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IL.

INTRODUCTION.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Matthew Garlick. My business address is 12725 W. Indian School
Road, Suite D-101, Avondale, Arizona 85392.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am providing testimony on behalf of Liberty Utilities (Entrada Del Oro Sewer)
Corp. (“Liberty EDO” or “Company”).

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am employed by Liberty Utilities as President of AZ/TX.

DID YOU PREVIOUSLY PROVIDE TESTIMONY ON BEHALF OF
LIBERTY EDO IN THIS CASE?

Yes, my direct testimony was submitted in support of the initial rate application.
WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

To provide further support for Liberty EDO’s rate application by providing rebuttal
to certain portions of Staff’s direct testimony. Specifically, [ will address Staff’s
excess capacity adjustment, the PPAM and PTAM, and the timing of this rate case
and proposed phase in.

STAFF’S ADJUSTMENT FOR EXCESS CAPACITY.

DOES LIBERTY EDO AGREE WITH STAFF’S ADJUSTMENT FOR
“EXCESS CAPACITY”?

Not entirely. We accept Staff’s recommendation that Liberty EDO is not using all
of the existing capacity of its WWTP. However, one needs to be clear that when a
decision regarding the design capacity of a plant is being made, that decision is
made by the Company at the front end on and on the best available information at
that time. The sizing of the Liberty EDO plant was done properly in accordance

with good engineering practices and based on the best available information about

1
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projected flows. I addressed this in my direct testimony where I explained that the
Liberty EDO WWTP was “built, in part, to handle larger flows than we have
experienced to date.”! Notwithstanding, we are accepting Staff’s volumetric
determination that the amount we’re not using is equal to 44 percent of the total
existing treatment capacity. But we do not agree with the way Staff has applied the
44 percent determination.

WHAT’S THE NATURE OF THAT DISAGREEMENT?

Fundamentally, we disagree on how to adjust for the unused capacity. As stated,
we accept that 44 percent of the treatment capacity is not being used but you
cannot just adjust plant across the board by 44 percent. The Company’s position is
detailed more fully in Mr. Bourassa’s rebuttal testimony, and in the Rebuttal
Testimony of Ramesh Narasimhan, an expert engineering witness, along with the
Company’s response to Staff’s RCN rate base analysis.

IS THE COMPANY’S REBUTTAL RATE BASE LOWER THAN IT WAS
IN THE DIRECT FILING?

Yes. Not only have we accepted Staff’s capacity adjustment, in part, we have
made other adjustments as explained in Mr. Bourassa’s rebuttal testimony.

PPAM AND PTAM.

STAFF SUPPORTS APPROVAL OF THE PPAM SUBJECT TO THREE

CONDITIONS. DOES THE COMPANY AGREE TO THOSE
CONDITIONS?

Yes, Liberty EDO accepts the three conditions regarding the PPAM recommended
by Staff.?

! Direct Testimony of Matthew Garlick (“Garlick Dt.”) at 9:18-19.
2 Direct Testimony of Briton A. Baxter (“Baxter Dt.”) at 15:9-19.
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Q. WHAT ABOUT THE PTAM?
A. Staff recommends either a PTAM set at actual test year operating expense or
Staff’s recommended property tax using the same method the Commission always

uses to determine property taxes.>

Q. DID THE COMPANY SEEK CLARIFICATION OF STAFF’S
RECOMMENDATION?

A. Yes. The Company sent Staff a data request, and based on Staff’s response to
Company data request 2.4,% Staff clarified that the PTAM would adjust annually to
true-up to the amount of property taxes actually paid.

Q. DOES THE COMPANY AGREE?

A. Yes. The Company agrees with the PTAM as clarified by Staff and discussed
further by Mr. Bourassa in his rebuttal testimony.

IV. TIMING OF THIS RATE CASE;: PROPOSED RATE PHASE IN.

Q. DIDN’T THE COMPANY PROPOSE A TWO-YEAR RATE PHASE IN,

MR. GARLICK?
A. Yes.
Q. DOES STAFF PROPOSE TO PHASE IN RATES?
A.  No. Staff’s recommended increase is so low that there would be no need to phase

in rates.” But Staff does state that if the Commission approves a phase in it should
be without recovery of the lost revenue because the Company delayed the filing of

this rate case.®

3 Baxter Dt. at 16:20-25.

4 Copy attached as Exhibit MG-RB1. Liberty EDO sought clarification of Staff’s
recommendation in Data Request 2.4, not 2.5 as it is labeled in Staff’s responses to the
Company’s second set of data requests.

> Baxter Dt. at 13.
6 Id.




1 | Q. DOESTHE COMPANY AGREE WITH STAFF’S REASONING?
21 A No. The rates shouldn’t be set so low that a phase in is unnecessary because that
3 would deprive Liberty EDO of recovery of its operating expenses and a return on
4 and of its fair value rate base. Nor does the delay in filing this rate case justify
5 forcing the Company to forego revenue to which it is entitled.
6] Q BUT THE COMPANY DID FAIL TO FILE THIS RATE CASE IN THE
7 TIME REQUIRED BY THE COMMISSION?
8| A. Yes. I addressed this in my direct testimony.” This is an isolated situation; Liberty
9 Utilities does not make a habit of ignoring compliance requirements and our track
10 record will show this to be true. Now that we have established that we made the
11 error, the focus should be on the remedy. Forfeiture is not a fair remedy.
12 | Q.  WHAT DO YOU MEAN FORFEITURE?
13 | A. I am referring to Staff’s suggestion that if the Commission approves higher rates
14 than Staff recommends and those rates are phased in, the Company should forfeit
15 fhe foregone revenue.® 1 am not a lawyer but would be surprised if it were legal for
16 the Commission to say this is what your rates should be but you can’t charge that
17 much for a while. I also believe that would be an unfair remedy in this case.
18 { Q. OKAY, WHY WOULD IT BE UNFAIR?
19 | A. We understand that the increase is high. But Staff does not show that the rate
20 increase is higher because we waited. There is no evidence that the delay has
21 caused the increase needed to be higher. It appears the more likely explanation is
22 that the initial rates were inadequate to provide cost recovery and a return. That
23 problem was going to have to be corrected with a significant increase in the first
24 rate case, which is this rate case.
25 | 7 Garlick Dt. at 11-12,
26 | ® Baxter Dt. 13.
o L




1 Existing rates are based on those established when the CC&N was first
2 granted. In these applications, there are significant unknown conditions that
3 impact the setting of the initial rates. In addition, obviously, a larger customer base
4 was anticipated and a larger customer base would have lowered the cost per
5 customer. However, like a lot of real estate projects, pre-2008 plans did not work
6 out as hoped. Fortunately for the customers, Liberty bought the system and has
7 been maintaining and subsidizing safe and reliable wastewater utility service ever
8 since.
9| Q. BUT THAT WAS THE COMPANY’S CHOICE?
10 | A. Yes, we could have come in earlier for a rate increase, which is why we have never
11 argued about that and why we proposed to phase in the needed rate increases.
12 But our delay has resulted in rates that were lower than the cost of service for
13 several years. 1 think this is penalty enough for failing to file the case when
14 required under the circumstances.
15 Q. AND THE COMPANY STILL PROPOSES TO PHASE IN RATES?
16 | A. Yes. Although we have adopted some of Staff’s recommendations, lowering the
17 necessary rate increase compared to our direct filing from 90.53 percent to
18 70.48 percent, the increase needed to provide recovery of operating expenses and a
19 return is still significant. If the Commission agrees, and rejects Staff’s inadequate
20 revenue increase, then we believe a two-year phase in is still appropriate.
21 Mr. Bourassa addresses this further in his rebuttal testimony.’
22 | Q. THANK YOU. ARE YOU AWARE, MR. GARLICK, OF ALL THE
23 CUSTOMER COMMENTS THE COMMISSION HAS RECEIVED IN THIS
24 RATE CASE?
B0 Rebuttal Testimony of Thomas J. Bourassa — Rate Base, Income Statement and Rate
26 I Design at 20-21.
s




1| A. Yes, I have read all of the ones that can be viewed on E-Docket — there are a
2 couple hundred or so.
31 Q. YOUREAD 200 CUSTOMER COMMENTS ON THIS RATE CASE?
41 A. Yes. First and foremost, I care about what our customers have to say. If they can
5 take the time to comment, I think we owe it to them to listen and I am leading my
6 staff by example. I also wanted to see for myself that our customers were only
7 complaining about the rate increase, not the quality of the utility services we are
8 providing.
91 Q. AND WHAT DID YOU FIND?

10 | A. That customers are upset about the size of the increase needed, not about the

11 services we are providing. I get that and I sympathize. But this is a small system

12 serving approximately 330 customers and the rates have to support the cost of

13 service. We have proposed a phase in to ameliorate the impact of transitioning to

14 higher rates, but we can’t continue to provide below cost service to this system.

15| Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

16 | A. Yes.

17

18

19

20

21

22

23

24

25
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STAFF’S RESPONSE TO LIBERTY UTILITIES (ENTRADA DEL ORO SEWER)
CORP.’S SECOND SET OF DATA REQUESTS TO THE ARIZONA CORPORATION
COMMISSION UTILITIES DIVISION STAFF
DOCKET NO. SW-04316A-16-0078, et al.

SEPTEMBER 8, 2016

d. The Company’s objection and offer of review is consistent with the manner in
which review of legal invoices has been handled in a number of prior rate cases.

RESPONSE: Admit.

RESPONDENT:  Brendan Aladi, Public Utilities Analyst

e. Staff did not make any effort to review the legal invoices as offered by the
Company.

RESPONSE: Admit.

RESPONDENT:  Brendan Aladi, Public Utilities Analyst

24  Did Staff consider any factor other than the amount of rate case expense incurred in its
analysis of rate case expense in this case? Please explain.

RESPONSE: No. Staff considered the amount of rate case expense incurred
as provided by the Company in this rate case.

RESPONDENT: Brendan Aladi, Public Utilities Analyst

2.5  Under Staff’s proposed PTAM option (Baxter Dt. at page 16, lines 22-23), under what
conditions would the Company’s rates be adjusted (i.e., changes in the total property tax
paid, changes in the assessment rates)? Please explain your answer.

RESPONSE: Should the Company chose the adjustor mechanism over the
forward looking property tax calculation, Staff would expect
that the Company would file for an annual increase (or
decrease) as soon as the property taxes have been billed to the
Company based on the actual revenues for a given year. The
new amount would then be compared to the test year actual
property tax expenses and a surcharge (or refund) would be
calculated on a per customer per month basis for the difference.

RESPONDENT: Briton Baxter, Public Utilities Analyst
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II.

INTRODUCTION.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,
Phoenix, Arizona 85029.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am providing testimony on behalf of Liberty Utilities (Entrada Del Oro Sewer)
Corp. (“Liberty EDO” or “Company”).

DID YOU PREVIOUSLY PROVIDE TESTIMONY ON BEHALF OF
LIBERTY EDO IN THIS CASE?

Yes, my direct testimony was submitted in support of the initial rate application.
There were two volumes, one addressing rate base, income statement and rate design,
and the other addressing cost of capital.

WHAT IS THE PURPOSE OF THIS PORTION OF YOUR REBUTTAL
TESTIMONY?

I will provide rebuttal testimony in response to the direct filing of Staff. More
specifically, this first volume of my rebuttal testimony relates to rate base, income
statement and rate design for Liberty EDO. In a second, separate volume of my
rebuttal testimony, I will present an update to the Company’s requested cost of
capital, and provide rebuttal to Staff on the cost of capital and rate of return applied
to the fair value rate base, and the determination of operating income.

SUMMARY OF THE COMPANY’S REBUTTAL POSITION.

WHAT IS THE REVENUE INCREASE THE COMPANY IS PROPOSING IN
THIS REBUTTAL TESTIMONY?

The Company proposes a total revenue requirement of $479,537, which constitutes
an increase in revenues of $198,250, or 70.48 percent over adjusted test year

revenucs.
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HOW DOES THIS COMPARE WITH THE COMPANY’S DIRECT FILING?
The revenue requirement and requested revenue increase are lower. In the direct
filing, the Company requested a total revenue requirement of $535,931, which
required an increase in revenues of $254,643, or 90.53 percent.

WHAT’S DIFFERENT?

Liberty EDO has adopted a number of rate base and revenue/expense adjustments
recommended by Staff, as well as proposed additional adjustments of its own.
For instance, the Company has partially accepted Staff’s additional excess capacity
adjustment, which reduced rate base, and Liberty EDO’s fair value rate of return
(“FVROR?) is reduced from 6.92 percent in the direct filing to 6.15 percent in the
rebuttal filing due to changes in the cost of capital. I discuss the proposed capital
structure, cost of debt, and cost of equity and the FVROR in the second volume of
my rebuttal testimony covering cost of capital. On the other hand, the Company is
also proposing an increase to allocated corporate expenses based upon updated
allocation factors. The net result of these adjustments is that the Company’s
proposed operating expenses have decreased by $2,787, from $306,697 in the direct
filing to $303,911, and the fair value rate base (“FVRB”) has been reduced by
$221,155, from $2,154,980 in the direct filing to $1,933,825, due to proposed
changes to plant-in-service (“PIS”), accumulated depreciation (“A/D”), Advances—
in-Aid of Construction (“AIAC”), Contributions-in-Aid of Construction (“CIAC”),
Accumulated Deferred Income Taxes (“ADIT”), and Cash Working Capital
“CwWC”).

DOES THE COMPANY CONTINUE TO PROPOSE A 2-YEAR PHASE IN
OF NEW RATES?

Yes. Iwill discuss this later in my testimony. Mr. Garlick also addresses the phase in
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in his rebuttal testimony. !

WHAT ARE THE PROPOSED REVENUE REQUIREMENTS AND RATE
INCREASES FOR THE COMPANY AND STAFF AT THIS STAGE OF THE
PROCEEDING?

The proposed revenue requirements and proposed rate increases are as follows:

Revenue Requirement Revenue Incr. % Increase
Company Direct $535,931 $ 254,643 90.53%
Staff $322,071 $ 40,783 14.50%
Company Rebuttal $479,537 $ 198,250 70.48%

WOULD YOU PLEASE IDENTIFY THE PARTIES’ RESPECTIVE RATE
BASE RECOMMENDATIONS?
Yes, the original cost rate base (“OCRB™), reconstruction cost new rate base

(“RCRB”) and the FVRB proposed by the Company and Staff are as follows:

OCRB RCRB FVRB
Company Direct $1,489,794 $2,820,167 $2,154,980
Staff $ 754,669 $1,226,227 $ 990,448
Company Rebuttal $1,272,948 $2,594,702 $1,933,825

RATE BASE.

A. Original Cost Rate Base.

WOULD YOU PLEASE IDENTIFY THE PARTIES’ RESPECTIVE RATE
OCRB RECOMMENDATIONS?

Yes, the OCRB proposed by the Company and Staff are as follows:

! Rebuttal Testimony of Matthew Garlick (“Garlick Rb.”) at 3-5.




1 OCRB
2 Company Direct $1,489,794
3 Staff $ 754,669
4 Company Rebuttal $1,272,948
51 Q. OKAY, THANK YOU. WOULD YOU PLEASE DISCUSS THE
6 COMPANY’S PROPOSED OCRB?
71 A. Yes. The Company’s rebuttal OCRB adjustments are detailed on rebuttal schedules
8 B-2, pages 3 through 7. Rebuttal Schedule B-2, pages 1 and 2, summarize the
9 Company’s proposed adjustments and the rebuttal OCRB.
10 1.  Plant-in-Service (PIS).
11| Q. WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED
12 REBUTTAL ADJUSTMENTS TO PIS AND IDENTIFY ANY
13 ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF?
14 | A. Rebuttal B-2 adjustment 1, as summarized on Rebuttal Schedule B-2, page 2,
15 consists of four adjustments labeled as “A,” “B,” “C,” and “D” on Rebuttal Schedule
16 B-2, page 3.
17 Adjustment A reflects the removal of expensed PIS totaling $4,253. Staff
18 recommends a similar adjustment of $4,253.2
19 Adjustment B increases allocated corporate plant by $8,490 and reflects
20 updated (most current) corporate allocation factors as well as conversion of certain
21 corporate plant to U.S. dollars. The allocation factors have been updated to the most
22 current factors similar to the recent Liberty (Bella Vista Water) Corp. (“Liberty Bella
23 Vista”) and Liberty (Rio Rico Water and Sewer) Corp. (“Liberty Rio Rico”) rate
24 cases in which Staff adopted these same factors.? In addition, the corporate building
213 Direct Testimony of Briton A. Baxter (“Baxter Dt.”) at 5:1-10.
26 | 3 See Staff’s Notice of Filing Settlement Agreement (filed July 29, 2016 in Docket No. W-
SHAPIRO LAW FIRM
A ProvsssioNkr ConroraTion 4




1 and land costs were converted to U.S. dollars similar to the Liberty Bella Vista and
2 Liberty Rio Rico rate cases. Staff did not adjust the allocated corporate plant. Staff
3 proposes allocated corporate plant that still reflects the original allocation factors as
4 well as corporate plant stated in Canadian dollars. It isn’t clear why Staff failed to
5 make these adjustments.
6 Adjustment C reduces PIS by $525,900 and reflects the Company’s proposed
7 additional capacity adjustment to the wastewater treatment facilities. Staff proposes
8 additional plant capacity reductions to PIS totaling $1,072,851.* The Company’s
9 rebuttal to Staff’s plant recommendations are further discussed by Company rebuttal
10 witness Ramesh Narasimhan.
11 Adjustment D reflects the reconciliation of PIS to the reconstructed PIS
12 shown on Rebuttal Schedule B-2, pages 3.5 to 3.14.
13| Q. PLEASE SUMMARIZE THE RECOMMENDED PIS BALANCES OF THE
14 PARTIES AND THE DIFFERENCES.
15 | A. The Company recommends a PIS balance of $3,488,948.% Staff recommends a PIS
16 balance of $2,933,505,% a difference of $555,443 compared to the Company’s
17 recommended balance. The primary cause of the difference in the PIS balance
18 recommendations relates to each of the parties’ respective capacity adjustments,
19 which total $545,953 (51,072,851 for Staff and $525,900 for the Company).
20 The remaining difference is related to allocated corporate PIS ($27,309 for Staff and
21 $35,800 for the Company).
22
02465A-15-0367, et al.), Settlement Schedules (Attachment A) B-2, page 3.6 and B-2, page
23 | 4.7 (Liberty Bella Vista), and B-2, page 3.6 and B-2, page 4.6 (Liberty Rio Rico Water and
24 Liberty Rio Rico Sewer).
4 Baxter Dt. at 7.
25 | S Rebuttal Schedule B-2, page 1.
76 | ¢ Staff Direct Schedule BAB-3.
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2. Accumulated Depreciation (A/D).

WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED
REBUTTAL ADJUSTMENTS TO A/D AND IDENTIFY ANY
ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF?

Rebuttal B-2 adjustment 2, as summarized on Rebuttal Schedule B-2, page 2,
consists of four adjustments labeled as “A,” “B,” “C,” and “D” on Rebuttal Schedule
B-2, page 4.

Adjustment A reduces A/D by $284 for expensed plant related to the removal
of expensed PIS (Adjustment 1-A) discussed previously. Staff does not recommend
a similar adjustment.

Adjustment B reflects additional A/D of $79 related to the changes in
allocated corporate PIS discussed previously (Adjustment 1-B).

Adjustment C reduces A/D by $249,803 and reflects the A/D associated with
the removal of additional plant capacity costs discussed previously (Adjustment 1-
O).

Adjustment F reflects the reconciliation of A/D to the reconstructed A/D
shown on Rebuttal Schedule B-2, pages 3.6 to 3.13.

PLEASE SUMMARIZE THE RECOMMENDED A/D BALANCES OF THE
PARTIES AND THE DIFFERENCES.

The Company recommends an A/D balance of $1,122,048.7 Staff recommends an
A/D balance of $1,043,629,% a difference of $78,419 compared to the Company’s
recommended balance. There are four causes of the difference in A/D balance
recommendations between the parties. The first relates to A/D associated with each

of the parties’ respective capacity adjustments. Staff reduces A/D by $471,183

7 Rebuttal Schedule B-2, page 1.
8 Staff Direct Schedule BAB-3.




1 whereas the Company reduces A/D by $249,803 (Adjustment 2-C), a difference of
2 $221,380. The second relates to Staff increasing A/D by $145,562, which reflects a
3 reversal of the Company’s direct filing adjustment to A/D that was related to the
4 Company’s direct filing PIS capacity adjustment. Since Staff accepted the
5 Company’s direct filing PIS capacity adjustment, Staff should not have proposed this
6 adjustment.’
7 | Q. HAS STAFF ACKNOWLEDGED THIS ERROR?
8| A Yes. Inresponse to Company data request 3.25, Staff acknowledged the error.!°
91 Q. PLEASE CONTINUE.
10 | A. The third difference in the A/D balance is the additional $2,885 of A/D the Company
11 proposes, which balance is associated with the allocated corporate plant discussed
12 previously (Adjustment 2-B). The fourth difference is the $284 reduction to A/D
13 associated with the removal of expensed discussed previously (Adjustment 2-B).
14 Together, these items comprise the total net difference of $78,419 ($221,380 -
15 $145,562 + $2,885 - $284).
16 3. Contributions-in-Aid of Construction (CIAC) and Accumulated
17 Amortization (AA).
18| Q. PLEASE DISCUSS THE COMPANY’S PROPOSED REBUTTAL
19 ADJUSTMENTS TO CIAC AND IDENTIFY ANY ADJUSTMENTS YOU
20 HAVE ACCEPTED FROM STAFF.
21 | A. The Company does not propose any changes to CIAC or AA at this stage of the
22 proceeding. Both the Company and Staff recommend CIAC and AA balances of
23 $1,013,352 and $85,869, respectively.
24 | 9 gtaff did not reverse the Company’s direct filing capacity adjustments to PIS.
Accordingly, Staff should not reverse (or eliminate) the Company’s direct filing capacity
25 | adjustments to A/D.
26 | 1° Staff Response to Liberty EDO Data Request 3.25.
S L st




1 4. Accumulated Deferred Income Taxes (ADIT).
21 Q. PLEASE DISCUSS THE COMPANY’S PROPOSED REBUTTAL
3 ADJUSTMENTS TO ADIT AND IDENTIFY ANY ADJUSTMENTS YOU
4 HAVE ACCEPTED FROM STAFF.
5 A In rebuttal B-2 adjustment 4, as shown on Rebuttal Schedule B-2, page 2, the
6 Company reduces ADIT by $48,088 to reflect the Company’s rebuttal
7 recommendations for PIS, A/D, CIAC, and AIAC. The Company recommends an
8 ADIT balance of $166,496.'! Staff recommends an ADIT balance of $214,584, the
9 same as in the Company’s direct filing. Staff did not recommend any adjustment to
10 the ADIT balance to reflect its proposed changes to PIS and A/D. As aresult, Staff’s
11 ADIT balance is misstated. Failure to correct will result in a mismatch of ADIT with
12 PIS and A/D in rate base.
13 5.  Cash Working Capital (CWCQ).
14 | Q. PLEASE DISCUSS THE COMPANY’S PROPOSED REBUTTAL
15 ADJUSTMENTS TO CWC AND IDENTIFY ANY ADJUSTMENTS YOU
16 HAVE ACCEPTED FROM STAFF.
17 1 A. In rebuttal B-2 adjustment 5, as shown on Rebuttal Schedule B-2, page 2, the
18 Company increases CWC by $9,528 to reflect the Company’s rebuttal
19 recommendations for revenues and expenses and changes to the revenue lag (lead)
20 days. The Company recommends a CWC balance of $(13,661).12
21 | Q. WHAT CHANGES DID YOU MAKE TO THE REVENUE LAG (LEAD)
22 DAYS AND WHY?
23 | A First, the revenue days have been increased from 0.61 days to 28.61 days to reflect
24 the fact the Company bills customers after service is rendered and not before.
25 | 1 Rebuttal Schedule B-2, page 2.
2 || 2 1d.
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1 Staff agrees with this change.!* Second, the expense lag (lead) days were changed
2 to 91.25 to match the Staff recommendation.!® The parties now agree on the expense
3 lag (lead) days for each component of the computation as well as on all of the
4 components of the CWC computation. !>
51 Q. WHY IS STAFF’S RECOMMENDED CWC BALANCE LOWER?
6 A Staff recommends a CWC balance of $(6,829) — $27,184 lower than the Company’s
7 recommended balance. The difference in CWC recommendations is the result of
8 differences in the total expense levels each of the parties recommend.
9 6.  Remaining Rate Base Items in Dispute.

10 | Q. ARE THERE ANY REMAINING OCRB ITEMS IN DISPUTE BETWEEN

11 THE PARTIES?

12 | A. No.

13 a. Reconstruction Cost New Rate Base (RCRB).

14 | Q. WOULD YOU PLEASE IDENTIFY THE PARTIES’ RESPECTIVE RCRB

15 RECOMMENDATIONS?

16 | A. Yes, the rate bases proposed by the Company and Staff are as follows:

17 RCRB

18 Company Direct $2,820,167

19 Staff $1,226,227

20 Company Rebuttal $2,594,702

21 | Q. OKAY, THANK YOU. WOULD YOU PLEASE DISCUSS THE

22 COMPANY’S PROPOSED RCRB?

23 | A.  The Company’s rebuttal RCRB is detailed on Rebuttal Schedule B-3, pages 3

sl I Baxter Dt. at 10.

25| “d.

76 | *° Compare Rebuttal Schedule B-5 with Staff Direct Schedule BAB-8.
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through 7. Rebuttal Schedule B-3, pages 1 and 2, summarize the Company’s
proposed adjustments and the rebuttal RCRB.

L. Plant-in-Service (PIS).
WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED
REBUTTAL ADJUSTMENTS TO PIS AND IDENTIFY ANY
ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF?

Rebuttal B-3 adjustment 1, as summarized on Rebuttal Schedule B-3, page 2,
consists of five adjustments labeled as “A,” “B,” “C,” “D, ” and “E” on Rebuttal
Schedule B-3, page 3.

B-3 adjustment number 1, as shown on Rebuttal Schedule B-3, page 2, adjusts
RCN PIS. There are three RCN PIS adjustments included in Adjustment 1. These
are shown on Rebuttal Schedule B-3, page 3, and are labeled as adjustments “A,”
“B,” and “C.”

Adjustment A reduces RCN PIS by $4,412 for expensed plant. This
adjustment corresponds to the original cost (“OC”) PIS adjustment of $4,253
discussed previously on page 4.

Adjustment B increases RCN PIS for allocated corporate plant totaling
$8,490. This adjustment corresponds to the OC PIS adjustment of $8,490 discussed
previously on page 4.

Adjustment C reduces RCN PIS for excess capacity by $545,661. This
adjustment corresponds to the OC PIS adjustment of $525,900 discussed previously
on page 5.

PLEASE COMMENT ON THE STAFF RCN PIS ADJUSTMENTS AND
RECOMMENDED RCN PIS BALANCE.
Staff adjusts the RCN PIS balances to reflect its corresponding adjustments to OCRB

PIS, as does the Company, except that Staff takes issue with some of the RCN gross-

10




O 0 1 N R W N e

|\ T NG T N TR N T O T N S S S S S T S s SO VA Sy Gy Gy Gy
[ Y S L =R~ - - R B e N e N S S =)

26

SHAPIRO LAW FIRM

A PROFESSIONAL CORPORATION

up factors. As a result, Staff bases its RCN PIS adjustments on its own
recommended gross-up factors. This can be seen on Staff schedules BAB-5a (Staff
RCN capacity adjustments), BAB-6b (Staff RCN expensed plant), and BAB-7 (Staff
RCN factor adjustments). The Company disagrees with the Staff approach because
it leads to anomalous results.

Q. PLEASE EXPLAIN.

A. Staff agrees that the RCN values prepared by NCS were based upon actual cost of
construction under RS Means and industry standards.'® Rather than rebutting the
total RCN value NCS determined, or how the total RCN value was allocated to the
various plant accounts by NCS, Staff recommends changing some of the factors, but
not others, in a piecemeal fashion. Mr. Narasimhan recognizes that total RCN value
as allocated does not exactly line up with how the Company recorded costs to its
plant accounts, and this contributes Staff’s concerns over some of the factors.!?
In fact, I agree with Staff that some factors appear to be too high. But some also
appear to be too low.!® This is the fatal flaw in Staff’s reasoning here regardless of
whether the individual account RCN factors appear too high (or too low). The

overall ratio of RCN value to Original Cost is just 1.6.!° In my experience, this is

16 See Direct Testimony of Jian W. Liu (“Liu Dt.”), Engineering Report (Exhibit JWL) at 8.
7 Rebuttal Testimony of Ramesh Narasimhan (“Narasimhan Rb.”) at 10.

¥ The RCN factor for account 371 — Pimping Equipment is just 0.57, which can be
demonstrated to be too low using an analysis similar to Staff’s. The RCN factor for account
380 — Treatment and Disposal Equipment is just 1.04, which also can be demonstrated to
be too low using an analysis simi?ar to Staff’s.

19 The RCN PIS value shown on the Company’s Direct Schedule B-4 of $6,830,326. Also
shown on this schedule is the OC PIS balance before any capacity adjustments of
$4,282,301. The RCN ratios for each plant account are also shown on this schedule.
The total net ratio of RCN to OC is 1.60 ($6,830,326 / $4,282,301).

11




1 not an unreasonable ratio.?’ Mr. Narasimhan agrees with me.?!

2| Q. SO WHAT IS THE IMPACT OF STAFF’S CONCERN OVER THE RCN

3 FACTORS?

4 1 A. Staff’s piecemeal approach results in a reduction in the entire RCN value determined

5 by NCS of $6,830,326 to just $5,518,268, a reduction in value of $1,312,058. The

6 overall RCN ratio becomes just 1.29, down from 1.60.

71 Q. HAVE YOU PREPARED AN EXHIBIT SHOWING THE STAFF RCN

8 VALUE OF $5,518,268 AND THE REDUCTION ON VALUE?

91 A. Yes. Exhibit TIB-RBI1, page 1, is a schedule showing the RCN study PIS values
10 and total RCN study PIS value, as well as the Staftf RCN PIS value based upon Staff’s
11 recommended changes to the RCN ratios.

12 | Q. PLEASE CONTINUE.
13 | A. Staff should have examined and changed, as necessary, all of the RCN ratios whether
14 they were too high or too low so that the total RCN value remained the same. For
15 example, Staff found the RCN ratio for account 354 — Structures and Improvements,
16 361 — Collection Sewers — Gravity, and 382 — Outfall Sewer Lines and decided to
17 change them based upon a trend analysis using Handy Whitman factors.?> However,
18 I could just as easily find others to be too low using a similar analysis. For example,
19 account 380 — Treatment and Disposal Equipment has an RCN ratio of just 1.04.
20 A Handy-Whitman analysis of cost indices using 2006 as the base year would
21 indicate an RCN factor of 1.495.2 Instead of an RCN value for account 380 of
22
23 iﬁg l]gllag.e seen overall RCN ratios as high as 2.9 or more depending on the mix and age of
24 | %! Narasimhan Rb. at 10.
55 22 Liu Dt., Engineering Report at 8, 9.
23 Handy-Whitman (Large Treatment Plant) 2006 index of 444 and 2015 index of 664. 664 /

26 | 444 =1.495.
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1 $2,226,115 ($2,145,496 original cost x 1.04), the RCN value would be $3,207,517
2 ($2,145,496 original cost x 1.495), which is $981,402 higher in value than the
3 $2,226,115 shown in Exhibit TJB-RBI1, page 1. Similarly, account 371 — Pumping
4 Equipment has a RCN ratio of just 0.57, meaning the RCN value is less than original
5 cost. A Handy-Whitman analysis of cost indices using 2006 as the base year would
6 indicate an RCN factor 1.50.%* Instead of an RCN value for account 371 of $96,579
7 ($168,387 original cost x 0.57), the RCN value would be $252,536 ($168,357
8 original cost x 1.50), which is $156,002 higher in value than the $96,579 shown in
9 Exhibit TJB-RB1, page 1. By simply addressing these two additional accounts,
10 nearly 90 percent of the $1,312,058 reduction in RCN value, as shown on Exhibit
11 TJB-RBI1, page 1, would be eliminated.?®
12 The bottom line is that while Staff may wish to change some of the ratios
13 (factors), it cannot do so without reducing the total RCN value below what is a
14 reasonable RCN study value of $6,830,326 in total. If Staff is going to take issue
15 with the RCN ratios, it must examine and change, as necessary, all the ratios to arrive
16 at the same total RCN value of $6,830,326. Otherwise, selective analysis is
17 contradictory to the finding of total RCN value.
18 | Q. DOES STAFF HAVE AN OPINION REGARDING THE APPROPRIATE
19 INFLATION RATE AND RELATED MULTIPLIER TO DEFINE THE
20 REASONABLENESS OF THE RELATIONSHIP BETWEEN OCRB AND
21 RCN?
22 | A. Yes. Staff proposes RCN factors ranging from 1.591 to 1.604 for the accounts Staff
23
24 Handy-Whitman (Electric Pumping Equipment) 2006 index of 620 and 2015 index of
24 1 931. 931 /620 = 1.50.
75 | *° As discussed, revising the RCN ratios for these two accounts results in additional value
of $1,137,404 ($981,402 + $156,002). Compare this to the $1,312,058 reduction in value
26 | from Staff changes to the RCN ratios.
e
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analyzed.?® Staff just sort of made these factors up in its own judgment, which is not
by itself a problem. It is ironic though that Staff is suggesting factors of roughly 1.6
RCN to OCRB are reasonable yet making adjustments to reduce the overall ration
from 1.6 to 1.29. It further reveals the flaw in Staff’s approach.

Q. BUT WHY ARE SOME RCN RATIOS SEEMINGLY HIGH AND OTHERS
SEEMINGLY LOW?

A. The RCN ratios are the direct result of how the RCN study was performed and how
the RCN values were allocated to the various plant accounts. NCS Engineers
conducted a separate valuation study examining the physical system in place at the
end of the test year, which is not the same as taking each account and grossing the
original cost using Handy Whitman or other similar cost index factors. NCS then
allocated the RCN values to the appropriate NARUC accounts using their
professional judgment. But their allocations of total RCN value to the various
NARUC accounts assignments did not perfectly align with how the Company’s plant
costs were recorded, and that can impact the resulting RCN ratios. When examined
on a line-by-line basis, some RCN ratios appear high and some low. We can spend
a lot of time reassigning values line-by-line so that the RCN ratios by NARUC
account look more like what Staff may expect, but the total RCN value should not
change.

1i. Accumulated Depreciation (A/D).
Q. PLEASE DISCUSS THE REBUTTAL RCN A/D ADJUSTMENTS.

A. B-3 adjustment number 2, as shown on Rebuttal Schedule B-3, page 2, adjusts RCN
A/D. There are three RCN A/D adjustments included in Adjustment 2. These are

26 Liu Dt., Engineering Report at 9.
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shown on Rebuttal Schedule B-3, page 4, and are labeled as adjustments “A,” “B,”
and “C.”

Adjustment A reduces RCN A/D by $294 for expensed plant. This adjustment
corresponds to the OCRB A/D adjustment of $284 discussed previously on page 7.

Adjustment B increases RCN A/D for allocated corporate plant totaling
$5,383. This adjustment corresponds to the OCRB A/D adjustment of $2,885
discussed previously on page 7.

Adjustment C reduces RCN A/D for excess capacity totaling $259,189. This
adjustment corresponds to the OCRB A/D adjustment of $249,803 discussed
previously on pages 6 and 7.

PLEASE COMMENT ON THE STAFF RCN A/D ADJUSTMENTS AND
RECOMMENDED RCN A/D BALANCE.

As with RCN PIS discussed earlier on pages 10 through 14, Staff adjusts the RCN
A/D balances to reflect its corresponding adjustments to OCRB A/D, as does the
Company, except that Staff takes issue with some RCN gross-up factors and bases
its RCN PIS adjustments using its own recommended gross-up factors as I just
discussed. Again, the Company disagrees with the Staff approach because it leads
to anomalous results.

Exhibit TJB-RB1, page 2, is a schedule showing the distortion in the RCN
study A/D value caused by Staff selectively changing the RCN factors. In the case
of A/D, the changes result in an RCN A/D balance of $1,785,262, which is $285,540
lower than the $2,070,802 RCN A/D value based on the RCN study.

HAD STAFF USED THE RCN FACTORS DEVELOPED FROM THE RCN
STUDY FOR ITS ADJUSTMENTS WHAT WOULD STAFF’S RCN A/D
VALUE BE?

The adjusted RCN A/D value would be $1,211,391, a difference of $230,447 to

15




1 Staff’s recommended balance of $980,944 .27
2 iii.  Contributions-in-Aid of Construction (CIAC) and
3 Accumulated Amortization (AA).
41 Q. PLEASE DISCUSS THE COMPANY’S PROPOSED REBUTTAL
5 ADJUSTMENTS TO RCN CIAC AND IDENTIFY ANY ADJUSTMENTS
6 YOU HAVE ACCEPTED FROM STAFF.
71 A. Adjustment number 3, shown on Rebuttal Schedule B-3, page 2, reflects CIAC and
8 AA at the revised RCN basis. The RCN basis for CIAC and AA has changed because
9 of the adjustments to depreciable OC PIS and RCN PIS. Staff does not propose any
10 adjustments to RCN CIAC and RCN AA. Staff should have adjusted RCN CIAC
11 and RCN AA based upon its proposed changes to depreciable OC PIS and RCN PIS.
12 Failure to do so results in misstatements of the RCRB and FVRB.
13 iv.  Accumulated Deferred Income Taxes (ADIT).
14| Q. PLEASE DISCUSS THE COMPANY’S PROPOSED REBUTTAL
15 ADJUSTMENTS TO ADIT AND IDENTIFY ANY ADJUSTMENTS YOU
16 HAVE ACCEPTED FROM STAFF.
17 | A. Adjustment number 4, shown on Rebuttal Schedule B-3, page 2, reflects the ADIT
18 balance at the reported RCN basis. The RCN basis for ADIT has changed because
19 of the adjustments to OCRB and RCRB. Staff does not propose any adjustments to
20 RCN ADIT. Staff should have adjusted RCN ADIT based upon its proposed
21 changes to its recommended OCRB and RCRB. Failure to do so results in
22 misstatements of the RCRB and FVRB.
23
24
25 | %7 Note: Staff’s recommended RCN A/D value contains a similar error as discussed on
page 7. Staff RCN A/D adjustment number 5b of $(127,135) should be eliminated. This
26 | would bring the adjusted RCN A/D value to $1,338,526 ($1,211,391 + 127,135).
SHAPIRO LAW FIRM
A ERopssionk: CoroRaTioN 16
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Iv.

V. Cash Working Capital (CWC).
PLEASE DISCUSS THE COMPANY’S PROPOSED REBUTTAL

ADJUSTMENTS TO CWC AND IDENTIFY ANY ADJUSTMENTS YOU
HAVE ACCEPTED FROM STAFF.
Adjustment number 5, shown on Rebuttal Schedule B-3, page 2, reflects CWC at the
reported RCN basis. Staff proposes a similar adjustment to RCN CWC.

vi.  Remaining Rate Base Items in Dispute.
ARE THERE ANY REMAINING RCRB ITEMS IN DISPUTE BETWEEN
THE PARTIES?

No.
REVENUES AND EXPENSES.
WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED

ADJUSTMENTS TO REVENUES AND EXPENSES AND IDENTIFY ANY
ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF.

The Company’s rebuttal adjustments to revenues and/or expenses are detailed on
Rebuttal Schedule C-2, pages 1 through 9. The rebuttal income statement with
adjustments is summarized on Rebuttal Schedule C-1, pages 1 and 2.

Rebuttal adjustment 1 reduces the proposed annualized depreciation and
amortization expense by $25,280, from $135,073 to $109,794 based on the
Company’s proposed rebuttal PIS and CIAC balances. The Staff’s recommended
depreciation and amortization expense level of $76,636 is lower than the Company’s
by $33,158.

WHY IS STAFF’'S RECOMMENDED DEPRECIATION AND
AMORTIZATION EXPENSE LOWER THAN THE COMPANY’S?
The difference in depreciation and amortization expense is primarily caused by

differences in each of the parties’ respective plant balances. However, there are two

17
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issues with the Staff depreciation and amortization calculation as shown on Staff
Schedule BCA-13. First, Staff does not provide any support for its proposed
$152,687 of fully depreciated plant for account 371 — Pumping Equipment. The
Company proposed fully depreciated plant of $124,416 is shown on Rebuttal
Schedule C-2, page 2. The Company provided Staff a full reconstruction of the PIS
and A/D balances by plant account in its work papers which supports the Company’s
proposed amount. I do not find a similar work paper supporting the Staff number.
In any case, the difference in depreciation expense from this issue is $3,100.
Second, Staff uses an incorrect balance for gross CIAC as the basis for its
amortization computation. The Staff schedule shows $1,267,984 before adjusting
for non-amortization CIAC (Land of $400,000). But, the Staff OC CIAC balance,
as shown on Staff Schedule BAB-3, is $1,013,352. It appears that the $1,267,984 is
the Staff recommended RCN CIAC value. The difference in depreciation and
amortization expense on this is $5,093. In total, Staff’s depreciation and
amortization expense should be $8,193 ($3,100 + $5,093) higher than it
recommends.
THANK YOU. PLEASE CONTINUE WITH YOUR DISCUSSION OF THE
COMPANY’S PROPOSED REBUTTAL REVENUE AND/OR EXPENSE
ADJUSTMENTS.
Rebuttal adjustment number 2 reflects property tax expense at the Company’s
rebuttal proposed revenue level.
ARE THE ANY DISPUTES BETWEEN THE PARTIES ON THE
METHODOLOGY FOR COMPUTING PROPERTY TAXES, THE
ASSESSMENT RATIO, OR THE PROPERTY TAX RATE?
No.

18
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PLEASE CONTINUE.

Rebuttal adjustment number 3 reflects no change to rate case expense. The Company
continues to propose $130,000 normalized over 3 years or $65,000 annually. Staff
recommends $65,000 normalized over 3 years, or 21,667 annually.?® Staff believes
the Company’s request is too high given the amount of costs incurred through August
2, 2016.2° However, Staff fails to recognize that the approximately $51,000 was
only incurred from work billed through the end of June 2016. Through the rebuttal
filing, the costs total about $110,000. I do not think Staff has fully considered the
costs for rebuttal, which includes an expert engineering witness not previously filing
testimony in this case, plus significant settlement efforts, and now a hearing and I
presume briefing, then Open Meeting. The Company is actually going to incur more
than the $130,000 requested, but seeks only $130,000 as a reasonable expense level
for this case.

PLEASE CONTINUE.

Rebuttal adjustment 4 reflects a true-up of allocated Algonquin Power and Utilities
Corp. (“APUC”), Liberty Utilities Canada, Liberty Algonquin Business Services
(“LABS”), and Liberty Utilities (Sub) Corp. labor and non-labor expenses charged
to Liberty EDO. Contractual Services — Professional is increased by $19,381. The
change in expense is due to an update to the cost allocation factors previously
discussed on page 4.

WERE UPDATES TO THE COST POOL FOR APUC, LIBERTY UTILITIES
CANADA, AND LABS PROVIDED TO STAFF?

Yes. They were provided in Liberty EDO’s response to Staff Data Request
CSB 1.34 on July 18, 2016.

28 Direct Testimony of Brendan Aladi (“Aladi Dt.”) at 4.

2 Id.

19
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THANK YOU. PLEASE CONTINUE.
Rebuttal adjustment 5 reflects a revision to the Company’s proposed wage increase
the Company proposed in its direct filing. Contractual Services — Professional
increased by $1,059 to reflect the additional labor costs contained in rebuttal
adjustment 4 discussed previously.

Rebuttal adjustment 6 is intentionally left blank.

Rebuttal adjustment 7 synchronizes interest expense with OCRB.

Rebuttal adjustment 8 increase income taxes by $2,040 to reflect the
Company proposed rebuttal revenues and expenses.

RATE DESIGN.
WHAT ARE LIBERTY EDO’S PROPOSED RATES FOR WASTEWATER

SERVICE?

The proposed rates are set forth on Rebuttal Schedule H-3, pages 1 through 3. The
proposed residential monthly sewer charge is $119.63, an increase of $39.63, or
70.9 percent, over the current monthly charge of $70.00.

IS LIBERTY EDO CONTINUING TO PROPOSING A PHASE IN OF
RATES?

Yes. The Company is not proposing any change to the phase in the Company
proposed in its direct filing — 70 percent of the rate increase would be implemented
in the first year, and then 100 percent of the rate increase would be implemented in
the second year. In the third year, the Company proposes a surcharge to recover the
deferred revenues from the phase in period, plus interest. The following sets forth

the proposed rates and surcharges for the three year period:

20




1 Current Year 1 Year 2 Year 3
Rates Rates Rates Rates
2 Monthly Charge - Residential $70.00 $70.00 $104.74 $119.63
Increase in Rate 34.84% 14.89%
3 Surcharge (12 months) 16.68%
4 Total Monthly Charge $70.00 $104.74 $119.63 $155.50
% Increase 49.63% 14.22% 13.94%
5
6 | Q. HAVE YOU PREPARED AN EXHIBIT SHOWING THE COMPUTATION
7 OF THE SURCHARGE?
8 | A. Yes. Attached as Exhibit TJB-RB2 is a schedule showing the computation of the
9 surcharge.
10 | Q. ARE THERE ANY CHANGES TO LIBERTY EDO’S PROPOSED
11 MISCELLANEOUS CHARGES?
12 | A. No. Staff and the Company are in agreement on the proposed miscellaneous
13 charges.?
14 | Q.  WHAT ABOUT THE COMPANY PROPOSED PPAM AND PTAM?
I5 | A. As discussed in Mr. Garlick’s rebuttal testimony, the Company has accepted Staff
16 recommendations regarding the PPAM and PTAM.?!
17 | Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY ON RATE BASE,
18 INCOME STATEMENT AND RATE DESIGN?
19 | A. Yes.
20
21
22
23
24
25 | 30 See Baxter Dt. at 14.
26 | ! Garlick Rb. at 2-3.
SHAPIRO LAW FIRM
A PROFESSIONAL CORPORATION 21
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Line Plant
No. Acct.
1 351
2 352
3 353
4 354
5 355
6 360
7 361
8 362
9 363
10 364
11 365
12 366
13 367
14 370
16 371
16 374
17 375
18 380
19 381
20 382
21 389
22 390
23 390.1
24 391
25 392
26 393
27 3%
28 395
29 396
30 397
31 398

32

Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended December 31, 2015 Page 1
Original Cost and Reconstruction Cost New Less Depreciation PIS

1] 2] [3] = [21] 4] Bl=(11x[4]  [6]=[5]-[2]
Adjusted RCN RCN Staff Staff
Orginal Study Study RCN RCN Difference
Description Cost Results Factors Factors Value to RCN Study
Organization $ 37,898 -
Franchise 798 -
Land 400,000 412,000 1.08 412,000 -
Structures & Improvements 576,601 1,299,022 2.25 924,869 (374,153)
Power Generation 124,916 85,000 0.68 85,006 6
Collection Sewer Forced 7,141 7,464 1.05 7,464 (0)
Collection Sewers Gravity 480,710 1,648,990 343 [ 91 764,810 (884,180)
Special Collecting Structures - - -
Customer Services 122,760 375,300 3.06 3.06 375,302 2
Flow Measuring Devices 3,845 6,000 1.56 1.56 6,000 0
Flow Measruring Installations 2,457 3,000 1.22 1.22 3,000 (0)
Reuse Services - - - -
Reuse Meters And Installation - - - -
Receiving Wells 26,226 44,300 1.69 1.69 44,301 1
Pumping Equipment 168,387 96,579 0.57 0.57 96,587 8
Reuse Distribution Reservoirs - - - -
Reuse Trans. and Dist. System 126,541 450,550 3.56 3.56 450,549 )
Treatment & Disposal Equipment 2,145,496 2,226,115 1.04 1.04 2,226,167 52
Plant Sewers 27,752 88,095 3.17 3.17 88,096 1
Qutfall Sewer Lines 5,541 62,680 11.31 8,888 (53,792)
Other Sewer Plant & Equipment - - - - -
Office Furniture & Equipment 1,747 1,747 1.00 1.00 1,747 -
Computers and Software 12,188 12,188 1.00 1.00 12,188 -
Transportation Equipment - - - - -
Stores Equipment - - - - -
Tools, Shop And Garage Equip 5,348 5,348 1.00 1.00 5,348 -
Laboratory Equip 5,947 5,947 1.00 1.00 5,947 -
Power Operated Equip - -
Communication Equip - -
Miscellaneous Equip. - -
Other Tangible Plant - -
TOTALS $ 4,282,301 $ 6,830,326 1.60 129 $ 5518268 $ (1,312,058)




Line
No.

(Dm\lotn-hwl\)—\l
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Plant
Acct,
351
352
353
354
355
360
361
362
363
364
365
366
367
370
371
374
375
380
381
382
389
390
390.1
391
392
393
394
395
396
397
398

Liberty Utilities (Entrada Del Oro Sewer) Corp.

Test Year Ended December 31, 2015
Original Cost and Reconstruction Cost New Less Depreciation A/D
1l [2] [31=12]x1] [4] [5]1=[1]x[4] [6]=1{5]-13]
Adjusted RCN RCN Staff Staff
Orginal Study Study RCN RCN A/D Difference
Description Cost A/D Eactors AD Factors Value to RCN Study

Organization $ -
Franchise . -
Land - 1.03 - - -
Structures & Improvements 166,601 2.25 375,336 267,229 (108,108)
Power Generation 34,735 0.68 23,637 23,637 -
Coliection Sewer Forced 1,333 1.06 1,393 1,393 -
Collection Sewers Gravity 87,377 3.43 299,731 139,018 (160,713)
Special Collecting Structures - - - -
Customer Services 22,915 3.06 70,056 3.06 70,056 -
Flow Measuring Devices 3,589 1.56 5,600 1.56 5,600 -
Flow Measruring Installations 2,293 1.22 2,800 1.22 2,800 -
Reuse Services - - - -
Reuse Meters And Installation - - - -
Receiving Wells 8,151 1.69 13,769 1.69 13,769 -
Pumping Equipment 144,232 0.57 82,731 0.57 82,731 -
Reuse Distribution Reservoirs - - - -
Reuse Trans. and Dist. System 29,526 3.56 105,128 3.56 105,128 -
Treatment & Disposal Equipment 982,837 1.04 1,019,792 1.04 1,019,792 -
Plant Sewers 12,951 3.17 41,111 41,111 -
Outfall Sewer Lines 1,722 11.31 19,481 2,762 (16,719)
Other Sewer Plant & Equipment - - - -
Office Furniture & Equipment 933 1.00 933 1.00 933 -
Computers and Software 5,688 1.00 5,688 1.00 5,688 -
Transportation Equipment - - - -
Stores Equipment - - - -
Tools, Shop And Garage Equip 1,159 1.00 1,159 1.00 1,169 -
Laboratory Equip 2,455 1.00 2,455 1.00 2,455 -
Power Operated Equip -
Communication Equip -
Miscellaneous Equip. -
Other Tangible Plant -
TOTALS $ 1,508,498 1.37 _$ 2,070,802 118 $§ 1785262 § (285,540)

Exhibit
Page 2
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Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule A-1
Computation of Increase in Gross Revenue Page 1
Requirements As Adjusted Witness: Bourassa

Line
No.

1 Fair Value Rate Base $ 1,933,825

2

3 Adjusted Operating Income (22,623)

4

5 Current Rate of Return -1.17%

6

7 Required Operating Income $ 118,870

8

9 Required Rate of Return on Fair Value Rate Base 6.15%

10

11 Operating Income Deficiency $ 141,493

12

13 Gross Revenue Conversion Factor 1.4011

14

15 Increase in Gross Revenue

16 Requirement $ 198,250

17

18 Adjusted Test Year Revenues $ 281,288

19 Increase in Gross Revenue Revenue Requirement 3 198,250

20 Proposed Revenue Requirement $ 479,537

21 % Increase 70.48%

22

23 Customer Present Proposed Dollar Percent
24 Classification Rates Rates Increase Increase
25 Residential $ 281,190 $ 480,554 $ 199,364 70.90%
26 0.00%
27 Revenue Annualization (1,470) (2,512) (1,042) 70.90%
28 Subtotal $ 279,720 $ 478,041 $ 198,321 70.90%
29

30 Miscellaneous Revenues 1,575 1,575 - 0.00%
31 Reconciling Amount 7 (79) (72) 1028.57%
32 Rounding 1 1 - 0.00%
33 Total of Water Revenues $ 281,288 $ 479,538 % 198,250 70.48%
34

35

36 SUPPORTING SCHEDULES:

37 B-1

38 C-1

39 C-3

40 D-1

41 H-1




Line
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Liberty Utilities (Entrada Del Oro Sewer) Corp.
Test Year Ended October 31, 2015
Summary of Rate Base

Gross Utility Plant in Service

Less: Accumulated Depreciation

Net Utility Plant in Service

Less:

Advances in Aid of Construction
Contributions in Aid of Construction

Accumulated Amortization of CIAC

Customer Meter Deposits
Customer Security Deposits

Accumulated Deferred Income Tax

Plus:

Unamortized Finance
Charges
Prepayments
Materials and Supplies
Cash Working Capital

Total Rate Base

SUPPORTING SCHEDULES:

Reconstruction
Cost New Less

Exhibit

Rebuttal Schedule B-1
Page 1

Witness: Bourassa

Original Cost Depreciation Fair Value
Rate base Rate base Rate Base
$ 3,488,948 $ 5,981,028 $ 4,734,988
1,122,048 1,666,423 1,394,236
$ 2,366,899 $ 4,314,605 $ 3,340,752
1,013,352 1,537,849 1,275,600
(85,869) (157,619) (121,744)
2,360 2,360 2,360
166,496 339,700 253,098
16,048 16,048 16,048
(13,661) (13,661) (13,661)
$ 1,272,948 2,594,702 $ 1,933,825

B-2
B-3
B-5

RECAP SCHEDULES:

A-1




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 1
Witness: Bourassa
Rebuttal
Adjusted Adjusted
at at end
Line End of Proforma of
No. Test Year Adjustment Test Year
1 Gross Utility
2 Plant in Service $ 4,010,610 (521,663) $ 3,488,948
3
4 Less:
5 Accumulated
6 Depreciation 1,369,249 (247,201) 1,122,048
7
8
9  Net Utility Plant
10 in Service $ 2,641,361 $ 2,366,899
11
12  Less:
13 Advances in Aid of
14 Construction - - -
15
16 Contributions in Aid of
17 Construction - Gross 1,013,352 - 1,013,352
18
19  Accumulated Amortization of CIAC (85,869) - (85,869)
20
21 Customer Meter Deposits - -
22 Customer Security Deposits 2,360 - 2,360
23 Accumulated Deferred Income Tax 214,584 (48,088) 166,496
24 -
25 -
26
27  Plus:
28 Unamortized Finance
29 Charges - - -
30 Prepayments 16,048 - 16,048
31  Materials and Supplies - - -
32  Cash Working capital (23,189) 9,528 (13,661)
33 -
34
35 Total $ 1,489,794 $ 1,272,948
36
37
38
39
40
41
42
43
44
45
46  SUPPORTING SCHEDULES: RECAP SCHEDULES:
47  B-2, pages 2 B-1
48 E-1
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Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 3.2
Adjustment Number 1 - B Witness: Bourassa

No.

1

2 i1 {2] (3] [4] = [1Ix[2]x(3]

3 Revised Liberty Allocated Allocated
4 Acct. Orginal Utilities EDO Orginal Original Cost Increase
5 No. Description Cost Factor Factor Cost per Rebuttal per Direct {Decrease)
6 903 Land and Land Rights 1,312,818 12.94% 0.77% 1,308 1,129 179
7 904  Structures and Improvments 11,123,684 12.94% 0.77% 11,083 10,157 926
8 940.1 Computers and Software 2,187,630 12.94% 0.77% 2,180 1,769 411

11 LU Sub-Corp. Plant ‘

13 903 Land and Land Rights - 0.77% - - -

14 904  Structures and Improvments 420,651 0.77% 3,239 2,175 1,064
15 940 Office Furniture and Equipmer 258,089 0.77% 1,987 1,334 653
16 940.1 Computers and Software 2,078,183 0.77% 16,002 10,745 5,257

41 TOTALS $ 17,381,085 3 35,800 $ 27,309 § 8,490

43 SUPPORTING SCHEDULE RECAP SCHEDULES:
44  Testimony B-2, page 3
45 Work papers




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 3.3
Adjustment Number 1 - C Witness: Bourassa

Line
No.
1 Plant Held for Future Use
2 Adjustment
3 Per Direct Per Rebuttal Total
4 Acct. Orginal Orginal Orginal
5 No. Description Cost Cost Cost
6 351 Organization -
7 352 Franchise -
8 353 Land -
9 354 Structures & Improvements (26,200) (26,200)
10 355 Power Generation -
11 360 Collection Sewer Forced -
12 361 Collection Sewers Gravity -
13 362 Special Collecting Structures -
14 363 Customer Services -
15 364 Flow Measuring Devices -
16 365 Flow Measruring Installations -
17 366 Reuse Services -
18 367 Reuse Meters And Installation -
19 370 Receiving Wells -
20 371 Pumping Equipment (15,200) (15,200)
21 374 Reuse Distribution Reservoirs -
22 375 Reuse Trans. and Dist. System -
23 380 Treatment & Disposal Equipment (257,600) (525,900) (783,500)
24 381 Plant Sewers -
25 382 Outfall Sewer Lines -
26 389 Other Sewer Plant & Equipment -
27 390 Office Furniture & Equipment -
28 390.1 Computers and Software -
29 391 Transportation Equipment -
30 392 Stores Equipment -
31 393 Tools, Shop And Garage Equip -
32 394  Laboratory Equip -
33 395 Power Operated Equip -
34 396 Communication Equip -
35 397 Miscellaneous Equip. -
36 398 Other Tangible Plant -
37 -
38
39
40
41 TOTALS $  (299,000) $ (525,900) $ (824,900)
42
43  SUPPORTING SCHEDULE RECAP SCHEDULES:
44 Testimony B-2, page 3

45  Work papers




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 3.4
Adjustment Number 1-D Witness: Bourassa
Line
No.
1 Reconciliation of Booked Plant to Plant Reconstruction
2
3 Adjusted Plant
4 Acct. Orginal B-2 Orginal Per
5 No. Description Cost Adjustments Cost Reconstruction  Difference
6 351  Organization $ 37,898 $ - $ 37,898 $ 37,8908 $ -
7 352 Franchise 799 - 799 799 -
8 353 Land 400,000 - 400,000 400,000 -
9 354  Structures & Improvements 550,401 - 550,401 550,401 -
10 355 Power Generation 124,916 . - 124,916 124,916 -
11 360 Collection Sewer Forced 7,141 - 7,141 7,141 -
12 361 Collection Sewers Gravity 480,710 - 480,710 480,710 -
13 362 Special Collecting Structures - - - - -
14 363 Customer Services 122,760 - 122,760 122,760 -
15 364 Flow Measuring Devices 3,845 - 3,845 3,845 -
16 365 Flow Measruring Installations 2,457 - 2,457 2,457 -
17 366 Reuse Services - - - - -
18 367 Reuse Meters And Installation - - - - -
19 370 Receiving Wells 26,226 - 26,226 26,226 -
20 371 Pumping Equipment 153,187 - 153,187 153,187 -
21 374 Reuse Distribution Reservoirs - - - - -
22 375 Reuse Trans. and Dist. System 126,541 - 126,541 126,541 -
23 380 Treatment & Disposal Equipment 1,887,896 (530,153) 1,357,743 1,357,743 -
24 381 Plant Sewers 27,752 - 27,752 27,752 -
25 382 Outfall Sewer Lines 5,541 - 5,541 5,541 -
26 389 Other Sewer Plant & Equipment - - - - -
27 390 Office Furniture & Equipment 1,747 - 1,747 1,747 -
28 390.1 Computers and Software 12,188 - 12,188 12,188 -
29 391 Transportation Equipment - - - - -
30 392  Stores Equipment - - - - -
31 393 Tools, Shop And Garage Equip 5,348 - 5,348 5,348 -
32 394 Laboratory Equip 5,947 - 5,947 5,947 -
33 395 Power Operated Equipment - - - - -
34 396 Communication Equip - - - - -
35 397 Miscellaenous Equip. - - - - -
36 398 Other Tangible Plant - -
37
38
39
40
41
42 Plant Held for Future Use -
43 TOTALS $ 3,983,301 $ (530,153) $ 3,453,148 § 3,453,148 $ -
44
45
46 SUPPORTING SCHEDULE RECAP SCHEDULES:
47  B-2, pages 3.1 through 3.4 B-2, page 3
48 B-2, pages 3.5 through 3.14
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Liberty Utilities {Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2016 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.1
Adjustment Number 2 - A Witness: Bourassa
Line
No.
1 Remove A/D Related to Affiliate Profit
2
3
4 Acct. Depr
5 No.  Description Rate 2006 2007 2008 2008 2010 2011 2012 2013 2014 2015 Total
6 351 Organization 0.00% - - - - - - - - - - $ -
7 352 Franchise 0.00% - - - - - - - - - - .
8 353 Land 0.00% - - - - - - - - - - -
9 354  Structures & Improvements 3.33% - - - - - - - - - - -
10 355 Power Generation 5.00% - - - - - - - - “ - -
11 360 Collection Sewer Forced 2.00% - - - - - - - - - - -
12 361  Collection Sewers Gravity 2.00% - - - - - - - - - - -
13 362 Special Collecting Structures 2.00% - - - - - - - - - - -
14 363 Customer Services 2.00% - - - - - - - - - - -
15 364 Flow Measuring Devices 10.00% - - - - - - - “ - - -
18 365 Flow Measruring Installations 10.00% - - - - - - - - - - -
17 366 Reuse Services 2.00% - - - - - - - - - - -
18 367 Reuse Meters And Installation 8.33% - - - - - - - - - - -
19 370 Receiving Wells 3.33% - - - - - - - - - - -
20 371 Pumping Equipment 12.50% - - - - - - - - - - -
21 374 Reuse Distribution Reservoirs 2.50% - - - - - - - - - - -
22 375 Reuse Trans. and Dist. System 2.50% - - - - - - - - - - -
23 380 Treatment & Disposal Equipment  5.00% - - - - - - - - (108) 177 (284)
24 381 Plant Sewers 5.00% - - - - - - - - - - -
25 382 OQutfall Sewer Lines 3.33% - - - - - - - - - - -
26 389 Other Sewer Plant & Equipment  6.67% - - - - - - - - . - .
27 390 Office Furniture & Equipment 6.67% - - - - - - - - . - -
28 390.1 Computers and Software 20.00% - - - - - - - - - - .
29 391 Transportation Equipment 20.00% - - - - - - - - - - -
30 392 Stores Equipment 4.00% - - - - - - - - - - -
31 393 Tools, Shop And Garage Equip 5.00% - - - - - - - - - - -
32 394  Labaratory Equip 10.00% - - - - - - - - - - -
33 395 Power Operated Equip 5.00% - - - - - - - - - - -
34 396 Communication Equip 10.00% - - - - - - - - - - .
35 397 Miscellaneous Equip. 10.00% - - - - - - - - - - .
36 398 Other Tangible Plant 10.00% - - - - - - - - - - -
37
38
39
40
41 Plant Held for Future Use
42 TOTALS 3 - $ - 3 - $ - $ - 3 - $ (106) § [ (284)
43
44
45 SUPPORTING SCHEDULE RECAP SCHEDULES;
46 B-2, pages 3.2 B-2, page 4

47  Work papers




Exhibit

Rebuttal Schedule B-2
Page 4.2

Witness: Bourassa

Liberty Utilities (Entrada Del Oro Sewer) Corp.
Test Year Ended October 31, 2015
Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - B

Line

Corporate Plant A/D

Acct.

No. Description

903 Land and Land Rights

904  Structures and Improvments
940.1 Computers and Software

LU Sub-Corp. Plant

903 Land and Land Rights

904  Structures and Improvments

940  Office Furniture and Equipmer
940.1 Computers and Software

(1

Original Cost
AD
570,445
656,289

92,971
38,753
941,298

TOTALS

SUPPORTING SCHEDULE

Work papers

2,299,757

[2] (31
Liberty
Utilities
Factor

12.94%

12.94%

12.94%

EDO
Factor
0.77%
0.77%
0.77%

0.77%
0.77%
0.77%
0.77%

RECAP SCHEDULES:

B-2, page 4

(4] = [1IX(2]x[3]

Allocated
Orginal
Cost
568
654

716
298
7,248

Allocated
Original Cost

per Direct
521
531

481
200
4,867

increase

(Decrease)

48
123

235
98
2,381

3

9,485

$ 6,599 $

2,885




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.3
Adjustment Number 2 - C Witness: Bourassa
Line
No.
1 A/D Plant Held for Future Use Adjustment
2 [1] 2] [3] [4] = MAX([1] x [2] x[3]) Per Direct
3 A/D A/D
4 Acct. Orginal Depr. Orginal Orginal Increase
5 No. Description Cost Rate Years Cost Cost (Decrease)
6 351  Organization - - - -
7 352  Franchise - - - -
8 353 Land - - - -
9 354  Structures & improvements (26,200) 3.33% 9.5 (8,288) (8,288) -
10 355  Power Generation - - - -
11 360 Collection Sewer Forced - - - -
12 361 Collection Sewers Gravity - - - -
13 362 Special Collecting Structures - - - -
14 363 Customer Services - - - -
15 364 Flow Measuring Devices - - - -
16 365 Flow Measruring Installations - - - -
17 366 Reuse Services - - - -
18 367 Reuse Meters And Installation - - - -
19 370 Receiving Wells - - - -
20 371 Pumping Equipment (15,200) 12.50% 9.5 (15,200) (15,200) -
21 374 Reuse Distribution Reservoirs - - - -
22 375 Reuse Trans. and Dist. System - - - -
23 380 Treatment & Disposal Equipment (783,500)  5.00% 9.5 (372,163) (122,360) (249,803)
24 381 Plant Sewers - - - -
25 382 OQutfall Sewer Lines - - - -
26 389 Other Sewer Piant & Equipment - ' - - -
27 390 Office Furniture & Equipment - - - -
28 390.1 Computers and Software - - - -
29 391 Transportation Equipment - - - -
30 392 Stores Equipment - - - -
31 393 Tools, Shop And Garage Equip - - - -
32 394 Laboratory Equip - - - -
33 395 Power Operated Equip - - - -
34 396 Communication Equip - - - -
35 397 Miscellaneous Equip. - - - -
36 398 Other Tangible Plant - - - -
37
38
39
40
41 TOTALS $  (824,900) $ (395,651) $  (145,848) $ (249,803)
42
43
44  SUPPORTING SCHEDULE RECAP SCHEDULES:
45  Work papers B-2, page 4
46
47
48




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 4.4
Adjustment Number 2 - D Witness: Bourassa

Line
No.
1 Reconciliation of A/D to A/D Reconstruction
2
3 Rebuttal AD
4 Acct. B-2 Adjusted Per
5 No. Description A/D Adjustments A/D Reconstruction  Difference
6 351  Organization $ - 3 - $ - $ - 3 -
7 352 Franchise - - - - -
8 353 Land - - - - -
9 354  Structures & Improvements 158,313 - 158,313 158,313 -
10 355 Power Generation 34,735 - 34,735 34,735 -
1 360 Collection Sewer Forced 1,333 - 1,333 1,333 -
12 361 Collection Sewers Gravity 87,377 - 87,377 87,377 -
13 362 Special Collecting Structures - - - - -
14 363 Customer Services 22,915 - 22,915 22,915 -
15 364 Flow Measuring Devices 3,589 - 3,589 3,589 -
16 365 Flow Measruring Installations 2,293 - 2,293 2,293 -
17 366 Reuse Services - - - - -
18 367 Reuse Meters And Installation - - - - -
19 370 Receiving Wells 8,151 - 8,151 8,151 -
20 371 Pumping Equipment 129,032 - 129,032 129,032 -
21 374 Reuse Distribution Reservoirs - - - - -
22 375 Reuse Trans. and Dist. System 29,526 - 29,526 29,526 -
23 380 Treatment & Disposal Equipment 860,477 (250,086) 610,391 610,391 (0)
24 381 Plant Sewers 12,951 - 12,951 12,951 -
25 382 Ouffall Sewer Lines 1,722 - 1,722 1,722 -
26 389 Other Sewer Plant & Equipment ’ - - - - -
27 390 Office Furniture & Equipment 933 - 933 933 -
28 390.1 Computers and Software 5,688 - 5,688 5,688 -
29 391 Transportation Equipment - - - - -
30 392 Stores Equipment - - - - -
31 393 Tools, Shop And Garage Equip 1,159 - 1,159 1,159 -
32 394 Laboratory Equip 2,455 - 2,455 2,455 -
33 395 Power Operated Equipment - - - - -
34 396 Communication Equip - - - - -
35 397 Miscellaneous Equipment - - - - -
36 398 Other Tangible Plant - - - - -
37 108 Accumulated Depreciation - - - - -
38
39
40
41
42 Plant Held for Future Use -
43 TOTALS $ 1,362,650 $ (250,086) $ 1,112,564 $ 1,112,564 $ (0)
44
45
46 SUPPORTING SCHEDULE RECAP SCHEDULES:
47 B-2,page 4.1 t04.3 B-2, page 4

48 B-2, pages 3.5t03.14




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule B-2
Original Cost Rate Base Proforma Adjustments Page 5
Adjustment 3 Witness: Bourassa

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

Line

Gross Accumulated

CIAC Amortization
Computed balance at end of Test Year $ 1,013,352 $ 85,869
Adjusted balance at end of Test Year $ 1,013,352 $ 85,869
Increase (decrease) $ - $ -
Adjustment to CIAC/AA CIAC 3 - $ -
Label 3a 3b
SUPPORTING SCHEDULES RECAP SCHEDULES:
B-2, pages 5,110 5.4 B-2, page 2
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Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule B-3
Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments Page 1
Witness: Bourassa

RCN
RCN Adjusted
at at end

Line End of Proforma of
No. Test Year Adjustment Test Year

1 Gross Utility

2 Plant in Service $ 6,522,612 (541,584) $ 5981028

3

4 Less:

5 Accumulated

6 Depreciation 1,920,523 (254,100) 1,666,423

7

8

9 Net Utility Plant

10 in Service $ 4,602,089 $ 4,314,605
11

12 Less:

13 Advances in Aid of

14 Construction - - -
15

16 Contributions in Aid of

17 Construction - Gross 1,622,616 15,233 1,537,849
18

19 Accumulated Amortization of CIAC (155,486) (2,133) (157,619)
20

21 Customer Meter Deposits - - -
22 Customer Security Deposits 2,360 - 2,360
23 Accumulated Deferred Income Tax 405,292 (65,592) 339,700
24 -
25 -
26

27 Plus:

28 Unamortized Finance

29 Charges - - -
30 Prepayments 16,048 - 16,048
31 Materiais and Supplies - - -
32 Cash Working capital (23,189) 9,528 (13,661)
33 -
34

35 Total $ 2,820,167 $ 2,594,702
36

37

38

39

40 SUPPORTING SCHEDULES: RECAP SCHEDULES:
41 B-3, page 2 B-1

42

43

44
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28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

Liberty Utilities (Entrada Del Oro Sewer) Corp.
Test Year Ended October 31, 2015

Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments

Adjustment Number 1 - A

Expensed Plant

Acct.
No.
351
352
353
354
355
360
361
362
363
364
365
366
367
370
371
374
375
380
381
382
389
390

390.1
391
392
393
394
395
396
397
398

Orginal
Description Cost
Organization
Franchise
Land

Structures & Improvements
Power Generation

Collection Sewer Forced
Collection Sewers Gravity
Special Collecting Structures
Customer Services

Flow Measuring Devices

Flow Measruring Installations
Reuse Services

Reuse Meters And Installation
Receiving Wells

Pumping Equipment

Reuse Distribution Reservoirs
Reuse Trans. and Dist. System
Treatment & Disposal Equipment (4,253)
Plant Sewers

Qutfall 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

TOTALS $ (4,253)

Factor®

1.04

Exhibit

Rebuttal Schedule B-3
Page 3.1

Witness: Bourassa

Rebuttal Increase
RCN (Decrease)
(4,412) (4,412)
$ (4,412) $ (4,412)

" Expensed plant occurred in 2014, assume factor of based upon Handy Whitman factors..

SUPPORTING SCHEDULE

Testimony
Work papers

RECAP SCHEDULES:

B-2, page 3




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule B-3
Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments Page 3.2
Adjustment Number 1 - B Witness: Bourassa

RCN Allocated Corporate Plant
1 [2] [31 = [11x(2] [4] {5 [6] = [3]x[4]{5]
Liberty Allocated Allocated
Acct. Orginal RCN RCN Utilities EDO Orginal Original Cost Increase
No. Description Cost Factor Cost Factor Factor Cost per Direct (Decrease)
903 Land and Land Rights 1,312,818 1.00 1,312,818 12.94% 0.77% 1,308 1,129 179
. 904 Structures and Improvments 11,123,684 1.00 11,123,684 12.94% 0.77% 11,083 10,157 . 926
940.1 Computers and Software 2,187,630 1.00 2,187,630 12.94% 0.77% 2,180 1,769 411

=z
OO B WN = 5
° 3

11 LU Sub-Corp. Plant

12 -

13 903 Land and Land Rights - 1.00 - 100.00% 0.77% - - -
14 904  Structures and Improvments 420,651 1.00 420,651 100.00% 0.77% 3,239 2,175 1,064
15 940  Office Furniture and Equipmen 258,089 1.00 258,089 100.00% 0.77% 1,987 1,334 653
16 940.1 Computers and Software 2,078,183 1.00 2,078,183 100.00% 0.77% 16,002 10,745 5,257

4 TOTALS $ 17,381,055 $ 35800 $ 27,309 $ 8,490

43  SUPPORTING SCHEDULE RECAP SCHEDULES:
44  Testimony B-3, page 3
45  Work papers
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Liberty Utilities (Entrada Del Oro Sewer) Corp.

Test Year Ended October 31, 2015

Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments

Adjustment Number 1-C

Capacity Adjustment

Acct.

No.
351
352
353
354
355
360
361
362
363
364
365
366
367
370
371
374
375
380
381
382
389
390

390.1

391
392
393
394
395
396
397
398

Description

Organization

Franchise

Land

Structures & Improvements
Power Generation

Collection Sewer Forced
Collection Sewers Gravity
Special Collecting Structures
Customer Services

Flow Measuring Devices

Flow Measruring Installations
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

TOTALS

' Factors see Scehdule B-4

SUPPORTING SCHEDULE

Testimony
Work papers

$

Orginal
Cost

(15,2-00)

(783,500)

(824,900)

Factor

1.03
2.25
0.68
1.05
3.43

3.06
1.56
1.22

1.69
0.57
3.56
1.04
3.17
11.31
1.00
1.00

1.00
1.00

Exhibit

Rebuttal Schedule B-3
Page 3.3

Witness: Bourassa

Rebuttal

RCN Increase

RCN per Direct {Decrease)

(59,026)

(8,718) $

(812,941)

(59,026) -

(8,718) .

(267,280) (545,661

$ (880,685) $

RECAP SCHEDULES:

B-2, page 3

(335,023) $ (545,667)
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Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule B-3
Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments Page 4.1
Adjustment Number 1 - A Witness: Bourassa
Line
No.
1  Expensed Plant
2
3 A/D per Rebuttal
4 Acct. Orginal A/D Increase
5 No. Description Cost Factor' RCN (Decrease)
6 351  Organization -
7 352 Franchise -
8 353 Land -
9 354  Structures & Improvements - -
10 355 Power Generation -
11 360 Collection Sewer Forced -
12 361 Collection Sewers Gravity -
13 362 Special Collecting Structures -
14 363 Customer Services -
15 364 Flow Measuring Devices -
16 365 Flow Measruring Installations -
17 366 Reuse Services -
18 367 Reuse Meters And Instaliation -
19 370 Receiving Wells -
20 371 Pumping Equipment - -
21 374 Reuse Distribution Reservoirs -
22 375 Reuse Trans. and Dist. System -
23 380 Treatment & Disposal Equipment (284) 1.04 (294) (294)
24 381 Plant Sewers -
25 382 Outfall Sewer Lines -
26 389 Other Sewer Plant & Equipment -
27 390 Office Furniture & Equipment -

28 390.1 Computers and Software -
29 391 Transportation Equipment -
30 392 Stores Equipment -
31 393 Tools, Shop And Garage Equip -
32 394 Laboratory Equip -
33 395 Power Operated Equip -
34 396 Communication Equip -
35 397 Miscellaneous Equip. -
36 398 Other Tangible Plant -
37

38 TOTALS $ (284) $ (294) $ (294)
39

40 " Expensed plant occurred in 2014, assume factor of based upon Handy Whitman factors..

41

42 SUPPORTING SCHEDULE RECAP SCHEDULES:

43  Testimony B-2, page 3
44  Work papers




Liberty Utilities (Entrada Del Oro Sewer) Corp.
Test Year Ended October 31, 2015

Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments
Adjustment Number 2 - B

RCN Corporate Plant A/D

No. Description

903 Land and Land Rights

904  Structures and Improvments
940.1 Computers and Software

LU Sub-Corp. Plant
903 Land and Land Rights
904  Structures and Improvments

940 Office Furniture and Equipmer
940.1 Computers and Software

TOTALS

SUPPORTING SCHEDULE
Work papers

$

g

Orginal
Cost
570,445
656,289

92,971
38,753
941,298

2,299,757

{21

RCN
Factor

1.00
1.00
1.00

1.00
1.00
1.00
1.00

(31 =[1x2]

RCN
Cost

570,445
656,289

92,971
38,753
941,298

[4] 5]
Liberty
Utilities EDO
Factor Eactor
12.94% 0.77%
12.94% 0.77%
12.94% 0.77%
100.00% 0.77%
100.00% 0.77%
100.00% 0.77%
100.00% 0.77%
RECAP SCHEDULES:
B-3, page 4

[6] = [3141x[5]

Exhibit

Rebuttal Schedule B-3
Page 4.2

Witness: Bourassa

Allocated Allocated
Orginal Original Cost Increase
Cost per Direct (Decrease)
568 260 308
654 177 477
716 388 328
298 111 187
7,248 3,165 4,083
$ 9,485 $ 4101 $ 5,383




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule B-3
Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments Page 4.3
Adjustment Number 1-C Witness: Bourassa

A/D Plant Held for Future Use

A/D per Rebuttal per Direct Rebuttal

Acct. Orginal AID A/D Increase
No. Description Cost Factor’ RCN RCN {Decrease)

351 Organization - R

352 Franchise - -

353 Land - -

354  Structures & Improvements (8,288) 2.25 (18,673) (18,673) -

355 Power Generation - -
360 Collection Sewer Forced - -
361 Collection Sewers Gravity - -
362 Special Collecting Structures - -
363 Customer Services - -
364 Flow Measuring Devices - -
365 Flow Measruring Installations - -
366 Reuse Services - -
367 Reuse Meters And Installation - -
370 Receiving Wells - . -
371 Pumping Equipment (15,200) 0.57 (8,718) (8,718)

374 Reuse Distribution Reservoirs - -
375 Reuse Trans. and Dist. System - -
380 Treatment & Disposal Equipment (372,163) 1.04 (386,147) (126,958) (259,189)
381 Plant Sewers - -
382 Outfall Sewer Lines - -
389 Other Sewer Plant & Equipment - -
390 Office Furniture & Equipment - -
28 390.1 Computers and Software - -
29 391 Transportation Equipment - -
30 392 Stores Equipment - -

31 393 Tools, Shop And Garage Equip - -
32 394 Laboratory Equip - -
33 395 Power Operated Equip - -
34 396 Communication Equip - -
35 397 Miscellaneous Equip. - -
36 398 Other Tangible Plant - -
37
38 TOTALS $  (395,651) $ (413,638) $ (154,349) § (259,189)
39

40 ' Factors see Scehdule B-4

41

42 SUPPORTING SCHEDULE RECAP SCHEDULES:

43  Testimony B-2, page 3

44  Work papers

NMNMMNRORRNRN- & 4 34 3 a3 3 a4 = .
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Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule B-3
Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments Page 5
Adjustment Number 3 Witness: Bourassa

Contributions-in-Aid of Construction

Line
No. Gross

1 CIAC Amortization

2 Adjusted Orginal Cost Depreciable Balance $ 613,352 $ 85,869

3

4 Gross-up Factor [1] 1.84 1.84

5

6 RCN Depreciable Balance $ 1,125,849 $ 157,619

7

8 Adjusted Orginal Cost Non-depreciable Balance 3 400,000 3 -

9

10 Gross-up Factor [2] 1.03 1.03
11

12 RCN Non-depreciable Balance 3$ 412,000 $ -
13

14 Total RCN Balance $ 1,537,849 $ 157,619
15

16 Unadjusted RCN Balance 1,622,616 155,486
17

18 Adjustment to RCN Balance $ 15,233 $ (2,133)
19

20

21 [1] Computation of Gross-up Factor for Depreciable Plant

22 RCN Depreciable Gross Plant-in-Service $ 5,533,228

23 Original Cost Depreciable Gross Plant-in-service $ 3,014,451

24 :

25 Ratio of RCN Depreciable Gross Plant-in-Srvice

26 and Original Cost Depreciable Gross Plant-in-service 1.84

27

28 [2] Computation of Gross-up Factor for Depreciable Plant

29 RCN Non-depreciable Gross Plant-in-Service $ 412,000

30 Original Cost Non-depreciable Gross Plant-in-service $ 400,000

31

32 Ratio of RCN Non-depreciable Gross Plant-in-Srvice

33 and Original Cost Non-depreciable Gross Plant-in-service 1.03

34

35

36 SUPPORTING SCHEDULE RECAP SCHEDULES:

37 B-2, page 5.3 B-3, page 2

38 B-2, page 2

39 B-2, page 3

40 B-4




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule B-3
Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments Page 6
Adjustment Number 4 Witness: Bourassa

Advances-in-Aid of Construction

Line
No.

1 AIAC

2 Adjusted Orginal Cost Depreciable Balance 3 -

3

4 Gross-up Factor {1] 1.84

5

6 RCN Depreciable Balance $ -

7

8 Unadjusted RCN Balance -

9

10 Adjustment to ADIT Balance $ -
"

12

13 [1] Computation of Gross-up Factor for Depreciable Piant

14 RCNLD Depreciable Gross Plant-in-Service $ 5,533,228
15 Original Cost Depreciable Gross Plant-in-service $ 3,014,451
16

17 Ratio of RCNLD Depreciable Gross Plant-in-Srvice

18 and Original Cost Depreciable Gross Plant-in-service 1.84
19

20

21

22

23

24

25

26

27

28

29 SUPPORTING SCHEDULE RECAP SCHEDULES:
30 B-2, page 5.3 B-3, page 2

31 B-2, page 2
32 B-4




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule B-3
Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments Page 7
Adjustment Number 5 Witness: Bourassa

Accumulated Deferred Income Taxes (ADIT)

Line

No.

1

2 Adjusted Orginal Cost ADIT Balance $ 166,496

3

4 RCN Net Rate Base before ADIT 3 2,932,015

5 Original Cost Net Rate Base before ADIT $ 1,437,057
6

7 Ratio of RCN Net Rate Base before ADIT

8 and Original Cost Net Rate Base before ADIT 2.04

9

10 RCN ADIT Balance 3 339,700
11

12 RCN ADIT Balance per Direct 3 405,292
13

14 Adjustment to ADIT Balance $ (65,592)
15

16

17 SUPPORTING SCHEDULE RECAP SCHEDULES:

18 B-2, page 5 B-3, page 2

19
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Liberty Utilities (Entrada Del Oro Sewer) Corp.
Test Year Ended October 31, 2015
Reconstruction Cost New Less Depreciation Rate Base Proforma Adjustments
Adjustment Number 6

RCN Working Capital

Adjusted Cash Working Capital

RCN Factor

Recommended RCN Cash Working Capital
RCN Working Capital per Direct

Adjustment to ADIT Balance

SUPPORTING SCHEDULE
B-5

Exhibit

Rebuttal Schedule B-3
Page 8

Witness: Bourassa

$ (13,661)
1.00
$ (13,661)
5 (23189)
$ 9,528
RECAP SCHEDULES:
B-3, page 2




Line Plant
No. Acct, Description
1 351 Organization
2 352 Franchise
3 353 land
4 354 Structures & Improvements
5 355 Power Generation
6 360 Collection Sewer Forced
7 361 Collection Sewers Gravity
8 362 Special Collecting Structures
9 363 Customer Services
10 364 Flow Measuring Devices
11 365 Flow Measruring Installations
12 366 Reuse Services
13 367 Reuse Meters And Instaliation
14 370 Receiving Wells
15 371 Pumping Equipment
16 374 Reuse Distribution Reservoirs
17 375 Reuse Trans. and Dist. System
18 380 Treatment & Disposal Equipment
19 381 Plant Sewers
20 382 OQutfall Sewer Lines
21 383 Other Sewer Plant & Equipment
22 390 Office Furniture & Equipment
23 390.1 Computers and Software
24 391 Transportation Equipment
25 392 Stores Equipment
26 393 Tools, Shop And Garage Equip
27 394 Laboratory Equip
28 395 Power Operated Equip
28 396 Communication Equip
30 397 Miscellaneous Equip.
31 398 Other Tangible Plant
32 TOTALS
33
34
35 SUPPORTING SCHEDULES
36 See RCN Study by NCS Engineers
37 Testimony
38 B-2, page 3
39 B-2, page4

Liberty Utilities (Entrada Del Oro Sewer) Gorp.
Test Year Ended Octaber 31, 2015
Reconstruction Cost New Less Depreciation Plant and Accumulated Depreciaiton

Exhibit

Rebuttal Schedule B-4
Page 1

Witness: Bourassa

A B o] D E F
Rebuttal Rebuttal
Adjusted Adjustments Adjusted Total
Original Cost PIS Other Than Original Cost PIS RCN RCN PIS Rebuttal
Before Capacity Adj Capacity Before Capacity Adj PIS Adjustments RCN PIS
$ 37,898 § - $ 37,898 - - -
799 - 799 - - -
400,000 - 400,000 412,000 - 412,000
576,601 - 576,601 1,299,022 (59,0286) 1,239,896
124,916 - 124,916 85,000 - 85,000
7,141 - 7,141 7,464 - 7,464
480,710 - 480,710 1,648,990 - 1,648,990
122,760 - 122,760 375,300 - 375,300
3,845 - 3,845 6,000 - 6,000
2,457 - 2,457 3,000 - 3,000
26,226 - 26,226 44,300 - 44,300
168,387 - 168,387 98,579 (8,718) 87,861
126,541 - 126,541 450,550 - 450,550
2,145,496 (4,253) 2,141,243 2,226,115 (817,353) 1,408,762
27,752 - 27,752 88,095 - 88,095
5,541 - 5,641 62,680 - 62,680
1,747 - 1,747 1,747 - 1,747
12,188 - 12,188 12,188 - 12,188
5,348 - 5,348 5,348 - 5,348
5,947 - 5,947 5,947 - 5,847
$ 4,282,301 $ (4,253) $ 4,278,048 $ 6,830,326 § (885,097) $ 5,045,228
RECAP SCHEDULES
B-3, page 3
B-3, page 4




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule B-4
Reconstruction Cost New Less Depreciation Plant and Accumulated Depreciaiton Page 2

Witness: Bourassa

G H l J K L M
Rebuttal Rebuttal
Adjusted A/D Adjustments Adjusted J=D/C RCN Rebuttal

Line Plant Qriginal Cost A/D QOther Than Criginal Cost AID RCN RCN AID RCN
No. Acct. Description Before Adj Capacity Before Adiments Factor AD Adjustments AID

1 351 Organization $ - - $ - $ - $ - $ -

2 352 Franchise - - - - - -

3 353 Land - - - 1.03 - - -

4 354 Structures & Improvements 166,601 - 166,601 2.25 375,335 (18,673) 356,662
5 355 Power Generation 34,735 - 34,735 0.68 23,635 - 23,635
& 360 Collection Sewer Farced 1,333 - 1,333 1.08 1,393 - 1,393
7 361 Collection Sewers Gravity 87,377 - 87,377 3.43 299,733 - 298,733
8 362 Special Coliecting Structures B - - - - - -

9 363 Customer Services 22,915 - 22,915 3.06 70,056 - 70,056
10 364 Flow Measuring Devices 3,589 - 3,589 1.56 5,600 - 5,600
11 365 Flow Measruring Installations 2,293 - 2,293 1.22 2,800 - 2,800
12 366 Reuse Services - - - - - - -
13 367 Reuse Meters And Installation - - - - - - -
14 370 Receiving Wells 8,151 - 8,151 1.69 13,768 - 13,768
156 371 Pumping Equipment 144,232 - 144,232 0.57 82,725 (8,718) 74,007
16 374 Reuse Distribution Reservoirs - - - - - - -
17 375 Reuse Trans. and Dist. System 29,526 - 29,626 3.56 105,128 - 105,128
18 380 Treatment & Disposal Equipment 982,837 (284) 982,554 1.04 1,019,474 (386,147) 633,327
19 381 Plant Sewers 12,951 - 12,951 3.17 41,111 - 41,111
20 382 Ouffali Sewer Lines 1,722 - 1,722 11.31 19,481 - 19,481
21 389 Other Sewer Plant & Equipment - - - - - - -
22 380 Office Furniture & Equipment 933 - 933 1.00 933 - 933
23 390.1 Computers and Software 5,688 - 5,688 1.00 5,688 - 5,688
24 391 Transportation Equipment - - - - - - -
25 392 Stores Equipment - - - - - - -
26 393 Tools, Shop And Garage Equip 1,159 - 1,159 1.00 1,169 - 1,159
27 394 Laboratory Equip 2,455 - 2,455 1.00 2,455 - 2,455
28 395 Power Operated Equip - - - - - - -
29 396 Communication Equip - - - - - - -
30 397 Miscellaneous Equip. - - - - - - -
31 398 Other Tangible Plant - - - - - - -
32 TOTALS $ 1,508,498 § (284) % 1,508,215 160 § 2,070,476 $ (413,538) $ 1,656,938
33

34

35 SUPPORTING SCHEDULES RECAP SCHEDULES

36 See RCN Study by NCS Engineers B-3, page 3

37 Testimony B-3, page 4

38 B-2,page3

39 B-2, page 4
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Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule C-1
Income Statement Page 1
Witness: Bourassa

Rebuttal
Adjusted Test Year Proposed Adjusted
Line Test Year Adjusted Rate with Rate
No. Results Adjustment Results Increase Increase
1 Revenues
2 Metered Water Revenues $ 279,713 $ - $ 279,713 § 198,250 $ 477,963
3 Unmetered Water Revenues - - - -
4 Other Water Revenues 1,575 - 1,575 1,575
5 $ 281,288 $ - $ 281,288 $ 198,250 $ 479,537
6 Operating Expenses
7 Salaries and Wages $ - - $ - $ -
8 Purchased Water 2,379 - 2,379 2,379
9 Sludge Removal 2,204 - 2,204 2,204
10 Purchased Power 16,374 - 16,374 16,374
11 Fuel for Power Production - - - -
12 Chemicals 770 - 770 770
13 Materials and Supplies 3171 - 3,171 3,171
14 Contractual Services - Professional 46,007 20,440 66,447 66,447
15 Contractual Services - Testing 11,872 - 11,872 11,872
16 Contractual Services - Other 12,995 - 12,995 12,995
17 Rents - - - -
18 Office Supplies and Expense - - - -
19 Transportation 100 - 100 100
20 Insurance 6,288 - 6,288 6,288
21 Regulatory Commission 43,333 - 43,333 43,333
22 Miscelianeous 21,362 - 21,362 21,362
23 Depreciation and Amortization 135,073 (25,280) 109,794 109,794
24 Taxes Other Than Income - - - -
25 Property Taxes 17,062 - 17,062 4,034 21,096
26 Income Taxes (12,294) 2,053 (10,241) 52,724 42,483
27  Total Operating Expenses $ 306,697 $ (2,787) $ 303,911 $ 56,757 § 360,668
28 Operating Income $ (25,409) $ 2,787 $ (22,623) $ 141,493 $ 118,870
29 Other Income (Expense)
30 Interest and Dividend Income - - - -
31 AFUDC income - - - -
32 Miscellaneous Non-Utility Expenses - - - -
33 Interest Expense (22,606) - (22,606) (22,606)
34
35 Total Other Income (Expense) (22,606) - $ (22,606) $ - (22,606)
36 Net Profit (Loss) 3 (48,015) 2,787 $ (45,229) $ 141,493 96,264
37
38 SUPPORTING SCHEDULES: RECAP SCHEDULES:
39 C-1, page 2 A-1
40
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Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule C-2
Adjustments to Revenues and Expenses Page 1
Witness: Bourassa

Line Adjustments to Revenues and Expenses
No. 1 2 3 4 5 6 Subtotal

1 Intentionally

2 Property Rate Case Corporate Wage Left

3 Depreciation Taxes Expense Costs Increase Blank

4 Revenues - - - - - - -

5

6  Expenses (25,280) - - 19,381 1,059 - (4,840)

7

8  Operating

9 Income 25,280 - - (19,381) (1,059) - 4,840
10

11 Interest

12 Expense -
13 Other

14 Income / -
16 Expense

16

17 NetIncome 25,280 - - (19,381) (1,059) - 4,840
18

19

20 Adjustments to Revenues and Expenses

21 7 8 9 10 " 12 Subtotal

22 Intentionally Intentionally Intentionally Intentionally

23 Interest Income Left Left Left Left

24 Synch. Taxes Blank Blank Blank Blank

25 Revenues - - - - - - -
26

27 Expenses - 2,053 - - - - (2,787)
28

29  Operating

30 Income - (2,053) - - - - 2,787
31

32 interest

33 Expense 2,320 2,320
34 Other

35 Income / -
36 Expense

37

38 NetIncome 2,320 (2,053) - - - - 5,107
39




Liberty Utilities {Entrada Del Oro Sewer) Corp.
Test Year Ended October 31, 2015
Adjustments to Revenues and Expenses

Adjustment Number 1

Depreciation Expense

Line Acct.
No. No. Description
1 351  Organization
2 352  Franchise
3 353 Land
4 354  Structures & Improvements
5 355 Power Generation
6 360 Collection Sewer Forced
7 361  Collection Sewers Gravity
8 362 Special Collecting Structures
9 363  Customer Services
10 364 Flow Measuring Devices
11 365 Flow Measuring Instailations
12 366 Reuse Services
13 367 Reuse Meters And Installation
14 370 Receiving Wells
15 371  Pumping Equipment
16 374 Reuse Distribution Reservoirs
17 375 Reuse Trans. and Dist. System
18 380 Treatment & Disposal Equipment
19 381 Plant Sewers
20 382  Outfall Sewer Lines
21 389  OCther Sewer Plant & Equipment
22 390  Office Furniture & Equipment
23 390.1 Computers and Software
24 391 Transportation Equipment
25 392  Stores Equipment
26 393 Tools, Shop And Garage Equip
27 394 Laboratory Equip
28 395 Power Operated Equipment
29 386 Communication Equip
30 397 Miscellaneous Equip.
31
32 903 Land and Land Rights
33 904  Structures and Improvments
34 940  Office Furniture & Equipment
35 940.1 Computers and Software
36
37 TOTALS
38
39 Less: Amortization of Contributions
40
41
42  Contributions in Aid of Construction
43
44 Totals
45
46 Total Depreciation Expense
47
48 Adjusted Test Year Depreciation Expense
49
50 Increase (decrease) in Depreciation Expense
51
52  Adjustment to Revenues and/or Expenses
53
54 SUPPORTING SCHEDULE
55 B-2, page 3

Adjusted Non-Depr. Depr
Original or Fully Original Proposed
Cost Depr. Plant Cost Rates
37,898 (37,898) - 0.00%
799 (799) - 0.00%
400,000 (400,000) - 0.00%
550,401 550,401 3.33%
124,916 124,916 5.00%
7,141 7,141 2.00%
480,710 480,710 2.00%
- - 2.00%
122,760 122,760 2.00%
3,845 3,845 10.00%
2,457 2,457 10.00%
- - 2.00%
- - 8.33%
26,226 26,226 3.33%
153,187 (124,416) 28,771 12.50%
- - 2.50%
126,541 126,541 2.50%
1,357,743 1,357,743 5.00%
27,752 27,752 5.00%
5,541 5,541 3.33%
- - 6.67%
1,747 1,747 6.67%
12,188 12,188 20.00%
- - 20.00%
- - 4.00%
5,348 5,348 5.00%
5,947 5,947 10.00%
- - 5.00%
- - 10.00%
- - 10.00%
1,308 1,308 0.00%
14,322 14,322 2.56%
1,987 1,987 6.67%
18,182 18,182 20.00%
$ 3,488,948 % (563,113) $ 2,925,835
Non-Depr or
Gross Fully Amortized Amortizable
CIAC CIAC CIAC Amort, Rate’
$ 1013352 § (400,000) $ 613,352 2.0000%
$ 1013352 § (400,000) $ 613,352

Exhibit

Rebuttal Schedule C-2
Page 2

Witness: Bourassa

Depreciation
Expense

18,328
6,246
143
9,614

2,455
385
246

873
3,596

3,164
67,887
1,388
185
117
2,438

267
595

367
133
3,636

$ 122,061

$ (12,267)

5 azzn
5 iesTed
8 135078
S (25280

$ (25,280)

' Amortization rate is based upon collection mains and customer services depreciation rate




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule C-2
Adjustment to Revenues and Expenses Page 3
Adjustment Number 2 Witness: Bourassa

Property Taxes

Line Test Year Company
No. DESCRIPTION as adjusted Recommended
1 Company Adjusted Test Year Revenues 3 281,288 $ 281,288
2 Weight Factor 2 2
3 Subtotal {Line 1 * Line 2) 562,576 562,576
4 Company Recommended Revenue 281,288 479,537
5 Subtotal (Line 4 + Line 5) 843,863 1,042,113
6 Number of Years 3 3
7 Three Year Average (Line 5/ Line 6) 281,288 347,371
8 Department of Revenue Mutilplier 2 2
9 Revenue Base Value (Line 7 * Line 8) 562,576 694,742
10 Plus: 10% of CWIP (intentionally excluded) - -
11 Less: Net Book Value of Licensed Vehicles 3,492 3,492
12 Full Cash Value (Line 9 + Line 10 - Line 11) 559,084 691,250
13 Assessment Ratio 18.0% 18.0%
14 Assessment Value (Line 12 * Line 13) 100,635 124,425
15 Composite Property Tax Rate - Obtained from ADOR 16.9547% 16.9547%
16 Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $ 17,062 $ 21,096
17 Tax on Parcels - -
18 Total Property Taxes (Line 16 + Line 17) 3 17,062
19 Test Year Property Taxes $ 17,062
20 Adjustment to Test Year Property Taxes (Line 18 - Line 19) $ -
21
22 Property Tax on Company Recommended Revenue (Line 16 + Line 17) $ 21,096
23 Company Test Year Adjusted Property Tax Expense (Line 18) $ 17,062
24 Increase in Property Tax Due to Increase in Revenue Requirement $ 4,034
25
26 Increase in Property Tax Due to Increase in Revenue Requirement (Line 24) $ 4,034
27 Increase in Revenue Requirement $ 198,250
28 Increase in Property Tax Per Dollar Increase in Revenue (Line 26 / Line 27) 2.03456%
29
30
31
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Liberty Utilities (Entrada Del Oro Sewer) Corp.

Test Year Ended October 31, 2015
Adjustment to Revenues and Expenses
Adjustment Number 3

Rate Case Expense

Estimated Rate Case Expense
Amortization Period (years)
Annual Amortization

Test Year Rate Case Expense

Increaae (decrease) in Rate Case Expense

Adjustment to Revenue and/or Expense

Exhibit

Rebuttal Schedule C-2
Page 4

Witness: Bourassa

130,000
3
43,333

43,333
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Liberty Utilities (Entrada Del Oro Sewer) Corp.

Test Year Ended October 31, 2015
Adjustment to Revenues and Expenses
Adjustment Number 4

Corporate Cost Adjustment

Corporate Allocation Adjustment - Labor

Adjusted Allocated Labor Costs per Rebuttal
Adjusted Allocated Labor Costs per Direct

Adjustment to Contractual Services Professional

Corporate Allocation Adjustment - Non-Labor

Adjusted Allocated Non-Labor Costs per Rebuttal
Adjusted Aliocated Non-Labor Costs per Direct

Adjustment to Contractual Services Professional

Adjustment to Revenue and/or Expense

Reference

Testimony

Work Papers
Response to CSB 1.34

36,037
19,776

16,260

29,351
26,231

3,120

19,381

Exhibit

Rebuttal Schedule C-2
Page 5

Witness: Bourassa
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Liberty Utilities (Entrada Del Oro Sewer) Corp.

Test Year Ended October 31, 2015
Adjustment to Revenues and Expenses
Adjustment Number 5

Corporate Cost Adjustment - Labor

Contractual Services - Professional
Test Year Allocated Labor Costs
Factor (1)

Increase in Labor Costs

Wage Increase per Direct

Change in proposed Wage [ncrease

Adjustment to Contractual Services - Professional

Contractual Services - Other

Test Year Allocated Labor Costs
Factor (1)

Increase in Labor Costs

Wage Increase per Direct

Change in proposed Wage Increase

Adjustment to Contractual Services - Other

Adjustment to Revenue and/or Expense

Reference
Testimony
Work papers

« | B B

36,037
6.09%
2,195
1,135
1,059

1,059

1,059

Exhibit

Rebuttal Schedule C-2
Page 6

Witness: Bourassa
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Liberty Utilities (Entrada Del Oro Sewer) Corp.
Test Year Ended October 31, 2015
Adjustment to Revenues and Expenses
Adjustment Number 6

Intentionally Left Blank

Exhibit

Rebuttal Schedule C-2
Page 7

Witness: Bourassa




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit

Test Year Ended October 31, 2015 Rebuttal Schedule C-2
Adjustment to Revenues and Expenses Page 8
Adjustment Number 7 Witness: Bourassa

Interest Synchronization

Line

Fair Value Rate Base $ 1,933,825
Weighted Cost of Debt 1.05%
Interest Expense $ 20,286
Adjusted Test Year Interest Expense $ 22,606
Increase (decrease) in Interest Expense (2,320)
Adjustment to Revenue and/or Expense 3 2,320

Weighted Cost of Debt Computation

Pro forma Capital Structure Weighted
Percent Cost Cost

Debt 30.00% 3.50% 1.05%

Equity 70.00% 11.10% 7.77%

Total 100.00% 8.82%
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Liberty Utilities (Entrada Del Oro Sewer) Corp.
Test Year Ended October 31, 2015
Adjustment to Revenues and/or Expenses
Adjustment Number 8

Income Taxes

Exhibit

Rebuttal Schedule C-2
Page 9

Witness: Bourassa

Test Year Test Year
at Present Rates at Proposed Rates
Compauted Income Tax $ (10,241) $ 42,483
Test Year Income tax Expense - (10,241)
Adjustment to Income Tax Expense $ (10,241) $ 52,724
SUPPORTING SCHEDULE
C-3, page 2




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule C-3

Computation of Gross Revenue Conversion Factor Page 1
Witness: Bourassa

Percentage
of
Incremental

Line Gross
No. _Description Revenues
Federal Effective Income Tax Rate 22.247%

State Effective Income Tax Rate 4.900%

Property Taxes 1.482%

Total Tax Percentage 28.629%

‘.OOO\IO‘JU‘!AUJN—\|

10 Operating Income % = 100% - Tax Percentage 71.371%

15 1 = Gross Revenue Conversion Factor
16 Operating Income % 1.4011

27 SUPPORTING SCHEDULES: RECAP SCHEDULES:

28 C-3, page 2 A-1




Liberty Utilities {(Entrada Del Oro Sewer) Corp.
Test Year Ended October 31, 2015

Line
No,

O GAWwN =

Toowo~

13
14
15
16
17

18
19
20
21
22
23

24
25
26

27
28
29

30
31
32
33
34

35
36

38

39
40
41
42
43
44
45
46
a7

49
50
51
52
53
54

55

56
57

58

60

GROSS REVENUE CONVERSION FACTOR

Desgription

Calculation of Gross Revenue Conversion Factor:

Revenue

Uncollecible Factor (Line 11)

Revenues (L1 -12)

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

Revenue Conversion Factor {L.1 / L5)

Calculation of Uncollectible Factor.

Unity

Combined Federal and State Tax Rate (L.17)
One Minus Combined Income Tax Rate (L7 - L8)
Uncollectible Rate

Uncollectible Factor (L9 * L10 )

Calculation of Effective Tax Rate:

Operating Income Before Taxes {Arizona Taxable Income)
Arizona State income Tax Rate

Federal Taxable Income (L12 - LL13)

Applicable Federal Income Tax Rate (L55, Col E)
Effective Federal Income Tax Rate (L14 x L15)

Combined Federal and State Income Tax Rate (L13 +L16)

Calculation of Effective Property Tax Factor

Unity

Combined Federal and State Income Tax Rate (L17)

One Minus Combined Income Tax Rate (L18-L19)

Property Tax Factor

Effective Property Tax Factor (L20*L.21)

Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

Required Operating Income
AdjustedTest Year Operating Income (Loss)
Required Increase in Operating Income (124 - 1L.25)

Income Taxes on Recommended Revenue (Col. (E), L52)
Income Taxes on Test Year Revenue (Col. (B), L54)
Required Increase in Revenue to Provide for Income Taxes (L.27 - L28)

Recommended Revenue Requirement

Uncollectible Rate (Line 10)

Uncollectible Expense on Recommended Revenue (L24 * L25)
Adjusted Test Year Uncollectible Expense

Required Increase in Revenue to Provide for Uncollectible Exp.

Property Tax with Recommended Revenue
Property Tax on Test Year Revenue
Increase in Property Tax Due to Increase in Revenue (L35-L36)

Total Required Increase in Revenue (L26 + 129 + L37)

Calculation of Income Tax:

Revenue

Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)

Arizona Taxable Income (.39 - L40 - L41)

Arizona State Effective Income Tax Rate (see work papers)
Arizona income Tax (L42 x L43)

Federal Taxable Income (L42- L44)

Federal Tax on First Income Bracket (§1 - $50,000) @ 15%

Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%

Total Federal Income Tax
Combined Federal and State income Tax (L35 + 1L42)

Exhibit

Rebuttal Schedule C-3

Page 2
Witness: Bourassa

COMBINED Applicable Federal Income Tax Rate [Col. [D}, L53 - Col. [A], L53 / [Col. [D], L45 - Col. [A], L45]

WASTEWATER Applicable Federal Income Tax Rate [Col. [E], L53 - Col. [B], L&3] / [Col. [E], L45 - Col. {B], L45]

WATER Applicable Federal income Tax Rate [Col. [F], L53 - Col. [C], L&3] / [Col. {F], L45 - Cal. [C], 1.45]

Calculation of Interest Synchronization:
Rate Base

Weighted Average Cost of Debt
Synchronized Interest (L45 X L46)

(A) (8) ©) ()] (E} [F]
100.0000%
0.0000%
100.0000%
28.6290%
71.3710%
1.401128
100.0000%
27.1467%
72.8533%
0.0000%
0.0000%
100.0000%
4.9000%
95.1000%
23.3930%
22.2467%
27.1467%
100.0000%
27.1467%
72.8533%
2.0346%
1.4822%
28.6290%
$ 118,870
$ 22,623)
$ 141,493
3 42,483
$ (10,241
$ 52,724
S a79esar
0.0000%
S N
[ -
$ -
$ 21,096
$ 17,062
$ 4,034
$ 198,250
(A) (B) ©) ©) [E] [F]
Test Year Company Recommended
Total Total
Sewer Sewer
$ 281,288 | $ 281,288 $ 479,537 { $ 479,537
$ 314,151 | $ 314,151 $ 318,185 | § 318,185
$ 20,286 | $ 20,286 $ 20,286 | $ 20,286
$ (53,149)| $ (53,149) $ 141,068 | $ 141,068
4.9000% 4.9000% 4.9000% 4.9000%
$ (2,604) $ (2,604) $ 6912 ($ 6,912
$ (50,545)| $ (50,545) $ 134,156 [ $ 134,156
$ (7,500)| $ (7,500) $ 7500 % 7.500
$ (136)| $ (136) $ 62501 $ 6,250
$ - $ - $ 8,500 | $ 8,500
$ - $ - $ 13321 $ 13,321
$ - $ - $ - 3 -
$ (7.636)| $ (7.636) $ 35571 $ 35,571
3 (10,241)] $ (10,241)) $ 42483 | $ 42483
23.3930%
23.3930%
0.0000%
Sewer
$ 1,933,825
1.0490%
$ 20,286




Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Revenue Summary Rebuttal Schedule H-1
With Annualized Revenues to Year End Number of Customers Witness: Bourassa
And Estimated Customer Growth
Test Year Ended October 31, 2015

Percent Percent
of of
Present Proposed
tine Present Proposed Dollar Percent Sewer Sewer
No. Customer Classification Revenues Revenues Change Change Revenues Revenues
1 Residential $ 281190 $ 480,554 §$ 199,364 70.90%  100.53% 100.53%
2
3
4
5
6 Subtotal Revenues $ 281,190 $ 480554 §$ 199,364 70.90%  100.53% 100.53%
7
8 Residential customer revenue
9 annualized to end of year, based on
10 year end number of customers
11 Residential (1,470) (2,512) (1,042) 70.90% -0.53% -0.53%
12
13
14
15  Subtotal Annualization $ (1,470) $ (2,512) % (1,042) 70.90% -0.53% -0.53%
16
17  Subtotal Revenues (including annualization) 279,720 478,041 198,321 70.90%  100.00% 100.00%
18 Misc Revenues 1,575 1,575 0 0.00% 0.00% 0.00%
19 Reconcilation amount to C-1 (7) (79) (72) 1028.57% 0.00% 0.00%
20 Totals $ 281,288 $ 479,537 $ 198,249 70.48%  100.00% 100.00%
21
22
23
24
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SHAPIRO LAW FIRM

A PROFESSIONAL CORPORATION

SHAPIRO LAW FIRM, P.C.

Jay L. Shapiro (No. 014650)

1819 E. Morten Avenue, Suite 280
Phoenix, Arizona 85020
Telephone (602) 559-9575
jay@shapslawaz.com

LIBERTY UTILITIES

Todd C. Wiley (No. 015358)

12725 W. Indian School Road, Suite D-101
Avondale, Arizona 85392

Todd. Wiley@libertyutilities.com

Attorneys for Liberty Utilities (Entrada Del Oro Sewer) Corp.

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE APPLICATION | DOCKET NO: SW-04316A-16-0078
OF LIBERTY UTILITIES (ENTRADA DEL
ORO SEWER) CORP., AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES INITS
WASTEWATER RATES AND CHARGES
FOR UTILITY SERVICE BASED
THEREON.

IN THE MATTER OF THE APPLICATION | DOCKET NO: SW-04316A-16-0085
OF LIBERTY UTILITIES (ENTRADA DEL
ORO SEWER) CORP., AN ARIZONA
CORPORATION, FOR AUTHORITY TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED
$1,750,000.

REBUTTAL TESTIMONY OF
RAMESH NARASIMHAN, P.E.

September 26,2016
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SHAPIRO LAW FIRM

A PROFESSIONAL CORFPORATION

> R

o

INTRODUCTION.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Ramesh Narasimhan. My business address is 202 E. Earll Drive,
Suite 110, Phoenix, Arizona 85012.

WHAT IS YOUR PROFESSION AND EDUCATIONAL BACKGROUND?
I’m the founder and president of Narasimhan Consulting Services Inc. dba NCS
Engineers, a water and wastewater engineering consulting firm providing civil,
water, wastewater, environmental, stormwater, grant administration, financial
assistance and research-related services to public agencies and private sector clients
throughout the United States and Canada. I have a B.S. in Civil Engineering from
Arizona State University, a M.S. in Environmental Engineering from Arizona State
University, and a MBA from the University of Phoenix.

PLEASE DESCRIBE YOUR WORK EXPERIENCE.

I have 27 years of experience in all aspects of wastewater treatment facility design
and operations. I’m a national expert in water and wastewater and residuals
handling and have served as design engineer or project manager on more than
40 such study and design projects through the United States. My resume, which
contains a detailed list of representative projects, is attached as Exhibit RN-RB1.
DO YOU HOLD ANY CERTIFICATIONS?

Yes. I’m a licensed Professional Civil Engineer in Arizona, New Mexico, and
California. Additionally, I belong to several professional organizations such as the
American Water Works Association, American Society of Civil Engineers,
Arizona Water and Pollution Control Association, and American Membrane
Technology.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I’m providing this testimony on behalf of the applicant, Liberty Utilities (Entrada

1
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Del Oro Sewer) Corp. (“Liberty EDO” or “Company”).

DID YOU PROVIDE DIRECT TESTIMONY ON BEHALF OF LIBERTY
EDO IN THIS CASE?

No, I did not.

PURPOSE OF TESTIMONY AND SUMMARY.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS

PROCEEDING?

To respond to certain aspects of the engineering analysis and recommendations
made by Mr. Jian Liu, the Arizona Corporation Commission Utilities’ Division
Staff Engineer (“Staff”) engineer assigned to this case.

ARE YOU FAMILIAR WITH THE LIBERTY EDO WASTEWATER
TREATMENT PLANT?

Yes. Mr. Steve Wedwick is employed by NCS as a Senior Project Manager.
Mr. Wedwick was closely involved in the original design and construction of the
Liberty EDO Wastewater Treatment Plant (“WWTP”). I oversaw Mr. Wedwick’s
recent engineering work to identify and assign a value to the components that are
not needed to support capacity of 150,000 gpd. Further, Liberty EDO retained
NCS to conduct a capacity and cost differential analysis (“NCS Analysis™) of the
Liberty EDO WWTP. NCS also prepared a Reconstruction Cost New or “RCN”
study for the Liberty EDO WWTP. The RCN study is discussed further below.
YOU HAVE REVIEWED MR. LIU’S TESTIMONY AND ENGINEERING
REPORT IN THIS DOCKET?

Yes. I also met with Mr. Liu and representatives from Liberty EDO to discuss
Staff’s recommendations and I have read his responses to data requests. The focus
of my rebuttal testimony is to summarize NCS’ involvement in this case and to

discuss the remaining areas of disagreement with Staff’s engineering opinions.




1 The primary area of disagreement is Staff’s valuation of its disallowance for excess
2 capacity of the WWTP. My testimony here addresses Staff’s cost and engineering
3 opinions relating to the RCN determination and original cost components.
4| Q. WOULD YOU BRIEFLY SUMMARIZE THE FINDINGS FROM NC§
5 CAPACITY AND COST ANALYSIS?
6| A As built, the Liberty EDO WWTP is constructed to treat 150,000 gallons per day.
7 The NCS Analysis identified and valued certain components of the existing
8 WWTP that are not necessary to support a treatment capacity of 150,000 gpd. This
9 NCS Analysis concluded that those components are valued at $299,000.! In its
10 application, Liberty EDO records this adjustment and effectively reduces its assets
11 value to effectively reflect the value of a 150,000 gpd plant excluding any
12 components beyond those components necessary for 150,000 gpd.
13 NCS evaluated the current and anticipated flows of the Liberty EDO
14 WWTP, as well as evaluated additional costs incurred based on maximum flows
15 for the next five years (estimated at approximately 90,000 gpd). Certain
16 components were designed and constructed in accordance with typical industry
17 practice to reduce long term costs and allow usability for the long term without
18 future expansions of those facilities. It is industry practice and good engineering to
19 construct concrete tanks, larger pipes and electrical systems to accommodate
20 increased flows and usage over time because, otherwise, it would be very costly to
21 upsize these components at a future date. Components of the Liberty EDO WWTP
22 that fall in this category include the influent pump station, flow splitter box, flow
23 equalization basin, odor control, tertiary filter, UV disinfection, and effluent pump
| 24 station which were sized to handle higher flows. Also, two concrete basins were
i 25
26 | ! Direct Testimony of Matthew Garlick at 10.
SHAPIRO LAW FIRM
A PRoFESSIONAL CoRroRATION 3
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constructed for the biological treatment system (aerobic sludge digestion, blowers,
biological treatment, and clarifier), each capable of handling 150,000 gpd. One
basin is used currently and the second was not equipped with any mechanical
equipment so it can be operated. NCS computed the total cost differential as
$525,900 between a 90,000 gpd? (nominal) facility and the constructed facility,
net of the removal for components that would provide future expansion, based on
engineering information.

DID STAFF ACCEPT THE CONCLUSION OF THE NCS ANALYSIS?

I don’t know. In my review of Mr. Liu’s report and testimony, I did not see any
disagreement with the $299,000 valuation to adjust for the components in place to
enable further expansion to 300,000 mgd.

PLEASE DESCRIBE THE AREAS OF DISAGREEMENT WITH STAFEF’S
RECOMMENDATION REGARDING EXCESS CAPACITY.

As explained in the testimony of Matthew Garlick, Liberty EDO agrees with
Staff>s conclusion that capacity of 84,000 gpd is a reasonable capacity necessary to
serve the customers of Liberty EDO. However, Liberty EDO disagrees with the
method used by Staff to monetize the reduction from 150,000 gpd to 84,000 gpd.
WOULD YOU PLEASE SUMMARIZE YOUR AREAS OF
DISAGREEMENT WITH STAFF ON THOSE POINTS, MR.
NARASIMHAN?

In calculating the value of the capacity reduction, Staff applies a simple straight-
line factor to certain assets values. This does not result in an accurate valuation,
as discussed more fully below. This also contradicts prudent engineering and cost

estimating practices for the reasons noted above because some plant components

2 There are no further appreciable cost differences between a 90,000 gpd facility and a
facility at Staff’s recommended capacity of 84,000 gpd.
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1.

were properly sized and built irrespective of capacity at 84,000 gpd or 150,000
gpd.

STAFF’S EXCESS CAPACITY ADJUSTMENT.

DO YOU AGREE WITH STAFF’S EXCESS CAPACITY ADJUSTMENT?

No. While I accept Staff’s conclusion that Liberty EDO is currently using
56 percent of its available treatment capacity,® the valuation of the reductions
simply does not lend itself to straight-line computations because of the inverse
relationship that exists between the cost of treatment capacity per gallon and the
size of the WWTP.* Calculating the disallowance in the manner recommended by
Staff is incorrect because adjustments for excess capacity need to consider that the
capacity cost per gallon of treatment capacity is generally higher for smaller plants
than for larger plants, meaning that a plant that is 44 percent smaller would not cost
44 percent less. Based on my substantial experience with construction, design and
cost review of wastewater treatment plants, it is my opinion that it is inappropriate
to reduce the size and associated costs of all of the components of smaller plants in
direct proportion to the capacity reduction.

HOW DOES THE APPROACH NCS TOOK IN ITS ANALYSIS DIFFER
FROM THE APPROACH STAFF TOOK IN THIS CASE?

NCS evaluated the WWTP on a component-by-component basis to identify
components that could have been smaller and the components that could not have
been smaller. By contrast, Staff did conduct a component-by-component analysis,
and simply applied a straight-line 44 percent reduction to components. I can’t

agree with that approach.

3 Direct Testimony of Jian W. Liu (“Liu Dt.”), Engineering Report (Exhibit JWL) at 8.

4 Staff recommends a disallowance of $1,072,851 to the Original Cost Rate Base by
removing 44 percent of the value of account 354 Structures and Improvements and
account 380 Treatment and Disposal Equipment.




1| Q. PLEASE DESCRIBE NCS’ VALUATION OF THE REDUCTION AS
2 COMPARED WITH STAFF’S VALUATION.
30 A As reflected above, NCS determined that the reduction to the plant value is
4 $525,900, which compares with the $1,072,851° calculated by Staff using a
5 straight-line computation.
6 | Q. THEN WHY DOES LIBERTY EDO ACCEPT STAFF’S 44 PERCENT
7 ADJUSTMENT IN THIS CASE?
8 | A. As Mr. Garlick explains in his rebuttal, rather than fight over how to determine the
9 cost and/or amount of capacity not being used, the Company will accept Staff’s
10 calculation that 44 percent of the capacity is not being used currently.® However,
11 Liberty EDO does not completely agree with the manner in which Staff has
12 calculated the monetary impact of its 44 percent adjustment. The engineering
13 approach I utilized in computing the cost impact of the flow reduction considers
14 the actual cost differential between the facilities required for both capacities, not
15 just utilizing a linear unit cost approach (i.e., linear 44 percent cost reduction).
16 Unit costs vary significantly at these smaller plant flow rates and using a linear
17 approach to compute the impact of such a capacity reduction will not result in an
18 adequate evaluation.
19 | Q. WHYNOT?
20 | A A WWTP consists of many components. The most common wastewater treatment
21 plants consist of primary, secondary and tertiary treatment components. The
22 Liberty EDO WWTP primary treatment components consist of an influent pump
23 station, headworks, and flow splitter box. Secondary treatment components consist
24 of a biological treatment system and tertiary treatment consisting of filters, odor
25 | 5 See Direct Testimony of Briton A. Baxter at 4:23-26.
726 | © Rebuttal Testimony of Matthew Garlick at 1:19 —2:13.
SHAPIRO LAW FIRM
A Proressionar ConromaTioN 6
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control, UV disinfection, an effluent pump station and other miscellaneous
components that are common for any treatment plant, as are a backup generator,
controls building and laboratory. Of the aforementioned, the following were sized
efficiently and could not have been smaller: controls building (except for the
blower area), laboratory, and flow splitter box. However, the influent pump station
could have been smaller with smaller pumps and less concrete, and we estimate the
reduction would be $10,300. For a smaller headworks, the cost differential of the
existing headworks and a smaller unit would be $19,000. A smaller biological
treatment system could have been used with smaller footprint and smaller pipes
with the cost differential of $350,500. A smaller filter, odor control unit, UV
disinfection unit, and a smaller effluent pump station could be used to treat 84,000
gpd, and the total cost differential would be $102,600. The current backup
generator is a 300 KVA generator. If we were to build an 84,000 gpd plant it
would require only a 200 KVA generator and the cost difference would be
$12,000. Other miscellaneous costs during construction could have been reduced
in terms of grading, drainage and site work and we estimate the cost differential
would be $20,300.

WHY COULDN’T THE BUILDING (EXCEPT FOR THE BLOWER AREA)
AND CONTROL PANEL AND ELECTRICAL COMPONENTS HAVE
BEEN SMALLER?

The building and control panel at the Liberty EDO WWTP consists of a small
office area, blower building, a small laboratory and an electrical room. None of
these items could have been built smaller except for the blower room, which could
have been smaller by 132 square feet, which equates to a cost differential of

$11,200.
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IV.

<

BUT MR. NARASIMHAN, ISN’T STAFF’S POINT THAT LIBERTY EDO
DIDN’T NEED 150,000 GPD OF TREATMENT CAPACITY IN THE FIRST
PLACE?

Yes, that does appear to be Staff’s position, but I don’t agree. When the decision
to build this plant was made, the Company and its engineer used available
information to build, design and size the plant. The sizing of the plant was done
properly in accordance with good engineering practices and based on available
information about projected flows. Even so, Liberty EDO is willing to accept
Staff>s capacity reduction to 84,000 gpd, notwithstanding the reasonableness of the
plant size at that time the plant was built. But I cannot agree with Staff’s linear
approach to reducing the plant account numbers for the reasons stated above, and I
don’t agree with Staff’s RCN reductions. All in all, T believe our NCS Analysis
correctly reflects the original cost plant values.

STAFF’S ANALYSIS OF RCN RATE BASE.

DID NCS ASSIST LIBERTY EDO IN THE PREPARATION OF THE RCN
RATE BASE IN THIS CASE?

NCS prepared an RCN study for Liberty EDO.

WHAT EXACTLY IS AN RCN STUDY, MR. NARASIMHAN?

An RCN study provides the cost to replace an asset in today’s dollars. In order to
determine the historical value, the value in today’s dollars is then seasonally
adjusted, or discounted, to the year the assets was created or purchased. Here, the
Liberty EDO WWTP was constructed in 2006.

DID STAFF REVIEW THE RCN STUDY?

Yes, Mr. Liu discusses it in his engineering report.” Specific to my testimony here,

7 Liu Dt., Engineering Report at 8-9.
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A.

the report says “Staff reviewed the NCS Report and noted that the costs for several
plant items are increased from 225 percent to 1,131 percent. Staff asked the
Company about the reasonableness of these cost trends [sic] the Company didn’t
offer any additional explanation.  Staff has been unable to verify the
reasonableness of these numbers.”® I can and in this testimony reaffirm the
reasonableness of all of the plant costs and cost trends used in the RCN analysis.
OKAY, PLEASE EXPLAIN.

The performance on an RCN study is intensive and is based upon detailed
knowledge of the wastewater system and current construction costs. The detail
support for the RCN was provided to Staff on a component-by-component basis.
These values set forth in the RCN study are an accurate reflection of the current
amounts needed to replace the system at Liberty EDO based on my extensive
engineering and construction experience. By contrast, in its analysis of the
reasonableness of the RCN values, Staff simply compared the original cost with the
RCN value and identified certain instances where the relationship appeared
excessive. From this, Staff concluded that the RCN value is too high. I don’t
agree with this overly simplistic approach and believe it is inaccurate relating to the
Liberty EDO WWTP.

WHAT IMPACT DO STAFF’S CHANGES HAVE ON THE RCN PLANT
VALUES?

Staff reduces the RCN values by approximately $1.3M from the RCN value.”

DID STAFF PERFORM ITS OWN RCN STUDY BASED ON CURRENT
CONSTRUCTION COSTS?

Not as far as I know. In response to a data request sent by the Company to Staff,

8 Id.

9 Schedule BAB-4b, Adj 3 which is based on Attachment B to the Engineering Report.




1 Staff indicates that it did not perform its own replacement cost analysis.!'?
2| Q. DO YOU HAVE ANY OTHER COMMENTS ON STAFF’S CONCLUSION
3 THAT THE RCN AMOUNTS ARE TOO HIGH?
4 A. Yes. Based on the valuation of the assets and how the amounts were allocated to
5 the various accounts, I don’t believe the total RCN value, as allocated to the
6 various plant accounts, exactly lines up with how the Company recorded costs to
7 its plant accounts, and this is contributing to Staff’s concerns over some of the
8 resulting factors. As indicated in the Company’s application, however, the total of
9 Gross Utility Plant in Service (as adjusted for capacity) was $4,010,610 and
10 $6,522,612 for Original Cost Rate Base (“OCRB”) basis and RCN basis,
11 respectively. Dividing the RCN basis by the OCRB amounts yields a factor of
12 approximately 1.626, demonstrating the overall relationship between the two
13 amounts. In other words, the total RCN cost is appropriate and falls within
14 reasonable RCN factors, which means the total RCN cost is reasonable,
15 irrespective of variations in RCN factors for particular NARUC accounts. I also
16 would note that Staff did not determine whether the RCN factors for other NARUC
17 accounts were too low, as included in the total. As a result, Staff’s analysis is
18 piecemeal and incomplete, which skews the results.
19 | Q. DOES STAFF HAVE AN OPINION REGARDING THE APPROPRIATE
20 INFLATION RATE AND RELATED MULTIPLIER TO DEFINE THE
21 REASONABLENESS OF THE RELATIONSHIP BETWEEN OCRB AND
22 RCN?
23 | A Yes. Staff proposes RCN factors ranging from 1.591 to 1.604.!!
24
25 | 10 See Staff Response to Company Data Request 3.1(e).
26 | ! Liu Dt., Engineering Report at 9.
SHAPIRO LAW FIRM
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APPLIED TO THE TOTAL UTILITY PLANT IN SERVICE, DOES THE
DIFFERENCE IN THE RCN FACTORS DESCRIBED ABOVE SUPPORT
STAFF’S RECOMMENDED ADJUSTED TO THE RCN VALUE?

No. As discussed above, Staff’s calculation of an RCN factor would not support its
downward adjustment on a total plant basis. The application of Staff’s
approximate RCN factors to the OCRB plant would result in an RCN value of
$6,416,976, which is a reduction of $105,636 from the Company’s proposed RCN
of $6,522,612. This indicates that, taken as a whole, Staff’s recommended
reduction of approximately $1.3M to the Company’s RCN value is overstated.
DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes.
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Ramesh Ndrasimhan, P.E.

Professional Experience
Years of Experience; 27
Years with NCS: 18

Education

B.S. Civil Engineering
Arizona State University
Tempe, AZ

M.S. Environmental Engineering
Arizona State University
Tempe, AZ

MBA - University of Phoenix

Licenses & Certifications
Licensed Professional Civil
Engineer, Arizona, New Mexico,
California

Certified Operator: Arizona Grade
2 - Water Distribution, Water
Treatment, and Wastewater
Collection

Professional Associations
American Water Works
Association

American Society of Civil Engineers

Arizona Water and Pollution
Control Association

American Membrane Technology
Association

Ramesh Narasimhan, P.E. - Relevant Experience

Mr. Narasimhan, president of NCS Engineers (NCS), has 27 years of experience
in all aspects of Surface WTP Facility Design and Operations. He is a national
expert in surface water treatment and residuals handling and has served as a
design engineer or project manager on more than 40 such study and design
projects throughout the United States. The following is representative of Mr.
Narasimhan’s experience:

Technical Advisor, City of Baltimore Water Treatment Program - Mr.
Narasimhan serves as project principal and technical advisor for several water
quality and treatment projects for the City of Baltimore. This includes review
of design memoranda and testing plans for several projects relating to UV,
disinfection and storage.

Project Principal, Washington Aqueduct Water Treatment Projects -
Mr. Narasimhan serves as project principal and technical advisor for several
treatment projects for the McMillan and Dalecarlia WTPs, with a combined
capacity of over 300 MGD, that serve Washington, DC and surrounding areas.
This includes review of design memoranda and testing pians for several projects
relating to pump stations, sampling and analysis, disinfection and storage.

Multiple Treatment Projects for Turbidity and TOC Removal, Phoenix, AZ
and Glendale, AZ WTPs-For the past several years, Mr.Narasimhan has assisted
these water systems with enhanced coagulation (EC) activities for five surface
WTPs (Verde, Val Vista, Deer Valley, Cholla and Squaw Peak) as part of several
projects. These included the first documented bench and full scale EC studies
to optimize both arsenic and TOC removal in surface WTPs. The secondary
effects of enhanced coagulation were also evaluated (corrosion, impacts
on filter operations, impacts on disinfection, aluminum residual, residuals
dewaterability, disposal constraints,and recycle streams). Mr. Narasimhan also
assisted with implementation activities including design, operating strategies
for varying raw water quality conditions, and reporting and communications
protocols.

Union Hills WTP Improvements Design, Phoenix, AZ - Mr. Narasimhan
participated on the technical advisory team for the upgrades to this 160 MGD
facility. He was responsible for assessment, study, predesign, and design of the
residuals handling system, including clarification, thickening and dewatering
equipment. The residuals handling system was upgraded specifically to handle
the impacts of additional solids from enhanced coagulation.

Residuals Handling Assessment, Los Angeles Department of Water and
Power (LADWP).- Mr. Narasimhan was part of a large consultant team that
performed this comprehensive predesign study, field testing evaluation, and
30% design for additional pretreatment and residuals handling facilities. The
project consisted of evaluating and implementing the optimal method of

_enhanced coagulation facilities for turbidity, arsenic and disinfection by-

product prectirsor removal at LADWP's 600 MGD Aqueduct Filtration Plant.

Comprehensive Planning and Water Facilities Design, Glendale, AZ - Mr.
Narasimhan assisted in this comprehensive project to develop "acceptable
treatment process and design criteria for a new 10 MGD surface WTP expansion
for the City of Glendale, AZ. An assessment of treatment plant performance,
pilot testing needs, WTP performance modeling, and residuals handling
requirements was conducted.

Tolleson WWTP Infrastructure Master Plan, Tolleson, AZ - Mr. Narasimhan
was the Project Principal for the Tolleson WWTP Infrastructure Master Plan that
analyzed the existing plant processes and will recommend immediate, short
term, and long term improvements,




Maricopa WWTP Expansion Assessment - Mr. Narasimhan was the Project Principal for the Maricopa WWTP Expansion
Assessment and design project that is analyzing existing conditions, characterize the wastewater, and recommending
improvements to expand the plant by 2 MGD and replace the existing SBR technology with IFAS BNR. Design will follow this
assessment,

Buckskin Sanitary District WWTP Design - Mr. Narasimhan was the Project Principal for design of improvements at the
Buckskin Sanitary District. These improvements include a new mechanical headworks screen, covers over the equalization
and sludge basins, odor control, and emergency generator.

Hospital Tank PER and Rehabilitation, City of Santa Fe, NM - Mr. Narasimhan served as Principal-In-Charge for this
planning and design project.

Treatment Facility Assessment and Asset Management Plan, Buckman Direct Diversion, Santa Fe, NM- Mr. Narasimhan
serves as project principal for this ground breaking project where a 20 year master plan will be prepared using optimization
algorithms.

Wastewater Treatment Plant 3 Facility Evaluation and Masterplan - City of Rio Rancho, NM - Served as principal engineer
for this evaluation of equipment and process units at the existing WWTP, He developed cost estimates for rehabilitation,
process optimization, and CIP development. He assisted with preparing the WWTP Facility master plan report.

Well 14 Booster Pump Station Design, City of Rio Rancho, NM - Mr. Narasimhan assisted with the completion of the design
of anestimated $1.1 million booster pump station located at Northern Boulevard and 21st Street. Mr. Narasimhan was the PIC,
overseeing the preparation of preliminary engineering reports, design calculations, hydraulic modeling to evaluate potential
surge issues, construction cost estimates, and obtaining plan approval from the New Mexico Environment Department,

North Forty Booster Pump Station, Clovis, NM - Mr. Narasimhan was the Principal-in-Charge for the New Mexico American
Water Company (NMAWC) in replacing an outdated facility with a new, modern pump station. Mr. Narasimhan oversaw site
plans for the proposed new facilities. The new pump station will consist of end suction centrifugal pumps in an above ground
prepackaged steel enclosure, mounted on a concrete foundation, a chlorine gas feed enclosure, and a portable generator.

Well 12 TDS Treatment Facilty, City of Rio Rancho, NM - Mr. Narasimhan was Principal-in-Charge for this project for which
NCS is providing construction management services, including performing daily inspections and completing inspection
reports, reviewing payment applications, assisting with review and closeout of shop drawings and submittals, coordinating
field activities, and resolving potential construction conflicts, for the City of Rio Rancho.

Solids Handling Evaluation, Potomac Filtration Plant, Washington Suburban Sanitary Commission - Mr. Narasimhan
served as thetechnicaladvisorforthisproject where the solidshandlingimpact of alternate coagulant strategies were evaluated.
This is included evaluating the process elements and evaluating included assessment of thickening, backwash handing and
dewatering equipment for materials compatibility and performance. A list of recommended process considerations and
plant improvements was prepared. The impacts on permitting and solids disposal were also identified.

Regulatory Compliance Excellence Program (RCEP) For Water Remote Facilities, City of Phoenix, AZ - Mr. Narasimhan
was the project manager and principal for this program that was developed to evaluate the City’s chemical facilities and
identify improvements necessary to comply with chemical handling, fire code, and hazardous materials and waste regulations;
improve operator safety and access to controls when chemical spills are present; mitigate corrosion of piping and equipment;
and upgrade electrical and instrumentation systems to meet codes, prevent corrosion, and improve accessibility. Mr.
Narasimhan is currently assisting the City with the design phase of this project.

Mr. Narasimhan Page 2
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SHAPIRO LAW FIRM, P.C.

Jay L. Shapiro (No. 014650)

1819 E. Morten Avenue, Suite 280
Phoenix, Arizona 85020
Telephone (602) 559-9575
jay@shapslawaz.com

LIBERTY UTILITIES

Todd C. Wiley (No. 015358)

12725 W. Indian School Road, Suite D-101
Avondale, Arizona 85392

Todd. Wiley@libertyutilities.com

Attorneys for Liberty Ultilities (Entrada Del Oro Sewer) Corp.

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE APPLICATION | DOCKET NO: SW-04316A-16-0078
OF LIBERTY UTILITIES (ENTRADA DEL
ORO SEWER) CORP., AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS
WASTEWATER RATES AND CHARGES
FOR UTILITY SERVICE BASED
THEREON.

IN THE MATTER OF THE APPLICATION | DOCKET NO: SW-04316A-16-0085
OF LIBERTY UTILITIES (ENTRADA DEL
ORO SEWER) CORP., AN ARIZONA
CORPORATION, FOR AUTHORITY TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED
$1,750,000.

REBUTTAL TESTIMONY OF
THOMAS J. BOURASSA

COST OF CAPITAL

September 26, 2016
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I1.

INTRODUCTION.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,
Phoenix, Arizona 85029.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am providing testimony on behalf of Liberty Utilities (Entrada Del Oro Sewer)
Corp. (“Liberty EDO” or “Company”).

HAVE YOU ALSO PREPARED REBUTTAL TESTIMONY ON RATE BASE
ISSUES IN THIS DOCKET?

Yes, my rebuttal testimony on rate base, income statement, revenue requirement and
rate design is being filed in a separate volume concurrently with this testimony.
In this volume, I present my cost of capital rebuttal testimony.

WHAT IS THE PURPOSE OF THIS PORTION OF YOUR REBUTTAL
TESTIMONY?

I will provide updates of my cost of capital analysis and recommended rate of return
using more recent financial data. I also will provide rebuttal in response to the direct

testimony of Staff cost of capital witness, Crystal Brown.

SUMMARY OF REBUTTAL TESTIMONY AND THE PROPOSED COST
OF CAPITAL FOR LIBERTY EDO.

A. Summary of Rebuttal Recommendations.

WHAT IS YOUR RECOMMENDED COST OF CAPITAL FOR LIBERTY
EDO?

I recommend a return on equity or ROE of 11.1 percent, which is 180 basis points
above the mid-point of the range of my DCF, Risk Premium, and CAPM analyses of
9.3 percent for the publicly traded water utilities (“water proxy group™).

My recommended 11.1 percent is also at the mid-point of the range of estimates for

1
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Liberty EDO, which takes into account a downward financial risk adjustment of
10 basis points and which recognizes Liberty EDO’s lower financial risk compared
to the water proxy group, and an upward risk adjustment for Liberty EDO of
190 basis points to recognize the additional investment risk of an investment in
Liberty EDO compared to the water proxy group.! I continue to use a capital
structure consisting of 30 percent debt and 70 percent equity. I also recommend a
cost of debt of 3.50 percent. Based on these recommendations, the weighted average
cost of capital (“WACC”) for Liberty EDO is 8.82 percent.?

Q. HOW DOES YOUR REBUTTAL RECOMMENDATION FOR LIBERTY
EDO COMPARE TO THE DIRECT FILING?

A. In the direct filing, I recommended an ROE of 12.0 percent, a cost of debt of 3.5
percent, and a WACC of 9.45 percent.

Q. HAVE YOU UPDATED YOUR COST OF CAPITAL ANALYSIS?

A. Yes, I have updated the inputs to my analysis using more recent data. The overall
results of my updated analysis for the water proxy group are lower than those in my
direct testimony. There are several reasons for this, including lower project growth
rate for my Discounted Cash Flow model (“DCF”), and lower expected risk-free
interest rates used in my Risk Premium and Capital Asset Pricing Model (“CAPM”).
The range of my rebuttal DCF, Risk Premium, and CAPM analyses for the water
proxy group is from 9.1 percent to 9.5 percent with a mid-point of 9.3 percent.> This
compares to my direct filing where the range was from 9.7 percent to 10.3 percent

with midpoint estimate of 10.0 percent.*

! See Rebuttal Schedule D-4.1.

2 See Rebuttal Schedule D-1.

3 See Rebuttal Schedule D-4.1.

* See Liberty EDO Direct Schedule D-4.1.
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After considering the differences in business and financial risk between
Liberty EDO and the publicly traded water utilities, the cost of equity for Liberty
EDO falls in the range of 10.9 percent to 11.3 percent with a mid-point of
11.1 percent. As a result, I recommend an ROE of no less than 11.1 percent for
Liberty EDO.

Q. WHAT CHANGES HAVE YOU MADE TO YOUR RECOMMENDED RISK
PREMIUM FOR LIBERTY EDO?

A. Instead of recommending a 230 basis point premium to reflect the additional risks of
an investment in Liberty EDO compared to the water proxy group, I now recommend
190 basis points, which is at the mid-point of my risk premium estimates based upon
my updated risk study for Liberty EDO. My direct filing risk study was shown in
Exhibit TIB-COC-DT2. I provide an updated risk study for rebuttal in Exhibit TJB-
COC-RB1.

My risk study provides an objective quantitative measure of the relative
business and regulatory risks faced by Liberty EDO compared to the substantially
larger publicly traded water utilities. My updated comparative risk studies also
reveal that Liberty EDO is 3 to 5 times more risky than the publicly traded water
utilities as measured by the commonly used metrics — the coefficient of variation of
operating income, coefficient of variation of operating margin, and coefficient of
variation of return on equity.> This is indisputable evidence that Liberty EDO is
more risky than the utilities in the water proxy group. And, only Liberty EDO’s cost

of equity analysis considers this additional risk.

3 See Exhibit TIB-COC-RBI, page 1.




1 | Q. DOES THE FAILURE TO CONSIDER THE DIFFERENCES IN RISK
2 VIOLATE THE COMPARABLE EARNINGS STANDARD?
31 A In my view it does. As I discussed in my direct testimony, there are two landmark
4 Supreme Court decisions, Bluefield Water Works and Hope Natural Gas, which
5 established the basic criteria applicable to determining a fair and reasonable rate of
6 return. As I stated on pages 15 through 17 of my direct testimony, a utility’s
7 authorized rate of return should satisfy the following:
8 (1)  The rate of return should be similar to the return in businesses with
9 similar or comparable risks;
10 (2)  The return should be sufficient to ensure the confidence in the
11 financial integrity of the utility; and
12 (3)  The return should be sufficient to maintain and support the utility’s
13 credit.
14 The cost of capital is based on the concept of opportunity cost, i.e., the
15 prospective return to investors must be comparable to investments of similar risk.
16 If a utility’s return is less than the returns on investments with similar risk, investors
17 can and will invest elsewhere. As explained by Dr. Roger Morin:
18 The concept of cost of capital is firmly anchored in the
opportunity cost notion of economics. The cost of a specific
19 source of capital is basically determined by the riskiness of that
investment in light of alternative opportunities and equals
20 investor’s current opportunity cost of investing in the securities
of that utility. A rational investor is maximizing the
21 performance of his or her portfolio only if returns expected on
investor investments of comparable risk are the same. If not,
22 the investor will switch out of those investments yielding low
returns at a given risk level in favor of those investments
23 offering higher returns for the same degree of risk. This
implies that a utility will be unable to attract capital unless it
24 can offer returns to capital suppliers comparable to those
55 achieved on alternate competing investments of similar risk.®
26 | ¢ Morin, Roger A., New Regulatory Finance, (Vienna, Virginia, Public Utility Reports, Inc.
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1 The Bluefield decision suggests that opportunity cost is an appropriate
2 measure of the actual cost of common equity for a utility. This necessarily involves
3 the direct observation of returns on equity actually earned by firms with comparable
4 risk to ensure that the authorized rate of return is equivalent to the returns those firms
5 are earning.
6 | Q. WHAT ARE THE ACTUAL AND FORECASTED COMMON EQUITY
7 RETURNS, AND WHAT ARE THE CURRENTLY AUTHORIZED
8 RETURNS FOR THE PUBLICLY TRADED WATER UTILITIES?
9|1 A. Value Line publishes actual and forecasts of returns on common equity for larger
10 water publicly traded companies. These water utilities are included in my water
11 proxy and Staff’s water proxy groups. AUS Utility Reports also provides the
12 currently authorized return on equity for these utilities. The reported currently
13 authorized returns as the projected returns are shown in Table 1.
14 Table 1
15 .
Currently Value Line?
16 Company Symbol Authorized' 2015 2016 2017 19-21
Act. Proj. Proj. Proj.
17 American States Water AWR 9.43% 13.0% 12.0% 12.0% 13.5%
Aqua America WTR 9.79% 11.7% 13.0% 13.0% 12.5%
18 California Water CWT 9.43% 7.0% 7.5% 9.5% 10.0%
Connecticut Water CTWS 9.63% 10.1% 10.0% 10.0% 10.5%
19 Middlesex MSEX 9.75% 9.6% 10.5% 11.0% 9.5%
SJW Corp. SIwW 9.43% 9.9% 9.0% 10.0% 9.0%
20 York Water Company YORW NM 11.5% 11.5% 11.5% 12.5%
Average 9.58% 10.1% 10.5% 11.0% 11.1%
21 ! AUS Utility Reports (September 2016)
79 2 Value Line Rating and Reports (July 15, 2016)
23 If the goal is to authorize a rate of return that is commensurate with the returns
24 being earned by enterprises with corresponding risk, then the starting point must be
25
26 | 2006), pp. 21-22.
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1 to consider the rates of return that are actually being earned. If the authorized rate
2 of return for a utility set by this Commission differs substantially from the rates of
3 return that are actually being earned by the sample group, the comparable earnings
4 standard set forth in Hope and Bluefield will be violated.
51 Q.  HOW DO THE RESULTS OF YOUR COST OF EQUITY ANALYSIS OF
6 THE PUBLICLY TRADED WATER UTILITIES COMPARE TO THE DATA
7 IN TABLE 1?
8 | A. The range of my rebuttal DCF, Risk Premium, and CAPM results on the ROEs for
9 the water proxy group is from 9.1 percent to 9.5 percent with a mid-point of
10 9.3 percent. This is significantly below the actual 2015 returns listed in Table 1 of
11 10.1 percent and well below the projected returns.” I believe my analysis may
12 understate the true cost of equity and is conservative as a result.
13 | Q. HAVE YOUDEVELOPED A REBUTTAL RECOMMENDATION FOR THE
14 RATE OF RETURN THAT SHOULD BE APPLIED TO LIBERTY EDO’S
15 FAIR VALUE RATE BASE?
16 | A. Yes. I recommend a fair value rate of return (“FVROR”) of 6.15 percent.® This
17 compares to the direct filing FVROR recommendation of 6.92 percent. My rebuttal
18 FVROR recommendation is lower for two reasons. First, my 11.1 percent ROE
19 recommendation is lower than my recommendation of 12.0 percent in the direct
20 filing. Second, my recommended return on the fair value increment of 1.0 percent
21 is lower than my recommendation of 1.25 percent in the direct filing.
22
23
24
25 | 7 See Rebuttal Schedule D-4.1.
26 | ® See Exhibit TIB-COC-RB2, page 1.
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1 B. Summary of the Staff Recommendations.
2 | Q. PLEASE SUMMARIZE THE RECOMMENDATIONS OF STAFF FOR THE
3 RATE OF RETURN ON FAIR VALUE RATE BASE.
4 | A. Staff is recommending a capital structure consisting of 30 percent debt and
5 70 percent equity, the same as Liberty EDO.” Staff recommends an ROE of
6 9.4 percent based on the highest result produced by its DCF and CAPM models."?
7 Staff also recommends a cost of debt of 3.50 percent, same as the Company.'!
8 Staff used a sample of seven publicly traded water utilities, all of which are
9 the same as those I used in my analysis.!? Staff did not consider financial risk or
10 differences in business and regulatory risks between the publicly traded water
11 companies and Liberty EDO or the publicly traded water companies. Based on its
12 capital structure recommendation, Staff determined the WACC for Liberty EDO to
13 be 7.70 percent.'?
14 | Q. WHAT ABOUT STAFF’S FVROR RECOMMENDATION?
15 | A.  Staffis recommending a 5.6 percent FVROR."
16 C. Rebuttal to the Staff ROR Recommendations.
17 | Q. HOW DOES THE STAFF COST OF CAPITAL ANALYSIS RESULTS AND
18 ROE RECOMMENDATION COMPARE TO ACTUAL AND FORECAST
19 COMMON EQUITY RETURNS LISTED IN TABLE 1?
20 | A They are well below all of the equity returns listed in Table 1, above. The average
21 result of Ms. Brown’s DCF and CAPM models is just 8.3 percent with its results
22 | 9 Direct Testimony of Crystal S. Brown (“Brown Dt.”) at 42.
| 23 | '°Brown Dt. at 11, 42.
1 1 Brown Dt. at 42.
ol 2 Brown Dt. at 20.
25 | 13 Brown Dt. at 42.
26 | 4 1d.
S L i
7




Nl N - ) Y, e S S

[\S T NG T NG T NG T N T N N O S S S e e e e e
(O N N U S =N~ - -EE N e ) SR S N S e ™)

26

SHAPIRO LAW FIRM

A PROFESSIONAL CORPORATION

ranging from a low of 7.2 percent to a high of 9.4 percent.'> Only by adopting the
highest result of 9.4 percent from its current market risk premium CAPM does
Staff’s range even get as high as 9.4, which shows the indefensible nature of Staff’s
recommendation.

Q. BUT ISN'T ANY ROE WITHIN THE RANGE OF STAFF’S ANALYSIS
REASONABLE?

A. No. Although Staff does assert that any ROE within the range of results from its
analysis could be considered a reasonable ROE, this testimony is of no account.
Under Ms. Brown’s reasoning, an ROE of 4 percent would be reasonable as long as
Staff’s range of ROE’s is between 2 percent and 4 percent.'® Or even 2 percent
would be okay under that reasoning. Even if we do not take Staff’s testimony to its
illogical conclusion, the concept doesn’t hold up to basic scrutiny. If Staff were
right, then if Staff’s low end of the range of 7.2 percent, or even Staff’s mid-point of
8.3 percent, is adopted as an ROE for Liberty EDO that would be reasonable. But
this would violate the comparative risk standards as well as provide an incentive for
the investors to invest in the publicly traded utility companies, or, in every other
utility investment in the APUC/Liberty portfolio instead of Liberty EDO.

Q. OKAY, LET’S FOCUS ON STAFF’'S RECOMMENDATION OF
9.4 PERCENT FOR LIBERTY EDO.

A. I have a few issues with Staff>s recommendation. First, it is not entirely clear how
Staff chose 9.4 percent as its recommendation for Liberty EDO. I realize that

9.4 percent is the result of Staff’s current market risk premium CAPM.'7 Oddly,

15 Average of the results of Staff DCF and CAPM models listed in Table 2 of Crystal
Brown’s direct testimony at page 38.

16 Brown Dt. at 10.
17 Brown Dt. at 36.
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Staff testifies that it does not rely upon the CAPM giving the CAPM a zero weighting
in its analysis.!® That said, the Staff range of results is from 7.2 percent to 9.4 percent
with a mid-point qf 8.3 percent. In selecting the 9.4 percent, Staff suggests that its
recommendation is based upon the specifics of this case.! But, Staff doesn’t explain
what those specifics are. Staff further explains that it chose the high end of its range
of results to recognize the Commission’s current efforts to redefine how ROE
recommendations are efficiently and fairly developed and further suggests its
recommendation reflects a cautious and reasonable approach.?’ So, my confusion
shouldn’t be surprising.

Second, and more importantly, Staff does not consider the differences in risk
between the publicly traded water utilities in the proxy group and Liberty EDO. Staff
explains that company specific risks are not directly given consideration because in
the capital markets such risks can be addressed through diversification on the
investor’s portfolio and, therefore, investors should not be compensated for a risk
that can be reasonably avoided though diversification.?!

WHAT IS YOUR RESPONSE?

Putting aside the fact that portfolio theory, which is what Staff is espousing only
applies to the pure CAPM, Staff’s reasoning incorrectly assumes that all company
specific risks are unsystematic risks which can be avoided through diversification.
PLEASE EXPLAIN.

First, let me first explain systematic risk and unsystematic risk. According to the

pure CAPM, risk is generally separated into two components, systematic risk

18 Brown Dt. at 38.
19 Brown Dt. at 10.

214

21 Brown Dt. at 9.




1 (market risk or undiversifiable risk) and unsystematic risk (non-market risk,
2 diversifiable risk or firm-specific risk). Systematic risk is the uncertainty of future
3 returns owing to the sensitivity of the return on an investment to the variability in
4 returns for a composite measure of marketable investments (usually a composite
S index of the NYSE or the S&P 500). This is measured by beta. Unsystematic risk
6 is a function of the uncertainty of future returns due to the characteristics of the
7 industry, the individual company, or the type of investment, and is unrelated to the
8 variation in the market as a whole.

9 The only risk pertinent to the pure CAPM is market or beta risk. But, the
10 empirical financial market data and studies show that beta does not fully measure the
11 risks of most stocks, particularly stocks of smaller companies. In other words, there
12 are other systematic risk factors that are not captured by the pure CAPM through
13 beta. That is, other risk factors that are priced systematically by the market are not
14 reflected in the pure CAPM. One of those is firm size. The size premium is
15 systematic.?> We know that stocks of smaller companies realize greater returns than
16 predicted by market beta.?

17 | Q. CAN INVESTORS ACTUALLY DIVERSIFY AWAY FIRM SPECIFIC
18 RISK?
19 | A.  Notinthe manner suggested by Staff. Using the term company specific risk as Staff
20 does causes confusion and misdirection because the use of the term implies risks
21 that, in a theoretical sense, can be diversified away. First of all, if the risks are real
22 and impact the entity’s ability to earn a competitive return, regulators can’t just
23 ignore them because the investor has other investments. We are here to evaluate
24 Liberty EDO’s cost of capital, not its shareholder’s portfolio. Additionally, as
25 | 22 Direct Testimony of Thomas J. Bourassa — Cost of Capital (“Bourassa COC Dt.”) at 38.
26 | 2 1d.
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1 mentioned above, other risk factors priced by the market, such as firm size, are non-
2 diversifiable risks even though they are often characterized as company specific
3 risks.
4 1 Q. THANK YOU. ISN'T YOUR RISK STUDY (EXHIBIT TJB-COC-RBI1)
5 INTENDED TO DEVELOP A RANGE OF RISK PREMIUMS REQUIRED
6 TO REFLECT THE ADDITIONAL SYSTEMATIC RISKS INVESTORS
7 WOULD CONSIDER ON AN INVESTMENT IN LIBERTY EDO?
8| A. Yes. My updated risk study is based on the Duff & Phelps 2016 Valuation
9 Handbook, Guide to Cost of Capital, Risk Premium Report’s Risk Study which
10 provides a nexus between fundamental or accounting information (operating margin,
11 co-efficient of variation in operating income, and co-efficient of variation in ROE)
12 and stock market recognized risk (systematic risk) and market equity returns.?*
13 These three metrics are highly correlated to firm size.
14 | Q. PLEASE COMMENT ON STAFF’S TESTIMONY (ON PAGE 38) THAT
15 STAFF’S ANALYSIS IS MORE STRAIGHTFORWARD, CONCEPTUALLY
16 SOUND, AND EASIER TO UNDERSTAND.
17 | A. As with Staff’s testimony that any ROE within its range is reasonable, these sort of
18 self-serving declarations are just that. The truth is that Staff’s approach is only
19 simpler because Staff ignores the necessary work and analysis required by Hope and
20 Bluefield to provide Liberty EDO a return that is commensurate with returns on
21 investments of comparable risk.>> Tt should be readily apparent, not only from an
22 empirical financial market data perspective, but common sense, that Liberty EDO is
23 more risky than the large publicly traded water utilities. A great deal of my direct
24
25 | ** Bourassa COC Dt. at 45-46.
726 | ¥ Bourassa COC Dt. at 15-16.
SHAPIRO LAW FIRM




1 testimony was devoted to this reality both qualitatively and quantitatively.?® But,
2 this reality is simply dismissed by Staff.
31 Q. DO YOU HAVE ANY COMMENTS ON STAFF RECOMMENDED
4 5.6 PERCENT FVROR?
510 A. Yes. Staff computation of its FVROR of 5.6 percent, as shown on Staff Schedule
6 CSB-1, contains errors. Specifically, the figures used in its FVROR computation for
7 the Original Cost Rate Base and the Fair Value Rate Base do not reflect the Staff
8 recommendations in this case, as shown on Staff Schedule BAB-3. If corrected, the
9 Staff FVROR would be higher at 5.93 percent.
10 | Q. HAS STAFF ACKNOWLEDGED THESE ERRORS?
11 | A. Yes. In response to Company data request 3.25, Staff acknowledged the errors.?’
12| Q. DO YOU HAVE ANY OTHER COMMENTS ON STAFF’S FVROR
13 COMPUTATION?
14 | A. Yes. Staff’s fair value increment return of 0.46 percent is too low. Staff uses spot
15 interest rates (real and nominal) from June 2016 to compute the return on the fair
16 value increment. If Staff’s computation were to be made using more current
17 information, the Staff fair value increment return would be 0.86 percent, and closer
18 to the Company’s recommendation of 1.0 percent.2® That type of variation in just a
19 few months shows that Staff’s use of spot rates is inappropriate because spot rates
20 are simply too volatile. Furthermore, since the cost of capital is based on
21 expectations, Staff should use forwarding looking (or forecast) information as the
22 Company does.
250 % Bourassa COC Dt. at 18-23, 25-29.
24 | 27 See Staff Response to Company Data Request 3.25.
75 || 2 Using spot nominal and inflation indexed 30-yr. U.S Treasury yields on September 16,
2016 of 2.44 percent and 0.73 percent, respectively. FV increment return = (2.44% -
26 | 0.73%)/2 = 0.86%.
o L i
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Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY ON THE COST
OF CAPITAL?
A. Yes.
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Liberty Utilities (Entrada Del Oro Sewer) Corp. Exhibit
Test Year Ended October 31, 2015 Rebuttal Schedule D-3

Cost of Preferred Stock Page 1
Witness: Bourassa

End of Test Year End of Projected Year
Description Shares Dividend Shares Dividend
of Issue Outstanding Amount Requirement Outstanding Amount Requirement

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING

SUPPORTING SCHEDULES: RECAP SCHEDULES:
E-1 D-1
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Liberty Utilities (Entrada Del Oro Sewer) Corp.

Test Year Ended October 31, 2015
Cost of Common Equity

The Company is proposing a cost of common equity of

SUPPORTING SCHEDULES:
E-1
D-4.1 to D-4.16

Exhibit

Rebuttal Schedule D-4
Page 1

Witness: Bourassa

11.10%

RECAP SCHEDULES:
D-1




‘Auowiyse | 995 “Apnys sl sanesedwod uo paseq sjulod siseq 06l Jo wniwaid sy Ainba ue spnjou; sejewls3,

SSION

%L 1L uoljepuswiwodsy Ainbg jo 1509 8

%L L1 %E'6 Jutod-piy L

%E L1 0} %60} %G '6 0} %16 sajewns3 AInb3 jo 309 Jo sbuey paisnipy 9

%010 %0°0 1 "¥-Q SINPaYdS [eRNgRY - Juswisnipy ysiy [eloueul g

%L1 0} %0 L1 %S 6 0} %6 sajewns3 Aunb3 Jo 3509 jo sbuey 14

%911 0} %S0 %L'6 0} %9'8 L1'p-Q SINP3YoS [ENNgaY - INdVO €

%811 %66 6'-Q SINPaYOS [BRNGSY - [SPOIN WNIWId 3STY Z

%801 0} %L 0L %868 0} %88 L-%-Q SINP3Y2S [eRNgaY - YMOI9 Juejsuod 400 L
, "d10Q UISM3S 010 [3@ epenu3) sanln A3 dnoic) S|dWES I8Jepn ON
IO} AIINb3 J0 1800 101 Ainb3 J0 1509 aul

paveaIpu] pSYEoIpU|

BsSselInog (SSSUlIpA
| obedq
1'¥-Q 3Inpaydg [epnqgay s)|nsay jo Arewwng
Hqyxg "dio) (Jamag 01Q [2Q epessul) sanlnn Axeqr]




€181 $
des-00IN 6'v.E $
deo-o.01N  |°L0B $
des-oIN  £'G8S $
deo-oolN  G'8GS $
ded-mo7 6¥LSL $
deo pIN  1'G.5'G $
deQ-mo7 0'68%') $
SMOD3IED N:o:mN%&
9215 e

BSSRINOY [SSOUNAA
Z'v-a ANPaY9S jennqay

nqyxa

N N
69°0 85'6
00 AN SIM v
0270 £r'6 N v
070 5.6 AN v
090 €96 S YN
610 A AN “vY
0.0 6.6 N vy
00 £r'6 A +Y
25198 (%y304d |buneg |buned
surjanjeA  pamolly puog puog
sApoopy d3%s

8'6¢

gyl

L'€9¢
£'890°L
L6V
¥'899
1'68.°L
G'eT8'y
L'20L L

9'06E

A4

98lLE
6'8¢l
9001
1'96S
9vi8
9'8vy

AR B HH &
&R RN @

jueld
BN

SaNUaADY
SunetadQ

%0

%E6

%001
%<0}
%18
%86
%16
%16
Yol L

,SonusAdY
191 M %

Ai0Ba)ed 9zIS JO SUONIULDP JO) GL - SIPPYOS 988 ¢
(9102 ‘gz 1sNBNV jo sE APMISAN) Bleq JazAleuy sul anjep ,
"(910z Jequusidag) spodsy AN SNV,

"SOJON

"dio)) (Jamag 010 [9Q epenu) sapIiN AHegI

obeiany

MHOA Auedwo)) JajepA MO A
MIrS ‘d1oD MrS

XaASW X3S3PPIN
SM1D I9JBAA IN2103ULCD
1MO I8JEAA BIUIOJIED

H1M esswy enby

MY I9JBAA S9)BIS UedBWY

[OqUIAS Auedwo)

SO J93EM JO dnoto ajdweg JO SIRSLId)ORIBYD PR}IOS

*d109 (Jomag 0iQ [oq epenul) saminn Auaain

[
_Eolv—vam«Jl\ ©
_[Z




(910Z ‘sz IsnBny jo se Apjsepn) ereq JazAjeuy aur snjen |

VIN VIN %004 %0°0€ EuUliojold "dioQ (Jamag 0uQ 19 epenus) saRIN AMear 6
%ELL %12 %1°9S %6 ¥y abelony 8
%1718 %681 %5°'SS %S ¥ MAOA Auedwog Jajepn HIOA A
%¢€°0L %L'62 %<¢0S %8'6¥% MrS ‘1o MPS 9
%1718 %681 %<2 09 %8°6¢ X3S XISI|PPIN S
%8°GL %1'¥C %89S %< vy SM1D I8} INdNOBUUOY 14
%l VL %¢e'GC %9°6S %V vv 1MDO JejepA BiuojeD €
%2 92 %8°€C %.'6v %€ 09 1M eolawy enby [
%1°¢8 %6°LL %689 %Ly MY JSleAA ssiels uedlisuly 2
Rnb3 19ea b3 19eQ [OqUIAS Rueduwiod ON

UoWIWo) wis | -buo uowwoD w9 | -buo aur
,ON[EA 13BN ,anjen xoog

sainyonaig [euden
Bsselnoyg SSaUlIA
£'9-a 9INPaYdS [enngay
Hqyx3g *d109 (19mag 010 |2q epesul) saniun Aaqr




‘9102 ‘Gz 1snbny Jo se Apjeeam ‘1azAjeuy suiq snjea 2
"9)sgem soUeUl] 00UeA WOy eleq "0z UbBnouy} g Jequisosq Buipus seoud %00}s ut Yyimoil punodwo] |

%0G°G

%00°v
%00°'G
%00°¢
%058
%00°S
%00°L
%00°9
TN
5009

%LE8

%09°L
%62°C
%99 L
%6€'9
%¥Sv
%<9°01
%9¥'6l
90ld

Sebuetd [enuue sbelaAe [EOH0JSIY JESA-aAI]

%09 %6¢C'G %6.L9 %.0'% %176
%89G %009 %519 %08°¢ %059
%G8'¢ %0571 %029 %082 %00°GL
%LLY %00°S %'y %0G°L %0G°S
%6%'S %00 %.6°9 %0S'¢ %08 0L
%vv'S %0G L %8E°€ %00°C %00°'¢
%.C'8 %00 %€96 %0G"L %00°¢€L
%€E6'8 %009 %.L8°LL %0001 %00°CL
ymwug ‘loid pue LMIMOID  UIMOI9 [edl0)sIH .Sdd .Sd3
|E2LIO]SIH JO pajoafold abeiany
abesony aur anjea
(2] [l [s] Iyl €]

esseInog :$saulipp

¥'y-a 9INPayIs [eNngay

Nqiyx3

[zl

|

"S9I0N

JOVHINAY dNOUO

Auedwo) Jsiepn HIOA

"dioD MFS

X983|ppIN

J3JEAA IND108UU0YD)
I9]BAN BluLOHeD
edlBWY enby

19]BAA S91BIS UBdLIBWY
Aueduio)

YIMolJ9) JO SajeWIIST ainin pue jsed Jo suosuedwio)

"d109 (1amag 040 |3Q epenul) sauyun Aueqi

o

%I‘—vam«)r\

aur




%92'S %62°S
%0t'S %009
%SL'e %0G"L
Y%Ct v %00°S
%GC ¥ %00'%
%bt'S %05,
%E8'9 %002
%cCe'L %009
ymug ‘loid pue BUTeID)
[E2LIOISIH jO auIt anjep
abelany
(] (o]

esseinog SSsUlIfA
§'v-Q 2[NPays [enngay
nqiyx3

‘910z ‘Gz 1snbny Jo se Apjeam ‘ejeq JazAjeuy aul anjeA 2
‘9}Isqam aoUBUI{ OOUe A WO Ble G0z Ubnouyl ¢ Jaqueoaq Buipus seoud 3ools ui ymoib punodwod .

%EC'S %EB6'E %98°9 %lLL'G
%08'% %00'% %05°G %009
%08'% %00 %059 %00°9
%¥8'¢ %0S°L %00°G %05t
%05 %00'C %009 %0S'S
%.E°€ %09°L %05t %0S'S
%999 %008 %0S'8 %00°L
%198 %099 %00l %09’
-1 10D ;Sdd :Sd3 NN
obeiony oog

[s]

%l v

%ll'e
%89'C
%SE Y
%6 ¥
%86°
%9L°¢
%¥S 0L
B

SoBueD [enuUE JDEIOAE [EI1I0}S1Y JESA-UD]T

]

] [2]

(1]

SO1ON

JOVHINY dNOHO

Auedwo? JSIBAA NJOA
‘10D MIS

X883|pPpIN

IS1EAA 1INOI10BUUCYD
IB1BAA BIUIOJED
eouswy enby

121BAA S9]EIS UBdLIBWY
AUedwo)

UYpMolo) Jo sajewn)sg ainyn4d pue jsed jo suosueduon

"d109 (Jamag 010 [og epenu3) sapinn Aeqr]

[ee]

|\-—N<")ﬂ'l.0(ol\

o
z

)
£
-




*Aluo sasodund uosuedwoo 104 "alem}os JazAjeuy aull anjep Ag Jodal sy "afiejusolad e se passaldxe
‘1eak Suies ay} ul %40}s Su} Jo S3ud [enuue dbelsne sy} Aq papIAID Jedh e 10} aieys Jod PaIe|odp SPUSPIAIP S| PUSPING [enuuy aBessny ,
"910z ‘sz isnbny Jo se Apjosm JezAleuy sulq snjeA W0l PUSPIAI] PRJEDIPU| "910T ‘| Jequisidsg Jo se seoud X0Ig

'SQJON
%ELT %1ET JOVHINY dNOYO 8
%E9'T %612 290 ¢ 9e'8z ¢ Auedwio Jsjepn YI0A L
%EST %26l 180 $ 9Ty % ‘10D Mrs 9
%EE'E %Ty'T 080 % Lee ¢ X9s3|pPIN S
%EB6'C %.L¥'C eLL ¢ 0LSY $ 191\ IN2IBUU0D 14
%88'C %.2'C 690 ¢ ve0e ¢ 13)e/\\ BluIojeD €
%85°'C %0S'C 9,0 % 1808 $ ealswWy enby Z
%1T'¢C %2y'C ¥60 ¢ G8'8e ¢ Joje/\\ SojelS uedNBWY b
2, (0d/°a) PIRIX °d/"@) PIBTA ,(°Q) PUSPIAIQ ,("d) 831id Aueduio)d ON
puspiAIg puspinig jusung $00}S au
lenuuy usuny
abelany
[v] f¢] [] 1]

dnouig ajdwieg Ajj1N 19} 104 SPISIA PUSPIAIQ JUBLIND
BSSeInog SSOUlIp
9'v-A 3|Npayds [enqgay
nqyx3 "dioD (Jamag 01Q [2@ epesnul) sapjn Auag




‘Auowiise] @9s "9%,0°/ Jo swiod siseq QoL shid spiaiA puoq eeg pajosiold uey) $saf aie S|Nsal asnedaq papn|oxy v
"9 '10D '§'p-A SInpyds 993 *(B) sjes ymoun surt anfeA
(B+1) « °d/PA = °d/*Q = PIBIA PUSPIAIQ] paoadXT ,

'9'p-0 9INP3YRS [BRNGSY 993 °d/°Q = PISIA PUSPNI@ Jods

%188

%ll'L

%ZE'8
" %SY'E
%bS L
. %1G"9
%66
%89'6
%95°8
€+ SI0D)
B + PIA AIQ=Y
(309) Aunb3
J0 1800
pajeolpuj
¥}

Bsseinog 'SSaUIM
(1 abed) 2p-q 3npayos |enngay
HqIyx3

%629

%009
%051
%00°S
%00'¥
%05°L
%00°L
%009
RHEUTII)
pajosloid
auI] anjep

el

+ 4+ + + + + +

‘SSION
,obeIany paysnipy
%bb'C %LEC abesany
%ZE'T %61'C Auedwog JSJepp MIOA /L
%G6'L %Z6'L "diog MrS 79
%YS'Z %2y’ X3S3IPPIN 'S
%.S'C %.LY'C J3JEA INOIOBULOY “f
%' %122 Jayep eluloyed ‘¢
%89'C %0S°2 eolswWY enby ‘g
%95°C %2y 19]epn sejelg ueouswy (|
A0d/F@) PIRTA ,(Od/PT) PIBTK
puspialig puspIAlg
pajoadxg
[zl [
Yimols juesuod 494

sisAjeuy mol4 yseo pajunoosiq

"d109 (1amag 0iQ [9Q epesnul) ssminn Auaqi

sur



‘Auowisa)] 89S "9,0°/ Jo sjuiod siseq 0oL snid spjalA puog eeg psajosfosd uey) $s8| ale s}nsal asnessq papn|oxy v
"L 10D §'v-A 3INPYs2g 993 *(6) Sjed YMaID [eSLOISIH

(B+1) « °d/°Q = °d/*A = PISIA PUSPINQ PaoadX] ,

"L 9|t 89S °d/°Q = PISIA PUSPiAI] Jods |

‘S9JON
%E6'8 ,20eieny pajsnipy 6
%678 abesany 8
%88 = %85°S + %LEC %612 Auedwiod Jajep MIOA “L L
. %¥8'G = %S8°¢ + %661 %2C6'L 'dIo) MrS 9 9
%¥e L = %LLY + %ES'T %2P'T X9s3|PPIN "G g
%018 = %6¥'S + %19C %L¥'T 19} IN2IOBULOY b 14
%¥8 L = %b¥'G + %0¥'C %L2'T Jajep eluiojied ¢ €
%860l = %128 + %LL'C %05'C eslswy enby g 4
%lGLL = %E6'8 + %¥9°C %2y’ 1ajep) sejes uedLswy || b
2S00 Gwoio ToigpuE  F°d/*a) PIA "3 PRIA ON
B + PIA A=) |e3110]SIH 10 puUspIAIg puUapIAI] UM
(309) Aunbg obelony pajoadxg
403800
pajeipy|
[+ [e] [z] f1]
esseInog (SSOUNAA Yjmous) juejsuod 490a
(z abed) Lv-@ aInpayods [enngay sisAjeuy moj4 yseo pajunodsiqg

Nqyx3 "dio) (1amag 010 [2Q epes3ul) sann Aueqiy




'910Z ‘Z 19quisideg pajep sjsedalod Apapeny aui] enjea ,
(910z aunp) sjseas.o) snsuasuod diy) ang )

"SOJON

%0'9 ofielany Zl
2O Inen ("

%0¥°9 %019 %09°G ,SISBO2I0 snsuasuo) diyo snig 0l

spuog aje10dio) eeg 6

%0°S abelony g

%0T°S %08'¥ %0V v LUl SNEA L

%0L°G %0L'S %05 ,SIsedalo snsussuc) diyp enig 9

spuog 9jei0dio)) eey G

%8¢ abessny ¥

%0C' v %09'¢ %0€°€ AUl anjep ¢

%02’V %06°€ %0€°E SISEJ9104 Snsuasuo) diy) anig Z

!

saley Ainseal] wial-Huo L
SbeleAy 6102 810¢ L10¢ ON
aur

ESSEINO0Y SSOUNAA
8- dINpPaYoS jennqay sajey }sataju| wia]-buo jo sysesalo
nqyxzy "dio9 (4amas 04Q |2Q epenul) sapnpn AJaqi







"9M9s9Y leiopad "Aunseal] "g'N Jesk g oBelane Ao,

"9JeM0S 13zZA|BUY JUSWISSAU| SUIT BN[EA WO EJEQ "SYI0)S Q0LL TTA 10} YIMOID A Pajosfold Pue Ym0l Sda pajoalold ‘Sd3 pajosfold Jo uelpaly
‘(B)ayes ymoub snid suo sawi (°d/°q) pIdIA puapialp abelaae Juaund sjenbe (°4d/' Q) pIStA puspIAIg pajoadx] 2

S$300]S 00ZL 8uln aNjeA - ejeq SIBMYOS J3ZA[eUY JUSW]SaAU| SUIT anjeA wol ejeq "si20)s Bulked puspinip Jo (°d/°Q) pIsIA pusplniq ebelsny |

SSION
%09'8 = %leTC - %670 = %118 + %08°¢ %65 By syuop ssuyL Jusdsy ¢
%EY'8 = %8¥°C - %0670l = %90'8 + %S8°¢ %¥9'2 Bay sYlUO XIS Jus09y  ¢¢
%658 = %652 - %8111 = %228 + %96°C %€LC BAY SUJUOI SUIN Jusday  z¢
%89'8 = %89C - %L = %0%'8 + %96°C %ELC BAY SUIUOIN dAjoM] Juaday  LE
Spual] WISFIoUS  0¢
%09'8 = %LET - %1601 = %18 + %082 %882 papuswwossy 62
%L9°8 = %922 - %E60l = %L1'8 + %112 %95°¢ pny gz
%0L'8 = %ETC = %E6°01 = %L1'8 + %112 %982 Anp 1z
%EY'8 : = %SY'C - %8801 = %00°8 + %9882 %992 sunft 9z
%928 = %E€9'C - %6801 = %008 + %68°C %192 few g6z
YAA) = %29'C - %¥80L = %008 + %¥8°C %€9'C dy vz
%62'8 = %89°C - %601 = %00°8 + %182 %SG.L'C BN €2
%¥0°6 = %29°C - %99t = %058 + %9L°¢ %162 Qo4 22
%L16°8 = %98'¢ %E8 L L = %05°8 + %EEE %L0°€ glozuer |z
%¥L'8 = %L16C - %L = %L9°8 + %¥0°¢ %08'C %Q 02
%¥L8 = %E0°C - %LU = %€8°8 + %¥6'2C %042 AON - 6l
%206 = %682 - %6 = %00°6 + %162 %192 00 8l
%516 = %56 - %0LCl = %00°6 + %01°€ %¥8'C des /)
%60°6 = %98'¢ - %S6TLL = %00°6 + %G6'C %0L'C Bny 91
%5998 = %L0°€ - %C9LL = %¢E8'8 + %8LC %9G°C Ainr 61
%SY'8 = %LLe = %991 = %€8'8 + %cCL'T %08°C aunf ¢
%L9'8 = %96'C - %E9LL = %006 + %€9'¢C %l¥'C ey ¢
%206 = %652 - %l9LL = %006 + %192 %0t dy gy
%816 = %E9'C - %I8LL = %L1'6 + %¥9'2 %2y’ e L
” %¥5'6 = %LGC - %iiel = %056 + %19°C %8€'C as4 0}
%¢CL'6 = %9Y'C - %8L7¢L = %0G°6 + %89'C %S¥'C gLozuer 6
| %196 = %E8°¢C - %¥ETL = %L9°6 + %L9'C %bi'T g 8
%ET'6 = %¥0°¢C - %zl = %196 + %192 %8€'C AN 2
, %¥1'6 = %¥0°C - %8lel = %08°6 + %89'C %SY'C PO 9
W %L9°6 = %92°¢ - %eeel = %86 + %01°¢ %Z28°¢C ides ¢
| %L6'8 = %02°¢ - %liel = %066 + %19'C %8¢ bny
| %288 = %EE'E - %Sl = %056 + %59 %Cy'C Anp ¢
%LY'8 = %Tr'e - %6911 = %EE6 + %98°C %¥EC sunp ¢
%ET'8 = %6€°¢ - %C9LL = %Zh'6 + %02'C %10°C yLozAew |
TRy wniwsid = GEgAmsesll - ODUNRY = JEjgmoig + d/rd) PRIA L UdF Q) PRIX GIUON ON
ASIY 19BN JB3A 0F 1olen payedxg puspIng puspIAIg suf
pajosdx] afieiany AlYjuow psjoadx3 paysadxy
BSSBIN0g SSOUYA sisAjeuy 40q Buisn
01"+~ 9Inpayas jenngay wniwaid ysiy 1931e jualng Jo uogewysy

nayxa *di09 (1amas 010 190 epenuI) sapRn AMeqr]




‘01"9-A SINPSYIS [BHNQSY 39S

"G102-9261 dug uozuoH-Buo gxipuaddy jooqpueH uonenieA 910z sdidud B #nQ (dy) woly wniwsid %siy JoxLeN [EDUOISIH

%26

%.'6 =,

%9'8 =
3 =

Bsselnog :SSaUiA
L'p-a 3INpayodg jenngay
nqyx3

%098

%00°L

"€%-Q SINP3YIS [eNNgaY 939G "BiEp J9zAjBUY JUSWISSAU| BU aNfeA |,
"g"p-Q 3NPAYSS [ENNQSY 98S "SpRIA Ainseal; wiey-buo Jo sisedsiod |

"S9JON

abelsany

690 + %8¢ WdVOD Wniwsid %Siy 1934\ Jualind

690 + %8¢ NdVYO wniwsid 3siy 19xejy [eduoisiH
SEIET + d

(INdV9) 13poN Butold jassy [eyided [euonipes]
'd109 (Jamag 010 2@ epesyu3l) san Auaqr

ON
auI



BSSEINog SSIUIM
Z1'v-a °INpay2s [epngay
Hquyx3

S0

VA
1440
8v'0
1€0
250
gro
8v'0
Y
ejog mey
paJanajun

%ELL

%118
%E"0.
%118
%6°GL
%LYL
%Z'9L
%128
|
Anb3
AN

%L'CC

%68l
%L 6T
%6'8L
AR
%E'GT
%g'€T
%6'LL
a
1920
AW

%Y 92 G0
%G°L¢C gs'o
%1°'8¢ G50
%S e GgGéo
%S'C ov0
%0°9¢ €90
%69 GG°0
%Y 8¢ GG'0
3 S mey
ajey ejog
xe| mey

ejog paisaajun
uonejndwos ysiy [eloueul

(F/Q.4-1) +1)} 'a mey ="g mey
"Z'%-0 8INPAYIS |BYNGSY 99S ¥
'GL0Z ‘1€ Jaquiaoa papus Jeah 10} S8lel XE} SAJ09YT ¢
(L9)(ge’ - €199 1A) = Bleg mey
Bloq mey . (L97) + €€° = )9 pajsnpy
'SMOJ||0} S SI BJNLUIO 9Y] "SI} JOAO SBEISAE J8)iBW 8U} PJEMO) SSAOW B)3q S A)INDSS B JBy) SSWNSSE 1N %00]S 8U) JO BJep [BILI0ISIY By} SISN aul anjep
'L~ 9INPaYS [BRNGIY 99 "EJEp JOZA[BUY JUSWISIAU| SUIT SNjEA )

690

040
0.0
0.0
090
GL0
040
040

elsg
A

*di09 (Jomag 040 [2Qq epenus) saninn Aueqr

sPIIBN J91epA Sjdwes

JOIBAN MIOA

"diod MrS

Xas3|ppIN

IB]EAA INDO8UU0D

ISJeAA BIUIOHED

eolswy enby

[HOAA Jolepn uBdRWY
AUBdWo)

“aN©OTF 6 eN

0¢
6¢
8¢
x4
9¢
(4
¥e
€¢
[44
74
0c
6l
8l
Ll
9l
Si
14
€l
4]
b
ol

|\—NO’)¢LO(OI\OOOD

2o
52




190

._.md
(eyog mey)s9 + €€
ejag
palanadlay
paisnipy
A

BSSEINOY :SSAUHAN

| obey

€1'9-a ANPaYIS [ennqay
qryx3g

'G-0 SINPaYog 983 A 1S3} LD paseq Sjel Xe| usung

‘si1aded ytom 993 "SI

((oarag(-1)+1) "d="4d

%0001 1619 $ ££8'2 $
%€"98 ] () oLz ¢86't $
%00 - 001 - $
%0LEL 068 $ 00'L 098 $
% {spuesnoy [ ap) {Spuesnoqr uyj
AN AW Auedwo)
%1212 %¢€"98 %LEL S0
& 03 [ag i
ajey lexnded 199Q ejog
xel fAnb3 yoog mey
AW AW paiaAsun

ejog palans|ay
uoneindwod 3Ssiy [eloueulq
*d109 (19mag 010 |3Q epesul) sanun Aaqn

n J91EM 3|dWes JO Oljes ¥00g-0}-ja}ew waung (e)

[eyde) [ejo
201G UoWWoD
NO0)S paLald
199Q wuay-buo

1-Cj 80 AUBJWIOY) JO SINONAS [e)ide) Buliojoid ,
‘d/\\ Ul By BJOg paleAs|up Uoy ejeg paJansiun |

"diog (1emag 010 [9Q epeuT) sanin Auear

1‘—'(\1 O T OO0 dD

o
pd

©
R
—




%170~

%16

%96

%G8

%T'6

%L'6

%98

Bsseinog (SSaUNM

| ebed

vLv-Q dInpaydg [enngay
nqyxg

14
€

14
€

%098
%00°L
[CEY

%098
%002
(ay)

x

X X

490
190

690
690

‘€1"p- SINPSYIS [BlINgSy 39S "Ejog PRISAII9Y UO punoj e}oq PaJoandlsy
"0L"b-d SINPaYDS [BINGaY 935 (dY) wniwdid %Sty Jaxie jusung anduwiod 0} 0’1 JO B1aq UM NdVO pue
$H00}S 00/} SUIT SNfEA UO UINJ3J JayJeu JudLnd auluRiap o) poyisw yposb ueisuos 40Q Buisn pandwog
"¥102-926 1 dy3 uoznoH-buot exipuaddy yoogpueH uolen(eA G610z sdidyd @ #na (dy) wouy wniwsid 3siy 1exeN [BAUOISIH
"L'p-Q 9INPYIS [eNINgaY 993 “Elep JaZAeUY JUBWISIAU] SulT SNjeA ,
'g'p-Q SNPSYIS lelngey @3S "splaiA Ainseay; wis)-Buol Jo jsessioy .

+ ., %St
+ ., %8¢T

I Qow.mu
. %8€

Juswisnipy sy [eloueuly pajedlpu|
obelany

winiwaid sty 1exep juaung
winiwalg %Sy 1oxe [eauoysiH

e]198 PaIaAl[dYy NAVD

abelany

winiwaig %Sy 1od/e uaung
winiwaid ysiy 18xiepy [eouolsiH

WdVO

uoneindwon) }siy jeroueuld
"dio9 (1ameg 010 |3Q epesjuz) sanjn Auaqr]

T4
144
€¢
[44
¥4
0¢
6l
81

O = NMT WO ™~
T YT Y T T oY

ZOI‘—vamcol\ooou

aur




"siaded >iom 998 “APNIS isky oA edwoy JO sINsY

%61°€ N [PWS 10} "Wald 32IS PIBM  %L¥'C abesony

%620 ¥1258Z¥1'0 %202 %85'¢ deg-ooiN 6.8 § Auedwo JoleM MIOA L
%95°0 712582410 %06'€ %0L") deg-ololy 106§ ‘dieg Mrs 9
%620 ¥1168241°0 %202 %8G°¢ deg-o0IN 985§ X3S3APPIN - G
%620 ¥12682v1°0 %20'C %8G°E deQ-oLIN 655 191 INRBUUCD  h
%95°0 712582410 %06°¢ %0L" ) deg-mo7 GGl Jslep eluiofie) ¢
%990 712682v1°0 %09y %00"L deD-pIN G8'S $ eoiawy enby g
%9G°0 712582710 %06°E %0L"} dep-mol 68%'L SOjElg UBOlBWY (|

wniwsigezis  jybeM  OF 9lPsq 9 wnmsig SSE[0
vam_®>> aduaPIg L7418 .QmO 1oNIeN

"e}9Q Ul SOOUSIBHIP O} 3NpP XSH SSPNIOXT "MO|Sq UMOYS Se Saljijin Jsjem ajdiues sy} 1o}

swniwaud su pajesipiul 9y} pue wniwald ysu ded-0.01N 8y} udamIeq S3oUBIBYIP pejyblem sy} se paindwoy
'286-8.6 '(€002) £V ' 90UBUI pUE SOIUOLODT JO

meinay Auspent 8y ,‘pINSIASY 108lT 9ZIS Sy} pue SHO0IS ANlN, ‘ddeZ "N sewoy] Z S|qe | Wold 4

: W 60Z$ UBY) SS9 uonez|iepdes jesew yim sejuedwod sepnjoul gL 9)198a

“Uoljjiw §'gY$ Ueyy ssaf uoneziielides 1iew yim seiuedwiod sepnjoul ssjuedwod deDd-0oIn |,

W 9'060'Z$ PUB UOI(lIW §'gF$ UsamIaq uonezilejided Jaxiew uyjm saluedwod sapnjoul seluedwod deQ-moT
“UOI|IIW Z°L L9°6$ PUB UOI[IW 9°060°2$ Ueamiaq uohezi|eyded Jexew ypm seiuedwod sapnjoul saluedwod ded-pi ,
“feyded 4o 1809 0} 9pING ooqpueH uollenieA 910z ‘sditd ® 4nQ 10 /-¥ 9lqel woy eleq |

%0L°C 0} %041 m\Emano J0} WINIWAI4 Sy pajeudjsg 9
%660 oSOIMIN [{EwWS Joj wniwald 3sIY pajewrs3 S
SaNINN JSIBAA [[BUIS 10}
wnjwaid
Asiy
%61°€ %09°S o¥'1L ;0} 3lidveg 4
%8G'€ ae'l %mEmano dep-01oiy I
%0L°L 22’L Seluedwo) deg-moy z
%00°L 420" Nwm_chEoo deo-pIn L
111N 1SIeAA (lEWS Jo) wniwalid [C)ZEL] ON
wnjwsaid 9z18 aup
Asty

BSSBINOg 'SSAUIA
S1'v-Q 9INPaYIS [enngay WIniwag %Sty
nqryx3 *d109 (19M3g 010 |9 epesju3) sannn Auaqr




