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Killarney Water Company
Statement of Operating Income with Adjustments
For the Test Year Ending September 30, 2010
Company Company Gross Proposed Adjustment Operating $ %

Pro Forma Adjustments Pro Forma Proposed Revenue Rates With To Statement Revenue Revenue

Rebuttal (Appendix H, Present Increase Conversion Adjustments Proposed per Order Change Change

Description (Co. Sch. 3.1 Kl page 2) (Cols. b+c) (Co. Sch. 3.1 Kl Factor (Cols. d+e+f) Increase (Coals. g+h) (Cols.i-b)  (Cols. jib)

(@) (b) © (d) (e) ® () (h) 0] 0 (k)

Water Service Revenues $ 65,780 $ - $ 65,780 $ 163,529 $ (152) $ 229,157 $ (24,684) $ 204,473 $ 138,693 210.84%

Miscellaneous Revenues 1,121 178 1,299 499 - 1,798 - 1,798 677 60.39%

Total Operating Revenues 66,901 178 67,079 164,028 $ (152) 230,955 (24,684) 206,271 139,370  208.32%
Uncollectible Accounts 2,446 7 2,453 6,080 14 8,547 (918) 7,629
Maintenance Expenses 36,899 - 36,899 - - 36,899 - 36,899
General Expenses 48,636 - 48,636 - - 48,636 - 48,636
Depreciation 39,571 - 39,571 - - 39,571 - 39,571
Amortization of CIAC (1,574) - (1,574) - - (1,574) - (1,574)
Taxes Other Than Income 8,370 - 8,370 164 (164) 8,370 - 8,370

Total Operating Expense

Before Income Taxes 134,348 7 134,355 6,244 (150) 140,449 (918) 139,531
State Income Tax (8,319) 16 (8,303) 14,990 1) 6,686 (2,258) 4,428
Federal Income Tax (27,072) 53 (27,019) 48,550 - 21,531 (7,313) 14,218
Deferred Taxes and ITCs Net (73) - (73) - - (73) - (73)
Total Operating Expenses 98,884 76 98,960 69,784 (151) 168,593 (10,489) 158,104
NET OPERATING INCOME $ (31,983) $ 102 $ (31,881) $ 94,244 $ 1 $ 62,362 $ (14,195) $ 48,167
Rate Base (Appendix H, page 3) $ 603,588
Overall Rate of Return (per Order) 7.98%
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Killarney Water Company
Adjustments to Operating Income
For the Test Year Ending September 30, 2010
Interest Total
Synchronization HomeServeUSA Operating
Line (Appendix H, Misc. Revenues Statement
No. Description page 6) (Staff Ex. 12.0) (Source) (Source) (Source) (Source) (Source) Adjustments
(@ (b) (© (d) (e) ® (9 (h) 0]
1 Water Service Revenues $ - $ - $ - $ - $ - $ - $ - $ -
2 Miscellaneous Revenues - 178 - - - - - 178
3 Total Operating Revenues - 178 - - - - - 178
4 Uncollectible Accounts - 7 - - - - - 7
5 Maintenance Expenses - - - - - - -
6 General Expenses - - - - - - R
7 Depreciation - - - - - - - -
8 Amortization of CIAC - - - - - - - -
9 Taxes Other Than Income - - - - - - - -
10 - - - - - - - - -
11 - - - - - - - - -
12 - - - - - - - - -
13 - - - - - - - - -
14 - - - - - - - -
15 Total Operating Expense
16 Before Income Taxes - 7 - - - - - 7
17 State Income Tax - 16 - - - - - 16
18 Federal Income Tax - 53 - - - - - 53
19  Deferred Taxes and ITCs Net - - - - - - - -
20  Total Operating Expenses - 76 - - - - - 76

21 NET OPERATING INCOME $ - $ 102 $ - $ - $ - $ - $ - $ 102
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Killarney Water Company

Rate Base
For the Test Year Ending September 30, 2010

Company
Pro Forma Adjustments Approved
Line Rate Base (Appendix H, Rate Base
No. Description (Co. Sch. 3.1 Kl) page 4) (Col. b+c)
(@) (b) (c) (d)
1 Gross Plant in Service $ 633,780 $ - $ 633,780
2 Less: Accumulated Depreciation (161,743) - (161,743)
3 - - - -
4 Net Plant 472,037 - 472,037
5 Additions to Rate Base
6 Cash Working Capital 11,142 0 11,142
7 Deferred Charges - - -
8 Net Pro forma Plant 170,000 - 170,000
9 -
10 - - - -
11 - - - -
12 - - - -
13 - - - -
14 - - - -
15 - - - -
16  Deductions From Rate Base -
17 Contributions in Aid of Construction 51 - 51
18 Accumulated Deferred Income Taxes (50,347) - (50,347)
19  Adjustment to Rate Base Allocations 705 - 705
20 - - - -
21 - - - -
22 - - - -

23 Rate Base $ 603,588 $ 0 $ 603,588
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Killarney Water Company
Adjustments to Rate Base

For the Test Year Ending September 30, 2010

Working
Capital
(Appendix H,
page 8) (Source)

(Source) (Source) (Source) (Source) (Source)

Total
Rate Base
Adjustments

()

Gross Plant in Service
Less: Accumulated Depreciation

Net Plant

Additions to Rate Base
Cash Working Capital
Deferred Charges

Net Pro forma Plant

Deductions From Rate Base
Contributions in Aid of Construction

Accumulated Deferred Income Taxes
Adjustment to Rate Base Allocations

Rate Base

(b) ©

(d) (e) ® (9 (h)

0]




Docket Nos. 11-0561-11-0566 (Cons.)

Appendix H
Page 5 of 8
Killarney Water Company
Revenue Effect of Adjustments
For the Test Year Ending September 30, 2010
Line
No. Description Per Company Adjustments Per Order
(@) (b) (© (d
1 Present Revenues $ 66,001 @ $ 66,901 @
2 Proposed Increase 164,028 © (24,658) @ 139,370 ©
3 Proposed Revenues $ 230,929 $ (24,658) $ 206,271
4 % Increase 245.18% 208.32%
5 Effect of Each Adjustment:
6
7
8 Rate of Return (Applied to Company Rate Base) (24,507)
9 Gross Revenue Conversion Factor (152)
10 HomeServeUSA Misc. Revenues (@]
11 Working Capital -
12 Interest Synchronization -
13
14
15
16
17
18
19
20
21 Rounding 8
22  Total Revenue Effect of Adjustments $ (24,658)

23 Reconciliation to Appendix H, page 1

24 Column (c), line 3. 178
25 Column (f), line 3. (152)
26 Column (h), line 3. (24,684)
27 Total Effect of Adjustments $ (24,658)
Sources:

(1) Appendix H, p. 1, column (b), line 3
(2) Appendix H, p. 1, column (d), line 3
(3) Appendix H, p. 1, column (e), line 3
(4) Line 27

(5) Appendix H, p. 1, column (j), line 3
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Killarney Water Company

Interest Synchronization Adjustment
For the Test Year Ending September 30, 2010

Line
No. Description Amount
(@) (b)
1 Approved Rate Base $ 603,588 (1)
2 Weighted Cost of Debt 3.34% (2)
3 Synchronized Interest Per Order 20,132
4 Company Interest Expense 20,132 (3)

5 Increase (Decrease) in Interest Expense -

6 Increase (Decrease) in State Income Tax Expense
7 at 9.500% $ -

8 Increase (Decrease) in Federal Income Tax Expense
9 at 34.000% $ R

(1) Source: Appendix H, page 3
(2) Source: ICC Staff Exhibit 3.0, Schedule 3.1
(3) Source: Company Schedule 3.1 Kl, p. 7, line 3
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Killarney Water Company

Gross Revenue Conversion Factor
For the Test Year Ending September 30, 2010

Per Order Per Order
With Without
Description Rate Bad Debts Bad Debts
@ (b) (c) (d)
Revenues 1.000000
Uncollectibles 3.7180% 0.037180
State Taxable Income 0.962820 1.000000
State Income Tax 9.5000% 0.091468 0.095000
Federal Taxable Income 0.871352 0.905000
Federal Income Tax 34.0000% 0.296260 0.307700
Operating Income 0.575092 0.597300
Gross Revenue Conversion Factor Per Order 1.738852 1.674201
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Killarney Water Company

Working Capital Adjustment
For the Test Year Ending September 30, 2010

Line
No. Description Amount Source
(@ (b) ©
1 Maintenance Expenses 36,899 Appendix H, p. 1, column (d), line 5
2 General Expense 48,636 Appendix H, p. 1, column (d), line 6
3 Taxes Other Than Income 8,370 Appendix H, p. 1, column (d), line 9
4 Less Real Estate Taxes (4,766) Company workpaper (e), line 4
5 Operating Expenses Subject to
Working Capital Allowance 89,139 Sum of Lines 1, 2, 3, and 4
6 Divisor (1/8) 0.125
7 Working Capital Allowance Per Order 11,142 Line 5 xline 6
8 Working Capital Allowance Per Company 11,142 Company Schedule 3.1 Kl, p. 7, line 8

Adjustment

Line 7 less line 8



