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Test Year Ended September 30, 2008

LINE

NO. DESCRIPTION AMOUNT REFERENCE

1 Deferred Regulatory Assets Per Company (TCE Plume) 82,561$        Company Schedule B-1

2

3 Amortization Period In Years 10                 Company Schedule C-2, Page 13

4

5 Annual Amortization Expense Per Company 8,256$          Line 1 / Line 3

6

7

8 Portion of Cost Allocated to Rate Base Per RUCO 74,305$        Line 1 - Line 5

9

10 Cost Allocated to Rate Base Per Company 82,561          Company Schedule B-1

11

12 RUCO Proposed Adjustment To Deferred Regulatory Assets (8,256)$         Line 8 - Line 10

13

14

15 Portion of Cost Allocated to Expense Per RUCO 8,256$          Line 1 - Line 8

16

17 Cost Allocated to Expense Per Company 8,256            Company Schedule C-2, Page 13

18

19 RUCO Proposed Adjustment To Miscellaneous Expense -$              Line 15 - Line 17

EXPLANATION OF RATE BASE ADJUSTMENT NO. 3

TO DEFERRED REGULATORY ASSETS
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Test Year Ended September 30, 2008

(A) (B) (C)

LINE ACCT. COMPANY RUCO RUCO PLANT

NO. NO. ACCOUNT NAME ADJ TEST YR ADJUSTMENTS VALUE

1 301 Organization -$                  21,100$            21,100$             

2 302 Franchises -                    -                   -                     

3 303 Land and Land Rights 1,284,595         (96,170)             1,188,425          

4 304 Structures and Improvements 24,698,293       (446,942)           24,251,351        

5 307 Wells and Springs 2,382,102         (31,705)             2,350,397          

6 310 Power Generation Equipment 202,269            -                   202,269             

7 311 Electric Pumping Equipment 948,213            (157,561)           790,652             

8 320 Water Treatment Equipment 1,337,824         (20,253)             1,317,571          

9 320.1 Water Treatment Plants 1,866,965         -                   1,866,965          

10 320.2 Chemical Solution Feeders -                    -                   -                     

11 330 Distribution Reservoirs & Standpipes 430,644            (3,839)               426,805             

12 330.1 Storage Tanks -                    -                   -                     

13 330.2 Pressure Tanks -                    -                   -                     

14 331 Transmission and Distribution  Mains 28,929,171       (18,048)             28,911,123        

15 333 Services 4,249,744         (57,961)             4,191,783          

16 334 Meters 4,138,752         (1,739)               4,137,013          

17 335 Hydrants 2,055,781         (1,258)               2,054,523          

18 336 Backflow Prevention Devices 38,387              -                   38,387               

19 339 Other Plant and Miscellaneous Equipment 265,281            (5,175)               260,106             

20 340 Office Furniture and Equipment 551,757            -                   551,757             

21 340.1 Computers and Software -                    -                   -                     

22 341 Transportation Equipment 177,165            (17,669)             159,496             

23 342 Stores Equipment 31,711              -                   31,711               

24 343 Tools, Shop, and Garage Equipment 23,350              -                   23,350               

25 344 Laboratory Equipment -                    -                   -                     

26 345 Power Operated Equipment -                    -                   -                     

27 346 Communications Equipment 119,710            (3,908)               115,802             

28 347 Miscellaneous Equipment -                    -                   -                     

29 348 Other Tangible Plant -                    -                   -                     

30

31 TOTAL WATER UTILITY PLANT IN SERVICE 73,731,714$     (841,128)$         72,890,586$      

UTILITY PLANT IN SERVICE SCHEDULE

TEST YEAR ENDED SEPTEMBER 30, 2008
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Test Year Ended September 30, 2008

LINE ACCT. COMPANY RUCO RUCO RUCO RUCO RUCO RUCO RUCO RUCO  TOTAL

NO. NO. ACCOUNT NAME AS FILED ADJ 1 ADJ 2 ADJ 3 ADJ 4 ADJ 5 ADJ 6 ADJ 7 ADJ 8 PG 1 ADJ

1 301 Organization -$                 21,100$   21,100$        

2 302 Franchises -                   -                

3 303 Land and Land Rights 1,284,595        (96,170)$  (96,170)         

4 304 Structures and Improvements 24,698,293      (47,721)$   602$        28,165$    22,752$   99,915$      103,713        

5 307 Wells and Springs 2,382,102        8,385        166             1,925        10,476          

6 310 Power Generation Equipment 202,269           -                

7 311 Electric Pumping Equipment 948,213           (31,158)     199          8,399        (22,560)         

8 320 Water Treatment Equipment 1,337,824        3,517        9,690       2,049          6,948        22,204          

9 320.1 Water Treatment Plants 1,866,965        -                

10 320.2 Chemical Solution Feeders -                   -                

11 330 Distribution Reservoirs & Standpipes 430,644           3,381       969             111           4,461            

12 330.1 Storage Tanks -                   -                

13 330.2 Pressure Tanks -                   -                

14 331 Transmission and Distribution  Mains 28,929,171      -                

15 333 Services 4,249,744        4,734       6,563        400          11,697          

16 334 Meters 4,138,752        280          477           204          961               

17 335 Hydrants 2,055,781        511          163           18             692               

18 336 Backflow Prevention Devices 38,387             -                

19 339 Other Plant and Miscellaneous Equipment 265,281           -                

20 340 Office Furniture and Equipment 551,757           -                

21 340.1 Computers and Software -                   -                

22 341 Transportation Equipment 177,165           -                

23 342 Stores Equipment 31,711             -                

24 343 Tools, Shop, and Garage Equipment 23,350             -                

25 344 Laboratory Equipment -                   -                

26 345 Power Operated Equipment -                   -                

27 346 Communications Equipment 119,710           1,394        1,883       28               787           4,092            

28 347 Miscellaneous Equipment -                   -                

29 348 Other Tangible Plant -                   -                

30

31

32 TOTAL WATER PLANT 73,731,714$    21,100$   (78,879)$   6,326$     57,063$    38,310$   103,127$    9,789$      (96,170)$  60,666$        

ADJ 1 Replace Organization Costs as approved by last Decision

ADJ 2 Retire Litchfield Greens Booster Pump Station in 2003

ADJ 3 Reverse Company Adjustment for 2004 Affiliate Profit

ADJ 4 Reverse Company Adjustment for 2005 Affiliate Profit

ADJ 5 Reverse Company Adjustment for 2006 Affiliate Profit

ADJ 6 Reverse Company Adjustment for 2007 Affiliate Profit

ADJ 7 Reverse Company Adjustment for 2008 Affiliate Profit

ADJ 8 Remove unsupported affiliate labor and accruals, and rent from 2008 plant additions

Capitalized Affiliate Labor - Algonquin (27,040)$          

Capitalized Affiliate Labor - New Spring (40,013)            

Rent to Maryland 40, LLC (9,000)              

Unsupported Accurals (20,117)            

Total Adjustment 8 (96,170)$          

TEST YEAR PLANT SCHEDULE

YEAR ENDED SEPTEMBER 30, 2008



Litchfield Park Service Company - Water Division Schedule 3

Docket No. SW-01428A09-0103 Page 3 of 4

Test Year Ended September 30, 2008

LINE ACCT. RUCO RUCO RUCO RUCO RUCO RUCO RUCO RUCO RUCO  TOTAL

NO. NO. ACCOUNT NAME ADJ 9 ADJ 10 ADJ 11 ADJ 12 ADJ 13 ADJ 14 ADJ 15 ADJ 16 ADJ 17 PG 2 ADJ

1 301 Organization -$           

2 302 Franchises -             

3 303 Land and Land Rights -             

4 304 Structures and Improvements (1,125)$       (33,156)$  (267,183)$   (7,072)$       (308,536)    

5 307 Wells and Springs (6,200)       (19,238)    (1,800)      (14,943)       (42,181)      

6 310 Power Generation Equipment -             

7 311 Electric Pumping Equipment (375)            (18,050)    (18,425)      

8 320 Water Treatment Equipment (7,188)      (3,700)      (31,569)       (42,457)      

9 320.1 Water Treatment Plants -             

10 320.2 Chemical Solution Feeders -             

11 330 Distribution Reservoirs & Standpipes (8,300)         (8,300)        

12 330.1 Storage Tanks -             

13 330.2 Pressure Tanks -             

14 331 Transmission and Distribution  Mains -             

15 333 Services (10,915)       (14,360)    (875)         (27,700)       (4,170)         (58,020)      

16 334 Meters (800)            (1,325)      (575)         (2,700)        

17 335 Hydrants (1,450)      (100)            (1,550)        

18 336 Backflow Prevention Devices -             

19 339 Other Plant and Miscellaneous Equipment (5,175)      (5,175)        

20 340 Office Furniture and Equipment -             

21 340.1 Computers and Software -             

22 341 Transportation Equipment (17,669)       (17,669)      

23 342 Stores Equipment -             

24 343 Tools, Shop, and Garage Equipment -             

25 344 Laboratory Equipment -             

26 345 Power Operated Equipment -             

27 346 Communications Equipment (8,000)         (8,000)        

28 347 Miscellaneous Equipment -             

29 348 Other Tangible Plant -             

30

31

32 TOTAL WATER PLANT (6,200)$     (13,215)$     (47,548)$  (53,844)$  (5,500)$    (315,152)$   (27,700)$     (11,242)$     (32,612)$     (513,013)$  

ADJ 9

ADJ 10 Remove 2004 unsupported affiliate labor costs by estimated year related asset placed in service.

ADJ 11 Remove 2005 unsupported affiliate labor costs by estimated year related asset placed in service.

ADJ 12 Remove 2006 unsupported affiliate labor costs by estimated year related asset placed in service.

ADJ 13 Remove 2007 unsupported affiliate labor costs by estimated year related asset placed in service.

ADJ 14 Remove 2008 unsupported affiliate labor costs by estimated year related asset placed in service.

ADJ 15 Remove 3 repair invoices ($3,000 times 2, and 1 @ $2,700) and 1 unsupported amount ($19,000) from 2001 plant additions from Yahweh Contracting.

ADJ 16 Remove 2 repair invoices from Yahweh ($2,085 times 2) and 1 rent invoice from Suncor ($7,072) from 2002 plant additions.

ADJ 17 Remove 3 unsupported amounts from Huges Supply ($5,081, $4,931, and $4,931), one invoice from W. Fisher for $2,750, and  2002 plant additions

one invoice from Courtesy Chevrolet ($14,919) from 2002 plant additions.

TEST YEAR PLANT SCHEDULE

YEAR ENDED SEPTEMBER 30, 2008
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Test Year Ended September 30, 2008

LINE ACCT. RUCO RUCO RUCO RUCO RUCO RUCO  TOTAL TOTAL

NO. NO. ACCOUNT NAME ADJ 18 ADJ 19 ADJ 20 ADJ 21 ADJ 22 ADJ 23 PG 3 ADJ ALL ADJS

1 301 Organization -$                21,100$               

2 302 Franchises -                  -                       

3 303 Land and Land Rights -                  (96,170)                

4 304 Structures and Improvements (242,119)        (242,119)         (446,942)              

5 307 Wells and Springs -                  (31,705)                

6 310 Power Generation Equipment -                  -                       

7 311 Electric Pumping Equipment (53,409)           (64,281)           1,114            (116,576)         (157,561)              

8 320 Water Treatment Equipment -                  (20,253)                

9 320.1 Water Treatment Plants -                  -                       

10 320.2 Chemical Solution Feeders -                  -                       

11 330 Distribution Reservoirs & Standpipes -                  (3,839)                  

12 330.1 Storage Tanks -                  -                       

13 330.2 Pressure Tanks -                  -                       

14 331 Transmission and Distribution  Mains (26,648)           8,600            (18,048)           (18,048)                

15 333 Services (8,411)            (3,227)         (11,638)           (57,961)                

16 334 Meters -                  (1,739)                  

17 335 Hydrants (400)          (400)                (1,258)                  

18 336 Backflow Prevention Devices -                  -                       

19 339 Other Plant and Miscellaneous Equipment -                  (5,175)                  

20 340 Office Furniture and Equipment -                  -                       

21 340.1 Computers and Software -                  -                       

22 341 Transportation Equipment -                  (17,669)                

23 342 Stores Equipment -                  -                       

24 343 Tools, Shop, and Garage Equipment -                  -                       

25 344 Laboratory Equipment -                  -                       

26 345 Power Operated Equipment -                  -                       

27 346 Communications Equipment -                  (3,908)                  

28 347 Miscellaneous Equipment -                  -                       

29 348 Other Tangible Plant -                  -                       

30

31

32 TOTAL WATER PLANT (250,530)$      (80,057)$         (3,227)$       (64,281)$         (400)$         9,714$          (388,781)$       (841,128)$            

ADJ 18 Remove 1 repair invoice from Pyramid West Pipeline ($1,391), 1 unsupported amount from Pyramid ($7,020), and a journal entry amount not

supported by backup ($242,119) from 2004 plant additions.

ADJ 19 Remove 1 repair invoice from CH2OICE Pump ($53,409), and several repair invoices from Ram Pipelines that total $26,648 from 2005 plant additions.

ADJ 20 Remove 1 repair invoice from Yahweh ($2,450), and 1 repair invoice from Ram Pipelines ($777) from 2006 plant additions.

ADJ 21 Remove repair invoice from CH2OICE Pump for $64,281 from 2008 plant additions.

ADJ 22 Remove repair invoice from MS Hernandez Construction for $400 from 2003.

ADJ 23 Capitalize amount removed from expenses from Hydro Controls (2008) for well site clocks, and from Harasimhan Consulting (2007) for distribution system evaluation.

TEST YEAR PLANT SCHEDULE

YEAR ENDED SEPTEMBER 30, 2008
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Test Year Ended September 30, 2008

(A) (B) (C) (D) (E)

COMPANY RUCO RUCO RUCO RUCO

LINE AS TEST YEAR TEST YEAR PROPOSED AS

NO. DESCRIPTION FILED ADJM'TS REF AS ADJ'TED INCREASE RECOMM'D

1 Revenues

2 Metered Water Revenue 6,347,481$ 403,707$    1 6,751,188$   4,044,974$  10,796,162$  

3 Unmetered Water Revenue -              -               -                

4 Other Water Revenue 127,522      127,522        127,522         

5 -               -                

6 TOTAL OPERATING REVENUE 6,475,003$ 403,707$    6,878,710$   4,044,974$  10,923,684$  

7

8 Operating Expenses

9 Salaries & Wages -$            -$             -$              

10 Purchased Water 5,011          5,011            5,011             

11 Purchased Power 1,013,811   1,013,811     1,013,811      

12 Fuel for Power Production 58,147        (56,381)       2 1,766            1,766             

13 Chemicals 503,278      (2,309)         3 500,969        500,969         

14 Repairs and Maintenance 44,001        44,001          44,001           

15 Office Supplies and Expense -              -               -                

16 Outside Services 12,469        12,469          12,469           

17 Outside Services - Other 2,382,976   (482,958)     4a-d 1,900,018     1,900,018      

18 Outside Services - Legal 14,317        14,317          14,317           

19 Water Testing 28,365        (590)            5 27,775          27,775           

20 Rents 10,647        10,647          10,647           

21 Transportation Expenses 151,879      (24,761)       6 127,118        127,118         

22 Insurance - General Liability 95,469        95,469          95,469           

23 Insurance - Health and Life 3,319          3,319            3,319             

24 Regulatory Comm, Expense 63,662        63,662          63,662           

25 Regulatory Comm, Exp. - Rate Case 70,000        (20,000)       7 50,000          50,000           

26 Miscellaneous Expense 81,664        (22,027)       8 59,637          59,637           

27 Bad Debt Expense 3,264          3,264            3,264             

28 Depreciation & Amortization 2,291,982   (49,953)       9a-b 2,242,029     2,242,029      

29 Taxes Other Than Income -              -               -                

30 Property Taxes 373,354      (38,253)       10 335,101        335,101         

31 Income Tax (449,717)     428,096      11 (21,621)        1,561,315    1,539,694      

32 -               -                

33

34 TOTAL OPERATING EXPENSES 6,757,898$ (269,135)$   6,488,763$   1,561,315$  8,050,078$    

35

36 OPERATING INCOME (LOSS) (282,895)$   672,842$    389,947$      2,483,659$  2,873,606$    

OPERATING INCOME
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Test Year Ended September 30, 2008

LINE

NO. DESCRIPTION REFERENCE AMOUNT

1 Company Proforma Decrease to Test Year Revenue (403,707)$   

2

3 RUCO Proposed Decrease to Test Year Revenue -              

4

5 RUCO Adjustment to Increase Test Year Revenue 403,707$    

6

7 Portion of Company Adjustment 4 related to contract with the City of Goodyear,

8 AZ.  Company decreased test year revenue to adjust for the potential loss of

9 this customer. 

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 1

TO METERED WATER REVENUES
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Test Year Ended September 30, 2008

LINE

NO. DESCRIPTION REFERENCE AMOUNT

1 Kohler Rental Power Invoice 5060152 (36,064)$     

2 Kohler Rental Power Invoice 5061075 (23,170)       

3 Kohler Rental Power Invoice 5057208 (25,297)       

4 Kohler Rental Power Invoice 5063232 (7,850)         

5 Diesel fuel accrual adjustments JE 46643 36,000        

6

7 RUCO Adjustment to Remove Non-Recurring Expenses (56,381)$     

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 2

TO FUEL FOR POWER PRODUCTION
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Test Year Ended September 30, 2008

LINE

NO. DESCRIPTION REFERENCE AMOUNT

1 HILL BROTHERS CHEMICAL CO. Invoice 04293499 (305)$          

2 HILL BROTHERS CHEMICAL CO. Invoice 04293606 (213)            

3 HILL BROTHERS CHEMICAL CO. Invoice 04293605 (228)            

4 HOME DEPOT JE 46704 (814)            

5 HOME DEPOT JE 47955 (749)            

6

7 RUCO Adjustment To Remove Expenses Outside of Test Year (2,309)$       

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 3

TO CHEMICALS
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Test Year Ended September 30, 2008

LINE

NO. DESCRIPTION AMOUNT REFERENCE

1 Hydro Controls and Pump Systems (Clocks for well sites) (1,114)$    Invoice No. 227 (June 9, 2008)

2 Narasimhan Consulting Services (Distribution System Evaluation) (8,600)      Invoice No. 0252-1 (Oct. 27, 2007)

3

4 RUCO Adjustment To Remove Expenses To Be Capitalized (9,714)$    

5

6

7 Southwest Ground-water Consultants (Well Spacing Evaluation) (1,380)$    Invoice No. B.1426-2-1 (Feb. 13, 2008)

8 Southwest Ground-water Consultants (Well Rehabilitation-Dry Ice) (4,072)      Invoice No. B.1591-2 (Mar. 20, 2008)

9 Southwest Ground-water Consultants (Recharge Characterization) (2,613)      Invoice No. B.1426-11 (June 25, 2008)

10 Southwest Ground-water Consultants (Report for Production Well) (1,225)      Invoice No. B.1661-1V (July 11, 2008)

11 Southwest Ground-water Consultants (Report for Production Well) (2,800)      Invoice No. B.1661-1 (July 11, 2008)

12 Southwest Ground-water Consultants (Well Impact Analysis) (4,823)      Invoice No. B.1688-1 (Sept. 8, 2008)

13 Burke Hansen, LLC (Real estate appraisal) (3,000)      Invoice No. 8107N (June 5, 2008)

14

15 RUCO Adjustment to Remove Non-Recurring Expenses (19,912)$  

16

17 TOTAL RUCO ADJUSTMENT TO OUTSIDE SERVICES - OTHER (29,625)$  

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 4a

TO OUTSIDE SERVICES - OTHER
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Test Year Ended September 30, 2008

LINE

NO. GENERAL LEDGER ACCOUNT VENDOR DESCRIPTION AMOUNT

1 Central Office - Accounting/Administration Algonquin Power Trust GENERAL ACCTIN FEE - LPSCO (2,689)$      

2 Central Office - Human Resources Algonquin Power Trust GEN HR FEE- LPSCO (12,790)      

3 Central Office - Information Technology Algonquin Power Trust GEN IT  FEE- LPSCO (1,127)        

4 Central Office - Operations Algonquin Power Trust GENERAL OPS (1,146)        

5 Central Office Fixed Overhead Costs Algonquin Power Trust MGMT FEE- LPSCO (273,956)    

6

7 RUCO Adjustment To Remove Unnecessary/Inappropriate Expenses (291,708)$  

Note:  Descriptions above are per company journal entries in the general ledger.

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 4b

TO OUTSIDE SERVICES - OTHER
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Test Year Ended September 30, 2008

LINE

NO. DESCRIPTION ACCOUNT REFERENCE AMOUNT

1 Algonquin Water Resources Meals and Entertainment MISC. SUPPLIES (488)$         

2 Algonquin Water Resources Meals and Entertainment Expense Reports/Travel (19,123)      

5 Algonquin Water Resources Meals and Entertainment DJ SERVICE - XMAS PARTY (495)           

6 Algonquin Water Resources Meals and Entertainment For Holiday Party Dec. 2008 (4,959)        

7 Algonquin Water Resources Meals and Entertainment BALANCE DUE FOR 2008 XMAS PART (953)           

8 Algonquin Water Resources Meals and Entertainment 2007 CAPITAL PRJECTS PLANNING (211)           

9 Algonquin Water Resources Meals and Entertainment Exp cost for the DBack game (6,400)        

10 Algonquin Water Resources Meals and Entertainment Catered lunch (412)           

11 Algonquin Water Resources Licenses, Permits & Fees FALSE ALARM FINE (150)           

12 Algonquin Water Resources Licenses, Permits & Fees FALSE ALARM FINE (200)           

13 Algonquin Water Resources Licenses, Permits & Fees Credit for Alarm Violation 250            

14 Algonquin Water Resources Dues & Memberships HR Membership (274)           

15 Algonquin Water Resources Dues & Memberships TWC-FY08 DUES (1,504)        

16 Algonquin Water Resources Dues & Memberships TWC FY08 MBRSHIP DUES (709)           

17 Algonquin Water Resources Dues & Memberships r/c membership fee for 2008 1,378         

18 Algonquin Water Resources Dues & Memberships r/c membership fee for 2008 650            

19 Algonquin Water Resources Dues & Memberships MEMBERSHIP RENEWAL (160)           

20 Algonquin Water Resources Dues & Memberships MANAGEMENT PUBLICATIONS (99)             

21 Algonquin Water Resources Dues & Memberships Exp Tx Rual Water Assoc. Membe (383)           

22 Algonquin Water Resources Dues & Memberships Exp Tx Rual Wtr Assoc Membersh (383)           

23 Algonquin Water Resources Dues & Memberships exp Tx Rual Water Assoc Member (383)           

24

25 Total Expenses (35,008)$    

26

27 Water Division Allocation Factor 24.14%

28

29 RUCO Adjustment To Remove Unnecessary/Inappropriate Expenses (8,451)$      

Note:  Account names and references above are per Algonquin journal entries in its general ledger.

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 4c

TO OUTSIDE SERVICES - OTHER
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Test Year Ended September 30, 2008

LINE

NO. GENERAL LEDGER ACCOUNT VENDOR DESCRIPTION AMOUNT

1 Admin Allocation - AWS Algonquin Water ServicesRecon fees to 4 factor (728,574)$  

2 Contractual Services-AWS Algonquin Water ServicesRecon fees to 4 factor 265,541      

3 Contractual Services-AWS Algonquin Water ServicesRecon fees to 4 factor 309,859      

4

5

6 RUCO Adjustment To Remove Unnecessary/Inappropriate Expenses (153,174)$  

Note:  Descriptions above are per company journal entries in the general ledger.

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 4d

TO OUTSIDE SERVICES - OTHER
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Test Year Ended September 30, 2008

LINE

NO. DESCRIPTION REFERENCE AMOUNT

1 QUALITY CRANE SERVICES, INC Invoice 30400 (590)$          

2

3 RUCO Adjustment to Remove Non-Recurring Expense (590)$          

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 5

TO WATER TESTING
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Test Year Ended September 30, 2008

LINE

NO. DESCRIPTION REFERENCE AMOUNT

1 Algonquin Water Services Invoice SALES000000001019 (19,364)$     

2 Algonquin Water Services Invoice SALES000000001036 (4,938)         

3

4 RUCO Adjustment To Remove Unnecessary/Inappropriate Expenses (24,302)$     

5

6 B&A Auto Repair Invoice 3266 (284)$          

7 DESERT GOLF CARS Invoice 45331 (138)            

8

9 RUCO Adjustment To Remove Expenses Outside of Test Year (422)$          

10

11 Commonwealth Tow & Transport Invoice 4389 (37)              

12

13 RUCO Adjustment to Remove Non-Recurring Expense (37)$            

14

15 TOTAL RUCO ADJUSTMENT TO TRANSPORTATION EXPENSES (24,761)$     

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 6

TO TRANSPORTATION EXPENSES
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Test Year Ended September 30, 2008

LINE

NO. DESCRIPTION REFERENCE AMOUNT

1 10/3 Merchant Fees JE 46993 (2,195)$      

2 11/5 merchant fee JE47338 (1,538)        

3 1/3 Merchant Fees JE48951 (862)           

4 Merchant Fees JE 49341 (14)             

5 2/5 Merchant Fees JE 49730 (982)           

6 BANK & MERCHANT FEES JE 50008 (1,109)        

7 Merchant Fees JE 50417 (1,072)        

8 DISCOVER CARD FEES JE 51126 (25)             

9 MERCHANT FEES JE 51127 (2,259)        

10 Record Credit Card Fees JE 51940 (2,201)        

11 Record Monthly CC Fees JE 53038 (2,501)        

12 record monthly AMEX cr card fe JE 54076 (6)               

13 Record monthly credit card fee JE 54077 (2,838)        

14 record monthly credit card fee JE 54663 (3,260)        

15 Algonquin Power System LABOR/TRAVEL/INSURANCE Invoice JC34077 (21)             

16 Algonquin Water Services PARTS/MEALS/GAS/MILGE/TELEPHON Invoice JC4258 (19)             

17 Algonquin Water Services MATERIAL/TRAVEL/TELEPHONE Invoice JC4457 (423)           

18 Algonquin Water Services MTRL/CONTRCTS/EQPMT/TRVL/TELE Invoice JC5243 (53)             

19 Algonquin Water Services PARTS/TRAVEL/TELEPHONE Invoice JC5435 (92)             

20 Algonquin Water Services PARTS/TRAVEL/CELLULAR Invoice JC6080 (15)             

21 Algonquin Water Services 8600-0100-repairs Invoice JC6285 (204)           

22

23 RUCO Adjustment To Remove Unnecessary/Inappropriate Expenses (21,689)$    

24

25

26 Write off Unrec Variance (338)$         

27

28 RUCO Adjustment to Remove Non-Recurring Expense (338)$         

29

30 TOTAL RUCO ADJUSTMENT TO MISCELLANEOUS EXPENSES (22,027)$    

Note:  Descriptions and references above are per company journal entries in the general ledger.

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 8

TO MISCELLANEOUS EXPENSES
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Test Year Ended September 30, 2008

RUCO PROPOSED PROPOSED

LINE ACCT ORIGINAL DEPR DEPR

NO. NO. PLANT ACCOUNT COST RATE EXPENSE

1 301 Organization 21,100$             0.00% -$                 

2 302 Franchises -                     0.00% -                   

4 303 Land and Land Rights 1,188,426          0.00% -                   

5 304 Structures and Improvements 24,251,352        3.33% 807,570           

6 307 Wells and Springs 2,350,398          3.33% 78,268             

7 310 Power Generation Equipment 202,270             5.00% 10,114             

8 311 Electric Pumping Equipment 790,650             12.50% 98,831             

9 320 Water Treatment Equipment 1,317,573          3.33% 43,875             

10 320.1 Water Treatment Plants 1,866,965          3.33% 62,170             

11 320.2 Chemical Solution Feeders -                     2.22% -                   

12 330 Distribution Reservoirs & Standpipes 426,805             2.20% 9,390               

13 330.1 Storage Tanks -                     2.20% -                   

14 330.2 Pressure Tanks -                     5.00% -                   

15 331 Transmission and Distribution  Mains 28,911,123        2.00% 578,222           

16 333 Services 4,191,784          3.33% 139,586           

17 334 Meters 4,137,013          8.33% 344,613           

18 335 Hydrants 2,054,522          2.00% 41,090             

19 336 Backflow Prevention Devices 38,387               6.67% 2,560               

20 339 Other Plant and Miscellaneous Equipment 260,106             6.67% 17,349             

21 340 Office Furniture and Equipment 551,757             6.67% 36,802             

22 340.1 Computers and Software -                     20.00% -                   

23 341 Transportation Equipment 159,496             20.00% 31,899             

24 342 Stores Equipment 31,711               4.00% 1,268               

25 343 Tools, Shop, and Garage Equipment 23,351               5.00% 1,168               

26 344 Laboratory Equipment -                     10.00% -                   

27 345 Power Operated Equipment -                     5.00% -                   

28 346 Communications Equipment 115,801             10.00% 11,580             

29 347 Miscellaneous Equipment -                     10.00% -                   

30 348 Other Tangible Plant -                     -                   

31 TOTALS 72,890,590$      2,316,357$      

32

33

34 Proposed Depreciation Expense Per RUCO 2,316,357$      

35

36 Less:  Amortization of Contributions in Aid of Construction (per Company) (67,586)            

37

38 Total Proposed Depreciation Expense Per RUCO 2,248,771$      

39

40 Total Proposed Depreciation Expense Per Company 2,291,982$      

41

42 Net Decrease to Depreciation Expense (43,211)$          

43

44 RUCO Adjustment To Plant Depreciation Expense (43,211)$          

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 9a

TO DEPRECIATION EXPENSE
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Test Year Ended September 30, 2008

1999 Series 2001 Series Combined

LINE Bonds Bonds Total

NO. DESCRIPTION REFERENCE (A) (B) (A) + (B)

1 Aggregate Principal Balance of IDA Bonds 5,335,000$ 7,500,000$ 12,835,000$ 

2
Allowable Debt Issuance Cost

1999 & 2001 IDA 

Bond Contracts 2.00% 2.00%

3

4 Total Allowable Debt Issuance Cost Line 1 X Line 2 106,700$    150,000$    256,700$      

5
Term of Bond Issue, in Years 

1999 & 2001 IDA 

Bond Contracts 24 30

6

7 Annual Debt Issuance Amortization Expense Line 4 / Line 5 4,446$        5,000$        9,446$          

8 Cost Allocation Percentage to Water Division 50.00%

9

10 Total Amortization of Debt Discount Per RUCO 4,723$          

11

12 Test Year Adjusted Amortization of Debt Discount As Filed 11,465$        

13

14 RUCO Adjustment To Amortization of Debt Discount (6,742)$         

15

16 TOTAL RUCO ADJUSTMENT TO DEPRECIATION EXPENSE (6,742)$         

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 9b

TO DEPRECIATION EXPENSE
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Test Year Ended September 30, 2008

LINE

NO. REFERENCE (A) (B)

1 Calculation Of The Company's Full Cash Value:

2

3 Annual Operating Revenues:

4 Year Ended 09/30/2008 Co. Sch E-2, Line 2 6,851,029$    

5 Year Ended 09/30/2007 Co. Sch E-2, Line 2 6,749,901      

6 Year Ended 09/30/2006 Co. Sch E-2, Line 2 6,389,605      

7 Total Three Year Operating Revenues Sum of Lines 4, 5, & 6 19,990,535$  

8 Average Annual Operating Revenues Line 7 / 3 6,663,512$    

9

10 Two Times Three Year Average Operating Revenues Line 8 X 2 13,327,023$ 

11

12 ADD:

13 10% of construction Work In Progress ("CWIP"):

14 Test Year CWIP Co. Sch E-1, Line 4 (222,258)$      

15 10% of CWIP Line 14 X 10% (22,226)$       

16

17 SUBTRACT:

18 Transportation at Book Value:

19 Original Cost of Transportation Equipment

20 Accum. Depr. Of Transportation Equipment

21 Book Value of Transportation Equipment Line 19 + Line 20 -$              

22

23 Company's Full Cash Value ("FCV") Sum of Lines 10, 15, & 21 13,304,798   

24

25 Calculation Of The Company's Tax Liability:

26

27 MULTIPLY:

28 FCV X Valuation Assessment Ratio X Property Tax Rates:

29 Assessment Ratio (2010) House Bill 2779 22.5000%

30 Assessed Value Line 23 X 29 2,993,579$    

31

32 Property Tax Rates:

33 Primary Tax Rate JMM 1.50 - 2008 Budget 7.1250%

34 Secondary Tax Rate JMM 1.50 - 2008 Budget 4.0690%

35 Estimated Tax Rate Liability Line 33 + Line 34 11.1940%

36

37 Company's Total Tax Liability - Based on Full Cash Value Line 30 X Line 35 335,101$      

38

39 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1, Line 28 373,354        

40 Decrease in Property Tax Expense Line 37 - Line 39 (38,253)$       

41

42 TOTAL RUCO ADJUSTMENT TO PROPERTY TAXES (38,253)$       

DESCRIPTION

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 10

TO PROPERTY TAX
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Test Year Ended September 30, 2008

LINE (A) (B)

NO. REFERENCE AMOUNT

1 FEDERAL INCOME TAXES:

2

3 Operating Income Before Taxes Sch 4, Page 1, Col C, Lines 31 + 34 368,326$       

4 Less:

5 Arizona State Tax Line 21 3,903$           

6 Interest Expense Note (A), Line 35 (424,341)        

7 Federal Taxable Income Line 3 + Line 5 + Line 6 (52,112)$        

8

9 Federal Tax Rate Schedule 1, Page 2 34.0000%

10 Federal Income Tax Expense Line 7 X Line 9 (17,718)$        

11

12 STATE INCOME TAXES:

13

14 Operating Income Before Taxes Sch 4, Page 1, Col C, Lines 32 + 37 368,326$       

15 LESS:

16 Interest Expense Note (A), Line 35 (424,341)        

17 State Taxable Income Line 14 + Line 16 (56,015)$        

18

19 State Tax Rate Tax Rate 6.9680%

20

21 State Income Expense Line 17 X Line 19 (3,903)$          

22

23 TOTAL INCOME TAX EXPENSE:

24 Federal Income Tax Expense Line 10 (17,718)$        

25 State Income Tax Expense Line 21 (3,903)            

26 Total Income Tax Expense Per RUCO Line 24 + Line 25 (21,621)$        

27 Total Income Tax Expense Per CompanyCompany Sch C-1 (449,717)        

28 Total RUCO Income Tax Adjustment Line 26 - Line 27 428,096$       

29

30

31 NOTE (A)

32 Interest Synchronization:

33 Adjusted Rate Base 37,222,878$                             

34 Weighted Avg. Cost of Debt 1.14%

35 Synchronized Interest Expense (L33 X L34) 424,341$                                  

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 11

TO INCOME TAX EXPENSE

DESCRIPTION
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Test Year Ended September 30, 2008

Company RUCO Increase/ Increase/

LINE Present Proposed (Decrease) (Decrease)

NO. Meter Size/Class Rates Rates Amount Percent

1 Residential

2 5/8 inch meter 7,865$                 11,737$                3,872$               49.23%

3 3/4 inch meter 2,015,346            2,955,672             940,326             46.66%

4 1 inch meter 1,980,115            3,393,468             1,413,353          71.38%

5 1.5 inch meter 53,017                 99,093                  46,076               86.91%

6 2 inch meter 173,915               305,411                131,496             75.61%

7 4 inch meter 19,356                 30,621                  11,265               58.20%

8 Subtotal Residential 4,249,614$          6,796,003$           2,546,389$        59.90%

9

10 Commercial

11 5/8 inch meter 25,665$               52,136$                26,471$             103.14%

12 3/4 inch meter 12,070                 20,428                  8,358                 69.25%

13 1 inch meter 28,688                 49,253                  20,565               71.68%

14 1.5 inch meter 65,438                 119,503                54,065               82.62%

15 2 inch meter 413,985               701,546                287,561             69.46%

16 4 inch meter 76,058                 117,762                41,704               54.83%

17 8 inch meter 403,707               576,533                172,826             42.81%

18 10 inch meter 17,579                 31,111                  13,532               76.98%

19 Subtotal Commercial 1,043,190$          1,668,272$           625,082$           61.13%

20

21 Irrigation

22 5/8 inch meter 1,076$                 2,433$                  1,357                 126.09%

23 3/4 inch meter 36,882                 74,860                  37,978               102.97%

24 1 inch meter 153,062               284,781                131,719             86.06%

25 1.5 inch meter 156,419               301,284                144,865             92.61%

26 2 inch meter 895,159               1,333,216             438,057             48.94%

27 4 inch meter 104,340               157,617                53,277               51.06%

28 Subtotal Irrigation 1,346,938$          2,154,191$           807,253$           59.08%

29

30 Hydrant 110,558$             176,809$              66,251$             59.92%

31

32 Total Metered Revenue 6,750,300$          10,795,274$         4,044,974$        59.92%

Water Bill Count Summary
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Test Year Ended September 30, 2008

PROPOSED 

LINE MONTHLY CHARGES AND

NO. DESCRIPTION MINIMUM USAGE FEES

1 RESIDENTIAL CUSTOMERS

2 5/8-inch & 3/4-inch Meters 10.00$           

3 First Tier - Zero to 5,000 Gallons 1.000$               

4 Second Tier - Next  7,000 Gallons 1.944                 

5 Third Tier - In Excess Of 12,000 Gallons 3.500                 

6

7 1-inch Meters 25.00$           

8 First Tier - First 50,000 Gallons 1.944$               

9 Second Tier - In Excess Of 50,000 Gallons 3.500                 

10

11 1.5-inch Meters 50.00$           

12 First Tier - First 100,000 Gallons 1.944$               

13 Second Tier - In Excess Of 100,000 Gallons 3.500                 

14

15 2-inch Meters 80.00$           

16 First Tier - First 100,000 Gallons 1.944$               

17 Second Tier - In Excess Of 100,000 Gallons 3.500                 

18

19 4-inch Meters 250.00$         

20 First Tier - First 400,000 Gallons 1.944$               

21 Second Tier - In Excess Of 400,000 Gallons 3.500                 

22

23 COMMERCIAL CUSTOMERS

24 5/8-inch & 3/4-inch Meters 10.00$           

25 First Tier - Zero to 5,000 Gallons 1.000$               

26 Second Tier - Next  7,000 Gallons 1.944                 

27 Third Tier - In Excess Of 12,000 Gallons 3.500                 

28

29 1-inch Meters 25.00$           

30 First Tier - First 50,000 Gallons 1.944$               

31 Second Tier - In Excess Of 50,000 Gallons 3.500                 

32

33 1.5-inch Meters 50.00$           

34 First Tier - First 100,000 Gallons 1.944$               

35 Second Tier - In Excess Of 100,000 Gallons 3.500                 

36

37 2-inch Meters 80.00$           

38 First Tier - First 100,000 Gallons 1.944$               

39 Second Tier - In Excess Of 100,000 Gallons 3.500                 

PROPOSED RATES AND CHARGES
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Test Year Ended September 30, 2008

PROPOSED 

LINE MONTHLY CHARGES AND

NO. DESCRIPTION MINIMUM USAGE FEES

PROPOSED RATES AND CHARGES

40

41 4-inch Meters 250.00$         

42 First Tier - First 400,000 Gallons 1.944$               

43 Second Tier - In Excess Of 400,000 Gallons 3.500                 

44

45 8-inch Meters 760.00$         

46 First Tier - First 500,000 Gallons 1.850$               

47 Second Tier - In Excess Of 500,000 Gallons 3.500                 

48

49 10-inch Meters 1,000.00$      

50 First Tier - First 600,000 Gallons 1.850$               

51 Second Tier - In Excess Of 600,000 Gallons 3.500                 

52

53 IRRIGATION CUSTOMERS

54 5/8-inch & 3/4-inch Meters 10.00$           

55 First Tier - First 12,000 Gallons 1.920$               

56 Second Tier - In Excess Of 12,000 Gallons 3.679                 

57

58 1-inch Meters 25.00$           

59 First Tier - First 60,000 Gallons 1.920$               

60 Second Tier - In Excess Of 60,000 Gallons 3.679                 

61

62 1.5-inch Meters 50.00$           

63 First Tier - First 100,000 Gallons 1.920$               

64 Second Tier - In Excess Of 100,000 Gallons 3.679                 

65

66 2-inch Meters 80.00$           

67 First Tier - First 150,000 Gallons 1.920$               

68 Second Tier - In Excess Of 150,000 Gallons 3.679                 

69

70 4-inch Meters 250.00$         

71 First Tier - First 200,000 gallons 1.920$               

72 Second Tier - In Excess Of 200,000 Gallons 3.679                 

73

74 Hydrant Rate 160.20$         4.00$                 
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Test Year Ended September 30, 2008

(A) (B)

COMPANY RUCO

LINE OCRB/FVRB OCRB/FVRB

NO. DESCRIPTION COST COST

1 Adjusted Original Cost/Fair Value Rate Base 28,296,903$   21,248,950$   

2

3 Adjusted Operating Income/(Loss) 163,778          528,810          

4

5 Current Rate of Return (L3 / L1) 0.58% 2.49%

6

7 Required Operating Income (L9 X L1) 3,228,677$     1,640,419$     

8

9 Required Rate of Return on Fair Value Rate Base 11.410% 7.720%

10

11 Operating Income Deficiency (L7 - L3) 3,064,899$     1,111,609$     

12

13 Gross Revenue Conversion Factor (Schedule 1, Page 2) 1.6286            1.6286            

14

15 Required Increase in Gross Revenue Requirement (L11 X L13) 4,991,601$     1,810,405$     

16

17 Adjusted Test Year Revenue 6,356,374$     6,359,187$     

18

19 Proposed Annual Revenue (L15 + L17) 11,347,975$   8,169,592$     

20

21 Required Percentage Increase in Revenue (L15 / L17) 78.53% 28.47%

22

23 Rate of Return on Common Equity 12.500% 8.010%

Revenue Requirement
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Test Year Ended September 30, 2008

LINE

NO. (A) (B) (C) (D)

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:

1 Revenue 1.0000         

2 Combined Federal And State Tax Rate (Line 12) (0.3860)        

3 Subtotal (Line 1 + Line 2)    0.6140         

4 Revenue Conversion Factor (L1 / L3) 1.6286         

5

6 CALCULATION OF EFFECTIVE TAX RATE:

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

8 Arizona State Income Tax Rate 6.9680%

9 Federal Taxable Income (L7 - L8) 93.0320%

10 Applicable Federal Income Tax Rate (Col. (D), L43) 34.0000%

11 Effective Federal Income Tax Rate (L9 X L10) 31.6309%

12 Combined Federal And State Income Tax Rate (L8 + L11)    38.5989%

13

14 Required Operating Income (Sch.-1, Pg 1, Col. (B), L7) 1,640,419$  

15 Adjusted T.Y. Oper'g Inc. (Loss) (Sch.-1, Pg 1, C (B), L3) 528,810       

16 Required Increase In Operating Income (L14 - L15) 1,111,609$ 

17

18 Income Taxes On Recommended Revenue (Col. (D), L31) 878,945$     

19 Income Taxes On Test Year Revenue (Col. (D), L40) 180,149       

20 Required Increase In Revenue To Provide For Income Taxes (L18 - L19) 698,796$    

21

22 Total Required Increase In Revenue (L16 + L20)    1,810,405$ 

23 RUCO

24 CALCULATION OF INCOME TAX: RECOMMENDED

25 Revenue (Sch -1, Pg 1, Col. (B), L19) 8,169,592$             

26 Operating Expense Excluding Income Tax ( Sch4, Col. (E), L37 - L32) 5,650,228               

27 Synchronized Interest (Col. (C), L48) 242,238                  

28 Arizona Taxable Income (L25 - L26 - L27) 2,277,126$             

29 Arizona State Income Tax Rate 6.9680%

30 Arizona Income Tax (L28 X L29) 158,670$     

31 Fed. Taxable Income (L28 - L30) 2,118,456$             

32 Fed. Tax on 1st Inc. Bracket ($1 - $50,000) @ 15% 7,500$                    

33 Fed. Tax on 2nd Inc. Bracket ($50,001 - $75,000) @ 25% 6,250                      

34 Fed. Tax on 3rd Inc. Bracket ($75,001 - $100,000) @ 34% 8,500                      

35 Fed. Tax on 4th Inc. Bracket ($100,001 - $335,000) @ 39% 91,650                    

36 Fed. Tax on 5th Inc. Bracket ($335,001 - $10M) @ 34% 606,375                  

37 Total Federal Income Tax (L32 + L33 + L34 + L35 + L36) 720,275       

38 Combined Federal and State Income Tax (L30 + L37)     878,945$     

39

40 Test Year Combined Income Tax, RUCO as Adjusted ( Sch 4, Col. (C), L32) 180,149$     

41 RUCO Adjustment  To Proposed Income Tax (L38 - L40)  (See  Sch 1, Col. (D), L32)    698,796$     

42

43 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%

44

45 CALCULATION OF INTEREST SYNCHRONIZATION:

46 Rate Base 21,248,950$           

47 Weighted Avg. Cost of Debt 1.14%

48 Synchronized Interest (L35 X L36)     242,238$                

GROSS REVENUE CONVERSION FACTOR

DESCRIPTION




