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I.  INTRODUCTION 
 
 

In accordance with the Pennsylvania Public Utility Commission’s (PUC or 
Commission) program to identify improvements in the management and operations of 
fixed utilities under its jurisdiction, it was determined that a focused management and 
operations audit should be conducted of The Columbia Water Company (CWC or 
Company).  Management and operational reviews, which are required of certain utility 
companies pursuant to 66 Pa.C.S. §516(a), come under the Commission’s general 
administrative power and authority to supervise and regulate all public utilities in the 
Commonwealth, under 66 Pa.C.S. §501(b).  More specifically, the Commission can 
investigate and examine the condition and management of any public utility, under 66 
Pa.C.S. §331(a). 
 
 This report represents the written product of the focused management and 
operations audit and contains the resultant findings and recommendations for 
improvement in the management and operations of CWC.  The findings presented in 
the report identify areas and aspects where weaknesses or deficiencies exist.  In all 
cases, recommendations have been offered to improve, correct, or eliminate these 
conditions.  The final and most important step in the management audit process is to 
initiate actions toward implementation of the recommendations. 
 
 

• To provide the Commission, Company, and the public with an assessment of 
the efficiency and effectiveness of the Company’s operations, management 
methods, organization, practices, and procedures. 

A.  Objectives and Scope  
 
 The objectives of this focused management and operations audit were threefold: 
 

 
• To identify opportunities for improvement and develop recommendations to 

address those opportunities. 
 

• To provide an information base for future regulatory and other inquires into 
the management and operations of CWC. 

 
The scope of this audit was limited to certain areas of the Company as explained 

in Section B, Audit Approach.   
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• A five-year internal trend and ratio analysis (see Appendices I, II, III, and IV) 
was completed using financial and operational data obtained from the 
Company, Commission, and other available sources.  This analysis, which 
focused on the period 2005-2009, was supplemented by comparisons to a 
panel of water utilities for the period 2005-2009 (see Appendix V, VI, and VII, 
respectively). 

B.  Audit Approach 
 
 This focused management and operations audit was performed by the 
Management Audit Staff of the PUC’s Bureau of Audits (Audit Staff).  The audit process 
began with a pre-field work analysis as outlined below: 
 

 
• Input was solicited from Commission Bureaus and Offices, certain external 

parties, and the Company regarding any concerns or issues they would like to 
have addressed during the course of our review. 

 
• Prior management and operations audits, follow-up management 

efficiency investigations, implementation plans, implementation plan 
progress reports, other Commission conducted audits, diversity reports, 
and other available documents were reviewed. 

 
Information from the above steps was used to initially focus the Audit Staff’s work 

efforts in the field.  Specifically, the following areas or functions were selected for an in-
depth analysis and are included in this report: 
 

• Corporate Governance 
• Financial Management 
• Water Operations 
• Public Utility Emergency Preparedness 
• Customer Service 
• Diversity 

 
The pre-field work analysis should not be construed as a comprehensive 

evaluation of the management or operations in the functional areas not selected for  
in-depth examination.  Had we conducted a thorough review of those areas, 
weaknesses or deficiencies may have come to our attention that was not identified in 
the limited pre-field work review. 

 
 The actual fieldwork began on March 28, 2011 and continued intermittently 
through April 27, 2011.  The principal components of the fact gathering process 
included: 
 

• Interviews with Company personnel and other Commission Bureaus. 
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• Analysis of records, documents, and reports of a financial and operational 
nature.  This analysis focused primarily on the period 2007-2010, and the 
year 2011 as available. 

 
• Visits to the business office, water production and storage facilities, as well as 

observation of selected work practices. 
 
 

• Meets Expected Performance Level 

C.  Functional Area Ratings 
 
 For the functions or areas of the Company that were selected for in-depth 
examination, the Audit Staff rated its actual operating or performance level relative to 
the expected performance level at the time of the audit.  This expected performance 
level is the state at which each area or function should be operating given the Utility’s 
resources and general operating environment.  Expected performance is not a “cutting 
edge” operating condition; rather, it is management of an area or function such that it 
produces reasonably expected operating results. 
 
 Presented below are the evaluative categories utilized to rate each function or 
area’s actual operating or performance level relative to its expected performance level: 
 

• Minor Improvement Necessary 
• Moderate Improvement Necessary 
• Significant Improvement Necessary 
• Major Improvement Necessary 

 
Our ratings for the functions or areas reviewed in-depth can be found in Exhibit I – 1. 
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Exhibit I – 1 
The Columbia Water Company 

Focused Management and Operations Audit 
Functional Rating Summary 

 

Functional Area 
Meets 

Expected 
Performance 

Level 

Minor 
Improvement 

Necessary 

Moderate 
Improvement 

Necessary 

Significant 
Improvement 

Necessary 

Major 
Improvement 

Necessary 

Corporate Governance  X    

Financial Management  X    

Water Operations  X    

Public Utility Emergency 
Preparedness  X    

Customer Service X     

Diversity  X    

 
 

• HIGH PRIORITY – Implementation of the recommendation would result in 
significant cost savings, major service improvements, and/or substantial 
improvements in management practices and performance.  These 
recommendations should be implemented as soon as practical. 

D.  Recommendation Summary 
 
 Chapters III through VIII provide findings, conclusions, and recommendations for 
each function or area reviewed in-depth during this focused audit.  Exhibit I–2 summarizes 
the recommendations with the following priority assessments for implementation: 
 

 
• MEDIUM PRIORITY – Implementation of the recommendation would result in 

important cost savings, service improvements, and/or meaningful 
improvements in management practices and performance.  Implementation of 
these recommendations should begin within 12 months. 

 
• LOW PRIORITY – Implementation of the recommendation could potentially 

enhance cost controls, service improvements, and/or management practices 
and performance.  Implementation of these recommendations should begin 
within 18 months. 

 
 

These priorities were assigned based on the Audit Staff’s assessment of the 
potential impact of the recommendations and the Company’s available resources. 



The Columbia Water Company 
Summary of Recommendations 

 

 
 

 
Chapter/Section Title 

 
Recommendation 

 Page 
Number 

 
Priority 

        

       
III. CORPORATE GOVERNANCE    

     
  1. Revise the Corporate Bylaws to reflect actual practices in appointment of 

Executive Committee members. 
 10 High 

       
  2. Rotate the external audit firm on a periodic basis.  10 Medium 
       

IV. FINANCIAL MANAGEMENT    
       
  1. 

 
Reduce the billing lag to more appropriate levels as efficiencies are 
gained from full implementation of AMR technology. 

 13 
 

Medium 
 
 

V. WATER OPERATIONS     
       
  1. 

 
Identify critical valves within the distribution system and establish valve 
inspection goals that adhere to industry standards. 

 17 
 

Medium 
 

       
VI. PUBLIC UTILITY EMERGENCY PREPAREDNESS  

 
   

 
 

 1. 
 

Update the Emergency Response Plan to include additional response 
information and eliminate minor physical security deficiencies. 

 19 
 

High 
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Exhibit I-2 
Page 1 of 2 



The Columbia Water Company 
Summary of Recommendations 

 

 
 

-6- 

Chapter/Section Title Recommendation 
 Page 

Number Priority 
     

VII. CUSTOMER SERVICE    
     

   None.  22  
        

VIII. DIVERSITY    
     
  1. 

 
Strive to increase the utilization of minorities and females in the 
Company’s service territory. 

 25 Low 
 

       
  2. Strive to increase the amount of purchases from minority, women, 

and persons with disabilities owned business enterprises. 
 25 Medium 

Exhibit I-2 
Page 2 of 2 
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II. BACKGROUND 
 
 
 The Columbia Water Company (CWC or Company) is a regulated public utility 
that owns and operates a distribution system, providing potable water for domestic use 
and fire protection to approximately 8,700 customers within Columbia and Mountville 
Boroughs and West Hempfield, Manor, and Donegal Townships in Lancaster County, 
Pennsylvania. As of December 31, 2010, CWC had 17 full time employees and six part-
time employees (three of which are Corporate officers) having expertise in areas of 
water utility operations including water quality, treatment plant operation and 
maintenance, distribution system operation and maintenance, customer service and 
billing, etc.  CWC’s organization chart, as of December 31, 2010, is shown on  
Exhibit II-1.   
 
 
 

Exhibit II-1 
The Columbia Water Company 
Employee Organizational Chart  

As of December 31, 2010 
 

 
Source:  Data Request GD-1 
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 CWC is headquartered in Columbia Borough and its water delivery operations 
are divided into nine pressure zones.  The Company’s source of water supply is the 
Susquehanna River.  As such, CWC produces approximately 691 million gallons each 
year to support operations and customer demand.  A summary of the Company’s 
number of customers, usage, and revenues by customer class are shown in Exhibit II-2.  
Residential customers comprise approximately 95% of its overall customer base, 68% 
of the usage, and 79% of the revenue.  Commercial customers comprise approximately 
4% of its customer base, 21% of the usage, and 15% of the revenue.  Industrial 
customers comprise less than one percent of the customer base, 10% of the usage, and 
4% of the revenue. 
 
 

Exhibit II-2 
The Columbia Water Company 

Customer Base Statistics 
As of December 31, 2010 

 

Customer 
Class 

# of 
Customers  

% of 
Customers  

Gallons 
Sold 

(1,000) 

% of 
Gallons 

Sold Revenues 
% of 

Revenues 
Residential 8,235 94.8% 402,596 67.5% $3,251,539 79.4% 
Commercial 386 4.4% 125,635 21.1% $617,174 15.1% 
Industrial 36 0.4% 60,683 10.2% $177,001 4.3% 
Other* 31 0.4% 7,565 1.2% $48,519 1.2% 
Totals 8,688 100.0% 596,479 100.0% $4,094,233 100.0% 
* Other includes bulk water sales. 
  Source: 2010 PUC Annual Report 
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III. CORPORATE GOVERNANCE 
 
 
Background  
 

The Columbia Water Company (CWC or Company) was incorporated in 
Pennsylvania in 1823.  CWC is a small privately held company unregulated by the 
Securities and Exchange Commission (SEC) and is therefore not required to comply 
with the corporate governance practices outlined in the Sarbanes-Oxley Act or other 
SEC regulations.  However, the Company attempts to conform to many of the principles 
established by the SEC such as adopting a Code of Business Conduct and Ethics policy 
for all directors, officers, and employees; establishing succession planning; creating 
Corporate Bylaws and committee charters; etc. 

 
CWC is typically controlled by a six member Board of Directors (Board).  

However, the Company has had a vacancy on its Board since the fall of 2009.  The 
Board and the shareholders elected not to fill the vacancy due to the recession but plan 
to fill the vacancy in the near future.  The five Directors serve on at least one or more of 
three standing committees: the Executive Committee; the Pension and Property 
Committee; and the Audit Committee.  Furthermore, three of the Directors serve as 
corporate officers (i.e., President, Vice President, and Secretary/Treasurer). 

 
The Executive Committee is comprised of four Board members and meets 

monthly.  The Executive Committee is responsible for interfacing, consulting, and 
advising management on all aspects of the business as well as addressing any items 
requiring immediate attention.  The Pension and Property Committee functions with 
three members (with one vacancy as of May 2011) and monitors/reviews the 
Company’s Pension Plan.  In addition, the Pension and Property Committee members 
periodically inspect the Company’s plant and property or perform other duties delegated 
by the Board and meets monthly.  There are two Directors on the Audit Committee with 
one being an Independent Director.  The Audit Committee is responsible for all financial 
reporting by the Company.  Generally, the Audit Committee meets as needed but does 
have specific set meetings for items such as meeting with the external auditor and 
accepting and reviewing the external audit report. 
 
 
Findings and Conclusions 

 
 Our examination of the Company’s Corporate Governance included a review of 
the Company’s ethics and conflict of interest policies; Board Member and Committee 
composition and qualifications; price solicitation and bid policies for professional 
services; and management succession planning.  Based on our review, the Company 
should devote additional efforts to improving the effectiveness of its corporate 
governance by addressing the following: 
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1. The Executive Committee Charter is inconsistent with the Corporate 
Bylaws. 
 
Corporate Bylaws provide the standard organizational structure, functional 

operability, and governance for a Company.  CWC’s Bylaws state that the President will 
appoint the members of the Executive Committee.  In contrast, the Executive 
Committee Charter at the Company states that the Committee is appointed by the 
Board of Directors.  It is generally considered a sound operating practice for the Board 
to appoint the members of the Executive Committee.    

 
 Even though the Company’s Bylaws state that the Executive Committee is 
appointed by the President, the Board has been selecting committee members in 
conformity with the Executive Committee Charter.   The Company overlooked the 
disparity in its Corporate Bylaws and Executive Committee Charter, but nonetheless 
was operating in accordance with generally sound business practices.  Since corporate 
bylaws provide the primary basis for a company’s operation, the Company’s current 
practice of Executive Committee appointment is not in compliance with its Bylaws, as 
written.   
 
 
2. CWC has used the same external audit firm for decades. 
 

CWC uses an audit firm to perform annual external financial audits of the 
Company.  CWC has been using its external audit firm for decades.  The Company’s 
management is comfortable using the current firm because of its knowledge of the 
water utility business (and CWC in particular) and because of the efficiencies an audit 
firm brings in sequential years.  Furthermore, the Company has obtained bids from 
competing firms periodically with the current firm always submitting the lowest bid 
confirming that efficiencies are gained by sequential usage. 

 
It is a best business practice to periodically rotate the external audit firm.  When 

the same audit firm performs the annual audit steps and overall approach for multiple 
audit years, the auditors tend to become more and more complacent in the audit effort 
lessening the objectivity of the audit.  Although CWC is not a publicly traded company, 
the Audit Staff believes that the Company should reevaluate the length of its current 
relationship with the external auditing firm.  A change in auditing firms enables the utility 
to gain a fresh perspective on its accounting and financial reporting practices. 
 

 
Recommendations 
 
1. Revise the Corporate Bylaws to reflect actual practices in appointment of 

Executive Committee members. 
 
2. Rotate the external audit firm on a periodic basis.  
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IV. FINANCIAL MANAGEMENT 
 
 
Background 
 
 Columbia Water Company’s (CWC or Company) office staff consists of three 
employees.  The Office Manager is responsible for general office management and 
accounting duties including accounts payable, payroll, payroll taxes and preparing 
financial statements.  CWC’s two customer service representatives are responsible for 
walk-in customer payments, customer billing, all customer payment processing, water 
service shut-off process, telephone inquiries, preparing service orders and 
miscellaneous office duties.  An outside accounting firm reviews the quarterly financial 
statements, assists with PUC rate filings, performs the annual audit, and provides the 
annual certified financial statements. 
 
 The Company prepares a one year capital budget, one year operating budget 
and multiyear capital budget annually.  The operating and capital budgets are reviewed 
and approved by the Board of Directors (Board).  The capital budgets are developed by 
the General Manager with input from the distribution and production superintendents, 
and the Office Manager.  The one year capital budget lists planned replacement 
projects, equipment purchases, and other capital improvement projects for one calendar 
year.  The multiyear capital budget contains planned replacement projects, equipment 
purchases, and other capital improvement projects with the addition of proposed 
financing over a five year period.  Capital project variances are reviewed and discussed 
with the Board quarterly. 
 
 The operating budget is prepared by the General Manager, Office Manager, and 
the President.  The operating budget is a forecast of income statement accounts 
including: operating revenues, pumping system expenses, purification system 
expenses, distribution system expenses, customer accounting expenses, administrative 
and general expenses, other income, and other expenses.  Quarterly, the Office 
Manager compiles an operating budget variance report that compares the budgeted 
revenues and expenses for that quarter with actual revenues and expenses.  Each 
quarterly variance review is cumulative year to date, therefore by the end of the year the 
full operating budget is compared to all actual revenues and expenses that occurred 
during the year.  The Board reviews the operating budget variances quarterly. 
 
 
Findings and Conclusions 
 
 Our examination of the financial management function focused primarily on a 
review of the budget process, variance reporting, billing lag, accounting policies and 
procedures, etc.  Based on our review, the Company should initiate or devote additional 
efforts to improving the efficiency and/or effectiveness of its financial management 
function by addressing the following: 
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1. The Company conducted a billing lag study identifying areas for 
improvement that can be implemented upon full deployment of its 
Automated Meter Reading System. 

 
 In 2005, as a result of a prior PUC Management Audit recommendation, CWC 
changed from reading meters on a single monthly billing cycle to two billing cycles per 
month in order to reduce its billing lag.    The Company’s billing lag which had been 9-
23 days when using one monthly billing cycle was reduced to 1-15 days for an overall 
reduction of approximately 8 days (i.e., from an average of 16 days to 8 days).  In 2006, 
CWC began converting its meters from touch-pad technology to an automated meter 
reading (AMR) system that uses a radio read system.   
 
 Although CWC had made progress in reducing its billing lag as noted in the 2008 
PUC Management Efficiency Investigation, the Audit Staff recommended that CWC 
perform a billing lag study to identify additional opportunities in reducing its billing lag 
with full implementation of its AMR system.  Subsequently in March 2009, the Company 
completed its study and concluded that full implementation of AMR could reduce its 
billing lag by 1 to 8 days, or to an average of 4.5 days, based upon efficiencies gained 
within the meter reading and billing processes.  As of December 31, 2010, CWC has 
deployed AMR to approximately 40% of its customers.  The Company estimates that it 
will fully implement AMR by the end of 2014.  More information regarding CWC’s meter 
reading and customer billing processes and procedures is included in  
Chapter VII – Customer Service.   
 
 Currently, it takes 5 to 6 days for the two Meter Readers to read all meters in 
each cycle.  Each Meter Reader’s device is loaded with several meter books or routes, 
containing approximately 1,000 customer meters.  When a Meter Reader has 
completed the meter reads, the information is downloaded into the customer information 
system at the business office.  However, once CWC has fully implemented its AMR, the 
Company estimates that it will take 2-3 days to fully read all meters in one cycle, 
reflecting a reduction of approximately 3 days. 
 
 Once all of the meter readings are downloaded, the system generates an error 
report which identifies missed reads and high/low readings.  The Company then 
dispatches Meter Readers to reread meter errors.  Once all of the errors have been 
addressed a “verify apply” is prepared.  The billing software prepares this “verify apply” 
to confirm that the data is ready to be applied to the customer’s account without actually 
applying it.  The day before the bills are to be printed and mailed to customers, the data 
is then actually applied to the customer’s account.  The Company performs its billing 
cycle in this manner because of the timing of its shut off notifications to customers.  
Otherwise, CWC’s billing software would include the current charges with the amount 
past due when the Company prints its shut off notifications for delinquent customers. 
 
 CWC believes that a further reduction in billing lag to 1 to 6 days could occur if 
vehicle mounted meter reading equipment is purchased.  With this equipment, one 
Meter Reader would be able to read meters while driving each street within the billing 
cycle area over three days, which would eliminate the need for a second Meter Reader.  
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By receiving the data over a shorter period of time the Company estimates the billing 
process would require a minimum of 5 days: 
 

• Two days to download data and prepare a list of errors; 
• One day to go back into the field to re-read the error locations; 
• One day to fix the errors and “verify apply” the data; and 
• One day to apply the data to the accounts, print and mail the bills. 

 
 CWC examined the possibility of creating additional billing cycles as well as a 
continuous process where meter readings are downloaded daily and processed 
immediately as a batch.  However, the Company concluded that these options were not 
viable due to complexities in applying the stringent customer notification regulations that 
require shut-off notices to be timed very carefully to the billing process.  CWC 
determined that it would be prudent for the Company to continue implementing AMR to 
its customers and continue to gain efficiencies within its existing meter reading cycles.  
The Company intends to adjust its billing cycle to reflect the reduced meter reading time 
as AMR is deployed to more customers. 
 
 Sound business practice dictates that the Company mail out bills to customers as 
soon as possible after the customer has acquired service, or in the case of water 
utilities, as soon as possible after the meter reading is taken.  Water utilities of a similar 
size are able to send billing statements to customers within 2 to 5 days of the meter 
reading by employing additional billing cycles and utilizing AMR technology.   A 
reduction of the billing lag would improve cash flow by allowing the Company to have 
access to its funds in a timelier manner. 
 
 
Recommendation 
 
1. Reduce the billing lag to more appropriate levels as efficiencies are gained 

from full implementation of AMR technology. 
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V. WATER OPERATIONS 
 
 
Background  
 

Columbia Water Company (CWC or Company) provides an average of 1.9 
million gallons of water per day (MGD) to approximately 8,700 customers as of 
December 31, 2010.  The Company’s service territory encompasses the Boroughs of 
Columbia and Mountville in addition to the townships of West Hempfield, Manor and 
East Donegal in Lancaster County, Pennsylvania.  The Company’s water operations 
related organizational chart is presented in Exhibit V-1.   

  
 

Exhibit V-1 
Columbia Water Company 

Organizational Chart  
As of December 31, 2010 

 

 
Source:  Data Request GD-1 
 
 The General Manager is responsible for all operations within the Company.  
Operation of CWC’s water system is split into production and distribution and is 
managed by a superintendent on each side.  The Production Superintendent is 
responsible for all water quality issues, Department of Environmental Protection (DEP) 
filings, and operation of the water treatment plant.  CWC’s water treatment plant is rated 
at three MGD and is operated by four operators and the Production Superintendent.  
The Company is currently in the design phase for an upgrade to its water treatment 
plant that will increase capacity to six MGD, modernize aging infrastructure, and provide 
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additional operability.  Construction is expected to start in early 2012 with completion 
slated for the 2014 timeframe.   
 
 The Distribution Superintendent is responsible for the maintenance and operation 
of the distribution system.  CWC performs most main repair, replacement and new 
installations in-house via its Laborer positions.  In addition, all service related functions 
such as shut-off notices, meter replacement, service calls and new customer hook-ups 
are handled by two Service Persons.  Meanwhile, Meter Readers are responsible for all 
meter reads and assist as flaggers or other various distribution duties when not reading 
meters.  The Company utilizes two part time employees to perform PA One Call line 
locates when needed and to take water samples from the distribution system for water 
quality monitoring requirements.   
 
 CWC’s main replacement program is focused on removing the oldest pipe from 
the system.  The Company attempts to coordinate any replacement activity with paving 
efforts by the municipality.  In addition, the Company targets pipe for removal that has 
had multiple breaks and/or is not functioning properly.  CWC’s main replacement activity 
and future goals are shown in Exhibit V-2.  For the years 2010 and 2011, the Company 
reduced its main replacement activity due to capital expenditure requirements related to 
new construction, water treatment plant upgrades, etc. 
 
 

Exhibit V-2 
Columbia Water Company 

Main Replacement Activity and Goals 
 

Historical Activity 
Year Feet Miles 
2006 4,300 0.81 
2007 2,825 0.40 
2008 4,422 0.84 
2009 4,973 0.94 
2010 1,247 0.24 

Average 3,553 0.65 
         Source: Data Requests WO-6, WO-16 and FM-6 

 
 CWC maintains approximately 88 miles of distribution pipe indicating that the 
Company has replaced an average of 0.7% of its system per year from 2006 through 
2010 which exceeded the industry national average of approximately 0.6% prevalent 
during the late 1990’s and early part of 2000’s.  However, the Company’s recent rate of 
main replacement activity is lower than current industry replacement rate standards of 
0.8%-1.0% per year.  Nonetheless, CWC system is relatively new with the Company’s 
depreciation study purporting a composite average remaining life of 46.2 years for all 
mains (account 331).   In fact, the Company’s oldest main is listed as being installed in 
1935.  Moreover, unaccounted-for-water (UFW) levels are an indicator of the overall 
health of the system.  CWC has been able to maintain UFW levels at an average of 

Goals 
Year Feet Miles 

2011 675 0.13 
2012 3,950 0.75 
2013 1,700 0.32 
2014 7,975 1.51 
2015 8,400 1.59 

Average 4,540 0.86 
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15% from 2006 to 2010.  The Company’s annual UFW levels for 2007 through 2010 are 
depicted in Exhibit V-3.  Given the system’s age and condition, CWC’s main 
replacement program appears to be reasonable.  However, infrastructure replacement 
is a continuous endeavor requiring almost constant vigilance. 
 
 

Exhibit V-3 
Columbia Water Company 

UFW Levels 
2006 through 2010 

 

 
       Source: Data Request WO-5 

 
 
 

Findings and Conclusions 
 
Our examination of Water Operations included a review of policies and 

procedures, capacity planning, drought contingency planning, maintenance, production, 
main replacement, unaccounted-for-water, damage prevention, the cross-connection 
program, workforce management, etc.  Based on our review, it appears that the 
Company’s water operations are performing at a satisfactory level, except as follows: 

 
1. CWC is not adhering to its valve inspection policy. 
 

The Company utilizes an electronic valve tracking database that warehouses 
information about valves such as type, location, size, installation date, and records from 
valve inspections.  CWC has a policy to inspect and operate all of its distribution valves 
on a three year cycle.  In addition, the American Water Works Association (AWWA) 
recommends that, “Inspections should be made of each valve on a regularly scheduled 
basis (annually if possible) and at more frequent intervals for valves with a 16-in. 
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diameter and larger1

Year 

.”  The number of valves inspected annually by CWC from 2007 
through 2010 are presented in Exhibit V-4. 

 
 

Exhibit V-4 
Columbia Water Company 

Valve Inspections 
2006 through 2010 

 
Inspections 

2007 107 
2008 44 
2009 186 
2010 72 

Average 102 
   Source: Data Request WO-13 

 
 CWC has approximately 1,440 distribution valves throughout its distribution 
system.  Given the Company’s average inspection frequency reported in Exhibit V-4, 
the Company is operating its valves on approximately a 14 year cycle.  This is 
substantially higher than the Company’s policy and does not align with industry 
standards.  With the various other in-house functions performed by CWC employees, 
the Company purports that it does not have enough man hours available to operate all 
of its valves on a three year cycle.   
 

Without a proper valve inspection program, valves can become inoperable, 
ineffective, and/or useless due to age or other conditions.  Inoperable valves due to 
tuberculation can reduce restoration efforts, increase restoration time, and/or create 
additional problems in an emergency or hinder the regular operation and maintenance 
of the distribution system.  Therefore, a periodic valve inspection and operation program 
is a sound business practice endorsed by the water industry. As indicated by AWWA, 
critical valves should be inspected and operated on a much more frequent basis than 
non-critical valves.  In many cases, CWC is operating certain valves on a much more 
frequent basis but has not fully identified its critical valves.  Given CWC’s system and 
manpower issues, it should ensure that its critical valves are operated on a more 
frequent basis (at least annually as recommended by AWWA) while the Company 
operates non-critical valves periodically over a longer timeframe. 

 
 

Recommendation 
 
1. Identify critical valves within the distribution system and establish valve 

inspection goals that adhere to industry standards. 

                                              
1 American Water Works Association. “Manual of Water Supply Practices-M44” Distribution Valves: 
Selection, Installation, Field Testing, and Maintenance. Denver: American Water Works Association, 1996 
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VI. PUBLIC UTILITY EMERGENCY PREPAREDNESS 
 
 
Background  
 

Effective June 11, 2005, PUC regulations at 52 Pa. Code § 101.1 require 
jurisdictional utilities to develop and maintain appropriate written physical security, cyber 
security, emergency response, and business continuity plans (collectively referred to as 
Chapter 101 Plans) to protect the Commonwealth’s infrastructure and ensure safe, 
continuous and reliable utility service.  Along with the requirement to establish these 
“emergency preparedness” plans, utilities are also required to annually file a Self 
Certification Form with the Commission.  This form, available on the PUC website, is 
comprised of 13 questions as shown in Exhibit VIII-1 below.  

 
 

Exhibit VI-1 
Pennsylvania Public Utility Commission 

Public Utility Security Planning and Readiness Self Certification Form 
 

Item 
No. Classification Response 

(Yes – No – N/A*) 
1 Does your company have a physical security plan? 1. 
2 Has your physical security plan been reviewed in the last year and updated as 

needed? 
2. 

3 Is your physical security plan tested annually? 3. 
4 Does your company have a cyber security plan? 4. 
5 Has your cyber security plan been reviewed in the last year and updated as 

needed? 
5. 

6 Is your cyber security plan tested annually? 6. 
7 Does your company have an emergency response plan? 7. 
8 Has your emergency response plan been reviewed in the last year and 

updated as needed? 
8. 

9 Is your emergency response plan tested annually? 9. 
10 Does your company have a business continuity plan? 10. 
11 Does your business continuity plan have a section or annex addressing 

pandemics?  
11. 

12 Has your business continuity plan been reviewed in the last year and updated 
as needed? 

12. 

13 Is your business continuity plan tested annually? 13. 
* Brief explanation needed if supplied as a response 
  Source: Public Utility Security Planning and Readiness Self-Certification Form, as available on the PUC website at 
  http://www.puc.state.pa.us/general/onlineforms/pdf/Physical_Cyber_Security_Form.pdf. 
 
 

The Audit Staff reviewed the most recent (2010) Self Certification form submitted 
by Columbia Water Company (CWC or Company) to determine the status of its 
responses.  Our examination of the Company’s emergency preparedness included a 
review of the physical security plan, cyber security plan, emergency response plan, 
business continuity plan, and all associated security measures.  In addition, Audit Staff 

http://www.puc.state.pa.us/general/onlineforms/pdf/Physical_Cyber_Security_Form.pdf�
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performed inspections at a sampling of CWC’s water facilities in its service territory.  
Due to the sensitive nature of the information reviewed, specific information is not 
revealed but rather the generalities of the information are summarized in this report.   

 
CWC focuses its security efforts on providing a safe working environment for 

employees, proactively identifying problems and encouraging continuous 
deterrent/improvement of facilities.  The Company utilizes any event such as a flood, 
large main breaks, etc. as well as regular meetings to foster discussion on Company 
responsiveness or procedures in an emergency. 
 
 
Findings and Conclusions 

 
 Our examination of the Company’s Emergency Preparedness included a review 
of the physical security plan, cyber security plan, emergency response plan, business 
continuity plan, vulnerability assessment and all associated security measures.  Based 
on our review, the Company should devote additional efforts to improving the 
effectiveness of its emergency preparedness by addressing the following: 
 
1. CWC has a minor deficiency with its Emergency response Plan and several 

minor physical security issues to address. 
 

Under 52 PA Code §§101.3 (b), a jurisdictional utility shall review and update 
Chapter 101 Plans annually.  However, a minor deficiency was noted within the 
Company’s Emergency Response Plan (ERP).  In particular, the ERP did not reflect an 
emergency interconnection that had been recently established with an adjacent water 
utility.    The absence of this information in CWC’s ERP could result in it being 
overlooked, misused, or ultimately prolonging and/or exacerbating an emergency. 

 
In addition, a few minor physical security deficiencies were noted by Audit Staff 

during a random inspection of the Company’s facilities. Most of the deficiencies noted 
were the result of seasonal wear and tear such as tree and vine growth into the fence 
line, etc.  Some of the deficiencies noted are scheduled to be corrected with plant 
upgrades in the near future.  However, minor defects in physical security could allow for 
points of entry or concern and no longer discourage attempted entry.  Therefore, 
physical security must be continuously reevaluated, updated and corrected in a timely 
manner. 
 

 
Recommendation 
 
1. Update the Emergency Response Plan to include additional response 

information and eliminate minor physical security deficiencies. 
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VII. CUSTOMER SERVICE 
 
 
Background 
 
 The Columbia Water Company’s (CWC or Company) customer service function 
is performed at its business office located in Columbia, Pennsylvania.  The Office 
Manager and two Customer Service Representatives answer customer telephone calls, 
process walk-in payments, process customer complaints, complete payment agreement 
forms, conduct collection efforts via telephone and prepare customer bills.  They also 
utilize a customer information system to track meter reads, prepare bills and conduct 
collection efforts. 
 

As of December 31, 2010, CWC has equipped approximately 3,490 service 
connections, or approximately 40% of its customers, with radio sending units (a type of 
automated meter reading [AMR] equipment) that allow a meter reader to obtain the 
reading via radio frequency while passing near a customer’s premise.  The remaining 
60% of customer meters are read by the meter reader walking up to the customers’ 
meter and touching a meter pad.  The Company expects to achieve full deployment of 
AMR during 2014.  As discussed in Chapter IV – Financial Management, Finding and 
Conclusion No. 1, CWC has two billing cycles that occur each month.  One cycle is for 
customers located outside of Columbia Borough (Cycle 1) and the other is for the 
customers located in or near Columbia Borough (Cycle 2).  There are approximately 
4,000 customers on each cycle.   Cycle 1 Meter Readers begin reading meters on the 
first business day of the month.  Meter reading for Cycle 2 begins on the 15th of the 
month or the first business day thereafter.   

 
The Customer Service Representatives in the business office review the 

downloaded information for errors such as low readings, high readings and missed 
readings.  Meter Readers are given the address of meters that show errors and return 
to reread the meter in order to correct the error.  If an error cannot be solved (i.e., there 
is a problem with the meter, etc.) an estimated meter reading is generated by the 
customer information system based on an average of the past three months of a 
customer’s usage.  CWC will then ensure that the issue that caused the meter reading 
error is resolved by the next meter reading to avoid having two consecutive estimated 
meter reads. 

 
Before the bills are printed and sent, shut off notices are prepared for customers 

who have been delinquent for two consecutive bills and have a past due amount of at 
least $25.  Shut off notices are prepared prior to applying current charges in order for 
the shut off notices to only reflect the amount of the past due charges. Two days 
following the second missed due date, penalty charges are applied to the customer’s 
account and 10 day shut off notices are mailed to the delinquent customers on the 
following Friday.  An illustration of the Company’s collection process for delinquent 
accounts is depicted on Exhibit VII-1.   
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Exhibit VII-1 
Columbia Water Company 

Illustration of CWC’s Collection Efforts for Delinquent Accounts 
As of April 2011 

 

 
Source: Data Request CS-4 

 
 

 CWC has seen an increase in its bad debt expense from $6,561 in 2008 to 
$10,895 in 2010, which corresponds with the current economic environment.  On the 
other hand, the Company has not had a significant increase in the number of customers 
that it has terminated; 59, 66 and 54 customers during the years 2008, 2009 and 2010, 
respectively.  The Company acknowledged that the increase in bad debt without an 
increase in terminations is a result of customers who are renters or tenants leaving 
without notice.  For this reason CWC established a $50 deposit from new renter or 
tenant customers in its Commission Approved Tariff. 
 
 CWC maintained a low number of customer complaints during the years 2008, 
2009 and 2010.  During these years, a total of nine customers filed complaints with the 
PUC Bureau of Customer Services.  From 2008 through 2010, CWC received one 
formal complaint per year.  The Company’s internally tracked complaints totaled 13 in 
2008, 13 in 2009 and 21 in 2010.   
 
  

On Friday, a 10 day 
shut off notice is 

mailed to customers 
with 2 consecutive 

unpaid bills.

The following 
Wednesday, Custo

mer Service 
Representatives 

attempt to contact 
delinquent 

customers via 
telephone.

On the second 
Friday, 3 day shut 

off notices are hand 
delivered to 

customers not 
contacted via 

telephone.

The second 
Monday, a 48 hour 

shut off notice is 
hand delivered to all 

remaining 
delinquent 
customers.

Actual shut off 
occurs on the 

second Wednesday 
for all customers 

who have not made 
a payment toward 
their delinquent 

account.
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Findings and Conclusions 
 
Our examination of the Customer Service function included a review of the Company’s 
policies and procedures, customer satisfaction surveys, Chapter 56 dispute standards, 
accounts receivable, bad-debt levels, and credit and collections policies and 
procedures.  Based on our review of the customer service function, no specific evidence 
came to our attention that would lead the Audit Staff to conclude that areas reviewed 
were not being addressed adequately. 
 
 
Recommendations 
 
None. 
  



 

- 23 - 
 

VIII. DIVERSITY 
 
 
Background 
 
 Columbia Water Company (CWC or Company) currently employs 17 full-time 
employees (14 white males and three white females) and six part-time employees (six 
white males) four of which are part-time Company Officers as discussed in Chapter III – 
Corporate Governance of this report.  Due to CWC’s small workforce, it is not required 
to file Affirmative Action Plans with the Federal Government.   
 
 The Pennsylvania Public Utility Commission (PUC or Commission) has 
encouraged utilities to proactively improve diversity in their workforce and purchasing 
efforts for almost two decades.  In March of 1992, the Commission issued a Secretarial 
letter directing all jurisdictional utilities affected by Section 516 of the Public Utility Code 
(utilities whose plant-in-service exceeds $10 million) to file quarterly diversity status 
reports with the Commission.  In May of 1994, the Commission issued an Order 
directing Section 516 utilities to file diversity status reports semi-annually rather than 
quarterly, to submit EEO plans annually, and to file certain diversity procurement data.  
In February 1995, the Commission adopted Chapter 69 regulations which encouraged 
utilities to include diversity efforts as a component of their business strategy.  Later, in 
March of 1997, the Commission’s diversity filing requirements changed from semi-
annual to annual.   
 
 CWC has filed annual diversity reports with the PUC since 2004.  Included in its 
diversity report are sections related to the Company’s diversity policies related to human 
resources and procurement.    The Company has a discrimination policy and a 
complaint procedure which are outlined in its Employee Handbook.  There has been no 
formal training on diversity matters at the Company.   
 
 
Findings and Conclusions 
 
 Our examination of the Diversity function included a review of policies and 
procedures, staffing trends, diverse vendor purchasing practices and trends, annual 
diversity reports filed with the PUC, management philosophy and accountability.  Based 
on our review, the Company should initiate or devote additional efforts to improving the 
efficiency and/or effectiveness of its diversity practices by addressing the following:  
 
1. The Company has been unsuccessful in attracting minority applicants. 
 
 From 2008 through 2010, the Company has hired four white males while losing 
three employees to retirements or other forms of turnover.   During this same time 
period, CWC has not employed a minority.  CWC’s turnover statistics indicate that the 
Company experiences very low turnover, which limits the Company’s ability to improve 
its diversity utilization.   
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 CWC has historically received minimal minority applicants when advertising for 
positions even though the Company advertises itself as an EEO employer in all job 
advertisements.  Recent hiring has been within the production and distribution system 
functional areas and the Company posts job openings with water associations and trade 
groups to try to locate employees with the specialized skills needed for these positions. 
 

A review of the 2000 Lancaster and York County labor force statistics revealed a 
minority and female labor force of 7.4% and 45.6% for Lancaster County and 4.7% and 
46.1%, respectively, for York County.  Based on a Company complement of 17 full-time 
employees, this would translate into a minority representation of approximately 1 
employee (instead of none) and a female representation of approximately 8 employees 
(instead of 3).  Although water utilities traditionally have not been able to attract female 
applicants for operational based positions, CWC should be striving to increase the 
number of minority and female employees as a percentage of its total workforce as 
vacancies/opportunities occur.  
 
 
2. Purchases from minority, women, and persons with disabilities owned 

business enterprises are minimal.  
 
Since 2004, CWC has filed annual diversity reports with the Commission.  

CWC’s diversity reports include a section that includes a narrative on the Company’s 
diversity procurement efforts, its policy on diversity procurement, code of business 
conduct and ethics, and a summary of its dollar amount procured from minority, women, 
or persons with disability owned business enterprises (MWDBEs) in the past year.   

 
CWC had been using the services of a minority owned paving company through 

2007 that subsequently has gone out of business.  In 2007, $10,820 worth of services 
was acquired from this minority owned business or 0.4% of the Company’s total 
purchases.  Recently, CWC started procuring services from a minority owned 
engineering firm but the firm only offers specialized services and thus will not 
significantly increase the percentage of purchases acquired from disadvantaged 
businesses.  In 2010, only $3,912 worth of services was procured from this minority 
owned business or 0.2% of the Company’s total purchases. 
 
 The Company does not set a specific percentage or dollar amount of total 
purchases that it strives to procure from MWDBEs.  However, CWC does encourage 
diverse businesses to provide proposals when the Company is purchasing materials or 
services.  CWC’s primary goal of procurement is to provide customers with quality water 
service at a reasonable price.  Therefore, when it chooses a vendor it selects the 
vendor with the lowest bid achieving technical requirements.  Furthermore, the 
Company has difficulty finding local MWDBEs that offer specialized products needed for 
CWC’s industry.  As a result the Company has difficulty identifying MWDBEs that are 
close enough to CWC’s service territory to be able to compete on price. 
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Recommendations 
 
1. Strive to increase the utilization of minorities and females in the Company's 

service territory. 
 
2. Strive to increase the amount of purchases from minority, women, and 

persons with disabilities owned business enterprises.  
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