WATER COMPANIES

. Legal Requirements (Title 68, Oklahoma Statutes 2001, § 2848) Railroads, air
carriers and public service corporations - Sworn list of schedules.

A. Every railroad, air carrier and public service corporation organized, existing, or doing
business in this state, shall, on or before April 15 of each year, return sworn lists or
schedules of its taxable property to the Oklahoma Tax Commission as provided by
law, or as may be required by the Commission; and such property shall be listed with
reference to the amount, kind, and value as of the first day of January of the year in
which it is listed; and said property shall be subject to taxation for county, municipal,
public school, and other purposes to the same extent as the real and personal
property of individuals.

B. The Oklahoma Tax Commission requests certain financial data be included on any
statement or schedule including, but not limited to:

1.

2.

List of amount, kind and value of all taxable property as of January 1;

The amount of capital stock authorized, and the number of shares into which
such capital stock is divided, (shares outstanding);

The amount of capital stock paid up;

The market value of such stock, or if no market value, then the actual value of
the shares of stock;

The amount of bonded indebtedness;

A notarized affidavit indicating the filing to be true, correct, and complete, a
company organization synopsis, Oklahoma exempt property worksheet, a system
map, and for each state or non United States province where your company has
situs, its original cost inclusive of construction work in progress, with
accumulated depreciation (OTC Forms 902-1 thru 902-6);

Property allocation factors including water system land, water system buildings,
water tanks, water wells, water pumps, water treatment plants, water lines, water
services, water meters in service, fire hydrants, other water plant property,
furniture and fixtures, automobiles and trucks, tools, shop, garage and lab
equipment, power operated equipment, materials, supplies, warehouse stock and
meters in storage, accumulated depreciation, exempt property original cost, the
number of active metered and unmetered customers, the number of inactive
customers and the year the system was built (OTC Form 903-W);

A detailed list of all property in each county by city or town, school district and
area (vo-tech) school district. The list must be in sufficient detail (including legal
descriptions for land and structures) for taxing agents to make proper
identification. This form must be filed in duplicate (one copy with original cost,
one without original cost), the copy without original cost will be forwarded to the
respective county (OTC Form 913-DV);

A completed distribution database/computer printout listing, or for new taxing
jurisdictions OTC Form 913-DV, identifying the respective taxing jurisdictions
where the company in question has situs;



10.

11.

12.

13.

14.

15.

16.

17.

Financial data as of January 1, including selected balance sheet and income
statement items, total amount of debt and preferred stock issues, market value of
common stock shown by high and low prices each month for the reporting or
parent company as is applicable, number of common stock shares outstanding,
allocation factors from the parent company if parent company stock information
was used (OTC Form 904-W-1 thru 904-W-4);

Several years of historical data including plant additions and retirements, net
carrier operating income, gross operating revenues, net plant investment, gross
plant investment, customers, non-cash expense and cash flow (OTC Form 904-
W-5 thru 904-W-6);

Investment data as per books of account including common stock, preferred
stock, long term debt and deferred income taxes. The rates reported must be
embedded (actual) interest on debt instruments (OTC Form 904-W-7);
Company rendered Oklahoma fair cash value (mandatory). Allocation factor of
original cost Oklahoma and system, and the exempt Oklahoma utility property
cost as shown on OTC Form 903-W (OTC Form 904-W-7);

Stockholders report for the year preceding January 1;

Balance sheet as of January 1, (audited if possible);

Income statement for the year preceding January 1, (audited if possible);

Form 10K (if applicable).

Data Sources

A.
B
C.
D

E.

OTC - Oklahoma Tax Commission report for Ad Valorem Division purposes;

Annual report to stockholders;

Auditors opinion and financial statements;

SEC — Securities and Exchange Commission Form 10-K;

Annual filing to Oklahoma Corporation Commission.

Data Needed for Valuation

A.

Cost Approach — Original Cost less Depreciation

1.

Original cost of utility plant and equipment (including land, buildings, tanks, wells,
pumps, water lines, meters, hydrants, furniture and fixtures, automobiles, tools
and other tangible physical property) recorded by account;

Accumulated depreciation recorded in accounts related to utility plant and
equipment by account;

Amount recorded in the materials and supplies account;

Amount of original cost and accumulated depreciation of any miscellaneous
physical property;



Iv.

5.

Balance sheets for the last two years.

B. Income Approach

1.

Income statements for the last two years showing income and expense by
accounts;

Statement showing after tax net utility operating income for each of the last five
years;

Gross operating income for the past five years;
Net plant investment for the past five years;
Gross plant investment for the past five years;
Number of customers for the past five years;

Cash flow (net operating income plus non-cash expenses) for the past five years.

C. Stock and Debt Approach

1.

2.

Market value of long term obligations as of January 1;

List of long term obligations showing date of instrument, maturity date, interest
rate, and amount outstanding as of January 1;

Amount of current debt outstanding as of January 1;
Market value of preferred stock outstanding as of January 1;

List of preferred stock issues showing stated rate, par value and shares
outstanding as of January 1;

Market value of common stock outstanding as of January 1;

Number of shares of common stock outstanding as of January 1. If the reporting
company does not have publicly traded stock, then that of the parent company
whose stock is publicly traded shall be used;

List of high and low prices for the common stock for each of the twelve months
proceeding January 1. If the reporting company does not have publicly traded
stock, then that of the parent company whose stock is publicly traded shall be
used;

If the reporting company does not have publicly traded stock, then the original
cost, net investment, gross revenue and net income of the parent company
whose stock is publicly traded in addition to that of the reporting company are
needed;

10. Amounts payable to affiliated companies as of January 1.

Reporting Tax Exempt Items

A. Oklahoma licensed vehicles, original cost and accumulated depreciation



1.

Total of requested exemptions;

2. Applicable accumulated provisions for depreciation;
3. Tag number for all vehicles and indication of type (i.e. sedan, 7z ton pickup, etc.).
B. Producing Oil Wells, original cost and accumulated depreciation.
C. Producing Gas Wells, original cost and accumulated depreciation.
D. Other, original cost and accumulated depreciation and reason for exemption.
V. Valuation Formula

A. Cost Approach — Original cost less depreciation

B.

1.

2.

3.

4.

5.

Depreciated cost of all company plant, including leased property (except CWIP);
Construction work in progress deferred at computed capitalization rate;
Materials and supplies;

Furniture, fixtures, tools and other tangible physical property;

Other taxable property.

FORMULA: (#1 + #2 + #3 + #4 + #5) = Indicator of system value using Cost
Approach based on original cost less depreciation.

Income Approach

1.

Net utility operating income and/or cash flow based on one of the following:

- Standard net operating income to gross revenue ratio based on actual gross
revenue or typical gross revenue per customer;

- Five year simple average;
- Five year weighted average;
- Most recent year;

- Trended analysis using linear regression, exponential curve, logarithmic
curve and/or power curve analysis.

Actual company capitalization rate or default rate, using the band of investment
method. The default rate should be used only when the capital structure of the
company is abnormal and unacceptable. Earnings price ratios, capital asset
pricing models, discounted cash flow models (dividend growth models) and risk
premium models shall all be considered when determining the equity rate
component for the band of investment. The capitalization rate used should
match the level of income being capitalized.

FORMULA: (#1 / #2) = Indicator of system value using the Income Approach.



VL.

VIL.

VIIL.

C. Stock and Debt Approach
1. Market value of equity;
2. Market value of debt;
3. Percentage of taxable property to total property.

FORMULA: [(#1 + #2) x #3] = Indicator of system value using the Stock and
Debt Approach.

Correlation
At this point the value indicators must be correlated into a final system value (correlated
unit value) based on the appraiser’s best judgement. Generally two or more approaches
to value are utilized for this final correlation. However, there may be circumstances
whereby only one approach to value is utilized.
Allocation
A. Original cost — Oklahoma divided by total equals percent in Oklahoma
Exemptions
A. Original cost of Oklahoma property;
B. Original cost of exempt property in Oklahoma.
FORMULA: [(A —B)/A] = Oklahoma taxable property ratio

Oklahoma Taxable Unit Value

FORMULA: [(Correlated Unit Value x Oklahoma Allocation Factor) x Oklahoma
Taxable Property Ratio] = Oklahoma Taxable Unit Value



902-W03
OTC FORM 902-1

OKLAHOMA TAX COMMISSION
AD VALOREM DIVISION
P. 0. BOX 53248

Oklahoma City, OK 73152-3248
WATER

In accordance with the provisions of Article 28 of Title 68, Oklahoma Statutes, 2001, as
amended, and especially Section 2808 and Sections 2847 through 2884 inclusive, you are
hereby required to furnish, under oath, to the Oklahoma Tax Commission by April 15,
2003, a Schedule of Assets and Liabilities of your company as of the first day of January,
2003, in all states. Furnish a detailed System Earnings Statement for the year ending
December 31, 2002 and other years as called for herein, book value information as of the
first day of January, 2003 your company's capital structure and actual (embedded) interest
costs on debt and actual preferred stock dividends, and schedules and lists of all taxable
property in Oklahoma as of January 1, 2003, showing the amount and value in each
county, municipality and school district, and any information required by law or requested
by the Oklahoma Tax Commission.

Note especially the mandatory penalty provisions of Section 2857 and the provisions for a
fifteen-day extension to April 30th upon written request showing good cause.

AFFIDAVIT

State of

County of

l, , being first duly sworn, according to law, depose and
say: that | am the of Company;
that as such, | am acquainted with the books, records, accounts, and affairs of said
Company, and know the accompanying statements, as shown by the Exhibits, Schedules,
and Property Listings enclosed to be true, correct and complete, as reflected by the
records and books of account of the Company; and that all information requested herein
has been fully and correctly given.

Signature

Subscribed and sworn to before me this day of , 2003.

Notary Public
SEAL

My Commission expires




10.

OTC FORM 902-2

ORGANIZATION

Exact legal name by which respondent was known at close of year:

F. E. . No.

Address of principal business office of respondent at close of year:

Number & Street

City, State & Zip Code

Date of Formation:

Where:

State whether respondent is a proprietorship, partnership, subchapter S corporation, association,
cooperative, trust, mutual, subsidiary, or parent company:

Does the company operate in other States besides Oklahoma? How many?

State the exact nature of the business in which respondent is engaged; list activities, services
rendered, products sold, etc.

Name, title, mailing address and telephone number of person to whom the Annual Report forms,
the notice of value indicators, fair cash value, and the property tax statement should be sent:

Name: Title:

Mailing Address:

Area Code: Tele. Fax:

Description of present system with analysis of immediate future:

Report details of any change of ownership, including mergers or acquisitions that occurred during the year
for which this report is made. Include dates, consideration, terms and all pertinent data. Give details of
effect on Oklahoma property by counties affected.




ORGANIZATION

(Continued)
11. Is this a regulated company? (Yes / No)
12. Most recent rate case if regulated:
Date approved: By: (Regulator)
Allowed rate of return on equity after depreciation: %
Allowed overall rate of return on total capital: %
Second most recent case if regulated:
Date approved: By: (Regulator)
Allowed rate of return on equity after depreciation: %
Allowed overall rate of return on total capital: %

Price / Earnings ratio of common stock of the company:

at 12-31-97 . at 12-31-98 ,
at 12-31-99 . at 12-31-00 ,
at 12-31-01 . at 12-31-02

NOTE: All changes and / or corrections must be submitted on Forms 902, 903, 904, or 913.

OTC FORM 902-3



OTC FORM 902-4

COMPANY
EXEMPTION WORKSHEET - OKLAHOMA PROPERTY ONLY
EXEMPT UTILITY (ORCARRIER) PROPERTY
ACCUMULATED
DESCRIPTION OF EXEMPT ACCOUNT CosT DEPRECIATION
OKLAHOMA UTILITY PROPERTY NUMBER REASON FOR EXCEPTION JANUARY 1 JANUARY 1
LICENSED VEHICLES TAG
IN-LIEU-OF
PRODUCING OIL WELLS PRODUCTION TAX
IN-LIEU-OF
PRODUCING GAS WELLS PRODUCTION TAX
IN-LIEU-OF

TOTAL ORIGINAL COST AND ACCUMULATED DEPRECIATION
(FORWARD TO ALLOCATION FACTOR FORM 903)




OTC FORM 902-5W

Oklahoma Tax Commission
Ad Valorem Division

System Map Guidelines
(Effective December 31, 2003)

Furnish an Oklahoma system map of the facilities operated by the respondent. This system map should be
exclusive to the reporting entity. Utilizing NAD27 or greater (NAD83 preferred), it is requested that this
map be in electronic format if possible, otherwise a hard copy will be required. This map should represent
the following:

. Location of all facilities/plants.
° Location of warehouse, storage facilities, interchange facilities, maintenance facilities, etc.
Location of all pipelines, in use or dormant, including sales and acquisitions, with additions
or deletions from previous year color-coded
Year of installation/Year of acquisition, if available
Size, length, and composition
County and school district boundaries *
A map legend which includes:
1. Date of preparation
2. Company name and Ad Valorem Identification Number
3. Color and other coding key
4. Map Scale

A failure or refusal to file will subject the reporting entity to administrative penalties in accordance with
Title 68, Oklahoma Statutes, Section 2857.

* For reference, see: www.geo.ou.edu



http://www.geo.ou.edu/services/districtsearch.htm

OTC FORM 902-6

COMPANY

STATE ALLOCATION

PLEASE SHOW THE TOTAL ORIGINAL COST (BEFORE DEPRECIATION) AND THE ACCUMULATED DEPRECIATION FOR EACH STATE OR NON-
UNITED STATES PROVINCE WITHIN WHICH YOUR COMPANY HAS PROPERTY.

ORIGINAL ACCUMULATED
STATE OR NON-U. S. PROVINCE COST DEPRECIATION
AS OF JANUARY 1 AS OF JANUARY 1

TOTAL ORIGINAL COST AND ACCUMULATED DEPRECIATION
(FORWARD TO FORM 903 AND FORM 904-7)




OTC FORM 903-W

COMPANY JANUARY 1, 2003

PROPERTY ALLOCATION FACTORS

(DEPRECIATION ACCOUNTING)

PROPERTY ORIGINAL
PROPERTY DESCRIPTION COST
(Show Quantity, size, $

length, and material)

1. WATER SYSTEM LAND

2. WATER SYSTEM BUILDINGS

3. WATER TANKS

4, WATER WELLS

5. WATER PumpPs

6. WATER TREATMENT PLANTS

7. WATER LINES (LENGTH, SIZE, MATERIAL)

8. WATER LINES (LENGTH, SIZE, MATERIAL)

9. WATER SERVICES

10. WATER METERS IN SERVICE

11. FIRE HYDRANTS

12. OTHER WATER PLANT PROPERTY

13. FURNITURE AND FIXTURES

14. AUTOMOBILES & TRUCKS (IF LICENSED, CLAIM EXEMPTION ON OTC FORM 902-4)

15. TooLs, SHOP, GARAGE AND LAB EQUIPMENT

16. POWER-OPERATED EQUIPMENT (BACKHOES, TRENCHERS, ETC.)

17. MATERIALS, SUPPLIES, WAREHOUSE STOCK AND METERS IN STORAGE

18. TOTAL (LINES 1 THRU 17)

19. ACCUMULATED DEPRECIATION

20. EXEMPT PROPERTY ORIGINAL COST (OTC FORM 902-4)

NUMBER OF ACTIVE METERED CUSTOMERS WHAT YEAR WAS THIS SYSTEM BUILT?
NUMBER OF ACTIVE UNMETERED CUSTOMERS NUMBER OF INACTIVE CUSTOMERS

TOTAL ACTIVE CUSTOMERS



1 WFORM2003 DATA INPUT: COMPANY NAME, DATE, ETC. (OTC-904-W-1)

2 A B====================C D E
3 Month Day Year
4 Appraisal Date 1 1 2003
5

6 Subject

7 Company {WATER}
8

9

10 F.E.I. No.

11

12

13

14

15

16

17

18

19

20

========== DATA INPUT: BALANCE SHEET - SELECTED ASSETS ==========

G H I J

N —
n

3 Land

4 Buildings
5 Tanks

6 Wells

7 Water pumps
8 Water treatment plants

9 Water lines

10 Services
11 Meters in service

12 Fire hydrants

13 Other water plant property
14 Furniture & fixtures

15 Automobiles & trucks

16 Tools, shop & garage, lab eq.
17 Power operated equipment

18 Materials & supplies

19 Accrued depreciation
20 Total assets

1 ========== DATA INPUT: BALANCE SHEET - SELECTED LIABILITIES ===========

o

2 K L M============ N
3 Common Stock

4 Preferred stock

5 Retained earnings
6 Total capital stock & retained earnings

7 Long term debt (less reacquired debt)

8 Advances from associated companies
9 Other long term debt

10 Other long term debt

11 Other long term debt
12 Unamortized premium on long term debt

13 (Less) Unamortized discount on long term debt

14 Total long term debt
15 Current & accrued liabilities

16 Accumulated deferred investment tax credits

17 Accumulated deferred income taxes

18 Total deferred credits

19 Total operating reserves

20 Total Liabilities & Equity



(OTC-904-W-2)
T

1
2 P Q R S
3

4 Operating revenues

5 Operating expenses

6 Depreciation expenses

7 Amortization expenses

8 Federal income taxes

9 Other income taxes

10 Deferred income taxes (net)

11 Investment tax credits

12 Net utility operating income

13 AFUDC

14 Total other income

15 Total other income deductions

16 Total taxes on other income

17 AFUDC - Borrowed

18 Total interest charges

19 Income before extraordinary items
20 Netincome (after extraordinary items)

Y

U V W X

RATE (JAN 1) MONTH <MATURITY> YEAR OUTSTANDING

MARKET VALUE
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========== DATA INPUT: OUTSTANDING DEBT
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20 Totals




RATE (JAN 1)

========== DATA INPUT: OUTSTANDING DEBT =========

(OTC-904-W-3)

======AF AG AH

Al

MONTH <MATURITY> YEAR OUTSTANDING

MARKET VALUE

—_—
NI2IDO©OONOUThWN =

13

14

15

16
17
18
19

Totals

AJ

AK AG================AM

SO©ONOUTAWN =
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RATE (JAN 1)

MONTH <MATURITY> YEAR OUTSTANDING

AN

MARKET VALUE

========== DATA INPUT: PREFERRED STOCK =======

AS
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NO. OF SHARES PAR AVG. PRICE

ALLOCATION %




1 ========== DATA INPUT: PREFERRED STOCK ========== (OTC-904-W-4)
2 AT AU AV AW AX==========
3 RATE NO. OF SHARES PAR AVG. PRICE ALLOCATION %

4

5

6

7

8

9
10
11
12
13
14
15

16

17

18

19

20

1 ========== DATA INPUT: PREFERRED STOCK ==========
2======AY===============AZ BA ==BB BC

3 RATE NO. OF SHARES PAR AVG. PRICE ALLOCATION %

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

1 ========== DATA INPUT: COMMON STOCK ==========

2 BD BE============BF BG BH

3 Shares outstanding =

4

5 Month High Price Low Price Parent Company Allocation

6

7 January Co. Gross Revenue

8 February Parent Gross Revenue

9 March NA
10 April Co. Net Income

11 May Parent Net Income

12 June NA
13 July Co. Total Assets

14 August Parent Total Assets

15 September NA
16 October Co. Net Assets

17 November Parent Net Assets

18 December NA

20 Name of company whose stock is publicly traded:




========== DATA INPUT: PLANT ADDITIONS ========== (OTC-904-W-5)

1

2 Bl BJ BK================B| =============BM==========
3

4 YEAR ADDITIONS YEAR ADDITIONS
5

6 1943 1958

7 1944 1959

8 1945 1960

9 1946 1961

10 1947 1962

11 1948 1963

12 1949 1964

13 1950 1965

14 1951 1966

15 1952 1967

16 1953 1968

17 1954 1969

18 1955 1970

19 1956 1971

20 1957 1972

1 ========== DATA INPUT: PLANT ADDITIONS ==========
2 BN BO BP BQ BR
3

4 YEAR ADDITIONS YEAR ADDITIONS
5

6 1973 1988

7 1974 1989

8 1975 1990

9 1976 1991

10 1977 1992

11 1978 1993

12 1979 1994

13 1980 1995

14 1981 1996

15 1982 1997

16 1983 1998

17 1984 1999

18 1985 2000

19 1986 2001

20 1987 2002

1 ========== DATA INPUT: PLANT RETIREMENTS ==========
2 ======BS=====================BT BU BV BW========
3

4 YEAR RETIREMENTS YEAR RETIREMENTS
5

6 1943 1958

7 1944 1959

8 1945 1960

9 1946 1961

10 1947 1962

11 1948 1963

12 1949 1964

13 1950 1965

14 1951 1966

15 1952 1967

16 1953 1968

17 1954 1969

18 1955 1970

19 1956 1971

20 1957 1972




1 ========== DATA INPUT: PLANT RETIREMENTS ========== (OTC-904-W-6)
2======BX======================RBY. BZ CA CB
3

4 YEAR RETIREMENTS YEAR RETIREMENTS

5

6 1973 1988

7 1974 1989

8 1975 1990

9 1976 1991

10 1977 1992

11 1978 1993

12 1979 1994

13 1980 1995

14 1981 1996

15 1982 1997

16 1983 1998

17 1984 1999

18 1985 2000

19 1986 2001

20 1987 2002

1 ========== DATA INPUT: TREND DATA ==========

2 ======C(C====================CD CE CF CG
3 NET OPERATING GROSS NET TOTAL
4 YEAR INCOME REVENUES INVESTMENT INVESTMENT
5

6 1988

7 1989

8 1990

9 1991

10 1992

11 1993

12 1994

13 1995

14 1996

15 1997

16 1998

17 1999

18 2000

19 2001

20 2002

1 ========== DATA INPUT: TREND DATA ==========

2 ======CH==============C]| CJ===================CK=================C| ==========
3 NON-CASH EXP. CASH FLOW

4 YEAR CUSTOMERS (Depr+Depl+Amort) (NOI+NonCash Exp.

5

6 1988

7 1989

8 1990

9 1991

10 1992

11 1993

12 1994

13 1995

14 1996

15 1997

16 1998

17 1999

18 2000

19 2001

20 2002




{OFFICIAL USE ONLY}
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11

12
13
14
15
16
17
18
19
20

========== DATA INPUT: MISCELLANEOUS DATA

Cz

Cw CX CY

OCOoONOOGOPBRWN -

13 COMPANY RENDERED OKLAHOMA FAIR CASH VALUE *(MANDATORY)

18
19 ORIGINAL COST: OKLAHOMA =
20 EXEMPT OKLAHOMA UTILITY PROPERTY COST (OTC FORM 902-4

SYSTEM =

)




OKLAHOMA TAX COMMISSION - AD VALOREM DIVISION

DISTRIBUTION / COUNTY DETAIL

913-DV

COMPANY COUNTY
NAME OF
CITY / TOWNSHIP PIECES DESCRIPTION OF ASSETS 2003
AD VALOREM SCHOOL OR JOINT OR AND ORIGINAL

REFERENCE NO. DISTRICT RURAL DISTRICT QUANTITY PROPERTY DESCRIPTION COST
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /

NOTE: 1. LISTINDETAIL ALL PROPERTY IN THE COUNTY BY ADVRN. INCLUDE CITY OR TOWN, SCHOOL DISTRICT AND AREA VO-TECH DISTRICT. PLEASE SHOW
ENOUGH DETAIL TO ENABLE THE ASSESSOR TO IDENTIFY THE PROPERTY.

2. FOR LAND AND STRUCTURES, INCLUDE LEGAL DESCRIPTION.

3. FILE TWO COPIES OF THIS FORM (ONE COPY WITH $ VALUES AND ONE COPY WITHOUT $ VALUES.) THE COPY WITHOUT $ VALUES WILL BE SENT TO THE COUNTY. DO NOT ENTER MORE THAN
ONE COUNTY PER PAGE AND ALWAYS INCLUDE YOUR COMPANY NAME ON EACH PAGE.
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