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MEMORANDUM

TO: Docke t Control

FROM : Ernest Johnson
Dire ctor
Utilitie s  Divis ion

./.»/

DATE November 9, 2007

S TAFF REP ORT FOR YAVAP AI MOBILE HOME ES TATES  (DOCKET NOS  .
W-02065A-07-0308, W-02065A-07-0309 & W-02065A-07-0311)

Attached is  the  S ta ff Report for Yavapa i Mobile  Home  Es ta te s  (Wilhoit Wate r Company)
a pplica tions  for a  pe rma ne nt ra te  incre a s e , for a pprova l to  re fina nce  a rs e nic re me dia tion
e quipme nt by is suing de bt a nd for a pprova l to re fina nce  non-use d a nd use ful pla nt with de bt.
S ta ff recommends  approva l of its  ra te s  and cha rges . S ta ff furthe r recommends  authoriza tion of
an a rsenic cos t recove ry mechanism, ins tead of authoriza tion to incur debt, to provide  recove ry
of the  a rsenic remedia tion equipment cos ts  and denia l of the  reques t to re finance  non-used and
use ful plant with debt.

Any pa rty who wis he s  ma y file  comme nts  to the  S ta ff Re port with the  Commis s ion's
Docke t Control by 4:00 p.m. on or be fore  November 19, 2007.

EGJ : GTM: re d

Origina tor: Ga ry T. McMurry

Attachment: Origina l and s ixteen copie s
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Service  Lis t for: Wilhoit Wa te r Company (Yavapa i Mobile  Home  Es ta te s )
Docke t Nos . W-02065A-07-0308, W-02065A-07-0309 & W-02065A-07-0311

Mr. J im We s t
Authorized Representa tive
365 E Coronado Rd, Ste  200
Phoenix, Arizona  85004

Mr. Chris tophe r C. Ke e le y
Chie f, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Mr. Ernes t Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Ms . Lyn Fa rme r
Chie f, He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
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STAFF REPORT
UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

WILHOIT WATER COMPANY
YAVAPAI MOBILE HOME ESTATES

DOCKET nos. W-02065A-07-0308, W-02065A-07-0309, & W-02065A-07-0311

APPLICATION
FOR A

PERMANENT RATE INCREASE
AND

FINANCING AUTHORITY

NOVEMBER 9, 2007
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STAFF ACKNOWLEDGMENT

The Staff Report for Wilhoit Water Company's Yavapai Mobile Home Estates (Docket Nos.
W-02065A-07-0308, W-02060A-07-0309 & W-02065A-07-0311) was the responsibility of the Staff
members listed below. Gary McMurry was responsible for the review and analysis of the Company's
application for a permanent rate increase, Staffs revenue requirement, rate base, rate design, and
financing recommendations. Katlin Stukov was responsible for the engineering and technical
analysis. Deb Reagan was responsible for reviewing the Arizona Corporation Commission's records
on the Company and reviewing customer complaints filed with the Commission.
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EXECUTIVE SUMMARY OF
WILHOIT WATER COMPANY

YAVAPAI MOBILE HOME ESTATES
DOCKET nos. W-02065A-07-0308, W-02065A-07-0309 AND W-02065A-07-0311

Wilhoit  Water  Company ("Wilhoit") is a  for  profit  public service corporation that
provides water  service for  369 customers in Yavapai County,  Arizona. Wilhoi t  is  a  C
Corporation consisting of three separate water systems. The three water systems, all of which
are located in Yavapai County, are Yavapai Mobile Home Estates, Blue Hills and Thunderbird
Meadows. This Staff report pertains solely with the operations of Yavapai Mobile Home Estates
("Yavapai" or "Company").

Rate Case:

Yavapai proposes total operating revenue of $6l,875, an increase of $21,717 or 54.1
percent,  above the Company's test year revenue of $40,158. The Company's proposed rates
would increase the typical residential bill with a median usage of 3,882 gallons, from $19.41 to
$28.30 for an increase of $8.89 or 45.8 percent. The Company proposes an inverted two-tier rate
design.

Staff recommends total operating revenue of $50,53l, an increase of $13,976 or 38.2
percent, above the Staff adjusted test year revenue of $36,555. Staffs recommended rates would
decrease the typical residential bill with a median usage of 3,882 gallons, from $19.41 to $19.32
for a decrease of $0.09 or 0.5 percent. Staff recommends an inverted three-tier rate design to
encourage efficient water use.

Staff recommends approval of the Staff proposed rates and charges as shown in Schedule
GTM-4.

Financing:

Wilhoit requests authorization to refinance by issuing debt of $10,000 to Glenarm Land
Co., its parent, provided in 2005 to drill a well for Yavapai. The well is not used and useful. It
was capped and never put into service due to high arsenic levels. Staff recommends denial of
this requested refinancing.

Wilhoit also requests to refinance the $36,105 cost of arsenic remediation equipment
initially financed by Glenarm Land Co. with a 10-year amortizing loan at 10.0 percent. Staff
recommends author iza t ion of an arsenic cost  recovery mechanism ("ACRM") instead of
authorization to incur debt.

Compliance:

W-02065A-07-0308, W-02065A-07-0309 and W-02065A-07-0311



Ya va pa i is  not in complia nce  with De cis ion No. 58102, da te d De ce mbe r 9, 1992, by
which it wa s  orde re d to ma ke  a rra nge me nts  with the  a ppropria te  ta xing a uthoritie s  to re pa y a ll
accrued property taxes. S taff recommends tha t ra tes  authorized in this  case  not become effective
until the  month subsequent to the  Company filing in this  docke t a  fina lized plan (agreement with
the  Yavapa i County Treasure r's  Office ) for payment of a ll of its  de linquent prope rty taxes  owed
on its  utility prope rty in Ya va pa i County.

W-02065A-07-0-08, W-02065A-07-0309 and W-02065A-07-0311
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Wilhoit Wate r Company - Yavapa i Mobile  Home  Es ta te s
Docke t Nos . W-02065A-07-0308 e t a l
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Fact Sheet

Typ e  o f Own e rs h ip : "C" Corpora tion

Lo ca tio n  : The  Compa ny is  loca te d a pproxima te ly 10 mile s  north of P re s cott in Ya va pa i
County,  Arizona .

Ra te s : P e rm a ne nt ra te  inc re a s e  a pp lica tion  file d : Ma y 21 ,  2007 . Applic a tion  wa s  de e m e d
sufficie nt on S e pte mbe r 10, 2007.

Current Rates : De cis ion No. 58102, da te d De ce mbe r 9, 1992

Current test year Ended: December 31, 2006

Prior test year Ended: December 31, 1990

Month ly Cha rge s :

Current
Rates

Com pa ny
P ropos e d

Ra te s

S ta ff
Re com m e nde d

Ra te s

Monthly Minimum Cha rge
5/8 x 3/4 - inch me te r

$8.00 $12.00 s 9.50

G a llons  in  Minim um 0 0 0

$ 2.94
$ 4.16

S 4.20
s 6.71

Com m odity Cha rge :
0 to 6,000 ga llons  (pe r 1,000 ga llons )
6,001 a nd ove r ga llons  (pe r 1,000 ga llons )
Tie r One  from  1 - 3,000 ga llons
Tie r Two from  3,001 - 10,000 ga llons
Tie r Thre e : a ll ga llons  ove r 10,000

$ 2.20
$ 3.65
S 4.20

Tvp ic a l re s id e n tia l b ill:

Average  use  (5,456 ga llons)
Median use  (3,882 ga llons)

s 24.04
$ 19.41

s 34.91
$ 28.30

s 23.09
$ 19.32

Customers :

Number of cus tomers  in prior te s t yea r (12/31/90) 78

Number of customers in the  current test year (12/31/06)2 95

W-02065A-07-0_08, W~02065A-07-0309 and W-02065A-07-0311



Wilhoit Wate r Company - Yavapa i Mobile  Home  Es ta te s
Docke t Nos . W-02065A-07-0308 e t a l
Page 2

Current test year customers by meter s ize :

5/8 X 3/4 - inch
2 --- Inch
4 -- Inch

9 3

1

1

Seasonal customers: N/A

Customer notification :
Customer notification :

Initia l notice  was  provided on May 21, 2007
Amended notice  was provided on June 15, 2007

Numbe r of cus tome r compla ints : 10
Number of cus tomer inquirie s : 7
Number of cus tomer opinions : 6

Pe riod: 1/1/04 through 9/21/07

W-02065A-07-0308, W-02065A-07-0309 and W-02065A-07-0311
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S umma ry o f Ra te  Filing

O n  Ma y 2 1 ,  2 0 0 7 ,  W ilh o it W a te r C o m p a n y ("W ilh o it") file d  with  th e  Ariz o n a
Corpora tion Commiss ion ("Commiss ion") an applica tion for a  pe rmanent ra te  increa se  and two
a pplica tions  fina ncing a uthoriza tions  for its  Ya va pa i Mobile  Home  Es ta te s  ("Ya va pa i" or
"Compa ny") wa te r sys te m. On June  20, 2007, the  a pplica tion wa s  de e me d insufficie nt by the
Utilitie s  Divis ion S ta ff ("S ta ff"). On July 3, 2007, Ya va pa i submitte d a  re vise d a pplica tion for a
pennanent ra te  increa se  with the  Commiss ion. On Augus t 3, 2007, the  revised applica tion was
a lso found de ficie nt. On Augus t 20, 2007, Ya va pa i submitte d a  third ve rs ion of its  a pplica tion
for a  permanent ra te  increase . On September 10, 2007, the  applica tion was deemed sufficient by
S ta ff.

The  Company's  proposed ra te s , a s  filed, produce  opera ting revenues  of $61,875 and an
ope ra ting income  of $14,010 for a n ope ra ting ma rgin of 22.64 a s  shown on S che dule  GTM-1.
The  reques t represents  a  $21,717, or 54.1 pe rcent increase , ove r te s t yea r ope ra ting revenues .
The  Origina l Cos t Ra te  Ba s e  ("OCRB") a s  file d by the  Compa ny is  $117,493 a s  s hown on
S che dule  GTM-2. The  Compa ny's  propos e d ra te s  would incre a s e  the  typica l re s ide ntia l bill,
with a  me dia n usa ge  of 3,882 ga llons , from $19.41 to $28.30 for a n incre a se  of $8.89, or 45.8
percent, as shown on Schedule  GTM-5 .

The  te s t yea r re sults , a s  adjus ted by S ta ff show an opera ting revenue  of $36,555 and an
opera ting loss  of $1,930 tha t provides  no ope ra ting margin a s  shown on Schedule  GTM-1. S ta ff
recommends ra tes  tha t would produce  opera ting revenues of $50,531 and an opera ting income of
$10,928 to provide  a  21.6 pe rce nt ope ra ting ma rgin. S ta ffs  re comme nde d ope ra ting re ve nue s
represent a  $13,976 increase  ove r the  te s t yea r. S ta ff' s  adjus ted OCRB is  $6,066 a s  shown on
Sche dule  GTM-2. S ta ff s  re comme nde d ra te s  would de cre a se  the  typica l re s ide ntia l bill with a
me dia n usa ge  of 3,882 ga llons , from $19.41 to $19.32 for a  de cre a se  of $0.09 or 0.5 pe rce nt.
Staff recommends an inverted three-tie r ra te  design to encourage  efficient water use .

Background

Wilhoit is  a  C Corpora tion cons is ting of thre e  s e pa ra te  wa te r sys te ms , a ll of which a re
loca ted in Yavapa i County, Arizona . In addition to Yavapa i, Wilhoit a lso ope ra te s  the  Blue  Hills
and Thunderbird Meadows wa te r sys tems. Wilhoit and De lls  Wate r Company a re  subs idia rie s  of
Glenarm Land Co.

The  Commiss ion ha s  gra nte d Ya va pa i thre e  ra te  incre a se s  (De cis ion No. 52042, da te d
April 10, 1981, De cis ion No. 57237, da te d April 10, 1981, a nd De cis ion No. 58102, da te d
December 9, 1992) s ince  its  formation in 1968.

During the  te s t ye a r e nde d De ce mbe r 31, 2006, Ya va pa i provide d wa te r s e rvice  to 95
mete red cus tomers . All cus tomers  a re  sewed by 5/8 X 3/4-inch mete rs  with the  exception of one
1-inch meter and one  2-inch meter.

W-02065A-07-0308. W-02065A-07-0309 and W-02065A-07-0311
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Consumer Services

Sta ff s  review of the  Commiss ion's  records  for the  pe riod January 1, 2004, to September
21, 2007, found ten compla ints  (a ll rega rding a rsenic), seven inquirie s , and s ix opinions . In 2004
a nd 2005 the re  we re  no compla ints , inquirie s , or opinions  e xpre s se d. In 2006, the re  we re  two
compla ints  re ga rding a rse nic a nd one  opinion. In 2007 the re  we re  e ight compla ints  re ga rding
a rs e nic, s e ve n inquirie s  a nd five  opinions  oppos e d to the  ra te  incre a s e . All compla ints  a nd
inquiries have been resolved and closed.

Compliance

S ta ffs  re vie w of the  De cis ion No. 58102 a nd re la te d S ta ff me mora ndums  re ve a le d
seve ra l a rea s  of non-compliance  with previous  Commiss ion Orde rs . A discuss ion of e ach non-
compliance  issue  is  presented below:

Sale of Assets and Cancellation of a Portion of the Wilhoit Certificate of Convenience and
Necessity (¢cCC&N99) Docket No. W-02065A-03-0490

On J uly 16, 2003, in Docke t No. W-02065A-03-0490, Wilhoit file d a n a pplica tion for
approval of the  sa le  of tha t portion of its  asse ts  used to serve  the  Glenarm Farms water system to
the  City of Avonda le  a nd to  ca nce l tha t portion  of its  CC&N. The  a sse ts  reques ted to be
tra ns fe rre d we re  e ncumbe re d by Ma ricopa  County ta x lie ns  a t the  time  tota ling a pproxima te ly
$215,000.

Th e  a p p lica tio n  in d ica te d  th a t th e  s a le  wa s  b e in g  e n te re d  in to  u n d e r th re a t o f
condemnation. A Sta ff Report filed October 6, 2003, recommended approva l of the  sa le  and tha t
the  Commiss ion orde r Wilhoit to tile  evidence  tha t the  S ta te  of Arizona  would be  pa id amounts
to sa tisfy the  outs tanding persona l property tax obliga tion before  the  close  of escrow.

The  City of Avonda le  a rgued tha t the  de linquent tax would be  extinguished upon the  sa le
to the  City of Avonda le  in  its  ca pa city a s  a  s ubdivis ion of the  s ta te . S ta ffs  clos ing brie f,
howe ve r, indica te d tha t citie s  a re  re quire d to pa y de linque nt prope rty taxes a tta che d to the
prope rty the y a cquire . At the  time  of the  he a ring on the  ma tte r, the  City of Avonda le  wa s  on
record as  a lready providing service  to the  customers in the  Glenarm Farms area .

Fo llo win g  a  h e a rin g ,  a  P ro p o s e d  Ord e r wa s  is s u e d  o n  J a n u a ry 7 ,  2 0 0 4 ,  wh ich
recommended approva l of the  sa le  and cance lla tion of a  portion of the  CC&N subject to seve ra l
conditions , one  of which was  the  filing of evidence  tha t the  outs tanding tax liens  we re  sa tis fied
before  the  close  of escrow or 30 days  from the  Decis ion, whichever occurred firs t.

According to the  Commis s ion's  re cords , Wilhoit re que s te d tha t cons ide ra tion of the
P ropos e d  Orde r be  pu lle d  from the  Ope n  Me e ting  a ge nda , a nd  it wa s . Wilhoit ne ve r
subsequently requested that it be  placed back on the  agenda. On June 7, 2004, the  Commission's
Le ga l Divis ion s e nt a  le tte r to Mr. Dougla s  Ma rtin who re pre s e nte d Wilhoit Wa te r Compa ny,

W-02065A-07-0308, W-02065A-07-0309 and W-02065A-07-0311
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requesting that the  Company have the  case  placed on an Open Meeting agenda before  December
31, 2004. There  was no docketed response  to the  le tte r.

The  sa le  and de le tion docke t rema ins  open and Wilhoit is  s till the  company of record for
this  a rea  on the  Commiss ion's  maps  and records . To facilita te  the  process ing of the  ca se , S ta ff
sent a  le tte r to the  parties  of record on September 13, 2006, requesting the  following information:

Has the  transaction been consummated? If so, on what date?
Please provide a  copy of the executed sales agreement.
Wha t a re  the  pa rtie s  intentions  rega rding the  Proposed Orde r and the  Commiss ion's
review and vote  on this  matte r?

4. Wha t is  the  s ta tus  of the  prope rty ta x de linque ncie s  of Wilhoit Wa te r Compa ny
re la tive  to the  a rea  transferred to Avondale?

1 .

2 .

3 .

S ta ff did not re ce ive  a ny re sponse s  from a ny pa rty a nd the  le tte r to Wilhoit's  a ttorne y
was re turned as non-deliverable .

On June 21, 2007, in the  course  of the  current ra te  cases, Staff sent Wilhoit a  data  request
which included the  four questions  lis ted above . Wilhoit responded to tha t da ta  request producing
the  sa le s  agreement with the  City of Avonda le  da ted July 3, 2003. Wilhoit a lso represented tha t
the  sa le  was consummated on September 10, 2004, and tha t the  a ttorney for the  City of Avondale
has been unable to resolve the tax issue.

The  transfe r case  is  now over four yea rs  old. Wilhoit's  we lls  and pipe  in the  transfe r a rea
have  been abandoned and a re  not included in the  current ra te  reques ts . The  City of Avonda le  is
now dire ctly se rving the  cus tome rs  in the  tra ns fe r a re a . S ta ff conclude s  tha t it would not be  in
the  public inte res t to pursue  or furthe r process  the  sa le  of a sse ts  and CC&N cance lla tion for the
Gle na rm Fa rms  a re a  a nd re comme nds  tha t the  Commiss ion a dminis tra tive ly close  Docke t No.
W-02056A-03-0490 a nd re move  the  a ppropria te  a re a  from Wilhoit's  se rvice  te rritory a s  shown
on the  Commiss ion's  CC&N maps .

Prior Ra te  Case  Docke t No . W-02065A-90-005

In De cis ion No. 57237, da te d Fe brua ry 14, 1991, the  Commiss ion e xpre s se d conce rn
ove r proba ble  cros s -s ubs idiza tion a mong Wilhoit's  wa te r s ys te ms . Accordingly, Wilhoit wa s
orde re d to ma inta in s e pa ra te  re cords  of re ve nue s , e xpe ns e s , a nd ra te  ba s e s  for e a ch of its
systems. In  th e  fo llo win g  ra te  ca s e  (Do cke t No . W-0 2 0 6 5 A-9 2 -0 1 2 0 ),  Wilh o it wa s  in
complia nce  with this  re cordke e ping provis ion of the  orde r. Howe ve r, Wilhoit is  no longe r in
compliance , and it could not support separa te  expenses  and ra te  bases  for each of its  systems in
the  current ra te  ca se , a  viola tion of the  Na tiona l Associa tion of Regula tory Utility Commiss ions
("NARUC") Uniform S ys te m of Accounts  ("US AA")

W-02065A-0770308, W-02065A-07-0309 and W-02065A-07-0311
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Prior Rate  Cas e Docket No. W-02065A-92-0120

S ta ffs  re vie w of a  notice  of le ga l a ction, da te d S e pte mbe r 14, 1993, file d by the  Le ga l
Divis ion of the  Arizona  Corpora tion Commis s ion re ve a le d tha t the re  a re  s e ve ra l complia nce
ite ms  unre s olve d tha t a ros e  from De cis ion No. 58102 da te d De ce mbe r 9, 1992. Wilhoit wa s
re quire d to do the  following:

file  co p ie s  with  th e  Dire c to r o f th e  Utilitie s  Divis io n  o f "p a id -in -fu ll" ta x
s ta tements  for current prope rty tax payments  within 90 days  of the  tax s ta tement
due  da te  (Due  2/1/93).

ma ke  a rra nge me nts  with the  a ppropria te  ta xing a uthoritie s  to re pa y a ll a ccrue d
prope rty ta x a nd a s s ocia te d in te re s t a nd to  provide  writte n  s umma ry to  the
Director of Utilitie s  Divis ion of the  de ta ils  of such a rrangements /agreements  (Due
6/9/93).

Wilhoit is  not curre nt on its  prope rty a nd s a le s  ta x pa yme nts . In a ddition, Wilhoit ha s
de linquent taxes  going back to the  early 1990's . Copies  of the  amounts  owed separa ted by water
sys tem from the  Yavapa i County Assessors ' web s ite  (da ted April 2, 2007) a re  as  follows:

Pa rce l No. Company/Water System Back Taxes  Owed

907-60-190 The  Dells  Wate r Company $6,316.40

929-92-340 Wilhoit Wa te r Compa ny
Thunderbird Meadows

$39,661.22

929-95-120 Wilhoit Wa te r Compa ny
Blue  Hills

$6,746.51

929-95-120 Wilhoit Wa te r Compa ny
Yavapa i Mobile  Home Esta tes

$26,735.81

929-95-131 Wilhoit Wa te r Compa ny $154.13

Tota l back taxes  owed, as  of April 2, 2007 $79,614.07

According to a  re sponse  to a  S ta ff da ta  reques t, Wilhoit through its  Attorney's  Martin ac
Be ll, L.L.C., conta cte d the  Ya va pa i County Tre a s ure r's  Office . Ma rtin  & Be ll s ubmitte d  a
memo to S ta ff s ta ting tha t Ross  Jacobs , the  County Trea sure r, "indica ted a  de s ire  to work with
the  wa te r compa nie s  to pa y the  ba ck ta xe s  in a  time ly fa shion a nd indica te d tha t he  would be
ope n to a ba ting, a n a s  ye t unde fine d portion of the  pe na ltie s  a nd inte re s t, if a  re a s ona ble
repayment plan could be  fashioned."

W-02065A-07-0308, W-02065A-07-0309 and W-02065A-07-0311
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Wilhoit's  a ttorneys  indica ted to Mr. Jacobs  "tha t the  company did not currently have  the
fina ncia l whe re witha l to commit to a  re pa yme nt s che dule , but tha t if the  curre nt ra te  re que s ts
pe nding be fore  the  ACC we re  s ucce s s ful, Wilhoit a nd De lls  Wa te r Compa nie s  would  be
prepared to enter into a  repayment agreement."

As Wilhoit has  not made  good on past compliance  requirements  from the  previous  cases ,
and the re  is  a  pa tte rn of the  Company not paying taxes , S ta ff concludes  tha t it is  appropria te  to
defe r the  e ffective  da te  for any new ra tes  approved regarding any of the  Wilhoit Water Company
S ys te ms  or the  De lls  Wa te r Compa ny until the  month subse que nt to the  da te  a  copy of a  fina l
a gre e me nt be twe e n Wilhoit a nd the  Ya va pa i County Tre a s ure r's  office  re ga rding pa yme nt of
de linquent taxes  is  filed in this  docke t.

other Compliance Items

Ya va pa i ha s  be e n cha rging the  5/8 x 3/4-inch minimum cha rge  ($8.00) ins te a d of the
ta riff ra te  for 2-inch ($64.00) and 4-inch ($200.00) mete rs .

The  Company is  in good s tanding with the  Corpora tions  Divis ion of the  Commiss ion.

Engineering Analysis and Recommendations

S ta ff ins pe cte d  the  Compa ny's  p la n t fa cilitie s  on  Augus t 10 , 2007. A comple te
discuss ion of S ta ff' s  technica l findings  and recommenda tions  and a  comple te  description of the
water system are  provided in the  a ttached Engineering Report.

The  Yavapa i wa te r sys tem has  three  we lls  ava ilable  to se rve  95 cus tomers . The  newes t
well, drilled in 2005, is  presently capped and was never connected to the  wate r sys tem due  to its
high a rse nic le ve ls . The  two olde r we lls  we re  ta ke n out of se rvice  in Ja nua ry 2007 due  to high
a rs e nic le ve ls . As  a  re s ult of ta king thos e  two we lls  out of s e rvice , Ya va pa i's  only s ource  of
pota ble  wa te r is  a  te mpora ry inte rconne ct with the  City of P re s cott. The  City of P re s cott ha s
a gre e d to  provide  wa te r to  Ya va pa i cus tome rs  through th is  te mpora ry in te rconne ct until
December 31, 2007. Water provided to Yavapa i via  the  Prescott tie -in meets  a ll s tandards .

The  Compa ny's  we lls  a re  curre ntly not in complia nce  with the  ne w a rs e nic ma ximum
contaminant leve l. The  Company plans  to use  the  funds  from its  financing reques t (07-0309) to
build plant to address  this  issue .

Rate Base

S ta ffs  a djus tme nts  de cre a s e d the  Compa ny's  propos e d ra te  ba s e  by $27,282, from
$29,422 to $6,066 a s  s hown on S che dule  GTM-2, pa ge  1. De ta ils  of S ta ffs  a djus tme nts  a re
discussed below.

W-02065A-07-0308, W-02065A-07-0309 and W-02065A-07-0311
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Plant in  Se rvice

As  pre vious ly dis cus s e d in the  "Ba ckground" s e ction of this  re port, Wilhoit ha s  not
ma inta ine d re cords  in a ccorda nce  with the  NARUC US OA, a nd it ca nnot s upport s e pa ra te ly
re ve nue s , e xpe ns e s , a nd ra te  ba s e  ite ms  for e a ch of its  thre e  wa te r s ys te ms . Accordingly,
Ya va pa i could s upport only $81,853 of the  $117,493 in pla nt cos ts  cla ime d in its  a pplica tion
resulting in a  $35,640 Staff adjustment to remove the  unsupported amount.

We lls  & S prings - The re  a re  two sepa ra te  adjus tments  to we lls  and springs . Adjus tment
A de cre a se s  this  a ccount by $10,000 to re move  cos ts  cla ims  for drilling a  we ll in 1997 tha t the
Compa ny could not docume nt with invoice s . Adjus tme nt B re move s  $11,040 for a  we ll dug in
2005 tha t is  not us e d a nd us e ful. The  2005 we ll re ma ins  ca ppe d a nd is  not us e ful for wa te r
production due  to high a rsenic concentra tion in the  wa te r. As  a  re sult of adjus tments , Yavapa i's
wells  and springs account drops $21,040 from $25,278 to $4,238.

Pumping Equipment - Adjus tment C decrea se s  this  a ccount by $5,000, from $23,996 to
$18,996 as  shown on Schedule  GTM-2 pages  2 to remove  cos ts  cla imed for a  pump ins ta lla tion
in 1997 tha t the  Company could not support with documenta tion.

Dis tribution Re se rvoirs  & S ta ndpipe s - Adjus tment D decrea se s  this  a ccount by $9,600,
from $12,549 to $2,949 a s  shown on Sche dule  GTM-2, pa ge s  2 to re move  cos ts  cla ime d for a
tank acquis ition in 2005 tha t the  Company could not support with documenta tion.

Accumulated Depreciation

In a djus tme nt E S ta ff de cre a se d Accumula te d De pre cia tion by $8,359 from $88,071 to
$79,713 a s  s hown on S che dule  GTM-7. This  a djus tme nt corre la te s  to S ta ffs  a djus tme nts  to
remove  unsupported plant. Tha t is , the  adjustment removes the  deprecia tion accumula ted by the
Company on plant removed by Sta ff.

Wo rkin g  Ca p ita l

Ya va pa i ne gle cte d to cla im a ny ca sh working ca pita l a llowa nce . S ta ffs  ha s  include d a
ca sh working ca pita l a llowa nce  of $3,925 ba se d on the  formula  me thod a s  shown on GTM-2,
page 1.

Ca s h working ca pita l wa s  ca lcula te d by us ing the  formula  me thod which e qua ls  one -
e ighth of the  opera ting expenses less  deprecia tion, taxes, purchased power and purchased water
expenses plus one twenty-fourth of purchased power and purchased water expenses.

W-02065A-07-0308, W-02065A-07-0309 and W-02065A-07-0311
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Operating Income Statement

Operating Revenue

Staff decreased test year test year opera ting revenue  by $5,405, from $40,158 to $34,753
a s  shown on S che dule  GTM-3, pa ge  1 (Adjus tme nt A). S ta ff re cla s s ifie d $1,802 re pre se nting
se rvice  cha rges  from Mete red Wate r Revenue  to Othe r Wate r Revenue  and removed $3,603 of
sa le s  tax Hom ope ra ting revenue  and ope ra ting expense  to re flect trea tment a s  a  pass  through
ite m.

Operating Expenses

As  pre vious ly me ntione d in  the  Complia nce  s e ction  of th is  re port, Wilhoit d id  not
ma inta in re cords  to s e pa ra te ly ide ntify e xpe nse s  for its  individua l wa te r sys te ms . As  a  re sult,
ide ntifying the  e xpe nse s  dire ctly a ttributa ble  to the  individua l Wilhoit Wa te r S ys te ms  or De lls
Wa te r Compa ny could not be  a chie ve d. In  a n  a tte mpt to  ove rcome  th is  re cordke e ping
de ficie ncy, the  Compa ny a lloca te d ce rta in e xpe ns e s  a mong its  s ys te ms  us ing the  following
percentages: Thunderbird Meadows, 45 percent, Yavapai Mobile  Home Esta tes , 35 percent, Blue
Hills , 20 pe rce nt, a nd De lls  Wa te r Compa ny, 0 pe rce nt. According to the  Compa ny, the s e
a lloca tion factors  represent re la tive  cus tomer counts  for the  sys tems a t an unspecified his torica l
date .

S ta ff de ve lope d a lte rna te  a lloca tion fa ctors  for a lloca ting e xpe ns e s  tha t could not be
dire ctly a ttribute d to one  of the  Wilhoit Wa te r S ys te ms  or the  De lls  Wa te r Compa ny s ince  the
customer counts  used by Wilhoit a re  s ta le  and because  in some ins tances  customer count is  not
the  preferred a lloca tion basis . S ta ff" s  customer based a lloca tion factors  for by water systems are
as  follows: Thunde rbird Meadows Wate r Sys tem, 34.69 pe rcent, Yavapa i Wate r Sys tem, 29.81
percent, Blue  Hills  Water System, 17.34 percent, and Dells  Water Company, 18.16 percent.

S ta ffs  a djus tme nts  to ope ra ting e xpe ns e s  re s ulte d in a  ne t de cre a s e  of $9,380, from
$47,865 to $38,485, a s  shown on Schedule  GTM-3, page  1. S ta ff's  adjus tments  a re  discussed
be low.

Sa la rie s  and Wages
$14,902 to $13,185 to reflect a  pro ra ta  share  (29.81 percent) of the  $44,231 sa lary pool based on
the  number of customers.

Adjus tme nt B de cre a s e s  s a la rie s  a nd wa ge s  by $1,717 from

Repairs  and Maintenance - Adjustment C decreases repairs and maintenance expenses by
$1,053, from $12,104 to $11,051. This  a djus tme nt re fle cts  a  pro ra ta  s ha re  ($533 or 29.81
percent) of the  $1,788 repa ir and maintenance  expense  pool based on the  number of customers
a nd $10,518 of dire ct cos ts . S ta ffs  $1,788 e xpe nse  pool re fle cts  a  $6,324 de cre a se  from the
Company's  $8,112 expense pool, to remove non-test year and unsupported amounts.

W-02065A-07-0308. W-02065A-07-0309 and W-02065A-07-0311
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Office  Supplies  and Expense - Adjus tment D decreases  supplie s  by $303 from $1,079 to
$776 to re flect S ta ff"s  e s tima tion of a  rea sonable  office  supply amount. The  Company provided
Sta ff with no supporting documenta tion (i.e . invoices ) to support its  cla im cos ts . S ta ff e s tima ted
office  s upplie s  e xpe ns e  a t $0.5876 pe r cus tome r pe r month ba s e d on s upply ite ms  s uch a s
postage , envelopes, printer cartridges, e tc. (110 customers x 12 months x 0.5876 = $776).

Water Testing Expense -- Adjustment E decreases water testing expenses by $1,576 from
$3,559 to $1,983 (See  Engineering Report).

Rents - Adjus tment F decreases  rents  by $660 from $2,310 to $l,650, to re flect an equa l
a lloca tion of the  $6,600 pooled rent expense  among the  three  Wilhoit wa te r sys tems  and De lls
Water Company.

Ge ne ra l Lia bility Insura nce - Adjus tment G decreases  insurance  by $171 from $1,157 to
$986. This  a djus tme nt re fle cts  a  pro ra ta  sha re  ($986 or 29.81 pe rce nt) of the  $3,307 ge ne ra l
liability insurance  expense  pool based on the  number of customers.

Misce llaneous  Expense - Adjus tme nt H de cre a se s  misce lla ne ous  e xpe nse s  by $2,207
from $2,307 to $100 to re flect an equa l a lloca tion of S ta ffs  $399 pooled misce llaneous  expense
among the  three  Wilhoit wa te r sys tems  and De lls  Wa te r Company. S ta ff' s  $399 expense  pool
reflects  a  $6,192 decrease  from the  Company's  $6,591 expense  pool to remove non-test year and
unsupported amounts.

Deprecia tion Expense -. Adjus tment I decrea se s  deprecia tion expense  by $1,827 in the
te s t ye a r from $1,827 to $0. The  Compa ny's  de pre cia ble  pla nt is  fully de pre cia te d a s  shown in
Schedule  GTM-3, page  3, accordingly, deprecia tion expense  is  zero.

Taxes  othe r than Income - Adjus tme nt A de cre a se s  ta xe s  othe r tha n income  by $3,603
from $3,603 to $0. Staff removed sa les  taxes from opera ting revenues and opera ting expenses to
treat sales taxes as a  pass through item as previously discussed.

Property Taxes - Adjus tme nt J  incre a se d prope rty ta xe s  by $l,963, from $0 to $I,963, to
reflect the  actual 2006 property tax assessment by the  County.

Income  Ta xe s - Adjus tme nt K incre a s e s  te s t ye a r income  ta xe s  by $1,774 from $0 to
$1,774 to re fle ct a  pro ra ta  s ha re  of the  cons olida te d income  ta x e xpe ns e  to the  four wa te r
systems based on taxable  income and application of sta tutory federal and sta te  tax ra tes.

Revenue Requirement

Sta ff re comme nds  tota l ope ra ting re ve nue  of $50,531, a n incre a se  of $13,976, or 38.2
pe rce nt a bove  the  Compa ny's  te s t ye a r re ve nue  of $36,555. Sta ff' s  recommended revenue
provide s  a n ope ra ting income  of $10,928, a n ope ra ting ma rgin of 21.6 pe rce nt a nd a  180.16
percent ra te  of re turn on a  ra te  base  of $6,066 as shown in Schedule  GTM-1.
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Rate Design

S che dule  GTM-4 pre s e nts  a  comple te  lis t of the  Compa ny's  pre s e nt, propos e d, a nd
Staff' s recommended rates and charges.

The  pre s e nt ra te  de s ign is  a n inve rte d two-tie r commodity ra te  s tnlcture . The  monthly
cus tomer cha rges  in pre sent ra te s  va ry by me te r s ize  a s  follows: 5/8 x 3/4 inch $8.00, 3/4-inch,
$8.00, l-inch, $8.00, 1%-inch, $40.00, 2-inch, $64.00, 4-inch, $200, and 6-inch, $400. Currently
no ga llons  a re  included in the  minimum charges . The  present commodity ra te  is  $2.94 pe r 1,000
gallons up to 6,000 ga llons and $4.16 per 1,000 ga llons over 6,000 ga llons.

Yavapa i proposes  to continue  the  exis ting inverted two-tie red ra te  s tructure  with a  break-
ove r point a t 6,000 ga llons  for a ll me te r s ize s  with a  $4.20 firs t tie r commodity ra te  and a  $6.71
se cond tie r commodity ra te . The  Compa ny propose d a  $12.00 minimum cha rge  for 5/8 x 3/4-
inch meters  and $0.00 for a ll other mete r s izes  with no ga llons  included.

S ta ff re comme nds  a n inve rte d ra te  s tructure . For 5/8 x 3/4-inch a nd 3/4-inch me te rs
S ta ff's re comme nde d ra te  s tructure  include s  thre e  tie rs  with bre a k-ove r points  a t 3,000 a nd
10,000 ga llons . The  firs t, s e cond a nd third tie r commodity ra te s  for 5/8 x 3/4-inch a nd 3/4-inch
mete rs  a re  $2.20, $3.65 and $4.20, re spective ly. For la rge r me te rs , S ta ff recommends  two tie rs
with bre a k-ove r points  tha t incre a se  with me te r s ize . The  firs t a nd se cond tie r commodity ra te s
for la rge r me te rs  a re  $3.65 and $4.20, re spective ly. S ta ff re commends  minimum cha rges  (with
no ga llons  included) tha t increa se  from $9.50 for 5/8 x 3/4-inch and 3/4-inch me te rs  to $475.00
for 6-inch me te r ba s e d on volume tric ca pa city. Unde r S ta ffs  re comme nde d ra te  de s ign, the
monthly bill a t a ny us a ge  le ve l is  highe r for a  la rge r me te r tha n for a  s ma lle r me te r. S ta ffs
inve rte d tie r ra te  s tructure  e ncoura ge s  e fficie nt wa te r us a ge  by a s s igning highe r cos ts  to
customers  with la rger meters  and la rger consumption.

The  Compa ny propos e s  to incre a s e  mos t of its  s e rvice  cha rge s . S ta ff re commends
incre a se s  to ce rta in misce lla ne ous  s e rvice  cha rge s  a s  shown on S che dule  GTM-4. The  S ta ff
recommended amounts  represent the  median amount charged for s imila rly s ized companies  tha t
were used in a  Staff prepared miscellaneous service  charge study.

The  Compa ny's  propos e d s e rvice  line  a nd me te r ins ta lla tion cha rge s  we re  ca lcula te d
based on out-da ted amounts  se t 17 years  ago. S ta ff recommends approva l of S ta ffs  Service  Line
and Meter Insta lla tion Charges as  de linea ted in Table  C of the  a ttached Engineering Report.

Financ ing  Applica tion(s )

Introduction

On Ma y21, 2007, Ya va pa i file d two fina nce  a pplica tions  with the  Commiss ion re que s ting
authoriza tion to re finance  amounts  of $10,000 (07-308) and $36,105 (07-0309).
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Public Notice

Ya va pa i provide d a n Affida vit of Ma iling of a n Ame nde d Cus tome r Notifica tion da te d
June 18, 2007.

Purpose andTerms of the Proposed Financing

The  purpose  of the  07-308 applica tion is  to reques t authoriza tion to re finance  $10,000 of
funds  provide d by Gle na rm to drill a  ne w we ll in 2005' by conve rting the  e quity infus ion to
long-te rm debt. The  Company proposes  a  10-year, 10.00 percent amortizing loan.

The  purpose  of the  07-309 applica tion is  to request authoriza tion to re finance  the  $36,105
cos t of a rse nic re me dia tion e quipme nt fina nce d by Gle na nn with a  10-ye a r a mortizing loa n a t
10.00 pe rce nt. The  funds  a re  fina ncing the  purcha se  a nd ins ta lla tion of e quipme nt ne e de d to
re move  a rse nic from Ya va pa i' two functioning we lls . The  a rse nic re me dia tion e quipme nt is  not
ye t in s e rvice . Howe ve r, the  Compa ny a nticipa te s  pla cing it in s e rvice  in 2007. The  propose d
financing is  in the  amount of $36,l05, amortized over 10 years  a t 10.00 percent.

Engineering Analysis

S ta ff e xa mine d the  pla ns  a nd e s tima te d cos ts  for Ya va pa i's  two fina ncing a pplica tions
a nd found the m to be  re a sona ble  a nd a ppropria te . A comple te  discuss ion of the  proje cts  a nd
costs are  discussed in the a ttached Engineering Report.

Financial Analysis

07-0308Financing

Yavapa i is  not a  publicly traded entity, and accordingly, it does  not have  access  to capita l
ma rke ts . La ck of a cce ss  to the  ca pita l ma rke ts  pla ce s  a  pre mium on re ducing fina ncia l risk by
ma inta ining de bt to a  minimum le ve l. Ya va pa i ha s  a lre a dy obta ine d a nd s pe nt the  funds  for
drilling a  we ll through the  e quity infus ion of its  pa re nt. Re fina ncing this  e quity infus ion with
de bt would s e rve  to incre a se  fina ncia l risk which is  contra ry to the  obje ctive  to minimize  de bt
a nd fina ncia l ris k for a n  e ntity la cking a cce s s  to  the  ca pita l ma rke ts . Accordingly, S ta ff
conclude s  tha t the  re que s t to re fina nce  the  $10,000 e quity infus ion us e d to drill a  we ll is  not
cons is te nt with s ound fina ncia l principle s . S che dule  GTM-6 pre s e nts  the  pro forma  time s
inte re s t e a rne d ra tio ("TIER") a nd de bt s e rvice  cove ra ge  ra tio ("DS C") for the  07-308 a nd 07-
309 (discussed below) proposed debt issuances.

1 The well was  capped and never placed into service due to a  high level of arsenic.
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07-0309Financing

For the  s a me  re a s ons  dis cus s e d a bove  re ga rding the  07-307 fina ncing, S ta ff a lso
concludes  tha t re financing the  $36,105 equity infus ion used for purchasing and ins ta lling a rsenic
re me dia l e quipme nt is  not cons is te nt with sound fina ncia l principle s . In s imila r circums ta nce s
whe re  wa te r u tilitie s  ha ve  inve s te d  ca p ita l in  a rs e n ic  re me dia tion , the  Commis s ion  ha s
pre vious ly a uthorize d  a n  a rs e nic cos t re cove ry me cha nis m ("ACRM") to  re cove r a rs e nic
remedia tion cos ts .2 S ta ff concludes  tha t authoriza tion of an ACRM is  an appropria te  ra temaking
trea tment of the  Yavapai's  a rsenic remedia tion costs .

The  purpos e  of the  ACRM is  to pe rmit re cove ry of the  ca pita l a nd ope ra ting cos ts  of
providing a rsenic remedia tion once  the  plant is  place  in se rvice  when the  in-sewice  da te  occurs
subsequent to the  end of the  test year. An ACRM is  a  two-s tep proce ss . Each s tep require s  the
Compa ny to ma ke  a  filing re que s ting a uthoriza tion of a  s urcha rge . S te p one  provide s  for
re cove ry of a nd on the  a rs e nic pla nt inve s tme nt. S te p two provide s  for re cove ry of re la te d
opera tion and ma intenance  expenses  ("O&M") going forward and recove ry of O&M defe rred for
up to  twe lve  months  prior to  the  s te p two filing. The  s pe cific O&M e xpe ns e s  tha t ma y be
deferred and recovered are : 1) media  replacement or regenera tion costs , 2) media  replacement or
regenera tion se rvice  costs  or 3) waste  media  or regenera tion disposa l costs . S ta ff concludes  tha t
a uthoriza tion of a n ACRM tha t pa ra lle ls  those  a uthorize d in De cis ion Nos . 66400 and 68825 is
appropria te  for Yavapa i. However, the  ea rnings  te s t for the  ACRM should be  e s tablished a t the
S ta ff re comme nde d Ope ra ting Ma rgin (2l.63%) ins te a d of the  ra te  of re turn a uthorize d in this
portion of the  ra te  case  s ince  the  ra te  base  is  small and by itse lf does not provide  a  good measure
of a  fa ir re turn . Accordingly, Ya va pa i s hould  be  re quire d to  s ubmit ACRM filings  to  the
Commiss ion with the  following ten schedules  (See  Exhibit B) .

1. Ba lance  Shee t - mos t current one  ava ilable  a s  of time  of filing.
2 . Income  S ta te me nt - mos t curre nt a va ila ble  a s  of time  of tiling with  a djus tme nts

confonning with the  decis ion.
3. Ea rnings  Te s t - A sche dule  ve rifying tha t the  Compa ny's  a rse nic ra te  surcha rge  will

not result in opera ting income in excess  of the  authorized opera ting margin.
4. Ra te  Re vie w S che dule  .-- including the  incre me nta l a nd pro forma  e ffe cts  of the

proposed increase.
5. Arsenic Revenue  Requirement -- Includes a  ca lcula tion based on earnings tes t.
6. Surcha rge  Ca lcula tion - a  de ta iled surcha rge  ca lcula tion
7. Rate  Base -.- a  schedule  showing the e lements and the calculation of the  ra te  base.
8. Cons truction Work in P rogre s s  (CWIP ) Le dge r - a  le dge r s howing the  cons truction

work in progress  (as  applicable ).
9. Cos t Alloca tion Factor Schedule  - a  schedule  of a ll cos t a lloca tion factors  amounts .
10. Typica l Bill Ana lys is  - A typica l b ill a na lys is  s howing the  e ffe cts  on re s ide ntia l

customers a t various consumption leve ls .

2 Arizona  Water Company (Decis ion No. 66400) and Arizona  American Water Company (Decis ion No. 68825)
.s  The ra te des ign for an ACRM collects  50 percent of the revenue from the minimum charge and 50 percent from the
commodity charge.

W-02065A-07-0308, W-02065A-07-0309 and W-02065A-07-0311
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Conclusions and Recommendations

Staff recommends approval of the  Staff proposed ra tes and charges as shown in Schedule
GTM-4. In a ddition, the  Compa ny ma y colle ct from its  cus tome rs  a  proportiona te  sha re  of a ny
privilege , sa le s  or use  tax a s  provided for in A.A.C. R14-2-409.D.

S ta ff furthe r recommends  tha t the  Company be  orde red to file  with Docke t Control, a s  a
compliance  item, a  ta riff schedule  of its  new ra te s  and cha rges  within 30 days  a fte r the  e ffective
da te  of the  Decis ion in this  proceeding.

S ta ff recommends  tha t ra te s  authorized in this  case  not become e ffective  until the  month
subse que nt to the  Compa ny filing in this  docke t a  fina lize d pla n (a gre e me nt with the  Ya va pa i
County Tre a sure r's  Office ) for pa yme nt of a ll of its  de linque nt prope rty ta xe s  owe d on its  utility
prope rty in Yavapa i County.

S ta ff iilrthe r re comme nds  tha t the  Commis s ion dire ct Wilhoit to cha rge  only its  ta riff
ra tes .

S ta ff furthe r re comme nds  tha t the  Commiss ion orde r Wilhoit to ma inta in its  re cords  in
a ccorda nce  with the  Na tiona l As s ocia tion of Re gula tory Utility Commis s ione rs  ("NARUC")
Uniform System of Accounts  ("USOA") so tha t separa te  opera ting revenues , opera ting expenses
and rate base accounts are segregated for each water system.

S ta ff furthe r re comme nds  de nia l of the  re que s t to is sue  de bt to re fina nce  the  $10,000
provide d by Ya va pa i's  pa re nt to drill a  we ll.

S ta ff furthe r re comme nds  de nia l of the  re que s t to re fina nce  the  $36,105 provide d by
Yavapai's  parent to purchase  and insta ll a rsenic remedia tion equipment.

S ta ff further recommends authoriza tion of an a rsenic cost recovery mechanism to provide
recovery of a rsenic remedia tion as  described in this  report.

S ta ff furthe r re comme nds  ke e ping this  docke t ope n to fa cilita te  imple me nta tion of a n
arsenic cost recovery mechanism.

S ta ff furthe r re comme nds  re quiring Ya va pa i to  tile  a  ra te  ca s e  within 5 ye a rs o f a
decis ion in this  case .

S ta ff recommends tha t the  Yavapa i use  S ta ffs  deprecia tion ra tes  de linea ted in Table  B of
the  a ttached Engineering Report.

S ta ff re comme nds  tha t the  Commiss ion a dminis tra tive ly close  Docke t No. W-02056A-
03-0490 a nd re move  the  a ppropria te  a re a  from Wilhoit' s e rvice  te rritory a s  s hown on the
Commiss ion CC&N ma ps .

W-02065A-07-0308, W-02065A-07-0309 and W-02065A-07-0311



Company
as

Filed

Staff
as

Adjusted

Company
as

Filed

Staff
as

Adjusted

$40,158
0
0

$34,753
0

1,802

$61,875
0
0

$48,731
o

1,800

$36,555$40,158 $50i531`$61,875

$42,435
1,827
3,603

0

$34.748
0

1.963
1,774

$34,748
0

1,963
2,891

$42,435
1 .827
3,603

0

$47 865 $38,485 $47 865 $39,603

s,4»

($7,707); I

x. .¢... 2. *Q
';....,¢

3 : X

$29,422

N/M

$6,066

N/M

N/M

N/M

N/M

N/M

N/M

N/M

$29,422 $6,066

47.62% 180.16%

N/M N/M

N/M N/M

22.64% 21.63%

Yavapai Mobile Home Estates
Docket No. W-06065A-07-0311
Test Year Ended December 31, 2006

Schedule GTM-1

-- Present Rates -- Proposed Rates --

Revenues:
Metered Water Revenue
Unmetered Water Revenue
Other Water Revenues

Total Operating Revenue

Operating Expenses;
Operation and Maintenance
Depreciation
Property 8¢ Other Taxes
Income Tax

Total Operating Expense

Operating Income/(Loss)

Rate Base O.C.L.D.

Rate of Return - O.C,L.D.

Times Interest Earned Ratio (Pre-Tax)

Debt Service Coverage Ratio (Pre-Tax)

Operating Margin

NOTES: 1. The times interest earned ratio (TIER) represents the ability of the
Company to pay interest expenses before taxes.

2. Operating Margin represents the proportion of funds available to
pay interest and other below the line or non-ratemaking expenses.



Net Plant $29,422 ($27,282) $2,441

Total Deductions a$0$0 $0

Total Additions $3,925 $3,925$0

.  '<€6'%¢u,  3
Rate Base $29,422 ($2s,35s)

M

4

Yavapai Mobile Home Estates
Docket No. W-06065A-07-0311
Test Year Ended December 31 , 2006

Schedule GTM-2
Page 1 of 3

Staff

Plant in Service

- Original Cost -.
Company Adjustment

($35,640)$117,493 $81 ,853

Less:
Acc um. Depreciation 88,071 (8,359) 79,713

Less:
Plant Advances
Accumulated Deferred Income Taxes

$0
0

$0
0

$0
0

Total Advances so $0 $0

$0 $0 $0Contributions Gross
Less:
Amortization of CIAC 0 0 0

Net CIAC $0 $0 $0

Plus:
1/24 Power $0 $209 $209

1/8 Operation 8; Mai ft, 0 3.716 3.716

Inventory 0 O 0

Prepayments 0 0 0

Explanation of Ac#ustment(s).'

Yavapai did not claim a cash working capital allowance, A working capital allowance based on its rate
application numbers would have been $4,886. Several adjustments were made to operating expenses
based on Staffs evaluation. As a result, a revised working capital allowance of $3,865 is recommended
by Staff.



Yavapai Mobile Home Estates
Docket No. W-06065A-07-0311
Test Year Ended December 31, 2006

Schedule GTM-2
Page 2 of 3

Company
Exhibit Adjustment

Staff
Adjusted

301 Organization
302 Franchises
303 Land & Land Rights
304 Structures & Improvements
307 Wells 81 Springs
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs 8¢ Standpipes
331 Transmission & Distribution Mains
333 Services
334 Meters & Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Misc. Equipment
340 Office Furniture & Equipment
341 Transportation Equipment
343 Tools Shop & Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant
105 C.W.l.P.

$0
0

1 ,250
5,000

25,278
23,996

0
12,549
36,611
7,057
5.603

0
0
0

149
0
0
0
0
0
0
0
0

$0
0
0
0

(21 .040) A,B
(5,000) C

0
(9,600)

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

D

$0
0

1,250
5,000
4,238

18,996
0

2,949
36,611
7,057
5,603

0
0
0

140
0
0
0
0
0
0
0
0

TOTALS $117,493 ($35,640)

Explanation ofA¢8ustment (s):

A
C
D

Plant in service was reduced as follows to reflect the Companv's lack of support.
Wells 8< Springs $
Pumping Equipment
Distribution Reserviors & Standpipes

Total reductions for lack of support $

10,000
5,000
9,600

24,600

Plant in service was reduced as follows to remove not used or useful items.

B Wells & Springs
Total reductions for not used or useful assets $

11,040
11,040

Total Plant in service reductions $ 35,640



Yavapai Mobile Home Estates
Docket No. W-06065A-07-0311
Test Year Ended December 31, 2006

Schedule GTM-2
Page 3 of 3

Amount

Accumulated Depreciation
Accumulated Depreciation

- Per Company
- Per Staff

$88,071
79,713

To ta l Ad ju s tm e n t E

Explanation of Adjustment:

E _ This entry represents the reversal of depreciation expense recorded on
assets that the company was unable to support.
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Yavapai Mobile Home Estates
Docket No. W-06065A-07-0311
Test Year Ended December 31, 2006

Schedule GTM-3
Page 1 of 4

Company
Exhibit

Staff
Adjustments

Staff
Adjusted

Revenues:
461 Metered Water Revenue
460 Unmetered Water Revenue
474 Other Water Revenues

$40,158
0
0

(5,405) A
0

1.802

$34,753
0

1,802

556,55Total Operating Revenue $40,158 ($3,603)

Operating Expenses:
601 Salaries and Wages
610 Purchased Water
615 Purchased Power
618 Chemicals
620 Repairs and Maintenance
621 Office Supplies & Expense
630 Outside Services
635 Water Testing
641 Rents
650 Transportation Expenses
657 Insurance - General Liability
659 Insurance - Health and Life
666 Regulatory Commisssion Expense - Rate Case
675 Miscellaneous Expense
403 Depreciation Expense
408 Taxes Other Than Income
408.11 Property Taxes
409 income Tax

$14,902
0

5,017
0

12,104
1,079

0
3,559
2.310

0
1,157

0
0

2,307
1,827
3,603

0
0

($1,717) B
0
0
0

(1,053) C
(303) D

0
(1,576) E

(660) F
0

(171) G
0
0

(2,207) H
(1,827) I
(3,603) A
1,963 J
1,774 K

$13,185
0

5,017
0

11,051
776

0
1,983
1,650

0
986

0
0

100
0
0

1,963
1,774

Total Operating Expenses $47,865 ($9,380) $384485

Othe
419
421
427

XX
426

r Income/(Expense):
Interest and Dividend Income
Non-Utility Income
Interest Expense
Reserve/Replacement Fund Deposit
Miscellaneous Non-Utility Expense

$0
0
0
0
0

$0
0
0
0
0

$0
0
0
0
0

Total Other Income/(Expense) $0 $0 $0



Yavapai Mobile Home Estates
Docket No. W-06065A-07-0311
Test Year Ended December 31, 2006

Schedule GTM-3
Page 2 of 4

A METERED WATER REVENUE - Per Company
Metered Water Revenue - Per Staff

$40,158
34,753 ($5,405)

To transfer $1 ,802 to other non-metered revenue (e.g. NSF fees, reconnects, etc.) and to
eliminate sales tax from operating revenue and expense and treat it as a pass through item.

B SALARIES AND WAGES - Per Company
Per Staff

$14,902
13,185 ($1,717)

To recognize a pro-rata share of the $4,231 in consolidated salaries
based on Yavapai number of customers (30 percent).

C REPAIRS AND MAINTENANCE - Per Company
Per Staff

$12,104
11,051 ($1,053)

To recognize a pro rata share of the $4,505 consolicated expense based on the
number of customers (30 percent) and $9,224 of direct costs.

D OFFICE SUPPLIES & EXPENSE .. Per Company
Per Staff

$1 ,079
776 ($303)

To recognize Staffs estimate of expense at $05876 per customer each month
to produce monthly billings to Yavapai's 95 customers.

E WATER TESTING - Per Company
Per Staff

$3,559
1,983 ($1,576)

To recognize normalized on-going average water testing expenses.

F RENTS - Per Company
Per Staff

$2,310
1,650 ($660)

To recognize a 25 percent share of the $6,600 consolidated rent in equal shares
between the four water systems



Yavapai Mobile Home Estates
Docket No. W-06065A-07-0311
Test Year Ended December 31, 2006

Schedule GTM-3
Page 3 of 4

G INSURANCE - GENERAL LIABILITY - Per Company
Per Staff

$1,157
986 ($171)

To recognize a pro rata share of the $3,307 consolidated insurance expense
based on the number of customers.

H MISCELLANEOUS EXPENSE - Per Company
Per Staff

$2,307
100 ($2,207)

|

To recognize a 25 percent share of the $399 consolidated amount claimed by the
company representing an equal sharing between the four water systems.

Pro Forma Annual Depreciation Expense:

Plant in Service
Less: Non Depreciable Plant

Fully Depreciated Plant
Depreciable plant
Times: Staff Proposed Depreciation Rate

Credit to Accumulated Depreciation
Less: Amort. of CIAC* @ 5.00%

$81 ,853
1 ,250

80,603
$0

5.00%
$0
0

Pro Forma Annual Depreciation Expense $0

I DEPRECIATION EXPENSE - Per Company
Per Staff

$1,827
0 ($1,827)

To reverse out depreciation expense posted by the Company.

J PROPERTY TAXES - Per Company
Per Staff

$0
1 ,963 $1,963

To recognize the actual amount of the test year (2006) property tax be.



Yavapai Mobile Home Estates
Docket No. W-06065A-07-0311
Test Year Ended December 31, 2006

Schedule GTM-3
Page 4 of 4

K INCOME TAXES - Per Company
Per Staff

$0
1,774 $1,774

To recognize a pro rata share of the consolidated income tax expense for the
four water systems based on taxable income.



YavapaI Mobile Home Estates
Docket No. W -06065A-07-0311
Test Year Ended December 31, 2006

All Classes - Residential, Commercial, & Industrial

Comoanv Proposed
First Tier - 0 - 6,000 gallons
Second Tier - over 6,000 gallons
Staff Recommended - 5/8 x 3/4 and 3/4 inch customers
Tier One Rate - 0 - 3,000 gallons
Tier Two Rate - 3,001 - 10,000 gallons
Tier Three Rate - Over 10,000 gallons
Staff Recommended - 1 inch
Tier One Rate . 0 - 20,000 gallons
Tier Two Rate - over 20,000 gallons
Staff Recommended - 1.5 inch
Tier One Rate - 0 - 55,000 gallons
Tier Two Rate - over 55,000 gallons
Staff Recommended - 2 inch
Tier One Rate - 0 - 100,000 gallons
Tier Two Rate - over 100,000 gallons
Staff Recommended - 3 inch
Tier One Rate - 0 - 220,000 gallons
Tier Two Rate - over 220,000 gallons
Staff Recommended - 4 inch
Tier One Rate - 0 - 350,000 gallons
Tier Two Rate - over 350,000 gallons
Staff Recommended - s inch
Tier One Rate 0 - 730,000 gallons
Tier Two Rate - over 730,000 gallons

Monthly Usage Charge

5/8" X 3/4" Meter
3/4" Meter

1" Meter
1%" Meter

2" Meter
3" Meter
4" Meter
6" Meter

$
$

Rates

$8.00
8.00
8.00

40.00
84.00

120.00
200.00
400.00

Present

2.94
4.16

$
$

-Proposed Ra1es-

Company

$12.00
0.00
0 0 0
0.00
0.00
0.00
0.00
0.00

Schedule GTM-4

4.20
6.71

Staff

z

Service Line and Meter Installation Charges
5/B" x 3/4" Meter

3/4" Meter
1" Meter

1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter

$265.00
295.00
345.00
520.00
725.00
925.00

1,550.00
3,725.00

$520.00
600.00
690.00
935.00

1,595.00
2,275.00
3,520.00
6,275.00

$30,00 $100.00 :
0.00

100.00
150.00

0.00 v
0.00%34

i n

Service Charges
Establishment
Establishment (After Hours)
Reconnection (Delinquent)
Meter Test (If Correct)
Deposit
Deposit Interest
ReEstablishment (within 12 Months)
NSF Check
Deferred Payment
Meter Re-Read (if Correct)

0.00
30.00
50.00
0.00

0.00%
0.00

15.00
6.00%
15.00

35.00
6.00%
0.00

Monthly Service Charge for Fire Sprinkler
4" or Smaller
6"
8"

10"
Larger than 10"

$0.00
0,00
0.00
0 0 0
0.00

$0.00
0.00
0.00
0.00
0.00

*

* *

***

Per Commission Rules (R14-2-403.B)
Months off system times the minimum (R14»2-403.D)
1.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $5.00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines seperate and distinct from the primary
water sen/ioe line.



Yavapai Mobile Home Estates
Docket No. W-0265A-07-0308
Test Year Ended December 31, 2006

GTM-5
Page 1 of 1

General Service 5/8 X 3/4 - Inch Meter

Average Number of Customers: 108

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 5,456 $24.04 $34.91 $10.87 45.2%

Median Usage 3,882 $19.41 $28.30 $8.89 45.8%

Staff Recommend

Average Usage 5,456 $24.94 $25.06 $1.02 4.2%

Median Usage 3,882 $19.41 $19.32 ($0.o9) -0.5%

Present & Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Proposed

R3te$
%

Increase

0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$8.00
10.94
13.88
16.82
19.76
22.70
25.64
29.80
33.96
38.12
42.28
63.08
83.88

104.68
208.68
312.68
416.68
520.68
624.68
728.68
832.68

$12.00
16.20
20.40
24.60
28.80
33.00
37.20
43,91
50.62
57.33
64.04
97.59

131 .14
164.69
332.44
500.19
667.94
835.69

1,003.44
1,171 .19
1,338.94

50.0%
48.1 %
47.0%
46.3%
45.7%
45.4%
45.1%
47.3%
49.1 %
50.4%
51 .5%
54.7%
56.3%
57.3%
59.3%
60.0%
60.3%
60.5%
60.6%
60.7%
60.8%

$9.50
11.70
13.90
16.10
19.75
23.40
27.05
30.70
34.35
38.00
41 ,65

352.65
83.65.

1 o4;r-85.
209.65
314.65
419.65
524.65
629.65
.784.65
839.65

18.8%
6.9%
0.1%

-4.3%
-0.1%
3.1%
5.5%
3.0%
1 .1%

-0.3%
-1 .5%
-0.7%
-0.3%
0.0%
0.5%
0.6%
0.7%
0.8%
0.8%
0.8%
0.8%



Wllholt Water Company - Yavapal Mobllo Home Estates
Docket No w-0eoe5A4r/-0311
Test Year Ended December 31, zoos

4-» 4`* *vvlj 1 _ .;,.:*
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Schedule GTM-S

Selected Financial D818

[A] [B] [Cl [0 1

1281/2006 Pm Forma ' Pm Foma 2 Pm Forma 3

1
2
3

Operating Income
Depreciation & Amos.
Income Tax Expense

s (1,930)
o

1 .774

s 6.796
0

1,790

s 6,796
0

1 ,79a

s s_19e
0

1 ,19a

4
5

Interest Expense
Repayment d Papal

o
0

972
813

3,511
2,215

4.483
2_a2a

6
N/M 8.84 2.4s 1.92

7
N/M 5.42 1.50 1.18

a

TIER
[1 +31 + [5]

e s c
[14>24»3] + 15*6l

Cash Coverage Ratlo

[1 +2+3l + 151 NIM s.a4 2.45 1.92

9 Short-term Debt so

$10,000

so

$1o_ooo

so

as,1os

so

s4s.to5

NIA NIA NIA NIA

10 Long-term Debt

11 Common Equity'

Total Caphal12 NIA N/A N/A NIA

(1) Column B modifies Cobmn A to reflect a $10,000 ten-year amortizing loan at 10.0 percent and staffs recommended revenue.

(2) Column C modifies Column A to reflect a $36,105 ten-year amortizing loan at 10.0 percent and Staffs recommended revenue.

(3) Column D is Column A modified to include a $46,105 ($10,000 4» $36,105) ten-year amortizing loan at 10.0 percent and Staffs recommended revenue.

(4) An equity value cannot be determined from the Company records.

SZIARADT-031 I-YMHE-RATE ANALYSIS sTm2J¢luFnu»all Analysis

1.



Wilhoit Water Company - Yavapai Mobile Home Estates
W-06065A-07-0311Docket No.

Test Year Ended

Line No.

22
21

24
23

20

11

13

10

14

12

15

18
19

16
17

Acquisition
1/2 yr convention
full yr on remain
Net Book Value

Acquisition
1/2 yr convention
Net Book Value

DESCRIPTION
Acc um. Depreciation

Depreciation
Net Book Value

Depreciation
Net Book Value

Depreciation
Net Book Value

Depreciation
Net Book Value

Depreciation
Net Book Value

Depreciation
Net Book Value

Depreciation
Net Book Value

Depreciation

December 31, 2006

2002

2001

2005

2002

2005

2001

2003

2005

2003

2000
2000

2004
2004

2006
2006
2005

1999
1999

1998
1998

1997
1997

1997

PROPOSED

$

COMPANY

Wells &
S prings

(A)

88,071

10,381
738

7,250
500

6,750
500

8,250
500

7,750

500

8.750
500

G 250

9,750
500

9.250
500

500

250

119

ADJUSTMENTS

$

Pumping
Equipment

STAFF

(B)

4,125
250

4.375
250

3,625
250

4,875
250

3,875
250

4.625
250

3,375
250

2,875
250

3 125

8 359

250

125

RECOMMENDED

$

Storage
Tanks

STAFF

(C)

79,713

9360
480

240

Depreciation
Expense

GTM-7

Annual

(D)

1 468

750

750
359

750

750

750

750

750

750

375

25
Acquisition
1/2 yr convention 2006 157 157

26 Tota ls 2006 15,777 2 625 8880

27 Total Unsupported Acquisitions 21,040 5 000 g 600

28 Accumulated Depreciation Adjustment 8 359

7

5

g

2

6

8

4
3

1

Unsupported asset additions

1

I

1

1 l

Q

0

0

9

l



Wilhoit Water Company - Yavapai Mobile Home Est&es
Docket No. W-0S065A-07~0311
Test Year Ended Derzembef 31, 2006

Line
No.

1
2
3
4
5
s
7
8
g
10
11
12
13
14
15
LG
17
18
19
ZN
21
22
23
24
25
26
27
28
29
30
31
32
33

ACCT

Plant In Sewioe
301 .0 Organization
302.0 Franchises
303.0 Land & Land Rights
304.0 Structures & Improvements
305.0 Collecting & Impounding Reservoirs
306.0 Lake, River, Canal intakes
307.0 Wells & Springs
308.0 lnhltration Galleries
309.0 Raw Water Supply Mains
310.0 Power Generation Equipment
311.0 Pumping Equipment
320.0 Water Treatment Equipment
320.1 Water Treatment Plants
320.2 Solution Chemical Feeders
330.0 Distribution Reservoirs & Standpipes
330.1 Storage Tanks
330.2 Pressure Tanks
331.0 Transmission 81 Distrib Mains
333.0 Services
334.0 Meters & Meter Installations
335.0 Hydrants
336.0 Backflow Prevention Devices
339.0 Olher Plant & Misc. Equipment
340.0 Office Furniture & Equipment
340.1 Computers & Software
341.0 Transportation Equipment
342.0 Stores Equipment
343.0 Tools, Shop e Garage Equip.
344.0 Laboratory Equipment
3450 Power Operated Equipment
346.0 Communication Equipment
347.0 Miscellaneous Equipment
348.0 Other Tangible Plant

DESCRIPTION

s

PRIOR
DECISiON

RATE
BASE

36,511
7,057
5.503

114.996

2,949

4,2sa

1,2so
5,oco

149

+ PLANT

ADDITIONS
_ PLANT

SUBTRACTIONS

21,040

9.600

5,00o

s

[A]
STAFF

ADJUSTED
AMOUNT

36.611
7,057
5.603

1a_99s

1 ,250
5,000

2,949

4,238

149

LESS
Acc U MULATED
DEPRECIATION

N/A
5,000

36,611
7,os7
5.603

18,996

2.949

4.238

149

s

[Bl
OC LD

Depreciable
AMOUNT

Projected
RATE

[C]

2.22%
5.00%
2.00%
3.33%
8.30%
2.00%
6.67%
6.67%
6.67%

20.00%
20.00%
4.00%
5.00%

10.00%
5.00%

10.00%
10.00%

3. 33%
20.00%

0.00% $
0.00%
0.00%
3.33%
250%
250%
3.33%
657%
2.00%
500%

12.50%

EXPENSE

GTM-8

[D]

(

s s34
35
36

SubtotalGeneral
Less: Non- depreciable As:couM(s) (LE)
Depreciable Pham (L29-L30) B1,853 s

81 ,853
1.250

80,603 s

s37
38
39
40

1

Conlrkbutions-in-Aid-of-Consiruction (CIAC)
Cumposi\e Depreciation/Amortization Rate

Less; Amortization of CIAC (L3Z x L33)
Depreciation Expense - STAFF [CoL (C), L29 - L34]

s
s

LINE
n o . DESCRIPTION

[Ax
COMPANY
PROPOSED

IB] [Cl
STAFF STAFF

ADJUSTMENT RECOMMENDED

as Revised Depreciation Expense s 1 ,827 s (1,827) s



Wilhoit Water Company
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APPENDIX B

List of Schedules

The following illustrates the ACRM schedules. The values are only illustrative.

1. Balance Sheet - The most recent balance sheet available at the time of the ACRM filing.

2. Income Statement - The most recent income statement for the twelve months ending
at the balance sheet date.

3. Earninqs Test - An earnings test calculation to verify the ACRM surcharge does not
result in excess earnings.

4. Rate Review Filinq - A rate review calculation.

5. Arsenic Compliance Revenue Requirement - An arsenic compliance revenue
requirement calculation.

6. Surcharqe Calculation - A calculation of the surcharge necessary for recovery of
arsenic remedial equipment capital costs.

7. Rate Base Calculation - A schedule showing the elements and the calculation
of the rate base.

8. CWIP Ledger - A ledger showing the transactions recorded in construction
work in Droqress account related to arsenic plant,

9. A schedules showing allocation factors and amounts among all systems.

10. Tvpical Bill Analysis - A schedlue showing the ACRM impact on the Typical 5/8-inch
Residential Customer monthly bill.
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APPENDIX B
ACRM Schedule 1

Balance Sheet

ILLUSTRATION ONLY

Line
M Description

Balance Sheet at most recent date prior to ACRM filing.

[A]

Month Year Ending

$ 175,530
(40,000)

ASSETS
Utility Plant in Service
Accumulated Depreciation - Utility
Properly Held for Future Use
Construction Work in Process
Subtotal Utility Plant $

2,000
137,530

Non-Utility Property
Accumulated Depreciation - Nonutility
Other Investments
Subtotal Non-Utility Property and Investments $

500

1 ,000
100

2,ooo
500

Current Assets
Cash
Working Funds
Temporary Cash Investments
Customer Accounts Receivable
Notes Receivable
Plant Material 8. Supplies
Prepayments
Miscellaneous Current 8t Accrued Assets
Other
Total Current Assets

910

$ 5.010

500

Deferred Debits
Debt and preferred stock
Expense of rate proceeding
Prelim survey & invest charges
Reg Asset-income tax recovery
Other
Total Deferred Debits $ 500

Total Assets $ 143,040

$
CAPITAL AND LIABILITIES

Common Stock
Paid in capital
Retained Earnings
Total Equity $

1,890
1,890

Preferred stock
Long term debt
Total Capitalization $ 1 ,890

1,000
200

109,200

Current Liabilities
Accounts Payable
Notes Payable (current portion)
Notes Payable to Associated Companies
Customer deposits
Taxes accrued
Accrued Interest
Miscellaneous current & accrued liabilities
Other

5,000
100

50
600

Subtotal Current Liabilities 116,150

Deferred Credits

Contributions in Aid of Construction

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
as
36
37
38
39
40
41
42
43
44
45
45
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63 TOTAL CAPITAL AND LIABILITIES $

25,000

143,040



Wilhoit Water Company
Yavapai Mobile Home Estates
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APPENDIX B
ACRM Schedule 2
Income Statement

ILLUSTRATION ONLY

Income Statement for the most recent 12 months prior to ACRM filing.

[A] [B]
Adjustments
Conforming

to the Decision

(C)

Month Year Ending As Adiusted

$ $

Description
Operating Revenues

Metered Water Revenue
Unmetered Water Revenue
Other Water Revenue
Total Operating Revenues $

114,000
600
500

115,100 $ $

114,000
600
500

115,100

15,000 15,000

14,350
50

30,000
3,000
2,500

10,300
6,600

300
3,300

14,350
50

30,000
3,000
2,500

10,300
6,600

300
3,300

Salaries & Wages
Purchased Water
Purchased Power
Chemicals
Repairs 8< Maintenance
Office Supplies & Expenses
Outside Services
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
Insurance - Health & Life
Regulatory Commission Expense
Miscellaneous Expense
Total Maintenance 8. Operating Expenses
Depreciation 81 Amortization Expense
General Taxes
Income Taxes

$ $

(1,200)
(1,200) $

Total Operating Expenses $

6,600
92,000

5,220
1 ,000

500
98,720 $ (1 ,200) $

5,400
90,800
5,220
1 ,000

500
97,520

UTILITY OPERATING INCOME I (LOSS) $ 16,380 $ 17,580

100 100
Other Income I (Expense)

Interest and Dividend income
Non-Utility Income
Miscellaneous Non-Utility Expenses
Other Income / (Expense) $ 100 $ 100

Income Before Interest Charges
Interest Charges

$ 16,480
1,000

$ 17,680
1,000

Line
No.

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
29
30
31
32
33
34
35
36
37
38
39 Net Income $ 15,480 $ 16,680

OPERATING ADJUSTMENT EXAMPLE

Line

M Description

[A]
COMPANY
AS FILED

[B]
STAFF

ADJUSTMENT

(C)
STAFF

AS ADJUSTED

40 Miscellaneous Expense $ 90,800 $ (1 ,200) $ 89,600

Please explain adjustment here. E.g., to remove lobbying expense disallowed by decision,
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APPENDIX B
ACRM Schedule 3
Earnings Test
ILLUSTRATION ONLY

Line
No.

[A]
Month Year Ending

ActualDescription
Operating Revenues
Total Operating Revenues $ 115,100

Operating Expenses
Total Maintenance & Operations Expense
Depreciation 8 Amortization
General Taxes
Income Taxes
Total Operating Expenses

92,000
5,220
1 ,000

500
98,720

Utility Operating Income 16,380

Other Income 100

Income Before Interest Charges 16,480

Interest Charges 1 ,000

Net Income $ 15,480

Rate Base - O,C.L.D, (2006 Test Year) 146,500

Authorized ACRM Operating Margin per Decision 21 .63%

Actual ROR (Ln, 11 + Ln. 21) 11.18%

Actual Operating Margin (Lm. 11 + Ln. 2) 14.23%

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
to
19
20
21
22
23
24
25
26
27
28
29 Interest Coverage (Ln. 11 + Lm. 8 + Ln. 17) 16.88



Wilhoit Water Company
Yavapai Mobile Home Estates
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APPENDIX B
ACRM Schedule 4

Rate Review

[A] (C)
Arsenic

Treatment
Plant

Increase

[D]

Per
Decision
XXXXX

[B]
12 Months

Ended
Month Year Ending

Adjusted AdiustedDescription
Operating Revenues

Total Operating Revenues s 115,417 $ 115,100 $ $ 115,100

Total Maintenance & Operatings Expense
Depreciation & Amortization
General Taxes
Income Taxes

Total Operating Expenses $

85,600
4,000
8,000

500
98,100 $

90,800
5,220
1,000

500
97,520 $ $

90,800
5,220
1 ,000

500
97,520

$ 17,317 $ 17,580 $ s 17,580

$ 51,243 $ 110,395 $ 36,105 $ 146,500

Operating Income

Rate Base 0.0._.D. (sch. 7 Ln. 32)

Authorized ACRM Return on Equity Per Decision 12.00% 12.00% 12.00% 12.00%

Actual ROR (Lm. 11 + Ln. 13) 33.79% 15.92% N/A 12.00%

15.00% 15.27% N/A 15.27%

$ $ 1,000 N/A $ 1,000

Line

M L
1
2
3
4
5
6
7
8
9

1 0
11
12
1 3
1 4
1 5
16
1 7
1 8
19
20
21
22
21

Operating Margin (Ln. 11 + Ln, 2)

Interest Expense (Synchronized Interest)

Interest Coverage (Ln. 11 + Ln. 8 + Ln. 21 ) 0.00 18.08 N/A 18.08
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APPENDIX B
ACRM Schedule 5

ACRM Revenue Requirement

ILLUSTRATION ONLY

[A]

$ 36,105

$ 36,105
5.00%
1.805
1.408

$

Line
L E

1
2
3
4
5
6
7
8
9
10
11
t o
13
14
15
16

$
$

Arsenic Plant Revenue Requirement
Arsenic Plant in Sewioe'
Less, Accumulated Depreciation
ACRM Rate Base
Depreciation rates
Depreciation expense
Depreciation expense net of tax savings
Recoverable O8¢M costs
Recoverable O&M costs net of tax savings
income/(Loss)
Rate of return
Authorized ACRM Return on Equity
Required Operating Income
Operating Income deficiency
Gross revenue conversion factor"
ACRM Surcharge Revenue Requirement $

(1 ,408)
-3.90%
12.00%
4,333
5,741
1.282

7,360

'From Schedule 8 CWIP Ledger
fUse composite rate calculated from component rates by account.
Assumes a 22 percent combined state and federal income tax rate.

4 GRCF = 1/(1-Tax Rate) = 1/(1-.22) = 1.282
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APPENDIX B
ACRM Schedule 7

Rate Base
ILLUSTRATION ONLY

[Al [B] [C] [D] [E] [F]

Per
Decision
XXXXX

Arsenic
Treatment

Plant
Increase

Decision
Plus Arsenic
Treatment

Plant

Actual
Balance

Month Year Ending

Arsenic
Treatment

Plant
Increase

Actual
Balance Plus
Arsenic Trtmt.

Plant

Gross Utility Plant in Service
Accumulated Depreciation

Arsenic Removal Facilities
Accumulated Depreciation of Arsenic Plant

s 111,493
(40,000)

s 36,105 $ 147,598
(40,000)

s
$

175,530
(40,000)

$ 36,105 $ 211 ,635
(40,000)

s 71,493 s 36,105 $ 107,598 $ 135,530 $ 36,105 $ 171,635

20,000
(750)

20,000
(750)

25,ooo
(1 ,too)

25,000
(1 ,000)

Net Utility Plant in Service
Advances in Aid of Construction
imputed Regulatory Advances

Acc um. Amortization of Regulatory AIAC
Contributions in Aid of Construction

Acc um. Amortization of CIAC
imputed Regulatory Contributions

Acc um Amortization of Regulatory ClAC
Customer Meter Deposits
Deferred Income Taxes & Investment Tax Credits

5,000 5,000 5,000 5,000

$ 24,250 $ $ 24,250 $ 29,000 $ $ 29,000

Total Deductions
Unamorlaed Finance Charges
Deferred Tax Assets
Allowance for Working Capital
Utility Plant Acquisition Adjustment

4,ooo 4,000 3.865 3.865

Total Additions $ 4,000 s $ 4,000 $ 3,865 $ $ 3,865

LINE

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
29
30
31 Total Rate Base $ 51,243 $ 36,105 s 87,348 $ 110,395 $ 36,105 $ 146,500
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APPENDIX B
ACRM Schedule 9

Typical Bill Analysis
ILLUSTRATION ONLY

Residential 5/8-inch Customer
[A] [B] [C] [DI

Gallons
Consumption

Present
Rates

ACRM
Surcharge

Total
EH!

Percent
Increase

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
21,000
22,000
23,000
24,000
25,000

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

10.00
11.95
13.90
15.85
18.80
21 .75
24.70
27.65
30.60
33.55
36.50
40.05
43.60
47.15
50.70
54.25
57.80
61 .35
64.90
68.45
72.00
75.55
79.10
82.65
86.20
89.75

$
$
$
$
$
$
$
$
$
$
$
$
$
$
s
s
$
$
s
$
$
$
$
$
$
$

2.62
3.01
3.40
3.79
4.18
4.57
4.96
5.35
5.74
6.13
6.52
6.91
7.30
7.69
8.08
8.47
8.86
9.25
9.65

10.04
10.43
10.82
11,21
11.60
11.99
12.38

$ 12.62
$  1 4 . 9 6
$  1 7 . 3 0
$  1 9 6 4
$  2 2 . 9 8
$  2 6 . 3 2
$  2 9 . 6 6
$  3 3 . 0 0
$  3 6 . 3 4
$  3 9 . 6 8
$  4 3 . 0 2
$  4 6 . 9 6
$  5 0 . 9 0
$  5 4 . 8 4
$  5 8 . 7 8
$  6 2 . 7 2
$  6 6 . 6 6
$  7 0 . 6 0
$  7 4 . 5 5
$  7 8 . 4 9
$  8 2 . 4 3
$  8 6 . 3 7
$  9 0 . 3 1
$  9 4 . 2 5
$  9 8 . 1 9
$ 102.13

26.29
25.29
24.4%
23.9%
22.2%
21 .0%
20.1%
19.4%
18.8%
18.39
17.9%
17.3%
16.7%
16.3%
15.9%
15.6%
15.3%
15.1%
14.9%
14.7%
14.5%
14.3%
14.2%
14.0%
13.9%
13.8%

Average Residential Consumption
Average Residential Bill $  2 3 4 0

$

$ 4.79 $ 28.19 20.5%

Line
No.

1
2
3
4
5
6
7
8
g

1 0
11
12
13
14
15
16
17
18
19
20
21
22
2 3
24
25
26
27
28
29
30
31
32
33
34
3 5
35

Monthly Minimum Rate
Commodity Rate 0 to 3,000 gallons
Commmodity Rate 3,001 to 10,000 gallons
Commmodity Rate 10,000 gallons and over

10.00
1 ,950
2.950
3.550

2.62
0.3904
0.3904
0.3904



ENGINEERING REPORT
FOR WILHOIT WATER COMPANY
(YAVAPAI MOBIL HOME ESTATES)
Docket No. W-02065A-07-0311

October 3. 2007

CONCLUSIONS

The Arizona Department of Environmental Quality ("ADEQ") has reported that
the Yavapai Water  System (Public Water  System # 13-077) has unresolved
arsenic exceedance and has a temporary interconnection with the City of Prescott
Water being served via the Prescott tie-in meets water quality standards required
by Arizona Administrative Code, Title 18, Chapter 4

The Company has not yet obtained the Approval of Construction ("AOC") for its
Arsenic Treatment System from ADEQ

The Company did not report the data for gallons pumped. Based on the unknown
gallons pumped, the water loss percent cannot be deterrent

The Company is located in the Prescott Active Management Area ("AMA") and is
subject to Arizona Department of Water Resources ("ADWR") reporting and
conservation requirements. ADWR has indicated that the Company's Yavapai
system is not in compliance with ADWR requirements for calendar year 2006
based on ADWR's audit of the Company's 2006 Annual Withdrawal and User
Reports

The Company water system's current well and storage capacities are adequate to
serve the present customer base and reasonable growth

The Company does not have an approved Curtailment Plan Tariff ("CPT") for its
system

The Company has an approved backflow prevention tariff.

The proposed arsenic treatment system and estimated costs appear to be reasonable and
appropriate

RECOMMENDATIONS



S ta ff re comme nds  tha t the  Compa ny file  with Docke t Control, a s  a  complia nce
ite m in this  docke t by De ce mbe r 31, 2008, docume nta tion from ADEQ indica ting
tha t the re  a re  no compliance  de ficiencie s  and the  Yavapa i Wate r Sys tem (Public
Water System # 13-077) is  de livering wate r tha t mee ts  the  wate r qua lity s tandards
required by Arizona  Adminis tra tive  Code , Title  18, Chapte r 4.

S ta ff re comme nds  tha t the  Compa ny file  with Docke t Control, a s  a  complia nce
ite m in this  docke t by De ce mbe r 31, 2008, a  copy of the  ADEQ AOC for the
arsenic treatment system.

S ta ff re comme nds  tha t the  Compa ny file  with Docke t Control, a s  a  complia nce
item in this  docke t by December 31, 2008, a  le tte r from ADWR indica ting tha t the
Compa ny's  wa te r use  a nd monitoring re quire me nts  ha ve  be e n re solve d a nd the
Yavapai system's  well #55-504297 has been converted to a  non-exempt well.

S ta ff re comme nds  tha t Wilhoit be  re quire d to re port the  Wa te r Us e  Da ta  (to
include  cus tome r count informa tion) a nd P la nt S umma ry informa tion se pa ra te ly
for each of its  three  water systems in future  Annual Reports .

S ta ff recommends  tha t the  Company monitor the  Yavapa i sys tem and submit the
ga llons  pumped and sold to de te rmine  the  actua l wa te r loss  for one  full yea r. The
results  of this  monitoring and reporting should be  docke ted a s  a  compliance  item
in this  ca s e  within 13 months  of the  e ffe ctive  da te  of the  orde r is s ue d in this
proce e ding. If the  re porte d wa te r los s  for the  pe riod is  gre a te r tha n 10%, the
Company sha ll prepare  a  report conta ining a  de ta iled ana lys is  and plan to reduce
wa te r los s  to 10% or le s s . If the  Compa ny be lie ve s  it is  not cos t e ffe ctive  to
re duce  wa te r los s  to  le s s  tha n 10%, it s hould s ubmit a  de ta ile d cos t be ne fit
ana lys is  to support its  opinion. In no ca se  sha ll the  Company a llow wa te r loss  to
be  gre a te r tha n 15%. The  wa te r los s  re duction re port or the  de ta ile d a na lys is ,
whichever is  submitted, sha ll be  docke ted as  a  compliance  item within 13 months
of the  e ffective  da te  of the  order issued in this  proceeding.

S ta ff re comme nds  tha t a nnua l wa te r te s ting e xpe nse  of $1,983 be  use d for this
proceeding.

S ta ff re comme nds  tha t the  Compa ny a dopt the  de pre cia tion ra te s  de line a te d in
Ta ble  B.

Staff recommends tha t the  Company adopt Staffs  recommended Service  Line  and
Mete r Ins ta lla tion cha rges  lis ted in Table  C.

2.

4.

3.

5.

6.

9.

7.

1.

8.

S ta ff re comme nds  tha t the  Compa ny tile  a  CP T with  Docke t Contro l, a s  a
compliance  item in this  same  docke t, within 45 days  a fte r the  e ffective  da te  of the
de cis ion  in  th is  ca s e  for the  re vie w a nd ce rtifica tion  of S ta ff S ta ff furthe r
re comme nds  tha t the  ta riff sha ll ge ne ra lly conform to the  sa mple  ta riff found on
the  Commiss ion's  webs ite  a t www.a zcc.gov/divis ions /ntilitie s /forms /Curta ilme nb

S ta ff re c o g n iz e s  th a t th e  Co mp a n y ma y n e e d  to  ma ke  min o r

11



modifica tions  to  the  s a mple  ta riff a ccording  to  its  s pe cific  ma na ge me nt,
operational, and design requirements as necessary and appropriate.

1 0 . The submitted costs for drilling a new well appear to be reasonable.

iii
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A. INTRODUCTION AND LOCATION OF COMPANY

On May 21, 2007, Wilhoit Water Company /Yavapai Mobil Home Estates ("Company")
tiled rate and financing applications with the Arizona Corporation Commission ("ACC"
or "Commission"). The Yavapai Water System ("System") serves the Yavapai Mobil
Home Estates east of Highway 89 in Chino Valley. Figure l shows the location of the
Company within Yavapai County and Figure 2 shows the approximate two square miles
of certificated area.

Figura l
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B. DESCRIPTION OF THE WATER SYSTEM

T he p la nt  fa c i l i t ies  wer e vis i t ed on Augus t  10 ,  2007 ,  by Ka t l in S tukov in t he
accompaniment of Jim West, the Company's representative. The system has three wells
(located on three separate sites), two storage tanks, pumping facilities and a distribution
system sewing 95 customers. The Company's newest well which was drilled in 20051
was capped and never  connected to the system due to its  high arsenic level. The
Company's two other wells which were drilled in 1971 and 1982 (see detailed plant
facility tables below) were taken out of service in January 2007 due to the high arsenic
levels in the water these wells were producing. The City of Prescott (the "City") agreed to
provide water supply to the Company through a temporary interconnect until December
31, 2007. The Company is now in process of installing an arsenic treatment systems
which according to the Company is designed to treat water produced by the Company's
two older wells. The Company has no plans at this time to use the newest well. Figure 3

1 See Section J (Financing) for more details on this newest well.
,z See Section E (ADEQ) in this report for more details on the Company's arsenic issue.
3 See Section J (Financing) for more details.
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5-HpPump 5-Hp

30 GPM 30 GPM n
6-inch 6-inch 6-inch

420 ft 389 ft
.
I580 ft

1971 1982 2005

I .5-inch 2-xnch

Plant Items

Loca tion: S ite  # 1 Loca tion: S ite  #2 Loca tion: S ite  # 3

South Well
ADWR # 55-622747

North We ll
ADWR # 55-504297

Capped Well *
ADWR # 55-904908

Pumplng Rate

Casing Size

Casing Depth

Ye a r Drille d

Meter Size**

r -
Location Water Tanks Components Structures

Pump house
enclosure

Fence (20'x l5')

Site#1
14,000 gallons storage
tank
14,000 gallons storage
tank

3,000 gallons pressure
tank

(2)-5Hp booster pump
(l)chlorine injection
pump and chlorine tank

Site#1

S ite#1

Site#2

Diamete r(inches) Material Length (fee t)

4 P VC 1,300
6 P VC 6,137

Size (inches) Quantity

5/8 X 3/4 93

21 1

Comp.4 1

provides a process schematic for the water system. The tables below show detailed plant
facilit ies for  the test  year  as reported by the Company on August 20,  2007,  and on
October 3, 2007:

Wells

*Note : We ll wa s  drille d a nd ca ppe d due  to high a rs e nic le ve l (ove r 400 ppb)
**Note : Both we lls  we re  ta ke n out of s e rvice  in J a nua ry 2007, the re fore , S ta ff could not

ve rify a ny informa tion for we lTs  me te rs  during s ite  vis it.

Wa te r Ta nks  a nd Compone nts

Wa te r Ma ins Cus tome r Me te rs



Figure 3 System Schematics

4 Based on Staffs  s ite vis it
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421

333

307

255

382

347

270
258

246

211

'oh

Based on the information provided by the Company, water use for the test year ending
December 31, 2006, is presented below. Customer consumption included a high monthly
water use of 421 gallons per day ("GPD") per connection in May, and the low water use
was 190 GPD per connection in October. The average annual use was 284 GPD per
connection.

Water Sold

0 WATER USE

» ,.... '
>

r . 8 JV4.  v
éz4."4*:.v 6

,gr 4

v* 2"i
9:42

Water Us e

Non-account Water

Non-accommt water should be 10% or less. It is important to be able to reconcile the
difference between water sold and the water produced by the source. A water balance
will allow a company to identify water and revenue losses due to leakage, theft and
flushing.

The Company reported 9,850,109 gallons of water sold and did not report the data for
gallons pumped. In its responses to data requests, the Company stated that it was not
known until recently (2007) that meters were in place on system's wells, therefore, no
readings were done in 2006. Based on the unknown gallons pumped, the water loss
percent cannot be determined at this time.

C

s Based on Company's responses to Staffs request for information received on August 20, 2007
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System Analvsis

Ba s e d on the  da ta  provide d by the  Compa ny, the  s ys te m's  curre nt two s ource  we ll
production ca pa city tota ling 60 GP M a nd s tora ge  ca pa city of 28,000 ga llons  could
adequa te ly se rve  approximate ly 130 se rvice  connections  (governed by s torage  capacity)
The  sys tem had 95 connections  during the  te s t yea r. S ta ff concludes  tha t the  Company's
current well and s torage  capacities  a re  adequa te  to se rve  the  present customer base  and
reasonable  growth

G R O WT H

In the  Company's  Annua l Reports , it did not sepa ra te  the  cus tomer count for e ach of its
three  independent wa te r sys tems, but ins tead, reported its  entire  cus tomer base  a s  one
There fore , S ta ff cannot report or project growth for the  Company us ing his torica l annua l
growth ra te s . The  Company should be  required to report its  cus tomer count by sys tem in
liga ture  Annua l Reports . S ta ff would note , howe ve r, tha t the  Compa ny re porte d 78
customers  during 1991, for the  Company's  prior ra te  case , and the  Company reported 95
cus tome rs  during 2006 te s t ye a r for this  ra te  ca s e . Ba s e d on this  informa tion, S ta ff
ca lcula te d a  growth ra te  of a pproxima te ly 2 cus tome rs  pe r ye a r a nd e s tima te d tha t the
system could have  over 115 customers  by2011

ADE Q  C O MP LIANC E

Compliance  / Arsenic

The  ADEQ has  reported tha t the  Yavapa i Wate r System (Public Wate r System # 13-077)
has  unresolved a rsenic exceedance  and has  a  tempora ry inte rconnection with the  City of
P re s cott. This  te mpora ry inte rconne ct ha s  e na ble d the  Ya va pa i s ys te m to s e rve  a n
a lte rna te  s ource  of wa te r tha t me e ts  the arsenic s ta nda rd. The  Compa ny ha s  until
De ce mbe r 31, 2007, to ins ta ll a rs e nic tre a tme nt. P rior to this  inte rconne ct the  ADEQ
database shows

Arsenic exceedance on March 23. 2005 and June 28. 2005
The required quarterly Arsenic analyses have not been done after exceedance

Wa te r be ing s e rve d via  the  P re s cott tie -in me e ts  wa te r qua lity s ta nda rds  re quire d by
Arizona  Adminis tra tive  Code , Title  18, Chapte r 4

Approva l of Cons truction ("AOC")

The  Compa ny ha s  not ye t obta ine d the  AOC for the  Ars e nic Tre a tme nt S ys te m from
ADEQ

Per ADEQ Compliance Status Report dated November 8, 2007



Lead & Copper - per 3 years
- Sampling & shipping

Monitoring Cost per
test

No. of tests
per year

Annua l Cost

Tota l coliform monthly $65 12 $780

Inorganics  - P riority P ollutants MAP MAP MAP

Radiochemical - per 4 years MAP MAP MAP

Phase H and V:
I

Nitra te  - a nnua l $55 1 $55

MAP

Nitrite once per period MAP MAP

Asbestos - per 9 years MAP MAP

MAP - IOns , s a cs , & VOCs MAP MAP MAP
MAP fee $502

$67
$50

$112
$17

$80

$320

$40
$30

5/3-yrs
5/3-yrs

D/DBP 1
TTHM/HH5 - per 3 years

- Sampling & shipping samples
$335
$50

1
1

Maximum Residual Disinfection Level ("MRDL") $20 4

Arsenic $80 4

Tota l $1,983

F . WATER TESTING EXPENSE

The Company is subj act to mandatory participation in the Monitoring Assistance Program
("MAP"). Participation in the MAP program is mandatory for water systems, which serve
less  than 10,000 persons (approximately 3,300 service  connections). The Company
reported its water testing expense at $3,559 during the test year. In addition to MAP fees
for the 2006 Calendar Year, these expenses included MAP fees for 2007 for the Yavapai
sys tem and MAP fees  for two othe r sys tems  (#l3-055 and # 13-056). Also, the se
expenses included fee for preparation of the Consumer Confidence Report ("CCR") and
costs related to arsenic tests for the future Arsenic Treatment System. Staff has reviewed
these expenses and has recalculated the annual expense by subtracting non-applicable
MAP fees , CCR fees  and cos t of te s ts  for the  future  plant, and adding the  omitted
monitoring requirements  for lead & copper and Disinfection/Disinfection By-Product
("D/DBP"). Annual D/DBP monitoring applies to any public water system that adds a
halogenated disinfectant during the treatment process. The Company chlorinates its wells
and therefore, is required to monitor for D/DBP. Table A shows Staffs adjusted annual
monitoring expense  es timate  of $1,983 with participa tion in the  MAP (ADEQ - MAP
invoice for the 2006 Calendar Year was $502).

Table A. Water Testing Cost

Staff recommends annual water testing expense of $1,983 be used for purposes of this
application.

7



G. ADWR COMPLIANCE

The Company is  within the Prescot t  AMA, and consequently is  subject  to ADWR
reporting and conservation requirements. In response to Staffs requests for a compliance
status, ADWR provided a copy of its Advisory letter to Wilhoit Water Company dated
October ll, 2007. According to the letter, the Company's three water systems (Yavapai,
Blue Hills and Dell's) are not in compliance with ADWR requirements for calendar year
2006, based on ADWR's audit of the Company's 2006 Annual Withdrawal and User
Report. The Company shall provide conformation of repair or installation of new meters
for  a l l  i t s  wells  to ADWR by December  l l ,  2007.  T he Company's  2007 Annua l
Withdrawal and User Report will have to include the partial meter readings for the fourth
quarter of 2007. Furthermore, in order to continue to use one of the Yavapai system's
exempt well (#55-504297) under the Company's service area right, it will have to be
converted to a non-exempt well.

H. DEPRECIATION RATES

The Company has been using a depreciation rate of 5.00% in every National Association
of Regulatory Utility Commissioners ("NARUC") plant category. In recent orders, the
Commission has been shifting away from the use of composite rates in favor of individual
depreciation rates by NARUC category. (For example, a uniform 5% composite rate
would not really be appropriate for either vehicles or transmission mains and instead,
different specific retirement rates should be used.)

Staff has developed typical and customary depreciation rates within a range of anticipated
equipment life. These rates are presented in Table B below and it is recommended that
the Company use depreciation rates by individual NARUC category on a going-forward
basis.

8



NARUC
Account No.

De pre cia ble  P la nt
Ave ra ge
S e rvice  Life
(Ye a rs )

Annua l
Accrua l Ra te

(% )
9304 Structures  & Improvements 30 3.33

305 Colle cting & Impounding Re se wolrs 40 2.50

306

330.1

La ke , Rive r, Ca na l Inta ke s 40 2.50

We lls  & S prings 30 3.33

Infiltra tion Ga lle rie s 15 6.67

Raw Wate r Supply Ma ins 50

P owe r Ge ne ra tion Equipme nt 20

P um ping Equipm e nt 8

Water Trea tment Equlpment
5~ ix.

.2.$"."*' Pia
. . . . . . * x .."-Q.

Water Treatment Plants 30 3.33 I
S olution Che mica l Fe e de rs 5 20.0

Dis tribution Re s e rvolrs  & S ta ndplpe s

S tora ge  Ta nks 45

330.2

340

P re ssure  Ta nks 20

Tra nsmis s ion & Dis tribution Ma ins 50

S ervice s 30

Me te rs 12

Hydra nts 50

Ba ckflow P re ve ntion De vice s 15 6.67

Othe r P lant & Misc Equipment 15 6.67

20.00

Office  Furniture  & Equlpm e nt 15

340.1 Com pute rs  & S oftwa re 5

Tra ns porta tion Equlpme nt 5 20.00
I
I

!

S tore s  Equipme nt 25 4.00

Tools , S hop & Ga ra ge  Equipme nt 20

La bora tory Equipm e nt 10

P owe r Ope ra te d Equipme nt 20

Com m unica tion Equlpm e nt 10 10.00

Misce llaneous  Equipment 10 10.00

Othe r Ta ngible  P la nt

307

308

309

310

311
320

320.1

320.2

330

2.00

5.00

12.5

330.1

330.2

331

333

334

335

336

339

2.22

5.00

2.00

3.33

8.33

2.00
I
I
1

340

340.1

341

342

343

344

345

346

347

348

TABLE B
TYPICAL DEPRECIATION RATES FOR WATER COMPANIES

NOTES
These depreciation rates represent average expected rates. Water companies may
experience different rates due to variations in construction, environment, or the physical
and chemical characteristics of the water

Acct. 348, Other Tangible Plant may vary from 5% to 50%. The depreciation rate would
be set in accordance with the specific capital items in this account



Meter Size4
5/8 x 3/4-inch $520 $135$385 I$520

3/4-inch $295 $600 $385 $215 I
I$600

$345 $690 $435 $255 $690

$520 $935 $470 $465 $935

$725 $1,595 $630 $965 $1,595

$925 $2,275 $805 $1,470 $2,275

$1,550 $3,520 $1,170 $2,350 $3,520

$3,725 $6,275 $1,730 $4,545 $6,275

Company' s
Proposed
Charges

Staff" s Recommendations

Service Line
Charges

Meter
Charges

Total
Cha rge s

I
I
:

5/8 x 3/4-inch

3/4-inch

1 -inch

1-1/2-inch

2-lnch

3-inch
I

4-inch

6-inch

OTHER ISSUES

Service Line and Meter Installation Charges

The Company has requested changes in its service line and meter installation charges
These charges are refundable advances and the Company's requested charges are within
range of charges typically recommended by Staff. Since the Company may at t imes
install meters on existing service lines, it would be appropriate for some customers to
only be charged for the meter installation. Therefore, separate service line and meter
charges have been developed by Staff Staffs recommended charges listed in Table C
should be adopted

Table C. Service Line and Meter Installation Charges

Curtailment Plan Tariff

A Curtailment Plan Tariff ("CPT") is an effective tool to allow a water company to
manage its  resources dur ing per iods of water  shor tages due to pump breakdowns
droughts, or other unforeseeable events. Since the Company does not yet have a CPT, this
Rate application provides an opportune time to prepare and file such a CPT

Backflow Prevention Tariff

The Company has an approved backflow prevention tariff

FINANCING

T he Company has  submit ted a  f inancing applica t ion to a ss is t  in f inding of  two
improvement projects installed in attempt to mitigate the Yavapai water system's arsenic

Became effective on December 9. 1992
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De s cription Amount
6"Borhole $6,000
6"Stee1 Casing $241.66
6"Dr1ve Shoe $100.00
4.5"P VC We ll Ca s ing 881,663.26

4.5" PVC Well Cas ing Screen $582.14
Surface  Seal Grout / Permits $400.00
Subtotal $8,987.06
Sales Tax $370.94

de ficie ncie s . The  sys te m's  two we lls  ha ve  a rse nic le ve l a t 316 pa rts  pe r billion ("ppb").
The  maximum contaminant leve l for a rsenic is  10 ppb.

Construction Projects and Costs

Drilling a  ne w we ll (ADWR# 55-904908)

Th e  Co mp a n y re p o rte d  th a t th is  we ll wa s  d rille d  with in  a b o u t %  mile  fro m th e
Compa ny's  e xis ting pla nt in a tte mpt to loca te  a  s upply of wa te r tha t would me e t the
arsenic s tandards. In its  responses to da ta  requests , the  Company sta ted tha t the  s ite  was
considered due  to the  fact tha t a  priva te  well on an adj cent property was producing wate r
with minima l leve ls  of a rsenic. However, the  new we ll ha s  not been put in se rvice  due  to
h ig h  a rs e n ic  le ve ls  fo u n d  in  wa te r (o ve r 4 0 0  p p b ).  Th e  Co mp a n y is  re q u e s tin g
a uthoriza tion to  incur $10,000 in de bt for drilling this  we ll. As  pa rt of this  fina ncing
a pplica tion the  Compa ny s ubmitte d invoice  e s tima te  from K.P . Ve nture s  Drilling &
Pump Co. with the  cos t breakdown as  follows:

Tota l $9,358.00

Although the  s ubmitte d  cos ts  for drilling  a  ne w we ll a ppe a r to  be  re a s ona ble , the
Compa ny a tte mpte d to loca te  a  s upply of wa te r without cons ulting a  hydrologis t a nd
de ta ile d e xplora tion of a quife r da ta . At the  pre se nt time  the  Compa ny doe s  not pla n to
utilize  the  we ll due  to the  e xpe ns e  tha t would be  incurre d to re move  the  high le ve l of
a rsenic from the  wa te r produced by this  we ll.

Arsenic Trea tment System

The  Compa ny is  re que s ting a uthoriza tion to incur $36,105.40 in de bt for ins ta lla tion of
the  Arsenic Trea tment System with the  approximate  trea tment capacity of 77,000 ga llons
per days . As part of this  financing applica tion the  Company submitted an invoice  from the
GECOM Wate r Solutions , Inc. which included the  following cos t breakdown:

2.

8 Based on Company's responses to Staffs request for information received on October 3, 2007
9 Per Colnpany's responses to data requests received on July 5, 2007.
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De s cription Amount
Single  tank $19,000
PH adjustment system $3,500
P re -filte r $3,900
Me dia $7,000

Sales Tax $2,705.40
Tota l $36,105.40

Staff concludes tha t the proposed arsenic treatment system and estimated costs appear to
be reasonable and appropriate
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