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ORIGINAL HURRTAMANDN

BEFORE THE ARIZONA CORPORATION COM

GARY PIERCE
CHAIRMAN

BOB STUMP
COMMISSIONER

SANDRA D. KENNEDY
COMMISSIONER

PAUL NEWMAN
COMMISSIONER

BRENDA BURNS
COMMISSIONER

IN THE MATTER OF THE APPLICATION OF | Docket No. W-01445A-11-0310
ARIZONA WATER COMPANY, AN ARIZONA
CORPORATION, FOR A DETERMINATION
OF THE FAIR VALUE OF ITS UTILITY
PLANT AND PROPERTY, AND FOR
ADJUSTMENTS TO ITS RATES AND
CHARGES FOR  UTILITY SERVICE

FURNISHED BY ITS EASTERN GROUP Arizona Comoration Commission
AND  FOR  CERTAIN  RELATED DOCKETED
APPROVALS.

AUN 0 4 2017
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NOTICE OF FILING

The RESIDENTIAL UTILITY CONSUMER OFFICE ("RUCQO") hereby provides notice of
filing the Final Schedules of William A. Rigsby, CRRA, and Robert Mease, in the above-

referenced matter.

RESPECTFULLY SUBMITTED this 4th day of June, 2012.

Daniel Pozefsky O
Chief Counsel
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AN ORIGINAL AND THIRTEEN COPIES
of the foregoing filed this 4th day
of June, 2012 with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

COPIES of the foregoing hand delivered/
mailed this 4th day of June, 2012 to:

The Honorable Lyn Farmer
Administrative Law Judge
Hearing Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Janice Alward, Chief Counsel
Wes Van Cleve

Legal Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Steven M. Olea, Director

Utilities Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Robert W. Geake

Vice President and General Counsel
Arizona Water Company

Post Office Box 29006

Phoenix, Arizona 85038-9006

Steven A. Hirsch

Stanley B. Lutz

Bryan Cave LLP

Two North Central Avenue, Suite 2200
Phoenix, AZ 85004

Kathie Wyatt
1940 N. Monterey Drive
Apache Junction, AZ 85120

By %MQ}MJ&P

CheryNFraulob




SCHEDULE #
WAR -1
WAR -2
WAR -3
WAR -4
WAR -5
WAR -6
WAR -7
WAR -8

WAR -9

-

ARIZONA WATER COMPANY
DOCKET NO. W-01445A-11-0310

COST OF CAPITAL SUMMARY

DCF COST OF EQUITY CAPITAL

DIVIDEND YIELD CALCULATION

DIVIDEND GROWTH RATE CALCULATION
DIVIDEND GROWTH COMPONENTS
GROWTH RATE COMPARISON

CAPM COST OF EQUITY CAPITAL
ECONOMIC INDICATORS - 1990 TO PRESENT

ECONOMIC INDICATORS - 1990 TO PRESENT



ARIZONA WATER COMPANY
TEST YEAR ENDED DECEMBER 31, 2010

DOCKET NO. W-01445A-11-0310

FINAL SCHEDULE WAR - 1

COST OF CAPITAL SUMMARY PAGE 1 OF 3 |
WEIGHTED AVERAGE COST OF CAPITAL - FINAL
(A) B) (C) (D) (E) (F)
RUCO

LINE CAPITALIZATION RUCO ADJUSTED CAPITAL WEIGHTED
NO. DESCRIPTION PER COMPANY ADJUSTMENTS CAPITALIZATION RATIO COST COST

1 Long-Term Debt $ 75,000,000 $ - $ 75,000,000 49.03% 6.82% 3.34%

2 Common Equity 77,975,335 - 77,975,335 50.97% 9.40% 4.79%

3 Total Capitalization $ 152,975,335 $ - $ 152,975,335 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL i 8.13%)|

REFERENCES:

COLUMN (A): TESTIMONY, WAR

COLUMN (B): LINE 1; SCHEDULE WAR-1, PAGE 2, LINE 2; TESTIMONY WAR
COLUMN (C): COLUMN (A) x COLUMN (B), LINE 4; LINE 1 + LINE 2

COLUMN (D): COLUMN (C) LINES 1, 2 AND 3/ LINE 4

COLUMN (E): LINE 1; SCHEDULE WAR-1, PAGE 2, LINES 2 AND 3; TESTIMONY WAR
COLUMN (F): COLUMN (D) x COLUMN (E)




ARIZONA WATER COMPANY DOCKET NO. W-01445A-11-0310
TEST YEAR ENDED DECEMBER 31, 2010 FINAL SCHEDULE WAR - 1
COST OF CAPITAL SUMMARY PAGE 2 OF 3

COST OF LONG-TERM DEBT

(A) (B) (C)
LINE AMOUNT ANNUAL INTEREST
NO. LONG-TERM DEBT ISSUANCES OUTSTANDING COST RATE
1 SERIES K BONDS, DUE APRIL 1, 2031 $ 15,000,000 $ 1,206,855 8.05%
2 SERIES L BONDS, DUE AUGUST 1, 2036 25,000,000 1,575,650 6.30%
3 SERIES M BONDS, DUE AUGUST 1, 2038 35,000,000 2,336,110 6.67%
4  TOTALS $ 75,000,000 $ 5118615 [ 6.82%)|

REFERENCES:

COLUMN (A): COMPANY SCHEDULE D-2, PAGE 1
COLUMN (B): COMPANY SCHEDULE D-2, PAGE 1
COLUMN (C): COLUMN (B)/ COLUMN (A)




ARIZONA WATER COMPANY
TEST YEAR ENDED DECEMBER 31, 2010

COST OF CAPITAL SUMMARY
COST OF COMMON EQUITY CALCULATION
LINE
NO.
1 DCF METHODOLOGY

10

11

DCF - WATER COMPANY SINGLE-STAGE CONSTANT GROWTH MODEL ESTIMATE
DCF - NATURAL GAS LDC SINGLE-STAGE CONSTANT GROWTH MODEL ESTIMATE
AVERAGE OF DCF ESTIMATES

CAPM METHODOLOGY

CAPM - WATER COMPANY GEOMETRIC MEAN ESTIMATE

CAPM - NATURAL GAS LDC GEOMETRIC MEAN ESTIMATE
CAPM - WATER COMPANY ARITHMETIC MEAN ESTIMATE

CAPM - NATURAL GAS LDC ARITHMETIC MEAN ESTIMATE
AVERAGE OF CAPM ESTIMATES

AVERAGE OF DCF AND CAPM ESTIMATES

FINAL COST OF COMMON EQUITY ESTIMATE

8.53%

9.47%

9.00%

3.90%

3.73%

5.25%

5.01%

4.47%

6.74%

9.40%

DOCKET NO. W-01445A-11-0310
FINAL SCHEDULE WAR - 1
PAGE 3 OF 3

SCHEDULE WAR-2, COLUMN (C), LINE 5
SCHEDULE WAR-2, COLUMN (C), LINE 13

(LINE2+LINE3)+2

SCHEDULE WAR-7 PAGE 1, COLUMN (B), LINE 5
SCHEDULE WAR-7 PAGE 1, COLUMN (B), LINE 13
SCHEDULE WAR-7 PAGE 2, COLUMN (B), LINE 5
SCHEDULE WAR-7 PAGE 2, COLUMN (B}, LINE 13
(SUMOF LINES6 THRU 9)+4

(SUMOF LINES 4 AND 10) + 2

TESTIMONY WAR



ARIZONA WATER COMPANY
TEST YEAR ENDED DECEMBER 31, 2010
DCF COST OF EQUITY CAPITAL

LINE
NO.

10

11

13
14
15

16

STOCK
SYMBOL COMPANY
AWR AMERICAN STATES WATER CO.
CWT CALIFORNIA WATER SERVICE GROUP
MSEX MIDDLESEX WATER COMPANY
SJw SJW CORPORATION
WTR AQUA AMERICA, INC.
WATER COMPANY AVERAGE
GAS AGL RESOURCES, INC.
ATO ATMOS ENERGY CORP.
LG LACLEDE GROUP, INC.
NJR NEW JERSEY RESOURCES CORPORATION
NWN NORTHWEST NATURAL GAS CO.
PNY PIEDMONT NATURAL GAS COMPANY
sJi SOUTH JERSEY INDUSTRIES, INC.
SWX SOUTHWEST GAS CORPORATION
WGL WGL HOLDINGS, INC.

NATURAL GAS LDC AVERAGE

REFERENCES:

COLUMN (A): SCHEDULE WAR - 3, COLUMN C
COLUMN (B): SCHEDULE WAR - 4, PAGE 1, COLUMN C
COLUMN (C): COLUMN (A) + COLUMN (B)

DOCKET NO. W-01445A-11-0310
FINAL SCHEDULE WAR - 2

(A) (B) C)

DIVIDEND GROWTH DCF COST OF
YIELD + RATE(g) = EQUITY CAPITAL
3.08% +  6.06% = 9.14%

349% + 521% = 8.70%
4.02% +  460% = 8.62%
296% +  433% = 7.29%
299% +  590% = 8.89%
M 8.53% 1
473% +  6.00% = 10.74%
4.42%  +  367% = 8.09%
420%  +  457% = 8.77%
3.45%  +  6.96% = 10.41%
3.98% +  476% = 8.73%
3.77%  +  361% = 7.37%
293% + 1021% = 13.14%
279% + 743% = 10.22%
391% +  3.84% = 7.75%
I 9.47% I




ARIZONA WATER COMPANY
TEST YEAR ENDED DECEMBER 31, 2010

DOCKET NO. W-01445A-11-0310
FINAL SCHEDULE WAR -3

DIVIDEND YIELD CALCULATION
(A) (B) (C)
ESTIMATED AVERAGE
LINE STOCK DIVIDEND STOCK PRICE DIVIDEND
NO. SYMBOL COMPANY (PERSHARE) / (PERSHARE) = YIELD
1 AWR AMERICAN STATES WATER CO. $i12  / $36.36 = 3.08%
2 CWT CALIFORNIA WATER SERVICE GROUP $0.63 / $18.05 = 3.48%
3 MSEX MIDDLESEX WATER COMPANY $0.74 / $18.41 = 4.02%
4 SIW SJW CORPORATION $0.71  / $24.01 2.96%
5 WTR AQUA AMERICA, INC. $0.66 / $22.08 = 2.99%
6 WATER COMPANY AVERAGE
7 GAS AGL RESOURCES, INC. $1.84 / $38.86 = 4.73%
8 ATO ATMOS ENERGY CORP. $1.38  / $31.23 = 4.42%
9 LG LACLEDE GROUP, INC. $1.66 / $39.49 = 4.20%
10 NJR NEW JERSEY RESOURCES CORPORATION $1.52 $44.04 = 3.45%
11 NWN NORTHWEST NATURAL GAS CO. $1.78  / $44.78 = 3.98%
12 PNY PIEDMONT NATURAL GAS COMPANY $1.16  / $30.81 = 3.77%
13 SJi SOUTH JERSEY INDUSTRIES, INC. $1.46 / $49.84 = 2.93%
14 SWX SOUTHWEST GAS CORPORATION $1.18  / $4235 = 2.79%
15 WGL WGL HOLDINGS, INC. $1.56 / $39.89 = 3.91%
16 NATURAL GAS LDC AVERAGE [ —380% |
REFERENCES;

COLUMN (A): ESTIMATED 12 MONTH DIVIDEND REPORTED IN VALUE LINE INVESTMENT
SURVEY - RATINGS & REPORTS DATED 04/20/2012 (WATER COMPANIES) AND 03/09/2012 (NATURAL GAS LDC's).
COLUMN (B): EIGHT WEEK AVERAGE OF ADJUSTED CLOSING PRICES FROM 03/05/2012 TO 04/27/2012
STOCK QUOTES OBTAINED THROUGH YAHOO! FINANCE WEB SITE - HISTORICAL QUOTES (http://finance.yahoo.com).

COLUMN (C): COLUMN (A) DIVIDED BY COLUMN (B)

NOTE:
CLOSING STOCK PRICES ARE ADJUSTED FOR DIVIDENDS AND STOCK SPLITS.




ARIZONA WATER COMPANY
TEST YEAR ENDED DECEMBER 31, 2010
DIVIDEND GROWTH RATE CALCULATION

LINE STOCK
NO. SYMBOL COMPANY
1 AWR AMERICAN STATES WATER CO.
2 CWT CALIFORNIA WATER SERVICE GROUP
3 MSEX MIDDLESEX WATER COMPANY
4 Siw SJW CORPORATION
5 WTR AQUA AMERICA, INC.

6 WATER COMPANY AVERAGE

7 GAS AGL RESOURCES, INC.
8 ATO ATMOS ENERGY CORP.
9 LG LACLEDE GROUP, INC.
10 NJR NEW JERSEY RESOURCES CORPORATION
1 NWN NORTHWEST NATURAL GAS CO.
12 PNY PIEDMONT NATURAL GAS COMPANY
13 SJt SOUTH JERSEY INDUSTRIES, INC.
14 SWX SOUTHWEST GAS CORPORATION
15 WGL WGL HOLDINGS, INC.

16 NATURAL GAS LDC AVERAGE

REFERENCES:

COLUMN (A): TESTIMONY, WAR

COLUMN (B): SCHEDULE WAR - 4, PAGE 2, COLUMN C
COLUMN (C): COLUMN (A) + COLUMN (B)

DOCKET NO. W-01445A-11-0310

FINAL SCHEDULE WAR - 4

PAGE 1 OF 2
(A) (B) €
INTERNAL EXTERNAL DIVIDEND
GROWTH GROWTH GROWTH
(br) + {sv) = @
5.75% + 0.31% = 6.06%
4.50% + 0.71% = 5.21%
4.00% + 0.60% = 4.60%
3.10% + 1.23% = 4.33%
5.50% + 0.40% = 5.90%
I 5.22% 1
5.90% + 0.10% = 6.00%
3.50% + 0.17% = 3.67%
3.90% + 0.67% = 4.57%
6.95% + 0.01% = 6.96%
4.70% + 0.06% = 4.76%
3.60% + 0.01% = 3.61%
8.20% + 2.01% = 10.21%
6.85% + 0.58% = 7.43%
3.65% + 0.19% = 3.84%
f 5.67% I




ARIZONA WATER COMPANY
TEST YEAR ENDED DECEMBER 31, 2010

DOCKET NO. W-01445A-11-0310
FINAL SCHEDULE WAR - 4

DIVIDEND GROWTH RATE CALCULATION PAGE 2 OF 2
|
(A ®) © W
EXTERNAL |
LINE  STOCK SHARE GROWTH |
NO. _ SYMBOL _ COMPANY GROWTH x {[((MsB )+ 1)/ 21]-1} = (sv)
1 AWR AMERICAN STATES WATER CO. 100 x {[(( 162 )+ 1)/ 21-1} = 031%
2 CWT CALIFORNIA WATER SERVICE GROUP 260% x {[(( 185 )+ 1)/ 2]-11} = 07%
3 MSEX MIDDLESEX WATER COMPANY 190% x {[(( 164 )+ 1)/ 2]-1} = 060%
4 SIW SJW CORPORATION 430% x {[(( 157 )+ 1)/ 2 ]-1} = 123%
5 WTR AQUA AMERICA, INC. 060% x {[(( 234 )+ 1)/ 2]1-11} =  040%
6 WATER COMPANY AVERAGE [ 0.65% |
7 GAS AGL RESOURCES, INC. 065% x {[(( 13 )+ 1)/ 2]-11} = 010%
8 ATO ATMOS ENERGY CORP. 260% x {[(( 113 )+ 1)/ 2]-11) = 017%
9 LG LACLEDE GROUP, INC. 300% x {[(( 145 )+ 1)/ 21-1} = 067%
10 NJR NEW JERSEY RESOURCES CORPORATIO}  0.01%  x { [ (( 241 ) + 1) / 2 ]- 11} =  001%
1 NWN NORTHWEST NATURAL GAS CO. 020% x {[(( 159 )+ 1)/ 2 ]-11} = 006%
12 PNY PIEDMONT NATURAL GAS COMPANY 001% x {[(( 22t )+ 1)/ 2]-1} = 001%
13 sJl SOUTH JERSEY INDUSTRIES, INC. 300% x {[(( 234 )+ 1)/ 2]-1} = 201%
14 SWX SOUTHWEST GAS CORPORATION 220% x {[(( 158 )+ 1)/ 21-11} =  058%
15 WGL WGL HOLDINGS, INC. 060% x {[(( 162 )+ 1)/ 2]-11} = 019%%
16 NATURAL GAS LDC AVERAGE [ 042% |

REFERENCES:
COLUMN (A): TESTIMONY, WAR
COLUMN (B): VALUE LINE INVESTMENT SURVEY

- RATINGS & REPORTS DATED 04/20/2012 (WATER COMPANIES) AND 03/09/2012 (NATURAL GAS LDC's)
COLUMN (C): COLUMN (A) x COLUMN (B)




ARIZONA WATER COMPANY DOCKET NO. W-01445A-11-0310

TEST YEAR ENDED DECEMBER 31, 2010 FINAL SCHEDULE WAR - 5
DIVIDEND GROWTH COMPONENTS PAGE 1 OF 5
Q) B8 (C) ) (E) ]
LINE  STOCK OPERATING RETENTION RETURN ON DIVIDEND BOOKVALUE ~ SHARES OUTST. SHARE
NO. _ SYMBOL _ WATER COMPANY NAME PERIOD _ RATIO (b) x _BOOKEQUITY () = _GROWTH(g) ($/SHARE) (MILLIONS) GROWTH
1 AWR AMERICAN STATES WATER CO. 2007 0.4074 9.30% 3.79% 17.53 17.23
2 2008 0.3548 8.60% 3.05% 17.95 17.30
3 2008 0.3765 8.20% 3.09% 19.39 18.53
4 2010 0.5315 11.00% 5.85% 20.26 18.63
5 2011 0.5067 10.30% 5.22% 21.68 18.85
6 [GROWTH 2007 - 2011 ] I 720%)] [ 5.00%] a7
7 2012 0.4727 9.50% 4.49% 19.00 0.80%
8 2013 0.4917 10.00% 4.92% 19.20 0.92%
9 2015-17 0.5214 14.00% 5.74% 4.50% 19.60 0.78%
10
11 cwT CALIFORNIA WATER SERVICE GROUP 2007 0.2267 8.10% 1.84% 9.25 41.33
12 2008 0.3789 9.90% 3.75% 9.72 41.45
13 2009 0.3980 9.60% 3.82% 10.13 4153
14 2010 0.3407 8.60% 2.93% 10.45 41.67
15 2011 0.2791 8.00% 2.23% 10,76 41.82
16 [GRGWTH 2007 - 2011 ] [ 2.91%] | 5.00%] [ o30%)
17 2012 0.3600 8.50% 3.06% 43.00 2.82%
18 2013 0.3909 9.00% 3.52% 44.00 2.57%
19 2015-17 0.4231 10.50% 4.44% 3.50% 47.50 2.58%
20
21 MSEX MIDDLESEX WATER COMPANY 2007 0.2069 8.70% 1.80% 10.05 13.25
22 2008 0.2135 8.90% 1.90% 10.03 13.40
23 2009 0.0139 7.00% 0.10% 10.33 13.52
24 2010 0.2500 8.20% 2.05% 11.13 15.57
25 2011 0.1310 7.60% 1.00% 1.27 15.70
26 [GROWTH 2007 - 2011 ] [ 137%] [ 5.50%] [ a5s%)
27 2012 0.2211 8.50% 1.88% 16.00 191%
28 2013 0.2857 9.00% 257% 16.25 1.74%
29 2015-17 0.3600 11.00% 3.96% 1.00% 17.25 1.90%
30
3 SJW SJW CORPORATION 2007 0.4135 8.20% 3.39% 12.90 18.36
32 2008 0.3981 8.00% 3.19% 13.99 18.18
33 2009 0.1852 6.00% 1.11% 13.66 18.50
34 2010 0.1905 6.20% 1.18% 13.75 18.55
35 2011 0.3784 7.90% 2.99% 14.2 18.59
36 GROWTH 2007 - 2011 [ 2.37%] | 450%] 0.31%
a7 2012 0.3565 7.50% 2.67% 20.00 7.58%
38 2013 0.3500 7.50% 2.63% 21.00 6.28%
39 2015-17 0.3857 8.00% 3.09% 3.50% 23.00 4.35%
REFERENCES:
COLUMNS (A) 8 (B): VALUE LINE INVESTMENT SURVEY COLUMN (D): VALUE LINE INVESTMENT SURVEY
- RATINGS & REPORTS DATED 04/20/2012 COLUMN (D): LINES 6, 16, 26 & 36, COMPOUND GROWTH RATE
COLUMN (C): COLUMN (A) x COLUMN (B) COLUMN (E): VALUE LINE INVESTMENT SURVEY

COLUMN (C): LINES &, 16, 26 & 36, SIMPLE AVERAGE GROWTH, 2007 - 2011 COLUMN (F): COMPOUND GROWTH RATES OF DATES SHOWN



ARIZONA WATER COMPANY
TEST YEAR ENDED DECEMBER 31, 2010

DOCKET NO. W-01445A-11-0310
FINAL SCHEDULE WAR - 5

DIVIDEND GROWTH COMPONENTS PAGE 2 OF 5
: (A) (B) (©) (D) () (F)
LINE  STOCK OPERATING RETENTION RETURN ON DIVIDEND BOOKVALUE  SHARES OUTST. - SHARE
NO. _ SYMBOL  NATURAL GAS LDC NAME PERIOD RATIO(b) x _BOOKEQUITY() = _GROWTH (g) ($/SHARE) (MILLIONS) GROWTH
1 WTR AQUA AMERICA, INC. 2007 0.3239 9.70% 3.14% 7.32 133.40
2 2008 0.3014 9.70% 2.92% 7.82 135.37
3 2008 0.2857 9.40% 2.69% 8.12 136.49
4 2010 0.3444 10.60% 3.65% 8.51 137.97
5 2011 0.3981 11.40% 4.54% 2,01 138.87
6 [GROWTH 2007 - 2017 ] [ 3.39%] | 7.00%] T oi%)
7 2012 0.3909 11.50% 450% 139.90 0.74%
8 2013 0.4083 12.00% 4.90% 140.90 0.73%
9 2015-17 0.4357 12.50% 5.45% 4.50% 142,90 0.57%

REFERENCES:
COLUMNS (A) & (B): VALUE LINE INVESTMENT SURVEY
- RATINGS & REPORTS DATED 04/20/2012
COLUMN (C): COLUMN (A) x COLUMN (B)
COLUMN (G): LINES 6, 16, 26 & 36, SIMPLE AVERAGE GROWTH, 2007 - 2011

COLUMN (D}: VALUE LINE INVESTMENT SURVEY

COLUMN (D): LINE 6, COMPOUND GROWTH RATE

COLUMN (E): VALUE LINE INVESTMENT SURVEY

COLUMN (F): COMPOUND GROWTH RATES OF DATES SHOWN




ARIZONA WATER COMPANY DOCKET NO. W-01445A-11-0310

TEST YEAR ENDED DECEMBER 31, 2010 FINAL SCHEDULE WAR - 5
DIVIDEND GROWTH COMPONENTS . PAGE 3.0F 5
(A) (®) (©) (D) (E) )
LINE  STOCK OPERATING RETENTION RETURN ON DIVIDEND BOOKVALUE ~ SHARES OUTST. SHARE
NO. _ SYMBOL  NATURAL GAS LDC NAME PERIOD RATIO(b)  x _BOOKEQUITY () = _GROWTH (g) (§/SHARE) (MILLIONS) GROWTH
1 GAS AGL RESOURCES, INC. 2007 0.3971 12.70% 5.04% 21.74 76.40
2 2008 0.3801 12.60% 4.79% 21.48 76.90
3 2009 0.4028 12.50% 5.03% 22.95 77.54
4 2010 0.4133 12.90% 5.33% 23.24 78.00
5 2011 0.1038 5.20% 0.54% 28.54 117.00
6 [GROWTH 2007 - 2011 ] { 4.15%] | 5.50%] [ 11.24%)]
7 2012 0.4338 11.00% 477% 118.00 0.85%
8 2013 0.4551 11.00% 5.01% 119.00 0.85%
9 2015-17 0.5122 12.00% 6.15% 6.00% 121.00 0.67%
10
11 ATO ATMOS ENERGY CORP. 2007 0.3402 8.70% 2.96% 22,01 89.33
12 2008 0.3500 8.80% 3.08% 22,60 90.81
13 2009 0.3299 8.30% 2.74% 23.52 92.55
14 2010 0.3796 9.20% 3.49% 24.16 90.16
15 2011 0.3982 8.80% 3.50% 24,98 90.30
16 [GROWTH 2067 - 2011 ] [ 3.16%] [ 0%] [ oav]
17 3612 0.4000 8.50% 3.40% 90.50 0.22%
18 2013 0.4167 8.00% 3.33% 91.00 0.39%
19 2015-17 0.4519 8.00% 3.61% 6.00% 103.00 2.67%
20
21 LG LACLEDE GROUP, INC. 2007 0.3723 11.60% 4.32% 19.79 21.65
22 2008 0.4356 11.80% 5.14% 22.12 21.99
23 2008 0.4760 12.40% 5.90% 23.32 22.17
24 2010 0.3539 10.10% 3.57% 24.02 2229
25 2014 0.4371 11.10% 4.85% 25.56 2243
26 [GROWTH 2007 - 2011 ] [ 4.76%) [ 6.50%} [C08%%]
27 2012 0.3889 10.00% 3.89% 22.50 0.31%
28 2013 0.3964 10.00% 3.96% 23.00 1.26%
29 2015-17 0.4098 10.00% 4.10% 4.50% 26.00 3.00%
30
31 NJR  NEW JERSEY RESOURCES CORPORATION 2007 0.3484 10.10% 3.52% 15.50 41.61
32 2008 0.5889 15.70% 9.25% 17.28 42.06
33 2008 0.4833 14.60% 7.06% 16.59 41,59
34 2010 0.4472 14.00% 6.26% 17.62 4117
35 2011 0.4419 13.70% 6.05% 18.73 4145
, 36 [GROWTH 2007 - 2011 ] [ 6.43%] | 7.50%) [ 530%]
37 2012 0.4667 16.00% 7.47% 40.00 3.50%
38 2013 05175 16.50% 8.54% 40.00 1.76%
39 2015-17 0.5130 14.00% 7.18% 5.50% 40.00 0.71%
REFERENCES:
COLUMNS (A) & (B): VALUE LINE INVESTMENT SURVEY COLUMN (D): VALUE LINE INVESTMENT SURVEY
- RATINGS & REPORTS DATED 03/09/2012 COLUMN (D): LINES 6, 16, 26 & 36, COMPOUND GROWTH RATE
COLUMN (C): COLUMN (A) x COLUMN (B) COLUMN (E): VALUE LINE INVESTMENT SURVEY

COLUMN (C): LINES 6, 16, 26 & 36, SIMPLE AVERAGE GROWTH, 2007 - 2011 COLUMN {F): COMPOUND GROWTH RATES OF DATES SHOWN




ARIZONA WATER COMPANY ' DOCKET NO. W-01445A-11-0310

TEST YEAR ENDED DECEMBER 31, 2010 FINAL SCHEDULE WAR - 5
DIVIDEND GROWTH COMPONENTS PAGE 4OF 5
(A) (B) (C) () (E) (F
LINE STOCK OPERATING RETENTION RETURN ON DIVIDEND BOOK VALUE ~ SHARES OUTST. SHARE
NO. _ SYMBOL _ NATURAL GAS LDC NAME PERIOD RATIO(b) x _BOOKEQUITY () = _GROWTH (g) {$/SHARE) (MILLIONS) GROWTH
1 NWN NORTHWEST NATURAL GAS CO. 2007 0.4783 12.50% 5.98% 22.52 26.41
2 2008 0.4086 10.90% 4.45% 23.71 26.50
3 2009 0.4346 11.40% 4.95% 24.88 26.53
4 2010 0.3846 10.50% 4.04% 26.08 26.58
5 2011 0.2678 8.90% 2.38% 26.74 26.72
6 [GROWTH 2007 - 2011 ] [ a36%) | 4.00%) [ oz9%)
7 2012 0.3283 9.50% 312% 28.75 0.11% ,
8 2013 0.3831 10.00% 3.83% 26.80 0.15%
9 2015-17 0.4611 10.50% 4.84% 4.50% 26.95 0.17%
10
11 PNY PIEDMONT NATURAL GAS COMPANY 2007 0.2929 11.90% 3.49% 11.99 73.23
12 2008 0.3087 12.40% 3.83% 12.1 73.26
13 2009 0.3593 13.20% 4.74% 12.67 73.27
14 2010 0.2839 11.60% 3.29% 13.35 72.28
15 2011 0.2675 11.40% 3.05% 13.79 72.32
16 [GROWTH 2007 - 2071 ] [ 3.68%)] | 3.00%] [-031%)
17 2012 0.2788 12.00% 3.35% 71.00 1.83%
18 2013 0.2765 12.00% 3.32% 70.00 -1.62%
19 2015-17 0.2895 13.00% 3.76% 2.00% 68.00 -1.22%
20
21 sd SOUTH JERSEY INDUSTRIES, INC, 2007 0.5167 12.80% 6.61% 18.25 29.61
22 2008 0.5110 13.10% 6.69% 17.33 29.73
23 2009 0.4874 13.10% 6.38% 18.24 29.80
24 2010 0.4963 14.20% 7.05% 19.08 29.87
25 2011 0.4810 14.30% 6.88% 2068 30.21
26 [GRGOWTH 2007 - 2017 ] [ 6.72%)] | 8.00%] [o50%]
| 27 2012 0.4875 15.00% 7.31% 31.00 2.62%
, 28 2013 0.4857 15.50% 7.53% 32.00 2.92%
| 29 2015-17 0.5000 17.00% 8.50% 5.00% 35.00 2.99%
30
31 SWX SOUTHWEST GAS CORPORATION 2007 0.5590 8.50% 4.75% 22.98 42.81
32 2008 0.3525 5.90% 2.08% 23.49 44.19
33 2009 05103 7.90% 4.03% 24.44 45.09
W 34 2010 0.5595 8.90% 4.98% 25.62 45.56
| 35 2011 0.5638 9.20% 5.19% 26.68 45.96
36 GROWTH 2007 - 2011 C430%] | 5.50%] [ 179%]|
37 2012 0.5547 9.50% 527% 47.00 2.26%
38 2013 0.5517 10.00% 5.52% 48.00 2.20%
39 2015-17 0.5789 12.00% 6.95% 4.50% 51.00 2.10%
REFERENCES:
GOLUMNS (A) & (B): VALUE LINE INVESTMENT SURVEY COLUMN (D): VALUE LINE INVESTMENT SURVEY
- RATINGS & REPORTS DATED 03/09/2012 GOLUMN (D): LINES 6, 16, 26 & 36, COMPOUND GROWTH RATE
COLUMN (C): COLUMN (A) x COLUMN (B) COLUMN (E): VALUE LINE INVESTMENT SURVEY

COLUMN (C): LINES 6, 16, 26 & 36, SIMPLE AVERAGE GROWTH, 2007 - 2011 COLUMN (F): COMPOUND GROWTH RATES OF DATES SHOWN




ARIZONA WATER COMPANY DOCKET NO. W-01445A-11-0310
TEST YEAR ENDED DECEMBER 31, 2010 FINAL SCHEDULE WAR - 5
DIVIDEND GROWTH COMPONENTS PAGE 5 OF 5
(A) ®) (C) (D) (E) )
LINE  STOCK OPERATING RETENTION RETURN ON DIVIDEND BOOK VALUE ~ SHARES OUTST. SHARE
NO. _ SYMBOL _ NATURAL GAS LDC NAME PERIOD RATIO (b)) _ x _BOOKEQUITY (1) = _GROWTH (g) ($/SHARE) {MILLIONS) GROWTH
1 WGL WGL HOLDINGS, INC. 2007 0.3445 10.40% 3.58% 19.83 49.45
2 2008 0.4221 10.40% 4.39% 20.99 49.92
3 2009 0.4190 11.60% 4.86% 21.89 50.14
4 2010 0.3392 9.90% 3.36% 22.82 50.54
5 2011 0.3111 9.50% 2.96% 23.49 51.20
6 [GROWTH 2007 - 2011 ] [ 383%] [ 5.00%] [C087%)
7 2012 03640 10.00% 3.64% 51.50 059%
8 2013 0.3608 10.00% 3.61% 51.75 0.54%
9 2015-17 0.3750 10.00% 3.75% 4.00% 52.00 0.31%
REFERENCES:
COLUMNS (A) & (B): VALUE LINE INVESTMENT SURVEY COLUMN (D): VALUE LINE INVESTMENT SURVEY
- RATINGS & REPORTS DATED 03/09/2012 COLUMN (D): LINE 6, COMPOUND GROWTH RATE
COLUMN (C): COLUMN (A) x COLUMN (B) COLUMN (E): VALUE LINE INVESTMENT SURVEY

COLUMN (C): LINES 6, 16, 26 & 36, SIMPLE AVERAGE GROWTH, 2007 - 2011 COLUMN (F): COMPOUND GROWTH RATES OF DATES SHOWN

|
|




ARIZONA WATER COMPANY

TEST YEAR ENDED DECEMBER 31, 2010

GROWTH RATE COMPARISON

WATER COMPANY SAMPLE:

DOCKET NO. W-01445A-110310
FINAL SCHEDULE WAR - 6

-
LINE  STOCK ® VALUE _._z%wmo,_moqmc VALUE _.__“mv:_mqom_o <>_.cwm_v._zm & 5-YEAR oo_s_&czo HISTORY
NO. _SYMBOL_ _(br)+(sv EPS PS BVPS @ EPS DPS BUPS || ZACKS AVGS.. EPS oPS BVPS
1 AWR 6.06% 6.50% 4.00% 450% ' 11.50% 2.50% 5.00% 6.57% 8.32% 3.46% 5.46%
2 owT 5.21% 6.00% 4.00% 3.50% & 5.00% 1.00% 5.00% 4.93% 3.48% 1.68% 3.85%
3 MSEX 4.60% 5.50% 1.50% 1.00% o 4.50% 150% 5.50% 3.25% -0.87% 1.42% 2.91%
4 sw 4.33% 7.00% 4.00% 350% © -3.00% 5.00% 450% 3.50% 1.64% 3.13% 2.43%
5  WIR 5.90% 8.50% 5.50% 4.50% o 4.50% 8.00% 7.00% 6.61% 9.75% 6.61% 5.33%
6 6.70% 3.80% a0y, | [as0 3.60% 5.40% 4.45% 3.26% 3.99% |
7 Avemraces [_sze% | [ , [ as0% | oo} 3.91%
NATURAL GAS LDC SAMPLE:
(A) (8) ©) ) (E) (F)
UNE  sTock & ZACKS VALUE LINE PROJECTED VALUE LINE HISTORIC VALUE LINE & 5 - YEAR COMPOUND HISTORY
NO. _SYMBOL = (br)+(sv) EPS . EPS DPS BVPS ' EPS DPS BVPS - ZACKSAVGS.D EPS DPS BvPS
t  aAs 6.00% © 430% - 5.50% 2.00% 6.00% | 4.50% 7.50% 5.50% 5.04% o -6.04% 3.75% 7.04%
2 ATO 367% i 4.30% i 4.00% 150% 6.00% o 4.00% 150% 4.50% 3.69% 3.89% 1.53% 3.22%
3 LG 457% 1 3.00% & 2.00% 2.50% 450%  6.00% 2.50% 6.50% 3.86% 5.48% 2.65% 6.61%
4 NR 6.96% | 450% . 550% 4,00% 5.50% i 7.00% 8.00% 7.50% 6.00% 13.59% 9.27% 4.85%
5 NWN AT6% 1 430% o 400% 3.00% 4.50% 7 7.00% 4.50% 4.00% 4.47% -3.53% 5.00% 4.39%
6 PNY 361% i 470% | 2.50% 3.00% 2.00% . 4.50% 4.00% 3.00% 3.39% 2.91% 3.82% 3.56% ..
7 sal 1021% . 6.00% © 9.00% 9.00% 5.00% - 9.50% 8.50% 8.00% 7.86% 8.44% 10.39% 6.19%
8 swx rawh  sawh 9.50% 8.00% 450% 3 6.50% 3.00% 5.50% 6.04% 5.66% 5.37% 3.80%
9 wol 384% 1 520% & 3.00% 2.50% 400% © 3.00% 2.50% 5.00% 3.60% 1.86% 3.13% 4.33%
10 [ 500% 394% 467% | [ 5.76% 487% 5.50% 3.58% 4.99% 489% |
11 AVERAGE! 5.67% 4.62% [ asa% [ s31% | [ a88% | 4.49%
REFERENCES:

COLUMN (A): SCHEDULE WAR - 4, PAGE 1, COLUMN C
COLUMN (B): ZACKS INVESTMENT RESEARCH (www.zacks.com)

COLUMN (C): VALUE LINE INVESTMENT SURVEY - RATINGS & REPORTS DATED 04/20/2012 (WATER COMPANIES) AND 03/09/2012 (NATURAL GAS LDC's)
COLUMN (D): VALUE LINE INVESTMENT SURVEY - RATINGS & REPORTS DATED 04/20/2012 (WATER COMPANIES) AND 03/09/2012 (NATURAL GAS LDC's)

COLUMN (E): SIMPLE AVERAGE OF COLUMNS (B) THRU (D) LINES 1 THRU 3 {WATER) AND 1 THRU 9 (NATURAL GAS)
COLUMN {F): 5-YEAR ANNUAL GROWTH RATE CALCULATED WITH DATA COMPILED FROM VALUE LINE INVESTMENT SURVEY
- RATINGS & REPORTS DATED 04/20/2012 (WATER COMPANIES) AND 03/09/2012 (NATURAL GAS LDC's)




ARIZONA WATER COMPANY DOCKET NO, W-01445A-11-0310

TEST YEAR ENDED DECEMBER 31, 2010 FINAL SCHEDULE WAR - 7

CAPM COST OF EQUITY CAPITAL PAGE 1 OF 2
EDON A TRIC MEAN;

(A) (8)

LINE sTock EXPECTED
NO, SYMBOL k= & s+ [ 8 x ( ftn - 5 )] = RETURN
1 AWR K = 078% + [ 070 x ( 980% - 540% )] =  3.86%
2 oWT K = 078% « [ 08 x ( 980% - 540% )] =  3.64%
3 MSEX K = 078% + [ 070 x ( 980% - 540% )] =  3.86%
4 SIW K = 078% + [ 08 x ( 980% - 540% )] =  452%
5 WTR k = 078% + | 0.65 x { 9.80% ~ 540% )] = 3.64%
6  WATER COMPANY AVERAGE 0.71 [390% |
7 GAS K = 078% +{ 075 x ( 980% - 540% ) =  4.08%
8 ATO K = 078% + [ 070 x ( 980% - 540% )] = 3.86%
9 e K = 078% + | 060 x ( 980% - 540% )] = 3.42%
10 NJR k = 078% + | 0.65 x ( 9.80% - 540% )] = 3.64%
1 NWN K = 078% + [ 080 x ( 980% - 540% )] = 3.42%
12 PNY K = 078% «+{ 070 x ( 980% - 540% )] = 3.86%
13 sdl K = 078% « [ 065 x ( 980% - 540% )] =  3.64%
14 swx K = 078% + [ 075 x ( 980% - 540% )] =  408%
15 WGL K = 078% + [ 065 x ( 980% - 540% )] = 3.64%
16 NATURAL GAS LDC AVERAGE 067 [ s73% ]

BEFERENCES:

COLUMN (A): SHARPE LITNER CAPITAL ASSET PRICING MODEL (“CAPM") FORMULA
K=r+[B(tm-1)]

WHERE:  k = THE EXPECTED RETURN ON A GIVEN SECURITY
= RATE OF RETURN ON A RISK FREE ASSET PROXY (a)
B = THE BETA COEFFICIENT OF A GIVEN SECURITY
I = PROXY FOR THE MARKET RATE OF RETURN (b)

COLUMN (B): EXPECTED RATE OF RETURN USING THE CAPM FORMULA

NOTES

{a) AN 8-WEEK AVERAGE OF THE YIELD ON A 5-YEAR U.S. TREASURY INSTRUMENT THAT APPEARED IN
VALUE LINE INVESTMENT SURVEY'S "SELECTION & OPINIONS" PUBLICATION FROM 03/16/2012

THROUGH 05/04/2012 WAS USED AS A RISK FREE RATE OF RETURN.

(b) THE RISK PREMIUM (RM - RF) USED THE GEOMETRIC MEAN FOR S&P 500 TOTAL RETURNS
OVER THE 1926 - 2011 PERIOD MINUS TOTAL RETURNS ON INTERMEDIATE TREASURIES DURING THE SAME PERIOD.
THE DATA WAS OBTAINED FROM MORNINGSTAR'S STOCKS, BONDS, BILLS AND INFLATION: 2012 YEARBOOK,



ARIZONA WATER COMPANY DOCKET NO. W-01445A-11-0310
TEST YEAR ENDED DECEMBER 31, 2010 FINAL SCHEDULE WAR -7
CAPM COST OF EQUITY CAPITAL PAGE20OF 2

(A (B)

LINE STOCK EXPECTED
NO. SYMBOL K = & +[ B x {( fm - &% )1 =  RETURN

1 AWR K = 078% + [ 070 x ( 1180% - 550% )] = 5.19%

2 CWT k = 078% + [ 065 x ( 11.80% - 550% )] = 4.87%

3 MSEX k = 078% + [ 070 x ( 1180% - 550% )] = 5.19%

4 SIW k = 078% + [ 08 x ( 1180% - 550% )] = 6.13%

5 WTR k = 078% + | 065 x ( 11.80% - 550% )} = 4.87%

6  WATER COMPANY AVERAGE 071 M 525% ]

7 GAS kK = 078% «+{ 075 x ( 11.80% - 550% )] = 5.50%
8 ATO k = 078% + [ 070 x ( 1180% - 650% )] = 5.19%
] LG kK = 078% + [ 060 x ( 1180% - 550% )] = 4.56%
10 NJR k = 078% + [ 065 x ( 11.80% - 550% )] = 4.87%
11 NWN k = 078% + [ 060 x ( 11.80% - 550% )] = 4.56%
12 PNY k = 078% + [ 070 x ( 1180% - 550% )] = 5.19%
13 s k = 078% + [ 0685 x ( 11.80% - 550% )] = 4.87%
14 SWX k = 078% + [ 075 x ( 11.80% - 550% )] = 5.50%
15 WGL k = 078% + [ 065 x ( 11.80% - 5650% )] = 4.87%
16 NATURAL GAS LDC AVERAGE 0.67 C501%

REFERENCES:
COLUMN (A): SHARPE LITNER CAPITAL ASSET PRICING MODEL ("CAPM") FORMULA

kati+[B{m-n)]

WHERE: k= THE EXPECTED RETURN ON A GIVEN SECURITY
f= RATE OF RETURN ON A RISK FREE ASSET PROXY (a)

8 = THE BETA COEFFICIENT OF A GIVEN SECURITY
fm = PROXY FOR THE MARKET RATE OF RETURN (b}

COLUMN (B): EXPECTED RATE OF RETURN USING THE CAPM FORMULA

NOTES

(a} AN 8-WEEK AVERAGE OF THE YIELD ON A 5-YEAR U.S. TREASURY INSTRUMENT THAT APPEARED IN
VALUE LINE INVESTMENT SURVEY'S "SELECTION & OPINIONS" PUBLICATION FROM 03/16/2012
THROUGH 05/04/2012 WAS USED AS A RISK FREE RATE OF RETURN.

(b) THE RISK PREMIUM (RM - RF) USED THE ARITHMETIC MEAN FOR S&P 500 TOTAL RETURNS
OVER THE 1926 - 2011 PERIOD MINUS TOTAL RETURNS ON INTERMEDIATE TREASURIES DURING THE SAME Pt
THE DATA WAS OBTAINED FROM MORNINGSTAR'S STOCKS, BONDS, BILLS AND INFLATION: 2012 YEARBOOK.




ARIZONA WATER COMPANY
TEST YEAR ENDED DECEMBER 31, 2010

ECONOMIC INDICATORS - 1990 TO PRESENT

10
"

12

DOCKET NO. W-01445A-11-0310
FINAL SCHEDULE WAR -8

@ 8) © ®) ® ) @ H 0
CHANGE IN FED. FED. A-RATED Baa-RATED
CHANGE IN GDP PRIME DISC. FUNDS 91-DAY 30-YR UTIL. BOND UTIL, BOND
YEAR CPI| (1996 §) RATE RATE RATE T-BILLS T-BONDS YIELD YIELD
1990 5.39% 1.80% 10.01% 6.98% 8.10% 7.50% 7.49% 9.86% 10.06%
1991 4.25% -0.20% 8.46% 5.45% 5.69% 5.38% 5.38% 9.36% 9.55%
1992 3.03% 3.30% 6.25% 3.25% 3.52% 3.43% 3.43% 8.69% 8.86%
1993 2,.96% 2,70% 6.,00% 3.00% 3.02% 3.00% 3.00% 7.59% 7.91%
1994 2.61% 4.00% 7.14% 3.60% 4.21% 4.25% 4.25% 8.31% 8.63%
1995 2.81% 2.50% 8.83% 5.21% 5.83% 5.49% 5.49% 7.89% 8.29%
1996 2.93% 3.70% 8.27% 5.02% 5.30% 5.01% 5.01% 7.75% 8.17%
1897 2.34% 4.50% 8.44% 5.00% 5.46% 5.06% 5.06% 7.60% 8.12%
1998 1.95% 4.20% 8.35% 4,92% 5.35% 4.78% 4,78% 7.04% 7.27%
1998 219% 4.50% 7.99% 4.62% 4.97% 4.64% 4.64% 7.62% 7.88%
2000 3.38% 3.70% 9.23% 5.73% 6.24% 5.82% 5.82% 8.24% 8.36%
2001 2.83% 0.80% 6.92% 3.41% 3.88% 3.40% 5.95% 7.59% 8.02%
2002 1.59% 1.60% 4.67% 117% 1.67% 1.61% 5.38% 7.41% 7.98%
2003 2.27% 2.50% 4.12% 2.03% 1.13% 1.01% 4.92% 6.18% 6.64%
2004 2.68% 3.60% 4.34% 2.34% 1.35% 1.37% 5.03% 5.77% 6.20%
2005 3.39% 2.90% 6.16% 4,19% 3.22% 3.15% 4.57% 5.38% 5.78%
2006 3.24% 2.80% 7.97% 5.96% 4.97% 4.73% 4.91% 5.94% 6.30%
2007 2.85% 2.90% 8.05% 5.86% 5.02% 4.36% 4.84% 6.07% 6.24%
2008 3.84% -6.80% 5.09% 2.39% 1.92% 1.37% 4.28% 6.34% 6.64%
2009 -0.36% 5.00% 3.25% 0.50% 0.00% - 0.25% 0.15% 4.08% 5.84% 6.87%
2010 1.64% 2.80% 3.25% 0.72% 0.00% - 0.25% 0.13% 4.25% 5.50% 5.98%
2011 3.00% 1.70% 3.25% 0.75% 0.00-0.25% 0.05% 3.93% 5.06% 5.58%
CURRENT 2.70% 2.20% 3.25% 0.75% 0.00% - 0.25% 0.09% 3.15% 417% 4.65%
REFERENGES;

COLUMN (A): 1990 - CURRENT, U.S. DEPARTMENT OF LABOR, BUREAU OF LABOR STATISTICS WEB SITE
COLUMN (B): 1990 - CURRENT, U.S. DEPARTMENT OF COMMERCE, BUREAU OF ECONOMIC ANALYSIS
COLUMN (C) THRQUGH (G): 1990 - 2003, FEDERAL RESERVE BANK OF ST, LOUIS WEB SITE

COLUMN (C) THROUGH (D): CURRENT, THE VA
COLUMN (F) THROUGH {I): CURRENT, THE VA VEST T , DATED 05/04/2012

VEY, DATED 05/04/2012

COLUMN (H) THROUGH (1): 2003 MERGENT NEWS REPORTS




ARIZONA WATER COMPANY
TEST YEAR ENDED DECEMBER 31, 2010
ECONOMIC INDICATORS - 1990 TO PRESENT

LINE
NO,
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DOCKET NO. W-01445A-11-0310
FINAL SCHEDULE WAR -9

AVERAGE CAPITAL STRUCTURES OF SAMPLE WATER COMPANIES (000's)

AWR PCT. CWT PCT. SJW PCT. WTR MSEX PCT.
DEBT $ 2998 443%:$ 4792 524%° $ 2957 53.7%% $1,5320 $ 1338 43.1%;
PREFERRED STOCK 0.0  0.0% 0.0 0.0% 00 0.0% 0.0 3.4 1.1%!
GOMMON EQUITY 3775 55.7% 4355 47.6% 255.0 46.3%:  1,174.3 173.3 _ 55.8%
TOTALS $ 6774  100%i: $ 9147  100%7% $ 5507  100%: $2,706.2 $ 3105 100%
WATER COMPANY
AVERAGE PCT.
$ 548.1  53.1%
0.7  0.1%
4831 46.8%
£ $1,031.9  100%
AVERAGE CAPITAL STRUCTURES OF SAMPLE NATURAL GAS COMPANIES (000's)
AGL PCT. ATO LG PGT. NJR PCT. NWN
DEBT $1673.0 47.7%i" $1,809.6 $ 3643 47.0%: $ 4289 $ 5917
PREFERRED STOCK 00  00% 0.0 00  0.0% 0.0 0.0
COMMON EQUITY 1,836.0  52.3%:. 21783 411.3  53.0% 7255 693.1
TOTALS $3509.0 100%:; $3,987.9 $ 7756 100%3 $1,154.4 100%5 § 1,284.8 100%:
NATURAL GAS LDC
PNY PCT. sJi SWX PCT. WGL AVERAGE  PCT.
DEBT $ 6719 41.0%: $ 3400 $1,169.4 49.3%: $ 592.9 $ 8491 43.9%
PREFERRED STOCK 00  0.0% 00 100.D 28.2 $ 142 0.7%
COMMON EQUITY 964.9 570.1 1,102.1  46.5%  1,153.4 1,070.5 55.4%
TOTALS $16369 100%: $ 9101 $23714  100%: $1,774.4 $ 19338 100%
WATER & LDC
AVERAGE PCT.
DEBT $ 6986 47.1%
PREFERRED STOCK 71 05%

COMMON EQUITY 776.8  52.4%

TOTALS

REFERENCE:

$1,4825 100%

MOST RECENT SEC 10-K FILINGS OR ANNUAL REPORTS




Docket No. W-01445A-11-0310 FINAL SCHEDULES

|
|
|
} Arizona Water Company Superstition
i Test Year Ended December 31, 2010

|

TABLE OF CONTENTS TO RBM FINAL SCHEDULES

\
| SCH PAGE
‘ NO. NO. TITLE
1 RBM-1 1&2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR
RBM-2 1 SUMMARY RATE BASE - ORIGINAL COST
| RBM-3 1 SUMMARY ORIGINAL COST RATE BASE WITH ADJUSTMENTS
| RBM-4 1&2 DIRECT PLANT AND ACCUMULATION DEPRECIATION
RBM-4 (1) 1 PHOENIX OFFICE AND METER SHOP PLANT ALLOCATION
RBM-5 1 ALLOWANCE FOR WORKING CAPITAL
RBM-6 1 RATE BASE ADJUSTMENT NO. 1 - PLANT ADJUSTMENTS
RBM-6(1) 1 RATE BASE ADJUSTMENT NO. 2 - WORKING CAPITAL
RBM-7 1 OPERATING INCOME
RBM-8 1&2 SCHEDULE OF OPERATING INCOME - TEST YEAR WITH RUCO ADJUSTMENTS
RBM-9 1&2 SCHEDULE OF OPERATING INCOME-TEST YEAR COMPANY ADJUSTMENTS
RBM-10 1 OPERATING INCOME ADJUSTMENT NO. 1 - PUMPING TRANSMISSION & DISTRIBUTION
EXPENSE NORMALIZATION
RBM-11 1 OPERATING INCOME ADJUSTMENT NO. 2 - RATE CASE EXPENSE
RBM-12 1 OPERATING INCOME ADJUSTMENT NO. 3 - INTENTIONALLY LEFT BLANK
RBM-13 1 OPERATING INCOME ADJUSTMENT NO. 4 - MISCELLANEOUS EXPENSE
RBM-14 1 OPERATING INCOME ADJUSTMENT NO. 5 - DEPRECIATION EXPENSE ADJUSTMENT
RBM-15 1 OPERATING INCOME ADJUSTMENT NO. 6 - PROPERTY TAXES
RBM-16 1 OPERATING INCOME ADJUSTMENT NO. 7 - INCOME TAXES

RBM-17 1 COST OF CAPITAL



Arizona Water Company
Docket No. W-01445A-11-0310

Superstition - FINAL
Schedule RBM-1

Test Year Ended December 31, 2010 Page 1 of 2
REVENUE REQUIREMENT - FINAL
(A) (B8
COMPANY RUCO

LINE . OCRB/FVRB OCRB/FVRB
NO. DESCRIPTION COosT COST

1 Adjusted Original Cost/Fair Value Rate Base $ 50,574,693 $ 49,960,832
g Adjusted Operating Income (Loss) $ 2,562,891 $ 2,779,630
g Current Rate of Return (L3 /L1) 5.07% 5.56%
3 Required Operating Income (L9 X L1) $ 4,914,647 $ 4,062,522
2 Required Rate of vReturn on Fair Value Rate Base 9.72% 8.13%
1(1) Operating Income Deficiency (L7 - L3) $ 2,351,756 $ 1,282,892
E Gross Revenue Conversion Factor (RBM-1, Page 2 of 2) 1.6560 1.6598
15 Required Increase in Gross Revenue Requirement (L11 X L13)) Is 3,894,582] |s 2,129,309 |
13 Adjusted Test Year Revenue $ 15,056,166 $ 15,056,166
:g Proposed Annual Revenue (L15 + L17) $ 18,950,748 ’ $ 17,185,475
3(1’ Required Percentage Increase in Revenue (L15/L17) 25.87% 14.14%
2:2’; Consolidated Revenue Adjustment $ - $ -

;g Required Increase in Gross Revenue Under Proposed Consolidation $ - $ -
23 Required Revenue Under Proposed Consolidation $ - $ -
ig Required Percentage Increase in Revenue Under Proposed Consolidation 0% 0%
g? Rate of Return on Common Equity 12.50% 9.40%

References:
Column (A). Company Schs. A-1 and C-1
Column (B): RUCO Schs. RBM-2, RBM-7, RBM-9 and RBM-17



Arizona Water Company Superstition - FINAL
Docket No. W-01445A-11-0310 Schedule RBM-1
Test Year Ended December 31, 2010 Page 2 of 2

GROSS REVENUE CONVERSION FACTOR - FINAL

LINE
NO. DESCRIPTION (A) (B8) ©) D)
CALCULATION OF GROSS REVENUE CONVERSION FACTOR:

1 Revenue 100.0000%
2 Proposed Bad Debt Expense (Per Co. Workpapers) -
3 Subtotal (L1 thru L2) 100.0000%
4 Combined Federal, State, Property Tax Rate (L22) 39.7508%
5 Subtotal (L3 - L4) 60.2492%
6 Revenue Conversion Factor (L1 / L5)
7
8 CALCULATION OF EFFECTIVE TAX RATE:
9 Operating Income Before Taxes (Arizona Taxable Income) 100.0000%
10 Arizona State Income Tax Rate 6.9680%
11 Federal Taxable Income (L9 - L10) 93.0320%
12 Applicable Federal Income Tax Rate (L58) 34.0000%
13 Effective Federal Income Tax Rate (L11 X L12) 31.6309%
14 Combined Federal and State Income Tax Rate (L10 + L13) 38.5989%

16 CALCULATION OF EFFECTIVE PRPERTY TAX FACTOR:

17 Unity 100.0000%

18 Combined Federal and State Tax Rate 38.5989%

19 1 Minus Combined Income Tax Rate 61.4011%

20 Property Tax Factor 1.8760%

21 Effective Property Tax Factor (L19 x L 20) 1.1519%

22 Combined Federal, State & Property Tax RateTax Rate (L14 + L21) 39.7508%

23

24 RUCO Required Operating Income (Sch. RBM-1, Col. (B), L7) $ 4,062,522

25 RUCO Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RBM-1, Col. (B}, L3) 2,779,630

26 Required Increase in Operating Income (L24 - L25) $ 1,282,892

27

28 Income Taxes On Recommended Revenue (Col. (D), L53) $ 1,504,860

29 Income Taxes On Test Year Revenue (Col. (D), L55) 698,413

30 Required increase In Revenue To Provide For Income Taxes (L28 - L29) $ 806,447

31

32 Property Tax with Recommended Revenue (Sch. RBM-7, Col. E, L31) 887,330

33 Propertry Tax on TestYear Revenue (Sch. RBM-7, Col. C, L31) 847,361

34 Increase in Property Tax Due to Increase in Revenue (L32 - L33) $ 39,969

35

36 Total Required Increase In Revenue (L26 + L30 + L34) $ 2,129,309

37 RUCO

38 RUCO's CALCULATION OF INCOME TAX: Recommended

39 RUCO Proposed Revenue (Sch. RBM-1, Col. (B), L19) $ 17,185 475

40 Less:

41 Operating Expense Excluding Income Tax (Sch. RBM-7, Col. (E), L24 + .26 + .31 + L32) 11,618,069

42 Synchronized Interest (Col. (C), L63) 1,668,692

43 Arizona Taxable Income (L39 - L41 - L42) $ 3,898,714

44 Arizona State Income Tax Rate 6.9680%

45 Arizona Income Tax (L43 X L44) $ 271,662
46 Fed. Taxable Income (L43 - L45) $ 3,627,052

47 Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15% $ 7,500

48 Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25% $ 6,250

49 Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34% $ 8,500

50 Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39% $ 91,650

51 Fed. Tax On 5th Inc. Bracket (3335,001 - $10M) @ 34% $ 1,119,298

52 Total Federal Income Tax (L47 thru L 51) $ 1,233,198
53 Combined Federal And State Income Tax (L45+ L52) $ 1,504,860
54

55 RUCO Adj'd Test Year Combined Federal and State Income Tax (RBM-7, Col. (C), L29 and L30) $ 698,413
56 RUCO Proposed Income Tax Adjustment (L53 - 1.55) $ 806,447
57

58 Applicable Federal Income Tax Rate 34.00%
59

60 NOTE (A): Interest Synchronization

61 Adjusted Rate Base RBM-2, Col. (C), L28 $ 49,960,832

62 Weighted Cost Of Debt RBM-9, Col. (M), L1 3.34%

63 Interest Expense (L61 X L62) $ 1,668,692



Arizona Water Company
Docket No. W-01445A-11-0310
Test Year Ended December 31, 2010

DESCRIPTION

Plant Classification
Intangible Plant
Source of Supply Plant
Pumping Plant
Water Treatment Plant
Transmission & Distribution Plant
General Plant

Total Gross Piant in Service (L2 thru L7)

Accumulated Depfeciation
Net Utility Plant In Service (L8 - L10)

Advances In Aid Of Const.

Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET CIAC (L15 + L16)

Deferred Income Tax

Customer Deposits

Allowance For Working Capital

Net Regulatory Asset/ (Liability)

Rounding

Superstition - FINAL
Schedule RBM-2

Page 1
SUMMARY RATE BASE - ORIGINAL COST - FINAL
A) (B) (C)
COMPANY RUCO RUCO
AS FILED OCRB/FVRB ADJTED
OCRB/FVRB ADJUSTMENTS OCRB/FVRB
3 14,996 $ - $ 14,996
9,147,654 (7,699) 9,139,955
10,135,447 32,829 10,168,275
10,320,657 (82,103) 10,238,554
78,747,178 (33,129) 78,714,048
5,985412 (1,037) 5,984,375
$ 114,351,343 (81,140) $ 114,260,203
$ 27,844,496 $ (9.197) $ 27,835,142
$ 86,506,846 $ (81,943) § 86,425,061
$ 11,305,977 $ 11,305,977
$ 20,165,452 $ 20,165,452
$  (2,561,377) $ (2,561,377)
$ 17,604,075 $ - 3 17,604,075
$ 7,267,953 $ 7,267,953
$ 322,847 $ 322,847
$ 1,016,691 $ (532,076)  § 484,615
$ (448,000) $ (448,000)
$ 8 3 8
$ 50,574,693 $ (614,019) § 49,960,832

TOTAL RATE BASE (L11-L17-L19-L21+L23+L25)

References:

Column (A): Company Schedule B-1 and RBM-3 Col. E
Column (B): Schedule RBM-3 Cols. F and G

Column (C): Col. A + Col. B; RBM-3
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Arizona Water Company
Docket No. W-01445A-11-0310
Test Year Ended December 31, 2010

ALLOWANCE FOR WORKING CAPITAL - FINAL

Superstition - FINAL
Schedule RBM-5
Page 1

GV B
LINE
NO. DESCRIPTION AMOUNT REFERENCE

1 Working Cash Requirement As Per Company $ 173,185 Company Schedule B-5, PG. 2 of 2
2 Working Cash Requirement As Per RUCO (358,891) RUCO Schedule RBM-6(1), L30
3 Adjustment $ (532,076) L2-11
4

5 Material and Supplies Inventories As Per Company 29,196 Company Schedule B-5, PG. 2 of 2
6 Material and Supplies Inventories As Per RUCO 29,196 Company Schedule B-5, PG. 2 of 2
7 Adjustment - L6- L5
8

9 Required Bank Balances As Per Company $ 624,196 Company Schedule B-5, PG. 2 of 2
10 Required Bank Balances As Per RUCO 624,196 Company Schedule B-5, PG. 2 of 2
11 Adjustment $ - L10-L9
12

13 Prepayments & Special Deposits As Per Company $ 190,114 Company Schedule B-5, PG. 2 of 2
14 Prepayments & Special Deposits As Per RUCO 190,114 Company Schedule B-5, PG. 2 of 2
15 $ - L13-L14
16

17 TOTAL ADJUSTMENT (See RLM-2, Column (K)) $ (532,076) Sum L3, L7, L11, L15
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Arizona Water Company Superstition - FINAL
Docket No. W-01445A-11-0310 Schedule RBM-7
Test Year Ended December 31, 2010 Page 1

OPERATING INCOME - FINAL

(A) (B) (©) (D) (E)
COMPANY RUCO RUCO RUCO RUCO
LINE AS TEST YEAR TEST YEAR PROPD AS
NO. DESCRIPTION FILED ADJM'TS AS ADJ'TED CHANGES RECOMM'D
Operating Revenues
1 Residential $ 11,436,591 $ - $ 11,436,591 1,997,215 $ 13,433,806
2 Commercial 2,606,553 - 2,606,553 - $ 2,606,553
3 industrial 70,149 - 70,149 - $ 70,149
4 Private Fire Service 51,199 - 51,199 - $ 51,199
5 Other Water Revenues 166,218 - 166,218 - $ 166,218
6 Total Water Revenues $ 14,330,710 § - $ 14,330,710 $ 1,997,215 $ 16,327,925
7
8 Miscellaneous $ 725,456 $ - $ 725,456 132,094 $ 857,550
9 Total Operating Revenues $ 15,056,166 $ - $ 15,056,166 $ 2,129,309 $ 17,185,475
10
11 Operating Expenses
12 Source of Supply Expenses:
13 Purchased Water $ 691,466 $ - 691,466 - $ 691,466
14 Other 73,495 (454) 73,041 - $ 73,041
16 Pumping Expenses:
16 Purchased Power 1,424,839 208 1,425,047 - $ 1,425,047
17 Purchased Gas - - - - $ -
18 Other 553,472 (14,967) 538,505 - $ 538,505
19 Water Treatment Expenses 597,302 (569) 596,733 - $ 596,733
20 Transmission & Distribution Expenses 1,742,369 (385,143) 1,357,226 - $ 1,357,226
21 Customer Accounting Expenses 1,182,195 (13,469) 1,168,726 - $ 1,168,726
22 Sales Expense - - - - $ -
23 Administrative & General Expenses 2,090,357 (52,446) 2,037,911 - $ 2,037,911
24 Total Operations & Maintenance Expense $ 8,355,495 $ (466,840) $ 7,888,655 $ - $ 7,888,655
25
26 Depreciation & Amortization Expenses $ 2,672,715 $ (1,093) $ 2,671,622 $ - $ 2671622
27
28 Taxes
29 Federal Income Taxes $ 448,513 $ 123,788 $ 572,301 660,896 $ 1,233,198
30 State Income Taxes 98,803 27,309 126,112 145,551 $ 271,662
31 Property Taxes 747,264 100,097 847,361 39,946 $ 887,307
32 Other 170,486 - 170,486 - 3 170,486
33 Total Taxes $ 1,465,066 $ 251,194 $ 1,716,260 $ 846,393 $ 2,562,652
34
35 Total Operating Expenses b 12,493,275 $ (216,739) b 12,276,536 b 846,393 b 13,122,929
36 Operating iIncome b 2,562,891 $ 216,739 b 2,779,630 b 1,282,916 $ 4,062,522
References:

Column (A): RBM-8, Col. A
Column (B): RBM-8, Col. K
Column (C): Col. A+ Col.B
Column (D): RBM-1, RBM-1(2), RBM-15
Column (E): Col.C + Col.D
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Arizona Water Company Superstition - FINAL
Docket No. W-01445A-11-0310 Schedule RBM-10
Test Year Ended December 31, 2010 Page 1

OPERATING INCOME ADJUSTMENT NO. 1
PUMPING AND TRANSMISSION & DISTRIBUTION MAINTENANCE EXPENSE - FINAL

Test Year
Pumping Accounts Pumping
__ Expense
1 Maintenance:
2  Supervision & Engineering $ 18,822
3 Structures & improvements 38,638
4  Electric pumping equipment 96,597
5 Gas pumping equipment -
6
7 Total Pumping Maintenance Expense $ 154,057
8
9
10 Company Requested Level of T. Y. Pumping Maintenance Expense (Company Sch. C-2) 163,157
1
12 RUCO Increase / (Decrease) in T. Y. Expense Level (L7 - L10) $ (9,100)
13
14 RUCO Pumping Maintenance Expense Adjustment B {9,100)}
15
16
17
18
19 Test Year
20 Transmission & Distribution Accounts T&D
21 . Expense
22 Maintenance:
23  Supervision & Engineering $ 76,013
24  Tanks 88,205
25 Mains 210,132
26  Mains - Leak Repair 24,991
27  Mains - Leak Detection 4,077
28  Services 138,075
29  Services - Leak Repair 19,941
30 Meters 107,463
31 Hydrants 103,778
32 ‘
33 Total T & D Maintenance Expense $ 772,675
34
35
36 Company Requested Level of T. Y. T & D Maintenance Expense {Company Sch. C-2) 1,143,349
37
38 RUCO Increase / (Decrease) Expense Adjustment (L33 - L36) $ (370,674)
39
40 RUCO T & D Maintenance Expense Adjustment . [$ (370,674)]
41
42

43 Total RUCO Pumping and T & D Maintenace Expense Adjustment (L14 + L40) B (379,774)]




Arizona Water Company
Docket No. W-01445A-11-0310 Scheduie RBM-11
Test Year Ended December 31, 2010 Page 1

Line

OCOO~NO OVhAh WN =

OPERATING INCOME ADJUSTMENT NO, 2
RATE CASE EXP. ADJUSTMENT - FINAL

Superstition - FINAL

A (B) (€)
COMPANY RUCO RUCO
DESCRIPTION ESTIMATE ADJUSTMENT AS ADJUSTED
Rate Case Expense Total for Eastern Group $ 476,874 $ (164,274) $ 312,600
Allocation Factor (L.31) 71.10%
Superstition (Apachie Junction, Superior, Miami) $ 222,269
Amortization Period - 3 years _ 3
RUCO Adjusted Rate Case Expense (L5 /L7) $ 74,090
Company Rate Case Expense as Filed (Company Sch. C-2 Appendix) $ 104,887
RUCO Pro Forma Rate Case Expense (L9 - L11) $ (30,797)
RUCO Adjustment $ (30,797)
RUCO's Rate Base Expense Adjustment Calculation:
Decision No. 66848, dated March 19, 2004, approved amount
$250,000 for Arizona Water Company's Eastern Group. $ 250,000
Inflation Factor from January 1, 2002 through September 30,
per Inflation Data.com 25.04%
Reasonable Amount of Rate Case Expense based on
Decision No. 66848. $ 312,600
RUCO Adjustment (Col. (A) L1 - Col. (B) L26) $ 184274
Allocation Factor Based on Number of Customers Customers Percent of Total
Superstition (Apache Junction, Superior, Miami) 23,607 71.10%
Cochise (Bisbee, Sierra Vista) 6,357 19.15%
San Manuel 1,465 4.41%
Oracle 1,506 4.54%
SaddleBrook Ranch 113 0.34%
Winkelman 153 0.46%

Total Number of Customers and Percentages 33,201 100.00%
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Arizona Water Company
Docket No. W-01445A-11-0310
Test Year Ended December 31, 2010

INTENTIONALLY LEFT BLANK

Superstition - FINAL
Schedule RBM-12
Page 1
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Arizona Water Company
Docket No. W-01445A-11-0310
Test Year Ended December 31, 2010

OPERATING INCOME ADJUSTMENT NO. 6
PROPERTY TAXES - FINAL

LINE
NO. Property Tax Calculation

1 RUCO Adjusted Test Year Revenues - RBM-6

2 Multiplied by 2

3 Subtotal (Line 1 * Line 2)

4 RUCO Adjusted Test Year Revenues - 2010

5 RUCO Recommended Revenue, Per Schedule RBM-6
6 Subtotal (Line 4 + Line 5)

7 Number of Years

8 Three Year Average (Line 5/ Line 6)

9 Department of Revenue Mutilplier

10 Revenue Base Vailue (L8 X L9)

11 Plus: 10% of CWIP -

12 Less: Net Book Value of Licensed Vehicles

13 Full Cash Value (L10 + L11 + L12))

14 Assessment Ratio

15 Assessment Value (L13 X L14)

16 Composite Property Tax Rate (L19/L15)

17

18 RUCO Proposed Property Tax Expense (L15 X L16))
19 Company Proposed Property Tax
20
21 RUCO Test Year Adjustment (L16 - L17)
22 Property Tax - RUCO Recommended Revenue (L15 X L16)
23 RUCO Test Year Adjusted Property Tax Expense (L18)
24 Increase/(Decrease) to Property Tax Expense

25

26 Increase/(Decrease) to Property Tax Expense

27 Increase in Revenue Requirement (L5 - L4)

28 Increase /(Decrease) to Property Tax per Dollar Increase in Revenue (L26/L27)

Superstition - FINAL
Schedule RBM-15

Page 1
(A) (B)
RUCO RUCO
AS ADJUSTED RECOMMENDED
15,056,166 15,056,166
2 2
30,112,332 30,112,332
15,056,166
17,185,475
45,168,499 47,297,807
3 3
15,056,166 15,765,936
2 2
30,112,332 31,631,872
30,112,332 31,531,872
21.0% 21.0%
6,323,590 6,621,693
13.4000% 13.4000%
847,361
747,264
100,097
887,307
847,361
39,946
39,946
2,129,309
1.8760%




Arizona Water Company
Docket No. W-01445A-11-0310

Superstition - FINAL
Schedule RBM-16

Test Year Ended December 31, 2010 Page 1
OPERATING INCOME ADJUSTMENT NO. 7
INCOME TAX EXPENSE - FINAL
(A) (B)
LINE

NO. DESCRIPTION REFERENCE AMOUNT
1 FEDERAL INCOME TAXES:
2
3 Operating Income Before Taxes (RBM- 7, Col. (C), L36 + L29 + L30) $ 3,478,043
4 LESS:
5 Arizona State Tax L21 126,112
6 interest Expense Note (A) L41 1,668,692
7 Federal Taxable income L3-1L5-16 $ 1,683,239
8
9 Federal Tax Rate Sch. RBM-1, Page 2 34.00%
10 Federal Income Tax Expense L7 X L9 $ 572,301
11

12 STATE INCOME TAXES:

13

14 Operating Income Before Taxes L3 $ 3,478,043
15 LESS:

16 Interest Expense Note (A) L41 1,668,692
17 State Taxable Income L14 - L16 $ 1,809,351
18

19 State Tax Rate Tax Rate 6.97%
20

21 State Income Tax Expense L17 X L19 $ 126.112
22

23 TOTAL INCOME TAX EXPENSE:

24 Federal Income Tax Expense L10 $ 572,301
25 State Income Tax Expense L21 126,112
26 Total Income Tax Expense Per RUCO L24 + L25 $ 698413
27

28 Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) 448,513
29

30 Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) 98,803
3N

32 RUCO Federal Income Tax Adjustment L24 - .28 S 123 788
33

34 RUCO State Income Tax Adjustment L25 - L30 S 27.309
35

36

37 NOTE (A): __Interest Synchronization

38

39 Adjusted Rate Base RBM-2, Col. (M), L28 $ 49,960,832

40 Weighted Cost Of Debt RBM-9, Col. (D), L1 3.34%

41 Interest Expense (L39 X L40) $ 1,668,692




Arizona Water Company
Docket No. W-01445A-11-0310

Superstition - FINAL
Schedule RBM-17

Test Year Ended December 31, 2010 Page 1
COST OF CAPITAL - FINAL
(A) (B) © (D)
WEIGHTED

LINE DOLLAR CAPITAL COST COST
NO. DESCRIPTION AMOUNT RATIO RATE RATE

1 Long-Term Debt $ 75,000,000 49.03% 6.82% 3.34%

2

3 Common Equity 77,975,335 50.97% 9.40% 4.79%

4 . _—

5 Total Capitalization $ 152,975,335 100.00%

6

7

8 WEIGHTED AVERAGE COST OF CAPITAL 8.13%

References: )
Columns (A) Thru (D): WAR Testimony



Arizona Water Company
Docket No. W-01445A-11-0310

Cochise - FINAL
Final Schedules

Test Year Ended December 31, 2010

TABLE OF CONTENTS TO RBM FINAL SCHEDULES

SCH PAGE
NO. NO. TITLE
RBM-1 1&2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR
RBM-2 1 SUMMARY RATE BASE - ORIGINAL COST
RBM-3 1 SUMMARY ORIGINAL COST RATE BASE WITH ADJUSTMENTS
RBM-4 1&2 DIRECT PLANT AND ACCUMULATION DEPRECIATION
RBM-4 (1) 1 PHOENIX OFFICE AND METER SHOP ALLOCATION
RBM-5 1 ALLOWANCE FOR WORKING CAPITAL
RBM-6 1 RATE BASE ADJUSTMENT NO. 1 - PLANT ADJUSTMENTS
RBM-6(1) 1 RATE BASE ADJUSTMENT NO. 2 - WORKING CAPITAL
RBM-7 1 OPERATING INCOME
RBM-8 1&2 SCHEDULE OF OPERATING INCOME - TEST YEAR WITH RUCO ADJUSTMENTS
RBM-9 1&2 SCHEDULE OF OPERATING INCOME-TEST YEAR COMPANY ADJUSTMENTS
RBM-10 1 OPERATING INCOME ADJUSTMENT NO. 1 - TRANSMISSION PUMPING & DISTRIBUTION
EXPENSE NORMALIZATION
RBM-11 1 OPERATING INCOME ADJUSTMENT NO. 2 - RATE CASE EXPENSE
RBM-12 1 OPERATING INCOME ADJUSTMENT NO. 3 - INTENTIONALLY LEFT BLANK
RBM-13 1 OPERATING INCOME ADJUSTMENT NO. 4 - MISCELLANEOUS EXPENSE
RBM-14 1 OPERATING INCOME ADJUSTMENT NO. 5 - DEPRECIATION EXPENSE ADJUSTMENT
RBM-15 1 OPERATING INCOME ADJUSTMENT NO. 6 - PROPERTY TAXES
RBM-16 1 OPERATING INCOME ADJUSTMENT NO. 7 - INCOME TAXES

RBM-17

COST OF CAPITAL



Arizona Water Company
Docket No. W-01445A-11-0310

Cochise - FINAL
Schedule RBM-1

Test Year Ended December 31, 2010 Page 1 of 2
REVENUE REQUIREMENT - FINAL
A B
COMPANY RUCO
LINE OCRB/FVRB OCRB/FVRB
NO. DESCRIPTION COST COST
1 Adjusted Original Cost/Fair Value Rate Base $ 8,550,839 $ 8,365,892
§ Adjusted Operating iIncome (Loss) $ 387,079 $ 465,040
g Current Rate of Return (L3 /L1) 4.53% 5.56%
g Required Operating Income (LS X L1) $ 830,936 $ 680,265
g Required Rate of Return on Fair Value Rate Base 9.72% 8.13%
:? Operating Income Deficiency (L7 - L3) $ 443,857 $ 215,225
3 g Gross Revenue Conversion Factor (RBM-1, Page 2) 1.6516 1.6521
15 Required Increase in Gross Revenue Requirement (L11 X L13)) Is 733,087 |$ 355,584 |
‘113 Adjusted Test Year Revenue $ 3,303,548 $ 3,303,548
:g Proposed Annual Revenue (L15 + L17) $ 4,036,635 $ 3,659,132
2(1) Required Percentage Increase in Revenue (L15/L17) 22.19% 10.76%
gg Consolidated Revenue Adjustment $ - $ -
gg Required Increase in Gross Revenue Under Proposed Consolidation $ - $ -
ij Required Revenue Under Proposed Consolidation $ - $ -
Zg Required Percentage Increase in Revenue Under Proposed Consolidation 0.00% 0.00%
2(1) Rate of Return on Common Equity 12.50% 9.40%

References:
Column (A): Company Schs. A-1 and C-1
Column (B): RUCO Schs. RBM-2, RBM-6, and RBM-9



Arizona Water Company
Docket No. W-01445A-11-0310
Test Year Ended December 31, 2010

GROSS REVENUE CONVERSION FACTOR - FINAL

LINE
NO. DESCRIPTION (A)
CALCULATION OF GROSS REVENUE CONVERSION FACTOR:

1 Revenue 100.0000%
2 Proposed Bad Debt Expense (Per Co. Workpapers) -
3 Subtotal (L1 thru L2) 100.0000%
4 Combined Federal, State, Property Tax Rate (L22) 39.4728%
5 Subtotal (L3 - L4) 60.5272%
s Revenue Conversion Factor (L1/L5)
7
8 CALCULATION OF EFFECTIVE TAX RATE:
9 Operating Income Before Taxes (Arizona Taxable income) 100.0000%
10 Arizona State Income Tax Rate 6.9680%
1 Federal Taxable Income (L9 - L10) 93.0320%
12 Applicable Federal Income Tax Rate (L58) 34.0000%
13 Effective Federal Income Tax Rate (L11 X L12) 31.6309%
14 Combined Federal and State Income Tax Rate (L10 + L13) 38.5989%
15
16 CALCULATION OF EFFECTIVE PRPERTY TAX FACTOR:
17 Unity 100.0000%
18 Combined Federal and State Tax Rate 38.5989%
19 1 Minus Combined Income Tax Rate 61.4011%
20 Property Tax Factor 1.4232%
2t Effective Property Tax Factor (L19 x L 20) 0.8739%
22 Combined Federal, State & Property Tax RateTax Rate (L14 + L21) 39.4728%
23
28 RUCO Required Operating Income (Sch. RBM-1, Col. (B), L7) $ 680,265
25 RUCO Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RBM-1, Col. (B), L3) 465,040
26 Required Increase In Operating Income (.24 - L25)

27

28 Income Taxes On Recommended Revenue (Col. (D), L53) $ 251,791
29 Income Taxes On Test Year Revenue (Col. (D), L55) 116,493
30 Required Increase In Revenue To Provide For Income Taxes (L28 - L29)

31
32 Property Tax with Recommended Revenue (Sch. RBM-7, Col. E, L31) 146,112
33 Propertry Tax on TestYear Revenue (Sch. RBM-7, Col. C, L31) 141,051
34 Increase in Property Tax Due to Increase in Revenue (L32 - L33)
35
38 Total Required Increase In Revenue (L26 + L30 + L34)
37
38 RUCO's CALCULATION OF INCOME TAX:
39 RUCO Proposed Revenue (Sch. RBM-1, Col. (B), L19)
40 Less:
41 Operating Expense Excluding Income Tax (Sch. RBM-7, Col. (E), .24 + 1.26 + L31 + L32)
42 Synchronized Interest (Col. (C), L63)
43 Arizona Taxable Income (L39 - L41 - L42)
44 Arizona State income Tax Rate
45 Arizona Income Tax (143 X L44)
46 Fed. Taxable Income (L43 - L45)
47 Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
48 Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
49 Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
50 Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
51 Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34%
52 Total Federal Income Tax (L47 thru L 51)
53 Combined Federal And State Income Tax (L45+ L52)
54
55 RUCO Adj'd Test Year Combined Federal and State Income Tax (RBM-7, Col. (C), L29 and L.30)
56 RUCO Proposed Income Tax Adjustment (L53 - L55)
57
58 Applicable Federal Income Tax Rate

60 NOTE (A): Interest Synchronization

61 Adjusted Rate Base RBM-2, Col. (C), L28
62 Weighted Cost Of Debt RBM-9, Col. (M), L1
63 Interest Expense (L61 X 1L62)

Cochise - FINAL
Schedule RBM-1

Page 2 of 2
B ©) (D)
$.. 215225
$ 135298
$ 5,061
5 as8se4,
RUCO
Recommended
$ 3,659,132
2,727,075
279,728
$ 652,328
6.9680%
$ 45,454
$ 606,874
$ N
$ R
$ -
$ R
$ 206,337
$ 206,337
$ 251,791
$ 116,493
$ 135,298
34.00%
$ 8,365,892
3.34%
3 279,728



Arizona Water Company
Docket No. W-01445A-11-0310

Cochise - FINAL
Schedule RBM - 2

Test Year Ended December 31, 2010 Page 1
SUMMARY RATE BASE - ORIGINAL COST - FINAL
QY 8) ©)
COMPANY RUCO RUCO
LINE AS FILED OCRB/FVRB ADJTED
NO. DESCRIPTION OCRB/FVRB ADJUSTMENTS OCRB/FVRB
1 Plant Classification
2 Intangible Plant $ 44,054 $ 44,054
3 Source of Supply Plant - 1,649,596 1,649,596
4 Pumping Plant 1,715,876 1,715,876
5 Water Treatment Plant 143,171 143,171
6 Transmission & Distribution Plant 15,999,702 (122,233) 15,877,469
7 General Plant 1,440,539 1,440,539
8 Total Gross Plant in Service (L2 thru L7) $ 20,992,937 5 (122,233) $ 20,870,704
9
10 Accumulated Depreciation $ 7,506,943 39 b 7,506,982
11 Net Utility Plant In Service (L8 - L10) $ 13,485,994 $ (122,272) $ 13,363,722
12
13 Advances In Aid Of Const. $ 1,632,190 $ 1,632,190
14
15 Contribution in Aid Of Const. $ 2,198,794 $ 2,198,794
16 Accumulated Amortization Of CIAC $ (439,381) g (439,381)
17 NET CIAC (L15 + L16) $ 1,759,413 $ - $ 1,759,413
18
19 Deferred Income Tax $ 1,823,964 $ 1,823,964
20
21 Customer Deposits $ 38,290 $ 38,290
22
23 Allowance For Working Capital $ 318,702 $ (62,676) $ 256,026
24
25 Net Regulatory Asset/ (Liability) $ - $ -
26
27 Rounding $ - $ -
28 TOTAL RATE BASE (+L11-1L17 - L19- L21 + L23) $ 8,650,839 $ (184,948) $ 8,365,892
References:

Column (A): Company Schedule B-1 and RBM-3 Col. E
Column (B): Schedule RBM-3 Cols. F and G
Column (C): Col. A+ Col. B
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Arizona Water Company
Docket No. W-01445A-11-0310
Test Year Ended December 31, 2010

EXPLANATION OF RATE BASE ADJUSTMENT
ALLOWANCE FOR WORKING CAPITAL - FINAL

Cochise - FINAL
Schedule RBM-5
Page 1

(A) (B
LINE
NO. DESCRIPTION AMOUNT REFERENCE

1 Working Cash Requirement As Per Company $ 54,157 Company Schedule B-5, PG. 2 of 2
2 Working Cash Requirement As Per RUCO (8,519) RUCO Schedule RBM-6(1), L30
3 Adjustment 3 (62,676) L2-11
4

5 Material and Supplies Inventories As Per Company $ 58,630 Company Schedule B-5, PG. 2 of 2
6 Material and Supplies Inventories As Per RUCO 58,630 Company Schedule B-5, PG. 2 of 2
7 Adjustment $ - L6-L5
8

9 Required Bank Balances As Per Company $ 156,780 Company Schedule B-5, PG. 2 of 2
10 Required Bank Balances As Per RUCO 156,780 Company Schedule B-5, PG. 2 of 2
11 Adjustment $ - L10-L9
12

13 Prepayments & Special Deposits As Per Company $ 49,135 Company Schedule B-5, PG. 2 of 2
14 Prepayments & Special Deposits As Per RUCO 49,135 Company Schedule B-5, PG. 2 of 2
15 $ - L13-L14
16

17 TOTAL ADJUSTMENT (See RLM-2, Column (K)) $ (62,676) Sum L3, L7, L11, L15
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Arizona Water Company Cochise - FINAL
Docket No. W-01445A-11-0310 Schedule RBM-7
Test Year Ended December 31, 2010 Page 1

OPERATING INCOME - FINAL

A) (B) € D) (E)
COMPANY RUCO RUCO RUCO RUCO
LINE AS TEST YEAR TEST YEAR PROP'D AS
NO. DESCRIPTION FILED ADJM'TS AS ADJ'TED CHANGES RECOMM'D
Operating Revenues

1 Residential $ 2,270,520 $ - $ 2,270,520 $ 343,862 $ 2,614,382
2 Commercial 863,071 - 863,071 - 863,071
3 Industrial 3,342 - 3,342 - 3,342
4 Private Fire Service 16,647 - 16,647 - 16,647
5 Other Water Revenues 107,091 - 107,091 - 107,091
6 Total Water Revenues $ 3,260,671 3 - $ 3,260,671 $ 343,862 $ 3,604,533
7
8 Miscellaneous $ 42,877 $ - $ 42,877 $ 11,722 $ 54,599
9 Total Operating Revenues $ 3,303,548 $ - $ 3,303,548 $ 355,584 $ 3,659,132
10
11 Operating Expenses
12 Source of Supply Expenses:
13 Purchased Water $ -
14 Other 36,840 (429) 36,411 - 36,411
15 Pumping Expenses: - - -
16 Purchased Power 448,281 3,104 451,385 - 451,385
17 Purchased Gas 1,606 - 1,606 - 1,606
18 Other 103,495 (4,724) 98,771 - 98,771
19 Water Treatment Expenses 75,163 (501) 74,662 - 74,662
20 Transmission & Distribution Expenses 564,445 (5,256) 559,189 - 559,189
21 Customer Accounting Expenses 355,672 (2,950) 352,722 - 352,722
22 Sales Expense - - - -
23 Administrative & General Expenses 573,228 (120,953) 452,275 - 452,275
24 Total Operations & Maintenance Expense $ 2,158,730 $ (131,709) $ 2,027,021 3 - $ 2,027,021
25
26 Depreciation & Amortization Expenses $ 498,716 $ (2358) $ 496,358 - $ 496,358
27
28 Taxes
29 Federal Income Taxes $ 52,012 $ 43,452 $ 95,464 110,874 $ 206,337
30 State Income Taxes 11,458 9,572 21,030 24,424 45,454
31 Property Taxes 137,972 3,079 141,051 5,061 146,112
32 Other 57,584 - 57,584 - 57,584
33 Total Taxes $ 259,026 $ 56,102 $ 315,128 $ 140,359 $ 455,487
34
35 Total Operating Expenses b 2,916,472 g (77,964) $ 2,838,508 $ 140,359 $ 2,978,866
36 Operating Income b 387,076 g 77,964 ] 465,040 $ 215,225 $ 680,265

References:

Column (A): RBM-8, Col. A

Column (B): RBM-8, Col. K

Column (C): Col. A+ Col.B

Column (D). RBM-1, RBM-1(2), RBM-15
Column (E): Col.C + Col.D
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Cochise - FINAL

Docket No. W-01445A-11-0310 RBM-10
Test Year Ended December 31, 2010 Page 1
OPERATING INCOME ADJUSTMENT NO. 1
PUMPING AND TRANSMISSION & DISTRIBUTION MAINTENANCE EXPENSE - FINAL
Test Year
Pumping Accounts Pumping
Expense
Maintenance:
Supervision & Engineering $ 2,295
Structures & Improvements 11,811
Electric pumping equipment 11,792
Gas pumping equipment 1,789
Total Pumping Maintenance Expense $ 27,687
Company Requested Level of T. Y. Pumping Maintenance Expense 30,776
RUCO Increase / (Decrease) in T. Y. Expense Level $ (3,089)
RUCO Pumping Maintenance Expense Adjustment S (3,089)|
Test Year
Transmission & Distribution Accounts T&D
Expense
Maintenance:
Supervision & Engineering $ T 35,299
Tanks 18,978
Mains 99,049
Mains - Leak Repair 18,391
Mains - Leak Detection 417
Services 61,031
Services - Leak Repair 9,982
Meters 16,739
Hydrants 1,078
Total T & D Maintenance Expense $ 260,964
Company Requested Level of T. Y. T & D Maintenance Expense 369,954
RUCO Increase / (Decrease) Expense Adjustment $ (108,990)
RUCO T & D Maintenance Expense Adjustment I (108,990)|
Total RUCO Pumping and T & D Maintenace Expense Adjustment (L14 + L40) B (112,079}
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Arizona Water Company

Cochise - FINAL

Docket No. W-01445A-11-0310 RBM-11
Test Year Ended December 31, 2010 Page 1
OPERATING INCOME ADJUSTMENT NO. 2
RATE CASE EXPENSE ADJUSTMENT - FINAL
(A) (8 (B)
Line COMPANY RUCO RUCO
No. DESCRIPTION ESTIMATE ADJUSTMENT AS ADJUSTED
1 ‘ Rate Case Expense Total for Eastern Group $ 476,874 $ (164,274) $ 312,600
2
3 Allocation Factor 19.15%
4
5 Superstition (Apachie Junction, Superior, Miami) $ 59,854
6
7 Amortization Period - 3 years 3
8
9 RUCO Adjusted Rate Case Expense (L5/L7) $ 19,951
10
11 Company Rate Case Expense as Filed (Company Sch. C-2 Appendix) $ 28,381
12
13 RUCO Pro Forma Rate Case Expense (L9 - L11) $ (8,430)
14
15 RUCO Adjustment $ (8,430)
16
17
18 RUCOQ's Rate Base Expense Adjustment Calculation:
19 Decision No. 66848, dated March 19, 2004, approved amount
20 $250,000 for Arizona Water Company's Eastern Group. $ 250,000
21
22 Inflation Factor from January 1, 2002 through September 30,
23 per Inflation Data.com 25.04%
24
25 Reasonable Amount of Rate Case Expense based on
26 Decision No. 66848. $ 312,600
27
28 RUCO Adjustment $ 164,274
29
30 Allocation Factor Based on Number of Customers Customers Percent of Total
31 Superstition (Apache Junction, Superior, Miami) 23,607 71.10%
32 Cochise (Bisbee, Sierra Vista) 6,357 19.15%
33 San Manuel 1,465 4.41%
34 Oracle 1,506 4.54%
35 SaddleBrook Ranch 113 0.34%
36 Winkelman 153 0.46%
37 Total Number of Customers and Percentages 33,201 100.00%
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Arizona Water Company Cochise - FINAL
Docket No. W-01445A-11-0310 RBM-12
Test Year Ended December 31, 2010 Page 1

INTENTIONALLY LEFT BLANK
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Arizona Water Company
Docket No. W-01445A-11-0310

:
i
1 Test Year Ended December 31, 2010
|
|
|
\
|

LINE

©COONOO D WN-

OPERATING INCOME ADJUSTMENT NO. 6
PROPERTY TAXES - FINAL

Property Tax Calculation

RUCO Adjusted Test Year Revenues - RBM-6
Multiplied by 2

Subtotal (Line 1 ® Line 2)

RUCO Adjusted Test Year Revenues - 2010
RUCO Recommended Revenue, Per Schedule RBM-6
Subtotal (Line 4 + Line 5)

Number of Years

Three Year Average (Line 5/ Line 6)
Department of Revenue Mutilplier

Revenue Base Value (L8 X L9)

Plus: 10% of CWIP -

Less: Net Book Value of Licensed Vehicles
Full Cash Value (L10 + L11 + L12))
Assessment Ratio

Assessment Value (L13 X L14)

Composite Property Tax Rate (L19/L15)

RUCO Proposed Property Tax Expense (L15 X L16))
Company Proposed Property Tax

RUCO Test Year Adjustment (Line 16-Line 17)

Property Tax - RUCO Recommended Revenue (L15 X L.16)
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 (L26/127)

Cochise - FINAL

RBM-15
Page 1
&Y} (B)
RUCO RUCO
AS ADJUSTED RECOMMENDED
3,303,548 3,303,548
2 2
6,607,096 6,607,096
3,303,548
3,659,132
9,910,644 10,266,228
3 3
3,303,548 3,422,076
2 2
6,607,096 6,844,152
6,607,096 6,844,152
21.0% 21.0%
1,387,490 1,437,272
10.1659% 10.1659%
141,051
137,972
3,079
146,112
141,051
5,061
5,061
355,584
1.4232%
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Arizona Water Company
Docket No. W-01445A-11-0310

Cochise - FINAL
Schedule RBM-16

NOTE (A): _Interest Synchronization

Adjusted Rate Base RBM-2, Col. (M), L28 $ 8,365,892
Weighted Cost Of Debt RBM-9, Col. (D), L1 3.34%
Interest Expense (L39 X L40) 279,728

9

Test Year Ended December 31, 2010 Page 1
OPERATING INCOME ADJUSTMENT NO. 7
INCOME TAX EXPENSE - FINAL
A (B8)
DESCRIPTION REFERENCE AMOUNT
FEDERAL INCOME TAXES:
Operating Income Before Taxes Sch. RBM- 7, Column (C), L36 + L.29 + L30 $ 581,534
LESS:

Arizona State Tax L21 21,030

Interest Expense Note (A) L41 279,728
Federal Taxable Income L1-L2-L3 3 280,776
Federal Tax Rate Sch. RBM-1, Page 2 34.00%
Federal income Tax Expense L7 X L9 3 95 464
STATE INCOME TAXES:

Operating Income Before Taxes L3 3 581,534
LESS:

Interest Expense Note (A) L41 279,728
State Taxable Income L14-L16 $ 301,805
State Tax Rate ’ Tax Rate 6.97%
State Income Tax Expense L17 X L19 $ 21,030
TOTAL INCOME TAX EXPENSE:

Federal Income Tax Expense L10 $ 95,464

State Income Tax Expense L21 21,030

Total Income Tax Expense Per RUCO L24+125 § 116,493

Total Federal Income Tax Expense Per Company (Per Company Sch. C-1, L30) 52,012

Total State Income Tax Expense Per Company (Per Company Sch. C-1, L31) 11,458
RUCO Federal Income Tax Adjustment L24-128 | $ 43.452 ]
RUCO State Income Tax Adjustment 125-130 | 5—'91‘572




Arizona Water Company
Docket No. W-01445A-10-0517

Cochise - FINAL
Schedule RBM-17

Test Year Ended December 31, 2010 Page 1
COST OF CAPITAL - FINAL
(A) ()] (©) (D)
WEIGHTED

LINE DOLLAR CAPITAL COST CcosT
NO. DESCRIPTION AMOUNT RATIO RATE RATE

1 Long-Term Debt $ 75,000,000 49.03% 6.82% 3.34%

2

3 Common Equity 77,975,335 50.97% 9.40% 4.79%

4 -

5 Total Capitalization $ 152,975,335 100.00%

6

7

8 WEIGHTED AVERAGE COST OF CAPITAL 8.13%

References:
Columns (A) Thru (D): WAR Testimony




Arizona Water Company San Manuel - FINAL
Docket No. W-01445A-11-0310 Final Schedules
Test Year Ended December 31, 2010

TABLE OF CONTENTS TO RBM FINAL SCHEDULES

SCH PAGE
NO. NO. TITLE

RBM-1 1&2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR
RBM-2 1 SUMMARY RATE BASE - ORIGINAL COST

RBM-3 1 SUMMARY ORIGINAL COST RATE BASE WITH ADJUSTMENTS

RBM-4 1&2 DIRECT PLANT AND ACCUMULATION DEPRECIATION

RBM-4 (1) 1 PHOENIX OFFICE AND METER SHOP PLANT ALLOCATION
RBM-5 1 ALLOWANCE FOR WORKING CAPITAL
RBM-6 1 RATE BASE ADJUSTMENT NO. 1 - INTENTIONALLY LEFT BLANK
RBM-6(1) 1 RATE BASE ADJUSTMENT NO. 2 - WORKING CAPITAL

RBM-7 1 OPERATING INCOME

RBM-8 1&2 SCHEDULE OF OPERATING INCOME - TEST YEAR WITH RUCO ADJUSTMENTS
RBM-9 1&2 SCHEDULE OF OPERATING INCOME-TEST YEAR COMPANY ADJUSTMENTS
RBM-10 1 OPERATING INCOME ADJUSTMENT NO. 1 - PUMPING TRANSMISSION & DISTRIBUTION

EXPENSE NORMALIZATION

RBM-11 1 OPERATING INCOME ADJUSTMENT NO. 2 - RATE CASE EXPENSE

RBM-12 | 1 OPERATING INCOME ADJUSTMENT NO. 3 - INTENTIONALLY LEFT BLANK
RBM-13 1 OPERATING INCOME ADJUSTMENT NO. 4 - MISCELLANEOUS EXPENSE
RBM-14 1 OPERATING INCOME ADJUSTMENT NO. 5 - DEPRECIATION EXPENSE ADJUSTMENT
RBM-15 1  OPERATING INCOME ADJUSTMENT NO. 6 - PROPERTY TAXES

RBM-16 1 OPERATING INCOME ADJUSTMENT NO. 7 - INCOME TAXES

RBM-17 1 COST OF CAPITAL



Arizona Water Company
Docket No. W-01445A-11-0310

San Manuel - FINAL
Schedule RBM-1

References:
Column (A): Company Schs. A-1 and C-1
Column (B). RUCO Schs. RBM-2, RBM-7, RBM-9 and RBM-17

Test Year Ended December 31, 2010 Page 1
REVENUE REQUIREMENT - FINAL
(A) ®

‘ COMPANY RUCO

LINE OCRB/FVRB OCRB/FVRB
NO. DESCRIPTION COST COST
1 Adjusted Original Cost/Fair Value Rate Base $ 2,016,851 $ 2,011,030
i Adjusted Operating Income (Loss) $ (28,824) $ 40,688
g Current Rate of Return (L3 /L1) -1.43% 2.02%
(75 Required Operating Income (L9 X L1) $ 195,980 $ 163,525
g Required Rate of Return on Fair Value Rate Base 9.72% 8.13%
:? Operating Income Deficiency (L7 - L3) $ 224,804 $ 122,837
‘11123 Gross Revenue Conversion Factor (RBM-1, Page 2 of 2) 1.6567 1.6573
14
15 Required Increase in Gross Revenue Requirement (L11 X L13)) 3 372,441) |8 203,581 |
13 Adjusted Test Year Revenue $ 947,528 $ 947,628
12 Proposed Annual Revenue (L15 + L17) $ 1,319,969 $ 1,151,109
2(1) Required Percentage Increase in Revenue (L15/L17) 39.31% 21.49%
ig Consolidated Revenue Adjustment $ 15,017 $ -
;g Required increase in Gross Revenue Under Proposed Consolidation $ 387,458 $ -
gs Required Revenue Under Proposed Consolidation $ 1,334,986 $ -
:g Required Percentage Increase in Revenue Under Proposed Consolidation 40.89% 0.00%
2(1) Rate of Return on Common Equity 12.50% 9.40%



Arizona Water Company

Docket No. W-01445A-11-0310
Test Year Ended December 31, 2010

LINE

NO.

DN OB WN =

[>T B B G N RS I ) g1 Oy bAoA » oA bW w w W o W NN NNNNRN NNDRAN=SD 2 0o a2 33 2

GROSS REVENUE CONVERSION FACTOR - FINAL

San Manuel - FINAL

Schedule RBM-1

DESCRIPTION (A) (B) [{9))

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue 100.0000%

Proposed Bad Debt Expense (Per Co. Workpapers) -
Subtotal (L1 thru L.2) 100.0000%

Combined Federal, State, Property Tax Rate (L22) 39.6619%
Subtotal (L3 - L4) 60.3381%
Revenue Conversion Factor (L1/L5)
CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income) 100.0000%
Arizona State Income Tax Rate 6.9680%
Federal Taxable income (L9 - L10) 93.0320%
Applicable Federal Income Tax Rate (L58) 34.0000%
Effective Federal Income Tax Rate (L11 X L12) 31.6309%
Combined Federal and State Income Tax Rate (L10 + L13) 38.5989%

CALCULATION OF EFFECTIVE PRPERTY TAX FACTOR:

Unity 100.0000%
Combined Federal and State Tax Rate 38.5989%
1 Minus Combined Income Tax Rate 61.4011%
Property Tax Factor 1.7312%
Effective Property Tax Factor (L19 x L 20) 1.0630%
Combined Federal, State & Property Tax RateTax Rate (L14 + L21) 39.6619%

RUCO Required Operating Income (Sch. RBM-1, Col. (B), L7) $ 163,525
RUCO Adjd T.Y. Oper'g Inc. (Loss) (Sch. RBM-1, Col. (B), L3) 40,688
Required Increase In Operating Income (L24 - L25) $ 122,837

Income Taxes On Recommended Revenue (Col. (D), L53) $ 60,527
Income Taxes On Test Year Revenue (Col. (D), L55) (16,693)
Required Increase In Revenue To Provide For Income Taxes (.28 - L29) $ 77,219

Property Tax with Recommended Revenue (Sch. RBM-7, Col. E, L31) 52,735
Propertry Tax on TestYear Revenue (Sch. RBM-7, Col. C, L31) 49,211
Increase in Property Tax Due to Increase in Revenue (L32 - L33) $ 3,524

Total Required Increase In Revenue (L26 + L30 + L34) $ 203,581
v - RUCO

RUCO's CALCULATION OF INCOME TAX: Recommended

RUCO Proposed Revenue (Sch. RBM-1, Col. (B), L19) $ 1,151,109
Less:
Operating Expense Excluding Income Tax (Sch. RBM-7, Col. (E), L.24 + L26 + L31 + L32) 927,057

Synchronized Interest (Col. (C), L63) 67,242

Arizona Taxable Income (L39 - L41 - L42) $ 156,810

Arizona State Income Tax Rate 6.9680%

Arizona Income Tax (L43 X L44)

Fed. Taxable Income (L43 - L45) $ 145,883
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15% $

Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25% $ -
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34% $

Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39% $

Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34% $

Total Federal Income Tax (L47 thru L. 51)

Combined Federal And State Income Tax (L45+ L52)

RUCO Adj'd Test Year Combined Federal and State Income Tax (RBM-7, Col. (C), L29 and L30)
RUCO Proposed Income Tax Adjustment (L53 - L55)

Applicable Federal Income Tax Rate

NOTE (A): Interest Synchronization
Adjusted Rate Base RBM-2, Col. (C), L28 $ 2,011,030
Weighted Cost Of Debt RBM-9, Col. (M), L1 3.34%

Interest Expense (L61 X L62) $ 67,242
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(D)
$ 10,926
$ 49,600
$ 60,527
$ (16,693)
$ 77,219
34.00%
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SUMMARY RATE BASE - ORIGINAL COST - FINAL
(A) (8) (€)
COMPANY RUCO RUCO
AS FILED OCRB/FVRB ADJTED
DESCRIPTION OCRB/FVRB ADJUSTMENTS OCRB/FVRB
Plant Classification
intangible Plant $ 484 $ 484
Source of Supply Plant 178,993 178,993
Pumping Plant 406,758 406,758
Water Treatment Plant 1,423,286 1,423,286
Transmission & Distribution Plant 1,915,019 1,915,019
General Plant 490,096 490,096
Total Gross Plant in Service (L2 thru L7) $ 4,414,635 $ - $ 4,414,635
Accumulated Depreciation $ 1,313,975 $ 1,313,975
Net Utility Plant In Service (L8 - L10) $ 3,100,661 $ - $ 3,100,661
Advances In Aid Of Const. $ 61,297 $ 61,297
Contribution In Aid Of Const. $ 742,146 $ 742,146
Accumulated Amortization Of CIAC $ (52,037) $ (52,037)
NET CIAC (L15 + L16) $ 690,109 $ - $ 690,109
Deferred Income Tax $ 416,036 $ 416,036
Customer Deposits $ 11,769 $ 11,769
Allowance For Working 