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Ferson Creek Utilities Company-Sewer Operations
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 D, Present Increase Conversion Adjustments Proposed per Order Change Change

Description (Co. Sch. 3.1 FC-S) page 2) (Cols. b+c) (Co. Sch. 3.1 FC-S) Factor (Cols. d+e+f) Increase (Cols. g+h) (Cols. i-b)  (Cols. j/b)

(a) (© (d) (e) ® ()} (h) 0] 0 (k)

Sewer Service Revenues $ 132,160 $ - $ 132,160 $ 120,240 $ (121) $ 252,279 $ (26,740) $ 225539 $ 93,379 70.66%

Miscellaneous Revenues 619 190 809 - - 809 - 809 190 30.69%

Total Operating Revenues 132,779 190 132,969 120,240 $ (121) 253,088 (26,740) 226,348 93,569 70.47%
Uncollectible Accounts 1,703 2 1,705 1,549 1) 3,253 (344) 2,909
Maintenance Expenses 82,267 - 82,267 - - 82,267 - 82,267
General Expenses 40,096 (8,015) 32,081 - - 32,081 - 32,081
Depreciation 60,999 - 60,999 - - 60,999 - 60,999
Amortization of CIAC (30,849) - (30,849) - - (30,849) - (30,849)
Taxes Other Than Income 8,670 - 8,670 120 (120) 8,670 - 8,670

Total Operating Expense

Before Income Taxes 162,886 (8,013) 154,873 1,669 (121) 156,421 (344) 156,077
State Income Tax (4,863) 782 (4,081) 11,264 - 7,183 (2,508) 4,675
Federal Income Tax (15,652) 2,534 (13,118) 36,484 1 23,367 (8,122) 15,245
Deferred Taxes and ITCs Net - - - - - - - -
Total Operating Expenses 142,371 (4,697) 137,674 49,417 (120) 186,971 (10,974) 175,997
NET OPERATING INCOME $ (9,592) $ 4,887 $ (4,705) $ 70,823 $ 1 $ 66,117 $ (15,766) $ 50,351
Rate Base (Appendix D, page 3) $ 630,968
Overall Rate of Return (per Order) 7.98%
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Ferson Creek Utilities Company-Sewer Operations
Adjustments to Operating Income
For the Test Year Ending September 30, 2010
Interest Total
Synchronization HomeServeUSA Rate Case Operating
(Appendix D, Misc. Revenues Expense Statement
Description page 6) (Staff Ex. 12.0) (Appendix D) (Source) (Source) (Source) (Source) Adjustments
(a) (b) (© (d) (e) ® ()} (h) @

Sewer Service Revenues - $ - $ - $ - $ - $ -
Miscellaneous Revenues - 190 - - 190
Total Operating Revenues - 190 - - 190
Uncollectible Accounts - 2 - - 2
Maintenance Expenses - - - - -
General Expenses - - (8,015) - (8,015)
Depreciation - - - - _
Amortization of CIAC - - - - -
Taxes Other Than Income - - - - -
Total Operating Expense

Before Income Taxes - 2 (8,015) - (8,013)
State Income Tax 3 18 761 - 782
Federal Income Tax 10 58 2,466 - 2,534
Deferred Taxes and ITCs Net - - - - -
Total Operating Expenses 13 78 (4,788) - (4,697)
NET OPERATING INCOME (13) $ 112 $ 4,788 $ - $ - $ 4,887
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Ferson Creek Utilities Company-Sewer Operations

Rate Base
For the Test Year Ending September 30, 2010

Company
Pro Forma Adjustments Approved
Line Rate Base (Appendix D, Rate Base
No. Description (Co. Sch. 3.1 FC-S) page 4) (Col. b+c)
@ (b) (© (d)
1 Gross Plant in Service $ 1,930,781 $ - $ 1,930,781
2 Less: Accumulated Depreciation (685,118) - (685,118)
3 - - -
4 Net Plant 1,245,663 - 1,245,663
5 Additions to Rate Base
6 Cash Working Capital 15,320 (1,002) 14,319
7 Deferred Charges - - -
8 - - -
g -
10 - - -
11 - - -
12 - - -
13 - - -
14 - - -
15 - - -
16  Deductions From Rate Base
17 Contributions in Aid of Construction (549,453) - (549,453)
18 Accumulated Deferred Income Taxes (80,226) - (80,226)
19  Adjustment to Rate Base Allocations 748 - 748
20  Customer Deposits (83) - (83)
21 - - -
22 - - -
23 Rate Base $ 631,969 $ (1,002) $ 630,968
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Ferson Creek Utilities Company-Sewer Operations
Adjustments to Rate Base
For the Test Year Ending September 30, 2010
Working
Capital Total
Line (Appendix D, Rate Base
No. Description page 8) (Source) (Source) (Source) (Source) (Source) (Source) Adjustments
(a) (b) (©) (d) (e) ® (©) () (0]
1 Gross Plantin Service $ - $ - $ - $ - $ - $ - $ - $ -
2 Less: Accumulated Depreciation - - - - - - - -
4 Net Plant - - - - - - - -
5  Additions to Rate Base -
6 Cash Working Capital (1,002) - - - - - - (1,002)
7 Deferred Charges - - - - - - - -
8 R - R R R R R R R
10 - - - - - - - - -
11 - - - - - - - - -
12 - - - - - - - - -
13 - - - - - - - - -
14 - - - - - - - - -
15 -

16 Deductions From Rate Base - - - - - - R R
17 Contributions in Aid of Construction - - - - - - R R
18 Accumulated Deferred Income Taxes - - - - - - R R
19  Adjustment to Rate Base Allocations - - - - - - - -
20 R
21 - - - - - - - -
22 - - - - - - - - -

23 Rate Base $ (1,002) $ - $ - $ - $ - $ - $ - $ (1,002)
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Ferson Creek Utilities Company-Sewer Operations
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 $ 132,779 @ $ 132,779 @
2 Proposed Increase 120,240 @ (26,671) @ 93,569 ©
3 Proposed Revenues $ 253,019 $ (26,671) $ 226,348
4 % Increase 90.56% 70.47%
5 Effect of Each Adjustment:
6
7
8 Rate of Return (Applied to Company Rate Base) (18,317)
9 Rate Case Expense (8,121)
10 Gross Revenue Conversion Factor (121)
11 HomeServeUSA Misc. Revenues )
12 Working Capital (113)
13 Interest Synchronization 1)
14
15
16
17
18
18
19 Rounding 4
20  Total Revenue Effect of Adjustments $ (26,671)

21 Reconciliation to Appendix D, page 1

22 Column (c), line 3. 190
23 Column (f), line 3. (121)
24 Column (h), line 3. (26,740)
25 Total Effect of Adjustments $ (26,671)
Sources:

(1) Appendix D, p. 1, column (b), line 3
(2) Appendix D, p. 1, column (d), line 3
(3) Appendix D, p. 1, column (e), line 3
(4) Line 25

(5) Appendix D, p. 1, column (j), line 3
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Ferson Creek Utilities Company-Sewer Operations

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

Line
No. Description Amount
() (b)

1 Approved Rate Base $ 630,968 (1)
2 Weighted Cost of Debt 3.34% (2)
3 Synchronized Interest Per Order 21,045
4 Company Interest Expense 21,079 (3)
5 Increase (Decrease) in Interest Expense (34

6 Increase (Decrease) in State Income Tax Expense
7 at 9.500% $ 3

8 Increase (Decrease) in Federal Income Tax Expense
9 at 34.000% $ 10

(1) Source: Appendix D, page 3
(2) Source: ICC Staff Exhibit 3.0, Schedule 3.1
(3) Source: Company Schedule 3.1 FC-S, p. 6, line 3
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Ferson Creek Utilities Company-Sewer Operations

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) (©) (d)
Revenues 1.000000
Uncollectibles 1.2883% 0.012883
State Taxable Income 0.987117 1.000000
State Income Tax 9.5000% 0.093776 0.095000
Federal Taxable Income 0.893341 0.905000
Federal Income Tax 34.0000% 0.303736 0.307700
Operating Income 0.589605 0.597300

Gross Revenue Conversion Factor Per Order 1.696051 1.674201
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Ferson Creek Utilities Company-Sewer Operations

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

Line
No. Description Amount Source
(@) (b) ()
1 Maintenance Expenses $ 82,267 Appendix D, p. 1, column (d), line 5
2 General Expense 32,081 Appendix D, p. 1, column (d), line 6
3 Taxes Other Than Income 8,670 Appendix D, p. 1, column (d), line 9
4 Less Real Estate Taxes (8,542) Company workpaper (e), line 4
5 Operating Expenses Subject to
Working Capital Allowance 114,476 Sum of Lines 1, 2, 3, and 4
6 Divisor (1/8) 0.125
7 Working Capital Allowance Per Order 14,310 Line 5 x line 6
8 Working Capital Allowance Per Company 15,311 Company Schedule 3.1 FC-S, p. 7, line 7

9 Adjustment $ (1,002) Line 7 less line 8
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Ferson Creek Utilities Company-Sewer Operations
Rate Case Expense Adjustment
For the Test Year Ending September 30, 2010
Total Rate
Total Rate Case Expense Order
Line Case Expense per Company Adjustment
No. Description per Order (Actual + Estimate)
(a) (b) (©)

1 Rate Case Expense

2 Outside legal services $ 30,000 $ 30,000

3 Customer notices 411 411

4 Fed Ex, mailings, postage, and miscellaneous costs 2,500 2,500

5 Travel 200 200

6 Water Service Personnel - 75,007

7 External Consultants (SFIO Consulting) - 6,000

8 Total Rate Case Expense $ 33,111 $ 114,118

9 Amortization Period 5 5

10 Amortization Expense per Year (Line 8/Line 9) $ 6,622 $ 22,824 (16,201)

11 Allocation to Sewer (line 10 col (d) * 49.47%) (8,015)
Source:
Col. (b) Per Order
Col. (c) Company Rebuttal Schedule 3.1 FC-S
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