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

APPLICATION

P ima  Utility Co mp a n y,  a n  Ariz o n a  p u b lic  s e rvic e  c o rp o ra tio n  ("P ima " o r

"Compa ny"), he re by a pplie s  for a n orde r e s ta blis hing the  fa ir va lue  of its  pla nt a nd

prope rty used for the  provis ion of public wa te r utility se rvice  and, based on such finding,

approving permanent ra tes  and charges  for utility service  designed to produce  a  fa ir re turn

thereon. In support thereof, Pima s ta tes  as  follows:

l . P ima  is  a n Arizona  public s e rvice  corpora tion e nga ge d in providing wa te r

utility s e rvice  in  portions  of Ma ricopa  County, Arizona , purs ua nt to  ce rtifica te s  of

convenience  and necess ity granted by the  Arizona  Corpora tion Commiss ion. During the

Test Year, Pima served approximate ly 10,250 water service  connections.

2. P ima 's  bus ine s s  office  is  loca te d a t 9532 E. Riggs  Roa d, S un La ke s ,

Arizona  85240, a nd its  te le phone  numbe r is  (480) 895-4200. The  Compa ny's  prima ry

ma na ge me nt conta ct is  S te ve n S oria no. Mr. S oria no is  e mploye d by P ima  a s  its  Vice

President and General Manager.
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The person responsible  for oversee ing and directing the  conduct of this  ra te

a pplica tion is  Mr. S oria no.

Thomas  Bourassa , Ray Jones , the  Company's  enginee ring consultant, and unders igned

lega l counse l. Mr. Soriano's  ma iling address  is  9532 E. Riggs  Road, Sun Lakes , Arizona

8 5 2 4 8 ,  h is  te le p h o n e  n u mb e r is  (4 8 0 ) 895-4200, a n d  h is e -ma il a ddre s s  is

Steve.Soriano@Robson.com. Mr. Boura s s a 's  ma iling a ddre s s  is  139 W. Wood Drive ,

Phoenix, Arizona  85029, his  te lephone  number is  (602) 246-7150, and his  e -mail address

is  tjbll4@ cox.ne t. Mr. J one s ' ma iling a ddre s s  is  18835 N. Thomps on P e a k P a rkwa y,

Suite  215, Scottsdale , Arizona  85255, his  te lephone number is  (623) 341-4771, and his  e -

Mr. Soria no wa s  a s s is te d by P ima 's  ra te  ca s e  cons ulta nt,

Mr. Bourassa, and Mr. Jones by e

jay@shapslawaz.com and whitney@shapslawaz.com.

mail address is  Ray.Jones@aricor.com. All dis covery, data reques ts  and other reques ts

fo r in fo rm a tio n  c o n c e rn in g  th is  Ap p lic a tio n  s h o u ld  b e  d ire c te d  to  Mr. S o ria n o ,

-m a il, with  a  c o p y to  u n d e rs ig n e d  c o u n s e l a t
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4. P ima 's  pre se nt ra te s  a nd cha rge s  for utility s e rvice  we re  a pprove d by the

Commiss ion in De cis ion No. 73573 (Nove mbe r 21, 2012), a s  modifie d by De cis ion No.

73993 (July 16, 2013), us ing a  te s t yea r ending Februa ry 29, 2012. There  have  been no

othe r changes  to Pima 's  ra te s  s ince  the  current ra te s  went into e ffect on or a fte r July 16,

2013.

5. P ima 's  re ve nue s  from its  utility ope ra tions  a re  pre s e ntly ina de qua te  to

provide  a  fa ir ra te  of re turn on the  fa ir va lue  of its  utility pla nt a nd prope rty de vote d to

public s e rvice . Ope ra ting expense s  have  caused the  revenues  produced by the  current

ra te s  a nd cha rge s  for s e rvice  to be come  ina de qua te  to me e t ope ra ting e xpe ns e s  a nd

provide  a  re a s ona ble  ra te  of re turn. The re fore , P ima  re que s ts  tha t the  Commis s ion

approve  ce rta in adjus tments  to its  ra te s  and cha rges  for utility se rvice  so tha t P ima  may

recover its  opera ting expenses  and be  given an opportunity to earn a  jus t and reasonable

ra te  of re turn on the  fa ir va lue  of its  property. The  Company agrees  to use  its  origina l cos t
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ra te  base  as  its  fa ir value ra te  base  in this  proceeding to minimize disputes and reduce ra te

case expense.

6. Filed concurrently he rewith a re  the  schedule s  required pursuant to A.A.C.

R14-2-103 for ra te  a pplica tions  by Cla s s  "B" utilitie s . The  te s t ye a r utilize d by P ima  in

conne ction with the  pre pa ra tion of s uch s che dule s  is  the  12-month pe riod tha t e nde d

De ce mbe r 31, 2015. P ima  re que s ts  tha t the  Commis s ion utilize  s uch te s t ye a r in

connection with this  Applica tion, with appropria te  adjus tments  to obta in a  normal or more

realis tic re la tionship between revenues, ra te  base  and expenses during the  period in which

the ra tes  established in this  proceeding are  in effect.

7. During the  tes t year, Pima 's  adjus ted gross  revenues  were  $2,423,950 from

wa te r utility s e rvice . The  a djus te d ope ra ting income  from the  wa te r divis ion wa s

$411,7 l l, leading to an opera ting income deficiency of $250,033. The  adjus ted fa ir va lue

ra te  base  was $7,806,162 Thus, the  ra te  of re turn on water opera tions  during the  tes t year

was 5.27 percent.

8. P ima  submits  tha t the se  ra te s  of re turn a re  inadequa te  to a llow it to obta in

debt, pay a  reasonable  dividend to its  s tockholder, ma inta in a  sound credit ra ting, and/or

enable  the  Company to a ttract additiona l capita l on reasonable  and acceptable  te rms  in

order to continue the  investment in utility plant necessary to adequate ly serve  customers.

9. Pima  is  seeking an increase  in wa te r utility revenues  equa l to $337,024, an

incre a s e  in re ve nue s  of 13.90 pe rce nt. The  a djus tme nts  to the  Compa ny's  ra te s  a nd

charges  tha t a re  proposed here in, when fully implemented, will produce  a  ra te  of re turn on

the fa ir value ra te  base  equal to 8.48 percent from water operations.

10. File d concurre ntly in support of this  Applica tion is  the  Dire ct Te s timony of

Steven Soriano, providing an overview of Pima 's  applica tion for new ra tes .

11. Pima  a lso submits  the  Direct Tes timony of Ray L. Jones , P .E., providing an

overview of the  Company's  wa te r sys tem and opera tions  and support for plant additions ,
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and discussing the B-2 Schedules and depreciation rates.

12. Fina lly, P ima  submits  the  Direct Tes timony of Thomas  J . Boura ssa , in two

separa te  volumes  tha t collective ly provide  an overview of Pima 's  ra te  filing, discuss ion of

the  re ve nue  re quire me nt, including the  "A" through "F" s che dule s , de ve lopme nt of the

ra te  ba se  a nd income  s ta te me nt a djus tme nts , cos t of e quity ca pita l a nd re la te d is sue s ,

propos e d ra te s , including the  "H" s che dule s , dis cus s ion of the  e ffe cts  of the  propos e d

ra te s  on cus tome rs ' bills , a nd a ddre s s ing the  Compa ny's  re que s t for (l) a  P urcha s e d

P o we r Ad ju s tme n t Me c h a n is m ("P P AM"),  a n d  (2 ) a  P ro p e rty Ta x Ad ju s tme n t

Me cha nis m ("P TAM"). The  Compa ny's  "D" S che dule s , which conce rn the  cos t of

capita l, a re  a ttached to the  volume of Mr. Bourassa 's  tes timony address ing cost of capita l.

The  re ma in ing  s che du le s  fo r the  wa te r d ivis ion  a re  s e pa ra te ly bound  a nd  file d

concurrently with the  Applica tion.

13. Atta che d he re to a s Attachment 1  a re  wa te r p la n t de s crip tions  a nd  a

completed water use data sheet for the 2015 calendar year.

14. Attached hereto as Attachment 2 is  Pima 's  proposed PPAM.

15. Attached hereto as Attachment 3 is  P ima 's  proposed PTAM.

WHEREFORE, Pima  reques ts  the  following re lie f:

A. Tha t the  Commiss ion, upon proper notice  and a t the  ea rlie s t poss ible  time ,

Pima 's  utility plant and prope rty devoted to providing wa te r utility se rvice ,

B. Ba se d upon such de te nnina tion, tha t the  Commiss ion a pprove  pe rma ne nt

a djus tme nts  to the  ra te s  a nd cha rge s  for wa te r utility s e rvice  provide d by P ima , a s

propos e d he re in, or a pprove  s uch othe r ra te s  a nd cha rge s  a s  will produce  a  jus t a nd

reasonable  ra te  of re turn on the  fa ir va lue  of Pima 's  utility plant and property,

C. That the  Commiss ion approve  Pima 's  reques t for a  PPAM and PTAM, and

SHAPIRO LAW FIRM
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D. Tha t the  Commis s ion a uthorize  s uch othe r a nd furthe r re lie f a s  ma y be

appropria te  to ensure  tha t Pima has  an opportunity to am a  jus t and reasonable  re turn on

the  fa ir va lue  of its  utility pla nt a nd prope rty a nd a s  ma y othe rwis e  be  re quire d unde r

Arizona  la w.

RESPECTFULLY SUBMITTED this  l 5th da y of Nove mbe r, 2016.

S HAP IRO LAW FIRM, P .C.

By:
J a y L. S h
1819 E.
Phoenix, 4 ;I-/
ja y@ s ha ps la wa z.com

te n a ve nue , S uite  280
85020

Attorneys  for Pima Utility Company

ORIGINAL and fifteen (15) copie s  of the  foregoing,
together with the  direct tes timonies
and schedules supporting this  application
were  de livered this  15th day of November, 2016, to:

Docke t Control
Arizona  Corpora tion Commiss ion
1200 W. Washington Street
P hoe nix, AZ 85007
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COMPANY NAME Pima Water Company

ADEQPublic Water System Number:Name of System:

ADWR ID
Number*

P u m p
Ho rs e p o we r

P u m p  Yie ld

(s p in )

Casing
Depth
(Feet)

Casing
Diameter
(Inches)

Meter Size
(inches)

Ye a r
Drilled

See  Attached

Name or Description
Ca pa c ity

( rp m )

Gallons Purchased or Obtained
(in thousands)

N/A

BOOSTER PUMPS F IR E  HYDR ANT S

Horsepower Quantity Quantity Standard Quantity Other

75 4 709

40 2

25 8

S TO R AG E  TANKS P RES S URE TANKS

Capacity Quantity Capacity Quantity

400,000 1 5,000 1

600,000 1 15,000 1

750,000 2

WATER COMPANY PLANT DESCRIPTION

WELLS

* Arizona Department of Water Resources Identification Number

OTHER WATER SOURCES

Note: If you arejilingfor more than one system, please provide separate sheets for each
system.

10
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Pima Utility Company - Water Dlvision
Water Company Plant Descriptions
December 31, 2914

1M§1h;

ADWR [D No.
Armonk

Levels (mg/I)
0.004855-520891

55-625796
55~B06730
55-568937
55-625798
55-525799
5 s-s2s B00
55-514527

Pump
Horsepower

150
200
200
too
125
250
150
150

Casing D¢P¢\\
f f
900
500
B61
910
820
759
502
B74

Casing Diameter
lynches)

zo/16
20
16
20
20
15
14

zo/1s

l letor
Size

(Inches)
10/8/10

12
12
12
1 0
1 0
B
8

Year
D r i l l
1988
1952

rehab 1994
1999
1947
1950
1955
1986

Wall #
27

a s .
~2sA

2 9 2
'31
32=
33 .
34

POE
3

hug

3
3
1

Irrig
2
2

o.w4a
0.0048
0.0087

P\lI1\p Yield

(rpm)
1,soo
1,700
1,200
1,500
1,100
2,200
1,600
1,500

0.0065
0.0065

1



CQMPANY NAME PimaWater Company

ADEQ Public Water System Number:Name of System:

Size (in  inches ) Ma t e r ia l uLen h (in feet
2 P VC 221
3

4 P VC 7,031
5

6 P VC 306,747
8 P VC 96,682

10 P VC 43,488

12 P VC 13,527

Size (in inches Quanta
5/8 X% 9,798

3/4 4
1 280

1 1/2 11
2 94

Comp. 3
Tu rb o  3
Comp. 4
Tu rb o  4
Comp. 6
Tu rb o  6

|

I

WATER COMPANY PLANT DESCRIPTION (C0NTINUED)

CUSTOMERMETERSMAIN S

{
;~

I
I

l

rI

For the following three items, list the utility owned assets in each category for each system.

TREATMENT EQ UIP MENT:

STRUCTURES1
Pump _Houses _(Z)

Ch1orinators_(4)

!

3
I

OTHER:

Note: If you arejilingfor more than one system, please provide separate sheets for each
system.

I

:

11 I
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COMPANY NAME: Pima Water Company
ADEQ Public Water System Number:Name of System:

MONTH NUMBER OF
CUSTOMERS

GALLONS
SOLD

(Thousands)

GALLONS
PUMPED

(Thousands)

GALLONS
PURCHASED
(Thousands)

JANUARY 10,184 95,541 97,775 0
FEBRUARY 10,187 98,052 119,994 0

MARCH 10,188 109,520 125,438 0

APRIL 10,189 163,587 173,204 0

MAY 10,191 210,168 223,778 0

J UNE 10,188 221,940 238,847 0

JULY 10,187 189,934 204,356 0

AUGUST 10,186 174 ,179 193,289 0

SEPTEMBER 10,184 135,885 143 ,420 0

OCTOBER 10,186 156,550 168,806 0

NOVEMBER 10,189 136,402 149,642 0

DECEMBER 10,187 78,160 88,464 0

1,769,918 1,927,013 0

I

WATER USE DATA SHEET BY MONTH FOR CALENDAR YEAR 2014

TOTALS >

What is  the  leve l of a rsenic for each well on your sys tem? Se e  Atta che d mg/1
(If more than one well, please list each separately.)

If system has fire hydrants, what is the fire flow requirement? .1,000 GPM for  2  h r s

If system has chlorination treatment, does this treatment system chlorinate continuously?
( X )Yes (  ) No

Is the Water Utility located in an ADWR Active Management Area (AMA) ?
( X) Yes (  )  No

Does the Company have an ADWR Gallons Per Capita Per Day (GPCPD) requirement?
( X ) Yes (  ) N o

If ye s , provide  the  GPCPD amount: 462~

Note: Uyou are filingfor more than one system, please provide separate data sheets for each
system.
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PIMA UTILITY COMPANY

PROPOSED PLAN OF ADMINISTRATION FOR
PURCHASED POWER ADJUSTMENT MECHANISM

I. GENERAL DESCRIPTIUN.

This document is the Plan of Administration ("POA") for the Purchased Power
Adjustment Mechanism ("PPAM") for Pima Utility Company ("Pima" or "Company")
approved by the Arizona Corporation Commission ("Commission") in Decision No.

on . The PPAM allows Pima to pass through to its customers the
increase or decrease in purchased power costs that result from a rate change for any
Commission-regulated electric service provider supplying retail electric service to the
Company.

11. PPAM RELATED FILINGS.

A. Within 60 days of the effective date of a Commission Decision authorizing
a rate change in the approved tariffs for any Commission-regulated electric service
provider supplying retail electric service to the Company, the Company shall file with
Docket Control an analysis of the actual impact on the energy portion of the Company's
electric service costs.

B. The Company will provide the Commission with spreadsheets detailing
exactly how the Company's purchased power expenses were calculated in the time period
prior  to a  change in the rate that the Company must pay for  purchased power.  These
calculations will include basic service charges and rate and volume figures. That is, the
Company will break down its total purchased power bill into the amount due to fixed fees,
volume of electr icity used,  and the rates paid per  unit  of electr icity. For  the per iod
following the rate change, the Company will provide the same information, then compare
the two periods, isolating any change in purchased power cost that is due exclusively to a
rate change. The specific intent is to show exactly how much of any increase or decrease
is due to changes in rates beyond the Company's control and how much is due to a change
in the amount of power that the Company consumes.  The Company will only recover
increases or refund decreases that are due to changes in rates.

C. All revised schedules filed with the Commission pursuant to the provisions
of this PPAM will be accompanied by documentation prepared by the Company in a format
approved by Utilities Division Staff of the Commission and will contain sufficient detail
to enable the Commission to verify accuracy of the Company's calculations.

D. The surcharges will not become effective until approved by the Commission.

1



Tes t Year
Purchas ed Power
Ra te $0.080C

1,250,000

$100,000

Kilowa tt Hours  Us e d
Purchased Power
Expense

Current Yea r
Purchas ed Power
Ra te $0.1000

1,250,000

$125,000

Kilowa tt Hours  Us e d
Purchased Power
Expense

L

E . The  Compa ny will file  a nnua lly with the  Commis s ion a  re port de ta iling the
Compa ny's  purcha s e d powe r cos ts  a nd a ny cons e rva tion or powe r-s hifting me a s ure s
employed by the  Company.

F . The  Company sha ll provide  notice  (in a  form acceptable  to S ta ff) of the  ra te
increases  to cus tomers  with the  bill where  the  ra te  increase  firs t appears .

III . AP P LIC ATIO N TO  WATE R  AND S E WE R  C US TO ME R S .

A. The increase  or decrease  in purchased power costs  that are  due to changes in
ra te s  a t the  Company's  wa te r and sewer facilitie s  will be  a lloca ted on a  pe r capita  bas is .

B. Se e  the  following e xa mple :

2
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PIMA UTILITY COMPANY

PROPOSED PLAN OF ADMINISTRATION FOR
PROPERTY TAX ADJ USTMENT MECHANISM

I. GENERAL DESCRIPTION.

This  document  is  the P lan of  Adminis t r a t ion ("POA") for  the Proper ty Tax
Adjustment Mechanism ("PTAM") for Pima Utility Company ("Pima" or "Company")
approved by the Ar izona Corpora t ion Commission ("Commission") in Decision No.

on _ . The PTAM allows Pima to pass through to its customers the
increase or  decrease in proper ty taxes tha t  results  from a  change in the applicable
assessment ratio and/or property tax rates.

11. PTAM RELATED FILINGS.

A. Within 60 days of the effective date of a change in the assessment ratio and/or
property tax rates applicable to the Company, the Company shall file with Docket Control
an analysis of the actual impact on the Company's property tax expenses.

B. The Company will provide the Commission with spreadsheets detailing
exactly how the Company's property tax expenses were calculated in the time period prior
to a change in the assessment ratio and/or property tax rate that affects the Company's
property tax expenses. These calculations will include the assessment ratio, the property
tax rates,  and the value of the property that  was taxed.  For  the per iod following the
change(s), the Company will provide the same information, then compare the two periods,
isolating any change in property tax expense that is due exclusively to changes in the
assessment ratio and/or property tax rates. The specific intent is to show exactly how much
of any increase or decrease in property tax expense is due to changes in the assessment
ratio and tax rates beyond the Company's control and how much is due to changes in the
value of the property the Company owns. The Company will only recover increases or
refund decreases that are due to changes in the assessment ratio and tax rates.

C. All revised schedules filed with the Commission pursuant to the provisions
of this PTAM will be accompanied by documentation prepared by the Company in a format
approved by Utilities Division Staff of the Commission and will contain sufficient detail
to enable the Commission to verify accuracy of the Company's calculations.

D. The surcharges will not become effective Lentil approved by the Commission.

E . The Company will file annually with the Commission a report detailing the
Company's property tax expenses.

1



F. The  Company sha ll provide  notice  (in a  form acceptable  to S ta ff) of the  ra te
increases  to cus tomers  with the  bill where  the  ra te  increase  firs t appears .

111. AP P LIC ATIO N TO  WATE R  AND S E WE R  C US TO ME R S .

A. The  increase  or decrease  in property tax expenses  tha t a re  due  to changes in
the  a ssessment ra tio and/or prope rty tax ra te s  a t the  Company's  wa te r and sewer facilitie s
will be  a lloca ted on a  pe r capita  bas is .

B. See the  examples on the  next page:

2
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Test Year

Assessment Ratio

Property Full Cash Value

Assessed Valuation

20.00%

$10,000,000

$2,000,000

Current Year

Assessment Ratio

Property Full Cash Value

Assessed Valuation

21.00%

$10,000,000

$2,100,000

Change in Assessed Valuation

Current Year Assessed Valuation

Test Year Assessed Valuation

Increase in Assessed Valuation Due to Increase in Assessment Ratio

$2,100,000
$2,000,000

$100,000

10.00%

$2,000,000

$200,000

Test Year

Total Property Tax Rate

Assessed Valuation

Property Tax Expense

10.00%

$2,100,000

$210,000

Current Year

Total Property Tax Rate

Assessed Valuation

Property Tax Expense

PIAM Charge aniample Customer Bill
Increase inPro;aer;§3;ax Expense Dual; to increasein assessment Ratka
Number o'f¥Vater]Sewer£ustomer=$
PTAM charge on Sample Ciistomel* Bill

$10,008
2o,ooo
$0.50

10.00%

Test Year

Total Property Tax Rate

$2,000,000

$200,000

Assessed Valuation

Property Tax Expense

11.00%

Current Year

Total Property Tax Rate

$2,000,000

$220,000

Assessed Valuation

Property Tax Expense

$223300
ezewoen

$20,000

PassThrough Calculation
Current fear Property Tax Expense
Test Year Property TaxExpense
Increase in Pfaperxy Tax Expense Bee tn Rate Increase

PTAM Charge anSampleCustomer Bill
increase in property TaxExpenseDue Io Rate increase
Number of Water/Sewer Customers ..
PTAMCharge on Sample Customer Bi!!

318,4o8
29999
$1.99

3
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Attorne ys  for P im a  Utility Com pa ny

SHAPIRO LAW FIRM, P.C.
Jay L. Shapiro (No. 014650)
1819 E. Morten Avenue, Suite 280
Phoenix, Arizona 85020
Tele
jay shapslawaz.com

BEFORE THE ARIZONA CORPORATION COMMISSION
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OF PIMA UTILITY COMPANY, AN
ARIZONA CORPORATION, FOR A
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I l

I.

Q-

INTRODUCTION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My na me  is  S te ve n S oria no. My bus ine s s  a ddre s s  is  9532 E. Riggs  Roa d, S un

La ke s , Arizona  85012.

Q. O N WHO S E  B E HALF  AR E  YO U TE S TIF YING  IN THIS  P R O C E E DING ?

On be ha lf of the  Applica nt, P ima  Utility Compa ny ("P ima " or "Compa ny").

Q- B Y WHO M AR E  YO U E MP LO YE D AND IN WHAT C AP AC ITY?

I am employed as a Vice-President for Robson Communities, Inc. I also hold the

titles of Vice-President and Assistant Secretary for Pima, and fiction as Pima's

General Manager. I am also the VP and GM for all of the other Robson affiliated

utilities.

WHAT IS THE RELATIONSHIP BETWEEN ROBSON CQMMUNITIES,

INC. AND P IMA?

Robson Communities, Inc. provides accounting and administrative services to a

group of affiliated companies collectively referred to as "Robson." Pima provides

water and wastewater utility services to the Sun Lakes community (developed by

Robson) and two additional small subdivisions adjacent to Sun Lakes.

Q. IS  RO BS O N THE  P ARE NT O F P IMA?

No. Robson and Pima would be better described as affiliates.

Q- YOU MENTIONED OTHER ROBSON AFFILIATED UTILITIES?

Yes, in addition to Pima, the Robson family includes the following water and

wastewater utilities:

1
2
3 A.

4
5
6
7
8
9

10
11
12 Q .

13
14
15
16
17
18
19
20
21
22
23
24
25
26

La go De l Oro Wa te r Compa ny
Rt re vie w Utility Compa ny
S a ddle Brooke  Utility Compa ny
Qua il Cre e k Wa te r Compa ny, Inc.
P icacho Wate r Company
Picacho Sewer Company
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Mounta in P a s s  Utility Compa ny
Santa  Rosa  Water Company
Sa nta  Rosa  Utility Compa ny

Q. WHAT ARE YOUR RESPONSIBILITIES FOR PIMA?

I ove rs e e  the  ope ra tions  a nd bus ine s s  ma na ge me nt func tions  for the  Compa ny.

As  s uch, I a m re s pons ible  for the  da ily ope ra tions  a nd a dminis tra tion of the  utility,

for the  fina ncia l a nd ope ra ting re s ults , for ca pita l a nd ope ra ting cos t budge ting, for

ra te  c a s e  p la n n in g  a n d  re g u la to ry o v e rs ig h t ,  a n d  ra te  s e t t in g  p o lic ie s  a n d

proce dure s .

Q- WHAT WAS YOUR EDUCATIONAL AND EMPLOYMENT

BACKGROUND BEFORE GOING TO WORK WITH ROBSON?

Be fore  jo ining Robs on in  1995, I wa s  e mploye d a s  a n  a uditor a nd a  CP A with

Ke nne th Le ve ntha l/Erns t a nd Young in P hoe nix. In 1991, I re ce ive d my de gre e  in

bus ine s s  a dminis tra tion  a nd a ccounting  from S ta te  Unive rs ity of Ne w York a t

Buffa lo .

Q. WHAT O THE R  P O S ITIO NS  HAVE  YO U HE LD WITH R O B S O N?

A. Du rin g  m y e m p lo ym e n t with  R o b s o n  I h a ve ,  a t  t im e s ,  m a n a g e d  th e  va rio u s

compa nie s ' cons truc tion, e ngine e ring, ma rke ting , fina nce a nd mortga ge

ope ra tions . Additiona lly, the  pe ople  ope ra ting the  inde pe nde nt living a nd a s s is te d

living multifa mily prob e cts  re port to me .

Q. HAVE  YO U P R E VIO US LY TE S TIF IE D B E F O R E  THE  C O MMIS S IO N?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Ye s . I wa s  a  witne s s  in  P ima 's  2011 ra te  ca s e  (cons olida te d Docke t Nos . W-

02199A-11-0329 a nd S W-02199A-1l-0330). I wa s  a ls o a  witne s s  te s timony in

Logo  De l Oro  Wa te r Compa ny's  2013  ra te  ca s e  (Docke t No. W-01944A-l3-

0215), a nd in  Qua il Cre e k Wa te r Compa ny's  2014 ra te  ca s e  (Docke t No. W-

02514A-14-0343).
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Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMUNY IN THIS

DOCKET?

To s upport P ima 's  a pplica tion for a  de te rmina tion of fa ir va lue  a nd the  s e tting of

ne w ra te s . S pe cifica lly, I will introduce  the  Compa ny's  a pplica tion a nd e xpla in

wh y P im a  is  filin g  fo r n e w ra te s  a t th is  tim e . I will a ls o  a d d re s s  P ima 's

compliance  s ta tus .

OVERVIEW GF PIMA'S APPLICATION FOR NEW RATES

WHAT REVENUE INCREASE IS THE COMPANY SEEKING IN THIS

CAS E?

P ima  s e e ks  a  re ve nue  incre a s e  of $337,024 or 13 .90 pe rce nt for wa te r u tility

se rvice  and an increa se  of $369,273 or 10.82 pe rcent for was tewa te r utility se rvice .

Mr. Boura s s a  provide s  a ll the  de ta ils  on the  re ve nue  re quire me nt, including ra te

base , opera ting expenses , ra te  des ign and cost of capita l in his  direct te s timony.

Q- WHEN WAS  P IMA'S  LAS T RATE CAS E ?

The  Compa ny's  la s t ra te  ca se  wa s  file d ba se d on a  te s t ye a r e nding De ce mbe r 31,

2010, with ra te s  be ing a pprove d in De cis ion No. 73573 (Nove mbe r 21, 2012) a nd

be coming e ffe ctive  Nove mbe r 1, 2012. De cis ion No. 73573 wa s  la te r modifie d by

De cis ion No. 73993 in July of 2013 to a llow the  Compa ny to re cove r income  ta xe s .

De cis ion No. 73993 a ls o re quire d the  Compa ny to file  a  full ra te  ca s e  for both its

wa te r a nd wa s te wa te r d ivis ions  by no la te r tha n J une  30, 2017, us ing a  2016

ca lendar yea r te s t yea r.'

Q- WHY IS PIMA FILING FOR NEW RATES AT THIS TIME?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

P ima  ha s  ma de  s ignifica nt pla nt inve s tme nt for both its  wa te r a nd wa s te wa te r

divis ions  s ince  its  la s t ra te  ca se . With the se  s ignifica nt inve s tme nts  s itting outs ide

1 De cis ion No. 73993 (J uly 16, 2013) a t 6:6-7.
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of ra te  ba s e , re ve nue s  from wa te r a nd utility s e rvice s  a re  no longe r a de qua te  to

provide  a  re cove ry of ope ra ting e xpe ns e s  a nd provide  a n opportunity to e a rn our

a uthorize d ra te  of re turn on inve s tme nt. Give n this , the  Compa ny de cide d to file

now using a  2015 ca lendar te s t yea r, ra the r than wa iting another yea r so.

Q- W IL L  T H E  R AT E  C AS E  E XP E N S E  S U R C H AR G E  AP P R O VE D  IN

DE C IS IO N n o .  7 3 5 7 3  C E AS E  B E F O R E  NE W R AT E S  AP P R O VE D IN

THIS  CAS E  G () INTO  E FFE CT?

It s hould. The  s urcha rge  will ce a s e  De ce mbe r 1, 2017, which is  a bout the  time  a

decis ion is  due  in this  ra te  ca se  unde r the  Commiss ion's  time  clock.

Q- YOU MENTIONED SIGNIFICANT PLANT INVESTMENT SINCE THE

LAST RATE CASE?

Ye s . Mr. J one s  dis cus s e s  a ll of the  wa te r a nd wa s te wa te r s ys te m improve me nts

s ince  the  la s t ra te  case  in his  direct te s timony

111.

Q-

MIS CE LLANE O US  IS S UE S

WHAT IS  THE  C O MP ANY' S  C O MP LIANC E  S TATUS ?

To the  be s t of my knowle dge , P ima  is  curre ntly in complia nce  with the  rule s  a nd

re gula tions  of P ima  County, ADEQ, ADWR, a nd the  Commiss ion.

Q. DO E S  THIS  C O NC LUDE  YO UR  DIR E C T TE S TIMO NY?

Ye s .

1

2

3

4

5

6

7

8

9

10

11
12

13

14

15

16

17

18

19 A.

20

21

22

23

24

25

26 2 Direct Tes timony of Ray L. Jones  a t 6-7.
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1.

Q-

INTRODUCTION, PURPOSE AND SUMMARY OF TESTIMONY

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My na me  is  Ra y L. J one s , P .E. My bus ine s s  a ddre s s  is  18835 North Thomps on

Peak Pa rkway, Suite  215, Scottsda le , Arizona  85255.

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

On behalf of the Applicant Pima Utility Company ("Pima" or "Company").

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am the owner and principal of ARICOR Water Solutions LC ("ARICOR"). I am

also Executive Director of the Water Utilities Association of Arizona ("WUAA").

Founded in 1961, WUAA is a non-profit association representing Arizona's

private, regulated water and wastewater utilities.

Q. WHAT WAS YOUR EDUCATIONAL AND EMPLOYMENT

BACKGROUND BEFORE GOING TO WORK FOR ARICOR?

1

2

3

4

5

6

7

8

9

10
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I be ga n my working ca re e r with Citize ns  Utilitie s  Compa ny ("Citize ns ") in 1985 a s

a  S ta ff Engine e r for the  Ma ricopa  County wa te r a nd wa s te wa te r divis ion. I wa s

e mploye d a t Citize ns  for 17  ye a rs , a s ce nding  to  Vice  P re s ide nt a nd  Ge ne ra l

Ma na ge r for the  Arizona  wa te r a nd wa s te wa te r ope ra tions . In  2002, Ame rica n

Wa te r ("Ame rica n") purcha se d the  wa te r a nd wa s te wa te r a s se ts  of Citize ns  a nd I

joine d Ame rica n a s  the  P re s ide nt of Arizona -Ame rica n Compa ny. I le ft Ame rica n

in 2004 to s ta rt ARICOR.

I re ce ive d  a  Ba che lor of S cie nce  in  Civil Engine e ring  in  1985  from the

Unive rs ity o f Ka ns a s , a nd  a  Ma s te r o f Bus ine s s  Adminis tra tion  in  1991  from

Arizona  S ta te  Unive rs ity. I a m a  Re gis te re d P rofe s s iona l Engine e r in Arizona  a nd

Ca lifo rn ia  a nd  a  Gra de  3  Ce rtifie d  Ope ra tor in  Arizona  for a ll four wa te r a nd

wa s te wa te r cla s s ifica tions . s pe cia lize  in  wa te r re s ource  is s ue s , re gula tory

s tra te gie s , ra te  ca s e  filings  a nd wa te r a nd wa s te wa te r utility ma na ge me nt a nd

I
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I

ope ra tions . My re s um e  is  a tta che d a s E xh ib it  RLJ -DT1 .

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION?

In my time with Citizens and American, I prepared or assisted in the preparation of

multiple filings before the Arizona Corporation Commission ("Commission"),

including rate applications and CC&N filings. Since starting ARICOR, I have

prepared several filings and assisted in the preparation of several more filings

before the Commission, including rate applications and CC&N filings. I have also

provided testimony in all of these cases. A summary of my regulatory work

experience is included in my resume attached as Exhibit RLJ-DT1.

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

To support Pima's application for rate relief. Specifically, I will give an overview

of Pima's water system and operations, provide support for plant additions, and

discuss the B-2 schedules.

11. PIMA'S WATER AND WASTEWATER SYSTEM AND OPERATIONS

A. General Overview

WHAT IS YOUR RELATIONSHIP TO PIMA?Q-

I provide consulting services to the water and wastewater companies affiliated with

Robson, including Pima. Specifically, I assist and advise Pima on a variety of

matters related to the ownership and operation of their water and wastewater

system. In my capacity as a consultant to Pima, I have become familiar with their

facilities and operations.

Q- W H O IS ROBSON?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Robson refers to a group of affiliated companies that developed most of the

residential neighborhoods served by Pima. Pima is one of several water and

wastewater utilities regulated by the Commission that is affiliated with Robson.1

1 Direct Testimony of Steven Soriano at 1-2.
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1

2

3 A.

4

5

6

7

8

9

10
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16

17

18
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Q. WOULD YOU DESCRIBE PIMA'S WATER AND WASTEWATER

SYSTEM?

P ima 's  wa te r a nd wa s te wa te r s ys te m is  a n inte gra te d s ys te m s e rving the

L incorpora ted mas te r planned community of S un Lakes  and two s ubdivis ions

immediate ly adjacent to Sun Lakes . P ima's  cus tomer base  is  approximately 96%

res idential, with only a small number of commercial and irrigation cus tomers .

The Pima water system consists  of three water plant s ites  consisting of water

s torage tanks and booster pumps. The water plants  are interconnected by a looped

dis tribution sys tem to provide  sys tem re liability. In addition, the  water plants  a re

designed to provide reliable service through the use of diesel driven booster pumps

and backup generators . The  s ys tem is  des igned to provide  a  1,000-ga llon pe r

minute  fire  flow.

The  wate r plant s ite s  a re  fed by s ix potable  we lls , each with chlorina tion

facilitie s . Four of the  potable  we lls  a re  us ed exclus ive ly for the  potable  wa te r

sys tem, and two of the wells  can be pumped either to the potable water sys tem or

directly to irriga tion cus tomers . Two a dditiona l we lls  a re  de dica te d irriga tion

wells . The combination of dedicated irrigation wells , dedicated potable  wells  and

dua l us e  wells  provides  wate r s upply re liability by a llowing opera tiona l flexibility

to meet customer demands.

The  P ima  was tewa te r tre a tment s ys tem cons is ts  of a  s ingle  2.4 million

gallon per day was tewater reclamation facility ("WRF"). The WRF is  a  sequentia l

batch reactor facility that includes  aerobic diges ters , sand filtration and ultra-violet

dis infection. The  collection s ys tem cons is ts  of a  gravity collection s ys tem with

s ixteen lift s tations  located at various  points  in the collection sys tem.

Effluent from the  WRF is  recycled by direct de livery of recla imed water to

the Oakwood Golf Course . The effluent reuse sys tem includes  five  recharge and

SHAPIRO LAW FIRM
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recovery wells . The  recharge  and recovery wells  a re  used to de liver recovered

e ffluent to the  Oakwood Golf Course  and to die  Phase  III HOA for landscape

watering. All remaining effluent is  recharged into the groundwater aquifer directly

beneath the Pima service area, providing a renewable source of groundwater.

WHAT IS YOUR OPINION OF PIMA'S WATER AND WASTEWATER

FACILITIES AND OPERATIONS?

My obs e rva tions  indica te  tha t P ima 's  wa te r a nd wa s te wa te r fa cilitie s  a re  we ll

de s igne d, we ll ma inta ine d a nd provide  re lia ble  s e rvice  to the  community. P ima 's

ope ra tions  s ta ff is  highly knowle dge a ble  re ga rding wa te r a nd wa s te wa te r s ys te m

opera tions  and opera te  the  sys tems in an e ffective  and e fficient manner.

Q- WHAT IS THE SIGNIFICANCE OF HAVING AN INTEGRATED WATER

AND WASTEWATER SYSTEM?

Historically, Arizona has relied on groundwater supplies to serve water demands.

This  re liance  resulted in s ignificant over-dra fting of groundwater supplies . In

1980, Arizona  adopted the  Groundwa te r Code  of 1980 ("Code"). The Code

implemented s tringent regula tion of groundwate r supplies  by promoting wate r

conservation and requiring the use of renewable supplies.

As an integrated water and wastewater provider, Pima is well positioned to

utilize  renewable  e ffluent supplie s  to mee t wa te r demands  and replenish the

groundwater aquifer below its service area. Pima recognizes that groundwater is a

scarce resource, and through the use of reclaimed (recycled) water for turf facilities

and recharge of the aquifer, Pima is  helping to ensure the long-term sustainable

provision of utility services to its customers.

1
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5 Q.
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WOULD YOU SUMMARIZE PIMA'S WATER CONSERVATION

PROGRAM?

P ima  is  e nrolle d a s  a  re gula te d tie r munic ipa l p rovide r in  ADWR's  Modifie dI I
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•

•

•

•

Non-P e r Ca pita  Cons e rva tion P rogra m ("NP CCP "). As  a  pa rt o f the  progra m,

P ima  re vie we d its  wa te r a nd wa s te wa te r sys te m a nd propose d Be s t Ma na ge me nt

P ra ctice s  ("BMP s ") for imple me nta tion in the  P ima  s e rvice  a re a . On Augus t 24,

2009 ADWR a pprove d the  following BIVIPs  for P ima :

Cus tome r High Wa te r Use  Inquiry Re solution

Cus tome r High Wa te r Use  Notifica tion

Wate r Was te  Inves tiga tions  and Informa tion

Le a k De te ction P rogra m

Mete r Repa ir and/or Replacement P rogram

In addition to the  BMPs , P ima  has  implemented a  Public Educa tion P rogram

as  required by the  NPCCP.

•

Q. W HAT  AR E  T HE  C O MP O NE NT S  O F  P IMA' S  P UB L IC  E D UC AT IO N

P R O G R AM?

P ima  provide s  wa te r cons e rva tion e duca tion through two prima ry communica tion

cha nne ls . Firs t, P ima  provide s  wa te r wis e  tips  to e a ch of its  cus tome rs  through a

n o te  o n  th e  wa te r b ill d u rin g  mo s t mo n th s . P ima  ma ke s AWWA

conse rva tion brochure s  ava ilable  in a ll of the  country clubs  (4) and a t its  Sun Lakes

office s . In  a d d itio n ,  a rtic le s  writte n  b y P ima  a re  p la ce d  in  th e  S u n  La ke s

community newspape r.

Second,

DOE S  P IMA HAVE  A P ROGRAM TO ADDRE S S  WATE R LOS S E S ?

1
2
3
4
5
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20 Q.
21 A.
22
23
24
25
26

Ye s . All wa te r provide rs  in the  P hoe nix Active  Ma na ge me nt Are a  a re  re quire d to

tra ck a nd re port wa te r los s e s  to  ADWR. P ima  clos e ly monitors  this  da ta  a nd

imple me nts  corre ctive  a ction a s  wa rra nte d. P ima  a ls o ha s  a  me te r re pla ce me nt

progra m.
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I IIII I

Q- WHAT IS PIMA'S LOST AND UNACCOUNTED FOR WATER

PERCENTAGE FOR THE TEST YEAR?

7.3%.

Q-

B. Plant Additions Since Last Rate Case

WHAT IS PIMA'S MOST RECENT TEST YEAR USED FOR

RATEMAKING?

The Company's last water and wastewater rate cases were filed based on a 2010

test year.

Q. PLEASE DESCRIBE THE MAJOR WATER PLANT ADDITIONS ADDED

SINCE THE LAST TEST YEAR.

Plant additions for water facilit ies have been primarily for replacement and

upgrading of aging water facilities necessary to maintain safe and reliable service

to Pilna's customers. The most significant projects were replacement of aging

services and meters at a combined cost of $1.2 million. The Company expended in

excess of $300,000 for the replacement and updating of the aging electrical system

at Water Plant No. 1 and the rehabilitation of Well 29B. Other significant projects,

totaling approximately $250,000, include the pump and valve replacements and

tank rehabilitation at Water Plant No. 3, pump, valve and meter replacements at

Water Plant No. 2 and valve replacements at Well 27.
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Q~ PLEASE DESCRIBE THE MAJOR WASTEWATER PLANT ADDITIONS

ADDED SINCE THE LAST WASTEWATER TEST YEAR.

A project to improve the reliability of the wastewater collection system, known as

the Hurt Highway Sewer Force Main Project, included the addition of Lift Station

16 and a new force main to allow for the redirection of sewage flows from over-

loaded lift  stat ions and gravity mains to this new lift  stat ion, significantly

improving the reliability of the collection system. As part of the project, Lift

SHAPIRO LAW FIRM
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S ta tion No. 6 wa s  re ha bilita te d a nd pumps  we re  re pla ce d a t Lift S ta tion No. 2.

This  proje ct wa s  cons tructe d a t a  cos t of $2.3 million.

Anothe r s ignifica nt proje ct wa s  the  routine  re pla ce me nt a nd upgra ding of

fa cilitie s  a t the  Compa ny's  Wa s te wa te r Tre a tme nt P la nt for a  cos t of $1.4 million.

Othe r s ignifica nt wa s te wa te r colle ction proje cts , tota ling ove r $200,000, include d

re ha b ilita tion  o f Lift S ta tion  No . 12 , re bu ild ing  Lift S ta tion  No . 9 ,  upgra d ing

e le ctrica l e quipme nt a nd re pla cing pumps  a t Lift S ta tion  No. 2 , a nd re pla cing

p u m p s  a t  Lift  S ta t io n  No .  4 . In  a d d itio n ,  s ig n ifica n t imp ro ve me n ts  a n d

replacements  were  made  a t a ll of the  Company's  recha rge  and recovery we lls .

111.

Q .

B-2  P LANT S CHE DULE S

DID YO U AS S IS T WITH P R E P AR ATIO N O F  THE  B -2  S C HE DULE S  F O R

THIS  F ILING ?

Yes, I conducted a  review of P ima 's  fixed asse t transactions  s ince  tha t la s t case  and

pre pa re d portions  of the  B-2 Sche dule s  for this  filing.

Q. PLEASE DESCRIBE THE SCOPE OF YOUR REVIEW OF P1MA*S FIXED

ASSET RECORDS.

•

P ima  provide d me  with a  compre he ns ive  lis ting of the ir fixe d a s s e ts . I re vie we d

the  e ntrie s  to de te rmine  if the  pla nt ba la nce s  a t ye a r-e nd 2010 we re  in a gre e me nt

with the  pla nt ba la nce s  a pprove d in De cis ion No. 73573. With re spe ct to the  fixe d

a s s e t tra ns a ctions  s ince  the  la s t ra te  ca s e , working with P ima  ma na ge me nt a nd

ope ra tions  pe rs onne l, individua l le dge r e ntrie s  we re  re vie we d to de te rmine  the

fo llowing:

Is  th e  a s s e t e n try a n  a p p ro p ria te  p la n t e n try p e r th e
NARUC sys te m of a ccounts?

Is  the  a sse t entry cha rged to the  correct utility se rvice?•
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• Is  the  a s s e t e ntry cha rge d to  the  corre ct NARUC pla nt

account?
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Q. WHAT CONCLUSIONS DID YOU REACH AFTER YOUR FIXED ASSET

RECORD REVIEW?

I found Pima's records to be in very good order and in compliance with the

NARUC system of accounts. The asset entries included appropriate retirement of

replaced assets and provided detailed descriptions and good backup documentation.

After examining the records, I recommended minor adjustments to plant increasing

the overall water plant balance by $34,644 and the wastewater plant balance by

$38,470. The adjustments are primarily related to confonning year-end 2010 plant

balances to Decision No. 73573. Overall, the adjustments are small (a 0.22%

adjustment to Pima's water plant balance and a 0.15% adjustment to Pima's

wastewater plant balance), confirming my assessment that Pima's plant records are

in very good order.

Q- CAN YOU SUMMARIZE THE ADJUSTMENTS TO THE WATER PLANT

BALANCES?

Five adjustments were needed to the water plant balances. First, the plant balances

were increased by a net of $42,638 to reconcile and conform the plant balances to

those approved in Decision No. 73573. Second, the plant balances were decreased

by $5,817 to remove an asset belonging to Robson's Picacho Water utility and by

$890 to remove an asset that was inadvertently recorded twice. Third, plant was

reduced by $1,097 to reflect an asset transferred to Pima's sewer division. Finally,

in addition to adjusting plant balances as described above, four assets were

reclassified to more appropriate NARUC plant accounts, and one retirement was

reclassified to a more appropriate NARUC plant account.
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Q. CAN YOU SUMMARIZE THE ADJUSTMENTS TO THE WASTEWATER

PLANT BALANCES?

Yes. Five adjustments were needed to wastewater plant balances. First, plant
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balances were decreased by a net of $16,562 to confonn the plant balances to the

balances approved in Decision No. 73573. Second, in a related adjustment, plant

balances were increased by $35,330 to remove the retirement of assets not allowed

in the plant balance approved in Decision No. 73573. Third, plant balances were

increased by $18,605 to properly record funds received from a developer as CIAC

instead of as a credit to plant. Fourth, plant was increased by $1,097 to reflect an

asset transferred from Pima's water division. Finally, in addition to adjusting plant

balances as described above, several assets were reclassified to more appropriate

NARUC plant accounts, and two retirements were reclassified to more appropriate

NARUC plant accounts.

Q. WHAT DI]) YOU DO NEXT?

The updated asset entries were used to prepare B-2 Schedule, pages 3.6 to 3.11, for

the water division and pages 3.7 to 3. 12 for the sewer division. The updated entries

were also the basis for the adjustments shown on Schedule B-2, page 3 for each

division.

The B-2 Schedules (pages 3.6 to 3. ll for the water division and pages 3.7 to

3.12 for the sewer division) were constructed as follows:

• The book balances for plant and accumulated depreciation
at the end of the last test year were reconciled to the
balances indicated in Decision No. 73573 .

•
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From these reconciled beginning balances, plant additions,
adjustments, retirements, depreciation, accumulated
depreciation and net plant were calculated and brought
forward for each year from the previous test year to year
end 2015.
Depreciation was calculated using rates approved in
appropriate previous decisions through October 2012 and
using depreciation rates approved in Decision No. 73573
from November 2012 forward.
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Q. WHAT IS THE END RESULT OF YOUR REVIEW AND CONSTRUCTION

OF THE B-2 DETAIL SCHEDULES?

The result is calculated plant in service balances and accumulated depreciation

balances for year-end 2015 that are consistent with the NARUC system of accounts

and the previous rate orders. These balances are the appropriate balances to use in

determining Pima's rate base and depreciation expense.

Iv.

Q.

DEPRECIATION RATES

DID YOU REVIEW DEPRECIATION RATES AS PART OF YOUR WORK

ON THIS FILING?

Yes. As part of my preparation of B-2 schedules, I reviewed the net plant balances

of each NARUC plant account on a year-by-year basis to determine if approved

deprecation rates were reflective of actual plant lives experienced by Pima.

Q. WHAT WERE THE FINDINGS OF YOUR REVIEW?

My review indica ted tha t  on average Pima  was  exper iencing plant  l ives  for

pumping equipment that are in excess of the 8-year life indicated by the 12.5%

depreciation rate approved in Decision No. 73573. Specifically,  my review of

retired plant indicates that Pima's pumping equipment typically has a useful life of

between eleven and fifteen years,  depending upon the particular  subaccount of

pumping equipment. I a lso noted that  cer ta in general plant  accounts,  such as

computers  and software,  t ranspor ta t ion equipment  and labora tory equipment

tended to show longer  p lant  l ives  than would be indica ted by the appr oved

depreciation rate.
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Q. WHAT ARE YOUR RECOMMENDATIONS BASED ON YOUR REVIEW?

I am recommending that the pumping equipment depreciation rate be lowered from

12 . 5% (8 -yea r s )  t o  8 . 33% (12 -yea r s )  for  wa t er  a nd 6 . 67% (15  yea r s )  for

wastewater .  I am not recommending any changes to the general plant accounts

SHAPIRO LAW FIRM
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because the plant balances are typically small and changing rates would not have a

material impact on the Company's overall depreciation expense or rate base.

Q. WHY ARE YOU RECOMMENDING DIFFERENT RATES FOR

DEPRECIATION OF WATER PUMPING EQUIPMENT AND

WASTEWATER PUMPING EQUIPMENT?

The difference in my recommendation reflects the current level of accumulated

depreciation for the pumping equipment accounts. For wastewater, accumulated

depreciation is currently at 91.2% of plant in service, indicating that the account

has become over-depreciated relative to actual expected remaining plant life. For

water, accumulated depreciation is only at 44.34% of plant in service, indicating

that the account is more appropriately depreciated relative to expected remaining

plant life. Accordingly, I have recommended a pumping equipment depreciation

rate at the high end of the expected pumping equipment life for wastewater

pumping equipment (15-year life - 6.67% depreciation rate), and a pumping

equipment depreciation rate near the low end of the expected pumping equipment

life for water pumping equipment (12-year life - 8.33% depreciation rate)..

Q~ DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?
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Yes.
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ARICOR 18835 North Thompson Peak Parkway, Suite 215
Scottsdale, Arizona 85255

Water Solutions
Ra y L. J o n e s  P .E.
Principal

EXPERTISE

Mr. Jones founded ARICOR Water Solutions in 2004. Through ARICOR Water Solutions, Mr. Jones offers a  wide
range of engineering and financial analysis services to the private and public sectors. Projects include development of
regulatory strategies and preparing rate cases, including preparation of rate studies, cost of service studies, financial
schedules and testimony for filings before the Arizona Corporation Commission. Services also include consultation
on water and wastewater utility formation, management and opera tions, and va lua tion, including due  diligence
analysis, water resources strategy development and water rights valuation. ARICOR Water Solutions provides water,
wastewater and water resource master planning, water and wastewater facilities design, and owner representation,
including value engineering, program management and construction oversight. Lastly, ARICOR Water Solutions
supports water solutions with contract operations and expert witness testimony and litigation support.

EMP LOYMENT HIS TORY

2002 to 2004 Arizona-American Water Company
President
Responsible for leadership of the Arizona business activities of Arizona-American Water
Company. Key re sponsibilitie s  include  deve loping and eva lua tion new business
opportunitie s , de ve loping s tra te gic pla ns , e s ta blishing e ffe ctive  gove rnme nt a nd
community re la tions , insuring complia nce  with a ll re gula tory re quire me nts , a nd
providing management and guidance to key operations and support personnel.

1998 to 2002 Citizens Water Resources, Arizona Operations
Vice Pres ident and General Manager
Responsible for leadership of the Arizona regulated and unregulated business activities of
Citizens Water Resources. Key responsibilities included developing and evaluation new
business opportunities, developing strategic plans, establishing effective government and
community re la tions , insuring complia nce  with a ll re gula tory re quire me nts , a nd
providing management and guidance to key operations and support personnel.

1990 to 1998 Citizens  Water Res ources , Arizona Operations
Engineering and Development Services  Manager
Responsible  for management of a  diverse group of business growth related activities.
Responsibilities include: marketing of operation and maintenance services (unregulated
business growth), management of new development activity (regulated business growth),
management of enginee ring functions  (infra s tructure  planning and construction),
management of water resources planning and compliance, management of growth-related
regulatory functions (CC&N's and Franchises), and management of capital budgeting
functions and capital accounting functions.

1985 to 1990 Citizens  Water Res ources , Arizona Operations
Civil Engineer
Responsible  for the  planning, coordination and supervision of capita l expansion and
major maintenance and rehabilitation projects as assigned. Responsible for development
of capital program for Maricopa County Operations.

E D U C A T IO N

Arizona State University .- Master of Business Administration (1991)
University of Kansas - Bachelor of Science in Civil Engineering (1985)
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Filing
Year

Utility(ies ) Filing Type(s) Docket(s)

1992 Sun City West Utilities Company
CC&N Extension (Expansion of Sun

City West)
U-2334-92-244

1993
Sun City Water Company
Sun City Sewer Company

CC&N Extension (Addition of Coyote
Lakes)

U-1656-93-060
U-2276-93-060

1993 Tubae Valley Water Co., Inc.
CC&N Extension (Various

Subdivisions on western border)
U-1595-93-241

1993 Sun City West Utilities Company
CC&N Extension (Expansion of Sun

city Wes t)
U-2334-93-293

1995

Citizens Utilities  Company
Sun City Water Company
Sun City Sewer Company
Sun City West Utilities Company
Tubac Valley Water Company

Ratemaking

E-1032-95-417
U-1656-95-417
U-2276-95-417
U-2334-95-417
U-1595-95-417

1996
City Water Company
Sun City Sewer Company

CC&N Extension (Acquis ition of
Youngtown)

U-1656-96-282
U-2276-96-282

1996 Citizens Utilities  Company
CC&N Extension and Deletion

(Realignment of Surprise Bdry.)
E-1032-96-518

I I

ARICQRRay L. Jones P.E.
Page 2 Water samuriérié

P ROFES S IONAL CERTIFICATION

Registered Professional Engineer -- Civil Engineering .- Arizona
Profess ional Engineer - Civil Engineering - California
Certified Operator - Wastewater Treatment, Wastewater Collection, Water Treatment, Water Distribution - Arizona

P ROFES S IONAL AFFILIATIONS

Executive Director - Water Utilities  Association of Arizona
Member - American Society of Professional Engineers
Member - American Society of Civil Engineers
Member - American Water Works Association
Member - Arizona Water Association
Member - Water Environment Federation

CIVIC AND COMMUNITY INV_0LVEMENT

Member - Arizona Water Banking Authority
Board of Directors - Greater Maricopa Foreign Trade Zone (2009 -- Present)
Advisory Member - Water Resources Development Commission (2010 - 2012)
Chairman WESTMARC (2008)
Director and Member of the Executive Committee- WESTMARC (1998 - 2010)
Co-Chairman, WESTMARC Water Committee (2006 - 2007)
Chairman-Elect WESTMARC (2007)
Member - Corporate Contributions Committee, West Valley Fine Arts Council Diamond Ball (Chairman 2005)
Member .- Teclmical Advisory Committee - Governor's Water Management Commission (2001)
Board Member, Manager & Past Chairman -. North Valley Little League Softball

REGULATORY EXP ERIENCE

Testimony has  been provided before the Arizona  Corpora tion Commiss ion in the dockets  lis ted below. Unless
otherwise indicated testimony was provided on behalf of the utility.



Filing
Year Utility(ies) Filing Type(s) Docket(s)

1998 Sun city Water Company
Sun City West Utilities Company

CAP Water Plan and Accounting
Order (Sun Cities CAP plan)

W-0 l656A-98-0577
SW-02334A-98-0577

2000

Citizens Water Resources Company
of Arizona

Citizens Water Services Company
of Arizona

CC&N Extension and Accounting
Order (Ant fen Janka Property and
Phoenix Treatment Agreement)

SW-3455-00- l 022
SW-3454-00~ l022

2000
Citizens Communications Company
Citizens Water Services Company

of Arizona

CC&N Extension and Approval of
Hook-Up Fee (Verrado)

W-0 l32B-00- l043
SW-0354A-00- l043

2002 Arizona-American Water Company Ratemaking

WS-0 l303A-02-0867
WS-0 l303A-02-0868
WS-01303A-02-0869
WS-0]303A-02-0870
WS-0 I303A-02-0908

2004
Arizona-American Water Company
Rancho Cabrillo Water Company
Rancho Cabrillo Sewer Company

CC&N Transfer
WS-0 l303A-04~0089
W-0 l303A-04-0089
SW-03898A-04-0089

2004
I

Johnson Utilities Company, LLC
(Representing Pulte Home
Co oration)

CC&N Extension WS-02987A-04-0288

2005 Perkins Mountain Utility Company
Perkins Mountain Water Company New CC&N & Initial Rates WS-20379A-05-0489

W-20380A-05-0490

2005 West End Water Company CC&N Extension W-01 l 57A-05-706

2005 Arizona-American Water Company
Approvals Associated with
Construction of Surface Water
Treatment Facility

W-0 l303A-05-07]8

2006 Arizona-American Water Company Ratemaking WS-0 l303A-06-0403

2008 Sum°ise Water Company Ratemaking W-02069A-08-0406

2009 Baba Float Water Company Ratemaking WS-0 l678A-09-0376

2009 Aubrey Water Company Lost Water Evaluation (Rate Case
Compliance) W-03476A-06-0425

2009 White Horse Ranch Owner's Assn. Ratemaiking W-04 l61 A-09-047 l

2010 Litchfield Park Service Company Ratemaking W-0 l427A-09-0104

2010 Chino Meadows II Water Company Ratemaking W-02370A- l 0-05 l9

201 l Pima Utility Company Ratemaking w-021999A-11-0329
WS-02l99A-l 1-0330

20] 1

Tusayan Water Development
Association, Inc.

(Representing the Town of
Tusayan)

Ratemaking W-02350A- l0-0 l63

ARICORRay L. Jones P.E.
Page 3 water-s¢auri¢&»s
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Filing
Year Utility(ies) Filing Top¢(s) Docket(s)

2012 Valley Utilities Water Company,
Inc. Ratemaking w-01412A-12-0195

2012 Far West Water & Sewer, Inc. Ratemaking WS-03478A- l2-0307

2012 Sahuarita Water Company, LLC Amend Off-Site Facilities  Hook-Up
Fee W-037]8A-09-0359

2012 New River Utility Company Ratemaking W-0 l737A- l2-0478

2013 Far West Water & Sewer, Inc. New Off-Site Facilities Hook-Up Fees WS-03478A-I3-0200

2012 Adman Mutual Water Company Ratemaking W-0 l 997A_ 12-050 l

2013 Far West Water & Sewer, Inc. CC&N Extension WS-03478A-I3-0250

2013 Lago Del Oro Water Company Ratemaking W-01944A-I3-0215

2013 Lago Del Oro Water Company Financing W-0 l 944A- I3-0242

2012 Sunrise Water Company Financing W-02069A-l2-026 l

2010 Far West Water & Sewer, Inc. CC&N Extension WS-03478A-10-0523

2014 Granite Mountain Water Co., Inc. Ratemaking W-02467A- l4~0230

2014 Chino Meadows  II Water Co., Inc. Ratemaking W-02370A-l4-023l

2014 Quail Creek Water Company Ratemaking W-02514A-14-0343

2015 Cordes Lakes Water Company Ratemaking W-02060A-l5-0245

2015
BN Leasing Corporation
d.b.a. Aubrey Water Company Ratemaking W-03476A-l5-0286

2016 Rio Verde Utilities, Inc. Ratemaking WS-02156A-16-0201

ARICORRay L. Jones P.E.
Page 4 Water Soauneus
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SHAPIRO LAW FIRM, P.C.
Jay L. Shapiro (No. 014650)
1819 E. Morten Avenue, Suite 280
Phoenix, Arizona 85020
Tele hone (602)559-9575
jay{shapslawaz.com

Attorne ys  for P ima  Utility Compa ny
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I.

Q.

INTRODUCTION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My na me  is  Thoma s  J . Boura s s a . My bus ine s s  a ddre s s  is  139 W. Wood Drive ,

P hoe nix, Arizona  85029.

Q- WHAT IS  YO UR P RO FE S S IO N AND BACKG RO UND?

I am a Certified Public Accountant and am self-employed, providing consulting

services to utility companies as well as general accounting services. I have a B.S. in

Chemistry and Accounting from Northern Arizona University (1980) and an M.B.A.

with an emphasis in Finance from the University of Phoenix (1991).

Q. WOULD YOU BRIEFLY SUMMARIZE YOUR PRIOR WORK AND

REGULATORY EXPERIENCE?

A. Prior to becoming a private consultant, I was employed by High-Tech Institute, Inc.,

and served as controller and chief financial officer. Prior to working for High-Tech

Institute, I worked as a division controller for the Apollo Group, Inc. Before joining

the Apollo Group, I was employed at Kozo ran & Ker rode, CPAs. In that position,

I prepared compilations and other write-up work for water and wastewater utilities,

as well as tax returns.

In my private practice, I have prepared and/or assisted in the preparation of

numerous water and wastewater utilities rate applications before the Arizona

Corporation Commission ("Commission"). A copy of my regulatory work

Q.

experience is attached as Exhibit TJB-DT1.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?
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On be ha lf of the  Applica nt, P ima  Utility Compa ny ("P ima " or "Compa ny"). P ima

is  seeking increases  in its  ra te s  and cha rges  for wa te r and was tewa te r utility se rvice

in its  ce rtifica ted se rvice  a rea .
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11.

Q .

OVERVIEW OF PIMA'S REQUEST FOR RATE RELIEF

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

I will te s tify in support of P ima 's  propose d a djus tme nts  to its  ra te s  a nd cha rge s  for

wa te r a nd  wa s te wa te r u tility s e rvice . I a m s pons oring  the  d ire c t s che dule s

(A through C, E through F, a nd H for both divis ions ), which a re  file d concurre ntly

he re with. I wa s  re s pons ible  for the  pre pa ra tion of the s e  s che dule s  ba s e d on my

inve s tiga tion a nd re vie w of P ima 's  re le va nt books  a nd re cords , a lthough I note  dirt

a nothe r witne ss , Ra y Jone s , a s s is te d with the  pla nt, or B sche dule s . P ima  ha s  not

prepa red cos t of se rvice  s tudie s  (G schedules) for e ithe r divis ion. Consequently, the

G Schedules  a re  omitted.

Q. WHY DIDN' T THE  CO MP ANY P RE P ARE  CO S T O F  S E RVICE  S TUDIE S ?

Pima  filed cos t of se rvice  s tudie s  in its  la s t ra te  ca se  and did not fee l it necessa ry to

conduct another s tudy, as  the  previous s tudy was not used to se t ra tes  in the  las t ra te

ca se . Furthe r, be ca use  the  Commiss ion doe s  not ge ne ra lly se t ra te s  for wa te r a nd

wastewa te r utility se rvice  based on cos t of se rvice , and because  the  changes  to the

ra te  de s ign tha t P ima  is  propos ing do not ne ce s s ita te  a  cos t of s e rvice  s tudy, the

s ubs ta ntia l e xpe ns e  of doing a  cos t of s e rvice  s tudy could not be  jus tifie d. I ha ve

taken a  s imila r approach in othe r ca se s  without compla int.
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Q. THANK YO U.  P LE AS E  C O NTINUE .

For conve nie nce , my dire ct te s timony is  be ing file d in two volume s . In this  volume ,

I addre ss  ra te  ba se , income  s ta tement (revenue  and ope ra ting expenses ), required

increase  in revenue , and ra te  des ign and proposed ra te s  and cha rges  for se rvice . In

the  se cond volume , I a ddre ss  cos t of ca pita l a nd sponsor the  D sche dule s . P ima  is

re que s ting a  re turn on common e quity of 11.2 pe rce nt. As  shown on S che dule  D-l,

the  Compa ny's  pro forma  cons olida te d ca pita l s tructure  for ra te ma king purpos e s

cons is ts  of 65 pe rce nt e quity a nd 35 pe rce nt de bt. The  cos t of de bt is  3.42 pe rce nt
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and the weighted average cost of capital is 8.48 percent.

Q- IS THE CAPITAL STRUCTURE DESCRIBED ABOVE THE ACTUAL

CAPITAL STRUCTURE AT THE END OF THE TEST YEAR?

No. The actual capital structure at the end of the test year for Pima was 72.4 percent

equity and 27.6 percent debt. However, the Company recently filed a financing

application to pay-off the existing debt and pay for additional capital improvements.

The resulting capital structure will be approximately 65 percent equity and 35

percent.

1
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Q. PLEASE SUMMARIZE PIMA'S APPLICATION.

Pima is seeking increases for both its water and wastewater divisions. The test year

used by the Company is the 12-month period ending December 31, 2015. The

Company is requesting an 8.48 percent return on its fair value rate base ("FVRB").

The Company also has proposed certain pro forma adjustments to take into account

known and measurable changes to rate base, expenses and revenues for each

division. These pro forma adjustments are contemplated by the Commission's rules

and regulations governing rate applications (see A.A.C. R14-2-103), and they are

necessary to obtain a more normal or realistic relationship between revenues,

expenses and rate base on a going-forward basis.

The fair value rate base for Pima's water division is $7,806, 162. The increase

in revenues to provide for recovery of operating expenses and an 8.48 percent return

on rate base is approximately $337,024, an increase of approximately 13.90 percent

over the adjusted and annualized test year revenues. The fair value rate base for

Pima's wastewater division is $8,592,112. The increase in revenues to provide for

recovery of operat ing expenses and an 8.48 percent  return on rate base is

approximately $369,273, an increase of approximately 10.82 percent over the

adjusted and annualized test year revenues.
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Q.

PIMA WATER DIVISION RATE APPLICATION

A. Summarv of A, E and F Schedules

PLEASE DESCRIBE THE SCHEDULES FOR THE WATER DIVISION

LABELED A, E, AND F.

The  A-1 Sche dule  is  a  summa ry of the  wa te r divis ion ra te  ba se , ope ra ting income ,

curre nt ope ra ting ma rgin, re quire d ope ra ting ma rgin, ope ra ting income  de ficie ncy,

a nd the  incre a s e  in gros s  re ve nue . Re ve nue s  a t pre s e nt a nd propos e d cus tome r

class ifica tions  a re  a lso shown on this  schedule .

The  A-2 Schedule  is  a  summary of results  of opera tions  for the  tes t year, prior

years, and a  projected year a t present ra tes and proposed ra tes.

Sche dule  A-3 conta ins  the  Conlpa ny's  ca pita l s tructure  for the  te s t ye a r a nd

the  two prior ye a rs .

Schedule  A-4 conta ins  the  plant cons truction and plant-in-se rvice  for the  te s t

yea r and prior yea rs . The  projected plant additions  a re  a lso shown on this  schedule .

Schedule  A-5 is  the  summary of the  Company's  changes  in financia l pos ition

(cash flow) for the  prior two years , the  tes t year a t present ra tes , and a  projected year

at present and proposed ra tes.

The  E S che dule s  a re  ba se d on the  Compa ny's  a ctua l ope ra ting re sults , a s

re porte d by the  Compa ny in a nnua l re ports  file d with the  Commis s ion. The  E-l

Schedule  conta ins  the  compara tive  ba lance  shee t da ta  for the  years  2013, 2014, and

2015 ended on December 31.

Schedule  E-2, page 1, conta ins the  income sta tement for the  years 2013, 2014,

and 2015 ended on December 31.

Schedule  E-3 conta ins  the  s ta tements  of changes  in the  Company's  financia l

pos ition for the  te s t yea r and the  two prior yea rs .

Schedule  E-4 provides  the  changes  in membership equity.
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Schedule E-5 contains the Company's plant-in-service at the end of the test

year, and one year prior to the end of the test year.

Schedule E-7 contains operating statistics for the years ended2013, 2014, and

2015 ended on December 31 .

Schedule E-8 contains the taxes charged to operations.

The accountant 's notes to the financial statements and the financial

assumptions used in preparing the rate filing schedules are shown on Schedules E-9

and F-4, respectively, in accordance with the Commission's standard filing

requirements. The Company does prepare audited financial statements. Copies are

attached as Exhibit TJB-DT2.

Schedule F-1 contains the results of operations at the present rates (actual and

adjusted), and at proposed rates.

Schedule F-2 contains the summary of changes in financial position (cash

flow) for the prior two years, the test year at present rates, and a projected year at

present and proposed rates.

Schedule F-3 shows the Company's projected construction requirements for

2016, 2017, 2018.

Schedule F-4 contains the assumptions used in developing the adjustments

and projections contained in the rate tiling.

Q-

B. Rate Base (B Schedules)

WOULD YOU EXPLAIN THE RATE BASE SCHEDULES, WHICH ARE

LABELED AS THE B SCHEDULES?
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Yes. I will start with Schedule B-5, which is the cash working capital allowance.

Pima's proposed cash working capital allowance for the water division is based upon

a lead-lag study.
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Q- PLEASE CONTINUE.

The Company did not tile Schedules B-3 and B-4 for the water division. To limit

issues in dispute, Pima is requesting that its original cost rate base ("OCRB") for the

water division be used as the FVRB.

Q- HAVE YOU PREPARED SCHEDULES SHOWING ADJ USTMENTS TO

THE WATER DMSION'S ORIGINAL COST RATE BASE?

Yes. Schedule B-2 shows adjustments to the water division's OCRB proposed by

the Company. Schedule  B-2 ,  pages 2  through 6 ,  provides the suppor t ing

information. These adj ustments are, in summary:

B-2 adjustment number 1, as shown on Schedule B-2, page 2, adjusts plant-

in-service. There are a number of plant- in-service adjustments included in

Adjustment l. These are shown on Schedule B-2, page 3, and are labeled as

adjustments "A," "B," "C," "D," and "E."

Adjustment A of B-2 adjustment number 1 adjusts plant-in-service to reflect

the balances approved in the last rate decision. This plant adjustment is discussed in

more detail in the Direct Testimony of Ray Jones. 1

Adjustment B of B-2 adjustment number 1 adjusts plant-in-service to remove

plant charged in error. This plant adjustment is also discussed in more detail in Mr.

Jones' direct.2

Adjustment C of B-2 adjustment number l adjusts plant-in-service to reflect

the transfer for plant from the water division to the wastewater division. The plant

transfer is discussed in more detail in Mr. Jones' direct.3

1  1

2 A.

3

4

5

6

7 A.

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22
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24

25

26

1 Direct Testimony of Ray L. Jones ("Jones Dr.") at 8.

2 Id.

3 Id.
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Adjus tme nt D of B-2 a djus tme nt numbe r 1 a djus ts  pla nt-in-se rvice  to re fle ct

pla nt re cla s s ifica tions  be twe e n the  va rious  pla nt a ccounts . This  a djus tme nt is  a lso

discussed in more  de ta il in Mr. Jones ' direct.4 The  ne t adjus tment to plant-in-se rvice

is  ze ro.

Adjus tme nt E of B-2 a djus tme nt numbe r l a djus ts  pla nt to re concile  to the

re cons tructe d pla nt ba la nce s , which a re  shown on the  Compa ny's  B-2 pla nt de ta il

s che dule  (B-2 pa ge s  3.6 to 3.11). The  pla nt re cons tructe d ba la nce s  s ta rt with the

ba la nce s  a pprove d in the  la s t ra te  ca s e  a nd include  the  a ctivity (a dditions  a nd

re tirements) from the  end of the  las t tes t year through the  end of the  current tes t year

Q. P LE AS E  C O NTINUE .

Adjus tme nt 2 shown on S che dule  B-2, pa ge  2, a djus ts  a ccumula te d de pre cia tion

The  de ta ils  of the  accumula ted deprecia tion adjus tment a re  shown on Schedule  B-2

page  4. The re  a re  two plant-in-se rvice  adjus tments  included in Adjus tment 2. These

are  shown on Schedule  B-2, page  4, and a re  labe led as  adjus tments  "A" and "B

Adjus tment A of B-2 adjus tment number 2 adjus ts  a ccumula ted deprecia tion

for the  propose d re cla s s ifica tions  a s  discusse d in Adjus tme nt D of B-2 a djus tme nt

numbe r 1.

Adjus tment B of B-2 adjus tment number 2 adjus ts  a ccumula ted deprecia tion

to re flect the  recomputed amounts  of a ccumula ted deprecia tion pe r the  Company's

wa te r divis ion B-2 plant de ta il schedule  (Schedule  B-2 pages  3.6 to 3.11).

DO  T HE  P LANT -IN-S E R VIC E  AND AC C UMULAT E D DE P R E C IAT IO N

B ALANC E S  S HO WN O N B -2  R E F LE C T THE  LAS T C O MMIS S IO N R ATE

O RDE R?

Ye s . The  cons mction of the  p la nt a nd a ccumula te d de pre cia tion ba la nce s is

1
2
3
4

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21 Q.
22
23
24
25
26 4 Id.
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discussed in Mr. Jones ' direct.5

Q, P LE AS E  C O NTINUE .

B-2 adjus tment number 3 shown on Schedule  B-2, page  5, adjus ts  the  accumula ted

a mortiza tion  ba la nce  o f con tribu tions -in -a id  o f cons truc tion  ("CIAC") to  the

re compute d a mount re fle cting the  a nnua l compos ite  de pre cia tion ra te  for pla nt-in-

se rvice .

Q- PLEASE DISCUSS THE ACCUMULATED DEFERRED INCOME TAXES

ADJ USTMENT FOR THE WATER DWISION.

B-2 adjustment number 4, shown on Schedule  B-2, page  2, re flects  imputed deferred

income taxes a t the  end of the  test year. Pima 's  computa tion is  based on the  adj used

pla nt-in-s e rvice , a ccumula te d de pre cia tion, AMC, a nd CIAC ba la nce s  for both

divisions in the  instant case  and the  adjusted tax basis  of its  asse ts  using the  effective

ta x ra te s  compute d on the  S che dule  C-3, pa ge  2. Upon de te rmina tion of the  tota l

accumula ted de fe rred income  taxes  ("ADIT") ba lance  for P ima 's  wa te r divis ion, the

ADIT is  a lloca ted based upon the  proportion of the  wa te r divis ion's  ra te  base  to the

to ta l ra te  ba s e  of bo th  d ivis ions . The  de ta il o f P ima 's  de fe rre d  income  ta x

computa tion is  shown on Schedule  B-2, pages  6.

Q- PLEASE DISCUSS THE WORKING CAPITAL ADJ USTMENT FOR THE

WATER DIvIs 10n .

B-2 adjus tment number 6, shown on Schedule  B-2, page 2, re flects  P ima 's  proposed

cash working capita l a llowance  of $59,729, which is  based upon a  lead-lag s tudy and

is  summarized on Schedule  B-5.

Q. HO W WAS  THE  P R O P O S E D " F AIR  VALUE "  R ATE  B AS E  S HO WN O N

S C HE DULE  A-1  DE TE R MINE D?
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26 5 Jones Dr. a t 9-11.
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As sta ted, the F VR B shown on Schedule  A-1 is  based on OCRB, with no adjus tment

for the  current va lues  of d'le  Company's  plant and prope rty.

Q-

C. I;1come_s tatement (Q Schedules )

P LE AS E  E XP LAIN THE  ADJ US TME NTS  YO U ARE  P RO P O S ING  TO  THE

WATE R  Div is io n  INC O ME  S TATE ME NT AS  S HO WN O N S C HE DULE S

C-1  AND C-2 .

The  following is  a  summa ry of a djus tme nts  shown on S che dule  C-1, the  de ta ils  of

which a re  found on Schedule  C-2, pages  2 through 8:

Adjus tme nt 1 a nnua lize d de pre cia tion e xpe nse . The  propose d de pre cia tion

ra te  for e a ch compone nt of utility pla nt is  s hown on S che dule  C-2, pa ge  2. The

deprecia tion ra te s  approved in the  wa te r divis ion's  la s t ra te  case  were  plant account

s pe cific ra te s . The  Compa ny propos e s  to us e  a ccount s pe cific ra te s  on a  going

forwa rd ba s is , which include s  a  ra te  cha nge  to a ccount 311 - Ele ctric P umping

Equipme nt. The  Compa ny propos e s  tha t the  de pre cia tion ra te  be  lowe re d from

12.5 pe rce nt (8-ye a rs ) to 8.33 pe rce nt (12-ye a rs ). The  propos e d cha nge  to the

de pre cia tion ra te  for pumping e quipme nt is  dis cus se d in more  de ta il in Mr. Jone s '

direct.6

Adjus tment 2 increases  the  property taxes  based on proposed revenues . The

de ta ils  of the  computa tion a re  shown on Schedule  C-2, page  3.

Adjus tme nt 3 shows  the  ra te  ca se  e xpe nse  e s tima te d by the  Compa ny. The

Compa ny e s tima te s  ra te  ca se  e xpe nse  for the  wa te r divis ion of $175,000, which is

ha lf of the  tota l amount requested. The  Company proposes tha t ra te  case  expense  be

recove red ove r five  yea rs  because  it be lieves  a  five -yea r cycle  for future  ra te  ca se s

is  re a sona ble  give n this  utility's  circumsta nce s .

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

2 1

22

23

2 4

25

2 6 6 J one s  Dt. a t 11.
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Adjus tme nt 4 a nnua lize d re ve nue s  to the  ye a r-e nd numbe r of cus tome rs .

The  annualiza tion of revenues is  based on the  number of customers  a t the  end of the

tes t year, compared to the  actua l number of customers  during each month of the  tes t

year. Average  revenues  pe r cus tomer by month were  computed for the  te s t yea r and

then multiplied by the  increase  (or decrease ) in number of cus tomers  for each month

of the  te s t ye a r. The  tota l of the  monthly re ve nue  cha nge  compris e s  the  re ve nue

a nnua liza tion tota ling $(551). In a ddition to the  downwa rd a djus tme nt in re ve nue s ,

purchased power expense, chemicals expense, and office expense have been adjusted

downward by $29, $2, and $2, re spective ly, to re flect the  change  in pumping power

e xpe nse , tre a tme nt cos ts , a nd pos ta ge  re la te d to the  a nticipa te d a dditiona l ga llons

sold.
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Ad ju s tme n t n u mb e r 5  re fle c ts  P ima 's  p ro p o s e d  u s a g e  n o rma liza tio n

a djus tme nt to the  wa te r divis ion re ve nue s . P ima 's  usa ge  norma liza tion a djus tme nt

reduces  me te red revenues  by $35,413 and is  based on the  trend in cus tomer wa te r

us a ge  by cus tome r cla s s  me a s ure d ove r the  pa s t five  ye a rs . I ha ve  us e d s imila r

methods to estimate  changes in usage  (i.e . declining usage  adjustment) in past cases

be fore  the  Commiss ion.7 In addition to the  reduction in revenues , purchased power

e xpe ns e , a nd  che mica ls  e xpe ns e  ha ve  be e n  re duce d  by $3 ,492 , a nd  $616 ,

re s pe ctive ly, to re fle ct the  re duce d pumping powe r e xpe ns e  a nd tre a tme nt cos ts

re la ted to the  anticipa ted reduction in ga llons  sold.

Adjus tment 6 adjus ts  inte re s t expense  to re flect inte re s t synchroniza tion with

the  wa te r divis ion ra te  base .

7 S e e  EP COR Wa te r Arizona , Inc., De cis ion No. 75268 (S e pte mbe r 8, 2015). EP COR
Wa te r Arizona , Inc.'s  propos e d de clining us a ge  a djus tme nt wa s  a dopte d. S e e  Libe rty
Utilitie s  (Litchfie ld P a rk Wa te r & S e we r) Corp., De cis ion No. 74437 (April 18, 2014). The
Commis s ion prove d the  se ttle me nt be twe e n the  pa rtie s , which include d Libe rty Utilitie s
(Litchfie ld P a r Wa te r & S e we r) Corp.'s  propose d de clining usa ge  a djus tme nt.
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Adjus tment 7 re flects  income  taxes  based upon the  wa te r divis ion's  adjus ted

te s t ye a r re ve nue  a nd e xpe ns e . The  computa tion of the  e ffe ctive  income  ta x ra te

follows  the  framework se t-forth in Decis ion 73379 (Februa ry 22, 20 la ) for tax pa ss -

through e ntitie s .

Q.

D. Ra te  Des ign (H Schedules )

WHAT ARE  P IMA' S  P RE S E NT RATE S  FO R WATE R S E RVICE ?

The present ra tes  are  se t forth on Schedule  H-3, pages 1 and 2.

Q. WHAT ARE PIMA'S PROPOSED RATES FOR WATER SERVICE?

The proposed ra tes  a re  se t forth on Schedule  H-3, pages 1 and 2.

Q. WHAT METER S IZE IS  THE MAJ ORITY OF CUS TOMERS  ON AND

WHAT WAS  THE AVERAGE MONTHLY BILL DURING THE TES T

YEAR?

The  la rge s t cus tome r cla s s  is  the  5/8 x 3/4 inch re s ide ntia l cla s s  which compris e s

ove r 95 pe rce nt of the  cus tome r ba s e . As  s hown on S che dule  H-2, pa ge  l, the

a ve ra ge  monthly bill unde r pre se nt ra te s  for a  5/8 X 3/4 inch re s ide ntia l cus tome r

using an average  5,869 ga llons  is  $12.12.

Q- WHAT WILL BE THE 5/8 X 3/4 INCH RES IDENTIAL CUS TOMER

AVERAGE MONTHLY BILL UNDER THE NEW RATES?

As shown on S che dule  H-2, pa ge  l, the  a ve ra ge  monthly bill unde r propose d ra te s

for a  5/8 x 3/4 inch re s identia l cus tomer us ing an ave rage  5,869 ga llons  is  $13.94 .-

a  $1 .83 increase  over the  present monthly bill or a  15.06 percent increase .

1
2
3
4
5
6
7
8
9

10
11
12
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14
15
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17
18
19
20
21
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23
24 A.
25
26

Q- IS  P IMA P ROP OS ING CHANGES  TO THE WATER Dlvls lo n  RATE

DESIGN?

No. P ima  continue s  to propose  a  conse rva tion-orie nte d inve rte d 3-tie r ra te  de s ign

for the  3/4 inch a nd s ma lle r re s ide ntia l me te re d cus tome rs  a nd a  cons e rva tion-

orie nte d inve rte d 2-tie r ra te  de s ign for the  3/4 inch a nd la rge r me te re d comme rcia l
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and irrigation customers. No changes to the current break-over points are proposed.

The proposed rates reflect revenue recovery from the monthly fixed charges of about

45. 13 percent, approximately the same as revenue recovery under present rates.

Q- ARE THERE ANY PROPOSED CHANGES TO PIMA WATER DMSION'S

MISCELLANEOUS SERVICE CHARGES?

No.

Q. ARE THERE ANY PROPOSED CHANGES TO THE METER AND

SERVICE LINE INSTALLATION CHARGES?

No.

Iv.
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Q.

PIMA - WASTEWATER D1v1sIon RATE APPLICATION

A. Summand of A.. E and F Schedules

MR. BOURASSA, LET'S TURN TO PIMA'S WASTEWATER D1v1s1on

SCHEDULES. PLEASE DESCRIBE THE SCHEDULES LABELED AS A, E,

AND F.

The A-1 Schedule is a summary of the wastewater division rate base, operating

income, current operating margin, required operating margin, operating income

deficiency, and the increase in gross revenue. Revenues at present and proposed

customer classifications are also shown on this schedule.

The A-2 Schedule is a summary of results of the wastewater division

operations for the test year, prior years, and a projected year at present rates and

proposed rates.

Schedule A-3 contains the Company's capital structure for the test year and

the two prior years.

Schedule A-4 contains the wastewater division plant construction and plant-

in-service for the test year and prior years. The projected plant additions are also

shown on this schedule.
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Schedule  A-5 is  the  summary of die  Company's  changes  in financia l pos ition

(cash flow) for the  prior two years , the  tes t year a t present ra tes , and a  projected year

at present and proposed ra tes.

The  E S che dule s  a re  ba se d on the  Compa ny's  a ctua l ope ra ting re sults , a s

re porte d by the  Compa ny in a nnua l re ports  file d with the  Commis s ion. The  E-l

Schedule  conta ins  the  compara tive  ba lance  shee t da ta  for the  years  2013, 2014, and

2015 ended on December 31 .

Schedule  E-2, page 1, conta ins the  income sta tement for the  years 2013, 2014,

and2015 ended on December 31 .

Schedule  E-3 conta ins  the  s ta tements  of changes  in the  Company's  financia l

pos ition for the  te s t yea r and the  two prior yea rs .

Schedule  E-4 provides  the  changes  in membership equity.

Schedule  E-5 conta ins  the  Company's  was tewa te r divis ion plant-in-se rvice  a t

the  end of the  tes t year, and one  year prior to the  end of the  tes t year.

Schedule  E-7 conta ins  opera ting s ta tis tics  for the  years  ended2013, 2014, and

2015 ended on December 31.

Schedule  E-8 conta ins  the  taxes  charged to opera tions.

The  a ccoun ta n t's  no te s  to  the  fina nc ia l s ta te me n ts  a nd  the  fina nc ia l

assumptions  used in preparing the  ra te  filing schedules  a re  shown on Schedules  E-9

a nd  F-4 , re s pe c tive ly,  in  a cco rda nce  with  the  Commis s ion 's  s ta nda rd  filing

requirements . The  Company does  prepa re  audited financia l s ta tements . Copie s  a re

attached as Exh ib it  TJ B-DT2.

S che dule  F-1 conta ins  the  re s ults  of wa s te wa te r divis ion ope ra tions  a t the

present ra tes  (actual and adjusted), and a t proposed ra tes .

SHAPIRO LAW FIRM
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S che dule  F-2 conta ins  the  s umma ry of cha nge s  in fina ncia l pos ition (ca s h

flow) for the  prior two ye a rs , the  te s t ye a r a t pre se nt ra te s , a nd a  proje cte d ye a r a t

present and proposed ra tes.

Schedule  F-3 shows  die  Company's  projected cons truction requirements  for

2016, 2017, 2018 for the  was tewa te r divis ion.

Sche dule  F-4 conta ins  the  a ssumptions  use d in de ve loping the  a djus tme nts

a nd proje ctions  conta ine d in the  ra te  filing.

Q-

B. Rate Base (B Schedules)

WOULD YOU EXPLAIN THE RATE BASE SCHEDULES FOR THE

WASTEWATER DIVISION,  WHICH ARE LAB ELED AS THE B

SCHEDULES?

Yes. I will start with Schedule B-5, which is the cash working capital allowance.

Pima's proposed cash working capital allowance for the wastewater division is based

upon a lead-lag study.

Q~ PLEASE CONTINUE.

The Company did not File Schedules B-3 and B-4 for the wastewater division.

To limit issues in dispute, Pima is requesting that its OCRB for the wastewater

division be used as the FVRB.

Q. HAVE YOU PREPARED SCHEDULES SHOWING ADJ USTMENTS TO

THE WASTEWATER DMSION'S ORIGINAL COST RATE BASE?

1

2

3

4

5

6

7

8

9

1 0
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1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9
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2 1

2 2
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2 4
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Yes. Schedule  B-2 shows adjus tments  to the  was tewa te r divis ion's  OCRB proposed

by the  Compa ny. S che dule  B-2, pa ge s  2  through 6, provide s  the  s upporting

informa tion. The se  a djus tme nts  a re , in smnma ry:

B-2 adjus tment number 1, a s  shown on Schedule  B-2, page  2, adjus ts  plant-

in-s e rvice . The re  a re  a  numbe r o f p la n t-in -s e rvice  a d jus tme n ts  inc lude d  in
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a djus tme nt 1. The s e  a re  s hown on S che dule  B-2, pa ge  3, a nd a re  la be le d a s

a djus tme nts  "A," "B," "C," "D," "E," a nd "F."

Adjus tme nt A of B-2 a djus tme nt numbe r l a djus ts  pla nt-in-s e rvice  to re fle ct

the  ba lances  approved in the  la s t ra te  decis ion. This  plant adjus tment is  discussed in

more  de ta il in Mr. Jone s ' dire ct.8

Adjus tme nt B of B-2 a djus tme nt numbe r l a djus ts  pla nt-in-se rvice  to re ve rse

a  re tire me nt of dis a llowe d pla nt. This  pla nt a djus tme nt is  a ls o dis cus s e d in more

de ta il in Mr. Jone s ' dire ct.9

Adjus tme nt C of B-2 a djus tme nt numbe r 1 a djus ts  pla nt-in-se rvice  to re fle ct

the  re cla s s ifica tion of de ve lope r funds  to CIAC. The  re cla s s ifica tion of pla nt is

Adjus tme nt D of B-2 a djus tme nt numbe r l a djus ts  pla nt-in-se rvice  to re fle ct

the  transfe r for plant from the  wa te r divis ion to the  was tewa te r divis ion. The  transfe r

of pla nt is  dis cus se d in more  de ta il in Mr. Jone s ' dire ct."

Adjus tme nt E of B-2 a djus tme nt numbe r 1 a djus ts  pla nt-in-se wice  to re fle ct

pla nt re cla s s ifica tions  be twe e n the  va rious  pla nt a ccotmts . This  a djus tme nt is  a lso

dis cus s e d in more  de ta il in Mr. J one s ' dire ct.12 The  ne t a djus tme nt to pla nt-in-

se rvice  is  ze ro.

Adjus tme nt F of B-2 a djus tme nt numbe r l a djus ts  pla nt to re concile  to the

reconstructed plant ba lances , which ba lances  a re  shown on the  Company's  B-2 plant

de ta il schedule  (B-2 pages  3.6 to 3.11). The  plant recons tructed ba lances  s ta rt with
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8 J one s  Dr. a t 8-9 .

9  J one s  Dt. a t 9 .

10 Id .

11Id .

12 Id .
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the  ba la nce s  a pprove d in the  la s t ra te  ca se , a nd include  the  a ctivity (a dditions  a nd

re tirements) from the  end of the  las t tes t year through the  end of the  current tes t year.

Q. P LE AS E  C O NTINUE .

Adjus tme nt 2 shown on S che dule  B-2, pa ge  2, a djus ts  a ccumula te d de pre cia tion.

The  de ta ils  of the  accumula ted deprecia tion adjus tment a re  shown a  Schedule  B-2,

page  4. The re  a re  two plant-in-se rvice  adjus tments  included in Adjus tment 2. These

a re  shown on Schedule  B-2, page  4, and a re  labe led as  adjus tments  "A" and "B."

Adjus tment A of B-2 adjus tment number 2 adjus ts  a ccumula ted deprecia tion

for the  propose d re cla s s ifica tions  a s  discusse d in Adjus tme nt E of B-2 a djus tme nt

numbe r 1.

Adjus tment B of B-2 adjus tment number 2 adjus ts  a ccumula ted deprecia tion

to re fle ct the  recomputed amounts  of a ccumula ted deprecia tion pe r the  Company's

was tewa te r divis ion B-2 plant de ta il schedule  (Schedule  B-2 pages  3.6 to 3.11).

Q. DO  T HE  P LANT -IN-S E R VIC E  AND AC C UMULAT E D DE P R E C IAT IO N

B ALANC E S S HO WN o n S C HE D UL E  B - 2  R E F L E C T T HE LAS T

C O MMIS S IO N R ATE  O R DE R ?

Ye s . The  cons truction of the  pla nt a nd a ccumula te d de pre cia tion ba la nce s  is

discussed in Mr. Jones ' direct.13

Q. P LE AS E  C O NTINUE .

B-2 adjus tment number 3 shown on Schedule  B-2, page  5, adjus ts  the  accumula ted

a mortiza tion ba la nce  of CIAC to the  re compute d a mount re fle cting the  a nnua l

compos ite  de pre cia tion ra te  for pla nt-in-se rvice .

Q. PLEASE DISCUSS THE ADIT ADJ USTMENT FOR THE WASTEWATER

DIVISION.
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1 3 J one s  Dt. a t 9-11.
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B-2 adjustment number 4, shown on Schedule  B-2, page  2, re flects  imputed deferred

income taxes a t the  end of the  test year. Pima 's  computa tion is  based on the  adjusted

pla nt-in-s e rvice , a ccumula te d de pre cia tion, AIAC, a nd CIAC ba la nce s  for both

divisions in the  instant case  and the  adjusted tax basis  of its  asse ts  using the  effective

ta x ra te s  compute d on the  S che dule  C-3, pa ge  2. Upon de te rmina tion of the  tota l

ADIT ba lance  for P ima 's  was tewa te r divis ion, the  ADIT is  a lloca ted based upon the

proportion of the  wa s te wa te r divis ion 's  ra te  ba s e  to  the  tota l ra te  ba s e  of both

divis ions . The  de ta il of P ima 's  de fe rre d income  ta x computa tion is  s hown on

Schedule  B-2, pages 6.

Q- PLEASE DISCUSS THE WORKING CAPITAL ADJ USTMENT FOR THE

WASTEWATER DIVISION.

B-2 adjus tment number 6, shown on Schedule  B-2, page  2, re flects  P ima 's  proposed

cash working capita l a llowance  of $92,277, which is  based upon a  lead-lag s tudy and

is  summarized on Schedule  B-5.

Q. HO W WAS  THE  P R O P O S E D " F AIR  VALUE "  R ATE  B AS E  S HO WN O N

S C HE DULE  A-1  DE TE R MINE D?

As s ta ted, the  FVRB shown on Schedule  A-1 is  based on OCRB, with no adjus tment

for the  current va lues  of the  Company's  plant and prope rty.
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Q-

C . Income  S ta tement (C Schedules )

P LE AS E  E XP LAIN THE  ADJ US TME NTS  YO U ARE  P RO P O S ING  TO  THE

W AS T E W AT E R  D IVIS IO N  IN C O ME  S T AT E ME N T  AS  S H O W N  O N

S CHEDULES  C-1  AND C-2 .

The  following is  a  summa ry of a djus tme nts  shown on S che dule  C-1, the  de ta ils  of

which a re  found on Schedule  C-2, pages  2 through 7:

Adjus tme nt l a nnua lize d de pre cia tion e xpe nse . The  propose d de pre cia tion

ra te  for e a ch compone nt of utility pla nt is  s hown on S che dule  C-2, pa ge  2. The
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de pre c ia tion ra te s  a pprove d in  the  wa s te wa te r d ivis ion 's  la s t ra te  ca s e  we re  p la nt

a ccount s pe c ific  ra te s . The  Compa ny propos e s  to  us e  a ccount s pe c ific  ra te s  on a

g o in g  fo rwa rd  b a s is  wh ic h  in c lu d e s  a  ra te  c h a n g e  to  a c c o u n t 3 7 1  - P u m p in g

Equipme nt. Th e  C o m p a n y p ro p o s e s  th e  d e p re c ia tio n  ra te  b e  lo we re d  fro m

12.5  pe rce n t (8  ye a rs ) to  6 .67  pe rce n t (15  ye a rs ). The  p ropos e d  c ha nge  to  the

de pre c ia tion ra te  for pumping e quipme nt is  d is cus s e d in  more  de ta il in  Mr. J one s '

difeQt_14

Adjus tme n t 2  inc re a s e s  the  p rope rty ta xe s  ba s e d  on  p ropos e d  re ve nue s .

The  de ta ils  of the  computa tion a re  s hown on S che dule  C-2, pa ge  3.

Ad ju s tm e n t 3  s h o ws  th e  ra te  c a s e  e xp e n s e  e s tim a te d  b y th e  C o m p a n y.

The  Compa ny e s tima te s  ra te  ca s e  e xpe ns e  for the  wa s te wa te r divis ion of $175,000,

which is  ha lf of the  tota l a mount re que s te d. P ima  propos e s  tha t ra te  ca s e  e xpe ns e  be

re cove re d ove r five  ye a rs  be ca us e  it be lie ve s  a  five -ye a r cycle  for future  ra te  ca s e s

is  re a s ona ble  give n this  utility's  c ircums ta nce s .

Adjus tme nt 4  a nnua lize d  re ve nue s  to  the  ye a r-e nd  numbe r o f c us tome rs .

The  a nnua liza tion of re ve nue s  is  ba s e d on the  numbe r of cus tome rs  a t the  e nd of the

te s t ye a r compa re d to the  a ctua l numbe r of cus tome rs  during e a ch month of the  te s t

ye a r. Ave ra ge  re ve nue s  pe r cus tome r by month we re  compute d for the  te s t ye a r a nd

the n multiplie d by the  incre a s e  (or de cre a s e ) in numbe r of cus tome rs  for e a ch month

of the  te s t ye a r. The  to ta l o f the  month ly re ve nue  cha nge  compris e s  the  re ve nue

a nnua liza tion  to ta ling  $3 ,884 . In  a dd ition  to  the  upwa rd  a d jus tme nt in  re ve nue s ,

purcha s e d powe r e xpe ns e , s ludge  re mova l e xpe ns e , che mica ls  e xpe ns e , a nd office

e xpe ns e  ha ve  be e n a djus te d upwa rd by $42, $108, $83, a nd $16, re s pe c tive ly, to

re fle ct the  cha nge  in pumping powe r e xpe ns e , s ludge  re mova l, tre a tme nt cos ts , a nd
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postage related to the anticipated additional gallons sold.

Adjustment 5 adjusts interest expense to reflect interest synchronization with

the wastewater division rate base.

Adjustment 6 reflects income taxes based upon the wastewater division's

adjusted test year revenue and expense. The computation of the effective income

tax rate follows the framework set-forth in Decision No. 73993 for tax pass-through

entities.

Q.

D. Rate Design (H Schedules)

WHAT ARE PIMA'S PRESENT RATES FOR WASTEWATER SERVICE?

The present rates are set forth on Schedule H-3, pages 1 and 2.

Q. WHAT ARE PIMA'S PROPOSED RATES FOR WASTEWATER SERVICE?

The proposed rates are set forth on Schedule H-3, pages 1 and 2.

Q. WHAT METER S IZE IS  THE MAJ ORITY OF CUS TOMERS  ON AND

WHAT WAS THE MONTHLY BILL DURING THE TEST YEAR?

The largest customer class is the 5/8 x 3/4 inch residential class that comprises nearly

97 percent of the wastewater division's customer base. As shown on Schedule H-2,

page l, the monthly bill under present rates for a 5/8 X 3/4 inch residential customer

is $25. 17.

Q- WHAT WILL BE THE 5/8 X 3/4 INCH RES IDENTIAL CUS TOMER

AVERAGE MONTHLY BILL UNDER THE NEW RATES?

As shown on Schedule H-2, page 1, the monthly bill under proposed rates for a 5/8

X 3/4 inch residential customer is $27.91, a $2.74 increase over the present monthly

bill or a 10.90 percent increase.

Q~ ARE THERE ANY PROPOSED CHANGES TO PIMA WASTEWATER

DWISION'S MISCELLANEOUS SERVICE CHARGES?
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v. PURCHASED POWER ADJ USTMENT MECHANISM AND PROPERTY
TAX ADJ USTMENT MECHANISM

Q- P LEAS E DIS CUS S PIMA'S P ROP OS ED PURCHASED POWER

ADJUSTMENT MECHANISM AND PROPERTY TAX ADJUSTMENT

MECHANISM.

The Company is seeking Commission approval of two adjuster mechanisms: (1) a

Purchased Power Adjustment Mechanism ("PPAM"), and (2) a Property Tax

Adjustment Mechanism ("PTAM").

Q- WHAT IS THE PURPOSE OF THE PPAM AND HOW WOULD THE PPAM

WORK?

The proposed PPAM would allow Pima to pass through increases or decreases in

purchased power costs that are due to changes in the rates for electric utility service.

The intent of the PPAM is to isolate changes in purchased power costs that are due

exclusively to a rate change beyond the control of Pima. The increases/decreases in

power costs will be allocated on a per customer basis and passed through to the

customer as a separate line item on the customer bill. The PPAM Plan of

Administration ("POA"), attached to the Application as Attachment 2, outlines the

implementation and filing requirements as well as how the surcharge will be

computed. The form of the PPAM proposed by Pima is consistent with the font of

PPAM approved in Decision No. 74437 for Liberty Utilities (Litchfield Park Water

& Sewer) Corp.

1
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11 A.
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Q- WHAT IS THE PURPOSE OF THE PTAM AND HOW WOULD THE PTAM

WORK?

The proposed PTAM would allow Pima to pass through increases or decreases in

property taxes that are due to changes in the assessment ratio and effective property

tax rate. The intent of the PTAM is to isolate changes in property taxes that are due
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to a s se s sme nt ra tio a nd ra te  cha rge s  tha t a re  be yond P ilna 's  control. The

increases/decreases in property taxes will be allocated on a per customer basis and

passed-through to customer as a separate line item on the customer bill. The PTAM

POA, attached to the Application as Attachment 3, outlines the implementation and

filing requirements as well as how the surcharge will be computed.

Q. DOES  THIS  CONCLUDE YOUR DIRECT TES TIMONY ON RATE BAS E,

INCOME S TATEMENT AND RATE DES IGN FOR P IMA'S  WATER AND

WAS TEWATER DIVIS IONS ?
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RES UME OF THOMAS  J . BOURAS S A, CP A

EDUCATIONAL BACKGROUND

B.S. Northern Arizona University Chemistry/Accounting (1980)
M.B.A. University of Phoenix with Emphasis in Finance (1991)
C.P.A. State  of Arizona (1995)
Continuing Professional Education - In areas of tax, accounting, management,
economics, finance, business valuation, consulting, and ethics (80 hrs every two years)

MEMBERS HIP S
Arizona  S ocie ty of CP As
Wa te r Utilitie s  Associa tion of Arizona
American Wate r Works  Associa tion

EMP LQYMENT EXP ERIENCE

1995 - P resent CP A - S e lf Employe d
Consultant to utilitie s  on regula tory ma tte rs  including a ll a spects  of
ra te  applica tions (ra te  base , income sta tement, cost of capita l, cost
of se rvice , and ra te  design), ra te  reviews, certifica tes of
convenience  and necess ity (CC&N), CC&N extensions , financing
applica tions, accounting orde r applica tions, and off-s ite  facilitie s
hook-up fee  applica tions . P rovide  expert te s timony as  required.

Consult on various aspects  of business, financia l and accounting
matters including best business practices, genera lly accepted
accounting principles , genera lly accepted ra temaking principles ,
project ana lysis , cash flow ana lysis , regula tory trea tment of ce rta in
expenditures and investments, business valuations, and ra te
re vie ws .

Litiga tion support se rvice s .

1992-1995 Employed by High-Tech Ins titute , P hoenix, Arizona  a s  Controlle r
and C.F.O.

1989-1992 Employe d by Alta  Te chnica l S chool, a  divis ion of Unive rs ity of
P hoenix a s  Divis ion Controlle r.

1985-1989 Employed by M.L.R. Builders, Tampa and Pensacola, Florida as
Operations/Accounting Manager

1982-1985 Employed by and pa rt owner in Area  Sand and Clay Company,
Pensacola , Florida .
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1981-1982 Employed by Purdue  University, West Lafaye tte , Indiana  as
Teaching Assis tant.
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SUMMARY OF REGULATORY WORK EXPERIENCE AS SELF EMPLQYED
CONSULTANT

COMPANY/CLIENT
Yan ell Water Co-Op
ACC Docket No. W-02255A- 16-0153

FUNCTION
Permanent Rate Application -Water
Prepared short-form schedules on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Oak Creek Water Company No. 1
ACC Docket No. W-01392A- 16-0161

Permanent Rate Application -Water
Prepared short-form schedules on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Mountain Water Company
Montana PUC Docket No. D2016.2.15

Testified in the matter investigating
whether Mountain Water Company's rates
are just and reasonable.

Turner Ranches Water and Sanitation
Company

ACC Docket No. W-01677A- 16-0076

Permanent Rate Application -Water
Prepared short-fonn schedules on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Liberty Utilities (Estrada Del Oro Sewer)
Corp.
ACC Docket No. W-04316A-16-0078
ACC Docket No. W-04316A-16-0085

Permanent Rate Application -Wastewater.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Liberty Utilities (Rio Rico Water and
Sewer) Corp.
ACC Docket No. WS-02676A-15-0368
ACC Docket No. WS-02676A-15-0371

Permanent Rate Application - Water and
Wastewater. Prepared financing
application. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Liberty Utilities (Bella Vista Water) Corp.

ACC Docket No. W-02465A- 15-0367
ACC Docket No. W-02465A-15-0370

Permanent Rate Application .- Water.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Community Water of Green Valley Permanent Rate Application - Water.
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COMPANY/CLIENT FUNCTION
ACC Docke t No. W-02304A-15-0263 Prepared schedules and testified on Rate

Base, P lant, Income Statement, Revenue
Requirement, and Rate  Design.

Sahuarita  Water Company
ACC Docke t No. W-03718A-15-0213

P ermanent Ra te  Applica tion -Wate r.
Prepared schedules and testified on Rate
Base, P lant, Income Statement, Revenue
Requirement, Ra te  Design, and Cost of
Ca pita l.

Libe rty Utilitie s  (Bla ck Mounta in S e we r)
Corp.
ACC Docke t No. S W-0236 IA- 15-0206
ACC Docke t No. S W-0236 lA- 15-0207

P ermanent Ra te  Applica tion -Wastewa te r.
P repared financing applica tion. P repared
schedules and testified on Rate  Base,
P lant, Income Sta tement, Revenue
Requirement, Cost of Service  S tudy, Rate
Design, and Cost of Capita l.

Tie rra  Buena  Wate r Company
ACC Docke t No. W-02076A-15-013

Permanent Ra te  Applica tion .- Water.
Assis ted in prepa ra tion of short-form
schedules.

Re d Rock Utilitie s , LLC
ACC Docke t No. W-04245A-14-0295

P ermanent Ra te  Applica tion - Wate r and
Wastewater. P repared short-form
schedules and testified on Rate  Base,
P lant, Income Sta tement, Revenue
Requirement, Ra te  Design, and Cost of
Ca pita l.

Qua il Creek Wate r Company
ACC Docke t No. W-02514A-14-0370

P ermanent Ra te  Applica tion - Wate r.
Prepared schedules and testified on Rate
Base, P lant, Income Statement, Revenue
Requirement, Ra te  Design, and Cost of
Ca pita l.

Tonto Basin Wate r Company
ACC Docke t No. w-03515A-14-0310

P ermanent Ra te  Applica tion - Wate r.
P repared short-form schedules for Rate
Base , Income S ta tement, P lant, Bill
Counts, and Rate  Design.

Nava jo Wa te r
ACC Docke t No. W-03511A-14-304

P ermanent Ra te  Applica tion - Wate r.
P repared short-form schedules for Rate
Base , Income S ta tement, P lant, Bill
Counts, and Rate  Design.

Alaska  P ower Company Prepared schedules and testified on cost of
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COMPANY/CLIENT FUNCTION
Re gula tory Commiss ion of Ala ska
Docke t No. U-14-002

capita l.

Anchorage Municipal Light & Power
Regulatory Commission of Alaska
Docket No. U- 13-184

Prepared schedules and testified on cost of
capita l.

Liberty Utilities (Pine Bluff) Inc.
Arkansas Public Service Commission
Docket No. 14-020-U

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Abra Water Company
ACC Docket No. W-01782A-14-0084

P ermanent Ra te  Applica tion - P repa red
schedules and testified on Rate  Base,
P lant, Income Sta tement, Revenue
Requirement, Ra te  Design, and Cost of
Ca pita l.

EPCOR Water Arizona, Inc.
ACC Docket No. W-01303A-14-0010

P ermanent Ra te  Applica tion - P repa red
ra te  designs and cost of Service  studies for
Mohave  Wa te r Dis trict, Mohave
Wastewate r District, Pa radise  Va lley
Wate r Dis trict, Tubac Wate r Dis trict, and
S un City Wa te r Dis trict.

Liberty Utilities (Midstates Natural Gas),
Inc.
Missouri Public Service Commission
Case No. GR-2014-0152

P ermanent Ra te  Applica tion - Ass is t in
preparing required ra te  applica tion
schedules for Ra te  Base , P lant, Income
Statement, Revenue Requirement, and
Ra te  Design.

Hydro Re source s , LLC.
ACC Docke t No. W-20770A-13-0313

Certifica te  of Convenience  and Necessity
- Wa te r. P repa red pro-forma  ba lance
sheets, income sta tements, plant
schedules, ra te  base , and initia l ra tes.

Little Park Water Company
ACC Docket No. W-02192A-13-0336

Permanent Rate Application - Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Utility S ource , LLC.
ACC Docke t No. WS -04235A-13-0331

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
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COMPANY/CLIENT FUNCTION
on Rate  Base, P lant, Income Statement,
Revenue Requirement, Rate  Design, and
Cost of Capita l.

Payson Water Company
ACC Docket No. w-03514A-13_0111
ACC Docket No. W-03514A-13-0142

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Fina ncing Applica tion. P re pa re d fina ncia l
ra tios and debt surcharge  mechanism.

Goodman Water Company Va lua tion

Verde Santa Fe Wastewater
ACC Docket No. SW-03437A-13-0292

P ermanent Ra te  Applica tion - S ewer.
Prepared schedules and testified on Rate
Base, P lant, Income Statement, Revenue
Requirement, Ra te  Design, and Cost of
Ca pita l.

Logo Del Oro Water Company
ACC Docket No. W-01944A-13-0215

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Chaparral City Water Company
ACC Docket No. W-02113A-13-0118

Permanent Ra te  Applica tion - P repa red
and testified on cost of se rvice  study.

Las Quintas Serenes Water Company
ACC Docket No. w-01583A-13-0117

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

S outhwest Environmenta l Utilitie s . Inc.
ACC Docke t No. WS -20878A- 13-0065

Certifica te  of Convenience  and Necessity
- Wate r and Wastewa te r. P repa red pro-
forma balance sheets, income statements,
plant schedules, ra te  base , and initia l ra tes.

Litchfie ld pa rk S e rvice  Compa ny
ACC Docke t No. sw-01428A_13-_043
ACC Docke t No. W-01428A-13-0042

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, Cost
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COMPANY/CLIENT FUNCTION
of Service , and Cost of Capita l.

Beaver Dam Wate r Company
ACC Docke t No. WS -03067A-12-0232

P ermanent Ra te  Applica tion. P repa red
schedules on P lant, Income Statement,
Revenue Requirement, and Rate  Design.

Rio Rico Utilitie s
ACC Docke t No. WS -02676A- 12-0196

P ermanent Ra te  Applica tion - Wate r and
Sewer. P repared schedules and testified
on Rate  Base, P lant, Income Statement,
Revenue  Requirement, Cost of Service ,
Ra te  Design, and Cost of Capita l.

Va il Wa te r Compa ny
ACC Docket No. W-0165113- 12-0339

P ermanent Ra te  Applica tion. P repa red
schedules and testified on Rate  Base,
P lant, Income Sta tement, Revenue
Requirement, Cost of Service , Rate
Design, and Cost of Capita l.

Avra  Wa te r Co-Op.
ACC Docke t No. W-02126A-11-0480

P ermanent Ra te  Applica tion. P repa red
schedules and testified on Rate  Base,
P lant, Income Sta tement, Revenue
Requirement, Cost of Service , Rate
Design, and Cost of Capita l.

P ima  Utility Compa ny
ACC Docke t No. W-02199A-11-0329
ACC Docke t No. S W-02199A-11-0330

P ermanent Ra te  Applica tion - Wate r and
Sewer. P repared schedules and testified
on Rate  Base, P lant, Income Statement,
Revenue  Requirement, Cost of Service ,
Ra te  Design, and Cost of Capita l.

Work on financing applica tion.

Libe rty Utilitie s  (CALP ECO Ele ctric),
LLC )
Docke t No. 11202020

Work on prepara tion of permanent ra te
applica tion. Prepared schedules on Rate
Base, P lant, Income Statement, Revenue
Requirement.

Liv co Water Company
ACC Docke t No. S W-02563A-11-0213

P ermanent Ra te  Applica tion - Wate r and
Sewer. Prepared short-form schedules for
Rate  Base , Income S ta tement, P lant, Bill
Counts, and Rate  Design.

Orange  Grove  Water Company
ACC Docke t No. w-02237A-11-0180

P ermanent Ra te  Applica tion. P repa red
schedules on P lant, Income Statement,
Revenue Requirement, and Rate  Design.
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COMPANY/CLIENT FUNCTION

Goodman Water Company
ACC Docket No. W-02500A-10-0382

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Doney Park Water
ACC Docket No. W-01416A-10--450

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Grim m elmann, et. al. v. Pulte Home
Corporation, et. al., case no. CV-08-1878-
PHX-FJM, the United States District Court
for the District of Arizona.

Consultant to defendant and expert
witness for defendant on ra tes and
ra temaking.

S outhe rn Arizona  Home  Builde rs
Associa tion

Consultant on ra temaking aspects to line
extension policie s  (e lectric).

H20 Water Company Va lua tion

Tierra Linda HOA Water Company Va lua tion

Las Quintas Serer as Water Company
ACC Docket No. W-01583A-09-0589

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Corona do Utilitie s
ACC Docke t No. S W-04305A-09-0291

P e rma ne nt Ra te  Applica tion -
Wastewater. P repared schedules and
testified on Rate  Base , P lant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capita l.

Little Park Water Company
ACC Docket No. W-02192A-09-0531

P ermanent Ra te  Applica tion. P repa red
schedules on Plant, Income Statement,
Revenue Requirement, and Rate  Design.

Sahuarita Water Company
ACC Docket No. W-03718A-09-0359

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, Cost of
Service, and Cost of Capital.
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COMPANY/CLIENT EUNCTION

Bella Vista Water Company
Southern Sunrise Water Company
Northern Sunrise Water Company
ACC Docket No. W-02465A-09-0414
ACC Docket No. W-02453A-09-0414
ACC Docket No. W-02454A-09-0414

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, Cost of
Service, and Cost of Capital.

Rio Rico Utilitie s , Inc
ACC Docket No. WS-02676A-09-0257

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Litchfie ld park Service Company
ACC Docket No. SW-01428A-09-0103
ACC Docket No. w-01428A-09_0104

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, Cost
of Service, and Cost of Capital.

Town of Thatcher v. City 0fSajf0ra', CV
2007-240, Superior Court of Arizona

Consultant to plaintiff on ratemaking and
cost of service.

Valencia Water Company
California Public Utility Commission Case
No. 09-05-002

Cost of Capital

Va lle y Utilitie s
ACC Docket No. W-01412A-08-0586

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Black Mountain Sewer Company
ACC Docket No. SW-02361A-08-0609

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capita l.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-08-0608

Interim Rate Application (Emergency
Rates)

Farmers Water Company
ACC Docket No. W-01654A-08-0502

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
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COMPANY/CLIENT FUNCTION
Plant, Income Sta tement, Revenue
Requirement, and Rate  Design.

Far West Water and Sewer Company
ACC Docke t No. WS -03478A-08-0454

P e rmanent Ra te  Applica tion. S ewer.
Prepared schedules and testified on Rate
Base, P lant, Income Statement, Revenue
Requirement, Ra te  Design and Cost of
Ca pita l.

Ridgeline Water Company, LLC
ACC Docket No. W-20589A-08-0173

Certifica te  of Convenience  and Necessity
- Wate r. P repa red pro-forma  ba lance
sheets, income statements, plant
schedules , ra te  base , financing, and initia l
ra tes .

S acramento Utilitie s , Inc.
ACC Docke t No. S W-20576A-08-0067

Certifica te  of Convenience  and Necessity
- Wa s te wa te r. P re pa re d pro-forma
balance sheets, income sta tements, plant
schedules, ra te  base , and financing.

J ohnson Utilitie s
ACC Docke t No. WS -02987A-08-0180

P ermanent Ra te  Applica tion. Wate r and
Sewer. Prepared schedules and testified
on Rate  Base, P lant, Income Statement,
Revenue Requirement, Rate  Design and
Cost of Capita l.

Pa rticipa te  in 40-252 proceeding.

Orange  Grove  Water Company
ACC Docke t No. W-02237A-08-0455

P ermanent Ra te  Applica tion. P repa red
schedules on P lant, Income Sta tement,
Revenue Requirement, and Rate  Design.

Far West Water and Sewer Company
ACC Docke t No. WS -03478A-07-0442

Financing Applica tion. P repa re  schedule s
to support applica tion.

Oak Creek Water No. 1
ACC Docket No. W-01392A-07-0679

P ermanent Ra te  Applica tion. P repa red
schedules and testified on Rate Bas e,
P lant, Income Sta tement, Revenue
Requirement, and Rate  Design.

ICE Wa te r Use rs  Associa tion
Docke t W-02824-07-0388

P ermanent Ra te  Applica tion. P repa red
schedules and testified on Rate  Base,
P lant, Income Sta tement, Revenue
Requirement, and Rate  Design.
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COMPANY/CLIENT FUNCTION
J ohnson Utilitie s Va lua tion consultant in the  ma tte r of the

sa le  of Johnson Utilities asse ts to the
Town of Florence .

H20,  Inc
ACC Docke t No. W-02234A-07-0550

P ermanent Ra te  Applica tion. P repa red
schedules and testified on Rate  Base,
P lant, Income Sta tement, Revenue
Requirement, Ra te  Design, and Cost of
Ca pita l.

Chaparral City Water Company
ACC Docket No. W-02113A-07-0551

P ermanent Ra te  Applica tion. P repa red
schedules and testified on Rate  Base , P lant,
Income S ta tement, Revenue Requirement,
Ra te  Design, and Cost of Capita l.

Va lle y Utilitie s
ACC Docke t No. w-01412A-07-0561

Financing Applica tion. P repa re  schedule s
to support applica tion.

Va lle y Utilitie s
ACC Docke t No. W-0 l412A-07-280

Emergency Ra te  Applica tion. P repa re
schedules to support applica tion.

Va lle y Utilitie s
ACC Docke t No. W-01412A-07-0278

Accounting Orde r. Ass is t in pre pa ring
definition and scope  of costs  for de fe rra l
for future  regula tory conside ra tion and
trea tment.

Litchfie ld P a rk S e rvice  Company
ACC Docke t No. W-01427A-06-0807

Accounting Orde r. Ass is t in pre pa ring
definition and scope  of costs  for de fe rra l
for future  regula tory conside ra tion and
trea tment.

Golden Shores Water Company
ACC Docket No. W-01815A-07-0117

Permanent Rate Application. Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Diablo Village Water Company
ACC Docket No. W-02309A-07-0140

Off-s ite  facilitie s  hook-up fee  applica tion.
Prepare  schedules to support applica tion.

Diablo Village Water Company
ACC Docket No. W-02309A-07-0399

Permanent Rate Application (Class C).
Water. Prepared schedules and testified

Exhibit T113-1
Page 11 o f 16

HH u u



COMPANY/CLIENT FUNCTION
on Rate  Base, P lant, Income Statement,
Revenue Requirement, Rate  Design, and
Cost of Capita l.

Sahuarita  Water Company
(Rancho Sahuarita  Water Co.)
ACC Docke t No. W-03718A-07-0687

Extension Certifica te  of Convenience  and
Ne ce ss ity - Wa te r. P re pa re d pro-forma
balance sheets, income sta tements, plant
schedules, ra te  base , and financing.

Utility S ource , L.L.C.
ACC Docke t No. WS -04235A-06-0303

Permanent Ra te  Applica tion- Wate r and
Wastewater. P repared schedules and
testified on Rate  Base , P lant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capita l.

Tie rra  Buena  Wate r Company Valua tion of Tie rra  Buena  Wate r
Company for esta te  purposes.

Goodman Wate r Company
ACC Docke t No. W-02500A-06-0281

Permanent Ra te  Applica tion (Class  C).
Water. P repared schedules and testified
on Rate  Base, P lant, Income Statement,
and Cost of Capita l.

Links  a t Coyote  Wa sh Utilitie s
ACC Docke t No. S W-04210A-06-0220

Certifica te  of Convenience  and Necessity
- S ewer. P repa red pro-forma  ba lance
sheets, income statements, plant
schedules, ra te  base , financing, and initia l
ra te  design.

Ne w Rive r Utilitie s
ACC Docke t No. W-0173A-06-0171

Extension Certifica te  of Convenience  and
Ne ce ss ity - Wa te r. P re pa re d pro-forma
balance sheets, income sta tements, plant
schedules, ra te  base , and financing.

J ohnson Utilitie s
ACC Docke t No. WS -02987A-04-0501
Docke t WS -02987A-04-0177

Extension of Certifica te  of Convenience
and Necess ity - S ewer. P repa red pro-
forma balance sheets, income statements,
plant schedules, ra te  base , financing, and
initia l ra te  design.

Ba chma nn S prings  Utility
ACC Docke t No. WS -03953A-07-0073

P ermanent Ra te  Applica tion - Wate r and
Sewer. P repared short-form schedules for
Rate  Base , Income S ta tement, P lant, Bill
Counts, and Rate  Design.
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COMPANY/CLIENT FUNCTION
Avra Water Cooperative
ACC Docket No. W-02126A-06-0234

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Gold Canyon Sewer Company
ACC Docket No. SW-02519lA-06-0015

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Stale 0fArizona v. Far West Water and
Sewer, No. 1 CA-CR 06-0160

Expert witness on behalf of defendant in
penalty phase of case.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-05-0801

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Black Mountain Sewer Company
ACC Docket No. SW-02361A-05-0657

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Balterra Sewer Company
ACC Docket No. SW-02304A-05-0586

Certificate of Convenience and Necessity
.- Sewer. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Community Water Company of Green
Valley
ACC Docket No. W-02304A-05-0830

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

McClain Water Systems
Northern Sunrise Water
Southern Sunrise Water
ACC Docket No. W-020453A-06-0251

Certificate of Convenience and Necessity
.- Water. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Valley Utilities Water Company
ACC Docket No. w-01412A-04-0376

Off-site facilities hook-up fee application.
Prepare schedules to support application.
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COMPANY/CLIENT FUNCTION

Valley Utilities Water Company
ACC Docket No. W-0 l412A-04-0376

Permanent Rate Application .- Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, and
Revenue Requirement. Assisted in
preparation of Rate Design.

Beardsley Water Company
ACC Docket No. W-02074A-04-0358

Permanent Rate Application - Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Pine Water Company, Inc.
ACC Docket No. W-03512A-03-0279

Interim and Permanent Rate Application,
Financing Application - Water. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Cost of Capital,
and Rate Design.

Chaparral City Water Company
ACC Docket No. W-02113A-04-0616

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, and Income Statement. Assisted in
preparation Rate Design.

Tierra Linda Home Owners Association
ACC Docket No. w-0423A_04-0075

Certificate of Convenience and Necessity
.- Water. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Diamond Ventures - Red Rock Utilities
ACC Docket No. WS-04245A-04-0184

Certificate of Convenience and Necessity
- Water and Sewer. Prepared pro-forma
balance sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Arizona-America
ACC Docket No.
ACC Docket No.
ACC Docket No.
ACC Docket No.
ACC Docket No.

n Water Company, Inc.
WS-01303A-02-0867
WS-01303A-02-0868
WS-01303A-02-0869
WS-01303A-02-0870
WS-01303A-02-0908

Permanent Rate Application Water and
Sewer (10 divisions). Prepared schedules
and testimony on Rate Base, Plant,
Income Statement, and Revenue
Requirement. Assisted in preparation of
Rate Design.
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COMPANY/CLIENT
Bella Vista Water Company, Inc.
ACC Docket No. W-02465A-01-0776

FUNCTION
Permanent Rate Application - Water.
Prepared schedules and testimony on Rate
Base, Plant, Income Statement, and
Revenue Requirement. Assisted in
preparation of Cost of Capital and Rate
Design.

Green Valley Water Company
Docket (2000 Not Filed)

Permanent Rate Application. Prepared
schedules and testimony on Rate Base,
Plant, Income Statement, and Revenue
Requirement. Assisted in preparation of
Cost of Capital and Rate Design.

Gold Canyon Sewer Company
ACC Docket No. SW-02519A-00-0638

Permanent Rate Application - Sewer.
Prepared schedules and testimony on Rate
Base, Plant, Revenue Requirement, and
Income Statement. Assisted in
preparation of Cost of Capital and Rate
Design.

Rio Verde Utilities, Inc.
ACC Docket No. WS-02156A-00-0321

Permanent Rate Application - Water and
Sewer. Prepared schedules and testimony
on Rate Base, Plant, Revenue Requirement,
and Income Statement. Assisted in
preparation of Cost of Capital and Rate
Design.

Liv co Water Company
Liv co Sewer Company
ACC Docket No. SW-02563A-05-0820

Permanent Rate Application - Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Liv co Water Company
ACC Docket No. SW-02563A-07-0506

Permanent Rate Application - Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Cave Creek Sewer Company Revenue Requirement, Rate Adjustment
and Rate Design - Sewer.

Avra Water Cooperative
ACC Docket No. W-02126A-00-0269

Permanent Rate Application - Water.
Assisted in preparation of Rate Base, Plant,
Income Statement, Revenue Requirement,
and Rate Design.
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Town of Oro Valley

FUNCTION
Revenue Requirements, Water Rate
Adjustments and Rate  Design.

Far West Water Company
ACC Docke t No. WS -03478A-99-0144

Permanent Ra te  Applica tion .- Water.
Assisted in prepara tion of schedules for
Rate  Base, Income Statement, Revenue
Requirement, Lead-Lag S tudy, Cost of
Capita l, and Rate  Design.

MHC Ope ra ting Limite d P a rtne rship
Sedona Venture  Wastewater
ACC Docke t No. W-

Permanent Rate Application -- Sewer.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Va il Wa te r Compa ny
ACC Docke t No. W-01651B-99-0406

Permanent Rate Application. Assisted in
preparation of schedules for Rate Base,
Plant, Income Statement, and Rate Design.

E&T Wa te r Compa ny
ACC Docke t No. W-01409A-95-0440

Permanent Ra te  Applica tion - Wate r.
Assisted in prepara tion of schedules for
Rate  Base, P lant, Income Statement, and
Ra te  Design.

New River Utility
ACC Docket No. W-0 I737A-99-0633

Pennanent Ra te  Applica tion - Wate r.
Assisted in prepara tion of schedules for
Rate  Base, P lant, Income Statement, and
Ra te  Design.

Golden Shores Water
ACC Docke t No. W-01815A-98-0645

P ermanent Ra te  Applica tion - Wate r.
Assisted in prepara tion of schedules for
Rate  Base, P lant, Income Statement, and
Ra te  Design.

Ponderosa Utility Company
ACC Docket No. W-01717A-99-0572

P ermanent Ra te  Applica tion - Wate r.
Assisted in prepara tion of schedules for
Rate  Base , P lant, Income Sta tement, and
Ra te  Design.
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PIMA UTILITY COMPANY

FINANCIAL STATEMENTS
DECEMBER 31, 20]5 AND2014

TOGETHER WITH INDEPENDENT AUDITORS' REPORT



BARRY MO O RE,P .C
c E R T I F I E D P U B L I c A c  c  o u N T A N T s

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Pima Utility Company
Sun Lakes, Arizona

We haveaudited the accompanying financialstatements of Pima Ufilily Company, which comprise the balance
sheets as of December 31, 2015 and 2014, and the related statements of income, capitalization, and cash flows
for the years then ended, and the related notes to the financial statements .

Managements Respwzsibilitjyfor' faze Fimmeial Smfemenfs

Management is responsible for the preparation and fair representation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to Nard or error

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are ii°ee of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures iii the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
risks of material misstatement of the financial statements, whether due to fraud or error
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of
the financials statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
positionof Pima Uliligf Company aw of December 31, 2015 and 2014, and the results of its operations and its
cash flows for the years then ended in conformity with accounting principles generally accepted in the United
States of America.

Barry & Moore, P.C.
Phoenix, Arizona
March 31, 2016

_.w/L.*, Kc.

2198 East Camelback, Suite 370 o Phoenix, Arizona 85016 o (602)277.5463 FAX (602)248.9074



PIMA UTILITY COMPANY

BA LANCE SHEETS
DECEMBER 31, 2015 AND2014

In l]70lIs§t7ds

2015 2014

ASSETS

PLANT IN SERVICE AND UNDER CONSTRUCTION, rl€1 $ 19,327 $ 19,700

CURRENT ASSETS :
Cash
Customer accounts receivable
Receivable from affiliate
Other assets

338
543

2,838
4

294
497

2,760
o

Total current assets 3,723 3,551

RESTRICTED FUNDS 1 ,003 \,002

DEFERRED CHARGES 401 581

$ 24,454 $ 24,834

LIABILITIES AND QAEITALIZATION

CURRENT LIABILITIES!
Accounts payable
Accrued liabilities
Current portion of note payable

$ 425
359
558

$ 117
353
558

Total current liabilities 1,342

5,952

1,028

6,510NOTE PAYABLE, net of current portion

CONTRIBUTIONS IN AID OF CONSTRUCTION, net 827 928

Total liabilities 8,121_ 8,466

CAPITALIZATIONs
Common stock, $1 par value, 10,000,000shares
authorized;180, 041 sl1are.v issued and ozItslanding

Additional paid-in capital
Retained earnings

180
10,801
5,352

180
10,801
5,387

Total capitalization

$

16,333

24,454 $

16,368

24,834

See accompanying notes and independent auditors ' report.

I'l l



PIMA UTILITY COMPANY

STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31 > 20 l5 AND2014

In thousands

2015 2014
OPERATING REVENUES :

F I at rate
Metered
Other

$ 3,283
2,543

50

$ 3,284
2,582

49

Total operating revenues 5,876 5,915

OPERATING EXPENSES:
Salaries and employee benefits
Purchased power
Chemicals
Repairs and maintenance
Office supplies and expense
Contractual services
Transportation
Insurance
Property taxes
Depreciation
Amortization
Other miscellaneous expense

1,133
388
124
251
289
266
57
95

306
1,739

99
HIS

1,138
387
138
342
258
270
74
46

308
1,551

99
] l 5

Total operating expenses 4,865 4,726

Operating income 1,011 1,189

OTHER EXPENSE:
Interest expense, rel
Othcr expense

(132)

(4)

(161)
(I)

Total other expenses (136) (162)

NET INCOME $ 875 I ,027

See accolnpunying notes and independent auditors ' report.
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PIMA UTILITY COMPANY

STATEMENTS OF CAPITALIZATION
FOR THE YEARS ENDED DECEMBER 3 l s 2015 AND 20 la

In thousands

COMMON
STOCK

ADDITIONAL

PAID-IN
CAPITAL

RETAINED

EARNINGS
TOTAL

CAPITALIZATION

BALANCES, December 31, 20]3 $ I 80 $ 10,801 $ 4,812 $

NET INCOME 0 0 1,027

DIVIDENDS 0 0 (452)

BALANCES, December 3 I , 2014 I80 10,801 5,387

NET INCOME 0 0 875

DIVIDENDS 0 0 (910)

BALANCES, December 3 I 9 2015 $ 180 $ 10,801 $ 5,352 $

See aeco/npu11ying no/es and independent auditors ' report.



P IMA.4T;L1TY COMP ANY

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBERS, 2015 AND2014

In Thousands

2015 2014

$ 875 $ 1,027

1,739
99

1,551
99

CASH FLOWS FROM OPERATING ACTWTTIES:
Net income
Adjustments to reconcile net income to
net cash flows from operating activities-
Depreciation
Amortization
(Increase) decrease in-

Customer accounts receivable
Other assets
Deferred charges

Increase (decrease) in-
Accounts payable
Accrued liabilities

(46)
(4)
8 l

19
15
80

308
6

(304)

SL
Total adj ustments 2,183 1 ,497

Net cash flows from operating activities 3,058 2,524

CASH FLOWS FROM INVESTING ACTIVITIES:
Increase in restricted funds
Net advances 011 receivable ii~om affiliate
Plant additions

(I)
(78)

(1,467)

0
(554)

(1,226)

Net cash flows from investing activities (1,546) (l,780)

CASH FLOWS PROM FINANCING ACTIVITIES:
Repayments of note payable
Repayments in aid of construction
Dividends

(558)
0

_(9l0)

(558)
(14)

(452)

Net cash flows Hom financing activities (1,468) (1 ,024)

INCREASE (DECREASE) IN CASH 44 (280)

CASH, beginning of year 294 574

CASH, end of year $ 338 $ 294

See accompanying roles and independent auditors ' report.



PIMA UTILJ '1IY COMP ANY

NOTES  TO FINANCIAL S TATEMENTS
DECEMBERS , 2015 AND 2014

(1) S UMMARY OF S IGNIFICANT ACCOUNTING P OLICIES:

Business Activilv-

Pima Utility Company (Company), an Arizona corporation organized in l 9'72, provides water
and wastewater services to substantially all of the homes in the Sun Lakes retirement community in
Arizona.

The rates for water and wastewater services are authorized by the Arizona Corporation
Commission (Commission).

Recognition of Revenues and Expenses~

Revenues and expenses are recognized on the accrual method. Under this method, revenues are
recognized when earned rather than when collected, and expenses are recognized when incurred rather
than when paid.

Este m ates-

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions.
These affect the reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
these estimates.

Plant in Service-

Plant in service is stated at original cost. Assets are depreciated on the so°aight-line method at
the following composite rates-

2.00%
2.22%
2.50%
3.33%

Collection systems, manholes, cleanouts, service laterals
transmission and distribution mains and hydrants

Distribution reservoirs and standpipes - storage tanks
Reuse transmission and distribution lines
Structures, improvements, wells, springs and services
Distribution neseivoirs, standpipes - pressure tanks and

treatment and disposal systems
Meters
Lift stations, recharge wells and pumping equipment
Water treatment equipment
Equipment

5.00%
8.33%

12.50%
20.00%

5.00%10 20.00%

Maintenance and repairs to plant in service are generally expensed as incurred. Expenditures
determined to extend the useful life, including significant upgrades and replacement projects, represent
additions and improvements and are capitalized.



l l

-2-

(1) S UMMARY OF S IGNIFICANT ACCOUNTING P OLICIES (Continued):

Long-Lived Assets-

Management periodically evaluates the carrying value of the long~lived assets in accordance
with the Financial Accounting Standards Board (FASB) Accounting Standards Codification (Ase).
Under the FASB ASC, long-lived assets and certain identifiable intangible assets to be held and used in
operations are reviewed for impairment whenever events or circumstances indicate that the carrying
amount of an asset may not be fully recoverable. Management does not believe impairment exists at
December 3 l , 2015.

Customer Accounts Receivable-

The Company grants credit on open account to its customers. As of December 31, 2015 and
2014, respectively, there were approximately $22,000 and $17,000 of receivables over 90 days past due.
The Company wrote off $16,000 and $12,000 of receivables as uncollectible in 20l5Unde1'ined and
2014, respectively Unde{ined.

Receivable from Affiliate-

Receivable firm affiliate is due on demand with interest accmcd monthly.

Deferred Charges-

Deferred charges represent costs amortizable pursuant to rulings by the Commission over the
following periods-

Rate hearing costs
Deferred operating costs
Allowance for funds used during construction
Note issue costs

5 years

5 years

22 years

5 Y€8IIS

Income Taxes-

As required by the Income Taxes topic of the FASB ASC, management evaluates all tax
positions as required by the Contingencies topic of the FASB ASC, which requires a more likely-than
not threshold for financial statement recognition and measurement of tax positions rd<en or expected
to be taken in the Company's tax returns. Management believes die tax positions taken in the
Conlpany's tax returns would be sustained upon examination. with few exceptions, the Company is
no longer subject to U.S, federal, state and local income tax examinations by tax authorities for years
before 201 l .

The Company and its stocldlolders have elected to be taxed as an S corporation. In lieu of
corporate income taxes, the stockholders are personally taxed on the Company's taxable income.
Therefore, no provision or liability for income taxes has been included in these financial statements.

Supplemental Cash Flow Information-

Interest paid totaled $205,000 and $227,000 in 2015 and 2014, respectively.

I I
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(2) PLANT IN SERVICE AND UNDER CONSTRUCTION. net:

Plant in service and under construction, net consists of the following-
/1 thousands

2015 2014

$ 43
189

$ 2,539
I89

Construction work-in progress
Land
Water:

Wells and springs
Electric pumping equipment
Distribution reservoirs and standpipes-storage tanks
Distribution reservoirs and standpipes-pressure tanks
Transmission and distribution mains
Services
Water treatment equipment
Hydrants
Structures and improvements
Office furniture and equipment
Transportation equipment
Power operated equipment
Communication equipment
Miscellaneous equipment
Tools and work equipment
Computers and software
Meters

Wastewater:

715
2,589
1,180

74
1,945
5,407

'72
899
325

3
170
128
252
15

131
12

915

682
2,238
1,201

74
2,945
5,175

62
895
325

3
116
128
251
32

126
14

876

Structures and improvements
Power generation equipment
Treatment and disposal systems
Collection system-gravity
Collection system-force
Manholes and cleanouts
Service laterals
Lift stations and pumping equipment
Recharge wells and pumping equipment
Reuse transmission and distribution lines
Receiving wells
Other plant and miscellaneous equipment
Office furniture and equipment
Computers and software
Transportation equipment
Tools and work equipment
Laboratory equipment
Communication equipment
Miscellaneous equipment
Other pumping equipment

409
100

10,418
3,775
1,750
1,938

66 l
1,935
1,570

158
704
986

9
16
42

115
7

18 I
l

106

324
0

10,419
3,855

98
1,928

644
1,520
1,559

140
225
975

9
16
42

114
6

175
0

106

Less accumulated depreciation
40,945
21,618

40,026
20,326

$ 19,327 $ 19,700



(3) RESTRICTED FUNDS:

The loan agreement with a bank Wo/e 6) requires a compensating balance of $l,000,000. The
restricted funds are invested in money markets and are recorded at cost in a trustee account.

(4) DEFERRED CHARGES:

DeflecTed charges consist of the following-

In /lmusands

2015 2014

Rate hearing costs
Allowance for funds used during construction, net
Deferred operating costs
Note issue costs, net

s 146
134
115

6

$ 2.27
166
178
10

-

401 $ 3 1

Pursuant to an order Hom the Commission, from 1996 to 1999, the Company was authorized to
defer 30% of the incremental operating costs of the new wastewater treatment facilities. In accordance
with the Commission's Decision 73573, pertaining to the most recent rate case filing, the Company was
allowed $315,000 of the $ I ,049,000 deferred operating costs to be included in its late base calculation to
be amortized over 5 years.

The Company was also allowed $200,000 in rate case expense recovery per division (water and
wastewater). This is recovered through a monthly surcharge of $0.33 per customer, with the surcharge
remaining in place until the earlier of: I) a period of 60 months or 2) until the Company has collected the
$200,000 per division.

(5) ACCRUED LIA;uL@E§¢

Accrued liabilities consist of the following-

In thousands

2015

Taxes
Other
Interest

$ 196
146
17_

2014

194
]4 l
18

$ 359 $ 353

85

-



(6) NOTE P AYABLE

The Company entered into a loan agreement with a bank in July 2012, which provides for
interest at LIBOR plus 200 basis points and is due in July 2017. Principal of $46,500 plus accrued
interest are payable monthly. The note payable is collateralized by the plant in service (Note 2)

Concurrently with the execution of the loan agreement, the Company entered into a swap
agreement with the Bank that fixed the interest rate at 3.035%

Annual principal payments ave as follows

Year Ending
December 3 l In thousands

(7) ADVANCES AND CONTRIBUTIQNS IMID OF CONSTRUCTION

The advances in aid of construction contracts provide that a percentage of gross revenues from
each applicable unit over a specified period will be paid to reimburse an unrelated developer for the cost
of the water and wastewater systems

Any unrefunded portion upon the contract expiration is transferred to contributions in aid of
construction and is amortized over the remaining estimated useful life of the related water and
wastewater systems

(8) FLAT RAT_E OPERATING REVENUES

Flat rate opcmting revenues consist of the following

In thousands

Residential - sewer
Corrunercial - sewer



(9) METERED OPERATING REVENUES!

Metered operating revenues consist of the following-

In I/1o11sands

2015 2014

Residential - water
Commercial - water
Irrigation - water
Effluent - sewer

s 1,623
375
440
105

s 1,656
383
430
113

$ 2,543 $ 2,582

(lo) [NTEREST EXPENSE, net:

Interest expense, net consists of the following-

[II thousands

2015___ _ 2014

Interest income
Interest expense

$ 72
(204)

$ 64
(225)

§ (l32) $ (161)

(ll) :

Inaccordance with the Fair Value Measurements and Disclosu/'es topicof the FASB ASC, the
carrying amount reported in the balance sheet for current assets, restricted funds and cullent liabilities
approximate fair values due to the shout maturity of these instruments.

At December 31, 2015, the fair value of the note payable was equal to the calling amount.



(12) TRANS ACTIONS  WITH RELATED P ARTIES:

On an ongoing basis, Pima Utility Company engages in certain business activities with affiliates
which arise through the normal course of business.

The Company paid $193,000 and $175,000 in 2015 and 2014, respectively, to an affiliate for
administrative and accounting services.

The Company also advances excess funds to an affiliate. The advances are payable on demand
and provide for monthly interest at a rate determined by management, which approximates the prime
rate. The Company earned $7l,000 and $64,000 of interest on the advances during 2015 and 2014,
respectively. At December 31, 2015 and 2014, the outstanding receivable from affiliate was $2,838,000
and $2,760,000, respectively.

(13) RETIREMENT P LAN AND TRUS T:

The Company and affiliated entities have a trust profit sharing plan under Section 401 and
40l(K) of the Internal Revenue Code. The Plan and Trust provides for retirement, disability and
accidental benefits for eligible employees. The Company matches employee contributions at a rate of
25%. The Plan and Trust also provides for additional contributions by the employer, at management's
discretion. As of December 31, 2015, the Company had no liability to the Plan and Trust for matching
or additional contributions. The Company contributed approximately $13,000 and $12,000 in 2015 and
20 l4, respectively, to the Plan.

(14) CONCENTRATIONS OF CREDIT RISK:

The Risk and Uncertainrie.v topic of the FASB ASC requires certain disclosures relating to
concentrations and the general risk associated with dose concentrations.

Substantially all customers reside within the Sun Lakes retirement community in Arizona.

(15) s UBS EQUENT EVENTS:

Management has evaluated all subsequent events through the date the financial statements were
available to be issued on March 31, 2016. No subsequent events occurred during this period which
require adjustment to or disclosure in the financial statements.
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Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 7,806,162

Adjusted Operating Income 411,711

Current Rate of Return 5.27%

Required Operating Income $ 661 ,743

Required Rate of Return on Fair Value Rate Base 8.48%

$ 250,033Operating Income Deficiency

Gross Revenue Conversion Factor 1 .3479

Increase in Gross Revenue
Requirement $ 337,024

Adjusted Test Year Revenues
lnerease in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

$
$
$

2,423,950
337,024

2,760,974
13.90%

Present
Rates _

Proposed
Rates

Dollar
lncregs_e

Percent
Increase

Customer
Classification
(Residential Commercial. Irrigation)
5/8x3/4 Inch Residential
1 Inch Residential

$ 1,500,435
160,053

$ 1,715,432
166,834

$ 214,997
6,782

14.33%
4.24%

5/8x3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch

Commercial
Commercial
Commercial
Commercial
Commercial

23,909
3,454

27,988
11 ,833

286,713

25,578
3,646

29,244
13,189

307,062

1 ,sos
192

1 ,256
1 ,355

20,349

6.98%
5.57%
4.49%

11.45%
7.10%

Irrigation
Bulk/Construction
Revenue Annualization
Usage Normalization
Subtotal

424,542
3,052

(551)
(35,413)

$ 2,406,015 $

512,244
3,118
(624)

(35,787)
2,739,935 $

87,702
66

(73)
(373)

333,920

20.66%
2.16%

13.28%
1.05%

13.88%

Other W ater Revenues
Reconciling Amount
Rounding
Total of Water Revenues

21,607
(3,672)

21,607
(568) 3,104

0.00%
-84.53%

0.00%
13.90%$ 2,423,950 $ 2,760,974 $ 337,024

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

45
46
47
48
49
50
51

SUPPORTING SCHEDULES:
B-1
C-1
C-3
H-1



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Summary of Results of Operations

Exhibit
Schedule A-2
Page 1
Witness: Bourassa

Description
Gross Revenues

Prior Years Ended
12/31/2013 12/31/2014

$ 2,503,619 $ 2,491 ,559

Protected Year
les t Year Present Proposed

Actual Adjusted Rates Rates
12/31/2015 12/31/2015 12/31/2016 12/31/2016

$ 2,459,915 $ 2,423,950 $ 2,423,950 $ 2,760,974

Revenue Deductions and
Operating Expenses

1,938,985 1 ,920,325 1934,924 2,012,240 2,012,240 2,099,231

Operating Income $ 564,634 $ 571,234 $ 524,991 s 411,711 $ 411,711 $ 661 ,743

Other Income and
Deductions

76,268 72,490 77,414 77,414 77,414 77,414

Interest Expense (121,260) (112,681) (62,278) (62,278) (62,278)

Net Income 519,643 $ 531,044 _$

(102,054)

500,351_ $ 426,847 426,847$ $ 676,879

Common Shares 180,041 180,041 180,041 180,041 180,041 180,041

Earned Per Average
Common Share 2.89 2.95 2.78 2.37 2.37 3.76

Dividends Per
Common Share 13.89 2.51 5.05 5.05 5.05 5.05

Payout Ratio 4.81 0.85 1.82 2.13 2.13 1 .34

Return on Average
Invested Capital 3.13% 3.47% 3.37% 2.81% 2.95% 4.67%

Return on Year End
Capital 3.37% 3.49% 3.45% 2.81% 3.10% 4.91%

Return on Average
Common Equity 4.14% 4.90% 4.69% 3.85% 4.00% 6.27%

Return on Year End
Common Equity 4.81% 4.88% 4.78% 3.78% 3.92% 6.08%

Times Bond Interest Earned
Before Income Taxes 4.66 5.07 5.14 9.27 9.27 14.60

Times Total Interest and
Preferred Dividends Earned
After Income Taxes 4.67 5.09 5.16 9.67 9.67 11.87

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

10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52

SUPPORTING SCHEDULES
C-1
E-2
F-1



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Summary of Capital Structure

Exhibit
Schedule A-3
Page 1
Witness: Bourassa

Description:
Prior Years Ended

12/31/2013 12/31/2014

Test
Year

12/31/2015

Projected
Year

12/31/2016

Short-Term Debt

Long-Term Debt 3,813,000 3,534,000 2,752,787 1 2,629,528 1

Total Debt $ 3,813,000 $ 3,534,000 $ 2,752,787 $ 2,629,528

Preferred Stock

Common Equity 10,794,025 10,873,073 10,463,424 10,890,271

Total Capital & Debt $ 14,607,025 $ 14,407,073 $ 13,216,212 $ 13,519,799

Capitalization Ratios:

Long-Term Debt 26. 10% 24.53% 20.83% 19.45%

Total Debt 26.10% 24.53% 20.83% 19.45%

Preferred Stock

Common Equity 73.90% 75.47% 79.17% 80.55%

Total Capital 100.00% 100.00% 100.00% 100.00%

Weighted Cost of
Senior Capital 0.00% 0.00% 0.63% 0.59%

1 Allocated portion of long-term debt based upon consolidated capital structure
and proposed rate base.

Line

NL_
1
2

3
3

4
5
6
7
8
g

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

36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULES:
E-1
D-1



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Construction Expenditures
and Gross Utility Plant in Service

Exhibit
Schedule A-4
Page 1
Witness: Bourassa

Construction
Expenditures

Net Plant
Placed

in
Service

Gross
Utility
Plant

in Service

Prior Year Ended 12/31/2013 142,987 142,987 15,053,015

Prior Year Ended 12/31/2014 186,676 187,365 15,240,380

Test Year Ended 12/31/2015 688,400 688,401 15,928,780

Projected Year Ended 12/31/2016 190,898 190,898 16,119,678

Line
No.

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

SUPPORTING SCHEDULES:
B-2
E-5
F-3



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015
Summary Statements of Cash Flows

Exhibit
Schedule A-5
Page 1
Witness: Bourassa

Prior
Year

Ended
12/31/2013

Prior
Year

Ended
12/31 /2014

Test
Yea r

Ended
12/31 /2015

Projected Year
Present Proposed
Rates Rates

12/31/2016 12/31/2016

$ 519,643 $ 531,044 $ 500,351 $ 426,847 $ 676,879

699,552
(298,324)

700,458
(135,025)

729,831
(162,848)

680,774 680,774

(3,887) 7,183 (21 ,594)

(15,240)
3,828

2,129,172

15,240
3,827

(531 ,812)

(3,805)
3,828

822,942

(8,850)
1 ,460
(636)

(2,175)
43,996

1

(6,881)
2,105
(647)

8,430
58,128

(2)

12,434
2,328

(1 ,013)
4,074

34,300

(1)

$ 3,068,540 $ 652,048 s 1,920,827 $ 1,107,621 s  1,357,653

(142,987) (186,676) (688,400) (190,898) (190,898)

(142,987) $ (186,676) $ T 88,400) "$ (190,898) $ 8 9 0 , 8 8 3

(279,000)
(12,220)

(279,000) (279,000) (279,000)

(2,500,002)

(279,000)
331,354

(345,609)
(451 ,996) (910,000) (323,262) (542,190)

42,791 ,2221 $
134,331
439,964
574,295 $

$ ! 745,251)_$ (1,18§,000)  $
(279,879)
574,295
294815 $ $

(692,26g)_ $ (.821,199)
43,427 314,461 345,565

294,415 337,843 337,843
337,843 652,304 $ 683,408

Line
No.
1
2
3
4
5 Cash Flows from Operating Activities
6 Net Income
7 Adjustments to reconcile net income to net cash
8 provided by operating activities:
9 Depreciation and Amortization

10 Other -Adjustments
11 Changes in Certain Assets aha Liabilities:
12 Accounts Receivable
13 Unbilled Revenues
14 Materials and Supplies Inventory
15 Prepaid Expenses
16 Defensed Charges
17 Recievables/payables from Assoc. Cos.
18 Other Receivables
19 Deferred Debits
20 Accounts Payable
21 Customer Deposits
22 interest Payable
23 Taxes Payable
24 Other assets and liabilities
25 Rounding
26
27 Net Cash Flow provided by Operating Activities
28 Cash Flow From Investing Activities:
29 Capital Expenditures
30 Plant Held for Future Use
31 Changes in debt reserve fund
32 Net Cash Flows from Investing Activities
33 Cash Flow From Financing Activities
34 Change in Restricted Cash
35 Proceeds from Long-Term Debt
36 Net receipt of contributions in aid of construction
37 Net receipts of advances in aid of construction
38 Distributions/Dividends Paid
39 Deferred Financing Costs
40 Paid in Capital
41
42 Net Cash Flows Provided by Financing Activities
43 increase(decrease) in Cash and Cash Equivalents
44 Cash and Cash Equivalents at Beginning of Year
45 Cash and Cash Equivalents at End of Year

46
47
48
49
50
51
52
53
54

SQPPORTJNG SCH§DULES_:
E-3
F-2

Ill I I



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility plant in Service
Less: Accumulated Depreciation

$ 15,963,424
6,717,951

$ 15,963,424
6,717,951

Net Utility Plant in Service $ 9,245,474 $ 9,245,474

Less:
Advances in Aid of Construction

Contributions in Aid of Construction 632,418 632,418

Accumulated Amortization of CIAC (461 ,407) (461 ,407)

Customer Meter Deposits
Deferred Income Taxes & Credits 1,331,835 1,331,835

Plus:
Unamortized Finance
Charges

Prepayments
Materials and Supplies
Allowance for Cash Working Capital

3,805 3,805

59,729 59,729

Total Rate Base _$ . 7,806,162_ 7,806,162

Line

M
1
2
3
4
5
6
7
8
9

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

SUPPORTING SCHEDULES:
B-2
B-3
B-5
E-1

ill



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa

Actual
at

End of
Test Year

Proforma
Adjustment

Adjusted
at end

of
Test Year

Gross Utility
Plant in Service $ 15,928,780 34,644 $ 15,963,424

Less :
Accumulated
Depreciation 6,659,675 58,276 6,717,951

Net utility Plant
in Service $ 9,269,105 $ 9,245,474

Less :
Advances in Aid of

Construction

Contributions in Aid of
Construction - Gross 963,772 (331,354) 632,418

Accumulated Amortization of CIAC (501 ,336) 39,929 (461 ,407)

Customer Meter Deposits
Accumulated Deferred Income Tax 1,331,835 1,331,835

Plus:
Unamortized Finance
Charges

Prepayments
Materials and Supplies
Allowance for Cash Working Capital

3,805 3,805

59,729 59,729

Total 8,810,474 $ 7,806,162

Line

9 4
1
2
3
4
5
6
7
8
9

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

35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

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

RECAP SCHEDULES:
B-1

l I



pima UtilityCompany . Water Division
Test Year Ended December 31, 2015

Original Cost Rate Base Prorforma Adjustments

Exhibit
Schedule B-2
Page 2
V\h\ness: Bourassa

1 Z
Proforma Adjustments

_3 5Actual
at

End of
Test Year

Plar1t-in-
Sewiog

Accumulated
Depreciation QJAQ ADIT

Adjusted
at end

Of
Test Year

Gross Utility
Plant in Service $ 15,928,780 34,644 $ 15,963,424

Less:
Aocumuiated
Depreciation 6,659,675 58,276 6,717,951

Net Utility Plant
in Service $ 9,269,105 $ 34,644 $ (58,276) $ $ $ $ 9,245,474

Less:
Advances in Aid of

Construction

Contributions in Aid of
Construction (CIAC)

Accumulated Amory of CIAC

963,772

(501335)

(331,354)

39,929

632,418

(461 ,407)

Customer Meter Deposits
Accumulaled Defen'ed Income Taxes 1,331,835 1,331,835

Plus'
Unamortized Finance

Charges
Prepayments
Materials and Supplies
Allowance for Cash Working Capital

3.805

59,729

Total $ 8,810,474 $ 34844 £5a,276) § 291,424 $ (wga5l $ 59,729

3,805

59,729

7,808 Es?

Line
M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
'IN
20
21
22
23
24
25
2G
27
28
29
30
31
32
33
34
35
36
37
38
39
40

SUPPORTING SCHEDULES:
B-2, pages 3-5
B-5
E-1

REQAP SCHEDULES:
B-1

Working
a it



Line

1
2
3
4

Adjustment to Plant-in-Service

Plant-in-Service per Books

Increase (decrease) in Plant-in-Service

Acct.

M .
301
302
303
304
305
306
307
308
309
310
311
320

320.1
3202
330

330.1
330.2
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

TOTALS s̀

Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1

E92a.78'0 $

Actual
Ordinal

st

1 ,1a0,022
73,937

2,944,836
5,406,777

914,645
898,849

2,589,173

128,036
252,285

15,214

130,961

2.832
12,335

159,565

714,808

97,637
324,999

71 ,ahs

Pla nt-in-Se rvice

Confront Plant
Balance to

Rate Decisions

(21 ,532)

(11,112)
27,694

48638 s"

15,330

17,015

4,307

7,034

3,902

Remove
Plant Charged

in Error

E

(8,707> 5

(5,817)

(890)

Transfer
Plant to

WW Division

Adiuslmenls
Q

- (1 ,09ll)-$

(1 .097)

Plant
Reclassifications

.Q

(15,725)

(37,876)

21 ,532

(5,807)

37,876

7.445
(7,445)

s

Exhibit
Schedule B-2
Page 3
Witness: Jones.*'Bourassa

Reconciliation
to Reconstructed

nae

E

(1§TI) s - 15963424

o
(190)

_s

s

Adjusted
Original

est

15,928,780

1 ,142,147
73,937

2,933,724
5,433,391

922,093
891 ,404

2,632,985

128,036
252,285

9.397

2.832
13,625

169,565

140,485

718,709

34,644

97,837
324,999

76,173

5
6
7
8
9
10
11
12
13
14
15
i s
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULES
B-2, pages 3.1-3.5

I



Pima UtilityCompany .WaterDivision
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 » A

Schedule B-2
Page 31
Witness: Jones/Bourassa

Comnforminq Adiustments Io Prior Decision

A4'li1lslmRrll

3.902

7.034

4,307

(11,112)
27,694

17,015

15,330

Acct.

Ng.
301
302
303
304
305
306
307
308
309
310
311
320

320. 1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347
348

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

(21 ,532)

TOTALS s 42,558

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
Work Papers



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 » B

Schedule B-2
Page 3.2
Witness: Jones/Bourassa

Remove Plant Chained in En'uL

Arliusiment

(890)

Acct.

NQ.
301
302
303
304
305
306
307
308
309
310
311
320

320.1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

3401
341
342
343
344
345
346
347
348

Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
lnNltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Fumilure and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

(5,817)

TOTALS
$ (6,707)

Line
M .
1
2
3
4
5
e
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
Work Papers



Pima UtilityCompany - Water Division
Test Veer Ended December 31, 2015

Original Cost Rate Base Pmfonma Adjustments
Adjustment Number 1 . c

Schedule B-2
Page 33
Witness: Jones/Bourassa

TransferPlant to WastgvwalerQlvision

Adiugtmenf

Acct.

NR.
301
302
303
304
305
306
307
308
309
310
311
320

320. 1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347
34s

T>escrir>¢ion
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist Reservoirs 8. Staridpipe
Storage tanks
Pressure Tanks
Trans and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Sollware
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

(1,097)

TOTALS $ TL097>

Line

M
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
Work Papers



Line
ma

Reclassification Adjustments

Pima U!ilityCompany - Water Division
Test Year EndedDecember 31, 2015

Original CostRate Base Proforma Adjustments
Adjustment Number 1 - D

Reclass 12/31/10
Plant to Corlect

NARUC Acct.

Redass 2011-2014
Plant Ada. To Carr

NARUC A1:c!,

(37 v876)

37,876

7,445
(7,445)

1 ,290

Reclass Retire
to Connect

NARUC Acct,

(17,015)

Schedule B-2
Page 3.4
Witness: Jones/Bourassa

Total
Adiusfmenf

(15,725)

(37,876)

37,876

7,445
(7,445)

(4,517) (1,290) (5,807)

Acct.

ND..
301
302
303
304
305
306
307
308
309
310
311
320

320.1
3202
330

330.1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible plant

4,517 17,015 21,532

TOTALS s s s
5"

1
2
3
4
5
s
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
Work Papers

l l l l l



I

pima UtilityCompany - Water Division
Test Year Ended December31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - E

Schedule B-2
Page 3.5
Witness; JoneslBnurassa

Reconciliation gf Plant loplan;Becops1nJgtion

Ordinal

S298

B-2
Adhmments

Adjusted
Orgina I

$298

Plant
Per

Rer:nns1rrlr:1inq Qiffergnoe

97,637
324,999

97,637
324,999

97,637
324,999

714,898 3,902 718,709 718,709

2,589,173 43,813 2,632,985 2,632,985

71,866 4,307 76,173 76,173

(37,876)1,180,022
73,937

2,944,836
5,406,777

914,648
898,849

(11 ,112)
26.1504

7,445
(7,445)

1,142,147
73,937

2,933,724
5,433,581

922,093
891 .404

1,142,147
73,937

2,933,724
5,433,391

922,093
891 ,404

0
(190)

2,832
12,335

169,565
1 ,Zen

2,832
13,625

169,565

2,832
13,625

169,565

130,961 9,523 140,485 140,485

Acct.

NSL
301
302
303
3o-1
305
306
307
308
309
310
311
320

320. 1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347
348

ftesrrintinn
Organization Cost
Franchise Cost
Land and Land Rights
structures and improvements
Collecting and Impounding Res.
Lake River and Other intakes
Wells and Springs
infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

128,036
252,285

15,214 (5,817)

128,036
252,285

9,397

128,036
252,285

9,397

TOTALS s 15,928,780 $ 34,834 $ 15,963,615 $ 15,963,424 $ (190)

Line

M L
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
s o
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
B-2, pages 31 through 34
B-2, pages 3.6 through a.11

RECAP SQHEDULES:
B-2, page 3

|



Conform to Decision No. 73573 Adjust Misclassified Plant Dec. No 73573

0.00 .4
0.00%
0.00 A

3.33%
2.50%
2.50%
3.33%

6.67%
2.00%
5.00%
12.50%

3.33%
20.00 AS

2.22%
5.00%

2.00%
3.33%
8.33%

2.00%
6.67%

6.67%
6.67%
20.00%

20.00%
4.00%

5.00%
10.00%

5.00%
10.00%
10.00 A:

97,637
315125

97,637
315,125

97,837
315,125

610,601 606,699 3,902 610,601

2,269,738 2,262,704 7,034 2,269,738

4,30750,255 53,948 5B,255

0.00

111 ,112)
27,594

1,102 197

73,937

2,916,048
4,724,840

923 202
887,381

1 102,107

73,937

2,927,150
4,697 146

923202

8B7,381

1,102107

73,037
2,916,048

4,724 B40
923,202

8B7,3B1

17,015

4.239
28,479
51,635 4,230

28,479
S1 635

4230
11,464
61635

119 175 15 330134,505 134,506

124,BQ9
23B,B3B

124 B99
238,939

(21,532)

124,899
23B,Q3 Q
21 ,532

97,637
315,125

610601

2269,738

58,255

1102,197

73,937
2,916,048

4724,840
923,282

887,381

4,239

28 479
61,635

[4517) 129,989

4.517

124,899
238,939

4,517

139 450 139 450

261 499261,499

378,078370,078

s.a9oa,asu

490,208

24,279
1,625 867

561,292
361,692

550,134

490,208
24,279

1 625,867
B61,292

351,692
550 134

110
27B

(51,073)

(1,095)

110

278
(51,073)

a4,zs1 33,156

34,114
76,482

1.095

34,114
76 4s2

1,095

97,637
175,575

349.102

1,899.660

4B,365

511,889
49,658

1 290 1 B2
3,863 54B

561,511
337,246

4,129
28,201

112,708

QS 833

90785
162,457

3,422

NA RUC

A c c o un t

No .

Line

M De s c r ip t io n

GIL
lie

1

2

3 2 4 0 5

2 4 5 0 . X X X

2415

2 4 2 0 . X X X

2 4 7 0

301

3 0 2

3 0 3

304

3 0 5

3 0 6

3 0 7

3 0 8

3 0 8

3 1 0

311

3 2 0

320. 1

320 . 2

3 3 0

330. 1

330 . 2

2 4 2 5

2425 . 100

2460 . 100

2 4 3 5

2 4 5 5

2 4 4 5

2 4 6 0

2460 . 600

2460 . 100

2460 . 500

2460 . 200

2460 . 300

2460 . 400

331

3 3 3

334

3 3 5

3 3 6

3 3 9

3 4 0

340. 1

341

3 4 2

3 4 3

344

3 4 5

3 4 6

3 4 7

3 4 B

Orga n iz a t io n  Co s t

F ra nc h is e  Co s t

La nd  a nd  La nd  Righ t s

St ruc t ures  a .  Improvement s

Collecting 8.  Impo und  ng  Re s e rv o rs

L a ke ,  Ri v e r  C a n a l Intakes

W e l l s & S p r ing s

Inf ilt rat ion Galleries

R a w Water S u p p ly Mains

P o w e r Generation E q u i p me n t

P u mp in g  E q u i p me n t

w a t e r  T re a t me nt  Equ ipme nt

Wa t e r T rea t ment  P lant s

S o lu t io n  c he mic a l F eeders

Dis t r ibut ion Re se rv o irs  & S t andp ipe s

S t o ra ge  T a nks

P re s s u re  T a nks

T ra ns mis s io n  & Dis t r ibu t io n  Ma ins

Se rv ic e s

Me t e rs

Hy dra nt s

Ba c kf low  P re v e nt io n Dev ices

Ot he r P la n t & M is c  Eq u ip me n t

Of f ic e  F urnit ure  8.  Equipment

Co mput e rs  8  S o f t w a re

T ranspo rt a t ion  Equ ipme nt

S t o re s  Equ ipme n t

T o o ls ,  S ho p  a .  Ga ra ge  Equpme n t

La bo ra t o ry  Equ ipme nt

P o w e r  Ope ra t e d  Equ ipme n t

C o mmun ic a t i o n  Eq u ip me n t

M is c e l la ne o us  Equ ipme n t

Ot he r T ang ib le  P la nt

4

s

6

7

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

L B

1 9

2 0

21

2 2

2 3

2 4

2 5

2 6

2 7

2 8

2 9

3 0

31

3 2

3 3

34

3 5

3 6 T O T A L S

Prior
Deprc.

Rate

0.00%
0.00%

0.00%
3.00%
3.00%
3.00 »G
3.00%
3.00%
3.00%

3.00%
3.00%

3.00%
3.00%
3.00%
3.00 .4
300%

3.00%
3.00%

3.00 A,
3.00%

3.00%
3.00 4.
3.00%
3.00%
3.00 A

3.00 AS
3.00%
3.00%

3.00%
3.00%

3.00%
3.00%
3.00%

Ne! Plant
1z/31/1010

14529021141571659 14571 659 00042,53B 14571 ,659 4788 552 4 788 552 9783,107

Pima Utility Company - Water Division

Plant Additnuns andRetiremerlts
Schedule B-2

Page 3.6

3 7
ea
39
40

De pre c ia b le  P la n t  Ba la nc e

De pre c ia t io n

I



Adjusted
Plant

Additions

Plant
Additions Plant

Per Booksl Adlustme ts

2011
Plant Adjusted

Retirements Retirement Plant

(Per Books] Adjustments Retirements
SaNage

A/0 Only

Deprecitlon

lCal\:ulatedl

Plant

Balance
Acc um.

Derrek.

Net

Plant

9.454 148903

97,637
315,125

97,637
166,222

5,223 0.223 18411 616 823 279,910 336,913

30.961 11,588 51,550 68,865 2,321 288 438 944 1882,344

58 2551,740 11 638 46,617

11588 (11 588)

18 860(Asa) 10,060

2987
257,036
41 ,763

2 987
256 146
41763

33,066

2,210
87,526

145,304

28,323
26,821

1,102197

73,937
2,919,035
4,962 126

964,965
887,381

523274

26,497
1,713393

987 737
390,014
576756

578,923

47 440
1,205,642

3 974,389
574,951
310,625

30405 30 405

127
854

2 305

4.2a9

28,479

92041

237
1,133

(48,768)

4,002
27,346

140,B08

4 040 4040 3 960 134,029 37,116 96,013

7.265
2.264

7265
2,264

3,747
7,277

169

124 899
246205

6,702

37,861
83760

1,264

87,038
162,445

5,517

-

- _
- -

Line.

No.

caL

b e Description

NARUC
Account

Us

2405

2450.XXX

2415

2420.XXX

2470

2425
2425. 1 OD

2460.100
2435
2465

2445

2460
2460.600

2460.100

2460.500

2460.200
2460.300

2460.400

301
302
303

304
305
306

307
30B
309
310

311
320

320.1
320.2

330
330.1
330.2

331
333
334

335
336

339
340

340.1
341

342
343
344

345
346
347

34a Drganization Cost
Franchise Cost

Land and Land Rights

Structures 8 Improvements
Collecting& Impounding Reservoirs
Lake, River, Canal Intakes

Wells a. Springs
InfiltrationGalleries
Raw WaterSupplyMain
Power Generation Equipment

Pumping Equipment
Water Treatment Equipment

WaterTreatment Plants
Soluton Chem cal Feeders

Distribution Reservoirs s Standpipes
Storage Tanks

Pressure Tanks
Transmission & Distribution Mains
Semites
Meters

Hydrants
Backflow PreventionDevices

Other Plant & Misc Equipment
Oftiee Furniture 8. Equipment
Computers 8.Software

Transportation Equipment
Stores Equipment
Tools Shop & Garage Equipm rt

Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

Other Tangible Plant

1
2
3

4
5
6

7
B
9
10

11
12
13
14

15
16
17

18
19
20

21

22
23
24
25

25
27
28
29

30
31

32
33
34
35
36 TOTALS

Prior
Deprc.

Rat

0.00 6
0.00%

0.00 A
3.00 »6
3.00%

3.00%
3.00%

3.00 A
3.00%
3.00%
3.00 A

3.00%
3.00%
3.00%

3.00%
3.00%
3.00%

3.00%
3.00 A
3.00%

3.00%
3.00%
3.00 AS
3.00%

3.00 A
3.00%
3.00%

3.00%
3.00%

3.00%
3.00%
3.00 A

3.00 A

Aube

Depress

Rate

0.00%
0.00%

0.00%
3.33%
2.50%

2.50%
3.33%

8.67 A
2.00%
5.00%

12.50%

3.33%
20.00%

2.22%
5.00%

2.00%
3.33 »6
8.33%

2.00%
6.67%

6.67%
5.67%
20.00 A

20.00%
4.00%

5.00%
10.00%

5.00 »6
1000%
10.00%

Pima Utility Company - Water Division

Plant Additions and Retirements Schedule B-2

Page 3.7

9JU8l 'f' 1 4 , s a a 4 4 z 83,289,570 9745,7723 7
e a
3 9
4 0

Depreclable Plant Balance
Depreciation

I

14,B57,805
439,977

2.s~613%

|



-

-

Adjusted
Plan!

Addition s

Plant
Add ito ng Plant

Per B oksl Adjustments

2012
plant Adjusted

Retlrements Retirement Plant

aPer Booksl Adiustments R¢ti event
Salvage

A/o Clnlv

Deprecation

IC Iculat dl

Plant

Balance

Aecum.

D pr¢1
Net

Plant

9,627
97,637

315125 158,531
97637

156,595

22464 22.464 19,187 639,287 299,097 340,190

14,921 21,452 36373 129,748 129,748 104253 2,227,913 413,44B 1 814,465

B 266 B 266 3.793 3.793 3 528 62.728 11.373 51,355

144,910 123458(21 ,452) 75 200 75,200

3.891
219056
88841

3.aQ1
219 056
8a.641

2 640
2B5 761
152,506

2 640

2.640

285.761
152.506

2.640

32,326

2,465
82,724

150,574

36 283

25.165 1,150,456

73 937
2,920 2B7
4.695.421

901 ,300
8B4,741

480,400

26,962
1793,477

852,550
273 791

599,221

670,056
44.675

1,126,610

4,042 B71
627,508
285,520

2 639 2.636

23000 23000

105
1 661
4,698

1,606
2B.479

69 040

3.a67
25,685

136 110

(2 297}

2,794
{67,070l

4 46B 134.029 92 44541,584

1.125 1.125

4 163
10 259

306

124 899
246,205

7 907

42,025
94,018

1,570

82,874
152 186

6.337

- :
- .

Line

No.

G!L

M Description

NARUC
Account

M _

1
2

3 2405

2450.xxx

2415

2420.XXX

2470

2425
2425.100

2460. 100

2435
2455

2445

2460
2460.600
2460. 100

2460.500

2460.200
2460.300

2460.400

301
302

303

304
305

306
30?

308
309

310
311

320
320.1
320.2

330
330.1

330.2

331
333
334
335

336
339
340

340. 1

341
342
343

344
345
346
347

348 Organization cost
Franchise Cost

Land and LandRights
Structures a Improvements

Collecting a Impounding Reseworrs
Lake Rwer, Canal Intakes
Wells & Springs
Infiltration Galleries
Raw Water Supply Moms

Power Generation Equipment
Pumping Equipment

Water Treatment Equipment
WaterTreatment Plants

Solution Chemical Feeders
Distribution Reservoirs s. Standpipes

Storage Tanks

Pressure Tanks
Transmission 8. Distrlbution Mains
Services
Meters
Hydraruts

BackflowPrevention Devices
Other Plant a. Misc Equipment
Of lice Furniture a Equipment
Computers & Software

Transportation Equipment
Stores Equipment
Tools, Shop 8. Garage Equipment

Laboratory Equipment
Power Operated Equipment
Communication Equipment

Miscellaneous Equipment
Other Tangible Plant

4
5
6
7

B
B
10
11

12
13
14

15
16
17

18
1g
20

21
22

23
24

25
26
27

28
29
so
31

32
33

34
35
36 TOTALS

Prior
Deprc.

Rat

0.00 A
0.00%

0.00%

3.00 .6
3.00%

3.00 A
3.00 .6
3.00 16
3.00%

3.00%
3.00 .6

3.00 A
3.00%
3.00%

3.00%
3.00%
3.00%

3.00 .4.
3.00%
3.00%

3.00%
3.00 .4
3.00%
3.00 .6

3.00%
3.00%
3.00%

3.00%
3.00%
3.00 A
3.00%

3.00%
3.00%

Allowed
Depress.

Rat

0.00 »6
0.00%

0.00%
3.33%
2.50%

2.50%
3.33 A

6.67%
2.00%

5.00%
12.50%

3.33%
20.00%

2.22%
5.00%

2.00%
3.33%
8.33%

2.00%
6.67%

6.5741
5.67%

20.00 AS
20. 006
4.00%

5.00%
10.00%

5.00 .4>
10.00%

10.00%

Pim; Utility Company - Water Division

Plant Additions and Retirements Schedule B-2

Page 3.B

al I .ULD 481,  (J Z 14, (80989 5,023474 9,757,5153 7
CB
3 9
4 0

Depreciable Plant Balance
Depreciation 14,683352

491,732
3.34BQ%

i l l



Plant
Additions Plant

(PerBo k l Adjustments

Adjusted
Plant

Addi tions

2013

Plant Adjusted
Retirements Retirement Plant

aPer Bo ks] Adiustments Retirements
Salvage

A/D DuN
Plant

Balance

Acc um.

Der rec.

Deprecation

lCalcul Ted]
Net

Plant

5,912 5 9 1 2 10,609
97,637

322,037 169139
97,637

152,898

BB 588 8 8 5 8 8 38 328 so 328 22,125 689,547 2B2,B95 406,652

10B,380 1,791 110,161 49,393 49393 282,287 22BB6B1 646,342 1,642,339

7,452 7.452 13,291 70,180 24,664 45,516

2 B78 (2 878)

13 437

235,076
a0,05a

12937
7,445

(7 445)

81.078
110,709

2 196

1 3 4 3 7
235,076

87513
5,492

81,078
110,709

2,196

25,540

3,59?
5 a 5 4 0

165,582
74,112
17,728

1 150456

73 Q37
2,933 724

5 049 419
878 103

888,037

505,940

32,658
1,B52017

937,053
237,194

614,753

644,516

41,279
1 081,707
4,112,366

640,909
273,284

1,290 2,631 2,631

1 2 3 2
3,1?5

29,206

1 ,232

4,455
29,206

148
5,979

16,229

2,932
30,314
98.246

(2,149)
5,943

(59.341)

4 9 9 1
24,272

14B,5B7

1,954 664(1,290)
6,718 134,693 48302 86,391

7 979 7,979

3.137
12,408

996

3,137
12 408

996

6 323
24 S42

B40

128,036
250,633

8,903

48 348
110991

2,411

79,688
139,752

5 492

-

G/ L

N

Line

M Description

NARUC
Account

b e

24o5
2450.XXX

2415

2420.XXX

2470

2425
2425.100

2460. 100
2435
2455

2445

2460
2460.500
2460.100

2460.500

2460.200
2460.300

2460400

301
302

303
304
305
306
307

a l a
309
310

311
320

320.1
320.2

330
330.1
330.2

331
333
334

335
335

339
340

340 1
341
342
343

344
345
346

347
348

Organization Cost
Franchise Cost
Land and Land Rlghts

Structures 8. Improvements
Collecting a Impounding Reservoirs
Lake, River, Canal Intakes
Wells a Springs
Infiltration Galleries
RainW ater  supply  Mains

Power Generation Equipment
Pumping Equipment

Water Treatment Equipment
Water Treatment Plants
Solution Chemical Feeders

Distr ibution Reservoirs & Standpipes
Storage Tanks
Pressure Tanks

Transmission & Distr ibution Mains

Services
Meters
Hydrants

Bacldlow Prevention Devices
Other Plant & Misc Equipment
Ollice Furniture a Equipment

Computers & Software
Transportation Equipment
Stores Equipment

Tools,  Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment

Miscellaneous Equipment
Other Tangible Plant

1
2

3
4
5
6
7

8
Q

10

11
12
13
14

15
16
17

18
19
20

21
2 2

23
24
25
i s
2 7

28
29
30
31

32
33

34
35
36 TOTALS

Prior

Deprc.

Rate

0.00 A
0.00%
0.00 .41

3.00 /B
a.0o A
3.00%

3.00%
3.00 .6
3.00%
3.00 A

3.00%
3.00%
3.00%
3.00%

3.00%
3.00%
3.00%

3.00%
3.00%
3.00%

3.00%
3.00 .4

3.00 ,s
3.00%
3.00 »6
3.00%
3.00%
3.00%
3.00%

3.00%
3.00%
3.00 ,s

3.00%

Allowed
Depress.

Rate

0.00%
0.00%

0.00%
3.33%
2.50%
2.50%

3.33%
5.57 .6
2.00%

5.00%
12.50%

3.33%
20.00%

2.22%
5.00%

2.00%
3.334:

B.33%
2.00%

6.67%
6.67%
6.67%

20.00%

20.00 £1
4.00%
5.00%

10.00%

5.00%
10.00%
10.00%

Pima Utility Company - Water Division

Plant Additions and Retirements Schedule B-2

Page 3.9

r  J48HU 1 a.uun41:> 5 4 6 6 1 5 0 9,629,26537
38

39
AD

Depreciable Plant Balance

Depreciation 14,997,778

734980

4.9007%
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_
2014

Line
Descnntion

NARUC
Account

Ne

GIL

MM

2405
2450.xxx

2415

2420.XXX

2470

2425
2425. 100
2460.100

2435
2465
2445

2460
2460.600
2460.100

2460.500

2450.200
2460.300
2460.400

301
302
303
304
305
306
307
308
sos
310
311
320

320.1
320.2
330

330.1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347

348 Organization Cost
Franchise Cost
LandandLand Rights
Structures & Improvements
Collecting 8 Impounding Reservoirs
Lake River, Canal Intakes
Wells a Springs
infiltration Galleries
Raw Water Supply Mains
Power Generation Equipment
Pumping Equipment
Water Treatment Equipment

Water Treatment Plants
Solution Chemical Feeders

Distribution Reservoirs gt Standpipes
Storage Tanks
Pressure Tanks

Transmission 8. Distribution Mains
Services
Meters
Hydrants
Backl'low Prevention Devices
Other Plant 8. Misc Equipment
Office Furniture 8 Equipment
Computers s Software
Transportation Equipment
Stores Equipment
Tools, Shop s Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
at
32
33
34
35
36 TOTALS

Prior
Deprc.
Rat

0.00%
0.00%
0.00%
3.00%
3.00%
3.00%
3.00%
3.00 A
3.00%
3.00%
3.00%
3.00 A
3.00%
3.00%
3.00%
3.00%
3.00%
3.00 6
3.00%
3.00%
3.00%
3.00%
3.00 A
3.00%
3.00%
3.00%
3.00%
300 A
3.00%
3.00%
3.00%
3.00 M
3.00%

A l lu vi a
Depress

Rat

0.00%
0.00%
0.00%

3.33%
2.50%
2.50%

3.33%
6.67 A
2.00%

5.00%
12.50%

3.33%

20.00%

2.22%

5.00%
2.00%

3.33 .6
8.33%
2.00%

6.67%
6.67%
6.67%

20.00%
20.00%
4.00%
5D0%

10.00 A:

5.00%
10.00%

10.00%

Adjusted
Plant

Additions

Pia nt
Additions Plant

(P r Books! Adiustments

Plant Adjusted
Retirements Retirement Plant

[PerBooks! Adiustments Retirements

Plant

Balanc

Deprecitinn

{Calculatedl

Net

Plant

Acc um.

Der rec.

Salvage

A{DOnly

4 052 1 5004052 1500 10,767
97 637

324,599 17B406
97,637

146,193

4,000 301 7904,000 22,895 685,547 383,757

2751033,985 1,957 2751035,042 286,612 2,297 113 1 391,669905,445

to 590 17 34813590 17345 13,550 2097666,422 45.445

4 691 3 0005548 (1,957) 3,000

52550
21 117

202,923
25,588

202 923
26588

52550
21117

25,559
3,597

58,674
170,649

73,374
17,761

1152147

73,537

2,933.724
5,199,792

883,574

B88,037

528 499

36355
1,910,691

1055,153
289,451
632,513

823 54a
37 5B2

1 023,033
4 144,639

594,123

255,523

2,293
84,764

2293
84,764 8,000 5,000

2332
32,607

175010

159

5 292
27,326

(1,950)

12335
(311015}

4 792

20273
206,026

1 0541 ,054 5,751 135,747 80,68455,053

5,317

5402
25,053

890(5,817)

54,750
135945

3 301

128 035

250,533
8303

73,286
114,689

5,502

-
135 D25375 907 135 025381 724 (5B17l 756,571 15,338396 9253 6006 0871696

Pima Utility Company - Water Division

Plant Additions and Retlremerlts
Schedule B-2

Page 3.10

37
as
39

AD

Depreciable Plant Balance
Depreciation

15,238,659

756,571
4964B%



2o15

6;-
D¢scllDtiDrlNo.

NARUC

Account

£4
Line

M

1
2

3 2405
2450.XXX

2415

2420.XXX

2470

2425

2425.100
2460. 100

2435
2465
2445

2450
2460.500

2460. 100

2460.500

2460.200
2460.300
2460.400

301
302

303
304
305
306

307
308
309

310
311

320
320.1
320.2
330

330.1

330.2
331

333
334
335

336
339
a40

340 1

341
a42
343

344
345
346

347
348

Organization Cost
Franchise Cost
Land and Land Rights
Structures & Improvements
Collecting & Impounding Resemoirs

Lake River Canal Intakes
Wells & Springs

infiltration Galleries
Raw Water SupplyMains
PowerGeneration Equipment

Pumping Equipment
Water Treatment Equipment

Water Treatment Plants

Solution Chemical Feeders
Distribution Reservoirs & Standpipes

Storage Tanks

Pressure Tanks
Transmission 8. Distribution Mains

Services
Meters

Hydrants
Backflow Prevention Devices

OtherPlant & Misc Equipment
OfficeFurniture 8. Equipment
Computers s.Softwa re

Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment

Power Operated Equipment
Communication Equipment
IulscellaneousEqupment

Other Tangible Plant

4
5
5

7

8
Q

10
11

12
13
14
15
16

17
LB
19

20
21

22
23
24
25

26
27
CB

29
SU
31

32
33
34
35
36 TOTALS

Prior
Deprc.

Rate

0.00%
0.00%

0.00%
3.00 A
3.00%
3.00%

3.00%

3.00 ,s
3.00%
3.00%
3.00 ,s

3.00%
3.00%

3.00%
3.00%
3.00%
3.00 As

3.00%
3.00%
3.00%

3.00 ,e
3.00%

3.00 A
3.00%

3.00%
3.00%
3.00%

3.00%
3.00%

3.00A
3.00%
3.00%

3.00%

Allowed
Depress.

Rate

0.00 .6
000 A

0.00%
3.33 A,
2.50%
2.50%

3.33%
6.57 ,G
2.00%

5.00%
12.50 K:

3.33%
20.00 A

2.22%
5.00%

2.00%
3.33%
8.33%
2.00 A

6.57%
5.57 A
5.67%

20.00%
20.00 ,e
4.00%

5.00%
10.00%

5.00 A.
10.00%
10.00%

Plant

Balance

Net

Plant

Deprecation

l Calcelatedl

Adjusted
Plant

Additions

Lyceum.

DCDYCC.

Plant
Retirements

[Per Booksl

AdJusted

Retlrement Plant

Adlustments R tired pts

SaNage

A{D Only

Plant
Additions Plant

IP eBooks} Adiustm pts

4 050 185572
97,637

324,999108163.650

97,637
139,4204050 3.650

33 163 718,70923,381 393,539325,17133,163

45 031 2 632,985308,131 1 465,4401,167,54546031381903381,903

40,93B35,23676.17314,2600.7510.751

10.00010 000

4a.046
28.213

4B 046

28,213

25 467
3.697

58 674
177,042
75,206
17,704

1 142147

73,937

2 933724
5.433 391

922,093
001.404

543,965
40,052

1 .%9.36B
1 ,184,149

aa6.444

650.300

598.181
33,885

964358
4249,241

585.649

241097

281 645
55 732

3368

281 .645
66732

3.365

17,015
445

1 B9

4 623
34 458

1.700
1,600

2.832
13,625

169,565

4.603
17,734

171.968

22766

7

5 751

7445

3 7a4

2000
3.704
2.000

(1 ,771}

(4,108)

12.4031

4 730 140,4856.906 61,959 7B,5164.7aa

1.652

494

6 402
25,146

915
1 .652

494

120,036
252,285

0.30717.015

61.152
161.000

4.216

66,884
91,195

5,1B1(17,015)

793.280 5 717 951156.151166.151 793,105 15,963 4243,300793280 9,245474

Pima Utility Company - Water Division

Plant Additions and Rel rements

Schedule B-2

Page 3.11

37
as
39

40

Depreciable Plant Balance
Depreclation

15,8657788

793106
4.Q98B%

_



Pima Utilitycompany - Water Division
Test Year Ended December 31, 2015

Original Cost Rate Base Profomia Adjustments
Adjustment Number2

Exhibit
Schedule B-2
Page 4
Witness: Jones/Bourassa

Accumulated Depreciation

A

Adiustments

B

Per Books
Acc um

D§1z[.

Reclass A/D
for declassed

Pl

Reconciliation
lo Recon strutted

Balanss

Adjusted
Acc um.

Dsnr.

(0)
186,169

0
(597) 185,572

325,362 (192) 325,171

1,150,138 17,407 1,1671545

33,082 2,154 35,236

547,455
40,052

1 ,970, 190
1 ,180,171

335,492
650,680

(3,490)

(0)
(824)

3,978
952

(372)

543.965
40,052

1 ,969,s6e
1 ,1B4,149

336,444
550,308

(1,498)
3.755

(21 ,450)
(17,015)

(273)
9,151

19,047

<1 .771 )
(4,108)
(2,403)

46,225 (1,095) 16,838 61,969

Acct.

HSL
301
302
303
304
305
306
307
308
309
310
311
320

320.1
320.2
330

330.1
330.2
331
333
334
335
335
339
340

340.1
341
342
343
344
345
345
347
348

61,151
161,089

(8,383) 18,110

0
2

(5,511)

61,152
161,090

4,216

. .

Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant
Unspecified

TOTALS $
(6)

6,659,675 s $

6
58,276 s 6,717,951

Accumulated Depreciation per Books
$ 6,659,675

Increase (decrease) in Accumulated Depreciation s 5B,276

Adjuslmeni lo AccumulatedDepreciation
s 58376

Line
N ;

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

47
48
49
50

SUPPORTING SCHEDULES
B-2, pages 4.1 to 4.2

ll



Line
No.

Reclass A/D for RedassedPlant

Pima UtilityCompany - Water Division
Test Year Ended December31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number2 - A

Redass A/D
for declassed

Elan!

Reciass Retire
to Connect

NARUQ ACCT.

(17v015)

Schedule B-2
Page 4.1
Witness: Jones/Bourassa

Arliusiment

(17,015)

(1,095) (1,095)

Acct.

NO..
301
302
303
304
305
306
307
308
309
310
311
320

320.1
320.2
330

330 1
330.2
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347
348

Desnrintir>n
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res
Lake River and Other Intakes
Wells and Springs
infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist, Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

1,095 17,015 18,110

TOTALS s
5.

s

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
LG
17
18
i s
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
Work Papers

HI



Pima U\ilitycnmpany _ Water Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number2 - B

Exhibit
Schedule B-2
Page 4.2
Witness: Jones/Bourassa

Reconciliation of A/D to A/D Reconstrurnion

Ordinal

Q 9 2

B-2
Adiustmentg

Adjusted
Orgina I

S2953

AID
Per

Remnsvmdicn Difference

(0)
186,169

(0)
186,169 185,572

0
(597)

325,362 325,362 325,171 (192)

1,1501138 1,150,138 1,167,545 17v407

33,082 33,082 35,236 2,154

547,455
40,052

1,970.190
1 ,180,171

335,492
650,680

547,455
40,052

1,970,190
1 ,180,171

335,492
650,680

543,965
40,052

1 ,9e9_36e
1 ,184,149

336,444
650,308

(3,490)

(0)
(824)

3,97a
952

(372)

(1,498)
3 ,755  ,

(21,450)
(17,015)

(1,498)
(13,260)
(21 ,450)

(1,771)
(4,108)
(2,403)

(273)
9,151

19,047

46,225 (1,095) 45,131 61,969 16,838

Acct.

ND..
301
302
303
304
305
306
307
308
309
310
311
320

320. 1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347
348

Desnrintinn
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant
Unspecified

TOTALS

61,151
161,089

(8,383) 18,110

61,151
161,089

9,727

61,152
161,090

4,216

0
2

(5,511)

s
(6)

6,659,675 s s
(6)

6,659,675 $ 6,717,951 $
6

58,276

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
B~2, pages 4.1 to 4.2
B-2, pages 3.6 through 3.11

RECAP SCHEDULES:
B.2, page 4

I I\II\\Ilm I II al



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Original Cost Rate Base Profomla Adjustments
Adjustment 3

ExhibR
Schedule B-2
Page 5
Witness: Bourassa

Contributions-in-Aid of Construction LCIACB and Accumulated Amorti;a1ion

Accumulated
Amortization

Calculated Balance at 12/31/2015 $ 632,418 $ 461 ,407

Book Balance at 12/31/2015 $ 963,772 s 501,336

Increase / (Decrease) in CIAC or AA CIAC .$ (39,354) -$ 85929)

Line

NO.
1
2
3
4
5
e
7
B
9

10

11 Balance
12/31/2010

2011 I 2 0 ? i I 2013" 2671 - 5015

Additions Balance Additions Balance Additions Balance Additions Balance Additions Balance

c lAC 632,418 632,418 632,418 632,418 632,418 632,418

346,223Amortization Decision No. 73573
Amortization Rate
Amortization (1/2 yr convention)
Accumulated Amortization

4.9007%
30,993

398,395

4.9648%
31,398

429,793

4.9988%
31,613

461,407

0.0000%

12

13
14
15
16
17
18
19
20
21
22 Net CIAC 288195 "

3.3489%
21 ,179

367,402

8 5 ,0 1 6 234_02;=I` 202,624 179m
23

461,407

171,011

Notes:
1. 12/31»'10 Balanes agree to rate case balances approved in Decision 73573.
2. Amortization rate agrees to composite depreciation role for the year.

IA

I H u

T I



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment 4

Exhibil
SGh€du*e B-2
Page 8
Witness: Bourassa

Line
M L
1
2
3

Proforma Deferred Income Tax as of December 31. 2015

Water & Sewer
Tax Value

Probability
of Realization

of Future
Tax Benefit

Deductible TD
(Taxable TD)
Expended to
be Reaiized

Efiedive
Tax
Ra

Future Tax Asset
Current Non Currerg

Future Tax Liability
Current Non Current

s

Fed.

Plant-&n-Service
Acc um. Depress.
CIAC
Fixed Assets s

Water&sewer
Adjusiad

Egok Value
46,848,313 I

(21,667,729) I
(543,941) a

18,636,644 $ 8,447,592 z 100.0% s <10,1a9,051) 2150% (2.190v594)

Slate Fixed Assets s 18,636,644 s 8,447,592 2 100.0% s (10,189,051) 3236% (329 ,759)

Fed &Slale AIAC 4 100.0% s 4 24.736%

s s s s (2,520,353)

Net Asset (Liability)

Allocation Factor . Water-Division (based on rule base before ADIT)

s (2,520,353)

0.5284

Net Asset (Liability) Water Division s (1 ,331 ,a35)

ADIT Asset (Liability) as Adjusted

Adjustment to ADIT

.8

s 1,331 ,835

Footnotes - See page 7.1

4
5
e
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

RECAP SCHEDULES:
82, page 2

lluluu



Pima UtilityCompany -Water Division
Test Year Ended December 31 , 2015

Cash Working Capital

Exhibit
Schedule B-5
Page 1
Witness: Bourassa

Line
82 .
1
2
3 Descrinijnn

Proforma
Test Year
Amount'

Revenue
Lag (Lead)

Do

Expense
Lag (Lead)

Do

Net
Lag (Lead)

Davs Col C - Col. D

Lead/Lag
Factor

Col. E/365

Cash
Working
Capital

Required
Col. B * Col. F

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

OPERATING EXPENSES
Salaries and Wages
Employee Pensions and Benefits
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supples and Expense
Contractual Services - Engineering
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Other
Contractual Services - Water Testing
Rents
Transportation Expense
Insurance - Vehicle
insurance - General Liabiity
Insurance - Health & Life

s 351 v929
53,750

13.00
1a.o0

s 36,643
4_aso

23B,567
16,377
74,217
72,B24

297
4,148
5,414

87,018
29,7B5

2,sao
29,667
14,085
2s,ta44

729

51.00
s1.oo
51.00
51.00
s1.oo
51 .00
5100
51.00
51.00
51.00
51.00
51.00
51.00
51 .00
51.00
51.00
51.00

51 ,74
12.11
22.35
16.02
29.33
24.00
96.02
14.11

(22.42)
(3.83)
39.26

(1B2.50)
(1B2.50)

1a.oo

aa.0o
33.00
51 .00
(0.74)
3B.89
28.65
34,SB
21.67
27.00

(45.02)
36.89
73.42
54.53
11.74

233.50
233,59

33.00

0.104122
0.090423
0.135738

(0.002015)
0.108560
0.078505
0.095545
0059382
0.073985

(0.123330)
0.101081
0.201163
0.150231
0.032177
0.638738
0.639738
0.090423

(4B1)
1,745
s,8zs
s,9au

18
307

(668)
8,796
5,992

403
955

9,011
17,173

66

Miscellaneous Expense 30,953 51 .of (37.27) 88.27 0.241848 7,zss

TAXES
General Taxes-Pruperty'
General Taxes-Other
Income Tax1

s 127,B91
44,751

169,906

51.00
51.00
51 00

214.29
5.91

37.00

(16328)
45.09
14.00

(0.447as2zs) s
0.12as4s41
0133836833

(57,214)
5,529
6,519

OTHER

TOTAL s 1 ,aso,a35 WORKING CASH REQUIREMENT s 59,729

Test Year Cash Working Capital s

Increase(decrease) in Cash Working Capital s ss,72s
'At proposed rates.

4
5
6
7
8
9
10
11
12
13
14
15
16
17
1 B
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
4s

46
47
48
49
50

RECAP SCHEDULES2
B-2, page 2



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

Test Year
Book

Results Adjustment

Test Year
Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Metered Water Revenues
Unmetered W ater Revenues
Other Water Revenues

$ 2,438,308 $ (35,965) $ 2,402,343 $ 337,024 $ 2,739,367

$
21807

2,459,915 (35,§é5) $
21,607

2,423,950 $ 3371124 $
21,607

2,760,974
Operating Expenses

$ 351 ,929
53,750

$ 351,929
53,750

$ 351,929
53,750

(3,521)
(618)

238,567
16,377
74,217
72,824

297
4,148
5,414

87,018
29,786
2,680

29,667
14,085
26,844

729

(2)

235,046
15,759
74,217
72,822

297
4,148
5,414

87,018
29,786
2,680

29,667
14,085
26,844

729

235,046
15,759
74,217
72,822

297
4,148
5,414

87,018
29,786
2,680

29,667
14,085
26,844

729

35,000

Salaries and Wages
Employee Pensions and Benefits
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Contractual Services - Engineering
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Other
Contractual Services - Water Testing
Rents
Transportation Expense
Insurance - Vehicle
Insurance - General Liability
Insurance - Health & Life
Regulatory Commission Expense
Regulatory Commission Expense - Rate Ca
Bad Debt Expense
Miscellaneous Expense
Depreciation & Amortization Expense
Taxes Other Than Income
Property Taxes
Income Tax

6,663
30,053

729,831
44,751

115,292

(49,058)

7,019
88,496

35,000
6,663

30,053
680,774

44,751
122,311
88,496

5,581
81,411

35,000
6,663

30,053
680,774
44,751

127,891
169,906

8
$

1,984,94
524,991

$
$

77,316 $
(113,280) $

1 0 1 4 2 l 6
411,711

$_
$

89931 _Ag 5099.253
250,032 $ 661,743

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expense

79,249
1 ,431

(102,054)
(3,266)

39,776

79,249
1,431

(62,278)
(3,266)

79,249
1,431

(62,278)
(3,266)

Total Other Income (Expense)
Net Profit (Loss)

$
$

(24,640)
500,351

$
3

39,776 $
(73,504) $

15,136
426,847

$
$ 250,032

$
$_

15,136
6768s79

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

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

43
44
45
46
47

SUPPORTING SCHEDULES:
C-1, page 2
E-2

RECAP SCHEDULES:
A-1

II l



Pima Utilitycompany - Water Division
Test Year Ended December 31, 2015

Income Statement

Total Other Income (Expense)
Net Prowl (Loss)

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expense

Operating Expenses

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

Salaries and Wages
Employee Pensions and Benefits
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Oflice Supplies and Expense
Contractual Services - Engineering
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Other
Contractual Services - Water Testing
Rents
Transportation Expense
Insurance - Vehicle
Insurance - General Liability
Insurance - Health & Life
Regulatory Commission Expense
Regulatory Commission Expense - Rate r
Bad Debt Expense
Miscellaneous Expense
Depreciation & Amortation Expense
Taxes Other Than Income
Property Taxes
Income Tax

s (24,640) s
. i .500\§§J_..a

s
$

LABEL>>>>>
Test Yea r

Book
B§§ul1§

s

s 2,438,308

s

1 ,934,924
524,991

21 ,607
2459,915

79,249
1,431

(102,054)
(3,266)

6,653
30,053

729,831
44,751

115.292

238,587
16,377
14,217
72,824

297
4,14a
5.414

87,018
29,785

z,eao
29.667
14,065
26,844

729

351 ,929
53,750

s
s

s

Denrerziation

(49,058) s
49,058 s

(49,058)

1

s

Properly
la xe s

7,019 s
(7,019) s

7.019

z

Rate Revenue
Qase Fnmense AnnIIali7atinn

s

- s
._c;~;§,Q00) _§..

35,000 $
(35,000) $

35.000

Si

s

4

- s - s
.I51§L.$._.-(a1.$9§)_.§....

(33) s
(518) $

(551) s

(551) s

(29)
(2)

(2)

Usage
Nnmvllizalion

(4,108) s
(31,305) s

22.32134 s

(35,413)

§

(3,492)
(616)

interest
QLDSEIL

39,775 s ¢ s
='4.11__$. . . . . . @ 4 9 0 )  L -

39,776

5

$
$

s

IIIS9IIJ§JBK

88,496 s
(B8,496) s

z

88,496

_ 21.60__
s 2,423,950 s

s

s 21402,M3 s

Test Yea r
Adjusted
B§§Ul!§

2,012,240
411,711

15,136
425,§47

35,000
e,sea

30,053
680,774
44,751

122,311
88,496

79,249
1 ,431

(62,278)
(3,266)

235,045
15.759
74,217
72,822

297
4,148
5,414

B7,018
29,7B6
2,6a0

29.867
14,085
25.844

729

351,929
53,750

s
s

s
s

Exhibil
Schedule C-1
Page 2
Witness: Bourassa

Proposed
Rate

Increase

250,032

86.991
250,032

337,174 s

337,024 s

5.581
BI ,411

s
s

s
s

s

Adjusted
with Rate
lncreosg

2,099,231
561,743

21 ,607
2,760,974

2,739,357

15,136
676,879

35,000
6,663

30,053
680,774
44,751

127,B91
169,906

79,249
1 ,431

(62,278)
(3,266)

235,046
15,759
74,217
72,822

297
4,14s
5,414

87,018
29,786
2,es0

29,657
14,085
26.844

729

351 .929
53,750

Line
NQ.

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
is
17
18
19
20
21
22
23
24
25
2B
27
28
29
30
31
32
33
M
35
as
37
38
39
40
41
42
43
44
45
46

SUPPORTING scHEDule_Es:
C-2
E-2

RECAP SCHEDULES:
C-1, page 1
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Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Adjustments to Revenues and Expenses

Exhibit
Schedule C-2
Page 1
Witness: Bourassa

Subtotal

Depfgciatiog

Q
Interest
Svnch.

Revenues

Adjustments to Revenues and Expenses

Z _3 8
Property Rate Revenue
l axes Case Expense Annuglizatiog

(551)

§
Usage

Normalization
(35,413) (35,965)

Expenses _ £49,058) 7,019 35,000 so) (4_,108) . . (.11,18(J

Operating
Income 49,058 (7,019) (35,000) (518) (31,305) (24,785)

Interest
Expense

Other
Income /
Expense

39,776 39,776

Net Income 49,058 3019) (35,000) (518) __ (s1_305) __ 39,776 14,991

Z
Income
Taxes

Adiustments to Revenues and Expenses

Q _9 m
intentionally Intentionally Intentionally
Left Blank Left Blank Left Blank

n
Intentionally
Left Blank

L
Intentionally
Left Blank

Revenues
(35,965)

Expenses 88,496
77,316

Operating
Income (88,496) (113,280)

Interest
Expense

Other
Income /
Expense

39,776

Net Income (88,496)
(73,504)

Line

M
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

37

Subtotal



Pima UtilityCompany - Water Division
Test Year Ended December 31 , 2015

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
page 2
Witness: Bourassa

Qeoregiatiorl Expense

Line
M L

Ori gt pal
Qost

Non-Depr.
or Fully

Qepr. Elant

Adjusted
O r i g i n a l

Cost
Eroposed

Rates
Qepreciation

Expense

97,637
324,999

(97,637)
324,999 10,822

718,709 718,709 23,933

2,632,985 2,632,985 219,328

76,173 76,173 15,235

1 ,142,147
73,937

2,933,724
5,433,391

922,093
891,404

1 ,142,147
73,937

2,933,724
5,433,391

922,093
891 ,404

25,356
3,897

58,674
180,932
76,810
17,828

2,832
13,625

169,565

2,832
13,625

169,565

189
2,725

33,913

140,485 140,485 7,024

Acct.

N &
301
302
303
304
305
306
307
308
309
310
311
320

320. 1
320.2
330

330.1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

TOTALS

128,036
252,285

9,397

128,036
252,285

9.397

0.00%
0.00%
0.00%
3.33%
2.50%
2.50%
3.33%
6.67%
2.00%
5.00%
8.33%
3.33%
3.33%

20.00%
2.22%
2.22%
5.00%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%

20.00%
20.00%

4.00%
5.00%

10.00%
5.00%

10.00%
10.00%
10.00%

6.402
25,229

940

15,963,454 8 . (99,635) $` 152le5,788 .709,0a6 .

Less: Amortization of Contributions
Total Depreciation Expense

Amory. Rate
$ 632,418 4.4690%

G_ross_§IA_Q

$
(2_8,26s)
680,774

Adjusted Test Year Depreciation Expense

Increase (decrease) in Depreciation Expense

729,831

(49,058)

1
2
3
4
5
6
7
8
9

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

41
42
43
44
45
4G
47
48
49
50
51

Adjustment to Revenues and/or Expenses
$ (49,058)

SUPPORTING SCHEDULE
B-2, page 3

lllm



Pima UtilityCompany -WaterDivision
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Witness: Bourassa

p.rs>perty Taxe_s

Test Year
as adlusted

$ 2,423,950
2

4,847,901
2,423,950
7,271,851

3
2,423,950

2

Company
Recommended

$

4,847,901

2,423,950
2

4,847,901
2,760,974
7,608,875

3
2,536,292

2
5,072,583

DESCRIPTION
Company Adjusted Test Year Revenues - 2007
weight Factor
Subtotal (Line 1 * Line 2)
Company Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5/ Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line B)
Plus: 10% of CWIP - 2010
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate _ Obtained from ADOR
Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Tax on Parcels
Total Property Taxes (Line 16 + Line 17)
Test Year Property Taxes
Adjustment to Test Year Property Taxes (Line 18 - Line 19)

$ $

171,968
4,900,615

18.0%
882,111

13.7992%
121,724

6,167
$
$
s

171 ,968
4,675,932

18.0%
841 ,668

13.7992%
116,144

6,167
122,311
115,292

7,019

Property Tax on Company Recommended Revenue (Line 16 + Line 17)
Company Test Year Adjusted Property Tax Expense (Line 18)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

127,891
122,311_

s,s81

Line

M
1
2
3
4
5
6
7
8
9

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

Increase in Property Tax Due to Increase in Revenue Requirement (Line 24)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 26 / Line 27)

$
$

5,581
337,024

1.65591 %

ll\ I



Pima UtilityCompany - Water Division
Test Year Ended December 31 , 2015

Adjustment to Revenues and Expenses
Adjustment Number 3

Exhibit
Schedule C-2
Page 4
Witness: Bourassa

Rate Case Expense

Estimated Rate Case Expense $ 175,000

Estimated Amortization Period in Years 5

Annual Rate Case Expense $ 35,000

Test Year Rate Case Expense

Increase(decrease) Rate Case Expense

$

$ 35',b'00

Line
No.
1
2
3
4
5
6
7
8
9
10
11

12
13

14
15
16
17
18
19
20

Adjustment to Revenue and/or Expense $ 35,0Q0



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 4

Exhibit
Schedule C-2
Page 5
Witness: Bourassa

Revenue Annualization

Revenue Annualization $ (551)

Total Revenue from Annualization
_(55])

Purchased Power Expense
Gallons Sold During Test Year (in 1,000s)
Cost per 1,000 gallons

$ 238,567
1 ,631 ,562

0.1462$

Additional Gallons Sold from Annualization (in 1,000s)
(196)

Increase (decrease) in Purchased Power
$ (29)

TY Chemicals Expense
Gallons Sold During Test Year (in 1,000s)
Cost per 1,000 gallons

$

$

16,377
1,631,562

0.0100

Additional Gallons Sold from Annualization (in 1,000s)

Increase (decrease) in Chemicals Expense
$

(196)

(3)
Additional billings from annualization
Postage rate

$
(5)

0.44

Increase (decrease) in Office Expense
$ - (̀ 2)

Adjustment to Revenue and/or Expense
$ (518)

Line
No.

1
2
3
4
5
6

7
8
g

10
1 1
12
13
14
15

16
17
18
19
20
21
22
23

24
25
26
27
28

29
30
31

32
33
34
35
36
37
38
39
40

SUPPORTING SCHEDULES
W ork Papers
H-1



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 5

Exhibit
Schedule C-2
Page 6
Witness: Bourassa

Usage Normalization Adjustment

Revenue Adjustment $ (35,413)

Adjustment to Revenues 435,419

Purchased Power Expense
Gallons Sold During Test Year (in 1,000s)
Cost per 1,000 gallons

$ 238,567
1 ,631 ,562

0.1462$

Additional Gallons Sold from Usage Normalization (in 1,000s) (23,886)

Increase (decrease) in Purchased Power $ (3,492)

TY Chemicals Expense
Gallons Sold During Test Year (in 1,000s)
Cost per 1,000 gallons

$

$

16,377
636,008

0.0258

Additional Gallons Sold from Usage Normalization (in 1,000s)

Increase (decrease) in Chemicals Expense $

(23,886)

(616)

Adjustment to Revenue and/or Expense $ §31,395>

Line

M
1
2
3
4
5
6

7
8
g

10
11
12
13
14

15
16
17
18
19
20
21
22

23
24
25
26
27
28
29
30

Reference
Testimony
W ork Papers

I



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 6

Exhibit
Schedule C-2
Page 7
Witness: Bourassa

Annualize Purchased Power

Test Year purchased power expense
Purchased Power Adjustments (Adjustment 5)

$ 238,567
(3,492)

Adjusted Test Year purchased power expense $ 235,074

1 ,756,437Gallons sold during test year (in ,1000's)

Cost per 1,000 gallons = lines / line 5 $ 0.13

Additional gallons from annualization (in 1,000's) (21,469)

Additional purchased power expense $ (2,791)

Adjustment to Revenue and/or Expense $ (2,791)

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

18
19
20
21
22
23

REFERENCE
Line 3: C-1 line 11
Line 5: H-1 annualized gallons

H-2, page 3: total gallons sold
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Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 7

Exhibit
Schedule C-2
Page 8
Witness: Bourassa

Interest Svnchronization

$ 7,806,162
0.80%

$

Fair Value Rate Base
Weighted Cost of Debt
Interest Expense 62,278

Test Year Interest Expense $ 102,054

Increase (decrease) in Interest Expense (39,776)

Adjustment to Revenue and/or Expense $ 39,776

Weighted Cost of Debt Computation

Amount Cost

0.00%

0.00%

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Debt

Equity

Total

$

$

$

Percent

#DIV/0!

#Dlvl0!

#DIV/0!

Weighted
Cost

#DIV/0!
#DIV/0!
#DIV/0!

in



Pima Utili!yCompany - Water Division
Test Year Ended December 31, 2015

Adjustment to Revenues and/or Expenses
Adjustment Number 8

Exhibit
Schedule C-2
Page 9
Witness: Bourassa

Income Tax Comoutagigg

Test Year
Adjusted
Results

Adjusted
with Rate
Increase

Revenue
Operating Expenses Excluding Income Taxes
Synchronized Interest

$ 2,423,950
1,923,744

62,278

$ 2,760,974
1,929,325

62,278

Income Before Taxes $ 437,9;9_ $ 769,371

Arizona Income Before Taxes $ 437,929 $ 769,371

Effective Rate 1 2.94% 3.07%

Arizona Income Taxes $ 12,893 $ 23,602

Federal Income Before Taxes $ 437,929 $ 769,371

Less Arizona Income Taxes $

Federal Taxable Income $

12,893

425,035

23,602

745,769

FEDERAL INCOME TAXES:
Effective Federal Tax Rate = 19.38% 20.58%

Federal Income Taxes $ 82,381 $ 153,474

Total Income Tax $ 95,274 $ 177,077

Overall Tax Rate 21.76% 23.02%

$ 95,274 $

Line
NO
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
1 g
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

Income Tax
Test Year Income tax Expense
Adjustment to Income Tax Expense $ 95,274 $

177,077
95,274
81,803

1 See work papers/testimony

_as



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Computation of Gross Revenue Conversion Factor

Exhibit
Schedule C-3
Page 1
Witness: Bourassa

Line

M Description
Combined Federal and State Effective Income Tax Rate

Percentage
of

Incremental
Gross

Revenues
24.562%

Property Taxes 1.249%

Total Tax Percentage 25.812%

Operating Income % = 100% - Tax Percentage 74. 188%

= Gross Revenue Conversion Factor1
Operating Income % 1 .3479

1
2
3
4
5
6
7
8
g

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

SUPPORTING SCHEDULES:
C-3, page 2

RECAP SCHEDULES:
A-1



Test Year
Tg\3\ l

Pima Uuli Comma no - Water Division
2,423,950
1823474

93.433

$
s
s

$
$
s

2,423,950
1 923,744

93,433 s
$ 406,773

2.9441°/
$ 406,773

2.9441%
s

2.9441'V
s
s

11,976
394,797

1Q.ssz1v
76,520

76.520

$
s
s
s
s

$
$

$

11 .976
394,797

193821 /
76,520

$ 76520

s
$

s
s 88.4w6 $ ea,-we s

»C o any Reonmmended
Total I

Pima Uiiiit 'CD
I

a Water vision
5
$
s

2,760,974
1 ,929,325

93,433

s
$
s

2 760,974
1,929,325

33,433
s 738,217

3.0677'V
$ 738,217

30677°/
s

3.0S77°/
$
s

2z,e47
715,570

20.5794 /
147,260s

s
$
s
s 147.260

s
s

s

22,647
715,570

20.5794 /
147.260

147,260$

$
$

s
s 169,905 s 169,906 s

$ 7,806,162
1.1969/

N/A
s

00000 /
s 93,433 s

Pima Utilitycompany -Water Division
Test Year Ended December 31, 2015

Line
M

18
19
20
ZN
Hz
23

12
13
14
15
LG
17

7
8
9
10
11

1
2
3
4
5
s

Calculation of Effective Prooenv Tax Fac10£
Unity
Combined Fedora\ and slate lncame Tax Rate (L17)
One Minus Combined lnoome Tax Rate (L18-L19)
Property Tax Factor
Efredive Pmpeny Tax Factor (L20°L21)
Combined Federal and Slate Income Tax and Properly Tax Rate (L17+L22)

Calculation or Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable FederaI Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16)

Calculation of Ul100lI6dibl€ Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (LE » LB )
Uncollectible Rate
Uncollectible Factor (LQ ' L10 )

Calculation of Gross Revenue Conversion Factor:
Revenue
UncoVecible Factor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Income Tax and Properly Tax Rate (Line 23)
Sub\o\al (LE - LE)
Revenue Conversion Factor (L1 ILL)

Description

GROSS REVENUE CONVERSION FACTOR

(A)

100.0000%
24.5624%
75.4376%

1.6559%

100 .0000%
245624%
75.4375%

0.0000%

100. 0000%
32194%

96 7806%
22 . D529%
21 .3430%

1000000%
0.0000%

100.0000%
25.8116%
741884%
1347919

(B)

24.5624%

0.0000%

1 .2492%

(C)

a r nbn
Schedule C-3
Page 2
VWtness: Bourassa

(D) [E] IF]

24
25
26

s
s

661,743
411,711

Required Operating lnoome
Ad}us1edTesi Year Operating income (Loss)
Required Increase in Operating Income (L24 - L25) s 250,033

27
28
29

s
s

169,906
88,496

Income Taxes on Recommended Revenue (cm, (F), L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue lo Provide for Income Taxes (L27 - L28) s 81 v411

$ 2,760,974
0.0000%

30
3 1
32
33
3 4

s
s

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. $

35
36
37

s
$

127,891
122,311

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

38 Tola\ Required increase in Revenue (L26 + L29 + L37) $

5,5a1

337,024

(A\ (B\ (C\ {D\ TEL IF]

39
40
41
42
4 3
44
4 5
46
4 7
4 8
49
50
51
52

Calculation of Income Tar
Revenue
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L30 - L31 - L32)
Arizona State Effective Income Tax Rate (see work papers)
Arizona Income Tax (Las x L34)
Federal Taxable Income (L33 . L35)
Effective Tax Rate (see work papers)
Federal Income Tax

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

as Applicable Slate Income Tax Rate \Col. 161. L44 . CoL ml, L441 / [Col 1E1, L42 _ Cui. 1B1. L421
54 Applicable Federal Income Tax Rate [COl. [E], L51 _ COL [BL L51] I [COL [EL L45 _ Cal, [BL L45]
55

3.2194%
22.0529%

55
57
58

Calculation of Interest Smchmnizafion:
Rate Base
Weighted Average Cos¢ of Debt
Synchronized interest (L45 X L46)



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Comparative Balance Sheets

Exhibit
Schedule E-1
Page 1
Witness: Bourassa

Line
No .

Test
Year

Ended
12/31 /2015

Year
Ended

12/31 /2014

Year
Ended

12/31/2013
ASSETS

Plant In Service
Non-Utility Plant
Construction Work in Progress
Accumulated Depreciation
Net Plant

$ 15,928,780 $ 15,240,380 $ 15,053,015

3,135
_l_6,659,Q5)

9,272,240

3,135
(6,945,3801
911989134

3,824
_ _ (5,440,977

9,615§G1

Debt Reserve Fund $ $ $

$ $

$ 337,843 $ 294,415 $ 574,294

212,386
8,446

3,574,593

190,792 197,975

CURRENT ASSETS
Cash and Equivalents
Restricted Cash
Accounts Receivable, Net
Other Receivables
Receivables from Associated Companies
Materials and Supplies
Prepayments
Other Current Assets
Total Current Assets

4,397,535 3,865,723

$

3,805
1,075,435
5,212,508 $

1,114,501
5,997,244

15,240
1,154,298
5,807,530

Unamortized Debt Discount
Other Deferred Debits
Deferred Debits

$ 6,060 $ 9,888 $ 13,715

$ 6,060 $ 9,888 $ 13,715

Other Investments & Special Funds $ $

TOTAL ASSETS $ 14,490,808 $ 15,205,266 $ 15,437,106

LIABILITIES AND STOQKHOLQERS' EQUITY

Common Equity $ 10,463,424 $ 10,873,073 $ 10,794,025

Long-Term Debt _2,976,900 . 3,255,000 3,534,000

$ 81,803
279,000

$ 69,369
279,000

$ 76,250
279,000

$

5,893
100,675

8,223
113,354

. 588,948 $

3,565
96,601
9,236

109,674
567,445

1 ,460
88,171
9,883

91 ,343
_546,1_08

$ $ $

CURRENT LIABILITIES
Accounts Payable
Current Portion of Long-Term Debt
Payables to Associated Companies
Security Deposits
Customer Meter Deposits, Current
Accrued Taxes
Accrued Interest
Other Current Liabilities
Total Current Liabilities
DEFERRED CREDITS

Customer Meter Deposits, less current
Advances in Aid of Construction
Accumulated Defen'ed Income Taxes
Contributions In Aid of Construction
Accumulated Amortization
Total Defen'ed Credits

345,609

963,772
(501 ,336)
462,436

963,772
_ (454,024)

_ 50Q,_748

632,418
_ (415,054L

562,973

Total Liabilities & Common Equity $ 14,490,808 15,205,266 $ 15,437,106

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56

57
58
59
60
61
62

SUPPORTING SCHEDULES:
Workpapers

RECAP SCHEDULES:
A-3



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Comparative Income Statements

Exhibit
Schedule E-2
Page 1
Witness; Bourassa

Test
Year

Ended
12/'81 /2015

Prior
Year

Ended
12/31/2014

Prior
Year

Ended
12/31/2013

$ 2,438,308 s 2,468,948 s 2,481,911
Revenues

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

Total Revenues
Operating Expenses

$
21,607

2,459,915 $
22,611

2,491,559 $
21,709

2,503,619

$ 351,929
53,750

$ 343,089
57,139

$ 343,428
56.318

238,567
16,377
74,217
72,824

297
4,148
5,414

87,018
29,786

2,680
29,667
14,085
26,844

729

233,581
18,632

103,877
71,835

5.230
9,934

85,185
30,894

450
33,867
8,628

14,520
428

244,914
23,797
69,729
76,939
2,514
3,325

12,290
93,204
17,259

798
41,296
11,899
15,382

624

Salaries and Wages
Employee Pensions and Benefits
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Contractual Services - Engineering
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Other
Contractual Services - Water Testing
Rents
Transportation Expense
insurance - Vehicle
Insurance - General Liability
Insurance - Health & Life
Regulatory Commission Expense
Regulatory Commission Expense - Rate Case
Bad Debt Expense
Miscellaneous Expense
Depreciation & Amortization Expense
Taxes Other Than Income
Property Taxes
Income Tax

6,663
30,053

729,831
44,751

115,292

1,790
31,963

700,458
55,463

113,362

8,703
39,365

699,552
69,545

108,105

$
$

1 ,934,924
524,991

$
$

1,920,325
571,234

$
$

1 ,938,985
564,634

79,249
1,431

(102,054)
(3,266)

71,613
2,684

(112,681)
(1,807)

75,880
1,521

(121,260)
(1,132)

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other Income
Interest Expense
Other Expense
Gain (loss) on Disposal of Equip

Total Other Income (Expense)
Net Protit (Loss)

$
$

(24,640) $
500,351 $

(40,190) $
531,044 $

(44,992)
519,643

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

SUPPORTING SCHEDULES:
Workpapers

RECAP SCHEDULES:
A-2

ml
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Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Comparative Statements of Cash Flows

Exhibit
Schedule E-3
Page 1
Witness: Bourassa

Line
M ;

Test
Year

Ended
12/31 /2015

Prior
Year

Ended
12/31/2014

Prior
Year

Ended
12/31 /2013

$ 500,351 $ 531,044 $ 519,643

729,831
(162,848)

7G0,458
(135,025)

699,552
(298,324)

(21 ,594) 7,183 (3,887)

(3,805)
3,828

822,942

15,240
3,827

(531 ,812)

(15,240)
3,828

2,129,172

$

12,434
2,328

(1,013)
4,074

34,300
(1)

1,920,827 $

(6,881)
2,105
(647)

8,430
58,128

(2)
652,048 $

(8,850)
1,460
(636)

(2,175)
43,996

1
3,068,540

(688 ,400) (186,676) (142,987)

$ (688,400) $ (186,676) $ (142,987)

(279,000) (279,000)
(12,220)

(910,000)

(279,000)
331,354

(345,509)
(451 ,996) (2,500,002)

$

Cash Flows from Operating Activities
Net Income
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and Amortization
Other - Adjustments
Changes in Certain Assets and Liabilities:

Accounts Receivable
Unbilled Revenues
Materials and Supplies Inventory
Prepaid Expenses
Deferred Charges
Recievabies/Payables from Assoc. Cos.
Other Receivables
Deferred Debits
Accounts Payable
Customer Deposits
interest Payable
Taxes Payable
Other assets and liabilities
Rounding

Net Cash Flow provided by Operating Activities
Cash Flow From investing Activities:

Capital Expenditures
Plant Held for Future Use
Changes in debt reserve fund

Net Cash Flows from Investing Activities
Cash Flow From Financing Activities

Change in Restricted Cash
Proceeds from Long-Term Debt
Net receipt of contributions in aid of construction
Net receipts of advances in aid of construction
Distributions/Dividends paid
Deferred Financing Costs
Paid in Capital

Net Cash Flows Provided by Financing Activities
increase(decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year $

(1 ,189,000) s
43,427

294,415
337,843 $

(745,251) $
(279,879)
574,295
294,415 $

(2,791 ,222)
134,331
439,964
574,295

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
Workpapers/cashflow water.xls

RECAP SCHEDULES:
A-5



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Statement of Changes in Stockholder's Equity

Exhibit
Schedule E-4
Page 1
Witness: Bourassa

Common
Stock

Additional
Paid-In-Caoital

Retained
Eaminqs Total

Balance, December 31, 2007
Add fl Paid In Capital Adjustment
Distributions/Dividends
Rounding
Net Income

$ 107,416 $ 7,467,861 $ 6,718,708 s 14,293,986

(2,500,002)
3

519,643

(2,500,002)
3

519,643

Balance, December 31, 2008
Add fl Paid In Capital
Distributions/Dividends
Rounding
Net Income

$ 107,416 $ 7,467,861 $ 4,738,352 $ 12,313,629

(451 ,996)

(2)
531 ,044

(451 ,996)

(2)
531 ,044

Balance, December 31, 2009
Add fl Paid In Capital
Distributions/Dividends
Rounding
Net Income

$ 107,416 $ 7,467,861 $ 4,817,397 $ 12,392,675

(910,000)

(1)
500,351

(910,000)

(1)
500,351

Balance, December 31, 2010 107,416 $ 7,467,861 $ 4,407,747 $ 11,983,025

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

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

23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

SUPPORTING SCHEDULES: RECAP SCHEDULES:
E-1



\

Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Detail of Plant in Service

Exhibit
Schedule E-5
Page 1
Witness: Bourassa

Acct.

M Plant Description

Plant
Balance

at
12/31/2014

Plant
Additions I
Reclass-

ications or
or

Retirements

Plant
Balance

at
12/31 /2015

$

97,637
2,284,496 7,500

97,637
2,291 ,996

1,692,115 97,217 1,789,332

730,779 99,163 829,942

2,678,929 28,643 2,707,572

3,056,451
4,321 ,228

974,840
891,614

177,591
36,478

3,056,451
4,498,820
1,011,318

891,614

651,634 5,481 657,115

301
302
303
304
305
306
307
308
309
310
311
320
320

320. 1
320.2
330

330 . 1
330.2
333
334
335
336
339
340
341
342
343
344
345
346
347
348

Organization Cost
Franchise Cost
Land and Land Rights
Structures and improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
W ater Treatment Equipment
W ater Treatment Equipment
W ater Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Miscellaneous Equipment
Office Furniture and Fixtures
Transportation Equipment
Stores Equipment
Tools and W ork Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant
plant Held for Future Use
Rounding

35,000
13,239

24,539 59,539
13,239

TOTAL WATER PLANT $ 17,427,962 as 476,612 $17,904,574

Line

M
1
2
3
4
5
6
7
8
9

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

37
38
39
40
41

SUPPORTING SCHEDULES
Workpapers/Trial Balance Mapping Water and Sewer tjb.xls

RECAP SCHEDULES;
A»4
E-1



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Operating Statistics

Exhibit
Schedule E-7
Page 1
Witness: Bouras

Test
Year

Ended
12/31 /2015

Prior
Year

Ended
12/31 /2014

Prior
Year

Ended
12/31 /2013

WATER ST_ATj$T_ICS:

Total Gallons Sold (in Thousands) 1 ,756,437 2,251 ,050 2,241,014

Water Revenues from Customers: s 2,438,308 $ 2,468,948 $ 2,481,911

Year End Number of Customers 10,188 10,193 10,187

Annual Gallons (in Thousands)
Sold Per Year End Customer 172 221 220

Annual Revenue per Year End Customer $ 239.33 $ 242.22 $ 243.64

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Pumping Cost Per 1,000 Gallons
Purchased Water Cost per 1,000 Gallons

$
$

0.1358 $
$

0.1038 $
$

0.1093



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Taxes Charged to Operations

Exhibit
Schedule E-8
Page 1
Witness: Bourassa

Test Prior
Year Year

Ended Ended
12/31/2015 12/31/2014

Prior
Year

Ended
12/31 /2013

Description

$ $ $State Income Taxes
Federal Income Taxes
Payroll Taxes
Property Taxes

1.818
115,292

1 ,568
113,362

1,835
108,105

Line

m ;
1
2
3
4
5
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

Totals $ 117,110 $114,930 $ 109892T.



_

Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Notes To Financial Statements

Exhibit
Schedule E-9
Page 1
Witness: Bourassa

Line

1
2
3
4
5
6
7
8
g

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

See attached audited financial statements.

II



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Projemed Income Statements - Present & Proposed Rates

Exhibit
Schedule F-1
Page 1
Witness: Bourassa

Line

M ;

Test Year
Actual
Results

At Present
Rates
Year

Ended
t2/31/2016

At Proposed
Rates
Year

Ended
12/31 /2016

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ 2,438,308 $ 2,402,343 $ 2,739,367

$
21,607

2,459,915 $
21,607

2,423,950 $
21,607

2,760,974
Operating Expenses

$ 351,929
53,750

$ 351,929
53,750

$ 351,929
53,750

238,567
16,377
74,217
72,824

297
4,148
5,414

87,018
29,786
2,680

29,667
14,085
26,844

729

235,046
15,759
74,217
72,822

297
4,148
5,414

87,018
29,786
2,680

29,667
14,085
26,844

729

235,046
15,759
74,217
72,822

297
4,148
5,414

87,018
29,786
2.680

29,667
14,085
26,844

729

Salaries and Wages
Employee Pensions and Benefits
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Contractual Services - Engineering
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Other
Contractual Services - Water Testing
Rents - Equipment
Transportation Expenses
insurance - Vehicle
Insurance - Generaf Liability
Insurance - Worker's Comp
Regulatory Commission Expense
Regulatory Commission Expense - Rate Case
Bad Debt Expense
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax

6.663
30,053

729,831
44,751

115,292

35,000
6,663

30,053
680,774
44,751

122,311
88,496

35,000
6,663

30,053
680,774
44,751

127,891
169,906

$_
$

1,934,924 $
524,991 $

2,012,240
411,711

$ __2,099_,231
$ 661,743

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expense
Gain/Loss Sale of Fixed Assets

Total Other Income (Expense)
Net Profit (Loss)

79,249
1,431

(102,054)
(3,266)

79,249
1,431

(62,278)
(3,266)

79,249
1,431

(62,278)
(3,266)

$ (24,'é40) $-
500,351 $

`?5,136. 15,936
426,847 676,879

$
$

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

43
44
45
46
47
48
49

SUPPORTING SCHEDULES!
C-1

ll l l l



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Projected Statements of Changes in Financial Position
Present and Proposed Rates

Exhibit
Schedule F-2
Page 1
Witness: Bourassa

Test Year
Ended

12/31 /2015

At Present
Rates
Year

Ended
12/31 /2016

At Proposed
Rates
Year

Ended
12/31 /2016

$ 500,351 $ 426,847 $ 676,879
Cash Flows from Operating Activities
Net Income
Adjustments to reconcile net income to net cash

provided by operating activities:
Depreciation and Amortization
Other

729,831
(162,848)

680,774 680,774

(21 ,594)
Changes in Certain Assets and Liabilities:

Accounts Receivable
Unbilled Revenues
Materials and Supplies Inventory
Prepaid Expenses
Deferred Charges
Recievables/Payables from Assoc. Cos.
Other Receivables
Deferred Debits
Accounts Payable
Customer Deposits
Interest Payable
Taxes Payable
Other assets and liabilities
Rounding

(3,805)
3,828

822,942

12,434
2,328

(1 ,013)
4,074

34,300

(1)

s _1,920,827 1,107,621 1,357,653

(688,400) (190,898) (190,898)

$ (688,400) $ (190,898) $ (190,898)

(279,000) (279,000) (279,000)

Net Cash Flow provided by Operating Activities
Cash Flow From Investing Activities:

Capital Expenditures
Plant Held for Future Use
Changes in debt reserve fund

Net Cash Flows from Investing Activities
Cash Flow From Financing Activities

Change in Restricted Cash
Proceeds from Long-Term Debt
Net receipt of contributions in aid of construction
Net receipts of advances in aid of construction
Distributions/Dividends Paid
Deferred Financing Costs
Paid in Capital

(910,000) (323,262) (542,190)

Net Cash Flows Provided by Financing Activities
Increase(decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

$

's

(1,189,000) $
43,427

294,415
337,843 $

(602,262) $
314,461
337,843
652,304 $

(821,190)
345,565
337,843
683,408

Line
No.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

SUPPORTING SCHEDULES:
E-3



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015
Projected Construction Requirements

Exhibit
Schedule F-3
Page 1
Witness: Bourassa

Line
No.

2016 2017 2018Test Year
$ $ $

7,500

97,217 500,000 1 ,000,000

99,163 190,898 550,000

28,643 1 ,005,000

475,000 225,000
177,591

36,478

5,481

Account
Number

301
302
303
304
305
306
307
308
309
310
311
320
320

320.1
320.2
330

330. 1
330.2
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347
348

Plant Asset:
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Equipment
Water Treatment plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Miscellaneous Equipment
Office Furniture and Fixtures
Computers and Equipment
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

24,539

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Tota I $ 476,612 $ 190,898 $ 975,000 $ 2,780,000



Pima Utility Company - Water Division
Revenue Summary

Test Year Ended December 31, 2015

Exhibit
Schedule H-1
Page 1
Witness: Bourassa

Total
Revenues

at
Present
Rates

Dollar
Change

Percent
Change

Percent
of

Present
Water

Revenues

Percent
of

Proposed
Water

Reven usClassification
Residential
Residential

$ 1 ,500,435
160,053

$

Total
Revenues

at
Proposed

Rates
1 ,715,432

166,834
$ 214,997

6,782
14.33%
4.24%

61 .90%
6.60%

62_13%
8.04%

5/8x3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch

Commercial
Commercial
Commercial
Commercial
Commercial

$ 23,909
3,454

27,988
11 ,833

2B6,713

$ 25,578
3.646

29,244
13,189

307,062

$ 1,668
192

1,256
1,355

20,349

6.98%
5.57%
4.49%

11.45%
7.10%

0.99%
0.14%
1.15%
0.49%

11.83%

0.93%
0.13%
1.06%
0.48%

11.12%

Irrigation
Bulk/Construction

424,542
3.052

512,244
3,118

87,702
66

20.66%
2.16%

17.51%
0.13%

18.55%
0.11%

$ 2,441,979 $ 2,776,346 $ 334,367 13.69% 100.74% 100.55%Subtotals of Revenues
Revenue Annualizations:
5/8x3/4 Inch Residential
1 Inch Residential

$ (64) $
321

(70) $
337

(6)
16

9.48%
5.01%

0.00%
0.01%

0.00%
0,01%

5/8x3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch

Commercial
Commercial
Commercial
Commercial
Commercial

$ (159) $
(274)
(154)

1,008
(1,230)

(170) s
(287)
(161)

1,129
(1,404)

(11)
(13)

(7)
122

(174)

7.00%
4.69%
4.38%

12.07%
14.17%

-0.01 %
-0.01 %
-0.01 %
0.04%

-0.05%

-0.01 %
-0.01 %
-0.01 %
0.04%

-0.05%

Subtotal Revenue Annualization $ (551) $ . (é§`4')-$ (73) 13.28% -0.02% -0.03%

Usage Normalization (35,787) (373) 1.05% -1 .46% -1 .48%

Total Revenues wt Annualization
Misc Revenues
Reconciling Amount
Total Revenues

$ 2,739,935
21,607

$ 333,920 13.88%
0.00%

_90.03%
13.91%

99.26%
0.89%

-0.15%
100.00%

99.23%
0.78%

-0.01%
100.00%

Line
Meter Size

1 5/8x3/4 Inch
2 1 Inch
3
4
5
6
7
8
g

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

(35,413)

2 4 0 6 2 3 " s
21,607

_ 83572)
2,423,950 $

.§366)
2,761,176 $

3,306
337,226



Pima Utility Company - Water Division
Analysis of Revenue by Detailed Class
Test Year Ended December 31, 2015

Exhibit
Schedule H-2
Page 1
Witness: Bourassa

Average
Consumption

Average Bill
Present Proposed
Rates Rates

Proposed Increase
Dollar Percent

Amount Amount

Percent
of

Customer;

Customer
Classification

andlor Meter Size
5/8x3/4 lnch Residential
1 Inch Residential

(a)
Average

Number of
Customers

at
12/31/2015

9,765
242

5.869
29,772

$ 12.12
51.19

$ 13,94
53.43

$ 1 .83
2.24

15.06%
4.38%

95.66%
2.37%

5/8X3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch

Commercial
Commercial
Commercial
Commercial
Commercial

62
4

47
12
70

18,413
40,183
22,943
39,700
81,355

$ 29.69
64.95
44.29
77.06

141 .to

31.87
68.66
46.39
86.40

156.64

2.18
3.71
2.10
9.35

15.33

7.33%
571%
4.74%

12.13%
10.85%

0.61 %
0.04%
0.46%
0.12%
0.69%

Irrigation 5 12,537,628 $ 7,075.70 $ 8,537.39 $ 1,461.70 20.66% 0.05%

Totals __10,208 100.00%

Line

P
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21

22
23
24
25

Actual Year End Number
of Customers: 10,239



Pima Utility Company - Water Division
Analysis of Revenue by Detailed Class
Test Year Ended December 31, 2015

Exhibit
Schedule H-2
Page 2
Witness: Bourassa

Proposed Increase
Dollar Percent

Amount Amount

Percent
of

CUstom_€I's

Customer
Classification

and/or Meter Size
5/8x3/4 Inch Residential
1 Inch Residential

(a)
Avera e

Number of
Customers

at
12/31/2015

9,765
242

Median
Consumption

4,500
22,500

$

Median_Bill
Present Proposed
Rates Rates

10.74 12.53
43.85 45.93

$ $ 1.80
2.09

16.73%
4.77%

95.66%
2.37%

5/8x3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch

Commercial
Commercial
Commercial
Commercial
Commercial

62
4

47
12
70

3,500
1 ,500
4,500

22,500
75,000

$
$
$

10.93
12.60
25.67
59.69

134.89

$
$
$

12.70
15.19
27.37
68.67

150.08

$ 1.77
2.58
1.71
8.98

15.20

16.24%
20.49%
6.65%

15.05%
11.27%

0.61%
0.04%
0.46%
0.12%
0.69%

In'igation 5 7,451,900 $ 4,278.55 $ 5,147.32 $ 868,78 20.31% 0.05%

Totals 10,208
'.. 190.00%

Line

M
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17

18
19
20

21
22
23
24

Actual Year End Number
of Customers: 10,239 .

a l



Pima Utillty Company - Water Division
Test Year Ended December 31, 2015

Present and Proposed Rates

Exhibit
Schedule H-3
Page 1

Line
MO*

Preserve
Rates

Proposed
Rates Que ue sMonthly Usage Charge for:

Meter Size IAII CIassesI;
5/8x3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch

$ 7.39
1109
21_12
36.96
59.14

13728
184.80
369.50

$ 9.09
13.64
22.73
45.46
72.74

145.47
227.30
454.61

s 1 .70
2.55
1 .61
8.50

13.60
8. 19

4250
85,01

23.00%
23.00%
762%

23.00%
23. 00%
5.97%

23.00%
23.00%

irrigation

Gallons In Minimum (All Classes, except irrigation)

Gallons In Minimum (irrigation)

180.00 180.00 0.00%

Commoditv Rails Block

(Per 1,000 gallons)
Present Proposed

m g B818 Change
Percent
Change

5/8x3/4 Inch » Residential 1 gallons to4,000 gallons
4,001 gallons \o 10,000 gallons
over 10,000 gallons

$
$
$

0.71
101
1.45

$
s
s

0.73
1 .03
1.48

s
s
$

0,02
002
003

3.00%
211%
2.16%

3/4 Inch Meter - Residential 1 gallons to 4,000 gallons
4,001 gallons to 10,000 gallons
over 10,000 gallons

$
$
s

0.71
1.01
1.45

$
$
$

0.73
103
1.48

$
5
$

002
002
0.03

3.00%
211 %
2.16%

3/4 Inch Meter - Commercial 1 gallons to 10,000 gallons
over 10,000 gallons

$
$

1.o1
145

$
s

1.03
1.48

$
$

o.o2
0.03

2.11%
2.16%

1
2
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
l a
19
20
21
22
23
24
25
be
27
28
29
30
31
32
33
34
35

NT : No Tafiff

III l

Percent
an e



Pima Utility Company . Water Dlvision
Test Year Ended December31, 2015

Present and Proposed Rates

Exhibit\
Schedule H-3
Page 2

(Per 1,000 gallons)

Commodity Rates
1 Inch Meier . Residential, Commercial

Present
Rate

Proposed
RateBlock

1 gallons to 30,000 gallons
over 30,000 gallons

$
s

1.01
1.45

$
$

1.03
1.48

s
s

002
0.03

2.11%
2.16%

1.5 Inch Meter . Residential, Commercial 1 gallons to 65,000 gallons
over 65,000 gallons

$
$

1.01
1.45

$
$

1.03
1.48

$
s

0.02
0.03

2.11%
2.16%

2 Inch Meter - Residential, Commercial 1 gallons to 110,000 gallons
over 110,000 gallons

$
$

1.01
1.45

s
$

1.03
1.48

s
$

0.02
0.03

2.11%
2.16%

3 Inch Meter - Residential, Commercial 1 gallons to 275,ooo gallons
over275,000 gallons

$
$

1.01
1.45

$
$

1.03
1.48

s
s

0.02
003

2.11%
2.16%

4 Inch Meter - Residential, Commercial 1 gallons to 375,000 gallons
over 375,000 gallons

$
$

1.01
1.45

$
$

1.03
1.48

$
$

0.02
0.03

2.11%
2.16%

6 Inch Meter - Residential, Commercial 1 gallons to 000,000 gallons
over 800.000 gallons

$
$

1.01
1.45

$
$

1.03
1.48

$
s

0.02
0.03

2.11%
2.16%

Irrigation (all meter sizes) All gallons $ 0.55 $ 0.67 $ 0.12 21.20%

Line
M

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Construction/Standpipe All gallons $ 1 .45  $ 1.48 $ 0.03 2.16%

NT = No Tariff



Establishment 25.00$
Reestablishment (within 12 months
Reconnection (Deliquent) 25.00$
Meter Test (if correct) 20.00$
Mete r Re-read (if correct 25.00$
Deposit W*

Deposit Interest
NSF Check 15.00$
Deferred Payment, per month 1 .5%
Late Payment Fee (per month 1 .5%
After hours service charge 50.00$

25.00$

25.00$
20.00s
25.00$

I*

1500$
1 .5%
1 .5%

50.00$

Pima Utility Company - Water Division
Present andProposed Rates

Test Year Ended December 31, 2015

Exhibit!
Schedule H-3
Page 3
Witness: Bourassa

Meter and§erviceJ_ine Qr_1araes1
Present
Meier
Install-
ation

Total
Present

5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch Turbo
2 Inch, Compound
3 Inch Turbo
3 Inch, compound
4 Inch Turbo
4 Inch, compound
6 Inch Turbo
6 Inch, compound

$

Present
Service

Line
Qharoe

385.00
415.00
46500
520.00
800.00
800.00

1,015.00
1,135.00
1 ,430.00
1 ,610. 00
2, 150.00
2,270.00

$
her
135.00
205.00
265.00
475.00
99500

1,840.00
1,620000
2,495.00
2,570.00
3,545.00
4,925.00
6,820.00

520.00
620.00
73000
99500

1 ,795.00
2,540.00
2,635.00
3,630.00
4,000.00
5, 155.00
7,075.00
9,090.00

Proposed
Service

Line
Qharoe

$ 3B5.00
415.00
465.00
520.00
800.00
800.00

1 ,015. 00
1,135.00
1,430.00
1,010.00
2, 15000
2,270.00

Proposed
Meter
Install-
ation

Qharae
$ 135.00

205.00
265.00
475.00
995.00

1,840.00
1,G20000
2,495.00
2,570.00
3,545.00
4,925.00
6,820.00

Total
Proposed

Qharoe
$ 520.00

620.00
730.00
995.00

1,795000
2,640.00
2,635.00
3,630.00
4,000.00
5,155.00
7,075.00
9,090.00

1 Based on ACC Staff Engineering Memo dated Feburary 21, 2008
NT = No Tariff

Other Chqfgesr

P res ent Prqposeq

* Number of months off the system times the monthly minimum.
an Per Rule R14-2-403B

Line
M L
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

NT = No Tariff

I

her
$



Pima Utility Company _ Water Division
Bill Comparison of Present and Proposed Rates

Customer Classification Residential 5/8x3/4 Inch Meter
Test Year Ended December 31 , 2015

(Excludes all Revenue Related Taxes)

Exhibit
Schedule H-4
Page 1
Witness: Bourassa

Usage
Dollar

Increase

$

$ 7.39
PresentRates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 4,000
Over 4,000

$
$

0.71
1.01

$ 9.09

1 ,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
10,000
80,000
90,000

100,000

Present

M
7.39
8.10
8.81
9.52

10.23
11.24
12.25
13.26
14.27
15.28
16.29
19.19
22.09
24.99
27.89
30.79
38.04
45.29
52.54
59.79
67.04
74.29
88.79

103.29
117.79
132.29
146.79

Proposed

M
$ 9.09

9.82
10.55
11.29
12.02
13.05
14.08
15.11
16.14
17.17
18.21
21 .17
24.13
27.09
30.06
33.02
40.42
47.83
55.24
62.64
70.05
77.46
92.27

107.08
121 .90
136,71
151 .52

$
$
$
$
$
$
$
$
$
$
$
$
s
$
$
$
$
$
$
$
s
$
$
$
$
$
$

1.70
1.72
1.74
1.76
1.79
1.81
1.83
1.85
1,87
1.89
1.91
1.98
2.04
2.10
2.16
2.23
2.38
2.54
2.70
2.85
3.01
3.17
3.48
3.79
4.10
4,42
4.73

Percent
Increase

23.00%
2125%
1g78%
18.53%
17.45%
16.07%
14.92%
13.94%
13.11%
12.38%
11.74%
10.29%
9.23%
8.41 %
7.76%
7.23%
6.26%
5.61 %
5. 13%
4.77%
4.49%
4.26%
3.92%
3.67%
348%
3.34%
3.22%

Proposed Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 4,000
UP 10 10,000
Over 10,000

$
$
$

0.73
1.03
1.48

12.12 $ 13.94 $ 1 .83 15.06%
Average Usage

5,869 $
Median Usage

4,500 $ 10.74 $ 12.53 $ 1 .80 16.73%



Pima Utility Company - Water Division
Bill Comparison of Present and Proposed Roes

Customer Classification Residential 1 inchMeier
Test Year Ended December 31, 2015

(Excludes all Revenue Related Taxes)

Exhibit\
Schedule H-4
Page 2
Witness: Bourassa

Usage
Percent
Increase

$ $

$ 21.12
Present Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 30,000
Over 30,000

$
$

1.01
1.45

$ 22.73

1 ,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
50,000
70,000
80,000
90,000

100,000

Present
M
21 .12
22.13
23.14
24.15
25.16
26.17
27.18
28.19
29.20
30.21
31 .22
33.24
35.26
37.28
39.30
41.32
46.37
51.42
58.67
65.92
73.17
80.42
94.92

109.42
123.92
138.42
152.92

Proposed
BM
22.73
23.76
24.79
25.82
26.86
27.89
28.92
29.95
30.98
32.01
33.04
3s.11
37.17
39.23
41 .29
43.36
48.51
53.67
61 .08
68.48
75.89
83.30
98.11

112.92
127.73
142.55
157.36

Dollar
Increase
$ 1.61
$ 1.63
$ 1.65
$ 1.67
$ 1.70
$ 1.72
s 1.74
$ 1.76
$ 1.78
$ 1.80
$ 1.82
$ 1.87
$ 1.91
s 1.95
$ 1.99
$ 2.04
$ 2.14
s 2.25
s 2.41
$ 2.56
$ 2.72
$ 2.88
$ 3.19
$ 3.50
$ 3.81
s 4.13
s 4.44

7.62%
7.37%
7.14%
6.93%
6.74%
6.56%
6.40%
6.24%
6.10%
5.97%
5.84%
5.61%
5.41%
5.23%
5.07%
4.93%
4.62%
4.37%
4.10%
3.89%
3.72%
3.58%
3.36%
3.20%
3.08%
2.98%
2.90%

Proposed Rates :
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
UP to 30,000
Over 30,000

$
$

1.03
1.48

$  5 3 . 4 3  $ 2.24 4.38%
Average Usage

29,772 $ 51.19
Median Usage

22,500 s 43.85 $  45 .93  S 2.09 4.77%

I



Pima Utility Company - Water Division
Bill Comparison of Present and Proposed Rates

Customer Classification Residential 5/8x3/4 Inch Meter
Test Year Ended December 31, 2015

(Excludes all Revenue Related Taxes)

Exhibit
Schedu\e H-4
Page 3
Witness: Bourassa

Dollar
Increase

$

$ 7.39
Present Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 10,000
Over 10,000

$
$

1.01
1.45

$ 9.09

1 ,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,0o0

10,000
12,000
14,000
16,000
1a,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
50,000
70,000
80,000
90,000

100,000

Present

M
7.39
8.40
9.41

10.42
11.43
12.44
13.45
14.46
15.47
16.48
17.49
20.39
23.29
26.19
29.09
31 .99
39.24
46.49
53.74
50.99
68.24
75.49
89.99

104.49
118.99
133.49
147.99

Proposed
M

$ 9.09
10.12
11.15
12.19
13.22
14.25
15.28
1631
17.34
18.37
19.41
22.37
25.33
28.29
31 .26
34.22
41 .62
49.03
56.44
63.84
71 .25
78.66
93.47

108.28
123.10
137.91
152.72

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
s
$
$
$

1.70
1.72
1.74
1.76
1.79
1.81
1.83
1.85
1.87
1.89
1.91
1.98
2.04
2.10
2.16
2.23
2.38
2.54
2.70
2.85
3.01
3.17
3.48
379
410
4.42
4.73

Percent
Increase

23.00%
20.49%
18.52%
16.93%
15.62%
14.52%
13.59%
12.79%
12.09%
11.48%
10.94%
9.69%
8.75%
8.02%
7.44%
6.95%
6.07%
5.45%
5.02%
4.G8%
4.41%
4.19%
3.86%
3.83%
3.45%
3.31%
3.20%

Proposed Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 10,000
Over 10,000

$
$

1.03
1.48

29.69 $  31 .87  $ 2.18 7.33%
Average Usage

18,413 $
Median Usage

3,500 $

so e

10.93 $  12.70 $ 1.77 16.24%



Pima Utility Company - Water Division Exhibit
Bill Comparison of Present and Proposed Rates Schedule H-4

Customer Classification Commercial 3/4 inch Meter Page 4
Test Year Ended December 31, 2015 Witness: Bourassa

(Excludes all Revenue Related Taxes)

Ugaqe
$ $

$ 11.09
Present Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 10,000
Over 10,000

$
$

1.01
1.45

$ 13.84

1 ,000
2,000
3,000
4,000
5,000
0,000
7,000
0,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

Present
am

11.09
12.10
13,11
14.12
15.13
15.14
17.15
18.16
19.17
20.18
21 .19
24.09
26.99
29.89
32.79
35.69
42.94
50.19
57.44
64.69
71.94
79.19
9369

108.19
122.69
137.19
151 .69

Proposed
ElM
13.64
14.67
15.70
16.73
17.78
18.79
19.83
20.86
21 .89
22.92
23.95
26.91
29.88
32.84
35.80
38.76
46. 17
53.58
60.98
68.39
75.80
83.20
98.02

112.83
127.64
142.46
157.27

Dollar
Increase
s 2.55
$ 2.57
$ 2.59
$ 2,61
$ 2.64
$ 2.66
$ 2.68
$ 2.70
$ 2.72
$ 2.74
$ 2.76
$ 2.83
$ 2.89
$ 2.95
s 3.01
$ 3.08
$ 3.23
s 3.39
$ 3.55
$ 3.70
$ 3.ae
$ 4.02
$ 4.33
s 4.64
$ 4.95
s 527
$ 5.58

Percent
Increase

23.00%
21.26%
19.78%
18.52%
17.42%
16.46%
15.62%
14.87%
14.19%
13.59%
13.04%
11.73%
10.70%

9.87%
9.19%
8.62%
7.53%
6.75%
6.17%
5.72%
5.36%
5.07%
4.62%
4.29%
4.04%
3.84%
3.68%

Proposed Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Ga\\ons
UP it 10,000
Over 10,000

$
$

1.03
1.48

64.95 $ 68.66 $ 3.71 5.71 %
Average Usage

40,183 $
Median Usage

1,500 $ 12.60 $  15.19 $ 2.58 20.49%



Pima Utility Company - Water Division
Bill Comparison of Present and Proposed Rates

Customer Classification Commercial 1 Inch Meter
Test Year EndedDecember 31, 2015

Exhibil
Schedule H-4
Page 5
Witness: Bourassa

Usage
Present

M
Percent
Increase

$

$ 21.12
Present Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
UP to 30,000
Over 30,000

$
$

1.01
1.45

$ 22.73

1 ,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
10,000
80,000
90,000

100,000

21 .12
22.13
23.14
24.15
25.16
26.17
27.18
28.19
29.20
30.21
31 .22
33.24
35.26
37.28
39.30
41 .32
46.37
51 .42
58.67
65.92
73.17
80.42
94.92

109.42
123.92
138.42
152.92

Proposed
EBB

$ 22.73
23.76
24.79
25.82
26.86
27.89
28.92
29.95
30.98
32.01
33.04
35.11
37.17
39.23
41.29
43.36
48.51
53.67
61.08
68.48
75.89
83.30
98.11

112.92
127.73
142.55
157.36

Dollar
Increase
$ 1.61
$ 1.63
$ 1.65
$ 1.67
$ 1.70
$ 1.72
$ 1.74
s 1.76
$ 1.78
$ 1.30
$ 1.82
$ 1.87
$ 1.91
$ 1.95
$ 1.99
s 2.04
$ 2.14
$ 2.25
$ 2.41
$ 2.56
$ 2.72
$ 2.aa
$ 3.19
$ 3.50
$ 3.81
$ 4.13
$ 4.44

7.52%
7.37%
7.14%
6.93%
8.74%
8.56%
6.40%
8.24%
8.10%
5.97%
5.84%
5.61%
5.41 %
5.23%
5.01%
4.93%
4.62%
4.37%
4.10%
3.89%
3.72%
3.58%
3.38%
3.20%
3.08%
2.98%
2.90%

Proposed Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 30,000
Over 30,000

$
$

1.03
1.48

44.29 $ 46.39 $ 2.10 4.74%
Average Usage

22,943 $
Median Usage

4,500 $ 25.67 $  27.37 $ 1.71 6.65%



Pima Utility Company - Water Division Exhibit
Bill Comparison of Present and Proposed Rates Schedule H-4

Customer Classification Commercial 1.5 Inch MeterPage 6
Test Year Ended December 31, 2015 Witness: Bourassa

U5306

$

$ 36.96

Present Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 65,000
Over 65,000

$
$

1,01
1.45

$ 45.46

1 ,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

Present

M
36.96
37.97
38.98
39.99
41 .00
42.01
43.02
44.03
45.04
46.05
47.06
49.08
51 . 10
53. 12
55.14
57. 16
62.21
67.26
72.31
77.36
82.41
B7.46
97.56

109.86
124.36
138.86
153.36

Proposed

M
$ 45.46

46.49
47.52
48.55
49.59
50.62
51 .65
52.68
53.71
54.74
55.77
57.84
5990
61 .96
64.02
66.09
71 .24
76.40
81 .56
86.71
91 .87
97.03

107.34
119.90
134.71
149.53
164.34

Dollar
Increase
$ 8.50
$ 8.52
$ 8.54
$ 8.56
$ 8_59
$ 8.61
$ 8.63
$ 8.65
$ 8.67
$ 8.69
$ 8.71
$ 8.76
$ 8.80
$ 8.84
$ 8.88
$ 8.93
$ 9.03
$ 9.14
$ 9.25
$ 9.35
$ 9.46
$ 9.57
s 9.78
$ 10.04
$ 10.35
$ 10.67
$ 10.98

Percent
Increase

23.00%
22.44%
21 .92%
21 .42%
20.94%
20.49%
20.06%
19.65%
19.25%
18.88%
1s52%
17.84%
17.22%
16.64%
16.11 %
15.62%
14.52%
13.59%
12.79%
12.09%
11.48%
10.94%
10.02%
9.14%
8.33%
7.68%
7.16%

Proposed Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
UP to 65,000
Over 65,000

$
$

1.03
1.48

Average Usage
39,700 $

Median Usage
22,500 $

77.06 $ 86.40 $ 9.35 12.13%

59.69 $ 68.67 $ 8.98 15.05%

|



Pima Utility Company WaterDivision
Bill Comparison of Present and Proposed Rates

Customer Classification Commerical 2 Inch Meter
Test Year Ended December 31, 2015

Emibii
Schedule H»4
Page 7
Witness: Bourassa

Percent
USe(]€

$ $

$ 59.14

PresentRates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 110,000
Over 110,000

$
$

1.01
1,45

ProposedRates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 110,000
Over 110,000

$ 72.74

1 ,too
2,000
3,000
4 ,000
5 ,000
6,000
7 ,000
8.000
9 ,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

P re s e nt

Bill
59 .14
60.15
61 .15
62.17
63.18
64.1 g
65 .20
66.21
67.22
68.23
69.24
71 .26
73.28
75.30
77.32
79.34
84.39
89.44
94.49
99.54

104.59
109.64
119.74
129.84
139.94
150.04
160.14

P ropos e d

M
72.74
7 3 7 7
74 .80
75.83
76 .86
77.89
78 .93
7 9 9 6
80 .99
82.02
83 .05
85.11
87.18
89.24
91 .30
93.36
98.52

103.88
108.83
113.99
1 1 9 1 5
124.30
134.62
144.93
155.24
1G5.55
175.87

Dollar
Inc_tease
$ 13.60
$ 13.62
$ 13.64
$ 13.67
$ 13.69
$ 13.71
$ 13.73
$ 13.75
$ 13.77
$ 13.79
$ 13.81
$ 13.86
$ 13.90
$ 13.94
$ 13.98
$ 14.03
$ 14.13
$ 14.24
s 14.35
$ 14.45
$ 14.56
$ 14.67
$ 14.88
$ 15.09
$ 15.31
$ 15.52
$ 15.73

Increase
23 .00%
22_65%
22.31%
2 1 9 8 %
21 .66%
21 .36%
21 .06%
20_77%
20.49%
20.22%
19.95%
19.45%
18.97%
18.52%
18.09%
17.68%
16.75%
15.92%
15.18%
14.52%
13.92%
13.38%
12.43%
11.62%
10.94%
10.34%

9.82%

$
s

1.03
1.48

Average Usage
81,355 $

Median Usage
75,000 $

141.30 $ 156.64 $ 15.33 10.85%

134.89 $ 150.08 $ 15.20 11.27%



I'll

Pima Utility Company - Water Division
Bill Comparison of Present and Proposed Rates

Customer Classification Irrigation
Test Year Ended December 31, 2015

Exhibit
Schedule H-4
Page 8
Witness:Bourassa

Usage
Present

M
Proposed

Btu
Dollar

Increase
Percent
Increase

$ $

$ 180.00
Present Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Over $ 0.55

$ 180.00

1 ,000
2,000
3,000
4 , 000
5 , 000
6 , 000
7,000
8 , 000
9 , 000

10 ,000
12 ,000
14 ,000
16 ,000
18 ,000
20 ,000
25 ,000
30 ,000
35 ,000
40 ,000
45 ,000
50 ,000
60 ,000
70 ,000
80 ,000
90 ,000

100 , 000

180 .00
180 .55
181 .10
181 .55
1a 2 . 20
182 .75
183 .30
183 .85
184 .40
184 .95
185 .50
186 .60
187 .70
188 .80
189 .90
191 .00
193 .75
196 .50
199 .25
202 .00
204 .75
207 .50
213 .00
218 .50
224 .00
229 .50
235 .00

180 .00
180.67
181 .33
182.00
182.67
183 .33
184 .00
184.67
185 .33
186 .00
186.67
188.00
189 .33
190.67
192 .00
193 .33
196 .66
200.00
2 0 3 3 3
206 .66
210.00
213 .33
220 .00
226 .66
233 .33
239 .99
246 .66

$
$
$
$
$
$
s
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

0.12
0 .2 3
0 .3 5
0 .47
0.58
0.70
0.82
0 . 93
1 . 05
1.17
1.40
1.63
1.87
2.10
2 . 33
2.91
3.50
4 . 08
4.66
5.25
5.83
7.00
8 . 15
9 . 33

10.49
11.66

0.00%
0.06%
0.13%
0.19%
0.26%
0.32%
0.38%
0.44%
0.51%
0.57%
0.63%
0.75%
0.87%
0.99%
1 .11%
1 .22%
150%
1 .78%
2.05%
2.31%
2.56%
2.81 %
3.28%
3.73%
4.16%
4.57%
4.96%

Proposed Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Over $ 0.67

7,075.70 $ 8,537.39 s 1,451.70 20.66%
Average Usage

12,537,628 $
Median Usage

7,451,900 $ 4,278.55 $ 5,147,32 $ 868.78 20.31%

Illll



Pima utility Company - Water Division
Test Year Ended December 31, 2015
Customer Classification Construction Water

Exhibit
Schedule H-5
Page 9
Witness: Bourassa

Month
Usage

To:
Uf

M

Month
Cf

e a

Monlh
of

M r

Month
Of

Auf

Month
Of

MQ!

Month
M
M

Month
of

Month
of

A09

Month
Of

Ssxa

Month
of

Sm

Month
d

NQM

Month
of

Qs ;

Cumul-
ative

Gals L1 .000s)
1 1 3

1
1

1

1

1
2 3 1

1

21

1

1
2

1

1

1

1

7
11
5
2
2
1

1
1 2

7
18
23
25
27
28
28
28
30
30
30
30
30
30
30
30
30

1
1

1

1
1 1

1

1

2

1
1 1 3

1

1

31
31
31
31
31
31
31
32
33
35
35
35
35
35
35
35
38
38
39
40

1.000
2.000
3.000
4.000
5,000
6.000
7.000
8,000
9.000

10.000
11,000
12.000
13.000
14,000
15,000
16.000
17,000
18.000
19.000
20,000
21 .000
22,000
23,000
24.000
25,000
26,000
27.000
28,000
29,000
30.000
31,000
32.000
33.000
34,000
35,000
a6,000
37.000
3a,000
39.000
40,000
41.000
42,000
43,000
44.000
45,000
46.000
47.000

1

1

1

1 41
41
41
41
41
41
41
41
41
41

4
20
33
40
49
54
54
54
71
71
71
71
71
71
71
71
71
89
89
89
89
89
89
89

113
139
192
192
192
192
192
192
192
292
292
328
364
402
402
402
402
402
402
402
402
402
402

W

Total
Ye

Cumul-
ative
Allin



Pima Utility Company - Water Division
Test Year Ended December 31, 2015
Customer Classification Construction Water

Exhibit
Schedule H-5
Page 9
VVtness: Bourassa

Month
of

Month
of

544

Month
of

M

Morly
Of

Aar

Month
of

Mav

Month
Of

Jun

Month
of

M

Month
Of

8 4

Month
Of

592

Month
Of

Month
Of

o w

Month
of

Ms ;

Cumul-
ative

EMM

1
1

1
1

1
1

Usage
To:
48,000
49,000
50,000
51 ,too
52,000
53,000
54,000
55,000
56,000
57,000
58.000
59,000
60.000
61.000
62,000
$3.000
64,000
65,000
66,000
67,000
68,000
69,000
70,000
71 ,000
72,000
73,000
74,000
75,000
76,000
77,000
78,000
79,000
80.000
81,000
82,000
83,000
84,000
85.000
86,000
87.000
88,000
89,000
90,000
91.000
92.000
93,000
94.000
95.000

1
1

41
41
41
41
41
42
42
42
42
42
42
42
42
42
43
43
43
43
44
44
44
44
44
44
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45

Cumul-
ative

Gals L1 .000s)
402
402
402
402
402
454
454
454
454
454
454
454
454
454
516
516
516
516
581
581
581
581
581
581
653
653
653
653
653
653
653
653
653
653
653
653
653
653
653
653
653
653
653
653
653
653
653
653

In a

Total
a r



Pima Utility Company - Water Division
Test Year Ended December 31, 2015
customer Classification Construction Water

Exhibit
Schedule H-5
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Month
Uf

@

Month
Of

END

Month
Of

Mar

Month
of

Aar

Month
of

Mav

Month
of

M

Month
Of

Month
Of

8.49

Month
of

S92

Month
Of

QQ

Month
Of

Nov

Month
of

8 9
Total
M a r

Cumul-
ative. .

1

1

1

Usage
From:
95,001
96,001
97,001
98,001
99,001

691,300
235,800
167,600
148,100
209,600

Usage
To:
9e,000
97,000
98,000
99,000

100,000
691,300
235,800
167,600
148,100
209,600

1

1

1

1

t

1

1

45
45
45
45
45
46
47
48
49
50
50
50

Cumul-
ative

Gals (1000S)
653
653
653
653
653

1.344
1,580
1,747
1,a95
2,105
2.105
2,105
2,105Totals 4 -_- --_ 1 -5 7 _7 2 _ 2  _

Average Usage
Median Usage
Average # Customers
Change in Number of Customers

-5.0
32,098

4,000
4

lIe u  m



1
1,001
2,001
a,001
4,001
5,001
6,001
7,001
8,001
9.001

10,001
12,001
14,001
16,001
181001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

1151170
117,550
175,270
186,300
217,480
364,070
102,260
1061350
153,280
157,240
246,230
254,600
1071360
1181450
128,620
136,590
162,760
104,230
1071030
1401450
140,630
1501970
270,700
1151420
1361120

Usage
From:

Pima UtilityCompany - WaterDivision
Test Year Ended December 31, 2015

Customer Classification Residential 5/8x3/4 Inch Meter

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
0,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000
115,170
117,550
175,270
186,300
217,480
364,070
102,260
106,350
153,280
157,240
246,230
254,500
107,360
118,450
128,620
136,590
152,750
104,230
107,030
140,450
140,630
150,970
270,700
115,420
136,120

Us a ge
To:

Month
c f

4 1
2a 1
537

1,114
1,431
1,514
1,296

994
754
514
354
225
a 10
142
100

50
46
58
34
15

9
g
1
3
2
2
1

Month
of

8 _ 4
164
503

1 ,014
1 ,387
1 ,489
1 ,332
1,044

B20
541
358
286
323
154

92
66
45
66
41

7
6
3
2
6
2
3
1

Mo n k
of

M
166
454
877

1 ,209
1 ,324
1 ,269
1 ,049

867
661
4 7 7
304
464
227
132

88
54
79
47

g
8

7
4
5

Month
of

AE !
138
517
847

1,070
1,140
1,093

a 70
79s
712
565
435
553
355
199
128
107
140
52
27
12

7
7
3
5
2
1

Month
of

M i !
2 1 0
920

1,093
1,254
1,181
1,018

900
651
568
378
305
4 4 4
288
163
109
7 1
99
53
2 5
13

7
8
5
2
2
2
1

Month
of

J M
290

942
955
989
960
882
746
692
560
4 3 4
376
573
a hs
2 6 7
199
132
180

90
50
2 9
14
16
11

6
5
4

Month
of

348
1,124
1,064
1.125
1,047

852
731
633
521
4 0 7
281
509
320
210
145
97

154
75
37
1 6
2 1
13
g
9
4
1
3

1

1

Month
of

M
345

1,o2e
998

1,003
953
844
754
623
540
459
345
517
366
252
191
116
188
99
38
4 1
18
13
1 0

6
7
3
3

1

1

1

1

1

1

Month
of

§E2
357
957
910

1,040
957
905
778
690
565
414
347
517
391
254
165
111
183
100
40
28
13
11
10
2
4
3
4

1

1

1

1

1

Exhibit
Schedule H-5
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Month
of

Q g
333
869

1,079
1,129
1,11 s

982
862
693
563
401
329
456
286
185
141
B2

114
57
17
21
13
8

12
1
5
2
1

1

1

1

1

1

1

Month
of

M
201
e16
947

1 _11s
1 ,208
1 ,050

928
797
640
482
355
491
313
179
109
97

111
52
22
16
11

4
8
3

2

1

1

1

1

1

1

1

Month
of

8 9
266
801

1 ,271
1,396
1 ,433
1 ,221

951
648
469
300
243
304
168
95
48
49
53
22
10
7
3
2
2
2
1

Total

r
a,049
9,266

12,169
14,149
14,319
12,744
10,607
e,eee
6,854
5.1129
3,831
5,461
3,373
2,128
1,439
1,007
1,425

722
297
206
119
92
83
45
38
18
14

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Cumul-
ative

a lum
3,049

12,315
24,4a4
38,633
52,952
65,696
76,303
84,969
91,823
96,852

100,683
106,144
109,517
111,645
113,084
114,091
115,516
116,238
116,535
116,741
116,860
116,952
117,035
117,080
117,116
117,134
117,146
117,149
117,150
117,151
117,152
117,153
117,154
117,155
117,156
117,157
117,158
117,159
117,160
117,161
117,162
117,163
117,164
117,165
117,166
117,167
117,168
117,169
117,170
117,171
117,172
117,173

Canal»
active

Gals (1 .gOOs)

4,ssa
22,897
58,277

108,400
165,755
224,099
280,432
331,840
374,589
410,986
471,060
514,910
546,831
571,295
590,429
622,492
642.347
652,000
659,725
e/54,782
669,152
673,717
676,643
679,343
680,873
682,203
682,318
682,435
682,611
682,797
683,014
683,378
683,481
683,587
683,740
683,898
684,144
684,398
684,506
684,624
684,753
684,889
685,052
685,156
885,263
685,404
s85,544
685,695
ea5,see
686,082
686,218

llll-l



Pima Utility Company - Water Division
Test Year Ended December 31, 2015

Customer Classification Residential 5/8x3/4 Inch Meter

Exhibit
Schedule H-5
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Month
of

F b

Month
of

A m

Month
of

M y

Month
of

Month
of
M

Month
of

M

Month
of

82

Month
of

Q Q

Month
of

o w

Month
of

:m

Cumul-
aiive

Month
of

Mar

1

1

1

1

1

1

Month
of

Jan

1

1

1

Usage
From:
108,990
152,540
164,940
178,850
108,450
131,960
115,400
330,220
108,760
140,230

Usage
To:

108,990
152,540
164,940
178,850
108,450
131,960
115,400
330,220
108,760
140,230 1

T o t a l

1

1

1

1

1

1

1

1

1

1

EMMA
117,174
117,175
117,176
117,177
117,178
117,179
117,180
117,181
117,182
117,183
117,183

Cumul-
alive

Gals 11.0005)
686,327
686,479
s86,e44
686,823
686,931
687,063
687 179
687,509
687,618
687l758
687,758

Totals 9,'r4l7' 9,7? 9,78§ 9,785 9,7f0 9389 9,75a 9,764 9, i61 9765 9 , 7 3

Average Usage
Median Usage
Average # Customers
Change in Number of Customers

9,765 1 E 1 a s

5,8s9
4,500
9,765

18



117,800
120,200
130,640
131,660
144.850
146,210
146,620

1
1,001
2,001
3,001
4,001
5,001
0,001
7,001
0,001
9,001

10,001
12,001
14,001
10,001
18,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

114,210
144,940
104,010
107,440
107,820
113,330
127,720
143,390
107,300
116,260
124,670
100,280
104,220
104,360
116530

Usage
From :

Pima Utility Company - Water Division
Test Year Ended December31, 2015

Customer Classification Residential 1 Inch Meter

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
s0,000
35.000
40,000
45,000
50,000
00,000
70,000
80,000
90,000

100,000
114,210
144,940
104,010
107,440
107,820
113,330
127,720
143,390
107,300
116,260
124,670
100,280
104,220
104,360
116,530
117,800
120,200
130,640
131,660
144,850
146,210
146,620

Usage
To:

Month
of

,LQ
3
4
2
e
e
e
8
7
9

10
11
17
22
15
21
13
34
12
g
8
5
4
4
1
1
1

M Qnth
of

Feb
2
3
3
5
5
6
9
5
8

10
7

25
12
26
12
18
35
19
11
4
5
6

3

Month
of

M i r
5
4
1
2
8
3
3
6
e
5
9

13
17
14
19
12
41
22
22

s
6
6
5
1

1

M onto
of

AR!
4
4
3

5
2
1
6
8

10
12
10
25
17
23
23
20
13
18
15
5
3
3

3
2
5

Month
of

3
2
2
2
4
4
2
3
3
4
6
g

16
10
g

10
24
32
22
19
17
7

15
7
3
6
1

Month
Of

M
4
3

3
2
3
5
1
7

12
e
8
7

14
23
18
13
17
15
37
12
6
5
3

3
4

Month
Of

3
3
2
2
3
2
1
4
1
4
2
1

12
8
9
5

20
23
20
11
12
18
27
18
5
8
8

M onto
Of

A.u9
5
2
1
1
4
2
e
2

3
4
5

12
7

10
18
11
21
20
11
22
pa
16
10

7
8

1

1

1

1

1

1

1

1

1

1

1

M  o h
of

$.42

2
2

11
6

11
8

14
17
21
23
22
18
11
25
14

5
4
3

1

1

1

7
1
3
4
1
3
2
3

Exhibit
Schedule H-5
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Month
of

Q Q
4
2
1
g
4
3
2
3
5
1
3

12
5
5
5
9

29
25
23
16
17
15
19
i s
5
2
2

1

1

1

1

M oh
of

Mm
3
3
3
1
4
3
5
1
4
5
9

12
11
LB
13
11
28
31
20
12
13

3
11
6
7
2
2

1

1

M onto
of

D s ;
5
3
1
2
8
7
3

11
5
9

10
12
17
22
21
19
22
31
11
9
3
3
4
2
1
1
1
1
1

Total

.y381
48
34
22
37
54
41
49
47
49
$7
64

129
143
157
144
138
307
267
223
166
144
123
188
108
48
40
31

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Cumul-
ative

§i4insa
48
82

104
141
195
236
285
332
381
438
502
631
774
931

1,075
1.213
1,520
1,7a7
2,010
2, 17s
2.s20
2,443
2.631
2,739
2,707
2,827
2,a5e
2.a59
2.860
2.a61
2,862
2,863
2.ee4
2.865
2,aes
2,867
2.868
2.aes
2,870
2,871
2.872
2,a73
2,874
2,075
2.e7e
2.877
2,87a
2.879
2.880

Cumul-
ative

Gals (1 .00Os)

17
50

143
332
516
786

1.091
1,459
1.943
2,551
a.970
5,829
8,184

10.833
13,255
20,162
27,505
34,752
40,978
47,098
52,940
63.280
70,300
73,900
77,300
80.245
80,960
80,505
80,609
80,716
50,824
80,937
81.085
81,208
81,316
B1 ,432
81 ,556
81.657
81 ,761
81.865
81,982
82,100
82,220
82.351
82,482
82,827
82,773
82,920



Totals

Usage
From:
100,350
108,340
112,140
115,410
122,800
126,360
140,160
165,840
178,820
252,070
101,550
103,730
104,210
108,880
109,570
113,140
115,030
117,410
118,400
121,090
134,510
135,580
149,370
190,410
124,310
132,140
139,120
115,120

Pima Utility Company . Water Division
Test Year EndedDecember 31, 2015

Customer Classification Residential 1 Inch Meter

Usage
To:

100,350
108,340
112,140
115,410
122,800
120,560
140,160
165,840
178,820
252,070
101,550
103,730
104,210
108,880
109,570
113, 140
115,030
117,410
118,400
121,090
134,510
135,880
149,370
190,410
124,310
132,140
139,120
115, 120

M onto
of

Jin

239 £39

Month
of

Mar

8 8 1 .

1

Month
Of

Aar

1

M onto
of

Malt

244

1
1

Month
Of

Jun

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
of

M

242

1

1

1

1

1

1

1

1

1

1

Month
of

M19

242 221- ..-...-343.......
Average Usage
Median Usage
Average # Customers
Chan e in Number of Customers

Month
of

§§2

Exhibit
Schedule H-5
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M onto
of

A g

Month
of
av

M?43._.m 245

29,772
22,500

242
6

Month
of

D99

2968

To t a l

Isa
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Cumul-
ative
Billinq
2,881
2,882
2.883
2,884
2,885
2,886
2,987
2,88a
2,889
2,890
2,891
2,a92
2,893
2,894
2,895
2,896
2,897
2,898
2,899
2,900
2,901
2,902
2,903
2,904
2,905
2,906
2,907
2,908
2,908
2,908

Cumul-
ative

Qals (1 .000s)
83,020
83,129
83,241
83,356
83,479
83,605
83,745
83.911
84,090
84,342
84,444
54,547
54,652
a4,7s1
54,870
84,983
85,098
85,216
85,334
85,455
85,590
85,726
85,875
36,065
86,190
86,322
86,461
86,576
86,576
96,576

I'll l



1
1,001
2,001
3,001
4,001
5,001
0,001
7,001
9,001
9,001

10,001
12,001
14,001
16,001
1a,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

111,950
182,260
153,980
156,160
111,600
114,320
140,050
148,120
174,560
110,120
111,960
120,400
121,550
129,570
129,820
104,360
10a,750
128,460
103,800
300,000
107,830
561,760
024,110
614,730

Usage
From

Pima Utility Company - Water Division
Test Year Ended December 31, 2015

Customer Classification Residernial 5/8x3/4 Inch Meter

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
00,000
70,000
80,000
90,000

100,000
111 ,950
182,280
153,900
150,150
111,600
114,320
140,050
148,120
174,560
110,120
111,350
120,400
121,580
129,570
129,820
104.360
108,750
128,460
100,800
300,000
107,830
501 ,760
024,110
614,730

Us a ge
To :

Month
of

M

1

16
7
3
4
3
2
2
5

2
4
1
1
1

2

1
1
1
5

Month
of

Feb

1

15
10
6
2
2
1
4
2
1

2

1
1
2

2
4
2
3
2

Month
of

Ma r

1

1

1 5
8
4
e
2
1
a
2
1

1

1

3

1

1

2

1

2
2
2
2

Month
of

A m

1

1

2
2
2

1
1
2
1
2

3
4

9
5
5
4
3
1
3
1
1
1
1
2
2
2

Month
of

12
5
5
4
4
3

1
1
2
1
4
2

2
2
2
1
3
2
1
2
2

2

Month
Of

M
12
8
3
4
3
2

1

1

1

1
3

1
1
3

2
2
1

3
2
1
5
2

1

Month
of

M

1

1

1

1

1

1

11

4
1
1
1

3
1

1

1

2

6
3
4
3
3
1
1
2
2
4

1

Month
of

ALS
13
4
4
5
2

1

1

1

1

1

2
1
1
1

2
1
3
2
2
1
1
1

2
2
2
1
2
3

Month
of

2 2
10
8
6
3
3
3
1

1

1

3
2
1
1
2
2
1
1
2
2

1

1
1
5
1
1

Exhibit
Schedule H-5
Page s
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Month
Of

QQ!
14
9
9
2
2
1

2

3
2
1

1

1
1
2
2
1

2
1
3

3

Monlh
Ur

Nov
13
11
5
5
1
3

1

1
1

2
2
2
1
2
1
4
1
1

1

3

1

Month
of

Dec
14
11
g
3

1

1

1

1
3

1

1
1
1
1
1
1
2
2
2
4
1

Tr ia l
Year

154
92
62
46
29
21
17
20
12
14
20
33
18
19
10
13
24
24
11
12
12
9

16
9

11
10
7
1
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

154
246
308
354
383
404
421
441
453
467
487
520
538
557
567
580
604
628
639
651
663
672
688
G97
708
71 B
725
726
727
728
729
730
731
732
733
734
735
736
737
738
739
740
741
742
743
744
745
746
747
74a
749

Cumul-
a1ive

Gals £1.0005

46
139
254
356
450
544
674
764
ass

1,073
1,436
1,s70
1,955
2,125
2,372
2,912
3,572
3,929
4,379
4,889
5,317
0,197
0,782
7,607
8,457
9,122
9,234
9,416
9,570
8,726
9,838
8,952

10,092
10,240
10,415
10,525
10,880
10,757
10,878
11,008
11,138
11,242
11,351
11,479
11,583
11,883
11,991
12,553
1s,177
13,781

I'll

Cumul-
ative

Billi



Usage
From:

Totals

PimaUtilityCompany - Water Division
Test Year Ended December 31, 2015

Customer Classification Residential 5/8x3/4Inch Meter

Us a ge
To :

Month
of

M

Month
of

F e b

63

Month
Of

Mar

Month
of

Am

Month
of

MQ!

63

Month
of

M

63

Month
of
M

62

Month
of

Au

63

Month
of

p

63 62

Average'IJS§8ge
Median Usage
Average # Customers
Change in Number of Customers

Exhibit
Schedule H-5
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Month
of

Q S

Month
Rf

Nov

62

Month
Of

Q m

62

Trnai
Year

749
18.413
3,500

62

Cumul-
ative
Billi

749
749

Cumul-
ative

Sale (1 .0008
13,791
13,791

Ill\l\



ll

Usage
From:

Usage
To:

Pima u\ili¢y Company . Water Division
Test Year Ended December 31, 2015

Customer Classification Commercial 3/4 Inch Meter

Month
of

,Lam

1

1

1

1

Month
of

Feb

1

1

1

1

Month
of

Mar

1

1

1

1

Month
of

AR!

3

Month
of

MQ!

2

1

Month
of

M N
1

z

1

Month
of

,ml

1

1

1

1

Month
of

Aun
1

3

1

Month
of

§ § 2

3

1
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Month
of

Q S
1

2

1

1

Month
of

N9 1

3

1

Month
of

D93

2
1

1

3
7

20
1
4
3
1

2
1
2

Cumul-
ative

Gals (1.000S)

1

1

1

1

1

1

1

1

1

1
1,001
2,001
3,001
4,001
5,001
s,001
7,001
8,001
9,001

10,001
12,001
14,001
16,001
18,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

169,100
565,300
534,300
196,900
105,800
101,400

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000
169,100
565,300
534,300
196,900
105,800
101,400 1

3
10
30
31
35
38
39
39
39
39
39
39
39
39
39
39
39
39
39
41
42
44
44
44
44
44
45
KG
47
48
49
50
51
51
51
51

4
34
36
50
64
69
69
69
69
69
69
59
69
69
SO
69
69
GO

144
187
282
282
2e2
282
282
377
546

1 ,111
1,545
1,a42
1,948
2,049
2,049
2,049
2,049

Totals 4 4
-

4 4 5 4_4 3 4.. ...,.5

Average Usage
Median Usage
Average # Customers
Change in Number of Customers

- _AL
40,183

1,500
4

Total
Year

Cumul-
ative

8101139



Usage
From:

1
1,001
2,001
3,001
4,001
5,001
6,001
7,001
8,001
9,001

10,001
12,001
14,001
16,001
18,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
901001
129700
147470
103000
116900
155810
156700
224230
149600
166700
112750
119550
132000
148170
165700
269800
105460
118630
121360
142400
144740
316800
126470
138000
163870
246500

Us a ge
To

1,000
2,000
3,000
4,000
5,000
6,000
7,000
a ,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
50,000
70,000
80,000
90,000

100,000
129,700
147,470
103,000
116,900
155,810
156,700
224,230
149,600
166,700
112,750
119,650
132,000
148,170
165,700
269,800
105,460
118,630
121,360
142,400
144,740
316,800
126,470
138,000
163,870
246,500

Pima Utility Company - Water Division
Test Year Ended December31, 2015

Customer Classiiulion Commercial 1 inch Meter

Month
of

i o n
1 a

9
3
2
1

2
2
1

1

2

1

1

2
1

2

1

1

Month
of

Feb
11
11
3
2
2
3

2

2
3

1

2

1

1

1

1

1

1

Month
of

Mar
8

11
4
2
z

2
1

z

3

3
1

1

1

1

1

1

1

Month
of

Aar
7
e
2
2
2
1
1
1

1

2

2

3

1

3

3
2

1

1

1

1

1

1

Month
of

Max
8
8
1
3
1

2
3
1

1
2

1

3

1

1

1

1

1

1

1

1

1

2

Month
of

M
8
6
4
2
1

2
2
2
1
2
1
3
1
3
1
1

1

1

1

1

1

1

1

1

Month
of

JM
8
8
2
3
1

3
1
1

1

3
1
3

2

1

1

1

1

1

1

1

1

1

1

Month
of

A1151
8
8
3
2
1

2
1
1

2
1

1

1

3

2
2
1
1
1
1

1

1

1

1

1

1

Mcnih
of

8 2
4
a
6
2

2
2

4

4

1

2

2

1

1

1

1

3

1

1

1

1
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Month
of

6

1 0

4

3

2

1

1

1

1

2

1

1

1

3
1
2
1

2

2
1

1

1

Munch
of

N9 1
8
e
6
1
1

1
1
1
2

2
4

1

1

2

3

1

1

1

1

1

Month
of

r a g
e

10
6

2
1

2
1
3

2
2
1

1

2

3
3

1

1

Total
L g :

95
103
44
24
LG
7
e

11
10
3
8

13
16
12
18
7

32
8

22
12
9
7

12
17
9
7
8
1
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Cumul-
ative
Biliirlg

95
198
242
266
282
289
295
306
316
319
327
340
356
368
386
393
425
433
455
467
476
483
495
512
521
52s
536
537
538
539
540
541
542
543
544
545
546
547
548
549
550
551
552
553
5 M
555
556
557
558
559
560
561

Cumul-
ative

Gals

52
118
178
234
265
29a
370
445
470
546
689
897

1,077
1,383
1,516
2,236
2,456
3,171
s,sz1
4,004
4,335
4,996
e,101
0,776
7,371
8,131
8,251
8,408
8,511
s,e2e
8,784
8,941
9,165
9,315
9,4s1
9,594
9,714
9,a4s
9,994

10,160
10,429
10,535
10,653
10,775
10,917
11,052
11,379
11,505
11,643
11,807
12,054



Pima Utility Company - Water Division
Test Year Ended December 31, 2015

Customer Classification Commercial 1 Inch Meter

Exhibit
Schedule H-5
Page 5
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Month
of

Month Cumul-
ativeUsage

Month
of

,Mn

Month
of

Mar

Month
of

An ;

Month
of

M a
1
1

Month
of

A49
of

Sea

Month
of

Q g

Month
of

Nszx

Month
of

Q B
Total
l e e r

1

1

Usage
From:

110620
186900
126760
224900
131100
175020

Month
of

Feb

1

Month
of

To:
110,620
186,900
125,760
224,900
131,100
175,020 1

1

1

1

1

1

1

562
563
564
565
566
567
557
567

Cumul-
ative

Gals (_1.000§)
12,164
12,351
12,478
12,703
12,834
13,009
13,009
13,009
13,009

Totals .45 '48 46 47 47" - 48 4?. " la 48. 48
Average Usage
Median Usage
Average # Customers
Change in Number of Customers

45. 47 5s7
22,943

4,500
47

1

l

Allin



1
1,001
2,001
3,001
4,o01
5,001
6,001
7,001
8,001
9,001

10,001
1z,001
14,001
16,001
18,001
20,001
25,001
30,001
35,001
40,001
45,001
50.001
60,001
70,001
80,001
90,001

105,700
134,600
104,700
139,800
129,900
162,700
128,500
228,700
206,900
226,200
165,700
171,300
182,800
105,800
184,200
108,600
141,500
101,400
129,500
118,500
131,200
112,300

Usage
From:

Us a ge
To :

PimaUtilityCompany - Water Division
Test Year Ended December 31, 2015

Customer Classification Commercial 1.5 Inch Meter

Month
of

J m

1

1

2

1

2

1

1

1

Month
of

£89

1

1

3

1

1

1

1

1

1

Month
of

MM

1

1

1

2

1

2

1

1

1

Month
of

Ant
1
1

1

1

1

1

3

1

1

Month
of

M§¥

1

1

1

1

2

1

1

1

1

1

Month
of

Jun

1

1

1

1

1

2

1

1

1

1

1

Month
of

1

1

1

1

1

2

1

1

1

1

Month
of

A29
1
1

1

1

2

1

2

1

1

1

Month
of

§§2

1

1

2

1

1

2

1

2

1

1
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Month
of

9.9

1

1

2

1

1

1

1

2

3

1

1

Month
of

Nov

1

1

2

2

1

1

2

1

1

Month
of

D99

1

1

2

1

1

1

2

1

1

1

1

1

6

1 2

1 8

1 3

4

1

4

2

5

4

1

1

1

1

1

1

10
8
4
3
9
6
6
1

1

Cumul-
ative
Billing

Cumul-
ative

Gals LI .000s)

1,000
2,000
3,000
4,000
5,000
6,000
7,000
0,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000
105,700
19,600
104,700
139,800
129,900
162,700
128,500
228,700
206,900
226,200
165,700
171 ,300
182,800
105,800
184,200
108,600
141 ,600
101,400
129,500
118,500
131 ,200
112,300 1

Total
Ye

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

10
18
22
25
34
40
46
47
47
47
47
48
48
49
55
67
85
98

102
103
107
109
114
118
119
120
121
122
123
124
125
12s
127
128
129
130
131
132
133
134
135
136
137
138
139
140
141
142
143
143
143

4
10
18
49
76

109
116
116
116
116
127
127
142
244
472
877

1,234
1,364
1,402
1,572
1,667
1,942
2,202
2,277
2,362
2,457
2,562
2,697
2,s02
2,941
3,071
s,234
5,ae2
3,591
3,798
4,024
4,190
4,361
4,544
4,650
4,834
4,943
5,0a4
5,1a5
5,315
5,434
5,565
5,677
5,677
5,s77



Pima Utility Company . Water Division
Test YearEnded December 31, 2015

CustomerClassification Commercial 1.5 Inch Meter

Usage
From:

Usage
To

Month
of

i o n

Month
of
eb

Month
of

Mar

Month
of

M8¥

Month
of

Month
of

A4 9

Month
of

Exhibit
Schedule H-5
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Month
of

M y

Cumul-
ative

Billi
143

Cumul-
ative

Gals 11.0005)
5,677

Totals 11
-

Month
of

A M

_11 11__ 12 11 12 13.1 - 12

Total
I s a ;

, 15

Average Usage
Median Usage
Average # Customers
Change in Number of Customers

Month
of

Q Q

Month
of
ec

13 _, 1 3 3
39,700 -
22,500

12
2

I I I ll l

Month
of

Jun



Usage
From:

1
1,001
2,001
3,001
4,001
5,001
0,001
7,001
a,001
9,001

10,001
12,001
14,001
16,001
1 B,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

101,300
108,400
127,100
128,800
137500
137,600
140,200
148,000
151 ,500
159,400
163,000
172,600
182,400
191,600
193,800
198,800
21s,000
231,100
235,400
245,200
260,100
336,200
346,700
347,000
347,800
351,300
419,700

Usage
To:

1,000
2,000
3,000
4,000
5,000
s,000
7,000
a,000
9000

10,000
12,000
14,000
16,000
18,000
20.000
25,000
30,000
35,000
40,000
45,000
50,000
60.000
70,000
80,000
90,000

100,000
101 ,300
108,400
12II,100
12B,800
137,500
137,600
140,200
148,000
151 ,500
159.400
163,000
172,600
182,400
191 ,600
193,800
19B,600
216,000
231 ,100
235,400
245,200
260,100
336,200
346,700
347,000
347,800
351 ,300
419,700

Pima Utility Company - Water Division
Test Year Ended December 31, 2015

Customer Classification Commericai 2 Inch Meter

Month
of

,LM
3
3
4
2

2
4
4
1
2
4
2
3
2
2
1
7
4

2
2
2

3
3
4

Month
of

E D
3
1
4
3
1
1
2
2
1
1

1
3
2
3
3
4
2
4
3
2
5
5
6
4
G

Month
of

Mar
3
1
4
3
2

1
2
1
2

3
2
1
4
2
1
3
2
3
2
2
4
3
2

5

Month
of

AQ!
4
2
1
3
2

1
2
2
2
2
2
2
3

2

3
1
4

1

3
2
1

1

Month
of

MQ!
2
3
2
4

2

2
3
2

2
2
1
2
4
1
s
1
4
2
1
5
1

1

Month
01

M
5
2
3
3

2
1
1

3
2
2
1
2

2
3

2
3

4
3
2
2
2

Month
of

Lu!
2
3
2
3

1
2
2
2
1
2
4
2
3

1
2
3
2

3

4
2

1

1

Month
of

A_ua
5
2
2
2
1

3
2
4
3
2
1
4

2
3
1
1
2
1

2
4

1

1

Month
of

8 2
3
2
3
3

4
1
2
1
2
3
2
5

3
4
3
5
e
3

1

1

1

1

1
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Munch
of

QQ
3
1
2
4
1

4
1
4
1
1
3
2
4
2
4

1
3
2

1

1

1

1

1

1

1

Month
of

2
2
2
4

2
2

1
1
1
5
2
1
1
z
2
2
1
3
2
3
4
3
2
3

1

1

Month
of

DES;
3
1
3
5
2
3

1
3

5
1
1
1
1
4
3
3
3
3
1
B
4
2
2
5
1
1
1
1
1
1
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Total
Year

38
23
32
39
g

11
13
14
7

12
12
i s
18
21
25
16
31
25
31
19
25
25
50
35
36
38
33

1

1

1

2

1

2

1

1

2

1

3

1

1

1

1

1

1

2

1

2

1

1

1

1

1

1

1

Cumul-
ative
. .

38
61
93

132
141
152
165
179
186
198
210
235
254
275
300
316
347
372
403
422
441
472
522
558
594
632
665
666
867
see
570
671
673
674
675
677
678
681
682
683
684
685
656
587
689
S90
692
693
694
695
696
697
698
699

Cumul-
ative

Gals (1 .000s)

12
so

157
189
23B
310
401
453
555
669
955

1,1a9
1,504
1,929
2,233
2,931
a,s1a
4,s2s
5,sas
6,401
1,5aa

10,338
12,678
15,378
18,608
21,743
21 ,845
21,953
22,080
22,335
22,475
22,750
22,a91
23,039
23,342
23,501
23,990
24,183
24,345
24,537
24,730
24,929
25,145
25,607
25.843
26,333
26,593
26,929
27,276
27,623
27,971
28,322
28,742



Usage
From:
102,600
103,800
106,800
114,700
118,900
119,900
124,300
121,100
131,000
141,000
141 ,100
158,900
150,000
169,800
180,400
182700
184,500
185,300
186,400
194,500
205,400
218,800
220,200
220,600
224.000
224,200
229,600
232,600
236,900
239,300
250,300
296,900
311 .sao
332.100
357,700
368,700
387,400
473,900
537,000
102,200
102,500
114,100
122,800
128,500
145,500
177,900
179,400
180,000
183200
183,400
189,100
199,200
199,800
202,800

Usage
To:
102,600
103.800
106,800
114,700
118.900
119.900
124.300
127,700
131.000
141,000
141 ,100
156,900
158,000
169,800
180,400
182,700
1B4,500
185300
1 B6,400
194,500
205,400
218,800
220,200
220,600
224.000
224,200
229,600
232,600
2361900
239,300
250,300
296,900
311 ,000
332,100
357,700
360,700
387400
473,900
537,000
102,200
102.500
114.100
122.800
120,500
145,500
177900
179,400
180,000
183200
183,400
189,100
199,200
199,600
202,800

Pima Utility Company - Water Division
Test Year Ended December 31, 2015

Customer Classification Commericai 2 Inch Meter

Month
of

>&1

Munch
of

Feb

1

Month
of

Mar

1

1

Month
of

Ant

1

1

Month
of

M§1

MonM
of

Jun

Month
of

JM

Month
of

A49

Month
of

§§D

1

1
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Month
DI

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
of
OV

1

1

1

1

1

1

1

1

1

1

1

2

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Mnnlh
of

1299
Tota l
X991

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

2

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

1

1

1

1

2

1

1

1

1

1

1

1

1

1

1

2

1

1

1

2

3

Cumul-
ative

Eilli lli l
700
702
703
704
705
707
710
711
112
713
714
716
717
718
719
720
721
722
72s
724
725
72a
727
728
729
730
731
732
733
734
735
737
73B
739
740
741
742
743
744
745
746
747
749
751
752
753
754
755
use
757
75B
759
760
761

Cumuk
active

Gals (1 .0005)
2a,a44
29,052
29.159
29,274
29,392
29,632
30,005
30.133
30,204
30,405
30,545
30,860
31 ,018
31,1BB
31 .368
31 ,551
31 ,735
31 ,920
32,107
32,301
32,507
32,726
32,946
33,166
33,390
33,615
33,844
34,077
M314
34,553
34.803
35,397
35,709
35,041
36.398
36,767
37,155
37.628
38,165
38,268
38,370
:1e,4a4
38,730
38,987
39,132
39,310
39,490
39,670
39,853
40,036
40,225
40,425
40,524
40,827



Pima Utility Company - Water Division
Test Year Ended December 31 , 2015

Customer Ciassilication Commerical 2 Inch Meter

Monk
of

8 2

Month
of

Fe

Month
of

Mar

1

Month
of

AM

1

1

Month
Bf

Mav

Month
Df

M

Month
of

M o n t h

o f

AHS!

Month
of

§§2
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Month
of

9_4

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
of

MQ!

Month
of

DEF
Total
X§31

Cumul-
ative
. .

1

Usage
From:
215,300
217,600
221,300
222,200
240,400
246,800
258,100
258,900
261 ,000
268,100
273,700
274,200
277,000
2B2,900
293,800
373,400
394,700
415600
437,800
472,800
4B1 ,900
523,100
534,100
559,000
598,400
893100

1,032,500
1,413,700
1,456,000
1,471 ,100

105,400
110,500
119,000
125,900
138,700
143,200
157,500
169,500
172,200
175,900
183,300
188,800
189300
191,900
207,400
213,600
224,500
261 ,500
253,400
257,500
273,300
294,000
298,500
318,300

Usage
To:
215,300
217.600
221 ,300
222,200
240,400
246,800
258,100
258,900
261.600
268.100
273,700
274,200
277,000
282,900
293,800
373.400
394,700
415.600
437,800
472,B00
4a1 ,900
523.100
534,100
559,000
598.400
893.100

1 ,032,500
1 ,413,700
1 ,456,000
1 ,471 ,700

105.400
110,500
119,000
125,900
138,700
143,200
157,500
169.500
172,200
175.900
183,300
1 BB,800
1 B9.300
191.900
207,400
213,600
224,600
261 ,500
253.400
287,500
273,300
294,000
298,500
318,300 1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

1

1

1

1

1

1

1

1

1

1

2

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

2

1

1

1

1

1

1

1

1

1

1

2

762
763
764
7s5
766
767
769
770
771
772
773
774
775
716
777
778
779
781
782
783
784
785
786
787
788
789
790
791
792
793
794
795
796
797
798
799
800
801
802
803
804
B06
sos
809
810
B11
B12
B13
814
815
815
817
818
820

Cumul-
ative

Gals (1.0000
41 .042
41 ,Zen
41 ,481
41 ,703
41.944
42.191
42.707
42.966
43.227
43.495
43,769
44.043
44.320
44,603
44,897
45.270
45.665
46,496
46,934
47.407
47,889
48.412
48.946
49,505
50,103
50,996
52.029
53.443
54.a9s
56,370
56.476
56.586
56.705
56,831
56.970
57,113
57,271
57.440
57.612
57,788
57,971
5a,349
58,728
58,920
59.127
59.341
59.555
59,827
60.090
60,358
60,531
60.925
61,223
61.a60



Usage
From:
319,900
323,600
331 ,300
342,900
359,200
394,500
423200
495,100
534,000
788,800
960,700
107,100
111 ,100
112,400
123.400
131 ,700
132,400
155,200
157,600
166,200
167,000
175400
178,700
190,700
191.300
192.500
216,300
238,900
249,700
267.200
280,500
311 ,100
311 ,400
314,800
317,800
321 ,700
364,600
375,000
388,200
389,500
417,100
423,500
427,500
446,100
451 ,900
507,100
589,000
629,500
669,200
674,400
703,800
757,300
B10,000
824,500

Usage
To:
319,900
323,600
331,300
342,900
359,200
394600
423200
495,100
534,000
788,800
968.700
107,100
111 ,1 on
112,400
123,400
131 ,700
132,400
155,200
157,600
166,200
167,000
175,400
176,700
190,700
191 ,300
192,500
216,300
238,900
249,700
267,200
280,500
311 ,100
311 ,400
314,800
317,600
321 700
364.600
375,000
388,200
389,500
417.100
423,500
427,500
446,100
451 ,900
507,100
589,000
629,500
669,200
674,400
703,800
757,300
B10,000
824,500

Pima Utility Company - Water Division
Test Year Ended December 31 2015

Customer Classification Commerical 2 inch Meter

Monk
of

QM

1

Month
of

EYE

Month
of
ar

1

Month
of

AJ!

Month
of

Mav

Month
of
M

Month
of

Month
of

Au

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

1

1

1

1

1

1

1

1

Month
of

0 2
1
1
1
1
1
1
1
1
1
1
1
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Month
of

QQ

Morph
of

N911

Month
of

Qs ;
Total
Me n

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

1

1

1

3

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Cumul-
alive
i lim

821
822
823
824
825
B26
827
828
829
830
831
832
833
834
835
836
B37
838
839
a40
a41
843
844
B45
846
849
850
851
852
853
854
855
ass
857
858
859
B60
ae1
B62
863
854
B65
865
ae7
ahs
869
870
871
B72
B73
B74
875
876
877

Cumuli
active

Gals (1 .00os>
62.180
62.503
62.835
63,178
63,537
63,931
64.355
64.a50
65,384
as,173
67,141
67,248
67,359
67,472
67,595
67,727
67,859
68,015
6B,172
G8,338
68,505
68,856
69.033
e9,224
69,415
89,992
70,209
70.448
70,597
70.964
71 .245
71 .see
71 .ask
72,182
72.500
72,822
73.1B6
73,561
73.949
74,339
74,755
75,179
75.607
76,053
76,505
77,012
77.601
78.231
78,900
79,574
80,278
81 ,035
81 .845
82,870



Usage
From:
B85,200
975,000

1 ,297,200
114,000
120,100
129,000
146,200
146,500
147800
150600
154,700
160,600
162,900
179,000
191,400
195500
210,800
22B,400
231,400
235200
256,200
251,200
262,500
275,900
299,B00
305,200
313,100
318,600
338,700
363,700
379,300
403,800
418,200
429,600
435,400
468,400
489,400
495,200
535,100
603,000
608,500
699,900
708,900
738,400
1s5,000
773,700
812,100
900,700
990,300

1,170,700
1,200,000

100,900
109,400
111,100

Usage
To:
885,200
975,000

1 ,297,200
114,000
120,100
129,000
145,200
146,500
147,800
150,600
154,700
160600
162,900
179,000
191,400
195,500
210,800
228,400
231 400
235,200
256,200
257,200
262,500
275,900
299.800
305,200
313,100
318600
338.700
363,700
379300
403,800
418,200
429,600
435,400
488.400
489,400
495,200
535,100
603,000
608,500
699,900
708,900
738.400
765.000
773,700
812,100
900,700
990,300

1,110,700
1,200,000

100,900
109,400
111,700

Pima Utility Company - Water Division
Test Year Ended December 31, 2015

Customer Classilication Commerical 2 Inch Meter

Month
of

M I

Month
of

Feb

1

Month
of

Mar

Month
of

ALI

1

Month
of

Mav

Month
of

M

1

1

1

Month
of

M

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
of

A!!!
1

1

1

Month
of

Sea
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Month
of

QQ

Month
of

N924

Month
of

D99
Total
Y a

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

1

1

Cumul-
ative
ill

878
879
880
881
882
883
884
B85
B86
887
888
889
890
B91
B92
893
B94
B95
895
897
898
B99
900
901
902
904
905
906
907
908
909
910
911
912
913
914
915
916
917
918
919
920
921
922
923
924
925
926
927
92B
929
931
932
933

Cumul-
stive

Gals (1.000S)
83,555
84,530
85,B27
85,941
86,061
86,190
85,335
86,483
86,631
86,781
86,936
87,097
87,260
87,439
87,630
87,825
88,036
88,265
88,496
88,731
88,987
89,245
89,507
89,783
90,083
90,693
91 ,nae
91 ,325
91 ,664
92,027
92,407
92,B10
93,229
93,658
94,094
94,562
95,051
95,541
96,082
9e,eas
97,293
97,993
98,702
99.440

100,205
100,979
101 ,791
102,692
103,682
104,853
106,053
106,255
106,364
106,475



Usage
From:
118,100
118.300
120,600
137,900
152600
163,900
165,500
179,900
186,200
187,700
193,300
208,500
209,300
209,800
242,000
2M,500
255,700
258,400
260,700
270,100
277,400
288,500
319,200
320,400
347.200
366,900
373,300
381 ,600
382,300
394,300
401 ,600
429,800
431 ,000
461,900
490,200
594,900
652,300
679,900
732,000
760,900
815,800
835,700
953,700
935,100
107,600
114,800
116,900
128,000
131,500
136B00
143,000
144,200
156,100
156,200

Usage
T01
118.100
118,300
120,600
137,900
152,600
163,900
165,500
179,900
186,200
187,700
193300
208,500
209,300
209,800
242000
254,500
255,700
25B,400
260,700
210,100
217,400
2ae,500
319,200
320,400
347,200
366,900
373,300
381 ,500
382,300
394,300
401 ,600
429,800
431,000
461 ,900
490,200
594,900
652,300
079,900
732,000
760,900
815,500
835,700
933,700
935,100
107,600
114,800
116,900
128,000
131,500
136,800
143,000
144,200
15e,100
156,200

Pima utility Company - Water Division
Test Year Ended December 31, 2015

Customer Classification Commerical 2 inch Meter

Month
of

Jan

Month
of

Fe

Monk
of

Mar

1

1

Month
of

AQ!

Month
of

MQ!

1

1

1

1

1

1

1

1

1

1

Month
of

J.un

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
of

Month
of

AMS

Month
of

§§Q
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Month
of

Month
of

Nov

Month
of

Q8sz
To t a l

I s a :

2

1

1

1

2

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

1

1

Cumul-
ative

935
936
937
938
940
941
942
943
944
945
94s
947
94B
949
950
951
952
953
954
955
958
957
958
959
960
961
962
963
964
965
986
967
96B
959
970
972
973
974
975
978
977
978
979
980
981
982
983
984
9B5
986
987
988
989
990

Cumul-
alive

Gals (1 .000S)
106,712
106,830
106,951
107,089
107,394
107,558
107,723
107,903
108,090
108,277
108,471
108,679
108,888
109,098
109,340
109,595
109,850
110,109
110,369
110,640
110,917
111205
111,525
111,845
112,192
112,559
112,932
113,314
113,696
114,091
114,492
114,922
115,353
115,815
116,305
117,485
118,147
118,827
119,559
120,320
121 .135
121,972
122,905
123,840
123,948
124,063
124,180
124,308
124,439
124,576
124,719
124,863
125,019
125,175

_ll I



Usage
From:
1G7,600
175,600
178,000
17B,200
1B4,400
189,700
194,000
195,400
215,700
219,000
220,900
239,900
241 ,G00
244,200
247,500
251 ,300
255,900
302,200
31 B,700
335,000
365,500
366,800
378,900
383,700
398,600
430,900
471 ,too
504,100
521 ,900
549,200
610,500
644,300
673,600
740,100
950,500
103,300
113,300
113,600
116,800
121,800
14,800
138,600
142,600
168,500
171 ,500
175,300
176.800
186,500
192,700
195,000
214,200
219,500
227,000
230,700

Usage
To:
167.600
175.600
17B.000
178.200
184,400
1 B9.700
194.000
195,400
215,700
219,000
220,900
239,900
241 .600
244,200
247.500
251,300
255.900
302.200
318,700
335,000
365,500
366,800
37B,90D
383,700
398.600
430,900
471 ,000
504.100
521 ,900
549,200
510,500
644,300
573.600
740,100
950,500
103.300
113.300
113,600
116,800
121,800
134,800
138,500
142,600
168.500
171.500
175.300
176,800
1 B6,500
192,100
195.000
214.200
219.500
227.000
230,700

Pima Utility Company - Water Division
Test Year Ended December 31, 2015

Customer Ciassincation Commerical 2 inch Meter

Month
of

M

1

Month
of

Feb

Month
of

Mar

Month
of

AM

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
Rf

M§1
1
1
1
1
1
1
1
1
1
1
1
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
of
M

Month
of

, m

Month
cf

849

Month
of

§§12

ExhibR
Schedule H-5
Page 7
Witness: Bourassa

Month
of

9_9

Month
of

Nszx

Month
of

D99
Total
Year

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

2

1

1

1

1

Cumul-
ative
Hlirl

991
992
993
994
996
997
998
999

1,000
1,001
1,002
1,003
1,004
1,005
1,000
1.001
1,008
1,009
1,010
1,011
1,012
1,01 s
1,014
1,01 s
1,010
1,018
1,019
1,020
1,021
1,022
1,023
1,024
1,025
1,026
1,027
1,02a
1,029
1,030
1,031
1,032
1,033
1.034
1.035
1,035
1.0a 7
1,030
1,039
1,040
1,041
1,042
1,043
1,044
1,045
1.046

Cumul-
alive

Gals (1.DOOS)
125,343
125,519
125,G97
125,875
126,244
126,433
126,627
126,823
127,038
127,257
127.478
127,71B
127,960
128,204
128,452
128,703
128,959
129,261
129,580
129,915
130,2B0
130,647
131,026
131.410
131,808
132,670
133,141
133,645
134,167
134,716
135,327
135,971
136.645
137.385
138,335
138,438
138,552
138,665
138,782
138,904
t39,039
139,177
139,320
139,488
139,660
1 9 ,8 3 5
140,012
140,199
140,391
140,586
140,800
141,020
141,247
141 ,478



Usage
From:
244,000
245,800
247,000
267,400
soa,100
322,200
366,700
378,300
396,500
421 ,800
454,700
4a1 ,400
487.500
496,400
574,800
600,900
603,300
608,700
633,800
747,400
802,500
B17,800
824,600
104,000
104,300
105,500
108,200
127200
131 ,1 DO
142,100
145,800
147,200
155,700
157,200
158,800
159,200
178,600
17B,900
187,400
189.200
194,100
211 ,500
216,900
241 ,a00
24a,400
249,300
264,400
275,100
277,500
294,100
295,400
298,300
384,100
390,900

Usage
To:
244,000
245,800
247,000
267,400
303,100
322,200
366,700
378,300
396,500
421 ,a00
454,700
481 ,400
407,600
496,400
574800
600,900
603,300
608,700
633.800
147,400
802,500
817,800
824,600
104.000
104,300
105,500
108,200
127,200
131 ,100
142,100
145800
147.200
155,700
157,200
158.500
169,200
178,600
178.900
187400
189,200
194,100
211 ,500
216,900
241,B00
248,400
249300
254,400
275,100
277,500
294,100
295,400
298.300
384,100
390,900

Pima Utility Company - Water Division
Test Year Ended December 31 2015

Customer Classification Commerical 2 Inch Meter

Munro
of

Jan

Month
of

E29

Month
of
ar

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
of

AIM

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
of

M311

Month
of

J m

Month
of

:Ml

Month
of

Aus

Month
of

§§.l2
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Much
of

9_4

Month
of

Nov

Month
of

D99
Trial
Xié l

1
1
1
1
1
1
1
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Cumui-
ative

1,047
1,040
1,049
1,050
1,051
1,052
1,053
1.054
1,055
1,055
1,057
1,055
1,059
1,060
1,001
1,062
1,065
1,064
1.095
1,000
1,097
1,069
1,069
1,070
1,071
1,072
1,073
1,074
1,075
1,070
1,077
1,078
1.079
1,0a0
1,081
1,082
1,oas
1,084
1.085
1.0a4s
1.087
1,oas
1,0a9
1,090
1,091
1,092
1,093
1,094
1,095
1,090
1,097
1,09a
1,099
1,100

Cumul-
alive

Gals (1.000s)
141 .722
141,957
142,214
142,482
142,785
143,107
143,474
1431852
144,249
144,670
145,125
145,607
146,094
146,591
147,155
147,785
148,370
14B,97B
149,612
150,359
151 ,162
151.980
152,804
152,908
153,013
153,118
153,226
153,354
153,4B5
153,627
153,773
153,920
154,075
154,233
154,391
154,560
154,739
154,918
155,105
155,295
155,489
155,700
155,911
155,159
156,407
156,657
156,921
157,196
157,474
157,768
158,083
158,381
158,745
159,135



Usage
From:
455,800
104.400
105,800
117,800
121 ,100
131 ,300
150,700
155,900
174,900
175,800
182,200
194,900
198,900
202,000
204,800
204,800
209,200
210,700
217,000
236,000
320,200
340,100
406,200

4,598,200
103.100
105,700
107,300
108.800
115.300
118,000
121,800
124,200
131,200
135,200
135,400
146,000
149,700
159,000
160,700
182,800

189500
192100
197000
204700
214000
229200
233000
242400
255300
282300
322500
333900

Usage
To:
455,800
104.400
105,800
117,800
121 ,100
131,300
150,700
165.900
174,900
175,800
182.200
194.900
198.900
202,000
204.600
204,800
209,200
210,700
217.000
236,000
320.200
340,100
406,200

4,598,200
103,100
105,700
107,300
108,800
115,300
118,000
121 ,800
124,200
131,200
135,200
135,400
146.000
149.700
159,000
160,700
182,800
189,500
192,100
197,800
204,700
214,000
229,200
233,000
242,400
255,300
2B2,300
322,500
333,900

Pima Utility Company - Water Division
Test Year Ended December 31, 2015

Customer Classification Commerical 2 Inch Meter

Month
of

Q S

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
of

Feb

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Month
of

Mar
1

Month
of

ABI

Month
of

MQ!

Month
of

Jun

Month
of

JM

Month
of

A49

Month
of

§§E

Exhibit
Schedule H-5
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Month
of

Mcnlh
of

Nov

Month
of
ac

Total
Year

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Cumul-
ative

Billing
1,101
1,102
1,103
1,104
1,105
1,106
1,107
1,10a
1,109
1,110
1,111
1,112
1,113
1,114
1,115
1,110
1,117
1,11a
1,119
1,120
1,121
1,122
1,123
1,124
1,125
1,12s
1121
1,12a
1.129
1,130
1,131
1,132
1.133
1,134
1,135
1,136
1,137
1.138
1.139
1,140
1,141
1,142
1.143
1,144
1,145
1,146
1,147
1.148
1,149
1,1s0
1,151
1,152
1,152

Cumul-
alive

Gals (1 .0009
159,592
159,697
159,802
159,920
160,041
160,173
160,323
160,489
160,654
160,840
161,022
161 ,217
161,416
161,el a
161 ,822
162,027
162,236
162,447
162,664
162,900
163,220
163,560
163,967
168,565
168,668
168,774
168,881
168,990
169,105
169,223
169,345
169,469
169,600
159,735
169,871
170,017
170,166
170,325
170,486
170,669
170,858
171,050
171,248
171,453
171 ,667
171,896
172,129
172,372
172,627
172,909
173,232
173,556
173,566



Usage
From:

Usage
To:

Totals

Pima Utility Company - Water Division
Test Year Ended December 31 | 2015

Customer Classification Commerical 2 Inch Meter

Month
of

M
96

Month
of

M
97

Month
of

M8L
96

Month
of

Am
95

Month
of

M !
95

Month
of

M
98

Month
of

M
96

Month
of

*M
97

Month
of

§ =a
97

Month
of

2 4
95

Average Usage
Median Usage
Average # Customers
Change in Number of Customers

Exhibit
Schedule H-5
Page 7
Witness: Bourassa

Month
of

95

Month
of

S m
95

Total
Year

840
81 ,355
75,000

70
(1)

Cumul-
ative

Gals (1 .000s>



Pima Utility Company - Water Division
Test Year Ended December 31 | 2015

Customer Classification Irrigation
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Usage
From:

Usage
To :

Month
of

Jan

Month
of

Esp

Month
of

Mar

Month
of

ADI

Monk
of

Max

Monk
of

.um

Month
of

, in

M o n t h

o f

AHS!

Month
of

a w

Mgmt
of

o n

Month
of

NS!
Total
heat

C umul-

ative
. .

Cumul-
alive

Gals (1 00Qs)

Month
of

D99
2 2

1 1 4
4
4
4
4
4
4
4
4
4
4
4

1 1

1

1

1

2
2
2
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
4
4
5
6
7

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1,001
2.001
s,001
4,001
5,001
6.001
1.001
a,o01
9,001

10,001
12,001
14,001
16,001
1B,001
20,001
25,001
30,001
35,001
40.001
45.001
50.001
60,001
10.001
80,001
90,001

a4a,300
954,300

1,050,000
1,391 ,000
2,181 ,000
2,417,300
2.e11 .900
2,892,000
3,034,000
31370,200
3,606,900
3,754,300
3,799,000
3,799.100
3.848.000
4,099,000
4,137,600
4,238,000
4,892,400
5,262,000
5,488,100
5,827,500
5,956,900
6.193.300
6,329,200
8,722,000
1,190,100
1.11 s,100
7,B40,000

1

2,000
3,000
4.000
5,000
s,000
1,000
8.000
9,000

10,000
12,000
14,000
16.000
18,000
20,000
25,000
30,000
35,000
40000
45,000
50,000
60,000
70,000
80,000
90,000

100,000
848,300
954,300

1,050,000
1,391 ,000
2,181 ,000
2,417,300
2,611 ,900
2,892,000
3,034,000
3,370,200
3606,900
3,754,300
3,799,000
3,799.100
3,848,000
4,099,000
4,137,600
4,238,000
4,892,400
5,262,000
5,488,100
5,527,500
5,956,900
6,193,300
6,329,200
6,722,000
1,190,700
7,713.100
7,840,000 1

1

1

1

1

1

1

1

1

1

8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
2s
27
28
29
30
31
32
33

4
4
4
4
4
4
4
4
4

89
89

937
1,891
2.941
4.332
5,513
e,9s0

11,542
14.434
17.4sa
20,839
24,445
28,200
31 .999
35,798
39.646
43.745
47,582
52,120
57.013
s2275
67,763
73590
79.547
B5,741
92.070
98.792

105,983
113,595
121,536



Pima Utility Company - Water Division
Test Year Ended December 31, 2015

Customer Classification Irrigation
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Month
of

,Lam

Month
Of

E912

Month
of

Mar

Month
of

ADI

Month
of

MB!

Month
of

, um

Month
of

J.U1

Month
of

AMD

Month
of

§§R

Month
of

S m

Month
of

N9M

Month
of

Das
Total
XQ§[

Cumul-
ative
. .

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

Usage
From:
7,945,700
9,042,000
9,582,000

12,097,300
12,169,000
12,482,500
12,924,600
14,925,500
15,390,300
17,620000
18,092000
1B,207,300
19,489,800
19,685,000
20,122,800
20,788,200
23941 ,000
24,349900
24,707000
25,935,200
26,838,000
32,128,000
32,240,000
42,119,000
48,814,000
49,314,000
59,774,000

Usage
To:

7,945,700
9,042,000
9582,000

12,097,300
12,169,000
12,482,500
12,924,600
14,925,500
15,390,300
17,620,000
18,092,000
18207,300
19489,800
19,685,000
20,122,800
20,788,200
23,941 ,000
24,349,900
24,107,000
25,935,200
26,838,000
32126,000
32,240,000
42,119,000
48,814,000
49,314000
59,774,000

1

1

1

1

1

1

1

1

1

34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
55
57
58
59
60
60
60
60
60
60

Cumul-
auve

(Eats (1 .0009
129,481
138,523
148,105
160,203
172,372
184,854
197,779
212,704
228,095
245,715
263,807
282,014
301,504
321,1 BE
341 .311
362,100
386,041
410,391
435,098
451,033
487.871
519,997
552,237
594,356
543,170
692,484
752,258
752,258
752,258
752,258
752,258
752,258

Totals 5 5 5 5 5 5 5 5 5 5
Average Usage
Median Usage
Average # Customers
Change in Number of Customers

5 5 60
12,537,62é"
7,451 ,900

5



Pima utility Company _ Water Division
Test Year Ended December 31. 2015
CustomerClassification Construction Water
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Usage
From:

Usage
To:

Month
of

Month
of

E911

Month
of

M r

Month
of

AM

Month
of

Mav

Month
of

,Lim

Month
Of

Month
of

A49

Month
Of

582

Month
Uf

Month
of

N i x

Month
Of

139
Total
Year

Cumul-
ative

Gals (1 .eGOs)

1 1 3 1

1

1
2 3 21

1

1

1

1

1

1 2

1

1

1

7
11
5
2
2
11

1 1 2

1 1

1

1

1

1

21 1

1 1 1 3

1

1

1

1

1

1
1,001
2,001
3,001
4,001
5,001
6,001
7,001
8,001
9,001

10,001
11,001
12,001
13,001
14,001
15,001
16,001
17,001
18,001
19,001
20,001
21,001
22,001
23,001
24,001
25,001
26,001
27,001
28,001
29,001
30,001
31,001
32,001
33,001
34,001
35,001
36,001
37,001
3a,001
39,001
40,001
41,001
42,001
43,001
44,001
45,001
45,001

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
11,000
12,000
13,000
14,000
15,000
16,000
17,000
18.000
19,000
20,000
21 ,000
22,000
23,000
24,000
25,000
26,000
27,000
28,000
29,000
30,000
31,000
32,000
33,000
34,000
35,000
36,000
37,000
38,000
39,000
40,000
41 ,000
42,000
43,000
44,000
45,000
46,000
47,000

Jo

1

Cumul-
ative

B!!!iDQ

7
18
23
25
27
28
28
28
30
30
30
30
30
30
30
30
30
31
31
31
31
31
31
31
32
33
35
35
35
35
35
35
35
38
38
39
40
41
41
41
41
41
41
41
41
41
41

4
20
33
40
49
54
54
54
71
71
71
71
71
71
71
71
71
89
89
89
89
89
89
89

113
139
192
192
192
192
192
192
192
292
292
328
364
402
402
402
402
402
402
402
402
402
402



Pima Utillty Company - Water Division
Test Year Ended December31, 2015
Customer Ciassiiication Construction Water
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Usage
From:

Usage
Month

of
,Len

Month
Of

Feb

Month
of

M r

Month
Of

AM

Month
Of

Mav

Month
Of

M

Month
of

Jill

Month
of

Auq

Month
of

Son

Month
of

QQ

Month
Of

Nov

Month
of

D s ;
Total
Lear

Cumul-
ative

1 1

1 1

1 1

47,001
48,001
49,001
50,001
51,001
52,001
53,001
54,001
55,001
56.001
57,001
5a,001
59,001
60,001
51,001
62,001
63,001
64,001
65,001
66,001
67,001
68,001
69,001
70,001
71,001
72,001
73,001
74,001
75,001
76,001
77,001
78,001
79,001
80,001
81,001
82,001
83,001
84,001
85,001
85,001
87,001
88,001
89,001
90,001
91,001
92,001
93,001
94,001

To:
48,000
49,000
50,000
51 ,000
52,000
53,000
54,000
55,000
56,000
57,000
58,000
59,000
60,000
61 ,000
52,000
63,000
64,000
65,000
66,000
67,000
68,000
69,000
70,000
71,000
72,000
73,000
74,000
75,000
76,000
77,000
78,000
79,000
80,000
81,000
82,000
83,000
84,000
85,000
86,000
87,000
88,000
89,000
90,000
91,000
92,000
93,000
94,000
95,000

1 1

41
41
41
41
41
42
42
42
42
42
42
42
42
42
43
43
43
43
44
44
44
44
44
44
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45
45

Cumul-
aiive

Gals (1 .000sl
402
402
402
402
402
454
454
454
454
454
454
454
454
454
516
516
516
516
581
581
581
581
581
581
653
653
653
653
653
653
653
653
653
653
653
653
653
S53
653
653
653
653
653
G53
653
653
653
653



Pima Utility Company . Water Division
Test Year Ended December 31, 2015
Customer Classification Construction Water
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Month
Of

i n

Month
Cf

F b

Month
of

mat

Month
of

ADL

Month
of

M834

Month
Cf

Jan

Month
of

,Ml

Month
Of

A49

Month
Of

Sgt;

Month
Of

QQ

Month
of

Nov

Month
of

DQ;
Total
X§§I

Cumul-
ative

1

1

1

1

1

1

1

1

1

Usage
From:
95,001
96,001
97,001
98,001
99,001

891 ,300
235,800
167,600
148,100
209,600

Usage
To:
96,000
97,000
98,000
99,000

100,000
691,300
235,800
167,600
148,100
209,600 1

45
45
45
45
45
46
47
48
49
50
50
50

Cumul-
ative

Gals (1 .000s)
653
653
653
653
653

1,344
1,580
1,747
1,895
2,105
2,105
2,105
2,105

Totals 3 4 4 5 n-  6  - -  3 7 4 _2_ __ 2
Average Usage .
Median Usage
Average # Customers
Change in Number of Customers

3 50
42,098

4,oo0
4

illy



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Computation of Increase in Gross Revenue
Requirements As Adjusted
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Line

$ 8,592,112Fair Value Rate Base

455,043Adjusted Operating Income

Current Rate of Return 5.30%

$ 728,370Required Operating Income

Required Rate of Return on Fair Value Rate Base 8.48%

$ 273,326Operating Income Deficiency

Gross Revenue Conversion Factor 1.3510

Increase in Gross Revenue
Requirement $ 369,273

Adjusted Test Year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

$
$
$

3,412,382
369,273

3,781 ,654
10.82%

P re s e n t
Ra te s

Proposed
Rat_es

Dollar
Increase

Percent
Increase

Customer
Classification
(Residential Commercial. Irrigation)
5/8x3/4 Inch Residential
1 Inch Residential

$ 2,949,320
173,679

$ 3,270,796
192,610

$ 321 ,476
18,931

10.90%
1090%

5/8x3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch

Commercial
Commercial
Commercial
Commercial
Commercial

$
6,921
1,408

17,604
16,238

121 ,546

$

7,676
1 ,562

19,523
18,008

134,795

754
154

1,919
1,770

13,249

10.90%
10.90%
10.90%
10.90%
10.90%

Effluent 104,788 115,691 10,904 10.41%

Revenue Annualization 3,884 4,307 423 10.90%

Subtotal $ 3,395,390 $ 3,764,969 $ 369,579 10.88%

20,050
(3,058)

20,050
(3,364)

0.00%
10.01%
0.00%

10.82%

Other Water Revenues
Reconciling Amount
Rounding
Total of Water Revenues 3,412,382 $ 3,781,655 $

(306)

369,273

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
2 1
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
4 1
42
43
44

45
46
47
48
49
50
51

SUPPORTING SCHEDULES:
B-1
C-1
C-3
H-1

I l l
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Pima Utilitycompany - Wastewater Division
Test Year Ended December 31, 2015

Summary of Results of Operations
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__Description
Gross Revenues

Test year
Prior Years Ended Actual Adjusted

12/31/2013 12/31/2014 12/31/2015 12/31/2015
$ 3,361,879 $ 3,415,529 $ 3,408,498 $ 3,412,382 $

Proieded Year
Present Proposed
Rates Rates

12/31/2016 12/31/2016
3,412,382 $ 3,781 ,654

Revenue Deductions and
Operating Expenses

2,841,752 2,805,464 2,930,008 2,957,338 2,957,338 3,053,285

Operating income $ 520,126 $ 610,065 $ 478,490 $ 455,043 $ 455,043 $ 728,369

Other Income and
Deductions

(394) (1 ,697) (1 ,882) (1 ,882) (1 ,882) (1 ,882)

Interest Expense (121 ,260) (112,681) (102,054) (67,198) (67,198)

Net Income $ 3_98,473 $ 495,687 $ 374,554 _ _385,963 $

(67,198)

385,963 $ 659,289

Common Shares 180,041 180,041 180,041 180,041 180,041 180,041

Earned Per Average
Common Share 2.21 2.75 2.08 2.14 2.14 3.66

Dividends Per
Common Share

Payout Ratio

Return on Average
Invested Capital 3.65% 4.37% 3.41% 3.41 % 3.53% 6.03%

Return on Year End
Capital 3.49% 4.40% 3.50% 3.41% 3.65% 6.24%

Return on Average
Common Equity 7.25% 9.45% 6.59% 6.79% 6.37% 10.64%

Return on Year End
Common Equity 7.97% 9.02% 6.38% 6.56% 6.17% 10.10%

Times Bond Interest Eamed
Before Income Taxes 4.29 5.41 4.69 8.35 8.35 13.75

Times Total Interest and
Preferred Dividends Eamed
After Income Taxes 4.29 5.42 4.69 7.09 7.09 10.81

Line

&
1
2
3
4
5
6
7
8
9
10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52

SUPPORTING SCHEDULES
C-1
E-2
F-1



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Summary of Capital Structure
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Description:
Prior Years Ended

12/31/2013 12/31/2014

Test
Year

12/31/2015

Projected
Year

12/31/2016

Short-Term Debt

Long-Term Debt 3,813,000 3,534,000 3,411,008 1 3,118,636 t

Total Debt s 3,813,000 $ 3,534,000 $ 3,411,008 $ 3,118,636

Preferred Stock

Common Equity 4,999,162 5,494,850 5,869,403 6,255,367

Total Capital & Debt s 8,812,162 $ 9,028,850 $ 9,280,412 $ 9,374,003

Capitalization Ratios:

Long-Term Debt 43.27% 39.14% 36.75% 33.27%

Total Debt 43.27% 39.14% 36.75% 33.27%

Preferred Stock

Common Equity 56.73% 60.86% 63.25% 66.73%

Total Capital 100.00% 100.00% 100.00% 100.00%

W eighted Cost of
Senior Capital 0.00% 0.00% 1.12% 1.01%

1 Allocated portion of long-temm debt based upon consolidated capital structure
and proposed rate base.

Line

FILL
1
2
3
3

4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULES:
E-1
D-1
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Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Construction Expenditures
and Gross Utility Plant in Service

Exhibit
Schedule A-4
Page 1
Witness: Bourassa

Construction
Expenditures

Net Plant
Placed

in
Service

Gross
Utility
Plant

in Service

Prior Year Ended 12/31/2013 1 ,895,789 1 ,895,789 22,240,467

Prior year Ended 12/31/2014 649,828 5,943 22,246,410

Test Year Ended 12/31/2015 230,633 2,726,181 24,972,591

Projected Year Ended 12/31/2016 162,971 162,971 25,135,561

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

10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

SUPPORTING SCHEDULES:
B-2
E-5
F-3



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015
Summary Statements of Cash Flows

Exhibit
Schedule A-5
Page 1
Witness: BourassaLine

M
Test
Year

Ended
12/31/2015

Projected Year
Present Proposed
Rates Rates

12/31/2016 12/31/2016

Prior
Year

Ended
12/31 /2013

Prior
Year

Ended
12/31 /2014

$ 398,473 $ 495,687 $ 374,554 $ 385,963 $ 659,289

1,017,967
(275,998)

849,996
(253,636)

1,008,985
(383,915)

911,901 911,901

(17,686) 2,915 (13,970)

664,964
2,353

135,174
249,006

(21,827)
8,988

135,110
(297,277)

(801 ,100)
(1 ,844)

135,184
195,846

(636)
430
742

(647)
4,112
5,407

$ 2,1'7£,789 s 928,82é- $

(1 ,013)
(1 ,700)
(1 ,396)

2
509,633 $ 1,297,885 s  1 ,571 ,19 i

<1 ,895,789) (649,828) (230,633) (162,971) (162,971)

§ (1,895,789.}_ $ (649928> s (230l,6.§s) $ 819297 .$ g1§;,97' ) '

(279,000) (279,000) (279,000) (279,000) (279,000)

(320,119) (560,279)

$

(279,000) $ ___(279,000)__§
(0) 0

- (0)
( 0 )  s 0 $ _ _

(279,0001_$ (599,119)  $_@39,279>
0 535,775 568,942
0 0 0
0 535,775 568,942$ $

1
2
3
4
5 Cash Flows from Operating Activities
6 Net Income
7 Adjustments to reconcile net income to net cash
8 provided by operating activities:
9 Depreciation and Amortization
10 Other -Adjustments
11 Changes in Certain Assets and Liabilities:
12 Accounts Receivable
13 Unbilled Revenues
14 Materials and Supplies Inventory
15 Prepaid Expenses
16 Restricted Cash
17 Receivable/Payable from Assoc. Co.
18 Other Receivable
19 Deferred Debits
20 Accounts Payable
21 Customer Deposits
22 Interest Payable
23 Taxes Payable
24 Other assets and liabilities
25 Rounding
26 Net Cash Flow provided by Operating Activities
27 Cash Flow From Investing Activities:
28 Capital Expenditures
29 Plant Held for Future Use
30 Changes in debt reserve fund
31 Net Cash Flows from investing Activities
32 Cash Flow From Financing Activities
33 Change in Restricted Cash
34 Proceeds from Long-Term Debt
35 Net receipt of contributions in aid of construction
36 Net receipts of advances in aid of construction
37 Distributions/Dividends Paid
38 Deferred Financing Costs
39 paid in Capital
40
41 Net Cash Flows Provided by Financing Activities
42 Increase(decrease) in Cash and Cash Equivalents
43 Cash and Cash Equivalents at Beginning of Year
44 Cash and Cash Equivalents at End of Year
45
46
47
48
49
50
51
52
53

SUPPORTING SCHEDULES:
E-3
F-2



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 25,011 ,061
14,949,778

$ 25,011,061
14,949,778

Net Utility plant in Service $ 10,061,283 $ 10,061,283

Less:
Advances in Aid of Construction

Contributions in Aid of Construction 1,261,344 1,261,344

Accumulated Amortization of CIAC (888,415) (888,415)

Customer Meter Deposits
Deferred Income Taxes & Credits 1,188,5t9 1,188,519

Plus:

Prepayments
Materials and Supplies
Allowance for Cash Working Capital 92,277 92,277

Total Rate Base $ 8,592,112 $ 8,592,112

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

10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

SUPPORTING scHEDuLEs:
B-2
B-3
B-5
E-1
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Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa

Adjusted
at end

Line

D O

Actual
at

End of
Test Year

Proforma
Adjustment Test Year

Gross Utility
Plant in Service $ 24,972,591 38,470 $ 25,011,061

Less :
Accumulated
Depreciation 14,958,290 (8,512) 14.949.778

Net Utility Plant
in Service $ 10,014,301 $ 10,061,283

Less:
Advances in Aid of

Construction

Contributions in Aid of
Construction - Gross 1,242,739 18,605 1.261.344

Accumulated Amortization of CIAC (878,028) (10,387) (888,415)

Customer Meter Deposits
Accumulated Deferred Income Tax 1,188,519 1.188.519

Plus:

Prepayments
Materials and Supplies
Allowance for Cash Working Capital 92,277 92.277

Tota I $ 9,649,596_ $ 8,592,112

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

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

RECAP SCHEDULES
B-1
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Pima UtilityCompany . Wastewater Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments

Exhibit
Scfledule B-2
Page 2
V\h\ness:Bourassa

2
Proforma Adiustmems

_3 3 Adjusted
at aid

of
Test Year

Line
.MQ

1
2

Actual
at

End of
Test Year

Plant-in-
Service

Accumulated
Depreciation vIA(;

Working
Capital

Gross Utility
Plant in Service $ 24,972,591 38,470 $ 25,011,061

Less:
Accumulated
Depreciation 14,958,290 (8,512) 14,949,778

Net Utility Plant
in Service s 10,014,301 s 38,470 $ 8,512 $ $ s $ 10,061,283

Less:
Advances in Aid of

Construction

3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19

Contributions in Aid d
Construction (CIAC)

Accumulated Amort of CIAC

1,242,739

(878,028)

18,605

(10887>

1,261 ,344

(888,415)

Customer Meter Deposits
Accumulated Deferred Income Taxes 1,188,519 1,188,519

P lus :
i .

Prepayments
Materials and Supplies
Allowance for Cash Working Capital $ 92,277

Total _s awisw s 3a,470 $ 8,512 $ (s,218) $11,18a,519) $

92,277

92,277_ .. 8,592.11

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

SUPPORTING SCHEDULES1
B-2, pages 3-5
B-5
E-1

1

IT

REGAP SCHEDULES:
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Pima UtilityCompany - Wastewater Division
Test Year Ended December 31 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1

Exhibit
Schedule 82
Page 3
Vwtness: Jones/Bourassa

Plant-in-Service
Line
N a

1
2
3
4

B
Ad iu§tmeM§

Q Q E

Actual
Ordinal

9951

Reverse Retirement
of Disallowed

E!§Lll

Redass
Developer Fu nd

$991652

Transit r
Plant From

Water Dhdsion
s

Plant
Reclassification

$

Reconciliation
to

R8constlUcli01l
s

Adjusted
Original

Cost

$

Conforming
Adjustments

to Prior Decision
s s $

91 ,528
409,323
100,000

1149,752
3,775,149
1 ,938,211

32.507
38,104
(2,880)

91 ,52B
441,830
138,104

1,746,872
3,775,149
1,938,211

860,755 0 660,785

(13,328) 22,507 18,605
(29.613)
(67,732)

7,823
1,041

(0)
673,826

1,895,461
114,145

1,5B7,II11

703,439
1 ,935,409

106,322
1 ,570,291 4,617 10,665 1 ,097

158,258
10,418,168

(3,260)
13,212

1 .057 (18,588)
27,853

137,467
10,459,232

985,468
9.154

16.483
41 ,ego

(2,616)
(939)

(2 .966)

(4,894)
2,616

939
z,9ee

980,573
9,154

16,463
41 ,640

114,604
7,s0z

40,819 1,101 (44,551) (0) 111,972
7.302

A m.
Description

351 Organization Cost
352 Franchise Cost
353 Land and Land Rights
354 Structures & Improvements
355 Power Generation Equipment
360 Collection Sewers - Force

351 .1 Collection Sewers » Gravity
351 .2 Manholes & Cleanouts
352 Special Collecting Structures
353 Servcies to Customers
354 Flow Measuring Devices
355 Flow Measuring Installations
366 Reuse Services
367 Reuse Meters and Meter Installations
370 Receiving Wells

371 .1 Pumping Equipment - Lilt Stations
371 .2 Other Pumping Equipment
371 .3 Pumping Equipment » Recharge Wells
374 Reuse Distribution Resewiors
375 Reuse Transmission and Distribution
380 Treatment & Disposal Equipment
381 Plant Sewers
382 Outfall Sewer Lines
389 Other Plant & Misc Equipment
390 Office Furniture & Equipment

390.1 Computers & Software
391 Transportation Equipment
392 Stores Equipment
393 Tools, Shop & Garage Equipment
394 Laboratory Equipment
395 Power Operated Equipment
395 Communication Equipment
397 Miscellaneous Equipment
398 Other Tangible Plant

180,757
570

(52101) 54,410 1B3066
570

TOTALS s 24,972,591 $ (1e,5e2 35,330 s 18,605 s 1,097 $ 0 s (0 )  s 25,011,061

Plant-in-Service per Books $ 24,972,591

Increase (decrease) in Plant-in-Sewice $ 38,470

5
e
7
8
9
10
11
12
13
14
15
i s
17
18
19
20
21
22
23
24
25
2G
27
28
29
30
31
32
33
34
35
35
37
38
39
40
41
42
43
44
45
i s
41
48
49
50
51

Adjustment to Plant-in-Service s 38,470

SUPPORTING SCHEDULES
Workpapers/B-2 Schedule - Pima Sewer.xlsx
B-2, pages 3.1 nm 3.18

E



Pima U\ilityCompany - Wastewamr Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - A

Schedule B-2
Page 3.1
Witness: Jones/Bourassa

Line
ML

Qonforminq Adiustments to Prior Decision

Adjustment

(13,328)

4,617

(3,260)
13,212

(2,616)
(939)

(2,966)

40,819

Acct.
N g Desnnifltinn
351 Organization Cost
352 Franchise Cost
353 Land and Land Rights
354 Structures & Improvements
355 Power Generation Equipment
360 Collection Sewers - Force

361 .1 Collection Sewers - Gravity
361 2 Manholes & Clea routs
362 Special Collecting Structures
363 Servcies to Customers
364 Flow Measuring Devices
365 Flow Measuring Installations
366 Reuse Services
367 Reuse Meters and Meter installations
370 Receiving Wells

371.1 Pumping Equipment - Lift Stations
371 .2 Other Pumping Equipment
371 .s Pumping Equipment - Recharge Wells
374 Reuse Distribution Reserviors
375 Reuse Transmission and Distribution
380 Treatment & Disposal Equipment
381 plant Sewers
382 Outfall Sewer Lines
389 Other Plant & Misc Equipment
390 Office Furniture & Equipment

390.1 Computers & Software
391 Transportation Equipment
392 Stores Equipment
393 Tools, Shop 8. Garage Equipment
394 Labolatory Equipment
395 Power Operated Equipment
396 Communication Equipment
397 Miscellaneous Equipment
398 Other Tangible Plant

TOTALS

(52,101)

$ (16,562)

1
2
3
4
5
6
1
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
Work Papers



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - B

Schedule B-2
Page 3.2
Witness: Jones/Bourassa

Reverse Retirement of Disallowed Pant

Line

N L
1
2
3
4
5
6
7
B

Ariiusiment

22,507

10,565

1 ,057

Acct
Na . Description
351 Organization Cost
352 Franchise Cost
353 Land and Land Rights
AM Structures a. Improvements
355 Power Generation Equipment
360 Collection Sewers _ Force

361.1 Collection Sewers - Gravity
361.2 Manholes & Cleanouts
see Special Collecting Structures
363 Servcies to Customers
364 Flow Measuring Devices
365 Flow Measuring Installations
366 Reuse Services
367 Reuse Meters and Meter Installations
370 Receiving Wells

371 .1 Pumping Equipment _ Lift Stations
371 .2 Other Pumping Equipment
371 3 Pumping Equipment - Recharge Wells
374 Reuse Distribution Resewiors
375 Reuse Transmission and Distribution
380 Treatment & Disposal Equipment
381 Plant Sewers
382 Outfall Sewer Lines
389 Other Plant & Misc Equipment
390 Ofice Furniture & Equipment

390.1 Computers & Software
391 Transportation Equipment
392 Stores Equipment
393 Tools, Shop & Garage Equipment
394 Laboratory Equipment
395 Power Operated Equipment
396 Communication Equipment
397 Miscellaneous Equipment
398 Other Tangible Plant

TOTALS

1,101

s 35,330

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
pa
49
50

SUPPORTING SCHEDULE
Work Papers



Pima U\ilitycompany - Wastewaur Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjuslmeni Number 1 - C

Schedule B-2
Page 3.3
Witness:Jones/Bourassa

Reclass Developer Funds to CIAC

Adiustmenl

Acct

NSL
351
352
353
354
355
360

361 .1
361 .2
362
363
364
365
366
367
370

371 .1
371 .2
371 .3
374
375
380
381
382
389
390

390.1
391
392
393
394
395
396
397
398

plesnriniinn
Organization Cost
Franchise Cost
Land and Land Rights
Structures & Improvements
Power Generation Equipment
Collection Sewers - Farce
Collection Sewers - Gravity
Manholes s Cleanouts
Special Collecting Structures
Servcies to Customers
Flow Measuring Devices
Flow Measuring Installations
Reuse Services
Reuse Meters and Meter installations
Receiving Wells
Pumping Equipment - Lift Stations
Other Pumping Equipment
Pumping Equipment - Recharge Wells
Reuse Distribution Resewiors
Reuse Transmission and Distribution
Treatment & Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant & Misc Equipment
Office Fumituie & Equipment
Computers & Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant

TOTALS

18,605

s 18,605

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
15
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
Work Papers

_ III



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - D

Schedule B-2
Page 34
Wiinessz Jones/Bourassa

Transfer Plant from Water Division

Acct.

FILL
351
352
353
354
355
350

361 .1
361 .2
362
363
364
365
366
367
370

371 .1
371 .2
371 .3
374
375
3B0
381
382
389
390

390.1
391
392
393
394
395
396
397
398

1 ,097

Desnrintion
Organization Cost
Franchise Cost
Land and Land Rights
Structures & Improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers _ Gravity
Manholes & Cleannuts
Special Collectin Structures
Servcies to Customers
Flow Measuring Devices
Flow Measuring installations
Reuse Services
Reuse Meters and Meter installations
Receiving Wells
Pumping Equipment - Lift Stations
Other Pumping Equipment
Pumping Equipment - Recharge Wells
Reuse Distribution Resewiors
Reuse Transmission and Distribution
Treatment & Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant gt Misc Equipment
Office Furniture & Equipment
Computers 8- Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant

TOTALS
$ . .

1 ,o97

Line
M¢

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
Work Papers

Ill



Pima UtilityCompany . Wastewater Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - E

Schedule B-2
Page 3.5
Witness: Jones/Bourassa

Reclassification Adiustments

Reclass 12/31/10
Plant to Canect

NARUC Acct.

Reclass 2011-2014
Plant Add. To Curr.

NARUC Acct.

Reclass Retire
to Connect

NARUC Act.
Total

Arliustmeni

32,507
39,304
(2,880)

(1,200)
32,507
38,1 o4
(2,880)

(29,613)
(68,932)

7,823
17,420

1 ,200
(29,613)
(57,732)

7.823
1,041(16,379)

(18,588)
27,853

(18,588)
27,853

(4,894)
184
939

2,966

2,432
(4,894)
2,616

939
2,966

(39,810) (2,309) (2,432) (44,551)

52,101 2,309 54,410

Acct.
.NO_. DesnNntinn
351 Organization Cost
352 Franchise Cost
353 Land and Land Rights
354 Structures & Improvements
355 Power Generation Equipment
360 Collection Sewers - Force

361.1 Collection Sewers - Gravity
361 .2 Manholes & Clea routs
362 Special Collection Structures
363 Servcies to Customers
364 Flow Measuring Devices
365 Flow Measuring Installations
366 Reuse Services
367 Reuse Meters and Meter Installations
370 Receiving Wells

371 .1 Pumping Equipment - Lift Stations
311.2 Other Pumping Equipment
371 .3 Pumping Equipment - Recharge Wells
374 Reuse Distribution Reserviors
375 Reuse Transmission and Distribution
380 Treatment & Disposal Equipment
381 Plant Sewers
382 Outfall Sewer Lines
389 Other Plant & Misc Equipment
390 Office Furniture & Equipment

390.1 Computers & Software
391 Transportation Equipment
392 Stores Equipment
393 Tools, Shop & Garage Equipment
394 Laboratory Equipment
395 Power Operated Equipment
396 Communication Equipment
397 Miscellaneous Equipment
398 Other Tangible Plant

TOTALS
3.

o s - 0 s s 0

Line
N ;
1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
Wol*k Papers



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - F

Schedule B-2
Page 3.6
VVtness: Jones/Bourassa

Reconciliation of Plant to Plant Reconstruction

Ordinal

Q 9 9

B-2
Adiustments

Adjusted
Ordinal

9 9 3

Plant
Per

Recon§lruQ1ion Differenrzg

91,528
409,323
108,000

1 ,749,752
3,775,149
1 .938,211

32,507
38,1 of
(2,880)

91,528
441 ,830
138,104

1 ,746,872
3,775,149
1 .938,211

91,528
441,830
138,104

1,746,872
3,775,t49
1,938,211

660,785 660,785 660,785 0

703,439
1,935,409

106,322
1,570,291

(29,613)
(39,947)

7.a23
17,420

673,826
1 ,B95,461

114v145
1 ,587,711

673,826
1 ,895,461

114,145
1 ,sa7,711

(0)

158,258
10,41B,16B

(20,791)
41,065

137,467
10,459,232

137v467
10,459,232

985,468
9,154

16,463
41,640

(4,894) 980,573
9,154

16,463
41,640

980,573
9,154

16,463
41,640

114,604
7,302

(2,532) 111 ,972
7,302

111,972
7,302

(0)

Acct.
NO_ Desclintinn
351 Organization Cost
352 Franchise Cost
353 Land and Land Rights
354 Structures & Improvements
355 Power Generation Equipment
360 Collection Sewers - Force

361 .1 Collection Sewers » Gravity
361 .2 Manholes & Cleanouts
362 Special Collecting Structures
363 Servcies to Customers
364 Flow Measuring Devices
365 Flow Measuring Installations
366 Reuse Services
367 Reuse Meters and Meter Installation:
370 Receiving Wells

371 1 Pumping Equipment - Lift Stations
371 .2 Other Pumping Equipment
371 3 Pumping Equipment - Recharge Wel
374 Reuse Distribution Resewiors
375 Reuse Transmission and Distributior
380 Treatment & Disposal Equipment
381 Plant Sewers
382 Outfall Sewer Lines
389 Other Plant & Misc Equipment
390 Office Furniture & Equipment

390.1 Computers & Software
391 Transportation Equipment
392 Stores Equipment
393 Tools, Shop & Garage Equipment
394 Laboratory Equipment
395 Power Operated Equipment
396 Communication Equipment
397 Miscellaneous Equipment
398 Other Tangible Plant

TOTALS

180,757
570

2,309 183,066
570

183,066
570

s 24,972,591 $ 38,470 s 25,011,061 $ 25,011,061 $ (0)

Line

NO.
1
2
3
4
5
e
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
B-2, pages 3.1 through 3.4
B-2, pages 3.7 through 3.12

RECAP SCHEDULES:
B-2, page 3



Conform to Decislon No. 73573 Adjust Misclassified Plant Dec. No 73573

Line

Description

GtL

No.

NARUC
Account

M

2505
2510
2511

2520
2520

2520.100

2530

2540

2535
2536

2538

2539
2515

2545

2545.100
2545.200
2545.300

2545.400
2545.500
2545.500

2545.700
2560

351
352

353
354
355
350

361 1

361 .2
352

363
354

365
366
367
370

371 1

371 .2
371 .3

374
375
3B0

3B 1
382
389
390

390.1
391
392

393
394
395

396
397
39B

Organization Cost

Franchise Cost
Land and Land Rights
Structures & Improvements
Power Generation Equipment

Collection Sewers -Force
CollectionSewers - Gravity

Manholes & Cleanouts
Special Collecting Structures

Seniles to Customers
Flow Measuring Devlces

Flow Measuring Installations
Reuse Services
Reuse Meters andMeter Installations

Receiving Wells
Pumping Equipment - Lift Stations

Gther Pumping Equipment
Pumping Equipment - Recharge Well

Reuse Distribution Reservaors
Reuse Transmission and Distribution
Treatment & DeposalEquipment

Plant Sewers

OutfallSewerLines
Other Plant & Misc Equipment

Office Furniture & Equipment
Computers e Software
TransportationEquipment

Stores Equipment
Tools Shop & GarageEquipment

Laboratory Equipment
Power Operated Equipment

Communication Equipment
Miscellaneous Equipment

Other Tangible Plant

Sub Total

Post-In Service AFUDC

TOTALS

1
2
3

4
5
6
7

a
9
10

11
12
13
14

15
16
17

18
19
20

21
22

23
24
25
25
27

28
29

30
31
32
33

34
35
36

37
CB
3g
40

Prior
Deprc.

Rate

0.00%
0.00%
0. 00%

3.33 £1
5.00%
2.00%

2.00%
2.00%
2.00%
2.00%

10. 00%
1 o. 00%
2.00%

8.33%
3.57%
10. 00%
10. 00%

10. 00%

2.50%
2.00%
5.00%
5.00%

3.33%
6.67%
6.67%

20.00%
20.00%
4.00%
10.00%

10.00%
5.00%
10.00%

10.00%

4.52%

Allowed
Depress

Rate

Adj. No. 1
Comfort to

Decision

Per Books
Plant at

12 is U2010

Per Decision
Plant at

12!'31f2010

Plant at

12f3U201D

Unreconeiied

Difference

Adj. No. 2
Reclass Plant

at 12/31 010

Corrected
Plant at

12f31a'2IJ10

Adj. No.1 Corrected
Reclass Plant Acer. Depress.

at12)8U201D at 1281 010

Aceum
Depress. At

12/31/2010

Net Plan(

12/31/2010

0.00 A

0.00%
0.00 K:
3.33 .6
5.00%

2.00%
2.00%

2.00%
2.00 £1
2.00%
10.00%

10.00%
2.00%
8.33%

3.33%
12.50%
12.50%

12.50%
2.50%
2.50%

5.00%
5.00%

3.33%
6.67%
6.67%

20.00%
20.00%
4.00%
5.00 4.

10.00%
5.00%
10.00%

10.00%

4.52%

91 ,528

250433
91,528

250,433
91 ,528

250,433

97523
3,854,512

1.791.722

97,523

3,854512
1,791 ,722

97,523
3854,512

1,791,722

632,249632,249 632,249

9.01

226,251
1 544,146

193,441

1,420,918

226 251
1,530818

103441
1,425,535

225251
1,530818

103 44 t

1 425,535

(13,328)

4,617

134184
g 897,283

13.2609

13,212

137,444

9 B84,071
134184

9,897 283

0.12

(0.73)

972,509

6,529
10 994
21,B30

972 509

ss29
10 aa4
21,830

972,509
9,145

11 ,823
24,796

(2616)
(939)

(2,966)

49,919154,777
1 993

154,777
1 ,993

113,958
1,993

118828170,929 (52,101)118,828

91,528
250,433

97,523

3,854,512
1791,722

632,249

226,251
1530 B18

103 441

1,409 156(16,379)

134,184

9,897,283

184
Q39

2,966

972,509
6,713

11,823
24,796

(39,810) 114,967
1,993

52,101 170,929

84,144 84,144

15 117
1,206,261

529 549

15,117

1,206261

529,549

146,469146,469

126073
1223056

36,72a

1130007

126,073
1,223,056

36728
1,121 ,BBL(8 125)

35,217
5,730,370

35,217

5,736,370

585,769
B95

8 564
21 B30

526

558
2521

(52,595)

585,769

1,422

9,222
24,351

57,116

132416

1,694
(1,016)
69450

79,721

1.694
(1016)

126,566

91,528
166,288

a2.406
2,648,251

1262,173

485,780

100,t7B
307,762
66.713

287,275

98967
4,156,914

386,740

5291
2,801

445

35,245

299
1,016

44,363

21339 393 21,322,83116 562} (0.50121 ,322,a32 D 21,322,831 1108259511,082 595 10240236

715,722 421,146 295,576

21339 393 21,322,831(16,562) [0.60}22 039,554 0 21,322,831 110B259511.503 741 10,535813

Pima Utility Company - Sewer Division

Plant Additions and Retirements

Schedule B-2

Page 3.7

41

42
43

44

Depreciable Plant Balance

Depreciation



2011

Line

DescriptionM

GrL
ble NARUC

Account

M

2505
2510
2511
2520

2520
2520.100

1
2
3

4
5

6
7

s

2530

2540
2535

2536
2538

2539

2515

2545
2545.1 D0

2545.200
2545.300

2545.400
2545.500
2545.500
2545.700

2560

351
352
353

354
355
360

361 . 1

361.2
362
353

354
365
356
as?

370
371 . 1
371 .2

371 .a
374
375

380
3B1

3B2
3 B9
390

390. 1
3g1

392
3B3

394
395
396

397
398

Organization Cost
Franchise Cost
Land and Land Rights

Structures 8. Improvements
Power Generation Equipment
Collec tion Sewers Force

Collection Sewers - Gravity
Manholes s. Cleanouts
Special Collecting Structures
Senfces to Customers

Flow Measuring Deuces
Flow Measuring Instantiations
Reuse Services

Reuse Meters and Meter Installations
Receiving Wells
Pumping Equipment - Lif t Stations

Other Pumping Equipment
Pumping Equipment - Recharge Well:
Reuse Distr ibution Reserviors
Reuse Transmission and Distr ibution

Treatment & Disposal Equipment
Plant Sewers

Outl8ll Sewer Lines
Other Plant & Misc Equipment
Of lice Furniture & Equipment

Computers & Software
Transportation Equipment
Stores Equipment

Tools Shop 8.  Garage Equipment
Laboratory Equipment
Power Operated Equipment

Communication Equipment
Miscellaneous Equipment
Other Tangible Plant

Sub Total

9
10
11

12
13
14
15

16
17
18

19
20

21
2 2
23
24

25
26
2?

28
29

30
31
32

33
34
35
36

37

Post-In Service AFUDC38

39
40 TOTALS

Prior

Deprc.

Rate

0.00%
0.00%

0. 00%
3.33%
5.00%

2.00%
2.00%

2.00%
2.00%

2. 00%
10.00%

10.00%
2.00%
B.33%

3.57%
10. 00%

10.00%
10.00%

2.50 A
2.00%
5.00%

5.00%
3.33 16
6.67%

6.67 AS
20.00%
20.00%

4.00%
10. 00%
10.00%

5.00%
10.00%

10.00%

4.52%

Allowed
Depress.

Rate

0.00%
0.00%
0.00 4.

3.33%
5.00%
2.00%
2.00%

2.00 A
2.00%
2.00 A.

10.00%

10.00 /11
2.00%
8.33 A

3.33%
12.50%
12.50%

12.50%
2.50%
2.50%

5.00%
5.00%

3.33%
6.67%
6.57 A

20.00%
20.00%
4.00%

5.00 ,e
10.00%
5.00%

10.00%

10.00%

4.52%

Plant
Additions Plant

IP r Booksl Adjustments

Plant
Rentire mepts

{Pa Booksl

Salvage

A/ 0 OnN

Adjusted
Plant

Addi s  " E
Deprecation

lCakulatedl

Plant

Bal nee

Net

Plant

Adjusted
Reti rement Plant

Ad i us tm n t ; Retirements
Acc um

Dear  c .

37,995 37,995
91,528

288 4288.872 93,116.43
91,528

195,311

4 0834,888

1,858

77,090
35,875

97,523
3,854,512

1, 795805

17887
1,283 352

565,425

80456

2 571,161
1,230,381

8,456 8,458 12680 635,705 159,148 476,556

7.218
74607

7.218
74607

54,822 54,822

8,208
158,812

18844
143 632

288,488
1,605,425

103441
1,463 478

99,190
225,557

58,888

197965

134 279
1,379.868

4 7 0 7 3

1,265,513

293,574 293,574
2 8 8 4

502,204
134184

10,190,858
3 7 9 0 1

6,232,573
96,283

8,888,284

321874
4,844

236

64 888

44B

2,885
448

650,635

1 ,888
11,587
24 796

972509

8.718
11,823
24,788

8,822 8,818{2,309) 11,882
188

118 278

1 993

2 8 8 8 2,888 17208 173,238

91,383

1 8 8 8
(1 ,016)

143,774

28,888

100
1 818

28,484

4B0 875 4B0,876 1 057642 §€s3 47021  803707 . 12.1411237

32.396 716,722 263180453,542

4B0 876 22.530.429480,876 " 1D9[ } 038 9 9 2 6  6 5 T12, 583779

Pima Utility Company - Sewer Division

Plant Additions and Retirements
Schedule B-2

Page 3.8

41

42
43
44

Depreciable Plant Balance

Depreciation
21,712,179

1, 057642
4.8712%

l



2D12
NARUC
AccountLne

No. _.4 D scripts n

GfL

M

2505
2510
2511

2520
2520

252D100

2530

2540
2535

2536
2538

2539
2515

2545
2545.100

2545.200
2545.300

2545.400

2545.500
2545.500
2545.700

2560

351
352
353

354
355
360

361 . 1

351 .2
352
353

354
355
366
357

370
371 .1
371 .2

371 .3
374
375

SBD
381
382

389
390

390. 1
SB1

392
393

394
395
395
397
398

Organization Cost
Franchise Cost

Land and Lafld Rights
Structures & Improvements
Power GenerationEquipment

Collection Sewers -Force
Collection Sewers - Gravity
Manholes &Cleanouts
Special Collecting Structures

Selvcies to Customers
Flow Measuring Devices
Flow Measuring Installations
Reuse Services

Reuse Meters and Meter Installations
Receiving Wells
Pumping Equipment - Lin Stations

Other Pumping Equipment
Pumping Equipment - Recharge Well

Reuse Dlstribution Resewlors
Reuse Transmission and Distribution
Treatment & Disposal Equipment
Plant Sewers

Outfall Sewer Lines
Other Plant & Misc Equipment
Office Furniture & Equipment

Computers & Software
Transportation Equipment
Stores Equipment

Tools Shop s Garage Equipment
Laboratory Equipment
Power Operated Equipment

Communication Equipment
Miscellaneous Equipment
Other Tangible Plant

Sub Total

Post-In Service AFUDC

1
2
3

4
5
6
7

a
9
10
11

12
13
14

15
16
17

18
19
20

21
22

23
24

25
26
27

28
29
30

31
32
33
34

35
36

37
38

3g
40 TOTALS

Prior
Dept.
Rat

0.00 A
0.00%
0.00%
3.33%
5.00%
2.00%
2.00%
2.00%
2.00 A:
2.00%
10.00%
10. 00%
2.00%
8.33%
3.57%

10.00%
10.00%
10. 00%
2.50%
2.00%
s. 004
5.00%
3.33%
6.67%
6.67%
20.00%
20.00%
4.00%

10.00%
10. 00%
5.00%
10.00%
10.00%

4.52%

Allowed
Depress.

R Te

0.00 A:
0.00%
0.00%
3.33 A.
5.00%
2.00%
2.00 h
2.00 .6
2.00%
2.00%
10.00 .6
10.00 .s
2.00%
8.33 A:
3.33%
12.50%
12.50%
12.50%
2.50 A
2.50%
500 A
5.00%
3.33 A
6.67%
6.67 »6
20.00%
20.00%
4.00%
5.00%

10.00 A
5.00%
10.00%
10.00%

4.52%

Plant
Additions Plant

[Per Booksl Adjustments

Adjusted
P*3 nt

Additions

Adjusted
Retirement Plant

Adiustm pts Retirements

Plant
Retirernents
[Pa Booksl

Depreciation
Hlalculatedl

Plant
Balance

Net
Plant

Salvage
AID Orig

Acc um.
D D et.

4,879 34506
38,086

29,627
38,086

10179
952

1.950
77,090
35916

91 52a
218,638
37,133
78 505

2 494,970
1 194 465

91 528
322,934
38 086
97,523

3,B54,512
1,795,805

103 296
Q52

19,018
1.360.442

501341

12,714 635,705 171,B62 463,842

11,163
42373

11,153
63,457 (21 ,085}

(2715)
(57713)

2 715

2.715
78,432
2a91

117,755 65 476

10.720
5.596

117,755 65,476

9,044
165,583
11,067

155,168

222,306
1,573 772

109,035
1,515,757

131,160
1,503,079

58.139
1 355,206

91.146
70.694
50,898

160,551

(1057)
295 60?295.607

1 ,057
255,374

2796
510 549255,374

134.184
10,231 091

40,696
6,4B7,74B

93,489
3743,343

257,008
4,396

64,866
448
236

2.583 2,563

715,501
2.317

11,823
22213

972,509
6.713

11,823
22,213

34 442 34 442 17,6329,264
190

53,837
1.993

3,302 3.392 4,596 4.599 17259

66,205
1.993

(1 .0161
156 436171,943

1,016
15507

0 438 150505572 505,572 {22 142] 416,009 1-2.80841D g 0a'4 ae1T0a4,1a2 21393271

716 72232.396 4B5938 230784

505 572 D 438 150 415 009505572 1.116.575[22 142} sa15e4§`22,6n9QQ3 13,294347

Pima Utility Company - Sewer Division
Plant Additions and Retirements

Schedule B-2
Page 3.9

41
42
43
44

Depreciable Plant Balance
Dapre cation

21 _am,743
1,084182

4.9729%



2013

G/L

Description

NARUC
AccountLne

M

2505

25th
2511

2520
2520

2520.100

2530

2540
2535
2536
2538

2539
2515

2545
2545.100

2545.200
2545.300

2545.400
2545.500
2545.600
2545 700

2560

351
352
353

354
355
360

351 . 1

381 .2
362
353
354

365
366
as?

370
371 . 1
371 .2

371 3
374
375
3B0

3B1
38:2
389
390

390. 1
391

392
393
394
395
396

397
39B

Organization Cost
Franchise Cost

Land and Land Rights
Structures & Improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity

Manholes 8= Cleanouts
SpecialCollecting Structures
Series to Customers
Flow Measuring Devices

Fl-ow Measuring Installations
Reuse Services

Reuse Meters and Meter Installations
Receiving Wells
Pumping Equipment - Lift Stations

Other Pumping Equipment
Pumping Equipment -Recharge Well.
Reuse Distribution Resewiors
Reuse Transmission and Distribution
Treatment & Disposal Equipment

Plant Sewers
Outfall Sewer Lines
Other Plant 8. Misc Equipment

Office Furniture & Equipment
Computers s Software
Transportation Equipment

Stores Equipment
Tools, Shop & Garage Equipment

Laboratory Equipment
Power Operated Equipment

Communication Equipment
Miscellaneous Equipment

Other Tangible Plant

Sub Total

Post-In Service AFUDC

1
2

3
4
5

6
7
8
Q
10

11
12
13

14
15
16

17
18

19
20

21
22

23
24
25
25

27
28
29

30
31
32

33
34
35
35

37
38
39
40 TOTALS

Prior
Deere.

Rate

0.00%
0.00%

0.00%
3.33 A
500%

2.00 .41
2.00%

2.00%
2.00%

2.00 /6
10.00%
10.00%

2.00%
B.33%
3.57%
10.00%

10.00%
10.00%

2.50%
2.00%
5.00%

5.00%
3.33%
6.67%
5.67%

20.00 1:
20.00%
4.00%

10. 00%
10. 00%
5.00%
10.00 A

10.00%

4.52%

Allowed
Depree.

Rate

0.00%

0.00%
0.00%

3.33 »6
500%

2.00%
2.00%

2.00 .6
2.00%
2.00%
10.00%
10.00%

2.00%
8.33%

3.33%
12.50%
12.50%

12.50%
2.50%
2.50%
5.00%

5.00 .0
3.33 4.
6.67%

6.67%
20.00%
20.00%

4.00%
5.00%
10.00%

5.00 .6
10.00%
10.00%

4.52%

Plant
Additons Plant

{Per Books] Adiustm pts

Adjusted
Plant

Add iii ms

Salvage

A/D Only

Adjusted
Retirement Plant

Adjustments Retirements

Plant
Retirernents

(PerBooksl

Plant

Balance

Net

Plant

Acc um

DEDIWZC.

Deprecitian

(Cal elated]

1,620 1 ,620

132214 132214

114.076
2.856

20.968
1437,532

638 579

10,751
1.904
1.950

77,090

37,238

91 52B

210 477
35 229

76555
21415:980

1.289 440

91,528

324 554
38086
97523

3,854,512

1928.019

184 57612.714 635,705 451,128

BE 743
24,02324,023 20,854 20,854

57.08763,000 1,097 54.187 57,087

7403
94717
13.630

189,913

222.300
1,576 942

100038
1 ,522,B57

37269
34,825

13B.563
1576942

71,759

1.489.032

329 022 194 532329.022
3.355

514,917194,532
134184

10365,581
44.051

6,808,133
90,133

3557,449

192141
5 3072.432 (2432)2 440

2 232
19428

2440
2,232

19.428

64 B66
529

2.232
6.385

972.509
9,154

14055
41.540

780,368

2.846
14.055

28.598 13042

25 98625.996 1.101 1.331 4.7812.432 38,838107,391

1.993

49744.974 17,443

68554
1.993

(1 ,016)
173,879176.917

1,016

3.03a

1,097 1 101605,030 274904 a 529 140606,127 2761005 1 001 B49 522241404 13 595,354

716,72232,395 198389518,333

1 097 605127 275 D05605,030 274904{1.101) 1,094,244 22941,216 14413657 8,827,528

Pima Utility Company - Sewer Division

Plant Additions and Retirements

Schedule B-2

Page 3.10

41

42
43
44

Depreclable Plant Balance

Depreciation
22,132,965
1,051 ,849

47976%



2014

NARUC
AccountGtL

N N Description

Llne

BILL

2505

2510
2511

2520
2520

2520.100

2530

2540
2535
2536

2538

2538
2515

2545

2545. 100
2545.200
2545.300

2545.400
2545.500
2545.500

2545.700
2560

351
352

353
354
355

380
361 1

361 .2
352
363

354
385
366
367
370

371 1

371 .2
371 .3

374
375
380

381
382
389

390
390.1
391
392

393
394
395

395
397

398

Organization Cost
Franchise Cost
Land and Land Rights
Structures & Improvements
Power Generator Equpment

Collection Sewers - Force
Collection Sewers - Gravity

Manholes 8¢ Cleanouts
Specal Collecting Structures
Servcies to Customers

Flow Measuring Devices
Flow Measuring Installations
Reuse Services
Reuse Meters and Meter Installations

Receiving Wells
Pumping Equipment - Lift Stations

Other Pumping Equipment
Pumping Equipment - Recharge Well

Reuse Distribution Reserviors
Reuse Transmission and Distribution

Treatment a. Disposal Equipment
Plant Sewers

ourrall Sewer Lines
Other Plant & Misc Equipment

Office Furniture & Equipment
Computers 8. Sofhuare
Transportation Equipment

Stores Equipment
Tools Shop s Garage Equipment

Laboratory Equipment
Power Operated Equipment
Communication Equipment

Miscellaneous Equipment
Other Tangible Plan!

Sub Total

Post-in Service AFUDC

1
2
3

4
5
6
7

8
9
10

11
12
13
14

15
16

17
l a

19
23

21
22

23
24

25
26
27
CB

29

30
31
32
33

34
35
36

37
CB
39
40 TOTALS

Prior
Deprc.

Rate

0.00%
0.00%
0.00%

3.33%
5.00%
2.00%

2.00%

2.00%
2.00%

2.00%
10. 00 %
10.00 .s
2.00%

8.33%
35?%
10. 00%

10. 00%
10. 00%

2.50%
2.00%
5.00 A

5.00%
3.33 A
6.87%
6.67%

20.00%
20.00%
4 00%

10.00%
10.00%
5.00%

10.00%
10.00%

4.52%

Allowed
Depress

Rat

0.00%
0.00%
0.00 .41

3.33%
5.00%
2.00%

2.00%
2.00%
2.00%

2.00%
10.00%
10.00%
2.00%

8.33%
3.33%
12.50%

12.50%
12.50%

2.50%
2.50%
5.00%

5.00%
3.33%
6.67%
6.57%

20.00%
20.00%
4.00%

5.00%
10.00%
5.00%
10.00 .6

10.00%

4.52%

Plant

Balance

Net

Plant

Acc um.

Der rec.

Depreciation

lCalculatedl

Adjusted
Plant

Additions

Plant Adjusted
Retlrernents Retirement Plant

[PerBooks] Adiustm pts Retirements

Plant
Additions Plant

aPer Booksi Adiustm pts

Salvage

A D o

29.64029,640

91,528
354,193
3B.086

97.523
3,854,512

1,928,019

91,528
228,816
33,325
74,504

2,339,890

1,250,880

125,377
4.761

22919
1,514,622

677.t39

11,301
1.904

1.950

77.090
36.560

644,405 197,377 447,02812,801a.7016.701

7.403 76.340

97 77797777[18 605)
2B,42713949

129 192

222,306
1,479 164

114.145
1,549 584103 844

145,966
1.479 164

85718

1,549,58467,639(10,665)78,304
5.100

94,366

18 605

5.10a
{9,478}

3.396
520 051

91270
3184,594

46.196
7,251,879

137.467
10,436 474

1 250
76,3054.371

4,533

142,827

1 .250

76,305

4.533

147,197

2 9332,933 130,111
5.697

1.4601 .460

£145,332
3.457

15.5t5
36 926

975 442

9.154
15.515
41640

64.964

611
1.460
6.326 4.714

5 467

404
3.901
4,096

111,292

6.069
3.901

4,096

37.272
3.692
1.016

3 03a 176.917

74,021

2 397
(1 ,016}

176,917

10 655 14,254 2522228345718 605 901870 B,0292D5242,972301,935283329 253,636

715,722 550,729 165,99332,396

14804 Q81242 Q72301 935 23,000179 8,195,198934266253,63618,605283329 (10 6651

Pima Utility Company - Sewer Division

Plant Addrtions andRetirements

Schedule B-2

Page 3.11

41
42

43

44

Depreciable Plant Balance

Depreciation

22,191,929

901,870
4.0640%



Net

Pla t

Acc um.

DCDTCC.

Deprecitlon

(Ca lculated i

Plant

Bal no:

Adjusted
Plant

Additions

Salvage

AfD Only

Plant
Additions Plant

[P rBooksi Adiustme ts

2015

Plant Adjusted
Retirements Retirement Plant

{Pa Books] Adjustments Retireme ts

1 .200 1,200
B7,637

101,219

1,649,349

2,880
1,219
(2,880)

BE 757
100,000

1,652 229
79,363

79,363 13863t
7,965

41,363
1 511 556

715,802

91 ,528

441830
138104

1 746,872

3775,149
1 Q3B,211

13,254
4,405

13.444

75,297

3B562

91528
303,199
130,139

1,705509
2,263,593

1,22241010192 10192

210,429660785 450,35613,05216,38016,380

98724
451,520
515.021 101,346 (2,622)

478418
516,240

(25 BQB}
(1 219}

512,939
304 107

14159

23 948

14921
210814

14,268
52075

160 8B6

1,591 ,354
99,986

1587711

873826
1895 461

114,145

1,5B7,71152,07526.898 23,Q4B35,177

188 605

87834
2860 807

49,633

759B426

137 467

10,459,232
3437

522,393175847
(18,588)

23 482 175,847
1B,5BB

175,123

5.13110,025 (4,894) 70,008

5.086

7307301.678 1,678

980573
9,154

16463

41640 910,565
4,067

15.463
41 .640

65233
611

1 ,67a
4,714

1,4471,447 5,582

570

111972
7.302

2 127

1,213
2.127
1,213

33 a17

4236
1016

1 .2321,232 183066
570 541

78155
3 066

(1016)
183,066

CB
7,381

28
7,a81

570
7 3B1

570

Descrintnon

NAR UC
Account

! l%

Line

M

G;L

M

2505
2510
2511
2520

2520
2520.108

2530

2540
2535

2536
2538

2539
2515

2545
2545.100

2545.200
2545.300

2545400
2545.500
2545.500
2545.700

2560

351
352
353

354
355
360

361 . 1
361 .2
362
363

364
365
366

367
370

371 .1
371 .2

371 .3
374

375
380
3B 1

382
389
390

390.1

391
392

393
394
335
396

397
398

Organization Cost
Franchise Cost
Land and Land Rights

Structures & Improvements
Power Generation Equipment
Collection Sewers - Force

Collection Sewers - Gravity
Manholes 8 Cieancuts
Special Collecting Structures

Series to Customers
Flow Measuring Devices
Flow Measuring Installations

Reuse Service
Reuse Meters and Meter Installations

Receiving Wells
Pumping Equipment - Lin Stations

Other Pumping Equipment
Pumping Equipment - RechargeWell

Reuse Distribution Reservlors
Reuse Transmission and Distribution

Treatment a.Disposal Equipment

Plant Sewers
Outlall Sewer Lines
Other Plant & Misc Equipment
Office Furniture & Equipment

Computers & Software
Transportation Equipment

StoresEquipment
Tools Shop & GarageEquipment
Laboratory Equipment
Power Operated Equipment

Communication Equipment
Miscellaneous Equipment

Other Tangible Plant

Sub Total

Post-In Service AFUDC

TOTALS

1
2

3
4
5

6
7

8
Q

10
11

12
13

14
15
15

17
18

19
20
21

22
23
24

25
26
27

28
29
so
31

32
33

M
35

36
37
CB

39
40

Prior
D pro.

Rate

0.00%
0.00%

0.00 A
3.33%
5.00%

2.00 16
2.00%

2.00%
2.00%

2.00%
10.00%

10.00 »G
2.00%
B33 A
3.57%

10.00 .6
10.00%

10.00 4
2.50%
2.00%

5.00%
5.00%
3.33%
6.67%

6.67%
20.00%
20.00%

4.00 /6
10.00%

10.00%
5.00 16
10.00%
10.00 A

4.52%

Allowed
Depress.

R t

0.00%
0.00%
0.00%

3.33%
5.00 £1
2.00%

2.00%
2.00%
2.00%
2.00%

t0.00%
10.00 4,
2.00%

8.336
3.33%
12.50%

12.50%
12.50%

2.50%
2.50%
5.00%

5.00%
3.33%
6.67 A.

6.67%
20.00%
20.00 AS

4.00%
5.00 4.
10.00%
5.00%

10.00%
10.00%

4.52% 133597583,125716,72232395

[1 422) 15532 903 10.1948803B3 913 1,110413 25,727,783382,4913110096 3 110,095T n

Pima Utility Company - Sewer Division

Plant Additions and Retirements

Schedule B-2

Page 3.12

41
42

43
44

DepreciablePlant Balance
Depreciatmn

24,919,533

1078017
4.3260%



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2

Exhibit
Schedule B-2
Page 4
Witness: Jones/Bourassa

Accumulated Depreciation

Adiustmenls
5 Q

Per Books
Acc um.

n m .

Reclass AID
for declassed

Eleni

Reverse Retire
of Dissallowed

Etan:

Reconciliation
to

Rggonstrudion

Adjusted
Acc um.

ma n ;

135,103
2,500

41,392
1,511,555

715,801

(1,200)
3,528
8,665

(29)
1
0

138,631
7,955

41,363
1,511,556

715,802

210,430 (0) 210,429

1 ,200 22,507
(264)

(35,518)
(5,962)

32,697

160,886
1,591,354

99,986
1,587,711

1611151
1 ,603,166

105,948
1 ,552,474 (8,125) 10,665

49,064
7,597,303

1 ,057 (489)
1,122

49,633
7,598,426

911,688
1.079

16,463
41 v640

2.958
658

2,521

(1,123)
31

(658)
(2,521)

910,565
4,057

16,453
41,640

(55,128) 1,101 19,506

(0)
(0)

(11 ,2o6)

112,675
3,067

(1,016)
137,156

pa
57v116

78,155
3,066

(1,016)
183,066

28

Acct.
N g Description
351 Organization Cost
352 Franchise Cost
353 Land and Land Rights
354 Stnuctures & Improvements
355 Power Generation Equipment
360 Collection Sewers - Force

set .1 Collection Sewers _ Gravity
361 .2 Manholes & Clea routs
362 Special Collecting Structures
363 Servcies to Customers
364 Flow Measuring Devices
365 Flow Measuring Installations
366 Reuse Sewioes
367 Reuse Meters and Meter installations
370 Receiving Wells

371 .1 Pumping Equipment - Lm Stations
371 .2 Other Pumping Equipment
371.3 Pumping Equipment - Recharge Well
374 Reuse Distribution Resewiors
375 Reuse Transmission and Distribution
380 Treatment & Disposal Equipment
381 Plant Sewers
382 Outfall Sewer Lines
389 Other Plant & Misc Equipment
390 Office Furniture & Equipment

390.1 Computers & Software
391 Transportation Equipment
392 Stores Equipment
393 Tools, Shop & Garage Equipment
394 Laboratory Equipment
395 Power Operated Equipment
396 Communication Equipment
397 Miscellaneous Equipment
398 Other Tangible Plant

Unspecified
TOTALS $

49,624
14,958,290 s 0 s 35,330 $

(49,624) .
(43,s42) s 14,949,778

Accumulated Depreciation per Books $ 14,958,290

Increase (decrease) in Accumulated Depreciation s (8,512)

Line

M
1
2
3
4
5
6
7
8
g

1 0
11
12
1 3
1 4
1 5
LG
17
LB
19
2 0
2 1
22
2 3
2 4
25
2 6
27
28
29
30
3 1
32
33
34
35
36
37
38
39
40
4 1
42
43
44
4 5
4 6
4 7
4 8
4 9
50
5 1

Adjustment lo Accumulated Depreciation s (8,512).

SUPPORTING SCHEDULES
Workpapers/B-2 Schedule - Pima Sewer.xlsx
B-2, pages 3.1 lo 3.18



Pima UtilityCompany . Wasiewawr Division
Test Year Ended December 31, 2015

Original Cost Rate Base Profomia Adjustments
Adjustment Number 2 _ A

Schedule B-2
Page 4.1
Witness: JonesIBourassa

Line

1
2
3
4

Rgdass AID for Rec_Les§gd Plant

Reclass A/D
for redassed

s la m

Reclass Retire
to Cuneal

NARUQ Acct Adiusiment

(1 ,200) (1 v200)

1 ,200 1 ,200

(8,125) (8,125)

526
658

2,521

2,432 2,958
ass

2,521

(52,695) (2,432) (55,128)

57,116 57,116

-' s

Acct.
N_Q. DescNrNirin
351 Organization Cost
352 Franchise Cost
353 Land and Land Rights
354 Structures & Improvements
355 Power Generation Equipment
360 Collection Sewers - Force

361.1 Collection Sewers . Gravity
361.2 Manholes a Cleanouts
362 Special Collecting Structures
363 Servcies to Customers
364 Flaw Measuring Devices
365 Flow Measuring Installations
366 Reuse Services
367 Reuse Meters and Meter Installations
370 Receiving Wells

371 .1 Pumping Equipment - Lift Stations
371.2 Other Pumping Equipment
371.3 Pumping Equipment . Recharge Wells
374 Reuse Distribution Reserviors
375 Reuse Transmission and Distribution
380 Treatment s. Disposal Equipment
381 Plant Sewers
382 Outfall Sewer Lines
389 Other Plant & Misc Equipment
390 Office Furniture & Equipment

390.1 Computers & Software
391 Transportation Equipment
392 Stores Equipment
393 Tools, Shop & Garage Equipment
394 Laboratory Equipment
395 Power Operated Equipment
396 Communication Equipment
397 Miscellaneous Equipment
398 Other Tangible Plant

Unspecified
TOTALS $ s 0

5
6
7
B
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
i s
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
45
47
48
49
50

SUPPORTING SCHEDULE
Work Papers



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - B

Schedule B-2
Page 4.2
Witness: Jones/Bourassa

Reverse Retirement of Disallowed Plant

Adiusimnnt

22,507

10v565

1 ,cs

Acct.

NR.
351
352
353
354
355
360

361 .1
361 .2
362
363
364
365
366
367
370

371 .1
371 .z
371 .3
374
375
380
381
382
389
390

390. 1
391
392
393
394
395
396
397
398

Descrintirin
Organization Cost
Franchise Cos!
Land and Land Rights
Structures & Improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity
Manholes & Cleanouts
Special Collecting Structures
Series to Customers
Flow Measuring Devices
Flow Measuring Installations
Reuse Services
Reuse Meters and Meter Installations
Receiving Wells
Pumping Equipment . UR Stations
Other Pumping Equipment
Pumping Equipment » Recharge Wells
Reuse Distribution Reserviors
Reuse Transmission and Distribution
Treatment & Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant & Misc Equipment
Office Furniture & Equipment
Computers s. Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant
Unspecified

TOTALS

1,1o1

s 35,330

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
4s
49
50

SUPPORTING SCHEDULE
Work Papers



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Original Cost Rate Base Prvaiorma Adjustments
Adjustment Number 2 _ c

Exhibit
Schedule B-2
Page 4.3
Wilness: JoneslBourassa

Reconciliation of ND to A/D Reconstruction

Orginal

$2951

B-2
Ariiustmenis

Adjusted
Ordinal

9951

Am
Per

Rggonsimrziion Difference

135,103
2,500

41,392
1,511,555

715,801

(1 ,200)
135,103

1 ,300
41,392

1 ,511,555
715,801

138,631
7,965

41,363
1,511 ,55e

7151802

3.528
6,665

(29)
1
0

210,430 210,430 210,429 (U)

23,707
161,151

1 ,603,166
105,948

1,552,474 2,540

161 ,151
1 ,626,872

105,948
1 ,555,014

160,886
1 ,591,354

99,9se
1 .5a7/711

(264)
(35,518)
(5,962)
32,697

49,064
7,597,303

1 ,057 50,122
7,597,303

49,633
7,598,426

(489)
1,122

911 ,688
1,079

16,463
41,640

2,958
ass

2,521

911,688
4,os7

17,120
44,161

910,565
4,067

16,463
41,840

(1,123)
31

(658)
(2,521)

(54,027)

Acct.
N_Q. Desnrintinn
351 Organization Cost
352 Franchise Cost
353 Land and Land Rights
354 Structures & Improvements
355 Power Generation Equipment
350 Collection Sewers _ Force

361.1 Collection Sewers - Gravity
361 .2 Manholes & Cleanouts
362 Special Collecting Structures
363 Servcies to Customers
364 Flow Measuring Devices
365 Flow Measuring Installations
366 Reuse Services
367 Reuse Meters and Meter Installations
370 Receiving Wells

37111 Pumping Equipment - Lift Stations
371.2 Other Pumping Equipment
371 .3 Pumping Equipment - Recharge Well
374 Reuse Distribution Resewiors
375 Reuse Transmission and Distribution
380 Treatment s. Disposal Equipment
381 Plant Sewers
382 Outfall Sewer Lines
389 Other Plant & Misc Equipment
390 Office Furniture & Equipment

3901 Computers & Software
391 Transportation Equipment
392 Stores Equipment
393 Tools, Shop & Garage Equipment
394 Laboratory Equipment
395 Power Operated Equipment
396 Communication Equipment
397 Miscellaneous Equipment
398 Other Tangible Plant

Unspecified

112,875
3,067
(1,016)

137,156
28

57,116

58,649
3,067
(1,016)

194,272
28

78,155
a,0es

(1,016)
183,066

28

19,506

(0)
(0)

(11 ,206)

49,624 49,624 (49,624)

TOTALS s TI§35,290 s - 3§,s30 s 1438650 $ 14,949,778 ' s (43,845

Line
L E
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

SUPPORTING SCHEDULE
B-2, pages 4.1 to 42
B-2, pages 3.6 through 3.11

RECAP SCHEDULES:
B-2, page 4

III lm



Pima UtilityCompany - Wasteunraller Division
Test Year Ended December 31, 2015

Original Cost Rate Base Proforma Adjustmenls

Adjustment 3

Exhibit

Schedule B-2

Pag e  5

W rtnessz  Bourassa

Contributions-in-Aid of Construction (ClAy\ and Accumulated Amortization

Accumulated

Amnrtizadon

Calculated Balance al 12/31/2015 s 1,2s1 ,344 s 888,415

Book Balance at 12/31/2015 s 1,242,739 s 878,028

Increase I  (Decrease) in CIAC orAl CIAC § 18,605 s 10,387

2 0 1 1 - I 2012 .. 2o13 | _ _ _ ' i 6 1 4 _2§JT __|Balance
121318030 Additions _Balance Ad d it io n s Ba la n c e Additions Balance Additions Ba la n c e Additions Balance _

CIAC 1 ,242,739 1242,739 1 ,242,739 1 ,242,739 18,605 1,261,344 1 ,2 8 1 ,3 4 4

Amortization Decision No. 73573
Amortization Rate
Amortization (1I2 yr convention)
Accumulated Amortization

601,008
4.8712%

60,536
661,544

4.9729%
e1,800

723,344

47976%
59,622

782,966

4.0640%
50,883

833,849

4.3260%
54,566

888,415

Una

MEL
1
z
3
4
5
s
7
8
9

10
11
12
13

to

15
16
17
18
19
20
21
22

23
Net CIAC 6 4 1.82:1 - 5 8 1 .195 -§-13=§l94 459,773 '.-§§Q5... 457.495 3 7 2 .9 2 9

No tes:

1. 12/31/10 Balances agree to rate case balances approved in Decision 73573

2. Amortization rate agrees to composite depreciation rate for the year.

-l l l\ l l l l l l l I

I

CIA



Pima Utilitycompany - Wastewater Division
Test Year Ended December 31 2015

Original Cost Rate Base Proforma Adjustments
Adjustment 4

Exhibit
schedule B-2
Page 6
Wryness: Bourassa

Proforma Defend Income Tax as d December 31 . 2015

Water & Sewer
1811181U8

Probability
of Realization

of Future
Iaaagngru

Dkduclihle TD
(Taxable TD)
Expected m
he Rnfalivevl

Effective
Tax
S m

Future Tax Asset
QHIED! non frunnm

Future Tax Liability
Current Non Curnveni

s

Fed.

Plant-in-service
Aocum. Depress
CIAC
Fixed Assets s

Water&Sewer
Adjusted

Em KliL \ &
40,M8,313 |

(21,667,729) 1
(543,941) 3

18,636,644 $ 8,447,592 2 100.0% s (10,189,051) 21.50% (2,190,594)

S1a\e Fixed Assets $ 18,636,644 s 8,447,592 2 1000% s (10,1B9,051) 3.235% (329,759)

F8d 8-State AIAC 4 100.0% s 4 24.736% $

s $ s s (2,520,3§3).

Net Asset (Liability)

Aiiocalion Factor - Water-Division (based on rate base before ADIT)

s (2.520,353)

0.4716

net Asset (Liability) Water Division s (1 ,188,519)

sADIT Asset (Liability) as Adjusted

Adjustment \o ADIT s 1,188,519

Footnotes - See page 7.1

Line
NO.

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
2 5
26
27
28
29
30
31
32
3 3
34
35
36
37
38
39
40

RFr:AP SCHFDUI ES:
B-2, page 2



Pima Utilitytlompany - Wastewater Division

Test Year Ended December 31 , 2015

Cash Working Capital

Exhibit
Schedule B-5
Page 1
i.Nitness: BUUTBSS8

Description

Proforma
Test Year
Amountl

Revenue
Lag (Lead)

Dave

Expense
Lag (Lead)

Da

Net
Lag (Lead)

Dave Cal. C~ Col. D

LeadlLag
Factor

Cal. E/365

Cash

Working

Capital

Required

Col. B * Cd. F

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

OPERATING EXPENSES
Salaries and Wages
Employee Pensions and Benefits
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Contractual Services - Engineering
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Other
Contractual Services - Water Testing
Rents
Transportation Expense
Insurance - Vehicle
insurance - General Liability
Insurance - Health & Life

s 586,136
78,458

139,495
149,692
107,881
176,709

76,710
3,5a4
4,14a
3,404

108,299
19,670
7,339

27,038
a,524

48,767
799

51.OD
51.DD
51 .00
51 .00
51 .BD
51.of
51 .of
51.to
51.UD
51 .of
51 .of
51.00
51.of
51 .of
51.to
51 .UD
51 .of

13.00
1s.o0
4s.sa
51 .92
15.91
25.02
18.80
18.63
24.90
78.29
14.94

(21 52)
(383)
3947

(18250)
(18250)

1a.oo

38.00
33.00
4.12
(13.92)
35.09
25.93
32.20
32.37
27.00

(27.29)
36.96
72.52
54.B3
11.53

233.50
233.50

33.00

0.104122
0.090423
0.011300

(0.002508)
0.096149
0.011190
0.088231
0.055697
0.073985
(0.074755)
0.101272
0.195697
0.150231
0.031601
0.639738
0.639738
0.090423

s 51,030
7,094
1,576
(375)

10,373
12,580
6.768

313
307

(254)
1o,9ss
3,sua
1,103

a54
2,254

31 ,195
72

24,725 51 .00 (53.33) 104.33 0.285848 7,ossMiscellaneous Expense

Taxes Other Than Income 58,058 51 .00 3.73 4727 0.129519 7,sz0

TAXES
General Taxes-Property1
General Taxes-Other
Income T8X1

s 178,073 51 .00
51 .00
51 .00

214.29 (16329)

51 .of

14.00

(0A4736226) s

013973819

0.03836833

(79,663)

197,670 37.00 7,5a4

OTHER

Line

1
2
3
4
5
e
7
B
g

10
11
12
13
14
15
is
17
la
19
20
Z1
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
AD
41
42
43

TOTAL s 2,000,127 WORKING CASH REQUIREMENT s 92,277

Test Year Cash Working Capital s
44

Increase(decrease) in Cash Working Capital s 92,277

'At proposed rates.

45
46
47
pa
49
50
51

RECAP scHEDuLEs;
E-2. page 2



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Income Statement

Exhibit
Schedule C-1
Page 1
witness: Bourassa

Test Year
Book

Results Adjustment

Test Year
Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Flat Rate Revenues
Metered Revenues
Other Revenues

$ $ 3,884 $ $ 369,273 $

$

3,283,063
105,384
20,050

3,408,498 3,884 " s

3,286,947
105,384
20,050

3,412,382 s 369,27?- §

3,656,220
105,384
20,050

3,7B1 ,654

Operating Expenses
$ $ $

108
42
83

586,136
78,458

139,495
149,692
107,881
176,709
76,710

3,534
4,148
3,404

108,299
19,670
7,339

27,038
s,524

48,767
799

16

586,136
78,458

139,603
149,734
107,964
176,709
76,726

3,534
4,148
3,404

108,299
19,670
7,339

27,038
3,524

48,767
799

586,136
78,458

139,603
149,734
107,964
176,709
76,726

3,534
4,148
s,404

108,299
19,670

7,339
27,038

3,524
48,767

799

35,000
8,816

24,725
1 ,008,985

97,191
58,058

190,631

(97,084)

35,000
8.816

24,725
911 ,901
97,191
58,058

178,073
197,670

Salaries and Wages
Employee Pensions and Benefits
Sludge Removal
Purchased Power
Chemicals
Materials and Supplies
Office Supplies and Expense
Contractual Services - Engineering
Contractual Services _ Accounting
Contractual Services - Legal
Contractual Services - Other
Contractual Services _ Water Testing
Rents - Equipment
Transportation Expenses
insurance _ Vehicle
Insurance . General Liability
Insurance - Worker's Comp
Reg. Comm. Exp.
Reg. Comm. Exp. - Rate Case
Bad Debt Expense
Miscellaneous Expense
Depreciation & Amortization Expense
Amortization - Deferred Costs
Taxes Other Than Income
Property Taxes
Income Tax

(18,674)
107,839

35,000
8,816

24,725
911 ,901
97,191
58,058

171,957
107,839

6,117
89,830

$
$

2_,930_1008
478,490

$_
$

27,336 $__2,957,338
(23,447) $ 455,043

. "s
$

_95,947
273,326

$
$

5,053,285
728,369

674 674 674

(102,054)
(2,556)

34,856 (67,198)
(2,556)

(67,198)
(2,556)

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expense
Gain/Loss Sale of Fixed Assets

Total Other Income (Expense)
Net Profit (Loss)

$
$

(103,936)
374,554_

$
$

34,856
11 ,409

$
_

(69,68E)T§
385,963 $ 273,326

$
$

(69,080)
659,289

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

SUPPORTING SCHEDULES:
C-1, page 2
E-2

B_ECAP SCHEDULES:
A-1



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015
Income Statement

Exhibit
Schedule C-1
Page 2
Witness: Bourassa

1 z a 4 4 §LABEL>>>>>
Test Year

Book
Results Depreciation

pf°per\y
Taxes

Rate
Case Expense

Reven ue
Annualization

Interest
Synchronization Income lax

Test Year
Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Flat Rate Revenues
Metered Revenues
Other Revenues

5 3,884 s s 369,273 s

s

3,283,063
105,384
20,050

3,408,498 $ s s $ 3,884 s s s

3,286,947
105,354

20,050
3,412,382 $ 369,273 s

3,656,220
105,384

20,050
3,781 ,B54

Opera¢ing Expenses

Line

. M
1
2
3
4
5
6
7
8
9

s s s

108
42
BE

586,135
78,458

139,495
149,692
107,881
176,709
76,710

3 , 5 4
4,148
3,404

108,299
19,670

7,339
27,038

3.524
48,767

799

16

5as,1as
78,458

139,603
149,734
107.964
176,709

76,726
3,534
4,148
3,4o4

108,299
19,670
7,339

27,038
3,524

48,757
799

5ae,1 as
78,458

139,603
149,734
107,964
176,709
76,726

3,534
4,148
3,404

108,299
19,670
7,339

27,038
3,524

48,767
799

35,000
8,816

24 v725
1,008,985

97,191
58,058

190,631

(97,084)

Salaries and Wages
Employee Pensions and Benefits
Sludge Removal
Purchased Power
Chemicals
Materials and Supplies
Office Supplies and Expense
Contractual Services - Engineering
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Other
Coner. Sewioes - Water Testing
Rents - Equipment
Transportation Expenses
Insurance - Vehicle
Insurance - General Liability
Insurance - Worker's Comp
Reg. Comm. Exp.
Reg. Comm. Exp. - Rate Case
Bad Debt Expense
Miscellaneous Expense
Depreciation Expense
Amortization - Deferred Costs
Taxes Other Than Income
Property Taxes
Income Tax

(18,674)
107,839

35,000
a,s1e

24,725
911 ,901

97,191
58,058

171,957
107,539

5,117
89,830

35,000
8,816

24,725
911 ,901

97,191
58,058

178,073
197,570

s
$

2,930,008
478,490

s
$

(97,084) s
97,084 $

(18,674) $
18,674 s

35,000 $
(35,000) $

249
3,635

$
s

$.

$
107,839 $

(107,839) $
2,957,588 s 35,947

455,043 s 273,326
$
$

3,053,285
72B,369

674 674 674

(102,054)
(2,556)

34,856 (67,198)
(2,556)

(67,198)
(2,556)

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expense
Gain/Loss Sale of Fixed Assets

Tool Other Income (Expense)
Net Profit (Loss)

$
$

(103,936) s
374,554 s 97,084

$
s 18,674

$
s

- s
(35,000) s s,e35

s
s

34,856
34.856

s
s

- s
(107,839) s

(esapso) $
385,963 $ 273,326

$
$

(69,080)
G59,289

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
Z7
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

44
45
46
47

SUPPQRTINq sQHFr>ul Fs
C-2
E-2

R=CAP SCHFDI 11 PS
(>1, page 1



Pima Utilitycompany - Wastewater Division
Test Year Ended December 31, 2015

Adjustments to Revenues and Expenses

Exhibit
Schedule C-2
Page 1
Witness: Bourassa

Line

M
1

Depreciation
Property
Taxes

Rate
Case Expense

Interest
Svncrhronization Income tax

Revenues

Adjustments to Revenues and Expenses

Z Q A
Revenue

Annualization
& Bill Correct.

3,884 3,884

Expenses (97,084) _£18,s74) _§5,000 - -Zip - 1_074839 __27,330

Operating
Income 97,084 18,674 (35,000) 3,635 (107,839) (23,447)

Interest
Expense

Other
Income /
Expense

34,856 34,856

2
3
4
5
6
7
8
9
10
11
12
13
14
15
16 Net Income 97,084 18,674 (35,000) 3,635 __ 34,856__ (107/B39) - _11,409
17
18

1 Q Q Subtotal
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Pima UtilityCompany - Wastewater Division
Test Year Ended December 31 , 2015

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
Page 2
Witness: Bourassa

Depreciation Expense

Adjusted
Original

Cost

Fully
Depr or

Non-Denr.

Depr.
Original

Cost
Proposed

Rates
Depreciation

Expense

(91,528)91 ,528
441,830
138,104

1 ,746,872
3,775,149
1 ,938,211

441,830
138,104

1,746,872
3,775,149
1,938,211

14,713
6,90s

34,937
75,503
38,764

660,785 660,785 13,216

673,826
1,895,461

114,145
1,587,711

673,826
1 ,895,461

1 14,145

24,056
126,427

7,613
(1,587,711)

137,467
10,459,232

137,467
10,459,232

2,749
522,962

980,573
9,154

16,463
41,640

980,573
9,154

65,404
61 1

(16,463)
(41,640)

111,972
7,302

111,972
7.302

11,197
730

Acct.

351
352
353
354
355
360

361 .1
361 .2
362
363
364
365
366
367
370

371 .1
371 .2
371 .3
374
375
380
381
382
389
390

390.1
391
392
393
394
395
396
397
398

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures & Improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity
Manholes & Cleanouts
Special Collecting Structures
Servcies to Customers
Flow Measuring Devices
Flow Measuring installations
Reuse Services
Reuse Meters and Meter Installations
Receiving Wells
Pumping Equipment - Lift Stations
Other Pumping Equipment
Pumping Equipment - Recharge Wells
Reuse Distribution Resewiors
Reuse Transmission and Distribution
Treatment & Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant 8. Misc Equipment
Office Furniture & Equipment
Computers gt Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible plant
Post-in-service AFUDC

183,066
570

183,066
570

0.00%
0.00%
0.00%
3.33%
5.00%
2.00%
2.00%
2.00%
2.00%
2.00%

10.00%
10.00%
2.00%
8.38%
3.57%
6.67%
6.67%
6.67%
2.50%
2.00%
5.00%
5.00%
3.33%
6.67%
6.67%

20.00%
20.00%

4.00%
10.00%
10.00%

5.00%
10.00%
10.00%
10.00%
4.52%

18,307
57

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

TOTALS s 25,01.1,&s1" $-(1l,737,§42) s 23,273,719 $ -9c-34,152

Less: Amortization of Contributions
Total Depreciation Expense

Gross CIAC

$ 1,261,344

Amort. Rate

4.1424°/o _s
$

(52,250)
911,901

Adjusted Test Year Depreciation Expense 1 ,008,985

Increase (decrease) in Depreciation Expense (97,084)

44
45
46
47
48
49

50
51

52
53
54

Adjustment to Revenues and/or Expenses $ _Q97,084)

sUPPORTING SCHEDULE
B-2, page 3



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Witness: Bourassa

Property Taxes

$

Test Year
as adjusted

3,412,382
2

6,824,763
3,412,382

10,237, 145
3

3,412,382
2

6,824,763
40,135

Company
Recommended

s 3,412,382
2

6,824,763
3,781 ,654

10,606,418
3

3,535,473
2

7,070,945
40, 135

$ $

7,111 ,080
18.0%

1 ,279,994
13.8032%
176,680

1,393
$
$
$

6,864,898
18.0%

1,235,682
13.8032%
170,563

1 ,393
171,957
190,631
(18,674)

Property Tax on Company Recommended Revenue (Line 16 + Line 17)
Company Test Year Adjusted Property Tax Expense (Line 18)
Increase in Property Tax Due to Increase in Revenue Requirement

s
_$_
$

178,073
171,957

6,117

Line
M L DESCRIPTION

1 Company Adjusted Test year Revenues - 2007
2 Weight Factor
3 Subtotal (Line 1 * Line 2)
4 Company Recommended Revenue
5 Subtotal (Line 4 + Line 5)
6 Number of Years
7 Three Year Average (Line 5 / Line 6)
8 Department of Revenue Mutilplier
9 Revenue Base Value (Line 7 * Line 8)
10 Plus: 10% of CWIP
11 Less: Net Book Value of Licensed Vehicles
12 Full Cash Value (Line 9 + Line 10 - Line 11)
13 Assessment Ratio
14 Assessment Value (Line 12 * Line 13)
15 Composite Property Tax Rate - Obtained from ADOR
16 Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
17 Tax on Parcels
18 Total Property Taxes (Line 16 + Line 17)
19 Test Year Property Taxes
20 Adjustment to Test Year Property Taxes (Line 18 - Line 19)
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

Increase in Property Tax Due to Increase in Revenue Requirement (Line 24)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 26 / Line 27)

$
$

6,117
369,273

1 .65638%



Pima UtilityCcmpany - Wastewater Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 3

Exhibit
Schedule C-2
Page 4
Witness: Bourassa

Rate Case Expense

Estimated Rate Case Expense $ 175,000

Estimated Amortization Period in Years 5

Annual Rate Case Expense $ 35,000

Test Year Rate Case Expense

Increase(decrease) Rate Case Expense

$

88"
35,000 .

Line

M L
1
2
3
4
5
6
7
8
9

10
11

12
13

14
15
16
17
18
19
20

Adjustment to Revenue and/or Expense $ ... 35,000_



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 4

Exhibit
Schedule C-2
Page 5
Witness: Bourassa

Revenue Annualization

Revenue Annualization $ 3,884

Total Revenue from Annualization $ 3,884

$ 149,692
377,587

0.3964

Purchased Power Expense
Gallons Treated During Test Year (in 1,000s)
Cost per 1,000 gallons $

Additional Gallons Treated from Annualization (in 1 ,000S) 105.00

212Increase (decrease) in Purchased Power

$ 139,495
135,782

1 .0273

TY Sludge Removal Expense
Gallons Treated During Test Year (in 1,000s)
Cost per 1,000 gallons $

Additional Treated from Annualization (in 1,000s) 105.00

Increase (decrease) in Chemicals Expense $ 108

$ 107,881
135,782

0.7945

W  Chemicals Expense
Gallons Treated During Test Year (in 1,000s)
Cost per 1,000 gallons $

Additional Treated from Annualization (in 1,000s) 105.00

Increase (decrease) in Chemicals Expense 83

Additional billings from annualization
Postage rate $

35
0.46

Increase (decrease) in Office Expense $ 16

Adjustment Io Revenue and/or Expense $ 16

Adjustment to Revenue and/or Expense $ 3,635

Line

M L
1
2
3
4

5
6
7
8
g

10
1 1
12

13
14
15
16
17
18
19
20

21
22
23
24
25
26
27
28

29
30
31
32
33

34
35
36

37
38
39
40
41

42
43
44
45

SUPPORTING SCHEDULES
W ork Papers
H-1



I I I

Pima Utilitycompany - Wastewater Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 5

Exhibil
Schedule C-2
Page 6
Witness: Bourassa

Purchased Power Adjustments

Rebate from Ocotillo Water Conservation District
Add power costs for recharge wells

$ 26,712
3,211

Total $ 29,923

Adjustment to purchased power expense $ 29,923

Adjustment to Revenue and/or Expense $ 29,923

Line

DLL
1
2
3
4
5
6

7
8
9

10
11
12
13
14

15
16
17
18
19
20

REFERENCE
Testimony



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 6

Exhibit
Schedule C-2
Page 7
Witness: Bourassa

Annualize Purchased Power

Test Year purchased power expense
Purchased Power Adjustments (Adjustment 5)

$ 149.692
29.923

Test Year purchased power expense $ 179.615

Gallons treated during test year (in ,1000's) 390.108

Cost per 1,000 gallczns = lines / line 5 $

Additional billings from annualization

Annual waste water flow per additional connection (in 1,000's)

Additional gallons treated from annualization (in 1,000's) (2,676)

Additional purchased power expense $ (1,231)

Adjustment to Revenue and/or Expense $ (t,231)

Line

0 4
1
2
3
4
5
6
7
8
9

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

22
23
24
25
26
27
28

REFEREMQE
Line 3: C-1 line 11
Line 5: from 2010 annual report
Line 11: Annual gallons treated per customer. See Scehdule E-7
Line 14: Line 9 times Line 11
Line 16: Line 7 times Line 14

lllllll



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 7

Exhibit
Schedule C-2
Page 8
Witness: Bourassa

Deferred operating costs at end of test year $ 1 ,048,756

Proposed percentage of costs to be recovered 30%

Proposed amount to be recovered $ 314,627

Amortization period (years) 5

Annual amortization $ 62,925

Adjustment to Amortization Expense $ 62,925

Line

1 Amortization of deferred operating costs
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19

20
21
22
23
24

Adjustment to Revenue and/or Expense $ 62,925



|

Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 8

Exhibit
Schedule C-2
Page 9
Witness: Bourassa

Test year effluent credit sales $ 40,000

Normalization period (years)

Normalized annual effluent credit sales

$ 10

$ 4,000

Test year effluent credit sales $ 40,000

Line

1 Annualize effluent credit sales
2
3
4
5
6
7
8
9

10
11
12
13

14
15
16
17
18
19
20
21
22

Adjustment to Revenue and/or Expense $ (36,000)

H



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Adjustment to Revenues and Expenses
Adjustment Number 9

Exhibit
Schedule C-2
Page 10
Witness: Bourassa

Ulterest SlLnchroniza_tion

Fair Value Rate Base
Weighted Cost of Debt
Interest Expense

$ 8,592,112
0.78%

$ 67,198

Test Year Interest Expense $ 102,054

Increase (decrease) in Interest Expense (34,856)

Adjustment to Revenue and/or Expense $ 34,856

weighted Cost of Deb; Comoutagjon

Amount Cost

0.00%

0.00%

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Debt

Equity

Total

$

$

$

Percent

#DIV/0 !

#DIV/0!

#DIV/0!

Weighted
Cost

#DIV/0!
#DIV/0!
#DIV/0!

u m



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Adjustment to Revenues and/or Expenses
Adjustment Number 10

Exhibit
Schedule C-2
Page 11
Witness: Bourassa

Income Tax Computation

Test Year
Adjusted
Results

Adjusted
with Rate
Increase

Revenue
Operating Expenses Excluding Income Taxes
Synchronized Interest

$ 3,412.382
2,849,499

67,198

$ 3,781,654
2,855,615

67,198

Income Before Taxes $ 495,685 $ 858,841

Arizona Income Before Taxes $ 495,685 $ 858,841

Effective Rate 1 2.94% 3.07%

Arizona Income Taxes $ 14,593 $ 26,347

Federal Income Before Taxes $ 495,685 $ 858,841

Less Arizona Income Taxes $ 14,593 26.347

Federal Taxable Income $ 481,092 $ 832,495

FEDERAL INCOME TAXES:
Effective Federal Tax Rate 19.38% 20.58%

Federal Income Taxes $ 93,246 $ 171,322

Total Income Tax $ 107,839 $ 197,669

Overall Tax Rate 21.76% 23.02%

$ 107,839 $Income Tax
Test Year Income tax Expense
Adjustment to Income Tax Expense $ 107,839

197,669
107,839
89,830

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

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

1 See work papers/testimony



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Computation of Gross Revenue Conversion Factor

Exhibit
Schedule C-3
Page 1
Witness: Bourassa

Description
Combined Federal and State Effective Income Tax Rate

Percentage
of

Incremental
Gross

Revenues
24.7359%

Property Taxes 1 .2467%

Total Tax Percentage

Operating Income % : 100% - Tax Percentage

25.9826%

74.0174%

1

Operating Income %
Gross Revenue Conversion Factor

1.3510

Line

M
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32 .
33
34
35
36
37
38
39
40

SUPPORTING SCHEDULES:
C-3, page 2

RECAP SCHEDULES:
A-1



Test Year
TataI

Pima Utili om no-Waste tar Di Si n
$
s
s

3,412382
2,849,499

67 198

s
$
s

3 413,s82`
2,849,499

67,198 $
$ 493,685

2.9441 /
$ 495,683

29441 /
$

2.9441°/
s
$

14,593
481,092

19.3821 /
93,246$

$ 93,246

$
$

14,593
481,092

19.3821 /,
93,246$

s 93246

s
s

s

s
107.839-s s 107839 $

Corrpany Recommended
Tata I I

PimaUtilityCompanv - Waste
I

teeDi is
3,781,654
2,855,615

67 198

$
s
$

3,781 ,654
2,855,615

67198

$
$
$

858,842
3.06 a

s $ 858,842
306770

s
3.0677 /

s
s

$

26 347
832 496

20.5794 /
171 323

$ 171 323

$
s

26,347
832,496

20.57949'
171 ,323$

171.323$

s
s

s

s
197.670$ s 197 570

-
$

$ 8,592,112
0.7821 /

N/A
$

0.0000 /
$ 67,198 $

Pima Utili\ycompany . Wastewater Division
Test Year Ended December 31, 2015 Exhibit

Schedule C~3
Page 2
Witness: BDI-H8558

GROSS REVENUE CONVERSION FACTOR

Line
(A) (B) (C) (D) IE] [F]

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Unonllecible Factor(Line 11)
Revenues (LI - L2)
Combined Fedel-al and State Income Tax and Property Tax Rate (Line 23)
Subtotal (Ls . L4)
Revenue Conversion Factor(L1 lL)

1oo.uooo9s

__ D.0200%_
.100020995.

25.982696
_7401_74%
_1.3510_33

7
8
g

10
11

Calculafinn of UncollectibleFactor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (Ly - LB )
Uncollectible Rate
Uncollectible Factor (LE ' L10 )

_100.@00
.. 9.789%

75.2641%
00000%

990003,

Calculation of Etfedive Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 . L13)
15 Applicable Federal Income Tax Rate (Line 44)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State Income Tax Rate (L13 +L16)

120.00(10%
.. 3,2361%
96.7636%
22.2_1B6V1
21 .4995%

24.7359%

100.0000%
24.7359%
75.2641%
_1.e5§4%

18
19
20
21
22
23

Calculation of Ef7ec!ive Property Tax Factor
Unily
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Rate (L18-L19)
Property Tax Factor
Effective Property Tax Factor (L20*L21)
Corrbined Federal and Slate Income Tax and Property Tax Rate (L17+L22) J .246Z%

- 25-9826°;»

24 Required Operating Income
25 AdjustedTest Year Operating Income (Loss)
26 Required Increase in Operating Income (L24 . L25)

$
$

728,370
455,043

s 273,326

27
28
29

Income Taxes on Recommended Revenue (Col. (E), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 _ L28)

$
s

197,870
_ 107_839 .

s 89,830

_$ 3381 ,6_54
0.0000%

30
31
32
33
34

Recommended Revenue Requirement
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (Lao ' L31)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp

$
s

$

35
36
37

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

s
s

178,073
171,957

38 Total Required Increase in Revenue (L26 + L29 + L37)

s 6,117

$ 369,273

(A\ (B\ Rex (Di rF rF

39
4 0
41
42
43
44
45
46
47
4 8
49
50
51
52

Calculation of Income Tax:
Revenue
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L30. L31 L32)
Arizona State Effective Income Tax Rate (see work papers)
Arizona Income Tax (L33 x L34)
Federal Taxable Income (L33 - L35)
Effective Tax Rate (see work papers)
Federal Income Tax

Total Federal Income Tax
Combined Federaland State Income Tax (L35 + L42)

53
54
55

Applicable stale Income Tax Rate [cal 1E1. L44 . Col pal, L441 I1c01. 1E1, L42 . Col. 151. L421
Applicable Federal Income Tax Rale [CoI. 1E1, L51 _ Col. 1B1. L511 I [col 1E1, L45 _ Col. 181. L45] 3.2364%

22.2186%

56
57
58

Ng

Calculation of Interest Svnch/cnizafrbn:
Rate Base
WeightedAverage Cost of Debt
Synchronized Interest (L56 x L57)

Sc n



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Comparative Balance Sheets

Exhibit
Schedule E-1
Page 1
Witness: Bourassa

Line
No .

Test
Year

Ended
12/31 /2015

Year
Ended

12/31/2014

Year
Ended

12/3112013
ASSETS

Plant In Service
Non-Utility Plant
Construction Work in Progress
Accumulated Depreciation
Net Plant

$ 24,972,591 $ 22,246,410 $ 22,240,467

$

40,135
(14,958,290)
10,054,435 $

2,535,683
(14,280,175)
10,501,918 $

1,891 ,798
(13,633,303)
10,498,962

Debt Reserve Fund $ s $

$ $ $

$ $ $
\

CURRENT ASSETS
Cash and Equivalents
Restricted Cash
Accounts Receivable, Net
Other Receivables
Receivables from Associated Companies
Materials and Supplies
Prepayments
Other Current Assets
Total Current Assets

316,033
6,171

302,063
4,327

304,978
13,315

$ 322,203 $ 306,390 $ 318,293

Unamortized Debt Discount
Other Deferred Debits
Total Deferred Debtis

$ $ $

$
322,890
322,890 $

458,074
458,074 $

593,184
593,184

Other Investments & Special Funds $ $ $

TOTAL ASSETS $ 10,699,529 $ 11,266,382 $ 11,410,439

LIABILITIES AND STOCKHOLDERS' EQUITY

Common Equity $ 5,869,403 $ 5,494,850 $ 4,999,162

Long-Term Debt $ 2,976,000 $ 3,255,000 $ 3,534,000

$ 243,365
279,000
836,837

$ 47,519
279,000

1 ,637,937

$ 344,796
279,000

1 ,659,764

$

95,326
8,223

26,663
1 ,489,414 $

97,026
9,236

28,059
2,098,777 $

92,914
9,883

22,652
2,409,010

CURRENT LIABILITIES
Accounts Payable
Current Portion of Long~Term Debt
Payables to Associated Companies
Security Deposits
Customer Meter Deposits, Current
Accrued Taxes
Accrued Interest
Other Current Liabilities
Total Current Liabilities
DEFERRED CREDITS

Customer Meter Deposits, less current
Advances in Aid of Construction
Accumulated Deferred Income Taxes
Contributions In Aid of Construction
Accumulated Amortization
Total Deferred Credits

$ $ $

$

1,242,739
(878,028)
364,711 $

1,242,739
(824,983)
417,756 $

1,242,739
(774,471 )
468,268

Total Liabilities & Common Equity $ 10,699,529 $ 11,266,382 $ 11,410,439

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56

57
58
59
60
61
62

SUPPORTING SCHEDULES:
Workpapers

RECAP SCHEDULES:
A-3

\

III



Line
No.

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other Income
Interest Expense
Other Expense
Gain/Loss Sale of Fixed Assets

Total Other Income (Expense)
Net Profit (Loss)

Revenues
Flat Rate Revenues
Metered Revenues
Other Wastewater Revenues

Total Revenues
Operating Expenses

Salaries and Wages
Employee Pensions and Benefits
Sludge Removal
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Contractual Services - Engineering
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Other
Contractual Services - Testing
Rents
Transportation Expenses
Insurance - Vehicle
Insurance - General Liability
Insurance - Worker's Comp
Regulatory Commission Expense
Regulatory Commission Expense - Rate Case
Bad Debt Expense
Miscellaneous Expense
Depreciation & Amortization Expense
Amortization - Deferred Costs
Taxes Other Than Income
Property Taxes
Income Tax

Pima Utilitycompany - Wastewater Division
Test Year Ended December 31, 2015

Comparative Income Statements

$
$

$

$

Test
Year

Ended
12/31/2015

2,950,008
478,490

8,816
24,725

1,008,985
97,191
58,058

190,631

3,283,063
105,384
20,050

3,408,498

(102,054)
(2,556)

586,136
78,458

139,495
149,692
107,881
176,709
76,710

3,534
4,148
3,404

108,299
19,670

7,339
27,038

3,524
48,767

799

674

$̀
$

Exhibit
Schedule E-2
Page 1
Witness: Bourassa

$

$

$

Prior
Year

Ended
12/31/2014

2,805,464
610,065

3,284,391
113,063
18,075

3,415,529

254
232

(112,681)
(2,183)

9,878
30,207

849,996
97,191
57,783

194,318

579,670
88,412

118,021
153,297
119,435
237,924
68,000
1 ,488
5,230
8,709

105,334
17,709

450
39,789
3,712

18,444
469

$
$

$

$

$

Prior
Year

Ended
12/31 /2013

2,841 ,753
520,126

3,199,138
114,906
47,835

3,361 ,879

5,921
35,602

1,017,967
97,191
47,954

185,909

452
4

(121 ,260)
(849)

507,675
76,365

110,876
152,826
102,239
214,942
62,679
14,766
3,325

14,890
111,596
14,218

886
41,114

3,197
19,104

512

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49

SUPPORTING SCHEDULES:
Workpapers

RECAP SCHEDULES:
A-2



all

Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Comparative Statements of Cash Flows

Exhibit
Schedule E-3
Page 1
Witness: Bourassa

Line

M L

Test
Year

Ended
12/31 /2015

Prior
Year

Ended
12/31/2014

Prior
Year

Ended
12/31 /2013

$ 374,554 $ 495,687 $ 398,473

1,008,985
(383,915)

849,996
(253,636)

1,017,967
(275,998)

(13,970) 2,915 (17,686)

(801,100)
(1,844)

135,184
195,846

(21,827)
8,988

135,110
(297,277)

664,964
2,353

135,174
249,006

(647)
4, 112
5,407

(636)
430
742

$

(1 ,013)
(1,700)
(1,396)

2
509,633 $ 928,828 $ 2,174,789

(230,633) (649,828) (1 ,895,789)

$ (230,633) $ (649,828) $ (1,895,789)

(279,000) (279,000) (279,000)

Cash Flows from Operating Activities
Net Income
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and Amortization
Depreciation Adjustments
Changes in Certain Assets and Liabilities:

Accounts Receivable
Unbilled Revenues
Materials and Supplies Inventory
Prepaid Expenses
Restricted Cash
Receivable/payable from Assoc. Co.
Other Receivable
Deferred Debits
Accounts Payable
Customer Deposits
Interest Payable
Taxes Payable
Other assets and liabilities
Rounding

Net Cash Flow provided by Operating Activities
Cash Flow From Investing Activities:

Capital Expenditures
Plant Held for Future Use
Changes in debt reserve fund

Net Cash Flows from Investing Activities
Cash Flow From Financing Activities

Change in Restricted Cash
Proceeds from Long-Term Debt
Net receipt of contributions in aid of construction
Net receipts of advances in aid of construction
Distributions/Dividends Paid
Deferred Financing Costs
Paid in Capital

Net Cash Flows Provided by Financing Activities
Increase(decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

$ (279,000) $
0
0
0

(279,000)
0

(0)
o

$ (279,000)

(0)

(0)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
Workpapers/cashf1ow sewer.xls

RECAP SCHEDULES:
A-5



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Statement of Changes in Stockholder's Equity

Exhibit
Schedule E~4
Page 1
Witness: Bourassa

Common
Stock

Additional
Paid-In-Caoital

Retained
Earnings Total

Balance, Deeember 31, 2007
Add fl Paid In Capital Adjustment
Distributions/Dividends
Rounding
Net Income

$ 72,624 $ 4,037,614 $ 1,887,682 $ 5,997,920

398,473 398,473

Balance, December 31, 2008
Add fl Paid In Capital
Distributions/Dividends
Rounding
Net Income

$ 72,624 $ 4,037,614 $ 2,286,154 as 6,396,392

495,687

Balance, December 31, 2009
Add fl Paid In Capital
Distributions/Dividends
Rounding
Net Income

$ 72,624 $ 4,037,614 $

495,687

2,781,842 $ 6,892,080

374,554 374,554

Balance, December 31, 2010 $ 72,624 $ 4,037,614 $ 3,156,396 $ 7,266,634

Line

_ M
1
2
3
4
5
6
7
8
9

1 0
11
1 2
1 3
14
1 5
1 6
17
1 8
1 9
2 0
21
2 2

2 3
2 4
2 5
26
27
2 8
2 9
3 0
31
32
3 3
34
3 5
36
37
38
39
4 0

SUPPQRTLNG §pHEDuL_Es; BECAP S_CHE_DU_LES;
E-1

H



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Detail of Plant in Service

Exhibit
Schedule E-5
Page 1
Witness: Bourassa

Acct.

D Plant Description

Plant
Balance

at
12/31/2014

Plant
Additions,
Reclass-

ications or
or

Retirements

Plant
Balance

at
12/31 /2015

$ $ $

92,008
5,421 3,479

92,008
8,901

1 ,526,701
5,919,663

62,307
73,351

1,589,008
5,993,014

628,785 628,785

10,583,267 72,476 10,655,743

351
352
353
354
355
360

361 . 1
361 .2
362
363
364
365
366
367
370

371 .1
371 .2
371 .3
374
375
380
381
382
389
390

390. 1
391
392
393
394
395
396
397
398

Organization Cost
Franchise Cost
Land and Land Rights
Structures & Improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity
Manholes & Cleanouts
Special Collecting Structures
Servcies to Customers
Flow Measuring Devices
Flow Measuring Installations
Reuse Services
Reuse Meters and Meter installations
Receiving W ells
Pumping Equipment - Lift Stations
Other Pumping Equipment
Pumping Equipment - Recharge W ells
Reuse Distribution Reserviors
Reuse Transmission and Distribution
Treatment gt Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant & Misc Equipment
Office Furniture 8t Equipment
Computers 8¢ Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant
Post-in-sewice AFUDC

536,196
327,190

2,243
14,028

538,439
341,218

421,146 421,146

Rounding
TOTAL WATER PLANT as 20,040,377 s 227,885 $ 20,268,262

Line

M L
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

40
41
42
43
44

SUPPORTING SCHEDULES
Workpapers/Trial Balance Mapping Water and Sewer tjb.xls

RECAP SCHEDULES:
A-4
E-1

I



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Operating Statistics

Exhibit
Schedule E-7
Page 1
Witness: Bouras

Test
Year

Ended
12/31 /2015

Prior
Year

Ended
12/31/2014

Prior
Year

Ended
12/31 /2013

WATER STATISTICS:

Gallons Treated (in Thousands) 390,108 387,475 392,907

Sewer Revenues from Customers: $ 3,283,063 s 3,284,391 $ 3,199,138

Year End Number of Customers 10,058 10,049 1G,187

Annual Gallons Treated (in Thousands)
Per Year End Customer 38.8 38.6 38.6

Annual Revenue per Year End Customer $ 326.41 $ 326.84 $ 314.04

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

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Pumping Cost Per 1,000 Gallons $ 0.3837 $ 0.3956 $ 0.3890



/

Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Taxes Charged to Operations

Exhibit
Schedule E-8
Page 1
Witness: Bourassa

Test
Year

Ended
12/31/2015

Prior
Year

Ended
12/31/2014

Prior
Year

Ended
12/31/2013

Description

State Income Taxes
Federal Income Taxes
Payroll Taxes
Property Taxes

$ $ $

619
190,631

578
194,318

616
185,909

Line
No.
1
2
3
4
5
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

Totals s  19T ,250 $ 134,897 3B"-186,525



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Notes To Financial Statements

Exhibit
Schedule E-9
Page 1
Witness: Bourassa

Line

_PQ
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

See attached audited financial statements.



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Projected Income Statements - Present & Proposed Rates

Exhibit
Schedule F-1
Page 1
Witness: Bourassa

Line

M ;

Test Year
Actual
Results

At Present
Rates
Year

Ended
12/31/2016

At Proposed
Rates
Year

Ended
12/31 /2016

Revenues
Metered W ater Revenues
Unmetered W ater Revenues
Other W ater Revenues

$ $ $

$

3,283,063
105,384

20,050
3,408,498 $

3,286,947
105,384
20,050

3,412,382 $

3,656,220
105,384

20,050
3,781 ,654

Operating Expenses

$ 586,136
78,458

149,692
107,881
176,709
76,710

3,534
4,148
3,404

108,299
19,670

7,339
27,038

3,524
48,767

799

$ 586,136
78,458

149,734
107,964
176,709

76,726
3,534
4,148
3,404

108,299
19,670
7,339

27,038
3,524

48,767
799

$ 586,136
78,458

149,734
107,964
176,709

76,726
3,534
4,148
3,404

108,299
19,670

7,339
27,038

3,524
48,767

799

Salaries and W ages
Employee Pensions and Benefits
Purchased Power
Chemicals
Materials and Supplies
Office Supplies and Expense
Contractual Services - Engineering
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Other
Contractual Services - Water Testing
Rents - Equipment
Transportation Expenses
Insurance - Vehicle
Insurance - General Liability
Insurance - Worker's Comp
Regulatory Commission Expense
Regulatory Commission Expense - Rate Case
Bad Debt Expense
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax

8,816
24,725

1,008,985
58,058

190,631

35,000
8,816

24,725
911,901
58,058

171,957
107,839

35,000
8,816

24,725
911 ,901
58,058

178,073
197,670

$
$

2,693_322̀
715,176

$
$

2,720,l544` $` 2,816,491
691,837 $ 965,163

674 674 674

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expense
Gain/Loss Sale of Fixed Assets

Total Other Income (Expense)
Net Profit (Loss)

(102,054)
(2,556)

(67, 198)
(2,556)

(67, 198)
(2,556)

$
$

(103,936) $
611,240 $

(69,080)_ $_
622,757 $

(69,080)
896,083

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43
44
45
46
47
48

sLJp|3oR1|n;8- SQHE_DU_LES:
C-1

XXXX

I



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015

Projected Statements of Changes in Financial Position
Present and Proposed Rates

Exhibit
Schedule F-2
Page 1
Witness: Bourassa

Test Year
Ended

12/31 /2015

At Present
Rates
Year

Ended
12/31 /2016

At Proposed
Rates
Year

Ended
12/31 /2016

$ 374,554 $ 385,963 $ 659,289

1 ,008,985
(383,915)

911,901 911,901

(13,970)

(801 ,10D)
(1,844)

135,184
195,846

$

(1,013)
(1 ,700)
(1,396)

2
509,633 $ 1,297,865 $ 1,571,191

(230,633) (162,971) (162,971)

$ (230,633) $ (162,971) $ (162,971)

(279,000) (279,000) (279,000)

Cash Flows from Operating Activities
Net Income
Adjustments to reconcile net income to net cash

provided by operating activities:
Depreciation and Amortization
Other
Changes in Certain Assets and Liabilities:

Accounts Receivable
Unbilled Revenues
Materials and Supplies Inventory
Prepaid Expenses
Restricted Cash
Receivable/Payable from Assoc. Co.
Other Receivable
Deferred Debits
Accounts Payable
Customer Deposits
Interest Payable
Taxes Payable
Other assets and liabilities
Rounding

Net Cash Flow provided by Operating Activities
Cash Flow From Investing Activities:

Capital Expenditures
plant Held for Future Use
Changes in debt reserve fund

Net Cash Flows from Investing Activities
Cash Flow From Financing Activities

Change in Restricted Cash
Proceeds from Long-Term Debt
Net receipt of contributions in aid of construction
Net receipts of advances in aid of construction
Distributions/Dividends paid
Deferred Financing Costs
paid in Capital

(320,119) (560,279)

Net Cash Flows Provided by Financing Activities
Increase(decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

$ (279,000`) $
0
0
0$ $

(599,l119) $
535,775

0
535,775 $

(839,27§)
568,942

0
568,942

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

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53

SUPPORTING SCHEDULES:
E-3

ill I



Pima UtilityCompany - Wastewater Division
Test Year Ended December 31, 2015
Projected Construction Requirements
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Schedule F-3
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Witness: Bourassa

Line
No.

2016 2017 2018Test Year
$ $ $ $

3,479 30,000

62,307
73,351

4,200

70,000

4,600

72,476 84,171 305,000 110,000

Account
Number

351
352
353
354
355
360

361 .1
361 .2
362
363
364
365
366
367
370

371 .1
371 .2
371 .3
374
375
380
381
382
389
390

390. 1
391
392
393
394
395
396
397
398

Plant Asset:
Organization Cost
Franchise Cost
Land and Land Rights
Structures & improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity
Manholes & Cleanouts
Special Collecting Structures
Servcies to Customers
Flow Measuring Devices
Flow Measuring Installations
Reuse Services
Reuse Meters and Meter Installations
Receiving Wells
Pumping Equipment - Lift Stations
Other Pumping Equipment
Pumping Equipment - Recharge Wells
Reuse Distribution Resewiors
Reuse Transmission and Distribution
Treatment & Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant & Misc Equipment
Office Furniture & Equipment
Computers & Software
Transportation Equipment
Stores Equipment
Tools, Shop 8< Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant

2,243
14,028

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

Total $ 227,885 $ 162,971 $ 335,000 $ 110,000

Lu



Pima Utilitycompany - Wastewater Division
Test Year Ended December 31, 2015

Assumptions Used in Rate Filing

Exhibit
Schedule F-4
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Witness: Bourassa

Property Taxes were computed using the method used by the Arizona Department
of Revenue modified for ratemaking.

Projected construction expenditures are shown on Schedule A-4.

Line

L E
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

Expense adjustments are shown on Schedule C2, and are explained in the testimony.
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Pima Utlllty Company - Sewer Dlvlslon
Revenue Summary

Test Year Ended December 31, 2015

Exhibit
Schedule H-1
Page 1
Witness: Bourassa

Llne
MeterSlze

Total
Revenues

B!
Present
Rates

Total
Revenues

oz
Proposed

Rates
Dollar

Change
Percent
Chance

Percent
of

Present
Water

Revenues

Percent
of

Proposed
Water

Reven us
5/8x3/4 \rich
1 Inch

Classlflcatlon
Residential
Residential

$ 2,949,320
173,679

$ 3,270,796
192,610

$ 321,476
18,931

10.90%
10.90%

86.43%
5.09%

86.49%
5.09%

518x3/4Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch

Commercial
Commercial
Commercial
Commercial
Commercial

$ 6,921
1 ,408

17,604
16,238

121,546

$ 7,676
1 ,562

19,523
18,008

134,795

$ 754
154

1,919
1,770

13,249

10.90%
10.90%
10.90%
10.90%
10,90%

0.20%
0.04%
0.52%
0.48%
3.56%

0.20%
0.04%
0.52%
0.48%
3.56%

Effluent 104,788 115,691 10,904 10.41% 3.07% 3.06%

$ 3,391,506 $ 3,760,662 $ 369,156 10.88% 99.39% 99.44%Subtotals of Raven us
Reva rue Annuallzatlons:
5/8x3/4 Inch Residential
1 Inch Residential

$ (76) $
526

(84) $
583

(8)
57

10.90%
10.90%

0.00%
0.02%

0.00%
0.02%

5/8X3/4Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch

$ 25 $ 28 $ 3Commercial
Commercial
Commercial
Commercial
Commercial

526
2,468

415

583
2,737

460

57
269
45

10_90%
0.00%

10.90%
10.90%
10.90%

0.00%
0.00%
0.02%
0.07%
0.01%

0.00%
0.00%
0.02%
0.07%
0.01 %

Subtotal RevenueAnnuallzatlon 3,884 4,307 423 10.90% 0.11% 0.13%

Total Revenues w/ Annuallzation
Mlsc Revenues
Reconclllng Amount
Total Revenues

s $ 369,579

L E
1
2
3
4
5
s
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

$

3,395,390 $
20,050
(3,058)

3,412,382 $

3,764,969
20,050
(3,364)

3,781 ,655 $
(306)

369,273

10.88%
0.00%

10.01 %
10.82%

99.50%
0.59%
-0.09%

100.00%

99.56%
0.53%
-0.09%

100.00%

I l



Plma Utlllty Company - Sewer Dlvision
Analysis of Revenue by Detailed Class
Test Year Ended December 31, 2015

Exhibit
Schedule H-2
Page 1
Witness: Bourassa

Ave ra ge  Bill

Average
Consumption

Present
Rates

Proposed
R_a[e5

Proposed Increase
Dollar Percent

Amount Amount

Percent
of

Customers

Customer
Classification

and/or Meter Size
5/8x3/4 Inch Residential
1 Inch Residential

(a)
Average

Number of
Customers

at
12/31/2010

9,765
220

$ 25.17
65.69

$ 27.91
72.85

$ 2.74
7.16

10.90%
10.90%

96.73%
2.18%

5/8x3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch

Commercial
Commercial
Commercial
Commercial
Commercial

23
3

22
10
49

$ 25.17
39.12
65.69

129.91
207.42

$ 27.91
43.39
72.85

144.07
230.03

$ 2.74
4.26
7.16

14.16
22.61

10.90%
10.90%
10.90%
10.90%
10.90%

023%
0.03%
0.22%
0.10%
0.48%

Irrigation (effluent) 2 6,985,145 $ 3,742.42 $ 4,131.84 $ 389.41 10.41% 0.02%

Totals 10,095 100.00%

Line

1
2
3

4
5

6
7

8
9

1 0
1 1
1 2

1 3

1 4
1 5

1 6
1 7
1 8

1 9
2 0
2 1

2 2
2 3
2 4

2 5

Actual Year End Number
of Customers: 10,102



Pima Utility Company- Sewer Division
Analysis of Revenue by Detailed Class
Test Year Ended December 31, 2015

Exhibit
Schedule H-2
Page 2
Witness: Bourassa

Median Bill

Median
Consumption

Proposed
Rates

Customer
Classification

and/or Meter Size
5/8x3/4lnch Residential
1 Inch Residential

(8)
Average

Number of
Customers

at
12/31/2010

9,765
220

$

present
Rates

25. 17
65.69

$ 27.91
72.85

s

Proposed Increase
Dollar Percent

Amount Amount
2.74 10.90%
7.16 10.90%

Percent
of

Customers
96.73%
2_18%

5/8X3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch

Commercial
Commercial
Commercial
Commercial
Commercial

23
3

22
10
49

$
$
$

25.17
39.12
65,69

129.91
207.42

s
s
$

27.91
43.39
72.85

144.07
230.03

$ 2.74
4.26
7.16

14.16
22.61

10.90%
10.90%
10_90%
10.90%
10.90%

0.23%
0.03%
0.22%
0.10%
0.48%

Irrigation (effluent) 2 5,365,000 $ 2,916.15 $ 3,215.50 $ 299.35 10.27% 0.02%

Totals 10,095 100.00%

Line

1
2
3
4
5
5
7
8
g
10
11
12
13
14
15
16
17

18
19
20

21
22
23
24

Actual Year End Number
of Customers: 10,102



Pima Utility Company - Sewer Division
Test Year Ended December 31, 2015

Present and Proposed Rates

Exhabn
Schedule H-3
Page 1

Line
M

Present
Rates

Proposed
Bars ;

percent
9832398Monthly Usage Charge for:

Meter Size (All Classes):
5/8x3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch

$ 25. 17
39.12
65.69

12991
20742
402.68
629.18

1 . 19844

$ 27.91
43.39
72.85

144.07
230.03
446.57
697.76

1,198.44

Qhsnss

$ 2.74
4.26
7.16

14. 16
22.61
43.89
68.58

10.90%
10.90%
10.90%
10.90%
10.90%

Effluent sales
Charge per 1,000 gallons $

180.00
0.51 $

181.11
0.57

1.11
0.06

0.62%
10. 90%

1
2
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

Recovered Effluent Sales
Charge per 1,000 gallons $

180.00
0.51 5

181.11
0.57

1.11
0.06

062%
1990%

NT = No Tariff

l



Establishment 25.00$
Re-establishment V\hthin 12 months *

Reconnection Delinquent 25.00$
Deposit * *

Deposit Interest * *

NSF Check 15.00$
Meter Re-read 20.00$
Late Payment Fee, per month*** 1.5%
After hours service charge 50.00$

25.00$
*

25.00$
* *

15.00$
2000$

1.5%
50.00$

Pima Utility Company - Sewer Division
Present and Proposed Rates

Test Year Ended December 31, 2015

Exhibit
Schedule H-3
Page 2
V\Atness: Bourassa

Other Charges:

Line

M
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20

* Number of months off the system times the applicable sewer charges.
if PerA.A.C. R-14-2-603.B.7 and 603.B.3
*'* Late payment charge based upon balance owing at the end of the billing cycle rich is added to next bill.

IN



Pima Utility Company - Sewer Division
Biil Comparison of Present and Proposed Rates

Customer Classification Residential 5/8x3/4 Inch Meter
Test Year Ended December 31, 2015

(Excludes all Revenue Refated Taxes)

Exhibit
Schedule H-4
Page 1
Witness: Bourassa

M8398

Present

BM
Dollar

II1QI'8a$Q
Percent

Increase
$ $

Present Rates:
Monthly Minimum: $ 25.17

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
2517
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17

Proposed

ai r
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27,91
27.91
27.91
27.91
27.91
27.91
27,91
27.91
27.91
27.91
27.91
27.91

$
$
$
$
$
$
$
$
$
$
s
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

2.74
2.74
2.74
2.74
2.74
2,74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74

10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%

Proposed Rates:
Monthly Minimum: $ 27.91

I



Pima utility Company - Sewer Division
Bill Comparison of Present and Proposed Rates

Customer Classification Residential 1 Inch Meter
Test Year Ended December 31, 2015

(Excludes all Revenue Related Taxes)

Exhibit
Schedule H-4
Page 2
Witness: Bourassa

Usage
Proposed

M
Dollar

Increase
$ $

Present Rates:
Monthly Minimum: $ 65.69

1,000
2,000
3,000
4,000
5,000
0,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

Present

M
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69

72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72,85
72.85
72.85
72.85
72.85
72.85

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

7.16
7.16
7.16
7.15
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16
7.16

P e rce nt
Incre a s e

10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%

Proposed Rates:
Monthly Minimum: $ 72.85

HI HI H



Pima Utility Company - Sewer Division
Bill Comparison of Present and Proposed Rates

Customer Classification Residential 5/8x3/4 Inch Meter
Test Year Ended December 31, 2o15

(Excludes all Revenue Related Taxes)

Exhibit
Schedule H-4
Page 3
\Mtness: Bourassa

Usage
Present

518

Dollar
Increase

Percent
Increase

$ $
Present Rates:
Monthly Minimum: $ 25.17

1,000
2,000
s,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17
25.17

Proposed

_BM
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91
27.91

$
s
$
$
$
$
$
$
s
$
$
$
s
s
$
$
$
s
$
s
$
$
$
s
$
s
$

2.74
2.74
2.74
274
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2.74
2,74
2.74
2.74
2.74
2.74
2.74
2.74
2.74

10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%

Proposed Rates:
Monthly Minimum: $ 27.91



Pima Utility Company _ Sewer Division Exhibit
Bill Comparison of Present and Proposed Rates Schedule H-4

Customer Classification Commercial 3/4 Inch Meter Page 4
Test Year Ended December 31, 2015 Witness: Bourassa

(Excludes all Revenue Related Taxes)

Usage
Present

M
$ $

Present Rates:
Monthly Minimum: $ 39.12

39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12
39.12

Proposed Rates:
Monthly Minimum: $ 43.39

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000
7,500 $ $

Proposed

M
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39
43.39

Dollar
Increase
$ 4.26
$ 4.26
$ 4_26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
s 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26
$ 4.26

Percent
Increase

10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%

nu



Pima Utility Company - Sewer Division
Bill Comparison of Present and Proposed Rates

Customer CiassiNcation Commercial 1 Inch Meter
Test Year Ended December 31, 2015

Exhibit
Schedule H»4
Page 5
Witness: Bourassa

Llsasan

Present

BM

Proposed

QM
$ $

Present Rates:
Monthly Minimum: $ 65.69

$ 72.85

1,000
2,000
3,000
4,000
5,000
5,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
50,000
70,000
80,000
90,000

100,000

65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69
65.69

72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85
72.85

Dollar
Increase
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
s 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
s 7.16
$ 7.16
s 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16
$ 7.16

Percent
Increase

10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%

Proposed Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons
Up to 25,000
Over 25,000

$
$



Pima utility Company - Sewer Division Exhibit
Bill Comparison of Present and Proposed Rates Schedule H-4

Customer Classification Commercial 1.5 Inch Meter Page 6
Test Year Ended December 31, 2015 Witness: Bourassa

Ilsaue
Present

MU

Percent
Increase

$
Present Rates:
Monthly Minimum: $ 129.91

1,000
2,000
3,000
4,000
5,000
0,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
00,000
70,000
80,000
90,000

100,000

129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91
129.91

Proposed
Bill

$ 144.07
144,07
144.07
144,07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07
144.07

Dollar
Increase
$ 14.16
$ 14,16
$ 14.16
$ 14.16
s 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
s 14,16
$ 14.16
$ 14,16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16
$ 14.16

10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%

Proposed Rates:
Monthly Minimum: $ 144.07



Pima Utility Company - Sewer Division
Bill Comparison of Present and Proposed Rates

Customer Classification Commerical 2 inch Meter
Test Year Ended December 31, 2015

Exhibit
Schedule H-4
Page 7
Witness: Bourassa

Present
Usage

Percent
Increase

$ $
Present Rates:
Monthly Minimum: $ 207.42

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

aw
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207,42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42
207.42

Proposed

.am
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03
230.03

Dollar
Increase
$ 22.61
s  22 .61
$  22 .61
$  22 .61
$ 22.61
$  22 .61
$  22 .61
$ 22.61
$  22 .61
$ 22.61
$  22 .61
$  22 .61
s  22 .61
$ 22.61
s 22.61
$  22 .61
$  22 .61
$  22 .61
$ 22.61
$  22 .61
$ 22.61
$  22 .61
$  22 .61
$ 22.61
$  22 .61
$  22 .61
$ 22.61

10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%
10.90%

Proposed Rates:
Monthly Minimum: $ 230.03



Pima Utility Company _ Sewer Division
Bill Comparison of Present and Proposed Rates

Customer Classification Effluent
Test Year Ended December 31, 2015

Exhibit
Schedule H-4
Page 7
Witness: Bourassa

Present
M8392

Proposed
M

Dollar
Increase

Percent
Increase

$ s

$ 180.00
Present Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons 0.51

$ 181.11

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

BM
180.00
180.51
181 .02
181.53
182.04
182.55
183.06
183.57
184.08
184.59
185.10
186.12
187.14
188.16
189.18
190.20
192.75
195.30
197.85
200.40
202.95
205.50
210.60
215.70
220.80
225.90
231.00

181 .11
181 .67
182.24
182.81
183.37
183.94
184.50
185.07
185.63
186.20
186.76
187.90
189.03
190.16
191.29
192.42
195.25
198.08
200.90
203.73
206.56
209.39
215.04
220.70
226.36
232.01
237.67

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1.11
1.16
1.22
1.28
1.33
1.39
1.44
1.50
1.55
1.61
1.66
1.78
1.89
2.00
2.11
2.22
2.50
2.78
3.05
3.33
3.61
3.89
4.44
5.00
5.56
6.11
6.67

0.62%
0.65%
0.67%
0.70%
0.73%
0.76%
0.79%
0.82%
0.84%
0.87%
0.90%
0.95%
1.01 %
1.06%
1.12%
1.17%
1.30%
1 .42%
1 .54%
1 .66%
1.78%
1.89%
2.11%
2.32%
2.52%
2.71%
2.89%

Proposed Rates:
Monthly Minimum:
Gallons in Minimum
Charge Per 1,000 Gallons 0.57

Average Usage
6,985,145 $

Median Usage
5,365,000 $

3,742,42 $ 4,131.84 $ 389.41 10.41%

2,916.15 s  3 ,215.50  $ 299.35 10.27%

l Lu



Usage
From:

1
1,001
2,001
3,001
4,001
s,oo1
6,001
7,001
2,001
9,001

10,001
12,001
14,001
16,001
18,001
20,001
25,001
30,001
35.001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

Pima Utility Company - Sewer Division
Test Year Ended December31, 2015

CustomerCiassi6cation Residential 5/8x3/4 Inch Meter

Usage
To:

1,000
2,000
3,000
4,000
s,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

Much
Rf

.Lam
9,747

Month
of

Ben
9,756

Month
of

Mac
9,783

Month
of

Ant
9,785

Month
Of

MB!
9,770

Month
of

.Lim
9769

Month
Of

JJJ1
9,758

Month
of

Aus
9,764

Month
of

San
9,761

Exhibit
Schedule H-5
Page 1
Wi!Fl€ss: Bourassa

Month
of

QQ
9,760

Month
Of

Ma l
9,765

Month
of

D o
9,765

Tota\
Xsai
117,183

Cumuli
active.

117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183
117,183

Totals 9,747 9,756 9,783 9,785 9,770 9,769 9,758 9,764 9,761 9,765 117,1839,760 9,765
Average Usage
Median Usage
Average # Customers
Change in Number of Customers

9,765
18



Usage
From:

1
1,001
2,001
3,001
4,001
5,001
6,001
7,001
8,001
9,001

10,001
12,001
14,001
16,001
18,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

Pima Utility Company - Sewer Division
Test Year Ended December 31, 2015

Customer Classification Residential 1 Inch Meter

Usage
To:

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
50,000
70,000
80,000
90,000

100,000

Month
of

Jan
217

Month
of

Es-:D
217

Month
of

M81
219

Month
of

A01
219

Month
of

MQ!
222

Month
of

JJLH
223

Month
of

220

Month
of

841
220

Month
of

Sen
222

Exhibit
Schedule H-5
Page 2
Witness: Bourassa

Month
of

QQ
221

Month
of

ND!
221

Month
of

DQQ
223

Total
Rea;

2,644

Cumul-
ative

Billing
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644
2,644

Totals 217 217 219 219 222 223 220 221 223 2,644220 222 221
Average Usage
Median Usage
Average # Customers
Change in Number of Customers

220
6



Usage
From:

1.001
2,001
3,001
4,001
5,001
s,001
7,001
8,001
9,001

10,001
12,001
14,001
16,001
18,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

1

Customer Classification Residential 5/8x3/4 Inch Meier

Usage
To:

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

Pima Utility Company- Sewer Division
Test Year Ended December 31, 2015

Month
of

,Lam
22

Month
of

E912
23

Month
of

MBI
23

Month
of

Ann
23

Month
of

M i !
23

Month
of

fun
23

Month
Of

J.U1
23

Month
of

Aug
23

Month
of

men
23

Exhibit
Schedule H-5
Page 3
Vwtness: Bourassa

Month
of

QC!
23

Month
of

M y
23

Month
of

MS:
23

Total
Year

275

Cumul-
ative
. .

275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275
275

Totals 23 23 23__ 23 _ 23 23 23- 23 _pa 275___ 23 _ _23
Average Usage
Median Usage
Average # Customers
Change in Number of Customers

23
1



Pima Utility Company - Sewer Division
Test Year Ended December 31, 2015

CustomerCiassification Commercial 3/4 \richMeter

Exhibit
Schedule H-5
Page 4
Witness: Bourassa

Usage
From:

Us a ge
To:

Month
of

Jan

Month
of

Een

Month
of

Mar

Month
of

Ant

Month
of

M i l !

Month
of

.Lim

Month
of

JJ.Ll

Month
of

Al-IQ

Month
of

s en

Month
of

QQ!

Month
of

De ;
Total
Xear

3 3 3 3 3 3 3 3 3 3

Month
of

NQM
3 3

1
1,001
2,001
3,001
4,001
5,001
6,001
7,001
8,001
9,001

10,001
12,001
14,001
16,001
18,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

1,000
2,000
3.000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

Tota ls 3 3 3 3 3 3 3 3 3 3 3- nu 3
Average Usage
MedianUsage
Average # Customers
Change in Number of Customers



Usage
From:

1
1,001
2,001
3,001
4,001
5,001
6,001
7,001
8,001
9,001

10,001
12,001
14,001
10,001
18,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

Usage
To:

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
00,000

100.000

Pima Utility Company - Sewer Division
Test Year Ended December31, 2015

Customer Ciassitication Commerciai 1 Inch Meter

Month
of

Jan
21

Month
of

E212
22

Month
of

Mar
22

Month
Of

Arr
22

Month
of

M3¥
22

Month
of

Jun
22

Month
of
Jul

23

Month
of

Aug
23

Month
of

S.en
22

Exhibit
Schedule H-5
Page 5
Witness: Bourassa

Month
of

Q u
23

Month
of

U p
23

Month
of

Des:
23

Total
l e a :

268

Totals 21 22 22 22 22 22 23 23 23 26822 23 23
Average Usage
Median Usage
Average # Customers
Change in Number of Customers

22
2

I



Usage
From:

1,001
2,001
3,001
4,001
s,001
6,001
7,001
8,001
9,001

10,001
12,001
14,001
10,001
18,001
20,001
z5,001
30,001
35,001
40,001
45.001
50,001
60,001
70,001
80,001
90,001

1 1,000
2,000
3,000
4,000
s,000
0,000
7,000
8,000
9,000

10,000
12,000
14,000
1s,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000

Usage
To:

Customer Classification

Pima Utility Company - Sewer Division
Test Year Ended December 31, 2015

Month
of

,Lau
10

Month
of

£89
10

Month
of

Meg
10

Commercial 1.5 Inch Meter

Month
of

ADL
10

Month
of

MB!
10

Month
of

.um
10

Month
of

,nu
10

Month
of

eu
10

Month
of

59:2
11

Exhibit
Schedule H-5
Page 6
Witness: Bourassa

Month
of

QQ
11

Month
of

MQ!
11

Month
of

D o
12

Total
l e a ;

125

Cumul-
ative
. .

125
125
125
12s
125
125
125
125
125
125
125
125
125
125
125
12s
125
125
125
125
125
125
125
125
125
125
125
125

Totals 10 10 _ 10 - 10 -IQ 10 10 19_ - 11 12511 11 1 12

.Average Usage
Median Usage
Average # Customers
Change in Number of Customers

10
2



Usage
From:

1,001
2,001
3,001
4,001
5,001
5,001
7,001
8.001
9.001

10,001
12,001
14,001
15,001
18,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60,001
70,001
80,001
90,001

'I

Usage
To:

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25.000
30,000
35,000
40,000
45,000
50,000
00,000
70,000
80,000
90,000

100,000

Pima Utility Company - Sewer Division
Test Year Ended December 31, 2015

Customer Classification Commerical 2 Inch Meter

Month
of

,Lam
49

Month
of

C b
50

Month
of

M y
50

Month
Of

Am
48

Month
of

M i !
48

Month
Of

JLLQ
48

Month
of

, m
49

Month
Of

819
49

Month
Of

a w
48

Exhibit
Schedule H-5
Page 7
Witness: Bourassa

Month
of

Qc;
49

Month
of

NW
49

Month
of

Dm;
49

Total
l e a :

58B

Cumul-
ative

alm a
586
586
586
586
586
586
586
586
586
586
586
586
586
586
585
586
586
586
586
586
586
586
586
586
586
586
586
586

TD(31S 49 50 50 48 48 48 49 49 48 49 49 58649
Average Usage
Median Usage
Average # Customers
Change in Number of Customers

49

I



Usage
From:

Usage
To:

pima Utlllty Company - Sawer Dwislon
Test Year Ended December 31, 2015

Customer Classification Effluent

Month
of

Jan

Month
of

Eel!

Month
of

MBI

Month
of

Am

Month
of

M i !

Month
of

.um

Month
of

.GUi

Month
of

AUS

Month
of

S92

Exhibit
Schedule H-5
Page 7
Witness: Bourassa

Month
of

Q53

Month
of

Nax

Month
of

D82
1

Total
XMI

1

Cumul-
ative

GAIN (1 .0f}0%l

1
1

1

1

1
1

1

1

1

1

1

1

1

1
1

1
1

1
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1,001
2,001
3,001
4,001
5,001
6,001
7,001
8,001
9,001

10,001
12,001
14,001
16,001
18,001
20,001
25,001
30,001
35,001
40,001
45,001
50,001
60001
70,001
80,001
90,001

923,000
1,082,000
1,501 ,060
1,940,000
2,179,000
2,316,000
2,451 ,000
2,833,000
3,780,000
4,261 ,000
4,646,000
4,837,000
5,320,000
5,410,000
5,623,000
5,626,000
6,815,000
8,000,000

10,640,000
11,000,000
13,690,000
13,712,000
15,148,000
15,955,000
18,545,000
21 ,000,000
21 ,706,000

5,045,000

2,000
3.000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000

100,000
923,000

1,082,000
1,501 060
1,940,000
2,179,000
2,316,000
2,451 ,000
2,833,000
3,780,000
4,261 ,000
4,646,000
4,837,000
5,320,000
5,410,000
5,623,000
5,626,000
6,815,000
8,000,000

10,640,000
11,000,000
13,690,000
13,712,000
15,148,000
15,955,000
18,545,000
21 ,000,000
21 ,706,000

5,645,000
1

1

1

1

Cumul-
alive
. .

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
2
3
4
5
e
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
26
27
28
28

923
2,005
3,506
5,446
7,625
9,941

12,392
15,225
19,005
23,266
27.912
32,749
38,069
43,479
49,102
54,728
61 ,543
69,543
80.183
91 ,183

104,873
118,585
133,733
149,688
168,233
168,233
189,939
195,584
195,584

HI



Usage
From :

Usage
To:

Month
of

Jan

Month
of

Eth

Month
of

Mar

M0mh
of

ADI

Month
of

M§¥

Munch
of

AW

Month
of

Sin

Witness: Bourassa

Mol'llh
of

QC!

Month
of

N91

Month
of

Qs ;
Total
l e a :

Cumul-
alive

Gals (1 .000s_)

Totals 3 1 2 2 2

Month
of

,um

2

Mon\h
of

ital

3 2 2 2
Average Usage
Median Usage
Average # Customers
Change in Number of Customers

3 4 28
6,985,145
5,365,000

2
1

Cumul-
ative

Billing
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I.

Q.

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.

Q. ARE YOU THE SAME THOMAS J. BOURASSA THAT FILED DIRECT

TESTIMONY ON RATE BASE, INCOME STATEMENT, REVENUE

REQUIREMENT AND RATE DESIGN IN THIS DOCKET?

Yes. I have prepared a separate volume of my direct testimony covering rate base,

income statement, revenue requirement and rate design, along with the A-F and H

schedules,  for Applicant  Pima Ut ility Company ("Pima" or "Company").

Testimony regarding my background and qualifications is contained in that volume

of my direct testimony. In this portion of my direct testimony, I address the cost of

capital for Pima.

11.

Q ,

SUMMARY OF TESTIMONY AND THE PROPOSED COST OF CAPITAL

WHAT IS THE PURPOSE OF THIS PORTION OF YOUR DIRECT

TESTIMONY?

A. I will testify in support of the proposed rate of return on Pima's fair value rate base

("FVRB"). I am sponsoring the D Schedules, which are attached to this testimony,

Q-

along with Exhibits TJB-COC-DT1 and TJB-COC-DT2 discussed herein.

PLEASE SUMMARIZE YOUR COST OF CAPITAL TESTIMONY.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

I have determined that the cost of equity for the publicly traded water utilities is

10.1 percent. After considering the differences in business and financial risk

between Pima and the publicly traded water utilities, I have found that the cost of

equity for Pima is 11.2 percent.

SHAPIRO LAW FIRM
A PRDFESSIONAL CORPORATION

A.

A.

A.

1



Q- OKAY, THANK YOU MR. BOURASSA. WHAT IS PIMA'S CAPITAL

STRUCTURE?

The actual capital structure for Pima at the end of the test year (December 31,

2015) was 27.61 percent debt and 72.39 percent equity. However, Pima is

currently requesting approval of new long-term debt, which will bring the debt and

equity proportions to approximately 35 percent debt and 65 percent equity.

Therefore, I am assuming a capital structure consisting of 35 percent debt and 65

percent equity for Pima for purposes of my analysis and recommendations.

Q. WHAT COST OF DEBT DID YOU UTILIZE?

I used a cost of debt equal to 3.42 percent. The cost of debt is based upon the

current 5-year LIBOR rate plus two percent,1

Q. WHAT ABOUT THE WEIGHTED AVERAGE COST OF CAPITAL?

Pima's weighted average cost of capital is 8.48 percent

Q. PLEASE SUMMARIZE THE APPROACH YOU USED TO ESTIMATE

THE COST OF EQUITY.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

The cost of equity for Pima cannot be estimated directly because the equity is not

in the form of a publicly traded security and there is no market data. Consequently,

I applied market based models (Discounted Cash Flow ("DCF"), Risk Premium

Model ("RPM"), and Capital Asset Pricing Model ("CAPM")) using data from a

sample of water utilities selected from the Value Line Investment Survey and then

determined the difference in risk between Pima and the publicly traded water

utilities. Remploy two versions of the DCF - one using analyst forecasts of growth

and one using both analyst forecasts of growth and historical growth estimates.

1  T his  is  t he  int e r es t  r a t e  g iven in t he  Co mIpans  co nt empla t ed  financ ing .
See Application (Financing) filed October 20, 2016 in ac et Nos. SW-02199A_16_0380
and W-02199A-16-0381 (consolidated).
2 Schedule D-l.

SHAPIR() LAW FIRM
A PnonzssIonu.CORPOrATiON
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A.

A.

A.
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

21

2 2

2 3

2 4

25

2 6

Additiona lly, e mploy th re e  ve rs ions  o f the  CAP M - a  tra d itiona l CAP M, a n

e mpirica l CAP M, a nd a  modifie d CAP M. I will de s cribe  the  DCF a nd CAP M, a s

we ll a s  the  RP M, la te r in my te s timony.

The re  a re  s e ve n publicly tra de d wa te r utilitie s  in  my wa te r proxy group:

Ame rica n S ta te s  Wa te r, Aqua  Ame rica , Ca lifornia  Wa te r, Conne cticut Wa te r,

Middle se x Wa te r, S JW Corp., a nd York Wa te r Compa ny. As  e xpla ine d la te r in my

te s timony, the s e  compa nie s  a re n 't re a lly compa ra ble  to  P ima , but the  publicly

tra de d u tilitie s  a re  u tilitie s  with  a va ila ble  ma rke t da ta , a nd the y a re  the  s a me

proxie s  the  Commis s ion's  Utilitie s  Divis ion S ta ff ha s  re lie d on for da ta  on wa te r

utilitie s  in a  number of recent wa te r and sewer utility ra te  ca se s .

Cons is te nt with my pa s t pra ctice , a nd the  Commis s ion's  pa s t pra ctice s  in

prior ra te  ca s e s , my s pe cifica tion of the  DCF mode l is  ba s e d on his torica l growth

a nd a na lys ts ' growth proje ctions , curre nt indica te d a nnua l divide nds , a nd a ctua l

s tock price  in forma tion . S imila rly, my C AP M a pproa ch is  s pe cifie d with a ctua l

a nd proje cte d ma rke t da ta  with re s pe ct to Tre a s ury yie lds , Be ta  e s tima te s  from

Value  Line ,3 a nd ma rke t risk pre mie r da ta  from Duff & P he lps 4 a nd Va lue  Line .

My RP M a pp roa ch  is  ba s e d  upon  compa ring  h is to rica l to ta l ma rke t re tu rn s

obta ine d from Va lue  Line with his torica l Tre a sury yie lds .

In a sse ss ing the  re sults  of my DCF, CAPM, and RPM ana lyse s , I cons ide red

se ve ra l spe cific risk tre nds , including the  e ffe ct of a  pote ntia l ris e  in inte re s t ra te s .

In my vie w, this  a pproa ch a ppropria te ly ba la nce s  pra ctica l conce rns  re ga rding

ce rta in unde rlying a s s umptions  a s s ocia te d with e a ch me thodology or a pproa ch

used to de te rmine  a  cos t of equity.

I

3 Va lue  Line Inve s tm e nt Ana lyze r.

4  Du ff & P h e lp s ,  LLC .  2 0 1 5 Va lu a tio n  Ha n d b o o k; G u id e  to  C o s t o f C a p ita l. Ho b o ke n ,
NJ : J ohn Wile y a nd S ons , 2015 ("Du ]j'& P h e lp s ") .
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Q. DID YOU CONSIDER OTHER FACTORS, IN ADDITION TO THE

ANALYSES DESCRIBED ABOVE, IN ORDER TO DETERMINE THE

APPROPRIATE ROE?

Ye s , in a ddition to the  thre e  dis tinct a na lys e s  dis cus s e d a bove , I cons ide re d the

following: (1) the  e conomic conditions  e xpe cte d to  pre va il during the  pe riod in

which  ne w ra te s  will be  in  e ffe c t,  (2 ) the  fina nc ia l ris ks  a s s oc ia te d  with  the

proposed pro Toma  capita l s tructure s , (3) the  incrementa l bus iness  risks  a ssocia ted

with the  sma ll s ize , and (4) an a sse ssment of the  bus iness  risks  a ssocia ted re la tive

to the  la rge  publicly tra de d utilitie s . I cons ide re d e xplicit a djus tme nts  to my ROE

es tima te s  for the se  factors  and I did take  them into cons ide ra tion when de te rmining

whe re , within a  re a s ona ble  ra nge  of a na lytica l re s ults  from the  DCF, CAP M a nd

RP M me thods ,  the  re qu ire d  ROE righ tly fa lls . As  e xp la ine d  e a rlie r,  I a ls o

cons ide re d the  Luiique  Arizona  re gula tory e nvironme nt a nd the  inhe re nt limita tions

faced by utilitie s  ope ra ting in this  s ta te .

111. OVERVIEW OF THE RELATIONSHIP
EXPECTED RETURN ON INVESTMENT

BETWEEN RISK AND THE
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Q. WHAT EXACTLY IS THE COST OF EQUITY?

The  cos t of e quity is  the  ra te  of re turn tha t e quity inve s tors  e xpe ct to re ce ive  on

the ir inve s tme nt. Inve s tors  ca n choos e  from nume rous  inve s tme nt options , not

s imply publicly tra de d s tock. Inve s tme nts  ha ve  va rying de gre e s  of ris k, ra nging

from re la tive ly low risk a s se ts  such a s  Tre a sury se curitie s  to some wha t highe r risk

corpora te  bonds  to e ve n highe r risk common s tocks . As  the  le ve l of risk incre a se s ,

inve s tors  re quire  highe r re turns  on the ir inve s tme nt. The  cos t of e quity is  the re fore

the  e xpe cte d ra te  of re turn tha t the  ma rke t re quire s  to a ttra ct funds  to a  pa rticula r

inve s tme nt.5 Fina nce  mode ls  tha t a re  us e d to e s tima te  the  cos t of e quity re ly on

5 Pra tt, Shannon P . and Grabowski, Roger J . Cos t of ca pita l: Applica tions  a nd Exa mple s ,
SHAPIRO LAW FIRM
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this basic concept.

Q. CAN YOU ILLUSTRATE THE CAPITAL MARKET RISK-RETURN

CONCEPT?

Yes. The following graph depicts the risk-return relationship that has become

widely known as the Capital Market Line ("CML"). The CML illustrates in a

general way the risk-retum relationship.

The Capital Market Line (CML)

Expected Rate of
Return
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The CIVIL can be viewed as a continuum of the available investment opportunities

for investors. Investment risk increases as you move upward and to the right along

the CML. Again, the return required by investors increases with the risk.

FWIQ Edition. Hoboke n, NJ : J ohn Wile y a nd S ons , 2014, p. 2 .
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Q- How DOES THE RISK-RETURN TRADE OFF CONCEPT WORK IN

THE CAPITAL MARKET?

As  indica te d by the  CML, the  a lloca tion of ca pita l in  a  fre e  ma rke t e conomy is

b a s e d  u p o n  th e  re la tive  ris k o f a n d  e xp e c te d  re tu rn  fro m,  a n  in ve s tme n t.

In ge ne ra l, inve s tors  ra nk inve s tme nt opportunitie s  in the  orde r of the ir re la tive

ris ks . Inve s tme nt a lte rna tive s  in which the  e xpe cte d re turn is  comme ns ura te  with

the  pe rce ive d ris k be come  via ble  inve s tme nt options . If a ll othe r fa ctors  re ma in

e qua l, the  gre a te r the  ris k, the  highe r the  ra te  of re turn inve s tors  will re quire  to

compe nsa te  the m for the  poss ibility of los s  of e ithe r the  principa l a mount inve s te d

or the  expected annua l income from such inves tment.

S hort-te rm Tre a sury bills  provide  a  high de gre e  of ce rta inty, a nd in nomina l

te rms  (a fte r cons ide ring infla tion) a re  cons ide re d virtua lly ris k fre e . Long-te rm

bonds  a nd pre fe rre d s tocks , ha ving priority cla ims  to  a s s e ts  a nd fixe d income

pa yme nts , a re  re la tive ly low ris k, but a re  not ris k fre e . The  ma rke t va lue s  of long-

te rm bonds  often fluctua te  when gove rnment policie s  or othe r factors  cause  inte re s t

ra te s  to cha nge . Common s tocks  a re  highe r a nd fa rthe r to the  right on the  CML

continuum because  they a re  exposed to more  risk. Common s tock risk includes  the

na ture  of the  unde rlying bus ine s s  a nd fina ncia l s tre ngth of the  is suing corpora tion

as  well as  marke t-wide  factors , such as  genera l changes  in capita l costs .

The  capita l marke ts  re flect inves tor expecta tions  and requirements  each day

through ma rke t price s . P rice s  for s tocks  a nd bonds  cha nge  to re fle ct inve s tor

e xpe cta tions  a nd the  re la tive  a ttra ctive ne s s  of one  inve s tme nt re la tive  to othe rs .

While  the  e xa mple  provide d a bove  s e e ms  s tra ightforwa rd, re turns  on common

stocks  a re  not directly obse rvable  in advance , in contras t to debt or pre fe rred s tocks

with fixe d pa yme nt te rms . This  me a ns  tha t the s e  re turns  mus t be  e s tima te d from

ma rke t da ta . Es tima ting the  cos t of e quity ca pita l s hould be  a  ma tte r of informe d
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judgment about the  re la tive  risk of the  inves tment in ques tion and the  expected ra te

of re turn cha ra cte ris tics  of othe r a lte rna tive  inve s tme nts . It is n't s ufficie nt, in my

view, to s imply run a  financia l mode l and jus t uncritica lly a ccept the  re sults  .

The  e s tima tion  o f a  u tility's  cos t o f e qu ity is  comple x. It re qu ire s  a n

a na lys is  of the  fa ctors  influe ncing the  cos t of va rious  type s  of ca pita l, s uch a s

inte re s t on long-te rm de bt, divide nds  on pre fe rre d s tock, a nd e a rnings  on common

e quity. The  da ta  for s uch a n  a na lys is  come s  from highly compe titive  ca pita l

ma rke ts , whe re  the  firm ra ise s  funds  by is suing common s tock, s e lling bonds , a nd

b o rro win g  (b o th  lo n g -te rm a n d  s h o rt-te rm) fro m b a n ks  a n d  o th e r fin a n c ia l

ins titutions . In the  ca pita l ma rke ts , the  cos t of ca pita l, whe the r the  ca pita l is  in the

form of de bt or e quity, is  de te rmine d by two importa nt fa ctors : (l) the  pure  or re a l

ra te  of inte re s t, ofte n ca lle d the  risk-fre e  ra te  of inte re s t, a nd (2) the  unce rta inty or

ris k pre mium (the  compe ns a tion the  inve s tor re quire s  ove r a nd a bove  the  re a l or

pure  ra te  of inte re s t for subje cting his  ca pita l to a dditiona l risk).

Q~ PLEASE DISCUSS THESE FACTORS IN GREATER DETAIL.
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I

The pure rate  of interest essentially reflects  both the time preference for and the

productivity of ca pita l. From the  s ta ndpoint of the  individua l, it is  the  ra te  of

interest required to induce the individual to forgo present consumption and offer

the funds thus saved to others  for a  specified length of time. Moreover, the  pure

rate of interest concept is based on the assumption that no uncertainty affects the

investment undertaken by the  individual, i.e ., there  is  no doubt that the  periodic

interest payments  will be  made and the  principal re turned a t the  end of the  time

period. In reality, investments without any risk do not exist. Every commitment of

funds involves some degree of uncertainty.

Turning to the  second factor a ffecting the  cos t of capita l, it is  genera lly

accepted that the higher the degree of uncertainty, the higher the cost of capital.
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Inves tors  a re  rega rded a s  risk ave rse  and require  tha t the  ra te  of re turn increase  a s

the  risk(s ) (unce rta inty) a ssocia ted with an inves tment increase (s ).

Q- C AN YO U P R O VID E  S O ME  P E R S P E C T IVE  O N YO UR  P R E VIO US

DIS CUS S IO N WITH RE S P E CT TO  RE TURNS  O N CO MMO N S TO CKS ?

Ye s . Conce ptua lly,

[1 ] Re quire d Re turn for
Common S tocks

Re turn on a
r1s k-free  a s s e t + Ris k P re mium

whe re  the  ris k pre mium inve s tors  re quire  for common s tocks  will be  highe r tha n

the  ris k pre mium the y re quire  for inve s tme nt gra de  bonds . This  re la tions hip is

de picte d in the  gra ph of the  CML a bove . As  I will dis cus s  la te r in this  te s timony,

this  concept is  the  bas is  of risk premium methods , such a s  the  CAPM, tha t a re  used

to e s tima te  the  cos t of equity.
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Q. PLEASE DISCUSS IN MORE DETAIL THE IMPACT OF RISK ON

CAPITAL cosTs.

With re fe re nce  to  s pe cific utilitie s , ris k is  ofte n dis cus s e d a s  cons is ting of two

sepa ra te  types  of risk: bus ine ss  risk and financia l risk.

Bus iness  risk, the  bas ic risk a ssocia ted with any bus iness  unde rtaking, is  the

unce rta inty a ssocia te d with the  e nte rprise 's  da y-to-da y ope ra tions . In e sse nce , it is

a  function  o f the  norma l da y-to -da y bus ine s s  e nvironme nt, bo th  loca lly a nd

na tiona lly. Bus ine s s  ris ks  include  the  condition  o f the  e conomy a nd  ca p ita l

ma rke ts , the  s ta te  of la bor ma rke ts , re giona l s ta bility, gove rnme nt re gula tion,

te chnologica l obsole sce nce , a nd othe r s imila r fa ctors  tha t ma y impa ct de ma nd for

the  bus ine s s  product a nd its  cos t of production. For utilitie s , bus ine s s  ris k a ls o

include s  the  vola tility of re ve nue s  due  to a bnorma l we a the r conditions , de gre e  of

ope ra tiona l le ve ra ge , re gula tion, a nd re gula tory clima te . Re gula tion, for e xa mple ,

ca n compound the  bus ine s s  risk if it is  unpre dicta ble  in re a cting to cos t incre a se s ,
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both in te rms  of the  time  la g a nd ma gnitude  for re cove ry of such incre a se s . This  is

a  proble m in  Arizona  whe re  re gula tory la g  is  long, which  ma ke s  it d ifficult for

utilitie s  to e a rn the ir a uthorize d re turn, pa rticula rly in a n infla tiona ry e nvironme nt

a nd/or whe n the re  is  s ignifica nt la g be twe e n the  timing of inve s tme nt in ca pita l

proje cts  a nd its  re cognition in ra te s . As  dis cus se d, not only is  Arizona 's  re gula tory

e nvironme nt unique , but the re  a re  limits  on the  Commiss ion's  a uthority to use  the

ma ny tools  a va ila ble  to a me liora te  the  a dve rs e  cons e que nce s  of re gula tory la g.

P ut s imply, the  gre a te r the  de gre e  of unce rta inty re ga rding the s e  va rious  fa ctors

a ffe cting  a  compa ny's  bus ine s s , the  gre a te r the  ris k of a n  inve s tme nt in  tha t

company and the  grea te r the  compensa tion required by the  inves tor.

Fina ncia l risk, on the  othe r ha nd, conce rns  the  dis tribution of bus ine s s  risk

to the  va rious  ca pita l inve s tors  in the  utility. P e rma ne nt ca pita l is  norma lly divide d

in to  th re e  ca te gorie s : long-te rm de b t,  p re fe rre d  s tock, a nd  common  e qu ity.

Be ca use  common e quity owne rs  ha ve  only a  re s idua l cla im on e a rnings  a fte r de bt

a nd pre fe rre d s tocldiolde rs  a re  pa id, fina ncia l risk te nds  to be  conce ntra te d in tha t

e le me nt of the  firm's  ca pita l. Thus , a  de cis ion by ma na ge me nt to ra is e  a dditiona l

ca pita l by is s uing a dditiona l de bt conce ntra te s  e ve n more  of the  fina ncia l ris k of

the  utility in the  common e quity owne rs .

Q- WHAT ARE THE DETERMINANTS OF THE RISK FREE RATE IN

EQUATION [1]?

The  risk-free  ra te  can be  disaggrega ted into a  "rea l" ra te  of inte re s t and an infla tion

pre mium (e xpe cte d future  infla tion).
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Q. WHAT ARE THE DETERMINANTS OF THE REQUIRED RISK

PREMIUM FROM EQUATION [1] ABOVE?

The  risk pre mium ca n be  disa ggre ga te d into five  ge ne ra l compone nts : (1) Inte re s t

Ra te  R is k; (2 ) Bu s in e s s  R is k; (3 ) Re g u la to ry Ris k,  (4 ) F in a n c ia l R is k; a n d
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(5) Liquidity Ris k.6

Inte re s t Ra te  Ris k re fe rs  to the  va ria bility in re turn ca us e d by s ubs e que nt

cha nge s  in inte re s t ra te s  a nd s te ms  from the  inve rse  re la tionship be twe e n inte re s t

ra te s  a nd a s s e t price s . For e xa mple , bond price s  fa ll whe n inte re s t ra te s  ris e  a nd

vice  ve rsa .

Bus iness  risk, the  bas ic risk a ssocia ted with any bus iness  unde rtaking, is  the

unce rta inty a s socia te d with die  e nte rprise 's  da y-to-da y ope ra tions . In e s se nce , it is

a  function  o f the  norma l da y-to -da y bus ine s s  e nvironme nt, bo th  loca lly a nd

na tiona lly,  tha t incre a s e s  the  p roba b ility tha t e xpe c te d  fu tu re  income  flows

a ccruing to inve s tors  might not be  re a lize d. Bus ine s s  risks  include  the  condition of

the  e conomy a nd ca pita l ma rke ts , the  s ta te  of la bor ma rke ts , re giona l s ta bility,

te chnologica l obs ole s ce nce , de gre e  of compe tition, s a le s  vola tility, gove rnme nt

re gula tion, a nd othe r s imila r fa ctors  tha t ma y impa ct de ma nd for the  bus ine s s

product a nd its  cos t of production. For utilitie s , bus ine s s  ris k a ls o include s  the

vola tility o f re ve nue s  due  to  a bnorma l we a the r conditions  a nd  the  de gre e  o f

opera tiona l leve rage .

Re gula tory risk re fe rs  to the  qua lity a nd cons is te ncy of re gula tion a pplie d to

a  give n re gula te d utility. Re gula tory juris dictions  a re  e va lua te d on the  ba s is  of

thre e  ma jor fa ctors : (1 ) e a ta b le  re tu rn  on  e qu ity, (2 ) re gu la to ry qua lity, a nd

(3) re gula tory pra ctice s .7 The s e  thre e  fa ctors  colle ctive ly impa ct a  utility's  a bility

to ca m its  a uthorize d re turn. The  type  of te s t ye a r e mploye d (his torica l or future ),

ca pita l s tructure  a nd ra te  ba se  is sue s , a nd le ngth of re gula tory la g a re  a mong the

re a s ons  a  u tility ma y o r ma y no t ha ve  a  re a s ona b le  oppo rtun ity to  e a rn  its

6 Morin, Dr. Roge r A. Ne w Re gula tory Fina nce . Vie nna , VA: P ublic Utilitie s  Re ports ,
Inc., 2006 ("Morln"), p. 36.

7 Morin, p.43.
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a uthorize d re turn. ha ve  a lre a dy d is cus s e d  the  unique  na ture  of th is  ris k in

Arizona  and will not repea t tha t discuss ion aga in he re .

Fina ncia l risk conce rns  the  dis tribution of bus ine ss  risk to the  va rious  ca pita l

inve s tors  in the  utility a nd re fe rs  to the  a dditiona l va ria bility impa rte d to income

a va ila ble  to common sha re holde rs  s te mming from the  e ntity's  me thod of fina ncing

its  capita l needs . As  I discussed ea rlie r, because  common equity owne rs  have  only

a  re s idua l c la im on  e a rn ings  a fte r de b t a nd  pre fe rre d  s tockholde rs  a re  pa id ,

financia l risk tends  to be  concentra ted in tha t e lement of the  firm's  capita l.

Cons truction ris k is  a n importa nt compone nt of fina ncia l ris k. Cons truction

ris k is  the  ris k of tying ca pita l up in proje cts  tha t a re  not e a rning re turns , or not

having sufficient capita l to build the  a sse ts  needed to keep gene ra ting re turns . If an

e ntity ha s  a  la rge  cons truction budge t re la tive  to inte rna lly ge ne ra te d ca sh flows , it

will re quire  e xte rna l fina ncing, which will a ls o ha ve  a n impa ct on fina ncia l ris k.

It is  importa nt tha t e ntitie s  ha ve  a cce s s  to ca pita l funds  on re a s ona ble  te rms  a nd

conditions .

Utilitie s  a re  more  s us ce ptible  to cons truction ris k for two re a s ons . Firs t,

wa te r a nd wa s te wa te r utilitie s  ge ne ra lly ha ve  high ca pita l re quire me nts  to build

pla nt to s e rve  cus tome rs . S e cond, utilitie s  ha ve  a  ma nda te d obliga tion to s e rve ,

le a ving  le s s  fle xib ility bo th  in  the  timing  a nd  d is cre tion  of s che duling  ca p ita l

pro je cts . This  is  compounde d by the  limite d  a b ility to  wa it for more  fa vora ble

ma rke t conditions  to ra is e  the  ca pita l ne ce s s a ry to fund the  ca pita l proje cts , a nd

the n the  la g be twe e n whe n pla nt ca n be  built a nd whe n ra te s  ca n be  a pprove d to

provide  re turns  on a nd of tha t ca pita l. It is  impe ra tive  tha t the  utility ha s  a cce s s  to

ne e de d ca pita l a nd on re a s ona ble  te rms  a nd conditions . The  re turn a llowe d on

common e quity will ha ve  a  critica l role  in de te nnining those  te rms  a nd conditions .8

I

8 Morin, p. 48.
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Although ofte n dis cus s e d s e pa ra te ly, the  two type s  of ris ks  (bus ine s s  a nd

fina ncia l) a re  inte rre la te d. A s tu d y b y S c o tt a n d  Ma rtin  fo u n d  s ta tis tic a lly

s ignifica nt re s ults  for unre gula te d firms  in twe lve  indus trie s  tha t "s ma lle r e quity

ra tios  (highe r le ve ra ge  us e ) a re  ge ne ra lly a s s ocia te d with la rge r compa nie s ."9

One  should expect unregula ted ente rprise s  to seek the  be s t ba lance  be tween debt

a nd e quity to obta in the  lowe s t ove ra ll cos t of ca pita l. The  findings  of S cott a nd

Ma rtin sugge s t sma lle r firms  found it prude nt to ojjSe t highe r bus iness  risks  re la ted

to be ing s ma ll by re ducing fina ncia l ris k. This  e vide nce  s ugge s ts the  le a s t cos t

e quity ra tio for the s e  two utilitie s  ma y be  bigge r tha n the  a ve ra ge  e quity ra tio for

the  benchmark wa te r proxy group.

Fina lly, Liquidity Ris k re fe rs  to the  a bility to re a dily conve rt a n inve s tme nt

into ca sh without sus ta ining a  los s . Ca pita l ma rke t the ory ge ne ra lly a s sume s  tha t

inve s tme nts  a re  liquid  a nd obs e rva tions  a bout ris k a nd re turn  a re  dra wn from

informa tion  a bout liquid  inve s tme nts . Non-pub lic ly tra de d  o r p riva te ly-he ld

inve s tme nts  posse ss  little  liquidity.

Q. IS INVESTMENT RISK IMPACTED BY COMPANY SIZE?

Ye s . Inve s tme nt risk is  s ize  re la te d.10 In othe r words , inve s tme nt risk incre a se s  a s

compa ny s ize  de cre a s e s ." In ve s tme n t liq u id ity ma y b e  a  s ig n ifica n t fa c to r

e xpla ining this  re la tions hip. Howe ve r, the  illiquidity of s ma lle r s tocks  doe s  not

ca pture  the  s ize  e ffe ct comple te ly.12 S ize  ma y be  a  proxy for one  or more  true

unknown factors  corre la ted with s ize . 13
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S cott, D.F. a nd Ma rtin , J .D., "Indus try Influe nce  on Fina ncia l S tructure ," Fina ncia l
Ma na ge me nt, Spring 1975, pp. 67-71.

10 Morin, p. 49.
ll fa r

12 Du/7& Phe lps , pp. 4-21 - 4-22.

13Duty& P he lps , p.4-25.
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THE MEANING OF "J UST AND REASONABLE" RATE OF RETURN

HAVE THE COURTS SET FORTH ANY CRITERIA THAT GOVERN THE

RATE OF RETURN THAT A UTILITY'S RATES SHOULD PRODUCE?

A. Ye s . In 1923, the  U.S . S upre me  Court s e t forth the  following crite ria  for

determining whether a  ra te  of re turn is  reasonable  in Blue field Water Works  and

Improvement Co. v. Public Service Commission of West Virginia, 262 U.S. 679,

692-93 (1923):

A public  utility is  e ntitle d to s uch ra te s  a s  will pe nni it to
earn a  re turn on the  value
for the convenience of the public equa

country on inves tments

for the  proper discharge  of its  public duties . A ra te  of re turn
may be reasonable at one time and become too

by changes opportunities
money market, and business  conditions generally.

of the  prope rty which it a m la ys
to that generally lining

made  a t the  s ame time and in the  s ame genera l part of the
in other bus iness  undertakings  which

are attended b corresponding risks  and uncertainties The
return should be reasonably sufficient to assure confidence in
the financial soundness  of the utility, and should be adequate,
under efficient and economical management, to maintain and
support its  credit and enable it to raise the money necessary

high or too
for inves tment, thelow affecting

The n, in Federa l P ower Commis s ion v. Hope  Natura l Gas Co., 320 U.S . 591

(1944), the U.S. Supreme Court s tated the following regarding the return to owners

of an entity:
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[T]he  re turn to the  equity owner s hould be  commens ura te
with re turns  on inve s tme nts  in othe r e nte rpris e s  ha ving

Tha t re turn, more ove r, s hould be
sufficient to assure confidence in the financial integrity of the
enterprise, so as  to maintain its  credit and to attract capital.

corres ponding ris ks .

320 U.S. at 603.

In summary, under Hope and Blue field:

(1) The ra te  of re turn should be  s imilar to the  re turn in bus inesses  with

s imilar or comparable risks ,

The  re turn s hould be  s ufficie nt to e ns ure  the  confide nce  in the(2)
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(3)

fina nc ia l in te grity of the  u tility, a nd

The  re tu rn  s hould  be  s uffic ie n t to  ma in ta in  a nd  s upport the  u tility's

c re dit.

Q. HAVE THESE CRITERIA BEEN APPLIED IN REGULATORY

PROCEEDINGS?

Ye s , but the  a pplica tion of the  "re a s ona ble ne s s " crite ria  la id down by the  S upre me

Court ha s  re s u lte d  in  c on trove rs y.  The  typ ic a l me thod  o f c ompu ting  the  ove ra ll

c os t o f c a p ita l is  qu ite  s tra igh tfo rwa rd , it is  the  c ompos ite ,  we igh te d  c os t o f the

va rious  c la s s e s  of ca pita l (de bt, pre fe rre d s tock, a nd common e quity) us e d by the

u tility.  Ca lcu la ting  the  p roportion  tha t e a ch  c la s s  o f c a p ita l be a rs  to  to ta l c a p ita l

doe s  the  we ighting. Howe ve r, the re  is  no cons e ns us  re ga rding the  be s t me thod of

e s tima ting  the  c os t o f e qu ity c a p ita l. The  inc re a s ing  re gu la to ry us e  o f ma rke t-

ba s e d  fina nce  mode ls  in  e quity re turn  de te rmina tions  ha s  not le d  to  a  unive rs a lly

a cce pte d me a ns  of e s tima ting the  ROE. In  a ddition , the  ma rke t-ba s e d re s ults  a re

to o  o fte n  a p p lie d  to  a  b o o k-va lu e  in ve s tm e n t b a s e ,  wh ic h ,  a s will d is c u s s ,

unde rs ta te s  the  re turn  e xpe c te d by inve s tors  who inve s t in  re a l ma rke ts  ba s e d on

I

ma rke t va lue s .

v. PIMA'S ESTIMATED COST OF EQUITY

A. The Publicly Traded Utilities that Comprise the Sample Group Used to
Estimate the Cost of Equity
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Q. PLEASE DESCRIBE THE APPROACH YOU FOLLOWED IN YOUR

COST OF CAPITAL ANALYSIS FOR PIMA.

Again, estimating the cost of equity is a matter of informed judgment.

The development of an appropriate rate of return for a regulated enterprise involves

a determination of the level of risk associated with that enterprise and the

determination of an appropriate return for that risk level. Practitioners employ
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va rious  te chnique s  tha t provide  a  link to a ctua l ca pita l ma rke t da ta  a nd a s s is t in

de fining the  va rious  re la tionships  tha t unde rlie  the  equity cos t e s tima tion process .

P ima  is  not publicly tra de d s o the  informa tion re quire d to dire ctly e s tima te

its  cos t o f e quity is  no t a va ila b le . Accordingly, a s  pre vious ly note d, I us e d a

sa mple  group of wa te r utilitie s a s  a  s ta rting point to de ve lop a n a ppropria te  cos t of

equity for P ima . An ana lys is  of a  proxy group se rves  a s  a  s ta rting point because  no

proxy group is  ide ntica l in ris k to P ima . The re fore , the  proxy group's  re s ults  mus t

be  a djus te d to re fle ct the  unique  re la tive  ris ks , fina ncia l a nd bus ine s s  ris ks  of the

Compa ny, a s  I will discuss  in de ta il be low.
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Q. WHIC H C O MP ANIE S  C O MP R IS E  YO UR  S AMP LE  G R O UP  AG AIN?

For the  th re e  mode ls  e mploye d  in  my a na lys is , I us e d  da ta  from a  s a mple  of

pub lic ly tra de d  wa te r u tilitie s ,  o r p roxy g roup , s e le c te d  from the Va lue  Line

Investment Survey as  a s ta rting point. The re  a re  s e ve n wa te r utilitie s  in my sa mple :

Ame rica n  S ta te s  Wa te r ("AWR"),  Aqua  Ame rica  ("WTR"),  Ca lifo rn ia  Wa te r

Compa ny ("CWT"), Conne cticut Wa te r ("CTWS "), Middle s e x Wa te r ("MS EX"),

S J W Corp. ("S J W"), a nd York Wa te r Compa ny ("YORW").

The  ba s is  of se le ction for the  proxy group of se ve n wa te r compa nie s  wa s  to

se le ct those  compa nie s  tha t me e t the  following crite ria : (1) the y a re  include d in the

Wa te r Compa ny Group of AUS  Utility Re ports  (S e pte mbe r 2016), (2) the y a re

followe d by the  Va lue  Line  Inve s tme nt S urve y, (3) the y ha ve  a t le a s t te n ye a rs  of

his torica l fina ncia l a nd ma rke t informa tion, (4) the y ha ve a  Va lue  Line  a djus te d

be ta , (5) the y ha ve  not cut or omitte d the ir common divide nds  during the  five  ye a rs

e nding 2015 or through the  time  of the  pre pa ra tion of this  te s timony, (6) the y ha ve

60 pe rce nt or gre a te r of 2015 tota l ne t ope ra ting income  de rive d from re gula te d

wa te r ope ra tions , a nd (7) a t the  time  of the  pre pa ra tion of this  te s timony, the y ha d

not publicly a nnounce d tha t the y we re  involve d in a ny ma jor me rge r or a cquis ition
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activity.

Q~ BUT THE WATER UTILITIES IN YOUR SAMPLE ARE NOT DIRECTLY

COMPARABLE TO PIMA?

That is correct. However, they are utilities for which market data is available. All

of them are regulated, they primarily provide water service, although some provide

both water and wastewater services, and their primary source of revenues is from

regulated services. Therefore, they provide a useful starting point for developing a

cost  of equity for Pima, recognizing that  the proxy group is not  perfect ly

comparable.
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Q. BRIEFLY, WHY IS A PROXY GROUP NECESSARY FOR COMPARISON

IN A COST OF CAPITAL ANALYSIS?

First, a fair rate of return for a specific utility is the return required by investors to

hold correspondingly risky assets. Market data for a sample of comparable risk

companies provides insight into the investors' required return, and that satisfies the

U.S. Supreme Court's decisions in Blue field and Hope, which I discussed earlier.

The comparable earnings standard set forth in the Hope and Blues?eld decisions

requires that the rate of return afforded to utilities be similar to the return in

businesses with similar or comparable risks. It follows that a proxy group of

companies with comparable risk is the starting point in a cost of capital analysis.

Second, a primary objective of rate regulation is to determine an authorized

ROE that is both fair to customers and provides satisfactory returns for the subject

utility. The best estimate of that ROE is the cost of equity for Pima. The cost of

equity is a cost of service fairly recovered from customers through rates. It is also

satisfactory to investors in Pima, because it is commensurate with returns an

investor in these utilities would expect to earn from investments of comparable

risk. To estimate the cost of equity requires market data that reveal investor-
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1

required returns. But Pima is not publicly traded so there is no market information

to determine the cost of equity. This necessitates the selection of a proxy group.

Q. THANK yo u . CAN YOU PLEASE PROVIDE A GENERAL

DESCRIPTION OF THE WATER UTILITIES IN YOUR SAMPLE?
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Yes. Schedule D-4.2 lists the percentages of regulated revenues, operating

revenues, net plant, S&P bond ratings, allowed ROEs, Value Line betas, market

capitalization, and market size category for the seven water utilities. Comparative

data for Pima is also shown in Schedule D-4.2. The seven sample companies may

be generally described as follows:

(1) American States Water (AWR) primarily serves the California

market through Golden State Water Company, which provides water

services to over 256,000 customers within 75 communit ies in

10 counties in the State of California, primarily in Los Angeles,

San Bernardino, and Orange counties. AWR also owns an electric

utility service provider, Bear Valley Electric Service, with over

23,600 customers. AWR also provides contractual services to the

U.S. government and private entities located in 5 states through its

subsidiary, American States Utility Services. Total operating

revenues for AWR are nearly $465 million and net plant is nearly

$999 million.

Aqua America (WTR) owns regulated utilities in Pennsylvania,

Ohio, North Carolina, Illinois, Texas, New Jersey, Indiana, and

Virginia, serving nearly 940,000 customers. WTR's utility base is

diversified among resident ial water ,  commercial water ,  t ire

protection, industrial water, other water, and wastewater customers.

Total operating revenues for WTR are nearly $780 million and net

(2)
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(3)

pla nt is  ove r $4.4 billion.

Ca lifornia  Wa tf-m S e rvice _ Gr_Qup _(CWI) o wn s  s u b s id ia rie s  in

Ca liforn ia , Ne w Me xico , Wa s hington , a nd  Ha wa ii s e rving  ne a rly

506,000 cus tome rs . CWT a ls o owns  HWS  Utility S e rvice s , which

conducts  CWT's  non-re gula te d bus ine s s . The s e  s e rvice s  include

b illing , wa te r qua lity te s ting , a nd  wa te r a nd  wa s te wa te r s ys te m

ope ra tions  a nd ma na ge me nt se rvice s  to citie s  a nd othe r compa nie s

Ope ra ting re ve nue s  for CWT a re  ne a rly $598 million a nd ne t pla nt is

ne a rly $1 .6 billion.

(4) Cqnnecgicut _Water_ S e rvice ;

(5)
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(6)

(CTWS ) owns subs idia rie s in

Conne cticut a nd Ma ine  se rving ove r 123,000 cus tome rs . CTWS a lso

provide s  utility ope ra ting s e rvice s  unde r contra ct to municipa litie s

a nd othe r wa te r sys te ms . Re ve nue s  for CTWS a re  ne a rly $95 million

a nd ne t pla nt is  ne a rly $495 million.

Midd le s e x Wa te r (MS EX) owns  s ubs idia rie s  in  Ne w J e rs e y, a nd

De laware  se rving ove r 100,000 cus tomers  and provides  wa te r se rvice

unde r con tra ct to  municipa litie s  in  ce n tra l Ne w J e rs e y s e wing  a

popula tion of 219,000. Ope ra ting re ve nue s  for MS EX a re  ove r $117

million a nd ne t pla nt is  ove r $465 million.

S JW Corp. (S JV10 owns  S a n  J os e  Wa te r, which  provide s  wa te r

s e rvice  in  a  138  s qua re  mile  a re a  in  S a n  J os e ,  Ca lifo rn ia ,  a nd

s urrounding communitie s  s e rving ne a rly 229,000 cus tome rs . SJW

a ls o  o wn s  o p e ra tio n s  in  Te xa s  s e rvin g  a p p ro xima te ly 1 2 ,0 0 0

conne ctions . S a n Jose  Wa te r Compa ny a lso provide s  non-re gula te d

s e rvice s  unde r a gre e me nts  with municipa litie s  a nd othe r utilitie s

Ope ra ting re ve nue s  for S JW a re  ne a rly $318 million a nd ne t pla nt is

SHAPIRO LAW FIRM
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(7)

nearly $944 million.

York Water Company (YORW) provides water service in the state of

Pennsylvania serving over 65,000 water and wastewater customers in

more  than 47 communitie s . Opera ting revenues  for YORW are

nearly $46 million and net plant is nearly $250 million.

Q- ANY OF THE SAMPLE COMPANIES HAVE OPERATIONS IN

ARIZONA?

DO

No, and that's just one of several reasons why the publicly traded utilities are very

different from Pima. The utilities in the water proxy group are much larger and,

according to the empirical financial data, they are less risky than Pima. Pima is

much smaller with fewer customers, a relatively small and limited service territory,

far less revenues and far less net plant. At the end of the test year, Pima had

approximately 10,250 water customers and 10,150 wastewater customers.

Additionally, Pima's revenues totaled approximately $5.9 million, and net

plant-in-service was approximately $19.3 million. The average revenues of my

water proxy group are nearly 60 times greater than Pima, and those entities have on

average over 75 times the net plant of Pima. The smallest of the publicly traded

water utilities in my proxy group, York Water Company, has over 8 times the

revenues and nearly 14 times the net plant of Pima.

In other words, the proxy companies are a starting point but that does not

mean they are comparable. I will discuss specific measures of business risk that

quantify the differences between Pima and the water proxy group later in my

testimony.
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Q- D() RECENT DEVELOPMENTS IN THE WATER UTILITY INDUSTRY

IMPACT INVESTMENTS?

Yes. On the whole, the water and wastewater utility industry is expected to
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continue to confront increasing need for infrastructure upgrades and replacement,

as well as possible additional demand. Value Line Investment Survey (October 14,

2015) continues to stress that many utilities have facilities that are decades old and

in need of significant maintenance and, in some cases, massive renovation and

replacement. Value Line also notes that both the industry and regulators agree that

not enough maintenance capital has been spent during the previous decades as

customer water bills have been kept artificially low. Companies in this sector have

done a good job of managing the process without having to rely too heavily on new

debt and that the regulatory climate has generally been constructive. Value Line

also notes that water stock valuations are still too rich due to institutional investors

pushing the stock prices to all-time highs, which have been spurred on by low rates

on U.S. Treasuries. Water stocks have not advanced because of improved earnings

prospects and this has led to historically high P/E ratios. Value Line suggests that

just as a flow of funds has driven up stock prices, sudden withdrawals from the

water sector will have the opposite effect. Indeed, during the first half of 2016,

demand for income-generating stocks reached peak levels that pushed stock prices

to all-time highs. Value Line also notes that water stock valuations are still too

high but during the most recent quarter these stocks have declined by 12 percent

while the S&P 500 declined only 3 percent. A copy of the most recent Value Line

report on the water industry along with each water utility in my proxy group is
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Q-

attached as Exhibit TJB-COC-DT1.

WHAT OTHER RISK FACTORS DISTINGUISH PIMA FROM THE

LARGER WATER UTILITIES IN YOUR PROXY GROUP ?

First, water and wastewater utilities are capital intensive and typically have

relatively large construction budgets. As I have previously discussed in this

testimony, finns with large capital budgets face construction risk (a form of
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fina ncia l ris k). The  s ize  of a  utility's  ca pita l budge t re la tive  to the  s ize  of the  utility

its e lf ofte n incre a s e s  cons truction ris k. La rge  utilitie s  a re  be tte r a ble  to fund the ir

ca pita l budge ts  from the ir e a rnings , ca sh flows , a nd short-te rm borrowings . Va lue

Line  note s  tha t ca sh flow gene ra ted by the  companie s  in the  wa te r sector ha s  been

sufficient to finance  mos t of the  capita l spending and keep dividend growth ra te s  a t

he a lthy le ve ls . For s ma lle r u tilitie s  the  a b ility to  fund  re la tive ly la rge  ca p ita l

b u d g e ts  fro m e a rn in g s ,  c a s h  flo ws ,  a n d  s h o rt-te rm d e b t is  d iffic u lt,  if n o t

imposs ible , without re lia nce  upon a dditiona l outs ide  ca pita l.

S e cond, s ma lle r compa nie s  a re  s imply le s s  a ble  to cope  with s ignifica nt

e ve nts  tha t a ffe ct s a le s , re ve nue s  a nd e a rnings . In ge ne ra l, the  los s  of re ve nue s

from a  fe w la rge r cus tome rs  or from tre nds  in the  re duction of usa ge  by cus tome rs

through conse rva tion or the  makeup of the  cus tomer base , for example , would have

a  gre a te r e ffe ct on a  sma ll compa ny tha n on a  much la rge r compa ny with a  la rge r

customer base .

Third , the re  a re  a  numbe r of o the r fa ctors , including  the  d iffe re nce s  in

re gula tory e nvironme nts , diffe re nce s  in the  type  of te s t ye a r use d for ra te  ma king,

a nd d iffe re nce s  in  the  a va ila ble  re gula tory me cha nis ms  for re cove ry of cos ts

outs ide  of a  ra te  ca s e . The  la rge  wa te r u tilitie s  in  my wa te r p roxy group  a re

ge ne ra lly no t s ub je c t to  the  a dve rs e  impa c ts  o f a n  Lu ifa vo ra b le  re gu la to ry

e nvironme nt of one  juris diction. In contra s t, P ima  is  e ntire ly s ubje ct to the  impa ct

of Arizona  re gula tion which, while  ta king s te ps  to re duce  unce rta inty in e a rnings

through s ys te m improve me nt be ne fit s urcha rge s  ("S IB"), is  s till a n his torica l te s t

ye a r s ta te , which  me a ns  tha t mos t p la n t inve s tme nt will typ ica lly ha ve  to  be

funde d, built a nd put in s e rvice  be fore  the  utility ca n file  a  ra te  ca s e  to put s uch

pla nt in ra te s .
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In summary, the re  a re  many factors  tha t impact the  ability of a  sma lle r

utility to actually earn its  authorized re turn. An inadequate  opportunity to am the

revenues  authorized in a  ra te  case  leads  to a  grea ter variability of earnings  for

entities like Pima when compared to the proxy group. This volatility means greater

risk, and greater risk requires higher returns.

Q. ARE THERE QUANTITATIVE MEAS URES  THAT CAN BE US ED TO

HELP IDENTIFY DIFFERENCES IN BUSINESS RISK?

Yes. There are a number of fundamental accounting based business risk measures

tha t can be  used to assess  the  re la tive  diffe rences  be tween firms and include :

(1) the co-efficient of variance of ROE, (2) the co-efficient of variance of operating

income, (3) the  co-e fficient of variance  of opera ting margin, and (4) Opera ting

Leverage. The  firs t thre e  re fle ct the  dis tributions  of e a rnings . These are

meaningful when measured against the  dis tribution of e a rnings  of a lte ra tive

investments, like the water utilities  in my water proxy group. The fourth business

risk measure  re flects  the  impact of sa le s  fluctua tions  and the  impact of fixed

operating costs on earnings.

The  co-e fficient of va riance  of ROE can be  quantified us ing a  re la tive ly
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simple formula:

[2] Co-efficient of Variance of ROE = Standard Deviation of ROE/Mean of ROE

The  co-e fficie nt of va ria nce  of ope ra ting income  ca n be  qua ntifie d us ing a

rela tively s imple  formula:

[3] Co-efficient of Variance of Operating Income

Operating Income/Mean of Operating Income

The  co-e fficie nt of va ria nce  of ope ra ting ma rgin ca n be  qua ntifie d us ing a

relatively simple fionnula:

S ta nda rd De via tion of
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[4] Co-e fficie nt of Va ria nce  of Ope ra ting Ma rgin = S ta nda rd De via tion of

Operating Margin/Mean of Operating Margin

And, the  Opera ting Leverage  formula  is  expressed as  :

[5] Operating Leverage = Percentage  Change in Operating Income/Percentage

Change in Sales

Using the  bus iness  risk measures  expressed in equa tions  [2], [3], and [4], the

gre a te r the  co-e fficie nt of va ria tion or Ope ra ting Le ve ra ge , the  gre a te r the  ris k to

inve s tors  of not re ce iving e xpe cte d re mrns .14 Be low a re  the  compute d co-e fficie nt

o f va ria tio n  fo r ROE , Op e ra tin g  In co me , a n d  Op e ra tin g  Ma rg in ,  a s  we ll a s

Ope ra ting Le ve ra ge  us ing the  mos t re ce nt 5 ye a rs  of his torica l da ta  for my wa te r

proxy group a nd P ima :

Company

Business Risk
Co-efficient of

variance of
ROE

Business Risk
Co-efficient of

variance of
Operating

Income

Business
Risk

C0-efficient
of variance

of Operating
Margin

Operating
Leverage

Water Proxy Group 0.1332 0.1384 0.0863 3.14

P ima

Rela tive  Ris k of P ima to
Water P roxy Group

0.4226 0.1761 0.1657 16.68

3.17 1.27 1.92 5.31

The s e  me tric s  s how tha t P ima  is  1 .3  to  5 .3  time s  more  ris ky tha n  the  wa te r proxy

group.

Q. CAN METRICS LIKE A COMPANY'S CO-EFFICIENT OF VAR1AT1ON

IN ROE, CO-EFFICIENT OF VARIATION IN OP ERATING INCOME,

AND OPERATING MARGIN, BE USED ALONG WITH MARKET DATA

TO DEVELOP COMPANY SPECIFIC RISK PREMIUMS?
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14 Tulle r, La wre nce  W.
Corpora tion, 1994, p. 89.

The Small Business Valuation. Avon, MA: Adams Media
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Ye s . Duff & P he lps publishe s  compa ra tive  risk cha ra cte ris tics  us ing ma rke t da ta

tha t provides  a  nexus  be tween a  marke t be ta  and the  me trics  ope ra ting margin, the

coe fficie nt of va ria tion  in  ope ra ting  ma rgin , a nd the  coe fficie nt of va ria tion  in

re turn on e quity.15 This  informa tion ca n be  us e d to de ve lop a n implie d be ta  for

P ima  for us e  in the  CAP M. By compa ring the  re s ults  of the  CAP M for the  wa te r

p ro xy g ro u p  with  th e  CAP M fo r P ima  u s in g  th e  imp lie d  b e ta ,  in d ica te d  ris k

pre miums  ca n be  de ve lope d. As  one  would e xpe ct, the  implie d be ta  for P ima  is

highe r tha n the  be ta  of my wa te r proxy group. A risk pre mium of 110 to 150 ba s is

points  ove r the  cos t of e quity of the  wa te r proxy group is  indica te d for P ima . Twill

d is cu s s  th e  in d ica te d  ris k p re miu ms  a n d  imp lie d  b e ta  in  mo re  d e ta il in  th e

Compa ny Spe cific Risk P re mium se ction of this  dire ct te s timony.

Q. WHAT AB O UT LIQ UIDITY R IS K,  MR .  B O UR AS S A?
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A ra tiona l inve s tor would not re ga rd a n inve s tme nt in P ima  a s  ha ving the  s a me

le ve l o f ris k a s  Aqua  Ame rica  (WTR) or e ve n  the  s ma lle r Conne cticu t Wa te r

S e rvice s  (CTWS ) be ca use  of the  pre vious ly me ntione d sma ll s ize  cha ra cte ris tics ,

a nd  the  fa c t tha t a n  inve s tme nt in  P ima  is  re la tive ly illiqu id  compa re d  to  the

publicly tra de d wa te r u tilitie s . An inve s tor in  a  public ly tra de d  s tock ca n  s e ll

his /he r s tock in a  ve ry short pe riod of time  if he /she  is  dis sa tis fie d with the  re turns .

An inve s tor in a  non-publicly tra de d s tock doe s  not ha ve  the  a bility to s e ll quickly.

Cons e que ntly, inve s tors  will re quire  a  gre a te r ris k pre mium, ofte n ca lle d liquidity

risk pre mium. As  a  conse que nce  of the se  diffe re nce s  in risk, the  re sults  produce d

b y th e  DCF, RP M, a n d  CAP M me th o d o lo g ie s ,  u tiliz in g  d a ta  fo r th e  s a mp le

utilitie s , ofte n unde rs ta te  the  a ppropria te  re turn on e quity for a  s ma ll, re gula te d

wa te r and/or was tewa te r utility provide r such a s  P ima .

15 Duff& P he lps , Exhibits  D-1 through D-3.
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Q- IS THERE A RELATIONSHIP BETWEEN A UTILITY'S CAPITAL

STRUCTURE AND ITS COST OF CAPITAL?

Yes. Generally speaking, when a firm engages in debt financing, it exposes itself

to greater risk. Once debt becomes significant relative to the total capital structure,

the risk increases in a geometric fashion compared to the linear percentage increase

in the debt ratio itself. This risk is  illustrated by considering the effect of leverage

on net earnings. For example , as  leverage increases, the  equity ra tio fa lls . This

creates two adverse  effects . First, equity earnings decline rapidly and may even

disappear. Second, the  "cushion" of equity protection for debt fa lls . A decline  in

the protection afforded debt holders, or the possibility of a serious decline in debt

protection, will act to increase  the  cos t of debt financing. There fore , one  may

conclude  tha t each new financing, whether through debt or equity, impacts  the

marginal cost of future financing by any alternative method.

For a  firm a lre a dy pe rce ive d a s  be ing ove r-le ve ra ge d, this  a dditiona l

borrowing would cause  the  margina l cos ts  of both equity and debt to increase .

On the other hand, if the same firm instead successfully employed equity funding,

this  could actually reduce the  real marginal cost of additional borrowing, even if

the  particular equity issuance  occurred a t a  higher unit cost than an equivalent

amount of debt.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

2 1

22

23

24

25

2 6

Q~ HOW DO THE CAPITAL STRUCTURES OF THE SAMPLE WATER

UTILITIES COMPARE T() THE PROPOSED PRO FORMA CAPITAL

STRUCTURES FOR PIMA?

Schedule D-4.3 shows that the debt and equity capital structure used to develop the

cost of capital for Pima contains 65 percent equity and 35 percent debt, compared

to the average of the water utility sample of approximately 55 percent equity and

45 percent debt. Having less  debt in its  capita l s tructure  implies  tha t Pima has

SHAPIRO LAW FIRM
APROFESSIONALCURPCIRATION

A.

A.

25



lowe r fina ncia l ris k tha n the  s a mple  wa te r utilitie s . I ha ve  ta ke n into a ccount the

lowe r fina ncia l risk of P ima  compa re d to the  wa te r proxy group us ing the  Ha ma da

me thod, which I will dis cus s  la te r.

Q.

B. Overview of the DCF, RPM, AND CAPM Methodologies

PLEASE EXPLAIN THE GENERAL APPROACHES TO ESTIMATING

THE COST OF CAPITAL.
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There  are  two broad approaches :

1) ide ntify compa ra ble -risk s a mple  compa nie s  a nd e s tima te  the  cos t of

ca pita l dire ctly, or

find  the  loca tion  of the  CML a nd e s tima te  the  re la tive  ris k of the

compa ny, which jointly de te rmine s  the  cos t of ca pita l.

The  DCF me thod is  a n e xa mple  of a  me thod fa lling into the  firs t ge ne ra l

a pproa ch. It is  a  dire ct me thod, but us e s  only a  s ubs e t of the  tota l ca pita l ma rke t

e vide nce . The  DCF re s ts  on the  pre mis e  tha t the  funda me nta l va lue  of a n a s s e t

(s tock) is  its  a bility to ge ne ra te  future  ca sh flows  to the  owne r of tha t a s se t (s tock).

I will e xpla in the  DCF in de ta il in  a  mome nt, but for now, the  DCF is  s imply the

sum of a  s tock's  e xpe cte d divide nd yie ld a nd the  e xpe cte d long-te rm growth ra te .

Divide nd yie lds  a re  re a dily a va ila ble , but long-te rm growth e s tima te s  a re  not.

The  RP M a nd  CAP M a re  e xa mple s  o f me thods  fa lling  in to  the  s e cond

ge ne ra l a pproa ch. An  e qu ity ris k p re mium is  ma de  firs t by de te rmin ing  the

re la t io n s h ip  b e twe e n  th e  c o s t  o f e q u ity a n d  a n  in te re s t  ra te  o ve r t im e .

To imple me nt the se  a pproa che s , it is  ge ne ra lly a s sume d tha t the  pa s t re la tionship

will continue  on into the  future . The  RP M ge ne ra lly us e s  a  s ma ll s ubs e t of the

ca pita l ma rke t e vide nce  whe re a s  the  CAP M us e s  informa tion on a ll s e curitie s

ra the r tha n a  s ma ll s ubs e t. I will e xpla in the  RP M a nd CAP M in more  de ta il la te r.

For now, both the  RP M a nd CAP M re fle ct a  risk-re turn re la tionship, ofte n de picte d

2)
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gra phica lly a s  the  CML. The  RP M a nd CAP M cos t of e quity e s tima te s  a re  the  sum

of a  risk-fre e  re turn a nd a  risk pre mium.

Each of these  me thods  measures  inves tor expecta tions . In the  fina l ana lys is ,

ROE e s tima te s  a re  subje ctive  a nd should be  ba se d on sound, informe d judgme nt

ra tiona lly a rticula te d a nd s upporte d by compe te nt e vide nce . I ha ve  a pplie d two

ve rs ions  of the  DCF, one  ve rs ion of the  RP M, a nd thre e  ve rs ions  of the  CAP M to

"bra cke t" the  fa ir cos t of e quity ca pita l for the  publicly tra de d wa te r utilitie s  in my

proxy group. I the n a dd a  risk pre mium to re sults  of the  mode ls  for the  wa te r proxy

group to a ccount for the  diffe re nce s  in ris k (bus ine s s , re gula tory, liquidity, s ize )

be tween the  wa te r proxy group and P ima .

c .

Q.

Exp la n a tio n  o f th e  DCF Mo d e l a n d  Its  In p u ts

P LE AS E  E XP LAIN THE  DC F  ME THO D O F  E S TIMATING  THE  C O S T O F

E Q UIT Y.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

The  DCF mode l is  based on the  concept tha t the  current price  of a  sha re  of s tock is

e qua l to the  pre s e nt va lue  of future  ca s h flows  from the  purcha s e  of the  s tock.

In  othe r words , the  DCF mode l is  a n  a tte mpt to  re plica te  the  ma rke t va lua tion

proce s s  tha t s e ts  the  price  inve s tors  a re  willing to pa y for a  s ha re  of a n e ntity's

s tock. It re s ts  on the  a s s umption tha t inve s tors  re ly on the  e xpe cte d re turns  (i.e .,

ca s h flow the y e xpe ct to re ce ive ) to s e t the  price  of a  s e curity. The  DCF mode l in

its  most genera l form is  :

[6] PT = CF1/(l+k) + CF2/(1-4-k)2 + + CFu/(l+k)"

whe re  k is  the  cos t of equity, n the  number of yea rs  and is  a  ve ry la rge  number, Po

is  the  curre nt s tock price , a nd, CF1, CF2,...CFn a re  a ll the  e xpe cte d future  ca s h

flows  e xpe cte d to be  re ce ive d in pe riods  l, 2, n .

Equa tion [6] ca n be  writte n to show tha t the  curre nt price  (P 0) is  a lso e qua l

to
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[7 ] P o = CF1/(1+k) + CF;/(l+kl2 + + Pt/(1-I-k)'

whe re  P t is  the  price  expected to be  rece ived a t the  end of the  pe riod t. If the  future

price  (P t) include d a  pre mium (a n e xpe cte d incre a s e  in the  s tock price  or ca pita l

ga in), the  price  the  inve s tor would  pa y toda y (in  a nticipa tion of re ce iving tha t

pre mium) would incre a s e . In othe r words , by e s tima ting the  ca s h flows  from the

purchase  of a  s tock in the  form of dividends  and capita l ga ins , we  can ca lcula te  the

inve s tor's  re quire d ra te  of re turn, i.e ., the  ra te  of re turn a n inve s tor pre s umptive ly

used in bidding the  current price  to the  s tock (Po) to its  current leve l.

Equa tion  [7 ] is  a  Ma rke t P rice  ve rs ion  o f the  DCF mode l.  As  with  the

ge ne ra l form of the  DCF mode l in e qua tion [6], in the  Ma rke t P rice  a pproa ch the

cLub*rent s tock price  (PT) is  the  present va lue  of the  expected cash inflows. The  cash

flo ws  a re  c o mp ris e d  o f d ivid e n d s  a n d  th e  fin a l s e llin g  p ric e  o f th e  s to c k.

The  e s tima ted cos t of equity (k) is  the  ra te  of re turn inves tors  expect if they bought

the  s tock a t toda y's  price , he ld  the  s tock a nd re ce ive d d ivide nds  through the

trans ition pe riod, and then sold it for price  (P r)-
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Q. CAN YOU PROVIDE AN EXAMPLE TO ILLUSTRATE THE MARKET

PRICE VERSION OF THE DCF MODEL?

Ye s . As s ume  a n inve s tor buys  a  s ha re  of common s tock for $40. If the  e xpe cte d

divide nd during the  coming ye a r is  $2 .00, the n the  e xpe cte d divide nd yie ld  is

5 pe rce nt ($2.00/$40 = 5.0 pe rce nt). If the  s tock price  is  a lso e xpe cte d to incre a se

to $43.00 a fte r one  yea r, this  $3.00 expected ga in adds  an additiona l 7.5 pe rcent to

the  e xpe cte d tota l ra te  of re turn ($3.00/$40 = 7.5 pe rce nt). Thus , the  inve s tor

buying the  s tock a t $40 pe r sha re  e xpe cts  a  tota l re turn of 12.5 pe rce nt (5 pe rce nt

divide nd yie ld plus  7.5 pe rce nt price  a ppre cia tion). The  tota l re turn of 12.5 pe rce nt

is  the  a ppropria te  me a s ure  of the  cos t of ca pita l be ca us e  this  is  the  ra te  of re turn

tha t caused the  inves tor to commit $40 of his  capita l by purchas ing the  s tock.
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Q. PLEASE CONTINUE WITH YOUR DESCRIPTION OF THE DCF

MODEL.

Unde r the  a s sumption tha t future  ca sh flow is  e xpe cte d to grow a t a  cons ta nt ra te

("g"), e qua tion [6] ca n be  solve d for k a nd re a rra nge d into the  s imple  form:

[8] k = CF1/P0 + g

whe re  CF1/P 0 is  the  e xpe cte d divide nd yie ld  a nd g  is  the  e xpe cte d long-te rm

divide nd (price ) growth ra te . The  e xpe cte d divide nd yie ld is  compute d a s  the  ra tio

of ne xt pe riod 's  e xpe cte d  d ivide nd ("CF1") d ivide d  by the  curre nt s tock price

("P 0")-

This  form of the  DCF mode l is  known a s  the  cons ta nt growth DCF mode l

a nd re cognize s  tha t inve s tors  e xpe ct to re ce ive  a  portion of the ir tota l re turn in the

form of curre nt divide nds  a nd the  re ma inde r through future  divide nds  a nd ca pita l

(price ) a ppre cia tion. A ke y a s s umption of this  form of the  mode l is  tha t inve s tors

e xpe ct tha t s a me  ra te  of re turn (k) e ve ry ye a r a nd tha t ma rke t price  grows  a t the

sa me  ra te  a s  divide nds . But, this  ha s  not be e n his torica lly true  for the  wa te r utility

sa mple , a s  shown by the  da ta  in S che dule  D-4.4 a nd S che dule  D-4.5. As  a  re sult,

e s tima te s  of long-te rm growth ra te s  (g) should take  this  into account.
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Q. ARE THERE ANY CONCERNS ABOUT APPLYING THE DCF MODEL

TO UTILITY STOCKS?

Ye s , the re  a re  a  numbe r of re a sons  why ca ution mus t be  use d whe n a pplying the

DCF mode l to utility s tocks . Firs t, a  non-publicly tra de d compa ny doe s  not ha ve  a

s tock ma rke t price . Us ing the  s tock price s  from a  proxy group a s s ume s  tha t the

s tock of P ima  would  be  s imila rly price d a nd ha s  s imila r d ivide nd yie lds  to  the

publicly tra de d wa te r compa nie s . S e cond, the  s tock price  a nd divide nd yie ld

compone nts  ma y be  unduly influe nce d by s tructura l cha nge s  in the  indus try, such

a s  me rge rs  a nd a cquis itions , which influe nce  inve s tor e xpe cta tions . Third , the
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DCF mode l is  based on a  number of a ssumptions  tha t may not be  rea lis tic given the

curre nt ca pita l ma rke t e nvironme nt. The  tra ditiona l DCF mode l a s s ume s  tha t the

s tock price , book va lue , dividends , and ea rnings  a ll grow a t the  same  ra te . This  has

not be e n his torica lly true  for the  sa mple  wa te r utility compa nie s .

We  s hould  be  e s pe cia lly conce rne d  with  the  DCF mode l's  a pplica bility

unde r curre nt ma rke t conditions . The  Fe de ra l Re s e rve 's  bond buying progra ms

have  kept longe r-te rm bond yie lds  low and inte re s t ra te s  a re  expected to rise ,'6 but

in the  me a ntime , a nd be ca use  bond yie lds  a re  s till ve ry low, inve s tors  a re  "cha s ing

yie lds " a nd  driving  up  the  s tock price s  of compa nie s  tha t pa y d ivide nds , like

u tilitie s . The Va lue  Line Inve s tme nt S urve y (April 17, 2016) for the  Wa te r Utility

Indus try note d:

Low bond yie lds  s e e m to ha ve  drive n ma ny income -
orie nte d inve s tors  into the  e quity ma rke ts . All th is
mone y cha s ing income  ha s  brought down the  yie ld on
wa te r utilitie s , re la tive  to the  a ve ra ge  s tock. Curre ntly,
the  yie ld of a  typica l wa te r utility is  only a bout 60 to
65 ba s is  points highe r than the  ave rage  s tock. This
spread is  ve ry low, on an his torica l bas is .

More  re ce ntly, the Va lue  Line Inve s tme nt S urve y (J uly 15, 2016) for the  Wa te r

Utility Indus try note s :
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withdra wa ls  from the  s e ctor
oppos ite  e ffect.

It a ls o  s hou ld  be  no te d  tha t the s e  s tocks  ha ve  no t

Wa ll S tre e t a na lys ts . He nce  the  P /E ra tlos  of ma ny in

averages.
th e  lo w Be a ts  c o e ffic ie n ts  o f th e s e  s to c ks ,

of funds  Into the  indus try drove  up s tock >rice s ,
cou ld  we t p roduce

a dva nce d be ca us e  of improve d e a rnings  pros pe cts  by

the  indus try a re  e xtre me ly high compa re d to his torica l
Thus  inve s tors  should be  a wa re  tha t de spite

the
pos s ibility of a  s ha rp corre ction e xis ts . J us t a s  a  flow

' sudden
the

16 Blue  Chip Financia l Foreca s ts , Augus t 2015.
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Cons ide r tha t while  divide nd yie lds  for the  wa te r proxy group ha ve  be e n

decreasing, 3-year, and 5-year average annual tota l re turns for the  water proxy

group are  17.62 percent and 15.5 percent, respectively, from advances in s tock

prices. These returns are significantly higher than my DCF estimate of the cost of

equity of just 8.8 percent." The expected equity returns suggested by the market

based DCF model does not line up with recent experience in the markets. As Dr.

Morin notes,

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

2 1

22
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2 4

25

2 6

To the  e xte nt tha t incre a s e s  (de cre a s e s ) in  re la tive
ma rke t va lua tion are a nticipa te d b y inve s tors ,
e spe cia lly myopic inve s tors with short-te rm
inve s tme n t horizons , the  s ta nda rd  DCF mode l will
unders ta te  (overs ta te ) the  cos t of equity.

Anothe r way of s ta ting this  point is  tha t the  DCF mode l does  not a ccount for

the  ebb and flow of inves tor sentiments  over the  course  of the  bus iness  cycle .

The  proble m wa s  pa rticula rly a cute  in the  mid l990's  a nd mid 2000's  whe re

investors, faced with very low returns on short-term fixed-income securities and an

uncerta in marke t outlook, sought higher yie lds  offe red by utility s tocks  in a  so-

called flight to quality, boosting their stock price and lowering the dividend yield. 18

These circumstances then are not so different from what is occurring today.

Fourth, the application of the DCF model produces estimates of the cost of

equity that are consistent with investor expectations only when the market price of

a  stock and die  stock's  book value are  approximately the same. The DCF model

will understate  the cost of equity when the market-to-book ratio exceeds 1.0 and

conversely will overstate  the cost of equity when the market-to-book ratio is  less

than 1.0. The reason for this  is  tha t the  market-derived re turn produced by the

DCF is often applied to book value rate base by regulators.

17Value Line Analyzer data from October 1, 2015.
18 Morin, p. 433.
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Fifth, the  a ssumption of a  cons tant growth ra te  may be  unrea lis tic, and the re

ma y be  d ifficu lty in  finding  a n  a de qua te  proxy for the  growth  ra te . His torica l

growth ra te s  ca n be  downwa rd bia se d a s  a  re sult of the  impa ct of a ne mic his torica l

growth ra te s  in  e a rnings , me rge rs  a nd a cquis itions , re s tructuring, unfa vora ble

re gula tory de cis ions , a nd e ve n a bnorma l we a the r pa tte rns . Furthe r, by pla cing too

much emphas is  on the  pas t, the  e s tima tion of future  growth becomes  circula r.

Q- THANK y o u .  LE T' S  TUR N TO  THE  S P E C IF IC  INP UTS  US E D IN YO UR

DC F  MO DE LS . WHAT  DAT A HAVE  YO U US E D T O  C O MP UT E  T HE

E XP E CTE D DIVIDE ND YIE LD (CF1 /P 0 ) IN YO UR MO DE LS ?

Firs t, I compute d a  curre nt divide nd yie ld (CF0/P 0). The  e xpe cte d divide nd yie ld

(CF1/P 0) is  the  curre nt divide nd yie ld (CF0/P 0) time s  one  plus  the  growth ra te  (g).

Fused the  spot price  for each of the  s tocks  of the  wa te r utilitie s  in the  sample  group

a s  re porte d by the  Va lue  Line  Inve s tme nt Ana lyze r for Se pte mbe r 30, 2016 for Po.

The  curre nt divide nd (CFo) is  the  curre nt indica te d divide nd a s  re porte d by Va lue

Line . In my sche dule s , the  curre nt divide nd yie ld is  de note d a s  (D0/P 0), whe re  Do

is  the  current dividend and Po is  the  spot s tock price . (D1/P0) is  used to denote  the

expected dividend yie ld in the  schedules .

Q. WHAT ME AS URE S  O F G RO WTH (" g " ) HAVE  YO U US E D?

I ha ve  us e d two e s tima te s  of growth - one  ba s e d on a n a ve ra ge  of his torica l a nd

fore ca s t growth a nd the  othe r ba s e d only on fore ca s t growth. For my a ve ra ge

his torica l a nd fore ca s t growth e s tima te , I a ve ra ge d the  5-ye a r his torica l average

growth ra te s  in the  s tock price , book va lue  pe r sha re  ("BVPS"), e a rnings  pe r sha re

("EP S ") a nd  d ivide nds  pe r s ha re  ("DP S ") with Va lue  Line 's fore ca s t of EP S

growth.19 Us ing the  his torica l a ve ra ge  of growth in price , BVP S , EP S , a nd DP S  is
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26 19 See Schedule D-4.4.
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1

2

3

4

5

6

re a s ona ble  be ca us e  inve s tors  know tha t, in  e quilibrium, common s tock price s ,

BVP S , EP S  a nd DP S  will a ll grow a t the  s a me  ra te  a nd would ta ke  informa tion

a bout cha nge s  in s tock price s  a nd growth in BVP S  into a ccount whe n the y price

utility s tocks . As  I s ta te d e a rlie r, a  ba s ic a s s umption of the  DCF mode l is  tha t the

s tock price , BVP S , EP S  a nd DP S  a ll grow a t the  s a me  ra te . For my fore ca s t

growth e s tima te , I have  used the  growth forecas ts  from Va lue  Line ."

7 Q.

8

WHY DID YOU INCORPORATE A HISTORICAL GROWTH RATE

ESTIMATE INTO ONE OF YOUR GROWTH ESTIMATES?

9

1 0

11

1 2 I

1 3

1 4

1 5

1 6

P a s t growth ra te s  ma y provide  a  re a s ona ble  ba s is  for de te rmining pros pe ctive

growth ra te s . The ir us e  a s s ume s  the  pa s t is  a  re fle ction of the  fu ture . While  I

be lie ve  the  use  of his torica l growth ra te s  give  a dde d re cognition to the  pa s t, which

is  a lre a dy incorpora te d into a na lys t e s tima te s  of growth, ne ve rthe le s s  include  a

ve rs ion of the  DCF tha t re fle cts  his torica l growth. I would point out, howe ve r, tha t

his torica l growth ra te s  ma y not be  the  be s t me a s ure  for the  future . The  e mpirica l

evidence  indica te s  tha t ana lys t e s tima te s  of growth a re  the  be s t measure  of growth

for us e  in the  DCF for utility s tocks ."

1 7

1 8

20 See id.

21 . . .  Myro n
Me thods  of Es tlrna tmg S ha re  Yle ld "

19

20

21 (e s t
Stu es confirm the22

23

24

Brown, La wre nce  D. a nd Roze  ff, Micha e l S .,
of Expe cta tions : Evide nce

a n Timme ,

25

26

Gordon , Da vid  A.,  Gordon , J .  a n d  Go u ld ,  La wre n ce  I. ,  "Ch o ice  Amo n g
, J ourna l of P ortfolio  Ma na ge me nt, Spring 1989, pp.

50-55. Gordon, Gordon a nd Gould found tha t a  cons e ns us  of a na lys ts ' fore ca s ts  of
e a rnings  pe r s ha re  growth for the  ne xt five  ye a rs  provide s  a  more  a ccura te  e s tima te  of
growth re quire d in  the  DCF mode l tha n thre e  diffe re nt his torica l me a s ure s  of growth
(his torica l EP S , his torica l DP S , a nd his torica l re te ntion growth). The  e xpla in tha t thisre s ult ma ke s  s e ns e  be ca us e  a na lys ts  would  ta ke  in to  a ccount s uch growth  a s

indica tors  of future  growth a s  we ll a s  a ny ne w informa tion. Othe r 1
supe riority of a na lys ts ' e s tima te s  such a s  Va nde r We ide , J a me s  H. a nd Ca rle ton, Willa rd
T. ,  "In ve s to r G ro wth  E xp e c ta tio n s : An a lys ts  vs .  His to ry," J o u rn a l o f P o rtfo lio
Ma ne  e ve n t, S pring 1988, pp. 78-87,
"The  S upe riority of Ana lys t Fore ca s ts  a s  Me a s ure s from
Ea rnings ," J ourna l o f Fina nce , Ma rch  1978 , pp . 1 -16 , S te phe n G. a nd
Eis e ma nn, P e te r C., "On the  Us e  of Cons e ns us  Fore ca s ts  of Growth in the  Cons ta nt
Growth  Mode l: The  Ca s e  fo r E le c tric  Utilitie s ," J ourna l o f Fina ncia l Ma na ge me nt,
Winte r 1989 , pp . 23-35 . A 2004 s tudy by the  Ke ntucky P ublic  S e rvice  Commis s ion
Adva nce  Re s e a rch Ce nte r upda te d the  s tudy by Va nde r We ide  a nd Ca rle ton (1988)
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Q. WHY YOU USE FORECASTED GROWTH RATES IN YOUR

GRO H ESTIMATES?

DID

The DCF model requires estimates of growth that investors expect in the future and

not past estimates of growth that have already occurred. Accordingly, use

analysts' forecasts of growth. Logically, in estimating future growth, financial

institutions and analysts have taken into account all relevant historical information

on an entity as well as other more recent information." To the extent that past

results provide useful indications of future growth prospects, analysts' forecasts

would already incorporate that information. In addition, a stock's current price

reflects known historic information on that entity, including its past earnings

history. Any further recognition of the past will double count what has already

occurred. Therefore, forward-looking growth rates should be used.

I

Q. HAVE YOU ADJUSTED YOUR DCF RESULTS?

Yes. I have removed any indicated DCF result below 7.0 percent (the expected

cost of Baa bonds plus 100 basis points) when computing the average DCF result

for the water proxy group. For example, the DCF indicated result on Schedule D-

4.7, page l, is just 3.38 percent for SJW water. This result is not plausible.

Investors will not invest in risky common stocks if they can earn a higher return on

less risky investment grade bonds.

Q.

D. Explanation of the RPM and Its Inputs

PLEASE EXPLAIN THE RPM METHODOLOGY FOR ESTIMATING

THE COST OF EQUITY.
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The RPM is sometimes referred to as the "bond yield plus risk premium method."

The general approach is to determine the spread between the return on debt and the

continued the superiority of analyst estimates over historical averages.
22 Gordon, Gordon, and Gould.
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re turn on equity, and to add this  spread to the  current debt yie ld to de rive  an

estimate of the cost of equity. To implement the RPM, it is  assumed that the past

relationship will continue into the future. The RPM is widely used by analysts and

investo1's_23

The RPM formula provides a formal risk-return relationship and is stated as:

( 6 )  k  = Ka  + Historical bond-equity spread

where k is the expected return on equity and Ka is the current cost of debt or debt

yield. I computed two historical bond-equity spreads ..._ a 5-year and a 15-year and

computed indicated cost of equity based upon each and then computed a mid-point

estimate.

Q. HOW DID YOU DETERMINE THE HISTORICAL BQND_EQUITY

SPREAD?

I computed the bond-equity spread as the difference between the average total

realized market return of my water proxy group and the average annual long-term

treasury yields for the years 2001 to 2015.24

Q. WHY DID YOU USE TOTAL REALIZED MARKET RETURNS?

Tota l rea lized marke t re turns  a re  marke t based which makes  this  approach a

market-based approach. While  the annual actual risk premium in any given year

may not equal the required risk premium, over longer periods of time, the average

actua l risk premiums can provide  a  good es timate  of the  average  risk premium

required.

Q. WHAT DO YOU USE AS THE CURRENT COST OF DEBT (Ka)?

I use the expected U.S. Long-term Treasury rate for 2017-2019 as the basis for the

risk free rate. Since the cost of capital is an opportunity cost and is prospective,
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23 Morin, p. 108.
24 See Schedule D-4.9.
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it necessarily requires  the  use  of a  forward-looking bond yie ld. In recent years ,

interest rates have dropped to very low levels when compared to interest rates for

s imila r securities  in the  pas t. From 1999 to 2007, the  annual average  ra tes  for

long-term Treasury bonds was 5.24 percent ranging from a low of 4.84 percent in

2007 to a  high of 5.94 in 2000. In 2008, and during the  recent recess ion, tha t

annual average dropped to 4.24 percent and dropped further in 2012 to 2.9 percent.

The  drop in long-te rm Treasury ra tes  has  been la rge ly a ttributed to the

ma rke t inte rve ntion by the  Fe de ra l Re s e rve  through its  qua ntita tive  e a s ing

programs. Long-term Treasury rates for 2013 and 2014 averaged 3.45 percent and

3.34 percent, respectively. For the first 8 months of 2016, long-term Treasury rates

have averaged 2.54 percent. The Federal Reserve is expected to raise interest rates

towards  the  end of this  year. Notwiths tanding these  current low ra tes , 30-year

Treasury rates are expected to bounce back up in 2017-2019 timeframe. Analysts

at Value Line expect that future average to be 3.7 percent. The consensus estimate

made by analysts surveyed by the Blue Cnzp Financial Forecasts indicates analysts

expect that average to be higher at 3.8 percent. For my analyses, Shave relied upon

the average ofValue Line Quarterly Forecast forecasts and the consensus forecast

reported byBlue Chip Financial Forecasts of 3.8 percent.25

Q. WHY DO YOU USE LONG-TERM U.s. TREASURY YIELDS?
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The yie lds  on long-term Treasury bonds match more  close ly with the  perpetual

nature of common stock investments." Further, short-term rates are more volatile ,

fluctuate widely and are subject to more random disturbances than long-tenn rates.

In short, long-term Treasury rates are preferred for these reasons and because long-

tenn ra tes  are  more  appropria te ly matched to securities  with an indefinite  life  or

25 S ee  S chedule  D-4.8.

26 Morin, p. 112.
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long-te rm inve s tme nt horizon.

E .

Q.

Exp la n a tio n  o f th e  CAP M a n d  Its  In p u ts

P L E AS E  E XP L AIN T HE  C AP M ME T HO DC L O G Y F O R  E S T IMAT ING

THE  C O S T O F  E Q UITY.

Like  the  RP M, the  CAP M is  the  s um of a  ris k-fre e  ra te  plus  a  ris k pre mium. And,

like  the  RP M, it qua ntitie s  the  a dditiona l re turn re quire d by inve s tors  for be a ring

incre me nta l ris k. The  CAP M wa s  de ve lope d by Willia m S ha rpe  a nd J ohn Lintne r

in the  mid-l960's  a nd is  a  common topic in colle ge  fina nce  te xtbooks . The  CAP M

provide s  a  fonta l ris k-re tum re la tions hip pre mis e d on the  ide a  tha t only ma rke t

risk ma tte rs , a s  me a sure d by be ta . The  tra ditiona l ve rs ion of CAP M is  re pre se nte d

by the  formula :

[9 ]  k = R f [3(Rm-Rf)

where  k is  the  expected re turn, Rf is  the  risk-free  ra te  (or ze ro be ta  a sse t), Rm is  the

marke t re turn, (Rm-Rf) is  the  marke t risk premium, and [3 is  be ta .

+

Q. ARE THERE ANY CONCERNS ABOUT APPLYING THE CAPM MODEL

TO UTILITY STOCKS?

Ye s . I ha ve  conce rns  with us ing this  mode l in mos t pe riods  be ca us e  me cha nica l

a pplica tion of the  mode l ma y produce  unre a sona ble  re sults . The  tra ditiona l CAP M

only captures  a  s ingle  measure  of systematic risk as  measured by be ta , but there  a re

othe r forms  of s ys te ma tic ris k price d by the  ma rke t s uch a s  compa ny s ize . A s ize

premium is  necessary because  the  empirica l evidence  indica tes  tha t be ta  a lone  does

not me a sure  the  risk of sma lle r compa nie s ."

Q. ARE THERE ALTERNATWES TO THE TRADITIONAL CAPM?
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Ye s , a lte ra tive  ve rs ions  of the C AP M ha ve  be e n de ve lope d tha t provide  more

27 Du]j'& Phe lps , pp. 2-5.
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robus t e xpla na tions  of re turns  re quire d by inve s tors . A ve rs io n  o f th e  CAP M

ca lle d  th e  E mp irica l C AP M o r E C AP M wa s  d e ve lo p e d  to  re c o g n iz e  th a t

e s tima tions  of Rf a re  highe r tha n the  re turn on long-te rm Tre a s urie s . Dr. Roge r

Morin dis cus s e s  ECAP M a t pa ge s  189-191 of his  book, Ne w Re gula tory Fina nce .

The  ECPAM is  represented as  follows :

[1 0 ] k = R f  + .25(Rm-Rf) + .75I3(Rm-Rf)

The  ECAP M wa s  de ve lope d from the  e mpirica l findings  which s how the

s lope  of the  CML is  fla tte r a nd inte rce pt or ris k-fre e  ra te  is  a t a  highe r point tha n

pre dicte d by the  pure CAP M. The  ECAP M ha s  be e n s hown to do a  be tte r job a t

pre dicting ma rke t re turns .

Du# & P he lps s ugge s t a  ve rs ion of the  CAP M in which a  s ize  pre mium is

include d." This  modifie d CAP M or MCAP M is  re pre s e nte d a s  follows  :

[ l l ]  k = R f  + l3(Rm-Rf) + RPs

where  k is  the  expected re turn, Rf is  the  risk-free  ra te  (or ze ro be ta  a sse t), Rm is  the

ma rke t re turn, (Rm-Rf) is  the  ma rke t ris k pre mium, [3 is  be ta , a nd RP s  is  the  s ize

pre mium. The  MCAP M re cognize s  the  CAP M is  incomple te  a nd doe s  not fully

account for the  highe r re turns  tha t a re  needed on sma lle r company s tocks . In othe r

words , the  highe r risks  a s socia te d with sma lle r firms  a re  not fully a ccounte d for by

be ta ."

Q. IS  F IR M S IZE  A UNIQ UE  R IS K?

No . The  firm s ize  is  a  s ys te ma tic ris k fa ctor a nd is  a n a djus tme nt to  the  pure

CAP M." P utting a s ide  the  e mpirica l fina ncia l da ta , the  ne e d for a  ris k pre mium
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28 Duff& P he lps , pp. 2-7.

29 Morningsta r, Ibbotson SBBI 2013 Va lua tion Yea rbook, pp. 85-88.

30 P ra tt, S ha nnon P . a nd Roge r J . Gra bows ki. Cos t o f Ca p ita l: App lica tions  a nd
Exa mple s , Fourth Edition. John Wiley and Sons , 2010, p. 56.
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for s ize  ma ke s  s e ns e . Compa ny s ize  is  a  s ignifica nt e le me nt of bus ine s s  ris k for

which inve s tors  e xpe ct to be  compe nsa te d through gre a te r re turns . As  dis cus se d

e a rlie r, sma lle r compa nie s  a re  s imply le s s  a ble  to cope  with s ignifica nt e ve nts  tha t

impa ct sa le s , re ve nue s , a nd e a rnings . For e xa mple , sma lle r compa nie s  fa ce  more

ris k e xpos ure  to bus ine s s  cycle s  a nd e conomic conditions , both na tiona lly a nd

loca lly. Additiona lly, the  los s  of re ve nue s  from a  fe w la rge r cus tome rs  would ha ve

a  gre a te r e ffe ct on a  s ma ll e ntity tha n on a  much la rge r e ntity with a  la rge r, more

dive rse , cus tome r ba se . More ove r, sma lle r compa nie s  a re  ge ne ra lly le ss  dive rse  in

the ir ope ra tions  a nd ha ve  le s s  fina ncia l fle xibility.

Q- YOU EMPLOY EITHER OF THESE ALTERNATIVE CAPM

METHODS (EQUATIONS 10 AND 11) AS PART OF YOUR ANALYSIS?

DID

Ye s . I e mploye d a ll thre e  ve rs ions  of the  CAP M to e s tima te  the  cos t of e quity for

the  wa te r proxy group.

Q. WHAT IS  THE  RIS K-FRE E  RATE  (Rf)?

It is  the  re turn on a n inve s tme nt with no risk. The  U.S . Tre a sury ra te  s e rve s  a s  the

ba s is  for the  risk-fre e  ra te  be ca use  the  yie lds  a re  dire ctly obse rva ble  in the  ma rke t

a nd a re  ba cke d by the  U.S . gove rnme nt. P ra ctica lly spe a king, short-te rm ra te s  a re

vola tile , fluctua te  wide ly a nd a re  s ubje ct to more  ra ndom dis turba nce s  tha n long-

te rm ra te s . In short, long-te rm Tre a sury ra te s  a re  pre fe rre d for the se  re a sons  a nd

be ca us e  long-te rm ra te s  a re  more  a ppropria te ly ma tche d to  s e curitie s  with  a n

inde finite  life  or long-te rm inve s tme nt horizon.

Q. WHAT DO  YO U ADO P T AS  THE  RE TURN FO R THE  RIS K-FRE E  RATE ?
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I use  long-tenn expected Treasury bond ra te s  a s  the  measure  of the  risk-free  re turn

for us e  with  CAP M cos t of e quity e s tima te s  from two s ource s : the Blue  Chip

Fina ncia l Fore ca s ts  a nd the  Va lue  Line  Qua rte rly Fore ca s t." The  a ppropria te

31 See Schedule D-4.9.
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choice  for the  ris k-fre e  ra te  is the expected re turn for long-te rm Tre a s ury

securities.32 Thus , whe n de te rmining a n e s tima te  of the  ris k-fre e  ra te , it is

appropriate to adopt a return that is  no less than the expected return on the long-

term Treasury bond ra te . Both of my CAP M estimates are based on expected

yie lds  of the  long-te rm Treasury ra tes  for 2017 through 2019 (from Blue  Chip

Financial Forecasts and Value Line Quarterly Foreeasls).33

Q- WHAT IS  BETA AND WHAT DOES IT MEASURE?
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Be ta  is  a  me a s ure  of the  re la tive  ris k of a  s e curity in re la tion to the  ma rke t.

In other words , it is  a  measure  of the  sensitivity of a  security to the  market as  a

whole. This  sens itivity is  a lso known as  sys tema tic risk. It is  e s tima te d by

regressing a security's excess returns against a  market portfolio's excess returns.

The slope of the regression line is the beta.

Be ta  for the  ma rke t is  1.0. A se curity with a  be ta  gre a te r tha n 1.0 is

cons ide red riskie r than the  marke t. A s e curity with a  be ta  le s s  tha n 1.0 is

considered less risky than the market.

There  are  computational problems surrounding beta . It depends  on the

return data, the time period used, its duration, the choice of the market index, and

whether annual, monthly, or weekly return figures are  used. Betas are  estimated

with error. Based on empirica l evidence , high betas  will tend to have  a  positive

e rror (risk is  ove re s tima te d) a nd low be ta s  will ha ve  a  ne ga tive  e rror (risk is

underestimated).34

32 Duff& Phelps,p. 3-1.
33 See Schedule D-4.8.
34 Fama, Eugene F. and Kenneth R. French, "The Capital Asset Pricing Model: Theory
and Evidence,"Journal ofEeonomic Perspectives, Summer 2004, pp. 25-46.
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I

Q- WHAT DID YOU USE AS THE PROXY OF THE BETA IN YOUR CAPM

MODELS?

Fused the average beta of the sample water utility companies. Betas were obtained

from Value Line Investment Analyzer (weekly data as of September 29, 2016).

Value Line is the source for estimated betas that I regularly employ. The average

beta for my water proxy group as shown on Schedule D-4.2 is 0.69. I should note

that because Pima is not publicly traded, it has no beta. In my expert opinion,

I strongly believe Pima, if it were publicly traded, would have a higher beta than

the sample water utility companies.

Smaller companies are just inherently more risky than larger companies.

Morningstar reports that when betas (a measure of market risk) are properly

estimated, betas are greater for small companies than for larger companies."

Morningstar also finds that even after accounting for differences in beta risk, small

firms require an additional risk premium over and above the added risk premium

indicated by differences in beta risk.

Q. PLEASE EXPLAIN THE MARKET RISK PREMIUM.
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The market-risk premium (Rm-Rf) is the return an investor expects to receive as

compensation for market risk. It is the expected market return minus the risk-free

rate. Approaches for estimating the market risk premium can be historical or

prospective.

Since expected returns are not directly observable, historical realized returns

are often used as a proxy for expected returns on the basis that the historical market

risk premium follows what is known in statistics as a "random walk." If the

historical risk premium does follow the random walk, then one should expect the

35 Morningstar, Ibbotson SBBI 2013 Valuation Yearbook, Chapter 7.

SHAPIRO LAW FIRM
A PROFESSIONAL CURPORATIOH

A.

A.

41



ris k pre mium to re ma in a t its  his torica l me a n. Ba s e d on this  a rgume nt, the  be s t

e s tima te  of the  future  ma rke t ris k pre mium is  the  his torica l me a n. Du# & P he lps

provide s  his torica l ma rke t re turns  for va rious  a s se t cla s se s  from va rious  his torica l

time  pe riods . This  publica tion  a ls o  provide s  ma rke t ris k pre miums  ove r U.S .

Tre a s ury bonds , which  ma ke s  it a n  e xce lle nt s ource  for h is torica l ma rke t ris k

pre miums .

P rospe ctive  ma rke t risk pre mium e s tima tion a pproa che s  ne ce ssa rily re quire

e xa mining the  re turns  e xpe cte d from common e quitie s  a nd bonds . One  me thod

employs  applica tion of the  DCF mode l to a  repre senta tive  marke t index such as the

Va lue  Line 1700 s tocks . The  e xpe cte d re turn from the  DCF is  me a s ure d for a

number of pe riods  of time , and then subtracted from the  preva iling risk-free  ra te  for

e a ch pe riod to  a rrive  a t ma rke t ris k pre mium for e a ch pe riod. The  ma rke t ris k

pre mium tha t is  s ubs e que ntly e mploye d in the  CAP M is  the  a ve ra ge  ma rke t ris k

pre mium of the  ove ra ll pe riod.

Q . How MANY MARKET RISK PREMIUM ESTIMATES YOU

PREPARE?

DID

I use d two ma rke t risk pre mium e s tima te s : a n a ve ra ge  of a n his torica l ma rke t risk

pre mium (1926-2015) a nd  a  cu rre n t ma rke t ris k p re mium tha t is  us e d  in  the

tra ditiona l CAP M a nd ECAP M, a nd a n  h is torica l ma rke t ris k pre mium (1963 -

2015) a nd a  curre nt ma rke t risk pre mium tha t is  use d in the  MCAPM.
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Q . HOW YOU ESTIMATE THE HISTORICAL MARKET RISK

PREMIUMS?

DID

I used the Du]f& P he lps measure  of the  ave rage  premium of the  marke t ove r long-

te rm tre a s ury s e curitie s  from 1926 through 2015 a nd 1963 through 2015, both of

which use  the  S &P  500 ma rke t inde x. The  a ve ra ge  his torica l ma rke t risk pre mium

ove r long-te rm tre a s ury s e curitie s  is  7.0 pe rce nt for the  1926 to 2015 time  pe riod
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and 5.0 pe rcent for the  1963 through 2015 time  pe riod.

Q. WHY USE TWO DIFFERENT RISK PREMIUM ESTIMATES?

I use  the  a ve ra ge  of the  his torica l risk pre mium a nd a  curre nt ma rke t risk pre mium

for my tra ditiona l C AP M a nd ECAP M. I us e  the  a ve ra ge  his torica l ma rke t ris k

p re m iu m  (1 9 6 3 -2 0 1 5 ) a n d  a  c u rre n t m a rke t ris k p re m iu m  fo r u s e  in  th e

MCAP lv1.36 S ta ff typica lly e mploys  both a n his torica l ma rke t risk pre mium (1926-

2015) a nd a  curre nt ma rke t risk pre mium for use  it its  CAPM a na lys is .

_

Q- HOW DID YOU ESTIMATE THE CURRENT MARKET RISK PREMIUM?
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I de rive d  a  ma rke t ris k p re mium by firs t us ing  the  DCF mode l to  compute  a n

e xpe c te d  ma rke t re tu rn  fo r e a ch  o f the  pa s t 12  mon ths  u s ing Va lue  Line 's

proje ctions  of the  me dia n divide nd yie ld for the  divide nd yie ld in the  DCF a nd a n

ave rage  of the  median EPS, DPS and BVPS growth on the  Va lue  Line 1700 s tocks .

the n s ubtra cte d the  his torica l monthly a ve ra ge  30-ye a r Tre a s ury yie ld for e a ch

month  from the  e xpe cte d  ma rke t re turns  to  a live  a t the  e xpe cte d  ma rke t ris k

pre miums . Fina lly, I a ve ra ge d the  compute d ma rke t ris k pre miums  to de te rmine

the  curre nt ma rke t ris k pre mium for the  la s t 12 months , 9 months , 6 months , a nd

3 months . The  da ta  a nd computa tions  a re  shown on S che dule  D-4.10. The  re ce nt

3 month a ve ra ge  curre nt ma rke t ris k pre mium is  8.6 pe rce nt. Es tima te s  of the

curre nt ma rke t ris k pre mium ha ve  ra nge d from 8.22 pe rce nt to 9.15 pe rce nt ove r

the  pa s t 12 months . My re comme nde d ma rke t risk pre mium is  ba se d on the  re ce nt

3-month a ve ra ge  e s tima te  of 8.6 pe rce nt s ome wha t be low the  mid-point of the

range  of the  pas t 12-months .

I

36 Duff& Phe lps Risk P re mium Re port s ize  a nd risk pre mie r a re  ca lcula te d ove r the  time
horizon 1963 - 2015. S e e  Du]t& P he lps p. 7-6.
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Q- HOW DID YOU ESTIMATE THE SIZE PREMIUM FOR THE WATER

PROXY GROUP FOR USE IN THE MCAPM?
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Du# & P he lps 's S ize  S tudy sorts  compa nie s  by e ight me a sure s  of s ize , bre a king

down the  NYS E unive rs e  of compa nie s  into 25 s ize -ra nke d portfolios ." The  S ize

S tudy provide s  two wa ys  to ma tch a  compa ny's  s ize  (or risk) cha ra cte ris tics  to the

a ppropria te  s ize  (or ris k) pre mium - a  guide line  portfolio me thod a nd a  re gre s s ion

e qua tion me thod. us e d the  re gre s s ion e qua tion me thod to  find the  s ize  ris k

p re miu m fo r e a ch  o f th e  p u b lic ly tra d e d  u tilitie s  in  th e  p ro xy g ro u p  fo r s ix

me a s ure s  of s ize  (ma rke t va lue  of e quity, book e quity, ma rke t va lue  of inve s te d

ca pita l, 5-ye a r a ve ra ge  of ne t income , tota l a s s e ts , a nd e a rnings  be fore  inte re s t,

ta xe s , de pre cia tion a nd a mortiza tion).38 I de te rmine d the  a ve ra ge  s ize  pre mium of

a ll s ize  measure s  for the  proxy group (3.96 pe rcent) and then adjus ted the  ave rage

s ize  pre mium to re fle ct the  lowe r ris k of the  wa te r proxy group compa re d to the

compa nie s  tha t ma ke  up the  re s pe ctive  s ize -ra nke d portfolios . This  compa ra tive

ris k s tudy us e s  the  funda me nta l me a s ure s  of compa ny ris k (ope ra ting ma rgin,

coe fficie nt of va ria tion in ope ra ting income , a nd coe fficie nt of va ria tion in re turn

on book e quity) to ga uge  how a like  or diffe re nt the  wa te r proxy group is  compa re d

to the  compa nie s  tha t ma ke  up the  s ize -ra nke d portfolios . In the  ins ta nt ca se , the

e s tima te d re duction in risk is  -0.92 pe rce nt. Thus , the  ma rke t risk pre mium for s ize

for the  proxy group is  2.95 pe rcent (3.86% - 0.92%)(roLmded).

I

37 The  s ize  me a s ure s  include : 1) Ma rke t Ca pita liza tion, 2) Book Va lue  of Equity, 3) 5-
ye a r Ave ra ge  Ne t Income , 4) Ma rke t Va lue  of Inve s te d Ca pita l, 5) Tota l Asse ts , 6) 5-ye a r
Ave ra ge  Ea rnings  Be fore  Inte re s t, Ta xe s , De pre cia tion a nd Amortiza tion ("EBITDA"),
7) Sa le s , and 8) Number of Employees .

38Du,7& P he lps , Exhibits  B-1 through B-6.
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I

Q.

F. Financial Risk Adjustment

ARE YOU RECOMMENDING A FINANCIAL RISK ADJUSTMENT T()

ACCOUNT FOR DIFFERENCES IN LEVERAGE BETWEEN YOUR

WATER PROXY GROUP AND PIMA?

Yes. I have included a downward financial risk adjustment to the cost of equity of

10 basis points based upon the Hamada method" to account for the difference in

financial risk between Pima and the water proxy group.4°

G.

Q.

Compa nv S pe c ific  Ris k P re mium for S ize

P LE AS E  DIS CUS S  YO UR CO MP ANY S P E CIF IC  RIS K P RE MIUM.

As  I te s tifie d e a rlie r, P ima  is  not dire ctly compa ra ble  to the  publicly tra de d wa te r

utilitie s  in my wa te r proxy group. The  cha ra cte ris tics  a s s ocia te d with s ma ll s ize ,

s uch a s  the  la ck of dive rs ifica tion, limite d re ve nue  a nd ca s h flow, re la tive ly s ma ll

cus tome r ba s e , la ck of inve s tme nt liquidity, a nd e a rnings  vola tility, incre a s e  the

ris k fa ce d by s ma lle r wa te r a nd wa s te wa te r utilitie s  ove r the  ris k a s s ocia te d with

the  wa te r proxy group.

Q- PLEASE DISCUSS SIZE RISK FOR SMALL UTILITY COMPANIES.
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Inve s tme nt risk incre a se s  a s  the  firm s ize  de cre a se s , a ll e ls e  re ma ining cons ta nt.

The re  is  a  gre a t de a l of e mpirica l e vide nce  tha t the  firm s ize  phe nome non e xis ts .

Mornings ta r's Ibbots on S BBI 2013 Va lua tion Ye a rbook (Cha pte r 7) re ports  tha t

s ma lle r compa nie s  ha ve  e xpe rie nce d highe r re turns  tha t a re  not fully e xpla ina ble

by the ir highe r be ta s , a nd tha t be ta  is  inve rse ly re la te d to Linn s ize . In othe r words ,

sma lle r compa nie s  not only ha ve  highe r be ta s  but highe r re turns  tha n la rge r one s .

Eve n a fte r a ccounting for diffe re nce s  in  be ta  ris k, s ma ll compa nie s  re quire  a n

39 Ha ma da , Robe rt S ., "Effe cts  of the  Firm's  Ca pita l S tructure  on S ys te ma tic Ris k of
Common S toCk,"J ourna l of Fina nce , Vol. 27 No. 2 (Ma y 1972) pp. 435 - 453.

40 See Schedule  D-4.14, page 1 and Schedule  D-4.14, page 2.
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additiona l risk premium over and above  the  added risk premium indica ted by

differences in beta  risk. Dr. Zepp also reported evidence that the stocks of small

water or wastewater utilities are more risky than the stocks of larger water utilities,

such as those in the water utilities sample." And the California  PUC conducted a

study that showed smaller water utilities are more risky than larger ones.42 Based

on the evidence, it is clear that investors require higher returns on small company

s tocks  than on la rge  company s tocks . I have  included in Schedule  D-4.l5 the

results  of a Morningstar study using annual data reporting the size premium based

upon firm s ize  a nd re turn da ta  (1) provide d in Duff & Phe lps  2016 Valuation

Handbook, Guide to Cost of Capita l, and (2) contained in Dr. Thomas M. Zepp's

2003 a rticle  in The  Quarte rly Review Economic and Finance . Based on these

sources, I have estimated that a small company risk premium in the range of 99 to

319 basis points is appropriate for Pima.

Q. HAVE  YO U C O NDUC T E D A C O MP AR AT IVE  R IS K S T UDY T O

DEVELOP  AN INDICATED RIS K P REMIUM FOR P IMA TO BE ADDED

TO THE RESULTS FOR THE WATER PROXY GROUP?

Yes . Attached as Exhib it TJ B-COC-DT2 is  the  risk s tudy I prepared for Pima.

To conduct my risk s tudy, started by computing the 5-year historical operating

margin, coefficient of variation of operating margin, and coefficient of variation of

ROE for Pima. Operating margin is  a  measure  of profitability. The co-efficient of

varia tion of opera ting margin is  a  measure  of earnings variability. Both of these

metrics  a re  highly corre la ted with s ize  and risk. Next, I cross-re fe renced these
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41 Zepp, Thomas M., Utility Stocks and the  Size  Eject - Revis ited, The Quarterly Review
Economics and Finance, Vol. 43, Issue 3, Autumn 2003, pp. 578-582.

Sta ff Report on Issues  Re la ted to Small Water Utilities , June  10, 1991 and CPUC
Decision 92-03-093 .
42
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me trics  with da ta  publis he d by Du ff & P h e lp s " a nd ide ntifie d the  corre s ponding

ma rke t portfolio be ta  for the  utility a nd for my wa te r proxy group. I the n compute d

the  re la tive  diffe re nce  in be ta  be twe e n e a ch utility a nd my proxy group. Assuming

tha t the  re la tive  diffe re nce  in the  ma rke t portfolio be ta  for the  a ll publicly tra de d

compa nie s  is  the  s a me  for public ly tra de d  wa te r u tilitie s , I the n  compute d  a n

implie d be ta  for e a ch utility us ing the  diffe re nce  in  portfolio  be ta s .44 Fina lly,

used the C AP M mode ls  to compute  the  indica te d cos t of e quity for e a ch utility a nd

compared the  re sults  to the  CAPM results  for my wa te r proxy group.45

I

Q- BASED ON YOUR CUMPARATIVE RISK STUDY, WHAT ADDITIONAL

RISK PREMIUM IS INDICATED?

The  indica te d risk pre mium for P ima  is  in the  ra nge  of 110 to 150 ba s is  points  with

a  midpoint of 130 bas is  points .

WHAT COMPANY SPECIFIC-RISK PREMIUM DO Y()U RECOMMEND

FOR PIMA?

I re comme nd the  mid-point of 120 ba s is  points  which is  some wha t be low the  mid-

point.

Q-

H . Summary and Conc lus ions

HAVE  YO U P R E P AR E D  A S C HE D UL E  T HAT  S UMMAR IZ E S  YO UR

E Q UIT Y CO S T E S TIMATE S AND P RES ENTS YO UR

R E C O MME NDATIO NS ?

Ye s . The  e quity cos t e s tima te s  a nd my re comme nda tions  a re  s umma rize d in

Schedule  D-4.1 for P ima .
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43 Du/& Phelps,Exhibits D-1, and D-2 .
44 See page 1 of Exhibit TJB-COC-DT2.

45 See page 2 of Exhibit TJB-COC-DT2.
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In the  firs t pa rt of my a na lys is , I a pplie d two ve rs ions  of the  cons ta nt growth

DCF mode l, one  us ing  h is torica l a nd fore ca s t growth  a nd one  us ing  only fore ca s t

g ro wth . The  DCF mode ls  p roduc e  a n  ind ic a te d  e qu ity c os t fo r the  wa te r p roxy

group of 8.8 pe rce nt.46

In  th e  s e c o n d  p a rt o f m y a n a lys is ,  I a p p lie d  a n  R P M. us e d  h is to rica l

a nnua l tota l ma rke t re turns  for the  wa te r proxy group a nd his torica l a ve ra ge  a nnua l

a ve ra ge  long -te rm  tre a s u ry yie ld s  to  de ve lop  a n  e qu ity ris k p re mium to  wh ic h  I

a d d e d  th e  e xp e c te d  lo n g -te rm  tre a s u ry to  e s tim a te  th e  c u rre n t c o s t o f e q u ity.

My RP M produce s  a n  ind ica te d  cos t o f e quity of 11 .3  pe rce nt for the  wa te r proxy

gIloLlp.47

In  th e  th ird  p a rt o f m y a n a lys is ,  I a p p lie d  th re e  ve rs io n s  o f th e  C AP M -

a  tra d itio n a l CAP M, a n  E CAP M, a n d  MCAP M. Th e  CAP M a n a lys e s  p ro d u c e  a n

indica te d cos t of e quity 10.1 pe rce nt for the  wa te r proxy group.48

Th e  o ve ra ll re s u lts  o n  th e  DCF, CAP M, a n d  RP M a n a lys e s  fo r th e  wa te r

p ro xy g ro u p  a re  in  th e  ra n g e  o f 8 .8  p e rc e n t to  1 1 .3  p e rc e n t with  a  m id -p o in t o f

10.1 pe rce nt.

In  the  fourth pa rt of my a na lys is , I de te rmine  tha t a  downwa rd a djus tme nt of

10  ba s is  po in ts  is  re quire d  to  a ccount for the  d iffe re nce  in  fina nc ia l ris k be twe e n

the  wa te r proxy group a nd P ima .

In  th e  fifth  p a rt o f m y a n a lys is ,  I re vie we d  th e  fin a n c ia l lite ra tu re  o n  th e

s ma ll firm s ize  e ffe c t a nd  de te rmine d  tha t a n  a ppropria te  ris k p re mium for s ma ll

u tilitie s  like  P ima  tha t s hou ld  be  a pp lie d  to  the  DCF, RP M, a nd  CAP M re s u lts  is
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46 See  Schedule  D-4.7, pages  1 and 2.

47 See  Schedule  D-4.9.

48 S ee  S chedule  D-4.1 l.
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the range of 99 to 319 basis points.49

In the sixth part of my analysis, I conducted a comparative risk study using

market based information and financial data for the water proxy group and Pima.

Based upon my comparative risk study using market based information and

financial data for the water proxy group and Pima, I determined the indicated risk

premium for Pima falls in the range of 110 to 150 basis points.5° I recommend a

risk premium of 120 basis points. Using my recommended risk premium of 120

basis points, the DCF models produce an indicated equity cost for Pima of 10.0

percent. My RPM produces an indicated cost of equity of 12.5 percent for Pima.

My CAPM analyses produce an indicated cost of equity 11.3 percent. After

adjusting for the difference in financial risk, the range of cost of equity estimates

falls in the range of 10.0 to 12.5 percent with a midpoint of 11.2 percent.51

Q. WHAT EQUITY RETURN DO YOU RECOMMEND?

I am recommending a cost of equity of no less than 11.2 percent for Pima.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY ON COST OF

CAPITAL?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Yes.

49 See Schedule D-4.12.

50 See Exhibit T JB-COC-DT 2.

51 See Schedule D-4.1, page 1.
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EXHIBIT TJ B-COC-DT1



INDUS TRY TIMELINES S :  44 (o f 97)
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period of time. Fortuna te ly, the  indus try a nd regula tors
a re  in a greement tha t not enough ma intena nce  ca pita l
had been spent during the previous  decades , a s  cus tom-
ers  wa te r bills , in ma ny pa rts  of the  country were  kept
artificia lly low. An emphas is  has  been placed on modern-
izing mos t wa te r dis tricts  a t a  gra dua l, but de te rmined
pace.

All of the  regula ted utilitie s  in this  group ha ve  re la -
tive ly s ound ba la nce  s hee ts . Ca pita l outla ys  ha ve  in-
creased for mos t companies , but they haven't had to take
on exces s ive  a m ounts  of debt or is s ue  too m uch new
equity. We expect this  trend to continue with companies
proba bly be ing ma rgina lly more  levera ged la te r in the
decade.

The market sentiment for the Water Utility In-
dustry has changed dramatically since we last
reported on the group in July Indeed, the value of
almost all equities in this sector have declined by
double digits on average, while the broader mar-
ket averages have advanced modestly.

The underlying fundamentals of this sector re-
main basically unchanged. Following decades of
u n d e r i n v e s t m e n t  i n  n e w  w a t e r  i n f r a s t r u c t u r e ,
utilities have substantially increased capital bud-
gets to replace aging pipelines. As internally gen-
erated funds are not sufficient to fund all of the
construction costs, debt and equity offerings are
often required. Still, the financial condition of the
industry remains very stable.

Most authorities realize that the capital being
spent to modernize systems in their states are
necessary and have generally had a constructive
working relat ionship wi th water ut i l i t ies they
regulate.

Traditionally, a haven for conservative, income-
oriented investors, we continue to urge subscrib-
ers to use more caution when getting involved in
this sector because the low Beta coefficients can
sometimes be misleading. Due to the industry's
small market capitalization, a shift in institutional
investor sentiment, can move the prices of stocks
widely in a short period of time.

Regulation Continues To Be Reasonable

Utilitie s  a re  gove rne d by a uthoritie s  in  the  s ta te  in
which they opera te . In a ddition to s e tting the  ra tes  for
wha t wa ter users  pay these regula tory bodies  a lso have
the power to s et the return a  company can ea rn. Even a
ve ry we ll run  u tility c a n  ha ve  a  d ifficu lt tim e  be ing
s ucces s ful in a  ha rs h regula tory clima te. Fortuna tely, in
this  indus try, both the utilities  a nd regula tor s eem to be
working towa rd a  common goa l. As  we often point out,
the  regula tory im pa ct on a  utility's  bottom  line  s hould
never be  underes tima ted.

A Major Retreat Conclusion

The  indus try ra nking he re  ha s  plunged from  a m ong
the highes t of a ll thos e  followed by Value Line to some-
where a round the middle of the pack. Actua lly, we do not
ha ve  a  nega tive  outlook on the  opera tiona l s ide  of the
bus ines s . Our problem is  s imply tha t the  va lua tions  a re
too rich. And, while  the recent s ell off ha s  improved the
pros pects  of thes e  s tocks  ove r the  pull to 2019-2021,
the re  is  s till not one  tha t ha s  a bove -a ve ra ge  ca pita l
a pprecia tion to tha t tim e . Aqua  Ame rica n comes close,
and s till may interes t some conserva tive inves tors , will~
in to s a crifice  s om e  ca pita l a ppre cia tion in re turn for
safety. Also, of the nine equities , only Ca lifornia  Wa te r is
expected to outperform the  broa der ma rket a vera ges  in
the yea r a hea d.

When we went to press last July, institutional inves-
tors, spurred by low rates on U.S. Treasury securities,
had plowed large amounts of funds into this relatively
minor segment of the U.S. equity market. Consisting of
only nine stocks, the industry has a combined market
capita liza tion of less than $25 billion. Long known to
many retail investors for their modest, but well-defined
earnings, many accounts have also been attracted to
these  sha res  because  of the ir higher-than-average
yields, solid dividend growth prospects, low volatility,
and de fensive  na ture . During the  firs t ha lf of 2016,
however, demand for certain income-generating stocks
reached peak levels. Indeed, the price of the equities in
this industry were pushed to such all time highs, that
their yields (the primary reason to buy the stocks) fell
below the median of the Value Line universe. Over the
past quarter, the stocks in this industry have declined
12.0% on average , while  the  S&P 500 Index has in-
creased by about 3%.

J a me s  A. Flood

Capital Expenditures And Balance Sheets

Curre n tly,  the  a ve ra ge  u tility is  in  the  p roce s s  o f
repla cing a ging pipe lines  s ys tem s , upgra ding a nd ex-
pa nding wa s tewa ter fa cilities , a nd s pending funds  to be
in compliance in EPA regula tions . As  an example, Ame ri-
ca n Wa te r Works , the  la rges t a nd one  of the  bes t run
utilitie s  in the  country broke  out the  a ge  of its  pipe line
s ys tem a t a  recent pres enta tion. (Keep in mind tha t the
following numbers  come from a  company tha t ha s  been
s pending hea vily to upgra de  its  a s s e ts .) The  a ge  of its
pipes are as  follows: 21%, 30 years  old or less , 51%, 31,69
yea rs , 24%, 70 to 90 yea rs , and 4%, a t lea s t 100 yea rs .
Over 25% of this  elite  utility's  pipe a re 70 yea rs  or older.
S o, clea rly America 's  wa ter infra s tructure  is  a ging a nd
huge s ums  of ca pita l will ha ve to be  inves ted for a  long

cl 2016 VabJe Ume, Inc. All rights resented.
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CAPITAL STRUCWRE as of 6130116
Total Debt $384.7 mill. Due in 5 Yrs $41.6 mill.
LT Debt$320.9 mill. LT Interest $21.1 mill.

(40% of Cap'l)

Leases, Uncapitalized:Annual rentals $2.5 mill.
Pension Assets-12/15 $142.2 mill.

Oblig.$168.8 mill.
Pfd Stock None.

Common Stock 36558468 she.
as of a11l1s

MARKET CAP: $1.4 billion (Mid Cap)

z014 2015 6/30/16CURRENT POSITION
I$MILL.)

Cash Assets
Acc ts  Rece ivable
Ot he r
Current  Assets

Acc ts  Payable
De bt  Due
Othe r
Current  L iab,

76 .0
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114.7
209 .5

41 .9
.3

57 .1
99 .3
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18 .9

109.4
132.7

50 .6
28 .3
44 .6
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4 .5
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160.2

ANNUAL RATES
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10.0%

6.0%

Cal-
endar

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.80 Sep.30 Dec.31

Full
Year

2013

2o14
2015

2o1s
2017

109.9

109.9

110.1

120.7

115.6

114.6

112.0

117

130.9

138.3
133.0

134.5
143

115
117

110.6

102.0
100.9

93.5
9s.0

472.1

465.8
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6.0%
8.1%
B.1%

6.7%

9.3%
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3.9%

58%
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47%
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6.0%
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BUSINESS: Amer ican Sta tes  W ate r  Co .  opera tes  as  a  ho lding

company.  Through i ts  pr inc ipa l subs idiary ,  Golden States  W ater

Company, i t  supplies water to 260,151 customers in 75 c i t ies and

10 counties. Semite areas induce the greater metropolitan areas of

Los  Ange les  and Orange Count ies .  The  company  a lso  prov ides

electric uti li ty services to 23,846 customers in the city of Big Bear

Lake and in areas of San Eemardino County .  Sold Chaparral Ci ty

Water of Arizona (6/11). Has 707 employees. Blaokrod< Inc., owns

9.9% of out. shares, Vanguard, 9.4%, off. & Dir. 1.4%. (4116 Proxy).

Chairman: Lloyd Ross. President & Chief Executive Oflicen Robert

J .  Sprowls .  Inc :  CA.  Address :  630 Eas t  Foothi ll Boulevard,  San

Dimas, CA 91773. Tel: 909-394-3600. Internet: www.aswater.com.

n e s s

gain a11 at once or restate 2016 financials.)
So, for now, we are sticking with our
share-net estimate of $1.65.
Next year should be better. No matter
how American States chooses to recognize
the 2016 rate relief, higher tariffs for two
years should be in effect for 2017. As a re-
sult, share earnings could rise 6% to $1.75.
The nonregulated sector of the busi-

should continue to grow. The
ASUS subsidiary was established to use
the company's expertise in the private seg-
ment of the economy where it can earn
higher returns on equity The focus here
has been the privatization of the water
systems at U.S. Army facilities. Thus far,
ASUS has won 10 contracts, and many
more bases are in the process of placing
contracts out in a formal bidding process.
American States seems to be holding its
own as it recently won a 50-year contract
with the Elgin Air Force Base.
These shares do not stand out for ei-
ther short- or long-term potential per-
formance. The Timel iness rank is 3
(Average), and return prospects to 2019-
2021 are subpar.
James A. Flood

American States Water did not raise
the dividend at the last board meet-
ing. Over the past four years, the compa-
ny has increased the payout annually, but
chose not to do so in August. We do not
think that investors should be too con-
cerned as management is probably await-
ing a decision on a pending rate case and
it also kept the dividend the same for five
straight quarters in 2011-2012.
The long-awaited outcome of an im-
portant rate case should be revealed
i n the coming months. We have been
anticipating this for quite some time now.
Through its Golden State Water Company
(GSWC), the company filed a petition for
rate relief for the years 2016 to 2018. The
original filing was made in 2014, but the
drought in California led to complications
as consumers were ordered to reduce
water usage. In any case, California regu-
lators have acted constructively with
water utilities in the recent past.
Earnings will  probably be flat this
year. By the time any rate hike is imple-
mented, it will be too late to have a major
impact on 2016's bottom line. (We are as-
suming that the utility doesn't take the October IN, 2016

Diva re in-

(B) Div idends historically paid in early March,
June September,  and December.  I
vestment plan available.

(C) In millions adjusted for split. Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Eamings Pndictabil'

A
85
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16 .8 Target Price Range
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32.0

1 .70

2.1%

602.5

95.0

200s
3.71

1.14

.so

.41

1.58

6.26

169.21

24.9

1.50

2.8%

627.0

97.9

39.7%

54.1%

45.9%

2306.6

2997.4

5.7%

9.3%

9.3%

2009
3.93

1 .29

.62

.44

1 .66

6.50

170.61

23.1

1.54

3.1%

670.5

104.4

39.4%

55.6%

44.4%

2495.5

3227.3

5.6%

9.4%

9.4%

2010
4.21

1.42

.72

.47

1.89

6.81

172.46

21.1

1.34

3.1%

726.1

124.0

392%

56.6%

43.4%

2706.2

3469.3

5.9%

10.6%

10.6%

2011
4.10

1.45

.ea

.50

1.90

7 2 1

173.60

21.3

1.34

2.8%

712.0

144.8

32.9%

52.7%

47.3%

2646.8

3612.9

6.9%

11.6%

11 .6%

2012
4.32

1.51

.87

.54

1.98

7.90

175.43

21.9

1.39

2.8%

757.8

153.1

39.0%

52.7%

47.3%

2929.7

3936.2

6.6%

11.0%

11.0%

2000 2001 2002 2003 2004 2005
1.97

.61

.37

.23

2.16

.69

.41

.24

2.28

.76

.43

.26

2.38

.77

.46

.28

2.78

.87

.51

.29

3.08

.97

.57

.32

.93

3.0B

.BE

3.32

.96

3.49

1.06

4.27

1.23

4.71

1.47

5.04

139.7B 142.47 141.49 154.31 158.97 16121

1B.2

1.18

3.3%

23.6

1.21

2 5 %

23.6

1.29

2.5%

24.5

1.40

2.5%

25.1

1.33

2 3 %

31.8

1.69

1.8%

CAPITAL STRUCTURE as of 6130116
Tau: DeM $1840,4 mill. Due In 5 Yrs $441.5 m1l1_
LT Debt $1w5.9 mill. LT lntenest $78.6 mill.

(50% of capt)

Pension Assets-12/15 $238.6 mill.
Oblong.$306.5 mill.

Pfd Stock None
Coupon Stock 177,329959 shares
as of 7/20/1 S

MARKET CAP: $5.3 billion (Large Cap)

2015 6/30/16zo14

4 .1
97 .0
12 .8
38 .6

152.5

G0.0
70 .0
95 .3

2 2 5 . 3

3 .2
99 .1
12 .4
13 .7

128.4

56 .5
52 .3
84 .4

193.2

CURRENT POSITION
(3uu__l

Cash Assets

inventory k g  s t
f(°<=e~=-»»3A= C  )

Other
CunrentAssets

/4ucc1s Payab|e
Debt Due
Other
Current Liab.

4 .9
99 .7
11 .7
16.1

132.4
40.7
64 .5
74 .0

179.2

Pas t
10 Yrs.

5 . 0 %
8 . 0 %
8 . 5 %
8 . 0 %
7 . 0 %

ANNUAL RATES
0fd1ange (perch]
Rev enues
"Cas_h Flow"
Eamlngs
Div idends
Book Value

Past
Yrs.
2 . 5 %
8 . 0 %

1 3 . 0 %
7 . 5 %
7 . 0 %

Esfd '1a-'15
no '19-'21

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

Cal-
endar

QUARTERLY REVENUES cs mil.)
llar.81 Jun.30 Sep.30 Dec.31

Full
Year

2013

2014

201s

2016
2017

180.0
182.7

190.3

192.6

205

204.3
210.5

221.0

2 2 7
2 4 0

195.7

195.3

205.8

208.4
220

188.6

191.4

197.1

202
210

768.6
779.9

814.2

8 3 0
8 7 5

Cal-
endar

EARNINGS PER SHARE A

Mar.31 Jun .30  Sep .30  Dec .81
Full
Year

2013

2014

2o1s

2016

2017

.36

.38

.38

.42

.45

2 6

2 4

.27

.29

.3 1

.24

.27

.17

. 3 1

.32

.30

.31

.32

.33

. 3 7

1.16
1.20

1.14

1.35

1.45

Cal-
endar

QUARTERLY DMDENDS PAID8 1

IAar.31 Jun .30  Sep .30  Dec .31

F u !
Year

2012

2013

2014

2015

2010

.132 .14

.152 .152
.165

.178

.132

.14

.152

.165

.178

.165

.178

.1913

.132

.14

.152

.165

.178

.54

.58

.63

.69

2006
3.23

1.01

.56

.35

1.64

5.57

165.41

34.7

1.87

1.8%

533.5

92.0

4.95

2.25

1.45

.so

Revenues per sh

"Cash Fluff' per sh

Eamings per sh A

Div'd Decl'd per sh B-

5.85

2.65

1.75

1.05

2.00

11.10

Cap'I Spending per sh

Book Value per sh

2.10

13.75

178.00 Common Shs 0 ut s t ' g  c 180.00

'ms IN
Ume
ms

Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann'I Div'd Yield

22.5

1.40

2.7%

875

260

Revenues ($mill)

Net Profit ($mim

1050

315

7.0%

2.5%

Income Tax Rate

AFUDC 'A to Net Profit

20.0%

3.0%

51.0%

49.0%

Long-Tenn Debt Ratio

Common Equity Ratio

51.5%

48.5%

4o4o

5075

Total Capital ($mi1l)

Nat Plant ($mill)

5100

5700

7.5%

13.0%

13.0%

Return on Total Cap'I

Return on Shu: Equity

Return on Com Equity

7.5%

12.5%

12.5%

39.6% 38.9%

51.6%

48.4%

55.4%

44.6%

1904.4

2506.0

2191.4

2792.8

6.4%

10.0%

10.0%

5.9%

9.7%

9.7%

3.7%

63%

3 2 %

67%

2.8%

70%

2.7%

72%

3.7%

65%

4.6%

60%

4.3%

61%

6.7%

50%

6.1%

52%

4.7%

60%

6.0%

55%

6.0%

55%

Retained to Com Et

All Div'ds to Net Prof

5.0%

60%

18%, industrial & other, 13%. Of hoers and directors own less than

1% of the common s tock, Vangurad Group, 7.7%. Blackrock, Inc ,

7.3%, State Street Capi ta l,  5.5% (3/16 Proxy). Pres ident & Chief

Execut ive Of ten Chris topher Franklin.  Incorporated:  Pennsy lva-

nia. Address: 762 West Lancaster Avenue, Bryn Mawr, Pennsylva-

nia 19010. Ta.: 610-525-1400. Internet: www.aquaamerica.com.

BUSINESS: Aqua America ,  Ind is  the  ho lding company  fo r  water

and wastewater uti li t ies that serve approximately three million resi-

dents  in Pennsy lvania  Ohio  North Caro lina ,  I l l i no is ,  Texas  New

Jersey, Florida, Indiana, and No other s tates. Has 1 617 employ-

ees. Acquired AquaSoul1:e, 7/13, North Maine Uti l i ties 7/15' a nd

others. Water supply revenues '2015: residential 69% commercial,

d e m a n d  f o r

s o l i d  d i v i d e n d

t o l d ,  f o r  t h e  f u l l  y e a r ,  w e  t h i n k  t h e  i n -

c r e a s e d  t a r i f f s  f r o m  t h e s e  t w o  s t a t e s ,  r o -

g e t h e r  w i t h  t h e  i n c r e a s e s  f r o m  2 0 1 6 ,

s h o u l d  e n a b l e  t h e  c o m p a n y ' s  s h a r e  n e t  t o

r i s e  7 % - 8 % ,  t o  $ 1 . 3 5 .

S h a r e s  o f  A q u a  h a v e  p e r f o r m e d  p o o r -

l y  o f  l a t e .  T h e  p r i c e  o f  W T R  ( l i k e  o t h e r s

i n  t h e  w a t e r  u t i l i t y  g r o u p )  s p i k e d  i n  t h e

f i r s t  h a l f  o f  t h e  y e a r  d u e  i n  p a r t  t o  s t r o n g

h i g h e r - i e l d i n g  s t o c k s  w i t h

r o o t p r o s p e c t s  r e s u l t i n g

f r o m ,  i n  p a r t ,  o w  i n t e r e s t  r a t e s  o n  U .

T r e a s u r i e s .  A s  a  r e s u l t  o f  i n s t i t u t i o n a l  i n -

v e s t o r s  r e c e n t l y  r e d u c i n g  t h e i r  p o s i t i o n s  i n

t h i s  s e c t o r  s i g n i f i c a n t l y ,  t h e  p r i c e s  o f

w a t e r  s t o c k s  h a v e  t u m b l e d .  I n d e e d ,  W T R

h a s  d e c l i n e d  a b o u t  2 0 %  i n  v a l u e  s i n c e  o u r

J u l y  r e p o r t .  B y  c o m p a r i s o n ,  t h e  S & P  5 0 0

I n d e x  h a s  r i s e n  r o u g h l y  3 % .

T h i s  e q u i t y  i s  r a n k e d  t o  m i r r o r  t h e

m a r k e t  i n  t h e  c o m i n g  y e a r .  O v e r  t h e

n e x t  3 -  t o  5 3 / e a r  p e r i o d ,  c o n s e r v a t i v e ,

i n c o m e - o r i e n t e i n v e s t o r s  m a y  w a n t  t o

t a k e  a  l o o k  h e r e ,  h o w e v e r .  C a p i t a l  a p p r e c i -

a t i o n  i s a  t a d  b e l o w  t h e  V a l u e  L i n e  m e d -

i a n ,  b u t  t h e  s t o c k  h a s  a  2  ( A b o v e  A v e r a g e )

r a n k  f o r  S a f e t y  a n d  a  s o l i d  b a l a n c e  s h e e t .

J a m e s  A .  F l o o d O c t o b e r  1 4 , 2 O I 6

A q u a  A m e r i c a  s h o u l d  m a i n t a i n  i t s

s o l i d  d i v i d e n d  g r o w t h  r a t e ,  i n  o u r

o p i n i o n . L a s t  q u a r t e r , t h e c o m p a n y

r a i s e d  t h e  i n t e r i m  p a y o u t  t o  $ 0 . l 9 l 3  a

s h a r e ,  a  h e a l t h y  7 . 5 %  i n c r e a s e .  T h i s  h i k e

w a s  i n  l i n e  w i t h  A q u a ' s  h i s t o r i c a l  d i v i d e n d

p o l i c y  o v e r  t h e  p a s t  1 0 - y e a r  p e r i o d .  W e

p r o j e c t  t h e  a n n u a l  a d v a n c e  w i l l  b e  i n  t h e

7 . 5 % - 9 . 0 %  r a n g e  t h r o u g h  2 0 1 9 - 2 0 2 1 .

E a r n i n g s  a r e  o n  t r a c k  f o r  a  s o l i d

c o m e b a c k  i n  2 0 1 6 .  W e  e x p e c t  t h e  p o s i -

t i v e  e a r n i n g s  m o m e n t u m  f r o m  t h e  f i r s t

t w o  q u a r t e r s  t o  p i c k  u p  s t e a m  i n  t h e  s e c -

o n d  h a l f  o f  t h e  y e a r .  T h e  u t i l i t y ,  t h r o u g h

i t s  v a r i o u s  s u b s i d i a r i e s , h a s  r e c e i v e d

p e r m i s s i o n  t o  c h a r g e  h i g h e r  f e e s  i n  f i v e

s e p a r a t e  s t a t e s  t h i s  y e a r .  W i t h  a l l  o f  t h e s e

i n c r e a s e s  i n  e f f e c t  f o r  t h e  s e c o n d  h a l f  a n d

a n  e a s y  f i n a l - q u a r t e r  c o m p a r i s o n ,  A q u a ' s

s h a r e  n e t  w i l l  l i k e l y  c l i m b  1 8 % ,  c o m p a r e d

t o  2 0 1 5 ' s  d e p r e s s e d  l e v e l .

A d d i t i o n a l  r a t e  r e l i e f  s h o u l d  m a k e

2 0 1 7  a  g o o d  y e a r ,  t o o .  L a r g e  r a t e  c a s e s

a r e  c u r r e n t l y  p e n d i n g  i n  N e w  J e r s e y  a n d

O h i o .  W h i l e  w e  d o n ' t  b e l i e v e  s t a t e  r e g u -

l a t o r s  w i l l  g r a n t  t h e  u t i l i t y  i t s  f u l l  r e v e n u e

r e q u e s t s ,  A q u a ' s  c o n s t r u c t i v e  r e l a t i o n s h i p

w i t h  s t a t e  a u t h o r i t i e s  o u g h t  t o  h e l p .  A l l

m l Dividends his1°ra¢ally paid in eaflv Mardl
report due early November.

June Sept. & Dee a Diva. reinvestment plan
available (5% discount).

(C) In minions, adjusted for stock suits. A
95
7 0
90

s Financial Strength
Stop ,s-gg Stability
Price GmwnnlI Persistence
Earnings Pndic t lb i i l y

21.3
15.1

Target Price Range
2019 2021

80

60
50
40

30
25
20

15

10

- 7 . 5

iiiii IIII
-19-21

(A) Diluted egg. End. nor rec. gains: '00, 2¢,
'01, 2¢, '02, 4¢, '03, 3¢; '12, 18¢. Excl. gain
from disc. operations: '12, 7¢, '13, 9¢, '14, 11¢.
May not sum due to rounding. Next earnings
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CALIFOR NYSE-CWT 30.96
RECENT
PRICE

PIE
RATIO 28.9(83::s§33) 1.56

RELATIVE
PE RATIO

ADN'D
YLD 2.2%

v
L

UE
E

1
3

TIMEUNESS Raised 8I19l16

S A F E W LnwEred 7I27l07

TECHNICAL 2 Luvlered 9l30l16

BETA .15 (1.00-Market)

Price
4 5
3 0

2019-21 PROJECT IONS
Ann'l Total

Hi  h 5 8 9
Lugw 2 %

Gain
( + 4 5 %

( - 5 %
Insider Decisions

to Be
Options
m5dl

D J F M A M J J A
1 1 1 4 1 1 1 1 1
0 0 0 2 5 0 0 0 0 0
0 0 0 2 0 2 1 0 0

M B
\°$1'%

lnstitu\ionaI Decisions
402015 1a201s 202016

6 9 100 8 7
7 5 7 2 7 8

Hld'S(00D\ 30579 34783 35876

High
Low:

21.1
15.6

22.9
16.4

233
13.8

2 4 1
1 6 . 7

19. 8
1 6 9

19.4
16.7

19.3
168

23.4
18.4

26.4
20.3

260
19.5

35.6
22.5

LEG ENDS

. lImefestRate
Relative ice Strength

1.33 x Dividends p sh
divided b

2-for-1 split Sm
Ognuns: Veg . .

hadedarea mMcates recession
4 -

l l I

set,....__ . II
I I l

I11
|

I |I

In"
. .ill | .* I

ll!14&»l1" ll I
1- lc I- h

F
*o

01 llll"'1
go.

n10 01 "°»-

% Tot REWRN 9/16
mis VL ARlTH.'

STOCK INDEX
48.9 17.7
71.5 23.7

110.5 108.1

1 yr.
3 yr.
5yr.

18
12
6

Percent
shares
traded

I

1
5.

l l

fI
1

I

7.1%

9.9%

9.9%

I 1 1 I I

I I I |

2009 2010 2011
10.82

1.93

.98

.59

11.05

1.93

.91

.so

12.00

2.07

.86

.62

2.66

10.13

2.97

10,45

2.83

10.76

41.53 41.67 41.82

19.7

1.31

a.1%

20.3

1.29

3.2%

21.3

1.34

3.4%

449.4

40.6

460.4

37.7

501.8

36.1

40.3%

7.6%

39.5%

4.2%

40.5%

7.6%

47.1%

52.9%

52.4%

47.6%

51.7%

48.3%

794.9

1198.1

914.7

1294.3

931.5

1381.1

5.5%

9.6%

9.6%

5.5%

8.6%

8.6%

5.5%

8.0%

8.0%

I
I I I

6.3%

9.0%

9.0%

I

6.0%

7.9%

7.9%

I

5.0%

7.5%

7.5%

IH!

6.3%

9.1%

9.1%

2015
12.29

2.22

.94

,67

3.69

13,41

47.88

24.8

1.26

2.9%

588.3

45.0

35.3%

4.2%

44.4%

55.6%

1154.5

1701.8

5.1%

7.0%

7.0%

| I I I I I I

2016
12.60

2.30

1.00

.69

3.65

13.55

48.00

Bold re
Val
destin

605

48.0

32.0%

5.0%

46.0%

54.0%

1200

1775

5.0%

7.5%

7.5%

2000 2001 2002 2003 2004 2005 2006 2007
8.08

1.26

.es

.55

8.13

1.10

.47

.56

8.67

1.32

.63

.56

8.18

1.26

.51

.56

8.59

1.42

.73

.57

8.72

1.52

.74

.57

8.10

1.36

.67

.58

8.88

1.56

.75

.58
1.23

6.45

2.04

6.48

2.91

6.56

2.19

7.22

1.57

7.83

2.01

7.90

2.14

9.07

1.84

9.25
30.29 30.36 30.36 33.86 36.73 36.78 41.31 41.33

19.6

1.27

4.3%

27.1

1.39

4.4%

19.8

1.08

4.5%

22.1

1.26

4.2%

20.1

1.06

3.9%

24.9

1.33

3.1%

29.2

1.58

2.9%

26.1

1.39

3.0%

2008
9.90

1.86

.95

.59

2.41

9.72

41.45

19.8

1.19

3.1%

410.3

39.8

37.7%

8.6%

41.6%

58.4%

690.4

1112.4

7.1%

9.9%

9.9%

2012
13.34

2.32

1.02

.63

3.04

11.28

41.98

17.9

1.14

3.5%

560.0

42.6

37.5%

8.0%

47.8%

52.2%

908.2

1457.1

6.3%

9.0%

9.0%

2013
12.23

2 2 1

1 .02

.64

2.58

12.54

47.74

20.1

1.13

3.1%

584.1

47.3

30.3%

4.3%

41.6%

58.4%

1024.9

1515.8

6.0%

7.9%

7.9%

2014
12.50

2.47

1.19

.65

2.76

13.11

47.81

19.7

1.04

2.a%

597.5

56,7

33.0%

2.7%

40.1%

59.9%

1045.9

1590.4

6.3%

9.1%

9.1%

2017 ©VALUE LINE PUB. LLC

13.00

2.65

1.35

.71

Revenues per  sh

"Cash Flori' per  sh

Eamings  pe r ch A

Div'd DecI'd perch Bl

14.70

3.25

1.60

.99

3.55

14.25

Cap'l Spending per sh

Book Value perch c

3.30

16.00

48.00 Common She 0ut s t ' g  D 50.00

vies are
Llne
ales

Avg Ann'I  PIE Rat io

Relat ive PIE Ratio

Avg Ann'I  Div'd Y ield

23.0

1.45

2.6%

625

65.0

Revenues ($miII) E
Net Profit ($milI)

735

80.0

32.0%

5.0%

Income Tax Rate

AFUDC % to Net Prof it

35.0%

5.0%

45.0%

55.0%

Lang-Term Debt Rat io

Common Equity Ratio

42.0"/»

58.0%

1250

1815

Total Capital ($miII)
Net Plant ($mill)

1375

1900

6.5%

9.5%

9.5%

Recur on Total Cap'I

Return on Shr.  Equity

Return on Com Equity

7.0%

10.0%

10.0%

CAPITAL  s TRu c tu RE a s  o f  6 / 3 0 / 1 6

Total Debt $637.0 mil l.  Due in 5 Y rs $175.3 mil l.
LT Debt  $555.8 mill. LT Interest  $27.2 mill.

(47% of  Cap' l)

Pension Assets-12/15 $328.6 mi l l .

Oblig. $501.9 mill.
Pfd Stock No ne

Common Stock 47 971 , 000 she.

M ARKET CAP:  s1. 5  b i l l ion (M ia  Cap)

2015 6/30/162014

3 0 . 8
128 . 2

159 . 0

7 7 . 6
8 1 . 2
4 3 . 2

202 . 0

8 . 8
118 . 8

127 . 6

6 6 . 4
4 0 . 2
4 1 . 9

148 . 5

19.6
134 . 5

154. 1

5 9 . 4
8 5 . 7
7 2 . 6

2 1 7 . 7

CURRENT  PO SIT IO N
($MILL.)

Cash Assets
Other

Current  Assets

Accts Payable
De b i  Du e
Other

Current  Liab.

ANNUAL RAT ES Past

10 Yrs.
4 . 0 %
6 . 0 %
5 . 0 %
1 .5%
5 . 5 %

of change (per sh)
R e ve nue s
" C a s h  F l e w '
E a m i n g s
D i v i d e nd s
B o o k  V a lue

P a s t ES\ 'd '13- '15
Yrs. to '19-'21
5 . 0 % 3 . 0 %
5 . 5 % 6 . 0 %
4 . 0 % 7. 5%
2 . 0 % 7 . 0 %
5 , 0 % 3 . 5 %

Cal-
endar

QUARTERLY REVENUES (S mill.)E
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013

2014

2015

2015

2 0 1 1

111.4

110.5

122.0

121.7

130

154.6

158.4

144.4

152.4

155

184.4

191.2

183.5

190

195

133.7

137.4

138.4

140. 9

1 4 5

584.1

597.5

588.3

6 0 5

6 2 5

Cal-
endar

EARNINGS PER SHARE A

Mar .31 J un. 3 0  S e p . 3 0 Dec . 31
Full
Year

2013

2o14

2015

2016

2017

. 12

. 24

. 18

. 2 0

. 3 0

. 28

. 36

. 21

. 24

. 3 5

.61

. 70

. 52

. a s

. 6 5

.01

d. 11

. 03

d.02

. 0 5

1.02

1.19

. 94

1.00

1. 35

Cal-
endar

QUARTERLY DMDENDS PAID Bl
Mar.31 Jun.30 SeD.30 Dec.31

Full
Year

2012

2013

2 0 1 4

2015

2016

.1575

.16

.1625

.1675

.1575

.16

.1625

.1675

.1725

.1575

.16

.1625

.1675

.1725

.1575

.16

.1625

.1675

.1725

. 63

. 64

. 65

. 67

334.7

25.6

367.1

31.2

37.4%

10.6%

a9.9%

8.3%

43.5%

55.9%

42.9%

56.6%

570.1

941.5

674.9

1010.2

5.2%

6.8%

6.8%

5.9%

8.1%

8.1%

1.0%

86%

1 .8%

77%

3.8%

61%

3.8%

60%

3.0%

66%

2.3%

71%

3.4%

62%

3.4%

56%

4.1%

55%

2.0%

71%

2.5%

69%

4.5%

52%

Retained to Com Eq

All Div'ds to Net Prof

4.0%

62%

BUSINESS: California Water  Service Group provides regulated and

no nr e g ula t e d  w a t e r  s e r v i c e  t o  4 7 7 , 9 0 0  c us t o me r s  i n 8 5  c o m-

munit ies  in t he s t a t e of  Cal i f ornia .  Account s  f or  over  94% of  t o t a l

customers.  Also operates in Washington,  New Mexico,  and Hawaii.

Main service areas:  San Franc isco Bay area,  Sacrament o Val ley ,

Sa l inas  Va l ley ,  San Joaquin Va l ley  &  pa r t s  o f  Los  Ange les .  Ac -

q u i r e d  R i o  G r a n d e  Co m West Hawai i  Uti l i t i es  (9108) .  Revenue

br eakdow n,  ' 15 :  r es ident ia l ,  70%;  bus iness ,  20%,  indus t r ia l  5%,

pub l ic  aut hor i t ies  4% ,  o t he r  1% .  ' 15  r epor t ed  depr eda t ion r a t e :

4.0%.  Has 1,155 employees.  President ,  Chairman,  and CEO:  Peter

C.  Ne lson.  I nc . ;  DE.  Addr ess :  1720 Nor t h F ir s t  St . ,  San Jose CA

95112-4595.  Tel. :  408-367-8200.  Internet :  www.calwatergroup.com.

Group

to believe the selloff may be

operating and maintenance expenses,
namely pension costs, gave the bottom line
a boost. Though, at this time, our 2016
share net estimate remains unchanged, at
$1.00.
Capital investment will likely be the
main theme in California's long-term
story. Over the 3- to 5-year stretch, it is
probable that CWT will spend more than
$3.00 per share annually to revitalize
aging infrastructure, water tanks, and
water supply, The company has already
spent more in the first half of 2016 than it
has in past years, and we think this trend
ought to continue further out. In addition,
acquisitions are likely to be an supplemen-
tal growth avenue. The balance sheet is in
good shape, with a decent amount of cash
on hand and less than 50% of its total cap-
ital comprised of debt.
These favorably ranked shares are
best suited for near-term accounts.
Meanwhile, those looking to add a security
to the buy-and-hold portion of their port-
folio should exercise patience, as the stock
is already trading inside of our 3- to 5-year
Target Price Range.
Meholas P Patrikis

California Water Service
shares have dipped about 10% in price
since our July review. Similar to a
handful of other equities in the utility in-
dustry, CWT stock recently etched an all-
time high in 2016, and investors un-
surprisingly took this opportune time to
take some profits off the table. However,
California posted better-than-anticipated
financial results in the second quarter,
leading us
short-lived.
Revenues and earnings improved
nicely compared to prior-year figures.
California Water generated $152 million
in sales during the second quarter (a 6%
annual increase), largely due to higher ac-
crued unbilled revenues. Moreover, we are
lifting our full-year revenue call by $5 mil-
lion, to $605 million, supported by contin-
ued collections on drought expenses (condi-
tions that haveyet to improve), as well as
potentially positive rate activity on the ho-
rizon for 2017. On the earnings front,
second-quarter net income was $0.02 bet-
ter than we expected, at $0.24 a share,
marking a healthy double-digit improve-
ment over the year-earlier tally. Thinner October IN, 2016

Died re investment  p lanM ay  Aug. ,  and  Nov. l
available.
gt )  Ind.  intangible assets.  In '15 2 $7.5 mill.

0.16/Sh.

(D) In millions adjusted for splits.
(E) Excludes non-reg. rev.

Company's Financial Strength
Stock's Price Stability
Price Grovinh Persistence
Eamings Predictability

B++
90
35
75

2 2 . 7
17 . 1 Target Price Range

2019 2020 2021

1

64

48
40
32

24
20
16

12

8

6

IIHIIIIIIIHIHIIIIII
Ill lL
lllll\

1 9 - 2 1

'00, l4¢), '01, 2¢, '02, 4¢, '11 4¢. Next eam-
(A) Basic EPS. End. nonrecurring gain (loss):

inks report due late November.
(B) Dividends historically paid in late Feb.,
Q 2016 Value Line, Inc. Factual material is obtained loom sources believed to be reliable and is provided without warranties

of it may be reproduced, resold, stored or transmitted in any printed, electronic or other farm, or used for generating or marketing any printed or elenrnnic publication, service of product.

All Qgh reserved. o f  m l , kind.
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C0 NDQ-CTWS 49.21
RECENT
PRICE 98.0 22.2(3:3:2ss3?8) 1.20

RELATIVE

PIE RATIO
DIV'D
YLD 2.3% VALUE

LINE
TIMEUNESS 3 Lowered 9l2I16

SAFEW 3 NeW1l18l13

TECHNICAL 3 Lnweu10nl1s
BETA .50 (1.00=mar1<et)

2019-21 PROJECTIONS
. Ann'l Total

Pnce Recur
5 5 5 %
4 0 - 2 %

H'gh
Law

Gain
( + 1 0 %
(_20%l

in Buy
Options
ID Sell

Insider Decisions
D J F M A M J J A
0 0 0 0 0 0 0 0 0
0 0 0 2 0 0 0 0 0
0 0 0 0 0 0 0 0 0

202018
49
52

5138

In s t i t u t io n a l  D e c is io n s

4azo1s 1Q201c
51 45
44 48

4535 4728

to Buy
10 sol
Hld's(000)

High:
Low:

282
21.9

27.7
20.3

29.0
193

26.4
17.3

27.9
20.0

29.1
23.3

32.8
26.2

36.4
27.8

375
31.0

39.9
33.2

56.6
37.5

b rlrneres\ Rate
ice SltengthRelative

Yes

LEGENDS
1.30 x Dividends p sh
divided

oiiang
hadedarea in¢#caleslecesslon II

I 1 !
rt'

.|' I I I  l l l l ' | 11111111
:UI I ll " 1 . . 11111 I

ac |n 1  I I r 1 1 1 1 1 1 ll ' ll
gt'

- •
*Vu l;».

- an as•
" n »»»'°

"sum 'ala -

% TOT. RETURN 9/16
VL ARITIL'

INDEX
17.7
23.7

1081

THIS
STOCK

39.7
68.4

131 0

1 yr,
3 yr.
5 yr.

Percent
shares
traded

12
8
4

I'll ll I I I
I I I

II I I'll IH i

32.0%

1.7%

49.0%

50.8%

364.6

447.9

4.8%

7.3%

7.3%

I I'll I

46.9%

52.9%

373.6

471.9

5.9%

9.2%

9.2%

II
I I II I

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
5.70

1.73

1.09

.79

5.93

1.78

1.13

.80

5.77

1.78

1.12

.81

5.91

1.89

1.15

.83

6.04

1.91

1.18

.84

5.81

1.62

.88

.85

5.68

1.52

.81

.86

7.05

1.90

1.05

.87

7.24

1.95

1.11

.BB

6.93

1.93

1.19

.90

7.65

2.04

1.13

.92

7.93

2.11

1.13

.94
1.43

8.92

1.86

9.25

1.98

10.06

1.49

10.46

1.58

10.94

1.95

11.52

1.95

11.60

2.24

11.95

2.44

12.23

3.28

12.67

3.06

13.05

2.61

13.50
7.28 7.65 7.94 7.97 8.04 8.17 8.27 8.38 8.46 8.57 8.68 8.76
18.2

1.18

4.0%

21.5

1.10

3.3%

24.3

1.33

3.0%

23.5

1.34

3.0%

22.9

1.21

3.1%

28.6

1.52

3.4%

29.0

1.57

3.6%

23.0

1.22

3.6%

22.2

1.34

3.6%

18.4

1.23

4.1%

20.7

1.32

3.9%

23.0

1.44

3.6%

2012
9.47

2.64

1.53

.96

2.79

20.95

8.85

19.4

1.23

3.2%

83.8

13.6

32.0%

1.7%

49.0%

50.8%

364.6

447.9

4.8%

7.3%

7.3%

2013 2014
8.29

2.63

1.66

.98

8.45

2.97

1.92

1.01

a.02

17.92

4.11

18.83

11.04 11.12

18.4

1.03

3.2%

17.5

.92

3.0%

91.5

18.3

94.0

21.3

28.0%

2.0%

14.4%

2.4%

46.9%

52.9%

45.7%

54.1%

373.6

471.9

5.9%

386.8

506.9

6.4%

9.2%

9.2%

10.1%

10.2%

2015 2016 2017 © VALUE LINE PUB. LLC

8.55

3.18

2.04

1.05

8.70

3.35

2 2 0

1.12

9.20

3.45

2.25

1.20

Revenues per sh

"Cash Flov\f' per sh

Eamings perch A

Div'd Decl'd perch B.

13.35

3.75

2.50

1.35
4.29

20.02

5.80

20.70

4.35

21.75

Cap'I Spending perch

Book Value per sh D
3.35

22.90
11.19 11.35 11.50 Common She 0u\st'g c 12.00
17.6

.89

2.9%

Bold fig
Wlue
destin

res are
Una
:tea

Avg Ann'l PIE Ratio
Relative PE Ratio
Avg Ann'I Div'd Yield

19.0

1.20

2.8%

96.0

22.7

99.0

25.0

106

26.0

Revenues ($mill)

Net Profit ($mill)
160

30.0
4.2%

2.2%

7.5%

2.5%

19.0%

2.5%

Income Tax Rate

AFUDC % to Net Profit
28.0%

2.0%
44,2%

55.8%

46.0%

54.0%

47,0%

53.0%

Long-Term Debt Ratio

Common Equity Ratio

47.5%

52.5%
401.7

546.3

6.6%

435

565

6.5%

470

590

6.5%

Total Capital ($mill)

Net Plant lsmiu)
Return on Total Cala'l

525

675

6.5%
10.1%

10.1%

10.5%

10.5%

10.5%

10.5%

Return on Shr. Equity

Return on Com Equity

11.0%

11.0%

CAPITAL STRUCTURE as of 6130116
Total Debt $203.8 mill.  Due in 5 Yrs $19.3 mill.
LT Debt $200.9 mill. LT Interest $8.0 mill.

(47% of Cap'l)

Leases, Uncapitalized: Annual rentals $.3 mill.
Pension Assets-12/15 $56.6 mill.

Oblig. $75.8 mill.

Pfd Div d NMFPfd Stuck $0.8 mill.

Common Stock 11 231,037 she.

MARKET CAP: $550 million (Small Cap)

2015 6/30/162014CURRENT POSITION
($MILL.)

Cash Asse ts
Accounts  Rece ivable
Ot he r
Current  Asse ts

Acc ts  Payable
De bt  Due
Othe r
Current  L iab.

.7
11.0
15.3
27 .0

11 .9
2 .8

22.2
36 .9

2.5
12.0
21.7
36.2

10 .0
4 .4
9.2

23 .6

1.1
11 .6
18 .2
30 .9

11 .6
2.9

15 .8
30 .3

ANNUAL RATES
of change (per sh)
Rev enues
"C a s.h FIUW"
E a mlngs
Dlv i de nds
Bo o k Va lue

Pas t
10 Yrs.

4 . 0 %
4 . 0 %
4 . 0 %
2 . 0 %
8 . 5 %

Esra  '13-'15
to '19-'21

8 . 0 %
4.0%
5 . 0 %
5.0%
3.0 %

Past
Yrs.
4 . 5 %
7 . 5 %
9 . 0 %
2 . 0 %
9.5%

Cal-
endar

QUARTERLY REVENUES Is mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013
2014
2015
2016
2017

27.6
27.6
28.4
29.0
32.0

19.7
20.3
20.0
21.6
23.0

22.6
25.4
26.6
26.1
28.0

21.6
20.7
21.0
22.3
23.0

91.5

94.0

96.0

99.c
106

Cal-
endar

EARNINGS PER SHARE A
Mar.31 Jun. 30 Sep. a0 Dec. 31

Full
Year

2013
2014
2015
2016
2017

.86

.76

.79

.83

.a s

.17

.22

.20

.20

.28

.24

.27

.28

.28

.30

.39

.67

.77

.89

.79

1.66
1 .92
2.04
2.20
2.25

Cal-
endar

QUARTERLY DIWDENDS PAID Bu
Mar.31 Jun.30 Sen.30 Dec.3

Full
Year

2012

2013

2014

2015

2016

.2425

.2475

.2575

.2675

.238

.2425

.2475

.2575

.2675

.238

.2425

.2475

.2575

.2825

.2425

.2475

.2575

.2675

.2825

.962

.98

1.01
1.05

46.9

6.7

59.0

B.8

61.3

9.4

59.4

10.2

66.4

9.8

69.4

9.9
23.5% 32.4% 27.2%

1.7%

19.5% 35.2% 41.3%

44.4%

55.1%

47.8%

51.8%

46.9%

52.7%

50.5%

49.1%

49.5%

50.2%

53.2%

46.5%
174.1

268.1

4.9%

193.2

284.3

5.5%

196.5

302.3

5.9%

221.3

325.2

5.5%

225.6

344.2

5.4%

254.2

362.4

4.9%
6.9%

7.0%

8.7%

8.7%

9.0%

91%

9.3%

9.4%

8.6%

8.7%

8.3%

8.3%
NMF

105%

1 .6%

82%

1.9%

79%

2.3%

76%

1.6%

81%

1 .4%

83%

2.8%

62%

3.8%

59%

4.8%

53%

4.9%

52%

5.0%

51%

5.0%

53%

Retained to Com Eq

All Div'dS to Net Prof

5.0%

54%
SINESS: Connect icut  W ater Serv ice,  Inc .  is  a  non-operat ing

ho lding company ,  whose income is  der ived f rom earnings  o f  i ts

wholly-owned subsidiary  companies (regulated water ut i li t ies).  In

2015, 92% of net income was derived from these act iv i t ies .  Pro-

vides water services to 400000 people in 77 municipalities through-

out Connecticut and Maine. Acquired The Maine W ater Company,

January  2012,  Biddeford and Saco W ater,  December,  2012.  In-

corporated: Connecticut. Has 266 employees. Chair-

man/President/chief Executive Officer: Eric W. Thornburg. Officers

and di rec to rs  own 2 .6% o f  the  common s tock,  B lackRod<,  Inc .

7 .0%,  (4116 proxy ) ,  Address ;  93  W es t  Ma in St ree t ,  Clinton CT
06413. Telephone: (860)669~8636. lntemeti vnw/.dwater.com.

a w e a r e

s c a l i n g  b a c k

C o n n e c t i c u t  W a t e r  S e r v i c e  d e l i v e r e d
m i x e d  r e s u l t s  i n  t h e  s e c o n d  q u a r t e r .
T h e  N e w  E n g l a n d  w a t e r  u t i l i t y  o w n e r  r e g -
i s t e r e d  b e t t e r - t h a n ~ e x p e c t e d  s h a r e - n e t  o f
$ 0 . 8 9 ,  we l l  a b o ve  o u r  $ 0 . 7 2  c a l l .  Th e  o u t -
p e r f o r m a n c e  c a n  l a r g e l y  b e  a t t r i b u t e d  t o
s l i m m e r  o p e r a t i n g  a n d  m a i n t e n a n c e  e x -
p e n s e s  ( n e a r l y  2 0 %  l o w e r  t h a n  t h e  p r i o r
yea r ) ,  c ou p l ed  wi t h  r ed u c ed  p en s i on  c os t s .
O n  t h e  o t h e r  h a n d ,  r e v e n u e s  c o n t r a c t e d
s l i g h t l y ,  o n  a n  a n n u a l  b a s i s ,  t o  a b o u t  $ 2 6
m i l l i o n .  T h e  m a n n e r  i n  wh i c h  C o n n e c t i c u t
W a t e r  i s  r e q u i r e d  t o  r e c o g n i z e  r e v e n u e s ,
m a i n l y  u n b i l l e d ,  r e s u l t e d  i n  a  s o f t e r  t o p -
l i n e  f i g u r e  f o r  t h e  J u n e  p e r i o d .  T h i s  w a s
p a r t l y  o f f s e t  b y  b e n e f i c i a l  s u r c h a r g e s  i n
M a i n e  a n d  C o n n e c t i c u t .
A s c o n s e q u e n c e , s i m u l t a -
n e o u s l y  l o w e r i n g  a n d  r a i s i n g  o u r  2 0 1 6
t o p -  a n d  b o t t o m - l i n e  o u t l o o k s , r e s p e c -
t i v e l y .  U n f a v o r a b l e  a c c o u n t i n g  m e t h o d s
m a y  p e r s i s t  i n  t h e  n e a r  t e r m ,  s p u r r i n g  u s
t o  t r i m  $ 2  m i l l i o n  f r o m  t h i s  ye a r ' s  r e ve n u e
e s t i m a t e ,  t o  $ 9 9  m i l l i o n .  C o n v e r s e l y ,  w e
a r e  t a c k i n g  a  d i m e  o n t o  o u r  f u l l - ye a r  e a r n -
i n g s  e s t i m a t e ,  t o  $ 2 . 2 0  a  s h a r e ,  s t e m m i n g
l a r g e l y  f r o m  C T W S '  d r a s t i c a l l y  h i g h e r
p r o f i t s  i n  t h e  m os t  r ec en t  q u a r t e r . A/Yeholas R  P a t r i k i s

R o b u s t  c a p i t a l  s p e n d i n g  a n d  t u c k - i n
a c q u i s i t i o n s  a r e  l i k e l y  t o  r e m a i n  i n
t h e  s p o t l i g h t  o v e r  t h e  f o r e s e e a b l e  f u -
t u r e . T h e  c o m p a n y  i s  p a t i e n t l y  a w a i t i n g
t o wn  a p p r o v a l  f o r i ts p u r c h a s e  o f  H e r i t a g e
V i l l a g e  W a t e r  C o m p a n y  a  $ 2 0  m i l l i o n
s t o c k - f o r - s t o c k  t r a n s a c t i o n  t h a t  wo u l d  a d d
a p p r o x i m a t e l y  4 0 , 0 0 0  p e o p l e  t o  i t s  t o t a l
s e r v i c e  c o u n t .  T h e  d e a l  i s  s l a t e d  t o  c l o s e
w i t h i n  t h e  y e a r .  W h a t ' s  m o r e ,  w e  t h i n k
C T W S  w i l l  b e  a c t i v e l y  s o u r i n g  n e w  o p -
p o r t u n i t i e s  t o  e xp a n d  i t s  f o o t p r i n t  o ve r  t h e
p u l l  t o  l a t e  d e c a d e .  O n  t o p  o f  t h a t ,  d u e  t o
t h e  i n d u s t r y ' s  c a p i t a l - i n t e n s i ve  n a t u r e ,  i n -
v e s t m e n t i n i t s a g i n g i n f r a s t r u c t u r e
s h o u l d  b e  p a r  f o r  t h e  c o u r s e .  I n  f a c t ,  w e
t h i n k  t h e  c o m p a n y  c o u l d  s p e n d  u p wa r d  o f
$ 1 5 0  m i l l i o n  o ve r  t h a t  t i m e  f r a m e .
T h e  s t o c k  p r i c e  h a s  c o o l e d  a  b i t s i n c e
o u r  J u l y r e v i e w .  T h e s e  n e u t r a l l y  r a n k e d
s h a r e s  h a ve  d e c l i n e d  r o u g h l y  1 0 %  i n  va l u e
o v e r  t h e  p a s t  t h r e e  m o n t h s ,
f r o m  a l l - t i m e  h i g h s  s e t  e a r l i e r  t h i s  y e a r .
A t  r ec en t  l eve l s ,  ou r  m od e l  p r o j ec t s  l i m i t ed
u p s i d e  o u t  t o  2 0 1 9 - 2 0 2 1 .  Th u s ,  we  a d v i s e
i n v e s t o r s  t o  w a i t  f o r  a  m o r e  a t t r a c t i v e
e n t r y  p o i n t  b e fo r e  c o m m i t t i n g  f u n d s .

Octobe r  14 , 2 0 1 6
vestment plan available.
(C) In millions, adjusted for split.
(D) Inc ludes  intangibles .  In 2015:  $30.4  mi l-
lionl$2.72 a share.

Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Earnings Predictabil'

B+
90
50
85

I

25.6
92.4 Target Price Range

2019 2020 2021

80

60
50
40

30
25
20

15

10

- 7 . 5

.I
I

1 9 - 2 1

IA) Di luted earnings. Next earnings report due
ate November.

(B) Div idends his tor ica lly  paid in mid-March,
June, September, and December. I  Died rein-

; 2016 Value Line, Inc. All rt his resewed. Factual material Is obtained lrnm sources believed to be reliable and is provided without warranties al an kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. Thislrublicalion is strictly for subscriber's own, noncommercial, internal use. ala pan
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NDQMSEX 34.04
RECENT
PRICE

PIE

RATIO

25.41
20.023.8(H:8::a

RELATIVE

PIE RATIO 1.29
DIV'D
YLD 2.4%

VALUE
LINE

19.8
12.0

179
11.6

19.3
147

19.4
16.5

19.6
17.5

22.5
18.6

23.7
19.1

280
21.2

44.1
25.0

High
Low

23.5
17.1

20.5
16.5

2
TIMELINESS 3 L0wemd10n4ns

SAFEW New 10121111

TECHNICAL 2 Lnweredslsons

BEIA .70 (1.00 Market)

2019-21 pRoJEcnon?T I
A Y t

Price Gain NRnetu?rla
High 35 (+5% 3%
Low 25 (-25% -4%

to Buy
Options
1° Sell

Insider Decisions
D J F M A M J J A
0 0 0 1 0 0 0 0 0
0 0 0 1 0 0 7 0 0
1 0 0 1 2 0 0 0 0

292018
59
52

7208

Institutional Decisions
4Q2015 1Q2a1s

41 62
50 45

8584 6822

M Buy
W Sell
Hld's(liB0)

2020

4-lor-3 split 11/03
Yes

LEGENDS .
- 1:20 x Dnndends 9 sh

divided bmefes Rate
Relative ice Strength

Ogtionsz .
haded areamMcates mcessmn
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STUCK INDEX
51 .e 17.7
81 .5 23.7

145.8 108.1

1 yr.
3 yr.
5 yr.

I I I12
84 1

I

Percent
shares
traded

I

I'1
I

I 111 I I' ll l l I
I II
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6.60
1.55
.96
.72

6.50

1.46

.BE

.73

6.98

1.56

.90

.74

7.19

1.72

1.03

.75

7.26

1.84

1.13

.78

7.77

1.97

1.22

.78

8.05

2.20

1.40

.81

8.05

2.30

1.45

.84

Revenues perch

"Cash Flow" per sh

Eamings perch A

Div'd DecI'd perchB .

9.40

2.55

1.50

.91

1.90

11.1a

1.50

11.27

1.36
11.48

1.26
11.82

1.40

12.24

1.59

12.74

1.75

13.15

1.80

13.35

Cap'I Spending perch

Book Value per sh

105

15.60

15.57 15.70 15.82 15.96 16.12 16.23 16.30 16.50 Common Shs0utst'g c 17.00

17.B

1.13

4.2%

21.7

1.36

4.0%

20.8

1.32

4.0%

19.7

1.11

3.7%

18.5

.97

3.7%

19.1

.97

3.3%

Bold re
Value
destin

ones are

Ume

: t ea

Avg Ann'l PE Ratio

Relative PIE Ratio

Avg Ann'I Div'd Yield

21.0

1.30

3.0%

102.7

14.3

102.1

13.4

110.4

14.4

114.8

16.6

117.1

18.4

126.0
20.0

131

23.0

133

24.0

Revenues ($miII)

Net Proflt ($miII)

160

25.5

32.1%

6.a%

32.7%

6.1%

33.9%

3.4%

34.1%

1.9%

35.0%

1.7%

34.5%

1 .9%

35.0%

2.0%

35.0%

2.0%

Income Tax Rate

AFUDC % to Net ProfN

35.0%

2.5%

43.1%

55.8%

423%

56.6%

41.5%

57.4%

40.4%

58.7%

40.5%

58.8%

39.4°/z
59.8°/1

38.5%

61.5%

38.5%

61.5%

Long-Term Debt Ratio

Common Equity Ratio

38.5%

61.5%

310.5

405.9

5.7%

312.5

422.2

5.2%

316.5

435.2

5.4%

321.4

446.5

5.9%

335.8

465.4

6.3%

345.4

481 .g

6.6%

350

495

7.5%

360

515

7.5%

Total Capital ($mill)

Net Plant (Swim

Return on Total Cap'l

430

565

6.5%

8.1%

8.2%

7.5%

7.5%

7.8%

7.8%

8.7%

5.7%

9.2%

9.3%

9.6%

9.6%

10.5%

10.5%

11.0%

11.0%

Recur on Shr. Equity

Recur on Com Equity

9.5%

9.5%

2000 2001 2002 2003 2004 2005 2006 2007 2008
5.39

go

.51

.61

5.87

1.t8

.66

.62

5.98

1.20

.73

.63

6.12

1.15

.61

.65

6.25

1.28

.73

.66

6.44

1.33

.71

.87

6.16

1.33

.82

.68

6.50

1.49

.87

.69

6.79

1.53

.89

.70

1.32

6.98

1.25

7.11

1.59

7.39

1.87

7.60

2.54

8.02

2.18

8.26

2.31

9.52

1.56
10.05

2.12

10.03

10.11 10.17 10.36 10.48 11.36 11.58 13.17 13.25 13.40

28.7

1.87

4.2%

24.6

1.26

3.8%

23.5

1.28

3.7%

30.0

1.71

3.5%

26,4

1,39

3.4%

27.4

1.45

3.5%

22.7

1.23

3.7%

21.6

1.15

3.7%

19.8

1.19

4.0%

81.1

10.0

86.1

11.8

91.0

12.2

33.4% 32.6% 33.2%

49.5%

475%

49.0%

49.6%

45.6%

51.8%

264.0

317.1

54%

268.8

333.9

5.6%

259.4

366.3

5.8%

75%

7.8%

8.6%

8.7%

8.6%

8.9%

CAPITAL STRUCWRE as of 6/30/16
Total Debt $147.4 milL Due in 5 Yrs $30.8 mill.
LT Debt $131.0 mill. LT Interest $5.6 mill.
(Total interest coverage: 7.4xl

(39% of Cap'l)

Pension Assets-12/15 $52.9 mill.
Oblig. $72.5 mill.

P fd Stock $2.4 mill. Pfd Div'd: $.1 mill.

Common Stock 16280430 she.
as of 7131116

MARKET CAP: $550 million (Small Cap)

2015 6/30/162014

1.2
27.1
28.3

9.5
16.4
13.2
39.1

CURRENT POSITION
($M1LL.)

Cash Assets
Other
Current Assets

Accts Payable
Debt Due
Other
Current Limb.

3.5
20.9
24.4

6.5
8.7

13.1
28.3

2.7
20.2
22.9

6.4
24.9
12.6
43.9

Est'd '13-'15
in V19-'21

4.0%
5.5%
5.0%
3.0%
4.0%

Past
10 Yrs.

1.5%
4.0%
5.0%
1.5%
4.5%

ANNUAL RATES
of change(per sh)
Revenues
"Cash FlOW'
Eamings
Dividends
Book Value

Past
yrs.
2.0%
4.5%
5.5%
1.5%
3.0%

C a l-
e n d a r

QUARTERLY REVENUES (S mill.)

Mar.31 Jun.30 Sep.30 Dec.31
Full
Year

2013
2014

2015

2016
2017

27.4

28.1

30.8
32.2

33.0

31.3

32.7

34.7

35.5
36.0

27.0

27.1

28.8

30.6
31.0

29.1

29.2

31 .7

32.7
33.0

114.8

117.1

126.0

131

133

Cal-
endar

EARNINGS PER SHARE A

lAar.31 Jun. 30 Sep. 30 Dec. 31
Full
Year

2013

2014

2015

2o1s

2011

.36

.42

.41

.20

.20

.22

.29

.32

.19

.22

.28

.32

.33

.28

.29

.31

.36

.34

.43

.46

1.03

1.13
1.22

1.40

1.45

Cal-
endar

QUARTERLY DMDENDS PAIDBI

Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2012

2013

2014

2015

2016

.1875

.19

.1925

.19875

.185

.1875

.19

.1925

.19875

.185

.1875

.19

.1925

.19875

.185

.1875

.19

.1925

.19875

.74

.75

.76

.78

1.3%

84%

1.8%

79%

2.0%

78%

.1%

98%

2.1%

75%

1 .0%

87%

1.4%

83%

2.4%

73%

3.1%

67%

3.5%

63%

4.5%

58%

4.5%

58%

Retained to Com Eq

All Div'ds to Net Prof

4.0%

61%

2015, the Middlesex System accounted for 59% of operating reve-

nues. At 12/31/15 the company had 293 employees. lnoorporated:

NJ. President, CEO, and Chairman: Dennis W. Doll. Officers &

directors own 3.5% of the common stock, BIackRock Institutional

Trust Co., 6.4% (4/16 proxy). Add.: 1500 Ronson Road, roselin NJ

08830. Tel.: 732-634-1500. Internet: iww/.middlesexwaler.com.

BUSINESS: Middlesex Water Company engages in the ownership

and operation of regulated water utility systems in New Jersey, Del-

aware and Pennsylvania. it also operates water and wastewater

systems under contract on behalf of municipal and private clients in

NJ and DE. its Middlesex System provides water services to 60,000

retail customers, primarily in Middlesex County, New Jersey. In

share-net comparables should be strong
through the remainder of the year, result-
ing in earnings of $1.40 a share for 2016.
The infrastructure replacement
project in Edison and South Amboy,
New Jersey is under way. Eight miles
and $12 million worth of water mains,
valves, and service lines are being up-
graded to support the company's distribu-
tion system in the area.
This equity has been lowered two
notches for Timeliness, to 3. Now
pegged to mirror the broader market aver-
ages over the coming six to 12 months, in-
vestors may want to stay on the sidelines,
at this juncture. That said, we think con-
servative, income-seeking accounts should
keep MSEX on their radar. We anticipate
an above~average dividend yield over the
pull to late decade. What's more, water
utilities, in general, can be a safe haven in
times of turbulent market conditions.
Thus, given Middlesex's low Beta (0.70)
and relatively noncyclical business model,
investors could find these shares appeal-
ing should broader market indices take a
turn for the worse.
Nicholas R Patrikis October 14, 2016

Middlesex Water Company shares
have taken a step back in price sub-
sequent to registering strong gains
over the past few quarters. Since our
July review, MSEX stock shed nearly 15%
in value. We think the selloff was some-
what warranted, given the equity's rich
valuation (from a P/E standpoint).
Nevertheless, the company delivered a
slightly better-than-expected financial per-
formance in the second quarter. Revenues
of $32.7 million came in modestly above
our call. Middlesex's New Jersey opera-
tions experienced strong demand for regu-
lated water and from contract customers.
Moreover, the rate increase implemented
in August of last year by the Board of Pub-
lic Utilities continues to be a net positive.
On the earnings front, the company
reported net income of $0.36 a share, $0.03
better than we had expected.
We are adding two pennies to our
2016 bottom-line estimate. Profit mar-
gins are being helped along by lower oper-
ation and maintenance expenses, as well
as lighter employee benefit costs. This has
more than offset higher labor costs. In-
deed, we think year-over-year quarterly

May, Aug. and November.: Died reinvestment
plan available.
(C) In millions, adjusted for split.

B++
90
40
85

Company's Financial Strength
Stock's Price Stability
Price GrovNh Persistence
Eamings Predictability

20.2
16.9

Target Price Range
2019 2021

64

48
40
32

24
20
16

12

8

6

in

I.
.II

in
III

THE PUBLISHER IS

(A) Diluted earnings. May not sum due to
rounding. Next earnings report due early No-
vember.
(B) Dividends historirzlly paid in mid-Feb.,
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NYSE-SJW 42.19
RECENT
PRICE

18.9

24.0

PIE
RATIO 21.2(8;3:s

RELATIVE

PIE RATIO 1.15
DIV'D
YLD 1.9%

VALUE
LINE

TIMELINESS 3 Luweredslsns

sArETte 3 New4I22l11

TECHNICAL 2 Rai5ed1011-1/16
BETA .70 (1.00 Market)

2019-21 PROJECTIONS
Ann'I Total

Return
9%

-2%893

Price Gain
55 (+30%l
as (-15%

Insider Decisions

D J F M A M J J A
3 0 0 0 0 0 0 0 0
0 9 0 5 8 0 0 0 0
0 0 0 0 0 0 0 0 1

toBuy
Options
mSell

znzlns
64
68

9308

Institutional Decisions
4QN15 192015

43 84
59 41

8694 9256

to Buy
to Sal
Hld'S(0M)

High
Low

27.8
161

45.3
21 .2

351
20.0

30.4
18.2

28.2
21 6

26.8
20.9

26.9
22.6

30.1
24.5

33.7
25.5

35.7
27.5

46.7
28.6

240r.1 split 3/06
Yes

LEGENDS .
1.5.0 x Dlvldends 9 sh
divided b rlntefes Rate
Relative me Strength

3-for-1 split 3/04
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.shaded area indicates recessvhn ill I lull
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TIIIS VL ARITIL'

STOCK INDEX
45.5 17.7
68.2 23,7

129.3 10a.1

1 yr.
3 yr.
5 yr.

Percent
shares
traded

15
10
5

I 1

I14 I

8.0%

B.0%

2009 2010 2011 2012 2 0 1 3 2014 2015
11.68

2.21

.81

.66

11.62

2.38

.84

.68

12,85

2.80

1.11

.69

14.01
2.97
1.18
.71

13.73
2.90
1.12
.73

15,76
4.42
2.54
.75

14.97

3.86

1.85

.78
3.17

13.66
5.65

13.75
3.75

14.20
5.67

14.71

4.68

15.92

5.02

17.75

5.24

18.83
18.50 18.55 18.59 18.67 20.17 20.29 20.38
28.7
1.91

2.8%

29.1
1.85

2.8%

21.2
1.33

2.9%

20.4
1.30

3.0%

24.3

1.37

2.7%

11.2

.59

2.6%

16.6
.84

2.5%

216.1

15.2

215.6

15.8

239.0

20.9

261.5
22.3

276.9
23.5

319.7
51.a

305.1

37.9
40.4%

2.0%

38.8% 41.1% 41.1% 38.7% 32.5%

2.0%

38.1%

1.0%
49.4%

50.6%

53.7%

46.3%

56.6%

43.4%

55.0%

45.0%

51.1%

48.9%

51 .6%

48.4%

49.8%

50.2%
499.6

718.5

4.4%

550.7

785.5

4.3%

607.9

756.2

4.9%

610.2

831.6

5.0%

656.2

898.7

5.0%

744.5

963.0

8.3%

764.6

1036.8

6.3%
6.0%

6.0%

6.2%
6.2%

7.9%

7.9%

8.1%

8.1%

7.3%

7.3%

14.4%

14.4%

9.9%

9.9%

I I

ml I
I i I I

II :ll I .ll ll Hlllln  | I Hllll I I II I II
I
I

10.0%

10.0%

I I

2000 2001 2002 2003 2004 2005 2006 2007
6.74
1.2a
.58
.41

7.45
1.49
.77
.43

7.97

1.55

.78

.46

8.20

1.75

.91

.49

9.14
1.89
.87
.51

9.86
2.21
1.12
.53

10.35
2.38
1.19
.57

11.25
2.30
1.04
.61

1.B9
7.90

2.63
8.17

2.06
8.40

3.41
9.11

2.31
10.11

2.83
10.72

3.87

12.48

6.82

12.90
18.27 18.27 18.27 18.27 18.27 18.27 18.28 18.36
33.1
2.15

2.1%

18.5
.95

3.0%

17.3
.94

3.4%

15.4

.88

3.5%

19.6

1.04

3.0%

19.7
1.05

2.4%

23.5
1.27

2.0%

33.4
1.77

1.7%

2008
12.12

2.44

1.08

.es

3.79
13.99
18.18
26.2
1.58

2.3%

220.3
20.2

39.5%

2.3%

46.0%

54.0%

470.9

684.2

5.8%

8.0%

B.0%

2016
15.10

3.95

1.90

.81

5.35

19.00

20.50

Bold re
Vale
destin

310

39.0

39.0%

1.5%

49.0%

51.0%

765

1100

6.5%

10.0%

10.0%

2017 © VALUE LINE PUB. LLC 9-21

15.00

4.00

1.95

.84

Revenues per sh

"Cash Flovf' per sh

Eamings perch A

Div'dDecl'dpersh B-

18.50

195

2.00

1.05

5.50

19.75

Cap'l Spending perch

Book Value per sh

5.00

22.4o

21.00 Common Shs 0utst'g c 23.00
res are
Line
:tea

Avg Ann'l PIE Ratio

Relative PE Ratio

Avg Ann'l Div'd Yield

22.0

1.40

2.3%

315

41.0

Revenues ($mill)

Net Profit (swim

425

46.0

39.5%

1.5%

Income Tax Rate

AFUDC % to Net Profit

39.0%

1.5%
50.5%

49.5%

Long-Term Debt Ratio

Common Euvifv Ratio

50.5%

49.5%

840

1200

6.0%

Total Capital ($mill)

Net Plant ($miII)

Recur on TotalCap'l

1040

1325

5.5%
10.0%

10.0%

Recur on Shr. Equity

Recur on Com Emu'

9.0%

9.0%

CAPITAL STRUCTURE as of 6/30/16
Total Debt $431.7 mill. Due in 5 Yrs $21.2 mill.
LT Debt $364.2 mill. LT Interest $21.0 mill.

(49% ofCap'l)

Leases, Uncapitalized:Annual rentals $6.6 mill.

Pension Assets-12/15$105.0 mill.

Oblig. $164.3 mill.
Pfd Stock None.

Common Stock20442,128 she.

MARKET CAP: $850 million (Small Cap)

2015 6/30/162014

5.2
16.4
51.8
73.4

16.2
38.1
25.3
79.6

12.5
17.3
52.9
92.7

23.8
67.5
28.8

12o.1

2.4
15.0
50.7
68.1

7.0
13.8
23.9

44.7

CURRENT POSITION
($mlLL.)

Cash Assets
Accts Receivable
Other
Current Assets

Accts Payable
Debt Due
Other
Current Liab.

ANNUAL RATES
Rf change (per sh)
Revenues
"Cash FloW'
Eamings
Dividends
Book Value

Past
10 Yrs.

5.0%
6.5%
6.5%
4.0%
6.0%

Est'd '13-'15
to '19-'21

4.0%
1.0%
1.5%
5.5%
4.0%

Past
Yrs.
4.5%

10.0%
15.0%
2.5%
5.0%

Cal-
endar

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013

2014

2015

2016
2017

74.2

70.4
72.4

86.9
77.0

85.2

125.4

83.0

87.0
90.0

50.1

54.6
62.1

61.1
66.0

67.4

69.3
87.6

75.0
82.0

276.9

319.7

305.1

310
315

Cal-
endar

EARNINGS PER SHARE A

Mar.31 Jun. 30 Sep. 30 Dec. al
Full
Year

2013

2014
2015

2016

2017

.37

.34

.36

.82

.45

.24

.28

.80

.47

.60

.07

.04

.23

.16

.25

.44

1.88

.45

.45

.55

1.12

2.54

1.85

1.90

1.95

Cal-
endar

QUARTERLY DMDENDS PAIDBu

Mar.31 Jun.30 SeD.30 Dec.31
Full
Year

2012

2013

2014
2015

2016

.1775

.1825

1875

.1775

.1825

.1875

.1775

.1825

1875

.1775

.1825

. .1875 .
.1950 .1950 .1950 .1950

.2025 .2025 .2025

.71

.73

.75

.78

189.2

22.2

206.6
19.3

40.8%

2.1%

39.4%

2.7%

41.8%

58.2%

47.7%

52.3%

391.6
541.7
7.0%

453.2
645.5
5.7%

9.7%

9.7%

8.2%

8.2%

5.2%

46%

3.5%

57%

3.3%

59%

1 .2%

80%

1 .2%

80%

3.1%

61%

3.3%

59%

2.8%

62%

10.2%

29%

5.7%

42%

5.5%

43%

5.5%

43%

Retained to Com Eq

All Div'ds to Net Prof

4.0%

53%

BUSINESS: SJW Corporation engages in the producion, pur-

chase, storage, purification distribution and retail sale of water. It

provides water service to approximately 229,000 connections with a

total population of roughly one million people in the San Jose area

and 12,000 connections that readies about 36,000 residents in the

region between San Antonio and Austin, Texas. The company also

offers nonregulated water-related services and owns and operates

commercial real estate investments. Has about 399 employees. Of-
ficers and directors (including Nancy O. Moss) own 28.3% of out-

standing shares. Chairman: Charles J. Toeniskoetter. Incorporated:

California. Address: 110 West Taylor Street, San Jose, CA 95110.

Telephone: (408)279-7800. Internet: wwvv.sjwater.oom,

y e a r  b a s i s .  N e t  i n c o m e  o f  $ 0 8 2  a  s h a r e
m o r e  t h a n  d o u b l e d  f r o m  t h e  l i k e  2 0 1 5  f i g -
u r e .  A l l  t h i n g s  c o n s i d e r e d ,  w e  a r e  r a i s i n g
ou r  2 0 1 6  t op -  an d  b o t t om - l i n e  es t i m a t es  b y
$ 5  m i l l i o n  a n d  $ 0 . 1 5 ,  t o  $ 3 1 0  m i l l i o n  a n d
$ 1 . 9 0  a  s h are ,  res p ec t i ve l y
T h e  c o m p a n y  i s  m o v i n g  f u l l  s t e a m
a h e a d  w i t h  i t s  c a p i t a l  e x p e n d i t u r e
p r o g r a m . w i t h  m o r e  t h a n  $ 3 0 0  m i l l i o n
e a r m a r k e d  f o r  w a t e r  s y s t e m  u p g r a d e s ,
j u s t  o ve r  $ 3 0  m i l l i o n  wa s  s p e n t  i n  t h e  s e c -
o n d  q u a r t e r  f o r  u t i l i t y  p l a n t  i m p r o v e m e n t s
( $ 6 0  m i l l i o n  y e a r  t o  d a t e ) . A g o o d  p o r t i o n
o f  t h e  f u n d s  w i l l  l i k e l y  b e  a l l o c a t e d  t o  n e w
c o n s t r u c t i o n  t h r o u g h  t h e  r e m a i n d e r  o f  t h i s
y e a r  a n d  n e x t ,  wh i c h  i n c l u d e s  $ 2 5  m i l l i o n
f o r  i t s  M o n t e v i n a  W a t e r  T r e a t m e n t  P l a n t
p r o j ec t .  A l l  i n  a l l ,  we  exp ec t  c ap i t a l  s p en d -
i n g  t o  b e  o n e  o f  t h e  m a i n  g r o w t h  d r i v e r s
over  t h e  p u l l  t o  l a t e  d ec ad e .
A t  t h e  m o m e n t ,  S J W  s t o c k  d o e s  n o t
s t a n d  o u t  f o r  e i t h e r  t h e  s h o r t  o r  l o n g
h a u l . T h e  e q u i t y  i s  r a n k e d  t o  b e  a  m a r k e t
p e r f o r m e r  i n  t h e  y e a r  a h e a d .  A l s o ,  c a p i t a l
a p p r e c i a t i o n  p o t e n t i a l  t h r e e  t o  f i v e  y e a r s
o u t  i s  b e l o w  T h e V a l u e  L i n e  I n v e s t me n t
S u r v e y m e d i a n .
M c h o l a s  P  P a t r i k i s

S h a r e s  o f  S J W  C o r p .  a r e  m a k i n g  u p
f o r  t h e i r  r e l a t i v e l y  l a g g i n g  p r i c e  p e r -
f o r m a n c e  o v e r  t h e  f i r s t  h a l f  o f t h e
y e a r .  T h e  s t o c k  i s  u p  m o r e  t h a n  1 0 %  i n
v a l u e  s i n c e  o u r  J u l y  r e v i e w ,  w h i c h  c o m -
p a r e s  f a v o r a b l y  t o  t h e  r e s t  o f  t h e  w a t e r
u t i l i t y  i n d u s t r y  t h a t ,  o n  a v e r a g e ,  i s  d o w n
a p p r o x i m a t e l y  1 0 %  o v e r  t h e  s a m e  t i m e
f r am e .  To  wi t ,  S J W  h ad  n o t  exp e r i en c ed  as
r ob u s t  a  p r i c e  as c en t  as  o t h e r s  i n  t h e  ea r l y
s t a g e s  o f  2 0 1 6 ,  b u t  i t s  m o s t  r e c e n t  f i n a n -
c i a l  s h o w i n g  h a s  u n d o u b t e d l y  g i v e n  t h e
s t oc k  s u p p or t .
S A W  C o r p . ' s  s e c o n d - q u a r t e r  r e s u l t s
w e r e i m p r e s s i v e .  R e v e n u e s  o f  a b o u t  $ 8 7
m i l l i o n  d u r i n g  t h e  p e r i o d  i m p r o v e d  2 0 % ,
y e a r  o v e r  y e a r ,  d r i v e n  p r i m a r i l y  b y  t r u e -
u p  r e v e n u e  r e c o g n i t i o n  s t e m m i n g  f r o m  i t s
C a l i fo r n i a  g en e r a l  r a t e  c as e  ap p l i c a t i on ,  as
we l l  a s  r e ve n u e  b u i l t  u p  i n  t h e  W a t e r  C o n -
s e r v a t i o n  M e m o r a n d u m  a c c o u n t  ( a l s o  a
f o r m  o f  s p e c i a l  r e c o g n i t i o n ) .  B e t w e e n  t h e
t w o ,  a  p o s i t i v e  o f  n e a r l y  $ 8  m i l l i o n  w a s
r e c o g n i z e d  t h i s  q u a r t e r .  M u c h  o f  t h e
q u a r t e r ' s  r e v e n u e  g a i n s  s e e m e d  t o  m a k e
t h e i r  w a y  t o  t h e  b o t t o m  l i n e ,  a s  o p e r a t i n g
a n d  i n t e r e s t  e xp e n s e s  r e m a i n e d  r e l a t i ve l y
f l a t ,  o n  b o t h  a  s e q u e n t i a l  a n d  y e a r - o v e r » O c t o b e r  I4 ,  2 0 1 6

Diva Win

November. Quarterly earnings may not add
due to rounding.
(B) Dividends historically paid in easy March
June September and December. l

vestment plan available.
(C) In millions, adjusted for stock splits.

Company's Financial Strength
Stock's Price Stability
Price GrovAh Persistence
Eamings Predictabil'

B+
85
25
50

43.0
27.7 Target Price Range

2019 2020 2021

80

60
50
40

_ 30
25
20

15

10

-7.5

$16.36. '08 $1.22 *10 $0.46. GAAP accnunt-

(A) Diluted earnings. Excludes nonrecurring
losses; '03, $1.97, '04, $3.78, '05 $1.09 '06,

In as of 2013. Next earnings report due late

C) 2016 Value Line, Inc. An Qghrs reserved. Factual material is obtained nom sources believed to be reliable and is provided without warranties at an* kind.
THE PUBLISHER IS NOT RESP NSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. . imemal use. o part
of it may be reproduced, resold. stored or transmitted in any printed, elatlunicor other form,or used for generating or marketing any primed orelectrnniepubkation, service orpmdud.

Thispublication is strkxlylot subscfiba'sown,nonmmmenzual,
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YORK WATER NDQ-YORW 28.76
RECENT
PRICE

PIE
RATIO 28.8(8:3::s§3i;8) 1.56

RELATIVE

PIE RATIO 2.2%
DIV D
YLD

VALUE
LINE

TIMELINESS 3 Inwered 10l14l16

SAFETY 3 Lowered 7l17l15

TECHNICAL 3 Luweredslscn6

BETA .70 (1.00 Market)

Price
35
25

2019-21 PROJECTIONS
Ann'l Total

Recur
High 7%
Low 1%

Gain
+20%

((.15%;

to Buy
Options
tO sol

Insider Decisions
D J F M A M J J A
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0

2a201s
44
38

4006

Insti tutional  Decisions
4Q201s 1mo1s

36 43
24 30

3820 3860

1°Buy
1° Sell
HH's(000)

High
Low

1 7 9
11.7

21.0
15.3

16.5
6.2

18.0
9.7

18.0
12.8

18.1
1 5 8

18.5
16.8

22.0
17.6

24.3
18.8

26.7
19.7

33.4
23.8

noIll

2020
LEGENDS . .

1:19 x Dlvudends 9 sh
divided b rlnteres Rate
Re{atwe Ice Strength

3~fof-2 split 9/06
Ogtionsz Yes

hazed area ix#cales recession

I II 'l"III1l
I ' l l ill' ll"'

.
| " '  * I I 1111 Ill l ' l  l " .n L8q 11 ! "' 1la c. 1

'8-¢4."»_..,Is»*lI»¢* I
0 '8 -

Us »,,¢" - -

1 -n

% TOT.RETURN9/16
mis

STOCK
44.2
59.3

108.3 VLARITN.'
IIIDEX
17.7
23.7

10a.1

1 yr.
3 yr.
5yr.

12
8
4

Percent
shares
traded I I I

IlIIIIIIIII I H 111 l*1¢[Ill I 1 I I II II III1h11 H |
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

2.05

.59

.43

.34

2.05

.57

.40

.35

2.17

.65

.47

.37

2.18

.65

.49

.39

2.58

.79

.58

.42

2.56

.77

.58

.45

2.79

.86

.57

.48

2.89

.86

.57

.49

2.95

.95

.64

.51

3.07

1.07

.71

.52

3.18

1.09

.71

.53

3.21

1.12

.72

.54

3.27

1 .19

.75

.55

3.58

1.36

.89

.57

3.68

1.47

.97

.60

.75

3.79

.65

3.90

1.07

4.06

2.50

4.65

1.69

4.85

1.85

5.84

1.69

5.97

2.17

8.14

1.18

6.92

.83

7.19

.74

7.45

.94

7.73

.76

7.98

1.10

8.15

1.08

8.52

9.46 9.55 9.53 10.33 10.40 11.20 11.27 11.37 12.56 12.69 12.79 12.92 12.98 12.83 12.81

17.8

.91

4,4%

26.9

1.47

3.3%

24.5

1.40

3.2%

25.7

1.36

3.1%

26.3

1.40

2.9%

31.2

1.68

2.5%

30.3

1 .61

2.8%

24.6

1.48

3.5%

21.9

1.46

3.6%

20.7

1.32

3.5%

23.9

1.50

3.1%

24.4

1.55

3.1%

26.3

1.48

2.a%

23,1

1.22

2.8%

23.5

1.19

2.6%

2016
3.80

1.50

.97

.63

1.60

8.75

12.80

Bold ng
Val
destin

48.5

12.5

2a.5%

1.5%

43.5%

56.5%

195

270

7.5%

11.0%

11.0%

2017 © VALUE LINE PUB. LLC 9-21

4.10

1.65

1.05

.66

Revenues per sh

"Cash Flovf' perch

Eamings perch A

Div'd DecI'd perch B

5.40

1.90

1.25

.as

1.10

8_95

Cap'l Spending perch

Book Value per sh

.85

10.15

12.50 Common Shs 0utst'g c 12.00

:res are

Ume

Ares

Avg Ann'I PIE Ratio

Relative PE Ratio

Avg Ann'I Div'd Yield

22.5

1.40

3.4%

51.0

13.0

Revenues ($mill)

Net Profit (swim

65.0

15.0

29.0%

1.5%

Income Tax Rate

AFUDC v. to Net Profit

32.5%

1.0%

46.0%

54.0%

Long-Teml Debt Ratio

Common Equity Ratio

47.0%

53.0%

205

275

7.5%

Total Capital ($mill)

Net Plant ($milI)

Return on Total Cap'l

230

290

7.5%

11.5%

11.5%

Recur on Shr. Equity

Recur on Com Equity

12.5%

12.5%

CAPITAL STRUCTURE as Of 6/30/16
Total Debt $84.6 mill. Due in 5 Yrs $30.5 mill.
LT Debt $84.6 mill. LT Interest $5.1 mill.

(44% ofCap I)
Pension Assets 12/15$31 .8 mill.

Oblig. $39.5 mill.

Pfd Stock None

Common Stock 12 867,736 she.

MARKET CAP: $375 million (Small Cap)

2014 2015 6/30/15

1.5
4.0

.8
4.9

11.2
1.8

2.9
3.5

.8
4.6

11.8
1 .B

5.0
3.B

.8
3.4

13.0
1.6

CURRENT POSITION
(SMILL)

Cash Assets
Accounts Receivable
Inventory (Avg. Cost)
Other
Current Assets
Accts Payable
Debt Due
Other
Current Limb.

4.4
6.2

4.4
6.0

4.3
5.9

ANNUAL RATES
of change (per sh)
Revenues
"Cash Fl0vv"
Eamings
Dividends
Book Value

Past
10 Yrs.

4.5%
7.0%
5.5%
4.0%
6.5%

Est'd '13-'15
it '19-'21

7. 5%
6.0%
5.0%
6.5%
3.5%

Past
5 Yrs.
3.0%
6.5%
6.0%
2.5%
4.5%

Cal-
endar

QUARTERLY REVENUES (s mill.)

Mar.31 Jun.30 Sep.30 Dec.31
Full
Year

2013

2014

2015

2016

2017

10.1

10.6

11.2

11.3

12.0

10.9

12.0

12.4

12.5

13.0

10.7
11.5

11.6

12.9

13.5

10.7
11.8

11.9
11.8

12.5

42.4

45.9

47.1

48.5

51.0

Cal-
endar

EARNINGS PER SHARE A

Mar.31 Jun. 30 Sep. 30 Dec. 31
Full
Year

2013

2014

2015

2016

2017

.19

.23

.28

.28

.ea

.17

.16

.20

.19

.22

. l a

.22

.22

.23

.25

.21

.28

.27

.27

.28

.75

.89

.97

.97
1.05

Cal-
endar

QUARTERLY DMDENDS PAID B

Mar.31 Jun.30 Sep.30 Dec.31
Full
Year

2012

2013

2014

2015

2016

.134

.138

.1431

.1555

.134

.138

.1431

.1495

.1555

.134

.138

.1431

.1495

.1555

.134

.138

.1431

1 4 9 5

.1555

.53/

.552

.572

.604

28.7

6.1

31.4

6.4

32.8

6.4

37.0

7.5

39.0

8.9

40.6

9.1

41.4

9.3

42.4

9.7

45.9

11.5

47.1

12.6

34.4%

7.2%

36.5%

3.6%

36.1%

10.1%

37.9% 38.5%

1.2%

35.3%

1.1%

37.6%

1.1%

37.6%

.B%

29.8%

1.8%

27.2%

1.6%

48.3%

51.7%

46.5%

53.5%

54.5%

45.5%

45.7%

54.3%

48.3%

51 .7%

47. 1%

52.9%

46.0%

54.0%

45.1%

54.9%

44.8%

55.2%

44.5%

55.5%

126.5

174.4

6.2%

125.7

191.6

6.7%

153.4

211.4

5.7%

160.1

222.0

6.2%

176.4

228.4

6.5%

180.2

233.0

6.4%

184.8

240.3

6.4%

188.4

244.2

6.5%

189.4

253.2

7.4%

196.4

261.4

7.7%

9.3%

9.3%

9.5%

9.5%

9.2%

9.2%

8.6%

8.6%

9.8%

9.a%

9.5%

9.5%

9.3%

9.3%

9.3%

9.3%

11.0%

11.0%

11.5%

11.5%

22%

77%

1.7%

82%

1.4%

85%

1.9%

78%

2.7%

72%

2.5%

73%

2.4%

74%

2.4%

74%

3.9%

64%

4.5%

61%

4.0%

65%

4.5%

63%

Retainedto Com Et

All Div'ds to Net Prof

4.0%

68%

BUSINESS: The York Water Company is the oldest investor-owned

regulated water utility in the United States. It has operated contin-

uously since 1816. As of December 31 2015, the companys aver-

age daily availability was 35.4 million gallons and its service terri-

tory had an estimated population of 194,000. Has more than 66,000
customers. Residential customers accounted for 63% of 2015 reve-

nues, oommerdal and industrial (29%), other (B%). It also provides

sewer billing services. Incorporated: PA. York had 108 full-time em-

ployees at 12/31/15. PresidenVCEO: Jeffrey R. Hines. Ot-

ficers/directors own 1.1% of the common stock (4116 proxy). Ad-

dress: 130 East Market Street, York, Pennsylvania 17401. Tele

phone: (717) 845-3601. Internet: vwvw.yorkwater.com.

Y o r k  W a t e r ' s  s e c o n d - q u a r t e r  f i n a n c i a l
r e s u l t s  w e r e  l i t t l e  c h a n g e d  f r o m  t h e
p r i o r y e a r . T h e  P e n n s y l v a n i a - b a s e d  o p e r -
a t o r  g e n e r a t e d  r e v e n u e s  o f  $ 1 1 . 8  m i l l i o n ,
m a r g i n a l l y  l o w e r  t h a n  t h e  c o m p a r a b l e
2 0 1 5  f i g u r e .  T h e r e  h a s  b e e n  n o  m o v e m e n t
o n  t h e  r a t e  h i k e  f r o n t ,  a n d  t h i s ,  i n  c o n -
j u n c t i o n  w i t h  l o w e r  c o n s u m p t i o n ,  y i e l d e d  a
t o p - l i n e  c o n t r a c t i o n  f o r  t h e  J u n e  p e r i o d .  I n
t h e  s a m e  b r e a t h ,  e a r n i n g s  o f  $ 0 . 2 3  a  s h a r e
d u r i n g  t h e  p e r i o d ,  w h i l e  i m p r o v i n g  b y  a
p e n n y ,  y e a r  o v e r  y e a r ,  m i s s e d  o u r  m a r k  b y
$ 0 . 0 3 .  S t i l l ,  a  h i g h e r  t a x  r a t e  c o n t i n u e s  t o
a i l  t h e  b o t t o m  l i n e ,  w h i c h  m o r e  t h a n  o u t -
w e i g h e d  b e n e f i t s  f r o m  l o w e r  o p e r a t i n g  e x -
p e n s e s .  T h i s  s c e n a r i o  o f  h i g h e r  t a x e s  a n d
l a c k l u s t e r  r e v e n u e  g r o w t h  o u g h t  t o  s t a y  i n
p l a c e  o v e r  t h e  n e a r  t e r m .
T h e r e f o r e ,  w e  a r e  r e d u c i n g  o u r  f u l l -
y e a r 2 0 1 6  t o p -  a n d  b o t t o m - l i n e e s -
t i m a t e s a c c o r d i n g l y E a r n i n g s c o m -
p a r i s o n s  o v e r  t h e  b a c k  h a l f  o f  t h e  y e a r
o u g h t  t o  b e  f l a t ,  w i t h  r e v e n u e s  p i c k i n g  u p
s l i g h t l y  W e  a r e  t r i m m i n g  t h e  l a t t e r  b y
$ 1 . 5  m i l l i o n ,  t o  $ 4 8 . 5  m i l l i o n ,  r e p r e s e n t i n g
m o d e s t  g r o w t h , o n  a n  a n n u a l  b a s i s .
L i k e w i s e ,  o u r  2 0 1 6  e a r n i n g s  e s t i m a t e  i s
b e i n g  l o w e r e d  b y  $ 0 . 0 3 ,  t o $ 0 . 9 7  a  s h a r e ,

i n  l i n e  w i t h  t h e  p r i o r  y e a r ' s  p r o f i t  f i g u r e .
L o o k i n g  f u r t h e r  o u t ,  w e  t h i n k  m e a n i n g f u l
g r o w t h  w i l l  l i k e l y  c o m e  b a c k  i n t o  t h e  p i c -
t u r e  i n  2 0 1 7 .
L o n g - t e r m  g r o w t h  w i l l  l i k e l y  c o m e
f r o m  a c q u i s i t i o n s  a n d  i n t e r n a l i n v e s t -
m e n t s .  Y o r k  h a s  s p e n t  a b o u t  $ 5  m i l l i o n  i n
c a p e t h r o u g h  t h e  f i r s t  h a l f  o f  t h e  y e a r .
F o r  t h e  r e m a i n d e r  o f  2 0 1 6 ,  m a n a g e m e n t
h a s  g u i d e d  e x p e n d i t u r e s  o f  a p p r o x i m a t e l y
$ 1 2  m i l l i o n .  T h e  u s e  o f  t h e s e  f u n d s  o u g h t
t o  o s c i l l a t e  b e t w e e n  r e v a m p i n g  i t s  a g i n g
i n f r a s t r u c t u r e ,  s t r e n g t h e n i n g  w a t e r  t r e a t -
m e n t  s y s t e m s ,  a n d  a d d i t i o n a l  w a t e r  m a i n s
i f  n e e d e d .  F u r t h e r m o r e ,  a c q u i s i t i o n s  a r e
l i k e l y  i n  t h e  c a r d s  o v e r  t h e  p u l l  t o  l a t e
d e c a d e ,  T h e  c o m p a n y ' s  b a l a n c e  s h e e t  i s  i n
r e l a t i v e l y g o o d s h a p e , a n d i t s c a s h
r e s e r v e s  a r e  a b u n d a n t ,  w h e n  c o m p a r e d  t o
n o r m a l  l e v e l s .
T h i s  n e u t r a l l y  r a n k e d  i s s u e  l a c k s  i n -
v e s t m e n t  a p p e a l  a t  t h e  m o m e n t . I t  i s
s l a t e d  t o  b e  a  m a r k e t  p e r f o r m e r  i n  t h e
y e a r  a h e a d .  T o o ,  t h e  s t o c k  i s  a l r e a d y  t r a d -
i n g  i n s i d e  o f  o u r  3 -  t o  5 - y e a r  T a r g e t  P r i c e
R a n g e ,  t h e r e b y  d i s c o u n t i n g  m u c h  o f  t h e
g r o w t h  w e  e n v i s i o n  o v e r  t h a t  t i m e  f r a m e .
N i c h o l a s R  P a t r i k i s O c t o b e r  1 4 ,  2 0 1 6 `

(C) In millions, adjusted for splits. Company's Financial Strength
Stock's Price siabimy
Price Growth Persistence
Earnings Predictability

B+
85
60
95

18.5
15.5

Target Price Range
2019 2021

64

48
40

32

24
20
16

12

8

- 6

IIIIIIIH III

(A) Diluted earnings. Next earnings report due
late November.
(B) Dividends historically paid in late-
December, February, June, and September.
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Pima fumy C°"1p=mr
Comparative Risk Study

Computations of Operating Margin and Coe1F.<:ient of Vanaton of Operating Margin

Exmhn
Page 1 of 3

Oneralinn Inrtnme FF\IT IS in m1IIinn*=.1
Coef li dsnt
of variation

Rf f1r\pf=\1iHr1 lemme2915 2911 2913 2912 2Q.L1. Anszasn
Sid
os.

Cnmnanv
American States Water
Aqua America
Calfomia Water
Connechcui Waiver
Middlesex
SJW Corp
York Water Company

s xm m l
AWR
wi r e
CW T

c l w s
MSEX
SJW

YORW

119
321

71
'27
35
80
23

119
314
1us
25
34
9 3
22

119
305
so
22
31
53
21

111
322
92
20
2a
55
21

95
286
90
15
24
54
20

11206
30960
91 20
22.00
3. .00
87.00
2 1.40

10.48
1484
1354
4.30
477

1 B.40
1 14

00930
010479
0.1484
0.1955
0.1560
0.2746
0.0533

Water Proxy Group 01384

Company 0.59 0.70 0 6 3 0.43 0.66 0.60 011 0.1761

Risk relative to me average risk dl* the water utilities sample 1 .27

293.5 Ana 291.2 2912 291.1 A u lsmsSale= 'S in millirwrW
Cnmnanv

American States Water
Aqua America
California Water
Connecticut Water
Middlesex
SJW Corp
York Water Company

Sxmbsll
AWR
VVTR
CVVT
c o w s
MSEX
SJW

YORW

459
814
sos
9 5

126
305

47

466
780
598

94
117
320
46

472
vas
584

91
115
277
42

467
758
sen

84
110
2e2

41

419
712
502

as
102
239

41

457
767
566

87
114
281

43

Company 5.87 5.91 5 8 7 5.19 5.11 5.59

291.5
26 01 %
39 43%
1207%
2S13%
28.57%
26.22%
48.83%

2121.1
22.57%
40.17%
17.93%
23.19%
23.53%
22.59%
4878%

Average
s m

De x.

Onamiinn Mamln f%'»
Cnmnahv

Amercian Water Works
Aqua Mmerica
California Water
Conneetucut Water
Middlesex
SJW Corp
York Water Company

we;
AWK
VVTR
car

CTWS
MSEX
SJW

NoRw

2918
25.54%
40.26%
18.23%
25.30%
29 06%
29.06%
47.83%

m a
25.21 %
39 68%
15.92%
24.18%
26 96%
19.13%
50 00%

2912
23. 77%
42.48%
16.51 %
23 81 Qs
25.45%
20.99%
512296

2464%
48.40%
1615%
25.18%
26.71 %
23.80%
493396

0.01
0.01
0.02
0 GO
0.02
0104
0.o1

Co-eflidérlt
of variation

Rf Gnnraiinn Marflln
0.0561
0.0301
0.1530
0.0831
0 0852
0.1701
0.0265

Average Water Proxy Group 294356 00863

Company 10.83% 11.86% 10.69% 820% 12.83% 107296 0.02 0.1657

Risk nlatlve to the average risk of me water utilities sample 1.92

Rearm nn Fnmvv mom

E l i 291.3 2011 Average
SM

Cc-effident
of variation

RO
Cnmnanv

Amencarn States Water
Aqua Pmtnuncza
Califomsa Water
Con.r\ecbcut Water
Middlesex
SJW Corp
York Water Company

sxmzmz
AWR
W TR
CVVT

c o w s
MSEX
SJW

VORW

13.0%
11.7%

7.096
101%

9 6 %
9 9 %

11.5%

121%
12.9%

9.0%
w m a
9.3%

14 4%
11.0%

12.7%
13.4%
9.0%
9.3%
8.7%
7 0%
94%

11 .9%
11 0%
9.0%
7.3%
7.8%
8 1 %
9.3%

10.3%
1 1 .6%
B0%
8 3%
7.5%
7.9%
9.5%

12.0%
121%
8 4 %
9.0%
86%
9.5%

10.1%

0.01
0 0 1
0.01
0.01
0.01
0.03
0.01

0.0870
0.0a21
0.1060
0.1378
01089
0.3125
0 1002

Water Proxy Group 10.4% 11.3% 9 9 % 9.2% 9.0% 10.0% 0.1332

Line

MQ.
1
2
3
4
5
s
7
8
9

1 o
1 |
12
13
14
15
i s
17
18
19
20
21
22
2 3
24
2 5
26
27
2B
29
t o
31
32
33
34
35
36
37
3 8
39
441
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
so
S1
Hz

Company 2.43% 2.55% 2.52% 0.51 % 2.29% 206% 0.01 04226

Risk relative to the Average risk of the water utilities sample

14 20

3.17
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Pima Utility Company
Comparative Risk Study

Beta Estimate Using Duff and Phelps Risk Study Portfolio Information

Exhibit
Page 1 of 3

Line
M

A. Beta Estimates for Water Sample Group and Comoany`

1 Company
Oneratinu Margin'

10.72%
CV (Oneraiinu Margin\'

16.57%
CV (ROE11

42.26%

2 Water Proxy Group 2 29.43% 19 8.53% 22 13.32%

Portfolio Sum Beta' Portfolio Sum Betas Portfolio Sum Beta' Ave rage

3 Co mpa ny 1.19 1.12 1.17

4 Water Proxy Group 0.84 1 .go 0.91

5 Percentage Difference 41.7% 12.0% 2 8 5 % 27.4%

B. Assume oercentaue difference is the same for water utilities as companies in General

6 Water Sample Groups 0.69 0 5 9 0.69

7 Implied Beta for Company/5 0.98 0.77 0.89 o.as

Notes:
1 See work papers. CV stands for Coetlicient of Variation,
in Source is Duff & Phelps 2016 Valuation Handbook, Risk Study, Exhibit D-1, Companies Ranked by Operating Margin.
:l Source is Duff & Phelps 2016 Valuation Handbook, Risk Study, Exhibit D-2, Companies Ranked by CV (OpelaUng Margin).

' Source is Duff & Phelps 2016 Valuation Handbook, Risk Study, Exhibit D-3, Companies Ranked by cy (Operating Margin).

Source is Schedule D-4.3.
s Calculated by multiplying (1+ percentage difference in risk study betas) times average beta for the water sample group,

EQEYQIIQ
14

29/119119
13

EQLKIQHQ
11



Pima Utility Company
Traditional Capital Asset Pricing Model (CAPM)

Exhibit
Page 3 of s
VWtness: Bourassa

Line

Ii;
Traditional CAPM

+<
+<

x

x

RPm' )
7.80% )

_k
10.7%

CAPM
Results
From

Sched. D-4.11

9.2%

Difference

1 .5%

Empirical CAPM +

Rpu3x .25

7.89%
+<

x.25+(
(beia2

0.88

x

X

Rp"3 )x.75
7.80% )x.75 10.9% 9.8% 1.1%

1

2

3

4

5

6

7

8

9

1 0

m°dme<s CAPM
+(
+(

beta"

o .SB
x
x

Rp..' )+
6.80% )+

RPs°
295% 12.7% 11_4% 1,3%

Average 11.4% 101% 1.3%

Notes:

"Forecasts of long-term treasury yields. See Schedule D-4B.

2 lmpiied Beta.

3Estimate of current MRP.

4 Current expected MRP from Durra.phelps for use with their data.

5 Average water proxy group adjusted company specific risk premium developed from Duff & Phelps data.

a s
3.8%

BE
3.8%

Bti
3.8%

e  2

0.88

I ll
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Pima Utility Company
Test Year Ended December 31, 2015

Summary of Cost of Capital

Exhibit
Schedule D-1
Page 1
Witness: BourassaConsildated Capital Structure of Water and Sewer Division

Aqiusted End Qf Test Year End Qf Proiected Year_ Proforma

Item of Capital
Long-Term Debt

Dollar
Amount

6,231 ,000

Percent
of

To
2761%

Weighted

9951
0.84%

Dollar
un

5,952,000

Percent
of

T I
25.92%

Weighted

Q 9 8
019%

Percent
of

T I
35.00%

Cost

3439
342%

Weighted
Co

1.20%
Stockholders Equity 11,332,925 32.39% 11.20% 8.11% __17,008843 _ 7i.08%_ 11.20% 8.30% 85.00% 1120% 7.28%
Totals 22,563 B28 100.00% 8.95% ._...g2961§43 100.00% 9.08% 10000% 8.48%

Line

M .
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
1 7
18
1 9
20
2 1
22
23
24
25
2 6
2 7
2 8
29
30

SUPPORTING SCHEDULES:
D-1
D-3
D-4
E-1 water and sewer
Testimony

RECAp SCHEDULES:
A»3

Lu

Cost
te

3.035%

Cost
Ra
3.035%



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Cost of Long Term Debt
Combined Water and Sewer Divisions

Exhibi t
Schedule D-2
Page 1
Witness: Bourassa

End of Test Year End of Projected_Year

Description of Debt
Amount

Outstandinq
Annual
Interest

Inte re s t
Ra te

Weighted
Cost

Amount
Outstanding

Annual
Interest

Interest
Rate

Weighted
Cost

Wells Fargo 6,231,000 189,111 3.035% 1 3.035% 5,952,000 180,643 3.035% 3.035%

Totals $ 6,231 ,000 189,111 3.035% $ 5,952,000 180_,643 3.035%

Line

1

2
3
4
5
6
7
8
9

10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Suooojting Sghdulggz
E-1 water and sewer
Workpapers

lllll



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Cost of Preferred Stock

Exhibit
Schedule D-8
Page 1
Witness; Bourassa

End of Test Year End of Projected_Year

Description
of Issue

Shares
Outstanding Amount

Dividend
Requirement

Shares
Outstanding Amount

Dividend
Requirement

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING

Line

1
2
3
4
5
6
7
8
g

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

SUPPORTING SQHEQULES:
E-1 water and sewer

RECAP_ SCHEDULES:
D-1

l I



Pima UtilityCompany - Water Division
Test Year Ended December 31, 2015

Cost of Common Equity

Exhibit
Schedule D-4
Page 1
Witness: Bourassa

Line
No.

The Company is proposing a cost of common equity of 11.2%
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES:
E-1 water and sewer
D-4.1 to D-4.15

RECAP SCHEDULES:
D-1



Pima Utility Company
Summary of Results

Exhibit
Schedule D-4.1
Page 1
Witness: Bourassa

Line

P P

Indicated
Cost of Eouitv for

Water Sam_;1e_Group

Indicated
Cost of Euuitv for

ComD3f1v1

1 DCF Constant Growth - Schedule D-4-7 8.8% 10.0%

2 Risk Premium Model _ Schedule D-4,9 11.3% 12.5%

3 CAPM . Schedule D-4.11 10.1% 11.3%

4 Mid-point 10.1% 11.3%

5 Financial Risk Adjustment - Schedule D-4.14 -0.1%

6 Adjusted Cost of Equity Estimate 10.1% 11.2%
I

7 Cost of Equity Recommendation 11.2%

Notes:

'Estimates include an equity risk premium of 120 basis points based on risk study. See Testimony.



Pima Utility Company Exhibit
Schedule D-4.2
Witness: Bourassa

Selected Characteristics of Sample Group of Water Utilities

Line

9 4
1
2
3
4
5
6
7

% Water
Revenues'

Operating
Revenues
fminionsV

Net
Plant

rmmi0>s»1

S&P
Bond

Ranna'

Moody's
Bond

Rating'
Allowed

RQE (%)I
Value Line

Bela2
Market

Canitaugation2
Size

Category'
Como§n_\¢
American States Water
Aqua America
California Water
Connecticut Water
Middlesex
SJW Corp.
York Water Company

Svmbol
AW R
W TR
CWT

CTW S
MSEX
SJW

YORW

71%
97%
97%
98%
87%

103%
100%

$
$
$
$
$
$
$

448_6
B14.6
596.1
100.6
128.9
318.6

47.1

$
$
$
$
$
$
$

1 ,107.1
4,823.5
1 ,785.1

568.4
497.1

1 .068.7
263.7

A+
AA_
AA.

A/A-
A
A
A .

A2
NR
NR
NR
NR
NR
NR

9.43
9.79
9.43
9.63
9.75
9.43
NM

0.70
0.70
0.75
0.60
0.70
0.70
0.70

$
$
$
$
$
$
$

1,445.5 Low-Cap
5,477.5 Mid cap
1,541.3 Low-Cap

561.8 Micro-cap
577.6 Micro-cap
893.5 Micro-cap
377.B Micro-cap

8 Average 93% $ 350.6 $ 1 .444.8 9.58 0.69 $ 1 ,553.6

9 Pima Utility Company 42% $ 5.9 $ 19.3 NR NR

Notes:
'Aus Utility Reports (September2016).
2 Value Line Analyzer Data (Weekly as of September 29, 2016)
a See Schedule D-4.15 for deHrlitions of size category



Pima utility Company Exhibit
Schedule D-4.3
VVtness: Bourassa

Capital Structures

Line
M ; Comoanv

Book Value'
Long-Term Common

Debt Equity
Long-Term

Debt

Market Value'
Common

Ecuitv

1
2
3
4
5
6
7

American States Water
Aqua America
California Water
Connecticut Water
Middlesex
SJW Corp.
York Water Company

AWR
WTR
CWT

CTWS
MSEX
SJW

YORW

41.1%
50.3%
44.4%
44.2%
39.8%
49.8%
44.5%

58.9%
49.7%
55.6%
55.8%
60.2%
50.2%
55.5%

18.4%
24.1%
24.9%
24.0%
19.1%
29.9%
18.8%

81 .6%
75.9%
75.1%
76.0%
80.9%
70.1%
81 .2%

8 Average 44.9% 55.1% 22.7% 77.3%

9 Pima Utility Company Proforma 35.0% 65.0% N/A N/A

'Value Line Analyzer Data (Weekly as of September 29, 2016)

II

m o l



Pima Utility Company Exhibit
Schedule D-4.4
Witness: Bourassa

Comparisons of Past and Future Estimates of Growth

[5]

Line

N ;
1
2
3
4
5
6
7

Company
American States Water
Aqua America
California Water
Connecticut Water
Middlesex
SJW Corp.
York Water Company

[1] [2] [3] [4]
Five-yegr historical average annual chan_es

Stock Book
Price' Values

19.46% 6.00%
10.63% 7.00%
4.54% 5.00%
6.39% 8.50%
7.66% 3.00%
2.29% 5.00%
750% 4.00%

Eps2
12.00%
13.00%
2.00%
10.50%
5.50%

15.00%
6.50%

ops
10.00%
7.50%
2.00%
2.50%
1.50%
2.50%
2.50%

Average
umpneal Gmwzh

11 .87%
9.53%
3.38%
6.97%
4.41 as
6.20%
5.15%

[6]
Value Line
Projected
Growths
6.00%
7.00%
7.50%
4.00%
5.00%
1.50%
6.00%

[7]
Average

of Historical
and Proi. Growth

8.93%
8.27%
5.44%
5.49%
4.71 %
3.85%
5.58%

8 GROUP AVERAGE 8.37% 5.50% 9.21% 4.07% 6.79% 5.29% 6.04%

Notes:
1 Compound growth in stock prices endingDecember 31 through 2015. Data from Yahoo Finance website.
2 Value Line Analyzer, weekly as of September 29, 2016.



Pima Utility Company Exhibit
Schedule D-4.5
Vastness: Bourassa

Comparisons of Past and Future Estimates of Growth

[1] [4] [5] [5]

Line

1
2
3
4
5
6
7

_Comp3flv
American States Water
Aqua America
California Water
Connecticut Water
Middlesex
SJW Corp.
York Water Company

[2] [3]
Ten-vear historical average annual changes

Stock Book
Price' Value'

10.54% 5.50%
3.16% 7.00%
1.98% 5.50%
4.49% 5.50%
4.35% 4 5 0 %
2.68% 6.00%
3.71 % 6.00%

Epsom
12.00%
8.50%
4.50%
6.00%
5.00%
6.50%
5.50%

DPS'
6.50%
8.00%
1.50%
2.00%
1.50%
4.00%
4.00%

Average
Col 1_4
8.64%
6.66%
3.37%
450%
3.84%
4.80%
4.80%

Value Line
Gmwm=
6.00%
7.00%
7.50%
4.00%
5.00%
1.50%
6.00%

[7]
Average

Of Historical
and Proi. Growth

7.32%
6.83%
5.44%
4.25%
4.42%
3.15%
5.40%

8 GROUP AVERAGE 4.42% 5.71% e,86% 3.93% 5.23% 5.29% 526%

Notes:
1 Compound growth in stop prices ending December 31 through 2015 Data from Yahoo Finance website
:z Value Line Analyzer, weekly as of September29, 2016.



Pima Utility Company
Current Dividend Yields for Water Utility Sample Group

Exhibit
Schedule D-4.6
Witness: Bourassa

[1] [2] [3]

Line

M
1
2
3
4
5
s
7

g0mliany

American States Water
Aqua America
California Water
Connecticut Water
Middlesex
SJW Corp.
York Water Com party

Stock
Price rpm\'

$  40 .05
$ 30.48
$ 32.09
$  49 .73
$ 35.24
$  43 .68
$ 29.66

Current
Dividend gm'

$ 0.94
$ 0.75
$ 0.69
$ 1.13
$ 0.80
$ 0.81
$ 0.62

Current
Dividend

Yield (D»/Pn)
2.35%
2.49%
2.15%
2.27%
2.27%
1.85%
2.09%

[4]
Average
Annual

Dividend
Yield (Di»/Pn)1'2

2.21%
2.58%
2.88%
2.93%
3.33%
2.53%
2.63%

8 GROUP AVERAGE 221% 2.73%

Notes:
1 Stock prices as d September 30, 2016. Indicated Dividend from Value Line Analyzer weekly as of September 29, 2016.

Average Annual Dividend is dividends declared per share for a year divided by the average annual price of the stock in the same year,

expressed as a percentage. As report by Value Line Analyzer software. For comparison purposes only



Pima Utility Company
Discounted Cash Flow Analysis

DCF Constant Growth

Exhibi t
Schedule D-4.7 (page 1)
Witness: Bourassa

[1] [2] [3]

*

Line

1
2
3
4
5
6
7

1 . American States Water

2. Aqua America

3. California Water

4. Connecticut Water

5. Middlesex

6. SJW Corp.

7. York Water Com party

Dividend
Yield (.Dn!P°)1

2.35%
2.49%
2.15%
2.27%
2.27%
1.85%
2.09%

Expected
Dividend

Yield_(_D1/Pnl2

2.21%
2.67%
2.31%
2.36%
2.38%
1 .8B%
2.22%

+

+

+

+

+

+

+

Value Line
Projected

Growth cam"

6.00%
7.00%
7.50%
4.00%
500%
1.50%
6.00%

[4]
Indicated
Cost of

Equity (COE)
k=Div yid + Q

(Cols 2+3)
8.21%
9.67%
9.81%
6.36%
7.38%
3.38%
8.22%

*

8 Average 7.6%

9 Adjusted Average' 8.70%

notes:
' Spot Dividend Yield = D0/P0. See Rebuttal Schedule D~4.6.

2 Expected Dividend yield = Dl/P,, = DD/P0 * (1+g).

:4 Value Line Growth rate (g). See Schedule D-4.5, Col. e.

4 Excluded because results are less than projected Baa bond yields plus 100 basis points or 7.0%. See Testimony.

II\llll



Pima Utility Company
Discounted Cash Flow Analysis

DCF Constant Growth

Exhibit
Schedule 04,7 (page 2)
Witness: Bourassa

[1] [2] [3]

Line

No

Expected
Dividend

Yield (D1/P,,)2

Average
of Historical

and Prob. Growth'

[4]
Indicated
Cost of

Equity (COE)
k=Div Yld + g

(Cols 2+3)

1
2

3

4
5

6

7

1. American States Water

2. Aqua America

3. California Waler

4. Connecticut Water
5. Middlesex

6. SJW Corp.
7. York Water Com party

Dividend
Yield (Du/Pn11

2.35%

2.49%

2. 15%

2.27%

2.27%
1 .as%

2.09%

2.56%
2.70%

2.27%
2.40%

2.38%

1.93%

2.21%

+

+

+

+

+

+

+

8.93%

8.27%

5.44%

5.49%
4.71%

3.85%

5.58%

11 .49%

10.97%

7.71 %

7.88%

7.08%

5.78%
7.78%

*

8 Average 8.4%

9 Adjusted Average' 8.8%

Notes
1 Spot Dividend Yield = Do/po. See Table 7.

2 Expected Dividend Yield = D1/P0 = D0/P0 * (1+g).
3 Historical Growth rate (g). See Scehdule D-4.5 Col. 7.
4 Excluded because results are less than projected Baa bond yields plus 100 basis points or 7.0%. See Testimony.
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Pima Utility Company
Forecasts of Long-Term Interest Rates

Exhibit
Schedule D-4.8
Witness: Bourassa

Line
No. 2011 2018 2019 Avefafle

1
2
3
4

Long-term Treasury Rates
Blue Chip Consensus Forecastsl
Value Line*
Average

3.30%
3.30%

3.90%
3.60%

4.20%
4.20%

38%

5
e
7
8

Aaa Corporate Bonds
Blue Chip Consensus Forecasts'
Value Lines
Average

4.50%
4.40%

5.10%
4.80%

5.70%
5.20%

5.0%

g
10
11
12

Baa Corporate Bonds
Blue Chip Consensus Forecasts'
Value Lines
Average

5.60% 5.10% 6.40%

6.0%

Notes:
1 Blue Chip consensus forecasts (June 2016).
2 va|ue Line Quarterly Forecasts dated September 2, 2016.

IH



Pima Utility Company
Risk Premium Analysis Based on Total Returns

Exhibit
Schedule D-4.9
Witness: Bourassa

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15

2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

Annual Total
Retufnl
16.59%
-4.05%
23.97%
13.75%
19.09%
15.88%
-2.73%
-1.81 %
-0.22%
15.30%
1.54%
15.08%
20.44%
14.98%
8.23%

Treasury
Bond Yields2

5.49%
5.43%
5.05%
5.12%
4.5G%
4.91%
4.84%
4.28%
4.08%
4.25%
3.91%
2.92%
3.45%
3.34%
2.84%

Annual Risk
Prgrqlums
11.10%
-9.48%
18.92%
8.63%

14.53%
10.97%
-7.57%
-6.09%
-4.30%
11 .05%
-2.37%
12.16%
16.99%
11 .64%
5_39%

16
17

15-year Average
5-year Average

10.4%
12.1%

4.3%
3.3%

6.1%
8.8%

18 Expected Long-term Treasury Bond Rates 3.8%

19
20
21
22

Projected Returns on Equity for Sample
15-Year Average

5-Year Average
Mid-point

9.9%
12.6%
11.3%

Notes_.
1 Computed Composite Total Returns from Yahoo Finance data.
2 Average annual 30 Yr. U.S. Treasury Bond yields as reported by the Federal Reserve.
3 Source is Schedule D-4.8.

l l  I



Line

M L
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
15
17
18
19
20

Month
Jan 2015
Feb
Mar
Apr
May
June
July
Aug
Sept 2015
Oct
Nov
Dec
Jan 2016
Feb
Mar
Apr
May
June
July
Aug
Sep

Dividend
Yield (Da/Pnl1

2.45%
2.38%
2.42%
2.40%
2.41%
2.50%
2.56%
2.70%
2.84%
2.67%
2.70%
2.80%
3.07%
2.91%
2.75%
2.63%
2.67%
2.68%
2.56%
2.56%

Pima Utility Company
Estlmation of Current Market Risk Premium

Using DCF Analysis

Expended
Divldend

Yield (D1/Pu)2
2.68%
2.61%
2.64%
2.61%
2.63%
2.72%
2.78%
2.95%
3.10%
2.91%
2.94%
3.04%
3.33%
3.16%
2.97%
2.84%
2.89%
2.88%
2.77%
2.77%

+
+
+
+
+
+
+
+
+
+
+
+

+
+
+
+
+
+

+

+
+

Expected
Gwwlh rm"

9.50%
9.50%
9.17%
9.00%
9.00%
8.83%
8.83%
9.00%
9.00%
9.00%
8.83%
8.67%
8.50%
8.50%
8.00%
8.00%
8.00%
8.00%
8.17%
8.17%

Expected
Market

Recur lk)
12.18%
12.11 %
11.81 %
11.61 %
11.63%
11.56%
11.62%
11.95%
12.10%
11.91 %
11.77%
11.71 %
11.83%
11.68%
10.97%
10.84%
10.89%
10.88%
10.93%
10.93%

Monthly Average
30 Year

Treasury Rate'

2.46%
2.57%
2.63%
2.59%
2.96%
3.11 %
3.07%
2.86%
2.95%
2.89%
3.03%
2.97%
2.86%
2.62%
2.68%
2.62%
2.63%
2.45%
2.23%
2.26%

Exhibit
Schedule D-4.10
Witness: Bourassa

Expected
Market Risk

Premium (MRP)

9.72%
9.54%
9.18%
9.02%
8.67%
8.45%
8.55%
9.09%
9.15%
9.02%
8.74%
8.74%
8.97%
9.04%
8.29%
8.22%
8.26%
8.43%
8.70%
8.67%

21 Recommended 2 5 9 % 2.80% + 8.11% 10.91% 2.31% 8.60%

22
23
24
25
26

Short-tem'\ Tre&d§
Recent Twelve Months Avg
Recent Nine Months Avg
Recent Six Months Avg
Recent Three Months Avg

2.73%
2.73%
2.64%
2.59%

2.96%
2.96%
2.85%
2.80%

+
+
+
+

8.40%
8.22%
8.06%
8.11%

11.37%
11.18%
10.90%
10.91%

2.68%
2.59%
2.48%
2.31 %

8.68%
8.59%
8.43%
8.60%

Notes:
1 Average Dividend Yield (D0/P0) of dividend paying stocks. Data from Value Line Investment Analyzer Software Data - Value Line 1700 Stocks

2 Expected Dividend yield (D1/P0) equals current average dividend yield (D0/P0) times one plus growth rate(g).

3 Median of Projected EPS and Projected DPS Growth for VL 1700 stocks. Data from Value Line Investment Analyzer Software.

' Monthly average 30 year U.S. Treasury. Federal Reserve.



Pima Utility Company
Capital Asset Pricing Model (CAPM)

Exhibit
Schedule D-4.11
Witness: Bourassa

Line

M
1

2

3

Traditional CAPM
M

3.8%
+(
+(

(betas

0.69

X

X

Rpm3 )

7 8 0 %  )
_k

9.2%

Empirical CAPM

M

3.8% +

RPm3X .25

7.80%
+<

X.25+(
beta'

0.69

X

X

RPm3 ) x. 7 5

7 . 8 0 %  ) x. 7 5 9.8%4

5

6

7

8

g

10

Modeled CAPM
M

3,8%

beta*

0.69
X

X

RPm4 ) +

6 BO %  ) +
RPS

2.95% 11.4%

Average 10.1%

Notes:
1 Forecasts of long-term treasury yields. See Schedule D-4.8.
2 Average Beta or Water Proxy Group. See Schedule D-4.2.
3 Estimate of current MRP. Average of historical MRP (1926-2015) and current MRP (using current VL 1700 average dividend yields and median projected
book value, earnings, and dividend giawth).

Historical MRP (1926-2015)
Current MRP

Average
4 Estimate of Current MRP.

Historical MRP (1963-2015) 5.00%
Cun*ent MRP 8.60%

Average 6.80%
5 Averagewater proxy group adjusted company size risk premiumDuff& Phelps Size Study and Risk Study. See Testimony.

7.00%

8.60%

7.80%

ill I



Pima Utility Company
Financial Risk Computation

Unlevered Beta

Exhibit
Schedule D-4.12
Witness: Bourassa

VL
Beta

Raw Tax
Rate

Q

MV
Debt
Q

MV
Equity

E
1.
2.
3.
4.
5.
6.
7.

Comoanv
American Water Works
Aqua America
California Water
Connecticut Water
Middlesex
SJW Corp
York Water

.QQ
0.70
0.70
0.75
0.60
0.70
0.70
0.70

Beta
Raw B. 2

0.55
0.55
0.63
0.40
0.55
0.55
0.55

38.4%
6.9%
36.0%
35%
34.5%
38.1%
27.5%

18.4%
24.1%
24.9%
24.0%
19.1%
29.9%
18.8%

81 .6%
75.9%
75.1%
76.0%
80.9%
70.1%
81.2%

Unlevered
Raw Beta

Qu
0.48
0.42
0.52
0.31
0.48
0.44
0.47

Sample Water Utilities 0.69 0.54 2G.4% 22.7% 77.3% 0.45

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

1 Value Line Investment Analyzer data. See Schedule D-4.1.
Value Line uses the historical data of the stock, but assumes that a security's beta moves toward the market average over time The formula is as follows:
Adjusted beta = .33 + (67) * Raw beta

2 Raw Beta = (VL beta - 33)/(67)
3 Effective tax rates for year ended December 31, 2015.
4 See Schedule D-42
s Raw Bu = Raw BL/ (1+ (1~t)'D/E)



Pima Utility Company
Financial Risk Computation

Relevered Beta

Exhlbit
Schedule D-4.13
Page 1
Witness: Bourassa

Unlevered
Raw
Beta

But

MV
Book
Debt

E l

MV
Equity
Capital

E T

Tax
Rate

11

Relevered
Raw Beta

8RL=8U (1+(1-t)BD/EC))

Qu

VL
Adjusted

Relevered
Beta

.as + .G7(Raw Beta)

8 1
Pima Utility Company 0.45 18.1% 83.9% 2456% 0.51 0.67

Lung-term Debt

Preferred Stock

Common Stock

Total Capital

Company
(in Thousands)
$ 8,370
$ .
$ 15,546
$ 23,916

1.00
1.00
2.81

MV
(in Thousands)

$ 8,370

Line
.ML

1
2
3
4
5
6
7
8
9

10
11
12
13 1 Unlevered Beta from Unlevered Beta lab in WP
14 2 Proforma Capital Szrucnure of Qomoany perD~1
15
16
17
18
19
20
21
22 (a) Current market-to-book ratio of sade water utilities. See wad( papers.
23
24 :e CurremTax rate based on lest year. See Schedule C-5.
25
26

(a) _
$

43,756
52,126

M
M

1610%
0.0%
83.9%
100.0%



Pima Utility Company
Traditional Capital Asset Pricing Model (CAPM)

Exhibit
Schedule D-4.14
Witness: Bourassa

Rf '

Line

1
2
3

Traditional CAPM 3.8%
+(
+(

beta'

0.69
x

X

RPm3 )
7 .80% )

_k
9.2%

4 Empirical CAPM
M

3.8% +
Rp.,3

7.80%
x.25+(
x.25+(

beta'

0.69
X

x

RP.P )x.75
7.80% )x.75

K
9.8%

Modified CAPM
M

3.8%
+(
+(

beta'

0.69
X

X

Rpu4 ) +

6 . 8 0 % )+
RPS
2.95%

_k
11.4%

5
6
7
8
9

10
11
12
13

Average 10.1%

Relevered
beta"

14
15
16
17

Traditional CAPM
+(
+( 0.67

X

X

RPm3 )
7 .80% )

_k
9.0%

K
Empirical CAPM

M

3.8% +

Rp\,3

7.80%

x.25+(
x.25+(

Relevered
beta" x

0.67 X

RP.E )x.75
7.80% )x.75 9.7%

Rf '
Relevered

beta"
Modeled CAPM 3.8% 0.67

X

X

Rpm' ) +

6 . 8 0 % )+
Rp45

2.95%
_k

11.3%

18
19
20
21
22
23
24
25
26
27

Average 10.0%

Indicated Financial Risk Adjustment -0.1%

Notes:
1 Forecasts of long-term treasury yields. See Schedule D-4.8.
z Average Beta or Water Proxy Group
3 Estimate of current MRP. Average of historical MRP (1926~2015) and current MRP (using current VL 1700 average dividend yields and median projected
book value, earnings, and dividend gmvNh).
4 Current expected MRP from Du1T8-Phelps for use with their data.
5 Average water proxy group adjusted company specific risk premium developed from Duff & Prielps data. See Testimony.
s Relevered Beta. See Scehdule D-413

sri
3.8%



Pima Utility Company
Risk Premium'

Exhibit
Schedule D-4.15
Vvhtness: Bourassa

Line
No B§1§(81

Size
Premium

Risk
Premium

for Small Water unities'

1 Mid-cap Companiesz 1.12 1 .TO%

2 Low-Cap Companies° 1.22 1.70%

3 Micro-Cap Companies' 1.35 358%

4 Decile 105 1 .40 5.60% 3.19%

Risk
Premium

8LSmalI Wage; Utilities

5 Estimated Risk Premium for small utilities 0.99%

e Estimated Risk Premium for Companys 140% to 150%

1.
2

3.

4.

5.

6.
7.

American States

Aqua America

California Water

Conneclicut Water
Middlesex

SJW Corp .
York Water Company

Weighted
Size Premium

0.56%
0.56%
0.56%
029%
0.29%
0.56%
029%
3.19%

' Data from Table 4-7 of Duff & Phelps, 2016 Valuation Handbook Guide to Cost of Capital.
2 Mid-Cap companies includes companies with market capitalization between $2,os06 million and $9.611.2 million,
:i LovlrCap companies includes companies with market capitalization between $448.5 million and $2,090.6 million.
4 Micro-Cap companies includes companies with market capitalization less than $448.5 million.
is Decile 10 includes companies with market capitalization less than $209 million.
s FromTable 2, Thomas M. Zepp, "Utility Stocks and the Size Effect Revisited," The Quarterly Review

of Economics and Finance , 43 (2003), 578-582
1 Computed as the weighted differences between the Micro-Cap risk premium and the indicated risk premiums

for the sample water utilities as shown below Excludes risk due to differences in beta
Market Cap. Size Difference

LMillionsl Q Premium to Dedle 10 Weight
s 1,446 Low-Cap 1.70% 3.90% 0.142a5714
s 5,478 Mid~Cap 190% 4.60% 014285714
s 1,541 LuwCap 1.70% 3.90% 0.14285714
s 562 Miao-Cap 358% 2.02% 0.142s5714
s 578 Micro-Cap 3.58% 2.02% 0.14285714
s ask Micro»Cap 1.70% 3.90% 0.14285714
s 378 Miao-Cap 358% 2.02% 0.142s5714

Average 2.41 % Wghtd Size Prem. for Small Utilities
I See work papers.Results ofComparativeRisk Study.


