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EXECUTIVE SUMMARY 

RUCO continues to recommend that the ACC deny Pima Utility 
Company’s request to recover income tax expense in rates. 

RUCO continues to recommend that the Commission adopt a 9.40 
percent cost of common equity. 

RUCO is recommending that, subject to updated information on Pima’s 
pending loan agreement, the Commission adopt the Company’s revised 
4.25 percent cost of debt. 

RUCO is recommending that the Commission adopt the Company’s 
revised capital structure of 35.36 percent long-term debt and 64.64 
percent common equity until more information is obtained on Pima’s 
pending loan agreement and the repayment of existing debt. 

As a result of its revised cost of debt and capital structure 
recommendations, RUCO is recommending that the Commission adopt a 
weighted average cost of capital of 7.58 percent. 

As a result of its revised cost of debt and capital structure, RUCO is 
recommending that the Commission adopt a weighted average cost of 
capital of 7.58 percent, which is 71 basis points lower than the Company- 
proposed weighted average cost of capital of 8.29 percent. 
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INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

... 

Please state your name, occupation, and business address. 

My Name is William A. Rigsby. I am the Chief of Accounting and Rates 

for the Residential Utility Consumer Office (“RUCO”) located at 11 10 W. 

Washington, Suite 220, Phoenix, Arizona 85007. 

Have you filed any prior testimony in this case on behalf of RUCO? 

Yes. On March 27, 2012, I filed direct testimony that presented RUCO’s 

recommendations on the treatment of income tax expense and the cost of 

capital for Pima. 

Please state the purpose of your surrebuttal testimony. 

The purpose of my surrebuttal testimony is to respond to the rebuttal 

testimony of Pima witnesses Steven Soriano, Marc L. Spitzer and Thomas 

J. Bourassa, which was filed on April 27, 2012. 

Will RUCO be filing surrebuttal testimony on the rate base, operating 

income and rate design issues in this case? 

Yes, Those aspects of the case will be addressed in the surrebuttal 

testimony of RUCO rate analysts Timothy J. Coley and Robert B. Mease. 

1 
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Q. 

A. 

How is your surrebuttal testimony organized? 

My surrebuttal testimony is comprised of four parts: the introduction that 

I’ve just presented; a brief summary of Pima’s rebuttal testimony; a section 

on the treatment of income tax expense; and, a section on cost of capital. 

SUMMARY OF REBUTTAL TESTIMONY 

Q. 

A. 

Briefly summarize Pima’s rebuttal testimony. 

Pima witnesses Steven Soriano and Marc L. Spitzer, wh for 

the first time in this proceeding, continue to support Pima’s position that it 

should be permitted to recover income tax expense from the Company’s 

ratepayers even though Pima is organized as an S corporation and does 

not pay income taxes as a corporate entity. Both Mr. Soriano and Mr. 

Spitzer take the position that Pima’s shareholders are paying Pima’s 

income taxes as opposed to paying their own personal income taxes on 

earnings that have been passed though to them. Mr. Soriano continues to 

argue that it is not fair to provide Pima’s customers with “discounted rates” 

that do not allow for the recovery of income tax expense. Mr. Spitzer, who 

is testifying for the first time in this proceeding, believes that the ACC 

should adopt the same policy that the FERC has adopted which allows 

corporate entities that have elected to organize as S corporations or 

Limited Liability Companies to recover income tax expense in rates. 

Mr. Thomas Bourassa, Pima’s cost of capital consultant, continues to 

recommend a cost of common equity of 10.50 percent and takes issue 

2 
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with my recommended 9.40 percent cost of equity. Mr. Bourassa has 

revised his original 7.182 percent recommended cost of debt downward to 

4.25 percent in light of the Commission’s recent decision‘ to approve a 

loan agreement presented in Pima’s recent financing application (which I 

discussed in my direct testimony). He has also revised his recommended 

capital structure as a result of the aforementioned Commission decision. 

As a result of his revisions, Mr. Bourassa is now recommending a 

weighted average cost of capital of 8.29 percent. 

INCOME TAXES 

Q. 

4. 

Q. 

4. 

Have you reviewed Mr. Soriano’s and Mr. Spitzer’s rebuttal testimony 

on the income tax issue in this case? 

Yes I have and I will address the rebuttal testimony of both witnesses. 

However, I would point out that I am not an attorney and will not address 

the legal aspects of this issue that are presented in Mr. Spitzer’s 

testimony. RUCO’s attorney will address those aspects in our legal briefs. 

Do you agree with Mr. Soriano’s statements that the Commission’s 

current policy on the recovery of income taxes in rates for S 

corporations represents a windfall to Pima’s ratepayers? 

No, I do not. Pima, as a corporate entity, has no income tax expense and, 

as noted in Mr. Spitzer’s rebuttal testimony, files only an informational 

Decision No. 73078, dated April 4, 2012 I 
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income tax return at both the federal and state levels. It is simply not 

possible for Pima’s ratepayers to be realizing a windfall because they are 

not paying for an income tax expense that does not exist. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Is Mr. Soriano relying on the arguments advanced by Mr. Spitzer? 

Yes. Mr. Soriano’s position is based on Mr. Spitzer’s argument that 

Pima’s rates are being ”artificially suppressed” because the Commission 

does not allow for the recovery of income tax expense in rates for pass- 

through entities such as Pima. 

Do you agree with Mr. Spitzer’s position that Pima’s rates are being 

“artificially suppressed”? 

No I do not for the same reason that I stated above. Pima’s rates cannot 

be “artificially suppressed” because they do not provide recovery for an 

income tax expense that does not exist. 

What is the basis for Mr. Spitzer’s argument for the recovery of 

income taxes in rates for pass-through entities such as Pima? 

Mr. Spitzer takes the position that Pima’s ratepayers are, in effect, paying 

the corporate income taxes of Pima, as opposed to paying personal 

income taxes on their proportionate share of Pima’s earnings or losses 

which were distributed to them (the arrangement that the shareholders 

elected as a direct result of organizing as an S corporation). Mr. Spitzer 
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states on page 7 of his rebuttal testimony that “the argument that an S 

corporation does not pay income taxes rests on a technical distinction 

rather than a reality.” 

Q. 

A. 

Do you believe in Mr. Spitzer’s argument that the reason that Pima 

“does not pay income taxes rests on a technical distinction rather 

than a reality”? 

No, I do not believe Mr. Spitzer‘s “technical distinction” argument. The 

reality is that Pima, as a corporate entity, has not made income tax 

payments to either the U.S. Treasury or to the Arizona Department of 

Revenue on income derived from the operation of the business and will 

not make any such payments under current tax law. That is a fact that 

cannot be denied. 

Pima’s shareholders pay personal income taxes, not corporate income 

taxes. This is a real difference and not a mere technicality. The 

shareholders income tax filings are not subject to the federal or state 

codes pertaining to corporate income tax. Their individual tax returns can 

include all the deductions and tax credits available to individuals and not 

corporations. For example, a Pima shareholder could apply deductions 

for minor children, childcare expenses, medical expenses, losses or gains 

from personal financial investments including income from other S 

corporations and a myriad of other possible factors in calculating that 

shareholder’s individual income tax liability. 

5 
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It cannot be stressed enough that the Company’s shareholders receive 

their pro-rata share of earnings or losses which are treated as personal 

income for income tax purposes. These earnings or losses are reported 

on their individual federal and state income tax returns and are subject to 

the tax rates that apply to them as individual taxpayers. As I explained in 

my direct testimony, Pima’s shareholders’ election to organize as an S 

corporation provides them with the benefit of avoiding the double taxation 

that is experienced by C corporations. 

2. 

4. 

Q. 

4. 

But isn’t it true that under S corporation status the shareholders are 

also responsible for taxes owed on any undistributed income also? 

Yes. But again this is due to the shareholders conscious business 

decisions to (1) organize and adhere to the conditions of S corporation 

status and (2) not to distribute any of the shareholders income from the S 

corporation for whatever reason they deemed reasonable. 

Please respond to Mr. Spitzer’s position that Pima’s non-existent 

corporate tax liability, which he believes is real due to a “technical 

distinction,” should be recovered in rates just as any other prudently 

incurred operating expense. 

I have been involved in utility regulation in Arizona since 1994. In all of 

that time I have never once been involved in a general rate case (as 

opposed to a CC&N proceeding) in which the ACC permitted the recovery 
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of an operating expense that either did not exist or that a regulated utility 

could not prove with absolute certainty that it was going to incur in the 

immediate future. 

Q. 

4. 

Q. 

4. 

P. 

4. 

Isn’t it true that the ACC did allow for the recovery of income taxes in 

rates for S corporations at one time? 

Both Mr. Soriano and Mr. Spitzer make this point in their rebuttal 

testimony. It is my understanding that the Commission reversed this 

policy sometime in the late 1980’s in a case involving a company known 

as Consolidated Utilities. 

Do you believe that the Commission made the correct decision to 

establish the current policy that denies the recovery of income taxes 

in rates for pass-through entities such as Pima? 

Yes I do. I believe that the Commission was correct in establishing its 

current policy that does not allow for the recovery of an income tax liability 

that does not exist, or one that has been referred to as a phantom tax. 

Have you read Mr. Spitzer’s rebuttal testimony on the issue of 

phantom taxes? 

Yes. 
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Q. 

A. 

Q. 

A. 

Do you agree with Mr. Spitzer that Pima’s shareholders are paying 

their pro-rata share of Pima’s income tax liability in the “phantom 

rebuttal 

testimony ? 

No. 

Can you explain why? 

A review of Form 112OS, which I hav 

tax” section that begins on page 8 of Mr. Spitzer’s 

included in my irreb ittal 

testimony as Exhibit I, will reveal that, other than taxes owed on passive 

income or LIFO2 recapture and capital gains income on activities that the 

S corporation is engaged in, there is no calculation of an income tax 

liability that is passed on to S corporation shareholders. Furthermore, a 

review of the Schedule K-I, included as Exhibit 2, does not contain any 

calculated income tax that is passed on to S corporation shareholders. 

Only income, after expenses, from the S corporation is included in the K-I 

for shareholders to report on their individual income tax filing. The income 

reported on the K-I is reported on the shareholders’ Schedule E (Exhibit 

3) as either passive income or non-passive income and is ultimately 

added to other forms of taxable income reported on the shareholders’ 

Form 1040 (Exhibit 4). So any tax liability owed on the S corporation 

income is a tax on the personal income of the S corporation shareholder 

as opposed to a flowed through corporate tax liability. 

Last In First Out method of inventory valuation 2 

8 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Surrebuttal Testimony of William A. Rigsby 
Pima Utility Company 
Docket No. W-02199A-11-0329 et al. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Does the Commission allow public service corporations organized 

as C corporations to recover taxes owed on passive income, LIFO 

recapture or capital gains income? 

No. Taxes for C corporations are calculated only on the income that is 

derived through utility operations and not passive income, LIFO recapture 

or capital gains. 

Do you agree with Mr. Spitzer’s analogy that compares the IRS’ 

treatment of frequent flyer miles to the income tax issue in this case? 

No. Frequent flyer miles have an actual value that can be viewed as 

income that is taxable. In the case of S corporations, no amount of tax, on 

business operations, is incurred by the corporate entity. 

Are any of the examples on pages 9 and 10 of Mr. Spitzer’s testimony 

applicable to the pass-through entity issue in this case? 

I do not believe so. In each of Mr. Spitzer’s examples the taxable entity 

(either an individual or a corporation) incurred an actual tax liability that 

was reduced or eliminated by a tax credit, an operating loss or some other 

circumstance that ultimately resulted in no taxes being owed. In the case 

of an S corporation, there is no corporate income tax liability on business 

operations from the start. So the examples in Mr. Spitzer’s testimony 

would not be representative of an entity that is organized as an S 

corporation. Again this is because, under S corporation status, the 
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earnings or losses are passed through to the shareholders who may not 

pay any taxes on their own personal income tax liability as a result of tax 

credits or operating losses on other business activities that the 

shareholder may be engaged in. 

Q. 

4. 

Q. 

A. 

Would you agree with Mr. Spitzer that S corporation status can 

reduce or eliminate certain costs that would be incurred by a C 

corporation, thus benefiting Pima and the Company’s ratepayers? 

Yes. I would agree that both Pima and the Company’s ratepayers benefit 

from those lower costs. However, I fail to see how that benefit to 

ratepayers would continue if they are required to pay for a corporate 

income tax expense that simply does not exist. 

Does RUCO still recommend that the Commission reject Pima’s 

request to include income taxes in rates? 

Yes. 

COST OF CAPITAL 

Q. 

A. 

Have you reviewed Mr. Bourassa’s rebuttal testimony on the cost of 

capital issues in this case? 

Yes. 

10 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Have you had an opportunity to update your cost of equity analysis? 

Yes. I updated my cost of equity analysis to include more recent data 

published in Value Line’s April 20, 2012 quarterly update on the water 

utility industry. I also updated the 8-week average of stock prices used in 

my analysis and made a small revision to my natural gas DCF growth 

estimate. 

Have you revised your recommended 9.40 percent cost of common 

equity for Pima as a result of your updated analysis? 

No. Based on the results of my updated analysis, I am continuing to 

recommend that the Commission adopt a 9.40 percent cost of common 

equity for Pima. 

How does your cost of common equity recommendation compare 

with the recommendations of Pima’s and ACC Staff’s cost of capital 

witnesses? 

My recommended 9.40 percent cost of common equity is 110 basis points 

lower than Mr. Bourassa’s 10.50 percent cost of common equity (as I 

noted earlier in my surrebuttal testimony, Mr. Bourassa has not made any 

changes to the Company-proposed cost of common equity). ACC Staff 

witness John A. Cassidy is recommending a 9.10 percent cost of common 

equity which is 140 basis points lower than Mr. Bourassa’s 10.50 percent 

11 
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recommendation and 30 basis points lower than my recommended 9.40 

percent. 

2. 

4. 

9. 

4. 

Are the parties to the case in agreement on Pima’s cost of debt? 

At this stage of the proceeding the answer is no. This is mainly due to the 

fact that the loan agreement approved in Decision No. 73078 has not 

been finalized. However, I think it is fair to say that the Company, ACC 

Staff and RUCO are moving closer to the same number. In his rebuttal 

testimony, Mr. Bourassa revised his original 7.182 percent recommended 

cost of debt downward to 4.25 percent which is closer to Mr. Cassidy’s 

5.50 percent recommendation. In my direct testimony, I reserved the right 

to revise my 7.696 percent cost of debt figure based on the Commission’s 

final decision on Pima’s financing application and on the terms that are 

contained in an executed loan agreement between the Company and a 

third-party lender. 

Are you willing to adopt Pima’s revised cost of debt at this point in 

time? 

Yes. Until we know the final stated rate of interest in the pending loan 

agreement, I am willing to accept Pima’s revised 4.25 percent cost of debt 

figure. 

12 
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Q. 

A. 

a. 

4. 

Where do the parties stand on a capital structure for Pima? 

Mr. Bourassa states in his rebuttal testimony that he has revised his 

recommended capital structure from one comprised of 31.08 percent long- 

term debt and 68.92 percent common equity to one comprised of 35.36 

percent long-term debt and 64.64 percent common equity. ACC Staffs 

Mr. Cassidy is recommending a capital structure comprised of 37.90 

percent long-term debt and 62.10 percent common equity. In my direct 

testimony, I recommended the Company’s adjusted end of test year 

capital structure comprised of 22.53 percent long-term debt and 77.47 

percent common equity mainly because of the uncertainty regarding 

Commission approval of Pima’s financing application. However, at this 

point I am willing to accept Mr. Bourassa’s revised capital structure of 

35.36 percent long-term debt and 64.64 percent common equity until more 

information is obtained on the Company’s pending loan agreement and 

the repayment of existing debt. 

Please compare the recommended weighted average cost of capital 

being proposed by Pima, ACC Staff and RUCO at this stage of the 

proceeding . 
At this stage of the proceeding Pima is recommending a weighted average 

cost of capital of 8.29 percent that is 49 basis points higher than ACC 

Staffs recommended 7.80 percent. Based on my revised cost of debt and 

revised capital structure recommendations described above, RUCO is 

13 
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recommending a weighted average cost of capital of 7.58 percent that is 

71 basis points lower than Pima and 22 basis points lower than ACC Staff. 

Q. 

A. 

Q. 

A. 

Has the Federal Reserve made any changes to its current policy to 

keep interest rates low for an extended period of time since you filed 

your direct testimony? 

No. 

Please respond to Mr. Bourassa’s position that your recommended 

cost of equity is lower than an average of projections published in 

Value Line’s recent quarterly updates on the water and natural gas 

industries. 

In the case of the water utilities, Mr. Bourassa only averages Value Line’s 

long-term projections on returns on book common equity, as opposed to 

estimated costs of common equity, of the water companies which our 

samples have in common. As can be seen in Attachment A of my 

surrebuttal testimony, Value Line is projecting a long-term (2015 - 2017) 

9.50 percent return on book common equity for all of the water companies 

that it follows including Middlesex Water Company, which I included in my 

sample, and American Water Works Company, Inc. which I did not 

include. As can also be seen in Attachment A, Value Line is also 

forecasting average industry returns on book common equity, as opposed 

to estimated costs of common equity, of 8.50 percent for 2012 and 2013 

14 
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which is close to the estimated cost of equity derived from my sample of 

water utilities. Given that the water companies followed by Value Line are 

also engaged in unregulated activities, I believe that my recommended 

9.40 percent cost of equity for Pima, which is close to the cost of equity 

derived from my natural gas LDC sample, is quite reasonable when 

compared to Value Line’s long-term 9.50 percent projection for the water 

utility industry as a whole. 

Q. 

A. 

But isn’t Value Line’s projected long-term return on common equity 

for the natural gas industry 14.50 percent? 

Yes it is. Again this industry average includes some LDCs that were not 

included in my natural gas sample. However, I believe that it is best to 

rely on Value Line’s water industry projections given the fact that Pima is 

after all a water utility. Despite this fact, I am recommending a cost of 

common equity that is close to the higher result obtained from my natural 

gas sample which, as I just noted, is close to Value Line’s long-term 9.50 

percent projection for the water utility industry as a whole. Now that Value 

Line’s standard edition (which provides long-term projections) is following 

more publicly traded water utilities than it has in the past, I may be 

phasing out the use of natural gas LDCs in my cost of capital analyses in 

the near future. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

What is the risk premium of your recommended 9.40 percent cost of 

equity for Pima based on the cost of debt that you have adopted at 

this point in the proceeding? 

The risk premium is 515 basis points, which is the difference between my 

recommended 9.40 percent cost of equity and the Company-proposed 

4.25 percent cost of debt. I believe my 9.40 percent cost of common 

equity, which is more than double the Company’s 4.25 percent cost of 

debt, is more than enough to compensate investors for any perceived 

business risk that might exist. 

Does your silence on any other issues, matters or findings 

addressed in the rebuttal testimony of either Mr. Soriano, Mr. Spitzer 

or Ms. Bourassa constitute your acceptance of the Company’s 

positions on such issues, matters or findings? 

No, it does not. 

Does this conclude your surrebuttal testimony on the income tax and 

cost of capital issues in Pima’s filing? 

Yes, it does. 

16 





EXHIBIT 1 



US. Income Tax Return for an S Corporation 

B Business activity code I number (see instructions) OR 

OMB NO. 1545-01 30 

Number, street, and room or suite no. If a P.O. box, see instructions. E Date incorporated 

I PRINT I City or town, state, and ZIP code 1 F Total assets (see instructions) 
I I I 

I . . . . . . . . .  
Caution. include onlv trade or business income and exDenses on lines l a  throuah 21. See the instructions for more information. 

Enter the number of shareholders who were shareholders during any part of the tax year b 
- 

b Gross receipts or sales not reported on line l a  (see instructions) . . 
c Tota l .Addl ines laand1b.  . . . . . . . . . . . . .  
d Returns and allowances plus any other adjustments (see instructions) 
e Subtract line I d  from line IC . . . . . . . . . . . . .  

2 Cost of goods sold (attach Form 1125-A) . . . . . . . . . . . . . . . . . .  
3 Gross profit. Subtract line 2 from line l e  . . . . . . . . . . . . . . . . . .  
4 Net gain (loss) from Form 4797, Part II, line 17 (attach Form 4797) . . . . . . . . . .  
5 Other income (loss) (see instructions-attach statement) . . . . . . . . . . . . .  
6 Total income (loss). Add lines 3 through 5 . . . . . . . . . . . . . . . .  b 
7 Compensation of officers . . . . . . . . . . . . . . . . . . . . . . .  
8 Salaries and wages (less employment credits) . . . . . . . . . . . . . . . .  
9 Repairs and maintenance . . . . . . . . . . . . . . . . . . . . . . .  

10 Baddebts . . . . . . . . . . . . . . . . . . . . . . . . . . .  
11 R e n t s . .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
12 Taxes and licenses . . . . . . . . . . . . . . . . . . . . . . . . .  
13 Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
14 
15 Depletion (Do not deduct oil and gas depletion.) . . . . . . . . . . . . . . .  
16 Advertising . . . . . . . . . . . . . . . . . . . . . . . . . . .  
17 Pension, profit-sharing, etc., plans . . . . . . . . . . . . . . . . . . . .  
18 Employee benefit programs . . . . . . . . . . . . . . . . . . . . . .  
19 Other deductions (attach statement) . . . . . . . . . . . . . . . . . . .  
20 Total deductions. Add lines 7 through 19 . . . . . . . . . . . . . . . .  b 

Depreciation not claimed on Form 1125-A or elsewhere on return (attach fo rm 4562) . . . .  

9 1  I 
10 I 
11 I 
12 I e 
16 -7 
19 

. . . . . . . . . . .  

23a 201 1 estimated tax payments and 2010 overpayment credited to 201 1 

c Credit for federal tax paid on fuels (attach Form 4736) . . . . .  
d Add lines 23a through 23c . . . . . . . . . . . . .  

Estimated tax penalty (see instructions). Check if Form 2220 is attached . . . . . .  b 0 
Amount owed. If line 23d is smaller than the total of lines 22c and 24, enter amount owed . 

b Tax deposited with Form 7004 . . . . . . . . . . . .  

24 
25 . 

with the preparer shown below 
(see instructions)? 

Sign 

Paid 
Preparer 

Here 1 Signature of officer Date 

PrtnVType preparer’s name Preparer’s signature Date PTlN 

Firm’s EIN b use only 
For Paperwork Reduction Act Notice, see separate instructions. 

Firm’s name b 

Firm’s address b Phone no. 

Cat. No. 11510H Form 1 120s (201 1) 



Form 11205 (201 1) 
- *  - - Other Information (see instructions) 

Check accounting method: a 0 Cash b 0 Accrual c 0 Other (specify) b _____________________________________ 
See the instructions and enter the: 
a Business activity b 

At the end of the tax year, did the corporation own, directly or indirectly, 50% or more of the voting stock of a domestic 
corporation? (For rules of attribution, see section 267(c).) If “Yes,” attach a statement showing: (a) name and employer 
identification number (EIN), (b) percentage owned, and (c) if 100% owned, was a qualified subchapter S subsidiary 
election made? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Has this corporation filed, or is it required to file, Form 8918, Material Advisor Disclosure Statement, to provide 
information on any reportable transaction? 
Check this box if the corporation issued publicly offered debt instruments with original issue discount . . . .  b 0 
If checked, the corporation may have to file Form 8281, Information Return for Publicly Offered Original Issue Discount 
Instruments. 

If the corporation: (a) was a C corporation before it elected to be an S corporation or the corporation acquired an 
asset with a basis determined by reference t o  the basis of the asset (or the basis of any other property) in 
the hands of a C corporation and (b) has net unrealized built-in gain in excess of the net recognized built-in gain 
from prior years, enter the net unrealized built-in gain reduced by net recognized built-in gain from prior years (see 
instructions) . . . . . . . . . . . . . . .  b $ 
Enter the accumulated earnings and profits of the corporation at the end of the tax year. 

Are the corporation’s total receipts (see instructions) for the tax year and its total assets at the end of the tax year less 
than $250,000? If “Yes,” the corporation is not required to complete Schedules Land M-1 . . . . . . . . .  
During the tax year, was a qualified subchapter S subsidiary election terminated or revoked? I f  “Yes,” see instructions . 

________________________________________~------- b Product or service b ............................................. 

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

._.__.______.___________________________---...--.-----------------. 
$ 

10a Did the corporation make any payments in 201 1 that would require it to file Form(s) 1099 (see instructions)? . . . .  

Page 2 

b Expenses from other rental activities (attach statement) . . .  
c Other net rental income (loss). Subtract line 3b from line 3a . 

Sa Net long-term capital gain (loss) (attach Schedule D (Form 7 720 
b Collectibles (28%) gain (loss) . . . . . . . . . . .  
c Unrecaptured section 1250 gain (attach statement) . . . .  

Form 11 20s (201 1) 



I Form 11202 

I 

fn +a 

'LI 
Q 

.- 

e 

011) Page 3 

. . . . . . . . . . .  

c 
d Other rental real estate credits (see mtructions) Type ________________________________________-- 

Qualified rehabilitation expenditures (rental real estate) (attach Form 3468) . . . . .  

e Other rental credits (see instructions) . . .  Type ________________________________________-- 

________________________________________------------------------ 

Foreign gross income sourced at corporate level 
d Passive category . . . . . . . . . . . . . . . . . . . . . . .  
e General category . . . . . . . . . . . . . . . . . . . . . . .  
f Other (attach statement) . . . . . . . . . . . . . . . . . . . . .  

g Interest expense . . . . . . . . . . . . . . . . . . . . . . .  
h Other. . . . . . . . . . . . . . . . . . . . . . . . . . .  

i Passive category . . . . . . . . . . . . . . . . . . . . . . .  

k Other (attach statement) . . . . . . . . . . . . . . . . . . . . .  

I Total foreign taxes (check one): b 0 Paid c] Accrued . . . . . . . . . .  

Deductions allocated and apportioned at shareholder level 

Deductions allocated and apportioned at corporate level to foreign source income 

j General category . . . . . . . . . . . . . . . . . . . . . . .  

Other information 

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

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

penses . . . . . . . . . . . . . . . . . . . .  

es . . . . . . . . . . . . . . . . . . . . . .  

18 lncomehoss reconciliation. Combine the amounts on lines 1 through 10 in the far right I 
column. From the result, subtract the sum of the amounts on lines 11 through 12d and 141 I 18 I 

Form 1 120s (201 1) 



Form 11205 (201 1) Page 4 
Balance Sheets per Books Beginning of tax year End of tax year 

Assets 
1 Cash . . . . . . . . . . . . .  
2a Trade notes and accounts receivable . . .  
b 

3 
4 
5 
6 
7 
8 
9 

1 Oa 
b 

l l a  

Lessallowanceforbaddebts. . . . . .  
Inventories . . . . . . . . . . .  

Tax-exempt securities (see instructions) . . 
Other current assets (attach statement) . . .  
Loans to shareholders . . . . . . . .  

Other investments (attach statement) . . .  
Buildings and other depreciable assets . . .  
Less accumulated depreciation . . . . .  
Depletable assets . . . . . . . . .  

US. government obligations . . . . . .  

Mortgageandrealestateloans . . . . .  

b Less accumulated depletion . . . . . .  
12 Land (netofany amortization). . . . . .  
13a Intangible assets (amortizable only) . . . .  

b Less accumulated amortization . . . . .  
14 Otherassets(attachstatement) . . . . .  
15 Total assets . . . . . . . . . . .  

16 Accounts payable . . . . . . . . .  
17 
18 Other current liabilities (attach statement) . . 
19 Loans from shareholders . . . . . . .  
20 
21 Other liabilities (attach statement) . . . .  
22 Capital stock . . . . . . . . . . .  
23 Additional paid-in capital . . . . . . .  
24 Retained earnings . . . . . . . . .  

Liabilities and Shareholders’ Equity 

Mortgages, notes, bonds payable in less than 1 year 

Mortgages, notes, bonds payable in 1 year or more 

’ equity (attach statement) 

. .  
Note. Schedule M-3 required instead of Schedule M-1 if total assets are $10 million or more-see instructions 

. . . . . .  r 1 Netincome(1oss)perbooks 

2 Income included on Schedule K, lines 1,2,3c, 4, 
sa, 6,7, 8a, 9, and 10, not recorded on books this 

3 Expenses recorded on books this year not 
included on Schedule K, lines 1 through 12 and 
141 (itemize): 

year (itemize) ________________________________________----- 

........................................... a Depreciation $ 
b Travel and entertainment $ _____________-_-_-_--------- 

5 Income recorded on books this year not included 
on Schedule K, lines 1 through 10 (itemize): 

_._____--------_- 
a Tax-exempt interest $ 

6 Deductions included on Schedule K, 
lines 1 through 12 and 141, not charged 
against book income this year (ttemize): 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  a Depreciation $ 

_----__----_--------____________________----- 
7 Add l ines5and6  . . . . .  

4 Add lines 1 through 3 . . . . . . . .  I I 8 Income (loss) (Schedule K, line 18). Line 4 less line 7 I 
-Analysis - *  - of Accumulated Adjustments Account, Other Adjustments Account, and Shareholders’ 

Undistributed Taxable Income Previously Taxed (see instructions) 
(a) Accumulated (b) Other adjustments (c) Shareholders’ undistributed 

adjustments account account taxable income previously taxed 

1 Balanceat beginning of tax year . . . . .  
2 Ordinary income from page 1, line 21 . . .  
3 Other additions . . . . . . . . . .  
4 Loss from page 1, line 21 . . . . . . .  
5 Other reductions . . . . . . . . . .  

Form 1120s (2011) 





EXHIBIT 2 



201 I Schedule K-1 
(Form 1120s) 
Department of the Treasury 
Internal Revenue Service For calendar year 201 1, or tax 

year beginning ,2011 

ending ,20 

Shareholder’s Share of Income, Deductions, 
Credits, etc. ,See back of form and separate instructions. 

m 

h fmat ion About the Corporation 

A Corporation’s employer identification number 

B Corporation’s name, address, city, state, and ZIP code 

C IRS Center where corporation filed return 

lnforniatton About the Shareholder 

D Shareholder’s identifying number 

E Shareholder’s name, address, city. state, and ZIP code 

F Shareholder’s percentage of stock 
ownershipfortax year . . . . . . % 

0 Final K-1 0 Amende 

3 Other net rental income (loss) 

4 Interest income 

5a Ordinary dividends 

5b Qualified dividends 

6 Royalties 

7 Net short-term capital gain (loss) 

8a Net long-term capital gain (loss) 

8b Collectibles (28%) gain (loss) 

8c Unrecaptured section 1250 gain i 

11 Section 179 deduction 

12 Other deductions 

- ”  ” 

<-1 

13 

- 
14 

- 
15 

- 
16 

- 
17 

OMB No 1545-01: 

.went Year Income; 
other ltems 
credits 

Foreign transactions 

- 

Alternative minimum tax (AM? lter 

ltems affecting shareholder bas 

%her information 

* See attached statement for additional information. 

For Paperwork Reduction Act Notice, see Instructions for Form 1120s. Cat. No. 11520D Schedule K-I (Form 11205) 2011 



Schedule K-1 (Form 1120s) 2011 Page 2 
This list identifies the codes used on Schedule K- I  for all shareholders and provides summarized reporting information for shareholders who 
file Form 1040. For detailed reporting and filing information, see the separate Shareholder’s Instructions for Schedule K- I  and the 
instructions for your income tax return. 

Code Report on 
M Credit for increasing research 1. Ordinary business income (loss). Determine whether the income (loss) is 

passive or nonpassive and enter on your return as follows: activities See the Shareholder’s Instructions 

and Medicare taxes See the Shareholder’s Instructions Passive loss 
Passive income Schedule E, line 28, column (9) 0 Backup withholding Form 1040, line 62 
Nonpassive loss Schedule E, line 28, column (h) P Othercredits See the Shareholder‘s Instructions 
Nonpassive income 

Report on N Credit for employer social security 
See the Shareholder’s Instructions 

Schedule E, line 28, column 0) 14. Foreign transactions 

Form 1116, Part I I 2. Net rental real estate income (loss) See the Shareholder’s Instructions A Name of country or U.S. 
3. Other net rental income (loss) possession 

Net income Schedule E, line 28. column (9) B Gross income from all sources 
Net loss See the Shareholder’s Instructions C Gross income sourced at 

shareholder level 
Foreign gross income sourced at corporate level 
D Passivecategory 
E General category 1 Form 1116, Part1 

Deductions allocated and mioortioned at shareholder level 

4. Interest income Form 1040, line 8a 
5a. Ordinary dividends Form 1040, line 9a 
5b. Qualified dividends Form 1040, line 9b 

6. Royalties Schedule E. line 3b F Other 
7. Net short-term capital gain (loss) Schedule D, line 5 

A Low-income housing credit (section i 
42(j)(5)) from pre-2008 buildings 

B Low-income housing credit (other) from 
pre-2008 buildings 

C Low-income housing credit (section 
42(j)(5)) from post-2007 buildings 

D Low-income housing credit (other) 
from post-2007 buildings 

E Qualified rehabilitation expenditures 
(rental real estate) 

F Other rental real estate credits 

See the Shareholder’s 
’ Instructions 

. .  
G Interest expense Form1116,PartI  
H Other Form 1116. Part1 
Deductions allocated and apportioned at corporate level to foreign source 
income 
I Passive category 
J General category ] Form 1116, Part I 
K Other 
Other information 
L Total foreign taxes paid Form 11 16, Part II 
M Total foreign taxes accrued Form 11 16, Part II 
N Reduction in taxes available for 

credit Form 1116, line 12 
0 Foreign trading gross receipts Form 8873 
P Extraterritorial income exclusion Form 8873 
Q Other foreign transactions See the Shareholder’s Instructions 

15. Alternative minimum tax (AMT) items 
A Post-1986 deweciation adiustment \ _.. .L. 

Dispositions of property with ) 
section 179 deductions 
Recapture of section 179 
deduction 
Section 453(1)(3) information 
Section 453A(c) information 
Section 126O(b) information 
Interest allocable to production 
expenditures 
CCF nonqualified withdrawals 
Depletion infomation-oil and gas 
Amortization of reforestation 
costs 

oee me I B Adjusted gain or loss . 
C Depletion (other than oil &gas) Shareholder’s 
D Oil, gas, & geothermal-gross income ‘nstructions and 
E Oil, gas, & geothermal-deductions ~o~~~~ for 
F OtherAMTitems 

’ See the Shareholder’s 
Instructions 

16. Items affecting shareholder basis 
A Tax-exempt interest income Form 1040. line 8b 

Form 4952, line 4a 
Form 4952, line 5 

B Other tax-exempt income 
C Nondeductible expenses 
D Distributions 
E Repayment of loans from 

shareholders 

A Investment income 
B Investment expenses 
C Qualified rehabilitation expenditures 

See the Shareholder’s Instructions 
D Basis of energy property See the Shareholder‘s Instructions 

See the Shareholder’s 
Instructions I 

17. Other information 

(other than rental real estate) 

E 

F 

G 
H 
I 

J 

K 

L 

M 
N 
0 
P 

Q 
R 
S 

T 
U 





EXHIBIT 3 



SCHEDULE E Supplemental Income and Loss 
(Form 1040) 

Department of the Treasury 
Internal Revenue Service (99) 

(From rental real estate, royalties, partnerships, 
S corporations, estates, trusts, REMICs, etc.) 

.Attach to Form 1040,1040NR, or Form 1041. .See separate instructions. 

Schedule C or C-E2 (see instructions). If you are an individual, report farm rental income or loss from Form 4835 on page 2, line 40. 
Caution. For each rental property listed on line 1, check the box in the last column only if you owned that property as a member of a 
aualified ioint venture (QJW reDortinn income not subiect to self-emplovment tax. 

OMB No. 1545-0074 

201 I 
Attachment 
Sequence NO. 13 

Name(s) shown on return 

Type of Property: 
1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Self-Rental 
2 Multi-Family Residence 4 Commercial 6 Royalties 8 Other (describe) 

I Prooerties 

Your social security number 

Income: 

3a 

4 

Merchant card and third party payments. For 201 1, enter -0- 

Total not including amounts on line 3a that are not 
income (see instructions) . . . . . . . . . .  

* 
Expenses: 

1 Physical address of each property-street, city, state, zip Type-from list 2 For each rental real Fair Rental 

report the number of 
days rented at fair rental A 
value and days with 

A 

personal use. See B 
C instructions. C 

Days below estate property listed, 

5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 

23a 

QJV Personal 
UseDays 

Advertising . . . . . . . . . . . . . .  
Auto and travel (see instructions) . . . . . . .  
Cleaning and maintenance . . . . . . . . .  
Commissions. . . . . . . . . . . . . .  
Insurance . . . . . . . . . . . . . . .  
Legal and other professional fees . . . . . . .  
Management fees . . . . . . . . . . . .  
Mortgage interest paid to banks, etc. (see instructions) 
Other interest. . . . . . . . . . . . . .  
Repairs. . . . . . . . . . . . . . . .  
Supplies . . . . . . . . . . . . . . .  
Taxes . . . . . . . . . . . . . . . .  
Utilities . . . . . . . . . . . . . . . .  
Depreciation expense or depletion . . . . . . .  
Other (list) b 
Total expenses. Add lines 5 through 19 . . . . .  
Subtract line 20 from line 4. If result is a (loss), see 
instructions to find out if you must file Form 6198 
Deductible rental real estate loss after limitation, if any, 
on Form 8582 (see instructions) 

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

. 

. . . . . . .  

A B 
3a 
3b 

4 

C 

10 1 I I I 
11 I 

18 I 

12 
13 
14 
15 
I 6  

I 
1 I I I I 

19 I I 
20 

21 

Total of all amounts reported on line 3a for all rental 

c Total of all amounts reported on line 4 for all rental properties . . . .  
d Total of all amounts reported on line 4 for all royalty properties . . . .  
e 
f Total of all amounts reported on line 18 for all properties . . . . . .  
g 

24 Income. Add positive amounts shown on line 21. Do not include any losses 
25 Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter total losses here 

b Total of all amounts reported on line 3a for all royalt s . .  . .  

Total of all amounts reported on line 12 for all properties 

Total of all amounts reported on line 20 for all properties 

. . . . . .  

. . . . . .  

For Paperwork Reduction Act Notice, see your tax return instructions. Cat No. 11344L Schedule E (Form 1040) 2011 



Name(s) shown on return. Do not enter name and social security number if shown on other side. 

I 

Caution. The IRS compares amounts reported on your tax return with amounts shown on Schedule(s) K-7. 
4 

Your social security number 

any amount is not at risk, YOU must check the box in column le) on line 28 and attach Form 6198. See instructions. 

28 (a) Name 

A 
B 
C 
n 

@) Enter P for (c) Check if (d) Employer (e) Checkif 
partnership; S foreign identification any amount is 

for S corporation partnership number not at risk 

cl 0 
0 0 

O 
n n 

Passive Income and Loss I Nomassive Income and Loss 

30 
31 
32 

Add columns (9) and (i) of line 29a . . . . . . . . . . . . . . . . . . . . .  

Total partnership and S corporation income or (loss). Combine lines 30 and 31. Enter the 
result here and include in the total on line 41 below . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . .  Add columns (9, (h), and (i) of line 29b 

(h) Nonpassive loss (i) Section 179 expense 0) Nonpassive income 
from Schedule K-1 deduction from Form 4562 from Schedule K-1 I (f) Passive loss allowed 

(attach Form 8582 if required) 
(9) Passive income 
from Schedule K-1 

30 
31 ( 1 

32 

(c) Passive deduction or loss allowed 
(attach Form 8582 if required) 

33 (a) Name 

(d) Passive income (e) Deduction or loss (9 Other income from 
from Schedule K-1 from Schedule K-1 Schedule K-1 

(b) Employer I identification number 

A I  
BI 

Passive Income and Loss I Nonpassive Income and Loss 

3!j Add columns (d) and (9 of line 34a. . . . . . . . . . . . . . . . . . . . .  
36 Add columns (c) and (e) of line 34b . . . . . . . . . . . . . . . . . . . .  
37 Total estate and trust income or (loss). Combine lines 35 and 36. Enter the result here and 

40 
41 

42 

43 

Net farm rental income or (loss) from Form W .  Also, complete line 
Total income or (IOSS)~ Combine lines 26,32,37,39, and 40. Enter the result here and on Form 1 

Reconciliation of farming and fishing income. Enter your gross 
farming and fishing income reported on Form 4835, line 7; Schedule K-1 
(Form 1065), box 14, code B; Schedule K-1 (Form 112OS), box 17, code 
U; and Schedule K-1 (Form 1041), line 14, code F (see instructions) . . 
Reconciliation for real estate professionals. If you were a real estate 
professional (see instructions), enter the net income or (loss) you reported 
anywhere on Form 1040 or Form 1040NR from all rental real estate activities 
in which you materially participated under the passive activity loss rules . . 

42below . . . . . .  
040. line 17. or Form IMONR. line 18 b 41 I 

Schedule E (Form 1040) 2011 





EXHIBIT 4 



For the year Jan. 1-Dec. 31,201 1, or other tax year beginning ,201 1, ending ,20  
Your first name and initial Last name 

If a joint return, spouse's first name and initial Last name 

See separate instructions. 
Your social security number 
-- ~~ .. ........ ... 

; 
! ;  

Spouse's social security number 

7 Wages, salaries, tips, etc. Attach Form(s) W-2 . . . . . . . . . . . .  
8a Taxable interest. Attach Schedule B if required . . .  

b Tax-exempt interest. Do not include on line 8a . . .  
Attach 9a Ordinary dividends. Attach Schedule B if required . . 
W-2 here. Also 

b Qualified dividends . . . . . . . . . . .  attach Forms 

Income 

Apt. no. Home address (number and street). If you have a P.O. box, see instructions. 

City, town or post office, state, and ZIP code. If you have a foreign address, also complete spaces below (see instructions). 

~ ~ e i g n  postal code Foreign countty name Foreign provincdcounty 

W-2G and 10 Taxable refunds, credits, or offsets of state and local income taxes . . . . . .  
1099-R if tax 11 Alimony received . . . . . . . . . . . . . . . . . . . . .  
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see instructions. 15a IRA distributions . b Taxableamount . . .  

16a Pensions and annuities b Taxableamount . . .  
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not attach, any 
payment. Also, 19 Unemployment compensation . . . . . . . . . . . . . . . . .  
please use 20a Social security benefits 20a I I b Taxableamount . . .  
Form 1040-V. 21 Other income. List type and amount 

. . . . . . . . . .  
Adjusted 24 Certain business expenses of reservists, performing artists, and 
Gross 
Income 25 Health savings account deduction. Attach Form 8889 . 

26 Moving expenses. Attach Form 3903 . . . . . .  
27 Deductible part of self-employment tax. Attach Schedule SE . 
28 Self-employed SEP, SIMPLE, and qualified plans . . 
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30 Penalty on early withdrawal of savings . . . . . . .  
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For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Cat No 113208 
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and on line 6c are correct. 

Presidential Election Campaign 
Check hse if you, or your spouse if filing 
jointly, want $3 to go to this fund. Checking 
a box below will not change your tax or 
refund. YOU u ~ p u s e  

E i 

c Dependents: 
(1) First name Last name 

If more than four 
dependents, see 
instructions and 

(201 1) 

(2) Dependent's (3) Dependent's (4) J if child under age 17 on 6c who: 
mial security number relationship to you qualifying for child tax credit lived with you ___ 

did not live with 
you due to divorce 
or separation 
(see instructions) - 
Dependents on 6c 
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(see instructions) 
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box on line 
39a or 39b or 
who canbe 
claimed as a 
dependent, 
see 
instructions. 

All others: 
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50 
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b Nontaxable combat pay election 
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68 Amount paid with request for extension to file . . . . . 
69 Excess social security and tier 1 RRTA tax withheld . . . . 
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April 20, 2012 WATER UTI LlTY IN D U STRY 1773 
It has been business as usual for most in the 

Water Utility Industry in recent months. There 
hasn't been any major developments to speak of 
since our January review, and the stocks here 
have been more or less holding steady, trading on 
company-specific fundamentals. 

Still, nearly all of those in this space continue to 
deal with increasing infrastructure needs. Many 
water systems in the United States are well-aged, 
and are decaying, thus requiring greater atten- 
tion. Most utilities do not have the finances to 
meet these needs, though, and are having to seek 
out help from outsiders. 

Most industry regulators appear to be doing 
their best to aid water providers, with recent rate 
case rulings having been far more favorable than 
in the past. The regulatory climate will undoubt- 
edly remain a key determinant to this sectors 
success in light of the hundreds of billions of 
dollars that will be needed for maintenance and 
systems repair. 

Still, even with a more favorable regulatory 
environment in place, the expected financing 
costs required will likely remain a drag on the 
industry's growth prospects. This makes timely 
investments usually hard to come by here. 

Industry Backdrop 
Water providers are responsible for the safe and 

timely delivery of water to millions of people each day. As 
a result, those operating in this space are jus t  as 
important as the liquid they provide itself. Population 
growth ought to support healthy demand for the foresee- 
able future. 

And, although purification and distribution standards 
are strict, utilities have been riding the wave of im- 
proved regulatory climate. Indeed, state regulatory 
boards, which are also responsible for, among other 
things, keeping the balance of power between providers 
and customers, have been far more business friendly in 
recent memory. This is extremely important given tha t  
these boards are required to review and rule on general 
rate case requests submitted by providers looking to 
recover costs incurred during distribution. As costs of 
doing business have swelled, so to has their importance 
to the livelihoods of many operating in this group. 

Rising Costs of Doing Business 
As time goes by many already aging water infrastruc- 

Composite Statistics: Water Utility Industry 

2008 I 2009 I 2010 I 2011 1 2012 I 2013 I 115-17 
4004.3 I 4228.9 I 4614.5 1 4640.2 I 4980 I 5225 1 Revenues ($mill) I 6125 
384.1 409.6 501.0 560.5 620 675 Net Profit(Imil1) 850 

38.0% 38.6% 40.0% 39.0% 39.0% 39.0% IncomeTax Rate 39.0% 
1.5% 1.1% 1.0% 1.0% 2.046 5.0% AFUDCX to Net Profit 1O.OOX 

52.0% 55.1% 55.5% 54.5% 525% 51.0"/. Lono-TermDebtRaUo 49.0% 
48.0% 44.9% 54.5% 45.5% 47.556 49.0% Common Equity Ratio 51.0% 

13063.6 114017.6 114724.2 114846.3 I 15425 I 16375 I Total Capital ($mill) I 17575 
15977 3 16910.7 17868.5 18089.9 18975 19925 Net Plant ($mill) 22200 

4.5% 4.4% 4.9% 5.0% 5.5% 65% Return onTotal Cap'l 7.0% 
6.1% 6.5% 7.7% 8.5% 8.5% 8.5% Return on Shr. Equity 9.5% . .  
6.1% 6.5% 7.7% 8.5% 8.5% 8.5% Return on Com Equity 9.5% 
3.0% I 2.1% I 3.1% I 3.5% I 3.5% I 3.5% I Retained to Com Eq I 4.0% 
51% 68% 60% I 57% 55% 54% All Div'ds toNet Prof 52% 

Avg Ann'l PIE Ratio 21.0 20.7 19.3 17.3 
Bold u r e ~ a r s  

1.25 1.29 1.10 w$ Line Relative PIE Ratio 1.40 

INDUSTRY TIMELINESS: 38 (of 98) I 
tures grow older and need repair, or perhaps complete 
overhauls. These costs have soared into the hundreds of 
millions of dollars and are not likely to subside anytime 
soon, without repercussions. A more business-friendly 
regulatory environment is offsetting some of the burden, 
but expenses related to doing business are eating away 
at profit margins. 

Meanwhile, most tha t  operate in this are cash possess 
balance sheets that  are highly leveraged, and cash on 
hand is typically light. External financing has become 
commonplace, but financial constraints still limit poten- 
tial, particularly via acqusition. 

Conclusion 
True, timely issues do not normally litter this group. 

Infrastructure and maintenance costs have historically 
hampered earnings growth rates. We do not envision 
much changing despite what appears to be a far better 
regulatory landscape. The costs of providing safe and 
timely water distribution is jus t  too lofty, and is likely to 
only continue rising. Indeed, providers are now facing 
stricter EPA laws due to the increased threat of terror- 
ism. That said, there are a couple of stocks tha t  buck the 
trend and that a re  favorably ranked for Timeliness. 
American States Water and American Water Works both 
score above average rankings for appreciation potential 
for the coming six to 12 months. Each has been able to 
keep costs in check, while reaping the benefits of in- 
creased rate awards. This is not sustainable in our 
opinion, however, and we believe tha t  growth potential 
will fall in line with the group looking further out. 

Many investors may be enticed by the groups lofty 
dividend, as the stocks in this group offer above average 
yields. But, income-minded investors have far better 
alternatives, specifically in the Electric Utilities space. 
Plus, although not highly likely, we ponder whether the 
aforementioned capital constraints and weak balance 
sheets may force company's to temper current payout 
policies. If so, the industry's prospects would sink fur- 
ther. 

Andre J. Costanza 

~ 

Water Utility 
RELATIVE STRENGTH (Ratio of Industry to Value Line Comp.) 
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1996 1997 1998 1999 2000 2001 

46.0 
42.0% 

11.37 11.44 11.02 12.91 12.17 13.06 

:::: I ;:E I ::: 1 :::: I :::: 1 ::;; 

Net Proffi ($mill) PO 
Income Tax Rate 40.0% 

5.8% I 5.5% I 5.0% I 4.2% I 4.2% I 3.9% 
CAPITAL STRUCTURE as of 12131111 
Total Debt $341.0 mill. Due in 5 Yrs $281.0 mill. 
LT Debt $340.7 mill. LT Interest $24.0 mill. 
(LT interest earned: 5.5~: total interest 
coverage: 5.2~) (45% of Cap'l) 

Leases, Uncapitalized: Annual rentals $3.3 mill. 

Pension Assets-12/11 $92.9 mill. 

FVd Stock None. 

Common Stock 18,848,158 shs 
as of 3108112 

Oblig. $146.1 mill 

58.0% 
770 
985 

7.5% 
10.0% 
10.VA 
5.0% 
51% MARKET CAP $650 million (Small Cap) 

CURRENT POSITION 2009 2010 12/31/11 

Cash Assets 1.7 4.2 1.3 
other 94.3 200.8 164.3 
CurrentAssets - 96.0 - 205.0 - 165.6 

(WILL) 

Common Equity Ratio 630% 
Total Capital ($mill) 805 
Net Plant ($mill) 7080 
Return on Total Cap'l 8.m 
Return on Shr. Equity 17.0% 
Return on Com Equity 11.0% 
Retained to Com Eq 5.5% 
All Div'ds to Net Prof 48% 

A& Payable 33.9 36.2 37.9 
Debt Due 18.1 61.3 .3 

47.7 81.3 66.2 Other 
Current Liab. 99.7 178.8 104.4 

--- 

8.1% 
8.1% 
2.7% 

Fix. Chg. Cov. 312% 428% 401% 
ANNUAL RATES Past Past Est'd ' W 4 1  
ofchange(pwsh) 1OYrs. 5Yrs. to'15-'17 
Revenues 5.0% 7.5% 5.0% 
"Cash Flow" 5.5% 9.5% 5.0% 
Earnings 4.5% 11.5% 6.5% 
Dividends 2.0% 2.5% 4.0% 
Book Value 5.0% 5.0% 4.5% 

9.3% 8.6% 8.2% 11.0% 10.3% 9.5% 
9.3% 8.6% 8.2% 11.0% 10.3% 9.5% 
3.9% 3.1% 3.2% 5.8% 5.2% 4.5% 

cat- I QUARTERLY REVENUES IS mill.) I FUII 

rounding. 
{idends histoncallv oaid in earlv March. 

2011 2.23 

(C) In millions, adjusted for split. Company's Financial Strength B++ 
Stock's Prlce Stabilltv 90 

- 
4 
d ". - 
- 
& ?.&? 
13.78 
2.54 
1.34 
.87 

2.68 
14.05 
15.18 
18.3 
1.00 

3.6% 

209.2 
20.3 

38.9% 

52.0% 

444.4 
563.3 
6.5% 
9.5% 
9.5% 
3.3% 
65% 

BUSll 

- 

- 
- 

- 
- 

._ 
_. 

- 

- 

~ 

*.. ... - 
- - 
llulllll 
2003 

13.98 
2.08 
.78 
.88 

3.76 
13.97 
15.21 
31.9 
1.82 

3.5% 

212.7 
11.9 

43.5% 

52.0% 
48.0% 
442.3 
602.3 
4.6% 

- 

- 
- 

- 
- 

_ _  - 
- 

- 

5.6% 
5.6% - 
NMF 
113% 

- 
26.E 
20.E 

'......*. - - m 
2004 

13.61 
2.23 
1.05 
.89 

-5 i3  
15.01 
16.75 
23.2 
1.23 

3.6% 

228.0 
16.5 

37.4% 

47.7% 
52.3% 
480.4 
664.2 
5.2% 
6.6% 
6.6% 
1.0% 
84% 

- 
- 

- 
- 

_ _  - 

- 

- 

- 
SS: American 

- 
35,' .~ - 

34.e 
24.2 

..:e ...- 

ai 2005 

14.06 
2.64 
1.32 
.90 

4.24 
15.72 
16.80 
21.9 
1.17 

3.1% 

236.2 
22.5 

47.0% 

50.4% 
49.6% 
532.5 
713.2 
5.4% 
8.5% 
8.5% 
2.8% 
67% 

- 
- 
- 

- 
- 

_ _  - 
- 

__ 

- 

- 
ates \E 

I I I 
43.8 46.1 42.0 38.8 39.6 36.4 38.0 
30.3 33.6 27.0 29.8 31.2 30.5 34.1 

2006 I2007 I2008 I2009 I2010 I2011 I2012 
1576 I 17.49 I 18.42 I 19.48 I 21 41 I 2224 I 22.65 

.91 I .96 I tJ: 1 1.01 1 1.04 1 1.10 1 1.16 
3.91 2.89 4.18 4.24 4.26 4.45 

16.64 17.53 17.95 19.39 20.26 21.68 22.50 
17.05 17.23 17.30 18.53 18.63 18.85 19.00 
27.7 24.0 22.6 21.2 15.7 15.7 Boldfls 
1.50 1.27 1.36 1.41 1.00 1.01 ya'u' 

2.5% 2.5% 2.9% 2.9% 3.0% 3.0% er'il 

268.6 301.4 318.7 361.0 398.9 419.3 430 
23.1 I 28.0 I 26.8 I 29.5 I 41.4 I 42.0 I 420 

40.5% 1 42.6% I 37.8% I 38.9% I 43.2% I 41.7% I 42.5% 

750.6 I 776.4 I 825.3 I 866.4 I 855.0 I 896.5 I 940 
6.0% I 6.7% I 6.4% I 5.9% I 7.6% I 6.0% I 7.0% 

67% I 58% 64% I 61% I 47% I 49% I 53% 

Target Price Rang 
2015 I2016 1201' 

48 
40 
32 
24 

16 
12 

136.4 
5yr. 13.3 33.1 

5O.A jAFUDC % to Net Profit I 5.0% 
42.0% ILong-Term Debt Ratio I 37.0% 

ter Co. operates as a holding ers in the city of Big Bear Lake and in areas of San Bernardinc 
company. Through its principal subsidiary, Golden State Water County. Sold Chaparral City Water of Arizona (6111). Has 703 em- 
Company, it supplies water to more than 250,000 customers in 75 ployees. Officers & directors own 2.9% of common stock (411 1 
communities in 10 counties. Service areas indude the greater Proxy). Chairman: Lloyd Ross. President & CEO: Robert J. 
metropolitan areas of Los Angeles and Orange Counties. The C D ~  Sprowls. Inc: CA. Addr: 630 East Foothill Boulevard, San Dimas, 
pany also provides electric utility services to nearly 23,250 custom- CA 91773. Tel: 909-394-3600. Internet: Www.aswater.com. 

advanced marginally in 2011, to $2.23 
a share, a less than 1% increase from the 
previous year. As the company is wrapping 
up its last year with its current rate cycle, 
we anticipate earnings slipping a bit in 
2012, before bouncing back in 2013, a re- 
sult of rate increases and a more favorable 
regulatory environment. 
The Golden State Water's 2013-2015 
general rate case continues, with the 
Division of Ratepayer Advocate filing 
testimony in early February. The DFU 
recommended authorization of 34%, 54%. 
and 58% of all revenue requests for 2013, 
2014, and 2015. Investors should note that 
this case is the company's first to cover all 
three water districts, as  well as the corpo- 
rate office. The subsidiary filed a request 
in June, 2011, for revenue increases of 
$31.3 million, $8.9 million, and $10.8 mil- 
lion for 2013, 2014, and 2015, respectively. 
Management has mentioned an increased 
rate base, as well as declining water sales 
(which leads to a gap in actual collections 
and those needed to  cover costs) as the pri- 
mary reasons for the filing. The ruling is 
antichated bv the end of October, and a 

idvui d u x  s t x L i e i i i c i i ~  wuuiu cunsiuerauiy 
boost the top and bottom lines until mid- 
decade. 
The California cost of capital proceed- 
ing remains the company's main 
focus. It  is likely that the utilities will re- 
ceive a 9.99% allowed ROE, with Golden 
State Water's equity layer increasing to 
55% (from 51%). The final decision is ex- 
pected to come by the end of April, and, if 
unfavorable, American States Water and 
its peers will quite likely push for a fully 
litigated proceeding, extending the case to 
the end of 2012. 
The company is expanding into 
several nonregulated areas, with mili- 
tary bases being the main focus. The 2012 
National Defense Authorization Act 
(signed into law December, 2011) partially 
removes the complicated regulations sur- 
rounding the bidding process, which were 
the company's biggest obstacles. As a re- 
sult, expansion into this area should begin 
by yearend. 
There are better options in the indus- 
try, as the equity's appreciation potential 
and dividend yield are inferior to its peers. 
Sahana Zutshi A m i 1  20. 2012 
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Pfd Stock None 

8 2 3  8 3 9  867  
92.2 126.2 113.9 
--- 

the top line to fall more than 2%. despite However, we worry that a fair share 
the benefits of earlier rate increases of the aforementioned gains could be 
awarded by the California Public Utilities erased by the rising costs of doing 
Commission (CPUC). Operating costs, business. The water utility business is 
meanwhile, continued to soar, with ex- capital-intensive. Maintenance expenses 
penses increasing across the board. As a are high, and likely to continue climbing 
result, the company posted a share gain of as old waterways become antiquated and 
$0.04. less than a quarter of our estimate in need of repair or replacement. CWT has 
and a third of the year-before tally. 

sion’s Division of Ratepayer Advocates 
have settled a cost-of-capital request for 
2012-2014. It is just  awaiting final ap- 
proval from the CPUC. If signed off on. as 
we expect, CWTs authorized return on 
equity would be 9.99%. with the cost of 



.94 I 1.02 I 1.02 I 1.19 I .99 I 1.18 

.XI I .67 I .71 I .76 1 .51 1 .6E 

.55 I .57 I .58 I .60 1 .61 I .62 
73 I 1.20 I 2.68 I 2.33 I 1.32 I 1.25 

1.00 1.87 
6.4% 6.3% 5.4% 4.4% 4.2% 3.8% 

CAPITAL STRUCTURE as of 12/31/11 
Total Debt $136.7 mill. Due in 5 Yrs $25.0 mill. 
LT Debt $132.1 mill. LT Interest $6.0 mill. 
(LT interest coverage: 4.5~) 

Pension Assets-12/11 $32.2 mill. 

Pfd Stock $3.4 mill. pfd Div’d: $ 2  mill. 

(43% of Cap’l) 

Obllg. $56.2 mill. 

Common Stock 15,703,480 shs 
as of 3/05/12 I 
MARKET CAP $275 million (Small Cap) 
CURRENT POSITION 2009 2010 12/31/11 

17.7 20.3 19.8 
Current Assets 22.0 22.8 22.9 

--- Other 

Acds Payable 
Debt Due 
Other 
Current Liab. 
Fix. Chg. Cov. 
ANNUAL RATES 

“Cash Flow” 
Earnings 
Dividends 
Book Value 

endar Mac31 JIJI?. 30 Sep. 30 Dee. 31 
2W 20.6 23.1 25.5 22.0 
2010 21.6 26.5 29.6 25.0 
2011 24.0 26.1 28.7 23.3 
2012 25.0 27.0 31.0 27.0 

?tZfe(YI) 

Cat- QUARTERLY REVENUES ($mill.) 

2011 

,183 ,183 ,183 ,185 

- 
Full 
Year 

91.: 
102: 
102.’ 
110 
115 
Full 
Year 

.72 

.96 

.84 

.95 
1.05 
Full 
Year 

.70 

.71 

.72 
.73 

- 

- 
- 

- 
- 

.73 .61 .73 .71 .82 .87 .89 .72 .% .84 .95 1.05 Earnings persh A 1.2: 

.63 .65 .66 .67 .68 .69 .70 .71 .72 .73 .74 .75 Div’d Ded’d per sh 8. .8( 
1.59 1.87 2.54 2.18 2.31 1.66 2.12 1.49 1.90 1.50 1.90 215 Cap’l Spendingpersh 2.61 
7.39 7.60 8.02 8.26 9.52 10.05 10.03 10.33 11.13 11.27 11.25 11.35 BookValueoersh 11.46 

1.28 1.71 1.39 1.46 1.23 1.15 1.19 1.40 1.13 1.32 1.15 
Avg Ann’l Dw’d Yield 4.3% 3.7% 3.5% 3.4% 3.5% 3.7% 3.7% 4.0% 4.7% 4.2% 4.2% 

61.9 64.1 71.0 74.6 81.1 86.1 91.0 91.2 102.7 102.0 110 115 Revenues($mill) 145 

33.3% 32.8% 31.1% 27.6% 33.4% 32.6% 33.2% 34.1% 32.1% 32.5% 32.0% 32.WlncomeTaxRate 32.0% 

Ej:::; RerativePIERatio 

7.8 6.6 8.4 8.5 10.0 11.8 12.2 10.0 14.3 13.5 15.0 17.0 NetProfit($mill) 21.5 
~. _ _  _ _  _ _  _ -  - -  - -  - -  I .- I 6.8% I 7.5% I 7.5% I 7.5% IAFUDC’X toNet Profit I 7.0% 

I 39.0% 52.1% I 53.8% I 53.8% I 55.3% I 49.5% I 49.0% I 45.6% I 46.6% I 43.1% I 43.0% I 42.0% I 41.W Ilona-Ten Debt Ratio 
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BUSINESS: Middlesex Water Company engages in the ownership 2011, the Middlesex System accounted for 64% of total revenues. 
and operation of regulated water utility systems in New Jersey, Del- At 12/31/11, the company had 289 employees. Incorporated: NJ. 
aware, and Pennsylvania. It also operates water and wastewater President, CEO, and Chairman: Dennis W. Doll. Officersldirectors 
systems under contract on behalf of municipal and private clients in own 3.39% of the common stock; BlackRock, 6.2%; The Vanguard 
NJ and DE. Its Middlesex System provides water services to 60,000 Group, 5.4% (4112 proxy). Address: 1500 Ronson Road, Iselin, NJ 
retail customers, primarily in Middlesex County, New Jersey. in 08830. Tel.: 732-634-1500. Internet: www.middlesexwater.com. 

Middlesex Water’s bottom line 
weakened in 2011, with reported earn- 
ings of $0.84 a share, a decline of 12.5% 
from the previous year. Lower connection 
fees (due to the depressed housing market) 
along with a decline in water consumption 
were the main causes for the fall. Despite 
the fall, the utility should bounce back in 
2012, supported by an improving economy 
and several favorable rate rulings. 
Several rate cases should help the 
bottom line recover in 2012. The com- 
pany is a t  the end of its current rate cycle 
for its two largest utilities, and has filed 
for rate hikes in both New Jersey and Del- 
aware. Thus far, an interim 10.5% rate in- 
crease has been implemented, and the fil- 
ings should bear fruit by the end of 2012 
(though it is quite likely that the full im- 
pact will be felt from 20 13 onward). 
The company is investing heavily in 
its plants at this time. Management 
plans to spend a considerable amount to 
upgrade Middlesex’s water distribution in- 
frastructure. To this end, it has already in- 
vested over $3 million in upgrading sys- 
tems in Edison, NJ (part of its annual 
RENEW program). The heavy investment 

should give the company considerable lev- 
erage for its next New Jersey general rate 
case, which is scheduled for 2014. Should 
the ruling be favorable, the top and bottom 
lines are likely to receive a considerable 
boost from mid-decade on. 
Strong cost control should work to lift 
earnings, as well. Middlesex has been 
working on making its various segments 
leaner and more cost efficient in order to 
combat the decline in water consumption. 
To this end, operations and maintenance 
expenses have been most heavily targeted, 
and were down 3% year over year. That 
said, we remain concerned that going for- 
ward these efforts might not be enough to 
combat the rising costs from employee 
healthcare and post-retirement benefit 
plans, which show no sign of abating in 
the future. 
Investors will find better options else- 
where, as  this equity is currecently trad- 
ing within our Target Price Range. How- 
ever, the stocks above-average dividend 
yield, combined with the strong likelihood 
of rising payouts, should interest income 
investors. 
Sahana Zutshi ApriI 20, 2012 
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expect earnings growth to remain on an the Keystone state under its belt. and we 
upward trend, albeit at a slower pace. expect the figure to be much higher by the 
There are several rate cases in the end of the year, given the company's 
mix for the company. Currently, Aqua strong balance sheet and solid position in 
America has 12 general rate requests in the industry. 
seven states. for over $65 million. Given The long term looks bright for now. In 
the company's history with rate rulings, addition to the growing customer base, 
favorable outcomes are anticipated across management is diversifying via its Mar- 
the board. In addition to the rate cases cellus Shale project (a joint venture with 
mentioned, Aqua America is planning on Penn Virginia Resource to construct and 
filing seven more cases throughout 2012, operate a $24 million private pipeline to 
for base rate relief as  well as infrastruc- supply fresh water to drilling operators), 
ture surcharge filings. All in all, in the which is proceeding on schedule and 
best-case scenario, these rulings are set to within budget. The first segment was 
boost the top and bottom lines considerab- anticipated to be operational by the start 

of the second quarter. 

pany has completed more than 250 deals ly trading close to our Target Price Range. 
over the last 15 years, and does not plan However, income investors might be inter- 
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NATURAL GAS UTILITY 

3300 

540 
Stocks in Value Line’sNatural Gas Utility Indus- 

try did not, for the most part, participate in the 
recent stock market rally (fueled partially by up- 
beat consumer confidence data). But that’s not 
surprising, since these equities are typically 
viewed as income vehicles. That quality can pro- 
vide some much-needed stability during periods 
of market turbulence, as was the case during the 
last year. 

The Economic Situation 
During the final quarter of 2011, U.S. GDP growth 

was a not-too-spectacular 3%, aided by a rebuilding of 
inventories, increased commercial construction, plus de- 
creased imports. Nevertheless, the economy is not out of 
the woods yet, given ongoing softness in the housing 
sector and the high unemployment rate (hovering 
around 8% at present). A rise in the price of gasoline does 
not help matters, either. A t  this juncture, we believe tha t  
GDP growth will stay moderate throughout the remain- 
der of 2012. In this environment, customers have been 
focusing on energy conservation, which, of course, bodes 
ill for the revenues of the companies included in the 
Natural Gas Utility Industry. 

A Key Merger 
AGL Resources, serving more than 2.3 million custom- 

ers across several states, including Georgia, Virginia, 
Tennessee, and Florida, recently completed its acquisi- 
tion of Nicor Inc., with more than 2.2 million customers 
in Illinois. Under the terms of the transaction, valued at 
more than $2 billion, AGL paid $21.20 in cash or .8382 of 
a share of AGL stock for each Nicor share. This move 
created the largest natural gas distributor in the United 
States. Another plus is tha t  the two companies’ nonregu- 
lated units a re  somewhat complementary. Finally, de- 
cent cost savings a re  likely down the road. 

Nonregulated Activities 
A number of the companies here a re  investing in the 

nonregulated arena (which includes pipelines and en- 
ergy marketing & trading) and it appears that trend will 
continue for years to come. Indeed, these businesses 
provide opportunities for utilities to broaden their in- 
come streams. The fact that  nonregulated segments can 
provide upside to share net is noteworthy, given that the 
return on equity is set  by the regulatory state commis- 

Composite Statistics: Natural Gas Utility I 
2008 I 2009 1 2010 I 2011 I 2012 I 2013 I 
44207 I 34909 I 34089 I 36250 I 42500 I 48000 I Revenues ($mill) 

115-17 
I 63000 

59% 
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.33 

4.2% 
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__ 

61 % 
12.8 
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4.8% 
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Hi 1 6f% 1 6 2 % 1  62% 1 All Oiv’ds toNet Prof 1 65% 1 ,, ~~ aR Avg Ann‘l PIE Ratio 15.0 
E’,, :g Relative PIE Ratio 1.00 

4 3% Avg Ann’l Oiv‘d Yield 4.5% 
402% 400% 390% 395% Fixed Charae Coveraae 405% 

I INDUSTRY TIMELINESS: 61 (of 98) I 
sions (usually in the 10%-12% range) on the regulated 
divisions. I t  should also be mentioned tha t  results for 
companies with bigger nonregulated units could be more 
volatile than companies with a greater emphasis on the 
more stable utility segment. 

Weather 
Weather is a factor that  affects the demand for natural 

gas, especially from small commercial businesses and 
consumers. Not surprisingly, earnings for utilities are 
susceptible to seasonal temperature patterns, with con- 
sumption normally at its peak during the winter heating 
months. Unseasonably warm or cold weather can cause 
substantial volatility in quarterly operating results. But 
some companies strive to counteract this exposure 
through temperature-adjusted rate mechanisms, which 
are available in many states. Therefore, investors inter- 
ested in utilities with more-stable profits from year to 
year are advised to look for companies tha t  hedge this 
risk. 

Dividends 
The main appeal of utility equities is their generous 

levels of dividend income. At the time of this writing, the 
average yield for the 11 companies in our group was 
about 3.6%, considerably higher than the Value Line 
median of 2.2%. Standouts include AGL Resources, Ni- 
Source Inc., Laclede Group, and Atmos Energy. When 
the financial markets are turbulent, healthy dividend 
yields tend to act as an  anchor, so to speak, in this 
category. 

Conclusion 
The Natural Gas Utility group is presently ranked in 

the bottom half of all industries tracked by Value Line, in 
terms of Timeliness. Nevertheless, these shares a re  most 
suitable for income-oriented investors with a conserva- 
tive bent (given that a number of these issues are ranked 
favorably for Safety and earn high marks for Price 
Stability). All told, our readers are advised to consider 
the individual reports before making a commitment. 

Frederick L. Harris, III 

Natural Gas Utility 
RELATIVE STRENGTH (Ratio of Industry to Value Line Cornp.) 
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6.14 6.54 3.42 3.90 4.10 Cad1 SDendinaDersh 4.95 

2317.0 I 2373.0 I 2338.0 I 2700 I 2750 /Revenues ($mill) A I 3300 
222.0 1 234.0 172.0 I 385 1 410 Profit ($mi; 1 :49; 35.2% 35.9% 40.2% 40.0% 40.0% IncwneTaxRate 40.0% 
9.6% 9.9% 7.4% 14.2% 14.9% Net Profit Margin 15.0% 

52.6% 48.0% 52.0% 50.0% 48.W LongTerm Debt Ratio 
47.4% 52.0% 48.0% 50.O.h 52.0% CommonEqui Ratio 57.0% 
3754.0 3486.0 8238.0 8300 8385 Total CaDital h i l l )  
4146.0 4405.0 7900.0 7990 8090 Net PlA($m’ill) ’ 8320 
6.9% 7.6% 3.0% 5.5% 6.0% Return on Total Cap’l 6.5% 

12.5% 12.9% 52% 11.0% 11.0% ReturnonShr.Eauitv 12.0% 
12.5% I 12.9% 1 5% I 11.0% I 11.O.h IReturnonComEquh I 120% 
5.3% I 5.6% I .7% I 4.5% I 5.0% IRetainedtoComEa I 6.0% 
57% I 57% I 86% I 57% I 54% IAIIDiv‘dstoNetProf 1 49”h 

Resources Inc. is a Dublic utilitv hddina cornea- lated subsidiaries: Georaia Natural Gas markets natural oas at 
- 

26.0 24.0 69.0 BUSlb 
(SMIU) 

Cash Assets 
Other 1974.0 2138.0 2677.0 ny. Its distribution subsidiaries indude Atlanta Gas Light, Chat- 
current Assets 2000.0 2162.0 2746.0 tanocga Gas, Eliibethtown Gas, and Virginia Natural Gas. The 

Accts Payable g:;:: lA$$: utilities have more than 2.3 million customers in Georgia, Virginia, Debt Due Tennessee, New Jersey, Florida, and Maryland. Engaged in non- 
1772.0 2428.0 30&4.0 regulated natural gas marketing and other allied services. Deregu- 

Other 
Current Liab. 
Fix. Chg. Cov. 515% 501% 325% . AGL Resources completed its merger 
ANNUALRATES Past Past Est‘d’08-’10 with Nicor Inc., on December 9, 2011, 
ofchange(peW 10Yrs. 5 Y s  $’f5.’17 making it the largest natural gas-only dis- 
Revenues 
“CashFlow” :;$ -:;:; tribution company in the country. In ac- 
Eamings 9.0% 4.5% 5.5% cordance with the agreement. each share 
Dividends 5.0% 7.5% 2.0% of Nicor stock was converted into a ,8383 

share of AGL Resources common stock (or Book Value 

Cat- QUAR~~YREVENUES($miI I . )A FUII $21.20 in cash). The mer ed entity, which 
endar Mar.31 Jun.30 W . 3 0  D e ~ 3  Year changed its ticker symbof to GAS (Nicor’s 
2009 995.0 377.0 307.0 638.0 2317.0 original s mbol), now has a market value 
2010 1003 359.0 346.0 665.0 2373.0 of about l4.6 billion. and serves about 4.5 
2011 878.0 375.0 295.0 790.0 2338.0 million utility customers in seven states. 
2012 ‘200 390 4w 710 2700 AGL Resources also modified its segments 
2013 ‘250 4‘0 420 670 2750 post-merger, and now has five main 
Cat- EARNINGS PER WWAB Full businesses: Distribution Operations, 

endar Mar31 Jun.30 SeP.30 Dec.31 Year Retail Operations, Wholesale Operations, 
2009 1.55 .26 .16 .91 2.88 Midstream Operations, and Other. The 
2010 1.73 .17 .29 .81 3.00 deal also combines the non regulated 
2011 1.59 .23 d.04 .34 2.12 businesses of the two companies, and man- 
2012 ta .35 A0 .85 325 agement has created a retail segment set 

Cal- QUARTERLY DIVIDENDS PAID Full Management announced a dividend 
endar Mar.31 Jun.30 Sep.30 Dec.31 Year increase. The board of directors approved 
2008 .42 .42 .42 .42 1.68 a $0.01-per-share hike, resulting in an an- 
2009 .43 .43 .43 .43 1.72 nual dividend rate of $1.84. Investors 
2010 .44 .44 .4 .4 1.76 should note that in accordance with the 
2011 4 5  55 1.90 pro forma dividends announced during the 
2012 .36 .46 merger, shareholders received a pro rata 

933,0 1212.0 1452.0 --- 

7.0x 5.5x 6.0% 

2013 1.70 .40 .50 .85 3.45 to Serve Over one million, 

retail. Sold Utilipm. Yi. Acquired Compass Energy S&ices, 
10107. BlackRock Inc. owns 7.9% of common stock; off./dir.. less 
than 1.0% (3111 Proxy). Pres. & CEO: John W. Somerhalder II. 
Inc.: GA. Addr.: Ten Peachtree Place N.E.. Atlanta, GA 30309. Tel- 
ephone: 404-584-4000. Internet: www.aglresources.com. 

dividend of $0.36, from December 9, to 
Februarv 17. Previously, shareholders 
received-a pro rata dividehd of $0.0989 for 
the stub period. The dividend hike is keep- 
ing with the long-term underlying trend, 
and we do see this continuing. 
The long term looks steady at this 
point. AGL Resources had several favor- 
able rate rulings in the previous years, 
and expects a considerable boost to reve- 
nue going forward. In addition, the merger 
with Nicor has made it the largest natural 
gas distributor in the country, establishing 
a dominant presence in the Midwest. Our 
2012 earnings estimate reflects a normal- 
ized rate of profitability, with modest 
growth set for 2013. The slow growth pat- 
tern should continue out to mid-decade, 
assuming demand for utility services rises 
in line with the rate of population increase 
in the company’s service territories. Post 
merger corporate finances are in respect- 
able shape. 
This neutrally ranked equity will ap- 
peal most to income investors with its 
above industry-average dividend yield, and 
high likelihood of future hikes. 
Sahana Zutshi March 9, 2012 

I I I I 

A) Fiscal year ends December 31st. Ended A 
ieotember 30th Mor to 2002. earninos mor t  due late April. $1918 million, $16.40/share. Stock’s Price Stabilltv 100 

$0.13; ’01, $0.13; ‘03, ($0.07); ‘08, $0.13. Next available. (0) lndudes intangibles. In 2011: Company’s Financial Strength 

B) Diluted earnings per share. Exd. nonrecur- (C) Dividends historically paid early March. 
inq qains (losses): ‘95, ($0.83); ‘99, $0.39; ‘00, I June.’iept: and Dec. m Div’d reinvest plan 

(E) In millions. I Price Growth Persistence 70 I ’  Earnings Predictability 95 

http://www.aglresources.com
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Atmos Energy's history dates back tc 
1906 in the Texas Panhandle. Over the 
years, through various mergers, it became 
part of Pioneer Corporation, and, in 1981. 
Pioneer named its gas distribution division 
Energas. In 1983, Pioneer organized 
Energas as a separate subsidiary and dis. 
tributed the outstanding shares of Energas 
to Pioneer shareholders. Energas changed 
its name to Atmos in 1988. Atmos acquired 
Trans Louisiana Gas in 1986, Western Ken 
tucky Gas Utility in 1987, Greeley Gas in 
1993, United Cities Gas in 1997, and others. 
CAPITAL STRUCTURE as of 12/31/11 
M a l  Debt $2596.3 mill. Due in 5 Y n  $960.0 mill. 
LT Debt $2206.2 mill. 
ILT interest earned: 3.1~: total interest 

LT Interest $120.0 mill. 

bverage: 3.1~) 
Leases, Uncapitalized Annual rentals $17.7 mill. 
pfd Stock None 
Pension Assets-9/11 $280.2 mill. 

Common Stock 90.364061 shs. 
Oblig. $429.4 mill. 

as of 11/14/11 
MARKET CAP $2.8 billion (Mid Cap) 
CURRENT POSITION 2010 2011 12/31/11 

($MILL.) 
Cash Assets 132.0 131.4 85.2 

743.2 879.6 1176.0 Other 
Current Assets 875.2 1011.0 1261.2 

--- 
iccts Payable 266.2 291.2 432.3 
Debt Due 486.2 208.8 390.1 

413.7 367.6 357.4 Other 
Current Liab. 1166.1 867.6 1179.8 
Fix. Chg. Cov. 440% 432% 435% 
ANNUAL RATES Past Past Est'd '0941 
ofchange(persh) 10Yrs. 5Yn. to'15'17 
Revenues 6.5% -3.5% 3.5% 
"Cash Flow" 4.5% 4.5% 3.5% 
Earnings 7.0% 4.0% 4.0% 
Dividends 1.5% 1.5% 1.5% 
Book Value 6.5% 4.5% 6.0% 

--- 

Fk-1 QUARTERLY REVENUES ($ mill.)A Full zi:; Dec.31 Mar.31 Jun.30 Sep.30 $E 
2009 1716.3 1821.4 780.8 650.6 4969.1 
2010 1292.9 1940.3 770.2 786.3 4789.7 
2011 1133.3 1581.5 843.6 789.2 4347.6 
2012 1101.2 1610 870 793.8 4375 
2013 1205 1700 850 805 4560 
Fiscal EARWNGS pER SHARE A B E Full z;:; Dec.31 Mar.31 Jun.30 Sep.30 z g  
2009 3 3  1.29 .02 d.17 1.97 
2010 1.00 1.17 d.03 .02 2.16 
2011 .81 1.40 .W .01 2.26 
2012 .72 1.47 .09 .02 2.30 
2013 .87 f.43 .07 .03 2.40 

Gal- QUARTERLY DIVIDENDS PAID% FUII 
endar Mac31 Jun.30 Sep.30 Dec.31 Year 
2008 ,325 ,325 ,325 .33 1.31 
2009 .33 .33 .33 ,335 1.33 
2010 ,335 ,335 ,335 .34 1.35 
2011 .34 .34 .%I ,345 1.37 
2012 3 5  

1.45 1.71 1.58 1.72 2.00 1.94 2.00 1.97 2.16 2.26 2.30 240EarningspershAB 2.71 
1.18 1.20 1.22 1.24 1.26 1.28 1.30 1.32 1.34 1.36 1.38 1.40 Div'dsDecl'dpcrshCa 1.4 
3.17 3.10 3.03 4.14 5.20 4.39 5.20 5.51 6.02 6.90 7.60 7.90Cap'lSpendingpersh 8.81 

13.75 16.66 18.05 1990 20.16 22.01 22.60 23.52 24.16 24.98 27.55 29.95 BookValuenersh 34.6! 
41.68 j 51.48 j 62.80 j 80.54 j 81.74 j 89.33 j 90.81 j 92.55 j 90.16 j 90.30 j 90.50 j 91.00 jcommonshsoutst~go j f03.01 
15.2 I 13.4 I 15.9 I 16.1 I 13.5 I 15.9 I 13.6 I 12.5 I 13.2 I 14.4 I eO/dflu&manr IAva Ann'lPERatio I 1 u  
.a ,76 .M .86 .73 .M 32 .83 .84 .90 vsru. Reiatiie PIE Ratio .8! 

5.4% 5.2% 4.9% 4.5% 4.7% 4.2% 4.8% Avg Ann'l Div'd Yield 4.2% 5.3% 4.7% 4.2% 

950.8 2799.9 2920.0 4973.3 6152.4 5898.4 7221.3 4969.1 4789.7 4347.6 4375 4560 Revenuer($mill)A 650( 
59.7 79.5 86.2 135.8 162.3 170.5 180.3 179.7 201.2 199.3 210 220 Net Profit($mill) . 28( 

37.1% 37.1% 37.4% 37.7% 37.6% 35.8% 38.4% 34.4% 38.5% 36.4% 38.5% 38.5% IncomeTaxRate 38.% 

estiirs'es 

6.3% 2.8% 3.0% 2.7% 2.6% 2.9% 2.5% 3.6% 4.2% 4.6% 4.8% 4.8% Net Pmft Margin 4.3% 
53.9% 50.2% 43.2% 57.7% 57.0% 52.0% 50.8% 49.9% 45.4% 49.4% 49.5% 49.5% Long-Term Debt Ratio 49.0% 
46.1% 49.8% 56.8% 42.3% 43.0% 48.0% 49.2% 50.1% 54.6% 50.6% 50.5% 50.5% Common Equity Ratio 51.0% 
1243.7 1721.4 1994.8 3785.5 3828.5 4092.1 4172.3 4346.2 3987.9 4461.5 4940 5400 Total Capital [$mill) 7oW 
1300.3 1516.0 1722.5 3374.4 3629.2 3836.8 4136.9 4439.1 4793.1 5147.9 5400 5700 Net Plant ($mill) ' 6706 

6.8% 6.2% 5.8% 5.3% 6.1% 5.9% 5.% 5.9% 6.9% 6.1% 6.0% 5.5% ReturnonTotalCap'l 5.5% 
10.4% 9.3% 7.6% 8.5% I 9.8% 8.7% 8.8% 8.3% 9.2% 8.8% 8.5% 8.0% ReturnonShr.Eauitv 6.0% 
10.4% I 9.3% I 7.6% 1 8.5% I 9.8% I 8.7% I 8.8% I 8.3% I 9.2% I 8.8% I 6.5% I 8.0% /Returnon Com Equh 1 PO% 
1.9% I 2.8% I 1.7% 1 2.3% I 3.6% I 3.0% I 3.1% I 2.7% I 3.5% I 3.3% I 3.5% I 3.5% /Retained toCom Eq I 3.5% 
82% I 70% I 77% 1 73% I 63% I 65% I 65% I 68% I 62% I 62% I 59% I 58% lAll Div'dstoNet P&f I 54% 

BUSINESS: Atmos Energy Corporation is engaged primarily in the tial; 32%. commercial; 7%, industrial; and 4% other. 2011 deprecia- 
distribution and sale of natural gas to over three million customers tion rate 3.3%. Has around 4,750 employees. Gfficers and directors 
via six regulated natural gas utility operations: Louisiana Division, own 1.5% of common stock (12/11 Proxy). President and Chief Ex- 
West Texas Division, Mid-Tex Division, Mississippi Division, ecutive Officer: Kim R. Codtlin. Inc: Texas. Address: Three Lincoln 
Colorado-Kansas Division, and KentuckyMd-States Division. Com- Centre, Suite 1800, 5430 LBJ Freeway, Dallas, Texas 75240. Tele- 
bined 201 1 gas volumes: 281.5 MMd. Breakdown: 57%, residen- phone: 972-9369227. Internet: www.atmosenergy.com. 

Atmos Energy Corporation began fis- 
cal 2012 (ends September 30th) on a 
sour note, compared to the first quarter 
of the previous year. The performance of 
the nonregulated segment was hurt by un- 
favorable pricing conditions in the natural 
gas market. To make matters worse, the 
natural gas distribution unit encountered 
a rise in operating expenses (including 
those pertaining to  legal and depreciation 
& amortization). 
But we expect better things for the 
Texas-based company as the year 
progresses. That should be attributable 
partially to ratemaking activity for the 
natural gas distribution segment. More- 
over, the regulated transmission and 
storage unit should continue to shine, 
made possible by higher throughput. The 
nonregulated operation may lag a while 
longer, though. 
All told, share net might well advance 
by several pennies, to $2.30, for the 
new fiscal year. Assuming additional ex- 
pansion of operating margins. the bottom 
line stands to reach $2.40 a share in fiscal 
20 13. 
Prospects over the 2015-2017 span do 

_____ 

not appear exciting. The utility segment 
ranks as one of the nation's largest natu- 
ral gas-only distributors. And we believe 
that the unregulated units have decent 
overall growth possibilities, present 
troubles aside. Too, the company will prob- 
ably resume its successful strategy of pur- 
chasing less efficient utilities and shoring 
up their profitability through expense- 
reduction initiatives, rate relief, and ag- 
gressive marketing efforts. But given our 
exclusion of future acquisitions, annual 
share-net increases could only be in the 
mid-single-digit range over the next three 
to five years. 
The main attraction here is the divi- 
dend yield, which is among the highest of 
all gas utility equities tracked by Value 
Line. Our long-term projections indicate 
that further (albeit, modest) increases in 
the well-covered distribution are likely. 
Other pluses for the stock include a 2 
(Above Average) Safety rank and an excel- 
lent rating for Price Stability. 
Meanwhile, Atmos Energy shares are 
a Below Average (4) selection for 
Timeliness. 
Frederick L. Harris, 111 March 9. 2012 

4) i-iscai year enas sepr. durn. (a) uiiurea egs. rpr. aue eany May. (c) uiviaenas nbron- (uj in miiiions. 
hrs. Exd. nonrec. items: '03, d17$; '06, dl8$; cally paid in early March, June, Sept.. and Dec (E) Ptrs may not add due to change in shrs 
17, d2$; '09, 124; ' I O .  51; '11, ( l l ) .  Excludes a Div. reinvestment plan. Direct stock purchase outstanding. 
iscontinued operations: '1 1, IO$;  '12, 3$. Next plan avail. 
0 2012, Value Line FuMahi LLC A8 ' hts resewed. Fadual material is &akd ham w c e s  believed to be reliaMe and is povided wiU~aul warranws d any kind. 
THE PUBLISHER IS NOT R ~ P O N S I B L E ~ O R  ANY ERRORS OR OMISSONS HEREIN. This blication is midly fw subscriber's WM mn-commercial mlemal use. No pan 
of 1 may be reproduced. r e d .  slaed a banmined in any printed. electronic a Omer form. M use& generating a markdng ar?y printed &eledronic publicaiim. &e a product 



1.34 

2013 
Fiscal 

zi:L 
2009 
2010 
2011 
2012 
2013 
cai. 

13.72 14.26 14.57 14.96 14.99 15.26 
17.56 17.56 17.63 18.88 18.88 18.88 
11.9 12.5 15.5 15.8 14.9 14.5 

430 550 340 265 1585 
EARNINGSPERSHARE * B F  Full 

Dec.31 Mar.31 Jun.30 Sep.30 'k;' 
1.42 1.40 .31 d.22 2.92 
1.03 1.26 .21 d.07 2.43 
1.05 1.25 39 d.13 2.86 
1.12 1.35 .35 d.12 2.70 
1.11 1.38 .40 d.09 2.80 
WARTERLY DIVIDENDS PAID C FUII 

I .75 I .72 I .81 I .90 I .97 I .74 

'08, 94$. Next earnin s report due late 

97, then diluted. Excludes nonrecuning loss: Jan y, April, July, and October. Dividend 
'06. 7d. Excludes oain from discontinued ooer- reinvestment Dlan available. ID) Ind. deferred 

{B) Basedbn average shares outstanding thru. Apr C) Dividends historicaffy paid in early 

5.6% I 5.6% I 5.4% I 5.8% I 6.6% I 5.7% 
CAPITAL STRUCTURE as of 12/31/11 

charges. In '11: $429.9 mill., $19.17/sh. Company's Financial Strength B + t  
(E) In millions. Stock's Price Stability 100 
(F) Qtly. egs. may not sum due to rounding or 50 
chanae in shares outstanding. Earninas Predictabilitv 80 

Price Growth Persistence 

Total Debt $452.4 mill. Due in 5 Yrs $70.0 mill 
LT Debt $339.4 mill. LT Interest $20.0 mill. 
(Total interest coverage: 4.7~) 

Leases, Uncapitalized Annual rentals $.9 mill. 
Pension Ass&-9/11 $248.0 mill. 

Pfd Stock None 
Common Stock 22,486,439 shs. 
as of 1/26/12 

Oblig. $384.2 mill. 

MARKET C A P  $925 million (Small Cap) 
CURRENT POSITION 2010 2011 12/31/11 

ISMILL.\ 
Cas'KLYets 86.9 43.3 44.6 

327.3 325.8 370.9 Other 
Current Assets 414.2 369.1 415.5 

--- 

I Current Liab. 
Fix. Chg. Cov. 
ANNUAL RATES 
of change (per sh) 
Revenues I "Cash Flow" 
Earnings 
Dividends 
Book Value 

95.6 96.6 94.3 
154.6 46.0 113.0 
83.7 89.3 115.9 
333.9 231.9 323.2 
--- 
391% 463% 430% 

Past Past Est'd '09-'11 

1603.3 
I 2012 1410.9 535 335 269.1 

eider I Mar.31 Jun.30 Sep.30 Dec.31 I Yiar 
2008 I .375 .375 ,375 ,375 I 150 . .  

12012 I ,415 
(A) Fiscal vear ends Seot. 30th. I atio 

1.35 1.40 
2.36 

15.07 15.65 16.96 17.31 18.85 19.79 22.12 23.32 
18.96 19.11 20.98 21.17 21.36 21.65 21.99 22.17 
20.0 13.6 15.7 16.2 13.6 14.2 14.3 13.4 
1.09 .78 .83 .86 .73 .75 .86 .89 
5.7% 5.4% 4.7% 4.4% 4.3% 4.4% 3.9% 3.9% 
755.2 1050.3 1250.3 1597.0 1997.6 2021.6 2209.0 1895.2 
22.4 34.6 36.1 40.1 50.5 49.8 57.6 64.3 

35.4% 35.0% 3.8% 34.1% 32.5% 33.4% 31.3% 33.6% 
3.0% 3.3% 2.9% 2.5% 2.5% 2.5% 2.6% 3.4% 
47.5% 50.4% 51.6% 48.1% 49.5% 45.3% 44.4% 42.9% 
52.3% 49.4% 48.3% 51.8% 50.4% 54.6% 55.5% 57.1% 
546.6 605.0 737.4 707.9 798.9 784.5 876.1 906.3 
594.4 621.2 646.9 679.5 763.8 793.8 823.2 855.9 
6.0% 7.4% 6.6% 7.6% 8.4% 8.5% 8.1% 8.7% 
7.8% I 11.5% I 10.1% I IO.% I 12.5% I 11.6% I 11.8% I 12.4% 
7.8% 11.6% 10.1% 10.9% 12.5% 11.6% 11.8% 12.4% 
NMF 3.1% 2.7% 3.1% 5.1% 4.3% 5.2% 5.9% 
113% 74% 73% 72% 59% 63% 56% 53% 

I 1 I I I ! I 

BUSINESS Ladede Group, Inc., is a holding company for Laclede 
Gas, which distributes natural gas in eastern Missouri. including the 
city of St. Louis, St. Louis County, and parts of 10 other counties. 
Has roughly 625,000 customers. Purchased SMLP Utility R e  
sources, 1/02; divested, 3/08. Utility therms sold and transported in 
fiscal 2011: 1.1 bill. Revenue mix for rwulated oDerations: residen- 

RELATIVE 
PIERATIO 0 . 9 9 I K W  - 

37.8 
302 

2010 
77.83 
4.1 1 
2.43 
1.57 

-23 
24.02 
22.29 
13.7 
.87 

4.7% 
1735.0 
54.0 

33.4% 
3.1% 
40.5% 
59.5% 
899.9 
884.1 
7.4% 
10.1% 
10.1% 
3.6% 
64% 

- 

- 
- 

- 

- 
- 

- 

- 

Target Price Ran 1 I201512016 1208 

g$q; %TOT. RETURR 1112 

THlS MARml.' 

3y. 5.1 123.8 
5vr. 59.6 27.2 

b8.90 Revenues per sh 

2.80 Earnings per sh A 

1.64 Div'ds Ded'd per sh Cm 

3.35 Cap'l Spending per sh 

3.0: 

Jm Relative PIE Ratio f.05 

f585 Revenues (h i l l )  A 19% 
64.5 Net Profit (Smill) 80.0 

Avg Ann'l Dv'd Yield 3.8% tes 

34.0% Income Tax Rate 35.0% 
41% Net Profit Margin 4.1% 

37.0% long-Term Debt Ratio 40.0% 
63.W Common Equity Ratio 60.W 

1015 Total Capital (h i l l )  1350 
1005 Net Plant (Smill) 1300 
7.5% Return on Total Cap'l 7.0% 

10.0% Return on Shr. Equity 10.0% 
10.0% Return on Com Equity 10.0% 
4.0% Retained to Com Eq 4.0% 
60% All Div'ds to Net Prof 58% 

G64; wmmercial and dusbial. 22%; transportation, 2%; other, 
12%. Has around 1,640 employees. Ofricers and directors own a p  
proximately 8% of wmmon shares (1112 proxy). Chairman: William 
E. Nasser; CEO: Suzanne Sitherwood. Incorporated: Missouri. Ad- 
dress: 720 Olive Street, St. Louis, Missouri 63101. Telephone: 316 
342-0500. Internet: www.theladedearouD.com. 

Laclede Group got off to a decent 
start in fiscal 2012. ends September 
30th. as first-quarter share net was 6.7% 
higher than the year-ago tally. Laclede 
Enerev Resources (LER) was the star Der- 

spectacular performance over the 
2015-2017 period. Expansion of the cus- 
tomer base for the gas utility will likely 
remain sluggish, as the service territory 
has been in a mature ohase for some time. 

forme', as it enjoyed a drop in transpdrta- 
tion costs resulting from the renegotiation 
of contracts that were renewed during fis- 
cal 2011. Profits for Laclede Gas were 
slightly better, thanks to higher infra- 
structure system replacement surcharge 
revenues and lower maintenance costs. 
But higher pension and benefit expenses 
provided somewhat of an offset here. 
Still, we believe that earnings for the 
year, as a whole, will be down a bit. 
That's largely because of the challenging 
third-quarter comparison. In fact, Laclede 
Gas benefited from a substantial gain, last 
April, on the sale of 320,000 barrels of 
propane from inventory that was no longer 
required to serve utility customers. As a 
result, fiscal 2012 share net may well 
decrease around 5%, to $2.70. But we look 
for the bottom line to advance nearly 4%, 
to $2.80 a share, the following year, as- 
suming that operating margins expand. 
The company stands to have an un- 

We think LER has gdod long-term poten- 
tial, but it tends to contribute just a small 
portion to total profits. Of course, an ac- 
quisition could brighten things. Even so, it 
seems that management has no such plans 
a t  this time. Thus. in the present con- 
figuration, annual share-net gains could 
only be in the low-to-mid-single-digit 
range over the next three to five years. 
The good-quality stocks dividend 
yield ranks favorably among all gas 
utility equities tracked by Value Line. 
The payout should continue to be well cov- 
ered by earnings, although future hikes 
may be moderate, a t  best. That's mainly 
because of the utility unit's lackluster 
long-term prospects. 
Total return potential is not exciting. 
Indeed, these shares are already trading 
within our 3- to 5-year Target Price 
Range. The dividend will probably contin- 
ue to grow at a slow rate, as  well. 
Frederick L. Harris, III March 9, 2012 
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LT Interest $19 6 mill 

Pfd Stock None 

ock 41,476,807 shs 

this point, management plans to add about about $60 million. These investments will 
6.000-7,000 additional accounts for the full help to boost the reliability of the compa- 
12 months. Some of that figure will come ny’s distribution system. 
from steady customer growth, while the These shares may appeal to investors 
remainder will come from customer con- seeking dividend growth. However, 
versions A t  the same time, New Jersey when compared with other utilities in The 
Resources should benefit from its Clean Value Line Investment Survey, they offer a 



I!EF!'~ 46.52 ~ETIO 1 8 , 5 ( ~ d i r n : 1 ~ )  Trailing: 19.5 RELATIVE PIERATIO 1 . 2 0 1 \ !  
Target Price Rang 
2015 I2016 1201; 

N,W, NAT'L GAS NYSE-NWN 
~ M E ~ E S S  4 Lowered51,yl, High: 26.8 30.7 

SAFETY 1 RaiSed3115"' *cec!,ne 

31.3 34.1 39.6 43.7 52.8 55.2 46.5 50.9 49.0 49.5 
Low: 21.7 23.5 24.0 27.5 32.4 32.8 39.8 37.7 37.7 41.1 39.6 46.1 ' 

2010 
2011 
2012 
2013 

Gal. 
endar 
2008 
2009 
2010 
2011 
2012 

1.39 

1.64 .26 d.28 1.11 2.73 
1.53 .08 d.31 1.09 2.39 
1.74 .f4 d.45 1.22 2.65 
f.80 . f6  d.M 1.f9 2.95 
QUARTERLY DIVIDENDS PAID = FUII 

Mar.31 Jun.30 Sep.30 Dec.31 Year 
,375 .375 ,375 ,395 1.52 
,395 ,395 ,395 ,415 1.60 
,415 ,415 ,415 ,435 1.68 
,435 .435 .435 ,445 1.75 
,445 

5.2% I 4.8% I 4.5% I 5.0% I 5.6% I 5 1% 
CAPITAL STRUCTURE as of 12/31/11 
Total Debt$823.3 mill. Due in 5 Yrs $250 mill 
LT Debt $641.7 mill. LT Interest $42.1 mill. 

(Total interest coverage: 7.0~) 

Pension Assets-12/10 $219 mill. 

Pfd Stock None 

Common Stock 26.719.000 shares 

MARKET CAP $1.2 billion (Mid Cap) 

Obllg. $337.3 mill. 

2013 I330 f70 f50 250 1 :83 
Gal- EARNINGS PER SHARE A FUII 

endar Mar.31 Jun.30 Sep.30 Dec.31 Year 
2009 1.78 .12 d.25 1.18 

25.07 23.57 25.69 33.01 37.20 39.13 39.16 38.17 30.56 31.77 3250 33.60 Revenues persh 48.25 
3.65 3.85 3.92 4.34 4.76 5.41 5.31 5.20 5.18 5.01 5.65 6.15"CashFlow"perrh 7.15 
1.62 1.76 1.86 2.11 2.35 2.76 2.57 2.83 2.73 2.39 2.65 295 Earningspersh A 3.61 
1.26 1.27 1.30 1.32 1.39 1.44 1.52 1.60 1.68 1.75 1.78 1.82 Div'dsDecl'dpersh B. 1.94 
3.11 4.90 5.52 3.48 3.56 4.48 3.92 5.09 9.35 3.76 4.50 5.20Cap'lSpendingpersh 8.15 

18.88 19.52 20.64 21.28 22.01 22.52 23.71 24.88 26.08 26.74 28.20 1 29.90 BookWuepersh 0 33.95 
25.59 25.94 27.55 27.58 27.24 26.41 26.50 26.53 26.58 26.72 26.75 I 26.80 CommonShs Outsl'g C 26.95 
17.2 15.8 16.7 17.0 15.9 16.7 18.1 15.2 17.0 17.0 .%fdfi&esan AvqAnn'lPERatio 17.0 
.a I .go I .e8 I .91 I .86 I .e9 I 1.09 I 1.01 I 1.08 I 1.09 I W U ~  lReiativePERatio I 1.15 

4.5% 4.6% 4.2% 3.7% 3.7% 3.1% 3.3% 3.7% 3.6% 3.6% Avg Ann'l Div'd Yield 3.3% 

641.4 611.3 707.6 910.5 1013.2 1033.2 1037.9 1012.7 812.1 M8.8 870 900 Revenues ($mill) 1300 
43.8 46.0 50.6 58.1 65.2 74.5 68.5 75.1 72.7 63.9 71.0 79.0NetProf~($mill) 97.0 

34.9% 33.7% 34.4% 36.0% 36.3% 37.2% 36.9% 38.3% 40.5% 30.0% 30.0% 30.0% IncwneTaxRate 30.0% 

estidatc. 

6.8% I 7.5% I 7.1% I 6.4% 1 6.4% I 7.2% I 6.6% I 7.4% I 8.9% I 7.5% I 8.2% I 8.8% lNet Profit Margin I 7.5% 
47.6% I 49.7% I 46.0% I 47.0% I 46.3% I 46.3% I 44.9% 147.7% I 46.1% I 47.0% I 45% I 43% ILonpTemDebtRatio I 37% 
51.5% 50.3% 54.0% 53.00h 53.7% 53.7% 55.1% 52.3% 53.9% 53.0% 55% 57% C&mon Equity Ratio 63% 
937.3 1006.6 1052.5 1108.4 1116.5 1106.8 1140.4 1261.8 1284.8 1356.2 1375 1400 TotalCapital(knill) 1455 
995.6 1205.9 1318.4 1373.4 1425.1 1495.9 1549.1 1670.1 1854.2 1893.9 1985 2090 Net Plant(Imil1) 2390 
5.9% 5.7% 5.9% 6.5% 7.1% 8.5% 7.7% 7.3% 7.0% 4.7% 6.5% 7.0% ReturnonTotal Cap'l 8.0% 
8.9% 9.1% 8.9% 9.9% 10.9% 12.5% 10.9% 11.4% 10.5% 8.9% 9.5% 1O.Vh ReturnonShr. Equity 10.5% 
8.5% 9.0% 8.9% 9.9% 10.9% 12.5% 10.9% 11.4% 10.5% 8.9% 9.5% 10.016ReturnonComEquity f0.5% 
1.9% 2.6% 2.7% 3.7% 4.5% 6.0% 4.5% 5.0% 4.0% 24% 3.0% 4.0% RetainedtoCom Eq 5.0% 
79% 72% 69% 63% 59% 52% 59% 56% 61% 73% 67% 61% AllDiv'ds toNetProf 54% 

BUSINESS: Northwest Natural Gas Co. distributes natural gas to 
90 communities, 668.000 customers, in Oregon (90% of customers) 
and in southwest Washington state. Principal cities served: Portland 
and Eugene, OR; Vancouver, WA Service area population: 2.5 mill. 
(77% in OR). Company buys gas supply from Canadian and US. 
oroducers: has transoorlation riahts on Northwest PiDeline svstem. 

Owns local undergrwnd storage. Rev. breakdown: residential, 
57%; commercial, 26%; industrial, gas transportation, and other, 
17%. Employs 1,061. BlackRodc inc. owns 7.9% of shares; officers 
and directors, 1.5% (4H1 proxy). CEO: Gregg S. Kantor. Inc: 
Oregon. Address: 220 NW 2nd Ave.. Poitland, OR 97209. Tde- 
Dhone: 503-226-421 1. Internet: www.nwnatural.com. 

Northwest Natural Gas' earnings 
dipped in 2011, by over 12%. to $2.39. 
The primary contributor to the decrease 
was a one-time charge (of about $4 mil- 
lion) from Senate Bill 967. Consequently, 
given the depressed state of natural 
prices and the unlikelihood of a rebouncf?; 
the near future, we have reduced our 2012 
estimate to $2.65, a decrease of a dime 
from our previous figure of $2.75. 
The board of directors recently raised 
the dividend. The payout is now $0.445 a 
quarter, resulting in a $1.78 annual divi- 
dend. The hike went into effect a t  the end 
of the fourth quarter. Given the company's 
history of steady dividend increases, we do 
not see this trend abating in the future, 
which should attract income-oriented 
readers. 
The Ore on rate case remains on the 
agenda. %he case, the company's first in 
nine years, was filed at the end of 2011. 
Northwest is asking for a 6% rate in- 
crease, which would provide a moderate 
boost to the top and bottom lines going for- 
ward. We anticipate a ruling by end of the 
third quarter, and the proposed changes 
should by implemented by the end of 2012 

or the beginning of 2013. Given the length 
of time since the last rate increase, we do 
not foresee any obstacles going forward, 
and a favorable rate ruling is quite likely. 
Long-term projects should help the 
top and bottom lines. Several ventures 
are proceeding on schedule, with the joint 
venture with Encana set to benefit reve- 
nues and earnin s by mid-decade. The ex- 
pansion of the 8ill Ranch storage facility 
should also help boost volume, in turn ex- 
panding the customer base. All in all, we 
anticipate seeing a steady increase in 
earnings from 2013 onward, as volume in- 
creases and benefits from several solar 
projects also kick in. 
But the overall picture is uncertain at 
this point. The sudden depression in gas 
prices does not augur well for the compa- 
ny's future. Barring a sudden recovery, 
Northwest Natural is in for a turbulent 
time. Investors should note that any gains 
from its projects could be more than offset 
by the lower prices. 
This untimely equity may be attrac- 
tive to income investors that dislike 
risk (Safety: 1). 
Sahana Zutshi March 9, 201.2 
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CAPITAL STRUCTURE as of 10131111 
TOtalDebt$1006.0mlll Duein5Yrs$175OmlH. 
LTDebt$6750m'11 LTlnterest$461 m'll 
(LT interest earned 4 Ix, total interest coverage 
3 4x) 

56 1% I 57 8% 1 56 4% I 58 6% I 51 7% 1 51 6% I 52 8% 1 55 9% I 59 0% I 59 6% I 57.0% I 53.5% IConhon Equity Ratio 1 50.0% 
1051 6 I 10902 I 15149 I 15092 I 17079 I 17033 I 1681 5 I16605 I 16369 I 1671 9 I 1735 I 1835 ITotalCaDital~Smill) 1 2001 

832.0 12208 1529.7 1761 1 19246 1711 3 20891 1638 1 15523 14339 1550 1615 Revenues($mill)A 176! 

33 1% 34.8% 351% 337% 342% 330% 363% 285% 234% 246% 30.0% 30.0% IncomeTdxRate 30.0% 
75% 6.1% 62% 58% 50% 6 1% 53% 75% 72% 79% 7.6% 7.4% Net ProfitMargin 7.1% 

439% 42.2% 436% 41 4% 483% 48.4% 472% 44 1% 41 0% 40.4% 43.0% 46.5% Long-Term Debt Ratio 50.0% 

622 744 952 1013 97.2 104.4 1100 1228 1118 1136 117 120 NetProffi $mill) 12! 

1158.5 I 1812.3 I 1849.8 1 1939.1 I 2075.3 I 2141.5 I 2240.8 12304.4 I 2437.7 I 2627.3 I 2700 1 2750 lNet Plant($ill) ' I 29N 
7.8% 8.6% I 7.8% 1 8.2% I 7.2% I 7.8% I 8.2% I 9.1% I 8.4% I 8.2% I 8.5% I 6.5% IReturnonTotal Cap'l I 8.5% 

10.6% 
10.6% 
1.7% 
83% 

Pension Assets-10111 $259.5 mill. 

Pfd Stock None 
Oblig. $236.6 mill. 

11.8% 11.1% 11.5% 11.0% 11.9% 12.4% 13.2% 11.6% 11.4% 120% 12.Vh ReturnonShr.Equity 13.0% 
11.8% 11.1% 11.5% 11.0% 11.9% 12.4% 13.2% 11.6% 11.4% 12.0% lZ.O%ReturnonComEquity 13.0!! 
3.1% 3.7% 3.6% 2.8% 3.5% 3.9% 4.8% 3.3% 3.1% 3.5% 3.5% Retained toComEq 3.5% 
74% 66% 68% 74% 70% 69% 64% 72% 7346 72% 72% AllDiv'dstoNetProf 72% 

Common Stock 72,338,303 shs. 
as of 12/16/11 
MARKET CAP $2.4 billion (Mid Cap) 
CURRENT POSITION 2009 2010 10/31111 

($MILL.) 
Cash Assets 

505.6 322.2 279.2 Other 
Current Assets 513.2 327.8 286.0 

--- 

Fiscal z,:: 
2010 
2011 
2012 
2013 
Fiscal 
2,:: 
2009 
2010 
2011 
2012 

2009 

Accts Payable 115.4 115.7 129.7 
Debt Due 366.0 302.0 331.0 
Other 
Current Liab. 600.2 498.6 534.1 

118.8 80.9 72.9 I --- 

QUARTERLY RMNUES ($ mill.)A Full 
Jan.31 Apr.30 Ju1.31 013.31 92' 
673.7 472.9 211.6 194.1 1552.3 
652.0 392.6 197.3 192.0 1433.9 
680 415 225 230 1550 
695 430 240 250 1615 

EARNINGS PER SHARE A B  Full 
Jan.31 Apr.30 Ju1.31 013.31 9;' 

1.10 .73 d.10 d.06 1.67 
1.14 .65 d.13 d.13 1.55 
1.16 .66 d.12 d.13 1.57 
1.17 .68 d.10 d.10 1.65 

779.6 455.4 180.3 222.8 1 ~ 8 . 1  

4) Fiscal year ends October 31st. B+t 

10. 86. Excl. nonrecunina oains flosses): '97. IC) Dividends historicallv Daid mid-Januarv. million. S7.291share. Price Growth Persistence 55 

Mar. Quarters may not add to total due to = Div'd reinvest. plan available; 5% discount. Company's Financial Strength 
3) Diluted earnings. Excl. extraordinary item: change in shares outstanding. (D),lndudes deferred charges. In 2011: $527.6 Stock's Price Stabillty 100 



1.49 1.62 1.72 1.70 1.77 1.81 1.81 2.04 2.31 2.43 2.51 2.64 2.77 3.01 2.91 2.99 
.&1 .93 .98 .93 1.01 1.01 .95 1.11 1.27 1.32 1.28 1.40 1.49 1.67 1.55 1.57 
.57 .61 .E4 .68 .72 .76 .80 .82 .85 .91 .95 .99 1.03 1.07 1.11 1.15 

1.64 1.52 1.48 1.58 1.65 1.29 1.21 1.16 1.85 2.50 2.74 1.85 2.47 1.76 2.75 3.37 

,.....--, 
Cash Assets 7.6 5.6 6.8 
Other 505.6 322.2 279.2 
current Assets 513.2 327.8 286.0 
AmIs Payable 115.4 115.7 129.7 
Debt Due 

498,6 534,1 
Other 
Current Liab. 
Fix. Chg. Cov. 316% 323% 325% 
ANNUAL RATES Past Past Est'd '09-'11 
ofchaw(perW 5yE. to'15-'17 

a,Cash Revenues Flowbv $:% :;:; ;;E 
Earnings 5.0% 4.5% 25% 
Dividends 4.5% 4.0% 3.5% 

5.0% 3.0% '.'% Book Value 

Fiscal QUARTERLY REVENUES($ mill.)* Full :,:: Jan.31 Apr.30 Ju1.31 Oct.31 '=' 
2009 779.6 455.4 180.3 222.8 1638.1 
2010 673.7 472.9 211.6 194.1 1552.3 
2011 652.0 392.6 197.3 192.0 1433.9 
2012 680 415 225 230 1550 
2Ol3 695 240 250 l6I5 
Fiscal EARNINGSPERSHARE A B  Full 
Year Ends Jan.31 Apr.30 Ju1.31 M . 3 1  'ei, 
2009 1.10 .73 d.10 d.06 1.67 
2010 1.14 .65 d.13 d.13 1.55 
2011 1.16 6 6  d.12 d.13 1.57 
2012 1.17 5 8  d.10 d.10 i:!: 
2013 1.18 .70 d.09 d.09 
Cal- QUARTERLYDNIDENDS PAD Full 

endar Mar.31 Jun.30 Sw.30 Dec.31 Year 
2008 .25 .26 .26 2 6  1.03 
2009 2 6  .27 .27 2 7  1.07 
2010 .27 .28 2 8  2 8  1.11 
2011 2 8  2 9  2 9  2 9  1.15 
2012 .29 

77;:g 'g;:: --- 

6.53 6.95 7.45 7.86 8.26 8.63 8.91 9.36 11.15 11.53 11.83 11.99 12.11 12.67 13.35 13.79 
59.10 60.39 61.48 62.59 63.83 64.93 66.18 67.31 76.67 76.70 74.61 73.23 73.26 73.27 72.28 72.32 
13.9 13.6 16.3 17.7 14.3 16.7 18.4 16.7 16.6 17.9 19.2 18.7 18.2 15.4 17.1 18.9 

BUSINESS Piedmont Natural Gas Company is primarily a regu- 
lated natural gas distributor, serving over 968.188 customers in 
Nwth Carolina, South Carolina, and Tennessee. 2011 revenue mix: 
residential (46%), commercial (27%), industrial (7%), other (20%). 
Principal suppliers: Transco and Tennessee Pipeline. Gas costs: 
60.0% of revenues. '11 deprec. rate: 3.2%. Estimated plant age: 10 

Piedmont Natural Gas likely posted 
January-period earnings little 
changed from last year. (Note: The com- 
pany was evpected to issue financial results 
shortly after this report went to press.) We 
look for the natural gas distributor to con- 
tinue to register growth in the number of 
new customer accounts, despite the stag- 
nant housing markets in PNYs service 
area. Piedmont was successful in raising 
that metric by 10.500 during the course of 
2011 (the last period of available financial 
information), and we think that trend will 
continue. Alternatively, the decline in nat- 
ural gas pricing will probably weigh on 
revenues. That said, this is largely viewed 
as a technicality as gas prices are just  
passed through to the end-customer. Over- 
all, system throughput is a better 
PNYs business volumes, 
measure increased 10.7% in 2011. to 280 
million dekatherms. This steady mo- 
mentum ought to translate into a decent 
showing for the fiscal first quarter. 
However, things should pick up later 
this year, and we look for the compa- 
ny to log a 5% share-net advance in 
2012. Last year's completion of two power 

.87 I .78 I -85 I 1.01 1 .93 I .E I 1.01 I .95 I .88 I .95 I 1.04 I .99 1 1.10 I 1.03 1 1.09 I 1.19 

9 Fiscal year ends October 31st. 

2d). '10. 41d. Next earninos reoort due mid 

Mar. Quarters may not add to totai due to 

Aoril. Julv. October. 

B] Diluted earnings. Excl. extraordinary item: change in shares outstanding. 
K), 86, Excl. nonrecurring gains (losses): '97, (C) Dividends historically paid mid-January, 

Penslon Assets-IOIIl $259.5 mill. 

Pfd Stock None 

Div'd reinvest. plan available; 5% dismnt. B t t  
(D) lndudes deferred charges. In 2011: $527.6 Stock's Price Stability 100 
million, $7.29/share. Price Growth Persistence 55 
(E\ in millions. adiusted for stock S D I ~  Earninas Predictabilitv 95 
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MIS Y L A R I ~ :  

3yr. 41.9 123.6 
5vr. 53.3 27.2 

2012 2013 @VALUE LINE PUR LLC 5-17 
21.85 23.05 Revenues per shA 25.95 

1.19 1.23 Div'ds Ded'd per sh CB 

7.75 7.85 Cap'l Spending persh 8.10 
13.95 I 14.05 Book Value per sh D 14.70 
71.00 I 70.00 Common Shs Outst'g E 68.00 

BOM fig4res am Avg Ann'l PIE Ratio 18.0 

30.0% 

years. Non-reg ited operations: sale of gas-powered heating 
equipment; natural gas brokering; propane sales. Has about 1,782 
employees. Off./dir. own about 1.2% of common stock. BlackRock; 
7.6% (1112 proxy). Chrmn., CEO, 8 Pres.: Thomas E. Skains. Inc.: 
NC. Addr.: 4720 Piedmont Row Drive, Charlotte, NC 28210. Tele- 
Dhone: 704-364-3120. Internet: www.Diedmontna.com. 

generation projects a t  Duke's Buck facility 
and the Progress' Richmond facility should 
help contribute to  this rise. Additional 
gains ought to stem from increased cus- 
tomer accounts. Finally, we are awaiting 
the decision for a possible rate increase by 
the Tennessee Regulatory Authority. 
Meantime, the balance sheet is in 
good shape and improving. The compa- 
ny's cash reserves advanced 20% last year, 
to  roughly $6.8 million. At  the same time, 
the long-term debt load has remained rela- 
tively constant, at $675 million. 
We have introduced our 2013 top- and 
bottom-line estimates at $1.615 billion 
and $1.70 a share, respectively. At the 
moment, PNY has two large capital un- 
dertakings in the works. The Progress' 
Wayne County and Sutton Projects have 
been completely designed, and construc- 
tion is under way on the former, while 
Sutton should begin in May or  June. Those 
ventures are slated for completion in June 
of 2012 and 2013, respectively. 
These shares don't stand out at this 
time for their yield or total return 
potential among utilities. 
Bryan J. Fong March 9, 2012 
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292011 m11 IP2Ml percent g 
$BUY 76 70 56 shares 6 

Wo(0W) 33317 33998 34237 
80 76 95 traded 3 

1996 1 1997 1 1998 I 1999 2000 I 2001 
42.91 
4.7! 
1.1! 
.8: 

8.1; 
- 

14.20 14.09 15.67 16.31 16.82 17.2; 
26.73 27.39 30.41 30.99 31.71 32.4: 
69.3 24.1 13.2 21.1 16.0 19.1 

I 4.34 I 1.39 I .69 I 1.20 I 1.04 I .9i 
4.7% I 4.4% I 3.8% I 3.1% I 4.2% 1 3.8% 

CAPITAL STRUCTURE as of 12/31/11 
Total Debt $1253.5 mill. Due in 5 Yrs $343.0 mill. 
LT Debt $930.9 mill. 
(Total interest coverage: 3 . 5 ~ )  (43% of Cap’l) 
Leases, Uncapitalized Annual rentals $6.0 mill. 
Pension Assets-12/11 $551.8 mill. 

Pfd Stock None 

LT Interest $60.0 mill. 

Oblig. $832.8 mill. 

Common Stock 46,093,472 shs. 
as of 2/15/12 

MARKET CAP $2.0 billion (Mid Cap) 
CURRENT POSITION 2009 2010 12/31/11 

65.3 116.1 21.9 Cash Assets 
352.3 329.8 439.7 Other 

Current Assets 417.6 445.9 461.6 
Accts Payable 158.9 165.5 186.8 
Debt Due 1.3 75.1 322.6 

314.0 356.4 338.2 Other 
Current Liab. 474.2 597.0 847.6 
Fix. Chg. Cov. 251% 299% 359% 
ANNUAL RATES Past Past Est’d ’09-’11 
ofhange(persh) toys. 5Yrs. to’15.’17 
Revenues 3.5% 2.0% 3.5% 
“Cash Flow” 3.0% 3.0% 6.5% 
Earnings 3.0% 6.5% 9.5% 
Dividends 1.5% 3.0% 8.0% 
Book Value 4.0% 5.5% 4.5% 

($MILL) 

--- 

--- 

2010 668.8 3858 307 7 468.1 
2011 628.4 388.5 352.6 517.7 

410 2012 1650 365 500 
2013 660 420 375 505 
C ~ I .  EARNINGS PER SHARE A 

&Tar I Mar.31 Jun.30 Sep.30 Dec.31 
2009 I 1.12 d.O1 d.18 1.01 

1.42 d.02 d.11 .98 :!;! I 1.48 .09 d.34 1.19 
2012 1.55 . I 5  d.15 1.10 
2013 I 1.65 .20 d.10 1.15 
cai- I PVARTERLY DlVlDENDS PAD 8.t 

Full 
Year 

1893.8 
1830.4 
1887.2 
1925 
1960 

- 

- 
Full 
Year 
1.94 
2.27 
2.43 
2.65 
2.90 
Full 
Year 

.a9 

.94 

.99 
1.05 

- 

- 
- 

then diluted. Excl. nonrec. gains (losses): ‘97, 
16$; ‘02, (101): ‘05, (1 11): ‘06, 71. Next egs. 
reDort due earlv Mav. IBI Di-dends historimHv 

39.68 35.96 40.14 43.59 48.47 50.28 48.53 42.00 40.18 41.07 40.95 40.85 Revenwspersh 51.m 
5.07 5.11 5.57 5.20 5.97 6.21 5.76 6.16 6.46 6.81 7.15 7.60 “Cashflow“pwsh 9.40 
1.16 1.13 1.66 1.25 1.98 1.95 1.39 1.94 2.27 2.43 265 2.90EarningspershA 3.81 
.82 .82 .82 32 .82 .86 .90 .95 1.00 1.06 1.18 1.30 Div‘dsDecl’dpersh 6.t 1.60 

8.50 7.03 8.23 7.49 8.27 7.96 6.79 4.81 4.73 8.29 8.70 8.95Cap’lSpendingpersh 9.40 
17.91 18.42 19.18 19.10 21.58 22.98 23.49 24.44 25.62 26.68 27.65 I 29.15 BookValuepeish 33.35 
33.29 34.23 36.79 39.33 41.n 42.81 44.19 45.09 45.56 45.96 47.00 I 48.00 CommonShsOutdg c 51.00 

19.9 19.2 14.3 20.6 15.9 17.3 20.3 12.2 14.0 15.7 E O M ~ ~ & S ~ ~ S  Avg Ann’lPIE Ratio 15.0 

3.6% I 3.8% I 3.5% I 3.2% I 2.6% I 2.6% I 3.2% I 4.0% I 3.2% I 2.8% I ,’?” I Avg Ann’l Div’d Yield I 2.8% 
1320.9 I 1231.0 I 1477.1 I 1714.3 I 2024.7 I 2152.1 I 2144.7 I 1893.8 I 1830.4 I 1887.2 I 1925 I 1960 IRevenuesIfmill\ I 2600 -... 

38.6 I 38.5 I 58.9 I 48.1 I 80.5 I 83.2 I 61.0 I 87.5 I 103.9 I 112.3 I 125 I 140 lNetProfit&nilli 1 200 
32.8% I 30.5% 1 348% I 29.7% 1 37.3% 136.5% 140.1% 134.0% I 347% 1 36.0% I 35.0% I 350% IlncomeTaxRate I 35.0% 
2.9% I 3.1% I 4.0% I 2.8% I 4.0% I 3.9% I 2.8% I 4.6% I 5.7% I 6.0% I 6.5% I 7.1% INetProfitMargin I 7.7% 

62.5% I 66.0% I 64.2% I 63.8% I 60.6% I 58.1% I 55.3% I 53.5% I 49.1% I 43.2% I 44.5% I 46.0% ILong-Term Debt Ratio I 47.0% 
34.1% I 34.0% I 35.8% I 36.2% I 39.4% I 41.9% I 44.7% I 46.5% I 50.9% I 56.8% I 55.5% I 51.0% IConkonEquity Ratio 
1748.3 I 1851.6 I 1968.6 I 2076.0 I 2287.8 I 2349.7 I 23233 I 2371.4 I 2291.7 I 2156.9 I 2350 I 2600 ITotalCapitaI ($mill) 

I 53.0% 
1 3200 

1979.5 2175.7 2336.0 2489.1 2668.1 2845.3 2983.3 3034.5 3072.4 3218.9 3300 3400 Net Plant(hill) 3750 
4.3% 4.2% 5.0% 4.346 5.5% 5.5% 4.5% 5.4% 6.1% 6.5% 7.0.A 7.0% Return on Total Cap’l 8.0% 
5.9% 6.1% 8.3% 64% 8 9% 8.5% 5.9% 7.9% 8.9% 9.2% 9.5% 10.0% Return on Shr. Equity 12.0% 
6.5% 6.1% 8.3% 64% 89% 8.5% 5.9% 7.9% 8.9% 9.2% 9.5% 10.DSIReturnonComEquity 12.0% 
1.9% 1.7% 4.3% 2.2% 5.2% 4.8% 2.1% 4.1% 5.1% 5.2% 5.5% 5.PX RetainedtoCom Eq 7.0% 
70% 72% 49% 65% 42% 44% 63% 48% 43% 43% 44% 45% AllDiv‘dstoNetProf 41% 

BUSINESS Southwest Gas Corporation is a regulated gas dis- 
tributor sewing approximately 1.9 million customers in sections of 
Arizona, Nevada, and California. Comprised of two business seg- 
menb: natural gas operations and construction services. 2011 mar- 
gin mix: residential and small commercial, 86%; large commercial 
and industrial. 4%: transDotlaalon. 10%. Total throuahwt: 2.1 billion 

therms. Sold PriMerit Bank, 7/96. Has 5,754 employees. Off. 8 Dir. 
own 1.7% of common stock: BlackRcck Inc., 8.6%; T. Rowe Price 
Associates, Inc.. 7.2%; GAMCO Investors. Inc., 7.0% (3/11 Proxy), 
Chairman: James J. Kmpid. CEO: Jeffrey W. Shaw. Inc.: CA. Ad- 
dress: 5241 Spring Mountain Road, Las Vegas. Nevada 89193. 
TeleDhone: 702-876-7237. Internet: www.woas.com. 

Shares of Southwest Gas have traded 
higher over the past three months. 
The company finished 2011 on an im- 
pressive note, and we look for solid results 
going forward. Pipeline construction- 
services subsidiary NPL should continue 
to experience healthy growth. This busi- 
ness ought to further benefit from the re- 
placement of aging infrastructure. Mean- 
while, the utility business should benefit 
from recent rate relief (discussed below). 
though it remains to be seen whether this 
unit’s operating environment will continue 
to improve. Overall. we anticipate higher 
revenues and share earnings for the cur- 
rent year. Growth may well continue in 
2013. That said. our estimates may prove 
somewhat optimistic, should material eco- 
nomic weakness emerge. 
The Arizona Corporation Commission 
has approved a rate increase for the 
company, which took effect on January 
1st. Southwest was allowed to increase its 
revenues by $52.8 million, with a return 
on equity of 9.5%. The approval also in- 
cludes a revenue decoupling mechanism to 
allow Southwest to recover fixed costs 
regardless of fluctuations in customer 
arlv March. June. SeDtember. December. I 
?d kinvestment and stock purchase plan 
(C) In millions. 

usage, and enables it to promote improve- 
ments in energy efficiency. Efforts to 
procure rate relief will remain important 
going forward, as Southwest depends on 
such approved increases to help it cope 
with risin expenses and to provide com- 

The board of directors has increased 
the dividend by roughly 11%. Starting 
with the June payout. the quarterly divi- 
dend is now $0.295 per share. The compa- 
ny has increased the payout every year 
since 2007, and we expect this pattern will 
continue going forward. 
This stock is favorably ranked for 
year-ahead performance. Looking fur- 
ther out, we anticipate healthy growth in 
revenues and share earnings for the com- 
pany over the pull to 2015-2017. However, 
appreciation potential for the coming ears 
appears somewhat limited, as the d a r e s  
are trading near our Target Price Range. 
Healthy dividend growth notwithstanding, 
the stock’s yield remains below average for 
a utility. As a result, most investors can 
probably find more-attractive op- 
portunities elsewhere. 
Michael Napoli, CFA 

pensation f or infrastructure investment. 

March 9, 2012 
Company’s Financial Strength B 
Stock’s Price Stability 95 
Price Growth Persistence 65 
Earninos Predictabilitv 75 
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CAPITAL STRUCTURE as of 12/31/11 
TotalDebtS862 1 mill. Duein5Yrs$189.2mlll 
LT Debt $5&1 mill LT Interest mill 
(LT interest earned 6 2x, total interest coverage' 
5.7x) 
Pension Assets-9/11 $1,289.0 mill 

Preferred Stock $28.2 mill Pfd. Div'd $1 3 mill 
Oblig.$8965mill 

Common Stock 51,497,582 shs 
acnf 11.1i112 

15848 2064.2 2089.6 2186.3 26379 26460 26282 27069 2708.9 2751.5 2800 2850 Revenues(hil1)A 3115 
55.7 112.3 98.0 1048 96.0 1029 1229 1287 1150 1155 129 132 MetProflt $mill 145 

39.0% 34 0% 38 0% 38 2% 37 4% 39.0% 39 1% 37 1% 39 1% 38 7% 42.4% 39.0% 39.0% Income T A  Rat: 
3 5% 5.4% 4.7% 48% 36% 3.9% 4 7% 48% 4% 4.2% 4.6% 46% Net ProfitMargin 47% 

457% 43.8% 40.9% 395% 378% 37.9% 359% 333% 334% 32.3% 31.0% 30.5% LongTermDebtRatio 28.5% 
524% 54.3% 572% 586% 604% 60.3% 624% 650% 650% 66.2% 67.5% 68.5% CommonEqui Ratio 70.5% 
1462 5 1454.9 1443 6 1478 1 1526 1 16254 1679 5 1687 7 1774 4 1818 1 21f5 1875 1935 Total Capital lkilD 
1606.8 I 1874.9 1 1915.6 I 1969.7 1 2067.9 I 2150.4 I 2208.3 I 2269.1 I 2346.2 I 2489.9 I 2 6 4  I 2805 /Net Plant ($mill) ' I 3350 

5.3% I 9.1% I 8.2% I 8.5% I 7.6% I 7.6% I 8.5% I 8.8% I 7.6% I 7.5% I 8.0% I 8.0% IReturnonTotal Cap'l I 8.0% 
-- -. . . - . . . - 

7.2% 14.0% 11.7% 12.0% 10.3% 10.4% 11.6% 11.6% 9.9% 9.5% 10.0% 10.0% ReturnonComEqu& 10.0% 
MARKET CAP $2.1 billion (Mid Cap) NMF 6.2% 4.1% 4.6% 3.2% 3.5% 5.0% 5.0% 3.3% 3.4% 3.5% 3.5% Retained toComEq 3.5% 
CURRENTPOSITION 2010 2011 12/31/11 112% 56% 65% 62% 69% 66% 57% 57% 67% 64% 64% 64% AllDiv'dstoNethof 62% 

8.9 4.3 5.5 BUSINESS WGL Holdings, Inc. is the parent of Washington Gas vides energy related products in the D.C. metm area; Wash. Gas 
( S M W  

Cash Assets 
Other 708.4 720.4 4012.8 Light, a natural gas distributor in Washington, D.C. and adjacent Energy Sys. designslinstalls comm'l heating, ventilating, and air 
current Assets 717.3 724.7 1018.3 areas of VA and MD to resident'l and comm'l users (1,082.983 cond. systems. Black Rock Inc. owns 7.4% of common stock; 
ACdS Payable 225.4 279.4 299.4 meters). Hampshire Gas, a federally regulated sub., operates an Off./dir. less than 1% (1112 proxy). Chnnn. 8 CEO: Temy D. McCaC 
Debt Due ;;::$ ~~~:~ - underground gas-storage facility in WV. Non-regulated subs.: lister. Inc: D.C. and VA. Addr.: 101 Const. Ave., N.W., Washington, 

544.1 576,7 852.0 Wash. Gas Energy Svcs. sells and delivers natural gas and pro- D.C. 20080. Tel.: 202-624-6410. internet: www.wglholdings.com. 
Other 
CurrentLiab. - - 
Fix.Chg.Cov. 536% 535% 535% WGL Holdings l o y d  a mixed bag of contributions from the commercial energy 
ANNUAL RATES Past Past Est'd '09-'11 financial results or its December in- services division. Too, warmer weather 
ofhange(parsh) l@h. 5Ym. b~'15'17 terim. Indeed, the top line declined ap- and lower natural gas prices should have a 
Revenues CashFlow~v !:% f:zz :iz proximately 9% on a year-over-year basis, favorable effect on the wholesale energy 
Earnings 3.0% 3.0% 3.0% to $727.8 million. However, we view this solutions business, although this does not 
Dividends 2.0% 2.5% 2.5% largely as a technicality stemming from augur well for WGL's other operations. 

4.0K 5.0x 4.0% the decrease in natural gas prices over The compan 's balance sheet is im- Book Value 

1 Fiscal QUARTERLYREYENUES($mill.)A Full that time frame. Alternatively, the Regu- proving. So hr this year, cash reserves 
z:g Dec.31 Mar.31 Jun.30 Sep.30 %? lated Utility unit added 9.300 active cus- increased 27%. to $5.5 million. A t  the 

~ 2009 826.2 1040.9 427.0 412.8 2706.9 tomer meters. On the margin front, the same time, the long-term debt load 
2010 727.4 1056.6 459.7 465.2 2708.9 utility cost of gas declined 8.27% as a func- remains constant at about $585 million. 

~ 2011 795.9 1017.2 490.3 448.1 2751.5 tion of revenues. This was partially offset We have introduced our 2013 top- and 
2012 727.8 1050 525 497.2 2800 by a 7.3% rise in the non-utility cost of bottom-line estimates at $2.85 billion ' 2013 740 1060 535 515 2850 energy-related sales. Elsewhere, the Retail and $2.55 a share, respectively. Aside 
Fiscal W I N G S  PER SHAREA Full Energy-Marketing segment saw the total from steady growth in customer accounts, 
t% Dec.31 Mar.31 Jun.30 Sep.30 %E1 number of electric accounts grow by WGL is awaiting the decision for a rate in- 
2009 1.03 1.65 .ll d.25 2.53 33,800, to 194,400. Finally, the Commer- crease i n  Virginia. And, the company 
2010 1.01 1.64 d.07 d.29 2.27 cia1 Energy Systems division inched back plans to file for a hike in rates for the Dis- 
2011 1.02 1.53 d.03 d.26 2.25 into positive territory as some previously trict of Columbia, as well. Finally, alterna- 
2Ol2 1.13 1.59 B o 1  d.23 250 delayed government projects came on line. projects may also be a boon. 
2013 ti5 i.60 lvi' d.20 255 On balance, the bottom line increased Z e z z r a r e s  offer a slightly above- 
Cat- QUARTERLYDMDENDSPAIDC. Full 11%, to $1.13 a share. average dividend yield, when com- 

endar Mar.31 Jun.30 Sep.30 Dec.31 Year We look for the natural gas dis- pared to all other utilities in the 
2008 .34 .36 .36 .36 1.42 tributor to post a double-digit earn- Value Line universe. However, they are 
2009 .36 .37 .37 .37 1.47 ings advance this year. This should be currently trading inside our Target Price 
2010 37  ,378 ,378 ,378 1.50 supported by steady growth a t  the regu- Range, thus, their appreciation potential is 
2011 ,378 3 9  3 9  3 9  1.55 lated utility segment, solid gains a t  the limited through 2015-2017. 
2012 .39 retail energy marketing unit, and positive Bryan J. Fong March 9, 2012 

I 7.0% I 13.7% 1 11.5% I 11.7% I 10.1% I 10.2% I 11.4% I 11.4% I 9.7% I 9.4% I lO.O!! I 10.0% 1RetumonShr.Eauitv I lO.O./r 

~~~ 

(15g). Qtly egs. may not sum to total, due to ber. 1 Divldend reinvestment plan available. Company's Financial Strength 
(B) Based on diluted shares. Exdudes non- change in shares outstanding. Next earnings (D) Indudes deferred charges and intangibles. Stock's Price Stability 

A 
100 I I I Price Growth Persistence 50 

(A) Fiscal years end Sept. 30th. 

recurrina losses: '01. H3dk '02. (346): '07. reDort due late ADr. fC) Dividends historicallv '11: $594.4 million. $11.56/sh. 

http://www.wglholdings.com
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Zacks.com Quotes and Research 
, 
~ AMERICAN STS WTR CO (NYSE) ZACKS RANK: 3 - HOLD 

! AWR 35.76 ~ 0 . 4 4  (1.25%) Vol. 14,168 13:08 ET 

American States is a public utility company engaged principally in thepurchase, production, distribution and sale of 
water. The company alsodistributes electricity in some communities. In the customer service areas for both water 
and electric, rates and operations are subject to the jurisdiction of the California Public Utilities Commission. 

General Information 
AMER STATES WTR 
630 E FOOTHILL BLVD 

Phone: 9093943600 
Fax: 909-394-071 1 
Web: http://www.aswater.com 
Email: nvestorinfo@aswater.com 

SAN DIMAS, CA 91773-9016 

Industry 

Sector: 

UTIL- WATER 
SPLY 
Utilities 

Fiscal Year End December 
Last Completed Quarter 12/31/11 
Next EPS Date 05/03/2012 

Price and Volume Information 

Zacks Rank lid 
Yesterday’s Close 35.32 
52 Week High 38.00 
52 Week Low 30.53 
Beta 0.34 
20 Day Moving Average 102,399.45 
Target Price Consensus 40.75 

37.5 

% Price Change 
4 Week 
12 Week 
YTD 

Share Information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

% Price Change Relative to S&P 500 
-4.36 4Week -1.55 
-0.81 12 Week -4.69 
1.20 YTD -7.54 

Dividend Information 
8.85 Dividend Yield 3.17% 

Annual Dividend $1.12 
665.71 Payout Ratio 0.00 

0.00 
02/10/2012 / $0.28 

5.32 Change in Payout Ratio 
06/10/2~~2 Last Dividend Payout / Amount 

EPS Information Consensus Recommendations 
Current Quarter EPS Consensus Estimate 0.40 Current (1 =Strong Buy, Ei=Strong Sell) 2.14 
Current Year EPS Consensus Estimate 2.23 30 Days Ago 2.14 
Estimated Long-Term EPS Growth Rate 12.00 60 Days Ago 2.14 
Next EPS Report Date 05/03/2012 90 Days Ago 2.1 4 

Fundamental Ratios 

PIE EPS Growth Sales Growth 
Current FY Estimate: 15.86 vs. Previous Year -5.41% vs. Previous Year -8.16% 
Trailing 12 Months: 15.84 vs. Previous Quarter -57.83% vs. Previous Quarter: -20.56% 
PEG Ratio 1.32 

Price Ratios ROE ROA 
PricelBook 03/31 / I  2 03/31/12 

http://www .zacks.com/research/print.php?type=report&t=AWR 411 7/20 12 

http://Zacks.com
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mailto:nvestorinfo@aswater.com
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Price/Cash Flow 
Price / Sales 

Current Ratio 
03/31/12 
12/31/11 

09/30/11 

Net Margin 
03/31/12 
12/31/11 

09/30/11 

inventory Turnover 
03/31/12 
12/31/11 

09/30/11 

1.62 
8.24 12/31/11 

- 09/30/11 

Quick Ratio 
- 03/31/12 

1.59 12/31/11 
1.38 09/30/11 

Pre-Tax Margin 
- 03/31/12 

17.19 12/31/11 

17.27 09/30/11 

Debt-to-Equity 
- 03/31/12 

37.26 12/31/11 

40.72 09/30/11 

10.59 12/31/11 

10.86 09/30/11 

Operating Margin 
- 03/31/12 

1.56 12/31/11 
1.35 09/30/11 

Book Value 
- 03/31/12 

17.19 12/31/11 
17.27 09/30/11 

Debt to Capital 
- 03/31/12 

0.83 12/31/11 

0.84 09130/1 I 

3.47 
3.53 

10.02 
9.88 

21.81 
21.68 

45.44 
45.66 

4/17/20 12 
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Zacks.com Quotes and Research 

CALIFORNIA WTR SVC GROUP (NYSE) ZACKS RANK: 5 -STRONG SELL 

CWT 17.82 a0.18 (1.02%) Vol. 93,158 13:20 ET 

California Water Service Company's business, which is carried on through its operating subsidiaries, consists of the 
production, purchase, storage, purification, distribution and sale of water for domestic, industrial, public and irrigation 
uses, and for fire protection. It also provides water related services under agreements with municipalities and other 
private companies. The nonregulated services include full water system operation, and billing and meter reading 
services. 

General Information 
CALIF WATER SVC 
1720 N FIRST ST C/O CALIFORNIA WATER 
SERVICE CO 
SAN JOSE, CA 951 12 
Phone: 4083678200 
Fax: 831 -427-91 85 
Web: http://www.calwatergroup.com 
Email: None 

Industry UTIL-WATER 
SPLY 

Sector: Utilities 

Fiscal Year End December 
Last Completed Quarter 12/31/11 
Next EPS Date 05/02/2012 

Price and Volume lnformation 

Zacks Rank 
Yesterday's Close 
52 Week High 
52 Week Low 
Beta 
20 Day Moving Average 
Target Price Consensus 

sk 
17.64 
19.37 
16.65 
0.28 

227,346.55 
20.6 

18.6 

% Price Change 
4 Week 
12 Week 
YTD 

% Price Change Relative to S&P 500 
-3.92 4Week 
-3.29 12 Week 
-3.40 YTD 

-1.10 
-7.07 
11.99 

Share lnformation Dividend Information 

(millions) 
Market Capitalization 
(millions) 

Last Split Date 

EPS Information Consensus R e c o m m e n ~ a ~ ~ o n s  
Current Quarter EPS Consensus Estimate 0.04 Current (l=Strong Buy, 5=Strong Sell) 2.38 
Current Year EPS Consensus Estimate 1.06 30 Days Ago 2.38 
Estimated Long-Term EPS Growth Rate 10.00 60 Days Ago 2.00 
Next EPS Report Date 05/02/2012 90 Days Ago 2.00 

Shares Outstanding 41 .82 Dividend Yield 3.57% 

737.65 Payout Ratio 0.00 
Short Ratio 2,89 Change in Payout Ratio 0.00 

Annual Dividend $0.63 

06/t3/201 Last Dividend Payout / Amount 02/02/2012 / $0.16 

F ~ n d ~ w ~ n t a l  Ratios 

PIE EPS Growth Sales Growth 

Trailing 12 Months: 20.63 vs. Previous Quarter -92.00% vs. Previous Quarter: -39.14% 
PEG Ratio 1.66 

Current FY Estimate: 16.60 vs. Previous Year -65.22% vs. Previous Year -2.32% 

~ 

http://w ww .zacks.com/researchlp/print .php?type=report&t=C WT 411 7/20 1 2 

http://Zacks.com
http://Zacks.com
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Price Ratios 
PriceIBook 
PriceICash Flow 
Price / Sales 

Current Ratio 
03/31 / I  2 
1 2/31 /I 1 
09/30/11 

Net Margin 
0313 1 /I 2 
12/31/11 

09/30/11 

Inventory Turnover 
03/31/12 

12/31/11 

09/30/11 

ROE 
1.64 03/31/12 

8.44 12/31/11 
- 09/30/11 

Quick Ratio 
- 03/31/12 

0.75 ~2/31/11 

0.97 09/30/11 

Pre-Tax Margin 
- 03/31/12 

12.13 12/31/11 

13.44 09/30111 

Debt-to-Equity 
- 03/31/12 

34.01 12/31/11 
33.41 09/30/11 

8.13 
8.88 

0.71 
0.93 

12.13 
13.44 

1.07 
1.05 

ROA 
0313 1 /I 2 
12/31/11 

09/30/11 

Operating Margin 
03/31/12 

12/31/11 

09/30/11 

Book Value 
03/31/12 

12/31/11 

09/30/11 

Debt to Capital 
03/31/12 

12/31/11 
09/30/11 

http://www .zacks.com/research/print.php?type=report&t=CWT 

2.03 
2.25 

7.18 
7.74 

10.76 
10.88 

51.71 
51.26 

4/17/2012 

http://Zacks.com
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Zacks.com Quotes and Research 

MSEX 13.25 *0.03 (0.44%) Vol. 3.073 13:19 ET 

Middlesex Water Company treats, stores and distributes water for residential, commercial, industrial and fire 
prevention purposes. 

General Information 
MIDDLESEX WATER 
1500 RONSON RD P 0 BOX 1500 
ISELIN, NJ 08830 
Phone: 7326341500 
Fax: 732-638-751 5 
Web: httpY/www.middlesexwater.com 
Email: bsohler@middlesexwater.com 

UTIL-WATER 
SPLY Industry 

Sector: Utilities 

Fiscal Year End December 
Last Completed Quarter 12/31/11 
Next EPS Date 05/11/2012 

Price and Volume Information 

Zacks Rank 
Yesterday’s Close 18.17 
52 Week High 19.60 
52 Week Low 16.51 
Beta 0.46 
20 Day Moving Average 27,818.00 
Target Price Consensus 20 

% Price Change 
4 Week 
12 Week 
YTD 

Share Information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

EPS Information 

03-19-12 04-16-12 

% Price Change Relative to S&P 500 

-2.00 4Week 0.88 
-2.15 12Week -5.98 
-2.63 YTD -1 1.27 

Dividend Information 

Annual Dividend $0.74 
285.32 Payout Ratio 0.00 

13.51 Change in Payout Ratio 0.00 

5.70 Dividend Yield 4.07% 

1 111 7/2003 Last Dividend Payout / Amount 02/13/2012 / $0.1 9 

Consensus ~ e c o m m e n ~ a t i o n s  
Current Quarter EPS Consensus Estimate 0.1 6 Current (1 =Strong Buy, 5=Strong Sell) 2.33 
Current Year EPS Consensus Estimate 0.97 30 Days Ago 2.33 
Estimated Long-Term EPS Growth Rate - 60 DaysAgo 2.33 
Next EPS Report Date 05/11/2012 90 Days Ago 2.33 

Fundamental Ratios 
PIE EPS Growth Sales Growth 

Trailing 12 Months: 21.63 vs. Previous Quarter -62.50% vs Previous Quarter: -18.73% 
PEG Ratio 

Price Ratios ROE ROA 

Current FY Estimate’ 18.67 vs. Previous Year -25.00% vs Previous Year -6.68% 

Price/Book 1.61 03/31/12 - 03/31/12 
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Price/Cash Flow 
Price / Sales 

Current Ratio 
03/31/12 
12/31/11 
09/30/11 

Net Margin 
03/31/12 
12/31/11 
09/30/11 

Inventory Turnover 
03/31/12 
12/31/11 
09/30/11 

11.90 12/31/11 
- 09/30/11 

Quick Ratio 
- 03/31/12 

0.49 12/31/11 
0.57 09/30/11 

Pre-Tax Margin 
- 03/31/12 

19.57 12/31/11 
20.1 0 09/30/11 

Debt-to-Equity 
- 03/31/12 

30.28 12/31/11 
29.83 09/30/11 

7.65 12/31/1 I 
8.02 09/30/11 

Operating Margin 
- 03/31/12 

0.45 12/31/11 
0.53 09/30/11 

Book Value 
- 03/31/12 

19.57 12/31/11 
20.1 0 09/30/11 

Debt to Capital 
- 03/31/12 

0.75 12/31/11 
0.75 09/30/11 

2.64 
2.82 

13.1 7 
13.50 

1 1.32 
11.36 

42.29 
42.31 
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ZACKS RANK 3 - HOLD I 
! -- 1 SJW 23.92 -0.18 (0.76%) Vol. 17,060 13:19 ET 

SJW CORP. is a holding company which operates through its wholly-ownedsubsidiaries, San Jose Water Co., SJW 
Land Co., and Western Precision, Inc.San Jose Water Co., is a public utility in  the business of providing 
waterservice to a populat ion of approximately 928,000 people. Their servicearea encompasses about 134 sq. miles 
in the metropolitan San Juan area.SJW Land Co. operates parking facilities located adjacent to the 
theirheadquarters and the San Jose area. 

General information 
SJW CORP 
11 0 W. TAYLOR STREET 
SAN JOSE, CA 951 10 
Phone: 4082797800 
Fax: 408-279-791 7 
Web: http://www.sjwater.com/ 
Email: boardofdirectors@sjwater.com 

Industry 
UTIL-WATER 
SPLY 

Sector: Utilities 

Fiscal Year End December 
Last Completed Quarter 12/31/11 
Next EPS Date 04/25/2012 
Price and Volume Information 

Zacks Rank 

Yesterday's Close 

52 Week High 

52 Week Low 

Beta 

20 Day Moving Average 

Target Price Consensus 

% Pr ice Change 

4 Week 

12 Week 

YTD 

Share  In fo rma t ion  

Shares Outstanding 
(millions) 

Market Capitalization 
(millions) 

Short Ratio 

Last Split Date 

EPS lnformat~on 

22 
23.74 
25.32 
20.87 
0.57 

24,341 .OO 
27.67 

24.4 
24.2 
24.0 
23.8 
23.6 
23.4 
23.2 

03-19-12 04-11-12 

% Price Change Relat ive t o  S&P 500 
-2.06 4 W e e k  0.81 
3.40 12 Week -0.65 
0.42 YTD -9.39 

Div idend In fo rma t ion  

Annual Dividend $0.71 

0.00 
02/02/2012 / $0.1 8 

8.62 Dividend Yield 2.99% 

442.02 Payout Ratio 0.00 
12.75 Change in Payout Ratio 

03/17/2006 Last Dividend Payout / Amount 

Consensus R e c o m m ~ ~ d a ~ i o n ~  
Current Quarter EPS Consensus Estimate 0.02 Current ( l=Strong Buy, 5=Strong Sell) 1.67 
Current Year EPS Consensus Estimate 0.94 30 Days Ago 1.67 
Estimated Long-Term EPS Growth Rate - 6 0 D a y s A g o  2.33 
Next EPS Report Date 04/25/2012 90 Days Ago 2.33 

F ~ n d a ~ ~ n t a l  Ratios 

PIE EPS G r o w t h  Sales G r o w t h  

Trail ing 12 Months: 25.53 vs. Previous Quarter -61.36% vs. Previous Quarter: -15.66% 
PEG Ratio 

Current FY Estimate: 25.34 vs. Previous Year 70.00% vs. Previous Year 22.83% 
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Price Ratios 
PriceiBook 
PriceICash Flow 
Price / Sales 

Current Ratio 
03/31/12 
12/31/11 
0913011 1 

Net Margin 
03/31/12 
12/31/11 
09/30/11 16.55 09/30/11 16.55 09/30/11 14.01 

Inventory Turnover Debt-to-Equity Debt to Capital 

12/31/11 106.64 12/31/11 1.30 12/31/11 56.57 
09/30/11 105.35 09/30/11 1.32 09/30/11 56.96 

03/31/12 - 03/31/12 - 03/31/12 

Page 2 of 2 

ROE 
1.67 03/31/12 
8.79 12/31/11 

- 09/30/11 

Quick Ratio 
- 03/31/12 

2.44 12/31/11 
2.31 09/30/11 

Pre-Tax Margin 
- 03/31/12 

14.83 12/31/11 

ROA 
- 03/31/12 

6.79 12/31/11 1.75 
6.34 09/30/11 1.66 

Operating Margin 
- 03/31/12 

2.40 12/31/11 7.34 
2.28 09/30/11 7.13 

Book Value 
- 03/31/12 

14.83 12/31/11 14.20 
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! AQUA AMERICA INC (NYSE) ZACKS RANK: 3 - HOLD 
W T R  2203 PO-33 (1.52%) Vol. 238,226 13:22 ET 

Aqua America is the largest publicly-traded U.S.-based water utility serving residents in Pennsylvania, Ohio, Illinois, 
Texas, New Jersey, Indiana, Virginia, Florida, North Carolina, Maine, Missouri, New York, South Carolina and 
Kentucky. The company has been committed to the preservation and improvement of the environment throughout its 
history, which spans more than 100 years. 

General Information 
AQUA AMER INC 
762 W. LANCASTER AVE 

Phone: 61 0-527-8000 
Fax: 61 0-645-1061 
Web: http://www.aquaamerica.com 
Email: None 

BRYN MAWR, PA 19010-3489 

Industry UTIL-WATER 
SPLY 

Sector: Utilities 

Fiscal Year End December 
Last Completed Quarter 12/31/1 I 
Next EPS Date 05/03/2012 

Price and Volume Information 

Zacks Rank 
Yesterday’s Close 
52 Week High 
52 Week Low 
Beta 
20 Day Moving Average 
Target Price Consensus 

% Price Change 
4 Week 
12 Week 
YTD 

Share information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

SA 
21.70 
23.28 
19.28 
0.21 

387,155.69 
24.71 

22.8 

22.6 

22.4 

22.2 

22.0 

21.8 

21.6 

03-19-12 01-16-12 

% Price Change Relative to S&P 500 
-1.36 4 Week 
-0.32 12Week 
-1.59 YTD 

1.53 
-4.22 

-10.43 

Dividend Information 
138,88 Dividend Yield 3.04% 

Annual Dividend $0.66 

0.00 
02/15/2012 /$0.17 

3,013.63 Payout Ratio 0.00 
7.96 Change in Payout Ratio 

12/02/2005 Last Dividend Payout / Amount 

EPS Information Consensus Recommendations 
Current Quarter EPS Consensus Estimate 0.21 Current (l=Strong Buy, 5=Strong Sell) 2.15 
Current Year EPS Consensus Estimate 1.08 30 Days Ago 2.1 5 
Estimated Long-Term EPS Growth Rate 8.30 60 Days Ago 1.92 
Next EPS Report Date 05/03/2012 90 Days Ago 1.92 

Fundamental Ratios 
PIE EPS Growth Sales Growth 

Trailing 12 Months, 23.08 vs. Previous Quarter -33.33% vs. Previous Quarter. -12.48% 
PEG Ratio 2.43 

Price Ratios ROE ROA 

Current FY Estimate 20.08 vs. Previous Year -4.76% vs Previous Year -3.69% 
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Price/Book 
PriceiCash Flow 
Price I Sales 

Current Ratio 
03/31/12 
12/31/11 
09/30/11 

Net Margin 
0313 1 / I  2 
12/31/11 
09/30/11 

Inventory Turnover 
03/31/12 
12/31/1 I 
09/30/11 

2.40 03/31/12 
12.43 12/31/11 

- 09/30/11 

Quick Ratio 
- 03/31/12 

0.75 12/31/11 
0.78 09/30/11 

Pre-Tax Margin 
- 03/31/12 

30.32 12/31/11 
29.01 09/30/11 

Debt-to-Equity 
- 03/31/12 

23.76 12/31/11 
24.09 09/30/11 

- 03/31/12 
10.73 12/31/17 
10.94 09/30/11 

Operating Margin 
- 03/31/12 

0.73 12/31/1 I 
0.76 09/30/1 1 

Book Value 
- 03/31/12 

30.32 12/31/11 
29.01 09/30/11 

Debt to Capital 
- 03/31/12 

1.11 12/31/11 
1.1 6 09/30/11 

3.10 
3.1 6 

17.91 
17.81 

9.03 
8.76 

52.71 
53.63 
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Zacks.iom Quotes and Research 
r -  1 AGL RESOURCES INC (NYSE) ZACKS RANK: 5 - STRONG SELL I 1 GAS 38.34 4.18 (0.47%) Vol. 217,983 13:24 ET 
AGL Resources principal business is the distribution of natural gas to customers in central, northwest, northeast and 
southeast Georgia and the Chattanooga, Tennessee area through its natural gas distribution subsidiary. AGL's 
major service area is the ten county metropolitan Atlanta area. 

General Information 
AGL RESOURCES 
TEN PEACHTREE PLACE 
ATLANTA, GA 30309 
Phone: 4045844000 

Web: http://www.aglresources.com 
Email: scave@aglresources.com 

Sector: Utilities 

Fiscal Year End December 
Last Completed Quarter 12/31/11 
Next EPS Date 05/03/2012 

Price and Volume ~nforma~ion 

.___- 

Fax: 404-584-3945 

Industry UTIL-GAS DISTR 

Zacks Rank 
Yesterday's Close 
52 Week High 
52 Week Low 
Beta 
20 Day Moving Average 
Target Price Consensus 

% Price Change 
4 Week 
12 Week 
YTD 

Share Information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

EPS I n ~ o r r n ~ t ~ ~ n  

38.16 
43.69 
34.08 

0.41 
496,616.19 

41.8 

39.4 
39.2 
39.0 
38.8 
38.6 
38.4 
38.2 
38.0 
37.8 

O b  Price Change Relative to S&P 500 
-1.37 4 Week 1.52 
-8.97 12 Week -12.53 
-9.70 YTD -17.82 

Dividend Information 

Annual Dividend $1.80 
4,473.54 Payout Ratio 0.00 

0.00 
02/15/2012 /$0.35 

, 7,23 Dividend Yield 4.72% 

2,18 Change in Payout Ratio 
2/04/1995 Last Dividend Payout / Amount 

Consensus ~ ~ c o m m ~ n d a ~ i o n s  
Current Quarter EPS Consensus Estimate 1.37 Current (f=Strong Buy, 5=Strong Sell) 2.57 
Current Year EPS Consensus Estimate 2.83 30 Days Ago 2.57 
Estimated Long-Term EPS Growth Rate 4.1 0 60 Days Ago 2.57 
Next EPS Report Date 

Fundamental Ratios 

PIE 
Current FY Estimate: 13.50 
Trailing 12 Months: 13.39 
PEG Ratio 3.33 

Price Ratios 
PricelBook 0.90 

05/03/2012 90 Days Ago 2.57 

EPS Growth Sales Growth 
18.80% vs. Previous Year 1.1 6% vs. Previous Year 

vs. Previous Quarter 4.250.00% vs. Previous Quarter: 167.80% 

ROE 
03/3 1 112 

ROA 
- 03/31/12 
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Price/Cash Flow 
Price / Sales 

Current Ratio 
03/31/12 
1 2/3 1 /I 1 
09/30/11 

Net Margin 
03/31/12 
12/31/11 
09/30/11 

Inventory Turnover 
03/31/12 
12/31/11 
09/30/11 

7.18 12/31/11 
- 09/30/11 

Quick Ratio 
- 03/31/12 

0.89 12/31/11 
1.58 09/30/11 

Pre-Tax Margin 
- 03/31/12 

13.30 12/31/11 
15.41 09/30/11 

Debt-to-Equity 
- a 3 / ~ 1 2  

2.77 12/31/11 
2.82 09/30/11 

10.23 12/31/11 
11.78 09/30/1 I 

Operating Margin 
- 03/31/12 

0.65 12/31/11 
1.02 09/30/11 

Book Value 
- 03/31/12 

13.30 12/31/11 
15.41 09/30/11 

Debt to Capital 
- 03/31/12 

1.07 12/31/11 
1.43 09/30/11 
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23.97 
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ATMOS ENERGY CORP (NYSE) ZACKS RANK: 4 - SELL 

[ A T 0  31.64 ~ 0 . 1 9  (0.60%) Vol. 257,972 13:24 ET 
Atmos Energy Corporation distributes and sells natural gas to residential, commercial, industrial, agricultural and 
other customers. Atmos operates through five divisions in cities, towns and communities in service areas located in 
Colorado, Georgia, Illinois, Iowa, Kansas, Kentucky, Louisiana, Missouri, South Carolina, Tennessee, Texas and 
Virginia. The Company has entered into an agreement to sell all of its natural gas utility operations in South Carolina. 
The Company also transports natural gas for others through its distribution system. 

General Information 
ATMOS ENERGY CP 
1800 THREE LINCOLN CTR 5430 LBJ  
FREEWAY 
DALLAS, TX 75240 
Phone: 9729349227 
Fax: 972-855-3040 
Web: http://www.atmosenergy.com 
Email: None 

Industry UTIL-GAS DlSTR 
Sector: Utilities 

Fiscal Year End September 
Last Completed Quarter 12/31/11 
Next EPS Date 05/02/2012 

Price and Volume Information 

Zacks Rank dk 
Yesterday’s Close 31.45 
52 Week High 35.55 
52 Week Low 28.51 
Beta 0.48 
20 Day Moving Average 433,119.59 
Target Price Consensus 34.5 

YO Price Change 
4 Week 
12 Week 
YTD 

Share Information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

2.18 
-3.44 
-5.70 

90.22 

2,837.39 

1.02 
0511 71 1994 

EPS Information 
Current Quarter EPS Consensus Estimate 1.43 
Current Year EPS Consensus Estimate 2.32 
Estimated Long-Term EPS Growth Rate 4.70 
Next EPS Report Date 05/02/2012 

~ ~ n ~ a m e n t a l  Ratios 

Pi€ EPS Growth 
Current FY Estimate: 13.54 vs. Previous Year 

32.0 

31.8 

31.6 

31.4 

31.2 

31. b 

30.8 

30.6 

% Price Change Relative to S&P 500 
4 Week 5.17 
12 Week -7.22 
YTD -14.83 

Dividend Information 

Annual Dividend $1.38 
Payout Ratio 0.00 
Change in Payout Ratio 0.00 

Dividend Yield 4.39% 

Last Dividend Payout / Amount 02/23/2012 /$0.34 

Consensus Recommendations 
Current (1 =Strong Buy, S=Strong Sell) 2.86 
30 Days Ago 2.86 
60 Days Ago 2.86 
90 Days Ago 2.86 

Sales Growth 
-24.69% vs. Previous Year - 2 . 8 3 ~ ~  

Trailing 12 Months: 15.34 vs. Previous Quarter 91 6.67% vs. Previous Quarter: 46.14% 
PEG Ratio 2.90 
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Price Ratios 
Price/Book 
PriceiCash Flow 
Price / Sales 

Current Ratio 
03/31/12 
12/31/11 
09/30/11 

Net Margin 
03/31 /I 2 
12/31/11 
09/30/11 

Inventory Turnover 
03/31/12 
12/31/11 
09/30/11 

ROE 
1.25 03/31 /I 2 
6.63 12i31/11 

- 09/30/11 

Quick Ratio 
- 03/31/12 

1.07 12/31/11 
1.1 7 09/30/11 

Pre-Tax Margin 
- 03/31/12 

7.04 12/31/11 
7.19 09/30/11 

Debt-to-Equity 
- 03/31/12 

12.51 12/31/11 
12.46 09/30/11 

ROA 
- 03/31/12 

8.09 12/31/11 
8.88 09/30/11 

Operating Margin 
- 03/31/12 

0.79 12/31/11 
0.83 09/30/11 

Book Value 
- 03/31/12 

7.04 12/31/11 
7.19 09/30/11 

Debt to Capital 
- 03/31/12 

0.97 12l31/11 
0.98 09/30/11 

2.59 
2.88 

4.33 
4.72 

25.10 
24.98 

49.31 
49.45 
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Zacks.com Quotes and Research 

LACLEDE GROUP INC (NVSE) ZACKS RANK: 3 - HOLD 

---- 1 LG 39.39 3.0.29 (0,7456) Vol. 19,955 13:23 ET 

The Laclede Group, Inc. is a public utility engaged in the retail distribution and transportation of natural gas. The 
Company, which is subject to the jurisdiction of the Missouri Public Service Commission, serves the City of St. Louis, 
St. Louis County, the City of St. Charles, St Charles County, the town of Arnold, and parts of Franklin, Jefferson, St. 
Francois, Ste. Genevieve, Iron, Madison and Butler Counties, all in Missouri. 

General Information 
LACLEDE GRP INC 
720 OLIVE ST 
ST LOUIS, MO 63101 
Phone: 3143420500 
Fax 314-421-1979 
Web: http://www.thelacledegroup.com 
Emaii: kullman@Iacledegas.com 

Sector: Utilities 

Fiscal Year End September 
Last Completed Quarter 12/31/11 
Next EPS Date 04/27/2012 

Price and Volume ~ n f o r m a ~ ~ o n  

- 

industry UTIL-GAS DlSTR 

Zacks Rank i 
Yesterday’s Close 39.10 
52 Week High 43.00 
52 Week Low 32.90 
Beta 0.06 
20 Day Moving Average 88,466.25 
Target Price Consensus 42 

% Price Change 
4 Week 
12 Week 
YTD 

Share Information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

% Price Change Relative to S&P 500 
-1.91 4 Week 0.97 
-3.53 12 Week -7.30 
-3.39 YTD -12.44 

Dividend Information 
22,49 Dividend Yield 4.25% 

Annual Dividend $1.66 

0.00 
03/08/2012 / $0.41 

879.20 Payout Ratio 0.00 
9,54 Change in Payout Ratio 

03/08/1994 Last Dividend Payout / Amount 

EPS Information Consensus Recommendations 
Current Quarter EPS Consensus Estimate 1.36 Current (1 =Strong Buy, 5=Strong Sell) 3.00 
Current Year EPS Consensus Estimate 2.68 30 Days Ago 3.00 
Estimated tong-Term EPS Growth Rate 3.00 60 Days Ago 3.00 
Next EPS Report Date 04/27/2012 90 Days Ago 3.00 

Fundamental Ratios 

PIE EPS Growth Sales Growth 
Current FY Estimate: 14.60 vs. Previous Year 5.71% vs. Previous Year -7.49% 
Trailing 12 Months: 13.72 vs Previous Quarter 892.86% vs Previous Quarter: 51.60% 
PEG Ratio 4.87 

Price Ratios ROE 
Price/Book 1.49 03/31/12 

ROA 
03/31/12 
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Price/Cash Flow 
Price / Sales 

Current Ratio 
03/31/12 
12/31/11 
09/30/11 

Net Margin 
03/31/12 
12/31/11 
09/30/11 

Inventory Turnover 
03/31/12 
1 2/31 /I 1 
09/30/11 

8.58 12/31/11 
- 09/30/11 

Quick Ratio 
- 03/31/12 

1.29 12/31/11 
1.59 09/30/11 

Pre-Tax Margin 
- 03/31/12 

6.10 12/31/11 
5.80 09/30/11 

Debt-to-Equity 
- 03/31/12 

12.27 12/31/11 
12.58 09/30/11 

11.03 12/31/11 
10.96 09/30/11 

Operating Margin 
- 03/31/12 

0.89 12/31/11 
1.04 09/30/11 

Book Value 
- 03/31/12 

6.10 12/31/11 
5.80 09/30/11 

Debt to Capital 
- 03/31/12 

0.58 12/31/11 
0.64 09/30/11 

3.58 
3.50 

4.06 
3.88 

26.25 
25.56 

36.53 
38.86 
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Zacks.com Quotes and Research 

NEW JERSEY RES (NYSE) ZACKS RANK: 4 - SELL 

NJR 43.04 4 . 3 4  f0.80%) Val. 92,937 1324 ET 

NJ RESOURCES is an exempt energy svcs holding company providing retail & wholesale natural gas & related 
energy services to customers from the Gulf Coast to New England. Subsidiaries include: (1) N J Natural Gas Co, a 
natural gas distribution company that provides regulated energy & appliance services to residential, commercial & 
industrial customers in central & northern N J. (2) NJR Energy Holdings Corp formerly NJR Energy Svcs Corp & (3) 
NJR Development Corp, a sub-holding company of NJR, which includes the Company's remaining unregulated 
operating subsidiaries. 

General Information 
NJ RESOURCES 
1415 WYCKOFF RD PO BOX 1468 
WALL, NJ 07719 
Phone: 9089381494 
Fax: 732-938-2134 
Web: http://www.njresources.com 
Email: dpuma@njresources.com 

Sector, Utilities 

Fiscal Year End September 
Last Completed Quarter 12/31/11 
Next EPS Date 05/02/2012 

Price and Volume Information 

Industry UTIL-GAS DISTR 

Zacks Rank dk 
Yesterday's Close 42.70 
52 Week High 50.48 
52 Week Low 39.60 
Beta 0.24 
20 Day Moving Average 222,499.25 
Target Price Consensus 47.25 

% Price Change 
4 Week 
12 Week 
YTD 

Share Information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

EPS Information 

46.0 
45.5 

+5.0 
44.5 

44.0 
43.5 

43.0 
42.5 

42.0 

03-13-12 1)4-16-12 

% Price Change Relative to S&P 500 
-4.09 4 Week -1.27 

-10.71 12 Week -14.20 
-13.21 YTD -21.26 

Dlvidend information 

Annual Dividend $1.52 
41 .48 Dividend Yield 3.56% 

1,771.07 Payout Ratio 0.00 
10.41 Change in Payout Ratio 0.00 

03/04/2008 Last Dividend Payout / Amount 03/13/2012 / $0.38 

Consensus Recommendations 
Current Quarter EPS Consensus Estimate 1.59 Current (1 =Strong Buy, 5=Strong Sell) 3.29 
Current Year EPS Consensus Estimate 2.74 30 Days Ago 3.00 
Estimated Long-Term EPS Growth Rate 4.50 60 Days Ago 3.00 
Next EPS Report Date 05/02/2012 90 Days Ago 2.88 

Fundamental Ratios 

PIE EPS Growth Sales Growth 
Current FY Estimate: 15.60 vs. Previous Year 55.71% vs. Previous Year -9.92% 
Trailing 12 Months: 14.48 vs. Previous Quarter 5,350.00% vs. Previous Quarter: -4.25% 
PEG Ratio 3.47 
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Price Ratios 
PriceIBook 
PricelCash Flow 
Price / Sales 

Current Ratio 
0313 1 / I  2 
1 2/31 11 1 
09/30/11 

Net Margin 
03/31/12 
12/31/11 
09/30/11 

Inventory Turnover 
03/31/12 
12/31/11 
09/30/11 

ROE 
2.16 03/31/12 
12.48 12/31/11 

- 09/30111 

Quick Ratio 
- 03/31/12 

1.03 12/31/11 
1.04 09/30/11 

Pre-Tax Margin 
- 03/31/12 

5.53 12/31/11 
4.22 09/30/11 

Debt-to-Equity 
- 03/31/12 

9.90 12/31/11 
9.61 09/30/11 

ROA 
- 03/31/12 

15.44 12/31/11 
13.77 09/30/11 

Operating Margin 
- 03/31/12 

0.68 12/31/11 
0.61 09/30/11 

Book Value 
- 03/31/12 

5.53 12/31/11 
4.22 09/30/11 

Debt to Capital 
- 03/31/12 

0.53 12/31/11 
0.55 09/30/11 

http://www .zacks.com/research/print.php?type=report&t=NJR 
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4.08 

4.18 
3.54 

19.81 
18.73 

34.47 
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NORTHWEST NAT GAS CO (NYSE) ZACKS RANK: 3 - HOLD 

NWN 45.07 h0.52 (1.17%) Vol. 18,398 13:25 ET 

NW Natural is principally engaged in the distribution of natural gas.The Oregon Public Utility Commission (OPUC) 
has allocated to NW Natural as its exclusive service area a major portion of western Oregon, including the Portland 
metropolitan area, most of the fertile Willamette Valley and the coastal area from Astoria to Coos Bay. NW Natural 
also holds certificates from the Washington Utilities and Transportation Commission (WUTC) granting it exclusive 
rights to serve portions of three Washington counties bordering the Columbia River. 

General Information 
NORTHWEST NAT G 
ONE PACIFIC SQUARE 220 NW SECOND AVE 

Phone: 503226421 1 

Web: http://www.nwnatural.com 
Email: Bob.Hess@nwnatural.com 

PORTLAND, OR - 
Fax: 503-273-4824 

Industry 
Sector: 

UTIL-GAS DISTR 
Utilities 

Fiscal Year End December 
Last Completed Quarter 12/31/11 
Next EPS Date 05/04/2012 

Price and Volume Information 

Zacks Rank 
Yesterday's Close 44.55 
52 Week High 49.49 
52 Week Low 39.63 
Beta 0.31 
20 Day Moving Average 97,379.20 
Target Price Consensus 48.13 

Yo Price Change 
4 Week 
12 Week 
YTD 

Share Information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

% Price Change Relative to SBP 500 
-1.70 4 Week 
-5.77 12 Week 
-7.05 YTD 

1.18 
-9.46 

-15.63 

Dividend Information 

Annual Dividend $1.78 

0.00 
01/27/2012 I$O.44 

26.79 Dividend Yield 4.00% 

1,193.58 Payout Ratio 0.00 
17.26 Change in Payout Ratio 

09/09/1996 Last Dividend Payout i Amount 

EPS Information Consensus Recommendations 
Current Quarter EPS Consensus Estimate 1.51 Current ( 1  =Strong Buy, 5=Strong Sell) 2.40 
Current Year EPS Consensus Estimate 2.50 30 Days Ago 2.40 
Estimated Long-Term EPS Growth Rate 4.30 60 Days Ago 2.20 
Next EPS Report Date 05/04/2012 90 Days Ago 2.33 

Fundamental Ratios 

PIE EPS Growth Sales Growth 

Trailing 12 Months: 17.40 vs. Previous Quarter 451.61 Yo vs. Previous Quarter: 190.63% 
PEG Ratio 4.14 

Price Ratios ROE ROA 

Current FY Estimate: 17.82 vs. Previous Year -1.80% vs. Previous Year 1.14% 

http://www.zacks.com/research/print.php?type=report&t=NWN 411 7/20 12 
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Price/Book 
Price/Cash Flow 
Price / Sales 

Current Ratio 
03/31/12 
12/31/11 
09/30/11 

Net Margin 
03/31/12 
1213111 1 
09/30/11 

inventory Turnover 
03/31/12 
12/31/11 
09/30/11 

1.66 03/31/12 
8.60 12/31/11 

- 09/30/11 

Quick Ratio 
- 03/31/12 

0.84 12/31/11 
0.62 09/30/11 

Pre-Tax Margin 
- 03/31/12 

12.64 12/31/11 
12.77 09/30/11 

Debt-to-Equity 
- 03/31/12 

8.27 12/31/11 
8.07 09/30/11 

9.59 
9.71 

0.66 
0.41 

12.64 
12.77 

0.90 
0.86 

03/31/12 
1 2/31/11 
09/30/11 

Operating Margin 
03/31/12 
12/31/11 
09/30/11 

Book Value 
03/31/12 
12/31/11 
09/30/11 

Debt to Capital 
03/31/12 
1 2/31 /I 1 
09/30/11 

http://www .zacks.com/researchlprint.php?t ype=report&t=NWN 
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26.1 1 
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PIEDMONT NAT GAS INC (NYSE) 

PNY 29.83 -0.27 (0.91%) Vol. 199,795 1328 ET 

ZACKS RANK 3 - HOLD 

Piedmont Natural Gas Co, Inc., is an energy and services company engaged in the transportation and sale of natural 
gas and the sale of propane to residential, commercial and industrial customers in North Carolina, South Carolina 
and Tennessee. The Company is the second-largest natural gas utility in the southeast. The Company and its non- 
utility subsidiaries and divisions are also engaged in acquiring, marketing and arranging for the transportation and 
storage of natural gas for large-volume purchasers, and in the sale of propane to customers in the Company's three- 
state service area. 

General Information 
PIEDMONT NAT GA 
4720 PIEDMONT ROW DR 
CHARLOTTE, NC 28233 
Phone: 7043643120 
Fax: 704-365-3849 
Web: http://www.piedmontng.com 
Email: nvestorrelations@piedmontng.com 

Sector: Utilities 

Fiscal Year End October 
Last Completed Quarter 01/31/12 
Next EPS Date 06/06/2012 

Price and Volume Information 

Industry UTIL-GAS DISTR 

Zacks Rank A 
Yesterday's Close 29.56 
52 Week High 34.74 
52 Week Low 25.86 
Beta 0.29 
20 Day Moving Average 355,084.91 
Target Price Consensus 31.67 

32.0 

% Price Change 
4 Week 
12 Week 
YTD 

Share information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

% Price Change Relative to S&P 500 
-6.60 4 Week -3.86 
-9.74 12Week -13.27 

-13.01 YTD -20.70 

Dividend Information 
71 .69 Dividend Yield 4.06% 

Annual Dividend $1.20 
2,119.04 Payout Ratio 0.79 

0.09 
03/21/2012 / $0.30 

9.96 Change in Payout Ratio 
11/01/2004 Last Dividend Payout / Amount 

EPS Information Consensus R e c o m m ~ ~ ~ a t i o n s  
Current Quarter EPS Consensus Estimate 0.71 Current (l=Strong Buy, 5=Strong Sell) 3.50 
Current Year EPS Consensus Estimate 1.59 30 Days Ago 3.50 
Estimated Long-Term EPS Growth Rate 4.70 60 Days Ago 3.50 
Next EPS Report Date 06/06/2012 90 Days Ago 3.38 

~ ~ n ~ a m ~ n t a l  Ratios 

PIE EPS Growth Sales Growth 

Trailing 12 Months: 20.25 vs. Previous Quarter 907.69% vs. Previous Quarter: 145.74% 
PEG Ratio 3.97 

Current FY Estimate. 18.54 vs. Previous Year -9.48% vs. Previous Year -27.64% 
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Price Ratios 
PricelBook 
PriceICash Flow 
Price / Sales 

Current Ratio 
01 /31 /I 2 
10/31/11 
07/31/11 

Net Margin 
01 13 1 /I 2 
10/31/11 
07/31/11 

Inventory Turnover 
01/31/12 
10/31/11 
07/31/11 

ROE 
2.08 01/31/12 
9.68 10/31/11 
1.69 07/31/11 

Quick Ratio 
0.62 01/31/12 
0.54 10/31/1 I 
0.73 07/31/1 I 

Pre-Tax Margin 
13.74 01/31/12 
12.96 10/31/11 
13.03 07/31/11 

Debt-to-Equity 
9.81 01/31/12 

11.66 10/31/11 
I 1.25 07/31/11 

ROA 
10.29 01/31/12 
11.13 10/31/11 
11.26 07/31/11 

Operating Margin 
0.47 01/31/12 
0.36 10/31/1 I 
0.54 07/31/11 

Book Value 
13.74 01/31/12 
12.96 10/31/11 
13.03 07/31/11 

Debt to Capital 
0.66 01/31/12 
0.68 10/31/11 
0.66 07/31/11 

3.25 
3.55 
3.62 

8.40 
7.92 
7.94 

14.24 
13.81 
14.20 

39.59 
40.37 
39.77 
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SOUTH JERSEY INDS INC (NYSE) 

SJI 48.63 *0.61 11.2796) Vol. 50.246 1310 ET 

ZACKS RANK: 4 -SELL i 
I 

South Jersey lnds Inc. is engaged in the business of operating, through subsidiaries, various business enterprises. 
The company's most significant subsidiary is South Jersey Gas Company (SJG). SJG is a public utility company 
engaged in the purchase, transmission and sale of natural gas for residential, commercial and industrial use. SJG 
also makes off-system sales of natural gas on a wholesale basis to various customers on the interstate pipeline 
system and transports natural gas. 

General Information 
SOUTH JERSEY IN 
1 SOUTH JERSEY PLAZA. ROUTE 54 
FOLSOM, NJ 08037 
Phone: 609-561 -9000 
Fax: 609-561-8225 
Web: http://www.sjindustries.com 
Email: None 

Industry UTIL-GAS DlSTR 
Sector: Utilities 

Fiscal Year End December 
Last Completed Quarter 12/31/11 
Next EPS Date 05/09/2012 

Price and Volume lnformation 

Zacks Rank 
Yesterday's Close 48.02 
52 Week High 57.99 
52 Week Low 42.85 
Beta 0.33 
20 Day Moving Average 123,359.95 

Target Price Consensus 53.25 

Yo Price Change 
4 Week 
12 Week 
YTD 

Share Information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

51.0 
50.5 
50.0 
49.5 
49.0 
48.5 
48.0 
47.5 

03-19-12 04-16-12 

O h  Price Change Relative to S&P 500 
-5.60 4Week -2.83 

-12.85 12 Week -16.26 
-15.47 YTD -23.07 

Dividend Information 

Annual Dividend $1 61  

0.00 
03/07/2012 I' $0.40 

30.25 Dividend Yield 3.35% 

1,452.60 Payout Ratio 0.00 
5.07 Change in Payout Ratio 

07/01/2005 Last Dividend Payout / Amount 

EPS Information Consensus Recommendations 
Current Quarter EPS Consensus Estimate 1.71 Current (I=Strong Buy, 5=Strong Sell) 1.40 
Current Year EPS Consensus Estimate 3.1 2 30 Days Ago 1.40 
Estimated Long-Term EPS Growth Rate 6.00 60 Days Ago 1.33 
Next EPS Report Date 05/09/2012 90 Days Ago 1.33 

Fundamental Ratios 

PIE EPS Growth Sales Growth 
Current FY Estimate: 15.41 vs Previous Year 20.69% vs. Previous Year -29.96% 
Trailing 12 Months: 16.62 vs. Previous Quarter 10,400.00% vs. Previous Quarter: 44.27% 
PEG Ratio 2.57 

Price Ratios ROE ROA 

http://www .zacks.com/research/print.php?type=report&t=SJI 4/17/20 1 2 
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PriceIBook 
PriceICash Flow 
Price / Sales 

Current Ratio 
03/31/12 
12/31/11 
09/30/11 

Net Margin 
03/31/12 
12/31/11 
09/30/11 

Inventory Turnover 
03/31/12 
12/31/11 
09/30/11 

2.32 03/31/12 
10.74 12/31/11 

- 09/30111 

Quick Ratio 
- 03/31/12 

0.58 12/31/11 
0.65 09/30/11 

Pre-Tax Margin 
- 03/31/12 

13.66 12/31/11 
12.28 09/30/11 

Debt-to-Equity 
- 03/31/12 

11.36 12/31/11 
1 2.75 09/30/11 

- 03/31/12 

13.66 09/30/11 
14.28 1213t/ii 

Operating Margin 
- 03/31/12 

0.46 12/31lll 
0.50 09/30/11 

Book Value 
- 03/31/12 

13.66 12/31/11 
12.28 09/30/1 I 

Debt to Capital 
- 03/31/12 

0.68 12/31/11 
0.71 09/30/11 

4.14 
3.95 

10.50 
8.91 

20.71 
i 9.83 

40.47 
41 6 0  
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2acks.com Quotes and Research 

SOUTHWEST GAS CORP (NEE) 

SWX 42.03 60.71 11.72%) Vol. 93.451 13:42 ET ~ 1 ZACKS RANK: 1 -STRONG BUY 

SOUTHWEST GAS CORP. is principally engaged in the business of purchasing,transporting, and distributing natural 
gas in portions of Arizona, Nevada,and California. The Company also engaged in financial services activitiesJhrough 
PriMerit Bank, Federal Savings Bank (PriMerit or the Bank), a wholly owned subsidiary. 

General information 
SOUTHWEST GAS 
5241 SPRING MOUNTAIN . PO BOX 98510RD 

Phone: 7028767237 
Fax: 702-876-7037 
Web: http://ww.swgas.com 
Email: None 

LAS VEGAS, NV 89193-8510 

Industry UTIL-GAS DISTR 
Sector: Utilities 

Fiscal Year End December 
Last Completed Quarter 12/31/11 
Next EPS Date 05/09/2012 

Price and Volume i n f ~ ~ m a ~ i o n  

Zacks Rank 
Yesterday’s Close 41.32 
52 Week High 43.64 
52 Week Low 32.12 
Beta 0.70 
20 Day Moving Average 153,189.50 
Target Price Consensus 41.75 

% Price Change 
4 Week 
12 Week 
YTD 

Share Information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

EPS Information 
Current Quarter EPS Consensus Estimate 
Current Year EPS Consensus Estimate 
Estimated Long-Term EPS Growth Rate 

43.5 

43.0 

42.5 

42.0 

41.5 

41.0 

@3-19-12 04-16-12 

% Price Change Relative to S&P 500 
-3.57 4Week -0.74 
-1.27 12Week -5.13 
-2.75 YTD -11.18 

Dividend Information 
46,09 Dividend Yield 2.57% 

Annual Dividend $1.06 
1,904.56 Payout Ratio 0.00 

7.81 Change in Payout Ratio 0.00 
N/A Last Dividend Payout / Amount 02/13/2012 /$0.26 

Consensus R e c o ~ m e ~ d a t  ions 
1.57 Current (l=Strong Buy, 5=Strong Sell) 2.86 
2.60 30 Days Ago 2.86 
5.30 60 Days Ago 2.86 

Next EPS Report Date 05/09/2012 90 Days Ago 2.86 

Fundamental Ratios 
PIE EPS Growth Sales Growth 

Current FY Estimate: 15.91 vs. Previous Year 21.43% vs. Previous Year 

PEG Ratio 3.03 

Price Ratios ROE ROA 

10.58% 
Trailing 12 Months. 16.53 vs. Previous Quarter 695.00% vs. Previous Quarter: 46.81% 

Price/Book 1.55 03/31/12 - 03/31/12 
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PriceICash Flow 
Price / Sales 

Current Ratio 
03/31/12 

12/31/11 

09/30/11 

Net Margin 
03/31/12 

12/31/11 

09/30/11 

Inventory Turnover 
03/31/12 

12/31/11 
09/30/11 

6.70 12/31/11 
- 09/30/11 

Quick Ratio 
- 03/31/12 

0.54 12/31/11 

0.42 09/30/11 

Pre-Tax Margin 
- 03/31/12 

9.28 12/31/11 

8.62 09/30/11 

Debt-to-Equity 
- 03/31/12 
- 12/31/11 

- 09/30111 

9.57 12l31/11 

8.82 09/30/11 

Operating Margin 
- 03/31/12 

0.54 12/31/11 

0.42 09!30/11 

Book Value 
- 03/31/12 

9.28 12/31/11 
8.62 09/30/11 

Debt to Capital 
- 03/31/12 

0.76 12/31/11 
0.79 09/30/11 

http://www.zacks.com/research/print.php?type=report&t=S WX 

2.89 
2.69 

6.17 
5.77 

26.68 
25.88 

43.18 
44.10 
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I WGL 39.69 40.52 11.3394) Vol. 107.875 13:45 ET 1 ZACKS RANK: 2 - BUY 

WASHINGTON GAS LIGHT CO is a public utility that delivers and sells natural gas to metropolitan Washington, 
D.C. and adjoining areas in Maryland and Virginia. A distribution subsidiary serves portions of Virginia and West 
Virginia. The Company has four wholly-owned active subsidiaries that include: Shenandoah Gas Company 
(Shenandoah) is engaged in the delivery and sale of natural gas at retail in the Shenandoah Valley, including 
Winchester, Middletown, Strasburg, Stephens City and New Market, Virginia, and Martinsburg, West Virginia. 

General Information 
WGL HLDGS INC 
101 CONSTITUTION AVE N.W. 
WASHINGTON, DC 20080 
Phone: 7037504440 
Fax: 703-750-4828 
Web: http://www.wglholdings.com 
Email: robertdennis@washgas.com 

Industry 
Sector: 

UTIL-GAS DlSTR 
Utilities 

Fiscal Year End September 
Last Completed Quarter 12/31/11 
Next EPS Date 05/02/2012 

Price and Volume i n ~ o r m a ~ ~ o n  

Zacks Rank 
Yesterday's Close 
52 Week High 
52 Week Low 
Beta 
20 Day Moving Average 
Target Price Consensus 

% Price Change 
4 Week 
12 Week 
YTD 

Share Information 
Shares Outstanding 
(millions) 
Market Capitalization 
(millions) 
Short Ratio 
Last Split Date 

EPS in~o~mation 

39.17 
44.99 
34.71 
0.26 

278,869.81 
43.86 

83-16-12 04- 13- 12 

% Price Change Relative to S&P 500 
-3.21 4 Week -0.37 
-9.18 12Week -1 2.73 

-11.42 YTD -19.66 

Dividend information 
51 .50 Dividend Yield 4.08% 

Annual Dividend $1 60 

0.00 
04/05/2012 / $0.40 

2,017.1 8 Payout Ratio 0.00 
6.65 Change in Payout Ratio 

05/02/1995 Last Dividend Payout / Amount 

Consensus Recom~endaiions 
Current Quarter EPS Consensus Estimate 1.66 Current (1 =Strong Buy, 5=Strong Sell) 2.63 
Current Year EPS Consensus Estimate 2.50 30 Days Ago 2.63 
Estimated Long-Term EPS Growth Rate 5.20 60 Days Ago 2.63 
Next EPS Report Date 

~ ~ n ~ a m e n t a l  Ratios 
PIE 

Current FY Estimate: 15.67 
Trailing 12 Months: 16.53 
PEG Ratio 3.03 

Price Ratios 

05/02/2012 90 Days Ago 2.75 

EPS Growth Sales Growth 
vs. Previous Year 10.78% vs. Previous Year -8.56% 
vs. Previous Quarter 534.62% vs. Previous Quarter: 62.40% 

ROE ROA 

http://www . zacks.com/research/print.php?type=report&t=WGL 411 7/20 12 

http://Zacks.com
http://www.wglholdings.com
mailto:robertdennis@washgas.com
http://www


Zacks.com Page 2 of 2 

PriceIBook 

Priceleash Flow 
Price / Sales 

Current Ratio 
03/31/12 
12/31/11 
09/30/11 

Net Margin 
03/31/12 
12/31/11 
09/30/11 

Inventory Turnover 
03/31/12 
12/31/11 
09/30/11 

1.63 03/31/12 
9.27 12/31/11 

- 09/30/11 

Quick Ratio 
- 03/31/12 

1.20 12/31/11 
1.26 09/30/11 

Pre-Tax Margin 
- 03/31/12 

6.78 12/31/11 
7.47 09/30/11 

Debt-to-Equity 
- 03/31/12 

8.87 12/31/11 
10.19 09/30/11 

- 03/31/12 
9.85 12/31/11 
9.41 09/30/11 

Operating Margin 
- 03/31/12 

0.79 12/31/11 
0.71 09/30/11 

Book Value 
- 03/31/12 

6.78 12/31/11 
7.47 09/30/11 

Debt to Capital 
- 03/31/12 

0.47 12/31/11 
0.49 09/30/11 

3.12 
2.99 

4.55 
4.21 

24.03 
23.44 

31 60 
32.30 
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MAY 4, 2 0 1 2  V A L U E  L I N E  S E L E C T I O N  & O P I N I O N  P A G E  1 6 1 3  

Selected Yields 
3Months Year 

Recent Ago Ago 
(4/25/12) (1/25/12) (4/27/11) 

3Months Year 
Ago Recent Ago 

(4/25/12) (1/25/12) (4/27/11) 

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.12 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.1 0 
Prime Rate 
30-day CP (Al/P1) 
3-month LlBOR 
Bank CDs 
6-month 
1 -year 
5-year 
U.S. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
1 0-year 
10-year (inflation-protected) 
30-year 
30-year Zero 

3.25 3.25 3.25 
0.36 0.32 0.24 
0.47 0.56 0.27 

0.22 0.22 0.28 
0.33 0.34 0.46 
1.13 1.15 1.71 

0.09 0.04 0.05 
0.14 0.06 0.1 1 
0.1 7 0.1 0 0.20 
0.84 0.79 2.02 
1.98 2.00 3.36 
-0.28 -0.25 0.77 
3.1 5 3.15 4.45 
3.39 3.35 4.79 

I 6.00% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 
3 

Treasury Security Yield Curve 

1 1 2  

Mus. Years 

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (1 0-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25130-year) BadBBB 
Foreign Bonds (1 0-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial A 
Financial Adjustable A 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25130-year Aaa 
25130-year A 
Rev- Bonds (Revs) (Urnyear) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Federal Reserve Data 

1.89 
2.36 

3.52 
4.27 
4.1 7 
4.65 

2.11 
1.74 
0.92 
2.14 

5.67 
6.14 
5.50 

3.90 
4.81 

0.1 8 
1.02 
0.87 
1.86 
2.02 
3.1 7 
3.63 
5.08 

4.40 
4.64 
4.82 
4.60 
4.44 

1.22 
2.1 1 
2.01 
2.35 

4.1 5 
4.42 
4.47 
5.14 

2.04 
1.95 
1.01 
2.16 

5.39 
6.09 
5.50 

3.60 
4.77 

0.1 8 
1.13 
0.87 
2.01 
2.00 
2.98 
3.59 
5.02 

4.43 
4.50 
4.93 
4.64 
4.48 

2.72 
2.94 
2.87 
2.62 

4.68 
5.40 
5.53 
5.95 

3.27 
3.29 
1.22 
3.57 

5.65 
6.46 
5.50 

4.98 
5.54 

0.27 
1.1 3 
1.66 
2.75 
3.28 
4.41 
4.75 
6.07 

5.1 5 
5.28 
5.97 
5.60 
5.29 

Excess Reserves 
Borrowed Reserves 
Net Free/Borrowed Reserves 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent levels Average levels Over the Last ... 
411 011 2 4/41? 2 Change 12 Wks. 26 Wks. 52 Wks. 
151 001 0 1488952 21058 1525383 15201 80 1536985 

7009 7074 -65 7673 8912 11082 
1503001 1481 878 21123 1517710 1511268 1525902 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent levels Ann’l Growth Rates Over the last ... 
41911 2 4/21? 2 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 2226.1 2221.8 4.3 8.1% 8.9% 17.3% 
M2 (M1 +savings+small time deposits) 9828.4 9834.6 -6.2 4.0% 6.8% 9.9% 

resold. storeo or Iransm4ted in any pnnted electron c or other form or used lor generating or rnarkelNng any printed or electronic publication. sewce or product 
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Selected Yields 

3Months Year 
Recent Ago Ago 

(4/18/12) (1/18/12) (4/20/11) 

3Months Year 
Ago Recent Ago 

(4/18/12) (1/18/12) (4/20/11) 

TAXABLE 
Market Rates 
Discount Rate 
Federal Funds 
Prime Rate 
30-day CP (AlIP1) 
3-month LIBOR 
Bank CDs 
6-month 
1 -year 
5-year 
U.S. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
1 0-year 
10-year (inflation-protected) 
30-year 
30-year Zero 

Mortgage-Backed Securities 
0.75 0.75 0.75 GNMA 5.5% 1.08 

0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.14 
3.25 3.25 3.25 FNMA 5.5% 1.94 
0.32 0.32 0.1 7 FNMA ARM 2.36 
0.47 0.56 0.27 Corporate Bonds 

Financial (1 0-year) A 3.48 
0.22 0.22 0.29 industrial (25/30-year) A 4.21 
0.33 
1.14 

0.07 
0.1 2 
0.1 6 
0.84 
1.98 
-0.29 
3.1 3 
3.36 

0.34 
1.16 

0.02 
0.06 
0.1 0 
0.80 
1.90 
-0.21 
2.96 
3.14 

0.47 
1.71 

0.06 
0.1 1 
0.21 
2.1 2 
3.41 
0.78 
4.47 
4.79 

Utility (25/30-year) A 4.15 
Utility (25130-year) Baa/BBB 4.62 
Foreign Bonds (10-Year) 
Canada 2.04 
Germany 1.72 
Japan 0.94 
United Kingdom 2.1 3 
Preferred Stocks 

Financial A 6.44 
Utility A 5.34 

Financial Adjustable A 5.49 

6.00% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 
3 

Treasury Security Yield Curve 

Mas. Years 

-Current 
- Year-Ago 

3 5  10 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index (COS) 
25-Bond index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25130-year Aaa 
25130-year A 
Revanre Bonds (Revs) (25/3&Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

3.97 
4.85 

0.21 
1.01 
0.93 
1.91 
2.11 
3.23 
3.66 
5.10 

4.45 
4.67 
4.87 
4.60 
4.44 

Federal Reserve Data 

1.07 
1.94 
1.72 
2.35 

4.00 
4.25 
4.33 
4.94 

1.96 
1.79 
0.97 
1.96 

4.95 
6.18 
5.49 

3.62 
4.74 

0.1 7 
1.02 
0.85 
1.93 
1.93 
2.91 
3.56 
4.96 

4.40 
4.54 
5.01 
4.61 
4.48 

2.85 
3.07 
2.99 
2.62 

4.71 
5.45 
5.57 
6.03 

3.33 
3.31 
1.24 
3.58 

5.59 
6.45 
5.49 

5.06 
5.58 

0.33 
1.18 
1.74 
2.81 
3.37 
4.49 
4.80 
6.12 

5.1 9 
5.32 
6.01 
5.65 
5.33 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent levels Average Levels Over the Last. .. 
4/4/12 3/21/12 Change 12 Wks. 26 Wks. 52 Wks. 

Excess Reserves 1488951 1505886 -1 6935 1527351 1522439 1534075 
Borrowed Reserves 7074 7401 -327 7955 9228 11534 
Net FreeIBorrowed Reserves 1481 877 1498485 -1 6608 1519396 1513212 1522541 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent Levels Ann’l Growth Rates Over the Last ... 
41211 2 3/26/12 Change 3 Mos. 6 Mos. 12 Ma. 

M1 (Currency+demand deposits) 2222.0 2214.3 7.6 9.5% 9.1% 17.3% 
M2 (M1 +savings+small time deposits) 9857.6 9835.7 21.9 5.0% 6.9% 9.9% 

resold stored or lransrnilted in any pnnled, eleclionc 01 other lorrn or JSed lor generalong or marketing any printed or eleclronic publicallon. service or product 
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(Two- Week Period; in Millions, Not Seasonally Adjusted) 
Recent Levels Average Levels Over the Last. .. 

41411 2 312111 2 Change 12 Wks. 26Wks. 52Wks. 
Excess Reserves 1488974 1505909 -1 6935 1527360 1522444 1534077 
Borrowed Reserves 7074 7401 -327 7955 9228 11534 
Net Free/Borrowed Reserves 1481 900 1498508 -1 6608 1519405 1513216 1522543 

Selected Yields 
3Months Year 

Recent Ago Ago 
(4/17/12) (1/11/12) (4/13/11) 

3Months Year 
Ago Recent Ago 

(4/11/12) (1/11/12) (4/13/11) 

TAXABLE 
Market Rates 
Discount Rate 
Federal Funds 
Prime Rate 
30-day CP (AlIP1) 
3-month LIBOR 
Bank CDs 
6-month 
1 -year 
5-year 
U.S. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
1 0-year 
10-year (inflation-protected) 
30-year 
30-year Zero 

0.75 
0.00-0.25 

3.25 
0.30 
0.47 

0.22 
0.33 
1.14 

0.08 
0.14 
0.1 8 
0.88 
2.04 
-0.28 
3.20 
3.43 

0.75 
0.00-0.25 

3.25 
0.25 
0.58 

0.22 
0.34 
1.17 

0.02 
0.05 
0.1 0 
0.82 
1.90 
-0.1 6 
2.96 
3.1 5 

0.75 
0.00-0.25 

3.25 
0.23 
0.28 

0.29 
0.47 
1.71 

0.05 
0.10 
0.22 
2.1 7 
3.46 
0.84 
4.54 
4.88 

6.00% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 
3 

Treasury Security Yield Curve 

Mos. Years 

-Current 

- Year-Ago 

10 30 

Mortgage-Backed Securities 
CNMA 5.5% 
FHLMC 5.5% (Gold) 
FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (1 0-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) BadBBB 
Foreign Bonds (10-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial A 
Financial Adjustable A 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index (GOs) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25130-year Aaa 
25130-year A 
Rev- Bonds (Revs) (25/3&Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Federal Reserve Data 

1.02 
2.10 
1.93 
2.36 

3.57 
4.27 
4.23 
4.69 

2.01 
1.78 
0.95 
2.05 

5.47 
6.50 
5.49 

4.08 
4.88 

0.1 7 
1.02 
0.94 
2.02 
2.14 
3.27 
3.66 
5.14 

4.43 
4.65 
4.85 
4.60 
4.43 

0.91 
1.91 
1.74 
2.35 

4.1 2 
4.22 
4.1 7 
4.90 

1.94 
1.81 
0.97 
2.01 

4.94 
6.27 
5.49 

3.83 
4.93 

0.1 7 
1 .oo 
0.89 
1.98 
1.99 
3.03 
3.70 
5.1 2 

4.49 
4.63 
5.10 
4.72 
4.53 

2.97 
3.32 
3.22 
2.62 

4.72 
5.52 
5.66 
6.05 

3.37 
3.44 
1.32 
3.71 

5.83 
6.44 
5.49 

5.04 
5.61 

0.34 
1.20 
1.83 
2.89 
3.46 
4.62 
4.86 
6.1 3 

5.19 
5.34 
6.1 6 
5.65 
5.33 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent Levels Ann’l Growth Rates Over the Last... 
312611 2 3/19/12 Change 3Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 221 9.5 221 8.3 1.2 8.9% 9.8% 17.4% 
M2 (M1 +savings+srnall time deposits) 9825.0 9787.4 37.6 8.1% 6.4% 9.5% 

02012, Value Lme Pbdohing LLC All r gnrs reserved Factual material s &tamed from sources oelievad 10 be re1 aMe and IS pronded withal wananlies of any lond 
IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS hEREIN. This publicaim ,s srncdy lot subscribers own, noo-commeraal. inlefnal use. No pait of R m 
resold, stored or transmined in any printed, electronic or other form, or used lor generating or marketing any printed or electronic publication, service or product. I 
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Selected Yields 

3Months Year 
Recent Ago Ago 

(4/04/12) (1/04/12) (4/06/11) 

3Months Year 
Ago Recent Ago 

(4/04/12) (1/04/12) (4/06/11) 

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.52 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Cold) 2.33 
Prime Rate 
30-day CP (Al/Pl) 
3-month LIBOR 
Bank CDs 
6-month 
1 -year 
5-year 
U.S. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
1 0-year 
1 0-year (inflation-protected) 
30-year 
30-year Zero 

3.25 3.25 3.25 
0.32 0.25 0.27 
0.47 0.58 0.29 

0.22 0.22 0.29 
0.33 0.34 0.47 
1.14 1.16 1.71 

0.07 
0.1 4 
0.19 
1.04 
2.23 
-0.09 
3.36 
3.59 

0.01 
0.05 
0.1 0 
0.88 

-0.14 
3.03 
3.1 3 

1.98 

0.06 
0.1 3 
0.28 
2.31 
3.55 
0.96 
4.60 
4.92 

6.00% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 
3 

Treasury Security Yield Curve 

Mas. Years 

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (10-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) Baa/BBB 
Foreign Bonds (1 0-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial A 
Financial Adjustable A 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index ( ( 3 0 s )  
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25/30-year Aaa 
25/30-year A 
Rewnw Bmds (Revs) (25/3@Yw) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Federal Reserve Data 

2.1 a 
2.36 

3.66 
4.40 
4.35 
4.75 

2.1 3 
1.79 
1.03 
2.21 

5.29 
6.46 
5.48 

4.02 
4.85 

0.20 
1.05 
1.04 
2.07 
2.26 
3.39 
3.72 
5.21 

4.54 
4.72 
4.97 
4.60 
4.48 

0.99 
2.03 
1.86 
2.35 

4.25 
4.33 
4.22 
4.95 

1.99 
1.92 
0.99 
2.05 

5.1 1 
6.38 
5.48 

3.88 
4.97 

0.22 
1.07 
0.92 
2.06 
2.07 
3.12 
3.80 
5.20 

4.53 
4.70 
5.26 
4.72 
4.53 

2.84 
3.46 
3.40 
2.62 

4.85 
5.59 
5.66 
6.1 6 

3.42 
3.43 
1.30 
3.76 

5.89 

5.48 
5.84 

5.00 
5.56 

0.37 
1.21 

2.84 
3.41 
4.48 

6.1 3 

5.19 
5.30 
6.1 9 
5.65 
5.34 

1 .a5 

4.84 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent Levels Average Levels Over the Last ... 
3/21/12 31711 2 Change 12 Wks. 26 Wks. 52 Wks. 

Excess Reserves 50591 0 1546953 -41 043 1524859 1526682 1529539 
Borrowed Reserves 7401 7554 -1 53 8277 9552 12010 
Net Free/Borrowed Reserves 1498509 1539399 -40890 151 6581 151 71 30 151 7529 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent levels Ann’l Growth Rates Over the Last ... 
311 911 2 311 211 2 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 221 8.2 2221.8 -3.6 8.5% 9.7% 17.3% 
M2 (M1 +savings+small time deposits) 9787.7 981 0.3 -22.6 7.1% 6.5% 9.3% 

resold. slorea 01 lransminad in any pnnled. eleclronic or other form 01 dsed lor generating or marketing any prinrea or eleclronlc pubitcatton service or product 
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Selected Yields 
3Months Year 

Recent Ago Ago 
(3/28/12) (1 2/28/11) (3/30/17) 

3Months Year 
Recent Ago Ago 

(3/28/12) 02/28/11) (3/30/1 I )  

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.37 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.08 
Prime Rate 
30-day CP (Al/Pl) 
3-month LIBOR 
Bank CDs 
6-month 
1 -year 
5-year 
U.S. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
1 0-year 
10-year (inflation-protected) 
30-year 
30-year Zero 

3.25 
0.32 
0.47 

0.22 
0.34 
1.15 

0.08 
0.1 4 
0.1 7 
1.03 
2.20 
-0.1 3 
3.31 
3.53 

3.25 
0.1 9 
0.58 

0.22 
0.34 
1.15 

0.01 
0.05 
0.1 0 
0.91 
1.92 
-0.11 
2.92 
3.02 

3.25 
0.22 
0.30 

0.29 
0.47 
1.71 

0.09 
0.1 7 
0.26 
2.20 
3.44 
0.98 
4.50 
4.79 

Treasury Security Yield Curve 

it 
6.00% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 
3 6 1  
Mos. Years 

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (10-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) BadBBB 
Foreign Bonds (10-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial A 
Financial Adjustable A 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25/30-year Aaa 
25/30-year A 
Revenue Bonds (Revs) (25/30-Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Federal Reserve Data 

2.07 
2.38 

3.65 
4.39 
4.28 
4.67 

2.1 2 
1.83 
1 .oo 
2.21 

4.57 
6.44 
5.48 

4.01 
4.88 

0.1 9 
1.04 
1.07 
2.10 
2.29 
3.35 
3.72 
5.21 

4.54 
4.68 
4.99 
4.60 
4.48 

1.12 
2.12 
1.99 
2.37 

4.1 7 
4.26 
4.14 
4.78 

1.96 
1.89 
1 .oo 
2.01 

5.37 
6.71 
5.48 

3.92 
5.01 

0.22 
1.06 
0.97 
2.07 
2.1 2 
3.23 
3.86 
5.24 

4.56 
4.73 
5.29 
4.87 
4.54 

2.68 
3.28 
3.1 7 
2.63 

4.70 
5.50 
5.56 
6.06 

3.29 
3.34 
1.25 
3.67 

5.70 
6.02 
5.48 

4.91 
5.52 

0.33 
1.15 
1.76 
2.75 
3.29 
4.37 
4.80 
6.08 

5.1 5 
5.28 
6.1 3 
5.61 
5.32 

Excess Reserves 
Borrowed Reserves 
Net FreeIBorrowed Reserves 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent levels Average levels Over the last. .. 
3/21/12 3/7/12 Change 12 Wks. 26 Wks. 52 Wks. 
150591 0 1546953 -41043 1524859 1526682 1529539 

9552 12010 
1498509 1539399 -40890 151 6581 151 71 30 151 7529 

7401 7554 -1 53 8277 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent levels Ann’l Growth Rates Over the Last ... 
311 211 2 3/5/12 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 2221.6 2222.0 -0.4 8.8% 9.8% 17.6% 
M2 (M1 +savings+small time deposits) 981 2.7 9800.7 12.0 8.2% 7.0% 9.8% 

resold, storm or transmdled in any pnnied eleclronlc or other form. or used lor generalmg or marketing any prinred or electronic publication. service or product 
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// -Current 
// - Year-Ago 

Selected Yields 

3 Months Year 
Recent Ago Ago 

(3/21/12) (12/21/11) (3/23/11) 

3Months Year 
Recent Ago Ago 

(3/21/12) (12/21/17) (3/23/11) 

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 
Prime Rate 
30-day CP (Al/Pl) 
3-month LlBOR 
Bank CDs 
6-month 
1 -year 
5-year 
US. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
1 0-year 
1 0-year (inflation-protected) 
30-year 
30-year Zero 

3.25 3.25 
0.32 0.29 
0.47 0.57 

0.22 0.22 
0.34 0.34 
1.14 1.15 

0.09 0.01 
0.14 0.03 
0.1 9 0.1 1 
1.14 0.92 
2.30 1.97 
-0.10 -0.1 2 
3.38 3.00 
3.60 3.10 

3.25 
0.28 
0.31 

0.30 
0.48 
1.71 

0.08 
0.1 5 
0.23 
2.05 
3.35 
0.95 
4.45 
4.79 

6.00% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.0 0% 

Treasury Security Yield Curve 

Mus. Years 

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (10-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) 6aaIBBB 
Foreign Bonds (10-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial A 
Financial Adjustable A 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (GOs) 
1 -year Aaa 
1 -year A 
5 -year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25/30-year Aaa 
25/30-year A 
Revenue Bonds (Revs) (25BYear) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Federal Reserve Data 

1.50 
2.12 
2.1 8 
2.38 

3.75 
4.47 
4.38 
4.75 

2.24 
1.98 
1.02 
2.37 

4.55 
6.1 0 
5.47 

3.95 
4.83 

0.1 8 
1.09 
1.03 
2.1 5 
2.42 
3.32 
3.77 
5.26 

4.58 
4.70 
5.03 
4.66 
4.48 

1.05 
2.1 2 
1.95 
2.37 

4.1 1 
4.21 
4.1 2 
4.77 

1.96 
1.93 
0.98 
2.07 

5.36 
6.55 
5.47 

3.92 
5.01 

0.21 
1.03 
0.97 
2.07 
2.1 5 
3.25 
3.86 
5.24 

4.56 
4.74 
5.34 
4.87 
4.54 

2.60 
3.18 
3.06 
2.63 

4.63 
5.46 
5.50 
5.98 

3.21 
3.24 
1.23 
3.55 

6.00 
6.10 
5.47 

4.86 
5.50 

0.33 
1.19 
1.72 
2.67 
3.16 
4.29 
4.75 
6.08 

5.15 
5.28 
6.10 
5.61 
5.30 

Excess Reserves 
Borrowed Reserves 
Net FreeIBorrowed Reserves 

BANK RESERVES 
(Two- Week Period; in Millions, Not  Seasonally Adjusted) 

Recent Levels Average Levels Over the Last. .. 
3/7/12 2/22/12 Change 12 Wks. 26Wks. 52Wks. 

1546954 1580867 -3391 3 1528097 1531 157 1521 755 
7554 7992 -438 8626 9858 12492 

1539400 1572875 -33475 1519471 1521 299 1509262 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent Levels Ann’l Growth Rates Over the Last ... 
3/51 12 212711 2 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 2222.1 2223.9 -1.8 10.0% 10.3% 18.0% 
M2 (M1 +savings+small time deposits) 9800.7 9785.4 15.3 8.7% 6.6% 9.8% 
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Selected Yields 

3Months Year 3Months Year 
Recent Ago Ago 

(3/14/12) (12/14/11) (3/16/11) 
Recent Ago Ago 

(3/74/12) (12/14/11) (3/16/11) 

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount Rate 0.75 0.75 0.75 CNMA 5.5% 1.66 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.09 
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 2.1 3 
30-day CP (AlIP1) 0.29 0.28 0.24 FNMA ARM 2.38 
3-month LIBOR 0.47 0.56 0.31 Corporate Bonds 
Bank CDs Financial (1 0-vear) A 3.73 
6-month 
1 -year 
5-year 
U.S. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
1 0-year 
1 0-year (inflation-protected) 
30-year 
30-year Zero 

0.22 
0.34 
1.14 

0.08 
0.1 5 
0.20 
1.10 
2.27 
-0.1 1 
3.40 
3.63 

0.22 
0.35 
1.1 7 

0.01 
0.05 
0.1 1 
0.85 
1.90 
-0.08 
2.90 
3.00 

0.21 
0.29 
1.76 

0.08 
0.13 
0.20 
1.84 
3.1 7 
0.82 
4.36 
4.75 

6.00% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 
3 

Treasury Security Yield Curve 

~ 1 

Mos. Years 

Industrial (25130-year) A 
Utility (25130-year) A 
Utility (25/30-year) BadBBB 
Foreign Bonds (10-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial A 
Financial Adjustable A 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25130-year Aaa 
25130-year A 

Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Revenue Bonds (Revs) (25/3@Year) 

Federal Reserve Data 

4.54 
4.38 
4.83 

2.1 5 
1.95 
1.01 
2.34 

5.05 
6.10 
5.46 

3.84 
4.76 

0.1 6 
1.12 
0.80 
2.10 
2.1 8 
3.1 7 
3.63 
5.1 1 

4.49 
4.56 
4.89 
4.61 
4.42 

1.03 
2.1 6 
2.05 
2.37 

4.23 
4.37 
4.23 
4.87 

1.96 
1.92 
1 .oo 
2.09 

5.23 
6.87 
5.46 

3.93 
5.03 

0.20 
1.11 
1 .oo 
2.04 
2.20 
3.34 
3.89 
5.26 

4.58 
4.80 
5.43 
4.88 
4.54 

2.54 
2.92 
2.84 
2.63 

4.45 
5.39 
5.44 
5.86 

3.13 
3.09 
1.23 
3.48 

5.79 
6.10 
5.47 

4.91 
5.52 

0.37 
1.23 
1.76 
2.73 
3.1 6 
4.31 
4.78 
6.11 

5.15 
5.28 
6.14 
5.59 
5.32 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent levels Average levels Over the last. .. 
31711 2 212211 2 Change 12 Wks. 26 Wks. 52 Wks. 

Excess Reserves 1546954 1580866 -3391 2 1528096 1531 157 1521 755 
Borrowed Reserves 7554 7992 -438 8626 9858 12492 
Net Free/Borrowed Reserves 1539400 1572874 -33474 151 9471 1521 299 1509262 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent levels Ann’l Growth Rates Over the last... 
212711 2 212011 2 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 2218.4 2225.9 -7.5 12.0% 10.8% 18.1% 
M 2  (M1 +savings+small time deposits) 9785.4 9789.1 -3.7 8.0% 5.9% 9.7% 
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Selected Yields 
3Months Year 

Recent Ago Ago 
(3/07/12) (12/07/11) (3/9/17) 

3Months Year 
Recent Ago Ago 

(3/07/12) (12/07/11) (3/9/11) 

TAXABLE 
Market Rates 
Discount Rate 0.75 0.75 0.75 

Prime Rate 3.25 3.25 3.25 
30-day CP (Al/Pl) 0.31 0.52 0.28 
3-month LlBOR 0.47 0.54 0.31 
Bank CDs 
6-month 0.22 0.22 0.21 
1 -year 0.34 0.35 0.29 
5-year 1.15 1.17 1.76 
U.S. Treasury Securities 
3-month 0.08 0.01 0.09 
6-month 0.14 0.04 0.1 5 
1 -year 0.1 7 0.09 0.24 
5-year 0.85 0.89 2.1 5 

1 0-year (inflation-protected) -0.24 -0.05 0.95 
30-year 3.1 2 3.06 4.61 

Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 

1 0-year 1.98 2.03 3.47 

30-year Zero 3.35 3.1 6 4.97 

Treasury Security Yield Curve 
6.00% 

5.00% 

4.00% 

3.00% 

2.0 0% 

1 .OO% 

0.00% 

Mos. Years 

-Current 

- Year-Ago 

10 30 

Mortgage-Backed Securities 
CNMA 5.5% 
FHLMC 5.5% (Cold) 
FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (10-year) A 
Industrial (25130-year) A 
Utility (25130-year) A 
Utility (25/30-year) Baa/BBB 
Foreign Bonds (10-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial A 
Financial Adjustable A 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25130-year Aaa 
25130-year A 
Revewe Bonds (Ras) (25/3CrYear) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Federal Reserve Data 

1.72 
2.1 0 
2.06 
2.38 

3.42 
4.28 
4.1 0 
4.54 

1.97 
1.77 
0.98 
2.1 4 

5.1 7 
6.09 
5.53 

3.72 
4.73 

0.1 9 
1.15 
0.75 
2.07 
2.07 
3.1 0 
3.60 
5.04 

4.46 
4.55 
4.88 
4.62 
4.42 

1.21 
2.30 
2.01 
2.37 

4.32 
4.39 
4.25 
4.92 

2.06 
2.1 0 
1.05 
2.24 

5.07 
6.78 
5.53 

4.12 
5.09 

0.21 
1.10 
1.12 
2.20 
2.37 
3.37 
3.93 
5.28 

4.61 
4.83 
5.53 
4.90 
4.56 

2.73 
3.24 
3.14 
2.63 

4.72 
5.59 
5.65 
6.05 

3.34 
3.29 
1.31 
3.66 

5.79 
6.47 
5.54 

4.90 
5.56 

0.38 
1.21 
1.81 
2.75 
3.1 7 
4.35 
4.78 
6.25 

5.1 8 
5.30 
6.1 8 
5.59 
5.34 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent Levels Average Levels Over the Last... 
2/22/12 2/8/12 Change 12 Wks. 26 Wks. 52 Wks. 

Excess Reserves 1580859 1535749 45110 1515792 1533360 1509554 
Borrowed Reserves 7992 81 63 -1 71 8978 10163 13027 
Net Free/Borrowed Reserves 1572867 1527586 45281 150681 4 15231 97 1496527 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent Levels Ann’l Growth Rates Over the Last... 
2/20/12 2 /I 311 2 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+dernand deposits) 2225.9 2228.1 -2.2 14.7% 13.2% 18.7% 
M2 (MI +savings+small time deposits) 9789.1 9799.6 -1 0.5 8.4% 6.1 Yo 9.8% 
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Surrebuttal Testimony of Timothy J. Coley 
Pima Utility Company - Wastewater Division 
Docket No. W-02199A-11-0329 et at. 

EXECUTIVE SUMMARY 

The Residential Utility Consumer Office (“RUCO”) now provides 
surrebuttal testimony in response to Pima Utility Company’s (“Pima” or 
“Company”) rebuttal testimony that was filed with the Arizona Corporation 
Commission (“ACC” or ‘Staff‘) on April 27, 2012. RUCO will address the 
Company’s rate Application and rebuttal issues as it pertains to Pima’s 
Wastewater Division’s rate base, operating income, revenue requirement, 
and rate design. RUCO Rate Analyst, Robert Mease, will provide 
separate testimony regarding Pima’s Water Division. RUCO Chief of 
Accounting and Rates, William Rigsby, will provide separate testimony on 
the Company’s request for an allowance of income taxes and RUCO’s 
recommended cost of capital. 

The following table presents the rate base for Pima’s Wastewater Division 
as initially proposed in the Company’s Application, its rebuttal position, 
and RUCO’s surrebuttal recommendations. 

Rate Base 

Company Company RUCO 
Direct Re b utta I Surrebuttal 

Application Filinq Recommendation 
$9,863,272 $9,832,800 $9,832,800 

The next table presents the operating income for Pima’s Wastewater 
Division as initially proposed in the Company’s Application, its rebuttal 
position, and RUCO’s surrebuttal recommendations. 

Adjusted Test Year Operating Income 

Company Company RUCO 
Direct Re b utta I Surrebuttal 

Application Filinq Recommendation 
$441,784 $5 1 6,608 $651,192 

The final two tables on the next page presents the required increase in 
dollars and percentages of gross revenues by the parties for Pima’s 
Wastewater Division as initially proposed in the Company’s Application, its 
rebuttal position, and RUCO’s surrebuttal recommendations. 
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Required Dollar Increase in Gross Revenues 

Com pa ny Company RUCO 
Direct Rebuttal Su rre b utta I 

Application Filing Recommendation 
$691,210 $4 1 7,329 $95,414 

Required Percentage Increase in Gross Revenues 

Company Company RUCO 
Direct Rebuttal Su rre butta I 

Application Recommendation 
22.32% 13.48% 3.08% 

The Company sought a 9.47 percent rate of return on its $9,863,271 
Wastewater Division’s fair value rate base in its original rate Application 
and is seeking an 8.29 percent rate of return on its $9,832,800 rebuttal fair 
value rate base. RUCO recommends a 7.58 percent rate of return on a 
$9,832,800 fair value rate base. RUCO and the Company are now in 
agreement on the amount of fair value rate base 

RUCO’s adjusted Test Year rate base and operating income 
recommendations for Pima’s Wastewater Division reflect three rate base 
adjustments totaling $30,471 and ten operating income adjustments 
totaling $209,408. 

Based on RUCO’s analysis of Pima Wastewater Division’s rate 
Application, RUCO is recommending a flat rate design that will result in an 
increase for the residential 518” x 314” meter in the amount of 67 cents 
from $22.73 to $23.40 per month. 
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INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name for the record. 

My name is Timothy J. Coley. 

Have you previously filed testimony regarding this docket? 

Yes, I have. I filed direct testimony in this docket on March 27, 2012. 

What is the purpose of your surrebuttal testimony? 

My surrebuttal testimony will address the Company’s rebuttal proposals 

and comments pertaining to the adjustments I recommended in my direct 

testimony. 

What areas will you address in your surrebuttal testimony? 

My surrebuttal testimony will address RUCO’s recommended rate base, 

operating income adjustments, revenue requirement, and rate design for 

Pima Utility Company’s (hereafter referred to as “Pima“ or the “Company”) 

Wastewater Division. 

How is your surrebuttal testimony organized? 

My surrebuttal testimony is comprised of four parts: the introduction that 

I’ve just presented; RUCO’s rate base adjustments; RUCO’s operating 

income adjustments; and rate design. 
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Q. Please identify the schedules that you are sponsoring in RUCO’s 

s u rre butta I testimony . 

A. I am sponsoring rate base and operating income schedules for Pima 

Wastewater numbered TJC-1 through TJC-18 and rate design schedules 

numbered TJC RD-1 through TJC RD-4. 

SURREBUTTAL RATE BASE ADJUSTMENTS 

Q. 

A. 

Q. 

A. 

... 

What are RUCO’s surrebuttal rate base adjustments and briefly 

identify each one? 

RUCO did not make any additional rate base adjustments in surrebuttal 

testimony other than the three adjustments that was described in my direct 

testimony, which consisted of three adjustments and briefly identified 

below: 

1. Utility Plant and Accumulated Depreciation Reconciliation, 
2. Converted Advances in Aid of Construction (AIAC) to 

Contributions In Aid of Construction (CIAC), and 
3. Capitalized an Expensed Plant Item. 

Did the Company adopt RUCO’s three direct testimony rate base 

adjustments identified above? 

Yes. 
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Q. 

A. 

Q. 

A. 

What adjustment did the Company adopt of RUCO’s for rate base 

adjustment #I? 

This adjustment reduces gross UPlS by $37,858 and decreases 

accumulated depreciation by $43,884 for a net adjustment of $6,026. The 

adjustment reflects RUCO’s recommended gross UPlS and accumulated 

depreciation balances since the last rate case referenced above for 

Pima’s Wastewater Division. The adjustment takes into consideration 

plant balances approved in Pima’s prior rate case proceeding and 

includes all plant additions, retirements, and adjustments since that time at 

the Commission approved depreciation rates. RUCO disallowed some 

1994-1 996 plant additions and the related accumulated depreciation that 

the Company claims were on its books but included in the prior 

Decision No. 62184. 

What adjustment did the Company adopt of RUCO’s for rate base 

adjustment #2? 

This adjustment reduces AlAC by $285,313 and increases ClAC by 

$343,412. The adjustment reflects the conversion of AlAC from a 

bankrupt developer into CIAC. Since no identifiable or known 

entity/person existed for Pima to make refunds to, RUCO converted the 

remaining balance of advanced funds into contributions (in response to 

Staff data request CSB 1-12, the Company agreed that the conversion 

from AlAC to ClAC was appropriate). This adjustment has a nominal 
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impact on depreciation expense due to converting depreciable AlAC to 

non-depreciable CIAC, which decreased depreciation expense 

according ly . 

Q. 

4. 

3. 

4. 

Did the Company accept RUCO’s rate base adjustment #3? 

Yes. The Company agreed with this adjustment in its response to Staff 

data request 1.34 and its rebuttal testimony. The adjustment removes 

expensed plant and capitalizes it to the proper plant account as 

acknowledged by the Pima during the discovery process. The adjustment 

increases plant by $22,391 and accumulated depreciation by $789.’ A 

corresponding expense adjustment to remove the $22,391 is also 

necessary. 

Is RUCO and the Company in agreement on Pima Wastewater 

Division’s level of rate base? 

Yes. Both parties agree on a $9,832,800 wastewater rate base. 

The $789 adjustment to accumulated depreciation was calculated using the half-year 
:onvention method of depreciation as shown on Schedule TJC-6. 
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SURREBUTTAL OPERATING INCOME ADJUSTMENTS 

Q. 

A. 

Q. 

A. 

Q. 

A. 

... 

What are RUCO’s surrebuttal operating income adjustments and 

briefly summarize each one? 

RUCO had ten surrebuttal operating income adjustments to Pima’s 

Wastewater Division. Eight of those ten adjustments were recommended 

in RUCO’s direct testimony and were fully discussed there. 

What two new rebuttal operating income adjustments does RUCO 

recommend? 

RUCO accepts the Company’s adoption of two of Staffs recommended 

operating income adjustments, which are the water testing and 

disallowance of IDA bond fees expense. 

Please briefly summarize the ten surrebuttal operating income 

adjustments again. 

Operating Income Adjustment #I - Depreciation Expense 

This adjustment calculates depreciation and amortization expense based 

on RUCO’s recommended plant levels. The adjustment increases Pima’s 

depreciation expense by $3,092. 
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Q. Is RUCO and the Company in agreement on the level of depreciation 

expense on a going forward basis? 

A. Yes. 

Q. What is RUCO’s second surrebuttal operating income adjustment 

and briefly explain it? 

Operating Income Adjustment #2 - Property Tax Expense 

This adjustment calculates property tax expense based on a modified 

Arizona Department of Revenue (“ADOR”) formula that has been adopted 

by the Commission in a number of prior rate cases. RUCO adopts the 

Company’s rebuttal effective property tax rate here in surrebuttal. With 

RUCO’s adoption of the Company’s effective property tax rate along with 

several modifications made by the Company, the Company and RUCO 

should be in agreement with the adjusted test year property tax 

calculation. The adjustment decreases Pima’s property tax expense by 

$1,281. 

A. 

Q. Is RUCO and the Company in agreement on the amount of adjusted 

test year property tax expense? 

Yes. RUCO and the Company agree on the amount of adjusted test year 

property tax expense. However, the proposed level of property tax 

expense does differ between the two parties due to the parties’ different 

levels of proposed revenues going forward. 

A. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

What is RUCO’s third surrebuttal operating income adjustment and 

briefly explain it? 

Operating Income Adjustment #3 - Remove Materials and Supplies 

Expense That Should Have Been Capitalized 

This adjustment removes expensed items from the materials and supplies 

expense account and capitalizes it to the proper plant accounts. The 

adjustment reduces the expense by $22,391. 

Is RUCO and the Company in agreement on this adjustment? 

Yes. 

Please continue with RUCO’s recommended surrebuttal operating 

income adjustments? 

Operating Income Adjustment #4 - Remove Contractual Services - 
Engineering Expense That Should Have Been Recorded to 

Construction Work in Progress (CWIP) 

RUCO’s fourth surrebuttal operating Income adjustment to contractual 

services - engineering expense account removes a recorded expense 

that should have been booked to construction work in progress (“CWIP”). 

RUCO’s adjustment simply reclassifies it as CWIP. Thus, there is no rate 

base treatment for this amount at this time. The adjustment reduces the 

contractual services - engineering expense account by $1 9,524. 
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Q. 

A. 

Q. 

A. 

Q. 

4. 

... 

Is RUCO and the Company in agreement on this adjustment? 

Yes. 

Operating Income Adjustment #5 - Rate Case Expense 

Did the Company adopt one of RUCO’s three alternative options’ for 

recovering the just and reasonable rate case expense in this docket? 

Yes. Pima adopted RUCO’s option that would recover the just and 

reasonable rate case expense via a surcharge rather than through base 

rates. As Mr. Bourassa stated, “A surcharge mechanism not only solves 

the issue of potential over or under recovery of rate case expense, it is 

entirely consistent with GAAP.”3 

Please explain Pima’s rebuttal adjustment to rate case expense. 

The Company’s rebuttal adjustment removes Pima’s $50,000 annual rate 

case expense from operating expenses, which was Pima’s proforma 

adjustment normalized over four years for a total of $200,000 ($50,000 x 4 

years = $200,000). Mr. Bourassa proposes the $200,000 be recovered 

via a surcharge over five years rather than in base rates. The $200,000 

rate case expense amount and the five year recovery period are Staffs 

direct testimony recommendations. 

’See Coley Direct Testimony on page 26, lines 20-22 through page 27 for a complete discussion 
3f RUCO’s three options. 
See Bourassa Rebuttal Testimony on page 14, lines 4-6. 3 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Is Mr. Bourassa’s rebuttal proposal treatment of rate case expense 

via a surcharge consistent with RUCO’s direct testimony 

adj us tm e n t? 

Yes and no. RUCO’s direct testimony adjustment recommended reducing 

the Company’s rate case expense request by $50,000 from $200,000 to 

$150,000 and be normalized over four years. This would amount to an 

annual amount of rate case expense of $37,500 in base rates rather than 

the Company’s rebuttal proposal of $40,000 per annum via a surcharge. 

Does RUCO support the Company’s rebuttal methodology to recover 

its rate case expense via a surcharge? 

RUCO continues to offer its three options for recovery of rate case 

expense. The rate case prepaid expense surcharge is one of those 

options. 

Why did RUCO provide the Company three alternatives for rate case 

expense recovery shown on pages 26 and 27 of its direct testimony? 

The reason was to eliminate the possibly of a company over-collecting its 

rate case expense under the Commission’s traditional method of recovery. 

RUCO provided an actual what-if rate case expense scenario depicting 

Pima Water Division, which causes grave concerns for any company to 

grossly over-collect its rate case expense. This is particularly and 

glaringly true when considering Pima’s history of filing rate cases. 
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Q. 

A. 

... 

Please reiterate a similar what-if scenario here. 

The instant case that is before the Commission today is the first rate case 

filed by Pima Water Division since Decision No. 58743, dated August 11, 

1994, which utilized a 1992 TY. Assume the ACC authorized the same 

$200,000 (normalized over 4 years) of rate case expense or $50,000 per 

annum. Whatever amount of rate case expense that is authorized in a 

rate case, it is collected in rates until a company files a new rate case and 

a new Decision is granted. If the Company was authorized the same 

annual rate case expense of $50,000 in Decision No. 58743, Pima Water 

Division would have collected rate case expense of $900,000 ($50,000 x 

18 years = $900,000) or over-collected by $700,000 ($900,000 - $200,000 

authorized = $700,000). That amounts to an over-collection of 3% times 

the amount authorized. The surcharge mechanism, as adopted by the 

Company, eliminates and solves concerns of both over and under 

recovery of rate case expense. As Mr. Bourassa also stated in his rebuttal 

testimony, “because rate case expense is incurred long before the new 

rates are put into effect, it is by definition a prepaid expense under GAAP 

and should be recorded as an asset and amortized, not n~rmalized.”~ The 

very definition of a prepaid expense is an “item paid for in advance of 

receiving its benefit; classified as an a ~ s e t . ” ~  

Bourassa Rebuttal Testimony on page 13, lines 13-16. 
McGraw-Hill, Fundamental Accounting Principles, J. Wild, K. Larson, and B. Chiappetta, 18” Edition, 5 

Glossary, page G-6. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Does RUCO agree with the Company’s proposed $200,000 of rate 

case expense recovered through a surcharge over five years? 

RUCO recommends a rate case expense level of $150,000. RUCO does 

not object to a five year time frame. Otherwise, RUCO maintains its direct 

testimony Schedule TJC-13 position that $1 50,000 be normalized over 

four years or $37,500 annually. RUCO’s deviation between the two 

methods of recovery is due to the sensitivity and mitigating factors of over- 

collecting the expense, if the Company does not file a new rate Application 

more often than history has dictated. 

rate cases more often since it has reached full build out? 

Not entirely. 

Please explain why RUCO does not entirely agree 

Does RUCO agree with Mr. Bourassa’s reasoning that Pima will file 

rith Mr. 

Bourassa’s reasoning that Pima will file more frequent rate cases 

since it has reached full build out. 

In the early 2000’s, it was believed that growth paid for itself in the utility 

industry. The mid 2000’s experienced exponential growth in the 

surrounding Phoenix area. During that time, several utilities witnessed 

that the boom of new homeowners and additional revenues were no 

longer keeping pace with new utility infrastructure costs. Thus, the advent 

of hook-up-fees was born via ClAC to help growth pay for itself when the 
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additional revenues were falling short. Then again, Mr. Bourassa’s theory 

may prove to be correct. It’s hard for either one of us to predict the future 

with any amount of accuracy. It is much safer to assume that history 

rarely fails to repeat itself in the long run. I have no idea if Pima is land 

locked and unable or not to extend its Certificate of Convenience and 

Necessity (“CC&N”) and further develop new subdivisions and sources of 

new revenues. Finally, RUCO’s proposal to recover rate case expense 

over ten years includes a “safety valve” or provision to hold Pima harmless 

if it does come in for its next rate case earlier than anticipated. 

7. 

4. 

2. 

4. 

Does RUCO agree with Mr. Bourassa’s monthly 33 cent calculation 

per customer for the surcharge? 

Yes. The surcharge is roughly equal for both the water and wastewater 

divisions. 

Please proceed to RUCO’s other five surrebuttal operating income 

adjustments. 

Operating Income Adjustment #6 - Miscellaneous Expense - 

Banking Fees 

This adjustment increases the miscellaneous expense account by $6,354. 

The adjustment shifts 50 percent of the bank fees - 100 percent of which 

had been recorded on the Water Division’s books - to Pima’s Wastewater 

Division. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Is RUCO and the Company in agreement on this adjustment? 

Yes. 

Please explain RUCO’s surrebuttal operating income adjustment #7. 

Operating Income Adjustment #7 - Salaries and Wages Officers 

This adjustment is related to the director of the Company and decreases 

the salaries and wages expense account by $83,209. RUCO witness, Mr. 

Mease, fully addresses the Company’s rebuttal position regarding this 

issue and provides RUCO’s rationale for its adjustment. 

Did the Company accept RUCO’s direct testimony adjustment on this 

matter? 

No. I am aware that the Company decreased the amount it requested 

quite dramatically during the discovery period from its rate Application as 

filed. My direct testimony provides explains the basis for RUCO’s 

adjustment. For any further details regarding this adjustment, please see 

Mr. Mease’s surrebuttal testimony. 
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2. 

9. 

Q. 

4. 

Q. 

A. 

Please explain RUCO’s surrebuttal operating income adjustment to 

contractual services - water testing expense account. 

Operating Income Adjustment #8 - Contractual Services - Water 

Testing Expense 

This is a new surrebuttal adjustment to the account of contractual services 

- water testing expense that was not included in RUCO’s direct testimony 

adjustments and increases Pima Wastewater Division’s water testing 

expense. This adjustment arose from the parties’ rebuttal and direct 

filings. Staff Engineer, Mr. Marlin Scott Jr., identified some water testing 

expenses that were being charged to the water division but more 

appropriately should have been charged to the wastewater division. The 

adjustment increases the wastewater water testing expense by $1 2,157. 

Is RUCO and the Company in agreement with this adjustment for 

water testing? 

Yes. The Company accepted this adjustment in its rebuttal filing. 

Please explain RUCO’s surrebuttal operating income adjustment to 

contractual services - other expense account. 

Operating Income Adjustment #9 - Contractual Services - Other 

Expense 

This is a new surrebuttal adjustment to the account of contractual services 

- other expense that was not included in RUCO’s direct testimony 
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adjustments and decreases Pima Wastewater Division’s contractual 

services - other expense account. This adjustment arose from the 

parties’ rebuttal and direct filings. The Company adopted a Staff 

recommended adjustment in the amount of $7,138. RUCO’s adjustment 

adopts a portion of the $7,138 adjustment and removes the portion that 

pertains to the IDA fees that more appropriately should be part of the cost 

of long term debt. RUCO’s adjustment decreases the wastewater 

contractual services - other expense account by $6,700. 

Operating Income Adjustment # I O  - Intentionally Left Blank 

3. 

4. 

Please explain RUCO’s surrebuttal operating income adjustment to 

income taxes. 

Operating Income Adjustment #I 1 - Income Tax Expense 

This adjustment removes the Company’s $85,405 adjusted Test Year pro 

forma adjustment for income tax expense. RUCO also recommends no 

recognition for income taxes on the proposed revenues on a going forward 

basis. The rationale for the adjustment will be explained by RUCO 

witness, Mr. Rigsby, in his direct and surrebuttal testimonies on income 

taxes. 
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REVENUE REQUIREMENTS 

Q. 

A. 

Please summarize the results of RUCO’s analysis of the Company’s 

filing and state RUCO’s recommended revenue requirements for 

Pima’s Wastewater Division. 

As can be seen on my Schedule TJC-1, a comparison between the 

Company’s and RUCO’s recommended revenue increases is presented 

below: 

Pima Revenue RUCO Revenue Pima Revenue RUCO Revenue 
$’s increase $’s increase % increase % Increase 

$691,210 $ 95,414 22.32% 3.08% 

RATE DESIGN 

Q. 

A. 

Please describe RUCO’s recommended rate design for Pima’s 

Wastewater Division. 

RUCO’s rate design is similar to the Company’s with one exception. The 

exception is the difference between Pima and RUCO’s overall gross 

revenue increase. In RUCO’s surrebuttal rate design, I have accepted Mr. 

Bourassa’s argument that all meter size customers should share equally in 

any revenue increase. Therefore, RUCO’s utilization of the NARUC meter 

multiplier for the larger meter sizes has been discarded in its surrebuttal 

rate design. The difference between the NARUC meter multiplier and 

what is being used by Mr. Bourassa is insignificant and only beneficial to 

the majority of ratepayers. It is a fair and reasonable deviation from 
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Q. 

4. 

2. 

4. 

RUCO’s direct rate design and point of view as highlighted by Mr. 

Bourassa.‘ RUCO surrebuttal rate design proposes a more shared and 

equitable increase in revenues by all meter sizes. 

What would be a typical monthly bill for a 5/8 X 314 inch meter 

residential customer under RUCO’s recommended rates and the 

Company-proposed rates? 

Under RUCO’s recommended rates, a 518 X 314 inch meter residential 

customer would experience a typical monthly bill of $23.40 which is 67 

cents, or 2.95 percent, higher than Pima’s present rate of $22.73. Under 

the Company-proposed rates, a 5/8 X 314 inch meter residential customer 

would experience a typical monthly bill of $27.79 which is $5.06, or 

22.26%, higher than Pima’s present rate of $22.73. 

Please respond to Mr. Bourassa’s rebuttal testimony that the wa.er 

division’s irrigation commodity rate and the wastewater division’s 

effluent commodity rate should be the same because “of the 

integrated nature of the water and wastewater  operation^."^ 

During the course of this proceeding, RUCO met with Sun Lakes’ 

homeowners and members of the board of the homeowners association 

(“HOA). The HOA informed RUCO that the quality of the irrigation water 

for its golf course(s) was substandard when compared to the effluent from 

Bourassa Rebuttal Testimony on pages 40-41, lines 15-2. 
‘ Bourassa Rebuttal Testimony on page 41, lines 12-1 3. 
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the wastewater division’s treatment plant. The particular golf course(s) in 

question have no access to the higher quality effluent water.8 In this 

respect, Pima’s water and wastewater operations is not a completely 

integrated system. RUCO believes that the disparate quality of the two 

sources of water warrants different prices between the irrigation and 

effluent commodity rates in this case. 

2. 

4. 

Are there any other issues regarding rate design that RUCO wants to 

address in surrebuttal testimony? 

Yes. There are two rate design issues that RUCO would like to address 

here, which arose during the course of this proceeding. The first issue 

arose when Mr. Bourassa pointed out in his rebuttal testimony that he 

believes that RUCO’s direct testimony “proposed rates produce too little 

revenue - on the order of approximately $90,000.’’ RUCO agrees with Mr. 

Bourassa’s assessment concerning the shortfall in revenue in RUCO’s 

direct testimony. This has now been corrected in surrebuttal testimony. 

The last issue RUCO would like to address is the Company’s rate design 

calculation for the recovered effluent shown on Company Schedule H-I, 

page 1 on line 24, which shows present rates of $12,496 and proposed 

rates of $15,081. Both of those calculations account for only the 

commodity charges and fail to account for the Company’s monthly 

‘Sun Lakes HOA members and leaders informed RUCO that the effluent main had been cut and 
:apped before the effluent main reaches the golf course(s). 
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minimums in the amount of $180 per month and $232.56 per month 

respectively. The Company’s present rates as shown above for the 

recovered effluent revenues fall short of the actual revenue being 

generated by approximately $2,160. The Company’s proposed rates as 

shown above for the recovered effluent revenues fall short of the actual 

revenue being generated by approximately $2,791 on an annual basis. 1 

have sent Mr. Bourassa an e-mail concerning this issue. 

Q. 

A. 

Does this conclude your testimony on Pima’s Wastewater Division? 

Yes, it does. 

19 
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Wastewater Division 
Surrebuttal Schedule TJC-1 

Page 1 of 2 

REVENUE REQUIREMENT 

(A) 
COMPANY 

I LINE OCR BIFVRB 
I NO. DESCRIPTION COST 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

i 
~ , Adjusted Original CostlFair Value Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 I L1) 

Required Operating Income (L5 X L1) 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency (L4 - L2) 

Gross Revenue Conversion Factor (TJC-1, Page 2) 

Required Increase in Gross Revenue Requirement (L7 X L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Percentage Increase in Revenue (L8 I L9) 

Rate of Return on Common Equity 

$ 9,863,271 

$ 441,784 

4.48% 

$ 934,052 

9.47% 

$ 492,268 

1.4041 

-1 
$ 3,096,775 

$ 3,787,985 

22.32% 

10.50% 

(B) 
RUCO 

OCRBIFVRB 
COST 

$ 9,832,800 

$ 651,192 

6.62% 

$ 745,326 

7.58% 

$ 94,134 

1.0136 

-1 
$ 3,096,775 

$ 3,192,188 

3.08% 

9.40% 

References: 
Column (A): Company Schedules A-I and C-I 
Column (6): RUCO Schedule TJC-2, TJC-7, and TJC-19 
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LINE 
NO. 

Wastewater Division 
Surrebuttal Schedule T J C l  

Page 2 of 2 

REVENUE REQUIREMENT - CONT'D 
PROPERTY TAX GROSS CONVERSION FACTOR 

DESCRIPTION 

CALCULATION OF GROSS REVENUE CONVERSION FACTOR: 
Revenue 

Subtotal (L1 thru L2) 

Subtotal (L4 - L5) 
Property Tax Conversion Factor (L1 I L6) 

Proposed Bad Debt Expense (Per Co. Workpapers) 

Combined Federal, State, Property Tax Rate (L19) 

(A) 

1 .oooo 

1 .oooo 
0.01 34 
0.9866 
1.0136 I I 
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I RATE BASE - ORIGINAL COST 

Wastewater Division 
Surrebuttal Schedule TJC-2 

Page 1 of 1 

( 4  (0) (C) 
COMPANY RUCO RUCO 

LINE AS FILED OCRBIFVRB ADJ'TED 
NO. DESCRIPTION OC R Bl N R  B ADJUSTMENTS OCRBIFVRB - 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

Gross Utility Plant in Service 

Less: 
Accumulated Depreciation 

Net Utility Plant in Service (L1 less L4) 

Advances in Aid of Construction 

Contributions in Aid of Construction (CIAC) 
Accumulated Amortization of ClAC 

Net ClAC (LIO less L11) 

Accumulated Deferred Income Taxes (ADIT) 
Customer Deposits 

add: 
Allowance for Working Capital 

Net Regulatory Asset / (Liability) 

$ 22,055,018 $ (15,467) $ 22,039,552 

(1 1,546,833) 43,095 (1 1,503,738) 

$ 10,508,186 $ 27,628 $ 10,535,814 

$ (285,313) $ 285,313 $ 

(937,694) (343,412) (1,281,106) 
578,092 578,092 

$ (359,602) $ (343,412) $ (703,014) 

Rounding 
TOTAL RATE BASE (Sum L's 9,10,13,& 14 Thru 18) $ 9,863,271 $ (30,471) $ 9,832,800 

References: 
Column (A): Company Schedule B-I 
Column (6): Schedule TJC-3 
Column (C): Column (A) + Column (B) 
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RATE BASE ADJUSTMENT NO. I 
PLANT RECONCILIATION 

LINE ACCT 
NO. NO. ntAccounts -- 

Company 
Direct 
Plant 

Balances As Filed 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

37 

38 
39 

40 

41 

42 

43 

35 1 
352 
353 
354 
355 
360 

361.1 
361.2 
362 
363 
364 
365 
366 
367 
370 

371.1 
371.2 
371.3 
374 
375 
380 
381 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures & Improvements 
Power Generation Equipment 
Collection Sewers - Force 
Collection Sewers - Gravity 
Manholes & Cleanouts 
Special Collecting Structures 
Services to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installations 
Receiving Wells 
Pumping Equipment - Lift Stations 
Other Pumping Equipment 
Pumping Equipment - Recharge Wells 
Reuse Distribution ReSeNiOrS 
Reuse Transmission and Distribution 
Treatment & Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant & Misc Equipment 
Office Furniture & Equipment 
Computers & Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Other Tangible Plant 
Post-In Service AFUDC 
Rounding 

$ 

91.528 
250,433 

97,523 
3,854.512 
1.791.722 

632,249 

226,251 
1,544,146 

103,441 
1,436,200 

137,444 
9,884,071 

972,509 
6,529 

10,884 
21,830 

156,200 
1,993 

0 

118,828 

716,722 
(1) 

Total Plant $ 22,055,018 

Total Accumulated Depreciation 
Rounding 

Total Net Plant 

(1 1,546,833) 
1 

$ 10,508.186 

RUCOs Total Plant Adjustment 

RUCOs Total Accumulated Depreciation Adjustment 

RUCOs Total Net Plant Adjustment 

Wastewater Division 
Surrebuttal Schedule TJC-4 - Total Plant 

Page 1 of 1 

RUCO 
Direct 
Plant 

Adjustments 
$ 

0 

(1) 

(0) 
(0) 
(1) 

0 

$ (37,858) 

$ 43.884 

$ 6,026 

RUCO 
Direct 
Plant 

Balances 
$ 

91.528 
250,432 

97,523 
3,854.512 
1,791,722 

632,249 

226,251 
1,521.638 

103,441 
1,425,535 

134,185 
9,884,073 

972,510 
6,529 

10,884 
21,831 

154,776 
1,993 

118,827 

716,722 

$ 22,017,160 

$ (11,502,949) 

$ 10,514,211 
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Wastewater Division 
Surrebuttal Schedule TJC-5 

Page 1 of 1 

RATE BASE ADJUSTMENT NO. 2 
CONVERT ADVANCES IN AID OF CONSTRUCTION (AIAC) TO CONTRIBUTIONS IN AID OF CONSTRUCTION (CIAC) 

(A) (B) (C) 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION A S  FILED ADJUSTMENT A S  ADJUSTED 

1 AlAC as Company Filed $ 285,313 $ (285.313) $ 

I $  285,313 2 RUCO Recommended AlAC Adjustment (See TJC-3, Column (C) Line 8) 

3 Net ClAC as Company Filed 

4 RUCO Recommended ClAC Adjustment (See TJC-3. Column (C) Line 10) 

RUCO ClAC ADJUSTMENT CALCULATION: 

Company Net ClAC as Filed 

RUCOs Recommended Net AlAC Conversion to ClAC as Company Filed 

Plus 
Unpaid AlAC Refunds as Calculated by Company (See Co Response to Staff Sewer DR CSB 1-12) 

RUCOs Recommended Gross AlAC Conversion to ClAC Adjustment (Line 6 + Line 7) 

RUCO Recommended ClAC Adjustment (Line 8) 

5 

6 

7 

8 

9 

$ 359,602 $ (343.412) $ (703,014) 

I $  (343.41 2) 

$ 359,602 

285.313 

58,099 

$ 343,412 

(343,412) I $  
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

RATE BASE ADJUSTMENT NO. 3 
CAPITALIZE EXPENSED ITEMS TO PLANT ACCOUNTS 

DescriDtion 

- Plant: 
Capitalize Expensed Items to NARUC Plant Accounts: 

371 .I - Pumping Equipment - Lift Stations 
380 - Treatment & Disposal Equipment 

Total RUCO Plant Adjustment Per Company DR Response to RUCO DR 3.04 

Accumulated Depreciation: 
371 .I - Pumping Equipment - Lift Stations 
380 - Treatment & Disposal Equipment 

Depre. 
&I&! 

10.00% 
5.00% 

Wastewater Division 
Surrebuttal Schedule TJCS 

Page 1 of 1 

Amount 

$ 9,179 
13,212 

)$22,3911 

$ 459 
330 

Total RUCO Accumulated Depreciation Adjustment ($1 

Remove Materials & Supplies Expense and Capitalize to Plant Accounts (Per RUCO DR 3.04) 1-01 
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OPERATING INCOME 

Wastewater Division 
Surrebuttal Schedule TJC-7 

Page 1 of 1 

(A) (B) (C) (D) (E) 
COMPANY RUCO RUCO RUCO RUCO 

LINE AS TEST YEAR TEST YEAR PROFYD AS 
NO. DESCRIPTION FILED ADJMTS AS ADJ'TED CHANGES RECOMMD 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

Revenues: 
Flat Rate Revenues 
Metered Revenues 
Other Revenues 

Total Sewer Revenues 

Operating Expenses: 
Salaries and Wages 
Salaries and Wages - Off. And Dir. 
Employee Pensions and Benefits 
Purchased Power 
Chemicals 
Materials and Supplies 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Contractual Services -Water Testing 
Rents - Equipment 
Transportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 
Insurance - Worker's Comp 
Reg. Comm. Exp. 
Reg. Comm. Exp. -Rate Case 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Amortization of Deferred Operating Costs 
Taxes Other Than Income 
Properly Taxes 
Income Tax 

$ 2,997,389 $ - $ 2,997,389 $ 95,414 $ 3,092,802 
93,356 93,356 93,356 
6,030 6,030 6,030 

$ 3,096,775 $ - $ 3,096,775 $ 95,414 $ 3,192,188 

$ 345,644 
90,294 

115,720 
134,337 
84,059 

184,532 
188,906 
20.305 
3,067 

108 
61,500 
15,729 

698 
28,808 
3,067 

20,916 
222 

50,000 
9,509 
2,174 

1.010,700 
62,925 
10,449 

125,916 
85,405 

0 
(83,209) 

(22,391) 

(19,524) 

(6,700) 
12,157 

(1 2,500) 

6,354 
3,092 

(1,281) 
(85,405) 

$ 345,644 
7,085 

11 5,720 
134.337 
84.059 

162,141 
188,906 

781 
3.067 

108 
54,800 
27,886 

698 
28,808 
3,067 

20,916 
222 

37,500 
9,509 
8.528 

1,013.792 
62,925 
10,449 

124,635 

$ - $  

1.279 

345,644 
7,085 

11 5,720 
134,337 
84,059 

162.1 41 
188,906 

781 
3,067 

108 
54,800 
27,886 

698 
28,808 
3,067 

20,916 
222 

37,500 
9,509 
8,528 

1.01 3,792 
62,925 
10,449 

125,914 

Total Operating Expenses $ 2,654,991 $ (209,408) $ 2,445.583 $ 1.279 $ 2,446,862 

Operating Income $ 441,784 $ 209,408 $ 651,192 $ 94,134 $ 745,326 

References: 
Column (A): Company Schedule C-1 
Column (B): TJC-7, Columns (B) Thru (I) 
Column (C): Column (A) + Column (8) 
Column (D): TJC-7, Columns B Thru K 
Column (E): Column (C) + Column (D) 
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Docket No. SW-02199A-11-0329 et al. 
Test Year Ended December 31. 2010 

OPERATING INCOME ADJUSTMENT NO. 1 
TEST YEAR DEPRECIATION EXPENSE 

(A) 
NARUC RUCO 

LINE ACCOUNT TOTAL GROSS 
NO NO ACCOUNT NAME PLANT 
1 Oroanizatton Cost 0 

~ 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

36 

37 

38 

39 

40 
41 

42 

351 
352 
353 
354 
355 
360 

361.1 
361.2 
362 
363 
364 
365 
366 
367 
370 

371.1 
371.2 
371.3 
374 
375 
380 
381 
302 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

- 
Franchise Cost 
Land and Land Rights 
Structures & Improvements 
Power Generation Equipment 
Collection Sewers - Force 
Collection Sewers -Gravity 
Manholes & Cleanouts 
Special Collecting Structures 
Sewices to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installations 
Receiving Wells 
Pumping Equipment - Lift Stations 
Other Pumping Equipment 
Pumping Equipment - Recharge Wells 
Reuse Distribution Resewiors 
Reuse Transmission and Distribution 
Treatment & Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant & Misc Equipment 
m c e  Furniture & Equipment 
Computers & Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Other Tangible Plant 
Post-in-Sewice AFUDC 

TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE 

Less: 
AMORTIZATION OF CONTRIBUTIONS IN AID OF CONSTRUCTION (CIAC) 

AMORTIZATION OF REGULATORY ASSETS/(LIABILITIES) 

RUCO TOTAL DEPRECIATION EXPENSE 

Company As Filed 
Difference 

RUCO Adjustment (See TJC-7, Column (C) Line 29) 

91,528 
250,432 

97,523 
3,854,512 
1,791,722 

632,249 

226,251 
1,530,817 

103,441 
1,425,535 

134,185 
9,897,285 

972,510 
6,529 

10,884 
21,831 

154,776 
1,993 

118.827 

716,722 

$ 22,039,552 

(B) 
COMPANY 

PROPOSED 
DEP. RATES 

0.00% 

Wastewater Division 
Surrebuttal Schedule TJC-9 

Page 1 of 1 

0.00% 
0.00% 
3.33% 
5.00% 
2.00% 
2.00% 
2.00% 
2.00% 
2.00% 
10.00% 
10.00% 
2.00% 
8.33% 
3.57% 
10.00% 
10.00% 
10.00% 
2.50% 
2.00% 
5.00% 
5.00% 
3.33% 
6.67% 
6.67% 

20.00% 
20.00% 
4.00% 
10.00% 
10.00% 
5.00% 
10.00% 
10.00% 
0.00% 
4.52% 

(C) 
TEST YEAR 

DEPRECIATION 
EXPENSE - 

$ 

8,339 

1,950 
77,090 
35,834 

12,645 

8,077 
153,082 
10,344 

142,553 

2,684 
494,864 

64,866 
435 

2,177 

15,478 
199 

11,883 

32,396 

$ 1,074,898 

(61,106) (1,281,106) n 

1,013,792 $ 

1,010,700 
$ 3,092 

$ 3,092 

Fully Depreciated 
** Per Company Rebuttal Filing - ClAC Amortization Rate 



Pima Utility Company - Wastewater Division 
Docket No. SW-02199A-11-0329 et al. 
Test Year Ended December 31,2010 

LINE 
NO. 

1 
2 
3 

4a 
4b 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 
17 

18 
19 
20 
21 

22 
23 
24 

ProDerty Tax Calculation 

RUCO Adjusted Test Year Revenues - 2010 
Multiplied by 2 
Subtotal (Line 1 * Line 2) 
RUCO Adjusted Test Year Revenues - 2010 
RUCO Recommended Revenue, Per Schedule TJC-7 
Subtotal (Line 3 + Line 4a) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP Per Company Schedule E Plus RUCOs Reclassification of Plant to CWlP 
Less: Net Book Value of Licensed Vehicles (Fully Depreciated) 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessed Value (Line 12 Line 13) 
Composite Property Tax Rate (Per Company Effective Property Tax Calculation in Rebuttal) 

RUCO Adjusted Test Year Property Tax Expense (Line 14 Line 15) 
Company Proposed Property Tax (Per Company C-1 Schedule) 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase/(Decrease) to Property Tax Expense 

Increase/(Decrease) to Property Tax Expense 
Increase in Revenue Requirement 
Increase /(Decrease) to Property Tax per Dollar Increase in Revenue (Line 22 I Line 23) 

Wastewater Division 
Surrebuttal Schedule TJC-10 

Page 1 of 1 

RUCO OPERATING INCOME ADJUSTMENT NO. 2 
PROPERTY TAXES 

(A) 

RUCO 
AS ADJUSTED 

$ 3,096,775 
2 

$ 6,193,549 
3,096,775 

$ 9,290,324 
3 

$ 3,096,775 
2 

$ 6,193,549 
3.971 

$ 6,197,520 
20.0% 

$ 1,239,504 
10 0552% 

$ 124,635 
125,916 

$ (1,281) 

(B) 

RUCO 
RECOMMENDED 

$ 3,096,775 
n 
L 

$ 6,193,549 

3,192.1 88 
$ 9,385,737 

3 
$ 3,128,579 

2 
$ 6,257,158 

3,971 

$ 6,261,129 
20.0% 

$ 1,252,226 
10.0552% 

$ 125.914 

0.013407 

124,635 
$ 1,279 

$ 1,279 
95,414 
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Docket No. SW-02199A-11-0329 et al. 
Test Year Ended December 31,2010 

Wastewater Division 
Surrebuttal Schedule TJC-11 

Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 3 
REMOVE EXPENSED PLANT ITEMS FROM MATERIALS & SUPPLIES EXPENSE AND CAPITALIZE 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

DescriDtion Amount 

Remove Materials & Supplies Expense and Capitalize to Plant Accounts (Per RUCO DR 3.04) -1 

Capitalize Expensed Items to NARUC Plant Accounts: 
371 .I - Pumping Equipment - Lift Stations 
380 -Treatment & Disposal Equipment 

Total RUCO Plant Adjustment 

$ 9,179 
13,212 



Pima Utility Company - Wastewater Division 
Docket No. SW-02199A-11-0329 et al. 
Test Year Ended December 31,2010 

Wastewater Division 
Surrebuttal Schedule TJC-12 

Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 4 
REMOVE EXPENSED PLANT ITEMS FROM CONTRACTUAL SERVICES, ENGINEERING EXPENSE AND CAPITALIZE TO CWlP 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

Descriotion Amount 

Remove Materials & Supplies Expense and Capitalize to Plant Accounts (Per RUCO DR 3.05) I$ (19,524) 

Capitalize Expensed Items to CWIP: 
Hunt Highway Force Main 
No Rate Base Recognition in this Case 

Total RUCO Plant Adjustment 

$ (1 9,524) 
19,524 

1 %  1 



Pima Utility Company - Wastewater Division 
Docket No. SW-02199A-11-0329 et al. 
Test Year Ended December 31,2010 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

OPERATING INCOME ADJUSTMENT NO. 5 
RATECASEEXPENSE 

(A) 
COMPANY 

Wastewater Division 
Surrebuttal Schedule TJC-13 

Page 1 of 1 

DESCRIPTION AS FILED ADJUSTMENT AS ADJUSTED 

Rate Case Expense Total 

Allocation Factor 

Wastewater Division 

$ 200,000 $ (50,000) $ 150,000 

(Line 1 X Line 2) $ 

Normalized Over 4 Years 4 

RUCO Adjusted Rate Case Expense (Line 3 / 4 Years) $ 37,500 

Company Rate Case Expenses As Filed (Company Sch. C-2) 

RUCO Pro Forma Rate Case Expense (Lines 5 - 6) 

$ 50,000 

$ (12,500) 

RUCO Adjustment (See TJC-7, Column (D) Line 26) $ (7 2,500) 



Pima Utility Company - Wastewater Division 
Docket No. SW-02199A-11-0329 et al. 

I Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

OPERATING INCOME ADJUSTMENT NO. 6 
MISCELLANEOUS EXPENSE - BANK ANALYSIS FEES 

I Test Year Ended December 31,201 0 

Wastewater Division 
Surrebuttal Schedule TJC-14 

Page 1 of 1 

Description - Date 

JPMorgan Chase Bank 
JPMorgan Chase Bank 
JPMorgan Chase Bank 
JPMorgan Chase Bank 
JPMorgan Chase Bank 
JPMorgan Chase Bank 
JPMorgan Chase Bank 
JPMorgan Chase Bank 
JPMorgan Chase Bank 
JPMorgan Chase Bank 
JPMorgan Chase Bank 
JPMorgan Chase Bank 

Jan. 2010 
Feb. 2010 
Mar. 2010 
Apr. 2010 
May 2010 
Jun. 2010 
Jut. 2010 

Aug. 2010 
Sep. 2010 
Oct. 2010 
Nov. 2010 
Dec. 2010 

Total Bank Charges Recorded 100% to Water Division (Per Staff Water DR 1.38) 

RUCO Miscellaneous Expense Adjustment to Water Division (Line 15 X -50%) 

RUCO Miscellaneous Expense Adjustment to Sewer Division (Line 15 X 50%) 

Amount 

$ 1,067 
91 3 

1,097 
1,136 
1,069 
1,066 
1,015 
1,073 
1,080 
1,068 
1,007 
1,116 

!§ 12,707 



Pima Utility Company - Wastewater Division 
Docket No. SW-02199A-11-0329 et al. 
Test Year Ended December 31,2010 

OPERATING INCOME ADJUSTMENT NO. 7 
SALARIES AND WAGES - OFFICER and DIRECTOR 

Wastewater Division 
Surrebuttal Schedule TJC-15 

Page 1 of 1 

(A) (B) 
LINE COMPANY RUCO 
NO. DESCRIPTION AS FILED ADJUSTMENT 

I Salaries and Wagees Expense - Officer and Director $ 90,294 $ (83,209) 

2 RUCO Adjustment (See TJC-7, Column (D) Line 26) 

RUCO SALARY AND WAGE EXPENSE ADJUSTMENT CALCULATION: 

(C) 
RUCO 

AS ADJUSTED 

$ 7,085 

3 

4 

Company as Filed Salary and Wage Expense - Officer and Director 

Number of Hours Per Company Response to Staff DR 1.29 

$ 90,294 

56.68 

5 Hourly Pay Rate Per Company Response to Staff DR 1.29 (Line 3 I 4 )  $ 1,593 

6 RUCO Recommended Hourly Pay Rate (See Testimony of TJC) 125 

) $  7,085 1 7 KULU Kecommenaea salary ana vvage txpense (Line 4 x Line 6) 



Pima Utility Company - Wastewater Division 
Docket No. SW-02199A-11-0329 et al. 
Test Year Ended December 31.2010 

Wastewater Division 
Surrebuttal Schedule TJC-16 

Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 9 
CONTRACTUAL SERVICES - WATER TESTING EXPENSE 

(A) (B) 
LINE COMPANY RUCO 
NO. DESCRIPTION AS FILED ADJUSTMENT 

1 Increase Water Testing Expense per Staff Engineering $ 15,729 $ 12,157 

2 RUCO Adjustment (See TJC-7, Column (D) Line 26) 

(C) 
RUCO 

S ADJUSTED 

$ 27,886 

s 12.157 



Pima Utility Company - Wastewater Division 
Docket No. SW-02199A-11-0329 et ai. 
Test Year Ended December 31,201 0 

OPERATING INCOME ADJUSTMENT NO. 10 
CONTRACTUAL SERVICES - OTHER EXPENSE 

LINE 
NO. DESCRIPTION - 

1 Remove IDA Bond Fees 

2 Total 

3 Decrease in Contractual Services Expense - Other 

4 RUCO Adjustment (See TJC-7, Column (D) Line 26) 

Wastewater Division 
Surrebuttal Schedule TJC-17 

Page 1 of 1 

(C) 
RUCO 

ADJUSTMENTS 



Pima Utility Company - Wastewater Division 
Docket No. SW-02199A-11-0329 et al. 
Test Year Ended December 31,201 0 

Wastewater Division 
Surrebuttal Schedule TJC-18 

Page 1 of 1 

COST OF CAPITAL 

(A) (B) (C) (D) 
WEIGHTED 

LINE DOLLAR CAPITAL COST COST 
NO. DESCRIPTION AMOUNT RATIO RATE RATE - 
1 Long-Term Debt $ 8,370,000 35.36% 4.25% 1.50% 

2 Common Equity 

3 Total Capitalization 

4 WEIGHTED AVERAGE COST OF CAPITAL 

References: 
Columns (A) Thru (D): WAR Testimony 

15,301,736 64.64% 9.40% 6.08% 

$ 23,671,736 100.00% 
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PIMA UTILITY COMPANY. WASTEWATER DIVISION RESIDENTIAL RATE DESIGN 
TESTYEAR ENDED DECEMBER 31,2010 
RECOMMENDED RATES 

DOCKET NO. SW-02199A-114329 et ai. 
SURREBUTTAL SCHEDULE TJC RD3 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE 

(RESIDENTIAL, COMMERCIAL AND MISC. CUSTOMERS) 
518 X 34 - INCH 
3/4 - INCH 
1 - INCH 
1 112 - INCH 
2 - INCH 
3 - INCH 
4 - INCH 
6 - INCH 
8 -INCH 
10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

RESIDENTIAL, COMMERCIAL AND EFFLUENT CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

38 X 314 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA 

$22.73 
35.33 
59.33 
117.33 
187.33 
0.00 
0.00 
0.00 
0.00 
0.00 

$27.79 
43.19 
72.53 
143.44 
229.01 
444.60 
694.69 

1,389.37 
0.00 
0.00 

$23.40 
36.37 
61.07 
120.79 
192.85 
362.12 
585.00 

1,170.00 
2.340.00 
4.680.00 

0 0 0 

TO NIA 
TO NIA 

NIA 

GALLONS: 
GALLONS: 
GALLONS: 

23 COMMODITY RATE (PER 1.OOO GAL OVER MINIMUM) - N/A 
24 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - NIA 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 

314 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER l,W GAL. OVER MINIMUM) - 

NIA 
NIA 
NIA 

TO NIA 
NIA 
NIA 

GALLONS: 
GALLONS: 
GALLONS 

$ -  $ - $ -  
$ - $ - $ -  
$ - $ - $ -  

1 - INCH 
COMMODITY RATE (PER 1,W GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

NIA 
NIA 
NIA 

TO NIA 
NIA 
NIA 

GALLONS: 
GALLONS: 
GALLONS: 

$ - $ - $ -  
$ - $ - $ -  
$ - $ - $ -  

1 112 -INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE /PER 1.000 GAL. OVER MINIMUM) - 

NIA 
NIA 
NIA 

TO NIA 
NIA 
NIA 

GALLONS: 
GALLONS: 
GALLONS: 

$ - $ - $ -  
$ - $ - $ -  
$ - $ - $ -  COMMODITY RATE iPER 1,000 GAL OVER MlNlMUMj - 

2 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER l.W GAL. OVER MINIMUM) - 

NIA 
NIA 
NIA 

TO NIA 
TO NIA 

NIA 

GALLONS: 
GALLONS: 
GALLONS: 

$ - $ - $ -  
$ - $ - $ -  
$ - $ - $ -  

3 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER l,W GAL. OVER MINIMUM) - 
COMMODITY RATE (PER l,W GAL. OVER MINIMUM) - 

N/A 
NfA 
N/A 

TO NIA 
TO N/A 

N/A 

GALLONS: 
GALLONS: 
GALLONS: 

4 - INCH 
COMMODITY RATE (PER 1.W GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER l.W GAL. OVER MINIMUM) - 

NIA 
NIA 
NIA 

TO NIA 
TO NIA 

NIA 

GALLONS: 
GALLONS: 
GALLONS: 

$ - $ - $ -  
$ - $ - $ -  
$ - $ - $ -  

6 -INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,ooO GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,OOO GAL. OVER MINIMUM) - 

NIA 
NfA 
NIA 

TO N/A 
TO NfA 

NIA 

GALLONS: 
GALLONS: 
GALLONS: 

8 - INCH 
TO NIA 

NIA 
NIA 

GALLONS: 
GALLONS: 
GALLONS: 

$ - $ - $ -  
$ - $ - $ -  
$ - $ - $ -  

62 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA 
63 COMMODITY RATE (PER l.W GAL. OVER MINIMUM) - NIA 
64 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - NIA 

65 
66 10-INCH 
67 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA 
68 COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - NIA 

TO NIA 
N/A 
NIA 

GALLONS: 
GALLONS: 
GALLONS: 69 COMMODITY RATE iPER l,W GAL OVER MlNlMUMj - NIA 
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PIMA UT lL lN  COMPANY - WASTEWATER DIVISION COMMERCIAL RATE DESIGN 
TESTYEAR ENDED DECEMBER 31.2010 
RECOMMENDED RATES 

DOCKET NO. SW-02199A-11-0329 et al. 
SURREBUVAL SCHEDULE TJC RD-3 

LINE 
!i!2 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

65 
66 
67 
68 
69 

DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE 

(RESIDENTIAL AND COMMERCIAL CUSTOMERS) 
98 X 314 - INCH 
314 - INCH 
1 - INCH 
1 If2 - INCH 
2 - INCH 
3 - INCH 
4 - INCH 
6 - INCH 
8 - INCH 
10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

RESIDENTIAL AND COMMERCIAL CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

518 X 34 - INCH 
COMMODITY RATE (PER l.W GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,W GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

3/4 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,ooO GAL. OVER MINIMUM) - 

1 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

1 1R - INCH 
COMMODITY RATE (PER l,W GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

P-I” 
COMMODITY RATE (PER 1 ,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

3 - INCH 
COMMODITY RATE (PER 1,W GAL. OVER MINIMUM) - 
COMMODITY RATE (PER l,W GAL. OVER MINIMUM) - 
COMMODITY RATE (PER l.W GAL. OVER MINIMUM) - 

4 - INCH 
COMMODITY RATE (PER 1,M)o GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1.m GAL. OVER MINIMUM) - 

6 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1 .W GAL. OVER MINIMUM) - 
COMMODITY RATE (PER l,W GAL. OVER MINIMUM) - 

8 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

10 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
WA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

TO 
TO 

TO 

TO 

TO 

TO 
TO 

TO 
TO 

TO 
TO 

TO 
TO 

TO 

TO 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
N/A 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 
NIA 

NIA 
NIA 

GALLONS 
GALLONS 
GALLONS 

GALLONS 
GALLONS 
GALLONS 

GALLONS 
GALLONS 
GALLONS 

GALLONS 
GALLONS 
GALLONS 

GALLONS 
GALLONS 
GALLONS 

GALLONS 
GALLONS 
GALLONS 

GALLONS 
GALLONS 
GALLONS 

GALLONS 
GALLONS 
GALLONS 

GALLONS 
GALLONS 
GALLONS 

GALLONS 
GALLONS 

NIA GALLONS: 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

$22.73 
35.33 
59.33 
117.33 
187.33 
0.00 
0.00 
0.00 
0.00 
0.00 

$27.79 
43.19 
72.53 
143.44 
229.01 
444.50 
694.69 

1,389.37 
0.00 
0.00 

$23.40 
36.37 
61.07 
120.79 
192.85 
362.12 
585.00 

1,170.00 
2,340.00 
4.680.00 

0 0 0 

$ - $ - $ -  
$ - $ - $ -  
$ - $ - $ -  

$ - $ - $ -  
$ - $ - $ -  
$ - $ - $ -  

8 - $ - $ -  
$ - $ - $ -  
$ - $ - $ -  

5 - $ - $ -  
S - $ - $ -  
$ - $ - $ -  

$ - $ - $ -  
$ - $ - $ -  
$ - $ - $ -  

$ - $ - $ -  
$ - $ - $ -  
$ - $ - $ -  
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PIMA UTILITY COMPANY - WASTEWATER DIVISION EFFLUENT SALES RATE DESIGN 
TEST YEAR ENDED DECEMBER 31,2010 
RECOMMENDED RATES 

DOCKET NO. SW-02199A-11-0329 el al. 
SURREBUTTAL SCHEDULE TJC RD-3 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

LINE a DESCRIPTION 

1 
2 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE 

3 lEFFLUENT SALES CUSTOMERS) 
4 EFFLUENT SALES 1 $180.00 

180.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

$232.56 
232.56 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

$180.00 
180.00 
450.00 
900.00 

1,440.00 
2,700.00 
4.500.00 
9,000.00 

18,000.00 
36.o00.00 

5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

EFFLUENT SALES 2 
1 - INCH 
1 1R - INCH 
2  INCH 
3 - INCH 
4 - INCH 
6 - INCH 
8 - INCH 

10 -INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

RESIDENTIAL, COMMERCIAL AND MISC. CUSTOMERS 100,000 0 0 

RECOMMENDED COMMODITY RATES BY METER SIZE 

21 EFFLUENT SALES 1 
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 999.999.999.999.999.000 GALLONS: 
23 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - NIA TO 0 GALLONS: 
24 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA 0 GALLONS: 

25 
26 EFFLUENT SALES 2 
27 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 999,999,999,999,999,000 GALLONS: 
28 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - N/A 0 GALLONS: 
29 COMMODITY RATE (PER 1.o00 GAL OVER MINIMUM) - NIA 0 GALLONS: 

30 
31 1-I” 
32 COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - NIA TO 999,999,999,999,999,000 GALLONS: 
33 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - N/A 0 GALLONS: 
34 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) ~ NIA 0 GALLONS: 

35 
36 11R-INCH 
37 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA TO 999,999,999,999,999,000 GALLONS: 
38 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA 0 GALLONS: 
39 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA 0 GALLONS: 

40 
41 P-I” 
42 COMMODITY RATE (PER 1 ,000 GAL. OVER MINIMUM) - NIA TO 999,999,999,999,999,000 GALLONS: 
43 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) ~ NIA TO 0 GALLONS: 
44 COMMODITY RATE (PER 1.o00 GAL. OVER MINIMUM) - NIA 0 GALLONS: 

45 
46 3-INCH 
47 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - N/A TO 999,999,999,999,999,000 GALLONS: 
48 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - N/A TO 0 GALLONS: 
49 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - N/A 0 GALLONS: 

50 
51 4-INCH 
52 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA TO 999999,999,999,999,000 GALLONS: 
53 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) ~ NIA TO 0 GALLONS: 
54 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA 0 GALLONS: 

55 
56 6-INCH 
57 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) ~ NIA TO 999.999.999,999.999.000 GALLONS: 
58 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - NIA TO 0 GALLONS: 
59 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA 0 GALLONS: 

60 
61 8-INCH 
62 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - N/A TO 999,999,999,999,999,000 GALLONS: 
63 COMMODITY RATE (PER 1,o00 GAL OVER MINIMUM) - N/A 0 GALLONS: 
64 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - N/A 0 GALLONS. 

65 
66 10-INCH 
67 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - N/A TO 999.999.999.999.999.M)O GALLONS 
68 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - N/A 0 GALLONS: 
69 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) ~ N/A 0 GALLONS: 
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PIMA unun COMPANY - WASTEWATER DIVISION EFFLUENT WATER SALES RECOVERED RATE DESIGN 
TEST YEAR ENDED DECEMBER 31,2010 
RECOMMENDED RATES 

LINE a 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

(RECOVERED EFFLUENT CUSTOMERS) 
RECOVERED EFFLUENT 
RECOVERED EFFLUENT 
RECOVERED EFFLUENT 
RECOVERED EFFLUENT 
RECOVERED EFFLUENT 
RECOVERED EFFLUENT 
RECOVERED EFFLUENT 
RECOVERED EFFLUENT 
RECOVERED EFFLUENT 
RECOVERED EFFLUENT 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

RESIDENTIAL, COMMERCIAL AND MISC. CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

21 RECOVERED EFFLUENT 
22 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - ZERO TO 999,999,999,999,999,000 GALLONS 

0 GALLONS 23 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - N/A TO 
0 GALLONS 24 COMMODITY RATE iPER 1.000 GAL OVER MlNlMUMj - NIA 

25 
28 RECOVERED EFFLUENT 
27 COMMODITY RATE (PER 1 .Mx) GAL OVER MINIMUM) - NIA TO 999,999,999,999,999,000 GALLONS 
28 COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - N/A 0 GALLONS 

0 GALLONS 29 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - N/A 

30 
31 -T 
32 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - NIA TO 999,999,999,999,999,000 GALLONS 
33 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - NIA 0 GALLONS 
M COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA 0 GALLONS 

35 .. 
36 RECOVERED EFFLUENT 
37 COMMODITY RATE (PER 1,OOOGAL. OVER MINIMUM) - NIA TO 999,999,999,999,999,000 GALLONS. 
38 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA 0 GALLONS: 
39 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) ~ NIA 0 GALLONS: 

40 
41 RECOVERED EFFLUENT 
42 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - NIA TO 999,999,999,999,999,000 GALLONS 

0 GALLONS 43 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - NIA TO 
44 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - NIA 0 GALLONS 

45 
46 
47 COMMODITY RATE (PER 1 ,ooO GAL. OVER MINIMUM) - N/A TO 999,999,999,999,999,000 GALLONS. 
48 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA TO 0 GALLONS: 

0 GALLONS: 49 COMMODITY RATE (PER 1 , W  GAL. OVER MINIMUM) ~ N/A 

50 
51 RECOVERED EFFLUENT 
52 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - N/A TO 999,999,999,999,999,000 GALLONS: 
53 COMMODITY RATE (PER 1,000GAL. OVER MINIMUM) - NIA TO 0 GALLONS: 
54 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - N/A 0 GALLONS: 

55 ~~ 

56 R m  
57 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - N/A TO 999,999,999,999,999,000 GALLONS: 
58 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - NIA TO 0 GALLONS: 

0 GALLONS: 59 COMMODITY RATE (PER 1,OOO GAL. OVER MINIMUM) - N/A 

60 
61 RECOVERED EFFLUENT 
62 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - N/A TO 999,999,999,999,999,000 GALLONS 

0 GALLONS 63 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - N/A 
0 GALLONS 64 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - N/A 

65 
66 RECOVERED EFFLUENT 
67 COMMODITY RATE (PER 1.000GAL OVER MINIMUM) - N/A TO 999999,999,999,999,000 GALLONS 

0 GALLONS 68 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - NIA 
0 GALLONS 69 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - NIA 

DOCKET NO. SW-02199A-11-0329 et al. 
SURREBUlTAL SCHEDULE TJC RD-3 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

$180.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

$232.56 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

$180 00 
270 00 
450 00 
900 00 

1,44000 
2,700 00 
4,500 00 
9,000 00 

18,000 00 
36,000 00 

0 0 0 

$ 0.58 S 0.70 $ 0.60 
$ - $ - $ -  
$ - $ - $ -  
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Surrebuttal Testimony of Robert 6. Mease 
Pima Utility Company 
Docket No. W-02199A-11-0329 et al. 

EXECUTIVE SUMMARY 

Pima Utility Company (“Pima” or ‘Company”) is a Class B public service 
water and wastewater corporation organized as an S corporation under 
Subtitle A, Chapter 1, Subchapter S of the Internal Revenue Code. The 
Company serves approximately 10,188 water customers in portions of 
Maricopa County, Arizona. 

The Residential Utility Consumers Office (RUCO) has reviewed Pima’s 
rebuttal testimony as it pertains to the water division and has made 
several adjustments based on additional information provided by the 
Company. The following tables present the rate base and the proposed 
gross revenue increase, for Pima’s Water Division as initially filed in the 
Company’s Application, their adjusted rate base and increase in gross 
revenue as proposed in their rebuttal testimony and RUCO’s surrebuttal 
recommendations. 

Fair Value Rate Base 

Company Company RUCO 
Direct Rebuttal S u rre bu tta I 

Ap p I ica t ion Filing Recommendations 
$9,097,529 $9,073,324 $9,073,286 

In their rebuttal testimony the Company is requesting an 8.29% rate of 
return on the Fair Value Rate Base (FVRB) of $9,073,324 shown above, 
while RUCO is recommending a 7.58% rate of return on its recommended 
rate base of $9,073,286. 

Increase in Gross Revenue Requirements 

Company 
Direct 

Application 
$1,023,565 

Company RUCO 
Rebuttal Surrebuttal 
Filinq Recommendations 

$71 3,480 $41 6,636 

51.76% Increase 36.08% Increase 21.07% Increase 

After reviewing the Company’s rebuttal filing RUCO agrees with several of 
the adjustments that the Company has proposed. Specific adjustments 
that RUCO and the Company do not agree include salaries officers and 
directors, income tax recoveries and the required rate of return on the fair 
value rate base. 

I 
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Using RUCO’s surrebuttal revenue requirement and rate design, the 
average residential 5/8 x 3/4 meter customer would have a typical bill of 
$1 1.99 which is $1.33 or 12.48% higher than the current bill of $10.66. 
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INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name, position, employer and address. 

My Name is Robert B. Mease. I am a Public Utilities Analyst V employed 

by the Residential Utility Consumer Office (“RUCO”) located at 11 I O  W. 

Washington, Suite 220, Phoenix, Arizona 85007. 

Have you previously provided testimony regarding this docket? 

Yes. I filed testimony on this docket on March 27, 2012. 

What is the purpose of your surrebuttal testimony? 

My surrebuttal testimony will address the Company’s rebuttal proposals 

and comments pertaining to adjustments I recommended in my direct 

testimony. I will also present additional adjustments to test year operating 

income items resulting from additional information provided by the 

Company in its rebuttal testimony. 

REVENUE REQUIREMENTS 

Q. Can you please summarize the results of RUCO’s analysis of the 

Company’s rebuttal testimony and identify RUCO’s surrebuttal 

recommended revenue requirements? 

1 



I 

2 

3 
4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

~ 

I 

Surrebuttal Testimony of Robert B. Mease 
Pima Utility Company 
Docket No. W-02199A-11-0329 et al. 

A. RUCO’s summarized revenue requirements for the Company’s Water 

Division is as follows: 

REVENUE 
Requirement Increase Percent 

Company Direct $3,001,192 $1,023,565 51.76% 

Company Rebuttal $2,691,108 $ 713,480 36.08% 

RUCO Direct $2,543,675 $ 566,048 28.62% 

RUCO Surrebuttal $2,394,262 $ 416,636 21.07% 

SUMMARY OF SURREBUTTAL TESTIMONY 

Q. 

A. 

Q. 

A. 

What areas will you address in your surrebuttal testimony? 

My surrebuttal testimony will address RUCO’s recommended rate base 

and operating income adjustments for the Company’s Water Division. 

Please identify the exhibits you are sponsoring in your surrebuttal 

testimony. 

I am sponsoring schedules numbered RBM-1 through RBM-19 for the 

determination of the water division’s revenue requirement and schedules 

RBM RD-I through RBM RD-7 for the establishment of the recommended 

rate design for residential and commercial ratepayers. I am also 

sponsoring schedules RBM RD-1 through RBM RD-5 for the irrigation 

rate pa ye rs. 

2 
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SUMMARY OF ADJUSTMENTS 

Q. 

A. 

After reviewing the Company’s rebuttal testimony, did RUCO and the 

Company find areas of agreement? 

Yes. RUCO and the Company are in agreement on several of the 

recommendations made by RUCO for the Water Division including the 

following: 

Rate Base Adjustment # I  - Convert Advances In Aid of Construction 

(AIAC) to Contribution in Aid of Construction (CIAC) 

Rate Base Adjustment #2 - Capitalize an Expensed Plant Item 

Operating Income Adjustment # I  - Depreciation Expense 

Operating Income Adjustment #2 - Property Tax Expense 

Operating Income Adjustment #3 - Remove Repairs and Maintenance 

Expense That Should Have Been Capitalized 

Operating Income Adjustment #4 - Remove Contractual Services 

Expense - Engineering That Should Have Been Capitalized 

Operating Income Adjustment #6 - Miscellaneous Expense - Banking 

Fees 

3 
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Q. 

A. 

Q. 

A. 

Can you please identify those adjustments recommended by RUCO 

that were not accepted by the Company? 

Yes. The adjustments recommended by RUCO and not accepted by the 

Company include the following: 

Operating Income Adjustment #5- Rate Case Expense 

Operating Income Adjustment #7 - Salaries and Wages Officers 

Operating income Adjustment #I I - Income Tax Expense 

Were there additional adjustments made by the Company’s Water 

Division in its surrebuttal testimony that are being adopted by 

RUCO? 

Yes. There are three additional adjustments that were made by the 

Company in its rebuttal testimony that are being accepted by RUCO 

including the following: 

Operating Expense Adjustment #3 - Repairs and Maintenance Expense - 

Tree Remova I Norm a I iza t ion 

Operating Expense Adjustment #8 - Contractual Services - Testing 

SURREBUTTAL RATE BASE ADJUSTMENTS 

Rate Base Adiustment #I - Convert Advances in Aid of Construction 

/AIAC) to Contribution in Aid of Construction (CIAC 

The Company proposed a reclassification from Advances In Aid of 

Construction (AIAC) to Contributions in Aid Construction (CIAC) due to the 

4 
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bankruptcy of a large developer. RUCO accepted the Company’s 

reclassification in its testimony. 

Rate Base Adiustment #2 - Capitalize an Expensed Plant Item 

The Company charged to Repairs and Maintenance Expense, $21,629, 

and Contractual Services - Engineering Expense costs, $3,902, that are 

more appropriately Utility Plant in Service (UPIS) and should be included 

in rate base. The Company accepts RUCO’s recommendation to 

reclassify these expenses and have adjusted rate base accordingly. 

SURREBUTTAL OPERATING INCOME ADJUSTMENTS 

a. 

4. 

Can you please summarize RUCO’s operating income adjustments in 

your testimony? 

In summary the adjustments to operating income RUCO is recommending 

includes the following: 

Operating Income Adjustment #I- Depreciation Expense 

The adjustment recalculates Depreciation Expense based on RUCO’s 

recommended plant level. The Company agrees with RUCO’s 

recommendation depreciation expense. 

Operating Income Adiustment #2 - Propertv Taxes 

The adjustment reduces property tax expense by $6,167 and is related to 

the elimination of “parcels” from the property tax calculation. 

5 
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Operating Income Adiustment #3 - Remove Repairs and Maintenance 

ExpenseThat Should Have Been Capitalized 

The adjustment reduces Repairs and Maintenance Expenses by $21,629 

related to costs more appropriately charged to UPIS and $7,860 for the 

normalization of tree cutting expense. 

Operating Income Adiustment #4 - Remove Contractual Services 

Expense - Engineering That Should Have Been Capitalized 

The adjustment reduces Contractual Services Expense - Engineering by 

$3,902 also related to costs more appropriately charged to UPIS. 

Operating Adiustment #5 - Rate Case Expense 

This adjustment reflects RUCO’s $1 50,000 recommended level of rate 

case expense, to be normalized over four years. The adjustment 

decreases the Company-proposed level of annual rate case expense by 

$12,500 for an annual rate case expense of $37,500. 

Operating Income Adiustment #6 - Miscellaneous Expense - Banking 

Fees 

Miscellaneous Expense related banking fees is reduced by $6,354. 

Banking fees are to be charged fifty percent to the water division and fifty 

percent to the wastewater division. However, all fees were recorded as an 

expense on the books of the water division. The appropriate adjustment is 

being made to reflect a reduction in this expense item. 
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Operating Income Adiustment #7 - Salaries and Wages Officers 

The annual salary paid to Mr. Robson, Chairman of the Board, is 

excessive compared to CEO executives within the industry. In their 

rebuttal testimony Pima reduced its salary request from $90,294 to 

$40,198 for Mr. Robson and further stated that he does not keep time 

sheets as was previously reported. The Company is also making the 

same salary payments to Mr. Robson in the wastewater division. 

Operating Income Adiustment #8 - Contractual Services - Water Testing 

Expense 

The Company recorded $9,812 as water testing expense for the water 

division that was related to the wastewater division’s recharge well. The 

appropriate adjustments have been recorded for both of the Company’s 

divisions. 

Operating Income Adiustment #9 - Intentionally lef t  Blank 

Operating Income Adiustment #IO - Intentionally Left Blank 

Operating Income Adiustment # I  1 - Income Tax Expense 

The Company had recorded an income tax expense in its rebuttal 

testimony when in fact the Company pays no income tax. RUCO’s Chief of 

Accounting and Rates, Mr. Rigsby, will discuss income tax allowances in 

his direct testimony. 
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Rate Design Summary 

Q. 

4. 

Q. 

A. 

Can you please explain the Water Divisions rate classifications? 

The Water Division’s rates are classified into residential, commercial and 

irrigation. The Company has requested an increase for residential 

customers of 41.24 percent, an increase of 55.19 percent increase for 

commercial customers and an increase of 91.47 percent for its irrigation 

customers. 

What are RUCO’s recommended increases by customer 

classification? 

RUCO is recommending an increase to residential customer’s rates of 

16.67 percent, an increase of 30.25 percent to commercial customers and 

an increase of 27.77 percent to the Company’s irrigation customers. 

RATE BASE ADJUSTMENTS 

Q. Is RUCO recommending any changes to the Company’s proposed 

rate base? 

Yes. 

Company is in agreement with both recommendations. 

A. RUCO has recommended two rate base adjustments and the 
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Q. 

A. 

Q. 

4. 

P. 

4. 

Rate Base Adiustment # I  - Convert Advances in Aid of Construction 

{AIAC) to Contribution in Aid of Construction (CIAC). 

Can you please explain the adjustment that converts the balance in 

the Company’s AlAC to CIAC? 

Due to the bankruptcy of the developer, Pima has been unable to pay the 

refunds due to a developer and is unaware of a successor entity to which 

payments can be made. Since it is unlikely that Pima will ever be able to 

actually pay the amounts due, Pima has requested the elimination of the 

account payable to the developer and reclassify the full amount of the 

original advance to Contributions in Aid of Construction. 

Does RUCO agree with the Company’s request to reclassify the AlAC 

balance to CIAC? 

Yes. 

What adjustment did you make to convert the AlAC to CIAC? 

RUCO reversed the existing balance remaining in AlAC of $374,236 and 

included it in CIAC. In addition Pima calculated $49,353 due to the 

developer in 201 0 but due to bankruptcy of the developer has been unable 

to pay the refunds. There is no successor to the bankrupt developer. 

RUCO believes as does the Company’ that the remaining funds of 

$374,236 as well as the $49,353 established as a payable to the 

See Company Response to Staff Data Request CSB 1-1 1 I 
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developer, for a total of $423,589, be transferred to CIAC. Pima is 

requesting a Staff recommendation including the appropriate accounting 

order to reclassify this AIAC to a more appropriate CIAC non-refundable 

account . 

Rate Base Adiustment #2 - Capitalize Expensed Items to Plant 

Q. 

A. 

Q. 

A. 

Is RUCO recommending other adjustments to the Company’s 

adjusted test year rate base? 

Yes. While providing details to respond to a data request the Company 

identified Repairs and Maintenance Expense and Contractual Services 

Expense - Engineering, the Company identified $21,629 and $3,902 

respectively, which were inappropriately classified to expense rather than 

UPIS. 

Does RUCO agree with the reclassification of these expenses? 

Yes. RUCO and the Company have come to agreement on this 

reclassification and have recorded the appropriate adjustments. 

OPERATING INCOME ADJUSTMENTS 

Q. 

A. 

Can you please explain the operating income adjustments that RUCO 

is recommending in your surrebuttal testimony? 

After performing a review of the Company’s filing and rebuttal testimony 

RUCO is recommending the following adjustments. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Operating Income Adiustment # I  - Depreciation Expense 

Have you made any changes to the Company’s adjusted test year 

depreciation expense? 

Yes, as a result of reclassifying, during the test year, Repairs and 

Maintenance Expense of $21,629 and Contractual Services Expense - 

Engineering of $3,902, from expense to UPIS, Depreciation Expense has 

been increased to $1,936. 

Have you recommended any adjustments resulting from the 

reclassification from AlAC to ClAC that RUCO is recommending? 

Yes, RUCO has proposed an increase of $21,065 related to the 

amortization of the additional ClAC as previously discussed. 

What is the result of these two adjustments? 

As shown on Schedule RBM-10 the net effect of the two adjustments is a 

reduction in total Depreciation Expense of $1 9,120. 

Operating Income Adiustment #2 - Propertv Tax Expense 

Did RUCO recommend an adjustment to Property Tax Expense for 

the Water Division as filed by the Company? 

Yes, RUCO is recommended a reduction in test year Property Tax 

Expense of $6,851. There are two separate adjustments that make up the 

total amount of the reduction. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

Can you please explain the first adjustment? 

The first adjustment of $6,167 is related to what the Company has 

included in their property tax adjustment titled “Tax on Parcels.” Based on 

prior testimony before the Commission tax on parcels is not to be included 

in the property tax calculation. The Company agrees with RUCO’s 

recommendation and has reduced their property tax adjustment by 

$6,167. 

What is the second adjustment that RUCO is proposing? 

RUCO was proposing a reduction in the composite property tax rate from 

10.0442 percent to 9.9952 percent. This small reduction in percentage 

reduced property tax expense by $684. 

Has RUCO changed their recommendation on its second adjustment 

related to property tax expense? 

Yes. After further review RUCO has withdrawn this adjustment and 

recommends that property tax be reduced by the tax on parcels and as 

previously stated, the Company agrees with RUCO’s recommendation. 

Operating Income Adiustment #3 - Remove Repairs and Maintenance 

Expense Reclassified to UPlS 

Can you please explain the adjustment that you are making to 

Repairs and Maintenance Expense? 
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A. 

Q. 

4. 

2. 

4. 

2. 

Yes. As previously discussed in Rate Base Adjustment #2, the Company 

recorded $21,629 in Repairs and Maintenance Expense that should be 

more appropriately classified as UPIS. 

Operating Income Adjustment #4 - Contractual Services Expense - 

Engineering Reclassified to UPIS 

Can you please explain the adjustment that you are recommending 

to Contractual Services Expense - Engineering? 

Yes. As previously discussed in Rate Base Adjustment #2, the Company 

recorded $3,902 in Contractual Services Expense - Engineering that 

should be more appropriately classified as UPIS. 

Do you agree with the reclassification of both Repairs and 

Maintenance Expense and Contractual Services Expense 

Engineering to U PIS? 

Yes. After reviewing the nature of these expenses they should have been 

accounted for a UPIS. The Company is in agreement with the 

reclassification and has recorded the appropriate adjustment in its rebuttal 

testimony. 

Operating Income Adjustment #5 - Rate Case Expense 

Has RUCO made an adjustment to Pima’s requested level of rate 

caseexpense? 
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A. 

Q. 

A. 

Yes. RUCO has reduced Pima’s requested total level of rate case 

expense of $200,000 by $50,000 for a total rate case expense of 

$150,000 or 37,500 per year over a four-year period. RUCO believes that 

the amount requested by the Company is excessive and should not be 

paid by the rate payer. 

Are there any other issues regarding rate case expense that RUCO 

wants to address? 

Yes. RUCO is concerned that traditional rate recovery for rate case 

expense is an inequitable solution for Pima. Normally, rate case expense 

is amortized over a short period of years that is reflective of the typical 

amount of time a utility stays out between rate cases. However, Pima 

does not come in for rate cases very often. The water division filed its last 

rate case with a test year ending December 31, 1992 while the 

wastewater division’s last rate case was filed with a test year ending 

December 31,1997. 

If history repeats itself and it normally does, a long stay out would result in 

a windfall to the Company since rate case expense is a non-recurring 

expense and will be collected through rates until the Company’s next rate 

case. 
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Q. 

A. 

What does RUCO recommend to prevent or curtail that event from 

happening in the future? 

If the Commission finds that the typical four year normalization period is 

not appropriate in this case, RUCO offers three different options that 

would prevent the above scenario from happening. First, a surcharge for 

rate case expense could be applied as a separate line item on the 

customers’ bill. When the rate case expense authorized in this proceeding 

has been fully collected through the surcharge, the surcharge would be 

eliminated and nothing but base rates would apply going forward. 

The second option is to extend the normalization period to ten years. This 

option would lower rates. If the Company were to file a rate case prior to 

fully collecting the authorized rate case expense, RUCO recommends that 

the Company be granted a deferred accounting order, which would allow 

Pima to amortize the remaining unrecovered expense over some period of 

time. This option completely eliminates the possibility of under-collecting 

the authorized level of rate case expense. 

The third option simply reduces the Company’s level of authorized rate 

case expense with no deferred accounting order. 

Of the three options, RUCO prefers the second option. Increasing the 

normalization will ameliorate the rate impact on ratepayers. It will further 
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avoid the often unfavorable response of the public to a surcharge. Finally, 

while RUCO would not object to a reduction in the overall rate case 

expense, it is recommending. RUCO will reserve its right to further 

explore this option in coming up with a final recommendation as to a 

reasonable amount of rate case expense. 

Q. 

4. 

2. 

4. 

2. 

4. 

Operating Income Adjustment #6 - Miscellaneous Expense Bank Fees 

Will you please explain your adjustment to Banking Fees? 

Yes. RUCO identified banking fees of $6,354 recorded as miscellaneous 

expense that should have been charged to the wastewater division and 

recommended that the appropriate adjustment be recorded. 

Did the Company agree with RUCO’s recommendation? 

Yes. The Company agrees with RUCO’s recommendation and made the 

adjustment in its rebuttal testimony. 

Operating Income Adiustment #7 - Salaries and Wages Officers 

Does RUCO continue to recommend an adjustment to salaries paid 

to officers even though the Company has reduced their requested 

salary for Mr. Robson from $90,294 to $40,198.? 

Yes. RUCO continues to believe that $40,198 is an excessive salary paid 

to the Chairman of the Board based on the Company’s reporting that he 

worked 56.68 hours for the Water Division. 
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Q. 

A. 

Q. 

A. 

Q. 

How did you become aware that he reported 56.68 hours as working 

for the Water Division? 

The Company’s response to data request, for salary and wage details, 

provided a Schedule of Names, Titles and Burden by General Ledger 

Account of all individual’s salary and wages charged to the water and 

wastewater divisions. Included on the salary schedule were the names of 

all individuals and the number of hours charged to the each division for the 

entire year. Included on the schedule was Mr. Robson, E.J., his title as 

Chairman of the Board, the number of hours charged to the division, 

56.68, and gross salary paid of $90,294. 

Do you agree with Mr. Soriano’s rebuttal testimony that Mr. Robson 

does not keep timesheets? 

I don’t know if Mr. Robson keeps timesheets or not. However, in Mr. 

Soriano’s testimony he stated “Earlier in this rate case we provided a 

schedule that indicated the number of hours recorded in the payroll 

system for each employee. The hours recorded for Mr. Robson does not 

accurately reflect the hours he spent for Pima.” 

Why does RUCO continue to question the hours worked by Mr. 

Robson and identified on the payroll schedule provided in the data 

request? 
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4. 

Q. 

4. 

3. 

4. 

3 

4. 

It comes down to the reliability placed on information provided by the 

Company. If RUCO can’t rely on the hours worked by Mr. Robson, how 

can we accept as being correct the hours reported by other employees on 

the payroll schedule. 

Does RUCO continue to recommend an adjustment for Salaries and 

Wages Officers paid by the water division? 

Yes. RUCO is recommending a salary of $7,085. RUCO’s 

recommendation is based on the number of hours reported multiplied by 

$125 per hour. The hourly rate of $125 is based on a comparable CEO of 

a Class A Water Company within the local area. 

Operating Income Adjustment #8 - Contractual Services - Water Testing 

Expense 

Did the Company record $9,812 as water testing expense for the 

water division that was related to the wastewater division’s recharge 

well. 

Yes. As identified by the Staff engineering review there was an error in 

recording water testing expense to the wrong division. 

Did the Company agree to correct this error? 

Yes. The Company agreed with and the appropriate adjustments have 

been. 
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Operating Income Adjustment #9 and #IO - lntentionallv Left Blank 

Q. 

A. 

Q. 

A. 

Operating Income Adjustment #I 1 - Income Tax Expense 

Can you please explain the adjustment you made to Income Tax 

Expense? 

Yes. This adjustment removes the Company’s pro forma adjustment for 

the recovery of income taxes. The Company does not pay income taxes, 

consequently, is not entitled to recovery. Mr. Rigsby, will discuss income 

tax allowances in his direct testimony. 

Does this conclude your surrebuttal testimony on the revenue 

requirements on Pima. 

Yes it does. 
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RATE DESIGN 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Can you please summarize RUCO’s rate design for Pima Utilities 

Water Division? 

Based on my analysis of the Company’s rate application and 

determination of recommended revenues, RUCO is recommending a rate 

structure for the three classes of ratepayers as follows: 

Company Present RUCO 
Revenues Revenues % Change 

2Residential $1,391,693 $1,623,622 16.67% 

Commercial $ 274,663 $ 357,765 30.25% 

27.77% Irrigation $ 317,458 $ 405,614 

Can you please describe RUCO’s rate design? 

RUCO’s rate design essentially mirrors the company proposed two and 

three-tiered, inverted block rate design which captures approximately 

44.12 percent of total revenue through the monthly minimum charge for 

residential ratepayers. 

What would a typical monthly bill be for a 518 x 3/4 inch meter 

residential customer under RUCO’s recommended rates? 

Under RUCO’s recommended residential rates, a 5/8 x 3/4 inch meter 

using an average of 6,395 gallons per month, would have a typical 

’See Schedules RBM RD-1 through RBM RD-7 attached for Residential and Commercial 
ratepayers and Schedules RBM- RD-1 through RBM RD-5 for Irrigation ratepayers. 
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Q. 

A. 

monthly bill of $11.99 which is $1.33, or 12.48 percent, higher than the 

current bill of $10.66. 

Does this conclude your testimony on revenue requirements and 

rate design? 

Yes it does. 
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Page 1 of 2 

REVENUE REQUIREMENT - SURREBUTTAL 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

(A) 
COMPANY 

OCRB/FVRB 
DESCRIPTION COST 

Adjusted Original CostlFair Value Rate Base (RBM-2) $ 9,097,529 

Adjusted Operating Income (Loss) $ 132,560 

Current Rate of Retum (L3 / L1) 1.46% 

Required Operating Income (L9 X L1) $ 861,536 

Required Rate of Return on Fair Value Rate Base (RBM-19) 9.47% 

Operating Income Deficiency (L7 - L3) $ 728,976 

Gross Revenue Conversion Factor (RBM-1, Page 2) 1.4041 

Required Increase in Gross Revenue Requirement (L11 X L13)) 

Adjusted Test Year Revenue (RBM-7) 

Proposed Annual Revenue (L15 + L17) 

$ 1,023,565 

$ 1,977,627 

$ 3,001,192 

Required Percentage Increase in Revenue (L15 I L17) 

Recommended Return on Common Equity 

51.76% 

10.50% 

(B) 
RUCO 

OCRBIFVRB 
COST 

$ 9,073,286 

$ 275,966 

3.04% 

$ 687,755 

7.58% 

$ 411.789 

1.0118 

$ 416,636 

$ 1,977,627 

2,394,262 $ 

21.07% 

9.40% 

References: 
Column (A): Company Schs. A-I 
Column (6): RUCO Schs. RBM-I page 2, RBM-2. RBM-7. and RBM-I9 
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Water Division 
Surrebuttal Schedule RBM-1 

Page 2 of 2 

GROSS REVENUE CONVERSION FACTOR -SURREBUTTAL 

DESCRIPTION ( 4  

CALCULATION OF GROSS REVENUE CONVERSION FACTOR: 

100.0000% i Revenue 

2 

3 Subtotal (L1 thru U) 
Proposed Bad Debt Expense (Per Co. Work papers) 

4 Properly Tax Rate (RBM-11) 

5 Subtotal (L3 - L4) 

6 Revenue Conversion Factor (L1/ L5) 

100.0000% 

1.1632% 

98.8368% 
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1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

19 
20 
21 
22 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

Gross Utility Plant in Service 

Less: 
Accumulated Depreciation 

Net Utility Plant in Service (L1 + L4) 

Water Division 
Surrebuttal Schedule RBM-2 

Page 1 

SUMMARY RATE BASE - ORIGINAL COST -SURREBUTTAL 

(A) (B) (C) 

COMPANY Summary RUCO Adjusted 
AS FILED Rate Base End of 

OCRBlFVRB Adiustments Test Year 

$ 14,546,128 $ 25,531 $ 14,571,659 

Advances in Aid of Construction 

Contribution in Aid of Construction 
Accumulated Amortization CIAC 

Net ClAC (LIO + L11) 

Add: 
Allowance for Working Capital 

Net Regulatory Asset (Liability) 

Rounding 

Total Rate Base (L6 + L8 + L13+L19) 

Columns (A), and (B) - Schedule RBM-3 
Columns (C) - Columns (A) + (B) 

(4,788,167) $ (383) $ (4,788,550) 

$ 9,757,961 $ 25,148 $ 9,783,109 

$ (374,236) $ 374,236 $ 

(632,417) $ (423,629) $ (1,056,046) 
346,223 $ - $  346,223 

$ (286.194) $ (423,629) $ (709,823) 

$ - ! §  - $  

$ - $  - $  

$ 9,097,529 $ (24,245) $ 9,073,286 
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LINE 
NO. 

1 

2 

3 

4 

RATE BASE ADJUSTMENT NO. 1 
RECLASSIFICATION IAIAC) TO (CIAC) - SURREBUTTAL 

DESCRIPTION 

AlAC as Company Filed 

RUCO Recommended AlAC Adjustment 

Net ClAC as Company Filed 

RUCO Recommended ClAC Adjustment 

( 4  
COMPANY 
AS FILED 

S 374236 

Water Division 
Surrebuttal Schedule RBM-6 

Page 1 of 2 

(B) 
RUCO 

ADJUSTMENT 

$ (374,236) 

(C) 
RUCO 

AS ADJUSTED 

$ 

I $  374,236 

$ 632.418 $ (423.629) 
~ 

$ f1.056.047) 

RUCO ClAC ADJUSTMENT CALCULATION: 

Company Net ClAC as Filed 5 

6 RUCO's Recornmended Net AlAC Conversion to ClAC as Company Filed 

Plus: 
Unpaid AlAC Refunds as Calculated by Company (See Co. Response to Staff Sewer DR CSB 1-12) 7 

8 RUCOs Recommended Gross AlAC Conversion to ClAC Adjustment (Line 6 + Line 7) 

9 RUCO Recommended ClAC Adjustment (Line 8) 

$ 632,418 

374,236 

49,393 

$ 423,629 
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Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

RATE BASE ADJUSTMENT NO. 2 
CAPITALIZE PREVIOUSLY EXPENSED ITEMS TO PLANT ACCOUNTS - SURREBUTTAL 

Reclass from Repairs and Maintneance Expense (see below) 

Capitalize Expensed Items to NARUC Plant Accounts: 
31 1 - Pumping Equipment 
320.2 - Solution Chemicals Feeders 
333 - Services 

Reclass from Repairs and Maintneance Expense (see below) 

Calculation of Accumulated Depreciation 
Total Reclass to UPlS 
Test Year Depreciation Rate 

Calculated Depreciation Expense 

$ 21,629 
3% 

$ 649 

One-Half Year Convention to Test Year Accumulated Depreciation $ 324 

Reclass from Contractural Services - Enqineerinq (see below) 

Capitalize Expensed Items to NARUC Plant Accounts: 
31 1 - Pumping Equipment 

Reclass from Contractural Services Expense 

Calculation of Accumulated Depreciation 
Total Reclass to UPlS 
Test Year Depreciation Rate 

Calculated Depreciation Expense 

One-Half Year Convention to Test Year Accumulated Depreciation 

$ 3,902 
3% 

$ 117 

$ 59 

Amount 

$ 3,371 
2,566 

15,692 

$ 21,629 

$ 3,902 

$ 3,902 

SUMMARY Account Number 

Reclass from ReDairs and Maintneance Expense 
Total - - 31 1 - 320.2 - 333 

$ 3,371 $ 2.566 $ 15.692 $ 21.629 
Reclass from Contractural Services Expense $ 3,902 $ - $  $ 3,902 

TOTAL RECLASS FROM EXPENSE TO UPlS $ 7,273 $ 2,566 $ 15,692 $ 25,531 



Pima Utility Company - Water Division 
Docket No. W-02199A-11-0329, et at. 
Test Year Ended December 31,2010 

OPERATING INCOME -SURREBUTTAL 

Water Division 
Surrebuttal Schedule RBM-7 

Page 1 of 1 

(A) (B) (C) (D) (E) 
COMPANY RUCO RUCO RUCO RUCO 

LINE AS TEST YEAR TEST YEAR PROP'D AS 
NO. DESCRIPTION FILED ADJMTS AS ADJ'TED CHANGES RECOMM'D 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

35 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Total Revenues 
Operating Expenses 

Salaries and Wages 
Salaries and Wages - Officers and Directors 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Contractual Services - Water Testing 
Rents - Equipment 
Transportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 
Insurance - Worker's Comp 
Regulatory Commission Expense 
Regulatory Commission Expense - Rate Case 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 

Operating Income 

$ 1,970,366 $ 1,970,366 416,636 $ 2,387,002 

7,261 7,261 7,261 
1,977,627 1.977.627 416,636 2,394,262 

220,827 
90,294 
64,900 

252,454 
16,721 

100,885 
67,321 
5,283 
3,067 

14,175 
54,797 
18,737 
3,203 

44,637 
17,464 
10,840 
1,009 
3,671 

50,000 
4,766 

15,934 
686,997 
40,883 
83,358 

(83,209) 

(29,489) 

(3,902) 

(9.812) 

(12,500) 

(6.354) 
(1 9.1 29) 

(6.167) 

220,827 
7,085 

64,900 

252,454 
16,721 
71,396 
67,321 

1.381 
3,067 

14,175 
54,797 
8,925 
3,203 

44,637 
17,464 
10,840 
1,009 
3,671 

37,500 
4,766 
9,581 

667,868 
40,883 
77,191 4,846 

(27,157) 27,157 

1,845,067 (143,405) 1,701,662 4,846 1,706,508 

132,561 143,405 275,966 41 1,789 687,754 

220,827 
7,085 

64,900 

252,454 
16,721 
71,396 
67,321 

1,381 
3,067 

14,175 
54,797 
8,925 
3,203 

44,637 
17,464 
10,840 
1,009 
3,671 

37,500 
4,766 
9,581 

667,868 
40,883 
82,037 

Column (A) and Column (6) - RBM-8 
Column (C) - Sum Column (A) + (B) 
Column (E) - Sum Column (C) + (D) 
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Pima Utility Company - Water Division 
Docket No. W-02199A-11-0329 et ai. 
Test Year Ended December 31,2010 

Water Division 
Surrebuttal Schedule RBM-10 

Page 1 

Line Acct. 
- No 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

No. 
301 
302 
303 
304 
305 
306 
307 
308 
309 
31 0 
31 1 
320 

320.1 
320.2 
330 

330.1 
330.2 
331 
333 
334 
335 
336 
339 
340 

340.1 
341 
342 
343 
344 
345 
346 
347 
348 

- Descridion 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures & Improvements 
Collecting & Impounding Reservoirs 
Lake, River, Canal Intakes 
Wells & Springs 
Infiltration Galleries 
Raw Water Supply Mains 
Power Generation Equipment 
Pumping Equipment 
Water Treatment Equipment 

Water Treatment Plants 
Solution Chemical Feeders 

Storage Tanks 
Pressure Tanks 

Distribution Reservoirs & Standpipes 

Transmission & Distribution Mains 
Services 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant & Misc Equipment 
Office Furniture 8 Equipment 
Computers 8 Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

OPERATING INCOME ADJUSTMENT NO. 1 
DEPRECIATION EXPENSE - SURREBUTTAL 

Contributions in Aid of Construction 
Amortization Rate 

(A) 

Original 
cost - 

97,637 
315,125 

606,699 

2,263,801 

58,255 

1 ,I 02,197 
73,937 

2,916,048 
4,709,148 

923,202 
887,381 

4,239 
28,479 
61,635 

134,506 

124.899 
238,939 

le) 
ADJMT NO. 1 

Expense 
Reclass 

7,273 

2,566 

15,692 

I 

IC) 
Adjusted 
Original 
cost 

97,637 
315,125 

606,699 

2,271,074 

60,821 

1 , I  02.197 
73,937 

2,916.048 
4,724,840 

923,202 
887,381 

4,239 
28,479 
61,635 

134,506 

124,899 
238,939 

ID) 

Proposed 
Rates 

3.33% 
2.50% 
2.50% 

6.67% 
2.00% 
5.00% 

12.50% 

3.33% 
20.0046 

2.22% 
5.00% 
2.00% 
3.33% 
8.33% 
2.00% 
6.67% 
6.67% 
6.67% 

20.00% 
20.00% 
4.00% 
5.00% 

10.00% 
5.00% 

10.00% 
10.00% 

3.33% 

(E) 

DeDreciation 
Expense 

10,494 

20,203 

283,884 

12,164 

24.469 
3,697 

58,321 
157,337 
76,903 
17,748 

283 
5,696 

12,327 

6,725 

6,245 
23.894 

10.00% 
$ 14,546,128 $ 25,531 $ 14,571,659 $ 720,389 

$ (1,056,046) 
4.9733% 

Total Depreciation Expense 

Total Depreciation per Company 

Test Year Decrease in Depreciation and Amortization Expense 

Reclass from Repairs and Maintenance RBM-12 
Reclass from Contractual Services - Engineering RBM-13 

TOTAL RECLASSIFICATION by ACCOUNT 

Column(D) - Company proposed depreciation rates. 

$ (52,520) 

$ 667,869 

$ 686,998 

$ (1 9,129) 

Acct 311 Acct 320.2 Acc 333 
3,371 2,566 15,692 21,629 
3,902 3,902 

$ 7,273 $ 2,566 $ 15,692 $ 25,531 



Pima Utility Company - Water Division 
Docket No. W-02199A-11-0329. et al. 
Test Year Ended December 31,2010 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

- 

OPERATING INCOME ADJUSTMENT 2 
PROPERTY TAXES - SURREBUTTAL 

Propertv Tax Calculation 

RUCO Adjusted Test Year Revenues - RBMJ 
Multiplied by 2 
Subtotal (Line 1 Line 2) 
RUCO Adjusted Test Year Revenues - 2010 
RUCO Recommended Revenue, Per Schedule RBM-7 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 /Line 6) 
Department of Revenue Multiplier 
Revenue Base Value (L8 X L9) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (LIO + L11 + L12)) 
Assessment Ratio 
Assessment Value (L13 X L14) 
Composite Property Tax Rate (per RUCO Effective Property Tax Calculation Analysis WP) 

RUCO Proposed Property Tax Expense (L15 X L16) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (L16 - L17) 
Property Tax - RUCO Recornmended Revenue (L15 X L16) 
RUCO Test Year Adjusted Property Tax Expense (L18) 
Increase/(Decrease) to Property Tax Expense 

Increase/(Decrease) to Property Tax Expense 
Increase in Revenue Requirement (L5 - L4) 
Increase /(Decrease) to Property Tax per Dollar Increase in Revenue (L26 I L27) 

(A) 

RUCO 
AS ADJUSTED 

$ 1.977.627 
2 

$ 3,955,255 
1,977,627 

$ 5,932,882 
3 

$ 1.977.627 
2 

$ 3,955,255 

112,709 
$ 3,842,546 

20.0% 
$ 768,509 

10.0442% 

$ 77,191 
83,358 

$ (6,1671 

Water Division 
Surrebuttal Schedule RBM-11 

Page 1 

(B) 

RUCO 
RECOMMENDED 

$ 1,977,627 
2 

$ 3,955,255 

2,394,262 
$ 6,349,517 

3 
$ 2,116,506 

2 
$ 4.233.01 1 

112,709 
$ 4,120,302 

20.0% 
$ 824,060 

9.9552% 

$ 82.037 
77,191 

$ 4,846 

$ 4,846 
416,635 
1.1632% 
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Water Division 
Surrebuttal Schedule RBM-12 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

OPERATING EXPENSE ADJUSTMENT NO. 3 
REPAIRS AND MAINTENANCE EXPENSE ADJUSTMENT - SURREBUTTAL 

Reclass from Repairs and Maintenance Expense (see below) 

Capitalize Expensed Items to NARUC Plant Accounts: 
31 1 - Pumping Equipment 
333 - Services 
320.2 - Solution Chemicals Feeders 

Reclass from Repairs and Maintenance Expense (see below) 

Calculation of Accumulated Depreciation 
Total Reclass to UPIS 
Test Year Depreciation Rate 

Calculated Depreciation Expense 

$ 21,629 
3% 

$ 649 

One-Half Year Convention to Test Year Accumulated Depreciation $ 324 

Amount 

$ 3,371 
15,692 
2,566 

Account 
SUMMARY Number 

Total - - 31 1 - 320.2 - 333 
Reclass from Repairs and Maintenance Expense $ 3,371 $ 2,566 $ 15,692 $ 21,629 ? ,  

$ 
TOTAL RECLASS FROM EXPENSE TO UPlS $ 3,371 $ 2,566 $ 15,692 $ 21,629 

Additional Adjustment to Repairs and Maintenance Expense 

Tree removal expense per General Ledger Account 

Amount of expense normalized for five years 

REDUCTION OF EXPENSE DUE TO NORMALIZATION 

RUCO has accepted recommendation as presented by Staff, and 
accepted by Company, for normalization of tree cutting expenses 

Total Reduction in Test Year Repairs and Maintenance Expense 

$ 9,825 

1,965 



Pima Utility Company -Water Division 
Docket No. W-02199A-11-0329, et al. 
Test Year Ended December 31,2010 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

OPERATING EXPENSE ADJUSTMENT NO. 4 
CONTRACTURAL SERVICES - ENGINEERING - SURREBUTTAL 

Reclass from Contractual Services - Enaineerins (see below) 

Capitalize Expensed Items to NARUC Plant Accounts: 
31 1 - Pumping Equipment 

Reclass from Contractual Services Expense 

Calculation of Accumulated Depreciation 
Total Reclass to UPlS 
Test Year Depreciation Rate 

Calculated Depreciation Expense 

$ 3,902 
3% 

$ 117 

Water Division 
Surrebuttal Schedule RBM-13 

Page 1 

One-Half Year Convention to Test Year Accumulated Depreciation $ 59 

SUMMARY Account Number 
- 31 I 

Reclass from Contractual Services Engineering Expense $ 3,902 

TOTAL RECLASS FROM EXPENSE TO UPlS $ 3,902 

Amount 

$ 3.902 

$ 3,902 
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Docket No. W-02199A-11-0329, et al. 
Test Year Ended December 31,2010 

Water Division 
Surrebuttal Schedule RBM-14 
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OPERATING INCOME ADJUSTMENT NO. 5 
RATE CASE EXPENSE ADJUSTMENT - SURREBUTTAL 

(A) (B) (C) 
Line COMPANY RUCO RUCO 
No. DESCRIPTION ESTIMATE ADJUSTMENT AS ADJUSTED 

1 Rate Case Expense -Water Division $ 200,000 $ (50,000) $ 150,000 
2 

4 
3 Amortization Period - 3 years 4 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 Rate Case Expense Adjustment 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

RUCO Rate Case Expense Recommended Per Year 

Rate Case Expense as Recommended by RUCO Per Year 

Rate Case Expense as filed By Company Per Year 

$ 37,500 

$ 50,000 

$ (12,500) 

$ 37,500 
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Docket No. W-02199A-11-0329, et al. 
Test Year Ended December 31,201 0 

Water Division 
Surrebuttal Schedule RBM-15 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

OPERATING INCOME ADJUSTMENT NO. 6 
MISCELLANEOUS EXPENSE - BANK ANALYSIS FEES - SURREBUTTAL 

Description - Date 

JPMorgan Chase Bank Jan. 2010 
JPMorgan Chase Bank Feb. 2010 
JPMorgan Chase Bank Mar. 2010 
JPMorgan Chase Bank Apr. 2010 
JPMorgan Chase Bank May 2010 
JPMorgan Chase Bank Jun. 2010 
JPMorgan Chase Bank Jul. 2010 
JPMorgan Chase Bank Aug. 2010 
JPMorgan Chase Bank Sep. 2010 

JPMorgan Chase Bank Nov. 2010 
JPMorgan Chase Bank Dec. 2010 

Total Bank Charges Recorded 100% to Water Division (Per Staff DR 1.38) 

JPMorgan Chase Bank Oct. 2010 

RUCO Miscellaneous Expense Adjustment to Water Division (Line 15 X -50%) 

RUCO Miscellaneous Expense Adjustment to Sewer Division (Line 15 X 50%) 

Amount 

$ 1,067 
91 3 

1,097 
1,136 
1,069 
1,066 
1,015 
1,073 
1,080 
1,068 
1,007 
1.116 

$ 12,707 

I '  \ ,  I 

I S  6.354 1 

Per Company Data Response Bank Fees to be charged 50% to Water and50% to 
Waste Water. All were recorded to Water Division. 
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Test Year Ended December 31.2010 

Water Division 
Surrebuttal Schedule RBM-16 
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OPERATING INCOME ADJUSTMENT NO. 7 
SHAREHOLDER SALARIES - SURREBUTTAL 

(A) (B) (C) 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION AS FILED ADJUSTMENT AS ADJUSTED 

1 Salaries and Wages Expenses - Officer and Director ' $ 90,294 $ 83,209 $ 7,085 

2 RUCO Adjustment $ (83,209) 

RUCO OFFICER SALARY ADJUSTMENT CALCULATION: 

3 Company as Filed Salary and Wage Expense - Officer and Director $ 90,294 

4 Number of Hours Worked for Water Division per Company Response to Staff DR 1 29 56 68 

1,593 

6 RUCO Recommended Hourly Pay Rate $ 125 

5 Hourly Chargeable Rate to Water Davison per Company Response to Staff 1.29 (L3 I L 4) $ 

7 RUCO Recommended Salary and Wage Expense (L4 X L6) $ 7,085 



npany -Water Division 
02199A-11-0329, et al. 
ad December 31,201 0 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

Water Division 
Surrebuttal Schedule RBM-17 
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OPERATING INCOME ADJUSTMENT NO. 8 
CONTRACTUAL SERVICES WATER TESTING EXPENSE - SURREBUTTAL 

DESCRIPTION 

Calculated Annual Water Testing Expense - per Company 

Water Testing Expense Used in Test Year 

Adjustment to Test Year Water Testing Expenses 

RUCO has accepted recommendation as presented by Staff and 
accepted by Company. 

$ 8,925 

18,737 

$ (9,812) 
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Test Year Ended December 31,2010 

Water Division 
Surrebuttal Schedule RBM-17-1 
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OPERATING INCOME ADJUSTMENT NO. 9, lO 
INTENTIONALLY LEFT BLANK - SURREBUTTAL 
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Water Division 
Surrebuttal Schedule RBM-18 
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OPERATING INCOME ADJUSTMENT NO. 11 
INCOME TAX EXPENSE - SURREBUTTAL 

(A) (B) (C) 
Line COMPANY RUCO RUCO 
- No. DESCRIPTION ESTIMATE ADJUSTMENT AS ADJUSTED 

1 Income Tax Expense 
2 
3 

4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

RUCO Recommended Income Tax Expense 

$ (27,157) $ 27,157 $ 
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COST OF CAPITAL - SURREBUTTAL 

LINE 
NO. DESCRIPTION - 
I Long-Term Debt 
2 
3 Common Equity 
4 
5 Total Capitalization 
6 
7 
8 WEIGHTED AVERAGE COST OF CAPITAL 

(A) (B) (C) (D) 
WEIGHTED 

DOLLAR CAPITAL COST COST 
AMOUNT RATIO RATE RATE 

$ 8,370,000 35.36% 4.250% 1.50% 

15,301,736 64.64% 9.400% 6.08% 

$ 23,671,736 100.00% 

References: 
Columns (A) Thru (D): WAR Testimony 
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Pima Utility Company - Water Division 
Test Year Ended December 31,2010 
Recommended Rates - Residential 

Docket No. W-02199A-11-0329 et al. 
Surrebuttal Schedule REM RD - 2 

RUCO PRESENT COMPANY 
RATES PROPOSED PROPOSED 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 
35 
36 
37 
36 

39 
40 
41 
42 

43 
44 
45 
46 

47 

49 
4a 

50 
51 
52 

DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

(Residential Customers) 
518 X 314 - INCH 
314 - INCH 
1 - INCH 
1 112 - INCH 
2 - INCH 

4 - INCH 

8 - INCH 

3 - INCH 

6 - INCH 

10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

(Residential Customers) 

RECOMMENDED COMMODITY RATES BY METER SIZE 

518 X 314 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 4.000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 4.001 TO 10,000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 10,000 GALLONS: 

314 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 4.000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 10,000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 10,000 GALLONS: 

1 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 25,000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 25,000 GALLONS 

1 112 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 50,000 GALLONS 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 50,000 GALLONS 

2 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 80,000 GALLONS 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 80.000 GALLONS 

3 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 160,000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 160,000 GALLONS: 

4 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 250,000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 250,000 GALLONS: 

6 - INCH 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - ZERO TO 500.000 GALLONS: 
COMMODITY RATE (PER 1 ,ooO GAL. OVER MINIMUM) - OVER 500,000 GALLONS: 

$ 5.70 
$ 5.70 
$ 16.00 
$ 21.00 
$ 26.00 
$ 40.00 
$ 52.00 
$ 100.00 
$ -  
$ -  

7.36 
7.36 

20.67 
27.13 
33.59 
51.68 
67.18 

129.20 

$ 5.75 
$ 5.75 
$ 16.38 
$ 21.49 
$ 26.62 
$ 41.01 
$ 53.34 
$ 102.67 
$ -  
$ -  

1,000 

$ 0.92 $ 0.96 $ 0.86 
$ 1.08 $ 1.36 $ 1.17 
$ -  $ 1.86 $ 1.57 

$ 0.92 $ 0.96 $ 0 8 6  
$ 1.08 $ 1.36 $ 1.17 
5 -  $ "1 86 $ 157  

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.86 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 8 1.86 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.66 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.86 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.86 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.85 $ 1.56 
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Pima Utility Company - Water Division 
Test Year Ended December 31,2010 
Recommended Rates - Commercial 

Docket No. W-02199A-11-0329 et al. 
Surrebuttal Schedule RBM RD - 2 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

24 
25 
26 
27 
28 

29 
30 
31 
32 

33 
34 
35 
36 

37 
38 
39 
40 

41 
42 
43 
44 

45 
46 
47 
48 

49 
50 
51 
52 

DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

(Commercial Customers) 
518 X 314 - INCH 
314 - INCH 
1 - INCH 
1 112 - INCH 
2 - INCH 
3 - INCH 
4 - INCH 
6 - INCH 

10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

(Commercial Customers) 

RECOMMENDED COMMODITY RATES BY METER SIZE 

a - INCH 

5/8 X 314 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 10.W GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 10,000 GALLONS: 

314 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 10,000 GALLONS. 
COMMODITY RATE (PER l.W GAL OVER MINIMUM) - OVER 10,000 GALLONS’ 

1 -INCH 
COMMODITY RATE (PER l,W GAL. OVER MINIMUM) - ZERO TO 25.000 GALLONS: 
COMMODITY RATE (PER l,W GAL. OVER MINIMUM) - OVER 25.000 GALLONS: 

1 112 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 50,000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 50.000 GALLONS: 

2 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 80.000 GALLONS: 
COMMODITY RATE (PER l.W GAL. OVER MINIMUM) - OVER 80.000 GALLONS: 

3 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 160.000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 160,000 GALLONS: 

4 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 250,000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 250.000 GALLONS: 

6 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . ZERO TO 500,000 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 500,000 GALLONS: 

$5.70 
5.70 
16.00 
21.00 
26.00 
40.00 
52.00 
100.00 

$7.36 
7.36 
20.67 
27.13 
33.59 
51.68 
67.18 
129.20 

$5.75 
5.75 
16.38 
21.49 
26.62 
41.01 
53.34 
102.67 

1,000 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.86 $ 1.57 

$ 0.92 $ 0.96 $ 1.17 
$ 1.08 $ 1.36 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.86 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.86 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.86 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.86 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.86 $ 1.57 

$ 0.92 $ 1.36 $ 1.17 
$ 1.08 $ 1.86 $ 1.57 
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Pima Utility Company - Water Division 
Test Year Ended December 31,2010 
Recommended Rates- Irrigation 

LINE a DESCRIPTION 

I 
2 All Sizes 
3 
4 
5 
6 
7 
8 
9 

10 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE. 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

RECOMMENDED COMMODITY RATES BY METER SIZE 

11 All Sizes 
12 COMMODITY RATE (All Gallons) 
13 
14 

Docket No. W-02199A-11-0329 et at. 
Surrebuttal Schedule REM RD - 2 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

180.00 232.50 180.00 

100,000 

$ 0.36 $ 0.70 $ 0.47 
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Pima Utility Company - Water Division 
Test Year Ended December 31, 2010 
Billing Analysis Present and RUCO Recommended - Irrigation 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

Billina Analvsis 

CONSUMPTION 
IN GALLONS 

0 
1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

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

100,000 
125,000 
150,000 
175,000 
200,000 
250,000 
500,000 

1,000,000 
2,000,000 
3,000,000 
4,000,000 
5,000,000 

AVG. NO. OF CUST: 

AVG. USE (GAL.): 
MONTHLY BILL: 

MEDIAN USE (GAL.) : 
MONTHLY BILL: 

( 4  

PRESENTRATES 

$180.00 
180.00 
180.36 
180.72 
181.08 
181.44 
181.80 
182.16 
182.52 
182.88 
183.24 
185.04 
186.84 
188.64 
197.64 
206.64 
215.64 
224.64 
233.64 
242.64 
251.64 
269.64 
359.64 
539.64 
899.64 
1259.64 
1619.64 
1979.64 

4 

15,854,381 
$5,887.22 

8,864,900 
$3,371 .OO 

Docket No. W-02199A-11-0329 et al. 
Surrebuttal Schedule RBM RD - 4 

RUCO REOMMENDED 

$180.00 
180.00 
180.47 
180.94 
181.41 
181.89 
182.36 
182.83 
183.3 

183.77 
184.24 
186.6 

188.96 
191.31 
203.1 

214.88 
226.66 
238.45 
250 23 
262.02 
273.8 
297.37 
41 5.21 
650.89 
1122.24 
1593.6 

2064.96 
2536.32 

4 

15,854.381 
$7,652.62 

8,864,900 
$4,358.07 



W 
3 z 

LL 
0 


	EXECUTIVE SUMMARY
	INTRODUCTION
	SURREBUTTAL RATE BASE ADJUSTMENTS
	Utility Plant and Accumulated Depreciation Reconciliation
	Construction (CIAC)
	Capitalized an Expensed Plant Item
	SURREBUTTAL OPERATING INCOME ADJUSTMENTS
	Operating Income Adjustment #I - Depreciation Expense
	Operating Income Adjustment #2 - Property Tax Expense
	That Should Have Been Capitalized
	Progress (CWIP)
	Operating Income Adjustment #5 - Rate Case Expense
	Operating Income Adjustment #6 - Miscellaneous Expense - Banking Fees
	Operating Income Adjustment #7 - Salaries and Wages - Officers
	Expense
	Operating Income Adjustment #9 - Contractual Services - Other Expense
	Operating Income Adjustment #I 0 - Intentionally Left Blank
	Operating Income Adjustment #I 1 - Income Tax Expense
	REQUIREMENTS
	RATE DESIGN
	OPERATING INCOME ADJUSTMENT NO

	Feb
	Mar
	Apr
	May
	Jun
	Jut
	Aug
	Sep
	Oct
	Nov
	Dec
	EXECUTIVE SUMMARY
	INTRODUCTION
	REVENUE REQUIREMENTS
	SUMMARY OF SURREBUTTAL TESTIMONY
	SUMMARY OF ADJUSTMENTS
	RATE BASE ADJUSTMENTS
	CONSTRUCTION (CIAC
	RATE BASE ADJUSTMENT #2 -CAPITALIZE AN EXPENSED PLANT ITEM
	SURREBUTTAL OPERATING INCOME ADJUSTMENTS
	OPERATING INCOME ADJUSTMENT #1- DEPRECIATION EXPENSE
	OPERATING INCOME ADJUSTMENT#2 PROPERTV TAXES
	CAPITALIZED
	BEEN CAPITALIZED
	OPERATING ADJUSTMENT#5 RATE CASE EXPENSE
	OPERATING INCOME ADJUSTMENT#6 MISCELLANEOUS EXPENSE BANKING FEES
	OPERATING INCOME ADJUSTMENT#7 - SALARIES AND WAGES OFFICERS
	OPERATING INCOME ADJUSTMENT#8 - CONTRACTUAL SERVICES - WATER TESTING EXPENSE
	OPERATING INCOME  ADJUSTMENT#^ - INTENTIONALLY LEFT BLANK
	OPERATING INCOME  ADJUSTMENT#^^ - INTENTIONALLY LEFT BLANK
	OPERATING INCOME  ADJUSTMENT##^^- INCOME TAX EXPENSE
	RATE DESIGN SUMMARY
	RATE BASE ADJUSTMENTS
	CONSTRUCTION (CIAC)
	RATE BASE ADJUSTMENT#z -CAPITALIZE EXPENSED ITEMS TO PLANT
	OPERATING INCOME ADJUSTMENTS
	OPERATING INCOME  ADJUSTMENT#^ DEPRECIATION EXPENSE
	OPERATING INCOME ADJUSTMENT#2 - PROPERTV TAX EXPENSE
	OPERATING INCOME ADJUSTMENT#3 - REMOVE REPAIRS AND MAINTENANCE EXPENSE RECLASSIFIED TO UPls
	OPERATING INCOME ADJUSTMENT#4 - CONTRACTUAL SERVICES EXPENSE - ENGINEERING RECLASSIFIEDTO UP1 s
	OPERATING INCOME  ADJUSTMENT#^ - RATE CASE EXPENSE
	OPERATING INCOME ADJUSTMENT#6 - MISCELLANEOUS EXPENSE BANK FEES
	OPERATING INCOME ADJUSTMENT#7 - SALARIES AND WAGES OFFICERS
	OPERATING INCOME ADJUSTMENT #8 -CONTRACTUAL SERVICES - WATER TESTING EXPENSE
	OPERATING INCOME ADJUSTMENT #9 AND #lo- INTENTIONALLY LEFT BLANK
	OPERATING INCOME  ADJUSTMENT#^^- INCOME TAX EXPENSE
	RATE DESIGN

