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WITNESS. Kozoman 

Line 
Mo. - Original 

COS% 

7 Adjusted Rake Base $1,046,978 

j$t77,279) 
4 

-36.93% 

$121,555 

2T.61% 

$298,834 

$318,357 

Present Proposed 
&& e 
311,?52 593,931 
23,344 44,848 
2.97f 7,244 
9,700 4182 
590 2,828 
0 a3 
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92% S0.22% 
92% 6 75% 

144% 'l 39% 
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Vail Water Company 
Test Ysar Ended December 32, 1998 

Computation of IncreBse rn Gross Revenue Requirements 
As Adjusted 

EXHBIT 
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WITNESS kxoman 

SCHEDULE Ea-? 

Original 
cos4 

Adjusted Rata Base $1,046,978 

Acipted Operating Inconw ($177,279) 

Current Rate of Return -16 93% 

Reqwed Opemting income 
j t ~ n s  1 x Line 9) 
Required Ratle of Return 

$1 21,555 

t?.620/n 

Grass Revenue Conversion Factor ‘I 

increase in Gmss Revewe ~ e ~ ~ t r e ~ e ~ ~  
LgJhtch includes Proper y Taxes at 
oroposec rates of 19,524 

$318,357 

Present 
&&. 

31 1 , J S  
23 344 
2,971 
1,700 
590 

a 

Proposed Doliar 
@& Chanqg 

598,931 257,179 
44,848 21,505 

7,244 4,273 
4,852 3,363 
2,828 2,238 

C 0 

Percent 
ChaRQE? 

92% 
92% 
144% 
186% 
379% 
0% 

[a) SUPPORTING SCHEDULE B-1 ic, SUPPORT1NG SCHEDULE G-2 
fb] SUPPORTING SCHEDULE C-l 
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Prior 
Year 

2,929 $0 $71 1 $71 I $71 1 

125 7340 2625.62 76.869 76,82 1 

($253,379) ($253,379) 

($2.27) ($3 37) 

0 

0 

-4  1 .J2% 

-3.31% 

7 533 .OG% 

-502.117% 

(54.33) 
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V a i l  Wahx Ccnspariy 
AGjustment to P.ever,uea and/or Expense 

Test Year Ended December 31, 1948 
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WI FA 

20 
240 

S.blOG$ 
0.49417% 

141 .?-to796 
5.77 3.15 

46,995 . . .. . .. *. . .. . . . . . . . . . . . . ._. . . ..... " .................>.I.. 

103,88G 
76.934 

. . . . . . . . .. .. . . .. . .. .. . . . . . .. .... * .......... ..... .... ' .... 
-̂ I* nv.:-?.. 



RECAP SCHEDULES: 
A- 1 



ErntBI-r 
SCHEDULE 0-1 
PAGE 1 
WITNESS Kazoman 

f6!3-?% ....... s.l.r?!,. 
I t .?6X .................... . ,' ._ -.,. '_,./ ,. 

w 
25.2t% 

.. ?ik45% 
S.iSE% 
- ......... 

&& 
241.41 I 

- cost 
1025% 2502% 

699% 6422% 
,, 581% . "20~9h 

45 
1 

2 %  81% 
(5 M% 
4 93% 

.......... 
'itdl46 
3.42% 
8.19% 

....................... 



Percent 
~~ QL2B-&ai 

Luw-Terrn Debt $0 0.009'0 tong-Term Debt 

Debt Senicer and tnterest Coverage at Present and Proposed Rates: 

Percent 
?6niQ!at - 

$0 C.0096 
$0 0.00% 
$0 0.00%- 

tnterest Actual Adjusted Proposed 
E x l D e n s e e a -  Eaki 

($342,644) ($177,279) $121,555 
0 

Operating Inmme 
Depreaation 
~~~2~~~~~ of Prepaid Water Rights 
Avvadabie for Debt Service 

(3142.644) ($177,279) $321,555 
54.057 70,8'?8 70,878 

3,694 
($88.588) ($1 06,400) $196.127 

- 

0 0 0 
69,338 
34,542 
13,870 

3.790 3,790 3.79%) 
36,883 16,883 36,655 
20,673 20,673 15B,lf34 

I .24 
__*- 

14.29) (5.1 5) -- ' -., 
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Vaii Watar Company 
Test Year Ended December 31. 1998 

Inlwest Caverage aid DeM Service Computations 
wth Pmgxmd Debt at Proposed Rates 

Exhibit 
Schedule D4-ICIDS 
Page 1 
Witness: Kozoman 

Interest 
Coveraoe 

Debt 
Service 

16121.555 
76.81 1 

1.58 

$121,555 

3.6W 
70,878 

$196,127 

103.852 
3.790 

DeM Service (Interest am Prinapai Payments) 

etpayment of Advances tn Aid of Constructton 
r and Servtce L i e  Refunds 

on 1997 revenues ) increased in ratio of 
7 Revenues = 16.883 x 

Pmposed Revenues I tW7 Revenues 
~~~~~~ hb) 2.1 7 1096 36,655 

Funding of Reserve Account 13.870 
lob i  Oebt Sarvic 8 158,167 

Rat# of Propasad Reverrws to 1997 Reweenues 

MmWneous Rerenues $658,713 

WsceHaneous Revenues $207.724 

Pmposrrd Revenut.s Wilma? 

lr %I? Rsvenuos W.’ noul ---I--- = 2.171096 
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Test Prior Briar 
Year Ended year Ended Year Ended 

12131198 42/31/97 ?a31196 

$633,685 $28,270 $30,838 
147,644 0 0 
29,171 22,253 17,045 
73,882 73,1182 4,!,885 

$2,069,497 $I ,287,155 $? ,233,683 
0 '  0 0 

$67,580 $71,906 $50,303 
0 90,000 0 

48,717 33,735 27,888 
t 70 7,284 0 

0 6,966 Q 

0 a 0 

tal CIAC funds, which trave not be 





4 S t r u c t  rovement s 

Plant 
Balance 

at 
mr/u7 

$3,500 
61,770 
40,652 
129,575 

D 
118,072 
913,454 
15,376 
81,410 

3,149 
32,900 

Plant 
Additions, 
Re c f a 5 s - 

i c a t i - ~ n s  ox 

Retirements 
O K  

105,084 
153,717 

492,3?5 

24,276 

Exhibit  
Schedule E-5 
Page 1 
Witness : Mbzornan 

Plant 
Ea3 ancrt 

at: 

$3,50-0 
61,770 

145,756 
289,392 

Il3,075 
I, 405, €29 

15, J 7 E  
103,685 

0 

( 1 4 9 '  395 

Cd1P ~ K C I X ~ I  'I 2/31/96 Included fn Decision 61110 

t 143,355 5 

Total  



lest Pn'ar Prior 

503 537 444 

$L239,54 $1388.82 $416.23 

$0.683 $0.578 $0.605 
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To the Board OF Directors and Sharehotders 
Vaif Water corrlpany 

ements were prepared on tits basis of 
oses, which is a comprehensive 
accounting principles. 

3 



!ti wurk Note 4 )  7 8 , 8 9 2  

Total u t i l i t y  plant. 2,258,241 

Less rrwttla t ed depr ec ia t ion I 7 8 6 , 7 1 8 t  

Net U t i X i l t J f  plant 

tware, net of accmulated amortization 
f $2*3?7 and $1,393 

eXpe11se. net 0 2  accuxnulated 
ation of $ 2 , 6 0 5  

57 3 I, 557 

2 8 , 6 5 8  

acquisikian fee 3,501) 3 d 500 

62 + 851 
23,903 
23,381. 

715,480 

147,644 

tal asseta s 1.768.3.33 

See the notes to the 



3.998 

$ 6314,099 

516,085 
1,394,2723 

t 40,08S> kl, 322 - 

57,730 71,954 

9,3114 6,966 

P50,UOO 
14,612 

241,446 179,000 

2 3 , 6 5 5  

842,866 

34,1-05 

1,532,670 842,866 

3,808,221 3,045,522 ---- 



VAIX WATER COMPANY 
STATgEGIIENTS OF REVENUE, EXPENSES AND ACCUMUZATED DEFICIT - 

XNCOME TAX BASIS 
For the Years Wded December 31. 1998 and 1997 

Operating revenue 

--- 1993 

$ 260,718 

'997 -_ 

$ 209,385 

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

122,085 
119,506 
53 , 512 

39,634 
14,841 

6,974 
5 ,934 

37,728 

100,547 
99,077 
38,220 
35,106 
31,997 
13,997 
7,230 
3 ,293  

Total operating expenses 400,214 
_I_-.. . 

Net operating loss before 
interest income and (expense) ( 139,496) 

Interest income 
'Interest expense 

7 If 
2,625) 

Met 1 DSS 141,410) 

Accumulated deficit, beginning of year ( 1,052,862) 
-_I_ 

Accumulated deficit, end of year 

See the notes to the financial statements. 

6 

334,467 

( 125,082) 

7,3410) 

t 132,432) 

( 920,440) 

$ (  1,052,8623 



VAIL WATER COMPANY 
NOTES TO FINAPJCIAL STATEMENTS 
Deoember 31, $998 and 1997 

Note 1 - Oruanization 2nd Nature of Ooerations 

Vail Water Company, fomerfy known as Del Lago Water Company, was formed on 
dune 10,1959 as a corporation under the laws of the State of Arizona. The Company 
is enpged in the regulated utility business of public water supply. The Company is 
regulated by several 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 1.1398. 

The Company provides groundwater to approximatety 637 customers in Vail, Arizona. 
As a consequence of utilizing groundwater, the Company is subject tu various water 
conservation requirements authorized pursuant to Title 45, Chapter 2, Article 9 of the 
Arlrona 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 consewation District and the United 
States of America for the purchase of up to 786 acre feet per annum of Central Arizona 
Project water. 

No singk customer accounted for more than 5% of the Company's sales. The 
Company owns two wells, both provide water to customers. 

Note 2 - @mificant Accountinn Policies 

a) Basis of Accounting 

The financial statements have been prepared on the basis of 
accountrng that the Company uses to file its income tax return. The 
basis diifers from generally accepted accounting prim .ipies (GAAP) in 
the fotlo &ng ways: 

The tax basis of accounting requires that contribur ions in aid of 
construction (whether or not made by the utility's shareholders) 
received after June 22,1996 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 malting 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. 



W e  2 - SinFiant Accountins Policies (Continued) 

a) Basis of Aecsunting {Continued) 

For GMP, a regulated entity should capitalize costs if it is probable 
that future mvenue wit1 b@ provided to rwx?var the et%& and record 
a riabit@ For revenwit mt provides recovery of expected future 
costs. Under GAA?, revenue recorded as a Iirb-Nlty should be 
recognized in income as reiaterc cos& are incurred. 

?he tax  basis of accounting expenses certain casts when paid 
under the economk performance rub .  OAAP accounting requires 
the mcsgnition of ex~naoes as incurred. 

* 

9 The t a x  basis of accounting uses the direct wae-off method for bad 
debts while GAAP uses the tesewe m&hod. 

Pfant and Equipment 

Ptant and equipment are stated at cast and depreciatgd wing the 
s&aight-iine artd accelerated methods as alto& by t#e Internal 
'Revenue Code Over the various lives of the applicable assets (Note 3). 

Income Taxes 

The stockhptdew of the Company bave elacted to have the corporation 
taxed under the provisions of StrBchapter S of the krternai Revenue 
Code. Ac?cardiag)y, the net earnings OT losses of the carparation wilt be 
reported on the income tax returns of t h  indkidaal stockholders. 

Advances and Contributtorxs in Aid of Construction 

Outside patties, genwaily cusbmers and d&v&ape\rs, make payments 
to the Cumpany to fund certain esrpit;al expenditures to provide water to 
new cusfomers. AmowW reoeiwed are recorded as IiabBties, generatty 
as new customers begin to r w e b  service. Nknrt of the atnoun& are 



Mope 2 - Sinnificant Ac;cawntina Policies (Continued) 

Advances and Contributions in Aid of Construction (Continued) 

refmtkbllle for limited periods of times. After the Company has paid all 
requited =funds, the remaining btances are recorded as contributions 
in aid of cm&ucticm. ~~~~~b~ amounts received by the 
Company llce recorded as eontrlbutbas in aid of constntdion, as 
discussed undet a) above. 

Conamtiation of Credit Risk ' 

In the norma) come 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 
disclwres. Actwl  resub could differ from those estimates. 

R eclassifieations 

Cmtain ~ompamtive amounts for 19%' have been rectziasffied from prior 
ptemntatitm fQr comparative putposes. Such rwlaasifiations have no 
effptct on tRe statements of asam, capitalirafiun and tiabiiities or the 
statements of revenue, expenses and accumula$ed deficit. 

Note 3 - Plant .and Eq$r&ynent 

Plarrt and tiquipmmt at December 31,1998 and 1997 consist of: 

Transmission and distribution mains 1,@5,830 
Wet& and springs 145,736 
Pumping equipment 289,392 
DiWbutian menroins and 118,0?2 
standpipes 
Structures and improvements 61,770 
mtem 105,685 

49,365 Other equipment and Furniture - --- .- 

$ 2.175.858 

91 3.454 
9 33.1 97 
129,675 
I 1  8,072 

61,970 
81,410 
48,474 -_ -. . 

$ 1,486,052 



aexJweciatMn experrse charged to operations was $49,924 and $37,237 in I998 and 
13s?, resp4?&vely. 

Tke useful lbes of plant and equipment for purposes of computing depreciation are: 

Utitity ptant 
Furniture and fixtures 7 years 
Equipment 5 - 7 yeas 

20 - 25 years 

hhte 4 - Construction Wwk in Ptonress 

Constructson \1160& in prugress consists of water rnekrs, transmission and 
dia;lcilbut;im reswvoirs. The balance of construction work in progress at December 31. 
W398 and 3mT was 578,891 and $222,548, respectively. Construction work in progress 
is %Wed by advances for construction. 

PtepclSd expenses at December 31,1993 and 1997 consist of: 

Water rights paid to the Central 
Arizona Project $ 18,864 $ 18,864 

Liability insurance 4,517 6,093 - t ,000 Other 

23,381 $ 25,9517 

.-.-. -_-- -. . . - - - - 

- $ 

No&! 6 - Cash Held as Noncurrent Asset 

Tfw Cornparty plans to improve uti#@ plant facilitiis (Moks9 and 11 1. Cash in the 
a m m t  of 8 347,644, which ha9 been set aside for that purpose, has been invested in 
m m y  market funds. 

10 



VAIL WAtER COMPANY 
NOES TO FINANCIAL STATEMENTS 
December 31, A398 and 199f 

Note 7 - Customer Dewsits 

Customers ate required to make meter, service line, and guarantee deposits when 
service is initiated. Meter and setvice 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. 
Custcmet deposits at December 31,1998 and 1997 were: 

__I 1 998 1997 

Meter 
Sewice line 
Guarantee 

$ 22,000 $ 12,285 
15,895 13,950 
10,822 7,500 ----- --_I. - -.. 

48,747 $ 33,735 
__rr 

6 

The scheduled deposit refunds as of December 31,1998 for each of the next five years 
and in tSre aggregate are a5 follows: 

At December 31.1998 

1999 
2000 
2001 
2002 

Subsequent years 
zoo3 

Annual Refund 
~ _._ 

$ 

. . -  

14.61 2 
3.790 
3,790 
3,790 
3.790 

58 945 

48.717 
1____- --- $ 

Mote 8 - Line Extension Aareemes  

Custbmers 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 ?5  to 20 years based upon 35% 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. 

/.. - . . . ., . - . .. _: 



VAIL WATER COMPANY 
MOT€$ TO FINANCIAL STAEMENTS 
Dttciernbc 31,19949 and 1997 

Mote 8 - Line Extension Agmements (Continued) 

The Campany antwed into a line extension agreement on January 9,1998 totaling 
$U3,- with Vail Vatley Joint Venture, a partnership controlled by certain 
S~rehuhbni. 

OR Janwry 14, I N 8  fhe Arizona Ccrrpotation Commission approved an off-site 
faci#t&m hok-up fee &tW apiplkabie to the certified area south of the railroad tracks. 
c have a&tanced funds to the company for hook-up fees at December 31, 
39811 in the anaount of $5,eaO. The fee is a non-mfundable charge assessed to new 
ceamdkms requirjng a main extension. The hook-up fee will be included in the 
canrpwry's rate base for rate making purposes. 

Note I O  - SrtbsWon Advance 

On Way 22, IWM, The Arizona Corporation approved a Settlement and Water Service 

tateS that M & S Properties, LLC contribute SS0,OOQ toward 
conrptntctiin of a nawm'ansmfssion main and booster 

I=, U C  owners received the right to request, at no additional 
cmi& ttca c o m t ~ i o n  of "tap-iins" alung ole new transmission main to provide water 
servka to $,heir respearve properkiss. The 530,000 advance will be included in the , 
campany's ratrz &me for rate making purpcses. I t 

nt b rescsh the dispute between Vall Water Company amb M & S Properties, 

N#%e 11 - Annexation Partieimtiun Acrreemenf 

On December 31,7998 V'3it Water Company entered into an agreement with the VaW 
WaWr Anolexlltian Group. me Vail Water Annexation Croup is a group of property 
wmws seelting ttre Annexation discussed in Mote 16. As a condiiltion precedent for 
V&l Waaer Cwapany to appr)r to the Arizona Corporation Commission (ACC) fur the 
annexatkm, t b  Vail Water Annexation Group stmil pay B *tat of $175,000 to the 
cmplpny for elsFtt8i.n faciWes Improvemerrfs. If the annexatiin is eat approved by the 
ACC, thacse m e n &  Wt be reflcmded to the owners cw&ibcRJng. If tfw ACC 
aiaptavrw %he mnexation, the payments will become non-refu-ia&&-@vanws in aid 
et cmstwctim. As a furfher ~ ~ r r d i t i ~ n  pwedem for Val1 Water Company to apply to 
the at% for the annexation, the Vaif Water Annexation Gmup will pay the company 
$26,oM, far estknale$ bgal and consulting costs aswiated with the annexation 
a@pllication. A!# application cost ConWbutions wit! be nan-refundable. 

At December 31,1998, annexation particippation advances amounted to $941,893. 

I,' 



VAK WATER COMPANY 
NOTES TO FWAMCIAL STATEMENTS 
December 31,1993 and 1997 

Note 12 - Lease 
The Company leases office facilities from Vail Valley Joint Venture, a partnership 
conttocaed by certain of the company's sharehoiders. The lease commenced August 
1,1938 and expires August 1,1999. Rent expense in $938 and 1997 was $6,500 and 
$2,500. respectively Annual rental commitments under the lease agreement follows: 

Period Annual Rental 

Note t 3 - Notes PaygbLg to Shareholders 

Notes payabk to shareholders at December 31,1998 and $997 were as follows: 

- 1998 - 1997 

Unsecured notes; payable upon demand; if no 
demand, on April 28,1999. Interest accrues at 
an mnwl rate of 30.25%. $ 100,000 s 

Unsecured notes; payaibk? upon demand; if no 
demand, on August 24,1999. interest accrues 
at an annu21 rate of 10,25O/a. 

Unsecured notes: payable upon demand; if no 
demand. on January 20,1998. Interest accrues 
at an annual rate of 10.25% 

50,000 

- .  40,000 

Unsecured notes; paya b k  upon demand; if no 
demand, on May 8,1948. Interest accmes at an 
annual rate of 10.25% ~ 50,000 I_ 

90,000 

- -_ - - - - - . 

---____.f__c__ - ToW notes payable to shareholders $ 150,000 $ 

On August 28,1998, #e Arizona Corporation Commission denied the Company's 
mqws? to convert $9O,rroO in short-term nates into long-term notes. Accordingly, at 
December 31,1998, $ ~ . o o O  was reclassified from notes payable to shareholders to 
capitat in excess of stated value and $6,966 sharehokier note lnterest accrued at 
Oecember 31,1997 was reversed. 



S b b W  note interest expense far the yea- ended Recember 31,1398 and 1897 
wi16 $2,339 arid $$,966* m~~veiy. Accrued interest at December 31, IS98 and 1997 
wkli& $9,3011 and $6,966, mspectively. 

No$? 14 - Stock Transfer Restrictions 

The sharehoiders have entered into iil Shareholders' Agreement (Agreement) which 
es&Mshes eMain tramfw restrictlorss on the stock of the Company as foiiows: 

= Shrehalders may tnmgfer their shares to or for the benefit of an immediate 
family member subject to certain restrictions of the Agreement. 

= SRareholders may tmsfer all Or any number of shares to one or more 
members d the skmholder group. 

0 The A @ m m m t  provides certain stock transfer restrictions in !he event that a 
shaFeheIUer Sh& dw, became pemranenw disabled or become subject to 
another event defined as an inwduntaty Lifethe Transfer in the Agreement. 

During 
among thrree members of tht, sharehalder qraup. 

year ended 9ecmber 31,193;8,319.046 shares of stock were transferred 

accrued expenses. 

14 









using the methad used by the &E 



S ~ M u l e  H-? 

..... 1 - ........ ~.. .......... IS? 



$598,339 $25;287,17@ 

$4,862 $3,163 1 

584.67 $40.68 

$154.12 $90.92 1 

$405.20 $263.58 

$7,413.80 $l.l”r.80 



Vaif Water Cmpany 
Test Year Ended O%ember 31.2498 

Water Sates by MDnth 

e Exhibit 
Schsdioie H-2 
Psga 2 
Witness: Uazaman 



Exhibt 

Page 1 
Witness, Kozoman 

Vail Water Company Schedule H-3 
Changes in Representative Rate Schedules 

Test Year Ended December 31,1998 

bne Customer Classification Present Proposed 
._-- No. .-_ $ndWt er Sue - Rates - Rates 

1 Monthly Usage Charge for. 
2 Residential. Commercial. Industrial, Construction. Aariculturai. StandoiDe - 
3 5 1 % ~  3141nch $14.40 
4 314Inch $14.40 
5 1 lnch $1 9.00 
6 1112inch $25.00 
7 2lnch $46.00 
8 3lnch $67.50 
9 4lnch $1 00.00 
10 6 inch $280.00 
11 Sprinkler Rate 
12 
13 
I 4  
15 (a) Higher of $7.00 p e r  month or 2.00% of monthly minimum. 
16 
17 
18 Gallons included in Monthly Usage Charge 
19 5?8 x 314 inch Meters 0 
20 314 Inch Meters 0 
21 1 Inch 0 
22 1112lnch 0 
23 2lnch 0 
24 3inch 0 
25 4lnch 0 
26 6lnch 0 
27 
28 
29 CommodRy Rates: 
30 All Customers 

$27:70 
$27.70 
$69.25 

St 38.50 
$22 1.60 
$443.20 
$692.50 

$1,385.00 
(a) 

31 Charge per 1 .OOO Gallons in excess of gallons included in Monthly 

Percent 
Chancre 

92.36% 
92.36% 

264.47% 
454.00% 
381.74% 
556.59% 
592.50% 
394.64% 

0 0.00% 
0 0.00% 

0 0.00% 
0 0.00% 
0 0.00% 
0 o.ooc/c 
0 0.00% 

0 0.00% 

- 
32 UsaGCharge $3.75 
33 
34 
35 
36 Service Line and Meter installation Charges: 
37 Present 
38 #eterSixe - Rates 
39 516 x 3 4  Inch $400.00 
40 314 Inch $440.00 
41 1 Inch $soo.oo 
42 1112incb $675.00 
43 2 Inch - Compound $1,660.00 
44 3lnch -Compound $2,150.00 
45 4 Inch - Compound $3.135.00 
46 6 Inch - Compound $6,190.00 
47 
48 Main extension tariff Cost 
49 
50 NIA Mot Applicable, No Current Tariff 
51 

$7.20 

PIoposed 
Rates tal 

$400.00 
$440.00 
5500.00 
$675.00 

S1,660.00 
$2,150.00 
S3.135.00 
$6.190.00 

cost 

92 .OO% 

. _..' . 1^, ...- I . .._ .. ~ ....... i. u .... . . . * *  



Ebibil 
Schedule ti-3 

Witness: Kozomen 
Page 2 

Proposed 

$25.00 
$50.00 
$30.00 
$35.00 
$30.00 
fa, 
la) 
6% 

fb) 
fW 
$25.00 

1.5% 
$1 5.00 

cost 
1.5% 
(d) 

$25.00 



PRESENT PROPOSED 00LffiR PERCENT 
II BiLL 
514 4t0 
18 15 
21 80 
25 65 
29 40 
53 15 
36 90 
40 65 
44 40 
48 15 
51 90 
558.65 
591 40 
83 15 
B@ 90 
70.65 
7-41 40 
751 15 
811 90 
85 55 
83 40 
9:: 15 
96 90 

100 65 
104.40 
108.15 
1%1.90 
i f 5  65 
?.a@ 40 
?23 15 
126.90 
130.65 
134 4Q 
138 15 
14t.90 
145 65 
149 40 
153 1.5 
156 90 
160 65 
164.40 
168 t 5  
1??.90 
175 65 
179 40 
183 15 
d 86.Ni 
lS0.65 
194 40 

5327 70 
34.90 
42.10 
49.30 
56.50 
53 70 
70.90 
78 70 
85.30 
92.50 
39.70 

306.90 
114 10 
121 30 
128 50 
135.70 
142 90 
150 20 
157 50 
164 50 
271.70 
178 90 
486 IC 
193 30 
200 50 
207 70 
214.80 
222 10 
229 30 
236.50 
243.70 
2 '550.90 
: 58.10 
;'e5 30 
i72.50 
279.10 
206.QD 
294.TO 
301 30 
JUB 511 
315 70 
322 90 
330.961 
337 30 
34%. 50 
351 JC 
358.90 
366 to 
373 30 

70 90 

84 87 

$13.30 
96.75 
20.20 
23.85 
27 'io 
30 55 
34 00 
37.45 
40 90 
44.35 
47 so 
51 25 
54.70 
58.15 
61 60 
85.05 
88.50 
7f 95 
75.40 
78 85 
82 30 

89 20 
92.65 
96 10 
99.55 

103.00 
1t33.45 
zc9.90 
tIJ.35 
l ? 6  80 
120.25 
123 70 
127.15 
130.60 
134.05 
937.50 
l40 95 
144.40 
147 85 
151 30 
254 75 
158 20 
561.65 
165.10 
168 55 
172 00 
I75 45 
178 90 

34 00 

40.69 

a5 75 

92 36Yu 
92.29% 
92.24% 
92.20% 
92 18% 
92 16% 
92.14% 
92.13% 
92 12% 
92 17% 
92 10% 
92.09% 
%'a$% 
92.08% 
92 08% 
82.07% 
92.07% 
92.11?% 
92.06% 
92 06% 
92.06% 

92.115% 

92 05% 
92.05% 
Q2.05% 
92.04% 
92 R4% 
92.04% 
92.04% 
92.04% 
92.04% 
82.04% 
92.04% 
92.04% 
92 03% 
92 03% 
92 03% 
92 03% 
92.03% 
92.03% 
92.03% 
92.03% 
92.03% 
92.03% 
92.03% 
@2.03% 
92.03% 

32 14% 

oa.l2% 

92. myo 

92 05% 

$14 40 
0 

$3 75 

$27 70 
0 

$7 20 



GALLONS 

0 
1,000 
2,000 
3,000 
4,bW 
5,000 
6,000 
7,600 
$,om 
S*c180 
1 c).oQo 
1 1,000 
12,000 
13,oBo 
14,000 
3 5,mo 
46,M10 
17.000 
18,0013 
19,OOO 
20,000 
21.000 
22.000 
23,OGO 
24,030 
25,0130 
26,000 

-r_ 

PRESENT PROPOSED OOQLAR PERCENT 
us 
$1 9.00 
22.75 
243.50 
30.25 
34.00 
37 75 
41 .50 
45.25 
49.W 
52.75 
Si6.56 
60.25 
64.00 
Ei7 75 

7'5.25 
i'9.00 
82.75 
96.50 
90.25 
94.00 
97.75 

101.50 
105.25 
$09 00 
112.75 
116.50 

ri .so 

MBdtan Usage 

A~erage. Usage 
1 f ,001) 60.25 

l"nT83 63.20 

69.25 
76.45 
8365 
90.85 
38.05 
105.25 
1 12.45 
1 19.65 
126.85 
134.05 
141.25 
"148.45 
155.65 
162.95 
170.05 
ji"7.25 
184.45 
19t .65 
? 98.85 
206.05 
213.25 
.220.45 
227.65 
234,85 
242.05 
249.25 
.!%.45 

'48.45 

154.12 

950.25 
53 TO 
57.15 
60.60 
64.05 
87 so 
73.95 
74.40 
77.85 

€14.75 
88.20 
$1.65 
95. 1 0 
98.55 
I a2.00 
105.45 
208.90 
112.35 
1 t 5.80 
119.25 
122.70 
126.15 
f 29.60 
133.05 
136.50 
139.95 

a i  3 0  

88.20 

90.92 

264.47% 
236.04% 
21 5.66% 
20f.l. 33% 
188.38% 
178.81% 
170 96% 
164.42'% 
158.88% 
154.12% 
150.00% 
.146.39% 
443.20% 
24(3.37% 
137.83% 
135.55% 
133.4896 
131.60% 
423.88410 
128.31 % 
126.86% 
125.52% 
124.29*/c 
t23.'14% 
122.06% 
121 .OS% 
120.'13% 

146.39% 

113.8596 

$39.00 
0 

SXf5 

$69.25 
Q 

$7.20 



549.13 410.60 I 270.48 ti31 37% 

J 



1,417.40 t ,I 20.53 377’A4% 

2195.00 1 .rlS3.OQ f ,f 18.80 379.25% 



7 , w  
7 ,a? 
7,038 
7.m 
7.040 
7 .a41 
7.042 
7,043 
7,844 
7.045 
7.046 
7.047 
3.048 
7.069 
?$r59 
7.052 
7.051 
7,052 
7.053 



59 69 55 58 50 44 40 56 $9 56 78 8EL 723 2 
54 68 60 46 39 48 49 57 54 56 SS 76 666 3 
57 52 60 52 58 39 35 42 43 46 M) 76 630 3 
33 46 40 39 44 49 37 44 48 42 56 50 533 4 
47 47 24 44 34 26 28 29 37 35 41 35 419 4 
18 23 58 32 99 28 35 32 32 33 39 31 ?&# 5 
if3 27 16 25 30 22 32 27 25 3Q 2% 20 296 5 
16 11 13 18 28 16 25 20 24 23 18 13 223 5 
IO 10 2 26 20 f6 i-2 17 I S  20 13 23 m 5 
f l  6 10 13 $6 12 $4 B 3 21 6 J 12% 6 
11 10 3 32 10 22 19 9 10 $ 2  16 3 137 6 

? 3 I B 3 8 1 1  2 1 0  7 4 2 6 2 6  
1 5  4 9 1 2  7 7 

3 1 1 4 5 7 8 5 2  7 2 3 4s s.s6r3 
2 2 1 7  7 8 $3 3 2 2 4 1 St 6.791 

1 6 6 7 5  t 32 6.143 
1 1 2 5 9 4 5 1  

3 2 1 6 8 1 2  
$ 4 1 1 3 1 3  

3 3 3 1 2  
1 3 2  

1 2 1 4  
2 7 2 2  

2 1 2 4 1 1  
1 3 3  

3 1  1 1 3 1 1 1  
3 2 2  

1 2 1 1  

1 3 1  
% 1 1  

t i l l  
t 1 2  

I l l  

1 

1 

't 

1 1  

1 

1 

t 
I 

1 

1 



1 

1 1 1  
1 1  

2 1  1 1  

21.000 21,m 1 

1 1  



1 

1 

z 

t 





DLRECT TESTIMONY OF 

RONALD L. KOZOMAN 







.4. I witt  address the finmcing ne& prier to the rate case testimony. 

My w e  case testimony is prescnied in four parts. The first addresses the 

me &e issues. The second part addresses the income statement issues. The 

third  pa^ wiitl address the derivation of the cost of capital and Pdir value return, 

b s d  cma required debt service aid interest coverage mrekhods, wlnich the 

.~~~~~~~~ MUSE mer. The fcrurth part covers the proposed rates. 

A. YES. 

A. Yes. The test yesf is ~~~~~~~~ 3 I. 1908. The original m + r  depreciated rate base 

is being requested for fair vafue. A return of' I 1.61% on original cost rate base is 

requested, The increase in revenues is ~ ~ p ~ ~ ~ x ~ ~ ~ ~ ~ ~ i y  $3 18.000. This represents 



1; ting income deficiency, and the 

increase in d rates and customer 





1. RATE BASE 

6 



g ct#pitd may be more accurate 

i fag study, and the rime spent 

e lead t lag smdy is prohibirivs. 

be at lowed to c~~llect the cost of preparing 

e. A tiumber offactors 

rking capital. These factors 





9 



EASE EXW.AIN 

UN SCHEDULES C- f AN5 C-r? 

2tS on the Sltf x 





' $ 7 ~  s,sl;ssed vatw times the property ECZV rate results in the property tax. In tile 

instlttlt case, 1 used 50% O ~ W O  times revenue, and 5090 of net plant times the 

ent of Revenue's €actor (plus makrkih land supplies) to derite the 

conetattrd value. 



13 



vkie a Iemr friorn; the Arizona Department of 1:evenue - 
Centrally Vatud Properties stating &at the property tax computation is correct. 

Q. HAVE YOU ATEMPTED TO MEASURE THE DEGREE OF ERROR THAT 

CAN OCCUR DUE TO YOUR USE OF 40% OF REVENUES AND 5OYo OF 

NET PLANT IN YOUR COMPUTAT TY TAXES AT 

I4 





a ny did propose Commission approval of loans B the last rate rase. 

And, yes, the Commission ordered these loans be converted to equity in the fast 

w e .  

The p~~~~~~ is that the ailowed by the Commission in the tast two 

. The Company's efy all &e operating expenses imu 









A,. 

Q- 

A 

Q" 

A. 

Company $as actually invested is being substi 

CE IN I'HT EQUITY ITWESTFED AND THE 

Over tire ? ears ~ ~ ~ p ~ ~ t ~ ~ ~ ~  the Company's totat invested equity has been 

equity is a p p ~ ~ x i ~ a ~ ~ ~ ~ ~  $SO,OttO. The 

sses over the ye? TS the Cotnpany 

. The Company has attempted in rate cases to earn a rate of 

at. HQWSW, each r ase has resulted in actual operating 

b e  not ken recovered fmm c~~toniers. Thus, the Company has 

00 over the years. 







t;;”. DOES C<INfl;AJIIE YOU TESTIMONY ON RATE OF RETURN? 

Pvfetar 

Galfons 
tnctudcd 

in 
Monthly 

Minimum 

$14.40 

14.40 

23 

0 

0 



f ai: 

3 

4 

h 

0.m -0- . 

on 

$3 -75. 



a 1 inch 

considerably more 

so 



A. 

Q. 

A. 

El E PROPOSED 

RATES? 

Ncr I 



Q. 

A. 

Q. 

A,. 

0- 

A. 

AIE OTHER TARIFF CHANGES ARE EiNCi WQUESIED? 

ED 

BE INCLUDED rN ITS TARIFFS AS A PART OF 

*xuatec ~ ~ ~ ~ a ~ i ~ ~ .  f am OS the apinian specifying terms rlrtd conditions in a 

ively and efficiently operate the 

standing for customers who are 

e However, the rater; proposed in the 
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BIG PARK H'ATER COMPANY 



I 

I 

8 



9 



r, COST OF 
R 

TE 
L 

10 



ENT, COST OF 

TEMENT, COST OF 



x 



E ............................................ 1 

................................................................................................. f 
iee ..................................................................................... 2 
ice ...................................................................................... 2 

.......................................................................................................... 3 
ice ................................................................................................. 4 

............................................................................................................ 5 

“r$ ............................................................................................... 5 

................................................................................................... -6 

..................................................................................................... 6 

..................................................................................................... 6 
............................................................................................... 7 
en% .......................................................................................... 7 

...................................................................................................................... 7 

...................................................................................................................... 7 
................................................................................................ 7 
......................................................................................... 8 

.................................................................. 8 

licy .................................................................. 9 
..................................................................................................... 9 



E!'. ~~~~~~~~~ COSTS ...... ._. , .. . . ... .. .. . . ._. . ...__. .. . . . . . . ..... . .. .. . ... ..... .. .. .. ..... . . .. . . . .. . . . . . . . . . . . . . *. . . . . . . . .. . 10 

1. CFlOa: CONTROL, .... f .._.... . . ... . ....... .. '.. ... . . .... . .. . ...... ,. ..... . .. . . .. *. . .. . .... . . . ....... .I2 
I- . . . . . . . . . . . . . . . . . . . . . .  12 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .... *. .. .. . .. I ........ * . . . . I .  ... * ...... .... " ...... .. ., .. ..*.. *. .... .. ., ,. ,.. .. .... ... 12 
momL ..... _... ".* ..,...*......... * ............ * .................................. $ .............. ....- ...... * ............. 12 

ce 0.l Sen%x. ._.. . . . .. . . . . . . . . . . . . * .. ... .. ... .. . . .. 1.. .. 1 .I ... ... . . _. . . ....................... 13 

I ............_...._.... t.) j.....,...................,.. L.... . . . . . . . .  , .... -......... 

- *  . 

EV . Rt; e. E,$ AN D WGU LA'nONS.. . . . * . . . . . . . . . . . . . . . . . . . . . . . " . . . . . . . . . . .I..  . . . . . . . . . . . * . . f . . . . . . . . . . . . . . . . ~. . . . . . . . . . . . . . . I  8 



SI 27.20 
27.20 
69.25 

138.50 
22 1.60 
443.20 
692.50 

1,385.itt) 



13 Sheer No. 

rR 27+20 
2i.20 
69.25 

138.50 
22 f .60 
443.20 
692.50 

f,38S.00 

ISSUED BY: 

Doug Noll, Vice President 
Vail Water ~0~~~~ 

Tucson, Arizona 85360 
0 North Swan Rollrl, Suite S- 100 

Effective 



-0,. 
-0- 
-0- 
-0- 
-0- 
-0- 
-43- 
-0- 

9 27.20 
27.20 
69.25 

138.50 
22’1 .GO 
443.20 
692.50 

1,385.00 

‘ ~~~i~ 1~ ater ser~etie !hdl be available only to &e extent water is not required by permanent customers within 
the c~~~~~~~~~ meii t‘clmpmy wiil memp to provide 60 days riotice of cessation of standpipe serrice. 



PART ONE I 

Doug M O R  Vice President 
Vaif Water Campany 

5780 North Swan Road, Suite S-100 
Tucson, Arizona 85360 





Sheet No. 6 

STA GES 

1. f f nfer hours S 50.00 

km af Service per Rule R 14-2-403B $ 30.00 i 
1 .  Ifaher hours $ 35.00 





De ce Charge, per f .5%3 



$ 400.00 
440.00 
5 tm.00 
675.00 

1.660.00 
2.150.00 
3,135.00 
.b. I90.00 

cost9 



estimated cost, the 
ays after cornpietion 
invoictx. timesheets 
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Doug Noif, Vice President 
Vail Water Company 

5780 North Swan Rnad, Suite S-100 
Tucson, Arizona 85350 
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Doug NoU. Vice Presicltmt 
Qail Water Compan:y 

5780 North Swan Rmd. Suite S-100 
Tucson, Arlzllma X53{50 
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RECAP SCHEDULES: 
(b) B-l 


