
CORP

IN THE MATTER OF THE APPLICATION OF
LIBERTY UTILITIES (BELLA VISTA WATER)

'I AN ARIZONA CORPORATION, FOR
AUTHORITY TO ISSUE EVIDENCE OF
INDEBTEDNESS IN AN AMOUNT NOT TO
EXCEED $4,700,000.
IN THE MATTER OF THE APPLICATION OF
LIBERTY UTILITIES (RIO RICO WATER &
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INCREASES IN ITS WATER AND
WASTEWATER RATES AND CHARGES
FOR UTILITY SERVICE BASED THEREON.
IN THE MATTER OF THE APPLICATION OF
LIBERTY UTILITIES (RIO RICO WATER &
SEWER) CORP., AN ARIZONA
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AN AMOUNT NOT TO EXCEED $8,900,000.
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1 EXECUTIVE SUMMARY

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

Liberty Utilities Corp., ("Company," "Liberty" "Bella Vista" "Rio Rico") filed an

application for a rate increase, on October 28, 2015, for its Bella Vista Water

System and its Rio Rico water and wastewater systems. Included in the

Company's application was a Fair Value Arizona Rate Evaluation Model or "FARE"

that is being filed as a rate raking mechanism designed to comply with Arizona

law, including the fair value requirement.

In summary, RUCO continues to take issue with the Company's FARE proposal

for numerous reasons all of which were explained in direct testimony. In addition,

RUCO continues to maintain that the FARE model as presented by the Company

does not meet the Arizona constitutional requirements, as stated by the Arizona

Court of Appeals, requiring that the Company find fair value at the time of setting

new rates. In this case, the FARE model does not establish a fair value as the

Company has chosen to eliminate the cost of capital evaluation in determining new

rates.

a

ii
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I

e

1 INTRODUCTION

2 Q. Please state your name, position, employer and address.

3

4

5

My name is Robert B. Mease. I am Chief of Accounting and Rates employed by

the Residential Utility Consumer Office ("RUCO") located at 1110 w. Washington,

Suite 220, Phoenix, Arizona 85007.

6

7 Have you previously provided testimony regarding this docket?

8 Yes. I filed direct testimony in this docket on May 23, 2016.

9

10 What is the purpose of your surrebuttal testimony?

11

12

13

14

15

My surrebuttal testimony will address the Company's rebuttal comments related to

specific recommendations and conclusions that I included in my direct testimony. I

addressed the Company's FARE filing and will offer my recommendations after

reading the Company's rebuttal testimony. I will also discuss Mr. Paul Walker's

rebuttal testimony addressing the Company's allocated expenses.

16

17

18

Mr. Mease, who provided rebuttal testimony discussing the FARE model on

behalf of the Company?

19 Messrs. Matthew Garlick, Peter Eichler, and Paul Walker provided rebuttal

20 testimony on behalf of the Company.

21

22

a

A.

Q.

A.

A.

A.

Q.

Q.

1
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1 Q.

2

Does RUCO have any general comments or concerns regarding the rebuttal

testimonies of these individuals?

3 Yes. I am very surprised by the tone of the comments included in rebuttal

4 testimonies and in particular that of Mr. Peter Eichler and Mr. Paul Walker. The

5

6

7

specific comments that RUCO finds disturbing relate to the company's allocated

expenses and the proposed FARE Model and will be further discussed throughout

my surrebuttal testimony.

8

9 RESPONSE TO MR. MATTHEW GARLICK'S REBUTTAL TESTIMONY

10 Q.

11

Have you reviewed Mr. Garlick's rebuttal testimony and if so would you care

to comment on his discussion of the FARE model?

12 Yes. I have reviewed Mr.Garlick's rebuttal testimony and was somewhat

13 surprised at Mr. Garlick's testimony when discussing the impact if denial of FARE

14 would occur. More specifically Mr. Garlick stated,1

15
16
17
18
19
20
21

22

"It is getting increasingly difficult to get capital from APUC for timely investment
in plant in Arizona. Denial of the FARE, coupled with another haircut on the
shared services costs, will make it extremely unlikely that we will be able to fund
anything but those capital projects that are absolutely necessary and cannot be
put off any longer. I don't think that's a good way to have to run a business, nor do
l think consumers benef it f rom making Arizona more unattractive to the
investment community."

23 Q. What specifically surprises you about Mr. Garlick's comment?

24

25

When reviewing the 2015 Annual Results From Operations as published on page

24 of ALGONQUIN Power and Utilities Corp. 2015 Annual Report, and further

A.

1 Rebuttal Testimony of Mr. Matthew Garlick, page 3, lines 11 through 17
2

A.

A.
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1 reviewing the Key Selected Annual Financial Information, the Company's

2 performance is quite impressive. To highlight a few of the Company's key

3 performance indicators:

4

Key Selected Annual Financial Information

(all dollar amounts in $ millions except per share info) Twelve months ended Dec. 31

2015 2014 2013

Revenue

Net earnings attributable to Shareholders

from continuing operations

Net earnings attributable to Shareholders

Adjusted net earnings

Dividends declared to Common Shareholders

$ 1,027.9 $ 941.6 $ 675.3

118.5

117.5

121.5

124.6

77.8

75.7

88.2

82.9

62.3

20.3

59.5

68.3

5
6

Per share

Basic net earnings from continuing operations

Basic net earnings

Adjusted net earnings

Diluted net earnings

Dividends declared to Common Shareholders

$

$

$

$

$

0.43 $

0.42 $

0.46 $

0.42 $

0.49 $

0.32 $

0.31 $

0.37 $

0.31 $

0.37 $

0.28

0.07

0.26

0.07

0.33

7 After closely reviewing the three year annual results of Liberty Utilities parent

8 Company and Mr. Garlick's testimony per above, it appears the Company is more

9 interested in maintaining, and growing, shareholder value then providing adequate

10 service to Arizona ratepayers. ALGONQUIN Power has increased revenues during

11 the three year period as shown above by 52.2%, the Company's net diluted

12 earnings have increased by 500.0%, and dividends declared to common

13 shareholders have increase by 48.5%. I find Mr. Garlick's comment that capital will

14 be difficult to obtain from APUC, except for absolutely necessary projects,

15 somewhat difficult to comprehend based on the earnings of the parent company

16 and dividends that have been distributed. These are the same earnings that could

3

lllllll l l
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a

3

1 be reinvested in the capital projects that Mr. Garlick talks about if the Company

2 considers it a priority. Not only that, but the systems involved in this case are Class

3 "B" and Class and local management feels there will be difficulty obtaining"C"
l

4 capital for necessary improvements. RUCO finds this statement very troublesome

5 since maintaining systems and providing safe and reliable water to ratepayers

6 should be the goal of both the local management, as well as management at the

7 parent company level. But in this case, the goal appears to be maintaining

8 shareholder value at the ever increasing cost to the ratepayer. If the above

9 mentioned dividends aren't enough to encourage investment in Arizona utilities,

10 perhaps Mr. Garlick could help us understand just how much would be enough.

11

12 Q.

13

14

15

Does RUCO agree with Mr. Garlick's statement that "We were surprised and

disappointed with the meager effort Staff and RUCO put into considering the

FARE as a possible improvement in rate raking for Arizona utilities and

customers?

16

17

18

19

I can't speak for Staff, but RUCO takes exception to Mr. Garlick's comment. RUCO

devoted significant amount of time to reviewing the FARE model. RUCO clearly

described their concerns and issues with the FARE as presented in the Company's

filings and stated very clearly why RUCO cannot support the FARE model as

20 presented .

21

2 Direct testimony of Mr. Robert Mease, Section IV, pages 5 through 11, Direct testimony of Mr. Robert
Mease, Section VI. Effects on Ratepayers, page14, Direct testimony Mr. Robert Mease, Section VII.
Summary and Conclusions, page15.

A.

4
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1 RESPONSE TO MR. PETER EICHLER'S REBUTTAL TESTIMONY

2 Q.

3

4

5

Does RUCO believe that Liberty Utilities, when proposing a new program or

model (the FARE Model in this case) that could have a long lasting effect on

ratepayers, that the filing should be a complete and well laid out program,

have calculated the projected impact(s) on ratepayers, and include a

6 capitalization plan prior to being considered for approval by the

7 Commission?

8

9

10

11

12

13

14

15

16 questions the legality of the FARE.

17

Yes. RUCO believes it is the responsibility of the utility to prepare at a minimum, a

program that would address these specific items noted. At a minimum the Arizona

Corporation Commissioners need to be provided with certain information going

forward, as to the long term projected effect on ratepayers, when making their final

decision(s). Furthermore, providing this information is the responsibility of the

utility, not the Staff or RUCO, as Mr. Eichler indicates in his rebuttal testimony.3 If

this information is included in the initial filing, and the filing appears to be a

reasonable program, RUCO will get involved in developing the fine points. RUCO

RUCO's legal challenge however, is a legal

argument and will be part of RUCO's closing and reply briefs.

18

19 Q. Was RUCO ever ask to have input in the development of the FARE model or

20 asked to make suggestions for improving the FARE program?

21 No.A.

3 Rebuttal testimony of Mr. Peter Eichler, page 11, lines 21 - 24. "Coming up with a mechanism for
something like this is exactly the type of cooperative effort we had hoped our FARE proposal would give
rise to. Instead, Staff and RUCO only criticized the FARE, they made no suggestions on improving it."

5

A.
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1 Q. Did Liberty include any reference to performing cost of capital analysis when

2 submitting a FARE rate increase?

3 Yes. Liberty chose to by-pass the preparation of a cost of capital analysis when

4

5

making their annual filing. Per the Company, it would take too much time and would

not allow RUCO sufficient time to complete a cost of capital analysis review in the

6 time requested by the Company.

7

8 Q. Has Mr. Eichler revised his testimony discussing a cost of capital analysis?

9

10

11

12

13

14

15

16

Yes. On page 12 of his Rebuttal Testimony he is proposing three different options.

RUCO is not taking a position on any of the three options at this time, but is

questioning why these options were not presented in his direct testimony. (In other

words, Mr. Eichler has given the FARE a little more thought, ref. cost of capital

analysis, since RUCO filed direct testimony) Rather than presenting any options in

his direct testimony Mr. Eichler chose to ignore a cost of capital study as too time

consuming and will not allow the Company to meet the time line as established in

the FARE program.

17

18 Q. Is Mr. Eichler currently open to including a mechanism to update the cost of

19 capital in the FARE?

20

21

22

Yes, Lf it can be done consistent with the goals of the FARED. As Mr. Eichlerfurther

explains in his testimony a critical aspect of the FARE is avoiding getting bogged

down in a fight over every number in the revenue requirement every time the cost

A.

4 Rebuttal testimony of Mr. Peter Eichler, page 11, lines 18 through 22

6

A.

A.
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1

2

3

4

of service paid by the customer needs to change. Mr. Eichler goes on to say that

coming up with a mechanism for something like this is exactly the type of

cooperative effort we had hoped our FARE proposal would give rise to. Instead,

Staff and RUCO only criticized the FARE, they made no suggestions on improving

5 it.

6

7 Q.

8

9

Once again, was RUCO's assistance ever requested in the Company's

development of the FARE model or ask to make suggestions for improving

the FARE program?

10 No.

11

12 Q.

13

Mr. Eichler criticized RUCO's "unwillingness to work more efficiently is not a

reason to reject the FARE."5 Does RUCO agree with this synopsis?

14 No. First of all, Mr. Eichler has no idea how efficient or non-efficient RUCO goes

15

16

17

18

19

20

21

about its work and to criticize RUCO for being unwilling "to work more efficiently" is

just not an accurate statement. RUCO has provided input over the years in many

Commission workshops and has worked with water industry consultants on several

occasions, and will continue to do so when requested. However, disregarding Mr.

Eichler's inaccurate comments regarding "RUCO's unwillingness" to perform such

a review, RUCO does not believe that the time frame established by the Company

is achievable. RUCO has no intention of rubber stamping any application that has

5 Rebuttal testimony of Mr. Peter Eichler, page 13, line 2

7

A.

A.
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1

2

an impact on residential ratepayer's rates that has not been thoroughly reviewed,

and does not provide sufficient time to reach a reasonable conclusion.

3

4

5

6

7

8

Mr. Eichler once again criticizes RUCO on page 14 of his rebuttal testimony.

On line 13, "But RUCO only looks at rates," lines 16 through 18, "The horror

stories that the Commission hears overwater utilities that can't pay their bills,

that can't adequately run their systems, that can't even test their water, do

not appear to mean anything to RUCO."

9

10

11

12

13

14

15

16

17

RUCO once again takes exception to these comments. That clearly can be

supported by RUCO's contributions in the recent "Commission Investigation into

Potential Improvements to its Water Policies" Special Open Meeting held by the

ACC on June 24, 2016. Docket No. W-00000C-16-0151. I will cite the opening

sentence in the Introduction paragraph included in RUCO's Comments filed in this

docket, "RUCO applauds the water and wastewater industries submission of

suggested policies designed to improve the Commission's water and wastewater

policies." I will also quote the opening sentence in RUCO's second paragraph in

the Introduction section of this filing, "RUCO recognizes that a problem exits in the

18

19

state of Arizona with non-viable water and wastewater companies and that it is

paramount that the Commission address the issues and explore and implement

20 sound and reasonable water policies.ll

21

22

23

Chairman Little, in his opening comments at the June 24th open meeting,

specifically stated "Thanks to RUCO for the Very Good Comments That They

8

1III1ll_III

A.

Q.
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1

2

3

4

Offered Up in this Docket." RUCO's contributions, in this workshop, as stated in

Chairman Little's opening remarks, indicate that RUCO does think about more than

only keeping rates low for residential ratepayers. RUCO understands the plight of

small and undercapitalized water and wastewater companies and is concerned that

5

6

these companies provide adequate water service to ratepayers. RUCO will do what

is necessary to provide all ratepayers with safe and reliable water and wastewater

7 service at a reasonable and fair cost.

8

9

10

Finally, I would like to add that Liberty Utilities does not fit the profile that Mr. Eichler

describes as "horror stories the Commission hears about over water utilities that

11 can't pay their bills, that can't adequately run their systems." If Liberty Utilities can't

12 pay their bills and can't run their systems it's by their own choice. Ali one has to do

13 is review APUC's annual report and once again see that Liberty's focus appears to

14 be on shareholder value and not the ratepayers in Arizona.

15

16 Q. Have you any additional comments related to Mr. Eichler's testimony?

17 No. I have no additional comments except to say the remaining portions of his

18

19

testimony are very critical of RUCO's direct testimony and in my opinion is very

disrespectful towards RUCO. Mr. Eichler's use of rhetoric is unnecessary and

20 inappropriate.

21

22

23

A.

9
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1 RESPONSE TO MR. PAUL WALKER'S REBUTTAL TESTIMONY

2 Q.

3

When reviewing Mr. Paul Walker's rebuttal testimony what was your reaction

to the tone of his testimony?

4

5

6

7

8

I will provide an excerpt from Mr. Walker's testimony that speaks for itself. On page

5 of Mr. Walker's testimony, when Mr. Walker opines as follows, "My opinion is that

the positions taken by Staff and RUCO ignore everything that has happened since

April 8, 2011. Similarly, if one ignores everything that has happened in the Middle

East since 2011, things are going very well and there is no such thing as lsls."

9

10 Q. What is RUCO's concern with Mr. Walker's statement?

11 I was very disturbed that Mr. Walker chose to include an organization such as ISIS

12

13

14

15

16

17

18

19

in a comparison to what both Staff and RUCO were recommending. Again, l'm not

speaking on behalf of Staff, but I find this comparison disrespectful, unnecessary

and insulting to our entire agency. RUCO is a state agency, with eight professionals

that work very hard to protect the residential ratepayer while at the same time trying

to ensure that the utilities are both healthy and strong. As a RUCO employee, I

also believe that Mr. Walker's inclusion of ISIS in his testimony is non-professional,

derogatory, insulting and self-serving. Quite frankly, I am surprised that Liberty

Utilities allowed such a reference to be associated with their utility.

20

21

22

10

r

A.

A.
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1 Mr. Walker makes the statement on page 11, lines 11 and 12 of his rebuttal

2 "I am

3

testimony when discussing the Company's allocation methodology.

thankful that Staff and RUCO aren't running hospitals, churches, or

4

5

businesses, particularly utilities." Can you explain why RUCO has difficulty

accepting this as a factual statement?

6

7

First of all, there are at least two individuals, who are part of the RUCO agency, that

have or currently run successful businesses. Second, there are others who have

8

9

10

served in senior management positions and have participated in making top level

decisions. These same individuals, after carefully considering the Company's

allocation of costs downward, made a business decision to disallow certain costs

11 because they simply do not provide any benefit to the local utilities in Arizona. Mr.

12 Walker's statement was unprofessional and outside the scope of this proceeding.

13

14 Q. Are there any other non-factual comments in Mr. Walker's rebuttal testimony?

15

16

Yes. Two questions posed by Mr. Walker on page 18 of his rebuttal testimony read

as follows: (1) Has Staff or RUCO requested a presentation of the FARE

17 DASHBOARD? (2) Has Staff or RUCO requested access to the FARE

18

19

20

DASHBOARD portal? Mr. Walker's answer to both of these questions was simply

a n o with no additional explanation whatsoever. This is very confusing to RUCO.

Nowhere in the record is there any mention of a FARE DASHBOARD. RUC() finds

21 it hard to request a presentation or access to the FARE DASHBOARD that RUCO

22 didn't even know existed. This being the case, Mr. Walker's comments have no

23 basis.

1

i

A.

A.

Q.

11
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1 Q. Does RUCO have any other comments related to Mr. Walker's surrebuttal

2 testimony?

3 Yes.

4

5

RUCO requests that Mr. Walker's surrebuttal testimony be given no

consideration in this case. Mr. Walker did not provide testimony in the Company's

initial filing, his rebuttal testimony is unprofessional and insulting and in several

6 instances non-factual.

7

8 Q. Does this conclude your testimony?

9 Yes it does.

10

11

12

13

n

A.

A.

12
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1

2 EXECUTIVE SUMMARY

3
RUCO recommends that the Commission adopt a 7.20 percent overall rate of return for Liberty

4
Utilities (Bella Vista Water and Rio Rico Water 8< Sewer) Corp. ("Company"), based upon (i) the

5
Company's proposed pro forma capital structure consisting of 30.00 percent long-term debt and

6
70.00 percent common equity, (ii) the current 2.75 percent indicated cost of long-term debt,1 and

7
(iii) RUCO's recommended 9.12 percent cost of equity, as shown below:

8

9
Weight Cost Weighted Cost

10 Long-Term Debt
Common Equity

30.00 %
70.00 %

2.75 %
9.12 %

0.82 %
6.38 %

11
Overall Rate of Return 7.20 %

12

13 RUCO's 9.12 percent cost of equity is derived from estimates obtained from three cost of equity

14 estimation models, with the results obtained from the Discounted Cash Flow and Comparable

15
Earnings Models assigned a weighting factor of 40 percent, and the results obtained from the

16 Capital Asset Pricing Model assigned a weighting of 20 percent, as follows:

17

Cost Estimate
Weight
Factor

Weighted Average
Cost Estimate

18

19
Discounted Cash Flow
Capital Asset Pricing Model
Comparable Earnings

8.71 %
7.37 %

10.40 %

40 %
20 %
40 %

3.48 %
1.47 %
4.16 %

20 8.82 %

21

Average Cost of Equity

Weighted Average Cost of Equity 9.12 %

22

23

24

1 In the Application, the Company proposes a 3.47 percent cost of debt. However, pursuant to the Term Sheet
included in the Company's financing application, the indicated cost of debt will be the 30-day average yield on
the 10-Year U.S. Treasury Note, plus an additional spread of 116 basis points. RUCO's recommended 2.75
percent cost of debt reflects the average yield on the 10-year Treasury Note over the 30-day trading period,
June 1, 2016 - July 13, 2016 (1.59 percent), plus an additional 116 basis point spread (1.59% + 1.16% =
2.75%).

ii
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1

2

3

I will also demonstrate that (i) the 3.46 percent proposed cost of debt, and (ii) the 10.8 percent

and 11 .6 percent cost of equity recommendations for Liberty Rio Rico and Liberty Bella Vista,

respectively, by Company witness Mr. Thomas J. Bourassa are significantly overstated.
4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24
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I.

2 Q.

1 INTRODUCTION

Please state your name, occupation, and business address.

3 A.

4

My name is John A. Cassidy. I am a Public Utilities Analyst v with the Residential Utility

Consumers Office ("RUCO"). My business address is 1110 w. Washington Street, Suite

5 220, Phoenix, AZ.

6

7 Q.

8

Are you the same John A. Cassidy who previously filed direct cost of capital

testimony in this docket?

g A. Yes, I am.

10

11 Q. Please state the purpose of your testimony.

12 A.

13

The purpose of my surrebuttal testimony is to update RUCO's cost of capital

recommendations in this docket and to respond to rebuttal testimony filed by Company

14 witness, Mr. Thomas J. Bourassa.

15

16 ll. RUCO RESPONSE TO COMPANY'S COST OF CAPITAL WITNESS MR. THOMAS J.

17 BOURASSA

18
Q.

19

What cost of debt does Mr. Bourassa propose in rebuttal testimony, and how does

it compare to his proposed cost of debt when filing direct testimony in this docket?

20
A.

21

22

23

In rebuttal testimony (See Bourassa Rebuttal, p. 2, lines 8-9, and footnote 2), Mr.

Bourassa proposes a cost of debt of 3.46 percent. In direct testimony (See Bourassa

Direct, p.5, lines 1-3), he proposed a cost of debt of 3.47 percent. Thus, for purposes of

his updated cost of capital analysis in rebuttal testimony, Mr. Bourassa has made a 1

24

1
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1

2

basis po@_downwaQ adiustmem to his recommended cost of debt (3.47% - 3.46%

0.01%).

3

4 Q.

5

6

7

8

9

Pursuant to the term sheet included in the Company's financing application, the

interest rate on the Company's pending debt will be determined at the time the debt

proceeds are to be drawn down, and will equal the 30-day average yield on the 10-

Year U.S. Treasury note, plus an additional indicative spread of 116 basis points.

For purposes of his proposed 3.46 percent cost of debt in rebuttal testimony, did

Mr. Bourassa utilize a 30-day average yield on the 10-year Treasury note in his

10 calculations?

11 A.

12

13

14

15

No, he did not. For purposes of his analysis, Mr. Bourassa utilized a forecasted 2.3

percent 10-year U.S. Treasury rate obtained from Blue Chip Financial Forecast for the

first quarter of 2017.2 Mr. Bourassa's 3.46 percent proposed cost of debt is computed as

the sum of this 2.3 percent forecasted rate plus the 116 basis point indicative spread noted

above (2.30% + 1.16% = 3.46%).

16

17 Q.

18

Does use of a forecasted 2.3 percent yield on the 10-year Treasury note significantly

overstate Mr. Bourassa's updated recommended cost of debt in this proceeding?

19 A. Yes, it does.

20

21

22

23

24
2 See Bourassa Rebuttal, p, 2, footnote 2.

2
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1 Q. Please explain why that is.

2 A.

3

4

5

6

7

8

9

10

In direct testimony, RUCO recommended a cost of debt of 2.97 percent.3 In updating its

cost of capital analysis, however, as shown in Surrebuttal Schedule JAC-1 RUCO found

that its recommended cost of debt in this proceeding had fallen by 22 Ba_sis point to a

level of 2.75 percent, (2.97% - 2.75% = 0.22%). RUCO's updated cost of debt reflects

the recent average yield on the 10-year U.S. Treasury note over the 30-daytrading period ,

June 1, 2016 - July 13, 2016 (i.e., 1.59 percent), plus the afore mentioned indicative 116

basis point spread (1 .59% + 1.16% = 2.75%). Thus, Mr. Bourassa's use of a 2.3 percent

forecasted 10-year Treasury rate ovqstates Qv 71 basis points the cost of debt for both

Liberty Bella Vista and Liberty Rio Rico (2.30% - 1.59% = 0.71%).

11

12 Q.

13

Does RUCO have reason to believe that the Company's actual cost of debt may be

lower than RUCO's recommended cost rate at the time the debt proceeds are drawn

14 down?

15 A

16

17

18

19

Yes. The yield on the 10-yearTreasury note recently closed at an all-time low, and market

traders expect yields on the 10-year note to go even lower.4 Thus, at the time rates are

set in this docket RUCO believes that every effort should be made to obtain the most

recent, updated current measure of the 30-day average yield on the 10-year Treasury

note, as the actual cost of debt at the time the debt proceeds are drawn down may be

20 significantly Iver thon at pres_ent.

21

22

23

24

s See Cassidy Direct, Schedule JAC-1 .
4 In market trading on Tuesday, July 5, 2016, the yield on the U.S. 10-year Treasury note settled at 1.367%,
breaching the previous closing low of 1 .404% set in July2012. http://www.wsj.com/articles/government-bond-
yields-in-u-s-europe-hit-historic-lows-1467731411

3
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1 Q. Is there an additional consideration as to why obtaining an updated current

2

3

measure of the 30-day average yield on the 10-year Treasury note is important prior

to setting rates in this docket?

4 A. Yes. In the financing applications for both Liberty Bella Vista and Liberty Rio Rico, the

5

6

7

Company makes the following statement: "Liberty Utilities will not earn a profit or return

on loans made to Liberty_Bella Vista [Liberty Rio RiQo1 under the authority sought in this

application."5 (emphasis added).

8

9 Q.

10

11

12

13

14

For the reasons noted in direct testimony (See Cassidy Direct, pp. 38-42), you were

critical of both Mr. Bourassa's use of historical stock price growth as a metric to

estimate the dividend growth (g) component in the Constant Growth DCF model,

and especially his use of Yahoo Finance! adjusted closing prices in the

computation of stock price growth. In filing rebuttal testimony, has Mr. Bourassa

made modifications to his Constant Growth DCF methodology in response to these

15 stated criticisms?

16 A.

17

Yes, to his credit Mr. Bourassa has modified his Constant Growth DCF methodology as it

relates to the use of Yahoo Finance! adjusted closing prices to compute stock price

18 growth. In rebuttal testimony (See Bourassa Rebuttal, p. 5), he acknowledges that stock

19

20

21

22

prices adjusted for both stock splits and dividends provide a measure of total return, and

not stock price growth, thereby rendering their use in the computation of capital stock

price appreciation to be inappropriate. Nevertheless, Mr. Bourassa continues to employ

stock price growth as a metric to estimate the dividend growth (g) component in his

23

24 5 See Liberty Bella Vista Financing Application (Docket No. W-02465A-15-0370), p, 3, lines 11-12. See also
Liberty Rio Rico Financing Application (Docket No. W-02465A-15-0371), p, 3, lines 12-13.

4
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1

2

Constant Growth DCF model, but in doing so appropriately employs actual closing stock

prices adjusted only for stock splits in the computation.

3

4 Q.

5

Does RUCO believe Mr. Bourassa's continued use of stock price growth as a metric

to  est imate  d ividend (g)  growth in  the  Constant  Growth DCF model to  be

6 aPpropriate?

7 A.

8

No. For the reasons noted in direct testimony (See Cassidy Direct, p. 38), RUCO believes

use of stock price appreciation as a growth metric in the Constant Grovvth DCF model to

9 be improper.

10

11 Q. Did the above noted modif ication to Mr.  Bourassa's Constant Growth DCF

12

13

methodology significantly reduce the 5- and 10-year stock price growth rates in his

Constant Growth DCF analysis?

14 A.

15

16

17 In contrast,

18

19

Yes. As shown in Schedules D-4.4 and D-4.5 filed in direct testimony, Mr. Bourassa's 5-

and 10-year sample average compound annual stock price growth rates computed using

Yahoo Finance!  ad justed c los ing pr ices were 14.90 percent  and 8 .58 percent ,

respectively. as shown in Rebutta l  Schedules D-4.4 and D-4.5,  Mr.

Bourassa's 5- and 10-year sample average compound annual stock price growth rates

computed using actual closing stock prices have fallen to 8.37 percent and 4.42 percent,

20 respectively.

21

22

23

24
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1 Q. In filing rebuttal testimony did Mr. Bourassa update his Constant GrowtI'§ DCF

2 a n a l y s i s ?

3 A . Y e s .  A s  s h o w n  i n  R e b u t t a l  S c h e d u l e s  D - 4 . 4  a n d  D - 4 . 5 ,  M r .  B o u r a s s a  u p d a t e d  h i s  5 -  a n d

4 10-year historical growth metrics in stock price, book value per share ("BVPS"), earnings

5 per share ("EPS") and dividends per share ("DPS") through December 31, 2015. In direct

6 te s t i m o n y ,  h i s  5 -  a n d  1 0 - y e a r  h i s t o r i c a l  a n a l y s i s  r e f l e c te d  g r o w th  t h r o u g h  D e c e m b e r  3 1  ,

7 2014 .6

8

9 Q . D i d  t h e  a b o v e  n o t e d  u p d a t e  t o  M r .  B o u r a s s a ' s  C o n s t a n t  G r o w t h  D C F  a n a l y s i s

1 0 s i g n i f i c a n t l y  a l t e r  t h e  5 -  a n d  1 0 -  y e a r  g r o w t h  r a t e s  i n  B V P S ,  E P S ,  a n d  D P S  f o r  M r .

1 1 B o u r a s s a ' s  s a m p l e  g r o u p  o f  c o m p a n i e s ?

1 2 A . N o ,  n o t  r e a l l y . 7  T h e  c r i t i c a l  f a c t o r  e x p l a i n i n g  t h e  r e d u c t i o n  t o  M r .  B o u r a s s a ' s  C o n s t a n t

1 3 G r o w t h  D C F  c o s t  o f  e q u i t y  e s t i m a t e s  r e l a t e  t o  s t o c k  p r i c e  g r o w t h  a n d  t h e  i n p u t s  u s e d  i n

1 4 its computation (i.e., actual closing stock prices vs. adjusted closing stock prices).

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

6 As noted in direct testimony (See Cassidy Direct, p, 42), Mr. Bourassa made an additional overstatement to
his 5-year stock price growth rate by computing stock price growth over a 62-month period, rather than a 60-
month per iod. RUCO has confirmed that for  purposes of his updated Constant Growth DCF analysis in
Rebuttal, Mr. Bourassa has properly computed 5-year stock price growth over a 60-month period .
7 A review of Schedule D-4.4 filed in Mr. Bourassa's rebuttal testimony as compared to that filed in direct
testimony reveals no change to the 5-year BVPS growth rate, with 5-year growth in EPS and DPS for Mr.
Bourassa's sample companies being slightly higher in Rebuttal than in Direct. A comparable review of
Schedule D-4.5 reveals a decrease to the 10-year BVPS growth rate in Rebuttal, with 10-year sample average
growth in EPS and DPS being slightly higher in Rebuttal than in Direct.

6
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1

2

3

4

Both in Direct and Rebuttal, Mr. Bourassa presents his Constant Growth DCF

indicated cost of equity estimates in Schedule D-4.7 (Pages 1 & 2). What impact

did the significant reductions to Mr. Bourassa's stock price growth rates have upon

his Constant Growth DCF indicated cost of equity estimates in this proceeding?

5 A.

6

7

The following presents Mr. Bourassa's Constant Growth DCF indicated cost of equity,

both as presented in direct testimony and as modified in rebuttal testimony, in Schedule

D-4.7 (Pages 1 8< 2):

8

g Constant Growth DCF - Indicated Cost of Equity

10 As Filed in
Direct_

As Filed in
Rebuttal

11 Sch. D-4.7 (D. 1)
8.29 %
8.99 %

Sch. D-4.7 (D. 1)
7.43 %
9.03 %12

Average
Adjusted Average

Basis Point
Change
- 86 bps
+ 4 bps

13
Sch. D-4.7 (D. 2) Sch. D-4.7 (D. 2)

14
Average
Adjusted Average

9.76 %
10.23 %

8.31 %
9.15 %

145 bps
108 bps

15

16
As seen above, the modification made to Mr. Bourassa's DCF methodology in rebuttal

17

18

19

20

21

testimony resulted in an 8§ basis point reduction to the sample average cost of equity

estimate (8.29% - 7.43% = 0.86%) as reported in Schedule D-4.7 (Page 1), and a 145

basis point reduction to the sample average cost of equity estimate (9.76% - 8.31% =

1.45% ) as reported in Schedule D-4.7 (Page 2). For purposes of h is analysis, Mr.

Bourassa relies on adjusted average cost of equity estimates derived from his Constant

22

23

24

7

Q.
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1 Growth DCF model.8 Thus, while the adjusted average Constant Growth DCF estimate

2 as reported in Schedule D-4.7 (Page 1) essentially remained unchanged (i.e., 8.99% in

3 Direct and 9.03% in Rebuttal), there was a 108 balLs poir 'eductioQ to the adjusted

4 average DCF cost of equity estimate (10.23 - 9.15% = 1.08%) as reported in Schedule D-

5 4.7 (Page 2).

6

7 Q. Are the above reductions to Mr. Bourassa's Constant Growth DCF indicated cost

8 of equity summarized in Rebuttal Schedule D-4.1?

9 A. Yes. As shown in Rebuttal Schedule D-4.1, the indicated cost of  equity estimates

10 obtained from Mr. Bourassa's Constant Growth DCF analyses range from a low of 9.0

11 percent to a high of 9.2 percent. As shown in Schedule D.4.1 filed in direct testimony, Mr.

12 Bourassa's Constant Growth DCF indicated cost of  equity ranges from a low of  9.0

13 percent to a high of 10.2 percent. Thus, as presented in Schedule D-4.1, Mr. Bourassa's

14 rebuttal testimony reflects a 1Q0 basis_point reduction (i.e., 10.2% - 9.2% = 1.0%) to the

15 Constant Growth DCF indicated cost of equity.

16

17

18

19

20

21

22

23

24

8 For purposes of his Constant Growth DCF analysis, Mr. Bourassa relies on the adjusted average indicated
cost of equity as shown in Schedule D-4.7 (Pages 1 & 2) in both Direct and Rebuttal, rather than the sample
average indicated cost of equity. In direct testimony, Mr. Bourassa excludes from consideration cost of equity
estimates obtained from those sample companies which are less than 7.1 percent, in rebuttal testimony, he
excludes from consideration cost of equity estimates less than 7.0 percent. (See Bourassa Schedules D-4.7
(Pages 1 8t 2), footnote 4.)

8
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Q.

2

3

4

Turning now to Mr. Bourassa's Risk Premium analysis, does a review of Rebuttal

Schedule D-4.1 suggest that the above noted 100 basis point decrease to Mr.

Bourassa's Constant Growth DCF indicated cost of equity has been offset by a 20Q

basis point increase to his Risk Premium indicated cost of equity?

5 A. Yes. As shown in Rebuttal Schedule D-4.1, Mr. Bourassa's updated Risk Premium

6

7

indicated cost of equity is reported to be 12.5 percent, in direct testimony, Schedule D-4.1

reports this same Risk Premium indicated cost of equity to be 10.5 percent (12.5% - 10.5%

8 2.0%).

9

10 Q.

11

12

In obtaining a 200 basis point increase to his Risk Premium indicated cost of equity,

did Mr. Bourassa modify his Risk Premium methodology in rebuttal testimony, and

if so, what is his stated justification for doing so?

13 A.

14

15

16

17

18

19

20

21

22

23

Yes, Mr. Bourassa did modify his Risk Premium methodology, but his rebuttal testimony

provides no meaningful explanation as to the reasons why. In Rebuttal (p. 5, lines 6-7),

and almost in passing, he states "I have also changed the inputs to my risk premium

method for total returns." Subsequently, after acknowledging that he had learned from

RUCO that it is possible to compute total returns using adjusted closing stock prices, he

states (Rebuttal, p. 6) "now that I compute the historical returns from the adjusted closing

stock price and provide the computations in my work papers, RUCO can confirm the

calculations for the historical returns listed on Rebuttal Schedule D-4.9." Finally, it is only

in a footnote (Rebuttal, p. 6, footnote 20) that Mr. Bourassa provides even a modicum of

information as to the changes actually made to his Risk Premium methodology: "Now that

I am computing returns from §qjusted_Q9§ing prices reported by Y_ghoo l11_gnce, I

24

9

1

I'll ll



Surrebuttal Testimony of John A. Cassidy
Liberty Utilities (Bella Vista Water and Rio Rico Water & Sewer) Corp.
Docket No. W-02465A-15-0367, et al.

1 20 years as the Yahoo Finance data

2 allows me to"

have expanded the number of years from 16 to

(emphasis added).

3

4 Q.

5

6

7

As shown in Schedule D-4.9, in direct testimony Mr. Bourassa's Risk Premium

model incorporated historical total returns for his sample companies over the 16-

year period, 1999-2014. In Rebuttal, over what 20-year period has Mr. Bourassa

expanded his Risk Premium analysis?

8 A.

g

10

11

12

As shown in Rebuttal Schedule D-4.9, Mr. Bourassa expanded his Risk Premium analysis

to include total return data for his sample group of companies over the 20-year period,

1996-2015. Thus, his modified Risk Premium analysis includes historical total returns for

the three years (i.e., 1996-1998) immediately preceding his original 16-year study period,

and has been updated to include total return data for the most recent year available, 2015.

13

14 Q.

15

16

Mr. Bourassa's proxy group consists of seven publicly-traded sample companies,

one of which is York Water. In checking the Yahoo Finance! website, what is the

earliest date historical stock prices are made available for York Water?

17 A.

18

The earliest date historical stock price information is made available for York Water on

the Yahoo Finance website is May 3, 1999.

19

20

21

22

23

24

10



Surrebuttal Testimony of John A. Cassidy
Liberty Utilities (Bella Vista Water and Rio Rico Water & Sewer) Corp.
Docket No. W-02465A-15-0367, et al.

1 Q. In light of the above, is it possible for Mr. Bourassa to compute total returns for

2 York Water in the first three years (i.e., 1996, 1997 and 1998) of his expanded Risk

3 Premium analysis using, as he maintains, "adjusted closing prices reported by

4 Yahoo Finance?"

5 A. No, it is not. Furthermore, for the reasons noted in direct testimony (See Cassidy Direct,

6 pp. 48-49, lines 1:8), Yahoo Finance! adjusted closing prices don't "allow" Mr. Bourassa

7 to compute a 1999 annual total return for York Water, either.

8

9 Q. Does this mean that in expanding his Risk Premium methodology from 16 years to

10 20 years, total return data for York Water is entirely excluded from Mr. Bourassa's

11 analysis in each of the first four years (i.e., 1996-1999)?

12 A. Yes, as 2000 is the first year in which annual total returns can be obtained for York Water

13 using adjusted closing prices from the Yahoo Finance! website.

14

15 Q. Does Mr. Bourassa appear to be troubled by the exclusion of data for York Water

16 from his Risk Premium analysis in these first four years?

17 A. Apparently not, as evidenced by his acknowledgment (See Bourassa Rebuttal, p, 14, lines

18 3-12) that in assigning a zero percent (i.e., 0.0%) total return to York Water for 1999 in

19 direct testimony, his "Risk Premium cost of equity estimate result was understated"

20 (emphasis added).9 That Mr. Bourassa can see fit to modifying his Risk Premium analysis

21

22

23

24

9 As shown in Rebuttal Schedule D-4.9, the annual total return for Mr. Bourassa's sample companies in 1999
is reported to be 30.73 percent, and exceeds by 445 basis points the 26.28 percent 1999 total return figure
reported in Schedule D-4.9 in direct testimony (30.73% - 26.28% = 4.45%). This so-called "understatement"
is explained by Mr. Bourassa having given tacit recognition to York Water as a sample company in direct
testimony, but electing not to do so in rebuttal testimony. Specifically, a review of Mr. Bourassa's work papers
indicates that the 26.28 percent sample average annual total return was obtained by adding the individual total
returns for each of the six sample companies for which Yahoo Finance! adjusted closing prices allow a 1999

11
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1 in a manner which further_e>gcludes total return data for a sample company not only calls

2 into question his motive for doing so, but begs the question, "Why even bother having a

3 proxy group in the first place?"

4

5 Q. Does a cursory review of Rebuttal Schedule D-4.9 provide insight into Mr.

6 Bourassa's motive for having expanded his Risk Premium analysis from 16 years

7 to 20 years?

8 A. Yes, a review of Rebuttal Schedule D-4.9 makes it abundantly clear why Mr. Bourassa

g elected to modify his Risk Premium analysis to cover the 20-year period, 1996-2005. As

10 can be seen, in the first four years (i.e., 1996 -1999) of his 20-year analysis, Mr. Bourassa

11 obtains (i) the three highest annual total returns in his analysis, two of which exceed 30.0

12 percent (i.e., 36.12% in 1997, and 30.73% in 1999), and (ii) the two highest annual risk

13 premiums in his analysis, both of which exceed 20.0 percent (i.e., 29.51% in 1997, and

14 24.86% in 1999). In turn, these higher metrics allow Mr. Bourassa to obtain a 20-year

15 average annual risk premium of 8.9 percent, a figure 250 basis points higher than the 6.4

16 percent 16-year average annual risk premium reported in Schedule D-4.9 of Mr.

17 Bourassa's direct testimony (8.9% - 6.4% = 2.5%).

to

19

20

21

22

23

24

annual total return to be computed, anddividing the summation quantity by 7. In so doing, Mr. Bourassa gave
tacit recognition to York Water as being in his proxy group, with the 1999 total return assigned to York being,
by implication, 0.0%. For purposes of rebuttal testimony, however, Mr. Bourassa obtains the higher 30.73
percent 1999 annual total return by using the same inputs, but dividing the summation Quantity bV 6.

12
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1 Q .

2

3

For the reasons noted in direct testimony (See Cassidy Direct, PP- 49-51, lines 1:16),

it is RUCO's position that Mr. Bourassa's original Risk Premium analysis should

Given the

4

5

6

properly have been confined to the 15-year period, 2000-2014.

modifications made to Mr. Bourassa's Risk Premium methodology in Rebuttal,

does RUCO believe that his expanded Risk Premium analysis should be confined

to the 16-year period, 2000-2015?

7 A. Yes.

8

9 Q.

10

Has RUCO prepared a restatement of Rebuttal Schedule D-4.9 to fully demonstrate

why this is the case?

11 A.

12

13

14

15

16

17

18

19

20

21

Yes, RUCO has prepared a restatement of Bourassa Rebuttal Schedule D-4.9 which

clearly demonstrates that annual total returns obtained in the first four years (i.e., 1996-

1999) of Mr. Bourassa's analysis are not representative of those achieved by his seven

sample companies over the last 16-year period, 2000-2015. As shown in Surrebuttal

Exhibit JAC-A, over the 4-year period, 1996-1999, annual total returns for six of Mr.

Bourassa's seven sample companies (York Water having been excluded) averaged 27.29

percent, resulting in an average annual risk premium of 21 .10 percent. In contrast, over

the full 20-year period included in Mr. Bourassa's expanded Risk Premium analysis, 1996-

2015, annual total returns averaged 13.71 percent, resulting in an average annual risk

premium of 8.95 percent. Finally, and to demonstrate just how significant the results from

1996-1999 are to Mr. Bourassa's overall Risk Premium analysis, annual total returns for

22 his seven sample companies over the 16-year period, 2000-2015, averaged 10.31.

23

24

percent, resulting in an average annual risk premium of 5.91 percent. It should be noted

that in absolute terms, the 27.29 percent average total return in years 1996-1999 exceeds

13
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1

2

3

4

5

6

7

8

the 10.31 percent average total return in years 2000-2015 by 1,698 basis points (27.29%

- 10.31 °/> = 16.98°/>), which in relative terms equates to a factor of 2.65_x_(27.29% / 10.31 %

I 2.65). It should further be noted that in absolute terms, the 21.10 percent average

annual risk premium in years 1996-1999 exceeds the 5.91 percent average annual risk

premium in years 2000-2015 by 1,519 basis poi (21 .10% - 5.91% = 15.19%), which in

relative terms equates to a factor of 3.57X (21 .10% / 5.91% = 3.57). Clearly, therefore,

inclusion of total returns obtained in years 1996-1999 is improper, for reasons which Mr.

Bourassa, himself, acknowledges (See Cassidy Direct, pp. 49-50, lines 16:5).

g

10 Q.

11

Mr. Cassidy, in Rebuttal (See Bourassa Rebuttal, p. 15, lines 1:11) Mr. Bourassa

asserts that your analysis is "results oriented" and "blatantly self-serving." How

12 do you respond?

13 A.

14

Rather than dignifying his criticisms with a response, I will simply allow the above cited

absolute and relative differences in Mr. Bourassa's Risk Premium results, obtained over

15

16

a 4-year period (i.e., 1996-1999) as compared to those obtained over a 16-year period

(i.e., 2000-2015), to speak on my behalf.

17

18 Q.

19

What long-term Treasury Bond rate did Mr. Bourassa employ in Rebuttal, and was

it different from the Treasury Bond rate used in his Risk Premium analysis as filed

20 in direct testimony?

21 A.

22

23

24

As shown in Rebuttal Schedule D-4.9, Mr. Bourassa employed a forecasted long-term

Treasury Bond rate of 3.6 percent, and yes, it is50 basis points lower than the 4.1 percent

forecasted long-term Treasury rate used in his original Risk Premium analysis, as shown

in Schedule D-4.9 filed in direct testimony (4.1% - 3.6% = 0.5%).

14
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1 Q. Holding all other factors constant, is Mr. Bourassa's use of a lower Treasury Bond

2 rate in rebuttal testimony suggestive of a reduction, rather than an increase, to the

3 cost of equity?

4 A.

5

Yes, which further underscores why there can be no justification for a 200 basis point

increase to his Risk Premium derived estimated cost of equity in rebuttal testimony.

6

7 Q.

8

9

In closing on the issue of Mr. Bourassa's modified Risk Premium analysis, does

use of a forecasted long-term Treasury rate further overstate the estimated cost of

equity in Mr. Bourassa's Risk Premium analysis?

10 A.

11

12

13

Yes, as Mr. Bourassa, himself, states that the "general approach" of the Risk Premium

methodology calls for use of "the current debt yield" (emphasis added) in the derivation

of an estimated cost of equity (See Cassidy Direct, p. 49, lines 10-16, See also, Cassidy

Direct, pp. 54-55, lines 9:10).

14

15 Q. What is the current yield on the 30-year long-term Treasury Bond, and how does it

16

17

compare to the 3.6 percent forecasted Treasury Bond rate used in Mr. Bourassa's

expanded Risk Premium analysis in rebuttal testimony?

18 A.

19

20

21

As shown in Surrebuttai Schedule JAC-4 (Page 1), the current 3-month average yield on

the 30-year U.S. Treasury Bond is 2.57 percent. Thus, Mr. Bourassa's use of a forecasted

3.6 percent long-term Treasury rate overstates his Risk Premium derived estimated cost

of equity by an additional 103 basis points (3.60% - 2.57% = 1.03°/0) in rebuttal testimony.

22

23

24

15
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1 Q.

2

Finally, in restating Bourassa Rebuttal Schedule D-4.9, what did RUCO determine

the Risk Premium estimated cost of equity to be for Mr. Bourassa's seven sample

3 companies?

4 A.

5

6

7

8

9

10

As shown in Surrebuttal Exhibit JAC-A, based upon (i) a 5.91 percent sample average

annual risk premium obtained over the 16-year period, 2000-2015, and (ii) a 2.57 percent

current long-term Treasury Bond yield, RUCO determined the Risk Premium derived

estimated cost of equity for Mr. Bourassa's sample companies to be 8.48_percent (5.91%

+ 2.57% 8.48%). This 8.48 percent estimated cost rate is 402_basis points lower than

the 12.50 percent estimated cost of equity reported in Rebuttal Schedule D-4.9 (12.50%

- 8.48% = 4.02%).

11

12 Q.

13

Turning now to Mr. Bourassa's CAPM analysis, does RUCO have any comments

regarding his updated CAPM cost of equity estimates in rebuttal testimony?

14 A.

15 lower

16

17

18

19

20

21

Only one, and that is to point out that in updating his CAPM analysis, Mr. Bourassa's

CAPM indicated cost of equity estimates are in rebuttal testimony than in direct

testimony. A comparison of Rebuttal Schedule D-4.11 to Schedule D-4.11 as filed in

Direct indicates that this reduction is attributable to the following changes: (i) a reduction

in the forecasted risk-free rate (from 4.1 percent to 3.6 percent), (ii) a reduced sample

average beta coefficient (from 0.73 to 0.69), and (iii) a reduction to the current market risk

premium (from 8.93 percent to 8.25 percent). As shown in Rebuttal Schedule D-4.11, Mr.

Bourassa's updated CAPM cost of equity estimates range from 8.4 percent to 9.3 percent,

22 In contrast, as shown in Schedule D-4.11, in direct

23

24

for an average of 8.9 percent.

testimony Mr. Bourassa's CAPM cost of equity estimates ranged from a low of 9.2 percent

to a high of 10.6 percent, for an average of 9.9 percent. Thus, unlike cost of equity

16
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1

2

3

4

estimates obtained from his expanded Risk Premium analysis suggesting an upward 200

basis point increase, Mr. Bourassa's updated CAPM analysis suggests a downward 100

basis point reduction(9.9% - 8.9% :: 1.0%) to the cost of equity for his sample companies

since the filing of direct testimony in this docket.

5

6 Q.

7

Despite the above noted reductions made to Mr. Bourassa's CAPM cost of equity

estimates in Rebuttal, does use of a 3.6 percent forecasted risk-free rate continue

8 to overstate his CAPM results?

9 A.

10

11

12

Yes, it does. As noted earlier, the current 3-month average yield on the 30-year U.S.

Treasury Bond is2.57_ Qercent. Thus, Mr. Bourassa's forecasted3.5 percent risk-free rate

overstates by an additional 103 basis points his CAPM cost of equity estimation results in

rebuttal testimony (3.60% - 2.57% = 1.03°/>).

13

14 Q.

15

Thank you. In Rebuttal, does Mr. Bourassa continue to make provision for upward

adjustments to the cost of equity for both Liberty Bella Vista and Liberty Rio Rico

16 for unique risklsmall size?

17 A. Yes. As noted (See Bourassa Rebuttal, p. 6, lines 9-19), Mr. Bourassa makes a 100 basis

18

19

20

21

point upward risk premium adjustment to his recommended cost of equity for Liberty Rio

Rico (down from 110 basis points in Direct), and a 205 basis point upward risk premium

adjustment to his recommended cost of equity for Liberty Bella Vista (up from 190 basis

points in Direct).

22

23

24

17
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1 Q.

2

Does RUCO continue to object to upward adjustments being made to the cost of

equity for unique risk/small size for both Liberty Rio Rico and Liberty Bella Vista?

3 A. Yes, for the reasons noted in direct testimony (See Cassidy Direct, pp. 60-63).

4

5 Q. In Rebuttal (See Bourassa Rebuttal, p.13, lines 5-8), Mr. Bourassa makes reference

6

7

8

9

1 0

1 1

1 2

t o  a  " s im p le ,  c o m m o n - s e n s e  ' s m e l l  t e s t , " '  a n d  s u g g e s t s  t h a t  wh i le  h is  c o s t  o f  e q u i t y

r e c o m m e n d a t i o n s  p a s s  t h e  t e s t  w i t h  f l y i n g  c o l o r s ,  t h o s e  p u t  f o r w a r d  b y  b o t h  S t a f f

a n d  R U C O  d o  n o t .  S i n c e  f i l i n g  d i r e c t  t e s t i m o n y  i n  t h i s  d o c k e t ,  h a s  R U C O  o b t a i n e d

i n f o r m a t i o n  w h i c h  s u g g e s t s  t h a t  c o s t  o f  e q u i t y  e s t i m a t e s  r e c o m m e n d e d  b y b o t h

S t a f f  a n d  R U C O a r e  s u f f i c ie n t  t o  p a s s  t h e  ' s m e l l  t e s t '  o f  A lg o n q u in  P o we r  &  U t i l i t i e s

C o r p o r a t io n  ( " A P U C " ) ,  t h e  u l t im a t e  p a r e n t  o f  b o t h  L ib e r t y  R io  R ic o  a n d  L ib e r t y  B e l la

V i s t a ?

1 3 A . Y e s .

1 4

1 5 Q . P l e a s e  c o n t i n u e .

1 6 A . I n  a  d o c u m e n t  m a d e  a v a i l a b l e  o n  t h e  A P U C  w e b s i t e , 1 0  A P U C  m a n a g e m e n t  i d e n t i f i e s  a s

1 7

1 8

1 9

2 0

a strategic objective/financial goal sustainable, annual dividend growth of 10 percent

(See APUC Investor Presentation, p, 4), the achievement of which is made possible by

the "predictable earnings, strong cash flow and return protection" from APUC's regulated

utility portfolio of water, electric and gas distribution utility systems, predicated on

2 1

2 2

2 3
10

2 4
Algonquin Power & Utilities Corp., "investor Presentation," (May 2016).

http://investors.algonquinpower.com/Cache/1500087151 .PDF?Y=&O=PDF&D=&fid=1500087151 &T=8.iid=41
42273

1 8
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1 "Regulated ROE's 9% -

2

10%" (See APUC Investor Presentation, p. 6). A copy of the

May, 2016 APUC Investor Presentation is attached as RUCO Exhibit JAC-B.

3

4 Q.

5

Are Liberty Bella Vista and Liberty Rio Rico included among the water distribution

utility systems in the above referenced APUC regulated utility portfolio?

6 A.

7

Yes, both Liberty Bella Vista and Liberty Rio Rico are regulated water utilities within

APUC's Distribution Group (See APUC Investor Presentation, map on p. 5).

8

g Q. In light of the above, should consideration be given to Mr. Bourassa's

10

11

recommended 10.8 percent and 11.6 percent cost of equity estimates for Liberty

Rio Rico and Liberty Bella Vista, respectively, in this docket.

12 A.

13

14

15

16

17

No. In fact, RUCO strongly recommends that Mr. Bourassa's testimony be given no

weight in this proceeding, as his recommended cost of equity has remained unchanged

from Direct to Rebuttal despite significant reductions to both his Constant Growth DCF

and CAPM cost of equity estimation results. That Mr. Bourassa conveniently offsets those

reductions to his overall cost of equity results with a 200 basis point increase to his

modified Risk Premium analysis strains all credibility and discredits his analysis.

18

19 Q.

20

21

Mr. Cassidy, are you aware of an instance in which Mr. Bourassa's cost of capital

testimony has previously been discredited in an evidentiary proceeding before a

jurisdictional regulatory utility commission?

22 A.

23

Yes. Mr. Bourassa testified at a hearing as the cost of capital witness on behalf of the

Municipality of Anchorage d/b/a Municipal Light and Power Department ("ML&P") before

24

19

lllllll\\ l
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1 t h e  R e g u l a t o r y  C o m m i s s i o n  o f  A l a s k a , ' * I n  i s s u i n g  i t s  O r d e r  i n  t h i s  c a s e  t h e  A l a s k a12
I

2 C o m m i s s i o n  s t a t e d  a s  f o l l o w s :

3

4

" E q u a l l y  i m p o r t a n t  i n  o u r  d e c i s i o n  o n  a  f a i r  R O E  i s  o u r  w e i g h i n g  o f  t h e
t e s t i m o n y  p r e s e n t e d  a t  h e a r i n g . T h e  t e s t i m o n y  f r o m  M L & p ' s  R O E
e x p e r t  a t  h e a r i n g  l e f t  u s  w i th l i t t l e  g x f i d e n c e i n  t h e  R O E  a d v o c a t e d  b y
M L & p . " 1 3  ( e m p h a s i s  a d d e d )

5

6 A  c o p y  o f  th e  a b o v e  p a s s a g e  a s  i t  a p p e a r s  i n  th e  d i s c u s s io n  o f  Co s t  o f  Eq u i t y  i n  th e  Or d e r

7 i s s u e d  b y  A l a s k a  C o m m i s s i o n  i s  p r o v i d e d  a s  R U C ( )  E x h i b i t  J A C - C .

8

9 A s  f i l e d  i n  d i r e c t  t e s t i m o n y ,  M r .  B o u r a s s a  p r o v i d e s  a n  e x h i b i t  s u m m a r i z i n g  h i s

1 0 r e g u l a t o r y  w o r k  e x p e r i e n c e . I s  M r .  B o u r a s s a ' s  c o s t  o f  c a p i t a l  t e s t i m o n y  i n  t h e

1 1 above referenced ML&P docket in Alaska (i.e., Docket No. U-13-184) listed in that

1 2 s u m m a r y  e x h i b i t ?

1 3 A . Yes.14

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

11 Municipality of Anchorage d/b/a Municipal Light and Power Department, Docket No. U-13-184.
12 Mr. Bourassa adopted and sponsored direct cost of capital testimony prepared on behalf of ML&P by Dr.
Thomas Zepp. Mr. Bourassa reviewed Dr. Zepp's direct testimony, agreed with it, and willingly adopted it as
his own. Prior to the hearing Mr. Bourassa prepared pre-filed Reply testimony on behalf of ML&P. See
Transcript of Bourassa Testimony (pp, 1089-1471 ):
http://rca.alaska.dov/RCAWebNiewFile.aspx?id =93541019-48BF-4EOB-8C1 F-64F14A716371
13 See Order No. 22, issued by the Regulatory Commission of Alaska in Docket No. U-13_184, dated July 16,
2 0 1 5  ( p ,  5 4 ,  l i n e s  4 - 6 ) . http://rca.alaska.goviRCAWebNiewFile.aspx?id=bb33a601-3dc1-4e83-abd5-
aaacob3fae52
14 See Exhibit TJB-1, (Page 3 of 15).

2 0

Q .
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1 Q .

2

3

4

A s  u p d a t e d ,  R U C O ' s  r e c o m m e n d e d  c o s t  o f  e q u i t y  i s  9 . 1 2  p e r c e n t . D o e s  R U C O

b e l i e v e  t h e  A r i z o n a  C o r p o r a t i o n  C o m m i s s i o n  ( " T h e  C o m m i s s i o n " )  s h o u l d  c o n s i d e r

a u t h o r i z a t i o n  o f  a  r e t u r n  o n  e q u i t y  f o r  L i b e r t y  B e l l a  V i s t a  a n d  L i b e r t y  R i o  R i c o  i n

e x c e s s  o f  R U C O ' s  r e c o m m e n d e d  9 . 1 2  p e r c e n t  c o s t  o f  e q u i t y  i n  t h i s  p r o c e e d i n g ?

5 A .

6

7

8

9

1 0

1 1

1 2

1 3

No ,  and  fo r  two p r i m a r y  r e g i o n s .  F i r s t  a n d  f o r e mo s t ,  A P U C  a c k n o w le d g e s  t h a t  a u th o r i z e d

R O E ' s  b e t w e e n  9 . 0  p e r c e n t  a n d  1 0 . 0  p e r c e n t  o n  i t s  r e g u l a t e d  u t i l i t y  p o r t f o l i o  o f  w a t e r

d i s t r i b u t i o n  u t i l i t y  s y s t e m s  a r e  s u f f i c i e n t  t o  a l l o w  t h e  u l t i m a t e  p a r e n t  c o m p a n y  o f  b o t h

L i b e r t y  B e l l a  V i s t a  a n d  L i b e r t y  R i o  R i c o  t o  a c h i e v e  s u s t a i n a b l e  d i v i d e n d  g r o w t h  o f  1 0 . 0

p e r c e n t  a n n u a l l y .  T h u s ,  b e c a u s e  R U C O ' s  9 . 1 2  p e r c e n t  r e c o m m e n d e d  c o s t  o f  e q u i t y  l i e s

w i t h i n  t h i s  9 . 0 - 1 0 .0  p e r c e n t  r a n g e ,  t h e r e  i s no  r eason . t o  b e l i e v e  i t  s h o u l d  b e  c o n s i d e r e d

a s  s o m e t h i n g  o t h e r  t h a n  a  f a i r  a n d  r e a s o n a b l e  r a t e  o f  r e t u r n .  S e c o n d ,  t h e  b e n e f i c i a r y  o f

s u s ta i n a b le ,  1 0 .0  p e r c e n t  a n n u a l  d i v i d e n d  g r o w th  a r e  t h e  e q u i t y  i n v e s to r s  h o l d i n g  s h a r e s

o f  A P U C  c o m m o n  s t o c k ,  n o t  t h e  r a t e p a y e r s  s e r v e d  b y  L i b e r t y  B e l l a  V i s t a  a n d  L i b e r t y  R i o

1 4 R i c o . A s  s u c h ,  r a t e p a y e r s  s h o u l d  n o t  b e  b u r d e n e d  w i t h  r a t e s  e s t a b l i s h e d  u s i n g  a n

1 5 a u th o r i z e d  r a te  o f  r e tu r n  i n  e x c e s s  o f  t h a t  wh i c h  c a n  p r o v id e  fo r  s u c h  1 0 .0  p e r c e n t  a n n u a l

1 6 g r o w t h  i n  t h e  d i v i d e n d  p a i d  t o  A P U C  s h a r e h o l d e r s .

1 7

1 8 Q .

1 9

H o w  d o e s  A P U C ' s  t a r g e t e d  1 0 . 0  p e r c e n t  a n n u a l  d i v i d e n d  g r o w t h  r a t e  c o m p a r e  t o

t h e  d i v i d e n d  g r o w t h  r a t e s  e x p e r i e n c e d  b y  R U C O ' s  s a m p l e  c o m p a n i e s ?

2 0 A .

2 1

2 2

2 3

2 4

F o r  p u r p o s e s  o f  i t s  a n a l y s i s  R U C O  u s e s  a  c o m p o s i t e  d i v i d e n d  g r o w t h  r a t e  b a s e d  u p o n

g r o w t h  i n  E P S ,  D P S  a n d  B V P S .  A s  s h o w n  i n  S u r r e b u t t a l  S c h e d u l e  J A C - 3  ( P a g e  2 ) ,

R U C O ' s  5 - y e a r  s a m p l e  a v e r a g e  d i v i d e n d  g r o w t h  r a t e  i s  6 . 2  p e r c e n t ,  w h i l e  i t s  5 - y e a r

p r o j e c t e d  d i v i d e n d  g r o w t h  r a t e  i s  5 . 4  p e r c e n t .  T h u s ,  A P U C ' s  t a r g e t e d  1 0  p e r c e n t  a n n u a l

d i v i d e n d  g r o w t h  r a t e  f a r  e x c e e d s  t h a t  o f  R U C O ' s  s a m p l e  c o m p a n i e s .

2 1
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1 Q. How does the dividend yield paid on APUC common stock compare to the dividend

2 yield currently paid on common shares of RUCO's sample companies?

3 A.

4

5

6

7

8

As shown in Surrebuttal Schedule JAC-3 (Page 3), the sample average current dividend

yield on RUCO's sample group of companies is 2.22 percent. In contrast, in market

trading on July 11, 2016, the current indicated dividend yield on APUC common shares

was reported to be 4.54 percent (Source: http://vvww.bloomberg.com/quote/AQN:CN).

Thus, the current dividend yield on shares of Apuc common stock exceeds that of

RUCO's proxy group of companies by a factor of 2.05X (4.54% / 2.22% = 2.05).

9

10 Q.

11

12

Does this mean that the percentage of earnings paid out in the form of a dividend

by APUC is more than twice that paid out by RUCO's sample companies on a per

share basis?

13 A.

14

15

Yes, which gives r ise to the secondary reasons why RUCO bel ieves i t  would be

inappropriate for the Commission to authorize a rate of return in excess of 9.12 percent

in this proceeding. As shown in RUCO Exhibit JAC-D, these secondary reasons are as

16 follows:

17 •

18 •

19 •

20 •

21

22

•

23

APUC's dividend per share has consistently exceeded APUC's
earnings per share in each of the last six years, 2010-2015,
Over the 6-year period, 2010-2015, APUC's annual dividend payout
ratio has averaged 215.69 peace_nt,
Over the 5-year period, 2011-2015, APUC's annual dividend payout
ratio has averaged 233.50 percent,
Over the 5-year per iod,  2011-2015,  APUC has experienced
compound annual growth in weighted average common shares
outstanding of 21 .83 percent (253,172,088 weighted average
shares as of December 31, 2015, compared to 94,338,1 QS weighted
average shares as of December 31, 2010), and
Over the 5-year period, 2011-2015, APUC's dividend per share has
grown at a compound annual rate of 15.34 percent (from $0.24
Canadian in 2010 to $0.49 Canadian in 2015).

24
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1 Q. Does RUCO have reason to believe that APUC's dividend payout ratio may continue

2 to exceed 100 percent going forward?

3 A.

4

Yes, for as shown in RUCO Exhibit JAC-E, APUC's dividend payout ratio is expected to

exceed 100 percent both this year and next (i.e., 2016 and 2017).15

5

6 Q. Is the maintenance of a dividend payout ratio in excess of 100 percent sustainable

7 over the long-term?

8 A. No, it is not. This would be true even if the dividend paid to common shareholders

9

10

11

12

experienced no growth. In APUC's case, however, not only has the dividend paid to

common shareholders experienced significant growth, but the number of common shares

outstanding has, likewise, grown significantly. These two factors in combination would be

expected to make the maintenance of a dividend payout ratio in excess of 100 percent

13 over an extended period of time even more burdensome.

14

15 Q.

16

17

18

19

In view of the above observation, and given that APUC management has identified

sustainable, annual dividend growth of 10 percent as a strategic objective/financial

goal to be achieved going forward, is there reason to believe that APUC allows

Liberty Bella Vista and Liberty Rio Rico to retain any significant portion of its

operating earnings to fund ongoing and necessary infrastructure capital projects?

20 A.

21

In all probability, no, as the lion's share of those operating profits would be needed to fund

the payment of APUC's common stock dividend to shareholders.

22

23

24 15 Source: 4-traders.com
1409025/financials/

Thompson Reuters. http://wv\An.4-traders.com/ALGonQUIn-powER-UT|LIT|-

23



Surrebuttal Testimony of John A. Cassidy
Liberty Utilities (Bella Vista Water and Rio Rico Water & Sewer) Corp.
Docket No. W-02465A-15-0367, et al.

1 Q.

2

Mr. Cassidy, have you had an opportunity to read the rebuttal testimony filed by

company witness, Mr. Matthew Garlick, in this docket?

3 A. Yes, I have.

4

5 Q.

6

7

In reading Mr. Garlick's rebuttal testimony, does he address the willingness of

APUC to make investment capital available to Liberty Bella Vista and Liberty Rio

Rico to fund ongoing and necessary investments in plant?

8 A.

9

10

11

12

13

14

Yes, he does (See Garlick Rebuttal, p. 3, lines 11-17). Mr. Garlick states "[i]t is getting

increasingly difficult to get capital from APUC for timely investment in plant in Arizona."

Although the context of his discussion is couched in terms of the FARE Program being

proposed by the Company, Mr. Garlick goes on to say that it is "extremely unlikely that

we will be able to fund anything but those capital projects that are absolutely necessary

and cannot be put off any longer." In closing on this matter, Mr. Garlick concludes with

the following observation: "l don't think that's a good way to have to run a business, nor

15 do I think consumers benefit from making Arizona more unattractive to the investment

16 community" (emphasis added).

17

18 Q. Mr. Cassidy, how do you respond to the above comments made by Mr. Garlick?

19 A.

20

21

22

23

24

First, the above comments affirm the point made earlier that the maintenance of APUC's

excessively high dividend payout ratio does not permit Liberty Bella Vista and Liberty Rio

Rico to retain sufficient internally generated operating earnings to complete ongoing and

necessary capital projects, as needed. Second, I agree with Mr. Garlick that waiting to

complete a capital project until it is absolutely necessary is no way to run a business,

especially if  that business happens to be a regulated public service company whose

24
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1 owners have an obligation to provide safe and reliable service to the public. Third, I fail

2

3

4

5

6

7

8

9

10

11

12

to see how APUC's maintenance of an excessively high dividend payout ratio can, or

should, be construed to reflect poorly on the attractiveness of Arizona to the investment

community. Lastly, and returning the discussion to the issue of cost of capital, Liberty

Bella Vista and Liberty Rio Rico ratepayers should get be expected to fund APUC's

excessive dividend payout with an authorized return on equity in excess of RUCO's

recommended 9.12 percent estimated cost rate. To the extent APUC had previously

demonstrated a willingness to assist Liberty Rio Rico and Liberty Bella Vista in the funding

of necessary and timely infrastructure investment projects, then consideration of a higher

authorized rate of return within the range of 9.12 percent to 10.0 percent might have been

appropriate. In view of APUC's apparent unwillingness to do so, however, that option

should be off the table.

13

14 Q. Do you have any final comments you would care to make regarding APUC?

15 A. Yes, but only to point out the following:

16

17

18 •

19 •

20

21 •

22

23
•

24

APUC has experienced rapid growth since 2013,
APUC's rapid growth has largely been made possible by
unrealized foreign currency exchange gains due to the strength
of the U.S. Dollar vis-a-vis the Canadian Dollar,
These foreign currency exchange gains are accounted for as
other comprehensive income,
Over the 3-year period, 2013-2015, comprehensive income
attributable to APUC shareholders has grown from $6,175,000
to $370,004,000 (Canadian$), which equates to 3-year
compound annual growth of 291 .31 percent,
Comprehensive income attributable to APUC shareholders is a
component of Shareholders' Equity on the Balance Sheet, and
strength in the U.S. Dollar has resulted in significant increases
to APUC's Shareholders' Equity, and
Should the Canadian Dollar gain strength vis-a-vis the U.S.
Dollar, foreign currency exchange losses would bring about a
reduction to APUC's Shareholders' Equity.

25
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1 iv. CONCLUSION AND RECOMMENDATIONS

2 Q. Please summarize RUCO's cost of capital recommendations in this proceeding.

3 A.

4 1)

5

6

7

8

RUCO recommends that the Commission adopt the following:

A pro forma capital structure composed of 30.0 percent long-term debt and

70.0 percent common equity,

A cost of debt of 2.75 percent,

A cost of common equity of 9.12 percent, and

An overall rate of return of 7.20 percent.

2)

3)

4)

9

10 Q. Does this conclude your surrebuttal testimony?

11 A. Yes, it does.

12

13

14

15

16

17

18

19

20

21

22

23

24

26
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Test Year Ending December 31, 2014
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Surrebuttal Schedule JAC - 1
Page 1 of 1

WEIGHTED AVERAGE cosT OF CAPITAL _ BELLA VISTA WATER

Line
No

Capitalization
Per Company

RUCO
Aglustments

RUCO Adjusted
Capitalization

Capital
Ratio

Weighed
Cos;

as 2,634,864 $ $ 2,634,864 30.00%

Cost

2.75% 0.82%

Description

1 Long Term Debt

2

3 Common Equity

4

5 TOTAL CAPITALIZATION

6,148,016 $ $ 6,148,016 70.00% 9.12% 6.38%

$8,782,879 $ $8,782,879 100.00% 7.20%

6
7 Indicated cost of debt: 30-day average yield (1 .59%) on the 10-year Treasury Note, measured from June 1

plus 116 basis points (.0159 + .0116 = .0275).
- July 13, 2016,

8
9

10
11
12
13

WEJGHTED AVERAGE COST OF CAPITAL l RIO RICO WATER & SEWER

Capitalization
Per Company

RUCO
Ad1ustme_g;§

RUCO Adjusted
Capitalization

Capital
Ratio

Weighed
Cost

$ 4,938,067 $ $ 4,938,067 30.00%

Cost

2.75% 0.82%

Description

14 Long Term Debt

15

16 Common Equity 11,522,155 $ $ 11,522,155 70.00% 9.12% 6.38%

$16,460,222 $ $16,460,222 100.00% 7.20%

17

18 TOTAL CAPITALIZATION
19
20
21
22

Indicated cost of debt: 30-day average yield (1 .59%) on the 10-year Treasury Note, measured from June 1
plus 116 basis points (.0159 + .0116 = .0275).

- July 13, 2016,
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Surrebuttal Schedule JAC - 2
Page 1 of 1

Cost of Capital - Common Equity
[A] [8] [Cl

Weighted
Average

Cost Estimate
Line

No Cost Estimate
Weighting

Factor

Discounted Cash Flow Model ("DCF") Schedule JAC - 3 8.71 % 40.00% 3.48%

Capital Asset Pricing Model ("CAPM") Schedule JAC - 4 7.37% 20.00% 1.47%

Comparable Earnings Model ("CE") Schedule JAC - 5 30.40% 40.00% 4.16%

Cost of Common Equity 8.82% 9.12%

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

[A]: From Schedules JAC-3, JAC-4 and JAC-5

[B]: See Testimony

[CII [A] * [B]
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Surrebuttal Schedule JAC - 3
Page 1 of 4

PROXY GROUP .. DCF ANALYSIS

(B) (C) (D) (E) (F) (G) (|)

Line

M Proxy Group Companies

(A)
Current

Dividend
Yield

4D, I p .

H historic
Retention
Growth

Projected
Retention
Growth

Five Year
Historic

Growth Rate

Prolecied
Per Share

Growth R494

Projected
EPS

Growth
Average
Growth

(H)
Expected
Dlvldend

Yield
( D. l pf. \

DCF
Rates

2.2%

1.8%

2.2%

3.0%

2.3%

2.2%

2.1 %

2.3%

2.1 %

6.1%

4.2%

5.3%

1.6%

3.0%

3.5%

2.3%

5.0%

3.1%

6.0%

4.8%

4.5%

5.7%

7.5%

7.3%

3.7%

4.8%

3.3%

4.8%

4.0%

9.3%

8.5%

9.2%

3.3%

3.7%

6.8%

3.3%

7.5%

4.3%

5.5%

3.8%

3.5%

4.5%

5.3%

3.85%

7.27%

6.05%

4.00%

9.05%

6.00%

2.70%

14.00%

4.90%

6.2%

6.5%

6.5%

3.0%

5.0%

5.0%

3.0%

7.2%

4.3%

2.3%

1.8%

2.2%

3.0%

2.3%

2.2%

2.2%

2.4%

2.1%

8.5%

8.3%

8.7%

6.0%

7.3%

7.2%

5.2%

9.5%

6.5%

2.22% 3.80% 4.50% 6.22% 5.40% G.42% 5.18% 2.28% 7.46%

2.16% 3.54% 4.67% 6.83% 5.42% 6.00% 5.01% 2.23% 7.30%

6.08% 6.78% 8.50% 7.68% 8.71% 7.46%

1 American States Water Co.

2 American Water Works Co., Inc

3 Aqua America, Inc.

4 Artesian Rtesources Corp.

5 California Water Service Group

6 Connecticut Water Service, Inc.

7 Middlesex Water

8 SJW Corporation

9 York Water Company

10

11

12

13 Mean

14

15

16 Median

17

18

19 Com posi teMean

20

21

22 Composite-Median 5.77% 6.90% 9.06% 7.65% 8.23% 7.24%

23
24
25
26
27
28
29
30
31
32
33
34
35

References:
Column (A) - Schedule JAC - 3, page 3 of 4
Column (B) - Schedule JAC - 3, page 4 of 4
Column (C) - Schedule JAC - 3, page 4 of 4
Column (D) and Column (E) . Schedule JAC - 3, page 2 of 4
Column (F) See Yahoo Finance, Growth Estimates - Next 5 Years - Attachment 7
Column (G) - Average Columns (B) through (F)
Column (H) - Column (A) * [1 + Column (G)]
Column (l) . Column (G) + Column (H)

I I
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Surrebuttal Schedule JAC - 3
Page 2 of 4

PROXY GROUP -- PER S_HARE GROWrHiAJES

Line
No

1
Proxy Group Companies

5-Year Historic Growth Rates
EPS DPS BVPS Average

Est'd '13-'15 to '19-'21 Groff Rates
EPS pps BVPS Average

6.0%

8.0%

7.0%

7.0%

10.5%

9.0%

4.0%

4.0%

6.0%

5.7%

7.5%

7.3%

2 American States Water Co.

3 American Water Works Co., Inc

4 Aqua America, Inc.

5 Artesian Rtesources Corp.

6 California Water Service Group

7 Connecticut Water Service, Inc.

8 Middlesex Water

9 SJW Corporation

10 York W ater Company

12.0%

13.0%

13.0%

3.0%

4.0%

9.0%

5.5%

15.0%

6.0%

10.0%
10.0%
7.5%
3.0%
2.0%
2.0%
1.5%
2.5%
2.5%

6.0%

2.5%

7.0%

4.0%

5.0%

9.5%

3.0%

5.0%

4.5%

9.3%

8.5%

9.2%

3.3%

3.7%

6.8%

3.3%

7.5%

4.3%

6.0%

4.5%

3.5%

1.5%

6.0%

6.5%

4.5%

3.0%

6.0%

6.5%

4.0%

2.5%

4.0%

6.0%

5.5%

3.8%

3.5%

4.5%

5.3%3.5%

9
10
11 _
12
13 Reference:
14 Value Line Investment Survey (April 15, 2016) - See Attachment 1
15
16
17

6.2% 5.4%
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Surrebuttal Schedule JAC - 3
Page 3 of 4

PROXY GROUP -- DIVIDEND YIELD

(E)
Line
No Proxy Group Companies

(A)

DPS

(8) (C) (D)
April 2016 I June 2016

Hiqh Low Average Yield

$0.90

$1 .36

$0.71

$0.89

$0.89

$1 .07

$0.80

$0.81

$0.82

$43.83 $37.28 $40.58

$84.54 $68.09 $76.31

$35.88 $30.31 $32.98

$33.94 $28.02 $29.98

$34.95 $28.22 $30.59

$58.27 $43.18 $49.72

$44.11 $30.50 $37.31

$39.38 $31 .38 $35.38

$33.40 $28.54 $29.97

2.2%

1.8%

2.2%

3.0%

2.3%

2.2%

2.1%

2.3%

2.1%

1 American States Water Co.

2 American Water Works Co., Inc

3 Aqua America, Inc.

4 Artesian Rtesources Corp.

5 California Water Service Group

6 Connecticut Water Service, Inc.

7 Middlesex Water

8 SJW Corporation

9 York Water Company

10

11

12

13

14

15

16

17 References :

18 Column (A) - Value Line investment Survey (April 15, 2016) - Fourth Quarter Dividends Annualized

19 Columns (B), (C), and (D) - Yahoo Finance

20

Average 2.22%
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J

4

PROXY GROUP -_ GROWTH RATES _ RETAINED TO COMMON EQUITY

Line
No l_8oxy Group Companies

(A)
2011

(B)
2012

(C)
2013

(D)
2014

(E)
2015 Average 201 s 2012 2019-'21 Average

6.0%
4.5%
7.0%

6.0%
5.0%
7.0%

6.0%
5.0%
5.5%

6.0%
4.8%
4.5%

5 .3 %
3 .5 %
4 .6 %
0 .5 %
2 .3 %
1 .4 %
1 .0 %
3.1 %
2 .5 %

6 .6 %
3 .6%
4 .3 %
2 .5 %
3 .4%
2 .8 %
1 .4 %
3 .3%
2 .4%

6 .8 %
4 .7 %
6 .7 %
0 .9 %
3 .4%
3 .8 %
2 .4 %
2 .8 %
2 .4 %

5 .7%
4 .3 %
6.1 %
1 .6 %
4.1 %
4 .8 %
3.1 %

10 .2%
3 .9%

6 .0 %
4 .7 %
4 .7 %
2 .6 %
2 .0 %
4 .9 %
3 .5 %
5 .7 %
4 .5 %

6 .1 %
4 .2 %
5 .3 %
1 .6 %
3 .0 %
3 .5 %
2 .3 %
5 .0 %
3 .1 %

2.5%
5.0%
3.5%
5.0%
4,0%

4.5%
5.0%
3.5%
5.5%
4.5%

4.0%
4.5%
3.0%
4.0%
3.5%

3.7%
4.8%
3.3%
4.8%
4.0%

1 American States Water Co.
2 American Water Works Co., Inc
3 Aqua America, Inc.
4 Artesian Rtesources Corp.
5 California Water Service Group
6 Connecticut Water Service, Inc.
7 Middlesex Water
8 SJW Corporation
9 York Water Company

10
11
12 Average

13
14
15 Source: Value Line Investment Suney (April 15, 2016)
16
17
18
19
20

3.8% 4.5%
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Surrebuttal Schedule JAC - 4
Page 1 of 2

CAPITAL ASSET PRICING MODEL _ HISTORICAL MARKET RISK PREMIUM

[B]
Line

No

[A]
Risk Free

Rate BETA

0.75 X

0.70 x

0.75 x

0.55 X

0.75 x

0.60 x

0.70 x

0.75 X

0.70 X

[C]
Risk

Premium

[D]
CAPM

Rates

[E]
CAPM Cost of

Equity CapitalProxy Group Companies

American States Water Co.

American Water Works Co., Inc

Aqua America, Inc,

Artesian Resources Corp.

California Water Service Group

Connecticut Water Service, Inc.

Middlesex Water

SJW Corporation

York Water Company

2.51%

2.51%

2.51%

2.51%

2.51%

2.51%

2.51%

2.51%

2.51%

6_91%

6.91%

6.91%

6.91%

6.91%

6.91%

6.91%

6.91%

6.91%

5.18%

4.84%

5.18%

3.80%

5.18%

4.15%

4.84%

5.18%

4.84%

7.75%

7.41%

7.75%

6.37%

7.75%

5.71%

7.41%

7.75%

7.41%

Average 7.37%

30 year Treasury Bonds20 year Treasury Bonds

April, 2016

May, 2016

June, 2016

Average

2.21%

2.22%

2.02%

2.15%

2.62%

2.63%

2.45%

2.57%

RUCO Risk-Free Rate 2.57%

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

REFERENCES

Column [A]:

Column [B]:

Column [C]:

Column [D]:

Column [E]:

Federal Reserve Selected Interest Rates H.15 - Attachment 2

Value Line Investment Survey (April 15, 2016) - See Attachment 1

JAC - 4, Page 2 of 2

[B] * [C]

[A] + [D]
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Page 2 of 2

i

STANDARD & POOR'S 500 COMPOSITE
20-YEAR u.s. TREASURY BOND YIELDS

RISK PREMIUMS

[A] [B] [C]
Line

EPS BVPS ROE

[D]
20-YEAR
T-BOND

[E]
RISK

PREMIUM£
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

$ 1 2 . 3 3
$ 1 4 . 8 6
$ 1 4 . 8 2
$ 1 5 . 3 6
$ 1 2 . 6 4
$ 1 4 . 0 3
$ 1 6 . 6 4
$ 1 4 . 8 1
$ 1 4 . 4 8
$ 1 7 . 5 0
$ 2 3 . 7 5
$ 2 2 . 8 7
$21 .73
$ 1 6 . 2 9
$ 1 8 . 8 6
$21 .89
$ 3 0 . 6 0
$ 3 3 . 9 6
$ 3 8 . 7 3
$ 3 9 . 7 2
$ 3 7 . 7 1
$ 4 8 . 1 7
$ 5 0 . 0 0
$ 2 4 . 7 0
$ 2 7 . 5 9
$ 4 8 . 7 3
$ 5 8 . 5 5
$ 6 9 . 9 3
$81 .51
$ 6 6 . 1 8
$ 1 4 . 8 8
$ 5 0 . 9 7
$ 7 7 . 3 5
$ 8 6 . 9 5
$ 8 6 . 5 1

$ 1 0 0 . 2 0

$102.31

$ 8 6 . 5 3

$ 7 g . 0 7
$ 8 5 . 3 5
$ 9 4 . 2 7

$ 1 0 2 . 4 8
$ 1 0 9 . 4 3
$ 1 1 2 . 4 6
$ 1 1 6 . 9 3
$ 1 2 2 . 4 7
$ 1 2 5 . 2 0
$ 1 2 6 . 8 2
$ 1 3 4 . 0 7
$141 .32
$ 1 4 7 . 2 6
$ 1 5 3 . 0 1
$ 1 5 8 . 8 5
$ 1 4 9 . 7 4
$ 1 8 0 . 8 8
$ 1 9 3 . 0 6
$ 2 1 6 . 5 1
$ 2 3 7 . 0 8
$ 2 4 9 . 5 2
$ 2 6 6 . 4 0
$ 2 9 0 . 6 8
$ 3 2 5 . 8 0
$ 3 3 8 . 3 7
$321 .72
$ 3 6 7 . 1 7
$ 4 1 4 . 7 5
$ 4 5 3 . 0 6
$ 5 0 4 . 3 9
$ 5 2 9 . 5 9
$451 . 37
$ 5 1 3 . 5 8
$ 5 7 9 . 1 4
$ 6 1 3 . 1 4
$ 6 6 6 . 9 7
$ 7 1 5 . 8 4

$726.96

$ 7 4 0 . 2 9

15.00%
16.55%
15.06%
14.50%
11.39%
12.23%
13.90%
11.80%
11.49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.22%
13.24%
16.37%
16.58%
17.08%
16.33%
14.62%
17.29%
15.22%
7.44%
8.36%

14.15%
14.98%
16.12%
17.03%
12.80%
3.03%

7.90%
8.86%
9.97%

11 .55%
13.50%
10.38%
11 .74%
11 .25%
8.98%
7.92%
8.97%
8.81%
8.19%
8.22%
7.29%
7.17%
6.59%
7.60%
6.18%
6.64%
5.83%
5.57%
6.50%
5.53%
5.59%
4.80%
5.02%
4.89%
4.68%
4.86%
4.45%
3.47%
4.25%
3.81%
2.40%
2.85%
3.33%
2.55%
6.79%

Year
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

2014

2015
Average

10.56%
14.16%
14.59%
13.52%
14.49%
14.18%
11.79%
13.70%

7.10%
7.69%
5.09%
2.95%
-2.11%
1 .85%
2.16%
0.55%
2.51%
5.50%
8.28%
7.04%
5.28%
2.23%
4.93%
6.07%
9.78%
8.98%
10.90%
9.59%
8.79%
11.72%
9.72%
1.91%
2.77%
9.35%
9.95%
11 .43%
12.35%
7.94%
-1 .42%
7.09%
9.91%
10.78%
11.12%
11.63%
10.85%
9.25%
6.91%

[A]: Diluted earnings per share on the S&P 500 Composite Index.
[B]: Book value per share on the S8<P 500 Composite Index.
[C]: Average of current- and prior year [B] / current year [A].
[D]: Annual income returns on 20-year U.S. Treasury bonds.

[E]: [C] - [D]
Sources for [A] and [B]: Standard & Poor's 2015 Analysts' Handbook and

Standard & Poor's 500 Earnings Report
https://vcharts.com/indicators/reports/sp 500 earnings
Source for [D]: Morningstar 2015 Classic Yearbook (Table A-7) and
U.S. Department of the Treasury
https://www.treasurv.gov/Pages/default.aspx
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17.58%

29.51%

12.45%

24.86%

24.29%

36.12%

18.03%

30.73%

1996

1997

1998

1999

6.71%

6.61%

5.58%

5.87%

21.1%27.29% 6.19%4-year Average, 1996-1999:

4.76%13.71% 8.95%20-year Average, 1996-2015:

4.40%10.31% 5.91%16-year Sample Average, 2000-2015:

2.57%Add: Current Yield on 30 Year U.S. Treasury Bond

8.48%Risk Premium Derived Estimated Cost of Equity for Sample Companies

Liberty Utilities (Bella Vista Water 8: Rio Rico Water/Sewer) Corp.

Docket Nos. W-02465A-1510367, et al.

Surrebuttal Exhibit JAC-A

8

RUCO Restatement of Bourassa Rebuttal Schedule D-4.9

Risk Premium Analysis Based on Total Returns

Line

No. Year

Annual

Total

Return

Treasury

Bond

Yields

Annual

Risk

Premiums

1

2

3

4

5

6

7

8

g

1 0

1 1

1 2

13

1 4

15

1 6

1 7

1 8

1 9

Z0

2 0 0 0

2 0 0 1

2 0 0 2

2 0 0 3

2 0 0 4

2 0 0 5

2 0 0 6

2 0 0 7

2 0 0 8

2 0 0 9

2 0 1 0

2 0 1 1

2012

2 0 1 3

2 0 1 4

2 0 1 5

8.95%
16.59%
-4.05%
23.97%
13.75%
19.09%
15.88%
-2_73%
-1.81%
-0.22%
15.30%
1.54%

15.08%
20.44%
14.98%
8.23%.

5 . 9 4 %

5 . 4 9 %

5 . 4 2 %

5 . 0 5 %

5 . 1 2 %

4 . 5 6 %

4 . 9 1 %

4 . 8 4 %

4 . 2 8 %

4 . 0 8 %

4 . 2 5 %

3 . 9 1 %

2 . 9 2 %

3 . 4 5 %

3 . 3 4 %

2 . 8 4 %

3 . 0 1 %

11 . 10%

-9. 47%

18 . 92%

8 . 6 3 %

14 . 53%

10 . 97%

- 7 . 57%

- 6 . 09%

- 4 . 30%

11 . 05%

- 2 . 37%

12 . 16%

16 . 99%

11 . 64%

5 . 3 9 %

Notes:

For purposes of the above presentation, the 4-, zo- and 16-year average figures have been carried to the hundredth

position (i.e., two digits) rather than to the tenth position (i.e., one digit). This was done to obtain a more precise

average measure, as the individual values presented in years 1999-2015 of Bourassa Rebuttal Schedule D-4.9 had,

likewise, been carried to the hundredth position.
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EXHIBIT JAC-C



REMAINING DISPUTED ISSUES, ESTABLISHING REVENUE REQUIREMENT.
MAKING INTERIM RATES PERMANENT. ESTABLISHING PERMANENT RATES.

RULING ON MOTIONS, IMPOSING DIVIDEND RESTRICTION, OPENING DOCKETS
OF INVESTIGATION, AND APPROVING TARIFF SHEETS

BY THE COMMISSION:

Summary

W e accept a stipulation of al l  part ies resolving certain revenue

requirement, rate base, and other issues. We resolve all remaining disputed issues.

We determine a revenue requirement. We make the interim rates permanent and

(07/16/2015)U-13-t84(22)/U-15-096(1 )/U-15-097(1) -
Page 1 of 78

STATE OF ALASKA

THE REGULATORY COMMISSION OF ALASKA

T.W. Patch, Chairman
Stephen McAlpine
Robert M. Pickett
Norman Rokeberg
Janis W. Wilson

1

2

3

4 Before Commissioners:

5

6

7

8

g

10

11

U-13-184

ORDER no. 22

U-15-096

ORDER no. 1
12

13

14

15
U-15-097

ORDER no. 1
'Vowe£09
<

16

In the Matter of the Tariff Revision Designated as )
TA332-121 Fi led by the MUNICIPALITY OF )
ANCHORAGE D/B/A MUNICIPAL LIGHT AND )
POWER DEPARTMENT )

g
In the Matter  of  the Invest igat ion Into the )
Appropriate Use of the Deferred Regulatory )
Liability From Gas Sales Fund Maintained by the )
MUNICIPALITY OF ANCHORAGE D/B/A )
MUNICIPAL LIGHT AND POWER )
DEPARTMENT )

I
In the Matter of the Investigation Into )
Reasonableness of the Requirements Contained )
in Sect ion 114 of Appendix A to the Tari f f  )
Maintained by the MUNICIPALITY OF )
ANCHORAGE D/B/A MUNICIPAL LIGHT AND )
POWER DEPARTMENT )

)
18

19 ORDER ACCEPTING STIPULATION ON CERTAIN DISPUTED ISSUES. RESOLVING

20E T
U._
E,LIJ

GJ

21

22

8289 w
D m

'5 t / ) 8N

56 '~
'¢7>we'e<2E
8588

°'sR'.
2 9

smugEu C N
33<,`
mmgg

1\o
91 23

24

25

26



L

1

2

3

4

7

8

11

12

13

14

co
vo
Lo

'Vo
#8.e,,__<r
l11 31f>
at/Joa

g<.;°>i8
., 7 , 3 3 9 >
w  9 8
& < : < E

oE 8 ,< \ i
° ) ' 8 n

2 9
'6 = *3<<*l
¢r~ ca

o._
LL!

a>

Eugene A. Qt

Ori is the Acting Generation Division Manager for ML&P.

Michael J. Balhoff

Balhoff is the Managing Partner of Balhoff 8¢ Williams, LLC and a Senior

5 Partner of Charlesmead Advisors, LLC. He testified as an expert investment

6 professional addressing conceptual issues pertaining to ML8 P's equity.47

Bryant T. Robbins

Robbins is the Municipal Assessor for the Municipality of Anchorage

9 (MOA) and testifying on behalf of ML8.p.

10 Anna C. Henderson

Henderson is the Rates 8t Tariffs Supervisor for ML8.p.

Thomas J. Bourassa

Bourassa is a Certified Public Accountant and self employed providing

consulting and general accounting services to utility companies and general accounting

15 services. Bourassa adopted Zepp's direct testimony, reviewed Zepp's testimony,

16 agrees with it, and willing to adopt it as his own.48

17 Gary s. Saleba

18 Saleba is the President of EES Consulting, Inc. or Economic and

19 Engineering Services, Inc. Saleba presented ML&P's COSS.

20 AG Testimony

21 Janet K. Fairchild

22 Fairchild is a Public Advocate Utility Analyst in the Regulatory Affairs &

23 Public Advocacy section of the Attorney General's office.

24

25
47T-10 (Balhoff Reply) at 4.

48T-16 (Bourassa Reply),

26
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Cost of Equity

As a preliminary matter we address the statement by ML&P that the ROE

discussion in Order U-08-157(10)lU-08-158(10) is a "roadmap provided by the

Commission. The ROE analysis in Order U-08-157(10)/U-08-158(10) represents the

weighing of the testimony presented in that docket by a majority of the assigned hearing

panel.3°7 The analysis may be instructive for future commission panels. However,

presented with a different record, different commission panels will weigh the testimony

as appropriate to determine a fair ROE.

Also as a preliminary matter we address the claim by FEA that a portion of

the equity in ML&P should be treated as a risk free investment. FEA bases its

argument on the use of a hypothetical capital structure in Order U-87-084(8). The

argument that rates calculated under a hypothetical capital structure result in risk free

equity for the utility is unsupported by citation to authority from this commission or from

any other jurisdiction. Additionally, Order U-87-084(8) was issued on September 7,

1988.308 No commission decision issued in the intervening 26 years has evidenced the

intent to create a class of risk free equity in Order U-87-084(8). We decline to

incorporate a class of risk free equity for ML&P in our calculation of its weighted

average cost of capital.

As the starting point for our determination of a fair and reasonable ROE

for ML8P we use its last adjudicated result, 10.93% ML&P presented testimony

proposing an ROE of 11.8%. However, this testimony used proxy groups without

309

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

E .c 20

AM 21

GJ 22

23

24

25

26

;;
o
g>_ 306T_15 (zepp Direct) at 15.

3070|"d€T U-08-157(10)/U-08-158(10) at 29-44.
3080Ì d€I" U-87-084(8).
3°9Order U-10-031(15) at 12-13, 19.
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Municipal Light &Power
Cost of Capital

Test Year Ended December 31, 2012

Capital
Component

CapitalEMP Actual
Structure Cost Weighted Cost

Debt 55.5% 4.55% 2.53%

Equity 44.5% 10.93% 4.86%

Total Weighted Cost of Capital 7.39%
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1 satisfactorily explaining how the characteristics of the proxy groups matched ML&p's

2 actual circumstances. Further, the testimony did not identify changes specific to ML8.P

3 that require a change to the adjudicated ROE.

Equally important in our decision on a fair ROE is our weighing of the

5 testimony presented at hearing. The testimony from ML&P's ROE expert at hearing31°

e left us with little confidence in the ROE advocated by ML&P. However, in reviewing the

7 testimony presented by all of the parties we find that the ROEs proposed by the AG and

8 PHS are unreasonably low.

9 When we apply our own reasoned judgment to the record presented in

10 this docket we find that a fair ROE for ML8 P remains 10.93%.

11 Total Weighted Cost of Capital

12 Based on the above decisions we calculate ML&P's total weighted cost of

13 capital as follows:

14

15

16

17

18

19

20

21

22

23

24

25

26

310Th. 1089-1471 (Bourassa).
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1 7. The Municipality of Anchorage d/b/a Municipal Light 8< Power

2 Department shall cease dividend payments to the Municipality of Anchorage effective

3 January 1, 2016.

8. Docket U-15-096 is opened to investigate the appropriate use of the

5 Deferred Regulatory Liability from Gas Sales Fund maintained by the Municipality of

0 Anchorage d/b/a Municipal Light & Power Department.

7 9. Docket U-15-097 is opened to investigate the reasonableness of the

8 requirements in Section 114 of Appendix A to the tariff maintained by the Municipality of

9 Anchorage d/b/aMunicipal Light & Power Department.

10 10.Tariff Sheet Nos. 102, 108, 109, 111, 112.1, 112.8, 113.1, 116, 120,

11 125, 130, 131, 133, and 139, filed September 9, 2013, as interim rate increase tariff

12 sheets and Tariff Sheet No. 114.1 filed September 9, 2013, as an interim rate increase

13 tariff sheet, as corrected and re-filed September 18, 2013, reflecting a rate increase of

4

14

15

16

24.32 percent, are approved on a permanent basis.

DATED AND EFFECTIVE at Anchorage, Alaska, this 16th day of July, 2015.

00
iv)
Lo

17

BY DIRECTION OF THE COMMISSION
(Commissioners T.W. Patch and Norman Rokeberg,

not participating.)
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-0.796

-1.114

181.15%127.83/6 1.99/6

2.01%

19.254

28.13%

68.654

s3.4e,4
Other Comprehensive Income as % of Change in Shareholders' Equity

Foreign Cutter Translation Adj. as % of Change in Shareholders' Equity

158,304,340

35.64%

204,350,689

29.094

213,953,870

4.70%

116,712,934

23.726

253,172,088

18.33%

21.83/6

Weighted average common shares outstanding

Annual Growth in common shares outstanding

Compound 5-yr Groff - Common Shares outstanding

126.13%134.78%345.07%452.717119.59%115.85%Dlvldend payout

215.59%

233.609'

6-year Average Annual Dividend Payout Ratio

5-year Average Annual Dividend payout Ratio

-16.164

10.006

-56.60%

11.114

324.45%

12.126

5.29%

12.50%

36.70%

32.43/6
Annual EPS Growth Rate

Annual DPS Growth Rate

17.32A

1534%

Compound 5-Year EPS Growth Rate

Compound S-Year DPS Growth Rate

Liberty Utllltles (Bella vista Water & Rio Rica Water/Sewer) Corp.
Docket Nos. w-0z4ssA-1s4:ss1, et al.

Surrebuttal Exhibit JAC-C

Algonquin Power & Utilities Corp.

Analysis of Selected Balance Sheet and Income Statement Items

Including Comprehensive Income, weighted Shares Outstanding, Earnings per Share,

Dividends per Share, Dividend Payout Ratio, and assorted Growth Rates

(thousands of Canadian dollars, except per share amounts)

Line

No. Balance Sheet Items 2015 2014 2013 2012 2011 z010

s 85,504 s 53,515 $ 9,483 s 21,946 s 27,302 s 18,394

81,597

17,308

(9,399)
s,168

4,272 (51,133)

s s s s s s

1

2

4

S

6

7

8

g

10

11

Net Earnings

Other Comprehensive Income (Loss):

Foreign Currency Translation Adjustment (net)

Change in Fair Value of Cash Flow Hedges (net)

Change in Unrealized Appreciation in Value of Available-for-Sale Investments

Change in Unrealized Pension and Other Post-Retirement Expense (net)

Other Comprehensive Income (Loss), net of tax

Comprehensive Income (Loss)

Less: Comprehensive Income Attributable to the Noncontrolling Interests

Comprehensive Income Attributable to APUC Shareholders s

289,035

16,165

(73)
7,571

312,698

398,202

28,198

370,004 s

104,183

2,799

1

(35,669)

71,314

124,829

7,077

117,752 s

16,727

115,632

125,115

31,362

93,753 s

(2,458)
(6,689)
15,257

9,082
6,175 s

(48)
4,zz4

31,526
4,810

26,716 s

(51,133)
(32,739)

(444)
(33,183)

Total Stockholders' Equity .- As of December 31 Year-End

Change in Stockholders' Equity from Prior Veer
$
s

2,291,864

455,476
s
s

1,836,388

370,427
s
s

1,465,961

63,832
s
s

1,402,129

849,434
s

s

552,695

212,634
s 340,061

94,338,193

15.99%

Average U.S. Exchange Rate ($US:$Can) $ 1.2785 s 1.1049 s 1.0301 s 0.9990 s 0.9890 s 1.0310

Income Statement Items

s s s s s sNet Earnings

Net Earnings (Loss) attributable to non-controlling interests

Net Earnings Attributable to Shareholders of Algonquin Power 8: Utilities Corp.

Less: Series A and D Preferred Stock Dividends
s s s s s

27,302

3,921

23,381 s

18,394

444

17,950

Net Earnings Attributable to Common Shareholders s

85,504

(31,976)

117,480

10,400

107,080 s

53,515

(22,186)

75,701

9,503

66,198 s

9,433

(10,813)

20,296

5,400

14,896 s

21,946

7,414

14,532

769

13,763 s 23,381 s 17,950

1 2

13

1 4

15

1 6

1 7

1 8

20

21

22

23

24

2 5

26

27

28

29

30

3 1

32

3 3

34

3 5

36

37

38

39

4 0

4 1

4 2

4 3

4 4

45

4 6

47

48

49

Weighted average common shares outstanding (in thousands)
Net Earnings per Share - Diluted
Dividends declared to Common Shareholders

253,172.1

$ 0.42

$ 0.49

213,953.9

s 0 3 1

s 0 3 7
s
s

204,350.7

0 0 7

0.33
s
s

158,304.3

0.09

0.30
s

s

116,712.9

0.20

0.27
s
s

94,338.2

0.19

0.24

Source: Algonquin Power 84 Utilities Corp., Annual Reports, Years 2010, 2011, 2012, 2013, 2014, and 2015.

http:/finvestors.algonouinpowerxom/Fina r1 cia|Do<:s.aspx?iid=41-42273
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BV Water $ 13,205,189 $ 11,320,697 $ 11,616,198 $ 10,962,383

RR Water $ 8,861 ,632 $ 8,892,216 $ 10,450,531 $ 9,544,269
RR Sewer $ 5,355,381 $ 4,712,971 $ 5,275,096 $ 5,058,613

BV Water $ 1,209,727 $ 827,301 $ 1,063,811 $ 789,802

RR Water $ 762,189 $ 649,832 $ 898,537 $ 687,632
RR Sewer $ 460,616 35 344,418 $ 453,553 $ 364,456

Surrebuttal Testimony of Timothy J. Coley
Liberty Utilities Bella Vista and Rio Rico Water & Sewer Corp.
Docket No. W-02465A-15-0367 et at.

1 EXECUTIVE SUMMARY

The Residential Utility Consumer Office ("RUCO") now provides surrebuttal
testimony in response to Liberty Utilities rebuttal filing for its Bella Vista
Water, Rio Rico Water, and Rio Rico Sewer Corp. (collectively "Liberty
BV/RR" or "Company/'). Liberty BV/RR's rebuttal testimony was filed with
the Arizona Corporation Commission ("ACC" or "Commission") on June 20,
2016. RUCO will address the Company's rate Application and rebuttal
issues as it pertains to Liberty's BV/RR rate base, operating income, and
revenue requirement. RUCO's Chief of Accounting and Rates, Mr. Robert
Mease, will provide separate testimony on RUCO's recommendations on
the Company's proposed FARE Program. RUCO analyst, Mr. John Cassidy
will provide separate testimony on RUCO's recommended cost of capital
that was requested by the Company.

The following table presents the rate base for Liberty BV/RR as initially
proposed in the Company's Application, RUCO's direct recommendation,
the Company's proposed rebuttal position, and RUCO's surrebuttal
recommendations.

RATE BASE

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Divisions
Co. Rate

Application
RUCO
Direct

Company
Rebuttal

RUCO
Surrebuttal

The next table presents the required operating income for Liberty BV/RR as
initially proposed by the Company in its Application, RUCO's direct
recommendation, the Company's proposed rebuttal position, and RUCO's
surrebuttal recommendations.

REQUIRED OPERATING INCOME

25
26
27
28
29
30
31
32
33
34
35
36

D_ivisiQ0s
Co. Rate

Application
RUCO
Direct

Company
Rebuttal

RUCO
Surrebuttal

37
38

i



BV Water $ 1,554,297 $ 501,806 $ 1,285,580 $ 552,613
RR Water $ 683,836 $ 252,282 $ 964,782 $ 432,876
RR Sewer $ 226,351 $ (31 ,315) $ 180,716 $ 19,083

BV Water 33.61% 10.64% 28.21 % 11.71%
RR Water 22.55% 8.06% 31.70% t 3.83%
RR Sewer 15.31% (2.12%) 12.22% 1.29%

Surrebuttal Testimony of Timothy J. Coley
Liberty Utilities Bella Vista and Rio Rico Water 8\ Sewer Corp.
Docket No. W-02465A-15-0367 et at.

The final two tables below presents the required revenue increase in dollars
and required percentage increase in gross revenues for Liberty BV/RR as
initially proposed by the Company in its Application, RUCO's direct
recommendation, the Company's proposed rebuttal position, and RUCO's
surrebuttal recommendations.

REQun3EI;RI;vEnu.E QOLLAR INCREASE

1
2
3
4
5
6
7
8
9

1 0
1 1

Divisions
Co. Rate

Application
RUCO
Direct

Company
Rebuttal

RUCO
Surrebuttal

REQUIREDREVENUE PERCENTAGE INCREASE

1 2
1 3
1 4
1 5
1 6
1 7
1 8

Divisions
Co. Rate

Application
RUCO
Direct

Company
Rebuttal

RUCO
Surrebuttal

For Liberty BV/RR's three divisions filed in this proceeding, the Company
sought a 9.16 percent rate of return on its Bella Vista Division's fair value
rate base in both its original rate Application and rebuttal filing. The
Company is seeking an 8.60 percent rate of return in both its original and
rebuttal filings on its two Rio Rico Divisions' fair value rate base. RUCO
recommended a 7.31% for all three Liberty BV/RR divisions in its direct
filing. RUCO's surrebuttal now recommends a 7.20 percent rate of return
on all three divisions' fair value rate base. Mr. Cassidy provides his
rationale for RUCO's cost of capital recommendations in his separate
testimony.

1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
3 1
3 2
3 3
3 4
3 5
3 6
3 7
3 8
3 9

For Bella Vista Water, RUCO's recommended rates where a typical
residential water customer on a 5/8 x 3/4-Inch meter using the average
5,914 gallons would be $28.24.

For Rio Rico Water 8< Sewer, RUCO's recommended rates where a typical
residential water customer on a 5/8 x 3/4-Inch meter using the average
6,829 gallons would be $35.59. A typical residential sewer customer on a
5/8 x 3/4-lnch meter would be $48.75.

ii

Ill



Surrebuttal Testimony of Timothy J. Coley
Liberty Utilities Bella Vista and Rio Rico Water 8= Sewer Corp.
Docket No. W-02465A-15-0367 et al.

1 I . INTRODUCTION

2 Q. Please state your name for the record.

3 My name is Timothy J. Coley.

4

5 Q. Have you previously filed testimony regarding this docket?

6 Yes, I have. i filed direct testimony in this docket on May 31, 2016.

7

8 Q. What is the purpose of your surrebuttal testimony?

9

1 0

My surrebuttal testimony will address Liberty Utilities rebuttal filing for its

Bella Vista Water, Rio Rico Water, and Rio Rico Sewer Corp., collectively

11 and hereafter referred to as "Liberty BV/RR" or "Company"

1 2

1 3 Q. What areas will you address in your surrebuttal testimony?

1 4

15

16

My surrebuttal testimony will address RUCO's recommended rate base

adjustments, operating income adjustments, revenue requirements, and

rate design for Liberty BV/RR.

1 7

1 8 Q. How is RUCO's surrebuttal testimony organized?

1 9

20

21

RUCO's surrebuttai testimony is comprised of six abbreviated parts: 1) the

introduction that l've just presented, 2) rate base adjustments, 3) operating

income adjustments, 4) revenue requirements, 5) other issues, and 6) rate

2 2 design.

23

A.

A.

A.

A.

A.

1



Surrebuttal Testimony of Timothy J. Coley
Liberty Utilities Bella Vista and Rio Rico Water 81 Sewer Corp.
Docket No. W-02465A-15-0367 et al.

1 Q.

2

P l e a s e  i d e n t i f y  t h e  s c h e d u l e s  t h a t  y o u  a r e  s p o n s o r i n g  i n  R U C O ' s

su r reb u t t a l  t est i mo n y f o r  L i b er t y B V / R R .

3

4

5

I  a m  s p o n s o r i n g  r a t e  b a s e  a n d  o p e r a t i n g  i n c o m e  s c h e d u l e s  f o r  L i b e r t y

B V / R R  n u m b e r e d  T J C - 1  t h r o u g h  T J C - 3 4 ,  a n d  r a t e  d e s i g n  s c h e d u l e s

l abe l ed  S ur r ebu t t a l  S chedu l e  T JC - 1  and  S ur r ebu t t a l  S chedu l e  T JC - 2 .

6

7 I I . S U R R E B U T T A L  R A T E  B A S E  A D J U S T M E N T S

8 What are RUCO's surrebuttal rate base adjustments and briefly

9 i d en t i f y  each  o n e?

1 0

11

For all three of the Company's divisions, RUCO's surrebuttal adjustments

are similar to the ones that were described in my direct testimony all of

1 2 which are br i e f l y  i dent i f i ed be low:

• Rate Base Adjustment No. 1 - For Bella Vista Water,
this adjustment is comprised of three utility plant in
service (UPIS) and accompanying accumulated
depreciation (AD) adjustments labeled A - Company
Rebuttal Plant Adjustments, B - Post Test-Year (PTY)
Plant Adjustments, and C _.. Corporate Plant
Adjustments on Schedule TJC-4 at pages 1 and 2. For
Rio Rico Water 8< Sewer, this adjustment is comprised
of two UPIS and accompanying AD adjustments
labeled A and B for the same adjustments as
referenced above for BV. These adjustments are also
reflected on Schedule TJC-4 at pages 1 and 2,

• Rate Base Adjustment No. 2 - Advances in Aid of
Construction (AIAC). This adjustment applies only to
BV. it converts AIAC to Contributions in Aid of
Construction (CIAC),

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

• Rate Base Adjustment No. 3 - Contributions in Aid of
Construction (GIAC). This adjustment impacts all three
divisions in this proceeding,

A.

Q.

A .

2
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• Rate Base Adjustment No. 4 through 8 - intentionally
Left Blank for all three divisions in this case,

• Rate Base Adjustment No. 9 - Accumulated Deferred
Income Taxes (ADIT). This adjustment applies to all
three divisions,

1
2
3
4
5
6
7
8
9

10
11
12
13

• Rate Base Adjustment No. 10 - Cash Working Capital
Adjustment. This adjustment applies to all three
divisions also.

Q.

14

Did RUCO's rate base adjustments, described above, adopt any of the

Company's rebuttal adjustments

15 Yes. RUCO rate base adjustment one, two, and three adopted the

16

17

Company's rebuttal UPIS, AD, AIAC, and CIAC adjustments as proposed

in its rebuttal testimony.

18

19 Q.

20

Did the Company adopt any of RUCO's direct testimony rate base

adjustments identified above?

21

22

23

24

Yes, in part. Of the remaining two recommended rate base adjustments,

adjustment number nine is the ADIT. The ADIT adjustment is essentially a

fallout adjustment from various plant component balances (i.e., UPlS, AD,

AIAC, CIAC, PTY Plant, and effective income tax rates etc.).

25

26

27

28

29

As for RUCO rate base adjustment number ten ._. cash working capital, the

Company adopted several of RUCO and Staff's recommendations for

inputs and/or exclusions to the lead/lag study computation. All parties are

now in agreement with all the revenue and expense lead/lag days as

3

A.

A.



BV Water as 23,237,079 $ 22,366,275 $ 23,137,547 $ 22,404,928

RR Water $ 21,074,821 $ 21,142,518 $ 22,149,224 $ 21,224,408
RR Sewer $ 8,732,899 $ 8,114,540 39 8,262,040 $ 8,144,088

I'll
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1 components in the lead/lag calculation. The level of expenses continue to

2 remain contested .

3

4 Q.

5

Does that conclude your brief summary on the outstanding rate base

issues and descriptions?

6 Yes.

7

8 Q. Please provide the amounts of RUCO's recommended rate base

9 adjustments for each of the three divisions in this proceeding.

10

E 1 1

RUCO's position on all issues and adjustments remain the same today as

they were in direct testimony. Therefore, I will provide an abbreviated

12

1 3

1 4

response following each adjustment from this point forward in this

testimony. The following tables will provide the amounts of the Company's

positions in the Application and in rebuttal. The table also reflects RUCO's

1 5

1 6

positions in direct and at surrebuttal. A brief synopsis of the differences will

follow after each of the tables for RUCO's five recommended rate base

1 7 adjustments. The tables will also reflect if a particular adjustment affects a

18 specific division or not as follows:

1 9 Rate Base Adjustment No. 1 - Adopts Company Rebuttal Net UPIS

20
21
22

Divisions
Co. Rate

Application
RUCO
Direct

Company
Rebuttal

RUCO
Surrebuttal

2 3

4

A.

A.
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1 For Bella Vista Water, the difference of $735,938 between RUCO's

2 surrebuttal and the Company's rebuttal are due to two factors. The first

3

4

5

6

7

8

being RUCO's disallowance of PTY plant additions exceeding the six-

months in service date post the historical TY end. The second factor for the

remaining difference is due to RUCO's UPIS adjustment for corporate plant.

It appeared the Company had an Excel linking issue that captured the

wrong corporate plant allocations. The amount RUCO adjusted for that

issue was $4,655. Other than those two issues, RUCO and the Company

9 are in agreement.

10

11 For Rio Rico Water, the difference of$956,685 between RUCO's surrebuftal

12

13

14

and the Company's rebuttal are entirely due to RUCO's PTY plant

disallowances exceeding the six-months in service date post the historical

TY end. Other than that issue, RUCO and the Company are in agreement.

15

16 For Rio Rico Sewer, the difference of $122,584 between RUCO's

17

18

surrebuttal and the Company's rebuttal is entirely due to RUCO's PTY plant

disallowances exceeding the six-months in service date post the historical

19 TY end. Other than this issue, RUCO and the Company are in agreement.

20

21

22

23

5



BV Water $ 9,114,847 $ 9,114,847 $ 8,595,621 $ 8,595,621
RR Water $ 976,558 $ 976,558 $ 976,558 $ 976,558
RR Sewer $ 529,379 $ 529,379 $ 529,379 $ 529,379
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1

2 Q.

Rate Base Adjustment No. 2 - Advances in Aid of Construction (AIAC)

Briefly describe, explain, and provide the amounts of RUCO rate base

3 adjustment number two.

4 This adjustment adopts the Company's rebuttal adjustments to AIAC. The

5 table below shows the Company's position in its Application as filed and its

6 rebuttal testimony of which RUCO is in agreement as follows:

7
8
9

10
Divisions

Co. Rate
Application

RUCO
Direct

Company
Rebuttal

RUCO
Surrebullal

11

12 As can be seen above, RUCO and the Company are in agreement on the

13 AIAC balances.

14

15 Rate Base Adjustment No. 3 Gross Contributions in Aid of

16

17 Q.

18

Construction (GIAC) and Accumulated Amortization

Briefly describe, explain, and provide the amounts of RUCO rate base

adjustment number two.

19

20

This adjustment adopts the Company's adjustments to gross CIAC and the

associated accumulated amortization balances. The two tables below

21

22

23

shows the Company's position in its Application as filed and its rebuttal

position along with RUCO's position regarding the AIAC balances in direct

and surrebuttal testimonies as follows:

6

A.

A.

I



BV Water $ 579,988 $ 579,988 $1 ,080,442 $ 1,080,442

RR Water $ 20,261 ,911 $ 20,261,911 $ 20,261,911 $ 20,261 ,911
RR Sewer $ 5,112,247 $ 5,112,247 SB 5,112,247 $ 5,112,247

BV Water $ (304,864) $ (304,864) $ (337,988) $ (337,988)
RR Water $ (10,388,151) $ (10,388,151) $ (10,380,413) s (10,380,413)
RR Sewer $ (2,935,215) $ (2,935,215) $ (2,943,313) $ (2,943,313)
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1

2 GROSS CIAC BALANCES

3
4
5
6

Divisions
Co. Rate

Application
RUCO
Direct

Company
Rebuttal

RUCO
Surrebuttal

7

8 As can be seen above, RUCO and the Company are now in agreement on

9 the AIAC balances.

1 0

11 CIAC ACCUMULATED AMORTIZAT ION

1 2
1 3
1 4

Divisions
Co. Rate

Application
RUCO
Direct

Company
Rebuttal

RUCO
Surrebuttal

1 5

1 6 Again, as can be seen above, RUCO and the Company are now in

1 7 agreement on the AIAC accumulated amortization balances.

18

1 9 Rate Base Adjustment No. 4 through 8 - Intentionally Left Blank

2 0

2 1 Rate Base Adjustment No. 9 - Accumulated Deferred Income Taxes

2 2 (ADIT)

7

Ian



BV Water $ 1,847,354 $ 1,789,433
RR Water $ 547,332 $ 527,596
RR Sewer $ 275,599 $ 373,012

BV Water $ 85,456 $ 106,341

RR Water $ 37,222 $ 36,040

RR Sewer $ (13,776) 35 (14,894)

I
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1 Q. What are RUCO and the Company's ADIT balances in surrebuttal and

2 rebuttal respectively?

3 RUC() and the Company's ADIT balances are presented in the table below:

4

5
6
7

Divisions
Company
Rebuttal

RUCO
Surrebuttal

8

9

10

The primary differences above are due to RUCO's PTY plant disallowance

adjustments.

1 1

1 2

1 3 Q.

1 4

Rate Base Adjustment No. 10 - Cash Working Capital

What are RUCO and the Company's cash working capital balances in

surrebuttal and rebuttal respectively?

1 5

1 6

RUCO and the Company's cash working capital adjustments are shown on

Schedule TJC-13. The balances are shown in the table below:

17

1 8
1 9
2 0

Divisions
Company
Rebuttal

RUCO
Surrebuttal

2 1

2 2

A.

A.

8
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1 Q . Does this conclude RUCO's recommended rate base adjustments and

2 section two of your testimony?

3 Yes.

4

5 Ill. OPERATING INCOME ADJUSTMENTS

6 Q. What are RUCO's surrebuttal operating income adjustments for

7 Liberty Utilities BV/RR in this case?

8 RUCO recommends nine common surrebuttal operating income

9 adjustments for Bella Vista and Rio Rico Water. For Rio Rico Sewer, there

10

11

12

are seven of the same common adjustments. The sewer division does not

have a declining use or water testing adjustment like both water divisions

Most of the nine common water divisions' operating incomedo.

13

14

15

adjustments have went unchanged. When a dollar amount does change, I

will make a note of it in the individual adjustments that follow as needed.

This will be accomplished in sake of brevity since most were fully explained

16 in RUCO's direct testimony. RUCO's operating income adjustments are as

17 follows:

18

19 Operating Income Adjustment No. 1 - Depreciation Expense

20 Q. Please describe RUCO's surrebuttal  adjustment to depreciation '|

21

22

23

expense.

RUCC)'s adjustment to depreciation expense is related to its final

recommended UPlS and CIAC balances for the three divisions in this case.

A.

A.

A.

9



BV Water $ (55,553)
RR Water $ 10,170
RR Sewer $ (37,135

BV Water $ (54,349)
RR Water $ 4,949
RR Sewer $6
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1 RUCO recommends the following adjustments to depreciation expense as

2 shown in the table below:

3
4
5
6
7

Divisions
RUCO Recommended

Depreciation Expense Adjustments

8

9 Operating Income Adjustment No. 2 - Property Tax Expense

10 Q. What adjustment to property tax expense does RUCO recommend?

11

12

13

RUCO'S adjustments to property tax expense is directly related to the

change in adjusted TY and recommended revenues going forward by

RUCO. The adjustments are reflected in the table below:

14
15
16
17

Divisions
RUCO Adjusted Test Year

Property Tax Expense Adjustments

18

19 Q.

20

Has RUCO included an adjustment for property taxes to account for

its recommended revenue increase?

i t

22

Yes. The recommended property tax expense increase due to RUCC)'s

recommended revenue increase is shown in the table below:

23

24

10

-111

A.

A.



BV Water $6,123
RR Water $ 7,380
RR Sewer $ 327

BV Water $ (37,969)
RR Water $ (20,320)
RR Sewer $ (8,554)

l _
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1
2
3
4

Divisions
RUCO Recommended

Property Tax Expense Adjustments

5

6

7 Operating Income Adjustment No. 3 - Incentive Pay Expense

8 What adjustment to incentive pay expense does RUCO recommend?

9 This adjustment was explained and fully discussed in RUCO's direct

10

11

testimony. RUCO recommends that ratepayers should share in fifty percent

of the burden. RUCO has allowed 100% ofT salaries in addition to making

12

13

14

15

16

an adjustment to allow a three percent annual increase that was one year

outside the historical TY in this case. A 50/50 sharing of this incentive pay

expense is fair and reasonable in this case. The adjustments to share the

cost of this expense between the ratepayers and shareholders is reflected

in the table below:

17
18
19

Divisions
RUCO Recommended

Incentive Pav Expense Adjustments

20

21

22

23

11

A.

Q.



BV Water $ (42,124)
RR Water $ 26,631
RR Sewer $ (2,954
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1 Qperatirlg Income Adjustment No. 4 T Annual Pay Raise Expense

2 Q . What adjustment does RUCO recommend regarding the Company's

3 proforma payroll expense that includes one post W pay increase of

4 three percent in addition to a second pay raise two years outside the

5 TY?

6 RUCO recommends that the Commission deny the second compounded

7

8

3.09% annual pay increase that is two years post the historical TY. RUCO's

adjustments to this expense are fair and reflected in the table below:

g

10
11
12

Divisions
RUCO Recommended

2016 Pay Expense Adjustments

13

14 Operating Income Adjustment No. 5 - Declining Revenue Usage

15 Q. Please explain RUCO's adjustment to the Company's declining use

16 adjustment.

17

18

19

20

21

After reviewing Mr. Bourassa's statistical calculations and comparing the

results to actual 2015 billing determinate results, RUCO cannot accept Mr.

Bourassa's statistical results. RUCO's adjustment reverses the Company's

declining usage adjustment that was proposed in its direct testimony. The

table below reflects these adjustments as follows:

22

23

12

A.

A.



BV Water $ 92,497
RR Water $ 96,762
RR Sewer $0
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1
2
3

Divisions
RUC() Recommended

2016 Declining Use Adjustments

4

5 There was not a declining usage adjustment for Rio Rico Sewer.

6

7 Q . What result did RUCO obtain when using the known and measurable

8 2015 billing determinates?

9

10

11

Using Rio Rico Water as the example, the 2015 billing determinants

resulted in a ($8,122) decrease of revenues in 2015 when compared to the

TY revenues of 2014. Mr. Bourassa's proposed revenue decrease in his

12 rebuttal was ($85,648), when taking his direct adjustment into

13

14

consideration. That is over 1,000 percent greater than the actual decrease

in revenues of $8,122 known and measurable 2015 decrease in revenues.

15

16 Operating Income Adjustment No. 6 - Water Testing Expense

17 Q. Please explain RUCO's adjustment for water testing expense.

18

19

This adjustment simply adopts Commission Staffs adjustments for the Bella

Vista and Rio Rico Water divisions. There is no adjustment for Rio Rico

20 Sewer. The table reflects these adjustments below:

21

22

23

13

-111

A.

A.

1



BV Water $ (45,190)
RR Water $ 2,394
RR Sewer $0

BV Water $ (2,341 )
RR Water $ 1,164
RR Sewer $ 374
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1

2

3

Divisions
RUCO Recommended

Water Testing Expense Adlusgments

4

5 Operating Income Adjustment No. 7 - Decrease in Postage Expense

6 Q.

7

8

Did the Company accept RUCO's postage expense adjustment that

was based on the recent United States Postal Service's (USPS)

decrease in postage expense that went into effect on April 7, 2016?

9

10

1 1

1 2

In the Company's rebuttal testimony, the Company said it had accepted

RUCO's postage expense adjustment. After reviewing the Company's

rebuttal schedules, the Company made the adjustments to Rio Rico Water

8¢ Sewer but did not make the adjustment to Bella Vista.

1 3

1 4

1 5

What are RUCO's recommended adjustments to account for the USPS

decrease in postage that went into effect on April 7, 2016?

16 The adjustments are show in the table below:

1 7
1 8
1 9

Divisions
RUCO Recommended

Postage Expense Adjustments

20

21

2 2

2 3

1 4

A.

Q.

A.
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1 Operating Income Adjustment No. 8 - Reclassify Expenses

2 Q. Please explain RUCO adjustment number eight that reclassifies

3 cer t a i n  exp en ses  f r o m o n e  acco u n t  t o  an o t h er ?

4

5

The adjustment applies to all three divisions and removes an expense from

one account and reclassifies the expense to another account. The net

6

7

impact is zero. Therefore, a table isn't necessary here as the adjustments

are shown on the respective Schedules TJC-15 on page one.

8

9 Operating Income Adjustment No. 9 through 16 - Intentionally Left Blank

1 0

1 1 Operating Income Adjustment No. 17 - Income Taxes

1 2 Q . H a v e  y o u  c a l c u l a t e d  i n c o m e  t a x  e x p e n s e  b a s e d  o n  b o t h  R U C O ' s

1 3 recommended adjusted operating income?

1 4 Yes. These adjustments for RUCO's recommended adjusted operating

1 5 i n c o m e  a n d  t h e  r e c o m m e n d e d  o p e r a t i n g  i n c o m e  l e s s  i n c o m e  t a x

1 6 a s s o c i a t e d  w i t h  R U C O ' s  r e v e n u e  i n c r e a s e  a r e  s h o w n  o n  S c h e d u l e s  T J C -

1 7 15 w i t h  t he  de t a i l s  show n on  T JC - 32 .

1 8

1 9 Q . Does that conclude RUCO's recommended operating income

2 0 adjustments in section three of this testimony?

2 1 Y es .

2 2

2 3

A .

A.

A.

1 5



BV Water $ 13,205,189 $ 11,320,677 $ 11,616,198 $ 10,962,383
RR Water $ 8,861 ,632 $ 8,892,216 $ 10,450,531 $ 9,544,269
RR Sewer s 5,355,381 $ 4,712,971 $ 5,275,096 $ 5,058,613

| |-
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1 IV. REVENUE REQUIREMENTS

2 Q.

3

4

Please summarize the results of RUCO's analysis of the Company's

filing and state RUCO's recommended revenue requirements for

Liberty BV/RR.

5

6

7

8

9

10

11

12

The revenue requirements were provided in the Executive Summary

section of this testimony. RUCG will show a comparison between the

Company's and RUCO's recommended revenue requirements for the three

systems in this proceeding and presented in the following tables below:

The following table presents the rate base for Liberty BV/RR as initially

proposed in the Company's Application, RUCO's direct recommendation,

the Company's proposed rebuttal position, and RUCO's surrebuttal

recommendations.

RATE BASE
13
14
15
16
17
18

Divisions
Co. Rate

Application
RUCO
Direct

Company
Rebuttal

R u c k
Surrebuttal

19
20
21

22

23

The next table presents the required operating income for Liberty BV/RR as

initially proposed by the Company in its Application, RUCO's direct

recommendation, the Company's proposed rebuttal position, and RUCO's

24 surrebuttal recommendations.

25

26

16



BV Water $ 1,209,727 $ 827,301 $ 1,063,811 $ 789,802
RR Water $ 762,189 s 649,832 $ 898,537 $ 687,632
RR Sewer $ 460,616 $ 344,418 $ 453,553 $ 364,456

BV Water $ 1,554,297 $ 501,806 $ 1,285,580 $ 552,613
RR Water $ 683,836 $ 252,282 $ 964,782 $ 432,876
RR Sewer $ 226,351 $ (31,315) $ 180,716 $ 19,083

BV Water 33.61% 10.64% 28.21% 11.71%
RR Water 22.55% 8.06% 31.70% 13.83%
RR Sewer 15.31% (2.12%) 12.22% 1.29%
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REQUIRED OPERATING INCOME
1
2
3
4
5
6

Divisions
Co. Rate

Applicqgioq
RUCO
Direct

Company
Rebuttal

RUCO
SLgrrebut"tal

7
8
9

10

11

12

The final two tables below presents the required revenue increase in dollars

and required percentage increase in gross revenues for Liberty BV/RR as

initially proposed by the Company in its Application, RUCO's direct

recommendation, the Company's proposed rebuttal position, and RUCO's

13 surrebuttal recommendations.

REQUIRED REVENUE DOLLAR IN_CREASE
14
15
16
17
18
19

Divisions
Co. Rate

Application
RUCO
Direct

Company
Rebuttal

RUCO
Surrebuttal

REQUIRED REVENUE PERCENTAGE INCREASE

20
21
22
23
24
25
26
27
28
29

Divisions
Co. Rate

Application
RUCO
Direct

Company
Rebuttal

RUCO
Surrebuttal

30
31
32

17

H
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1

2 v. OTHER ISSUES

3 What are the remaining other issues in this proceeding that RUCO

4 needs to address?

5 There are three remaining issues that need to be addressed. Those three

6 issues are as follows:

7
8
9

10

1.
2.
3.

Property Tax Adjuster Mechanism (PTAM),
Purchased Power Adjuster Mechanism (PPAM),
Corporate Plant Allocations.

11 Property Tax Adjuster Mechanism (PTAM)

12 Q.

13

Please address RUCO's position on the Company's request for a

property tax adjuster mechanism.

14

15

RUCO recommends that the Commission deny the Company's request for

a property tax adjuster mechanism (PTAM) on the following grounds:

16

'17
18
19

20
21

22
23

24
25
26

1 . Adjusters are intended for very specific expenses that 1)fluctuate
widely, 2) are of such a magnitude to total expenses that an
increase would 3) cause financial harm and distress to a utility,
and where a decrease in the expense 4) would be unfair to pass
the cost saving along to the ratepayers. A prime example of such
an expense is purchased gas expense for a natural gas or electric
utility. Purchased gas expense can often be 30 to 40 percent of
the total expenses for a gas or electric utility. Property taxes for
a water or sewer utility meets none of the four stated criteria
above.

27

28

29

18

A.

A.

Q.

l I
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1 What percentage of total expenses are Liberty BVIRR property tax

2 expense in this proceeding?

3 Per the Company's rebuttal filing, property tax expense for the three

4 divisions in this proceeding represent the following percentage to total

5 expenses as follows:

6

7

8

9

•

•

•

Bella Vista Water = 3.36%
Rio Rico Water _' 5.53%

Rio Rico Sewer = 6.53%

10

11

12

13

Not only do those property tax expense percentage levels compared to total

expenses not meet any of the four criteria pointed out above, both RUCO

and Staff allow the Company an adjustment in the income tax expense

calculation to recover the income taxes on the recommend level of property

14 tax expense.

15

16 Purchased Power Adjuster Mechanism (PPAM)

17 Please address RUCO's position on the Company's request for a

18 purchased power adjuster mechanism.

19

20

21

RUCO recommends that the Commission deny the Company's request for

a purchased power adjuster mechanism (PPAM) on the same grounds as

RUCO provided for the PTAM earlier.

22

23

A.

Q.

A.

Q.

19
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1 What percentage of total expenses are Liberty BVIRR purchased

2 power expense in this proceeding?

3 Per the Company's rebuttal filing, purchased power expense for the three

4 divisions in this proceeding represent the following percentage to total

5 expenses as follows:

6

7

8

9

•

•

•

Bella Vista Water = 10.84%
Rio Rico Water = 10.52%
Rio Rico Sewer = 14.67%

10 RUCO recommends that the Commission deny the Company of its request

11 for both the PTAM and PPAM.

12

13 Corporate Cost Allocations

14

15

16

Does RUCO recommend any corporate cost allocation (i.e., APUC,

LUC, LABS, andlor Liberty Sub Corp. South 8020) adjustments in its

surrebuttal testimony?

17 Yes. At this time, RUCO continues to recommend adjustments to the

18 Company's corporate cost allocations.

19

20

21

Does RUCO have any suggestions for the Company to include in

future modifications to the corporate cost allocation methodology?

22

23

RUCO strongly recommends that bonuses, voted on by the Board of

Directors (Boo), not be included in the cost pools

24

A.

A.

Q.

Q.

A.

Q.

20

II ill
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1 Q. Please explain why bonuses are of concern to RUCO as being a

2 disallowed expense?

3

4

5

6

7

First, ratepayers are already absorbing all the salaries and wages plus one

year of reasonable annual pay raises outside of the TY. Second, the

ultimate parent Company, APUC, has a Board of Directors (Boo) that must

vote by a majority to award the APUC executives bonuses. The BOD are

voted in and out by the shareholders of record. Therefore, the BOD works

8

9

10

11

12

for the shareholders and any bonuses approved by them should be borne

by the shareholders to whom they have a responsibility in performing their

tasks and duties. If the BOD approve of a bonus for the APUC executives

and employees, those costs should be borne 100 percent by the

shareholder to whom they represent.

13

14

15 VI. RATE DESIGN

16 Bella Vista Water Div_inion

17 Q. Describe RUCO's rate design for Bella Vista Water Division.

18

19

20

21

22

RUCO's rate design for Bella Vista Water Division is similar to that as

recommended in direct testimony with the exception of the increased

revenues that is generated by RUCO's surrebuttal recommendations. The

rate design consists of a monthly minimum for the 5/8 x 3/4-Inch metered

residential customer of $15.75 and a 3-Tier inverted commodity rate

23 structure for the 5/8 x 3/4-Inch metered residential customer as the

A.

A.

21



Surrebuttal Testimony of Timothy J. Coley
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Docket No. W-02465A-15-0367 et al.

1 Company proposes. The 3-Tier commodity rates that RUCO recommends

2 for the 5/8 x 3/4-Inch metered residential customer are $1.95, $2.45, and

3 $3.182. All other customer classifications consist of a 2-Tier inverted

4 commodity rate structure that reflects RUCO's tier-two and three commodity

rates as referenced above for the 5/8 x 3/4-Inch metered residential5

6

7

customer as the Company proposes. RUCO maintains the same gallon

break-over points as recommended in direct testimony and proposed by the

8 Company.

9

10

11

These rates are shown in two RUCO rate design schedules labeled

Surrebuttal Schedule TJC-1 and Surrebuttal Schedule TJC-2.

12

13 Rio Rico Water Division

14 Q. Describe RUCO's rate design for Rio Rico Water Division.

15

16

17

18

19

RUCO's rate design for Rio Rico Water Division is similar to that as

recommended in direct testimony with the exception of the increased

revenues that is generated by RUCO's surrebuttal recommendations. The

rate design consists of a monthly minimum for the 5/8 x 3/4-Inch metered

residential customer of $18.25 and a 3-Tier inverted commodity rate

20 structure for the 5/8 x 3/4-Inch metered residential customer as the

21

22

23

Company proposes. The school districts receive a 5 percent discount on

both the monthly minimums and commodity rates based on meter size. The

3-Tier commodity rates that RUCO recommends for the 5/8 X 3/4-Inch

A.

22
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Docket No. W-02465A-15-0367 et al.

1 metered residential customer are $1.95, $3.00, and $4.001 . All other

2 c u s t o m e r  c l a s s i f i c a t i o n s  c o n s i s t  o f  a  2 - T i e r  i n v e r t e d  c o m m o d i t y  r a t e

3 s t r u c tu r e ,  w i t h  t h e  l o n e  e x c e p t i o n  o f  t h e  c o mme r c ia l  5 /8  x  3 /4 - In c h  me te r e d

4 c u s t o m e r  t h a t  a l s o  h a s  a  3 - T i e r  c o m m o d i t y  r a t e  s t r u c t u r e ,  t h a t  r e f l e c t s

5 RUCO's  t i e r - two  a n d  th r e e  c o mmo d i t y  r a te s  a s  r e fe r e n c e d  a b o v e  fo r  t h e  5 /8

6 x  3 / 4 - I n c h  m e t e r e d  r e s i d e n t i a l  c u s t o m e r  a s  t h e  C o m p a n y  p r o p o s e s .  R U C O

7

8

m a i n t a i n s  t h e  s a m e  g a l l o n  b r e a k - o v e r  p o i n t s  a s  r e c o m m e n d e d  i n  d i r e c t

t e s t i m o n y  a n d  p r o p o s e d  b y  t h e  C o m p a n y .  T h e  l o n e  e x c e p t i o n  i s  t h e  6 - I n c h

9 metered bulk water sales customer, Morning Star Ranch ("MSR"). These

1 0

1 1

r a t e s  a r e  s h o w n  i n  R U C O  r a t e  d e s i g n  s c h e d u l e s  l a b e l e d  S u r r e b u t t a l

S c h e d u l e  T J C - 1  a n d  S u r r e b u t t a l  S c h e d u l e  T J C - 2 .

1 2

1 3 R i o  R i c o_sewer  Div_is ion

1 4 Q . D e s c r i b e  R U C O ' s  r a t e  d e s i g n  f o r  R i o  R i c o  S e w e r  D i v i s i o n .

1 5

1 6

1 7

1 8

1 9

R U C O ' s  r a t e  d e s i g n  f o r  R R U I ' s  S e w e r  D i v i s i o n  i s  t h e  s a m e  a s

r e c o m m e n d e d  i n  d i r e c t  t e s t i m o n y  w i t h  t h e  e x c e p t i o n  o f  t h e  i n c r e a s e d

r e v e n u e s  t h a t  i s  g e n e r a t e d  b y  R U C O ' s  s u r r e b u t t a l  r e c o m m e n d a t i o n s .  T h e

r a t e  d e s i g n  c o n s i s t s  o f  a  f l a t  m o n t h l y  m i n i m u m  f o r  t h e  5 / 8  x  3 / 4 - I n c h

m e t e r e d  r e s i d e n t i a l  c u s t o m e r  o f  $ 4 8 . 7 5  w i t h  n o  c o m m o d i t y  r a t e  b a s e d  o n

2 0

2 1

2 2

w a t e r  c o n s u m p t i o n .  T h e  s c h o o l  d i s t r i c t s  r e c e i v e  a  5  p e r c e n t  d i s c o u n t  o n

b o t h  t h e  m o n t h l y  m i n i m u m s  a n d  c o m m o d i t y  r a t e s  b a s e d  o n  m e t e r  s i z e .

R U C O  d o e s  r e c o m m e n d  a  c o m m o d i t y  r a t e  b a s e d  o n  w a t e r  c o n s u m p t i o n  f o r

2 3 th e  c o mme r c ia l ,  mu l t i - t e n a n t ,  a n d  s c h o o l  d i s t r i c t  c u s to me r  c la s s i f i c a t i o n s  a s

A .

2 3
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1

2

3

4

the Company proposes. RUCO recommends the commodity rate of $5.71

be charged on every thousand gallons of water consumption over 7,000

gallons as recommended in direct and proposed by the Company. These

rates are shown in RUCO rate design schedules labeled Surrebuttal

Schedule TJC-1 and Surrebuttal Schedule TJC-2.5

6

7 Does this conclude your surrebuttal testimony on Liberty BVIRR?

8 Yes, it does.A.

Q.

24
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Page 1 of 2

RUCO RECOMMENDED REVENUE REQUIREMENT

Line
No. Description

[A]
Company

OCRB/FVRB
Cost

[B]
RUCO

OCRB/FVRB
Cost

1 Fair Value Rate Base

2

3

4 $ $

5

6 $ $

7

$ 13,205,189

$ 253,574

1.92%

1,209,727

9.16%

956,154

1.6256

$ 10,962,383

$ 446,792

4.08%

789,802

7.20%

343,010

1.6111
8

9 $

$

1 $

$

$10

11

12

Adjusted Test Year Operating Income (Loss)

Current Rate Of Return (L2 / LI )

Required Operating Income (L5 X L1 )

Required Rate Of Return On Fair Value Rate Base

Operating Income Deficiency (L4 - L2)

Gross Revenue Conversion Factor (TJC-1, Pg 2)

Increase In Gross Revenue Requirement (L7 X LE)

Adjusted Test Year Revenues

Proposed Annual Revenue (L8 + LE)

Required Percentage Increase In Revenue (L8 / LE)

Rate Of Return On Common Equity

4,624,730

6,179,027

33.61%

11.60%

552,613 I

4,717,227

5,269,840

11.71°/>

9.12%

References:
Column [A]: Company Schedules A-1, B-1, C-1, and D-1 ,
Column [B]: RUCO Schedule TJC-2, TJC-11, TJC-30, and TJC~31 .



Test
Year

Revenue
Increase/(Decrease)

RUCO
Recommended

$ 4,717,227
4,058,968

90,319

$ 552,613 $ 5,269,840
4,865,091

90.319
$ 567,940

4.9000 /
1,114,430

4.9000
$

$ 27,829 $ 54,607
$ 540,111

7,500
6,250
8,500

91,650
69,738

$
$
s
$
$

183,638$

1,059,823$

7,500
6,250
8,500

91,650
248,440

s
$
$
s
s

360.340$
$ 211,467 414,947$

Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-1

Page 2 of 2

RUCO GROSS REVENUE CONVERSION FACTOR ("GRCF")

LINE
n o . DESCRIPTK)N

[Al [Bl [C]

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor:
Revenue
Uncollectible Favor
Revenues (LI . L2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE . LE)
RevenueConversion Factor (L1 I L5)

100.0000%
0.0000%

100.0000%
37.9295%
62.0705%
1 .611071

7
8
9

10
11

Calculation of Uncollecttible Factor:
Unity
Combined Federal and Slate Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB)
Uncollectible Rate
Uncollexnible Factor (LQ ' L10)

100.0000%
37.2340%
627860%
0.0000%

0.D000%

Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 . L13)
15 Applicable Federal Income Tax Rate (Col. [C], L53)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State Income Tax Rate (L13 + L16)

1000000%
4g0D0%

95.1000%
34.0000%
32.3340%

37.2340%

100.0000%
3772340%
62.7660%

1.1081 %

Calculabbn of Effective Prooertv Tax Factor
18 Unity
19 Combined Federal and State Income Tax Rate (Col, [BL L17)
20 One Minus Combined Income Tax Rate (L18~L19)
21 Property Tax Factor (Sch. TJC-9, Col. [BL L24)
22 Effective Property Tax Factor (L20 x L21)
23 Combined Federal and State Income Tax and Property Tax Rate (Col. [B], L17 + L22) 0.6955%

37.9295%

24 Required Operating Income (Sch. TJC-1, Col. [B] Line 4)
25 Adjusted Test Year Operating Income (Loss) (Sch, TJC-1, Col. [B], L2)
26 Required Increase in Operating Income (L24 . L25)

$ 789,802
446,792

$ 343,010

27 Income Taxes on Recommended Revenue (Col. [C], L52)
28 Income Taxes on Test Year Revenue (Col. [A], L52)
29 Required Increase in Revenue to Provide for Income Taxes (L27 .. L28)

$ 414,947
211,467

203,480

$ 5,269,840
0.0000%

30 Recommended Revenue Requirement (Sch. TJC-1, Col. [B], Line 10)
31 Uncollectible Rate (L10)
32 Uncolllectible Expense on Recommended Revenue (L30 x L31)
33 Adjusted Test Year Uncollectible Expense (Sch. TJC-6. Col. [C], L32)
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33)

s
$

35 Property Tax with Recommended Revenue (Sch. TJC-9, Col. [B], L19)
36 Property Tax on Test Year Revenue (Sch. TJC-9, Col. [B], L20)
37 Increase in Property Tax Due to Increase in Revenue (L35 . 36)

s 157,623
151,499

6,123

38 Total Required Increase in Revenue (COL [B], L26 + L29 + L34 + L37)
$ 552,613

Calculation of Income Tax'
39 Revenue (Sch. TJC-1, Col. [B], Line 9 & Sch. TJC-1, Col. [B], L10)
40 Operating Expenses Excluding Income Taxes
41 Synchronized Interest (Col. (Cl, L57)
42 Arizona Taxable Income (L3Q - L40 - L41 )
43 Arizona State Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxable Income (L42 . L44)

46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
47 Federal Tax on Second Income Bracket (S51,001 . $75,000) @25%
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @34%
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
50 Federal Tax on Fifth Income Bracket ($335,001 _$10.000,000) @34%

51 Total Federal Income Tax
52 Combined Federal and State Income Tax (L44 + L51)

53 Applicable Federal Income Tax Rate [CoL [CL L46 _ Col. [A}, L46] / (Col. [0], L40 - Col. [A], L40]
340000%

54 Svnchronized Interest Calculation'
55 Rate Base
56 x Weighted Average Cost of Debt
57 Synchronized lnterest

s

$

10,962,383
0.8239%
90,319

III
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RUCO RATE BASE SUMMARY

Line
No. Description

[A]
Company
As Filed

OCRB/FVRB

[B]
RUCO

Recommended
Adjustments

[C]
RUCO

As Adjusted
OCRB/FVRB

1

2
3

Gross Utility Plant In Service
Accumulated Depreciation

Net Utility Plant In Service (L1 + L2)

$

$

37,612,452
(14,375,372)
23,237,079

$

$

(764,825)
(67,327)

(832,152)

$

s

36,847,627
(14,442,699)
22,404,928

4
Less:
Advances In Aid Of Construction ("AlAC") $ (9,114,847) s 519,226 $ (8,595,621)

5
6
7

Contribution In Aid Of Construction ("CIAC")
Accumulated Amortization of CIAC

Net CIAC (Ls + Le)

(579,988)
304,864

(275,124)

(500,454)
33,125

(467,330)

(1 ,080,442)
337,988

(742,454)

8 Customer Meter Deposits

$

$

$

$

$

$

9 Customer Security Deposits

(408,155)

(15,077)

(408,155)

(15,077)
10
11
12

Gross Regulatory Liability
Accumulated Amortization

Net Regulatory Liability

13

$

$ (381,189)

$

s (1 ,408,244)

$

$ (1 ,789,433)

14

Accumulated Deferred Income Taxes ("ADvT')

Regulatory Liability - Over-Depreciated UPIS

15
16
17

Plus:
Prepayments
Materials & Supplies
Cash Working Capital

1 ,855

160,647 (54,306)

1,855

106,341
18 TOTAL RATE BASE (Sum L's 3, 4, 7, 8, 9, 12 Thru 17) $ _. 13,2013,189 - _$ _(_2,2_4_2,8062 s __10,962.383 _

References:
Column [A]: Company Schedule B-1
Column [B]: TJC-3, Columns [B] Thru [K]
Column [C]: Column [A] + Column [B]
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Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-4(a)

Page 1 of 2

UTIUTY PLANT IN SERVICE (UPIS) ADJUSTMENT no. A
COMPANY RE8UTTAL ADJUSTMENTS

Line

5 9

Company
Direct
UPI§

Company
Rebuttal

UPIS

RUCO
Surrebuttal

Adjustments

Want:

$ $ s
98,989

688,011
4,235,497

105,644

98,989
688,011

4,006,731
46,813

(228,766)
(58,831)

1,692,408 1,673,171 (19,236)

432,050
195,696

3,195,256
117,674

3,195,343

14,654,450
2,173,490
1,959,945
1,151,007

434,230
195,135

3,261 ,936
76,446

777
41,657

2,637,767
526,889

211
14,817,080
2,225,847
1 ,899,055
1 ,152,335

2,180
(561)

66,680
(41,228)

777
41,557

(557,576)
526,889

211
162,630

52,357
(60,890)

1,328

189,235
281,034
166,002
519,513

189,235
165,579
281.457
557,771

(115,455)
115,455
38,258

314,385
3,285

101,250
892,339
662,722

5,395

Direct P
301
302
303
304
305
306
307
308
309
310
311
320

320.1
32022
330

330.1
330.2
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347

347.1
348

37
3,490

(442,442)
450,582

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

Organization Cost
Franchise Cost
Land & Land Rights
Structures & Improvements
Collecting & Impounding Reservoirs
Lake, River, and Canal intakes
Wells & Springs
Infiltration Galleries
Raw Water Supply Mains
Power Generation Equipment
Pumping Equipment
Water Treatment Equipment
Water Treatment Plants
Solution Chemical Feeders
Distribution Reservoirs & Standpipes
Storage Tanks
Pressure Tanks
Transmission & Distribution Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant & Misc Equipment
Office Furniture & Equipment
Computers & Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Miscellaneous Equipment - CNG Plant
Other Tangible Plant
Rounding

155,378

319,779
3,285

101,287
895,829
220,280
450,582
155,378

36 Total Direct Plant 87,185,603- s -37,1'23,542 's (§i,0§§)

37
38
39
40

Allocat
903
904
940

940.1

ed Corporate Plant:
Land & Land Rights
Structures and Improvements
Office Furniture and Fixtures
Computers and Software

s 20,738
225,059
24,473

161 .580

$ 18,611
215,830
30,770

194,811

$ (2,127)
(9,229)
6,296

33,232

41 Total Allocated Corporate Plant 431,849 $ 460,022 $ 28,172

42 Plant Not Accounted For $ $ $

43 Total Utility Plant in Service (UPIS) 37,612,452$ - .. 3?,583,`565- s$ (i8,687)

WI



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-4(a)

Page 2 of 2

UTILITY PLANT IN SERVICE (UPIS) ACCUMULATED DEPRECIATION (AD) ADJUSTMENT no. A
COMPANY REBUTTAL ADJUSTMENTS

Company
Direct
A/D

Company
Rebuttal

RUCO
Surrebuttal

Adjustments

$ s s

870,543
8,788

848,444
8,788

(22,099)

797,497 792,463 (5,034)

4,838
447

2,288,780
23,722

1,130,151

4,991,849
1 ,064,571
1256,602

395,469

4,860
5,293

2,284,439
21,622

1 3
13,240

1,112,014
16,900

3 7
5,005,652
1,066,297
1,392,121

395,500

2 2
4, 846

(4,341)
(2,100)

1 3
13,240

(18,138)
16,900

3 7
13,803

1,126
135,519

3 1

58,367
163,523
160,219
234,219

58,367
147,215
209,465
238,045

(16,308)
49,246

3,826

469127,068
164

15,936
359,650
109,329

760
681

1,502

Line
N Direct Plant:

1 301 Organization Cost
2 302 Franchise Cost
3 303 Land & Land Rights
4 304 Structures & improvements
5 305 Collecting & Impounding Reservoirs
6 306 Lake, River, and Canal Intakes
7 307 Wells & Springs
8 308 infiltration Galleries
9 309 Raw Water Supply Mains
10 310 Power Generation Equipment
11 311 Pumping Equipment
12 320 Water Treatment Equipment
13 320.1 Water Treatment Plants
14 320.2 Solution Chemical Feeders
15 330 Distribution Reservoirs 8¢ Standpipes
16 330.1 Storage Tanks
17 330.2 Pressure Tanks
18 331 Transmission & Distribution Mains
19 333 Services
20 334 Meters
21 335 Hydrants
22 336 Backflow Prevention Devices
23 339 Other Plant & Misc Equipment
24 340 Office Furniture 8t Equipment
25 340.1 Computers & Software
26 341 Transportation Equipment
27 342 Stores Equipment
28 343 Tools, Shop 8t Garage Equipment
29 344 Laboratory Equipment
30 345 Power Operated Equipment
31 346 Communication Equipment
32 347 Miscellaneous Equipment
33 347.1 Miscellaneous Equipment - CNG Plant
34 348 Other Tangible Plant
35 Rounding

116,534

127,537
164

16,695
360,331
109,329

7,502
116,534

36 Total Direct Plant $ 14,178,264 $ 14,358,865 s 150,661

37
38
3 9
40

Allocat
903
904
940

940.1

ed Corporate Plant:
Land & Land Rights
Structures and Improvements
Office Furniture and Fixtures
Computers and Software

$ 20,738
225,059
24,473

161,580

$ 18,611
215,830
30,770

194,811

$ (2,127)
(9,229)
6,296

33,232

41 Total Allocated Corporate plant $ 431,849 $ 460,022 $ 28,172

42 Plant Not Accounted For $ 125,026 $ $

43 Total Utility Plant in Service (UPIS) $ t4,735,140 $ 14,818,887 $

(125,026)

283,787

I



Liberty Utilities (Bella vista Water) Corp.
Docket No. W-02465A~15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-4(b)

Page 1 of 2

Line
No.

Acct.
No.

UTILITY PLANT IN SERVICE ("UPIS") ADJUSTMENT no. B
POST TEST YEAR PLANT DISALLOWANCE EXCEEDING 6~MONTHS TEST YEAR END

[AI
Company

Post-Test-year Plant
AmountDescription

[Bl
RUCO

pTy Plant
Adjustments

[Cl
RUCO

Recommended
PTY Plant

$ $ s

54,692 (28,251) 26,441

15,740 (291) 1s,449

193.841
83,882

(113)
777

6,418

(45,250)
113

193,841
38,633

777
6.418

40,018
103,660
58,261
3,139

(23,663)
(94,954)
(56,263)
(3,139)

16,356
8,706
1,998

584
2,871

(5a4)
(341 ) 2,535

18,757 (17,698) 1 ,059

30.389
12,986

30,389
2.606

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

301
302
303
304
305
306
307
308
309
310
311
320

320.1
320.2
330

3301
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347

347.1
348

Organization Cost
Franchise Cos!
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Miscellaneous Equipment - CNG Plant
Other Tangible Plant

450,582

(10,379)

(450,582)

35 TOTALS $ 1,076,491 $ (73t,282) s 345,208

36 RUCO Total Adjustment l'$ .(731.2§2)l

References:
Per Company Response to RUCO DR #210 . See RUCO W/P



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02455A-15-0357 et aL
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC~4(b)

Page 2 of 2

1

UTILITY PLANT IN SERVICE (UPIS) ACCUMULATED DEPRECIATION (As) ADJUSTMENT NO. B
POST TEST YEAR PLANT ACCUMULATED DEPRECIATION DISALLOWANCE EXCEEDING 6-MONTHS TEST YEAR END

[Al

Line
No.

Acct.
No. Description

Deere.
Rate

[5]
RUCO

Adjusted
PTY Plant

[C]
RUCO

Disallowed
PTY Plant

[D]
RUCO Adjusted

PW Acc um. Deere.
Amount

s $ s

54,692 (28,251) (470)

15,740 (291 ) (5)

193.841
83,882

(113)
777

6,418

(45250)
113

(2,828)
2

40,018
103,660
58,261

3,139

(23,663)
(94,954)
(56,263)

(3, 139)

(237)
(1,581)
(2,343)

(aw

584
2,877

(584)
(341)

(19)
(34)

18,757 (17,698) (442)

30,389
12,986

1
2
3
4
5
6
7
8
9

10
H
12
13
14
15
16
17
18
19
20
21
22
23
24
2 s
26
27
28
29
30
31
32
33
34

301
302
303
304
305
306
307
308
309
310
311
320

320 . 1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347

347. 1
348

Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res
Lake River and Other Intakes
Wells and Springs
lnnltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and DisL Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip,
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Miscellaneous Equipment CNG Plant
Other Tangible Plant

0.00%
0.00%
0.00%
3.33%
2.50%
2.50%
3.33%
6.67%
2.00%
5.00%

12.50%
3.33%
3.33%
20.00%
2.22%
2.22%
5.00%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%
20.00%
20.00%
4.00%
5.00%
10.00%
5.00%
10.00%
10.00%
3.33%

10.00%
450,582

(10,379)

(450,582)

(519)

(7,502)

35 TOTALS $1,076,491 s (731,282) $ (16,011)

36

37

Company's Accumulated Depreciation on PTY Plant

RUCO Total Adjustment is

26,186

(16,011)l

References:
Per Company Response to RUCO DR #2.10 See RUCO W/P and Schedule TJC~4(d) on page 1 off.

- - - 1 I I I - I I



Liberty Utilities (Bella Vista Water) Corp,
Docket No. W-02465A~15-0357 et al.
Test Year Ended December 31. 2014

Surrebuttal Testimony Schedules
Schedule TJC-4(c:)

Page 1 of 2

UTILITY PLANT IN SERVICE ("UPIS") ADJUSTMENT no. c
CORPORATE PLANT ADJUSTMENT

Line

Allocated Cornorale Plant [A] TB] [C] [F]

1
2
3

Acct.
Q Description

903 Land and Land Rights
904 Structures and Improvements

940.1 Computers and Software

R u c k
Orginal
Cost

$ 1.312.818
11,123,684

2,104,352

Liberty
Utilities
Factor
12_32%
12.32%
12.32%

Rio Rico
Water
Factor
11 .94%
11.94%
11.94%

iD]
Company
Allocated

Rebuttal Orginal
Cost

$ 19,312
163,630

30,955

[E]
Company

Direct
Orginal

Cost
$ 20,738

186,562
32,493

Company
Increase

(Decrease) D
$ (2,127) $

(19,133)
20

[G] [H]
RUCO RUCO

Surrebuttal Surrebuttal
Increase Increase

( decrease) (Decrease)
(1,426) s 101

(22,932) (3,798)
(1 ,537) (1,558)

LU Sub-Corn. Plant

4
5
6
7

903
904
940

940.1

11.94%
11.94%
11.94%
11.94%

s $Land and Land Rights
Structures and Improvements
Office Furniture and Equipment
Computers and Software

405,370
257,704

t ,359,281

48,401
30,770

162,298

38,497
24,473

129,087

9,904
6,296

33,211

8 RUCO Total Adjustment l$ (4.655)l

II I'll
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Liberty uiiiiiies (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Line
No.

Corporate Plant A/D

UPIS ACCUMULATED DEPRECIATION ADJUSTMENT no. C
CORPORATE UPIS ACCUMULATED DEPRECIATION

Surrebuttal Testimony Schedules
Schedule TJC-4(c)

Page 2 of 2

[B] [C]

1

2

3

Acct.
No.
903
904

940. 1

Description
Land and Land Rights
Structures and Improvements
Computers and Softvvare

RUCO
Corp Adi.

$ 701
(3,798)
(1,558)

Depreciation RUCO
Rate Adjustments

0.00% $ -
2.56% (97)

20.00% (3t2)

4 RUCO Total Adjustment

[A]

ill



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A~15-0367 et al.
Test Year Ended December 31, 2014

Surrebutta! Testimony Schedules
Schedule TJC-5

Page 1 of 1

RATE BASE ADJUSTMENT no. 2
ADVANCES IN Am OF CONSTRUCTION ("AlAC'°)

Line
No. Description Amount

AIAC Adjustment:

1 Company AIAC as Filed in Direct
$ 9,114,847

2 Company AIAC as Filed in Rebuttal
8,595,621

3 RUCO Recommended Increase/(Decrease)
$ (519,226)

References:
Company B-1 Schedules

Ill II l



467,330$

Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0-67 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-6

Page 1 of 1

RATE BASE ADJUSTMENT no. 3
CONTRIBUTIONS IN ND OF CONSTRUCTION (CIAC) & AMORTIZATIONS RECONSTRUCTION SCHEDULE

Line
No. Description

Amount

1

Gr_qss g_Ac :

Company Gross CIAC as Filed in Direct
$ 579,988

2 Company Gross CIAC as Filed in Rebuttal
1,080,442

3 RUCO Recommended Increase/(Decrease) Adjustment
$ 500,454

4
Accumulated Am_oriti;atiog of QIAC_:
Company Accumulated Amortization of CIAC as Filed in Direct

$ (304,864)

5 Company Accumulated Amortization of CIAC as Filed in Rebuttal
(337,988)

6 RUCO Recommended Increase/(Decrease) Adjustment
$ (33,125)

7
8

Company Net CIAC as Filed in Direct
Company Net CIAC as Filed in Rebuttal

$ 275,124
742,454

g RUCO Net Increase/Decrease Adjustment

References:



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Sun'ebuttal Testimony Schedules
Schedule TJC-7

Page 1 of 1

RATE BASE ADJUSTMENT no. 4
INTENTIONALLY LEFT BLANK

Line
No. Description Amount

1 $

2 $

3 i s

References:

I



Liberty Utilities (Belia Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-8

Page 1 of 1

RATE BASE ADJUSTMENT no. 5
INTENTIONALLY LEFT BLANK

Line
No. Description

Amount

References:



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al,
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-9

Page 1 of 1

RATE BASE ADJUSTMENT no. 6
INTENTIONALLY LEFT BLANK

Line
No. Description

Amount

References:

l l I



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-10

Page 1 of 1

RATE BASE ADJUSTMENT no. 7
INTENTIONALLY LEFT BLANK

Line
No.

Amount

References:

Description



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-1 1

Page 1 of 1

RATE BASE ADJUSTMENT no. 8
INTENTIONALLY LEFT BLANK

Line

No. Description
Amount

References:
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Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15.0367 et al.
Test Year Ended December 31. 2014

Surrebuttal Testimony Schedules
Schedule TJC-13

Page 1 of 1

RATE BASE ADJUSTMENT NO. 10
CASH WORKING CAPITAL LEAD I LAG STUDY

(Bl [C] [D] [E] [Fl [G]

Line
No. Description

[A]
Company
Adjusted
Test Year
As Filed

RUCO
Expense

Adjustments

RUCO Expense
Recommended Revenue (Lead)/Lag

Expense Lac Days Do

[H]
Cash Working

Net (Lead)/Lag Capital
(Lead)/Lag Days Factor Requirement
Col. rm - Col. [E] Col. [F1/365 Col. [CI x Col. [G]

s s s $
3,021

534,813
16,800

24,001
1 ,248

3.021
558,815

18,047

24.34
32.09

(24.00)

151
16,136
3,294

39,640 39,640
16.11
39.26 366

1,209,810
89.695

673,384

(106,895)
(39,345)
(24,029)

1,102,915
50,350

649,355

19.92
26.06
22.70

68,621
2,286

35,456

6,152
105,295
45,568
63,090

152,340

6,162
105,295
45,588
63.090

150.240

(G12)
25.37

Operatir]_g_ Expenses:
1 Salaries and Wages
2 Purchased Water
3 Purchased Power
4 Chemicals
5 Fuel for Power Production
6 Repairs and Maintenance
7 Office Supplies and Expense
8 Outside Services
9 Contractual Services . Professional

10 Contractual Services - Testing
11 Contractual Services . Other
12 W ater Testing
13 Rents
14 Transportation
15 Insurance
16 Materials and Supplies
17 Miscellaneous
18 Depreciation and Amortization

(2,100)

42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63
42.63

16.11
(8.28)

42.63
18.29
10.54
66.63
42.63
26.52
3.37

42.63
22.71
16.57
19.93
42.63
48.75
17.26
42.63
26.52
50.91

0.11679
0.05011
0.02888
0.18255
0.11679
0.07266
0.00923
0.11679
0.06222
0.04540
0.05450
0.11679
0.13356
0.04729
0.11679
0.07266
0.13948

823
4.979
5,322
4,584

20,955

Taxes'
19 General Taxes-Property'
20 GeneraI Taxes{>ther
21 Income Tax'

$ 166,220 $ (65,448) $ 100,771 42.63
42.63
42.63

213.96 (47,302)

636,086 (221 _139) 414,947 37.00

(17133)
42.63

5.63

(0.46939)
0.11679
0.01542 6,400

Other;
22 Regulatory Commission Expense
23 Interest Expense on Proposed Long-Term Debt

52,111 (52,111 )
120,576

42.63
42.63

(13654)
90.25120,576

179.17
(47.62)

0.49088
(0.13047) (15,731)

24 Total Cash Working Capital Expenses $ 3,794,036 s (385,244) s 3,428,793

25 Total RUCO Recommended Cash Working Capital
s 106,341

26 Total Company Proposed Cash Working Capital

27 RUCO Cash Working Capital Adjustment
I s

160,647

(54,306)l

References:
1 At Proposed Rates



Liberty Utilities (Be\la Vista Water) Corp.
Docket No. W»02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-14

Page 1 of 1

OPERATING INCOME SUMMARY

IA]
Company
Adjusted
Test Year
As Filed

[B] [C]
RUCO

Recommended
Adjusted Test Year

Amounts

[D] [E]

Line
No. Description

RUCO
Recommended

Adjustments

RUCO
Recommended

Changes

RUCO
Recommended

Amounts

1
2
3
4

Revenues:
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

Total Revenues

$ 4,530,252 $ 92,497 $ 4,622,749 s 552,613 $ 5,175,362

$
94,478

4,624,730 $ 92,497 $
94,478

4,717,227 s 552,613 $
94,478

5,269,840

s $ $ s $
3,021

534,813
16,800

24,001
1 .248

3,021
558,815
18,047

3,021
558,815
18,047

39,640 39,640 39,640

1,209,810
89,695

673,384

(106,895)
(39,345)
(24,029)

1,102,915
50.350

649,355

1 ,102,915
50,350

649.355

6,162
105,295
45,568
52,111
63,090

152,340
1,175,263

6,162
105,295
45,568
52,111
63,090

150,240
1 ,119,710

6.162
105,295

45,568
52,111
63,090

150,240
1,119,710

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Operating Expenses:

Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Fuel for Power Production
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Contractual Services - Professional
Contractual Services .. Testing
Contractual Services - Other
Water Testing
Rents
Transportation
Insurance
Regulatory Commission .. Rate Case Expense
Materials and Supplies
Miscellaneous
Depreciation and Amortization
Taxes Other Than income
Property Taxes
Income Taxes

(2,100)
(55,553)

148,997
55.166

(54,349)
156,301

94,648
211 ,467

6,123
203,488

100,771
414,947

27 Total Operating Expenses $ 4,371,156 $ (100,722) s 4,270,434 $ 209,603 $ 4,480,038

28 Operating Income $ 253,574 $ 193,219 $ 446,792 $ 343,010 s 789,802

References:
Column IA};
Column [B]:
Column [C]:
Column [D]:
Column [E]:

Company Schedule C-1 ,
RUCO Recommended Total Adjustments Per Schedule TJC-12 on pages 1-2 at page 2 in Column [S] at line 26,
Cotumn [A] + [B] . RUCO Recommended Adjusted Test Year Amounts Per Schedule TJC-12 on page 2 of 2 in Column [l'];
RUCO Recommended Increase/(Decrease) to Revenue Requirement,
Column [C] + [D] - RUCO Recommended Increase/(Decrease) Amounts for Revenue Requirement.
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ssss s s
(98. 989}

6s88.011 I

98.989

6a8011

4235497
165644

3,978480

46.a13

98989

688,011

3,978480

46813

(257.017)

(58831)
132.483

1,17o

1672.a811,592,408 1.672.881 55707(19 527)

{2.044359}

432050

195 696

3195,256

117,674

3195 343

1

2

3

4

5

6

7

B

g

10

11

12

13

14

15

16

17

18

19

20 (1307033}

14654.-450

2173490

1.959 945

1.151.007

434230

195.135

3218886

76.559

777

41557

2537,767

525889

211

14793417

2130893

1.842.792

t 149.199

434230

195.135

1172,328

76,559

77?

41557

2637767

526 889

211

14793,417

2138893

535,759

1.149.196

a,ea5

9,757

146541

2549

26

B 331

58558

11697

11

295868

70.959

44 529

22984

2.1B0

(561)
21430

(41 .115)

777

41 657

(557,576)

526889

211

138957

(42597)

(117.1533

(1 81 1)

189.235

164.995

281,115

557 771

189,235
281,034
166.002
519513

(116,039)

1151 t4

aa,25a

189235

20,889

121,457

366831

12522

1.393

24 291
73.366

(144107)

(159658)

(190 940)

21
22
23
24
25
26
27

{12,3Q4} (107,41?)

37

(6889l

(442442) (101418)

301

302

303

304

305

306

307

308

309

310

311

320

320. 1

320. 2

ago

330. 1

3330.2

331

333

334

335

336

339

7840

340. 1

341

342

343

344

345

346

347

348

28
29
30
31
32
33

314385

3,235

101.250

892.339

562,722

155378

0.08%

0.00%

0.00%

3. 33%

2.50%

2.509

3.33%

6. 67%

2.00%

5.90%

12. 50%

3. 33%

3. 33%

20. 004

2.22%

2.22%

5.00%

2.00%

3.183%

8. 33%

2.00%

6.67%

6.67%

6.67%

20. 00%

20. 00°/
4 00%

s. 00%

to. 00 /8

5.00%

10. 009'

10.00 %

10. 009'

194664

3.285

101287

885449

118852

155378

302001

3.285

101.237

885.449

220.288

155378

Direet Plant:
Organization Cost
Franchise Cost
Land 5. Land Rights
Structures 8. Improvements
Collecting & Impounding Reservoirs
Lake.River and Canal intakes
Walls & Sprnqs
Infiltration Galleries
Raw Water Sups=»ly Mans
Power Generation Equipment
Pumping Equipment
Water Treatment Equipment
Water Treatment plants
Solution Chemical Feeders
Distribution Reeavoirs a Standpipes
Storage Tanks
Pressure Tanks
Transmission & Distribution Mains
Services
Meters
Hydreruts
Beckfiow Prevention Devices

Other PIar1t 8» Misc Equipment
Office Furniture 8- Equipment

Computers & Software

Transportation Equipment

Stores Equipment

Tools Shop 8. Garage Equipment

Laboratory Equipment

Power Operated Equipment

Communication Equipment

Miscellaneous Equipment

Other Tangible Piarvl

9733

329

5,064

88.545

11886

15538

s34 Diraet Plant Sub-Total s 35392261 s37 180.603 s s s31550329{4,B41Q32) 1112723£785342}

ssss s s{19.312)35

36

37

38

903

904

940

948.1

20.738

225.059

24473

181580

19.312

212,031

30.770

193253

5.428

2052

38 651

212.031

30,770

193.253

on ce

2.56%

6.6T9/

20.00%

(1426)

{t3027)

6.296

31,674

Allocated CO norata Plant:

Land & Land Rights

Structures and Improvements

Office Furniture and Fixluras

Computers and Software

39 sTUIZI PiaNa s 319853843712.452 [4,861243"I

40 sRUCO Total Depreciation Expense an Allowable UPIS 1,158854

Gross cIAo
Fully Amofiizeid

CIAC
Gross CIAC

Déprs. Deduckidln

41 Less Contributions in Aid of Construction s s 3.62°/s s(1,080442) (1,080 442] (39144)

42 0.00%

43

Regulatory Liability

RUCO Total Depreciation Expense t,119710

44 Company Adjusted Depreciation Expense As Filed

45 RUCO lnerease/(Decrease) Expense Adlustmenl Is

1 .1T5.263

455.55311

Liberty utilities (Bella Vista Water) Corp.

Docket No. W-02465A-15-0357 et al.

Test Year Ended December 31. 2014

Surrehultal Testimony Scr1edule$
Schedule TJC-16

P¢\ga 1 of1

OPERATING INCOME ANJUSTIAENT NO. 1

DEPRECIATiON EXPENSE

[A] [01
R u c k

Non-Depre.

Fu{lvDeere.

(El
RUCO

Depreciable UPIS
Recommended

Line NARUC
Mn Account Descrinlion

Company
As pity

[BI
RUCO

Piano

Adiustmerrts

[Cl
RUCO

Adjuslsd Plant

Balannss

[Fl
AuthorizBd

Depreciation
Rate

[G]
RUCO

Depreciation Enmensa
Rnrtnmmnndad

* Fitly Deprecia&ad Pa Company Schedule C-2. page 2

Referanctas:

company B-2 and C-1 Schedules and RUCO Schedule TJC-4 pages 1 s. 2

l
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Liberty Utilities (Bella Vista Water) Corp.

Docket No. W-02465A-15-0-67 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules

Schedule TJC-17
Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 2
PROPERTY TAXES

[A] [B]

Line

No. Property Tax Calculation
RUCO

AS_ADJUS_TEQ
RUCO

_RECOMMENDED

$ $4,7t7,227

- _2
9,434,454

- 4,717,22_7
$

4,717,227

2
9,434,454

$

8

$

s

$

14,151,681

_ 3
4,717,227

2
9,434,454 $

5,269,840

14,704,294

3
4,901 ,431

_ 2
9,802,863

$

1

2

3

4a

4b

5

6
7

8

9
10

11

12

13

14

15

RUCO Adjusted Test Year Gross Revenues

Multiplied by 2

Subtotal (Line 1 * Line 2)

RUCO Adjusted Test Year Gross Revenues

RUCO Recommended Revenue

Subtotal (Line 3 + Line 4a)

Number of Years

Three Year Average (Line 5 I Line 6)

Department of Revenue Mutilplier

Revenue Base Value (Line 7 ' Line 8)

Plus: 10% of CWIP Per Company Schedule E-1 As Filed (intentionally Left Blank)

Less: Net Book Value of Licensed Vehicles

Full Cash Value (Line 9 + Line 10 - Line 11)

Assessment Ratio

Assessed Value (Line 12 " Line 13)

Composite Property Tax Rate (Per RUCO Effective Property Tax Calculation)
$

319.726
9,114,728

18.0%
1,540,651

9.2341%
$

_ 319,726

9,483,136

18.0%
1,706,965

9.2341%

16

17
RUCO Adjusted Test Year Property Tax Expense (Line 14 * Line 15)

Company Adjusted Test Year Property Tax Expense (Per Company Schedule C-1 )
s 151 ,499

205,848

$ (54,349)
18

19

20
21

RUCO Test Year Adjustment (Line 16-Line 17)

Property Tax - RUCO Recommended Revenue (Line 14 * Line 15)

RUCO Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$

$

157,623
151,499

6,123

22

23

24

Increase/(Decrease) to Property Tax Expense

Increase in Revenue Requirement

Increase /(Decrease) to Property Tax per Dollar Increase in Revenue (Line 22 / Line 23)

$ 6,123

552,613

1.1081%

References;

RUCO Schedule TJC-11

RUCO Schedule TJC~4 pages 1 and 2

l l



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A~15-0367 ex aL
Test Year Ended December 31, 2014

SurTebuttal Testimony Schedules
Schedule TJC-18

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 3
INCENTNE PAY

Line
Description

Amount

1 IncentivePay in Test Year
$ 636,000

2 50 /50 Sharing Between Ratepayers and Shareholders
50.00%

3 Ratepayers Share
$ 318,000

4 Bella Vista Allocation Factor
11 .94%

5 Ratepayers 50% Sharing Adjustment ' _ 237,969)l

Referenees:
Per Company Response to RUCO DR 2.04
Bella Vista Allocation Factor per Company Response to Staff DR 2.7

[ s



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A_15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-19

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 4
PAYROLL INCREASE

Line
No. Description

Amount

1

Contractual Services - Professional:
Per RUCO's Company Schedule E W/P After APUC, LUC, andLABSand LU 8020 Labor Adjustments

$ 710,502

2 RUCO Recommended Pay Increase
3.00%_

3 RUCO Recommended Allowance
$ 21,315

4 Pay Increase per Company Filing
45,496

5 RUCO Adjustment
$ (24,181)

6
Contractual Services - Other
Per Company Schedule C-2, Page 9

$ 580,691

7 RUCO Recommended Pay Increase
3,00%

8 RUCO Recommended Allowance
$ 17,421

9 Pay Increase per Company Filing
35,364

10 RUCO Adjustment
$ (17,943)

11 Total RUCO Adjustments to Contractual Services Professional and Other
[s (42,124)l

References:
Per Company Schedule E TJB Final xis, Company Schedule C-2 on page 9, and RUCO W/P Schedule E TJB Final xis
RUCO W/P SUpp#FA#.pdf

l l



$ (58,471)

Liberty Utilities (Bella Vista Water) Com.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-20

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 5
DECLINING USAGE

Line
Description Amount

1

Revenue:
Declining Usage Revenue Adjustment per Company in Direct s

2

(92,497)

(67,033)

3

Dec\ining Usage Revenue Adjustment per Company in Rebuttal

RUCO Recommended 50% Adjustment $ (79,765)

4
Purchased PowerExnensei
Declining Usage Purchased Power Expense Adjustment per Company in Direct $ (24,001)

5 Declining Usage Purchased Power Expense Adjustment per Company in Rebuttal (16,483)

6 RUCO Recommended 50% Adjustment $ (20,242)

7
Chemical Expense:
Declining Usage Chemical Expense Adjustment per Company in Direct $ (1248)

8 Declining Usage Chemical Expense Adjustment per Company in Rebutth\ (857)

9 RUCO Recommended 50% Adjustment $ (1,052)_

10 Total RUCO Net Adjustment

I

l

References:
Per Company C-2 Schedules

E



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-21

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 6
WATER TESTING EXPENSE

Line

M Description
_Amount

1 Contractual Services - Testing Per Company
s 89,695

2 Staff Adjustment to Water Testing Expense

3 RUCO Adopted Staff Adjustment

(45,190)

45.190)]

Beferepces:

lnullu II

r



Liberty UHlities (Bella Vista Water) Corp,
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31 , 2014

Surrebuttal Testimony Schedules
Schedule TJC-22

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 7
POSTAGE DECREASE

Line
DO Description

A_mount
1 Number of Water Bills in Test Year with Annualized Bill Counts

117,065
2 US Postal Service Decrease in Postage Effective April 7, 2016

(0.02)
3 RUCO Adjustment

[s (2,341)I

References:
US Postal Service Price Decrease Effective April 7, 2016

HH



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebutla\ Testimony Schedules
Schedule TJC-23

Page 1 of 1

OPERATING INCOME ADJUSTMENT NO. 8
RECLASS EXPENSE AMOUNTS

Line
LE Description Amount

1 Contractual Services - Other $ (6,086)

2 Contractual Services - Testing 5,845

3 Miscellaneous 241

4 RUCO Net Adjustment Is

References:

I



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et aL
Test Year Ended December 31, 2014

Sunebuttal Testimony Schedules
Schedule TJC-24

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 9
APUC COST ALLOCATION ADJUSTMENTS

Line
No. Description

Amount

1

APUC Non-Labor:
APUC Non-Labor Corporate Allocations Per Company Response to TBH 4.2 vi

$ 38,612
2 APUC Non-Labor Corporate Allocations Per RUCO W/P

10,340

3 RUCO Adjustment
$ (28,272)

4
APUC Labor:
APUC Labor Corporate Allocations Per Company Schedule E W/P

$ 22,497
5 APUC Labor Corporate Allocations Per RUCO W/P

6,024

6 RUCO Adjustment
(1G,4l/3)

7 RUCO APUC Non-Labor & Labor Adjustments
[ $ '_ '_ <4'4,74l52l

Ref_erenges:
Company Response to TBH 4.2 vi
Company Schedule E W/P
RUCO TBH 4.2W/P



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15~0367 et al.
Test Year Ended December 31 _ 2014

Sunebuttal Testimony Schedules
Schedule TJC-25

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. lo
INTENTIONALLY LEFT BLANK

Line

DO Description
Amount

Re_§erence_s:



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et at.
Test Year Ended December 31, 2014

Surrebutial Testimony Schedules
Schedule TJC-26

Page 1 of t

OPERATING INCOME ADJUSTMENT NO. 11
INTENTIONALLY LEFT BLANK

Line
Mg Description Amount

References:

I
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Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-27

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 12
INTENTIONALLY LEFT BLANK

Line

m De§criotion
Amount

1

$

2

3

References:

n m



Liberty Utilities (Bella Vista Water) Corp.
Doeket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-28

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 13
INTENTIONALLY LEFT BLANK

Line

_No. Description

[A]
Com partyAllocated

Amount

[B]
RUCO Anocatea

Amount

[C]
RUCO

As Adjusted

References:

II l



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-29

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 14
INTENTIONALLY LEFT BLANK

Line
No. Descr8>tion Amount

References:



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-30

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 15
INTENTIONALLY LEFT BLANK

Line
No. Description

Amount

References:



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02485A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-31

Page 1 of 1

RATE BASE ADJUSTMENT no. 16
RATE CASE EXPENSE

Line
No. Dgscripgon

A_mount

1 Company Rate Case Expense Requested
$ 260,557

2 RUCO Rate Case Expense Recommended
260,55_7

3 Annual Rate Case Expense Normalized Over 5-Years (Line 2 /5-Years)
$ 52,111

4 RUCO Adjustment

Refere_nees;
Per Company Schedule C-2

lm l
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Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-32

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 17
INCOME TAXES

Line
No. Description

[A]
RUCO

Adjusted Test Year
Amount

[B]
RUCO

Recommended
Amount

1 RUCO Computed Adjusted Test Year Income Tax $ 211,467 $ 414,947

55,166 636,0862 Company Income Tax As Filed

3 RUCO Adjustment to Income Tax Expense 33 156,301 $ (221,139)

References:
See RUCO Schedule TJC-1 at page 2 of 2;
Company Schedule C-1 Adjusted Test Year as Fired
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Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules

Schedule TJC-33
Page 1 of 1

GROSS REVENUE CONVERSION FACTOR ("GRCF")

Line
_No. Description

1 Combined Federal & State Effective Income Tax Rate
Amount

3772340%
2 Property Tax Effective Rate

0.6955%
3 Uncollectible Revenue Effective Rate

_ 0.00Q0%
4 Total Cobined Federal, State, Property, and Uncollectible Effective Rates (Sum of LI + L2 + Ls)

37.9295%

5 Operating Income % = 100% Minus Combined Federal, State, Property, Uncollectible Effective Rates (100% Minus Line 4)
62.0705%

1
6

Operating Income % on Line 5

Rgerergces,
RUCO Schedule TJC-1, Page 1 off and Page 2 of 2
RUCO Schedule TJC-11



7.20%

Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15-0_67 et al.
Test Year Ended December 31, 2014

COST OF CAPITAL

[A] [B]

Surrebuttal Testimony Schedules
Schedule TJC~34

Page 1 of 1

[C] [D]
WEIGHTED

COST
RATE

Line
No. Description

DOLLAR
AMOUNT

CAPITAL
RATIO

COST
RATE

1 Long-Term Debt $ 2,634,864 30.00% 2.75% 0.82%

2 Common Equity 6,148,016 70.00% 9.12% 6.38%

3 Total Capitalization $ 8,782,879 t00.00%

4 WEIGHTED AVERAGE COST OF CAPITAL ("WACC")

References:
Columns [A] Thru [D]: JAC Schedules and Testimony

l



Liberty Utilities (Rio Rico Water) Corp.
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Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-1

Page 1 of 2

RUCO RECOMMENDED REVENUE REQUIREMENT

Line
No. Description

[A]
Company

OCRB/FVRB
Cost

[B]
RUCO

OCRB/FVRB
Cost

1 Fair Value Rate Base

2

$

$

$

$

3

4 $ $

5

8,861 ,632

340,290

3.84%

762,189

860%

6 $ $

7

421,899

1.6209

9,544,269

420,565

4.41 %

687,632

7.20%

267,067

1 .6209
8

9

10

$

$

$

$

11

12

Adjusted Test Year Operating Income (Loss)

Current Rate Of Return (L2 / L1 )

Required Operating Income (L5 X L1 )

Required Rate Of Return On Fair Value Rate Base

Operating Income Deficiency (L4 - L2)

Gross Revenue Conversion Factor (TJC-1, Pg 2)

Increase In Gross Revenue Requirement (L7 X LE)

Adjusted Test Year Revenues

Proposed Annual Revenue (L8 + LQ)

Required Percentage Increase In Revenue (L8 / LE)

Rate Of Return On Common Equity

3,032,792

3,716,628

22.55%

10.80%

3,129,553

3,562,429

13.83%

9.12%

References:
Column [A]: Company Schedules A-1, B-1, C-1, and D-1
Column [B]; RUCO Schedule TJC-2, TJC-11 and TJC-30

III I



Test
Year

Revenue
Increase/(Decrease)

RUCO
Recommended

s 3,129,553
2,506,149

78.635

$ 432,876 $ 3,562,429
2,513,529

78,535
$ 544,769

4.9000 4
$ 970,265

4.9000 /
$ 26,694 s 47,543

518,075$

7,500
6,250
8,500

91.650
62,246

$
$
$
$
$

176,145$

922,722s

1,500
6,250
8,500

91 ,650
199,825

$
$
$
$
$

$ 313,726
202,839$ s 361,269

Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-1

Page 2 of 2

RUCO GROSS REVENUE CONVERSION FACTOR ("GRCF")

LINE
M Q

[A] [B] taxDESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor:
Revenue
Uncollectible Factor
Revenues (LI . L2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE . LE)
Revenue Conversion Factor (L1 I L5)

100.0000%
0,0000%

100.0000%
38.3040%
G1 .6960%
1.620551

7

8
g
10
11

Calculation of Unmllectdble Factor:
Unity

Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - L8)

Uncollectible Rate
Uncollectible Factor (LE ' L10)

1000000%
37.2340%
62.7660%
0.0000%

0.0000%

Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal Income Tax Rate (Col. [C}, L53)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State Income Tax Rate (L13 + L18)

100.0000%
4.9000%

95.1000%
34.0000%
32.3340%

37.2340%

1000000%
372340%
627160%
1.7048%

Calculation of Effective Prooertv Tax Factor
18 Unity
19 Combined Federal and State Income Tax Rate (Col. [B], L17)
20 One Minus Combined Income Tax Rate (L18-L19)
21 Property Tax Factor (Sch. TJC-9, Col. [B], L24)
22 Effective Property Tax Factor (L20 x L21)
23 Combined Federal and Stale Income Tax and Property Tax Rate (Col. [B], L17 + L22) 1 .0700%

38.3040%

24 Required Operating Income (Sch. TJC-1, Col. [B] Line 4)
25 Adjusted Test Year Operating Income (Loss) (Sch. TJC-1, Col. [B], L2)
26 Required Increase in Operating Income (L24 - L25)

s 687,632
420,565

$ 267,067

27 Income Taxes on Recommended Revenue (Col. [CL L52)
28 Income Taxes on Test Year Revenue (Col. IA], L52)
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28)

$ 361,269
202,839

158,429

s 5,179,027
0.0000%

30 Recommended Revenue Requirement (Sch. TJC-1, Col. [B), Line to)
31 Uncollectible Rate (L10)
32 Uncolllectible Expense on Recommended Revenue (L30 x L31)
33 Adjusted Test Year Uncollectible Expense (Sch. TJC-6, Col. [C}, L32)
34 Required Increase in Revenue to Provide for Uncollectible &p, (L32 - L33)

$
$

35 Property Tax with Recommended Revenue (Sch. TJC-9, Col. [B], L19)
36 Property Tax on Test Year Revenue (Sch. TJC-9, Col. [B], L20)
37 Increase in Property Tax Due to Increase in Revenue (L35 - 36)

$ 166,220
148,997

17,223

38 Total Required Increase in Revenue (Col, [B], L26 + L29 + L34 4» L37)
$ 442,719

Calculation oflnoome Tax:
39 Revenue (Sch. TJC-1, Col. [B], Line 9 & Sch. TJC-1, Col. [B], L10)
40 Operating Expenses Excluding Income Taxes
41 Synchronized Interest(CoI. [C], L57)
42 Arizona Taxable Income (L39 - L40 - L41)
43 Arizona State Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxable Income (L42 - L44)

46 Federal Tax on First Income Bracket (51 - $50,000) @ 15%
47 Federal Tax on Second Income Bracket ($51,001 . $75,000) @25%
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
49 Federal Tax on Fourth Income Bracket ($100,001 - $335_000) @39%
50 Federal Tax on Fifth Income Bracket ($335,001 .$10,000,000) @ 34%

51 Total Federal Income Tax
52 Combined Federal and State Income Tax (L44 + L51 )

so Applicable Federal Income Tax Rate [CoL ac), L46 _ Col, [AL, L461 / [Col 101. L40 . Col. III_ L4o1
34.0000%

54 Svnchronized Interest Calculatlonz
55 Rate Base
56 x Weighted Average Cost of Debt
57 Synchronized lnterest

s

s

9,544,269
0.8239%

78,635

II u



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-2

Page 1 of 1

RUCO RATE BASE SUMMARY

Line
No. Description

[A]
Company
As Filed

OCRB/FVRB

[B]
RUCO

Recommended
Adjustments

[C]
RUCO

As Adjusted
OCRB/FVRB

1

2

3

Gross Utility Plant In Sewioe
Accumulated Depreciation

Net Utility Plant In Service (LI + L2)

$ $ $

$

37,384,534
(16,309,712)
21 ,074,821 $

212,748
(63,161 )
149,587 $

37,597,281
(16,372,873)
21 ,224,408

4
Less:
Advances In Aid Of Construction ("AlAC") $ (976,558) $ s (976,558)

5
6
7

Contribution In Aid Of Construction ("CIAC")
Accumulated Amortization of CIAC

Net CIAC (Ls + LE) $

(20,261 .911 )
10,388,151
(9,873,760) $

(7,738)
(7,738) $

(20,261,911)
10,380,413
(9,881,498)

8 Customer Meter Deposits $ (332,034) $ $ (332,034)

9 Customer Security Deposits

10
11
12

Gross Regulatory Liability
Accumulated Amortization

Net Regulatory Liability $ $ $

13 Accumulated Deferred Income Taxes ("ADIT") $ (1,121,537) $ 593,941 $ (527,596)

14
PI us:
Unamortized Finance Charges

15
16
17

Prepayments
Materials & Supplies
Cash Working Capital

1,508 1,508

89,192 (53,152) 36,040

18 TOTAL RATE BASE (Sum L's 3, 4, 7, 8, 9, 12 Thru 17) 8,861,632 - 682,657
-u. - 9,544,269

References_.
Column [A]:
Column [B]:
Column [C]:

Company Schedule B-1
TJC-3, Columns [B] Thru [K]
Column [A] + Column [B]
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Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-4(a)

Page 1 of 2

UTILITY PLANT IN SERWCE (UPIS) ADJUSTMENT no. A
COMPANY REBUTTAL ADJUSTMENTS

Line

M

Company
Direct
UPIS

Company
Rebuttal

_UPIS

RUCO
Surrebuttal

Adjustments
Want:

$ 5,785
417

45,968
3,030,713

$ 5,785
417

45,968
3,185,381

$

154,568

505,898 505,898 0

368,900
(369,996)
369,996

434

60,098
420,369
45,411
1,138

272,502
219,360

1,952,570
369,996

92
4,975

759,320
1,066

144
22,759,460
4,034,788
1,696,383

635,868
15,855

123,778
115,867

76,919
141,853

272,502
219,360

2,321 ,470
0

370,088
5,409

759,320
1,066

144
22,819,558
4,455,157
1,741 ,794

637,006
15,855

123,778
35,014

159,572
141,853

(80,853)
82,652

97,663
3,061

100,632
3,061

2,969

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

Direct P
301
302
303
304
305
306
307
308
309
310
311
320

320.1
320.2
330

330.1
330.2
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347
348

Organization Cost
Franchise Cost
Land & Land Rights
Structures & Improvements
Collecting & impounding Reservoirs
Lake, River, Canal Intakes
Wells & Springs
Infiltration Galleries
Raw Water Supply Mains
Power Generation Equipment
Pumping Equipment
Water Treatment Equipment

Water Treatment Plants
Solution Chemical Feeders

Distribution Reservoirs & Standpipe
Storage Tanks
Pressure Tanks

Transmission & Distribution Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant a Misc Equipment
Office Furniture & Equipment
Computers 8< Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant
Rounding

218,183
5,427

303,104
5,427

84,921

(2) (2)

35 Total Direct Plant _$ 37,593,913 $ 38,231,621" s' 1,145,705

36
37
38
39

Allocat
903
904
940

940.1

ed Corporate Plant:
Land & Land Rights
Structures and Improvements
Office Furniture and Fixtures
Computers and Software

$ 13,956
151,457

38,336
86,871

$ 13,896
150,903
42,947

111,597

$ (60)
(554)

4,610
24,725

40 Total Allocated Corporate Plant - $ _- 296,6 $ 319,342 $ 28,822

41 Plant Not Accounted For

42

$ $ s

Total Utility Plant if Service(UplS) ' $ 37,384,534 3 38,353,954 5. 1,768,450



Liberty Utilities (Rio RicoWater) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-4(a)

Page 2 of 2

UTILITY PLANT IN sERvicE (UPIS) ACCUMULATED DEPRECIATION (AD) ADJUSTMENT no. A
COMPANY REBUTTAL ADJKUSTMENTS

Line

M

Company
Direct
N D

Company
Rebuttal

A/D

RUCO
Surrebuttal

Adlustments

Want:

$ $ $

876,050 878,791 2,741

267,496 267,496 0

23,743
(218,101)
218,101

43

882
10,435
25,050

20

52,885
134,264

1,450,340
218,101

2
498

238,934
12

4
10,838,809

731 ,730
705,382
217,184

4,180
52,21 g
37,006
76,919

139,877

52,885
134,264

1,474,083

(0)
2t8,103

541
238,934

12
4

10,839,691
742,165
730,433
217,204

4,180
52,219
29,007

101,123
139,877

(7,999)
24,204

5,654
3,061

5,562
3,061

(92)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

Direct P
301
302
303
304
305
306
307
308
309
310
311
320

320.1
320.2
330

330.1
330.2
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347
348

Organization Cost
Franchise Cost
Land & Land Rights
Structures & Improvements
Collecting & impounding Reservoirs
Lake, River, Canal Intakes
Wells 8t Springs
Infiltration Galleries
Raw Water Supply Mains
Power Generation Equipment
Pumping Equipment
Water Treatment Equipment

Water Treatment Plants
Solution Chemical Feeders

Distribution Reservoirs 8< Standpipes
Storage Tanks
Pressure Tanks

Transmission & Distribution Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant 8< Misc Equipment
Office Furniture & Equipment
Computers & Software
Transportation Equipment
Stores Equipment
Tools, Shop 8t Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant
Rounding

206,595
1 ,815

211,356
1,815

4,761

35 Total Direct Plant $ 16.239,017 $ 1é342,807 8.3_,790

36
3 7
38
39

903
904
940

940.1

Allocated Corporate Plant:
Land & Land Rights
Structures and Improvements
Office Furniture and Fixtures
Computers and Software

$ $ $
8,011
1,376

41,308

9,406
1 ,762

50,765

1,395
385

9,457

40 Total Allocated Corporate Plant $ 50,695 $ 61,953 $ 11,238

41 Plant Not Accounted For $ $ $

42 Total Utility Plant in Service (Upls) $ 16,309,712 $ 16,404,740 s 95,028



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC~4(b)

Page 1 of 2

Line
No.

Acct.
No.

UTILITY PLANT IN SERVICE ("UPIS") ADJUSTMENT NO. B
POST TEST YEAR PLANT DISALLOWANCE EXCEEDING 6-MONTHS TEST YEAR END

[Al
RUCO

PTY Plant
BalanceDescription

[B]
RUCO

PTY Plant
Adjustments

[C]
RUCO

Recommended
PTY Plant

$ $ s

244,395 (122,198) 122,198

377,503 (188,751) 188,751

84.278
591,577
601,449

1,997

(42,138)
(295,788)
(300,725)

(999)

42.138
295,788
300,725

egg

398
1 ,800

(199) 199
1,800

1
2
3
4
5
S
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

301
302
303
304
a s
306
307
308
309
310
311
320

320. 1
320.2
330

330.1
330.2
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347
348

Organization Cost
Franchise Cost
Land and Land Rlghts
Structures and Improvements
Collecting and impounding Res.
Lake River and Other Intakes
Wells and Springs
lnNltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Soluiion Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans, and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

11,769 (5,884) 5,884

34 TOTALS
$ 1,915,164 $ 956.682) $ 958,482

35 RUCO Total Adjustment
$ (956,682)l

References:
Per Company Response to RUCO DR #2.10 - See RUCO W/P



Liberty Utilities (Rio Rico Water) Corp,
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC~4(b)

Page 2 of 2

UTIUTY PLANT IN SERVICE ("UPIS") ADJUSTMENT NO. B
POST TEST YEAR PLANT ACCUMULATED DEPRECIATION DISALLOWANCE EXCEEDING B-MONTHS TEST YEAR END

[A]

Line
No.

Acct.
No. Description

Deere.
Rate

[B]
RUCO

Adjusted
PTY Plan!

[C]
RUCO

Disallowed
PTY Plant

[D]
RUCO A<1juszea

PTY Acc um. Deere.
Amount

s $ $

244,395 (122,198) (2,035)

377,503 (188,751) (11,797)

84,276
591,577
601,449

1 ,997

(42,138)
(295,788)
(300,725)

(999)

(421 )
(4,925)

(12,525)
(10)

398
1,800

(199) (7)

1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

301
302
303
304
305
306
307
308
309
310
311
320

320.1
320.2
330

330.1
330.2
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347
348

Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
lnEItration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backtiow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

0.00%
0.00%
0.00%
3.33%
2.50%
2.50%
3.33%
0.67%
2.00%
5.00%

12.50%
3.33%
3.33%

20.00%
222%
2.22%
5.00%
2.00%
3.33%
8.33%
2.00%
8.57%
6.67%
8.67%

20.00%
20.00%
4.00%
5.00%
10.00%
5.00%

10.00%
10.00%
10.00%

11,769 (5,884) (147)

34 TOTALS
$1,915.164 $ (956,682) $ (31,867)

35

36

Compares Accumulated Depreciation on PTY Plant

RUCO Total Adjustment Is
63,913

(31,867)I

References'
Per Company Response to RUCO DR #240 - See RUCO W/P and Schedule TJC-4(d) on page 1 of 2.

I



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-5

Page 1 of 2

RATE BASE ADJUSTMENT no. 2
ADVANCES IN AID OF CONSTRUCTION ("AlAC")

Line
No. Description Amount

AIAc Adlustment #1 :

1 Company AIAC as Filed in Direct
$ 976,558

2
976,558

3

Company AIAC as Filed in Rebuttal

RUCO Recommended Increase/(Decrease) Adjustment
s

References:
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Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et at.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJ C-6

Page 1 of 5

RATE BASE ADJUSTMENT no. 3
CONTRIBUTIONS IN AID OF CONSTRUCTION (CIAC) & AMORTIZATIONS RECONSTRUCTION SCHEDULE

Line

M Description
Amount

1

Grogs CIAC:

Company Gross CIAC as Filed in Direct
$ 20,261,911

2 Company Gross CIAC as Filed in Rebuttal
20,261,911

3 RUCO Recommended Increase/(Decrease) Adjustment
$

4
Accumulated Am_oritgati9p orf§IA§:
Company Accumulated Amortization of CIAC as Filed in Direct

$ (10,388,151)

5 Company Accumulated Amortization of GIAC as Filed in Rebuttal
(10,380,413)

6 RUCO Recommended Increase/(Decrease) Adjustment
$ 7,738

7
8

Company Net CIAC as Filed
RUCO Recommended Net CIAC $ 9,873,760

9,881 ,498

g RUCO Net Increase/Decrease Adjustment

References:



$

Liberty Utilities (Rio Rico Water) Corp.

Docket No. W-02465A-15-0367 et al.

Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-7

Page 1 of 1

RATE BASE ADJUSTMENT no. 4
INTENTIONALLY LEFT BLANK

Line
No. Description Amount

1
$

2
$

3

References:



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15~0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-8

Page 1 of 1

RATE BASE ADJUSTMENT no. 5
INTENTIONALLY LEFT BLANK

Line
No. Description Amount

l

References:



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-9

Page 1 of 1

RATE BASE ADJUSTMENT no. 6
INTENTIONALLY LEFT BLANK

Line
No. Description Amount

References:



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJc-10

Page 1 of 1

RATE BASE ADJUSTMENT no. 7
INTENTIONALLY LEFT BLANK

Line
No. Description Amount

References:



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-11

Page 1 of 1

RATE BASE ADJUSTMENT no. 8
INTENTIONALLY LEFT BLANK

Line
No. Qescriotiorg Amount

References:
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Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A~15-0367 et al.
Test Year Ended December 31, 2014

Surrebuml Testimony Schedules
Schedule TJC-13

Page 1 of 1

RATE BASE ADJUSTMENT no. 10
CASH WORKING CAPITAL LEAD I LAG STUDY

[B] [CI [D] [E]

Line

.89 Description

[A]
Company
Adjusted
Test Year
As Filed

RUCO
Expense

Adjustments

RUCO Expense
Recommended Revenue (Lead)lLag

Expense Lao Davs Davs

[F] [G] [H]
Cash Working

Net (Lead)lLag Capital
(Lead)lLag Days Favor Requirement
COL rm - €0I. [E] Col. m /365 COL [Cl x Col. \'G\

s $ s $
69,895

324,148
4,502

21,271
303

69,895
345,419

4,905

27.48
29.04

0.42

3,347
15,065

599

34.071 34.071
32.84
38.69 585

1 ,039,036
41,807
97.9n4

(430.114)
(2,394)

357,767

608.922
39,413

455,571

20.03
28.21
22.20

41,588
1,809

28,412

Operating Expenses:
1 Salaries and Wages
2 Purchased Water
3 Purchased Power
4 Chemicals
5 Fuel for Power Production
6 Repairs and Maintenance
7 Office Supplies and Expense
8 Outside Services
9 Contractual Services - Professional
10 Contractual Services - Testing
11 Oontractual Services - Other
12 W aler Testing
13 Rents
14 Transportation
15 Insurance
16 Materials and Supplies
17 Miscellaneous
18 Depreciation and Amortization

4,169
60,352
27,865
29,680
61,392 (1,164)

4.169
60.352
27,865
29.680
60,228

44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96

(5.40)
28.43

(1B2.50)
32.84
31.38

0.00

44.96
17.48
15,92
44.54
44.96
12.12
6.27

44.96
24.93
16.75
22.76
44.96
50.36
1653

227.46
12.12
13.58
44.96

0.12317
0.04789
0.04361
0.12202
0.12317
0.03320
0.01711
0.12317
0.06830
0.04589
0.06235
042317
0.13797
004528
0.62317
0.03320
0003720
0.12317

575
2,733

17,365
985

2,241

19 Total Operating Expenses s 1,794,920 s (54,330) s 1 ,74D,590

s 166,715 s 670 s 167,386 213.96
Taxes:

20 GeneraI Taxes-Property'
21 General Taxes-Other
22 Income Tax' 397,421 (36,152) 361 ,269

44.96
44.96
44.96 37.00

(169.00)
M 9 5

7.96

(0.46301)
0.12317
0.02180

(77,502)

7,877

33,172 44.96
44,96

(13654)
90.25

Other:
23 Regulatory Commission Expense
24 Interest Expense on Proposed Long-Term Debt

(33,172)
108,477 77,684

181.50
(45.29)

0.49726
(0.12409) (9,639)

25 Total Cash Working Capital Expenses $ 2,392,228 $ 20,975 $ 1,818,274

26 Total RUCO Recommended Cash Woddng Capital $ 36,040

27 Total Company Proposed Cash Working Capital

28 RUCO Cash Working Capital Adjustment 15

89,192

(53,152)l

References:
1 At Proposed Rates



ILiberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

8

Surrebuttal Testimony Schedules
Schedule TJC-14

Page 1 of 1

OPERATING INCOME SUMMARY

[B] [D] [EI

Line
No. Description

[A]
Company
Adjusted

Test Year
As Filed

RUCO
Recommended

Adjustments

[Cl
RUCO

Recommended
Adjusted Test Year

Amounts

RUCO
Recommended

Changes

RUCO
Recommended

Amounts

1
2
3
4

Revenues:
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

Total Revenues

$ 2,984,538 $ 96,762 s 3,081 ,299 $ 432,878 s 3,514,175

$ _

48,254
3,032,792 s 96,762

48,254
3,12s2:>53 $ 432,876 s

48,254
3,562,429

$ $ $ $ $
69,895

324,148
4.602

21 ,271
303

69,895
345,419

4,905

69,895
345,419

4,905

34,071 34,071 34,071

1 ,039,036
41 ,807
97,904

(430,114)
(2,394)

357,767

608,922
39,413

455,671

608,922
39,413

455,671

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
2 0
21
22
23
24
2 5
2 6

Operating Expenses:
Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Fuel for Power Production
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Contractual Services . Professional
Contractual Services - Testing
Contractual Services - Other
Water Testing
Rents
Transportation
Insurance
Regulatory Commission - Rate Case Expense
Materials and Supplies
Miscellaneous
Depreciation and Amortization
Taxes Other Than Income
Property Taxes
Income Taxes

4,169
60,352
27,865
33,172
29,680
61,392

562,211
(1,164)
10,170

4,169
60,352
27,865
33,172
29,680
60,228

572,381

4,169
60,352
27,865
33,172
29,680
60,228

572,381

155,057
147,142

4,949
55,697

160,006
202,839

7,380
158,429

167,386
361,269

27 Total Operating Expenses `$ 2,695,302 $ 16,486 5 ' 2?08,988 $ 165,809 s -2,874,:/97

28 Operating Income $ 340290 . _'s 80,238 $ 420535 $ 267,067 687.632

References:
Column [A]:
Column [B]:
Column [C]:
Column [D}:
Column [E]:

Company Schedule C-1 ,
RUCO Recommended Total Adjustments Per Schedule TJC-12 on pages 1-2 at page 2 in Column [S] at line 26,
Column [A] + [B] - RUCO Recommended Adjusted Test Year Amounts Per Schedule TJC~12 on page 2 of 2 in Column [|'],
RUCO Recommended Increase/(Decrease) to Revenue Requirement,
Column [C] + [D] - RUCO Recommended Increase/(Decrease) Amounts for Revenue Requirement.
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s s s s s s(5,785)

(417)

(45-968)

5,7a5

417

45,ses

3,185,381 122_198

5,155

417

45,9ea

3,063,183 3,063,183 102,004

sos,a9s 505,898 565,888 16,846

1BB,751

»»

42,13a

295.788

:l00,7z5

999

199

900

272,502

219,360

2,321,470

o

a7o,uas

s,-we

759,320

Lose
144

22,819,558

4,455,157

1,741,794

sa7_aa6

15,855

123,778

35,014

159,512

141,853

272,502

219.360

2,132,719

0

370,088

5,409

759,320

1.066

144

22,777,420

4,159,369

1,441,069

s:1e,oo7

15.855

123,778

a4.815

159,572

141.853

272,502

219,wo

2,132,719

o

370,088

5.409

759,320

1.066

144

22,171,420

4,159,359

1,441,069

aae,oo7

15,a5s

123,IIIIB

a4,a15

82,6s2

a,a2a

(76,919)

(138,029)

5,450

10.968

266.590

0

12,324

1.052

16.857

24

1

4s5_s48

138,507

120,041

12,720

1,o5a

e,25e

2,322

16.530

755

s,ea4 94.74a 4.737100.632

3.061
s4,74e

3.061 (3,061)

303.104

5.427
303.104

5.427
ao:s.1o4

5,427
30,310

54a

301

BBQ

a la
304

305

306

ao1

308

309

310

311

320

320. 1

320.2

330

330. 1
330.2

331

333

334

335

3343

339

340

340. 1
341

342

34a

344

345

346

347

348

Direct Plant:

Ofganunucn cos:

Franchise can

Land aid Land Raghns

Slruduw and Improvemevls

Collecting and Impounding Res.

Lake Riva' aid Other Intakes

w88 Ann! Springs

Infiihaiinn Galieuies and Tunnels

Supply Maim

Panel Gwaalicn Equipment

Eledlic Pumping Equipment

Water Treatment Equipmax!

Water Twatmen Plant

C h en I Snluiion Feeding

on. Resawas a Standpipe

Storage tan's

Plessule Tanks

Tears. aM DN. Mains

Services

M a a s

Hydrants

aadmuw PlevaNbn Dewees

omer Pam Ana Man. Equip.

OHIK:e Fumituls and Fbdules

Compulels and Sotlware

Transponalicn Equipmal

S[0[8 Equipment

Tools aid Work Equipment

Lahovatory Equfpmevl

Power Opefaied Equipment

Communicaibns Equipment

Misedlanenus Equipman

Other Tangible Plant

0.00%

ooo%

0.00%

a.aa%

2.50%

2.50%

3.33%

6.87%

2.00%

5.00%

125098

3.33%

a.aa%

20.00%

2.22%

2.22%

500%

2.00%

3.38%

5.33%

2oo%

6.67%

657%

s.s1%

2o.oo%

20.00%

400%

5.00%

10.00%

5.00%

10.00%

10.00%

1o.m%

1

2

a

4

5

s

7

8

9

10

11

12

13

14

15

16

17

i s

19

20

21

22

23

24

25

26

27

28

29

t o

31

32

33

34 o (2) (2) (2) (2)

35 num Plant Sub-Tnlal ss 38,234,621 957,580 ss 37,277,937 s 37,0977758 s(270,161) 1,223,490

s s s s s s(13,596)36

37

38

39

903

904

940

940.1

Allocated Corporate Plant:

Land s. Land Rag fas

Stmaurm and Impmvanmts

Off me FumKure and Fbdura

Computers aid Sc&ware

13,956

151,457

ah,aas

86,871

(60)
(554)

4,61 o

24,725

1a,s9s

150,903

42.947

111,597

0.00%

256%

6.67%

2ooo%

150,903

42.947

111 ,597

:Lass

2,865

z2,a19

Sub-Totals ss 35,525,241 986,302 s ss 37,597,279 37,313,204(284,077) s 1252,537

Gross cIAo
Fully Amortized

CIAC
Gross CIAC

Deere. Dadudion

40 Less: Contdbutbrs in Aid of Construction s 20,261,911 s 20,261,911 3.36% s (5B0,15Bl

41
0.00%

42

Regulatory Uabimy

RUCO To!aI Depleciaiion Expose
572,381

43 Company Adjured Depreeialbn Expose As Filed
562,211

44 RUCO lncreasd(Declease) Expense Adjusimenl
s 10,170

Liquefy Utilities (Rb Rico Water) Corp.
Ald is  No w~oz4e5A-15-0367 a  a l .
TG Year Ends Decslnber 31, 2014

Sunebtlial Tedinony Sdledula
Sdwedule TJc~16

Page 1 ol 1

OPERAT ING me n u s  ADJ UST M ENT  NO.  1
DEPRECIAT ION EXPENSE

( A l

L i l a  N A R U C
Nm Arzrnufii Dscsintinn

C0m¢>=f~v
As Fled

[B]
RUCO
Plan(

Adjustments

[C]
RUCO

A4jLs¢ea Plant
Ba lann ls

[91
R u c o

Non-Depre.
Fu l l  Den is

[El
R U C O

Depledable UPIS
Rennmmmvded

FL
Aumofizea

Deprllciiiiorl
R819

[G]
R u c o

Depreciation Exmerue
Rnnrxmmsuudsd

* Full'y Depreciated Per Ccrnpany Schedule C-2, D398 2

References:
Company B-2 and C-1 Schedules, and RUCO Schedule TJC-4(a), mg 1 & 2



Liberty Utilities (Rio Rico Water) Corp.

Docket No. W-02465A-15-0367 et al.

Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules

Schedule TJC-17

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 2

PROPERTY TAXES

[A] [Bl

Line

l§I_o. Eroperty Tax Calculation
RUCO

_ _As ADJUSTED
RUCO

RECQMME_N_PED

1

2

3

4a

Cb

$ 3,129,553

_2

6,259,107

3,129,553

$ 3,129,553

- - 2

6,259,107

$ $

$ $

$

9,388,660

_ a

3,129,553

2

6,259,107 $

4562.422

9,821,536

- 3_
3,273,845

2

6,547,691

$

5

6

7

8

9

10

11

12

13

14

15

RUCO Adjusted Test Year Gross Revenues

Multiplied bye

Subtotal (Line 1 ' Line 2)

RUCO Adjusted Test Year Gross Revenues

RUCO Recommended Revenue

Subtotal (Line 3 + Line 4a)

Number of Years

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

Revenue Base Value (Line 7 * Line B)

Plus: 10% of CWIP Per Company Schedule E-1 As Filed (Intentionally Left Blank)

Less: Net Book Value of Licensed Vehicles

Full Cash Value (Line 9 + Line 10 - Line 11)

Assessment Ratio

Assessed Value (Line 12 * Line 13)

Composite Property Tax Rate (Per RUCO Effective Property Tax Calculation)
s

1,975

6,257,131

18.0%

1,126,284

14.2066%

S

' as

_ 1,975

6,545,715

18.0%

1,178,229

14.2066%

16

17

RUCO Adjusted Test Year Property Tax Expense (Line 14 * Line 15)

Company Adjusted Test Year Property Tax Expense (Per Company Schedule C-1)
$ 160,006

155,057

$ 4,94918

19

20
21

RUCO Test Year Adjustment (Line 16-Line 17)

Property Tax - RUCO Recommended Revenue (Line 14 * Line 15)

RUCO Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$

$

167,386

160,006
7,380

22

23

24

Increase/(Decrease) to Property Tax Expense

Increase in Revenue Requirement

Increase /(Decrease) to Properly Tax per Dollar Increase in Revenue (Line 22 / Line 23)

$ 7,380

432,876
1 .7048%

Referengggg

RUCO Schedule TJC-11
RUCO Schedule TJC-4(a) page 1 of 2



s 20,320

Liberty Utilities (Rio Rico Water) Corp.
Docket No. W~02465A-15-0367 et al.
Test Year Ended December 31 , 2014

Sunebuttal Testimony Schedules
Schedule TJC-18

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 3
INCENTNE PAY

Line
No. Description

Amount

1 Incentive Pay in Test Year
$ 636,000

2 50 I 50 Sharing Between Ratepayers and Shareholders
50.00%

a Ratepayers Share
$ 318,000

4 Bella Vista Allocation Factor
6.39%

5 Ratepayers 50% Sharing Adjustment

References:
Per Company Response to RUCO DR 2.04
Rio Rico Water Allocation Factor per Company Response to Staff DR 2.7



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al,
Test Year Ended December 31, 2014

Sunebuttal Testimony Schedules
Schedule TJC~19

Page 1 of 1

OPERATING INCOME ADJUSTMENT NO. 4
PAYROLL INCREASE

Line
M Description Amount

1

Contractual Services - Professional:
Per RLlCO's Company Schedule E W/P After APUC, LUC, and LABS Labor Adjustments $ 724,150

2 RUCO Recommended Pay Increase 3.00%

3 RUCO Recommended Allowance $ 21,725

4 46,334

5

Pay Increase per Company Filing

RUCO Adjustment $ (24,609)

G

Contractual Services - Other:
Per Company Schedule C-2, Page 9 $ 65,420

7 RUCO Recommended Pay Increase 3.00%

8 RUCO Recommended Allowance $ 1 ,963

9 3,984Pay Increase per Company Filing

10 RUCO Adjustment $ (2,021)

11 Total RUCO Adjustments to Contractual Services Professional and Other [s (26,631)l

References:
Per Company Schedule E TJB Final xis, Company Schedule C-2 on page 9, and RUCO WIP Schedule E TJB Final xis
RUCO W/P SUpp#FA#.pdf

ll



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Sunebuttal Testimony Schedules
SChedulve TJC-20

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 5
DECLINING USAGE

Line
No. Description Amount

1

Revenue:
Declining Usage Revenue Adjustment per Company in Direct s (96,762)

2 Declining Usage Revenue Adiusiment per Company in Rebutta\ 11,114

3 RUCO RecommendedAdjustment $ (85,648)

4
Purchased Power Expense:
Declining Usage Purchased Power Expense Adjustment per Company in Direct $ (21 ,271 )

5 RUCO Recommended Declining Usage for Purchased Power Expense in Rebuttal a,181

6 RUCO Recommended Adjustment s (18,090)

7
ChemicalExpense:
Declining Usage Chemical Expense Adjustment per Company in Direct s (303)

8 Declining Usage Chemical Expense Adjustment per Company in Rebuttal 45

9 RUCO Recommended Adjustment $ (258)

10 Trial RUCO Adjustment Is (67,300)l

References:
Per Company C-2 Schedules



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02455A-15-0367 et al.
Test Year Ended December31 , 2014

Surrebuttal Testimony Schedules
Schedule TJC-21

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 6
\INTENTIONALLY LEFT BLANK

Line
No. Description Amount

1 Contractual Services - Testing Per Company $ 41,807

2 Staff Adjustment to Water Testing Expense

3 Ruck Adopted Staff Adjustment Is
(2,394)

(2,394)l

References:

l



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-22

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 7
POSTAGE DECREASE

Line
No. Description

Amount

1 Number of Water Bills in Test Year with Annualized Bill Counts
76,897

2 US Postal Service Decrease in Postage Effective April 1, 2016
($p_.02>.

3 Total Adjustment in Postage Due to Postage Price Decrease
$ (1,538)

4 Rio Rico Water Allocation Factor
75.67%

5 RUCO Adjustment 18 _(1,1.64)]

Regrenceg
US Posts! Service Price Decrease Effective April 7, 2016



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-23

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 8
INTENTIONALLY LEFT BLMK

Line
M Description

_ »amount_ _
1 Contractual Services - Other

s 359,789
2 Contractual Services - Professional

(359,789)
3 Miscellaneous

4 RUCO Net Adjustment fs' ~l

References:



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-24

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 9
APUC COST ALLOCATION ADJUSTMENTS

Line
M Description __Amount___

1

APUC Non-Labor:
APUCNon-LaborCorporate Allocations Per Company Response to TBH 4.2 vi $ 22,512

z APUC Non-Labor Corporate Allocations Per RUCO W/P 7,083

3 RUCO Adjustment\ (_15,429).

4
APUC Labor:
APUC Labor Corporate Allocations Per Company Schedule E W/P $ 14,541

5 APUC Labor Corporate Allocations Per RUCO W/P 4,515

6 RUCO Adjustment $ (9,966)

7 RUCO APUC Non-Labor 8. Labor Adjustments is (25,395)l

References:
Company Response to TBH 4.2 vi
Company Schedule E W/P
RUCO TBH 4.2 W/P



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-25

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 10
INTENTIONALLY LEFT BLANK

Line
4; Description _ _Amour

Referenqgz



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W~02465A-15-0367 et al.
Test Year Ended December 31, 2014

Sunebuttal Testimony Schedules
Schedule TJC-26

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 11
INTENTIONALLY LEFT BLANK

Line

M Description §\mount_ _

B_eferences:

9



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-27

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 12
INTENTIONALLY LEFT BLANK

Line
No. Description

Amount

1

$

2

3
$

References:

I I



Liberty Utilities (Rio Rico Water) Corp.
Doeket No. W-02465A-15-0367 et al.
Test Year Ended December 31. 2014

Surrebuttal Testimony Schedules
Schedule TJC-28

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 13
INTENTIONALLY LEFT BLANK

Line
No. Description

[A]
Company Allocated

Arggunt

[8 ]
Ruco Allcc2lI€d

Amount

[Cl
RUCO

_As Adjusted

References:



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-29

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 14
INTENTIONALLY LEFT BLANK

Line
No. Description Amount

References:



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31 , 2014

Surrebuttal Testimony Schedules
Schedule TJ C-30

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 15
INTENTIONALLY LEFT BLANK

Line
No. Des_criDtion Amount

References:



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-D367 et al.
Test Year Ended December 31, 2014

Sunebuttal Testimony Schedules
Schedule TJC-31

Page 1 of 1

RATE BASE ADJUSTMENT no. LG
RATE CASE EXPENSE

Line
No. _ Description _

Amount

1 Company Rate Case Expense Requested
$ 165,860

2 RUCO Rate Case Expense Recommended
165.860

3 RUCO Adjustment
$

4 Annual Rate Case Expense Normalized Over 5-Years (Line 2 / 5-Years)
s 33,172

Re_ferenqgs:
Per Company Schedule C-2

ll\ al



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-32

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 17
INCOME TAXES

Line
No. Description

[A]
RUCO

Adjusted Test Year
Amount

[B]
RUCO

Recommended
Amount

1 RUCO Computed Adjusted Test Year Income Tax $ 202,839 $ 361,269

2 Company Income Tax As Filed

3 RUCO Adjustment to Income Tax Expense

147,142 397,421

$ 55,697 $ (36,152)

Re_fer_e_nces :
See RUCO Schedule TJC-1 at page 2 of 2,
Company Schedule C-1 Adjusted Test Year as Filed



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December31, 2014

Surrebutta! Testimony Schedules
Schedule TJC-33

Page 1 of 1

GROSS REVENUE CONVERSION FACTOR (GRCF)

Line
No. Description

_Amount

1 Combined Federal & State Effective Income Tax Rate
37.2340%

2 Property Tax Effective Rate 1.0700%

3 Uncollectible Revenue Effective Rate - 0.0Q00%
4 Total Cobined Federal, State, Property,and Uncollectible Effective Rates (Sum of LI + L2 + LE)

38.3040%

5 Operating Income % = 100% Minus Combined Federal, State, Property, Uncollectible Effective Rates (100% Minus Line 4)
61 .6960%

1

6
1.G209 I

IOperating Income % on Line 5

References:
RUCO Schedule TJC~1, Page 1 of 2 and Page 2 of 2
RUCO Schedule TJC-11

H I
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Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0-67 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-34

Page 1 of 1

COST OF CAPITAL

[A] [B]

Line
No. Description

DOLLAR
AMOUNT

CAPITAL
RATIO

COST
RATE

[0]
WEIGHTED

COST
RATE

1 Long-Term Debt $ 4,938,067 30.00% 2.75% 0.82%

2 11,522,155 70.00% 9.12% 6.38%

3

Common Equity

Total Capitalization $ 16,460,222 100.00%

4 WEIGHTED AVERAGE COST OF CAPITAL ("WACC")

[C]

References:
Columns [A] Thru [D]: JAC Schedules 8¢ Testimony
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Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-1550367 et al.
Test Year Ended December st, 2014

x

Surrebuttal Testimony Schedules
Schedule TJC-1

Page 1 of 2

RUCO RECOMMENDED REVENUE REQUIREMENT

Line
No. Description

[A]
Company

OCRB/FVRB
Cost

[8]
RUCO

OCRB/FVRB
Cost

1

2

$

$

$

$

3

5,058,613

352,683

6.97%

4 s $

5

6

7

$

5,355,381

320,976

5.99%

460,616

8.60%

139,640

1.6210

$

364,456

7.20%

11,772

1.6210

8

g

10

$

$

$

$

11

12

Fair Value Rate Base

Adjusted Test Year Operating Income (Loss)

Current Rate Of Return (L2 / L1 )

Required Operating Income (L5 X LI )

Required Rate Of Return On Fair Value Rate Base

Operating income Deficiency (LE - LE)

Gross Revenue Conversion Factor (TJC-1, Pg 2)

increase in Gross Revenue Requirement (L7 X LE)

Adjusted Test Year Revenues

Proposed Annual Revenue (LB + LE)

Required Percentage Increase In Revenue (L8 / LE)

Rate Of Return On Common Equity

1,478,323

1,704,674

15.31%

10.80%

1 ,478,323

1 ,497,406

1.29%

9.12%

References:
Column [A]: Company Schedules A-1, B-1, C-1, and D-1
Column [B]: RUCO Schedule TJC-2, TJC~11 and TJC-30

II



Test
Year

Revenue
Increase/(Decrease)

RUCO
Recommended

s 1,478,323
941,146

41 678

s 19,083 $ 1,497.406
941,472
41,G78

s 495,500
4.90G0%

s
"Ill

514,256
4.

$ 24.279 s 25,199
471,220s

7,500
6,250
8,500

91,650
46,315

s
s
s
s
$

s 160,215

489.057$

7,500
6,250
8,500

91,650
52,379

s
s
s
s
s

166.279s
s 184.494 s 191,478

Liberty utilities (Rio Rico Sewer) Corp
Docket No. W-02455A-150367 Hz al.
Test Year Ended December 31. 2014

Sunebutlal Testimony Schedules
Schedule TJC-1

Page 2 of 2

RUCO GROSS REVENUE CONVERSION FACTOR ("GRCF')

[A] [B] [Cl
LINE
no DESCRIPTION

1
2
3
4
5
6

Calculation alGross Revenue Conversion Facron
Revenue
Urlcolle0ible Factor
Revenues (LI - l.2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subbial (La . LE)
Revenue Conversion Factor (LI I Ls)

100.0000%
0.000096

100.0C00%
38.3081 %
61 .6919%
1.620957

7
8
9

10
11

Calculation of Uncool/ecttible Factor:
Unity
Combined Federal and Slate Tax Rate (Line 11)
One Minus Combined Income Tax Rate (L7 - La)
Uncollectible Rate
Uncollectible Factor (LE L10)

100.0000%
37.234096
62.7660%

0.000096
000G0%

Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal Income Tax Rate (CGI. [C], L53)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State lnoome Tax Role (L13 + L16)

100.G000%
4.9000%

95.100096
34.000090
32.334098

37.2340%

100.00G0%
3`I.2340%
62II660%

1.7112%

Calculation of Effeelive Pronerfv Tax Factor
18  Uni t y
19 Combined Federal and State Income Tax Rate (Col. (Bl, L17)
20 One Minus Combined Income Tax Rate (L18-L19)
21 Property Tax Factor (Sch. TJC~9. Col. [BL L24)
22 Effective Properly Tax Factor (L20 x L21 )
23 Combined Federal and State Income Tax and Property Tax Rate (Col. [B], L17 + L22)

1.0741%
38.3081°/1

24 Required Operating Income (Sch. TJC-1. Col. [B] Line 4)
25 Adjusted Test Year Operating Income (Loss) (Sch. TJC-1, col [5]. L2)
26 Required Increase in Operating Income (L24 - L25)

s 364,456
352,683

s 11.772

27 Income Taxes on Recommended Revenue (Col. [C], L52)
28 Income Taxes on Test Year Revenue (Col [A], L52)
29 Required Increase in Revenue b Provide for Income Taxes (L27 - L28)

s 191,478
184,494

6,984

$ 1 .497,406
0.0000°/1

30 Recommended Revenue Requirement(Sch TJC-1, Col. [B], Line 10)
31 Unwllectible Rate (L10)
32 Unoolllectible Expense on Recommended Revenue (L30 x L31 )
33 Adjusrea Test Year Une0r1ecrible Expense (Sch. TJC-6, Col. [CL L32)
34 Required Increase in Revenue to Provide for Uncollectible Exp (L32 - L33)

$
s

35 Property Tax with Rerxnmmended Revenue (Sch. TJC-9, Col. [B]. L19)
36 Property Tax on Test Year Revenue (Sch. TJC~9, Col [B], L20)
37 Increase in Property Tax Due to Increase in Revenue (L35 - 36)

$ 76,073
75,747

327

38 Total Required Increase in Revenue (Col. [B}, L26 4-L29 + L34 + L37) $ 19,083

Calculation of Income Tax:
39 Revenue (Sch. TJC-1, CoI. rel. Line 9 & Sch TJC-1, Col. [BI. L10)
40 Operating Expenses Excluding Income Taxes
41 Synchronized Inletest(CoI. [C], L57)
42 Arizona Taxable Income (L39 - L40 . L41 )
43 Arizona State Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxabfe Income (L42 . L44)

46 Federal Tax on First Income Brackei($1 . 550.000) @ 15%
47 Federal Tax on Second Income Bracke!($51,001 - $75,000) @ 25%
48 Federal Tax on Third Income Bracket ($75.001 - $100,000) @34%
49 Federal Tax on Fourth Income Brackel($100,001 - $3:35,000) @ 39%
50 Federal Tax on Fifth Income Bracke!($335.001 -$10,000.0G0) @ 34%

51 Total Federal Income Tax
52 Combined Federal and State Income Tax (L44 + L51 )

so Applicable Federal Income Tax Rate (Col. {c], L46 . Col. IA], L4s11 (Col [c]. L40 . Cot 1A1, L401
34.0000%

54 Svnchronlzed Interest Calculation:
55 Rate Base
56 xWeiqhte<! Average CostofDebt
57 Syndmronized lnterwt

s

s

5,058,613
0.8239%
41 ,578



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-2

Page 1 of 1

RUCO RATE BASE SUMMARY

Line
No. Description

[A]
Company
As Filed

OCRB/FVRB

[B]
RUCO

Recommended
Adjustments

[C]
RUCO

As Adjusted
OCRB/FVRB

1
2
3

$ $ $Gross Utility Plant In Service
Accumulated Depredation

Net Utility Plant In Service (LI + L2) $

14,636,654
(5,903,755)
8,732,899 $

(588,121)
(691)

(588,811) $

14,048,533
(5,904,445)
8,144,088

4
Less:
Advances In Aid Of Construction ("AIAC") $ (529,379) $ $ (529,379)

5
6
7

Contribution In Aid Of Construction ("CIAC")
Accumulated Amortization of CIAC

Net CIAC (Ls + LE) $

(5,112,247)
2,935,215

(2,177,032)
89983
8,098 $

(5,112,247)
2,943,313

(2,168,934)

8 Customer Meter Deposits $ $ $

g Customer Security Deposits

10
11
12

Gross Regulatory Liability
Accumulated Amortization

Net Regulatory Liability $ $ $

13 Accumulated Deferred Income Taxes ("ADIT') $ (683,150) $ 310,139 $ (373,012)

14
Plus:
Unamortized Finance Charges

15
16
17

743 743Prepayments
Materials & Supplies
Cash Working Capital 11,300 (26,194) (14,894)

18 TOTAL RATE BASE (Sum L's 3. 4, 7, 8, 9, 12 Thru 17) $ 5,355,381 (296,769) $ 5,058,613

References:
Column [A]: Company Schedule B-1
Column [B]: TJC-3, Columns [B] Thru [K]
Column [C]: Column [A] + Column [B]
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Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-4(a)

Page 1 of 2

UTILITY PLANT IN SERVICE (UPIS) ADJUSTMENT no. A
COMPANY REBUTTAL ADJUSTMENTS

Company
Direct
UPIS

Company
Rebuttal

UPIS

RUCO
Surrebuttal

Adiustrnents

Want:

$ 5,785
417

7,545
487,891

$ 5,785
417

7,545
331 ,839

$

(156,052)

636,023
6,699,939

636,023
6,700,763 824

1,286,513
65,412

1 ,287,363
65,412

850

867,120
751,817

867,120
467,276 (284,540)

982,394
15,362

982,394
15,362

63,376
142,738

4,025
117

57,171
108,570

36,045
6,322

(6,205)
(34,168)
32,020

s,20s

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

Direct P
351
352
353
354
355
360
361
362
363
364
366
367
370
371
374
375
380
381
382
389
390

390.1
391
392
393
394
395
396
397
398

398.1

19,957
6,152

29,947
6,057

20,326
6,152

29,947
6,057

370

Organization
Franchise
Land
Structures & Improvements
Power Generation
Collection Sewer Forced
Collection Sewers Gravity
Special Collecting Structures
Customer Services
Flow Measuring Devices
Reuse Services
Reuse Meters And Installation
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Trans. and Dist. System
Treatment 8< Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Sewer Plant 8¢ Equipment
Office Furniture 8t Equipment
Computers and Software
Transportation Equipment
Stores Equipment
Tools, Shop And Garage Equip
Laboratory Equip
Power Operated Equipment
Communication Equip
Miscellaneous Equip
Other Tangible Plant
Nogales WWTP

3,913
2,431 ,717

3,913
2,431,717

32 Total Direct Plant $ 14,514,216 s 14,073,520 s (440,696)

33
34
35
36

Allocat
903
904
940

940.1

ed Corporate Plant:
Land & Land Rights
Structures and Improvements
Office Furniture and Fixtures
Computers and Software

$ 5,880
63,809
6,939

45,811

$ 4,247
46,119

6,443
40,790

$ (1,633)
(17,689)

(496)
(5,021)

37 Total Allocated Corporate Plant $ 122,438 $ 97,599 $ (24,839)

38 Plant Not Accounted For $ $ $

39 Total Utility Plant in Service (UPIS) $ 14,636,654 $ 14,171,119 $ (465,535)

IH l l



Liberty utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-4(a)

Page 2 of 2

UTILITY PLANT IN SERVICE (UPIS) ACCUMULATED DEPRECIATION (AD) ADJUSTMENT no. A
COMPANY REBUTTAL ADJUSTMENTS

Company
Direct
A/D

Company
Rebuttal

N D

RUCO
Surrebuttal

Adjustments

Plant:

$ $ $

46,444 47,240 796

87,951
2,964,500

37,951
2,964,731 231

738,949
65,4t2

739,014
65,412

65

411,961
62,965

411 ,961
64,205 1,240

954,080
2,198

954,080
2,198

57,917
55,654

4,025
76

57,710
52,442
13,631

697

(207)
(3,212)
9,606

621

5,471
308

294

749

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

Direct
351
352
353
354
355
360
361
362
363
364
366
367
370
371
374
375
380
381
382
389
390

390.1
391
392
393
394
395
396
397
398

398.1

Organization
Franchise
Land
Structures & improvements
Power Generation
Collection Sewer Forced
Collection Sewers Gravity
Special Collecting Structures
Customer Services
Flow Measuring Devices
Reuse Services
Reuse Meters And Installation
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Trans. and Dist. System
Treatment & Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Sewer Plant 81 Equipment
Office Furniture & Equipment
Computers and Software
Transportation Equipment
Stores Equipment
Tools, Shop And Garage Equip
Laboratory Equip
Power Operated Equipment
Communication Equip
Miscellaneous Equip
Other Tangible Plant
Nogales WWTP

6,057

5,766
308
749

6,057

3,913
464,515

3,913
464,515

32 Total Direct Plant $ 5,882,397 S 5,892,580 $ 162183

33
34
35
36

Allocat
903
904
940

940.1

ed Corporate Plant:
Land 8< Land Rights
Structures and Improvements
Office Furniture and Fixtures
Computers and Software

$ $ $
3,375

580
17,403

2,375
497

13,627

(1,000)

(83)
(3,776)

37 Total Allocated Corporate Plant $ 21_,358 $ 16,499 $ (4,859)

38 Plant Not Accounted For $ $ $

39 Total Utility Plant in Service (Upls) $ 5,903,755 $ 5,909,078 $ 5,3234



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. w-024e5A-15-0367 et al.
Test Year Ended December 31, 2014

Line
No.

Acct.
No.

UTILIW PLANT IN SERVICE ("UPIS") ADJUSTMENT no. B
POST TEST YEAR PLANT DISALLOWANCE EXCEEDING 6-MONTHS TEST YEAR END

[A]
Company

Post~Tesl»Year Plant
AmountDescription

$

11,769

22,276

19,846

62,190

6,504

$

Surrebuttal Testimony Schedules
Schedule TJC~4(b)

Page 1 of 2

[Bl
RUCO

PTY Plant
Adjustments

(11,769)

(19,846)

(22,276)

(6, 504)

(62, 190)

$

[C]
RUCO

Recommended
PTY Plant

I l

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

351
352
353
354
355
360
381
362
363
364
386
367
370
371
374
375
380
381
382
389
390

390. 1
391
392
393
394
395
396
397
398

398 1

Organization
Franchise
Land
Structures 8- Improvements
Power Generation
Collection Sewer Forced
Collection Sewers Gravity
Special Collecting Structures
Customer Services
Flow Measuring Devices
Reuse Services
Reuse Meters And Installation
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Trans. and Dist. System
Treatment & Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Sewer Plant & Equipment
Office Furniture 8. Equipment
Computers and Software
Transportation Equipment
Stores Equipment
Tools, Shop And Garage Equip
Laboratory Equip
Power Operated Equip
Communication Equip
Miscellaneous Equip.
Other Tangible Plant
Nogales WWTP

29,947 29,947

32 TOTALS $ 152,532 $ (122,585) $ 29,947

33 RUCO Total Adjustment l$ (122,585)l

Reference;
Per Company Response to RUCO DR #2.10 - See RUCO W/P



Liberty Utilities (Rio Rico Sewer) Corp.
Docks( No. W-02465A-15-0367 et al.
Test Year Ended December 31. 2014

Surrebuttal Testimony Sdwedules
Schedule TJC-4(b)

Page 2 of 2

UTILITY PLANT IN SERVICE (UPIS) ACCUMULATED DEPRECIATION (AD) ADJUSTMENT no. B
POST TEST YEAR PLANT ACCUMULATED DEPRECIATION DISALLOWANCE EXCEEDING6-MONTHS TEST YEAR END

[A] IB]
RUCO

Adjusted
PTY Plant

Line
No.

Acct
No. Description

Deere.
Rate

[C]
RUCO

Disallowed
PTY Plant

[D]
RUCO Adjusted

PTY Acc um. Depre.
Amount

$ s $

62,190 (62,190) (1,035)

22,276

6,504

(22,276)

(6,504)

(371)

(65)

19,846 (19,846) (1 ,985)

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

351
352
353
354
355
360
361
352
363
364
366
367
370
371
374
375
380
381
382
389
390

390.1
391
392
393
394
395
396
397
39B

398.1

Organization
Franchise
Land
Structures & Improvements
Power Generation
Collection Sewer Forced
Collection Sewers Gravity
Special Collecting Structures
Customer Services
Flow Measuring Devices
Reuse Services
Reuse Meters And Installation
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Trans. and Dist System
Treatment & Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Sewer Plant & Equipment
Office Furniture & Equipment
Computers and Software
Transportation Equipment
Stores Equipment
Tools, Shop And Garage Equip
Laboratory Equip
Power Operated Equip
Communication Equip
Miscellaneous Equip.
Other Tangible Plant
Nogales VlANTP

0.00%
0.00%
0.00%
3.33%
2.50%
2.50%
3.33%
5.67%
2.00%
5.00%
12.50%
3.33%
3.33%

20.00%
2.22%
2.22%
5.00%
2.00%
3.33%
8.33%
2.00%
8.87%
6.87%
8.67%

20.00%
20.00%
4.00%
5.00%
10.00%
5.00%
10.00%

11 ,769

29,947

(11,769) (1,177)

32 TOTALS s 152,532 s (122,585) $ (4,633)

33

34

Company's Accumulated Depreciation on PW Plant

RUCO Total Adjustment Is

3.607

(4,e33)l

References;
Per Company Response to RUCO DR #210 - See RUCO W/P and Schedule TJC~4(d) on page 1 of 2.



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et at.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-5

Page 1 of 2

RATE BASE ADJUSTMENT no. 2
ADVANCES IN AID OF CONSTRUCTION ("AIAC")

Line
No. Description Amount

AIAC Adjustment #1 :

1 Company AIAC as Filed in Direct $ 529,379

2 Company AIAC as Filed in Rebuttal 529,379

3 RUCO Recommended Increase/(Decrease) Adjustment $

References:



(8,098)$

Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJ C-6

Page 1 of 5

RATE BASE ADJUSTMENT no. 3
CONTRIBUTIONS IN ND OF CONSTRUCTION (CIAC) & AMORTIZATIONS RECONSTRUCTION SCHEDULE

Line

M L Description Amount

1

Gross CIAC:

Company Gross CIAC as Filed in Direct $ 5,112,247

2 Company Gross CIAC as Filed in Direct 5,112,247

3 RUCO Recommended Increase/(Decrease) Adjustment $

4
Accungglated Am oritization of CIAQ:

Company Accumulated Amortization of CIAC as Filed in Direct $ (2,935,215)

5 Company Accumulated Amortization of CIAC as Filed in Rebuttal (2,943,313)

6 RUCO Recommended Increase/(Decrease) Adjustment $ (8,098)

7
8

Company Net CIAC as Filed
RUCO Recommended Net CIAC

$ 2,177,032
2,168,934

9 RUCO Net Increase/Decrease Adjustment

References:



$

Liberty Utilities (Rio Rico Sewer) Corp.

Docket No. W-02465A-15~0367 et al.

Test Year Ended December 31 , 2014

Surrebuttal Testimony Schedules
Schedule TJC-7

Page 1 of 1

RATE BASE ADJUSTMENT no. 4
INTENTIONALLY LEFT BLANK

Line
No. Description Amount

1
$

2
$

3

References:



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
SchedUle TJC-8

Page 1 of 1

RATE BASE ADJUSTMENT no. 5

INTENTIONALLY LEFT BLANK

Line

No. Descrintioq
Amount

References:



Liberty Uti\ities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et aL
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-9

Page 1 of 1

RATE BASE ADJUSTMENT no. 6
INTENTIONALLY LEFT BLANK

Line
No. Description Amount

References:



Liberty Utilities (Rio Rico Sewer) Com.
Docket No. W-02465A-15~0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-10

Page 1 of 1

RATE BASE ADJUSTMENT no. 7
INTENTIONALLY LEFT BLANK

Line
No. Description Amount

l

References:



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W~02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-11

Page 1 of 1

RATE BASE ADJUSTMENT no. 8
INTENTIONALLY LEFT BLANK

Line
No. Description

Amount

References-

I INI  l
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Liberty Utilities (Rio Rico Sewer) Corp.
Docket Nu w-024s5A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-13

Page 1 dl

RATE BASE ADJUSTMENT NO. 10
CASH WORKING CAPITAL LEAD I LAG STUDY

[Bl [C] [D] [E] [F] [G]

Line

M Description

[Al
Company
Adjusted
Test Year
As Files

RUCO
Expense

Adiustments

RUCO
Recommended

EXD€"l'1S€

Expense
Revenue (Lead)ILag
Lau Days Da

[H]
Cash Working

Net (Lead)ILag Capital
(Lead)lLag Days Factor Requirement
Col. rm . Cd. LEI Col. [Fl /365 Col. [Cox Cd. [G]

$ - s
3.811

$ $
3,811 29.82 158

67.788 108,999 176,787 34.96 4,843

Operating EXD€l'\$€_SI
1 Salaries and Wages
2 Purchased Wastewater Treatment
3 Sludge Removal
4 Purchased Power
5 Fuel for Power Production
6 Chemicals
7 Materials and Supplies
8 Contractual Services - Professional
9 Contractual Services . Testing

10 Contractual Services - Other
11 Office Supplies and Expense
12 Rents
13 Transportation
14 insurance
15 Miscellaneous Expense

6,030
7,433

167,M7
405

260,568
1,91 e
3,379

10,899
1,991

45,814

(20,703)

(109,657)

6,030
7,433

146,643
405

150.911
1 .916
3,379

10,899
7,991

45,440

44.96
44.96
44.96
44.96
44.96
44.96
44.96
44.96
44,96
44.96
44.96
44.96
4-4.96
44.96
4496

3.91
17.14
19.99
8.50

22.47
46.21
46.21
20.78

(18250)
112.06(374)

44.96
15.14
44.96
10.00
44.96
41 .05
21.82
24.97
36.46
22.49
(1.25)
(1.25)
24.18

227.46
(67.10)

0.12318
0.04148
0.12318
0.02740
0.12318
0.11247
0.07622
0.06841
0.09989
0.06162

(000342)
(0.00342)
0.06625
0.62318

(0.18384)

678
567

10,032
40

9.299

(7)
(12)
722

4.980
(8,354)

16 Total Operating Expenses $ 583,380 $ (21,735) $ 561,644

Taxes:
17 General Taxes-Property'
18 GeneraI Taxes-Other
19 Income Tax'

s 79,614 $ 75,073 44.96
44,96
44.96

213.96

240,175

(3,541) $

(48,697) 191,478 37.00

(16900)
44.95

7.96

(0.46301)
0.12318
0.02181

(35,223)

4,176

Other:
20 Regulatory Commission Expense
21 Interest Expense on Proposed Long-Term Debt

$ 14,717 $ (14,117) $
54,755

44.96
44.96

(13654)
90.25

181.50
(45.29)

0.49726 s
(0.1240B) (6,794)

22 Total Cash Working Capital Expenses $ 917,886 $ (33,935) $

54,755

883,951

23 Total RUCO Recommended Cash Working Capita!
s (14,894)

24 Total Company Proposed Cash Working Capital

25 RUCO Cash Working Capital Adjustment | s
11,300

(26,194)l

References'
1 At Proposed Rates



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W,02455A.15.g367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJo13

Page 1 of 1

RATE BASE ADJUSTMENT NO. 10
CASH WORKING CAPITAL LEAD l LAG STUDY

[BF [C] [D] [E] [F] [G]

Line
£4 Description

[A]
Company
Adjusted
Test Year
As Filed

RUCO
Expense

Adjustments

RUCO Expense
Recommended Revenue (Lead)lLag

Expense Laq_ Days Da

[H]
Cash Working

Net (Lead)lLag Capital
(Lead)lLag Days Factor Requirement
Col, LD1-Col. [E] Col. [F] l 365 Col. [Cl x Cd. [G]

s . s
3,811

$ $
3.811 29.82 158

67,788 108,999 176,787 34.96 4,843

(20,703)

Qperating Exngrges:
1 Salaries and Wages
2 Purchased Wastewater Treatment
3 Sludge Removal
4 Purchased Power
5 Fuel for Power Production
6 Chemicals
7 Materials and Supplies
8 Contractual Services - Professional
9 Contractual Services - Testing

10 Contractual Services - Other
11 Of lice Supplies and Expense
12 Rents
13 Transportation
14 Insurance
t5 Miscellaneous Expense

6 , 030
7, 433

1 6 7 , M 7
4 0 5

260 , 568
1, 918
3 , 379

10 , 899
1 , 991

45 , 814

(109,657)

6 , 030
7, 433

146, 643
4 0 5

150, 911
1 , 916
3 . 379

10 . 899
7, 991

45 , 440

44. 96
44. 96
4-4.96
44. 96
44. 96
44. 96
44. 96
44.96
44. 96
44. 96
44, 96
44. 96
44. 96
44 . 96
44 . 96

3.91
17.14
19 . 99

8 . 50
22 . 47
46. 21
46. 21
20 . 78

(182. 50)
112 . 05(374)

44 . 96
15. 14
44 . 96
10 . 00
44 . 96
41 .05
27. 82
24 . 97
36 . 46
22 . 49
(1 .25)
(1.25)

24 . 18
227. 46
( 67. 10)

0 . 12318
0 . 0 4 1 4 8
0 . 12318
0 . 02740
0 . 12318
0 . 11247
0 . 07622
0 . 06841
0 . 0 9 9 8 9
0 . 06162

(0.00342)
(0.00342)
0 . 06625
0 . 62318

(0.18384)

6 7 8
5 6 7

10 , 032
4 0

9 , 299

( 7 )
( 12 )
7 2 2

4 , 980
( 8 . 354)

16 Total Operating Expenses $ 583.380 s (21,735> $ 561,644

1 7
1 8
1 9

Taxes:
General Taxes-Property'
General Taxes-Other
Income Tax'

$ 79,614 $ 76,073 213.96 (35,223)

240,115

(3,541) $

(48,697) 191,478

44.96
44.96
44.96 37.00

(169_00)
44.%

7.96

(046301)
0.12318
0.02181 4,176

20
21

Qther:
Regulatory Commission Expense
Interest Expense on Proposed Long-Temx Debt

$ 14,711 $ (14,717) s
54,755

44.96
44.96

(13654)
90.25

1a1 .so
(45.29)

0.49726 $
(0.12408) (6,794)

22 Total Cash Working Capital Expenses s 917.886 $ (33,935) $

54,755

883,951

23 Total RUCO Recommended Cash Working Capital
$ (14,894)

24 Total Company Proposed Cash Working Capital

25 RUCO Cash Working Capital Adjustment is
11,300

(26,194)l

References:
1 At Proposed Rates



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJc-t4

Page 1 of 1

OPERATING INCOME SUMMARY

[51 [D] tEl

Line
No. Descripfjon

[A]
Company
Adjusted
Test Year
As Filed

RUCO
Recommended

Adjustments

[C]
RUCO

Recommended
Adjusted Test Year

Amounts

RUCO
Recommended

Changes

RUCO
Recommended

Amounts

1
2
3
4

Revenues:

Flat Rate Revenue
Measured Revenues
Misc Revenues

Total Revenues

$ 1,470,855 $ s 1 ,470,855 $ 19,083 $ 1 ,489,937

$
7.468

1,478,323 s
__

7,468
_1,478,323

$ _ 19,083 $
7,468

1,497,406

$ $ $ $ $
3,811 3,811 3,811

67,788 108,999 176,787 176,787

(20,703)

6. 030
7, 433

167, 347
4 0 5

260,568
1, 916
3, 379

10, 899
7,991

14, 717
45, 814

326, 172

(109,657)

5
6
7
8
g

1 0
11
12
1 3
1 4
1 5
1 6
1 7
1 8
19
2 0
21
2 2
2 3
2 4

Operating Expenses:

Salaries and Wages
Purchased Wastewater Treatment
Sludge Removal
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Contractual Services - Professional
Contractual Semices - Testing
Contractual Services - Other
Office Supplies and Expense
Rents
Transportation
Insurance
Regulatory Commission Expense
Miscellaneous
Depreciation
Taxes Other Than Income
Property Taxes
Income Tax

(374)
(37, 135)

6, 030
7, 433

146, 643
4 0 5

150,911
1, 916
3, 379

10, 899
7,991

14, 717
45, 440

289,038

6. 030
7, 433

146, 643
4 0 5

150,911
1, 916
3, 379

10,899
7,991

14,717
45, 440

289, 038

75,741
157,337

G
27,157

75,747
184,494

327
6,9a4

76,073
191 ,478

25 Total Operating Expenses $ 1,157,347 (̀31,707>. s 1,125,640 73s10- § £133,956

26 Operating Income 32'f,'976 .  ` '$ s §1,707" $_ 352,683 11,772 364,456

Refegepces;
Column [A]:
Column [B]:
Column [C]:
Column [D}:
Column [E]:

Company Schedule C-1 ,
RUCO Recommended Total Adjustments Per Schedule TJC-12 on pages 1-2 at page 2 in Column [S] at line 26,
Column [A] + [B] - RUCO Recommended Adjusted Test Year Amounts Per Schedule TJC-12 on page 2 of 2 in Column [T],
RUCO Recommended Increase/(Decrease) to Revenue Requirement,
Column [C] + [D] - RUCO Recommended Increase/(Decrease) Amounts for Revenue Requirement.
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Liberty Ulilili68 (Rio Rico Sewer) Corp.

Docket No.  w4; -24esm5-nas? el Ar .

TBS( Year enaea December 31. 2014

Surrsbutial Testimony Schedules

Schedule TJ<;16

Page 1 al 1
1

2

QPERAYING INCOME ADJUSTMENT no.  1

DEFRECIAYION EXPENSE

Lirse

No.

NARUC

Account Description

[Al
Company

UPIS

As Filod

[ 5 ]
R u c o

UPIS Adjustmsnfs

Reeommsnded

[c]
RUCO

UPIS Balanew

Recommends!

[D]
RUCO

Non-Deufe.

Fullv Deere.

[ E l
R u c k

Depfsciable UFIS

Recommended

[F]
Authorized

Depreciation

Rate

I I I
RUC O

Depfec ielion Expense

Rec ommended

s s 0 s s s5.785

417

7,545

487,891

(5,755)

(417)

(7_545)

s

(218,243)

5.785

417

7 5 4 5

ze9,s4a 269,648 8,979

636,023

6.599.939 (21,452)
836,023

6,678,487
636,023

5878, 487
12.720

133,570

1, 285513

65412
(5,654) 1,280,559

65.412
1280, 859 25,617

(65,412)

B67,120

751,817 <ev4.@85>
867,120

447,430
a s7 1 2 0

447430
28,875

55,929

982,394

15362
982,394

15,362
982394

15.362
49.120

768

(57, 17/)83,376

142,738

4,025

117

(5,205)

(34,168)

32,020

6,205

57,171

108,570

36,045

5.322
(4,025)

0

108,570

32,020

6.322

o
7,242

6,404

1,264

19,957

6.152

29,947

e,o57

U 1,399) 8 5 5 8

6,152

29.947

6,057

(5,139) 3,419

5.152

29,947

171

615

1.497
(5,057)

1

2

3

4

5

e

7

a

9

10

1 1

12

13

14

1 5

16

1 7

1 8

19

2 0

2 1

2 2

2 3

2 4

25

2 6

2 7

2B

2 9

30

3 1

3 5 1

3 5 2

3 5 3

3 5 4

3 5 5

3 6 0

3 6 1

3 6 2

3 6 3

3 5 4

a s s

3 6 7

3 7 0

3 7 1

3 7 4

3 7 5

s e a

3 8 1

3 8 2

3 5 9

3 9 0

3 9 0  I

3 9 1

3 9 2

3 9 3

3 9 4

3 9 5

3 9 6

3 9 7

3 9 8

3 9 8  1

Di rec t Plant:

Organization

Franchise

Land

Structures & Improvements

Power Generation

Collection Sewer Forced

collec tion Sewers Gravi ty

Special Collecting Structures

Customs Servi c es

Flow Measur ing Devices

Reuse Servces

Reuse Meters And Installation

Receiving W ells

Pumping Equipment

Reuse Distr ibution Reservoirs

Reuse Trans. and Dist.  System

Treatment 8. Disposal Equipment

Plant Sewers

Outfall Sewer Lines

other  Sewer Plant 8.  Equipment

Off ice Furniture s Equipment

Computers and Software

Transpor tation Equpment

Stores Equipment

Tools,  Shop And Garage Equip

Laboratory Equip

Power Operated Equipment

Communication Equip

Miscellaneous Equip.

Other Tangible Plant

Nogales W W TP
3 9 1 3

2431, 717
3.913

2, 431717
(3,913)

2 4 3 1 7 1 7

0 . 0 0 %

0 . 0 0 %

0 . 0 0 %

3 . 3 3 %

5 . 0 0 %

2 . 0 0 %

2 . 0 0 %

2 . 0 0 %

2 . 0 0 %

1 0 . 0 0 %

2 . 0 0 %

8 . 3 3 %

3 . 3 3 %

1 2 . 5 0 %

2 . 5 0 %

2 . 5 0 %

5 . 0 0 %

5 . 0 0 %

3 . 3 3 %

8 . 6 7 %

6 . 6 7 %

2 0 . 0 0 %

2 0 . 0 0 %

4 . 0 0 %

5 . 0 0 %

1 0 . 0 0 %

5 . 0 0 %

1 0 . 0 0 %

1 0  0 0 %

1 0 . 0 0 %

4 . 7 2 % 114777

3 2 Total Direct Plarlt s 14514, 215 s (563 281 v s 13,950935 s (155,463) s 1 3 7 9 5 4 7 2 s 447, 549

s s x s s
3 3

34

3 5

3 6

903

904

940

940. 1

AI!ocatad CarDGrate Plant:

Land & Land Rights

Structures and Improvements

Office Furniture and Fixtures

Computers and Software

5 8 8 0

6:a.a»09
8 9 3 9

45.811

(1,633)

(17,689)

(496)
(5,021)

4 2 4 7

46, 119

5 4 4 3

40,790

4 2 4 7

46,119

6,443

40790

0.00%

2.55%

8.67%

20.00%

s
1,181

430

8 1 5 8

3 7 Total Allocated Corporate Plant s 122,438 s ( 24839) s 97,599 s s 97.599 s 457,317
as Total umicy Plant in Sawice {Llpls) s  1 4 5 3 6 5 5 4 s (588,120) s 1 4 0 4 8 5 3 4 s (155,463) s 1 3 8 9 3 0 7 1

Gr oss c I Ao
Fully  Amortize¢

CIAC
Gross CIAC

Depre. Deduction

3 9 Less: Contr ibutions in Aid of Construction s 5.112.247
s 5, 112247 3.29% s (168,280)

40 Regulatory Liabili ty
0.00%

41 RUCO Total Deprec iation Expense

2B9,038

42 Company Adjusted Depreciation Expense As Filed

326.172
43 Ruck Increase/(Decrease)  Expense Adjuslmeni

s 137.135\

Fully  Depreciated Per Company Schedule C-2 page 2

Rnfaronces

Company B-2 and G1 Schedules and RLICO Schedule TJC-4{a).  pages 1 a. 2



Liberty Utilities (Rio Rico Sewer) Corp.

Docket No. W-02465A-15-0367 et al.

Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules

Schedule TJC-17
Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 2

PROPERTY TAXES

[A] [B]

Line

_No. _ Property Ta_x Calculation
RUCO

AS ADUST ED
RUCO

RECQMM_ENQED

$

$

1,478,323

_ - 2
2,956,646

1,4Z8,32_3

s

$_

1 ,478,323

_ _  2
2,956,646

$ $

$ $

$

4,434,970
_ 3

1 ,478,323
_ 2

2,956,646 $

1 ,4_97,i06

4,454,052

_ 3
1 ,484,684

2
2,969,368

$ $

1

2

3

4 a

4 b

5

6

7

8

g

1 0
11

1 2

1 3

1 4

1 5

RUCO Adjusted Test Year Gross Revenues

Multiplied by 2

Subtotal (Line 1 * Line 2)

RUCO Adjusted Test Year Gross Revenues

RUCO Recommended Revenue

Subtotal (Line 3 + Line 4a)

Number of Years

Three Year Average (Line 5 / Line 6)

Department of Revenue Mutilplier

Revenue Base Value (Line 7 * Line 8)

Plus: 10% of CWIP Per Company Schedule E-1 As Filed
Less: Net Book Value of Licensed Vehicles

Full Cash Value (Line 9 + Line 10 - Line 11)

Assessment Ratio

Assessed Value (Line 12 * Line 13)

Composite Property Tax Rate (Per RUCO Effective Property Tax Calculation)
$

5,626 .
2,951 ,021

189%

531,184

14.2600%
$

gaze
2,963,743

18.0%
533,474

14.2600%

16

17

RUCO Adjusted Test Year Properly Tax Expense (Line 14 * Line 15)

Company Adjusted Test Year Property Tax Expense (Per Company Schedule C-1 )
$ 75,747

75,741

$ 6
1 8

1 9

2 0
21

RUCO Test Year Adjustment (Line 16-Line 17)

Property Tax - RUCO Recommended Revenue (Line 14 * Line 15)

RUCO Test Year Adjusted Property Tax Expense (Line 16)
Increase/(Decrease) to Property Tax Expense

$

$

76,073

75,747
327

22

23

24

Increase/(Decrease) to Property Tax Expense

Increase in Revenue Requirement

Increase /(Decrease) to Property Tax per Dollar Increase in Revenue (Line 22 / Line 23)

s 327

19,083
1.7112%

References:

RUCO Schedule TJC-11

RUCO Schedule TJC»4(a) page 1 of 2



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year EndedDecember 31, 2014

Sunebuttal Testimony Schedules
Schedule TJC-18

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 3
INCENTNE PAY

Line
No. Description

Amount
1 IncentivePay in Test Year

$ 636,000
2 50 /50 Sharing Between Ratepayers and Shareholders

§0.09%
3 Ratepayers Share

s 318,000
4 Bella Vista Allocation Factor

5 Ratepayers 50% Sharing Adjustment
2.69%

(8,5l54)]

R_eferqnces;
Per Company Response to RUCO DR 2.04
Rio Rico Water Allocation Factor per Company Response to Staff DR 2.7



Liberty Utilities (Ric Rico Sewer)Corp.
Docket No. W-02465A-15~0367 et al.
Test Year Ended December 31, 2014

Sunebuttal Testimony Schedules
Schedule TJC-19

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 4
PAYROLL INCREASE

Line
No. Description

Amount

1

Contractual Services - Professional:
Per RUCO's Company Schedule E W/P After APUC, LUC, and LABSLabor Adjustments

$ 58,956

2 RUCO Recommended Pay Increase
_3_0Q%

3 RUCO Recommended Allowance
$ 1,769

4 Pay Increase per Company Filing
_ 4,965 .

5 RUCO Adjustment
$ (2,296_)

6
ContractualServices - Other:
Per Company Schedule C-2, Page 9

$ 21,289
7 RUCO Recommended Pay Increase

a.0q%

8 RUCO Recommended Allowance
$ 639

9 Pay Increase per Company Filing
1 ,296

10 RUCO Adjustment
(658)

11 Total RUCO Adjustments to Contractual Services Professional and Other
fs (2.954)l

Re@§ence§:
Per Company Schedule E TJB Final xis, Company Schedule C-2 on page 9, and RUCO W/P Schedule E TJB Final xis,
RUCO W/P SUpp#FA#.pdf



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15~0367 et al.
Test Year Ended December 31, 2014

Sunebuttal Testimony Schedules
Schedule TJC-20

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 5
INTENTIONALLY LEFT BLANK

Line

MQ. Description

1 8
Amount

Befereneegg

I I



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al. `
Test Year Ended December 31, 2014

Sunebuttal Testimony Schedules
Schedule TJC-21

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 6
INTENTIONALLY LEFT BLANK

Line
No. Description

Amount

R6f§[&l'lC€$2



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02455A-15-0367 et al.
Test Year Ended December 31, 2014

SunebuttalTestimony Schedules
Schedule TJC-22

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 1
POSTAGE DECREASE

Line
No. Description Amount

1 Number of Water Bills in Test Year with Annualized Bill Counts 76,897

2 US Postal Service Decrease in Postage Effective April 7, 2016

3 Total Adjustment in Postage Due to Postage Price Decrease
$

($_cL02)

(1,538)

4 Rio Rico Sewer Allocation Factor 24.33%

5 RUCO Adjustment
$ (a7§)~l

R_eferences_:
US Postal Service Price Decrease Effective April 7, 2016

I



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC~23

Page 1 of 1

OPERATING INCOME ADJUSTMENT NO. 8
INTENTIONALLY LEFT BLANK

Line
No. Description Amount

References:

I

1



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A~15~0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-24

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 9
APUC COST ALLOCATION ADJUSTMENTS

Line
No. Description Amount

1

up Non-Labor:
APUC Non-Labor Corporate Allocations Per Company Response to TBH 4.2 vi $ 9.477

2 APUC Non-Labor Corporate Allocations Per RUCO W/P 2,164

3 RUCO Adjustment (7,313)

4
APUC Labor:
APUC Labor Corporate Allocations Per Company Schedule E W/P $ 4,105

5 APUC Labor Corporate Allocations Per RUCO W/P 2,164

6 RUCO Adjustment (2,541)

7 RUCO APUC Non-Labor & Labor Adjustments is $9,853)l

References:
Company Response to TBH 4.2 vi
Company Schedule E W/P
RUCO TBH 4.2W/P



Liberty Utilities (Rio Rico Sewer) Corp.
Docket  No. W-02465A-15-0367 et al.
Test Year Ended December 31,  2014

Surrebuttal Testimony Schedules

Schedule TJC-25
Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 10
INTENTIONALLY LEFT BLANK

Line

M Description
Amount

_

R€f§_T§jl\CES§
RUCO RR W 2015 Rio Rico E Schedules

I I



Liberty Utilities (Rio Rico Sewer) Corp.
DocketNo. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-26

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 11
INTENTIONALLY LEFT BLANK

Line
Description

Amount

Referenees:



$

Liberty utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0-67 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules

Schedule TJC-27
Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 12
INTENTIONALLY LEFT BLANK

Line
No. Description

Amount

1

$

2

3

References:



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-28

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 13
INTENTIONALLY LEFT BLANK

Line
No._ Description

[A]
Company Allocated

_ AITIOUFL

[B]
RUCO Allocated

Amount

[C]
RUCO

_ As A_diusteq

1

2

3

4

References:

I I



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-29

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 14
INTENTIONALLY LEFT BLANK

Line
No. Qescription

Amount

References:



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC~30

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 15
INTENTIONALLY LEFT BLANK

Line
No. Description

Amount

References:



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-024G5A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-31

Page 1 of 1

RATE BASE ADJUSTMENT no. 16
RATE CASE EXPENSE

Line
_ No. _ Prescription

AITIOUQI

1 Company Rate Case Expense Requested
$ 73,583

2 RUCO Rate Case Expense Recommended 73.5§3
3 RUCO Adjustment

Lu l I

4 Annual Rate Case Expense Normalized Over 5-Years (Line 2 /5-Years)
is _1i,717l

R_€fEf€f\C€S._
Per Company Schedule C-2



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-32

Page 1 of 1

OPERATING INCOME ADJUSTMENT no. 17
INCOME TAXES

Line
No. Description

[A]
RUCO

Adjusted Test Year
Amount

[B]
RUCO

Recommended
Amount

1 RUCO Computed Adjusted Test Year Income Tax $ 184,494 $ 191,478

240,1752 Company Income Tax As Filed

3 RUCO Adjustment to Income Tax Expense $

15_7/337

27,157 $ (48,697)

References:
See RUCO Schedule TJC-1 at page 2 of 2;
Company Schedule C-1 Adjusted Test Year as Filed



Liberty Utilities (Rio Rico Sewer)Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules

Schedule TJC-33
Page 1 of 1

GROSS REVENUE CONVERSION FACTOR (GRCF)

Line

NCL Description

1 Combined Federal a State Effective Income Tax Rate

Amount

37.2340%

2 Property Tax Effective Rate
1.0741%

3 Uncollectible Revenue Effective Rate
0.0000%

4 Total Cobined Federal, State, Property, and Uncollectible Effective Rates (Sum of L1 + LE + La)
38.3081%

5 Operating Income % = 100% Minus Combined Federal, State. Property. Uncollectible Effective Rates (100% Minus Line 4)
61 .6919%

1

6
1.6210Operating Income % on Line 5

References:
RUCO Schedule TJC-1, Page 1 off and Page 2 of 2
RUCOSchedule TJC-11

u u



7.20%

Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Testimony Schedules
Schedule TJC-34

Page 1 of 1

cosT OF CAPITAL

[BI [Cl [0]
WEIGHTED

COST
RATE

Line
No. Description

DOLLAR
AMOUNT

CAPITAL
RATIO

COST
RATE

1 Long-Term Debt $ 4,938,067 30.00% 2.75% 0.82%

2 70.00% 9.12% 6.38%

3

Common Equity

Total Capitalization

11,522,155

$ 16,460,222 100.00%

4 WEIGHTED AVERAGE COST OF CAP\TAL ("WACC")

[Al

References:
Columns [A] Thru [D]: JAC & JAC Testimony

1

l



$ 19.20
28.8000
48.0000
96.0000

153.6000
307.2000
480.0000
960.0000

1,536.0000
2,208.0000
4,128.0000

307.20$

$ 10.00
15.00
35.00

$ 2.0663
3.0663
3.8163

3.0663
3.8163

2.0663
3.0663
3.8163

3.0663
3.8163

3.0663
3.8163

3.0663
3.8163

Company
Prqosed Rates

Liberty Utilities (Bella vista Water) Corp.
Docket No. W-02465A-15-0367
Test Year Ended December 31, 2014

Surrebutta! Schedule TJC~1
Page 1 of 2

Rate Design

Monthly Usage Charge Present
RUCO

Recomme_need Rates

Meter Size (All Classes):
5/8 Inch
3/4 Inch
1 Inch
11/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch
10 Inch
12 Inch

s 15.00
15.0000
35.0000
70.0000

120.0000
240.0000
375.0000
750.0000

1200.0000
NT
NT

s 15.75
23.5250
39.3750
78.7500

126.0000
252.0000
393.7500
787.5000

1,260.0000
1 ,811 .2500
3,385.2500

Hydrant Bulk Sales - 3 Inch $ 240.00 $ 252.00

Fire Lines up to 4 Inch
FireLines 6 Inch
FireLines8 Inch

$ 10.00
15.00
35.00

$ 10.00
15.00
35.00

Commodity Charge - Per 1,000Gallons

5/8 Inch(Residential)
First 4,000gallons
4,001 to 10,000 gallons
Over 10,000gallons

$ 1.4500
2.2100
2.7200

$ 1.9500
2.4500
3.1820

5/8 Inch (Non-Residential)
First 4,000 gallons
Over 4,000 gallons

2.2100
2.7200

2.4500
3.1820

3/4 Inch (Residential)
First 4,000gallons
4,001 to 10,000gallons
Over 10,000 gallons

1.4500
2.2100
2.7200

1.9500
2.4500
3.1820

3/4 Inch (.Non-Residential)
First 4,000 gallons
Over4,000 gallons

2.2100
2.7200

2.4500
3.1820

1 Inch (Residential. Commerical Industrial)
First 10,000 gallons
Over 10,000 gallons

2.2100
2.7200

2.4500
3.1820

1 1/2 Inch (Residential, Commerical, Industrial)
First 26,000 gallons
Over 26,000 gallons

2.2100
2.7200

2.4500
3.1820



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A-15_0367
Test Year Ended December 31, 2014

Surrebuttal Schedule TJC-1
Page 2 of 2

Rate Design

2 Inch (Residential, Commerical, Industrial)
First 45,000 gallons
Over 45,000 gallons

2.2100
2.7200

3.0663
3,8163

2.4500
3,1829

3 Inch (Residential, Commerical, lndustriall
First 98,000 gallons
Over 98,000 gallons

2.2100
2.7200

3.0663
3.8163

2.4500
3.1820

4 Inch (Residential, Commerical, Industrial)
First 158,000 gallons
Over 158,000 gallons

2.2100
2.7200

3.0663
3.8163

2.4500
3.1820

6 Inch (ResidentiaL Commerical, Industrial)
First 327,000 gallons
Over 327,000 gallons

2.2100
2.7200

3.0663
3.8163

2.4500
3.1820

B Inch (Residential. Commerical Industrial
First 584,000 gallons
Over 584,000 gallons

2,2100
2.7200

3,0663
3.8163

2.4500
3.1820

10 Inch (Residential, Commerical, lndgstrial)
First 870,000 gallons
Over 870,000 gallons

N/A
N/A

3.0663
3.8153

2.4500
3.1820

12 Inch (Residential, Commerical, Industrial)
First 1,500,000 gallons
Over 1,500,000 gallons

N/A
N/A

3.0663
3.8163

2.4500
3.1820

Standpipe 3" Hvdrant (Bulk)
All Usage 2.7200 3.8163 3.1820

Fire Lines Up to 4 Inch
All Usage

Eire Lines 6 Inch
All Usage

Fire Lines 8 Inch
All Usage



Liberty Utilities (Bella Vista Water) Corp.
Docket No. W-02465A~15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Schedule TJC-2

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Company Proposed

Average Usage

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

5,914 $ 25.03 $ 33.34 $ 8.30 33.18%

Median Usage 4,500 21.91 29.00 $ 7.09 32.38%

RUCO Recommended

5,914 $ 25.03 $ 28.24 $ 3.21 12.82%Average Usage

Median Usage 4,500 21.91 24.78 $ 2.87 13.10%

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase
%

1,000
2,000
3,000
4,000
5,000
5,000
7,000
8,000
9,000

10,000
11,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

15.00
15.45
17.90
19.35
20.80
23.01
25.22
27.43
29.64
31 .85
34.06
36.78
39.50
42.22
44.94
47.66
50.38
53.10
55.82
58.54
61 .26
74.86
88.46

102.06
115.66
129.26
142.86
210.86
278.86

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

19.20
21 .27
23.33
25.40
27.47
30.53
33.60
36.66
39.73
42.80
45.86
49.68
53.50
57.31
61 .13
64.94
68.76
72.58
76.39
80.21
84.03

103.11
122.19
141 .27
160.35
179.43
198.51
293.92
389.33

28.00% $
29.28% $
30.35% $
31.26% $
32.04% $
32.69% $
33.22% $
33.66% $
34.04% $
34.37% $
34.65% $
35.07% $
35.43% $
35.74% $
36.02% $
36.26% $
36.48% $
36.68% $
36.86% $
37.02% $
37.16% $
37.73% $
38.13% $
38.42% $
38.64% $
38.81% $
38.96% $
39.39% $
39.61% $

RUCO
Recommended

Rates
15.75
17.70
19.65
21 .60
23.55
26.00
28.45
30.90
33.35
35.80
38.25
41 .43
44.61
47.80
50.98
54.16
57,34
60.52
63.71
66.89
70.07
85.98

101 .89
117.80
133,71
149.62
165,53
245.08
324.63

5.00%
7.60%
9.78%

11.63%
13.22%
12.99%
12.81 %
12.65%
12.52%
12.40%
12.30%
12.65%
12.95%
13.21%
13.44%
13.64%
13.82%
13.98%
14.13%
14.25%
14.38%
14.85%
15.18%
15.42%
15.61 %
15.75%
15.87%
16.23%
15.41%

l l I



$ 18.90
28.3500
47.2500
94.5000

151.2000
302.4000
472.5000
945.0000

1,512.0000
2,173.5000
4,063.5000

671.00$

5.00$

$ 1B.25
27.3750
45.6250
91 .2500

148.0000
292.0000
456.2500
912.5000

1,460.0000
2,098.7500
3,92377500

650.00s

5.00$

$ 1 _944450
3.594450
4.344450

1 .944450
3.594450
4.344450

3.594450
4.344450

3.594450
4.344450

3.594450
4.344450

3.594450
4.344450

$ 1.9500
3.0000
4.0010

1.9500
3.0000
4.0010

3.0000
4.0010

3.0000
4.0010

3.0000
4.0010

3,0000
4.0010

Company
Proposed Rates

RUCO
Recommended Rates

Surrebuttal Schedule TJC-1
Page 1 of 2

Liberty Utilities (Rio Rico Water)
Docket No. W-02465A-15-0367
Test Year Ended December 31, 2014 Rate Design

Monthly Usage Charge Present

Meter Size (All Classes):
5/8 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch
10 Inch
12 Inch

$ 15.48
23.1900
38.6500
77.3000

123.6800
247.3800
366.5000
773.0000

1,236.8000
1,777.9000
3,323.9000

Schools:
Monthly Usage Charge 95% d Above

Hydrant Bulk Sales- 6 Inch Moming Star Ranch $ 549.00

Fire Lines Up to 8 Inch
Fire Lines 10 Inch
Fire Lines 12 Inch

$ 5.00

Commodity Charge - Per 1,000 Gallons

5/8 Inch (Residential)
First3,000 gallons
3,001 to 9,000 gallons
Over 9,000 gallons

$ 1.4900
2.9800
3.4900

5/8 Inch_(non-Residential)
First 3,000 gallons
3,001 to 9,000 gallons
Over 9,000 gallons

1.4900
2.9800
3.4900

3/4 Inch (Residential)
First 4,000 gallons
Over 4,000 gallons

2.9800
3.4900

3/4 Inch (Non-Residential)
First 4,000 gallons
Over 4,000 gallons

2.9800
3.4900

1 Inch (Residential. Commerical. industrial)_
First 23,000 gallons
Over 23,000 gallons

2.9800
3.4900

1 1/2 Inch (Residential, Commerical Industrial)
First 45,000 gallons
Over 45,000 gallons

2.9800
3.4900



Liberty Utilities (Rio Rico Water)
Docket No. W-02465A-15-0367
Test Year Ended December 31, 2014

Surrebuttal Schedule TJC-1
Page 2 of 2

Rate Design

2 Inch (Residential, Commerical, Industrial)
First 72,000 gallons
Over 72,000 gallons

2.9800
3.4900

3.594450
4.344450

3.0000
4.0010

3 Inch (Residential, Commerical, Industrial)
First 144,000 gallons
Over 144,000 gallons

2,9800
3.4900

3.594450
4.344450

3.0000
4.0010

4 Inch (Residential, Commerical. Industrial)
First 225,000 gallons
Over 225,000 gallons

2.9800
3.4900

3.594450
4.344450

3.0000
4.0010

e Inch (Residential, Commerical, Industrial)
First 450,000 gallons
Over 450,000 gallons

2.9800
3.4900

3.594450
4.344450

3.0000
4.0010

8 Inch (Residential, Commerical, lndustriall
First 720,000 gallons
Over 720,000 gallons

2.9B00
3.4900

3.594450
4.344450

3.0000
4.0010

10 Inch (Residential. Commerical, Industrial)
First 1,025,000 gallons
Over 1,025,000 gallons

2.9800
3.4900

3.594450
4.344450

3,0000
4.0010

12 Inch (Residential, Commerical, Industrial)
First 1,025,000 gallons
Over 1,025,000 gallons

2.9800
3.4900

3.594450
4.344450

3.0000
4.0010

Schoolsz.
Commodity Charges 95% of Above 95% of Above 95% of Above

Standpipe 6" Hydrant(_Bulk - Morning Star Ranch)
All Usage 4.7900 5.544450 5.0000

Fire Lines UD to s Inch
All Usage

Fire Lines 10 Inch
All Usage

Fire Lines 12 Inch
All Usage



Liberty Utilities (Rio Rico Water) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31 , 2014

Surrebuttal Schedule TCJ-2

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Company Proposed Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Average Usage 6,829 $ 31.34 $ 38.50 $ 7.16 22.83%

MedianUsage 5,000 25.89 31.92 $ 6.03 23.30%

RUCO Recommended

Average Usage 6,829 $ 31.34 $ 35.59 $ 4.25 13.55%

MedianUsage 5,000 25.89 30.10 $ 4.21 16.26%

Present8~ Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

Present
__ Rates

1 5 ?
16.95
18.44
19.93
22.91
25.89
28.87
31.85
34.83
37.81
41 .30
44.79
48.28
51.77
55.26
58.75
62.24
65.73
69.22
72.71
76,20
93.65

111.10
128.55
146.00
163.45
180.90
268.15
355.40

%
Increase

1,000
2,000
3,000
4,000
5,000
0,000
1,000
8,000
9,000

10,000
11 ,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Company
Proposed

Rates
18.90
20.84
22.79
24.73
28.33
31 .92
35.52
39.11
42.71
46.30
50.64
54.99
59.33
63.68
68.02
72.37
76.71
81 .06
85.40
89.74
94.09

115.81
137.53
159.26
180.98
202.70
224.42
333.03
441 .65

%
Increase

22.25% $
22.98% $
23.58% $
24.10% $
23.65% $
23.30% $
23.02% $
22.80% $
22.61% $
22.45% $
22.63% $
22.77% $
22.89% $
23.00% $
23.10% $
23.18% $
23.25% $
23.32% $
23.37% $
23.43% $
23.48% $
23.66% $
23.79% $
23.89% $
23.96% $
24.01% $
24.06% $
24.20% $
24.27% $

RUCO
Recommended

Rates_
18.25
20.20
22.15
24.10
27.10
30.10
33.10
36.10
39.10
42.10
46.10
50.10
54.10
58.10
62.11
66.11
70.11
74.11
78.11
82.11
86.11

106.12
126.12
146.13
166.13
186.14
206.14
306.17
406.19

18.05%
19.17%
20.12%
20.92%
18.29%
16.26%
14.65%
13.34%
12.26%
11.35%
11.62%
11.86%
12.06%
12.23%
12.39%
12.52%
12.64%
12.15%
12.84%
12.93%
13.01%
13.31%
13.52%
13.67%
13.79%
13.88%
13.95%
14.18%
14.29%



$ 54.8310
63.2235
77.3229

114.1380
158.3385
275.8335
408.8826
777.0336

1 ,183.6558
1 ,773.6933
2,522.3155

95% of Above

$

$ 48.7500
56.2117
68.7474

101 .4796
140.7781
245.2423
363.5357
690.8571

1 ,052.3832
1 ,576.9829
2,242.579e

95% of Above

$

$
7.000000

$
5.710000

Company
Proposed Rates

RUCO
Recommended Rates

Liberty Utilites (Rio Rico Sewer)
Docket No. W-02465A-15-0367
Test Year Ended December 31, 2014

Surrebuttal Schedule TJC-1
Page 1 of 1

Rate Design

Monthly Usage Charge Present

Meter Size (All Classes):
5/8 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch
10 Inch
12 Inch

$ 49.00
56.5000
69. 1000

102.0000
141 .5000
246.5000
365.4000
694.4000

1 ,057.7800
1 ,585.0700
2,254.0800

Schools:
Monthly Usage Charge 95% of Above

Fire Lines Up to 8 Inch
Fire Lines 10 inch
Fire Lines 12 Inch

$

Commodity Charge - Per 1,000 Gallons _

$
Commercial and Multi-Tenant Onlv:
First 7,000 gallons
Over 7,000 gallons 5.0000



Liberty Utilities (Rio Rico Sewer) Corp.
Docket No. W-02465A-15-0367 et al.
Test Year Ended December 31, 2014

Surrebuttal Schedule TJC-2

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Company Proposed Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Average Usage $ 49.00 $ 54.83 $ 5.83 11.90%

Median Usage 49.00 54.83 $ 5.83 11.90%

RUCO Recommended

Average Usage $ 49.00 $ 48.75 $ (0.25) -0.51%

Median Usage 49.00 48.75 $ (0.25) -0.51 %

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

RUCO
Recommended

Rates
%

1 ,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
11,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00
49.00

$
$
$
$
$
$
$
$
$
$
$
s
$
$
$
$
$
$
$
$
$
$
$
S
$
$
$
$
$

54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54,83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83
54.83

11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $
11.90% $

48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75
48.75

-0.51 %
-0.51 %
-0.51 %
-0.51 %
-0.51 %
-0.51 %
-0.51 %
-0.51%
-0.51 %
-0.51%
-0.51 %
-0.51 %
-0.51 %
-0.51 %
-0.51 %
-0.51 %
-0.51 %
-0.51 %
-0.51%
-0.51 %
-0.510/1
-0.51 %
-0.51 %
-0.51 %
-0.51 %
-0,51%
-o.51 %
-0.51 %
-0.51 %
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