
APPENDIX E:

EPCOR SYSTEM INFORMATION

Contents:

 Edgewood and Thunder Mountain Water Quality Report

 EPCOR Annual Report





2017 

Water Quality 
REport

edgewood & Thunder Mountain

epcor.com

PWS ID NM3500326



Safety. Quality. 
Community.  
You’ll hear these 
words spoken often 
around EPCOR.

Water. It’s life.

At EPCOR, we’re committed to providing 
you safe, quality, reliable drinking water 
every day. It’s our mission, and it’s an 
honor. Water fuels our daily routine, 

quenches our thirst and breathes life 
into our meals.

But we can’t take it for granted. 
Our water system needs a 
steward, one who’s there 
behind the scenes 24 hours a 

day, 7 days a week to manage, 
maintain and invest in it. 

EPCOR takes this responsibility 
seriously. From daily water quality checks 
that ensure safety and quality to investing 
in your water system, we’re ensuring 
that water will be available for years to 
come, whether your water source is deep 
underground or from rivers and lakes. 

In addition to monitoring the water 
that comes out of your tap, we’re also 
maintaining and improving the miles 
of pipelines, water mains, wells and 
hydrants that make up your water 
system. We’re ensuring that water isn’t 
wasted, and that it’s a resource that will 
be there for the long term.

Because every drop matters. 

Sincerely,

Joe Gysel

President, EPCOR USA, Inc.
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What will I Find in this report?
This report complies with state and U.S. Environmental 
Protection Agency (EPA) drinking water regulations.

In it you’ll find information on:

y  Where your water comes from

y  Protecting your water

y  What’s in your water

Information in this report is compiled, in part, from 
analytical data generated by laboratories certified in 
drinking water analysis.

Read this report – and share it!
Reading this report and understanding your community’s 
water is the first step. But it’s also important to 
share this information with those who might 
not receive it directly. If you’re a landlord, 
business, school or hospital, please 
share this report with water users in 
your community.

You want 
to know 
what’s in 
the water 
you’re 
drinking
As your water 
service provider, 
we’re committed to 
ensuring the quality 
and safety of that 
water. That’s why 
you are receiving this 
annual water quality 
report from us. We 
hope it will help you 
understand your 
community’s water 
a little better and 
what we’re doing to 
protect it.

Questions?
EPCOR Customer Care:
1-800-383-0834 
mywater@epcor.com
Este informe contiene información 
muy importante sobre su agua 
potable. Tradúzcalo o hable con 
alguien que lo entienda bien.



Getting involved
Consulting with the community is important to us. 
If you have a question, concern or suggestion about 
your local water system, please contact our Customer 
Care team at 1-800-383-0834. 
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ABOUT Your Water
edgewood & Thunder Mountain
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NotiCe oF SourCe Water Assessment
The Susceptibility Analysis of the EPCOR Water – Edgewood 
and Thunder Mountain system reveal the water system is well 
maintained and operated, and sources of drinking water are generally 
protected from potential sources of contamination based on well 
construction, hydrogeological settings and system operations and 
management. The susceptibility ranking of the entire water system 
is high. Please call 1-800-383-0834 for more information on this 
assessment. Copies of the Source Water Assessment are available 
at the New Mexico Environment Department – Drinking Water 
Bureau (NMED-DWB): 1-877-654-8720. Please provide your name, 
address and telephone number. Note: The NMED-DWB may charge 
a nominal fee for paper copies.

About Your DistriCt
• EPCOR provides water service to 2,680 service connections in the 

Edgewood and Thunder Mountain service areas.
• The Edgewood and Thunder Mountain districts serviced by 

EPCOR encompass approximately 42.5 square miles within Santa 
Fe County and a small portion of Torrance County. 

Where your water Comes From
• The Edgewood and Thunder Mountain districts are served entirely 

by groundwater pumped from the Estancia Basin.

Additional Information About The Groundwater 
In Your Area
The Estancia Basin in the Edgewood area has been designated as a 
critical management area by the Office of the State Engineer (OSE) 
in New Mexico. The OSE regulates the use of this aquifer and limits 
the amount of rights available for water production.

How We Protect Groundwater Together
Both groundwater and the associated pumping and delivery facilities 
are part of a complex system that needs not just monitoring, but also 
maintenance. From pipelines to water mains, wells to hydrants, 
we’re ensuring that the groundwater supply is protected and 
accessible. 

How You Can Help
Properly dispose of hazardous household chemicals on hazardous 
material collection days and limit your pesticide and fertilizer use. 
For information on household hazardous material collection days in 
your area, contact the New Mexico Recycling Coalition (NMRC) 
at 575-224-2630 or Earth911.com. 
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What You Can 
expeCt To Find In 
Your Water 

SubstanCes That May Be 
Present In SourCe Water
Microbial Contaminants, such as viruses and bacteria, which may 
come from sewage treatment plants, septic systems, agricultural 
livestock operations or wildlife.

Inorganic Contaminants, such as salts and metals, which can be 
naturally occurring or may result from urban stormwater runoff, 
industrial or domestic wastewater discharges, oil and gas production, 
mining or farming.

Pesticides and Herbicides, may come from a variety of sources, such 
as agriculture, urban stormwater runoff and residential uses.

Organic Chemical Contaminants, including synthetic and volatile 
organic chemicals, which are by-products of industrial processes and 
petroleum production, and may also come from gas stations, urban 
stormwater runoff and septic systems.

Radioactive Contaminants, which can be naturally occurring or may 
be the result of oil and gas production and mining activities.

SourCes oF Drinking Water
The sources of drinking water—both tap water and bottled water—
include rivers, lakes, streams, ponds, reservoirs, springs and wells. 
As water travels over land surfaces or through the ground, it can 
acquire naturally occurring minerals. In some cases it can also 
acquire radioactive material and substances resulting from the 
presence of animals or from human activity.

Drinking water, including bottled water, may reasonably be expected 
to contain at least small amounts of some contaminants. The 
presence of these contaminants does not necessarily indicate that 
the water poses a health risk.

More information about contaminants and potential health effects 
can be obtained by calling the EPA’s Safe Drinking Water Hotline at 
1-800-426-4791.

ensuring Your Water Is SaFe
To ensure that tap water is safe to drink, the EPA 
prescribes regulations limiting the amount of certain 
contaminants in water provided by public water systems. 
To ensure bottled water is safe to drink, U.S. Food and 
Drug Administration regulations establish limits for 
contaminants in bottled water.
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DID YOU KNOW?
y  One-Part-Per-Million (mg/L or 

ppm) is equivalent to one inch in 
16 miles. 

y  One-Part-Per-Billion (ug/L or 
ppb) is equivalent to a single 
4-inch hamburger in a chain of 
hamburgers long enough to circle 
the earth at the equator 2.5 times. 

y  One-Part-Per-Trillion (ng/L or ppt) 
is equal to a single drop of water 
being diluted into 20 Olympic- 
size swimming pools.
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DID YOU KNOW?
Tap water costs a lot less than what you pay for 
other beverages. A gallon of water costs you 
about 1 penny. Compare that to the cost of a 
gallon of these beverages*:  

y  Milk = $3.29/gallon

y  Orange Juice = $2.55/gallon

y  Beer = $15.00/gallon

y  Bottled Water = $1.21/gallon

y  Wine = $25/gallon
*  Costs for milk, orange juice and bottled water obtained from Bureau 

of Labor Statistics and Beverage Marketing Association reports. Other 
costs determined by calculating average supermarket pricing for 
bottles of soda, wine and beer and converting to a gallon.
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What You Can 
expeCt To Find In 
Your Water 

Home water 
treatment units
Failure to perform maintenance on your 
home water treatment unit can result 
in poor water quality. If you installed a 
home water treatment system such as 
a water softener or reverse osmosis 
system, please remember to follow 
the manufacturer’s instructions on 
operation and maintenance. For more 
information, contact the manufacturer 
of your treatment system for 
maintenance instructions or assistance. 
Additional information about home 
water treatment systems is available 
from the Water Quality Association at 
630-505-0160 or by visiting wqa.org. 

SpeCial Health InFormation
Some people may be more vulnerable to contaminants in drinking 
water than the general population. Immuno-compromised persons 
such as persons with cancer undergoing chemotherapy, persons 
who have undergone organ transplants, people with HIV/AIDS or 
other immune system disorders, some elderly and infants may 
be particularly at risk from infections. These people should seek 
advice about drinking water from their healthcare providers. EPA/
CDC (Centers for Disease Control and Prevention) guidelines on 
appropriate means to lessen the risk of infection by cryptosporidium 
and other microbial contaminants are available from the EPA’s Safe 
Drinking Water Hotline at 1-800-426-4791.

Lead
EPCOR monitored the water for lead and copper in 2017 at 20 
residences throughout the community and met the federal lead 
and copper standards. The 20 houses sampled were representative 
of the types of houses throughout the system. If your house was 
sampled you would have received the analysis results. If you 
weren’t part of the representative sampling and are concerned about 
elevated lead levels in your home’s water, or when your water has 
been sitting for several hours, you can minimize the potential for lead 
exposure by flushing your tap for 30 seconds to 2 minutes before 
using the water. If you are concerned about lead in your water, 
you may wish to have your water tested. Information on lead in 
drinking water, testing methods, and steps you can take to minimize 
exposure is available from the EPA’s Safe Drinking Water Hotline or 
at www.epa.gov/safewater/lead.



FreQuently 
Asked Questions

Why is Chlorine added to 
my drinking water?
Chlorine is added to your water for your protection and is used as a 
disinfectant to ensure that harmful organisms, such as bacteria and 
viruses, are destroyed in the treatment process.

Are there other ways to 
remove the Chlorine taste 
or smell From my water?
To remove the taste of chlorine from your water, try 
these tips:

y   Place water in a glass container in the refrigerator 
overnight, uncovered. This will let the chlorine dissipate.

y   Bring your water to a rolling boil for five minutes 
and let it stand to cool.

y   Add a slice of lemon or a few drops of lemon juice 
to your glass of drinking water.

Will my home treatment 
deviCe remove Chlorine?
Some home treatment devices can remove chlorine. Once chlorine 
is removed, the water should be treated like any other beverage 
product and used as quickly as possible. We recommend that you 
follow the manufacturer’s instructions for maintaining the device to 
ensure water quality.

What is the white or Colored 
deposit on my dishes or FauCets?
In most cases, the deposits or sediments left behind after water 
evaporates are calcium carbonate. The amount of calcium in the 
water is referred to as hardness. Cleaning with white vinegar 
can help to dissolve and remove deposits. Using a commercial 
conditioner, liquid detergents or the “air-dry” option in dishwashers 
can help to decrease the calcium carbonate found on dishes.

Are the deposits or 
hard water harmFul?
Hardness and/or the deposits left by hard water don’t pose a health 
concern and may have health benefits. We don’t treat drinking water for 
water hardness that can result in hard water deposits.

What is the 
level oF 
hardness in 
my water?
The hardness in your 
water ranges from 
35 to 44 grains per 
gallon (gpg).

Why is my water Cloudy or 
milky in appearanCe when it 
Comes out oF the tap?
Water that appears cloudy or milky is typically caused by trapped 
air (very small air bubbles) in the water. If this occurs, simply let the 
water stand for a few minutes—the air will dissipate leaving a clear 
glass of water.  
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The quality of your water depends on the source water itself 
as well as factors such as the geology and biology of the area 
where the water came from. For some elements that are 
known to have an effect on the aesthetics of the water quality 
parameters, the EPA has established guidance levels known 
as secondary maximum contaminant level standards (SMCLs). 
When levels of these contaminants are found to be above the 
SMCLs, they may impact the aesthetic quality of the water 
(e.g., color, taste and odor). Although aesthetic water qualities 
may vary, your water meets all state and federal regulatory 
standards and is safe to use for all drinking water purposes. 
Secondary contaminants include, but are not limited to, 
manganese, iron and total dissolved solids (TDS).

Degree of water hardness range (gpg)

Soft Less than 1
Slightly Hard 1 to 3.4
Moderately Hard 3.5 to 6.9
Hard 7 to 10.4
Very Hard Greater than 10.5



ppm (Parts per Million): One part substance per million parts water 
(or milligrams per liter).

ppt (Parts per Trillion): One part substance per trillion parts water (or 
nanograms per liter).

SMCL (Secondary Maximum Contaminant Level): Non-
enforceable guidelines regulating contaminants that may cause 
cosmetic or aesthetic effects in drinking water.

Total Dissolved Solids: An overall indicator of the amount of 
minerals in water.

TT (Treatment Technique): A required process intended to reduce 
the level of a contaminant in drinking water.

TTHM (Total Trihalomethanes): Consist of Chloroform, Bromoform, 
Bromodichloromethane and Dibromochloromethane.

UCMR (Unregulated Contaminant Monitoring Rule): Unregulated 
substances are measured, but maximum contaminant levels have 
not been established by the government.

AL (Action Level): The concentration of a contaminant which, if 
exceeded, triggers treatment or other requirements that a water 
system must follow.

GPG (grains per gallon): Used to describe the dissolved hardness 
minerals contained in water and is a unit of weight that equals 
1/7,000 of a pound.

HAA5 (Haloacetic Acids): Consist of Monochloroacetic Acid, 
Dichloroacetic Acid, Trichloroacetic Acid, Bromoacetic Acid and 
Dibromoacetic Acid.

MCL (Maximum Contaminant Level): The highest level of a 
contaminant that is allowed in drinking water. MCLs are set as 
close to the MCLGs as feasible using the best available treatment 
technology.

MCLG (Maximum Contaminant Level Goal): The level of a 
contaminant in drinking water below which there is no known or 
expected risk to health. MCLGs allow for a margin of safety.

MNR: Monitored, not regulated.

MRDL (Maximum Residual Disinfectant Level): The highest level 
of a disinfectant allowed in drinking water. There is convincing 
evidence that addition of a disinfectant is necessary for control of 
microbial contaminants.

MRDLG (Maximum Residual Disinfectant Level Goal): The level 
of a drinking water disinfectant below which there is no known or 
expected risk to health. MRDLGs do not reflect the benefits of the 
use of disinfectants to control microbial contaminants.

NA: Not Applicable.

ND: None Detected.

NTU: Nephelometric turbidity units.

ppb (Parts per Billion): One part substance per billion parts water 
(or micrograms per liter).

pCi/L (Picocuries per Liter): Measurement of the natural rate 
of disintegration of radioactive contaminants in water (also beta 
particles).
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DeFinition 
oF Terms
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How to read your 
water Quality table
Below, you’ll see an analysis of your drinking water. 
Here’s an example of how to read these tables:

your water Quality table
The data shown in the tables below are results from commercial 
laboratories certified in drinking water analysis by the State of 
New Mexico. 

Start here and 
read across

2016 or 
year prior

The goal 
level 

for that 
substance

Highest 
level of 

substance 
allowed

Highest 
amount that 
was found

Highest and 
lowest amounts 

found
Where substance 
usually originates

Yes means the 
amount found 
is below gov’t 
requirements

The table shows what substances were detected in your drinking 
water during 2017 or the last required sampling period within the last 
five years.

Substance (units)
Year 

Sampled MCLG Range of 
Detections

Compliance 
Achieved

Typical SourcesMCL
Highest Amount 

Detected

What’s in 
your water

Regulated Substances Measured in the 
Water Leaving the Treatment Facility

 Barium (ppb) 2017 200 200 0.5 0.3 - 0.5 YES Erosion of natural deposits

 Chromium (ppb) 2014 100 100 2 ND - 2 YES Erosion of natural deposits

 Fluoride (ppm) 2017 4.0 4.0 0.27 0.17 - 0.27 YES Erosion of natural deposits

 Nitrate (ppm) 2017 10 10 5.51  1.9 - 5.5 YES Runoff from fertilizer use; leaking from septic tanks, sewage; 
        erosion of natural deposits

 Sodium (ppb) 2017 NA MNR 27 20 - 27 YES Erosion of natural deposits

 Alpha emitters (pCi/L) 2014 0 15 8.8 1.6 - 8.8 YES Erosion of natural deposits; Certain minerals contain/emit 
        this radiation form

 Combined Uranium (ppb) 2014 0 30 6 4 - 6 YES Erosion of natural deposits; Certain minerals contain/emit 
        this radiation form

 Combined Radium (226 and 228) (pCi/L) 2014 0 5 0.7 0.4 - 0.7 YES Erosion of natural deposits; Certain minerals contain/emit 
        this radiation form

Substance (units)
Year 

Sampled MCLG Range of 
Detections

Compliance 
Achieved

Typical SourcesMCL
Highest Amount 

Detected
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Range of 
Detections

Range of 
Detections

Compliance 
Achieved

Compliance 
Achieved

Typical Sources

Typical Sources

What’s in 
your water
Regulated Substances Measured from the Water 
in the Distribution System

 TTHMs (ppb) 2017 NA2 80 6.6 5.8 - 6.6 YES By-product of drinking water disinfection

 HAA5 (ppb) 2017 NA2 60 1.6 1.4 - 1.6 YES By-product of drinking water disinfection

 Chlorine Residual (ppm) 2017 4 4.0 0.6 0.6 - 0.6 YES Water additive used to control microbes

Substance (units)
Year 

Sampled
MCLG/ 
MRDLG

Range of 
Detections

Compliance 
Achieved

Typical Sources
MCL/ 
MRDL

Highest Running 
Annual Average

Tap Water Samples: Lead and Copper Results

 Copper (ppm) 2017 1.3 1.3 20 1.2 0 YES Corrosion of household plumbing systems; 
         erosion of natural deposits

 Lead (ppb) 2017 0 15 20 9.3 1 YES Corrosion of household plumbing systems;  
         erosion of natural deposits

Substance (units)
Year 

Sampled MCLG 90th 
Percentile

Number of Samples 
Above Action Level

Compliance 
Achieved

Typical Sources
Action 
Level

Number of 
Samples
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What’s in 
your water

1Nitrate: Nitrate in drinking water at levels above 10 ppm is a health 
risk for infants of less than six months of age. High nitrate levels in 
drinking water can cause blue baby syndrome. Nitrate levels may 
rise quickly for short periods of time because of rainfall or agricultural 
activity. If you are caring for an infant you should seek advice from 
your healthcare provider.

2TTHM/HAA5: Although there is no collective MCLG for this 
contaminant group, there are individual MCLGs for some of the 
individual contaminants:

• Trihalomethanes: bromodichloromethane (0.0 mg/L); bromoform 
(0.0 mg/L); dibromochloromethane (0.06 mg/L). Chloroform is 
regulated with this group but has no MCLG.

• Haloacetic acids: dichloroacetic acid (0.0 mg/L); trichloroacetic 
acid (0.3 mg/L). Monochloroacetic acid, bromoacetic acid and 
dibromoacetic acid are regulated with this group but have no 
MCLGs.

Unregulated Substances Measured in the 
Water Leaving the Treatment Facility 

 Hardness (grains/gallon) 2011 35 - 44 Natural calcium and magnesium content

Substance (units) Year Sampled Range of Detections Typical Sources

Additional monitoring
In addition to the parameters listed in this table, other 
parameters were monitored for, including regulated pesticides, 
herbicides, petroleum by-products and metals. None of those 
parameters were detected in the water. If you have any 
questions about this report or your drinking water, please call our 
Customer Care team at 1-800-383-0834.

EPCOR encourages feedback related to the quality of water 
that is provided to you. Please feel free to submit comments 
to us directly at mywater@epcor.com. You may also provide 
feedback to the New Mexico Public Regulations Commission.



Learn more about your 
water at epcor.com. 
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Report for the Year Ended December 31,2016

OFFICERS AND DIRECTORS

Report below the officers and directors of respondent at end of year. If there were any changes
during year, show title, name, and address of previous officer or director and date of change. List
officers first, then directors, listing twice officers who are also directors.

Line
No.

1
2
3
4
5

Name Official Title Principal Business Address

(a) (b) (c)

See 1A

1. State number of meetings of board of directors held during year
2. State number of directors required to constitute a quorum

3. State total amount of directors’ fees paid during year

1
3

$4,627

SECURITY HOLDERS AND VOTING POWERS

Report below the names and addresses of the 9 security holders of the respondent who, at the end
of the year, had the highest voting powers in the respondent, and state the number of votes which
each would have had a right to cast on that date, if a meeting were then in order. If any such holder
held in trust, give the known particulars of the trust.

Line Nature of Address of Security Holder Total
No. Security Holder Number

of
Votes

(a) (b)
1
2 SEE 1B
3
4
5
6
7
8
9

10
11

NMPSC Rule 720

NUMBER OF VOTES AT END OF YEAR

Common Preferred
Stock Stock

(d) (e)

Effective 06/30/88

Other
Security

with Voting
Power

(f)
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EPCOR WATER NEW MEXICO, Inc

Name
OFFICERS
Joseph Gysel

Daniel Bailet

Martin Stanek

Gregory Barber

Shawn Bradford

DIRECTORS

Joe Gysel

Gregory A. Barber

Daniel Ballet

OFFICIAL TITLE

President

Vice President, Operations

Corporate Counsel and Corporate
Secretary

Address

2355 West Pinnacle Peak Road, Suite 300, Phoenix AZ 85027

539 Oliver Ross NW, Albuquerque, NM 87121

2355 West Pinnacle Peak Road, Suite 300, Phoenix AZ 85027

Vice President - Finance and Controller 2355 West Pinnacle Peak Road, Suite 300, Phoenix AZ 85027

Vice President 2355 West Pinnacle Peak Road, Suite 300, Phoenix AZ 85027

2355 West Pinnacle Peak Road, Suite 300, Phoenix AZ 85027

2355 West Pinnacle Peak Road, Suite 300, Phoenix AZ 85027

539 Oliver Ross NW, Albuquerque, NM 87121

Note: Effective January 31, 2012, EPCOR Water (USA) acquired all of the stock of NMAW. Listed on Page 1B is a schedule of the current Securit~
Holders & Voting Powers
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Security Holders & Voting Powers

Name Address

EPCOR Water (USA) Inc.

Joe Gysel

Gregory A. Barber

Danie~ Bailer

2355 W. Pinnacle Peak Road, Suite 300, Phoenix AZ 85027

2355 W. Pinnacle Peak Road, Suite 300, Phoenix AZ 85027

2355 W. Pinnacle Peak Road, Suite 300, Phoenix AZ 85027

539 O~iver Ross NW, Albuquerque, NM 87121

Total #
of Votes

55,997

1

1

1

Common
Stock

55,997

1

1

1

TOTAL VOTES REPRESENTED ABOVE 56,000 56,000
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EPCOR WATER NEW MEXICO Inc.

Holding Company Information Required by Final Order in Case No. 11-00085-UT

Name

EPCOR Utilities Inc.

EPCOR Water (USA) Inc.

Address

2000-10423 101 Street NW Edmonton AB T5H 0E8 Canada

2355 W. Pinnacle Peak Road, Suite 300, Phoenix AZ 85027





Page 2

IMPORTANT CHANGES DURING THE YEAR

Hereunder give particulars concerning the
matters indicated below. Make the statements

explicit and precise and number them in
accordance with the inquiries. Each inquiry must
be answered. However, if the word "none" states
the fact it may be used in answering any inquiry,

or if information is given elsewhere in the
report which answers any inquiry, reference to

such other schedule will be sufficient.

1. Changes in, and additions to, franchise
rights, describing (a) the actual consideration

given therefore, and (b) from whom acquired. If
acquired without the payment of consideration,

state that fact.

2. Acquisition of other companies and
associations or organizations, reorganization,
merger, or consolidation with other companies,
associations, or organizations, giving names of

companies, associations, or organizations involved,
particulars concerning the transactions, and

reference to Commission authorization, if any.

3. Purchase or sale of operating units or
systems, specifying items, parties, dates, and also

reference to Commission authorization, if any.

4. Important extensions of system, giving
location, new territory covered by distribution
system, and dates of beginning operations.

5. Estimated increase or decrease in annual
revenues due to important rate changes, giving

basis of estimate and stating amounts of increase
or decrease and number of customers affected for

each revenue classification.

6. Obligation or liability incurred or assumed
by respondent as guarantor, endorser, surety, or
otherwise, for the performance by another of any

agreement or obligation, excluding ordinary
commercial paper maturing on demand or not

~ater than "~ year after date of issue, and
giving Commission authorization, if any.

7. Changes in articles of incorporation or
amendments to charter or amendments of

articles of organization in event the
respondent is not a corporation.

8. Additional matters of fact (not elsewhere
provided for) which the respondent
may desire to include in its report.

None

None

None

4 None
5 Purchased Water and Power Cost Adjustment mechanism authorized 5129112 for the Clovis District to reflect increases and decreases in the cost of
purchased water and power on a quarterly basis. During 2015, adjustors increased purchased water and power expenses by approximately $37,581 to all
classes of customers. The increase affected approximatety 15,932 customers (14.311.Residential; 1409-Commerelal; 134-Other Public Authority; 758 Public
Hydrants (1 customer); 77 Private Firs customers). Note: Total does not count the customer with Public Hydrant service (City of Clovis). Effective June 1,
2015, Rule 770 rate changes went into effect for the Edgewood and Thunder Mouc, tain districts, in the Edgewood district, the rate incrsase rotated $16,247 on
an annual basis (approximately $9,500 in 2015) and affected approximately 1,933 customer (1,845-Residential; 73-Commercial; 15-Private Fire). In the
Thunder Mountain district, the rate increase totaled $11,898 on an annual basis (approximately $6,900 in 2015) and affected approximately 747 customers
(737-Residential; 10-Commercial),

6 None

7 None

8 None

NMPSC Rule 720 Effective 06/30/88
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Line

No.

1

2

3

4
5
6

7
8

g
10
11
12

13

14
15

16
17
18

19
20

21

22
23

24
25
26

27

28

29
30
31
32

33

Page 3
COMPARATIVE BALANCE SHEET

ASSETS AND OTHER DEB~TS

Acct

No.

100-107
110-116

2015

117-118
119

121

121
123
121

125-128

131
132-134

135
136
141

142
143

144

145
146

150-163
165

170-174

181
182

183-186

Remarks:

TITLE OF ACCOUNT

(a)

UTILITY PLANT

Utility Plant ...............

Less: Accumulated Provision for Depreciation and
Amortization of Utility Plant

Utility P~ant Acquisition Adjustment
Other Utility Plant Adjustments .................................................................

Net Utility Plant

OTHER PROPERTY AND INVESTMENTS

Non-utility Property (Less: Account 122, Accumulated Provision

for Depreciation and Amortization)
121 $6,408           122 $ 0          (Net) $ 0

Investment in Associated Companies ..................................................

Other Investments ..........................................................................................
Special Funds .............................................................................................

Total Other Property and Investments ...........................................

CURRENT AND ACCRUED ASSETS

Cash and Working Funds
Special Deposits ......................................................................................
Working Funds .................................................................................................

Temporary Cash Investments ...................................................................
Notes Receivable ...........................................................................................

Customer Accounts Receivable ..............................................................
Other Accounts Receivable ........................................................................

Accumulated Provision for Uncollectible Accounts-Cr .................
Notes Receivable from Associated Companies .............................

Accounts Receivable from Associated Companies ......................
Materials and Supplies ................................................................................

Prepayments ....................................................................................................
Other Current and Accrued Assets ........................................................

Total Current and Accrued Assets ..................................................

DEFERRED DEBITS
Unamortized Debt Discount and Expenses ..........................................

Extraordinary Property Losses ..................................................................
Other Deferred Debits ...................................................................................

Total Deferred Debits ............................................................................

BALANCE

END

OF YEAR

84,373,465

30,779,392
466,467
861,933

54,922,473

6,408

6,408

30,918

0
0

594,118

136,705

(28,640)

0

275,227
12,022

350,044

1,370,394

0

1,100,278
1,1o0,278

2016

BALANCE

END
OF YEAR

87,149,822

32,686,897

449,137
861,933

55,773,995

6,408

6,408

88,991

648,884

(45,9751

265,551
198,62g

32,878
385,522

1,574,48G

Total Assets and Other Debits ........................................................... 57,399,552

993,792
993,792

58,348,674
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2010

Line

No

1
2
3
4
5
6
7
8
9

10
11

12
13
14
15
16

17
18
19

20
21
22
23
24
25

26
27
28
29
3O

31
32
33
34
35
36

37
38
39

ACct.

No.

218
[201-203]
204-206
207-211

212
213
214
215
216
217

221-222
223
224

231
232

233-234
235
236
237

238-242

251

252
253,283

261
262
263
266

271

Page 4
COMPARATIVE BALANCE SHEET

LIABILITIES AND OTHER CREDITS

TITLE OF ACCOUNT

PROPRIETARY CAPITAL
Common Capital Stock or Non-Corporate Proprietorship ...........................
!Preferred Capital Stock ..........................................................................

i Other Paid-In Capital ................................................................................
Installments Received on Capital Stock ..........................................
IDiscount on Capital Stock ....................................................................
Capital Stock Expense ............................................................................
’Appropriated Earned Surplus ...............................................................

I Unappropriated Earned Surplus ............................................................
~Reacquired Capital Stock .......................................................................

Total Proprietary Capital ..........................................................................

LONG-TERM DEBT

Bonds ..............................................................................................................
Advances from Associated Companies ..........................................
Other Long-Term Debt .........................................................................

Total Long-Term Debt ............................................................................

CURRENT AND ACCRUED LIABILITIES

Notes Payable .................................................................................................
Accounts Payable ...........................................................................................
Payables to Associated Companies ...............................................................

I Customer Deposits ..........................................................................................

Taxes Accrued .................................................................................................
Interest Accrued ..............................................................................................
Other Current and Accrued Liabilities .............................................................

Total Deferred Credits ..............................................................................

DEFERRED CREDITS
Unamortized Premium on Debt .............................................................

Customer Advances for Contribution ...............................................................
Other Deferred Credits .....................................................................................

Total Deferred Credits ...............................................................................

OPERATING RESERVES
Property Insurance Reserve ...................................................................
Injuries and Damages Reserve ..............................................................
Pensions and Benefits Reserve ...........................................................
Miscellaneous Operating Reserve .......................................................

Total Operating Reserves ..........................................................................

CONTRIBUTION IN AID OF CONSTRUCTION
Contributions in Aid of Construction .................................................................

Total Liabilities and Other Credits ..............................................................

Remarks:

NMPSC Rule 720

2015
BALANCE

END

OF YEAR

56,000

13,266,040
0
0
0

4,457,793
0
0

17,779,833

2016
BALANCE

END

OF YEAR

56,000

13,266,040
0
0
0

6,024,637
0
0

19,346,677

19,000,000 19,000,000
2,085,871 2,085,871

0 0
21,085,871 21,085,871

0 0
254,585 650,447

2,603,488 0
0 0

1,882,535 3,327,964
42,036 42,906

319,639 325,200
5,102,283 4,346,517

0 0
2,825,325 2,901,568
2,856,354 3,173,304
5,681,679 6,074,872

0 0
0 0

2,062,217 1,878,641
0 0

2,062,217 1,878,641

5,687,669 5,616,096
57,399,552 58,348,674
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Parle 7

2O 16

CLASS OF ACCOUNTS

Utility Customers ....................
Other ..............................

Total ..................

ACCUMULATED PROVISION FOR UNCOLLECTIBLE ACCOUNTS (Account 143)

PROVISION NET CHARGES DURING YEAR
BALANCE

BEGINNING
OF YEAR

(28~640)
o

{28,640)

FOR UNCOL-
LECTiBLES
FOR YEAR

(135,638)
0

(135,638)

ACCOUNTS
WRITTEN

OFF

169~213
0

169,213

COLLECTIONS
OF ACCOUNTS
WRITTEN OFF

(50,910)
0

(50,910

ADJUSTMENTS BALANCE
END

OFYEAR

(45,975)
0

(45,975;

CLASSIFICATION

Common

CAPITAL STOCK (Accounts 201 - 214)

NUMBER OF SHARES

AUTHORIZED ISSUED
500~000 56~000

PAR
VALUE OF
SHARES

$1.00

TOTAL PAR
VALUE

AUTHORIZED
500,000

TOTAL
AMOUNT

OUTSTANDING
56~000

DIVIDENDS
DECLARED

DURING YEAR
537~031

NATURE OF
OBLIGATION

Note Payable

LONG - TERM DEBT (Accounts 221 - 224)

TOTAL
AMOUNT

AUTHORIZED

5~000~000
14~000~000

19,000~000

DATE
ISSUED

2/1/2012
2/1/2012

AMOUNT
ISSUED

5~000,000
14,000~000

19,000~000

AMOUNT
OUTSTANDING

5,000,000
14,000~000

19,000,000

DATE OF
MATURITY

J12/15/2021
12/15/2041

RESERVE FOR DEPRECIATION (Accounts 110- 116)

INTEREST
RATE

3.74%
5.00%

INTEREST
FOR CURRENT

YEAR

187,000
700,000

887~000

Balance at the beginning of the Year (Credit) ............................................................................
ADD:              Amount charged for Depreciation Expense ...........................................................

DEDUCT:

Accumulated Reserve for Depreciation - properties acquired - Thunder Mountain Water System
Salvage .................................................................................

Total Credits ............................................................................................
Book cost of p~ant retired .........................................................................

Cost of removal ..................................................................................
Other debits .....................................................................................

Total Debits .............................................................................................
Balance at the end of the Year (Credit) Schedule B, Page 8 ................................................................

Show detail of the "other" debits and credits to the depreciation reserve durinq the year.
Software amortization charged to Depreciation Expense and accumulated reserve reclassed to Accumulated Amortization - Software

Amount

30,779,392
2~224,893

0
719

2~225,612
60,318

183,171
54,617

318,107
32,686~897

54,617
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No

1

2

3

4

5

6

7

8

9

10

11

12

MATERIALS AND SUPPLIES (Accounts 150 - 163)

1. Report below the amount of materials and supplies at end of year under
titles which are Indicative of the character of the material Included, Appliances

for resale shall be reported as a separate class of material

2. Show in Column (c) the departments which usa each class of material
and In Column (d) designate the department to which predominant use of the class

of material is attributable,

A Summary, of Materials and Supplies at End of Year

Chemicals

Materials and Supplies

Class of Material

(Total of Col. (b) to page 3, line 24)

Amount

End of Year

2,461

196,168

198~629

Oepts which

Use Material

Water Treatment
Distribution and
Maintenance

PREPAYMENTS (Account 165)

0.00

Attributable

Water Treatment
Distribution and
Maintenance

NO.

1

2

3

4

5

6

7

8

1, Give below the particulars called for concerning each prepayment.
2. Minor items may be grouped by classes~ showing number of such items,

Insurance

Easements

Leases

Nature of Prepayment

(Total of Col. (c) to page 3, line 25)

Balance

Beginning

of Year

0

5,020

7,002

12~022

0,00

Balance

End

of Year

0

5,006

27,870

32~878

NMPSC Rule 720 Effective 06/30/88



Page 10

NOTES PAYABLE (Account 231)

1. Give below the particulars indicated concerning notes payable at end of year.

2. Give particulars of collateral pledged, if any.

3. Any demand notes should be described as such in Column (d).

4. Minor amounts may be grouped by classes, showing the number of such amounts.

None

Payee

/Total of Col. If) to parle 4, line 18/

Purpose for

Which issued

(b)

Date of Date of Int. Balance End

Note Maturity Rate of Year

TAXES ACCRUED (Account 236)

Kind of Taxes

Real & Pers. Prop.

Gross Income

Water Conservation Fee

Payroll Taxes

Franchise Tax

Current Deferred FIT

FIT - DTL

SIT

!Sales/Use tax

TOTAL

(Total Col. (e) to page 4, line 22)

Balance

Beg. of

Year

95,145

60,818

3,569

0

38,262

0

1,684,741

0

1,882,535

Taxes Chg’d

During Year

(b)
196,445

913,209

62,816

0

186,796

0

1,447,502

0

(o)
2,806,768

Taxes paid

During Year

204,525

910,383

62,229

184,079

0

o

0

1,361,216

Adjustments

(d)

Balance

End of Year

87,065

/123 63,521

4,156

0

40,979

0

3,132,243

0

o (o)
1123, 3,327,964

NOTE: List Prepaid Taxes on Page 9, under "prepayments."
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Acct
NO

400

401-402
403

404-407
4081

4101, 4091

412-413

415-416

417

418
419
421

425
426,4092

427
428
429

430
431
432

216

433
434

435
436
437
438

Parle 11
INCOME AND EARNED SURPLUS STATEMENT

ACCOUNT

UTILITY OPERATING INCOME
Operating Revenues .................................................................................................................................

Operating Expenses:
Operations and Maintenance Expenses ................................................................................................
Depreciation Expense ...........................................................................................................................
Amortization Expense ..................................................................................................................
Taxes Other Than Income Taxes .................................................................................................
Income Taxes-Federal & State ..............................................................................................................

Total Operating Expenses ....................................................................................................
Net Operating Revenues .............................................................................................................

Income from Utility Plant Leased to Others ...............................................................................
Utility Operating Income ..................................................................................................................

OTHER INCOME
~ncome from Merchandising, Jobbing and Contract Work:

415 Revenues $489,261; 416 Costs & Expenses -$269,659 (Net)

Income from Non*utility Operations:
Revenues $ Expenses $ (Net)

Non-operating Rental Income ................................................................................................
Interest and Dividend Income ....................................................................................................................
Miscellaneous Non-operation Income ........................................................................................................

Total Other Income .........................................................................................................................
Total Income ...........................................................................................................................

MISCELLANEOUS INCOME DEDUCTIONS
Miscellaneous Amortization .............................................................................................................
Other Income Deductions ...............................................................................................................

Total Income Deductions .....................................................................................................
Income Before Interest Charges ................................................................................

INTEREST CHARGES
Interest on Long-Term Debt .................................................................................................
Amortization of Debt Discount and Expenses ....................................................................................
Amortization of Premuim on Debt - Cr ....................................................................................
Interest on Debt to Associated Companies .............................................................................
Other Interest Expenses .................................................................................................................
Interest Charged to Construct-Cr ....................................................................................................

Total interest Charges ..............................................................................................
Net Income .....................................................................................................

EARNED SURPLUS

Unappropdated Earned Surplus (at beginning of year) ......................................................................

CREDITS DURING YEAR
Balances Transfen’ed from Income .................................................................................................
Miscellaneous Credits to Surplus* Adjustment for Pension L~ability (Other Comprehensive Income)

Total Credits ...........................................................................................................

DEBITS DURING THE YEAR
Miscellaneous Debits to Surplus*. ....................................................................................................
Appropriations of Surplus ...............................................................................................................
Dividends Declared-Preferred Stock ................................................................................................
Dividends Declared-Common Stock .................................................................................................

Total Debits .......................................................................................................................
Unappropriated Earned Surplus (at end of year) ..............................................................................

AMOUNTFOR
CURRENT YEAR

2016

13,159,573

6,815,712
2~224,893

466,834
1 t234,338

10t7411777
2,417,796

2t417t796

219,602

26,832

2461434
216641230

0

216641230

887~000
0
0

14~009

0

901~009
11763t221

4,457,793

1,763~221
340,654

2~103~875

537,031
537~031

6t024t637
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Pave 12 Consolidated

Line Acct
NO No

1

2

3

4

5

7

8

9

10

460

OPERATING REVENUES (Account 400)

ACCOUNT

SALES OF WATER

Unrnetered Sales to General Customers ..................................................

*Residential ..............................................................................................

*Commercial ...........................................................................................

*Industrial .................................................................................................

Total Unmetered Sales to General Customers ................................

Metered Sales to General Customers .......................................................

*Residential ......................................................................................................

*Commercial ....................................................................................................

*Industrial (Miscellaneous) ...........................................................................

11 Total Metered Sales to General Customers ............................................

12 462 Private Fire Protection Service ...........................................................................

13 463 Public Fire Protection Service ............................................................................

14 464 Other Sales to Public Authorities ........................................................................

15 465 Sales to Irrigation Customers .....................................................................

16 466 Sales for Resale ..............................................................................................

17 467 Interdepartmental Sales

18 Total Sales of Water .................................................................................

19

AMOUNT
FOR

CURRENT YR

9~296~690

2,357,176

11~653~866

86~376

558r256

290,889

AVERAGE NO
OF CUST

DURING YR

16~907

1~512

1

18~420

78

0

134

0

0

0

M GALS OF

SOLD

1~330~456

370,939

ol
1 ~701,39~

0

135,439

0

0

12,589,387 18,633 1t836,835

0 0

452~614 0 0

0 0

0 0

117,572 0 0

570t186 0 0

13,1591573 18,633 11836~835

OTHER OPERATING REVENUES

20 470 Forfeited Discounts .....................................................................................

21 471 Miscellaneous Service Revenues ......................................................................

22 472 Rents from Water Property ........................................................................

23 473 Interdepartmental Rents .............................................................................

24 474 Other Water Revenues ......................................................................................

25 Total Other Operating Revenues .............................................................

26 Total Operating Revenues (Account 400) ...............................................

(to page 11, line 8)

*Report if kept separate on books.
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Pa£1e 12 - CLOVIS

L~ne ACCt

NO NO

1

2

3

4

5

7

8

9

10

11

460

OPERATING REVENUES (Account 4100)

ACCOUNT

SALES OF WATER

Unmetered Sales to General Customers ......................................

*Residential ..........................................................................................

*Commercial ..................................................................................

*Industrial ............................................................................

Total Unmetered Sales to General Customers ......................

Metered Sales to General Customers ............................................

*Residential .....................................................................................................

*Commercial ....................................................................................................

*Industrial (Miscellaneous) ............................................................................

Total Metered Sales to General Customers ............................................

12 462 Private Fire Protection Service ...........................................................................

13 463 Public Fire Protection Service .............................................................................

14 464 Other Sales to Public Authorities ........................................................................

15 465 Sales to Irrigation Customers .......................................................

16 466 Sales for Resale ......................................................................................

17 467 Interdepartmental Sales ......................................................................

18 Total Sales of Water ................................................................................

470

471

472

473

474

19

20

21

22

23

24

25

26

OTHER OPERATING REVENUES

Forfeited Discounts ...........................................................................

Miscellaneous Service Revenues ......................................................................

Rents from Water Property ............................................................

Interdepadmental Rents ......................................................................

Other Water Revenues .......................................................................................

Total Other Operating Revenues .............................................................

Total Operating Revenues (Account 400) ...............................................

(to page 11, line 2)

AMOUNT

7,740,564

2~ 114~990

0

9,855,554

71,062

558,256

o

1014841872

427,361

AVERAGENO

14,298

1,416

1

15,715

76

134

15,927

T GALS OF

OF CUST
DURING YR

FOR
CURRENT YR

WATER
SOLD

~d}

1,172~054

342~701

1,514,754

135,439

1,650,194

104,072

531,433

11,016t305 15r927 lt650~t94

*Report if kept separate on books,
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Line
No

1

2

3

4

5

7

8

10

460

Page 12- EDGEWOOD

OPERATING REVENUES (Account 400)

ACCOUNT

SALES OF WATER

Unmetered Sales to General Customers ............................................

*Residential ....................................................................................

*Commercial ....................................................................................

*Industrial .........................................................................................

Total Unmetered Sales to General Customers ...........................

Metered Sales to General Customers .................................................

*Residential ......................................................................................................

*Commercial ....................................................................................................

*Industrial (Miscellaneous) ..............................................

Total Metered Sales to General Customers ............................................

12 462 Private Fire Protection Service ...........................................................................

13 463 Public Fire Protection Service ............................................................................

14 464 Other Sales to Public Authorities ........................................................................

15 465 Sales to Irrigation Customers ...............................................................

16 466 Sales for Resale .................................................................................................

17 467 Interdepartmental Sales .....................................................................

18 Total Sales of Water .................................................................................

19

20 470

21 471

22 472

23 473

24 474

25

26

OTHER OPERATING REVENUES

Forfeited Discounts .............................................................................

Miscellaneous Service Revenues ......................................................................

Rents from Water Property ...................................................................

Interdepartmental Rents ...................................................................

Other Water Revenues .........................................................................

Total Other Operating Revenues .............................................................

Total Operating Revenues (Account 400) ...............................................

(to page 11, line 2)

AMOUNT

1~086~466

172,486

1,258,952

15,314

0

0

290~889

1,565,155

8,588

AVERAGE NO

1~866

791

11945

T GALS OF

OF CUST
DURING YR

FOR
CURRENTYR

WATER
SOLD

110,205

19A49

129~655

129t655

13,500

22f088

1,587t243 lr945, 129t655

*Report if kept separate on books,
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Line

No

ACCt.

NO.

460

Parle 12 - THUNDER MOUNTAIN

OPERATING REVENUES (Account 400)

ACCOUNT

SALES OF WATER

Unmetered Sales to General Customers ............................................

*Residential ....................................................................................

*Commercial ....................................................................................

*Industrial .........................................................................................

Total Unmetered Sales to General Customers ...........................

Metered Sales to General Customers .................................................

*Residential .....................................................................................................

*Commercial ....................................................................................................

*Industrial (Miscellaneous) ..............................................

Total Metered Sales to General Customers .............................................

462 Private Fire Protection Service ...........................................................................

463 Public Fire Protection Service ............................................................................

464 Other Sales to Public Authorities ........................................................................

465 Sales to Irrigation Customers ...............................................................

466 Sales for Resale .................................................................................................

467 Interdepartmental Sales .....................................................................

Total Sales of Water .................................................................................

OTHER OPERATING REVENUES

470 Forfeited Discounts .............................................................................

471 Miscellaneous Service Revenues ......................................................................

472 Rents from Water Property ...................................................................

473 Interdepartmental Rents ...................................................................

474 Other Water Revenues .........................................................................

Total Other Operating Revenues .............................................................

Total Operating Revenues (Account 400) ................................................

(to page 11, line 2)

469,660

69~700

5391360

0

0

0

539t360

16,665

743

17

760

760

48,197

8,790

561986

56t986

AVERAGE NO

OF CUST
DURING YR

AMOUNT

FOR
CURRENT YR

T GALS OF

WATER
SOLO

o

16t665

556to25 760 56198~

*Report if kept separate on books.
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PAGE 13
OPERATION AND MAINTENANCE

EXPENSE ACCOUNTS - CLASS A o B COMPANIES

Line ACCOUNT

NO (a)

1

2 OPERATION
3
4
5
6
7
8

SOURCE OF SUPPLY EXPENSES

600 Operation Supervision and Engineering ......................................................................................................
Operation Labor and Expenses ...................................................................................................................

602 Purchased Water .........................................................................................................................................
603 Miscellaneous Expenses .............................................................................................................................
604 Rents ............................................................................................................................................................

Total Operations ...................................................................................................................................................

9 MAINTENANCE
10 611 Maintenance Supervision and Engineering .................................................................................................
11 Maintenance of Structures and Improvements ............................................................................................
12 612 Maintenance of Collecting and Impounding Reservoirs ...............................................................................
13 613 Maintenance of Lake, River and Other Intakes ............................................................................................
14 614 Maintenance of Wells and Springs ..............................................................................................................
15 Maintenance of Infiltration Galleries and Tunnels ........................................................................................
16 616 Maintenance of Supply Mains ......................................................................................................................
17 617 Maintenance of Miscellaneous Water Source Plant ....................................................................................
18 Total Maintenance ...................................................................................................................................
19 Total Source of Supply Expenses ............................................................................................................

20 PUMPING EXPENSES

21 OPERATION
22 620 Operation Supervision and Engineering ......................................................................................................
23 Fuel for Power Production ............................................................................................................................
24 Power Production Labor and Expenses .......................................................................................................
25 623 Fuel or Power Purchased for Pumping ........................................................................................................
26 624 Pumping Labor and Expenses .....................................................................................................................
27 Expenses Transferred-Cr .............................................................................................................................
28 626 Miscellaneous Expenses .............................................................................................................................
29 Rents ............................................................................................................................................................
30 Total Operation ........................................................................................................................................

31 MAINTENANCE
32 Maintenance Supervision and Engineering .................................................................................................
33 631 Maintenance of Structures and Improvements ..........................................................................................
34 Maintenance of Power Production Equipment .............................................................................................
35 633 Maintenance of Pumping Equipment ...........................................................................................................
36 Total Maintenance ...................................................................................................................................
37 Total Pumping Expenses ......................................................................................................................................

38 WATER TREATMENT EXPENSES

39 OPERATION
40 640 Operation Supervision and Engineering ......................................................................................................
41 641 Chemicals ....................................................................................................................................................
42 642 Operation Labor and Expenses ...................................................................................................................
43 643 Miscellaneous Expenses ..............................................................................................................................
44 Rents ............................................................................................................................................................
45 Total Operations ......................................................................................................................................

46 MAINTENANCE
47 Maintenance Supervision and Engineering ..................................................................................................
48 Maintenance of Structures and Improvements ............................................................................................
49 652 Maintenance of Water Treatment Equipment ..............................................................................................
50 Total Maintenance ...................................................................................................................................
51 Total Water Treatment Expenses ............................................................................................................

AMOUNTFOR
CURRENTYEAR

$¢
$124,91C
$521,222
$95,814

$c
7411946

$29,71C

$¢
$C
$¢
$~
$~

$161718
461428

788t374

$C

$c
$823,81~
$43,33~

$c
$C
$c

867,152

$~
$c
$c

$4,17~
4,17~

871t329

$c
$34,875

$c
$c
$c

34r875

$c
$c
$c

34,87~
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PAGE 13- CORPORATE
OPERATION AND MAINTENANCE

EXPENSE ACCOUNTS o CLASS A - B COMPANIES

Line

No

ACCOUNT

1

2 OPERATION
3
4
5
6
7

SOURCE OF SUPPLY EXPENSES

600 Operation Supervision and Engineering ......................................................................................................
601 Operation Labor and Expenses ...................................................................................................................
602 Purchased Water .........................................................................................................................................
603 Miscellaneous Expenses .............................................................................................................................
604 Rents ............................................................................................................................................................

Total Operations ...................................................................................................................................................

9 MAINTENANCE

10
11
12
13
14
15
16
17
18
19

611 Maintenance Supervision and Engineering .................................................................................................
Maintenance of Structures and Improvements ............................................................................................

612 Maintenance of Collecting and Impounding Reservoirs ...............................................................................
613 Maintenance of Lake, River and Other Intakes ............................................................................................
614 Maintenance of Wells and Springs ..............................................................................................................

Maintenance of Infiltration Galleries and Tunnels ........................................................................................
616 Maintenance of Supply Mains ......................................................................................................................
617 Maintenance of Miscellaneous Water Source Plant ....................................................................................

Total Maintenance ...................................................................................................................................
Total Source of Supply Expenses ............................................................................................................

20

21 OPERATION
22
23
24
25
26
27
28
29
30

PUMPING EXPENSES

620 Operation Supervision and Engineering ......................................................................................................
Fuel for Power Production ............................................................................................................................
Power Production Labor and Expenses .......................................................................................................

623 Fuel or Power Purchased for Pumping ........................................................................................................
624 Pumping Labor and Expenses .....................................................................................................................

Expenses Transferred-Cr .............................................................................................................................
626 Miscellaneous Expenses .............................................................................................................................

Rents ............................................................................................................................................................
Total Operation ........................................................................................................................................

31 MAINTENANCE
32 Maintenance Supervision and Engineering .................................................................................................
33 631 Maintenance of Structures and Improvements ............................................................................................
34 Maintenance of Power Production Equipment .............................................................................................
35 633 Maintenance of Pumping Equipment ...........................................................................................................
36 Total Maintenance ....................................................................................................................................
37 Total Pumping Expenses ......................................................................................................................................

38 WATER TREATMENT EXPENSES

39 OPERATION
40 640 Operation Supervision and Engineering ......................................................................................................
41 641 Chemicals ....................................................................................................................................................
42 642 Operation Labor and Expenses ...................................................................................................................
43 643 Miscellaneous Expenses ..............................................................................................................................
44 Rents ............................................................................................................................................................
45 Total Operations ......................................................................................................................................

46 MAINTENANCE
47 Maintenance Supervision and Engineering .................................................................................................
48 Maintenance of Structures and Improvements ............................................................................................
49 652 Maintenance of Water Treatment Equipment ..............................................................................................
50 Total Maintenance
51 Total Water Treatment Expenses ............................................................................................................

AMOUNT FOR

CURRENT YEAR

$c
$c
$¢
$c

$c

688

$c

$c
$c

¢

$c

$c

$c

$c

NMPSC Rule 720 Effective 06/30/88



Line

No

PAGE 13- CLOVIS
OPERATION AND MAINTENANCE

EXPENSE ACCOUNTS - CLASS A - B COMPANIES

ACCOUNT

2i OPERATION

3
4~

5
6
7
8

SOURCE OF SUPPLY EXPENSES

600 Operation Supervision and Engineering ......................................................................................................
601 Operation Labor and Expenses ...................................................................................................................
602 Purchased Water .........................................................................................................................................
603 Miscellaneous Expenses .............................................................................................................................
604 Rents ............................................................................................................................................................

Total Operations ...................................................................................................................................................

9 MAINTENANCE

10
11

12
13
14

15
16
17
18
19

611 Maintenance Supervision and Engineering ..................................................................................................
Maintenance of Structures and Improvements ............................................................................................

612 Maintenance of Collecting and Impounding Reservoirs ...............................................................................
613 Maintenance of Lake, River and Other intakes ............................................................................................
614 Maintenance of Wells and Springs ..............................................................................................................

Maintenance of Infiltration Galleries and Tunnels ........................................................................................
616 Maintenance of Supply Mains ......................................................................................................................
617 Maintenance of Miscellaneous Water Source Plant ....................................................................................

Total Maintenance ...................................................................................................................................
Total Source of Supply Expenses ...........................................................................................................

20

21 OPERATION
22
23
24
25
26
27
28
29
30

PUMPING EXPENSES

620 Operation Supervision and Engineering ......................................................................................................
Fue1 for Power Production ............................................................................................................................
Power Production Labor and Expenses .......................................................................................................

623 Fuel or Power Purchased for Pumping ........................................................................................................
624 Pumping Labor and Expenses .....................................................................................................................

Expenses Transferred-Cr .............................................................................................................................
626 Miscellaneous Expenses .............................................................................................................................

Rents ............................................................................................................................................................
Total Operation ........................................................................................................................................

31 MAINTENANCE
32 Maintenance Supervision and Engineering .................................................................................................
33 631 Maintenance of Structures and Improvements ............................................................................................
34 Maintenance of Power Production Equipment .............................................................................................
35 633 Maintenance of Pumping Equipment ...........................................................................................................
36 Total Maintenance ...................................................................................................................................
37 Total Pumping Expenses ......................................................................................................................................

38 WATER TREATMENT EXPENSES
39 OPERATION
40 640 Operation Supervision and Engineering ......................................................................................................
41 641 Chemicals ....................................................................................................................................................
42 642 Operation Labor and Expenses ...................................................................................................................
43 643 Miscellaneous Expenses ..............................................................................................................................
44 Rents ............................................................................................................................................................
45 Total Operations .......................................................................................................................................

46 MAINTENANCE
47 Maintenance Supervision and Engineering .................................................................................................
48 Maintenance of Structures and Improvements ............................................................................................
49 652 Maintenance of Water Treatment Equipment ..............................................................................................
50 Total Maintenance ...................................................................................................................................
51 Total Water Treatment Expenses ............................................................................................................

AMOUNTFOR

CURRENTYEAR

$o
$117,253
$229,o36

$70,780
$o

417t069

$29,710

$o
$0
$o

$o
$16,718

46,428
463,497

$0

$697,274
$42,o55

$o

739,329

$o

$4,172
4,172

743,501

$¢
$27,494

$c
$0

271494

$o
0

27t494
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PAGE 13 - EDGEWOOD
OPERATION AND MAINTENANCE

EXPENSE ACCOUNTS - CLASS A - B COMPANIES

Line

NOl

ACCOUNT

1

2 OPERATION
3
4
5
6
7
8

SOURCE OF SUPPLY EXPENSES

600 Operation Supervision and Engineering ......................................................................................................
601 Operation Labor and Expenses ...................................................................................................................
602 Purchased Water .........................................................................................................................................
603 Miscellaneous Expenses .............................................................................................................................
604 Rents ............................................................................................................................................................

Total Operations ...................................................................................................................................................

9 MAINTENANCE

10
11
12
13
14
15
16
17
18
19

611 Maintenance Supervision and Engineering .................................................................................................
Maintenance of Structures and Improvements ............................................................................................

612 Maintenance of Collecting and Impounding Reservoirs ...............................................................................
613 Maintenance of Lake, River and Other Intakes ............................................................................................
614 Maintenance of Wells and Springs ..............................................................................................................

Maintenance of Infiltration Galleries and Tunnels ........................................................................................
616 Maintenance of Supply Mains ......................................................................................................................
617 Maintenance of Miscellaneous Water Source Plant ....................................................................................

Total Maintenance ...................................................................................................................................
Total Source of Supply Expenses ............................................................................................................

20

21 OPERATION
22
23
24
25
26
27
28
29
3O

PUMPING EXPENSES

620 Operation Supervision and Engineering ......................................................................................................
Fuel for Power Production ............................................................................................................................
Power Production Labor and Expenses .......................................................................................................

623 Fuel or Power Purchased for Pumping ........................................................................................................
624 Pumping Labor and Expenses .....................................................................................................................

Expenses Transferred-Cr ............................................................................................................................
626 Miscellaneous Expenses .............................................................................................................................

Rents ............................................................................................................................................................
Total Operation ........................................................................................................................................

31 MAINTENANCE
32 Maintenance Supervision and Engineering .................................................................................................
33 631 Maintenance of Structures and Improvements ............................................................................................
34 Maintenance of Power Production Equipment .............................................................................................
35 633 Maintenance of Pumping Equipment ...........................................................................................................
36 Total Maintenance ....................................................................................................................................
37 Total Pumping Expenses .....................................................................................................................................

38 WATER TREATMENT EXPENSES

39 OPERATION
40 640 Operation Supervision and Engineering ......................................................................................................
41 641 Chemicals ....................................................................................................................................................
42 642 Operation Labor and Expenses ...................................................................................................................
43 643 Miscellaneous Expenses ..............................................................................................................................
44 Rents ............................................................................................................................................................
45 Total Operations ......................................................................................................................................

46 MAINTENANCE
47 Maintenance Supervision and Engineering .................................................................................................
48 Maintenance of Structures and Improvements ............................................................................................
49 652 Maintenance of Water Treatment Equipment ..............................................................................................
50 Total Maintenance ...................................................................................................................................
51 Total Water Treatment Expenses ............................................................................................................

AMOUNTFOR
CURRENTYEAR

0
6~649
1~271

18,363
o

261283

0

0
26,283

o

112,914
1,284

0

114,198

0

0
114~198

6~534

6,534

0

6,534

NMPSC Rule 720 Effective 06/30/88



Line

NO.

PAGE 13 -THUNDER MOUNTAIN
OPERATION AND MAINTENANCE

EXPENSE ACCOUNTS - CLASS A - B COMPANIES

1

2 OPERATION
3
4
5
6
7
8

ACCOUNT

SOURCE OF SUPPLY EXPENSES

600 Operation Supervision and Engineering ....................................................................................................
601 Operation Labor and Expenses .................................................................................................................
602 Purchased Water ......................................................................................................................................
603 Miscellaneous Expenses ...........................................................................................................................
604 Rents .........................................................................................................................................................

Total Operations ..................................................................................................................................................

9 MAINTENANCE
10
11
12
13
14
15
16
17
18
19

611 Maintenance Supervision and Engineering ................................................................................................
Maintenance of Structures and Improvements ...........................................................................................

612 Maintenance of Collecting and Impounding Reservoirs ..............................................................................
613 Maintenance of Lake, River and Other Intakes ..........................................................................................
614 Maintenance of Wells and Springs ............................................................................................................

Maintenance of Infiltration Galleries and Tunnels ......................................................................................
616 Maintenance of Supply Mains ....................................................................................................................
617 Maintenance of Miscellaneous Water Source Plant ...................................................................................

Total Maintenance .................................................................................................................................
Total Source of Supply Expenses ..........................................................................................................

20

21 OPERATION
22
23
24
25
26
27
28
29
30

PUMPING EXPENSES

620 Operation Supervision and Engineering ....................................................................................................
Fuel for Power Production .........................................................................................................................
Power Production Labor and Expenses .....................................................................................................

623 Fuel or Power Purchased for Pumping ......................................................................................................
624 Pumping Labor and Expenses ...................................................................................................................

Expenses Transferred-Cr ..........................................................................................................................
626 Miscellaneous Expenses ...........................................................................................................................

Rents .........................................................................................................................................................
Total Operation ....................................................................................................................................

31 MAINTENANCE
32 630 Maintenance Supervision and Engineering ................................................................................................
33 631 Maintenance of Structures and Improvements ...........................................................................................
34 Maintenance of Power Production Equipment ...........................................................................................
35 633 Maintenance of Pumping Equipment .........................................................................................................
36 Total Maintenance .................................................................................................................................
37 Total Pumping Expenses ....................................................................................................................................

38 WATER TREATMENT EXPENSES

39 OPERATION
40 640 Operation Supervision and Engineering ....................................................................................................
41 641 Chemicals .................................................................................................................................................
42 642 Operation Labor and Expenses .................................................................................................................
43 643 Miscellaneous Expenses ...........................................................................................................................
44 Rents .........................................................................................................................................................
45 Total Operations ....................................................................................................................................

46 MAINTENANCE
47 Maintenance Supervision and Engineering ................................................................................................
48 Maintenance of Structures and Improvements ...........................................................................................
49 652 Maintenance of Water Treatment Equipment ............................................................................................
50 Total Maintenance .................................................................................................................................
51 Total Water Treatment Expenses ..........................................................................................................

AMOUNTFOR

CURRENT YEAR

$0
$1,oo8

$290,915
$5,983

$o
2971906

$o

$o
$o
$o
$o
$o
$o

o
297t9o6

$o

$13,630
$0
$0
$0
$0

13t630

$0

$o
0

13163o

$o
$847

$o
$0
$o

847

$o
0

847

NMPSC Rule 720 Effective 06/30/88



Parle 14
OPERATION AND MAINTENANCE

EXPENSE ACCOUNTS - CLASS A - B COMPANIES

OPERATION
660

4 661
5 662
6 663
7 664
8;665
9i666

10

ACCOUNT

TRANSMISSION AND DISTRIBUTION EXPENSES

Line

No

Operation Supervision and Engineering ...................................................................................................
Storage Facilities Expenses ......................................................................................................................
Transmission and Distribution Lines Expenses ..........................................................................................
Meter Expenses ........................................................................................................................................
Customer Installations Expenses ...............................................................................................................
Miscellaneous Expenses .......................................................................................................................
Rents

Total Operation .....................................................................................................................................
11 MAINTENANCE
12 670 Maintenance Supervision and Engineering ................................................................................................
13,671 Maintenance of Structure and Improvements ............................................................................................

14~ 672 Maintenance of Distribution Reservoirs and Standpipes ............................................................................

151673 Maintenance of Transmission and Distribution Mains ................................................................................

16 674 Maintenance of Fire Mains ........................................................................................................................
17 675 Maintenance of Services ...........................................................................................................................
18 676 Maintenance of Meters ..............................................................................................................................
19 677 Maintenance of Hydrants ...........................................................................................................................
20 678 Maintenance of Miscellaneous Plant ..........................................................................................................
21 Total Maintenance ....................................................................................................................................
22 Total Transmission and Distribution Expenses ......................................................................................

CUSTOMER ACCOUNTS EXPENSES23
24 OPERATION
25,901
261902
27 903
28 904
29 905,907
3O

32 OPERATION
33 910
34
35

38iOPERATION
39 920
40 921
41 922
42 923
43 924
44 925
45 926
46 927
47 928
48 929
49 930
50 931
51

Supervision ...............................................................................................................................................
Meter Reading Expenses ..........................................................................................................................
Customer Records and Collection Expenses .............................................................................................

Uncollectible Accounts ..........................................................................................................................
Miscellaneous Customer Accounts Expenses ............................................................................................

Total Customer Accounts Expenses ......................................................................................................

SALES EXPENSES

Sales Expenses .........................................................................................................................................

Total Sales Expenses ............................................................................................................................

ADMINISTRATIVE AND GENERAL EXPENSES

Administrative and General Salaries ..........................................................................................................
Office Supplies and Other Expenses ......................................................................................................
Administrative Expenses Transferred-Cr ...................................................................................................
Outside Services Employed .......................................................................................................................
Property Insurance ....................................................................................................................................
Injuries and Damages ................................................................................................................................
Employee Pensions and Benefits ..............................................................................................................
Franchise Requirements ...........................................................................................................................
Regulatory Commission Expenses ............................................................................................................
Duplicate Charges-Cr ................................................................................................................................
Miscellaneous General Expenses ..............................................................................................................
Rents .........................................................................................................................................................

Total Operation .....................................................................................................................................
52 MAINTENANCE
53 932 Maintenance of General Plant ..............................................................................................................
54 Total Administrative and General Expenses ..........................................................................................
55 Total Operation and Maintenance Expenses .........................................................................................

AMOUNTFOR
CURRENTYEAR

$0
$o
$o
$o
$0
$o
$0
0

$0
$o
$0
$o
$0
$o
$o
$0

$65,1oo
65~100
651100

$0

$597,444
$135,634

$0
733~078

$1,663,715
$505,790

$0
$680,332
$124,998

$0
$1,002,912

$o
$0
$0

$340,891
$0

4t318t638

$41318
4t322~956
61815t712
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Page 14 - CORPORATE
OPERATION AND MAINTENANCE

EXPENSE ACCOUNTS - CLASS A - B COMPANIES

1
2 OPERATION
3
4
5
6
7
8
9

10

ACCOUNT

TRANSMISSION AND DISTRIBUTION EXPENSES

660 Operation Supervision and Engineering ...................................................................................................

661 Storage Facilities Expenses ..........................................................................................................................
662 Transmission and Distribution Lines Expenses .............................................................................................
663 Meter Expenses ............................................................................................................................................
664 Customer Installations Expenses ..................................................................................................................

665 Miscellaneous Expenses .......................................................................................................................
666 Rents ............................................................................................................................................................

Total Operation .........................................................................................................................................

11 MAINTENANCE
12 670 Maintenance Supervision and Engineering ...................................................................................................

13 671 Maintenance of Structure and Improvements ................................................................................................
14 672 Maintenance of Distribution Reservoirs and Standpipes ................................................................................
15 673 Maintenance of Transmission and Distribution Mains ...................................................................................
16 674 Maintenance of Fire Mains ............................................................................................................................
17 675 Maintenance of Services ...............................................................................................................................
18 676 Maintenance of Meters .................................................................................................................................
19 677 Maintenance of Hydrants ..............................................................................................................................
20 678 Maintenance of Miscellaneous Plant .............................................................................................................
21 Total Maintenance .....................................................................................................................................
22 Total Transmission and Distribution Expenses ..........................................................................................

23 CUSTOMER ACCOUNTS EXPENSES

24 OPERATION
25 901 Supervision ................................................................................................................................................
26 902 Meter Reading Expenses ..............................................................................................................................
27 903 Customer Records and Collection Expenses .................................................................................................
28 904 Uncollectible Accounts ..................................................................................................................................
29 905, 907 Miscellaneous Customer Accounts Expenses ...............................................................................................
30 Total Customer Accounts Expenses .........................................................................................................

31 SALES EXPENSES
32 OPERATION
33 910 Sales Expenses ............................................................................................................................................
34
35
36

37
38 OPERATION
39 920
40 921
41 922
42 923
43 924
44 925
45 926
46 927
47 928
48 929
49 930
50 931

Total Sales Expenses ................................................................................................................................

ADMINISTRATIVE AND GENERAL EXPENSES

Administrative and General Salaries .............................................................................................................
Office Supplies and Other Expenses ......................................................................................................
Administrative Expenses Transferred-Cr .......................................................................................................
Outside Services Employed ........................................................................................................................
Property Insurance .....................................................................................................................................
Injuries and Damages ...................................................................................................................................
Employee Pensions and Benefits ..................................................................................................................
Franchise Requirements ...............................................................................................................................
Regulatory Commission Expenses ..............................................................................................................
Duplicate Charges-Cr ....................................................................................................................................
Miscellaneous General Expenses ................................................................................................................
Rents ............................................................................................................................................................

51 Total Operation .........................................................................................................................................

52 MAINTENANCE
53 932 Maintenance of General Plant ......................................................................................................................
54 Total Administrative and General Expenses ..............................................................................................
55 Total Operation and Maintenance Expenses .............................................................................................

AMOUNTFOR
CURRENTYEAR

c
c
c
¢

c

c

c
c
c
c

c

c
c

50,642
c
c

50164~

C

490~451
76,37,~

538~33,~

C
112,861

C
C

20,97C
C

11238t99(;

c
Ii238t99(:
lt2901321
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Page 14- CLOVIS
OPERATION AND MAINTENANCE

EXPENSE ACCOUNTS -CLASS A - B COMPANIES

Line ACCOUNT

No

1 TRANSMISSION AND DISTRIBUTION EXPENSES
2 :OPERATION
3 660 Operation Supervision and Engineering ...................................................................................................
4 661 Storage Facilities Expenses ...........................................................................................................................
5 662 Transmission and Distribution Lines Expenses .............................................................................................
6 663 Meter Expenses ..............................................................................................................................................
7 664 Customer Installations Expenses ...................................................................................................................
8 665 Miscellaneous Expenses .......................................................................................................................
9 666 Rents ............................................................................................................................................................

10 Total Operation ...........................................................................................................................................

11 MAINTENANCE
12
13
14

19
20~
21
22

670 Maintenance Supervision and Engineering ....................................................................................................
671 Maintenance of Structure and Improvements ................................................................................................
672 Maintenance of Distribution Reservoirs and Standpipes ...............................................................................

673 Maintenance of Transmission and Distribution Mains ....................................................................................
674 Maintenance of Fire Mains ..............................................................................................................................
675 Maintenance of Services ...............................................................................................................................
676 Maintenance of Meters ...................................................................................................................................
677 Maintenance of Hydrants ................................................................................................................................
678 Maintenance of Miscellaneous Plant .............................................................................................................

Total Maintenance ......................................................................................................................................
Total Transmission and Distribution Expenses ..........................................................................................

~ CUSTOMER ACCOUNTS EXPENSES
OPERATION

25 901 Supervision ................................................................................................................................................
26; 902 Meter Reading Expenses ...............................................................................................................................
27i 903 Customer Records and Collection Expenses ................................................................................................

281 994 Uncollectible Accounts ..................................................................................................................................
29 905, 907 Miscellaneous Customer Accounts Expenses ...............................................................................................
30 Total Customer Accounts Expenses .........................................................................................................

31 i SALES EXPENSES
321 OPERATION
33 910 Sales Expenses ..............................................................................................................................................

34¸

38 OPERATION
92O

40 921

42 923
924

44 925

46 927
928

48 929
49 930
50 931
51

Total Sales Expenses .................................................................................................................................

ADMINISTRATIVE AND GENERAL EXPENSES

Administrative and General Salaries ..............................................................................................................
Office Supplies and Other Expenses ......................................................................................................
Administrative Expenses Transferred-Cr .......................................................................................................
Outside Services Employed ........................................................................................................................
Property Insurance .....................................................................................................................................
Injuries and Damages ...................................................................................................................................
Employee Pensions and Benefits ...................................................................................................................
Franchise Requirements .................................................................................................................................
Regulatory Commission Expenses ..............................................................................................................
Duplicate Charges-Cr .....................................................................................................................................
Miscellaneous General Expenses ................................................................................................................
Rents ...............................................................................................................................................................

Total Operation ...........................................................................................................................................

52 MAINTENANCE
53 932 Maintenance of General Plant ......................................................................................................................
54 Total Administrative and General Expenses ..............................................................................................
55 Total Operation and Maintenance Expenses .............................................................................................

NMPSC Rule 720

AMOUNT FOR
CURRENT YEAR

o
o
c

o

c

¢
c

137,935
137,93E
137,93E

464,4Ol
116~12c

5801521

1,027,773
280,55~

119,887
89~41~

672~44~

237,844

2,427192~

4,31~
2,432,241
4,385118£

Effective 6/30/88



Page 14- EDGEWOOD
OPERATION AND MAINTENANCE

EXPENSE ACCOUNTS - CLASS A - B COMPANIES

Line
No

1
2 OPERATION
3
4
6
6
7
8
9

10

ACCOUNT

TRANSMISSION AND DISTRIBUTION EXPENSES

660 Operation Supervision and Engineering ...................................................................................................
661 Storage Facilities Expenses ...........................................................................................................................
662 Transmission and Distribution Lines Expenses .............................................................................................
663 Meter Expenses ..............................................................................................................................................
664 Customer Installations Expenses ...................................................................................................................
665 Miscellaneous Expenses .......................................................................................................................
666 Rents ............................................................................................................................................................

Total Operation ...........................................................................................................................................
11 MAINTENANCE
12 670 Maintenance Supervision and Engineering ....................................................................................................
13 671 Maintenance of Structure and Improvements ................................................................................................
14 672 Maintenance of Distribution Reservoirs and Standpipes ...............................................................................
15 673 Maintenance of Transmission and Distribution Mains ....................................................................................
16 674 Maintenance of Fire Mains ..............................................................................................................................
17 675 Maintenance of Services ...............................................................................................................................
18 676 Maintenance of Meters ...................................................................................................................................
19 677 Maintenance of Hydrants ................................................................................................................................
20 678 Maintenance of Miscellaneous Plant ..............................................................................................................
21 Total Maintenance ......................................................................................................................................
22 Total Transmission and Distribution Expenses ..........................................................................................

23 CUSTOMER ACCOUNTS EXPENSES
24 OPERATION
25 901 Supervision ................................................................................................................................................
26 902 Meter Reading Expenses ...............................................................................................................................
27 903 Customer Records and Collection Expenses ................................................................................................
28 904 Uncollectible Accounts ..................................................................................................................................
29 905,907 Miscellaneous Customer Accounts Expenses ...............................................................................................
30 Total Customer Accounts Expenses .........................................................................................................

31 SALES EXPENSES
32 OPERATION
33 910 Sales Expenses ..............................................................................................................................................
34
35
36

37
38 OPERATION
39 920
40 921
41 922
42 923
43 924
44 925
45 926
46 927
47 928
48 929
49 930
50 931
51

Total Sales Expenses .................................................................................................................................

ADMINISTRATIVE AND GENERAL EXPENSES

Administrative and General Salaries ..............................................................................................................
Office Supplies and Other Expenses ......................................................................................................
Administrative Expenses Transferred-Cr .......................................................................................................
Outside Services Employed ........................................................................................................................
Property Insurance ....................................................................................................................................
Injuries and Damages ...................................................................................................................................
Employee Pensions and Benefits ...................................................................................................................
Franchise Requirements .................................................................................................................................
Regulatory Commission Expenses ..............................................................................................................
Duplicate Charges-Cr ......................................................................................................................................
Miscellaneous General Expenses ................................................................................................................
Rents ...............................................................................................................................................................

Total Operation ...........................................................................................................................................
52 MAINTENANCE
53 932 Maintenance of General Plant ......................................................................................................................
54 Total Administrative and General Expenses ..............................................................................................
55 Total Operation and Maintenance Expenses .............................................................................................

AMOUNT FOR
CURRENT YEAR

o
o
o
o
o
o
o
o

o
o
o
o
o
o
o
o

-17,743
-17,743
-17,743

o
o

61~62o
14,o63

o
75t683

o

o

52,924
130~105

0
15~501
25,006

0
199,727

0
0
0

63,745
0

4871008

4
487,012
6911967
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Parle 14 -THUNDER MOUNTAIN
OPERATION AND MAINTENANCE

EXPENSE ACCOUNTS - CLASS A - B COMPANIES

Line
NO

1
2= OPERATION
3
4
5~
6
7
8
9

lO

ACCOUNT

TRANSMISSION AND DISTRIBUTION EXPENSES

660 Operation Supervision and Engineering ...................................................................................................
661 Storage Facilities Expenses ......................................................................................................................
662 Transmission and Distribution Lines Expenses ..........................................................................................
663 Meter Expenses ........................................................................................................................................

664 Customer Installations Expenses ...............................................................................................................
665 Miscellaneous Expenses .......................................................................................................................
666 Rents .........................................................................................................................................................

Total Operation .....................................................................................................................................

11 MAINTENANCE
12 670 Maintenance Supervision and Engineering ................................................................................................

13i 671 Maintenance of Structure and Improvements ............................................................................................
14 672 Maintenance of Distribution Reservoirs and Standpipes ............................................................................
15 673 Maintenance of Transmission and Distribution Mains ................................................................................
16 674 Maintenance of Fire Mains ........................................................................................................................
17 675 Maintenance of Services ...........................................................................................................................
18 676 Maintenance of Meters ..............................................................................................................................
19 677 Maintenance of Hydrants ...........................................................................................................................
20 678 Maintenance of Miscellaneous Plant ..........................................................................................................
21 Total Maintenance ...................................................................................................................................
22 Total Transmission and Distribution Expenses ......................................................................................

CUSTOMER ACCOUNTS EXPENSES23
24 OPERATION

26
27
28,

901 Supervision ...............................................................................................................................................
902 Meter Reading Expenses ..........................................................................................................................
903 Customer Records and Collection Expenses .............................................................................................
904 ,Incollectible Accounts ................................................................................................................................

Miscellaneous Customer Accounts Expenses ............................................................................................
Tota~ Customer Accounts Expenses ......................................................................................................

SALES EXPENSES
32 OPERATION
33 910 Sales Expenses .........................................................................................................................................
34

36 Total Sales Expenses ............................................................................................................................

ADMINISTRATIVE AND GENERAL EXPENSES371
38 OPERATION
39 920
40 921
411 922
42 923
43 924
44 925
45 926
46 927
47 928
48 929
49 930
50 931
51

Administrative and General Salaries ..........................................................................................................
Office Supplies and Other Expenses ......................................................................................................
Administrative Expenses Transferred-Cr ...................................................................................................
Outside Services Employed .......................................................................................................................
Property Insurance ....................................................................................................................................
Injuries and Damages ................................................................................................................................
Employee Pensions and Benefits ..............................................................................................................
Franchise Requirements ...........................................................................................................................
Regulatory Commission Expenses ............................................................................................................
Duplicate Charges-Cr ................................................................................................................................
Miscellaneous General Expenses ..............................................................................................................
Rents .........................................................................................................................................................

Total Operation .....................................................................................................................................

52 MAINTENANCE
53 932 Maintenance of General Plant ...................................................................................................................
54 Total Administrative and General Expenses ..........................................................................................
55 Total Operation and Maintenance Expenses .........................................................................................

AMOUNTFOR

CURRENT YEAR

0
0
0

C
c

(]

o
C
c
C
C
c
C

-551o92
-55~092
-551092

0

2o,78C
5,451

c
26t231

92,567
18,752

¢
6,61C

10,574

17,876

¢
18~332

164~711

164t713
448~23~
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Page 15 Clovis

Line
NO

1
2
3
4
5
6
7
8
9

10
11
12
13

PUMPING STATION EQUIPMENT
~ 12~31 1 Use separate column for each pump and associated power equipment. Use insert sheets if needed

2, If the utility operates more than one integrated meter system, use insert sheets to show information requested
below for each system

3 Omit data regarding pumps in meter softening plants, which are contained in Schedule 27
Items

(a) (b) {c)

PUMPING EQUIPMENT
Identification (or raft’s serial) number, description, etc ..............

of each pump ...............................................................

Identification number or description of well or other source.
of supply to which pump is connected .............................

Type (power, steam, centrifugal, air lift) ..............................
Purpose of pump (distribution, earation, transfer, filtra-. ......

tion or backwash, etc.)

Steam and power pumps
Manufacturer ..................................................................

14 Rated capacity-gallons per minute ...................................

15 Single, duplex, double-acting, compound, condensing or..

16 non-condensing, turbines, etc ........................................

17 Diameter of steam and water cylinders, length of stroke...

18 Centrifugal
19 Manufacturer ..................................................................
20 Type ................................................................................
21 Rated capacity-gallons per minute ....................................
22 Discharge head, in feet ....................................................
23 Revolutions per minute .....................................................

24 Number of stages .............................................................
25 Connection-belt, gear, or direct .......................................

26
27 Average number of hours operated per day ......................
28
29 POWER EQUIPMENT

Motive power for pump (steam, gas or oil engine, electric..,
motor, or water turbine) ...................................................

Type ...................................................................................

Manufacturer ......................................................................
Rated horsepower ...............................................................
Boiler data ..........................................................................

Identification number or description of each ....................
Manufacturer ...................................................................
Type (water tube, tubular vertical, tubular horizontal) ......
Dimensions (number tubes, diameter, length) ................
Rated horsepower .........................................................

Electric generators
Identification number or descriptions of each ..................
Manufacturer ....................................................................
Motive power (steam, gas or oil engine, hydraulic) ..........
Connection-belt, gear or direct ........................................
Rated capacity in kilovolt-amperes ..................................

Air compressors
Identification number or description .................................
Manufacturer ..................................................................
Bore and stroke ..............................................................
Size of air discharge head ..............................................
Submergence of air left head in feet when not pumping...

Estimated average draw down dudng operation ...............

~45
Pounds pressure required to blow well .............................
Pounds pressure required after air left begins operating.

30
31
32
33

34
35
36
37
38
39
4O
41
42
43
44
45
46
47
48
49
5O
51

5~

SEE SCHEDULE ON PAGE 15A

NMPSC Rule 720 EFFECTIVE 6/30/88
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Page 15 Ed9ewood

Line
No

1
2
3
4
5
6
7
8
9

10
11
12

PUMPING STATION EQUIPMENT
: 12-31 1. Use separate column for each pump and associated power equipment Use insert sheets if needed.

2 If the utility operates more than one integrated meter system, use insert sheets to show information requested
below for each system

3 Omit data regarding pumps in meter softening plants, which are contained in Schedule 27.
Items

(a) (b)
PUMPING EQUIPMENT

Identification (or mfr’s serial) number, description, etc ..............
of each pump .................................................................

Identification number or description of well or other source
of supply to which pump is connected ..............................

Type (power, steam, centrifugal, air lift) ...............................
Purpose of pump (distribution, earation, transfer, filtra-. ......
tion or backwash, etc.) ..........................................................

Steam and power pumps
13 Manufacturer .....................................................................
14 Rated capacity-gallons per minute ....................................
15 Single, duplex, double-acting, compound, condensing or..
16 non-condensing, turbines, etc ........................................

17 Diameter of steam and water cylinders, length of stroke...
18 Centrifugal

19 Manufacturer ....................................................................

20 Type .................................................................................
21 Rated capacity-gallons per minute ....................................
22 Discharge head, in feet ....................................................
23 Revolutions per minute ....................................................
24 Number of stages ............................................................
25 Connection-belt, gear, or direct ........................................
26
27 Average number of hours operated per day .......................
28
29 POWER EQUIPMENT

(d)

SEE SCHEDULE ON PAGE 15A

30 Motive power for pump (steam, gas or oil engine, electric..
31 motor, or water turbine) ..................................................
32 Type ...................................................................................

33 Manufacturer ......................................................................
34 Rated horsepower ...............................................................

35 Boiler data ............................................................................
36 Identification number or description of each .....................
37 Manufacturer .....................................................................
38 Type (water tube, tubular vertical, tubular horizontal) ........
39 Dimensions (number tubes, diameter, length) ..................
40 Rated horsepower ...........................................................
41 Electric generators
42 Identification number or descriptions of each ...................
43 Manufacturer .....................................................................
44 Motive power (steam, gas or oil engine, hydraulic) ...........
45 Connection-belt, gear or direct .........................................
46 Rated capacity in kilovolt-amperes ...................................
47 Air compressors
48 Identification number or description ...............................
49 Manufacturer ..................................................................
50 Bore and stroke ................................................................
51 ! Size of air discharge head ................................................
52 Submergence of air left head in feet when not pumping...
53 Estimated average draw down during operation ................
54 Pounds pressure required to blow well ..............................
55 Pounds pressure required after air left begins operating.

NMPSC Rule 720 EFFECTIVE 6/30/88
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Page 16 Clovis

RESERVOIRS, STANDPIPES AND PURIFICATION SYSTEMS
AS OF 12-31-2016

Use separate columns for each reservoir, standpipe, or purification system, as the case may be using insert sheets ~f

Line Items

RESERVOIRS
2 Identification number or description of each
3 Use (source of supply, or clear water) ...........
4 Kind (earthen or masonry) ..............................
5 Covered or open ..............................................
6 Elevation above pumping station ..................
7 Distance from pumping station ......................
8 Total capacity in gallons .................................
9

10
11
12 STANDPIPES OR ELEVATED TANKS
13 Identification number or description of each.
14 Material (steel, wood, concrete, etc.) .............
15 Height of water column ...................................

16 Diameter of tank ..............................................
17 Elevation of inlet above pumping station ......... ’
18 Distance from pumping station ........................
19 Capacity of each in gallons .............................
20
21 PURIFICATION SYSTEMS
22 Location or description of each ......................
23 Describe pretreatment, if any ........................
24
25 Sedimentation
26 Dimensions of each settling basin .............
27 Kind of coagulant ........................................
28 Pounds of coagulant used during year ....
29
30 Send filtration
31 Slow or rapid ................................................
32 Open or covered ........................................

33 Dimensions of surface of beds ..............
34 Capacity of beds, gallons per day
35
36 Pressure filters
37 Type of each ................................................
38 Capacity of each ....................................
39
40 Sterilization -- is meter sterilized?

41    Agent used (liquid chlorine, etc.)
42 Quantity used during year

Unit

#3
STEEL

110’
50’

NONE
6~000’
500M

N/A

N/A

N/A

Unit Unit Umt

SEE ATTACHED SCHEDULE PAGE 16A

#4

STEEL
175’

50’
NONE
8~000’
500M

SEE ATTACHED SCHEDULE PAGE 16A

43 Gallons of water used per year in washing filters (estimated if not metered)
44 How frequently is an analysis made of the water supplies EVERY YEAR
45 Give results of last analysis
46
47 WATER SOFTENING PLANT
48 Method NIA
49 Raw water reservoir capacity
50 Settling basins-size of each
51 Equipment description and make
52 Aeration pump-g.p.m, capacity and motor h.p.
53 Transfer pump-g.p.m capacity and motor h.p.
54 Backwash pump-g.p.m, capacity and motor h,p.
55 Agitator motor h.p.
56 Compressor motor h.p.

NMPSC Rule 720

YES
LIQUID & GAS CHLORINE Post-Chlorination? NO

20683 Ibs
N/A

LAST REPORT FROM STATE E.I.D. WAS SATISFACTORY

EFFECTIVE 6/30/88



mmmmmmmm

IIIIIIII

00000000

ZZZZZZZZ

00000000

-<

m

mmmmmmm    o    ~
mmmmmmm

o ooooo    ~
0
z

mmmmmmm

mmmmmmm

mmmmmm~
--

mmmmmm z
~~~ zo

0

mmmmmm ~
mmmmmmm m

O0     0 ~-o --



Pa£1e 16 EDGEWOOD

RESERVOIRS, STANDPIPES AND PURIFICATION SYSTEMS

RESERVOIRS
2 Identification number or description of each
3 Use (source of supply, or clear water) ........
4 Kind (earthen or masonry) .........................
5 Covered or open ...................................
6 Elevation above pumping station ................
7 Distance from pumping station ....................
8 Total capacity in gallons ..........................
9

10
11
12 STANDPIPES OR ELEVATED TANKS
13 Identification number or description of each..
14 Material (steel, wood, concrete, etc ) ..............
15 Height of water column ..................................
16 Diameter of tank ........................................
17 Elevation of inlet above pumping station ......
18 Distance from pumping station ........................
19 Capacity of each in gallons ........................
2O
21 PURIFICATION SYSTEMS
22 _ocation or description of each ........................
23 Describe pretreatment, if any .....................
24
25 Sedimentation
26 Dimensions of each settling basin ..............
27 Kind of coagulant .............................
28 Pounds of coagulant used during year ....
29
30 .~end filtration
31 Slow or rapid ................................................
32 Open or covered .....................................
33 Dimensions of surface of beds ........

34 Capacity of beds, gallons per day .....
35
36 Pressure filters
37 Type of each ....................................
38 Capacity of each ..............
39
40 Sterilization -- is meter sterilized?

41 Agent used (liquid chlorine~ etc.}
42 Quantity used during year

(d)                (e)

SEE ATTACHED SCHEDULE PAGE 16A

Edgewood
STEEL

20
48

100
264~000

Belle Vista
STEEL
20~20
48,68

N/A
264K, 500K

Juniper Hills
STEEL

17,7~ 18.8, 24
19.9, 35, 215

500’
39K, 130K,65K

N/A

Holly Hills
STEEL FIBERGLASS

15~ 17
16~ 20

N/A
225K~ 40K

SEE ATTACHED SCHEDULE PAGE 16A

N/A

NIA

YES
SODIUM HYPOCHLORITE Post-Chlorination

13270 Lb$
43 Gallons of water used per year in washing filters {estimated if not metered)    N/A
44 How frequently is an analysis made of the water supplies     EVERY YEAR
45 Give results of last analysis LAST REPORT FROM STATE E.I,D. WAS SATISFACTORY
46
47 WATER SOFTENING PLANT
48 Method N/A
49 Raw water reservoir capacity
50 Settling basins-size of each
51 Equipment description and make
52 Aeration pump-gp.m capacity and motor h.p.
53 Transfer pump-gp.m capacity and motor hp.
54 Backwash pump-gp.m capacity and motor h.p
55 Agitator motor hp.
56 Compressor motor h p

NMPSC Rule 720

Unit

Tierra Linda
STEEL
28,26
11,20

5OO
19.9K, 61K

NO

EFFECTIVE 6/30/88

Los Cerritos
STEEL

18
31 9

N/A
105K
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Page 17 - CLOVIS

FEET OF TRANSMISSION AND DISTRIBUTION MAINS

1. Explain any important items included in column (f).
2. New mains are those laid primarily for the purpose of serving new customers; replacement are mains laid to

serve customers already receiving water service, regardless of the size of mains replaced.
Kind of Pipe
case iron,
galv. iron,

Line (black steel
No. etc.)

Trans. Mains
2 COPPER
3 GALV
4 COPPER
5 GALV
6 GALV
7 GALV
8C.1.
9 BRASS

10 P.V.C.
11 GALV
12 C.I.
13 A.C.
14 C.I.
15 A.C
16 P.V.C.
17 C.I.
18 A.C.
19
20 C.L
21 A.C.
22
23 C.I.
24 A.C.
25 C.I.
26 A.C.
27
28 C.I.
30 AC.
29 A.C.
30 P,V.C.
31 D.I.
32 A.C.

33 P.V.C.
34 CONCRETE
35 CONC. STEEL
36 TOTAL

Line
No.
39 4 INCH
40 6 INCH
41 10 INCH
42 12 INCH
43 1/2 inch iron
44 3/4 INCH PLASTIC
45 3/4 INCH COPPER
46 3/4 INCH GALV
47 1 INCH PLASTIC
48 1 INCH COPPER
49 1 INCH GALV
50 1 1/2 INCH BRASS
51 1 1/2 INCH PLASTIC
52 1 1/2 INCH GALV
53 2 INCH COPPER
54 2 INCH GALV
55 2 INCH BRASS
56 2 INCH PLASTIC
57 TOTAL

Added During Year
Dia-

meter Retirements
in In Use New Replace- During

Inches First of Year Mains ments Total Year
(b) (c) (d) (e) (f) (g)

3/4 4,178
3/4 2,565

1 6,732
1 1/4 2,821
1 1/2 381

2 70,141
2 7,449
2 78
2 2,882

2 1/2 25,452
3 96

0

0

0

0

0
o
0
o
0
o
0
o
o
0
o

Adjustments
Dr. or (Cr.)

In Use
End of
Year

4,178
2,565
6,732
2,821

381
70,141
7,449

78
2,882

25,452
96

3 152,427
4 62,232
4 29,033
4 17,135 0
6 45,625
6 390,814
6 60,295 310
8 24,463
8 98,579
8 309~619 1,830
10 5,817
10 1,418
12 16,781
12 33,333
12 93,381 14,440.
14 1,560
14 13,577
16 9,346
16 61,706
24 8,615
24 18,033
4 520
24 23,366
36 31,362

1,631,812 16,580

Size and Kind of Pipe

o

30

680

12

14

736

SERVICES

o
o
o
o
0
o

340
o
0

2,51o
0
o
0
o

14,452
o
0
o

14
0
o
o
o
0

17,316 750

3o

14
680

Utility Owned Services in Use

First
of

Year
(b)

18
5
1
2
0

362
13,699

2,804
263

4,952
18
16
49
23
61
15

177
219

22,684

12

!4

Added Removed or
During Disconnected
Year During Year

(c) (d)

o
546 3

13
7o

161

28
735 86

End
of

Year

18
5
1
2
0

362
14,242
2,791

193
5,113

18
16
49
23
61
15

177
247

23,333

t52~427
62,232
29,033
17,135
45,625

390,784
60,635
24,463
98,565

311,449
5,817
1,418

16,781
33,333

107,821
1,560

13,577
9,346

61,706
8,615

18,033
520

23,366
31,362

1,648,378

Service in
Use End of
Year Not in-

cluded in
Utility Accts.

NMPSC Rule 720 EFFECTIVE 6/30/88



Page 17- Edgewood

Kind of Pipe
case iron,
galv. iron,

Line (black steel
No. etc.)

1 Trans. Mains
2 P.V.C.
3 P.V.C.
4 P.V.C.
5 P.V.C.
6 P.V.C.
7 P.V.C.
8 P.V.C
9 P.V.C.

10 A.C.
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
30
29
30
31
32
33
34
35

Line
No.
39
40
41
42
43
44
45
46
47
48
49
5O
51
52
53
54
55 TOTAL

FEET OF TRANSMISSION AND DISTRIBUTION MAINS
1. Explain any important items included in column (f).

2. New mains are those laid primarily for the purpose of serving new customers; replacement are mains laid to
serve customers already receiving water service, regardless of the size of mains replaced.

Added During Year

TOTAL

Dia-
meter Retirements

in In Use New Replace- During
Inches First of Year Mains ments Total Year

(b) (c) (d) (e) (f)

2 56,659 0
2 1/2 31,009 0

3 39,700 0
105,340 0

88,039 0
73,301 2,020 2,020

10 23,650 0
12 2,920
6 8,300 0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0;

oi
o
0
o
0
o
o

428,918 2,020 2,020

SERVICES
Utility Owned Services in Use

3/4" PVC
1" PVC

1 1/2" PVC
2" PVC
4" PVC

Adjustments
Dr. or(Cr.)

(h)

First Added
Size and Kind of Pipe of During

Year Year
(a) (b) (c)

1854
36
11
9
1

1,911

Removed or
Disconnected
During Year

(d)
2

End
of

Year

1856
36
11
9
1
o
0
o
0
0
0
0
0
o
0
0

1~913

In Use
End of
Year
(~)

56~659
31,009
39,700

105,340
88,039
75,321
23,650
2,920
8,300

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

430,938

Service in
Use End of

Year Not in-
cluded in

Utility Accts.

NMPSC Rule 720 EFFECTIVE 6/30/88



Page 17 - Thunder Mountain

Line
No.

1
2 P.V.C.
3 P.V.C.
4 P.V.C.
5 P.V.C.
6 P.V.C.
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
3O
29
30
31
32
33
34

Line
No.
39 3/4" PVC
40 1" PVC
41 1.5" PVC
42 2" PVC
43 3" PVC
44
45
46
47
48
49
50
51
52
53
54
55 TOTAL

Kind of Pipe
case iron, Dia-
galv. iron, meter Retirements
(black steel in In Use New Replace- During

etc.) Inches First of Year Mains ments Total Year
(a) (b) (c) (d) (e) (f) (g)

Trans. Mains

FEET OF TRANSMiSSiON AND D~STR~BUT~ON MAINS
1. Explain any important items included in column (f).

2. New mains are those laid primarily for the purpose of serving new customers; replacement are mains laid to
serve customers already receiving water service, regardless of the size of mains replaced.

Added During Year

TOTAL

2 2,360 0
4 1,985 0
6 127,943 860 860
8 29,073 0

10 12,779 0

174,140     860 860

SERVICES
Utility Owned Services in Use

Adjustments
Dr. or(Cr.)

(h)

Size and Kind of Pipe
First Added Removed or
of During Disconnected

Year Year During Year
(b) (c) (d)

775 8
9

787

End
of

Year
(e)

783
9
0
2
1
0
0
0
0
0
0
0
0
0
0
0

795

In Use
End of
Year

2,360
1,985

128,803
29,073
12,779

175,000

Service in
Use End of
Year Not in-

cluded in
Utility Accts.

NMPSC Rule 720 EFFECTIVE 6/30/88



Line
No

8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
3O
31
32
33

1 In residential use
2
3
4
5
6
7 Total in residentia~ use

In commercial use

Size

5/8"

5/8
1

1-1/2
2
3
4
6

10
Total in commercial use

In industrial use                    10"
12"

Total in industrial use 0

In public use 5/8" 13
1" 16

1 1/2" 6
2" 95
4" 7
6" 1

Total in public use 138
Total in use 16~150
In stock & inactive accounts
Total all meters 161150

Page 18 - CLOVIS
METERS

Number of Utilit

First Added

of During

Year Year

10,575 90

3,927= 5
63
20 1

14t585 96
829 1
308 1
77

177 2
21
7
8
1

lt428 5

Removed or

Disconnected
During Year

End

of
Year

10,665

3,932
63
21

141680
830

309
75
17£

211

71

11430

1
102

102

14
17
6~

93
7;

138
16~249

16t249

Number of

Meters Owned

by Customers

in Use

End of Year

HYDRANTS

Description
{Size of branch or valve opening type,

Line number and size of nozzles, etc.)
No.

42 Public Fire Protection
43 4" BRANCH 4" V.O.
44 6" BRANCH 4" V.O.
45 6" BRANCH 5 1/4" V.O.
46
47
48
49
50 Pdvate Fire Protection
51
52
53
54
55

56 JTotal h~/drants other than fire
57 Total all h},drants

NMPSG Rule 720

No. in Service
First of Year

(b)

17
24

754

795

Number of Utilit

Added
During Year

*Based on active customers as of 12/31/16
Owned Hydrants No. Customer-

Owned Hydrants
Removed No. in Service in Service

During Year End of Year End of Year
(d) (e)

17
24

37 720

37 761

EFFECTIVE 6/30/88



PAGE 19- Clovis

1 Important Physical Changes During Year.

2

3 NONE

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

NMPSC Rule 720 Effective 06/30/88



PAGE 19 EDGEWOOD

1

2

3

Important Physical Chan£1es Durin9 Year.

None5

6

7

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

3O

NMPSC Rule 720 Effective 06/30/88



PAGE 19 THUNDER MOUNTAIN

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26~

27

28

29

Important Physical Changes During Year.

None

3O

NMPSC Rule 720 Effective 06/30/88



Page 20

VERIFICATION

The foregoing report must be verified by the oath of the officer having control of the accounting of
the respondent. The oath required may be taken before any person authorized to administer an oath by

the laws of the State in which the same is taken.

OATH
(To be made by the officer having control of the accounting of the respondent)

State of Arizona

County of Maricopa

Greg Barber    makes oath and says that he is          Controller
(insert here the name of the affiant)                       (insert here the official title of the affiant)

of EPCOR Water New Mexico
(insert here the exact legal title or name of the respondent)

that it is his duty to have supervision over the books of account of the respondent and that to the best
of his knowledge and belief such books have, during the period covered by the foregoing report, been

kept in good faith in accordance with the accounting and other orders of the New Mexico Public Service
Commission, effective during said period, that he has examined the said report, and to the best of his

knowledge and belief the information contained in the said report is, insofar as it relates to matters
of account, in accordance with the said books of account; that he believes that all other statements

of fact contained in the said report are true, and that the said report is a correct statement of the
business and affairs of the above-named respondent in respect to each and every matter set forth

therein during the period from and including January 1,2016

to and including December 31, 2016

(signature of affiant)

Subscribed and sworn to before me,

county above named, this day of
in and for the State and

2017

My commission expires

1 ~r~l Notary Public- Arizona

t ~411~ Maricopa County

~ ~My Comm. Expires Jun 22, 2018

(Signature~f~ffi~’aut’ho#zed t~z/administer oaths)

NMPS Rule 720 Effective 06/30/88



FORM 1 Consolidated

New Mexico Jurisdictional Information

Year Ending December 31, 2016

Water Company Name: EPCOR Water New Mexico lnc.

Address: 712 Fairway Road NW, Alburquerque, NM 87107

Phone Number: (505) 379-8050

Person Completing Form: Daniel Bailet

Customer Class Residential Other Total

Number of Customers

Gallon Sales (Thousands)

16,907

1,330,456

1,725

506,379

18,633

1,836,835~

Gross Revenues 9,296,690 3,862,883 13,159,573

Avg. Annual Gallon Per Customer/1) 78,691 293,539 98,582 ’

Avg. Annual Bill per Customer (2) 549.86 2239,24 706.27

Avg. Monthly Bill per Customer (3) 45.82 186.60 58.86

Avg. Gross Revenue per Gal. sold (4) 0.00699 0.00763 0.00716

Directions for the completion of (1),(2),(3),(4):

(1) Divide gallon sales by number of customers.

(2) Divide gross revenues by number of customers.

(3) Divide (2) by 12 months.

(4) Divide gross revenues by gallon sales.

NMPSC Rule 710 1 Effective 01/01/89



New Mexico Jurisdictional Information

Year Ending December 31, 2016

Water Company Name: EPCOR Water New Mexico Inc.

Address: 712 Fairway Road NW, Alburquerque, NM 87107

Phone Number: (505) 379-8050

Person Completing Form: Daniel Bailet

FORM 1 - Clovis

Customer Class Residential Other

Number of Customers

Gallon Sales (Thousands)

Gross Revenues

Avg. Annual Gallon Per Customer (1)

Avg. Annual Bill per Customer (2)

Avg. Monthly Bill per Customer (3)

Avg. Gross Revenue per Gal. sold (4)

14,298

1,172,054

7,740,564

81,973

541.37

45.11

0.00660

1,629

478,140

3,275,741

293,442

2010.38

167.53

0.00685

Directions for the completion of (1),(2),(3),(4):

(1) Divide gallon sales by number of customers.

(2) Divide gross revenues by number of customers.

(3) Divide (2) by 12 months.

(4) Divide gross revenues by gallon sales.

Total

15,927

1,650,194

11,016,305

103,607

691.66

57.64

0.00668

NMPSC Rule 710 1 Effective 01/01/89



New Mexico Jurisdictional Information

Year Ending December 31, 2016

Water Company Name: EPCOR Water New Mexico Inc.

Address: 712 Fairway Road NW, Atburquerque, NM 87107

Phone Number: (505) 379-8050

Person Completing Form: Daniel Ballet

FORM 1 - Ed~ewood

Customer Class Residential Other

Number of Customers

Gallon Sales (Thousands/

Gross Revenues

Avg. Annual Gallon Per Customer

Avcj. Annual Bill per Customer

Avg. Monthly, Bill per Customer (3)

Avg. Gross Revenue per Gal. sold (4)

1,866

110,205

1,086,466

59,049

582.14

48.51

0.00986

79

19,449

500,777

246,454

6345.64

528.80i

0.02575

Directions for the completion of (1),(2),(3),(4):

(1) Divide gallon sales by number of customers.

(2) Divide gross revenues by number of customers.

(3) Divide (2) by 12 months.

(4) Divide gross revenues by gallon sales.

Total

1,945

129,655

1,587,24~

66,652

815.9~

68.0C

0.01224

NMPSC Rule 710 1 Effective 01/01/89



FORM 1 - Thunder Mountain

New Mexico Jurisdictional Information

Year Ending December 31, 2016

Water Company Name: EPCOR Water New Mexico Inc.

Address: 712 Fairway Road NW, Alburquerque, NM 87107

Phone Number: (505) 379-8050

Person Completing Form: Daniel Ballet

Customer Class Residential Other Total

Number of Customers

Gallon Sales (Thousands)

Gross Revenues

Avcj. Annual Gallon Per Customer (1)

Av~. Annual Bill per Customer (2)

Avg. Monthly/Bill per Customer (3)

Avg. Gross Revenue per Gal. sold (4)

743

48,197

469,660

64,860

632.04

52.67

0.00974

17

8,790

86,365

524,747

5156,12

429.68

0.00983

760

56,986

556,025

74,998

731.77

60.98

0.00976

Directions for the completion of (1),(2),(3),(4):

(1) Divide gallon sales by number of customers.

(2) Divide gross revenues by number of customers.

(3) Divide (2) by 12 months.

(4) Divide gross revenues by gallon sales.

NMPSC Rule 710 1 Effective 01/01/89
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EPCOR WATER NEW MEXICO 1NC.

CLASS I TRANSACTION REPORT
FISCAL YEAR 12-31-16

EPCOR Water New Mexico Inc. ("EWNM"), EPCOR Water Arizona Inc. and Chaparral City
Water Company are all subsidiaries of EPCOR Water (USA) Inc. ("EWUS")

1. Management and Service Fees

EWUS provides certain management services to EWNM (administration, accounting, data
processing, engineering, etc.) and other operating water companies in the EWUS system on an
at-cost, not-for-profit basis in accordance with management and service agreements. The
agreement between EWUS and EWNM has previously been provided to the Commission. The
agreement specifies the services provided by EWUS. The attached Schedule 1 details all
accounts charged for services provided under this agreement during the reporting year.

2. Employee, Post-retirement and Post-employment Benefits

EWUS participates in a noncontributory defined benefit pension plan (the "Pension Plan")
covering those employees who joined the American Water organization on or before January 1,
2006. Pension cost of EWNM is based on an allocation from EWUS of the total cost related to
the Pension Plan. EWUS’s funding policy is to contribute at least the minimum amount required
under the Employee Retirement Income Security Act of 1974. The costs to EWNM and the
accounts charged are shown in Schedule 2.

3. Analysis of 401 -k Expense
EWUS implemented a 401 (k) Savings Plan (the "401(k) Plan") on February 1, 2013, for all
employees who are at least 18 years old as soon as administratively possible (shortly after date of
hire). Each employee can elect to contribute up to 100% of his or her compensation (maximum
amount set each year by the IRS) to the 401 (k) Plan. Employee contributions are invested at the
direction of the employee in one or more funds. For employees hired before January 1, 2006,
EWUS makes matching contributions in an amount equal to 50% of the first 5% of each
employees pay contributed to the 401 (k) Plan. For employees hired after January 1, 2006,
EWUS makes matching contributions in an amount equal to 100% of the first 3% of each
employee’s pay contributed to the 401(k) Plan, and in an amount equal to 50% of the next 2% of
each employee’s pay contributed to the 401 (k) Plan. All of EWUS’s matching contributions are
invested in one or more funds at the direction of the employee. The 401(k) Plan cost of EWNM
is based on an allocation from EWUS of the total cost related to the 401(k) Plan. The costs to
EWNM and the accounts charged are shown in Schedule 3.



4. Customer Billing

EWUS processes and posts EWNM’s customer bills and provides customer call processing for
EWNM. EWNM reimburses EWUS for blank bill forms, postage, and a pro rata share of call
center expenses, at cost, on a monthly basis. The costs to the Company and the accounts charged
are shown in Schedule 4.

5. Financing

EWUS provides short-term and long-term financing and cash management services to EWNM
and other operating subsidiaries EWUS on an at cost, not-for profit basis in accordance with
financing instruments. Copies of those instruments have been provided to the Commission. The
attached Schedule 5 details all accounts charged for financing from EWUS during the reporting
year.

General

EWUS, on behalf of its subsidiaries, negotiates with third party vendors to obtain volume-based
discounts for goods and services. Each subsidiary then purchases the applicable goods and
services directly from the vendor. These items are not included in this report as the vendors are
unrelated third parties and the transactions therefore are not within the scope of the definition of
Class I transactions.
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SCHEDULE1

EPCOR WATER NEW MEXICO
ANALYSIS OF MANAGEMENT & SERVICES CHARGES
JAN. 1, 2016 - DEC. 31, 2016

MONTH M & S

Jan-16
Feb-16
Mar-16
Apr-16
May-16
Jun-16
Jul-16
Aug-16
Sep-16
Oct-16
Nov-16
Dec-16

102,557
104,960
108,487

77,864
103,995
119,992
100,541
100,424

74,379
149,025
103,832
174,117

1,320,173

CPS Update Gen Support CBM Testing Support Net
InterCompany

Engineering MaintoTeam BackOffice BackOffice Billings
(a) (b) (c) (d) (a)+(b)+(c)-(d)

0.00 0.00 0.00
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SCHEDULE 2

EPCOR WATER NEW MEXICO
ANALYSIS OF PENSION EXPENSE
JAN. 1, 2016 - DEC. 31, 2016

MONTH
TOTAL

PENSION EXP

Jan-16
Feb-16
Mar-16
Apr-16
May-16
Jun-16
Jul-16
Aug-16
Sep-16
Oct-16
Nov-16

Dec-16

$18 067.83
$18 067.83
$18 067.83
$18 067.83
$18 067.83
$18 067.83
$18 067.83
$18 067.83
$18 067.83
$18 067.83
$18 067.83

$301,615.83
$500,361.96

Recognition of Settlement - Wells Fargo, $283,548

The pension funding for 2016 was $225,000



Schedule 3
Analysis of 401K Expense



SCHEDULE3

EPCOR WATER NEW MEXICO
ANALYSIS OF 401 K EXPENSE
JAN. 1, 2016 - DEC. 31, 2016

MONTH
TOTAL

401 K EXP
TOTAL

DCP

Jan-16
Feb-16
Mar-16
Apr-16
May-16
Jun-16
Jul-16
Aug-16
Sep-16
Oct-16
Nov-16
Dec-16

3,323.17
3,379.53
3,516.46
5,496.28
8,566.84
8,464.18
8,488.32
3,658.41
5,510.40
3,690.46
3,627.02
3,500.69

61,221.76

$ 3 363.41
3 441.07
3 564.64
5 576.53
3 691.73
3 604.33
3 516.54
3 519.04
5 272.28
3 639.30
3 636.94
3 639.82

$ 46 465.63
107,687.39
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SCHEDULE 4

EPCOR WATER NEW MEXICO
ANALYSIS OF CUSTOMER BILLING COMPUTER AND POSTAGE CHARGES
JAN. 1, 2016 - DEC. 31, 2016

MONTH

A/C 5612
TOTAL

BILL POSTAGE

Jan-16
Feb-16
Mar-16
Apr-16
May-16
Jun-16
Jul-16
Augo16
Sep-16
Oct-16
Nov-16
Dec-16

$7,680.47
9 929.30
6 208.36
6 281.08
6 237.28
6 238.80
6 251.39
6 221.95
6 130.10
6 266.66
5 074.05

10 190.52
$82 709.96
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SCHEDULE5

EPCOR WATER NEW MEXICO
ANALYSIS OF FINANCING CHARGES
JAN. 1, 2016 - DEC. 31, 2016

MONTH

Jan-16
Feb-16
Mar-16
Apr-16
May-16
Jun-16
Jul-16
Aug-16
Sep-16
Oct-16
Nov-16
Dec-16

TOTAL TOTAL TOTAL TOTAL
INTEREST CREDIT LINE SYNDICATED LOAN INTEREST
EXP.(INC.) FEES EXPENSES LONG TERM DEBT

443,500.00

443,500.00
887,000.00
887,000.00



Addendum II

CLASS II TRANSACTION REPORT
FISCAL YEAR 12-31-16



EPCOR WATER NEW MEXICO INC.

CLASS II TRANSACTION REPORT
FISCAL YEAR :~2-31-16

EPCOR Water New Mexico Inc. ("EWNM"), EPCOR Water Arizona Inc. and Chaparral City Water
Company are all subsidiaries of EPCOR Water (USA) Inc. ("EWUS")o

A. New or Expanded Lines of Business - Operation & Maintenance Al~reements

EWNM continues to operate the wastewater treatment facility for Paa-Ko Communities Sewer
Association ("Paa-Ko") northwest of Edgewood. The contract services that EWNM provides
relate primarily to the operation of the WWTF and include facility operation adjustments such
as water level, recirculation and aeration; observations including flow meter readings, pump
readings, hydraulic loading on the wetland cells; maintain effluent disinfection for irrigation,
sampling compliance and accurate records to meet the minimum discharge permit
requirements; new septic tank installation hook-up inspection, schedulinl~ of septic pumping,
line locates; respond and troubleshoot residential odor complaints, septic tank back-ups, pump
failures; recommend and perform other facility and collection activities beyond contract
restrictions as deemed necessary. A copy of the 2010 renewed Paa-Ko contract is attached as
Schedule la.

EWNM operates the wastewater treatment facility for Prairie Hills Sanitary Sewer Users
Association ("Prairie Hills") In Santa Fe County. The contract services that EWNM provides
relate primarily to the operation of the WWTF and include facility operation adjustments such
as water level, recirculation and aeration; observations including flow meter readings, pump
readings, hydraulic loading on the wetland cells; maintain effluent disinfection for irrigation,
sampling compliance and accurate records to meet the minimum discharge permit
requirements; new septic tank installation hook-up inspection, scheduling of septic pumping,
line locates; respond and troubleshoot residential odor complaints, septic tank back-ups, pump
failures; recommend and perform other facility and collection activities beyond contract
restrictions as deemed necessary. A copy of the 2014 Prairie Hills contract is attached as
Schedule lb.



EWNM provides emergency operations and maintenance for the wastewater treatment facility
for the Town of Edgewood, an incorporated New Mexico municipality ("Town"). The contract
services that EWNM provides relate primarily to the operation of the WWTF and include facility
operation adjustments such as water level, recirculation and aeration; observations including
flow meter readings, pump readings, hydraulic loading on the wetland cells; maintain effluent
disinfection for irrigation, sampling compliance and accurate records to meet the minimum
discharge permit requirements; new septic tank installation hook-up inspection, scheduling of
septic pumping, line locates; respond and troubleshoot residential odor complaints, septic tank
back-ups, pump failures; recommend and perform other facility and collection activities beyond
contract restrictions as deemed necessary. A copy of the 2014 Town of Edgewood contract is
attached as Schedule lc.

B. Annual Reports

Annual Report for EPCOR Utilities Inc. is included as Schedule 2.

C. Other

Attached as Schedule 3 are the following:
Item ~.) EWNM Capital Structure
Item 2) EPCOR Utilities Inc. Capital Structure

Attached as Schedule 4 is an appendix describing the new capital projects for 2015.

E. An explanation and description of all affiliates, their relationship to each other and utility,
the types of business in which they are involved, and a listing of their exact names and home
office addresses
This information is found in Part land Exhibit 2 to the Company’s Second Amended and
Restated General Diversification Plan ("GDP II1")

F. A summary and explanation of any transactions or agreements between the utility and its
affiliates, corporate subsidiaries, and holding company.
Refer to the Class I Transaction Report.

Go The most recent balance sheet and income statement from each of the utility’s affiliates,
corporate subsidiaries, and holding company which have been provided to or are in the
possession of the utility.
Refer to the financial statements of EPCOR Utilities Inc. which are attached. The financial
statements of other affiliates will be provided on request.

Ho An explanation of how the utility’s capital structure, cost of capital, and ability to raise
capital have been impacted by Class II transaction and their resulting effect.
Refer to GDP III, Part II.
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AGREEMENT FOR SERVICES

THIS AGREE~MENq? FOR SERVICES ("Agreement") is made.and entered into
asof      .~c~/q[       , 2010, by and among _ NewMexieo-
American Wate..r Com.p_any!’’Inc.,. a Ne~v ~exico corporation (NMAW3 (Contractor), and
PAA-KO COMMUNITIES SEWER ASSOCIATION, a New Mexico Sanitary Projects
Act Association ("PCSA").

RECIT,ALs

PCSA owns and maintains a wastewater collection, treatment, and disposal
system ("the System") that provides wastewater service to domestic and commercial

¯ customers in the community of Paa-Ko in Sandia Park, Bemalillo County, New Mexico..

PCSA desires to contract with the Contractor to provide operation, maintenance,
management and technical services to operate and maintain the System.

Contractor possesses the resources to provide the services contemplated herein,
including, without limitation, the necessary equipment, personnel, facilities, expertise,
capacity, and emergency response capabilities.

¯        AGREEMENT
NOW, THEREFORE, in reliance upon the covenants and agreements set forth

herein and for other good and valuable consideration, the receipt and sufficiency of which
is hereby acknowledged, the parties hereto agree as follows:

1. RETENTION OF CONTRACTOR

PCSA hereby engages and retains. CONTRACTOR to provide certain operations
and maintenance services to PCSA in eormeetion with the.management, operation and
maintenance of the System as set forth in Article 3 ("O&M Services").

2. TERM

The term of this Agreement shall be for 3 years, with up to 2 optional one-year
extensions, and shall commence on November 1, 2010 ("Commencement Date")i This
Agreement shall terminate on:.the earlier of: i), the sixtieth day after CONTRACTOR’s
receipt of PCSA’s notice of termination; or ii) October 31, 2013;. provided, however, that
PCSA shall not terminate this Agreement before October 31, 2013 other’than for cause or
extend the contract for an additional year, up to 2 years maximum extension. For the
purpose of this Agreement, ’~cause" shall be deemed to be negligence or willful
misconduct in CONTRACTOR’s performance of its obligations hereunder. In the case of’

Agreement for Services
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a termination for cause, the termination shall be, in PCSA’s sole discretion, effective
immediately or at such date thereafter as provided in PCSA’s notice of termination.

3. OPERATIONS, MAINTENANCE AND CONSULTATION SERVICES AND
OBLIGATIONS OF CONTRACTOR.

3.1 Field Operations, Maintenance and Consultation, CONTRACTOR shall
be responsible for managing the operations and maintenance of the System in accordance
with customary utility practices and procedures and in compliance with all State and
Federal laws and regulations. Such maintenance shall include, without limitation,
replacement of parts .in accordance with manufacturers’ recommended replacement
schedules ("Scheduled Replacements"). CONTRACTOR shall provide the personnel
necessary to manage operate and maintain the. System. A State of New Mexico Class 3
Wastewater Utility Operator is required to be onsite to perform WWTP operations
monitoring at least once per week and be present during any major WWTP operations
event, such as equipment repair, membrane cleaning, etc. The CONTRACTOR shall
attend quarterly PCSA Board meetings and annual Homeowner’s Meeting. Ownership of
all data collected by the contractor shall remain the property of PCSA and be provided
upon request. PCSA retains the ability to audit any of the Contractor’s records associated
with PCSA with 7 days written notice.

3.2 Re_gp__.~. CONTRACTOR shall be responsiblefor making repairs to the
System (i.e., corrective work other than Scheduled Replacements - hereinafter
"Repairs"). CONTRACTOR promptly shall notify PCSA of the need for Repairs and
shall obtain authorization from PCSA prior to making Repairs. CONTRACTOR shall
bill PCSA separately for the costs of Repairs and in accordance with Section 5.2. With
respect to Repairs requested by or on behalf of PCSA members, PCSA shall pay for the
Repairs only if all of the following conditions are satisfied:

a.    The Repair is not within the scope of CONTRACTOR’s regular
maintenance obligations under Section 3.1;

b. Prior to making the Repair, CONTRACTOR advises the PCSA
Board member requesting the Repair of the estimated cost of the Repair, with maximum
10% markup of materials and subconsultants, and the fact that the Board member will be
responsible for paying the cost of the Repair when billed;

c.    Having been so advised, the PCSA member consents in writing to
paying for the Repair when billed; and

d.    CONTRACTOR timely provides PCSA with a dear description of
the nature of the Repair, an invoice for the repair and a copy of the member’s consent.

3.3 Septic Tank Pumping. CONTRACTOR shall be responsible for
managing, scheduling and contracting for the pumping of PC.SA members’ septic tanks
("Septic Tank Pumping"). Septic tanks are currently pumped once every 3 years. The
costs of Septic Tank Pumping are. included in the Contract.

Agreement for Services
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3.4 On-Call Response. CONTRACTOR shall--24 hours per day, 7 days per
week--provide on-call response to emergency calls concerning the System within 4
hours of notification. On-call response to non-emergency calls received within the hours
of 6 PM to 6 AM shall be responded to by 12 noon of the next day (for non-emergency
calls received 6PM to 12AM) or 12 noon the same day (for non-emergency calls received
12 AM to 6 AM).

3.5 Water Quality. To the extent requested by PCSA arid/or PCSA’s
consultants, CONTRACTOR shall be responsible for performing the water quality
functions for the System in accordance with eust0mary utility practices and procedures
and in compliance with all State and Federal laws and regulations. The cost of
groundwater level measurements, sample collection, testing performed by outside
laboratories ("Water Testing") is included in the Contract.

3.6 Verification inspection of newly installed residential septic, system,
completion of checklist and submittal to PCSA. Newly constructed homes require on
inspection to verify that PCSA requirements haye been met by the homeowner before
sending wastewater to the PCSA system. A checklist of items must be verified by the
Contractor and submitted to PCSA. These items include septic tank installation, septic
tank filter, septic tank effluent pumps with pump fail light located in garage (when pumps
are required) and property wastewater valve at street has been opened. Contractor should
assume that any verification inspections can occur during normal daily operations and do
not have to be scheduled on a separate day.

3.7 Homeowner Repairs Contractor shall provide ~ervices, on an as needed
basis, for response to Homeowner request for "behind curb" repairs. Verification of
PCSA collection system blockage that requires "behind curb" activities is not included as
a’ Homeowner Repair. Such services may be considered emergency (see Section 3.4) if
warranted. Compensation will be paid by the Homeowner. PSCA will cooperate in
collections from the Homeowner, if required.

3.8 Equipment, Vehicles, ...Etc. CONTRACTOR shall provide at .its own cost
all equipment, vehicles, tools and other capital items necessary to perform the services
described in this Article 3.

3.9 Insurance. CONTRACTOR shall obtain and maintain during the term of
this Agreement Bodily Injury Liability, Vehicle Liability and Property Insurance insuring
CONTRACTOR and any sub-contractor performing services set forth in Article 3 against
damages and/or claims for bodily injury, including accidental death and property damage,
which may arise from CONTRACTOR’s services under this Agreement, whether ~eh
services are conducted by it, by any sub-contractor, or by anyone directly or indirectly
employed by either of them. The amount of such insurance shall be two million dollars
($2,000,000) combined single bodily injury and property damage for each occurrence. A
certificate of insurance naming PCSA as an additional insured shall be provided to PCSA
within thirty (30) business days after the parties execute this Agreement. In addition the
certificate shall pr0vide.that thirty (30) calendar days’ notice must be given, in writing, to
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PCSA of any pending change in the limits of liability or of any Cancellation or
modifications of the policy.

4. OBLIOATIONS OF PCSA

4.1 Capital Investment. PCSA shall be responsible for the costs of all capital
investments in the System during the Term.

4.2 Permits and Franchise Fee. PCSA shall maintain and pay the costs of all
annual permits and franchise fee.

4.3 Access to Information. To the extent such data and information is
available, PCSA shall furnish to CONTRACTOR all operational data and information
related to the System facilities that may reasonably be requested by CONTRACTOR.
PCSA shall furnish such data and information to CONTRACTOR within five (5)
business days after receiving such request.

4.4 Environmental Responsibilities. If, during the performance of any
services set forth in Article 3, hazardous waste or substances on or under any of the
properties that constitute part of the System are discovered by NMWA, CONTRACTOR
shall take all reasonable steps to notify PCSA of such discovery. CONTRACTOR shall
not be responsible for: (i) the removal, disposal, dean up or remediation of any hazardous
waste or substance discovered by NMWA or any other person or entity; and (ii) for any
costs or expenses related to the removal, disposal, clean-up or remediation of any
hazardous waste or substance discovered by NMWA or any other person or entity.
PCSA shall be responsible for (i) removing, disposing, cleaning up and remediating any
hazardous waste or substances discovered by CONTRACTOR or any other party in the
eottrse of performing the services set forth in Articles 3 and 4 or at any other time under
tliis Agreement, or by any other person or entity; and (ii) paying all costs and expenses
for such removal, disposal, clean up and remediation.

5. COMPENSATION

5.1 Service Fee. Fees shall be in accordance with the attached Bid Schedule.

5.2 Compensation for Additional Services. In addition to the Service Fee,
PCSA shall compensate CONTRACTOR for providing any additional services that relate
to the System, such as implementatioa of the NPDES Permit requirements if Pond #9
should overflow, and that. which are requested andauthorized by PCSA, but are not
covered under the Bid or this Agreement. PCSA’shall compensate CONTRACTOR for
Additional Services on the basis of CONTRACTOR’s actual cost of service ("Cost of
Service"), plus an administrative charge equal to te__t~_.pereent (._[.Q_%) of the Cost of
Service and applicable NMGRT.

5.3 Monthly Invoice. CONTRACTOR shall invoice PCSA monthly for the
Service Fee and any Additional Services provided by CONTRACTOR and authorized by
PCSA ("Monthly Invoice"). The Monthly Invoice shall include all required monthly and
quarterly reports and detail the Additional Services pro;gided and the Cost of Service
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incurred by CONTRACTOR to provide such Additional Services. PCSA shall pay the
Monthly Invoice within thirty (30) business days after it has received it.

6. INDEMNIFICATION

6.1 Indemnification by CONTRACTOR. CONTRACTOR shall indemnify
and hoId harmless PCSA from and against, and shall pay or reimburse PCSA for, any a~d
all losses, damages, claims, costs and expenses, interest, awards, judgments, fines and
penalties (including reasonable legal fees and costs), collectively "Damages" suffered or
incurred by it arising out of or resulting from negligence or willful misconduct on the part
¯ of CONTRACTOR in connection with its services provided to PCSA pursuant to this
Agreement, except to the extent such Damages are caused by or contributed to by the
negligence or willful misconduct of PCSA or its officers, directors, empl.oyees or
consultants, other than CONTRACTOR.

6.2 Indemnification by PCSA. PCSA shall indemnify and hold harmless
CONTRACTOR from and against, and shall pay or reimburse CONTRACTOR for, any
and all losses, damages, claims, costs and expenses, interest, awards, judgments, fines
and penalties (including reasonable legal fees and costs), in eormeetion with, relating to
or arising out of the System or its operations, specifically.including but not limited to any
costs or expenses related to the removal, disposal, clean-up or remediation of any
hazardous waste or substance discovered by CONTRACTOR or any other person or
entity, except to the extent such Damages are caused by the negligence or willful
misconduct of CONTRACTOR, its officers, directors, employees or consultants.

6.3 No indemnification in Certain Cases. No indemnification provision in this
Agreement shall extend to liability; claims, damages, losses or expenses, including
attorney fees, arising out of: (a) the preparation or approval of maps, drawings, opinions,
reports, surveys, change orders, designs or speei£ications ("collectively Project
Documents"); or (b) the giving Of or the failure to give directions or instructions where .
the party seeking indemnity was the party who: a) prepared or approved the subject
Project Documents; or b) gave or failed to give the subject instructions. Notwithstanding
the foregoing, this Section 6.3"shall not apply where the primary cause of bodily injury to
persons or property is CONTRACTOR’s negligent or intentional failure to advise PCSA
of the need for a repairto the System. In such case CONTRACTOR shall indemnify
PCSA in accordance with Section 6.1.

7. MISCELLANEOUS

7.1 Force Majeure. Neither CONTRACTOR nor PCSA shall be liable for any
loss or damage due to failure or delay in rendering any service or performing any.
obligation required under this Agreement resulting from any cause beyond their
reasonable control including, but not limited to: acts of God, acts or omissions of civil or
military authority; acts or omissions of contractors or suppliers; fires; floods; epidemics;
quarantine restrictions; severe weather; strikes; embargoes; wars; terrorist activities;
political strife; riots; delays in transportation; or. fuel, power, materials or labor shortages.
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7.2 No Waiver. The failure of either party to enforce, at any time, the
provisions of this Agreement shall not constitute a waiver of such provisions in any way
or the right of PCSA or CONTRACTOR at any time to avail themselves of such
remedies as either may have-for any breach or breaches of such provisions. The waiver
of any specific provision or requirement of this Agreement shall not constitute a waiver
of any other provision or requirement. Any such waiver of any specific provision or
requirement of this Agreement shall be in writing signed by both parties.

7.3 Entire Agreement. This Agreement contains the entire agreement between
the parties hereto with respect to the transactions contemplated herein. This Agreement
supersedes all previous written and verbal agreements on the subjects of this Agreement
and shall not be amended or modified except in writing signed by all of the parties hereto.

7.4 Amendments. This Agreement may be amended, supplemented, or
interpreted at any time by a written instrument executed by the parties hereto.

7.5 Assignment. No party may assign its rights, interests, or obligations under
this Agreement without the express written consent oft.he other parties. Any assignment
made without such written consent shall be void.

7.6 Parties Bound. This Agreement shall be binding upon and inure to the
benefit of the parties hereto and their respective permitted successors and assigns.

7.7 Notices. /kay notice, written request, or communication given pursuant to
the provisions of this Agreement shall be deemed tO be given (a): on the date of delivery,
if delivered personally, (b) by facsimile, upon confirmation of receipt, provided that any
such notice shall given is also mailed or sent as provided in clause (e) below, (e) on the
first business day following the date of dispatch by recognized next day courier service,
or (d) on the fifth business day following the date of mailing of delivered by registered or
certified mail, retttm receipt requested, postage prepaid..All notices hereunder shall be
delivered as set forth below, or pursuant to such other instructions as may be designated
in writing to the party to receive such notice:

If to PCSA: Paa-Ko Communities Sewer Association

1717 Louisiana Blvd., Suite 111

Albuquerque, NM 87110

Facsimile: (505) 268-2800
Attention: Ken Lundy, President

If to CONTRACTOR: New Mexi.co-American Water Co. Inc..,. Attn: Tom Tortes___
,38 Caetu.s Road,.p.o. Box 370 "

Edgewood, NM ,87015

Phone 505-281-3294

Fax 505-281-0219
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or to such other addresses as the parties shall have specified by notice in writing in
accordance with the terms of this section.

7.8 Severabili .ty. If any provision of this Agreement is declared by any court
or agency to be unenforceable, the remaining provisions hereof shall remain in full force
and effect.

7.9 Headings. The headings preceding text of Articles of this Agreement are
for convenience only and shall not be deemed part of this Agreement.

7.10 Attomeys Fees. In the event of a dispute between the parties arising out of
this Agreement, the prevailing party, as defined by New Mexico law, shall be entitled to
reasonable attorneys’ fees and costs.incurred as a result of the dispute, whether the
dispute is resolved without iitigation or is arbitrated or litigated in court.

7.11 Governing Law. This Agreement shall be conslrued and enforced in
accordance with the laws of thestate of New Mexico.

7.12 Counterparts. This Agreement may be executed in one or more
counterpart, s, each of which shall be deemed an origina! but all of which together shall
constitute one and the same instrument.

Agreement for Services
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IN WITNESS WHEREOF~ the parties.hereto have duly executed this Agreement
as. of the date first written above.

CONTRACTOR
NEW MEXICO-AMERICAN WATER COMPANY, INC.

PAA-KO COMMUNITIES SEWER ASSOCIATION

Ken Lundy
President

Agreement for Services
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FIRST AMENDMENT TO AGREEMENT FOR SERVICES

THIS FIRST AMENDMENT TO AGREEME~TI F~3R SERVICES (this
"Amendment") is made and entered into as of̄ . ~./’7[ ,2010, by
and between New Mexico-American Water Company, Inc., a New MexiCo ~o.rporation
("NMAW" or "Contractor"), and PAA-KO COMMUNITIES SEWER ASSOCIATION,
a New Mexico Sanitary Projects Act Association ("PCSA")

RECITALS:

Ao NMAW and PCSA .are parties to that certain Agreement for Services, dated of even
date with this Amendmem(the "Original Agreement").

Any initially capitalized term used, but not defined, in this Amendment shall have the
meaning ascribed to that term in the Original Agreement.

C. The parties wish to amend the Original Agreement as set forth in this Amendment.

NOW, THEREFORE, in reliance upon the covenants and agreements set forth
herein and for other good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, thd parties hereto agree as follows:

1.. Modifications to Article,2 of the Original Agreement:

a.    The existing text in Article 2 of the Original Agreement hereby is
subcaptioned as follows:

2.1 Initial and Extension Terms: PSCA’s Right to Terminate.

b.    The following new Section 2.2 hereby is inserted immediately following
Section 2.1 of the Original Agreement:

2.2 Matters Relating to the .New Mexico Public Regulato_ry
Commission. PCSA acknowledges that CONTRACTOR may request approval of
this Agreement by the New Mexico Public Regulatory Commission. If"
CONTRACTOR requests such approval and if the New Mexico Public
Regulation Commission does not approve this Agreement, on terms and
conditions reasonably acceptable to CONTRACTOR, to enable CONTRACTOR
to perform under this Agreement, CONTRACTOR may thereafter unilaterally
terminate this Agreement. Without limiting the generality of the foregoing, if the
New Mexico Public Regulatory Commission orders CONTRACTOR to obtain a
Certificate of Convenience and Necessity or to form a subsidiary in order for
CONTRACTOR to perform under this Agreement, then CONTRACTOR shall
have the right to unilaterally terminate this Agreement. In the case of any
termination of this Agreement by, CONTRACTOR under this Section,
CONTRACTOR will cooperate with PCSA in good faith to facilitate an orderly
transition of the Services over a ninety-day period, subjeet to (i) any deadlines or

Agreement for Services
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other restrictions imposed upon CONTRACTOR by the New Mexico Public
Regulatory Commission, (ii) PCSA’s payment for the services provided by
CONTRACTOR during any such transition period, and (iii) CONTRACTOR not
being required to apply for a Certificate of Convenience and Necessity or form a
subsidiary in connection with its performance during such transition period.

b.    The following new Section 2.3 hereby is inserted immediately following
Section 2.2 of the Original Agreement:

2.3 Purchase A~eement and CONTRACTOR’s Right. to Terminate.
If, on or before the first anniversary of the date of this Agreement, the parties
have not entered into a mutually acceptable definitive agreement whereby
CONTRACTOR will be entitled to purchase the System from PCSA, then
CONTRACTOR shall thereat~er for the balance of the term of this Agreement
have the unilateral right to terminate this Agreement at any timeupon ninety
days’ prior written notice to PCSA.

2. Modifications to Article 3 of the Original Agreement:

a.    The following hereby is appended to the end of the second sentence in the
existing text of Section 3.1 of the Original Agreement:

; provided, however, that the cost of replacement parts in accordance with
Scheduled Replacements shall be the responsibility of PCSA, and .subject to a
maximum 10% markup by CONTRACTOR on materials and subcontractors.

b.. The following hereby is appended to the end of the existing text in Section
3,2 of the Original Agreement, immediately following, and not a part of, clause d
in that Sdction 3.2 of the Original Agreement:

If CONTRACTOR advises PCSA of the need for a Repair, PCSA does not
consent to such Repair and CONTRACTOR, in good faith, does not believe it can
continue to .operate the System in compliance with applicable laws and
regulations as a result, then CONTRACTOR shall so notify PCSA and, if PCSA
continues to withhold its consent to the Repair at issue, CONTRACTOR may
terminate this Agreement.

c.    The following new Section 3.10 hereby is added immediately following
Section 3.9 of the Original Agreement:

3.10 CONTRACTOR’s Exclusive Obligations. CONTRACTOR’s obligations
to operate and maintain the System and to provide consultation services to PCSA
under this Agreement are as described in this Article 3. CONTRACTOR shall
have no obligations in that regard except as expressly provided in this Article 3.
Without limiting the generality of the foregoing, and for the avoidance of doubt,
CONTRACTOR is not required under this Agreement to provide or pay for
chemicals or utilities charges relatip, g to the System or the O&M Services.
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3.    Modifications to Article 5: Section 5.1 of the Original Agreement hereby is
restated in its entirety as follows:

5.1 Service Fee. Fees shall be in accordance with the attached Bid Schedule,
subjectto the following adjustments:

a.    CPI Adjustment. The service fee amotm~ stated in this Agreement shall
be automatically adjusted upward or downward, as the case may be, on each
annual anniversary of the Commencement Date, commencing with the first
anniversary on November l, 2011. The adjustment shall be made on the basis of
chauges in the United States Consumer Price Index for all Urban Consumers
(CPI-U), U.S. City Average, all items, published by theUnited States Bureau of
Labor Statistics (the "Cost of Living Index"). The amount of each adjusted
amount (represented by the letter "New Contract Price" in the.formula set forth
below) shall equa! to the then current Cost of Living Index number on the last
adjustment date (represented by the letter "C" in the formula set forth below)
divided by the Cost of Living Index number for the month during which this
Agreement commences (represented by the letter "M" in the formula set forth
below), and multiplied by the original services amOUnt (represented by the "$"
symbol in the formula set forth below). A sample computation is detailed below:

Sample CPI Calculation

C
New Contract Price =

M

2161177
New Contract Price =                X     $5,000¯" 208.936

New Contract Price = 1.0346565 X $5,000

New Contract Price = $5,173.28

The Cost of Living Index numbers for each month can be found on the United
States Bureau of Labor Statistics website here~ .http://www..bls.gov/epi!#tables.

b.    Septic Pumping Subcontractor. The cost of fuel adjustments, if any,
charged by CONTRACTOR’s subcontractor for the Septic Tank Pumping
services shall be passed through without markup to PCSA, as well as auy
subcontract base cost adjustments (or savings), if any, in Years two or three of
this Agreement. No adjustment will be made under this subsection 5.1.b prior to
the first anniversary of this Agreement on November 1,2011, and any ¯
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adjustments after that date will be made concurrently with adjustments incurred
by NMAW from its subcontractor for Septic Tank Pumping services.

e.    Unforeseen Expenses. Pursuant to the terms of this subsection 5.1.c,
CONTRACTOR shall have the right to pass through to PSCA any unforeseen
costs resulting from events occurring after the date of CONTRACTOR’s
submittal of its Bid Schedule, including without limitation, (i) additional costs
resulting from changes to any applicable statutes, rule or regulation impacting
CONTRACTOR’s performance of its obligations under this.Agreement, (ii)
additional activities required of CONTRACTOR in relation to a weather event
affecting the System, and (iii) additional activities required of CONTRACTOR as
the result of an equipment failure affecting the System. In cases involving a
public or employee health or safety issue or constituting an actual or potential
violation of applicable laws and regulations relating to the operation of the
System, CONTRACTOR will provide notice reasonable under the circumstances
to PCSA of any such unforeseen costs, will promptly undertake the activity
relating to the unforeseen cost and will work together with PCSA in good faith to
minimize such costs. In cases not involving a public or employee health or safety
issue and not constituting an actual or potential violation of applicable laws and
regulations relating to the operation of the System, (X) CONTRACTOR will
provide written notice of such unforeseen costs to PCSA, (3’) PCSA will provide
its written response to CONTRACTOR’s notification within 60 days indicating its
approval or rejection of the unforeseen cost, with PCSA’s non-response being
deemed its rejection of such cost, and (z) ifPCSA rejects such-unforeseen cost,
CONTRACTOR shall not be required under this agreement to take the actions
relating to the rejected unforeseen cost.

4.    Except as the Original Agreement is amended and modified by this Amendment,
the parties hereby ratify and affirm the Original Agreement and agree that it is in full
force and effect as of the date of this Amendment.

5.    Governing Law. This Amendment shall be construed and enforced in aeeordmee
with the laws of the state of New Mexico.

7.    Counterparts. This Amendment may be executed in one or more counterparts,
each of which shall be deemed an original but all of which together shall constitute one
and the same instrument.
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement
as of the date first written above.

CONTRACTOR
NEW MEXICO-AMERICAN WATER COMPANy, INC.

PAA-KO COMMUNITIES SEWER ASSOCIATION

Ken Lundy
President
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Schedule 1 b
Prairie Hills Contract



AGREEMENT]FOR SERVICES

THiS AGREEMENT FOR SERVICES-(this "Agrcemenf~ is made and entered
into as of the~ay of ~, 20!# bY and b~t’w~e~ EPCOR WATERNEW
.MEXICO INC., a New M~xi:0o oorporation (’~EWIfM"), an~ Y ,RAIRIE. HI’LLS
SKN1TARY SEWER USERS COOPERATIVE ASSOCIATION, a ~New:Mex[~o
coolgcativc as~ooi~tion

A.    Owner owns imd maintai~.a was~w~cr co~l~tion,.gca~4me~t, arm
disposal system(the. "~ysr~m") that provides wast~wa~er se~o~ tOdom~stic o~t~mers i~
Prairie Hi!Is SubdJvLsion, SantaFe Cou~, N~w M~xi~o.

B.    Ownor desires to c~ontraot vzi~ EWNM to pmvido.operati0n, maintenan~,
management and te.01mical scc~’~cvs Io olmrat¢ and maintain ~h~ System.

C.    EWNM possesses fl~e f~ources to l~rovide s’Ue.h desir~ scrvio~s,
including, ~thout limlUuiOn,the n~ ¢quipm~.-nt, pcrscam¢~ faoi~itie~, ~nlXax’i~,
capaoi~y, and em~rgemcy r~ponse capabiliti~.

NOW, TK~EREFORE, in rel~azteeupon the ¢ov~aams and agroeraeh~.Si~t forth in
this Agreement, EWNM and Owner hereby agree as £ollows:

I. RETENTION OF EWNM

2.1 Tonn. The l~m of this Agmcmca~ (*.he ’÷Terns") ~ ,~o on-~¢

acc~d~oo ~ the to~S of ~:S A~4 ~pk~. 6n fl~, thi~ ~v~ of ~
Co~aen~ Date.

2.2 Owner’s or E%b~’M’s Right to T0nninate. Notwith~anding the for~o~g,
~ ~ent may be t~, ~thout’~So, b~ O~ orE~M u~ 90 days’
prior wfiu~ no~ of t~fio~

2.3 Matmrs Kelal!ng ~o Lh¢ Now Moxic~ I~blio Regulatory Commission.
Owner a~knowMdgcs that EWNM may .requ~ approval of.~As.Agrecmont t~y the
M~xico Public Regula~ry Commission. ~f EWNM roquesm such approval and



N~’ Mexico Public Regulation Commission doe, not Rpprove this .Ag~g~oat, on terms
and conditions Scemptable to £~ to enab!~ E~ 1~ pea-form ~t~* Agreeaxmnt,
EWNM may the,e.aftcc wailatmmlly tcrmimt¢ ’A~at. Wit~Xtt IimRiag ’(he
gc~nemlicy of~he for¢going, if the New Me~i~o Public RegUtatoP~ Commission Ordexs
EWNM toobtain a Certifimte 6f Conv~ni~mce andiN~i~ :or ~oY0rm a S~i.d.!ary.is

unilateml.ly termimtte t~ :Agre~aenL ~ the ca,so of m~Y tcmiination of:this Agrormont
by EWNM under this SeCtion 2,3, I~W~M w~_tL~ w:ith ~ th-good faitlLtb
fadlitat¢ an ordody transition 0fthe Oac.Nt .Seir,cio~s ovor a axin~,~.day, .p~0d, .su~jcot:to
(i) any deadlines or oth,r r~’trictiotm imposM upon EWNM by ~eN~w Magie.o Pablic
R.egu]atory Coma~ssion,-(ii) Owner’s ~ymcnt ,for..the services p~ovtdod ~by EWNM
during troy Such Wansition ~.eri0d~ and (iii) E~NM not bektg r~ttire~l to al~ly for a
CetCi~ste o~ Ccmvrrdenc, tmd-Neccss~ty or form 8 st~bsidiary i~ coRuoction with it~
performance during inch t~a~ition pm-iod,

OPERATIONS, MAIaqTI3NANCE AND CONSULTATION SERVICES AND
OBLIGATIONS OF EWN-M.

3.1 t~ield Op~ations~ Mainteamaee and Consultation. ~WNM. shaIl be
rc,ponsibie for m~naging the operatiOnS .and maintenance of the System in .acc, ordanee
with customary udlity p~ticcs and proc~ures and in ¢ornplian~ Wi~ all applicable
f~a! an~ sm~e laws and regulations. Such Oadgf S~ic,~S :Shall in¢l~tdo, Without

Servicos":

6) replaoement of parts in accordance with man~aotmxrs’ recommended
replaocm~mt schedules (the "Sch~luled gei~acoments"); providmt,
hOwov~r, that the cost of ~e r~!aCCmemt Imrts. an~ any �elated
suboontzaotor eharg¢~ for" ~stallation Of" the .parts will bs sv/mratoly
i~woiced to Owner, with a 10% markup by EWNM;

on.call r~ponse to ~mergeaey ~Its concerning tho System within
hour~ of EWNM’s notification;

rcspons¢ to non-em~’rg~cy cars by the .cloSe of ,Imsin~s on the next
business day afLer E"WNM’~ noti~cation;

(iv)
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measurements; snmpl~ colk.~tlo~ e.~c~ that the ~o~ oftestingp~rformed
by oulsid~ !aboratori~s is the responsibility of Owns� and

_3.,2_ P,~alm. In add£ti.on ~o the Routine O&M Services, EWNM Shatl be
responsibt¢ for nutldngrel~airs to the Systora
prompl]y shall P, oLify Owaer of..L41~ laity21 "~0f N0n-/?0lltitl¢ ~itirS a~ld r~Mill obta~
authorir~tion from. Ownex prior:to maki~ tqon~routine.’.g~
Owner of the need for a Non-routlne R~airmad .Owne2 docS ~ot~consont ~o such Non-
roufine.Rc-~tfir and if, as.a result.of Owner’S failure to consemt, EWNM does not believe it
oan continue to olmmte the System in oomplianeewitli ap#ieab!¢;laws..:and
then EWNM sh~] so n0ti~y O~ner and, if Owno~ ~iifinu~ i6 wi~01d if~ COnsent .to fits
Non,routine Reptdr at issue, EWNM may terminate this Agreemegnt. immediately upon
written notieet00wne*.

_3_~ P~rsonne!, Equipment, Vehicles, Etc. EWNM. sl~ll pr0~gl~ the pcrs0nnel,
equipment, vehicles, tools and other .capital items necessary to perform the O&M
Services.

3.4 InsuranCe. EWNM Shall obtain and .maintain during the term of ~is
Agreemettt Bodily Injury LiabiLity, Vehicle Liability and Property hasur~nc~ insuring
EWNM and any ~b-eontraetor p~rforming O&M Servic~ against damages and/or
claims for bodily injury, .including aeeideatal death and property ..damage, whlch may
aris~ from EWNlvI~s se~vie~ under this ~greem~at, wholhor.suoli-servioes aro.~Ondueted
by it, by any sub-t~oialraetor, or .by anyone directly Or i~d’tre~tly:ea’nplo)~od iSy.eith~ of
them. The amoum of such imuraneo:shall be two million doItars ($P~000,000) combined
singl~ bodily injury and prbpea~y danmge for each occurrence. A e6~ifioate 0finsaraneo
shall be providt.xl to Owner within thhiy (30)business days after flae pardes ex~te this
Agrex.ment,

3.5 EWNM’s E~olasive Obligations. EWNM~s obliga~ons to oper~-~te and
maiatain the System and to provide consdtation services to Owner-under this Agr~mem
are as d~cribod i9 ~is Article 3~ EWNM.shall hav~ no obligations-in that mgard:exoept
as expressly provided in*l~s. ArtiCle ~.. Wifl~otit Hmiting lh~ generality o~ ~h~ ~oi~going,
and for the a~idartc~ of doubt, EWNMI h not.requlrcd tmd~ tliis Ag~cm~at to,provide
or pay for ohemicals or utilities charges t~lating.to th0.~ystem .or.~he O~ Seevie~
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4. OBLIGATIONS OF OWNER

4.1 Capital Investmvm. Owner sha~l be responsible for ~e costs of all capital
investments in the System during ~e Term.

4.2 Permits and Fnm~hiS~ Fee, Ovcner shall main~n and pay the c~sts of all
annual permits and franehisefees relating iv ~h¢ $~.

4.4 Environmental Responsibilities: if, dur~g th~:perfortmm~ of any of the
O&M Servio~s, hazardous waste or m~bs~anees on dr undvr any of the properties;that
onnstitute part of th~ System are diseover~ by EWN.M. EWNM shall take all reasonable
steps ~ notify Owner of sueh.dlseovery. EW’NM ~ not be r~i~onsible for: (i) the
removal° disposal~ dean up or rernextiafion of any hazardous waste or
discovered by EWNM or any othvr pvrson or entity; and (ii) for.any costs.or
related to the removal, disposal, dean~r,~p or temeXiiati0n ~f my :hazar~loas Waste or
substance discovered by EWNM or any other per~a or entity. Owner shall be
responsiblefor (i) removing, disposing~ cleanlngup and remediafing any h~ous waste
or substances diseovea-ed by I~W/gM or any o~r pat~y ia ~h~.e.ourse Ofp~rt’marting the
O&M Services or at any other time.trade~ this Agreemvnt, Or by any other person or
entii’y;:and (ii) paying all oosts and expenses for:suoh re~coval,.disp~sal, dean up
remedlatio.a.

5. COMPENSATION

5.1 Rcmfi~ $~r~ee Fee; tn.c~ngidetation 0f~’s~vi~pn
g~fine O~ S~,Owa~ s~ pay ~ E~M
fo~ ~ s~.on ~e~eh~ Fee.S~e~ plus ~y @~ble ~s~:~voi~ by~M
for ~la~t p~ ~ ~y ~lal~ ~n~c~r �~. for~n ~f ~p~
togethw ~th aiO%m~p-by E~M, p~aS’a~lle~lo ~GRT~

52 C-~I Adju~m¢at, The.Routine O&M 8#trice Fee shall b~ au~l~y
~j~t~ upwm~ or do~w~ ~ ~e:~e ~y ~ on ~ ~ ~ of~e

made on ~e b~is of ch~es ~ ~e U~t~ S~ C~ ~d~£or ~l U~



Consumers (CPI-U), U.S. City Average, all itt:ms, published by th~ United Statos Bureau
of Labor Statistics (the ~’Cost of Living index,). The amount of e~ch adjusted amount
(repres,ntod by the totter "New Contract Prlc~" ha th¢ formula ,~t :f0rfl~ below) shall
~qual the thon carmnt CoSt 0f Living.index muubor on the |~t adjustzuont.date
(rcpres~ted by the Iotter"C’~ ill ~O formula .~t fot~ be|ov,~.) divided:by the Cost of
I.~ ring lad o~� number for the m~nth duringlwl-~chi:this Agte~nent comm~rices
(r~res0nted bythe letter ’~M" in the formuh s~t ~orth b~low}, and multiplied by the
o*iglna| s~rvlces amount (repres*nted :by th~ "$~’ symbol ~ th~ formuh set~ forth below),
A sample computation is dotailed bolow:

New Contract Prk~ X $!,200

New Con~ ~ =    L~565 X $L100

New Contract ~rlce =    SJ,,L~&12

The Cost of Living Ind¢~� numb~s forcaah monthcan be found on.the United
States Bureau of Labor Statistics 3vebsit~ which at the time oi~d~ve]oping this c6ntraet
are Jocatgi

5.3 Compensation for:Non,routine R.epalrs ~1 Addition!l Sin-vices. In
addition to the Routi~O&M Scrvjo~ Fo¢, and other charges:pursuant to $~*iOn 5.1,
above, Owner shall compcnSat¢ EWN1VI for providing ar~ NOn~r0Ufin~ Rcpalrs ~md ~y
additional scawie.e.s requ¢sted by Owner and pmvldMby EWNM that rO~at*, tO
System. Ownorsha|! compcnsm~ EWNMfo~’Nou-rouS~eRcpaii*.and anysuoh
additional s~viccs on tk¢ basis ofEWHM’s a~tua~ Cost 0fscwi¢¢ (in01mlLug gutcm~
charges tar EWNM’s own personnel and out.~f-pockm oosts.lfor parts and third party
contraotors), plus an n(iministrafive ~harg¢ ~lua| to :10% of such cost of sere’ice and
applicable NMGKT.

5.4 Unfarcs ,¢¢n Expeascs, Pus’suant to the terms of this Section 53t, EWNM
shall have lhe right to.passthr0ugh ~0 Owner any ..unf. O..r~se~ costs r~ulting f~rum
occurring after th~ [date of ffiis Agreome.nVdat¢ of E~NM~s:s~bm|ttal Of its~Bi~t
Schedule], including witho:at Rmitatior,, (’i)aclditiO~.~.~ ~U~fing~faxi
appjica~l, sta~tos~ rtfl¢.or ro~_.atioll ~p~OlJ~, ~’-.~.~O~C~�;0f"!ts obligations
under i~s Agrtseanent, (i~’) addi~i0nal :aotivities ~ ~u~q. ~ .off’in
¯ weather cvent ,affecting. the System; and. 6ii) ad~litional.~i~vitim.~iad:.0f:EWNM as



5.5 Monlhly Invoice. EWNM ~ invoiee O~nea-monflzly for the Routine
O&M Service.Fee mad may other charges payable by Ownor trader this Agreement
(~’Monthty Invoice"). Owner shall pay e~eh Monthlyii~vo~ce within thirty (30) days after

6. INDEMNIFICATION

6.1 Indemn.ifieation by EWNM. EWNM shall indemnify and hold hamdess
Owner from and against, and shal~ pay or rdmbtwse.Own~x for, any and all losses,
damages~ elairr~, costs andexpenses, interest, .awards~ judgmeftts, fmos and pomdties,
including r~asonable legal fee~ and eosis (colle~tiveay ~’Damages")’Sm’fercd or inem’red
by it, to the extent arising out of or resulting from n~gligenee or willf~l.mise~ndaot On
th~ part of EWNM ~.n cortneetiott wl~ its s~wices providedto Owner ptaxumtto:this
Agreement, except to f.he C~t~mt such Damag~ are caused by or contr~b~ to by the
negligemoe or willful misconduct of Owner orits 0~cers, dlrec~or~ ~mtpl0ye~s or
consultants, other rhtm EWNIvL

6~ hdermaification by Owner. Owner shall ind~amif~ ~mi~ h0kl harmless
E~~ ~d ag~ znd sh~ pay.~ ~b~¢E~fog, ~y~:~ D~g~

inelu~g bm not ~r~ ~ ~y ~.or CXP~ :~la~ t0 ~e ~m~.~-~l~-
up or r~a~n of ~y.h~dous waste or sU~ ~ov~:h~ E~or ~y
o~ p~n or ~n~y, ~t m ~� ~t ~oh D~ages ~e.eaus~.by ~0 n~l~g~ or
will~l ~onduet of E~M; its o~e~,

7. MISCELLANEOUS

7.1 Force Maj¢ure. Neither EWNM nor Owner shall b~-liablo ’for .~y loss or
d~ge due to
r~ ~d~ this ~mt.(~pt ~ ~t ofm~)~fi~ ~m.~y.ea~
be~ ~h~r ~nable c0nwol ~olu~n~ but:nol fi~t~, to: ac~ of:O~:ao~ or



emission, s of civil or military authority;

w~; te~ofist activities; ~liti~ s~i~; fio~; delays ~ ~6o~ or~d, pow~,

7.2 No Waiver. The failure of either party to enforce, ataayfime, the
provisions of thls Agreement s~ll not constitute a walv0r ofsu~li provisioms in anyway
or the right of Ownor or EWNM at any time to avai.l itself 0fsueh remedies as it may
have for any breach or breaches of such provisions. "Poe waiver of any specific provision
or requireanent of this Agreement Shall not constitute a waiver of any other provision or
requirement.. AtLv ~ch Waiver of any specific pm~ision or requh’emeat of this
Agreement Shatl be~ h writing s.!gntd by ~oth parties.     "

7.3 Entir~ AgreemenL This Agr~era~nt contains the ~nfire agreement betwec~a
EWNM and Owner with r~speet to ttie transaetiorm.eontompiated in this ~ent.
2’his Agr~menf supersedes all prexiiOus Wrlttcm amt verbal agreements on"the subj oct of
this Agre~me, nt,

7.4 Ameadmonts. This Agreement mayl~ amentted, sapplomented, ¢6wlsed,
or rcsOin.ded only bya wn’tten instrument execute~by boifi.EW’NM, a~td O~vner.

7.5 Assignm~nt. No party m~y assign ~ts’~ght~ in~; or ObLigations under
this Agr~mcnt without ~e::exp~v~ss ~ri~ea ¢ons~it of~e other pa~S,; pr.0vid~1
however; ttmt with written no’tk::e to the 0thor party EWN.M may assign this Agrcemem to
any purchaser of all or substantially altl~0f its.assets or business. Any asslgnmeat made
without such required w~rt~n consent shall be void.

7.6 Parties Bound. This A~eemeait Shall bebindi~g upon and inure to -the
benefit ofth~ parti~ Io this Aglv.~men¢ and their respective permitled successors and
assigns.

7.7 Notices_ Any o0tiee, written request, or oommunieatioa given pursuant to
the provisions of this Agreement shalt be d~,-med tobegiven.(a): on th~ date ofddivery,
if d~Iivered personally, (b) by facsimile, uponeonfirm~ou of roedp3, provided that any
such notice given is ~so mailed or sent:as provided ’m clause(e) bel0~t, (e)on the firs|
business day re/dewing the date of dispatch by:~eepgnlztxt ae~t day eouriw.servie¢, or (d)
on the fifth business day followingthe.di~t¢ 0fmailing of ddlvofed by reg~ercd or
certi~ed nmil, return receipt requested, po~gS:pregaid: AIt notices under this
Agreementshall be delivered asset forth bOlo~v, or purs~arit 1o sudi 0th~ instruofi0Rs as
may be designated h writing t0.{he partyto reoei)?e such no’dee:

Owner. Prairie ~il~$t~tm’y Sewer Users Coop~ati~,e Ass~iation
2 Mendbw Hfl~s LoOp

Arm: George Magenta
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EPCOR Water Now Mexico Inc.
38 Cactus Ro~
Edgewood~ NM 87105
ATTN: Daniel B~ilot

or to such other addresses as the parties shah have specified by notice in wriling.in
accordanc~ with th~ terms of t~is s~fion,

7,8 Sev*rabiLity. If ~y provision c~fthis Agr~emsnt is d~laz~xi by anycourt
or agency to bv tmtmforc~abl~,

r*f~atMn, ~I jointly ~fition a
A~0 to, as olosdy ~
into t~s A~m~nt.

7.9 Heaflba~. Tiie he~ings preceding text of Articles and Section of this
Agr~m~,nt are for convcmie~lceonly mad shall not be flsemed part of this Agro~ment.

7.11 Gov~axaing Law. This Agremn~nt shall be �onstrued and ~mfom~1 in
accordance with th¢ la~s O£th~ Stale 0fNowM~xico,

7.12 Com~terparts. This Agreement may be~xo~ute~d in oneor more
counterp~x~, each of wkich shall b~ desmed a~ origirml but all of which togetht.,r shall
constitute one and th~ same inStltmmnt.

iN WITNESS W~rlER~OF, the partios h~reto have dul3, executed this Agrosment
as oft.he date first written above.

[REST OF THIS PAGE INTENrFIONALLY LEFT BLANK]
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AGREEMENT FOR EMERGENCY

THIS AGREEMENT FOR EMERGENCY OPERATIONS & MAINTENANCE
SERVICES ("Agreement") is made and entered into as of
~_~__,: 2014 (the "Effective Date"), by and among EPCOR Water New Mexico Inc., a
New Mexico corporation ("EWNM"), and the Town of Edgewood, an incorporated New
Mexico municipality ("Town") (sometimes jointly referred to as the "Parties").

RECITALS

Town owns and maintains a wastewater collection, treatment, and disposal system
(the "System") that provides wastewater service to domestic and eommerciaI customers
in the Town of Edgewood, Santa Fe County; New Mexico.

Town desires to contract with EWNM to provide operation, maintenance,
management and technical services to operate and maintain the System on an emergency
basis.                             .:       . ..

EWNM possesses the resources to provide the services contemplated in this
Agreement, including, without limitation, the necessary equipment, personnel, facilities,
expertise, capacity, mad emergency response capabilities.

AGREEMENT
NOW, THEREFORE, in reliance upon the covenants and agreements set forth in

this Agreement and for other good and valuable consideration, the receipt and sufficiency
of which is hereby acknowledged, the Parties agree as follows:

1. RETENTION OF EWNM

Town hereby engages and retains EWNM to provide certain operations and
malntenanee services to Town in connection with the management, operation and
maintenance of the System as set forth in Article 3 (the "O&M Services").

2.1 Monthly Terms and Town’s Right to Terminate. The term of this
Agreement shall commence On the Effective Date and shall eontinue iuntii terminated by
Town upon at least thirty.da3~s, prior .wfi’tten notice tO EWNM.

Bid Form
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2.2 Matters Relating to the New Mexico Public Regulation Commission.
Town acknowledges that EWNM may request approval of this Agreement by the New
Mexico Public Regulation Commission. If EWNM requests such approval and if the
New Mexico Public Regulation Commission does not approve this Agreement, on terms
and conditions reasonably acceptable to EWNM, to enable EWNM to perform under this
Agreement, EWNM may thereafter unilaterally terminate this Agreement. Without
limiting the generality of the foregoing, if the New Mexico Public Regulation
Commission orders EWNM to (i) obtain a Certificate of Convenience and Necessity in
order for EWNM to perform under this Agreement, then EWNM shall have the fight to
unilaterally terminate this Agreement; and .(ii) form a subsidiary in order for EWNM to
perform under this Agreement, then EWNM shall have the right to unilaterally terminate
this Agreement. or to assign this Agreement to such subsidiary without seeking the
consent of Town. In the case of any termination of this Agreement by EWNM under this
Section, EWNM will cooperate with Town in good faith to facilitate an orderly transition
of the Services over a ninety-day period, subject to (i) any deadlines or other restrictions
imposed upon EWNM by the New Mexico Public Regulation Commission, (ii) Town’s
payment for the services provided by EWNM during any such transition period, and (iii)
EWNM not being required to apply for a Certificate of Convenience and Necessity or
form a subsidiary in connection with its performance during such transition period.

3.. OPERATIONS, MAINTENANCE AND CONSULTATION SERVICES AND
OBLIGATIONS OF EWNM,

3.1 Field Operations, Maintenance and Consultation, EWNM shall be
responsible for managing the operations and maintenance of the System in accordance
with customary utility practices and procedures and in compliance with all applicable
State ,.and Federal laws and regulations, Town ordinances and regulations, and permit
requirements. Notwithstanding the foregoing, EWNM shall not be. responsible for any
noncompliance that results from the design and condition of the System as of the date
EWNM assumes responsibility for the operation and maintenance of the System, but
EWNM shall promptly notify Town of all such noncompliance situations and shall
address such situations, at Town’s cost and expense, in a commercially reasonable
manner. If Town does not promptly and adequately address such noncompliance
condition to EWNM’s reasonable satisfaction, EWNM may terminate the Agreement if
EWNM~ in its sole discretion, believes that its continued operation of the System may
adversely affect EWNM’s business reputation, result in regulatory liabilities, or frees to
EWNM or jeopardize the health and safety of any EWNM employees or contractors or
any other persons. EWNM’s maintenance obligations shall include, without limitation,
rep!aeement of parts in. accordance with manufacharers’ recommended replacement
schedules ("Scheduled Replacements"); provided, however~ that the cost of replacement
parts and materials in aee.ordanee with Scheduled Replacements, plus EWNM’s markup
of: 10%, shall be the responsibility of Town. EWNM shall provide the personnel
necessary to manage operate and maintain the System. A State of New Mexico Class 3
Wastewater Utility Operator is .required to be onsite to perform the System operations
monitoring at least once per week and be present during any major System operations
event, such as equipment repairS.membrane cleaning, etc. EWNM shall attend a monthly
progress and update meeting with Town. Ownership. of all data e011eeted by EWNM

Bid Form
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shal! remain the property of Town and be provided upon request. Town retains the ability
to audit aay of EWNM’s records relating to the System with 7 days’ ’prior written notiee.

3.2 Repairs. In addition to the Scheduled Replacements, EWNM shall be
responsible for making repairs to the System(the "Repairs"). EWNM promptly shall
notify Town of the need for Repairs and shall obtain authorization from Town prior to
making Repairs, EWNM shall bill Town separately for the costs of Repairs and in
accordance with Section 5.2. With respect to any Repairs requested by Town, Town shall
pay for the Repairs only if all of the following conditions are satisfied:

a. The Repair does not constitute a Scheduled Replacement;

b. Prior to making the Repair, EWNM advises Town of the estimated
cost of the Repair, with 10% markup of materials and subconsultants, and the fact that
Town.will be responsible for paying thecost of the Repair when billed;

Co

when billed; and
Having been so advised, Town consents to paying for the Repair

d. EWNM provides Town with an invoice for the Repair.

If EWNM advises. Town of the need for a Repair, Town does not consent to such Repair
and EWNM, in good faith, does not believe it can continue to operate the System in a
safe mamaer and in compliance with applicable laws and regulations as a result, then
EWNM shall so notify Town and, if Town continues to withhold its consent to the Repair
at issue, EWNM may terminate this Agreement.

.3.3 Customer Connections.. EWNM shall be responsible for inspecting
customer connection points to the System to ensure compliance with applicable
regulations and Town ordinances, including without limitation, those pertaining to pre-
treatment or grease traps. If any customer connections .are .found to be noneompliant,
EWNM shall notify Town of that noncompliance, whereupon Town shall be responsible
for enforcement of the applicable regulations and ordinances. If Town does not require
the affected customer to comply with all applicable regulations or ordinances, and
EWNM reasonably believes, the .eontinning noncompliance by the customer may
adversely impact the performance of the collection or treatment.facilities comprising the
System,.EWNM shall have the right to terminate this Agreement.

3.4 On-Call Response. EWNM shall--24 hours per day, 7 days per week--
provide on-call response to emergency calls concerning the System within 4 hours of
notification. On-call response to non-emergency ealls received outside of EWNM’s
normal, business hours shall be responded to by noon of the next business day.

3.5 Water Quality. To the extent requested by Town, EWNM shall be
responsible for performing the water quality functions for the System in accordance vdth
customary utility practices and procedures and in compliance with all applicable State
and Federal laws and regulations, and with all applicable permits.
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3.6 New Customers. Town shall provide EWNM with notice of any new
customer connections to the System. EWNM shall inspect such new customer
connections to verify that Town and other regulatory requirements, including any
required pre-treatment or grease traps, have been met by the customer. Town shall
assure that EWNM’s verification inspections can occur during EWNM’s normal business
hours.

3.7 Customer Repairs. EWNM is not obligated under this Agreement to
provide services on any customer service line (i.e., "behind curb" repairs), except as may
be necessary to verify collection system blockage in a service line.

3.8 Equipment, Vehicles, Etc. EWNM shall provide at its own cost all
equipment, vehicles, tools and other capital items necessary to perform the services
described in this Article 3.

3.9 Insurance. EWNM shall obtain and maintain during the term of this
Agreement general commercial liability, vehicle liability and worker’s compensation
insurance. The amount of such general comprehensive insurance shall be two millio, n
dollars ($2,000,000) combined single bodily injury and property damage for each
occurrence. A certificate of insurance naming Town as an additional insured shall be
provided to Town within five (5) business days after the parties execute this Agreement.
In addition the certificate shall provide that thirty (30) calendar days’ notice must be
given; in writing, to Town of any pending Change-in the limits of liability or of any
cancellation or modifications of the policy.

3.10 EWNM’s Exclusive Obligations. EWNM’s obligations to operate and
maintain the System and to provide consultation services to Townunder this Agreement
are as described in this Article 3. EWNM shall haveno obligations in that regard except
as expressly provided in this Article 3. Without limiting the generality of the foregoing,
and for the avoidance of doubt, EWNM is not required under this Agreement to provide
or pay for chemicals or utilities charges relating to the System or the O&M Services.
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4. OBLIGATIONS OF TOWN

4.1 Capital Investment. Town shall be responsible for the costs of all capital
investments in the System during the Term.

4.2 Permits and Franchise Fee. Town shall maintain and pay the costs of all
permits required for the operation of the System. Town acknowledges that EWNM will
not be assessed any franchise fee in connection with its operation of the System.

4.3 Access to Information. To the extent such data and information is
available, Town shall furnish to EWNM all operational data and information related to
the System facilities that may reasonably be requested by EWNM, including such data
and information relating to periods prior to EWNM’s operation of the System. Term
shall furnish such data and information to EWNM within five (5) business days after
receiving such request.

4.4 Environmental Responsibilities. Town will immediately notify EWNM if
Town learns of, or has reason to believe there may be, hazardous waste or substances on
or under any of the .properties upon which the System is situated. If, during the
performance of any se~iees set forth in Article 3, EWNM discovers or reasonably
believes there is any such hazardous waste or substances on or under any of such the
properties, EWNM shall promptly notify Town of such discovery or belief. EWNM shall
not be responsible for: (i) the removal, disposal, clean up or remediation of any hazardous
waste or Substance; (ii) any costs or expenses related to the removal, disposal, clean-up
or remediation of any hazardous waste or substance, or (iii) the operation of the System
to the extent such operation will or may pose a risk to the health or safety of any EWNM
employee or contractor. Town shall be responsible for (i) removing, disposing, cleaning
up and reraediating any hazardous waste or substances on any of the properties upon
which the System is situated; and (ii) paying all costs and expenses for such removal,
disposal, clean up and remediation.

5. COMPENSATION

5.1 Service Fee. Fees shall be paid on a monthly basis throughout the term of
this Agreement in accordance with the attached Fee Schedule, subject to the following
adjustments:

This Agreement is intended to be of short duration until Town can
solicit bids for a permanent agreement. Nevertheless, if this Agreement remains in effect
longer than is eontemplatedby the Parties as of the Effective Date, not less than 30 days
before each anniversary of the Effective Date during the term of this Agreement, EWNM
shall deliver an updated Fee Sehedule to Town for the succeeding one year period.

b;    Unforeseen Expenses. Pursuant to the terms of this subsection
5.1.b, EWNM shall have the fight to pass through to Town any unforeseen costs incurred
by EWNM in connection with its operation ormaintenance of the System, including
without limitation, (i) additional costs resulting from changes to any applicable statute,
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rule or regulation impacting EWNM’s performance of its obligations under this
Agreement, (ii) additional activities required of EWNM in relation to a weather event
affecting the System, (iii) additional activities required of EWNM as the result of an
equipment failure affecting the System, and (iv) additional costs resulting from the
condition of the System when EWNM assumed operational responsibility for the System
under this Agreement. In eases involving a public or employee health or safety issue or
constituting an actual or potential violation of applicable laws and regulations relating to
the operation of the System, EWNM will provide notice reasonable under the
circumstances to Town of any such unforeseen costs, will promptly undertake the activity
relating to the unforeseen cost and will work together with Town in good faith to
minimize such costs. In cases not involving a public or employee health or safety issue
and not constituting an actual or potential violation of applicable laws and regulations
relating to the operation of the System, (x) EWNM will provide written notice of such
unforeseen costs to Town, (y) Town will provide its written response to EWNM’s
notification within 30 days indicating its approval or rejection of the unforeseen cost,
with Town’s non-response being deemed its rejection of such cost, and (z) if Town
rejects such unforeseen cost, EWNM shall not be required under this Agreement to take
the actions relating to the rejected unforeseen cost.

5.2 Compensation for Additional Services. In addition to the Service Fee,
Town shal! compensate EWNM for providing any additional services that relate to the
:System, arenot identified in Section 3 of this Agreement, and are requested and
~tuthorized by Town (the "Additional Servlees"). Town shall compensate EWNM for the
performance of any Additional Services on the basis of EWNM’s actual cost of service,
plus ten percent and applicable New Mexico Gross Receipts Tax.

513 Monthly Invoice. EWNM shall invoice Town monthly for the Service Fee
and any Additional Services provided by EWNM during the billing month ("Monthly
Invoice"). The Monthly Invoice shall include all required monthly and quarterly reports
and detail the Additional Services provided and the Cost of Service incun’ed by EWNM
to provide such Additional Services. Town shall pay the Monthly Invoice within thirty
(30) business days after receipt.

6. INDEMNIFICATION

6.1 Indemnification by EWNM. EWNM shall indemnify and hold harmless
Town from and against, and shall pay or .reimburse. Town for, any and all ¯losses,
damages, claims, costs and expenses, interest, awards, judgments, fmes and penalties
(including reasonable legal fees and costs), collectively "Damages" suffered or incurred
by it to the extent arising out of or resulting from negligence or willful misconduct on the
part of EWNM in connection with its services provided to Town pursuant to this
Agreement,: except.to .the extent Such Damages are caused by or contributed to by the
negligence or willful .mise0nduct of Town or its officers, directors, employees or
consultants, other than EWNM.

6.2 Inderrmifieation by Town. Town shall indemnify and hold harmless
EWNM from and against, and shall pay .or reimburse EWNM for, any and all Damages
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suffered or incurred by it to the extent arising out of or resulting from the System or its
operations, specifically including but not limited to any costs or expenses related to (i)
the condition of the System when EWNM assumed operational responsibility for the
System and (ii) the removal, disposal, clean-up or remediation of any hazardous waste or
substance discovered by EWNM or any other person or entity, except to the extent such
Damages are caused by the negligence or willful misconduct of EWNM, its officers,
directors, employees or consultants.

7. MISCELLANEOUS

7.1 Force Majeure. Neither EWNM nor Town shall be liable for any loss or
damage due to failure or delay in rendering any service or performing any obligation
required under this Agreement resulting from any cause beyond their reasonable control
including, but not limited to:~ acts of God, acts or omissions of civil or military authority;
acts or omissions of contractors or suppliers; fires; floods; epidemics; quarantine
restrictions; severe weather; strikes; embargoes; wars; terrorist activities; political strife;
riots; delays in transportation; or fuel, power, materials or labor shortages.

7.2 No Waiver. The failure of either party to enforce, at any time, the
provisions of this Agreement shall not constitute a waiver of such provisions in any way
or the right of Town or EWNM at any time to avail itself of such remedies as either may
have ’for any breach or breaches of such provisions.¯ The waiver of any specific provision
or requirement 0f this Agreement shall not constitute a waiver of any other provision or
requireme~lt. Any such waiver of. any specific provision or requirement of this
Agreement shall be inwriting signed by both parties.~         "

¯ ’ 7.3 Entire Agreement. This Agreement contains the entire agreement between
the parties hereto with respect to the transactions contemplated herein. This Agreement
supersedes all previous written and verbal agreements on the subjects of this Agreement
and shall not be amended or modified except in writing signed by all of the parties hereto.

7.4 Amendments. This Agreement may be amended, supplemented, or
interpreted at any time by a written inslntment executed by the parties hereto.

7.5 Assignment. No party may assign its rights, interests, or obligations under
this Agreement without the express written consent of the other parties. Any assignment
made without such written consent shall be. void.

7.6 Parties Bound..This Agreement shall be binding upon and inure to the
benefit of the parties hereto and theirrespective permitted successors and assigns.

.. 7.7 Notices. Any notice, .written request, or communication given pursuant to
the ¯provisions ofthisAgreement shall be deemed to be given (a): on the date of delivery,
if.delivered personally, (b)by faesimile~upon eonftrmation of receipt, provided that any
such notice shall given is also.mailed.or sent as provided in clause (c) below, (c) on the
first business day following the date of dispatch by recognized next day courier service,
or (d) on the fifth business day following, the date of mailing.of delivered by registered or
certified mail, return receipt requested, postage prepaid. All notices hereunder shall be
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delivered as set forth below, or pursuant to such other instructions as may be designated
in writing to the party to receive such notice; ..

If to the Town: Town of Edgewood
1911 Historic Route 66 (Town Hall)
Edgewood, NM 87015
Fax: 505-286-4519
Phone: 505-286-4518
Attention: Kay Davis McGiI1, Administrator

IftoEWNM: EPCOR Water New Mexico Inc.
38 Cactus Road, P:O. Box 370
Edgewood, NM 87015
Phone:’505-281-3294
Fax: 505-281-0219
Attention: Daniel Bailer, Vice President EWNM

or to such other addresses as the parties shall havespecified by notice in writing in
accordance with the terms of this section.

7.8 Severability. If any. provision of this Agreement is declared by any court
or agency to be unenforceable, the remaining provisions hereof shall remain in full force
and effect.

7.9 Headings. The headings preceding text. of Articles of this Agreement are
for convenience only and shall not be deemed part of this Agreement.

7.10 Attorneys Fees. In the eventof a dispute between the parties arising out of
this Agreement, the prevailing party, as defmed by New Mexico law, shall be entitled to
reasonable attorneys’ fees and costs incurred as a result of the dispute, whether the
dispute is resolved without litigation or is arbitrated or litigated in court.

7.1! Ooveming Law. This Agreement shall be construed and enforced in
accordance with the laws of the state of New Mexico.

7.12 Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed an original but all of which together shall
constitute one and the same instrument.
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IN WITNESS WHEREOF, the parties hereto.have duly executed this Agreement
as of the date first written above.

EPCOR WATER NEW MEXICO INC.

By:
Its:

TOWN OF EDOEWOOD



ITEM NO,

2

ITEM DESCRIPTION
First Month of Service

O&M of wastewater collection system, 5 + miles of gravity and force main, lift

station!.s), s.ta~dby generator
O&M of 150K gpd MBR wastewater treatment system and standby generator
including but not limited to daily, weekly and monthly operations, sampling,
analysis, and reporting in accordance with NMED Discharge Permit DP-1654.
Additional effort required to rehabilitate and restore the plant to operable
condition.
O&M of wastewater disposal system’, i~ciu’ding ~ffluent storage pond, 200 gpm
booster station, and 5 + miles reuse piping and hydrants

Total First Month Operating Cost - review near end first month

UNIT

month

month

..... mQntb

UNIT
PRICE

1 51,95o

1 .S.17,600

1 $, 1,2,00

TOTAL
PRICE

$1,950

$1,200

$20,750

ONE TIME ONLY STUDY TASKS TO DEVELOp C!P REQUIRE~E_NTS.(will take more than one m, gnth)

9**

11’*

Monitoring of each Commercial/Industrial DBcharger5 (lab charged to Town of
Edgewood) - 24 hour composite samples, transport of samples to lab and
analysis of lab results (Sites sa ,m, pled will be pre-approved by Edg,e~vood)
Inspect!on of grease traps and grease trap pumpi,ng recor.,d,s,
Review CCTV Inspection, of gravity sewers - Edgewood to Provide C’CTV
Performance check of lift station pumps - verify Pump rates, operating
pressure and,power draw
Performance check of disposal s~stem- verify pump rates, 0~erating pressure

and .power draw
Consultation services ..........
Field Technician

’i~ackh(~e With operator ~’nd laborer ...........

The one time tasks will be billed by the unit and unit price

Total
Starred tasks are essential for indentifing wastewater issues - Tota I cost of the
starred items :
These items are to establish an hours cost for these services if they are
requested by Edgewood

~nit
Custome~
Hour

~nit

lour
hour
hour

5440 57,040

81    $125

8 5125

$225
$12s
$85

4
1
1

1

$1,000

Sl, OOO

$s00
, ~125.
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Consolidated Financial Statements of

EPCOF~ UTILITIES INC.

Years ended December 31, 2015 and 2014



Management’s responsibility for financial reporting
The preparation and presentation of the accompanying consolidated financial statements of EPCOR Utilities Inc. are the
responsibility of management and the consolidated financial statements have been approved by the Board of Directors. In
management’s opinion, the consolidated financial statements have been prepared within reasonable limits of materiality in
accordance with International Financial Reporting Standards. The preparation of financial statements necessarily r~luires
judgment and estimation when events affecting the current year depend on determinations to be made in the future.
Management has exercised careful judgment where estimates were required, and these consolidated financial statements
reflect all information available to March 3, 2016. Financial information presented elsewhere is consistent with that in the
consolidated financial statements.

To discharge its responsibility for financial reporting, management maintains systems of internal controls designed to provide
reasonable assurance that the Company’s assets are safeguarded, that transactions are propedy authorized and that reliable
financial information is relevant, accurate and available on a timely basis. The internal control systems are monitored by
management, and evaluated by an internal audit function that regularly reports its findings to management and the Audit
Committee of the Board of Directors.

The consolidated financial statements have been audited by KPMG LLP, the Company’s external auditors. The extemal
auditors are responsible for auditing the consolidated financial statements and expressing their opinion on the fairness of the
financial statements in accordance with International Financial Reporting Standards. The auditors’ report outlines the scope of
their audit and states their opinion.

The Board of Directors, through the Audit Committee, is responsible for ensuring management fulfills its responsibilities for
financial reporting and Internal controls. The Audit Committee, which is composed of independent directors, meets regularly
with management, the internal auditors and the external auditors to satisfy itself that each group is discharging its
responsibilities with respect to internal controls and financial reporting. The Audit Committee reviews the consolidated financial
statements and management’s discussion and analysis and recommends their approval to the Board of Directors. The external
auditors have full and open access to the Audit Committee, with and without the presence of management. The Audit
Committee is also responsible for reviewing and recommending the external auditors and approving
the annual external audit plan.

On behalf of management,

,rt Lee
President and Chief Executive Officer

March 3, 2016

Guy Bridgeman
Senior Vice President and Chief Financial Officer
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Consolidated Financial Statements of

EPCOR UTILITIES INC.

Years ended December 31, 2016 and 2015



Management’s responsibility for financial reporting
The preparation and presentation of the accompanying consolidated financial statements of EPCOR Utilities Inc. are the
responsibility of management and the consolidated financial statements have been approved by the Board of Directors. In
management’s opinion, the consolidated financial statements have been prepared within reasonable limits of materiality in
accordance with International Financial Reporting Standards. The preparation of financial statements necessarily requires
judgment and estimation when events affecting the current year depend on determinations to be made in the future.
Management has exercised careful judgment where estimates were required, and these consolidated financial statements
reflect all information available to March 2, 2017. Financial information presented elsewhere is consistent with that in the
consolidated financial statements.

To discharge its responsibility for financial reporting, management maintains systems of internal controls designed to provide
reasonable assurance that the Company’s assets are safeguarded, that transactions are properly authorized and that relevant
financial information is reliable, accurate and available on a timely basis. The internal control systems are monitored by
management, and evaluated by an internal audit function that regularly reports its findings to management and the Audit
Committee of the Board of Directors.

The consolidated financial statements have been audited by KPMG LLP, the Company’s external auditors. The external
auditors are responsible for auditing the consolidated financial statements and expressing their opinion on the fairness of the
financial statements in accordance with International Financial Reporting Standards. The auditors’ report outlines the scope of
their audit and states their opinion.

The Board of Directors, through the Audit Committee, is responsible for ensuring management fulfills its responsibilities for
financial reporting and internal controls. The Audit Committee, which is composed of independent directors, meets regularly
with management, the internal auditors and the external auditors to satisfy itself that each group is discharging its
responsibilities with respect to internal controls and financial reporting. The Audit Committee reviews the consolidated financial
statements and management’s discussion and analysis and recommends their approval to the Board of Directors. The external
auditors have full and open access to the Audit Committee, with and without the presence of management. The Audit
Committee is also responsible for reviewing and recommending the annual appointment of the external auditors and approving
the annual external audit plan.

On behalf of management,

Stuart Lee
President and Chief Executive Officer

March 2, 2017

Guy Bridgeman
Senior Vice President and Chief Financial Officer
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KPMG LLP
2200, 10175 101 St NW
Edmonton AB T5J 0H3
Telephone (780) 429-7300
Fax (780) 429-7379
www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT

To the Shareholder of EPCOR Utilities Inc.

We have audited the accompanying consolidated financial statements of EPCOR Utilities Inc., which comprise the
consolidated statements of financial position as at December 31, 2016 and December 31,2015, the consolidated statements
of comprehensive income, changes in equity and cash flows for the years then ended, and notes, comprising a summary of
significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance
with International Financial Reporting Standards, and for such internal control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud
or error.

Auditors" Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our
audits in accordance with Canadian generally accepted auditing standards. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial

statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on our judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, we
consider internal control relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial position
of EPCOR Utilities Inc. as at December 31, 2016 and December 31,2015, and its consolidated financial performance and its

consolidated cash flows for the years then ended in accordance with International Financial Reporting Standards.

Chartered Professional Accountants
March 2, 2017
Edmonton, Canada



EPCOR UTILITIES INC.
Consolidated Statements of Comprehensive Income
(In millions of Canadian dollars)

Years ended December 31, 2016 and 2015

Revenues and other income:
Revenues (note 5)
Other income (note 5)

Operating expenses:

Energy purchases and system access fees

Other raw materials and operating charges

Staff costs and employee benefits expenses (note 6)
Depreciation and amortization (note 6)
Franchise fees and property taxes

Other administrative expenses (note 6)

Operating income
Finance expenses (note 7)
Fair value gain on available-for-sale investment in Capital Power reclassified from

other comprehensive income on sale of portion of investment (note 11)

Gains on equity accounted investment in Capital Power L.P. (note 11)
Impairment of available-for-sale investment in Capital Power (note 11)
Dividend income from available-for-sale investment in Capital Power

Equity share of income of Capital Power L.P.
Income before income taxes

Income tax expense (note 8)
Net income for the year - all attributable to the Owner of the Company
Other comprehensive income (loss):

Item that will not be reclassified to net income:
Re-measurements of net defined benefit plans

Items that have been or may subsequently be reclassified to net income:
Equity share of other comprehensive income of Capital Power L.P.
Equity share of other comprehensive income of

Capital Power L.P. realized in net income1 (note 11)
Fair value gain (loss) on available-for-sale investment in Capital Power (note 11)
Fair value gain on available-for-sale investment in Capital Power reclassified to net

income on sale of portion of investment (note 11)
Impairment of available-for-sale investment in

Capital Power reclassified to net income (note 11)
Unrealized gain (loss) on foreign currency translation

Comprehensive income for the year
- all attributable to the Owner of the Compan},

1

2016 2015

1,932 $ 1,996
14 22

1,946 2,018

722 792
201 242
275 275
189 178
99 97
81 69

1,567 1,653
379 365
(112) (117)

42
- 60
- (60)
9 10

5
318 263

(9) (3)
309 260

(1)

43

(42)

2

(9)
(60)

6O
(11) 61

(10) 54
(11) 56

298    $ 316
For the years ended December 31, 2016 and 2015, net of reclassification of income tax expense of nil and $2 million,
respectively.

The accompanying notes are an integral part of these consolidated financial statements
2



EPCOR UTILITIES INC.
Consolidated Statements of Financial Position
(In millions of Canadian dollars)

December 31, 2016 and 2015

2016 2015
ASSETS
Current assets:

Cash and cash equivalents (note 9)
Trade and other receivables (note 10)
Available-for-sale investment in Capital Power (note 11)

Inventories (note 12)

$ 191
325

6
14

536

36
620

15
671

Non-current assets:
Other financial assets (note 13) 265 317

Deferred tax assets (note 14) 84 77
Available-for-sale investment in Capital Power (note 11) - 167
Property, plant and equipment (note 15) 4,983 4,568
Intangible assets and 9oodwill (note 16) 293 288

5,625 5,417

TOTAL ASSETS $ 6,161 $ 6,088

LIABILITIES AND EQUITY
Current liabilities:

Trade and other payables (note 17)
Loans and borrowings (note 18)
Deferred revenue (note 19)
Provisions (note 20)
Derivatives (note 21)
Other liabilities (note 22)

Non-current liabilities:
Loans and borrowings (note 18)
Deferred revenue (note 19)
Deferred tax liabilities (note 14)
Provisions (note 20)

Derivatives (note 21)
Other liabilities (note 22)

$ 299
15
25
25

26

390

1,905
1,016

46
86

46

3,099
3,489Total liabilities

Equity attributable to the Owner of the Company:
Share capital (note 23)
Accumulated other comprehensive income (note 24)
Retained earnings

Total equity
TOTAL LIABILITIES AND EQUITY
Approved on behalf of the Board,

Hugh J. Bolton
Director and Chairman of the Board

24
86

2 562
2,672

$ 6,161

Vito Culmone
Director and Chairman of the Audit Committee

The accompanying notes are an integral part of these consolidated financial statements

259

242

32

37
2

27

599

1,875
959
35
84
10
11

2,974
3,573

24
97

2,394
2,515
6,088



EPCOR UTILITIES INC.
Consolidated Statements of Changes in Equity
(In millions of Canadian dollars)

December 31, 2016 and 2015

Equity at December 31,2014
Net income for the year
Other comprehensive

income (loss):
Re-measurements of

net defined benefit plans
Equity share of

other comprehensive
income of Capital Power L.P.

Equity share of
other comprehensive

income of Capital Power L.P.
realized in net income

Fair value loss
on available-for-sale

investment in Capital Power
Impairment of available-for-sale

investment in Capital Power
reclassified to net income

Unrealized gain on
foreign currency translation

Total comprehensive income (loss)
Dividends
Equity at December 31,2015

Accumulated other comprehensive income (loss)
Equity

Available- attributable
Investment for-sale Cumulative Employee

to the Owner
Share Cash flow    in Capital     financial translation    benefits of the
capital hedges Power assets account account Retained Company

(note 23) (note 24) (note 24) (note 24) (note 24) (note 24) earnings
$ 24 $ (5) $    12 $ 1 $ 44 $ (11) $ 2,275 $ 2,340

260 260

5 (14)

(60)

6O

61
(12) 61

24 1 105 (9)

26O
(141)

2,394

(9)

(60)

6O

61
316

(141)
2,515

Net income for the year
Other comprehensive

income (loss):
Re-measurements of

net defined benefit plans
Fair va~ue gain

on available-for-sale
investment in Capital Power

Fair value gain on
available-for-sale investment

in Capital Power reclassified
to net income on sale of

portion of investment
Unrealized loss on

foreign currency translation
Total comprehensive income (loss)
Dividends

E(]ui~ at December 31,2016

43

(42)

(1)

(11)
1 (11) (1)

$ 24 $ $ $ 2 $ 94 $ /10/ $

309

309
(141)

2,562

309

(I)

43

(42)

(11)
298
(141)

2,672

The accompanying notes are an integral part of these consolidated financial statements
4



EPCOR UTILITIES INC.
Consolidated Statements of Cash Flows
(In millions of Canadian dollars)

Years ended December 31, 2016 and 2015

Cash flows from (used in) operating activities:
Net income for the year
Reconciliation of net income for the year to cash from (used in) operating activities:

2016 2015

$ 309 $ 260

Interest paid
Finance expenses (note 7)
Income taxes recovered
Income tax expense (note 8)
Depreciation and amortization (note 6)
Change in employee benefits provisions
Contributions received (note 19)
Deferred revenue recognized (note 19)
Fair value change on derivative instruments (note 21)

(128) (116)
112 117

1 1
9 3

189 178
(8) (3)

21 30
(37) (24)

(2) (1)
Fair value gain on available-for-sale investment in Capital Power reclassified from other

comprehensive income on sale of portion of investment (note 11)
Gains on equity accounted investment in Capital Power L.P. (note 11)
Impairment of available-for-sale investment in Capital Power (note 11)
Equity share of income from Capital Power L.P.
Dividend income from available-for-sale investment in Capital Power
Other

Funds from operations
Change in non-cash operating working capital (note 26)

Net cash flows from operating activities
Cash flows from (used in) investing activities:

Acquisition or construction of property, plant and equipment and intangible assets1

(42)
(60)
60
(5)

(9) (10)
(3) 5

412 435
63 (19)

475 416

(502) (463)
Business acquisitions (note 25)
Proceeds on disposal of property, plant and equipment
Change in non-cash investing working capital (note 26)
Net payments received (advances) on other financial assets (note 13)
Payment of Gold Bar transfer fees

(51)
19 24
5 3

314 (55)
(1)

Net proceeds on sale of a portion of available-for-sale investment in Capital Power
Net proceeds on sale of a portion of equity accounted investment in Capital Power L.P.
Distributions received from Capital Power

Net cash flows from (used) in investing activities
Cash flows from (used in) financing activities:

Net repayment of short-term loans and borrowings
Proceeds from issuance of long-term loans and borrowings
Repayment of long-term loans and borrowings
Provisions
Dividends paid

Net cash flows used in financing activities
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of ),ear

1

204
216

12 19
1 (257)

(98) (5)
52

(141) (10)
7 (4)

(141) (141)
(321) (160)
155 (1)
36 37

$ 191 $    36

Interest payment of $5 million (2015 - $6 million is included in acquisition or construction of property, plant and equipment
and intangible assets.

The accompanying notes are an integral part of these consolidated financial statements
5



EPCOR UTILITIES INC.
Notes to the Consolidated Financial Statements
(Tabular amounts in millions of Canadian dollars unless otherwise indicated)

Years ended December 31,2016 and 2015

1. Nature of operations

EPCOR Utilities Inc. (the Company or EPCOR) builds, owns and operates electrical transmission and distribution
networks, water and wastewater treatment facilities and infrastructure, and provides electricity, water and natural gas
products and services to residential and commercial customers.

The Company operates in Canada and the United States (U.S.) with its registered head office located at 2000, 10423 -
101 Street NW, Edmonton, Alberta, Canada, TSH 0E8.

The common shares of EPCOR are owned by The City of Edmonton (the City). The Company was established by
Edmonton City Council under City Bylaw 11071.

2. Basis of presentation

(a) Statement of compliance

These consolidated financial statements have been prepared by management in accordance with International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB). These
consolidated financial statements were approved and authorized for issue by the Board of Directors on March 2,
2017.

(b) Basis of measurement

The Company’s consolidated financial statements are prepared on the historical cost basis, except for its beneficial
interest in the sinking fund held with the City, available-for-sale investment in Capital Power, derivative financial
instruments and contingent consideration, which are measured at fair value.

Significant accounting policies

The accounting policies set out below have been applied consistently to all years presented in these consolidated financial
statements unless otherwise indicated.

(a) Basis of consolidation

These consolidated financial statements include the accounts of EPCOR and its wholly owned subsidiaries at
December 31, 2016. Subsidiaries are entities controlled by the Company. The Company controls an entity when it is
exposed to, or has rights to, variable returns from the performance of the entity and has the ability to affect those
returns through its control over the entity. Subsidiaries are fully consolidated from the date on which EPCOR obtains
control, and continue to be consolidated until the date that such control ceases to exist. All intercompany balances
and transactions have been eliminated on consolidation. Unrealized gains arising from transactions with equity-
accounted associates are eliminated against the investment to the extent of the Company’s interest in the investee.
Unrealized losses are eliminated in the same way as unrealized gains, but only to the extent that there is no evidence
of impairment. The financial statements of the subsidiaries are prepared for the same reporting period as EPCOR,
using consistent accounting policies.

(b) Changes in significant accounting policies

The Company adopted amendments to various accounting standards effective January 1, 2016 and the amendments
did not have a significant impact on these consolidated financial statements.

(c) Business combinations and goodwill

Acquisitions of subsidiaries and businesses are accounted for using the acquisition method. The determination of
whether or not an acquisition meets the definition of business combination under IFRS requires judgment and is
assessed on a case by case basis. The consideration for an acquisition is measured at the fair value of the assets
given, equity instruments issued and liabilities incurred or assumed at the date of acquisition in exchange for control
of the acquired business. The consideration transferred does not include amounts related to the settlement of pre-
existing relationships. Such amounts are recognized in net income. Transaction costs that the Company incurs in
connection with a business combination, other than those associated with the issue of debt or equity securities, are
expensed as incurred.



EPCOR UTILITIES INC.
Notes to the Consolidated Financial Statements
(Tabular amounts in millions of Canadian dollars unless otherwise indicated)

Years ended December 31,2016 and 2015

Identifiable assets acquired and liabilities assumed in a business combination are measured initially at their fair
values at the date of acquisition. Any contingent consideration payable is measured at fair value at the acquisition
date. If the contingent consideration is classified as equity then it is not re-measured and settlement is accounted for
within equity. Subsequent changes in the fair value of contingent consideration that is not classified as equity are
recognized in net income.

Goodwill is measured as the excess of the fair value of the consideration transferred less the fair value of the
identifiable assets acquired and liabilities assumed. Subsequently, goodwill is measured at cost less accumulated
impairment losses, if any. Goodwill is reviewed for impairment annually or more frequently if events or changes in
circumstances indicate the carrying amount may be impaired. Impairment is determined by assessing the recoverable
amount of the cash generating unit to which goodwill relates. Where the recoverable amount of the cash generating
unit is less than the carrying amount, an impairment loss is recognized.

(d) Revenue recognition

Revenue is recognized to the extent that it is probable that economic benefits will flow to the Company for the
provision of goods or services and where the revenue can be reliably measured. Revenues are measured at the fair
value of the consideration received or to be received, excluding discounts, rebates and sales taxes or duty.

Certain water services contracts contain multiple-deliverables arrangements. Each deliverable that is considered to
be a separate unit of account is accounted for individually. Significant judgment is required to determine an
appropriate allocation of the total contract value to each unit of account based on the relative fair values of each unit.
If the fair value of the delivered item is not reliably measurable, then revenue is allocated based on the difference
between the total arrangement consideration and the fair value of the undelivered units of account. The primary
identifiable deliverables under such contracts are plant construction and project upgrades and expansions, financing
or leasing of upgrades, and facilities operations and maintenance.

The Company’s principal sources of revenue and recognition of these revenues for financial statement purposes are
as follows:

Sale of goods

Revenues from sales of electricity and water are recognized upon delivery. These revenues include an estimate of
the value of electricity and water consumed by customers and billed subsequent to the reporting period.

Revenues from the sale of other goods are recognized when the products have been delivered and collectability is
probable.

Provision of services

Revenues from the provision of electricity distribution and transmission services and wastewater treatment services
are recognized over the period in which the service is performed and collectability is reasonably assured. Revenues
from the provision of other services are recognized when the services have been rendered and collectability is
probable.

Construction contracts

Contract revenue from the construction of water and wastewater treatment plants and other project upgrades and
expansions provided to customers is recognized in profit or loss on the percentage of completion basis when the
projected final cost of a construction contract can be reliably estimated. Contract revenue includes the initial amount
agreed in the contract plus any variations in contract work, claims and incentive payments, to the extent that it is
probable that they will result in revenue and can be reliably measured. Percentage of completion is estimated based
on an assessment of progress towards the completion of contract tasks. These estimates may result in the
recognition of unbilled receivables when the revenues are earned prior to billing customers. If progress billings
exceed costs incurred plus recognized profits, then the difference is presented as deferred revenue in the statement
of financial position. Contract expenses are recognized as incurred unless they create an asset related to future
contract activity.



EPCOR UTILITIES INC.
Notes to the Consolidated Financial Statements
(Tabular amounts in millions of Canadian dollars unless otherwise indicated)

Years ended December 31,2016 and 2015

(e)

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognized only to the
extent of contract costs incurred that are likely to be recoverable.

Provisions for estimated losses on uncompleted contracts are made for the full amount of the projected loss in the
period in which the losses are identified. Revenues and costs related to variations are included in the total estimated
contract revenue and expenses when it is probable that the customer will approve the variation and the amount of
revenue arising from the variation can be reliably measured.

Revenues eamed under finance leases

Finance income earned from arrangements where the Company leases water and wastewater assets to customers
are accounted for as finance leases, as described in note 3(h).

Interest income

Revenue from the financing of project upgrades and expansions is recognized over the term of each contract using
the effective interest method based on the fair value of the loan calculated at inception for each contract.

Interest income related to the loans receivable from Capital Power are recognized over the terms of the loans based
on the interest rate applicable to each loan.

I ncome taxes

Under the Income Tax Act (Canada) (ITA), a municipally owned corporation is subject to income tax on its taxable
income if the income from activities for any relevant period that was earned outside the geographical boundaries of
the municipality exceeds 10% of the corporation’s total income for that period. As a result of these and other
provisions, certain Canadian subsidiaries of the Company are taxable under the ITA and provincial income tax acts.
The U.S. subsidiaries are subject to income taxes pursuant to U.S. federal and state income tax laws.

Current income taxes for the current or prior periods are measured at the amount expected to be recovered from or
payable to the taxation authorities based on the tax rates that are enacted or substantively enacted by the end of the
reporting period.

Deferred tax assets and liabilities are recognized for the deferred tax consequences attributable to differences
between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases.
Deferred tax assets and liabilities are measured using enacted or substantively enacted rates of tax expected to apply
to taxable income in the years in which those temporary differences are expected to be recovered or settled. The
effect of a change in tax rates on deferred tax assets and liabilities is recognized in income in the period that includes
the date of enactment or substantive enactment. Deferred tax assets and liabilities are offset if there is a legally
enforceable right to offset current tax liabilities and assets, and they relate to income taxes levied by the same tax
authority on the same taxable entity, or on different tax entities, but they intend to settle current tax liabilities and
assets on a net basis or their tax assets and liabilities will be realized simultaneously.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the
extent that it is probable that future taxable profits will be available against which they can be utilized. Deferred tax
assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in subsidiaries
except where the Company is able to control the timing of the reversal of the temporary differences, and it is probable
that the temporary difference will not reverse in the foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with investments in subsidiaries are only recognized to the extent that the
temporary difference will reverse in the foreseeable future and the Company judges that it is probable that there will
be sufficient taxable income against which to utilize the benefits of the temporary differences. Deferred tax assets and
liabilities are not recognized if the temporary difference arises from the initial recognition of goodwill arising from a
business combination or from the initial recognition (other than in a business combination) of other assets and
liabilities in a transaction that affects neither taxable income nor accounting income.



EPCOR UTILITIES INC.
Notes to the Consolidated Financial Statements
(Tabular amounts in millions of Canadian dollars unless otherwise indicated)

Years ended December 31,2016 and 2015

Current and deferred taxes are recognized in profit or loss except to the extent that they relate to items recognized
directly in equity or in other comprehensive income.

(f) Cash and cash equivalents

Cash and cash equivalents include cash and short-term, highly liquid investments that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value.

(g) Inventories

Small parts and other consumables, the majority of which are consumed by the Company in the provision of its goods
and services, are valued at the lower of cost and net realizable value. Cost includes the purchase price,
transportation costs and other costs to bring the inventories to their present location and condition. The costs of
inventory items that are interchangeable are determined on an average cost basis. For inventory items that are not
interchangeable, cost is assigned using specific identification of their individual costs. Net realizable value is the
estimated selling price in the ordinary course of business, less the estimated costs of completion and the estimated
costs necessary to make the sale. Previous write downs of inventories from cost to net realizable value can be fully
or partially reversed if supported by economic circumstances. The Company estimates the value of inventory that is
expected to be used in the construction of property, plant and equipment (PP&E) and reports this value as
construction work in progress under PP&E.

(h) Lease arrangements

At the inception of an arrangement entered into for the use of an asset, the Company determines whether such an
arrangement is, or contains, a lease. A specific asset is the subject of a lease if fulfillment of the arrangement is
dependent on the use of the specific asset and the arrangement conveys a right to use the asset. An arrangement
conveys the right to use the asset if the right to control the use of the underlying asset is transferred. Where it is
determined that the arrangement contains a lease, the Company classifies the lease as either a finance or operating
lease dependent on whether substantially all the risks or rewards of ownership of the asset have been transferred.

Where the Company is the lessor, finance income related to leases or arrangements accounted for as finance leases
is recognized in a manner that produces a constant rate of return on the net investment in the lease. The net
investment in the lease is the aggregate of net minimum lease payments and unearned finance income discounted at
the interest rate implicit in the lease. Unearned finance income is deferred and recognized in net income over the
lease term.

Where the Company is the lessee, leases or other arrangements that transfer substantially all of the benefits and
risks of ownership of property to the Company are classified as finance leases. All other arrangements that are
determined to contain a lease are classified as operating leases. Rental payments under arrangements classified as
operating leases are expensed on a straight-line basis over the term of the lease. Lease incentives received are
recognized as an integral part of the total lease expense, over the term of the lease.

(i) Property, plant and equipment

PP&E are recorded at cost, net of accumulated depreciation and accumulated impairment losses, if any.

Cost includes contracted services, materials, direct labor, directly attributable overhead costs, borrowing costs on
qualifying assets and decommissioning costs. Where parts of an item of PP&E have different estimated economic
useful lives, they are accounted for as separate items (major components) of PP&E.

The cost of major inspections and maintenance is recognized in the carrying amount of the item if the asset
recognition criteria are satisfied. The carrying amount of a replaced part is derecognized. The costs of day-to-day
servicing are expensed as incurred.

Depreciation of cost less residual value is charged on a straight-line basis over the estimated economic useful lives of
items of each depreciable component of PP&E, from the date they are available for use, as this most closely reflects
the expected usage of the assets. Land and construction work in progress are not depreciated. Estimating the
appropriate economic useful lives of assets requires significant judgment and is generally based on estimates of life
characteristics of similar assets. The estimated economic useful lives, methods of depreciation and residual values



EPCOR UTILITIES INC.
Notes to the Consolidated Financial Statements
(Tabular amounts in millions of Canadian dollars unless otherwise indicated)

Years ended December 31,2016 and 2015

are reviewed annually with any changes adopted on a prospective basis.

The ranges of estimated economic useful lives for PP&E assets used are as follows:

Water and wastewater treatment and distribution
Electricity transmission and distribution
Retail systems and equipment
Corporate information systems and equipment
Leasehold improvements

3 - 95 years
3 - 65 years
3 - 8 years

2 - 15 years
5 - 25 years

Gains and losses on the disposal of PP&E are determined as the difference between the net disposal proceeds and
the carrying amount at the date of disposal. The gains or losses are included within depreciation and amortization.

(j) Capitalized borrowing costs

The Company capitalizes interest during construction of a qualifying asset using the weighted average cost of debt
incurred on the Company’s external borrowings or specific borrowings used to finance qualifying assets. Qualifying
assets are considered to be those that take a substantial period of time to construct.

(k) Intangible assets

Intangible assets with finite lives are stated at cost, net of accumulated amortization and impairment losses, if any.
The cost of a group of intangible assets acquired in a transaction, including those acquired in a business combination
that meet the specified criteria for recognition apart from goodwill, is allocated to the individual assets acquired based
on their relative fair value.

Customer rights represent the costs to acquire the rights to provide electricity services to particular customer groups
for a finite period of time. Other rights represent the costs to acquire the rights, for finite periods of time, to access
electricity delivery corridors, to the supply of water, to provide sewage treatment and transportation services, to
withdraw groundwater and to the supply of potable water for emergency and peak purposes. Customer and other
rights are recorded at cost at the date of acquisition. A subsequent expenditure is capitalized only when it increases
the future economic benefit in the specific asset to which it relates.

The cost of intangible software includes the cost of license acquisitions, contracted services, materials, direct labor,
along with directly attributable overhead costs and borrowing costs on qualifying assets.

Amortization of the cost of finite life intangible assets is recognized on a straight-line basis over the estimated
economic useful lives of the assets, from the date they are available for use, as this most closely reflects the
expected usage of the asset. Work in progress is not amortized. The estimated economic useful lives and methods of
amortization are reviewed annually with any changes adopted on a prospective basis.

The estimated economic useful lives for intangible assets with finite lives are as follows:

Customer rights 20 years

Software 2 - 20 years
Other rights 12 - 50 years

Water rights 100 years

Certificates of convenience and necessity (CCN) represent the costs to acquire the exclusive rights for the Company
to serve within its specified geographic areas in the U.S. for an indefinite period of time. CCN are not amortized but
are subject to review for impairment at the end of each reporting period.

Gains or losses on the disposal of intangible assets are determined as the difference between the net disposal
proceeds and the carrying amount at the date of disposal. The gains or losses are included within depreciation and
amortization.
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EPCOR UTILITIES INC.
Notes to the Consolidated Financial Statements
(Tabular amounts in millions of Canadian dollars unless otherwise indicated)

Years ended December 31,2016 and 2015

(I) Service concession arrangements

Service concession arrangements are contracts between the Company and government entities and can involve the
design, build, finance, operation and maintenance of public infrastructure in which the government entity controls (i)
the services provided by the Company and (ii) significant residual interest in the infrastructure. Service concession
arrangements are classified in one of the following categories:

(ii)

financial asset
The Company recognizes a financial asset arising from service concession arrangement when it has an
unconditional right to receive a specified amount of cash or other financial asset over the life of the arrangement.
The financial asset is measured at the fair value of consideration received or receivable. When the Company
delivers more than one category of activities in a service concession arrangement, the consideration received or
receivable is allocated by reference to the relative fair value of the activity, when amounts are separately
identifiable.

intangible asset
The Company recognizes an intangible asset arising from service concession arrangement when it has a right to
charge for usage of the public infrastructure. The intangible asset, recognized as consideration for providing
construction or upgrade services under a service concession arrangement, is measured at fair value upon initial
recognition. Subsequent to initial recognition, the intangible asset is measured at cost less accumulated
amortization and impairment losses, if any.

Revenue under the service concession arrangements is recognized as per the revenue recognition policy of the
Company described in note 3(d) by reference to each activity when the amount of revenue is separately identifiable.

The accounting for investment in contracts with government entities requires the application of judgment in
determining if they fall within the scope of IFRIC 12 - Service Concession Arrangements (IFRIC 12). Additional
judgment also needs to be exercised when determining, among other things, the classification to be applied to the
service concession asset (i.e. financial asset or intangible asset), allocation of consideration between revenue
generating activities, classification of cost incurred on such concessions and the effective interest rate to be applied to
the service concession asset. Contracts falling under IFRIC 12 require use of estimates over the term of the
arrangement, and therefore any change in the long term estimates could result in significant variation in the amounts
recognized under service concession arrangements.

(m) Deferred revenue

(n)

Certain assets may be acquired or constructed using non-repayable government grants or contributions from
developers or customers. Non-refundable contributions received towards construction or acquisition of an item of
PP&E which are used to provide ongoing service to a customer are recorded as deferred revenue and are amortized
on a straight line basis over the estimated economic useful lives of the assets to which they relate.

Provisions

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the
obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the liability. The increase in the
provision due to the passage of time is recognized as a financing expense over the estimated time period until
settlement of the obligation. Significant judgment is required to determine whether a past event results in a liability
that is recognized in the statement of financial position. In addition, quantifying such provision also involves a certain
amount of estimation in respect of the amount and timing of outflows of economic benefits and therefore it is possible
that the assumptions used in measuring the provision may differ from future outcomes and the impact of such
variations could be material.

The Company recognizes a decommissioning provision in the period in which a legal or constructive obligation is
incurred. A corresponding asset for the decommissioning cost is added to the carrying amount of the associated
PP&E, and is depreciated over the estimated useful life of the asset.
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Years ended December 31,2016 and 2015

The Company may receive contributions from customers, homebuilders, real estate developers, and others to fund
construction necessary to extend service to new areas. Certain of these contributions may be refunded over a limited
period of time as new customers begin to receive service or other contractual obligations are fulfilled. The portion of
contributions which are estimated to be refunded in the future are recorded as provisions. The remaining
contributions are classified as deferred revenue.

(o) Employee benefits

The employees of the Company are either members of the Local Authorities Pension Plan (LAPP) or other defined
benefit or defined contribution pension plans.

The LAPP is a multi-employer defined benefit pension plan. The trustee of the plan is the Alberta President of
Treasury Board and Minister of Finance and the plan is administered by a Board of Trustees. The Company and its
employees make contributions to the plan at rates prescribed by the Board of Trustees to cover costs and an
unfunded liability under the plan. The rates are based on a percentage of the pensionable salary. The most recent
actuarial report of the plan discloses an unfunded liability. It is accounted for as a defined contribution plan as the
LAPP is not able to provide information which reflects EPCOR’s specific share of the defined benefit obligation or
plan assets that would enable the Company to account for the plan as a defined benefit plan. Accordingly, the
Company does not recognize its share of any plan surplus or deficit.

The Company maintains additional defined contribution and defined benefit pension plans to provide pension benefits
to certain management employees and employees who are not otherwise served by the LAPP, including employees
of new or acquired operations. Employees not otherwise served by LAPP comprise less than 17% of total employees
(2015- 17%).

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided. A liability for short-term employee benefits is recognized for the amount expected to be paid if the
Company has a legal or constructive obligation to pay this amount as a result of past service provided by the
employee and the obligation can be estimated reliably.

The Company recognizes the contribution payable to a defined contribution plan as an expense and a liability in the
period during which the service is rendered.

(p) Derivative financial instruments

The Company uses various risk management techniques to reduce its exposure to movements in electricity prices,
interest rates and foreign currency exchange rates. These include the use of derivative financial instruments such as
forward contracts or contracts-for-differences and interest rate swaps. Such instruments may be used to establish a
fixed price for electricity, fixed interest rates for borrowings or anticipated transactions denominated in a foreign
currency. Embedded derivatives are separated from the host contract and accounted for as a derivative if certain
criteria are met.

The Company sells electricity to customers under a Regulated Rate Tariff (RRT). As part of the RRT, the amount of
electricity to be economically hedged, the hedging method and the electricity selling prices to be charged to these
customers is determined by a regulatory approved Energy Price Setting Plan (EPSP). Under the EPSP, the Company
manages its exposure to fluctuating wholesale electricity spot prices and consumption volume by entering into
financial electricity purchase contracts up to 120 days in advance of the month of consumption in order to
economically hedge the price of electricity under a well-defined risk management process set out in the EPSP. Under
these instruments, the Company agrees to exchange, with a single creditworthy and adequately secured
counterparty, the difference between the Alberta Electric System Operator (AESO) market price and the fixed
contract price for a specified volume of electricity for the forward months, all in accordance with the EPSP. The
Company may enter into additional financial electricity purchase contracts outside the EPSP to further economically
hedge the price of electricity.

Interest rates swaps are used by the Company to manage interest rate risks associated with long-term loans and
borrowings and result in securing fixed interest rates over the term of the loans and borrowings against the floating
interest rate.
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Years ended December 31,2016 and 2015

Foreign exchange forward contracts may be used by the Company to manage foreign exchange exposures,
consisting mainly of U.S. dollar exposures, resulting from anticipated transactions denominated in foreign currencies.

All derivative financial instruments are recorded at fair value as derivative assets or derivative liabilities on the
statement of financial position, to the extent they have not been settled, with all changes in the fair value of
derivatives recorded in net income. At initial recognition, transaction costs attributable to the derivative financial
instruments are recognized in net income.

The fair value of derivative financial instruments reflects changes in the electricity prices, interest rates and foreign
exchange rates. Fair value is determined based on exchange or over-the-counter price quotations by reference to bid
or asking price, as appropriate, in active markets. Fair value amounts reflect management’s best estimates using
external readily observable market data, such as forward prices, interest rates, foreign exchange rates and discount
rates for time value. It is possible that the assumptions used in establishing fair value amounts will differ from future
outcomes and the impact of such variations could be material.

(q) Non-derivative financial instruments

Financial assets are identified and classified as one of the following: measured at fair value through profit or loss,
loans and receivables, or available-for-sale financial assets. Financial assets are measured at fair value through profit
or less if classified as held for trading or designated as such upon initial recognition. Financial liabilities are classified
as measured at fair value through profit or loss or as other financial liabilities.

Financial assets and financial liabilities are presented on a net basis when the Company has a legally enforceable
right to set eff the recognized amounts and intends to settle on a net basis or to realize the asset and settle the
liability simultaneously.

Financial instruments at fair value through profit or loss

The Company may designate financial instruments as measured at fair value through profit or loss when such
financial instruments have a reliably determinable fair value and where doing so eliminates or significantly reduces a
measurement or recognition inconsistency that would otherwise arise from measuring assets and liabilities or
recognizing gains and losses on them on a different basis.

Upon initial recognition, directly attributable transaction costs are recognized in net income as incurred. Changes in
fair value of financial instruments measured at fair value through profit or loss are recognized in net income.

Loans and receivables

Cash and cash equivalents, trade and other receivables, and other financial assets are classified as loans and
receivables.

The Company’s loans and receivables are recognized initially at fair value plus directly attributable transaction costs,
if any. After initial recognition, they are measured at amortized cost using the effective interest method less any
impairment as described in note 3(r). The effective interest method calculates the amortized cost of a financial asset
or liability and allocates the finance income or expense over the term of the financial asset or liability using an
effective interest rate. The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument, or a shorter period when appropriate, to the net carrying
amount of the financial asset or financial liability.

A vailable-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale and
that are not classified in other categories. These assets are initially recognized at fair value plus directly attributable
transaction costs. Subsequent to initial recognition, they are measured at fair value with unrealized gains and losses,
other than impairment losses, recognized in other comprehensive income and presented within equity in the fair value
reserve. On derecognition of an available-for-sale financial asset, the cumulative gain or loss that was previously held
in equity is transferred to net income.
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The Company’s beneficial interest in the sinking fund with the City and available-for-sale investment in Capital Power
do not meet the criteria for classification in any of the previous categories and are classified as available-for-sale
financial assets and measured at fair value with changes in fair value reported in other comprehensive income until it
is disposed of or becomes impaired, as described in note 3(r).

Other financial fiabilities

The Company’s trade and other payables, debentures and borrowings, contributions from customers and developers
and other liabilities are classified as other financial liabilities and recognized on the date at which the Company
becomes a party to the contractual arrangement. Other financial liabilities are derecognized when the contractual
obligations are discharged, cancelled or expire.

Other financial liabilities are initially recognized at fair value including debenture discounts and premiums, plus
directly attributable transaction costs, such as issue expenses, if any. Subsequently, these liabilities are measured at
amortized cost using the effective interest rate method.

(r) Impairment of financial assets

The Company’s financial assets held as loans and receivables or available-for-sale assets are assessed for indicators
of impairment at each reporting date. An impairment loss for financial assets is recorded when it is identified that
there is objective evidence that one or more events has occurred, after the initial recognition of the asset, that has
had a negative impact on the estimated future cash flows of the asset and that can be reliably estimated. The
objective evidence for these types of assets is as follows:

(ii)

(iii)

For listed and unlisted investments in equity securities classified as available-for-sale, a significant or prolonged
decline in the fair value of the investment below its cost is considered to be objective evidence of impairment.
Impairment losses recognized are not reversed in subsequent periods.

For all other financial assets, including finance lease receivables, objective evidence of impairment includes
significant financial difficulty of the counterparty or default or delinquency in interest or principal payments.

Trade receivables and other assets that are not assessed for impairment individually are assessed for
impairment on a collective basis. Objective evidence of impairment includes the Company’s past experience of
collecting payments as well as observable changes in national or local economic conditions.

For financial assets carried at amortized cost, the amount of the impairment loss recognized is the difference between
the asset’s carrying amount and the present value of estimated future cash flows discounted at the asset’s original
effective interest rate. If, in a subsequent period, the amount of the estimated impairment loss increases or decreases
because of an event occurring after the impairment was recognized, the previously recognized impairment loss is
adjusted within net income.

(s) Impairment of non-financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to determine
whether there is any indication of impairment. Non-financial assets include PP&E, intangible assets and goodwill. For
goodwill and intangible assets that have indefinite useful lives or that are not yet available for use, the recoverable
amount is estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-ta× discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely independent of the cash
inflows of other assets or groups of assets (the cash-generating unit, or CGU). For the purposes of goodwill
impairment testing, goodwill acquired in a business combination is allocated to the CGU, or the group of CGUs, that
is expected to benefit from the synergies of the combination. This allocation is subject to an operating segment ceiling
test and reflects the lowest level at which that goodwill is monitored for internal reporting purposes.
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The Company’s corporate assets do not generate separate cash inflows. If there is an indication that a corporate
asset may be impaired, then the recoverable amount is determined for the CGU to which the corporate asset
belongs.

An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognized in net income. Impairment losses recognized in respect of CGUs are
allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying
amounts of the other assets in the unit (group of units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other non-financial assets, impairment losses
recognized in prior periods are assessed at each reporting date for any indications that the loss has decreased or no
longer exists. An impairment loss is reversed if there has been a fundamental change, since the date of impairment,
which may improve the financial performance of the non-financial asset. An impairment loss is reversed only to the
extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortization, if no impairment loss had been recognized.

(t) Foreign currency transactions and translation

Foreign currency transactions

Transactions denominated in currencies other than the Canadian dollar are translated at exchange rates in effect at
the transaction date. At each reporting date, monetary assets and liabilities denominated in foreign currencies are
translated at the exchange rate in effect at the end of the reporting period. Other non-monetary assets and liabilities
are not retranslated unless they are carried at fair value. The resulting foreign exchange gains and losses are
included in net income.

Foreign operations translation

On consolidation, the assets and liabilities of foreign operations that have a functional currency other than Canadian
dollars are translated into Canadian dollars at the exchange rates in effect at the end of the reporting period.
Revenues and expenses are translated at the average monthly exchange rates prevailing during the period. The
resulting translation gains and losses are deferred and included in the cumulative translation account in accumulated
other comprehensive income. The functional currency of the Company’s U.S. operations is the U.S. dollar.

(u) Segment reporting

An operating segment is a component of the Company that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the Company’s
other components. Transactions between segments are made under terms that approximate market value. The
accounting policies of the segments are the same as those described in note 3 and other relevant notes and are
measured in a manner consistent with that of the consolidated financial statements. The results for all operating
segments, for which discrete financial information is available, are reviewed regularly by the Company’s management
to assess its performance and make decisions about resources to be allocated to the segment.

Segment results that are reported to management include items directly attributable to the segment as well as those
that can be allocated on a reasonable and consistent basis. Unallocated items comprise mainly corporate assets,
head office expenses and income tax assets and liabilities.

Segment capital expenditure is the total cost incurred during the period to acquire or construct PP&E and intangible
assets other than goodwill.

The Company uses significant judgment in identification and aggregation of business segments. In particular, the
Canadian and U.S. water operating segments are aggregated as one reportable segment since both operating
segments offer similar water and wastewater services, the processes to treat water and wastewater are similar in
both operating segments, the customer bases for each operating segment are similar, and both segments operate
under similar rate-regulations.
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(v) Standards and interpretations not yet applied

A number of new standards, amendments to standards and interpretations have been issued by the IASB and the
International Financial Reporting Interpretations Committee the application of which is effective for periods beginning
on or after January 1, 2017. Those which may be relevant to the Company and may impact the accounting policies of
the Company are set out below. The Company does not plan to adopt these standards early. The extent of the impact
of adoption of the standards has not yet been determined.

IFRS 9 - Financial Instruments (IFRS 9), which replaces IAS 39 - Financial Instruments: Recognition and
Measurement, eliminates the existing classification of financial assets and requires financial assets to be measured
based on the business model in which they are held and the characteristics of their contractual cash flows. Gains and
losses on re-measurement of financial assets at fair value will be recognized in profit or loss, except for an investment
in an equity instrument which is not held-for-trading. Changes in fair value attributable to changes in credit risk of
financial liabilities measured under the fair value option will be recognized in other comprehensive income with the
remainder of the change recognized in profit or loss unless an accounting mismatch in profit or loss occurs at which
time the entire change in fair value will be recognized in profit or loss. Derivative liabilities that are linked to and must
be settled by delivery of an unquoted equity instrument must be measured at fair value. The impairment model has
also been amended by introducing a new ’expected credit loss’ model for calculating impairment, and new general
hedge accounting requirements. The effective date for implementation of IFRS 9 has been set for annual periods
beginning on or after January 1, 2018.

IFRS 15 - Revenue from Contracts with Customers (IFRS 15), which replaces IAS 11 - Construction Contracts and
IAS 18 - Revenue and related interpretations, is effective for annual periods commencing on or after January 1,2018.
IFRS 15 introduces a new single revenue recognition model for contracts with customers and two approaches to
recognizing revenue: at a point in time or over time. The model features a contract-based five-step analysis of
transactions to determine whether, how much and when revenue is recognized. New estimates and judgmental
thresholds have been introduced, which may affect the amount and / or timing of revenue recognized. The
requirements of the standard also apply to the recognition and measurement of gains and losses on sale of some
non-financial assets that are not part of the entity’s ordinary activities.

IFRS 16 - Leases (IFRS 16), which replaces IAS 17 - Leases (IAS 17), is effective for annual periods commencing
on or after January 1, 2019. IFRS 16 combines the existing dual model of operating and finance leases in IAS 17 into
a single lessee model. Under the new single lessee model, a lessee will recognize lease assets and lease liabilities
on the statement of financial position initially measured at the present value of unavoidable lease payments. IFRS 16
will also cause expenses to be higher at the beginning and lower towards the end of a lease, even when payments
are consistent throughout the term. Leases for duration of twelve months or less and leases of low value assets are
exempted from recognition on the statement of financial position. Lessors will continue with a dual lease classification
model and the classification will determine how and when a lessor will recognize lease revenue and what assets will
be recorded.

4. Use of judgments and estimates

The preparation of the Company’s consolidated financial statements in accordance with IFRS requires management to
make judgments in the application of accounting policies, and estimates and assumptions that affect the reported amounts
of income, expenses, assets and liabilities as well as the disclosure of contingent assets and liabilities at the date of the
consolidated financial statements.

(a) Judgments

Information about critical judgments in applying accounting policies that have the most significant effect on the
amounts recognized in the consolidated financial statements are included in notes:

Note 3(c) - Business acquisitions
Note 3(d) - Revenue recognition
Note 3(I) - Service concession arrangements
Note 3(n) - Provisions
Note 3(u) - Segment reporting
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(b) Estimates

The Company reviews its estimates and assumptions on an ongoing basis and uses the most current information
available and exercises careful judgment in making these estimates and assumptions. Adjustments to previous
estimates, which may be material, are recorded in the period in which they become known. Actual results may differ
from these estimates.

Assumptions and uncertainties that have a significant risk of resulting in a material adjustment within the next
financial year include:

Revenues

By regulation, electricity wire service providers in Alberta have four months to submit the final electricity load
settlement data after the month in which such electricity was consumed. The data and associated processes and
systems used by the Company to estimate electricity revenues and costs, including unbilled consumption, are
complex. The Company’s estimation procedures will not necessarily detect errors in underlying data provided by
industry participants including wire service providers and load settlement agents.

Fair value measurement

For accounting measures such as determining asset impairments, purchase price allocations for business
combinations, recording financial assets and liabilities, and the recording and disclosure of certain non-financial
assets, the Company is required to estimate the fair value of certain assets or obligations. Estimates of fair value may
be based on readily determinable market values or on depreciable replacement cost or discounted cash flow
techniques employing estimated future cash flows based on a number of assumptions and using an appropriate
discount rate. Financial instruments, other than those classified as loans and receivables and other financial liabilities,
are recorded at fair value which may require the use of estimated future prices.

Deferred taxes

Significant estimation and judgment is required in determining the provision for income taxes. Recognition of deferred
tax assets in respect of deductible temporary differences and unused tax losses and credits is based on
management’s estimation of future taxable profit against which the deductible temporary differences and unused tax
losses and credits can be utilized. The actual utilization of these deductible temporary differences and unused tax
losses and credits may vary materially from the amounts estimated.

5. Revenues and other income

2016 2015
Revenue
Energy and water sales $ 1,268 $ 1,314
Provision of services 600 566
Construction revenues 50 102
Finance lease income 14 14

1,932 1,996
Other income
Interest income on long-term receivable from Capital Power 14 21
Other - 1

14 22
$ 1,946 $ 2,018
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6. Expense analysis

Included in staff costs and employee benefits expenses
Post-employment defined contribution plan expense
Post-employment defined benefit plan expense

Included in depreciation and amortization
Depreciation of property, plant and equipment
Amortization of intangible assets
Loss on disposal of assets

2016 2015

36 $ 36
6 5

168 152
19 18
2 8

189 178

Included in other administrative expenses
Operating lease expenses
Lease recoveries through sub-lease

Finance expenses

Interest on loans and borrowings
Capitalized interest (note 15)

$

$

8. Income~x expense

Current income tax recovery (expense)
Deferred income tax recovery (expense)
Relating to origination and reversal of temporary differences
Change in tax rates
Recognition of previously unrecognized deferred tax assets

16 15
/6/

2016 2015
(117) $ (123)

5 6

/112) $ /117/

2016 2015
(4) $ 1

(11) (25)
13

6 8
(5) (4)

Total income tax expense $

Income taxes differ from the amounts that would be computed by applying the federal and provincial income tax rates as
follows:

2016 2015
Income before taxation $ 318 $ 263
Income tax at the statutory rate of 27% (2015 - 26%) (86) (68)
(Increase) decrease resulting from:

Income exempt from income taxes at statutory rates 59 53
Non-taxable amounts 2 2
Change in recognition of deferred tax assets 18 (1)
Change in tax rates on deferred taxes 13
Effect of higher tax rate in the U.S. (3) (1)
Other 1 (1)

Total income tax expense $ (9) $ (3/

During the year ended December 31,2015, the Government of Alberta increased the provincial corporate tax rate from
10% to 12% effective July 1, 2015. Accordingly, the change in provincial corporate tax rate increased the Company’s tax
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rate for the year ended December 31, 2015, to 26% and for the years 2016 onward to 27%.

Cash and cash equivalents

2016 2015
Cash on deposit $ 137 $     36
Cash equivalen~ 54

$ 191 $ 36

Restricted balances
Under certain agreements between the Company and the Natural Gas Exchange (NGX) for the purchase of electricity
derivative financial instruments, the Company established separate bank accounts through which the settlement of the
electricity derivative financial contracts are processed in conjunction with letters of credit and cash as collateral. As
security for the payment and performance of its obligations, the Company assigned a first ranking security interest on the
balance of these accounts to the NGX. The Company’s use of this cash is restricted to these purposes. At December 31,
2016, $2 million (2015 - $3 million) was held in these bank accounts.

10. Trade and other receivables

Trade receivables
Accrued revenues
Gross accounts receivable
Allowance for doubtful accounts
Net accounts receivable
Income tax recoverable
Prepaid expenses

Current portion of long-term receivables (note 13)

2016 2015
179 $ 216
125 120
304 336

(5) (3)
299 333

2 2
6 5

307 340
18 280

325 $ 620

Details of the aging of accounts receivable and analysis of the changes in the allowance for doubtful accounts are
provided in note 29.

11. Investment in Capital Power

In these consolidated financial statements, Capital Power refers to Capital Power Corporation and its subsidiaries,
including Capital Power L.P., except where otherwise noted or the context indicates otherwise. Capital Power builds, owns
and operates power plants in North America and manages its related electricity and natural gas portfolios by undertaking
trading and marketing activity.

At December 31, 2015 the Company owned 9,391,000 common shares of Capital Power Corporation representing
approximately 9% of the issued and outstanding common shares of Capital Power Corporation. During the year ended
December 31, 2016, the Company sold 9,141,636 common shares of Capital Power Corporation for net proceeds of $204
million. The Company also reclassified fair value gains of $42 million to net income, representing the realized portion of
fair value gains on available-for-sale investment in Capital Power Corporation previously recognized in other
comprehensive income. At December 31, 2016, the Company owned 249,364 common shares of Capital Power
Corporation.

In January 2017 the Company sold the remaining 249,364 common shares of Capital Power Corporation for net proceeds
of $6 million.
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The change in available-for-sale investment in Capital Power is detailed as follows:

2016
Balance, beginning of the year $ 167
Transfer on reclassification from investment in Capital Power LP.
Net gain on initial recognition as available-for-sale asset
Fair value gain (loss) recorded in other comprehensive income
Sale of portion of investment

Balance, end of ),ear

43
(204)

6

2015
$

197
30
(60)

$ 167

The common shares of Capital Power Corporation are listed on the Toronto Stock Exchange under the symbol CPX. At
December 31, 2016, the quoted market price of the common shares of Capital Power Corporation was $23.23 per share
(2015 - $17.77 per share).

Prior to April 2, 2015, the Company owned 18,841,000 equity accounted limited partnership units of Capital Power L.P.
which were exchanged on April 2, 2015 for an equal number of common shares of Capital Power Corporation. On the
same date, the Company sold 9,450,000 shares and reclassified the remaining 9,391,000 shares as an available-for-sale
investment. Details of gains on equity accounted investment in Capital Power L.P. realized in net income during the year
ended December 31,2015 are as follows:

2015
Gain on sale of a portion of investment $ 24
Gain on reclassification of investment as available-for-sale asset 36

$    60

Details of equity share of other comprehensive income of Capital Power LP., reclassified in net income during the year
ended December 31,2015 are as follows:

2015
Amount realized on sale of portion of investment1 $ (4)
Amount realized on reclassification of investment as available-for-sale asset2 (5)

$ (9)
1 Net of reclassification of income tax expense of $1 million.
2 Net of reclassification of income tax expense of $1 million.

Subsequent to reclassification of the investment as available-for-sale, the Company determined that the fair value of the
investment in Capital Power Corporation had declined significantly since it was initially reclassified as an available-for-sale
asset. Accordingly, it was concluded that the available-for-sale investment in Capital Power was impaired and as a result,
the Company recognized an impairment and reclassified the accumulated loss of $60 million before tax from other
comprehensive income to net income dudng the year ended December 31, 2015.

12. Inventories

During the year ended December 31, 2016, $25 million (2015 - $23 million) was expensed to other raw materials and
operating charges.

No significant inventory write-downs were recognized in the years ended December 31, 2016 or 2015. No significant
reversals of previous write-downs were recorded in the years ended December 31, 2016 or 2015.

At December 31, 2016 or 2015, no inventories were pledged as security for liabilities.
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13. Other financial assets

Long-term loans receivable from Capital Power $
Long-term receivables from service concession arrangements
Finance lease receivables
Loans and other long-term receivables
Other

Less: current portion (included in trade and other receivables) (note 10)
$

Long-term loans receivable from Capital Power

2016 2015

184 $ 323
82 135

1 104
15 34

1 1
283 597
18 280

265 $     317

On July 9, 2009, EPCOR received $896 million in long-term loans receivable from Capital Power as part of the
consideration on the sale of the power generation business. These loans effectively mirror certain long-term debt
obligations of EPCOR. The interest rates on the long-term loans receivable range from 5.8% to 90%

Service concession arrangements

The Company has executed service concession arrangements to design, build, upgrade, finance, operate and maintain,
under public private partnerships, wastewater treatment facilities with the City of Regina and water and wastewater
treatment facilities with Her Majesty the Queen in Right of Alberta for Kananaskis Village. The consideration under the
service concession arrangements constitute rights to financial assets and have been classified as financial assets and
recorded as a long-term receivable under other financial assets. The significant terms of the arrangement are summarized
below:

(a) City of Regina

In July 2014, EPCOR entered into an agreement with the City of Regina to operate and maintain an existing facility
and design, build, finance, operate and maintain a new wastewater treatment facility under a public private
partnership, for which the contract was signed in July 2014. In August 2014, EPCOR took over the operations of the
existing wastewater treatment plant in Regina. Construction of the new plant reached substantial completion in
December 2016 with the 30 day performance test to be completed in early 2017. The contract includes operation of
both facilities for a term of 30 years. Contracted undiscounted cash flows from this project are estimated to be $444
million. As of December 31, 2016, an amount of $76 million (2015 - $129 million) has been recorded as a financial
asset which will be recovered along with financing cost at the interest rate established in the arrangement over the life
of the arrangement.

(b) Kananaskis Village

The Company won a bid to design, build, finance, upgrade, operate and maintain the water and wastewater treatment
facilities in Kananaskis Village in October 2012. The arrangement includes operation of the facilities for a term of 10
years after completion of construction. The construction of the new facility was completed in August 2014 following
which the Company started operating and maintaining the facility. At December 31, 2016, an amount of $5 million
(2015 - $6 million) recognized as a financial asset pertaining to Kananaskis Village will be recovered along with
financing cost at the interest rate estabiished in the arrangement over the life of the arrangement.

The aggregate amount of revenues and operating income relating to construction services for financial assets under
service concession arrangements for the year ended December 31, 2016, is $31 million (2015 -$89 million) and nil (2015
- $2 million), respectively.
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Finance lease receivables

Approximate future payments to the Company are as follows:

Within one year
After one year but not more than five years
More than five years
Less: unearned finance income

Present value of minimum
Minimum lease receivable lease receivable

2016 2015 2016 2015

$ $ 110 $ $ 103
1 - 1

1 1
(7)

$     I $ 104 $     1 $ 104

In 2009, the Company acquired potable water and wastewater treatment plant assets for approximately $100 million and
agreed to lease the assets back to Suncor for a 20-year term after which Suncor had the option to purchase the assets
from the Company for a specified price. As part of the arrangement, the Company also agreed to construct additional
water and wastewater treatment plant assets for Suncor and to operate and maintain the original assets acquired and
leased back to Suncor and the additional constructed assets over the 20-year lease term.

In February 2015, Suncor gave notice to the Company that it would exercise its contractual rights to buy back the leased
assets and terminate the related financing and operating agreements. In accordance with the terms of the notice, the
transfer of assets and operations back to Suncor was completed by August 2016.

14. Deferred tax assets / liabilities

Deferred tax assets are attributable to the following:

2016 2015
Losses carried forward $ 83 $ 78
Investment in partnerships 6 5
Canadian resource expenditures 8 8
Provisions 8 8
Deferred revenue 108 106
Other items 16
Tax assets 229 205
Set off by tax liabilities (145) (128)
Net tax assets $ 84 $ 77

Deferred tax liabilities are attributable to the following:

2016 2015
Other financial assets $ 1 $ 3
Intangible assets and goodwill 18 17
Property, plant and equipment 172 142
Other items 1
Tax liabilities 191 163
Set off by tax assets (145) (128)
Net tax liabilities $ 46 $ 35
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The changes in temporary differences during tt~e years ended December 31, 2016 and 2015 were as follows:

Balance, Recognized
beginning in net

of 2016 income
Losses carried forward $ 78 $ 5
Investment in partnerships 5 1
Canadian resource expenditures 8
Provisions 8
Deferred revenue 106 4
Other financial assets (3) 2
Intangible assets and goodwill (17) (4)
Property, plant and equipment (142) (11)
Other items (1) (2)

$ 42 $

Foreign
currency

Recognized on valuation
business adjustment

acquisitions and other

(3)

3
1

1

Balance,
end of

2016

$ 83
6
8
8

108
(1)

(18)
(172)

16

$ 38

1

(22)
18

$

Recognized
in other Foreign

comprehensive currency
Balance, Recognized income, net of valuation Balance,

beginning in net re-classes to net adjustment end of
of 2015 income income and other 2015

Losses carried forward $ 78 $ (2) $ $ 2 $ 78
Investment in partnerships (4) 7 2 5
Canadian resource expenditures 7 1 8
Provisions 1 7 8
Deferred revenue 78 12 16 106
Other financial assets (3) (3)
Intangible assets and goodwill (11 ) (3) (3) (17)
Property, plant and equipment (103) (18) - (21) (142)
Other items 5 (2) - (4) (1)

$ 50 $ /4/ $ 2 $ /6/ $ 42

The Company has the following deductible temporary differences for whichno deferred tax assets have been recognized:

2016 2015
Non-capital losses $ 106 $ 125
Capital losses 280 265
Other deductible temporar~ differences 46 115

The Company also has taxable temporary differences of $174 million (2015 - $155 million), associated with investments in
subsidiaries, for which no deferred tax liability has been recognized. In addition, no deferred tax liability has been
recognized in respect of unremitted earnings of subsidiaries as the Company is in a position to control the timing of the
reversal of temporary difference and it is probable that such differences will not be reversed in the foreseeable future.

The non-capital losses expire between the years 2028 and 2036.

Deferred tax assets have been recognized to the extent that it is probable that taxable income will be available against
which the deductible temporary difference can be utilized. The Company has recognized deferred tax assets in the
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amount of $84 million (2015 - $77 million), the utilization of which is dependent on future taxable profits in excess of the
profits arising from the reversal of existing taxable temporary differences. The recognition of these deferred tax assets is
based on taxable income forecasts that incorporate existing circumstances that will result in positive taxable income
against which non-capital loss carry-forwards can be utilized as well as management’s intention to implement specific
income tax planning strategies that will allow for the offset of remaining deductible temporary differences against future
earnings of taxable entities within the consolidated group.

15. Property, plant and equipment

Corporate
Construction Water Electricity    Retail information

work in treatment & transmission systems & systems &
progress Land distribution & distribution equipment other Total

Cost
Balance, beginning of 2016 $ 139 $ 55 $ 3,456 $ 2,235 $ 3 $ 55 $5,943
Additions~ 472 1 74 3 4 554
Additions through business

acquisitions - 71 71
Disposals and retirements - (8) (14) (22) (1) (4) (49)
Transfers into service (453) 202 249 2
Transfers - 1 1
Foreign currency

valuation adjustments (1) (24) (25)

Balance, end of 2016 157 48 3,765 2,466 2 57 6,495
Accumulated depreciation
Balance, beginning of 2016 - 770 580 2 23 1,375
Depreciation - 92 70 6 168
Disposals and retirements - (10) (13) (1) (4) (28)
Foreign currency

valuation adjustments - (3) (3)
Balance, end of 2016 - 849 637 1 25 1,512
Net bookvalue, end of 2016 $ 157 $ 48 $ 2,916 $ 1,829 $ 1 $ 32 $4,983
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Corporate
Construction Water Electricity Retail information

work in treatment & transmission systems & systems &
progress Land distribution & distribution equipment other Total

Cost
Balance, beginning of 2015 $ 146 $ 55 $ 3,064 $ 2,023 $ 3 $ 82 $5,373
Additions1 439 52 7 4 502
Disposals and retirements (1) (14) (14) (32) (61)
Disposals through divesture2 (6) (20) (26)
Transfers into service (447) 229 217 1
Transfers 2 2
Foreign currency

valuation adjustments 7 1 145 153
Balance, end of 2015 139 55 3,456 2,235 3 55 5,943
Accumulated depreciation
Balance, beginning of 2015 686 526 1 48 1,261
Depreciation - 82 62 1 7 152
Disposals and retirements (10) (8) (32) (50)
Disposals through divesture2 (7) (7)
Foreign currency

valuation adjustments 19 19
Balance, end of 2015 - 770 580 2 23 1,375
Net book value, end of 2015 $    139 $ 55 $ 2,686 $    1,655 $ 1 $ 32 $4,568

1 Additions include non-cash contributed assets of $65 million (2015 - $62 million).
2 As per the terms of an agreement with the City of White Rock, the Company sold the White Rock utility operations to

the City of White Rock.

Borrowing costs capitalized during the year ended December 31, 2016, were $5 million (2015 - $6 million) (note 7). The
weighted average rates used to determine the borrowing costs eligible for capitalization ranged from 4.21% to 5.84%
(2015 - 3.91% to 5.78%).

There are no security charges over the Company’s property, plant and equipment.
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16. Intangible assets and goodwill

Customer Other
Goodwill rights rights CCN Software Total

Cost
Balance, beginning of 2016

Additions through acquisition
Additions through business

acquisitions
Internally generated additions
Disposals and retirements
Change in construction

work in progress
Transfers
Foreign currency

translation adjustments

Balance, end of 2016
Accumulated amortization
Balance, beginning of 2016
Amortization

Disposals and retirements

Balance, end of 2016
Net book value, end of 2016

50 $ 51 $ 66 $ 92 $ 167 $ 426

- 6 6

13 16
- 1 1
- (6) (6)

7 7

(1) (1)

(1) (1) (3) (5)

52 51 78 89 174 444

38 6 94 138

3 2 14 19

- (6) (6)

41 8 102 151

$ 52 $    10 $ 70 $ 89 $    72 $ 293

Customer Other
Goodwill rights righ~ CCN    Software Total

Cost
Balance, beginning of 2015
Additions through acquisition
Internally generated additions

Disposals and retirements
Change in construction

work in progress
Transfers
Foreign currency

translation adjustments

Balance, end of 2015
Accumulated amortization
Balance, beginning of 2015
Amortization
Disposals and retirements
Foreign currency
translation adjustments

Balance, end of 2015
Net book value, end of 2015

$ 42 $ 51 $ 54 $ 75 $ 183 $ 405

- 7 3 25 35
- 1 1

- (34) (34)

(3) (6) (9)
(2) (2)

8 8 14 3O

50 51 66 92 167 426

36 4 111 151
2 1 15 18

(32) (32)

1 1

38 6 94 138

$ 50 $ 13 $ 60 $ 92 $ 73 $ 288
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There are no security charges over the Company’s intangible assets. Included in customer rights are the Company’s
customer rights to operate in the FortisAIberta service territory which expire on December 31, 2020.

For purposes of impairment testing, CCN has been allocated to cash-generating units as follows:

2016 2015
Cash generating unit:
Water segment - Water Arizona $ 86 $ 88
Water segment - Others 3 4

$    89 $    92

For purposes of impairment testing, goodwill acquired through business combinations has been allocated to cash-
generating units as follows:

2016 2015
Cash generating unit:
Water segment - Chaparral $ 12 $ 12
Water segment - Water Arizona 31 31
Water segment - Others 9 7

$    52 $    50

The most recent reviews of goodwill were performed in the fourth quarter for each cash generating unit. Management
reviewed conditions since the last review was performed and determined that no circumstances occurred since then to
require a revision to the assumptions used in the value in use calculations.

The recoverable amount of the regulated cash generating units was determined based on a value in use calculation using
cash flow projections from financial budgets prepared by senior management covering a twenty year period. The
recoverable amount for the non-regulated cash generating unit was calculated using the projected cash flows for the life of
the project. The projections were based on cash flow projections for the most recent long-term plan, which covered
periods up to five years, with the projections for the balance of the period extrapolated using growth rates between 1.90%
and 4.43% (2015 - between 1.80% and 2.63%) that are in line with the long-term average growth rate for the industry.
The pre-tax discount rates applied to cash flow projections are as follows:

2016 2015
Cash generating unit:
Water segment - Chaparral 8.98% 8.46%
Water segment - Water Arizona 6.39% 6.23%
Water segment- Others 7.06% 6.34%

Key assumptions used in value-in-use calculations

The future cash flows of the underlying businesses are relatively stable since they relate primarily to ongoing water supply
in a rate-regulated environment. In the case of cash generating units operating under a rate-regulated environment,
revenues are set by the regulators to cover operating costs and to earn a return on the rate base, which is set at the
regulator’s approved weighted average cost of capital for the underlying utility. For non-regulated cash generating units,
revenues are estimated based on long-term water supply contracts executed with the customers, which include escalation
in rates and volumes over the term of the contracts.

The calculation of value in use for the cash generating units is most sensitive to the following assumptions:

Discount rates

The discount rates used were estimated based on the weighted average cost of capital for the cash generating unit,
which, in the case of rate-regulated businesses, are the approved rate of return on capital allowed by the regulators.
These rates were further adjusted to reflect the market assessment of any risk specific to the cash generating unit for
which future estimates of cash flows have not been adjusted.
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Timing of future rate increases

Revenue growth is forecast to continue at the same rate as operating costs. In the case of rate-regulated businesses, if
future rate filings are delayed then rate increases and increased cash flows from revenues would be affected.

Sensitivity to changes in assumptions

Assumptions have been tested using reasonably possible alternative scenarios. For all scenarios considered, the
recoverable value remained above the carrying amount of the cash generating unit.

17. Trade and other payables

2016
Trade payables
Accrued liabilities
Accrued interest
Due to related parties
Due to employees
Income tax payable

2015
$ 186 $ 160

65 54
24 27
6 6

13 12
5

$ 299 $ 259
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18. Loans and borrowings

Effective
interest rate 2016 2015

Long-term loans and borrowings

Obligation to the City, net of sinking fund
Due in 1-5 years at 8.50% (2015 - 8.50%)
Due in 6-10 years at 7.01% (2015 - 7.01%)
Due in 16-25 years at 5.20% (2015 - 5.20%)

11.04% $ 13 $ 19
7.01% 14 16
5.36% 64 70

91 105

Public debentures
At 6.75% due in 2016
At 5.80% due in 2018
At 6.80% due in 2029
At 5.65% due in 2035
At 6.65% due in 2038
At 5.75% due in 2039
At 4.55% due in 2042

6.94% 130
6.O2% 400 400
7.05% 150 150
5.88% 200 200
6.83% 200 200
5.88% 200 200
4.65% 300 300

1,450 1,580

Private debt notes
Bonds at 3.74%, due in 2021
Bonds at 5.00%, due in 2041
Bonds at 3.94% due in 2029
Bonds at 3.63% due in 2041

3.80%
5.08%
4.01%
3.70%

Other borrowings
Deferred debt issue costs
Total long-term loans and borrowings
Short-term loans - commercial paper
Total Loans and borrowings

Less: current portion

185 191
150 155

1
54

390 346
1,931 2,031

(11)       (12)
1,920         2,019

98

1,920 2,117
15 242

$ 1,905 $ 1,875

Obligation to the City

Debentures were issued, on behalf of the Company, pursuant to the City Bylaw authorization. The outstanding debentures
are a direct, unconditional obligation of the City. The Company’s obligation to the City matches the City’s obligation
pursuant to the debentures. The 8.50% debentures, maturing in the year 2018 and totaling $13 million (2015 - $19 million)
rank as subordinated debt. In the event of default on other interest obligations, the coupon and sinking fund payments on
the subordinated debt may be deferred for a period of up to five years, not exceeding the maturity date. If still in default at
the end of five years, all unpaid payments plus accrued interest thereon may be repaid by issuing common shares to the
City. Except for the subordinated debt, the obligation to the City will rank at least equal to all future debt that may be
issued by the Company.

The Company makes annual contributions into the sinking fund of the City pertaining to certain debenture issues. These
payments constitute effective settlement of the respective debt as the sinking fund accumulates to satis~ the underlying
debenture maturity. For any specific City debenture sinking fund requirements, the payment obligation ceases on maturity
of the debenture. The sinking fund is measured at fair value and presented net of its related debenture.
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Public debentures

The public debentures are unsecured direct obligations of the Company and, subject to statutory preferred exemptions,
rank equally with all other unsecured and unsubordinated indebtedness of the Company. The debentures are redeemable
by the Company prior to maturity at the greater of par and a price specified under the terms of the debenture.

Private debt notes

During the year, the Company issued US$40 million private debt notes maturing in 2041 at an interest rate of 3.63%. The
private debt notes were issued in US dollars, are unsecured direct obligations of the Company and, subject to statutory
preferred exemptions, rank equally with all other unsecured and unsubordinated indebtedness of the Company. The
private debt notes are redeemable by the Company prior to maturity at the greater of par and a price specified under the
terms of the private debt notes.

Commercial paper and bankers’ acceptances

In the normal course of business, the Company provides financial support and performance assurances including
guarantees, letters of credit and surety bonds to third parties in respect of its subsidiaries. Bank lines of credit are
unsecured and are available to the Company up to an amount of $575 million (2015 - $575 million), comprised of
committed amounts of $550 million (2015 - $550 million) and uncommitted amounts of $25 million (2015 - $25 million) as
described in note 29. Letters of credit totaling $73 million (2015 -$48 million) have been issued under these facilities to
meet the credit requirements of electricity market participants and to meet conditions of certain service agreements.
Amounts borrowed and letters of credit issued, if any, under these facilities which are not payable within one year are
classified as non-current loans and borrowings.

The Company’s commercial paper program has an authorized capacity of $350 million (2015 - $350 million). At
December 31, 2016 commercial paper totaling nil (2015- $98 million)was outstanding.

19. Deferred revenue

20.

Balance, beginning of year
Contributions received
Revenue recognized
Transfers from provisions
Recognized on business acquisition
Transfer on sale of business
Foreign currency valuation adjustments
Other

Less: current portion
Balance, end of ~,ear $

Contributions received include non-cash contributions of $62 million (2015- $39 million).

The deferred revenue balance as of December 31, 2015 has been recast by $39 million (note 20).

2016 2015
991 $ 870
83 74
(37) (24)
10 39

1
(5)

(7) 38
(1)

1,041 991
25 32

1,016 $     959

Provisions

2016 2015
Contributions from customers and developers $ 21 $ 23
Employee benefits 89 98
Other 1

111 121
Less: currentpo~ion 25 37

$    86 $    84

30



EPCOR UTILITIES INC.
Notes to the Consolidated Financial Statements
(Tabular amounts in millions of Canadian dollars unless otherwise indicated)

Years ended December 31,2016 and 2015

Contributions from customers and developers

Balance, beginning of year $
Contributions received
Transfers to deferred revenue
Contributions refunded
Foreign currency valuation adjustment
Balance, end of ),ear

Contributions received include non-cash contributions of $3 million (2015 - $23 million).

2016 2015
23 $ 35
13 22
(10) (39)

(3) (3)
(2) 8

21 $ 23

During the fourth quarter of 2016, the Company determined that certain contributions received from customers and
developers, which had previously been recognized as provisions throughout each quarter in 2016 and at December 31,
2015, were no longer refundable at the respective reporting dates. Accordingly, the Company has reclassified $10 million
(2015 recast $39 million) from provisions to deferred revenue in the consolidated statements of financial position.

Employee benefits

2016 2015
Other short-term employee benefit obligation $ 18 $ 29
Post-employment benefit obligation 51 48
Other long-term employee benefit obligation 20 2!

$ 89 $ 98

21.

Post-employment benefits

Total cash payments for pension benefits for the year ended December 31, 2016, consisting of cash contributed by the
Company to the LAPP, other defined contribution and benefit plans, and cash payments directly to beneficiaries for their
unfunded pension plan, were $39 million (2015 - $39 million). Total contributions expected to be paid in 2017 to the
LAPP, other defined contribution and benefit plans, and cash payments directly to beneficiaries for their unfunded pension
plan are $39 million.

Other long-term employee benefits

Other long-term employee benefits consist mainly of obligations for benefits provided to employees on long-term disability
leaves.

Derivatives

Derivative financial instruments are held for the purpose of electricity price risk management and interest rate risk
management.

The derivative financial instruments used for risk management purposes as described in note 29 consist of the following
assets and liabilities:

Derivative financial liabilities

Electricity price forward contracts
Interest rate swaps (note 29)

$

$

2016 2015
$ 2

10
$ 12

Current $ $ 2
Non-current 10

$ $    12
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22.

Electricity price forward contracts

The forward contracts used to mitigate electricity price risk management consist of the following:

Derivative instruments liabilities
Fair value
Cash paid to counterparty
Net fair value

$

$

2016

1
(1)

2015

$ 9
(7)

$ 2

Net notional buys
Terawatt hours of electricity

Rankle of contract terms/in years/

1.1 1.2
0.1 to 0.3 0.1 to 0.3

The fair value of electricity derivative financial instruments reflects changes in the forward electricity prices, net of cash
payments to or from the counterparty. During the course of the contract, daily payments are made to or received from the
counterparty to settle the fair value of the contracts.

Fair value is determined based on quoted exchange index prices by reference to bid or asking price, as appropriate, in
active markets. Fair value amounts reflect management’s best estimates using external readily observable market data
such as forward electricity prices. It is possible that the assumptions used in establishing fair value amounts will differ from
future outcomes and the impact of such variations could be material.

Changes in fair value on electricity derivative financial instruments are recorded in energy purchases and system access
fees.

Other liabilities

2016 2015
Customer deposits $ 26 $ 27
Contingent consideration 36
Leasehold inducements 10 11

72 38
Less: current portion 26 27

$    46 $    11

Contingent consideration

The contingent consideration is the present value of the Company’s commitment to pay Blue Water Project 130 L.P. (Blue
Water) approximately US$34 million on occurrence of future events (note 25). The Company is reasonably certain that it
will be required to settle this commitment by way of cash payments and has accordingly recognized the liability for
contingent consideration in the consolidated statements of financial position. The change in the liability for contingent
consideration is as follows:

2016
Contingent consideration recognized on business acquisition $ 34
Foreign currency valuation adjustments 2

$ 36
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23. Share capital

Authorized shares

Unlimited number of voting common shares without nominal or par value.

Issued shares

Three common shares to the City.

24. Accumulated other comprehensive income

Cash flow hedges

This comprises the effective portion of the cumulative net change in the fair value of cash flow hedging instruments related
to hedged transactions that had not yet occurred prior to the disposal of the power generation business in 2009.
Consequent to the partial sell down of the equity accounted investment in Capital Power L.P. and reclassification of the
remaining investment as available-for-sale asset in the year ended December 31, 2015, the Company reclassified and
realized the remaining portion of cash flow hedging instruments in net income.

Investment in Capital Power

The investment in Capital Power was comprised of the Company’s equity share in other comprehensive income and loss
of Capital Power L.P. Consequent to the partial sell down of the equity accounted investment in Capital Power L.P. and
reclassification of remaining investment as available-for-sale asset in the year ended December 31, 2015, the Company
reclassified and realized the remaining portion of its share of other comprehensive income from Capital Power L.P. in net
income.

Available-for-sale financial assets

This comprises the cumulative net change in the fair value of the Company’s beneficial interest in the sinking fund and
investment in Capital Power Corporation, until the investments are derecognized or impaired.

Cumulative translation account

The cumulative translation account represents the cumulative portion of gains and losses on retranslation of foreign
operations that have a functional currency other than Canadian dollars. The cumulative deferred gain or loss on the
foreign operation is reclassified to net income only on disposal of the foreign operation.

Employee benefits account

The employee benefits account represents the cumulative impact of actuarial gains and losses, and return on plan assets
excluding interest income from the Company’s defined benefit pension plans.

25. Business acquisitions

Blue Water 130 Pipeline

On August 19, 2016, the Company completed the acquisition of the assets of Blue Water Project 130 L.P. (Blue Water)
and Cross County Water Supply Corporation (CCWSC) through its wholly owned U.S. subsidiaries EPCOR 130 Project
Inc. and 130 Regional Water Supply Corporation respectively for total consideration of $82 million (US$64 million).

The assets acquired from Blue Water and CCWSC include an 85 kilometer (53 mile) water supply pipeline, near Austin,
Texas, U.S., with designed capacity of nearly 18 million gallons per day along with groundwater well production systems
and long term wholesale water supply agreements.

33



EPCOR UTILITIES INC.
Notes to the Consolidated Financial Statements
(Tabular amounts in millions of Canadian dollars unless otherwise indicated)

Years ended December 31, 2016 and 2015

The purchase price was allocated to the assets acquired and liabilities assumed based on their estimated fair values on
the date of acquisition, in Canadian dollars as follows:

2016

Fair value of net assets acquired:
Intangible assets
Goodwill
Property, plant and equipment
Deferred revenue
Net assets acquired at fair value
Consideration:
Cash
Contingent consideration
Total consideration

$

$

$

13
2

68
(1)
82

48
34
82

To fund the acquisition, the Company issued US$40 million private debt notes (note 18).

The intangible assets of $13 million consist of the right to receive groundwater up to the maximum capacity of the pipeline
for a period of at least 99 years.

The goodwill recognized at fair value of $2 million includes the value of the expected benefits to the Company by providing
a commercial platform to develop other similar projects and future cost synergies which may result from the Company’s
expanded operations in the State of Texas, U.S. The goodwill will be deductible for income tax purposes.

Contingent consideration with a fair value of $34 million was recognized at the date of acquisition. The contingent
consideration consists of the Company’s commitment to pay Blue Water (i) a fee of up to US$32 million based on securing
newly executed long term contracts for the supply of water and (ii) US$2 million upon execution of certain pending
agreements with third parties, being facilitated by Blue Water. There is no time limit related to the contingent
consideration. These amounts are included within other liabilities on the consolidated statements of financial position.

The transaction has been accounted for using the acquisition method in conformity with IFRS 3 Business Combinations
with the results of operations included in the consolidated financial statements from the date of acquisition. Total revenue
and net income included in the consolidated statements of comprehensive income since the date of acquisition to
December 31, 2016 was $1 million and nil respectively. The consolidated statements of comprehensive income up to
December 31, 2016 would have included estimated revenue and net income of $4 million and nil respectively had the
acquisition of assets occurred on January 1,2016.

Management used assumptions and estimates about future events in the determination of fair values. The assumptions
and estimates with respect to the determination of the fair value of PPE, intangible assets and contingent consideration
required the most judgment. Based on those assumptions and estimates the purchase pdce was allocated to the identified
assets and liabilities including goodwill and contingent consideration. The fair value was estimated by applying standard
valuation techniques. The fair value measurement is based on significant inputs which are not observable in the market.
The key assumptions in determination of fair value included the discount rate, future growth rates and expected execution
of new contracts for the supply of water. The allocation of the purchase price was internally determined based on the
relative fair values of the assets and liabilities. Goodwill was estimated based on the applicable incremental benefits of the
acquisition. The fair value of contingent consideration was based on management’s expectation of execution of new long-
term water supply contracts with customers and the execution of pending agreements, discounted to their present value.

Willow Valley Water Company

On May 9, 2016, the Company completed the acquisition of the regulated water utility assets of Willow Valley Water
Company, providing water services in the Bullhead City area of Arizona, U.S., for cash consideration of $3 million (US$2
million).
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26.

Natural Resource Gas Limited

On November 7, 2016, the Company entered into a definitive asset purchase agreement to acquire substantially all of the
assets of Natural Resource Gas Limited (NRGL) for consideration of $21 million, subject to certain adjustments. NRGL is
a natural gas distributor in southwestern Ontario near London, providing services to approximately 8,000 residential,
commercial and industrial customers in the counties of Elgin, Middlesex, Oxford and Norfolk. The arrangement requires
regulatory approval from the Ontario Energy Board, for which an application has been filed. The Company expects to
complete the transaction in mid-2017.

Change in non-cash working capital

2016 2015
Trade receivables (note 10) $ 34 $ (22)
Prepaid expenses (note 10) (1) (1)
Inventories 1 (1)
Trade and other payables (note 17) 40 11

$ 74 $ /13/

2016 2015
Included in specific items on consolidated statements of cash flows:

Interest paid $ (2) $
Income taxes recovered 5
Distributions received from Capital Power 3 3

6 3
Operating activities 63 (19)
Investing activities 5 3

$ 74 $ /13)
Related party balances and transactions

Compensation of key management personnel

2016 2015
Short-term employee benefits $ 5 $ 5
Post-employment benefits 1 2
Other long-term benefits 2 3

$     8 $    10

27.

The Company provides utility services to key management personnel as it is the sole provider of certain services. Such
services are provided in the normal course of operations and are based on normal commercial rates, as approved by
regulation.

Other related party transactions

The Company is 100% owned by the City. The Company provides maintenance, repair and construction services, and
customer billing services to the City, and purchases printing services and supplies, mobile equipment services, public
works and various other services pursuant to service agreements. Sales between the Company and the City are in the
normal course of operations, and are generally based on normal commercial rates, or as agreed to by the parties.
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The following summarizes the Company’s related party transactions with the City:

2016 2015
Consolidated Statements of Comprehensive Income
Revenues (a)
Other raw materials and operating charges (b)
Franchise fees and property taxes (c)
Finance expense (d)

94 $ 87
9 9

92 90
9 10

(a)

(b)

(c)

(d)

Included within revenues are electricity and water sales of $4 million (2015 - $4 million), service revenue including
the provision of maintenance, repair and construction services of $82 million (2015 - $75 million) and customer billing
services of $8 million (2015- $8 million).

Includes certain costs of printing services and supplies, mobile equipment services, public works and various other
services pursuant to service agreements.

Composed of franchise fees of $57 million at 0.39 cents per kilowatt hour of electric distribution sales volume for
direct connect customers and 0.76 cents per kilowatt hour for all other customers (2015- $55 million at 0.72 cents per
kilowatt hour for all customers), franchise fees of $20 million at 8% (2015 - $20 million at 8%) of qualifying revenues
of water services and waste water services, and property taxes of $15 million (2015 - $15 million) on properties
owned within the City municipal boundaries.

Composed of interest expense on the obligation to the City at interest rates ranging from 5.20% to 8.50% (2015 -
5.20% to 8.50%).

The following summarizes the Company’s related party balances with the City:

2016 2015
Consolidated Statements of Financial Position
Trade and other receivables
Property, plant and equipment (e)
Trade and other payables (f)
Loans and borrowings (note 19)
Deferred revenue (g)

34 $ 50
5 4
8 7

90 105
2 1

(e) Costs of capital construction for electric and water distribution infrastructure.

(f) Includes nil (2015 - $1 million) for drainage and construction services provided by the City.

(g) Contributions received for capital projects.
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28. Financial instruments

Classification

The classification of the Company’s financial instruments at December 31, 2016 and 2015 is summarized as follows:

Measured at fair value
Available-for-sale investment

in Capital Power (note 11)
Beneficial interest in

sinking fund (note 18)
Derivatives (note 21)

Financial electricity
purchase contracts - designated

Interest rate swaps - designated
Other liabilities (note 22)

Contingent consideration - designated
Measured at amortized cost
Cash and cash equivalents (note 9)
Trade and other receivables (note 10)
Other financial assets (note 13)
Trade and other payables (note 17)
Debentures and borrowings (note 18)
Other liabilities (note 22)

Customer deposits

Fair value

Classification
Fair value Other

through Loans and financial Available- Fair value
profit or loss receivables liabilities for-sale hierarchy

X

X

Level 1

Level 1

X Level 1
X Level 2

X Level 3

X Level 1
X Level 3
X Level 2

X Level 3
X Level 2

X Level 3

The carrying amounts of cash and cash equivalents, trade and other receivables, current portion of other financial assets,
trade and other payables and certain other liabilities (including customer deposits) approximate their fair values due to the
short-term nature of these financial instruments.

The carrying amounts and fair values of the Company’s remaining financial assets and liabilities are as follows:

Available-for-sale investment in Capital Power (note 11)
Non-current portion of other financial assets (note 13)1

Loans and borrowings (note 18)
Debentures and borrowings
Beneficial interest in sinking fund

Derivatives (note 21)
Other liabilities (note 22)

Contin~lent consideration

1

2016 2015

Car~ing Fair Car~ing Fair
amount value Amount value

$ 6 $ 6 $ 167 $ 167
264 275 316 330

2,007 2,328 2,198 2,527
(87) (87) (81) (81)

12 12

36

Excluding finance lease receivables $1 million (2015- $1 million).

36
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Fair value hierarchy

The financial instruments of the Company that are recorded at fair value have been classified into levels using a fair value
hierarchy. A Level 1 valuation is determined by unadjusted quoted prices in active markets for identical assets or liabilities.
A Level 2 valuation is based upon inputs other than quoted prices included in Level 1 that are observable for the
instruments either directly or indirectly. A Level 3 valuation for the assets and liabilities are not based on observable
market data.

Available-for-sale investment in Capital Power

The available-for-sale investment in Capital Power represents an investment in common shares of Capital Power
Corporation. The fair value of the investment is based on the quoted price of common shares of Capital Power
Corporation (CPX) on the Toronto Stock Exchange at December 31, 2016 and 2015.

Other financial assets

The fair value of the Company’s unsecured long-term receivable from Capital Power is based on a current yield for the
Company’s receivable at December 31, 2016 and 2015. This yield is based on an estimated credit spread for Capital
Power over the yields of long-term Government of Canada bonds that have similar maturities to the Company’s
receivable. The estimated credit spread is based on Capital Power’s indicative spread as published by independent
financial institutions.

The fair values of the Company’s other long-term loans and receivables are based on the estimated interest rates implicit
in comparable loan arrangements plus an estimated credit spread based on the counterparty risks at December 31, 2016
and 2015.

Loans and borrowings

The fair value of the Company’s long-term public debt is based on the pricing sourced from market data as of December
31, 2016 and 2015. The fair value of the Company’s remaining long-term loans and borrowings is based on determining a
current yield for the Company’s debt at December 31, 2016 and 2015. This yield is based on an estimated credit spread
for the Company over the yields of long-term Government of Canada bonds for Canadian dollar loans and U.S. Treasury
bonds for U.S. dollar loans that have similar maturities to the Company’s debt. The estimated credit spread is based on
the Company’s indicative spread as published by independent financial institutions. The Company’s long-term loans and
borrowings (including the current portion) include City debentures which are offset by payments made by the Company
into the sinking fund. The Company’s beneficial interest in the sinking fund is a related party balance and has been
recorded at fair value as it has been classified as an available-for-sale financial asset. The fair value of the beneficial
interest in the sinking fund is based on quoted market values as determined by the City at or near the reporting date.

Short-term loans and borrowings are measured at amortized cost and their carrying value approximate their fair value due
to the short-term nature of these financial instruments.

Contingent consideration

The payment of contingent consideration is mainly dependent on securing newly executed long term contracts for the
supply of water, the timing of which is uncertain. The fair value, of the Company’s contingent consideration is determined
based on the expected timing of execution of such new contracts and the resulting cash flows are then discounted at risk
adjusted discount rates. Any change in the timing of execution of new contracts, discount rate or foreign exchange rate
can have material impact on the fair value of contingent consideration.

Timing of execution of new contracts

If the timing of execution of new contracts is advanced by 2 years then the fair value of the contingent consideration will
increase by $4 million. Alternatively, if the timing of execution of new contracts is delayed by 2 years then the fair value
of the contingent consideration will decrease by $5 million.

Discount rate

A 50 basis point change in discount rate will change the fair value of the contingent consideration by $1 million.
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Foreign exchange rate

A 10% change in the foreign exchange rate will change the fair value of the contingent consideration by $4 million.

Derivatives

The fair value of the Company’s financial electricity purchase contracts is determined based on exchange index prices in
active markets. Fair value amounts reflect management’s best estimates using external readily observable market data
such as forward electricity prices.

The fair value of the Company’s interest rate swaps is based on valuations obtained from the counterparty. The fair value
is determined by the counterparty using a discounted cash flow model. The inputs used include notional amounts, the
quoted forward Canadian Dealer Offering Rate (CDOR) curve, the contractual fixed settlement rate and an applicable
discount factor.

It is possible that the assumptions used in establishing fair value amounts will differ from future outcomes and the impact
of such variations could be material.

29. Financial risk management

Overview

The Company is exposed to a number of different financial risks arising from business activities and its use of financial
instruments, including market risk, credit risk, and liquidity risk. The Company’s overall risk management process is
designed to identify, assess, measure, manage, mitigate and report on business risk which includes financial risk.
Enterprise risk management is overseen by the Board of Directors and senior management is responsible for fulfilling
objectives, targets, and policies approved by the Board of Directors. EPCOR’s Corporate Treasurer in conjunction with the
Company’s Internal Audit function provides the Board of Directors with an enterprise risk assessment quarterly. Risk
management strategies, policies and limits are designed to help ensure the risk exposures are managed within the
Company’s business objectives and risk tolerance. The Company’s financial risk management objective is to protect and
minimize volatility in earnings and cash flow.

Financial risk management including foreign exchange risk, interest rate risk, liquidity risk and the associated credit risk
management is carried out by the centralized Treasury function in accordance with applicable policies. The Audit
Committee of the Board of Directors, in its oversight role, performs regular and ad-hoc reviews of risk management
controls and procedures to help ensure compliance.

Risks related to Capital Power

Significant reliance is placed on the capacity of Capital Power to honor its back-to-back debt obligations with EPCOR.
Should Capital Power fail to satisfy these obligations, EPCOR’s capacity to satisfy its debt obligations would be reduced
and EPCOR would need to satisfy its own debt obligations by other means. As per agreement, the back-to-back debt
obligations may be called by EPCOR for repayment. Repayment must occur within 180 days of notice.

Capital Power has indemnified EPCOR for any losses arising from its inability to discharge its liabilities, including any
amounts owing to EPCOR in relation to the long-term loans receivable.

Market risk

Market risk is the risk of loss that results from changes in market factors such as electricity prices, foreign currency
exchange rates, interest rates and equity prices. The level of market risk to which the Company is exposed at any point in
time varies depending on market conditions, expectations of future price or market rate movements and the composition
of the Company’s financial assets and liabilities held, non-trading physical asset and contract portfolios, and trading
portfolios. The Company’s financial exposure management policy is approved by the Board of Directors and the
associated procedures and practices are designed to manage the foreign exchange risk and interest rate dsk throughout
the Company.
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To manage the exposure related to changes in market risk, the Company may use various risk management techniques
including derivative financial instruments such as forward contracts, contracts-for-differences or interest rate swaps. Such
instruments may be used for an anticipated transaction to establish a fixed price denominated in a foreign currency or
electricity or to secure fixed interest rates.

The sensitivities provided in each of the following risk discussions disclose the effect of reasonable changes in relevant
prices and rates on net income at the reporting date. The sensitivities are hypothetical and should not be considered to be
predictive of future performance or indicative of earnings on these instruments. The Company’s actual exposure to market
risks is constantly changing as the Company’s portfolio of debt, equity instruments, foreign currency and commodity
contracts changes. Changes in fair values or cash flows based on market variable fluctuations cannot be extrapolated
since the relationship between the change in the market variable and the change in fair value or cash flows may not be
linear. In addition, the effect of a change in a particular market variable on fair values or cash flows is calculated without
considering interrelationships between the various market rates or mitigating actions that would be taken by the Company.

Electricity price and volume risk

EPCOR sells electricity to regulated rate option (RRO) customers under a RRT. All electricity for the RRO customers is
purchased in real time from the AESO in the spot market. Under the RRT, the amount of electricity to be economically
hedged, the hedging method and the electricity selling prices to be charged to these customers is determined by the
EPSP. Under the EPSP, the Company uses financial contracts to economically hedge the RRO requirements and
incorporate the price into customer rates for the applicable month. Fixed volumes of electricity are economically hedged
using financial contracts-for-differences up to 120 days in advance of the month in which the electricity (load) is consumed
by the RRO customers. The volume of electricity economically hedged in advance is based on load (usage) forecasts for
the consumption month. When consumption varies from forecast consumption patterns, EPCOR is exposed to prevailing
market prices when the volume of electricity economically hedged is short of actual load requirements or greater than the
actual load requirements (long). Exposure to variances in electricity volume can be exacerbated by other events such as
unexpected generation plant outages and unusual weather patterns.

Under contracts-for-differences the Company agrees to exchange, with a single creditworthy and adequately secured
counterparty, the difference between the AESO electricity spot market price and the fixed contract price for a specified
volume of electricity up to 120 days in advance of the consumption date, all in accordance with the EPSP. The contracts-
for-differences are referenced to the AESO electricity spot price and any movement in the AESO price results in changes
in the contract settlement amount. If the risks of the EPSP were to become untenable, EPCOR could test the market and
potentially re-contract the procurement risk under an outsourcing arrangement at a certain cost that would likely increase
procurement costs and reduce margins. The Company may enter into additional financial electricity purchase contracts
outside the EPSP to further economically hedge the price of electricity.

At December 31, 2016, holding all other variables constant, a $5 per megawatt hour increase / decrease in the forward
electricity spot price would increase / decrease net income by approximately $5 million (2015 - $6 million). In preparing
the sensitivity analysis, the Company compared average AESO electricity spot prices to the forward index price for the
past 24 months. Based on historical fluctuations, the Company estimates that the fair value of the contracts could increase
or decrease by up to $22 million (2015 - $35 million) with a corresponding change to net income.

Foreign exchange risk

The Company is exposed to foreign exchange risk on foreign currency denominated future transactions and firm
commitments, and monetary assets and liabilities denominated in a foreign currency and on its net investments in foreign
subsidiaries.

The Company’s financial exposure management policy attempts to minimize material exposures arising from movements
in the Canadian dollar relative to the U.S. dollar or other foreign currencies. The Company’s direct exposure to foreign
exchange risk arises on commitments denominated in U.S. dollars. The Company coordinates and manages foreign
exchange risk centrally by identifying opportunities for naturally occurring opposite movements and then dealing with any
material residual foreign exchange risks.
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The Company may use foreign currency forward contracts to fix the functional currency of its non-functional currency cash
flows thereby reducing its anticipated foreign currency denominated transactional exposure. The Company looks to limit
foreign currency exposures as a percentage of estimated future cash flows.

At December 31, 2016, holding all other variables constant, a 10% change in exchange rate would change the private
debt balance by $39 million (2015 - $35 million).

Interest rate risk

The Company is exposed to changes in interest rates on its cash and cash equivalents, and floating-rate short-term loans
and obligations. The Company is also exposed to interest rate risk from the possibility that changes in the interest rates
will affect future cash flows or the fair values of its financial instruments. Interest rate dsk associated with short-term loans
and borrowings is immaterial due to its short-term maturity. At December 31, 2016 and 2015, all long-term debt was fixed
rate.

The Company entered into the following interest rate swaps to manage its interest rate risk in the Regina Wastewater
project as described below:

Type Term Notional amount Fixed rate Floating rate index

Pay fixed, receive August 1, 2014 - Range of 1.55% 1-month CDOR
floating January 3, 2017 $18 - $136

Pay fixed, receive January 3, 2017 - $67 3.51% lomonth CDOR
floatinc~l June 1,2044

The counterparty to the swap arrangements is a major Canadian financial institution. During their respective terms, the
swaps are being net cash settled on a monthly basis. The Company does not anticipate any material adverse effect on its
financial covenants resulting from its involvement in this type of swap arrangement, nor does it anticipate non-
performance by the counterparty.

During the year, the Company terminated the long term "pay fixed, receive floating" interest rate swap by settlement of the
outstanding liability of $14 million to the counterparty. Subsequent to the year ended December 31, 2016, the remaining
short term interest rate swap was also settled on January 3, 2017.

Equity Price Risk

Equity price risk refers to the risk that the fair value of an investment will fluctuate as a result of changes in equity markets.
The Company is exposed to equity price risk arising from its available-for-sale investment in the common shares of
Capital Power Corporation which are listed on TSX. At December 31, 2016, an increase or decrease of $1.00 in market
price of common shares of Capital Power Corporation will result in an increase or decrease of nil (2015 - $9 million) in the
fair value of Company’s available-for-sale investment in Capital Power, respectively.

Credit risk

Credit risk is the possible financial loss associated with the inability of counterparties to satisfy their contractual obligations
to the Company, including payment and performance. The Company’s counterparty credit risk management policy is
approved by the Board of Directors and the associated procedures and practices are designed to manage the credit risks
associated with the various business activities throughout the Company. Credit and counterparty risk management
procedures and practices generally include assessment of individual counterparty creditworthiness and establishment of
exposure limits prior to entering into a transaction with the counterparty. Exposures and concentrations are subsequently
monitored and are regularly reported to senior management. Creditworthiness continues to be evaluated after
transactions have been initiated, at a minimum, on an annual basis. Credit risk includes the Capital Power back-to-back
debt obligations with EPCOR as described above. To manage and mitigate credit risk, the Company employs various
credit mitigation practices such as master netting agreements, pre-payment arrangements from retail customers, credit
derivatives and other forms of credit enhancements including cash deposits, parent company guarantees, and bank letters
of credit.
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Maximum credit risk exposure

The Company’s maximum credit exposure is represented by the carrying amount of the following financial assets:

2016 2015

Cash and cash equivalents~ (note 9) $ 191 $ 36

Trade and other receivables2 (note 10) 299 333

Other financial assets (note 13) 283 597
$ 773 $ 966

1 This table does not take into account collateral held. At December 31, 2016, the Company held cash deposits of $26
million (2015 -$27 million) as security for certain counterparty accounts receivable and derivative contracts. The
Company is not permitted to sell or re-pledge this collateral in the absence of default of the counterparties providing
the collateral.

2 The Company’s maximum exposures related to trade and other receivables by major credit concentration is
composed of $212 million (2015 - $209 million) related to rate-regulated customer balances. At December 31, 2016,
the Company held credit enhancements to mitigate credit risk on trade and other receivables in the form of letters of
credit of $1 million (2015 - $1 million), performance bonds of $1 million (2015 - nil) and parental guarantees of $263
million (2015 - $252 million).

Credit quality and concentrations

The Company is exposed to credit risk on outstanding trade receivables associated with its energy and water sales
activities and agreements with the AESO and on electricity supply agreements with wholesale and retail customers. The
Company is also exposed to credit risk from its cash and cash equivalents, derivative instruments and long-term financing
arrangements receivable.

The credit quality of the Company’s trade and other receivables, by major credit concentrations, finance lease receivables,
and other financial assets at December 31, 2016 and 2015, was as follows:

Trade and other receivables
Rate-regulated customers3

Non rate-regulated customers
Total trade and other receivables
Cash and cash equivalents
Loans and other long-term receivables

2016 2015
Investment grade Investment grade

or secured1’2 Unrated or secured1’2 Unrated
% % % %

- 24 34

65 11 62 4
65 35 62 38
100 100 -
100 - 100 -

Credit ratings are based on the Company’s internal criteria and analyses, which take into account, among other
factors, the investment grade ratings of external credit rating agencies when available.

Certain trade receivables and other financial assets are considered to have low credit risk as they are either secured
by the underlying assets, secured by other forms of credit enhancements, or the counterparties are local or provincial
governments.

Rate-regulated customer trade receivables include distribution and transmission, water sales, rate-regulated and
default electricity supply receivables. Under the Electric Utilities Act (Alberta), the Company provides electricity supply
in its service area to residential, agricultural and small commercial customers at regulated rates and to those
commercial and industrial customers who have not chosen a competitive offer and consume electricity under default
supply arrangements.
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Rate-regulated customer credit risk

Credit risk exposure for residential and commercial customers under regulated electricity and water supply rates is
generally limited to amounts due from customers for electricity and water consumed but not yet paid for. The Company
mitigates credit risk from counterparties by performing credit checks and on higher risk customers, by taking pre-payments
or cash deposits. The Company monitors credit risk for this portfolio at the gross exposure level.

Trade and other receivables and allowance for doubtful accounts

Trade and other receivables consist primarily of amounts due from retail customers including commercial customers, other
retailers, government-owned or sponsored entities, regulated public utility distributors, and other counterparties.
Commercial customer contracts provide performance assurances through letters of credit, irrevocable guarantees and
bonds. For other retail customers, represented by a diversified customer base, credit losses are generally low and the
Company provides for an allowance for doubtful accounts on estimated credit losses.

The aging of accounts receivables was as follows:

Gross accounts Allowance for Net accounts
December 31, 2016 receivables doubtful accounts receivables
Current1 $ 279 $ $ 279
Outstanding 31 to 60 days 11 11
Outstanding 61 to 90 days 5 2 3
Outstanding more than 90 days 9 3 6

$ 304 $ 5 $ 299

Gross accounts Allowance for Net accounts
December 31, 2015 receivables doubtful accounts receivables
CurrentI $ 293 $ $ 293
Outstanding 31 to 60 days 20 20
Outstanding 61 to 90 days 5 1 4
Outstanding more than 90 days 18 2 16

$ 336 $ 3 $ 333

1 Current amount represents trade and other receivables outstanding up to 30 days. Amounts outstanding for more
than 30 days are considered past due.

Bad debt expense of $9 million (2015 - $5 million) recognized in the year relates to customer amounts that the Company
determined may not be fully collectable. Allowances for doubtful accounts are determined by each business unit
considering the unique factors of the business unit’s trade and other receivables. Allowances and write-offs are
determined either by applying specific risk factors to customer groups’ aged balances in trade and other receivables or by
reviewing material accounts on a case-by-case basis. Reductions in trade and other accounts receivable and the related
allowance for doubtful accounts are recorded when the Company has determined that recovery is not possible.

The change in the allowance for doubtful accounts was as follows:

Balance, beginning of year
Additional allowances created
Recovery of receivables
Receivables written off
Balance, end of year

2016 2015
3 $ 3
9 5
2 1
(9) (6)
5 $ 3

At December 31, 2016, the Company held $24 million (2015 - $27 million) of customer deposits for the purpose of
mitigating the credit risk associated with trade and other receivables from residential and business customers.
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Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. The
Company’s liquidity is managed centrally by the Company’s Treasury function. The Company manages liquidity risk
through regular monitoring of cash and currency requirements by preparing short-term and long-term cash flow forecasts
and by matching the maturity profiles of financial assets and liabilities to identify financing requirements. The financing
requirements are addressed through a combination of committed and demand revolving credit facilities and financings in
public or private debt capital markets.

The Company has revolving extendible credit facilities, which are used principally for the purpose of backing the
Company’s commercial paper program and providing letters of credit, as outlined below:

December 31,2016
Committed
Syndicated bank credit facility1

Syndicated bank credit facility
Total committed
Uncommitted
Bank line of credit

Expiry

November 2019
November 2020

No expiry

Letters of
Banking credit and Net

Total commercial other facility amounts
facilities paper issued draws available

$ 200 $ $ 73 $ 127
350 350
550 73 477

25 25
$ 575    $ $ 73 $ 502

December 31,2015
Committed
Syndicated bank credit facility1

Syndicated bank credit facility
Total committed
Uncommitted
Bank line of credit

Expiry

November 2018
November 2020

Letters of
Banking credit and Net

Total    commercial other facility amounts
facilities paper issued draws available

$ 200 $ $ 48 $ 152
350 98 252
550 98 48 404

No expiry 25 - 25
$ 575 $ 98    $ 48 $ 429

1 Restricted to letters of credit.

The Company’s $350 million committed syndicated bank credit facility is available and primarily used for short-term
borrowing and backstopping EPCOR’s $350 million commercial paper program. The committed syndicated bank credit
facilities cannot be withdrawn by the lenders until expiry, provided that the Company operates within the related terms and
covenants. The extension feature of EPCOR’s committed syndicated bank credit facilities give the Company the option
each year to re-price and extend the terms of the facilities by one or more years subject to agreement with the lending
syndicate. The Company regularly monitors market conditions and may elect to enter into negotiations to extend the
maturity dates.

The Company has credit ratings of A- and A (low), assigned by Standard and Poor’s and DBRS Limited, respectively.

The Company has a Canadian base shelf prospectus under which it may raise up to $1 billion of debt with maturities of
not less than one year. At December 31, 2016, the available amount remaining under this Canadian base shelf
prospectus was $1 billion. The Canadian base shelf prospectus expires in December 2017.

The undiscounted cash flow requirements and contractual maturities of the Company’s non-derivative financial liabilities,
including interest payments, are as follows:
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At December 31, 2016:

Total
2022 and contractual

2017 2018 2019 2020 2021 thereafter cash flows

Trade and other payables1

Loans and borrowings2

Interest payments on
loans and borrowings 112 100 80 79 79 1,141 1,591

Other liabilities 26 3 1 1 34 7 72
$ 428 $ 516 $ 88 $ 87 $ 305 $ 2,445 $ 3,869

At December 31, 2015:

Total
2021 and contractual

2016 2017 2018 2019 2020 thereafter cash flows

275 $ $ $    - $ $ $    275

15 413 7 7 192 1,297 1,931

Trade and other payables1 $ 232 $ $ $ $ $ $ 232
Loans and borrowings2 242 15 413 7 7 1,445 2,129
Interest payments on

loans and borrowings 115 111 99 78 78 1,184 1,665
Other liabilities 27 1 1 1 1 7 38

$ 616 $ 127 $ 513 $ 86 $ 86 $ 2,636 $ 4,064

1 Excluding accrued interest on loans and borrowings of $24 million (2015 - $27 million).

2 Excluding deferred debt issue costs of $11 million (2015 - $12 million).

The Company’s undiscounted cash flow requirements and contractual maturities in the next twelve months of $428 million
(2015 - $616 million) are expected to be funded from operating cash flows, interest and principal payments related to the
unsecured long-term receivable from Capital Power, proceeds from the sale of a portion of available-for-sale investment in
Capital Power, commercial paper issuance and the Company’s credit facilities. In addition, the Company may issue
medium-term notes or other instruments to fund its obligations or investments. The key factors in determining whether to
issue medium-term notes are the expected interest rates for medium-term notes, the estimated demand by investors for
EPCOR debt and the general state of debt capital markets.

The Company has long-term loans receivable from Capital Power which effectively match certain of the long-term loans
and borrowings above. The following are the undiscounted maturities of the long-term loans receivable and interest
payments from Capital Power:

At December 31, 2016:

2017 2018 Total
Long-term loans receivable
from Capital Power (note 13) $ 10 $ 174 $ 184

Interest payments on loans
receivable from Capital Power 10 6 16

$ 20 $ 180 $ 200
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At December 31, 2015:

2016    2017 2018 Total

Long-term loans receivable
from Capital Power (note 13) $ 139 $ 10 $ 174 $ 323

Interest payments on loans
receivable from Capital Power 16 11 6 33

$ 155 $ 21 $ 180 $ 356

The payments from Capital Power fund a portion of the Company’s contractual debt obligations. Should Capital Power be
unable to make its scheduled payments to EPCOR, then the Company will rely more heavily on its credit facilities and its
ability to issue medium-term notes to fund its obligations.

30. Capital management

The Company’s primary objectives when managing capital are to safeguard the Company’s ability to continue as a going
concern, pay dividends to its shareholder in accordance with the Company’s dividend policy, maintain a suitable credit
rating, and to facilitate the acquisition or development of projects in Canada and the U.S. consistent with the Company’s
growth strategy. The Company manages its capital structure in a manner consistent with the risk characteristics of the
underlying assets. This overall objective and policy for managing capital remained unchanged in the current year from the
prior year.

The Company manages capital through regular monitoring of cash and currency requirements by preparing short-term
and long-term cash flow forecasts and reviewing monthly financial results. The Company matches the maturity profiles of
financial assets and liabilities to identify financing requirements to help ensure an adequate amount of liquidity.

The Company considers its capital structure to consist of long-term and short-term debt net of cash and cash equivalents
and shareholder’s equity. The following table represents the Company’s total capital:

2016 2015

Long-term Loans and borrowing (including current portion) (note 18)1 $ 1,931 $ 2,031

Short-term loans (note 18) 98

Cash and cash equivalents (note 9) (191) (36)

Net debt 1,740 2,093

Total equity 2,672 2,515

Total capital $ 4,412 $ 4,608

1 Excluding deferred debt issue costs of $11 million (2015 - $12 million).

EPCOR has the following externally imposed financial covenants on its capital as a result of its credit facilities and
outstanding debt:

¯ Maintenance of modified consolidated net tangible assets to consolidated net tangible assets ratio, as defined in the
debt agreements, of not less than 80% (2015 - 85%);

¯ Maintenance of consolidated senior debt to consolidated capitalization ratio, as defined in the debt agreements, of not
more than 75% (2015 - 70%) ;

¯ Maintenance of interest coverage ratio, as defined in the debt agreements, of not less than 1.75 to 1.00 if the
Company’s credit rating falls below investment grade; and

¯ Limitation on external debt issued by subsidiaries.

These capital restrictions are defined in accordance with the respective agreements. For the years ended December 31,
2016 and 2015, the Company complied with all externally imposed capital restrictions.
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Years ended December 31, 2016 and 2015

31. Commitments, contingencies and guarantees

Corn m itments

The following represent the Company’s commitments not otherwise disclosed in these consolidated financial statements:

At December 31, 2016:

2022 and
2017 2018 2019 2020 2021 thereafter Total

Distribution and Transmission
segment projects1 $ 24 $ 40 $ 13 $ 7 $ 7 $ _ $ 91

Water Services
segment projects2 13 - - 13

Water Services power
contracts3 9 6 3 3 3 24

Water purchase and
transportation of

water agreements4 9 2 - - 15

Billing and customer care
services agreement5 4 4 4 3 3 18

Operating leases payable6 15 15 14 13 12 119 188

$ 74 $ 67 $ 34 $ 26 $ 25 $ 123 $ 349

At December 31, 2015:

2021 and

2016 2017 2018 2019 2020 thereafter Total

$ 33 $ 21 $ $ - $ - $ $ 54

8 9 2 - 19

Water Services
segment projects2

Water Services power
contracts3

Water purchase and
transportation of

water agreements4 8 1 - - 3
Billing and customer care

services agreement5 6 4 4 4 3 3
Operating leases payable6 14 14 14 13 12 131

$ 69 $ 49 $ 20 $ 17 $ 15 $ 137

12

24

198

$ 307

1

2

3

The Company has commitments for several Distribution and Transmission projects as directed by the AESO.

The Company has commitments for several Water Services projects in Canada through contract agreements.

The Company has commitments to purchase power for its Edmonton wastewater treatment plant, water treatment
plants and distribution sites. The agreements expire on or before December 31, 2021. Under the terms of the
agreements, the Company is committed to purchase minimum contracted quantities at a fixed price. There are no
early termination or cancellation clauses in these agreements.

Water Arizona maintains agreements with the Central Arizona Water Conservation District for the purchase and
transportation of water. These agreements are for terms of 100 years expiring at the end of 2107. Under the terms of
these agreements, the Company is committed for the amount of water ordered in the fall of each year to be
purchased and transported the following year.

Water New Mexico maintains agreements with the various well owners for the purchase of water. These agreements
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(Tabular amounts in millions of Canadian dollars unless otherwise indicated)

Years ended December 31, 2016 and 2015

are generally for terms of ten years. Under the terms of these agreements, certain minimum purchases are due each
year in order to maintain the agreements until they expire.

The Company has entered into an agreement for billing and customer care services for Water Arizona and Water
New Mexico. The contract term is ten years, expiring on August 31, 2021.

6 Represents the Company’s gross future operating leases payable for its head office and other premises.

In 2007, the Company entered into a long-term agreement to lease commercial space in a new office tower in
Edmonton, Canada, primarily for its head office (head office lease). The agreement, which became effective in the
fourth quarter of 2011, has an initial lease term of approximately 20 years, expiring on December 31, 2031, and
provides for three successive five-year renewal options. Under the terms of the lease, the Company’s annual lease
commitments, net of annual payments to be paid to the Company by Capital Power and another company under the
sub-leases receivable discussed below, are as follows:

January 1, 2017 through December 31, 2022
January 1, 2023 through December 31, 2023
January 1, 2024 through December 31, 2031

Minimum
lease payable

$ 6
7
8

The Company has sub-leased a portion of the space under its head office lease to Capital Power under the same
terms and conditions as the Company’s lease with its landlord.

Effective November 1, 2013, the Company also sub-leased a portion of the space under its head office lease to a
third party. The term of the sub-lease to the third party expires on October 31, 2023 with two renewal options of four
years each.

Approximate future payments to the Company under the sub-leases receivable are as follows:

Minimum lease receivable
2016 2015

Within one year $ 5 $ 5
After one year but not more than five years 20 20
More than five years 43 48

$    68 $    73

Contingencies

The Company and its subsidiaries are subject to various legal claims that arise in the normal course of business.
Management believes that the aggregate contingent liability of the Company arising from these claims is immaterial and
therefore no provision has been made.

Guarantees

The Company in the normal course of business issues payment guarantees on behalf of its subsidiaries to meet the
conditions of the agreements with third parties. At December 31, 2016, guarantees totaling $429 million (2015- $408
million) have been issued to various third parties.
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32. Segment disclosures

The Company operates in the following reportable business segments, which follow the organization, management and
reporting structure within the Company.

Water Services

Water Services is primarily involved in the treatment, distribution and sale of water and the treatment of wastewater within
Edmonton and other communities throughout Western Canada and the Southwestern U.S. This segment also provides
commercial services including construction, operation and maintenance of water and wastewater treatment plants.

Distribution and Transmission

Distribution and Transmission is involved in the transmission and distribution of electricity within Edmonton. This segment
also provides commercial services including the maintenance and repair of the City-owned street lighting and
transportation support facilities.

Energy Services

Energy Services is primarily involved in the provision of regulated tariff electricity service and default supply electricity
services to residential, small commercial and agricultural customers in Alberta. Energy Services also provides competitive
electricity and natural gas products through Encor.

Corporate

Corporate reflects the costs of the Company’s net unatlocated corporate office expenses and financing revenues on the
long-term receivable from Capital Power. Corporate also holds the available-for-sale investment in Capital Power.
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Lines of business information

Year ended December 31,2016
Water Distribution & Energy Intersegment

Services Transmission Services Corporate Elimination Consolidated

External revenues and other income $ 663 $ 457 $ 812 $ 14 $ $ 1,946

Inter-segment revenue - 177 11 (188)

Total revenues and other income 663 634 823 14 (188) 1,946

Energy purchases
and system access fees - 182 707 (167) 722

Other raw materials
and operating charges 169 49 1 (8) 201

Staff costs and
employee benefits expenses 128 85 28 37 (3) 275

Depreciation and amortization 91 80 6 12 189
Franchise fees and property taxes 28 71 99

Other administrative expenses 33 16 27 15 (10) 81

Operating expenses 439 483 768 65 (188) 1,567
Operating income (loss)

before corporate charges 224 151 55 (51) 379
Corporate income (charges) (30) (29) (10) 69
Operating income 194 122 45 18 379
Finance recoveries (expenses) (95) (51) (3) 37 (112)
Fair value gain on available-for-sale

investment in Capital Power
reclassified from other

comprehensive income on
sale of portion of investment - 42 42

Dividend income from available-for-
sale investment in Capital Power 9 9

Income tax recovery (expense) (14) 5 (9)

Net income $ 85 $ 71 $ 42 $ 111 $ $ 309

Capital additions $ 206 $ 281 $ 4 $    11 $ $ 502
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Year ended December 31,2015
Water Distribution & Energy Intersegment

Services Transmission Services Corporate Elimination Consolidated

External revenues and other income $ 688 $ 436 $ 872 $ 22 $ - $ 2,018
Inter-segment revenue 164 11 - (175)
Total revenues and other income 688 600 883 22 (175) 2,018
Energy purchases

and system access fees 175 770 - (153) 792
Other raw materials

and operating charges 203 48 - 1 (10) 242
Staff costs and

employee benefits expenses 127 86 27 36 (1) 275
Depreciation and amortization 89 69 6 14 178
Franchise fees and property taxes 28 69 - 97
Other administrative expenses 32 16 24 8 (11) 69
Operating expenses 479 463 827 59 (175) 1,653
Operating income (loss)

before corporate charges 209 137 56 (37) 365
Corporate income (charges) (28) (26) (9) 63
Operating income 181 111 47 26
Finance recoveries (expenses) (91) (48) (3) 25
Gains on equity accounted

investment in Capital Power L.P.
Impairment of available-for-sale

investment in Capital Power
Dividend income from available-for-

sale investment in Capital Power
Equity share of

income of Capital Power L.P.
Income tax recovery (expense)

Net income

Capital additions

365

(117)

60

(60)

10

60

(6O)

10

5 5
(10) 7 (3)

$ 80 $    63 $ 44 $ 73 $ $    260

$ 214 $    235 $     1 $ 13 $ $    463

The Company’s assets and liabilities by lines of business at December 31, 2016 and 2015 are summarized as follows:

December 31, 2016
Water Distribution & Energy Intersegment

Services Transmission Services Corporate Elimination Consolidated
Total assets                      $ 3,520 $ 2,080 $ 163 $ 3,272 $ (2,874) $ 6,161
Total liabilities 2,769 1,407 150 2,037 (2,874) 3,489

December 31, 2015
Water Distribution & Energy Intersegment

Services Transmission Services Corporate Elimination Consolidated
Total assets $ 3,375 $ 1,907 $ 175 $ 3,270 $ (2,639) $    6,088
Total liabilities 2,682 1,273 160 2,097 (2,639) 3,573
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Years ended December 31,2016 and 2015

Geographic information

Year ended December 31, 2016
Inter-

segment
Canada U.S. eliminations Total Canada

External revenues
and other income $ 1,732 $ 214 $ $ 1,946 $ 1,825

Inter-segment
revenues 188 (188) 175

Total revenues
and other income $ 1,920 $ 214 $ /188/ $ 1,946 $ 2,000

Non-current assets

Year ended December 31, 2015
Inter-

segment
U.S. eliminations Total

$193 $ $2,018

- (175)

$193 $ /175/ $2,018

2016 2015
Canada $ 4,469 $ 4,362
U.S. 1,156 1,055

$ 5,625 $ 5,417

33. Comparative information

The comparative information in these consolidated financial statements have been reclassified, where applicable, to
conform to current year presentation.
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Addendum III

Appendix to New Mexico Annual Report

New Capital Projects for 2016
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1. Executive Summary

In 2006, EPCOR Water New Mexico Inc. ("EPCOR") proposed a water conservation rebate

program to the New Mexico Public Regulation Commission ("PRC"). In 2007, the PRC approved

the program and subsequently in May 2012 the PRC re-approved the program. The decision in

Case Number 11-00196-UT requires this report to be filed at the PRC.

EPCOR has implemented the water conservation media and public education program since

2003, asking citizens of Clovis to adhere to an outdoor watering schedule and conserve water. In

April 2008, EPCOR kicked off the water conservation rebate program. This program offers

rebates for those who purchase high efficiency clothes washers and toilets. In 2010, EPCOR

stopped collecting the surcharge which funded the program, then in December 2011, the funds

were completely depleted and the program was temporarily suspended. In May 2012, the PRC

reauthorized the surcharge and EPCOR began implementing the rebate program again. During

2013, 267 applications for rebates were approved for a total of $110,850. For these approved

applications, it is estimated that the directly attributable savings will be 5,388,431 gallons for

2013. In 2014 there were 147 rebate applications approved for a total rebate credit amount of

$62,565.28 and the estimated annual water savings for these approved applications is 7,477,488

gallons of water. During 2015 there were 78 rebate requests and a total $37,898.42 distributed as

rebates resulting in an estimated annual water savings of 4,376,881 gallons. During 2016 there

were 48 rebate requests and a total of $13,015.90 distributed as rebates resulting in an estimated

annual water savings of 1,187,285 gallons.
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2. Conservation Program History

2.1. Education and Outreach

2.1.1. Overview

Since the summer of 2003, in order to help reduce peak summer water demands and balance

supplies with demands, EPCOR and the City of Clovis have implemented a comprehensive

media and public education program, asking the citizens of Clovis to reduce indoor and outdoor

water use, including adhering to strict outdoor watering schedules. EPCOR plans to continue this

voluntary program in the future. In addition, each year EPCOR offers two types of complimentary

water conservation kits to our customers - an audit kit and a retrofit kit. The audit kits provide

customers with toilet leak detection tablets, shower flow monitoring bags, a landscape watering

guide and a how-to guide on home water auditing. The retrofit kits include low-flow shower heads,

faucet aerators, and hose nozzles - which are provided to customers at no charge. EPCOR also

distributes water conservation tips and brochures to customers on a regular basis in the form of

bill inserts and brochures made available at the local customer service office and at community

events.

2.2. Rebate Program

2.2.1. Overview

The conservation rebate program was reapproved in May 2012 by the PRC and that re-approval

required this report to be filed. The conservation rebate program as outlined in earlier testimony

is to incentivize the purchase of water efficient products through rebates.
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2.2.2. Financials

The rebate program has been approved by the PRC to issue water conservation rebates of

approximately $90,000 per year. These rebates are funded through a high block surcharge of

$0.2824 per 100 cubic feet (CCF). This surcharge applies to usage in the highest block for each

customer class as follows:

Class

Residential

All meters

Commercial

5/8" meter

1" meter

1 ½" meter

Usage in excess of:

15,000 gallons (20 CCF)

22,400 gallons (30 CCF)

63,600 gallons (85 CCF)

67,300 gallons (90 CCF)

2" meter

3" meter

4" meter

6" meter

8" meter

10" meter

12" meter

187,000 gallons (250 CCF)

261,800 gallons (350 CCF)

336,600 gallons (450 CCF)

897,700 gallons (1,200 CCF)

897,700 gallons (1,200 CCF)

897,700 gallons (1,200 CCF)

897,700 gallons (1,200 CCF)

Public Schools & Municipal Government

All meters 135,307,300 gallons (180,880 CCF)
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3. Current Year Conservation Program

3.1. Education and Outreach

3.1.1. Overview

EPCOR is continuing its education and outreach conservation program. A comprehensive media

program has been implemented to continue to educate and inform the residents of Clovis about

water conservation. This program includes radio advertising in English and Spanish and

published newspaper articles. The 2016 media program targeted the highest water using months

and addressed the voluntary outdoor watering schedule, rebate program and water wise tips.

In 2016, EPCOR produced many radio segments discussing water wise activities for the

summertime and advertised our suggested watering schedule. EPCOR also advertised water

conservation through print and online versions of the local newspaper, the Clovis News Journal.

Our media campaign also included bill inserts and email messages offering educational

information and our free conservation kits. These were mailed and emailed out to customers

several times during the year.

EPCOR offers two water conservation kits to all of its customers free of charge; the water audit kit

and the retrofit kit. Furthermore, EPCOR worked with the City of Clovis to educate the public on

the seriousness of the water levels in the Ogallala aquifer and outlined ways that individuals can

help.

EPCOR also offers a youth assembly magic show to schools. The magic show is an interactive

assembly program that explains the water cycle and why it’s important to conserve water. In

2016, ten Clovis schools took advantage of this program and reached 3,892 students. In addition,

EPCOR has also developed a conservation activity book for school children. It explains the
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importance of water conservation and staying hydrated. These activity booklets were distributed

to children during Clovis’ Water Conservation week in April 2016.

3.1.2. Financials

In 2016, the outreach portion of the program cost approximately $39,088.45. This included radio

and newspaper advertising, youth education, and direct mailings to customers.

3.2. Rebate Program

3.2.1. Overview

The water conservation rebate program restarted in May 2012 and has been in full swing since

then. The water conservation rebate program continues targeting the replacement of high water

use toilets, clothes washers, and landscapes. Rebates are available for residential, commercial,

and public authority customers who wish to convert their turf to low water landscapes.

Toilets have the single highest water use inside the home. Older toilets or non-conserving toilets

on average use about 3.61 gallons per flush. Replacing these toilets reduces water use by over

half, down to an average of 1.54 gallons per flush (Mayer, et. al. 2000). The water conservation

rebate program offers a rebate to those who replace older toilets with newer toilets with a flush

volume of 1.6 gallons or less.

Clothes washers typically have the second highest water use inside the home with older washers

using on average 40.9 gallons per load. Replacing these washers can reduce water use almost in

half, down to 24.3 gallons per load (Mayer, et. al. 2000). The water conservation rebate program

offers a rebate to those who replace older clothes washers with newer, high efficiency clothes

washers which are tier 2 or tier 3 listed by the Consortium for Energy Efficiency (CEE).
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Outdoor water use can account for up to 70 percent of a home’s water use and great water

savings can be achieved by the removal of tuff. However, due to watering frequency and

duration, it is exceptionally difficult to quantify the amount of water saved by landscape

conversions. The total square footage of high water use landscape that applied for and received

rebates in 2016 was 14,765 square feet. Research indicates that an average of 55 gallons per

square foot per year is saved by converting from turf to low water use landscapes (Sovocool et.al.

2006).

In 2016, 48 applications for rebates were received. Of these, 35 were for toilets; 4 were for high

efficiency clothes washers and 9 were for landscape conversions. Estimated water savings

directly attributable to this water conservation rebate program are 1,187,285 gallons per year.

This breaks down to 352,152 gallons saved annually by replacing toilets; 23,058 gallons saved

annually by replacing clothes washers and 812,075 gallons saved annually through landscape

conversions.

3.2.2. Financials

As proposed by EPCOR and approved by the PRC, the rebate program is funded by a high block

surcharge. In 2016, this surcharge took in a total of $86,184.44.

During 2016, the water conservation rebate program gave rebates totaling $13,015.90. This

calculates to an average rebate of $271.16.2016 began with a balance of $43,929.31 and ended

with a balance of $117,040.52. This balance is carried over into 2017 just as the 2014 balance

was carried forward to 2015, and the 2015 balance was carried over to 2016; rebates will be

given using these funds.
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4. Future Conservation Program

4.1. Education and Outreach

4.1.1. Overview

The conservation program implemented by EPCOR continued strong through 2016. As the water

supplies in the area continue to diminish, conservation will be pivotal to lowering water demand.

The advertising campaign has been very successful, and this is a campaign area that may be

expanded to achieve even more success. Much of the current advertising is accomplished

through local radio stations. Although local, these radio stations reach and/or cover other nearby

communities and EPCOR may partner with one of them in the future.

It is a widespread belief that education of elementary and middle school children has truly driven

down water use in many other communities across the west. EPCOR has begun to expand the

conservation program to reach the children of Clovis with a comprehensive water conservation

message. This program includes the SAVEH20 Magic Show that EPCOR offers to all elementary

schools in Clovis.

4.1.2. Financials

If, in the future, the water conservation efforts are to be expanded, additional expenses may be

incurred. However, at this time, no expense increases are planned in the near future.

9



WATER

4.2. Rebate Program

4.2.1. Overview

The water conservation rebate program has continued to target inefficient toilets and clothes

washers, as well as landscape conversions. As the program has aged, customers’ response has

declined significantly and it appears that it may be time to phase out the program.

In 2016 EPCOR worked with a graduate student at the University of New Mexico to study the

declining use that is occurring in the Clovis system. The study found that median customers use

has been declining at an average annual rate of over 3% over the last 10 years. Additionally, this

decline in use was observed in both customers that received rebates and those who didn’t. The

decline in use is almost identical between the two groups at 3.74% for those who received a

rebate and 3.55% for those who didn’t. While individual customer rebates definitely reduce water

use, customers who are not receiving rebates are conserving at almost identical rates.

4.2.2. Financials

The current high block surcharge is funding the program at a rate much higher than the rate at

which rebates are being applied for by customers. At the end of 2016 the program had a balance

of over $117,000. At the rate which rebates are currently being paid out, this balance could take

ten years to pay out in rebates. EPCOR believes that the surcharge should be reduced to $0 in

the very near future and intends to file a request for that reduction in its tariffs.
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HOT SUMMER DAYS in Clovis mean you can use twice as much
water than on a normal day. As temperatures heat up, there are simple
steps you can take to reduce your water use. One way is to follow the
outdoor watering schedule.

ODD-
NUMBERED

ADDRESSEES:
Tuesday, Thursday

and Saturday

EVEN-

~/
NUMBERED \

ADDRESSES:

Wednesday, Friday//
NO WATERING
ON MON DAYS

WAYS TO VALU  YOU
Valuing your water is an important solution to long-term water
supply needs. Making an effort to value your water will also help
you save money. EPCOR Water offers rebates to customers
who change high water-use toilets and clothes washers to

water-efficient models, and to customers who switch from
turf to xeriscape landscaping. EPCOR Water also offers free
resources like low-flow showerheads and hose nozzles.
These options help place a higher value on your water while
also saving you money. To learn more about EPCOR Water’s
rebate program and to receive an application, email us at





Clovis Conservation Bill Insert

<Title>

Conserve Water and Money - Learn more about the rebate program for Clovis

<Copy>

Clothes Washer Rebate Program

You could get a S:~50 rebate to install a high-efficiency clothes washer that uses 30-50% less water and

50% less energy.

Toilet Rebate Program

Get up to a $150 rebate to replace an old high water-use toilet with a water-efficient model and save up

to 17,000 gallons of water per year.

Landscape Rebate Program

EPCOR Water is offering up to $800 for changing your landscape from a turf lawn to a low water-use

landscape that can drastically cut down on your water bill.

To learn more go to epcor.com
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