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INTRODUCTION

Q. Please state your name and business address.

A. My name is Michael Thompson. My business address is 1200 West Washington Street,
Phoenix, Atizona 85007.

Q. By whom and in what position are you employed?

A I am employed by the Arizona Corporation Commission (“Commission” or “ACC”) as a
Utilities Engineer - Water/Wastewater in the Utilities Division.

Q. Did you submit Direct Testimony on behalf of the ACC Utilities Division Staff
(“Staff”) in this case?

A. Yes.

PURPOSE OF TESTIMONY

Q. What is the putpose of your Surrebuttal Testimony?

A. To respond to the Rebuttal Testimony filed by Jeffrey W. Stuck on behalf of EPCOR Water

Arizona, Inc. (“EWAZ”). My testimony addresses Mr. Stuck’s comments regarding the

Paradise Valley Water District Tank Maimtenance Expense.

PARADISE VALLEY WATER DISTRICT TANK MAINTENANCE EXPENSE

Q.
A.

Did Staff exclude the exterior coating of the Stone Canyon tank?
Yes. However, the exterior of the Stone Canyon tank was coated on May 12, 2012 at a cost
of $8,784. Since the tank had recently been coated, it was excluded from Staff’s original tank

maintenance estimate and remains as such.
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Has Staff revised its original estimated tank maintenance expense?

Yes. Staff revised the exterior ladder replacement estimates of four (4) of the Paradise Valley
Water District storage tanks. Storage tank photos taken during the site mspection were
reviewed. Based on the review, it was determined that the ladders on four (4) of the nine (9)
storage tanks should be replaced. The four (4) tanks included with the expense revisions are

the Club Estates, Country Club No. 1, Country Club No.2, and the Racquet Club tanks.

Has Staff made otherbrevisions to its estimated tank maintenance expense?

No. However, Mr. Stuck included the exterior coating expense of $15,000 of the Clearwater
Hill No. 2 tank in his expense spreadsheet, Exhibit JWS-1, submitted with his Rebuttal
Testimony. The exterior of the Clearwater Hill No. 2 tank was coated on May 8, 2013 at a
cost of $10,988.75. Due to the recent exterior coating of the tank, the expense was excluded

from Staff’s original tank maintenance estimate and remains as such.

What is the effect of the adjustments on Staff’s original tank maintenance expense?

Staff’s original estimate totaled $1,707,208 for a fourteen (14) year petiod, or $121,943
annually. The total revised cost for the fourteen (14) year period is $1,731,208 or $123,658
annually. Staff’s revised tank maintenance expense spreadsheet, attached to this testimony, is

shown on Exhibit MST-1.

Does this conclude your Surtebuttal Testimony?

Yes, it does.




Paradise Valley Water District
Storage Tank Maintenance Costs (Staff Revised Estimate)

Feruary 23

2015

No. Item
Clean & Paint Exterior:
1 Epoxy/Polyurethane System $24,1 00 $15,800 $0 $6,100 $7,300, ] $43,700 $35,000 $1 §,$00 ) $0 $147,800
2 ContaimnenF (Lead) $40,IOO‘ $2§,200 $0 '$10,ZOQW ’”$1‘2,200 . $72,804Q4 ‘$58?3Q(4)4// $26,200 $0 $246,000‘
Clean & Paint Interior:
3 | 3- Coat Epoxy System $92,800 | $37,200 | $55,800 | $13,000 [ $24,100 | $126,000 | $96,700 | $37,200 | $35,200 [ $518,000
4 |Cathodic Protection $10,000 $9,0_Q() _$9?Q00 $6,000 $6,000 $12,000 $11,000 $9,000 §§,090 ~$80,000
Miscellaneous Chipping &
5 | pping $0 %0 $0 %0 0 $0 $0 %0 %0 %0
Grinding
6 [Seam Sealing 0 50 $0 $0 $0 $0 50 50 $0 $0
7 Pit Rgpair o $17,100 §5,800 $8,700 $2,300 $3,100 $28,000 $20,100 $5,800 $5,400 $96,300
Exterior Flexible Piping
8 . $12,000 $6,120 $6,000 $1,200 $1,800 $30,000 $21,600 $6,120 $5,400 $90,240
Connections (2)
Overflow Pipe & Install
9 $12,000 $6,120 $6,000 $1,200 $1,800 $30,000 $21,600 $6,120 $5,400 $90,240
Check Valve
Exterior Ladder Well
10 Removal $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
yp |Eeerior Ladder 0 0 % 000 | $6,00 6,000 | $6,000 24
Replacement $ $0 $ $6, $6,000 $6, $6, $0 $24,000
Exterior Ladder Safe-
12 - . $2,000 $2,000 $2,000 $2,000 $2,000 $2,000 $2,000 $2,000 $2,000 $18,000
Climbing Device
Vandal Deterent - Safety
13 $1,000 $1,000 $1,000 $1,000 $1,000 $1,000 $1,000 $1,000 $1,000 $9,000
| Cage Deor v . .
44 [Additional Roof Safecy 4,000 | $4,000 000 4,00 4,000 00 000 | $4,000 00 | $36
Railing Installation $4, A $4, $4,000 $4, $4,000 $4, $4, $4,000 $36,000
P Existing Roof Safety Railing 5 000 20 o 5 o " 000 o 0
1 Modifications $2, $2,000 $2,00 $2,000 $2,000 $2,000 $2, $2,000 $2,000 $18,000
16 .Additional Shell quhple $1 S,QQO ,$.1.5’000 ] $15,0QQ ] $15,000 $15,000 | $15,000 $15,000 $15,000 $15,000 { $135,000
17 |Additional Roof Manhole $0 $0 $0 $0 $0 $0 %0 $0 $0 $0
g |Clog-Resistant Vent 7 500 7 500 7 7,50 7 00 5
1 Installation $7, $7,500 $7,50 $7,500 $7,500 $7,500 $7,5 $7,500 $7,500 $67,500
18 |Contingency Items $23,960 $13,774 $11,700 $7,150 $8,780 $37,400 $29,500 $13,774 $9,090 $155,128
Total Cost (Each Storage
Tank) $263,560 |  $151,514 $128,700 $78,650 $102,580 | $417,400 | $331,300.| $157,514 | $99,990 $1,731,208




BEFORE THE ARIZONA CORPORATION COMMISSION

SUSAN BITTER SMITH
Chairman

BOB STUMP
Commissioner

BOB BURNS
Commissioner

DOUG LITTLE
Commissioner

TOM FORESE
Commissioner

IN THE MATTER OF THE APPLICATION OF
EPCOR WATER ARIZONA, INC., AN
ARIZONA CORPORATION, FOR
DETERMINATION OF THE CURRENT FAIR
VALUE OF ITS UTILITY PLANT AND
PROPRETY AND FOR INCREASES IN ITS
RATES AND CHARGES BASED THEREON
FOR UTILITY SERVICE BY ITS MOHAVE
WATER DISTRICT, PARADISE VALLEY
WATER DISTRICT, SUN CITY WATER
DISTRICT, TUBAC WATER DISTRICT AND
MOHAVE WASTEWATER DISTRICT

DOCKET NO. WS-01303A-14-0010

e’ N’ N N M N N N N N N N N

SURREBUTTAL
TESTIMONY
OF
MARY J. RIMBACK
PUBLIC UTILITIES ANALYST
UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

FEBRUARY 26, 2015




TABLE OF CONTENTS

Page
I. INTRODUCGTTION .....cutiiiiieiiiiieritiecetteecteeseeeveasessseessssesssstessessasssssassssssassssesssasesssesesssssssssssanes 1
II. PURPOSE OF SURREBUTTAL TESTIMONY ....oooiitiiitiieeeinieenetenrreeeieessteeeeaesessnsennns 1
III. SUMMARY OF RATE BASE ADJUSTMENTS BY DISTRICT .....oocoviieerreeciecieeereeeenns 2
MOBAVE WALET .....oveurimirieiererriieieereee et ssests st e sae s esestsatstonessaasesestenesessssnssasosentsssesontatessssentestatasessensensesessrssssessanens 2
MORAVE WASIEWALET .......coveverrirerreetiereeseeeseet et staeesestesesesessesteseseessseatosesssasssssssstasentesessestsssasasessessssantsssssssnasessenes 2
ParadiSe VallEy WALET ........ccecviieiecrerieeisieiereeieiestesse st et essesasseesestasssosessesssassassessessesssassssesssssessessssssssesssosensronsonsons 2
SUN CHLY WBLET ....eovieeieeeriiiriiencteecrecetectntete s ee s e e s s e e tesonesr e s esesasetsatosaasestsseassatessssosantssansensosensesansrnresansestosansas 3
TUDAC ...ttt ettt e se s st oo st e st e est et e e st e e sasas e et e aesae st e s seeaesse et s aese st easeRe s e aeste st e be e se st eReebantenensesserastarrens 3
IV. DEPRECIATION AND AMORTIZATION EXPENSES......oooooiieeecereeeeeeeeereeenieeens 3
V. RATE BASE ADJUSTMENTS MULTIPLE SYSTEMS......coieeieeteecereeeeveeeeeesreeesaeeeenns 5
Rate Base Adjustment No.1 — Removal of Negative plant balances and phantom assets resulting from Debit
Accumulated Depreciation (All DIStHCISY «.....eevireeirerrrieisieinieeserinieseerte s s et eassenesesssasesssbssesssesersessnsssssensosas 5
Rate Base Adjustment No. 2 Reverse AFUDC 24 month Deferral for Post in Service AFUDC (all Districts)....... 9
Rate Base Adjustment No 3 Working Capital (all DiStricts) ........cccoeeveeeinveirinnneerisrcctecesteseeeseesesee s eresee e sesnens 11
Rate Base Adjustment No. 4 Reverse Contributions in Aid of Construction (“CIAC”) removed attributed to
Construction Work in Progress (“CWIP”) (@ll DiStIICS).....covervrreererinrreieriereitesteinesese e sees s enssssesssasseenesssssssesns 13
Rate Base Adjustment No. 4A Mohave Water REtirements...........ooceceeveerresvereieresurneesesessessnesssessesessssenesssseeses 14
Rate Base Adjustment No. 6 Tubac Arsenic Media Replacement...........cuoevvvenererrereererneineorecresronsseseeressssesnens 14
Accumulated Deferred Income Taxes (“ADIT™)......cocvmieernieieienneieereeeeesessees s sesesesse st ssesesestssssessssasesesns 16
SCHEDULES
Mohave Water District:
Rate Base OrigiNal CoStu...iiiiinininicniisecceesessesitesssassssessssesstssersstssssssssesssesssssssesssssans MJR-3
Summary of Onginal Cost Rate Base Adjustments............ccueceiunceeenicescrnennemnenniecessessiscssessessesses MJR-4
Rate Base Adjustment No.1 Adjust Balances..........ccoocecmeneiureuneinnesensinsincniinsessssnsisssssssssssssessensansenns MJR-5
Rate Base Adjustment No.2 Reverse AFUDC 24 Month Defertal.........coomeeremrrerrnirrcnnnrennrenenns MJR-6
Rate Base Adjustment No0.3 Working Capital............ccoouviuvceieuresrincrneensieneecsrenseesneasesssssssssssssasssssens MJR-7
Rate Base Adjustment No.4A Retited Plant ..ottt senes MJR-8
Rate Base Adjustment No. 5 Reverse Regulatory Liability .......c.cc.ccceeeruremrenreecenvnreenninsirssnnsennanns MJR-8A
Rate Base Adjustment No. 6 Reverse Deferred Debits........occvurreirrrnrrernisiessssssssessessensesarieerssscssen. MJR-9
Mohave Wastewater District:
Rate Base Original Costu.... ittt sseasese s assesessssssssesssssstss s sassssssnsansasses MJR-3
Summary of Original Cost Rate Base AdJuStmeEnts..........cececuereureseinnrnrssesssssssessssssssssssnssessssenssssenees MJR-4
Rate Base Adjustment No.1 Adjust Balanices..........ococciecunriceeeenimncineennenecnesnrisssnsassssssensassenssossssens MJR-5
Rate Base Adjustment No.2 Reverse AFUDC 24 Month Deferral........cccoovevveriirvnecenieeieeceenae. MJR-6
Rate Base Adjustment No.3 Working Capital.........c.ccveveuneiceerenrircenrinescnssssissensassssssessenssssssssssans MJR-7

Rate Base Adjustment NO.4 NOt USed ......covrunirevirniieirenisiieinsinnsnsesesssese e sesssssse s sesssssssssssssaes MJR-8




Paradise Valley Water District:

Rate Base Original CoStu.. ittt sttt e se s s ses s MJR-3
Summary of Original Cost Rate Base AdJustments.........couiseiisnsneeseinsne e ssenns MJR-4
Rate Base Adjustment No.1 Adjust Balances.........ccoeucnrierieineneniicrnnniinireieseicsessesssse e, MJR-5
Rate Base Adjustment No.2 Reverse AFUDC 24 Month Defertal.........ooreinmniicnns MJR-6
Rate Base Adjustment No.3 Wotking Capital........cccccruiviinnininsininiiniesssienisis e MJR-7
Rate Base Adjustment No.4 Reverse Not Used ...t MJR-8
Rate Base Adjustment No.5 Reverse Deferred Debits........coeiveiniienireiiieneiiiinceieenne, MJR-9

Sun City Water District:

Rate Base O1gINal COstu....mmimiiiciniirenissriss it sse s assssssesssassscassssssssssssssasees MJR-3
Summary of Original Cost Rate Base AdJustments.. ..o s MJR-4
Rate Base Adjustment No.1 Adjust Balances.......cccuemeicecinmniiiiiccnscecnssscasicnsenisensees MJR-5
Rate Base Adjustment No.2 Reverse AFUDC 24 Month Defertal..........ccccvcvevmricrneccrrincrcnnneacen. MJR-6
Rate Base Adjustment N0.3 Working Capital.........cccccciimniiccininiccinniineenicssescssiesseecssisessens MJR-7
Rate Base Adjustment NO.4 NOt USed ......ccovcmiveriimriiiiiiincicncisenmenicssessessnenesssessesessescssessescasens MJR-8
Rate Base Adjustment No.5 Reverse Regulatory Liability ..........coccciiivcnemnincneininecicencinsiennenn. MJR-9

Tubac Water District:

Rate Base OrigiNal COst... ittt sssesessesssssssssssssssessesssssasss s sesssesasses MJR-3
Summary of Original Cost Rate Base AdJustments..........oovucuecrvrincuecuinnicenimnnneneisinnesecscencsseseesnns MJR-4
Rate Base Adjustment No.1 Adjust Balances.........cucerunceneminnireinerneisneisieeeseasessessessssessssssssssessens MJR-5
Rate Base Adjustment No.2 Reverse AFUDC 24 Month Defetral.......cccooureoveveueenereenrerneecesieinenns MJR-6
Rate Base Adjustment No0.3 Working Capital..........ccccvcuciecniinercreiinenncencienssseessessessessessssssesecses MJR-7
Rate Base Adjustment N0O.4 NOt USed .......c.ocvuiicmrrmiiciinicecininiininnisesssacsesessesesseaessenessessscnssns MJR-8
Rate Base Adjustment No.5 Reverse Deferred Debits......ocvueiireeecncureneecncninesrieessecesesenenan MJR-9
Depreciation/ Amortization All DISHHCES. ......euceerreeeeueresieessenminsssessssssessssssssssessssssssesssssssssssssssssssens MJR-10
EXHIBITS
Surrebuttal MJR- A NARUC Instruction No. 29 Transfer of ASSEts ......ccovuvimrrveeneereresessisessessensecscnns 1
Surrebuttal MJR-B NARUC Accumulated Depreciation .......c...cceeereeeireseeinemcesesincsesennessessscssssssssens 2
Surrebuttal MJR-C Company Schedule of CIAC not included in rate base.........ccoovvvecvevrerrrerrerrennnnne. 3
Data Request Exhibit RUCO 32.00.....coiiiicccccccaeneinieinistseeseesesessaesstssssssscsssssnssessssssassensane 4
Data Request Exhibit RUCO 30.1.......oocuciiimiicirnieriennicieieinesneeniensesesstsssssseisssnsasssssssesssssssssesssssassessssenas 5




EXECUTIVE SUMMARY
EPCOR WATER ARIZONA, INC.
DOCKET NO. WS-01303A-14-0010

EPCOR Arzona Water, Inc. (“EWAZ” or “Company”) is a certificated Arizona public
service corporation that provides water and wastewater services in various communities throughout
the state. This case includes the districts of Mohave Water, Mohave Wastewater, Paradise Valley
Water, Sun City Water, and Tubac Water.

The Company filed an application for a permanent rate increase based upon a test year
ending June 30, 2013. The Surrebuttal testimony of Ms. Mary J. Rimback herein is to present the
Staff recommended rate base valuation and the depreciation and amortization expense for all five
districts in the application.

The specific issues listed below are discussed in this Sutrebuttal testimony.

Negative Plant Balances — Staff response to Company Rebuttal testimony.

Debit Accumulated Depreciation — Staff response to Company Rebuttal testimony.

Depreciation/Amortization Expense — Staff recommends the removal of fully depreciated
plant from the calculation of depreciation expense. Staff agrees to increases for certain,

amortization expenses proposed by the Company.

Allowance for Funds used During Construction (“AFUDC”) — Staff response to Company

Rebuttal testimony.

Construction Work In Progress (“CWIP”) developer funded Contribution in Aid of
Construction (“CIAC”) — Staff agrees with the Company position based on the Company
representations provided in the application.

Cash Working Capital — Staff response to Company rebuttal testimony.

Water Treatment Equipment-Media — Staff adjusts this to an operating expense rather than
an item of rate base.

Mohave Water Retitements — Staff now includes retirements as noted in the Company
response to RUCO data request DR 32.01.

Accumulated Deferred Income Taxes — Staff has been unable to analyze the effect of the
Company’s response to RUCO data request 30.1 indicating that the Company has recorded
additional Accumulated Deferred Income Taxes (“ADIT”) not included in the application.

Following is a summary of Company proposed and Staff recommended rate bases and
depreciation/amortization expense.




Mobave Water

The Company proposes for Mohave Water District, a rate base of $23,496,515; Staff recommends
$22,434,124, a decrease of $1,062,391. The Company proposes depreciation/amortization expense
of $1,331,139; Staff recommends $1,273,747, a decrease of $57,392.

Mobave Wastewater

The Company proposes for Mohave Wastewater District, a rate base of $5,305,083; Staff
recommends  $4,863,141, a  decrease of $441,942. The Company proposes
depreciation/amortization expense of $§257,946; Staff recommends $253,779, a decrease of $4,167.

Paradise Valley Water

The Company proposes for Paradise Valley Water District, a rate base of $39,380,442; Staff
recommends $37,188,547, a decrease of $2,191,894. The Company proposes
depreciation/amortization expense of $1,608,655; Staff recommends $1,533,204, a decrease of
$75,451.

Sun City Water

The Company proposes for Sun City Water district, a rate base of $26,409,286; Staff recommends
$25,639,023, a decrease of $770,262. The Company proposes depreciation/amottization expense of
$1,916,821; Staff recommends $1,714,309, a decrease of $202,512.

Tubac Water

The Company proposes for Tubac Water district, a rate base of $1,607,775; Staff recommends

$1,340,780, a decrease of $266,966. The Company proposes depreciation/amortization expense of
$238,395; Staff recommends $160,846, a decrease of $77,549.
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I. INTRODUCTION

Q. Please state youtr name, occupation, and business address.

A. My name is Mary J. Rimback. I am a Public Utilities Analyst with the Arizona Corporation
Commission (“ACC” or “Commission”) in the Utlities Division (“Staff’). My business

address 1s 1200 West Washington Street, Phoenix, Arizona 85007.

Q. Are you the same Mary J. Rimback who previously submitted direct testimony in this
case?

A. Yes, I am.

Q. What is the scope of your surrebuttal testimony in this case?
A. [ am presenting Staff’s surrebuttal analysis and recommendations regarding EPCOR Water
Arizona, Inc. (“EWAZ” or “Company”) rate base and related depreciable plant for the five

districts presented in this rate case.

II. PURPOSE OF SURREBUTTAL TESTIMONY

Q. What is the purpose of your surrebuttal testimony in this proceeding?

A. The purpose of my surrebuttal testimony in this proceeding is to tespond, on behalf of Staff
to the rebuttal tesimony of Ms. Sheryl L. Hubbard, Mr. Shawn Bradford, and Mt. John
Guastella, filed on behalf of EWAZ for the five operating districts in this rate application
regarding negative plant balances, debit accumulated depteciation reserve balances,
depreciation and amortization expense, Allowance for funds used duting construction
(“AFUDC”), construction work in progress (“CWIP”), the Company’s cash working capital
allowance, water treatment media investments and costs, Mohave water treatment equipment

— media, and accumulated deferred income taxes.
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Q. Do you attempt to address every issue raised by the Company in its rebuttal
testimony?

A. No. I limit my discussion to certain issues as outlined below. My silence on any particular

issue raised in the Company’s rebuttal testimony does not indicate that Staff agrees with the
Company’s stated rebuttal position on the issue. I rely on my Direct Testimony unless

modified by this surrebuttal testimony.

III. SUMMARY OF RATE BASE ADJUSTMENTS BY DISTRICT
Q. Please summarize Staffs recommended adjustments to rate base as shown on
Sutrebuttal Schedules MJR-3 and MJR-10.

A. Following is a summary of Surrebuttal Schedules MJR-3 and MJR-10.

Mobave Water
The Company proposes for Mohave Water District, a rate base of $23,496,515; Staff

recommends $22,434,124, a decrease of $1,062,391.

Mobave Wastewater
The Company proposes for Mohave Wastewater District, a rate base of $5,305,083; Staff

recommends $4,863,141, a decrease of $§441,942.

Paradise Valley Water
The Company proposes for Paradise Valley Water District, a rate base of $39,380,442; Staff

recommends $37,188,547, a decrease of $2,191,894,
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Sun City Water
The Company proposes for Sun City Water district, a rate base of $26,409,286; Staff

recommends $25,639,023, a decrease of $770,262.

Tubac
The Company proposes for Tubac Water district, a rate base of $1,607,775; Staff

recommends $1,340,780, a decrease of $266,996.

IV. DEPRECIATION AND AMORTIZATION EXPENSES

Q. Did Staff review the Company’s rebuttal testimony concerning the adjustment for

Depreciation and Amortization Expense proposed by Staff?

A. Yes.

Q. Please summarize the depreciation and amortization expense—telated points raised by
the Company in its rebuttal testimony.

A. First, in the rebuttal testimony of Company witness Mr. Guastella, the Company made two
important commitments that will have prospective application. These commitments are to
cease recording depreciation expense once the undetlying plant investments are fully
depreciated, and the Company has agreed to track plant assets by vintage year. These were
major issues raised by Staff and the Company’s commitments will help assure that the

Company is not over depreciating assets going forward.

Q. Please continue.
A. The Company raised issues related to the ongoing amortization of Y2K costs, the
amortization of the Mummy Mountain acquisition, and the amortization of the Sun City Fire

Flow project. Staff now agrees with the Company with regards to these three issues.
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1{ Q. Does Staff agree with the Company’s remaining rebuttal positions?
21 A. Staff continues to disagree as to recovery of the additional 24 — month Allowance for Funds
3 Used During Construction (“AFUDC?”), but accepts with certain amounts discussed in the
4 following.
5
6] Q Please specify the additional amortization amounts Staff is recommending be
7 included in the depreciation and amortization expense?
8l A. Mohave Water Amortization of Y2K project $2,795
9 Mohave Wastewater Amortization of Y 2K project $ 476
10 Paradise Valley Amorttization of Mummy Mountain Acquisition $5,256
11 Sun City Water Amortization of Sun City Fire Flow project $5,904
12 Amortization of Y 2K project $4,105
13 Tubac Amortization of Y2K project § 284
14
15 Q. Please summarize Staffs Surrebuttal adjustments to depreciation expense and related
16 amortization of Contributions in Aid of Construction (“CIAC”) as shown in
17 Surrebuttal Schedule CLP-13.

18] A. Following is a table which specifies the amounts by district as shown in Surtebuttal Schedule

19 CLP-13:
20
Company Staff

District Proposed Recommended Difference
Mohave Water $1,331,139 $1,273,747 $57,392
Mohave Wastewater 257,946 253,779 4,167
Paradise Valley Water 1,608,655 1,533,204 75,451
Sun City Watet 1,916,821 1,714,309 202,512
Tubac Water 238,395 160,846 77,549

21
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V. RATE BASE ADJUSTMENTS MULTIPLE SYSTEMS

Rate Base Adjustment No.1 — Removal of Negative plant balances and phantom assets resulting from Debit

Accumnlated Depreciation (all Districts)

Staff response to rebuttal testimony of Sheryl I.. Hubbard

Q.
A.

Did Staff review the testimony of Ms. Hubbard concerning negative plant balances?

Yes.

Please summarize the Company’s position concerning the negative plant balances?
Ms. Hubbard suggests that some corrections are in order for amounts recorded in the wrong

plant accounts and these mis-postings can be corrected.

Please summarize the basis of Staff’s position regarding the negative plant balances
noted on the Company’s books and records?

Staff noted in its direct case, instances where plant asset balances showed negative investment
levels. Such negative investments levels should not exist on the Company’s books and

records.

Does Staff agree with the Rebuttal testimony of Ms. Hubbard concerning negative
plant balances?

Not completely. Staff agrees that if the Company has found instances when plant additions
or deletions were recorded in the wrong National Association of Regulatory Utility
Commissioners (“NARUC”) account, the plant account balances should be corrected. The
Company has agreed to post these corrections, but details regarding the Company’s

commitment to this effort remain unclear.
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Why is it important for Staff to receive motre clarity from the Company with regards to
the specific amounts and account numbers that the Company intends to address?

Providing specific amounts and account numbers are critical to Staff understanding the
corrections needed. Accounts for all of the adjustments need to be identified by the
Company. Staff notes that these cotrections should not be recorded as retirements, which
can lead to recording phantom assets. The plant additions and associated accumulated
depreciation reserves just need to be recorded in the correct accounts. Only one specific
account cotrection to plant balances is mentioned in the Company’s testimony. The
Company discussed the need to cotrect Account 304330 Computer Software Other and
Account 340300 Computer software in the Paradise Valley District. The Company has not
been specific as to the cotrections it plans to make to these plant accounts, and whether the
Company is also making a comnﬁ&nent to also correcting the related accumulated

depreciation accounts.

As mentioned in Staff’s Direct Testimony, patt of the audit of plant accounts is tracking the
accumulated depreciation by NARUC account.  Different depreciation rates ate
recommended by the Commission and verifying the Company calculations for depreciation
expenses and accumulated depreciation is part of Staff’s audit procedures. Without detailed
information regarding the corrections the Company intends to make, Staff will not be able to

complete this step of its auditing procedures.

Staff Response to Rebuttal testimony of John F. Guastella

Did the Staff review the testimony of Mr. Guastella concerning debit accumulated
depreciation?

Yes.
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Please summarize Mr. Guastella rebuttal comments concerning the debit
accumulated depreciation balances?

On pages 2 and 3 of his rebuttal testimony, Mr. Guastella discusses the “reasonableness” of
the Company’s debit accumulated depreciation reserve balance by referencing the NARUC
Uniform System of Accounts (“USOA”). This basic reasoning was also used by the

Company in the response to data requests submitted by Staff.

Is a limited focus on the NARUC retirement accounting discussion really pertinent to
the Staff concern with debit accumulated depreciation or phantom assets, which were
included in the Company rate base schedules?

No. The plant retirement accounting being discussed by Mr. Guastella is not the real issue.
Staff recognizes that under NARUC plant accounting, plant that is retired is reversed out of
both the orginal plant account and the related accumulated depreciation reserve. The
amount of the reversals are equal to the original cost of the investments (plus or minus

salvage considerations or insurance receipts if the retirement is due to and insurable loss).

However, correcting plant account mis-postings are not retirements, so Mr. Guastella’s
discussion regarding NARUC plant retirements is only one aspect of plant accounting. Stated
another way, the NARUC plant accounting guide related to retirements does not apply to
corrections or plant account transfers. The issues being raised by Staff here are just

corrections and the NARUC plant retirement accounting guides do not apply.

Are there other important considerations that need to be evaluated before booking a
plant retirement by simply reversing the original cost?
Yes. It is not appropriate for ratemaking purposes to effectively allow the recording of

phantom assets without giving full consideration to all issues leading up to the eatly
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retirement. Such issues could include insurable losses, management prudence related to the
performance of required maintenance, and whether or not third party neglect was a cause of
the early retitement. The Company has failed to acknowledge that cotrecting plant account
mis-postings are not retitements and that many of the instances before us were just
corrections. Further, to the extent that there wete actual early retirements, the Company has

failed to address the reasons for the eatly retirements.

Recurring instances on a utility’s books and records where the early plant retirement are
necessary could be an indication that the depreciation rates being used are inappropriate or do
not accurately reflect the expected economic life of the underlying assets. This would need to
be explained by the Company and investigated by Staff before allowing rate base to be
inflated by phantom assets that result from eatly retirements, or before asking the
Commission to consider the extraordinary treatments as suggested on page 5 of Mr.

Guastella’s rebuttal testimony.

Q. Ms. Rimback, you use the term phantom assets in your discussion regarding early
retitements. Can you briefly explain this concept and what that term represents?

A. Yes. When a plant asset is retited the proper accounting is to credit the original cost of the
asset to the respective USOA plant account, and debit the same amount to the accumulated
depreciation teserve associated with this asset. While this step effectively reverses the original
cost out of the plant account, to the extent that the plant has not been fully depreciated, the
debit to the accumulated depreciation reserve will be greater than the balance in this reserve
account since the balance in the resetve account will reflect less than the full original cost of
the asset. This will leave a debit balance in the accumulated depreciation reserve account —
thus representing a phantom debit balance or a phantom asset. As previously noted, the

contributing factors driving this eatly retirement need to fully understood or explained by the
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Company and investigated by Staff before either allowing this phantom asset to be included
in rate base ot before establishing this phantom asset as a separate item to be subject to rate-

recognized amortization of this balance.

Ms. Rimback, am I correct that Staffs positon is that the Company has not provided
and/or otherwise supported the contributing factors leading up to the recurring
instances where debit balances in accumulated depreciation resetve exist on the
Company’s books and records?

Yes.

Are there other references in NARUC, that Staff believes need to be brought to the
Commission’s attention to help clarify the above issues?

Yes, Staff attaches such references Surrebuttal Exhibit MJR-A NARUC Instruction No. 29
Transfer of Assets and Surrebuttal Exhibit MJR-B NARUC Description of Accumulated
Depreciation accounts page 55-56. These guides have relevance to explain how asset
transfers, and other accounting entties such as corrections, should be accounted for on a
regulated utility’s books and records. Staff’s point again is that NARUC plan retirement
accounting does not have relevance in such instances and the focus should not be exclusively

on plant retirements.

Rate Base Adjustment No. 2 Reverse AFUDC 24 month Deferral for Post in Service AFUDC (all Districts)

Q.

A.

Did Staff review the Company Rebuttal testimony of Sheryl L. Hubbard concerning
the Company’s request for a 24-month deferral of post in setvice AFUDC?

Yes.
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Q. Is Staff changing its position from the position it supported in its ditect testimony?
A. No, Staff continues to recommend that continuing to calculate additional AFUDC on

construction projects that are complete and in service or available for service is inapproptiate
and not consistent with traditional ratemaking principles. The Company has calculated a pro-
forma adjustment to the Company books for ratemaking putposes only. The Company is
requesting that not only the AFUDC on construction be allowed, but also the amount should
continue beyond the construction period. The Company is not accounting for this on its

own books in this manner; it requites a pro-forma adjustment for ratemaking purposes only.

The emphasis the Company places on the need for this additional deferral/cost of
construction amount hinges on the existence of regulatory lag. Regulatory lag is a reality for a
regulated utility, but eliminating regulatory lag in all instances should not be an absolute goal
within the ratemaking process. Continuing to accrue AFUDC after the plant’has been placed
into service has been rejected by the Commission in the past and, as just noted, it is not in
keeping with NARUC ratemaking guidelines. The Company generally controls the timing of

capital expenditures and it generally controls the timing of rate cases.

Q. Did the Company revise the amount of defetred AFUDC requested in the direct
testimony in the Company rebuttal testimony?

A. Yes, the Company adjusted this request to:

Rebuttal Increases/(Dectease) from
Testimony Direct Testimony

Mohave Water $763,868 ($42,994)

Mohave Wastewater $ 89,523 $60,806

Paradise Valley Water $397,156 (% 30,441)

Sun City Water $392,361 $167,250

TubacWatet $ 23,381 $ 4,596)
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Q. Did the Company explain these adjustments from its direct testimony to the proposed
amounts in its rebuttal testimony?

A. Yes.

Q. How did the Company explain the adjustment?

A. The revised additional AFUDC level is attributable to the difference between rate base
amounts in the Company direct testimony and the revised amounts provided in the
Company’s revised schedules on October 14, 2014. The Company’s AFUDC calculations are
impacted by the level of the underlying construction projects. Original amounts of AFUDC

requested as a pro-forma addition to rate base were:

Mohave Watet $806,861
Mohave Wastewater $ 28,717
Paradise Valley Water $427,598
Sun City Water $225,112
Tubac Water $ 27,978

Q. Is Staff still opposed to the Company’s proposal to recognize an additional 24-month
deferral of AFUDC?

A. Yes.

Rate Base Adjustment No 3 Working Capital (all Districts)
Q. Did Staff review the rebuttal testimony of Ms. Sheryl Hubbard concerning cash
working capital?

A. Yes.
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Q. Did Ms. Hubbard disagree with Staff on the calculation of the Company’s cash
working capital allowance?
A. Yes, but only in one aspect. Staff removed rate case expense from the calculation of cash

working capital allowance calculation.

Q. What is Staffs response to this disagreement?

A. Staff’s rate case expense is historically termed a normalization of tate case expense and was
appropriately referred to as normalized expense in Staff witness Ms. Christine Payne’s direct
tesimony, Operating Expense Adjustment No. 7 Rate Case Expense. As such, it is an
expense normalized over a period of years, not amortized, for recovery through rates. This
normalization of expenses has been accepted as an exclusion from cash working capital

calculations by the Commission in previous rate cases.

Q. What amounts of rate case expense does Staff recommend be excluded from the cash

working capital calculation?

A. Staff recommends the following amounts of rate case expense be excluded from the cash
working capital calculations:
Mohave Water $ 70,438
Mohave Wastewater $ 11,993
Paradise Valley Water $ 66,802
Sun City Water $101,188
Tubac $ 7,261

These are the amounts the Company included in its cash working capital calculations, not the

rate case expense Staff is recommending.
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What is Staff's recommendation for Working Capital?

Mohave Water $115,714
Mohave Wastewater $ 17,235
Paradise Valley Water $ 14,817
Sun City Water $ 44,181
Tubac $ 5,039

As shown on Surrebuttal Schedules MJR-7

Rate Base Adjustment No. 4 Reverse Contributions in Aid of Construction (“CLAC”) removed attributed to

Construction Work in Progress (“CWIP?) (all Districts)

Q.

Did Staff review the rebuttal testimony of Ms. Sheryl L. Hubbard concetning CIAC
removed which is attributable to CWIP?

Yes, the Company asserts that it has received CIAC for plant not yet completed and reflected
in its rate base. The Company further states that since the CIAC removed is for developet-
funded projects still in CWIP, which is not an addition to rate base, then telated CIAC should

not be a reduction in the rate base calculation.

Did the Company provide a schedule of the developer —funded project still in CWIP at
the end of the test year and therefore deducted from the test year CIAC?
Yes, the Company’s original application included a schedule for removed CIAC; this schedule

is attached as Surrebuttal Exhibit MJR-C Removed CIAC.

What does Staff now recommend?

Staff recommends that the amount of developer funded CIAC funds which the Company
asserts are in CWIP at the end of the test year (including post-test year plant) be excluded
from the CIAC balances used to calculate a reduction to rate base. The adjustments to rate

base are:
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Mohave Water $ 69,169
Mohave Wastewater $227,674
Paradise Valley Water $ 43,632
Sun City Water $845,933
Tubac Water $ 74,010

Rate Base Adjustment No. 4.4 Mohave Water Retirements

Q.

Did the Company respond to a RUCO Data Request related to the retitement of
certain wells in the Mohave Water district?

Yes.

Did Staff revise the rate base for Mohave Water to include additional retirements in its
Surrebuttal testimony?

Yes, based on Surrebuttal Exhibit Data Request RUCO 32.01 part b, the Company states that
certain wells in the Mohave Water district were not retited by the Company. The amount of
$46,307 was deducted from NARUC account 307 Wells and Springs and from Accumulated
Depreciation. This information was not available at the time of the filing of Staffs direct

testimony

Rate Base Adjustment No. 6 Tubac Arsenic Media Replacement

Staff response to Rebuttal testimony of Mr. Shawn Bradford

Q.

Did Staff review the testimony of Mt. Shawn Bradford concerning the Arsenic Media
replacement in the Tubac Water District?

Yes.

Did Staff change its position from the position advocated in its direct testimony
concerning the arsenic media replacement?

Yes.
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Q. Please explain the change in Staffs position concerning the arsenic media
replacement.

A. Staff previously recommended that arsenic media replacement be treated as a capitalized item

and recovered through depreciation expense. Based on Mr. Bradford’s testimony, Staff
agrees with the Company that this is more appropriately accounted for as an operating
expense. Staff is providing, in the Surrebuttal testimony of Staff witness Ms. Christine Payne,

an allowance for chemical expense to cover the cost of the arsenic media on an annual basis.

Q. Did Staff recommend any other adjustments to the accounting for arsenic media
teplacement in the Tubac Water District?
A. Yes, specifically, Staff notes that the Company’s application has two accounts related to the

Water Treatment Equipment.

Account 320100 Water Treatment Equipment non-media
Gross Plant $1,696,187
Accumulated Depreciation ~ § 387,736

Account 320200 Water Treatment Equipment — Media
Gross Plant $249,315
Accumulated Depreciation ~ § 70,762

The Company is proposing that account 320200 have a ten-year life with depreciation
expense calculated at 10 per cent per year or $24,931. To continue to include this in rate
base and collect as an operating expense will result in an unwarranted additional recovery of

the Water Treatment Equipment media.

Staff recommends that the net amount of $178,533 ($249,315-$70,762) currently included in
the account 320200 Water Treatment equipment-Media be removed from the rate base

entirely.
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Accumnlated Deferred Income Taxes (“ADIT”)
Q.

Did the Company provide a tesponse to a RUCO data request related to bonus
depreciation?

Yes.

Can you explain the concept of bonus depreciationi and how this can impact rate
base?

In brief, bonus depreciation is occasionally allowed for income tax purposes, generally to
support or to promote economic spending. For tax purposes the company purchasing a
qualifying asset is allowed to recognize an accelerated tax depreciation which may allow the
company to write off 50 percent or 100 percent of the initial investment in the tax year the

investment was made. For a regulated utility bonus depreciation can greatly increase the

utility’s balance of accumulated deferred income taxes. A liability for ADIT is reduced from
rate base, which lowers the utility revenue requirement. The Company has acknowledged
that bonus depreciation has been taken, qualifying for test year plant additions, but the
resulting impact on the Company’s ADIT savings is not reflected in the Company’s ADIT

balance. When this is propetly captured, a reduction to rate base is anticipated.

Did the Staff review the Company’s response to RUCO data request 30.1?

Yes.

Based on the Company response, does Staff anticipate additional rate base
adjustments will be recommended by Staff related to bonus depreciation?

Yes. Based on the Company response to RUCO Data Request 30.1 concerning bonus
depreciation, it is likely that an adjustment to rate base will be tecommended by Staff. The

Company response to RUCO Data Request 30.1 is attached as an Exhibit to this surrebuttal
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testimony. Specifically, the Company admitted in the data request that additional bonus tax
depreciation was taken on the 2013 federal tax return. The Company states that this decision
was not made until 2014 and therefore is not included in the ADIT calculations for the water
districts in the instant rate case. Staff did not adjust the rate base in Surrebuttal testimony as
the information was received too late to complete an analysis. However, Staff will be
reviewing this information and making a specific recommendation regarding this matter

during the upcoming Commission hearing related to this docket.

Q. Does this conclude your Surrebuttal testimony?

A. Yes, it does.




EPCOR Water Arizona - Mobave Water District
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Test Year Ended June 30, 2013

Surrebutial Schedule MJR-3

—

RATE BASE - ORIGINAL COST

]

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

LESS:
Contributions in Aid of Construction (CIAC)
" Less: Accumulated Amortization
Net CIAC
Advances in Aid of Construction (AIAC)
Customer Meter Deposits
Deferred Income Tax Credits (Debits)
Investment Tax Credits
Regulatory Liabilities
ADD:
Working Capital

Deferred Debits

Original Cost Rate Base

References:

Column [A}: Company Schedule B-1
Column [B}: Schedule MJR-4

Column [C]: Column [A] + Column [B]

(8] [B] 1
COMPANY STAFF
AS STAFF AS
FILED ADJUSTMENTS ADIUSTED
$46,731,133 ($46,307) $46,684,826
15,934,125 233,337 16,167,462
$30,797,008 (§279,644) $30,517,364
$570,329 $0 $570,329
89,194 - 89,194
$481,135 $0 $481,135
$7,012,710 - $7,012,710
8,257 - 8,257
696,852 - 696,852
106,450 (106,450) -
131,008 (15,294) 115,714
873,903 (873,903) -
$23,496,515 ($1,062,391) $22,434,124




COR Water Arizons - Mobave Waier District Surnhuiial Schedule MjR-4
Dockes No, WS-01303A-F4-0010
Test Year Ended Junc 30,2003
SUMMARY OF ORIGINAL COSE RATE BASE ADIUSTMENTS . j
A In} hgl i} L] 1 1G] 1]
AD}H1 A2 AlD} H3 AP H#IA AlD) #3 AD] #o
Addjust Rev AFUDC Weorking Well P Revesss
LINE COMPANY Balanges 24 Mo. Dell Capital Reti Rey iy 1eferred Debits
NO. DESCRIPTION AS FILED Ref; Sch MIR-5 ‘Rc(: Sch MIR-6 h{cf: Sch MJR-7 Refl: Sch AJR-8 ]er: Sch MIR-8A ]l‘\ufz Sch MiR-Y ‘ ADIUSTED
PLANTIN SERVICE:
l 301000 Orher Inangible Plant $ 300 1) 0 50 50 3 0 S340004
2 32000 Franchises 37061 - - - - - - 37061
3 Land and Land Rights Supply 528,700 . - - - . - 700
4 Land and Land Rights Pumping 2351 - - - - - - :
5 Lasncd & Land Rights Treatment - - - - - - - -
3 303300 Land & Land Rights T&D 2,609 - - - - - - 909
7 303600 Land & Land Rights General 47.358 - - - - - - 47358
8 ANAIOD  Siructuses and Impraveavents - Supply 475,826 - - - - - - 475820
9 304200 Structures and Improvemcnts - Pumping 31200 - - - - - - 31,201
19 04300 Struciores and Tmprovements - Treaiment 17,846 - - - . - - 41816
1) 304400 Structures & Improvements Trans & Dist 43346 - - . - - - 43,540
12 304500  Structures & Improvements Generat 43,231 - - - - - - 43231
13 304600 Structures and Improvements - Offices 449,617 - - - - - - 449617
14 304620 Struct & Jrop Leaschold - - - - - - - -
15 304700 Structures & Improvements Store,Shop,Gyge 29,223 - - - - - - 29223
16 304800  Structurcs & Improvements Miscellanzous - - - - - - - -
17 305000 Collect & Impounding 663,944 - - - - - - 663,944
13 307000 Wells & sprngs 6,589,253 - - - {46,307y - - 6,542.9406
19 300000  Supply Mains 93,48) - - - - - - 93,481
20 310000 Power Production Equipment 30,355 - - - - - - 30,355
a1 311000 Pumping Equipment Sicam - - - - - - 407,524
2 311200 Pumping Equipment Eleciric 2,782,896 - - - - - - 278289
23 311300 Pumping Equipment Diesel - . - - - - - -
24 311400 Pumping Equipment Hydraulic - - - - - - - -
25 311500 Pumpiug Equipment Olher 1,009 - - - - - - 1,009
26 311330 Pumping Equipment Water Treatoment - - - - - - - -
27 320000 Water Treatment Equipmient Non-Media 96,933 - - - - - - 96,933
28 320200 Water Trentment Equipment Filier Media 360,547 - . - - - - - 364,547
29 330000  Distribution Reservoirs & Standpipes 2,832,819 - - - - - - 2,832,819
30 330100 Elevaied 1ank and Standpipes - - - - - - - -
31 331001  TD Mains Not Classified by Size 269,444 - - - - - - 269,444
32 331100 TD Rlains 4in & Less 12008818 - - - - - - 12,008,838
33 331200  TD Mains 6in to 8in 3,693,499 - - - . - - 3,693499
34 331300 TD Mains 100 to 16in 1,484,810 - - - - - - 1,484,810
35 331400 T Mains 18in & Grir 76,265 - - - - - - 76,265
36 332000 Fire Mains - - - - - - - -
37 333000 Serviees 7,853,908 - . - - - - 7.853.908
38 33400 Meters 2,638,551 - - - - - - 2,638,551
39 334200 Meter Installations 276,354 - - - - - - 276,354
0 334300 Meter Vauhs - - - - - - - -
4 335000 Hydeants 185,402 . - - - - - 185,402
42 339200  Other P/E-Supply 82,583 - - - - - - 82.383
43 339500 Other P/E-TD - - - - - - - .
44 339600 Other P/E-CPS 186,826 - - - - - - 186,826
45 340100 Office Fumiture & Lquipment 101,669 - - - - - - 104669
46 340200 Computer & Periphat Equipment 109,956 - - - - - - 109,956
47 340300  Computer Software 3,521 - N R - . . . 3521
48 340330 Computer Software Other - - - - - - - -
49 340325 Compiter Software Cusiomized - - - - . - . -
50 340500  Other Office Equipment - - - - - - - -
31 341100 Transporiation Equip Light Dury Teoks 99,015 - - - - - - 92015
52 331200 Transporiation Equip Heavy Doty Tavks 72088 - - - - . - 72,088
53 341400  Transportation Equipment Other . 59,848 - - - - - - 39,848
54 342000 Stores Equipment 1,420 - - - - - - 1420
55 343000 Toobs,Shop,Garage Equipment 221,155 - - - - - - 221,155
56 344000 Laboratory Equipment 7,623 - - - - - - 7623
57 345000 Power Operated Equipment 171,959 . R . - . . 171,089
58 346100  Communication Equipment Non-Telephone 188,877 - . - - - R 188,877
59 346190 Remote Control & Inssrument 880,738 . - - - - . 880,738
60 346200 Communication Equipment Telephone - - . - - - . .
61 346300 Communication Equipment Other 3,104 - - - - - -
62 347000 Miscellancous Equipment - - - - - - -
63 304500 Structres & Jmp Geoeral 9,553 - - - - - - 9,353
64 304600 Stuctires € Improvemens Offices (676} - - - - - - (676)
65 304620 Sirwtuees < Inprovements Lensehold 1,950 - - - - - -
66 334100 Morers 1,151 - - - . - .
61 339600 Other PIE CPS 35739 - - - - - -
8 340100 Offie farniture ¢ Equuipemnt 123,778 - - - . - .
(4] 540200 Compnter &= Peripheral Eqn 82,275 - - - - - .
bl 340500 Compuuter Saftware 55,124 . . . . . .
7 340330 Transportatinn Equipment Other 624 - - - - . .
72 341400 Trangpwortation Fquipment Otber 11,409 - - - - - .
7 245000 Toobs SupGarage Equipment 1531 - - - - . .
74 544000 Loaboraney Equipermnt 1,693 - - - - - .
7 546100 Communication Equeipment non-tekphone 18,236 - - - - . .
76 346190 Remote Contmol €= Insirnment 1,489 - - - - - -
ki 346200 Commnicutinn Eguipment Tekphone 7,077 - - - - - N
7 346300 Crmmnnication Equip Other 80 - - - - . .
79 347000 Miscllancon Equip 39,906 - . - - - . 39906
80 399000  Allocated Corporate Plant | - - - - - - .
81 Rownding/Reconeiling 3 - - - - - . 3
82 - - - - . - .
83 Total Plant in Service S 46,731,133 ) S0 0 (546,307 S0 ) $16.684 526
84 Accumulated Depreciation 15934,125 279,644 - - {46,307 3 - 16,167,462
85 Net Plantin Service (L38 - L 59) $30.797.008 {279,644) - - - - - 037,364
86
87 LESS.
88 Contributions in Aid of Construction (CIAC) $570,329 - - - - . R §70.329
89 Less: Accumulated Amortization 39,104 - - - - - 30,004
90 Net CIAC (L63 - 1.64) SB1135 - B B - . . 181135
91 Advances in Aid of Construction (AJAC) 7,012,110 - R R M2
22 Customer Meree Deposits 8257 - .
93 Deferred Income Tax Credits (Dehits) 696,852 - B
H Investmem Fax Credits 0 - . . . . 5
9 Regminry Liabititics 106,430 - - - (106,450 - .
9% ADI: .
97 Working Capita} Allowance 131,008 - - (15.294) . . 15714
98 Deferred Debits 873,903 - (806,861) 5 - (67,042 .
99 al Cost Rate Buse $23.496.516 {279,644 {806,801} {13.294) - 106430 {67 22434121
100
jbll
2 Raterences:
107 Cohsmn JA] Company Schedules
108 Column (3] MIR Testimony
109 Cohunw |G} M)R Testimony
110 Column [D] MJR Testimony
it Colomn [E] MJR Testimony

Cotumm {F]

MIR Tessimony




-

EPCOR Water Arizona - Mobave Water District Surrebuttal Schedule MJR-5
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

L RATE BASE ADJUSTMENT NO. 1 -DEBIT ACCUMUALTED DEPRECIATION j
(4] B) g

1 ACCT. Debit Accumn Phantom Staff

2 NO. DESCRIPTION Deprecition Assets Recommended

3

4 PLANT IN SERVICE:

5 303300 Land and Land Rights Pumping 10 10 -

6 304200  Structures and Improvements - Pumping (225) (225) -

7 340100  Office Furniture & Equipment (5,919) (5,919) -

8 5340200 Computer & Peciphal Equipment (254,621) (254,621) -

9 346190 Remote Control Instr(corp alloc plant) (289 (289) -
10 346200 - Communication Equipment Telephone (10,833 (10,833 ~
11 346300 Communication Equipment Other (6,235) (6,235) -
12 347000 Misc Equip (corp alloc plant) (1,512) (1,512) -
13 Total Plant in Service $ (279,644) $ (279,644) $ -
14
15

16 References:

17 Column [A] Company Schedules

18 Column [B] MJR Testimony

19 Column [C] Column A minus Columa B




Surrebutial Schedule MJR-6

TEPCOR Water Arizona - Mohave Water District
Docket No. WS-01303A-14-0010
Test Yeur Ended June 30, 2013

RATE BASE ADJUSTMENT NO. 2 - REVERSALOF AFUDC AND DEFERRED DEPRECIATION DEFERRAL

{A] B} (]
COMPANY STAFF
LINE AS STAFF AS
NO. DESCRIPTION FILED ADJUSTMENTS ADJUSTED
1  Defersed Debits $873,003 ($506,861). 467,042

REFERENCES:

Columans [A]: Company schedules
Column [B]: Column [C] less Columnn [A]
Column [C]: See tesumony MJR




EPCOR Water Arizona - Mohave Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Suerehutial Schedule MJR-7

RATE BASE ADJUSTMENT NO. 3 - WORKING CAPITAL ]
1a) ] 1 D) [E]
STAFF B3-6, page 1
COMPANY STAFF TEST YEAR LEAD/LAG CASH WORKING  + CASH WORKING
LINE TEST YEAR TEST YEAR AS FACTQOR Divice by CAPITAL REQ » REQ
NO. DESCRIPTION ARJUSTMENTS ADWISTED COMRANY 365 days COMPANY FE
1 Labor $1,389,973 ($31,653) $1,358,320 10.507 0.0288 § 40,012 s 39,101
2 Purchased Water 26,831 0] 26,831 (71.940) 0.1971) (5,288.28) (5,288)
3 Fuel & Power 546,720 [0) 546,720 ©9:302) (0.0255) (13933.42) (13,933)
4 Chemicals 10,916 o 10,916 34.140 0.0935 1,021.02 1,021
5 Waste Disposal 7,886 0 7,886 9.045 0.0248 19542 195
6 - Intercompany Support Services 950 0 950 10.723 0.0294 279 28
7 Corporate Allocation 347,018 (23,597) 323,421 10.720 0.0294 10,191.87 9,499
8  Outside Services 192,587 0 192,587 8.807 1.0241 4,646.89 4,647
9 Group Insurance 425,293 ! 6,694) 418,599 51.856 0.1421 60,421.90 59,471
10 Pensions 6,694 6,694 51.856 0.142t - 951
11 Regulatory Expense 85,438 : (85,438) 0 74.238 0.2034 17,377.39 -
12 Insurance Other Than Group 101,045 0 101,045 23.761) {0.0651) 6,577.89) 6,578}
13 Customer Accounting 596,154 (25,100) 571,054 (8.686) (0.0238) (14,186.83) (13,390
14 Renrs 16,923 0 16,923 1.575 0.0043 73.02 73
15 Genera) Office Expense 247,950 21,737) 226,213 8.570 0.0235 5,821.73 5311
16 Miscellancous 50,657 5,023 55,680 15.193 0.0416 2,108.58 2,318
17 Maintenance Expense 377,160 0 377,160 (4494 0.0123) (4,643.72) (4,644)
18  Genecal Taxes-Property 180,165 (3,282) 176,883 (172.110) 0.4715) {84,953.97) (83,400)
19 Taxes Payroll 97,538 ? 0 97,538 14.738 Q.0404 3,938.40 3938
20 General Taxes-Other 52,291 : 4 52,291 171.732 0.4705 24,602.84 24,603
21 Income Taxes 628,363 (106,751) 521,612 (0.610) 0.0017) (1,050.14) (872)
22 Interest 601,511 ! (18.224) 583,287 (33.360) {0.0914) {54,976.46) (33,311)
23 Total Operating Expenses $5,983,369 ($310,759) $5,672,610
24
25 CASH WORKING CAPITAL REQUIREMENT (15,171) (30,465)
n
5
28 Company Staff
Company As Filed Cash Working Capital Co Schedule B-6,
29  Suaft Col F $ (15,171) $ (15,294) $  (30,465)
30 Company as filed matetial and Supplies Inventoties B-5 $110,557 $ - $110,557
31 Company as Filed Peepayments B-5 $35,622 $ - $35,622
32
33 Working Capital $131,008 {815,294) $115,714
34
35
36
37

38 ' Compuny did not beeakdown Lead/Lag B-6 between group insurance and pensions
39 % Seaff removed Regulatory expense from lead lag estimates

40 Staff accepts Company breakdown between payroll taxes and other taxes.

41 " Staff Cost of Capirat Testimony

5 " : o
42 7 Suaff calculates property and income taxes based on Staft's rece ded revenuc
6 Wales Testing Inclucled in miscetlaneous charges

43 References:

44 Column {A]: Company Schedule B-6

45 Column [B]: Staff adjustments to expenses, See Testimony CLP
46 Column [C}: Colunin [A] + Column [B]

47 Column [D}: Company provided Lead/Lag Factor

48 Column [E]: Column [A]* Column [D]

49 Column [[F}: Column [C) * Column [D]




R Water Arizona - Mohave Water District Surrebuttal Schedule MJR-8
:No. WS-01303A-14-0010
zar Ended June 30, 2013

RATE BASE ADJUSTMENT NO. 4A - WELL RETIREMENTS

[A] (B] €]
COMPANY STAFF
ACCT AS STAFF AS
NO. Description FILED ADJUSTMENTS ADJUSTED
307 Wells & springs $590,903 ($46,307) $544.596

Accumulated Depreciation

Columns [A): Company schedules
Column [B]: Column [C] less Columa [A]
Column [C): See testimony MJR




EPCOR Water Arizona - Mohave Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule MJR-8A

RATE BASE ADJUSTMENT NO. 5 - REVERSAL OF REGULATORY LIABILITY FOR LOW INCOME TARIFF

OVER-COLLECTION

LINE
NO. DESCRIPTION
1 Regulatory Liability

REFERENCES:

Columns [A): Company schedules
Column [B]: Column [C] less Column [A]
Column [C): See testimony MJR.

1Al (B} [l
COMPANY STAFF
AS STAFF AS
FILED ADJUSTMENTS ADJUSTED
$106,450 ($106,450) %0




EPCOR Water Anizona - Mohave Water District Surrebuttal Schedule MJR-9
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

RATE BASE ADJUSTMENT NO. 6 - REVERSAL OF DEFERRED DEBITS

[a] (8] [l
COMPANY STAFF
LINE AS STAFF AS
NO. DESCRIPTION FILED ADJUSTMENTS ADJUSTED
1 Deferred Debits $%67042 ! ($67,042) $0

REFERENCES:

Columns [A]: Company schedules
Column [B): Column [C] less Column [A]
Column [C]: See testumony MJR

Amount Reduced by 24 month deferral adjustment




EPCOR Water Arizona - Mohave Wastewater District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule MJR-3

RATE BASE - ORIGINAL COST

LINE
NO.

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

LESS:
Contributions in Aid of Construction (CIAC)

Less: Accumulated Amortization
Net CIAC

e
N R T B =N V. TR SR

Advances in Aid of Construction (AIAC)

IR,
W N

Customer Meter Deposits

Deferred Income Tax Credits (Debits)
Investment Tax Credits

Regulatory Liabilities

DY /= e s e
O Ve~

ADD:

[N
N =

Working Capital Allowance

W N
o W

Deferred Debits

W W W
G =

Original Cost Rate Base

References:

Column [A], Company Schedule B-1
Column [B]: Schedule MJR-4

Column [C): Column [A] + Column [B]

(A] (B] (]
COMPANY STAFF
AS STAFF AS
FILED ADJUSTMENTS ADJUSTED
$8,866,427 $0 $8,866,427
693,460 $413,326 1,106,786
$8,172,967 (§413,326) $7,759,641
$1,242,320 $0 $1,242,320
307,248 - 307,248
$935,072 $0 $935,072
$1,916,421 - $1,916,421
- 5
62,236 - 62,236
17,134 101 17,235
28,717 (28,717) -
$5,305,083 ($441,942) $4,863,141




EPCOR Water Arizona - Mohave Wastewater District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Scheduie MJR-4

L SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS ‘]
(Al 1B) i) D) (€} (7
ADJ #1 AD] #2 ADL#3 AD] #4
LINE Ad)just Rev AFUDC Working Not Used STAFF
ACCT. COMPANY Balances 24 mo Deferral Capital
NO. NO. DESCRIPTION ASFILED |Ref Sch MJR-5 |Ref: Sch M[R-6__|Ref: Sch M]R-7_|Ref: Sch MJR-8_| _ ADJUSTED

1

2 PLANT N SERIZICEE:

3

4 RATE

5 335000 Hydrants $ - - $ - - - § -

6 351000 Otganization - - - - - -

7 352000 Franchises 364 - - - - 364
8 353000 Land - - - -

9 354200 Structures & Improvements Collection 196,581 - - - - 196,581
10 354400 Structures & Improvements Treatment 1,047,352 - - - - 1,047,352
11 355400 Power Generation Equipment Treatment 142,907 - - - - 142,907
12 360000 Collection Sewers - Forced 5,385 - - - - 5,385
13 361100 Collecting Mains 2,721,870 - - - - 2,721,870
14 362000 Special Collecting Structures 138,063 - - - - 138,063
15 363000 Services to Customer 530,251 - - - - 530,251
16 364000 Flow Measuring Devices 218,748 - - - - 218,748
17 371100 Pumping Equipment Electric 82,445 - - - - 82,445
18 371200 Manholes : - - - -
19 380000 Treatment and Disposal Equipment 1,013,752 - - - - 1,013,752
20 380050 TD Equipment Grit Removal 135,165 - - - - 135,165
21 380100 - TD Equipment Sed Tanks/Acc 336,115 - - - - 336,115
22 380300 TD Equipment Sldge Dry/Filt 39,113 - - - - 39,113
23 380500 TD Equipment Chemical Treatment Plant 232,909 - - - - 232,909
24 380600 TD Equipment Other Disp 28,914 - - - - 28,914
25 380625 TD Equipment Gen Treatment 1,818,565 - - - - 1,818,565
26 389600 WW Othet Pj/E - CPS 3,549 - - - - 3,549
27 390200 Computers & Peripherals 10,496 - - 10,496
28 391000 Transportation Equip - - - - - -
29 393000 Tool Shop & Garage Equipment 71,567 - - - ~ 71,567
30 394000 Labotatory Equipment 14,336 - - - - 14,336
31 395000 Powet Operating Equipment 16,703 - - - - 16,703
32 396000 Communication Equipment 26,322 - - - - 26,322
33 397000 Miscellancous Equipment - -
34 304500 Structutes & Imp General 853 - - - - 853
35 304600 Stuctures & Improvement Offices 39 - - - - 39
36 304620 Structures & Improvements Leaschold 75 - - - - 75
37 334100 Meters 103 - - - - 103
38 339600 Other P/E CPS 3,194 - - - - 3,194
39 340100 Office furniture & Equipemnt 11,055 - - - - 11,055
40 340200 Computer & Peripheral Equ 7,348 - - - - 7,348
41 340300 Computer Software 4,923 - - - - 4,923
42 340330 Computer Software Other 56 - - - - 56
43 341400 Transportation Equipment Other 1,019 - - - - 1,019
44 343000 Tools,Shop,Garage Equipment 137 - - - - 137
45 344000 Laboraory Equipemnt 151 - - - - 151
46 346100 Communication Equipment non-telephone 1,629 - - - - 1,629
47 346190 Remote Control & Instnument 133 - - - - 133
48 346200 Communication Equipment Telephone 632 - - - - 632
49 346300 Communication Equip Other 43 - - - - 43
50 347000 Miscellaneou Equip 3,564 - - - - 3,564
51 399000 Subtotal Allocated General Plant - - - - - -
52 Staff Rounding 1 - - - - 1
53 Total Plant in Service $ 8,866,427 - $ - - - 8,866,427
54 Accumulated Depreciation 693,460 413,326 0 1,106,786
55 Net Plant in Service (L58 - L 59) $8,172,967 (8413,326) 30 $0 $0 $7,759,641
56

57 LESS:

58 Contributions in Aid of Construction (CIAC) $1,242,320 - - - - $ 1,242,320
59 Less: Accumulated Amortization 307,248 - - 307,248
60 Net CIAC (.63 - L64) $935,072 $0 $0 $0 $935,072
61 Advances mn Aid of Construction (A1AC) 1,916,421 - - - 1,916,421
62 Meter Deposits 5 - - - - 5
63 Decferred Income Tax Credits (Debits) 62,236 - - - - 62,236
64 Investment Tax Credits - - - - - -
65 Regulatory Liabilitics - - - - - R
66 ADD: - - -
67 Working Capital Allowance 17,134 - - 101 - 17,235
68 Deferred Debits 28,717 - (28,717) - - -
69 Staff Rounding 1) - - - - o))
70 Original Cost Rate Base $5,305,083 ($413,326) ($28,717) $101 $0 $4,863,141




EPCOR Water Arizona - Mohave Wastewater District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

RATE BASE ADJUSTMENT NO. 1 - DEBIT ACCUMULATED

LINE NARUC
NO. Acct
DESCRIPTION

355400 Power Generation Equipment Treatrnent
360000 Collection Sewers - Forced
380100 TD Equipment Sed Tanks/Acc
380600 TD Equipment Other Disp
397000 Miscellaneous Equipment
346190 Remote Control & Instrument
347000 Miscellaneou Equip
Subtotal

(oI IR e S L A A

fury
o

(4] [B) €}
Debit Accum Phantom Staff
Depreciation Assets Recommended
(14,910 (14,910)
(15,840) (15,840)
(371,356) (371,356)
(1,235) (1,235)
9,824 9,824)
@6) 0)
(135 (135)
$ (413326) §  (413320) §

Surcebuttal Schedule MJR-5




EPCOR Water Arizona - Mohave Wastewater District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule MJR-6

1  Deferred Debits

REFERENCES:

Columns [A]: Company schedules
Column [B}: Column [C] less Column [A])
Column [C]: See testimony MJR.

$28,717

($28,717)

L RATE BASE ADJUSTMENT NO. 2 REVERSAL OF AFUDC AND DEFERRED DEPRECIATION DEFERRAL
[A] [B) @
COMPANY STAFF
LINE AS STAFF AS
NO. DESCRIPTION FILED ADJUSTMENTS ADJUSTED

$0




EPCOR Water Arizona - Mohave Wastewater District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebutral Schedule M)R-7

RATE BASE ADJUSTMENT NO. 3 - WORKING CAPITAL

(] ) o ]
STALF
COMPANY STAPE TEST YEAR LEAD/LAG

LINE TEST YIZAR TEST YEAR AS DAYS
NO. DESCRIPTION AS FILED ADJUSTMENTS ADJUSTED COMPANY

1 Labor $268,572 ($5,354) $263,218 10.5070

2 Puel & Power 46,241 0 46,241 {9.3690)

3 Chemicals 12,000 0 12,000 34.1400

4 Waste Disposal 34,306 0 34,306 {4.3160)

5 Intercompany Support Services 161 o 161 10.7230

6 Corporate Allocation 58,694 (3,991) 54,703 10.7200

7 Outside Services 34,425 0 34,425 (1.3170)

8 Group Insurance 53,807 ! (725) 53,082 51.8560

9 . Pensions 0 ! 725 725 51.8560

10 Regulatory Expense 11,993 > (11,993) 0 41.1400

11 Insurance Other Than Group 14,658 0 14,658 (23.6780)

12 Customer Accounting 56,396 {4,046) 52,350 (8.5500)

13 Rents Expense 8,199 0 8,199 24.6590

14 General Office Expense 20,902 (3.677) 17,225 11.5770

15 Miscellaneous 84 87 3) ¢ 16.1220

16 Maintenance Expense 31,102 4] 51,102 (8.6330)

17 Property Taxes 61,268 (1,792 59,476 (172.1100)

18  Taxes Payroil 18,540 : 0 18,540 s 147380

19 Taxes Other (6,148) ? 6,148 (6,148) 1724300

20 Income Taxes 141,873 12,583 113,072 ’ 0.6100)

21 Interest 135,810 ! 0 126,442 (33.3600)

22 Total Operating Expenses $1,022,883 ($12,207) §953,775

23

24

25 CASH WORKING CAPITAL REQUIREMENT

26

27

28

Company As Filed Cash Working Capital Co Schedule
29  B-6, Staff col F (28,095) 101 (27.994)
Company As Filed material and Supplies Inventories

30 B3 37,363 - 37,363

31 Company as filed Prepayments B-5 7,866 - 7,866

32 Company Working Capital

33 Working Capital 17,134 101 17,235

34

35

36

37 'St accepts Company breakdown between Group Insurance and Pensions as shown on C-1

38 Staff accepts Company breakdown between payroll taxes and other taxes

39 Staff Removed regulatory expense of $13,230 from the cash working capita) requirement

40 * Staff Cost of Capital Testimony

41 ®Staff caleulates property and income taxes based on Staff's recommended revenue requirement.

42 °Includes water testing expense

43 No lead lag factor provided for water testing or pensions

44

45

46

47

48 References:

49 Column {A}: Company Schedule B-6

50  Column {B]: Staff adjustments to expenses, Sec Testimony CLP

51  Column [C]: Column [A] + Column [B)

52 Column [D}: Company Lead Lag factors Schedule B-6

53 Column [E}: Column {A] * Column [D}

54 Column [} Column {C] * Columan {D]

55

63

G

65

]
[l {7 iG]
B-6, page |
CASH WORKING ASH WORKING
Lead Lag Factor CAPITAL REQ CAPITAL REQ
[01/365 Dags COMPANY STAFE
0.0288 $ 731 $ 7,571
0.0257) (1,187) (1,187)
0.0935 1,122 1,122
0.0118) (406) (406)
0.0294 5 5
0.0294 1,724 1,607
{0.0036) (124 (124
0.1421 7,644 7.541
0.1421 - 103
0.1127 1,352 -
{0.0649) ¥51) (951)
0.0234) (1,321) (1,226)
0.0676 554 554
0.0317 663 346
0.0442 4 ()]
(0.0237) {1,209) (1,209)
(0.4715) (28,890) (28,045)
0.0404 749 749
0.4724 (2,904) (2,904
(0.0017) {237} (189)
0.0914) (12.413) (11,556)
$ (28,095) $ 27,994
{(28,095) $ (27,994)




:No. WS-01303A-14-0010
zar Ended June 30, 2013

R Water Arizona - Mohave Wastewater District Surrebuttal Schedule MJR-§

RATE BASE ADJUSTMENT NO. 4- NOT USED

(4] B)
COMPANY
ACCT AS STAFF
NG, Description FILED ADIUSTMENTS
$0 $0

[
STAFF
AS
ADJUSTED
30

Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Columnn [C]: See testimony BAB




EPCOR Water Arizona - Paradise Valley Water District Surrebuttal Schedule MIR-3
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

| RATE BASE - ORIGINAL COST
[A] B ©
COMPANY STAFF

LINE AS STAFF AS

NO. FILED ADJUSTMENTS ADJUSTED
1 Plant in Service $73,128,007 $8,633 $73,136,640
2 Less: Accumulated Depreciation 23,455,384 $1,416,773 24 872,157
3 Net Plant in Service $49,672,623 ($1,408,140) $48,264,483
4
5  LESS:
6
7  Contributions in Aid of Construction (CIAC) $18,123,892 $0 $18,123,892
8 Less: Accumulated Amortization 8,864,120 - 8,864,120
9 Net CIAC $9,259,772 $ - $9,259,772
10
11  Advances in Aid of Construction (AIAC) $1,554,766 - $1,554,766
12
13 Customer Meter Deposits ‘ 23,819 - 23,819
14 Deferred Income Tax Credits (Debits) 212,749 - 212,749
15 Investment Tax Credits 39,646 - 39,646
16
17
18
19
20 ADD:
21
22  Working Capital Allowance 19,885 (5,068) 14,817
23
30 = Deferred Debits 778,686 (778,686) -
31
33
34 Original Cost Rate Base $39,380,442 ($2,191,894) $37,188,547

References:

Column [A]: Company Schedule B-1
Column [B]: Schedule MJR-4
Column [C]: Column [A] + Column [B]




“

EPCOR Water Arizona - Paradise Valioy Water District Surrebntal Schedule MJR-3

Docket No., WS-01303A-14-0010
Test Year Ended June 30, 2013

{ SUMMARY OF ORIGINAL COSY RATE BASE ADJUSTMENTS 1
(4] 1Bj %] h3! ]
AD] #1 AD) #4 AD) #5
ACCT. Adjust Reverse Reverse STAFF
LINE COMPANY Assets 24 Mo Iof CING Removed Def Debits
J0. NO, DESCRIPTION ASFILED Ref: Sch MYR-3 [Ref: Sch 1R-6 TReE Scb MRS TRef S AR 1 ADIUSTED
PLANT IN SERVICE:
1 301000 Other Intangible Plant 51,831 0 $0 0 0 $0 $1.831
2 302000 Franchises . - - - - - -
3 303200 Land and Land Rights Supply - - - - - - -
4 303300  Land and Land Rights Pumping - - - - - - -
5 303400 Laud & Land Rights Treaument - - - - - -
6 303500 Laad & Land Rights T&D 8324 . , . N .
7 303600 Land & Land Rights General - . - - - -
8 304100  Structures and Fmprovements - Supply 158,547 - - - - B
9 304200  Structures and Improvensents - Pumping 1,282,693 - - - - -
10 304300  Structures and Improvements - Treatment 20,737,611 - - - - -
11 304400  Swucrures & Improvements Trans & Dist 25,764 - - - - -
12 304500  Strucrures & Jmprovements Genera 26,113 - - - . -
13 304600  Structures and Improvements - Offices - - - - - -
14 304620 Structurs & Imp Leasehold - - - - - - -
Y 304700  Strocmures & Improvements Store,Sbop,Gge 4629 - - B - - 4,629
16 304800 Structures & Improvements Miscellaneous (8,633 8,633 - - - - -
17 307000 Wells & springs 2,639,347 - - - - - 2,639,547
18 309000  Supply Mains 373,503 - - - - - 373,503
19 510000  Power Production Equipment 230827 - - - - - 230,827
20 310100 Power Generation Equip Other 554,631 - - - - - 554,631
21 311200 Pumping Equipment Electric 3,893,762 - - - - - 3,893,762
22 311300  Pumping Equipment Diese] 190 . - - - . 190
25 311400  Pumping Equipment Hydraulic - - - - - - -
24 311500  Pumping Equipment Other - - - - - - -
25 511530  Pumping Equipment Water Trestment 358,319 - - - . - 358,319
26 320300 Water Treatment Equipment Non-Media 10,628,952 - . - - - - 10,628,952
27 320200  Water Treatment Equipment Filter Media 702,862 - - - - - 702,862
28 530000 Distribution Reservoirs & Standpipes 2,400,280 - - - - - 2,400,280
29 330200 Ground Level Tanks - - - - - - -
331001 TD Mains Not Classified by Size 3,911,448 - - - - - 3,911,448
51 331100 TD Mains 4in & Less 364,519 - - - - - 364,519
32 351200 ‘TD Mains 6in 10 8in 5,987,202 - - - - - 5,987,202
33 331300 ‘TD Mains 30in to 16in 9,350,895 - - - - - 9,380,895
34 331400  TD Mains 18in & Gr 547,004 - - - - - 547,004
35 332000 Fire Mains 14,058 - - - - - 14058
36 333000 Services 3,818,826 - - - - - 3818326
37 334100 Meters 1,426,811 . - - - - - 1,426,811
38 334200 Meter lostallacions 177,916 . - - - - 171916
39 334300  Meter Vaults - - - - - - -
40 335000 Hydrants 1,384,297 - - - - - 1,384,297
41 339200  Otber P/E-Supply - - . - - - -
42 339600 * Other P/E-CPS 180,523 - - - - - 180,523
43 340100 Office Fumiture & Equipment 61,561 - - - - - 61,561
“ 340200  Computer & Penphal Equipment 38,077 . - - - - 38,077
45 340300  Computer Software 37,405 (6,528) - - - . 30877
46 340330 Computer Software Other (6,528) 6,528 - - - - -
47 340325 Computer Software Customized - - - - - - -
48 340500 Other Office Equipment 321 - - - - - 321
49 341200 Transportation Equip Light Duty Truks - - - - - - R
50 341300 Traosportaton Equip Light Dury Trucks - - - - - - .
51 343400 Transportation Equipment Other 194,855 - - - - - 194,855
52 342000  Stores Equipment 1,943 - - - - - 1943
53 343000  Tools,Shop,Garage Equipment 294,430 - - - - - 294,430
55 344000 Lsboratory Equipment 17,620 - - - . - 17,620
55 345000 Power Operated Equipment 32,228 - - - - - 32228
56 346100  Communication Equipment Non-Telephone 456,755 - - - - - 456,755
57 346190 Remote Control & Instrument 609,765 - - - - . 609,765
58 346200 Communication Equipment Telephone - - - - - - -
59 346300 Comsmunication Equipment Other 58,841 - - - - - 58,841
60 347000 Miscelaneous Equipment - - - - - - .
61 304500 Strvctures & Tmp Genexal 2917 - - - - - 2917
62 304600 Stucrures & Improvement Offices 132 - - - - - 132
6 304620 Scrvctures & hnprovements Leasehold 256 - - - - - 256
64 534100 Meters 351 - - - - - 351
65 339600 Other P/E CP$ 10,917 - - - - - 10,917
66 320100 Office furniture & Equipemnt 37,7% - - - - - 37,79
67 340200 Computer & Pesipheral Equ 25,119 - - - - - 25,119
o8 340300 Computer Software 36,829 - - - - - 16,829
69 340300 Computer Software 19 - - - - - 191
70 341400 Transportation Equipment Other 3,483 - - - - - 3,483
7 343000 Tools,Shop,Garage Equipment 467 - - - - . 467
2 344000 Laboraory Equipemat 517 - - - . R 517
73 346100 C icati i ieph 5,567 . - - - - 5,567
74 346190 Remote Control & Instrument 455 - - - - - 455
s 346200 Communication Equipment Telephone 2,161 - - - - - 2,161
7% 346300 Communication Equip Other 147 - - - - - 147
ki 347000 Miscellaneou Equip 12,183 - - - - - 12,83
K - - - - - . B
7 - - - - - . .
8 Rounding 1 - - - - - 1
81 Total Plant in Service 73,128,007 8633 - - - B 73,136 640
82
8 Less: A d Depreciati 23,455,384 1416773 - - . - 24872157
84 Net Plant in Service (L58 - L 59) $49.672,623 (51.408,140) S0 50 50 50 $i8.264483
85
36 LESS:
87 1 Contsbutions in Aid of Construction (CIAC) $18,123,892 50 50 50 S0 3 18123802
88 1 Less Accumulsied Amortization 8,864,120 - - 8864120
8 Net CIAC (L63 - L64) $9,259,772 50 EY ) ) $9,259,772
% Advauces in Ajd of Consumction (ATAG) 1,554,766 - - - 1,554,766
9 Moter Deposits 23819 - - . 23819
72 Deferred Income Tax Credits Debis) 212,749 - - - 212,749
93 Tnvesunent Tax Credits 39,646 - - - - 39,646
94 -
95 ADD: .
9 Working Capital Allowance 19,985 . - (5.068) - 11817
” Punping Powec . 3 i )
98 Purchase Wasiewater Treaiment Cl - - .
99 Material and Supphies Toventory . . . ) A
100 Prepayments . . . . . )
101 Projected Capital Expenditures - . R . )
102 Dieferred Debits TI8.6306 (427,598) (351,088) .
103 Ronnding i - - - 0
104 Original Cost Rate Base $39,380.341 31408140) (§427.398) $5068) ) (5351088) _ 537.188547
References:
Colwnn [A] Company Schedules
Cohmun [B] MR Testimouy

Cohunn [C] MJR Tesvmony
Column [} MJR Testimony
Colomn [E] MJR Tessimony
Column ] RJR Testinuny
| Colornn [G] Sum of Colimns A duy ¥

_—




EPCOR Water Arizona - Paradise Valley Water District Surrebuttal Schedule MJR-5
Docket No. W§-01303A-14-0010
Test Year Ended June 30, 2013

r—RA’I'E BASE ADJUSTMENT NO. 1-DEBIT ACCUMULATED DEPRECIATION ACCUMUALTED DEPRECIATION AND NEGATIVE PLANT BALANCES

|

A (B] [
LINE ACCT.
NO Debtt Accum Phantom Staff Recommended

1 NQ. DESCRIPTION Depreciation Assets
2
3 PLANTIN SERVICE:
4 301000 Other Intangible Plant ($477,283) ($477,283) $ -
5 304200  Structures and Improvements - Pumping (83,586) (83,586) -
6 304500 Structures & Improvements General 704 (704) -
7 304700 Structures & Improvements Store,Shop,Gge (17,912) (17912) -
8 304800  Structures & Improvements Miscellaneous (133,751) (133,751) -
9 311300  Pumping Equipment Diesel (62,413) (62,413) -
10 339600 Other P/E-CPS (573,526) (573,526) .
11 340330 Computer Software Other (9,129) (9,129) -
12 340500  Other Office Equipment (14,473) (14,473) -
13 345000  Power Operated Equipment (43,4406) (43,446) -
14 346190 Remote Control & Instrument (88) (88) -
15 347000  Miscellaneous (Corp alloc plant) (462 (462) -
16 Subtotal (1,416,773) (1,416,773) y
17
18
19 Negative Plant Balances
20 304800 Structures and Improvements miscellaneous $ (8,633) § 8,633 § -
21 -
22

Rebuttal adjustment

340330 $ (6,528) $ 6,528 §$ -

340300 $ 37405 § (6,528) $ 30,877

$ 30,877 § -

25

26 References:

27 Column [A] Company Schedules

28 Column [B] MJR Testimony

29  Column [C] Column A minus Column B




EPCOR Water Anizona - Paradise Valley Water District Surrebuttal Schedule MJR-6
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

[ RATE BASE ADJUSTMENT NO. 2 - REVERSAL OF AFUDC AND DEFERRED DEPRECIATION DEFERRAL
(4] Bl [
COMPANY STAFF

LINE AS STAFF ADJUSTMENTS AS
NO. DESCRIPTION FILED AMOUNT ADJUSTED
1 Deferred Debits 778,686 ($427,598) $351,088

2
REFERENCES:

Columns [A]: Armount reflected on Co Schedule B-2, page 1
Column [B): Col [C] less Col [A]
Colurnn [C]: Per Testimony MjR




EPCOR Water Arizuna - Paradise Valley Wates District
Docket No. WS01303A-14-00310
Test Year Ended June 50, 2013

Surrebunial Schedule MIR-7

O RATE BASE ADJUSTMENTY NGO, 3 - WORKING CAPITAL ]
i3 & = 1} 1#]
COMPANY LEAD/LAG DOLLAR  DOLLAR

LINE AS FACTOR DAYS DAYS
NO. DESCRIPTION ADIOSTMENTS ADIJSTED COMPANY . COMPANY STALF

1 Labor 1,203,331 (528.673) $1,176.758 10492 00287 §31630 S 3382
2 Purchased Wates 0 0 0 J1125 9.1127 . .

3 Fuel & Power 1329578 o 1320578 8.303) 0227 (30.243) (30,245)
4 Chbemicals 0 58,805 25.125 0.0688 4,048 1048
5 Waste Disposal 0 15,320 (19.739) ©.0541) (826) (828)
6 Intercompany Support Services 0 860 10708 0293 25 25
7 Comporate Allocagon (21,375 292,974 10.705 0.0293 9,219 2,593
8 Outside Services 0 235,418 (20.148) (0.0278) (6.490) (6,490
9 Group Insurance (5.881) 321,965 51.841 01420 36,280 143,729
10 Regulatory Expense : (66,802) 0 74.419 02039 13,620 -

11 Fensions 3,881 51.841 0.1420 0 551
12 Insurance Othes Than Group 138,643 0, 138,643 (13.794) ©.0378) (5,240) (5.290)
13 Customer Accountag 199,658 (21,192 178,466 8.709) (00239 (4,754) (4,258
14 Rents 30,456 0 30,456 9.486 0.0260 792 792
15 General Office Expense 132,498 (19.691) 112,807 6.821 00187 2476 2,108
16 Miscelaneous 91,440 ¢ 954 92,394 10.776 0.0295 2,700 2,728
17 Maintenance Expense 512,882 (63,908) 448,974 ©.321) (0.0253) (13,097 (11.465)
18 Propery Taxes 345,500 # ®78 336,872 (172.125) ©4716) (162972) (158,861)
19 Taxes - Payroll 85,375 : 0 85,375 14723 0.0403 3434 3444
20 Tases -Other 35,301 * 0 35,401 170.591 04674 16,545 16,545
21 lncome Tax 1,053,144 * (188,480) 864,664 ©.625) ©.0017) (1,803) (1,481)
22

23 Interest §1,008.139 ! 41.237) 966,902 (33.375) 0.0914) 92,183) (88,412)
24 $7,183,635 (5463,002) 6,724,514

25 (5183.822) §  (188,891)
26  WORKING CASH REQUIREMENT

2

;Z

29

Company As Filed Cash Working Capital Co
30 Schedule B-6, Staff Col F (5183,822) (§5.069) ($188,891)
Company as filed material and Supplies

31 lnventories B5 $159,515 $159,513

32 Company as Filed Prepayments B-5 §44,192 544192

33

34 Working Capital $19.885 (55,068) $14,817

35

36

37

38

39 ! Company did not breakdown Lead/Lag B-6 between group insurance and pensions

40 *Staff removed Regulatory expense of $66,802 from iead lag estimates

41 *Staff accepts Compary breakdown between payroll taxes and other taxes.

42 *Staff Cost of Capital Testimony

43 ®Staff calculates property and income tases based on Staff's recommended revenue requitement.
44 “lincludes water testing expense

45 No lead lag factor provided for water testing Or pensions

47 References:

48 Column [A): Company Schedule B-6

49 Column (B}: Staff adjustments to expenses, See Testmony CLP
50 Column {CJ: Column {A] + Column [B}

51 Column [D}: Company provided Lead/Lag Factor

52 Column [E]: Column {A] * Column [D)

53 Column {F]: Cotumn [C] * Column [D}

34,650

$0.028745




_ Water Arizona - Paradise Valley Water District
No. WS-01303A-14-0010
ar Ended June 30, 2013

Surrebuttal Schedule MJR-8

RATE BASE ADJUSTMENT NO. 4 - Not used

B}
(4] B] [
COMPANY STAFF
AS STAFF AS
DESCRIPTION FILED ADJUSTMENTS ADJUSTED
Contributions in Aid of Construction $18,123,892 $0 §18,123,892

REFERENCES:

Columns [A]: Company schedules
Column [B]: Column [C] less Columnn [A]
[C]: See testimony MJR




BPCOR Water Arizona - Paradise Valley Water District Surrebuttal Schedule MjR-9
Daocket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

RATE BASE ADJUSTMENT NO. 5 -REVERSE DEFERRED DEBI'TS

[A] (B] [€]
COMPANY STAFF
LINE AS STAFF AS
NO. DESCRIPTION FILED ADJUSTMENTS ADJUSTED
1 Deferred Debits $351,088 Y ($351,088) 2 $0

REFERENCES:

Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
[C]: See testimony MJR

! Amount reduced by 24 month deferral adjustment
* Company adjustment DR 12.2




EPCOR Water Arizona - Sun City Water District
Docket No. WS-01303A-14-0010
Test Year Ended Jusne 30, 2013

Surrebuttal Schedule MJR-3

[ RATE BASE - ORIGINAL COST
1Al B] ©
COMPANY STAFFR

LINE AS STAFF AS

NO. FILED ADJUSTMENTS ADJUSTED
1  Plant in Service $76,011,241 98,493 76,109,734
2 Less: Accumulated Depreciation 26,280,898 715,283 26,996,181
3 Net Plant in Service $49,730,343 (616,790) 49,113,553
4
5 LESS:
6
7  Contributions in Aid of Construction (CIAC) $17,500,750 - 17,500,750
8 Less: Accumulated Amortization 1,375,475 - 1,375,475
9 Net CIAC $16,125,275 - 16,125,275
10
11  Advances in Aid of Construction (AIAC) $6,374,283 - 6,374,283
12
13 Customer Meter Deposits 4,903 - 4,903
14 Deferred Income Tax Credits (Debits) 1,014,247 - 1,014,247
15 Investment Tax Credits
16 Regulatory Liabilities 90,329 (90,329) -
17
18
19
20 ADD:
21
22 Working Capital Allowance 62,870 (18,689) 44,181
23
30 Deferred Debits 225,112 (225,112) -
31
33
34 Original Cost Rate Base $26,409,286 (770,262) 25,639,023

References:

Column [A]: Company Schedule B-1
Column [B]: Schedule MJR-4
Column [C]: Column [A] + Column [B]




EPCOR Warer Arizona - Sun City Water Districe
5A-14-0010
Temt Year Ended fune 30, 2013

Surrebutial Schedule MJR-4

SUMMARY O F-ORIGIN.

AL COSTRAVE BASE ADJUSTM

1 111 ) ]
Adjst Rev APUDC Weeking
Babances 24 M el apital
ACCT, COMPANY Adi =3 STA
NO. DESCRIPTION ASFILED [Ret: Sehativ 7 |Re 1 _apjustEn
P1ANT IN SERUICE:

t 01KH) Onganizaion 4 30 0 s 0 s6 3 7
2 3026F) Francises - -

3 MARKY Foasnd & L Rigls 85 - 268,738
1 3030 Eand & Land Rights P - - 456
5 3035K) Land & Land Righis 1D - - 10,493
4 303600 Land & Land Right s AG - - - 15
7 30400 Sreser & hinp 35 (28,493} 98,493 -

3 304200 Siruct & Jowp P 3T 00 4,367,063
9 304390 Srruct & Joap W 126 815 126,815
10 0400 Stmct & Jovp T -

1 304500 Stauct & bnp AG - - -

12 304600 Struct & Imp Offices. -

13 304620 Stnuct & Imp Leaschold - - E
14 304800 Srruct & Imp Mise 1,383,151 - - - 1,383,351
15 305000 Collecs & Impounding 314 - - - - 31
16 307000 Wells & Springs 3,812,341 - - - 3,812,341
7 309000 Supply Moins 787,833 . - - - 787,835
13 31000¢ Power Generation Equip 1,430,917 - - - - 1,830,917
1 313000 Pumping Equip Steam - - - . -
2 311100 Other Powes Produetion 4473 - - - - 4473
7 311200 Pump Equip Electic 11,150,383 - - - 11,150,383
22 311300 Pumg Equip Diesel 213,446 - - - - 213,446
XY 311400 Pummp Equip Hydravlic 16,219 - - 16,119
2 311500 Pumgp Equip Other 210,006 - - 210,006
2 311530 Pumping Equip Wat ce Trimt 35,035 . - - . 35,035
% 320100 WT Equip Non-Medis 881,711 - - - - w1711
2 320200 Sokurion Chemical Feeders 120,791 B - - 120,791
28 330000 Dist Reservoirs & Standpipe 5,621,435 - - - . 5421435
2 330200 Pressore Tank 23,435 - - 83,435
30 331001 TD Maing Not Classified by Size 1,128,336 - - 1,128336
31 331100 TD Mains din & Less 13,290,173 - - - - 13,200,123
32 331200 TD Mains 6in Lo 8in 4,576,963 4,576,963
E 331300 TD Mains 10in to J6in 5,251,696 . - - E 5,251,696
3 331400 TD Mains 18in & Grtc 152,297 - - - 152,237
35 332000 Fire Mains . - - - - .
36 333000 Serviees 6,609,463 - - - 6,600,463
37 334100 Meters 6,145,053 - - 6,145,033
38 334200 Meter Instalfations 660,094 - - 660,094
3 334300 Meter Vaults 952 - - . 952
20 335000 Hydrants 2,941,652 - - R 291,652
B 336000 Backflow Preventors 0% - - - 7,036
a2 339500 Other P/ETD 523 - - - - 52
o 339600 Other P/E CPS 179,653 179,653
“ 340100 Office Forniture & Equip 19242 - 729,242
5 340200 Comp & Periph Equip 223,284 - - - 223,286
% 340300 Computes Sofrwate 43,402 - . 43,200
47 340310 Computer Software 9,105 - - 9105
s 340325 Computer Software Cust om 169314 - - - 16914
49 340500 Othes Office Equipmem 3,854 - - - - - 3,854
50 341100 Trens Equip Lt Dury Trks 976,141 - - 976,241
51 361200 Teans Eaquip Hyy Duty Teks 53,958 - - - 54,958
52 343400 Tranz Equip Other 85,411 - - 85,411
53 342000 Stores Equipmen 20,135 - - - - 20,135
54 343000 ToolsShop,Garage Equip 376,007 - - 376,007
55 344000 Laborstory Equipment 107,428 - - - 107,428
6 345000 Power Operated Equipment 151,89 - . 151,899
7 346100 Comm Equip Non-Telephone 218,768 - . - 218,768
58 346190 Remote Control & Instrument. 396,433 - - 396,433
59 346200 Comm Equip Telephone 1,126 - - 1,126
0 336300 Comm Equip Or her 174797 - - 174,797
61 347000 Misc Equipment 16,219 - - - - 10,219
62 300 Shructures & Imp General 13904 - 13,904
6 I0I600  Sivetures < Tanprove et Offies o) - . )
[23 34620 Stwitwres & Imsprove ments Lerasehotd 2238 - - - 2,838
65 339100 Meters 1,675 - - - - 1,675
6 339600 Otber P/E CPS 52,046 - - - . 52,046
67 30100 Ofie firniture &+ Equiperat 180,156 - - - 180,156
68 240200 Computer ¢ Peripheral Equ 119,750 - - . 119,750
69 G0 Omp-lrr!t/l-wr 80,229 - - 80,229
7 310330 Computer Sefiware Otber 0 - . 909
7 311400 Transpertation Equipuse nt Other 16,606 - - 16,606
72 343000 Toate Shep.Garage Eguipment . . - .
k) 344000 Loborsory Equipe mt 1,692 - 4692
" 346100 Communisation Equipras it non-teliphone 26,542 - - - 26,512
75 196190 Remete Controd & Ing tramient 2168 - - 2,068
76 346200 Conmsmication Equipme af Telgons 10,300 - - 10,300
k 346300 Conpmunication Eguip Otbe r (32 699
7% 347000 Miscellaneons Equiporrnt 58,082 58,082
3 Yomngtonwn (149,497 - (149,497)
80 Rounding o . - - - . )
bl Total Plant in Service $76,011,241 598,493 | 50 0| s | 5o 76,109,734 |
82 Accumulated Depreciation 498 715,283 26,976,181
8 Net Plaut in Service (.58 - L 59) $49.730.343 (5616.790) 50 0 30 30 49,113,553
L

8 LESS:

5 Contsitunions in Aid of Constaetion (CIAC) $17,500,750 50 0 $0 50 17,500,750
87 Less: Accomulated Amortization 1,375,475 - - - B - 1375475
8 Net CIAC (163 - L64) 516,175,275 50 50 0 5o s0 $16,125.275
89 Advances in Aid of Comtuctian (AJAC) 6,374,283 6,374,283
by Mzier Deposits 4,903 4,903
21 Deferred Income Tax Credits (Debnts) 1,014,247 - 1,014,247
22 tnvesiment Tax Credits - - - - -
93 Regulatory Liahik 90,329 (0329) B
94 s .
95 Capirad Allywance 62,87 (18,689) 4,181
% Pumping Power - .
o7 Puschase Wastewarer Trestinent Charges

() aterial and Supphes Tnvent ooy

99 Prepayments
100
10) Defecsed Drbats ez - -
102 Reundig )
1 Original Cost Rute Base (8616590 S18.680 30 $960,329 $25.639,024
04
W5
186
7
ns
W References:
tro Columm [A] Company Schedules
Y uron (2] MR Testimony
12 Columm IC} MJR Testimony
n3 Cohamn D) MJR Testimony
4 Colume £} MIR Testimony
ns Calunm |F]

PR




EPCOR Water Arizona - Sun City Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule MJR-5

RATE BASE ADJUSTMENT NO. 1 - DEBIT ACCUMULATED DEPRECIATION AND NEGATIVE PLANT VALUES I

(A 2] ©
LINE ACCT. Debit Accum Phantom Staff
NO. NO. DESCRIPTION Depreciation Assets Recommended

1 303200 Land & Land Rights SS 60) (60) -

2 334200 Meter Installations (137,217) (137,217) -

3 339600 Other P/E CPS (62,988) (62,988) -

4 340200 Comp & Periph Equip (833,278) (833,278) -

5 340500 Other Office Equipment (3,387) (3,387) -

6 344000 Laboratory Equipment (5,932) (5,932) -

7 346190 Remote Control & Instrument (420) (420) -

8 347000 Miscellaneous Equipment (2,201) (2,201) -

9 304100 Structures and Improvements Supply $ 330,200 330,200 -
10 Subtotal (715,283) (715,283) -
11
12
13
14 [4] ) ©
15
16
17 Negative Plant Phantom Staff
18 Depreciation Assets Recommended
19 304100 Structures and Improvements Supply $ (98,493) 98,493 -
20
21
22
23
24

25 References:
26 Column [A]
27 Column [B]
28 Column [C]
29
30

Company Schedules
MJR Testimony

Column A minus Column B




EPCOR Water Arizona - Sun City Water District Surrebuttal Schedule MJR-6
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

RATE BASE ADJUSTMENT NO. 2 - REVERSAL OF AFUDC AND DEFERRED DEPRECTIATION DEFERRAL

(a1 (8] [
COMPANY STAFF
LINE AS STAFF ADJUSTMENTS AS
NO. DESCRIPTION FILED AMOUNT ADJUSTED
1 Deferred Debits 225,112 ($225,112) $0

REFERENCES:

Columns [A}: Amount reflected on Co Schedule B-2, page 1
Column [B]: Col [C] less col [A]

Column [C}: Per Testumony MJR




EPCOR Waier Arizona - Sun City Warer District
Docketr No. WS-01303A-14-0010
Test Year Ended June 30, 2053

Surrebutral Schedule MjR-7

RATE BASE ADJUSTMENT NO. 3 - WORKING CAPITAL

NO.

29

39
40
41
42
43
44

46
47
48
49

51
52
53

(] B} 1D}
STAFF
STAFF TEST YEAR LEAD/LAG
T YLEAR AS FACTOR

DESCRIPION ADJUSTMIENTS ADRIUSTED COMPANY
Labor $1,711,461 (846,525) $1,664,936 10.602
Purchased Water 0 0 0 41.235
Fuel & Power 1,557.580 0 1,552,380 (7.434)
Chemicals 34,119 o 34,119 (13.708)
Waste Disposal 4,661 0 4,661 10.172
Intercompany Support Services 1,396 0 1,396 10.818
Corporate Allocation 510,069 (34,683) 475,386 10.815
Qutside Services 280,698 0 280,698 6.880
Group Insurance 497,020 (6.298) ! 490,722 51.951
Pensions 6,298 51.851
Regulatory Expense 101,188 (101,188) 2 0 78.551
Insvrance Other Than Group 288,791 i3 288,791 {31.453)
Customer Accounting 845,044 (38,583) 806,461 (8.593)
Rents 45,805 0 45,805 27.859
General Office Expense 212,603 (31,950) 180,653 1.964
Miscellaneous 462,692 (5,853) ¢ 456,839 13.435
Maintenance Expense 205,746 [} 205,746 (5.65)
Generat Taxes-Property 456,767 (8,330) 448,437 (172.02)
Tases - Payroll 121,103 i : 121,105 14.83
Taxes - Other 97,801 0 ® 97,801 172.62
Tncome Taxes 706,258 (110,130) 506,128 ©.52)
Interest 676,078 {9.463) * 666,615 (33.27)
Total Operating Expenses 58,816,842 (§393,002) $8,430,178
CASH WORKING CAPITAL REQUIREMENT
Company As Filed Cash Working Capital Co
Schedule B-6, Saff Col F (123,197 (18,689) (141,885)
Company as filed material and Supplies
Inventories B-5 117,539 - 117,539
Company as Filed Prepayments B-5 68,527 - 68,527
Working Capital 62,869 {18,689) 44,181

? Company did not breakdown Lead/}.ag B-6 between group insurance and pensions

? Staff removed Regulatory expense from Jead lag estimates

* Sraff accepts Company breakdown benween payroll taxes and other taxes.

* Staff Cost of Capital Testimony

5 .
Includes water testing expense
» No amount shown fot Taxes pagroll on income statement,.

b No lead lag factor provided for water testing or pensions

References:
Column [A]: Company Schedule B-6

Column [B]: Staff adjustments to expenses, See Testimony CLP

Column [C}: Column [4} + Column [B]
Column [D]: Company provided Lead/Lag Factor
Column {E}: Column [4] * Column (D]
Column [F): Column [C) * Column [D]

0.029
0.113
(0.020)
(0.038)
0.028
0.030
0.030
0.019
0.142
0.142
0.215
(0.086)
(0.024)
0.076
0.005
0.037
(0.015)
(0.471)
0.041
0.473
(0.001)
(0.091)

)

B-6, page 1
CASH WORKING
CAPITAL REQ

COMPANY

49,712
(31,723)
(1,281)
130

11
15,113
5,291
70,742

21,776
(24,886)
(19,894)

3,496
1,144
17,031
(3,185)
(215,262)
4922
46,252
©97)
(61,616)
(123,197

(123,197

*

*

1)
CASH WORKING
CAPITAL REQ
STAY

48,301

(31,723)
(1,281)
130
o
14,086
5,201
60,845
896

(24,886)
(18,986)
3,496
972
16,815
,185)
@11,337)
4922
46,252
(541
(60,753)
$ (141,885)

§ (141,885)

218,906




R Water Arizona - Sun City Water District Surrebuttal Schedule MjR -8
- No. WS-01303A-14-0010
ear Ended June 30, 2013

RATE BASE ADJUSTMENT NO. 4 - not used ]
[A] [B] [€]
COMPANY STAFF
ACCT AS STAFF AS
NO. Description FILED ADJUSTMENTS ADJUSTED
CIAC $17,500,750 $0 $17,500,750

Columns [A}: Company schedules
Column [B]: Column [C] less Columa [A]
Colurnn [C]: See testinony MJR




EPCOR Water Arizona - Sun City Water District Surrebuttal Schedule MJR-9
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

RATE BASE ADJUSTMENT NO. 5 - REVERSAL OF REGULATORY LIABILITY FOR LOW INCOME
TARIFF OVER-COLLECTION

[} {B] !
COMPANY STAEF
LINE AS STAFF ADJUSTMENTS AS
NO. DESCRIPTION FILED AMOUNT ADIUSTED
1 Regulatory Liability 90,329 ($90,329) $0

REFERENCES:

Colurnns [A]: Amount reflected ont Co Schedule B-2, page 1
Column [B]: Col [C] less col [A]

Column [C]: Pex Testimony MJR




EPCOR Water Arizona - Tubac Water District ‘ Surrebuttal Schedule MJR-3
Docket No. WS-01303A-14-0010
"Test Year Ended June 30, 2013

| RATE BASE - ORIGINAL COST
(Al [B] C]
COMPANY STAFF
LINE AS STAFF AS
NO. ~FILED ADJUSTMENTS ADJUSTED
1 Plant in Service $6,467,719 ($249,315) $6,218,404
2 Less: Accumulated Depreciation 1,942,238 ($68,885) 1,873,353
3 Net Plant in Service $4,525,481 ($180,430) $4,345,051
4
5 LESS:
6
7  Contributions in Aid of Construction (CIAC) $1,076,185 $0 $1,076,185
8 Less: Accumulated Amortization 45,823 $ - 45,823
9 Net CIAC 1,030,362 $0 $1,030,362
10
11  Advances in Aid of Construction (AIAC) $1,952,127 - $1,952,127
12
13 Customer Meter Deposits 517 - 517
14 Deferred Income Tax Credits (Debits) 26,304 - 26,304
15 Investment Tax Credits - - -
16  Regulatory Liability - - -
17
18
19  ADD:
20
21 Working Capital Allowance 8,215 (3,176) 5,039
28
29 Deferred Debits 83,390 (83,390) -
30
32
33 Original Cost Rate Base $1,607,775 ($266,996) $1,340,780
References:

Column [A}: Company Schedule B-1
Column [B]: Schedule MJR-4
Column [C]: Column [A] + Column [B]




LEPCOR Water Arizona - Tobac Water D)
Docket Na. WS-03313A-14-0010
Fest Year Ended June 30, 2033

Surrcbunal Schedule MJR-4

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

"l i I\ e ¥ 1G)
AR #t ADj] #2 AD]#3 AL #5
Adjust Rer AFUDC  Working Capitst Anenic Media
LINE ACCT. COMPANY Batances Defeszal Capital Not 1ised ’
NO. O DESCRIVIION AS FILED _|_Ref: Sch MJR-4A_|Ref. Sch MIR-6 [Ref: Sch MIR-7 [Ref: Sch MIR-B [Ref: Sch MIK-9 | _ADIUSTED

PLANT JN SERTH
1 301000 Other Intangible Plant
2 302000 Franchises
5 303200 Land and Land Rights Supply
1 303300 Land and Land Rights Pumping
5 303400  Land & Land Rights Treatment
6
7
8
9

303500 Land & Land Rights T&D
303600  Land & Land Rights Geveral
304100  Structures and Improvements - Supply

304200 Strucrures and Improvements - Pumping

10 304300  Structures and Improvements - Trestment
1 304400  Structures & Jmprovements Traos & Dist
12 304500  Swuctwres & Improvements General

13 304600  Structures and lmprovements - Offices
14 304620 Structures & Jmp Leasehold

15 304700 Structures & Imp Store, Shop, Gge

16 305000 Collect & Impounding

7 307000 - Wells & springs

18 309000 Supply Mains

19 330000 Power Production Equipment

20 311000 Pumping Equipment Steam

2 311200 Pumping Equipment Electdc

22 313300 . Pumping Equipment Diesel

23 311400 Pumping Equipment Hydraulic

24 311500  Pumping Equipment Other

25 311530 Pumping Equipment Water Treatment
26 320100  Water Treatment Equipment Non-Media
27 330200 Water Treatment Equipment Filter Media
23 330000 Distribution Reservoirs & Standpipes
29 330200  Ground Level Tanks

30 331001 TD Mains Not Classified by Size

31 331100 TD Mains 4in & Less

32 331200 TD Mains Gin to 8in

33 351300 TD Mains 10in to 16

34 331400 TD Mains 18in & G

35 332000  Fire Mains

36 333000  Services

37 334500  Meters

38 334200  Mever Installations

39 334300 Meter Vavhs

0 335000 Hydrants

41 339200 Other P/E-Supply

a2 339600  Other P/E-CPS

43 340100  Office Fumirure & Equipment

54 340200 Computer & Periphal Equipment

45 340300  Computer Sofrware

46 340510  Computer Sofrware Mainframe

47 340325 Computer Software Customized

48 340500 Otber Office Equipment

49 341100 Transporation Equip Light Duty Truks
50 341200  Transportstion Equip Heavy Duty Truks
51 341300  Transportation Equipment Other

52 311400 Transponation Equipment Other

53 342000  Stores Equipment

54 343000  Tools,Shop,Garage Equipment

[ 344000  Laboratory Equipment

56 345000 Power Operated Equipment

57 336100 Communication Equipment Noo-Telephone
58 346190 Remote Control & Instrument

59 346200 Communication Equipment Telephone
60 346300 Communication Equipment Other

61 347000  Miscellancous Equipment

62 304500 Structures & Imp Genersl

63 304600 Swctures & Tmprovement Offices

64 304620 Structures & Improvements Leaschold
65 334100 Metecs

66 339600 Other P/E CPS

67 340100 Office famiture & Equipemnt

68 340200 Computer & Peripheral Equ

69 340300 Computer Software

E) 340300 Compnter Sofrware-Other

7 341400 Transporiation Equipment Other

72 343000 Tools,Shop,Garage Equipment

EX) 344000 Labozaory Equipemnt

74 346100 C ication Equi Jeph
75 346190 Remote Contro) & Instrument

7% 346200 Communication Equipment Telephone
77 346300 Communication Equip Other

78 347000 Miscellaneou Equip

9

80 Rownding

81 District Subtotal

82 Accurmuiated Depreciaton

83 Net Plant in Service (.58 - L 59)

B4

85 LESS:

86 Contrihntions in Aid of Constroction (C1AQ)

87 Less: Accomulaled Amortization

83 Net CIAC (163 - 1.64)

89 Advances in Aid of Constraction (AIAC)

20 Meter Deposits

21 Deferred Tncome Tax Credits (Debits)

92 Investment Tax Cred

93 Regnatory Lisbiliny

94 ADD:

95 Working Capital Allowance

9% Defersed Debits

97 nal Cost Rate Base

93

99

190 References:

01 Colunn [A] Company Schedules

102 Columu [B] MJR Testimony

103 Cotomn (] MJR Testimony

104 Colwnn {D] MIR Testimony

105 Calusn 5] MJR Testmony

106 Columm [} MjR Testimony

107 Cohsmn [G] Sum of Columus A thau ¥

$567 50 0 50 50 50 s 567
2030 - . . - - 2,030
61,19 - - - - - 61,190
50 - - - - - 50
50 ) R R . R
22 - - - . -
2,755 - - - B -
25292 - - - . -
14,608 - - - . -
302 - - - - -
156 - . - - -
° - . - . . .
498 - - - - - 498
o R R . R R
44,598 - - - - - 44,598

0 R R . . - .
236074 - - - - - 236,074

0 . R . . R

20225 - - . - . 20225

0 . . R . - -

279,401 - - - . - 279,401
879 - - - . - 879

0 . . R R . .
403,824 - - - - - 403,824

0 . - - - . .

1,696,187 - - - - . 1,696,187
249,315 - - - - (249,515 .
210,840 - - - - - 210,840

0 R . R . - -
364,469 - - - - - 364,469
886,119 . - - - - 886,119
96,807 - - - - - 896,807

37,161 - - - - - 37,161

0 - - . - - -

o R R R R - R
617,549 - - - - - 617,549
194260 - - - - - 194,260

22040 - - - - - 22,040

0 - - - - - -
136,093 - - - - - 136,093

0 . . R . - R

461 - - . - - 461
5453 - - - - - 5453
1,336 - - - - - 1,336

0 - R - . . R

[ - - - - . -

[} - - - . R R

[ - - - . - -

17,166 - - - - - 12,166

o - - . - - .

0 N . - . . .

0 . - . - - -

0 R . R . - .

22179 - - - - - 22179

[ - - - - - .

0 . - . - - -

1,932 - . - - - 1,932
0 - - - . . R
0 - - - - - R
659 - - - - - 659
o . . - R - -
361 - - - - - 361
0 - - - R . R
74 - - - - - %
43 - - - - - 43
1,350 - - - - - 1,350
4672 - - - - - 4672
3,028 - - - - - 3,028
56 - - - - - 56
2,228 - - - - - 2228
431 - - - - - 431
) R . . . - -
64 - - - - - 68
688 - - - - - 688
56 - - - - - 56
197 - - - - - 197
18 - - - - - 18
1,506 - - - - - 1,506
0 R . . R - .
0 - - -
$ 6467719 0 0 [ 0 @49,315) 6,213,404
1,942.238 1.877 0,762) 1,873,353
54525481 G1877) 50 50 50 (3178,553) $4,345,051
$1,076,185 - - - - - 1,076,185
45823 - - - - 45823
$1,030,362 50 0 50 50 S0 1,030,362
1,952,127 - - - - 1,952,127
517 - - . 517
26,304 - - - - 26,504
8215 - - (3,176 - 5039
83,390 - (21.978) - - (55412 -
1607775 §1.877) (§27978) (83.176) $0 (5233.963) $1,340.780




EPCOR Water Arizona - Tubac Water District

Docket No. W§-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule MJR-5

EATE BASE ADJUSTMENT NO. 1- PLANT IN SERVICE AND DEBIT ACCUMULATED DEPRECIATION

LINE ACCT.
NO. NO.
1 303500
2 342000
3
4
5
[
7
8 References:
9 Column [A]
10 Column [B]
11 Column [C}

DESCRIPTION

Land & Land Rights T&D
Stores Equipment
District Subtotal

Company Schedules
MJR Testimony
Column A munus Column B

A) Bl 1<
Debit Accum Phantom Staff Recommended
Depreciation Assets Value
(17) (117) .
(1,760) (1,760) -
(L877) G1877) 8 .




EPCOR Water Arizona - Tubac Water District Surreburtta) Schedule MJR-6
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

RATE BASE ADJUSTMENT NO. 2 - REVERSAL OF AFUDC AND DEFERRED DEPRECIATION DEFERRAL J

(4] £ ]
COMPANY STAFF STAFF
LINE AS ADJUSTMENTS AS
NO. DESCRIPTION FILED AMOUNT ADJUSTED

1 Deferred Debits 83,390 ($27,978) §55,412

2

3

4 REFERENCES:

5  Columns [A): Amount reflected on Co Schedule B-2, page 1

6 Column [B]: Col [C] less col [A]

7  Column [C]: Per Testmony MJR

8

9

-
k=1




VEPCOR Water Anzona - Tubac Water Distoict Surrchurtal Schedule MJR-7
WS-01303A-14-00i0
ded June 30, 2013

RATE BASE ADJUSTMENT NO. 3 - WORKING CAPITAL ]
o] ) €] 3] = ¥
STAFF B-6, page }
COMPANY STAFF TEST YEAR LEAD/LAG CASH WORKING CASH WORKING
LINE TEST YEAR TEST YEAR AS FACTOR CAPITALREQ CAPITALREQ
NO. DESCRIPTION AS FI ADJUSTMENTS ADIUSTED COMPANY COMPANY STA

1

2 Labor §179,440 (3,75 $176,265 10.377 00284 § 5,102 5011
3 Purchased Water $0 0 $0 41.010 01124 - -

4+ Fuel & Power $33,324 0 $33,324 (6.603} (0.0181) (603) (603)
5 Chemicals $98,034 (32,592) $66,342 41.010 01124 11,116 7,454
6 Waste Disposal $811 0 $811 (30.828) (0.0845) (68) 69
7 Intercompany Support Services $95 [ §95 10.593 0.0290 3 3
8  Corporate Allocation $34,814 (2,367) $32,447 10.580 0.0290 1,010 941
9 Outside Services $26,870 a $26,870 7.238 0.0198 533 533
10 Group Insurance $38,250 ! 429 $57,821 51.726 01417 5,421 3,360
11 Pensions $430 51.726 01417 - 61
12 Regulatory Expense §7,261 : 7,261y $Q 89.856 0.2456 1,784 -

13 Insurance Other Than Group $12,198 0 $12,198 (23.808) 0.0652) (796) (796)
14 Customer Accounting $22,882 (3,871} $19,011 {8.819) (0.0242) {353) (459)
15 Rents §7,566 0 $7,566 24.051 0.0659 499 499
16 General Office Expense $28,204 (2,181) $26,023 7.926 0.0217 612 565
17 Miscellaneous $6,577 ¢ {1,958) $4,619 16.824 0.0434 285 200
18  Maintenance Expense $38,435 0 $38,435 (10.043) {0.0275) (1,058) (1,058)
19 Property Taxes §37,502 (3,143) $34,359 (172.2400) (0.4719) (17,697 (16,214)
20 Taxes - Payroll $13,897 ? 0 $13,897 14.6080 0.0400 556 556
21 Taxes-Other $2,260 : 0 $2,260 176.8240 04844 1,095 1,095
22 Income Tax $42,897 (10,902) $31,995 (0.7400) {0.0020) [t) {65)
ER]

23 Interest §41,320 ¢ {10,482) $30,838 (33.4900) 0.0918) (3,791) (2,829)
25 Total Operating Expenses $673,537 (§78,361) $595,606 109 § 3,362 §186

26
27 CASH WORKING CAPITAL REQUIREMENT 3,362 186
28 16,157
29

Company As Filed Cash Working Capital Co Schedule
30 B-6, Staff Col F $3,362 ($3,176) $ 186
Company as filed matenal and Supplies Inventosies B-

31 35 $0 $0
32 Company as Filed Prepayments B-5 $4,853 $4853

33
34  Working Capital $8,215 (§3,176) $5,039
35
36
37

39 ' Company did not breakdown Lead/Lag B-6 between group insurance and pensions
40 *Staff removed Regulatory expense of from lead lag estmates

41 Staff accepts Company breakdown berween payroll taxes and other tases.

42 “Staff Cost of Capital Testmony

43 ®Staff Caleulates property and income taxes based on Staff's ded revenue

44 “Water testing included in miscellaneous
< aNo amount shown fos Taxes payroll on income statement, Staff used loadt lag factor for property taves for tases other.

46 Column [A}: Company Schedule B-6

47 Column [B): Staff adjustments o expenses, See Testimony CLP
48 Column [C): Column [A] + Column [B]

49 Column [D]: Company provided Lead/Lag Facior

50 Column [E}: Column [A] * Column [D]

51 Column {F]: Column {C] * Column [Dj

52




EPCOR Water Arizona - Tubac Water District
Docket No. WS-(1303A-14-0010
Test Year Ended jJune 30, 2013

Surrebuttal Schedule MJR-8

r Not used ‘
(4] (B} [
COMPANY STAFF STAFF

LINE AS ADJUSTMENTS AS
NO. DESCRIPTION FILED AMOUNT ADJUSTED

1

2

3

4 REFERENCES:

5 - Colummns [A]: Amount reflecied on Co Schedule B-2, page 1

6 Column [B]: Col [C] less col [A]

7  Column [C}: Per Testmony MJR

8

9

10




EPCOR Water Arizona - Tubac Water District Surrebutial Schedule MJR-9

Docket No. WS-013034-14-0010
Test Year Ended June 30, 2013

[ RATE BASE ADJUSTMENT NO. § - ARSENIC MEDIA
(Al ®) @
COMPANY STAFF STAFF
LINE AS ADJUSTMENTS AS
NO. DESCRIPTION FILED AMOUNT ADJUSTED
1 Reverse Deferred Debits § 55412 ! (55,412)  $ -
Plant accounts
3 320200 Remove existing deferred in plant 249,315 (249,315) -
Accumulated Depreciation 70,762 (70,762) -
4 REFERENCES:
5 Columns [A)]: - Amount reflected on Co Schedule B-2, page 1
6 Column [B): Col [C] less col {A]
7 Column [C]: Per Testimony MJR and DR STF BAB 12.2 Revised
8
9




EPCOR Water Arizona - All Districts
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

r Depreciation/Amortization All Districts ]
[A) (8] [
Company
LINE Proposed Adjustment Staff Recommended

NO. DESCRIPTION

1 Mohave Water $ 1,331,139
2 Mohave Wastewater $ 257,946
3 Paradise Valley Water $ 1,608,655
4 Sun City Water $ 1,916,821
5 Tubac Water $ 238,395
6
7
8
9
10 REFERENCES:
11 Columns [A]: Amount reflected on Co Schedule C-2
12 Column [B]: Col [C] less col [A]
13 Column [C]: Per Testimony MJR
14
15
16

LG &Y W) &5 A

(57,392)
(4,167)
(75,451)
(202,512)
(77,549)

1,273,747
253,779
1,533,204
1,714,309
160,846

& 5 XS KO LA

Surrcbuttal Schedule MJR-10




Surrebuttal Exhibit MJR-A
NARUC Instruction No. 29 Transfer of Assets




28.

29.

ACCOUNTING INSTRUCTIONS /;

Utility Plant - Work Order and Property Record System Required

A. Each utility shall record all construction and retirements of
utility plant by means of work orders or job orders. Separate work
orders may be opened for additions to and retirements of utility
plant or the retirements may be included with the construction work
order, provided, however, that all items relating to the
retirements shall be kept separate from those relating to
construction and provided, further, that any maintenance costs
involved in the work shall likewise be segregated.

B. Each utility shall keep its work order system so as to show

‘the nature of each addition to or retirement of utility plant, the

total cost thereof, the source or sources of costs, and the utility
plant account or accounts to which charged or credited. Work
orders covering jobs of short duration may be cleared monthly.

C. Each utility shall maintain records in which, for each plant
account, the amounts of the annual additions and retirements are
classified so as to show the number and the cost of the various
retirement units or other appropriate record units included -
therein.

Utility Plant - Transfers of Property

A. When property is transferred from one utility plant account to
another, from one utility department to another, such as from water
to wastewater, from one operating division or area to another, to
or from accounts 101 - Utility Plant in Service, 102 - Utility
Plant Leased to Others and 103 - Property Held for Future Use, the
transfer shall be recorded by transferring the original cost
thereof from the one account, department, or location to the other.
Any related amounts carried in the accounts for accumulated
depreciation or amortization shall be transferred in accordance
with the segregation of such accounts.

B. When depreciable property is transferred from the utility
plant accounts to account 121 - Nonutility Property, the transfer
shall be accomplished by crediting the utility plant accounts and
charging the accumulated depreciation with the book cost of the
item transferred; the accumulated depreciation shall then be
credited and account 121 - Nonutility Property, concurrently
charged with the market value of the property transferred. If the
property is sold within a relatively short time, a debit or credit
shall be made to the accumulated depreciation to adjust the
estimated salvage to the amount actually realized.

34
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Surrebuttal Exhibit MJR-B
NARUC Accumulated Depreciation




106.

108.

BALANCE SHEET ACCOUNTS

7

B. Work orders shall be cleared from this account as soon as
practicable after completion of the job. Further, if a project,
such as pumping station or treatment plant, is designed to consist
of two or more units which may be placed in service at different
dates, any expenditures which are common to and which will be used
in the operatign of the project as a whole shall be included in
utility plant in service upon the completion and the readiness for
service of the first .unit. Any expenditures which are identified
exclusively with units of property not yet in service shall be
included in this account.

C. Expenditures on research and development projects for
construction of utility facilities are to be included in a separate
subdivision in this account. Records must be maintained to show

separately each project along with complete detail of the nature
and purpose of the research and development project together with
the related costs.

Completed Construction Not Clagsified

At the end of the year or such other date as a balance sheet
may be required by the Commission, this account shall include the
total of the balances of work orders for utility plant which has
been completed and placed in service but which work orders have not
been classified for transfer to the detailed utility plant
accounts. :

Note:--For the purpose of reporting to the Commission, the
classification of utility plant in service by accounts is required. -
The utility shall also report the balance in this account
tentatively classified as accurately as practicable according to
prescribed account classifications. The purpose of this provision
is to avoid any significant omissions in reported amounts of
utility plant in service.

Accumulated Depreciation

A. This account shall reflect the depreciation accumulated on
plant used in water utility service.

B.  The utility shall maintain separate subaccounts corresponding
with the depreciable plant accounts, in which the accumulated
depreciation total is segregated.

C. The following subaccounts shall be maintained:

108.1 Accumulated Depreciation of Utility Plant in Service

A. This account shall be credited with the folléwing:

55




BALANCE SHEET ACCOUNTS

(1) Amounts charged to account 403 - Depreciation
Expense, to account 416 - Costs and Expenses of
Merchandising, Jobbing and Contract Work, or to
clearing accounts for current depreciation expense
(excludes contributed plant).

(2) Amounts of depreciation applicable to utility
properties acquired as operating units or systems (See
Accounting Instruction 21).

(3} Amounts charged to account 182 -
Extraordinary Property Losses, when authorized by the
Commission.

(4) Amounts equal to those concurrently charged
to account 272 - Accumulated Amortization of
Contributions in Aid of Construction, if such
amortization is recognized by the Commission.

Note:--See Accounting Instruction 8 and account 439
regarding adjustments for past accrued depreciation.

B. At the time of retirement of depreciable utility
plant in service, this account shall be charged with
the book cost of the property retired plus the cost of
removal, and shall be credited with the salvage value
and any other amounts recovered, such as insurance.
When retirement, cost of removal and salvage are
entered originally in retirement work orders, the net
total of such work orders may be included in a separate
sub-account hereunder. Upon completion of the work
order, the proper distribution to subdivisions of this
account shall be made as provided in the following
paragraph.

C. When transfers of plant are made from one utility
plant account to another, or from or to another utility
department, or from or to nonutility property, the
accounting for the related accumulated depreciation
shall be as provided in Accounting Instruction 29.

D. The utility is restricted in itswuse of this
accumulated depreciation account to the purposes set
forth above. It shall not divert any portion of this
account or make any other use thereof without
authorization by the Commission.
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Surrebuttal Exhibit MJR-C
Company Schedule of CIAC Not Included in Rate
Base
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Data Request Exhibit
RUCO 32.01 Retired Wells




COMPANY: EPCOR Water Arizona Inc.

DOCKET NO: WS-01303A-14-0010
Response provided by: Sheryl L. Hubbard
Title: Director, Regulatory & Rates
Address: 2355 W. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027
Company Response Number: RUCO 32.01 Page 10of2
Q: Plant Not Used and Useful — In the direct testimony of Staff's Engineer Michal

Thompson, he identified the following plant items as not being used and useful.

The Mohave water system has five (5) inactive wells, listed under Table A, which
have been disconnected, capped, and abandoned. Staff concludes that the wells
are not used and useful to the District’s provision of service.

The Camp Mohave water system has one (1) inactive well, listed under Table B,
which has been disconnected, capped, and abandoned. Staff concludes that the
well is not used and useful to the District's provision of service.

The Lake Mohave water system has one (1) inactive well, listed under Table C,
which has been disconnected from the water system. Staff concludes that the well
is not used and useful to the District’s provision of service.

The Desert Foothills water system has one (1) inactive well, listed under Table A,
which has been disconnected from the water system. Staff concludes that the well
is not used and useful to the District’s provision of service.

Please provide the following information:

a. When each of the plant items identified above was placed into service (date),
and the original plant cost of the plant items identified above. In addition,
please provide the supporting documentation for the plant items identified
above (e.g. invoice). '

b. When each of the items identified above was taken out of service (date).

c. The funding source of any of the plant items listed above (e.g. debt, AIAC, or
CIAC). In addition, please provide the supporting documentation for the funding
source.

a. Please see file attached labeled “RUCO 32.01 Mohave Wells.xlsx” for in-
service dates, and original cost of the wells. As shown on attachment, the
subject wells were placed in service in 1947-1961 except for two which were
placed in service in 1995 or 1996. The invoices supporting these plant
additions that were the subject of several previously-litigated rate proceedings
are no longer available.

b. It does not appear from our analysis of asset listings that the wells noted on
attachment labeled "“RUCQO 32.01 Mohave Wells.xIsx” have been retired.




COMPANY: EPCOR Water Arizona Inc.
DOCKET NO: WS-01303A-14-0010

Response provided by:
Title:

Address:

Company Response Number:

Shery! L. Hubbard
Director, Regulatory & Rates

2355 W. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027

RUCO 32.01 Page 2 of 2

¢. The funding sources of these wells that have gone through at least 3
acquisitions is not readily retrievable in the accounting system, and the
accounting for these wells has been accepted by the Commission in previous
rate case decisions involving the Mohave Water district.
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Data Request Exhibit

RUCO 30.1 and RUCO 27.1 Accumulated Deferred
Income Taxes




COMPANY: EPCOR Water Arizona Inc.

DOCKET NO: WS-01303A-14-0010
Response provided by: Greg Barber
Title: Controller
Address: 2355 W. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027
Company Response Number: RUCO 30.1 Page 1 of 3
Q: Refer to the response to RUCO 27.1.

a. Does the $15,079,357 amount in account 2902 ADIT-liability at 6/30/2014 fully
reflect the impact of all tax depreciation, including 2013 bonus tax
depreciation, that was reflected for EWAZ on the EPCOR Water (USA) Inc.
and Subsidiaries 2013 federal income tax return?

1. If not, explain fully why not, and identify additional amounts of 2013 tax
depreciation taken on the 2013 federal income tax return that were not yet
reflected in the 6/30/2014 ADIT balance of 15,079,357.

b. Show in detail all vintages of tax depreciation (e.g., 2012 bonus tax
depreciation, 2012 MACRS, 2013 bonus tax depreciation, and 2013 MACRS,
and other) that are included in the derivation of the $15,079,357 amount in
account 2902 ADIT-liability at 6/30/2014.

c. Also, show what state and federal tax rates were applied to the tax-book
depreciation differences and other tax-book differences to derive each
component of the 6/30/2014 ADIT balances in accounts 1587 and 2902.

d. Show in detail all vintages of tax depreciation (e.g., 2012 bonus tax
depreciation, 2012 MACRS, 2013 bonus tax depreciation, and 2013 MACRS,
and other) that are included in the derivation of the $14,469,205 amount in
account 2902 ADIT-liability at 12/31/2013.

e. Show in detail what state and federal tax rates were applied to the tax-book
depreciation differences and other tax-book differences to derive each
component of the 12/31/2013 ADIT balances in accounts 1587 and 2902.

A:
a. The $15,079,357 amount in account 2902 ADIT-fiability at 6/30/2014 is an

estimate of the half-year tax depreciation from 1/1/2014 to 6/30/2014. It does
not include 2013 bonus tax depreciation that was reflected for EWAZ on the
EPCOR Water (USA) Inc. and Subsidiaries 2013 federal income tax return.
The decision to use bonus tax depreciation was not made untif just prior to the
tax return filing date in September of 2014.




COMPANY:
DOCKET NO:

EPCOR Water Arizona Inc.
WS-01303A-14-0010

Response provided by:

Title:

Address:

Company Response Number:

Greg Barber

Controller

2355 W. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027

RUCO 30.1

Page 2 of 3

b. See the detail for tax depreciation that is included in the derivation of the
$15,079,357 amount in account 2902 ADIT-liability at 6/30/2014.

Deferred

Tax Return Form 4562 Classification

3%yr

Tax @

ADIT Liability Balance Account 29026/30/2014

_ iSpecial depreciation-Bonus
_ACRS-Other

3yr
Syr
Iy

Pior year MACRS property

Rég/Bdok Debreciatidﬁb

R
(Accumulated Difference
38.925%;

Depreciation ADIT within acct 2502

MACRS

MACRS
LMACRS
(MACRS
MACRS

Estimated 2014 tax depreciation x 50%

2012

1$15,079,357
59218951

;Estimated éEstimated

2013

. 6/30/2014 -

Total

| §730283
A

$0
$18,443

513,858,962
389,936 |

3

966,828

1628315,398

912,623,892

...966737
$0
$18,443

b 313,858,962
$51488 .

$28,315,398

$12481,367 . $12,481,367

934,683,996

622,623,504

1533710611

$13,712,341

$12,481,367 . $80,875,974.

457,192,250

- $12,060,492

520,856,405

(51,230974) $23,683,724.

$12,060,492

24,914,698 |

p23683724
. $9,.218890

The net effective state tax rate used was 3.925% and a federal tax rate of 35%

were applied to the tax-book depreciation differences and other tax-book
differences to derive each component of the 6/30/2014 ADIT balances in
accounts 1587 and 2902.




Company Response Number:

COMPANY: EPCOR Water Arizona Inc.
DOCKET NO: WS-01303A-14-0010
Response provided by: Greg Barber
Title: Controller
Address:

2355 W. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027

RUCO 30.1

Page 30f 3

d.

See below for the detail of tax depreciation included in the derivation of the

$14,469,205 amount in account 2902 ADIT-liability at 12/31/2013.

ADIT Liability Balance  Account 2902 12/31/2013

Depreciation ADIT withinacct2002

‘Special depreciation-Bonus

__ACRS-Other . ®
By MacRs
LY . - MACRS |
L
25yr MACRS
-39yr MACRS

‘Pior year MACRS property

Tax Depreciation

Reg/Book Depreciation

‘Difference
Accumulated Difference
:Deferred Tax @ 38.925%

The net effective state tax rate used was 3.925% and a federal tax rate of 35%

MACRS

2012

610,841,521

Estimated

2013

$14,469,205

| 97,302,683

;

%0

$66,828

s
 P13858,962
| 513,389,536

$3,323
$31,253,034

$51,488 |

| $5321,209 | $12,623,852

L s,
S13BSBIEL.

$13,441,024 -
§70,151 -
$31,253,034

! 534,683,996

©§22,623,504

$36,648,247 |

1$20,856,405

§71,332,243

$43,479,909

| $12,060,492

$15,791,842

427,852,334 |

- §12,060,492

1510,841,521

$27,852,334

| 410,841,521

that was applied to the tax-book depreciation differences and other tax-book
differences to derive each component of the 6/30/2013 ADIT balances in

accounts 1587 and 2902.




COMPANY: EPCOR Water Arizona inc.
DOCKET NO: WS-01303A-14-0010
Response provided by: Greg Barber
Title: Controller
Address: 2355 W. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027
Company Response Number: RUCO 271 Page 1 of 4
Q: Refer to the response to RUCO 18.1 and to the Excel attachment to that response

which was provided on 12/31/2014. Concerning accounting for the Internal
Revenue Code §338(h)(10) election, for each EWAZ utility, and to the ADIT
balances that EPCOR has reflected in rate base for each utility:

a.

Has the Company reflected as the ADIT amounts for rate base for each utility,
the 6/30/2013 balances that were listed in the Excel file (and reproduced
below):

6/30/2013 { B (384,558) | {6,726,112)
Factor  iAcct 1587- FIT Asset. | Acct 2902 - FIT Liability :
Mohave Wastewater ‘ 1.3356%; {5,136) (89,834);
sunCityWater || 1LGOGBM|  (44e3) | (780673)
TubacWater . 0.7922% (3,046)| (53,284),
Mohave Water || 789%%  (30,366) e
Paradise ValleyWater | | 7.4530%| (27507 | (48L,119)

If not, explain fully why not, and show in detail the ADIT amounts used by
EPCORin its proposed rate base for each utility, and show in detail how each
of those ADIT amounts were developed.

Are negative amounts for accounts 1587 and 2902 indicative of credit balances
in each of those accounts as of 6/30/20137

1. If not, explain fully what the credit balances in each of these accounts
represent.

. Explain the decrease in the Account 2902 ADIT from $1,040,359 at 12/31/2011

to $113,631 at 1/31/2012.

Explain the zero balances in account 2902 and 1587 at 2/29/2012.

Show in detail how the $384,558 in account 1587 is derived, including all book-
tax differences and the income tax rates applied to each difference.

Show in detail how the $6,726,112 in account 2902 is derived, including all
book-tax differences and the income tax rates applied to each difference.

Why doesn't the $6,726,112 amount in account 2902 change at all from
12/31/2012 to 6/30/20127 Explain fully.

Provide the ADIT balance, by account, in total and on each utility's books as of
each of the following dates:

1. 12/31/2013
2. 06/30/2014
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3. 12/31/2014 (provide the Company's best estimates if actuals are not yet

available)

j. ls the Company aware that bonus tax depreciation was recently extended for
2014 by the US Congress and signed into law by President Obama?

1. If not, explain fully why not.
2. If so, explain fully the Company's awareness of the availability of 2014
bonus tax depreciation.

k. Has or will EPCOR utilize 2014 bonus tax depreciation?
1. If not, explain fully why not. »
2. If so, show the calculations including the estimated impacts on ADIT
from using 2014 bonus depreciation.
A:

a. No.

b. The correct ADIT amounts for rate base for each district are reflected in the
table below. The factors used in the table provided in response to data
request number RUCO 18.1 were based on the 4-factor allocation method and
are incorrect. The correct allocation factors are reflected in the table below and
are based on the general metered customer allocation:

6/30/2013 . ($384558)  ($6726112)
o - Factor Acct 1587 - FIT Asset | Acct 2902 - FIT Liability
Mohave Wastewater  0.8752% ($3366)  ($58,867)
Sun City Water | 14.2637% ($54852)  ($959,392)
Tubac Water 0.3699% ($1422) (524,880)
Mohave Water  9.8001% ($37,687) ($659,166)
Paradise Valley Water  2.9920% ($11,506) ($201,245)

The calculation for the ADIT amounts is shown on Company workpaper labeled

“EUSA TB by BU_131101_Sch E.xIsx” which was provided as part of the

Company's original workpapers in this case.

c. Yes, the negative amounts for accounts 1587 and 2902 are indicative of credit

balances.
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d. The decrease in the debit balance for account 2902 ADIT from $1,040,359 at

12/31/2011 to $113,631 at 1/31/2012, was mainly due to the increase in the
deferred tax liability generally caused by tax depreciation exceeding book
depreciation.

The zero balances in account 2902 and 1587 at 2/29/2012 were caused by the
Company not making an income tax provision calculation during that interim
period.

The detailed calculations for the $384,558 in account 1587 were prepared by
the Company’s outside tax consultants. We have requested those files from
our consultants and once received the Company will provide them to RUCO.
The detailed calculations for the $6,726,112 in account 2902 were prepared by
the Company’s outside tax consultants. We have requested those files from
our consultants and once received the Company will provide them to RUCO.
The $6,726,112 amount in account 2902 did not change at all from 12/31/2012
to 6/30/2012 because the Company did not prepare an income tax provision
calculation during these periods.

The ADIT balance, by account, in total and on each district's books as of each
of the following dates are presented in the tables below:

i. 12/31/2013:
General Metered
12/31/2013 | Customer 4274820 (14,469,205)
o o Factor Acct 1587 FIT Asset | Acct 2902 - Liability
Mohave Wastewater  ~ ~~ 08752% 37415  (126,642)
sunCity Water . 14.2637% 609749 ~ (2,063,849)
Tubac Water 0.3699% 15,813 {53,524
Mohave Water ......9.8001% 418936,  (1,417,994)
Paradise Valley Water P 2.9920%: _ 127,901 {432,915

ii. 06/30/2014:
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16/30/2014

‘Mohave Wastewater
SunCity Water .

‘Tubac Water
§Mohave Water

‘Paradise Valley Water |

' General Metered

Customer 996,509 | (15,079,357)
Factor "Acct 1587 - FIT Asset  Acct 2902 - Liability
0.8752% 8,722 (131,982)
L14.26037% 142139 (2,150,879)
10.3699% 3686 (55,781
9.8001%" 97,659 (1,477,790)
2.9920% .. 29815 0 (451,170)

iii. 12/31/2014 — we are unable to provide an accurate estimate due to the
fact the actuals are not yet available to be input into our income tax
provisioning process.

j. Yes, the Company is aware that bonus tax depreciation was recently extended
for 2014 by the US Congress and signed into law by President Obama. On
December 16, 2014, Congress passed a tax extender package which included
an extension of 50% bonus depreciation through the end of 2014. Thus, 50%
bonus depreciation is available for qualifying personal business property placed
in service during 2014. In addition, the new law allows 50% bonus depreciation
through 2015 for certain property with a longer production period and certain
aircraft. The Company intends to do a thorough analysis of these rules for its
2014 Income Tax Returns.

k. The Company intends to do a thorough analysis of the bonus tax depreciation

rules to determine if it will use these rules.
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The surrebuttal testimony of Christine L. Payne addresses the following issues:

Revenue Requirement — The following table presents Staff’s surrebuttal recommended tevenue
compared to the EPCOR Water Arizona, Inc.’s (“Company”) proposed revenue in dollars for each

district:

District

Mohave Water
Mohave Wastewater
Paradise Valley Water
Sun City Water
Tubac Water

Totals

Test Year Operating Income — The following table presents Staff’s recommended operating income

EXECUTIVE SUMMARY
EPCOR WATER ARIZONA, INC.
DOCKET NO. WS-01303A-14-0010

Staff’s

Recommended

Revenue

$ 7,870,575
$ 1,402,026
$ 9,737,684
$ 11,219,958
$ 816,004
$ 31,046,247

Company’s
Proposed
Revenue

$ 8,327,207
$ 1,509,477
$ 10,489,588
$ 11,871,945
$ 977,682
$ 33,175,899

and the Company’s proposed operating income in dollars by district:

District

Mohave Water
Mohave Wastewater
Paradise Valley Water
Sun City Water
Tubac Water

Totals

The ptrimary differences in operating income for Staff and the Company relate to corporate
allocations. Property taxes and income taxes are conforming as a result of changes in revenues. The
Company concurs with Staff’s adjusted test year revenues recommended in its direct testimony and
has made the proper adjustments in its rebuttal schedules.

Dollar Difference

$ 456,632
$ 107,451
$ 751,904
$ 651,987
$ 161,678
$ 2,129,652

Staff’s Company’s

Recommended Proposed

Op.Income Op.Income Difference
$ 1,435,784 $ 1,614211 § 178,427
$ 311,241 $ 364459 § 53,218
$ 2,380,067 $ 2,705,436 § 325369
$ 1,640,897 $ 1814318 § 173,421
$ 83,128 $ 110454 §$ 27326
$ 5,851,117 $ 6,608,878 $§ 757,761
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INTRODUCTION

Q. Please state your name, occupation, and business address.

A. My name is Christine L. Payne. I am a Public Utilities Analyst employed by the Atizona
Corporation Commission (“ACC” or “Commission”) in the Utilities Division (“Staff”). My

business address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q. Are you the same Christine L. Payne who filed ditect testimony in this case?

A. Yes.

PURPOSE OF SURREBUTTAL TESTIMONY

Q. What issues will you address in surrebuttal testimony?

A. I will be providing Staff’s responses to portions of EPCOR Water Arizona, Inc.’s (“EWAZ”
ot “Company’) rebuttal testimony. Specifically, I will be responding to EWAZ’s rebuttal
testimony in regards to recommendations regarding operating expenses in my direct

testimony. Listed below are the issues that are discussed in this surrebuttal testimony:

Operating Income Statement Adjustments

1. Depreciation Expense
2. Property Taxes
3, Income Taxes
4. Corporate Allocation
a. Labor Expense
b. Cotrporate Allocation
c. Outside Services
d. Pensions
e. Regulatory Expense
f. Customer Accounting
g General Office Expense
h. Miscellaneous Expense
5. Chemicals (Tubac only)

6. Bad Debts Expense
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Q. Did you attempt to address every issue raised by EWAZ in its rebuttal testimony?

A. No. I limited my discussion to certain issues as discussed later in this surrebuttal testimony.
My silence on any particular issue raised in the Company’s rebuttal testimony does not
mndicate that I agree with the Company’s stated rebuttal position on the issue. Rather, where I

do not respond, I rely on my direct testimony.

SUMMARY OF PROPOSED REVENUES

Q. Please summarize Staff's recommended revenue.

A. Staff recommends a total revenue increase for the five districts in this rate of $31,046,247 or
an 11.00 percent increase over Staff’s adjusted test year revenues of $27,968,723 for the five
districts in this rate proceeding: Mohave Water, Mohave Wastewater, Paradise Valley Water,
Sun City Water and Tubac Water districts. Staff’s total annual recommended revenue of
$31,046,247 produces an operating income of $5,851,117 or a 6.40 petcent rate of return on a
Staff adjusted original cost rate base of $91,465,615 (with the exception of Tubac’s rate of return at

6.20 percend).

Revenue Requirement — The following table presents Staffs recommended revenue versus the

Company’s proposed revenue in dollars for each district for sutrebuttal testimony:

Staff’s Company’s

Recommended Proposed
District Revenue Revenue Dollar Difference
Mohave Watet $7,870,575 $8,327,207 $456,632
Mohave Wastewater $1,402,026 $1,509477 $107,451
Paradise Valley Water $9,737,684 $10,489,588 $751,904
Sun City Water $11,219,958 $11,871,945 $651,987
Tubac Water $816,004 $977,682 $161,678
Totals $31,046,247 $33,175,899 $2,129,652
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How does Staff’s total recommended revenue compare to the recommended tevenue
level in Staff’s direct testimony for the five districts in this rate proceeding?

Staff's recommended total revenue increased by $577,042 from $30,469,205 in direct
testimony to $31,046,247 in surrebuttal testimony due ptimarily to adjustments in corporate

allocation as shown on surrebuttal schedules CLP-16.

OPERATING INCOME AND EXPENSE ADJUSTMENTS

Operating Income Adjustment No. 1 (Mohave Water and Sun City Water districts only)

Q.

Did Staff review the Company’s rebuttal testimony concerning Staff's adjustments to
water tevenue for the Mohave Water and Sun City Water’s districts?

Yes.

Does Staff agree with the Company’s treatment for the adjustments Staff made in its
direct testimony to water revenue for the Mohave Water and Sun City Water’s
districts?

Yes. Staff does not object to the Company refunding the over collection of revenue to the

residential and commercial customers that paid the surcharge through the highest tier rates.

Operating Expense Adjustment No. 2 — Depreciation Expense

Q.
A.

Did Staff review the Company’s rebuttal testimony concerning depreciation expense?

Yes.

Does the Company agree with Staffs recommendation for depreciation and
amortization expense?
Only in part. EWAZ agrees with Staff’s corporate allocation Adjustment No. 5e made in

Staff’s direct testimony to regulatory expense for the amortization of year 2000 software costs
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should be recorded as depreciation/amortization expense instead of being recorded through
corporate allocations.  Staff reversed the corporate allocation Adjustments No. 5e on
surrebuttal schedules CLP-16 for all five districts for a total of $24,699. Staff’s witness Mary
Rimback will discuss the treatment of the $24,699 amortization in her direct testimony when
she discusses Staff’s recommended changes to depreciation and amortization expense. The
$24,699 reversal for this adjustment is shown on the corporate allocation page 11,

Adjustment No. 5e- regulatory expense by district.

What are the major differences in Staffs recommended depreciation expense and the
Company’s proposed depreciation expense?

Staffs adjustments to depreciation expense are reflected on surrebuttal schedule CLP-12.
Ms. Rimback will discuss the adjustments to specific plant accounts and the related

depreciation expense accounts.

Operating Expense Adjustment No. 3- Income Tax Expense

Q.
A.

Did Staff review the Company’s rebuttal testimony conceming income tax expense?
Yes. EWAZ agreed that the correct state income tax rate to be used in the calculation of
income taxes is 6.0 percent. The Company reflected this updated tax rate in its rebuttal

testimony.

Does Staff agree with the Company?

Yes.
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Q. What is Staff's recommendation?
A. Staff’s recommendation for income tax expense is shown on surrebuttal schedules CLP-15

and CLP-2 for all districts.

Operating Expense Adjustment No. 4 — Property Taxes

Q. Did Staff review the Company’s rebuttal testimony concerning property taxes?

A. Yes. Changes in propetty taxes are typically due to conforming changes in recommended
revenues. As previously discussed, EWAZ accepted Staff’s adjustments to test year revenues
for the Mohave Water and Sun City Water districts. Also, EWAZ stated that Staff did not
include 10 percent of Construction Work in Progress (“CWIP”) on the property tax expense

wotksheet for Tubac (CLP-14).

Q. Does Staff agree with the Company?

A. Yes. Propetty tax expense changed as a result of changes to revenues. Staff also updated the
propetty tax expense schedule as shown on surrebuttal schedule CLP-14 to include the 10
petcent of CWIP for the Tubac water district. Staff and EWAZ are in agreement in the

treatment of property tax expense. Any differences in Staff’s and EWAZ’s calculation of

property tax expense are a direct result of differences in Staff’s revenue recommendations and

EWAZ’s proposed revenues.

Operating Expense Adjustment No. 5 — Corporate Cost Allocations
Q. Did Staff review EWAZ’s rebuttal testimony regarding the adjustments Staff made to

expense accounts that were allocated using the 4-factor allocation method?

A. Yes.
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Does Staff agree with EWAZ’s proposed expense accounts that were allocated
through the cotporate cost pool using the 4-factor allocation method?

Only in patt. EWAZ proposed various operating expenses that were allocated through the
cotporate allocation cost pool using the 4-factor cost allocation method. Staff has been
working with the Company on differences between the Company’s numbers and Staff’s to
determine the cause of major discrepancies as it relates to the income statement. Most of
EWAZ’s concern had to do with Staff’s adjustment to labor for their short-term incentive
plan (“STIP”) and the corporate allocation expense account for the Canadian items allocated
in the cotrporate cost pool allocations. By working with the Company, Staff was able to come
to an agreement on most of the etrors and/or miscalculations that were made. Further, Staff
is recommending that EWAZ be allowed to recover 50 percent of the amounts that were
disallowed in Staffs direct testimony. Staff made the appropriate adjustments to the
corporate allocation schedules for each district as warranted shown on surrebuttal schedules

CLP-16 (adjustments 5a- 5h)'. An explanation of each expense adjustment is provided below.

Corporate Allocation -Labor Expense — (adjustment 5a)

Q.

Please explain the adjustments Staff made to the labor expense accounts (adjustment
a) allocated through the corporate cost pool for all five districts.

EWAZ provided Staff with metrics used for the target payout under its STIP and the
Company voluntarily removed 10 percent of incentive compensation based on financial
petformance. The Company’s rebuttal worksheets were updated to reflect these changes.
Staff is in agreement with the changes that EWAZ made in removing 10 percent of the

incentive compensation that was based on financial performance.

1 Staff did not adjust depreciation and amortization expense on the corporate allocation schedule because this adjustment
is captured on schedule CLP-13 (depreciation and amortization adjustment no 2).
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Furthermote, Staff now recommends the sharing of the remaining STIP costs so that rate

payers and shareholders are each responsible for 50 percent of the STIP cost.

What is Staffs recommendation for STIP recorded in the labor expense (adjustment
5a)?
Staff’s recommendation for labor expense through the corporate cost pool for STIP expense

is $400,855 as shown on the table below and on surrebuttal schedules CLP-16.2

Mohave Mohave Paradise Sun Remaining Total
Water wWwW Valley City Tubac 8 Districts  adjustment
STIP Expense $31,653 $5,354 $28,673  $46,525  $3,176 $285,474 $400,855

How does Staffs recommendation for STIP compare to the recommendation for
STIP in Staffs direct testimony?

Staff’s recommendation for the disallowance in direct testimony for STIP expense has been
reduced by $400,855 from $810,710 in direct testimony to $400,855 in surrebuttal testimony

as shown on surrebuttal schedules CLLP-16 and the table above.

Corporate Allocation — Corporate Allocation (Canadian) (adjustment 5b)

Q.

Please explain the adjustments Staff made to the corporate allocation Canadian
accounts (adjustment b) allocatéd through the corporate cost pool for all five districts.
EWAZ made an adjustment of $422,296 reducing the corporate allocation account in its
ditect testimony that Staff did not recognize in Staff’s direct testimony.” Staff corrected the

error on sutrebuttal schedules CLP-16 for all districts using the 4-factor allocation factor for

2 Staff discovered late that EWAZ reduced the Canadian cotporate allocation account by $315,793 (Adj. SLH-11R) in its
rebuttal testimony. Staff recommended 50% of the total disallowed STIP ($597,657* 50%=$298,828) shown on
surrebuttal schedule CLP-16).

3 Adjustment No. SM-18 was entered on EWAZ’s schedule revised C-2 revised schedules.
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that district. After making this correction, Staff reduced the corporate allocation expense

account by 50 percent for the same reasons as explained in adjustment 5a above.

Q. What is Staffs surrebuttal recommendation for the corporate allocation account
(adjustment 5b)?
A. Staff’s recommendation for the corporate allocation account through the corporate cost pool

using the 4-factor allocation method is $298,829 as shown on the table below and on

surrebuttal schedule CLP-16.

Mohave Mohave Paradise Sun Remaining Total
Water wWwW Valley City Tubac 8 Districts  adjustment
Corporate Allocation $23,597 $3,991 $21,375  $34,684  $2,367 $212,815 $298,829
Q. How does Staff’s sutrebuttal recommendation for the corporate allocation account

compare to the recommendation for the corporate allocation account in Staff’s direct
testimony?
A. Staff reduced the adjustment of $996,118 by $697,289 in Staff’s direct testimony to $298,829,

as shown on surrebuttal schedules CLP-16 and the table above.

Corporate Allocation -Outside Services — (adjustment 5c)

Q. Please explain the adjustments Staff made to outside services (adjustment c) allocated
through the corporate cost pool for all five districts.

A. Staff made an adjustment of $67,011 in its direct testimony for costs related to lobbying
expenses and legal expenses related to Thunder Mountain. Although the amounts are in
EWAZ’s general ledger (which is where Staff obtained the description and amount of

$67,011), EWAZ did not seek recovery of lobbying expenses and legal expenses in its rate
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application. Therefore, Staff reversed the $67,011 for the five districts in this rate proceeding

as shown on surrebuttal schedule CLP-16.

Q. What amounts were reversed for each district for outside services on the corporate
allocation surrebuttal schedule CLP-16?
A. The table below reflects the amounts that were adjusted in Staff’s direct testimony that is now

reversed in surrebuttal testimony:

Mohave Mohave Paradise Sun Remaining Total
Water wWwW Valley City Tubac 8 Districts  adjustment
Outside Services $5,291 $895 $4,793 $7,778  $531 $47,723 $67,011
Q. What is Staffs surrebuttal recommendation for outside services (adjustment 5¢)?
A. Staff’s recommendation for outside services expense account is $767,998.
Q. How does Staff’s sutrebuttal recommendation for outside setvices compare to the

recommendation for outside setvices in Staff’s direct testimony?
A. Staff’s direct testimony reduced outside services by $67,011 from $767,998 to $700,987.
Staff’s surrebuttal testimony position for outside services is now the same as EWAZ’s

adjusted test year amount.

Cotporate Allocation- Pensions — (adjustment 5d)

Q. Please explain the adjustments Staff made to pensions (adjustment 5d) allocated
through the corporate cost pool for all five districts.

A. Staff made an adjustment of $54,262 in pensions in its direct testimony for relocation

expenses posted to the pensions account. Staff is now convinced that the amounts should
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not be part of the rate application and has reversed the adjustments that were recommended

in direct testimony.

What amounts were reversed for each district for pensions on the corporate allocation
surrebuttal schedule CLP-16?
The table below teflects the amounts that wete adjusted in Staff’s direct testimony that Staff

reversed in surrebuttal:

Mohave Mohave Paradise Sun Remaining Total
Water WW Valley City Tubac 8 Districts adjustment
Pensions $4,285 $725 $3,881 $6,298 $430 $38,643 $54,262

How does Staffs surrebuttal recommendation for pensions compare to the
recommendation for pensions services in Staff’s direct testimony?
Staff’s direct testimony reduced pensions from $18,029 to $2,410. Staffs surrebuttal

testimony reversed the adjustment of $15,619 to $18,029.

Regulatory Expense — (adjustment 5e)

Q.

Please explain the adjustments Staff made to regulatory expense allocated through
the corporate cost pool for all five districts.

In its direct testimony, Staff recommended that $24,699 regulatory expense for amortization
of year 2000 software costs be disallowed. EWAZ accepted this adjustment. Howevert,
EWAZ pointed out that the $24,699 adjustment should be made to depreciation and

amortization expense.
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Q. Does Staff agree with EWAZ that the $24,699 should be captured in the depreciation
and amortization account instead of the regulatory expense account in the corporate
allocation cost pool?

A. Yes, staff concurs with EWAZ that this amortization cost belongs on the depreciation and
amortization schedules for each district. Staff made the following reversals on surrebuttal

schedule CLP-16 for each district.

Mohave Mohave Paradise Sun Remaining Total
Water WwW Valley City Tubac 8 Districts  adjustment
Regulatory Expense $1,950 $330 $1,767 $2,867 $196 $17,590 $24,699
Q. How does Staffs recommendation for regulatory expense in sutrebuttal testimony

compare to the recommendation for regulatory expense in Staff’s direct testimony?

A. Staff recommends increasing regulatory expense by $15,619 from $249,536 in direct
testimony to $272,683 in surrebuttal testimony for all five districts in this rate proceeding, as
shown on surrebuttal schedule CLP-16. Staff also recommends that this expense adjustment

should be captured in the depreciation/amottization expense account.

Customer Accounting — (adjustment 5f)

Q. Did Staff review EWAZ’s rebuttal testimony regarding the adjustments made to
customer accounting?

A. Yes. EWAZ agreed that the $266,016 Staff adjustment for customer accounting in the
corporate cost pool was allocated incorrectly. Instead of calculating bad debts expense on a
per district basis, EWAZ was calculating bad debts expense on a connection method

allocation.
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How does Staffs recommendation for customer accounting expense in surrebuttal
testimony compare to the recommendation for customer accounting in Staff’s direct
testimony?

Staff did not make any changes to its recommended customer accounting expense recoveries.

General Office Expense (adjustment 5g)

Q.

Did Staff review rebuttal testimony regarding the adjustments Staff made to general
office expense allocated through the corporate cost pool for all five districts?

Yes.

Did Staff agree with EWAZ’s rebuttal testimony regarding the general office expense
adjustment that was part of the corporate cost pool allocation?

No. Staff adjusted $275,278 of general office expense in the corporate cost pool in its direct
testimony for costs such as promotions, advertising, donations, etc. EWAZ requested in data
request No. 1 to Staff, a worksheet with a breakdown of the disallowed items. Staff
responded by sending the corporate allocations wotksheet to EWAZ that showed a

breakdown of the items in the general office expense pool (Exhibit A).

How does Staff's recommendation for general office expense in surrebuttal testimony
compare to the recommendation for general office expense in Staffs direct testimony?
Staff did not make any changes for general office expense that are different from Staff’s direct

testimony.
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1| Miscellaneous Fxpense — (adjustment 5h)

21 Q. Did Staff make an adjustment in surrebuttal testimony that was different from Staffs

3 direct testimony.

41 A. No. EWAZ concurred with the adjustment Staff made for $6,485 made to miscellaneous

5 expense that was made in its direct testimony so no adjustment was needed.

6

T Operating Expense Adjustment No. 6 — Bad Debts Expense

&l Q. Did Staff make an adjustment for bad debts expense in its direct testimony?

9l A. Yes. Staff removed $266,016 from the Company’s allocable expense which resulted in a
10 reduction in the following bad debt expense included by way of Corporate Allocations for
11 each system.

12
Total
Reduction
Mohave Mohave Paradise Sun to Bad
Water WW  Vally  City Tubac Debts Exp.
Decrease to Bad Debt Exp.  $21,006 $3,553 $19,028  $30,875  $2,107 $76,569
13
14 Q. What adjustments did Staff make to bad debts expense in surrebuttal testimony?
15 A. Staff started with Ayﬁe the same adjustments in its surrebuttal schedules as it did in its direct
16 testimony. However, further refinement to these recommended adjustments was required.
17
18| Q. Please explain these additional adjustments to Bad Debt Expense?
190 A. In its rebuttal testimony, the Company provided its actual bad debt expense amounts for each
20 system during the test year. Staff is now accepting those revised amounts for each system.
21 Accordingly, Staff will effectively reverse the adjustments (by no longer removing the
22 $266,016 from the allocable Customer Accounting expenses on Schedule CLP-16) and adjust
23 from the Company’s proposed amounts in its application to the revised amounts reflected in

24 the Company’s rebuttal schedules. The additional adjustment to each system will be:
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Total
Reduction
Mohave Mohave Paradise Sun toBad -
Water WwW Valley City Tubac  Debts Exp.
Change to expense $50,387 $483 $(4,492)  $(32,098) $(1,682) $12,598
Q. So am I correct that Staffs surrebuttal bad debt expense recommendations for each
district is the total of these two amounts?
A. Yes. The net increase to the Bad Debt expense as reflected in this surrebuttal testimony will
be:
Mohave Mohave Paradise Sun Total Bad
Water wWwW Valley City Tubac Debts Exp.
Bad Debts Expense $71,393 $4,036 $14536  $(1,223) $425 $89,167

Q. What is the net tesult of the adjustments made to bad debt debts expense?
A. The net effect is to accept the Company’s final proposed amounts for Bad Debt expense in

its rebuttal schedules.

Mohave Mohave Paradise Sun Total Bad
Water wWwW Valley City Tubac Debts Exp.
Bad Debts Expense $96,650 $6,333 $22,236  $35,358  $1,363 $161,940

Q. Are there any additional comments you would like to make regarding Staffs bad debt
expense recommendations?

A. Yes. Staff is evaluating a possible minor refinement to its uncollectible expense calculation
shown on line 43 of surrebuttal schedule CLP-2 for the Mohave Water Division and for the
Sun City Water Division. Staff will continue its review and may be making a specific

recommendation regarding the matter during the upcoming Commission hearing related to

this docket.
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Operating Expense Adjustment 7 — Chemicals (Tubac only)
Q. Did Staff review the Company’s rebuttal testimony concerning Staff's adjustments to
the arsenic media replacement costs?

A. Yes.

Q. Does Staff agree with EWAZ’s position on the arsenic media replacement?

A. Yes. Staff concurs with EWAZ that that an on-going media replacement cost of $46,000 is
reasonable and that this expense level should be included on the income statement as an
operating expense. Staff made a pro-forma adjustment of $46,000 on surrebuttal schedule
CLP-17. Staff also agreed with EWAZ that that the Company should be able to recover the

$101,712 defetral for media cost from 2011 and 2012.

Q. How does Staffs recommendation for the arsenic media costs in surrebuttal
testimony compare to the recommendation for customer accounting in Staffs direct

testimony?

A In Staff’s direct testimony $98,934 was deducted from chemicals expense and added to plant.
Staff’s surrebuttal testimony recommended a pro-forma adjustment of $46,000 annually, and
Staff’s surrebuttal tecommendation now reflects the $101,712 of deferred costs normalized

over five yeats.

Q. What is Staff’s recommendation for the arsenic media replacement costs?
A. Staff recommends a total of $66,342 total for the arsenic media teplacement costs ($46,300

plus $20,242 ($101,712/5) as shown on surrebuttal schedule CLP-17. *

4 Staff discovered that an adjustment of $2,034 for chemicals for the arsenic media was addressed in Staff's engineering
reportt.
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Q. Does this conclude Staff’s surrebuttal testimony?

A. Yes, it does.




EPCOR Water Arizona - Mohave Water District

Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-1

| REVENUE REQUIREMENT ]
(Al (B]
COMPANY STAFF
LINE ORIGINAL ORIGINAL
NO. DESCRIPTION COST COST
1 Adjusted Rate Base $23,496,515 $22.432,336
2 Adjusted Operating Income (Loss) $416,266 $538,569
3 Cusrent Rate of Return (L2 / L1) 1.77% 2.40%
4 Required Rate of Return 6.87% 6.40%
5 Required Operating Income (L4 * L1) $1,614,211 $1,435,669
6 Operating Income Deficiency (L5 - L2) $1,197,945 $897,101
7 Gross Revenue Conversion Factor 1.6469 1.6377
8  Required Revenue Increase (L7 * L6) $1,972,914
9  Adjusted Test Year Revenue $6,354,293 $6,389,776
10 Proposed Annual Revenue (1.8 + 19) $8,327,207 $7,858,919
11 Required Increase in Revenue (%) 31.05% 22.99%

References:
Column [A]: Company Schedule A-1

Column [B}: Staff Schedules CLP-2, MJR-3, and CLP-10




EPCOR Water Arizona - Mohave Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-2

GROSS REVENUE CONVERSION FACTOR ]
LINE (Al 8] [
NO. DESCRIPTION
Calenlation of Gross Revenwe Conpersion Fadtor:
1 Revenue 100.0000%
2 Uncollecible Factor (Line 13) 0.4517%
3 Revenues (L1-12) 99.5483%
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 38.4880%
5 Subtotal (L3 - L4) 61.0604%
6 Revenue Conversion Factor (L1 / L5) 1.637724
5 —
8 Calolation of Uncollecttible Eacor:
9 Unity 100.0000%
10 Combined Federal and State Tax Rate (Line 21) 37.9600%
11 One Minus Combined Income Tax Rate (L9 - L10) 62.0400%
12 Uncoilectible Rate 0.7281%
13 Uncollecuble Factor (L11 * L12) 0.4517%
14
15
16  Operating Income Before Taxes (Arizona Taxable Income) 100.0000%
17 Arizona State Income Tax Rate 6.0000%
18  Federal Taxable Income (L16 - L17) 94.0000%
19 Applicable Federal Income Tax Rate (Line 68) 34.0000%
20 Effective Federal Income Tax Rate (L18 x 1.19) 31.9600%
21 Combined Federal and State Income Tax Rate (.17 + 1.20) 37.9600%
22
23 Caloulation of Effective Property Tax Factor
24 Unity 100.0000%
25 Combined Federal and State Income Tax Rate (L.21) 37.9600%
26 One Minus Combined Income Tax Rate (L24 - L.25) 62.0400%
27  Property Tax Factor (CLP-14, L25) 0.8510%
28  Effective Property Tax Factor (L26 x L27) 0.5280%
29 Combined Federal and State Income Tax and Property Tax Rate (L21 + 1.28) 38.4880%
30
31
32 Required Operating Income (Schedule CLP-1, Line 5) $1,435,784
33 AdjustedTest Year Operating Income (Loss) (Schedule CLP-10, Line 32) 531,603
34 Required Increase in Operating Income (133 - L34) $904,181
35
36 Income Taxes on Recommended Revenue (Col. [C], L62) $521,612
37 Income Taxes on Test Year Revenue (Col. [A], L62) 31,624
38 Required Increase in Revenue to Provide for Income Taxes (L36 - L37) $553,235
39
40 Recommended Revenue Requirement (Schedule CLP-1, Line 10) $7,870,575
41 Uncollectible Rate (Line 12) 0.7281%
42 Uncollectible Expense on Recommended Revenue (L40 x L41) $57,302
43 Adjusted Test Year Uncollectible Expense 46,521
44 Required Increase in Revenue to Provide for Uncollectible Exp. $10,781
45
46 Property Tax with Recommended Revenue (CLP-14, 120) $176,883
47 Propetty Tax on Test Year Revenue (CLP-14, Col [A], L16) 164,282
48  Increase in Property Tax Due to Increase in Revenue (L46 - L47) $12,602
49
50 Total Required Increase in Revenue (L34 + 138 + L44 + L48) $1,480,799
51
52
53 i : Test Year Staff Recommended
54 Revenue (Sch CLP-10, Col. [C] L5, CLP-1, Col. [C] L10) $6,389,776 $7,870,575
55 Operating Expenses Excluding Income Taxes 5,889,797 5,913,179
56 Synchronized Interest (L71) 583,287 583,287
57 Asizona Taxable Income (L54 - L55 - L56) ($83,308) $1,374,109
58  Arizona State Income Tax Rate 6.0000% 6.0000%
59  Atizona Income Tax (L57 x L58) ($4,998) $82,447
60 Federal Taxable Income (L57 - L59) (78,310) 1,291,662
61 Total Federal Income Tax (26,625) 439,165
62 Combined Federal and State Income Tax (L59 + L61) ($31,624) $521,612
63
G4
65  Effective Tax Rate 34.0000%
66
67
68 atton:
69 Rate Base (Schedule MJR-3, Col. [C], Line 34) $22,434,124
70 Weighted Average Cost of Debt 2.6000%
71 Synchronized Interest (L69 x L70) $583,287
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OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED

(Al Bl (cl D) B
STAFF
COMPANY STAFF TEST YEAR STAFF
LINE TEST YEAR TEST YEAR AS RECOMMENDED STAFF

NQ. DESCRIPTION AS FILED ADJUSTMENTS ADJUSTED gl GES RECOMMENDED
1 Water Revenues $6,132,996 $35,483 $6,168,479 $1,480,799 $7,649,278
2 Other Revenues 221,297 0 221,297 0 221,297
3 Other 0 0 0 0 0
4 Total Operating Revenues $6,354,293 $35,483 $6,389,776 $1,480,799 $7,870,575
5 Labor $1,389,973 (31,653) $1,358,320 $0 $1,358,320
6  Purchased Water 26,831 0 26,831 0 26,831
7  Fuel & Power 546,720 0 546,720 0 546,720
8  Chemicals 10,916 0 10,916 0 10,916
9  Waste Disposal 7,886 0 7,886 0 7,886
10 Intercompany Support Services 950 0 950 0 950
11 Corporate Allocation 347,018 (23,597) 323,421 o] 323,421
12 Outside Services 192,587 0 192,587 0 192,587
13 Group Insurance 418,599 0 418,599 0 418,599
14 . Pensions 6,694 0 6,694 0 6,694
15 Regulatory Expense 85,438 (13,717) 71,721 0 71,721
16 Insurance Other Than Group 101,045 0 101,045 0 101,045
17  Customer Accounting 581,279 (21,006) 560,273 10,781 571,054
18  Water Testing Expense 0 32,262 32,262 0 32,262
19  Rents 16,923 0 16,923 0 16,923
20  General Office Expense 247,950 (21,737) 226,213 0 226,213
21 Miscellaneous 50,657 (27,239) 23,418 0 23,418
22 Maintenance Expense 377,160 0 377,160 0 377,160
23 Depreciation & Amortization 1,331,139 (57,392) 1,273,747 0 1,273,747
24 General Taxes-Property 163,376 906 164,282 12,601 176,883
25  General Taxes-Other 149,829 0 149,829 0 149,829
26 Income Taxes (114,941) 83,317 (31,624) 553,235 521,612
27 Total Operating Expenses $5,938,028 ($79,855) $5,858,173 $576,618 $6,434,791
28 Operating Income (Loss) $416,265 $115,338 $531,603 $904,181 $1,435,784

References:

Column [A}: Company Schedule C-1

Column [B]: Schedule CLP-11

Column [C}: Column [A] + Column [B}
Column [D]: Schedules CLP 2, Lines 34 and 50
Column {E]: Column [C] + Column [D]
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EPCOR Water Arizona - Mohave Water District Surrebuttal Schedule CLP-12
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

l OPERATING INCOME ADJUSTMENT NO. 1 - WATER REVENUE
[A} (B] [l
LINE ACCT COMPANY STAFF STAFF
NG, NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Water Revenue $6,132,996 $35,483 $6,168,479
References:

Column {A}: Company Revised Schedule C-2
Column [B]: Testimony CLP
Column [C]: Column [A] + Column {B]




EPCOR Water Arizona - Mohave Water District
Docket No. WS-01303A-14-0010

Surzebuttal Schedule CLP-13

“Lene Year Ended June 36,2013
[ OPERATING INCOME ADJUSTMENT NO. 2 - DEPRECIATION EXPENSE —
A} (8] €] [L2]
LINE  ACCT. PLANT Non-Depreciable/ DEPRECIATION DEPRECIATION
NO.  NO. DESCRIFTION. BALANCE Pully Depreciated RATE EXPENSE
Staff Recommended
1 PLANTIN SERVICE:
2 301000 Other Intangible Plant $34,004 $ 34,004 0.00% 0
3 02000 Faorhises 37,061 37,061 0.00% -
4 303200 145d and Land Rights Supply 528,700 528,700 0.00%
5 303300 pandand Land Rights Pumping 2351 2351 0.00% -
6 303400 | aqd & Land Rights Treatment - - 0.00% -
7 303500 [and & Land Rights T&D 9,600 9,608 0.00%
8 303600 Land & Land Rights General 41358 41358 0.0 -
9 XN gerucmees and Improvements - Supply 415,826 250% 11,89
10 304200 geyerures and Improvements - Pumping 31,201 200% 524
11 304300 Srmictuces and Improvernents - Treatment 47,846 200% 957
12 30400 gracrures & Improvements Trans & Dist 43,546 200% 871
13 304500 genemaces & Improvements Geaeral ant 250 1,081
14 304600 Seqctures and Improvements - Offfices 449,617 250% 11,240
15 304620 gnuer & Imp Leasehold - 250% -
16 304700 Srnctures & Improvements Store,Shop,Gge 29223 250% 31
17 304800 gyyctuces & Improvernents Miscellaneous - 250% -
18 305000 Cojfect & Impounding 663944 6% 11,088
19 307000 \Wells & springs 6,542,946 250% 163,574
M 309000 supply Mains 93,481 167% 1,561
21 31000 Power Production Equipment 50,355 353% 167
22 311000 Pumping Equipment Stean 409,521 400% 16,381
23 320 pumping Equipment Blectic 278289 400% HI3E
24 330 pymping Equipment Diesel - 400% -
25 31400 pumping Equipment Hydmulic - 400% -
2% S50 Pumping Boeipment Other 1009 400% 40
27 311530 pumping Equipment Water Treatment - 400% -
28 320100 \Water Treatment Equipment Non-Media 96,933 96,933 5.00% -
20 320200 Wager Treatment Equipment Filter Media 360,547 10.00% 36,055
30 330000  pisecibution Reservoirs & Standpipes 2,832,819 1.54% 43,625
31 330100 Blevated tank and Standpipes . 154% -
32 331001 TD Mains Mot Classified by Size 269,444 200 5,89
33 33U TD Mains 4in & Less 12,008818 1.43% 174726
34 331200 TD Mains in to Sin 3,693,499 143% 52,817
35 331300 TD Mains 10ia to 16in 1,484,810 143% 21,233
36 331400 TD Mains 18in & Gerr 76,265 1.43% 1,091
37 33000 Fire Muins - 143% -
3 3000 seqvices 7,853,008 250% 196,348
39 34100 Meters 2,638,551 833% 219,91
40 3200 Meter Installations 276,354 250% 6,909
qr 330 Meger Vaults - 250% -
42 335000 Hydeants 185,402 200% 3,708
5. 3920 Ouher P/E-Supply 82583 3.33% 2,750
44 PBW Other P/ETD - 0.00% .
45 339600 Other P/E-CPS 186,826 333% 6221
46 30100 Office Furniture & Equipment 101,669 450% 4575
47 34020 Computer & Periphal Equipment 109,956 10.00% 10996
4 390300 Computer Software 3,521 20.00% 704
a9 80 Computer Software Other - 2000 -
50 340325 Computer Softwate Customized - 2000% -
51 340500 Qther Office Equipment - 0.00%
52 341100 Trneportation Equip Light Duty Truks 99,015 99,015 20.00% -
53 3120 Tunsportation Equip Heavy Duty Truks 72,088 14.20% 10,301
54 3440 Tungportation Equipment Other 59,848 1667% 9977
55 342000 Sopes Equipment 1,420 1420 400% -
56 343000 Tools,Shop Gacage Equipment 221,155 4.00% 8846
57 3000 Labormory Equipment 7623 7,623 4.00% -
58 345000  Powec Operated Equipment 171,959 171,959 5.00% -
56 300 Communication Bquipment Non Telephone 188,877 10.00% 18,888
60 346190 Remote Control & Lastument 880,738 10.00% 88,074
61 346200 Communication Equipment Telephone - 10.00% -
62 346300 Communication Equipment Othec 51 10.00% 511
63 347000 Miscellaneous Equipment - 6.25% -
64 304500 gincrures & Imp General 9,553 250% 239
65 30400 Sycruees & Improvemeat Offices ©76) 250% «n
66 W% Sructures & improvements Leaschold 1950 250% 49
67 00 Merees 1,151 833% %
68 339600 Other P/ECPS 35,759 333% 1,191
69 340100 Office fusnicuce & Buipemnt 123,778 450% 5570
70" 340200 Computer & Peripheral Equ 82275 10.00% 8,228
7 340300 Computer Softwace §5,124. 1,477 20.00% 10,729
72 30330 Tunsportation Equipment Other 624 20.00% 125
73 341400 Tgpsportation Equipment Other 11,409 16.67% 1,902
74 393000 Tools Shop,Garage Equipment 1,531 400% 61
75 344000 Liborsory Equipemnt 1,693 4.00% 68
76 346100 Communication Equipment non-telephone 18236 10.00% 1,824
71 36190 Remote Conteol & Insrument 1,489 10.00% 149
78 346200 Communication Equipment Telephone 7077 10.00% 708
kel 346300 Communication Equip Other 480 W000% 48
80 347000 pisceltancou Bquip 39906 6.25% 2494
81
82 O Rounding/Reconciling
8
84 O Rounding 3
85 - Q00% -
86 Total Plant in Scrvice 46,684,826 1,037,510 1 1,287,032
8
8 Less Non Depreciable Plant 1,037,510
8
9% -
91 Net Depreciable Plant and Depreciation Amounts $45,647,316 0
92
93
94
95
%
97 Composite Depreciation Rate 282%
98 Less
99 Amortization of CIAC at Composite Rate - s
100 ciac 570,329
101 Staff Recommended Depreciation Expense/CIAC Amortization $1,770952
102 YK amartization $2,795
103 Staff. Depreciation Expense/. $1,273,747
104 Company Proposed Depreciation Bxpense o0
105 Staff Adjustment (887.392)
106
107
108
109
110
111 References:
12 ColA  Schedule MJR-4
13 CalB  PBully Depreciated Plant from Company G-5 Schedules
114 ColC Rates Staff Engineering Repost




EPCOR Water Arizona - Mohave Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-14

OPERATING ADJUSTMENT NO. 3 - PROPERTY TAX EXPENSE

Al [B]

LINE STAFF STAFF

NO. [DESCRIPTION AS ADJUSTED RECOMMENDED
1 . Staff Adjusted Test Year Revenues $6,389,776 $6,389,776
2 Weight Factor 2 2
3 Subtotal (Line 1 * Line 2) 12,779,552 12,779,552
4 Staff Recommended Revenue, Per Schedule CLP-1 6,389,776 7,870,575
5  Subtotal (Line 4 + Line 5) 19,169,328 20,650,127
6 Number of Years 3 3
7  Three Year Average (Line 5 / Line 6) 6,389,776 6,883,376
8  Department of Revenue Mutilplier 2 2
9 Revenue Base Value (Line 7 * Line 8) 12,779,552 13,766,751
10 Plus: 10% of CWIP 90,135 90,135
11 Less: Net Book Value of Licensed Vehicles - -
12 Full Cash Value (Line 9 + Line 10 - Line 11) 12,869,687 13,856,886
13 Assessment Ratio 18.50% 18.50%
14 = Assessment Value (Line 12 * Line 13) 2,380,892 2,563,524
15 Composite Property Tax Rate - Obtained from ADOR 6.90% 6.90%
16 Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $164,282
17 Company Proposed Property Tax $163,376
18  Staff Test Year Adjustment (Line 16 - Line 17) $906
19 Property Tax on Staff Recommended Revenue (Line 14 * Line 15) $176,883
20  Staff Test Year Adjusted Property Tax Expense (Line 16) $164,282
21 Increase in Property Tax Due to Increase in Revenue Requirement $12,602
22 Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) $12,602
23 Increase in Revenue Requirement $1,480,799
24 Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23) 0.85100%

REFERENCES:

Line 15: Composite Tax Rate obtained from Arizona Department of Revenue

Line 17: Company Revised Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule CLP-1, Line 8




EPCOR Water Arizona - Mohave Water District
Docket No. W5-01303A-14-0010
Test Year Ended June 30, 2013

Sutrebuttal Schedule CLP-15

OPERATING INCOME ADJUSTMENT NO. 4 - INCOME TAXES

(Al
LINE ACCT COMPANY
NO. NO. DESCRIPTION PROPOSED
1 Income Taxes ($114,941)

(B]
STAFF

ADJUSTMENTS

$83,317

(€]
STAFF
RECOMMENDED

($31,624)

References:

Column [A]: Company Revised Schedule C-2
Column [B}: Testimony CLP

Column {C]: Column [A] + Column [B]

Tax Rates & Tax Calculation- Schedule 2 - GRCF
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EPCOR Water Arizona - Mohave Wastewater District Sutrebuttal Schedule CLP-1

Docket No. WS5-01303A-14-0010
Test Year Ended June 30, 2013

[ REVENUE REQUIREMENT ]
(A (8]
COMPANY STAFF
LINE ORIGINAL ORIGINAL
NO. DESCRIPTION COST COST
1 Adjusted Rate Base $5,305,083 $4,863,141
2 Adjusted Operating Income (Loss) $90,799 $101,363
3 Cutrent Rate of Return (L2 / L1) 1.71% 2.08%
4 Required Rate of Return 6.87% 6.40%
5  Required Operating Income (L4 * L1) $364,459 $311,241
6 Operating Income Deficiency (L5 - L2) $273,660 $209,878
7 Gross Revenue Conversion Factor 1.6577 1.6495
8  Required Revenue Increase (L7 * L6) $453,638
9 Adjusted Test Year Revenue $1,055,839 $1,055,839
10 Proposed Annual Revenue (1.8 + L9) $1,509,477 $1,402,026
11 Requited Increase in Revenue (%) 42.96% 32.79%

References:
Column [A]: Company Schedule A-1
Column [B]: Staff Schedules CLP-2, MJR-3, and CLP-10




EPCOR Water Arizona - Mohave Wastewater District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-2

GROSS REVENUE CONVERSION FACTOR

LINE
NO. DESCRIPTION

. .l Gross R - .
Revenue

Uncollecible Factor (Line 13)

Revenues (L1 - L2)

Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (L3 - L4)

Revenue Conversion Factor (L1/ L5)

[ I B Y N N O N

Caloulation of Uncollecttible Factor:
Unity

Combined Federal and State Tax Rate (Line 21)
One Minus Combined Income Tax Rate (.9 - L10)
Uncollectible Rate

13 Uncollectible Factor (L11 * L12)

- e
0= o

16 . Operating Income Before Taxes (Arizona Taxable Income)
17 Arizona State Income Tax Rate

18  Federal Taxable Income (L16 - L17)

19 Applicable Federal Income Tax Rate (Line 68)

20 Effective Federal Income Tax Rate (L18 x L19)

21 Combined Federal and State Income Tax Rate (L17 + L20)

23 Catwlation of Effective Property Tax Factor

24 Uity

25  Combined Federal and State Income Tax Rate (L21)

26 One Minus Combined Income Tax Rate (L24 - L25)

27  Property Tax Factor (CLP-14, L25)

28  Tffective Property Tax Factor (L26 x L27)

29 Combined Federal and State Income Tax and Property Tax Rate (L21 + L28)

32 Required Operating Income (Schedule CLP-1, Line 5)
33 AdjustedTest Year Operating Income (Loss) (Schedule CLP-10, Line 32)
34 Required Increase in Operating Income (L33 - L34)

36 Income Taxes on Recommended Revenue (Col. (C), L62)
37 Income Taxes on Test Year Revenue (Col. (A), L62)
38  Required Increase in Revenue to Provide for Income Taxes (136 - L37)

40 Recommended Revenue Requirement (Schedule CLP-1, Line 10)
41 Uncollectible Rate (Line 12)

42 Uncollectible Expense on Recommended Revenue (140 x L41)
43 Adjusted Test Year Uncollectible Expense

44 Required Increase in Revenue to Provide for Uncollectible Exp.

46 Property Tax with Recommended Revenue (CLP-14, 1.20)
47  Property Tax on Test Year Revenue (CLP-14, Col [A], L16)
48  Increase in Property Tax Due to Increase in Revenue (L46 - L47)

50 Total Required Increase in Revenue (L34 + 138 + L44 + L48)

53 Calulation of Income Tax;

54 Revenue (Sch CLP-10, Col. [C} L5, CLP-1, Col. [C] 10)
55  Operating Expenses Excluding Income Taxes

56  Synchronized Interest (L71)

57  Arizona Taxable Income (L54 - 155 - L56)

58  Arizona State Income Tax Rate

59 Atrizona Income Tax (L57 x L58)

60 Federal Taxable Income (L57 - L59)

61  Total Federal Income Tax

62 Combined Federal and State Income Tax (L59 + L61)

65  Effective Tax Rate

69 Rate Base (Schedule MJR-3, Col. [C], Line 34)
70 Weighted Average Cost of Debt
71 Synchronized Interest (.69 x L70)

[A]

100.0000%
0.3721%
99.6279%
39.0023%
60.6256%
1.649468

100.0000%
37.9600%
62.0400%

0.5997%

0.3721%

100.0000%
6.0000%
94.0000%
34.0000%
31.9600%

37.9600%

100.0000%
37.9600%
62.0400%

1.6801%

1.0423%

]

$311,241
101,363

$113,072

(15,345)

$1,402,026
0.5997%
$8,408
6,332

$39,476
53,660

$346,187

Test Year
$1,055,839
969,820
126,442
(§40,424)
6.0000%

($2,425)
(37,998)
(12919)

(15,345)

$209,878

$128,417

$2,076

$5,816

39.0023%

Staff Recommended

$1,402,026
977,713
126,442

$297,871
6.0000%

$17,872
279,999
95,200

$113,072

34.0000%

$4,863,141
2.6000%
$126,442




EPCOR Water Arizona - Mohave Wastewater District
Docket No. W8-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-10

L OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
(A (B €l D] El
STAFF
COMPANY STAFF . TEST YEAR STAFF
LINE TEST YEAR TEST YEAR AS RECOMMENDED STAFF

NQ. DESCRIPTION ASFILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED
1 Wastewater Revenues $1,052,210 $1,052,210 $346,187 $1,398,397
2 Other Revenues 3,629 0 3,629 0 3,629
3 Other 0 0 0 0 (Y]
4 Total Operating Revenues $1,055,839 $0 $1,055,839 $346,187 $1,402,026
5 Labor $268,572 ($5,354) $263,218 $0 $263,218
6 Purchased Water 0 0 0 0 0
7  Fuel & Power 46,241 0 46,241 0 46,241
8  Chemicals 12,000 0 12,000 0 12,000
9  Waste Disposal 34,306 0 34,306 0 34,306
10 Intercompany Support Services 161 0 161 0 161
11 Corporate Allocation 58,694 (3,991) 54,703 0 54,703
12 Outside Services 34,425 0 34,425 0 34,425
13 Group Insurance 53,082 0 53,082 0 53,082
14  Pensions 725 0 725 0 725
15  Regulatory Expense 11,993 (2,320) 9,673 0 9,673
16 Insurance Other Than Group 14,658 0 14,658 0 14,658
17 Customer Accounting 53,827 (3,553) 50,274 2,076 52,350
18  Water Testing Expense 0 11,889 11,889 0 11,889
19 Rents Expense 8,199 0 8,199 0 8,199
20  General Office Expense 20,902 (3,677) 17,225 0 17,225
21  Miscellaneous 84 (11,976) (11,892) 0 (11,892)
22 Matntenance Expense 51,102 0 51,102 0 51,102
23  Depreciation & Amortization 257,946 (4,167) 253,779 0 253,779
24  General Taxes-Property 53,660 0 53,660 5,816 59,476
25  General Taxes-Other 12,392 0 12,392 0 12,392
26  Income Taxes (27,928) 12,583 (15,345) 128,417 113,072
27 'Total Operating Expenses $965,040 ($10,565) $954,476 $136,309 $1,090,785
28 Operating Income (Loss) $90,799 $10,565 $101,363 $209,878 $311,241

References:

Column [A}: Company Schedule C-1

Column [B]: Schedule CLP-11

Column [C]: Column [A] + Column [B]
Column [D}: Schedules CLP 2, Lines 29 and 37
Column [E]: Column [C] + Column [D]
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EPCOR Water Arizona - Mohave Wastewater District
Docket No. WS-01303A-14-0010
Test Year Ended Juae 30, 2013

Surrebuttal Schedule CLP-13

OPERATING ADJUSTMENT NO. 2 - DEPRECIATION EXPENSE

[Al

LINE ACCT. PLANT
NO.  NO. DESCRIPTION BALANCE

1 PLANTIN SERVICE:

2 335000 Hydrants 0

3 351000 Organization $0

4 352000 Franchises 364

5 353000 Land -

6 354200  Structuses & Improvements Collection 196,581

7 354400  Structures & Improvements Treatment 1,047,352

8 355400 Power Generation Equipment Treatment 142,907

9 360000 Collection Sewers - Forced 5,385

10 361100  Collecting Mains 2,721,870

11 362000 Special Collecting Structures 138,063

12 36300¢  Services to Customer 530,251

13 364000 Flow Measuring Devices 218,748

14 371100 Pumping Hquipment Electric 82,445

15 371200 Manholes -

16 380000 Treatment and Disposal Equipment 1,013,752

17 380050 TD Equipment Grit Removal 135,165

18 380100 TD Equipment Sed Tanks/Acc 336,115

19 380300 TD Equipment Sldge Dry/Filt 39,113

20 380500 TD Equipment Chemical Treatment Plant 232,909

21 380600 TD Equipment Other Disp 28914

22 380625 TD Equipment Gen Treatment 1,818,565

23 389600 WW Other Pi/E - CPS 3,549

24 390200 Computers & Peripherals 10,496

25 391000 Tuansportation Equip -

26 393000 Tool Shop & Garage Equipment 71,567

27 394000  Laboratory Equipment 14,336

28 395000 Power Operating Equipment 16,703

29 396000 Communication Equipment 26,322

30 304500 Structures & Imp General 853

31 304600  Stuctures & Improvement Offices 39

32 304620 Structures & Improvements Leasehold 75

33 334100 Meters 103

34 339600 Other P/E CPS 3,194

35 340100 Office fumiture & Equipemnt 11,055

36 340200 Computer & Peripheral Equ 7,348

37 340300 Computer Softwace 4923

38 340330 Computer Software Other 56

39 341400 Transportation Equipment Other 1,019

40 343000 Tools,Shop,Garage Equipment 137

41 344000 Laboraory Equipemnt 151

42 346100 C ication Equip non-teleph 1,629

43 346190 Remote Control & Instrument 133

44 346200 Communication Equipment Telephone 632

45 346300 Communication Equip Other 43

46 347000 Miscellaneou Equip 3,564

47 Staff Rounding 1

48 0 Total Plant in Service $8,866,427

49 Less Non Depreciable Plant $ 364

50

51 Net Depreciable Plant and Depreciation Amounts $8,866,063

52

53 Composite Depreciation Rate

54 Less

55 Amortization of CTAC at Composit Rate

56 CIAC $1,242,320

57 Staff Recommended Depreciation Expense/CIAC Amortization

58 Amortization of Y2K

59 Staff Recommended Depreciation/ Amortization Expense

60 Company Proposed Depreciation Expense

61 Staff Adjustment

62

63

64

65 [

66

67

68

69

70

71

72

73

74 Col A

75 CoiB

76 Col C

Col D

B]
Non-Depreciable/ DEPRECIATION
Eully Depreciated RATE

Staff Recommended

0 2.99%
$ - 0.00%
364 0.00%
0.00%
3.33%
2.00%
2.00%
1.43%
1.43%
3.33%
2.00%
6.67%
5.00%
0.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
3.33%
10.00%
0.00%
4.00%
4.00%
5.00%
10.00%
2.50%
2.50%
2.50%
8.33%
3.33%
4.50%
10.00%
20.00%
20.00%
16.67%
4.00%
4.00%
10.00%
10.00%
10.00%
10.00%
6.25%

$364

3.32%

1
©

DEPRECIATION
EXPENSE

6,546
20,947
2,858
77
38,923
4,597
10,605
14,590
4122
50,688
6,758
16,806
1,956
11,645
1,446
90,928
18
1,050
2,863
573
835
2,632

21

(R NI

106
497
735
985
11
170
5

6
163
13
63
4
223

$ 294,579

294,579

$ 41,277

$253,303
$476
$253,779
257,946

$4,167




EPCOR Water Arizona - Mohave Wastewater District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-14

[ OPERATING ADJUSTMENT NO. 3 - PROPERTY TAX EXPENSE |
[A] [B]
LINE STAFF STAFF
NO. |DESCRIPTION AS ADJUSTED RECOMMENDED

1 Staff Adjusted Test Year Revenues $1,055,839 $1,055,839
2 Weight Factor 2 2
3 Subtotal (Line 1 * Line 2) 2,111,677 2,111,677
4 Staff Recommended Revenue, Per Schedule CL.P-1 1,055,839 1,402,026
5  Subtotal (Line 4 + Line 5) 3,167,516 3,513,703
6 Number of Years 3 3
7  Three Year Average (Line 5 / Line 6) 1,055,839 1,171,234
8  Department of Revenue Mutilplier 2 2
9  Revenue Base Value (Line 7 * Line 8) 2,111,677 2,342,469
10 Plus: 10% of CWIP 21,457 21,457
11  Less: Net Book Value of Licensed Vehicles - -
12 Full Cash Value (Line 9 + Line 10 - Line 11) 2,133,134 2,363,926
13 Assessment Ratlo 18.50% 18.50%
14 - Assessment Value (Line 12 * Line 13) 394,630 437,326
15  Composite Property Tax Rate - Obtained from ADOR 13.60% 13.60%
16 Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $53,670
17 Company Proposed Property Tax $53,660
18  Staff Test Year Adjustment (Line 16 - Line 17) $10 1]
19  Property Tax on Staff Recommended Revenue (Line 14 * Line 15) $59,476
20  Staff Test Year Adjusted Property Tax Expense (Line 16) $53,660
21 Increase in Property Tax Due to Increase in Revenue Requirement $5,816
22 Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) $5,816
23 Increase in Revenue Requirement $346,187
24 Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23) 1.68012%

Staff did not make an adjust to test year property tax expense because the adjustment would have been de minimis.

REFERENCES:

Line 15: Composite Tax Rate obtained from Arizona Department of Revenue

Line 17: Company Revised Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule CLP-1, Line 8




EPCOR Water Arizona - Mohave Wastewater District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-15

| OPERATING INCOME ADJUSTMENT NO. 4 - INCOME TAXES
[A] (B] [l
LINE ACCT COMPANY STAFF STAFF
NO. NO. DESCRIPTION PROPOSED AD MENTS RECOMMENDED
1 Income Taxes ($27,928) $12,583 ($15,345)
References:

Column [A], Companyvised Schedule C-2
Column [B): Testimony CLP
Column [C}: Column [A] + Column [B]
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EPCOR Water Arizona - Mohave Wastewater Surrebutal Schedule CI.P-17
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

OPERATING INCOME ADJUSTMENT NO. 6 - BAD DEBT EXPENSE

[A] [B] [c]
| STAFF
LINE COMPANY ADJUSTMENTS STAFF
NO.|DESCRIPTION AS FILED (Col C- Col A) AS ADJUSTED
1 Bad Debt Expense $ 6,332 § (6,332)
2
3
4
5 Bad Debt
6 Expense
7 Month Write-off
8 July-12 § 364.00
9 Aug-12 § 897.00
10 Sep-12 § 77.00
1 Oct-12 $ 155.00
12 Nov-12 § 1,190.00
13 Dec-12 $ 2,132.00
14 Jan-13 $ 113.00
15 Feb-13 § 147.00
Mar-13 § 319.00
Apr-13 $ 293.00
May-13 § 177.00
Jun-13 $ 468.00
Total § 6,332.00

$ 1,055,839 Test Year Revenue
0.5997% Average write-off rate

References:
Column A: Company Rebuttal Schedule C-2

Column B: Testimony, CLP
Column C: - Column [A] + Column [B]




EPCOR Water Arizona - Paradise Valley Water District

Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Sutrebuttal Schedule CLP-1

REVENUE REQUIREMENT |
(Al (B]
COMPANY STAFF
LINE ORIGINAL ORIGINAL
NO. DESCRIPTION COST COST
1 Adjusted Rate Base $39,380,442 $37,188,547
2 Adjusted Operating Income (Loss) $2,193,723 $2,325,347
3 Cutrent Rate of Return (2 / L1) 5.57% 6.25%
4 Required Rate of Return 6.87% 6.40%
5 Required Operating Income (L4 * L1) $2,705,436 $2,380,067
6  Operating Income Deficiency (L5 - 1.2) $511,713 $54,720
7 Gross Revenue Conversion Factor 1.6442 1.6344
8  Required Revenue Increase (L7 * L6) $841,337
9  Adjusted Test Year Revenue $9,648,251 $9,648,251
10 Proposed Annual Revenue (L8 + L9) $10,489,588 $9,737,684
11 Required Increase in Revenue (%) 8.72% 0.93%

References:

Column [A]: Company Revised Schedule A-1

Column [B]: Staff Schedules CLP-2, MJR-3, and CLP-10




EPCOR Water Arizona - Paradise Valley Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-2

GROSS REVENUE CONVERSION FACTOR

DESCRIPTION

Caleulation of Gross Revenue Conversion Factor:

Revenue

Uncollectible Factor (Line 13)

Revenues (L1 - L2)

Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (1.3 - L4)

Revenue Conversion Factor (L1 / L5)

alculation of Uncollecttible Factor:

Unity

Combined Federal and State Tax Rate (Line 21)
One Minus Combined Income Tax Rate (L9 - L10)
Uncollectible Rate

Uncollectible Factor (L11 * L12)

Jation ive Tax Ratg:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L16 - L17)
Applicable Federal Income Tax Rate (Line 68)
Effective Federal Income Tax Rate (L18 x L19)
Combined Federal and State Income Tax Rate (L17 + L20)

tion of Effective Propery T, or
Unity
Combined Federal and State Income Tax Rate (L.21)
One Minus Combined Income Tax Rate (L24 - 1L25)
Property Tax Factor (CLP-14, L25)
Effective Property Tax Factor (L26 x L27)
Combined Federal and State Income Tax and Property Tax Rate (L21 + L28)

Required Operating Income (Schedule CLP-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule CLP-10, Line 32)
Required Increase in Operating Income (L33 - L34)

Income Taxes on Recommended Revenue (Col. [C], L62)
Income Taxes on Test Year Revenue (Col. [A], L62)
Required Increase in Revenue to Provide for Income Taxes (L36 - L37)

Recommended Revenue Requirement (Schedule CLP-1, Line 10)
Uncollectible Rate (Line 12)

Uncollectible Expense on Recommended Revenue (LA40 x LA1)
Adjusted Test Year Uncollectible Expense

Required Increase in Revenue to Provide for Uncollectible Exp.

Property Tax with Recommended Revenue (CLP-14, 1.20)
Property Tax on Test Year Revenue (CLP-14, Col [A), L16)
Increase in Property Tax Due to Increase in Revenue (LAG - L47)

Total Required Increase in Revenue (L34 + L38 + L44 + 148)

Caleulation of Income Tax:

Revenue (Sch CLP-10, Col. [C] L5, CLP-1, Col. {C] 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L71)

Arizona Taxable Income (L54 - L55 - L56)

Arizona State Income Tax Rate

Arizona Income Tax (L57 x L58)

Federal Taxable Income (L57 - L59)

Total Federal Income Tax

Combined Federal and State Income Tax (L59 + L61)

Effective Tax Rate

Caleculation of Interest Synch

Rate Base (Schedule MJR-3, Col. [C}, Line 34)
Weighted Average Cost of Debt
Synchronized Interest (69 x L70)

Lead Lag Rate Base
Lead Lag Interest

(4]

100.0000%

0.1430%

99.8570%
38.6722%

61.1848%

1.634393

100.0000%

37.9600%

62.0400%
0.2305%
0.1430%

100.0000%

6.0000%

94.0000%

34.0000%

31.9600%
37.9600%

100.0000%
37.9600%
62.0400%

1.1480%

$2,380,067

2,325,347

$864,664

831,183

$9,737,684

0.2305%

$22,442

22,236

$336,872

335,846

[B]

0.7122%

Test Year

$9,648,251
6,491,721
966,902

$2,189,628
6.0000%|

$131,378
2,058,250
699,805

$831,183

$54,720

$33,481

$206

$1,026

$89.433

38.6722%

Staff Recommended

$9,737,684
6,492,953
966,902

$2,277,829
6.0000%

$136,670
2,141,159
727,994

$864,664

34.0000%

$37,188,547
2.6000%

$966,902

$37,188,547
2.6000%
966,902

Incr in Revs

$89,433

RR Inc
$89,433




EPCOR Water Arizona - Paradise Valley Water District

Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-10

[ OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED j
[A] [B] €] ) (E]
STAFF
COMPANY STAFF TEST YEAR STAFF
LINE TEST YEAR TEST YEAR AS RECOMMENDED STAFF
NO. DESCRIPTION AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED
1 Water Revenues $9,589,273 $0 $9,589,273 $89,433 $9,678,706
2 Other Revenues 58,978 0 58,978 0 58,978
3 Other 0 0 0 0 0]
4 'Total Operating Revenues $9.648,251 $0 $9,648,251 $89,433 $9,737,684
5 Labor $1,205,431 ($28,673) $1,176,758 $0 $1,176,758
6 Purchased Water 0 0 0 0 0
7  Fuel & Power 1,329,578 0 1,329,578 0 1,329,578
8  Chermicals 58,805 0 58,805 0 58,805
9  Waste Disposal 15,320 0 15,320 0 15,320
10  Intercompany Support Services 860 0 860 0 860
11 Corporate Allocation 314,349 (21,375) 292,974 0 292,974
12 OQutside Services 233,418 0 233,418 0 233,418
13 Group Insurance 321,965 0 321,965 0 321,965
14 Pensions 3,881 0 3,881 0 3,881
15 Regulatory Expense 66,802 0 66,802 0 66,802
16  Insurance Other Than Group 138,643 0 138,643 0 138,643
17  Customer Accounting 197,288 (19,028) 178,260 206 178,466
18  Water Testing Expense 0] 13,152 13,152 0 13,152
19  Rents 30,456 0 30,456 0 30,456
20  General Office Expense 132,498 (19,691) 112,807 0 112,807
21 Miscellaneous 91,440 (12,198) 79,242 0 79,242
22 Mantenance Expense 512,882 (63,908) 448,974 0 448,974
23 Depreciation & Amortization 1,608,655 (75,451) 1,533,204 0 1,533,204
24 General Taxes-Property 335,846 0 335,846 1,026 336,872
25 General Taxes-Other 120,776 0 120,776 0 120,776
26 Income Taxes 735,635 95,548 831,183 33,481 864,664
27 Total Operating Expenses $7,454,528 ($131,624) $7,322,904 $34,713 $7,357,617
28 Operating Income (Loss) $2,193,723 $131,624 $2,325,347 $54,720 $2,380,067

References:

Column [A}: Company Revised Schedule C-1

Columnn ]BJ: Schedule CLP-11

Column [C}: Column [A] + Column [B]
Column [DJ: Schedules CLP-2, Lines 29 and 37
Column [E}: Colurnn [C] + Column [D)]
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Sumebuttal Schedule CLP-13

EPCOR Warcr Arizonu - Paradise Valley Water Diswrict
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

1] 1B) 8} ]
LINE ACCT. PLANT Non-Depreciable DEPRECLATION DEPRECIATION
NO  NOQ DESCRIPTION BALANCE Fully Depeciated RATE EXPENSE
Staff Recommended

1 PLANTIN SERVICE:

2 301000 Other Intangible Plant $1838§ 1,831 0.00% %

3 302000 Franchises - - 0.00% -

4 303200 Land and Land Rights Supply - - 0.00% -

5 303300 Land a0d Land Rights Pumping - - 0.00% -

6 303400 Land & Land Rights Treatment - - 0.00% -

7 303500 Land & Land Rights T&D 8,324 8,324 000% -

8 303600 Land & Land Rights General - - 0.00% -

9 304100 Structures and Improvements - Supply 158,547 158,547 250% -
10 304200 Structures and Improvements - Pumping 1,282,693 200% 25,654
11 304300 Structures and Improvements - Treatment 20,737,611 200% 414,752
12 304400 'Structures & Improvements Trans & Dist 23764 200% 475
13 304500 Structures & Improvements Geeral 26,113 2.50% 653
14 304600 Structures and Improvements - Offices - 2.50% -
15 304620 Structurs & Tmp Leasehold - 250% -
16 304700 Stmctutes & Impeovements Store Shop,Gge 4629 2.50% 116
17 304800 Structures & Improvements Miscellaneous - 2.50% -
18 307000 Wells & springs 2,639,547 250% 65,989
19 309000 Supply Mains 373,503 1.67% 6,238
20 310000 - Power Production Equipment 230,827 3.33% 7,687
21 310100 Power Generation Equip Other 554,631 333% 18,469
22 311200 Pumping Equipment Electric 3,893,762 4.00% 155,750
23 311300 Pumping Equipment Diesel 190 4.00% 8
24 311400 Pumping Equipment Hydraulic - 4.00% -
25 311500 Pumping Equipment Other . - 400% -
26 311530 Pumping Equipment Water Treatment 358,319 4.00% 14,333
27 320100 Water Treatment Equipment Noo-Media 10,628,952 5.00% 531,448
28 320200 Water Treatment Equipment Filter Media 702,862 10.00% 70,286
29 330000 Distrbution Reservoirs & Standpipes 2,400,280 1.54% 36,964
3 330200 Ground Level Tanks - 1.54% -
31 331001 TD Maios Not Classified by Size 3911448 200% 78,229
32 331100 TD Mains 4in & Less 364,519 143% 5,213
33 331200 TD Maios 6in to 8in 5,987,202 143% 85,617
34 331300 TD Mains 10in to 16in 9,380,895 143% 134,147
35 331400 TD Mains 18in & Grr 547,004 143% 7822
36 332000 Fire Mains 14058 143% 201
37 333000 Services 3,318,826 250% 95,471
38 334100 Meters 1,426,811 833% 118,853
39 334200 Meter Tostallations 177,916 250% 4,448
40 334300 Meter Vaults - 250% -
41 335000 Hydrants 1,384,297 200% 27,686
42 339200 Other P/E-Supply - 333% -
43 339600 Other P/E-CPS 180,523 333% 6011
44 340100 Office Furniture & Equipment 61,561 450% 2770
45 340200 Computer & Pesiphal Equipment 38077 38,077 1000% -
46 340300 Computer Software 30,877 37,405 20.00% (1,306)
47 340330 Computer Software Other - 20.00% -
48 340325 Computet Software Customized - 20.00% -
49 340500 Other Office Equipment 321 6.67% 21
50 341100 Transportation Equip Light Duty Truks - 0.00% -
51 341300 Transporation Equip Light Duty Trucks - 20.00% -
52 341400 Transportation Equipment Other 194,855 16.67% 32,482
53 342000 Stores Equipment 1943 4.00% 7
54 343000 Tools,Shop,Garage Equipment 294,430 400% 10,777
55 344000 Laboratory Equipment 17,620 4.00% 705
56 345000 Power Operated Equipment 32,228 5.00% 1,611
57 346100 C ication Equipment Non-Telephon 456,755 456,755 10.00% -
58 346190 Remote Control & Instsument 609,765 10.00% 60,977
59 346200 Communication Equipment Telephone - 10.00% -
60 346300 Communication Equipment Other 58,841 10.00% 5,884
61 347000 Miscellaneous Equipment - 6.25% -
62 304500 Structwres & Imp General 2917 250% 73
63 304600 Stuctures & Improvement Offices 132 250% 3
64 304620 Structures & Improvements Leasehold 256 250% 6
65 334100 Meters 351 833% 29
66 339600 Other P/E CPS 10917 333 364
67 340100 Office fumiture & Equipemnt 37,79 4.50% 1,701
68 340200 Computer & Peripheral Equ 25,119 10.00% . 2512
69 340300 Computer Software 16,829 20.00% 3,366
70 340300 Computer Software 191 20.00% 38
71 341400 Transportation Equipment Other 3483 16.67% 581
72 343000 Tools,Shop,Garage Equipment 467 4.00% 19
73 344000 Laboraory Equipemnt 517 400% 21
M 346100 C ion Equip leph 5,567 10.00% 557
75 346190 Remote Control & Instrument 455 1000% 4%
76 346200 Communication Equipment Telephone 2,161 10.00% 216
77 346300 Communication Equip Other 147 10.00% 15
78 347000 Miscellaneon Equip 12,183 6.25% 761
7 o 000
80 0 0 - 0.00% -
81 Rounding 1
82 subtoral [ 73,136,640 $ 700,939 s 2,037,825
83
84
85 Less Non Depreciable Plant 3 700,939
86 B
87 Net Depreciable Plant and Depreciation Amonnts — § 72,435,701 H 2,037,825
£
89 Composite Depreciation Rate 281%

90 Less

91 Contribution in Aid of Construction $18,123,892

92 Amortization of CIAC at Composite Rate 509,877
93 Staff Recs ded Depreciation/CIAC i $1,527,948
94 Amartization of Mummy Mountain Acquisition $5,256
95 Staff ded Depreciati ization Expense $1,533,204
96 Company Proposed Depreciation Expense 1608655
97 Staff Adjustment i (75,450)
98 S

99 -

100

101

102 L

103

104

108

106

' From Company Schedule C-2, page 16




EPCOR Water Arizona - Paradise Valley Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-14

Ii OPERATING INCOME STATEMENT ADJUSTMENT NO. 3 - PROPERTY TAX EXPENSE 1
[A] [B)
LINE STAFF STAFR
NO. |DESCRIPTION AS ADJUSTED RECOMMENDED

1 Staff Adjusted Test Year Revenues $9,648,251 $9,648,251
2 Weight Factor 2 2
3 Subtotal (Line 1 * Line 2) 19,296,502 19,296,502
4 Staff Recommended Revenue, Per Schedule CLP-1 9,648,251 9,737,684
5  Subtotal (Line 4 + Line 5) 28,944,753 29,034,186
6 Number of Years 3 3
7  Three Year Average (Line 5 / Line 6) 9,648,251 9,678,062
8  Department of Revenue Mutilplier 2 2
9  Revenue Base Value (Line 7 * Line 8) 19,296,502 19,356,124
10 Plus: 10% of CWIP 36,119 36,119
11 Less: Net Book Value of Licensed Vehicles - -
12 Full Cash Value (Line 9 + Line 10 - Line 11) 19,332,621 19,392,243
13 Assessment Ratio 18.50% 18.50%
14 Assessment Value (Line 12 * Line 13) 3,576,535 3,587,565
15 Composite Property Tax Rate - Obtained from ADOR 9.39% 9.39%
16 Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $335,837
17 Company Proposed Property Tax $335,846
18  Staff Test Year Adjustment (Line 16 - Line 17) ($9) (1]
19 Property Tax on Staff Recommended Revenue (Line 14 * Line 15) $336,872
20  Staff Test Year Adjusted Property Tax Expense (Line 16) $335,846
21 Increase in Property Tax Due to Increase in Revenue Requirement $1,027
22
23 Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) $1,027
24 Increase in Revenue Requirement $89,433
25 Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23) 1.14804%
[1] Staff did not make an adjust to test year property tax expense because the adjustment would have been de minimis.

REFERENCES:

Line 15: Composite Tax Rate obtained from Arizona Department of Revenue

Line 17: Company Schedule Revised C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule CLP-1, Line 8




EPCOR Water Arizona - Paradise Valley Water District Surrebuttal Schedule CLP-15
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

L OPERATING INCOME STATEMENT ADJUSTMENT NO. 4 - INCOME TAXES
[a] (B] [q
LINE ACCT COMPANY STAFF STAFF
NQ. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Income Taxes $735,635 $95,548 $831,183
References;

Column [A]: Company Revised Schedule C-2
Column [B}: Testimony CLP
Column [C]: Column [A] + Colurmnn [B]
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EPCOR Water Arizona - Paradise Valley Water Surrebutal Schedule CLP-17
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

OPERATING INCOME ADJUSTMENT NO. 6 - BAD DEBT EXPENSE

Al B] [l
[ STAFF
LINE COMPANY ADJUSTMENTS STAFF
NO.IDESCRIPTION AS FILED (Col C- ColA) AS ADJUSTED
1 Bad Debt Expense $ 22236 § (22,236)
2
3
4
-5 Bad Debt
6 Expense
7 Month Write-off
8 July-12 § 1,384.00
9 Aug-12 § 4,794.00
10 Sep-12 § 1,297.00
11 Oct-12 § 4,730.00
12 Nov-12 § 1,913.00
13 Dec-12 § 1,709.00
14 Jan-13 § 1,931.00
15 Feb-13 § 1,090.00
Mar-13 § 1,813.00
Apr-13 $ 451.00
May-13 § 1,018.00
Jun-13 $ 106.00
Total §  22,236.00
$ 9,648,251 Test Year Revenue
0.2305% Average write-off rate
References:
Column A: Company Rebuttal Schedule C-2
Column B: Testimony, CLP
Column C: Column [A] + Column [B]




EPCOR Water Arizona - Sun City Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-1

[ REVENUE REQUIREMENT |
(A (B]
COMPANY STAFF
LINE ORIGINAL ORIGINAL
NOG. DESCRIPTION COST COST
1 Adjusted Rate Base $26,409,286 $25,639,023
2 Adjusted Operating Income (Loss) $843,695 $1,077,517
3 Current Rate of Return (L2 / L1) 3.19% 4.20%
4  Required Rate of Return 6.87% 6.40%
5 Required Operating Income (L4 * L1) $1,814,318 $1,640,897
6  Operating Income Deficiency (L5 - L2) $970,623 $563,381
7 Gross Revenue Convetsion Factor 1.6550 1.6406
8  Required Revenue Increase (L7 * LG) $1,606,392
9  Adjusted Test Year Revenue $10,265,553 $10,295,663
10 Proposed Annual Revenue (L8 + L9) $11,871,945  $11,219,058
11 Required Increase in Revenue (%%) 15.65% 8.98%

References:
Property Tax Factor (CLP-143, 1.25)

Column [B]: Staff Schedules CLP-2, MJR-3, and CLP-10




EPCOR Water Arizona - Sun City Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Suttebuttal Schedule CLP-2

GROSS REVENUE CONVERSION FACTOR

LINE
NO.

N NV SRRy

[
L0 = o

15

R T T O O A O R VIt B R T R CCR SRy P T T A C B C A CEP R R R
PETRERHIVSSLTLHAEITGHE GRS S aR R »

48

DESCRIPTION
 deulation of Crass Revaue Conperson E:

Revenue

Usncollecible Factor (Line 13)

Revenues (L1 - L2)

Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (L3 - 14)

Revenue Conversion Factor (L1 / L5)

e o of U ble F
Unity

Combined Federal and State Tax Rate (Line 21)
One Minus Combined Income Tax Rate (L9 - L10)
Uncollectible Rate

Uncollectible Factor (L11* L12)

Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate

Federal Taxable Income (L16 - L17)

Applicable Federal Income Tax Rate (Line 68)

Effective Federal Income Tax Rate (L18 x L19)

Combined Federal and State Income Tax Rate (L17 + L20)

c i of Effgtie P T
Unity

Combined Federal and State Income Tax Rate (L21)

One Minus Combined Income Tax Rate (L24 - L25)

Property Tax Factor (CLP-143, L25)

Effective Property Tax Factor (126 x L27)

Combined Federat 2nd State Income Tax and Property Tax Rate (L21 + L28)

Required Operating Income (Schedule CLP-1, Line 5)
AdjustedTest Year Opecating Income (Loss) (Schedule CLP-10, Line 32)
Required Increase in Operating Income (L33 - L34)

Income Taxes on Recommended Revenue (Col. [C], L62)
Income Taxes on Test Year Revenue (Col. [A], L62)
Required Increase in Revenue to Provide for Income Taxes (L36 - L37)

Recommended Revenue Requirement (Schedule CLP-1, Line 10)
Uncollectible Rate (Line 12)

Uncoliectible Expense on Recommended Revenue (140 x 141)
Adjusted Test Year Uncollectible Expense

Required Increase in Revenue to Provide for Uncollectible Exp.

Property Tax with Recommended Revenue (CLP-14, 1.20)
Property Tax on Test Year Revenue (CLP-14, Cof [A], L16)
Increase in Property Tax Due to Increase in Revenue (146 - L47)

Total Required Increase in Revenue (L34 + L38 + L44 + 148)

1
Revenue (Sch CLP-10, Col. [C] LS, CLP-1, Col. [C] L10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L71)
Arizona Taxable Income (L54 - L55 - L56)
Arizona State Income Tax Rate
Arizona Income Tax (L57 x L58)
Federal Taxable Income (L57 - L59)
Total Federal Income Tax
Combined Federal and State Income Tax (L59 + L61)

Effective Tax Rate

Calowlation of Interest Synch

Rate Base (Schedule MJR-3, Col. [C], Line 34)
Weighted Average Cost of Debt
Synchronized Interest (L69 x L70)

Lead Lag Interest
Rate Base
Synchronized Interest

100.0000%
99.7863%
38.8338%
60.9525%

sz

100.0000%
37.9600%
62.0400%

0.3444%

0.2137%

100.0000%
6.0000%
94.0000%
34.0000%
31.9600%

37.9600%

100.0000%
37.9600%
62.0400%

1.4085%

]

0.8738%

$1,640,897
1,077,517

$596,128
251,416

$11,219,958

0.3444%

$38,645
35,462

$448,437

435,418

$924,295
—

Test Yeac

$10,295,663
8,966,730
666,615

$662,318
6.0000%

39,739
622,579
211,677

$251,416

$563,381

$344,712

$3,184

$13,018

38.8338%

Staff Recommended

$11,219,958
8,982,932
666,615

$1,570,411
6.0000%

$94,225
1,476,186
501,903

$596,128

34.0000%

25,639,023

2.60%

666,614.61

$25,639,023
2.60%
$666,614.61

$o

$924,295

RR
$924,295




EPCOR Water Arizona - Sun City Water District

Docket No, WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-10

References:

Column {A]: Company Schedule C-1

Column [B]: Schedule CLP-11

Column [C]: Column [A] + Column [B]
Column [D]: Schedules CLP-2, Lines 29 and 37
Column [E}: Column [C] + Column [D]

Ii OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
(A (5] © D] [E]
STAFF
COMPANY STAFF TEST YEAR STAFF
LINE TEST YEAR TEST YEAR AS RECOMMENDED STAFF
NO. DESC O ASFILED ADJUSTMENTS AD D CHANGES COM D
1 Water Revenues $10,103,166 $30,110 $10,133,276 $924,295 $11,057,571
2 Other Revenues 162,387 0 162,387 0 162,387
3 Other 0 0 0 0 0
4 Total Operating Revenues $10,265,553 $30,110 $10,295,663 $924,295 $11,219,958
5 Labor $1,711,461 ($46,525) $1,664,936 $0 $1,664,936
6 Purchased Water 0 0 0 0 0
7  Fuel & Power 1,557,580 0 1,557,580 0 1,557,580
8  Chemicals 34,119 0 34,119 0 34,119
9  Waste Disposal 4,661 0 4,661 0 4,661
10  Intercompany Support Services 1,396 0 1,396 0 1,396
11 Corporate Allocation 510,069 (34,684) 475,386 0 475,386
12 Outside Services 280,698 0 280,698 0 280,698
13 Group Insurance 490,722 0 490,722 0 490,722
14 Pensions 6,298 o 6,298 o] 6,298
15 Regulatory Expense 101,188 0 101,188 0 101,188
16  Insurance Other Than Group 288,791 0 288,791 0 288,791
17 Customer Accounting 834,153 (30,875) 803,278 3,184 806,461
18  Water Testing Expense 30,180 25,080 55,260 0 55,260
19  Rents 45,805 0 45,805 0 45,805
20 General Office Expense 212,603 (31,950) 180,653 0 180,653
21 Miscellaneous 432,512 (30,933) 401,579 o] 401,579
22 Mantenance Expense 205,746 0 205,746 ] 205,746
23  Depreciation & Amortization 1,916,821 (202,512) 1,714,309 0 1,714,309
24 General Taxes-Property 434,142 1,276 435,418 13,018 448,437
25 General Taxes-Other 218,906 0 218,906 0 218,906
26  Income Taxes 104,004 147,412 251,416 344,712 596,128
27 'Total Operating Expenses $9,421,858 ($203,711) $9,218,146 $360,914 $9,579,060
28 Operating Income (Loss) $233 821 $1,077,517 $563,381 $1,640,897

$843,695
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EPCOR Water Arizona - Mohave Water District Surrebuttal Schedule CLP-12
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

OPERATING INCOME ADJUSTMENT NO. 1- WATER REVENUE

(Al [B) ]
LINE ACCT COMPANY STAFF STAFF
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Water Revenue $10,265,553 $30,110 $10,295,663

Adjustment for over collection of water revene from the Low-Income
Program miscoded as a2 Regulatory Liability on Company's Schedule B-1 & B-2

References:

Column [A}: Company Revised Schedule C-2
Column [B]: Testimony CLP

Column [C]: Column [A} + Column [B]




EPCOR Water Arizons - Sun City Water District Suzcebuttal Schedule CLP-13
Docket No. WS-013034-4-0010
Teat Year Ended June 30, 2013

C OPERATING INCOME STATEMENT ADJUSTMENT NO. 2 - DEPRECIATION EXPENSE ]
LINE -ACCT. PLANT Noo-Deprecisble/ ~ DEPRECIATION DEPRECIATION
NO, DESCRIPTION BALANCE Fully DepeeciATED
Staff Recommended
t PLANT [N SERVICE:
2 301000 Ogganization s 471 0.00% 0
3 302000 Franchises - - 0.00%
4 303200 Land & Land Rights S3 268,738 28,738 0.00%
S 303300 Land & Land Rights P 8456 8456 0.00%
6 303500 Land & Land Rights TD 1049 10,493 6.00%
7 303600 Lend & Land Rights AG 2,125 2,125 0.00%
8 30400 Struct & dmp SS - - 250% -
9 304200 Steuct & Imp P 4,467,063 - 200% 89,341
10 304300 Struct & Imp WT 126815 - 200 2,53
11 304400  Steuct & Imp TD 34162 - 200% 85
12 304500 Steuet & Imp AG 374,292 E 200% 7486
13 304600 Struct & Imp Offices 47,528 - 250% 1,188
14 304620 Struct & Imp Leasehold - - 2.50% -
15 304800 Struct & Imp Misc 1,383,151 - 250% 34579
16 305000 Collect & Impounding 314 - 167% 5
17 307000 Wells & Springs 3,812,341 - 2.50% 95,309
18 309000 Supply Mains 787,835 - L67% 13,157
19 310000 Power Genecation Equip 1,430917 - 333% 47,650
20 311000 Pumpiag Equip Steam - - 4.00% -
21 311100 Other Power Production 4473 - 4.00% 179
22 311200 Pump Equip Electric 11,150,383 - 4.00% 446,015
23 311300 Pump Equip Diesel 213,446 - 4.00% 8538
24 311400 Pump Equip Hydraulic 16219 E 4.00% 649
25 311500 Pump Equip Other 210,006 . 4.00% 8,400
2 311530 Pumping Equip Watee Trmt 35,035 - 4.00% 1,401
27 320100 WT Equip Non-Media 881711 - .00 44,086
28 320200 Solution Chemical Feeders 120,791 - 10.00% 12,079
29 330000 Dist Resecvoies & Standpipe 5,621,435 . 154% 8,570
30 330200 Peessuse Tank 8,435 - 154% 1,362
31 331001 TD Mains Not Classified by Sice 1128336 . 200% 22,567
32 331100 TD Mains din & Less 13,200,123 - L43% 190,049
33 331200 'TD Mains 6in 1o 8in 4,576,963 - 143% 65,451
34 331300 TD Mains 10in to 16in 5,251,696 - 1.43% 75,099
35 331400 TD Msins 18ia & Geie 152,237 - L43% 2,177
36 332000  Fire Mains - - 1.43% -
37 333000 Services 6,609,463 E 250% 165,237
38 334100 Metees 6,145,033 - 835% S11.881
39 334200 Meter Installations 660,094 - 250% 16,502
W0 334300 Meter Vaults 952 - 2.50% 24
41 335000 Hydrants 2,941,652 - 200% 58,833
42 336000 Backflow Preventors 7,036 - 647% 469
43 339500 Othec P/ETD 523 - 333% 17
44 319600 Othes P/ECPS 179,653 E 333% 5,082
45 340100 Office Fueniture & Equip 79242 - 4.50% 35,066
4 340200 Comp & Periph Bquip 223,286 - 10.00% 22329
47 340300 Computer Software 43,402 43,402 20.00% -
48 340310 Computer Sofrware 9,105 E 20.00% 187
49 340325 Computec Software Custom 16914 E 20.00% 3383
50 340500 Othee Office Equipment 3,854 - 6.67% 257
51 341100 Teans Equip Lt Duty Teks 976,241 976,241 20.00% -
52 341200 Trans Equip Hvy Duty Trks 54,958 54,958 14.29% -
53 341400 Trans Equip Other 85,411 - 16.67% 14,238
54 342000 Stores Equipment 20,135 - 400% 805
55. 343000 Tools,Shop,Garsge Equip 376,007 - 4.00% 15,040
56 344000 Laboratory Equipment 107,428 - 4.00% 4207
57 . 345000 Power Operated Equipment 151,899 - 5.00% 7,59
58 346100 Comm Equip Non-Telephone 218,768 218,768 10.00% -
39 346190 Remote Control & Instrument 306,433 - 10.00% 39,643
60 346200 Comm Equip Telephone 1,126 - 10.00% 113
61 346300 Comm Equip Other 174,797 - 10.00% 17480
02 347000 Misc Equipment 10219 - 6.25% 639
63 304500 Stcuctures & Imp General 13,904 - 2.50% 348
64 304600 Swctuses & Impeovement Offices 082 . 250% @)
65 304620 Stuctures & Improvements Leaseh 2,838 . 250% 7
66 334100 Meters 1,675 - 8.33% 140
67 339600 Other P/E CPS 52,046 . 3.33% 1,733
68 340100 Office furnituce & Equipemat 180,156 - 4.50% 8,107
69 340200 Computer & Peripheral Equ 119,750 - 10.00% 11975
70 340300 Computer Software 80,229 B 20.00% 16,046
" 340330  Computer Softwace Other 209 - 20.00% 182
72 341400 Teansportation Equipment Other 16,606 - 16.67% 2,768
73 343000 Tools,Shop,Garage Equipment - - 4.00% -
7% 348000 Lboraory Equipemnt 4692 - 4.00% 188
75 34100 Communication Equipment non-te 26,542 - 10.00% 2,654
7 346196 Remote Control & Instaument 2,168 - 1000% 217
7 346200 Communication Equipment Telept 10,300 - 10.00% 1,030
78 346300 Comauaication Equip Othee €99 . 10.00% 0
347000 Miscellaneous Equipment 58,082 - 6.25% 3,630
» 0 Youngtown (149,497) - 0.00%
80 0 Rounding @ -
8 0 Youl Plant in Service 76,109,734 1,583,652 2207340
82
8 76,109,734
8 o
85 Less Non Depreciable Plant $ 74526082
£
87
88 Net Deprecisble Plant and Depreci § 74,526,082 s 2,227,340
8
% From Company Schedule C-2, page 16
9 From Company Schedule C-2, page 17
92
93
94 Gompaosite Depeeciation Rate 29%
95 Less
% Amortizatin of CLAC at Composite tate
97 crac $17,500,750 523,040
9% SffR d Depeeciation Expease/CIAC A i 1,704,300
Amotization of Sun City Fieflow 95,904
Amortization of Y2K. 14,105
Staff Recommended Depreciation/ Amortizetion Expense 31,714,309
%9 Company Proposed Depeciation Expense _lotesn
100 Staff Adjustment (5202512
101
102
w
104
105
106 Refercncey
107 ColA  Schedule MJR-4
108 CalB  Fully Depeeciated Plant from Company Schedules




EPCOR Water Atizona - Sun City Water District

Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-14

L OPERATING INCOME STATEMENT ADJUSTMENT NO. 3 - PROPERTY TAX EXPENSE
A) B
LINE STAFF STAFF
NO. [DESCRIPTION AS ADJUSTED RECOMMENDED
1 Staff Adjusted Test Year Revenues $10,295,663 $10,295,663
2 Weight Factor 2 2
3 Subtotal (Line 1 * Line 2) 20,591,326 20,591,326
4  Staff Recommended Revenue, Per Schedule BAB-1 10,295,663 11,219,958
5  Subtotal (Line 4 + Line 5) 30,886,989 31,811,284
6 Number of Years 3 3
7  Three Year Average (Line 5 / Line 6) 10,295,663 10,603,761
8  Department of Revenue Mutilplier 2 2
9  Revenue Base Value (Line 7 * Line 8) 20,591,326 21,207,523
10 Plus: 10% of CWIP 18,237 18,237
11 Less: Net Book Value of Licensed Vehicles - -
12 Full Cash Value (Line 9 + Line 10 - Line 11) 20,609,563 21,225,760
13 Assessment Ratio 18.50% 18.50%
14 Assessment Value (Line 12 * Line 13) 3,812,769 3,926,766
15 Composite Property Tax Rate - Obtained from ADOR 11.42% 11.42%
16 Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $435,418
17 Company Proposed Property Tax $434,142
18- Staff Test Year Adjustment (Line 16 - Line 17) $1,276
19 - Property Tax on Staff Recommended Revenue (Line 14 * Line 15) $448,437
20  Staff Test Year Adjusted Property Tax Expense (Line 16) $435,418
21 Increase in Property Tax Due to Increase in Revenue Requirement $13,018
22 Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) $13,018
23 Increase in Revenue Requirement $924,295
24 Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23) 1.40847%

REFERENCES:

Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24

Line 21: Line 19 - Line 20

Line 23: Schedule BAB-1, Line 8




EPCOR Water Arizona - Sun City Water District Surrebuttal Schedule CLP-15
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

OPERATING INCOME STATEMENT ADJUSTMENT NO. 4 - INCOME TAXES j
[A] (B] [
LINE ACCT COMPANY STAFF STAFF
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Income Taxes $104,004 $147 412 $251,416
References:

Column [A]: Company Revised Schedule C-2
Column (B]: Testimony CLP
Column [C]: Column [A] + Column [B]
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EPCOR Water Asizona - Sun City Water Surrebutal Schedule CLP-17
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

OPERATING INCOME ADJUSTMENT NO. 6 - BAD DEBT EXPENSE

Al [B) @
| STAFF
LINE COMPANY ADJUSTMENTS STAFF
NO.lDESCRIPTION AS FILED (Col C-Col A) AS ADJUSTED
1 Bad Debt Expense $ 35358 § (35,358)
2
3
4
5 Bad Debt
6 Expense
7 Month Write-off
8 July12 § 2,579.00
9 Aug-12 $ 1,916.00
10 Sep-12 § 2,451.00
1 Oct-12 § 3,443.00
12 Nov-12 $ 4,031.00
13 Dec-12 §$ 4,627.00
14 Jan-13 § 4,437.00
15 Feb-13 § 2,765.00
Mar-13 § 1,810.00
Apr-13 § 2,028.00
May-13 $ 2,553.00
Jun-13 § 2,718.00
Total $ 35,358.00
$ 10,265,553 Test Year Revenue
0.3444% Average write-off rate
References:

Column A: Company Rebuttal Schedule C-2
Column B: Testimony, CLP
Column C: Column [A] + Column [B]




EPCOR Water Arizona - Tubac Water District

Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-1

REVENUE REQUIREMENT

LINE
NO.

10

11

DESCRIPTION
Adjusted Rate Base
Adjusted Operating Income (Loss)
Current Rate of Return (L2 / L1)
Required Rate of Return
Required Operating Income (L4 * L1)
Operating Income Deficiency (L5 - L2)
Gross Revenue Conversion Factor
Required Revenue Increase (L7 * 16)
Adjusted Test Year Revenue
Proposed Annual Revenue (L8 + L9)

Required Increase in Revenue (%o)

References:

Column [A]: Company Schedule A-1

(Al
COMPANY
ORIGINAL

COST
$1,607,775
($129,752)
-8.07%
6.87%
$110,454
$240,206
1.6589
$398,488
$579,194

$977,682

68.80%

Column [B]: Staff Schedules CLP-2, MJR-3, and CLP-10

[B]
STAFF

ORIGINAL
COST

$1,340,780

($60,886)

-4.54%

6.20%
$83,128
$144,015
1.6443
$579,194

$816,004

40.89%




EPCOR Water Arizona - Tubac Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-2

I GROSS REVENUE CONVERSION FACTOR 4]
LINE tA] @] €
NO. DESCRIPTION
Caloulation of Gross Revense Conpersion Faclor:

1  Revenue 100.0000%

2 Uncollecible Factor (Line 13) 0.1460%

3 Revenues (L1-12) 99.8540%

4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 39.0396%

5  Subtotal (L3 - L4) 60.8144%

6 Revenue Conversion Factor (L1/ L5) 1.644348

7

8 Calowlation of Uncollecttible Factor:

9 Unity 100.0000%

10 Combined Federal and State Tax Rate (Line 21) 37.9600%

11 One Minus Combined Income Tax Rate (L9 - L10) 62.0400%

12 Uncollectible Rate 0.2353%

13 Uncollectible Factor (L11 * L12) 0.1460%

14

15 Caleulation of Effective Tax Rate:

16  Operating Income Before Taxes (Arizona Taxable Income) 100.0000%

17  Arizona State Income Tax Rate 6.0000%

18 Federal Taxable Income (L16 - L17) 94.0000%

19 Applicable Federal Income Tax Rate (Line 68) 34.0000%

20  Effective Federal Income Tax Rate (L18 x L19) 31.9600%

21 Combined Federal and State Income Tax Rate (L17 + L20) 37.9600%

22

23 Caldation of Effective Property Tax Fadtor

24 Unity 100.0000%

25 Combined Federal and State Income Tax Rate (L21) 37.9600%

26  One Minus Combined Income Tax Rate (L24 - L25) 62.0400%

27 Property Tax Factor (CLP-14, 1L.25) 1.7402%

28  Effective Property Tax Factor (126 x L27) 1.0796%

29 Combined Federal and State Income Tax and Property Tax Rate (L21 + 1.28) 39.0396%
30

31

32 Required Operating Income (Schedule CLP-1, Line 5) $83,128

33 AdjustedTest Year Operating Income (Loss) (Schedule CLP-10, Line 32) (60,886)

34 Required Increase in Operating Income (L33 - L.34) $144,015

35

36 Income Taxes on Recommended Revenue (Col. [C], L62) $31,995

37 Income Taxes on Test Year Revenue (Col. [A], L62) (56,123)

38 Requited Increase in Revenue to Provide for Income Taxes (L36 - L37) $88,117

39

40  Recommended Revenue Requirement (Schedule CLP-1, Line 10) $816,004

41 Uncollectible Rate (Line 12) 0.2353%

42 Uncollectible Expense on Recommended Revenue (L40 x L41) $1,920

43 Adjusted Test Year Uncollectible Expense 1,363

44 Required Increase in Revenue to Provide for Uncollectible Exp. $557

45

46  Property Tax with Recommended Revenue (CLP-14, L20) $34,359

47 Property Tax on Test Year Revenue (CLP-14, Col [A], L16) 30,238

48 Increase in Property Tax Due to Increase in Revenue (L46 - L47) $4,121

49

50 Total Required Increase in Revenue (L34 + L38 + L44 + L48) §236,810

51

52

53 Calinlation of Income Tax: Test Year Staff Recommended
54 Revenue (Sch CLP-10, Col [C] L5, CLP-1, Col. [C] 10) $579,194 $816,004
55 Operating Expenses Excluding Income Taxes 696,203 700,881
56 Synchronized Interest (L71) 30,838 30,838
57  Arizona Taxable Income (L54 - L55 - L56) ($147,847) $84,285
58  Arizona State Income Tax Rate 6.0000% 6.0000%
59  Anzona Income Tax (L57 x L58) ($8,871) $5,057
60  Federal Taxable Income (L57 - L59) (138,976) 79,228
61 Total Federal Income Tax (47,252) 26,937
62 Combined Federal and State Income Tax (L39 + L61) ($56,123) $31,995
63

64

65 Liffective Tax Rate 34.0000%
66

67

68 Calenlation of Interest Synchronization:

69 Rate Base (Schedule MJR-3, Col. |C], Line 34) $1,340,780
70 Weighted Average Cost of Debt 2.3000%
71 Synchronized Interest (1.69 x L70) $30,838




EPCOR Water Arizona - Tubac Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-10

References:

Column [A}: Company Schedule C-1

Columnn [B]: Schedule CLP-11

Column [C]: Column [A] + Column [B]
Column [D]: Schedules CLP 2, Lines 29 and 37
Column [E]: Column [C} + Column [D]

[ OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
(] B & D) E)
STAFF
COMPANY STAFF TEST YEAR STAFF

LINE TEST YEAR TEST YEAR AS RECOMMENDED STAFF

NO. DESCRIPTION AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED
1 Water Revenues $574,204 $0 $574,204 $236,810 $811,014
2 Other Revenues 4,990 0 4,990 0 4,990
3 Other 0 0 0 0 0
4 Total Operating Revenues $579,194 $0 $579,194 $ 236,810 $ 816,004
5  Labor $179,440 ($3,176) $176,265 $0 $176,265
6 Purchased Water $0 0 0 0 -
7  PFuel & Power $33,324 0 33,324 0 33,324
8  Chemicals $98,934 (32,592) 66,342 0 66,342
9 Waste Disposal %811 0 811 0 811
10  Intercompany Support Services $95 0 95 0 95
11 Corporate Allocation $34,814 (2,367) 32,447 0 32,447
12 Outside Services $26,870 0 26,870 0 26,870
13 Group Insurance $37,821 0 37,821 0 37,821
14 Pensions $430 4} 430 0 430
15 Regulatory Expense $7,261 0 7,261 0 7,261
16  Insurance Other Than Group $12,198 0 12,198 0 12,198
17 Customer Accounting $20,561 (2,107) 18,454 557 19,011
18  Rents 7,566 0 7,566 0 7,566
19 Water Testing Expense %0 2,175 2,175 0 2,175
20 General Office Expense $28,204 (2,181) 26,023 0 26,023
21 Miscellaneous $4,536 (2,092 2,444 0 2,444
22  Mamntenance Expense $38,435 0 38,435 0 38,435
23 Depreaation & Amortization $238,395 (77,549) 160,846 0 160,846
24 General Taxes-Property $30,506 (268) 30,238 4,121 34,359
25 General Taxes-Other $16,157 0 16,157 ] 16,157
26  Income Taxes ($107,414) 51,291 (56,123) 88,117 31,995
27  'Total Operating Expenses $708,946 ($68,866) $640,080 $92,796 $732,876
28 Operating Income (Loss) ($129,752) $68,866 ($60,386) $144,015 $ 83,128
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EPCOR Water Arizona - Tobac Water District
Docket No, WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-13

OPERATING ADJUSTMENT NO. 2 - DEPRECIATION EXPENSE

14
PLANT
BALANCE

$567
2,0%
61,190
50

50

422
2755
25,092
14,608
02
156

[

498

4
44,598
0
236,074
0
20,225
0
279,401
89

0
403,824
0
1,696,187
0
210,840
4
364,469
886,119
96,807
32,161
[}

0
617,549
194,260

4672
3,028
6
2,228
431
0

s
688
56
197
18
1,506

6,218,404

s 85,566

s 6,132,838

1,076,185

LINE  ACCT.
NO. NO. RESCRIPTION
1 BLANTIN SERVICE:
2 301000  Other Intangible Plant
3 302000  Franchises
4 303200 Land and Land Rights Supply
5 303500 Land and Land Rights Pumping
6 303400 Land & Land Rights Treatment
7 303500 Land & Land Rights T&D
8 303600 Land & Land Rights General
9 304100 Structvres and Improvements - Supply
10 304200 Structvres and Improvements - Pumping
1 304300  Structures and Improvemenss - Treatment
12 304400  Structures & [inprovements Trans & Dist
13 304500  Structures & Improvements General
14 304600  Structures and Improvements - Offices
15 304620  Structures & Imp Leasehold
16 304700 . Structures & Imp Store, Shop, Gge
17 305000 Collect & Impounding
18 307000 Wells & springs
9 309000  Supply Mains
20 310000 Power Production Equipment
21 311000 Pumping Equipment Steam
22 311200 Pumping Equipment Electric
235 311300 Pumping Equipment Diesel
24 311400 Pumping Equipment Hydraulic
25 311500 Pumping Equipment Other
26 311530 Pumping Equipment Water Treatment
27 320100 Water Treatment Equipment Non-Media
28 320200 Water Treatment Equipment Filter Media
29 330000 Distribution Reservoirs & Standpipes
30 330200 Ground Level Tanks
31 331001 TD Mains Not Classified by Size
32 331100 TD Mains 4in & Less
33 331200 TD Mains 6in to $in
34 331300  TD Mains 10in to 16in
35 331400 TD Mains 18in & Grtr
36 332000  Fire Mains
37 333000 Services
38 334100 Meters
39 334200 Meter Installations
40 334300 Meter Vaults
4 335000 Hydrants
4 339200 Other P/E-Supply
43 339600 Other P/E-CPS
44 340100 Office Fumiture & Equipment
45 340200 Computer & Periphal Equipment
46 340300 Computer Software
47 340310 Computer Software Mainframe
48 340325 Computer Software Customized
49 340500 Othex Office Equipment
50 341100 Transportation Equip Light Duty Truks
51 341200 Transportation Equip Heavy Duty Txuks
52 341400 Transportation Equipment Other
53 341400  Transportation Equipment Other
54 342000 Stores Equipment
55 343000 Tools,Shop,Garage Equipment
56 344000 Laboratory Equipment
57 345000 Power Operated Equipment
58 346100 Communication Equipment Non-Telephone
59 346190 Remote Control & Instrument
60 346200 Communication Equipment Telephone
61 346300 Communication Equipment Other
347000  Miscellaneous Equipment
304500  Structures & Imp General
304600  Stuctures & Improvement Offices
304620  Structuzes & Improvements Leaschold
334100 Meters
339600 Other P/E CPS
340100  Office furniture & Equipemnt
340200 Computer & Peripheral Equ
340300 Computer Software
340300 Computer Software-Other
341400 Transportation Equipment Other
343000 - Tools,Shop,Garage Equipment
344000  Laboraory Equipemat
346100 C ication Equip leph
346190 Remote Control & Instrument
346200 Communication Equipment Telephone
346300 Communication Equip Other
347000  Miscellaneou Equip
62
133
64 District Subtotal
[
66
67
8 Less Noa Depteciable Plant
6
0 Net Depreciable Plant sad Depreciation Amounts
7
72 Composite Depreciation Rate
73 Less
7 Conteibution in Aid of Construction
75 Amortization of CIAC at Composite Rate
% Staff Depreciation Expense/CIAC
Amortization Y2K
Staff Recommended Depreciation/ Amortization
77 Company Proposed Depreciation Expense
8 Staff Adjustment
k)
L
81
82
)
84
85
8
&
88
89
90
91 References:

92 ColA

B «q
Non-Deprecisble  DEPRECIATION
Folly Depeciated RATE

$ 567 0.00%

2,03 0.00%
64,190 0.00%
50 0.00%
50 0.00%
422 0.00%
2,755 000%
2.50%

- 2.00%
- 2.00%
- 2.00%
- 2.50%
. 250%
250%

- 2.00%
- 0.00%
- 250%
- 0.00%
- 3.33%
. 0.00%
- 4.00%
- 4.00%
0.00%

4.00%

- 0.00%
- 5.00%
- 10.00%
- 1.54%
- 0.00%
- 2.00%
143%

143%

- 143%
- 0.00%
- 0.00%
2.50%

833%

2.50%

- 0.00%
- 2.00%
- 0.00%
- 3.33%
- 4.50%
1,336 10.00%
- 20.00%
- 0.00%
- 0.00%
- 0.00%
17,166 20.00%
- 0.00%
- 16.67%
- 3.59%
- 4.00%
- 400%
- 0.00%
10.00%

- 10.00%
- 10.00%
- 10.00%
- 6.25%

250%

- 2.50%
- 2.50%
- 833%
- 3.33%
- 4.50%
- 10.00%
- 20.00%
- 20.00%
- 20.00%
- 400%
- 4.00%
- 10.00%
- 10.00%
- 10.00%
10.00%

- 6.25%
- 0.00%
- %

3.18%

DEPRECIATION
EXPENSE

16,153

84,809
3247

7,289
12672
12,824

531

15,439
16,182
55¢
2722
15
245

194,734

34,172
$160,562
3284
$160,846
238,305
(577,549)




EPCOR Water Arizona - Tubac Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-14

REFERENCES:

Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24

Line 21: Line 19 - Line 20

Line 23: Schedule BAB-1, Line 8

[ OPERATING ADJUSTMENT NO. 3 - PROPERTY TAX EXPENSE ]
[A] B]
LINE STAFF STAFF
NO. [DESCRIPTION AS ADJUSTED | {RECOMMENDED

1 Staff Adjusted Test Year Revenues - 2007 $579,194 $579,194
2 Weight Factor 2 2
3 Subtotal (Line 1 * Line 2) 1,158,388 1,158,388
4 Staff Recommended Revenue 579,194 816,004
5  Subtotal (Line 4 + Line 5) 1,737,582 1,974,392
6 Number of Years 3 3
7  Three Year Average (Line 5 / Line 6) 579,194 658,131
8 - Department of Revenue Mutilplier 2 2
9  Revenue Base Value (Line 7 * Line 8) 1,158,388 1,316,262
10 Plus: 10% of CWIP - 2005 - -
11 Less: Net Book Value of Licensed Vehicles - -
12 Full Cash Value (Line 9 + Line 10 - Line 11) 1,158,388 1,316,262
13 Assessment Ratio 18.50% 18.50%
14 Assessment Value (Line 12 * Line 13) 214,302 243,508
15 Composite Property Tax Rate - Obtained from ADOR 14.11% 14.11%
16 Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $30,238
17 Company Proposed Property Tax $30,506
18  Staff Test Year Adjustment (Line 16 - Line 17) ($268)
19 Property Tax on Staff Recommended Revenue (Line 14 * Line 15) $34,359
20  Staff Test Year Adjusted Property Tax Expense (Line 16) $30,238
21 Increase in Property Tax Due to Increase in Revenue Requirement $4,121
22 Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) $4,121
23 Increase in Revenue Requirement $236,810
24 Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23) 1.74023%




EPCOR Water Arizona - Tubac Water District
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule CLP-15

OPERATING INCOME ADJUSTMENT NO. 4 - INCOME TAXES ]
Al (B] [
LINE ACCT COMPANY STAFF STAFF
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Income Taxes ($107,414) $51,291 ($56,123)

References:

Column [A]: Company Revised Schedule C-2
Column [B]: Testimony CLP

Column [C]: Column [A] + Column [B}
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EPCOR Water Arizona - T'ubac Water Surrcbutal Schedule CLP-17
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013

OPERATING INCOME ADJUSTMENT NO. 6 - BAD DEBT EXPENSE

Al [B] C]
[ STAFF
LINE COMPANY ADJUSTMENTS STAFF
NO.lDESCRIPTION AS FILED (Col C-Col A) AS ADJUSTED
1 Bad Debt Expense $ 1,363 § (1,363)
2
3
4
5 Bad Debt
6 Expense
7 Month Write-off
8 July-12 § -
9 Aug-12 $ 215.00
10 Sep-12 $ -
11 : Oct-12 § 342.00
12 Nov-12 § -
13 Dec-12 $ -
14 Jan-13 § 792.00
15 Feb-13 § -
Mar-13 § -
Apr-13 § -
May-13 § -
Jun-13 § 14.00
Total $ 1,363.00
$ 579,194 Test Year Revenue
0.2353% Average write-off rate
References:

Column A: Company Rebuttal Schedule C-2
Column B: Testimony, CLP
Column C: Column [A] + Column [B]
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EXECUTIVE SUMMARY
EPCOR WATER ARIZONA, INC.
DOCKET NO. WS-01303A-14-0010

The surrebuttal testimony of Staff witness John A. Cassidy addresses the following issues:

Capital Structure — For four of the EPCOR Water Arizona, Inc. (“Company”) districts (Mohave
Water, Mohave Wastewater, Paradise Valley Water and Sun City Water) in this proceeding, Staff
continues to recommend that the Commission adopt a capital structure mix consisting of 59.76
percent debt and 40.24 percent equity. For the Tubac Water district, Staff continues to recommend
that the Commission adopt a capital structure mix consisting of 58.53 percent debt and 41.47
percent equity.

Cost of Equity — Staff continues to recommend that the Commission adopt a 9.5 percent cost of
equity for the Company.

Cost of Debt — Staff recommends that the Commission adopt a 4.3 percent cost of debt for the
Mohave Water, Mohave Wastewater, Paradise Valley Water and Sun City Water districts, and a 4.0
petcent cost of debt for the Tubac Water district.

Overall Rate of Return — Staff continues to recommend that the Commission adopt a 6.4 percent
overall rate of return for the Mohave Water, Mohave Wastewater, Paradise Valley Water and Sun
City Water districts, and a 6.2 petcent overall rate of return for the Tubac Water district.

Ms. Ahern’s Testimony — The Commission should reject the Company’s proposed 10.55 percent
return on equity (“ROE”) for the following reasons:

Ms. Ahern’s ptimary cost of equity estimation model is the Predictive Risk Premium Model™
(“PRPM™”), and the PRPM™ derived cost of equity metrics permeate her entite analysis. Cost of
equity estimates obtained from the PRPM"™ model overstate the market cost of equity; thus, use of
PRPM™ derived metrics in Ms. Ahern’s Risk Premium Model using an Adjusted Total Market
Approach, Capital Asset Pricing Model (“CAPM”) and Empirical Capital Asset Pricing Model
(“ECAPM”) overstate cost of equity estimates obtained from these models, as well. No weight
should be given to cost of equity estimates obtained from the PRPM™ model as (i) the ctitical
values input into Ms. Ahern’s model have been hardcoded into the excel file, and (i) Ms. Ahern
makes an invalid assumption concerning the date the common stock of at least five of her nine
sample companies initially became publicly traded. In Ms. Ahern’s CAPM and ECAPM models the
cost of equity is overstated by use of a forecasted risk free rate. In Ms. Ahern’s Risk Premium
Model using a Total Market Approach, the cost of equity is ovetstated by use of a forecasted ‘Aaa’
corporate bond yield. Ms. Ahern’s ECAPM cost of equity results should be given no weight as they
are overstated by means of an unnecessary and redundant beta adjustment. Further, Ms. Ahern’s
proposed 10.55 percent cost of equity is inflated by means of both a 24 basis point upward credit
risk adjustment and a 30 basis point upward business risk adjustment.




N T - IS - Y - ™

N N N ks = e = e e e R e e
NS B S = e I - NV B - NV, =

Surrebuttal Testimony of John A Cassidy
Docket No. WS-01303A-14-0010
Page 1

I. INTRODUCTION

Q. Please state your name, occupation, and business address.

A. My name is John A. Cassidy. I am a Public Utilities Analyst employed by the Arizona
Corporation Commission (“Commission”) in the Utilities Division (“Staff”). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q. Are you the same John A. Cassidy who filed direct testimony in this case?

A. Yes, I am.

Q. What is the putrpose of your surrebuttal testimony in this rate proceeding?

A. The purpose of my surtebuttal testimony is to report on Staff’s updated cost of capital
analysis for EPCOR Water Arizona, Inc. (“EPCOR,” “EWAZ,” or “Company”), and to
respond to the cost of capital rebuttal testimony of Company witness, Pauline M. Ahern

(“Ms. Ahern’s Rebuttal”).

Q. Did Staff’s updated cost of capital analysis for the Company result in a change to the
9.5 percent cost of equity recommended by Staff in direct testimony?

A. No. As shown in Sutrebuttal Schedule JAC-3, Staff continues to recommend a cost of equity
for the Company of 9.5 percent, based on an 8.9 percent average (i.c., arithmetic mean) cost
of equity estimate obtained from Staff’s two discounted cash flow (“DCF”) cost of equity
estimation models, combined with an upward 60 basis point (0.6 percent) economic

assessment adjust:ment.1

1 Tt should be noted that while the cost of equity estimate obtained from Staff’s updated constant growth DCF model—
8.6 percent—remained unchanged from the level in direct testimony, there was a downward change to the cost of equity
estimate obtained from Staff’s multi-stage DCF model. Specifically, as shown in Surtebuttal Schedule JAC-3, Staff’s
updated multi-stage cost of equity estimate is 9.1 percent, 10 basis points bwer than the 9.2 percent multi-stage DCF cost
of equity estimate in Staff’s direct testimony (See Cassidy Direct, Schedule JAC-3). For purposes of its cost of equity
recommendations, Staff rounds to a single digit (i.e., to the tenth, rather than the hundredth place), and it 1s for this
reason that Staff’s updated recommended cost of equity for EWAZ remained unchanged ((8.6% + 9.1%)/2 = 8.85%; ot
8.9% when rounded).
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Please explain how Staff’s surrebuttal testimony is organized.
Staff’s surrebuttal testimony is presented in three sections. Section I is this introduction.
Section II presents Staff's comments on the rebuttal testimony of the Company’s cost of

capital witness, Ms. Ahern. Lastly, Section III presents Staff’s recommendations.

II. STAFF RESPONSE TO COMPANY’S COST OF CAPITAL WITNESS MS. PAULINE

M. AHERN

Q.

For putposes of her tebuttal testimony, did Ms. Ahern update her proposed cost of
equity and overall rate of return for the Company?

Yes. In rebuttal testimony, Ms. Ahern now proposes a cost of equity for EWAZ of 10.55
percent. Ms. Ahern’s updated cost of equity for the Company is 9.72 percent, based on cost
of equity estimates obtained from her DCF (8.52 percent), Risk Premium Model (“RPM”)
(10.97 petcent) and Capital Asset Pricing Model (“CAPM”) (9.72 percent) models. To this
9.72 percent indicated cost of equity Ms. Ahern adds an upward 24 basis point credit risk
adjustment and an upward 30 basis point business risk adjustment. Ms. Ahern’s
recommended cost of equity is 10.25 percent. To this cost of equity cost rate she adds a 60
basis point economic assessment adjustment, for a range of 10.25 percent to 10.85 percent.

Ms. Ahetn’s proposed 10.55 percent cost of equity represents the mid-point of this range.

In Rebuttal (pp. 2-3, lines 23:2), Ms. Ahern cites to pages 29-33 and 46-52 of Staffs
direct testimony, stating that Mr. Cassidy, “believes that thete is a direct relationship
between earned returns on book common equity, the allowed return on book common
equity and market-to-book ratios.” How does Staff respond?

Ms. Ahetn’s assertion is unwarranted. A review of pages 29-33 my direct testimony
demonstrates that I lay the foundation for why Staff incorporates a stock financing growth

rate (vs) term into its constant growth DCF model. Staff acknowledges that market-to-book
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(“M:B”) ratios for Staff’s sample companies continues to remain above 1.0, and with the
expectation that M:B ratios for publicly traded water companies will remain above 1.0, Staff

has included a vs term into its sustainable growth DCF analysis.

In Rebuttal (p. 11, lines 10-22), Ms. Ahern states that use of multiple common equity
cost rate models adds reliability when arriving at a recommended common equity
cost rate. She points out that in direct testimony, Mr. Cassidy agreed with the need to
reduce “the sample error resulting from random fluctuations in the market at the time
the information is gathered,” yet did not apply this concept when relying exclusively
on the DCF model. How does Staff respond?

Ms. Ahern is mistaken as regards the gathering of data used in Staff’s cost of equity
estimation models.” While it is true that Staff's recommended cost of equity is based on
estimates detived from its constant growth DCF and multi-stage DCF models, when
gathering the input data used in those models Staff also gathers inputs for use in Staff’s
histotical- and current market risk premium CAPM models. For reasons noted in Staff’s
direct testimony,” Staff has determined that cost of equity estimates derived from the CAPM
should not be given their traditional weighting for purposes of setting rates, as estimates

derived from the CAPM continue at unusually low levels.

Has Staff prepared an exhibit which would demonstrate why Staff believes reliance
upon cost of equity estimates obtained from the CAPM are not appropriate for
purposes of setting rates at this time?

Yes. Staff has prepared a pro forma restatement of Surrebuttal Schedule JAC-3 for this
putpose. As shown in Surrebuttal Exhibit JAC-A, Staff presents the cost of equity estimates

for the Company as if they were derived from estimates obtained from Staff’s two DCF

2 See Cassidy Direct, pp. 3-4, 25:1.
3 See Cassidy Direct, pp. 4-5, 5:5.
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models and Staff’s two CAPM models. As can be seen, Staff’s average DCF cost of equity
estimate for the Company is 8.9 percent, while Staff’s average CAPM cost of equity estimate
for the Company is 7.1 percent; a figure 180 basis points Jower than Staff’s 8.9 percent DCF
estimate. Had Staff incorporated its CAPM estimates into its analysis utilizing its traditional
weighting allocations (i.e., 50 percent DCF/50 percent CAPM), doing so would have resulted
in an arithmetic mean estimated cost of equity for EWAZ of 8.0 percent ((8.9 percent + 7.1
percent)/2 = 8.0 percent); a figure 90 basis points lwer than Staff’s 8.9 percent DCF estimate.
Finally, after making provision for Staff’s upward 60 basis point economic assessment
adjustment, Staff’s overall recommended cost of equity for the Company would be 8.6
petcent; once again, a figure 90 basis points /ower than Staff’s recommended 9.5 percent cost
of equity estimate for EWAZ and based upon cost of equity estimates derived from Staff’s

two DCF models.

Q. In light of the above, does Staff believe the assertion made by Ms. Ahern that Staff has
relied exclusively on the results of its DCF models for purposes of its recommended
cost of equity for the Company to be without merit?

A. Yes, as Staff obtained cost of equity estimates from its two CAPM models simultaneous to
having obtained cost of equity estimates from its two DCF models. However, after having
obtained its CAPM cost of equity estimates, Staff determined that it would be inapproptiate

to incorporate those estimates into its recommended cost of equity for EWAZ.
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In Rebuttal (p. 18, footnote 14), in regard to the historical and projected dividends per
share (“DPS”) and earnings per share (“EPS”) estimates presented in Schedule JAC-5
filed in Staffs ditect testimony, Ms. Ahern asserts that, “[a]Jlthough sourced as
coming from Value Line, Mt. Cassidy did not use the historical and projected growth
rates published for each water company in its Value Line Ratings & Report, but
rather calculated them himself.” How does Staff respond?

Ms. Ahetn’s assertion is without merit. While Staff does compute the growth rates used in its
historical and projected DPS and EPS estimates presented in Schedule JAC-5, it does so
utilizing data obtained from Value Line, as sourced. Specifically, in the computation of its
historical 10-year DPS and EPS growth rates for each sample company, Staff utilizes the
historical DPS and EPS walues for each sample company as reported by 1Value Line Ratings &
Repotts. For example, as shown in Schedule JAC-5, Staff determined the 10-year historical
DPS growth rate for American States Water over the period, 2003-2013, to be 5.6 percent.
Staffs calculation of this growth rate involved dividing the 2013 DPS walne ($0.76) by the
2003 DPS valne ($0.44), raising that quantity to the 1/10 power, and subtracting 1.* As for the
calculation of Staff’s projected DPS and EPS estimates for the sample companies, Staff once
again utilizes actual per share values made available by 1Value Line. For example, as shown in
Schedule JAC-5, for American States Water Staff determined the 5-year projected dividend
growth rate to be 8.6 percent over the period, 2013-2018. This was done by dividing Value
Line’s projected DPS zalue ($1.15) for the petiod 2017-2019 by the reported 2013 DPS salue
($0.76), raising that quantity to the 1/5 power, and subtracting 1.° Staff believes the
methodology it employs in the computation of historical and projected measures of DPS and
EPS growth in its constant grbwth DCF model to be appropriate, as it incorporates the actual
historical/projected DPS and EPS zalues teported by Value Line, thereby allowing for greater

precision in the Value Line sourced estimate obtained.

4(((.76/.44)1/19)1) = 5.6% (rounded).
5 (((1.15/.76)1/5)-1) = 8.6% (rounded).
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In Rebuttal (p. 25, lines 3-24), Ms. Ahern again raises the issue of Staff electing to
calculate DPS, EPS and sustainable growth rates in its DCF cost of equity analysis
rather than adopting the growth rates published by Value Line. How does Staff
respond?

Staff responds by citing to the discussion noted above.

The historical price and dividend input data used by Ms. Ahern in the PRPM™ is
provided by the Center for Research in Secutities Prices (“CRSP®”). In Rebuttal (pp.
48, lines 2-4), Ms. Ahern justifies use of CRSP® data on grounds that it is “a well-
known and well respected data source widely used in peer-reviewed academic
financial research.” How does Staff respond?

Staff has every confidence that the historical market data made available by CRSP® is worthy
of the respect and high regard Ms. Ahern ascribes to it in rebuttal testimony. That said, the
question as to whether the CRSP® data used by Ms. Ahern in the PRPM™ is highly regarded
is not the relevant issue. As noted in Staff's direct testimony,’ the relevant concern relates to
whether historical market data has been excluded from Ms. Ahern’s PRPM™ time series for
the sample companies by virtue of the data not yet having been made available by CRSP®. As
was further noted in Staffs direct testimony,’ this appears to be the case for at least five of
her nine sample companies: York Water, American States Water, SJW Corporation, California

Water and Middlesex Water.

6 See Cassidy Direct, pp. 66-67, lines 19:7.
7 See Cassidy Direct, pp. 68-69, lines 1:10; and Exhibit JAC-D.
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In Rebuttal (p. 48, lines 4-7), Ms. Ahern states that CRSP® makes available historical
market data on approximately eighty publicly-traded utilities and, “to the best of [her]
knowledge, covered the trading history which CRSP® deemed appropriate.” How
does Staff respond?

As a cost of capital witness filing testimony in this proceeding, Ms. Ahern has elected to
utilize CRSP® histotical market data in her PRPM™ cost of equity analysis. Accordingly,
Staff believes that it is Ms. Ahern, and not CRSP®, who should determine whether the data

made available by CRSP® is deemed to be approptiate for that purpose.

The nine publicly traded utilities included in Ms. Ahern’s ptoxy group are listed either
on the New York Stock Exchange (“NYSE”) or the National Association of Securities
Dealers Automated Quotations (“NASDAQ?”).® For the publicly traded stocks listed
on these exchanges, when does the historical market data provided by CRSP® begin?

All CRSP® data seties for NYSE exchange listed securities begins on December 31, 1925,

while all data series for NASDAQ exchange listed securities begins on December 14, 1972

This would suggest that had Yotk Water been listed on the NASDAQ exchange as of
December 14, 1972, historical market trading data for the common shares of York
water would be available from CRSP® going back to that date, correct?

Yes, and had this been the case, there is every reason to believe that Ms. Ahern would have
incorporated that historical market data into her PRPM™ time series for York Water. As
noted in Staff’s direct testimony,' a review of the work papers supporting Ahern Exhibit

PMA-DT 2, Schedule 7 (Page 2) indicated that Ms. Ahern gave equal weight to all observed

8 The NYSE listed companies in Ms. Ahern’s sample include American States Water, American Water Works, Aqua
America, California Water and SJW Corporation; the NASDAQ listed companies in her sample include Artesian
Resources, Connecticut Water, Middlesex Water and York Water.

? http://www.crsp.com/products/research-products/crsp-us-stock-databases
10 S¢¢ Cassidy Direct, p. 60, lines 19-26.
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monthly variances in the time series, as the average variance for each sample company
represented the arithmetic mean of all monthly variances in the time series. Thus, Staff found
no evidence of Ms. Ahern having excluded from her PRPM™ time series any historical
monthly trading data made available by CRSP®. Instead, the historical market data excluded
from Ms. Ahern’s PRPM™ analysis is that which predates the data made available by CRSP®
for York Water, American States Water, SJW Corporation, California Water and Middlesex

Water.

Q. When was York Water listed on the NASDAQ exchange?
A. The common shares of York Water were listed on the NASDAQ exchange on january 16,

2001. Prior to that date, York’s common stock was traded over-the-counter.”

Q. And this explains why the PRPM™ time series for York Water in Ms. Ahern’s analysis
does not begin until February 2001, correct?

A. Yes.

" York Water Company, 2001 Form 10-K filed with the U.S. Securities and Exchange Commission
http:/ /www.sec.gov/Archives/edgar/data/108985/000010898502000007 /y12001 .txt
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When explaining the PRPM™ in direct testimony, Ms. Ahern noted that the PRPM™
was developed from the work of Mr. Robert F. Engle, a Nobel Prize winning
economist. Specifically, she states that “Engle discovered that the volatility in prices
and returns also clusters over time, making it highly predictable and available to
predict future levels of risk and risk premiums (emphasis added).”” In reviewing the
wotk papers supporting Ahern Exhibit PMA-DT 2 Schedule 7 (Page 2) relating to
Yotk Water, did Staff find evidence which appears to contradict the above statement?

Yes. Utilizing the monthly variance values from the PRPM™ time series for York Water
contained in the work papers supporting Ahern Exhibit PMA-DT 2 Schedule 7 (Page 2),
Staff has prepared an analysis to show what the average annual monthly variance figures
would be from one year to the next coveting a full 12-year period (plus eight months of an
additional thirteenth year) from, February 2001 — September 2013. As shown in Surrebuttal
Exhibit JAC-B, the highest average annual monthly variance for York Water (1.70 percent)
occurred in year 1 (the period February 2001-January 2002), with the second and third highest
average annual monthly variance figures coming in years two (0.63 percent) and three (0.46
percent). Since that time, the annual average variance figures in Ms. Ahern’s PRPM™
analysis have gone down fairly consistently from year to year, reaching a low of 0.25 percent
in year 12 (the period February 2012-January 2013). As can further be seen, over the first
three years, Ms. Ahern’s average annual variance for York was 0.93 percent, while the average
annual variance for years 4-13 was much lower, 0.32 percent. Nevertheless, due to the annual
variance figures for York being much higher in years 1-3, the overall average variance used in
Ms. Ahern’s PRPM™ analysis has been skewed upward to 0.46 percent. Thus, rather than
being predictive of “future levels of risk and risk premiums,” the eatly (i.e., years 1-3,

February 2001 — January 2004) predicted variances obtained in Ms. Ahern’s PRPM™ analysis

12 See Ahern Direct, pp. 27-28, lines 18:1.
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for Yotk appear to exceed those obtained over the most recent 9-year plus period (i.e., yeats

4-13, February 2004 — September 2013) by a factor of 2.9 (0.93 percent/0.32 percent = 2.9).

Q. Did Staff petform an analysis to determine if York’s 1.70 percent annual average
monthly variance in the first 12-months (i.e., February 2001-January 2002) of PRPM™
time series data was representative of that of the other eight utilities in Ms. Ahern’s
proxy group of sample companies?

A. Yes. Staff prepared such an analysis, and determined that the monthly variances reported for
York in the first 12-months were clearly not representative of those of the other sample
companies in the comparable first 12-month period. As shown in Surrebuttal Exhibit JAC-C,
the average annual monthly variance for all nine sample companies in the first 12—fnonths of
PRPM™ time series data was 0.41 percent. However, when excluding York Water from the
computation, the average annual monthly variance for the other eight sample companies was
shown to be 0.25 percent. What this suggests is that York’s 1.70 percent initial 12-month
average PRPM™ monthly variance exceeds that of the other eight sample companies by a

factor of 6.8 (1.70 percent/0.25 percent = 6.8).

Q. Does Staff have reason to believe that this 1.70 percent average annual monthly
variance is an aberration which serves to significantly overstate Ms. Ahern’s PRPM™
derived cost of equity estimate for York Water?

A. Yes. As shown in Surrebuttal Exhibit JAC-C, among the monthly variances reported in
York’s initial 12-month PRPM™ time series (i.e., February 2001-January 2002), the variances
in the first four months all exceeded 2.0 percent (the 2.73 percent monthly variance for
February 2001 being the highest), followed by six consecutive months with variances in
excess of 1.0 percent, with the final two months having variances above 0.90 percent.

Furthermore, in reviewing the work papers supporting Ahern Exhibit PMA-DT 2 Schedule 7
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(Page 2), Staff determined that no other sample company had even one monthly variance in
excess of 2.0 percent, with the single highest reported monthly variance among Ms. Ahern’s
other eight sample companies being a 1.40 percent monthly variance for Aqua America. As
can be seen in Surrebuttal Exhibit JAC-C, however, the monthly variances in each of the first
seven months of York’s initial 12-month PRPM™ time series all exceed this 1.40 percent

level.

Q. In light of the above, does Staff believe this to be an additional reason why historical
market trading data for York Water should not be excluded from Ms. Ahern’s
PRPM™ time series?

A. Yes.

Q. In Rebuttal (p. 48, lines 11-16), Ms. Ahern acknowledges that Yahoo! Finance makes
available a historical time series of market return data for York Water dating back to
May, 1999. Howevet, she appears to dismiss the significance of this market data on
grounds that York’s shares are thinly traded. Specifically, Ms. Ahetn states that upon
close review of that return data, it showed that “York Water was not traded every day,
and sometimes not traded for several days in a row. It is my understanding that the
CRSP® return data only contained data on continuously publicly traded stocks
(emphasis added).” How does Staff respond?

A. Staff conducted a review of the 21-month period of market return data (i.e., May 3, 1999-
January 31, 2001) available on the Yahoo! Finance website predating that used in Ms. Ahern’s
PRPM™ time series for York. Staff determined average daily trading volume in York
common shares over this 21-month period to be 4,183 shares, and that there were both
individual days and consecutive days in which there was no trading volume in York common

shares. Staff then conducted a review of the market return data for York Water on this same
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1 Yahoo! Finance website coveting the initial 12-month period included in Ms. Ahern’s
2 PRPM™ time series for York Water (i.e., February 1, 2001-January 31, 2002). In doing so,
3 Staff determined average daily trading volume in York common stock over this 12-month
4 petiod to be 6,509 shares, and that there were both individual days and consecutive days in
5 which thete was no trading volume in York common shares. Thus, Ms. Ahern’s stated
6 understanding that CRSP® return data is provided only for “continuously publicly traded
7 stocks” appears to be inaccurate.
8
91 Q. In closing on this point, in Rebuttal (page 48, lines 16-24) Ms. Ahern states that
10 “[s]ince the PRPM™ is a predicted variance model, equities that are not frequently
11 traded produce distorted volatility because of the infrequency of trading. This
12 distorted actual volatility would translate into distorted predicted volatility, which
13 would produce inaccurate predicted equity tisk premiums. Thus, the lack of the
14 entire trading histories of the stocks when they are infrequently traded would not
15 adversely affect the results of the PRPM™.” How does Staff respond?
16ff A First, as evidenced by the above, Ms. Ahern cleatly acknowledges/implies that she has
17 excluded a portion of the historical market trading data from her PRPM™ analysis. Second,
18 the above statement gives rise to the question as to whether the PRPM™ can rightly be
19 considered a “market-based” model. This issue is particulatly significant in view of the fact
20 that in direct testimony,” Ms. Ahern identified “the historical [monthly] returns on the
21 common shatres of each company in the proxy group” as a necessary input to obtain a
22 PRPM™ derived equity tisk premium. Third, the above statement suggests that the potential
23 exists for the PRPM™ to obtain distorted and/or inaccurate predicted equity risk premiums.
24 For the reasons noted above, Staff believes this to be an additional reason why cost of equity
25 estimates derived from the PRPM™ should be given no weight in this proceeding.
13 See Ahern Direct, p. 28, lines 11-12.
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Q. In Rebuttal, Ms. Ahern proposes a 24 basis point upward credit risk adjustment to the
cost of equity. How does Staff respond?

A. Ms. Ahern’s proposed credit risk adjustment has no merit, as a 1994 study by S. Brooks

Marshall which investigated the relationship between equity risk and bond risk concluded that

bond ratings fail to explain a large portion of total equity risk (defined as equity tisk premiums

and beta). Specifically, the author concluded:

“These data show that using a bond rating as the sole measure for selecting a
set of comparable companies for a cost-of-equity determination will not
necessarily produce a group of companies that have similar equity risk. Most
of this risk is explained by characteristics other than bond ratings.”™*

Accordingly, the proposed 24 basis point credit risk adjustment should be denied.

Q Is Staff aware of an additional consideration as to why it would be inappropriate to
provide an upward credit risk adjustment to the cost of equity for the Company?

A. Yes. In conducting research on EWAZ and its ultimate parent, EPCOR Utilities, Inc., Staff
located a news release issued by the Reuters news service relating to a Standard & Poot’s
credit downgrade of EPCOR Power L.P. which took place on May 7, 2007." In that news
release, it was reported that a positive outlook or rating uplift for EPCOR Power L.P. by S&P
was “unlikely, given the non-amortizing nature of the company’s long-term debt.” As noted
in Staff’s direct testirnony,16 EWAZ has total long-term debt of $231,761,134, and of this total
99.67 percent ($231,000,000) is non-amortizing debt. Thus, it appeats that credit rating
agencies take into consideration the nature of the long-term debt used to fund a utility’s

assets, with the presence of non-amortizing debt in the capital structure being viewed

4 Marshall, S. Brooks. “Bond Ratings: A Poor Predictor of Equity Risk,” Public Utilities Forinightyy, Oct. 15, 1994, pp. 27-
28.

15 http:/ /uk.reuters.com /article /2007 /05 /07 /idUKWNA 262020070507

16 See Cassidy Direct, p. 39, footnote 31.
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unfavorably, rather than favorably. For this reason, Staff believes the provision of an upward
credit risk adjustment to the Company’s cost of equity is unwarranted due to the significant

presence of non-amortizing debt in the EWAZ capital structure.

Q. But don’t many of the publicly traded utilities in Staffs proxy group of companies
utilize non-amortizing debt to fund their assets?

A. Yes, they do. However, by virtue of being publicly traded entities these utilities have access
to the equity capital markets, wheteas EWAZ and its ultimate parent, EPCOR Utilities, Inc.,
do not. In tresponse to data requests issued by Staff, the Company provided credit rating
teports issued by both S&P and the Dominioﬁ Bond Rating Setvice (“DBRS”), the two credit
rating agencies who issue credit ratings for EPCOR Utilities, Inc. In reviewing the credit
repotts issued by DBRS, that rating agency has consistently identified the lack of access to the
equity matrkets as being a credit weakness for the company. EPCOR Utilities, Inc. is a closely
held entity, with its entite three shares of outstanding common stock being owned by the City
of Edmonton. Thus, unlike the publicly traded utilities in Staff’s sample group of companies
who do have access to the equity capital markets and an additional source of capital to service
its obligations on maturing long-tetm non-amortizing debt, EWAZ and its ultimate parent do

not.

Q. In Rebuttal, Ms. Ahern continues to advocate for a 30 basis point upward business
risk adjustment to the cost of equity. How does Staff respond?
A. For the reasons noted in Staff’s direct test:imony,17 it is Staffs position that there is no

justification for such an adjustment.

17 See Cassidy Direct, pp. 82-84, 16:12.
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III. CONCLUSION

Q. Please summarize Staffs recommendations.

A. For the four EWAZ districts (Mohave Water, Mohave Wastewater, Paradise Valley Water and
Sun City Water) Staff recommends that the Commission adopt a consolidated 6.4 percent
overall rate of return (“ROR”) for the Company based on a capital structure composed of
59.76 percent debt and 40.24 percent equity, Staff’s 8.9 percent average DCF cost of equity
estimate, and Staff’s 60 basis point (0.60 percent) upward economic assessment adjustment.
For the Company’s Tubac Water district, Staff recommends that the Commission adopt a 6.2
petcent overall rate of return (“ROR”) for the Company based on a capital structure
composed of 58.53 percent debt and 41.47 percent equity, Staff’s 8.9 percent average DCF
cost of equity estimate, and Staff’s 60 basis point (0.60 percent) upward economic assessment

adjustment.

Q. Does this conclude your surtebuttal testimony?

A. Yes, it does.
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EPCOR Water Arizona, Inc. Cost of Capital Calculation

Capital Structure

And Weighted Average Cost of Capital
Staff Recommended and Company Proposed

(Al B] i) o}
Weighted
Description Weight (%) Cost Cost
Staff Recommended Structures
Four Districts - Consolidated
Debt 59.76% 4.3% 2.6%
Common Equity 40.24% 9.5% 3.8%
Weighted Average Cost of Capital 6.4%
Tubac Water - Stand Alone Basis
Debt 58.53% 4.0% 2.3%
Common Equity 41.47% 9.5% 3.9%
Weighted Average Cost of Capital 6.2%
Company Proposed Structure
Debt 59.76% 4.29% 2.56%
Common Equity 40.24% 10.55% 4.24%
Weighted Average Cost of Capital 6.81%
Mohave Wastewater
Debt 59.76% 4.29% 2.56%
Common Equity 40.24% 10.55% 4.25%
Weighted Average Cost of Capital 6.81%
Mohave Water
Debt 59.76% 4.29% 2.56%
Common Equity 40.24% 10.55% 4.25%
Weighted Average Cost of Capital 6.81%
Paradise Valley Water
Debt 59.76% 4.29% 2.56%
Common Equity 40.24% 10.55% 4.25%
Weighted Average Cost of Capital 6.81%
Sun City Water
Debt 59.76% 4.29% 2.56%
Common Equity 40.24% 10.55% 4.25%
Weighted Average Cost of Capital 6.81%
Tubac Water
Debt 59.84% 4.29% 2.57%
Common Equity 40.16% 10.55% 4.24%
Weighted Average Cost of Capital 6.80%

[D]: [Blx[C]
Supporting Schedules: JAC-3 and JAC-4.

Surrebuttal Schedule JAC-1
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Docket No. WS-01303A-14-0010

EPCOR Water Arizona, Inc. Cost of Capital Calculation

Average Capital Structure of Sample Water Utilities

Surrebuttal Schedule JAC-4

[A] [B] [C] 18]}
Common

Company Debt Equity Total
American States Water 40.8% 59.2% 100.0%
California Water 47.2% 52.8% 100.0%
Aqua Ametica 52.0% 48.0% 100.0%
Connecticut Water 48.4% 51.6% 100.0%
Middlesex Water 45.9% 54.1% 100.0%
SJW Corp 54.7% 45.3% 100.0%
York Water 44.2% 55.8% 100.0%
Average Sample Water Utilities 47.6% 52.4% 100.0%
EWAZ - Four Districts (Consolidated) 59.76% 40.24% 100.0%
EWAZ - Tubac Water (Stand Alone) 59.84% 40.16% 100.0%

Source:
Sample Water Companies from Value Line




Docket No. WS-01303A-14-0010

EPCOR Water Arizona, Inc. Cost of Capital Calculation

Growth in Earnings and Dividends

Surrebuttal Schedule JAC-5

Sample Water Utilities
A [B] [C] 1D} [E]
Dividends Dividends Earnings Earnings
Per Share Per Share Per Share Per Share
2003 to 2013 Projected 2003 to 2013 Projected
Company DpPs'! Dps! EPs' EPS’
American States Water 5.6% 8.6% 15.2% 4.4%
California Water 1.3% 8.2% 4.9% 8.9%
Aqua America 7.6% 9.0% 9.7% 6.0%
Connecticut Water 1.7% 4.1% 3.7% 5.3%
Middlesex Water 1.5% 2.0% 5.4% 3.9%
SJW Corp 4.10/0 6.50/0 2.10/0 8.70/0
York Water 4.1% 6.3% 4.8% 8.0%
Average Sample Water Utilities 3.7% 6.4% 6.5% 6.5%

1 Value Line




Docket No. WS-01303A-14-0010

EPCOR Water Arizona, Inc. Cost of Capital Calculation
Sustainable Growth
Sample Water Utilities

Surrebuttal Schedule JAC-6

[A] iB] @ 18] [E] 7]
Retention Retention Stock Sustainable Sustainable
Growth Growth Financing Growth Growth
2003 to 2013 Projected Growth 2003 to 2013 Projected
Company br br Vs br+ vs br + vs
American States Water 4.1% 5.4% 1.8% 6.0% 7.3%
California Water 2.6% 3.5% 3.0% 5.7% 6.6%
Aqua America 4.2% 6.0% 1.8% 6.0% 7.8%
Connecticut Water 2.1% 4.5% 3.1% 5.2% 7.6%
Middlesex Water 1.3% 3.2% 3.1% 4.4% 6.3%
SJW Corp 3.2% 3.3% 1.0% 4.3% 4.4%
York Water 2.2% 4.1% 4.8% 6.9% 8.8%
Average Sample Water Utilities 2.8% 4.3% 2.7% 5.5% 7.0%

[B]: Value Line
[C]: Value Line

[D]: Value Line, MSN Money, and Form 10-Ks filed with the Securities and Exchange Commission (http:/ /www.sec.gov/)

[E]: [B]+[D]
[F]: [C]+[D]



http://www.sec.gov

Docket No. WS-01303A-14-0010

EPCOR Water Arizona, Inc. Cost of Capital Calculation

Selected Financial Data of Sample Water Utilities

Surrebuttal Schedule JAC-7

[A] (B] (€] 18 (E] [F] {G]
Valne Line Raw

Spot Price Mkt To Beta Beta

Compan Symbol 2/11/2015 Book Value Book b braw
American States Water AWR 39.06 13.01 3.0 0.70 0.52
California Water CWT 24.12 12.48 1.9 0.70 0.52
Aqua Ametica WTR 26.19 8.75 3.0 0.70 0.52
Connecticut Water CTWsS 36.11 19.55 1.8 0.65 0.45
Middlesex Water MSEX 22.20 12.23 1.8 0.70 0.52
SJW Corp N 32.93 15.81 21 0.85 0.75
York Water YORW 22.80 8.44 2.7 0.65 0.45
Average 2.3 0.71 0.53

[C]: Msn Money

[D]: Value Line

[E]: [C] / [D]

[F]: Value Line

[G]: (-0.35 + [F]) / 0.67




Docket No. WS-01303A-14-0010

EPCOR Water Arizona, Inc. Cost of Capital Calculation
Calculation of Expected Infinite Annual Growth in Dividends

Sample Water Utilities

Surrebuttal Schedule JAC-8

[A] (B]
Description g
DPS Growth - Historical' 3.7%
DPS Growth - Projected’ 6.4%
EPS Growth - Historical' 6.5%
EPS Growth - Projected' 6.5%
Sustainable Growth - Historical® 5.5%
Sustainable Growth - Pj:ojected2 7.0%
5.9%

Average

1 Schedule JAC-5
2 Schedule JAC-6




Docket No. WS-01303A-14-0010

EPCOR Water Arizona, Inc. Cost of Capital Calculation
Multt-Stage DCF Estimates
Sample Water Udlities

Surrebuttal Schedule JAC-9

[A) (B] [c] (D] [E] T 1G] Hj
Current Mkt. Projected Dividends’ (Stage 1 growth) Stage 2 growth3 Equity Cost
Company . Price (P,)' (D.) @) Estimate K)*
2/11/2015 d; d, d, d,
American States Water 39.1 0.86 0.91 0.96 1.02 6.5% 8.6%
California Water 24.1 0.69 0.73 0.77 0.82 6.5% 9.3%
Aqua America 26.2 0.65 0.69 0.73 0.78 6.5% 8.9%
Connecticat Water 36.1 1.04 1.10 1.17 1.24 6.5% 9.3%
Middlesex Water 222 0.80 0.84 0.89 0.95 6.5% 10.0%
SJW Corp 329 0.79 0.84 0.89 0.94 6.5% 8.8%
York Water 22.8 0.60 0.64 0.68 0.72 6.5% 9.1%
" A 1%
p o 2 D, N D.(+g) ] Average 9.1%
’ = (+KY K-g, a+K)

Where : 7, = current stock price

= costof equity

= dividends expected during stage 1

K
n = yearsof non - constant growth
D

n

= dividend expected in year n

g, = constant rate of growth expected after year n

1 [B] see Schedule JAC-7
2 Derived from Value Line Information
3 Average annual growth in GDP 1929 - 2012 in current dollars.

4 Internal Rate of Return of Projected Dividends




Docket No. WS-01303A-14-0010 Surrebuttal Exhibit JAC-A
Consumer Price Index History, 1913 - 2014
Annual Historical Rates of Inflation as measured by the Consumer Price Index (CPI)
{1982-84=100, unless otherwise noted)

Annoal Annual Rate Average Annual Annual Rate Average
Change to of Jnflation Inflation Change to of Inflation Inflation
Py as measured in 5-Year Pl as measured in 5-Year
Year Index by CP1 Increments ~ Year Index by CPI Increments
1913 99 % - %
1914 100 1.00 7
1915 10.1 200 Y 1965 315 % 1.90 %
1916 109 13.00 1966 324 3.50
1917 128 18.00 1967 334 3.00
1918 151 20.00 1968 34.8 476
1919 173 15.00 1969 36.7 6.20
13.60 % 3.86 %
1920 200 3.00 1970 388 5.60
1921 17.7 1.10 1971 40.5 330
1922 16.8 -2.30 1972 418 3.40
1923 17.1 2.40 1973 44.4 8.70
1924 17.1 0.00 1974 493 12.30
0.84 % 6.66 %
1925 175 3.50 1975 538 6.90
1926 17.7 -1.10 1976 56.9 4.90
1927 174 -2.30 1977 60.6 6.70
1928 17.1 -1.20 1978 65.2 9.00
1929 17.1 0.60 1979 726 13.30
-0.10 % 8.16 %
1930 V 167 -6.40 : 1980 824 12.50
1931 15.2 -9.30 1981 90.9 8.90
1932 137 -10.30 1982 96.5 3.80
1933 13.0 0.80 1983 99.6 3.80
1934 134 1.50 1984 103.9 3.90
-4.74 % 6.58 %
1935 13.7 3.00 1985 107.6 3.80
1936 139 1.40 1986 109.6 110
1937 14.4 2.90 1987 113.6 4.40
1938 141 -2.80 1988 1183 4.40
1939 13.9 0.00 1989 1240 4.60
0.90 % 3.66 %
1940 14.0 0.70 1990 1307 6.10
1941 14.7 9.90 1991 136.2 3.10
1942 16.3 9.00 1992 140.3 290
1943 173 3.00 1993 144.5 270
1944 176 2.30 1994 148.2 2.70
4.98 % 3.50 %
1945 18.0 2.20 1995 152.4 2.50
1946 195 1810 1996 156.9 330
1947 223 8.80 1997 160.5 170
1948 241 3.00 1998 163.0 1.60
1949 238 -2.10 1999 166.6 270
6.00 % 236 %
1950 241 5.90 2000 1722 3.40
1951 260 6.00 2001 1771 1.60
1952 265 0.80 2002 179.9 240
1953 26.7 0.70 2003 1840 1.90
1954 269 -0.70 2004 1889 3.30
254 % 252 %
1955 268 0.40 2005 195.3 3.40
1956 272 3.00 2006 2016 2.50
1957 281 290 2007 207.342 4.10
1958 289 1.80 2008 215.303 0.10
1959 29.1 170 2009 214.537 270
1.96 % 256 %
1960 29.6 1.40 2010 218.056 150
1961 299 0.70 2011 224.939 3.00
1962 302 1.30 2012 229.594 170
1963 306 1.60 2013 232,957 1.50
1964 31.0 % 1.00 % 2014 236.736 % 0.80 %
120 % 170 %
Average annual rate of inflation (CPT), 1914-1964 2.68 % Average annual rate of inflation (CPI), 1965-2014 4.16 %
Average rate of inflation, 1915-1964, in 5-year increments 272 % s Average rate of inflation, 1965 - 2014, in 5-year increments 4.16 %
5 Average annual rate of inflation in the United States (CPI), 1914 - 2014 3.41%

Source:  Table 24. Historical Consumer Price Index for All Urban Consumers (CPT-U): U. S. city average, U.S. Department of Labor, Bureau of Labor Statistics

hitp:/ Swrwrw bls.gov/cpi/epid1412.pdf
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EXECUTIVE SUMMARY
EPCOR WATER ARIZONA INC.
DOCKET NO. WS-01303A-14-0010

The surrebuttal testimony of Staff witness Briton A. Baxter addresses the rate design and bill
impact changes for the four water and one wastewater districts included in the current EPCOR
Water Atizona Inc. (“EPCOR” or “Company”) rate application. These changes are a result of
Staff’s updated recommendations as discussed in the surrebuttal testimony filed by Staff witnesses
Maty J. Rimback and Christine L. Payne. This surrebuttal testimony also responds to the rebuttal
testimony of Mr. Thomas J. Bourassa, witness for the Company.

Water Districts
Mobave Water District:

The Company’s proposed rates would inctease the typical 5/8-inch meter residential bill
with median usage of 5,000 gallons from $17.32 to $25.19, for an increase of $7.87 or 45.44 percent.
Staff’'s recommended rates would increase the typical 5/8-inch meter residential bill with a median
usage of 5,000 gallons from $17.32 to $20.97, for an increase of $3.65 or 21.05 percent.

Paradise Valley Water District:

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill
with median usage of 10,000 gallons from $36.65 to $39.76, for an increase of $3.11 or 8.50 percent.
Staff’s recommended rates would result in no change for the typical 5/8-inch meter residential with
a median usage of 10,000 gallons.

Sun City Water District:

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill
with median usage of 6,000 gallons from $15.72 to $19.17, for an increase of $3.45 or 21.98 percent.
Staff’s recommended rates would increase the typical 5/8-inch meter residential bill with a median
usage of 6,000 gallons from $15.72 to $17.15, for an increase of $1.43 or 9.52 percent.

Tubac Water District:

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill
with median usage of 5,000 gallons from $36.40 to $77.89, for an increase of $41.49 or 113.98
percent. Staff’s recommended rates would increase the typical 5/8-inch meter residential bill with a
median usage of 5,000 gallons from $36.40 to $52.55, for an increase of $16.15 or 44.35 percent.
Wastewater District

Mobave Wastewater District

The Company’s proposed rates would increase the monthly bill (per equivalent residential
unit) for a residential customer under the flat monthly fee rate by $25.05, or 44.30 percent, from




$56.55 to $81.60. Staff’s recommended rates would increase the monthly bill for a residential
customer under the flat monthly fee rate by $19.44, or 34.38 percent, from $56.55 to §75.99.

Staff recommends approval of its recommended rates and charges for all districts as shown
on the attached schedules.
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Surrebuttal Testimony of Briton Baxter
Docket No. WS-01303A-14-0010
Page 1

INTRODUCTION

Q. Please state your name, occupation, and business address.

A. My name is Briton A. Baxter. I am a Public Utilities Analyst IV employed by the Atizona
Corporation Commission (“ACC” or “Commission”) in the Utilities Division (“Staff”). My

business address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q. Briefly describe your responsibilities as a Public Utilities Analyst IV.

A. I am responsible for the examination and verification of financial and statistical information
included in utility rate cases and othet applications. In addition, I develop revenue
requirements, and prepare wtitten trepotts, testimonies, and schedules that include Staff
recommendations to the Commission. I am also responsible for testifying at formal hearings

on these matters.

Q. Please describe your educational background and professional expetience.

A. In 2003, 1 graduated from Northern Arizona University, receiving a Bachelor of Science
degree in Accountancy with a public accounting certificate. Prior to joining the Commission
in 2013, I spent 10 years with the Arizona Office of the Auditor General. I have experience
conducting petformance audits of school districts and preparing statewide reports on
classroom spending which required a large amount of data collection, validation and analysis.
Since joining the Commission in October of 2013, I have completed three water rate cases
and a prudency review for a regulated natural gas company to build a Liquid Natural Gas
facility. I have also attended various trainings on rate making topics, including the National
Association of Regulatory Utility Commissioners (“NARUC”) Utility Rate School in May of

2014.
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Q. What is the purpose of your sutrebuttal testimony in this proceeding?
A. The purpose of my surrebuttal testimony in this proceeding is to respond, on behalf of Staff,
to the rebuttal testimony of Mr. Thomas ]. Bourassa and to present Staff’s sutrrebuttal

position regarding rate design issues.

Q. Do you attempt to address every issue raised by the Company in its rebuttal
testimony?
A. No. My silence on any patticular issue raised in the Company’s rebuttal testimony does not

indicate that Staff agrees with the Company’s rebuttal position on that issue. I rely on the

direct testimony of Staff witness Ms. Phan Tsan unless modified by this surrebuttal

testimony.
Q. What is the scope of your testimony in this case?
A. I am presenting Staff’s recommended rate designs for EPCOR Water Arizona, Inc.

(“EPCOR” or “Company”) applications for permanent increases in its rates and charges in its
Mohave Water District, Paradise Valley Water District, Sun City Water District, Tubac Water
District and Mohave Wastewater District. Staff has updated the rate design to reflect the

revised recommended revenue requirement for each water and wastewater district.

Q. Why are you testifying on rate design in Staffs surrebuttal testimony when you did
not file any direct testimony?

A. I am testifying on surrebuttal rate design because Ms. Tsan will be out of the office for an
extended period of time and I served on the Staff team that performed a regulatory audit of

the Company’s application.
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Page 3

1} RATE DESIGN

2] Q. Did Staff change the rate design from its direct testimony?

3 A No, Staff left the fundamental rate design as in its direct testimony, adjusting for the change

4 in recommended revenues.

5

6| Q Did Staff include the rate design and typical bill analysis in surrebuttal schedules?

1 A. Yes.

8

o1 Q. The Company’s rebuttal testimony suggested that Staff’s rate design did not generate
10 the targeted revenue requirement. Does Staff’s rate design generate the appropriate
11 revenue requirement?
12 A Yes.
13

141 Q. What is the basis for the Company’s position that Staff’s rate design does not generate

15 the targeted revenue requirement?

16 A. In reviewing the Company’s position, Staff determined that the discrepancies as identified by
17 the Company were related to the treatment of the declining usage adjustment and the over
18 collection for the low income programs in Mohave Water and Sun City. Staff’s revenue
19 tequitement already factors in these adjustments in establishing the overall revenue
20 requirement. The Company’s position is that these adjustments should also be accounted for
21 within rate design. Staff’s position is that to address them in rate design after adjusting for
22 these two items in calculating the revenue requirement would represent recognition of these
23 items twice.

24
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BILL IMPACT

Q. What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer in
Mohave Water?

A. The Company’s proposed rates would increase the typical 5/8-inch meter residential bill with
median usage of 5,000 gallons from $17.32 to $25.19, for an increase of $7.87 or 45.44
percent. Staff’s recommended rates would increase the typical 5/8-inch meter residential bill
with a median usage of 5,000 gallons from $17.32 to $20.97, for an increase of $3.65 or 21.05
percent.

Q. What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer in
Paradise Valley Water?

A. The Company’s proposed rates would increase the typical 5/8-inch meter residential bill with
median usage of 10,000 gallons from $36.65 to $39.76, for an increase of $3.11 or 8.50
percent. Staff’s recommended rates would result in no change for the typical 5/8-inch meter
residential with a median usage of 10,000 gallons.

Q. What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer in Sun
City Water?

A. The Company’s proposed rates would increase the typical 5/8-inch meter residential bill with

median usage of 6,000 gallons from $15.72 to $19.17, for an increase of $3.45 or 21.98
percent. Staff’s recommended rates would increase the typical 5/8-inch meter residential bill
with a median usage of 6,000 gallons from $15.72 to $17.15, for an increase of $1.43 or 9.12

percent.
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Q. What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer in
Tubac Water?

A. The Company’s proposed rates would increase the typical 5/8-inch meter residential bill with
median usage of 5,000 gallons from $36.40 to $77.89, for an increase of $41.49 or 113.98
petcent. Staff’s tecommended rates would increase the typical 5/8-inch meter tesidential bill
with a median usage of 5,000 gallons from $36.40 to $52.55, for an increase of $16.15 or

44.35 percent.

Q. What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer in
Mohave Wastewater?

A. The Company’s proposed rates would increase the monthly bill (per equivalent residential
unit) for a residential customer under the flat monthly fee rate by $25.05, or 44.30 percent,
from $56.55 to $81.60. Staff’s recommended rates would increase the monthly bill for a
residential customer under the flat monthly fee rate by $19.44, or 34.38 percent, from $56.55
to $75.99.

Q. Does this conclude your direct testimony?

A. Yes, it does.




EPCOR WATER COMPANY
Docket No, WS-01303A-14-0010
Test Year Ended June 30, 2013

Surrebuttal Schedule BAB-1
Page 1 0of 2

Mohave Water District
RATE DESIGN
Present Company Staff
Monthly Usage Charge Rates Proposed Rates Recommended Rates
Meter Size (All Classes):
5/8 x 3/4" Meter $11.00 $15.35 $13.00
3/4" Meter 11.00 15.35 19.50
1" Meter 27.50 38.36 32.50
192" Meter 55.00 76.73 65.00
2" Meter 88.00 122.76 104.00
3" Meter 176.00 245.52 208.00
4" Meter 275.00 383.63 325.00
6" Meter 550.00 761.25 650.00
8" Meter 880.00 1,227.60 1,040.00
10" Meter 1,265.00 1,764.68 1,495.00
12" Meter 2,365.00 3,299.18 2,795.00
BHC Veterans 11.00 15.35 13.00
Fire 2" $5.00 $5.99 $6.03
Fire 4" 10.00 11.98 12.07
Fire 6" 15.00 17.96 18.10
Fire 8" 20.00 23.95 24.13
Fire 10" 25.00 29.94 30.16
Private Hydrant 1232 1475 14.86
Public Hydrant 1232 14.75 14.83
Public Sprinkler Head 0.73 0.87 0.88
Commodity Rates-Per 1,000 Gallons
5/8x3/4" & 3/4" Meter (Residential)
First 3,000 Gallons $0.8800 $1.5300 $1.1220
From 3,001 to 10,000 Gallons 1.8400 2.4800 2.3000
Over 10,000 Gallons 3.0000 3.2050 3.7600
5/8x3/4" & 3/4" Meter  (Apartment, Commercial & Industrial)
First10,000 Gallons $1.8400 $2.4800 $2.3000
Over 10,000 Gallons 3.0000 3.2050 $3.7600
1" Meter (Res., Apt., Comm., & Ind.)
First 15,000 Gallons $1.8400 $2.4800 $2.3000
Over 15,000 Gallons 3.0000 3.2050 $3.7600
132" Meter (Res., Apt., Comm., & Ind.)
First 30,000 Gallons $1.8400 $2.4800 $2.3000
Over 30,000 Gallons 3.0000 3.2050 $3.7600
2" Meter (Res., Apt., Comm., & Ind.)
First 50,000 Gallons $1.8400 $2.48 $2.3000
Over 50,000 Gallons 3.0000 3.2050 $3.7600
3" Meter (Res., Apt., Comm., & Ind.)
First 100,000 Gallons $1.8400 $2.4800 $2.3000
Over 100,000 Gallons 3.0000 3.2050 3.7600
4" Meter (Res., Apt., Comm., & Ind.)
First 150,000 Gallons $1.8400 $2.4800 $2.3000
Over 150,000 Gallons 3.0000 3.2050 3.7600
6" Meter (Res., Apt., Comm., & Ind))
First 300,000 Gallons $1.8400 $2.4800 $2.3000
Over 300,000 Gallons 3.0000 3.2050 3.7600
8" Meter (Res., Apt., Comm., & Ind.)
First 500,000 Gatlons $1.8400 $2.4800 $2.3000
Over 500,000 Gallons 3.0000 3.2050 3.7600
10" Meter (Res., Apt., Comm., & Ind.)
First 750,000 Gallons $1.8400 $2.4800 $2.3000
Over 750,000 Gallons 3.0000 3.2050 3.7600
12" Meter (Res., Apt., Comm., & Ind))
First 1,400,000 Gallons $1.8400 $2.4800 $2.3000
Over 1,400,000 Gallons 3.0000 3.2050 3.7600




EPCOR WATER COMPANY

Surrebuttal Schedule BAB-1

After Hours Service Charge (b)

(2) Per Commission Rules (R14-2-403.B)

N/A

N/A

(b) After Hours Service : After regular working hours, on Saturdays, Sundays or holidays if at the customer's request or for the customer's convenience.

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).

Service and Meter Installation Charges

Company Proposed Staff's recommendation

Meter Size Total Present Chatge [Service Line|  Meter Service Line|  Meter Total

Charge Charge | Total Charge | Charge Charge Charge
5/8 x 3/4-inch $500 $370 $130 $500 $370 $130 $500
3/4-inch 575 370 205 575 370 205 575
t-inch 660 420 240 660 420 240 660
1-1/2-inch 900 450 450 900 450 450 900
2-inch Turbine 1,525 580 945 1,525 580 945 1,525
2-inch Compound 2,220 580 1,640 2,220 580 1,640 2,220
3-inch Turbine 2,165 745 1,420 2,165 745 1420 2,165
3-inch Compound 2,660 465 2,195 2,660 465 2,195 2,660
4-inch Turbine 3,360 1,090 2,270 3,360 1,090 2,270 3,360
4-inch compound 4,265 1,120 3,145 4,265 1,120 3,145 4,265
6-inch Turbine 6,035 1,610 4,425 6,035 1,610 4,425 6,035
G-inch Compound 7,750 1,630 6,120 7,750 1,630 6,120 7,750
8-inch or Larger At Cost At Cost At Cost At Cost At Cost At Cost At Cost

Docket No. WS-01303A-14-0010 Page 2 of 2
Test Year Ended June 30, 2013
Mohave Water District
RATE DESIGN (Cont.)
BHC Veterans Memorial
First 10,000 Gallons $1.8400 $2.4800 $2.3000
Over 10,000 Gallons 3.0000 3.2050 3.7600
OPA/Fire (Al Meters)
All Gallons $1.8400 $2.5000 $2.3000
Private Fire Hydrant/ Public Fire Hydrant/ Public Sprinkler Head
Al Gallons $1.8400 $2.5000 $2.3000
Service Charges
Establish or Reestablist of Service $35.00
Not included with establishment of sewer utility services $20.00 Remove from Tariff Remove from Taniff
Included as part of establishment of sewer utility services 25.00 Remove from Tariff Remove from Tanff
Regular Hours N/A $35.00 Remove from Tariff
After Hours N/A 65.00 Remove from Taniff
Reconnection of Service(Deliquent): 35.00
Regular hours 35.00 35.00 Remove from Tariff
After Hours 35.00 65.00 Remove from Tanff
Meter Test (If Correct) 35.00 35.00 35.00
Meter Re-Read (If Correct) 25.00 25.00 25.00
Deposit Requirement (Residential) (a) @ (a)
Deposit Requirement (None Residential Meter) (@) (a) (a)
Deposit Interest (a) (a) @
NSF Check 25.00 25.00 25.00
Deferred Payment, Per Month 1,5% per month 1.5% per month 1.5% per month
Late Charge per month 1.5% per month 1.5% per month 1.5% per month

30.00




EPCOR Water Company

Docket No.WS-01303A-14-0010
Test Year Ended June 30, 2014

Surrebuttal Schedule BAB-2

Mohave Water District
Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter
Present Proposed Dollar Percent
Company Proposed Gallons Rates Rates Increase Increase
Average Usage 6,800 $20.63 $29.69 $9.06 43.90%
Median Usage 5,000 $17.32 $25.19 $7.87 45.44%
Staff Recommended
Average Usage 6,800 $20.63 $25.11 $4.47 21.68%
Median Usage 5,000 $17.32 $20.97 $3.65 21.05%
Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter
Company Staff
Gallons Present Proposed Recommended
Minimum Charge  $11.00 Minimum Charge $15.54 Minimum Charge $13.00
1st Tier Rate  0.8800 1st Tier Rate 1.5500 1st Tier Rate 1.1220
1st Tier Breakover 3,000 1st Tier Breakover 3,000 1st Tier Breakover 3,000
2nd Tier Rate  1.8400 2nd Tier Rate 2.5000 2nd Tier Rate 2.3000
2nd Tier Breakover 10,000 | 2nd Tier Breakover 10,000 | 2nd Tier Breakover 10,000
3rd Tier Rate  3.0000 3rd Tier Rate 3.2250 3rd Tier Rate 3.7600
Consumption Rates Rates  Increase Rates Increase
- $11.00 $15.54 41.27% $13.00 18.18%
1,000 11.88 17.09 43.86% 14.12 18.87%
2,600 12.76 18.64 46.08% 15.24 19.47%
3,000 13.64 20.19 48.02% 16.37 19.99%
4,000 15.48 22.69 46.58% 18.67 20.58%
5,000 17.32 25.19 45.44% 20.97 21.05%
6,000 19.16 27.69 44.52% 23.27 21.43%
7,000 21.00 30.19 43.76% 25.57 21.74%
8,000 22.84 32.69 43.13% 27.87 22.01%
9,000 24.68 35.19 42.59% 30.17 22.23%
10,000 26.52 37.69 42.12% 32.47 22.42%
11,000 29.52 40.92 38.60% 36.23 22.72%
12,000 32.52 44.14 35.73% 39.99 22.96%
13,000 35.52 47.37 33.35% 43.75 23.16%
14,000 38.52 50.59 31.33% 47.51 23.33%
15,000 41.52 53.82 29.61% 51.27 23.47%
16,000 44.52 57.04 28.12% 55.03 23.60%
17,000 47.52 60.27 26.82% 58.79 23.71%
18,000 50.52 63.49 25.67% 62.55 23.80%
19,000 53.52 66.72 24.65% 66.31 23.89%
20,000 56.52 69.94 23.74% 70.07 23.97%
25,000 71.52 86.07 20.34% 88.87 24.25%
30,000 86.52 102.19 18.11% 107.67 24.44%
35,000 101.52 118.32 16.54% 126.47 24.57%
40,000 116.52 134.44 15.38% 145.27 24.67%
45,000 131.52 150.57 14.48% 164.07 24.75%
50,000 146.52 166.69 13.77% 182.87 24.81%
75,000 221.52 247.32 11.64% 276.87 24.98%
100,000 296.52 327.94 10.60% 370.87 25.07%




EPCOR Water Arizona, Inc.
Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013.
Paradise Valley Water District

Company Staff
Monthly Usage Charge Present Proposed Rates Recommended Rates
Meter Size (All Clas
5/8 x 3/4" Meter $25.15 $26.58 $25.15
3/4" Meter 26.16 27.65 2616
1" Meter 50.30 53.17 50.30
14" Meter 90.54 95.70 90.54
2" Meter 140.84 148.87 140.84
3" Meter 276.65 29242 276.65
4" Meter 462.76 489.14 462.76
6" Meter 930.00 983.01 930.00
8" Meter 2,245.00 237297 2,245.00
10" Meter 3,228.00 3,412.00 3,228.00
12" Meter 6,034.00 6,377.94 6,034.00
Commodity Charge
2" and smaller Residential
Figst 5,000 gallons $1.0500 $1.1116 $1.0500
From 5,001 to 15,000 galions 1.2500 1.3234 1.2500
From 15,001 to 40,000 gallons 2.2000 2.3282 2.2000
From 40,001 to 80,000 gallons 2.7500 29115 27700
Over 80,000 gallons 3.2259 34153 3.3010
2" and smaller Commercial
First 400,000 gallons 1.9500 2.0645 1.9580
Over 400,000 gallons 2.3000 2.4350 2.3300
3" and larger Residential and Commercial
First 400,000 gallons 1.9500 2.0645 1.9580
Over 400,000 gallons 2.3000 24350 2.3300
Turf All Gallons 1.6800 1.9152 1.6800
Other Public Authority All Galions 1.9500 2.0645 1.9580
PV Country Club All Gallons 1.5600 17784 1.5600
Service Charges
Establisk or Reestablist of Service $35.00
Regular Hours $20.00 $35.00 Remove from Tanff
After Hours 40.00 65.00 Remove from Tariff
Reconnection of Service (Deliquent) 35.00
Regular Hours 30.00 35.00 Remove from Tanff
After Hours 60.00 65.00 Remove from Tariff
Insufficient Funds (NSF) Check Charge 12.00 25.00 25.00
Meter Reread ( if Correct) 10.00 25.00 25.00
Meter Test (If Correct) 15.00 35.00 35.00
Deposit Requirement (Residential) (a) @) (a)
Deposit Requirement (None Residential Meter) (a) (@) (a)
Deposit Interest (a) (a) (a)
Deferred Payment, Per Month N/A 1.5% per month 1.5% per month
Late Charge per month 1.5% per month 1.5% per month 1.5% per month

After Hours Service Charge (b)

(a) Per Commission Rules (R14-2-403.B)

30.00

After Hours Sexvice : After regular working hours, on Saturdays, Sundays or holidays if at the customer's request or for the customer's convenience.
g Y Ly Y q

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).

Service and Meter Installation Charges

Company Proposed Staff's recommendation

Meter Size Total Present Charge| Service Line | Meter | Total Service Line Meter { Total

Charge Charge | Charge Charge Charge | Charge
5/8 x 3/4-inch $600 $445 $155 $600 $445 $155 $600
3/4-inch 700 445 255 700 445 255 700
1-inch 810 495 315 810 495 315 810
1-1/2-inch 1,075 550 525 1,075 550 525 1,075
24nch 1,875 830 1,045 | 1,875 830 1,045 | 1,875
3-inch At Cost At Cost At Cost{ At Cost At Cost At Cost | At Cost
4-inch At Cost At Cost At Cost| At Cost At Cost At Cost | At Cost
G-inch Turbine At Cost At Cost At Cost | At Cost At Cost At Cost | At Cost
Over 6-inch At Cost At Cost At Cost | At Cost At Cost At Cost | At Cost

Surrebuttal Schedule BAB-1
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Paradise Valley Water District

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Present Proposed Dollar Percent
Company Proposed Gallons Rates Rates Increase Increase
Average Usage 19,271 $52.30 $56.76 $4.47 8.54%
Median Usage 10,000 $36.65 $39.76 $3.11 8.50%
Staff Recommended
Average Usage 19,271 $52.30 $52.30 $0.00 0.00%
Median Usage 10,000 $36.65 $36.65 $0.00 0.00%
Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter
Company Staff
Gallons Present Proposed % Recommended %
Minimum Charge  $25.15 Minimum Charge $27.27 Minimum Charge $25.15
1st Tier Rate  $1.0500 1st Tier Rate  $1.1408 ist Tier Rate  $1.0500
15t Tier Breakover 5,000 1st Tier Breakover 5,000 1st Tier Breakover 5,000
2nd Tier Rate  $1.2500 2nd Tier Rate  $1.3581 2nd Tier Rate  $1.2500
2nd Tier Breakover © 15,000 2nd Tier Breakover 15,000 2nd Tier Breakover 15,000
3rd Tier Rate  $2.2000 3rd Tier Rate - $2.3903 3rd Tier Rate  $2.2000
3rdTier Breakover 40,000 3rdTier Breakover 40,000 3rdTier Breakover 40,000
4thTier Rate  $2.7500 4thTier Rate  $2.9879 4thTier Rate  $2.7700
4th Tier Breakover 80,000 4th Tier Breakover 80,000 4th Tier Breakover 80,000
5thTier Rate  $3.2300 5thTier Rate = $3.5049 5thTier Rate  $3.3010
Consumption Rates Rates Increase Rates Increase
- $25.15 $27.27 8.43% $25.15 0.00%
1,000 26.20 28.41 8.44% 26.20 0.00%
2,000 27.25 29.55 8.45% 2725 0.00%
3,000 28.30 30.69 8.45% 28.30 0.00%
4,000 29.35 31.83 8.46% 29.35 0.00%
5,000 30.40 3297 8.47% 30.40 0.00%
6,000 31.65 34.33 8.47% 31.65 0.00%
7,000 32.90 35.69 8.48% 32.90 0.00%
8,000 3415 37.05 8.49% 34.15 0.00%
9,000 35.40 38.41 8.49% 35.40 0.00%
10,000 36.65 39.76 8.50% 36.65 0.00%
11,000 37.90 41.12 8.50% 37.90 0.00%
12,000 39.15 42.48 8.51% 39.15 0.00%
13,000 40.40 43.84 8.51% 40.40 0.00%
14,000 41.65 4520 8.52% 41.65 0.00%
15,000 42.90 46.56 8.52% 4290 0.00%
16,000 45.10 48.95 8.53% 45.10 0.00%
17,000 47.30 51.34 8.53% 47.30 0.00%
18,000 49.50 53.73 8.54% 49.50 0.00%
19,000 51.70 56.12 8.54% 51.70 0.00%
20,000 53.90 58.51 8.55% 53.90 0.00%
25,000 64.90 70.46 8.56% 64.90 0.00%
30,000 75.90 82.41 8.58% 75.90 0.00%
35,000 86.90 94.36 8.59% 86.90 0.00%
40,000 97.90 106.31 8.59% 97.90 0.00%
45,000 108.90 118.26 8.60% 108.90 0.00%
50,000 119.90 130.22 8.60% 119.90 0.00%
75,000 174.90 189.97 8.62% 174.90 0.00%
100,000 229.90 249.73 8.63% 229.90 0.00%

Surrebuttal Schedule BAB-2
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Surrebuttal Schedule BAB- 1

Sun City Water District
RATE DESIGN
Company Staff
Monthly Usage Charge Present Proposed Rates Recommended Rates
Meter Size (All Classes):
5/8 x 3/4" Meter $8.76 $10.42 $9.50
3/4" Meter 8.76 10.42 14.25
1" Meter 21.89 26.06 2375
114" Meter 43.78 5212 47.50
2" Meter 70.05 83.40 76.00
3" Meter 140.10 166.79 152.00
4" Meter 218.90 260.61 237.50
6" Meter 437.81 521.22 475.00
8" Meter 700.50 833.95 760.00
Public Interruptible - Peoria 8.16 9.97 10.00
Trrigation - 2" 77.59 92.33 85.00
Itrigation - Raw - ~ -
Private Fire 3" 9.73 10.65 10.81
Private Fire 4" 9.73 10.65 10.81
Private Fire 6" 9.73 10.65 10.81
Private Fire 8" 14.01 5.34 15.57
Prvate Fire 10" 20.14 22.05 22.38
Private Hydrant - Peoria 822 9.00 9.13
C dity Charge-Per 1,000 gall
All Meter Size (residential]
First 1,000 gallons $0.7297 N/A N/A
From 1,001 to 3,000 gallons 1.0702 N/A N/A
From 3,001 to 9,000 gallons 1.3621 N/A N/A
From 9,001 to 12,000 gallons 1.6539 N/A N/A
Over 12,000 gallons 1.9896 N/A N/A
5/8x3/4",3/4" & 1" Meter (Residentral)
First 1,000 gallons $0.7297 $0.7336 $0.7500
From 1,001 to 3,000 gallons 1.0702 1.3602 1.2000
From 3,001 to 9,000 gailons 1.3621 1.6302 1.5000
From 9,001 to 12,000 gallons 1.6539 1.8002 1.9000
Over 12,000 gallons 1.9896 2.0102 22621
5/8x3/4" & 3/4" (Commercial) {Commercial) (Commercial)
Frist 9,000 gallons $1.3621 $1.8002 $1.5000
Over 9,000 gallons 1.9896 20102 2.2621
1" Meter (Commercial) (Commercial) (Commercial)
First 20,000 gallons $1.3621 $1.8002 §$1.5000
Over 20,000 gallons 1.9896 2.0102 2.2621
14" Meter (Commercial) (Res. & Comm.) (Res. & Comm.)
First 40,000 gatlons $1.3621 $1.8002 $1.5000
Over 40,000 gallons 1.9896 2.0102 2.2621
2" Meter (Commercial) (Res. & Comm.) (Res. & Comm.)
First 64,000 gallons $1.3621 $1.8002 $1.5000
Over 64,000 gallons 1.9896 2.0102 2.2621
3" Meter (Commercial) (Res. & Comm.) (Res. & Comm.)
First 131,000 gallons $1.3621 $1.8002 $1.5000
Over 131,000 gallons 1.9896 2.0102 2.2621
4" Meter (Commercial) (Res. & Comm.,) (Res. & Comm.)
First 205,000 gallons $1.3621 $1.8002 $1.5000
Over 205,000 gallons 1.9896 20102 22621
6" Meter {Commercial) (Res. & Comm.) (Res. & Comm.)
First 415,000 gallons $1.3621 $1.8002 $1.5000
Over 415,000 gallons 1.9896 2.0102 2.2621
8" Meter {Commercial) (Res. & Comm.) (Res. & Comm.)
First 670,000 gallons $1.3621 $1.8002 $1.5000
Over 670,000 gallons 1.9896 2.0102 2.2621

Page 1
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Sun City Water District

RATE DESIGN (CONT.)

Surrebuttal Schedule BAB- 1
Page 2

Public Interuptible All Usage $1.1632 $1.1693 $1.5000
2" Irnigation All Usage $1.2551 $1.2617 $1.4500
Irrigation - Raw All Usage $1.0037 $1.0090 $1.2000
Private Hydrant - Peoria All Usage $1.1400 $1.1460 $1.3000
Central AZ Project - Raw All Usage $0.8480 $0.8525 $0.8525
Service Charges
Service Establishment, Reestablishment and/or Reconnection Charge $35.00
Regular Hours $30.00 $35.00 Remove from Tariff
After Hours 40.00 65.00 Remove from Tanff
Insufficient Funds (NSF) Check Charge 25.00 25.00 25.00
Meter Reread (if Correct) 5.00 25.00 25.00
Meter Test ( If Correct) 10.00 35.00 35.00
Deposit Requirement (Residential) () () (a)
Deposit Requitement (None Residential Meter) (a) (2) (a)
Deposit Interest (a) (a) (2)
Deferred Payment, Per Month N/A 1.5% pet month 1.5% per month
Late Chazge per month N/A 1.5% per month 1.5% per month
After Hours Service Charge (b) N/A N/A 30.00

(a) Per Commussion Rules (R14-2-403.B)

(b) After Hours Service : After regular working hours, on Saturdays, Sundays or holidays if at the customer's request or for the customer’s convenience.

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 14-2-4091D(5).

Service and Meter Installation Charges

Total Present Company Proposed Staff's recommendation

. Service Line Meter Total Service Line Meter
Meter Size Charge Charge Charge Charge Charge Charge | Total Charge
5/8 x 3/4-inch $500 $370 $130 $500 $370 $130 $500
3/4-inch 575 370 205 575 370 205 575
1-inch 660 420 240 660 420 240 660
1-1/2-inch 900 450 450 900 450 450 900
2-inch Turbine 1,525 580 945 1,525 580 945 1,525
2-inch Compound 2,220 580 1,640 2,220 580 1,640 2,220
3-inch Turbine 2,165 745 1,420 2,165 745 1,420 2,165
3-inch Compound 2,660 465 2,195 2,660 465 2,195 2,660
4-inch Turbine 3,360 1,090 2,270 3,360 1,090 2,270 3,360
4-mch compound 4,265 1,120 3,145 4,265 1,120 3,145 4,265
6-inch Turbine 6,035 1,610 4,425 6,035 1,610 4,425 6,035
6-inch Compound 7,750 1,630 6,120 7,750 1,630 6,120 7,750
8-inch or Larger At Cost At Cost At Cost At Cost At Cost At Cost At Cost
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Test Year Ended June 30, 2013

Sun City Water District

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Present Proposed Dollar Percent
Company Propose Rates Rates Increase Increase

Average Usage $21.17 21.97%

Median Usage $19.17 21.98%

Staff Recommended
Average Usage 7,203 $17.36 $18.95 $1.60 9.22%
Median Usage 6,000 $15.72 $17.15 $1.43 9.12%
Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter
Gallons Present Company Proposed
Minimum Charge  $8.76 Minimum Charge $10.70 Minimum Charge $9.50
1st Tier Rate $0.7297 1st Tier Rate $0.7500 1st Tier Rate $0.7500
1st Tier Breakover 1,000 1st Tiex Breakover 1,000 1st Tier Breakover 1,000
2nd Tier Rate $1.0702 2nd Tier Rate  $1.3702 2nd Tier Rate  $1.2000
2nd Tier Breakover 3,000 2nd Tier Breakover 3,000 2nd Tier Breakover 3,000
3rd Tier Rate $1.3621 3td Tier Rate $1.6602 3rd Tier Rate $1.5000
3rd Tier Breakover © 9,000 3rd Tier Breakover 9,000 3rd Tier Breakover 9,000
4th Tier Rate $1.6239 4th Tier Rate $1.9002 4th Tier Rate $1.9000
4th Tier Breakover 12,000 4th Tier Breakover 12,000 4th Tier Breakover 12,000
5th Tier Rate $1.9896 5th Tier Rate $2.1202 5th Tier Rate $2.2621
I Consumption I Rates I Rates Increase I Rates Increase
- $8.76 $10.70 22.15% $9.50 8.45%
1,000 9.49 11.45 20.66% 10.25 8.01%
2,000 10.56 12.82 21.40% 11.45 8.43%
3,000 11.63 14.19 22.01% 12.65 8.77%
4,000 12.99 15.85 22.00% 14.15 8.91%
5,000 14.35 17.51 21.99% 15.65 9.03%
6,000 15.72 19.17 21.98% 17.15 9.12%
7,000 17.08 20.83 21.97% 18.65 9.20%
8,000 18.44 22.49 21.97% 20.15 9.27%
9,000 19.80 2415 21.96% 21.65 9.33%
10,000 22.50 27.42 21.89% 2475 10.02%
11,000 25.19 30.69 21.84% 27.85 10.56%
12,000 27.89 33.96 21.80% 30.95 10.99%
13,000 30.94 37.45 21.03% . 34.41 11.20%
14,000 34.00 40.94 20.41% 37.87 11.38%
15,000 37.06 44.43 19.88% 41.34 11.53%
16,000 40.12 47.92 19.44% 44.80 11.65%
17,000 43.18 51.41 19.06% 48.26 11.76%
18,000 46.24 54.91 18.73% 51.72 11.85%
19,000 49.30 58.40 18.44% 55.18 11.93%
20,000 52.36 61.89 18.19% 58.65 12.00%
25,000 67.66 79.34 17.26% 75.96 12.26%
30,000 82.96 96.79 16.67% 93.27 12.42%
35,000 98.26 114.24 16.26% 110.58 12.54%
40,000 113.56 131.69 15.97% 127.89 12.62%
45,000 128.86 149.15 15.74% 145.20 12.68%
50,000 144.16 166.60 15.57% 162.51 12.73%
75,000 220.65 253.86 15.05% 249.06 12.88%
100,000 297.15 341.12 14.80% 335.61 12.95%
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Tubac Water District
RATE DESIGN
Present Company Staff
Monthly Usage Charge Rates Proposed Rates Recommeunded Rates

All Clas:

Meter $24.70 $42.36 $31.75
3/4" Meter 2470 42.36 47.63
1" Meter 7410 105.90 79.38
1'2" Meter 144.38 211.80 158.75
2" Meter 230.53 338.88 254.00
3" Meter 461.00 677.77 508.60
4" Meter 722.00 1,059.01 793.75
6" Meter 1,440.00 2,118.03 1,587.50
8" Meter 2,305.00 3,388.84 2,540.00
10" Meter 3,320.00 4,871.46 3,651.25
12" Meter 6,208.00 9,107.51 6,826.25
Commodity Rates-Per 1,000 Gallons
5/8x3/4" & 3/4" Meter (Residentral)
First 3,000 Gallons $1.9000 $4.7500 $3.3350
From 3,001 to 10,000 Gallons 3.0000 6.1000 5.3950
From 10,001 to 20,000 Gallons 4.0000 7.1500 7.8500
Over 20,000 Gallons 6.0000 7.9500 9.5380
5/8x3/4" & 3/4" Meter {Commercial )

First 20,000 Gallons $4.0000 $6.7000 $7.8500
Over 20,000 Gallons 6.0000 7.9500 9.5380

1" Meter (Res. & Comm.)
First 35,000 Gallons $4.0000 $6.7000 $7.8500
Over 35,000 Gallons 6.0000 7.9500 9.5380

12" Meter (Res. & Comm.)
First 85,000 Gallons $4.0000 $6.7000 $7.8500
Over 85,000 Gallons 6.0000 7.9500 9.5380

2" Meter (Res. & Comm.)
First 150,000 Gallons $4.0000 $6.7000 $7.8500
Over 150,000 Gallons 6.0000 7.9500 9.5380

3" Meter (Res. & Comm.)
First 175,000 Gallons $4.0000 $6.7000 $7.8500
Over 175,000 Gallons 6.0000 7.9500 9.5380

4" Meter (Res. & Comm.)
First 250,000 Gallons $4.0000 $6.7000 $7.8500
Over 250,000 Gallons 6.0000 7.9500 9.5380

6" Meter (Res. & Comm.)
First 350,000 Gallons $4.0000 $6.7000 $7.8500
Qver 350,000 Gallons 6.0000 7.9500 9.5380

8" Meter (Res. & Comm.)
Farst 900,000 Gallons $4.0000 $6.7000 $7.8500
Over 900,000 Gallons 6.0000 7.9500 9.5380

10" Meter (Res. & Comm.)
First 1,500,000 Gallons $4.0000 $6.7000 $7.8500
Over 1,500,000 Gallons 6.0000 7.9500 9.5380

12" Meter (Res. & Comm.)
First 2,250,000 Gallons $4.0000 $6.7000 $7.8500
Over 2,250,000 Gallons 6.0000 7.9500 9.5380
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Tubac Water District
RATE DESTGN (Cont.)
Service Charges
Esrablist or Reestablishment of Service $35.00
Regulax Hours $30.00 $35.00 Remove from Tanff
After Hours 45.00 65.00 Remove from Tanff
Reconnection of Service(Deliquent): 35.00
Regular hours N/A 35.00 Remove from Tanff
After Hours N/A 65.00 Remove from Tanff
Meter Test (If Correct) 10.00 35.00 35.00
Meter Re-Read (If Correct) 5.00 25.00 25.00
Deposit Requirement (Residential) @) (2) @
Deposit Requirement (None Residential Meter) (a) (a) (2)
Deposit Interest (2) (a) (2)
NSF Check 25.00 25.00 25.00
Deferred Payment, Per Month 1.5% per month 1.5% per month 1.5% pex month
Late Charge per month 1.5% per month 1.5% per month 1.5% per month
After Hours Service Charge(b) N/A N/A 30.00

(2) Per Commission Rules (R14-2-403.B)
(b) After Hours Service : After regular working hours, on Saturdays, Sundays or holidays if at the customer's request or for the customer's convenience.

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 mle 14-2-409D(5).

Service and Meter I ilation Charges
Total Present Company Proposed Staff's recommendation

X Service Line]  Meter Service Lme|  Meter
Merer Size Charge Charge Charge | Total Charge Charge Charge Total Charge
5/8 x 3/4-inch $600 $445 $155 $600 $445 $155 $600
3/4-inch 700 445 255 700 445 255 700
1-inch 810 495 315 810 495 315 810
1-1/2-inch 1,075 550 525 1,073 550 525 1,075
2-inch Turbine 1,875 830 1,045 1,875 830 1,045 1,875
2-inch Compound 2,720 830 1,890 2,720 830 1,890 2,720
3-tnch Turbine At Cost At Cost At Cost At Cost At Cost At Cost At Cost
3-inch Compound At Cost At Cost At Cost At Cost At Cost At Cost At Cost
4-inch Turbine At Cost At Cost At Cost At Cost At Cost At Cost At Cost
4-inch compound At Cost At Cost At Cost At Cost At Cost At Cost At Cost
6-inch Turbine At Cost At Cost At Cost At Cost At Cost At Cost At Cost
6-inch Compound At Cost At Cost At Cost At Cost At Cost At Cost At Cost
8-inch or Larger At Cost At Cost At Cost At Cost At Cost At Cost At Cost
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Tubac Water District

Surrebuttal Schedule BAB-2

Typical Bill Analysis
General Scrvice 5/8 x 3/4-Inch Meter
Present Proposed Dollar Percent
Company Proposed Gallons Rates Rates Increase Increase
Average Usage 8,348 $46.44  $100.76 $54.31  116.94%
Median Usage 5,000 $36.40 $77.89 $41.49  113.98%
Staff Recommended
Average Usage 8,348 $46.44 $70.61 $24.16  52.03%
Median Usage 5,000 $36.40 $52.55 $16.15  44.35%
Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter
Gallons Present Company Proposed
Minimum Charge $24.70 Minimum Charge ~ $48.24 Minimum Charge  $31.75
1st Tier Rate $1.9000 1st Tier Rate  $5.3300 1st Tier Rate  $3.3350
1st Tier Breakover 3,000 1st Tier Breakover 3,000 1st Tier Breakover 3,000
2nd Tier Rate $3.0000 2nd Tier Rate  $6.8300 2nd Tier Rate  §5.3950
2nd Tier Breakover 10,000 2nd Tier Breakover 10,000 2nd Tier Breakover 10,000
3rd Tier Rate $4.0000 3rd Tier Rate  $8.1800 3rd Tier Rate  $7.8500
3td Tier Breakover 20,000 3rd Tier Breakover 20,000 3rd Tier Breakover 20,000
4th Tier Rate $6.0000 4th Tier Rate  $9.3800 4th Tier Rate  $9.5380
Consumption l Rates Rates Increase I Rates Increase
- $24.70 $48.24 95.30% $31.75 28.54%
1,000 26.60 53.57 101.39% 3509  31.90%
2,000 28.50 58.90 106.67% 3842  34.81%
3,000 30.40 64.23 - 111.28% 4176  37.35%
4,000 33.40 7106  112.75% 47.15 41.17%
5,000 36.40 77.89  113.98% 5255  44.35%
6,000 39.40 84.72  115.03% 57.94 47.06%
7,000 42.40 9155 115.92% 6334 49.38%
8,000 45.40 98.38 116.70% 68.73  51.39%
9,000 48.40 10521 117.38% 74.13 53.15%
10,000 51.40 112.04  117.98% 79.52  54.71%
11,000 55.40 12022 117.00% 87.37  57.71%
12,000 59.40 128.40 116.16% 9522 60.30%
13,000 63.40 13658 115.43% 103.07  62.57%
14,000 67.40 14476 114.78% 110.92 64.57%
15,000 71.40 15294  114.20% 118.77 66.34%
16,000 75.40 16112 113.69% 12662  67.93%
17,000 79.40 169.30  113.22% 134.47 69.36%
18,000 83.40 177.48 112.81% 142.32 70.65%
19,000 87.40 185.66  112.43% 150.17  71.82%
20,000 91.40 193.84 112.08% 158.02 72.89%
25,000 121.40 240.74 98.30% 205.71 69.45%
30,000 151.40 287.64 89.99% 253.40 67.37%
35,000 181.40 334.54 84.42% 301.09 65.98%
40,000 211.40 38144 80.44% 34878  64.99%
45,000 241.40 428.34 77.44% 396.47 64.24%
50,000 271.40 475.24 75.11% 44416 63.66%
75,000 421.40 709.74 68.42% 682.61 61.99%
100,000 571.40 944.24 65.25% 921.06 61.19%
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Mohave Wastewater District

Surrebuttal Schednle BAB-1

RATE DESIGN
Company Staff
Monthly Service Charge Present Proposed Rates Recommended Rates
Residential (per ERU) $56.55 $81.60 $75.99
Commercial (per ERU) 56.55 81.60 75.99
OPA (per ERU) 56.55 81.60 75.99
Large Commercial 72.89 105.18 93.99
Commodity Charge - Per 1,000 Gallons
Residential (per ERU) - -
Commercial {(per ERU) - -
OPA (per ERU) - -
Large Commercial $2.2800 $3.2900 $2.9880
Effluent (Per Acre Foot)
0to24 $227.79 $227.79 $227.79
251099 22179 22779 221.79
200 w0 199 227.79 227.79 227.79
200 & Above 22179 221.79 227.79
Other Service Charges
Establishment or Reestablishment of Service $35.00
Regular Hours $20.00 $35.00 Remove from Tanff
After Hours $30.00 $65.00 Remove from Taniff
Reconnection of Service (Deliquent) $30.00 $35.00
Regular Hours N/A $35.00 Remove from Tariff
After Hours N/A $65.00 Remove from Tanff
Deposit @) () (@)
Deposit Interest (a) (a) (a)
NSF Check $25.00 $25.00 $25.00
Deferred Payment (per month) N/A 1.5% per month 1.5% per month
Late Payment Fee (per month) 1.5% per month 1.5% per month 1.5% per month
After hour service charge (b ) N/A N/A $30.00

(a)Per Commission Rules (R14-2-603.B)

(b)After Hours Service : After regular working hours, on Saturdays, Sundays or holidays if at the customer’s request or for the customer's convenience.

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 14-2-609D(5).

Service Line Connection Charges

Current Charges Proposed Charges Staff Recommended Charges
Residential Actual Cost Actual Cost Actual Cost
Commercial Actual Cost Actual Cost Actual Cost
School Actual Cost Actual Cost Actual Cost
Multiple Dwelling Actual Cost Actual Cost Actual Cost
Mobile Home park Actual Cost Actual Cost Actual Cost
Effluent Actual Cost Actual Cost Actual Cost
Treatment Plant Hook-Up Fee

Current Charges Proposed Chazges Staff Recommended Charges
4 Inch Connection $785.00 $785.00 $785.00
6 Inch Connection 1,570.00 1,570.00 1,570.00
8 Inch Connection 2,748.00 2,748.00 2,748.00
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Docket No. WS-01303A-14-0010
Test Year Ended June 30, 2013.

Mohave Wastewater District

Company Proposed

Typical Bill Analysis
Residential

Present Proposed
Rates Rates

Surrebuttal Schedule BAB-2

Dollar  Percent
Increase Increase

Staff Recommended

$56.55 $81.60

$25.05 44.30%

$56.55 $75.99

$19.44  34.38%




