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BY THE COMMISSION:
* * * * * * * * * *
Having considered the entire record herein and being fully advised in the premises, the
Arizona Corporation Commission (“Commission”) finds, concludes, and orders that:

FINDINGS OF FACT

I Procedural History
1. On February 28, 2013, Liberty Utilities (Litchfield Park Water & Sewer) Corp.

(“LPSCO” or “Company”)1 filed the above-captioned rate applications with the Arizona Corporation
Commission (“Commission”).

2. On March 4, 2013, the Company filed a Motion to Consolidate in each docket.

3. On March 28, 2013, the Commission’s Utilities Division (“Staff”’) filed a Letter of
Sufficiency in each docket.

4, On April 12, 2013, a Rate Case Procedural Order was issued, consolidating the
dockets, scheduling the matter for hearing, setting procedural deadlines, and directing public notice
of the applications and hearing.

5. On May 10, 2013, the Company filed a Request to Correct Notice.

6. On May 13, 2013, a Procedural Order was issued granting the Company’s Requést td
Correct Notice.

7. On July 19, 2013, the Company docketed a Notice of Filing Certification and Proof of
Mailing, indicating that public notice of the consolidated applications and the hearing thereon was
published on June 11, 2013 in the West Valley View, and that notice was mailed to the Company’s
customers on June 11, June 19, June 28, and July 17, 2013. |

8. Between June 26, 2013 and September 26, 2013, seven customer comments were filed
opposing the requested rate increases.

9. Intervention was granted to the Residential Utility Consumer Office (“RUCO”), and

Qlivia Burnes.

! Following the filing of the application, LPSCO changed its name from Litchfield Park Service Company dba Liberty
Utilities to Liberty Utilities (Litchfield Park Water & Sewer) Corp. See Hearing Transcript (“Tr.”) at 13.
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10.  On September 25, 2013, Staff filed a request that the deadline for filing its tesﬁmony
be extended to September 27, 2013.

11. On September 26, 2013, Staff filed the Direct Testimony of its witnesses Darron W.
Carlson, John A. Cassidy, and Dorothy Hains.

12.  On September 26, 2013, the Company filed Notices of Filing System Improvements
Benefits Mechanism Surcharge Projects for both its Water and Wastewater divisions.

13.  On September 27, 2013, RUCO filed the Direct Testimony of its witness Robert B.
Mease.

14. On October 4, 2013, RUCO filed the Direct Testimony on Rate Design of Robert B.
Mease and Staff filed the Direct Testimony on Rate Design of Darron W. Carlson.

15. On October 16, 2013 and October 21, 2013, Staff filed Notices of Errata to the Direct
Testimony on Rate Design of Darron W. Carlson.

16.  On October 23, 2013, the Company filed thé Rebuttal Testimonies of its witnesses
Christopher D. Krygier, Thomas J.Bourassa, Greg Sorenson, and Wendell Licon.

17.  On October 29, 2013, the Company filed a Notice of Errata which included its revised
Rebuttal Schedule H-3, page 4, which matched the charges being proposed by Staff.

18. On November 12, 2013, RUCO filed the Surrebuttal Testimony of its witness Robert
B. Mease.

19. On November 12, 2013, Staff filed the Surrebuttal Testimonies of its witnesses Darron
W. Carlson, John A Cassidy, and Dorothy M. Hains.

20. On November 13, 2013, the Company filed a Notice of Errata with a revised Rebuttal
Schedule D-1 reflecting its proposed return on equity of 9.70 percent. |

21. On December 4, 2013, the Company filed the Rejoinder Testimonies of its witnesses
Christopher D. Krygier, Thomas J.Bourassa, Greg Sorenson, and Wendell Licon.

22.  On December 4, 2013, RUCO filed a Notice of Supplemental Filing to update the
Surrebuttal Testimony of its witness Robert B. Mease.

23. On December 5, 2013, the Company filed witness summaries of its witnesses

Christopher Krygier, Thomas J. Bourassa (Rate Base), and Greg Sorenson.
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24.  On December 6, 2013, RUCO filed a witness summary of its witness Robert ‘B.
Mease.

25. On December 6, 2013, the pre-hearing conference convened as scheduled. The
Company, RUCO, and Staff appeared through counsel and discussed procedural issues associated
with the hearing. The parties stated that they were discussing settlement of some issues in the case,
and requested that no evidence be preseﬁted on the first scheduled day of the evidentiary hearing,
December 9, 2014, but that December 9, 2014 be scheduled instead for public comment, followed by
an additional pre-hearing conference at which the parties could provide an update of the progress on
settling the issues and a proposed date for the hearing to commence.

26.  On December 9, 2013, the Company filed witness summaries of its Cost of Capital
witnesses Thomas J. Bourassa and Wendell Licon.

27.  On December 9, 2013, the hearing convened for the purpose of taking public
comment. Two members of the public appeared and provided public comment, expressing concern
with the effects of the Company’s requested rate increase on their HOA water bills. Following public
comment, a procedural conference was held, with counsel for the Company, RUCO, and Staff
attending. The parties stated that they were still working toward a settlement of all issues in the case
with the exception of the System Improvement Benefit (“SIB”) surcharge mechanisms proposed by
the Company and supported by Staff, but not by RUCO. As requested by the parties, the evidentiary
hearing was again postponed to an undetermined date, pending another procedural conference to be
held on December 11, 2013.

28. On December 11, 2013, a telephonic procedural conference convened as scheduled.
The Company, RUCO and Staff appeared through counsel. The parties indicated that a Settlement
Agreement signed by the Company and RUCO_ would be filed later that day, and that while Staff did
not intend to oppose it, Staff had elected not to be a signatory to the Settlement Agreement, due to
timing issues. Staff was directed to file Direct Testimony of a witness regarding the Settlement
Agreement. The evidentiary hearing was set to convene on Friday, December 13, 2013, at 1:00 p.m.
for the purpdse ‘of taking testimony on the Settlement Agreement, and to continue on Monday,

December 16, 2013 at 10:00 a.m. for taking testimony on remaining disputed issues.
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29. Cn December 11, 2013, the Company filed a Notice of Filing Settlement Agreement,
along with a copy of a Settlement Agreement signed by representatives of the Company and RUCO.
A copy of the Settlement Agreement is attached hereto as Exhibit A.

30. On December 12, 2013, Staff filed the Direct Testimony Regarding Settlement
Agreement of its witness James R. Armstrong. |

31. On December 12, 2013, Staff filed witness summaries of its witnesses Darron W.-
Carlson, Dorothy M. Hains, and James R. Armstrong. 7

32. On December 13, 2014, the hearing convened before a duly authorized Administrative
Law Judge for the taking of evidence on the application. The Company, RUCO and Staff appeared
through counsel, presented evidence through their witnesses, and were provided an opportunity to
cross examine other witnesses. The hearing concluded on December 16, 2013.

33.  Prior to the conclusion of the hearing, late filed hearing exhibits A-25 and A-26,
consisting of proposed Plans of Administration for the water and wastewater SIB surcharge
inechanisms proposed by the Company in this proceeding, were admitted with no objection. The
parties were informed that any responsive filings would be due one week following the filing of
Exhibits A-25 and A-26.

34.  On January 3, 2014, the Company filed a Notice of Filing Late Filed Exhibits, to
which was attached late filed Hearing Exhibits A-25 and A-26.

35.  OnJanuary 8, 2014, RUCO filed Notice that it had no opposition to late filed Hearing
Exhibits A-25 and A-26, and further, that RUCO did not intend to file any testimony regarding late
filed Hearing Exhibits A-25 and A-26.

36.  OnJanuary 17, 2014, the Company, RUCO, and Staff filed Initial Closing Briefs.

37.  On January 31, 2014, the Company, RUCO, and Staff filed Reply Closing Briefs, and
the matter was taken under advisement.

38.  Due to the delay in commencement of the evidentiary hearing to accommodate the

parties’ settlement discussions, the timeclock in this matter should be extended to April 9, 2014,
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pursuant to A.A.C. R14-2-103(b)(11)(ii).?

1.  Background

39. LPSCO is an Arizona public service corporation that provides water and wastewater
utility service to the public in communities within the cities of Litchfield Park, Goodyear, and
Avondale, and in adjacent unincorporated areas of Maricopa County in the west Phoenix valley, west
of the Agua Fria River and north of Interstate Highway 10. During the test year, LPSCO served
16,802 water customers and 16,161 wastewater customers.

40. LPSCO, an Arizona C Corporation, is owned by Liberty Utilities, a Delaware
corporation, through its operating subsidiary Liberty Utilities (West). Liberty Utilities® ultimate
parent is Algonquin Power & Utilities Corp., a Canadian corporation whose shares are traded on the
Toronto Stock Exchange.3 |

41.  LPSCO’s current rates were approved in Decision No. 72026 (December 10, 2010).

42.  The current application is based on a test year ended December 31, 2012.

III. Settlement Agreement Issues

43.  LPSCO and RUCO are signatories to a Settlement Agreement in this case. A copy of
the Settlement Agreement is attached hereto as Exhibit A. The Settlement Agreement between
LPSCO and RUCO resol.ves all disputed issues in this case, among all parties to the case, with the
exception of the SIB issues. While Staff is not a signatory to the Settlement Agreement, Staff
participated in preparation of the Summary Schedules attached as Exhibit 1 to the Settlement
Agreement,4 stipulates to the terms of the Settlement Agreement, and recommends that the
Commission adopt it.’

44,  For its water division, LPSCO’s application requested a revenue increase of

$2,257,160, over adjusted test year revenues of $11,201,390, or 20.15 percent, for a total revenue

2 This timeclock extension allows time for satisfaction of the Settlement Agreement’s request that new rates become
effective on or before May 1, 2014.
3 According to Algonquin Power & Utilities Corp.’s March 28, 2013 Annual Information Form filed with the U.S.
Securities and Exchange Commission, Liberty Utilities is wholly owned by Liberty Utilities (America) Holdco Inc., a
Delaware corporation, which is wholly owned by Liberty Utilities (America) Co., a Delaware corporation. Liberty
Utilities (America) Co. is a wholly owned subsidiary of Liberty Utilities (Canada) Corp., a Canadian federal corporation,
which is in turn wholly owned by Algonquin Power & Utilities Corp. '
: Direct Testimony of Staff witness James Armstrong, Hearing Exhibit (“Exh.”) S-1 at 1.

Id. at 2.
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requirement of $13,458,550, and a 9.50 percent rate of return on its proposed fair value rate base
(’FVRB”)® of $35,647,602. The terms of the Settlement Agreement call for an 8.76 percent rate of
return on FVRB of $33,103,506. This results in a revenue increase of $1,423,850 over adjusted test
year revenues of $11,201,268, or 12.71 percent, for a total revenue requirement of $12,625,1 18.7

45.  For its wastewater division, LPSCO’s application requested a revenue increase of
$659,088 over adjusted test year revenues of $10,3_61,603, or 6.36 percent, for a total revenue
requirement of $11,020,691, and a 9.50 percent rate of return on its proposed FVRB of $23,877,697.
The‘ terms of the Settlement Agreement call for an 8.76 percent rate of return on FVRB of
$24,190,673. This results in a revenue _increase of $342,962 over adjusted test 'year revenues of
$10,362,796, or 3..31 percent, for a total revenue requirement of $10,705,758.8

. A. Rate Base |
‘46. Water Division. The parties agree that the FVRB for LPSCO’s water division is

$ﬁ33,103,506. "Baéédf ‘on the entirety of the record in this proceeding, we find that the FVRB for
LPSCO’s water di"’vi‘éjon is$33,103,506.

\ 47, Wastewater Division. The parties agree that the FVRB for LPSCO’s wastewater
division is $54,190,67'3. Based on the entirety of the record in this proceeding, we find that the
FVRB for LPSCO’s wastewatef division is $24,190,673.

B. Operating Income

48.  Water Division. The parties agree that the adjusted test year revenues for the water

division are $11,201,268, and adjusted test year operating expenses are $9,166,122, for test year
adjusted operating income of $2,035,146. Based on the entirety of the record in this proceeding, we
determine that the test year adjusted operating income for LPSCO’s water division is $2,035,146.

49.  Wastewater Division. The parties agree that the adjusted test year revenues for the

wastewater division are $10,362,796, and adjusted test year operating expenses are $8,451,599, for

test year adjusted operating income of $1,911,197. Based on the entirety of the record in this

8 LPSCO proposed that its original cost rate base (“OCRB”) be considered its FVRB.
" The differences between these revenue requirement figures and those appearing in the Settlement Agreement Summary
?chedules are due to rounding errors, and are de minimus.

Id.
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proceeding, we determine that the test year adjusted operating income for LPSCO’s wastewater
division is $1,911,197. |

C. CoSt of Capital

50. LPSCO’s actual éapital structure at the end of the test year was 15.87 percent long-
term debt and 84.13 percent common equity, and the parties recommend adoption of this capital
structure. The parties reached agreement on a cost of debt of 6.4 percent and a cost of equity as
recommendéd by RUCO of 9.2 percent, for a weighted average cost of capital of 8.76 percent. We
determine that based on the entirety of the record in this proceeding, an 8.76 percent rate of return on
FVRB is just and reasonable.

51.  Cost of capital summary:

Percentage Cost A\\,Zrzget(ejist
Common Equity 84.13% | 9.20% 7.74%
Long-Term Debt 1587% | 6.40% 1.02%
Weighted Average Cost of Capital 8.76%

D. Authorized Revenue Increase
52.  Based on our findings herein, we determine that LPSCO is entitled to a gross revenue

increase of $1,423,850 for its water division.”

Fair Value Rate Base $ 33,103,506
Adjusted Operating Income 2,035,146
Required Rate of Return 8.76%
Required Operating Income 2,898,867
Operating Income Deficiency 864,721
Gross Revenue Conversion Factor 1.6466
Gross Revenue Increase $ 1,423,850
53. Based on our findings herein, we determine that LPSCO is entitled to a gross revenue

® The differences between these revenue requirement figures and those appearing in the Settlement Agreement Summary
Schedules are due to rounding errors, are de minimus, and have no effect upon the rates proposed in the Settlement
Agreement, which are set forth in Exhibit F.
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increase of $342,962 for its wastewater division.'

Fair Value Rate Base $ 24,190,673
Adjusted Operating Income 1,911,197
Required Rate of Return 8.76%
Required Operating Income 2,119,103
Operating Income Deficiency 207,906
Gross Revenue Conversion Factor 1.6496
Gross Revenue Increase $ 342,962

E. Rate Design
54.  The parties are in agreement on rate designs and service charges for the water and
wastewater divisions as they appear in the Summary Schedules of the Settlement Agreement. The

proposed rate design for the water division includes inverted tiers intended to promote water

‘conservation. The proposed rate design is reasonable and appropriate, and will be adopted.

55. Decision No. 72026 approved a low income tariff for LPSCO’s water and wastewater

e 11
divisions.

The tariff is designed to allow customers with gross annual household incomes of 150
percent of federal poverty guidelines to receive a discount on their water bills after submitting an
application to determine eligibility.12 In this case, the parties propose a modified low income tariff to
reflect an increased discount from 15 percent to 30 percent for eligible customers, and propose that
the Company file the modified tariff at the time it files revised schedules of rates and charges as
requiréd by this Decision.

56. The proposed rate design and modification to' LPSCO’s low income tariff are
reasonable and appropriate, and will be adopted. LPSCO should continue to implement the low
income tariff, as modified, in accordance with the guidelines adopted in Decision No. 72026.

F. Depreciation Rates

57.  The parties recommend that LPSCO use the depreciation and amortization rates

10

Id.
" Decision No. 72026 at 69-70 and Exhibit A.
12 Decision No. 72026 at 69.
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proposed by Staff and contained in Staff’s Engineering Report, which are reproduced on the water
and wastewater Schedules C-2, page 2 of the Summary Schedules attached as Exhibit 1 to Exhibit A.
LPSCO should be directed to use those depreciation and amortization rates on a going forward basis.

G. Off-Site Facilities Water Hook-Up Fee Tariff

58.  The Company’s current water division off-site facilities hook-up fee tariff does not
include tariffed fees for meter sizes 6 inches and larger. The Settlement Agreement shows tariffed
hook-up fees for 6, 8, 10, and 12 inch meter sizes on water division Schedule H-3, page 5. Staff
recommends approval of the fees, and that LPSCO be required to file a new off-site facilities hook-up
fee tariff in conformance with Figure 7 of the Staff Water Engineering Report, attached to the Direct
Testimony of Staff witness Dorothy Hains, Hearing Exh. S-2. At the hearing, LPSCO’s witness
testified that LPSCO is in agreement with Staff’s recommendation, and would file the tariff at the
time it files its revised rate schedules. LPSCO should be directed to make the filing at that time.

H. Purchased Power Adjustor Mechanism (“PPAM”)

59. In the Settlement Agreement, RUCO agreed not to oppose LPSCO’s proposed PPAM
as modified by Staff. Staff reviewed LPSCO’s purchased power costs for the years 2008 through
2012, and recommends approval of a PPAM for both the water and wastewater divisions, provided
that LPSCO files an annual report on its purchased power costs. Staff proposes to calculate an annual
increase or decrease in the adjustor, and provide a Recommended Order for Commission approval
within 30 days of LPSCO’s filing the annual purchased power report. LPSCO agreed to file a Plan of
Administration for the PPAM within 90 days of this Decision. Staff’s recommendations are
reasonable, and the requested PPAM for Li’SCO’s water and wastewater divisions should be
approved, subject to the filing, within 90 days of this Decision, for Commission approval, of a Plan of
Administration for the PPAM that comports with Staff’s recommendations.

1. Change in State Corporate Income Tax Rate

60.  Arizona state law calls for annual reductions in the corporate income tax rate from

December 31, 2014 through December 31, 2016." Staff’s witness testified that the provisions of this

13 Direct Testimony of Staff witness Darron W. Carlson, Hearing Exh. S-6 at 32-33, referring to the effects of House Bill
2001, signed into law on February 17, 2011.
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law give rise to excess deferred income taxes."* Staff recommends that LPSCO be required to
determine the amount of its excess deferred income tax related to the changes in State income tax,
and within 90 days of this Decision, file a plan on how to refund any excess State income tax
recoveries to ratepayers. LPSCO agreed to Staff’s recommendations.

J. Water Usage Report

61.  The adjusted test year revenues for the water division agreed to by the parties includes
a $58,000 decrease in test year revenues based on the declining usage-driven revenue erosion of its
3/4-inch and l-inch residential customers. As part of its recommendation for approval of the
declining usage adjustment, Staff recommends that LPSCO be required to file an annual report every
January that details the monthly usage of each meter size and customer class for the prior calendar
year.” Staff stated that it will review the annual filings, and if Staff believes Commission action is
necessary, will file such a recommendation to the Commission. LPSCO agreed to Staff’s
recommendation. Staff’s recommendation is reasonable and should be adopted.

K. Best Management Practices Tariffs (“BMPS”)

62. LPSCO’s service area is located in the Phoenix Active Management Area (“AMA”).
LPSCO currently has five BMP tariffs in place. LPSCO agreed to submit for Commission approval
the five additional BMP tariffs shown in Figure 8 of the Staff Water Engineering Report, attached to
Hearing Exh. S-2, Direct Testimony of Staff witness Dorothy Hains, in addition to its current BMP
tariffs.

IV.  Water and Wastewater SIBs

63.  The only disputed issue in this proceeding is whether LPSCO’s requested water and
wastewater SIB surcharge mechanisms should be approved. LPSCO and Staff are in agreement that
the Company should be authorized to implement water and wastewater SIB surcharge mechanisms.
RUCO does not agree.

64. In its application, LPSCO sought approval of a Distribution System Improvement

Charge (“DSIC”) or DSIC-like mechanism for both its water and wastewater divisions to recover the

1 Direct Testimony of Staff witness Darron W. Carlson, Hearing Exh. S-6 at 33.
'3 Tr. at 69; Direct Testimony of Staff witness Darron W. Carlson, Hearing Exh. S-6 at 31-32.
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capital costs (return on investment, income taxes and depreciation expense) associated with system
improvement projects verified to be completed and placed in service between rate cases.

65. In its October 23, 2013 filing of Rebuttal Testimony, LPSCO formally modified its
DSIC request in order to seek approval of water and wastewater SIB surcharge mechanisms, in the
form approved by the Commission in Decision No. 73938 (June 27, 2013)."

66.  LPSCO is requesting approval of water and wastewater SIBs that are materially the
same as the SIB mechanism described in and approved by Decision No. 73938, under the same terms
and conditions as the SIB approved in Decision No. 73938."7 During preparation for the hearing on
its application, LPSCO furnished to the parties approximately 600 pages of engineering and financial
documentation, and worked with the Commission’s Engineering Staff during the preparation for the
hearing in this cése to develop water and wastewater SIB schedules.'®

67. LPSCO believes approval of the water and wastewater SIBs will serve the public
interest by allowing LPSCO to make significant plant investments to maintain and improve service to
existing customers in a way that will lessen the impact of necessary rate increases by allowing
smaller, more incremental rate increases."’

687 RUCO does not agree with LPSCO that the water and wastewater SIB are in the

2 RUCO believes that the water and wastewater

public interest, and does not support their approval
SIBs are bad public policy, are illegal and mechanically flawed.?! Further, RUCO believes that
neither Staff nor LPSCO have made a case to support Commission approval of the water and
wastewater SIBs in this case.”?

69.  After evaluating the financial and engineering information provided by LPSCO to

support its water and wastewater SIB requests, Staff found the information provided by LPSCO

16 Decision No. 73938 approved a SIB mechanism for Arizona Watet Company’s Eastern Group. Judicial notice was
taken in this proceeding of Decision No. 73938, which RUCO marked as Hearing Exh. R-7.

7 Tr. at 76.

18 Settlement Agreement 9 6.3.

19 Settlement Agreement Y 6.2.

20 Settlement Agreement § 6.6.

A

2.
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adequate, and the proposed plant improvements to be reasonable and prudent.23 Staff recommends

that the Commission authorize the water and wastewater SIBs for /LPSCO.24

70.  Water Division SIB Plant Table I. In the course of analyzing the application, Staff
reviewed the September 26, 2013 Litchfield Park Facilities Assessment, Volume 2 — Water,‘ which
was prepared for LPSCO by an outside engineering firm.? Table 7 of Hearing Exh. A-21 contains
the details, justifications, and cost estimates for LPSCO’s proposed five year plan for replacement
water plant projects.26 A copy of that Table 7 is labeled as “Water Division SIB Plant Table L,” and
is attached hereto and incorporated herein as Exhibit B. Staff Engineering analyzed and prepared a
summary of LPSCQO’s proposed five year water infrastructure plan by year (2014-2018), plant
account, and annual estimated project costs.”” LPSCO’s five year plan includes infrastructure
additions in four National Association of Regulatory Utility Commissioners (“NARUC”) plant
accounts: Services, Meters, Hydrants, and Transmission & Mains.®® Staff found the proposed five
year water infrastructure replacement plan, at a cost of $9,160,400, to be reasonable and
appropriate.29 Staff stated, however, that it made no “used and useful” determination of the proposed
plant items, and that no conclusions should be inferred for rate making or rate base purposes in the
future.*

71.  Wastewater Division SIB Plant Table I. In the course of analyzing the application,

Staff reviewed the September 26, 2013 Litchfield Park Facilities Assessment, Volume 2 -
Wastewater, which was prepared for LPSCO by an outside engineering firm.*! Table 7 of Hearing
Exh. A-20 contains the details, justifications, and cost estimates for LPSCO’s proposed five year plan

for replacement wastewater plant projects.z'2 A copy of that Table 7 is labeled as “Wastewater

2 Tr, at 199-200; Staff Water Engineering Report at 13-14, attached to Hearing Exh. S-2, Direct Testimony of Staff
witness Dorothy Hains; Staff Wastewater Engineering Report at 11, attached to Hearing Exh. S-2, Direct Testimony of
Staff witness Dorothy Hains. .
2 Staff Br. at 15.

25 Hearing Exh. A-21.

% Hearing Exh. A-21 at 17 and Table 7.

21 Staff Water Engineering Report at 13-14, attached to Hearing Exh. S-2, Direct Testimony of Staff witness Dorothy
Hains.

A

.

“m.

3! Hearing Exh. A-20.

32 Hearing Exh. A-20 at 12 and Table 7.
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Division SIB Plant Table I,” and is attached hereto and incorporated herein as Exhibit C. Staff \
Engineering analyzed and brepared a summary of LPSCO’s proposed five year wastewater
infrastructure plan by year (2014-2018), plant account and annual estimated project costs.* The five
year plan includes infrastructure in three NARUC plant accounts: Services, Manholes, and Gravity
Flow Collection Sewer.>* Staff found the proposed five year wastewater infrastructure replacement
plan, at a cost of $10,337,600, to be reasonable and appropriate.®® Staff stated, however, that it made
no “used and useful” determination of the proposed plant items, and that no conclusions should be
inferred for rate making or rate base purposes in the future.*

72. At the hearing, LPSCO presented draft Plans of Administration (“POAs™) for its
proposed water and wastewater SIB surcharge mechanisms.’” At the time of the hearing, LPSCO and
Staff were working together on a final draft form of the POAs. Before the conclusion of the hearing,
late filed hearing exhibits A-25 and A-26, consisting of LPSCO’s final proposed POAs for the water
and wastewater SIB surcharge mechanisms, were admitted with no objection. Parties were informed
at that time that an opportunity to file responsive testimony would be provided. On January 3, 2014,
the Company filed a Notice of Filing Late Filed Exhibits, to which was attached late filed Hearing
Exhibits A-25 and A-26, the proposed POAs for LPSCO’s proposed wastewater and water SIBs,
respectively. On January 8, 2014, RUCO docketed Notice that it did not oppose late filed Hearing
Exhibits A-25 and A-26, and further, that RUCO did not intend to file testimony regarding late filed
Hearing Exhibits A-25 and A-26. A copy of LPSCO’s proposed water SIB POA is attached hereto
and incorporated herein as Exhibit D. A copy of LPSCO’s proposed wastewater SIB POA is attached
hereto and incorporated herein as Exhibit E.

73.  The proposed SIB mechanisms are designed to allow the Commission to authorize
LPSCO to recover between rate cases, through a surcharge, the pre-tax return on investment and

depreciation expense associated with the specific water and wastewater infrastructure projects, net of

33 Staff Wastewater Engineering Report at 11, attached to Hearing Exh. S-2, Direct Testimony of Staff witness Dorothy
Hains.

1

1.

*Id.

37 Hearing Exhs. A-23 and A-22, respectively.
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associated plant retirements, which have been submitted for review in this rate proceeding and which
LPSCO plans to complete and place in service, to serve existing connections, prior to LPSCO’s next
rate case filing (no later than June 1, 2019). Under the proposed SIB mechanisms, the projects will
be subject to a usefulness and prudency review in LPSCO’s next rate case, and any approved
surcharges will be subject to true-up and refund.
74. The key provisions of LPSCO’s proposed water and wastewater SIBs, as detailed in
the proposed POAs, are as follows:
a. Approval of SIB-Eligible Projects — All SIB-eligible projects must be reviewed by

Staff and approved by the Commission prior to being included in the SIB
surcharges.’® All of the projects must be completed and placed into service prior
to being included in the SIB surcharges.”® LPSCO must file a report with the
Commission every six months summarizing the status of all SIB-eligible
projects.®

b. Costs Eligible for SIB Recovery — Cost recovery under the SIB mechanism is

allowed for the pre-tax return on investment and depreciation expense associated
with SIB projects, net of associated plant retirements. The rate of return,
depreciation rates, gross revenue conversion factor and tax multiplier are to be the
same as established in this Decision.*!

c. Efficiency Credit — The SIB surcharge will include an efficiency credit equal to

five percent of the SIB revenue requirement.*?

d. Surcharge Cap — The amount that can be collected annually by each SIB surcharge
filing is limited to five percent of the revenue requirement authorized in this
Decision.*?

e. Timing of the SIB Surcharge Filing — For each division, LPSCO may file up to

3% Exhibit D at 2, 8-9 (emergency circumstances requirements) and Exhibit E at 2, 8-9 {emergency circumstances
requirements).
1.
“0 Exhibit D at 3-7 and Exhibit E at 3-7.
41
Id.
“2 Exhibit D at 6 and Exhibit E at 6.
oA
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1 five SIB surcharge requests between rate case decisions; may make no more than
2 one SIB surcharge filing prior to 12 months following this Decision; must make an
3 annual SIB surcharge filing to true up its surcharge collections; and must file a
4 new rate case application no later than June 30, 2019, with a test year ending no
5 later than December 31, 2018, at which time any SIB surcharge then in effect will
6 be reviewed for inclusion in base rates in that proceeding, and the surcharge will
7 be reset to zero.**
8 f. SIB Rate Design — The SIB surcharge will consist of a fixed monthly charge on
9 customers’ bills, with the surcharge and the efficiency credit listed as separate line
10 items. The surcharge will increase proportionately based on customer meter size,
11 in the case of the water SIB, and service lateral size, in the case of the wastewater
12 SIB.*
13 g; Commission Approval of SIB Surcharge — Each SIB surcharge must be approved
14 by the Commission prior to implementation.46
15 h. Public Notice — At least 30 days prior to a SIB surcharge becoming effective,
16 LPSCO is required to provide public notice to customers in the form of a bill insert
17 or customer letter. The notice must include the individual surcharge amount by
18 meter size; the individual efficiency credit by meter size; the individual true-up
19 surcharge/credit by meter size; and directions where a customer may obtain a
20 summary of the project(s) included in the current surcharge filing, including a
21 description of each project and its cost.*’
22 i. SIB Surcharge Request Filing Requirements — In order to allow the Commission to
23 conduct a fair value analysis, all SIB surcharge requests must include LPSCO’s
24 most current balance sheet at the time of the filing; its most current income
25 statement; an earnings test schedule; a rate review schedule (including the
26

4 Exhibit D at 3-6 and Exhibit E at 3-6.
27 | 45 Exhibit D at 9 and Exhibit E at 9.

4 Exhibit D at 9-10 and Exhibit E at 9-10.
28 |47 Exhibit D at 10 and Exhibit E at 9-10.
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incremental pro forma effects of the proposed increase); a revenue requirement
calculation; a surcharge calculation; an adjusted rate base schedule; a construction
work in progress (“CWIP”) ledger for each project showing accumulation of
charges by month and paid vendor invoices); Excel schédules with formulae intact
supporting the revenue requirements approved in this Decision and the same Excel
schedules incorporating the effects of SIB-eligible plant for the current SIB
surcharge request and any previously approved surcharge and true-up requests;
and a typical residential bill analysis showing the effect of the SIB surcharge.*®

Reconciliation_and True-Ups — Any under- or over-collected SIB authorized

revenues will be recovered or refunded, without interest, over a 12-month period

by means of a SIB true-up surcharge or true-up credit.*

. Earnings Test — To allow the Commission to ensure that rates are just and

reasonable, LPSCO must perform an earnings test calculation for each initial SIB
filing and SIB annual report filing. The purpose of the earnings test filing is to
determine whether the actual rate of return reflected by operating income for the
relevant 12-month period exceeded the most recently authorized fair value rate of
return. The earnings test must be based on the most recent available operating
incdme, a&justed for any operating revenue and expense adjustments adopted in
this Decision; on the rate base adopted in this Decision, updated to recognize
changes in plant, accumulated depreciation, contributions in aid of construction
(“CIAC”), advances in aid of construction (“AIAC”), and accumulated deferred
income taxes through the most recent available financial statement (quarterly or
longer).”

Emergency Circumstances - Under the proposed POA, Projects may be not be

added to either Water SIB Plant Table I or Wastewater SIB Plant Table 1

subsequent to this Decision, except in the event of emergency circumstances,

8 Exhibit D at 4-5 and Exhibit E at 4-5.
4 Exhibit D at 6-7 and Exhibit E at 7.
50 Exhibit D at 7 and Exhibit E at 7-8.
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which are specifically defined in Section V of the water and wastewater POAs.
Such emergency additions must be approved by the Commission.”!

75.  Asitargued in the case leading up to Decision No. 73938, RUCO argues that the SIBs
should not be approved. RUCO claims that the SIBs shift risk from LPSCO to the ratepayer without
adequate financial consideration to the ratepayer; that the SIBs are not true adjustor mechanisms
because they are used to include plant costs, not ﬂuctuating operating expenses; that the SIBs would
result in interim rates, which LPSCO has not requested; that the SIBs will increase LPSCO’s FVRB
without any meaningful determination of fair value, and therefore the SIBs are single issue
ratemaking; that Scates v. Arizona Corp. Comm’n, 118 Ariz. 531, P.2d 612 (App. 1978) does not
provide for an exception that would allow the SIBs; that LPSCO and Staff did not make a case for the
SIBs; and that the SIBs are not in the public interest because they eliminate regulatory lag to the
benefit of the utility, at the risk of reducing pressure to operate prudently and efficiently, to the
detriment of the ratepayer.

76.  LPSCO and Staff argue that the proposed SIBs are within the Commission’s legal
authority, comply with the fair value requirer‘nent of the Arizona Constitution, are lawful adjustor
mechanisms under Arizona law, and comply with all requirements for adjustor mechanisms under
Arizona law.

V. Compliance

77. The Commission’s Consumer Services database from January 1, 2010 through August
15, 2013 showed a total of seven complaints for the water division and two complaints for the
wastewater division, all of which have been resolved and closed.

78.  The Commission’s compliance database indicates that LPSCO is currently in
compliance with all Commission requirements.

79. The Staff Engineering Report indicates that LPSCO’s water and wastewater systems
are in compliance with the Arizona Department of Environmental Quality (“ADEQ”) monitoring and

reporting requirements.

51 Exhibit D at 8-9 and Exhibit E at 8-9.
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VI. Conclusions

80.  For purposes of this proceeding, we determine that LPSCO has a water division FVRB
of $33,103,506 and a wastewater division FVRB of $24,190,673.

81. A rate of return on FVRB of 8.76 percent, based on an actual capital structure of 8§4.13
percent common equity and 15.87 percent long-term debt, is reasonable and appropriate.

82. LPSCO is entitled to a water division gross revenue increase of $1,423,850 and a
wastewater division gross revenue increase of $342,962.

83.  The rate design agreed to by the parties and set forth in Exhibit F should be adopted in
this proceeding.

84.  LPSCO should be required to file, along with its revised rates and schedules, a new
low income tariff modified to reflect an increased discount from 15 percent to 30 percent for eligible
customers, as agreed to by the parties, and should be required to continue to implement the low
ihcome tariff as required by Decision No. 72026.

85.  Under the water rates adopted herein, a 3/4-inch meter residential customer with
average water consumption (8,827 gallons per month) will experience a 10.45 percent increase in
rates, from $24.33 to $26.87. A typical bill analysis for other meter sizes appears in Exhibit A, Water
Division Schedule H-2.

86.  Under the wastewater rates adopted herein, a residential customer will experience a
3.488 percent increase in rates, from $38.99 to $40.35. A typical bill analysis for other customer
classes appears in Exhibit A, Wastewater Division Schedule H-2.

87. LPSCO should use, on a going forward basis, the depreciation and amortization rates
shown on water division and wastewater division Schedules C-2, page 2 of the Summary Schedules>
attached as Exhibit 1 to Exhibit A.

88.  As LPSCO agreed, it should be required to file for its water division a new off-site
facilities hook-up fee tariff in conformance with Figure 7 of the Staff Engineering Report on the
water division, attached to the Direct Testimony of Staff witness Dorothy Hains, Hearing Exh. S-2.

89. LPSCO’s request for a PPAM for its water and wastewater divisions should be

approved, subject to the filing, within 90 days of this Decision, for Commission approval, a Plan of
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Administration for the PPAM that comports with Staff’s recommendations.

90. LPSCO’s service area is located in the Phoenix Active Management Area (“AMA”).
As LPSCO agreed, it should be required to submit for Commission approval five additional BMP
tariffs shown in Figure 8 of the Staff Engineering Report, attached to Hearing Exh. S-2, Direct
Testimony of Staff witness Dorothy Hains, in addition to its current BMP tariffs. LPSCO may
request cost recovery of actual costs associated with the additional implemented BMPs in its next rate
case.

91.  As LPSCO agreed, it should be required to file within 90 days, as recommended by
Staff, a report detailing the amount of its excess deferred income tax resulting from the changes in
State income tax due to House Bill 2001, along with a plan on how it will refund any excess State
income tax recoveries to ratepayers.

92.  LPSCO agreed to Staff’s recommendation in regard to reporting on usage for its water
division. LPSCO should be directed to annually file in this docket, commencing on or before
February 1, 2015, until the filing of LPSCO’s next rate case, a report that details the monthly usage of
each meter size and customer class for the prior January-December calendar year. We will require
Staff to analyze the data, and if Staff believes that Commission action should be taken, Staff should
provide a recommendation to the Commission.

93.  We agree with our Staff’s expert analysis that the infrastructure replacement plans set
forth in Exhibits B and C and are reasonable, and the costs are appropriate. The infrastructure
replacement plans provide a reasonable and appropriate means for LPSCO to meet the challenge of
replacing aging infrastructure in the LPSCO water and wastewater systems, while addressing
important issues of regulatory lag and rate gradualism. As the POAs specify, plant additions under
the SIBs are limited to those set forth in Exhibits B and C, and plant items for which SIB recovery
may be authorized pursuant to the POAs in future Commission proceedings will be subject to review
and refund in LPSCO’s next rate case. We make no “used and useful” determination of the proposed
plant items, and no such conclusions should be inferred for rate making or rate base purposes in the
future.

94. The SIB sufcharge mechanisms LPSCO proposes will provide a means for the
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Commission to update LPSCO’s FVRB and implement a series of step increases, thereby allowing
LPSCO to undertake its substantial infrastructure replacement program which will benefit its
customers without the need for a repeated series of rate cases, which can be costly for ratepayers.
The SIB surcharge mechanisms include safeguards to ensure that rates will continue to be just and
reasonable. Each annual SIB surcharge requires our approval and a fair value analysis and
determination, based on LPSCO’s provision of updated financial information, prior to taking effect.
The information that LPSCO must include in SIB filings pursuant to the POAs will allow for a
consideration of all of LPSCO’s costs at the time a surcharge adjustment is made. Moreover, the SIB
surcharge mechanisms do not guarantee surcharge increases, as each requested surcharge increase
will only be authorized if we determine that LPSCO is not earning more than its authorized réte of
return. In addition, the amount to be collected by the SIB surcharges will be capped at five percent of
the revenue requirement authorized in this Decision, and the infrastructure replacements will be
subject to annual true-ups, ahd to refund following a usefulness and prudency review in LPSCO’s
next rate case. Importantly, the SIB includes the tangible customer benefit of an efficiency credit
equal to five percent of any approved SIB revenue requirement.

95.  We have comprehensively addressed, in our Opinion and Order set forth in Decision
No. 73938, the arguments RUCO again raises in this case in opposition to LPSCO’s proposed SIB
surcharge mechanisms. In Decision No. 73938, we found the SIB mechanism approved therein, upon
which LPSCO’s proposed SIB mechanisms are based, to be compliant with the Commission’s
constitutional requirements, as well as with the case law interpreting the Commission’s authority and

52 We find LPSCO’s proposed SIB mechanisms in this case, which are

discretion in setting rates.
virtually identical to those approved in Decision No. 73938, to also be compliant with the
Commission’s constitutional requirements and duties, and with the case law interpreting those
requiréments and duties. The legal analysis set forth in Decision No. 73938 is incorporatéd in our

Decision today. For the reasons stated hereinabove, and with those stated in Decision No. 73938, we

find that implementation of LPSCO’s proposed SIB surcharge mechanisms, pursuant to the proposed

52 Decision No. 73938 at 42-54.
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POAs in Exhibits D and E, and limited to the infrastructure replacemeﬁt plans set forth in Exhibits B
and C, is in the public interest, and will therefore approve them.

96.  LPSCO should be required to file, at the time it files its revised rates and schedules,
water and wastewater SIB POAs that conform to the proposed POAs in Exhibits D and E.

97.  LPSCO should be authorized to request, pursuant to the requirements and conditions
set forth in the POAs in Exhibits D and E, SIB surcharge mechanism treatment for the specific
projects listed in Exhibits B and C.

CONCLUSIONS OF LAW

1. LPSCO is a public service corporation within the meaning of Article XV of the

Arizona Constitution and A.R.S. §§ 40-250 and 40-251. |

2. The Commission has jurisdiction over LPSCO and the subject matter of this
proceeding.
-3, The rates, charges and conditions of service established herein are just and reasonable

and in the public interest.
4, Notice of the application was given in accordance with law.
ORDER

IT IS THEREFORE ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.
is hereby authorized and directed to file with the Commission, on or before April 30, 2014, revised
schedules of rates and charges consistent with Ef(hibit F attached hereto.

IT IS FURTHER ORDERED that the revised schedules of rates and charges shall be effective
for all service rendered on and after May 1, 2014.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.
shall provide notice to its customers of the revised rates and charges, in a form acceptable to the
Commission’s Utilities Division Staff, in its next regularly scheduled billing.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.
shall file, along Wif[h its revised rates and schedules, a new low income tariff modified to reflect an
increased discount for eligible customers, from 15 percent to 30 percent.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.
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shall notify its customers of the increased discount for customers eligible for its low income tariff in
the customer notice ordered above, and shall continue to notify all new customers of the availability
of the low income tariff at the time service is requested. |

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.
shall annually file with the Commission, at the time it files its annual utility report with the
Commission, as a compliance item in this docket, a low income tariff report showing the number of
participants for the preceding year, discounts given, administrative and carrying costs, and collections
made through the commodity surcharge.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.
shall, at the time it files revised schedules of rates and charges, file a new water division off-site
facilities hook-up fee tariff in conformance with Figure 7 of the Staff Water Engineering Report,
attached to the Direct Testimony of Staff witness Dorothy Hains, Hearing Exh. S-2.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp. is
hereby authorized and directed to file within 45 days, with the Commission’s Docket Control Center,
as a compliance item in this matter, for Commission approval, five additional BMP tariffs in
conformance with Figure 8 of the Staff Engineering Report, attached to the Direct Testimony of Stéff
witness Dorothy Hains, Hearing Exh. S-2, and to request cost recovery of actual costs associated with
the implemented BMPs in its next rate case.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.
shall use, on a going forward basis, the depreciation and amortization rates shown on water division
and wastewater division Schedules C-2, page 2 of the Summary Schedules attached as Exhibit 1 to
Exhibit A.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.’s
request for approval of a Purchased Power Adjustor Mechanism is heréby approved, subject to its
filing, within 90 days of this Decision, for Commission approval, a Plan of Administration for the
Purchased Power Adjustor Mechanism that comports with Staff’s recommendations.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.

shall file within 90 days, as recommended by Staff, a report detailing the amount of its excess
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deferred income tax resulting from the changes in State income tax due to House Bill 2001, along
with a plan on how it will refund any excess State income tax recoveries to ratepayers.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.
shall annually file in this docket, commencing on or before February 1, 2015, and until the filing of
its next rate case, a report that details the monthly usage of each meter size and customer class for the
prior January-December calendar year. Staff shall analyze the data, and if Staff believes that
Commission action should be taken, shall provide a recommendation to the Commission.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp. is
hereby authorized to implement a Water System Improvement Benefit surcharge mechanism and a
Wastewater System Improvement Benefit surcharge mechanism pursuant to the requirements and
conditions set forth in the Plans of Administration appearing in Exhibits D and E.

IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp.
shall file, at the time it files its revised rates and schedules, Plans of Administration for the System
Imprbvement Benefit émd»C‘oﬁébtioh System Improvement Benefit surcharge mechanisms authorized

herein which conform to Exhibits D and E.
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IT IS FURTHER ORDERED that Liberty Utilities (Litchfield Park Water & Sewer) Corp. is
hereby authorized to request, pursuant to the requirements and conditions set forth in the Plans of
Administration appearing in Exhibits D and E, System Improvement Benefit mechanism treatment
only for the specific projects listed in Exhibits B and C.

IT IS FURTHER ORDERED that the timeclock in this matter is hereby extended to April 9,
2014, pursuant to A.A.C. R14-2-103(b)(11)(i1). |

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN | COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, JODI A. JERICH, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of 2014.

JODI A. JERICH
EXCUTIVE DIRECTOR

DISSENT

DISSENT
TI:tv
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: PROPOSED SETTLEMENT AGREEMENT
EXHIBIT A Docket Nos. W-01427A-13-0043 et al,
December 11,2013

IN THE MATTER OF THE APPLICATION OF LITCHFIELD PARK SERVICE COMPANY, AN
ARIZONA CORPORATION, FOR A DETERMINATION OF THE FAIR VALUE OF ITS
UTILITY PLANTS AND PROPERTY AND FOR INCREASES IN ITS WATER RATES AND
CHARGES FOR UTILITY SERVICE BASED THEREON.

IN THE MATTER OF THE APPLICATION OF LITCHFIELD PARK SERVICE COMPANY, AN
ARIZONA CORPORATION, FOR A DETERMINATION OF THE FAIR VALUE OF ITS
UTILITY PLANTS AND PROPERTY AND FOR INCREASES IN ITS WASTEWATER RATES
AND CHARGES FOR UTILITY SERVICE BASED ¥ HEREON

Docket Nos. W-01427A-13-0043 & SW-01428A~13-0042 (Consolidated)
DECEMBER 11,2013

. PROPOSED SETTLEMENT AGREEMENT
BETWEEN LPSCO AND RUCO IN THE LPSCO RATE CASE
DOCKET NOs. W-01427A-13-0043 & SW-01428A-13-0042

The purpose of this Settlement Agreement (“Agreement”) i is to settle disputed issues
related to Docket Nos. W-01427A-13-0043 and SW-01428A-13-0042 (the “Rate Case™). This
Agreement is entered into by Liberty Utilities (Litchfield Park Water & Sewer) Corp. fin/a
Litchfield Park Service Co. (“LPSCO” or “Company”) and the Residential Utility Consumer
Office (“RUCO”). LPSCO and RUCO will be referred to collectxvely as "Signatories;" a single
entity will be referred to individually as a "Signatory." ,

L RECITALS.

1.1 On February 28, 2013, LPSCO filed separate rate applications for its water and its

' wastewater divisions. The Utilities Division Staff (“Staff”) filed a letter of
sufficiency on March 28, 2013. Thereafter, an April 12, 2013 Procedural Order
consolidated the two dockets and established a procedural schedule. Notice to
‘customers was. sent by mail in June and July 2013, and notice was published on
June 11, 2013. Intervention was granted to RUCO on April 24, 2013 and to Ms.
Olivia Burnes on September 19, 2013

1.2 On numerous = occasions throughout the pendency of this Rate Case,
representatives from LPSCO have worked and met with representatives from
‘RUCO, and with representatives from Staff, in an effort to provide additional
information and answer questions. As a result of these efforts, discovery, and pre-

- filing of testimony, the three parties have accepted a number of each other’s
adjustments, the result of which is that a number of issues that were in dispute
have been resolved :

1.3 On December 2, 2013, counsel for RUCO contacted counsel for LPSCO and Staff
to raise the possibility of resolving one or more issues that remained in dispute as
-of the ﬁlmg of LPSCO’s rejoinder testimony. From that date through the date of

DECISION NO.




DOCKET NO. SW-01428A-13-0042 E1 AL.

PROPOSED SETTLEMENT AGREEMENT
Docket Nos. W-01427A-13-0043 et al.
December 11,2013

this Agreement, representatives from the three parties discussed the issues that
remained in dispute in an effort to resolve those issues. As a result of those
efforts, the three parties have eliminated most of the issues in dispute. The sole
remaining issue is the Company’s request for approval of System Improvement
Benefit (“SIB”) and Collection System Improvement Benefit (“CSIB”)
surcharges.

1.4  As a result of the resolution of the issues in dispute in this case, except the
SIB/CSIB, the parties are now in material agreement on (1) the Company’s fair
value rate base; (2) the level of operating expenses; (3) the rate of return; (4) the

‘revenue requirement; and (5) the rate design, as reflected in the Summary
Schedules attached hereto as Exhibit 1. Moreover, RUCO agrees not to oppose
the Company’s proposed Purchase Power Adjustment Mechanism (“PPAM”) as
modified by Staff.

1.5 By reaching material agreement on the Company’s fair value rate base, operating
= expenses, rate of return, revenue requirement and rate design, as reflected in the
Summary Schedules attached hereto as Exhibit 1, the parties have eliminated
multiple issues from dispute. These issues, which were still either in dispute or
needing clarification at the time of the Company’s rejoinder filing, include return
on equity, rate design, Corporate Cost allocations, Achievement Pay, RUCO’s use
of a 13 month average for Customer Meter Deposits, the Declining Usage
'Adjustment, and the final amount of Post Test Year Plant to be included in rate
base. As such, the only remaining issue in dispute is the Company's request for
approval of a SIB and CSIB, which issue does not impact the revenue
requirement. ’

1.6 = In order to effectuate the Commission’s determination of LPSCOQ’s fair value rate
base and the setting of just and reasonable rates thereon, LPSCO and RUCO enter
into this Agreement and jointly represent to the Commission that the terms and
conditions of this Agreement are just, reasonable, fair, and in the public interest in
that these terms and conditions establish just and reasonable rates for water and
wastewater utility service by LPSCO under the facts and circumstances presented
in this Rate Case, promote the convenience, comfort and safety, and the
preservatlon of health, of the employees and patrons of LPSCO; and avoid further -
litigation in the determination of fair value rate base and settlng of rates.

1.7 The Signatories agree to ask the Commission: (1) to find that the terms and
conditions of this Agreement are just and reasonable and in the public interest,
along with any and all other necessary findings, and (2) to approve the Agreement -
such that it and the rates contained herem may become effectlve on or before May
1, 2014 : :

1.8 Staff’s representatives participated in the preparation of the Summagx Schedules
and the Signatories believe Staff supports the material terms of this Agreement
and will stipulate accordingly followmg the submission of this Agreement to the
Commission.
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NOW, THEREFORE, in consideration of the foregoing, and the mutual promises herein
made, and in consideration of the representations, warranties and covenants herein
contained, and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Signatories, intending to be legally bound, hereby
agree to the following terms and conditions. '

REVENUE REQUIREMENT AND RATE INCREASE PROVISIONS.
2.1 Rate Increase.

2.1.1 The revenue requirements and rate increases for both of the Company’s
water and sewer divisions are shown on Schedule A-1 of the Summagx
Schedules attached hereto as Exhibit 1.

2.2  Fair Value Rate Base.

2.2.1 The fair value rate base used to establish the revenue requirement and
rates agreed to herein is shown on Schedule B-1 the Summary Schedules
attached hereto as Exhibit 1. LPSCO agrees to the use of original cost
rate base as its fair value rate base for purposes of setting rates in this case.

2.2.2  The rate base set forth on Schedule B-1 the Summary Schedules attached
hereto as Exhibit 1 includes Post Test Year Plant as recommended by
LPSCO and RUCO, which project includes a roughly $1.1M revenue

. npeutral wastewater system improvement that is used and useful serving
existing customers.

2.3  The rates agreed to herein are based on a test year ending December 31, 2012,
with adjustments for known and measurable changes.

2.4  The operating expense levels agreed to herein are based upon the expense levels
recommended by RUCO and the Company.

BILL IMPACT AND RATE DESIGN.

3.1  For the water division, the rate design includes inverted tiers intended to promote
water conservation.

3.2 The Compansf’s low income tariff has been modified to reflect an increased

discount from 15% to 30% for eligible customers. The revised tariff will be filed
as part of the final approved tariffs after a Commission Decision is approved.

3.3 Upon the effective date of the new rates, the monthly bill for a %” residential

water customer using 8,827 gallons per month is $26.87 as shown on Schedule H-
2, Page 1 of the Summary Schedules attached hereto as Exhibit 1.
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3.4  Upon the effective date of the new rates, the monthly bill for a residential
wastewater customer with median usage is $40.35 as shown on Schedule H-2,
Page 1 of the Summary Schedules attached hereto as Exhibit 1.

COST OF CAPITAL.

4.1  Staff, RUCO and the Company jointly recommended that a capital structure -
comprised of 15.87% long term debt and 84.13% common equity be adopted. >~

42 RUCO’s recomm¢nd¢d return on common equity of 9.2% will be adopted.
43 A cost of debt of 6.4 % will be adopted.

4.4 A fair value rate of return of 8.76% will be adépted».
DEPRECIATION/AMORTIZATION

5.1  The depreciation and amortization rates proposed by Staff and contained in the
Direct Testimony of Staff witness Dorothy Hains will be adopted until further
order of the Commission. The recommended depreciation rates are shown on
Schedule C-2, Page 2 the Summary Schedules attached hereto as Exhibit 1.

SIB/CSIB -

6.1 In its initial application, the Company sought approval of a Distribution System
Improvement Charge (“DSIC”) or DSIC-like mechanism for both its water and
- wastewater divisions. The Company sought approval of a DSIC-like mechanism
~ to provide for recovery of the capital costs (return on investment, income taxes
“and depreciation expense) associated with distribution system improvement
projects that have been verified to be completed and placed in service where costs
have not been included in rate base for recovery in the decision in the LPSCO

Rate Case.

6.2  The Company is requesting approval of a SIB and CSIB for its water and
wastewater divisions, respectively, because it believes that approval will serve the
public interest by allowing LPSCO to make significant plant investments in its
water and wastewater systems to maintain and/or improve service to existing
customers in a way that will lessen the impact of necessary rate increases by
allowing smaller, more incremental rate increases to cover the costs of these
necessary plant investments. The Company believes that the costs of these water
and wastewater projects, the benefits of rate gradualism for both water and
wastewater customers, and the other factors set forth in the record justifies
implementation of a SIB and CSIB for LPSCO’s water and wastewater divisions.

6.3  In support of its request, the Company furnished Staff and RUCO approximately
600 pages of engineering and financial documentation in support of its request.
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Thereafter, the Company worked with Staff Engmeermg to develop schedules in
the form under development by Staff.

In its rebuttal filing dated October 23, 2013, the Company formally modified its

.request to request a SIB and CSIB in the form approved by the Commission in

Decision No. 73938 (June 27, 2013) for Arizona Water Company’s Eastern
Group. The Signatories are both parties to the Arizona Water Company Eastern
Group rate case, Docket No. W-01445A-11-0310 (“AWC SIB Docket”), which
docket is now the subject of rehearing. RUCO sought rehearing -of Decision No.

73938 and the Commission granted rehearing and also voted to reconsider

Decision No. 73736 pursuant to- ARS § 40-252. RUCO has also filed a notice of
appeal of Decision No. 74081.

Staff has reviewed the Company’s five-year infrastructure replacement plan for
water at a cost of $9,160,400 and wastewater at a cost of $10,337,600 and found
both to be reasonable and appropriate.

RUCO does not support the approval of a SIB or CSIB. RUCO does not. agree

“that the SIB/CSIB are in the public interest. RUCO believes that the SIB/CSIB

are bad public policy, are illegal and mechanically flawed. Further, RUCO
believes that neither Staff nor the Company have made their case to support the
approval of the SIB/CSIB in this case.

In order to promote efficiency in making a record upon which the Commission

can first consider the Company’s request for approval of a SIB/CSIB, and
RUCO’s opposition thereto, and thereafter, if such relief is granted, to allow

RUCO to challenge an order apprdving a SIB and/or CSIB along with it other SIB

appeals, the Signatories agree that, in addition to the prefiled testimony of the

witnesses in this LPSCO Rate Case the following shall be marked into evidence

without objection as Exhibits in this LPSCO Rate Case

6.7.1 AWC SIB Docket (Phase Two) Sorensen Direct Testimony (filed April 2,

2013)

6.7.2 The SIB water and wastewater engineering report (emailed to all parties
on October 1, 2013)

6.7.3 LPSCO’s_ proposed SIB Plarfpf Administration

6.7.4 AWC SIB Docket (Phase Two) Settlement Agreement (filed April 1,
2013)

6.7.5 AWC SIB Docket (Phase Two) Rigsby Direct Testimony (without
exhibits) (filed April 2, 2013)

6.7.6 AWC SIB Docket (Phase Two) Quinn Direct Testimony (April 2, 2013)
5
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6.7.7 AWC SIB Docket (Phase Two) Comments of Attorney General — State of
Alaska

The Signatories acknowledge that at the time of the filing of this Agreement this
list may not be exhaustive and that any Signatory can offer additional exhibits at
hearing as deemed necessary, however, objections to admission are only waived
as to the documents identified above.

COMMISSION EVALUATION OF PROPOSED SETTLEMENT.

7.1 The Signatories agree to the admission into evidence of the pre-ﬁled testimony of
each other’s witnesses in this Rate Case. All testimony shall be individually
marked but may be offered in whole during the hearings on this Rate Case.

72  This Agreement will serve as a procedural device by which the Signatories will
submit their proposed fair value rate base, operatmg expenses, rate of return;

revenue requirement and rate design, as reflected in the Summary Schedules
attached hereto as Exhibit 1, to the Commission.

73  The Signatories acknowledge and agree that determination of the Company’s fair
value rate base and establishment of just and reasonable rates thereon, requires
Commission approval, and that the Commission will independently consider and
evaluate the terms of this Agreement. -~ With respect to approval of this
,Agreement the Slgnatones agree as follows:

7.3.1. The Slgmtones shall subrmt this Agreement to the Commxssron
. 1mmed1ate1y following execution, followed by supporting testimony from each of
the Slgnatones if requlred by the Admunstranve Law Judge.

73 2 To support and defend the Agreement by ﬁlmg testlmony as requlred by
" the Administrative Law Judge, appearing at any and all hearings, open meetings
or other proceedings in the Docket related to the Agreement, and taking any and
all other steps reasonably necessary to obtain Commission adoption of the
material terms of the Agreement, including, but not limited to, eliciting support
from its constituents.

7.3.3. Except for the issues remaining in dispute noted above, to waive all rights
to appeal a Commission decision providing the Commission adopts the material
terms of this Agreement. The Signatories agree that a final, non-appealable.
Commission order adopting the material terms of this Agreement shall constitute
Commission approval of the Agreement for purposes of this Agreement.

7.4 . If the Commission fails to issue an order adopting all material terms of this
Agreement, one or both of the Signatories may withdraw from this Agreement,
and such Signatory or Signatories may pursue without prejudice their respective
remedies at law. For purposes of this Agreement, whether a term is material will

6
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be left to the reasonable discretion of the Signatory choosing to withdraw from
the Agreement. If a Signatory withdraws from the Agreement pursuant to this
paragraph and files an application for rehearing, the other Signatory will support
the application for rehearing by filing a document with the Commission that
supports approval of the Agreement in its entirety.

VIII. MISCELLANEOUS PROVISIONS.

8.1  The Signatories hereby agree to the incorporation of the Recitals set forth above
as part of the terms and conditions of this Agreement.

8.2  The provisions set forth herein regarding the quantification of cost of capital, fair
value rate base, fair value rate of return, operating expenses and the revenue
requirement are made for purposes of settlement only and should not be construed
as admissions against interest or waivers of litigation positions related to other or
future cases, nor should the acceptance by any Signatory of a specific element of
this Agreement be considered as precedent for acceptance of that element in any

ther context.

83 No Srgnatory is bound by any position asserted in negotiations, except as
expressly stated in this Agreement. No Signatory will offer evidence of conduct
or statements made in the course of negotiating this Agreement before this
Commlssmn, any other regulatory agency, or any court.

- 8.4  Neither this Agreement nor any of the positions taken in this Agreement by any of .
the Signatories may be referred to, cited, and/or relied upon as precedent in any
. proceeding before the. Commlssxon, any other regulatory agency, or any court for o
: any purpose except to secure approval of this Agreement and enforce its terms.

-85 . To the extent any provrsron of thJs Agreement is mconsrstent with any exrstmg
' Commission order, rule, or regulation, this Agreement will control.

8.6  The Signatories will make reasonable and good faith efforts necessary to obtain a
Commission order approving the material terms of this Agreement.
The Signatories will support and defend this Agreement before the Commission.
Subject to the provisions above, if the Commission adopts an order approving all
material terms of the Agreement, the Signatories will support and defend the
Commission’s order before any court or regulatory agency in which it may be at
issue.

8.7 This Agreement may be executed in any number of counterparts and by each
Signatory on separate counterparts, each of which when so executed and delivered
will be deemed an original and all of which taken together will constitute one and
the same instrument. This Agreement may also be executed electronically or by
facsimile.
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LITCHFIELD PARK SERVICE COMPANY

By:_1
Name: Geegotn S, Soemstn
Its: Pres A ’“/&I/N

\2/13//3

Na;ne‘w 3 Quianm

Its: DIk T p@.
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Litehfield Park Service Company - Water Division dba Liberty Utilities

Test Year Ended December 31, 2012
Computation of increase in Gross Revenue
Requirements As Adjusted

Exchibit
Proposed Final Schedule A-1
Page 1

_ Witness: Bourassa

DECISION NO.

Fair Value Rate Base $ 33,103,506
Adjusted Operating income 2,035,146
Current Rate of Retum 6.15%
Required Operating Income $ 2,898,428
Required Rate of Retum on Fair Value Rate Base 8.76%
Operating income Deficiency H 863,282
Gross Revenue Conversion Factor 1.6466
increase in Gross Revenue .
Requirement $ 1,421,511
Adjusted Test Year Revenues $ 11,201,268
Increase in Gross Revenue Revenue Requirement $ 1.421,511
Proposed Revenue Requirement - $ 12822778
% Increase 12.69%
Customer Pregent Proposed Doliar Percent
Classification . Rates Rates Increage increase
. 5/8x3/4 inch Residential : $ 11,824 § 13,587 $ 1,763 14.91%
3/4inch  Residential ) ' 3,047,017 . 3,303,996 256,879 8.43%
3/4 Inch Residential - Low income ‘ ) 7,203 7438, T ] 1.99%
1 inch Residential : o ~ 3,380,696 3,828,057 | 468,261 . 13.93%
1inch Residential - Low income 8528 . ... I0497 1,968 23.08%
1.5 inch Residential - : : 44,871 51,734 6,863 15.30%
2inch Residential : 4,981 5,815 835 © 16.78%
4 inch Residential ' ’ - - - 0.00%
5/8x3/4 Inch Commercial . k S ' - 245 318 73 30.00%
3/4 Inch Commercial . - 8,987 - 10,544 -1,857 17.32%
1 inch Commercial ' 28,013 33,136 5,123 - 18.29%
1.5 Inch " Commercial - 118,831 137,507 18,676 15.72%
2inch Commercial - : ) 684,406 801,050 116,644 17.04%
4 inch Commercial o 242,892 277,275 34,582 14.25%
8 Inch Commercial 10,786 13,432 2,646 24.53%
10 inch’ Commercial 36,262 - 41,400 5,229 14.42%
5/8x3/4 inch “trrigation : : 808 1,056 150 16.61%
~ 34 inch imrigation 58,536 67,423 . 8887 15.18%
1 Inch Irrigation 292,670 337,957 ' 45,287 15.47%
1.5 inch irrigation 342,197 382,060 49,863 14.57%
2 Inch trrigation 1,777,002 2,033,354 256,352 14.43%
4 Inch Irrigation 140,026 161,002 20,876 14.88%
1 inch MF 1,568 - 2,135 577 37.03%
1.5 Inch MF 47,101 54,451 7,350 15.81%
2 Inch MF , 320,997 373,425 52,428 16.33%
4 inch MF 47,487 54,683 7,195 15.15%
5/8x3/4 Inch Fire 28,594 37,120 8,526 28.82%
3/4 Inch Fire 2,879 3,736 - 887 28.78%
1 inch Fire 275 358 83 30.00%
Hydrant 68,030 77,584 9,565 14.06%
Sweeper ) ) 700 798 o8 14.06%
8 inch Goodyear 128,852 142,421 13,469 10.44%
4 inch vu! 3,080 3,878 918 30.00%
Deciining Usage Adjustment (58,703) (58,703) - 0.00%
Revenue Annualization 147,042 166,016 18,874 12.80%
Subtotal $ 10,964,740 § 12,387,840 § 1,422,901 12.98%
Other Water Revenues 235,723 235,723 (V] 0.00%
Reconciling Amount 805 (584) {1,389) .172.55%
Rounding - 0.00%
Total of Water Revenues R $ 11,201,268 § 12,622.779 § 1,421,511 12.69%
. R Ry MR
RTI L
B-1
c-1
c-3
H-1
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Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit
Test Year Ended December 31,2012 Proposed Final Schedule B-1
Summary of Rate Base -~ Page 1

Witness: Bourassa

Line Original Cost Fair Value

No. Rate base Rate Base
1
2 Gross Utility Plant in Service $ 90,867,014 $ 80,867,014
3 Less: Accumulated Depreciation 18,927,597 18,927,597
4
5 ° Net Utility Plant in Service $ 71938416 $ 71,939,416
6 .
7 Less:
8 Advances in Aid of Construction 30,374,274 30,374,274
9
10 Contributions in Aid of Construction 7,425,812 7,425,812
1 .
12 Accumulated Amortization of CIAC (1,285,854) (1,285,854)
13 ‘
14 Customer Meter Deposits 1,432,787 1,432,787
15 Custmer Security Deposits _ 147,661 o 147,661
16 Accumulated Deferred Income Tax 832,300 832,300
17 '
18
19 'Plus:
21 Deferred Reguiatory Assets TCE Plume . .o 91,089 91,069
22  Deferred Tax Assets - ‘ -
23 Allowance for Working Capital . . -

- 24 '

- 25 o ) S

26 Total Rate Base o $ 33,103,508 $ 33,103,506
27
28

29
30
31
32
33
34

DD LWL W W
bl SRR R R R

SUPPORTING SCHEDULES:
B-2 .
B-3

B-5

E-1

258355888
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Litchfield Park Service Company - Water Division dba Liberty Utilities
Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments

Gross Utility
Plantin Service
Less:

Accumuiated
Depreciation
Net Utility Plant
in Service
Less:
Advances in Aid of
Construction

Caontributions in Aid of
Construction - _Gross

Accumulated Amorﬁzatiqn of CIAC
Customer Meter Deposits

Custmer Security Deposits
Accumulated Deferred Income Tax

PIué:

Deferred Regulatory Assets TCE Plume
- Prepayments

Materials and Supplies
Working capital

Total

SUPPORTING SCHEDULES:
B-2, pages 2
E-1

Adjusted
at
End of Proforma
Jest Year Adjustment
$ 91151411 (284,397}
16,514,086 2,413,511
$ 74,637,324
30,374,274 -
7,324,578 101,234
{1,489,772) 203,918
1,271,802 160,985.
140,147 7.514
1,459,075 _ (626,775)
90,381 688
$ 35647602

Exhibit
Proposed Final Scheduie B-2
Page 1
Witness: Bourassa
Rejoinder
Adjusted
atend
of
Test Year

$ 90867,014

18,927,587

$ 71939416

30,374,274

7,425,812
(1,285,854)
1,432,787

147,661
832,300

$ 33108,506

RECAP SCHEDULES:
B-1
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfieid Park Service Company - Water Division dba L iberty Utilities Exhibit

Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 3.1
Adjustment Number1-A ) Witness: Bourassa
Line
No.
1 True-Up of Accruals
2
3
4 Acct
5 No. Description Adijustment
6 304 Structures and Improvements : - (178,617)
7 307 Welis and Springs (18,108)
8
-]
TOTALS ' S (1%.725)
UPPORTIN HEDULE
Staff Adjustment #3

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfieid Park Service Company - Water Division dba Liberty Utilities
" Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - B

Reclassification of Plant

Acct.
No, Description
304 Structures and improvements
307 - Wells and Springs
310 Power Generation Equipment
311 Electric Pumping Equipment
320.1 Water Treatment Plant
330.1 Storage tanks
340 Office Fumniture and Fixtures
340.1 Computers and Software
348  Other Tangibie Plant

TOTALS

SUPPORTING SCHEDULE
Staff Adjustment #5
Staff Table 8 - Reclassification

Exhibit

Proposed Final Schedule B-2
Page 3.2

Witness: Bourassa .

Adlustment
(2,776,772)
134,678
18,111
{23,502)
1,728,635
901,841
6,555
7,995
{9,897)

$ (12,156)

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utllities Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 33
Adjustment Number 1-C Witness: Bourassa

c
3

Plant Not Used and Useful

Acct. )

No, Description , justme
303 land and Land Rights o {6,000)
304 Structures and improvements {6,156)

cmﬂmmaun-&loz

40 TOTALS $ {12,156)

42 SUPPORTING SCHEDULE
43  Staff Adjustment #6 . ‘
44 Staff Table 6 - Not Used and Useful Plant items
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Libesty Utilities Exhibit
Test Year Ended Decernber 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 3.4
Adjustment Number 1 -D Witness: Bourassa

Plant Not Used I

Acct. -
No. Description - Adiustment
304 Structures and improvements (3,000) .
335 Hydrants (2,608)
TOTALS S $ (5,608)
SUPPORTING (8]

Staff Adjustment #7

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfieid Park Service Company - Water Division dba Liberty Utilities : Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 3.5 '
Adjustment Number 1 -E . Witness: Bourassa

Line

Retirement of Transportation Equipmen

341 Transportation Equipment (17,555}

omqomawmag
BE

40 TOTALS $__ (17,555

42 SUPPORTING SCHEDULE
43  Staff Adjustment #7
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities
Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - F

Retirements

Acct.
No. Description
341 Transportation Equipment

Reciassifications

Acct. .

No. Description

341 Transportation Equipment
331 Trans. and Dist. Mains

345 Power Operated Equipment
331 - Trans. and Dist. Mains

Total Adjustment

SUPPORTING SCHEDULE

Work papers - Supplemental Response to RUCO 6.01

' Post last test year end date

Year

2612

2008
2006

Year

Reflected on B-2 Plant’
2008

Year
Reflected on B-2 Plant'
see below
2012

2008
2008

Exhibit

Proposed Final Schedule B-2
Page 36

Witness: Bourassa

Adiustment
$ (40,196)

$ {40,196)

Adjustment
$  (15.144)
3,985
18,003
(6,844)

$ {40.196)
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities
Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - G

Reconciliation of Plant to Plant Reconstruction

Desgciiption

Organization Cost

Franchise Cost

Land and Land Rights
Structures and improvements
Collecting and Impounding Res.
Lake River and Other intakes
Wells and Springs

Infiltration Galieries and Tunnels

Supply Mains

Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment

‘Water Treatment Plant

Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters -
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Toois and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant
Rounding

TOTALS

SUPPORTING SCHEDULE

B-2, pages 3.1 through 3.6
B-2, pages 3.8 through 3.12

Exhibit

Proposed Final Schedule B-2
Page 3.7

Witness: Bourassa

Rejoinder Rejoinder
Adjusted Adjusted Plant
Orginal B-2 Orginal Per
Adjustments Cost Reconstryction  Difference
21,100 - 21,100 21,100 -
1,456,278 (6,000) 1,450,278 1,450,278 -
28,000,816 (2,964,545) 25,036,371 25,036,371 - -
3,087,345 118,770 3,214,114 3,214,114 (1))
207,020 18,111 225,130 225,130 .
897,792 . (23,502) 874,290 874,290 -
1,696,758 1,728,635 3,425,304 3,425,304 -
492,176 e 492,176 492,176 -
- 901,841 901,841 901,841 -
40,259,045 (2,859) 40,256,187 40,256,187 0
5,350,963 - 5,350,963 5,350,963 -
4,759,560 - 4,759,560 4,759,560 -
3,304,755 (2.608) 3,302,147 3,302,148 0
38,387 - 38,367 38,387 -
259,531 - 259,531 259,531 -
651,008 6,555 657,653 657,653 -

- 7,995 7,985 7,995 -
307,592 (72,896) 234,696 234,697 1
37,143 L. 37,143 37,143 -
47,434 - 47,434 47,434 -

5,803 - 5,803 " 5803 -

- 18,003 18,003 18,003 (0)
128,402 - 128,402 128,402 .
132,312 (9,897) 122,414 - 122,414 -

(L))
$ 91151411 § (284,397) § 80,867,014 $ 90,867,015 § 0

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.1
‘Adjustment Number 2 - A Witness: Bourassa

Line )
A/D related to True-up of Accruals
Acct. - ' Qrginal
No. Description Cost Depr Rate Years

304  Structures and improvements (178.617) 3.33% 0.50 T (2074)
307 Wells and Springs (18,108) 3.33% 0.50 (301)

mmwou»umalg

40 TOTALS ' S (186,725) ' $ (3.275)

42 SUPPORTING SCHEDULE
43 Schedule B-2, page 3.1

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit
: Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.2
Adjustment Number 2 - B Witness: Bourassa

Line
No.

1  Reclassification of Plant - A/D

2

3

4 Acct. Depr Plant AD

5 No.  Descriotion - - Year Rate © Years Adiustment Adiustment

6 304  Structures and improvements 2009 3.33% 3.5 $ (1,036,948) § (120,858)
7 304 Structures and Improvements 2010 3.33% 25 {1,245,500) {103,688)

8 304  Structures and improvements 2014 3.33% 15 (484,324) (24,601)

9  Subtotal ’ $ (2,776,772) § (249,236)
10 307 Wells and Springs 2009 3.33% 3.5 65,920 . 7,683
11 307 Wells and Springs 2010 ) 3.33% 25 - -
12 307 Wells and Springs 2011 3.33% 1.5 68,958 3.444
13  Subtotal $ 134,878 § 1,17
14 310 Power Generation Equipment 2009 5.00% 3.5 B -
15 310 Power Generation Equipment 2010 5.00% 2.5 - -
16 310 Power Generation Equipment 2011 5.00% 1.5 18,111 1,358

17 Subtotal ) $ 18,111 § 1,358
18 311 Electric Pumping Equipment 2008 12.50% 3.5 10,851 - 4,747
19 311 Electric Pumping Equipment 2010 12.50% 25 13,620 : 4,256
20 311 Electric Pumping Equipment 2011 12.50% 1.5 (47,974) {8,905)
- 21 Subtotal : ' $ (23,502) $ 8

22 320.1 Water Treatment Plant 2009 3.33% 3.5 287,816 33,545
23 320.1 Water Treatment Plant 2010 3.33% 2.5 1,215,221 101,167
24 320.1 Water Treatment Plant 2011 3.33% 1.5 225,598 11,269
25  Subtotal : $ 1,728,638 § 145,981
28 330.1 Storage tanks 2009 . 2.22% 3.5 664,366 51,621
27 330.1 Slorage tanks 2010 2.22% 2.5 20,000 1,110
28 330.1 Storage tanks 2011 2.22% 1.5 ) 217,475 7,242
29  Subtotat : S 901,841 § 59,973
30 340 Office Furniture and Fixtures 2008 6.67% 35 - -
31 340 Office Furniture and Fixtures 2010 6.67% 2.5 8,555 1,088
32 340 Office Furniture and Fixtures 201 6.67% 15 - .
33  Subtotal . $ 6,555 § 1,093
34 340.1 Computers and Software 2009 20.00% 3.5 7,995 5,597
35  340.1 Computers and Software 2010 20.00% 2.5 - -
36 340.1 Computers and Software 2011 20.00% 1.5 - .
37 Subtotal - $ 7,995 § 5,597
38 348 Other Tangible Plant 2000 10.00% 3.5 - -
39 348  Other Tangible Plant 2010 . 10.00% 2.5 (9.897) (2,474}
40 348 Other Tangible Plant 2011 10.00% 15 - -
41 Subtotal $ (9,897) §$ {2,474)
42 )

43

44 TOTALS $ {12,156) $ 26,572
45

46 PPORTIN HEDUL
47  Schedule B-2, page 3.2

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit
Test Year Ended December 31, 2012 : Proposed Final Scheduie B-2
Original Cost Rate Base Proforma Adjustments Page 4.3 )
Adjustment Number 2 -C Witness: Bourassa

g'.
°

Plant Not Used and Useful

Acct. . Depr Plant AD

No, Description Year Rate Years Adiustment  Adiustrent
303 Land and Land Rights 2011 0.00% 1.5 (6,000} -
304 Structures and Improvements 2011 3.33% 15 (6,156) (308)

:;;‘,:Sowqmmawnalz

40 TOTALS : $ (12,156) § (308)

42 PPORTING SCHEDULE
43 Schedule B-2, page 3.3

DECISION NO.




Line

Mﬁ&mm

Desciption
Structures and improvements
Hydrants

mooﬂmm-hwn-a‘.g
B8E R

40 TOTALS

42 SUPPORTING SCHEDULE
Staff Adjustment #7

Year
2010
2010

Litchfield Park Service Company - Water Division dba Liberty Utilities
Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - D

Depr

3.33%
2.00%

Years
2.5
2.5

DOCKET NO. SW-01428A-13-0042 ET AL.

Exhibit

Proposed Final Schedule B-2
Page 44

Witness: Bourassa

Plant AD
Adjustment Adjustment
{3,000) (250)
(2.608) (130)
3 (5.608) $ (380)

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit

Test Year Ended December 31, 2012 Proposed Final Scheduie B-2
Original Cost Rate Base Proforma Adjustments ' Page 4.5
Adjustment Number 2 - E Witness: Bourassa

Retirement of Transportation Equipment -

Acct. .
No. Description Year of Retirement C Adiustment
341 Tran;povtation Equipment 2011 . (17,555)
Plant Held for Future Use . .
TOTALS $ (17.585)
SUPPORTING SCHEDULE
Staff Adjustment #7

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities

Exhibit
Test Year Ended December 31, 2012 Proposed Final Scheduie B-2
Original Cost Rate Base Proforma Adjustments Page 4.6 .

Adjustment Number 2 - F. Witness: Bourassa

Line

No.
1 Accumulated Depreciafion - Annualization Correction
2 Rejoinder
3 Adjusted Adjusted Annualized
4 Acct. Orginal Orginal Depreciation
5 No. Description Cost Cost Correction
6 301 Organization Cost 21,100 - (21,100)
7 - 302 Franchise Cost - - -
8 303 Land and Land Rights - - -
9 304 Structures and improvements 3,036,910 4,043,158 1,006,248
10 305 Collecting and impounding Res. - - -
11 306 Lake River and Other Intakes - - .
12 307 Wells and Springs i 915,114 1,023,083 . 107,969
13 308 Infiltration Galleries and Tunnels - - -
14 309 Supply Mains - - -
15 310 Power Generation Equipment 87,092 99,734 12,642
16 311 Electric Pumping Equipment 759,242 452,920 (306,323)
17 320 - Water Treatment Equipment - -
18  320.1 Water Treatment Plant 199,379 252,948 53,568
19  320.2 Chemica! Solution Feeders - - -
20 330 Dist. Reservoirs & Standpipe 205,453 217,657 12,204
21 330.1 Storage tanks - - -
22  330.2 Pressure Tanks - - -
23 331 Trans. and Dist. Mains 5,947,658 6,705,550 757,892
24 333 Services 1,408,855 1,618,468 208,613
25 334 Meters 2,960,806 3,393,848 433,042
26 335 Hydrants ' 335,259 391,798 56,539
27 336 Backflow Prevention Devices 15227 18,428 3,201
28 339 Other Plant and Misc. Equip. 85,429 107,068 21,638
29 340 Office Fumiture and Fixtures 239,369 285,371 46,003
30 340.1 Computers and Software - S -
31 341 Transportation Equipment 200,543 244 147 43,604
32 342 Stores Equipment 5,839 7,425 1,586
33 343 Tools and Work Equipment 11,341 12,800 1,459
34 344 Laboratory Equipment 290 280 (0}
35 345 Power Operated Equipment - - -
36 346 Communications Equipment 58,472 73,436 14,964
37 347 Miscellaneous Equipment - - .
38 348 Other Tangible Plant 19,709 20,759 1,049
39 ' Plant Held for Future Use -
40 TOTALS 16,514,086 $ 18,968,887 $ 2,454,800
41

42 :

43 SUPPORTING SCHEDULE

44  Staff Adjustment #2
45

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities ‘ Exhibit
Test Year Ended December 31, 2012 i Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.7
Adjustment Number 2 - G Witness: Bourassa

Line
No.

1 Accumulated Depreciation - Plant Additions in Wrong Years

2

3

4 Acct. v : Depreciation

5 No. Description Correction

6 301 Organization Cost - -

7 302 Franchise Cost ) : -

8 303 Land and Land Rights -

9 304 Structures and improvements : : 65,110

10 - 305 Collecting and impounding Res. .

1 306 Lake River and Other Intakes -
12 307 Wells and Springs : o ,
13 308 Infitration Galleries and Tunnels ' -
14 309 Supply Mains - -
15 310 Power Generation Equipment : : -
16 311 Electric Pumping Equipment 14,698
17 320 Water Treatment Equipment .
18  320.1 Water Treatment Plant -
19  320.2 Chemical Solution Feeders i ) -
20 330 Dist. Reservoirs & Standpipe - -
21 330.1 Storage tanks -
22  330.2 Pressure Tanks : g ’ -
23 331 Trans. and Dist. Mains : - 1,827

24 333 Services -
25 334 Meters . 7,444
26 335 Hydrants ) : -
27 336 Backflow Prevention Devices -
28 339 Other Plant and Misc. Equip. 568
29 340 Office Furniture and Fixtures -
30 340.1 Computers and Software -

31 341 Transportation Equipment -
32 342 Stores Equipment -
33 343 Tools and Work Equipment . -
34 344 Laboratory Equipment -
35 345 Power Operated Equipment -

36 346 Communications Equipment : 498
37 347 Miscellaneous Equipment ' -

38 348 - Other Tangible Plant . 1,695
39 .

40 TOTALS 3§ 91.841
42

43 SUPPORTING SCHEDULE
44 Work papers
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.8
Adjustment Number 2 - H Witness: Bourassa
Line
No.
1  Retirements A/D
2
3
4 Acct.
5  No Desaription Year of Refirement : Adiustment
6 341 Transportation Equipment 2008 (40,196)
7 : .
8 Total [] {40.196)
9 - . .
10
11 Reclassifications A/D
12 :
13  Acct . Depr Plant AD
14  No, Description _ Year Rate Years' Adiustment  Adjustment
15 341  Transportation Equipment 2012 20.00% 0.5 $ (3,985) § (309)
16 341 Transportation Equipment 2008 - 20.00% 4.125 (18,003) (14,853)
17 341 Transportation Equipment 2008 20.00% 4.125 6,844 5646
18  Subtotal $  (15144) § (9,608
19 .
20 331 - Trans. and Dist. Mains 2012 2.00% 0.5 $ 3985 § 40 -
21 345  Power Operated Equipment 2008 5.00% 4125 18,003 313
22 331 Trans. and Dist. Mains 2008 2.00% 4.125 - (6,844) {565)
23 Subtotal C $ 15,144 § 3,188
24 ’ :
25  Total $ (6.416)
26
27
28
29
30
31
32
33
34
35
36
37
38 )
39 Total Adjustment 3 §46,613!
40 g )

41 SUPPORTING SCHEDULE
42 Schedule B-2, page 3.6
43  Work papers

45 ‘Post last test year end date
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DOCKET NO. SW-01428A-13-0042 ET AL.

\

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit
’ Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.9
Adjustment Number 2 - | Witness: Bourassa
- Line
No. .
1 Re fation of A/D to e ion
2 Rejoinder Rejoinder
3 Adjusted Adjusted AD
4 Acct. Orginal B-2 Orginal Per
5 No. Description Cost AID Adjustments Cost AID Reconstruction  Difference
6 301  Organization Cost 21,100 (21,100) - - -
7 302 Franchise Cost - - - - -
8 303 Land and Land Rights - - - - -
9 . 304 Structures and improvements 3,036,910 818,591 3,854,501 3,855,501 -
10 305 Collecting and impounding Res. - - - . -
11 306 Lake River and Other intakes - .- - - -
12 307 Wells and Springs 915,114 118,795 1,033,808 1,033,808 ()]
13 308 Infiltration Galleries and Tunnels - - - - -
14 308 Supply Mains . - - - - -
15 310 Power Generation Equipment 87,002 14,000 101,082 101,002 -
16 311 Electric Pumping Equipment 758,242 {291,615) 467,627 467,627 -
17 320 Water Treatment Equipment - - - - -
18  320.1 Water Treatment Plant 198,379 199,550 398,928 398,928 -
19 3202 Chemical Solution Feeders . - - - -
20 330 Dist. Reservoirs & Standpipe . 205,453 12,204 217,657 217,657 -
21 330.1 Storage tanks - 58,973 59,873 59,973 -
22 330.2 Pressure Tanks - - : - - -
23 331  Trans. and Dist. Mains 5,947,658 759,195 6,706,853 6,706,853 0
24 333 Services 1,409,855 208,613 1,618,468 1,618,468 -
25 334 Meters 2,960,806 440,486 3,401,292 3,401,292 -
26 335 Hydrants 335,258 56,408 391,667 391,667 . 0
27 336 Backflow Prevention Devices 15,227 3,201 18,428 18,428 -
28 339 Other Plant and Misc. Equip. 85,429 22,207 107,636 107,636 -
28 340 Office Fumiture and Fixtures 238,369 47,096 286,464 286,464 -
30 - 340.1 Computers and Software - 5,597 5,597 5,597 -
31 341 Transportation Equipment 200,543 {23,752) 176,790 138,363 (38,427)
32 342 = Stores Equipment 5,839 1,586 7,425 7.425 -
33" 343 Tools and Work Equipment 11,341 1,458 12,800 12,800 -
34 344 {aboratory Equipment 2890 (0) 290 290 -
35 345 Power Operated Equipment - 3,713 3,713 3,713 0)
36 346 Communications Equipment 58,472 15,462 73,934 73,834 -
37 347 Miscellaneous Equipment - - - - -
38 348 Other Tangible Plant 18,709 271 19,980 19,980 -
39 Plant Held for Future Use ) -
40 TOTALS $ 16514086 § 2451938 $ 18,866,025 $ 18,927,587 $ (38,427)
41
42
43 SUPPORTING SCHEDULE
44 B-2, pages 4.1 through 4.8
B-2, pages 3.8 through 3.12
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfieid Park Service Company - Water Division dba Liberty Utitities Exhibit
: ’ Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments ; ) Page 5

Adjustment 3 Witness: Bourassa

Contributions-in-Aid of Construction (CIAC) and Accumulated Amortization

Line
No.
1
2
.3 Gross Accumulated
4 CIAC Amortization
5 Computed balance at 12/31/2012 $ 7,425,812 $ 1,285,854
6
7 Adjusted balance at 12/31/2012 $ 7,324,578 $ 1,489,772
8
9 Increase (decrease) $ 101,234 $ (203,918)
10 )
11 o
12 Adjustment to CIAC/AA CIAC - _ $ 101,234 - $§ 203,918
13 Label . 3a 3b
14
15
16
17

~ SUPPORTING SCHEDULES
EA1
‘B-2,page 5.1to 54

NN S
N OO
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service COtﬁpany - Water Division dba Liberty Utilities " Exhibit

Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 7

Adjustment Number 5 Witness: Bourassa

Line .
No ’
Customer Security Deposits
Customer Security Deposits Balance per Staff $ 147,661
Adjusted Customer Security Deposits Balance 140,147
. Adjustment to éustomer Security Deposits based upon a 13 month average $ 7.514

WWWNNNINANNNRNNDN = b al b ok oot ed oot o wd :
N—looﬂ\lm‘mhunAom“meAQN‘oomﬂmm& QMAL

- 33

45 SUPPORTING SCHEDULE
46  Staff Adjustment #10
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities . Exhibit
‘ Test Year Ended December 31, 2012 Proposed Finat Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 8
Adjustment Number & Witness: Bourassa

Requiatory Assets

Adjustment for additional Regulatory Asset amounts $ 688

PPORTING SCHEDULE
RUCO Adjustment #10
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit

Test Year Ended December 31, 2012 ‘Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 8
Adjustment Number 7 Witness: Bourassa
Line
No,
1 Customer Meter osit
2
3 Customer Security Deposits Balance per RUCO ) $ 1432787
Adjusted Customer Security Deposts Balance 1,271,802
Adjustment to Customer Security Deposits based upon a 13 month average $ 160,985

UPPORTING SCHEDULE
RUCOAdjustment #10

DA DR D AR D000 WM WM WANNRNDNNANRNNN - b oA wb ek b bt
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities  Exhibit i
Test Year Ended December 31, 2012 Proposed Final Schedule B-5
Computation of Working Capital Page 1
: Witness: Bourassa

Line

No.
1 Cash Working Capital (1/8 of Allowance :
2 Operation and Maintenance Expense) $ 506,180
3 Pumping Power (1/24 of Pumping Power) 37.647
4  Purchased Water (1/24 of Purchased Water) -

* 5  Prepaid Expenses - C ‘
6
7
8 )
g  Total Working Capital Allowance $ 543,827
10
11 . ‘
12 ‘Working Capital Requested $ -
13
14 .
15 !
16 Rejoinder :
17 Adjusted Test Year
18  Total Operating Expense ) . _ $ 9,166,122
19  Less:
20 Income Tax . 1,054,157
21  Property Tax ' 531,421
22  Depreciation 2,627,581
23  Purchased Water -
24  Pumping Power ) . 903,527
25 Allowable Expenses v 3 4,049 437
© 26 1/8 of allowable expenses 5 506,180

27 '
28 o
29 SUPPORTING SCHEDULES: RECAP SCHEDULES;
30 EA1 : . B-1
31
32
33
34
35
36
37
38
39
40
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities ; Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule C-1
. income Statement Page 1
: Witness: Bourassa
Rejoinder .
Adjusted - Adjusted Proposed Adjusted
Line . Test Year Test Year Rate with Rate
No, Results Adjustment Results Increase Increase
1 Revenues
2 Metered Water Revenues $ 10,965,545 $ - $ 10965545 $ 1,421,511 $ 12,387,056
3 Unmetered Water Revenues - : - . .
4 Other Water Revenues 235,723 . 235,723 235723
[ $ 11,201,268 $ - $ 11,201,268 § 1,421,511 § 12622779
6  Operating Expenses
7 Salaries and Wages $ 1,089,839 - $ 1,069,839 $ 1,069,839
8 Purchased Water 2615 - - 2,815 2615
8 Purchased Power 903,527 - 803,527 803,527
10 Fuel For Power Production - - J - -
11 Chemicals 208,080 - 208,080 208,080
L2 Materials and Supplies 91,139 - 91,138 81,139
13 Management Services - US Liberty Water 1,260,835 E (10,249) 1,250,586 1,250,586
14 Management Services - Corporate ) 781,023 - 781,023 781,023
15 Management Services - Other - - - -
16 Qutside Services - Accounting 9,271 - 9,271 8,271
17 Outside Services - Enginesring - - - -
18 - Outside Services- Other . 103,412 - 103,412 103,412
18 Outside Services- Legal 19,865 - 19,865 19,865
20 - Water Testing 66,942 (22,062) 44,880 44,880
21 Rents - Building - - - : -
22 Rents - Equipment 7,229 - 7,229 7,229
23 " Transportation Expenses ' 103,726 - 103,726 103,726
24 Insurance - General Liability ) 88,374 - 88,374 88,374
25 Insurance - Vehicle 20,825 - 20,825 ' © 20825 ¢
26 Reg. Comm. Exp. - Other 19,721 851 20,572 20,572
27 Reg. Comm. Exp. - Rate Case i 65,800 - - 65,800 © 85,800
28 Miscelianeous Expense, 151,237 (10,477} 141,060 . 141,080
29 Bad Debt Expense (78) 21,216 21,140 . 21,140
30 Depreciation and Amortization Expense 2,615,868 11,713 2,627,581 2,627,581
31 Taxes Other Than Income ) - - . - ' -
32 Property Taxes 558,122 (27,701) 531,421 22,577 553,898
33 Income Tax 1,028,589 25,568 1,054,157 535,652 1,589,809
4 - . -
35 Total Operating Expenses $ 9,176,963 $ (10,841) § 9,166,122 § 558,228 $ 9.724351
36. Operating Income $ 2024305 $ 10,841 $ 2035146 § 863282 § 2,898,428
37 - Other income (Expense)
38 Interest income -, - - .
39 Other income - - - -
40 interest Expense (388,078) 51,862 (336,216}  (33%.216)
41 Other Expense - - - -
42 - - - -
43  Total Other Income (Expense) $  (388,078) $ 51,862 § (336,216) § - $  (336,216)
44  Net Profit (Loss) $ 1636227 $ 62,703 § 16988929 § 863,282 $ 2,562,212
45
48 SUPPORTING SCHEDULES: RECAP SCHEDULES: .
47 C-1, page 2 A-1
48 E-2
49
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Revenues
Expenses

Operating
Income

Interest
Expense

Other
income /

Expense

Net income

Revenues
Expenses

Operating
Income

Interest
Expense

Other
income/
Expense

Net income

DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities
Test Year Ended December 31, 2012
Adjustments to Revenues and Expenses

Exhibit

Proposed Final Schedule C-2
Page 1

Witness: Bourassa

justment n nd enses :
1 2 3 4 3 [}
Corporate Corporate Interest on
Property Water Expense Aliacation Customer
Depreciation Jaxes Testing True-up ens Desposits Subtotal
11,713 {27.701) _{22,062) (8,420) {1,828) 5,931 (42,368)
(11,713) - 27,701 22,062 8,420 1,829 (5,931) 42,368
(11,713) - 27,701 22,062 8,420 1,829 -~ (5.,931) 42,368 - - .
Adiustments o Revenues and Expenses
z g 8 : 10 11 12
Bad Amortization Intentionaily
Debt Misc. Reguiatory interest income Left
Expense Expense Assets Synch, Jaxes Blank Total
21,216 - {16,108) - 851 25,568 - {10,841)
(21,216) 16,108 {851) - (25,568) - 10,841
- 51,862 51,862
(21.216) 16,108 {851) 51,862 {25,568) - 62,703
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities
Test Year Ended December 31, 2012
Adjustments to Revenues and Expenses

Adjustrnent Number 1

Depreciation nse

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures and improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs }
infiltration Galleries and Tunnels
- _Supply Mains
Power Generation Equipment
Electric Pumping Equipment
- Water Treatment Equipment ..
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
" ‘Services
Meters
Hydrants -
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Fumniture and Fixtures
“"Computers and Software =
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscelianeous Equipment
Other Tangible Plant
TOTALS

Less: Amortization of Contributions

307 Wells and Springs

311  Electric Pumping Equipment
- 331 Trans. and Dist. Mains

333 Services

334 Meters

335 Hydrants

Total Depreciation Expense
Adjusted Test Year Depreciation Expense
Increase (qgcrea§e) in Depreciation Expense

Adjustment to Revenues and/or Expenses

 SUPPORTING SCHEDULE

B-2, page 3

Exhibit

Proposed Final Schedule C-2
Page 2

Witness: Bourassa

Adjusted
Original Proposed Depreciation
Cost Rates Expense
21,100 0.00% -
- 0.00% -
1,450,278 0.00% -
25,036,371 3.33% 833,711
- 2.50% -
- 2.50% T -
3,214,114 3.33% 107,030
- . 6.67% -
L. 2.00% -
225,130 5.00% 11,257
874,290 12.50% 109,286
- 3.33% -
3,425,394 3.33% 114,066
- 20.00% -
492,176 2.22% 10,926
901,841 2.22% 20,021
- 5.00% -
40,256,187 2.00% 805,124
5,350,963 3.33% 178,187
4,759,560 8.33% 396,471
3,302,148 2.00% 66,043
38,387 6.67% 2,560
259,531 6.67% 17,311
657,653 6.67% 43,865
7,995 20.00% 1,599
234,697 20.00% 46,939
37,143 4.00% 1,486
47 434 5.00% 2,372
5,803 10.00% 580
18,003 5.00% 900
128,402 10.00% 12,840
- 10.00% -
122,414 10.00% 12,241
$ 90,867,015 $ 2794816
Gross CIAC  _Amort. Rate
$ 499,000 3.3300% $ (16,617)
$ 40,572  12.5000% (5,071)
$ 5803218  2.0000% (117,864)
$ 772,208 3.3300% {25,715)
$ 29,899 8.3300% - "
$ 98,419 2.0000% 1,968
$ 6,834,317 : $ (167,235)
$ 2,627,581
2,615,868
11,713

s ums

*Fully Depreciated/Amortized

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Liilities Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule C-2
Adjustment to Revenues and Expenses ‘ Page 3
. Adjustment Number 2 Witness: Bourassa
Property Taxes
Line Test Year Company
No. DESCRIPTION . as adjusted Recommended
1 Company Adjusted Test Year Revenues $ 11,201,268 $ 11,201,268
2 Weight Factor : 2 2
3 Subtotal (Line 1 ~Line 2) 22,402,536 22,402,536
4 Company Recommended Revenue 11,201,268 12,622,778
5 Subtotal (Line 4 + Line 5) 33,603,803 35,025,315
6 Number of Years 3 3
7 Three Year Average (Line 5/ Line 6) 11,201,268 " 11,675,105
8 Department of Revenue Mutilpiier 2 2
9 Revenue Base Value (Line 7 ®Line 8) 22,402,536 23,350,210
10 Plus: 10% of CWIP (intentionally excluded) - C -
11 Less: Net Book Value of Licensed Vehicles 96,334 96,334
12 Full Cash Value (Line 9 + Line 10 - Line 11) 22,306,202 23,253,876
13 Assessment Ratio 19.0% ) 19.0%
14 Assessment Value (Line 12 * Line 13) 4,238,178 4,418,236
15 Composite Property Tax Rate - Obtained from ADOR . 12.5389% 12.5389%
16 Test Year Adjusted Property Tax Expense (Line 14 ® Line 15) $ 531,421 $ 553,998
17 Tax on Parcels . - ’
18 Total Property Taxes'(Line 16 + Line 17) $ 531,421
19 Adjusted Test Year Property Taxes $ 559,122
20 Adjustment to Test Year Property Taxes (Line 18 - Line 19) _1; 527,7o1z
21
22 Property Tax on Company Recommended Revenue (Line 16 + Line 17) $ 553,998
23 Company Test Year Adjusted Property Tax Expense (Line 18) s 531,421
24 Increase in Property Tax Due to Increase in Revenue Requirement - ' $ 22,577
25 )
26 Increase in Properly Tax Due to increase in Revenue Reqmrement (Line 24) $ 22,577
27 Increase in Revenue Requirement $ 1,421,511
'~ 28 Increase in Property Tax Per Dollar Increase in Revenue (Line 26 / Line 27) 1.58826%
29
30
31
32
33
34 .
35
36
37
38
39
40

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litehfield Park Service Company - Water Division dba Liberty Utilities Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule C-2
Adjustment to Revenues and Expénses Page 4
Adjustment Number 3 Witness: Bourassa
' Water Testing

Recommended Water Testing Expense $ 44,880
Adjusted Test Year Water Testing Expense - 66,942
increase(decrease) Rate Case Expense = - $ . 522.0622
Adjusiment to Revenue and/or Expense $ (22,062)
Reference
RUCO Adjustment #6
Testimony

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit

Test Year Ended December 31, 2012
Adjustment to Revenues and Expenses-
Adjustment Number 4

Comporate Aliocation True-Up

Corporate Allocation True-up

% Aliocation to Water

Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULES
Staff Adjustment #2- - -~ -

‘ -
Nalssranidoe~onsenafFs

Total Adjustment to Management Services - US Liberty Water

Proposed Final Schedule C-2
Page 5 e
Witness: Bourassa

$ (29,297)

28.74%
$ (8,420)
$ (8,420)

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities - Exhibit

Test Year Ended December 31, 2012
Adjustment to Revenues and Expenses
Adjustment Number 5

Corporate Allocation Expense Adiustment

Corporate Allocation Expense Adjustment

Total Adjustment fo Management Services - US Liberty Water

Adjustment to Revenue and/or Expense

Reference
Testimony
Work Papers

Proposed Final Schedule C-2
Page 6
Witness: Bourassa

$ (1,829)
$ 1,829
(1,829)

DECISION NO.
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Litchfieid Park Service Company - Water Division dba Liberty Utilities

Test Year Ended December 31, 2012
Adjustment to Revenues and Expenses
Adjustment Number 6

Interest on Customer Security Deposits

Interest on Customer Deposits

Adjustment to Miscelianeous Expense

Adjustment to Revenue and/or Expense

R
Staff Adjustment #4
Testimony

DOCKET NO. SW-01428A-13-0042 ET AL.

$

Exhibit

Proposed Final Schedule C-2
Page 7

Witness: Bourassa

5,031

5,831

5,931
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit

Test Year Ended December 31, 2001
Adjustment to Revenues and Expenses
Adjustment Number 7

Bad Debt Expense

Allocated Bad Debt Expense - Water Division

Increase in Bad Debt Expense

Adjustment to Revenue and/or Expense

Reference
RUCO Adijustment #11

$

$

Proposed Final Schedule C-2
Page 8
Witness: Bourassa

21,216

21,216

21,216

DECISION NO.



DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit

Test Year Ended December 31, 2001 Proposed Final Schedule C-2
Adjustment to Revenues and Expenses Page 9 o
Adjustment Number 8 Witness: Bouras

Miscellaneous Expense

Line
Miscellanous Expense Adjustment ' $ (16,108)
Adjustment to Miscellaneous Expense 73 — (16,108)

Adjustment 1o Revenue and/or Expense $ (16,108)

Reference
RUCO Adjustment 15

J2z30owwo mhwm-slg

N =% o b el = -
QWO ~NO LA W
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thchf eld Park Service Company - Water Division dba Liberty Utilities
Test Year Ended December 31,2012
. Adjustment to Revenues and Expenses
Adjustment Number 8

. Amortization of Rggulafom Assets

Adjusted TCE Plume Balance per B2 - ' $
Amortization rate

Annuat Amortization $
Test Year Amortization

Adjustment to Regulatory Expense - Other $
Adjustment to Revenue and/or Expense

Reference
Testimony

DOCKET NO. SW-01428A-13-0042 ET AL.

Exhibit

Proposed Final Schedule C-2
Page 10

Witness: Bourassa

91,069
10.00%
9,107
8,256

851

851

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit :

cocoﬂoaov:sww-lozg

Test Year Ended December 31, 2012
Adjustment to Revenues and Expenses
Adjustment Number 10

" Interest Synchronization

Fair Value Rate Base
Weighted Cost of Debt
Interest Expense
Test Year interest Expense
Increase (decrease) in Interest Expense
Adjustment fo Revenue and/or Expense
~ Weighted.Cost of Debt Computation
Percent
Debt o 15.87%
Equity 84.13%

Total 100.00%

Proposed Final Schedule C-2
Page 11
Witness: Bourassa

$ 33,103,506
1.02%
$ 336216
S 383078
(51,862)
$ 51862
Weighted
Cost Cost
6.40% 1.02%
9.20% 7.74%
8.76%

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utllities Exhibit
' " Test Year Ended December 31, 2012 Proposed Final Schedule C-2
Adjustment to Revenues and/or Expenses Page 12
Adjustment Number 11 Witness: Bourassa

o
3
[]

income Taxes
Test Year Test Year

at Present Rates  atProposed Rates
Computed Income Tax $ 1,054,157 $ 1,589,809
Test Yearincome tax Expense - 1,054,157

Adjustment to Income Tax Expense : $ 1,054,157 S 535,652

0o~ mmaum-‘g

43 SUPPORTING SCHEDULE
14 (-3, page2

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit

Test Year Ended December 31,2012 Proposed Final Scheduie C-3
Computation of Gross Revenue Conversion Factor Page 1

Witness: Bourassa

Percentage
of
Incremental
Gross

. _Description Revenues
Combined Federal and State Effective income Tax Rate 38.290%
Property Taxes : ) 0.980%
Total Tax Percentage 38.270%
Operating Income % = 100% - Tax Percentage 60.730%

1 = Gross Revenue Conversion factor .
Operating income % . / 1.6466
-‘
SUPPORTING SCHEDULES: RECAP SCHEDULES:

C-3. page 2 : A

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL .

DOCKET NO. WS-02876A-120196

Yot Yaur Ended December 11, 2012 Proposed Final Scivedule C-3
Pege 2
Witness: Bourassa
GROSS REVENUE CONVERSION FACTOR
Line A @ ® © @
No, Rescriplion
1 Reveme 190.0000%
2 Uncollecible Factor (Line 11) 0.0000%
3  Reverwss {L1-12) 100.0000%
4 Combined Federsl and State incorme Tax and Property Tax Rate (Line 23) 39.2701%
5 Subtotal (L3 - L4} . 7295%
& Revarwe Conversion Factor (L1 / LS) 1.646636
Caiouletion of Uncoliectible Eactor.
7 Unity 100.0000%
& Combined Federst and State Tax Rate {L17) 38.2900%
$ One Minus Combined Income Tax Rate (L7 -18) €1.7100%
10 Uncoliecible Rate . 0.0000%
11 Uncoliectible Factor (L9 * L10) 0.0000%
Caicuistion of Effactive Tax Rata.
12 Opersiing Income Before Taxas (Arizona Taxable income} 100.0000%
13 Arizona State income Tax Rate 6.5000%
14 Federsl Tmeable income (L12 - L13) $93.5000%
15  Applicable Feders! income Tax Rate {L55 Col F) 34.0000%
16 Efiactive Fedoral income Tax Rate {L.14 x L15) 31.7900%
17 Combined Federsl and State income Tax Rate (L13 +L16) 38.2000%
c . Effaciive P! IsE
18 Unity 100.0000%
19 CGombined Federsi md Steie inceme Tax Rete (L17) 38.2900%
20 One Minus Cembined lncome Tax Rate (L16-L19) 81.7100%
21 Property Tax Fackor 1.5883%
2 Efisctive Property Tax Factor (L2071.21) 0.9801% - -
23 Gombined Federal snd State income Tax and Property Tax Rate (L17+122) 38.2701%
24 ied Operating income $ 2,888,428
25 AdjustadTest Year Operaiing income {Loss) s 2.035,146
26 Required increase in Oparsiing Income (L24 - L25) . $ 63282
27  Income Taxes on Recommended Ravenue (Col. (F), L52) $ 1,589,800
28  income Taxet on Test Year Revenue (Col. {C), L52) $ 1,054 157
20 Required incrense in Revenue to Provide for invome Taxes (L27 - L28) s 535,852
% Revenue s . ez
31 Unceliectible Rate (Line 10) 0.0000%
2\ Expense on R {L24 * 1.26) $ -
33 Adjusied Test Year Uncoliectible Expense 3 -
34 Requind incrasse in Revenue to Provide for Uncolisctible Exp. $ -
35 Properly Tax with Recommended Revenue . $ 553,998
36 Proparty Tax on Test Yesr Revenuo 3 531,421
37 incresse in Property Tax Due to incresse in Revenue (L35-L36) H 25T
38 Total Required incresss in Revenue (L26 + 1.29 @ L37) S ia2151
(&) B ) - i-) gial 3}
Test Yem . Recommended
Total Total
39 Revenve s 11201268 $ 1201268 S 1262779 $ 1282719
40 Operating Expenses Excluding Income Taxes 8,111,965 8,111,965 8,134,543 8,134,643
41 Synchronized Intersst (L47) 336,215 336,216 336,216 26,216
42 Arizona Texabie income (L39 - L4O - L41) B 2,753,086 $ 2753006 |$ 152,021 § 4,152,020
43 Arizoma Siate Effective income Tex Rate (see work papers) 6.5000% 6.5000% 6.5000%| B.5000%
44 Agizons income Tax (L42 x L43) $ . 178,951 $ 178,851 $ 260,881 S 260,881
45 Fadersl Taxable income (LAZ- L44) H 25741% $ 2574136 |§ 3,882,140 $ 382138
4
47 Federsl Tax on First income Bracket ($1 - $50,000) @ 15% $ 7,500 $ 7.500 $ 7500 s 1,500
48 Fudessl Tax wn.Second inoome Bracket ($50,001 - $75,000) @ 25% $ 6250 s 6250! |$ 6,250 s 6250
49 Federal Tax on Third income Bracke! ($75,001 - $100,000) @ 34% s 8,500 $ 8,500 s £.500 s 8,500
850 Federal Tax on Fouth income Bracket {$100,001 - $325,000) @ 39% 18 91,850 $ 91,850 $ 91,850 3 91,650
51 Feders Tax sn Fifth Income Bracket ($335,001 $10,000,000) @ 34% s 761,308 $ - 761306| ($ 1,206,028 $ 120027
2
Total Faderal income Tax 3 875,205 s 875, 3 L3, $ 1319927
. -§4 Combinad Federsi and State Income Tax (L35 + L42) ] 1,054 157 3 1.&%1 [] 1,589,000 S 1519808 |
S5 COMBINED Applicable Feders) Income Tax Rate [Coi. [D), L53 - Col. [A], LS3/[Col. [D], L45 - Cal. [A), L&S] 24.0000%
$6 WASTEWATER Applicable Fodersl income Tax Rate [Col. [E), L83 - Col. [B], L52) / [Col. [E], L45 - Col. [B), L4s) 0.0000%
57 WATER Applicable Federal income Tax Rate {Col. [F), L53 - Col. [C], 153)/ [Cal. [F], L45 - Col. [C], i45) 34,0000%
Caicuistion of inferset Sahvonizatiory; Water
58 Rate Base § 33,103,506
59 Weighled Avetape Cost of Debt L 1,0187%
60 Synchronized intecest (L50 X L60) $ 335,218
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit
Changes in Representative Rate Schedules Proposed Fnal Schedule H-3
Test Year Ended December 31,2012 ' Page 3
) : Witness: Bourassa
Present Proposed

Other Service Charges Rates Rates

Establishment (Regular Hours) per Rule R14-2-403D (a) s 2000 $ 20.00
Establishment (After Hours) per Rule R14-2-403D (a) $ 40.00 NT
Re-Establishment of Service per Rule R14-2-403D (a) ’ ®) (b)
-Reconnection (Regular Hours) per Rule R14-2-403D (a) $ 50.00  § 20.00
Reconnection (Afier Hours) per Rule R14-2-403D.(a) $ 65.00 NT

Meter Test (if correct) per Rule R14-2-408F (c) $ 2500 § 25.00

Meter Reread perRule R14-2-408C (if corrcct) $ 500 § 5.00

Fire Hydrant Meter Relocation NT s 50.00

Fire Hydrant Meter Repair ‘ : NT Cost

NSF Check per Ruie R14-2-409F (a) s 2000 $ 25.00
Deferred Payment, Per Month . 1.50% 1.50%

Late Charge () (c)

Service Calls - Per Hour/After Hours(d) $ 4000 § 40.00 .
Deposit Requirements 1) 6

Deposit Interest 3.50% 6.00%

Meter and Service lines ’ see H-3, page 4

Main Extension Tariff : at Cost at Cost

(a) Charges applicable 1o water service.

(b) Minimum charge times number of full months off the system. per Rule R14-2-403(D).

(c) Greater of $5.00 of 1.5% of upaid balance.

(d) Afer horus service chamge is-appropirate when it is at the customer's requres or convenience. It compensates the utility
for additional expenses incurred for providing after-hours services. It is appropriate to apply this charge for any utility
service provided after hoursat the customers request or for the customer’s converience.

{e) Per ACC Rules R14-2403(B) Residential - two times the average bill.

Commercial - two and one-half times the average bill.

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-409D(5).

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities Exhibit !

“Test Year Ended December 31, 2012 Proposed Final Schedule H-3
Meter and Service Line Charges Page 4
: - Witness: Bourassa

Line
No.

i

2  Refundablie Meter & rvice Line Cha

3

4 Present . Proposed

5 Present Meter Proposed Meter

6 Service Install- Total Service Install- Total

7 Line ation Present Line ation Proposed

. 8 " Charge Charge Charge Charge Charge Charge

9  5/8x3/4 Inch $ 38500 S 13500 § §20.00 § 44500 $ 15500 § 600.00

10 3/4Inch 385.00 215.00 600.00 445.00 255.00 700.00

11 Ilnch 43500 255.00 690.00 495.00 . - 315.00 810.00

12 112inch 470.00 465.00 . 935.00 550,00 525.00 1,075.00
13 2 Inch/ Turbine 630.00 965.00 1,595.00 At Cost AtCost . AtCost
14 2 Inch/ Compound 630.00 1,690.00 2,320.00 At Cost At Cost At Cost

15 3 iInch/Turbine : 805.00 1,470.00 : 2,275.00 At Cost At Cost At Cost

16 -3 Inch/ Compound 845.00 226500 3,110.00 At Cost At Cost At Cost

17 - 4 Inch/ Turbine 1,170.00 2,350.00 3,520.00 At Cost At Cost At Cost

18 4 inch/Compound 1,230.00 3,245.00 4,475.00 AtCost =~ AtCost At Cost

19 6Inch/Turbine 1,730.00 4,545.00 6,275.00 At Cost At Cost At Cost

20 6 Inch/Compound 1,770.00 6,280.00 8,050.00 At Cost At Cost At Cost

21 8Inch & Larger At Cost -At Cost AtCost - At Cost At Cost At Cost

22

ot

24 .

25 N/T=No Taiff
126

27

28  Hydrant Meter Deposit* Present Proposed

29 ‘Charge Charge

30 5/8x3/4Inch . . S . 13500 § 135.00

31 3/41Inch : 215.00 215.00

32 1linch ’ o 255.00 255.00

33 112Inch 465.00 465.00

34 2 Inch/Turbine 965.00 965.00

35 2 Inch/Compound : 1,690.00 1,690.00 -~ - -

36 3 Inch/Turbine 1,470.00 1,470.00

37 3Inch/Compound 2,265.00 '2,265.00

38 4 Inch/Turbine ’ : 2,350.00 2,350.00

39 .. 4 Inch / Compound _ 3,245.00 3,245.00

40 6 inch/Turbine 4,545.00 © 4,545.00

41 6 inch / Compound 6,280.00 6,280.00

42 8 Inch & Larger o : At Cost At Cost

43

44 * Shall have a non-interest bearing deposit of the amount indicated , refundable in its entirety upon return of
45  the meter in good condition and payment of the final bill.

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Water Division dba Liberty Utilities . Exhibit .
Test Year Ended December 31, 2012 Proposed Final Schedule H-3
Hook-Up Fees - Page 5
' Witness: Bourassa
Line
No.
1
2 Offite Facilities Hook-up Fee
3 .
4 Present Proposed
5 Charge Charge
6 5/8x3/4Inch $ 1,800 $ 1,800
7 3/4Inch 2,700 2,700
8§ llnch _ T 4,500 4,500
9 112Inch : ) 9,000 - 9,000
10 2Inch 14,400 14,400 .
11 3Inch 28,800 28,800
12 4Inch ' 45,000 45,000
13 6 Inch or Larger 90,000 NT
14  6Inch NT 90,000
15 8Inch ‘ _ NT 144,000
16 10Inch NT 310,500
17 12Inch NT 967,500
18
19
20
21 NT=No Tariff
22 : -
23
24
25
26
27
28
29
30
31
32
33
34
35
36

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastew ater Division - dba Liberty Utiiities
Test Year Ended December 31, 2012
Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit

Proposed Final Schedule A-1
Page 1

Witness: Bourassa

Fair Value Rate Base $ 24,190,673
Adjusted Operating income 1,811,197
Current Rate of Return 7.90%
Required Operating Income $ 2,118,051

Required Rate of Retumn on Fair Value Rate Base 8.76%
Operating income Deficiency $ 206,854

Gross Revenue Conversion Factor 1.8486
increase in Gross Revenue

Regquirement $ 341,225
Adjusted Test Year Revenues $ 10,382,796
Increase in Gross Revenue Revenue Reguirement $ 341,226
Proposed Revenue Requirement $ 10,704,021
% Increase 3.28%

Customer Present Proposed Doliar -Percent
Ciassification : Rates Rates Increase increase
Residential : $ 7,214,632 $ 7,466,283 § 251,852 . 3.49%
Residential - Low Income 23,882 24,694 832 3.49%
Residential HOA 145 67,843 70,209 2,366 3.48%
Residential HOA 172 80,475 83,282 2,807 3.49%
Residential HOA 560 262,013 271,152 9,138 3.49%
Muiti-Unit 3 10,423 10,788 366 3.51%
Multi-Unit 5 4,524 4,683 159 3.51%
Muiti-Unit 6 6,848 7,192 244 3.51%
Multi-Unit 7 108,439 113,279 3,840 3.51%
Multi-Unit 8 6,048 7192 244 3.51%
Multi-Unit 13 62,102 . 84,281 2,179 3.51% -
Multi-Unit 15 267,082 276,455 9,373 3.51%
Multi-Unit 16 6,048 7,192 244 3.51%
Multi-Unit 17 7.383 7,642 259 3.51%
Muiti-Unit 22 8,554 9,889 335 3.51%
Multi-Unit 43 18,674 19,329 655 3.51%
Multi-Unit 78 33,874 35,063 1,189 3.51%
Multi-Unit 84 36,480 37,760 1,280 3.51%
Muiti-Unit 123 106,833 110,582 3,749 3.51%
Multi-Unit 282 122,467 126,765 4,298 3.51%
Small Commercial 75,004 77,725 . 2,831 3.50%
Regular Dom estic 438,612 453,960 15,348 3.50%
Restaurant, Motels, Grocery, Dry Cleaning 375,664 388,810 13,147 3.50%
Wigwam Resort - Per Room 143,312 148,342 5,029 351%
Wigwam Resort - Main 17,200 17,802 602 3.50%
Elementary Schools 70,174 72,830 2,456 3.50%
Middle and High Schools 55,039 56,965 1,926 3.50%.
Community Coliege 21,327 22,074 747 3.50%
Effiuent Sales 72,867 72,967 - 0.00%
Revenue Annualiization 126,683 131,217 4,534 3.58%
Subtotal $ 8,854,576 $ 10,196,206 $ 341,629 3.47%
Other Water Revenues 508,220 508,220 - 0.00%
Reconciling Amount - (404) (404) 0.00%
Rounding - 0.00%
Total of Water Revenues $ 10362796 $ 10704022 $ 341,225 3.29%
SUPPORTING SCHEDULES:

B-1
C-1
c-3
H-1

DECISION NO.




DOCKET NO. SW-01 428A- 13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit

Test Year Ended December 31, 2012 Proposed Final Schedule B-1
Summatry of Rate Base Page 1
Witness: Bourassa
Line Original Cost ~ Fair Value
No. Rate base Rate Base
1
2 Gross Utility Plant in Service $ 74,460,070 3 74,460,070
3 Less: Accumulated Depreciation 13,548,214 13,548,214
4
5 Net Utility Plant in Service $ 60,911,856 $ 60,911,856
6
7 Less: )
8 Advances in Aid of Construction o 11,645,290 11,645,290
9 . .
10 Contributions in Aid of Construction 28,376,915 ’ 28,376,915
11
12 Accumulated Amoriization of CIAC (4,153,301) (4,153,301)
13 )
14 Customer Meter Deposits . 81,661 ) 81,661
15 Customer Security Deposits _ 163,774 . 163,774
16 Accumuiated Deferred income Tax 606,843 606,843
17 ' T
18
19 Plus:
20 Unamortized Finance
21 Charges - . -
22 Deferred Tax Assets - -
23 Allowance for Working Capital - -
24
25 . 7 . o
26 Total Rate Base $ 24,190,673 $ 24,190,673
27 -
28
29
30
31
32
33
34
35
36
37
38
39
40
41  SUPPORTING SCHEDULES:
42 B-2
43 B-3
44 B-5
45 E-1
46
47
48
49
50

DECISION NO.




Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments

c
3
]

3ow~4mu-:swm-|§

Gross Utility
Plant in Service

Less:
Accumulated
Depreciation

Net Utility Plant
in Service

" Less:

Advances in Aid of
Construction

Contributions in Aid of
Construction - Gross

Accumulated Amortization of CIAC

Customer Meter Deposits
Customer Security Deposits
Accurnulated Deferred Income Tax

Plus:

Unamortized Finance
Charges

Prepayments

Materials and Supplies

Working capital

Total

SUPPORTING SCHEDULES:
B-2, pages 2 :
E-1

Adjusted
at
End of
Test Year

$ 74024532
13,244,186
$ 60,780,346

11,645,290

28,470,485
(4,446,775)
95,892

155,440
882,318

$ 23877697

Proforma
Adjustment.

435,538

304,027

(93,570}
293,475
(14,231)

. 8334
(375,475)

DOCKET NO. SW-01428A-13-0042 ET AL.

Exhibit

Proposed Final Schedule B-2
Page 1

Witness: Bourassa

Rejoinder
Adjusted
at end
of
Test Year

$ 74,460,070

13,548,214

$ 60,911,856

11,645,290

28,376,915
(4,153,301)

81,661
163,774
© 606,843

3 24,180,673

RECAP SCHEDULES:
B-1 :

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

IS
8'€ o) 1 '¢sabed 'z2-g 0
HOS ONIIYOddNS B
re— _ . 8 S
BEG'GEY $ eajAIag-UHUEld 0} JueunsnipY Ly A
. ; ar
BES'SEY $ 8ojIag-UIHUE|d U (esea108p) aseaOU]  SF Z
. ’ . g Ui
. Tzesveo vl  $ ) : ) . syoog Jod sOIBS-ul-juBld Eb m
: (4 w2
_oioogy'ye  $ 0 $ or'e) $ (ci9'9) $ (ovg'vei) ¢ esi'zi $_gvv'ser $ €v'lez  § z2l20f $ 2eg'veove 8 ) SWIOL 17 a
- : asf) aumng Joj pieH 1ueld ov 0
- 6¢
- - - 8¢ A
- - - 1€
- - - o
- ) - . . . ) - ge
- - . ) - iueld 8jqibuel Jel0 BBE Ve
LEF'SLY . . (GSS'E) 968'g)y dinb3 uopeaunuwe) ge6e €€
G09'9 - (gg¥'12) N 060'82 i dinb3 pawsadp samod GBE  2€
v81'L81 - ) oc8 : are'ost dinb3 liojeioge #6€ L€
056'621 - (189's1) 1e9'spl : dinb3 efeieg puy doys ‘spooy €66  0F
896'8 - 896'8 juswdinby sas0)g 26€ 62
¥61°02 - {eoe'ct) . L6¥'eE i juswidinb3 uopeyodsuel) 16€ 87
- - ) ) - asemyog pue sieindwio) 06 12
ovL'sLe - : orL'sLe juswidnby § aimjung 8OWO 06€ 62
£28°cE8 - €8l'e (vos) (soo0'ew) : 88v'128 ’ ewdinbl g Jueid JamesS JeYI0 68E ST
189'EFE - ’ : c 189'CyE saul] 1eMag §BINO 2BE V2
208'L¥ - i 208'Ly ’ sIemeg Jueld 186 €2
812'29¢e's - evl'oly 000’008 (o00'000°t) 0L¥'Ses's sewdinb3 lesodsiq 1} o8 22
vee'ozy - : yee'ozy wesAs 18I0 PUE 'SUBl| BSNBY GIE 12
092'29 - . ’ 982'29 SUOAIIEY UOANGUISI] 8SNBY PIE 02
olg'ze - 019'19 (sac'ol) 885'12 18¥'68L . yewdinb3 Suidwng 126 61
£6£'008 - £6¢'008 . - sjioM Buinsosy 08 8l
CE5L'v¥ - £6L'vb . Lopej@su| puy sielaly esney joe LI
090°280'% - : . 099'£50'Y ’ S80jlag egney 908  O1
829'28 - ‘ B19'0e . . oiTer i : seojas() Guumsesyy mold $9E G
061'9L - - o6l'eL $0OJIBG JBWOISND €98 Vi
- - - saunjonng Buposyo)) epadg Zoe €1
S¥T'826'1E - . 051 F ) ) ‘ 089'088'1€ AyaeIO 818MOS UOIBHOD 19E 21
165'z0b't - ' , 165'z81't poaI0] I8MBS UOROBHDD. 08E |1
2€6'209 0 {oo¥) ’ Z£€'e09 uopgseuss) Jemod GSE O
0Z6'129'v2 - . (eze'el)) (01 1's2s) ooo'eel  (680'82) ¥EL'180' vie'eoz've sjuoweAaldul g SaINPRAS $SE . 6
g56'ce8'L 0 . (gov'e) @iz . 285'068'H pue) ese 8
- - L - asjpoueij 268 L
- - : L - uogeziuefly 1GE 9
L] ORNRIINY o] UoneSjRieped  SEORAN fesnpue Udpesnsseped  dfrodL SiUswened ueld %05 . ORdIDSe3 ON &
[=0ET) iuBld sjloucoey) 0} pus ajesydng pasq JoN e |enoy JgeA 88l . deap ise) reuBio ' R
paisnipy sjustnsnipy siusweIfey tueld i . 180d is0d paisnfpy : : €
Jepujofey) ' ’ ) ' . z
H 5 El 3 4] 3 -] v 3
il B , : - ON
8uN)
esseIN0g SSSUIM , : | Jequiny jusunsnipy .
¢ obed : sjusunsnipy eudojold eseg eiey 1509 feuibuo
Z-8 einpewps jev)d pesodoid Z10Z ‘)€ Jequisaaq popug Jeep 1sa L

nawx3 sepRA A318q]7 Rap - UOISIAIQ 16} M - D #IALG Yivd PISUUNIT




Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities

toonslmmhwn-xkzg'

43
44
45

Test Year Ended December 31, 2012 -
Original Cost Rate Base Proforma Adjustments
Adjustment Number1-A

Post Test Year Plant True-up

Acct. .
No. Description
380 Treatment & Disposal Equipment  remove amount proposed in Direct

354 Structures & improvements True-up to Final Costs
371 Pumping Equipment True-up to Final Costs

" Net Adjustment

SUPPORTING SCHEDULE
Testimony
Work papers

DOCKET NO. SW-01428A-13-0042 ET AL.

-Exhibit

Proposed Final Schedule B-2
Page 3.1
Witness: Bourassa

Adjustment
$ (1,000,000)

$ 1,081,134
21,588

Sz

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Line

Post Test Year Plant Retirements

Acct
No. Description

380 Treatment & Disposa! Equipment  frue-up to actual cost

cocoqmu-a_wm-lcz,

10 354 Structures & Improvements

12 371 Pumping Equipment

41 Net Adjustment

43 SUPPORTING SCHEDULE
44 Testimony

380 Treatment & Disposal Equipment  remove amount proposed in Direct

Exhibit

Proposed Final Schedule B-2
Page 3.2

Witness: Bourassa

Adjustment
$ 300,000

(28,089)

(10,368)

$ 261,543

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 -C

Accrual True-up

Acct.

No. Description

354 Structures & improvements
396 - Communication Equip

Net Adjustment

SUPPORTING SCHEDU
Staff Adjustment #3

Exhibit

Proposed Final Schedule B-2
Page 3.3

Witness: Bourassa

Cost
$ 199,000
(3.555)

$ 195445

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Divigion - dba Liberty Utilities
Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - D

Plant Reclassification

Acct.

No. Description

354 Structures & improvements

361 Collection Sewers Gravity

- 364 Flow Measuring Devices

371 - Pumping Equipment

380 Treatment & Disposal Equipment
389 Other Sewer Plant & Equipment
393 Tools, Shop And Garage Equip -
394 Laboratory Equip

395 Power Operated Equipment

Net Adjustment

SUPPORTING SCHEDULE
Staff Table 6 - Reclassification

Testimony

Exhibit

Proposed Final Schedule B-2
Page 3.4

Witness: Bourassa

Cost

$ (525,110)
41,564
36,618
61,670
476,749
(43,005)
(15,681)

836
(21,485)

$ 12156

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit :
Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 3.5
Adjustment Number 1 - E Witness: Bourassa

Line
Plant Not Used and Useful
Acct.
No.  Desgcription . Cost

353 Land . $ (11,217)
354 Structures & improvements . . (113,329)

&omﬂmmhum—-lg

39 o -

40 Net Adjustment $ (124,546)

43 SUPPORTING SCHEDULE
44 Staff Adjustment #6

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit
Test Year Ended December 31, 2012 : Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 36
Adjustment Number 1 - F ) Witness: Bourassa

Line

Duplicate Invoices

Amt LR S
No. Description ‘ ' Cost ‘
355 Power Generation - {400)

389 Other Sewer Plant & Equipment . (864)

40  Net Adjustment . S $ (4,673)

43 SUPPORTING SCHEDULE
44  Staff Adjustment #7

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 3.7
Adjustment Number 1 -G Witness: Bourassa

c
®

Retirements

Acct. ) .
No. Description Year o ' Adiustment
391 - Transportation Equipment 2008 : H (7.110)

00\‘0(’!&@’0-‘%

$ 110

Reclassificati

12 . Acct Year

13  No. Description Year  Reflected on B-2 Plant! Adjustment
14 391 ‘Transportation Equipment ’ see below $ (6,193)
15 380 Other Sewer Plant & Equipment 2008 - 2008 . 8,183

-
-

40 * Total Adjustment . o $ 110

42 SUPPORTING SCHEDULE
43 Work papers - Supplemental Response to RUCO 6.0t

45 ' Postlast test year end daie
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Libarty Utilities . Exhibit

Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 3.8
: Adjustment Number 1 - H Witness: Bourassa
Line
No.
1 Reconciliation of Plant to Plant Reconstruction
2 : : Rejoinder Rejoinder
3 Adjusted ) ~ Adjusted Plant
4 Acct. - Orginal B-2 Orginal Per
5  No. Description Cost justments Cost Reconstruction  Difference
6 - 351 Organizafion $ - 8 - 8 - $ - § -
7 352 Franchise - - - - -
8 353 Lland . 1,850,582 (14,626) 1,835,856 1,835,956 0
. 354  Structures & Improvements 24,208,314 613,606 24,821,820 24,821,920 -
10 355 Power Generation 603,332 (400) 602,932 602,932 0
" 360 Collection Sewer Forced 1,162,597 : - 1,162,597 1,162,597 -
12 381 Collection Sewers Gravity 31,886,680 41,564 31,928,245 31,928,245 . -
13 362 Special Collecting Structures - - - - -
14 363 Customer Services . 76,190 - 76,180 76,190 -
15 364 Flow Measuring Devices . 46,210 36,618 82,828 82,828 -
16 366 Reuse Services - 4,057,660 -~ - - 4,057,660 4,057,660 -
17 367 Reuse-Meters And Installation 44,753 - 44,753 44,753 -
18 370 Receiving Wells 860,383 - 860,393 860,393 . -
19 371 Pumping Equipment 799,481 72,830 S 872,370 872,370 -
20 374 Reuse Distribution Reservoirs 62,286 - 62,286 62,286 -
21 375 Reuse Trans. and Dist. System 420,334 - 420,334 420,334 w
22 380 Treatment & Disposal Equipment 5,585,470 (223,251) 5,362,219 5,362,219 -
23 381 Plant Sewers - 47,802 - 47,802 47,802 -
24 382 Outfall Sewer Lines 343,681 - 343,681 343,681 -
25 389 Other Sewer Plant & Equipment’ . 871,498 (37,675) 833,823 833,823 -
26 380  Office Fumniture & Equipment 275,740 : - 275740. . 275740 .
27  390.1 Computers and Software - - - - - -
28 © 391 Transportation Equipment 33497 (13,303) 20,194 20,194 -
29 '382 Stores Egquipment ’ 8,968 - 8,968 ’ 8,968 .
30. 393 Tools, Shop And Garage Equip 145,631 (15.681) 129,950 129,950 -
31 394 Laboratory Equip 186,348 836 187,184 187,184 -
32 395 .. Power Operated Equipment 28,090 (21,485) 6,605 6,605 -
33 396 Communication Equip 418,996 . (3,555) . 415441 PAEA t -
34 398 Other Tangible Plant - - - - . -
35
36
37
38
39
40 Plant Held for Future Use ) -
41 TOTALS $ 74024532 § . 435537 § 74460089 § 74,460,070 $ 0
42 :
43

44 SUPPORTING SCHEDULE
45 B-2, pages 3.1 through 3.7
46  B-2, pages 3.0 through 3.13
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DOCKET NO. SW-01428A-13-0042 ET AL.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchﬁeld Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit

Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.1
Adjustment Number 2 - A - Witness: Bourassa

A/D -Post Test Year Plant Retirements

Acct.
No. Description Adjustme
380 Treatment & Disposal Equipment  remove amount proposed in Direct $ 300,000

380 Treatment & Disposal Equipment  true-up to actual cost .
354  Structures.& Improvements (28,089)

371  Pumping Equipment ' , : (10,368)

3‘5,‘3330mqmmgww-|§%

~ Subtotal - " $ 261543
16 Half-year Depreciation on Post-Test Yeaf Plant

19  Acct ‘

20 No. Description ) Cost Depreciation Rate Years

21 354 Structures & |mprovements $ 1081134  333% 050 § 18,001
22 371 Pumping Equipment 21,588 12.50% 0.50 1,349

O
Q

24 Subtotal ‘ : L $ 19,350

41 Net Adjustment ' $ 280,893

43 SUPPORTING SCHEDULE
44 Testimony

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.2
Adjustment Number 2 - B Witness: Bourassa

Line
No.
A/D - Accrual True-u

Acct, ' Orginal

No. Description : Cost Depr Rate Years AD
354 Striictures & improvements 199,000 - 8.33% 0.50 3,313
396 Communication Equip : : {3,585) 10.00% - 0.50 (178)

OONOO L WN -

40 Net Adjustment . o $ 3,136

43 SUPPORTING SCHEDULE
44  Staff Adjustment #3 ’
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DOCKET NO. SW-01428A-13-0042 ET AL.

Exhibit -

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012 Proposed Final Schedule B
Original Cost Rate Base Proforma Adjustments Page 4.3

Adjustment Number 2 - C Witness: Bourassa

Line

No.
1 A/D - Plant Reclassification
2
3
4 Acct. "~ Depr Plant AD
5 No. Description Year Rate Years Adjustment Adjustment
6 354 Structures & improvements 2009 3.33% 35 $ (465,350) § (54,237)
7 354 Structures & Improvements 2011 3.33% 1.5 - -
8 354 Structures & improvements 2012 3.33% 0.5 (59,760) (995)
9  Subtotal $ (525,110) $ (55,232)
10 361 Collection Sewers Gravity 2009 2.00% 35 41,564 2,910
1" 361 Coliection Sewers Gravity 2011 2.00% 1.5 - -
12 361 Coliection Sewers Gravity 2012 2.00% 0.5 - -
13  Subtotal ‘ $ 41564 $ 2910
14 364 Flow Measuring Devices -2009 10.00% 35 36,618 12,818
15 364 Fiow Measuring Devices 2011 10.00% 1.5 - -
16 364 Flow Measuring Devices 2012 10.00% 0.5 - -
17  Subtotal - v ' _ $ 36618 $ 123816
18 371 Pumping Equipment 2009 12.50% 35 . 5,048 2,208
19 371  Pumping Equipment 2011 12.50% 1.5 6,000 1,125
20 371 Pumping Equipment 2012 12.80% 0.5 50,622 3,164
21 Subtotal . ' $ 61670 $ 6,497
22 380 Treatment & Disposal Equipment 2009 5.00%" 35 424,288 74,250
23, 380 Treatment & Disposal Equipment 2011 5.00% 15 6,156 462
24 380 Treatment & Disposal Equipment 2012 5.00% 0.5 46,304 1,158
25 . Subtotal ‘ . $ 476,749 $ 75,870
26 388 Other Sewer Plant & Equipment 2009 6.67% 35 (43,005) (10,039)
27 388 Other Sewer Plant & Equipment 2011 6.87% 1.5 - -
28 389 Other SewerPlant & Equipment -~ 2012 667% . 05 - -
29 Subtotal ' ] LT e s $ (43,005) § (10,039)
30 393 Tools, Shop And Garage Equip 2009 5.00% 35 - -
31.. 393  Tools, Shop And Garage Equip 2011 5.00% 1.5 - -
32 393 Tools, Shop And Garage Equip 2012 5.00% 0.5 {15,681) (382)
33 Subtotal $ (15,681) § (392)
34 394 Laboratory Equip- 2009 10.00% 35 836 293
35 384 Laboratory Equip 2011 10.00% 1.5 - -
36 394 Laboratory Equip 2012 10.00% 0.5 - -
37 Subtotal $ 836 $ 293
38 395 Power Operated Equipment 2009 5.00% 35 - -
39 395 Power Operated Equipment 2011 5.00% 15 - -
40 395 Power Operated Equipment 2012 5.00% 0.5 (21,485) (537)
41 . Subtotal - $ (21,485) § (537)
42
43 '
44 Net Adjustment $ 12156 § - 32,185
45
46 SUPPORTING SCHEDULE
47 Staff Table 6 - Reclassification
48 Testimony

49
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit :
Test Year Ended December 31,2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.4
Adjustment Number 2 - D Witness: Bourassa

Line
A/D Plant Not Used and Useful
Acct. ' Orginal
No. Description Cost Depr Rate Years AD

353 Land ‘ (11,217) 0.00% 3.50 -
354 Structures & improvements (113,329) 3.33% 1.50 (5,661)

wmﬂwmawmalg

40 Net Adjustment $ (5,661 )

43 SUPPORTING SCHEDULE
- 44  Staff Adjustment #6

DECISION NO.



Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities

Line

tocoslowm-bwm-a-loz

40

43
44
45

Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - E

AJ/D Duplicate invoices

DOCKET NO. SW-01428A-13-0042 ET AL.

Exhibit

Proposed Final Schedule B-2
Page 4.5

Witness: Bourassa

Acct. Orginal
No. Description Cost Depr Rate Years AD
353 Land $ (3,409) 0.00% 250 § -
355 Power Generation (400) 5.00% 3.50 (70)
© 389 Other Sewer Plant & Equipment (864) 6.67% 2.50 (144)
Net Adjustment $ {214)
SUPPORTING SCHEDULE
Staff Adjustment #7

DECISION NO.




SszqmmawN-alg

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012 :
Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - F

Accumulated Depreciation - Piant Additions in Wrong Years

Acct.

Description

Organization

Franchise

Land

Structures & Improvements
Power Generation

Collection Sewer Forced
Coilection Sewers Gravity
Special Collecting Structures
Customer Services :
Flow Measuring Devices

Reuse Services

Reuse Meters And installation
Receiving Wells

Pumping Equipment

Reuse Distribution Reservoirs
Reuse Trans. and Dist. System
Treatment & Disposal Equipment
Plant Sewers

Outfall Sewer Lines

Other Sewer Plant & Equipment
Office Fumiture & Equipment -
Computers and Software
Transportation Equipment

- Stores Equipment: -
_“Tools, Shop And Garage Equip

Laboratory Equip - .

Power Operated Equipment
Communication Equip -
Other Tangible Plant

Plant Held for Future Use
TOTALS

SUPPORTING SCHEDULE
B-2, pages 4.1 through 4.3
B-2, pages 3.6 through 3.10

DOCKET NO. SW-01428A-13-0042 ET AL.

Exhibit ’
Proposed Final Scheduie B-2
Page 4.6

Witness: Bourassa

-Depreciation
Correction

$ 771

DECISION NO.
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Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - G

Retirements A/D

Acct

Ng_.. Description Year of Refirement
341 Transportation Equipment 2008

Total

Reclassificafions AD

Acct. ) ] S v -Depr
" No. Descrition Year " Rale Years'
341 Transportation Equipment 2008 20.00% 4125

=

Subtotal

388 Other Sewer Plant & Equipment 2008 6.67% 4125

Subtotal

Total

Total Adjustmer'lt'

SUPPORTING SCHEDULE
Schedule B-2, page 3.6
Work papers

' Post last test year end date

DOCKET NO. SW-01428A-13-0042 ET AL.

Exhibit

Proposed Final Schedule B-2
Page 4.7

Witness: Bourassa

(7.110)

$ , 10

Plant AD

L Adiustment
$ (6,193) $ . (5,109)

$-  (8193) §  (5,109)

$ 6,193 § 1,704
$ 6,193 $ 1,704

$ (3405

$ !10,5152

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities

Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - H

Reconciliation of A/D to A/D Reconstruction

Adjusted
Acct. Orginal B-2
No.  Description Cost - Adjustments
351 Organization : $ - $ S |
352 Franchise - -
353 Land - ..
© 354 Structures & Improvements 3,773,984 (61,188)
355 Power Generation 222,393 (70)
360 Collection Sewer Forced {108,004) ' -
361 - Collection Sewers Gravity 5,222,855 3,317
362 Special Coliecting Structures - -
363 Customer Services - 2082 7 -
364 Flow Measuring Devices 38,453 . 12,816
366 Reuse Services 825,858 23
367 Reuse Meters And Installation 21,845 -
370 Receiving Welis 297,089 -
371 Pumping Equipment 276,747 (2,521)
374 Reuse Distribution Reservoirs 8,088 -
375 Reuse Trans. and Dist. System 48,106 . 803
380 Treatment & Disposal Equipment 1,551,633 375,870
381 Plant Sewers 16,686 -
382 Outfall Sewer Lines 118,892 ] -
389 Other Sewer Plant & Equipment - 234145. . | (8,480}
390 Office Fumiture & Equipment ~ . - - . 122,510 C -
390.1  Computers.and Software ’ - oo -
391. Transportation Equipment - E 33.497 ¢ {12,219)
392 'Stores Equipment 3,681 L.
393 Tools, Shop And Garage Equip i 25,027 (392)
394 Laboratory Equip 135,667 ’ 293
© 395 Power Operated Equipment 702 (537)
396 - Communication Equip 373,237 (178)
398 Other Tangible Plant - -
Plant Held for Future Use
TOTALS $ 13,244,186 § 307,535 §

Rejoinder

" Adjusted

Orginal
Cost

3,712,796
222,323
(109,004)

5,226,172

2,092
51,268
825,882
21,945
297,089
274,226
8,088
48,908

1,927,403 -

16,686

118,892

225,666

. 122,510

21,278

- 3,681
24,635
135,859
165
373,059

Exhibit

Proposed Final Schedule B-2

Page 4.8
Witness: Bourassa

Rejoinder
Plant
Per

Reconstruction . Difference
$ - § -

3.712,7%
222,323 .
(109,004)

5,226,172

2,002
51,266 -
825,882
21,945
297,089
274,226
8,088
48,508
1,927,403
16,686
- 118,892
225,666 -
122,510

17,770
3,681
24,635
135,959
165
373,050

0

SUPPORTING SCHEDULE
B-2, pages 4.1 through 4.7
B-2, pages 3.9 through 3.13

13,551,721 § 13,548,214 § (3,508)

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastowater Division - dba Liberty Utilities Exhibit .
Test Year Ended December 31, 2012 Propased Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.9

Adjustment Number 2 - H Witness: Bourassa

Line

if-year iation on Post-Test Year P|

No. Descripfio Cost  DeprecigionRate  Years  Adiustment
354 Structures & improvemenis $ 4,081,134 3.33% 0.50 18,001
371 Pumping Equiprpent 21,5688 12.50% 0.5(_)_ ‘ 1,349

;ooosnmu-:s,un-alg

25 Total : o ‘ i © 7§ 18,350

39 Total Adjustment ' ' ‘ 3 19350 -
T

41 SUPPORTING SCHEDULE
42 Schedule B-2, page 3.1

43  Tesfimony

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
' Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment 3

Contributions-in-Aid of Construction (CIAC) and Accumulated Amortization

Gross
CIAC

Computed balance at 12/31/2012 $ 28,376,915

Adjusted balance at 12/31/2012 $ 28,470,485

Exhibit

Proposed Final Scheduie B-2
Page 5

Witness: Bourassa

Accumulated
Amortization
$ 4,163,301

$§ - 4448775

©o~NDO awn-lozg

£

Increase (decrease) (83,570)

12 - Adjustment to CIAC/AA CIAC $ {93,570)

$ (293,475)

§o 293 475

13 Label : 3a

19 _'SUPPORT!NG SCHEDULES
20 E-1 .
21 - B-2,page5.1-53

3b

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012
Original Cost Rate Base Proforma Adjustments
Adjustment Number 5

Customer Security D it
Customer Security Deposits per Staff
Adjusted Customer Security Deposits

Adjustment to Customer Security Deposits based upon a 13 month average

PPORTING SCHEDULE
Staff Adjustment #10

Exhibit

Proposed Final Schedule B-2
Page 7

Witness: Bourassa

$ 163,774
$ 155,440

$ 8,334 » -
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities . Exhibit -
' Test Year Ended December 31, 2012 Proposed Final Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 8 ‘
Adjustment Number 6 . Withess: Bourassa

E

Customer Meter Deposits per RUCO $ 81,661

Adjusted Customer Mater Deposits $ 95,892

Adjustment to Customer Meter Deposits based upon a 13 month average $ (14,231)

Line
No.
1
2
3
4
5
6
7
8
9

42 SUPPORTIN HEDUL
43 RUCO Adjustment #5
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule
Computation of Working Capital ) Page 1
Wiiness: Bourassa

Line

No.
1 Cash Working Capital (1/8 of Allowance
2 Operation and Maintenance Expense) $ 777,666
3 Pumping Power (1/24 of Pumping Power) 25,068
4 Purchased Water {1/24 of Purchased Water) 1,111

" 5  Prepaid Expenses

6
7
8 » .
9. Total Working Capital Allowance : $ 803,845
10 ) —
11
12  Working Capital Requested $ -
13
14
15 . . .
16 g ' Rejoinder
17 Adjusted Test Year
18. Total Operating Expense - ‘ $ 8,451,598
19 Less:
20 Income Tax . $ 1,033,417
21 Property Tax 547,273
22  Depreciation ' ’ 21,291
23 Purchased Water , 26,656
24 Pumping Power : - 601,635
25 Allowable Expenses $ 6,221,326
26  1/8 of aliowable expenses s 771,666
27
29 SUPPORTING SCHEDULES: RECAP SCHEDULES:
30 E-1 B-1
31
32
33
34
35
36
37
38
39
40
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit

Test Year Ended December 31, 2012 Proposed Final Schedule C-1
Income Statement Page 1
. Witness: Bourassa
Adjusted . Rejoinder- - Proposed Adjusted -
Test Year . Adjusted Rate with Rate
Results Adiustment Results increase Increase
Revenues
Metered Water Revenues $ 9,853,383 1193 § 9,854,576 § 341,225 $ 10,195,801
Unmetered Water Revenues - - - ! -
-Other Water Revenues 508,220 - 508,220 508,220
$ 10,361,603 1,193 $ 10,362,796 § 341,225 $ 10,704,021
Operating Expenses . . :
Salaries and Wages $ 1,168,151 - $ 1,168,151 $ 1,168,151
Purchased Water 26,656 - 26,656 26,656
Purchased Power 601,635 - 601,635 601,635
Slude Removal Expense 234,883 3,423 238,316 238,316
Fuel for Power Production - - - -
Chemicals 357,886 - 357,986 357,985
Materials and Supplies 86,994 - 86,994 86,994
Management Services - US Liberty Water 1,468,058 (9,941) 1,459,117 1,459,117
Management Services - Corporate 698,951 - 698,951 698,951
Management Services - Other - - - -
Outside Services - Accounting ‘2,181 - 2,81 2,181 -
Qutside Services - Engineering - - - s -
Outside Services- Other 222,303 - 222,303 222,303
Outside Services- Legal 25,748 - 25,746 25,746
Water Testing 57,735 (27,078) 30,657 30,657
Rents - Office 40,007 - 40,007 40,007
Equipment Rental 3,076 - 3,076 3,076
Transportation Expenses 26,465 - 26,465 26,465
Insurance - General Liability 57,823 - 57,823 57,823
Insurance - Vehicle 11,506 - 11,506 11,506
. Reg. Comm. Exp. - Other 14,189 - 14,189 14,189
Reg. Comm. Exp. - Rate Case 74,200 - 74,200 74,200
Miscslianeous Expense 77,283 3,498 80,791 80,791
Bad Debt Expense ) 45215 (23,924) 21,291 21,291
Depreciation and Amortization Expense 1,508,785 24,122 1,622,887 1,622,887
Taxes Other Than Income - - - - -
Property Taxes 576,026 (28,753) 547,273 6,022 553,295
income Tax ~ 1,013,153 20,264 1,033,417 128,350 . 1,161,767
Total Operating Expenses $ 8,489,987 $ (38,388) $§ 8451598 $ 134371 § 8585970
Operating income $ 1,871,646 S 39,581 § 1811,1987 § 206,854 § 2,118,051
Other income (Expense) - :
interest.income - - - -
Other income - - - -
Interest Expense (259,945) 14,252 (245,693) (245,893)
“Other Expense - - - -
Total Other income (Expense) $ (258,945) 14252 8 (245693) § - $  (245693)
Net Profit {Loss)- - $ 1611671 53,833 $ 1665504 § 206,854 § 1,872,358
SUPPORTING SCHEDULES: . . RECAP SCHEDULES:
C-1, page 2 A-1
E-2
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit

Test Year Ended December 31, 2012 Proposed Final Schedule C-2
Adjustments to Revenues and Expenses ) Page 1
Witness: Bourassa
Line Adiustments fo Revenues and Expenses
No. 1 2 3 4 5 § Subtotal
1 : Corporate Comporate interest
2 Property Water Allocation Aliocation on
3 Depreciation Jaxes Testing True-up Expense  Customer Dep,
4  Revenues -
5 .
6 Expenses 24,122 (28,753) (23,668) (7.420) (2.521) 5,346 (32,894)
7
8  Operating
9 Income {24,122) 28,753 23,668 7.420 2.521 (5,346) 32,894
0 . - ’ . :
11 Interest L . i
12 Expense ) . -
13 Other
14  income/ -
15  Expense
16 o
17 Net Income _(24.122) 28,753 23.668 7,420 2‘521 5,346 32,894
18
19
20 [:] nues 1}
21 : I 8 g 10 n 12 Total
22 Revenue Bad Intentionally
23 Expense Debt Misc. Interest income Left
24 Annualization Expense Expense Synch. ’ Taxes Blank
25 Revenues 1,183 . 1,193
26 . ) . . .
27 __Expenses (1.493) (23,924) (342) - 20,264 - (38,388)
28
29 Operating B
30 Income 2,886 23,824 342 - (20,264) . - 39,581
31 ’ 4 ) .
32 Interest .
33 Expense - 14,252 14,252
34 Other
35  Income!/ -
36 Expense
37 : .
38 Net income 2,686 23,924 342 14,252° {20,264) - - ' '53,833
38
40

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit

Test Year Ended December 31,2012 Proposed Final Scheduie C-2
Adjustments to Revenues and Expenses Page 2
Adjustment Number 1 Witness: Bourassa

reciation ns

Line
No.
1
2 Adjusted
3 Acct : Original Proposed Depreciation
4 No. Description ) Cost Rates Expense
5 351 Organization - 0.00% -
6 352 Franchise - 0.00% -
7 353 Land 1,835,956 0.00% -
8 354  Structures & improvements 24,821,920 3.33% 826,570
© 9 355 Power Generation 602,832 5.00% - 30,147
10 360 Collection Sewer Forced 1,162,587 2.00% 23,252
11 381 Collection Sewers Gravity 31,928,245 2.00% 638,585
12 362 Special Collecting Structures - - 2.00% - - )
13 363 Customer Services. 76,180 2.00% ) 1,524
14 364 Flow Measuring Devices 82,828 10.00% 8283
15 366 Reuse Services 4,057,660 @~ 2.00% 81,153
16 367 Reuse Meters And Installation 44,753 8.33% 3,728
17 370 Receiving Wells 860,383 3.33% 28,651
18 371 . Pumping Equipment : 872,370 12.50% 109,046
19 374 Reuse Distribution Reservoirs - 62,286 2.50% : 1,557
20 375 Reuse Trans. and Dist. System 420,334 250% 10,508
21 380 Treatment & Disposal Equipment - 5,362,219 5.00% 268,111
22 381. Plant Sewers 47,802 5.00% : 2390 - .
23 382 OQutfall Sewer Lines - 343,681 3.33% 11,445
24 389  Other Sewer Plant & Equipment 833,823 6.67% ) 55,616
25 390 Office Furniture & Equipment 275,740 6.67% 18,382
26 390.1 Computers and Software - 20.00% -
27 391 Transportation Equipment 20,194 20.00% - 4,039
28 392 Stores Equipment 8,968 4.00% 359
29 393 Tools, Shop And Garage Equip : 129,950 5:00% 6,497
30 384 Laboratory Equip 187,184 10.00% 18,718
31 395 Power Operated Equipment . 6,605 - 5.00% . 330
32 386 Communication Equip 415,441 10.00% 41,544
33 398 Other Tangible Plant ] - 10.00% -
34 : - . -
35 . . _ - -
36 -
37 . . B, Ce
38 : . -
39 TOTALS $ 74,460,070 $ 2,190,425
40
41 Less: Amortization of Contributions Gross CIAC Amort. Rate
42 361 Collection Sewers Gravity $ 25,745,608 2.0000% $ (514,912)
43 363 Customer Services 2,631,307 2.0000% § (52,626)
44 ’ i R A 28,376,915 . ) _
45 Total Depreciation Expense . $ 1,622,887
45 o . .
47 Adjusted Test Year Depreciation Expense . 1,688,765
48
49 Increase (decrease) in Depreciation Expense . 24,422
50
51 Adjustment to Revenues and/or Expenses $ 24122
52
53 - SUPPORTING SCHEDULE
54 B-2,page3
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3
o

a‘,§:30mumuaw-~l§:

Company Adjustgd Test Year Revenues

Litchfield Park Service Company - - Wastewater Division - dba Liberty Utilities Ethbit
Test Year Ended December 31, 2012 - Proposed Final Schedule C-2
Adjustment to Revenues and Expenses Page 3
Adjustment Number 2 : . Witness: Bourassa
Property Taxes
Test Year Company
. DESCRIPTION as adjusted Recommended

$ 10362796 $ 10,362,796

Weight Factor 2 2
Subtotal (Line 1 * Line 2) 20,725,592 20,725,582
Company Recommended Revenue 10,362,796 10,704,021
Subtotal (Line 4 + Line 5) 31,088,388 31,429,613
Number of Years 3 3
Three Year Average (Line 5/ Line 6) 10,362,796 10,476,538
Department of Revenue Mutiiplier 2 ’ 2
Revenue Base Vajue (Line 7 * Line 8) 20,725,592 20,953,075
Plus: 10% of CWIP (intentionally exciuded) - -
Less:-Net Book Value of Licensed Vehicles 51,225 51,225
Fult Cash Value (Line 8 + Line 10 - Line 11) 20,674,367 20,901,851
Assessment Ratio 19.0% 18.0%
Assessment Value (Line 12 ® Line 13) 3,928,130 3,971,352
Composite Property Tax Rate - Obtained from ADOR 13.9322% 13.8322%

Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $ 547273 - § 553,295
Tax on Parcels - - -
Total Property Taxes (Line 16 + Line 17) $ 547,273

Adjusted Test Year Propeity Taxes S 576,026

Adjustment to Test Year Property Taxes (Line 18 - Line 18) '!; !28,753!

Property Tax on Company Recommended Revenue (Line 16 + Lme 17) [3 553,295
Company Test Year Adjusted Property Tax Expense (Line 18) $ 547,273
Increase in Property Tax Due to Increase in Revenue Requirement $ 6,022
Increase in Property Tax Due to Increase in Revenue Requirement (Line 24) $ 6,022
Increase in Revenue Requirement $ 341,225
Increase in Property Tax Per Dollar Increase in Revenue (Line 26/ Line 27) 1.76474%

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule C-2
Adjustment to Revenues and Expenses Page 4
Adjustment Number 3 Witness: Bourassa

Water Testing Expens

Line

No.
1
2 .
3 Siudge Removal Expense Adjustment $ 3,410
4 .
5 Water Testing Expense Adjustment (27,078)
6

7
8
g
10 ' —
11 Increase(decrease) in Expense . . $ (23,668)
12 . . . o
13 Adjustment to Revenue and/or Expense $ (23,668)
14 . . .
15

-.16 Reference
17 Testimony
18
19 .
20

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule C-2
Adjustment to Revenues and Expenses Page 5

Adjustment Number 4 ‘ Witness: Bourassa

Corporate Aliccation True-|

Line
No.
1
2
3 .
4 Corporate Aliocation True-Up Adjustment $ (7,420)
5
6
7
8 Total Adjustment to Management Services - US Liberty Water $ (1.420)
g
10 . :
11 Adjustment {o Revenue and/or Expense _ § (7,420) ..
12 . : .

13. SUPPORTING SCHEDU
14 Staff Adjustment #2 _
.+ 15" Testimony o
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Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012
Adjustment to Revenues and Expenses
Adjustment Number 5

Corporate Allocation Ex Adiustme

Corporate Allocation Expense Adjustment $

DOCKET NO. SW-01428A-13-0042 ET AL.

Exhibit -

Proposed Fina! Schedule C-2
Page € -
Witness: Bourassa

(2,521)

Total Adjustment to Management Services - US Liberly Water $

(2,521)

Adjustment to Revenue gnd/or Expense

Reference
Testimony
Work papers

(2.521)

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012
Adjustment to Revenues and Expenses
Adjustment Number 6

Interest on Customer Security Deposits

Interest on Customer Deposits $

Exhibit

Proposed Final Schedule C-2
Page 7

Witness: Bourassa

5,346

Adjustment to Miscellaneous Expense $

5,346

5,346

Adjustment to Revenue and/or Expense

11 Reference ™ .

. 12 _ Staff Adjustment #4 .
13 Testimony . - ‘
14 '

- ZL.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012
Adjustment to Revenues and Expenses
Adjustment Number 7

Revenue and Expense Annualization

Exhibit

Proposed Final Schedule C-2
Page 8

Witness: Bourassa

Revenue Annualization for Res Low Income , $ 1,193
Increase (decrease) in Revenues $ 1,193
Annualized Purchase Power $ 54
Annualized Sudge Removal 13
Annualized Postage (1,506)
Increase (decrease) in Expenses L $ (1.439)
Reference '
RUCO Adjustment #3 -
Testirony

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities Exhibit )
Test Year Ended December 31,2012 Proposed Fina! Schedule C-2
Adjustment to Revenues and Expenses Page 9
Adjustment Number 8 Witness: Bourassa
Bad Debt Expense

Reclassify Bad Debt Expense to Water Division (23,924)

Adjustment to Bad Debt Expense ' 3 (23,624)

Adjustment to Revenue and/or Expense . . 8 (23,824)

Reference . - i "

- RUCO Adjustment #11

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities

. o
Oo~NO m:-o:n-‘oa

10
11
12
13

Test Year Ended December 31, 2012
Adjustment to Revenues and Expenses
Adjustment Number 9

Miscelianeous Expense

Miscellanous Expense Adjustment
Adjustment to Miscellaneous Expense

Adjustment to Revenue and/or Expense

Reference .
RUCO Adjustment 15

Exhibit

Proposed Final Scheduie C-2
Page 10

Witness: Bourassa

$ (342)
$ (342)
$

(342)

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Compary - Wastewater Division - dba Liberty Utilities  Exhibit
Test Year Ended December 31, 2012
Adjustment to Revenues and Expenses

Adjustment Number 10

%

_wmqmmhwn-slg

inferest Synchronization

Fair Value Rate Base

. Weighted Cost of Debt

Interast Expense

Test Year Interest Expense

increase (decrease) in Interest Expense

Adjusttﬁent o hevenue and/or Expense

Pro ferma Capital Strycture

Percent
Debt 15.87%
Equity 84.13%
Total 100.00%

$ 24,190,673
1.02%
$ 245683

$ 250945

Proposed Final Schedule C-2
Page 11
Witness: Bourassa

(14,252) _

$ 14,252

Weighted
Cost Coal
640% 1.02%

- 9.20% 7.74%

8.76%

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET -AL.

Litchfield Park Service Compeny - Westewater Division - dba Liberty. Utilities . Exhibit
Test Year Ended December 31, 2012 Proposed Final Schedule C-2
Adjustment to Revenues and/or Expenses ' Page 12

Adjustment Number 11 Witness: Bourassa

Ingome Taxes

Tost Yoar Test Year
gt Present Rates at Proposed Rates
Compauted Income Tax $ 1,033,417 $ 1,161,767
Test Year income tax Expense - 1,033,417
Adjustment to income Tax Expense $ 1,033,417 $ 128,350

PPORTI E
C-3, page 2 -

Bg2dasRoniave~onrenafFY

s
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division - dba Liberty Utilities
Test Year Ended December 31, 2012
- . Computation of Gross Revenue Conversion Factor

£ 5

RidoaNoabswnaf

Description

Combined Federal and State Effective Income Tax Rate

Properly Taxes

Total Tax Percentage

Operating Income % = 100% - Tax Percentage

1

Operating Income %

" SUPPORTING SCHEDULES:
C-3, page 2

= Gross Revenue Conversion Factor

Exhibit

Proposed Final Schedule C-3
Page 1

Witness: Bourassa

Percentage
of
Incremental
Gross
Revenues
38.290%

1.089%

39.379%

60.621%

1.6496

RECAP SCHEDULES:

DECISION NO.




Litchfield Perk Service Company - Wastswatsr Division - dba Liberty Utilities
Tost Year Ended December 31, 2012

DOCKET NO. SW-01428A-13-0042 ET AL.

Eﬂ“. .
Proposed Final Schadule C-3

Page 2
Witness: Bourasss
GROSS REVENUE CONVERSION FACTOR ,
&) 8) © ) 3] i3]

1 Revenue : 100.0000%
2 .Uncollecibie Factor (Line 11) 0.0000%
3 Revenues (L1-12) 100.0000%
4 Combined Federsi and Siste income Tax and Property Tax Rate (Line 23) 30.3780%
§ Subtotal (L3 - L4) £0.6210%
& Revenus Conversion Factor {L.1/1.5) 1.648504

Cajculation of Lincollectibie Factor:
7 Unity 100.0000%
8 Combined Fedars and State Tax Rate {L17) 38.2900%
9 One Minus Combined income Tax Rate (L7 - L8) 81.2100%
10 Uncollectible Rete 0.0000%
11 Uncoliectible Factor (L8 °*L10) 0.0000%

Caiculetion of Effective Tax R
12 Dpersting ncome Bafore Taxes (Arizona Taxable income) 100.0000%
13 Arizons State income Tax Rate . 6.5000%
14 Federsl Taxsbie income (.12 - L13) 93.5000%
15 Applicable Federst ncome Tax Rats (LSS, Col E)} e 3A.0000%
16 Effective Faderal income Tax Rate (L4 x L15) 31.7900%
17 Combined Federal and State income Tax Rate (L13 +L16) 38.2900%

Unity 100.0000%
19 Combined Federal and State income Tax Rata (L17) 38.2900%
20 One Minus Combined incoms Tax Rate (L18-119) 81.7100%
21 Property Tax Facior 1.7847%
22 Effactive Property Tax Factor (120"121) 1.0890%
23 Combined Federal and Stais income 'I'-xl'&ﬂ Proparty Tax Rate (L174122) 39.3780%
24 Requiced Incoms $ 2,118,051
25 MpcudT-ﬁanOp-mlmm(Lnu) $ 1911,197 .
26 Required increase in Operaiing income (L24 - 1.26) $ 206,854
27 Iincome Taxes on Recommended Revenue (Col. (E), L52) $ 1,161,767
28 income Taxas on Test Year Revenue (Coi. (B), 1L.54) s 1033417 . -
29 Reguired Increase in Revenue t Provide for income Taxes (L27 - 128) $ 128,350
30 dod R R $ 10,704 021
31 Uncolleclible Rate (Um 10) _— T 5.0000%
32 d (24 L25) B -
33 Adjusted Test Year Umltdbb Expense 3
M memwmmuwmm $ -
35 Property Tax with Recommended Revenue $ §53,205
36 Property Tax on Test Year Revenue $ 547,273
37 Increase in Property Tax Due io increase in Revenue (L35-1.38) $ 6,022

' 38 Total Required increaso in Revenue (126 + L26 + L37) $ 341225 .
A [(:}] €} ©) (3]
Tesl Year Recommented
. Totai Total

Calcudation of income Tax: Sewsr Sewer
38 Revenue s 10362796 [ § 10,362,766 $ 10,704,021 { $ 10,704,021
40 Operniing Expansas Exciuding income Taxes : 7418162 | § 7.418,182 $ 742420318 7424203
41 Synchronized interest (L47) 245893 | $ 246,693 $ 245803 1 8 245893
42 Argons Taxabile income (139 - L40 - L41) $ 258882118 2,698,921 $ 3,034,126 | § 3,034,126
43 Arizona State Effective incoms Tax Rate (see work papers) 8. 6.5000% £.5000%] 8.5000%
44 Arzons Income Tax (L42 x LA3) $ 1754301 § 175430 3 187218 | § 197218
45 Fedsral Taxable income (L42. L44) $ 2523491 | § 2523481 $ 283690813 2,836,908
46 -
47 Federal Tax on Fiest Income Bracket ($1 - $50,000) @ 15% 3 7500 | § 7,500 H 75001 § 7.500
48 Federal Tax on Second income Bracket {$50,001 - $75,000) @ 25% $ 6250 | § 6,250 s 6250 s 6250
49 Federal Tax on Third incoma Brackst ($75,001 - $100,000) @ 34% $ BS0C | § 8,500 $ 850018 850
50 Federsl Tax on Fourth income Bracket ($100,001 - $335,000) @ 39% 3 91850 { § 91,650 s 91850} $ 91050
5 mﬁummmmmw‘l +§10,000,000) @ 34% $ 744087 | § 744,087 $ 850849 | § 850,848
52
53 Total Federal Income Tax 3 857987 | § B57,867 $ 984540 } § 964,549
54 - Combined Federai and State incorms Tex (L35 +1.42) 3 1033417 1 § 1,033,417 [] 190178738 -1 EAJJQ ;
55 COMBINED Appiicable Feders! income Tax Rate [Cal. {D), L53 - Col. [A], L53 7 [Col. [D], L45 - Col. [A], L45] 34.0000%
5 WASTEWATER Appiicabie Federai income Tax Rae [Col. [E], L53 - Col. B}, L53]/ {Cal. [E], L45 - Col. [B], L45] 34.0000%
57 MIEBAppiuthodﬂdkmmTlle\alCol {F], L53 - Cot, {C}, L53] / [Col. [F), L45 - Col. [C), L45} 0.0000%

BK viff. Sewer

58 Raie Bass 3 24,180,673
50 Weighted Average Cost of Debt 1.0157%
80 Synchronized interest (L45 X L46) 3 245683

DECISION NO.
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division dba Liberty Utilities

Revenue Summary

With Annualized Revenues to Year End Number of Customers

Customer Classification
Residential
Residential - Low Income
Residential HOA 145
Residential HOA 172
Residential HOA 560
Subtotal

Mutti-Unit Housing

Mult-Unit 3 °
Multi-Unit 5
Mult-Unit 6 -
Multi-Unit 7
Mult-Unit 8
Multi-Unit 13
Mult-Unit 15
Mult-Unit 16
Muti-Unit 17
Mutti-Unit 22
Multi-Unit 43
Multi-Unit 78
Multi-Unit 84 °
Mutti-Unit 123
Multi-Unit 282

Subtotal

Small Commercial
Measured Service:
Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning

- Subtotal

Wigwam Resort - Per Room
Wigwam Resort - Main
Subtotal

Elementary Schools
Middle and High Schools
Community College
Subtotal

Effiuent Sales

Page 1
Test Year Ended December 31, 2012 Witness: Bourassa
Percent Percent
of of
Present Proposed
Present Proposed Dolla¥- Percent Sewer Sewer
Revenues Revenues Change Change Revenuss nues
$ 7214632 § 7,466,283 $ 251,652 349%  69.62% 69.75%
23,862 24,694 832 3.49% 0.23% 0.23%
67,843 70,209 2,366 3.49% 0.65% 0.66%
80,475 83,282 2,807 3.49% 0.78% 0.78%
262,013 271,152 9,138 3.49% 2.53% 2.53%
$ 7,648,824  § 7915621 § 266,797 3.49% . 73.81% 73.95%
$ 10423 $-°- 10,788 '$ 366 - 3.51% 0.10% 0.10%
4,524 4,683 159 3.51% 0.04% - 0.04%
6,948 7,192 244 3.51% 0.07% Q.07%
109,439 113,279 3,840 3.51% 1.06% 1.06%
6,948 7,182 244 3.51% 0.07% 0.07%
62,102 . 64,281 2,179 3.51% 0.60% 0.60%
267,082 276,455 8,373 ° 3.51% 2.58% - 2.58%
6,048 7,192 244 3.51% 0.07% 0.07%
7,383. 7,642 259 3.51% 0.07% 0.07%
9,554 9,889 335 3.51% 0.09% 0.09%
18,674 19,329 655 3.51% 0.18%
33,874 35,063 1,189 3.51% 0.33% 0.33%
36,480 37,760 1.280 3.51% 0.35% 0.35%
106,833 110,582 3,749 3.51% 1.03% 1.03%
122,467 126,765 4,298 3.51% 1.18% 1.18%
$ 809679 $ 838,003 $ 28414 3.51% 7.81% 7.83%
$ 75,004 § 77,725 2,631 3.50% 0.72% . . 0.73%
$ 438612 $ 453,960 15,348 3.50% 4.23% 4.24%
376,664 388,810 13,147 3.50% 3.63% 3.63%
$ 814,276 § 842,770 § 28,494 3.50% 7.86% 7.87%
$ 143312 § 148,342 § - 5,020 3.51% 1.38% 1.38%
17,200 17,802 602 3.50% 0.17% 0.17%
$ 160,612 § 166,143 $ 5,631 351% - 1.55%. 1.55%
$ 70,174 $ 72,630 § 2456. - 3.50% 0.68% 0.68%
55,039 56,965 1,926 3.50% 0.53% 0.53%
21,327 22,074 747 3.50% 0.21% 0.21%
$ 146,540 $ 151,669 $ 5,129 3.50% 1.41% 1.42%
72,967 72,967 - 0.00% 0.70% 0.68%
$ 9,727,893 § 10,064,989 § 337,096 3.47% 93.87% 94.03%

Total Revenues Before Revenues Annualization

Exhibit

Proposed Final Schedule H-1

0.18% " -~
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DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Selvlge Company - Wastewater Division dba Liberty Utilities

Revenue Summary

. With Annuslized Revenues to Year End Number of Customers
* Test Year Ended December 31, 2012

Customer Classification

io
Residential

Small Commercial
Measured Service: .
Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning
Effluent Sales - - . o
Subtotal Revenue Annualization

Misc Service Revenues

Misc Revenues

Third Party Revenues (not on GL)
Reconciling Amount to C-1 -
“Totals

- Exhibit
_ Proposed Final Schedule H-1

" Page 2

" Witness: Bourassa

Percent. Percent
- of of
Present  Proposed

Present ‘Proposed Dollar Percent Sewer Sewer
Revenues Revenues Change Change Revenues Revenues
$ 128534 § 133,018 § 4,483 3.49% 1.24% 1.24%
66 ) 68 2 3.50% 0.00% 0.00%
(1,644) (1,702) . (58) 3.50% 0.02% -0.02%
3,014 3,119 105 3.50% = 0.03% 0.03%
_{3.287) (3,287) - 0.00% -0.03% -0.03%
$ 126,683 § 131,217 § 4,534 3.58% 1.22% 1.23%
$ 463236 § 463,236 § - 0.00%  447% 4.33%
- $ 44984 - § 44,984 - 0.00% 0.43% 0.42%
0 404 404 0.00% 0.00% 0.00%
$ 10362796 $ 10,704,022 § 341,225 3.29%  100.00% 100.00%

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastow ater Division dba Liberty Utilities Proposed Final S chedule H-2
Test Year Ended December 31, 2012 ) : Page 1
Analysis of Revenue by Detail ed Class ’ ’ V‘mness Bourassa

N . - SPSCIG' Rate Commercnl Cus tomers Pay Standard Commencnl Rate

Average
Number of
Line Customer at Average Present Proposed ' Doliar Parcent
No. Classification 123172012 mmmm Rates Rates Amouat Amount
1 Residential 3 i 15,682 $ 3899 $ 4035 $ 1.36 3.488%
2 Residential - Low incom e ) : o
1 Residential H OA 145 1 N/A 5,653.55 - 5,850.75 197.20 - 3.488%
4 Residential HOA 172 Lo . 1 N/A . 6,706.28 6,940.20 233.82 . . - 3.488%
5 Residential HOA 560 1 N/A 21,834.40 22,596.00 761.60 3.488%
& .
T Multi-Unit Housing
8 Mutti-Unit 3 8 NA 108.57 112.38 381 3.500%
-} Muiti-Unit 5 2 N/A 180.85 187.30 6.35 3.509%
10 Muiti-Unit 6 4 N/A 144.76 149.84 5.08 3.500%
11 Multi-Unit 7 38 N/A 253.33 262,22 8.89 3.509%
12 Multi-Unit 8 2 “NA 288.52 2089.68 10.16 3.500%
13 Mut-Unit 13 11 N/A B 47047 486.98 . 1881 3.500%
14 Muiti-Unit 15 41 NA 542.85 561.90 19.05 3.500%
15 Multi-Unit 16 1 N/A §79.04 599.36 20.32 3.509% -
16 Muli-Unit 17 1 N/A 615.23 £36.82 21.59 3.508%
17 ’
18 Multi-Unit 22 1 NA 796.18 824,12 . 27.94 " 3.509%
19 - Multi-Unit 43 1 NA 1,656.17 1,610.78 54.81 3.509%
20 Muiti-Unit 84 1 NA 3,039.96 3,146.84 106.68 3.508%
21 Multi-Unit 78 1 N/A | 2,822.82 2,921.88 ) 90.06 3.509%
22 Mutti-Unit 123 2 NA - 4,451.37 4,807.58 156.21 3.508%
23 Multi-Unit 282 1 N/A 10,205.58  10,563.72 - 358,14 3.508%
24
25 Small Commercial ’ 85 NA . 65.93 68.24 231 3.504%
26  Measured Service: :
27 Regular Domestic 169 55,837 216.71 224.29 7.58 3.450%
28 Restaurant, Motels, Grocery, Dry Cleaning 72 52,086 . 43279 447.94 15.15 3.500%
29 '
30 Wigwam Resort - Per Room . 1 NA 11,942.70 12,361.80 418.10 3.509%
31 Wigwam Resort - Main 1 NA 1,433.30 1,483.47 50.17 3.500%
32 .
a3 Elementary Schools - 6 N/A 978 1,009 34.11 . 3.500%
34 Middile and High S chools . 4 . NIA 1,147 1,187 40.13 3.500%
35 Community College 1 . N/A 1,777 1,840 . 82.21 ‘ 3.500%
36 :
37 Effluent Sales ($125 per acre foot) 0 2,964,633 1,127 1,127 - 0.000%
38 Effluent Sales (3100 per acre fool) 4 4,321,326 1,340 1,340 - 0.000%
39 Effluent Saies ($200 per acre foot) 4] 2,308,800 1,593 1,593 - 0.000%
AD Total . 16,161
41
42

DECISION NO.
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thehﬂold Park Service Company - w;stcwuar Divnsion dba Liberty Utilitles
Present and Proposed Rates
Test Year Ended December 31, 2012

Customer Cigssification
Monthly Charge fon
Monthly Residential Service

Multi-Unit Housing - Monthly per Unit

Commercial:
Small Commercial - Monthly Service
Measured Service:
Regular Domestic:
Monthly Service Charge
Commodity Charge per 1,000 gallons

Restaurant, Motels, Grocery Stotes & Dry Cleaning Estab !
" Monthly Service Charge
Commeodity Charge per 1,000 galions

Wigwam Resort
Monthly Rate - Per Room
Main Hotel Facilities - Per Month

Schools - Monthly Service Rates:
Elementary Schools
Middiie Schools
High Schools
Community College

Effiuent’

! Moteis vmhout restuarants charged multi-unit monthly rate.

2 Market Rate - Maximum eﬁluent rate shall not exceed $430 per acre foot based on a potable water rate of $1.32 per thousand

gallons.

DOCKET NO. SW-01428A-13-0042 ET AL.

Present
Rates

$ 38.99
$ 319
$ 65.93°
$ 36.91
$
$ 36.91
$ 430
$ 36.19
$ 143330
$ 97464
$ 1,146.64
$ 1,146.64
$ 177729
Market

3.22 7

Proposad

$

“rn e

Rates

4035

37.46
68.24

38.20
3.33

38.20
4.45

37.46
1,483.47

1,008.75

. 1,186.77

1,186.77
1,839.50

Market

DECISION NO.

Exhibit

Propesed Final Schedule H-3

Page 1

Witness: Bourassa

Change
$ 1.36
$ 1.27
$ 231
$ 1.29
$ 0.11
$ 1.28
$ 0.15
$ 1.27
$ 50.17
$ 34.11
$ 40.13
$ 40.13
$ 62.21

Percent
Change
3.49%

3.51%
3.50%

3.49%
3.50%

3.49%
3.50%

3.51%
3.50%

3.50%
350%
3.50%
3.50%
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33
34
35
37

39

\

DOCKET NO. SW-01428A-13-0042 ET AL.

Litchfield Park Service Company - Wastewater Division dba Liberty Utilities - Exhibit
Changes in Representative Rate Schedules Proposed Final Schedule H-3
. Test Year Ended December 31, 2012 "~ Page 2

Witness: Bourassa

. . Present Proposed
Other Service Charges _ ' Rates Rates.
Estabiishment (Regular Hours) per Ruie R14-2-603D (a) $ 2000 $ 20.00
Establishment (After Hours) per Rule R14-2-603D (a) $ 40.00 NT
Re-Estabiishment of Service per Rule R14-2-603D (a) - (b) (b)
Reconnection (Regular Hours) per Rule R14-2-603D (a) $ 5000 $ 20.00
Reconnection (After Hours) per Rule R14-2-603D (a) $ 65.00 NT
NSF Check, per Rule R14-2-608E (a) $ 2500 § 25.00
Deferred Payment, Per Month ) 1.50% 1.50%
Late Charge (c) B ' (¢) ()
Service Calls - Per Hour/After Hours{e) ) $ 4000 § 40.00
Deposit Requirement » - (e) (e)
Deposit Interest : 3.50% 6.00%
Service Lateral Connection Charge- Al Sizes ‘ ) i) N
Main Extension Tariff, per Rule R14-2-606B (9) 9)

(a) Charges are applicable to wastewater service.

(b) Minimum charge times number of full months off the system. per Rule R14-2-603D.
(c) Greater of $5.00 or 1.5% of unpaid balance.

{d) No charge for service calls during nommal working hours.

{(¢) Afer horus service charge b appropirate when it s at the customer's requres or convenience. It compensates the utility

for additional expenses incurred for providing after-howrs services. I is appropriate to apply this charge for any utility
service provided after hoursat the customers requestor for the customer's.convenience.
{e) Per ACC Rules R14-2-603B Residential - two times the average bill.
Non-residential - two and one-half times the average bill.

(f) At cost. Customer/Developer shall install or cuase to be instalied all Service Laterak as a

non-refundable contribution-in-aid of construction..
{(g) All Main Extensions shall be completed at cost and shall be treated as non-refundabie
contribution-in-aid of construction.

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-409D(5).

DECISION NO.
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I. . GENERAL DESCRIPTION

This document is the Plan of Administration (“POA”) for the System Improvement Benefit
(“SIB”) Mechanism approved for the Water Division of Liberty Utilities (Litchfield Park Water
& Sewer) Corp. (“Company”) by the Arizona Corporation Commission (“ACC” or
“Commission”) in Decision No. on The SIB provides for recovery of the capital
costs (return on investment, income taxes and deprec1at10n expcnse) associated with distribution
system unprovement prOJects listed in SIB Plant Table at have been verified to be
completed” and placed in service per SIB Plant Table II ’re costs have not been included
in rate base for recovery in Decision No. . Thes ects are necessary to provide and
continue to provide proper, adequate and reliable servi ting customers; are not designed -
to serve or promote customer growth; and will notg TIp i
plant unless justified for existing customers penghel y expenditures offset by
contributions in aid of construction or ad in ai are not eligible for
inclusion in the SIB.

II. DEFINITIONS
o NARUC —~ Nati S0C1A ’ tility Commissioners.

implemented between rate
in SIB Eligible NARUC

ccount No. 334 - Meters and Meter Installations;

NARUC

NARUC Account No. 335 — Hydrants

! Acceptable forms of verifications may include the Maricopa County Environmental Services
Department Approval of Construction, a Professional Engineer’s Certificate of Completion, etc.
2
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o SIB Plant Table I (Excerpt attached as Exhibit 1) — The schedule of planned SIB
eligible projects approved in the Company’s most recent rate case decision.

o SIB Plant Table II (Sample attached as Exhibit 2) — The schedule of completed
and verified SIB eligible projects, from SIB Plant Table I and associated

retirements.

irement equal to the return on

o SIB Revenue Requirement — The revenue reg
mse necessary to support the SIB

investment, income taxes and depreciation g¥
Plant Table II amounts.

o SIB Revenue Requirement Efficie i ount equal to 5 percent of
the SIB Revenue Requirement. 4

eriod. Each true—up shall also analyze the cumulative
ctions to include a comparison of all past SIB Authorized
Surcharges, and prior true-ups to be used in calculation of the

Total Revenue Requirement — The revenue requirement approved in Decision No.
, plus the SIB Revenue Requirement.

III. SIB RELATED FILINGS

A. Progress Reports — Once a SIB is approved in a decision, the Company must file
with Docket Control semi-annual status reports delineating the status of all SIB

3
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Eligible Plant, on a project by project basis as listed in SIB Plant Table I, starting
6 months after the decision and every 6 months thereafter.

Reconciliation and True Up — Once a SIB Surcharge is implemented, the
Company must file annually to true up its SIB Surcharge collections over the
preceding twelve months with the SIB Authorized Revenue for that period and
establish a surcharge or credit to true up over or under collections, regardless of
whether it seeks a new surcharge. The filing  for these annual true-ups shall
be as established in the Commission’s Deci proving the SIB Surcharge.

SIB Surcharge Requests — To obtain i arge the Company must file the

following:

1. SIB Plant Table II (witlfstipporting inforgg#tion and documentation),
showing the SIB eligibiimojects completed forgghich the Company seeks
cost recovery. Such pro must b,

a) be proj pany’s initial SHB@Plant Table I,

, or have been added to said SIB

approved SIB-eligible projects contemplated
SIB surcharge period from SIB Plant Table

| ample attached as Exhibit 3), showing a calculation of

nue Requirement and SIB Revenue Requirement Efficiency
Authorized Revenue, Gross SIB Surcharge, SIB Surcharge
redit, and the SIB Surcharge. Schedule A shall be supported
e requirements schedules supporting the revenue requirements in

n No. and the pro-forma revenue requirements including
the effects of SIB Eligible Pla_mt.

4. SIB Schedule B (sample as attached Exhibit 4) showing the overall SIB
True-up Adjustment calculation for the prior twelve-month SIB Surcharge
period, as well as the individual SIB True-up Adjustment for each meter
size.

4
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5. SIB Schedule C (sample as attached as Exhibit 5) showing the effect of
: the SIB Surcharge on a typical residential customer bill for both median
and average usage.

6. SIB Schedule D (sample as attached Exhibit 6) which shall include an
analysis of the impact of the SIB Eligible Plant on the fair value rate base,
revenue, and the fair value rate of re e Company shall also file the
following:

a) the most current balance shg me of the filing;

b) the most current incoy

(for each project showing

dules to incorporate the effects of SIB
litcharge Request and any previously approved

decisions. e-up must be filed with each Surcharge Request, except the first.
G. Unless otherwise authorized by the Commission, the Company shall be required

to file its next general rate case no later than June 30, 2019, with a test year
ending no later than December 31, 2018.
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H. Any SIB Surcharges that are in effect shall be reset to zero upon the date new
rates become effective in the Company’s next general rate case.

L The Company may request to add Plant to SIB Table I only under emergency
circumstances. Any additions or modifications to SIB Plant Table I must be
approved by the Commission.

IV. SURCHARGE CALCULATIONS

A Calculations of Amounts to Be Collected SIB Surcharge

siin calculating the SIB Revenue Requirement
f the actual project cost listed in SIB Plant Table II or
=stimated cost listed in SIB Plant Table I as approved in

PN

it to be collected by each SIB Surcharge Request shall be
nually at five percent of the revenue requirement authorized in
Deciston No.

B.  Reconciliation And True-Ups
1. The revenue collected by the total SIB Surcharges over the preceding

twelve months shall be trued-up and reconciled with the SIB Authorized
Revenue for that period.
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2. A new SIB Surcharge shall be combined with an existing SIB Surcharge
such that a single SIB surcharge and SIB Efficiency Credit are shown on a
customer’s bill.

3. For each twelve (12) month period that a SIB surcharge is in effect, the
Company shall reconcile the amounts collected by the SIB Surcharge with
the SIB Authorized Revenue, for that twelye (12)-month period, consistent
with Schedule B, attached hereto as | it B.

4, Any under- or over-collected SIB zed Revenues shall be recovered
or refunded, without interesigiov Wgkmonth period by means of a

5. Starting with the secondigg ' ere there are over or
under-collected balances, . ; alances shall be

effect, the Company shall be required to
test calculation for each SIB Surcharge
the actual rate of return reflected by the

d system or division for the relevant 12-
2" most recently authorized fair value rate of
ected system or division.

in the most recent general rate case; and

c) based on the rate base adopted in the most recent general rate case,
updated to recognize changes in plant, accumulated depreciation,
contributions in aid of construction, advances in aid of construction, and
accumulated deferred income taxes through the most recent available
financial statement (quarterly or longer).

7
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V. ADDING PROJECTS TO SIB TABLE 1 UNDER EMERGENCY
CIRCUMSTANCES

A. The Company can seek Commission approval to add projects in SIB Plant Table I
only in the event of emergency circumstances. No such changes may be made
without Commission approval.

B. Any addition to SIB Plant Table I must bg t investment that maintains or
improves existing customer service, sy reliability, integrity and safety.
Eligible plant additions are limited togf ement projects. The costs of

- Purchased). If the Volume
it ered, it shall be established in a

g, operational or financial justification supporting the
ant asset replacement, other than the Company’s negligence
aintenance, including, but not limited to:

ocumented increasing level of repairs to, or fallures of, a plant
asset justifying its replacement prior to reaching the end of its useful
service life (e.g. black poly pipe);

b. Meter replacements for systems that have implemented a meter
testing and maintenance program in compliance with A.A.C. R14-2-
408(E) or the applicable tariff.
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c.  Meters replaced in a system for the purpose of complying with the
United States Environmental Protection Agency’s Reduction of Lead
in Drinking Water Act of 2010; and

d.  Assets that are required to be moved, replaced or abandoned by a
governmental agency or political subdivision if the Company can
show that it has made a good faith effort to seek reimbursement for
all or part of the costs incurred.

V. RATE DESIGN
A. The SIB Surcharge rate design sh:
1) The SIB Surcharge sh

SIB Surcharge and th
components.

2)  The SIB Surc , Qiloied by dividing the SIB Authorized
Revenue by th ; i s t1ve 5/8-inch meters at the end of
the most recent tgglve ( RO and shall increase with meter

25 times
50 times
80 times
115 times
215 times

including pnvate fire service customers.
VI. SURCHARGE IMPLEMENTATION

A. SIB surcharges shall not become effective until approved by the Commission.
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At least 30 days prior to the SIB surcharge becoming effective, the Company shall
provide public notice in the form of a billing insert or customer letter in a form
acceptable to Staff. Such notice shall include the following information:

1. The individual Gross SIB Surcharge, by meter size;

2. The individual SIB Surcharge Efficiency Credit, by meter size;

3. SIB Surcharge, by meter size; and

4, Directions where the custome
included in the current SIB
each project and its cost.

a summary of the projects
[Gist, including a description of

10
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DUCKEL NO. SW-01428A-13-0042 E1 AL.

Liberty Utilities (Litchfield Park Water & Sewer) Corp.

Plan of Administration

System Improvement Benefit Mechanism (“SIB”)-Wastewater
: Docket No. SW-01428A-13-0042

L GENERAL DESCRIPTION

This document is the Plan of Administration (“POA”™) for the System Improvement Benefit
(“SIB”) Mechanism approved for the Wastewater Division of Liberty Utilities (Litchfield Park
Water & Sewer) Corp. ) (“Company”) by the Arizona Corporation Commission (“ACC” or
“Commission”) in Decision No. on . 'The SIB provides for recovery of the capital
costs (return on investment, income taxes and depreciation expense) associated with collection
system improvement projects listed in SIB Plant Table hat have been verified to be
completed” and placed in service per SIB Plant Table II ere costs have not been included
in rate base for recovery in Decision No. . Th ts are necessary to provide and
continue to provide proper, adequate and reliable s
to serve or promote customer growth; and will ng
plant unless justified for existing customers pg
contributions in aid of construction or adwA
inclusion in the SIB.

ay expenditures offset by
. are not eligible for

IL DEFINITIONS

o ' i tility Commissioners.

P(Excerpt attached as Exhibit 1) — The schedule of planned SIB
pproved in the Company’s most recent rate case decision.

1 Acceptable forms of verifications may include the Maricopa County Environmental Services
Department Approval of Construction, a Professional Engineer’s Certificate of Completion, etc.
2

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.
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o SIB Plant Table II (Sample attached as Exhibit 2) — The schedule of completed
and verified SIB eligible projects, from SIB Plant Table I and associated
retirements.

o) SIB Revenue Requirement ~ The revenue requirement equal to the retun on
investment, income taxes and depreciation expense necessary to support the SIB
- Plant Table I amounts.

'sIB Revcnue Requirement Efﬁcwncy Credil
; Révenue Requlrement ‘

"amount equal to 5 percent of

[ . harged d on service size, calculated to
recover Hes hiori < to be shown on the customers’ bills.

~Each true—up shall also analyze the cumulative
, 10 include a comparison of all past SIB Authorized

- tne SIB Revenue Requirement.

III. SIB RELATED FILINGS

A. Progress Reports — Once a SIB is approved in a decision, the Company must file
‘with Docket Control semi-annual status reports delineating the status of all SIB
Ehglble Plant on a prOJect by pYOJCCt basis as l1sted in SIB Plant Table I, startings
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B. Reconciliation and True Up — Once a SIB Surcharge is implemented, the
Company must file annually to true up its SIB Surcharge collections over the
preceding twelve months with the SIB Authorized Revenue for that period and

estabhsh a surcharge or credit to true up ov und ﬁs, regardless of

Plant Table I,
fed to said SIB

enue Requirement and SIB Revenue Requirement Efficiency
Authonzed Revenue, Gross SIB Surcharge SIBSurcharge‘

4. SIB Schedule B (sample as attached Exhibit 4) showing the overall SIB
True-up Adjustment calculation for the prior twelve-month SIB Surcharge
period, as well as the individual SIB True-up Adjustment for each service

size.
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Docket No. SW-01428A-13-0042

5. SIB Schedule C (sample as attached as Exhibit 5) showing the effect of
the SIB Surcharge on a typical residential customer bill.

6. SIB Schedule D (sample as attached Exhibit 6) which shall include an
analysis of the impact of the SIB Eligible Plant on the fair value rate base,
revenue, and the fair value rate of return, The Company shall also file the

rovide Excel schedules with formulae intact
pproved in the rate decision that approved

, ‘Reguest;overy twelve
urcharge Requests between rate case

decisions. mustbediledawith eachrfurcharse Request, exceptthe firsty
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H. Any SIB Surcharges that are in effect shall be reset to zero upon the date new
rates become effective in the Company’s next general rate case.

IV. SURCHARGE CALCULATIONS
A.  Calculations of Amounts to Be CollecteddBy IB Surcharge

1. The amount to be cbllecte i hihe igiized Revenue shall be equal
B Revenue Requirements

s and

depreciation rate(s) is equal to the
(s) approved in Decision No.

in calculating the SIB Revenue Requirement
49 the actual pro;ect cost listed in SIB Plant Table II or

jint to be collected by each SIB Surcharge Request shall be
i¥annually at five percent of the revenue requirement authorized in
Decision No.

DECISION NO.
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Reconciliation And True-Ups
1.  The revenue collected by the total SIB Surcharges over the preceding
twelve months shall be trued-up and reconciled with the SIB Authorized

Revenue for that period.

2. A new SIB Surcharge shall be combined

_with an existing SIB Surcharge

3 For each twelve (12) month pégg 2SIB surcharge is in effect, the
Company shall reconcile by the SIB Surcharge with
the SIB Authorized Rev | €)=month period, consistent

or refunded, & i s ‘ welve-month peno by means of a
SIB True-up : ;

i er the five-year period there
ected balance, such balance shall be reset to

Once%s Charge 1s in effect, the Company shall be required to
performy;
Request ,

etermine whether the actual rate of return reflected by the
ome for the affected system or division for the relevant 12-

2. The earnings test shall be:
a) based on the most recent available operating income,

b) adjusted for any operating revenue and expense adjustments adopted
in the most recent general rate case; and

7
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c) based on the rate base adopted in the most recent general rate case,
updated to recognize changes in plant, accumulated depreciation,
contributions in aid of construction, advances in aid of construction, and
accumulated deferred income taxes through the most recent available
financial statement (quarterly or longer).

V. ADDING PROJECTS TO SIB TABLE I UNDER EMERGENCY
CIRCUMSTANCES

add projects in SIB Plant Table I

A The Company can seck Commission app;

sary to address excessive infiltration and
ting treatment plant, and indicating the
lapse causing a public health and safety

remained in service beyond their useful service lives
y’s system’s authorized utility plant depreciation

a plant asset replacement, other than the Company’s negligence
or improper maintenance, including, but not limited to:

a. A documented increasing level of repairs to, or failures of, a plant

asset justifying its replacement prior to reaching the end of its
useful service life;
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b. Assets that are required to be moved, replaced or abandoned by a
governmental agency or political subdivision if the Company can
show that it has made a good faith effort to seek reimbursement for
all or part of the costs incurred.

VI. RATE DESIGN

A. The SIB Surcharge rate design shall be calcul follows:

ly surcharge containing a Gross

1) The SIB Surcharge shall be a fixe
< BEfficiency Credit as its two

components.

2) The SIB Surcharge s

the SIB Authorized
Revenue by the number :

vices at the end of

VIL

¢ in the form of a billing insert or customer letter in a form
Such notice shall include the following information:

vidual Gross SIB Surcharge, by service size;
2. The individual SIB Surcharge Efficiency Credit, by service size;

3. SIB Surcharge, by service sizé; and
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4, Directions where the customer may obtain a summary of the projects
included in the current SIB Surcharge Request, including a description of
each project and its cost.

8780398.1

10
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DOCKET NO. SW-01428A-13-0042 ET AL.

WATER DIVISION

MONTHLY MINIMUM CHARGE (All Classes):
5/8”x 3/4” Meter

3/4” Meter

1” Meter - Residential

1” Meter

1 1/2” Meter

2” Meter

3” Meter

4” Meter

6” Meter

8” Meter — Bulk Water Only
8” Meter

10” Meter

12” Meter

COMMODITY CHARGE - Per 1,000 Gallons:

5/8 x 3/4-Inch Meter - Residential
0 gallons to 3,000 gallons

3,001 gallons to 10,000 gallons
10,001 gallons to 20,000 gallons
Over 20,000 gallons

3/4-Inch Meter - Residential

0 gallons to 3,000 gallons

3,001 gallons to 10,000 gallons
10,001 gallons to 20,000 gallons
Over 20,000 gallons

5/8 x 3/4-Inch Meter - Commercial and Irrigation
0 gallons to 9,000 gallons
Over 9,000 gallons

3/4-Inch Meter - Commercial and Irrigation
0 gallons to 9,000 gallons
Over 9,000 gallons

1-Inch Meter — Residential

0 gallons to 5,000 gallons

5,001 gallons to 19,000 gallons
19,001 gallons to 30,000 gallons
Over 30,000 gallons

EXHIBIT F

DECISION NO.

13.26
13.26
29.84
33.15
66.30
106.08
212.16
331.50
663.00
575.00
1,060.80
1,524.90
2,850.90

10.750
1.950
2.950
3.456

0.750
1.950
2.950
3.456

1.950
3.456

1.950
3.456

0.750
1.950
2.950
3.456



DOCKET NO. SW-01428A-13-0042 ET AL.

1-Inch Meter - All Classes except Residential

0 gallons to 20,000 gallons $ 1.950
Over 20,000 gallons 3.456
1 1/2-Inch Meter — All Classes

0 gallons to 40,000 gallons $ 1.950
Over 40,000 gallons 3.456
2-Inch Meter — All Classes

0 gallons to 60,000 gallons $ 1.950
Over 60,000 gallons 3.456
3-Inch Meter — All Classes

0 gallons to 120,000 gallons $ 1.950
Over 120,000 gallons 3.456
4-Inch Meter — All Classes

0 gallons to 180,000 gallons $ 1.950
Over 180,000 gallons 3.456
6-Inch Meter — All Classes

0 gallons to 360,000 gallons $ 1.950
Over 360,000 gallons ‘ 3.456
8-Inch Meter — Bulk Resale Only

All gallons $ 1.650
8-Inch Meter — All Classes

0 gallons to 650,000 gallons $ 1.950
Over 650,000 gallons 3.456
10-Inch Meter — All Classes

0 gallons to 940,000 gallons $ 1.950
Over 940,000 gallons 3.456
12-Inch Meter — All Classes

0 gallons to 1,248,000 gallons $ 1.950
Over 1,248,000 gallons : 3.456

Construction - Hydrants
All gallons : $ 3.456

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

SERVICE LINE AND METER INSTALLATION CHARGES:
(Refundable Pursuant to A.A.C. R14-2-405)

Service Line Meter Installation Total
5/8” x 3/4” Meter $ 445.00 $ 155.00 $ 600.00
3/4” Meter 445.00 255.00 700.00
1” Meter 495.00 315.00 810.00
1-1/2” Meter 550.00 525.00 1,075.00
2” Turbine Meter 830.00 1,045.00 1,875.00
2” Compound Meter 830.00 1,890.00 2,720.00
3” Turbine Meter At Cost At Cost At Cost
3” Compound Meter At Cost At Cost At Cost
4” Turbine Meter At Cost At Cost At Cost
4” Compound Meter At Cost At Cost At Cost
6” Turbine Meter At Cost At Cost At Cost
6” Compound Meter At Cost At Cost At Cost
8” & Larger Meters At Cost At Cost At Cost

HYDRANT METER DEPOSIT:*

5/8” x 3/4” Meter $ 135.00
3/4” Meter 215.00
1” Meter 255.00
1 1/2” Meter 465.00
2” Turbine Meter 965.00
2” Compound Meter 1,690.00
3” Turbine Meter 1,470.00
3” Compound Meter 2,265.00
4” Turbine Meter 2,350.00
4” Compound Meter : 3,245.00
6” Turbine Meter ’ 4,545.00
6” Compound Meter 6,280.00
8” & Larger Meters At Cost

* Shall have a non-interest bearing deposit of the amount indicated, refundable in its entirety upon
return of the meter in good condition and payment of the final bill.

MISCELLANEOUS SERVICE CHARGES:

Establishment $ 20.00
Re-Establishment (Within 12 Months) (a)
Reconnection $ 20.00
Meter Test (if correct) : 25.00
Meter Re-read (if correct) 5.00
Fire Hydrant Meter Relocation 50.00
Fire Hydrant Meter Repair At Cost
Deposit (b)
Deposit Interest 6.00%
NSF Check $ 25.00

DECISION NO.




DOCKET NO. SW-01428A-13-0042 ET AL.

Deferred Payment, Per Month | - 1.50%
Late Charge (c)

After Hours Service Charge, Per Hour* $ 40.00

(a) Number of full months off the system times the monthly minimum, per A.A.C. R14-2-403(D).

(b) Per A.A.C. R14-2-403(B). Residential — two times the average monthly bill. Non-residential —
two and one half times the average monthly bill.

(c) Greater of $5.00 or 1.50% of unpaid balance.

* For After Hours Service Calls for work performed on the customer’s property after hours, at
customer’s request. In addition to the charge for any utility service provided.

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY
WILL COLLECT FROM ITS CUSTOMERS A PROPORTIONATE SHARE OF

ANY PRIVILEGE, SALES, USE, AND FRANCHISE TAX, PER A.A.C. R14-2-
409(D)(5).

DECISION NO.



DOCKET NO.

WASTEWATER DIVISION

MONTHLY SERVICE: -
Residential:

Residential Service

Low Income Residential Service

Multi-Unit Housing — Monthly per Unit

Commercial:
Small Commercial Service - Monthly

MEASURED SERVICE:
Regular Domestic:
Monthly Service Charge
Commodity Charge per 1,000 gallons

Restaurant, Motel,* Grocery Store, Dry Cleaning Estab.:
Monthly Service Charge
Commodity Charge per 1,000 gallons

Wigwam Resort:
Monthly Rate — Per Room
Main Hotel Facilities — Per Month

Schools — Monthly Service Rates:
Elementary Schools
Middle Schools
High Schools
Community College

EFFLUENT SALES:
Charge Per 1,000 gallons

*Motels without restaurants charged Multi-Unit Housing - Monthly per Unit rate

**Market Rate — Maximum effluent rate shall not exceed $430 per acre foot based

on a potable water rate of $1.32 per thousand gallons

DECISION NO.

SW-01428A-13-0042 ET AL.

$ 40.35
34.30
37.46
$ 68.24
$ 38.20
3.33
$ 38.20
4.45

$ 37.46
1483.47
$  1,008.75
1,186.77
1,186.77
1,839.50
$ * %




DOCKET NO. SW-01428A-13-0042 ET AL.

MISCELLANEOUS SERVICE CHARGES:

Establishment $ 120.00
Reestablishment (within 12 months) (a)
Reconnection $ 20.00
NSF Check $ 25.00
Deferred payment (per month) 1.50%
Deposit (b)
Deposit Interest 6.00%
Late Charge (©)
After Hours Service Charge, Per Hour* $ 40.00
Service Lateral Connection Charge — All Sizes (d)
Main Extension Tariff (e)

(a) Number of full months off the system times the minimum charge, per A.A.C. R14-2-603(D).

(b) Per A.A.C. R14-2-603(B). Residential - two times the average monthly bill. Non-residential — two
and one half times the average monthly bill.

(c) Greater of $5.00 or 1.50% of unpaid balance.

(d) At cost.. Customer/Developer shall install or cause to be installed all Service Laterals as a non-
refundable contribution in aid of construction.

(e) Per A.A.C. R14-2-606(B). All Main Extensions shall be completed at cost and shall be treated as
non-refundable contributions in aid of construction.

* For After Hours Service Calls for work performed on the customer’s property after hours, at
customer’s request. In addition to the charge for any utility service provided.

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY
WILL COLLECT FROM ITS CUSTOMERS A PROPORTIONATE SHARE OF
ANY PRIVILEGE, SALES, USE, AND FRANCHISE TAX, PER A.A.C. R14-2-
409(D)(5).

DECISION NO.




