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Steve Wene, No. 019630
MOYES SELLERS & SIMS LTD.
1850 N. Central Avenue, Suite 1100
Phoenix, Arizona 85004
(602)-604-2189
swene@lawms.com
Attorney for Southland Utilities Company, Inc.
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14 Docket No. W-02062A-09-05 l5

15

APPLICATION OF SOUTHLAND
UTILITIES COMPANY, INC. FOR AN
INCREASE IN ITS WATER RATES SECOND AMENDED

RATE APPLICATION16

17

18

19 The Southland Utilities Company, Inc. ("Company" or "Applicant"), hereby tiles

20
is Second Amended Rate Application for an increase in its water rates. For the

21

22 convenience of all parties and the court, the Company has

23 SUPPCRTING DOCUMENTATION

24
Pursuant to A.A.R. Rule 14-2-103, the Company submits the following

25

26
documentation in support of the proposed increase in rates and charges:

27 • Opinion of Probable Costs (see Exhibit 1);

28
• Direct Testimony of Soon S. Rowell (see Exhibit 2),

1



1 • Required Schedules, Statements, and Documentation (see Exhibit 3),

2

• Water Use Data Sheets (see Exhibit 4),
3

4 • Plant Descriptions (see Exhibit 5);

5
• ADEQ Compliance Status Report (see Exhibit 6); and

6

• Monitoring Assistance Program Sampling Fee Invoice (see Exhibit 7).
7

8 RESPECTFULLY SUBMITTED this 12*" day of April, 2010.

9 MOYES SELLERS & S1Ms LTD.

10

11 V /
12 Steve Wene

Attorneys for Southland Utilities Company, Inc.
13

14

15
Original and 15 copies of the foregoing
filed this 1:z'1' day of April, 2010, with:

16

17

18

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

19

20 Cagy of the foregoing mailed this
12 day of April, 2010, to:

21

22

23

24

Robin Mitchell
Attorney, Legal Division
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, Arizona 85007

25

26

27

28

2
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3
April 7. 2010

.'lCNSTRLCTiON

Ms. Bonnie 0 (̀lonnor
Suulhwestem UtilityManagement
PO Box 85160
Tucson. AZ 85754
(so) 623-5172. fax (S'0) '92-0877

GREG CARLSON ENGINEERING. L.L.C
1*1 E 5t35wll Bus!-I8 lu:14ll AZ asv-a

53-524-WTC fa.usao»-s:+4ea1
HIIII asangiqaeng ha

Re: Southland Utility Water System GCE # l0-IH2

Dear Bonnie:

We have completed our initial modeling of the Southland l'!ilities Water Distribution
System. As you are aware. the objective for creating the system model was to unalyve the
system tr deficiencies and recommend system upgrades that would be appmpriaite to list
on Southwesncm Lf tilitv .\1anagemcntls "Opinion otlProbahle Cost (OP(̀ )".

This letter summarizes the tnttial results Rf tote system analysis. in the linus. this model
canbe used to createa Master PlanReport tr submittal along with any Approvalla
Construct applications with ADEQ.

We commend that an) system components replaced he upgraded as necessary at the

l i m e of replacement la provide customers with tire protection. The analysis presented
below addnesscs the upgrades that would be needed to pun ide tire flow.

The Southland system is divided into two pressure zones that are currently defined hy a
closed gale valve south otlBe\ ere SL Since Well l serves the zone south of the valve and

Well  " the area north. we will retier to the Inner as Zone l and Zone 2

respectively.

Some portions of the existing system lie within the City otlSierra Vista city limits. The
balance of the system lies within Cochise County. However. we determined that all of the
existing structures currently served by the system reside in the County portion. which is
under the jurisdiction Rf the Fry Fire District. The Fry Fire district has adopted the "006
lntcmational Building Code. Thcretbre. the residential tire flow requirement is L000
rpm br 2 hours and the commercial tire flow is l.5lX) rpm for the existing commercial
buildings based on square-tbolage. building type and whether sprinklers are installed.
Any future development in the City limits will also be subject to the '006 INC as the City
has also adopted that code.



Southland Utility Water System
GCE Project No. 10-012
Page " otl7

It was apparent alter field-testing the system that it cannot provide sufticicnt tire tbs in
either of the zones. The boosters at Well l have a combined capacity of 380 rpm The
boosters at Well " have a combined capacity of 1.017 rpm which is not enough to
provide the domestic demand concurrently with lire How,

The system docs not currently have adequate storage for an average day of peak month
demand as required by ARS Rl 8-5-503. The PMD for this system for one day is
approximately 251.770 gal. Tank I is a 6".000-gallon tank with a usable volume of
$8986 gallons (firm tills to discharge pipe elevation). Tank 2 ' . 165.000-gallon tank
with a usable volume of 1?.7.7"7 gallons. The existing system thetetOrc has a maximum
usable storage volume of 186.063 gallons and is not sutiicient.

The required 1.500 gpm- 1 hour tire flow equates to a storage requirement of l8o.olx»
gallons. The domestic demand tr the "-hour tire period equates Io 17.460. Thcrctbre. the
total storage available must exceed 197.460 gallons. The system storage is insuliicient tr
this storage requirement as well,

A tier an initial review of the system model, in was also elearh demonstrated that the
system pipes are not capableof providing tire flow even with upgrade boosters. The
tblkxwing discusses our pipe evaluation.

Scenario I- Erisring System
First. we modeled the existing system and calibrated the model using the Held test data
that we collected on the iv* otlFebruary. We analyzed the system tr tire flow capacity.
The red dots in Figure I indicate rmdcl nodes that tailed to saris to. the requirements of
the 2006 INC. A more detailed map with pipe color-coding and street names is also
attached the your relercncc.

: Iarhan Fnginecring""(ll0 I0-M *' Rerun 4-'F-lO'»04-7-I0-letter-nnnlcl ftsullulwz
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Figure I: Fire flow analysis results for existing system. All locality u fail.

Scenario 2- Increase Storage/Booster Capacigv
Then we modeled a scenario 'm which the booster capacity was increased by bringing
Tank 3 online and adding a booster at that location. The green dots in Figure 2 show the
locations that would satisfy the 2006 INC without any other improvements. These
locations are limited.

G:\Czrlsan Engineaingzoxou0-012\Rqlor|\4-7- 10~o4-7- I0-later-model llesultsdoc
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Figure 2: Tank 3 brought online with 350 rpm booster. Notice that some locations will pass fire flow
analysis (green nodes) without any other upgrades.

Scenario 3- Combine Zones
Next, we created a scenario with the two zones combined. The purpose for combining the
2 zones is to provide Zone I mess to the storage in Zone 2. Without the interconnect
between zones, Zone l will not have adequate tire storage. While the pressure in Zone I
will have to be reduced 23 psi to facilitate the connection, the pressures will still meet the
minimum requirements. Zone Z pressures will be increased 7 psi once the zones are
combined. Some small areas will have normal operating pressures that exceed 80 psi.
Homes in those areas will need to install individual PRVs on the private service lines.
The green dots in Figure 3 indicate a significant tire flow benefit from combining the

G:\Carlson Engin¢¢rh» g\2o1m1o-ox*mqwra4.7-xu» o4-7-1o-m¢¢t-mow x~:5unm0¢
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Anna. But the system piping would still be too small in certain areas to convey the
required f low.
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ng," 3: Tank 3 online with 350 rpm booster. and zones combined. Notice the sig ~'6canl benefit for
in Bow analysis. Pipe upgrades will now allow for other areas to neeeiw sufliciem lire flow.

Scenario 4- .4 ad Pipe Qrgrades
We then systematically determined where pipe upgrades arenecessary to provide
sufficient fire flow. Figure 4 shows that the pipe upgrades will provide for sutTlcient 'tire
law throughout the system More specific pipe sizes and locations are included in the
example OPC list attached. Youmay notice that some additional pipes have been added
to the system in areas around Kevin St and San Molino Street. Thee new pipes are a
result of conversation we had with Mike McKcamey, the Fire Marshal for the Fry Fire

He concluded that his department would not be able to access any life hydrants

G*(lldsun Enginea'i1t1g\20l0\l0-012\.Repon\4-7-l0\04-7-Io-laser-uunodd n:sulrs.doc
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Southland Utility Water System
GCE Project No. 10-012
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located in the alleys where the existing pipes are located. Therefore, new lines will need
to be placed in the stream where his tracks can access them
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Marshal has agreed that a reduction for these areas will be apprcn

Figure 4: Now with pipe upgraded. notice that all areas pass fire flow analysis. The two red nodes
failed because they have a commercial fire lluw requirement ( L500 rpm). The Fry Fire District Fire

'ed.

Prior to any design or construction, we recommend additional held-testing for the
tbllovving reasons. First. testing should be done to locate and correct the pmblcm that is
restricting flow to the Golden Vistas subdivision east of Campobello Road. The flow tests
performed on the two east~most hydrants in that subdivision revealed that there is some
obstruction. It is Melt that there are closed valves. The model indicates that the flow
Rom these hydrants should have been in the range of 850 rpm. When the hydrants were
opened, the flow was less than 180 rpm, Second, additional testing should be performed

G:\Car\son Engineeril\g\20lo\lD-012\Rxlpur!\4-7~l0'Q4-7-10-letter-(nnodcl lesnhadoc

1

I

t

1

it'

i



Southland Utility Water System
GCE Project No. 10-012
Page 7 otl7

w verify that the zones can be combined as models. Since no hydrants are currently in
place 'm Zone 1, no field tests were pertbzmed in the area that could verify the layout or
stale of the existing pipes. The model was created based in the performance observed at
the Well l site and the system layout given us by your ot'hlce.

A detailed and prioritized list of system upgrades with quantities in a format similar tn
your preliminary OPC is attached. The costs listed are those provided by your office.
Please note we have included items in addition to those discussed above. These items are
en the list based on conversations we have had. We also prepare an explanation tr each
item to be submitted with the OPC as requested by the ACC. Since the costs on the OPC
were provided by your office, the explanations of costs were also given to us by your
Stahl

If you have any questions with regard to this letter or its attachments, please terrel Her to
contact our oFfice at (520) 624-0070.

Sincerely.
GREG C4RLSOFV EEVGIIYEERLNC v LLC'

,F 4
i

I
1

,fl/m f / 1

n Greg Carlson. PE
" 0 - W

,4 llachmentsf OP(` list
fhplanaxion Qr OPC
OPC s_v.v1em upgrade map
Existing S_v5tem Model Map
Southland Service .4 Rea and (`i¢_v Limit; Map

G;.Carlson Enginccringlfll0~I0-011 .RLwm4-7- I H'4)4~7- I 0-ldter~mode| resullsduc
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1 Onsite (Jencrator 848 KW 1 LS S64 _ S00 . 00 8@_i£>fl .QQ

System Pipe L'pgrades1'Repairs

Replace Distributive Mahzs

2

P-inch pipe along Campobello
Ave alignment between Goldfinch
Cr and Wakefield S:

Approx 3.85(J. LF $60.00 Sq C* I .iI£)U.0<.)

3 6-inch pipe Kensington St Approx L850' LF S"8.(l0 SO v.s<m*(;><>

4 6-inch pipe Kevin 9: Approx L3=Q' LF S2800 x8",3f;1l,£lr;2

4 6~inch pipe Bevels San Pedro L-1*-=,'A PPYGX Lr 328.130 $4*,"i1(x,1;f3

6
12-inuh pipe akmg undiden Acres

Draw
Approx 3.500` LF 360.00 so if3.€lf){}.€}€}

i f4*

8~inch pipe to replace *" pipe

running south fiwirm ¢iiaidvn Abram

Drive: near So? Storage area,

Approx 420' L F 8425.130 S x 8.4Q>il wt)

2
S» inch pipe Hum Finch Crm
Buffalo Sniaiier

3-I3I39~A pprWx L? 5845 ,GU ?bi §**9€8;'i,l¥Q8

q
8- inch pipe to replace same 9? *"

8: 4" east~we~st v€rf¢> near Bt1t'tlt'alo

Sold i er

Approx !.7i30` Lr $241390 i334 .§im(i) 1314;

10
l8~incb pipe from Bevert> to Penny

Lane
Approx 658 LF 368.98 S8*?,{3(}{},£3i3

al 6-inch pipe Pony Lane -'\Pprc» x .3 ~'~?(v LF 323.00 $9.2£}i§M£§

IN 8~inch pipe Penny Lane Approx 3gQ* Ll: 345 ,OO ' S n in)<;u;f;;

13 ¥3~in4:i*= pipe Perm Lark Approx L8:= LF 360.00 S?<)3t1c}.fi143

14 8-inch pipe Perm; to San ,\1awo »"\Pptox 650. I F $45.00 ~2'?t.§I? in;

18
8-inch 'Zan Mates to alley snub of
San Mateo

8=88`Approx LF $45.90 385 T;8i}il{;¥

la
8-inch pipe Ailcv scauxh of San

Mateo to San Moifno
Approx 700` LF $45.00 S8 I .5u(2.uI§

17 8-inch pip¢ San Moline Approx Lf>50` LF 445.00 S*4.*.5¥3.l10

Bring To-nk 8 ma Uperatifm

18 News 6" Tank 8 :Eli line Approx '50. LF S'8,Qu <'*,7_{l()i) £945

w
8" discharge pipe 1Tc>m rank Iv

Golden Acres Drive
Approx *SQ LF 3*5,00 S J T'8¢ }Q11'§

.4 4
'k* »

: W e Bnoszen al Tank 3

Eu Buster Pumps End Suciiml 1 $42 858-gpm L38 S8777(}i') 5S I .*4{}£

SOUTHLAND UTILITIES
OPiNION OF PRCBABLE COST

Back»upGenerator
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21
Fillings. valves. check we: and

manifold setup
LS Sl5.u00.00 St *.l)i)(.» iN

1,Av Electrical br Tank 8 location I Ls 548900.00 S~l*'.iJl.N.\ cm \

Install Fire H_vdrann

23
Hydrants tKensinglon between Sam

Pedro and Louise I
3 E A SL04().0() S_§-lll.')' Y

24
I-lydranls IKe\ in bergen am
Pedro and Luuisea

3 E A S l 1140.00 S.1}PI.1.\nl

Zs
Hvdranls WB;-vers beuvcen San

Pedro and Louise)

4
_1 EA Sl.h40.00 S4.Q*u.(\U

26
Hvdranl tSar Pedro ncvnh of

K¢l1§1D2lON I
I E .=\ S I .(>4(\.0l) S I .(»-linn

27
lhdrann 150J4.\. :men ab in Golden

Meadows \o. ' I
l a

|
A s I .6-l0.0l.l S I6.-U.ll1.()l.ll

za

llydmnls l\'car in development
no r bus ham otfof BuB':llo
Soldiers

*U EA Sl .6-$().()(l S.1.Q'1.l UP

29 Hydrants¢Pcnn} Lam:) q ll.\ S \ .¢» 40.uu Se_:\Hl_(Iu

30 I.hdrunts l>an \1azccu ~: La S I .6-10.00 go Wu) HCI

31 H)-drann nun \lQiEn\n 5 E .-\ s I .6-$0).00 \8 *Nm in

Combine Zones

JZ landis i duai  Prn. a:e PR\.3 APF'f0\ 'Q E.\ .Snsol 4.314 ally

St BTOTA L §l.§8l.2\Nnn

MET! costs

Admire>lralion and legal ties
'"' is of

(fonstrucxWn

Cos!

.as<"4.4*'

Engineering l`cc>

;o -1 0i

Cnnsrruczinn

L He!

So ! ,Ilf\(J."ll

Sur wm hemcch. enc

I n n of

Constmcliun

C QM

St" '18-.44

Prn)4.cl in>pv.ulinn fees

10 u of

C()l'\§(\'UCliON

Cos t

SI"."'8.44

TOTAL s s .83 1.8 l~=..=h'

SOUTHLAND UT\LlTlES
OPINION OF PROBABLE COST
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Southland Utilities
Explanation of Opinion of Probable Cost

Item 1 Onsite Back-up Generator

Explanation of Need
The Southland system is prone to power outages. The outages are long lasting.
Since both System l and System 2 rely on boosters for pressure and have no
gravity storage tanks, back-up power is essential for ensuring continuous service
to customers. Outages have been occurring as much as 6 times per year and tend
to last for 3 to 5 hours. Once the two pressure zones are combined, the generator
will be able to supply the entire Southland Water system with water from the
Well 2 site.

The generator should be portable so that it can be moved from site to site if the
outage lasts long enough to drain one of the Tanks.

Priority
Installing a back-up generator should be Is[ priority to ensure continuous service
to customers.

Explanation of cost
The opinion of probable cost is based on past projects and bids.

Items 2-17 System Distribution Main Replacement

Explanation of Need
A pipe replacement program is proposed due to the age, condition, and
composition of the existing pipe distribution system. The existing distribution
system is 1960s era asbestos cement pipes. The isolation valves are old and
many of them are now inoperable. Presently, as these pipes are being replaced
due to leaks and ruptures, the maintenance crew is replacing the broken portions
with PVC pipe and having to use costly AC-to-PVC transition couplers for the
repairs.

The existing distribution mains are not adequately sized to provide fire flow to
the residential population. Since the waterlines and most of the valves will be
replaced, it makes sense to upgrade the lines to provide fire flow. The upgrade
locations and pipe sizes listed are based on the results of a hydraulic analysis of
the system. Once these upgrades are installed, the distribution system will be
capable of delivering the minimum required tire flow to the residences, and
commercial areas near the west end of Golden Acres Drive and near Buffalo
Soldier Trail. The target lire flow is 1,000 rpm for residential, and 1,500 rpm
for the commercial a r ea s as required by the 2006 International Fire Code based
on the existing building types and sizes.

In addition, some of these mains are in alleys with limited access and should be
relocated to the street fronts. Further, the Fry Fire District has indicated that

Page 1 of 3



Southland Utilities
Explanation of Opinion of Probable Cost

they cannot access the alleys where some existing pipes are located. These
areas include the alleys in the Kensington St/Kevin St area and the San
Mateo/San Molino Area.

Priority
Pipe replacement is 2nd priority and should be the focus after securing back-up
power supply.

Explanation of cost
The opinion of probable cost is based on past prob acts and bids. Cost includes
installation and fittings.

Items 18-19 Bring Tank 3 into Operation

Explanation of Need
The system does not currently have adequate storage for an average day of peak
month demand as required by AAC Rl8-5-503. The PMD for this system for
one day is approximately 251,770 gal. Tank l is a 62,000-gallon tank with a
usable volume of 58,286 gallons (from full to discharge pipe elevation). Tank 2
is a 165,000-gallon tank with a usable volume of 127,777 gallons. The existing
system therefore has a maximum usable storage volume of 186,063 gallons and
is not sufficient. Bringing online Tank 3, which is an identical tank to Tank 2
and is already installed, would increase the system storage to 313,840 gallons.

The additional storage will also help alleviate water shortages if and when water
supply wells become inoperable due to mechanical failure or aquifer production
issues, which can occur during peak Summer demands.

Priority
Bring Tank 3 online is also 2nd priority.

Explanation of cost
The opinion of probable cost is based on past prob ects and bids. Cost includes
installation.

Items 20-22 New Boosters at Tank 3

Explanation of Need
with Tank 3 brought online, boosters will be needed at that site. An added
benefit is that these boosters will increase the capacity of the system such that it
can provide fire flow.

Priority
Boosters are also 2nd priority and must occur to bring Tank 3 online.

Explanation of cost

Page 2 of 3



Southland Utilities
Explanation of Opinion of Probable Cost

The opinion of probable cost is based on past projects and bids. Cost includes
installation.

Items 23-31 Hydrant Installation

Explanation of Need
Once the distribution mains have been replaced and upgraded where required,
and the boosters at Tank 3 are installed, it will make sense to install hydrants
were structures are located.

Priority
Hydrants are also 2nd priority and must occur to make sense of upgrading the
replaced distribution mains for fire How.

Explanation of cost
The opinion of probable cost is based on past prob ects and bids. Cost includes
installation.

Items 32 Combine Zones

Explanation of Need
Combining the two existing zones by adjusting booster pressures and opening
the closed zone valve is the best option for providing fire flow capacity to Zone
1. The connection will allow for Zone l tire flow to utilize the fire storage
provided by Tanks 2 and 3.

A handful of residences east of Campobello on Finch Circle and Goldfinch
Circle may need to install individual private PRVs but would remain a part of
the main pressure zone. Any private service with pressure 80 psi or above
should have PRVs installed.

With the new zone configuration, the company will be able to provide water to
all customers from Well 2 with the backup generator if there is a power outage.
All locations in the entire system will also have access to all of the storage in
the system.

Priority
This item is dependant on the other upgrades occurring.

Explanation of cost
The opinion of probable cost is based on past prob ects and bids. Cost includes
installation

Page 3 of 3
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EXHIBIT 2



BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

1

2

3

4

5

6

KRISTIN K. MAYES, CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

APPLICATION OF SOUTHLAND
UTILITIES COMPANY, INC. FOR AN
INCREASE IN ITS WATER RATES

DIRECT TESTIMONY OF
soon s. ROWELL IN SUPPORT OF
SECOND AMENDED RATE
APPLICATION

Q-1 Please state your name and current employment position:

A-1 My name is Soon S. Rowell, and I am a Certified Public Accountant and

managing member of Desert Mountain Analytical Services, PLLC.

Q-2 Describe your educational and professional background:

A-2 I have a Bachelor of Science Degree in Accounting from Arizona State University,

as well as my CPA certification from the Arizona State Board of Accountancy. I

have worked for many years in the practice of public accounting, and have held

part-time teaching positions at Mesa Community College. After employment with

the Utilities Division of the Arizona Corporation Commission for four years, I

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

started DMAS and now specialize in regulatory accounting and consulting.

1



1
Q-3 By whom are you employed and in what capacity?

2 A-3 I have been retained Southwestern Utility Management, Inc. to perform a financial

3
analysis of the books and records of Southland Utilities Company, Inc.

4

("Southland or Company") in order to prepare rate and finance applications for
5

6 submittal to the Arizona Corporation Commission.

7
Q-4 What is the purpose of your testimony?

8

A-4 The purpose of my testimony is to present my analysis and recommendations
9

10 concerning the development of the Company's gross revenue requirement, taking

11 into account adjusted rate base, adjusted operating income, working capital

12
requirements, the current rate of return for the historic twelve month period,

13

required operating income, the proposed rate of return, and other relevant factors. 1
14

15 will also sponsor certain exhibits in support of the amended rate and finance

16
applications.

17

18 Q-5 Are these schedules for the rate and financing applications amended from the

19 filing made by Southland in October of 2009?

20
A-5 Yes. Substantially all of the schedules required at least minor changes due to plant

21

22
elements changing in the finance application. This change flows to the other

23 schedules and impacts the financing amount, rate base, depreciation expense,

24
income taxes, the revenue requirement, and finally rate design, along with all the

25

other subsidiary schedules between. As a result, these amended applications
26

27 supersede the rate and finance applications tiled in October 2009 in their entirety.

28

2



1

2
Q-6 Are there any new schedules contained within the amended applications?

3 A-6 Yes. The rate case application contains two new schedules that did not appear in

4
the original application. Amended Schedule C-2a and C-2b contain details of the

5

income tax expense calculations for the adjusted test year and the proposed year,
6

7 respectively.

8 Q-7 Can you explain the reasons for the amended rate and finance applications?

A-7 The initiation of the amended applications was driven by the revised Opinion of
9

10

11

12

Probable Costs for the plant improvements to be financed by the WIFA loan. The

amount of the financing requested has been decreased to $1,825,941, which is the

13

$1,331,319 reflected on the revised OPC and the refinancing of the $494,622 short

term loan used to purchase the storage tanks, and put one of them into service.

14

15

16

17

Q-8 What about the other storage tank?

A-8 The second storage tank was not in service at the end of the test year. As a result,
18

19

20

I reclassified 50% of the total cost of the tank prob acts thus far ($605,851 /2

$302,925) from account 330.1 .-. Storage Tanks, to Plant Held for Future Use.

21
Q-9 Does the Company plan to put the second tank into service?

22

A-9 Yes. The Profonna adjustments to plant for the WIFA loan include the
23

24 851,331,319 from the revised OPC as well as the $302,925 from Plant Held for

25
Future Use ($1,634,244). My understanding is that the Company proposes

26

27

28

bringing the second tank into service to help supplement water supplies, and in

3



combination with the replacement of water lines, this second storage tank will also

2 provide the necessary fire flow capacity.

3
Q-10 Please summarize the Company's proposal.

4

A-10 The Company is seeking an increase in gross revenue of $358,072, or a rate
5

6 increase of 255.02%, to pay for needed system upgrades and improvements as set

7 forth in Exhibit 1 of the rate application.
8

Q-11 What is the basis for your recommendation?
9

10 A-11 I analyzed the Company's records to determine its adjusted revenues and expenses

11 during the test year ending December 31, 2008, as well as plant in service as of

12

December 31, 2008. Next, I calculated the proposed revenue requirement in order
13

14 to ensure the Company can earn sufficient revenue to pay the debt service on the

15 proposed WIFA loan, and pay operating expenses that will enable the Company to

16
provide adequate and reliable water service. Based upon my analysis, I have

17

18 prepared the schedules in accordance with A.A.C. Rule 14-2-103 that are set forth

19 in Application Exhibit 3, which I adopt as part of my testimony.

20
Q-12 Regarding Application Schedule B-2, please explain proforma plant

21

22
adjustment 1 for $1,634,244.

23 A-12 The Company has simultaneously submitted a financing application to borrow

24
money from WIFA to make substantial improvements to the system, and bring a

25

26
second storage tank into service. Further details of this amount are contained

27 within the amended financing application.

28

4



1
Q-13 Regarding Application Income Statement C-1, why was the adjustment (A) to

2 other water revenue for ($255) made?

3
A-13 This adjustment removes a non-recurring credit balance in bad debt expense that

4

was written off during the test year.
5

6 Q-14 Please explain adjustment (B) to Outside Services for $48,561.

7 A-14 The actual amount of expense for outside services during the test year was
8

$60,194. The majority of this amount can be attributed to monthly accounting
9

10 fees ($23, 155) incurred prior to, and during the transition to a management

11

12

agreement with Southwestern Utility Management, Inc. ("SUM"), as well as

$4,260 for a certified operator prior to management by SUM. Additionally, test
13

14 year outside services included $27,224 for management fees paid to SUM for

15 partial year representation. Once the two non-recurring expenses (3323, 155 and

16
$4,260) are removed from the test year as well as the $27,224 for partial year

17

management fees, outside services is reduced to $5,555. To that amount I. added18

19

20

an entire year's worth of management fees related to the contract with SUM in the

amount of $103,200, which is the average amount per month of $8,600 for 12
21

22
months, which results in the test year adjusted amount of $108,755.

23 Q-15 On that same schedule, why did (C) increase rate case expense by $8,333?

24

25

A-15 Expenses related to this rate case and the associated financing application are

estimated to be at least $25,000 to $30,000. The adjustment is based upon
26

27 $25,000 amortized over three years.

28
Q-16 What are factors in the $58,046 adjustment (D) to depreciation expense?

5



A-16 The adjustment is comprised of two factors. Revised proposed depreciation rates
1

2 based upon Staff" s standard recommended rates, and proforma depreciation

3
expense for the plant improvements proposed to be constructed with the proceeds

4

of the WIFA loan.
5

6 Q-17 Why did you reduce income taxes by $81,583 in adjustment (E)?

7 A-17 Schedule C-Za details the calculation for income taxes for the adjusted test year.
8

Q-18 Why did you make adjustments (F), (G), and (H) to other income and
9

10 expenses below test year operating income?

11

12

A-18 They reflect adjustments for non-recurring items that happened during the test

year, and as such is only appropriate to remove them from the income statement.
13

14 Adjustment (F) removes interest income (892,285) that is non-recurring due to the

15 current lack of funds to invest. The $12,685 reduction to non-utility income

16
reflected in (G) is due largely to insurance reimbursements for a fire at a trailer

17

18 previously used as an office prior to the management agreement with SUM.

19 Adjustment (H) removes an expense ($30,677) related to the write off of an

20
amount due from Sanitation, a previous tenant of the utility.

21

22
Q-19 Adjustment I increases interest expense by $89,993, please explain.

23 A-19 The proposed WIFA loan of $1,825,941 is amortized over a 20 year term at a 5%

24
interest rate. As the final terms of the loan have yet to be determined, these

25

amounts are estimates, however, $90,058 is calculated to be the interest expense
26

27

28

for the first year (not including debt reserve and WIFA fees). This projected

6



Required operating income per
Schedule A-1, Line 4
(numerator)

$110,264

Projected annual debt service
amount (denominator)

$144,605

Numerator/denominator : DSCR .763

1
WIFA interest amount is offset by a $65 adjustment to remove non-recurring

2 interest expense.

3
Q-20 How did you calculate the amount of $358,072 for adjustment (J)?

4

A-20 The proposed increase amount to metered water revenue is calculated on
5

6 Amended Schedule A-1, and appears on line 13. As reflected on that schedule, I

7 based it on operating margin.
8

Q-21 Why did you base the revenue requirement on the operating margin?
9

10 A-21 The return on rate base method results in operating income of $110,264 and an

11 operating margin of28% ($110,264 / ($140,411 + $253,434), does not generate

12
sufficient revenue to produce a debt service coverage ratio ("DSCR") of 1.25.

13

14 Q-22 What is the DSCR under the return on rate base method?

is A-22 The DSCR is .763, which is well below the WIFA preferred DSCR of 1.25,

1 6

17
calculated as follows:

18

19

20

21

22

23
Q-23 Does this mean you adjusted the operating margin percentage, thereby

24

25 increasing the revenue requirement, so the DSCR calculated to at least 1.25?

26

27

If so, why?

28

7



1
A-23 That is correct. I did not feel an increase to the revenue requirement that resulted

2 in a projected DSCR of .763, produced by the return on rate base method, was

3
sufficient to cover operating expenses and service the WIFA debt, therefore

4

5
putting the utility's solvency at risk. As detailed on Schedule A-l, (lines 9

6 through 16) the operating margin for Southland must be at least 36.26% in order

7 for the DSCR to calculate to 1.25 under the Company proposed scenario in the
B

applications.
9

10 Q-24 Please provide the calculations behind the adjustment (K) to income taxes for

11 $116,836.
12

A-24 My calculations for the income tax adjustment at proposed revenue are detailed on
13

14 Schedule C-2b.

15 Q-25 Does this conclude your testimony?

16
A-25 Yes.

17

18

19

20

21

22

23

24

25

26

27

28

8



EXHIBIT 3
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$ 498,483
36.26%

180,760$

9. Proposed Revenue
10. Required Operating Margin

l 1. Required Operating Income (9 x 10)

$

$

241,237
1 .4843

358,072

12. Operating Income Deficiency (11 - 2)
13. Gross Revenue Conversion Factor
13. Increase in Gross Revenue Requirements (12 x 13)

$ 180,760
144,605

1.25

WIFA DSCR check calculation
14. Proposed Operating Income
15. Annual Proposed Debt Service Amount
16. Debt Service Coverage Ratio (14 / 15)

Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule A-1
Title: Computation of Increase in Gross
Revenue Requirements.

Required for:

Explanation:

Schedule showing computation of increase in
gross revenue requirements and spread of revenue
increase by customer classification.

All Utilities
Class A
Class B
Class C
Class D

Special Reqmt

RCND

(a)
(b)

1.

2.

3.

4.

5.

Adjusted Rate Base
Adjusted Operating Income
Current Rate of Return
Required Operating Income
Required Rate of Return

Original Cost
$ 2,029,253 (a)
S (60,477) (b)

0.00%
110,264

5.43%
$

$

(c)

6.

7.

8.

Operating Income Deficiency (4 - 2)
Gross Revenue Conversion Factor
Increase in Gross Revenue Requirements (6 x 7) $

170,741

1.4843 (c)
253,434

Customer
Classification

Adjusted
Revenue at

Present Rates

Revenue at
Proposed

Rates

Dollar
Increase

Percent
Increase

$ 125,605
10,108

$ 450,954

42,831
$ 325,349

32,723

259.03%
323,72%

(d)

4,698 0.00%
255.02%

Residential
Commercial
Industrial
Other
Total s 140,411 $

4,698
498,483 $ 358,072

Note: For combination utilities, the above information should be presented in total and by department.

Supporting Schedules;

(a) B-1 (c) C-3

(b) c-1 (d) H-1



Southland Utilities Company, Inc.
Test Year Ended December 31 , 2008

Amended Schedule A-2

Title: Summary Results of Operations

Explanation:

Schedule showing comparative operating results for
the test year and the 2 fiscal years ended prior to the
end of the test year, compared with the projected year.

Required for: All Utilities X

Class A

Class B

Class C

Class D

Spell Reqmt

Prior Years Test Year Protected Year

Description

Year End Year End

3 l -Dec-06 31-Dec-07

(a) (a)

Actual

Rates

(21)

Adjusted

Rates

(b)

Present

Rates

(c)

Proposed

Rates

(c)

1. Gross Revenues

2. Revenue Deductions & Operating Expenses

3. Operating Income

4. Other Income and Deductions

5. Interest Expense

6. Net Income

s 143,769

(127,504)

s 16,265 $

3,206

(67)

19,404 $$

s 143,460 $

(149,397)

(5,937) s

3,332

(165)

(2,770) $

140,666 $ 140,411 $ 140,411 $ 498,483

(167,530) (200,888) (200,888) (317,723)

(26,864) $ (60,477) $ (60,477) 8 180,760

(15,707) - -

(65) (90,058) (90,058)

(42,636) $ (150,535) $ (150,535) $

(90,058)

90,702

$ 48.51 s (6.93) $ (l06.59) $ (37634)

0.00%

9.08%

10.78%

11.33%

20.43%

24007.46%

0.00%

-1.24%

-1.03%

-1.99%

-1.51%

-1141.21%

0.00%

-9.67%

-8.45%

-28.24%

-24.58%

-58789.9l%

0.00%

-34.15%

-22.53%

-99.70%

-86.79%

-94.93%

-10. la%

-7.53%

-132.55%

-86.79%

-94.93%

6. 14%

4.54%

79.87%

52.29%

244.70%

7. Earned Per Average Common Share*

8. Dividends Per Common Share*

9. Payout Ratio*

10. Return on Average Invested Capital

ll. Return on Year End Capital

12. Return on Average Common Equity

13. Return on Year End Common Equity

14. Times Bond Interest Earned - Before Inc Tax

15. Times Total Interest and Preferred Dividends

Earned - After Income Taxes -2886l.l9% 1778.79% 65694.53% 267.15% 267.15% -0.71%

Supporting Schedules:

(a)E-2

(b) c-1

(c)F-l

*Optional for projected year



Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule A-4

Title: Construction Expenditures and
Gross Utility Plant in Service

Required tr: All Utilities
Class A
Class B
Class C
Class D
Spec] Reqmt

X
Explanation :

Schedule showing construction expenditures, plant placed
in service and gross utility plant in service for the test year

and the 2 fiscal years ended prior to the end of the test year,
compared with the projected year.

Construction

Expenditures

Net Plant
Placed

In Service

Gross Utility

Plant In
Service

Year (a) (b)

1. Prior Year 1 - 2006
2. Prior Year 2 - 2007

3. Test Year - 2008
4. Projected Year l
5. Projected *
6. Projected *

$ 29,768
89,689

487,802
1,331,319

$ 13,967 $
(1,609)

291,976
1,634,244

489,724
488,115
780,091

2,414,335

* Required only for Class A and B Utilities

NOTE: For combination utilities, above information should be presented in total and by department.

Supporting Schedules:

(a) F-3

(b) E-5



Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule B-1
Title: Summary of Original Cost

and RCND

Required for: X
Explanation:

Schedule showing elements of adjusted original cost
and RCND rate bases.

All Utilities
Class A
Class B
Class C
Class D
Spec] Reqmt

Original Cost
Rate Base*

RCND
Rate Base*

$

$

2,414,335
(398,206)

2,016,129 (a) (b)

3,182 (<=>
6,196 (c)

(c)
(c)

1. Gross Utility Plant in Service
2. Less: Accumulated Depreciation
3. Net Utility Plant in Service
Less:
4. Advances in Aid of Construction
5. Contributions in Aid of Construction
Add:
6. Allowance for Working Capital
7. Total Rate Base $

22,501 (d)
2,029,253 (e>

(d)
(e)

* Including pro forma adjustments

NOTE: For combination utilities, above information should be presented in total and by department.

Supporting Schedules:

(a) B-2 (d) B-5

(b) B-3

(c) E-1

Recap Schedules:

(e) A- 1



Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule B-2
Title: Original Cost Rate Base

Proforma Adjustments

Explanation:

Schedule showing pro forma adjustments to gross plant
in service and accumulated depreciation for the original

cost rate base.

Required for: All Utilities

Class A

Class B

Class C

Class D

Spell Reqmt

Actual at End
Of Test Year (a)

Pro forma

Adjustment

Adjusted at End
Of Test Year (b)

$ $ 1,634,244 1 $l. Gross Utility Plant in Service
2. Less: Accumulated Depreciation
3. Net Utility Plant in Service $

780,091
(398,206)
381,885 $ 1,634,244 $

2,414,335

(398,206)
2,016,129

All proforma alyustments should be adequately explained on this schedule or on attachmentshereto.

1 Adjustment to include plant improvements constructed with proceeds of WIFA loan, and

Property Held for Future Use brought into service.

WIFA Construction per OPC

Property Held placed in service

Total Proforma Adjustment $

S 1,331,319
302,925

1,634,244

NOTE: For combination utilities, above information should be presented in total and by department.

Supporting Schedules:

(a) E- 1

Recap Schedules:

(b) B-1



Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule B-5

Title: Computation of Working
Capital

Explanation:

Schedule showing computation of working capital allowance.

Required tor: All Utilities Y
Class A
Class B
Class C
Class D .
Spell Reqmt

Amount

s 1,204
l. Cash working capital
1/24th Purchased Power

1/24th Purchased Water

1/8th Operation & Maintenance Expense

2. Materials and Supplies Inventories
3. Prepayments
4. Total Working Capital Allowance $

21,048
- (a)
249 (a)

22,501 (b)

NOTES :

l. Adequate detail should be provided to determine the bases for the above computations.

2. Adjusted test year operating expenses should be used in computing cash working capital requirements.

3. Combination utilities should compute working capital allowances for each department.

Supporting Schedules:

(a> E- 1

Recap Schedules:

(b) B-1



Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule C-1

Title: Adjusted Test Year Income

Statement

Required for:

Explanation:
Schedule showing statement of income for the test year,
including pro forma adjustments.

All Utilities

Class A

Class B

Class C

Class D
Specl Reqmt

Actual for Test
Year Ended (a)

31-Dec-08 Ref

Proforma
Adjustments

(b)

Test Year

Results After
Pro Forma

Adjustments Ref

Proposed

Rate
Increase

Adjusted Test

Year With
Rate Increase

$ J $ 358,072 $

Description
Operating Revenues:

461 Metered Water Revenue

474 Other Water Revenue

135,713
4,953 A

$

(255)

135,713

4,698

493,785

4,698

Total Operating Revenue $ 140,666 $ (255)  s 140,411 $ 358,072 $ 498,483

$ $ $

28,895 28,895 28,895

25,903

13,079
60,194
6,087

B 48,561

25,903

13,079
108,755

6,087

25,903

13,079
108,755

6,087

2,308

1,204

2,308
1,204

2,308
1,204

C 8,333

Operating Expenses:

601 Salaries & Wages
610 Purchased Water

615 Purchased Power

618 Chemicals
620 Repairs & Maintenance
621 Office Supplies and Expense

630 Outside Services
635 Water Testing
641 Rental Expense

650 Transportation Expense
657 Insurance - General Liability
659 Insurance - Health and Life

666 Rate Case Expense
675 Miscellaneous Expense
403 Depreciation & Amortization

408 Property Taxes
408. ll Taxes Other Than Income

409 Income Taxes

2,717

15,153
7,632

D 58,046

8,333
2,717

73,199
7,632

8,333
2,717

73,199
7,632

Total Operating Expenses

$

$

4,358 E

167,530 $

(81,583)

33,357 $

(77,225) K

200,888 $

116,836

116,836 $

39,611

317,723

OPERATING INCOME/(LOSS) $ (26,864) s (33,612) s (60,477) (c) $ 241,237 $ 180,760

$ F

G
H
I

$ s
Other Income/(Expense):

419 Interest Income

421 Non-Utility Income
426 Miscellaneous Non-Utility Expenses

427 Interest Expense
Total Other Income/(Expense) $

2,285

12,685
(30,677)

(65)
(15,772) $

(2,285) $

(12,685)
30,677

(89,993)
(74,286) $

(90,058)
(90,058) S $

(90,058)
(90,058)

NET INCOME/(LOSS) $ (42,636) $ (107,898) $ (150,535) $ 241,237 $ 90,702

Note: For combination utilities, above information should be presented in total and by department.

Supporting Schedules:
(a) E-2 (b) C-2

Recap Schedules:

(c) A-1
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Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule C-2a
Title: Income Statement Proforma

Adjustments

CALCULATION OF OPERATING INCOME ADJUSTMENT E
TO TEST YEAR INCOME TAX EXPENSE

STATE INCOME TAX CALCULA TION:

s (137,702)Operating Income/(Loss) Before Taxes
Less:

Estimated Interest Expense
Arizona Taxable Income s

(90,058)
(227,760)

Arizona Income Tax Rate 6.9680%

Arizona Income Tax Expense s (15,870)

FEDERAL INCOME TAX CALCULA TION:

$ (137,702)

$

Operating Income/(Loss) Before Taxes

Less :

Arizona Income Tax

Estimated Interest Expense

Federal Taxable Income $

(15,870)

(90,058)

(243,630)

Federal Income Tax Rate 25.1836%

Federal Income Tax Expense $ (61,355)

Adjusted Test Year Income Tax Expense $ (77,225)
4,358Test Year Income Tax Expense

Total Adjustment E to Income Taxes $ (81,583)



Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule C-2b
Title: Income Statement Proforma

Adjustments

CALCULATION OF OPERATING INCOME ADJUSTMENT K
TO PROPOSED INCOME TAX EXPENSE

$ 498,483
278,113
90,058

Revenue
Operating Expenses Excluding Income Tax

Estimated Interest Expense

Arizona Taxable Income

Arizona Income Tax Rate

$ 130,312
6.9680%

Arizona Income Tax Expense S 9,080

Federal Taxable Income $ 121,232

Federal Tax on let Income Range ($l - $50,000) @ 15%

Federal Tax on 2nd Income Range ($50,00l - $75,000) @25%
Federal Tax on 3rd Income Range ($75,00l - $l00,000) @34%
Federal Tax on 4th Income Range ($l00,00l - $335,000) @ 39%
Federal Tax on 5th Income Range ($335,00l - $loM) @ 34%

Total Federal Income Tax Expense

$ 7,500
6,250
8,500
8,281

Combined Federal and State Income TaX Expense $

30,531

39,611

Adjusted Test Year Income Tax Expense (77,225)

Adjustment to Proposed Income Tax Expense s 116,836

Applicable Federal Income Tax Rate 25.18%

$ 180,760
(60,477)

Required Operating Income
Adjusted Test Year Operating Income/(Loss)

Proposed Increase In Operating Income $ 241,237

Income Taxes On Proposed Revenue

Income Taxes On Test Year Revenue

Proposed Revenue Increase For Income Taxes

$ 39,611
(77,225)

$ 116,836

Total Proposed Increase In Revenue $ 358,072



Southland Utilities Company, Inc.

Test Year Ended December 31 , 2008

Amended Schedule C-3

Title: Computation of Gross Revenue

Conversion Factor

Required for:

Explanation:

Schedule showing incremental taxes on gross revenues and
the development of a gross revenue conversion factor.

All Utilities
Class A
Class B
Class C
Class D
Spell Reqmt

Description Calculation

Revenue 1.0000

Combined Federal And State Tax Rate
Rounding adjustment

(03215)
(0.0048)

Subtotal 0.6737

Gross Revenue Conversion Factor = 1/Operating Income % 1.4843

CALCULATION OF COMBINED FEDERAL AND STA TE TAXRATE:

Operating Income Before Taxes (Arizona Taxable Income)

Arizona State Income Tax Rate

Federal Taxable Income

Federal Income Tax Rate

Effective Federal Income Tax Rate

100.0000%

6.9680%

93.0320%

25.1836%

23.4288%

Combined Federal And State Income Tax Rates 32.1516%



Southland Utilities Company, Inc. Amended Schedule D-1

Title: Summary Cost of CapitalTest Year Ended December 31, 2008

X

Explanation:

Schedule showing elements of capital structure

and the related cost.

Required for: All Utilities
Class A

Class B
Class C

Class D

Spell Reqmt

Invested Capital Amount

End of Test Year

Cost Composite

Rate (e) Cost %% Amount

End of Projected Year

Cost

Rate (e)°/o

Composite

Cost %

Long-Term Debt (a) S $ 1,825,941 91.33% 5.00% 4.57%

Short-Term Debt (a) 494,622 74.04% 2.19% 1.62%

Common Equity (c) 173,443 25.96% 10.00% 2.60% 173,443 8.67% 10.00% 0.87%

Total $ 668,065 100.00% 4.22% $ 1,999,384 100.00% 5.43%

Supporting Schedules:

(a) D-2

(b) D-3

(c) D-4

(d) E- 1

Recap Schedules:

(e) A-3



Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule E-1
Title: Comparative Balance

Sheet

Required for:

Explanation:

Schedule showing comparative balance sheets at the end of the
test year and the 2 fiscal years ended prior to the test year.

All Utilities

Class A

Class B

Class C

Class D
Spell Reqmt

Test Year At
31-Dec-08

Prior Year
31-Dec-07

Prior Year
31-Dec-06

$ 780,091
302,925

$ 488,115 $ 489,724

ASSETS
Property, Plant & Equipment: (a)

101 Utility Plant In Service
103 Property Held for Future Use
105 Construction Work in Process
108 Accumulated Depreciation

Total Property Plant & Equipment $

(398,206)
684,810 s

107,099
(406,619)
188,595 $

15,801

(400,227)

105,298

$ 18,205

198

10,854

$ $
Current Assts:

131 Cash
135 Temporary Cash Investments
141 Customer Accounts Receivable
146 Notes/Receivables from Associated Companies
151 Plant Material and Supplies
162 Prepayments
174 Miscellaneous Current and Accrued Assets

Total Current Assets $

249
12,757
42,263 $

15,824
6,116

10,780
82,922
2,961

74
13,567

132,244 $

15,148
7,054

11,374
78,212
4,087

92
11,883

127,850

TOTAL ASSETS $ 727,073 s 320,839 s 233,148

$ S $

LIABILITIES and CAPITAL
Capitalization: (b)

201 Common Stock Issued
211 Paid in Capital in Excess of Par Value
2 l5 Retained Earnings

Total Capital s

6,000
190,153
(22,710)
173,443 $

6,000
135,692
41,230

182,922 $

6,000
135,692
(46,727)
94,965

Current Liabilities:
231 Accounts Payable
232 Notes Payable (Current Portion)
235 Customer Deposits
236 Accrued Taxes
241 Miscellaneous Current and Accrued Liabilities

Total Current Liabilities

$ 9,070
494,622

18,051
4,508

514
526,765

$ 3,484

85,000

1,475

5,910

18,853

114,722

$ 3,329
85,000

1,313
5,438

19,427
1 14,507

224 Long-Term Debt (Over 12 Months)

$

$

s

$

s

$

$ $ $
Deferred Credits:

252 Advances In Aid Of Construction
271 Contributions In Aid Of Construction
272 Less: Amortization of Contributions
281 Accumulated Deferred Income Tax

Total Deferred Credits s

3,182
105,798
(99,602)
17,487
26,865 $

3,182
105,798
(99,000)
13,215
23,195 $

3,249
105,798
(98,398)
13,027
23,676

Total Liabilities 137,917 $

320,839 S

138,183

233,148TOTAL LIABILITIES and CAPITAL

$ 553,630 $

s 727,073 s

Supporting Schedules:
(a) E-5

Recap Schedules:
(b) A-3



Southland Utilities Company, Inc.

Test Year Ended December 3 l, 2008

Amended Schedule E-2
Title: Comparative Income

Statements

Required for:

Explanation:
Schedule showing comparative income statements for the test

year and the 2 fiscal years ended prior to the test year.

All Utilities

Class A

Class B

Class C
Class D
Specl Reqmt

Test Year
Ended

31-Dec-08

Prior Year
Ended

31-Dec-07

Prior Year
Ended

31-Dec-06

$ $ $

Revenues: ca)

461 Metered W ater Revenue

474 Other W ater Revenue

Total Revenues $

135,713

4,953

140,666 $

137,790

5,670

143,460 s

138,042

5,727

143,769

$ $ $

28,895 29,467 26,715

25,903

13,079

60,194

6,087

32,026

14,962

48,250

3,092

25,511

6,617

40,910

5,339

2,308

1,204 432 507

Operating Expenses (a)

601 Salaries & W ages

610 Purchased Water

615 Purchased Power

618 Chemicals

620 Repairs and Maintenance

621 Office Supplies and Expense

630 Outside Services

635 W ater Testing

641 Rents

650 Transportation Expense
657 Insurance - General liability
659 Insurance - Health and Life
666 Regulatory Commission Expense - Rate Case

675 Miscellaneous Expense

403 Depreciation Expense

408 Taxes Other Than Income

408 Property Taxes

409 Income Tax

2,717

15,153

5,159

12,525

Total Operating Expenses $

7,632

4,358

167,530 $

2,741

8,184

65

9,456

722

149,397 $

7,607
(3,386)

127,504

OPERATING INCOME/(LOSS) $ (26,864)  $ (5 ,937)  s 16,265

$ 3,332 S 3,206
Other Income/(Expense)

419 Interest and Dividend Income
421 Non-Utility Income
426 Miscellaneous Non-Utility Expense
427 Interest Expense

Total Other Income/(Expense) $

2,285 as

12,685

(30,677)

(65)
(15,772)  $

(165)

3,167 33
(67)

3,139

NET INCOME/(LOSS) $ (42,636) $ (2 ,770)  $ 19,404

Supporting Schedules:

(a) E-6

Recap Schedules:

A-2



Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule E-5
Title: Detail of Utility Plant

Explanation:
Schedule showing utility plant balance, by detailed account
number, at the end of the test year and the end of the prior
fiscal year.

Required for: All Utilities
Class A

Class B

Class C

Class D

Spell Reqmt

Account
Number Description

End of Prior
Year at

31-Dec-07
Net

Additions

End of Test
Year at

31-Dec-08

$ $ S

(19,824)
1,070
1,725

30,144
75,674

1,070
21,549
30,144
70,567 5,107

4,732
48,806

4,732
48,806

302,926302,926

209,091
41,070
61,474 3,379

209,091
41,070
64,853

2,494 (2,494)

302
303
304
307
311
320

320.1
320.2
330

330.1
330.2
331
333
334
335
339
340

340.1
341
343
345
348

Franchises
Land & Land Rights
Structures & Improvements
Wells & Springs
Pumping Equipment
Water Treatment Equipment
Water Treatment Plants
Solution Chemical Feeders

Distribution Reservoirs & Standpipes
Storage Tanks
Pressure Tanks.

Transmission &Distribution Mains
Services
Meters & Meter Installations
Hydrants
Other Plant and Misc Equipment
Office Furniture & Equipment
Computers and Software
Transportation Equipment
Tools, Shop, and Garage Equipment
Power Operated Equipment
Other Tangible Plant

1,850 (1,850)

Total Plant In Service s 488,115 s 291,976 s 780,091

108 Accumulated Depreciation 406,619 (2,042) 398,206

Net Plant In Service $ 81,496 s 294,017 $ 381,885

103
105

Property Held for Future Use
Construction Work in Process

$ - $
107,099

302,925
(107,099)

$ 302,925

Total Net Plant s 188,595 s 489,843 s 684,810

Supporting Schedules: Recap Schedules:

E-l A-4



Southland Utilities Company, Inc. Amended Schedule E-7

Title: Operating StatisticsTest Year Ended December 31 , 2008

Required for:

Explanation:

Schedule showing key operating statistics in comparative format,

for the test year and the 2 fiscal years ended prior to the test year.

All Utilities
Class A
Class B
Class C
Class D
Specl Reqmt

Water Statistics :

Test Year

Ended

31-Dec-08

Prior Year

Ended

31-Dec-07

Prior Year

Ended

31-Dec-06

Gallons Sold - By Class of Service:
Residential

Commercial

42,765,500
2,972,500

45,823,919

3,185,081

46,376,510

3,223,490

Average Number of Customers - By Class of Service:

Residential

Commercial

584
41

566

39

562

39

Average Annual Gallons Per Residential Customer 73,229 80,961 82,520

Average Annual Revenue Per Residential Customer $ 217.39 $ 227.68 s 229.75

Pumping Cost Per 1,000 Gallons $ 0.6318 $ 0.6013 $ 0.5386

X



Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule E-8
Title: Taxes Charged to

Operations

Explanation:

Schedule showing all significant taxes charged to operations for

the test year and the 2 fiscal years ended prior to the test year.

Required for: All Utilities

Class A

Class B

Class C
Class D
Spell Reqmt

Description

Test Year
Ended

31-Dec-08

Prior Year Prior Year

Ended Ended
31-Dec-07 31-Dec-06

Federal Taxes:
Income
Payroll

Total Federal Taxes

$ 4,308 $ 672 $ (3,436)

S 4,308 s 672 $ (3,436)

$ 50 $ 50 $ 50

State Taxes:
Income

Payroll
Total State Taxes $ 50 TB 50 s 50

Local Taxes:

Property $ 7,632 $ 9,456 $ 7,607

Total Taxes $ 11,990 $ 10,178 $ 4,221

NOTE: For combination utilities, the above should be presented in total and by department.

Supporting Schedules: Recap Schedules:



Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule E-9

Title: Notes to Financial

Statements

Explanation:

Disclosure of important facts pertaining to the understanding

of the financial statements.

Required for: All Utilities

Class A

Class B

Class C

Class D

Spec] Reqmt

Disclosures should include, but not be limited to the following:

1 Accounting Method.

The books of Southland are kept as accrual based, and also follow NARUC rules,
including the USoA.

2 Depreciation lives and methods employed by major classification of utility property,
For years up to and including the test year 2008, depreciation rates as authorized in
Decision 61335 were 5% for all plant asset categories. Proposed depreciation rates
are depicted on the plant schedule as part of the financing application. These rates
were taken from ACC Engineering Staff Memo regarding their recommended rates
for depreciation dated April 21, 2000, and revised March 1, 2001 .

3 Income tax treatment - normalization or flow through.
Depreciation is normalized for ratemaking purposes, but not income tax
purposes.

4 Interest rate used to charge interest during construction, if applicable.
Not Applicable.

Supporting Schedules: Recap Schedules:



Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule F-1

Title: Projected Income Statements -

Present and Proposed Rates

Required for:

Explanat ion:

Schedule showing an income statement for the projected year,

compared with actual test year results, at present and proposed

rates.

All Utilities

Class A

Class B

Class C

Class D

Spell Reqmt

Actual

Test Year
Ended (a)

31-Dec-08

Protected Year
At Present At Proposed

Rates Rates
Year Ended (b) Year Ended (b)

31-Dec-09 31-Dec-09

s $ $
Operating Revenues:

461 Metered Water Revenue
474 Other Water Revenue

Total Operating Revenue $

135,713
4,953

140,666 $

135,713
4,698

140,411 $

493,785
4,698

498,483

$ s $

28,895 28,895 28,895

25,903
13,079
60,194
6,087

25,903
13,079

108,755
6,087

25,903
13,079

108,755
6,087

2,308
1,z04

2,308
1,204

2,308
1,204

2,717
15,153
7,632

8,333
2,717

73,199
7,632

8,333

2,717
73,199

7,632

Operating Expenses:

601 Salaries & Wages
610 Purchased Water
615 Purchased Power

618 Chemicals
620 Repairs & Maintenance
621 Office Supplies and Expense
630 Outside Services
635 Water Testing
641 Rental Expense
650 Transportation Expense
657 Insurance - General Liability
659 Insurance - Health and Life

666 Rate Case Expense
675 Miscellaneous Expense

403 Depreciation & Amortization
408 Property Taxes

408.1 Taxes Other Than Income
409 Income Taxes

Total Operating Expenses $

4,358
167,530 $

(77,225)
200,888 $

39,611
317,723

OPERATING INCOME/(LOSS) $ (26,864) $ (60,477) $ 180,760

$ $ $
Other Income/(Expense):

419 Interest Income
421 Non-Utility Income

426 Miscellaneous Non-Utility Expenses
427 Interest Expense

Total Other Income/(Expense) s

2,285

12,685
(30,677)

(65)
(15,772) $

(90,058)
(90,058) $

(90,058)
(90,058)

NET INCOME/(LOSS) $ (42,636) $ (150,535) $ 90,702

Earnings per share of average
Common Stock Outstanding $ ( l06.59)  $

-0.061%

(376.34) $

-0.217%

226.75

0.131%% Return on Common Equity

Supporting Schedules:
(H) E-2

Recap Schedules:
(b) A-2



Southland Utilities Company, Inc.

Test Year Ended December 31 , 2008

Amended Schedule F-3

Title: Projected Construction
Requirements

Required for:

Explanation:

Schedule showing projected annual construction requirements,

by property classification, for l to 3 years subsequent to the

test year compared with the test year.

All Utilities
Class A
Class B
Class C
Class D
Specl Reqmt

Property Classification

Actual

Test Year

Ended

12/31/2008

End of

Projected

Year 1

Production Plant s 110,550 $ 181,743

Transmission Plant 560,823 2,123,874

Other Plant 108,718 108,718

Total Plant s 780,091 $ 2,414,335

NOTE: For combination utilities, the above should be presented by department.

Supporting Schedules: Recap Schedules:

(a) F-2 & A-4



Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule F-4

Title: Assumptions Used in
Developing Projection

Required for:

Explanation:

Documentation of important assumptions used in preparing

forecasts and projections

All Utilities
Class A
Class B
Class C
Class D
Specl Reqmt

Important assumptions used in preparing projections should be explained.

Areas covered should include:

1 Customer growth

The company has experienced modest growth in the past few years, but does
anticipate that will change.

2 Growth in consumption and customer demand
Customer demand and consumption has actually been decreasing .

3 Changes in expenses
The company believes the test year 2008, with the limited proforma adjustments
included in this application, accurately depict expense levels going forward.

4 Construction requirements including production reserves and changes in plant capacity
Proceeds of the WIFA loan will be used to install a 350 KW generator, replace
substantially all the system distribution mains, install new boosters at tank 3,
bring tank 3 on-line, and installation of fire hydrants throughout the system.

5 Capital structure changes
As a result of the installation of Tank 2 and preparations for installation of Tank
3, short term debt and equity increased. Long-term debt will increase if the WIFA
loan is approved.

6 Financing costs, interest rates
Currently, the Company has a short term loan in the amount of $494,622 with
TucsonlSierra Properties, LLC at a 2.19% interest rate that was used to install in the
storage tank during the Test Year. Southland is seeking to borrow this amount, plus
an additional $1,331,319 from WIFA, for the construction described above in item 4.

Supporting Schedules: Recap Schedules:



Southland Utilities Company, Inc.
Test Year Ended December 31 , 2008

Amended Schedule H-1
Title: Summary of Revenues by Customer

Classification - Present and Proposed Rates

Explanation:

Schedule comparing revenues by customer classification for
the Test Year, at present and proposed rates.

Required for: All Utilities

Class A

Class B
Class C

Class D
Spell Reqmt

Customer Classification

Revenues in the Test Year (a)
Present Rates Proposed Rates

Proposed Increase (b)

Amount %

Residential

Commercial
Other

$ 125,605
10,108
4,698

s 450,954
42,831
4,698

$ 325,349
32,723

259.03%

323.72%
0.00%

Total Revenues s 140,411 S 498,483 $ 358,072 255.02%

Note: For combination utilities, above information should be presented in total and by department.

Supporting Schedules:

(8) H-2

Recap Schedules:

(b) A-l

X



Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule H-3
Title: Changes in Representative Rate

Schedules - Page 1 of 2

Explanation'
Schedule comparing present rate schedules with proposed
rate schedule.

Required for: All Utilities
Class A
Class B
Class C
Class D
Specl Reqmt l(Rates apply to both residential and commercial usage)

Present Rate Proposed Rate % changeDescription
MONTHLY USAGE CHARGE
5/8" X 3/4" Meter
3/4" Meter
1" Meter
l-l/2" Meter
2" Meter
3" Meter
4 v| Meter
6" Meter
Gallons included in minimum

$ 10.00
11.00
15.00
20.00
23.00
49.00
70.00

100.00

$ 42.00
45.00
80.00

125.00
175.00
375.00
475.00
775.00

320%
309%
433%
525%
661%
665%
579%
675%
0.00%

Commodity Charge (per 1,000 gallons in excess of monthly minimum)

Description Present Rate Proposed Rate

All gallons for all meter sizes $ 1.33

5/8 x 3/4 - inch meter
l - 3,000 Gallons
3,001 to 12,000 Gallons
Over 12,000 Gallons

s 2.900
3,950
5,301

3/4 - inch meter
I - 3,000 Gallons
3,001 to 12,000 Gallons
Over 12,000 Gallons

$ 2.900
3.950
5.301

One - inch meter
l to 30,000 Gallons
Over 30,000 Gallons

$ 3.950
5.301

One and one half - inch meter
l to 60,000 Gallons
Over 60,000 Gallons

S 3.950
5.301

Two - inch meter
l to 90,000 Gallons
Over 90,000 Gallons

$ 3,950
5.301

Three - inch meter
l to 125,000 Gallons
Over 125,000 Gallons

$ 3.950
5.301

Four - inch meter
1 to 200,000 Gallons
Over 200,000 Gallons

$ 3.950
5.301

Six inch meter
1 to 400,000 Gallons
Over 400,000 Gallons

$ 3.950
5.301



Proposed Rates
Service Line Meter Charge Total Charge

$$ $445.00
445.00
495.00
550.00
830.00
830.00

1,045.00
1,165.00
1,490.00
1,670.00
2,210.00
2,330.00

600.00
700.00
810.00

1,075.00
1,875.00
2,720.00
2,715.00
3,710.00
4,160.00
5,315.00
7,235.00
9,250.00

155.00
255.00
315.00
525.00

1,045.00
1,890.00
1,670.00
2,545.00
2,670.00
3,645.00
5,025.00
6,920.00

Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule H-3
Title: Changes in Representative Rate

Schedules - Page 2 of 2

Present Rate Proposed Rate % change

$ 25.00
30.00
25.00

$ 20.00%
33.33%
60.00%

100.00%
16.67%

$ $ 67%

Description
SERVICE CHARGES
Establishment
Establishment (After Hours)
Reconnection (Delinquent)
Reconnection (Delinquent-after hot
Meter Test (If Correct)
Deposit
Deposit Interest
Reestablishment (Within 12 Month:
NSF Check
Deferred Payment
Meter Reread (If Correct)
Late Payment Penalty
Main Extension

$

30.00
Note a
Note a
Note b
15.00

Note c
15.00

Note d
N/A

$

30.00
40.00
40.00
50.00
35.00

*

*

H

25.00
1.50%
20.00
1.50%
Cost

33%

MONTHLY SERVICE CHARGE
FOR FIRE SPRINKLER' N/A ***

% change

SERVICE LINE AND METER INSTALLATION CHARGES
Refundable Pursuant to AAC R14-2-405

Description Present Rate
5/8" X 3/4" Meter $ 225.00
3/4" Meter 300.00
1" Meter 350.00
l-l/2" Meter 500.00
2" Meter - Turbine 625.00
2" Meter Compound N/A
3" Meter - Turbine 900.00
3" Meter - Compound N/A
4" Meter - Turbine 1,450.00
4" Meter - Compound N/A
6" Meter - Turbine 3,000.00
6" Meter - Compound N/A

167%
133%
131 %
115%
200%
100%
202%
100%
187%
100%
141%
100%

Note a - Deposits Per Commission Rules R14-2-403(B)(7)(a), (b) and (c), Interest Per Commission Rules R14-2-403(B)(3).

Note b - Service Establishments re-establishments or reconnection charges per Commission Rule R14-2-403(D).

Note c - Deferred Payments Per Commission Rules R14-2-409(G), with finance charge of 1.5 percent per month on the

unpaid balance, Per R14-2-409(G)(6).

Note d - Late payment Penalty of 1.5 percent of the unpaid balance,

* Per Commission Rules Rl4~2-403.B.

** Month off the system times the monthly minimum per R14-2-403,D.

*** 1% of monthly minimum for a comparable sized meter connection, but no less than $5.00 per month. The service

charge for tire sprinklers is only applicable for service lines separate and distinct from the primary water service line.

Supporting Schedules:



X

Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule H-4
Title: Typical Bill

Analysis

Page 1 of 4

Explanation:

Schedule(s) comparing typical customer bills at varying

consumption levels at present and proposed rates.

5/8" x 3/4" meter - residential and commercial

Required for: All Utilities

Class A
Class B

Class C
Class D
Spell Reqmt

Monthly
Consumption

Present

Bill

Proposed
Bill

Percent

Increase

$ 10.00 s
11.33

12.66

13.99
15.32

16.65
17.98
19.31
20.64

21.97
23.30
29.95

36.60

43.25
76.50

109.75
143.00

176.25
209.50
242.75

276.00

42.00

44.90

47.80

50.70
54,65
58.60

62.55
66.50
70.45

74.40
78.35

102.15

128.66

155.16
287.69
420.21

552.74

685.26
817.79
950.31

1,082.84

320.00%
296.29%

277.57%

262.40%
256.72%

251.95%
247.89%
244.38%
241.33%

238.64%
236.27%
241.08%

251.52%

258.76%
276.06%
282.88%
286.53%

288.80%
290.35%
291.48%

292.33%

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

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

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

Supporting Schedules:



X

Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule H-4
Title: Typical Bill

Analysis

Page 2 of 4

Explanation:

Schedule(s) comparing typical customer bills at varying

consumption levels at present and proposed rates.

2 inch meter - commercial

Required for: All Utilities

Class A

Class B

Class C

Class D
Spell Reqmt

Present Proposed

Bill

Percent
Increase

Monthly

Consumption Bill

$ 23.00
24.33

25.66
26.99
28.32

29.65

30.98
32.31

33.64

34.97
36.30
42.95
49.60

56.25

89.50

122.75
156.00

189.25
222.50

255.75

289.00

$ 175.00
178.95
182.90

186.85
190.80

194.75

198.70
202.65

206.60

210.55
214.50
234.25

254.00

273.75
372.50

471.25

583.51

716.04
848.56
981 .09

1,113.61

660.87%
635.51%

612.78%
592.29%

573.73%
556.83%

541.38%
527.21%

514. 15%

502.09%
490.91%
445.40%
412.10%

386.67%

316.20%
283.91%

274.04%

278.35%
281.38%

283.61%
285.33%

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

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

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

Supporting Schedules:



X

Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule H-4
Title: Typical Bill

Analysis

Page 3 of 4

Explanation:

Schedule(s) comparing typical customer bills at varying
consumption levels at present and proposed rates.

3 inch meter - residential

Required for: All Utilities
Class A

Class B
Class C
Class D
Specl Reqmt

Monthly

Consumption

Present

Bill

Proposed

Bill

Percent

Increase

$ 49.00
50.33

51.66
52.99
54.32

55.65
56.98
58.31
59.64

60.97
62.30
68.95

75.60
82.25

115.50
148.75

182.00

215.25
248.50

281.75
315.00

$ 375.00
378.95
382.90
386.85
390.80
394.75
398.70
402.65
406.60
410.55
414.50
434.25
454.00
473.75
572.50
671 .25
770.00
868.75

1,001.28
1,133.80
1,266.33

665.31 %
652.93%

641 . 19%
630.04%
619.44%
609.34%
599.72%

590.53%
581.76%
573.36%

565.33%
529.80%

500.53%
475.99%

395.67%
351.26%

323.08%

303.60%
302.93%

302.41%
302.01%

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

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

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

Supporting Schedules:



X

Southland Utilities Company, Inc.
Test Year Ended December 31, 2008

Amended Schedule H-4
Title: Typical Bill

Analysis
Page 4 of 4

Explanation:

Schedule(s) comparing typical customer bills at varying
consumption levels at present and proposed rates.

4 inch meter - commercial

Required for: All Utilities

Class A
Class B
Class C

Class D
Specl Reqmt

Monthly

Consumption

Present
Bill

Proposed
Bill

Percent

Increase

$ 70.00
71.33

72.66
73.99

75.32

76.65
77.98
79.31

80.64
81.97

83.30
89.95
96.60

103.25

136.50

169.75

203.00
236.25

269.50
302.75
336.00

$ 475.00
478.95
482.90
486.85
490.80
494.75
498.70
502.65
506.60
510.55
514.50
534.25
554.00
573.75
672.50
771.25
870.00
968.75

1,067.50
1,166.25
1,265.00

578.57%
571.46%
564.60%

557.99%
551.62%

545.47%

539.52%
533.78%
528.22%
522.85%

517.65%
493.94%

473.50%
455.69%

392.67%

354.34%

328.57%
310.05%
296.10%

285.22%
276.49%

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

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

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

Supporting Schedules:



X

Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule H-5

Title: Bill Count

Page 1 of 5

Explanation:

Schedule(s) showing billing activity by block for each rate

schedule.

5/8 x 3/4 inch meter - residential

Required for: All Utilities

Class A

Class B

Class C

Class D

Spell Reqmt

Block

Number of

Bills by Block

Consumption

By Blocks

Cumulative Bills

No. % of Total

Cumulative Consumption

Amount % of Total

131

521

819

927

829

727

573

473

332

293

211

292

174

133

93

61

106

50

31

10

17

7

6

5

4

521,000

1,638,000

2,781,000

3,316,000

3,635,000

3,438,000

3,311,000

2,656,000

2,637,000

2,110,000

3,212,000

2,262,000

1,995,000

1,581 ,000

1,159,000

2,385,000

1,375,000

1,007,500

375,000

765,000

385,000

390,000

375,000

340,000

131

652

1.92%

9.55%

21.55%

35.13%

47.28%

57.93%

66.32%

73.25%

78.11%

82.41%

85.50%

89.77%

92.32%

94.27%

95.63%

96.53%

98.08%

98.81%

99.27%

99.41%

99.66%

99.77%

99.85%

99.93%

99.99%

99.99%

100.00%

0.00%

1.19%

4.93%

11.29%

18.86%

27.17%

35.02%

42.59%

48.66%

54.68%

59.50%

66.84%

72.01%

76.57%

80.18%

82.83%

88.28%

91.42%

93.72%

94.58%

96.32%

97.20%

98.09%

98.95%

99.73%

99.73%

100.00%

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

10,000

10,001 to 12,000

12,001 to 14,000

14,001 to 16,000

16,001 to 18,000

18,001 to 20,000

20,001 to 25,000

25,001 to 30,000

30,001 to 35,000

35,001 to 40,000

40,001 to 50,000

50,001 to 60,000

60,001 tO 70,000

70,001 to 80,000

80,001 to 90,000

90,001 to 100,000

119,100 1 119, l00

43,768,600

1,471

2,398

3,227

3,954

4,527

5,000

5,332

5,625

5,836

6,128

6,302

6,435

6,528

6,589

6,695

6,745

6,776

6,786

6,803

6,810

6,816

6,821

6,825

6,825

6,826

521,000

2,159,000

4,940,000

8,256,000

11,891 ,000

15,329,000

18,640,000

21,296,000

23,933,000

26,043,000

29,255,000

31,5 l 7,000

33,512,000

35,093,000

36,252,000

38,637,000

40,012,000

41,019,500

41,394,500

42,159,500

42,544,500

42,934,500

43,309,500

43,649,500

43,649,500

43,768,600

6,826

Average Number of Customers

Average Consumption

Median Consumption

569

6,412

4,256

Supporting Schedules: Recap Schedules:



X

Southland Utilities Company, Inc.

Test Year Ended December 3 l , 2008

Amended Schedule H-5

Title: Bill Count

Page 2 of 5

Explanation:

Schedule(s) showing billing activity by block for each rate

schedule.

5/8 x 3/4 inch meter - commercial

Required for: All Utilities

Class A

Class B

Class C

Class D

Specl Reqmt

Block

Number of

Bills by Block

Consumption

By Blocks

Cumulative Bills

No. % of Total

Cumulative Consumption

Amount % of Total

9

202

61

22

23

10

14

4

8

12

11

19

5

3

5

1

17

10

6

3

5

202,000

122,000

66,000

92,000

50,000

84,000

28,000

64,000

108,000

l 10,000

209,000

65,000

45,000

85,000

19,000

382,500

275,000

195,000

112,500

225,000

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

10,000

10,001 to 12,000

12,001 to 14,000

14,001 to 16,000

16,001 to 18,000

18,001 to 20,000

20,001 to 25,000

25,001 to 30,000

30,001 to 35,000

35,001 to 40,000

40,001 to 50,000

50,001 to 60,000

60,001 to 70,000

70,001 to 80,000

80,001 to 90,000

90,001 to 100,000

Over 100,000

1 65,000

9

211

272

294

317

327

341

345

353

365

376

395

400

403

408

409

426

436

442

445

450

450

451

451

451

451

451

2.00%

46.78%

60.31 %

65. 19%

70.29%

72.51 %

75.61%

76.50%

78.27%

80.93%

83.37%

87.58%

88.69%

89.36%

90.47%

90.69%

94.46%

96.67%

98.00%

98.67%

99.78%

99.78%

100.00%

100.00%

100.00%

100.00%

100.00%

202,000

324,000

390,000

482,000

532,000

616,000

644,000

708,000

816,000

926,000

1,135,000

1,200,000

1,245,000

1,330,000

1,349,000

1,731 ,500

2,006,500

2,201,500

2,314,000

2,539,000

2,539,000

2,604,000

2,604,000

2,604,000

2,604,000

2,604,000

0.00%

7.76%

12.44%

14.98%

18.51%

20.43%

23.66%

24.73%

27.19%

31 .34%

35.56%
43.59%

46.08%

47.81%

51.08%

51.80%

66.49%

77.05%

84.54%

88.86%

97.50%

97.50%

100.00%

100.00%

100.00%

100.00%

100.00%

451 2,604,000

Average Number of Customers

Average Consumption

Median Consumption

38

5,774

1,238

Supporting Schedules: Recap Schedules:



X

Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule H-5

Title: Bill Count

Page 3 of 5

Explanation:

Schedule(s) showing billing activity by block for each rate

schedule.

2 inch meter - commercial

Required for: All Utilities

Class A

Class B

Class C

Class D

Spec] Reqmt

Block

Number of Consumption

Bills by Block By Blocks

Cumulative Bills

No. % of Total

Cumulative Consumption

Amount % of Total

l

3

2

I

l

6

2

3

5

l 2.86%

11.43%

17.14%

20.00%

22.86%

40.00%

0.009

3,000

4,000

3,000

4,000

30,000

12,000

21,000

40,000

45.71%

54.29%

68.57%

68.57%

71 .43%l

5

2

l

10,000

55,000

26,000

15,000

l 19,000

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

10,000

10,001 to 12,000

12,001 to 14,000

14,001 to 16,000

16,001 to 18,000

18,001 to 20,000

20,001 to 25,000

25,001 to 30,000

30,001 to 35,000

35,001 to 40,000

40,001 to 50,000

50,001 to 60,000

60,001 to 70,000

70,001 to 80,000

80,001 to 90,000

90,001 to 100,000

Over 100,000

l 37,500

4

6

7

8

14

16

19

24

24

25

30

32

33

33

34

34

34

34

35

35

35

35

35

35

35

35

85.71%

91.43%

94.29%

94.29%

97.14%

97.14%

97.14%

97.14%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

3,000

7,000

10,000

14,000

44,000

56,000

77,000

117,000

l 17,000

127,000

182,000

208,000

223,000

223,000

242,000

242,000

242,000

242,000

279,500

279,500

279,500

279,500

279,500

279,500

279,500

279,500

2.50%

3.58%

5.01%

15.74%

20.04%

27.55%

41.86%

41.86%

45.44%

65.12%

74.42%

79.79%

79.79%

86.58%

86.589

86.58%

86.58%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

35 279,500

Average Number of Customers

Average Consumption

Median Consumption

3

7,986

6,500

Supporting Schedules: Recap Schedules:



X

Southland Utilities Company, Inc.

Test Year Ended December 31, 2008

Amended Schedule H-5

Title: Bill Count

Page 4 of 5

Explanation:

Schedule(s) showing billing activity by block for each rate

schedule.

3 inch meter - residential

Required for: All Utilities

Class A

Class B

Class C

Class D

Specl Reqmt

Block

Number of

Bills by Block

Consumption

By Blocks

Cumulative Bills

No. % of Total

Cumulative Consumption

Amount % of Total

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

10,000

10,001 to 12,000

12,001 to 14,000

14,001 to 16,000

16,001 to 18,000

18,001 to 20,000

20,001 to 25,000

25,001 to 30,000

30,001 to 35,000

35,001 to 40,000

40,001 to 50,000

50,001 to 60,000

60,001 to 70,000

70,001 to 80,000

80,001 to 90,000

90,001 to 100,000

119,200

131,500

134,400

138,200

141,300

146,700

153,900

166,500

192,500

197,800

241,500

1 75,000 1

1

l

2

3

4

5

6

7

8

9

10

11

12

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

8.33%

8.33%

8.33%

16.67%

25.00%

33.33%

41.67%

50.00%

58.33%

66.67%

75.00%

83.33%

91.67%

l00.00%

75,000

75,000

75,000

194,200

325,700

460,100

598,300

739,600

886,300

1,040,200

1,206,700

1,399,200

1,597,000

1,838,500

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

4.08%

4.08%

4.08%

10.56%

17.72%

25.03%

32.54%

40.23%

48.21%

56.58%

65.64%

76.11%

86.86%

100.00%

l

1

1

1

I

1

1

1

1

1

1

1 2

119,200

131,500

134,400

138,200

141,300

146,700

153,900

166,500

192,500

197,800

241,500

1,838,500

Average Number of Customers

Average Consumption

Median Consumption

l

153,208

144,000

Supporting Schedulesl Recap Schedules:



X

Southland Utilities Company, Inc.

Test Year Ended December 3 l , 2008

Amended Schedule H-5

Title: Bill Count

Page 5 of 5

Explanation:

Schedule(s) showing billing activity by block for each rate

schedule.

4 inch meter - commercial

Required for: All Utilities

Class A

Class B

Class C

Class D

Specl Reqmt

Block

Number of

Bills by Block

Consumption

By Blocks

Cumulative Bills

No. % of Total

Cumulative Consumption

Amount % of Total

l 9,000

1

l

13,000

15,000

2

5

38,000

112,500

1 32,500

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

10,000

10,001 to 12,000

12,001 to 14,000

14,001 to 16,000

16,001 to 18,000

18,001 to 20,000

20,001 to 25,000

25,001 to 30,000

30,001 to 35,000

35,001 to 40,000

40,001 to 50,000

50,001 to 60,000

60,001 to 70,000

70,001 to 80,000

80,001 to 90,000

90,001 to 100,000

Over 100,000

l 65,000

l

l

l

2

3

3

5

10

10

11

12

12

12

12

12

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

8.33%

8.33%

8.33%

16.67%

25.00%

25.00%

41.67%

83.33%

83.33%

91.67%

91.67%

91.67%

91.67%

100.00%

100.00%

100.00%

100.00%

100.00%

9,000

9,000

9,000

22,000

37,000

37,000

75,000

187,500

187,500

220,000

220,000

220,000

220,000

285,000

285,000

285,000

285,000

285,000

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

3. l6%

3. IN%

3 . I6%

7.72%

12.98%

12.98%

26.32%

65.79%

65.79%

77.19%

77.19%

77.19%

77.19%

100.00%

100.00%

100.00%

100.00%

100.00%

12 285,000

Average Number of Customers

Average Consumption

Median Consumption

l

23,750

21,000

Supporting Schedules: Recap Schedules:



EXHIBIT 4



NAME OF COMPANY Southland Utilities Company, Inc.

ADEQ Public Water System Number' 02-029

MGNTIUYEAR
(12 Months of Test Year)

NUMBER OF
CUSTOMERS

GALLONS SOLD
(Thousands)

GALLONS PIJMPED
(Thousands)

1. January 2008 604 3,303 Unknown due to fire

2. February 2008 604 3,013 Unknown due to fire

3. March 2008 608 3,535 Unknown due to fire

4.Aprii2008 609 4,343 Unknown due to ire

5. May 2008 611 4,587 Unknown due to fire

6. June 2008 613 5,744 Unknown due to fire

7. July 2.08 615 4,080 Unknown due to fire

8. August 2008 615 3,780 Meter pulled for paint

9. September 2008 615 3,329 Meter pulled for paint

x0. October 2008 612 3,726 Meter pulled for paint

1 l. November 2008 617 3,054 3,286

12. December 2008 613 3,244 3,807

'toTAL 7,336 45,738
*

7,093

\ 11 i

WATER USE DATA SHEET

Is the water utility located in an ADWR Active Management Area ("AMA")?

YES NO

Docs the Company have an ADWR gallons per capita day ("GPCI)") requirement?

YES NO

I f Yes, please provide the GPCD amount:

Note: Uyou arajilingfor more than one system, please provide separate data sheelsfor each system. For explanation of

any of the above, please contact! the Engineering Supervisor at 602-542-7272

* Gallvrls pumped cannot equal or be less I/ran f/ze gallons sold.

3

4



EXHIBIT 5
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Test Year Ended: 31 -Dec-08Company Name: Southland UtilitiesCompany,Inc.

ADQ PWS 02-G29

ADWR ID
Number*

Pump
Horsepower

Pump
Yield
(rpm)

Casing
Depth
(Feet)

Casing
Diameter
(inches)

Meter Size
(inches)

Year
Drilled

626149 40 150 600 12 4 1967

626150 50 l'70 600 14-12-10 6 1971

Name or Description
Capacity
(rpm)

Gallons Purchased or Obtained
(in thousands)

N/A

FIRE HYDRANTS

Quantity Standard Quantity Other

36 N/A

BOOSTER PUMPS

Horsepower Quantity

30.0 3

5,0 1

10.0 I

PRESSURE TANKS

Capacity Quantity

5,000 I

STORAGE TANKS

Capacity Quantity

165,000 2

62,000 1

\ 1 '

WATER CONIPANY PLANT DESCRIPTION

WELLS

* Arizona Department of Water Resources Identification Number

OTHER WATER SOURCES

r

1



31 -Dec-08Test Year Ended :Company Name: Southland Utilities Company, Inc.

ADEQ PWS 02» 029

Size (in inches) Quantity
5/8 x 3/4 620

3/4
1

I 1/2
2 3

Comp. 3
Turbo 3 I

Comp. 4
Turbo 4 1

Comp. 6
Turbo 6

Size (in inches` Material Length (in feet)
2 Steel 1,000
3
4 Ac 18,122
5
6 AC 28,260
8
10
12
6 PVC 2,71 1

1 J

4

MAINS* CUSTOMER METERS

For the following three items, please list the utility owned assets in each category.

TREATMENT ISQUITPMENT:
2 Automatic Chlorinators

STRUCTURES `.
N/A

OTHER:

2



EXHIBIT 6



w'**H*'~'**l%&4.l
l

I
.*lq'4 Rh; n W*W-MH

IY s» a us ¢.*1. * ' . * :

SOUTHLAND urL-GoLoé N ACR
r<¢'(>°~=;f§=wn ti3;";i-2'-:::3.=.'.";:.i-15 =

» 1
. l

r -
¢ Vt

1 . A
*» .II1*s'

`*. Q.
L I " 'In
44}. 'A. . ¢ I

.la
1• 1I (..l1'4:5°

Yes,
to p o s  #

02029 EY TransientNon-community 8 No

m Community
Non-transient Non-community

No major deficiencies Major deficiencies
No major deficiencies Ma or deficiencies

1u'.
i' rd: w =f
Comments' AnNOV was Issued on 7/31/08 for missed mnnitcring, but alt monitoring deficiencies have
now been addressed.

M No mayor deficiencies LJ Maier deficiencies
3.,16-094lI4 ' v1-_ . L- ~.,l"., inn John Eyre, SRO»as ;. :)|:);. : : . : 5 14;

a .

inadequate storage
.surface water treatment rule
ATG/AOC
other =8

Major unresolved/ongoing operation and maintenance deficiencies:
unable to maintain 20psi
cross connection/backflow prcbtems
treatment deficiencies
certified operator

Comments: None

YesL I

.F

• 9

Donna Calderon, Manager
Drirukln W afer Maniforiru and Protection Unit
6G2-771 -4841

'jawilwiliéaie<*=m|;.if=1€=:i¥;°f=-

14 ' ~. - ,* L:.-.".*'*» " *| .\',~f_8 .'4
I . , . . . . . . . . . .

LY 9 _ 1; £,3 I , 2 » '". .'~
I ¢ 1 . .'a,_. Vu" 41 J' » v I November 3: 2009l I Ii I'-ri I l.=3".

X Based upon data submitted by the water system, ADEQ haétieterMined that this system is
currently detiverlngwater that meets water quality standards required .by4o CFR 141/Arizona
Administrative Code, Title 18, Chapter 4, andPWSis in compliance.
biased upon the monitoring and reporting deficiencies noted above, ADEQ cannotdetermineif
this system is currently delivering water that meets water qualilv standards required by 40 CFR
141/Arizona Administrative Code, Title 18, Chapter 4, and/or pos is notin compliance.
Based upon the orieratian arid mainienarlce deficiencies noted above, ADEQ cannot determine if
this system is currently delivering water that meets water quality standarrls required by 40 CFR
141 /Arizona Acimlnistrative Code, Title 18, Chapter 41 and/or PWS is not in compliance.

I l l I

l

11-@3 89 15:45 FROM-8&,»4 5:13i1 T - m 8 pmmmz/@4192 F~381

A r i z o n a  D e p a r t m e n t  o f E n v i r o n m e n t a l Q u a l i t y

D r i n k i n g  W a t e r  M o n i t o r i n g  a n d  P r o t e c t i o n  U n i t

M a i l  C o d e  5 4 1 5 8 . 2
1 1 1 0  W e s t  w a s h i n g t o n  S t r e e t

P h o e n i x . A Z  8 5 0 0 7

Drinking Water Compliance S 1_§8gpQ|_;t_

s
I

t 1291

Gomrnents: None

2195
627

1994
yes

This compliancestatusreport does not guarantee thewaterquality for this system in the future,
anddoesnot reflect. fhé status of any other water systemowned by this utility company.

A

Revi$8d Marsh 2009

iii!



EXHIBIT 7



Owner ld #' 11278 65577Invoice Number

To : ROMO, ANDY
2730 E. BROADWAY, SUITE 135
TUCSON AZ 85716

Publ ic  Water Sys tem ID # z  02029

2 0 0 9Billing for Calendar Year:

Du e  Date :  Novem b er  17 ,  2008

1,637.80-§_
.$

Total Amount Duel

AmountPaid..

ROMO, ANDY
2730 E. BROADWAY, SUITE 135

TUCSON AZ 85716 02029 - Romo, Andy

11278 MAPOWD¢I' Id #'

2 0 0 9Billing for CalendarYear:

Due Date: 11/17/2008

Check Number:

Received :

Postmarked :
ca maouzuus

WMIGOG0Entered;

if z

I* ARIZONA DFT'RT1V1ENT OF Ewmo m~.'.. QUALITY
MONITORING ASSISTANCE PROGRAM

ANNUAL SAMPLING FEE INVOICE

spcdiied dm: daze. If you dfsp\\l¢ the
Pursuant no A.R.S. §49-I as. inxcna will be charged if full payment lsnut received by Me

amount lnsuxX, please
ggssrblc. To induce inlual costs on an unpud mvolcc. yan mg; remix m amount mal you

have us not in dispute. However, Rf nonpay'm=m Issue to all lnegleca, you my suffer
an aclduronal Eve p:\'¢en¢ papally of up so :weary-Eve pexcznt of the :mount sin; Ur each
month or Indian of a month the zrlwunl is pas: due.

eonua ADEQ a.s soon as
If you have any questions about your invoice, contact w. Scott
Steinhagen at (602) '771-4445 or toll-free within Arizona at (800)
234~5677, extension771-4445-

Pursuant to A.R.S. § 49~360 F and A.A.C. R18-4-224 through R18-4-226, "The director shall establish fees for the monitoring
assistance program to be collected from all public waiver systems..."

T Keep the top portion for your records; t ADEQ Federal Tax #8660U479i

I, This entire*bottom portion must be returned to V
A D Federal Tax #866004791

Annual Sampling Fee Invoice Invoice1? 6 5 5 7 7
4

SAMPLING 'FEE WORKSHEET

250.00Base Fee (all MAP systems) .

Feeder Connection in 2009. . . . . . . . . . . . .

Total Sampling Fee. . . . . . .

Plus Paid Interest Charges and/or Other Adjustments .

Plus Unpaid Interest Ckgarges as of .10/01/2008 .

Minus Payments Received and/or Other Adjustments .

Amount Due ... .

Amount received by ADEQ (Make check payable to State of Arizona)

540 connections X S 2.571

011 . s

$

.s

.$

.$
| . $

s

.s
Do not write below thfs\in¢

1,387.80
1.637.80

0.00
0.00
0.00

1,637.80

A S12 fee wt!! be charged for any chock not honored by doré bank,

Make your check or money order payable to State ofArizona
THIS FORM MUST ACCOMPANY YOUR REMHTANCE.

Mail to' Arizona Defzartnuent of Enviromnentd Quality
PO Box 18 8
Phoenix. _AZ 85005


