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UTILITY COMPANY AND PERKINS MOUNTAIN WATER COMPANY
APPLICATIONS FOR NEW CERTIFICATES OF CONVENIENCE AND
NECESSITY DOCKET NOS. SW-20379A-05-0489 AND W-20380A-05-0490

Introduction

On July 7, 2005, Perkins Mountain Utility Company (“Perkins Utility”) and Perkins
Mountain Water Company (“Perkins Water”) (collectively “Perkins Companies” or
“Companies”) filed applications with the Arizona Corporation Commission (“Commission”) for
Certificates of Convenience and Necessity (“CC&N”) to provide public utility wastewater
service and water service to communities in Mohave County, Arizona.

On November 30, 2007, the Perkins Companies filed an amendment to its applications.
According to the filing, the stock of the Perkins Companies was purchased by Utilities, Inc.
Utilities Inc. owns and operates wastewater and water companies in 17 states, including Arizona.

On December 21, 2007, the Perkins Companies filed revised financial information.

Capital Structure

On March 28, 2008, Staff filed a report of its recommendations regarding the Perkins
Companies’ CC&N applications. Among other things, Staff recommended a capital structure in
the fifth year of operations consisting of 0.00 percent debt, 50.00 percent equity, and a combined
50.00 percent for advances in aid of construction (“AIAC”) and contributions in aid of
construction (“CIAC”).

On April 15, 2008, the Perkins Companies filed direct testimony in which they agreed
with all of Staff’s recommendations except the capital structure recommendation. The Perkins
Companies were concerned that Staff’s recommended capital structure would place the
Companies and customers at a greater financial risk and the developer at a lesser financial risk.!

! Perkins Companies, Ray Jones Direct Testimony beginning at page 12 line 16 through page 13 line 21.
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After consideration of the Perkins Companies concerns regarding the capital structure
and the fact that Utilities Inc., is in the utilities business and owns and operates many
successfully run wastewater and water companies in 17 states, including Arizona, Staff has
revised its recommended rate of return to 10 percent (as shown on Schedules CSB WW-1 and
W-1) and its recommended capital structure to consist of: no debt, at least 40 percent equity, and
no more than 60 percent AIAC/CIAC (as shown on Schedules CSB WW-4 and W-4). Further,
Staff recommends that approval of the Perkins Companies’ CC&Ns be made conditional upon
the Companies’ agreement to file applications for rate increases no earlier than such time as the
Companies have obtained Staff’s recommended capital structure.

Staff’s recommended level of AIAC in the capital structures of the Perkins Companies is
also reflected in the Companies’ respective rate bases as shown on Schedules CSB WW-2 and
W-2. Staff’s recommended 10 percent rate of return applied to Staff’s higher rate bases,
increased the revenue requirements which, in turn, increased the property taxes and income taxes
as shown on Schedules CSB WW-3 and W-3.

Staff’s amended rates and charges are shown on the Schedules CSB-WW5 and WS5.

Sports Entertainment Property

In its Staff Report of March 28, 2008, Staff recommended that the Perkins Companies
file an amended legal description for The Villages at White Hills that included the entire 440
acres for the Sports Entertainment and the Sagebrush Enterprises, Inc. properties. On April 25,
2008, the Perkins Companies filed such an amended legal description. Exhibit A of the April
25™ filing is an amended legal description for the Villages at White Hills that includes the
Sagebrush Enterprises, Inc. property (320 acres). Exhibit B is a legal description of the Sports
Entertainment property (120 acres). Based on information provided by the Perkins Companies,
the Sagebrush Enterprises, Inc. property was included in the Arizona Department of Water
Resources (“ADWR?”) analysis, while the Sports Entertainment property was not.

Based on the Perkins Companies’ filing of April 25, 2008, and the ADWR information,
Staff would now recommend that Exhibit A of the April 25™ filing be accepted as the legal
description for the Perkins Companies’ conditional CC&N for The Villages at White Hills. In
addition, Staff would recommend that Exhibit B of the April 25™ filing be granted to the Perkins
Companies as an Order Preliminary with the following conditions:

1. That Perkins Water file with Docket Control a copy of the developer’s ADWR Analysis
of Adequate Water Supply demonstrating the availability of adequate water for the Sports
Entertainment property when received by Perkins Water, but no later than 3 years after
the effective date of this Order Preliminary,

2. That Perkins Utility file with Docket Control an Aquifer Protection Permit that includes
the Sports Entertainment property when received by Perkins Utility, but no later than 3
years after the effective date of this Order Preliminary, and
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That after the Perkins Companies comply with the above two items, they shall make a
filing stating so. Within 30 days of such filing, Staff shall file a response in the form of
an Order. The Commission should schedule this item for a vote to grant the CC&N as
soon as possible after Staff’s Proposed Order is filed confirming the Perkins Companies
compliance with the above two items.

Recommendations

Staff recommends:

1.

That Exhibit A of the Perkins Companies April 25, 2008 filing, be accepted as the legal

description for the Perkins Companies’ conditional CC&N for The Villages at White

Hills. In addition, Staff would recommend that Exhibit B (Sports Entertainment

property) of the April 25™ filing be granted to the Perkins Companies as an Order

Preliminary with the following conditions-

A. That Perkins Water file with Docket Control a copy of the developer’s ADWR
Analysis of Adequate Water Supply demonstrating the availability of adequate water
for the Sports Entertainment property when received by Perkins Water, but no later
than 3 years after the effective date of this Order Preliminary,

B. That Perkins Utility file with Docket Control an Arizona Department of
Environmental Quality Aquifer Protection Permit that includes the Sports
Entertainment property when received by Perkins Utility, but no later than 3 years
after the effective date of this Order Preliminary, and

C. That after the Perkins Companies comply with the above two items, they shall make a
filing stating so. Within 30 days of such filing, Staff shall file a response in the form
of an Order. The Commission should schedule this item for a vote to grant the
CC&N as soon as possible after Staff’s Proposed Order is filed confirming the
Perkins Companies compliance with the above two items.

That approval of the Perkins Companies’ CC&Ns be made conditional upon the

Companies agreement to file applications for rate increases within six months following

the fifth anniversary of the date they begin providing service to their first customer, but

not prior to the end of the calendar year in which they have obtained Staff’s
recommended capital structure.

Approval of the Staff recommended rates and charges as shown on Schedules CSB-WW5

and CSB-WS5.

EGJ:CSB:kdh

Originators: Crystal S. Brown & Steve Olea
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COMPANY COMPANY STAFF STAFF
LINE ORIGINAL FAIR ORIGINAL FAIR
NO. DESCRIPTION COoST VALUE COST VALUE
1 Adjusted Rate Base $ 5,598,332 $ 5,598,332 $ 6,298,778 $ 6,298,778
2 Adjusted Operating Income (Loss) $ 580,333 $ 580,333 $ 580,333 $ 580,333
3 Current Rate of Return (L2 /L1) 10.37% 10.37% 9.21% 9.21%
4 Required Rate of Return 10.37% 10.37% 10.00% 10.00%
5 Required Operating Income (L1 * L4) $ 580,333 $ 580,333 3 629,878 $ 629,878
6 Operating Income Deficiency (L5 - L2) $ - $ - $ 49,545 $ 49,545
7 Gross Revenue Conversion Factor 1.6286 1.6286 1.6517 1.6517
8 Required Revenue Increase (L7 * L6) $ - $ - $ 81,835 $ 81,835
9 Fifth Year Revenue $ 2419129 $ 2,419,129 $ 2,419,129 $ 2,419,129
10 Proposed Fifth Year Revenue (L8 + L9) $ 2,419,129 $ 2,419,129 $ 2,500,964 $ 2,500,964
11 Required Increase in Revenue (%} 0.00% 0.00% 3.38% 3.38%
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DESCRIPTION
Calculation of Gross Revenue Conversion Factor:
Revenue 100.0000%
Uncollecible Factor (Line 11) 0.0000%
Revenues (L1 - L.2) 100.0000%
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22) 39.4577%
Subtotal (L3 - L4) 60.5423%
Revenue Conversion Factor (1.1 /L5) 1.651737
Calculation of Uncollectible Factor:
Unity 100.0000%
Combined Federal and State Tax Rate (Line 17) 38.5989%
One Minus Combined Income Tax Rate (L7 - L8) 61.4011%
Uncollectible Rate 0.0000%
Uncollectible Factor (L8 *L10) 0.0000%
Caiculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable income) 100.0000%
Arizona State Income Tax Rate 6.9680%
Federal Taxable Income (L12 - L13) 93.0320%
Applicable Federal Income Tax Rate (Line 44) 34.0000%
Effective Federal Income Tax Rate (L14 x L15) 31.6309%
Combined Federal and State Income Tax Rate (L13 +L16) 38.5989%
Calculation of Effective Property Tax Factor
Unity 100.0000%
Combined Federal and State Tax Rate (Line 17) 38.5989%
One Minus Combined Income Tax Rate (L18 - L19) 61.4011%
Property Tax Factor (All-16, L24) 1.3986%
Effective Property Tax Factor (L 21 * L 22) 0.8588%
Combined Federal and State Tax and Property Tax Rate (L17+L22)
Required Operating income $ 629,878
Adjusted Fifth Year Operating Income (Loss) $ 580,333
Required increase in Operating Income (L24 - L25) $
Income Taxes on Recommended Revenue (Col. (D), L.52) $ 395,963
Income Taxes on Fifth Year, Staff Adjusted Revenue (Col. (B), L52) $ 364,817
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) $
Recommended Revenue Requirement $ 2,500,964
Uncollectible Rate (Line 10) 0.0000%
Uncollectible Expense on Recommended Revenue (L24 * |.25) $ -
Adjusted Fifth Year Uncollectible Expense $ -
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33) $
Property Tax with Recommended Revenue $ 70,344
Property Tax on Fifth Year, Staff Adjusted Revenue $ 69,200
Increasee in Property Tax Due to Increase in Revenue $
Total Required Increase in Revenue (L26 + L30 + L34+L.37) $
Calculation of Income Tax: Staff as Adjusted
Revenue $ 2,419,129 $
Operating Expenses Excluding Income Taxes $ 1,473,979 $
Synchronized Interest (L47) $ -
Arizona Taxable Income (L36 - L317- L38) $ 945,150
Arizona State Income Tax Rate 6.9680%
Arizona Income Tax (L39 x L40) $
Federal Taxable Income (L33 - L35) $ 879,292
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% $ 7,500
Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25% $ 6,250
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% $ 8,500
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% $ 91,650
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% $ 185,059
Total Federal Income Tax $
Combined Federal and State Income Tax (L35 + L42) $
Applicable Federal Income Tax Rate [Col. (D), L42 - Col. (B), L42}/[Col. (C), L36 - Col. (A), L36]
Calculation of Interest Synchronization.
Rate Base $ 7,066,224
Weighted Average Cost of Debt 0.00%

Synchronized Interest (L45 X L46) $ -

Schedule CSB-WW1

®) ©)

39.4577%

49,545

31,146

1,145
81,835
STAFF
Recommended
81,835 $ 2,500,964

1,144 § 1,475,123
$ -

$ 1025841

6.9680%
65,858
$ 954,360
$ 7,500
$ 6,250
$ 8,500
$ 91,650
$ 210,582
298,959
364,817
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$ 71,481
$ 324482
$ 395963
34.0000%
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Per Per Per Per Per
Company Company Company Company Company Staff Staff
Year 1 Year 2 Year 3 Year 4 Year 5 Adjustments Adjusted
Plant in Service $ 4,597,075 $ 7,761,475 $ 9,379,800 $ 16,427,875 $18,543,950 $ 350,000 $18,893,950
0
Less:
Accum. Depreciation 117,010 398,353 744,501 1,267,048 1,972,485 0 A $1,972,485
| Net Plant $4,480,065  $7,363,122 $8,635,299 $15,160,827 $16,571,465 $350,000
Less:
Advances in Aid of Constr (net of refunds) $ 4,278,159 §$ 7,281,964 §$ 8,803,603 §$11,078,649 $10,973,133 § (814,999) $ 10,158,134
Service Line Adv (net of refunds) 0 0 0 0 0 0 0
Net Advances $4,278,159  $7,281,964 $8,803,603 $11,078,649 $10,973,133 ($814,999) $10,158,134
Contributions In Aid of Construction (CIAC)
Hook-up Fees 3 - 8 -8 - 8 - $ - § - $0
Other CIAC 3 - % -3 - $ - % - $ 350,000 $ 350,000
Total CIAC $ - 8 - 3 - 8 - $ - $ 350,000 $ 350,000
Less:
Customer Deposits $0 $0 $0 $0 $0 114,553 $114,553
| Total Deductions $4,278,159  $7,281,964 $8,803,603 $11,078,649 $10,973,133 ($350,446) ~$10,622,68L|
Plus:
Cash Working Capital $0 $0 $0 $0 $0 $0 $0
Materials and Supplies Inventory 0 0 0 ] 0 0 0
Prepayments 0 0 0 0 0 0 0
Total Additions $0 $0 30 $0 $0 $0

Rate Base $201,906 $81,158 ($168,304) $4,082,178  $5,598,332 $700,446
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Perkins Mountain Utility
Docket No. SW-20379A-05-0489
Projected Fifth Year of Operation

Schedule CSB-WW3

Page 1 of 3

LINE
NO.

1
2
3
4
5
6
7
8
9

DESCRIPTION

REVENUES:

Flat Rate Revenue
Effluent Revenue

Other Operating Revenue
Total Operating Revenues

OPERATING EXPENSES:

Salaries and Wages

Employee Pensions and Benefits

Sludge Removal Expense
Purchased Power

Fuel for Power Production
Chemicals

Materials and Supplies

Contract Services, Engineering

Contract Services, Accounting
Contract Services, Legal

Contract Services, Management

Contract Services, Testing

Contract Services, Administrative

Contract Services, Billing
Rental of Building/Property
Rental of Equipment
Transportation Expense
Insurance, Vehicles
Insurance, General Liability
Insurance, Workman's Comp
Bad Debt Expense
Miscellaneous Expense
Deprec net of Amort of CIAC
Property Taxes

Payroll Taxes

Income Taxes

Rounding

Total Operating Expenses
Operating Income (Loss)

[A] [B] IC] [D] [El
STAFF
FIFTH YEAR STAFF FIFTH YEAR STAFF
COMPANY FIFTH YEAR AS RECOMMENDED STAFF
AS FILED ADJUSTMENTS  ADJUSTED CHANGES RECOMMENDED

$ 2324742 S - $2,324742 $ 81,835  § 2,406,577
$ - $ - $ - $ -
5 94387 § - $ 94387 $ - 3 94,387
$  2.419,128 & - 7$2419,129 $ 81,835 & 2,500,964
$ 173439  $ - § 173,139 $ 173,139
$ 41553 § - $ 41553 $ 41,553
$ 7738 § - %8 7738 $ 7,738
$ 257168  $ - § 257,168 $ 257,168
$ 563 $ - $ 563 $ 563
$ 38690 § - $ 38690 $ 38,690
$ 5500 § - § 5500 $ 5,500
$ 2,251 $ - $ 2251 $ 2,251

$ 5628  $ - $ 5628 $ 5,628
$ 5628  $ - $ 5628 $ 5,628
$ 1,256  §$ - % 11255 $ 11,255
$ 4502 % - $ 4502 $ 4,502
$ 33765  $ - $ 33,765 $ 33,765
$ 30,846  § - % 30846 $ 30,846
$ 13506  § - §$ 13,506 $ 13,506
$ 1126 § - § 1126 $ 1,126
$ 22454 $ - $ 22454 $ 22,454
$ 4,491 $ - $ 4,491 $ 4,491

$ 3377 $ - $ 3377 $ 3,377
$ 3377 % - § 3377 $ 3,377
$ 1209  § - % 12,09 $ 12,096
$ 3377 $ - $ 3,377 $ 3,377
$ 705437 & - § 705437 $ 705,437
$ 69,200 § (0 $ 69,200 $ 1,145 $ 70,344

$ 17,314  § - 0§ 17,314 $ 17,314
$ 364817 $ 0 $ 364,817 $ 31,146 § 395,963
$ ) $ - $ (2) $ (2)
$ 183879 $ 0 $ 1,838,796 $ 32290 § 1,871,086
$ 580,333 § ©) 580,333 $ 49545 § 629,378




Perkins Mountain Utility
Docket No. SW-20379A-05-0489
Projected Fifth Year of Operation

Schedule CSB - WW3

Page 2 of 3

Per Per Per Per Per
Company Company Company Company Company Staff Staff
Year 1 Year 2 Year 3 Year 4 Year 5 Adjustments Adjusted
Revenues:
Flat Rate Revenues $ 57,347 $ 403,537 $ 895093 $ 1,590,133 $2,324,742 § -
Establishment Charges $ - $ - $ - $ - $ - $ -
Effluent Revenues $ - $ - § - $ - $ 94387 §% -
Total Operating Revenue $ 57,347 $ 403537 $ 895093 $ 1,590,133 §$2,419129 § -
Operating Expenses:
Salaries and Wages $ 60,500 $ 125840 $ 160,077 $ 166,480 $ 173,139 $ -
Employee Pensions and Benefits $ 14520 $ 30,202 $ 38418 § 39,955 $ 41553 $ -
Sludge Removal Expense $ 104 § 959 $ 2578 $ 4931 $ 7,738 $ -
Purchased Power $ 11656 $ 62,274 $ 108,824 $ 176,463 $ 257,168 § -
Fuel for Power Production $ 250 $ 515 § 530 $ 546 $ 563 $ -
Chemicals $ 518 §$ 4795 $ 12891 §$ 24654 $ 38690 $ -
Materials and Supplies $ 2,000 $ 4,000 $§ 4500 $ 5000 $ 5500 $ -
Contract Services, Engineering $ 1,000 $ 2,060 $ 2122 % 2185 § 2251 $ -
Contract Services, Accounting $ 2,500 $ 5150 $ 5305 $ 5464 $ 5628 $ -
Contract Services, Legal $ 2,500 $ 5,150 $ 5305 $ 5464 $ 5628 $ -
Contract Services, Management $ 5000 $ 10,300 $§ 10,609 $ 10,927 $ 11,255 § -
Contract Services, Testing $ 2,000 $ 4120 §$ 4244 $ 4371 $ 4,502 $ -
Contract Services, Administrative $ 15,000 $ 30,900 $ 31827 § 32,782 $ 33,765 $ -
Contract Services, Billing $ 456 $ 4146 $ 10698 $ 19,908 $ 30,846 $ -
Rental of Building/Property $ 6,000 $ 12,360 $ 12,731 § 13,113 $ 13,506 § -
Rental of Equipment $ 500 $ 1,030 $ 1,061 $ 1,093 $ 1126 $ -
Transportation Expense $ 7,500 $ 15450 $ 21,165 §$ 21,800 $ 22454 § -
Insurance, Vehicles $ 1,500 $ 3,000 $ 4233 $ 4360 $ 4491 $ -
Insurance, General Liability $ 1,500 $ 3090 $ 3183 § 3278 §$ 3377 § -
Insurance, Workman's Comp $ 1,500 $ 3,09 $ 3,183 $ 3278 $ 3377 §$ -
Bad Debt Expense $ 287 § 2,018 $ 4475 $ 7951 $ 12,006 $ -
Miscellaneous Expense $ 1,500 $ 3,090 $ 3,183 § 3278 $ 3377 % -
Depreciation net of Amortization of CIAC  § 117,010 $ 281,342 § 346,148 §$ 522547 $ 705437 § -
Property Taxes $ 3235 $ 10218 $ 21218 §$ 40822 $ 69200 $ (0
Payroll Taxes $ 6,060 $§ 12,584 $ 16,008 $ 16648 $ 17314 § -
Income Taxes $ 50 § 50 $ 13,310 $ 174,789 $ 364,817 § 0
Rounding $ - 8 M $ 1 $ -3 2 3 -
Total Operating Expenses $ 264636 $ 637,822 $ 847,825 $ 1,312,087 $1,838,796 $ 0
[OPERATING INCOME/(LOSS) $ (207,289) $ (234,285) $ 47,268 §$ 278,046 $ 580,333 $ )
Other Income/(Expense):
419 Interest and Dividend Income $ - 8 - 8 - $ - § - 8 - $ -
421 Non-Utility Income $ - $ - 8 - % - 3 - % - $ -
427 Interest Expense $ - $ - $ - $ - 8 - % - $ -
4XX Reserve/Replacement Fund Deposit $ - $ - $ - 8 - $ - $ - $ -
426 Miscellaneous Non-Utility Expense $ - $ - $ - 8 - $ - $ - $ -
Total Other income/(Expense) $ - $ - $ - § - $ - $ - $ -
NET INCOME/(LOSS) $ (207,289) $ (234,285) $ 47,268 $ 278,046 $ 580,333 $ (0)




Perkins Mountain Utility
Docket No. SW-20379A-05-0489
Projected Fifth Year of Operation

Schedule CSB-WW3

Page 3 of 3

[A] [B]
LINE STAFF STAFF

NO. |DESCRIPTION AS ADJUSTED RECOMMENDED
1 Company Projected 3rd Year Revenue $ 895,093 $ 895,093
2 Company Projected 4th Year Revenue $ 1,590,133 $ 1,590,133
3 Company Projected 5th Year Revenue $ 2,419,129 $ 2,500,964
4 Not Used - -
5 Subtotal 4,904,355 4,986,190
6 Number of Years 3 3
7 Three Year Average (Line 5/ Line 6) 1,634,785 1,662,063
8 Department of Revenue Mutilplier 2 2
9 Revenue Base Value (Line 7 * Line 8) 3,269,570 3,324,127
10 Plus: 10% of CWIP 40,000 40,000
11 Less: Net Book Value of Licensed Vehicles 11,200 11,200
12 Full Cash Value (Line 9 + Line 10 - Line 11) 3,298,370 3,352,927
13 Assessment Ratio 20.00% 20.00%
14 Assessment Value (Line 12 * Line 13) 659,674 670,585
15 Composite Property Tax Rate - Statewide Rate 10.4900% 10.490000%
16 Staff Fifth Year Adjusted Property Tax Expense (Line 14 * Line 15) 69,200

17 Company Proposed Property Tax | 69,200 |

18 Staff Test Year Adjustment (Line 16 - Line 17) (0)

19 Property Tax - Staff Recommended Revenue (Line 14 * Line 15) 70,344
20 Staff Fifth Year Adjusted Property Tax Expense (Line 16) 69,200
21 Increase in Property Tax Due to Increase in Revenue Requirement 1,145
22 Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) 1,145
23 Increase in Revenue Requirement 81,836
24 Increase in Property Tax Per Dotlar increase in Revenue (Line 22 / Line 23) 1.398650%
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Perkins Mountain Utility Revised Schedule CSB-WW5
Docket No. SW-20379A-05-0489
Projected Fifth Year of Operation

TED

Proposed Rates

Company Staff

Residential Service - Per Month

5/8" x 3/4" Meter N/A
3/4" Meter $ 75.00
1" Meter $ 88.00
17" Meter $ 250.00
2" Meter $ 400.00
3" Meter $ 750.00
4" Meter $1,250.00
6" Meter $2,500.00
8" Meter $4,000.00
Effluent Sales |
Treated Effluent per acre foot (for general irrigation) $ 200.00 $ ;20().;0‘
Treated Effluent per 1,000 gallons (for general irrigation) $ 061 $ -0.61

Proposed Rates

Service Charges Company | Staff

Establishment (a) $ 3000
Establishment (After Hours) (a) 40.00
Re-Establishment (Within 12 Months) *
Reconnection (Delingent) (a) 30.00
NSF Check Charge (a) 25.00
Deferred Payment (Per Month) 1.50%

-—

.50%

*k

Late Payment Penalty (Per Month)
Deposit Interest

Deposit

Moving service at customer request

ek

kK

(a) Collected only if customer is not also a water customer.
* Per Commission Rule R14-2-603D
** Per Rule R14-2-603B - Months off system times monthly minimum
*** Cost to include parts, labor, overhead, and all applicable taxes, including
income tax if applicable



Perkins Mountain Water Company Schedule CSB W-1
Docket No. W-20380A-05-0489 Page 1 of 2
Projected Fifth Year of Operation

A (B (€ (D)
COMPANY COMPANY STAFF STAFF
LINE ORIGINAL FAIR ORIGINAL FAIR
NO. DESCRIPTION COST VALUE COST VALUE
1 Adjusted Rate Base $ 5,683,250 $ 5,683,250 $ 6,477,105 $ 6,477,105
2 Adjusted Operating Income (Loss) $ 616,445 $ 616,445 $ 610,792 $ 610,792
3 Current Rate of Return (L2 / L1) 10.85% 10.85% 9.43% 9.43%
4 Required Rate of Return 10.85% 10.85% 10.00% 10.00%
5 Required Operating Income (L1 * L4) $ 616,445 $ 616,445 $ 647,711 $ 647,711
6 Operating Income Deficiency / Excess (L5 - L2) $ - $ - $ 36,919 $ 36,919
7 Gross Revenue Conversion Factor 1.6286 1.6286 1.6517 1.6517
8 Required Revenue Increase / Decrease (L7 * L6) $ - $ - $ 60,980 $ 60,980
9 Fifth Year Revenue $ 2,183,026 $ 2,183,026 $ 2,183,026 $ 2,183,026
10 Proposed Fifth Year Revenue (L8 + L9) $ 2,183,026 $ 2,183,026 $ 2,244,006 $ 2,244,006

1 Required Increase in Revenue (%) 0.00% 0.00% 2.79% 2.79%



Perkins Mountain Water Company
Docket No. W-20380A-05-0489
Projected Fifth Year of Operation

Schedule CSB W-1
Page 2 of 2

LINE
NO.

1
2
3
4
5
6

230o®~

12
13
14
15
16
17

18
19
20
21
22
23

24
25
26

27
28
29

30
31
32
33

35
36
37

38

39
40
M
42
43
a4
45
46
47
48
49

51
52

53

54

55
56

(A)

DESCRIPTION
Calculation of Gross Revenue Conversion Factor.
Revenue 100.0000%
Uncollecible Factor (Line 11) 0.0000%
Revenues (L1 -12) 100.0000%
Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22) 39.4577%
Subtotal (L3 - L4) 60.5423%
Revenue Conversion Factor {L1/L5) 1.651737
Calculation of {ncollectible Factor.
Unity 100.0000%
Combined Federal and State Tax Rate (Line 17) 38.5989%
One Minus Combined Income Tax Rate (L7 - 18 ) 61.4011%
Uncollectible Rate 0.0000%
Uncollectible Factor (L9 *L10) 0.0000%
Calculation of Effective Tax Rate:
Qperating Income Before Taxes (Arizona Taxable Income) 100.0000%
Arizona State Income Tax Rate 6.9680%
Federal Taxable Income (L12 - L13) 93.0320%
Applicable Federal Income Tax Rate (Line 44) 34.0000%
Effective Federal Income Tax Rate (L14 x L15) 31.6309%
Combined Federal and State Income Tax Rate {(L13 +L16) 38.5989%
Calculation of Effective Property Tax Factor
Unity 100.0000%
Combined Federal and State Tax Rate (Line 17) 38.5989%
One Minus Combined Income Tax Rate (L18 - L19) 61.4011%
Property Tax Factor (All-16, L24) 1.3986%
Effective Property Tax Factor (L 21 *L 22) 0.8588%
Combined Federal and State Tax and Property Tax Rate (L17+L22)
Required Operating Income $ 647,711
Adjusted Fifth Year Operating Income (Loss) $ 610,790
Required Increase in Operating Income (L24 - L25)
Income Taxes on Recommended Revenue (Col. (D), L52) $ 407,173
Income Taxes on Fifth Year, Staff Adjusted Revenue (Col. (B), L52) 3 383,965
Required increase in Revenue to Provide for Income Taxes (L27 - L28)
Recommended Revenue Requirement $ 2,244,006
Uncollectible Rate (Line 10) 0.0000%
Uncollectible Expense on Recommended Revenue (.24 * L25) $ -
Adjusted Fifth Year Uncoliectible Expense $ -
Required increase in Revenue to Provide for Uncollectible Exp. (L32 - L33)
Property Tax with Recommended Revenue $ 62,039
Property Tax on Fifth Year, Staff Adjusted Revenue $ 61,186

Increasee in Property Tax Due to Increase in Revenue

Total Required Increase in Revenue (L.26 + L30 + L34+L37)

Fifth Year
Calculation of Income Tax: Staff as Adjusted

Revenue $ 2,183,026
Operating Expenses Excluding Income Taxes $ 1,188,269
Synchronized interest {L47) $ -

Arizona Taxable Income (L36 - L317- L38) $ 994,757

Arizona State Income Tax Rate 6.9680%

Arizona Income Tax (139 x L40})

Federal Taxable Income (L33 - L35) $ 925,442
Federat Tax on First Income Bracket ($1 - $50,000) @ 15% $ 7,500
Federat Tax on Second income Bracket ($50,001 - $75,000) @ 25% $ 6,250
Federal Tax on Third income Bracket (875,001 - $100,000) @ 34% $ 8,500
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 3 91,650
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% $ 200,750
Total Federal Income Tax

Combined Federal and State income Tax (L35 + L42)

Applicable Federal Income Tax Rate [Col. (D), L42 - Col. (B), L42] / [Col. (C), L36 - Col. (A}, L36}

Calculation of Interest Synchronization:

Rate Base $ 4,127,024
Weighted Average Cost of Debt 0.00%

Synchronized interest (L54 X L55) $ -

3

$
3

Niihgd

(8 © (D)

39.4577%

36,921

23,208

853

60,981

STAFF
Recommended

60,980 | o
855 $ 1,189,124
$ -
$ 1,054,882
6.9680%
69,315 $ 73,504
$ 981,378
$ 7,500
$ 6,250
$ 8,500
$ 91,650
$ 219,768
314,650 $ 333,668
383,965 $ 407,173

34.0000%



Perkins Mountain Water Company
Docket No. W-20380A-05-0489
Projected Fifth Year of Operation

Schedule CSB - W2
Page 1 of 7

Per Per Per Per Per
Company Company Company Company Company Staff
Year 1 Year 2 Year 3 Year 4 Year 5 Adjustments Ref
Plant in Service $4,731,125 $9,721,025 $11,783,167 $14,861,208 $19,192,350 $65,000
Less:
Accum. Depreciation 102,170 399,473 817,146 1,300,417 1,895,519 0
| Net Plant $4,628,955 $9,321,552 $10,966,021 $13,560,791 $17,296,831 $65,000
Less:
Advances in Aid of Constr (net of refunds) 4,415,006 9,153,036 11,096,301 9,599,815 11,598,613 ($908,408)
Meter and Service Line Adv (net of refunds) 0 880 3,112 8,832 14,968 Q
Total Advances $4,415,006 $9,153,916 $11,099,413  $9,608,647 $11,613,581 ($908,408)
Contributions Gross (Land & Land Rights) $0 $0 $0 $0 $0 $65,000
Less:
Amortization of CIAC 0 0 0 0 0 0
Net CIAC $0 $0 $0 $0 $0 $65,000
Less: )
Customer Deposits 0 0 0 0 0 114,553 $114,553
| Total Deductions $4,415,006 $9,153,916 $11,099.413  $9,608,647 $11,613,581 ($728,855) 510,884,726 |
Plus:
Working Capital $0 $0 $0 $0 $0 $0
Total Additions $0 $0 $0 $0 $0 $0
Rate Base $213,949 $167,636 ($133,392) $3,952,144  $5,683,250 $793,855
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Perkins Mountain Water Company
Docket No. W-20380A-05-0489
Projected Fifth Year of Operation

LINE
NO.

OCO~NOOEWN-

DESCRIPTION

REVENUES:

Water Sales
Establishment Charges
Other Operating Revenue

Schedule CSB-W3
Page 10f3

Total Operating Revenues

OPERATING EXPENSES:

Salaries and Wages
Employee Pensions and Benefits
Purchased Power
Chemicals
Materials and Supplies
Contract Sertvices, Engineering
Contract Services, Accounting
Contract Services, Legal
Contract Services, Management
Contract Services, Testing
Contract Services, Other
Rental of Building/Property
Rental of Equipment
Transportation Expense
Insurance, Vehicles
Insurance, General Liability
Insurance, Workman's Comp
Water Conservation
Bad Debt Expense
Miscellaneous Expense
Depreciation net of Amortization ¢
Property Taxes
Payroll Taxes
Income Taxes
Rounding

Total Operating Expenses

Operating Income (Loss)

(Al {B] [C] {D] [E]
FIFTH YEAR
COMPANY AS STAFF STAFF
FIFTH YEAR STAFF ADJUSTED  RECOMMENDED RECOMMENDED
AS FILED ADJUSTMENTS BY STAFF CHANGES TOTAL REVENUE
$ 2,153,236 - $2,153,236 60,980 2,214,216
$ 29,790 - $29,790 29,790
$ - - $0 - -
2,183,026 - 2,183,026 60,980 2,244,006
$ 136,873 - $ 136,873 136,873
$ 32,850 - $ 32850 32,850
$ 119,341 - $ 119,341 119,341
$ 15,204 - $ 15204 15,204
$ 5,500 - $ 5500 5,500
$ 2,251 $ 2,251 2,251
$ 5,628 $ 5628 5,628
$ 5,628 $ 5628 5,628
$ 11,255 - $ 11255 11,255
$ 9,195 - $ 9195 9,195
$ 108,883 - $ 108,883 108,883
$ 13,506 - § 13506 13,506
$ 1,126 - %8 1126 1,126
$ 22,454 - § 22454 22,454
$ 4,491 - 0§ 4491 4,491
$ 3,377 - $ 3377 3,377
$ 3,377 - §$ 3377 3,377
$ 3,065 - § 3085 3,065
$ 10,915 $ 10,915 10,915
$ 3,377 $ 3,377 3,377
$ 595102 - § 595102 595,102
$ 61,186 0 $ 61,186 853 62,039
$ 13,687 - $ 13687 13,687
$ 383965 0 § 383,965 23,208 407,173
$ @) - 8 - -
1,572,234 0 1,572,236 24,060 1,596,297
610,792 () 610,790 36,920 647,700
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Perkins Mountain Water Company
Docket No. W-20380A-05-0489
Projected Fifth Year of Operation

Schedule CSB - W3

Page 2 of 3

Per Per Per Per Per
Company Company Company Company Company Staff
Year 1 Year 2 Year 3 Year 4 Year 5 Adjustments
Revenues:
Water Sales $ 30,015 $ 276,340 $ 729,922 $1,378409 $ 2,153,236 $ -
Establishment Charges $ 4500 $ 11610 $ 21,150 $ 24900 $ 29,790 $ -
Other Operating Revenue $ - $ - § - 3 - 3 - $ -
Total Operating Revenue $ 34515 $ 287950 $ 751,072 $1,403,309 $ 2,183,026 $ -
Operating Expenses:
Salaries and Wages $ 49500 $ 102960 $ 126547 $ 131609 $ 136873 $ -
Employee Pensions and Benefits $ 11880 $ 24710 $ 30371 $ 31,586 $ 32850 $ -
Purchased Power $ 1616 $ 14926 $ 39927 $ 76,135 $ 119341 § -
Chemicals $ 206 $ 19802 $ 5087 $ 9,700 $ 15,204 $ -
Materials and Supplies $ 2000 $ 4000 $ 4500 $ 5000 $ 5500 $ -
Contract Services, Engineering $ 1000 $ 2060 $ 2122 % 2185 $ 2251 § -
Contract Services, Accounting $ 2,500 $ 5150 $§ 5305 $ 5464 $ 5628 $ -
Contract Services, Legal $ 2500 $ 5150 $ 5305 $ 5464 $ 5628 $ -
Contract Services, Management $ 5000 $ 10,300 $ 10609 $ 10927 $ 11,255 § -
Contract Services, Testing $ 225 % 1611 $ 3,726 $ 6,216 $ 9195 $ -
Contract Services, Other $ 15450 $ 35689 $ 51331 $ 77625 $ 108883 $ -
Rental of Building/Property $ 6000 $ 12360 $ 12731 $ 13,113 § 13,506 $ -
Rental of Equipment 3 500 $ 1,030 $ 1,061 $ 1,093 $ 1,126 $ -
Transportation Expense $ 7500 $ 15450 $ 21,165 $ 21,800 $ 22,454 $ -
Insurance, Vehicles $ 1500 $ 3,090 $ 4233 % 4360 $ 4491 % -
Insurance, General Liability $ 1,500 $ 3090 $§ 3183 % 3278 $ 3377 % -
Insurance, Workman's Comp $ 1,500 $ 3090 $ 3183 $ 3278 $ 3377 $ -
Water Conservation $ 150 $ 537 $ 1242 § 2072 $ 3,065 $ -
Bad Debt Expense $ 173 § 1440 $ 3,755 $§ 7017 % 10,915 $ -
Miscellaneous Expense $ 1,500 $ 3080 $§ 3183 $ 3278 $ 3377 % -
Depreciation net of Amortization of CIAC $ 102,170 $ 297,303 $ 417673 $ 483271 $§ 595102 $ -
Property Taxes $ 3024 $ 7364 $ 15602 $ 35507 $ 61,186 $ -
Payroll Taxes $ 4950 $ 10296 $ 12655 $ 13,161 $ 13687 $ -
Income Taxes $ 50 $ 50 $ 50 $ 173,761 $ 383965 $ 0
Rounding 3 (NN $ - 8 2 $ (1) $ (2)
$ 222393 $ 566,648 $ 784,544 $1,126,899 $ 1,572,234 $ 0
JOPERATING INCOME/(LOSS) $ (187,878) $ (278,698) $ (33,472) § 276,410 $ 610,792 $ (0)
Other Income/(Expense):
419 interest and Dividend income $2,022 $6,642 $10,994 $9,243 $5,653 $0 $5,653
421 Non-Utility Income 0 0 o} 0 0 0 $0
427 Interest Expense 0 0 0 0 0 (0] $0
4XX Reserve/Replacement Fund Deposit 0 0 0 0 0 0 $0
426 Miscellaneous Non-Utility Expense 0 0 0 0 0 0 $0
Total Other Income/(Expense) $2,022 $6,642 $10,994 $9,243 $5,653 $0 $5,653
NET INCOME/(LOSS) ($185,856) ($272,056) ($22,478) $285,653 $616,445 ($0)




Perkins Mountain Water Company
Docket No. W-20380A-05-0489
Projected Fifth Year of Operation

Schedule CSB-W3

Page 3 of 3

[A] [B]

LINE STAFF STAFF

NO. |DESCRIPTION AS ADJUSTED RECOMMENDED
1 Company Projected 3rd Year Revenue 751,072 751,072
2 Company Projected 4th Year Revenue 1,403,309 1,403,309
3 Company Projected 5th Year Revenue 2,183,026 2,244,006
4 Not Used - -
5 Subtotal 4,337,407 4,398,387
6 Number of Years 3 3
7 Three Year Average (Line 5/ Line 6) 1,445,802 1,466,129
8 Department of Revenue Mutilplier 2 2
9 Revenue Base Value (Line 7 * Line 8) 2,891,605 2,932,258
10 Plus: 10% of CWIP 36,000 36,000
11 Less: Net Book Value of Licensed Vehicles 11,200 11,200
12 Full Cash Value (Line 9 + Line 10 - Line 11) 2,916,405 2,957,058
13 Assessment Ratio 20.00% 20.00%
14 Assessment Value (Line 12 * Line 13) 583,281 591,412
15 Property Tax Rate (Statewide Rate) 10.4900% 10.490000%
16 Staff Fifth Year Adjusted Property Tax Expense (Line 14 * Line 15) 61,186
17 Company Proposed Property Tax 29,418
18 Staff Fifth Year Adjustment (Line 16 - Line 17) 31,768
19 Property Tax - Staff Recommended Revenue (Line 14 * Line 15) 62,039
20 Staff Fifth Year Adjusted Property Tax Expense (Line 16) 61,186
21 Increase in Property Tax Due to Increase in Revenue Requirement 853
22 Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) 853
23 Increase in Revenue Requirement 60,981
24 Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23) 1.398644%
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Perkins Mountain Water Company
Docket No. W-20380A-05-0489
Projected IDocket No.: WS-20543A-07-0435

Revised Schedu

le CSB-W5

Page 1 of 3

Monthly Customer Charges

5/8" x 3/4" Meter

3/4" Meter

1" Meter

1%." Meter

2" Meter

3" Meter

4" Meter

6" Meter

8" Meter

Gallons Included in Monthly Customer Charge

Commodity Charges - Per 1,000 Gallons of Usage

5/8-Inch x 3/4-Inch Meters
0 to 4,000 gallons

4,001 to 20,000 gallons
20,001 and above gallons

3/4-Inch Meters

0 to 4,000 gallons

4,001 to 20,000 gallons
20,001 and above gallons

1-Inch Meters

0 to 4,000 gallons

4,001 to 20,000 gallons
20,001 and above gallons

1 1/2 - Inch Meters
0 to 42,000 gallons
42,001 and above gallons

2-Inch Meters
0 to 63,000 gallons
63,001 and above gallons

Proposed Rates

Company

Staff

575.00
1,150.00

1,840.00

0




Perkins Mountain Water Company Schedule CSB-W5
Docket No. W-20380A-05-0489 Page 2 of 3
Projected Fifth Year of Operation

Commodity Charges - Per 1,000 Gallons of Usage

-Proposed Rates-
Company | Staff

3-Inch Meters

0 to 120,000 gallons $4.37
120,001 and above gallons $6.33
4-Inch Meters

0 to 180,000 gallons $4.37
180,001 and above gallons $6.33
6-Inch Meters

0 to 207,000 gallons $4.37
207,001 and above gallons $6.33
8-Inch Meters

0 to 235,000 gallons $4.37
235,001 and above gallons $6.33

Monthly Service Charge for Fire Sprinkler

4-Inch or Smaller Connection $28.75
6-Inch Connection $57.50
8-Inch Connection $92.00

(a) One percent (1%) 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 separate and distinct from the primary water service

line.
Company |
Service Line and Meter Installation Charges |Proposed|
5/8" x 3/4" Meter NA &
3/4" Meter 440
1" Meter 500 . ~
1%2" Meter 715 o
2" Meter (Turbine) 1,170 -
2" Meter (Compound) 1,700
3" Meter (Turbine) 1,585
3" Meter (Compound) 2,190
4" Meter (Turbine) 2,540
4" Meter (Compound) 3,215
6" Meter (Turbine) 4815 -
6" Meter (Compound) 6,270
8" Meter (Turbine) Cost(b)
8" Meter (Compound) Cost (b)

(b): Cost to include parts, labor, overhead, and
all applicable taxes, including income taxes.



Perkins Mountain Water Company Schedule CSB-W5
Docket No. W-20380A-05-0489 Page 3 of 3
Projected Fifth Year of Operation

-Proposed Rates-

Service Charges Company
Establishment $ 30.00
Establishment ( After Hours) 50.00
Re-establablishment (Within 12 Months) *
Reconnection (Delinquent) 40.00
NSF Check Charge 25.00
Meter Re-Read (If Correct) 30.00
Meter Test (If Correct) 30.00
Deferred Payment (Per Month) 1.50%
Late Payment Penalty (Per Month) 1.50%
Deposit Interest >
Deposit >

deded

Moving meter/service at customer request

* Number of months off system times the monthly customer charge for meter size
** Per Rule R14-2-403.B
*** Cost to include parts, labor, overhead, and all applicable taxes, including
income tax if applicable




