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To Whom It May Concern: /WZ 3 o

BCA3.1:

Please describe the methodology Vernon Valley Water uses to aliocate shared service

expenses to its four water systems (Watco, Vernon Valley, Cedar Grove, and A
Petersen).

Vernon Valley does not allocate shared service expenses; there are no parent, brother or sister
companies. Other than sharing a few services, the water companies are unrelated. The four water

utilities share common ownership and management of the four water utilities determines the allocation
methodology. The methodology used is customer count.

BCA3.2:

Provide a schedule and supporting documentation for the total shared service expenses

for the four water systems for the test year ended December 31, 2011, including but not
limited to:

Transportation Expense
Rents

Outside services
Office supplies expense
Utilities

General liability insurance

Please see Attachment A for a schedule showing total shared service expenses for the four water
systems for the test year ended December 31, 2011. The shared services are identifiable by comparing
the “Amt of Inv” column to the “Amount Due” column; if the expense is shared, the relationship will not
be one-to-one. Some errors in the allocation process were recognized and have been corrected on the

schedule attached. The supporting documentation was sent with the original application; Staff will
please refer to that information as needed.



WATCO, INC.
PHONE - (800)919-0231 FAX -(928)537-1245 E-MAIL — watercos@gmail.com
PO BOX 1270 SHOW LOW, AZ 85902

BCA3.3: Please provide the direct {abor hours worked by employee including the corporate
officers for each of the four water systems, for the test year ended December 31, 2011,

Please see Attachment B for a schedule of direct labor hours for the four water systems worked by the
service employee during the test year ended December 31, 2011. Due to the nature of the job
associated with management or a corporate officer of the four water systems, direct labor hours are not
recorded in relation to these systems. Management often spends a few minutes working on one
system, then transfers to another, then to another and then to issues that are common to all four
utilities. Tracking time associated with these demands would be counter productive and detract from
areas of importance.

BCA 3.4: Does the company include affiliate profit in the billings of any affiliate Company? If yes,
please explain.

The company does not have any affiliates. Other than having common ownership and sharing a few
services, there is no relationship between the four water systems.

BCA 3.5: Does the Company have any other business entities that are part of the allocation
services? If yes, please explain.

The Company does not have any business entities that are a part of the allocation process; the Company
is a sole and separate entity from any other.

Mark Grapp owns another business entity that is part of the allocation process. Water Management
Company, LLC participates in a certain number of the allocated services. The general services are
utilities for the leased office space, some of the office supplies, fuel for transportation, insurance, phone
expenses, repair costs pertaining to transportation, mileage reimbursement for the service personnel
and some repair and maintencance stock items; these items are all identifiable in Attachment A. The
four utilities have an office lease, transportation ease and equipment lease that are not related to
Water Management Company, LLC.


mailto:watercos@gmail.com

ATTACHMENT A
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ATTACHMENT B



Direct Labor Hours

A Petersen Cedar Grove VernonValley Watco — Water Mgt
TOTAL 172 677 73 572 330



