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i Attomeys for Vail Water Company

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE APPLICATION ) DOCKET NO. W-01651 | £-99- Yolg
'OF VAIL WATER COMPANY FOR AN )
REASEIN ITS WATER RATES FOR ) ’ APPLICATION
STOMERS WITHIN PIMA COUNTY, )
’,A,,.YTNA )

Vall Water Company (hercinafter “Vail” or the “Company”), by and through the
uaders&gned counsel. hereby submits a rate increase application and in support of said

pplication states as follows:

’iﬁn(temp‘:my is a public service corporation duly organized and existing under the laws of
¢ of Arizona,

2. The Company provided water utility service to 593 customers in Pima County, Arizona as of
J| the end of iss test year, December 31, 1998, |

13 TheCcmg:any s business office is located at 5780 N. Swan Road, Smte 100, Tucson, Arizona

. 5:}857’18 The Company’s mauagemem contact is Doug Noll, Vice President. The on-site manager

%ané certified operator of the Company is Bill McGuire, P.O. Box 100, Vail, Arizona 85641

The Company's present rates and charges were authorized in Commission Decision No.

6 1110, dated August 28, 1998 and based upon test year ending December 31, 1996,

5. The revenues as gencrated &em.the Company’s customers at the existing rates are inadequate

o provide the Company a just and reasonable rate of return on the Company’s Fair Value Rate

Base. During the test year, the Company has operated w:th an operating loss that has
2500200000174

not




avided a just and reasonable return to the investors. Nor have the authorized rates permitted

y to make the needed capitai improvements with either internally generated funds or

Fatteacting inv.cstmém capita;' for those purposes.

| -Attached hereto as Ex;hlb.tt A are a series of sché_dules coﬁtem?lated in A.A.C. R-14-2-103.

7. Attached hereto as Exhibit B is the direct testimony 5bf Ronald L. Kozcman in support of this
s -Attached hereto as Exhibit € and incorporated herein by this reference for all purposes is the

» ny’s propesed form of Tariff based upon the Schedules éomained in Exhibit A and as

1 eaﬁpiamed in the testimony of Mr. Kozoman, Exhibit B heret.o. | | |
9. ‘The Schedules set forth in Exhibit A 'demonstf‘a‘te the Company had wtai revenues during the |
est year ending émhcr Si, 1998 of $260,719, with total operating expenses of $403,363 for a
“opesating loss of $142,644. The Companyq Appl.icatimvrevquestsﬂ a_u,thority'to impiemem

mmatwmid result in total re#mnes of $662,054 with adjusted operating expenses of

55 i ,520 te!mitmg if 2 net operating income of '_$I--2 1,555. T-his would produce the Company’s
,:_j:f-ratem return of 11 61% on the Company’ s adjusted rate base of $1,046 978

}-;Q &smn’sent With the fili ng of thas Apphcatxon, the Company has ﬁled an Apphcataon with the
‘:Qﬁ:missiien requesting -guthority to increase the long term debt in its cgpitai_ structure by
i "i;'ig' the existing short term debt and by iSsnin;g’ additional long term indebtedness to make

ftical improvements to the water system needed for the continued service to the Company’s

existing and futurc customhers. The proforma cost and expense associated with these facilities
4 loans have been included in the subject rate Application.
- WHEREFORE, the Company ieSpectﬁﬂiy requests the Commission to (a) issue a

Procedural Order setting this matter for hearing vand_'esmbiishing'the appropriate timetable for




| 1l conduct of a hearing (b) following hearing in this mater. establish the Fair Value Rate Base of
'the Company, (¢) amthorize revenue levels as requested herein to support the expenses as set
Eonh in the Application, (d) include within those authorized revenues. a fair rate of return on the
'zi*‘air Value Rate Base so established, and thereafter () authorize the rates and charges set forth in
% "the Company’s proposed form of Tariff appended to this Application, and (f) authorize such

other and further relief as may be appropriate according to the applicable law.

)

AL

Richard L. Saliquist, Esq.
SALLQUIST & DRUMMOND., P.C.
2525 E. Arizona Biltmore Circle
Suite 117

Phoenix, Arizona 85016

Attorneys for Applicant

™
DATED this {3 day of June. 1999,

{i Docket Control

Arizona Corporation Commission
{ 1200 W. Washington

{ Phoenix. Arizona 85007

Hearing Division
Arizona Corporation Cormmission
11200 W. Washington
| Phoenix. Arizoma 85007

18 || Legal Division

. 1} Arizona Corporation Commission
11200 W. Washington

} Phoenix, Arizona 85007

| Utilities Division

"} Arizona Corporation Commission
© {1200 W, Washington
22 }iPhoenix, Arizona 85007
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LIST OF EXHIBITS

g Schedules per A.A.C. R-14-2-103

B. Direct Testimony of Ronald L. Kozoman

C. Tanff
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EXHIBIT A




Sch.
_No.
A

A-2

A3
A4

A
B-1
B-2

B-3
B-4
B85
C-1
G-2
c-3

D-1
-1
D2
D3
(2
D-4.DF
Ded-y
E-1
g2
E-3
E-4
E.5

E6
£.7

Vail Water Company
index of Standard Filing Schedules
Page 4

Surmary of the increase in revenue requirement and the spread of the
revenue increase by customer classification

Bummary of the results of operations for the test year and for the test year
and the two fiscal years ended prior to the end of the test year, compared
with the projecied year. '

Mot reguired for Class. C Water Ultility

Canstruction expenditures and gross ulility plant in service for the test year
and the two fiscal years ended prior to the end of the test year, compared
with the projected ysar:

Not required for Class C Water Utility

Schedule showing the elements of original cost rate bases.

Schedule listing pro formz adjustments 1o gross plant in service,
accumulated-depreciation, and Conlributions in Aid of -

Contribulions in Aid of Construction for the original cost rate base
Omitted - Origirfal Cost Requested for Falr Vaiue

Omitted - Onginal Cost Requested for Fair Vaiue

Schedule showing the: computation. of working capital allowance.

Test year income statement, with pro forma adjustments.

Schedutes showing the detaib of all pro forma adjustments.

Schedule showing the incrementaltaxes and other expesnes on gross
revenues and the computation of an incremental gross revenue conversion
factor. :

Summary of Cost of Capital.

Company's Gapitatization with and without proposed debt

Schedule Showing the detail of long-term debt and short-term at the end
of the test year and the projected year ang their total cost,

Schedule showing the detail of preférmed stock at the end of the

test'yaar and the projected year, and their tolal cost.

Schedule summaring conclusions of the required return on common
equity at the end of the test year and the projected year.

Projected Cash Flow at present rates by manth ‘

D-4-1C/08S interest Coverage and Debt Service

Test of financial viadility of comparison companies to Applicant at
Presend and Proposed Rates

 Comparative balance sheets for the end of the test year and the two fiscal

years ended prior to the end of the test year, actual and restated.
Comparative income statements for the end of the test year and the two
fiscal years ended prior to the end of the test year, actual and restated.
Not required forClass C Water Wiility

Not required for Class C Water Utility

Comparative schedule Showing by detsit account number, utility plant
balances at the: erd of the test year and the end of the prior fiscal year.
Mot required for Class-C Water Utility

Comparative operaling statistics on customers, consumption, revenues,
and pumping power expense for the test year and the two fiscal years ending
prior to the test year




Sch.

No.

e

F1

H-2
H-3
H-4
H-5

Vail Water Company
index of Standard Filing Schedules
Page 2

Comparative schedule of all significant taxes charged {0 operations for the
test year and the two fiscal years ended prior to the end of the test year.
Audited Financial statements and notes to the financial statements.
Projected income statements for the projected year compared with the test
year, at present and proposed rates.

Mot required for Class C Water Utility

Projectedannual construction requirements by property classification, for
one year subsaquent to the-test year, compared with the test year,
importantassumptions used in preparing forecasts anct projections.

" Cost of Service Schedules - Not Filed

Compansen of revenues by customer classification or other classification
of reveniue-for the'test year, at present and proposed rates.

Comparison of revenues by class of service and by rate schedule for the
test year al present and proposed rates

Gallons:sold by month and customer ciass

Comparison of present and proposed rates schedules.

Typical bill analysis,

Bill counis.
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Vail Water @ampany
Test Yeal Ended Degernber 31, 1998

- Compmzation of Increase in Gross Revenue Requirements

Rate ncrease without revenue antiuatization of 58 x 3/4"

As Adjusted
‘Original
Cost
Adjusted Rate Base $1,046,978
Adiustedepiératirsg {ncoms ($177.279)
urrent Rate of Return ~16.93%
Reqsgxire_d,;@peraﬁng income 3121 ,555
{Line ¥ Lire 8}
Required Rate of Return 11.61%
Operating Income Deficiency $208,834
Gross Revenue Conversion Factor 1
Increasein Gross Revepue Requirement
Yyhich nchides Propedy Taxes at - $318,357
proposad-rates of 19,524
: Present
Customer arid/or Meter Classification Rates
‘From Customers an:

5/8% 34 Inch Metars _ _ 311,752
Revenue Annualization /8% 3/4" Meters 23,344
© 1 inch Meters 2871
2 inich Meters 1,700
BinchMeters 530
Standpipe o
Miscelianeous Reveniyes | 3341
Total Revenues . $343.607

{a) SUPPORTING SCHEDULE B-1
(by SUPPORTING SCHEDULE ©1

EXHBIT

SCHEDULE A-1

PAGE 1

WITNESS: Kozoman

Proposed Dollar Percent % of Total
Rates Change  Chapge  Increase
598,931 287,17¢ 92% a0.21%
44,848 21,508 92% 6.75%

7,244 4,275 144% 1.34%
4,862 3,183 186% 0.90%
2,828 374% 0.70%
g 0% 0.00%
3,341 - ‘

$862054 __9263% 100 00%

meters

{¢) SUPPORTING SCHEDULE G-2




Vail Water Company EXHBIT

Test Year Ended December 31, 1098 CHEDULE A-1
Computation of increase in Gross Revenue Requirements PAGE 1
As Adjusted . WITNESS: Kozoman
Line Crniginal
Ne. Cost
1 Adjusted Rate Base $1,046,978
2
3 Adjusted Operating income ($177,279)
&
5  Current Rate of Return -16.83%
8 :
7 Required Operating income $121,555
8 {Lineixline® '
§ Reguired Rate of Return C1.81%
10 .
11 Operating income Deficiency -~ $288,834
12
13 Gross Revenue Conversion Factor 1
4
158 Increase in Gross Revenue Requirement
16 Which includes Propery Taxes at $318,357
17 nroposec rates of 18,524
18 ’
18 ’ Present  Proposed Doliar Percent % of Tota!
20 Customer and/or Meter C lassification Rates Rates Change Change increase
21 From Custoners on: ’
22 5/8 % 34 Inch Meters 311,752 598,931 287,179 92% 90.21%
23 Revenue Annualization £.8 x 374" Meters 23,344 44,848 21,505 2% §.75%
24 1 inch Meters 2,871 7,244 4,273 144% 1.34%
25 2 inch Meters 1,700 4,862 3,183 186% (.98%
26 6 Inch Meters £90 - 2,828 2,238 379% 04.70%
27 Slandpips 0 C 0 0% G.00%
28 Miscéllanesus Revenues ) 3,341 3,341 )
2% Tolal Revenues 3343697 3862054  $318,357 9263%  100.00%
30 Raie Increase without revenue annualization of 5/8 x 3/4” maters $296,852
31 ' ' - ‘ _
32 {a) SUPPORTING SCHEDULE B-1 {c) SUPPORTING SCHEDULE G-2
33 {b) BUPPORTING SCHEDULE C-1

34




Vail Water Company EXHIBIT

Test Year Ended December 31, 1898 SCHEDULE A-2
Surnmary of Results of Operations PAGE 1 _
With Corrected Depreciation from Schedules B-1 & E-2 ' WITNESS: Kozoman
Prior Prior Test Year Projected Year '
ine Year Year . Actual  Adjusted Present  Proposed
o.__Description 123496 12/3197  12/31/88  12/31/98  Rates
1 Gross Revenues $185,008 5209334  $260,719 $343,697  $343.657

'3 Revenue Deductions and
¢ Operaling Expenses 5227814  $305473 5403363  $520,876  $520,876

- Qperating Income (542,806) - (596,138) ($142,644) (S177.279) ($177.279)

8. Qtherincome and

Deductions 2,928 $0 $711 $711 $711

- Interest Expense 125 7340 262542 76811 76,811
13 Netincome ($40,002) ($103479) ($144559) ($253379) ($253.379)  $45.455
‘ 7;,;{5@;:;@:3‘1 Per Average _ | ‘
16 Common Share (540.00). ($103.48)  ($227)  ($387) (3397 507
|8 Sizf%dzemds Per

Cominon Share 0 0 0 0 v

21 Payout Ratio 0 0 0 o 0

‘:Rét‘um{an Average » ,
 Invested Capital 6] (1) -9.43%  -11.72%  -12.79% 7.92%
26 Return on Year End '
27~ Capital -4.81% -8.57% -7.49% -8.31% ~10.74% 6.23%
26 Retum on Average » ' |
L Comritn Equity {1 {1 -4297.80% -7533.068%  332.42% 62.10%
Return on Year End :
Common Equity 4} - {1 286.44%  -502.07%  124.87%  47.38%

Times Bond interest Eamed , |
 BeforeIncome Taxes (28645  (2182) (5433  (3H @31 . 158

/38  Times Total Interest and
- Preferred Dividents Earned : - ’ o
After incomi Taxes (342.45) {13.10) {54.33} 2.31) (2.31) 1.58

2 (1) Not Meaningful due to Negative Equity andlor Negative NetIncome
3 | SUPPORTING SCHEDULES
44 @EZ

45 (byC-1

46 (&Y F-1




Vail Water Company
Test Year Ended December 31, 1998
npenditures
and Gross Utlity Plant in- Service

IRE

" Prior Year Ended 1996
Prior Year Ended 1997
“Test Year Ended 1998

Projucted Year

@0 i Oy 0

ik sk
]

C:ensm;ctian
Expenditures
55472
1,880,243

15,000

EXHIBIT
SCHEDULE 504
PAGE 1

WITNESS: Kozoman

Net Plant Gross

Placed WUlility
in Plant
Service in Sewvice
1,231,683

55472 1.287.155
1,680,233  2.967.388

15,000 2,882,388
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Mail Water Company
Test Year Ended December 31, 1998
Summary of Original Cost
Rate Base Elements

Gvoss LHitity Plant in Service
L858 Accumulated Deprectation

Ket Litility Plast i Service

Lass:
Customer Advances for
Conslryction
Heter Deposits
Contributions in Aid of
Congtruction - Net of Amuostization
Defenad income Taxes
Dederrad Investment Tax
Taxes

Aol
Frepaid Water Rights
WIFA Reserve Fund
Allowanee for Waorking Capital

Total Rale Base

SUPPORTING SCHEDULES:
{(zy B2 {c} E-1
B3 @ B-5

EXHIBIT
SCHEDULE B-1
PAGE 1
VATNESS: Kozoman

Original
Cost
Rate
Base

$2,967,388

506,760

32460628

1,320,088
37,884

182,863

70,188
13,870

43,138

$1,046,978

RECAP SCHEDULES:
{e) A1




Vait Water Company EXHIBIT

Tast Yeac Ended December 31, 1988 SCHEDULE B-2
Original Cost Rate Base PAGE 1
Proforma Adjustments WITNESS: Kozoman
Actual Adjusted
atend at-end
of Test of Test
Line Y aar Proforma Adjustmenis Year
M. {a) Label Amount (b)
1 Grosy Utility ‘ '
& iantin Sewvice 2,068,497 8l 78,891 2,867,388
3
4 Piank Trom WIFS Loan {bj §18,000
&  Less
£ Aucumulated
¥ Depreciation 788,098 fo} {282,335) 506,760
-3
¥ Nt Uity Plant
10 in Sewvice 1,280,402 2,460,628
1%
12 Customer Advances for
3 Construction 1,355,735 {e] {35.650) 1,320,085
14
15 Mater Daposils 37,895 37,895
16
17 Contribulions in Aid of
18 Construction {d] 359,686
18 Less: ﬂmmmmtmn (176,823)
20 Net Comtributions in Al of Construction 182,863
21
22 Frepaid Water Rignls 73882 i (3,694 . 70,188
23 WIFA Reguired Resaive fal 13,870 13,870
24
25 8l Trans' st Construction Work in Progress to Plant in Service.
o Future plant'to be financed by WIFA foan.
27 Cone rtfm.cumuiateé err' n!stm 1o Reflest Depreciation Rate allowed
28 in lastrate case, using ACC Staff balance for Accurrulated Depreciation.
28 Recognize Contibutions in-Aid of Construction and AmoRtization thereon.
30 el Remove Advances in Aidof Construction; notinvested in plant at end of test year. -
N on Recdgnize Prepaid Water Rights and Amortization thereon
32 g WIFA Raevquired Reserve Fund
33
34
35 _
36 SUPPORTING SCHEDULES: RECAP SCHEDULES:
37 (@ EA {byB-1
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Vail Water Company

Test Year Ended December 31, 1983

Amortization of Contributions in Ald of Construction

Line

S

¥
mmwmm&wmwgg‘

Exhibit

Schedule B-2

Page 3

Witniess: Kozoman

CIAC from 1986 Rate Qrder, ACC Decision No. 61110

{Gross CIAC Proposed by
RUCO
Less: RUCO Amortization)

Net CIAC at 12/31/896
Apnostization frorm 12/31/486
o 12/31/88

Arnortization from 1987

Armnortization from 1958 st
500% Rale
2.58% Rate

Agditions 1o CIAC in 1883

Gross CIAC in Plant in Service

rookup Fee Tarnffs (Note 1)
Annexation (Note 1)

Total CIAC

MNote 1:

Gross Net

GIAC CIAC

329,680

146,514

183,172 183,172
18,484 166,688
10,880 155,608
2,835 152,863
30,000

..359.688 182863

5,040 187,603

141,883 328,796

5;)6,{519 329?%

Company has nol invested in plant for tanffs collected. No
ammortization caleulated. Plant and CAIC are not included in
FRate Base. Please see Schedule B-1/ Money Market Funds from CIAC.

Accumuiated
Amortization

146,514

162,998

173,988
176,823




Vail Water Company Exhibit
Test Year Ended December 31, 1998 Schedule C-1
Statement of Revenues and Expense Page 1

Witness: Kozoman

Adjusted
with
Adjusted Proposed Proposed -
Test  Proforma Adjustments Test Rate Rate"
Year Label Amount Year Increase  increase.

$257,377 I $59,635 $317,012 $206.852 §6
3,341 3,341
0
~ TR 23,344 23344
it Revenuss $260,718 §62,978 5343 697

QOperating Expenses:
Salanes 569,713 i8] $3,752 $73 4865

37,728 {12 47,160 84,838
A {(3.930) {3930

39,634 3 3,674 42,307
1,188 1,189
874 874
6,974 6,974
19,468 19,468
119,506 18} 3,878 123384
2605 [0} 22,395 25,000
6,000 6,000
3,600 3,600
14425 14,425
5944 7] 119 6,062
7,088 [8) 7.209 14,308

o 0
14,548 (8] [11] 12,840 27,388

‘ 54,057 4] 16,822 70,878
fté?:atwn of Prepaid Water Rights. 1121} 3,694 3,694

Total Operating Expenses ... $AD3.363 LB117813 $520976 819,524

- Operafing income RN (534,635) ($177,279)  $298.834
- Interest Expanse 2625 1131114} 74,186 76,811

Other Income ~ LU ‘ o 711
- Nstincome ; {$108,820) {$253,379)
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Vail Water Company EXHIBIT

Bdjustment to Revenues and/or Expense SCHEDULE C-2
Test Year Ended December 33, 1388 PRAGE 2
Adiustment Number X WITHNESS: KOZOMAN

Line
Adiustment to reconcils to Bill Ceunt Present Revenues.

I

2

3 Retes from prior rate case not implemented until August 1938.

4 Hew rates weres spplied to the entire year. Adjustment of 559, 635
£ o reguized to zecuncile.
&
T
4
g

fevenues per bill count §317,012
Pevenues per bocoks 287,377

Incregse due to rate increase . $58, 635

s b

[
o L

Adsustment Lo Favenues and/or Bxpenses




Vail Water Company BAHIBIT

adjustment to Revenues and/or Expense SCHEDULE C-2
Test Year Ended December 31, 1998 PAGE 3
- Adjustment Numwber 2 WITRESS: KOZOMAN
: Line
1 Adjustment to BAnnualirze Revenues from Customers on 5/8 x 3/4 Inch Meters
e
3 Additional Revenues by Using End of Test Year Number of Customers
4 Times Average Monthly Revenue per Customer 523,344
$ {Pleaase see Schedule -2, page 3a for supporting computations
-

L
on Revenue Annualizatien)

LI

Addisiomnal Bills

551
Addiziconal Gallions

4,109,124

[

P I
Mt et T e €D

Adiustment to Pevenues and/or Expenses




S Yail Water Cnmsmzy Exhibit
Test Yesaz Ended December 31, 1938 Schadule C-2
Adiustment to Revenues and Expenses Page 3a

Rigvanue Annudlzation for Customers on 5/8 x 344 inch Meters Winess: Kozoman

- _Jan-88 Feb, March April May June
v, -Average Usage 5828 €410 5,204 7854 8486 18,022
Year End Numper of Customars 634 634 534 834 834 634
Actual Nou Customers in Month 541 541 548 568 579 580
increase or Dectaase iy Number of '
vcusmm to the end of the test year 93 g3 86 68 55 54
Average Bill at Present Rates $3626_ $3844 3302  $4387  $4676
3 'imma&e in Revenues, by Manth. C 337175 357481 201681 2809564 254423
Badisonat Gallons o be produced 542,013 586,183 447577 518704 467,268
duby Aug. Bept. Qet. Nov, Dec.
: Aymage sage 11,988 7,868 8,346 0080 7,379 5,284
Year End Nember of Customurs 634 634 634 634 634 634
Actusl No Custbmers in Month 580 597 &M 510 625 633
mm or Decrease in Number of
Customersio the end of the testyear 3y 33 24 8 4 o
fweem B at F‘raa&m Rates $50.35 $44.28 $48.70 $48.41 $42.07 $37.96.
zmm&a irevenus; by Mobt ZA9757 148122 1D38673 435.67 42 07 4,00
mmw Gallghs 1o be produced 443,938 262,957 200,302 81,818 7.378 O
stal Addtonal Bilings
“Total Revenus Annualizaton
- Totd Addtional Gallons to o Produced, in thousands of Gallons ,4,109,124
Jan-98 _Feb March April May June
: fawrage‘aﬂi aFropased Rutes $69.66 $73.85 $65.17 $44.29 $86.87 . $95.86
‘ncrease orDerrease in Numberof :
. Customerstothe end of thi test year 93 93 86 86 55 54
‘iamme{ (Decrease) in Revenus, _
oy Montr 647859 G.B8B4T 560475 5,562.87 4 887.79 5,392.51
July Aug. Sapt, Oct. Nov. Dac, ‘
‘Averade Bif &t Proposed Rates $114.08 585.07 $87.78 $93.00 $80.83 §72.84
- inerease or Decrease in Number of
Customerstothe eridofthetestysar 37 33 24 2 1 0
Increase @eceease) in Revenue, v
by Month $422125 $2807.39 $210697  $836.96 $80.83 $0.00
Tétal Revenue Annualization at Proposed Ratés $44,848 33
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Vail Water Company
Adjustment to Revenues and/or Expense
Test Year Ended December 31, 1398

Adjustrent Number 10

Brior Rate Case Expense
Ampriization Period in months
Monthly Anmortization

Sapt. 1998 to Dec. 1998 awortization
Unamortized balance

Naw rate case expense .
Total Cost of new and old rate cases
Amsrtizaticn Period in months v
Monthly Amcrptization

iz
Banual Amervization amount’

Test Year erpense amount
Adjustment ‘o Revenues/Expenses

EXEIBIT
SCHEDULE C-2-
PAGE 11

WITNESS: KOZOMAN
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Vall Water Company Exhibit
Froperty Tax Computations Based on Annualzed Schedule C.2
and-Praposed Revenyes and Plast Page 122
Test Year Endad Dacember 31, 1008 Witness: Kozoman
Using Corapany's Propased Revenues and Net Plant
(a}
Proposed
Revenyes
© Rawenies - Annualized - Proposed Rates 550,629
T Times Ruvenue 1,101,258
Gruss Flant 2,967,388
Lese - Accumulated Depreciation 506,760

et Prant or Book Vaiue 2,460,628

Rovenue § Nel Plant= Utllization Factor 22.378%

T e “g%

- Deguriment of Revanue Factor for Plant 45%
Two Tamas Rineenue without sales tax 1,101,258
Het Prant Tovies UlilzationFactor, plus materials & supplies of 1,107,282
Comelaled Value, assuming S0% of plant and 50% of revenue 1,104,270
T CWIR 2t 30%
Transportation Equipment Deduction -12.243
Full Cash Value 1,082,027
Times Assesyment Ratio at 25%

Assessad Value

- Property Tax Rate 14.308%
Propary Tax Expense 30081
fay Kising 65% of Proposed Revenues and 35% of adjusted present revenues
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Vail Ratez Company . : EXHIBIT
Adjustment o Revenues andfcr Expense SCHEDULE €-2
Test Year Enderd December 31, 1998 PAGE 15
Bdjustument’ Number 14. WITNESS: KOZOMAN

Interest On WIFA Locan:

WIFA

- Loan
WIFA Finascing 819,000
Repayment Term:

Years K ' 20

Months . 240
Interest On Notes Payabie:

Apnual, 75%% of Existing Prime of 7.76%: 5.%100%

Monthly 0.43417%
Aanaity FTacteor for Payments 141.740796
Monthly Tayments 5,778.15%

LW ® BB W g

[
)}

e
w

i3

o

Netes Payable: : Egiangg
Mants  Paymsal  laterest  Runcipal s819
£,778.15 3,965, 33 1,812.83 saza,‘

5.??8.15 '3,956.55 1,821,851 3815, 366

5,178.15 3,947,713 1,830.42 3813,535

5,718.1% 3,938.37 1,839.29 © O BH11,595

5,778,156 3,929.96 1,848.1¢ . su09,843

5,178,185 3,921.01 1,8587.14 $807, 951

5,778.15 3,912.02 1,866.13 £806,124

9, TTR.1E 3,902.99%. 1,875.1° £R04,242

5, 118,15 3,893.91 1,884.25 . #02,365

LTT8.15 3,884.78 1,693.37 : 200,472

,778.1% 3,B875.62 1,90%7.54 198, S6y

G, TR 1S 3,866.41 : . 31%€, 657

Totals 69,338 45,995 32,343

et
—t

Ly

b
L

L S I T A T S

or

Bdjustiment t¢ Revenues and/or Expenses

Tatai Annuaxl Payments frem Pages 13 and 14
Total Interest Expense from pages 13 and 14 -




Vail Water Company
Test Year Ended December 31, 1998
Computation of Gross
Revenue Conversion Factor

EXHIBIT
SCHEDULE C-3
PAGE 1

WITNESS: Kozoman

Percentage
of
incremental
Line Gross
No.  Description Revenues
1 Federal income Taxes 0.00%
2
3 Siale income Taxes 0%
4
§ Ciher Taxes and Expenses
&
7
]
9
10 Total Tax Percentage 0.00%
11
12 Operating Income % = 100% - Tax Percentage 1
13
14
15
16
17 1 = Gross Revenue Conversion Factor of:
18  Operating Income 6
18
20
21
22
23
2%
25
P
v g
28 SUPPORTIMG BCHEDULES: HECAP SCHEDULES:
28 A1
30

31




Vail Water Company EXHIBIT
Test Year Ended December 31, 1888 SCHEDULE D-1
Summary of Cost of Capital PAGE 1

WITNESS: Kozoman

End of Projucted Year Based

___Eneof Test Year Basedon invested Equity Based lnvested Equity Plus Proposed income

Pacant {&} Percent {e}
of Cost Weighted of Cost Weighted
Amgunt ol - Rale GCost Amount Total Rate Cost
Long-Tarm Debt () £283,000 12.93% 10.25% 1.33% $288,301 12:62% 10.25% 1.29%
Long-TarmDebt (s} $819000  3614%  581%  210%  §796857  3487%  581%  203%
Toiat Dent 51112000 45.07% 6.98% 3.42% $1.084,95%  47.48% 6.98% 3.32%
Prefernxd Stock ()
Cormmirs Bouity {0} $1,154184 5038%  1607%  815% 51198838  5251% 1607%  B44%
' 19.81% $2,284 567 100.00%
End of Projected Year Based
___Endof Test Year, Based on Adiusted Equity on Adiusted Equity
Percant (&) “(e) Cost
of Cost Wisighted Cost Rate Weighted
{oested Copdal Amount Tott Rale ‘ Ampunt ate )] Cost
Leng-Term Debt 1a) $23000 /2% 10.25% 2.58% $248,301 24.41% 10.25% 2.502%
iong-Term Devtia) _ S818000  7045%  581%  409% $795657  67.46%  581%  3920%
Tetai Debot FUI12006 o5m8%  688% 6.66% $1.084,050 91.88% 699%  6422%
Preferrad Skock ()

Comman Equity (¢} L395822 | B.A2%

11363%  9.23%
3

ses

. SE04ET A% 11383%  493%
... 190.00% *

Hequited Overall Return for Interest Coverage and Debt Service {Please See Schedule D-A4G/DS)

Reguired Cperating lhcome $121,555
Rate Base ..1.048.978
fequired Rate of Return iR

AR

Required Equily Return for Feasonable Interest Coverage and Debt Service

Adjusted . Invested

Equity
Rewim on Rafe Base 1181% ;
Less: Weightec! Debt Cost 558 ?
Weighted Equity Return 4.93%
Welgitied Equity Return Divided by

Enuity Cormponent
Renuired Equity Retum

SUFPORTING S3CHEDULES:
{8 -2 €) 04
I3 {HES

SR ARARLUNHERR YEBNNEEYBKRBGE TG Eon Jge e oasun=F]
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Vait Watar Company

Test Year Ended December 31, 1908
Summary of Cost of Capital With and Without Proposed Debt and
interest Coverage and Debt Sexvice

EXHIBIT

PAGE 2

SCHEDULE D1

WITNESS: Kozoman

Percent
Anount of Total -

Long-Term Debt $283,000 12.93%
Long-Term Debt $819000 . 36.14%
Total Debt 31,112,000 49.067%
Commaon Equity $1,154,184 50.93%

$2.206,184  100.00%
—_End of Test Year, Sased on Invested Equity Without Proposed Debt

from Stockholders andlor WIFA
Percent Percent
Amgunt of Total Amount of Total

Long-Term Debt 30 0.00% Long-Term Debt $0 0.00%
Long-Temn Debt £819.000 35.14% Long-Term Debt $0 0.00%
Totai Debt $819,000 35.14% Total Debt $0 0.00%
Common Equity 51447414 63.86% Common Equily 51,447 414 100.00%

$2.266.414  100.00% $1.447 414 100.00%
Debt Service and Interest Coverage at Present and Proposed Rates:
Interest Coverage:

interest Actual Adiusted  Proposed
Expense  Besults Resulls Rates
Operating Income ($142,644) ($177,279) $121,555
No Debt: 0 ’
WIFA Debt 46,985 {3.04) {3.77) 2.59
Stockholder Debt 29,818 {4.78) (5.95) 408
WIFA & Stockholder Dent 76,811 1.86) (2.31) 1.58
{Operating Income divided by Interest Expense} ’
Debt Service:
Actual Adjusted  Propased
Amount Results  Besults = Ralss

Operating Income (3142.644) (8177.278) $121,555
Depreciation 54 057 70,878 70,878
Amortization of Prepaid Water Rights 3,694
Available for Debt Service {488,588} (5106400) $196,127
Principa! and Interest Payments
No Debt 0 0 4]
WIFA Debt 59,338
Stockholder Dabt 34,542
WIFA Fund Reserve 13,870
Meter Deposit Refunds 3,780 3,790 3,780
Payments of Advance in Aid 16,883 16,883 36,655
Total Debt Service 20,673 20,673 158,184
Delit Service {4.28) {5.15) 1.24




Vail Water Company EXHIBT
Test Year Ended December 31, 1668 SCHEDULED-2
Lost of Longtemm and PAGE 1
Shon-Term Debt WITNESS: Kozoman

EndofTestyear End of Projected Year

Amount  loleresl  Annusl Amount  interest  Annual
Diescriphion of Debt Quisiending Rate  inlerest Quistanding Rate  Injerest

Long-Teim Dubt

WIFA Loan 819,000 S81%  S47.584 796,657 581% 545,286

PUR Wi Soniiitac Ao LS

- otes Payable 203,000 1025% __$30033 3283301  10.26% __$29.551

LomgeTeern Debe {a) §77616  $1,084,950

s somsw s
Cost Rite () L 58709% ‘ .s.afgszgg&

l; - Shat-Teirn (bt

17 ShorTeem Debt {a)

Tolal bt Cost Rote (3}

31084059 6.99% S75837

S

{1} Plepse veuw Schedule C-2 tor interest comiputations which include principal repayment

SUPPORTING SCHEDULES: RECAP SCHEDULES:
{8y B« (&) D-1




 Totalta)

Cost of Preférred Stod

End of Test Year

EXHIBIT
SCHEDULE D-3
PAGE 14

WIINESS: Kazoman

B o

Dividend

_End of Projected Year

Sharey
Ouistanding _ Amount

Dividend
Requirement

Not Applicable, no preferred stock issued or outstanding

Cost Rate (3)

| SUPPORTING SCHEDULES:

ey et

RECAP SCHEDULES:
By D-1




[ I

&

e

[ IR

Vail Hatar Compaoy EXHIBIT
Teay Year Ended December 31, 19%8 SCHEDULE D-4
Recommended BEgquity Return PAGE 1
KITHESS: Kozoman

Eguity Return based on Computed BEgquity Return Method
iiscounted Cash Plow and Capital Asset Pricing Nodel
adjugrad for Company specific business and
and fipancial risk) N/A

Rate of Return Schedule in Standard filing Schedules

spplied vo Invested Capital 16.07%
. et
Buned on Interest Coverage and Debt Bervice

BiA = Hot applicable.




Vait Water Company Exhibit

Test Year Ended December 31, 1988 Schedule D-4-1C/DS
interest Coverage and Debt Service Computations Page 1
with Proposed Debt at Proposed Rates Witness: Kozoman
Line interest Debt
No. Coverage Setvice
1 Availabie for Interest Coverage:
2 Operating Income $121.558
3 interest Expense 76.811
4 interest Coverage 1.58
5
&
7 Availabie for Debt Service
8 Operating income $121,555
9 Add:
10 Amaontization of Prepaid Water Rights 3,694
11 Depreciation Expense 70,878
12 Available for Debt Service $196,127
13
14 Debt Service (Interest and Principal Payments) 103,852
15 Meter and Service Line Refunds 3,790
18 Repayment of Advances in Aid of Construction
17 1588 Refunds (based on 1997 revenues ) increased in ratio of
18 Proposed Rates / 1997 Revenues = 16883 x
19 Proposed Revenues / 1897 Revenues
20 {Computation hsted below) 2171096 36,655
21 Funding of Reserve Account 13.870
22 Total Debt Service 158167
23
24 Detr Service Covarage 1.24
25
26 Ratio of Proposed Revenues to 1997 Revenues
27 Proposed Revenues without
28 Misceflaneous Re renues $658,713
29 1997 Revenues wi hout rmennen = 2 171096
30 Miscellaneous Revenues $207.724
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Vail Water Company EXHIBIT
Test Year Ended December 31, 1968 SCHEDULE E-1
Camparative Balance Sheets PAGE 2
With Correct Accumuiated Depreciation and WITNESS: KOZOMAN
Contributions in Aid of Construction
Test Prior Prior
Line Year Ended Year Ended Year Ended
Neo. 12/31/88 12/31/97 121311/98
t  Cument Assets '
2  Cash & Working Funds '$63,685 $28,270 $30,838
3  MoneyMarket Funds from CIAC {a) 147 644 ] 0
4 Customer Accounts Receivable : 28,171 22,253 17,048
5 Prepaid Water Rights 73,882 73,882 41,885
B Other Current & Accrued Assets 55539 29 457 18,718
7 Total Curent & Accrued Assets $369,821 $153 862 $108,487
8
-8 Fixed Assels
Utility Piant : ©$2,089.487 $1.287.155 $1,231,683
Property Meld for Future Use o . 0 0
Construction Work in Progress 78,891 222,548 35,592
Accumulated Depreciation ' 506,760 433,358 370,557
Total Fixed Asseis 31,641,627 $1,078,350 $897,718
Total Assets $2.011,548  $1,230,212 51 ,G@ns
Accounis Payable $67 560 $71,906 $50,303
Notes Payable (Current Portion) N 80,000 0
Customer Security Deposits 48,717 33,7358 27,888
Accrued Taxes 170 7,284 0
Accrued interest 0 6,966 0
Lther Current & Accrued Liabilities 159,104 9 6,937
TFotal'Current Liabilities $275,550 $208.891 $85.128
Long-Term Debt (Over 12 Months) 0 ¢ 0
Long-Term Notes & Boruls 8 0 0 0
Deferred Credits
Advances in Aid of Construction $1,355,735  $842866  $615870
Accumulated Deferred 1.T.C. , o 0 0
Contributions in Aid of Construction ' 506,619 386,565 386,565
L ess: Amottization of Coatributions 176,823 165,370 148,019
Accumulated Deferred Income Taxes D 0 0
Total Deferred Credits - $1:885531 31,064,061 $856,416
Total Liabilities and Deferred Credits 51,061,081 $1,273.9852 $941,544
Common Stock ’ $638,085 $638,099 $638,099
Paid in Capital : 516,085 428,085 426,085
Retained Eamings {b) (1,103,717)  (1,107,624) {989,523)
Total Capital Accounts $50,487 {$43,740) 564,661
Total Liabilities and Capital $2.011,548  $1,230.212  $1.008.205
{8} CIAC funds, which have not been invested in plant at this date.
(23] Corrections for Arizona Corporation Commission alfowed depreciation
rate, contributions in aid of construction, and Prepaid Water Rights made
through Retained Earnings.




i Water cqm;:any EXHIBIT

Test Year| k(iecf {)ecambar 31, 1998 SCHEDULE E-2
Comparative Income Statements PAGE 2
With Corrected Depreciation Expense WITNESS: KOZOMAN
Test Prior ‘Prior
Lme Year Ended e@r Ended Ye r:;_ nded
No. 32;31;93 1231197 2/31/98
1 ‘Operating: Revexmes
2 ~ $257,377 $207.724 $§ﬁ3,5§2
3 : 3 3,341 1,610 1,508
4. mssetianaous Revenues D : 0 0
5 : '
& Total Rea@enues $260.719  $208.334  $165.008
$68,713 $60,513 855,769
37,728 -0 0
30,634 34,997 286,165
1,188 Ri] 0
874 5,923 1,843
6,974 6,004 13,284
19,468 6,594 3,134
119 5@6 - 78,744 30,026
. 2,805 20,529 0
6,000 . 2,500 0
3,600 5420 3,783
14,425 17,185 5,000
5944 5586 517
7,089 5670 8,594
4] 1 S
14,549 14,463 19,857
54,057 43445 ' 59,845
B R .
54&3 3@3’&‘1 - 8305473 _$227.814
$1 42 644) {$96,139) {$42,808)
T 5t 10
: 2625 7340 . 32
Net Income ‘ 03,428) . (34:.728)




Vail Water Company Exhibit
Tast Year Ended December 31, 18%& Schedule E-5
Page 1
Witness: Kozoman

Plant
Additions,
Plant Reclass- Blant
Balance ications or Balance
Acet. » at or at
No. Plang Description » 12731787 Retirements 12/31/98
%01 cCrganization Costs

2 302 Franchises
3 303 Land and Land Rights $3,500 $3,500
4 304 Structures & Improvements €1,770 €1,770

5 307 Wells & Springs 40,652 105, 084 145,736
& 311 Elestric Pumping Eguipment 129,875 159,717 286,392
T 320 Water Treatment Plant o R

.8 330 Reservoirs ‘ o 118,072 118,072

=3 331 Trans. and Distribution Lines 213,454 482,375 1,405,829

10 333 Services 15,376 . 15,376

13 334 Water Meters . 81,410 24,276 105,685

i 335 Fire Hydrants o

1% 33% Structures & Improvements

340 Office Furniture and Eguipment 3,149 4,03%
341 ,Tramsportétion&ﬁquipm&nt 32,500 32,500
343 Tools and Equipment
345 Power Operated Bquipment
347 Miscellaneous Equipment

20 let Staff adjustments to plant (149, 395)  (149,395)
I {prior rate case, specific plant
2 not identified)

3 CWIP From 12/31/%6 Included in Decision 61110 .

24 . 36,593 = 36,593
5 Subtotal ' 1,287,155 781,452 2,069,487
= | :

348 Construction Work in Progress 222,548 {143, 658) 78,890

Total - | 51,505,703 $637,794  §7,148,387

=
fom e




Vail Water Company EXHIBIT
Test Year Ended December 31, 1898 SCHEDULE E-7
Operating Statistics WITNESS: Kozoman
, ‘ - PAGE 1
Test Prior Prior
. Year Year Year
Line- , . Ended Ended = Ended
‘No. . , : 12/31/88 12031097  12/21/96
1 WATER STATISTICS: L .
2
3 Revenuezfmmﬁaﬁwme?s: $2680,718 5207724  $1B4805
5  Year End Average Number of Customers: 583 537 444
6 o L )
7 - Average Aonual Revenue: : $439.54 = $386.82 $416.23
8 B '
10 Pumping Cost Per 1,000 Gallons v $0.663 $0.578 $0.605
T : : .
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W% Paachin & Peto (PARSLTD

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors and Shareholders
Vail Water Company

We have audited the accompanying statements of assets, capitalization and labilities-
income tax basis of Vail Water Company {an Arizona corporation) as of December 31,
1988 and 1997, and the related statements of revenue, expenses and accumulated
deficit-income tax basis for the years then ended. These financial statements are the
responsibitity of the Company’s management. Qur responsibility is to express an
opinion on these financial statements based on ouraudits.

We conducted our audits in accordance with generaliy accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance aboutwhether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits
provide:a reasonable basis for our opinion.

As dascnbéﬁ inNote 2, these financial statements were prepared on the basis of
accounting the Company uses for income tax purposes, which is a comprehensive
basis of accounting other than generally accepted. accountmg prmc:pies

in ouropinion, the ﬁnancia‘!statemeﬁts_ referred to ahove present fai-ly, in all material
respects, the assels, capitalization and liabilities of Vail Water Company as of
December 31, 1998 and 1897, and its revenue, expenses and accumuiated deficit for
the years then ended, on'the basis of accounting described in Note 2.

As shown in the financial statements, the Company incurred operatmg josses of

- $141,410 and $132,422 for the years ended December 31, 1998 and 19897, respectively.
~ AtDeceniber 31, 1998 and 1897, the accumulated deficit totaled $1,194,272 and
$1,052,862, respectively. These factors and others are discussed in Note 17.

@m@w\a@&?} (R 6t

Peachin & Peto CPA's, Lid.
February 10, 1999

s




VAIL WATER COMPANY

'STATEMENTS OF ASSETS, CAPITALIZATION AND LIABILITITES -
 INCOME TAX BASIS

ecenber 31, 1998 and 1987

1998 1997
ASSETS
Jjtility plant
- Land $ 3,500 $ 3,500
Plant and egquipment (Note 3) 2,175,850 1,486,082
Congtruction work in progress (Note 4) 78,891 222,548
Total utility plant 2,258,241 1,712,100
Less accumulated depreciation . 786,718) { 736,754}
Net utility plant 1,471,523 575,306
Software, net of acoumulated amortization
‘of $2,377 and $1,393 573 1,557
Rate case expense, net of accumulated
camortization of $2,605 28,658
Stock acquisition fee - 3,500 3,500
Current assets
Cash 62,951 28,270
Customer accounts receivable 29,803 22,253
- Prepaid expenses (Note 5) 23,381 25,957
 Total current asssts 116,235 76,480 |
Noncurrent assets , é
Money market funds {Note 6) 147,644 %
otal assets $ 1,768,133 $ 1,056,843

See the notes to the financial statements.

4




WATER COMPANY :

: ENTE OF ASSETS, CAPITALIZATION AND LIABILITIES -~
IN > TAX BASIS (Continued)

Decepber 3L, 1598 and 1997

1898 1887
APTTALIZATION AND LIABILITIES
Capitalization
ommon stock (510 par wvalue; 1,000,000
shares authorized; 63,810 shares
issued and ocutstanding) . 8 638,089 3 638,098
L Capital in excess of stated
value (Note 13) 516,085 426,085
Accumulated deficit (- 1,194,272) { 1.052,862)
Total capitalization ¢ 40,088} 11,322
Curient liabilities |
Kecounts payable and accrued
expenses (Note 15} 67,730 71,554
Interest payable to
. shareholders (Note 13) , : 8,104 6,566
‘Hotes payable to
shareholders {Note 13) . 150,000 50,000
 Customer deposits (Note 7) ‘14,812 10,080
" Total current liabilities 241,446 179,000
Cuptomer deposits, long-term (Note 7} 34,105 23,655
Advances for coastruction
Lineg extension agresments {(Note 8) | B 1,355,737 842, 866
Hock-up fee tariffs (Note 9) " ' 5,040
Sub-station advance (Note 10)/~ ' = 30,000
Annexatior agreements (Note 11){ «"tl.b~ 141,893
Total advances for construction 1,532,670 842,866
Total liabilities 1,808,221 1,045,821
Total liabilities and capitalization £ 1,768,133 [ 1,056,843

See the notes to the financial statements.
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VAIL WATER COMPANY

STATEMENTS OF REVENUE, EXPENSES AND ACCUMULATED DEFICIT -

INCOME TAX BASIS

For the Years Ended December 31, 1998 and 1997

Operating revenue

Operating expenses
Administrative and general (Note 12)
Professional services (Note 15)
Depreciation and amortization expenses
Purchased water
Purchased power
Property and other taxes
Repairs and maintenance
Other -

Total operating expenses

Net operating loss before
interest income and (expense)
Interest income

Interest expense

Met loss

Accumulated deficit, beginning of year.

Accumulated deficit, end of year

See the notes to the financial statements.

6

1998 ~897
$ 260,718 S 209,385
122,085 100,547
119,506 99,077
53,512 38,220
37,728 35,106
35,634 31,997
14,841 13,997
6,974 7,230
5,934 8,293
400,214 334,467
( 139,496) ( 125,082)

711

( 2,625) ( 7,340)
( 141,410) ( 132,422)
( 1,052,862) ({ 920, 440)
s 1,194, 272) $¢ 1,052,862)




VAIL. WATER COMPANY
NOTES TO FINANCIAL STATEMENTS
December 31, 1998 and 1997

Note 1 - Organization and Nature of Operations

Vail Water Company, formerly known as Del Lago Water Company, was formed on
June 10, 1958 as a corporation under the laws of the State of Arizona. The Company
is engaged in the regulated utility business of public water supply. The Company is
regulated by severai Arizona agencies, including the Arizona Corporation
Commission (ACC), which has jurisdiction with respect to rates, services, accounting

procedures and other matters. The Company is operating under a rate order effective
September 1. 1998.

The Company provides groundwater to approximately 637 customers in Vail, Arizona.
As a consequence of utilizing groundwater, the Company is subject to various water
conservation requirements authorized pursuant to Title 45, Chapter 2, Article 9 of the
Arizona Revised Statutes and as set forth in the second Management Area. In
addition, the Company has a fully executed, judicially validated, municipal
subcontract with the Central Arizona Water conservation District and the United

States of America for the purchase of up to 786 acre feet per annum of Central Arizona
Project water.

No singie customer accounted for more than 5% of the Company’s sales. The
Company owns two weils, both provide water to customers.

Note 2 - Significant Accounting Policies

a) Basis of Accounting

The financial statements have been prepared on the basis of
accounting that the Company uses to file its income tax return. The

basis ditffers from generally accepted accounting prin<iples (GAAP) in
the follo wing ways:

e The tax basis of accounting requires that contributions in aid of
construction (whether or not made by the utility’s shareholders)
received after June 12, 1996 are not taxable when received and have
a zero tax basis to the company:

1) if not included in the utility's rate base for rate rnaking purposes,

2} if used to acquire or construct property before the end of the
second year following receipt of the contribution, and

3) if certain conditions concerning the keeping of records are met.




VAIL WATER COMPANY
NOTES TO FINANCIAL STATEMENTS
December 31, 1998 and 1397

Note 2 - Significant Accounting Policies (Continued)

a)

b}

c)

d)

Basis of Accounting (Continued)

For GAAP, a regulated entity should capitalize costs if it is probable
that future revenue will be provided to recover the costs and record
a liability for revenue that provides recovery of expected future
costs. Under GAAP, revenue recorded as a liability should be
recognized in income as related costs are incurred.

» The tax basis of accounting expenses certain costs Whén paid
under the economic performance rules. GAAP accounting requires
the recognition of expenses as incurred.

* The tax basis of accounting uses the direct write-off method for bad
debts while GAAP uses the reserve method.

Plant and Equipment

Plant and equipment are stated at cost and depreciated using the
straight-line and accelerated methods as allowed by the Internal

‘Revenue Code over the various lives of the applicable assets {(Note 3).

Income Taxes

The stcckholders of the Company have elected to have the corporation
taxed under the provisions of Subchapter S of the internal Revenue
Code. Accordingly, the net earnings or losses of the corporation will be
reported on the income tax returns of the individual stockholders.

Generally, a corporation computes built in gains or losses on the
conversion of a C corporation to an S corporation based on the
differences between the fair market value and tax basis of the assets

" held by the corporation. At the time the Company converted to' S

Corporation status, it had no built-in gains or losses. However, the C
corporation had net operating losses amounting to $891,078 at the time
of conversion to S corporation status.

Advances and Contributions in Aid of Construction

Outside parties, generally customers and developers, make payments
to the Company to fund certain capital expenditures to provide water to
new customers. Amounts received are recorded as liabilities, generally
as new customers begin to receive service. Most of the amounts are




VAL WATER COMPANY
NOTES TO FINANCIAL STATEMENTS
December 31, 1958 and 1997

Note 2 — Significant Accounting Policies (Continued)

d)

e)

g)

Advances and Contributions in Aid of Construction (Continued)

refundable for limited periods of times. After the Company has paid all
required refunds, the remaining balances are recorded as contributions
in aid of construction. Nonrefundable amounts received by the
Company are recorded as contributions in aid of construction, as
discussed under a) above.

Concentration of Credit Risk

In the normal course of business, the Company extends unsecured
credit to customers. '

Use of Estimates

The preparation of financial statements requires management to make
estimates and assumptions that affect reported amounts and
disclosures. Actual results could differ from those estimates.

Reclassifications

Certain comparative amounts for 1997 have been reclassified from prior
presentation for comparative purposes. Such reclassifications have no
effect on the statements of assets, capitalization and liabilities or the
statements of revenue, expenses and accumulated deficit.

Note 3 - Plant and Equipment

Plant and eguipment 2t December 31, 1998 and 1897 consist of:

1998 1897
$ $

Transmission and distribution mains 1,405,830 913.454
Wells and springs _ 145,736 133,197
Pumiping equipment ' 289,392 128,675
Distribution reservoirs and 118,072 118,072
standpipes
Structures and improvements 61,770 61,770
Meters 105,685 81,410

48,474

Other equipment and furniture 49,365

$ 2,175,850 $ 1,486,052

9




VAIL WATER COMPANY
NOTES TO FINANCIAL STATEMENTS
December 31, 1998 and 1997

Nate 3 - Plant and Equipment {Continued)

Depreciation expense charged to operations was $48,924 and $37,237 in 1998 and
1897, respectively.

The useful lives of plant and equipment for purposes of computing depreciation are:

Utility plant 20 - 25 years
Furniture and fixtures 7 years
Equipment 5-7years -

Construction work in progress consists of water meters, transmission and
distribution reservoirs: The balance of construction work in progress at December 31,

1998 and: 1997 was $78,891 and $222,548, respectwely Construction work in progress
is funded by advances for construction.

Note 5 - Prepaid Ex-_genses

Prepaid expenses at December 31, 1998 and 1997 consist of:

1998 1997
Water rights paid to the Central
Arizona Project $ 18,364 $ 18,864
Liability i insurance ' 4.517 6,093
Other ' - ... Y000

$ 23,381 $ 25,957

T Y A T A

Note 6 - Cash Held as .N‘oncgrrent Asset

The Company plans to improve utility plant facilities {Notes 9 and 11). Cash in the

amount of $ 147,644, which has been set aside for that purpose, has been invested in
money market funds.




VAIL WATER COMPANY
NOTES TO FINANCIAL STATEMENTS
December 31, 1998 and 1997

Note 7 - Customer Deposits

Customers are required to make meter, service line, and guarantee deposits when
service is initiated. Meter and service line deposits are subject to the company’s 1998
rate order and are refundable at a rate of 10% per year.

Guarantee deposits are refunded after one year of satisfactory water payments. The
guarantee deposits bear minimal interest, which is periodically paid to the customers.
Customer deposits at December 31, 1998 and 1997 were:

1998 1997
Meter $ 22000 $ 12,285
Service line 15.895 13,950
Guarantee %0822 7500

$ 48717 $ 33735

The scheduled deposit refunds as of December 31, 1998 for each of the next five years
and in the aggregate are as follows:

At December 31, 1998 _Annual Refund
1999 $ 14,612

2000 3,790

2001 3,780

2002 3,790

2003 3.790
Subsequent years 18945
S . ..4r

Note 8 - L.ine Extension Agreements

Customers have advanced funds to the Company to construct line extensions to the
customers’ property. The Company agrees to refund the advances to the customers,
up to the amount advanced, over 15 to 20 years based upon 15% to 20% of gross
annual revenue from water sales to the customers. At the expiration of this period
any unrefunded balance remains with the Company. No agreements expired during
the years ended December 31, 1998 and 1997.

1]




VAL WATER COMPANY
NOTES TO FINANCIAL STATEMENTS
December 31, 1998 and 1997

Note 8 - Line Extension Agreements (Continued)

The Company entered into a line extension agreement on January 9, 1998 totaling

$49,030 with Vail Valley Joint Venture, a partnership controlied by certain
shareholders.

Note 9 - Hook-Up Fee Tariffs

On January 14, 1998 The Arizona Corporation Commission approved an off-site
facilities hook-up fee tariff applicable to the certified area south of the railroad tracks.
Customers have advanced funds to the company for hook-up fees at December 31,
1998 in the amount of $5,040. The fee is a non-refundable charge assessed to new
connections requiring a main extension. The hook-up fee will be included in the
company’s rate base for rate making purposes.

Note 10 - Substation Advance

.On May 22, 1998, The Arizona Corporation approved a Settlement and Water Service
Agreement to resolve the dispute between Vail Water Company and M & S Properties,
LLC. The agreement stipulates that M & S Properties, LLC contribute $30,000 toward
the cost of the design and construction of a néw transmission main and booster
station. M & S Properties, LLC owners received the right to request, at no additional
cost, the construction of "tap-ins” along the new transmission main to provide water
service to their respective properties. The $30,000 advance will be included in the |
company’s rate base for rate making purpcses. '

+
1

Note 11 - Annexation Participation Agreement

On December 31, 1998 Vail Water Company entered into an agreement with the Vail
Water Annexation Group. The Vail Water Annexation Group is a group of property
owners seeking the Annexation discussed in Note 16. As a condition precedent for
Vail Water Company to apply to the Arizona Corporation Commission (ACC) for the
annexation, the Vail Water Annexation Group shall pay a total of $175,000 to the
company for certain facilities improvements. If the annexation is not approved by the
ACC, these payments will be refunded to the owners contributing. If the ACC

approves the annexation, the payments will become non-refundable advances in aid
of construction. As a further condition precedent for Vail Water Company to apply to
the ACC for the annexation, the Vail Water Annexation Group will pay the company
$25,000 for estimated legal and consulting costs associated with the annexation
application. Alf application cost contributions will be non-refundabie.

At December 31, 1998, annexation participation advances amounted to $141,893.

PYPPRREIPR TP TIEe ) VPRI QRpS LR RS S A




VAL WATER COMPANY
NOTES TO FINANCIAL STATEMENTS
December 31, 1998 and 1997

Note 12 - Lease

The Company leases office facilities from Vail Valiey Joint Venture, a partnership
controlled by certain of the company’s shareholders. The lease commenced August
1, 1998 and expires August 1, 1999. Rent expense in 1998 and 1997 was $6,000 and
$2,500, respectively. Annual rental commitments under the iease agreement follows:

Period Annual Rental

1999 $ 3.500

Note 13 - Notes Payabie to Shareholders

Notes payable to shareholders at December 31, 1998 and 1997 were as follows:

1998 1997

Unsecured notes. payable upon demand; if no
demand, on April 28, 1999, Interest accrues at
an annual rate of 10.25%. $ 100,000 $

Unsecured notes; payable upon demand; if no
demand, on August 24, 1999. interest accrues
at an annual rate of 10.25%. 50,000

Unsecured notes; payable upon demand; if no
demand, on January 20, 1998. interest accrues

at an annual rate of 10.25% - 40,000

Unsecured notes; payable upon demand; if no

demand, on May 8, 1998. Interest accrues atan

annual rate of 10.25%.. - ) 50,000

Yotal notes payable to shareholders  § 150,000 $ 90,000

On August 28, 1938, the Arizona Corporation Commission denied the Company's
request to convert $30,000 in short-term notes into long-term notes. Accordingly, at
December 31, 1998, $90,000 was reclassified from notes payabie to shareholders to

capital in excess of stated value and $6,966 shareholder note interest accrued at
December 31, 1997 was reversed.

13




VAIL WATER COMPANY
NOTES TO FINANCIAL STATEMENTS
December 31, 1998 and 19897

Note 13 - Notes Payable ta Shareholders (Continued)

Shareholder note interest expense for the years ended December 31, 1998 and 1997
was $2,139 and $6,968, respectively. Accrued mterest at December 31, 1998 and 1997
was $9,104 and $6,956, respectively.

Note 14 - Stock Transfer Restrictions

The shareholders have entered into a Shareholders’ Agreement (Agreement) which
establishes certain transfer restrictions on the stock of the Company as follows:

» Shareholders may not assign, sell, pledge, encumber, give or otherwise
transfer or alienate any shares to another entity if such transfer would
disqualify the Company’s S corporation election.

» Shareholders may transfer their shares to or for the benefit of an immediate
family member s-ubject to certain restrictions of the Agreement.

* Shareholders may transfer all or any number of shares to one or more
members of the shareholder group.

» The Agreement provides certain stock transfer restrictions in the event that a
- shareholder shall die, become permanently disabled or become subject to
another event defined as an lnvo!untary Lifetime Transfer in the Agreement.

During the year ended December 31 1998, 319.046 shares of stock were transferred
among three members of the shareholder group.

Note 15 - Management Agreement

The Company has entered into an agreement for management services with TEM
CORP, a corporation controlled by a sharehoider of the company. The management
‘agreement expires June 30, 1999 and requires the Company to pay $7 per customer
per month to TEM CORP, {85 prior to April 1, 1997) in exchange for certain accounting
an administrative functions. Management services paid under the contract for the
years ended Décember 31, 1988 and 1997 were $ $49,798 and $41,582, respectively.
Management services are included in professional services. At December 31, 1998

and 1997, $8,911 and $3,689, respectively, are included in accounts payable and
accrued expenses.




5§ 3 'ﬁ:e uﬁlﬁy facmﬁes wm be- ﬁnanced y a cormbination of
¥ ' and line-g jon agreements. Construction of the utility facilities is
: wmmdtom”.)uty 1, 1999 and to be completed July 1, 2009.

Note 17 - Going Concern

Ataenemher 31 1988 and 1997, the Company incurred: net losses of $141,410 and
eiy Decamber 31, 1998, the Company's current liabilities

ASSE - $125.211, and total liabifities oxceed: total assets by
ber-31, 1997, the Company's current fiabilities exceed its current
d'total assets exceed total liabilities by $11, 322,

-‘!‘ mﬁfy of me cempargy ta centmue as a going concern is dependent upon
; ag : al or debt financing from the sharehoiders. The financial
s donot include any adjustments that might be necessary if the Company is
unable to cmﬁiﬂue s a geing concern.
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Vait- Water Company Exchibit
Test Year Ended December 31, 1998 Schedule F-3
Estimated Construction Expenditures Page 1

Witness: Kozoman

© NewWell Sites : $15.000




Vail Water Company Exhibit
Test Year Ended December 31, 1998 ‘Schedule F-4
Assumptlions Used inthe Preparation of the Rate Filing Page 1
‘ * Wiiness: Kozoman

Cusﬁ,iamars tm:‘sm " Meters were annualized based on ending number customers.

Propery laxes were: computed using the method used by the Arszona
Degartment of Revenus.

ijectedmnstwction expenditures ate shown on Schedule A-4 ang F-3.

. ?Expranse ad;ustmems are shown.on Srhednie C-2, and are explained
inthe testimony.

11 R{;cumniate:l Depreciation and Depreciation Expense were computed
&t Arizona Corporanen Lommission allowed rates in Decision No. 54678,
: ‘and Diecision No: 61110
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Vail Water Company

Exthibit
Test Year Ended December-31, 1998 Schedule H-1
Summary of Reveniies by Meter Size at Page 1
Present and Proposed. Rates Witness, Kozoman
Pefcentof
Adjusted ' _
Present Proposed Dollar Percent  Present . Prop
Revenues  Hevenues Change =~ Change ~ Rates
$311,752 $508,531 $287,179 9212% B0.7066%
2971 7,244 4,273 14385%  OB648%
1,700 4,887 3,183 186.11% 04845%
580 2828 2238 375.25% OATATEE
o 0 o C00% O0000% . O
7oz 613,854 286,352 8364% 822360% 92
23,344 44 848 92:12% &.7815%
LA e O eeT%
$343 697 $662.054 YL63%




Exhibit
Vail Water Company Schedule H-2
Test Year Ended December 31, 1998 Page 1
Analysis of Revenue by Detailed Class Witness: Kozoman

Average
Number L
of Revenues Proposedincrease
Customers Lustomers Awerage i
: Classification asof  Consump-  Present Proposed Dollar  Percent

4 Inch Mater 588 $311,752 $508,931 $287.179  9242%

4 Inch o 4 $2,971 $7.244  $4273 1431859

2 inch Meter - $1,700 $4.862 $3,168

& inch Meter $560 $2828  $2238
Totals ' X $2317,012 $613,864 $208.852

coNourensF

518 x 3/4 inch Meter 7,940 $44.18 $84.87  $40.690
Tiinch 11,787 $63.20 $154.12 $90.92
7 2 inch Meter - 25,500 $141.63 $40520  $26358

g 6 Inch Meter 4,000 $295.00 $1.413.80 $1,118.80




Yail Water Company Exhibit
Test Yoar Ended December 31, 1988 Schedule H-2
Water Sales by Month Page 2
Wilness: Kozoman

Customur :

. Cinssification Jan-96 Feb. March April May June July
5% 34 tnch Meter 3,153,000 3468000 2852000 4464000 4,919,000 5.813,000 7,163,000
1 inch Mater 28,000 38,000 26,000 49,000 63,000 57.000 74,000
2 tnch-Meter 10,000 8.000 14,000 30,000 48,000 28,000 38,000
5 Inch Meter 0 0 0 2,000 0 : 0 o
Fotals 3191000 3514000 2892000 4545000 5028000 8,898,000  7,275000
in Units of 1,000 gallons 3,181 3,514 2,892 4,545 5,028 5,808 7278

] Aug. Sept. Oct. Nov. Dec. Tatais
518 x 34 inch Meter 4,788,000 5091000 5568000 4,671,000 13,984,000 56,035,000
1 inchMetsr 40.000 48,000 51,000 - 45000 37,000 554,000
2 Inch Meter 16,600 . 18000 40000 42,000 16,600 306,600
G inch Meter -0 6,000 B ¢ 1) ¢ 8,006
Totals 4845000 5161000 5750000 4,758,000 4,087,000 58,903,000

in-Units of 1,000 gallons 4,845 5,161 ‘ 5,759 4.758 4,037 56,503




Vail Water Company
Changes in Representative Rate Schedules
Test Year Ended December 31, 1998

Exhibit

Schedule H-3
Page 1

Witness: Kozoman

Line Customer Classification Present Proposed Percent

_No. and Meter Size Rates Rates Change
1 Monthly Usage Charge for:
2 Residential, Commercial, Industrial, Construction, Agricultural, Standpipe
3 5/8x 34 inch $14.40 $27.70 82.36%
4 3/4inch $14.40 $27.70 92.36%
S 1inch $18.00 $69.25 264.47%
6 11/2inch $25.00 $138.50 454 00%
7 2inch $46.00 $221.60 381.74%
8 3inch $67.50 $443.20 556.59%
9 4inch $100.00 $682.50 582.50%
10 6inch $280.00 $1,385.00 394.64%
11 Sprinkler Rate (a)
12
13
14 .
15 (a) Higher of $7.00 per month or 2.00% of monthly minimum.
16
17
18 Gallons included in Monthly Usage Charge
19 5/8 x 3/4 Inch Meters 0 0 0.00%
20 3/4 Inch Meters 0 Q 0.00%
21 1inch 0 0 0.00%
22 11/2inch 0 0 0.60%
23 21inch 0 0 0.00%
24 3inch 0 0 0.00%
25 4inch 0 0 0.00%
26 6liInch 0 0 0.00%
27
28
29 Commodity Rates:
30 Al Customers
31 Charge per 1,000 Gallons in excess of gallons included in Monthty
32 Usage Charge $£3.75 $7.20 92.00%
33
34
35
36 Service Line and Meter installation Charges: .
a7 Present Proposed
38 Meter Size Rates Rates (a)
39 5/8x 3/4 Inch $400.00 $400.00
40 3/4lInch .$440.00 $440.00
41 1inch $500.00 $500.00
42 111Inch $675.00 $675.00
43 2 inch - Compound $1,660.00  $1,660.00
44 3inch - Compound $2,150.00 $2,150.00
45 4 Inch - Compound $3,135.00 $3,135.00
46 6 inch - Compound $6,190.00 $6.190.00
47
48 Main extension tariff Cost Cost
49
50 N/A Not Applicable, No Current Tariff

N
-




Exhibit

Vail Water Company Schedule H-3
Changes in Representative Rate Schedules Page 2
Test Year Ended December 31, 1998 Witness: Kozoman

Present Proposed
Other Service Charges . Dates Rates
Establishment $28.00 §25.00
Establishment (After Hours) $50.00 $50.00
Reconnection (Deliguent) $30.00 $30.00
Reconnaction (Deliquent and After Houwrs) - $35.00 $35.00
Meter Test $30.00 $30.00
Min Deposit Reguirement (Residential). {a) {a)
Min Deposit Requirement (Non-Residential) {a) {a)
Deposit Interest 6% 6%
Call Cut, for customer out of water caused
malfunction on customer side of meter
{Company willnot repair)

Re-Establishment (With-in 12 Months) (b} {b}
Re-Establishment (After Hours) : {b} {b)
NSF Check $25.00 $25.00
Deferred Payment; Per Manth 1.5% 1.5%
Meter Re-Read $15.00 $15.00
Charge of Moving Customer Meter -
‘Custorner Requested Cost Cost

- Late Charge per month 1.5% 1.5%

- {flegal Hook-up-to Company's water system fc} ) {d)
Trangfer Fee $25.00 $25.00

** PER COMMISSION RULES (R14-2-403.B)

{2) Residential - two times the average bill. Non-residential - two ahd one-half times the average bill.

{b) Minimum, less commedity charge times number of of full months discennected. If after houes, plus $25.

- {cy 1% 0f Monithly Minimun for a Comparable Meter Connection, but no tess thar $5.00 per month. See taniff.

(it appears that the illegal hook-up tariff per Decision 61110 was a typographic enor. The tariff listed in the Decision

- is the hormal tanff for Sprinkler Service)

{d} Computed billirigs frony time ilegal connection was made to date, plus $100.

N ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
iITS CUSTOMERS A PRO?OR‘!‘IGNA’TE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE (14-2-408.D 5).

ALL ADVANCES ANDIOR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS,
AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES.

Cost to inciude labor, materials and paris, overheads and all applicable taxes.

N/A Mot Applicable, No Current Tariff




Vail Water Company Exhibit

BiLl COMPARISON - PRESENT AND PROPOSED RATES Scheduls H-4
Customers on 5/8 x 3/4 Inch Meters Page 1
Test Year Ended December 31, 1888 Witness Kozormnan

GALLONS PRESBENT PROPOSED DOLLAR  PERCENT

BILLED BiLL BiLL INCREASE INCREASE
0 $14.40 $27.70 $13.30 92.36%

1,000 18.15 34.90 16.75 92.298%
2,000 21.90 42.10 20.20 82.24%
3,000 25.65 4330 23.65 §2.20% PRESENT RATES:
4,000 29.40 §6.50 27.10 92.18%
5000 3315 63.70 30.55 92 16% MONTHLY MINIMUM $14 40
8,000 36.90 70.80 34.00  92.14% GALLONS IN MINIMUM o
7.000 4065 78.10 37.45 92.13% CHARGE PER 1,000 GALLONS $3.75
8,000 44 40 85.30 40.90 92.12% _
8,000 4815 92.50 44.35 92.11% PROPOSED RATES:
10,000 51.90 89.70 47.80 92 10%
11,000 5565 106.90 51.25 92 05% MONTHLY MINIMUM $27.70
12,000 59,40 114.10 54.70 92.08% GALLONS 1N MINIMUM 0
13,000 63.15 121.30 58.15 92.08% CHARGE PER 1,000 GALLONS $7.20
14,000 66.90 128.50 81.60 92.08%
15,000 70.55 135.70 65.05 92.07%
16,060 74.40 142.90 6850  92.07%
17,000 7415 150.10 71.85 92.07%
18,000 81.50 157.30 7540  92.06%
19,000 85.65 154.50 78.85 92.06%
20,080 84.40 171.70 82.30 92.06%
21,000 g3 15 - 478.90 85.75 92.U6%
22,000 95 90 186.10 82.20 82.05%
23,000 100.65 19330 92.65 82.05%
24,000 104.40 200.50 95.10 92.05%
25,000 108.15 207.70 - 89.55 92.05%
75,000 111.80 214.90 103.00 92 .05%
27,000 11565 22210 106.45 82.04%
28,000 119,40 229.30 106.80 92.04%
25,000 123.15 23650 143.35 a2 .04%
36,000 125.90 74370 118.80 92.04%
31,000 130.65 50,90 120.25 92.04%
32,600 134 40 +58.10 123.70 92.04%
33,000 138.15 765,30 12746 892.04%
34,000 144.80 272,50 13060 02.04%
35,000 14565 ST8.70 134,05 97.04%
36,000 149 40 286.90 137.50 82.03%
37,000 153.15 284.10 140.95 92.03%
38000 156.80 301.30 144.40 92.03%
38,000 168065 308.50 147 85 92.03%
40000 164.40 31570 151.30 52.03%
41,000 188.15 322.90 154.75 92.03%
42 000 171.80 33010 15820 93.03%
43.000 175.65 337.30 161.85 92.03%
44,900 179.40 34450 165,10 92.03%
45,000 183.15 351.7¢ 168.55 92.03%
46,000 186,90 358.80 172.00 82 03%
47 000 150.65 366.10 175.45 92.03%
48,000 18440 373.30 178.90 02.03%

Median Usage
6,000 36.90 70.90 34.00 92.14%

Mgrage Usage
. 7B 44.18 84,87 40.69 92.12%




Vail Water Company Exhibit

BiLL COMPARISON - PRESENT AND PROPOSED RATES Schedule H-4
Customers on 1 Inch Meters Page 2
Test Year Endsd December 31, 1688 Witness: Kozoman

GALLONS PRESENT PROPOSED DOLLAR PERCENT

BILLED BILL BlLL INCREASE INCREASE
0 $19.00 £9.25 $50.25 264.47%

1,000 22.75 76.45 53.7¢  236.04%

2,060 26.50 83.65 5715  215.66%

3,000 3025 90.85 68060  200.33% PRESENT RATES:

4000 34.00 28.05 ' 8405  183.38%

5,000 37.75 105.25 §7.50 178.81% MONTHLY MINIMUM $12.00
6,000 41.50 112.45 70.95  170.98% GALLONS IN MINIMUM ¢
7.000 45.25 119.65 7440 164.42% CHARGE PER 1,000 GALLONS $3.75
8,000 45.00 126.85 77.85  158.88%

8,600 52.75 134.05 81.30 154.12% PROPOSED RATES:

10,000 §6.50 141.25 84.75  150.00% :

11,000 §0.25 148.45 8820  148.35% MONTHLY MINIBUM $69.25
12,000 £4.00 155.65 8165  143.20% GALLONS IN MINIMUM 0
13,000 67.75 162.85 95.10  140.37% CHARGE PER 1,000 GALLONS $7.20
14,000 71.50 170.05 8855  137.83%

15,000 75.25 177.25 102.00 135.55%

16,000 79.00 184.45 10545  133.48%

17,000 82.75 191.65 108980  131.60%

18,000 88.50 198.85 112.35  129.88%

18,000 80.25 206.05 115.80  128.31%

20,000 94,00 213.25 11925  126.86%

21.000 g7.75% 22045 12270 125.52%

22.000 101.50 22785 42615 124.29%

23,000 105.25 234.85 12960  123.14%

24,000 109.00 242.05 133.05  122.08%

25,000 112.75 249.25 135.50  121.06%

26,000 116.50 256,45 138.95  120.13%

Median Usage
11,600 80.25 148.45 8820  146.38%

Average Usage
1,787 63.20 154.12 90.92 143.85%




|  Vail Water Gom
BiLlL COMPARISON - PRESENT

AND PROPOSED RATES

Customers on 2 Inch Meters

Bilt Count 2 inch Meter

LONS PRESENT PROPOSE DOLLAR  PERCENT
INCREASE INCREASE

BILLED

$45.00
49.75
53.50
57.2%
61.00
64.75
68.50
7225
76.00
79.75
83:50
87.25

8140

94.75

98.50
10225

106.00
10875
1350

- TMTE

121.00
124.75

12850
13225

136.00
43975
143 50

147.25
1:51;3,{3 -
15475
162.25:
166:00°

169.75

173.50 .
177.25.
. 181.00
C 18475

188.50
192.25
196.00

199.75 -

20350
20725

‘349.‘!3

14163

BILL

$221.60
228.80
236.00
243.20
250.40
25760
264.80
2?2;53&
279.20
286.40
29360
306.80
308.00
315,20
322.40

328.60.

23680
34400
351.20
35840
36560
372.80
380.00
387.20
401860
408.80

£16.00

423,20
430.40
437.60
444.80
452.00
45620
46640
473.60
480.80
488.00
49520
502,40
509,60
51680
52400

531.20

$175:60
178.05
182.50
185.95
189.40
192.85
196.30

19975
203.20
205:65
210.10
213.55

- 21700

22045

22350

22735
230.80

- 234.25

237.70

24115
244.60-

248.056
251 50
254 95
258.40

261.85.

265.30

26875
27220

275.65

27910

28255

286.00°
28945

292.90
298.35
299 80
303.25
306.70
310.15
31360
31705
320,50
323.85

381.74%
359.80%
341.12%

324.80%
| 31049%

297.84%
286.57%

276.47%

267.37%
259.12%
251 62%

'244.76%

238:46%

'282.66%

227.31%

L 222.35%
217.74% '

213.44%
209:43%

:205.67%

- 202.15%

198.84%

195.72%
192.78% -
190.00%

187.37%
184.86%
182.51%
180.26%
178.13%
176.09%

A74.14%

" 172.28%

170.52%
168.82%
167 19%
165.64%
164.14%
162.71%
161.33%
160.00%
158.72%
157.49%

156.31%

181.37%

18811%

© GALLONS INMINIMUM
CHARGE PER 1,000 GALLONS ~ $3.75 |

Exhibit

Schedule H4
Page 3

Witness: Kozoman

PRESENT RATES:

MONTHLY MINIMUM

PROPOSED RATES:

- MONTHLY MINIMUM . 82218

GALLONS IN MINIMUM
CHARGE PER 1,000 GALLONS  §7




Va;& Water Company ' Exhibit

BILL COMPARISON - PRESENT AND PROPOSED RATES Schedule H-4
Customers on 8 inch Meters ' Page 4
Test Year Efded December 31, 1898 : Witness: Kozoman

ONS PRESENT PROPOSE DOLLAR = PERCENT
‘ ‘BILL BiLL ] ‘ '
$26000 $138500 §$1.10500  394.6.
28375 139220 10845  39064%
28750 139940 111180 386.75%
29125 140660 111535  382.95%

29688 141740 112083  37744%

295.00 1.413.80 1,118.80  379.25%




Vail Water Company Exhibit
Test Yoar Ended Dacember 31, 16808 Schedute H-5
Bilt Count 8/8 inch Meter Page 12

Witness: Kozoman

Median Usage

Butnot
o v Crver Jan-88  Feb, March April  May June July Aug. Sept.  Oct  MNov.  Dec  Toluls
5000 75 506 i i
Fefs iy 77,000 1 1
80,000 80,000 1 1
83,000 85,000 1 1
87,600 87,000 1
1000 1000 1 1
96,000 96,000 1 1
56.000 85,600 1 1
10L000 101,00 i 1
W0E000 106000 1 1
108,000 108,000 1 1
114000 141,000 1 1
122000 122000 1 1
123000 123,000 1 1
125000 125,000 1 1
144000 144,000 1 1
151000 151,000 1 1
152,000 152,000 1 2
B Fivite o] 170,000 1 1
174,000 171,000 1 1
WRN0C 200000 T 3
Totals 541 %41 546 568 576 580 8397 601 810 825
Aueraga Numiser of Customers . :
Awmrage Usage

Cumutative

Numberof -
. Bilings

o34
7,035
7035
7037
7058
7039
7 040
7041
7.042
7,043
7,044
7,045
7.046
7.047
7.048
7.048
7.050
7,052
7.051
7.052
7.053

Midgaint
for
Bifling

TSR

770080
HO000:0
850600
878000
91,0000
96,000.0
950000
1010000
106,000.0
1080005
1110000
1220000
1230600
1250000
1440600
151.0000
152, 0000
1700000
1710000
200.000.0
00




yeler cemmay

ecember 31, 1998
Bit Caunt 548 Inch Meter

Exhibit

Schadule H-5
Page 1o

Witness: Kozoman

Cumulative
But not Humber of
Ouer Jan88 Feb March Aprl Moy June  July  Aug  Sepl. Nov. Dec. Totals @}fg}g&
- 5 4% 3% 40 3% 40 3/ 53 38 33 W 28 470 4?0
1000 78 el 34 ] 28 24 24 20 27 33 33 44 343 813
2000 % 31 7 3 B I 44 # 3B 44 51 485 1,288
3400 &1 47 87 44 5% 4% 33 64 B2 5% 83 73 679 1578
4100 59 £9 55 58 89 44 40 &6 88 - 58 78 88 723 2,761
5500 54 68 60 48 33 48 48 57 54 5 59 7% §66 3367
6,000 57 £ 80 82 58 3% 35 42 43 45 BC 76 B30 3887
7.000 33 48 4D 39 44 43 37 44 48 42 S6 50 533 4530
8000 41 47 24 4 34 26 26 28 37 35 4% 35 418 $949
18 23 18 32 18 28 35 3z R 33 38 31 340 5,289
10 27 16 26 30 22 32 27 28 30 28 20 288 £.585
6 11 13 18 28 % 25 20 24 21 18 13 23 5,808
0 10 220 2 1 12 1715 20 i3 13 188 5976
11 & ] 13 16 12 4 & 8 21 3 4 128 5,184
ik} 10 3 12 10 22 18 ki 19 12 i 3 137 8241
4 8 1 4 12 16 5 18 15 12 12 1 107 6348
3 2 1 ] 8 8 12 13 g 10 5 7 as 6,436
3 4 5 5 3 9 7 6 12 4 & 64 8,500
2 3 1 % 3 8 11 2 10 7 4 2 62 5,562
1 § 4 9 12 7 7 3 1 49 8511
3 1 1 4 & 7 8 5 2 7 2 3 48 8,860
% ? 1 7 7 8 13 3 2 2 4 1 51 5,711
1 g § 7 5 6 1 32 6,743
1 1 2 5 [} 4 5 1 4 32 8775
3 z 1 6 g 1 2 3 26 6,801
1 1 4 1 1 3 1 3 1 2 1 9 5,820
: 1 3 3 3 1 2 2 15 6,835
1 1 3 2 5 1 1 14 5348
2 2 4 2 1 5 1 17 B.866
2 1 2 1 4 : 1 1 12 BHTS
1 2 7 2 p 1 15 6,883
2 1 1 4 1 1 F4 12 6,805
1 3 3 2 1 10 &35
1 1 ] 1 2 1 12 8827
1 3 1 1 1 3 1 11 6,938
1 2 3 2 2 1 1 6949
1 2 1 1 H 1 7 8958
1 1 1 3 6,959
1 1 3.1 1 7 8966
1 1 1 1 1 1 6 5972
2 1 3 8875
4 1 1 1 1 5 H880
! 1 2 ’ 5 8985 ;.
1 1 2 3 1 8 6993 430000
4 1 1 8 6989  44D00O
1 1 Tooo 450t
1 1 1 1 4 7004 46,0000
1 1 2 708 4roono
i 1 2 7008 #BLOSO
1 1 7009 480000
1 1 2 101 500000
1 1 7012 S1h0G
S 1 IO 510000
1 4 7014 SE000D
1 1 7015 520000
1 4 7016 530000
1 1 7017 S30000
1 1 7018 540800
1 1 72018 570G
1 b 70X 51400
1 H 7021 SBogon
1 1 1082 SBEOLO
1 3 10T SEL0BD
1 1 To28 shONLG
1 ] Toes syobet
1 1 THeE 5200
3 1 TOET  BelRGD
1 3 TH08 EEIEC
4 4 TR :
. . H iz
1 1 o
k 1 TasR
k4




Cumuiative Midpaint

Vail Water Company Exhibit
Test Year Ended December 31, 1998 Schedule H-5
Bill Count 1 Inch Meter Page 2
Witness: Kozoman
Bul not Number of
Qver Over  Jan98 Feb. March Aprii May  June July  Aug. Sept.  Oct.  Nov. Dec Tolals Billings
) 4] ¢
1.000 1,000 0 0
2808 2000 1 1 1
3000 3000 o 1
4000 4000 1 1 2
5000 5000 2 1 1 1 1 1 7 [}
£,000 6,500 1 4 1 1 1 5 14
2000 7000 1 1 15
8000 8,000 g 15
4,060 9,600 1 1 2 17
10088 10000 1 1 1 3 20
11000 10080 2 1 1 4 24
12000 12000 1 1 1 1 1 5 2
130000 13000 1 1 30
4000 14000 1 1 ‘2 1 5 35
15,000 15000 1 - 1 36
16,000  16.008 1 1 37
7008 17000 1 1 1 3 40
183000 18.000 1 1 2 42
19000 18.000 [ 42
20000 20000 1 1 43
210000 21090 1 1 44
22006 22,000 0 44
23000 23000 g 44
24000  23.0M0 o 44
26000 25000 o 44
260006 26000 1 1 2 L
27000 27000 o 45
28,000 28000 ] 48
25000 29000 0 46
: 3 4 4 4 4 4 4 4 4 4 4 4 47 24
‘Avetzge Nummber of Customiers e
Average Usage 11,787
Nesian Usage =11.000

for

Bilfing
&0
1.000.0
25000 .
3,000.0
4,000.0
5,000.0
80000
78000
8,000
9.000.0
10,0000
11,0000
12,000.0
13,000.0
14,0000

. 150000

16,000.0
17,006.G
18,0000
180000
20,0000

21,0000

22,0000
23.000.0
24,000.0
25.000.0
26.000.6
27,0000
28,000.0
25.000.0




Exhibit

Schedule H-5
Page 3

Witness: Kozoman

. Cumyzaative
Buvrat Number of
s Dver  JanG8 Feb  March Aprit  May  June  July - Aug. ﬁepi. Ost. ) Hov. Dec, _Totals: aﬁknggwe

mwm'mmmmmmé»-awmmmmmmmmmmmmmmwmww»acacac:c:cﬁac;

0
0
o
0
o
o
o
1
¢
1
0
0
)
1
0
2
0
4
0
0
¢
o
]
0
o
0
o
1
0
1
o
0
0
]
0
0
¢
1
0
1
o
1
o
o
0
1
12

‘Numbet of Customers
Usa




VailWater Company Exhitit

Vet Yes Ended Decamber 31, 1998 Schedule H6 : |
BHECount $ noh Meter Page 4

' Witness: Kegoman

Bulnot : ' ’ Huitrser ot
LBy B Fey mmmx May = June Jduly  Aug SBept  Oct Moe.  Oxec

1,000

sk

[ RN

B I R T ] 5] g i T z




DIRECT TESTIMONY OF
RONALD L. KOZOMAN
FILED ON BEHALF OF
PERMANENT RATE APPLICATION
DOCKET NO. W-01651A-99
FILED JUNE 18, 1999




4

A.

Q

BACKGROUND
AND
REVENUE REQUIREMENTS TESTIMONY

INTRODUCTION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS?

onald L. Kozoman, 1605 W. Mulberry Drive, Phoenix, Arizona 85015.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

Tam self employed and provide consulting services to utility companies.

HAVE YOU PREPARED A RESUME OF YOUR PROFESSIONAL

EDUCATIONAL AND WORK EXPERIENCE?

Yes. It is atrached as Appendix A.

COULD YOU BRIEFLY SUMMARIZE YOUR PRIOR REGULATORY

EXPERIENCE?

Yes. 1 was employed by the Illinois Commerce Commission {("ICCY) from 1977
to 198} in-various accounting and management positions. While with the ICC, I

testified as the 1CC Staff's expert witness on cost of capital, rate base and




operating income In rate cases mvolving Commonwealth Edison Company,
Hinois Beli Telephone, and other major [Hinois utility companies.

1 was first retained by the Arizona Corporation Commission
{"Commussion” or "ACC") in 1981 as a consultant to prepare Commission Staff's
cost of capital testimony for the Southwest Gas Corporation and Southern Union
Gas Company tate cases. | later became Chief Rate Analyst for the Commission.
As Chief Rate Analyst, | was responsible for supervising all the Commission's rate
anabysts and wtility auditors. While with the Commission, 1 testified on cost of
capital concerning Sun City West Utilities, Continental Telephone Company of
California, and Mountain Bell Telephone (now 1.8, West Communications),
amonyg others.

| have testified as an independent consultant, on behalf of utiliry
companies, wiility consumers, and regulatory agencies. | am also an instructor in
the areas of public utility accounting and general regulatory practices for the
Mational Assoviation of Regulatory Utility Commissioners in its Annual
Regulator. Stadies Program, held at Michigan State University in East Lansing,
Michigan. Currently [ am teaching revenue requirements, cost of service study

and rate des: gn, and accounting for non-accountants.

ON WHOSE BEHALF ARE YOU TESTIFYING?

I am testifying on behalf of Vail Water Company ("Vail", "the Company" or “the

Applicam™).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

2




Q.

A,

I will 1estify in support of the proposed rates for Vail Water Company.
Additionally, the Company will require financing approval convert short-term

dedt to long-term debt.

HOW WILL YOUR TESTIMONY BE ORGANIZED?

I will address the financing needs prior to the rate case testimony.

My rate case testimony is presented in four parts. The first addresses the
rate base issues. The second pan addresses the income statement issues. The
third part will address the derivation of the cost of capital and fair value return,
based on required debt service and interest coverage methods, which the

Applicant must met. The fourth part covers the proposed rates.

HAS THE COMPANY FILED A FINANCING APPLICATION

SIMULTANEIOUSLY WITH THIS FILING?

Yes.

WOULD YOU PLEASE SUMMARIZE THE RATE CASE?

Yes. The test year is December 31, 1998. The original cost depreciated rate base

is being requested for fair value. A return of 11.61% on original cost rate base is

requested. The increase in revenues is approximately $318,000. This represents




an increase of approximately 93% over the adjusted and annualized test year

IevEnues.
WHY 1S VAIL WATER COMPANY FILING FOR A RATE INCREASE?

Vail Water Company’s last rate case was based on a test year ended December 31,
1996, approximately 2 1/2 years ago. The total cost of operating the water
compmiy was not included in thai‘ Commissioﬁ Decision. Revenues gained from
customer growth were not able to offset the expenses, and hence the Company
continues 1o operate 2 loss, or a very modest profit. The Company ugeded a
meaningful rage increase in its Jast two rate cases, which this Commission did not
authorize.

The Company does not-have sufficient cash flow to meet its operating

expenses, and/or to install essential water plant.

BEFORE YOU BEGIN YOUR TESTIMONY ON THE RATE BASE AND
INCOME STATEMENT, WOULD YOU PLEASE DESCRIBE THE

SCHEDULFES LABELLED AS A, E, ANDF?

Yes. The A-1 Schedule is a summary of the rate base, adjusted operating income,
current rate of return, required rate of return, operating income deficiency, and the
increase in gross tevenue. Revenues at present and proposed rates and customer

classification are also shown on this schedule.




Q.

.

The A-2 Schedule is a summary of results of operations for the test year,
prior years, and a projected vear at present rates and proposed rates.

Schedule A-4 contains the plant construction, and plant in service for the |
test year and prior years. The projected plant additions are also shown on this
schedule.

The E-1 Schedule comtains the Comparative Balance Sheet data for the
years ended December 31, 1996, through December 3 1, 1998 This schedule
contains the corrected accumulated depreciation, equity and contributions in aid of
construction, and capitalization of the CAP Water charges 1o a Prepaid Water
Rights account.

Schedule E-2 contains the Comparative Income Statements for the years
ended December 31, 1996, 1997, 1998. The schedule has been adjusted to
account for carvected depreciation expense, amontization of contributions in aid of

construction, and capitalization of the CAP Water charges to a Prepaid Water

Rights account.
WHY WERE THE CAP WATER CHARGES CAPITALIZED?

The customers were never charged the costs of the CAP Water in prior rate cases.
In the instant case, the CAP Water will be recharged, which qualifies the
Company to include the cost of the CAP Water Charges in rates charged
customers. The past CAP Charges were capitalized based on accounting treatment
aliowed other water utilities i Arizona, which have been allowed 1o capitalize the

CAP Charges until the CAP Water was actually used, or was recharged.




A,

Q.

PLEASE CONTINUE WITH YOU EXPLANATION OF THE STANDARD

FILING SCHEDULES.

The E-5 Schedule comtains the plant n service at the end of the test year, and one
wear prior to the end of the test vear.

The E-7 Schedules contains Operating Statistics for the ended December
31, 1096, 1997, and 1998 as to the number of customers, and revenue per
customer, and pumping power cost per 1,000 galions of water sold.

Schedule E-8 contains the taxes charged to operations. The taxes are
taken from the reports to the Commission's Utilities Division.

The accountant's notes to the financial statements on shown on Schedule
E-9. These Ninancial statements are based on an audit, completed on a tax basis,
for the vear ended December 31, 1997

The F-1 Schedule contains the resuits of operations at the present rates
and at proposed rates.

The F-3 Schedule has the projected construction requirements.

Schedule F-4 contains the assumptions used in developing the adjustments

and project:ons contained in the rate filing.

L. RATE BASE

WOULD YOU PLEASE EXPLAIN THE RATE BASE SCHEDULES WHICH

ARE LABELLED AS THE B SCHEDULES?

6
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Yes. §will start with Schedule B-5, which is working capital. The Applicant is

- requesting Working Capital based on the formutla method. The working cépitai is

showrron Schedule B3

WHY DIDN'T YOU COMPUTE WORKING CAPITAL USING THE LEAD /

LAGMETHOD

While the lead / lag method of computing working capital may be more accurate
than the forrvala miethod, the cost for doing a lead / lag study, and the time spent
in the hearing debating the methodology used in the lead / lag smdy is prohibitive.
1t is doubtful that the Company would be allowed to collect the cost of preparing
and defending a lead / lag study as-rate case expense. A number of factors
indicate that the Company is entitled:to, and needs working capital. These factors
are:

First and foremost, there is no question that the Company requires
working capitalto function:

The-Company will have to repay debt;

The formula method provides a reasonable accurate measurement of

needed working capital, and;

There is no Commission tule that states that a utility company must

prepare a lead / lag study 1o support its working capital request. To the

comfrary, the Commission is listed inthe National Association of

Regulatory Utility Commissioners annual report as requiring a lead / lag

study only for large companies, and accepting the formula method for




43

smaller companies. Vail Water Company would not be considered to be a
larze urility.
Finadly, a lead 7 lag study would only show that the Company has not been

able to pay its bills and install plant on a timely basis.

WOULD YOU PLEASE CONTINUE WITH YOUR DESCRIPTIONS OF THE

RATE BASE SCHEDULES?

The B-4 and B-3 Schedules are omitted as, as original cost is being requested as
fair value,

Schedule B-2 contains adjustments 1o show: (1) the inclusion of the
construction work m progress at the end of the test year, as rate base, and the
imelusion of the plant to be installed with the State Water Infrastructure Authority
{"WAFA") which will loop the total water system; (2) the corrected accumulated
depreciation, based on the five percent (5.00%) depreciation expense allowed in
the 1983 rate case, and the fower depresiation authorized inthe 1996 rate case; (3)
the advances in aid of constraction that are actoally included in plant in service;
{4) the contributions in #id of construction, from expired line ex tension
agreements. and the prior ACC Decisions, (5) the unamortizated balance of the

Prepaid Water Rights (CAP Charges), and (6) the WIFA Reserve Fund,

DO THE PLANT AND ACCUMULATED DEPRECIATION SHOWN ON

SCHEDULE B-1 REFLECT THE LAST COMMISSION RATE ORDER?




Yes. The plant shown on Schedule B-1 started with the Commission determined
plani from the last rate case. Plant additions since the last test vear have to added
to derive the total plant shown on Schedule B-1.

A half year convention was used to compute the annual addition to the
accumulated depreciation and the computation of depreciation expense. This
convention assumes that while plant is added throughout the vear, the plant has
bees in service an average of six months during the year of addition. The
depreciation rates that were used in the computation of depreciation starting in
October 1985, (5.00% depreciation rate) until September 1998. September 1988
was e first month that the new rates 1o customers were charged, and the
approved depreciation rates were allowed to be collected. The September 1998
depreciation rates were lower, and resulted in an approximate 2.61% composite
depreciation rate, prior the o proforma adjustments for plant, which took the
composite depreciation rate 1o 2.58%. The composite depreciation rate will
change each time a new asset s added.  The plant additions and depreciation are
shown on Schedule B-2. page 2. The contributions in aid of construction are
shown on Schedule B-2, page 3.

The Prepaid Water Rights consist of the capitalized pryvments to Central
Arizona Project ("CAP™). The customers have not been required to pay the CAP
costs. In the instant case, the CAP water will be récharged. The Prepaid Water
Rights are being amortized over life of the CAP contract, and the unamortized
balance is included in rate base.

The WIFA Reserve Fund is required by WIFA, as a condition of the loan.

The Company will be required to make payments over five years, which will




eventuatly be used by the Company to make the last payment to WIFA. For all

purposes, the WIFA Reserve Fund is prepaid interest.

1. INCOME STATEMENT

WOULD YOU PLEASE TURN YOUR ATTENTION TO YOUR SCHEDULES
LABELLED AS C, WHICH CONTARN THE QPERATING RESULTS FOR THE
TEST YEAR. WOULD YOU PLEASE EXPLAIN THE ADJUSTMENTS YOU

ARE PROPOSING AS SHOWN ON SCHEDULES C-1 AND C-2?

The detaits of the adjustments are shown on Schedule C-2. The adjustments are
then carried forwand tothe C-1 Schedule.

Adjustmen numh& | anpualizes the revenue from all customers to reflect
the new rates authorized by Commission Decision 61110, effective September
1998,

Adjustment number 2 annuzlizes the revenues .fmm custorners on the 5/8
x 3/4 inch meters. This annualization was based on the number of customers at
the end 'of the test year, compared to the actual number of customers on the 5/8 x
3/4 inch metérs each month during the test year. Revenues at present and
proposed rates are shown on Schedule C-2, Page 3a. Customers on other meter
sizes were not annualized, as there was no customer growth.

Average revenues for each month of the test year for the 5/8 x 3/4 inch

meter size were computed for each month of the test year. The average revenues
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were then multiplied by the tncrease (or decrease) in number of customers for
each maonth of the test vear.

Adjustment 3 annualizes the expenses associated with the annualized
customer revenue from adjustment number 2. This adjustment considers the
variable costs, or costs that would change with changes in number of customers,
and quantity of water sold.

Depreciation expense is annualized in adjustment 4 using allowed
depreciation rates of all plant, including the water plant which is currently under
construction, and which will be completed prior to the hearings in the instant case.
The allowed depreciation rate for each component of utility plant is on shown on
Schedule C-2, page 4. Depreciation expense on the Contributions in Aid of
Consgruction is removed, as the Contribotions are being amortized. The
amortization raie used is equal to the composite depreciation rate, which is 2.58%.

Adjustment 5 increases payroll. The payroll increase is based on both a
wage/salary increase, and an additional employee. Payroll taxes for FICA 1axes
are also increased.

Adjustment 6 anpualizes the management {ee. This management fee 15
based on customers taking service at December 31, 1998. 1 have muitiplied the
aumber of customers at December 31, 1998 times the monthly management fee
which is §7.00 per customer.

The adjustment labeled as 7 inereases the health insurance.

Adjustments 8 and 11 adjusts the property taxes based on end of test year
plant at annyalized present revenues, and at the proposed rates.

I used the method used by‘the Arizona Department of Revenue - Centrally

Valued Properties ("ADOR" or "the Department”). This method determines the




Q.

full cash value based on two times revenues and net plant plus materials and
supplies times a "utilization factor / applied facior”. The result is the correlated
value. To this correlated value, construction work in progress, if any. is added at
35% of its reported value, while transportation equipment, if any, is deducted
based on the ratio of original cost to correlated value.

Net plant is divided into revenues and the result 1s the "utilization factor”,
which is translated into an "applied factor”. The net plant is multiplied by the
"applied factor” to assign a value 1o it under the Department of Revenue's
computations. This factor can range from 35% to 300%. The higher the revenues,
the higher the value assigned to the plant.

To derive the Department's correlated value, the net plant times the
Department’s "applied factor” and two times revenue are each then multiplied by
& percentage of from 0% to 100%.

The 1998 property 1ax bill was based on a full cash value which was
sssessed at 26:00%, which was the assessinent ratio for water utility property at
Saptember 1998, The assessment ratio will decline an additional 1.00% . to the

evenual assesstizent vate of 25.00%. Thus, | used an assessment ratio of 25.00%.

PLEASE CONTINUE WITH YOUR TESTIMONY ONM THE PROPERTY

TAXES.

The assessed value times the property tax rate results in the property tax. Inthe
instant case, I used 50% of two times revenue, and 50% of net plant times the
Department of Revenue's factor (plus materials and supplies) to derive the

correlated value.
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IS THIS SYNCHRONIZATION OF PROPERTY TAX EXPENSE WITH PLANT
IN RATE BASE AND PRESENT REVENUES A COMMON COMMISSION

PRACTICE, AND IS 1T PROPER RATE MAKING?

Yes it is. Commission Siaff normally proposes the use of the most recent actual
property tax bitl, which is based on the latest year's plant and revenues reported 10
the Arizona Department of Revenue, Centrally Valued Properties.

The computation of property taxes has been described by Staff in other
rale Casgs as Gontaming too many variables 1o compute with any degree of
confidence. | agree there are variables as to the percentage of revenues and net
plant. However, the computation of income taxes also involves a number of
variables. If mcome taxes can be computed with a any degree of confidence for
rate making purposes, then property taxes can also be computed. The income tax
comgutation is based on proposed revenues and proposed expenses. There is no
guarantee that the actual revenues and expenses in the first vear, or thereafier that
the income toxes will match the proposed revenues and expense: used to compute
the income taxes.

Disregarding the computation of property taxes at annualized present and
proposed rates does not recognize the change in property taxes duc to higher
revenues or net plant values in the test year, compared to the actual results
reported to the Arizona Department of Revenue. It is proper rate making to
include all known changes to expense. Using property tax based on data other

than test year revenues at present and proposed rates and net plant would be the




similar to using income tax based on something other than test vear's present and
proposed revenues and expenses. If Staff proposes to use property taxes based on
the property tax bill received in September 1999, the revenue annualization
adjustment. adjustment number 1, to recognize the higher rates allowed by this
Cowmission on September 1, 1998, adjustment number 2, and the expense
annualization, adjustment number 3 should be removed. Otherwise, the result
would be annualized reveanes, and partially annualized expenses to serve the
annualized number of customers. The 1999 September property tax bill will
reflect the unadjusted December 1998 test year revenues, not the annualized test
vear revenues. if the 1999 September property tax bill is used, there is a
mismatch of revenues and expenses.

Removal of the annualized revenues from increases in the number of
customers would {essen the number of customers over which the proposed
revenue requirement must be spread.

Additionally, Commission Staff have used the same method for
computing property taxes for a new water utility applying for a Certificate of
Convenience and Necessity ("CC&N"). A company applying for a new CC&N,
must request ard provide a letter from the Arizona Department of Revenue -

Centrally Valuud Properties stating that the property tax computation is correct.

HAVE YOU ATTEMPTED TO MEASURE THE DEGREE OF ERROR THAT
CAN OCCUR DUE TO YOUR USE OF 50% OF REVENUES AND 50% OF
NET PLANT IN YOUR COMPUTATION OF PROPERTY TAXES AT

PRESENT RATES?

14




Yes, | have. The computations are shown on Schedule C-2, Pages 12a 1 through 3
show that the margin of error. Thé error is only $107 on a tax bill of $39,061, or
0.27%. The error as a percentage of revenues is only 0.01%.

Additionally, Mr. Steve Francois of the Arizona Department of Revenue,
Division of Property Valuation & Equalization, Centrally Valued Properties Unit
confirmed via a telephone call that all water utilities are first valued using 50% of
revenues and 530% of plant. Then, the water utilities are analyzed for special
circumstances, which could result in a valuation using something other than the
5020 of revenues and plant.

1 will address the possible error that could be result from use of the 50%
of revenues and 50% when the 1 testify on the computation of property taxes at

proposed rates.

PLEASE CONTINUE WITH YOUR EXPLANATION OF THE ADJUSTMENTS

TOTHE TEST YEAR'S OPERATING RESULTS.

Adjustrment number 9 increases the expense for an auto lease, cell phone. fax line,
and auto fuel. Adjustment 10 increases rate case expense. The estimated cost for
the instant and the unamortized rate case expense from the prior rate case is
amortized over a four (4) year period.

The CAP Charges are adjusted in adjustment number 12. The Company
will recharge the CAP water, and received groundwater credits, and payment from

the entity which will actually do the recharge. The adjustment consists of three




parts. Part 1 is a reduction in the CAP Charges for the recharge program. This
equates to $5.00.per acre foot.

Part 2 is the amontization of the Prepaid Water Rights.  The prior
payments for CAP water were capitalized. The prior CAP costs were never
charged customers. This adjustment reflects the amortization of the prepaid
charges.

The delivery charges {based on the charges for the year 2000) make up the
third part of this adjustment. The Recharge program will increase expenses which
the Company must pay.

The imerest gxpense on the proposed debt financing is computed in
adjunstments numbered 13 and 14, Adjustment 13 recognizes the intgrest from
owrer loans. The total amount loaned to Vail Water Company is $293.000. The
notes carry an interest rate of 10.25%, and were demand notes. 1 have amortized

these gotes over a bwenty year period.

N THE LAST RATE CASE, VAIL WATER PROPOSED A SIMILAR
ADJUSTMENT. DIDN'T THE COMMISSION REQUIRE THAT THE LOANS
BE CONVERTED TO EQUITY? WHY ARE YOU PROPOSINI;

ADDITIONAL LOANS FROM OWNERS IN THE CURRENT CASE?

The Company did propose Commission approval of loans in the last rate case.
And, yes, the Commission ordered these loans be converted to equity in the last
case.

The problem is that the rates allowed by the Commission in the last two

rate cases did not recovery all the operating expenses incurred. The Company's
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COMENGN equity was degative prior to the adjustiments to accumulated
depreciation, C1AC, and capitalization of prepaid water rights. It is difficult 1o

convinee owners 1o keep adding equity, which is wiped out by operating losses,

due to wadeguate rates.  The Company has over 31,060,000 in invested capital,
bt only $30,000 of adjusted total equity, when past losses are considered.

I the Company were profitable, owners would invest additional capital

via equity, as they know they will receive a rate of return on their investment. But

investing additional equity, which is cancelled by operating losses, is not really an

investment, it is basically throwing money away,

A portion of this loan will be used to pay for the recharge of the CAP

Water (delivery charges and other costs associaied with the CAP Wager). By

recharging the CAP Water, the Company will qualify for recovery of the CAP
costs.  The Company must recharge the water, as it cannpot afford not 1o do so.

The Commission can order that the $293,000 be treated as equity in the

instant case. but 1 cannot advise 2 chient 1o make 3 worthiless investment. To do

sep, would vin the gthics I have to adhere to, as a certified public accountant.

Q. PLEASE CONTINUE WITH YOUR EXPLANATIONS OF THI. EXPENSE

ADIUSTMENTS.

A Adjustment 14 ireases interest expense for the WIFA Loan. The repayment
term is 20 vears, with an interest rate of 5.81%. The loan requires funding of a
teserve account. The reserve account should properly be in rate base, but at this

date, no funding has occurred.
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PLEASE RETURN TO YOUR DISCUSSION ON THE PROPERTY TAXES AT

PROPOSED RATES?

To compute the property taxes at proposed rates during these estimated four vears
the proposed rates will be in effect, | used 65% of the proposed revenues for the
first year of the now rates, and 35% of the adjusted test year revenues to derive the
revenue component of the property taxes. For years two through four,  used
100% of the proposed revenuas. I added the resulting property taxes for the four
vears, and‘then averaged them to derive a uniform property tax bill which would
bie collected by the Company.
As | previously testified, the difference in property taxes computed using

50% of plant and 50% of revenues compared to computations using 0% to 100%
of either plant or revenues is extremely small in refation to the total revenues
'andt’:}r property taxes. The computations are shown on Schedule C-2, page 12a
through page 12a-3, to show the impact of use of 100% of revenues, and 0% of net
p%:a:“ﬁ, and 1J0% of net plant and 0% of revenues. The maximum error [+ or -) is
only $107. The 8107 represents 0.01% of proposed revenues and 0.27% of the

propuosed pro perty tax bill,

MR KOZOMAN.ISN'T THERE A LAG FROM THE TIME THAT NEW
RATES CHARGED CUSTOMERS GO INTO EFFECT, AND THE DATE THAT

THE PROPERTY TAX IS ACTUALLY PAID?

Yes. As an example, if new rates for Vail went into effect on January 1, 2000, the

property tax bill based on these new rates {and plant) would first appear on the
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WHAT IS THE PURPOSE OF THIS PHASE OF YOUR TESTIMONY?

property tax bill received in September 2001, However. the Company should be
aceruing this property taxes, 1o match the revenues collected. Thus, there is no

mismatch on matching revenues and the related expenses.

DOES SCHEDULE C-3 CONTAIN THE INCOME TAX RATES BASED ON

THE PRCPOSED REVENUES, AND REVENUE CONVERSION FACTOR TO
RECOVER INCOME TAXES.

Mo. The Company is a Subchapter 8 Corporation, and thus does not pay income
taxes. However, the owners of the stock are required to pay tax on the net income,
regardiess of whether the net income is distributed or retained. A distribution of
cash to pay income taxes reduces cash available to install plant, and should be

vonsidered in the rate of returnallowed m the instant case.

DOES THAT CONCLUDE YOUR EXPLANATION OF THE ADJUSTMENTS

TO TEST YEAR OPERATING RESULTS?

Yes, it does.

HI. Rate of Return
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1 will testify on the applicable overall rate of return which allow Vail Water

Company to provide qualify water to their customers and compensate share

owners for their investment. The rate of rgturn on equity will be based on required

diebt service coverage and interest coverage.

Q. HOW BAVE YOU COMPUTED THE EQUITY AND THE EQUITY RETURN

IN THE INSTANT CASE?

A The equity return is a funciion of the needed debt service and interest coverage.
The equity that the Company has actually invested is being substituted for the

adjusted equity.

Q. WHAT IS THE DIFFERENCE IN THE EQUITY INVESTED AND THE

ADIJUSTED EQUITY?

A. Over the y sars of ageratiom the Company's total invested equity has been
approximarely $1,150,000. The adjusted equity is approximately $50,000. The
difference of $1,100.000 has been operating losses over the yeers the Company
has served the public. The Company has attempted in rate cases to earn a rate of
return on its investrment. However, each rate.case ﬁas resulted in aétua} operating
expenses which have not been recovered from custom»erﬁ. Thus, the Company has
experienced losses of over $1,100,000 over the years.

The Corspany has already been penaiiiad by the Commission via rate
cases which have resulted in continued operating and net losses. To usé the actual

equity capital in the instant case would be to further penalize the Company.
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WHAT EQUITY RETURN ARE YOU PROPOSING FOR VAIL WATER

COMPANY?

Using invested capital, the equity return needed to meet debt service and interest
coverage is 16.07%. 1f the equity return is applied to the adjusted equity, then an
equity return of approximately 114% is needed.

The 16.07% equity return is not all that high, when the risks faced by Vail

Water Company are considered. These risks consist of:

Inability to construct the necessary water treatment plamt (lack of internal

cash flow to fund plant additions);

Mot having expense true-ups. Although the Arizona Carporation
Comunission will implement an expense adjuster, what will be included in

the adjuster isnot fully know at this date, and the adjuster cannot

represent more than 10% of the bill

Lise of a historic test year vs. forecasted test years:

Inereasing regulatory requirements set forth by the Arizona Department of

Environmental Quality:

Small size which makes financing much more difficult and expensive;




ize which make the ever changing regulatory climate much more

expensive for a small water utility, and

. Tim act thatany meome earned by the water utility is fully taxable to

y




listed on this schedule, the Company has a negative ranking, which would put it
below what the National Regulatory Research Institute classifies as "Distressed”.
The proposed interest coverage and debt service may be too low if

customers converse water due to the higher rajes.

Q. DOES THIS CONCLUDE YOU TESTIMONY ON RATE OF RETURN?

A Yes, it dogs.

1V. PROPOSED RATES

Q WHAT RATES ARE THE PRESENT RATES?

A The monthiy charges at present rates are lsted below.
Present Rates
Gallons
Included
in
Meter Monthiy Monthly
Size Minimum Minitmum
518 x 3/4 $14.40 -0
3/4

14.40 0




P2 25.00 0

po
e
o
S
<

3 67.50 9
4 100.00 0
] 28000 0
Bulk Water 0.00 -0,

Commuodity charge per 1,000 galions over the gallons included in the month
misitum: $3.75.

Bulk water: $3.75.

WHAT ARE THE PROPOSED RATES?

The monthiy minimum charge for proposed rates is based on meter size. The

larger the meter size, the-higher the monthly minimum. The gallons included in

the monthly minimum remain unchanged. The proposed rates ave listed below.

Proposed Rates
Gallons
Hrichided
in
Meter Monthly
Size Minimum
24




38 34 §271.76 0

34 2170 0
1 £9.23 0
112 138.50 0
2 221.60 0
3 44320 0
4 692.50 0
6 1.385.00 G
Bulk Water 0.00 B

Commoddity charge per 1,000 gallons over the gallons included in the month

migiimang $7.20.

HOW DID YOU COMPUTE THE MONTHLY MINIMUMS BASED ON

METER SL/ES?

The monthly minitaum charge is based on meter sizes. The result is that
minimuins ¢ based on meter flow pﬁi&miai capacity. The charge for a sks X 3/4
inch meker anid a 374 inch meter are the same.

A 5/8 x 34 inch méter can flow 20 gallons per minute, while a 1 inch
meter can flow 50 gallons per minute. Larger moters can flow considerably more
mfsper miré’aﬁe as follows:

Meter Size

| inchimeter ‘ 50

25




of water (7,940 galions per month) will experience a rate increasc of $40.69 per

1172 inch meter

2 mchameter 160
3 inch meter 320
4 inch meter 500
& inch meter 1,000

I basad the meter charge based on the potential flow of the flow potential

froma 5/8 x 34 inch-meter.  Although a 3/4 inch meter can flow 30 gallons per
minute, to be consistent, | have used the same price proposed for a 5/8 x 3/4 inch

meter,

WHAT IS THE IMPACT ON RESIDENTIAL CUSTOMERS USING THE
MONTHLY AVERAGE WATER USING AND ON A 5/8 X 3/4 INCH OR 3/4
INCHMETER?

Rusidential custormiers, on 3/8 x 3/4 inch meters who consume the average quantity

month, or approximately 92%. While the percentage figure appears high, the

doliar cost trenslates to approxinately $1.35 per day.

DID YOU DO A COST OF SERVICE STUDY 'TO SUPPORT THE PROPOSED

RATES?




Ah-

A.

ARE OTHER TARIFF CHANGES ARE BEING REQUESTED?

Yes. The changes in the Company’s existing and proposed tariffs are shown on

Schedule H-3, page 2, and in the separate book of tariffs.

HAS THE COMPANY PROPOSED THE SPECIFIC FORM OF ITS TERMS
AND-CONDITIONS TO BE INCLUDED IN ITS TARIFFS AS A PART OF

THIS PROCEEDING?

Yes. As a separate Exhibit to the Application, the Company has included its
propesed rates and charges for service, as well as other standard terms and
conditions. These are ina form the Commission has recently approved for other
water companies. 1 am of the opinion that specifying terms and conditions in a
formial Tariff permits the Company to more effectively and efficiently o§erate the
Company, and also provides a better understanding for customers who are

requesting particular services from the Company.

THE PROPOSED RATE INCREASE IS RATHER SUBSTANTIAL. WON'T

THE INCREASE CAUSE "RATE SHOCK™?

1 agree that the rate increase is substantial. However, the rates proposed in the
instant case, as to monthly minimums, is not that much higher than what was

proposed in the last rate case.
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Q.

I have heard the wrm "rate shock” used when a utihity requests a large
mcrease mrates. However, to my knowledge, there 1s no constitutional or legal
reguirement which limits the size of a rate increase or imposes a ceiling on the
increase. The Company has not been recovering all of its costs of service in it
tates and charges for service. s customers have benefited by receiving below-
enst wtility service at the expense of the unility company owners. If the Company's
rates are not increused to a level that will allow recovery of operating expenses
angd a fair return on rate base, as required by the U 8. Supreme Court and Arizona
Supreme Court decision, the Company's property would be effectively

confiscated.

DOES THAT CONCLUDE YOUR DIRECT TESTIMONY?

Yes, it does.
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APPENDIX A
RESUME OF
RONALD L. KOZOMAN, CPA

EXPERIENCE

SELF-EMPLOYED
KOZOMAN & KERMODE CPA's, PARTNER
KOZOMAN & KERMODE, CPA'S PC, PRESIDENT

TROUPE KEHOE WHITEAKER & KENT CPA's
PARTNER AND UTILITY CONSULTANT

RESPONSIBLE FOR OVERALL MANAGEMENT OF FIRM'S PHOENIX,
ARIZONA OFFICE

19311982 ARIZONA CORPORATION COMMISSION CHIEF UTILITY RATE

19771981

EDUCATION:

FRATERNITY

ANALYST

TESTIFIED ON COST OF CAPITAL, RATE BASE AND INCOME
STATEMENTS; FINANCING MATTERS; ANALYSIS OF RATE ORDERS;
SUPERVISION OF AUDITING AND RATE ANALYST SECTIONS.
TESTIFIED IN CASES INVOLVING ENERGY, WATER AND
COMMUNICATION COMPANIES.

ILLINGIS COMMERCE COMMISSION ACCOUNTANT IILIV,
V, & EXECUTIVE V

AUDITS OF UTILITIES FINANCIAL STATEMENTS, PREPARATION
OF EXHIBITS AND TESTIMONY, AND CROSS-EXAMINATION OF
UTILITIES WITNESSES.

TESTIFIED IN CASES INVOLVING ENERGY, WATER AND
COMATUNICATION COMPANIES.

SOUTHERN ILLINO{S UNIVERSITY ACCOUNTING FACULTY
NORTHERN ILLINGIS UNIVERSITY  ACCOUNTING FACULTY

INDIANA UNIVERSITY ACCOUNTING FACULTY
MACMURRAY COLLEGE ACCOUNTING FACULTY

ILLINOIS AND ARIZONA CERTIFIED PUBLIC ACCOUNTANT
CERTIFICATES. :

BACHELOQR OF SCIENCE - NORTHERN ILLINOJS UNIVERSITY
MASTER OF SCIENCE - NORTHERN ILLINOIS UNIVERSITY

BETA ALPHA P8I, PROFESTIONAL ACCOUNTING ACADEMIC




YEARS
FROM-TO INSTITUTION MAJOR  DEGREE DATE

1959-61  JOLIET JUNIOR COLLEGE ACCOUNTING ASSOCIATE 6-61
1961-63  NORTHERN ILLINOIS UNIVERSITY ACCOUNTING BS.  6-63

196365 NORTHERN ILLINOIS UNIVERSITY BUS. ED. MS. 6-05
1967 CERTIFIED PUBLIC ACCOUNTANT, ILLINOES 9-67
1980 LICENSED ACCOUNTANT, ILLINOIS {065-012256) 5-80
1983 LICENSED ACCOUNTANT, ARIZONA {3805-R) 2-83

REGULATORY AND WORK EXPERIENCE
W3 TO
PRESENT SELF EMPLOYED

FEB. 1988
TO 93093 PARTNER, KOZOMAN AND KERMODE, CPA's

FEB. 1936 -
JAN, 1988 PRESIDENT, ROZOMAN AND KERMODE P.C., CPA's

OCT. 1982 PHOENIX OFFICE; JOB TITLE: PARTNER
TO AN 1986 TROUPE KEHOE WHITEAKER & KENT

1983 T 1932 CHIEF RATE ANALYST, UTILITIES DIVISION
ARIZONA CORPORATION COMMISSION

9ITTO 1981 ACCOUNTANT I - NOVEMBER 1977
ACCOUNTANT IV - APRIL 1979
ACCOUNTANT V - AUGUST 1580
EXECUTIVEV - MARCH 1981
ILLENOES COMMERCE COMMISSION - SPRINGFIELD, ILLINOIS

DUTIE 5 INCLUDED AUDIT OF UTILITIES' BOOKS AND RECORDS

PN COPNECTION WITH RATE INCREASES, PREPARATION OF
EXHERTS AND TESTIMONY CONCERNING RATE INCREASES,
CROSS-EXAMIMNATION OF UTILITIES WITNESSES ON RATE
MATTERS, TESTIMONY AS EXPERT WITNESS FOR STAFF'S

POSITION ON UTILITY FINANCIAL STATEMENTS AND RATE

NEEDS, AND EXAMINATION OF TESTIMONY AND DATA ON SUNDRY
MATTERS (SEE ATTACHED SHEET FOR SUMMARY).

16T TO 1977 ASSOCTIATE PROFESSOR, MACMURRAY COLLEGE
JACESONVILLE, ILLINGIS

DUTIES INCLUDED TEACHING COURSES IN ELEMENTARY,
INTERMEDIATE AND ADVANCED ACCOUNTING,

COST ACCOUNTING, INCOME TAXES, AUDITING,

AND MANAGERIAL ACCOUNTING.

1964 TO 1974 INSTRUCTOR, SOUTHERN ILLINOIS UNIVERSITY

)

e




CARBONDALE. ILLINOIS

TALUGHT FINANCIAL AND MANAGERIAL ACCOUNTING AND
ACCOUNTING FOR XON-BUSINESS MAJORS.

JAM. 197370
AFRIL 1973 ACCOUNTANT (PART-TIME), HORWATH & HORWATH
GaH WEST MAIN STREET, CARBONDALE, ILLINOIS

PREPARED TAX RETURNS {STATE AND FEDERAL) FOR
DNDIVIDUALS AND BUSINESSES.

1967 TO 1969:  ASSISTANT PROFESSOR, INDIANA UNIVERSITY
DIVISION OF GENERAL & TECHNICAL STUDIES
FORT WAYNE, INDIANA

TAUGHT COURSES IN ACCOUNTING AND BUSINESS;
SERVED A8 ACTING DEPARTMENT CHAIRMAN.

1963 TO 1967 INSTRUCTOR, SOUTHERN ILLINGIS UNIVERSITY
CARBONDALE, ILLINOIS

TAUGHT FINANCIAL AND MANAGERIAL ACCOUNTING.

PUBLICATIONS

LECTURE GUIDE TO SUPPLEMENT ACCOUNTING FOR CONTROIL AND DECISIONS
HOLMES, MEIER & PABST, BUSINESS PUBLICATIONS, INC,
PUBLISHED BY STIPES PUBLISHING CO., 1971

AN OVERVIEW OF A RATECASE, COPYRIGHT NUMBER 256 639, PRIVATELY PUBLISHED
MANUAL FOR UTILITIES, PRESENTED TO MEDIA THROUGH OUT THE STATE OF ARIZONA,
1438,

SPEECHES

"WORKSHOP ON UTILITY ACCOUNTING, RATE CASES, AD VALOREM T XES, DATA
REQUESTS, FINANCING, FINANCINGS, HOUSE BILL 2362, NEW STATE INCOME TAXES
RATES,” WATER UTILITIES ASSOCIATION OF ARIZONA, SEPTEMBER 19%0.

"RATE BASE AND OPERATING EXPENSES,” 5TH ANNUAL NEW MEXICO STATE UNIVERSITY
UTILITIES CONFERENCE, ALBUQUERQUE, OCTOBER 1982,

"CHANGES IN INCOME TAXES," PUBLIC UTILITIES ASSOCIATION OF ARIZONA, TUCSON,
OCTOBER 1982.

"REVENUE REQUIREMENTS" 1987 - 1995, "ACCOUNTING FOR NON-ACCOUNTANTS, 1991 -
1993, COST OF SERVICE AND RATE DESIGN, 1995 NATIONAL ASSOCIATION OF
REGULATORY UTILITY COMMISSIONERS (NARUC) ANNUAL STUDIES FACULTY HELD IN
LANSING, MICHIGAN FOR REGULATORY COMMISSION PERSONNEL EMPLOYEES AND
UTILITY PERSONNEL.




mmﬁ}mamk THE NEW YORK PUBLIC SERVICE COMMISSION 1993, TOPICS INCLUDED

CONSTRUCTION WORK IN PROGRESS V8. ALLOWANCE FOR FUNDS USED DURING
QQN&TRUC&()}}L COST OF CAPITAL, AND DEFERRED INCOME TAXES.

| A mmmwme AL SUMMARY OF MY WORK EXPERIENCE WITH THE ILLINOIS |

COM! ERCE

COMMISSION IS PROVIDED BELOW.

COMPANY DOCKET NO.

Cips 710875
(ELECIRIC &
GAR)

MONARCH 714709
GAal {GAS)

IDWA-
ILEINQIS
CGAS &
ELECTRIC

TR-DOTS
{ELECTRIC &
GAS)

INTERSTATE  78-0203 &
POWER 750161
(ELECTRIC & GAS)

CTOWNGAS 780283
ca. {GAB)

ILLINOTS
POWER

73-0071

ILLINOIS  80-0010

BELL

FUNCTION

1. CROSS-EXAMINED-RESPONDENT'S WITNESSES.
2. AUDITED RESPONDENT'S RECORDS.

1. CROSS-EXAMINED RESPONDENT'S WITHESSES.

2. PROPOSED ADJUSTMENTS INVOLVING MATERIALS
SUPPLIES AND PENSIONS.

3. AUDITED RESPONDENT'S RECORDS.

1. CROSS-EXAMINED RESPONDENT'S WITHNESSES.

2. SPONSORED RATE BASE AND INCOME STATEMENT
EXHIBITS AND ASSOCIATED ADJUSTMENTS.

3, WROTE REPLY BRIEF.

4. AUDITED RE‘S?ONDEN’I‘S RECORDS.

1. CROSS-EXAMENED RESPONDENT'S WITNESSES.
2. SPONSORED ADJUSTMENTS TO FUEL INVENTORY
3. AUDITED RESPONDENT'S RECORDS.

1. CROSSEXAMINED RESPONDENT'S WITNESSES.

2. SPFONSORED RATE BASE, INCOME STATEMENTS,
COST OF CAPITAL AND ASSOCIATED ADJUST-
MENTS. ,

3. ANALYZED IMPACT OF DEFERRED INUCOME TAXES
ON CGNSUMZER&‘ RATES.

4. AUDITED RBSFONI}E\}TS RECORDS.

1. PREPARED CROSS-EXAMINATION QUESTIONS FOR
STAFECOUNSEL.

2. SFGNS(?REI} ADIUSTMENTS TO FUEL INVENT-
ORIES, MAINTENANCE EXPENSE AND COST OF
CAPXTAL COMPONENTS.

3. AUDITED RESPONDENTS RECORDS.

1. PREPARED CROSS-EXAMINATION QUESTIONS FOR
STAFF COUNSEL.




TELEFHONE

COMMONWEALTH 80-0348
EDISON

TOWNGAS §1-0113
e84

CONTINENTAL 810014
TELERHONE CO.
QOF ILLINOIS

GENERAL §3-0443
TELEPHONE CO.
OF ILLINOIS

SUNDRY CASES

2. SPONSORED RATE BASE, INCOME STATEMENT,
AND COST OF CAPITAL USING DOUBLE LEVER-
AGE.

3. PROJECT LEADER FOR CABE.

4. SUPERVISED AUDIT OF RESPONDENT'S RECORDS.

1. INTERIM AND MAIN CASE, FINANCIAL INTEG-
RITY, ANALYSIS OF FENANCIAL COVERAGES -

ACTUAL AND PROJECTED.

2. PREPARED CROSS-EXAMINATION QUESTIONS FOR
ASSISTANT ATTORNEY GENERAL.

3. SPONSORED RAYE BASE, INCOME STATEMENT,
AND COST OF CAPITAL.

4. PROJECT LEADER FOR CASE.

5. SUPERVISED AUDIT OF RESPONDENT'S RECORDS.

i. CROSS-EXAMINED RESPONDENT'S WITNESSES.

2. SUPERVISED AUDIT OF RESPONDENT'S RECORDS.

3. SPONSORED COST OF CAPITAL EXHIBITS AND
TESTIMONY.

1. COST OF CAPITAL TESTIMONY.

1. EXAMINED STATION CONNECTION EXPENSING.

PURCHASED GAS AND FUEL CLAUSE RECONCILIATIONS FOR:

MONARCH GAS COMPANY

TOWK GAS COMPANY

UNION ELECTRIC COMPANY

GAS UTILITIES, INC.

ADOPTION OF UNIFORM SYSTEM OF ACCOUNTS 78-0579 FOR RADIO COMMON CARRIERS

{MOBILE TELEPHONE) - CASE DISMISSED.

GENERAL ORDER 216, UNIFORM FILING REQUIREMENTS FOR LARGER UTILITIES -
FORECASTED TEST YEAR - ORDER ENTERED AND ADOPTED.




A CHRONOLOGICAL SUMMARY OF MY WORK EXPERIENCE WITH THE ARIZONA
CORPORATION
COMMISSION 1S PROVIDED BELOW.

COMPANY POCKET NO. FUNCTION
SOUTHERN UNION GAS  U-1240-81-148 COST OF CAPITAL TESTIMONY*
SOUTHWEST GAS CORP.  U-1551-81-206 COST OF CAPITAL TESTIMONY*

CONTINENTAL TELEPHONE U-1541-81-385 TESTIFIED ON PROPOSED RATES

CO. OF THE WEST FOR EXPENSING STATION
CONNECTIONS.

SUN 21TY WEST U-2334-81-008 COST OF CAPITAL

UTILITIES

SRUTHWEST GAS {0, U-155182-010 COST OF CAPITAL

CONTINENTAL TELEPHONE  U-1596-81-391 COST OF CAPITAL
CO. OF CALIFORNIA

TUCHON ELECTRIC POWER  U-1933-81-033 RATE INCREASE
MOUNTAIN BELL  9981-E-1051.81-406 COST OF CAPITAL
SOUTHWEST GAS CO. U-1551-82-034 COST OF CAPITAL

SUNCITY SEWER & U-2276-81-333 COST OF CAPITAL

WATER
SOUTHERN UNION GA8 COST OF CAPITAL®
MOUNTAIN BELL ALL ADJUSTMENTS TO RATE

BASE AND INCOME STATEMENT.
PROPOSED ACCELERATED
AMORTIZATION OF INSIDE
WIRING *

*TESTIFIED AS CONSULTANT.

CHRONOGLOGIC AL SUMMARY OF MY WORK EXPERIENCE WITH TROUPE KEHOE
WHITEAKER &
KENT 18 PROVIDED BELOW:

COMPANY/CLIENT FUNCTION

WEST ENID WATER COMPANY TESTIFIED FOR APPLICANT ON RATE BASE,
INCOME STATEMENT, COST OF CAPITAL AND
RATE DESIGN.




SUNBISE WATER COMPANY TESTIFIED FOR APPLICANT ON RATE BASE,
INCOME STATEMENT, COST OF CAPITAL AND
RATE DESIGN.

BIG PARK WATER COMPANY TESTIFIED FOR APPLICANT ON RATE BASE,
INCOME STATEMENT, COST OF CAPITAL AND
RATE DESIGN IN BOTH INTERIM AND MAIN
CASES. TESTIFIED FOR APPLICANT ON
FINANCING AND PHASED-IN RATE INCREASES.

CAREFREE WATER COMPANY TESTIFIED FOR APPLICANT ON RATE BASE,
INCOME STATEMENT, COST OF CAPITAL AND
RATE DESIGN.

BLACK BILL & DONEY PARK TESTIFIED FOR APPLICANT ON RATE BASE,

WATER USERS ASSQCIATION INCOME STATEMENT, RATE OF RETURN AND
RATE DESIGN IN BOGTH INTERIM AND MAIN
CASES. TESTIFIED FOR APPLICANT ON
SPECIAL ASSESSMENTS, HOOK-UP FEES,
CAPITAL CREDITS AND PUMPING POWER
ADJUSTER.

FLORENCE GARDENS UTILITY CO.  TESTIFIED FOR APPLICANT ON RATE BASE,
INCOME STATE MENT RATE OF RETURN AND
RATE DESIGN FOR WATER AND SEWER.

BOULDER CAREFREE SEWER CORP.  TESTIFIED FOR APPLICANT ON COST OF
CAPITAL AND AMORTIZATION OF CONTRI-
BUTIONS.

WEST END WATER COMPANY TESTIFIED FOR APPLICANT ON COST OF
CAPITAL AND AMORTIZATION OF
CONTRIBUTIONS.

ARIZONA PUBLIC SERVICE CO. DEVELOPMENT OF PUBLIC RELATIONS MANUAL
TO EXPLAIN A RATE CASE TO THE NEWS MEDIA.

NEW MEXICO CORP. COMMISSION - TESTIFIED FOR COMMISSION (N APPLICANT'S
GENERAL TELEPHON: COMPANY OF  PROPOSED RATE BASE AND INTOME STATEMENT.
THE SOUTHWEST. ,

DEPARTMENT OF THE NAVY - EVALUATION OF APPLICANT'S AND CALIFORNIA
PACIFIC GAS & ELECTRIC COMMISSION STAFF'S RATE CASE FILINGS.
SUNDRY CLIENTS TESTIFIED ON VALUATION OF WATER UTILITIES

BEFORE THE ARIZONA DEPARTMENT OF REVENUE,
CENTRALLY VALUED PROPERTIES.

A CHEONOLOGICAL SUMMARY OF MY WORK EXPERIENCE WITH KOZOMAN & KERMODE
CPA's '
IS PROVIDED BELOW:

COMPANY/CLIENT FUNCTION




NEW MEXICO CORP. COMMISSION - TESTIFIED FOR COMMISSION ON APPLICANT'S
CONTINENTAL TELEPHONE CO. COST OF CAPITAL.
OF THE WEST.

NEW MEXICO CORE. COMMISSION - TESTIFIED FOR COMMISSION ON APPLICANT'S
WESTERN NEW MEXICO TELEPHOXE  COST OF CAPITAL.

COMPANY.

BERMUDA WATER COMPANY TESTIFIED FOR APPLICANT ON RATE CASE
AND FINANCING. :

BELLA VISTA RANCHES TESTIFIED FOR APPLICANT ON COST OF

{BELLA VISTA WATER QO CAPITAL, COST OF SERVICE, RATE DESIGN,

AND CONSOLIDATION OF THREE COMPANIES.

TUCSON SOUTH WATER COMPANY TESTIFIED FOR APPLICANT ON INTERIM /
EMERGENCY RATE INCREASE.

CITIZEN'S UTILITIES COMPANY  TESTIFIED FOR APPLICANT ON COST OF
CAPITAL FOR ITS TELEPHONE OPERATIONS.

PUEBLO DEL 80L WATER COMPANY/

ARIZONA WATER COMPANY TRANSFER TESTHFIED FOR BELLA VISTA WATER COMPANY,
INC. ON BENEFITS TO RATEPAYERS OF PUEBLO
DEL SOL WATER COMPANY AND BELLA VISTA
WATER COMPANY, INC. IF BELLA VISTA WATER
COMPANY, INC. WERE TO PURCHASE PUEBLO
DEL SOL WATER COMPANY.

METROPOLITAN WATER COMPANY  TESTIFIED ON COST OF CAPITAL AND COST OF

SERVICE STUDIES.
PONDEROSA UTILITY CORP. FINANCING OF DEBT AND EQUITY
BIG PARK WATER COMPANY RATE ADJUSTMENT, COST OF CAPITAL

COST OF SERVICE, RATE BASE, INCOME
STATEMENT, PROPOSED RATES, AN Y FINANCING

METROPOLITAN WATER COMPANY FINANCING USING DEBT WITH 4 PAYMENT IN
LIEU OF REVENUES CHARGE RATHER THAN
TRADITIONAL LINE EXTENSION AGREEMENT

VOYAGER WATER COMPANY RATE ADJUSTMENT, COST OF CAPITAL

(FORMERLY TULCSON BOUTH WATER RATE BASE, INCOME STATEMENT AND
COMPANY) PROPOSED RATES. FINANCING.

NATHONAL ASSOCIATION OF ANNUAL REGULATORY STUDIES PROGRAM

PEGULATORY UTILITY » 1987 - 1993 INSTRUCTOR

COMMISSIONERS REVENUE REQUIREMENTS

ARIZONA SIERRA UTILITY COMPANY  RATE ADJUSTMENT, COST OF CAPITAL, COST
OF SERVICE, RATE BASE, INCOME STATEMENT,
PROPOSED RATES, AND FINANCING FOR WATER

3




AND SEWER

CAVE CREEK SEWER COMPANY REQUEST FOR A CERTIFICATE OF CONVENIENCE

AND NECESSITY '
GOODMAN WATER COMPANY REQUEST FOR A CERTIFICATE OF CONVENIENCE
AND NECESSITY
AVRA WATER CO-0P, INC. INTERIM/EMERGENCY RATES AND FINANCING

CAVE CREEK SEWER COMPANY RATE ADJUSTMENT, COST OF CAPITAL, RATE
DESIGN

GOLD CANYON SEWER COMPANY REQUEST FOR A CERTIFICATE OF CONVENIENCE
AND NECESSITY

DESERT HILLS WATER COMPANY COST OF CAPITAL, RATE DESIGN FOR RATE
ADJUSTMENT

WILLOW VALLEY WATER COMPANY  COST OF CAPITAL, REBUTTAL TESTIMONY ON
ACCUMULATION DEPRECIATION, CONSERVATION
AND ELASTICITY, RATE DESIGN.

QUAIL CREEK WATER COMPANY CERTIFICATE OF CONVENIENCE AND NECESSITY
AVREA WATER C0-0P, INC. DEBT SERVICE REQUIREMENTS, PERMANENT

RATES, CONSERVATION AND PRICE ELASTICITY

RIO VERDE UTILITIES, INC. COST OF CAPITAL, RATE DESIGN, RATE
BASE, INCOME STATEMENT

CHAPARRAL CITY WATER COMPANY  COST OF CAPITAL, RATE DESIGN, RATE
BASE, INCOME STATEMENT, ADJUSTER
MECHANISM FOR PURCHASED CAP WATER
AND PURCHASED ELECTRIC POWER

RIGBY WATER COMPANY COST OF CAPITAL, RATE DESIC X, RATE
BASE, INCOME STATEMENT

BIG PARK WATER COMPANY COST OF CAPITAL, RATE DESIGN, RATE BASE
INCOME STATEMENT

CONSOLIDATED WATER UTILITIES COST OF CAPITAL, DEBT SERVICE, RATE

DESIGN, RATE BASE

UTIITY MANAGEMENT & CPERATION EMERGENCY RATES

SERVICES

RESIDENTIAL SEWAGE WORKS EMERGENCY RATES

UTILITY MANAGEMENT & OPERATION  DEBT SERVICE, RATE BASE, INCOME
STATEMENT, AND RATE DESIGN

RESIDENTIAL SEWAGE WORKS DEBT SERVICE, RATE BASE, INCOME STATEMENT,




BOULDERS CAREFREE SEWER CO.

BELLA VISTA WATER COMPANY

RURAL METRO - YUMA AMBULANCE

PARADISE VALLEY WATER COMPANY

PUEBLO DEL SOL WATER COMPANY

GOLDEN SHORES WATER COMPANY

WILLOW VALLEY WATER COMPANY

ROOSEVELT LAKE RESORT, INC.

RIO VERDE UTILITIES, INC.

DONEY PARK WATER

PARADISE VALLEY WATER COMPANY

BOULDERS CAREFREE SEWER CORP.

RAKCHO VISTORG WATER COMPANY

PARADISE VALLEY WATER CO.

CAMP VERDE WATER SYSTEM

AND RATE DESIGN
REQUIRED RATE OF RETURN

COST OF CAPITAL. RATE BASE,
INCOME STATEMENT

TESTIFIED AS A CONSULTANT TO ARIZONA
DEPARTMENT OF HEALTH OM RATE OF
RETURN

RATES FOR GOLF COURSE
ORDER TO SHOW CAUSE

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL

A CHRONOLOGICAL SUMMARY OF MY SELF-EMPLOYED WORK EXPERIENCE IS PROVIDED
BELOW:

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL FOR WATER AND SEWER

RATE BASE, INCOME STATEMENT, RATE
DESIGN, AND TIER FOR CO-OP CAPITAL

RATE DESIGN AND COST OF SERVICE §TUDY

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL, AND RATE DESIGN FOR SEWER

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL, RATE DESIGN, AND PROPOSED
ADJUSTMENT MECHANISM TO RECOVER COSTS
OF PUMPING POWER, TREATED AND/OR
UNTREATED CAP WATER AND/OR RECHARGE
WATER

RATE DESIGN AND COST OF SERVICE STUDY
AND COST OF CAPITAL

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL, RATE DESIGN, AND PROPOSED
ADJUSTMENT MECHANISM TO RECOVER COSTS
OF TREATED WATER

10




FAR WEST WATER COMPANY

- TURNER RANCHES

APPALOOSA WATER

FARWEST WATER COMPANY

NATIONAL ASSOCIATION OF
REGULATORY UTILITY
COMMISSIONERS

VALL WATER COMPANY

SANTA CRUZ WATER
PALC VERDE UTILITIES

GOLDEN SHORES WATER

BELLA VISTA WATER AND
NICKSVILLE WATER

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL, RATE DESIGN

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL, RATE DESIGN

APPLICATION FOR A CERTIFICATE
OF CONVENIENCE AND NECESSITY

REHEARING ON PROPERTY TAXES

ANNUAL REGULATORY STUDIES PROGRAM

1991 - 1998 INSTRUCTOR

ACCOQUNTING FOR NON ACCOUNTANTS, REVENUE
REQUIREMENTS, COST OF SERVICE; AND
ACCOUNTING IN A DE-REGULATED WORLD

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL, RATE DESIGN

CERTIFICATE OF CONVENIENCE & NECESSITY

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL, RATE DESIGN

RATE BASE, INCOME STATEMENT, COST OF
CAPITAL, RATE DESIGN, COST OF SERVICE STUDY,
CONSOLIDATION OF WATER COMPANIES




VAIL WATER COMPANY

DOCKET W-01651

TARIFF

fssued Effective
ISSUED BY:
Doug Noll. Vice President
Vail Water Company
5780 North Swan Road, Suite §-100
Tucson, Arizona 85360
25002-00000 54

EXHIBIT C




Sheet No.

DOCKET W-01651

PART ONE, STATEMENT OF CHARGES WATER SERVICE ... 1
B RATES oo s o

A General Residential Service ... e eaeeereaen RO et eeres s e aereteereeaerne e et ranaeneann et 1

B. Cummercial and Tndastrial Servies ..o, seerenas s sreres s S 2
€. Agricultural and Trrigation SEIvICe oo veerreeras veerrnne ereer et eberere s eaeseas 2
. Standpipe Service .o cnrnioninee eerrereens )

. Constrnction Waler SEIVETE .o veva e evinssrereessssasesncsensasmesasssas et paasscesssansansesreonssssass

F. Fire Sprinkler Service o, e e s b s see s eh et et s R s entesanes eeeenare et rens 5
I TAXES AND ASSESSMENTS ..., e eteeeeseerestestbeaniheeeeseas e ese s en s tene 5
HL ADDITIONAL CHARGES. ... rerstvsrereebeseeresesanesans e SRR OSSO OO 6

" .
entof Service 6
k. 3 R R T T T R RRRTRY E TR LT R R L R R R P e P T Y]
f 5 i 6

nt of Service. ... verrusesvaninten oerrsierrarseernonnenn berheaeranisrenbarerrtarantanatearnnnens .
s{mﬂf 1i ﬁt:f.‘f 6
i 3 TET XS VLY FPAES NI EN LA NGRS Ay EL R R L Y T R TR TN D N R L R R T R )
....... He e eroteaseaaaeesaesea eeeeeabstasansonaneeseeenstnntnteesnessnarnnrnnnnnne f
vy

....... v Nvarhatr s e suyanNs sia s naresrrAetaatanrenrnersrrrannerescurarsarnnsrosrnens ]
srhremans b uranians erncerrerunn heASyenaaEua st araana e sanasatesuntananieuastant et ottt henatnnneanntensaenas 7
erresteeearranserans reeeenrtretsesabehaehas aks i eabn v aarerbenrinreanrann 7

Payment Finance Charge............. veererninaenas eeteeeeeaetrteretiaens tasaeeransiareeneseanteneee 8
7} $ R S R T T R S N R e YT R R R 8
k-up o Company’s Water Sym:m,.,.. ....................... et ebert et n e e anees 8

B Berviee ariff and Metﬁr Advanee Poiscg» ....... [SRRUROSUPRRUURN rverrrae s enearaeeaen 9
N I‘»'iasz?ie:nmn Tariff ooeeenrerrercans et iustesbyes ettt tas e aara e s e e aRe e et bbb an st car et et atetes 9

Effective

ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite 8-100
Tucson, Arizona 85360




VAIL WATER COMPANY Sheet No. i

DOCKET W-01651

V. PERMITTED COSTS i csieens seoiisseras st srs s eb s saesn b s sseas 10

PART TWO, STATEMENT OF TERMS AND CONDITIONS WATER SERVICE......... 12

{. CROSS-CONNECTION CONTROL oottt 12
A PUIPOSR oottt s e etebestesiatereseseaeanae s ro s een s et en e e dne e aas 12
Bl IDSPEOTIOMS. ¢ ooovee e cre ettt st s s cs et R 12
. REGUETBINENTS. ... oootremsetrecremicne e er e cbes i rass e s e ssems s en s s ab e b s ar e ebe e n e s e s 12
D, Discontinuance 0F SOIVICE. oottt et e s ea e e 13
II. FIFE HYDRANT AND INTERIOR FIRE SPRINKLER SERVICE ... 13
IIl. INTERRUPTIBLE SERVICE; COMPANY'S LIABILITY LIMITATIONS ... 17
V. RULES AND REGULATIONS ..ottt s 18
Issued Effective
ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite 8-100
Tucson, Arizona 85360

2300200005 85




VAIL WATER COMPANY Sheet No. !

DOCKET W-81651

Apphes to all WATER service areas

PART ONE

STATEMENT OF CHARGES

WATER SERVICE
L RATES

In Opinion and Order No. ____ . dated , 2000, the

Corpnission approved the following rates and charges to become effective with
20 usageand 2000 billings:

S ——

Usage Included in Minimum
Muter Size Minimum Charpe Charge
inches Gallons Par Month
A, General Residential Service
38" x 3447 Meter -{- § 2720
34" Meter G 27.20
Y Meter e 69.25
112 Mater - 138.50
2 Kdeter L} 221.60
37 Mueter e 44320
4" Merar Ao 69250
&7 Noter e 1,385.00

THE RATE FOR USE IN ADDITION TO THE MINIMUM STATED ABOVE
SHALL BE THE SAME FOR ALL SIZES OF METERS. ADDITIONAL
USAGE SHALL B2 AT THE RATE OF $7.20 PER 1.000 GALLONS.

Insped Effective

ISSUED BY:

Doug Noll. Vice President
Vail Water Company
5780 North Swan Road, Suite S-100
Tucson, Arizona 85360

T 280200600 14
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VAIL WATER COMPANY Sheet No.

DOCKET W-01651

Apples to all WATER service areas

PART ONE
STATEMENT OF CHARGES
WATER SERVICE

B. Commercial and Industrial Service
387 x 344" Meter -0- $ 2720
344 Meter RIS 2720
17" Meter -G 69.25
1 127 Meter -0- 138.50
2 Meter -0 221.60
3" Meter -0- 443.20
4~ Meter -0- 692.50
6" Meter - 1.385.00

THE RATE FOR USE IN ADDITION TO THE MINIMUM STATED ABOVE
SHALL BE THE SAME FOR ALL SIZES OF METERS. ADDITIONAL
USAGE SHALL BE AT THE RATE OF $7.20 PER 1,000 GALLONS

C. Agricultural and Irrigation Service

3/87 x 3/47 Meter Q- 8 27.20
374" Meter -0~ 27.50

1 Meter -0- 69.25

1127 Meter -{- 138.50

2" Meter -0- 221.60

3" Meter -0- 443.20

47 Meter -0- 692.50

6" Meter - 1,385.00

THE RATE FOR UUSE IN ADDITION TO THE MINIMUM STATED ABOVE
SHALL BE THE SAME FOR ALL SJZES OF METERS. ADDITIONAL
JSAGE SHALL BE AT THE RATE OF $7.20 PER 1,000 GALLONS.

Issued - Effective

ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite $-100
Tucson, Arizona 85360

FSH02-000060.84




VAIL WATER COMPANY SheetNo. 3

DOCKET W-01651

Apphes to all WATER service areas

PART ONE
STATEMENT OF CHARGES
WATER SERVICE

1. Standpipe Servicet
S8 w 3/4” Meter 0 & 2720
347 Meter Q- 27.20
I™ Meter (- 69.25
1 127 Mster -0- 138.50
27 Meter ~{- 221.60
3 Meter [ 443.20
47 Meter -0 692.50
6" Meter -0- 1,385.00

THE RATE FOR USE IN ADDITION TO THE MINIMUM STATED ABOVE
SHALL BE THE SAME FOR ALL 5IZES OF METERS. ALL STANDPIPE
SERVICE SHALL BE METERED. IF AN ACCOUNT HAS NOT BEEN
ESTABLISHED WITH THE COMPANY BY THE CUSTOMER. PAYMENT
FOR STANDPIPE WATER SHALL BE PAID UPON DELIVERY. ALL
USAGE SHALL BE AT THE RATE OF $7.20 PER 1.000 GALLONS

' Standpipe water service shall be available only to the extent water is not required by permanent customers within
thie cortifinated aren. Company will atempt to provide 60 days notice of cessation of standpipe service.

fssued , Effective
ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite §-100
Tucson, Arizona 85360

Z5002.00000 34




VAIL WATER COMPANY ‘ SheetNo. 4

DOCKET W-01651
Applies 1o all WATER service areas
PART ONE

STATEMENT OF CHARGES
WATER SERVICE

E. Construction Water Serivece

587 x 3447 Meter - $ 27.20
3/4” Meter -0- o 27.20

17 Meter -{}- 69.25

V2 Meter ~0- 138.50

27 Meter -0- 221.60

37 Meter -0 443.20

47 Meter - 692.50

6" Meter -0- 1,385.00

ALL ADDITION USAGE SHALL BE AT THE RATE OF $7.20 PER 1.000
GALLONS. SERVICE SHALL BE THROUGH A COMPANY APPROVED
METER, PROVIDED BY THE CONTRACTOR ATTACHED TO A
COMPANY FIRE HYDRANT. IF THE CONTRACTOR DOES NOT
PROVIDE THE METER. THE COMPANY MAY REQUIRE A REFUNDABLE
ADVANCE FROM THE CONTRACTOR IN THE AMOUNT OF THE COST
OF AN APPROPRIATE METER.

Issued Effective
ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite S-100
Tucson, Arizona 85360

PIO0L40000 84




VAIL WATER COMPANRY Sheet No. 3

DOCRET W-01651

Applies to all WATER service areas

PART ONE

STATEMENT OF CHARGES
WATER SERVICE

F. Fire Sprinkler Service

All meter sizes.”
Il.  TAXES AND ASSESSMENTS

In addition to all other rates and charges authorized herein, the Company
shall collect from its customers all applicable sales, transaction, privilege,

regulatory or other taxes and assessments as may apply now or in the future. per
Rule R14-2-409(DX5).

* The monshly charge sha

I be the higher of £7.00, or 2.0% of the Monthly Minimum.

Tsgued » Effective
ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road. Suite $-100
Tucson, Arizona 85360

Foou-Hobon &1




VAIL WATER COMPANY Sheet No. 6

DOCKET W-01651

Applies to all WATER service areas

PART ONE

STATEMENT OF CHARGES
WATER SERVICE

1. ADDITIONAL CHARGES

AL Establishment of Service per Rule R14-2-403D $ 25.00
{new customer charge, in addition to E, M and N below)

1. If after hours 3 50.00
B.  Re-establishment of Service per Rule R14-2-403D $ Note’
{same customer, same location within 12 months}

1. If after hours $ 50.00°
C. Reconnection of Service per Rule R14-2-403D $ 30.00

1. i after hours $ 35.00

' Monthly Minimunt tisres number of months off systen:.
* Montitly Minimum, times samber of months off system, pius 325.00.

Issued Effective
ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite §-100
Tucson, Arizona 85360

2500200000 84




VAIL WATER COMPANY SheetNo. 7

DOCKET W-01651

Applies to all WATER service arcas

PART ONE

STATEMENT OF CHARGES
WATER SERVICE

D. Charge for moving meter al Customer request per
Rule R14-2-4058 Cost®

E. Minimum Deposit Requirement per Rule R14-2-4038

1. Residential customer (2 times estimated average
monthly bill)
2. Non residentiad custorer (2-1/2 times estimated

maximum monthly bill)

3. Deposit interest 6%
F. Meter test per Rule R14-2-408F $ 3000
G. Meter Reread per Rule R14-2-408C $ 15.00
H. Charge for ISF Check per Rule R14-2-409F $ 25.00

- ¥ Bue Sheet No. 10,

Tusued ‘ Effective
ISSUED BY: :

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite 8-100
Tucson, Arizona 85360

peivintes buik




Sheet No.

Applies to all WATER service areas

PART ONE
STATEMENT OF CHARGES
I Deferred Payment Finance Charge, per month » 1.5%
L Late Payment Charge, Per Month 1.5%" 7
K. Hlegal Hook-up to Company’s Water System Note*
| Transfer Fee $25.00

g rfgaiarh« scheduieé
ext il *mg, the customer will

Effective

ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 Notth Swan Road, Suite $-100
Tucson, Arizona 85360




VAIL WATER COMPANY Sheet No. 4

DOCKET W-01651

Applies 1o all WATER service areas

PART ONE

STATEMENT OF CHARGES
WATER SERVICE

M. Service Line Tariff and Meter Advance Policy,
Refundable per Rule R14-2-405B:

587 x 3/4™ Meter $ 400.00
344 Meter 440.00
1" Meter 500.00
1 1727 Meter 675.00
27 Compound Meter 1.660.00
37 Compound Meter 2,130.00
4" Compound Meter 3,135.00
& Compound Meter 6.190.00
N. Main Extension Tariff, per Rule R14-2-406B Cost’

* See Sheet No. 10

fssued Effective
ISSUEDBRY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite §-100
Tucson, Arizona 85360




ﬁ’. OMPA} _ Sheet No.

DOCKET W-016351

19

Issued

Applies 10 all WATER service areas

PART ONE

STATEMENT OF CHARGES
WATER SERVICE

IV. PERMITTEDCOSTS
A Caosts shall be verified by invoice,

B. For services that are provided by the Company at costs, cost shall include
labor. muaterials, other charges incurred, and overhead not to exceed 10%.
However, prior to any such service being provided, the estimated cost of such
service will be provided by the Company 1o the customer. After review of the
cost estimate, the customer will pay the amount of the estimated cost to the
Company,

. In the event that the actual cost is less than the estimated cost, the
Company will refund the excess to the customer within 30 days after completion
of the provision of the service or after Company’s receipt of invoices, timesheets
or other related documents, whichever is later.

D In the event the actual cost is miore than the estimated cost, the Company
will bill the custorer for the amount due within 30 days after completion of the
provision of the scrvice or after the Company’s receipt of invoices, timesheets or
other refated documents, whichever is later. The amount so billed will be due and
pavable 30 days atter the invoice date. However, if the actual cost is more than
five percent (5%) greater than the total amount paid, the customer will only be
required 1o pay five percent (5%) more than the total amount paid, unless the
Company can demonstrate that the increased costs were beyond its control and
could niot be foresecn at the time the estimate for the total amount pzid was made.

E. At the customer's request, the Company shall make available to the
customer al! invoices, timesheets or related documents that support the cost for

__providing such service.

Effective

ISSUED BY:

Doug Noll, Vice President
WVail Water Company
5780 North Swan Road, Suite 5-100
Tueson, Arizoha 85360

AS0UZ-GH000 84




VAIL WATER COMPANY | SheetNo. 1!

DOCKET W-01631

Applies to all WATER service areas

PART ONE

STATEMENT OF CHARGES
WATER SERVICE

F Permitted costs shall include any State or Federal income taxes that are or
may be payable by the Company as a result of any tariff or contract for water
facilities under which the Customer advances or contributes funds or facilities 10
the Company.

Issued Eftective

ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite 8-100
Tucson, Arizona 83360

L0000 84




VAIL WATER COMPANY Sheet No.

DOCKET W-01651

Applies 1o all WATER service areas

PART TWO

STATEMENT OF TERMS AND CONDITIONS
WATER SERVICE

1. CROSS-CONNECTION CONTROL

A Purpose.

To protect the public water supply in the Company’s water supply in the
Company’s water system from the possibility of contamination caused by
backflow through unprotected cross-connections by requiring the installation and
periedic testing of backilow-prevention assemblies pursuant to the provisions of
the Arizona Adminstrative Code, Title 14, Chapter 2. Section 405.B.6 as adopted
by the Arizona Corporation Commission, and Title 18, Chapter 4, Section 113, as
adopted by the Arizona Department of Environmental Quality, as those
regulations may be revised from time to time.

B. Inspections.

The customers shall cooperate fully with the Company in its efforts to
investigate and deiermine the degree of potential health hazard to the public water
supply which may result from conditions existing on the customer’s premises.

C. Requirements.

In comphiance with the Rules and Regulations of the Arizona Corporation
Commission and the Arizona Department of Environmental Quabity, specifically
AAC R14-2-405.8.6 and A A.C. R18-4-115 relating to backflow prevention:

1. The Company may reguire a customer to pay for and have
installed, maintain, test and repair a backflow-prevention assembly if A.A.C. R18-
4-115.B or C applies.

Effective

ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road. Suite $-100
Tucson, Arizona 83360

TG00, 88

12




VAIL WATER COMPANY Sheet No.

DOCKET W-01651

Applies to all WATER service areas

PART TWO

STATEMENT OF TERMS AND CONDITIONS
WATER SERVICE

2. A backflow-prevention assembly required to be installed by the customer
under this tarift shall comply with the requirements set forth in A A.C. R18-4-
113D and E.

3 The Company shall give any. customer who is required to install and/or
test 2 backflow-prevention assembly written notice of said requirement. If AA.C.
R14-2-410.B.1 a. is not applicable, the customer shall be given thirty (30) days in
which to comply with this notice. If the customer can show good cause as to why
he cannot instal] the device within thirty (30) days, the Company or the Arizona
Corporation Commission Staff may grant additional time for this requirement.

4. Testing shall be in conformance with the requirements of A.AC. R18-4-
115.F. The Company shall not require an unreasonable nurnber of tests.

3. The customer shall provide the Company with records of installation and
testing. For each backflow-prevention assembly, these records shall include:

a. assembly identification number and description;
b. location;

¢. date{s) of tes(s);

d. description of repairs made by tester; and

e. tester’s name and certificate number.

D). Discontinuance of Service.
In accordance with ALA.C. R14-2-407 and 413 and provisions of this

tariff. the Company may lerminate service or deny service to a customer who fails
to install and/or test a backflow-prevention assembly as required by this tariff.

Issued

Effective

ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Roead, Suite 5-100
Tucson, Arizona 85360

FE002-00000.84




VAIL WATER COMPANY SheetNo. M

DOCKET W-01651

Applies to all WATER service areas

PART TWO

STATEMENT OF TERMS AND CONDITIONS
WATER SERVICE

1. fn the evem the backflow-prevention assembly has not been
insialled or fails any test and A A.C. R14-2-410.B.] .a. is applicable, the Company
may termanate service immediately and without notice. The backflow-prevention
assembly shall be installed and repaired by the customer and retested before
service is restored.

2 In the event the backflow-prevention assembly has not been
installed or fails any st and AAC. R14-2-410.B.1.a. is applicable, the
back flow-prevention assembly shall be installed and/or repaired by the customer
and tested within fourteen (14) days of written notice by the Company. Failure to
wwstall or to remedy the deficiency or disfunction of the assembly, or failure to
retest shall be grounds for termination of water utility service in accordance with
AAC RI4-2-410,

Issued Effective

ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite §-100
Tucson, Arizona 83360

2F007-H0004 B3




VAIL WATER COMPANY SheetNo. ¥

DOCKET W-01631

Applies to all WATER service areas

PART TWO

STATEMENT OF TERMS AND CONDITIONS
WATER SERVICE

1. FIRE HYDRANT AND INTERIOR FIRE SPRINKLER SERVICE

The Company will provide Fire Protection Service under the following
conditions:

A. Facility Specifications

The size, location, number, and technical specifications of facilities used
to provide Fire Protection Service shall be prescribed by the Fire Protection
Service Customer, developer, or any authorized agency having jurisdiction over
those factlities, so long as:

{1} Those facilities do not adversely affect the Company’s ability to
provide other service. and

{2} The maximum diameter of the fire protection service connection is not
larger than the diameter of the main to which the service is connected.
and

{3} In the case of a fire hydrant, that the facilities are located in the public
right-oi-way. and

{#) In the :ase of a fire sprinkler system, that the sprinkler system is
separate from the other service facilities, unless the Company has
specifically approved an integrated system and Company-approved
check valves are installed.

Issued - Effective
ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite 8-100
Tucson, Arizona 85360

A5062-60000.84




VAIL WATER COMPANY Sheet No. i6

DOCKET W-01651

Apphies to all WATER service areas
PART TWO

STATEMENT OF TERMS AND CONDITIONS

WATER SERYICE
B. Construction Specifications: Ownership of Facilities; Relocation

Fire hvdranis, and all valves, pipes, fittings and appurtenances related to
the hydrant shall be installed to the Company’s construction spegifications under
non-refundable Contributions in Aid of Construction, paid by the Developer or
Fure Protection Service Customer. and shall become the property of the Company.

Fire sprmkler systems up to a mutually-agreed upon point of
terconnection shall be instatled 1o the Company’s construction specifications
under non-refundable Contributions in Aid of Construction, paid by the Developer
or Fire Protecuon Service Customer, and shall become the property of the
Company. The instailation, maintenance and operation of fire sprinkler systems
within the Customer’s facility, and bevond the point of interconnection, shall be
the responsibility of the Customer.

Relocatior costs of any Company-owned fire protection facilities shall be
paid by the Custoner or the party requesting relocation. Relocation costs include
costs neurred due to moving facilities 1o accommodate reconstruction, widening,
realignment. or grude changes to allevs, streets, roads. or highways.

Issued Effective

ISSUED BY:

Doug Noll, Vice President
Vail Water Company
5780 North Swan Road, Suite $-100
Tucson, Artzona 85360

TA002HL00 B4




WATER COMPANY Sheet No.

DOCKET W-01651
Applies to all WATER. service areas
PART T WO

STATEMENT OF TERMS AND CONDITIONS
WATER SERVICE

UL INTERRUPTIBLE SERVICE; COMPANY’S LiABlLiTY
LIMITATIONS

A. The Company will exerpise reasonable diligence to provide continuous
water service 1o customers that may be used for fire protection purposes. Fire
protection use is -cenémoned upm‘x the expre@s understandmgz, thdt TH}:

THE\ P’ »SENCE OF A)EQUA "‘E PRESSURE VOLUME OR T IRE FLOW
AVAILABLE ANYWHERE ON ITS WATER SYSTEM BY OFFERING FIRE
PROTETION SERVICE AS SPECIFIED HSRETN

‘B.  Fire protection: usage is further conditioned on the Customer agreeing TO
HOLD HARMLESS AND INDEMNIFY THE COMPANY from and against any
. and all lability, loss, damage or expense the Company may incur as a result of
claims, demands. costs or ;;zcigmem against the Company including, but not
limnited to, loss of or damage to property or injury or to death of persons, arising,
direetly or indirectly, vut-of the Cﬁmpan} s providing of water service. or any
‘activities or ‘operatons related thereto, or any breach by the Customer of the
terms, covenams or conditions of this Tariff Schedule. The Company shall be
entitled 1o recover its reasonable attorneys’ fees should the Customer fail to
mmpiv with this provision. This pmwsmn applies to, and regardless of, any
negligence or alléged negligence on ih:* part of the Cnmpany its employees,
servants or.agents.

Effective

17

ISSUED BY:

Doug Noll, Vice President
‘Vail Water Cotnpany
5780 North Swan Road, Suite 8-100
Tucson, Arizona 85360




Sheet No. 13 -

Applies to all WATER service areas

PART TWO

STATEMENT OF TERMS AND CONDITIONS
WATER SERVICE

IV, RULES AND REGULATIONS

The Company has adopted the Rules and Regulations established by the
Commission as the basis for its operating procedures. A A.C. R14-2-401 through N
AAC. R14-2-411 will be controlling of Company procedures, unless specific
Commission Order(s) provide otherwise.

Effective

fssued

ISSUED BY:
Doug Noll, Vice President
Vail Water Company
5780 North Swan Road; Suite 5-100
Tucson, Arizona 83360

S00% L0000 84




Ronald 1.. Kozoman

Certified Public Accountant
1605 W Mulberry Drive
Phoenix, AZ B5015

(802) 274-7325 FAX (802) 274-7374
AC.C. - DOCKET CONTROL
Toll Fre 888-293-7503 RECEIVED
JUi 161999

DOCUMENTS ARE SUBJECT 10

REVIEW BEFDRE 4
AS A DOCKETED iTg;EWM cE

“July 16, 1999 ¢

Ms. Connie Northrop

* Duocket Control Division

- Arizona Corporation Commission
1200 W. Washington

~Phoenix, AZ &5(}{}!

i’ Re: - Vail Water Cempany, Dockei Number W-01631A-99- 0@
% Mmmg Scmdula for Rate Fxhnv '

‘Dear ’\ia Northmg

3 Emciased along with mxs letter is Schedule B-5 for the rate ﬁhng of Vail Water Company
¢ Docket ?‘Emnber h «ﬁEéIA»99~ . Ms. Sonn Ablbrecht of Utilities Division, has
mfermed me that the abovu Scheduie was fiot included in the filing.

1 apdlagixe“for the inconvenience.

Sincerely,

T s
[ 5led o

Ronald L. Kozoman, C};A

: Enclasures. Original and Docket Cover Sheet and ten (o co_pws of Schedule B-5
Copies with enclosures:

- M. Rachard; Sallquist, Sallquist and Drummond, Attomey for Vail Water Company
As. Sonn Ahlbrecht, Utilities Division

M. Kip Volpe, Vail Water Company




epay en‘tsa(i.zébiiit}y Insurance)

Total Working Capital Allowance

JPPORTING SCHEDULES:
el

I

SCHEDULE B-5
PAGE 1
WITNESS: Kozoman
A.C.C.-DOCKET CONTROL
$36,814 RECEIVED
1,804 Jut. 161939
SUMENTS ARE SUBJECT TO
2 REVIEW BEFORE ACCEPTANGE
43,13 AS A DOCKETED ITER.
2313 -

RECAP SCHEDULES:
(b) B-1




