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INTRODUCTION 1 

Q. Please state your name for the record and by whom you are employed. 2 

A. My name is Timothy James Coley.  I am employed by the Residential 3 

Utility Consumer Office (“RUCO”). 4 

 5 

Q. Did you file direct testimony in this docketed case (W-01303A-05-0405) 6 

before the Arizona Corporation Commission (“ACC”) on behalf of RUCO? 7 

A. Yes.  I filed direct testimony regarding this case on January 16, 2006. 8 

 9 

Q.  What is the purpose of your surrebuttal testimony in this proceeding? 10 

A. The purpose of my surrebuttal testimony in this proceeding is to present 11 

my response to Arizona-American Water Company’s Paradise Valley 12 

Water District’s (hereafter referred to as “AZ-AM”, “PV” or “Company”) 13 

rebuttal testimony filed by Company witness Mr. Joel M. Reiker.  My 14 

surrebuttal will supplement and complement my direct testimony, as well 15 

as RUCO’s, on matters pertaining to the Company’s rebuttal positions in 16 

this docket. 17 

 18 

Q. Is there another witness on behalf of RUCO presenting responses to the 19 

Company’s rebuttal testimonies? 20 

A. Yes.  RUCO witness, Mr. Rodney L. Moore, will present RUCO’s 21 

responses to the Company’s rebuttal testimonies on operating income and 22 

expenses.  Mr. Moore will also address arsenic cost recovery mechanism 23 
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(“ACRM”) issues.  Ms. Marylee Diaz Cortez discusses RUCO’S position 1 

on the fire flow and high-block usage matters in her surrebuttal testimony.  2 

RUCO witness, Mr. William A. Rigsby, presents cost of capital issues in 3 

his surrebuttal testimony.    4 

 5 

Q. What areas will your surrebuttal testimony address? 6 

A. I will provide surrebuttal testimony in the following areas: 7 

1. RUCO Rate Base Adjustment 1:  Plant Held For Future Use 8 

(“PHFFU”). 9 

2. RUCO Rate Base Adjustment 2:  Gain on Sale of Land. 10 

3. RUCO Rate Base Adjustment 3:  Capitalized Expenses. 11 

4. RUCO Rate Base Adjustment 4:  Working Capital. 12 

5. RUCO’s Rate Design.   13 

 14 

Q. Have you included any updated schedules and/or revenue requirements in 15 

this surrebuttal filing? 16 

A. Yes.  I have provided updated working capital, cash working capital, and 17 

rate design schedules to reflect RUCO’s surrebuttal adjustments. 18 

 19 

 20 

 21 

 22 

 23 
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RATE BASE 1 

Plant Held for Future Use (“PHFFU”)  2 

Q. Did the Company accept RUCO’s adjustment to rate base to disallow 3 

PHFFU? 4 

A. No. 5 

 6 

Q. What reasons did the Company provide in its rebuttal testimony for not 7 

accepting RUCO’s adjustment to remove plant that is not used? 8 

A. The Company states that it does not accept RUCO’s adjustment to 9 

remove plant that currently is not used “for the same reasons we do not 10 

accept Staff Rate Base Adjustment 1,” which is the identical adjustment 11 

RUCO made. 12 

 13 

Q. Please provide a brief synopsis of the Company’s rationale for not 14 

accepting both Staff’s and RUCO’s adjustment to remove PHFFU from 15 

rate base? 16 

A. The Company cites two prior Commission decisions (Decision No. 59079, 17 

docketed May 5, 1995 and Decision No. 61831, docketed July 20, 1999) 18 

that allowed plant in rate base and thus earn a return. 19 

 20 

Q. Did you review the decisions cited by the Company? 21 

A. Yes.  I reviewed both of the decisions in addition to Decision 67093, which 22 

is the most recent AZ-AM rate case decision docketed on June 30, 2004. 23 
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Q. Please discuss the two decisions that the Company cites in its rebuttal 1 

testimony. 2 

A. In Decision No. 59079, the Company included a back-up pump in its rate 3 

base in the amount of $7,544.38 (whereas the Company is requesting 4 

$138,682 for PHFFU in the instant case, which is more than 18-times what 5 

was requested in Decision No. 59079).  RUCO recommended removal of 6 

this amount since it was property that was being held for future use and 7 

thus not currently used and useful in the provision of water service. 8 

 9 

Decision No. 61831 is silent on the issue of plant held for future use.  10 

Therefore, it provides no precedent in this case. 11 

 12 

Finally, in reviewing Commission Decision No. 67093, Staff proposed an 13 

adjustment to remove $2,270,531 from plant the Company recorded at the 14 

end of the test year.  “Arizona-American accepted Staff’s plant-in-service 15 

adjustments1” as “not-used-and-useful plant.” 16 

 17 

Q. What is RUCO’s recommendation for the Company’s PHFFU in rate base 18 

of $138,682? 19 

A. RUCO recommends an adjustment to remove $138,682 from rate base, 20 

which concurs with Staff’s direct testimony recommendation. 21 

 22 

                                                 
1 Arizona Corporation Commission Decision No. 67093, page 7, line 27. 
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Gain on Sale of Land 1 

Q. Did the Company accept RUCO’s adjustment to reduce rate base by 50 2 

percent of the sharing on a pre-tax gain of sale on land? 3 

A. No. 4 

 5 

Q. What reason(s) does the Company provide for not sharing the gain as 6 

proposed by RUCO? 7 

A. The Company states “for multiple reasons, the most apparent of which is 8 

that we already propose to share this gain with our customers.” 9 

 10 

Q. Does RUCO agree with the Company’s rebuttal position that sharing the 11 

gain with ratepayers on an after-tax basis is more than sufficient? 12 

A. No.  Past Commission decisions have historically ordered companies to 13 

share gains with ratepayers on a 50/50 basis.  RUCO agrees that the gain 14 

should be shared but not on an after-tax basis. 15 

 16 

Q. Why does RUCO not accept the Company’s proposal to share the gain 17 

with ratepayers on an after-tax basis? 18 

A. RUCO opposes the Company’s proposal because the ratepayers would 19 

be paying taxes on their entire portion of the gain before receiving any of 20 

the gain over the proposed 5-year period.  That ignores the time-value of 21 

money.  In present value terms, a tax dollar paid this year costs more than 22 

a tax dollar paid in a future year. 23 
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Q. Please discuss RUCO’s rationale for reducing rate base by half of the pre-1 

tax gain and reduce depreciation expense by one-fifth of that amount. 2 

A. The asset (property) sold that created the gain was a plant item, and thus 3 

was an addition to rate base.  RUCO believes the ratepayers’ portion of 4 

the gain should also receive rate base recognition as a regulatory liability 5 

on the Company’s balance sheet.  This deduction from rate base properly 6 

recognizes that the Company has no investment (i.e., CIAC) in the free 7 

capital provided from the ratepayers’ share of the gain.  Otherwise, the 8 

Company has full access to the ratepayers’ share of the gain to invest at a 9 

zero-percent cost.  The Company’s proposal would completely ignore the 10 

ratepayers’ time value of money on their share of the gain until fully 11 

refunded over a five-year amortization. 12 

 13 

Q. Please summarize your recommendation, as made in your direct 14 

testimony, regarding the ratemaking treatment of the gain. 15 

A. RUCO recommendations are as follows: 16 

1. RUCO accepts Company’s 50/50 sharing of gain. 17 
2. RUCO recommends sharing the gain on a pre-tax basis. 18 
3. RUCO recommends rate basing the ratepayers’ share of gain as a 19 

regulatory liability, and 20 
4. amortize the liability over five years against depreciation expense 21 

and pay the income tax on the gain over five years. 22 
 23 
 24 

 25 

 26 

 27 
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Capitalized Expenses 1 

Q. Did the Company accept RUCO rate base adjustment #3 to capitalize 2 

certain expenses rather than expensing them? 3 

A. Yes.  The Company accepted this adjustment in Company Rate Base 4 

Adjustment AAW-6, shown on Schedule JMR-RB3, page 2, column K.  5 

Thus, this issue is no longer in contention. 6 

 7 

Working Capital 8 

Q. Has the Company accepted some of your working capital 9 

recommendations? 10 

A. The Company has accepted portions of my working capital adjustments as 11 

described below: 12 

1. The Company agrees with RUCO’s adjustment that reconciles the 13 
Company’s lead/lag study expense amounts with the adjusted test 14 
year expenses shown on Schedule C-1 of the Company’s 15 
application. 16 

 17 
2. The Company agrees with RUCO’s adjustment to increase working 18 

capital by $7,774 for the Mummy Mountain acquisition cost as 19 
authorized by the Commission. 20 

 21 
3. The Company agreed with RUCO’s adjustment to include interest 22 

expense in the Company’s lead/lag study with the condition that all 23 
capital costs be included, including the cost of equity.  RUCO 24 
disagrees with the Company’s conditional agreement to include 25 
cost of equity and will discuss the reason later in my testimony. 26 

 27 
4. The Company agreed to restate Paradise Valley’s (“PV”) revenue 28 

lag to 38.3 days as calculated by RUCO using an actual PV bill 29 
sample. 30 

 31 
 32 
 33 



Surrebuttal Testimony of Timothy J. Coley 
Docket No. W-01303A-05-0405 
 
 

 8

Q. What portions of your working capital adjustments does the Company 1 

continue to dispute? 2 

A. AZ-AM does not agree with the following RUCO working capital 3 

adjustments: 4 

1. The Company does not accept RUCO’s calculation of 5 
recommended property tax lag days. 6 

 7 
2. From Company witness’ Mr. Reiker’s rebuttal testimony, the 8 

Company accepts RUCO’s inclusion of interest expense in the 9 
lead/lag study with the condition that cost of equity is also included.  10 
RUCO does not accept the condition of including cost of equity.  11 
Therefore, the Company does not accept RUCO’s inclusion of 12 
interest expense in the lead/lag study. 13 

 14 
 15 
Q. Does RUCO agree with the Company’s rebuttal position on property tax 16 

lag days? 17 

A. No.  The Company is essentially prepaying the expense before the due 18 

date or more aptly before the payment becomes delinquent.  Aggressive 19 

cash management firms delay payment of expenses until the due date 20 

stated on the bill or invoice.  Prepaying an expense before it is due 21 

creates an artificial and greater need for excessive cash in the working 22 

capital calculation.  Prudent cash management organizations normally can 23 

earn a greater return on their investments by freeing up available cash 24 

rather than prepaying expenses before they become due.  Otherwise, in a 25 

regulated public utility, ratepayers are held responsible for an unnecessary 26 

amount of cash working capital.  If this practice is condoned, each and 27 

every expense could hyper-inflate the need for cash working capital by 28 
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simply paying before the expenses due date.  This practice is not in the 1 

public interest. 2 

 3 

Q. Is the Company proposing any additions, deletions, and/or revisions to the 4 

cash working capital lead/lag study calculation that differs from its pre-filed 5 

direct testimony? 6 

A. Yes.  In the Company’s rebuttal testimony, PV is proposing a revised cash 7 

working capital lead/lag study with the following supplementary additions, 8 

deletions, and revisions: 9 

1. Depreciation & Amortization Expense – was added. 10 
2. Return on Equity and Interest – was added. 11 
3. Purchased Water Expense – was removed. 12 
4. Goods and Services Expense – was revamped and broke out 13 

into several sub-accounts. 14 
� Insurance Other Than Group – was added. 15 
� Chemicals Expense – was added. 16 
� Other Operating Expenses – was added. 17 
� Taxes Other Than Income – was added to combine several 18 

accounts. 19 
� Management Fees – was added. 20 

5. Group Insurance – had revised lead expense days. 21 
� Pension Expense – had expense lag days not provided in 22 

application. 23 
� Rent Expense – had revised expense lead days. 24 

 25 

Q. Please address the first of these items; the Company’s position to include 26 

depreciation & amortization expense in its revised rebuttal cash working 27 

capital lead/lag study calculation? 28 

A. The Company states that its accumulated depreciation account will be 29 

under-funded by 38.3 days worth of depreciation expense and proposes 30 

that depreciation expense must be included in the lead/lag study. 31 
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Q. Does RUCO agree that a non-cash expense such as depreciation & 1 

amortization expense be included in a cash working capital lead/lag study 2 

calculation? 3 

A. No.  A company’s cash working capital requirement is the amount of cash 4 

the company must have on hand to cover expenses that must be paid 5 

before revenues are available (received) to make those expense 6 

payments.  Depreciation and amortization is not a cash account and 7 

should not be included in the calculation of cash working capital. 8 

 9 

Q. Has the Commission disallowed depreciation and amortization expense in 10 

cash working capital calculations in the past? 11 

A. Yes.  Commission Decision No. 59079, dated May 5, 1995, which was 12 

also for Paradise Valley Water Company, disallowed depreciation and 13 

amortization expense in the calculation of cash working capital 14 

requirements.  The Commission gave the following reason for disallowing 15 

non-cash accounts to be included in cash working capital calculations: 16 

As we have stated in numerous other decisions, the 17 
calculation is for “cash working capital” and not “cash and 18 
non-cash working capital”. 19 

 20 

 21 

 22 

 23 
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Q. Please address the second of these items; the Company’s inclusion of the 1 

cost associated with equity in its cash working capital calculation in the 2 

Company’s rebuttal testimony. 3 

A. The Company states, “The cost associated with equity is as much a cost 4 

of providing service as the cost associated with debt, and the Company 5 

should be compensated for its implicit additional investment…” 6 

 7 

Q. Does RUCO agree with the Company that it should be compensated for 8 

the cost associated with equity? 9 

A. The Company has not had a cost associated with equity since 2003.  10 

Company witness Reiker stated in his direct testimony on page 15, line 10 11 

– 11, the following: 12 

In fact, Arizona-American Water has not paid a dividend 13 
since 2003 and will not pay one in 2006. 14 

 15 

Q. How does RUCO characterize a return on equity in AZ-AM’s cash working 16 

capital calculation? 17 

A. In this case, RUCO characterizes the Company’s cost associated with 18 

equity as a non-cash item as described above in my discussion on 19 

disallowing the non-cash account of depreciation. 20 

 21 

 22 
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Q. Please discuss the third of these items; RUCO’s reason for removing the 1 

cost associated with purchased water in the Company’s rate application 2 

from the cash working capital calculation. 3 

A. Staff disallowed the purchased water expense in their direct testimony.  In 4 

the Company’s rebuttal testimony, the Company agreed with Staff’s 5 

adjustment.  Therefore, the purchased water expense was not included in 6 

the Company’s revised cash working capital calculation in its rebuttal 7 

testimony.  RUCO concurs with both Staff and AZ-AM that it should be 8 

removed. 9 

 10 

Q. Please discuss the fourth of these items? 11 

A. In the Company’s original cash working capital lead/lag study calculation 12 

as filed in its rate application, that study had an account titled “Goods and 13 

Services Expense.”  In the Company’s revised cash working capital 14 

calculation, AZ-AM broke the “Goods and Services” account into several 15 

sub-accounts (i.e., Management Fees, Chemicals Expense, etc.), which 16 

eliminated the need for a “Goods and Services” account. 17 

 18 

The remaining three accounts were either added to the revised study or 19 

sub-divided from an account previously listed in the original cash working 20 

capital study. 21 

 22 

 23 
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Q. Please discuss the last item you have identified. 1 

A. These three account items are titled 1) group insurance, 2) pension 2 

expense, and 3) rent expense.  All three items had revised lead/lag days 3 

in the Company’s revised cash working capital study as compared to the 4 

original study in the Company’s direct testimony. 5 

 6 

Q. Does RUCO agree with all the additions, changes, modifications, and 7 

revisions to the cash working capital lead/lag study the Company now 8 

proposes in its rebuttal testimony? 9 

A. No.  RUCO spent a considerable amount of time analyzing and reviewing 10 

the Company’s original working capital calculation study that it filed in its 11 

direct testimony.  Other than the adjustments and reconciliation 12 

inaccuracies that RUCO made and pointed out, RUCO believes the 13 

original study should not be changed at this stage of the proceeding.  After 14 

a thorough analysis of the original study, RUCO determined the original 15 

study to be reasonable. 16 

 17 

Q. Please address the areas where RUCO found the new and revised study 18 

to be problematic. 19 

A. The Company’s revised cash working capital study added a new line item 20 

account titled “Management Fees.”  Paradise Valley is required to prepay 21 

a month in advance for certain corporate management expenses, which is 22 

based on an estimate from last month’s actual.  The true up of the actual 23 
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costs occurs in the following month.  For the most part, the Company 1 

over-estimated its management fees.  These over-estimates ranged from 2 

$250,000 to more than $1,000,000.  This raises a concern that needs to 3 

be carefully analyzed because these prepaid expenses generate expense 4 

leads that gives an impression of large cash working capital requirements.  5 

Ratepayers should not be required to fund working capital that is 6 

necessitated by the fact the Company has over-estimated its expenses. 7 

 8 

Q. Did the Company revise the income tax lag days from the original 60 days 9 

utilized in the original cash working capital lead/lag study? 10 

A. Yes.  The Company revised the 60 days income tax lag to 37 days. 11 

 12 

Q. Does RUCO agree with the income tax lag adjustment made by the 13 

Company from 60 to 37 days? 14 

A. Yes.  Internal Revenue Code (“IRC”) recently made a change to the 15 

corporate tax law.  IRC 6655(d)(1)(B)(I) requires a corporation to pay 100 16 

percent of any taxes due by the fourth quarter.  RUCO agrees with the 17 

Company’s adjustment to 37 days for income tax lag.  I have reflected that 18 

change on Surrebuttal Schedule TJC-5, page 3 of 6.   19 

 20 

 21 

 22 
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Q. What amount is RUCO recommending for cash working capital and total 1 

working capital? 2 

A. RUCO recommends ($229,565) for cash working capital and ($221,791) 3 

for total working capital. 4 

 5 

RATE DESIGN 6 

Q. Does Company witness, Mr. Kozoman, address RUCO’s rate design? 7 

A. Yes.  Mr. Kozoman states that, “RUCO’s rate design attempts to deliver a 8 

conservation rate design, but because of the rate reduction, it fails.” 9 

 10 

Q. Does RUCO agree with Mr. Kozoman’s characterization of RUCO’s rate 11 

design failing to deliver a conservation message? 12 

A. No.  I believe the rate design mirrors what the Company has proposed 13 

with the exception of RUCO’s analysis requiring a rate decrease.  My 14 

proposed rate design consists of three inverted tiers, as the Company’s 15 

rate design.  It appears Mr. Kozoman would have companies that are 16 

over-earning, as PV Water is, receive rate increases just so a 17 

conservation message can be sent.   18 

 19 

Q. Does this conclude your surrebuttal testimony? 20 

A. Yes.  21 



ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-1
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RATE BASE

LINE
NO. DESCRIPTION

(A)
COMPANY

PROFORMA

(B)
RUCO

ADJUSTMENTS

(C)
RUCO

ADJUSTED

1 GROSS UTILITY PLANT IN SERVICE 29,478,687$      (128,187)$         29,350,500$      

2 NET REG. ASSET - AFUDC DEBT 950                    -                         950                    

3 CONSTRUCTION WORK IN PROGRESS -                         -                         -                         

4 LESS:  ACCUMULATED DEPRECIATION 9,913,869          -                         9,913,869          

5 NET UTILITY PLANT IN SERVICE 19,565,768$      (128,187)$         19,437,581$      

LESS:

6 CUSTOMERS' ADVANCES FOR CONSTRUCTION 635,912             -                         635,912             

7 CONTRIBUTIONS IN AID OF CONSTRUCTION 6,486,559          -                         6,486,559          

8 DEFERRED TAXES 1,139,528          -                         1,139,528          

9 DEFERRED PENSION COSTS NET OF TAXES -                         -                         -                         

10 CUSTOMER DEPOSITS 3,500                 -                         3,500                 

ADD:

11 GAIN ON SALE OF LAND -                         (392,248)            (392,248)            

12 ALLOWANCE FOR WORKING CAPITAL 350,946             (221,791)            129,155             

13 TOTAL 11,651,215$     (742,226)$        10,908,989$     

REFERENCES:
Col. (A):  Company Schedule B-2, page 1 of 1, Col. (b)  
Col. (B):  TJC-2, ADJ #1 thru ADJ #4
Col. (C):  Col. (A) + Col. (B)



ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-2
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTAL
RATE BASE ADJUSTMENTS

LINE
NO. DESCRIPTION

COMPANY
PROFORMA ADJ #1 ADJ #2 ADJ #3 ADJ #4 ADJ #5 ADJ #6

RUCO
ADJUSTED

1 GROSS UTILITY PLANT IN SERVICE 29,478,687$     (138,682)       10,495        29,350,500$     

2 NET REG. ASSET - AFUDC DEBT 950                   950                   

3 CONSTRUCTION WORK IN PROGRESS -                       -                       

4 LESS:  ACCUMULATED DEPRECIATION 9,913,869         9,913,869         

5 NET UTILITY PLANT IN SERVICE 19,565,768       (138,682)       -                    10,495        -                      -              -              19,437,581       

LESS:

6 CUSTOMERS' ADVANCES FOR CONSTRUCTION 635,912            635,912            

7 CONTRIBUTIONS IN AID OF CONSTRUCTION 6,486,559         6,486,559         

8 DEFERRED TAXES 1,139,528         1,139,528         

9 DEFERRED PENSION COSTS NET OF TAXES -                       -                       

10 CUSTOMER DEPOSITS 3,500                3,500                

ADD:

11 GAIN ON SALE OF LAND -                       (392,248)        (392,248)           

12 ALLOWANCE FOR WORKING CAPITAL 350,946            (221,791)         129,155            

13 TOTAL 11,651,215$     (138,682)$     (392,248)$      10,495$      (221,791)$       -$            -$            10,908,989$     

ADJUSTMENT #'s: REF.
1: Property Held for Future Use (PHFFU) TJC-3
2: Gain on Sale of Land TJC-4
3: Capitalized Expenses RLM-8
4: Allowance for Working Capital TJC-5, page 1



ARIZONA AMERICAN WATER COMPANY DOCKET NO. W-01303-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-5, PAGE 1 OF 6
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RATE BASE ADJ. #4 - WORKING CAPITAL ADJUSTMENT

LINE
NO. DESCRIPTION AMOUNT

Deferred Debits:
1 Program Maintenance per Company 90,286$           
2 Program Maintenance per RUCO 90,286             
3 RUCO Adjustment 0

4 Mummy Mountain Acquisition Costs per Company 92,528$           
5 Mummy Mountain Acquisition Costs per RUCO 100,302           
6 RUCO Adjustment 7,774               

7 Cash Working Capital per Company 168,133$         
8 Cash Working Capital per RUCO (61,432)$         
9 RUCO Adjustment (229,565)$       

10 Total Working Capital Adjustment (221,791)         

REFERENCES:
Lines 1 & 4:  Company W/P's, Page 146
Line 5:  See RUCO Schedule TJC-5, Page 2 of 5
Line 7:  Company W/P's, Page 148, Line 34
Line 8:  See RUCO Schedule TJC-5, Page 3 of 5, Line 28



ARIZONA AMERICAN WATER COMPANY
PARADISE VALLEY DISTRICT
TEST YEAR ENDED DECEMBER 10, 2004
RATE BASE ADJUSTMENT #4 - WORKING CAPITAL
LEAD/LAG DAY SUMMARY

LINE
NO. DESCRIPTION

(A)
EXPENSE

PER COMPANY

(B)
EXPENSE

PER APPLIC.

(C)
RUCO

ADJUSTMENTS

(D)
RUCO

ADJUSTED

(E)
(LEAD)/LAG

DAYS

(F)
DOLLAR

DAYS
1 PURCHASED WATER 38,660$                -$                          -$                           -$                          -                          -$                           
2 PURCHASED POWER 616,955                812,312                 -                            812,312                 38.1                       30,961,085            
3 COMPANY LABOR 605,247                551,393                 7,822                     559,215                 12.0                       6,710,575              
4 GOODS AND SERVICES 1,575,773             1,451,276              22,202                   1,473,478              30.0                       44,204,336            
5 MATERIALS ISSUED FROM STORES -                            -                            -                            -                            -                          -                            
6 PBOP 25,384                  87,862                   -                            87,862                   -                          -                            
7 GROUP LIFE INSURANCE 131,484                111,869                 -                            111,869                 (6.5)                       (727,149)                
8 INJURIES DAMAGES & OTHER INS. PROVISIONS -                            -                            -                            -                            -                          -                            
9 PROVISIONS FOR UNCOLLECTIBLES -                            -                            -                            -                            -                          -                            

10 FRANCHISE REQUIREMENTS -                            -                            -                            -                            -                          -                            
11 FEDERAL INCOME TAX 260,000                322,999                 (71,319)                  251,680                 37.0                       9,312,172              
12 FICA 49,370                  42,168                   (9,114)                    33,054                   12.0                       396,645                 
13 FUTA 608                       4,410                     (2,664)                    1,746                     73.5                       128,346                 
14 STATE CORPORATION FRANCHISE TAX -                            -                            -                            -                            -                          -                            
15 STATE UNEMPLOYMENT INSURANCE TAX 775                       7,993                     (4,828)                    3,165                     76.0                       240,540                 
16 STATE AUTOMOBILE LICENSE FEES -                            -                            -                            -                            -                          -                            
17 CAL-AM INVOICES -                            -                            -                            -                            -                          -                            
18 PROPERTY TAXES 213,000                213,241                 -                            213,241                 213.5                     45,526,954            
19 SERVICE COMPANY -                            -                            -                            -                            (15.0)                     -                            
20 RENT 66,063                  43,943                   13,408                   57,351                   (8.5)                       (487,484)                
21 OTHER 28,467                  28,467                   -                            28,467                   30.0                       854,010                 
22 PENSION 35,783                  33,772                   674                        34,446                   -                          -                            
23 INTEREST -                            -                            374,178                 374,178                 107.2                     40,113,522            
24 TOTAL OPERATING EXPENSES 3,647,569$           3,711,705$           330,359$               4,042,064$           177,233,553$       

25 EXPENSE LAG 43.8                       

26 REVENUE LAG 38.30

27 NET LAG (5.5)                     

28 CASH WORKING CAPITAL (61,432)$              

REFERENCES:
Col. A, Line 28 = (Col. C, Line 24/365) X Col. D, Line 27 
Col. B: RLM-2
Col. C = Col. A + Col. B
Col. D, Line 25 = Col. E, Line 24 / Col. C, Line 24
Col. D, Line 26 -See RUCO Schedule TJC-5, Page 5 of 5 - Revenue Lag Calculation
Col. D, Line 27 = Col. D, Line 26 - Col. D, Line 25

DOCKET NO. W-01303-05-0405
SCHEDULE TJC-5, PAGE 3 OF 6

SURREBUTTAL



 ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303A-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-6, PAGE 1 OF 9
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RECOMMENDED  RATES

   
LINE PRESENT COMPANY RUCO
NO. DESCRIPTION RATES    PROPOSED    PROPOSED  

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE:
2
3 PARADISE VALLEY RESIDENTIAL CUSTOMERS
4   5/8 X 3/4 - INCH 8.41$        9.26$           8.71$           
5   3/4 - INCH 8.74          9.62             9.06             
6   1 - INCH 14.01        15.42           14.06           
7   1 1/2 - INCH 28.02        30.83           27.06           
8   2 - INCH 44.83        49.32           42.06           
9   3 - INCH -            92.47           78.06           

10   4 - INCH -            154.11         129.06         
11   6 - INCH -            308.22         257.31         
12   8 - INCH -            -               513.51         
13 10 - INCH -            -               1,025.91      
14
15 GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE:
16
17 PARADISE VALLEY RESIDENTIAL CUSTOMERS 0 0 0
18
19 RECOMMENDED COMMODITY RATES BY METER SIZE
20
21 ALL METER SIZES
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM)   - ZERO TO 25,000 GALLONS: 0.73$        0.79$           0.72$           
23 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM)   - 25,001 TO 80,000 GALLONS: 1.68$        1.75$           1.44$           
24 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM)   - 80,000 GALLONS: 2.17$        2.25$           2.04$           OVER



ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303A-05-0405
 PARADISE VALLEY DISTRICT SCHEDULE TJC-6, PAGE 2 OF 9

TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RECOMMENDED  RATES

   
LINE PRESENT COMPANY RUCO
NO. DESCRIPTION RATES    PROPOSED    PROPOSED  

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE:
2
3 MUMMY MOUNTAIN RESIDENTIAL CUSTOMERS
4   5/8 X 3/4 - INCH 9.00$        9.26$           8.71$           
5   3/4 - INCH -            -               9.06             
6   1 - INCH 9.75          15.42           14.06           
7   1 1/2 - INCH 14.00        30.83           27.06           
8   2 - INCH 25.75        49.32           42.06           
9   3 - INCH -            -               78.06           

10   4 - INCH -            -               129.06         
11   6 - INCH -            -               257.31         
12   8 - INCH -            -               513.51         
13 10 - INCH -            -               1,025.91      
14
15 GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE:
16
17 MUMMY MOUNTAIN RESIDENTIAL CUSTOMERS 1,000 0 0
18
19 RECOMMENDED COMMODITY RATES BY METER SIZE
20
21 ALL METER SIZES
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM)   - ZERO TO 1,000 GALLONS: -$          0.79$           0.72$           
23 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM)   - 1,001 TO 25,000 GALLONS: 1.74$        0.79$           0.72$           
24 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM)   - 25,001 TO 80,000 GALLONS: 1.74$        1.75$           1.44$           
25 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM)   - 80,000 GALLONS: 1.74$        2.25$           2.04$           OVER



 ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303A-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-6, PAGE 3 OF 9
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RECOMMENDED  RATES

   
LINE PRESENT COMPANY RUCO
NO. DESCRIPTION RATES    PROPOSED    PROPOSED  

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE:
2
3 PARADISE VALLEY COMMERCIAL CUSTOMERS
4   5/8 X 3/4 - INCH 8.41$        9.26$           8.71$           
5   3/4 - INCH 8.74          9.62             9.06             
6   1 - INCH 14.01        15.42           14.06           
7   1 1/2 - INCH 28.02        30.83           27.06           
8   2 - INCH 44.83        49.32           42.06           
9   3 - INCH 84.06        92.47           78.06           

10   4 - INCH 140.10      154.11         129.06         
11   6 - INCH 280.20      308.22         257.31         
12   8 - INCH -            -               513.51         
13 10 - INCH -            -               1,025.91      
14
15 GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE:
16
17 PARADISE VALLEY COMMERCIAL CUSTOMERS 0 0 0
18
19 RECOMMENDED COMMODITY RATES BY METER SIZE
20
21 ALL METER SIZES
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM)   - ZERO TO 400,000 GALLONS: 1.17$        1.26$           1.06$           
23 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM)   - 400,000 GALLONS: 1.46$        1.57$           1.35$           OVER



 ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303A-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-6, PAGE 4 OF 9
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RECOMMENDED  RATES

   
LINE PRESENT COMPANY RUCO
NO. DESCRIPTION RATES    PROPOSED    PROPOSED  

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE:
2
3 PARADISE VALLEY TURF CUSTOMERS
4   5/8 X 3/4 - INCH -$          -$             8.71$           
5   3/4 - INCH -            -               9.06             
6   1 - INCH -            -               14.06           
7   1 1/2 - INCH -            -               27.06           
8   2 - INCH -            -               42.06           
9   3 - INCH 84.06        92.47           79.08           

10   4 - INCH -            -               129.06         
11   6 - INCH -            -               257.31         
12   8 - INCH -            -               513.51         
13 10 - INCH -            -               1,025.91      
14
15 GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE:
16
17 PARADISE VALLEY TURF CUSTOMERS 0 0 0
18
19 RECOMMENDED COMMODITY RATES BY METER SIZE
20
21 ALL METER SIZES
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 0.90$        1.00$           0.82$           



 ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303A-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-6, PAGE 5 OF 9
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RECOMMENDED  RATES

   
LINE PRESENT COMPANY RUCO
NO. DESCRIPTION RATES    PROPOSED    PROPOSED  

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE:
2
3 PARADISE VALLEY COUNTRY CLUB CONTRACT RATE
4   5/8 X 3/4 - INCH
5   3/4 - INCH -              -               -               
6   1 - INCH -              -               -               
7   1 1/2 - INCH -              -               -               
8   2 - INCH -              -               -               
9   3 - INCH -              -               -               

10   4 - INCH -              -               -               
11   6 - INCH 12,817.00$ 261.99$       218.71$       
12   8 - INCH -              -               -               
13 10 - INCH -              -               -               
14
15 GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE:
16
17 PARADISE VALLEY COUNTRY CLUB CONTRACT RATE 0 0 0
18
19 RECOMMENDED COMMODITY RATES BY METER SIZE
20
21   6 - INCH
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) -$            0.85$           0.70$           



 ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303A-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-6, PAGE 6 OF 9
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RECOMMENDED  RATES

   
LINE PRESENT COMPANY RUCO
NO. DESCRIPTION RATES    PROPOSED    PROPOSED  

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE:
2
3 PARADISE VALLEY OTHER METERED CUSTOMERS
4   5/8 X 3/4 - INCH 8.41$        9.26$           8.71$           
5   3/4 - INCH -            -               9.06             
6   1 - INCH 14.01        15.42           14.06           
7   1 1/2 - INCH -            -               27.06           
8   2 - INCH 44.83        49.32           42.06           
9   3 - INCH -            -               78.06           

10   4 - INCH -            -               129.06         
11   6 - INCH -            -               257.31         
12   8 - INCH -            -               513.51         
13 10 - INCH -            -               1,025.91      
14
15 GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE:
16
17 PARADISE VALLEY OTHER METERED CUSTOMERS 0 0 0
18
19 RECOMMENDED COMMODITY RATES BY METER SIZE
20
21 ALL METER SIZES
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 1.32$        1.46$           1.19$           



 ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303A-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-6, PAGE 7 OF 9
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RECOMMENDED  RATES

   
LINE PRESENT COMPANY RUCO
NO. DESCRIPTION RATES    PROPOSED    PROPOSED  

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE:
2
3 PARADISE VALLEY FIRE HYDRANT
4   5/8 X 3/4 - INCH 5.00$        5.00$           4.92$           
5   3/4 - INCH 5.00          5.00             4.92             
6   1 - INCH 5.00          5.00             4.92             
7   1 1/2 - INCH -            -               4.92             
8   2 - INCH 5.00          5.00             4.92             
9   3 - INCH -            -               4.92             

10   4 - INCH -            -               4.92             
11   6 - INCH -            -               4.92             
12   8 - INCH -            -               4.92             
13 10 - INCH -            -               4.92             
14
15 GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE:
16
17 PARADISE VALLEY FIRE HYDRANT 0 0 0
18
19 RECOMMENDED COMMODITY RATES BY METER SIZE
20
21 ALL METER SIZES
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) -$          -$             -$             



 ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303A-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-6, PAGE 8 OF 9
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RECOMMENDED  RATES

   
LINE PRESENT COMPANY RUCO
NO. DESCRIPTION RATES    PROPOSED    PROPOSED  

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE:
2
3 PARADISE VALLEY IRRIGATION
4   5/8 X 3/4 - INCH -$          -$             -$             
5   3/4 - INCH -            -               -               
6   1 - INCH -            -               -               
7   1 1/2 - INCH -            -               -               
8   2 - INCH -            -               -               
9   3 - INCH 84.06        92.47           80.35           

10   4 - INCH -            -               -               
11   6 - INCH -            -               -               
12   8 - INCH -            -               -               
13 10 - INCH -            -               -               
14
15 GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE:
16
17 PARADISE VALLEY IRRIGATION 0 0 0
18
19 RECOMMENDED COMMODITY RATES BY METER SIZE
20
21 ALL METER SIZES
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 1.32$        1.46$           1.32$           



 ARIZONA-AMERICAN WATER COMPANY DOCKET NO. W-01303A-05-0405
PARADISE VALLEY DISTRICT SCHEDULE TJC-6, PAGE 9 OF 9
TEST YEAR ENDED DECEMBER 10, 2004 SURREBUTTAL
RECOMMENDED  RATES

   
LINE PRESENT COMPANY RUCO
NO. DESCRIPTION RATES    PROPOSED    PROPOSED  

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE:
2
3 PARADISE VALLEY SALES FOR RESALE
4 5/8 X 3/4 - INCH 8.41$        9.26$           9.06$           
5   3/4 - INCH -            9.62             9.41             
6   1 - INCH 14.01        15.42           14.41           
7   1 1/2 - INCH -            30.83           27.41           
8   2 - INCH 44.83        49.32           42.41           
9   3 - INCH -            92.47           78.41           

10   4 - INCH -            154.11         129.41         
11   6 - INCH -            308.22         257.66         
12   8 - INCH -            -               513.86         
13 10 - INCH -            -               1,026.26      
14
15 GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE:
16
17 PARADISE VALLEY SALES FOR RESALE 0 0 0
18
19 RECOMMENDED COMMODITY RATES BY METER SIZE
20
21 ALL METER SIZES
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 1.32$        1.46$           1.19$           




