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IN THE MATTER OF THE APPLICATION OF )

ARIZONA-AMERICAN WATER COMPANY, ) DOCKET NO. W-01303A-09-0343
AN ARIZONA CORPORATION, FOR A )

DETERMINATION OF THE CURRENT FAIR )

VALUE OF ITS UTILITY PLANT AND )

PROPERTY AND FOR INCREASES INITS )

RATES AND CHARGES BASED THEREON )

FOR UTILITY SERVICE BY ITS ANTHEM
WATER DISTRICT AND ITS SUN CITY
WATER DISTRICT.
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DISTRICT, ITS SUN CITY WASTEWATER
DISTRICT AND ITS SUN CITY WEST
WASTEWATER DISTRICT.
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NOTICE OF FILING REBUTTAL SCHEDULES

[\o]
V8]

24 In support of the positions set forth in the Company’s Rebuttal Testimony filed

25 || March 22, 2010, Arizona-American Water Company files the following revised Schedules for the
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Anthem Water District, Sun City Water District, Anthem / Agua Fria Wastewater District, Sun
City Wastewater District and Sun City West Wastewater District:

Schedule A-1 Rebuttal

Schedule B-1 Rebuttal

Schedule B-2 Rebutall

Schedule B-5 Rebuttal

Schedule B-6 Rebuttal

Schédulc C-1 Rebuttal

Schedule C-2 Rebuttal

Schedule C-3 Rebuttal

Schedule D-1 Rebuttal

RESPECTFULLY SUBMITTED this 23rd day of March, 2010.

LEWIS AND ROCA LLP

el L

Thomas H. Campbell
Michael T. Hallam

40 North Central Avenue
Phoenix, AZ 85004

Attorneys for Arizona-American Water Company

ORIGINAL and thirteen (13) copies
of the foregoing filed this 23rd day
of March, 2010, with:

The Arizona Corporation Commission
Utilities Division — Docket Control
1200 W. Washington Street

Phoenix, Arizona 85007

2 2141439.1




1 || Copy of the foregoing hand-delivered
this 23rd day of March, 2010, to:
2
Steve Olea
3 || Utilities Division
Arizona Corporation Commission
4 1| 1200 W. Washington Street
Phoenix, Arizona 85007
5
Teena Wolfe, Administrative Law Judge
6 || Hearing Division
Arizona Corporation Commission
7 || 1200 W. Washington Strect
Phoenix, Arizona 85007
8
Robin Mitchell
9 || Maureen Scott
Legal Division
10 || Arizona Corporation Commission
1200 W. Washington Street
11 || Phoenix, Arizona 85007
12 || Copy of the foregoing mailed
this 23rd day of March, 2010, to:
13
Judith M. Dworkin Lawrence V. Robertson, Jr.
14 || Sacks Tierney PA P.O. Box 1448
4250 N. Drinkwater Blvd., Fourth Floor Tubac, AZ 85646-1448
15 || Scottsdale, AZ 85251-3693 Attorney for Anthem Community Council
P Attorney for Anthem Community Council
Daniel W. Pozefsky, Chief Counsel Jeff Crockett
17 || Residential Utility Consumer Office Robert Metli
1110 West Washington Street SNELL & WILMER
18 || Suite 220 One Arizona Cenler
Phocenix, Arizona 85007 : 400 E. Van Buren Street
19 Phoenix, AZ 85004-2202
Attorneys for Resorts
20 Larry Woods Bradley J. Herrema
21 Proper%/ Owners and Residents Assoc.  Robert J. Saperstein
13815 E. Camino Del Sol Brownstein Hyatt Farber Schreck, LLP
92 || Sun City West, AZ 85375-4409 21 E. Carrillo St
Santa Barbara, CA 83101
23 || W.R. Hansen Greg Patterson
12302 W, Swallow Drive Water Utility Association of Arizona
24 || Sun City West, AZ 85375 916 W. Adams, Suite 3
Phoenix, AZ 85007
25
26
3 2141439.1
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Andrew M. Miller

Town Attorney

Town of Paradise Valley
6401 E. Lincoln Drive
Paradise Valley, AZ 85253

ot el

Desi Howe

Anthem Golf and Country Club
2708 W. Anthem Club Drive
Anthem, AZ 85086
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Arizona American Water Company - Anthem Water Exhibit

Test Year Ended December 31, 2008

Computation of Increase in Gross Revenue Requirement Page 1
Witness: Broderick

Line

Original Cost Rate Base $ 57,422,164
Adjusted Operating Income $ 528,986
Current Rate of Return 0.92%
Required Operating Income - $ 4,134,396
Required Rate of Return 7.20%
Operating Income Deficiency $ 3,605410
Gross Revenue Conversion Factor 1.6538

Increase in Gross Revenue

Schedule A-1 Rebuttal

Requirement $ 5,962,687

Customer Present Proposed Dollar Percent
Classification Rates Rates Increase Increase
Residential $ 5,279,103

Commercial 967,874

Sale for Resale 71,929

Misc Irrigation Sales 834,977

Private Fire 86,395

Total Water Revenues $7,240,279 $13,202,966 $ 5,962,687 82.4%
Other Revenues [a] 241,948 241,948 - 0.0%
Total Water Revenues $7,482,226 $13,444914 $ 5,962,687 78.7%
Total TY Adj Rev from C-2 $ 7,492,744 $ 13,455431 $5,962,687
Over / (Under) $ (10,518) § (10,518) $0

[a] Moved $30,702 of City of Phoenix Wheeled Water from Other Revenues back
up to Sale for Resale Revenue.

Supporting Schedules:
B-1 Rebuttal
C-1 Rebuttal

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xis\




Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Summary of Fair Value Rate Base

Line
No.
1
2 Gross Utility Plant in Service
3 Phoenix {nterconnection
4 Less:
5 Amortization of Phx Interconnect
6 Accumulated Depreciation
7
8 Net Utility Plant in Service
9
10 Less:
11 Advances in Aid of
12 Construction
13 Contributions in Aid of
14 Construction - Net of Amortization
15 Imputed Regulatory Advances
16 Imputed Regulatory Contributions
17 Customer Meter Deposits
18 Deferred Income Taxes & Credits
19 Investment tax Credits
20 Plus:
21 Unamortized Finance
22 Charges
23 Deferred Debits
24 Allowance for Working Capital
25 Utility Plant Acquisition Adjustment
26
27 Total Rate Base
28
29
30
31
32
33
34
35
36
37
38
39
40
41 Supporting Schedules:
42 B-2 Rebuttal
43 B-3
44 E-1
45
46
47
48
49
50

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xis\

Exhibit
Schedule B-1 Rebuttal
Page 1
Witness: Gutowski
Original Cost
Rate base
$ 85,684,602
5,000,000
116,667
12,789,099
$ 77,778,836
$ 18,557,742
2,423,542
326,764
1,920
(701,487)
51,714
200,095
$ 57,422,164

Recap Schedules:
A-1 Rebuttal
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Arizona American Water Company - Anthem Water Exhibit
Test Year Ended December 31, 2008 Schedule B-2 Rebuttal
Rate Base Adjustment SLM-1 Page 2
Witness: Gutowski
Line
No. Company  Company
1 Reconcile Anthem Water Plant & Accum. Depr. Rebuttal Acceptance
2 to Amounts Previously Approved Ending of Staff Company
3 Balance Proopsed Rebuttal
4 Object Sub. December  Depreciation Depreciation
5  Account Account Description 2008 Rates Expense
6 101000 301000 Organization - 0.00%
7 101000 302000 Franchises 4,719,239 0.00% -
8 101000 303200 Land & Land Rights SS 6,014,990 0.00% -
9 101000 303300 Land & Land Rights P 20,000 0.00% -
10 101000 304100 Struct & imp SS 4,724,837 2.50% 118,121
11 101000 304200 Struct & Imp P 2,827,247 1.67% 47,215
12 101000 304300 Struct & Imp WT 1,036,209 1.67% 17,305
13 101000 304400 Struct & imp TD 112,667 1.67% 1,882
14 101000 304600 Struct & Imp Offices 110,668 B7% 1,848
15 101000 304620 Struct & Imp Leashold - 0.00% -
16 101000 305000 Collect & Impounding 305,278 2.50% 7,632
17 101000 306000 Lake, River & Other Intakes 405,221 2.50% 10,131
18 101000 307000 Wells & Springs 92,902 2.52% 2,341
19 101000 308000 Infiltration Galleries & Tunne 245768 = 200% 4,915
20 101000 310100 Power Generation Equip Other - 4.42% -
21 101000 311200 Pump Equip Electric 11,714,674 4.42% 517,789
22 101000 311300 Pump Equip Diesel - 4.42% -
23 101000 311500 Pump Equip Other 10,327 4.42% 456
24 101000 320100 WT Equip Non-Media 10,975,199 7.06% 774,849
25 101000 320200 WT Equip Filter Media 824,366 5.00% 41,218
26 101000 330000 Dist Reservoirs & Standpipe 4,290,367 1.67% 71,649
27 101000 331001 TD Mains Not Classified by Size 3,298,808  153% 50,472
28 101000 331100 TD Mains 4in & Less 15,496,418 1.53% 237,095
29 101000 331200 TD Mains 6in to 8in 7,782,150 1.53% 119,067
30 101000 331300 TD Mains 10in to 16in 4,502,911 1.53% 68,895
31 101000 333000 Services 2,018,339 2.48% 50,055
32 101000 334100 Meters 839,713 6.67% 56,009
33 101000 334200 Meter Installations 353,074 2.51% 8,862
34 101000 334300 Meter Vaults 14,599 2.51% 366
35 101000 335000 Hydrants 2,003,910 2.00% 40,078
36 101000 340100 Office Furniture & Equip 160,631 4.55% 7,309
37 101000 340200 Comp & Periph Equip 24,847 10.00% 2,485
38 101000 340300 Computer Software - 25.00% -
39 101000 340330 Comp Software Other - 25.00% -
40 101000 341100 Trans Equip Lt Duty Trks 125,754 20.00% 25,151
41 101000 341200 Trans Equip Hvy Duty Trks 60,218 15.00% 9,033
42 101000 341300 Transportation Equipment - Othe - Z000% -
43 101000 341400 Trans Equip Other 17,286 16.67% 2,882
44 101000 343000 Tools,Shop,Garage Equip 30,146 4.14% 1,248
45 101000 344000 Laboratory Equipment 118,788 3.71% 4,407
46 101000 345000 Power Operated Equipment 4,719 5.14% 243
47 101000 346100 Comm Equip Non-Telephone 137,719 10.28% 14,158
48 101000 346190 Remote Control & Instrumentati 9,960 9.76% 972
49 101000 346200 Comm Equip Telephone 22,846 9.76% 2,230
50 101000 346300 Comm Equip Other 12,107 4.93% 597
51 101000 347000 Miscellaneous Equipment 4 6.19% -
52
53 Utility Plant $ 85,464,910 $ 2,318,965
54
55 Property Held for Future Use
66 Total Plant
57 Total Plant Per Books
58 Total Plant Over/(Under)
59
60 Monthly Depreciation Expense
61 Retirements
62 Accum. Depr. - Apprvd'/Calculated
63 Total Salvage
64 Total Approved/Calculated
65 Total Accum Depr. Per Books

66 Total Over/(Under) Depreciated
. Depreciation Plant 74,710,681

Depreciation Expense 2,318,965
Composite Depreciation Rate 3.10%



Arizona American Water Company - Anthem Water Exhibit

Test Year Ended December 31, 2008 Schedule B-2 Rebuttal
Rate Base Adjustment LJG-2R Page 3

Witness: Gutowski

Line

ADADADDWWWWWWWWWORNRNNNNNMNNRORMNS 22 3338 s Z
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45
46
47
48
49
50

Deferred Income Taxes

Staff has pointed out that audited Financials did not match the amount used in the case for
Deferred Income Taxes. They are correct and we revise our amount to agree with theirs.

Deferred Income Taxes as filed {($720,067)
Audited Deferred Income Taxes ($701,487)
Staff Adjustmentment GWB-8, RB-3 ($18,580)

Wérkpapers & Supporting Documents:

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xls\



Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Computation of Working Capital

No.
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
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
a7
48
49
50

Working Cash Requirement
Material and Supplies Inventories
Prepayments

Total Working Capital Allowance

Less Original Filing

Increase / Decrease in Working Capital

Supporting Schedules:
E-1

Workpapers & Supporting Documents:

'Thirteen-month average

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xIs\

Exhibit

Schedule B-5 Rebuttal
Page 1

Witness: Gutowski

$ 114,120
55,281 '
30,693

$ 200,095

$  (159,104)

$ 40,990

Recap Schedules:
B-1 Rebuttal



Arizona American Water Company
Test Year Ended December 31, 2008
Lead/Lag Study - Working Cash Requirement

OPERATING EXPENSES

Labor

Purchased Water

Fuel & Power

Chemicals

Waste disposal
Management Fees

Group Insurance

Pensions

Insurance Other Than Group
Customer Accounting

Rents

Miscellaneous

Maintenance Expense
Other Operating Expenses '

Property Taxes

Taxes Other than Income
Income Tax?

Interest

24 WORKING CASH REQUIREMENT

Test Year
Adjusted
Results

729,935
625,435
1,343,521

1,933

1,107,842
209,326
119,955
71,553
168,124
33,826
229,300
140,803
112,033

293,324
34,882
1,510,704
1,722,665

Revenue
Lag
Days

46.10509
46.10509
46.10509
46.10509
46.10509
46.10509
46.10509
46.10509
46.10509
46.10509
46.10509
46.10509
46.10509
46.10509

46.10509
46.10509
46.10509
46.10509

Expense
Lag
Days

12.00
50.92
22.70

(2.37)

(83.68)

8.89
33.61
30.00

191.29
13.35
30.13

106.25

031

Exhibit

Schedule B-6 Rebuttal
Page 1

Witness: Gutowski

Cash
Net Lead/ Working
Lag Lag Capital

Days Factor Required

341051 0.0934 $ 68,204
(4.8113)  (0.0132) (8,244)
23.4094  0.0641 86,167
37.3796  0.1024
415522  0.1138
57.3589  0.1571 |
50.8089  0.1639
484735  0.1328
129.7895  0.3556
257951  0.0707 °
461051  0.1263
37.2109  0.1019
12.4940  0.0342
16.1051  0.0441

(145.1890) (0.3978)  (116,678)
32.7588  0.0898 3,131
159751  0.0438 66,120

(60.1449) (0.1648)  (283,862)

'8 114120

30 Note: The operating expenses on this schedule are the actuals for 2008 and need to be replaced with the Pro Forma numbers

ANTHEM WATER

Line

No.
1
2 P08
3 P09
4 P10
5 P11
6 P12
7 P13
8 P14
9 P15
10 P17
11 P18
12 P19
13 P21
14 P25
15

16 TAXES
17 P29
18 P29
19 P30
20 P56
21

22

23

25

26

27

28

29

31

32

33 1)

34 2)

Pro forma corporate expenses need to be allocated to the district

At proposed rates.



Supporting Schedules:

E-2 C-2 Rebuttal

Recap Schedules:
A-1 Rebuttal

Arizona American Water Company - Anthem Water Exhibit
Test Year Ended December 31, 2008 Schedule C-1 Rebuttal
Adjusted Test Year Income Statement Page 1
Witness: Kiger
(Al (B] (C] (D] (E]
Test Year Total Test Year Proposed Adjusted
Line Book Pro Forma Adjusted Rate with Rate
No. Results Adjustments Results Increase Increase
1 Revenues
2 Water Revenues $ 7,210,624 $ 9,470 $ 7,220,094 $ 5,962,687 $ 13,182,782
3 Other Revenues 272,650 - 272,650 272,650
4
5 $ 7,483,274 § 9,470 $ 7,492,744 §$ 5,962,687 §$ 13,455,431
6 Operating Expenses
7 Labor $ 754087 $ (24,152) $ 729,935 $ 729,935
8 Purchased Water 625,435 - 625,435 625,435
9 Fuel & Power 1,259,637 83,883 1,343,521 1,343,521
10 Chemicals 103,351 - 103,351 103,351
11 Waste Disposal 1,933 - 1,933 1,933
12 Management Fees 1,158,078 (50,236) 1,107,842 1,107,842
13 Group Insurance 209,326 - 209,326 209,326
14 Pensions 105,808 14,147 119,955 119,955
15 Regulatory Expense 64,489 (12,500) 51,989 51,989
16 Insurance Other Than Group 71,553 - 71,853 71,653
17 Customer Accounting 183,101 (14,977) 168,124 26,980 195,105
18 Rents 33,826 - 33,826 33,826
19 General Office Expense 60,044 - 60,044 60,044
20 Miscellaneous 229,300 - 229,300 229,300
21 Maintenance Expense 140,803 - 140,803 140,803
22 Depreciation & Amortization 2,399,893 (10,891) 2,389,002 2,389,002
23 General Taxes-Property 292,953 371 293,324 77,785 371,109
24 General Taxes-Other 34,882 - 34,882 34,882
25 Income Taxes (759,675) 9,287 (750,388) 2,261,092 1,510,704
26
27  Total Operating Expenses $ 6,968,825 $ (5,068) $ 6,963,758 $ 2,365,858 §$ 9,329,615
28  Utility Operating Income $ 514448 $ 14,538 $ 528,986 $ 3,596,830 $ 4,125,816
29  Other Income & Deductions
30 Other Income & Deductions $ - $ - $ - $ -
31 Interest Expense 1,722,901 (236) 1,722,665 1,722,665
32 Other Expense 14,079 - 14,079 14,079
33 Gain/Loss Sale of Fixed Assets (3) - (3) (3)
34  Total Other Income & Deductions $(1,736,983) $ 236 $(1,736,747) $ - $ (1,736,747)
35  Net Profit (Loss) $(1,222,534) $ 14,774 $(1,207,761) $ 3,596,830 $ 2,389,069
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xIs\
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Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-2R

Line
No.
1
2
3
4
5
5
7
8
9

Adjust Depreciation/Amortization Expense to Reflect Test Year Adjusted Plant:

Annualized Depreciation Expense on Test Year UPIS
Depreciation Expense on Post-Test Year Plant Additions
Amortization of Regulatory Asset - Phoenix Interconnection
Corp Amortization of Y2K Costs
Corp Amortization of Depreciation Study Costs

Subtotal
Citizens' Districts-Only Aliocation Factor
District Share of Y2K Amortization

Corp AFUDC Equity Tax Gross-Up

4-Factor Allocation

District Share of Corp AFUDC Equity Tax Gross-Up

Less: Amortization of Contributions
Contributions at TYE 12/31/08
Composite Depreciation Rate for District

Amortization of Imputed Regulatory CIAC
Total Depreciation Expense
Test Year Depreciation Expense

Increase/(Decrease) in Depreciation Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

08 Anthem Water\Work Papers\Expenses\A of | - Anthem Water.xls

08 Anthem Water\Work Papers\Rate Base\lmputed AIAC and CIAC xis
\Common\Workpapers\2008 Reg Asset-Amort Wrkpaper xls

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xIs\

$ 2,367,576
$ 200,000
30,540
2,352
$ 32,802
5.706%
$ 1,877
$ 63,837
9.363%
$ 5,977
$ 2541488
310% $ 78,886
$ 107,543
$ 2,380,002
$ 2,399,803
$ (10,891
$  (10,891)

Exhibit

Schedule C-2 Rebulttal
Page 2

Witness: Gutowski




Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK- 1R

Line

Remove 30% of Annual Incentive Plan (AIP) Compensation at the District Level

Anthem Water Test Year Achievement Incentive Pay
Arizona Corporate Achievement Incentive Pay

4 Factor Allocation to Anthem Water
Anthem Water Portion of AZ Corporate AIP

Total Anthem Water Test Year AIP

Accept RUCO Adj C-3 Disallowance Percentage
Adjustment to Achievement Incentive Pay

Test Year Adjusted Achievement Incentive Pay

Adjustment to Revenue and/or Expense

$

9.3634%
44,560

$ 3,496
$ 475,900
] 48,056
30%
$ (14,417)
$ 33,639
$ (14,417)

Exhibit

Schedule C-2 Rebuttal
Page 3

Witness: Kiger



Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-2R

Line

Remove Stock Based Compensation

Arizona Portion of Test Year Stock Based Compensation
Service Company Portion of Test Year Stock Based Compensation
Total Test Year Stock Based Compensation
4 Factor Allocation to Anthem Water
Anthem Water Portion of Arizona Stock Based Comp.
Anthem Water Portion of Service Co. Stock Based Comp.
Total Anthem Water Portion of TY Stock Comp
Accept RUCO C-4 Pro Forma Adjustment to Labor
Test Year Adjusted Anthem Water Portion of Stock Based Comp.

Increase/(Decrease) in P08 Labor

Increase/(Decrease) in P13 Management Fees

9.3634%
9,735
6,514

$ 103,974
$ 69,573
S 173547
$ 16,250
$ (16,250

$ -
$ (9,735)
$ 16,5142

Exhibit

Schedule C-2 Rebuttal
Page 4

Witness: Kiger



Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-3R

Line

mmumm&wmdlg

Normalize Fuel & Power Expense
Test Year Adjusted Power Expense - Anthem Water District
2008 Pro Forma Fuel & Power Expense (Staff Operating Income Adj #1, Schedule GWB-12)

Total Adjusted Test Year Fuel & Power Expense

Increase/(Decrease) in Fuel & Power Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Common\Power\2008 Fuel & Power Pro Forma Update

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xIs\

1,259,637

1,343,521

1,343,521

83,883

83,883

Exhibit

Schedule C-2 Rebuttal
Page 5

Witness: Kiger



Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-5R

Line
No.

CDCO\I(DO':A@N—\I

Remove 30% of Annual Incentive Plan (AIP) Compensation from Management Fees

Adjusted Test Year Service Co. Achievement Incentive Pay

4 Factor Allocation to Anthem Water
Anthem Water Portion of Service Co. AIP

Total Anthem Water Portion of Service Co. AIP
Disallowance Percentage

Adjustment to Management Fees AIP

Test Year Adjusted Achievement incentive Pay

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\09 Anthem Water\Workpapers\Anthem Water Al 2008.xIs
\Common\Workpapers\2008 4 Factor.xls

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xIs\

$

9.3634%
50,261

$ 536,787
$ 50,261
30%
$ (15,078)
$ 35,183
$ (15,078)

Exhibit

Schedule C-2 Rebuttal
Page 6

Witness: Kiger




Arizona American Water Company - Anthem Water Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK-6R Page 7
Witness: Kiger
Line
Adjust Management Fees to Remove Other Expense Increases

Test Year Adjusted Management Fees $ 1,158,078

Test Year Adjusted Management Fees $ 1,158,078

Accept RUCO Adj C-9 fo Other Expense $ (170,388)
4 Factor Allocation to Anthem Water 9.3634%

om\lmmhww—‘lg

11 Pro Forma Adjustment to Management Fees $ (15,954)

13 Pro Forma Adjusted Test Year Management Fees $ 1142124

16 Increase/(Decrease) in Management Fees $ (15,954)

18 Adjustment to Revenue and/or Expense $  (15,954)

45  Workpapers & Supporting Documents:
46  \Common\Service Company\2008 Other Expense Adj-Mgmt Fees.xls
47  \Common\Workpapers\2008 4 Factor.xls

50 \Schedules\2008 Anthem Water Sch. A-F Rvsd.xls\



Arizona American Water Company - Anthem Water Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK-7R Page 8

Witness: Kiger

Line
No. Remove Business Development Expenses Portion of Management Fees

Test Year Business Development Expenses in Management Fees $ 100,799

4 Factor Allocation to Anthem Water 9.3634%
Anthem Water Portion BD Expenses $ 9,438

Total Anthem Water Portion of BD Expenses $ 9,438

'Om\!O)U\Jin-—i}

Adjustment to Management Fees for BD Expenses $ (9,438)

11 Adjustment to Revenue and/or Expense $ 59,4382

45  Workpapers & Supporting Documents:
46 \Common\Service Company\2008 One-Time Adj-Mgmt Fees.xls
47  \Common\Workpapers\2008 4 Factor.xls

50 \Schedules\2008 Anthem Water Sch, A-F Rvsd.xIs\




Arizona American Water Company - Anthem Water Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttat
Income Statement Adjustment MHK-8R Page 9

Witness: Kiger

Line
No. Remove Dues & Memberships Expenses Portion of Management Fees

Test Year Dues & Memberships Expenses in Management Fees $ 34,716

4 Factor Allocation to Anthem Water 9.3634%
Anthem Water Portion Dues & Memberships Expenses $ 3,251

Total Anthem Water Portion of Dues & Memberships Expenses $ 3,251

!Dm\lm(h-bml\?—*l

Adjustment to Management Fees for Dues & Memberships Expenses $ (3,251)

11 Adjustment to Revenue and/or Expense $ (3,251)

45  Workpapers & Supporting Documents:
46  \Common\Service Company\2008 One-Time Adj-Mgmt Fees.xls
47  \Common\Workpapers\2008 4 Factor.xls

50  \Schedules\2008 Anthem Water Sch. A-F Rvsd xIs\



Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-9R

Line

tooo\lmm&wm—xlg

Adjust Pension Expense to Reflect Pension Expense at District Level

Test Year Adjusted Pension Expense - Anthem Water
Deferred Service Company Amortization of Pension Expense

4 Factor Allocation to Anthem Water
Anthem Water Portion of Deferred Sve. Co. Amtz

Test Year Pension Expense - Anthem Water
Increase/(Decrease) in Pension Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Common\Labor\AZ 2008 Labor.xls
\09 Anthem Water\Workpapers\Anthem Water Al 2008.xIs

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xIs\

9.3634%
14,147

105,808

151,088

119,955

14,147

14,147

Exhibit

Schedule C-2 Rebuttal
Page 10

Witness: Kiger



Arizona American Water Company - Anthem Water Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK-10R Page 11
Witness: Kiger
Line
Adjust Rate Case Expense
Estimated Rate Case Expense $ 678,425

Estimated Amortization Period in Years 3

Annual Rate Case Expense $ 226,142

4 Factor - Anthem Water 19.919%
11 Allocated Rate Case Expense $ 45,046
13 Pro Forma Rate Case Expense $ 45,046
15  Test Year Adjusted Rate Case Expense $ 57,546
17 Increase/(Decrease) Rate Case Expense $ (12,500)

19 Adjustment to Revenue and/or Expense $ (12,500)

45  Workpapers & Supporting Documents:
46  \Common\Workpapers\2008 Reg Asset-Amort Wrkpaper.xls

49  \Schedules\2008 Anthem Water Sch. A-F Rvsd.xlIs\




Arizona American Water Company - Anthem Water Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment LUG-3R Page 12
Witness: Gutowski
Line

Normalize Bad Debt Expense
Net Charge Offs for Arizona American Water Company for Test Year 2008 ($202,215.49)

Anthem's 4 Factor percentage 9.36%

Anthem Water's portion of Net Charge Offs within Customer Accounting Expense ($18,927)

11 Test Year Adjusted Present Rate Revenue $7,492,743.94

13 Three 3 Year Average of Net Charge Offs 0.45%

15 Pro Forma Net Charge Offs ($33,904)

18 Increase / (Decrease) to Test Year Adjusted Customer Accounting Expense ($14,977)

45  Workpapers & Supporting Documents:

50  \Schedules\2008 Anthem Water Sch. A-F Rvsd.xlIs\




Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
income Statement Adjustment LJG-4R

Line

© ® ~ cau:.hmw—nig

[A)
Property Tax Expense
Adjust Property Taxes to Reflect Proposed Revenues:

Adjusted Revenues in Year Ended Dec. 2008 $ 7,492,744
Adjusted Revenues in Year Ended Dec. 2008 7,492,744
Proposed Revenues ' 7,492,744
Average of Three Year's of Revenue $ 7,492,744
Average of Three Year's of Revenue, times 2 $14,985,488
Add:

Construction Work in Progress at 10% ' 4,586
Deduct:

Net Book Vaiue of Transportation Equipment . % -
Full Cash Value $ 14,990,074
Assessment Ratio (For 2009 per HB 2784) 22%
Assessed Value $ 3,297,816
Property Tax Rate 8.894489%
Property Tax 293,324
Tax on Parcels -
Adjusted Test Year Property Taxes at Present Rates (Line 18+Line 18, Col [A]) $ 293,324
Property Taxes in the Test Year 292,953
Adjustment to Revenue and/or Expense (To Sch C-2, Col [AA]) $ 371

Adjusted Test Year Property Taxes at Proposed Rates (Line 18+Line 19, Col [B])
Adjusted Test Year Property Taxes at Present Rates (Line 21, Coi [A])
Additional Property Taxes on Proposed Revenues (To Sch C-2, Col [AH])

CALCULATION OF PROPERTY TAX FACTOR TO COMPUTE GROSS REVENUE CONVERSION FACTOR (SCH C-3):

Increase in Property Tax Due to Increase in Revenue Requirement (Line 27, Col [B])
Increase in Revenue Requirement (From Sch. A1)

Increase in Property Tax Per Dollar Increase in Revenue (Line 33/Line 35)

Workpapers & Supporting Documents:

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xis\

Exhibit

Schedule C-2 Rebuttal
Page 13

Witness: Gutowski

[B]
Property Tax Expense
For Conversion Factor

$ 7,492,744

7,492,744

13,455,431

3 9,480,306

$18,960,613

4,586

$ -

3 18,965,199
22%

3 4,172,344
8.894489%

371,109

$ 371,108

293,324

$ 77,785

$ 77.785

$ 7,268,177
1.07%



Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-5R

Line

om\nmm»mm_‘|§

Interest Synchronization with Rate Base

Original Cost Rate Base (Sch. B-1, Ln. 27)
Weighted Cost of Debt from Schedule D-1
Synchronized Interest Expense

Test Year Interest Expense
Adjusted Test Year Interest Expense

Increase/(Decrease) in Interest Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xls\

$

1,722,901

$

3

$

57,422,164
3.00%
1,722,665

1,722,901
236

2386

Exhibit

Schedule C-2 Rebuttal
Page 14

Witness: Gutowski




Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-6R

Line

© o~ ouo-.bmm—\]g

Calculation of Income Taxes at Proposed Rates

Operating Income Before Inc. Taxes
Interest Expense
Arizona Taxable Income

Less Arizona Income Tax
Arizona Income Tax Rate =

Federal Income Before Taxes
Less Arizona Income Taxes
Federal Taxable Income

Federal Income Taxes:

Total Income Tax
Tax Rate
Effective Income Tax Rates

State
Federal

Test Year Income Taxes, Per Books
Increase in Income Taxes

Adjustment to Revenues and/or Expense

Test Year Income Taxes, Adjusted
Increase in Income Taxes

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xls\

6.968%

34.000%

Test Year Adjusted
Adjusted with Rate
Results Increase

$ (221,402) §$ 5,636,521
1,722,665 1,722,665

3 (1,944,067) $ 3,913,856

$ (135463) § 272,717

$ (1,944,067) $ 3,913,856
(135,463) 272,717

$ (1.808,604) $ 3,641,138

$ (614,925) $ 1,237,987

$ (750,388) $ 1,510,704

38.60% 38.60%

6.968% 6.968%

31.63% 31.63%
$ (759,675)
3 9,287
$ 9,287

$ (750,388)

2,261,092

§ 2,261,092

Exhibit

Schedule C-2 Rebulttal
Page 15

Witness: Gutowski




Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008
Computation of Gross Revenue Conversion Factor

Exhibit

Schedule C-3 Rebuttal
Page 1 .

Witness: Kiger

Line
No.

WWWWWWWWRRMONNNNNNNRN S 2233 aaaa
SRR D AR RS R SN R R iR NTINNP R IO B e

H DWW
- O O ®

E-S
N

43
44
45
46
47
48
49
50

Description
Federal Income Taxes

State Income Taxes

Combined
Property Taxes Effective Rate = 1.07% One Minus Combined
Bad Debt Expense  Effective Rate = 0.45% One Minus Combined

Total Tax Percentage

Operating Income % = 100% - Tax Percentage

1 = Gross Revenue Conversion Factor

Operating Income %

Supporting Schedules:

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xls\

Percentage
of
Incremental
Gross
Revenues
31.63%

6.97%
38.60%
61.40% 0.66%

61.40% 0.28%

39.53%

60.47%

1.6538

Recap Schedules:
A-1 Rebuttal




Arizona American Water Company - Anthem Water
Test Year Ended December 31, 2008

Summary of Cost of Capital - Rebuttal

District Level - Anthem Water - Proposed

Line

N —m = 2 2 =3 A A a Z
ocooo\noumbwm-ao“’m\‘o""‘h“'\’—‘k

End of Test Year

Percent
Dollar of
Item of Capital Amount Total
Long-Term Debt $ 31,498,046 54.85%

Stockholder's Equity $ 25931979 45.15%

Totals $ 57,430,025 100.00%

COMPANY REBUTTAL - ACCEPT STAFF

Percent
Dollar of
Item of Capital Amount Total

Long-Term Debt 25,581,574 44.55%

Short Term Debt 9,526,337 16.59%

Stockholder's Equity 22,314,253 38.86%

A N LB h

Totals 57,422,164  100.00%

Supporting Schedules:

\Schedules\2008 Anthem Water Sch. A-F Rvsd.xls\

Cost
Rate
5.47%

12.25%

Cost
Rate
547%
3.41%

10.70%

Exhibit
Schedule D-1 Rebuttal

Page 1

Witness: Broderick

End of Projected Year

Percent
Weighted Dollar of Cost
Cost Amount Total Rate
3.00% $ 31,498,046 54.85% 5.47%
5.53% $ 25,931,979 4515% 12.25%
8.53% $ 57,430,025 100.00%
Percent
Weighted Dollar of Cost
Cost Amount Total Rate
2.4% $ 25,581,574 4455% 5.47%
0.6% $ 9,526,337 16.59% 3.41%
4.2% $ 22,314,253 38.86% 10.70%
7.2% $ 57,422,164 100.00%

Recap Schedules:

Weighted
Cost
3.00%

5.63%

8.53%

Weighted
Cost
2.4%
0.6%
4.2%

7.2%




Arizona American Water Company - Sun City Water

Test Year Ended December 31, 2008

Computation of Increase in Gross Revenue Requirement

Line

NDBDDEBDRADRDRADLADWWWWWRPWW WWNONNRNNNNNNRM 2 S 2 a2 z
COPVNDTROINIOCOOBILIDPARWN 2SOD \10)01-b-wN—\OLOOO\IO)U!A(»M—‘OCOOO\IO’U'A“’NAI.O

Original Cost Rate Base

Adjusted Operating Income
Current Rate of Return

Required Operating Income
Required Rate of Return
Operating Income Deficiency
Gross Revenue Conversion Factor

Increase in Gross Revenue
Requirement

Customer
Classification

Residential
Commercial

Sale for Resale
Misc Irrigation Sales
Private Fire

Total Water Revenues

Other Revenues

Total Water Revenues

Sch C-2 TY Adjusted Revenue
Over / (Under)

Supporting Schedules:
B-1 Rebulttal

C-1 Rebuttal

H-1

\Schedules\2008 Sun City Water Sch. A-F xIs\

Exhibit
Schedule A-1 Rebulttal
Page 1
Witness: Broderick

$ 27,970,432
$ 776,673
2.78%
$ 2,013,871
7.20%
$ 1,237,198
1.6384
$ 2,026,980
Present Proposed Dollar Percent
Rates Rates Increase Increase
7,456,182 0.00%
1,439,034 0.00%
83 0.00%
188,482 0.00%
46,450 0.00%
9,130,231 $11,157,211 $ 2,026,980 22.20%
157,898 157,898 - 0.00%
9,288,129 $11,315,109 $ 2,026,980 21.82%
9,283,101 11,310,082 2,026,980
5,028 5,028 -



Arizona American Water Company - Sun City Water

Test Year Ended December 31, 2008
Summary of Fair Value Rate Base

Line

Gross Utility Plant in Service

Less:

Accumulated Depreciation

Net Utility Plant in Service

Less:

Advances in Aid of
Construction

Contributions in Aid of

Imputed Regulatory Advances

Customer Meter Deposits

Investment Tax Credits

Plus:

Unamortized Finance
Charges

Deferred Tax Assets

Deferred Debits
Allowance for Working Capital

Total Rate Base

Supporting Schedules:

B3
E-1

b AN D DM DADNDDAOWOWOWLWOLWWWWWWN NNNNMNNNN—\—\—*—‘—\—\A—‘—‘—‘QQ\]o-,m_th_\Z

Exhibit

Schedule B-1 Rebuttal
Page 1

Witness: Gutowski

Original Cost
Rate base

$ 63,466,921

18,951,889

Construction - Net of amortization
Imputed Reguiatory Contributions

Deferred Income Taxes & Credits

Utility Plant Acquisition Adjustment

$ 44,515,031

$ 5,860,651
13,218,704

342,458
2,450
(1,855,666)

0
437,906
586,091

$ 27,970,432

B-2 Rebuttal B-5 Rebuttal

\Schedules\2008 Sun City Water Sch. A-F.xIs\

Recap Schedules:
A-1 Rebuttal
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Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Rate Base Adjustment SLM-1

Line

Co~NOObON=F

Reconcile Sun City Water Plant & Accum. Depr. Company
to Amounts Previously Approved Rebuttal
Annual  Monthly Ending
Object  Sub, Depr.  Depr. Balance
Accounl_Account Description Rate Rate 2008
101000 301000 Organization 0.00% 0.00% $ 471
101000 302000 Franchises 0.00% 0.00% -
101000 303200 Land & Land Rights SS 0.00% 0.00% 180,023
101000 303300 Land & Land Rights P 0.00% 0.00% 8,456
101000 303500 Land & Land Rights TD 0.00% 0.00% 10,493
101000 303600 Land & Land Rights AG 0.00% 0.00% 2,125
101000 304100 Struct & Imp SS 2.50% 0.21% 3,880,262
101000 304200 Struct & Imp P 1.67% 0.14% 456,858
101000 304300 Struct & Imp WT 1.67% 0.14% 126,816
101000 304400 Struct & Imp TD 200% 017% 34,162
101000 304500 Struct & Imp AG 463% 0.39% 272,321
101000 304600 Struct & Imp Offices 463% 0.39% 37,340
101000 304620 Struct & Imp Leasehold -
101000 304800 Struct & Imp Misc 1.67% 0.14% 1,386,988
101000 305000 Collect & Impounding 250% 0.21% 314
101000 307000 Wells & Springs 252% 021% 5,660,450
101000 309000 Supply Mains 200% 0.17% (70)
101000 310000 Power Generation Equip 442% 0.37% 148,309
101000 310100 Power Generation Equip Other 4.42%  0.37% -
101000 311200 Pump Equip Electric 4.42% 037% 10,186,725
101000 311300 Pump Equip Diesel 500% 042% 213,446
101000 311400 Pump Equip Hydraulic 442% 037% 16,219
101000 311500 Pump Equip Other 501% 0.42% 142,073
101000 320100 WT Equip Non-Media 4.00% 0.33% 407,001
101000 330000 Dist Reservoirs & Standpipe 1.67% 0.14% 1,477,247
101000 331001 TD Mains Not Classified by Si. 1.53%  0.13% 6,604,111
101000 331100 TD Mains 4in & Less 153% 0.13% 12,507,918
101000 331200 TD Mains 6in to 8in 1.53% 0.13% 2,266,442
101000 331300 TD Mains 10in to 16in 1.53% 0.13% 99,361
101000 331400 TD Mains 18in & Grtr 1.53% 0.13% 13,489
101000 333000 Services 248% 0.21% 5,876,584
101000 334100 Meters 251% 021% 3,378,717
101000 334200 Meter installations 251% 0.21% 592,322
101000 335000 Hydrants 200% 017% 2,270,400
101000 339100 Other P/E Intangible 0.00% 0.00% -
101000 339500 Other P/E TD 200% 0.17% 523
101000 340100 Office Furniture & Equip 4.59% 0.38% 801,216
101000 340200 Comp & Periph Equip 4.59% 0.38% 305,121
101000 340300 Computer Software 37.71% 3.14% 25,335
101000 340310 Computer Software 4.59% 0.38% 9,105
101000 340325 Computer Software Custom 459% 0.38% 7,377
101000 340330 Computer Software Other 459% 0.38% -
101000 340500 Other Office Equipment 7.13% 0.59% 3,854
101000 341100 Trans Equip Lt Duty Trks 25.00% 2.08% 1,095,694
101000 341200 Trans Equip Hvy Duty Trks 25.00% 2.08% 23,777
101000 341400 Trans Equip Other 25.00% 2.08% 8,233
101000 342000 Stores Equipment 3.91% 033% 20,038
101000 343000 Tools,Shop,Garage Equip 4.02% 0.34% 269,034
101000 344000 Laboratory Equipment 371% 0.31% 9,560
101000 345000 Power Operated Equipment 520% 0.43% 151,899
101000 346100 Comm Equip Non-Telephone 10.30%  0.86% 221,454
101000 346190 Remote Control & Instrum 10.30% 0.86% 17,756
101000 346200 Comm Equip - Telephone 10.30% 0.86% 7,308
101000 346300 Comm Equip Other 4.93% 041% 174,797
101000 347000 Misc Equipment 0.00%  0.00% -
Utility Plant $61,409,451
Less: Youngtown Plant 2.83% 0.24%
Total Plant

Totai Plant Per Books
Diff in Plant

Monthly Depreciation Expense
Retirements

Company
Rebuttal
Proposed
Depreciation
Rates
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.50%
1.67%
1.67%
2.00%
3.99%
4.63%
0.00%
1.67%
2.50%
2.52%
2.00%
4.42%
4.42%
4.42%
5.00%
4.42%
5.01%
7.06%
1.67%
1.53%
1.53%
1.53%
1.53%
2.00%
2.48%
6.67%
2.51%
2.00%
0.00%
20.00%
4.59%
10.00%
25.00%
25.00%
25.00%
25.00%
7.13%
20.00%
15.00%
16.67%
3.91%
4.02%
3.71%
5.20%
10.30%
10.30%
10.30%
4.93%
6.19%

Company
Rebuttal
Proposed
Deprec
Exp

$ 1,930,882

61,207,883
3.15%

Exhibit

Schedule B-2
Page 2

Witness: Murrey



Arizona American Water Company - Sun City Water Exhibit
Test Year Ended December 31, 2008 Schedule B-2 Rebuttal
Rate Base Adjustment LJG-1R Page 3

Witness: Gutowski

Deferred Income Taxes

Staff has pointed out that audited Finacials did not match the amount used in the case for
Deferred Income Taxes. They are correct and we revise our amount to agree with theirs.

Deferred income Taxes as filed ($1,904,817)

z =
cooo\:oow-hooma]o:
S

Audited Deferred Income Taxes ($1,855,666)

11 Staff Adjustment GWB-6, RB-2 $49,151

50 \Schedules\2008 Sun City Water Sch. A-F xIs\




Arizona American Water Company - Sun City Water Exhibit
Test Year Ended December 31, 2008 Schedule B-5 Rebuttal
Computation of Working Capital Page 1

Witness: Gutowski

Line

Working Cash Requirement $ 416,111
Material and Supplies Inventories 51,087
Prepayments 118,894

Total Working Capital Aliowance $ 586,091

Less Company amount in Original Filing $ 600,555
Decrease to Rate Base $ (14,464)

Supporting Schedules: Recap Schedules:
E-1 B-1 Rebuttal

'"Thirteen-month average

AAAAADRARDNWWWWWWWWWRRNRNRNNRNOPDRNODD = 2 32 s s z
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Arizona American Water Company Exhibit
Test Year Ended December 31, 2008 Schedule B-6 REBUTTAL
Lead/Lag Study - Working Cash Requirement Page 1

Witness: Gutowski
SUN CITY WATER

Cash
Test Year Revenue Expense Net Lead/ Working

Line Adjusted Lag Lag Lag Lag Capital
No. Results Days Days Days Factor Required

1 OPERATING EXPENSES

2 P08  Labor 1,194,292 45.72662 12.00 33.7266 0.0924 $ 110,355
3 P09  Purchased Water ) 0 45.72662 (59.03) 104.7565 0.2870

4 P10  Fuel & Power 1,951,144 4572662 22.09 23.6385 0.0648

5 P11 Chemicals D 4572662 15.09 30.6386 0.0839

6 P12  Waste disposal - - - -

7 P13 Management Fees 1,443,850 4572662 {11257y 56.9804 = 01561

8 P14  Group Insurance 354,396 45.72662 (13.70) 59.4304 0.1628

9 P15  Pensions 269,873 45.72662 (2.37) 48.0950 0.1318

10 P17  Insurance Other Than Group 93,255 45.72662 (83.68) 129.4110 0.3546

11 P18  Customer Accounting 246,188 . | 2031 254166 0.0696

12 P19  Rents 60,016 45.72662 32.82 12.9038 0.0354

13 P21 Miscellaneous 278,396 45.72662 25.96 19.7692 0.0542 .
14 P25  Maintenance Expense 652,601 45.72662 23.25 22.4774 0.0616

15 Other Operating Expenses1 147,941 - 4572662 30.00 15.7266 0.0431

16 TAXES

17 P29  Property Taxes 156,073 45.72662 190.63 (144.9038) (0.3970) (61,961)
18 P29  Taxes Other than Income 94,912 45.72662 13.35 32.3804 0.0887 8,420
19 P30  Income Tax2 738,075 45.72662 30.13 15.5966 0.0427 31,538
20

21 P56  Interest 839,113 45.72662 106.25 (60.5234) (0.1658) (139,140)
22

23

24 WORKING CASH REQUIREMENT $ 416,111
25

26

27 1) All Other Operating Expenses are assumed 1o be paid by the 15th of the month following the receipt of goods and services.

28 2) At proposed rates.




Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Adjusted Test Year Income Statement

Exhibit

Schedule C-1 Rebuttal
Page 1

Witness: Kiger

[A] (B] [C] (D] [E]
Test Year Total Test Year Proposed Adjusted

Line Original Pro Forma Adjusted Rate with Rate
No. Adjusted  Adjustments Results Increase Increase

1 Revenues

2 Water Revenues $ 9,125203 $ - $ 9125203 $ 2,026,980 $11,152,184

3 Other Revenues 157,898 - 157,898 157,898

4

5 $ - $ - $ 9,283,101 $ 2,026,980 $11,310,082

6 Operating Expenses

7 Labor $ 1225670 $ (31,378) $ 1,194,292 $ 1,194,292

8 Purchased Water 0) - 0) 0)

9 Fuel & Power 1,722,582 228,562 1,951,144 1,951,144
10 Chemicals 37,037 - 37,037 37,037
11 Waste Disposal - - - -
12 Management Fees 1,509,322 (65,472) 1,443,850 1,443,850

13 Group Insurance 354,396 - 354,396 354,396

14 Pensions 251,435 18,438 269,873 269,873

15 Regulatory Expense 75,286 (5,891) 69,395 69,395

16 Insurance Other Than Group 93,255 - 93,255 93,255

17 Customer Accounting 235,348 10,840 246,188 3,774 248,043

18 Rents 60,016 - 60,016 60,016

19 General Office Expense 78,546 - 78,546 78,546
20 Miscellaneous 300,084 (21,688) 278,396 278,396
21 Maintenance Expense 652,601 - 652,601 652,601
22 Depreciation & Amortization 1,565,706 - 1,565,706 1,565,706
23 General Taxes-Property 156,074 (0) 156,073 14,080 167,341
24 General Taxes-Other 94,912 - 94,912 94,912
25 Income Taxes 9,578 (48,830) (39,252) 970,771 738,075
26

27 Total Operating Expenses $ 8421849 $ 84580 §$ 8,506,428 $ 988,624 $ 9,296,877
28  Utility Operating Income $(8,421,849) $ (84,580) $ 776,673 $ 1,038,357 $ 2,013,205
29 Other Income & Deductions

30 Other Income & Deductions $ - $ - $ - $ -

31 Interest Expense 846,016 (6,903) 839,113 839,113

32 Other Expense 18,348 - 18,348 18,348

33 Gain/Loss Sale of Fixed Assets 4) - (4) (4)

34 Total Other Income & Deductions $ (864,368) $ 6,903 $ (857,465) $ - $ (857,465)

35 Net Profit (Loss) $ (9,286,217) $ (77,677) $  (80,792) $ 1,038,357 $ 1,155,740

36 :

37

38

39

40

41

42

43

44  Supporting Schedules: Recap Schedules:

45 E-2 C-2 Rebuttal A-1 Rebuttal

46

47

48

49

50 \Schedules\2008 Sun City Water Sch. A-F.xls\
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Arizona American Water Company - Sun City Water Exhibit
Test Year Ended December 31, 2008 Schedule C-1 Rebuttal
Adjusted Test Year Income Statement Page 1
Witness: Kiger
[A] {B] (C] (D] [E]
Test Year Total Test Year Proposed Adjusted
Line Original Pro Forma Adjusted Rate with Rate
No. Adjusted Adjustments Results Increase increase
1 Revenues
2 Water Revenues $ 9,125,203 $ - $9,125203 $ 2,026,980 $11,152,184
3 Other Revenues 157,898 - 157,898 157,898
4
5 $ - $ - $ 9,283,101 $ 2,026,980 $11,310,082
6 Operating Expenses
7 Labor $ 1,225670 $ (31,378) $ 1,194,292 $ 1,194,292
8 Purchased Water (0) - (0) ()]
9 Fuel & Power 1,722,582 228,562 1,951,144 1,951,144
10 Chemicals 37,037 - 37,037 37,037
11 Waste Disposal - - - -
12 Management Fees 1,509,322 (65,472) 1,443,850 1,443,850
13 Group Insurance 354,396 - 354,396 354,396
14 Pensions 251,435 18,438 269,873 269,873
15 Regulatory Expense 75,286 (5,891) 69,395 69,395
16 Insurance Other Than Group 93,255 - 93,255 93,255
17 Customer Accounting 235,348 10,840 246,188 3,774 248,043
18 Rents 60,016 - 60,016 60,016
19 General Office Expense 78,546 - 78,546 78,546
20 Miscellaneous 300,084 (21,688) 278,396 278,396
21 Maintenance Expense 652,601 - 652,601 652,601
22 Depreciation & Amortization 1,565,706 - 1,565,706 1,565,706
23 General Taxes-Property 156,074 ()} 156,073 14,080 167,341
24 General Taxes-Other 94,912 - 94,912 94,912
25 Income Taxes 9,578 (48,830) (39,252) 970,771 738,075
26
27 Total Operating Expenses $ 8421849 $ 84580 $ 8506428 $ 988,624 $ 9,296,877
28 Utility Operating Income $(8,421,849) $ (84,580) $ 776673 § 1,038,357 $ 2,013,205
29 Other Income & Deductions
30 Other Income & Deductions $ - $ - $ - $ -
31 Interest Expense 846,016 (6,903) 839,113 839,113
32 Other Expense 18,348 - 18,348 18,348
33 Gain/Loss Sale of Fixed Assets (4) - (4) (4)
34 Total Other Income & Deductions $ (864,368 $ 6,903 $ (857,465) $ - $ (857,465)
35 Net Profit (Loss) $(9,286,217) $ (77677) $ (B0,792) $ 1,038,357 $ 1,155,740
36
37
38
39
40
41
42
43
44  Supporting Schedules: Recap Schedules:
45 E-2 C-2 Rebuttal A-1 Rebuttal
46
47
48
49
50 \Schedules\2008 Sun City Water Sch. A-F.xIs\




Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-1R

Line

wmwmm&wm—-lg

Normalize Bad Debt Expense

Net Charge Offs for Arizona American Water Company for Test Year 2008
Sun City Waster's 4 Factor percentage

Sun City Water's portion of Net Charge Offs within Customer Accounting Expent

Test Year Adjusted Present Rate Revenue $9,283,101

Three 3 Year Average of Net Charge Offs 0.15%

(813,830)

Pro Forma Net Charge Offs

Increase / (Decrease) to Test Year Adjusted Customer Accounting Expense

Workpapers & Supporting Documents:

\Schedules\2008 Sun City Water Sch. A-F.xIs\

Exhibit

Schedule C-2 Rebuttal
Page 1

Witness: Gutowski

($202,215.49)
12.20%

(524,670)

$10,840



Arizona American Water Company - Sun City Water Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK-1R Page 2

Witness: Kiger

Line

Remove 30% of Annual incentive Plan (AIP) Compensation at the District Level

Sun City Water Test Year Achievement Incentive Pay $ 4,224
Arizona Corporate Achievement Incentive Pay $ 475,900

4 Factor Allocation to Sun City Water 12.2033% |
Sun City Water Portion of AZ Corporate AIP $ 58,075

taco\xmu-.t-ww—n]g

10 Total Sun City Water Test Year AIP $ 62,299
12 Accept RUCO Adj C-3 Disallowance Percentage 30%
14 Adjustment to Achievement Incentive Pay $ (18,690)
16 Test Year Adjusted Achievement incentive Pay $ 43,610

18 Adjustment to Revenue and/or Expense $ (18,690)

50 \Schedules\2008 Sun City Water Sch. A-F.xls\




Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK -2R

z =
cooo\lmuu-hww—\]o:
~ o

Remove Stock Based Compensation
Arizona Portion of Test Year Stock Based Compensation
Service Company Portion of Test Year Stock Based Compensation

Total Test Year Stock Based Compensation

4 Factor Allocation to Sun City Water 12.2033%
Sun City Water Portion of Arizona Stock Based Comp. $ 12,688
Sun City Water Portion of Service Co. Stock Based Comp, $ 8,490

Total Sun City Water Portion of TY Stock Comp
Accept RUCO C-4 Pro Forma Adjustment to Labor
Test Year Adjusted Sun City Water Portion of Stock Based Comp.
Increase/(Decrease) in P08 Labor

Increase/(Decrease) in P13 Management Fees

Workpapers & Supporting Documents:
\Schedules\2008 Sun City Water Sch. A-F .xls\

3 103,974
$ 68,573
3 173,547
3 21,178
3 (21,178)
$ -

3 {12,688)
$ (8,490)

Exhibit

Schedule C-2 Rebuttal
Page 3

Witness: Kiger



Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-3R

Line

wm\loum.hwm—\]g

Normalize Fuel & Power Expense

2008 Pro Forma Fuel & Power Expense (Staff Operating Income Adj #1, Schedule GWB-12)
Accept Staff Water Loss Adj to Power (Operating Income Adj #2, Schedule GWB-13)

Test Year Power Expense - Sun City Water

Increase/(Decrease) in Fuet & Power Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Common\Power\2008 Fuel & Power Pro Forma

Exhibit

Schedule C-2 Rebuttal
Page 4

Witness: Kiger

$ 1,970,655
$ (19,511)

$ 1,722,582

N TE TN

S 228562



Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-5R

Line

© o \tmmAwMAlg

Remove 30% of Annual Incentive Plan (AIP) Compensation from Management Fees

Adjusted Test Year Service Co. Achievement Incentive Pay

4 Factor Allocation to Sun City Water
Sun City Water Portion of Service Co. AIP

Total Sun City Water Portion of Service Co. AIP
Disallowance Percentage

Adjustment to Management Fees AIP

Test Year Adjusted Achievement Incentive Pay

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Sun City Water Sch. A-F.xls\

$

12.2033%
65,506

$ 536,787
$ 65,506
30%
$ (19,652)
$ 45,854
$ (19,652)

Exhibit

Schedule C-2 Rebuttal
Page 5

Witness: Kiger



Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-6R

Line
No.
1
2
3
4
5
6
7
8
9

Adjust Management Fees to Remove Other Expense Increases

Test Year Adjusted Management Fees

Test Year Adjusted Management Fees

Accept RUCO Adj C-9 to Other Expense
4 Factor Allocation to Sun City Water

Pro Forma Adjustment to Management Fees

Pro Forma Adjusted Test Year Management Fees

Increase/(Decrease) in Management Fees

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Common\Service Company\2008 Other Expense Adj-Mgmt Fees.xls
\CommonWorkpapers\2008 4 Factor.xls

\Schedules\2008 Sun City Water Sch. A-F.xls\

Exhibit
Schedule C-2
Page 6
Witness: Kiger

8 1500322

$ 1,509,322

(170,388)

12.2033%

(20,793)
$ 1,488,529

$  (20,793)

3 (20,793)




Arizona American Water Company - Sun City Water Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK- 7R Page 7

Witness: Kiger

Line
Remove Business Development Expenses Portion of Management Fees
Test Year Business Development Expenses in Management Fees $ 100,799

4 Factor Allocation to Sun City Water 12.2033%
Sun City Water Portion BD Expenses $ 12,301

Total Sun City Water Portion of BD Expenses $ 12,301

om\lmmhmm—x%

10 Adjustment to Management Fees for BD Expenses $ (12,301)

12 Adjustment to Revenue and/or Expense $ (12,301)

45 Workpapers & Supporting Documents:

47 \09 Sun City Water\Workpapers\Sun City Water Al 2008.xls

50 \Schedules\2008 Sun City Water Sch. A-F .xIs\



Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-8R

=z T
mooxlmm-hmm—n'og

Remove Dues & Memberships Expenses Portion of Management Fees
Test Year Dues & Memberships Expenses in Management Fees

4 Factor Allocation to Sun City Water
Sun City Water Portion Dues & Memberships Expenses

Total Sun City Water Portion of Dues & Memberships Expenses
Adjustment to Management Fees for Dues & Memberships Expenses

Adjustment to Revenue and/or Expense

\Schedules\2008 Sun City Water Sch. A-F .xls\

12.2033%
4,236

Exhibit

Schedule C-2 Rebuttal
Page 8

Witness: Kiger

$ 34,716
$ 4,236
$ (4,236)
$ (4,236)




Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-9R

Line
No.
1
2
3
4
5
6
7
8
9

Adjust Pension Expense to Reflect Pension Expense at District L evel

Test Year Adjusted Pension Expense - Sun City Water
Deferred Service Company Amortization of Pension Expense

4 Factor Allocation to Sun City Water
Sun City Water Portion of Deferred Sve. Co. Amtz

Test Year Pension Expense - Sun City Water
Increase/(Decrease) in Pension Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Common\LabonAZ 2008 Labor.xs
\09 Sun City Waten\Workpapers\Sun City Water Al 2008.xIs

\Schedules\2008 Sun City Water Sch. A-F.xls\

$

12.2033%
18,438

251,435

151,088

269,873
18,438

18,438

Exhibit

Schedule C-2 Rebuttal
Page 9

Witness: Kiger




Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-10R

Line

Adjust Rate Case Expense

Estimated Rate Case Expense
Estimated Amortization Period in Years
Annual Rate Case Expense

09 Group 4 Factor - Sun City Water
Allocated Rate Case Expense

Pro Forma Rate Case Expense

Test Year Adjusted Rate Case Expense
Increase/(Decrease) Rate Case Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Comimon\Workpapers\2008 Reg Asset-Amort Wrkpaper.xls

\Schedules\2008 Sun City Water Sch. A-F.xIs\

$ 678425
3

$ 226,142
25.289%

$ 57,189

$ 57,189

$ 63,080
3 (5891)
$ (5.891)

Exhibit

Schedule C-2 Rebuttal
Page 10

Witness: Kiger



Arizona American Water Company - Sun City Water Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment LJG-2R Page 11

Witness: Gutowski

Line
Adjust Miscellaneous Expense for Water Testing Expenses

Adjusted Test Year Water Testing Expense (workpaper) - Sun City Water $ 7,479
In agreement with D Hains recommendation

cooaxlc:mzxmm—\lg

13 2008 Test Year Water Testing Expense - Sun City Water Original pro forma $ 29,167
15 Increase/(Decrease) in Water Testing Expense 3 (21,688)

17 Adjustment to Revenue and/or Expense $ (21,688)

25 ! Water Testing Expense is part of Miscellaneous Operating Expenses

45 Workpapers & Supporting Documents:
46 \Common\Water Testing Expenses.xls

50 \Schedules\2008 Sun City Water Sch. A-F.xls\



Arizona American Water Company - Sun City Water Exhibit

Test Year Ended December 31, 2008 , Schedule C-2 Rebuttal
Income Statement Adjustment LJG-3R Page 12
Witness: Gutowski

Line [Al [B}

No. Property Tax Property Tax Expense
1 Adjust Property Taxes to Reflect Proposed Revenues: Expense For Conversion Factor
2
3 Adjusted Revenues in Year Ended Dec, 2008 $ 9,283,101 $ 9,283,101
4 Adjusted Revenues in Year Ended Dec. 2008 $ 9,283,101 $ 9,283,101
5 Proposed Revenues $ 9,283,101 $ 11,310,082
6 Average of Three Years of Revenue $ 9,283,101 $ 9,958,762
7 Average of Three Years of Revenue, times 2 $18,566,203 $19,917,523
8 Add:

9 Construction Work in Progress at 10% 151,828 151,828
10 Deduct:

11 Net Book Value of Transportation Equipment $ - $ -
12

13 Full Cash Value $ 18,718,031 $ 20,069,352
14 Assessment Ratio (For 2009 per HB 2784) 22% 22%
15 Assessed Value 4,117,967 4,415,257
16 Property Tax Rate 3.790067% 3.790067%
17

18 Property Tax 156,074 167,341
19 Tax on Parcels - -

20

21 Adjusted Test Year Property Taxes at Present Rates (Line 18+Line 19, Col [A]) $ 156,074

22 Property Taxes in the Test Year 166,074

23 Adjustment to Revenue and/or Expense (To Sch C-2, Col [AA]) $ (0)

24

25 Adjusted Test Year Property Taxes at Proposed Rates (Line 18+Line 19, Col [B]} $ 167,341

26 Adjusted Test Year Property Taxes at Present Rates (Line 21, Col [A]} 156,074

27 Additional Property Taxes on Proposed Revenues (To Sch C-2, Col [AH)) $ 11,268
28
29
30
31 CALCULATION OF PROPERTY TAX FACTOR TQ COMPUTE GROSS REVENUE CONVERSION FACTOR (SCH C-3):

32
33 Increase in Property Tax Due to Increase in Revenue Requirement {Line 27, Col [B]) $ 11,268
34
35 Increase in Revenue Requirement (From Sch. A1) $ 2,632,876
36
37 Increase in Property Tax Per Dollar Increase in Revenue (Line 33/Line 35) 0.44%
38
39
40
41
42

43 Workpapers & Supporting Documents:
44 \Common\Property Taxes\2008 pd in 08-09 AZ Tax Payment.xls

50 \Schedules\2008 Sun City Water Sch. A-F.xis\



Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-4R

Line

nooo\:ovm.hwm-lg

Interest Synchronization with Rate Base

Qriginal Cost Rate Base (Sch. B-1, Ln. 24)
Weighted Cost of Debt from Schedule D-1
Synchronized interest Expense

Test Year Interest Expense
Adjusted Test Year Interest Expense

Increase/(Decrease) in Interest Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Sun City Water Sch. A-F.xls\

846,016

$ 27,970,432
3.00%

$ 839,113
846,016

$ (6,903)
S (6503)

Exhibit

Schedule C-2 Rebuttal
Page 13

Witness: Gutowski




Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-5R

Line

(Dm\lm(n-hwm—h|§

Calculation of Income Taxes at Proposed Rates

Operating Income Before Inc. Taxes
Interest Expense
Arizona Taxable Income

Less Arizona Income Tax
Arizona Income Tax Rate =

Federal Income Before Taxes
Less Arizona Income Taxes
Federal Taxable income

Federal Income Taxes:

Total income Tax
Tax Rate
Effective Income Tax Rates

State
Federal

Test Year Income Taxes, Per Books
Increase in Income Taxes

Adjustment to Revenue and/or Expense

Test Year Income Taxes, Adjusted
Increase in Income Taxes

Adjustment to Revenue and/or Expense

\Schedules\2008 Sun City Water Sch. A-F.xis\

6.968%

34.000%

Exhibit
Schedule C-2 Rebuttal
Page 14
Witness: Gutowski
Test Year Adjusted
Adjusted with Rate
Results Increase

$ 737,421 $ 2,751,280
839,113 839,113
(101,692) § 1,912,167

=]

$ (7.088) $§ 133,240

$ (101692) $ 1,912,167
(7,086) 133,240
§ _ (04.606) § 1,778,927

$ {32,166) $ 604,835

$ (39.252) $ 738,075

38.60% 38.60%
6.968% 6.968%
31.63% 31.63%
3 o578
$ (48,830)
$ (48.830)
$  (39,252)
777,327
$ 777,327




Arizona American Water Company - Sun City Water Exhibit
Test Year Ended December 31, 2008 Schedule C-3 Rebuttal
Computation of Gross Revenue Conversion Factor Page 1

Witness: Kiger

Percentage
of
Incremental
Line Gross
Description Revenues
Federal Income Taxes 31.63%

State Income Taxes 6.97%
Combined 38.60%
Property Taxes Effective Rate = 0.4449% One Minus Combined 61.40% 0.27%

Bad Debt Expense  Effective Rate = 0.15% One Minus Combined 61.40% 0.09%

Total Tax Percentage 38.96%

Operating Income % = 100% - Tax Percentage 61.04%

1 = Gross Revenue Conversion Factor
Operating Income % 1.6384

NN NOMMNMMNMNMNDMN A Ao A s a3 aaaa s
\10301Awm—‘onooo\lovmamm—\o@m\‘o’mb@f\’-‘I_o

43 Supporting Schedules: Recap Schedules:
44 A-1 Rebuttal

50 \Schedules\2008 Sun City Water Sch. A-F.xls\




Arizona American Water Company - Sun City Water
Test Year Ended December 31, 2008

Summary of Cost of Capital

District Level - Sun City Water - Proposed

Line
Item of Capital
Long-Term Debt

v [

Stockholder's Equity

Totals

OO NOOU HhWLWwN -

End of Test Year

Percent

Dollar
Amount
$ 15,466,848

$ 12,733,678

of
Total
54.85%

45.15%

$ 28,200,527

100.00%

Cost
Rate
5.47%

12.25%

Weighted

Cost
3.00%

5.53%

Dollar
Amount
$ 15,466,848

$ 12,733,678

Exhibit

Schedule D-1 Rebuttal

Page 1

Witness: Broderick

End of Projected Year

Percent

of Cost
Total Rate
54,85% 5.47%

45.15% 12.25%

8.53%

$ 28,200,527

100.00%

Weighted
Cost

3.00%

5.53%

8.53%

10 COMPANY REBUTTAL - ACCEPT STAFF

13 ltem of Capital
14 Long-Term Debt

16  Short Term Debt
18  Stockholder's Equity

20  Totals

37  Supporting Schedules:

Percent
Dollar of
Amount Total
12,460,827 44.55%

Cost
Rate
5.47%

Weighted
Cost
2.4%

4,640,295 16.59% 3.41% 0.6%

10,869,310 38.86% 10.70% 4.2%

Al & & &

Doliar
Amount

Percent
of Cost
Total Rate

Weighted
Cost

12,460,827
4,640,295

10,869,310

44.55% 5.47% 2.4%

16.59% 3.41% 0.6%

38.86% 10.70% 4.2%

27,970,432 100.00% 7.2%

Al B & &

27,970,432

100.00% 7.2%

47  \Schedules\2008 Sun City Water Sch. A-F xls\

Recap Schedules:
A-1 Rebuttal



Arizona American Water Company - Anthem / Agua Fria Wastewater

Test Year Ended December 31, 2008

Computation of Increase in Gross Revenue Requirement

Line

Original Cost Rate Base

Adjusted Operating Income
Current Rate of Return

Required QOperating Income
Required Rate of Return
Operating Income Deficiency
Gross Revenue Conversion Factor

Increase in Gross Revenue
Requirement

Customer
Classification

Residential
Commercial

OPA

Other Water Utilities

Total of Water Revenues

Other Revenue

Total Revenue

Schedule C-2 Adj TY Revenue
Over / (Under)

Supporting Schedules:
B-1 Rebuttal

C-1 Rebuttal

H-1

GABAARADAADNAIRAWWRWWWPWPWWPWWWRNNRNNNNNDRNODD A2 233320 z
SOONOOBRRIRVNIOOEIORWN 3 OO ® ovmc-wm—\O«Dm\lmmhmm—ao@m\‘o’m*‘“"\’—“p

Exhibit

Schedule A-1 Rebuttal
Page 1

Witness: Broderick

$ 45,416,602
$ 88,073
0.19%
$ 3,269,995
7.20%
$ 3,181,922
1.6683
$ 5,308,386
Present Proposed Dollar Percent
Rates Rates Increase Increase
$ 7,416,699 0.00%
481,096 0.00%
- 0.00%
733,666 0.00%
$ 8,631,461 $13,939,847 $ 5,308,386 61.50%
2,556 2,656 - 0.00%
$ 8,634,017 $13,942,403 $ 5,308,386 61.48%
8,637,002 13,945,388 5,308,386
(2,986) (2,986) 0

\Schedules\2008 Anth AF WW Sch. A-F .xls\




Arizona American Water Company - Anthem / Agua Fria Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule B-1 Rebuttal
Summary of Fair Value Rate Base Page 1

Witness: Gutowski

Line Original Cost
No. Rate Base

1

2 Gross Utility Plant in Service $ 128,430,090
3 Less: Accumulated Depreciation 22,154,486
4

5 Net Utility Plant in Service $ 106,275,603
6

7 Less:

8 Advances in Aid of

9 Construction $ 48,273,364
10 Contributions in Aid of

11 Construction - Net of Amortization 13,894,641
12 Imputed Regulatory Advances -
13 Imputed Regulatory Contributions 143,475
14 Customer Meter Deposits -
15 Deferred Income Taxes & Credits (1,022,537)
16 Investment Tax Credits -
17 Plus:

18 Unamortized Finance

19 Charges -
20 Deferred Tax Assets -
21 Deferred Debits -
22 Allowance for Working Capital 429,943
23 Utility Plant Acquisition Adjustment -
24

25 Total Rate Base $ 45,416,602
26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42 Supporting Schedules: Recap Schedules:
43 B-2 Rebuttal B-5 Rebuttal A-1 Rebuttal

44 B-3

45 E-1

46

47

48

49




ASPC 4V TUOS MM AV LIUY B0OZ\S3INPayosy 0§

jAOssededpopeseq SIEH\UOWWOD\ZY 60 St
HidMsiedediopesE] SIEH\UOWWONZY 60 v
3 s1exs18deUOMWM Bl BNOY 6007V 60 €
3 sledh\ssadedOMWAM BU enbyY 60\ZY 60 Z¥
-3 iy

ennaad -9 oF

:s9|npayog buoddng  6€

|enngay -8 8¢
:sejnpalog deosy £
ot
st
e
€€
z€
e
[
2000175y $ (BrLEv2e$ - $ - ¢ (06v'c9)  $ (269'8€8'L) § w209 § (#80°LT) $ Zr0'L6 ¢ (cze'ee0’l) $ ceLsel’ly $ g0y 62
8z
- - - jJusunsnipy uogisinboy jueld Annn 22
£¥6'62Y Z¥0'L6 vo'L6 106'2€€ lepde) bupom 92
) ° - sjessy xe| pauajeq Gz
z8¢'GL sigqeq paudeQ vz
- - - sabrey)d (574
- - - aoueul 4 paziuoweuN 22
- - - isnid 12
- - - S}IpaI) Xe | JusunsoAul  0Z
(L£5'220°) ¥80'22 ¥80°LC (1z9'6¥0'L) SeXe] owodU| paudjed 61
- - - sysoda Je19| Jawoisn) gL
Sip'evl - Sip'Epl suognquiuo) Aiojenboy patndwy 1
- - - seoueApy Alojenbay payndw| g}
L¥9'vE8'EL 06¥'59 06¥'59 151'628'cl 1ON - UojOsUOD  Gi
- - - 4O PIV Ul SUOANQUIUOD  PL
$9C'€LT'SY - - yoc'cLZ'8Y uomONRsuCy €l
JO PIY Ui SBOUBADY  ZL
18897 (AN
o4
€09'6/2'901$ (9LZ'8¥2'T$ - $ - $ - $ (Lc9'8e8'l) $¢ v¥Z0ed  $ - $ - ¢ (czg'6e0’t) $ 618'€25'80L $ soMAS Ul 6
weid ApnieN 8
L
98y ¥Gl'zZ  (088¢89)  (9£9°CS) [ZZA) 99€'/€8'2Z uopeeideq pajeinwNddY g
S
ss97 i 4
- - - €
060'0cr'8ZL$ (960°LE6'T (9€9'28) $ - $ (2e9'8¢8°L) $ - $ - $ (czg'6e0'l) $ 98L'L9E'LELS someg Ujueld 2
Aupnysso L
Jeap1saL [SUENGE O AR UETEY Y] Jajsuei] dmd Opelsi daq Xe ] ollicouj ended rav IEEYREEIN ON
jo pu3 BULIo] Oid weid JojeisusD ul OvIO wnaoy pauaje Buppiops JLHAMN Jo pu3 aury
paisnipy [EAngay z4 L#8Y 3] L ay o#ay r#aY asiney L#8y parsnipy
|enngay lesoL 44v1S1decoy 44 decoy 441G 1deddy 44V1§ 1deooy
: Wig gl i Hior
[o] INI [E)] [al [o] [g} Ivi
lepngay Auedwo)d }

PISMOING) (SSOUIIA

| abegq

fepngey Z-g anpayas
Haiux3

syuaw)snipy euuo oid aseg sjey 1507 jleutbuQ
800Z ‘L€ Joquisda( papul JesA1sal
1By ; wayuy - Auedwod Jajep UBSLDWY BUOZLY




Exhibit

Schedul B-2 Rebuttal

Arizona American Water Company - Anthem / Agua Fria W. Workpaper SLM-1
Test Year Ended December 31, 2008 _ Page 2
Rate Base Adjustment SLM-1 & LIG -6 Witness: Gutowski

Reconcile Anthem/Agua Fria Wastewater Plant & Accun Company Company
to Amounts Previously Approved Staff Rebuttal Rebuttal
Ending Bal Proposed Proposed
Line  Object Sub. December Deprec Deprec
Account Account Description 2008 Rates Exp
101000 304100 Struct & Imp SS 11,726 2% $ 281
101000 304200 Struct&Imp P - -
101000 304510 Struct & imp AG Cap Lease - -
101000 304600 Struct & Imp Offices 0) -
101000 304620 Struct & Imp Leasehold - -
101000 304800 Struct & Imp Misc - -
101000 307000 Wells & Springs - -
101000 340100 Office Furniture & Equip - -
101000 340200 Computer & Periph Equip 25,424 10.00% 2,542
10 101000 340300 Computer Software - -
11 101000 340330 Comp Software Other - -
12 101000 340500 Other Office Equipment - -

Co~NDosGN =g

13 101000 341100 Trans Equip Lt Duty Trucks - 20.00% -
14 101000 341200 Trans Equip Hvy Duty Trucks 60,471 15.00% 9,071
15 101000 341400 Trans Equip Other 8,352 16.67% 1,392
16 101000 343000 Tools, Shop, Garage Equip 29,267 4.47% 1,308
17 101000 344000 Laboratory Equipment - -
18 101000 346100 Comm Equip Non-Telephone - -
19 101000 346200 Comm Equip Telephone - -
20 101000 346300 Comm Equip Other - -
21 101000 347000 Misc Equipment - -
22 101000 352000 WW Franchises 495,058 0.00% -
23 101000 353200 WW Land & Ld Rights Coll 353,370 0.00% -
24 101000 353500 WW Land & Ld Rights Gen 143,036 0.00% -
25 101000 354200 WW Struct & Imp Colt 2,047,884 1.67% 34,200
26 101000 354300 WW Struct & Imp SPP - -
27 101000 354400 WW Struct & Imp TOP 5,572,098 1.67% 93,054
28 101000 354500 WW Struct & imp Gen 10,622,274 1.67% 177,392
29 101000 355500 WW Pwr Gen Equip RWTP 623,851 4.42% 27,574
30 101000 360000 WW Collection Sewers Forced 2,729,254 2.07% 56,496
31 101000 361100 WW Collecting Mains 46,641,273 2.04% 951,482
32 101000 362000 WW Special Coll Structures 181,571 2.04% 3,704
33 101000 363000 WW Services Sewer 6,195,971 2.04% 126,398
34 101000 364000 WW Fiow Measuring Devices 490,498 10.00% 49,050
35 101000 370000 WW Receiving Wells 3,062,054 3.30% 101,048
36 101000 371100 WW Pump Equip Elect 2,165,606 5.42% 117,376
37 101000 371200 WW Pump Equip Other Power 6.216 5.42% 337
38 101000 380000 WW TD Equipment 1,706,736 5.00% 85,337
39 101000 380050 WW TD Equip Grit Removal 10,086,969 5.00% 504,348
40 101000 380100 WW Equip Sed Tanks/Acc 3,865,949 5.00% 193,287
41 101000 380200 WW TD Equip Sidge/Effl Rmv 3.041 5.00% 152
42 101000 380250 WW TD Equip Sludge Dig Tank 2,572,930 5.00% 128,647
43 101000 380300 WWTD Equip Sludge Dry/Filter 11,848,060 5.00% 592,403
44 101000 380400 WWTD Equip Aux Efil Trmt 772,399 5.00% 38,620
45 101000 380500 WW TD Equip Chem Trmt Pit 1,113,216 5.00% 55,661
46 101000 380600 WW TD Equip Other Disp 845,799 5.00% 42,290
47 101000 380625 WW TD Equip Gen Trmt 143,294 . 9 2,037
48 101000 380650 WW TD Equip Influent Lift S 18,743 B,40% 1,874
49 101000 381000 WW Plant Sewers 657,626 5.00% 32,881
50 101000 382000 WW Qutfall Sewer Lines 724,631 5.00% 36,232
51 101000 389100 WW Other Plant & Misc Equip Int 1,024,024 4.98% 50,996
52 101000 380000 WW Office Furniture & Equip 31,682 4.59% 1,454
53 101000 391000 WW Trans Equipment - 20.00% -
54 101000 392000 WW Stores Equipment - 3.96% -
55 101000 393000 WW Tool Shop & Garage Equip 16,453 4.47% 735
66 101000 394000 WW Laboratory Equipment 48,048 3.71% 1,783
57 101000 395000 WW Power Operated Equip 1,028,920 5.02% 51,652
58 101000 396000 WW Communication Equip 2,134,843 10.30% 219,889
59 101000 397000 WW Misc Equipment - 5.10% -
60 101000 398000 WW Other Tangible Plant 169,085 10.30% 17,416
61 101000 Not Classified -

62

63 Utility Plant $ 120,277,703 $ 3,820,109
64

65 Total Plant

66

67 Monthly Depreciation Expense

68 Retirements .

69 Accum. Depr. - Apprvd'/Calculated Depreciable Plant 119,219,076

70 Accum Depr Transfers Composite Rate 3.20%



Arizona American Water Company - Anthem / Agua Fria Wastewater Exhibit

Test Year Ended December 31, 2008 Schedule B-2 Rebuttal
Rate Base Adjustment LUG-3R Page 3

Witness: Gutowski

Line

Deferred Income Taxes

Staff has pointed out that audited Financials did not match the amount used in the case for
Deferred Income Taxes. They are correct and we revise our amount to agree with theirs.

Deferred Income Taxes $ (1,049,621)
Audited Deferred Income Taxes (1,022,537)

Staff Adjustment GTM-8, RB-4 3 27,084

Workpapers & Supporting Documents:

\Schedules\2008 Anth AF WW Sch. A-F.xIs\




Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Rate Base Adjustment LJG - 6R

Line

- a2 s =z
th_‘oom\AmmamM—A!p

Post Test Year Additions to Plant:

Staff's Changes to Depreciation Rates for acct 370000 WW Receiving Wells.
Staff uses 3.33% rather than 5%, and Company accepts.

Annual Post TY Annual
Project Deprec Depreciation
Costs _ Rate [a] Expense

370000 WW Receiving Wells $2,286,234 || 338y $76,132
Company's Original Request $ 2,286,234 5.00% $114,312
Decrease in Post Test Year Depreciation ($38,180)

Workpapers & Supporting Documents:

\Schedules\2008 Anth AF WW Sch. A-F xls\

Exhibit

Schedule B-2 Rebuttal
Page 4

Witness: Gutowski



Arizona American Water Company - Anthem / Agua Fria Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule B-5 Rebuttal
Computation of Working Capital Page 1

Witness: Gutowski

| Company Rebuttal

Material and Supplies Inventories -
Prepayments 44,740

Total Working Capital Allowance $ 429,943

cooo\:ovm-hwm—xlg

Total Adjusted Test Year Working Capital Allowance $ 332,901
11 Increase (Decrease in Working Capital Allowance $ 97,042

|
Line
Working Cash Requirement $ 385203
y
13 Increase (Decrease in Working Capital Allowance $ 97,042

43 Supporting Schedules: Recap Schedules:
44 E-1 B-1 Rebuttal

45 Workpapers & Supporting Documents:

46 ' Thirteen-month average

50 \Schedules\2008 Anth AF WW Sch. A-F.xis\



Arizona American Water Company
Test Year Ended December 31, 2008
Lead/Lag Study - Working Cash Requirement

ANTHEM / AGUA FRIA WASTEWATER

Line
No.
1 OPERATING EXPENSES
2 P08  Labor
3 P09  Purchased Water
4 P10  Fuel & Power
5 P11 Chemicals
6 P12  Waste disposal
7 P13 Management Fees
8 P14  Group Insurance
9 P15  Pensions
10 P17  Insurance Other Than Group
11 P18  Customer Accounting
12 P19 Rents
13 P21 Miscellaneous
14 P25 Maintenance Expense
15 Other Operating Expenses'
16 TAXES
17 P29  Property Taxes
18 P29  Taxes Other than Income
19 P30  Income Tax’
20 P56  Interest Sync
21
22 WORKING CASH REQUIREMENT
23
24
25 1)
26 2) At proposed rates.

Test Year
Adjusted
Results

$ 1,309,795
3,368
220,308
0
199,095
1,465,069
396,599
240,306
94,566
223,494
84,483
555,967
246,204
154,136

181,910
87,538
1,195,700
1,362,498

Exhibit B-6 REBUTTAL
Schedule
Page 1
Witness: Gutowski

Cash
Revenue Expense Net Lead/ Working
Lag Lag Lag Lag Capital
Days Days Days Factor Required
46.04007 12.000 34.0401 0.0933 $ 122,152
46.04007 52.523 (6.4825) (0.0178) (60)
46.04007  23.460 22.5801 0.0619 13,629
46.04007 14.634 314063 0080, . | -
46.04007
46.04007 | { 229971
46.04007 . 64,916
46.04007 0.1326 31,871
46.04007 - 0.3554 33,610
46.04007 2 00705 18785
46.04007 0.3567 30,136
46.04007 . 0.0800 44,481
46.04007 18.239 27.8013  0.0762 18,753
46.04007 30.000 16.0401 0.0439 6,774
46.04007 191.371 (145.3312) (0.3982) (72,431)
46.04007 13.346 32,6938  0.0896 7.841
46.04007 30.130 15.9101  0.0436 52,120
46.04007 106.250  (60.2099) (0.1650)  (224,756)
_$ 385203

All other Operating Expenses are assumed to be paid by the 15th of the month following the receipt of goods and services.




Arizona American Water Company - Anthem / Agua Fria Wastewater

Test Year Ended December 31, 2008
Adjusted Test Year Income Statement

Line
No.
1 Revenues
2 Sewer Revenues
3 Other Revenues
4
5
6 Operating Expenses
7 Labor
8 Purchased Water
9 Fuel & Power
10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-Property Taxes
24 General Taxes-Other
25 Income Taxes
26
27

28 Total Operating Expenses
29  Utility Operating Income
30 Other Income & Deductions

31 Other Income & Deductions

32 Interest Expense

33 Other Expense

34 Gain/Loss Sale of Fixed Assets

35 Total Other Income & Deductions
36  Net Profit (Loss)

44  Supporting Schedules:
45 E-2 C-2 Rebuttal

50 \Schedules\2008 Anth AF WW Sch. A-F .xls\

Exhibit

Schedule C-1 Rebuttal

Page 1
Witness: Kiger
(B] {C] (D] [E]

Test Year Total Test Year Proposed Adjusted

Book Pro Forma Adjusted Rate with Rate

Results Adjustments Results Increase Increase
$ 8,634,567 $ (121) $ 8,634,446 $ 5,308,386 §$13,942,832
2,556 - 2,556 2,556
$ 8,637,123 § (121) $ 8,637,002 §$ 5,308,386 §$13,945,388
$ 1,335278 $ (25483) $ 1,309,795 $ - $ 1,309,795
3,368 - 3,368 - 3,368
278,664 (58,356) 220,308 - 220,308
303,374 - 303,374 - 303,374
199,095 - 199,095 - 199,095
1,528,005 (62,936) 1,465,069 - 1,465,069
396,599 - 396,599 - 396,599
221,640 18,666 240,306 - 240,306
80,939 (12,500) 68,439 - 68,439
94,566 - 94,566 - 94,566
242,170 (18,676) 223,494 35,684 259,178
84,483 - 84,483 - 84,483
85,697 - 85,697 - 85,697
534,489 21,478 555,967 - 555,967
246,204 - 246,204 - 246,204
3,830,808 (246,943) 3,583,865 - 3,583,865
296,804 (114,894) 181,910 99,371 281,281
87,538 - 87,538 - 87,538
(1,020,813) 219,665 (801,148) 1,996,848 1,195,700
5 8,828,909 $ (279,979) $ 8,548,929 $ 2,131,903 $10,680,832
5 (191,785) $ 279,858 $ 88,073 § 3,176,483 §$ 3,264,556
1,432,072 (69,574) 1,362,498 1,362,498
18,575 - 18,575 18,575
(4) - @) (4)

$(1,450,651) $§ 69,574 $(1,381.077) $ - $ (1,381,077)

$(1,642,436) $ 349432 $(1,293,004) $ 3,176483 $ 1,883,479

Recap Schedules:

A-1 Rebuttal
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Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LUG-1R

Line
No.
1
2
3
4
5
6
7
8
9

Remove Bitlings for Other Districts:

Exhibit

Schedule C-2 Rebuttal
Page 1

Witness: Gutowski

There were a few customers on rates in Sun City Wastewater and Sun City West Wastewater whose revenue was

booked in error to Agua Fria Wastewater. The district designation was corrected during the test year.

This adjustment removes the revenue recorded in error to Agua Fria Wastewater.

ATMS1 Sun City Sewer Residential

A1S1A Sun City Sewer Residential S Unit 5/8"8 3/4"
B1MS1 Sun City West Sewer Residential

B1S1B Sun City West Sewer Residential S-Unit 1"
B2MS1 Sun City West Sewer Commercial  GORRE(

Revenue to be Removed

Revenue to be Removed in Original Filing

Difference

Workpapers & Supporting Documents:
\09 Anth AF WWASchedules\2008 Agua Fria VW Sch H.xls

32.94
13.69

185.04

62.53

& so088
415,00

294.20

$ (120.80)



Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-2R

Line
No.
1 Adjust Depreciation Expense to Reflect Test Year Adjusted Plant:
2
3 Annualized Depreciation Expense on Test Year UPIS $ 4,198,022
4 Depreciation Expense on Post-Test Year Plant Additions
5 Amortization of Deferred Regulatory Assets
6 Corp Amortization of Y2K Costs $ 30,540
7 Corp Amortization of Depreciation Study Costs $ 2,352
8 Subtotal $ 32,892
9 Citizens' Districts-Only Allocation Factor 8.318%
10 District Share of Y2K Amortization $
11
12 Corp AFUDC Equity Tax Gross-Up $ 63,837
13 4-Factor Allocation 12.354%
14 District Share of Corp AFUDC Equity Tax Gross-Up $
15
16 Less: Amortization of Contributions
17 Pro Forma Contributions at TYE 12/31/08 $ 13,829,151
18 Composite Depreciation Rate - District 3.20% $
19 Amortization of Imputed Regulatory CIAC
20
21 Total Depreciation Expense $ 3,583,865
22
23 Test Year Depreciation Expense $ 3,830,808
24
25 Increase/(Decrease) in Depreciation Expense $ (246,943)
26
27 Adjustment to Revenue and/or Expense $  (246,943)
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

45 Workpapers & Supporting Documents:

46 \Schedules\2008 Anth AF WW Sch. A-F.xis\

47 \09 Anth AF WW\Workpapers\A AF WW Al 2008 xlIs

48 \Common\Workpapersiimputed AIAC and CIAC xls

49 \Common\Workpapers\2008 Reg Asset-Amort Wrkpaper xls

Exhibit

Schedule C-2
Page 2

Witness: Gutowski



Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-1R

Line

mmwmmhmw—nlg

Remove 30% of Annual incentive Plan (AIP) Compensation at the District Level
Anthem / Agua Fria Wasiewater Test Year Achievement Incentive Pay
Arizona Corporate Achievement incentive Pay

4 Factor Allocation to Anthem / Agua Fria Wastewater
Anthem Water Portion of AZ Corporate AIP

Total Anthem / Agua Fria WastewaterTest Year AIP
Accept RUCO Adj C-3 Disallowance Percentage
Adjustment to Achievement Incentive Pay

Test Year Adjusted Achievement Incentive Pay

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Anth AF WW Sch. A-F.xls\

$

12.3543%
58,795

Exhibit
Schedule C-2 Rebuttal

Page 3
Witness: Kiger

$ -

$ 475900

$ 58795
30%

$  (17,639)

$ 41157

$  (17.639)



Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-2R

Line

Remove Stock Based Compensation

Arizona Portion of Test Year Stock Based Compensation

Service Company Portion of Test Year Stock Based Compensation

Total Test Year Stock Based Compensation

4 Factor Allocation to Anthem / Agua Fria Wastewater 7.5448%

Anthem / Agua Fria Wastewater Portion of Arizona Stock Based Comp. $ 7,845

Anthem / Agua Fria Wastewater Portion of Service Co. Stock Based Comp. $ 5,249
Total Anthem / Agua Fria Wastewater Portion of TY Stock Comp

Accept RUCO C-4 Pro Forma Adjustment to Labor

Test Year Adjusted Anthem / Agua Fria Wastewater Portion of Stock Based Comp.

Increase/(Decrease) in PO8 Labor

Increase/(Decrease) in P13 Management Fees

Workpapers & Supporting Documents:

\Schedules\2008 Anth AF WW Sch. A-F.xIs\

Exhibit

Schedule C-2 Rebuttal
Page 4

Witness: Kiger

$ 103,974
$ 69,573
$ 173,547
$ 13,094
$ (13.094)
[ -

3$ (7,845)
$ (5,249)



Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-3R

Line

Normalize Fuel & Power

Test Year Adjusted Fuel & Power Expense - Anthem / Agua Fria Wastewater

Accept Staff Fuel & Power Adjustment (From Staff Operating Income Adj #2, Schedule GTM-13)
Accept Staff NWVTF TY Power Allocation (From Staff Operating Income Adj#1, Sch GTM-12)
2008 Pro Forma Fuel & Power Expense

Increase/(Decrease) in Fuel & Power Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Common\Power\2008 Fuel & Power Pro Forma

\Schedules\2008 Anth AF WW Sch. A-F .xls\

Exhibit

Schedule C-2 Rebuttal
Page 5

Witness: Kiger

278,664
580
(58,936)

220,308

A ¥ ©» L B

(58,356)

$ (58,356)




Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-6R

Line

Remove 30% of Annual Incentive Plan (AIP) Compensation from Management Fees

Adjusted Test Year Service Co. Achievement incentive Pay

4 Factor Allocation to Anthem / Agua Fria Wastewater
Anthem / Agua Fria Wastewater Portion of Service Co. AIP $

Total Anthem / Agua Fria Wastewater Portion of Service Co. AIP
Disallowance Percentage

Adjustment to Management Fees AIP

Test Year Adjusted Achievement Incentive Pay

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Anth AF WW Sch. A-F .xis\

12.3543%
66,317

$ 536,787
$ 66,317
30%

$ (19,895)
$ 46,422
S (eses)

Exhibit

Schedule C-2 Rebuttal
Page 6

Witness: Kiger




Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
income Statement Adjustment MHK-6R

Line

Adjust Management Fees to Remove Other Expense Increases

Test Year Adjusted Management Fees

Test Year Adjusted Management Fees

Accept RUCO Adj C-9 to Other Expense
4 Factor Allocation to Anthem / Agua Fria Wastewater

Pro Forma Adjustment to Management Fees

Pro Forma Adjusted Test Year Management Fees

Increase/(Decrease) in Management Fees

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Common\Service Company\2008 Other Expense Adj-Mgmt Fees xls
\Common\Workpapers\2008 4 Factor.xls

\Schedules\2008 Anth AF WW Sch. A-F .xis\

$

(170,388)

12.3543%

Exhibit

Schedule C-2 Rebuttal
Page 7

Witness: Kiger

$ 1,528,005
$ 1,528,005
(21,050)
$ 1,506,955
$ (21,050)
$ (21,050)




Arizona American Water Company - Anthem / Agua Fria Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK-7R Page 8
Witness: Kiger
Line
Remove Business Development Expenses Portion of Management Fees

Test Year Business Development Expenses in Management Fees $ 100,799

4 Factor Allocation to Anthem / Agua Fria Wastewater 12.3543%
Anthem / Agua Fria Wastewater Portion of BD Expenses $ 12,453

Total Anthem / Agua Fria Wastewater Portion of BD Expenses $ 12,453

Adjustment to Management Fees for BD Expenses $ (12,453)

11 Adjustment to Revenue and/or Expense $ (12,453)

45 Workpapers & Supporting Documents:

50 \Schedules\2008 Anth AF WW Sch. A-F .xls\




Arizona American Water Company - Anthem / Agua Fria Wastewater Exhibit
Test Year Ended December 31, 2008 Scheduie C-2 Rebuttal
Income Statement Adjustment MHK-8R Page 9

Witness: Kiger

Line
Remove Dues & Memberships Expenses Portion of Management Fees

Test Year Dues & Memberships Expenses in Management Fees $ 34,716

4 Factor Allocation to Anthem / Agua Fria Wastewater 12.3543%
Anthem / Agua Fria Wastewater Portion Dues & Memberships Expenses $ 4,289

Total Anthem / Agua Fria Wastewater Portion of Dues & Memberships Expenses $ 4,289

toa:\:a:t.nawm—xlg

Adjustment to Management Fees for Dues & Memberships Expenses $ (4,289)

11 Adjustment to Revenue and/or Expense $ (4,289)

-
()

45 Workpapers & Supporting Documents:

50 \Schedules\2008 Anth AF WW Sch. A-F.xiIs\




Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
income Statement Adjustment MHK-SR

Line

mm\tmmbwm—\lg

Adjust Pension Expense to Reflect Pension Expense at District Level

Test Year Adjusted Pension Expense - Anthem / Agua Fria Wastewater
Deferred Service Company Amortization of Pension Expense

4 Factor Allocation to Anthem / Agua Fria Wastewater
Anthem / Agua Fria Wastewater Portion of Deferred Svc. Co. Amtz

Test Year Pension Expense - Anthem / Agua Fria Wastewater
Increase/(Decrease) in Pension Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Common\l.abor\AZ 2008 Labor.xls

\Schedules\2008 Anth AF WW Sch. A-F .xls\

Exhibit

Schedule C-2 Rebuttal
Page 10

Witness: Kiger

$ 221,640

$ 151,088
12.3543%
18,666

$ 240,306

$ 18,666

$ 18,666




Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-10R

Line
No.

-

Adjust Rate Case Expense

Estimated Rate Case Expense (workpaper)
Estimated Amortization Period in Years

Annual Rate Case Expense

09 Group 4 Factor - Anthem / Agua Fria Wastewater
Allocated Rate Case Expense

Pro Forma Rate Case Expense

Test Year Adjusted Rate Case Expense
Increase/(Decrease) Rate Case Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Common\Workpapers\2008 Reg Asset-Amort Wrkpaper.xis

\Schedules\2008 Anth AF WAW Sch. A-F .xis\

Exhibit

Schedule C-2 Rebuttal
Page 11

Witness: Kiger

$ 678,425
3

$ 226,142
26.34%

$ 59,569
3 59,569
$ 72,069
$ (12,500)
$ (12,500)




Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
income Statement Adjustment LJG-3R

Line

wm\nmmssmm—‘lg

Adjust Miscellaneous Expense for Water Testing Ex;genses1

Adjusted Test Year Water Testing Expense - Anthem/Agua Fria Wastewater

2008 Test Year Water Testing Expense per GTM-15 Adjustment #4
Add 28% of NWVTP 3 13,196
28%

Totat Pro Forma Water Testing Expense for Anthem / Agua Fria Wastewater
Increase/(Decrease) in Water Testing Expense

Adjustment to Revenue and/or Expense

' Water Testing Expense is part of Miscellaneous Operating Expenses.

Workpapers & Supporting Documents:

\Schedules\2008 Anth AF WW Sch, A-F xIs\

$ 62,813
$ 80,596

3,685
$ 84,291
$ 21,478
$ 21,478

Exhibit

Schedule C-2 Rebuttal
Page 12

Witness: Gutowski




Arizona American Water Company - Anthem / Agua Fria Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment LIG-4R Page 13
Witness: Gutowski
Line

Normalize Bad Debt Expense

Net Charge Offs for Arizona American Water Company for Test Year 2008 ($202,215.49)
Anthem / Agua Fria Wastewater's 4 Factor perceniage 12.35%

Sun City Water's portion of Net Charge Offs within Customer Accounting Expense ($24,974)

© ®~ mwbwm—‘lg

1 Test Year Adjusted Present Rate Revenue $8,637,002
13 Three 3 Year Average of Net Charge Offs 0.51%

15 Pro Forma Net Charge Offs ($43,650)

18 Increase / (Decrease) to Test Year Adjusted Customer Accounting Expense (318,676)

45 Workpapers & Supporting Documents:

50 \Schedules\2008 Anth AF WW Sch. A-F xis\




Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-5R

Line

© ™~ mmAwmAlg

Adjust Property Taxes to Reflect Proposed Revenues:

Adjusted Revenues in Year Ended Dec. 2008
Adjusted Revenues in Year Ended Dec. 2008
Proposed Revenues

Average of Three Years of Revenue

Average of Three Years of Revenue, times 2
Add:

Construction Work in Progress at 10%
Deduct:

Net Book Value of Transportation Equipment

Full Cash Value

Assessment Ratio (For 2009 per HB 2784)
Assessed Value

Property Tax Rate

Property Tax
Tax on Parcels

Adjusted Test Year Property Taxes at Present Rates (Line 18 + Line 19, Col [A])
Property Taxes in the Test Year
Adjustment to Revenues and/or Expenses (To Sch C-2, Col {AA])

Property Taxes at Proposed Rates (Line 18 + Line 19, Col [B})
Adjusted Test Year Property Taxes at Present Rates (Line 21, Col {A])
Additional Property Taxes on Proposed Revenues (To Sch C-2, Col {AH])

[A]
Adjusted Test Year
Property Tax Expense
$ 5,308,386

5,308,386
5,308,386

$§ 5,308,386
$ 10,616,772
$ (76,060)
$ 10,540,712
22%

$ 2,318,957
7.844489%

$ 181,910
$ 181,910
296,804
$ (114,894)

CALCULATION OF PROPERTY TAX FACTOR TQ COMPUTE GRQSS REVENUE CONVERSION FACTOR (SCH C-3):

Increase in Property Tax Due o Increase in Revenue Requirement (Line 28 Col [B])

Increase in Revenue Requirement (From Sch. A1)

Increase in Property Tax Per Dollar Increase in Revenue (Line 33/Line 35)

Workpapers & Supporting Documents:

\Common\Property Taxes\2008 pd in 08-09 AZ Tax Payment.xls

\Schedules\2008 Anth AF WW Sch. A-F .xIs\

Exhibit

Schedule C-2 Rebuttal
Page 14

Withess: Gutowski

{B]
Property Tax Expense
For Conversion Factor

$ 5,308,386
5,308,386
13,945,388

$ 8,187,387
$ 16,374,774
$ (76,060)
$ 16,298,713
22%

$ 3,565,717
7.844489%

$ 281,281
$ 281,281
181,910

$ 99,371
$ 99,371
$ 5,308,386
1.87%



Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LIG-6R

Line

Interest Synchronization with Rate Base
Original Cost Rate Base (Sch. B-1, Ln. 24)
Weighted Cost of Debt from Schedule D-1
Synchronized Interest Expense

Test Year Interest Expense
Increase/(Decrease) in Interest Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Anth AF WW Sch, A-F .xis\

45,416,602
3.00%

1,362,498

1,432,072
(69,574)

$ (69,574

B |en A R

Exhibit

Schedule C-2 Rebuttal
Page 15

Witness. Gutowski



Arizona American Water Company - Anthem / Agua Fria Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-7R

z T
© o~ mmhwm—x‘oa

Calculation of Income Taxes at Proposed Rates

Operating Income Before Inc. Taxes
Interest Expense
Arizona Taxable income

Less Arizona Income Tax
Arizona Income Tax Rate = 6.968%

Federal Income Before Taxes
Less Arizona Income Taxes
Federal Taxabte Income

Federal Income Taxes: 34.000%

Total Income Tax
Tax Rate
Effective Income Tax Rates

State
Federal

Test Year Income Taxes, Per Books
Increase in Income Taxes

Adjustment to Revenues and/or Expense

Test Year Income Taxes, Adjusted
Increase in Income Taxes

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Anth AF WW Sch. A-F .xIs\

Exhibit

Schedule C-2 Rebuttal
Page 16

Witness: Gutowski

[A] [B]
Test Year Adjusted
Adjusted with Rate

Results Increase
$ (713,075) $ 4,460,256
1,362,498 1,362,498
$§ (2,075573) § 3,097,758
$ (144,626) § 215,852
$ (2,075573) $§ 3,097,758
(144,626) 215,852
$ (1,930,947) $ 2.881,806
$ (656,522) $§ 979,848
$ (801,148) $ 1,195,700
38.60% 38.60%
6.968% 6.968%
31.63% 31.63%
$ (1,020,813
3219665
$ 219,665
$ (801,148)
1,996,848
$ 1,996,848




Arizona American Water Company - Anthem / Agua Fria Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule C-3 Rebuttal
Computation of Gross Revenue Conversion Factor Page 1

Witness: Kiger

Percentage
of
Incremental
Line Gross

Description Revenues
Federal Income Taxes 31.63%

State Income Taxes 6.97%
Combined 38.60%

Property Taxes Effective Rate = 1.8720% One Minus Combined 61.40% 1.15%

Bad Debt Expense  Effective Rate = 0.51% One Minus Combined 61.40% 0.31%

Total Tax Percentage 40.06%

Operating Income % = 100% - Tax Percentage 59.94%

1 = Gross Revenue Conversion Factor
Operating Income % 1.6683

P . S N . S ) z
coooxlovm:;wm—to@m\‘m"‘""w”—‘lo

43 Supporting Schedules: Recap Schedules:
44 A-1 Rebuttal

50 \Schedules\2008 Anth AF WW Sch. A-F xis\




Arizona American Water Company - Anthem / Agua Fria Wastewater

Test Year Ended December 31, 2008
Summary of Cost of Capital

District Level - Anthem / Agua Fria Wastewater - Proposed

End of Test Year

Exhibit

Schedule D-1 Rebuttal
Page 1

Witness: Broderick

End of Projected Year

Line
ltem of Capital
Long-Term Debt

Stockholder's Equity

Dollar
Amount

$ 26,181,119

$ 21,554,614

Percent
of
Total
54.85%

45.15%

Totals

$ 47,735,732

100.00%

© o \nmmhww—\!oz

10 COMPANY REBUTTAL - ACCEPT STAFF

13 ltem of Capital
14 Long-Term Debt

16 Short Term Debt $

18  Stockholder's Equity

Dollar
Amount

$ 20,233,096

7,634,614

$ 17,648,892

Percent
of
Total
44.55%

16.59%

38.86%

20  Totals

$ 45,416,602

100.00%

40  Supporting Schedules:

50 \Schedules\2008 Anth AF WW Sch. A-F.xls\

Percent
Cost  Weighted Dollar of Cost  Weighted
Rate Cost Amount Total Rate Cost
547% 3.00% $ 26,181,119 54.85% 5.47% 3.00%
12.25% 5.53% $ 21,554,614 45.15% 12.25% 5.53%
8.53% $ 47,735,732 100.00% 8.53%
Percent
Cost Weighted Dollar of Cost  Weighted
Rate Cost Amount Total Rate Cost
5.47% 2.4% $ 20,233,096 44.55% 5.47% 2.4%
3.41% 0.6% $ 7,534,614 16.59% 3.41% 0.6%
10.70% 4.2% $ 17,648,892 38.86% 10.70% 4.2%
7.2% $ 45,416,602 100.00% 7.2%

Recap Schedules:




Arizona American Water Company - Sun City Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule A-1 Rebuttal
Computation of Increase in Gross Revenue Requirement Page 1

Witness: Broderick

Line
No.
1 Original Cost Rate Base $ 14,763,145
2
3 Adjusted Operating Income $ (66,402)
4
5 Current Rate of Return -0.45%
6
7 Required Operating Income $ 1,062,946
8
9 Required Rate of Return 7.20%
10
11 Operating Income Deficiency $ 1,129,349
12
13 Gross Revenue Conversion Factor 1.6453
14
15 Increase in Gross Revenue
16 Requirement $ 1,858,070
17
18 Customer Present Proposed Dollar Percent
19 Classification Rates Rates Increase Increase
20
21 Residential $ 5,156,766
22 Commercial 756,330
23 OPA
24 Effluent Sales
25
26 Total of Water Revenues $ 5913,096 $ 7,771,165 $ 1,858,070 31.42%
27
28 Other Revenue 6,411 6,411 - 0.00%
29
30 Total Revenue $ 5919507 $ 7,777,576 $ 1,858,070 31.39%
31
32 ‘
33 Revenue from Schedule C-2 $ 5,941,027 $ 7,799,096 1,858,070
34 Over / (Under) $ (21,520) $ (21,520) $ 0)
35
36
37
38
39
40 Supporting Schedules:
41 B-1 Rebuttal
42 C-1 Rebuttal
43 G-2
44 H-1
45
46
47
48
49
50 \Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls




Arizona American Water Company - Sun City Wastewater Exhibit

Test Year Ended December 31, 2008
Summary of Fair Value Rate Base

Line

ODADRNAADNADDARWWWWEWRWWRRNNNRNNNIONNBRDS 3 5 3 3333 z
O(O(»\IG')(DAwl\)—\O(OCO\IO‘)(n-me—\OCOOO\IO)(nwa—AO(OG)\IO)UIA(»N—\O(OOJ\'G’O‘L@N—‘I_O

Gross Utility Plant in Service
Less: Accumulated Depreciation

Net Utility Plant in Service

Less:
Advances in Aid of
Construction
Contributions in Aid of
Construction - Net of Amortization
imputed Regulatory Advances
Imputed Regulatory Contributions
Customer Meter Deposits
Deferred iIncome Taxes & Credits
Investment tax Credits
Plus:
Unamortized Finance
Charges
Deferred Tax Assets
Deferred Debits
Allowance for Working Capital
Utility Plant Acquisition Adjustment

Total Rate Base

Supporting Scheduies:
B-2 Rebuttal B-5 Rebuttal
E-1

\Schedules\2008 Sun City Wastewater Sch.

Schedule B-1 Rebuttal
Page 1
Witness: Gutowski

Original Cost
Rate base

$ 24,457,095
10761769

$ 13,695,327

2,660,292
16,070
360,708

(1 777 83)

2,057,405
270,299

$ 14,763,145

Recap Schedules:
A-1 Rebuttal

A-F Rvsd.xls
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Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Rate Base Adjustment SLM - 1

Line

E R o
pON-2O

H D DA
[o NI o> &3]

[$108 3
o ©

Reconcile Sun City Wastewater Plant & Accum. Depr.
to Amounts Previously Approved

Staff

Staff

Plant Bal Proposed

Staff
Proposed

WDWWWWWWWWWRNNMNRNMNMNNNDMDRMDS 23 2323 =z
U RSB N RN NPT RONADOPNOOTAWN =5

Object Sub. December Depreciation Depreciation
Account  Account Description 2008 Rates Expense
101000 304510  Struct & Imp AG Cap Lease - 0.00% -
101000 304600  Struct & Imp Office - 0.00% -
101000 304620  Struct & Imp Leaseholds - 0.00% -
101000 340100  Office Furniture & Equip - 0.00% -
101000 340200 Comp & Periph Equip - 0.00% -
101000 340300 Computer Software - 0.00% -
101000 340330 Comp Software Other - 0.00% -
101000 341100  Trans Equip Lt Duty Trks - 0.00% -
101000 343000 Tools,Shop, Garage Equip - 0.00% -
101000 346100 Comm Equip Non-Telephone - 0.00% -
101000 346300 Comm Equip Other - 0.00% -
101000 347000 Misc Equip - 0.00% -
101000 351000 WW Organization 122,373 0.00% -
101000 352000 WW Franchises 6,132 0.00% -
101000 353200 WW Land & Ld Rights Coli 6,565 0.00% -
101000 354200  WW Struct & Imp Coll 187,017 v 4,675
101000 354500  WW Struct & Imp Gen 465,769 . 7,778
101000 355400 WW Pwr Gen Equip TDP 49,003 1,632
101000 360000 WW Collection Sewers Forced 2,397,611 2.07% 49,631
101000 361100  WW Collecting Mains 16,050,734 2.03% 325,830
101000 362000 WW Special Coll Struct 1,219,748 8.40% 102,459
101000 363000 WW Services Sewer 2,680,127 2.04% 54,675
101000 364000 WW Flow Measuring Devices 33,470 10.00% 3,347
101000 371100  WW Pump Equip Elect 495,398 5.42% 26,851
101000 380050 WW TD Equip Grit Removal 453 2.00% 9
101000 - 380100 WW TD Equip Sed Tanks/Acc 2,575 2.00% 52
101000 380600 WW TD Equip Oth Disp 1,503 2.00% 30
101000 380625 WW TD Equip Gen Trmt 115,202 2.00% 2,304
101000 380650 WW TD Equip Influent Lift S 178 2.00% 4
101000 382000 WW Outfall Sewer Lines 291 2.00% 6
101000 389100  WW Oth PIt & Misc Equip Int 10,495 4.98% 523
101000 389600 WW Oth Pt & Misc Equip . 4.98% -
101000 390000 WW Office Furniture & Equip 54,203 4.59% 2,488
101000 391000 WW Trans Equipment 2,312 20.00% 462
101000 393000 WW Tool Shop & Garage Equip 59,656 4.47% 2,667
101000 396000  WW Communication Equip 23,222 10.28% 2,387
101000 397000 WW Misc Equipment 13,207 5.10% 674
101000 398000  WW Other Tangible Plant 1 0.00% -
Utility Plant 23,997,245 588,481
Less: Youngtown Plant (96,727)
Total Plant
23,997,245
Monthly Depreciation Expense 2.45%




Arizona American Water Company - Sun City Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule B-2 Rebuttal
Rate Base Adjustment LJG - 2R ‘ Page 3

Witness: Gutowski

Line

Deferred Income Taxes

Staff has pointed out that audited Financials did not match the amount used in the case for
Deferred Income Taxes. They are correct and we revise our amount to agree with theirs.

Deferred income Taxes as filed ($1,824,256)

ooo\lcno-::-ww—xlg

Audited Deferred Income Taxes (1,777,183)

11 Staff Adjustment GTM-7, RB-3 $ (47,073)

45  Workpapers & Supporting Documents:

50  \Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls




Arizona American Water Company - Sun City Wastewater,
Test Year Ended December 31, 2008
Computation of Working Capital

Exhibit
Schedule B-5 Rebuttal
Page 1
Witness: Gutowski

Company Rebuttal’

B ADDADADADDRAWMWWWWWWWWRNRNRNMMNODMDNNDS 2 2D 3 a2 Z
r.ooo\n@cn.noaN—\ocoooxlmmpwm—\oom\nmmpwm—\ocooo\lmmhwm—\o‘°°°“°’°‘""°°'°“|p

[$1)
o

Working Cash Requirement

Material and Supplies Inventories

Prepayments

Total Working Capital Allowance

Total Adjusted Test Year Working Capital Allowance

Increase (Decrease in Working Capital Allowance

Increase (Decrease in Working Capital Allowance

Supporting Schedules:

E-1

Workpapers & Supporting Documents:
' Thirteen-month average

\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

191,944
597
77,758

270,299

208,182

62,117

62,117

Recap Schedules:



Exhibit

Schedule B-6 REBUTTAL
Page 1

Witness: Gutowski

Arizona American Water Company
Test Year Ended December 31, 2008
Lead/Lag Study - Working Cash Requirement

SUN CITY WASTEWATER
Cash
Test Year Revenue Expense Net Lead/ Working

Line Adjusted Lag Lag Lag Lag Capital
No. Results Days Days Days Factor Required

1 OPERATING EXPENSES

2 P08 Labor 454,529 4574292 33.7429 0.0924 § 42,020
3 P10 Fuel & Power ) 15,804 45.74292 24.9971 0.0685 1,082
4 P11 Chemicals L 0§ 4574202 25.3885 0.0696 -
5 P12 Waste Disposal 3,300,475  45.74292 20080  0.0055 18,157
6 P13 Management Fees 933,155 4574292 = BBogsr || nise2 45717

7 P14 Group Insurance 141,193 45.74292 (13.67) 59.4142 0.1628 22,983

8 P15 - Pensions 75,695 45.74292 (2.37) 48.1113 0.1318 9,964

9 P17 Insurance Other Than Group 57,656 45.74292 ) 129.4273 0.3546 20,445
10 P18 Customer Accounting 145,686 4574292, 25.4329 0.0697 10,151
11 P19 Rents 40,868 4574292 . 139.1661 0.3813 15,582
12 P21 Miscellaneous 104,503 45.74292 12.47 33.2728 0.0912 9,526
13 P25 Maintenance Expense 61,5633 45.74292 29.75 15.9966 0.0438 2,697
14 Other Operating Expenses1 94,627 4574292 30.00 15.7429 0.0431 4,081
15 TAXES

16 P29 Property Taxes 157,456 45.74292 189.67 (143.9272) (0.3943) (62,088)
17 P29 Taxes Other than Income 34,880 4574292 13.35 32.3967 0.0888 3,096
18 P30 Income Tax2 513,251 45.74292 30.13 15.6129 0.0428 21,954
19

20 P56 Interest 442,923 4574292 106.25 (60.5071) (0.1658) (73,425)
21

22 WORKING CASH REQUIREMENT 191,944
23

24

25 1) All other Operating Expenses are assumed to be paid by the 15th of the month following the receipt of goods and services.
26 2) At proposed rates.




Arizona American Water Company - Sun City Wastewater

Test Year Ended December 31, 2008
Adjusted Test Year Income Statement-Rebuttal

Line

- P4

O HEDADADLDDEDNDNDDDOWWWWWWWWWWNNRNNNNNMNNONNDA 2 22 a3 A
OO NDT RN AODODODBDIODADRWNAOOONDARWN 20O NIARLWN -

Revenues
Sewer Revenues
Other Revenues

Operating Expenses
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

Total Operating Expenses
Utility Operating Income
Other iIncome & Deductions
Other Income & Deductions
Interest Expense
Other Expense
Gain/Loss Sale of Fixed Assets
Total Other Income & Deductions
Net Profit (Loss)

Supporting Schedules:
E-2 C-2 Rebuttal

Exhibit
Schedule C-1 Rebuttal

Page 1
Witness: Kiger
[A] (B] [C] (D] [E]

Test Year Total Test Year Proposed Adjusted

Book Pro Forma Adjusted Rate with Rate

Resuits Adjustments Results Increase Increase
$ 50933970 $ 645 § 5,934,616 1,858,070 $ 7,792,685
6,411 - 6,411 6,411
$ 50940381 $ 645 $ 5,941,027 $ 1,858,070 $ 7,799,096
$ 454529 $ (18,616) $ 435912 $ 435912
15,804 2,746 18,550 18,550
4,885 - 4,885 4,885
3,300,475 73,539 3,374,014 3,374,014
933,155 (40,478) 892,677 892,677
141,193 - 141,193 141,193
75,595 11,399 86,994 86,994
49,683 (9.406) 40,277 40,277
57,656 - 57,656 57,656
145,686 7,688 163,374 - 156,118
40,868 - 40,868 40,868
44,944 - 44,944 44,944
104,503 - 104,503 104,503
61,533 - 61,533 61,533
679,999 (2,142) 677,858 677,858
157,456 17 157,473 - 173,883
34,880 - 34,880 34,880
(310,869) (9,292) (320,162) - 389,639
$50991974 $ 15455 $6007429 § - $ 6,736,384
$ (51593) $ (14810) $ (66,402) $ 1,858,070 § 1,062,713
442923 (28) 442,894 442,894
11,344 - 11,344 11,344
(3) ©)] (3)

$ (454270) $

28 $ (454,241) $ -

$ (454,241)

$ (505,862) $

(14.782) $_(520,644) §$ 1,858,070

$ 608,471

\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

Recap Schedules:
A-1 Rebuttal
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Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-1R

Line

No,
1 Adjust Booked Revenues to Reflect Annualized Rate Increase Adjustments
2
3 Rate
4 Schedule Description
5 AIMS1 Sun City Sewer Residential
6 A1S1A Sun City Sewer Residential S Unit 5/8"& 3/4"
7 A1S81B Sun City Sewer Residential Single Unit 1"
8 A181C Sun City Sewer Residential Single Unit 1 1/2"
9 A1S1D  Sun City Sewer Residential Single Unit =>2"

10 A1S1N Sun City Sewer Residential S Unit Non Water
11 A1S2A Sun City Sewer Residential M Unit All Water
12 A1S2N Sun City Sewer Residential M Unit Non Water

16 A2MS1 Sun City Sewer Commercial

17 A2MS2  Sun City Sewer Commercial WC

18 A2MS3  Sun City Sewer Commercial DW

19 A2MS4 Sun City Sewer Commercial WM

20 A2MS5  Sun City Sewer Commercial WR

21 A2MS6  Sun City Sewer Commercial RR

22 A2MS7  Sun City Sewer Commercial Large User

23 A2MS8  Sun City Sewer Commercial RV Park

24 A2MSP - Sun City Sewer Paradise Park /U

25 A2S1A Sun City Sewer Commercial S Unit 5/8" x 3/4"
26 A2S1B Sun City Sewer Commercial S Unit 1"

27 A2S1C  Sun City Sewer Commercial S Unit 1 1/2"

28 A281D Sun City Sewer Commercial S Unit 2"

29 A281E Sun City Sewer Commercial S Unit > 2"

30 A2S1N Sun City Sewer Commercial single Unit Non Water
31 A282A Sun City Sewer Commercial M Unit 5/8" x 3/4"
32 A2S2B Sun City Sewer Commercial M Unit1"

33 A282C Sun City Sewer Commercial M Unit 1"

34 A2S2D Sun City Sewer Commercial M Unit 2"

35 A2S2E Sun City Sewer Commercial M Unit > 2"

36 A2S2N Sun City Sewer Commercial M Non Water

37 A2S7D  Sun City Sewer Commercial Large User => 2"
38 B2S1A Sun City West Sewer Commercial Single Unit 5/8" x 3/4"
39 B2S1D Sun City West Sewer Commercial Single Unit 2"

48 Workpapers & Supporting Documents:
49 \Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xis
50 \09 Sun City WW\Schedules\2008 Sun City WW Sch H.xls

Total Residential

CORRECT LINK

$
$
3$
$
$
$
$
$

PO ADODDDDAADNDADPLPPLDDOPDNPANDPNANS

Total Commercial

(1,029,490.62)
851,273.46
27,042.24
467.76
1,656.43
3,271.04
466,957.69
27,794.26

(25,171.95)
10,259.39
1,972.08
412.03
205.86
(191.78)
(61,997.82)
(15,128.23)
16,705.85
3,226.12
7,153.13
16,672.31
28,750.00
73,475.44
(2,997.34)
137.19
194.00
1,891.04
6,766.71
29,552.73
(25,066.51)
792.92
(20.57)
(617.01)

Total Revenue Adjustment

Exhibit

Schedule C-2
Page 3

Witness: Gutowski

Revenue
Increase

348,972

Rebuttal
Annualized Increase
$ 64536

66,976

415,948

(R ]



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LUG-2R

Line

om\xmmawmalg

Adjust Depreciation Expense to-Reflect Test Year Adjusted Plant:

Annualized Depreciation Expense on Test Year UPIS
Depreciation Expense on Post-Test Year Plant Additions
Amortization of Tolieson Trickling Filier-Rate Component 3
Amonrtization of Tolleson Rate Component 3

Amortization of Effluent Upgrade-Rate Component 4
Amortization of Dechlorination Upgrade-Rate Component 4
Total Amortization of Deferred Debits

Corp Amortization of Y2K Costs

Corp Amortization of Depreciation Study Costs
Subtotal

Citizens' Districts-Only Aliocation Factor

District Share of Y2K Amortization

Corp AFUDC Equity Tax Gross-Up
4-Factor Allocation
District Share of Corp AFUDC Equity Tax Gross-Up

Less; Amortization of Contributions
Contributions at TYE 12/31/08
Composite Depreciation Rate for District
Amortization of Imputed Regulatory CIAC

Total Depreciation Expense
Test Year Depreciation Expense
Increase/(Decrease) in Depreciation Expense

Adjustment to Revenues and/or Expenses

Workpapers. & Supporting Documents:

\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd xls
\09 Sun City WW\Workpapers\Sun City WW Al 2008.xls
\09 AZ\Common\Workpapers\imputed AIAC and CIAC.xIs
\Common\Workpapers\2008 Reg Asset-Amort Wrkpaper.xls

$ 674,813
$ 14,000
$ 53,646
$ 19,451
$ 25,646
$ 112,743
$ 30,540
$ 2,352
$ 32,892
14.456%
$ 4,755
$ 63,837
7.545%
$ 4,816
$ 22,663
245% $ 556
$ 118,714
$ 677,858
$ 679,999
$ (2,142)
$ (2,142)

Exhibit

Schedule C-2 Rebuttal
Page 4

Witness: Gutowski



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-1R

Line

tooa\xcnm.hwm-‘lg

Remove 30% of Annual Incentive Plan (AIP) Compensation at the District Level

Sun City Wastewater Test Year Achievement Incentive Pay
Arizona Corporate Achievement Incentive Pay

4 Factor Allocation to Sun City Wastewater
Sun City Wastewater Portion of AZ Corporate AIP

Total Sun City Wastewater Test Year AIP
Accept RUCO Adj C-3 Disallowance Percentage
Adjustment to Achievement Incentive Pay

Test Year Adjusted Achievement Incentive Pay

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls
\Common\Workpapers\2008 4 Factor.xls

$

7.5448%
35,906

$ -
$ 475,900
$ 35,906
30%
$ (10,772)
$ 25,134
S (0772)

Exhibit

Schedule C-2 Rebuttal
Page 5

Witness: Kiger



Arizona American Water Company - Sun City Wastewater Exhibit

Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK-2R Page 6

Witness: Kiger

Line

mm\nmmhwm—‘%

Remove Stock Based Compensation

Arizona Portion of Test Year Stock Based Compensation $ 103,974
Service Company Portion of Test Year Stock Based Compensation $ 69,573
Total Test Year Stock Based Compensation $ 173,547
4 Factor Allocation to Sun City Wastewater 7.5448%
Sun City Wastewater Portion of Arizona Stock Based Comp. $ 7,845
Sun City Wastewater Portion of Service Co. Stock Based Comp. $ 5,249

Total Sun City Wastewater Portion of TY Stock Comp $ 13,004
Accept RUCO C-4 Pro Forma Adjustment to Labor $ (13,094)
Test Year Adjusted Sun City Wastewater Portion of Stock Based Comp. $ -
Increase/(Decrease) in P08 Labor $ (7.845)

Increase/(Decrease) in P13 Management Fees $ (5,249)

Workpapers & Supporting Documents:
\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-3R

Line

Normalize Fuel & Power Expense

Test Year Adjusted Power Expense - Sun City Wastewater District

2008 Pro Forma Fuel & Power Expense (Staff Operating Income Adj #1, Schedule GTM-12)
Total Adjusted Test Year Fuel & Power Expense

Increase/(Decrease) in Fuel & Power Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd xls

15,804
18,550
18,550

2,746

2,746

Exhibit
Schedule C-2
Page 7
Witness: Kiger



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-4R

Line

Adjust Waste Disposal Expenses-City of Glendale

City of Glendale Estimate for 2010 Odor Control Expense at 99th Ave. Interceptor
Test Year Payments to City of Glendale for 99th Ave. Interceptor

Rebuttal Adjustment to Waste Dispesal Expense

Test YearAdjusted Waste Disposal Expense

Rebuital Pro Forma Adjusted Test Year Waste Disposal

increase/(Decrease) in Waste Disposal

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

\Common\Workpapers\2008 4 Factor.xls

@ &L Vb O | &

129,339
55,800
73,639

3,300,475
3,374,014
73,539

73,539

Exhibit

Schedule C-2 Rebuttal
Page 8

Witness: Kiger



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-5R

Line

Remove 30% of Annual Incentive Pian (AIP) Compensation from Management Fees

Exhibit

Schedule C-2 Rebuttal
Page 9

Witness: Kiger

Adjusted Test Year Service Co. Achievement Incentive Pay $ 536,787
4 Factor Allocation to Sun City Wastewater 7.5448%

Sun City Wastewater Portion of Service Co. AIP 3 40,500

Total Sun City Wastewater Portion of Service Co. AIP $ 40,500
Disallowance Percentage 30%
Adjustment to Management Fees AlP $ (12,150)
Test Year Adjusted Achievement Incentive Pay $ 28,350
Adjustment to Revenue and/or Expense 3 (12,150

Workpapers & Supporting Documents:

\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls
\Common\Workpapers\2008 4 Factor xlIs



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-6R

Line

Adijust Management Fees to Remove Other Expense Increases

Test Year Adjusted Management Fees

Test Year Adjusted Management Fees

Accept RUCO Adj C-9 to Other Expense
4 Factor Allocation to Sun City Wastewater

Pro Forma Adjustment to Management Fees

Rebuttal Pro Forma Adjusted Test Year Management Fees

Increase/(Decrease) in Management Fees

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls
\Common\Service Company\2008 Other Expense Adj-Mgmt Fees.xis
\Common\Workpapers\2008 4 Factor.xls

$ 933,155
$ 933,155
($170,388)
7.5448%
(12,855)
$ 920,300
$ (12,855)
$ (12,855)

Exhibit

Schedule C-2 Rebuttal
Page 10

Witness: Kiger



Arizona American Water Company - Sun City Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK-7R Page 11
Witness: Kiger
Line
No.  Remove Business Development Expenses Portion of Management Fees
1
2 Test Year Business Development Expenses in Management Fees $ 100,798
3
4 4 Factor Allocation to Sun City Wastewater 7.5448%
5 Sun City Wastewater Portion BD Expenses $ 7,605
6
7 Totai Sun City Wastewater Portion of BD Expenses $ 7,605
8
9 Adjustment to Management Fees for BD Expenses $ (7,605)
10
11 Adjustment to Revenue and/or Expense $ (7,605)
12
13
14
15
16
17
18
19 |
20
21
22
23

45 Workpapers & Supporting Documents:
48 \Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

48 \Common\Workpapers\2008 4 Factor.xls



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-8R

Line

No.

toco\lmux:-um—\l

Remove Dues & Memberships Expenses Portion of Management Fees
Test Year Dues & Memberships Expenses in Management Fees

4 Factor Allocation to Sun City Wastewater
Sun City Wastewater Portion Dues & Memberships Expenses

Total Sun City Wastewater Portion of Dues & Memberships Expenses
Adjustment to Management Fees for Dues & Memberships Expenses

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Scheduies\2008 Sun City Wastewater Sch. A-F Rvsd.xls

\Common\Workpapers\2008 4 Factor.xls

$

7.5448%
2,619

3 34,716
$ 2,619
$ (2,619)
3 (2,619)

Exhibit

Schedule C-2 Rebuttal
Page 12

Witness: Kiger



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-SR

Line

©® \smmhwwalg

Adjust Pension Expense to Reflect Pension Expense at District Level

Test Year Adjusted Pension Expense - Sun City Wastewater
Deferred Service Company Amortization of Pension Expense

4 Factor Allocation to Sun City Wastewater
Sun City Wastewater Portion of Deferred Svc. Co. Amtz

Test Year Pension Expense - Sun City Wastewater
Increase/(Decrease) in Pension Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

$

7.5448%
11,398

75,595

151,088

86,994
11,399

11,399

Exhibit

Schedule C-2 Rebuttal
Page 13

Witness: Kiger



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjusiment MHK-10R

,_
om\nmmbwmazi
S a

Adjust Rate Case Expense

Estimated Rate Case Expense (workpaper)
Estimated Amortization Period in Years
Annuat Rate Case Expense

09 Group 4 Factor - Sun City Wastewater
Allocated Rate Case Expense

Pro Forma Rate Case Expense

Test Year Adjusted Rate Case Expense
Increase/(Decrease) Rate Case Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

Exhibit

Schedule C-2 Rebuttal
Page 14

Witness: Kiger

$ 678,425
3

3 226,142
15.337%

$ 34,683

$ 34,683

$ 44,089
$ {9406
$ (9.406)



Arizona American Water Company - Sun City Wastewater Exhibit

Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment LJG-3R Page 15

Witness: Gutowski

Line

mm\:mm.hww—\lg

Normalize Bad Debt Expense

$ -
Net Charge Offs for Arizona American Water Company for Test Year 2008 ($202,215.49)

Sun City Wastewater's 4 Factor percentage 7.54%

Sun City Wastewater's portion of Net Charge Offs within Customer Accounting Exp ($15,247)

Test Year Adjusted Present Rate Revenue $5,940,381

Three 3 Year Average of Net Charge Offs 0.13%

Pro Forma Net Charge Offs ($7,558)

Increase / (Decrease) to Test Year Adjusted Customer Accounting Expense $7,689

Workpapers & Supporting Documents:
\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xis



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-4R

Line

[A]
Property Tax Expense
Adiust Property Taxes to Reflect Proposed Revenues:

Adjusted Revenues in Year Ended Dec. 2008 $ 5,941,027
Adjusted Revenues in Year Ended Dec. 2008 5,941,027
Proposed Revenues $ 5,841,027
Average of Three Years of revenue 3 5,941,027
Average of Three Years of Revenue, times 2 $11,882,053
Add:

Construction Work in Progress at 10% 5,270
Deduct:

Net Book Value of Transportation Equipment $ -
Full Cash Value $ 11,887,324
Assessment Ratio 22%
Assessed Value 2,615,211
Property Tax Rate 6.021437%
Property Tax 157,473
Tax on Parcels 0
Adjusted Test Year Property Taxes at Present Rates (Line 18+Line 19, Col [A]) $ 157,473
Property Taxes in the Test Year 157,456

€9

Adjustment to Revenue and/or Expense (To Sch C-2, Col [AA]) 17

Adjusted Test Year Property Taxes at Proposed Rates (Line 18+Line 19, Col [B])
Adjusted Test Year Property Taxes at Present Rates (Line 21, Col [A])
Additional Property Taxes on Proposed Revenues (To Sch C-2, Col [AH])

CALCULATION OF PROPERTY TAX FACTOR TO COMPUTE GROSS REVENUE CONVERSION FACTOR (SCH C-3):

Increase in Property Tax Due to Increase in Revenue Requirement (Line 28 Col [B])
Increase in Revenue Requirement (From Sch. A1)

Increase in Property Tax Per Dollar Increase in Revenue (Line 33/Line 35)

Workpapers & Supporting Documents:
\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

Exhibit

Schedule C-2 Rebuttal
Page 16

Witness: Gutowski

[B]
Property Tax Expense
For Conversion Factor

$ 5,941,027
5,941,027
7,798,451

$
3 6,560,168

$13,120,336
5,270

$ -

$ 13,125,606
22%

2,887,633
6.021437%

173,877
0

$ 173,877
157,473

$ 16,404

$ 16,404
$ 1,858,070

0.88%



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-5R

Line

wm\:mmhwwAlg

Interest Synchronization with Rate Base

Qriginal Cost Rate Base (Sch. B-1, Ln. 24)
Weighted Cost of Debt from Schedule D-1
Synchronized Interest Expense

Test Year Interest Expense
Increase/(Decrease) in Interest Expense

Adjustment to Revenues and/or Expense

Workpapers & Supporting Documents:
\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

Exhibit

Schedule C-2 Rebuttal
Page 17

Witness: Gutowski

$14,763,145
3.00%
442,894
442,923

$ (28)
(28)



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-6R

No.
1
2
3
4
5
6
7
8
9

Calculation of Income Taxes at Proposed Rates

Operating Income Before Inc. Taxes
Interest Expense «
Arizona Taxable Income

Less Arizona Income Tax
Arizona Income Tax Rate =

Federal income Before Taxes
Less Arizona Income Taxes
Federal Taxable Income

Federal Income Taxes:

Total Income Tax
Tax Rate
Effective Income Tax Rates

State
Federal

Test Year Income Taxes, Per Books
Increase in Income Taxes

Adjustment to Revenues and/or Expense

Test Year Income Taxes, Adjusted
Increase in Income Taxes

Adjustment to Revenues and/or Expense

Workpapers & Supporting Documents:

\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

[A] [B]
Test Year Adjusted
Adjusted with Rate
Results Increase
$ (387,210) $ 1,451,712
$ 442894 $ 442,894
(830,105) 1,008,817
(57,842) $ 70,294
(830,105) $ 1,008,817
(57,842) 70,294
(772,263) $ 938,523
(262,569) $ 319,098
(320,411) % 389,392
38.60% 38.60%
6.968% 6.968%
31.63% 31.63%
$ 310,869
(9,542)
9,542
$ (320,411)
709,803
709,803

Schedule C-2 Rebuttal

Witness: Gutowski



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008
Computation of Gross Revenue Conversion Factor

Line
No.

P WWWWWRWWWWNNRNRNNRNRNNRNNS 2w
OO NN RO RN EA SO PN ABERN DO NOTERON 2PN O R WON

Description
Federal Income Taxes

State income Taxes

Property Taxes Effective Rate = 0.88%

Bad Debt Expense  Effective Rate = 0.13%
Tétal Tax Percentage

Operating Income % = 100% - Tax Percentage

1 = Gross Revenue Conversion Factor

Operating Income %

Supporting Schedules:

\Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

Combined
One Minus Combined

One Minus Combined

Exhibit

Schedule C-3 Rebuttal
Page 1

Witness: Kiger

Percentage
of
Incremental
Gross
Revenues
31.63%

6.97%
38.60%
61.40% 0.54%

61.40% 0.08%

39.22%

60.78%

1.6453

Recap Schedules:
A-1 Rebuttal



Arizona American Water Company - Sun City Wastewater
Test Year Ended December 31, 2008

Summary of Cost of Capital

District Level - Sun City Wastewater - Proposed

Dollar
Amount
8,097,504

Line
Item of Capital
Long-Term Debt $

Stockholder's Equity $ 6,666,582

End of Test Year

Percent
of
Total
54.85%

45.15%

Totals $ 14,764,087

100.00%

10 COMPANY REBUTTAL - ACCEPT STAFF

12 Dollar

13 Item of Capital Amount
14 Long-Term Debt $ 6,576,981
16 Short Term Debt $ 2,449,208

18 Stockholder's Equity $ 5,736,958

Percent
of
Total
44.55%

16.59%

38.86%

20 Totais $ 14,763,145

100.00%

40 Supporting Schedules:

50 \Schedules\2008 Sun City Wastewater Sch. A-F Rvsd.xls

Cost
Rate
5.47%

12.25%

Cost

Rate
5.47%
3.41%

10.70%

Exhibit

Schedule D-1
Page 1

Witness: Broderick

End of Projected Year

Percent
Weighted Dollar of
Cost Amount Total
3.00% 8,097,504 54.85%
5.53% 6,666,582 45.15%
8.53% 14,764,087 100.00%
Percent
Weighted Dollar of
Cost Amount TJotal
2.4% 6,576,981 44.55%
0.6% 2,449,206 16.59%
4.2% 5,736,958 38.86%
7.2% 14,763,145 100.00%

Cost  Weighted
Rate Cost
547%  3.00%
12.25%  5.53%
8.53%
Cost  Weighted
Rate Cost
5.47% 2.4%
3.41% 0.6%
10.70% 4.2%
7.2%

Recap Schedules:

A-1 Rebuttal



Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008

Computation of Increase in Gross Revenue Requirement

Line

WWWWRNRNNROMRNORNNNNRD = 2 = S a s a s =z
ORI OO ® oucn::wm—xocooo\noucn.hww—so‘om“@‘-”#@f\’—‘]p

W W W WwWw
0 ~NOO b

W
©

HOHE DDA DDDDBD
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o
o

Original Cost Rate Base

Adjusted Operating Income
Current Rate of Return

Required Operating Income
Required Rate of Return
Operating Income Deficiency
Gross Revenue Conversion Factor

Increase in Gross Revenue
Requirement

Customer
Classification

Residential
Commercial
OPA

Effluent Sales

Total of Water Revenues

Other Revenue

Total Revenue

Exh C-2 Test Year Pro Forma
Over / (Under)

Supporting Schedules:
B-1 Rebuttal

C-1 Rebuttal

G-2

H-1

Exhibit
Schedule A-1 Rebuttal
Page 1

Witness: Broderick

$ 18,211,016
$ 441,997
2.43%
$ 1,311,193
7.20%
$ 869,196
1.6417
$ 1,426,944
Present Proposed Dollar Percent
Rates_ Rates Increase Increase
$ 5,205,252
457,107
$5662,359 $ 7,089,303 $ 1426944 25.20%
1,321 1,321 - 0.00%
$ 5,663,680 $ 7,090,624 § 1,426,944 25.19%
$5,661,710  $7,088,653 $ 1,426,944 25.20%
1,970 1,970 )

\Schedules\2008 Sun City West Wastewater Sch. A-F xIs



Arizona American Water Company - Sun City West Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule B-1 Rebuttal
Summary of Fair Value Rate Base Page 1

Witness: Gutowski

Line

OADAADIABRAARNDRWOWWRWWRWWWWRNNNNMNNRNNNNR 2 2 S 33 333 =z
ocooo\loucnAwm—\ocooo\lo:m.hwm—xocooo\loum.nwm—\ocoooxloamnmm—xo‘°°°\‘°""'">‘*"‘°—‘lp

Gross Utility Plant in Service
Less: Accumulated Depreciation

Net Utility Plant in Service

Less:
Advances in Aid of
Construction
Contributions in Aid of
Construction - Net of Amortization
Imputed Regulatory Advances
Imputed Regulatory Contributions
Customer Meter Deposits
Deferred Income Taxes & Credits
Investment tax Credits
Plus:
Unamortized Finance
Charges
Deferred Tax Assets
Deferred Debits
Allowance for Working Capital
Utility Plant Acquisition Adjustment

Total Rate Base

Supporting Schedules;

B-2 Rebuttal B-5 Rebuttal
B-3

E-1

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls

Original Cost
Rate base

$ 36,983,761

19,813,983

$ 17,169,777

145,453
4,747
443,212

(1,211,058)

108,771
314,822

3 18211016

Recap Schedules:
A-1 Rebuttal
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Arizona American Water Company - Sun City West Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule B-2
Rate Base Adjustment SLM-1 Page 2

Witness: Murrey

Line

No.
1 Reconcile Sun City West Wastewater Plant & Accum. Depr. Staff Company Company
2 to Amounts Previously Approved Ending Rebuttal Rehuttal
3 Balance Proposed Proposed
4 Object Sub. December  Depreciation Depreciation
5 Account  Account Description 2008 Rate Expense
6 N
7 -
8 101000 304100  Struct & Imp SS - 2.50% -
9 101000 304200  Struct & Imp P - 1.67% -
10 101000 304510  Struct & Imp AG Cap Lease - -
" 101000 304600  Struct & Imp Offices - 1.67% -
12 101000 304620  Struct & Imp Leasehold - 4.63% -
13 101000 304800  Struct & Imp Misc - 4.63% -
14 101000 307000  Wells & Springs - 2.52% -
15 101000 340100  Office Furniture & Equip - 4.04% -
16 101000 340200 Comp & Periph Equip - 10.00% -
17 101000 340300 Computer Software - 25.00% -
18 101000 340330 Comp Software Other - 25.00% -
19 101000 340500  Other Office Eqpt - -
20 101000 341100  Trans Equip Lt Duty Trks - 20.00% -
21 101000 343000  Tools,Shop,Garage Equip - 4.47% -

22 101000 344000 Lab Eqpt - -
23 101000 346100  Comm Equip Non-Telephone - .
24 101000 346300  Comm Equip Other - -
25 101000 347000  Misc Equipment -

26 101000 351000  WW Organization 4,078

27 101000 352000 WW Franchises 68 -
28 101000 353200 WW Land & Ld Rights Coll o} -
29 101000 353500 WW Land & Ld Rights Gen - -
30 101000 354200  WW Struct & Imp Coll 130,873 6,544
31 101000 354300  WW Struct & imp SPP 0 0
32 101000 354500  WW Struct & Imp Gen 48,870 816
33 101000 355300  WW Pwr Gen Equip SPP 25,840 860
34 101000 360000  WW Collection Sewers Forced 765,181 15,839
35 101000 361100  WW Collecting Mains 13,101,343 267,267
36 101000 362000  WW Special Coll Struct 963,907 80,968
37 101000 363000  WW Services Sewer 2,641,009 53,877
38 101000 371100  WW Pump Equip Elect 27,605 2,761
39 101000 380000 WW TD Equipment (W] (0)
40 101000 380080  TD Equip Grit Removal - -
41 101000 380100  WW TD Equip Sed Tanks/Acc 7,615 381
42 101000 380200 WW TD Equip Sidge/Effl Rmv (0) (®]
43 101000 380250  WW TD Equip Sldge Dig Tnk 0 0
44 101000 380300 WW TD Equip Sldge Dry/Fiit - -
45 101000 380400  WW TD Equip Aux Effl Trmt - -
46 101000 380500 WW TD Equip Chem Trmt Pit - -
47 101000 380600 WW TD Equip Oth Disp 5,634 282
48 101000 380625  WW TD Equip Gen Trmt 110,053 5,503
49 101000 380650 WW TD Equip Influent Lift S 19,630 976
50 101000 382000  WW Outfall Sewer Lines 0 0
51 101000 389100  WW Oth PIit & Misc Equip Int 0 0
52 101000 390000  WW Office Furniture & Equip 0 0
53 101000 390100  WW Computer Eqpt - -
54 101000 391000  WW Trans Equipment - -
55 101000 392000 WW Stores Equipment - -
56 101000 393000 WW Tool Shop & Garage Equip 0 0
57 101000 394000  WW Laboratory Equipment - -
58 101000 395000 WW Power Operated Equip 777 39
59 101000 396000  WW Communication Equip 12,621 1,300
60 101000 397000  WW Misc Equipment 22,663 1,156
61

62

63

64

65 Utility Plant 17,887,668 438,569
66 Less:

67 Total Plant

68 Decision amount Depreciable Plant 17,887,668

69 Unexplained difference Composite Rates 2.45%




Arizona American Water Company - Sun City West Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule B-2
Rate Base Adjustment LJG-3R Page 3
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Witness: Gutowski

Deferred Income Taxes

Staff has pointed out that audited Financials did not match the amount used in the case for
Deferred Income Taxes. They are correc t and we revise our amount to agree with theirs.

Deferred Income Taxes as filed ($1,243,135)
Audited Deferred Income Taxes ($1,211,058)
Staff Adjustment GTM-7, RB-3 $32,077

Workpapers & Supporting Documents:

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls




Arizona American Water Company - Sun City West Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule B-5 Rebuttal
Computation of Working Capital Page 1

Witness: Gutowski

| Company Rebuittal

Working Cash Requirement $ 253,801
Material and Supplies Inventories 437 '
Prepayments 52,988

Total Working Capital Allowance $ 307,226
Total Adjusted Test Year Working Capital Allowance $ 314,822

Increase (Decrease in Working Capital Allowance $ (7,596)

’

Increase (Decrease in Working Capital Allowance 8 (7,596)

Supporting Schedules: Recap Schedules:
E-1 B-6 Rebuttal B-1 Rebuttal
Workpapers & Supporting Documents:

' Thirteen-month average

,_.
OBAARAADALAADWOWWRPWRWOINNNRRORNNNMDA 22 532 a 2 o z T
CODIUDNRERON OO INNAERONZOOXRVNDARWNICO®NIO OB wt\)—\o‘°°°\’°"-’“"°"\’—‘|pg

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls




Arizona American Water Company Exhibit
Test Year Ended December 31, 2008 Schedule B-6 Rvsd
Lead/Lag Study - Working Cash Requirement Page 1

Witness: Gutowski
SUN CITY WEST WASTEWATER

Cash
Test Year Revenue  Expense Net Lead/ Working

Line Adjusted Lag Lag Lag Lag Capital
No. Results Days Days Days Factor Required

1 OPERATING EXPENSES

2 P08 Labor 766,759 4562795 12.0000 33.6280 0.0921 § 70,643
3 P09 Purchased Water 7,156 45.62795 52.5225 (6.8946) (0.0189) (135)
4 P10 Fuel & Power 385,512 4562795 23.1831 22.4449 0.0615 23,706
5 P11 Chemicals 401,682 45.62795 17.2755 28.3525 0.0777 31,202
6 P12 WasteDisposal 103,272 45.62795 19.9322 25.6958 0.0704 7.270
7 P13 Management Fees 789,604 4562795 14.7715 30.8565 0.0845 66,752

8 P14 Group Insurance 267,064 4562795 (13.6154) 59.2434 0.1623 43,347

9 P15 Pensions 150,285 4562795 (2.3684) 47.9964 0.1315 19,762
10 P17 Insurance Other Than Group 48,786 4562795 (83.6844) 129.3124 0.3543 17,284
11 P18 Customer Accounting 123,968 45.62795 10.0893 35,5387 0.0974 12,070
12 P19 Rents 38,079 45.62795 (72.1101) 117.7380 0.3226 12,283
13 P21 Miscellaneous 243174 4562795 9.9074 35.7206 0.0979 23,798
14 P25 Maintenance Expense 138,620 45.62795 26.1358 19.4922 0.0534 7,403
15 Other Operating Expenses1 93,744 4562795 30.0000 15.6280 0.0428 4,014
16 TAXES

17 P29 Property Taxes 135,172 45.62795 187.9842 (142.3562) (0.3900) (52,719)
18 P29 Taxes Other than Income 58,909 45.62795 13.3462 32.2817 0.0884 5,210
19 P30 Income Tax 619,530 45.62795 30.1300 15.4980 0.0425 26,305
20 P56 Interest Sync 534,638 4562795 106.2500 (60.6221) (0.1661) (88,797)
21

22 WORKING CASH REQUIREMENT $ 229,398
23

24

25 .

26 1)  All other Operating Expenses are assumed to be paid by the 15th of the month following the receipt of goods and services.

27 2) At proposed rates.




Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Adjusted Test Year Income Statement

Line

‘OCO\JCDU'IAOON—"%

Revenues
Sewer Revenues
Other Revenues

Operating Expenses
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

Total Operating Expenses
Utility Operating Income
Other Income & Deductions
Other Income & Deductions
Interest Expense
Other Expense
Gain/Loss Sale of Fixed Assets
Total Other Income & Deductions
Net Profit (Loss)

Supporting Schedules:
E-2 C-2 Rebuttal

Exhibit
Schedule C-1 Rebuttal
Page 1
Witness: Kiger
[A] [B] [C] (D] [E]
Test Year Total Test Year Proposed Adjusted
Book Pro Forma Adjusted Rate with Rate
Results Adjustments Results Increase Increase
$ 5,660,389 $ - $ 5,660,389 1,426,944 $ 7,087,332
1,321 - 1,321 ) 1,321
$ 5661710 $ - $ 5661710 $ 1,426,944 $ 7,088,653
$ 766,759 $ (21,078) $ 745,680 - $ 745,680
7,156 - 7,156 - 7,156
385,512 265,325 650,837 - 650,837
401,682 - 401,682 - 401,682
103,272 - 103,272 - 103,272
789,604 (34,252) 755,352 - 755,352
267,064 - 267,064 - 267,064
150,285 9,646 159,930 - 159,930
43,794 (9,406) 34,388 - 34,388
48,786 - 48,786 - 48,786
123,968 11,299 135,267 419 135,686
38,079 - 38,079 - 38,079
49,950 - 49,950 - 49,950
243,174 (721) 242,453 - 242,453
138,620 - 138,620 - 138,620
1,238,799 73,903 1,312,702 - 1,312,702
135,172 - 135,172 11,350 146,522
58,909 - 58,909 - 58,909
52,682 (118,270) (65,587) 546,242 480,654
$5043267 $ 176445 $ 5219712 $ 558011 $ 5,777,723
$ 618,443 $ (176,445) $ 441997 $ 868,933 §$ 1,310,930
534,638 11,692 546,330 - 546,330
9,599 - 9,599 - 9,599
(2) - 2) - (2)
$ (544239 $ (11.692) $ (555931) § - $ (555,931)
$ 74204 $ (188,138) $ (113,934) $§ 868,933 $ 754,999

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls

Recap Schedules:

A-1 Rebuttal
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Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-1R

Line

om\xmmAwm—‘kz,

Adjust Depreciation Expense to Reflect Test Year Adjusted Plant:

Annualized Depreciation Expense on Test Year UPIS
Depreciation Expense on Post-Test Year Plant Additions
Amortization of Deferred Regulatory Assets
Corp Amortization of Y2K Costs
Corp Amortization of Depreciation Study Costs
Subtotal
Citizens' Districts-Only Allocation Factor
District Share of Y2K Amortization

Corp AFUDC Equity Tax Gross-Up
4-Factor Allocation
District Share of Corp AFUDC Equity Tax Gross-Up
Less: Amortization of Contributions
Contributions at TYE 12/31/08
Composite Depreciation Rate at District
Amortization of Imputed Regulatory CIAC
Total Depreciation Expense
Test Year Depreciation Expense

Increase / (Decrease) in Depreciation Expense

Adjustment fo Revenues and/or Expenses

Workpapers & Supporting Documents:

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls

\09 Sun City West WWWorkpapers\Sun City West WW Al 2008 xIs
\Common\Workpapers\imputed AIAC and CIAC.xis
\Common\Workpapers\2008 Reg Asset-Amort Wrkpaper.xls

“en o

¥ | »P

1,451,380

3,240

4,075

126
145,867

1,312,702

1,238,799
73,903

73,903

Exhibit

Schedule C-2 Rebuttal
Page 1

Witness: Gutowski




Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-1R

Line

:ooox:oaox.hmm—\lg

Remove 30% of Annual Incentive Plan (AIP) Compensation at the District Level
Sun City West Wastewater Test Year Achievement Incentive Pay
Arizona Corporate Achievement incentive Pay

4 Factor Allocation to Sun City West Wastewater
Sun City West Wastewater Portion of AZ Corporate AIP

Total Sun City West Wastewater Test Year AIP
Accept RUCO Adj C-3 Disallowance Percentage
Adjustment to Achievement incentive Pay

Test Year Adjusted Achievement Incentive Pay

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\08 AZ\Common\08 A of I-AZ Corp Summary w Pro Formas Distributed to Districts.xls
\09 AZ\Common\Workpapers\2008 4 Factor.xls

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xIs

6.3842%
30,382

Exhibit

Schedule C-2 Rebuttal
Page 2

Witness: Kiger

$ 17,753
$ 475,900
$ 48,135

30%
$ (14,441)
$ 33,695
$ (14.441)



Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-3R

Line

Remove Stock Based Compensation

Arizona Portion of Test Year Stock Based Compensation
Service Company Portion of Test Year Stock Based Compensation
Total Test Year Stock Based Compensation

4 Factor Allocation to Sun City West Wastewater

- Sun City West Wastewater Portion of Arizona Stock Based Comp.

Sun City West Wastewater Portion of Service Co. Stock Based Comp.
Total Sun City West Wastewater Portion of TY Stock Comp

Accept RUCO C-4 Pro Forma Adjustment to Labor

Test Year Adjusted Sun City West Wastewater Portion of Stock Based Comp.

Increase/(Decrease) in P08 Labor

Increase/(Decrease) in P13 Management Fees

Workpapers & Supporting Documents:
\09 AZ\Common\Workpapers\2008 4 Factor.xls

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls

6.3842%
6,638
4,442

$ 103,974
$ 69,573
$ 173,547
$ 11,080
$ (11,080)
$ -
R}
ERET)

Exhibit

Schedule C-2 Rebuttal
Page 3

Witness: Kiger




| Arizona American Water Company - Sun City West Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK-3R Page 4
Witness: Kiger
Line
Normalize Fuel & Power
Test Year Power Expense - Sun City West Wastewater $ 385,512
Accept Staff Fuel & Power Adjustment (From Staff Operating Income Adj #2, Schedule GTM-13) $ 147,515

Accept Staff NWVTF TY Power Allocation (From Staff Operating Income Adj #1, Sch GTM-12) $ 117,810

«:oo\:mm:swm—slg

2008 Pro Forma Fuei & Power Expense $ 650,837
11 Increase/(Decrease) in Fuel & Power Expense $ 265,325

13 Adjustment to Revenue and/or Expense $ 265,325

45  Workpapers & Supporting Documents:
46 \Schedules\2008 Sun City West WW Sch. A-F Rvsd.xIs
47 \Common\Power\2008 Fuel & Power Pro Forma




Arizona American Water Company - Sun City West Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK-5R Page 5

Witness: Kiger

Remove 30% of Annual Incentive Plan (AIP)} Compensation from Management Fees
Adjusted Test Year Service Co. Achievement Incentive Pay $ 536,787

4 Factor Allocation to Sun City West Wastewater 6.3842%
Sun City West Wastewater Portion of Service Co. AIP $ 34,269

Total Sun City West Wastewater Portion of Service Co. AIP $ 34,269

=z =
OCoONONHEWN = 3
SF

10 Disallowance Percentage ’ 30%
12 Adjustment to Management Fees AIP $ (10,281)
14  Test Year Adjusted Achievement Incentive Pay $ 23,989

16  Adjustment to Revenue and/or Expense $ (10,281)

45  Workpapers & Supporting Documents:
46 \09 AZ\Common\Workpapers\2008 4 Factor.xls

50 \Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls



Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-6R

Line

No.
1
2
3
4
5
6
7
8

Adjust Management Fees to Remove Other Expense Increases

Test Year Adjusted Management Fees

Test Year Adjusted Management Fees

Accept RUCO Adj C-9 to Other Expense
4 Factor Allocation to Sun City West Wastewater

Pro Forma Adjustment to Management Fees

Pro Forma Adjusted Test Year Management Fees

Increase/(Decrease) in Management Fees

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\Common\Service Company\2008 Other Expense Adj-Mgmt Fees.xis
\Common\Workpapers\2008 4 Factor.xls

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls

Exhibit

Schedule C-2 Rebuttal
Page 6

Witness: Kiger

$ 789,604

$ 789,604
$ (170,388)
6.3842%

$ (10,878)

$ 778,726

$ (10,878)

$ (10,878)



Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-7R

Line

Remove Business Development Expenses Portion_of Management Fees

Test Year Business Development Expenses in Management Fees

4 Factor Aliocation to Sun City West Wastewater
Sun City West Wastewater Portion BD Expenses

Total Sun City West Wastewater Portion of BD Expenses

Adjustment to Management Fees for BD Expenses

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\09 AZ\Common\Workpapers\2008 4 Factor.xls

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xIs

Exhibit

Schedule C-2 Rebuttal
Page 7

Witness: Kiger

$ 100,799
6.3842%
6,435
$ 6,435
$ (6,435)
3 (6,435)




Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-8R

,_
wm\nmmawmalgg'

Remove Dues & Memberships Expenses Portion of Management Fees
Test Year Dues & Memberships Expenses in Management Fees

4 Factor Allocation to Sun City West Wastewater
Sun City West Wastewater Portion Dues & Memberships Expenses

Total Sun City West Wastewater Portion of Dues & Memberships Expenses
Adjustment to Management Fees for Dues & Memberships Expenses

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:

\Scheduies\2008 Sun City West WW Sch. A-F Rvsd.xls
\Common\Labor\AZ 2008 Labor.xls

\09 Sun City West WW\Workpapers\Sun City West WW Al 2008.xls

6.3842%
2,216

$ 34,716
$ 2,216
$ (2,216)
$ (2.218)

Exhibit

Schedule C-2 Rebuttal
Page 8

Witness: Kiger




Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment MHK-9R

Line

Adjust Pension Expense to Reflect Pension Expense at District Level

Test Year Adjusted Pension Expense - Sun City West Wastewater
Deferred Service Company Amortization of Pension Expense

4 Factor Allocation to Sun City West Wastewater
Sun City West Wastewater Portion of Deferred Svc. Co. Amtz

Test Year Pension Expense - Sun City West Wastewater

Increase/(Decrease) in Pension Expense

Adjustment to Revenue and/or Expense

Workpapers & Supporting Documents:
\09 AZ\Common\Workpapers\2008 4 Factor.xls

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls

Exhibit

Schedule C-2 Rebuttal
Page 9

Witness: Kiger

$ 150,285

$ 151,088
6.3842%
9,646

$ 169,930

$ 9,646

3 9,646



Arizona American Water Company - Sun City West Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment MHK-10R Page 10
Witness: Kiger
Line
Adjust Rate Case Expense
Estimated Rate Case Expense (workpaper) $ 678,425

Estimated Amortization Period in Years 3

Annual Rate Case Expense $ 226,142

mm\xmmhwm—xlg

09 Group 4 Factor - Sun City West Wastewater 13.113%
11 Allocated Rate Case Expense $ 29,654
13 Pro Forma Rate Case Expense $ 29,654
15 Test Year Adjusted Rate Case Expense $ 39,060
17  Increase/(Decrease) Rate Case Expense 3 (9.406)

19 Adjustment to Revenue and/or Expense $ (9.406)

45  Workpapers & Supporting Documents:
46 \Schedules\2008 Sun City West WW Sch. A-F Rvsd.xIs
47  \Common\Workpapers\2008 Reg Asset-Amort Wrkpaper.xls




Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-2R

Line

© ®~ mm&wm—‘lg

Normalize Bad Debt Expense

$ -
Net Charge Offs for Arizona American Water Company for Test Year 2008 ($202,215.49)
Sun City West Wastewater's 4 Factor percentage 6.38%
Sun City Wastewater's portion of Net Charge Offs within Customer Accounting Exp ($12,901)
Test Year Adjusted Present Rate Revenue $5,661,710
Three 3 Year Average of Net Charge Offs 0.03%
Pro Forma Net Charge Offs ($1,602)
Increase / (Decrease) to Test Year Adjusted Customer Accounting Expense $11,299

Workpapers & Supporting Documents:

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xis

Exhibit

Schedule C-2 Rebuttal
Page 11

Witness: Gutowski




Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Income Statement Adjustment LJG-3R

Line

wm\lmmawm—‘lg

Adjust Miscellaneous Expense for Water Testing Ex;genses1

Adjusted Test Year Water Testing Expense - Sun City West Wastewater

Northwest Valley Treatment Facility
Northwest Valley Treatment Facility at 72%
2008 Test Year Water Testing Expense - revised

Increase/(Decrease) in Water Testing Expense

Adjustment to Revenue and/or Expense

! Water Testing Expense is part of Miscellaneous Operating Expenses

Workpapers & Supporting Documents:

\Schedutes\2008 Sun City West WW Sch. A-F Rvsd.xls

$

13,196
72%

Exhibit

Schedule C-2 Rebuttal
Page 12

Witness: Gutowski

10,222

9,501
721

721



Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
income Statement Adjustment LJG-4R

Line

Adjust Property Taxes to Reflect Proposed Revenues:

Adjusted Revenues in Year Ended Dec. 2008
Adjusted Revenues in Year Ended Dec. 2008
Proposed Revenues

Average of Three Years of Revenue

Average of Three Years of Revenue, times 2
Add:

Construction Work in Progress at 10%
Deduct:

Net Book Value of Transportation Equipment

Full Cash Vaiue
Assessment Ratio
Assessed Value
Property Tax Rate

Property Tax
Tax on Parcels

Adjusted Test Year Property Taxes at Present Rates (Line 18+Line 19, Col [A])

Property Taxes in the Test Year

Adjustment to Revenue and/or Expense (To Sch C-2, Col [AA])

Adjusted Test Year Property Taxes at Proposed Rates (Line 18+Line 19, Col [B])
Adjusted Test Year Property Taxes at Present Rates (Line 21, Col [A])
Additional Property Taxes on Proposed Revenues (To Sch C-2, Col [AH)}

Exhibit

Schedule C-2 Rebuttal
Page 13

Witness: Gutowski

(Al Bl
Property Tax Expense Property Tax Expense
For Conversion Factor
$ 5,661,710 $ 5,661,710
5,661,710 5,661,710
$ 5,661,710 $ 7,088,653
$ 5,661,710 $ 6,137,358
$11,323,420 $12,274,715
6,002 6,002
$ - 3 -
$ 11,329.422 $ 12,280,717
22% 22%
2,492,473 2,701,758
5.423211% 5.423211%
135,172 146,522
0 0
$ 135,172
135,172
3 N
$ 146,522
135,172
$ 11,350

CALCULATION OF PROPERTY TAX FACTOR TO COMPUTE GROSS REVENUE CONVERSION FACTOR (SCH C-3):

Increase in Property Tax Due to Increase in Revenue Requirement (Line 28, Col [B]) $ 11,350
Increase in Revenue Requirement (From Sch. A1) $ 1,480,756
Increase in Property Tax Per Dollar Increase in Revenue (Line 33/Line 35) 0.77%

Workpapers & Supporting Documents:
\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls




Arizona American Water Company - Sun City West Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment LJG-5R Page 14

Witness: Gutowski

Line
Interest Synchronization with Rate Base

18,211,016
3.00%
546,330
534,638
11,692

Original Cost Rate Base (Sch. B-1, Ln. 24)
Weighted Cost of Debt from Schedule D-1
Synchronized Interest Expense

Test Year Interest Expense

Increase (decrease) in Interest Expense

© o \lmm&wNAIg
ik o o

Adjustment to Revenues and/or Expense $ 11,692

45  Workpapers & Supporting Documents:
46 \Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls



Arizona American Water Company - Sun City West Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule C-2 Rebuttal
Income Statement Adjustment LJG-6R Page 15
Witness: Gutowski
[A] [B]
Line Test Year Adjusted
No. Adjusted with Rate
1 Calculation of Income Taxes at Proposed Rates Results increase
2
3
4 Operating Income Before Inc. Taxes $ 376,410 $ 1,791,585
§ Interest Expense $ 546,330 § 546,330
6  Arizona Taxable Income (169,921) 1,245,254
7
8  Less Arizona Income Tax $ (11,840) $ 86,769
9  Arizona Income Tax Rate = 6.968%
10
11 Federal Income Before Taxes $ (169,921) $ 1,245,254
12 Less Arizona Income Taxes (11,840) 86,768
13 Federal Taxable Income $ (158,080) $ 1,158,485
14
15 Federal Income Taxes: 34.000% $ (53.747) $ 393,885
16
17
18 Total Income Tax $ (65,587) $ 480,654
19
20 Tax Rate 38.60% 38.60%
21
22  Effective Income Tax Rates
23 State 6.968% 6.968%
24 Federal 31.63% 31.63%
25
26
27  Test Year Income Taxes, Per Books $ 52,682
28 Increase in Income Taxes (118,270)
29
30 Adjustment to Revenues and/or Expense $ (118,270)
3
32 Test Year Income Taxes, Adjusted $ (65,587)
33 Increase in Income Taxes 546,242
34
35  Adjustment to Revenues and/or Expense 546,242
36
37
38
39
40
41
42
43
44

45  Workpapers & Supporting Documents:
46 \Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls



Arizona American Water Company - Sun City West Wastewater Exhibit
Test Year Ended December 31, 2008 Schedule C-3 Rebuttal
Computation of Gross Revenue Conversion Factor Page 1

Witness: Kiger

Percentage
of
Incremental
Gross
Description Revenues
Federal Income Taxes 31.63%

State Income Taxes 6.97%
Combined 38.60%

Property Taxes Effective Rate = 0.77%  One Minus Combined 61.40% 0.47%

Bad Debt Expense  Effective Rate = 0.03% One Minus Combined 61.40% 0.02%

Total Tax Percentage 39.09%

Operating Income % = 100% - Tax Percentage 60.91%

1 = Gross Revenue Conversion Factor
Operating Income % 1.6417

,_
NN NNRNN 2 A a2 Z .
\loamAwM—‘ocoooxlovmhwm—\o‘om\‘o"""“‘-‘"\’-"pg

43 Supporting Schedules: Recap Schedules:
44 A-1 Rebuttal

50 \Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls



Arizona American Water Company - Sun City West Wastewater
Test Year Ended December 31, 2008
Summary of Cost of Capital

District Level - Sun City West Wastewater - Proposed

Line

v~

OWOO~N®OT HWN -

47

ltem of Capital
Long-Term Debt

Stockholder's Equity

Totals

ltem of Capital
Long-Term Debt

Short Term Debt

Stockholder's Equity

Totals

Supporting Schedules:

End of Test Year

Percent
Dollar of
Amount Total
$ 9,774,247 54.85%
$ 8,047,025 45.15%
$ 17,821,272 100.00%
Percent
Dollar of
Amount Total
$ 8,113,008 44.55%
$ 3,021,208 16.59%
$ 7,076,801 38.86%
$ 18,211,016 100.00%

\Schedules\2008 Sun City West WW Sch. A-F Rvsd.xls

Exhibit

Schedule D-1 Rebuttal

Page 1

Witness: Broderick

End of Projected Year

Percent
Cost Weighted Dollar of
Rate Cost Amount Total
5.47% 3.00% $ 9,774,247 54.85%
12.25% 5.53% $ 8,047,025 45.15%
8.53% $ 17,821,272 100.00%
Percent
Cost Weighted Dollar of
Rate Cost Amount Total
5.47% 2.4% $ 8,113,008 44.55%
3.41% 0.6% $ 3,021,208 16.59%
10.70% 4.2% $ 7,076,801 38.86%
7.2% $ 18,211,016 100.00%

Recap Schedules:

A-1 Rebuttal

Cost  Weighted
Rate Cost
547% 3.00%
12.25% 5.53%
8.53%
Cost  Weighted
Rate Cost
5.47% 2.4%
3.41% 0.6%
10.70% 4.2%
7.2%




