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Introduction

v Purpose of analysis: to forecast the financial impact of PSWID’s
acquisition of the Pine and Strawberry systems :

v Forecast total expenses for first 10 years of operation

v Impact on monthly rates and water bills

u Analysis is primarily based on data supplied by Brooke Utilities to
ACC and assumptions about future growth/expenses

u Analysis is preliminary and subject to revision based on new
data provided, due diligence or changing circumstances
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Why are Water Rates Increasing?

Inflation

General increases in the cost of doing
business

Environmental and other regulations

Capital Improvement Plan (“CIP”)
needed to repair and expand system

Average water utility in Arizona
Increasing rates 5-6% per year
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Total Accounts Acquired

January 2009

2500 - 2.023 Total = 3,105
2,000 -
1,082
1,500 A
1,000 A
500 -

Pine Strawberry

Note: estimated based on prior year data
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PSWID

Forecast Initial Budget -- 2009

Salaries & Wages $ 270,000
Purchased Power 150,000
Repairs and Maintenance 100,000
Outside Services 50,000
Water Testing 30,000
Other Expenses* 282,000
Total Operating Expense 882,000
Debt Service 247,860
Total Expenses 1,129,860

*numerous categories, including supplies, office,

administration, legal, engineering, testing, rents, etc.
SOURCE: CVL budget forecast
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Long-Term Financial Forecast

Primary Assumptions

v Pine and Strawberry systems consolidated under one
operating and management structure

v Most operating expenses increase 3-5% per year

v PSWID implements aggressive capital improvement plan to
repair and improve service

v Debt issued to fund acquisition and initial CIP:
v Total = $4.5M -- $2.5M acquisition, $2.0M CIP
v Term = 25 years
v Interest Rate = 4.5%

v Interest only payments 15t 2 years
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PSWID

Forecast Capital Improvement Plan
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Total = $9,252,000
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Financial Debt Issues

Required to Fund Acquisition/CIP

$5,000,000 -
$4,500,000

$4,500,000 -
$4,000,000 - Total = $9,500,000

$3,500,000 -

$3,000,000 -
2,500,000 2,500,000

$2,500,000 -
$2,000,000
$1,500,000
$1,000,000 -
$500,000
. - . - - - -

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

NOTE: proceeds will be used to fund projects beyond 2009-2018 time period
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PSWID

Forecast Cost of Service 2009-2018

$2.000,000 - $1.878,964
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Pine Water Co/Strawberry Water Co

Current Rate Schedule

PINE RATEPAYERS STRAWBERRY RATEPAYERS
Williamson
Base 5/8" $ 20.35
Base Charge 5/8" $ 18.45 Cost/1,000 Gal - 2,000 3.50
2,001 4,000 3.50
Usage--Summer - 2,000 6.00 4,001 6,000 3.50
Cost/1,000 Gal 2,001 4,000 7.00 6,001 Above 3.50
May-September 4,001 6,000 7.00
6,001 Above 8.00 United
Base 5/8" 16.00
Cost/1,000 Gal - 2,000 2.20
Usage-- Winter - 2,000 3.95 2,001 4,000 2.20
Cost/1,000 Gal 2,001 4,000 4.96 4,001 6,000 3.85
October-April 4,001 6,000 4.96 6,001 Above 3.85
6,001 Above 6.00
E&R
Base 5/8" 18.45
Cost/1,000 Gal - 2,000 3.40
2,001 4,000 3.40
4,001 6,000 5.95
6,001 Above 5.95
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PSWID

Forecast Consolidated Long-Term Rate Plan

Effective Effective Effective Effective Effective Effective

Jan-2011 Jan-2012 Jan-2013 Jan-2014 Jan-2015 Jan-2016

Base Charge 58" $ 1845 $ 21.22 $ 2185 $ 2251 $ 23.18 $ 23.88

Usage Charge per 1,000 Gal:

- 2,000 6.00 6.90 7.11 7.32 7.54 7.77
2,001 4,000 7.00 8.05 8.29 8.54 8.80 9.06
4,001 6,000 7.00 8.05 8.29 8.54 8.80 9.06
6,001 Above 8.00 9.20 9.48 9.76 10.05 10.35
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Monthly Charges Under

Forecast Rate Plan

Effective Effective Effective Effective Effective Effective

Current Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16
Pine Total $ 3745% 3745 $ 4307 $ 4436 $ 4569 % 4706 $ 48.47
Increase - 5.62 1.29 1.33 1.37 1.41
Strawberry -- Williamson
Total 30.85 37.45 43.07 44.36 45.69 47.06 48.47
Increase 6.60 5.62 1.29 1.33 1.37 1.41
Strawberry -- United
Total 22.60 37.45 43.07 44.36 45.69 47.06 48.47
Increase 14.85 5.62 1.29 1.33 1.37 1.41
Strawberry -- E&R
Total 28.65 37.45 43.07 44.36 45.69 47.06 48.47
Increase 8.80 5.62 1.29 1.33 1.37 1.41
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Monthly Charges Under

Forecast Rate Plan

Effective Effective Effective Effective Effective Effective
Current Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16

Pine Total $ 90.45% 90.45 $ 104.02 $ 107.14 $ 11035 $ 113.66 $ 117.07
Increase - 13.57 3.12 3.21 3.31 3.41

Strawberry -- Williamson
Total 55.35 90.45 104.02 107.14 110.35 113.66 117.07
Increase 35.10 13.57 3.12 3.21 3.31 3.41

Strawberry -- United
Total 47.90 90.45 104.02 107.14 110.35 113.66 117.07
Increase 42.55 13.57 3.12 3.21 3.31 3.41

Strawberry -- E&R

Total 67.75 90.45 104.02 107.14 110.35 113.66 117.07
Increase 22.70 13.57 3.12 3.21 3.31 3.41

! :i;vaunno




Presentation Summary

Rate increases are inevitable for all systems
— average water utility increases rates 5-6%
per year

u

PSWID is forecast to purchase and operate
system 2009-2010 with no increases in
existing rates

Beginning in 2011, rate increases are
forecast to be required to fund operations,
repair of system and improvement of service
guality

Plan forecasts that rates will be unified for all
ratepayers
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