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BEFORE THE ARIZONA CORPORATION ﬁ%\e\fgwElb

COMMISSIONERS m e 1g P b U5

KRISTIN K. MAYES - Chairman
GARY PIERCE

PAUL NEWMAN

SANDRA D. KENNEDY

BOB STUMP

IN THE MATTER OF THE APPLICATION OF DOCKET NO. SW-02361A-08-0609
BLACK MOUNTAIN SEWER CORPORATION,
AN ARIZONA CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE OF
ITS UTILITY PLANT AND PROPERTY AND STAFFS FINAL SCHEDULES
FOR INCREASES IN ITS RATES AND
CHARGES FOR UTILITY SERVICE BASED
THEREON.

The Utilities Division of the Arizona Corporation Commission (“Staff”) hereby files its Final

Schedules in the above-referenced matter.

RESPECTFULLY SUBMITTED this 10" day of December, 2009.

evi W‘a
Legal Divisto

Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

(602) 542-3402

Original and 13 copies of the -
foregoing were filed this 10" day
of December, 2009 with:

Docket Control
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007 ‘
Anizona Comaration Commission

DOCKE
A copy of the foregomg was mailed 0C K =T ED
and/or emailed this 11" day of December, 2009 to: DEC 102009
Greg Sorenson ey TR
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BLACK MOUNTAIN SEWER CORPORATION
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

FINAL SCHEDULES OF STAFF WITNESS CRYSTAL BROWN

TABLE OF CONTENTS
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CSB-5 Rate Base Adjustment #1 - Unrecorded Plant Retirement and Plant Additions
CSB-6 Rate Base Adjustment #2 - Expensed Plant

CSB-7 Rate Base Adjustment #3 - Accumulated Depreciation

CSB-8 Rate Base Adjustment #4 - Advances In Aid of Construction ('AIAC")
CSB-9 Rate Base Adjustment #5 - Accumulated Deferred Income Taxes ("ADIT")
CsB-10 Rate Base Adjustment #6 - Working Capital

CcsB-11 Summary of Income Statement - Test Year and Staff Recommended
CSB-12 Summary of Operating Income Adjustments - Test Year

CSB-13 Operating Adjustment #1 - Scottsdale Treatment Price Increase

CSB-14 Operating Adjustment #2 - Annulize Wastewater Treatment

CsSB-15 Operating Adjustment #3 - Chemicals Price Increase

CsB-16 Operating Adjustment #4 - Annualize Chemicals Expense

CSB-17 Operating Adjustment #5 - Expense Allocations from Unregulated Affiliate
csB-18 Operating Adjustment #6 - Affiliate Increase & Aerotek Invoice

CSB-19 Operating Adjustment #7 - Expensed Plant
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CcsB-22 Operating Adjustment #10 - Rents, Building Expense

csB-23 Operating Adjustment #11 - Transportation Expense

CcsSB-24 Operating Adjustment #12 - Testing Expense

CSB-25 Operating Adjustment #13 - Bonuses, Meals, and Other Expenses
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CSB-28 Operating Adjustment #16 - Property Tax Expense
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CSB-30 Rate Design



BLACK MOUNTAIN SEWER CORPORATION
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

REVENUE REQUIREMENT

LINE
NO. DESCRIPTION

1 Adjusted Rate Base

2  Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / L1)

4 Required Rate of Return

5 Required Operating Income (L4 * L1)

6 Operating Income Deficiency (L5 - L2)
7 Gross Revenue Conversion Factor

8 Required Revenue Increase (L7 * L6)
9 Adjusted Test Year Revenue

10 Proposed Annual Revenue (L8 + L9)

11 Required Increase in Revenue (%)

<

(A)
COMPANY
FAIR
VALUE
3,723,245
(84,484)
-2.27%
12.80%
476,575
561,059
1.6286
913,780
1,580,170
2,493,950

57.83%

Final Schedule CSB-1

(B)
STAFF
FAIR
VALUE
3,410,758
(41,470)
-1.22%
9.40%
320,611
362,081
1.6857
610,375
1,580,170
2,190,545

38.63%




BLACK MOUNTAIN SEWER CORPORATION
Docket No. SW-02361A-08-0609 Final Schedule CSB-2
Test Year Ended June 30, 2008

GROSS REVENUE CONVERSION FACTOR

LINE (A) B (C) ©)
NO. DESCRIPTION
Calgulation of Gross Revenue Conversion Factor;
1 Revenue 100.0000%
2 Uncollecible Factor (Line 11) 0.0000%
3 Revenues (L1-12) 100.0000%
4 Combined Federal and State Income Tax and Property Tax Rate (Line . 40.6789%
5 Subtotal (L3 - L4) 59.3211%
6 Revenue Conversion Factor (L1/L5) 1.685741
Calculation of Uncolfecttible Factor:
7 Unity 100.0000%
8 Combined Federal and State Tax Rate (Line 23) 40.3326%
9 One Minus Combined Income Tax Rate (L7 - L8) 59.6674%
10 Uncollectible Rate 0.0000%
11 Uncollectible Factor (L9 * L10) 0.0000%
Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income) 100.0000%
13 Arizona State Income Tax Rate 6.9680%
14 Federal Taxable Income (L12 - L13) 93.0320%
15 Applicable Federal Income Tax Rate (Line 55) 35.8636%
16 Effective Federal Income Tax Rate (L14 x L15) 33.3646%
17 Combined Federal and State Income Tax Rate (L13 +L16) 40.3326%
Calculation of Effective Property Tax Factor
18 Unity 100.0000%
19 Combined Federal and State Income Tax Rate (L17) 40.3326%
20 One Minus Combined Income Tax Rate (L18-L.19) 59.6674%
21 Property Tax Factor (CSB-16, .21) 0.5804%
22 Effective Property Tax Factor {L20*L21) 0.3463%
23 Combined Federal and State Income Tax and Property Tax Rate (L17+1.22) 40.6789%
24 Required Operating Income (Schedule CSB-1, Line 5) $ 320,611
25 AdjustedTest Year Operating Income (Loss) (Schedule CSB-11, Line 3 (41,470)
26 Required Increase in Operating Income (L24 - L.25) $ 362,081
27 Income Taxes on Recommended Revenue (Col. [E], L52) $ 259,681
28 Income Taxes on Test Year Revenue (Col. [B], L52) 14,930
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 244,751
30 Recommended Revenue Requirement (Schedule CSB-1, Line 10) $ 2,190,545
31 Uncollectible Rate (Line 10) 0.0000%
32 Uncolllectible Expense on Recommended Revenue (L30*L31) $ -
33 Adjusted Test Year Uncollectible Expense $ -
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-1.33) -
35 Property Tax with Recommended Revenue (CSB-16, Col B, L16) $ 30,777
36 Property Tax on Test Year Revenue (CSB-16, Col A, L16) 27,235
37 Increase in Property Tax Due to Increase in Revenue (L35-1.36) 3,543
38 Total Required Increase in Revenue (L26 + 1.29 + L34 + L37) $ 610,375
Test Staff
Calculation of income Tax; Year Recommended

39 Revenue (Schedule CSB-11, Col. [C], Line 5 & Sch. CSB-1, Col. [D] Li
40 Operating Expenses Excluding Income Taxes
41 Synchronized interest (L56)

$ 1,580,170 $ 610,375 $ 2,190,545

$ 1,442,188 $ 3,543 $ 1,445,731

$ 72,047 $ 72,047
42 Arizona Taxable Income (L39 - L40 - L41) 3 65,935 $ 672,767
43 Arizona State Income Tax Rate 6.9680% 6.9680%
44 Arizona Income Tax (L42 x L43) $ 4,594

$

$

$

$

$ 45,878
45 Federal Taxable Income (L42 - L44) 61,341 $ 625,889
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 7,500 $ 7,500
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 2,835 $ 6,250
48 Federal Tax on Third income Bracket ($75,001 - $100,000) @ 34% - $ 8,500
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% $ - $ 91,650
50 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% § - $ 98,902
51 Total Federal income Tax 3 10,335 $ 212,802
52 Combined Federal and State Income Tax (L.44 + L51) $ 14,930 3 259,681
53 Applicable Federal income Tax Rate [Col. {E], L51 - Col. [B], L51] / [Col. [E], L45 - Col. [B], L45] 35.8636%

Calculation of Interest Synchronization;

54 Rate Base (Schedule CSB-3, Col. (C), Line 17 $ 3,602,336
55 Weighted Average Cost of Debt (Schedule CSB-17, Col. [F], L1+ L2) 2.0000%

56 Synchronized Interest (L45 X L46) $ 72,047




BLACK MOUNTAIN SEWER CORPORATION
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

RATE BASE - ORIGINAL COST

LINE
NO.

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

W N -

LESS:

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

DO D

7 Advances in Aid of Construction (AIAC)
8 Customer Deposits

9 Deferred Income Tax Credits

ADD:

9 Deferred Regulatory Assets

10 Cash Working Capital
11 Prepayments

12 Original Cost Rate Base

References:

Column (A), Company Schedule B-1
Column (B): Schedule MEM-4
Column (C): Column (A) + Column (B}

Final Schedule CSB-3

(A) (B) (C)
COMPANY STAFF
AS STAFF Adi. AS
FILED ADJUSTMENTS No.  ADJUSTED
$ 11,357,735 $ 288,434 12 $ 11,646,169
5,625,025 100,136 3 5,725,161
$ 5,732,710 $ 188,298 $ 5,921,008
$ 5,232,139 $ - $ 5232139
4,214,384 - $ 4214384
1,017,755 - $ 1,017,755
1,457,009 254251 4 1,711,260
94,290 - 94,290
(170,554) 170,554 5 -
389,035 - 389,035
- (83,132) 6 (83,132)
- 7452 6 7,152
§ 3,723,245 $  (312,487) $ 3,410,758
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BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-5
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

RATE BASE ADJUSTMENT NO. 1 - UNRECORDED PLANT RETIREMENT

AND PLANT ADDITIONS
[A] (B] [C]
STAFF

LINE COMPANY AS ADJUSTED
NO. |Description AS FILED ADJUSTMENTS| ColA-ColB

1 Account 370 - Receiving Wells $ 690,628 $ - $ 690,628

2 Old Trade Center Lift Station - (13,208) (13,208)

3 New Trade Center Lift Station - $ 254,251 254,251

4 $ 690,628 $ 241,043 § 931,671

5

6

7 Account 380 - Treatment & Disposal Equip 3 143,578 $ - % 143,578

8  Odor Control Unit - $ 38,250 38,250

9 $ 143,578 $ 38,250 $ 181,828
References:

Column A: Company Schedule B-2, Page 3
Column B: Testimony, CSB, Company Data Request Responses DH 2.4 and 2.5
Column C: Column {A] + Column [B]




Black Mountain Sewer Company Final Schedule CSB-6
Docket No. SW-02361A-05-0657
Test Year Ended December 31, 2004

RATE BASE ADJUSTMENT NO. 2 - EXPENSED PLANT

(Al [B] [C]
Plant STAFF

LINE Account COMPANY STAFF AS ADJUSTED
NO. Number Description AS FILED ADJUSTMENTS |(Col A + Col B)

1 354 Structures and Improvemnts  $ 461,300 $ 2300 % 463,600

2 360 Collection Services, Force $ 706,292 $ 1,600 $ 707,892

3 370 Receiving Wells $ 690628 $ 1,200 $ 691,828

4 371 Effluent Pumping Equip $ 654,844 $ 2,803 § 657,647

5 381 Plant Sewers $ 123289 $ 1238 § 124,527

6 Total $ 2,636,353 $ 9141 $ 2,645,494

7

8

9 FROM CONTRACTUAL SERVICES, LEGAL & ENGINEERING EXPENSE (MEM 1.55)

10 |Acct. No. [Vendor Name | Description [Amount

11 354 - Structures & Improv ~ Consulting Land Surveyors  Locate existing and set new boundaries $ 1,500.00

12

13

14 FROM CONTRACTUAL SERVICES, OTHER EXPENSE (MEM 1.55)

15 |Acct. No. [Vendor Name |Description [Amount

16 354 - Structures & Improv~ Consulting Land Surveyors  Locate existing and set new boundaries $ 800.00

17

18

19  360-Collection Srvcs, Force ADEQ Approval to Construct Certificate $ 1,600.00

20 370-Receiving Wells ADEQ Approval to Construct Certificate $ 1,200.00

21 Subtotal $ 2,800.00

22

23 371-Effluent Pumping Plant Keller Equipment Company Install submersible Pumps $ 1,212.00

24  371-Effluent Pumping Plant Keller Equipment Company  Set two pumps; pull one $ 1,591.25

25 Subtotal $ 2,803.25

26

27

28 381-Plant Sewers KSK Electric New cables, sand filters $ 1,237.72

29

30 Total for Contractual Services, Other $ 7,640.97

31

32 Grand Total $ 9,140.97
References:

Column A: Company Schedule B-2, Page 3
Column B: Testimony, CSB, Company Data Request Responses MEM 1.55
Column C: Column [A] + Column [B]




BLACK MOUNTAIN SEWER CORPORATION

Final Schedule CSB-7

Column A: Company Schedule B-1, Page 1

Column B: Testimony, CSB; Schedule CSB-7, Page 5 of 5; Company Hearing Exhibit

Column C: Column [A] + Column [B]

*Summary of Disputed Rate Base ltems

**Docket No. SW-01428A-09-0103, Bourassa Rebuttal Schedule B-2, Page 4.2

Docket No. SW-02361A-08-0609 Page 1 of 5
Test Year Ended June 30, 2008
RATE BASE ADJUSTMENT NO. 3 - ACCUMULATED DEPRECIATION
[A] [B] [€]
LINE COMPANY STAFF STAFF
NO. |DESCRIPTION AS FILED | ADJUSTMENTS| AS ADJUSTED
1 Accumulated Depreciation $5,625,025 $ 89,118 $ 5,714,143
2 Post TY Piant from Prior Rate Case - Acc Depr $ - $ (2,149) $ (2,149) From Company Hearing Exhibit*
3 New Trade Lift Station - Accu Depr $ - $ 2127 % 2,127 From Company Hearing Exhibit*
4 Odor Control Unit - Accu Depr $ - $ 11,040 $ 11,040 From Litchfield Park Schedule**
5 $5625,025 § 100,436 $ 5,725,161
References:
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BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-8
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

RATE BASE ADJUSTMENT NO. 4 - ADVANCES IN AID OF CONSTRUCTION ("AIAC")

(Al [B] [C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION AS FILED |ADJUSTMENTS|AS ADJUSTED
1 Advances in Aid of Construction $1457008 $ 254251 $ 1,711,260

References:

Column A: Company Schedule B-1, Page 1
Column B: Testimony, CSB, Company Data Request Responses DH 2.4 and 2.5
Column C: Column [A] + Column [B]




BLACK MOUNTAIN SEWER CORPORATION
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

Final Schedule CSB-9

RATE BASE ADJUSTMENT NO. 5§ - ACCUMULATED DEFERRED INCOME TAXES ("ADIT")

Column A: Company Schedule B-1, Page 1

Column B: Testimony, CSB;
Column C: Column [A] + Column [B]

[A] (B] [C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION AS FILED |ADJUSTMENTS | AS ADJUSTED
1 Accumulated Deferred Income Taxes $ (170,554) $ 170,554 % -
References:




BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-10
Docket No. SW-02361A-08-0609 Page 1 of 3
Test Year Ended June 30, 2008

RATE BASE ADJUSTMENT NO. 6 - WORKING CAPITAL

[A] [B] [C]
LINE COMPANY STAFF STAFF
NO. IDESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED
1 Cash Working Capital $ - $ (83,132) $ (83,132)
2
3
4
References:

Column A: Company Schedule B-1
Column B: Testimony, CSB
Column C: Column [A] + Column [B]
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BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-10
Docket No. SW-02361A-08-0609 Page 3 of 3
Test Year Ended June 30, 2008

RATE BASE ADJUSTMENT NO. 6 - CASH WORKING CAPITAL

Prepayments
[A] (B] [C]
LINE COMPANY STAFF STAFF
NO. [DESCRIPTION AS FILED ADJUSTMENTS AS ADJUSTED
1 Prepayments $ - $ 7,152 § 7,152
2
3
4
Per Company's
General Ledger
Prepaid licenses, fees & permits $ (195)
Prepaid rent $ 2,174
Prepaid insurance $ 7,273
$ 9,252
Less: Maricopa County Environmental Services permit fee $ 2,100
$ 7,152
References:

Column A: Company Schedule B-1
Column B: Testimony, CSB
Column C: Column [A] + Column [B]



BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-11
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[A} [B] [C] %) [E]
COMPANY STAFF
ADJUSTED STAFF TEST YEAR STAFF
LINE TEST YEAR TEST YEAR Adj. AS PROPOSED STAFF
NO. DESCRIPTION AS FILED ADJUSTMENTS No. ADJUSTED CHANGES RECOMMENDED

1 REVENUES:

2 Flat Rate Revenues $ 1557337 $ - $ 1,657,337 $ 610,375 $ 2,167,712
3 Measured Revenues 15,917 - 15,917 - 15,917
4 Other Wastewater Revenues 6,916 - 6,916 - 6,916
5 Intentionally Left Blank - - - - -

6 Total Operating Revenues $ 1,580,170 $ - $ 1,580,170 $ 610,375 $ 2,190,545
7

8 OPERATING EXPENSES:

9 Salaries and Wages $ - $ - $ - $ - $ -
10 Purchased Wastewater Treatment 335,255 3,125 1,2 338,380 - 338,380
1 Sludge Removal Expense 706 - 706 - 706
12 Purchased Power 54,690 - 54,690 - 54,690
13 Fuel for Power Production 928 - 928 - 928
14 Chemicals 37,489 3,324 34 40,813 - 40,813
15 Materials & Supplies 11,224 - 11,224 - 11,224
16 Contractual Services, Legal&Engr 9,362 (4361) 78 5,001 - 5,001
17 Contractual Sevices - Other 553,043 (81,760) 5,6,7,8,13 471,283 - 471,283
18 Contractual Services - Testing 16,955 (1,733) 12 15,222 - 15,222
19 Equipment Rental 1,863 - 1,863 - 1,863
20 Rents - Building 19,830 18,432 10 38,262 - 38,262
21 Transportation 34,445 (5,375) 1 29,070 - 29,070
22 General Liability Insurance 18,704 - 18,704 - 18,704
23 Insurance - Other 990 - 990 - 990
24 Regulatory Commission/Rate Case Expense 60,000 - 60,000 - 60,000
25 Miscellaneous Expense 20,845 - 20,845 - 20,845
26 Bad Debt Expense 11,962 2,412 9 14,374 - 14374
27 Scottsdale Capacity (Operating Lease) 164,522 - 164,522 - 164,522
28 Amort. Of Addit'| Scottsdale Capacity 48,629 - 48,629 - 48,629
29 Depreciation 224,818 19,151 14 243,969 - 243,969
30 Taxes other than Income (1,780) 1,780 15 - - -
AN Property Taxes 32,414 (5,179) 16 27,235 3,543 30,777
32 Income Taxes 7,760 7,170 17 14,930 244,751 259,681
33 Intentionally Left Blank - - - - -
34 Total Operating Expenses 1,664,654 $ (43,014) 1,621,640 $ 248,294 $ 1,869,933
35 Operating Income (Loss) (84,484) b 43,014 (41,470) $ 362,081 $ 320,611

References:

Column (A): Company Schedule C-1
Column (B): Schedule MEM-13

Column (C): Column (A) + Column (B)
Column (D): Schedules MEM-1 and MEM-2
Column (E): Column (C) + Column (D)
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BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-13
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 1 - SCOTTSDALE TREATMENT PRICE INCREASE

[A] (B] [C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Purchased Wastewater Treatment $ 335255 % - $ 335,255
2  Scottsdale Treatment Price Increase - 2,509 2,509
3 Total Purchased Wastewater Treament $ 335255 $ 2509 §$ 337,764
References:

Column A: Company Schedule C-1
Column B: Testimony, CSB; Company Rebuttal Schedule C-1, Page 2.1
Column C: Column [A] + Column [B]



BLACK MOUNTAIN SEWER CORPORATION
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

Final Schedule CSB-14

OPERATING INCOME ADJUSTMENT NO. 2 - ANNUALIZE WASTEWATER TREATMENT

[A] (B] [C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Purchased Wastewater Treatment $ 335255 § - $ 335,255
2  Annualize Treatment Expense - 616 616
3 Total Purchased Wastewater Treament $ 335255 % 616 $ 335,871
References:

Column A: Company Schedule C-1
Column B: Testimony, CSB; Company Rebuttal Schedule C-1, Page 2.1

Column C: Column [A] + Column [B]



BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-15

Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 3 - CHEMICALS PRICE INCREASE

[A] [B] [C]

LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Chemicals $ 37489 $ - $ 37,489
2  Chemicals Price Increase - 3,191 3,191
$ 37489 3 3191 § 40,680

3 Total Chemicals Expense

References.
Column A: Company Schedule C-1
Column B: Testimony, CSB; Company Rebuttal Schedule C-1, Page 2.1

Column C: Column [A] + Column [B]



BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-16
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 4 - ANNUALIZE CHEMICALS EXPENSE

[A] (B] [C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Chemicals $ 37489 % - $ 37,489
2  Chemicals Price Increase - 133 133
3 Total Chemicals Expense $ 37489 § 133 $ 37,622
References:

Column A; Company Schedule C-1
Column B: Testimony, CSB; Company Rebuttal Schedule C-1, Page 2.1
Column C: Column [A] + Column [B]




BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-17
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 5 - EXPENSE ALLOCATIONS
FROM UNREGULATED AFFILIATE

[A) 8] [C]
STAFF
LINE] COMPANY |ADJUSTMENTS STAFF
NO.|DESCRIPTION AS FILED | (ColC-ColA)| AS ADJUSTED
1 Contractual Services - Other $ 527,099 $ - $ 527,099
2 Corporate Expense Allocation 25,944 (24,492) 1,452
3 Total Contractual Services - Other $ 553,043 $ (24492) $ 528,551
4
5
6
7 (O] [E] [F] [G] [H] U Wl [K]
8 COSTS TO BE ALLOCATED TO BLACK MOUNTAIN
9 Allowable Costs to be
10 Unallowable | Direct Costs [ Common Costs Allocated to
11 Costs of Unregulated| Allocated to Allocation® Black Mtn
12 Description Amount (Sch CSB-6, P2) Affiliate(s) |All 78 Companies % (Col I x Col J)
13 Rent $ 430,739 % - $ (430,739) $ - 128% $ -
14 Audit’ $ 507,000 $ - $ (456,300) $ 50,700 128% $ 650.00
15 Tax Services® $ 265,000 $ - $ (238,500) % 26,500 1.28% $ 339.74
16 Legal-General® $ 300,000 $ - $ (284,400) $ 15,600 1.28% $ 200.00
17 Other Professional Services $ 455,000 $ - $ (455,000) $ - 1.28% $ -
18 Management Fee $ 636619 $ - $ (636619 $ - 1.28% $ -
19 Unit Holder Communications $ 314,100 $ - $ (314,100) $ - 1.28% $ -
20 Trustee Fees $ 204,000 $ - $ (204,000) $ - 1.28% $ -
21 Office Costs $ 254,100 $ (46,186) $ (207,914) $ - 128% $ -
22 Licenses/Fees and Permits $ 305000 $ (145,642) $ (159,358) $ - 128% $ -
23 Escrow and Transfer Fees $ 75,000 $ - $ (75,000) $ - 128% $ -
24 Depreciation Expense* $ 204,242 $ - $ (183,818) % 20,424 1.28% $ 261.85
25 3 3,950,800 $ (191,828) $ (3,645,748) § 113,224 $ 1,451.59
26
27
28 Foot Note 1: Audit - As the parent company's lenders require the APIF to have annual financial audits, Staff assigned the
29 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 78 companies/interests.
30
31 Foot Note 2: Tax Services - Given the tax complexity of the APIF's many holdings and transactions, Staff assigned the
32 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 78 companies/interests.
33
34 Foot Note 3: Legal, General - Staff reviewed the legal invoices and found that the very large majority of the legal invoices
35 pertained to the APIF. Staff identified only one invoice that specifically related to Black Mountain.
36 The cost indicated on the invoice that was directly related to Black Mountain was approximately $200.
37
38 Foot Note 4: Depreciation Expense - Given that most of APIF's plant costs benefit primarily APIF, Staff assigned the
39 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 78 companies/interests.
40
41 Foot Note 5: Allocation Percentage - Calculated as follows: 1/78 companies = 1.28%. The 78 companies represents
42 the average of the year-end 2006, 85 companies, and year-end 2007, 71 companies.
References:

Column A: Company Schedule E-5
Column B: Testimony, CSB, Company Data Request Responses CSB 1.45
Column C:; Column [A] + Column [B]



BLACK MOUNTAIN SEWER CORPORATION

Docket No. SW-02361A-08-0609

Test Year Ended June 30, 2008

1 Category

2 Office Fees and Expenses
3 Office Fees and Expenses
4 Office Fees and Expenses
5 Office Fees and Expenses
6 Office Fees and Expenses
7
8

9 Licenses and Fees
10 Licenses and Fees
11 Licenses and Fees
12 Licenses and Fees
13 Licenses and Fees
14 Licenses and Fees
15 Licenses and Fees
16 Licenses and Fees
17 Licenses and Fees
18 Licenses and Fees
19 Licenses and Fees

Description of Unallowable Cost
Wind Analysis & Planning Software
Gold Watches and Clocks

Pilsner Beer Glasses
Leafs-Raptors Season Tickets
Super Bowl XLII Tickets

Subtotal for Office Expenses

Donation - Wind Project Develop
Donation - Water Project in Africa
Donation - Cancer Society
Donation - Muitiple Myefoma
Wind Development

U.S. Trustee

St. Leon Wind Energy

Algonquin Power Fund Inc Taxes
Algonquin Power Fund Inc Taxes
Tax Ruling Request for KMS America & Subs
Algonquin Power Fund Inc Taxes
Subtotal for Licenses & Fees

Amount
$15,056
$16,864

$5,700
$5,066
$3,500
$46,186

$25,000
$25,000
$13,350
$5,000
$7,887
$9,375
$12,556
$6,891
$6,794
$10,000
$23,789

$145,642

Final Schedule CSB-17
Page 2 of 2



BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-18
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 6 - AFFILIATE INCREASE & AEROTEK INVOICE

(Al [B] [C]
STAFF
LINE|Contractual Services - Other COMPANY |ADJUSTMENTS STAFF
NO.|DESCRIPTION AS FILED (ColC-ColA)| AS ADJUSTED
1 Total Contractual Services - Other $ 452,439 $ - $ 452,439
2  Affiliate Increase 50,302 (50,302) -
3 Total Contractual Services - Other - 42 200 42,200
4 Total Contractual Services - Other $ 502,741 $ (8,102) $ 494,639
5
6
7
References:

Column A; Company Schedule C-2, Page 1, Adjustment No. 11

Column B: Testimony, CSB; Company Data Request Responses to MEM 1.28, CSB 9.5, 9.6, 9.8
Contractual Services, Legal&Engr

Contractual Se Contractual Services, Legal&Engr



BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-19
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 7 - EXPENSED PLANT

(A] [B] [C]
STAFF
LINE COMPANY STAFF AS ADJUSTED
. |Description AS FILED ADJUSTMENTS [(Col A + Col B)
Contractual Services, Legal and Engineering Exp $ 9,362 §$ (1,500) $ 7,862
Contractual Services, Other Expense $ 553,043 % (7641) $ 545,402
$ -
$ -
$ -
Total $ 562,405 $ (9,141) $ 553,264

WWWRRNNNRNRMNNRNRNS S 28 s s s Z
NSOCOXVIOOARWON2O0OOONOIRARWN20OPRXND OhWN G

PLANT COSTS REMOVED FROM CONTRACTUAL SERVICES, LEGAL & ENGINEERING EXPENSE (MEM 1.55)

Acct. No. [Vendor Name [Description |Amount

354 - Structures & Improv Consulting Land Surveyors  Locate existing and set new boundaries $ 1,500.00

PLANT COSTS REMOVED FROM CONTRACTUAL SERVICES, OTHER EXPENSE (MEM 1.55)

Acct. No. [Vendor Name [Description |Amount

354 - Structures & Improv ~ Consulting Land Surveyors  Locate existing and set new boundaries $ 800.00

360-Collection Srvcs, Force ADEQ Approval to Construct Certificate $ 1,600.00
370-Receiving Wells ADEQ Approval to Construct Certificate 3 1,200.00

Subtotal 3 2,800.00
371-Effluent Pumping Plant Keller Equipment Company  Install submersible Pumps $ 1,212.00
371-Effluent Pumping Piant Keller Equipment Company  Set two pumps; pull one $ 1,691.25

Subtotal $ 2,803.25
381-Plant Sewers KSK Electric New cables, sand filters $ 1,237.72

Total for Contractual Services, Other $ 7,640.97

Grand Total $ 9,140.97

References:

Column A: Company Schedule B-2, Page 3

Column B: Testimony, CSB, Company Data Request Responses MEM 1.55
Column C: Column [A] + Column [B]




BLACK MOUNTAIN SEWER CORPORATION
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

Final Schedule CSB-20

OPERATING INCOME ADJUSTMENT NO. 8 - NORMALIZED MAINTENANCE, LEGAL, & ENGINEERING EXPENSES

[A] [B] [C]
LINE COMPANY STAFF STAFF
NO. AS FILED ADJUSTMENTS| AS ADJUSTED
1 Contractual Services - Other $ 462,871 % (26,580) $ 489,451
2 Contractual Services, Legal and Engr. 9,362 (2,861) 9,362
3 $ 472233 $ (29,441) $ 498,813
4
5 [D]
6 Normalized
7 Maintenance Expense
8 (MEM 1.55)
9 Cost of Sewer Spill $ 39,870
10 Divided by 3 Years 3
1 Normalized Cost for Sewer Spill $ 13,290
12
13 Normalized Cost for Sewer Spill $ 13,290
14 Less: Cost for Sewer Spill $ 39,870
15 Staff's Adjustment (26,580)
16
17
18
19 [E] [F] [C] [H]
20 Contractual Land Surveying Normalized
21 Year Services Costs Capitalized| Legal & Engr. Exp
22 Company Schedule E-2 Legal & Engr | (Sch CSB-14) (Col E + Col F)
23 6/30/2006 3 5,503 § - 38 5,503 Removed $1,500
24 6/30/2007 $ 4639 $ - 8 4,639
25 6/30/2008 $ 9,362 $ - $ 9,362
26 3 19,504
27 Divided by 3 Years 3
28 Normalized Legal and Engineering Expense § 6,501
29
| 30 Normalized Legal and Engineering Expense $ 6,501
31 Less: Legal and Engineering Expense $ 9,362
| 32 Staff's Adjustment (2,861)
References:

Column A: Company Schedule C-1

Column C: Column [A] + Column [B]

|
|
Column B: Testimony, CSB, Company Data Request Response MEM 1.55, Company Schedule E-2




BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-21
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 9 - BAD DEBT EXPENSE

[A] (B] [C]
LINE COMPANY STAFF STAFF
NO. AS FILED ADJUSTMENTS | AS ADJUSTED
1 Bad Debt Expense - Test Year $ 7,898 $ - 9% 7,898
2 Bad Debt Expense Not Incurred in Test Year $ 4067 $ (4,067) $ -
3 Bad Debt Expense - Test Year Related $ - 9 6,479 $ 6,479
4 Total Bad Debt Expense $ 11,965 $ 2412 % 14,377
5
6
7
8 [D] [E]
9
10 Year Bad Debt
11 Expense
12 6/30/2006 $ 2,240
13 6/30/2007 $ 1,757
14 Amount to Reconcile G/L to Actual Write-offs $ 70
15 Bad Debt Expense Not Incurred in Test Year $ 4,067
16 6/30/2008 $ 7,898
17 Bad Debt Expense per Company $ 11,965
References:

Column A: Company Schedule C-1
Column B: Testimony, CSB, Company Schedule E-2
Column C: Column [A] + Column [B]



BLACK MOUNTAIN SEWER CORPORATION

Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

Final Schedule CSB-22

OPERATING INCOME ADJUSTMENT NO. 10 - RENTS, BUILDING EXPENSE

[A] [B] [C]
LINE COMPANY STAFF STAFF
NO. ASFILED |ADJUSTMENTS| AS ADJUSTED
1 Rents, Building (1/1/2008 to 6/30/2008) $ 19,830 $ - $ 19,830
2  Annualization Adjustment - 18,432 18,432
3 Total Contractual Services - Other $ 19,830 $ 18432 $ 38,262
4
5
6
7 [D]
8 Rents, Building
9 Expense
10 (CSB 10.11)
11 Office Rent $ 2,368
12 Storage Space $ 117
13 Utilities 600
14 Taxes 104
15 Total $ 3,189
16 Multiplied by 12 months 12
17 $ 38,262
18 Test Year Rents, Building Expense  $ 19,830
19 Annualization Adjustment  $ 18,432
References:

Column A; Company Schedule C-1
Column B: Testimony, CSB, Company Data Request Response CSB 10.11

Column C:; Column [A] + Column [B]




BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-23
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 11 - TRANSPORTATION EXPENSE

[A] [B] [C]
LINE COMPANY STAFF STAFF
NO. AS FILED |ADJUSTMENTS| AS ADJUSTED
1 Transportation Expense $ 23695 $ - $ 23,695
2 2007 Chevrolet Silverado Lease Cost 10,750 (5,375) 5,375
3 Total Contractual Services - Other $ 34,445 % (5,375) $ 29,070
4
5
6
7 [D]
8 Transportation
9 Expense
10 {MEM 1.55)
11 Annual Lease Expense for 2007 $ 10,750
12 Multiplied by 50.00% Split Between Black Mtn and Litchfield Park
13 Black Mountain's Allocated Costs $ 5,375
14
15
References:

Column A: Company Schedule C-1
Column B: Testimony, CSB, Company Data Request Response MEM 1.55 and CSB 10.4

Column C: Column [A] + Column [B]



BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-24
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 12 - TESTING EXPENSE

(Al [B] [C]

LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Testing Expense $ 16955 § (1,733) § 15,222

References:
Column A: Company Schedule C-1

Column B: Testimony, CSB, Staff Engineering Report Executive Summary
Column C: Column [A] + Column [B]



BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-25
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 13 - BONUSES, MEALS, & OTHER EXPENSES

[A] [B] [C]
LINE COMPANY STAFF STAFF
NO. AS FILED [|ADJUSTMENTS| AS ADJUSTED
1 Contractual Services - Other $ 487,796 $ - 9 487,796
2  Bonuses, Meals, Beverages, Etc. 14,945 (14,945) -
3 Total Contractual Services - Other $ 502,741 $ (14,945) $ 487,796
4
5
6
7 Bonuses $ 13,460 MEM 1.24
8 Meals 526 CSB10.3
9 Beverages 907 MEM 1.55
10 Charitable Contributions 52 MEM 1.46
11 $ 14,945
References:

Column A: Company Schedule C-1
Column B: Testimony, CSB, Company Data Request Response MEM 1.24,1.46,1.55, CSB 10.3
Column C: Column [A] + Column [B]



BLACK MOUNTAIN SEWER CORPORATION
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

Final Schedule CSB-26

OPERATING INCOME ADJUSTMENT NO. 14 - DEPRECIATION EXPENSE ON TEST YEAR PLANT

[A] 18] [C] 0] [E]
PLANT in NonDepreclable | DEPRECIABLE DEPRECIATION
LINE| ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE
NO.| NO. |DESCRIPTION Per Staff PLANT {Col A - Col B) RATE {Col C x Col D)
1 351  Organization $ - § $ - 000% $ -
2 352 Franchises $ - 8 $ - 0.00% $ -
3 353 Land and Land Rights $ 461,300 $§ $ 461,300 0.00% $ - Added back CIAC Land & Land Rights
4 354  Structures and improvements $ 2560220 $ $ 2,560,220 333% $ 85,255
5 355 Power Generation Equipment $ - 8 3 - 5.00% $ -
6 360 Collection Services - Force $ 707,892 $ $ 707,892 200% $§ 14,158
7 361 Coliection Services - Gravity $ 4284948 § $ 4,284,948 200% $ 85,699
8 362  Special Collecting Structures $ - $ 3 - 200% $ -
9 363  Services to Customers § 198723 § $ 198,723 200% $ 3,974
10 364 Flow Measuring Devices $ 31512 § $ 31,512 10.00% $ 3,151
11 3685 Flow Measuring Instaltations $ 179622 $ $ 179,622 10.00% $ 17,962
12 370 Receiving Wells $ 932871 § $ 932,871 3.33% $ 31,065
13 371 Effluent Pumping Equipment $ 657647 § $ 657,647 12.50% $ 82,206
14 380 Treatment and Disposal Equipment 3 181,828 § $ 181,828 5.00% $ 9,091
15 381 Plant Sewers $ 124,527 § $ 124,527 5.00% $ 6,226
16 382 Outfall Sewer Lines $ - § 3 - 333% $ -
17 389 Other Plant & Misc. Equipment $ 939432 § 3 939,432 667% $ 62,660
18 390 Office Furniture & Equipment $ 224,587 § $ 224,587 667% $ 14,980
19 391 Transportation Equipment $ 107,367 $ 3 107,367 20.00% $ 21,473
20 393 Tools, Shop & Garage Equipment $ 5754 § $ 5,754 500% % 288
21 394  Labratory Equipment 3 7.488 § $ 7,488 10.00% $ 749
22 395 Power Operated Equipment $ - 8 $ - 500% $ -
23 396 Communication Equipment $ 40451 § 3 40,451 10.00% $ 4,045
24 398 Other Tangible Plant $ -3 $ - 10.00% $ -
25 Total Plant $ 11,646,169 § $ 11,646,169 $ 442,983
26
27 Composite Depreciation Rate (Depr Exp / Depreciable Plant). 3.80%
28 AC. $ 5232139
29 Amortization of CIAC (Line 25 x Line 26): § 199,014
30
31 Depreciation Expense Before Amortization of CIAC: $ 442,983
32 Less Amortization of CIAC: _$ 199,014
33 Test Year Depreciation Expense - Staff: § 243,969
34 Depreciation Expense - Company: _§ 224,818
35 Staff's Total Adjustment: _$ 19,151

References:

Column [A): Schedule CSB-4
Column [B]: From Column [A]
Column [C}: Column [A] - Column [B]
Column [D}: Engineering Staff Report
Column [E]: Column [C] x Column [D}



BLACK MOUNTAIN SEWER CORPORATION
Docket No. SW-02361A-08-0609 Final Schedule CSB-27
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT NO. 15 - TAXES OTHER THAN INCOME

(Al (B] [C]
| LINE COMPANY STAFF STAFF
| NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Taxes Other Than Income $ (1,780) $ 1,780 $ -

References:
Col [A]: Company Schedule C-2
Col [B]: Col [C] - Col [A]

Col [C]: CSB Testimony; Company Data Request Response to MEM 1.58




BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-28
Docket No. SW-02361A-08-0609
Test Year Ended June 30, 2008

OPERATING INCOME ADJUSTMENT #16 - Property Tax Expense

LINE STAFF STAFF
NO. |Property Tax Calculation AS ADJUSTED RECOMMENDED
1  Staff Adjusted Test Year Revenues $ 1,580,170 $ 1,580,170
2 Weight Factor 2 2
3 Subtotal (Line 1 * Line 2) 3,160,340 $ 3,160,340
4 Staff Recommended Revenue, Per Schedule CSB-1 1,580,170 $ 2,190,545
5 Subtotal (Line 4 + Line 5) 4,740,510 5,350,885
6 Number of Years 3 3
7 Three Year Average (Line 5§/ Line 6) 1,680,170 $ 1,783,628
8 Department of Revenue Mutilplier 2 2
9 Revenue Base Value (Line 7 * Line 8) 3,160,340 $ 3,567,256
10 Plus: 10% of CWIP - 14,202 14,202
11 Less: Net Book Value of Licensed Vehicles 46,420 $ 46,420
12 Full Cash Value (Line 9 + Line 10 - Line 11) 3,128,122 $ 3,535,038
13 Assessment Ratio 21.0% 21.0%
14 Assessment Value (Line 12 * Line 13) 656,906 $ 742,358
15 Composite Property Tax Rate (Per Company Schedule C-2, P 4.1459% 4.1459%
3 -
16 Staff Test Year Adjusted Property Tax (Line 14 * Line 15) $ 27,235
17 Company Proposed Property Tax 32,414
18 Staff Test Year Adjustment (Line 16-Line 17) $ (5,179)
19 Property Tax - Staff Recommended Revenue (Line 14 * Line 15) $ 30,777
20 Staff Test Year Adjusted Property Tax Expense (Line 16) $ 27,235
21 Increase in Property Tax Expense Due to Increase in Revenue Requirement $ 3,543
22 Increase to Property Tax Expense $ 3,543
23 Increase in Revenue Requirement 610,375

24 Increase to Property Tax per Dollar Increase in Revenue (Line19/Line 20) 0.580426%




BLACK MOUNTAIN SEWER CORPORATION
Docket No. SW-02519A-06-0015
Test Year Ended October 31, 2005

Final Schedule CSB-29

OPERATING INCOME ADJUSTMENT NO. 17 - TEST YEAR INCOME TAXES

LINE
NO. DESCRIPTION

Calculation of Income Tax:

Revenue (Schedule CSB-11)

Operating Expenses Excluding Income Taxes

Synchronized Interest (L17)

Arizona Taxable Income (L1-L2-L3)

Arizona State Income Tax Rate

Arizona income Tax (L4 x L5)

Federal Taxable Income (L4 - L&)

Federal Tax on First Income Bracket ($1 - $50,000) @ 15%

Federal Tax on Second income Bracket (§51,001 - $75,000) @ 25%
10 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
11 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
12 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
13 Total Federal Income Tax

14 Combined Federal and State Income Tax (L44 + L51)

NN &hH P

WO~ HWN =
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Calculation of Interest Synchronization:
15 Rate Base (Schedule CSB-13, Col. (C), Line 16)
16 Weighted Average Cost of Debt
17 Synchronized Interest (L16 x L17) $

»

18 Income Tax - Per Staff $
19 Income Tax - Per Company _$
20 Staff Adjustment $

Test Year

1,580,170
1,442,188
72,047
65,935
6.9680%
4,594
61,341
7,500
2,835

10,335
14,930

3,602,336
2.00%
72,047

14,930
7,760
7,170




BLACK MOUNTAIN SEWER CORPORATION Final Schedule CSB-30
Docket No. SW-02361A-08-0609

Test Year Ended June 30, 2008

[ RATE DESIGN |

Present | Company | Percent Present Staff Percent
Rates Proposed | Increase Rates Recommended| Increase

Residential Service-Per Month $4564 & 7108 55.74% $45.64 $63.57 39.29%

Commercial, Regular1 $0.18298 $ 0.28499 55.75% $ 018298 $ 0.25487 39.29%

Commercial - Special Rate Present Rates Company Proposed Staff Recommended
Gallons Monthly Rate Per Monthly Rate Per Monthly Rate Per

Name of Business Per Day Billing Gallon Billing Gallon Billing Gallon

BH Enterprises-West 2,525 $354.36 $0.14034 N/A N/A * *

BH Enterprises-East 1,400 $196.48 $0.14034 N/A N/A * *

Barb's Pet Grooming 250 $35.09 $0.14034 N/A N/A * *

Boulder's Resort 29,345 $4,173.74  $0.14223 $8,363.03 $ 0.28499 $5,813.60 $0.19811

Carefree Dental 1,625 $228.05 $0.14034 N/A N/A * *

Ridgecrest Realty 450 $63.87  $0.14193 N/A N/A * *

Desert Forest 7,000 $1,144.08  $0.16344 $1994.93 $ 0.28499 $1,693.59 $0.22766

Desert Hills Pharmacy 800 $136.49  $0.17061 N/A N/A * *

E! Pedregal 15,787 $2,21555  $0.14034 $4,499.14 $ 0.28499 $3,086.04 $0.19548

Lemon Tree 300 $41.07  $0.13691 N/A N/A * *

Body Shop 1,000 $176.47  $0.17647 N/A N/A * *

Spanish Village 4,985 $699.59  $0.14034 $1,420.68 $ 0.28499 $974.47 $0.19548

Boulder's Club 1,200 $168.41 $0.14034 $34199 $ 0.28499 $341.99 $0.19548

Anthony Vuitaggio 300 $46.79  $0.15597 N/A N/A * >

Effluent Sales

Effluent Sales Present Rates | Company Proposed | Staff Recommended

Per thousand gallons $0.374400 $0.460510 $0.460510

Per Acre Feet $122.00 $150.00
Present | Company Staff |

Service Charges: Rates Proposed Recommended

Establishment $ 2500 % 2500 $ 2500

Re-establishment $ 2500 $ 2500 $ 25.00

Re-connection No Charge No Charge No Charge

Minimum Deposit (Residential) (a) (a) (a)

Minimum Deposit (Non-Residential) {(a) (a) (a)

Deposit Interest (a) (a) 6.00%

NSF Check Charge $ 1000 $ 1000 $ 10.00

Deferred Paymnt Finance Charge 1.50% 1.50% 1.50%

Late Charge 1.50% 1.50% 1.50%

Main Extension Tariff Cost Cost (b) Cost

Hook-Up Fee for New Service' $ 647 $ 647 N/A

' Per Gallon per Day. Wastewater flows are based on Engineering Bulletin 12, Table 1 published by ADEQ.
(a) Per A.A.C. R14-2-603B: Residential - two times average bill, Non-residential - two and one-half times average bill
(b) Per A A.C. R14-2-606B
N/A Not included in current or proposed tariff.
* Staff recommends that this rate be removed from the tariff.







SW-02361A-08-0609

Black Mountain Sewer Cost of Capital Calculation

Capital Structure

And Weighted Average Cost of Capital
Staff Recommended and Company Proposed

[A} (8 [c] 0]
Weighted

Description Weight (%) Cost Cost
Staff Recommended Structure

Debt 0.0% 9.4% 0.0%
Common Equity 100.0% 9.4% 9.4%
Weighted Average Cost of Capital 9.4%
Company Proposed Structure

Debt 0.0% 9.4% 0.0%
Common Equity 100.0% 12.8% 12.8%
Weighted Average Cost of Capital 12.8%

ID]: B)x{C]
Supporting Schedules: JCM-3 and JCM-4.

Finai Schedule JCM-1
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Docket No. SW-02361A-08-0609

Biack Mountain Sewer Cost of Capital Calculation
Final Cost of Equity Estimates
Sample Water Utilities

Final Schedule JCM-3

Al (B] €] (O] [E]
DCF Method D,/P,' + d = K
Constant Growth DCF Estimate 3.7% + 5.7% = 9.4%
Muiti-Stage DCF Estimate = 10.3%
Average of DCF Estimates 9.9%
CAPM Method Rf + & x (Rp) = k
Historical Market Risk Premium?® 2.9% + 0.80 X 6.9% °© = 8.5%
Current Market Risk Premium’* 4.3% + 0.80 x  103%7 = 12.5%
Average of CAPM Estimates 10.5%
Average 10.2%
Financial risk adjustment -0.8%
Total 9.4%

1 MSN Money and Value Line
2 Schedule JCM-8
3 Risk-free rate (Rf) for 6, 7, and 10 year Treasury rates from the U.S. Treasury Department at www.ustreas.gov
4 Risk-free rate {Rf) for 30 Year Treasury bond rate from the U.S. Treasury Department at www.ustreas.gov
5 Value Line
* 6 Historical Market Risk Premium (Rp) cal from Ib Associates SBBI 2009 Yearbook data

7 Testimony




Docket No. SW-02361A-08-0609 Final Schedule JCM-4

Black Mountain Sewer Cost of Capital Calculation
Average Capital Structure of Sample Water Utilities

[A] [B] [C] (8)]
Common

Company Debt Equity Total
American States Water 48.4% 51.6% 100.0%
California Water 47 .9% 52.1% 100.0%
Aqua America 52.7% 47.3% 100.0%
Connecticut Water 50.7% 49.3% 100.0%
Middlesex Water 53.2% 46.8% 100.0%
SJW Corp 48.6% 51.4% 100.0%
Average Sample Water Ultilities 50.2% 49.8% 100.0%
Black Mtn - Actual Capital Structure’ 21.6% 78.4% 100.0%

Source:
Sample Water Companies from Value Line

' The Capital Structure for ratemaking is 0.0 percent debt and 100.0 percent equity.



Docket No. SW-02361A-08-0609

Black Mountain Sewer Cost of Capital Calculation

Growth in Earnings and Dividends

Sample Water Utilities

Al i8] {c] (D] [E]
Dividends Dividends Earnings Earnings
Per Share Per Share Per Share Per Share
1998 to 2008 Projected 1998 to 2008 Projected
Company DPS’ pPS' EPS' EPS'
American States Water 1.8% 4.6% 3.7% 10.9%
California Water 0.9% 2.8% 2.7% 6.9%
Aqua America 7.0% 5.0% 6.2% 11.4%
Connecticut Water 1.3% No Projection 1.0% No Projection
Middiesex Water 2.1% No Projection 2.9% No Projection
SJW Corp 5.5% No Projection 3.0% No Projection
Average Sample Water Utilities 3.1% 4.1% 3.3% 9.7%

1 Value Line

Final Schedule JCM-5



Docket No. SW-02361A-08-0609

Black Mountain Sewer Cost of Capital Calculation
Sustainable Growth
Sample Water Utilities

Final Schedule JCM-6

IA] (B] [C] (D] (E] [F]
Retention Retention Stock Sustainable  Sustainable
Growth Growth Financing Growth Growth
1999 to 2008 Projected Growth 1999 to 2008  Projected
Company br br vS$ br +vs br + vs
American States Water 3.0% 6.4% 1.4% 4.4% 7.9%
California Water 2.0% 6.1% 4.2% 6.2% 10.3%
Aqua America 4.8% 5.7% 3.5% 8.3% 9.2%
Connecticut Water 2.6% No Projection 0.8% 3.4% No Projection
Middlesex Water 1.4% No Projection 2.3% 3.7% No Projection
SJW Corp 4.5% No Projection 0.1% 4.6% No Projection
Average Sample Water Utilities 3.0% 6.1% 2.1% 51% 9.1%

{B]: Value Line

[C]: Value Line

[D]: Vaiue Line and MSN Money
[E]: [B]+[D]

[F): [C}+[D]



Docket No. SW-02361A-08-0609

Black Mountain Sewer Cost of Capital Calculation
Selected Financial Data of Sample Water Utilities

Final Schedule JCM-7

[A] (B] (03] (D] (E] [F] [G]
Value Line Raw
Spot Price Mkt To Beta Beta
Company Symbol 10/28/2009 Book Value Book B praw
American States Water AWR 34.58 17.74 19 0.80 0.67
California Water CWT 38.17 20.11 1.9 0.75 0.60
Aqua America WTR 15.64 8.21 19 0.65 0.45
Connecticut Water CTWS 22.37 12.64 18 0.85 0.75
Middlesex Water MSEX 15.31 10.92 14 0.80 0.67
SJW Corp SJw 21.76 14.75 1.5 0.95 0.90
Average 1.7 0.80 0.67

{C): Msn Money

[D]: Value Line

[El: [€]/D]

[F1: Value Line

[G]: (-0.35 + [F])/ 0.67




Docket No. SW-02361A-08-0609

Black Mountain Sewer Cost of Capital Calculation
Calculation of Expected Infinite Annual Growth in Dividends
Sample Water Utilities

[A) (B]

Description q

DPS Growth - Historical' 3.1%
DPS Growth - Projected’ 4.1%
EPS Growth - Historical' 3.3%
EPS Growth - Projected’ 9.7%
Sustainable Growth - Historical® 5.1%
Sustainable Growth - Projected? 9.1%
Average 5.7%

1 Schedute JCM-5
2 Scheduie JCM-6

Final Schedule JCM-8




Docket No. SW-02361A-08-0609 Final Schedule JCM-9

Black Mountain Sewer Cost of Capital Calculation
Multi-Stage DCF Estimates
Sample Water Utilities

-

(Al Bl €] 0] [E) [F) (H] 1
Current Mkt. Projected Dividends” (Stage 1 growth) Stage 2 growth®}  Equity Cost
Company Price (P,)" (D) (g.) Estimate (K)*
10/28/2009 d d, dy d,
American States Water 346 1.06 1.12 1.18 125 6.7% 9.7%
California Water 382 1.23 1.30 1.38 1.45 6.7% 9.8%
Aqua America 156 0.57 0.60 0.64 0.67 6.7% 10.2%
Connecticut Water 224 0.93 0.98 1.03 1.09 6.7% 10.7%
Middlesex Water 15.3 0.75 0.79 0.84 0.89 6.7% 11.5%
SJW Corp 21.8 0.69 0.73 0.77 0.81 6.7% 9.8%

Average 10.3%

=

D, D.(+g) 1

P, = o
pa 1+ K) K-g, (1+K) .

Where : P, = current stock price

= dividends expected during stage 1
K = costof equity

n = years of non — constant growth
D, = dividend expected in year n

constant rate of growth expected after year n

]
=
i

1 [B] see Schedule JCM-7
2 Derived from Value Line Information
3 Average annual growth in GDP 1929 - 2008 in current dollars.

4 Internai Rate of Return of Projected Dividends




