IV. TAXES



FR1V.1

Pennsylvania-American Water Company

Coatesville Wastewater Operations

Data Requirements of the Pennsylvania Public Utility Commission
Taxes

FRIV.1

Pennsylvania-American Water Company
Coatesville Wastewater Operations

IV. Taxes

1. Provide a copy of the latest Pennsylvania corporate tax report and the
latest Pennsylvania corporate tax settlement.

Answer: Attached is the Pennsylvania American Water Company 2008 Corporate

tax report. Due to Act 119 the Company will not receive settlement for
2007 and all future years. Act 119 replaced the Pennsylvania Corporation
settlement process with an assessment and reassessment process beginning
January 1, 2008. If the settlement date falls after January 1, 2008 the new
process is in effect.
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DEPARTMENT USE ONLY
RCT-101 PAGE 1 QF 6 PA CORPORATE TAX REPORT 2 0 0 8
Y 1120 N 11208 N tizoc N q120F N <1208 N 1086 N 1040 N Other
STEP A STEPB
Tax Year Beg, XX 83012008 Regulated inv. Co. XX N First Reporl %X N
Tax Year End, XX 123120048 52-53 Week Filer XX N KOZ/EIP Credit . XX N
Address Change XX N File Period Change XX N
STEPC Change Fed Group XX N
Gorp Tax Account I XX O059L45
Federal EIN XX 2510058096
Business Activity Code XX 221300
Corporation Name XX PENNSYLVANTA-ANERICAN HATER COMPANY
Address Line 1 XX P BOX 500
Address Line 2 xXX ATTN: INCOME TAX
City XX CHERRY HILL
State XK NJ
zip A X gaon3s .
STkEP E: Payment
STEPD A. Tax Liability B. Estimated Paymeonts G, Restricted Galculation: AL SR
from Tax Report & Credits on Deposit Credits A minus B minus C
CS/FF 195748) 2030220 0 ~72339 0
LOANS 0 ] i 1] 0
{NT 0 9393150 0 ~9393150 G
TOTAL 1957881 3Lu23370 D ~SGHE 5489 ]
Made Payment Via EFT N
STEP F: Refund /Transfer Method
Select one of the following options:
A N Total transfer of credil
B Y Total refund of credit
STEP G: Corparate Officer
(Sign affirmation below)
NAME DARWIN RANSOM
PHONE 456310584852 FORM
E~MATIL BARCODE

I hereby affirm under penalties prescribed by law that this repost (including any accompanying schedules and statements} has
been examined by me and to the best of my knowladge and belief is a true, correct and comgplete repori. If prepared by a per-
son other than the taxpayer, his declaration is based on all information of which be has any knowledge.

=

Corpaorate Offig@%e
T L )% ) f.-x_'/i A
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|
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8YA4623 2,000 [ USE WHOLUE DOCLARS ONLY




1010008273
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ACCOUNT ID
TAX YEAR END

RCT-101 PAGE 2 OF 6

O059145
12312008 NAME  PENNSYLVANIA~AMERICAN WATE
PA CORPORATE TAX REPORT 2008

SECTION A: CS/FF

OLDEST PERIOCD TAX PERIOD TAX PERIOD
FIRST BEGINNING ENDING BOOK INCOME
YEAR 1 Investment in LLC XX N
YEAR 2 01012084 123L2C0u E0LO8LET Holding Company XX N
YEAR 3H 0icia2bos 123128058 LABE1ERL Family Farm XX N
YEAR H 31012007 12312007 LLB8L5830C
YEAR &
YEAR & 0101200k 1231200k E1E34095
YEAR 7
CUR YR 01012008 1e3L2004 75756799 WHOLE DOLLARS ONLY
2. TOTAL BOOK INCOME (sum of income for all tax periods up to, but not over 5 years totar) o 3Z844YETLT
3. DIVISOR {in years and in part years rounded {o three decimat places) See Instructions E 5.000
4. Divice Line 2 by Line 3 Y L588A5YT
6. AVERAGE BOOK INCOME - Enter Line 4 or if Line 4 is less than zero enter "0" 5 LS88B543
6. Divide Line 5 by 0.098 kb LH35L361L
7. Shareholders' equily at the END of the current period ? d&222887Y
8. Shareholders' aquily al the BEGINNING of the current period 8 Ba78829%Le
9. If Line 7 is more than twice as great or less than half as much as Line 8, add 4 842228874
Lings 7 and 8§ and divide by 2. Otherwise enter Line 7.
0. NET WORTH - Enter Line ¢ or if Line 9 is less than zera enter 0" 10 88272R87Y
11. Multiply Line 10 by 0.75 13 LRIL?LL5E
12. Add Lines 6 and 11 I 13552352kL7
13. Divide Line 12 by 2 13 L?7761L70L3Y
14. $150,000 valuation deduction b ~L50000
16, CAPITAL STOCK VALUE - Line 13 less Line 14 but nol less than "0". if 100% Taxable, 15 b7 74L?L3Y
enter Line 15 on Line 17.
16. Proporlion of laxable assets or apportionment proportion {From Schedule A-1. Line 5) Ik 3.00aoon
17. TAXABLE VALUE - Multiply Line 15 by Line 18, If fess than zero, enter "0" L7 E77UL7?hL3Y
18. CAPITAL §TOCK/FOREIGN FRANCHISE TAX - Multiply Line 17 by 0.00289 18 57881
Total Beginning of .
Taxable Year Assets 2367149909
Tolal End of Taxable
Year Assets ehLuETLYEY
L—- 1030008273 Y4554 2.000 X0r0008273 __.l



' 1030006373

ACCOQUNT IP D059%Lu45
TAX YEAR END 32312008 NAME  PENNSYLVANIA~AMERICAN WATE

RCT-101 PAGE3CF 6 PA CORPORATE TAX REPORT 2008
SECTION B: Bonus Depreciation Business Trust XX N
1. Current year fed. deprec. of 168k prop. 1 F4S505M4Y Saolicitation Only X N
2. Current year adj. for disp. of 168k prop, g g Single Member LLC XX N
3. Other adjustments 3 23899878 Multi-Member LLC XX N
(Musl attach schedule G-3 if claiming PA-S XX N
honus depreciation) Taxable Built-ln Gains XX N
SECTION C; CORPORATE NET INCOME TAX
1. income or loss from federal return on 2 separate company basis 1 ~L9L985905
2. DEDUCTIONS: B
A. Corporate dividends recelved (From Schedule C-2, Line 6} oA D
B. Interest on U.8. securities {GROSS INT less EXPENSES) 2B ]
C. Curryr, addtl. PA deprec. plus adjust. for sale (attached Schedule C-3) e cfdla2379
D. Other (attached schedule) See instructions, 2bh 0
TOTAL DEDUGTIONS - Sum of {A) through (D) 2 28212378
3. ADDITHONS:
A. Taxes imposed on or measured by net income (attached schedule} 3A 838915%
B. Tax Preference ltems (attached copy of Federal Form 4626) 3B ]
€. Employment incentive payment credit adjustment (attached Schedule W) 3¢ 0
D. Current year bonus depreciation {attached Schedule G-3) 3D f45584893
£ Other {attached schedule) See instructions, 3E 0
TOTAL ADDITIONS - Sum of (A) through {E) 3 32948044
4. income or loss with Pennsylvania adjustments (Line 1- Line 2 + Line 3) y ~192850240
5. Total norbusiness Income (or loss) g i
6. Income (or loss) to be apportioned (Line 4 - Line 5) b ~192250240
7. Apportionment proportion {from Schedule C-1 Line 5) ? L.o0o0gon
8. Income (or loss) apportioned to PA {Line B x Line 7) & -192°5802K0
9. Nonbhusiness income (or loss) allogated to PA, 9 K
16. Taxable Income (or loss) after apportionment (Line 8 + Line 9} 1C ~1L8922502u40
11. Total Net Operating Loss deduction (from RCT-103) cannot 11 ]
excecd $3,000,000 or 12 /2% of Line 0 e ~L92250240
12. PA taxahie ingome {or loss) {Line 10 - Line 11) 13 B
13. Corporate Net [ncome Tax {Ling 12 X .0999)

L 1010008373 a5 2,000 1010008373
USE WHOLE DOLLARS ONLY

—1
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ACCOUNT ID 0059145
TAX YEAR END 12312006 NAME PENNSYLVANIA-AMERICAN WATE

RCT-101 PAGE 4 OF § PA CORPORATE TAX REPORT 2008

SECTION D: LOANS TAX

1. Did this corporatlon have a fiscal officer resident in PA and paying interest on indebtedness of ihe corporation? XX N
2. Did this corporation have indebledness oulstanding to individual residents and/or partnerships resident in Pennsylvania? XX N
3. Did this corporation have indebledness outstanding held by a trustee, agent or guardian for a residen individuat XX N
{axabie in ils own right or by an executor or administrator of an estate wherein the decedent was a resident of Pennsylvania?
List outstanding indebtedness. Allach separate schedule if addilional space is required.
Interest Amount interest Rate Taxable Valua

0 {] 0l TAX INDEBT X X {

0 G 0

0 [ o LOANS TAX X X 1
SCHEDULE A-1: Apportionment Schedule For Capital StockiFareign Franchise Tax (Include Form RCT-102, RCT-105, or RCT-106)
Three Factor Single Factor
Property-PA I A E749534L37 1€ 1.000000  Numerator LA 0
Property-Total B 2748534537 Denominator g 0
Payroll-PA 2 A H5HELLE28 eC 1.000000
Payrol-Total ZB HEYLL528
Sales-PA A 4493132040 ic 1000000  Apportionment 5 L.0300400
Sales-Total 3B 4491320480 Proportion
SCHEDULE G-1: Apportionment Schedule For Corporate Net Income Tax (Include Form RCT-106)
Three Factor Single Factor
Propery-PA LA 2749534637 30 L5.000000  Numerator HA 0
Property-Totat LB A7P49534%L37 Denominator uB g
Payroll-PA 2 A 4E54E1 528 2 15.000000
Payroll-Total B HU54L15EA
Sales-PA 3A H4S91320480 3C »0.000000 Apportionment 5 1.000000
Sales-Total 3B 449132080 Proportion

L 1010008473 a2 2000 1010006473 1
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Business Income Tax, Information, and Qther Returns

g‘:ev. D::f;‘;fﬁ:fﬂy b~ Fiie a separate appiication for each return,
intemat Revenue Servieo > See separate instructions,

@. Application for Automatic Extension of Time To File Certain

OMB No. 15450233

Name
Type or

Identifying number

Mumber, street, and room or sulte ng, (f P.O. box, see instructions.)
File by the due
date for the
return for which

an extension is City, town, state, and Z!P code (If a foreign address, enter city, province or state, and country (follow the country's practice for entering

requested. See postal code)).
instructions,

Note. See mstructions before compiating s form.

Automatic 5-Month Extension Complete if riling Form 1065, 1041, or 8804

1a Enter the form code for the return that this application Is for (see below) _ bl
Application Foarm Appilication Form
Is For: Code Is For: Code
Form 1065 ' 09 Farm 1041 (gstats) 04
804 31 Form 1041 (trust) | os
I Automatic 6-Month Extension Complete If Filing Cther Forms
Enter the form code for the return that this application is for (see below) ]
Application Form Application Form
Is For: Code Is For: Code
Form 706-GS{D) 01 Form $120-PE 21
Form 706-GSiT) W2 . 4 Form 1120-POL 22
Form 1041-N 06 Form T1RGRET 23
Form 1041-QFT ' 67 Form 1120-RiC 24
Form 1042 08 Forn {1205 S 25
Form 1085-82 .40 Form 1120-8F 26
Form 1086 11 Form 3520-4 27
Ferm 1120 | i Form 8612 28
Form 1120-C } 34 “Foym 8818 29
Forn 1120-F ‘ Voym 1 rorm 8726 a0
Form 1120-FSC 16 CForm 88%1 32
Form 13120~ A7 - % Form 8876 33
Form 1120-L ‘ 18 Form 8924 35
Form 1120-ND i g Form 8928 3¢
Form 1320-ND (seation 4951 faxes) 29 ]
2 If the organization is a foreign corporatfon that does not have an office or place of business in the United States,
check here . . LB
3 if the organization is & corporatron c{nd is the commaon parent of a group that sntends to ﬁie a consolsdated retum,
check here B &

If checked, attach z schedule, |stmg the name address, and Emp oyer dentaf catlon Number {ElN) for each member

vered by this application.
: All Filers Must Complete This Part

4 If the organization is a corporatien or partnership that qualifies under Regulations section 1.6081-5, check here , & [

8a The appiication is for calendar year 20 ..., ortax year beginning _............ 220 vand ending Loovueneeounes V20,
b Short tax year. If this tax year is less than 12 months, check the reason:
) initial retumn T Finat return 2] Change in accounting pericd [0 Consclidated return to be filed
6

6 Tentative total tax
7 Total payments and credits (see instructions) . . . . . . . . L L L L

8 Balance due. Subtract line 7 from line 6. Generally, you must deposit this amount using the
Electronic Federal Tax Payment System (EFTPS), a Federal Tax Deposit (FTD) Coupon or
Electronic Funds Withdrawal {EFW) (see instructions for exceptionsy . . . . . .

7

§

For Privacy Act and Faperwork Reduction Act Notice, see separate Instructions. Cat, No. 138044

Form 7TQ04 (Rev. 12-2008;



COMPANIES TO BE INCLUDED IN THE CONSOLIDATED FEDERAL, INCONE TAX RETURN
QOF AMERICAN WATER WORKS COMPANY, INC. AND AFFILIATED SUBSIDIARIES

YEAR - 01/01/08-12/31/08

Employer

COMPANY Identification
Number

1 AAET, Inc, 22-3258128
2 ACUS Coporation 74-1938504
3 American Lake Water Company 06-13566121
4 American Water Capitai Corp 223732448
5 American Water Engineering, inc 76-0654501
& American Water Enterprises Helding, Inc., 78-0805357
7 American Water Enterprises, Inc, 22-3169458
8 American Water Industrial Operations, Inc., 74-2177717
9 American Water Industrials, Inc., 76-0856917
10 American Water Operations and Maintenance, Ing 8-0165916
11 American Water Resources, Inc., 54-0012221
12 American Water Services COM, Inc., 01.1745331
13 American Water (USA), Inc., 88-0165920
14 American Water Works Company, Inc., 51-0063696
15 American Water Works Service Company, Inc 23-1340234
22-2881173

16 Applied Wastewater Management, Inc.

17 Applied Wastewater Services, Inc.,

22-2711356

18 Applied Water Management of Delaware inc.

20-1553646

18 Apolied Water Management, Inc., 22-3608285
20 Arizona-American Water Company 86-0086580
21 Bluefielg Valley Water Works Company 86-8022466
22 California-American Water Company 51-0104148
23 E'Town Properties Inc., 22-2817018
24 Edison Water Company 22-351929¢
25 Hawaii-American Water Company 99-0108667
26 Hydro-Aercbics, Inc, 95-3870533
27 Wingis-American Water Company 810105884
28 Indiana-American Water Company, Ing. 35-0836102
29 jowa-American Water Company 42-0735216
30 Kentucky-American Water Company 61-0485002
31 Laurel Cak Properties Corporation 20-1022964
32 Liberty Water Company 22-3506203
33 Long [sland Water Corporation 11-1516966
34 Maryland-American Water Company 520265025
35 Michigan-American Water Company 38-1657784
36 Missouri-American Water Company 44-0578460)
37 Mobile Residuais Management (USA), [nc. 98-01837394
38 New Jersey-American Water Company, Inc 22-1546642
38 New Mexico-American Water Company, Inc, 85-0344576
40 Ohic-American Water Company 31-4389620
41 Pennsgyivania-American Water Company, Inc, 25-1008006
42 Philip Automated Management Conirals, Inc. 98-0165814
43 PWT Waste Solutions, Inc. 63-1047291
44 Tennessee-American Water Company 62.0520008
45 Texas-American Waler Company 20-42368657
46 TWNA, Inc. 05-1548192
47 UESG Holdings, Inc. 20-0863050
48 United Water Virginia, In¢ 54-1016694
49 Utility Management and Engineering, Inc 22-3239760
50 Virginig-Arnerican Water Company 54-0118650

55-0307487

51 West Virginia-American Water Company

Mailing address for all above companies is:

PC Box 5600

ATTN: Income Tax Department
131 Woodcrest Road

Cherry Hill, NJ 08003

Statement 1



I 10%x0006573

ACCOUNT ID 0059145

TAX YEAR END L23L2008 NAME  PENNSYLVANIA~ANMERICAN WATE
RCT-101 PAGE 5 OF ¢ PA CORPORATE TAX REPORT 2008
SECTION E: CORPORATE STATUS CHANGES

Cut of Existencef

Cut of Existence xX N Withdrawal Date KX
(Final Reporl) *Date of Dislribution of XX OB Ng Assets
PA Assels to Distribule

PA Corporations: Report dale business activity ceased and date assels were distributed.

Foreign (Non-PA) Corperations: Report date business activity in PA ceased and date PA assets were distribuled.

*Schedule of Disposilion of Assets MUST be compleled and filed with the PA Corporate Tax Report.

Has the corporation sold or transferced in buik 51% or more of any of the following classes of assets: XX
any stock of goods, wares, merchandlse of any kind, fidures, machinery. equipment, bulldings or real eslale. if so,

piease provide the name and address of the purchaser. (Attach separate schedule if additional space is required.)

Purchaser Name XX
Address Line 1 XX
Address Line 2 XX
City XX
State XX
ZIP XX

SECTION F: GENERAL INFORMATION QUESTIONNAIRE
Brief description of corporate activity in PA WATER UTILITY

Brief description of corporate activily
outside of PA

List other states in which laxpayer has
activity

State of Incorporatien XX FA Ingorporation Date XX 07151904

1. Does any corporation, individual, or other business entity hold ali or @ majorily of the stock of this corporation?

2. Does this corporation own ali or a majority of stock in other corporations? If yes, compiete Schedule X.

3. is this taxpayer a partnership thal elects o file federal {axes as a corporation?

4. Has federal government changed {axable income as originally reported for any prior period for which reports of change
have not been filed in PA?

If yes: First Period £nd Date: XX Las! Period End Date: AR

Accounting Method - Federal Tax Return

Y Accrist
N Cash
N Other

Accounting Method - Financial Stafements

Y Accrugt
N Cash
N Other

L 1010008573 ovasn 2 000 1010008573

XX

XX
XX
XX
KX

=222 <

—
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ACCOUNT ID 0os9314s
TAX YEAR END L2312008 NAME  PENNSYLVANTA-AMERICAN WATE

RCT-101 PAGE 6 QF 6 PA CORPORATE TAX REPORT 2008

SCHEDULE OF REAL PROPERTY IN PA (Attach separate scheduie if additional space is required.)
Own/iRent Street Address City County KOZIKOEZ

CORPORATE QFFICERS SSN Last Name First Name i
President/Managing Partner XX PARPE KATHY L
Vige Presiden? XX REDMOND VELMA A
Secretary XX REDMOND VELMA A

Treasurer/Tax Manager XX KOQWALSKI ROCHELLE

TAX PREPARER'S
NAME AND ADDRESS

Mail Lo Practitioner XX N
Federal EIN XX
Firm Name XX
Address Ling 1 A X
Address Line 2 XX
City XX
State XX
zip XX

Tax Preparer's Signature/Date

NAME
FHONE
E-MAIL

- 1010008673 vas 2,600 10100C8L73 —



REV-798 CT (12-06)

SCHEDULE C-2 PA DIVIDEND DEDUCTION SCHEDULE

M M D DY Y

CORP TAX
CORPORATION ACCOUNT ID TAX PERIOD ENDING
|_1_| Fuderal Schedule C, Line (20), Total deduetions | . . . . . 0 v v e e e e ., 1
| 2 | Federat Scheduie C, Line (18), Foreign Dividend Gross-Up {Seclion 78) , , , , . e e e e e e e 2
3 _] pividends from less-than-20%-owned foreign corporations listed on Lines (13) and (14} of federal Schedide G - X 0%, |3
,__i___ Dividends from 20%-or-more-owned foreign corporations listed on Lines (13) and (14) of federal Scheduie C - x80% , | 4
§ | Dividends fisted on Lines (13) and (14) of federal Schedule G from foreign corporations that meet the "80% voting
and value test” of IRC §1504 {a) {(2) and othanwise would qualify for 100% deduction under IRC§ 243 {a} (3)
. if they were a domeslic corporation. Do not Fist any amounts included In items 5
L6 | Total PA Dividend Deduction - A¢d Lings 1, 2, 3, 4 and 5 [Enter above &t Section C, Line (28} | . . . . | | 8
SCHEDULE X
Taxpayers compieting this schedule must provide beginning and ending baance
sheets, reflecting the consolidated net worth of the faxpayer and all subsidiaries.
M M b DY Y
CORP TAX
CORPORATION pennsylvania-Anerican Hater CompanyACCOUNTID _ 00597145 TAX PERIOD ENDING | 12 /37 /2008
Name File in PA Corp Tax Account ID Ertity 1D (EIN)

Name, S8N, EIN and/or Corp Tax Account ID Number (if applicable) of any individual or business entity owning all or a majority of the stock of the

taxpayer.
Name SSN or EIN Corp Tax Account ID
American Water Works Company, Ing. 51-0063696 2938949

804632 3.000

COo00OPE 1MC4 09/29/2009 15:24:43 v08-8 25-10080%6 2
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NGERT SHEET J0E000L.Ud pennsylvania

FILE WITH FORM RCT-101 CEPRREMENT OF REVENGE
FPago 1

12/31/2008 Pennsylvania-~American Water Company 0058145
TAXABLE PERIOD ENDED (MONTHIDAYNEAR) NAME OF CORPORATION CORP TAX ACCOUNT )

Schedules 1 and 2 of fhis Insert Shest musl be completed by Pennsylvania corporations claiming the exemption for langible and Inlangible
assefs for Capital Stock Tax purposes and foreign corporations efecting to use the single faclor exempl asset fraction for Foreign Franchise

Tax purposes.

Tables 1, 2. 3 and 4 of this insert Sheet must be completed by all corporations apportioning taxable income and by forgign and Pennsylvania
corporations using the three (3) factor formula 1o compute the laxable valug of capital stock,

A. AVERAGE TOTAL ASSETS [Carry to RCT-101, Schedule A1, Line (4b)} . ., .. .. ... ...... ... §
B. Less: AVERAGE EXEMPT ASSETS -  Tangibles (From Schedule 1 Below) $

Intangibles (From Schedule 2 Below} $

Pollution Control Devices . . . . . . . . . $ $

{Attach description schedule and copy of DEP certification)

C. AVERAGE ASSETS TAXABLE IN PA [Carry to RCT-101, Schedule A1, Line (4}, . , .. ., .. ... ... ..., $

AVERAGE TAXABLE ASSETS

AVERAGE TOTAL ASSETS - {Carry 1o RCT-101, $chedule A1,
Line {8))

D. PROPCRTION OF TAXABLE ASSETS {compute to six decimal places)

EXEMPTION CLAIMED FOR TANGIBLE AND INTANGIBLE ASSETS {(OMIT CENTS)

SCHEDULE 1 Net Book Value - Beginning Net Book Value - Ending Amount Of%xemplion
EXEMPT TANGlBLE ASSETS A B o 5 C{?g:?;%do;o{;ﬁ;%{)?ge

(Attach rider. if necessany) Inside PA Outside PA inside PA Qulside PA Cocated S oa
{COL.B +DY+2

. Buildings

. Equipment and Fixlures .

. Leasshold Improvements .

. Motor Vehicles . . . 4

S A W R =

. Relitng Stock and afl other
Movabie Property

. Qther Tangible Propéd;'
(Attach Scheduie) , |, .

8. Invenlories , , , ., ,,

TOTALS
NOTE: If there was & subslantial change during the year, atlach a separate schedule oxplaining same in detail,
SCHEDULE 2 A B ¢ P E F
Number of Late Dale Held (Full Bock Value Exemption
EXEMPT IN?ANGIBLE ABBETS Shares Acquired Sold Year of No. Claimed
(Attach rider, if necessary) o % of Days)

=

1. Stocks of PA Corporations | |

2. Slocks of Foreign Corporations
{More than 50% owned}

. Exempt State and Local Securities,

. Mational Bank Shares | . . . .
TOTALS (For Exemplion Purposes)

-~ i W

1400810

8v4624 2.000

00COoP8  1MCA 08/29/2009 15:24:43 v08-8 25-100809¢6 4



ST 306000._0%
TABLES SUPPORTING DETERMINATION OF

TAX PERIODS BEGINNING ON OR AFTER JANUARY 1, 2007 APPORTIONMENT PERCENTAGE {OMIT CENTS)
Apportionment for (Tax Type}

til Capilal Stock/Franchise and Corporate Nel income Taxes 1 Capital Steck/Franchise Tax Only D Corporate Nel Incoma Tax Only
12/31/2008 Pennsylvania-American Water Company 0059145
TAXABLE PERIOD ENDED {MONTHIDAY/YEAR) NAKE OF CORPORATION CORP TAX ACCOUNT 1D
TABLE 1. PROPERTY FACTOR Description Ingide PA Inside and Dulside PA
Beginning of Period £nd of Periog Beginning of Period End of Periog

Tangible Property Owned {original cost value)

Inventory e e e e
Buildings and Depreciable Assets 2,620,138,593. | 2,811,267,613.| 2,620,138,593.| 2,811,267,613.
tand 22,413,931, 24,311,889, 22,433,931, 24,311,689,

.....................

Partner's Share of Property Gwned by Painerships |

Less Construction in Progress (if included above) | { M 2 ( 1L )
TOEIS 2,642,552,5624. | 2,835,579,502.1 2,642,552,524.).2,835,57%,502.
Total Beginning &nd End of Period 5,478,132,026, 5,478,132,026.
Average Value (1/2 of Above) | | . . . .. ... 2,13%,006,013, 2.739,066,013.
Add: Corporale Tangible andfor Real Property Rented* | 10,468,624, 10,468,624,
Partnership Tangible and/or Real Property Rented” |
Total Average Valve M) 2,749,534,637.](8) 2.749,534,637,

*Eight times net annual rental rate (Atlach Schedute)

[carry {A), (B} and {C) over to RCT-101,

(C) Property factor (divide A by 8 - compule o sixdecimaiplaces) 1 o 0O 0 0 0 © 0O Schedute A-1, as applicable, Lines {1a). (15) and (1g))
(D) 16 times property factor (Sivide A by B - Compute o 15 o 6 0 0 0 0 0 [carry (AL (B) and (D) over to RCT-101,
six decimal places and multiply by 15} Schedule C-1. Lines (1a), {1b) and (1¢)]
TABLE 2 - PAYROLL FACTOR Description ) Ingigde PA inside and Quiside PA
Wages, satargs, commissions and other compensation
to employees in:
Costofgoodssold, | . . . ., .. .. ... .... 37,003,884, 37,003,884,
Compensation ofofficers ., . . . . .. ... ... 1..640,106. 1,640,106,
Salesmen's salaries and commissions, , , , . . .. . .
Otherpayrolt, . . . . .. .. .. ... ..... 6,817,538, 6,817,538,
Partner's Share of Payioll from Partnerships | . . . .,
Total Payroll (") 45,461,528, 1{B) 45,461,528,
{carry (A), (B) and (C) over to RCT-101,
(C) Payroll factor (divide A by B - compute to sixdecimaiplaces) L e O O O © 0 © Schedule A-1, as appticable, Lines (2a), (2b} and (2¢)]
{2} 16 times payroll factor (divide A by B - Compute to 15 « 0 0 0 O 0 © [carry {A), (B and (D) over to RCT-101,
six decimal ptaces and multiply by 15) Schedule C-1, Lines (28}, (20) and (26)]
TABLE 3 - SALES FACTOR Description inside PA Inside and Cuiside PA
Sales (Net of Returns and Afiowances) ., . . . . . . . . 445, 374,567, 445,374,867,
tnterest, Rents, Royalties L., 1,196,028, 1,196,028,
Gross Receipls from the sale of other business assels
(exceptsecurities™) L.
Other Sales (receipts only) o 2,561,485, 2..561,485.
Pariner's Share of Sales from Parnerships |
Tolal Sates {A) 449,132, 080,[B) 449,132,480,
(C) Sales factor (divide A by B - compute 1o siX decimal places) . e 0...0.0 0 0.0 [carry (A}, (1B) and {C) over lo RCT-101,
Schedule A-1, Lines (3a), (3b) and (3¢))
{D} 70 times sates factor {divide A by B - Compute {o 70 o O 0 0 0 0 0 [carry (A}, (8) and (D) over to RCT-101,

six decimal piaces and multiply by 70} Schedule C-1, Lines {3a), (3by and {3c)

** Uniess you are a securilies dealer

Special Apportionment to be completed oniy by railroad, fruck. bus and airline companies, pipeling or natural gas companies and waler ransportation
companies (Refer to instructions).

(A} NUMERATOR (M) - . (©

(B) DENOMINATOR [(2))
Tearry (A), {B) and (C) over to RCT-101, Schedules C-1 andfor A-1, as applicable, Lines (4aj, (4b) and ()]

L0L0CD&2EN

BYAGZH 2.000

0co0P8  1MC4 08/29/2009 15:24:43 V08-8 25~1008096 5



REV-860 CT (06-08)

pennsylvania

DEPARYRENT OF REVENUE

C-5 Schedule of Taxes

PACorporate Net InCOmMe Tax . . . o o v v i e e e e e e e e | |
PA Capital Stock/Franchise Tax . . . . o o e e e i ]
Phitadelphia Business Privilege Tax- Gross Receipts Portion . . . .. ... . 0o 0L i |
Philadelphia Business Privilege Tax - Netlncome Peortion . ... . ... ... oo | |
ncome Taxes - Cther Sfates . . . . . . . .0 e i 8,389,151
Payroll TAXES . . o e e e e 1 |
RealEstate Taxes. . . . . . . . . e i |
Salesand Use Tax . . . . o e e e | J
Business Priviiege Tax - Otherthan Income . . . . . . 0 0 it it e e e e i ) |
CCUDaNCY TaX L . o e e e e e e e 1 |
Local income Taxes . . . . o e e e e e E |
Local Taxes - Notbased Onincome . . . . . . i e e e e E |
Other Taxes - NotBasedon InCome . . . . . . .. i i e e e e e i 12,123,436 .
Otherincome Taxes . . . . . . o e e e | i
Total Tax Expense reported on Federal Income TaxReturn . ... . . .o o0 0o | 20,512,587,

Schedule OA - Other Additions

Description Amount

Total

Schedule OD - Other Deductions

Description Amount

Federal wages disallowed as a result of tax
credits under IRC Sec. 458 or iIRC Sec. 51

Totai

8Ya62z2 2.000

0000PE 1MC4 (9/29/2009 15:24:43 V08-8 25-1008096
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Pennsylivania~Anerican Wat  Company 25-10080%6

Applied from REV-855
Tentative payments 1,785,220. 8,113,150,
Payments with extensicn 245,000, 1,280,000.
Keystone Opp Zone
Credits:

Nelighborhood Assist.

Employment Incentive

Educational Imp.

Coal Waste Removal

Jobs Creation Tax

Pennsylvania R & D

Totals : 2,030,220, 9,393,150,

Statement 1

0000PB 1MC4 09/29/2009 15:24:43 VO0B-8 25-1008096



Diagnostic Report

Tax Year ; 2008 Return No: C000P8
Taxpayer: Pennsylvania-American Water Company
ID No + 25-100B096

Severe Diagnostics

*% No Severe Diagnostics Detected **

Informational Diagnostics: Total 4

States (4)

General (2}
1,.Common State
Federal attachments are not provided for states that reguire a complete
federal return. Please check the filing reguirements for the fellowing
state returns:
PA,

2.Common State
The following state(s) may regquire that you submit tax payments using
Electronic Funds Transfer (EFT). Please consult the state's EEFT
guidelines before submitting any payments by check:

CA,IL, PA,TX,

Pennsylvania (2)
3.General Information
The State of Pennsylvania reguires data to print in 12pt OCRA font
{approximately 1/6" tall}. If your data for Pennsylvania forms is printing
in a smallexr font, please contact support.

4,REV-857
The State of Pennsylvania instructions indicate to use our Form REV-857
only if the corporation has not received the preprinted PA Corp. Tax
Coupon Book.

** No Electronic Filing - Alerts Detected **

** No Electroni¢ Filing - Rejects Detected **

** No Blectronic Filing - XML Validation Errors Detected *¥*

* indicates Diagnostic has been suppressed,

8X9020 2.000
000CP8  1MC4 09/29/2009 15:24:43 W08~8 25~1008096



', Corporation Income Tax | rm OB o, 1845:0175
Form 1 1 ? 0 For calendar year 26.. or tax ye;l?beginning 01/01/2008_ . ending .2/31/2008 ___ 2@0 8
AR S " w See separate instructions.
A Gheck if: Name B Employer identification number

1aConsoligaled returnf™
(2uach Form 851)

b Lifetnonlile
consolidaled relern
2 Personal holding co.

{ssttach Sen

3 Personat sgmvce
COIP. {500 Instructions}

Use IRS Pennsvlvania-American Water Company

25-10080%96

label. Number. sireet, and room or suite no, i a P.O. box, see instruclions.
Otherwise,

ory . print or BQ Box 5600, ATTN: Income Tax

C Date incorporated

07/15/1904

type. City or town, state, and ZIFP code

D Total assets (see instructions)

o Sehoaule 43 Cherry Hili, NJ 08003 § 2,514,592,929,
attached « o« 'r}T{’I E Check i (1) g i Initial return (2} ? E Final #&tum (3}] ; Name change («5)| ]Address change
12 o cume o7 145,374,567, | b .o amancs | ~_lcBaw | 1c 445,374,567,
2 Cost of goods sold (Schedule A, line 8}, | | e 2 81,483,536,
3 Gross profit. Subtractfine 2frombne te |, ., L L L L L L. ... e e 3 363,891,031,
4 Dividends (Schedule C, line 18y L. .. e e 4
g5 INtereSt L ., See, Statement, 1. .L5 60,205,
Bl 6 GrosSIentS e e 6 1,145,823,
B 7 Grossrovallies | L e e e e 7
8 Capital gain net income (attach Schedule D (Form 11200} . L L . o0 o o v v oo v e e e e 8 26,888, -
9 Net gain of {loss) from Form 4767, Part Il, line 17 (attach Form 4797y . . . ., ., e e e e e e g NONE
10 Other income (see instructions - aftach scheduie), , . . . . . . . .. See, Statement, I, . 110 2. 561, 485,
11 Totalincome, Addlines 3through 10 ., _ . . L o 0 o v o i b o e e e e e e e e e e | ] 367,675,432,
~i 12  Compensation of officers (Schedute £ lined4) | . . L. L o pf 12 1,649,106,
§ 13 Salaries and wages (ess employment eredits) | . L L L L L L L . . s e e e e e e s 13 6. B17,538,
g G4 Repairs and MENBNANCE | . L e e e e e e 14 285,481,793,
BIM6 BAGUEDIS ... 15 5,753,537,
£ T T 18 1,308,878,
@l 47 Taxes and BCeNSES . . . . L.l See Statement 2 . |17 20,512,587,
118 interest. L . ... .. S e 18 52,867,284,
El 19 Charitable contribliens . . . . . . . . .. .. e e See. Statement. 3. .| 19 LBO, 040,
':; 20 Depreciation from Form 4562 net alaimed on Schedule A or elsewhere on return {attach Form 4562y, . . | 20 95,720,870,
@i 21 Depletion, ., e e e e e e e e e s 21
Sl22 AGVERISING, . L. e 22 224,513,
§ 23 Pension, profit-sharing, 816, DIBNS . | . . . L L L . o e e e e e e e . 23 7,923,535,
2 24 Employee benefit programs |, |, , . . . . e e 24 12,696,667,
é 25 Domeslic production activities deduction (attach Form 8903y . | | | | e e e e e e e e 25
% 26 Other deductions {attach schedule} . . . . . . . . i e i e See Statement. 3 . i2s 73,703,829,
£
]
e
a

27 Total deductions. Add lines 12through 28 |, | . . . . . . . .« c i i v v v e .
28 Taxable income before net operating foss deduclion and special deductions. Subtract ling
29 less: a Netoperating loss deduction (see instructions), , , , , , |283

> 27

564,841 . 377.

27 fromline 11 | 28

-187,165, 249,

35 Overpayment. if line 32h is farger than the totat of fines 31 and 33, enter amount overpaid

Refunded p: 36

b Special deductions (Schedule C, Ine20), . . . . . . .. 29k 28¢
«| 30 Taxable income, Subtract fine 29¢ frem line 28 (see MSFUCHONSY . © . . L . L e e e e e e 30 -197,.165,845.
131 Totaltax (SCNEAUIE , e 103, o o L v v v v e e e e e 31 NONE
5| 320 mgemommenaigpy - -
2 by 2008 estimated tax paymonis, 32b
:: c gg?g‘rgfur]d ?mfhc'df'or Icn' . i3ze ( } d Bal »|32d
"??: e Tax deposited with Form 7004 . _ . ., . . ... ... .. ... i3z2e
G f Credits: () Form 2a38 L Femenp 32f
% g Refundable credits from Form 3800, line 19¢, and Form 8827, fine 8¢ (329 32h
g 33 Eslimated tex penalty (see instructions). Check if Form 2220 s attached . . . . . , ., . N L_J 33
2i34 Amount owed. If ling 32h is smalier than the total of fines 31 and 33, enter amounfowed . . . . . .. 34
E’ 35

36 Enler amount from fine 35 you want: Gredited to 2009 estimated tax P
Under penatlies of penury. | declare Ihat | have examingd this retum, including accempanying schedules and stalements, and 1o the besi of my Knowlgdge and belief, 1if i lrue, correch. and
Sign complete. Declaralion of preparer {oiher 1han texpayer) i5 based on afl informalion of whigh preparer hag sy knavdedge.
g May the IRS discuss this rewm
wilth  he preparer shown Beiow
Here | (see Instruclions)?
Signature of officer Date Titie [ YusDNo
(2 e O
Preparer's Date ?;Efrk . Preparer's SEN or PTIN
Paid signalure emiployed [ l
Preparer's| Firm's name {or EiN
Use Only yours if self-employed), Phone 1o
addsess, and ZIP code
15A For Brivacy ALt and Paperwork REGuation Act NOLIGE, S6¢ separate INSUUCHONS. Form 1120 (z008)
8£1110 §.000 .
25-1008096 5
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Pennsylvania-American ay Company

25-~100808%6

Form 1120 (2008} Page 2
Cost of Goods Sold (see instructions)
1 inventory at beginhiag of year L, e e e Ce e 1
2 Purchases ............................. T T L R T T R R I S I 2
3 oCostoffabor | . L. L e e e - e e 3 37,003,884,
4 Additional section 263A costs (atlach schedule) ,,,,,,,,,,,,,,,,,,,,,,,,,,, 4
5 Othercosts {atlachschedule) . . . . ., . . . . .l .o a e See. Statenment. 4, . . [.8 44,479,652,
6 Total Addlines 1 throughB . 0 Lo 0o . e e s 6 83,483,536,
7 Inventory aLENG OFYOAr | L L e e e 7
8 Cost of goods sold. Sublract line 7 from line §. Enter here and on page 1, HAEZ . . e 1 8 81,483,536,
9 a Check all metheds used for valuing closing inventory:
o Cost
{ii) Lower of cost or market
i) Other (Specify method used and attach explanation} W e e L
b Check if there was a writedown of subnormaal goods | . . ., . . . o . v v oo e ey L e e e e e » H
¢ Check if the LIFO inventory method was adopted this tax year for any geods (if checked, attach Form870) . . . . . . . -« v .o >
d if the LIFO inventory method was used for this lax year, enter percentage {or amounts) of closing
inventory computedunder LIFQ | L L L L L L o e e e e ad

e If property is produced or acquired for resale, do the rules of section 263A apply 10 the corporation? |

£ VWas there any changé in determining quantities, cest, or valuations belween ppening and closing inventory? If "Yes."

l_l\fes lm No

Atach EXPIANAHON « « « v « w s x e e s e e s e o v e wworo s 4 eyt i e Tt e S L
Dividends and Special Deductions (see | nstructions) (a) Dividends {¢) Spesiai decuttions
rece_ivcd (b} % {a) % (b)
1 Dividends from less-than-20%-owned domestic corporations (other than
debt-financedstock) . . . . . . .. v o e e s e e . - 79
2 Dividends from 20%-or-more-owned domestic corporations (other than debt—
financed StOCK) .+ . . . . o e e b e e e e e e 80
3 Dwidends on debt-financed stock of domestic and foreign corporations il
4 Dividends on certain preferred stogk of less-than-20%-owned public utiities . . L. A2
5 Dividends on certain preferred slock of 20%-or-more-owned public utilities . . . 48
6 Dividends from less-than-20%-owned foreign corporations and certain F3Cs 78
7 Dividends from 20%-or-mere-owned foreign corporations and centain F8Cs . . . &0
§  Dividends from wholly owned foreign subsidiaries . . . . . . . . e 160
9 Total. Add lines 1 through §. See instructions for mitation . . . - . . . . . .
10  Dividends from domestic corporations received by a small business investment
company operating under the Small Business Investment Actof 1958 . , . . . 100
11 Dividends from affiliated group members . . . . v v v v o a o v e e 100
12 Dividends from cert@in FSCS . o vt vt v e e C e 100
13 Dividends from foreign corporations not included on lines 3,6, 7,8, 11, or 12|
14 Income from controlled fereign corporations under subpart F (attach Form(s) SATH, L, .
15  Foreign dividend groSs-Up | . L L L L b s e e e e e e e e e
16 IC-DISC and former DISC dividends not included onlines 1, 2, or 3 ,,,,,,,
17 Oher GVIBENAS | . . . . .t e e e e s .
18 Deduction for dividends paid on ceriam preferred stock of public ulilities |
19  Total dividends. Add lines 1 through 17. finter here and on page 1. line 4 | | >
20 Total special deductions. Add Iines 8, 10, 11, 12, and 18. Enter here and on page idine29 L ... »

Compensation of Officers (see instructions for page 1, line 12)

Note: Compiete Schedule E only if tolal receipts (fine 1a plus fines 4 through 10 on page 1) are $500,000 or more,

""" fo) Percent of | Pedcont of corporation
{a) Name of officer () Social security number [lime devoled 10). stock owned (f) Amount of compensation
\ business () Common | (e} Prelerred
1 . % % %
Tnformation available in taxpayer's offige. % % %
Yol Yo %,
% %! %!
%ol i Yo
2 Total compensation of offiCBrS | | | | L . . . . e e e e e o e 1,640,106,
3 Compensation of officers claimed on Scheduie A and elsewhere on FRtUMm |, . . . s e s e e e e e e . e -
4 Subtractline 3 from fine 2, Enter the resuit hereandonpage 1L iN@ 12 L, . . 4 0 0 v v o v o v 00 s a s o s 1,640, 106,
xjs?;ﬁazo 3.000 Form 1120 (2008)
0C00P8  1MC4  08/10/2009 10:44:11 v08B-7.6 25-10080%¢ ¢



Pennsylvania-American 2y Company

25~100808%6

Form 1120 (2008) Page 3
Tax Computation (see instructions)
1 Check if the corporation is @ member of a controlled group {atiach Schedule O (Form 1120)) > lﬁ}i’wi
»  jncome lax. Check if a qualified personal service corporation (see instructions) . . . . . . . . » | 2
3 Allernative minimum 1ax (a1ach FOrMAB2B) . . . . . . v v v v e s n e e e e e e 3
4 Addiines2and3 .. ... .. e e e e e e e e s T 4
Sa Foreign tax credit (altach Form 1118), . . . . e e e e e e e sa
b Credit fromForm 8834, . . . . . « .. e e e e e e e e 5b
o General busingss credil (altach Form 3800y . , . . . . . .+« v oo v o 5¢
d Credit for prior year minimum tax {attach Form 8827} _ ., , ., ., . . .. 5d
¢ Bond credits from Form 8812, .. ., e Se
6  Total credits. Add lines Sathroughbe ., . . .. ... ... e e e e e e e e ]
7 Subtracliine Bfromined | . . .. . . o0 . e e e s e e e e e e e 7
8 Personat holding company lax (attach Schedule PH Form 11200} . . . e e e e e e 8
g Other taxes. Check if from: :I Form 4255 D Form 8611 Form 8697
D Form 8866 D Form 8302 D Gther (atlach scheduie) .2
10 Total tax. Add lines 7 through 8. Enter here andonpage T ne 31 . o o - 0 0 o o n s o v o o0 v nnae 10 NONE
Other Information (see instructions)
1 Check accounting method:  a u Cash b |Ll Acerual c U Other (SPBEHY) I e e e e e e e e YesiNo
2 See the insfructions and enter the:
a Business activivcodeno. ™ _ 221300 e
Business activity p_ Water — ULd Loy o
¢ Productorsenvice p o Water = ULility
3 is the corporation & subsidiary in an affiliated group or a parent-subsidiary controfled group? ., ., L L L L L L . e e e e e X
1 "Yes." enter name and EIN of the parent corporation ™ _American Water Works Co. INC. oo
______________________________________ 510063696 o e
4  Althe end of the taxyear:
a Did any foreign or domestic corporation, partnership {including any entity lrealed as a partnership), or trust own directly 20% or
more, of own. directly or indirectly, 50% or more of the total voting power of all classes of the corporation's stock entitied tovate? | 1 X
For rules of constructive ownership, see instructions. )f "Yes," compiete (i) through év).
{i) Name of Entity |dent(|’fli)c§ai?oprlwommber (i) Type of Entity (gléﬂfgg%ﬁf &L)nzgr&egigggg
(f any) Stock
American Water Works Company 51-0063636 Corporation Us 100.60

b Did any individual or estale own directly 20% or more, o5 own, directiy or indirectly, 50% or more of the total voting power of all

classes of the corporation's stock entitied to vote?
For rules of constructive ownership, see instructions. If “Yes." complete {i} through (iv).

(i} ldentifying Nurnber

{i) Name of Individual or Estate {if any)

{iity Country of Citizenship
(see instructions)

(iv) Percenlage
Cwned in Voting
Siock

JSa
6C 1130 4 000

0000P8 AIMC4 (09/10/2009 10:44:11 VO0B-7.6

25-1008096

Form 1120 (2008)
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Pennsylvania-American :r Company 25-1008096

Form 1120 (2008) Page 4
Continued
5 At the end of the tax year, did ihe corporation: Yes i No
a Own directly 20% or more, or own, directly of indirectly, 50% or more of the total voling power of ali classes of stock entitled (o vole of any
foreign or domestic corporation not Included on Form 851, Affiliations Schedule? For rules of constructive ownership, see instructions *®
If "Yes," complete (i} through {iv).
{it} Employer {iii} Country of {iv) Percentage
{i} Name of Corporation identification Number Incorporation Owned in Veting
{if any) Stonk
b Own directly an interest of 20% or more, or own, directly or indirectly. an interest of 50% or more in any forgign or domestic partnership
(including an entity Ireated as @ partnership) or in {he beneficial interest of a rust? For rules of constructive ownership, see instructions . b4
i "Yes," compiete {i) through (iv).
{iy Name of Entity [deng!l’?csaft?oprmzrmber {iii} Country of Qrganization Perg;}nggzlngnmed in
(if any) Profit, Loss, or Capital
& During this tax year, did the corporation pay gividends (other than stock dividends and distributions in exchange for stock} in
excess of the corporation's current and accumulated earnings and profits? (See sections 301 and 316 . .. .. ..., .. %
If *Yes," file Form §452, Corporate Report of Nongividend Distributions. '
If this is a consolidated return, answer here for the parent corporation and on Form 851 for each subsidiary.
7 At any time during the tax year, did one foreign persen own, directly or indirectly, at least 25% of (a) the total voting power of all
classes of the corporation's stock entitled to vole or (9) the tolal value of ail classes of the corporation's stock? ., [, . |, .. X
For ruies of attribution, see section 318, If "Yes,” enter; '
{i) Percentage owned p _ _ _ 5.":14_9._0_ e and (i) Owner's country M e e
{¢) The corporation may have to file Form 5472, information Return of a 26% Foreign-Owned U.S. Corporation or 2 Foreign
Corporation Engaged in a U.8. Trade or Business. Enter the number of Forms 5472 attached M oo
8 Check this box if the corporation issued publicly offered debt instruments with original issue discount || R [:__]
If checked, the corporation may have to file Form 8281, Information Return for Publicly Offered Original Issue Discount Instruments.
9 Enter the amount of tax-exempt interest received or acerued during the tax year P
10 EmemhenumbacﬁshmdwwasaHheendlo&wxwmrm1000Hewm)p.____mmmWHHM_____wm"__m_w_____mgk_w
14 If the corporation has an NOL for the tax year and is electing to forego the carryback period, check here >
If the corporation is filing a consclidgated return, the stalement required by Regulations section 1.1602-21(b)(3} must be attachcd or
the election will not be valid.
12 Enter the available NOL carryover from prior tax years (do not reduce it by any deduction onine 292.) B $ _ _ __ _ __ oo __
13 Are the corporation's 1otal receipts (ling 12 plus lines 4 through 10 on page 1} for the tax year and ifs total assels al the end of the
tax year less than $250,0007 . . . . .. . ... .. - e e e e e e e e e e e e e X
if "Yes," the gorporation is not required to complete Schcdules L. M-1, and M-2 on page 5. Instead, enter the lotal amount of cash
distributions and the book value of property distributions (other than cash) made during the tax yearp §
égﬁms 3000 Form 1120 (2008)

00COP8  1MC4 09/10/2009 10:44:11 V0B-7.6 25-10080%¢6
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Pennsylvania-American

zr Company

25-100808%86

Form 1120 (2008) Page &
Bajance Sheets per Books Beginning of taxyeas End of tax year
Assets (a) () ) (e}
1 Cash. . oo v .o v e e s 2,169,461, 975,485,
28 Trade notes and accounts receivable 33,011,412, 35,304,478,
b iess allowance for bad debts , . . . |{ 6,585,214, ) 26,426,198, | 4,820,492, ) 30,483,986,
3 fnventories, , . ... .- o
4 U5 government obligations , , . .
§  Tax-exempl securities {see instructions)
6  Other cumenl assets (attach schedute) , . | STML 5 40,961,372, 40,337,680,
7 Leosns losherehoiders |, . ... -
8 Mortgage and real estate loans . | |
9 Other investments (attach schedule) | Stmt 5 1,200,268, 1,094,800,
10a Buildings and other depreciable assets , | 2, 620,138,583, 2,811,267,613,
b Less accumulated depreciation | | | [ 594,018,056 ) 2.026,120,537. K 638,577,890, 2,172,689,723.
11a Depletableassets | |, |, . .. ..
b Less accumulated depletion | . ., L ) ( )

12 tand {net of any amortization) |, | |
134 Intangible assets (amortizable oniy} .

37,771,012,

22,413,831,

b Less accurnulated amortization , |, , 14

1,206,841 )

38,591,012,

24,311,889,

36,564,171, 1¢

)

38,591,012,

14 Other assets (attach schedule) . . . | Stmt 5 211,293,971, 206,108, 354.
15 Total 8SSEIS « o+« o s o s 4 4 o s 2,367,148,909. 2,514,592,828.
Liabilities and Shareholders' Equity
16 Accourts payabie bl i os5 28,531,038, 19,096,056,
17 Morgages notes, bonds paysblem St 11,818,817, 6,430,614,
18  Other current liabiliies (attach scheduie) | STt 6 148,308,936, 126,836,173,
18 Loans from shareholders | |, |
Mot . notes, bonds payabie in 1
20 Mortgages, notes, bonds ayabie I TYEY 837,794,698. 917,125,965,
21 Oftner liabilities {attach schedute) . | | Stmt © 512,813,458, 562,875,247 .

22 Capital slock: a Prefered stock

14,171,700,

b Common stock

21,506,887,

14,171,700,

35,678,587,

21,506,887,

35,678,587,

23 Additionai paid-in capital

24 Retgingd sarnings-Appropriated {altach schedule)

25 Relained earnings » Unappropriated |
Adjustments to shareholders’ equity

26 {atiach sehedule), . . L L L. 0

27 Less cost of freasury stock _ , |,

28 Total liahilities and shareholders' equity ,

520,483,004,

707,530,

271,013,841,

(

)]

2,367,149,909.

553,814,160,

707,530,

292,028,597,

2,514,592, 829,

Reconciliation of Income (Loss) per Books With Income per Return

Note: Schedule M-3 required instead of Schedute M-1 if tolal assels are $10 miliion or more - seg instructions

Net income {loss) per books | ., L L.
Federal income lax perboeks , |, , ..
Excess of capital losses over capital gains
Income subject to tax not recorded on books

LR

this year (@MIZRY _ _ . e

5 Expenses recorded on books this year not

a Depreciation , . ., ... $_

b Charitable contributions | | & _
¢ Travel and enterfainment | $

& Addiinesithroughb5. ., . . .., ..,

75,758,7199,

7 income secorded on books this year not
inciuded on (his reluzn (temize)!

42,476, 1%3.

Tax-exempt interest §

See Stateméﬁt 7

12,118,332,

827,967, against book income this year (itemize).
a Depreciation | , ., ., . . LI

b Charitable contributions | $ _ . _

120, 689, See_Statewent . ____

131,301,900,

10 Income (page 1, ling 28) - line 6 less ling 9

1,258,207,

8 Deductions ¢n this return nol charged

39,199,629,

288,010,009,

328,467,845,

~1987,365,945,

Analysis of Unappropriated Retained Ear

nings per Books {Line 25, Schedule L}

1 BRalance al beginning of year | 271,013,841, | § Distributions: & Cash ., ., . ... 54,744,039,

2 Netincome {loss) perbooks =, 75,758,188, bStock | ., ., .

3 Other increases (itemize): _  _  _ __ c Property. |, .. . .,
____________________________ 6 Other decreases (temize)Stmi_ 8_ 4.
______________________________ 7 Addines Sand6 ., ..., .. 54,744,043,

4 Addlines1,2,8nG3 L ... 346,772,640, | 8 Balance al end of year {line 4 less tine 7) 207,028,597,

JSA
8C1ta0 3 000

0000PE 1MC4

09/10/2009 10:44:11 V08~7.6

25-1008096

Form 1120 (2008)



Page B
Employer identification number

Sehedule M-3 (Form 1120) 2008
Name of corporation (common paent, i consolitated return)

rennsvlvania-American Wateyx Company 25-10080986
Chock appticable box{es). {1) Consolidated group (2) § | parentcorp {3) Consolidated eliminations {4) % | Subsigiary corp (5) ___J Mixed 1120/LIPC grovp
Check if 8 sub-consoligied: (£) 1120 group {7} r__] 1120 eliminations

Name of subsidiary {if consolidated felurm} Emgployer identificaiion number

Y Reconciliation of Net income (Loss) per income Statement of Includible Corporations With
Taxable Income per Return (see instructions)

(a) {R) (e} )
income {Loss) Items income {L.oss} per Temporary Permanunt Income {LOSS) per
(Attach schedules for lines 1 through 11} ncome Slalement Difterence Oifterence Tax Refun
1 incomée (i655) from cquily menod foreign
COLPOraliDNS + » = » « = v oo
2 Gress foreign divdends not previousty laxed
3 Subpan £, QEF, and similar income inglusons
4 Seclion 70 gross-up « « 1+ v v ¢ v s
5 Gross foreign diswriputions proviously laxed . -
& Income (los3) from equidy method U.S,
COIPOFANENS + « v v v v s 410 -
7 .8, dividends nol climinated in lax
consohgalion - - + v v oa e s e s
8 MInoriy inlerest 1or includible corporatons
4 Income (foss) from U.S. pannerstups ||
10 Ipcome (1oss) from foreign parinerships
i1 Income {{0ss) from other pass-through entites
42 items relating Lo feporladie ransaclions
(altach details) . . . . . - . o . ——
13 interpsl ncome (aiach Form 8916-A), . . 50,205, 50,205,
14 Tolal accrual 10 casn adjustment, |
15 Hedgng waasackons . L . L L L . . .
46 Mark-tomarkelincome figss) |, , ., . . .
17 Gost of goods soid {auach Form 8916-A) - ( 87,144,000, ) 660, 464. { 81,483,536.1}
18 $alo versus 0ase (for sellers andfor igssors)
49  Seciion 4BH3} sgjustments . . . o v s
20 Unearngdidefered revenue « - ¢« .
21 Income fecognition ffom long-lerm conlracts
22 Onignaf sruc discount and ather wipuled Inorest
232 Income slalement gainfioss on sale,
exchange. abandonmenl, worhiessness, of
other dispositon of assets olhar than .
inventory ang pass-ihrough entities . . . - 25,0638, -25,638.
b Gross capitol gains trom Scheduls D,
ercluding amounts from pass-lhrough entities 7, 679, 7. 679,
¢ Gross capllal losses from Schedule D,
exciuding amounts frofm pags-nreugn enities.
abandanment lsses, and worthless slpck
josses L, L, . .
d Net gandiess (eporled on Forms 4797, ling
77, axcluding amounls from pass-througn
antities, avandonment losses. and wonhiess
SOCKIOSSES . 4 o b e e e e e . .. 19,208, 15,208,
¢ ADGNJORMENLIOSSES « « + + « v v o+ = -2, 328,552, -2.328,552,
[ Worhiess swoch losses {altoch details) ., -
g Qther gainfioss on disposilien of agsels othar
man inventory |, . v . v s . e - s
24 Capital loss himitation and carryforward used
25 Other inceme (0ss) items wilh differepses » - N
paiesif oo T A 91,746,767, 826,717. 92,573,484,
26 Total ingome {loss) items. Combine lings 1 -
P 9,678,610, ~-340, 121, 8,838,489,
27 Total expenserdeduction items {from Part
L I -224,784,399., ~314, 608,880, - 42,524,257, ~486,869, 022,
28 Other tems vit no are®iit (10, | 290,864,588, 290, 864,588,
292 Mixed groups, seg instructions. Nl olhers, - N
e e 8 mough 28+~ - 75,758,799, -315,449,001. 42,524,257, -197,165,945,
b PC nsurance subgroup reconciiiation tolals
¢ Life insurance subgroup reconciiialion lotals
10 Reconciliation totals. Combing fines 288 . - -
through 296 -+« + - 75,758,798, «~315, 449,001 . 42,524 257, -107,165, 0845,

Note. Line 30, column {&). must equal the amount on Part |, line 11, and column (d) must equal Form 1120, page 1. ling 28,
Scheduie M-3 (Form 1120) 2008

JBA
8C2731 2.000

0000P8 1MC4 09/10/2009 10:44:11 vV08-7.6 © o 25-10080%6 10



Schedulg M-3 (Form 1120) 2008

Page 3

Name of corporation {commeon parent, if consolidated retum)

Pennsylvand

La—American Water Company

Employer identification number

25-1008096

Cherk applicable cox(es)
Check if 8 sub-consoligaled

)

6)

|1120 group (7}

1120 eliminations

Consolidated group  {2) LMJ Parent corp (3} Consolidated eliminations

)| % | subsisiary corp (51]_|

Mixed 1120/L/PC group

Narmg of subsidiary (if consokvaled relurn)

Employer identification number

MReconciiiation of Net Income {Loss) per Income Statement of includible Corporations With
Taxable Income per Return « Expense/Deduction ltems (see instructions)

“von wow

e © . O

-
iy

12
13
14
15
16
17
18
19

29
21
22
23

24

2%
26
27

28
29
30
31
3z
33
34

3

=

36

Expense/Deduction Items

(.5, curent income tax expense

U.§. deferred ncome lax expense . . .
State and 10¢at CUltenl NCOME Lax xpense ,
Sste_and ocat deferred income 1ax cxpense
Forgign cufrent incame tx expense {olher
wan (oregn withhasding loxes) . . . .
Foreign defarred income fax expense |,
Foreign wilhiolding 1axes » « - - . «
interest expense {attach Foms 8816-A)
Stook Oplion GXEONSE . . 4 4 < o < .

Other equily-based compensalion . - . .

Meals and enleftainment

Fines and penallies o « « v -+ v o+
Juggoents, damapes, dvwicds, and mlar cotls

Parachuie paymenis
Compensalion with seclion 162{m) limitation
Pension and prefit-shaning . ., . . .
Omer post-relirement benefds . ., .
Doferred compensauion . . . . . . . .
Charaable conlabulion of cash and tangibie
propeny

Charitabie contribuida of intangibie prapery

Charitabie comribulion imitationdeatrylorward -
Demestic produclion achwthies deduclion
Cureenl year acquisition of feerganication
wvpsimant banking €€5 . + + + « -« s
Current year 20quisiion of recranication

legsl and accounting fees

(a)
Expense per
nceme Statement

{b)
Temporary
Difference

fci
Permangnt
Difference

{d)
Deduction per
Tax Return

-6,323,463,

6,323,463,

48,199,276

-48,789,57¢.

8,389,151,

8,389,151,

1,338,302,

~1,338,302,

52,880,478,

1,048,532,

~1,063,727.

52,867,284,

21,376,

~10,666.

10,7190,

241,378,

-120,.689.

120,689,

-5,4892.

5,489,

384,674,

384,674,

12,215,518,

-4,291,584,

7,923,935,

4,470,380,

-1, 522,400,

1.258,207.

4,206,187,

180,040,

180,040,

Curreni year acquisilionicorgani oihet gests o
Amortizationfimpairment of goodwill .,
Amorticanon of acquisition, reorganization,
ANYSIBAUP COSEE + <+ - . o e e s
Other amorlzanon or impairment wate-offs.,
Section 198 envircnmenial remedialion costs
Qaplelion |, . . . . . . . 0. e - -
Dopredialion . . - . v s w e e e
saggeblexpense , L, L . . . . -
Corporate owned L insurance premioms .
Purchase versus lease (for purchasers andlor
fessees), . . - . . v 4 ek 0 a
(ther expensefdeducton ilems with
gifferencos {aoch seheadiep-t 11

Totai expenseldeduction items. Combine
inos t through 35. Enter heie and o0 Part U, Ing
27, reporing posilive amounty a§ negalwe and
Acoalive 3 ragunts 3% pogilive

1,914,832,

2,940,073,

4,854,211 .

53,530,854,

42,189,916,

95,720,870,

3,988,815,

1,764,722,

5,753,837,

42,357,875,

273,828,583,

~129,424.

316,457,034,

314,608,880,

-42,524,257.,

496,869,022,

JSA

8C2732 2.000

coo0rE 1MC4

224,784,399,

09/10/2009 20:44:11 V08-7.6

25-1008096

Schedule M-3 (Form 1120) 2008
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corm 4O 20 Alter..ative Minimum Tax - Corporat.uns OMB No. 1§45-0175

‘> See separate instructions.
Repariment of the Treasury

2008

Internal Revenue Service » Attach to the corporation's tax return.
Name ' ’ Employer identification number
Pennsylvania-American Water Company 25-1008096
Alternative Minimum Tax Compuftation
Note: See the instructions to find outl if the corporation is a small corporation exempt from the
alternative minimum tax (AMT) under section 55(e).
1 Taxable income or (loss) before net operating loss deduction ., . . . e 1 =~187165945,
2  Adjustments and preferences: .
a Depreciation of post-1986 DIOPEITY | . . e e 2a {1 16,916,279,
b Amortization of certified polivtion control facifities . L 2b
¢ Amortization of mining exploration and developmentcosts . . L L. 2c
d Amortization of circulation expenditures {personal holding companiesonly) . . .. . ..., 2d
e Adjustedgainorless, = ... ... e e e 2e 321,577,
f Long-term contracts = ., ., ..., e e 2f
g Merchant marine capital construction funds | L L 2q
h Section 833(b) deduction {Biue Cross, Biue Shield, and similar type orgawattons onlyy ., 2h
i Tax shefter farm activities (personal service corporations onl) . . L ... 2i
i Passive activities {closely held corporations and persenal service corporationsonly) | ., ., , ., ., 2]
K LOSS BMItAtoNS | | | L e 2k
I TNl 24
m Tax-exempt interest income from specified private activity bonds | | | | | R 2m
n Intangible driing costs . e 2n
o Other adjustments and preferences | ... ... .. See Statement, 12..l20| 7,697,338,
3 Pre-adjustment alternative minimum taxable income {AMT), Combine lines 1 through 20 . . | | | 3 [ ~172230751.,
4 Adjusted current earnings (ACE) adjustment:
a ACE from line 10 of the ACE worksheet in the instructions . ., , . . . .. 4a | ~175123310,
b Subtractline 3 from line 4a. If line 3 exceeds line 48, enter the difference as a
negative amount {sea Instruclions), . L L e e 4b | 2,892 559,
¢ Multiply line 4b by 75% (.75). Enter the result as a posilive amount | 4¢ 2,168,419,

d Enter the excess, if any, of the corporation’s tofal increases in AMTI from prior
year ACE adjustments over its tofal reduclions in AMTI from prior year ACE
adjustments {see instructions). Note: You must enter an amount on line 44d
evenifline dabispositive) ., | .. . ... .. 4d

e ACE adjustment.

~172230751.

e If line 4b is zero or more, enter the amount from fine 4¢ .. lL4e
* [f line 4b is less than zero, enter the smaller of ling 4c¢ ot line 4d as a negative amount }
§ Combine lines 3 and 4e. If zero or fess, stop here: the corporation does not owe any AMT, . §
6 Alternative tax net ocperating loss deduction (see instructions} . . . . . . . . ... . . o .. 6
7 Alternative minimum taxable income. Subtract line 6 from line 6. If the corporation held a residual
interest in a REMIC, see instruclions, |, . . . . . . o e e e e e e 7

~172230751.

8 Exemption phase-out (if line 7 is $310,000 or more, skip lines 8a and 8b and enter -0- on line 8c):
a Subtract $150,000 from line 7 (if compieting this iine for a member of a

controlled group, see instructions), ¥ zero or less, enter -0- | | . ... 1Ba NONE!
b Multiplyline 8aby 258% (28). . . . . . ... .. ..., L8 NONE
¢ Exemption. Subfract line 8b from $40,000 (if completing this line for a member of a controlied group,
see instructions). If zero orless, enter -0- L e e e e e 8¢ NONE
9 Subtract line 8¢ from line 7. [fzero orless, enter-C- | L 9 NONE
10 if the corporation had qualified timber gain, complete Part |l and enter the amount from ling 24 here.
Otherwise, mulliply ine 8 by 20% (20) . . . e e, 10 NONE
14 Alternative minimum tax foreign tax credt (AMTFTC) (seeinstructions) . . . . . . . . . . .. .. ..., 11
12  Tentative minimuwm tax. Subiract line 11 from dine 10 | . . . . . 0 0 0 e e e e e e e e e e 12 NONE
13 Reguiar tax liability before applying all credils except the foreigntaxceredit ., , , . . . ... ... ... 13
14 Alternative minimum tax. Subtract ineg 13 from line 12. if zero or less, enter -0-. Enter here and on
Form 1120, Schedule J, line 3, or the appropriate line of the corporation's income taxreturm , , . . . . 14

For Paperwork Reduction Act Notice, see the instructions,

JEA
8X2400 2.000

0000P8 1MC4 09/10/2009 10:44:11 V08-7.6 25-10080%6

Form 4626 (2008)
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25-1008096

Pennsylvania-American 2y Company

Form 4626 {2008) . Page 2
Alternative Tax for Corporations with Qualified Timber Gain. Complete Part I only if the corporation had
qualified timber gain under section 1201(b}). See instructions

15  Enter qualified timber gain from Schedule D (Form 1120), line 15, as refigured for the AMT, if

necassary. If you are filing Form 1120-RIC, see instructions for the amount to enter. . . . .. .. 15

16  Enter the amount from ScheduleD (Form 1120), line 13, as refigured for the AMT, if necessary . . . | 16 19,209,

17 Enterthe amountfrom Partl iine®, . . . . ... v o o v s s e e 17

18 Enter the smallest of the amount on ling 15, line 16, ordine 17. . . . . . .. . . v oo v e o 18

19 Multiply ling 18 by 18% {L15) . . . . v v v v s e N 19

20 Subtract ine 18 from line 17 . . . ... . .. e e e e e 20

24 Multiply iing 20 by 20% (20) . . . o . oL e e 21

22 Enterthetotalofline 19and line 21 |, |, . 0 o 0 . 0o 22

23 Multiply line 17 by 20% (20} . . . . . L. e e e e e 23

24  Enter the smallerof ing 22 orline 23 hereandonpart b bne 10, .+ « . o v o v v o o 2o o0 - o n 24

JSA
§X2406 2.000

0000P8 1MC4 0$/10/2009 10:44:11 v08-7.6 - 25-1008096

Form 4626 (2008)



rennsvlvania-American 2r_ Company

£o~1008096

Adjusted Current Earnings (ACE) Worksheet
» See ACE Worksheet Instructions (which begin on page 8).

1 Pre-adjustment AMTL. Enter the amount from ting 3 of Form 4626 1 |.mi7223075].,
2 ACE depreciation adjustment:
a AMT depreciation | | A o 24 140,872,914,
b ACE depreciation:
{1) Post-1893 property , . . . .. .. .. .. ... eb142,980,428.
{2) Post-1989, pre-i@@d property , | . . . . .. .. .. 28{2)
{3} Pre-1980 MACRSproperty ., ., . v v v v v v 2b{3}
(4) Pre-1890 original ACRS property |, , | , . ... i2bi4) .
{8) Property described in sections 1881 (1) through
) e e e 2k{3}
(6 Otherproperty . . . . . . . . . . ... 2b{6) 328,734,
(7} Total AGE depreciation. Add lines 2b(1) through Zbi8) . . . . . . . .. . ... .. en(7)143,310,162.
¢ ACE depreciation adjustment, Subtract line 2b{7) fromline2a , . . . . . .. ... ... o 2¢ | ~2,437,248,
3 Inclusion in ACE of items included in earnings and profits (E&P):
a Tax-exemplinterestinCOME | | . . . . . . e e e e e e e 3a
b Death benefits from life insuwrance contracts ., , . . . .. .. e e e e e 3b
¢ All other distributions from life insurance conlracts (including surrendersy ., ., . . 3c
d Inside buildup of undistvibuied income in lifeinsurance contracts |, , , . . . .. . .. .. 3d
e Other items (see Regulations sections 1,56(9)-1(c){B) (i) through (ix) for a partial
Bty L e . e e e de
f Total increase to ACE from inclusion in ACE of items mcluded in E&P Add lines 3athrough3e , , , . ... ... PR 1 {
4 Disallowance of items nof dedugtible from £&P:
a Certgin dividends received | . _ . L L L L. e s e e . e e e e e e 4a
b Dividends paid on certain preferred stock of public utitities that are deducuble
under section 247, | L L L L L L L L e e e e e e e e e 4b
¢ Dividends paid ¢ an ESOP (hatl are deductible under section 404¢ky . , . ., . ... , Ldc
¢ MNonpatronage dividends that are paid and deductibie under section 1382(cy . . . . . . . 4d
¢ Other items {see Regulations sections 1.56(g)-1(d)(3){i) and (i) for a partial tist) , . . , . . e
f Total increase to ACE because of disallowance of ilems not deductible from E&P. Add lines 4a through4e |, . . | . | . 4f
5  Other adjustments based on rules for tiguring E&P:
a Intangible drilling Cos1S | L L L L L L L L L e e e e e e e e e 5a
b Circulation expenditures ., . ., . . .. ... . .. e e e e e e e 5b
¢ Organizational expenditures . . . . . . . v o0 0o e Ve e e e .55
d LiIFOinvenloryedjustments . . . . . . . . L L L0 Ve e e e 5d
e finstalimentsales , ., ., ., .. ... N A e e e e e e S5¢
f Total other E&P adjusiments. Combinelines Sathrough 8e . ., . . . . L . . . L . . i i it e e sf
6 Disallowance of loss enexchange of debIPOOIS . . L L, . L . i i e e e e e e e e 8
7 Acquisition expenses of life insurance companies for qualified foreign contracts , . ., . , . e e e e e e z
$ Depletion .. .... e e e e e e e e e e e e e e e e e e e e e e 8 y
9 Basis adjustments in determining ggin of loss from sale or exchange of pre-1994 property . . . . v v v v v b 0w 9 -455,311.,
10 Adjusted current earnings. Combine lines 1, 2¢, 31, 41, and 5f through 8. Enter the result here and on line
L I 10 | -175123310.
ISA
BX2410 2.000
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SCHEDULE D Capital Gains and Losses

(Form 1120)

Pepariment of the Troasury
internal Revenue Senace

1120-POL., 1120-REIT, 1120-RIC, 1120-8F, or certain Forms 390-T.
- See separate instructions.

» Attach to Form 1120, $120-C, 1120-F, 1120-F§C, 1120-4, 1120-C-DISC, 1120, 1126-ND, 1120-PC,

OMB No. 1545-0123

2008

Name

Pennsvivania—-American Water Company

Short-Term Capital Gains and Losses - Assets Held One Year or Less

Employer identification number

25-100809¢%

{e) Cosl or other

(a) Description of properiy {b) Dale acquired (c) Dale s01d (d) sams ptice bass (s0é {f) Gain or (loss)
(Example” 100 shares ol Z Co.) e, day, yr) mo., ¢ay, ) {5 Insinuclions) instructions) {Sublrzcl (¢) from (4))
1 See Statement 13 7.679,
2 Short-term capital gain from installment sales from Form 6252, line 260r 37 , , . . | e e 2
3 Shost-term gain or {loss) from like-kind exchanges from Ferm 8824, . . . . .. . ... .. 3
4 Unused capital loss carryover (attach compuiation). . . . . . . . oo oo e o 4 1{ )
5 Net short-term capital gain or (loss). Combinelines Tthrough4 . . . . . . ... oo o ov v § 7,679,
Long-Term Capital Gains and Losses - Assets Held More Than QOne Year
6§ See Statement 13 19,209,
7 Entergainfrom Form 4797, ine 7 0fQ . L L . o L0 e e e A I | NONE
g8 Long-lerm capital gain from installment sales from Form 6252, ling 26 or 37, e e e e e . 8
9 Long-term gain or {logs) from Hike-kind exchanges from Form 8824 ., ... ... ..... .. g
10 Capital gain distributions {see instructions} . , ... . ., ... . ... o0 e e 10
11 Net long-teim capital gain or (loss). Combine lines 6through 10 e e e e e 11 19,209,
Summary of Partsland Il
12 Enter excess of net short-term capital gain (line 5) over net long-term capital loss (line 1), ., ... 12 7,679,
13 Net capital gain. Enter excess of net long-term capital gain (line 11) over net short-term capitat 1088
=<7 13 19,209,
14 Add lines 12 and 13, Enter here and on Form 1120, page 1, line 8, or the proper line on cther
returns. if the corporation has guglified {imber gain, also complete Part V., .. L., 14 26,888,

Note. Iflosses exceed gains, see Capital losses in the instructions.

YYI T Alternative Tax for Corporations with Qualified Timber Gains. Complete FPart |V only if the corporation has

qualified timber gain under section 1201(b). Skip this part if you are filing Form 1120-RIC. See instructions.

15
16

17

18
19
20

21
22
23
24
25

26

Enter gquaiified imber gain {(as defined in section 1201{b)}2) Bw....1L15
Enter taxable income from Form 1120, page 1, ling 30, or the
applicable ling of your taxveturn ., L. ..., 18
Enter the smaliest of. {@) the amount on line 15! {b) the amount on
line 16; or {cythe amountonPartliLline 13 | . . . ... .. ... 17
MUlliply In@ 17 By 15% . L . . . ot e e e e e ey 18
Subtract line 13 from ling 16, If zerc or less, enter-0- . . . . ., .. | 18 |
Enter the tax on line 19, figured using the Tax Rate Schedule (or applicable lax rate) approprlaie for
the return with which Schedule D (Form 1120)isbeing filed . . . . . .. . o o0 v v oo o o 20
Acd lines 17and 18 | | L e e 21
Subtract line 21 from line 16, If zero or less, enter~0- . ., .. 22
Mulliply ine 22 BY 35% . . . . . oo e e e e e e e e e e 23
Add lines 18, 20, and 23 | . . L L. e e e i e e e e s s 24
Enter the tax on ling 18, figured using the Tax Rale Schedule {or applicable tax rate) appropriate for
the refurn with which Schedule D (Form 412C)isbeing filed . ., .. ... .o v o v oo 25
Enter the smaller of line 24 or line 25. Also enter this amount on Form 1120, Scheduie J, fne 2, or

26

the applicabig ine of yourtax return, o . o v 0 L o v e e s e s a e

For Paperwork Reduction Act Notice, see the Instructions for Form 1120,

J54
8C1200 2.000
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Schedule D (Form 1120} (2008)
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.. 3800 General Business Credit

Department of the Treasury
internal Revenve Service {99}

B See separate instructions.
» Attach to your tax return.

OMB No. 1545-0895

008

Attachment
Sequence No. 22

Name(s) shown on retum
pennsvylvania-American Water Company

ldentifying number
25-1008096

Current Year Credit

Impertant: You may not be required to oomplete and file a separate credit form (shown in parentheses below) {o claim the
credit. For details, see the instructions.

1a Investment credit (Form 3468, Part il onty) (atta'ch Form 3468), ., . ... ...... L 1a
b Welfare-to-work credit (Form 8861) . . . . . . . e e e e e 1b
¢ Credit for increasing research activities (Form 6785) . . | . . . .. .. ... . . 1¢ 25,567,
d Low-income housing credit {Form 8586, Part | only) (enter EIN if claiming this credit from a
pass-through entity: ) R 1d
¢ Disabled access credit (Form 8828) (do not enter more than $5000) |, |, , . .., .. ... ... e
f Renewsble eiectricity production credit {Form 8835, Partionly) , | , , | e e e 1f
g indian employment credit (Form 8845). .. .. ... ... e g
h Orphandrug eredit (Form 8820) , ., . .. .. ...... . . .... P 1h
i New markets credit (Form 8874) (enter EIN if cialmsng this credit from a pass—through entity:
1i
j Credit for smail employer pens)ion pian startup costs (Form 8881} (do not enter more than $500) 1i
k Credit for employer-provided child care facilities and services (Form 8882) (enter EIN if ¢laiming
this gredit from a pass-through entity: I 1K
| Biodiesel and renewable diesel fuels credit (altachForm 8884) , . . . . . .. ... ... ..... 11
m Low suifur diesel fuel production credit (Form 8898) . . L . . . . .. . e 1m
n Distitled spirits Credit (Form 8908) | . . . . . . 0 e e e e e e in
o Nonconventiona! source fuel credit {Form 8907) |, . . . . . . .. . . . .. .. e e io
p Energy efficient home credit (Form 8308) . . . . . . . ... . .. o ip
q Energy efficient appliance credit (Form 8808) , . ., ., . . .., ... e ig
r Alternative motor vehicle credit (Form 8910) {(enter EIN if clanmmg this ¢redit from a pass-through
entity: Y e e e e e e e e e e e e ir
s Alternative fuel vehicle refueling property credit (Form 8811), . . . . . . . . . . ..« . . 1s
t Credits for affected Midwestern disaster area employers (Form B884-A) , |, , . . .., . ... .. 1t
u Mine rescue team training credit (Form 8823} Lo . 1u
v Agricultural chemicals security credit (Form 8¢31) . L. . L, 1v
w Credit for employer differential wage payments (Form 8832) ., . ., , .., ... .. o, 1w
x Carbon gioxide sequestration credit (Form 8833) _ . . . . . L L e e 1%
y Credit for contributions to selected community development corporations (Form 8847y 1y
2 General credits from an electing large partnership (Schedule K-1 (Form 1085-8Y) . . . . . .. . . 1z
2 Addiines tathroughtz oL e 2 25.567.
3 Passive activity credits included on ling 2 {see instructions) , , . . . ., ... ... . .. .. ... 3
4 Subtractline 3FOM NG 2 . L e e 4 25,567,
5 Passive activity credits allowed for 2008 (see instructions) . . . ., . .., ... . .. ... 5
6 Carryforward of general business credit to 2008, See instructions for the schedule to attach_. . * | 6 8,414,
* See Statement 14
7 Carryback of general business credit from 2008 (see instructions) , . ... ... .. .. .. 7
8  Current year credit, Add lines 4through 7, . . . . . - v . 000 b v e e e 8 33,981,

For Paperwork Reduction Act Notice, see separate instructions.

JEA
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Form 3800 {2008}

fage

Partif Allowable Credit

9

10

11

12a

13

4

15

16

17

18a

19a

Regular tax before credits:
+ Individuals. Eniter the amount from Form 1040, line 44 or Form 1C40NR, line 41 . . . _ |
« Corporations. Enter the amount from Form 1120, Schedule J, ling 2, or the

applicable line of your refuri | L L. L L L L e e .
o Estates and trusts. Enter the sum of the amounts from Form 1041, Schedule G,

lines 1a and 1b, or the amount from the applicable kne of yourreturn . . . . . . ... ~

Alternative minimum tax: . )
e Individuals. Enter the amount from Form 6251, %ine 36 . . . .. . . . . . .. .. ..
» Corporations. Enter the amount from Form 4828 fine 14 . . . . . . ... ... .. > «-«. .-
e Estates and trusts. Enter the amount from Schedule I (Form 1041), line 56 . . . . .

A IiNEs 8 and 10, L L L . . e e e e e e e e e e e e e

10

41

Foreigniaxcradit, | | o . . . . . e e e e 12a
Personal credits from Form 1040, lines 48 through 54 (or Form

1040NR, lines 45 through 48), ., . L . . . o i i e e e e e e e 12b v
Credit from Form 8834 12¢

Non-business alternative fuel vehicle refueling property credit

(Form 82171, 1ne 19) . . ., o v e e e e 12e
Addlines 1Zathrough 128 . . L . L L L i e e e e e e e i e e

Net ingome tax. Subtract line 12f from #ine 11, If zero, skip lines 14 through 17 and enter -0- on line 18a

Net regular tax. Subtract fine 12f from line 9. If zero or less, enter -0~ , , , , | 14.

12f

13

Enter 25% {.28) of the excess, if any, of line 14 over $25,000 (see
18

instructions)

.....................................

Tentative minimum {ax:
o Individuals. Enter the amount from Form 8251, line 34 . . . . . ...

« Corporations. Enter the amount from Form 4626, line 12 | 16
o Estates and trusts. Enter the amount from Schedule |
{Form 1041), tine 84 | . ..., ., . S

Enter the greater of ne 15 or N 16 . | 0 0 0 e e e e e e e e e e
Subtract line 17 from jine 13. If zero orless, enter O« . . . . . . . i i s i s e e e s e e
For a corporation electing to accelerate the research credit, enter fhe bonus depreciation amount
attributable to the research credit. (see INSIrUCHONS) . | . . . . . . . . i e e e
Add lines 18a and 18D, | L L, L L e e e e e e e

Enter the smaller 0f i@ 8 orfiNe 185, . . . . . o v v v e e e e R
Individuals, estates, and trusts: See the instructions for line 19a if claiming the research credit.
C corporations: See the line 1%a instructions if there has been an ownership change, acquisition,
or reorganization. :

Enter the smaller of Hine 8 or line 18a. If you made an entry on line 18b, go to line 19¢c; otherwise,
SKID NG 109G | e e e
Subtract line 19b from line 19a. This is the refundable amount for a corporation electing o
accelerste the research credit. Include this amount on line 32g of Form 1120 {or the applicable

17

18a

18b

18¢

19a

18h

fingofyourretumn) . . . L L L N T R

18¢

J8A

B8X1E01 2.000
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Form 3800 {2008)

Page 3

Allowable Credit {Continued)

Note, If you are not filing Form 8844, skip lings 20 through 24 and enter -0- on line 25,

20 MURIDIY DB 1B DY 75% .+ o o v v v o s e e e e e e 20
21 Enterthe greater of fine 15 07 NG 20 .+ « + v v v oo v o e e 21
22 Subtract Fne 21 from fine 13, if zero oriess.enter-0- .+ . . . v oo oo e e 22
23 Subtract ine 19b from ling 22. fzero orless, enter-0- . . . v v v o v v v e v e s . 23
24  Enter the amount from Form 8844, line 10 0r'line 12 - - . v o v v v i v oo e e e R
25 Empowerment zone ang renewal community employment credif aiowed. Enter the smaller of
HNG 23 OF B 24 + + o o o et e e e e e e e e e e e 25
26 Subiract line 15 from line 13. 1 2670 o7 1eSS, @nfEr-0x .« « « v vt i e e 26
27 Addlines 19band 26 . .ot oL e e 27
28 Subtract line 27 from line 26. 1f 2670 Or €83, 8NMET -0« + « « v v v i e e e e 28
2ga Enter the investment credit from Fom 3468, Part ll1, line 18 (altach Form 3468) 1292
b Enter the work opportunity credit from Form 5884, line 10 orline 12 . . « . . 28b
¢ Enter the aicohol and celluiosic biofuel fueis credit from Form G478, )
ling 15 0rline 17 « v v v o o v . e e s 2%¢
¢ Enter the low-income housing credit from Form 8588, Part Il, line 18 or
B 20 v e e e e e e e e e e e e e 29d
e Enter the renewable electricity, refined coal, and Indian coal
production credit from Form 8838, Part L line 36 orline 38. . . . . . .. ... 128e
f Enter the credit for employer social security and Medicare taxes
paid on certain employee tips from Form 8846, e 12 . . . . . .. . .. . .. 29f
g Enter the qualified railroad track maintenance credit from Form 8900, fne 12 . 299
30 Add lines 298 through 29g. - - . - -« . .« .. e e e 30
31 Enterthesmaller of in@ 28 07 NG 30. v v v v v v v e r e e o e e e e e 31
32  Credit ailowed for the current year, Add lines 27 and 31, . . . . . . . e e e e e
Report the amount from line 32 (if smaller than the sum of lines 8. 24, and 30, see instructions)
as indicated below or on the applicable fine of your returny,
® Indiviguals. Form 1040, line 54 or Form 1040NR, lined8® | . .. ... ... ...
e Corporations. Form 1120, Schedule J,line 8¢, , . . .. .. .. o | 32
» Estates and trusts. Form 1041, Schedule G, ing2¢ | . . . . . o e v 4 4 a e s I

J8A

8X1802 3.00C
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'

Jepreciation and Amortization
{including Information on Listed Property)

rom 4562

Departmont of the Troasury

1 Rov ; ) )
Intemal Rovenus Senvice o4, P See separate instructions. » Attach to your tax return.

OMB No. 15480772

2008

Attachment
Seguence No. B

Name{s} shown on relum

Pennsylvania-American Water Company

Identifying number
25~1008096

Business or activity to which this form relaies

General Depreciation and Amortization

Election To Expense Certain Property Under Section 178
Note: If you have any listed property, complete Part V before you comp @te Part |

1 Maximum amount. See the instructions for a higher limit for certain businesses . ... .. .. 1
2 Total cost of section 179 property placed in senvice (see instructions) . ., . . . .. ... .. T, 2
3 Threshold cost of section 179 properly before reduction in imitation (see instructions) | . . . . . ., . .. .. 3
4 Reduction in iimitation. Subtract line 3 from line 2. If zero or less, enter -0- e e, 4
5 Dollar henilation for tax yeat. Sublract line 4 from ling 1. If 7.es0 or less, enter «0-. If mamied {iting
separgtaly, $ee instrucleny o« v o« 2 4 v s e v v 4 4 0 s v e PR P L L R T S PR TS T T T T T LA T S T S 5
(a} Description of property {£} Cost {business use only} {c} Eleclad cost
6
7 Listed property. Enter the amount fromline 28 L, L., 7
& Total elected cost of section 172 properly. Add amounts in column (¢), fines 6and? ... .. g
g Tentative gecuction. Enter the smaller of line $ orline8 =, . ., J Y g
10 Carryover of disatiowed deduction from ling 13 of your 2007 Form 4582 | . . .. ... . .. ..., 10
11 Business income limitation. Enter the smaller of business income {not less than zero) or line 5 (see instructions) | 11
12 Section 179 expense deduction. Add lines 9 and 10, but do not enter more thenline 11, , . . . . . . .., 12
13 Carryover of disailowed deduction to 2009. Add lines 8 and 10, less line 12 . . . . . »> [ 13 1 o
Note: Do not use Part i or Part il below for listed property. Instead, use Part V.
YN Special Depreciation Allowance and Other Depreciation (Do not include listed property.} (See instructions,)
14 Special depreciation aliowance for qualified property (other than listed property) placed in senvice
during the tax year {seg instructions) . . . . .. ... ... .... Ca e e e 14 24,558,893,
15 Property subject to section 168(NH(1) election |, _ . _ . | e e e 15
16 Other depreciation (noiuding ACRS) | ., . . . . . i i i e e e e e e e e s \ 16 1,345,643,
ZENYT] MACRS Depreciation (Do not include fisted property.) (See instruchons)
Section A
17 MACRS deductions for assets placed in service in tax years beginning before 2008 . ., , . . . ... ... ... 17 ] 67,833,047,
18 ¥f you are elecling to group any assels placed in service during the lax year inte one or more
general asset acCoUMs, CRECKNEIe | | L .\ . o & L . e s e e e b v v e e s e w a4 v s s »

Section B - Assets Placed in Service Ruring 2008 Tax Year Using the General Depreciation System

o {b} Month aqd {c) Basns f_O{ depreciation {d) Recovery ] o ]
{a) Classification of properly year ptaced in (businessfinvestment use . {e) Convention | (f} Method | (g) Depreciation deduction
service | only - see instructions) period
19a 3-year properly 8,099,000, 3.000 Hy S/L 176,884,
b §-year properly 1,844,342 5,000 HY 200 DB 368,828,
¢ 7-year property 602,667, 7.000C HY 200 DB 86,096,
d 10-year properly
e 15-year property
f 20-year proparty
g 25-year propeny 55,483,954, 25ys. HY SiL 3,141,271,
h Residential rental 27.5yrs. MM S I
property 27.5 yrs. MM S
i Nonresidential real 5,509,096, 39yrs MM S/ 110,208,
property WM S
Section C - Assets Placed in Service During 2008 Tax Year Using the Alternative Depreciation System
20a Class life Sit
b 12-year 12 yrs. S/L
¢ 40-year 40 yrs. MM S/L
M Summary (See instructions )
21 Listed property. Enter amount from iine 28 L e L2
22 Total. Add amounts from line 12, lines 14 through 17, fines 18 and 20 in column (g). ang fine 21.
Enter here and on the appropriate lines of your return. Parinerships and & corporations - see instr. .+ . . & 22 9%,720,870.

23 For assets shown above and placed in service during the current year,

enter the portion of the basis al¥ributable 1o section263A¢osts . , . . . . . . . .. .. 23
Jsa For Paperwork Reduction Act Notice, see separate instruct S
pRaRies 0009 P ctions. _ Form 4562 (2008)
0OQOR8 1MC4  08/10/2009 10:44:11 VOB~7.85 25-10080%¢ 19



Pennsylvania-Bmerican Water vany’
Form 4562 {2008)

25-1008096
Page 2

Listed Property (nclude automobiles, certain other vehicles, cellular telephones, certain computers, and

property used for entertainment, recreation, or amusement.)

Note: For any vehicle for which you are using the standard mileage rate ¢r dedugling lease expense, complete only

24a, 24b, columns (a} through (c) of Secticn A, all of Section B, and Section C if applicable.

Section A - Depreciation and Qther Information (Caution: See the instructions for firits for passenger automobiles. )

24a (30 you have evidence 1o supporl the business/investment use claimed?l 1 Yes 1 | No I 24b 1 "Yes." is the evidence wrilten? i ; Yes I ] No
&) (@) f
Type of p(fgpeny fist Date [()gced n 125&?:‘?1%% Cost (gr)‘omer ?;’;:::{:’;35&’0‘;;?‘3’: Reéc?very Me‘\%)oq.' Deprggie_nion segllie;r:esw
vehicies first) sSernvice perg:;tage . pasis st niy) period Convention deduction cost
25 Special depreciation aliowance for qualified listed property placed in service during the tax
year and used more than 50% in a qualified business use (seeinstructions) . . . . . . . e e e e 25
26 Property used more than 50% in a qualified business use:
%o,
%)
Yo
27 Property used 50% or less in a qualified business use:
%) S/ -
%, SIL -
%, S, -
28 Add amounts in column (R}, lines 25 through 27, Enter here andonline 21, paget . . . ... . ... .. I 28
29  Add amounts in column (i), line 26. Enter here and onin@ 7. 0888 T . . . . . .« © v vt u v e wa o n e e s s s e e e s 29

Section B - information on Use of Vehicles
Complele this section for vehicles used by a sole proprigtor, partner, or other "more than £% owner,” or related person.

if you provided vehicles {0 your employees, first answer the questions in Section C 1o see If you meet an exception to completing this section for those vehicles,

(a) (b} {c} {d) (e)

h

30 Total business/invesiment = miles driven . Vehice 1 Vehicle 2 Vehicle 3 Vehicle 4 Vehicle 5 Vehicle 6

during the year (do not inciude commuting
POEESY L e

31 Tetal commuting miles driven during the year | | | |

32 Total other personal  (noncommuting}
milgsdriven | L e e

33 Total miles driven during the year, Add
tines 30 through 32 . . L L L L L L,

34 Was the vehicle availeble for

personal Yes No Yes No Yes No Yes No Yes No Yes No

yse during off-duty hours? | e e

35 Was the wvehicle used nprimarily by a
more than 5% owner or related person? _ .,

36 is anolher vehicle available for personal
USET o W b e e e a s e w e e e e e a e aaas

Section C - Questions for Employers Who Provide Vehicles for Use by Their Employees

Answer these questions to determine if you meet an exception to completing Seclion B for vehicles used by employees who are

not more than 5% owners or related persons (see instructions).

37 Do you maintain a written policy statement that prohibits all personal use of vehicles. including commuting, Yes No
by your employees? L L L L e e e e e e
38 Do you maintain & wrillen policy statement that prohibits personal use of vehicles, excepl commuting, by your employees?
See the instructions for vehicles used by casporate officers, directors, or 1% ormore owners . . .., T,
39 Do vyou treat all use of vehicles by employees as persenaluse? o e
40 Do you provide more than five vehicles to your employees, obtain information from vyour employees about
the use of lhe vehicies, and retain the information recelved?
41 Do you meel the requirements concerning gualified automobife demonstration use? (éee i;)s'trt'ictions.}: .
Note: /f your answer to 37, 38, 39, 40, or 41 is "Yes," do not complete Section B for the covered vehicies. ’
Amortization
b ¢ te)
s o owe i | anartan S || e
percentage
42  Amortization of costs that begins during youwr 2008 lax year {see insiructions):
43 Amortization of costs that began before your 2008 taxyear 43 4,854,911,
44 Total. Add amounts in column {f). See the instructions forwr.le‘revto'réport' L ', . R ', .. | a4 4.85%4,9811.

JSA
8X2310 3.000
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Sales of Business Property

o 4T97

Departrent of the Treasury
wiemal Revenue Service

Under Sections 179 and 280F{b)(2))

{94) > Aftach to your tax return,

(Also Involuntary Conversions and Recapture Amounts

> See separate instructions.

CMB No. 164§-0184

2008

Altachment
Sequence No, 27

Name(s) shown on retumn

Pennsvivania-Bmerican Waler Company

25~

Icentifying number

1008095

1 Enter the gross preceeds from sales or exchanges reported to you for 2008 on Formd(s) 1099-8 or 1099-S {(or substitute

stalement) that you are including on ling 2, 10, or 20 {see instructions)

..... 1

Sales or Exchanges of Property Used in a Trade or Business and involuntary Conversions From Other
Than Casuaity or Theft - Most Propérty Held More Than 1 Year {seg instructions)

(e) Bepreciation () Cost or other .
2 {(a) Description {b) Dale acquired {  {¢) Date sold (d) Gross allowed or basis, plus Sf?gi?aacltn{‘f})rrr((l)?jiie
of property (mo., day, yr.) {mo., day, y.} sales price aflowable since improvements ang sum of {d) and (¢}
acquisilion expense of sale
Stmt_ 16 NONE

3 Gain. if any, from Form 4684, line 45 0 3

4 Section 1231 gain from instaliment saigs from Form 6252 line260r 3?2 . N, 4

6 Section 1231 gain or (losg) from like-kind exchanges from Form 8824 5

6 Gain, if any, from line 32, from other than casualtyorthefl .~~~ T §

7 Combine lines 2 through 6. Enter (he gain or (loss) here and on the appropriate line as follows: | . L NONE

Parinerships {except electing large partnerships) and $ cerporations. Report the gain or (loss) followmg the
instructions for Form 1068, Schedule K line 10, or Form 11208, Schedule K, line 9, Skiptines 8, 9, 11, and 12 below.
Individuals, partners, § corporation shareholders, and all others. If line 7 is zere or a loss, enter the amount
from ling 7 on line 11 below and skip lines 8 and 9. If line 7 is a gain and you did not have any prior year section
1231 losses, or they were recaptured in an earlier year, enter the gain from ling 7 as a long-term capital gain
on the Bchedule D filed with your return and skiplines 8, 9, 11, and 12 below.
8 Nonrgcaptured net section 1231 losses from prior years (see instructions} R 8
9  Subtracl ing 8 from line 7. if zerc or less, enter 0. if line § is zero, enter the gain from kine 7 on line 12 below, If line
9 is more than zero, enter the amount from ling 8 on line 12 below and enter the gain from line § as a long-term
capital gain on the Schedule D filed with your return (seeinstructionsy | ., . . L ..., 9
[P Ordinary Gains and Losses (see instructions)
19 Qrdinary gains and losses not included on tHines 11 through 16 (include property hetd 1 year or iess)

Stmt 17 NONE
11 Loss, Fany HOMINE 7 | L e e e e e 11 )¢ )
12 Gain, if any, from line 7 or amount from fine 8, if app! |cable ___________________________ 12
18 Gain, Hany fromline 3T e e e 13
14 Nel gain or {loss) from Form 4684, lines 37 end 44da, e e 14
15 Ordinary gain from instaliment sales from Form 8262, 6ine 260r36 . . . . . . . 15
16 Ordinary gain of (loss) from like-kind exchanges from Form 8824 . . ., e e e e e 16
17 Combine lines 10 through 16 o i7 NONE,
18 For ali except individual returns, enter the amount from line 17 on the appropriate line of your return and skip

tines a and b below, For individual returns, complete lines z and b below:
a If the loss on line 1% includes a ioss from Form 4884, line 41, column (B)(i}), enter that part of the loss here. Enter
the part of the loss from income-producing property on Schedule A (Form 1040}, fine 28, and the part of the
loss frorn property used as an employee on Schedule A (Formy $040), fine 23. identify as from "Form 4797, line
1AM Berinsruclions | L e e e e e e 183

b Redetermine the gain or {foss) on ling 17 excluding the loss, if any, on tine 18a. Enter here and on Form 1040,

L S T T T T 18hb

For Paperwork Reduction Act Notice, see separate instructions,

$8A
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Form 4797 (2008} . Page 2
ETeqll  Gain From Disposition of Property Under Sections 1245, 1250, 1262, 1254, and 1255
(see instructions)

19 (a) Description of section 1245, 1250, 1252, 1254, or 1255 property: (bloat“’ aa‘;,q;"r’)ed ((,%’omggyﬁ}f,
A
8
G
B
Property A Property B Property C Property D

These cotumns relate to the properties on lines 19A through 19D,
20 Gross sales price (Note: See Jine 1 before compieting.)] 20

24 Cosl or plher basis plus expenseof sale | | |, |, | 21
22 Depreciation {or depletion} allowed or alfowable . | [ 22
23 Adjusted basis. Subtract line 22 fromdine 21, , . |23
24 Tolal gain. Subtract line 23 from ine 20 . . . ., ., 24
25 |f section 1245 property:
a [Depreciation atlowed or allowabte from ling 22 . | |25a
b Enterthesmalleroftine 24 0r28a ., . ... ... 25h

26 M section 1250 groperty: If straigh! line depreciation was
used, enter -0- on line 26g, except for a corporation subject
to section 291,

a Additional depreciation affer 1975 {see instructions) {26a
b Applicable percentage mulliplied by the smaller of

line 24 ¢r line 26a (see instructions)
¢ Subtract line 28a from line 24, If residential renta! property

26b

orline 24 is not more than ine 264, skip lings 26d and 262 ,126¢
d Additionai depreciation after 1969 and before 1976 {26d

e Enterthesmallerof line 26cor26d, . . . . . . . . 28¢
f Section 281 amount {corporations onlyy, . . . . . .1286f
g Add lines 26b, 26e,and 26f , , , ., ., ., . 28y

27 i section 1252 property: Skip this section il you did not
dispose of farmland or if this form is belng completed for a
paringrship {other than an elecling large partnership).

a Soil, water, and land clearing expenses |, | 27a
b Line 272 muitipiied by applicable percentage {sew instructions) |, (27D
¢ Enterthesmallerof ling24 0r27b . ., ., , ., , .|27¢
28 If section 1254 property:
a Intangible drilling and development costs, expenditures for
development of mings and other natural deposits, and
mining expioralion costs (see instructions) ., 28a
h Enter the smallerofline240r28a . . . . . . . .. 28h
29 i section 12585 property:
a Applicable percentage of paymenls excluded from
income under section 126 (see inslructions), | | | | 29a

b Enter the smaller of ling 24 or 294 (see instroclions),|29b
Summary of Part il Gains. Complete proeperty columns A through D through line 28b before going f¢ line 30.

30 Tolal gains for ail properties. Add property columns Athrough 2,408 24 | L . . . . L o . PR <1
341 Add property columns A through D, lines 25b, 26g, 27¢, 28b, and 28b. Entezr here and on ling 13 31
32 Subiract line 31 from line 30. Enter the portion from casuaity or theft on Form 4684, fine 39. Enter the portion from
other than casualty ortheft on Form 4797, 1IN B . L . e e e 32
Recapture Amounts Under Sectlons 179 and 280F{b}{2) When Business Use Drops to 80% or Less
(see instructions)

{a) Secticn {I) Section
17% 280F(b)2)
33 Section 178 expense deduction or depreciation altowable in prior years | | | . | | .. .l 33
34 Recomputed depreciation (see instructions) L. T34
35  Recapture amounl. Subltract iine 34 from line 33. Ses the instructions for whereoreport ., ., |, 35
' Form 4797 (2008)
J5A
BX2620 2.000
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o O 10D Cr.  tfor Increasing Research Ac  ties

P Attach to your tax return,

Department of the Treasury
internal Revenue Senics

OMB No. 1545.0619

2008

Attachment
Sequence Ne. 81

Name(s) shown on return

Pennsylvania~American Water Company

ldentifying number

252300808986

Section A - Regular Credit. Skip this section and go to Section B or G if you are electing or previously elected (and are not revoking)
the alternative incremental credit or the alternative simplified credit, respectively.

4 Certain amounts paid or incurred fo energy consortia (see instructions). . . . .. ... ... ... 1
2 Basic research payments {0 qualified organizations (see instructionsy = | 2
3 Quglified organization base pericd amount . . . 3
4 Subtractline 3 from line 2. ffzeroorless, enter-0- . . . . . . . ..o e 4
5 Wages for qualified services (do not include wages used in
figuring the work opportunity credity . . . ... .. ... .. § 334,785,
6 Costofsupplies, . .. .., .. ... .. ... ... .. 8 '
7 Rental or lease costs of computers {see instructions) | 7
8  Enter the applicable parcentage of contracl research expenses (see instructions) | 8 73,383,
9 Total qualified research expenses. Add lines & through 8 | | | 9 408,178,
10 Enter fixed-base percentage, but not more than 18% (see¢ instructions) . | |10 0,070 %
11 Enter average annual gross receipis (see instructions) = . | 11 400,493,095,
12  Multiply line 11 by the percentage on line 10 . . . . .. 12 280,345,
13  Subtract line 12 from line 9. If zero or less, enter-0- . . 13 127.833.%.
14  Multiply line @ by 80% (.80y . . . .. .. ... ... 14 204,089,
15 Enterthesmaller of tine 13 orline 14 | . . 15 127,833,
16 AdGines 1.4, and 15 o . o v v i e e e e e e e e e e e e e e e e 16 127,833,
17 Are you electing the reduced credil under Sectlon 280C7? »  Yes D No E(j
If "Yes," multiply tine 18 by 13% (.13). If "No* multiply line 18 by 20% (.20} and see the
instructions for the scheduie that must be attached. Members of controlled groups or businesses
under commeon conirol: see insiructions for the schedule that must he attaghed . . . . . . . . . 17 25,567,
Section B - Alternative Incremental Credit. Skip this section if you are completing Section A or C,
18 Certain amounts paid or incurred to energy consortia (see the line 1 instructions) |, ., . . . . ., 18
18  Basic research payments to qualified organizations {see the ling 2 instructions) . , 118
20 Qualified organizalion base period amount (see the line 3 instructions) |, {20
21  Subtract ling 20 from line 19. f zero or less, enter -0- . . L . . . . 0 e e e 21
22 Addlines 18and 21 | L L L e e e 22
23 Multiply line 22 by 20% (.20) . .. ... ... e 23
24 Wages for qualified services {do not include wages used in
figuring the werk opportunity credity . . . . ... 124
25 Costofsupplies. . ., .. .. . .. . e 25
26 Rental or lease costs of computers {see the line 7 instructions) | 126
27 [Enter the applicable percentage of contract research expenses
(see the line 8 instructions), , . . ... ... ... ........ 27
28 Total qualified research expenses. Add lines 24 through 27 |28
29 Enter average annual gross receipts {see the line 11 instructions} [ 29
30 Mulliplyline 28 by 1% (01) . . . . .. .. ., 30
31 Subtract line 30 from line 28. If zero or less, enter-0- | 131
32 Mulliplyling 29 by 1.5% (018)y . . . . . . .. .. .. ... ... 32
33 Subtract tine 32 from line 28. If zero or less, enter -0~ 33
34 Subtractiine 33 fromline 31 . ., .. ..., 34
35 Multiplyling 28 by 2% (02) . . . ... .. ... . L. ... 35
36 Subtract line 35 from line 28, If zero or less, enter -O— ,,,,,, 38
37 Subiractline 38 from line 33 . L L L L L L e 37

For Paperwork Reduction Act Natice, see instructions,

JSA

8X5100 4.000
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Form 6785 (zo08)
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Pennsylvania-American Water mpany 25- ‘80%¢

Form 6765 (2008) Page 2
Section B - Alternative Incremental Credit (continued)
38 MUY NG 34 DY 3% (L03) © o i e e e e 38
39 Multiply line 37 by 4% ((04) . ... .. e e e e e e P I 1
40 Mulliply line 38 by 5% (0B} . v o o . o e e e e e e e 40
41 Addlines 23, 38,39, and 40 . . ... e e e e A 41
42 Are you electing the reduced credit under section 28009 b Yes ‘j No D

If "Yes," multiply line 41 by 85% (.85). If "No," enter the amount from line 41 and see the line 17

instructions for the schedule that must be attached. Members of controlled groups or businesses

under common contrel: see instructions for the schedule that mustbe attached . . . o . . . . 42
Section C - Alternative Simplified Credit. Skip this section if you are completing Section A or B.
43 Certain amounts paid or incurred to energy consortia (see the line 1 instructions) . ., . . . ., . 43
44 Basic research payments 10 qualified organizations (see the line 2 instructions) |, | 1 44
45 Qualified organization base period amount (see the ling 3 instructions} 148§
46 Subtractline 45 from line 44, ifzero orless, enter -0~ . . . . . 46
47 AddInes 43 and 48 | L L L L e e e e e e , . 147
48 Muitiply line 47 0y 20% (20}, | . . . L e e e e 48
49 Wages for gualified services (do not include wages used in

figuring the work opportunity credit) . , . . .. ... ... ... 49
50 Costofsupplies. . ... . ... ... . 50
81 Rental or lease costs of computers (see the line 7 instructions} | | 51
52 Enter the applicable percentage of contract research expenses

(see the ling 8 instructions) , . ., . . . . .. . . . . 52
53 Total gualified research expenses. Agd lines 49 through 52 | | . 153
54 Enter your folal qualified research expenses for the prior 3 tax

years. If yvou had no qualified research expenses in any one of

those years, skip ines 55and 56 ., . . . . .. .. . . ... .. 54
66 Divideline84by 8.0, . . ... . L 0 L 55
56 Subtract line 55 from line 53. if zero or less, enter-0- . | | . 56
57  Multiply: e Line 86 by 12% {.12) for tax years ending before 2009,

¢ Line 56 by 14% (.14) for tax years ending after 2008, 0 N ... 57
* Line 53 by 6% (.06) ¥ you skipped tines 55 and 56.

B8 Addlines 48 and 57 . L . L L e e e e e e e 58
59  Are you electing the reduced credit under section 280C7 B Yes [ ] wNo[ ]

1f"Yes," multiply ling 88 by 65% {.65). If "No," enter the amount form ling 58 and see the fine 17

instructions for the schedule that must be attached. Members of controlied groups or businesses

under common control: see instructions for the schedule that mustbe attached |, , . . ., . ... 59
Section D - Summary
60 Enter the portion of the credit from Form 8832, line 2, that is attributable to wages that were also

used to figure the credit on line 17, line 42, or line 69 (whichever applies) 60
61 Subtract line 80 from line 17, line 42, or fine 59 (whichever applies). if zero or less, enter-0- |81 25,567,
62 Credit for increasing research activities from partnerships, S corporations, estates, and trusts .. . |B2 -
63  Addiings 61 and 02, Estates and trusts go to line 64; partnerships and § corporations, report

this amount on Schedule K all others, report this amount on line 1¢ of Form 3800 - 63 25,567,
84 Amount allocated to beneficiaries of the estate or trust (see instructions) . 64
66 [Estates and trusts: subtract line 64 from line 83. Report the credit on fine 1c of Form 3800, . . . 55

Form 8785 (2008)

JSA
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3 D9 4 Asset Acquisition Statement OMB. No. 1545-1021

(Rev. February 2006} Under Section 1060
E\?gf?\ral{“ sfé‘ie‘é'u‘i'%lﬁﬁiiw » Attach to your income tax return. » See separate instructions. QS;SE,Q@"&G_ [
Name as shown on return Identifying number as shown on return
Pennsvlivania-American Water Company 25-10080¢%6
Check the box that identifies you:
¥ | Purchaser Seller
General Information
1 Name of other party to the transaction Other party's identifving number
Three Lane Utilities 23-2465893
Address (number, sireet, and room or suite no.)
PO Rox %27
City or town, stale, and ZIP code
Milford, PA 18337
2 Date of sale 3 Total sales price (conskieration)
02/10/2008 1,291,021,
Original Statement of Asseis Transferred
4  Assels Aggregate fair market vatue (actual amount for Class 1) Aligcation of sales price
Class i $ _ 3
Class I $ ‘ $
Class |} 3 $
Class IV 3 $
Class V $ 1,181,023, 1% 1,181,027,
Class Vi and Vil | $ ' $
Total $ 1,181,021, 18 1,191,021,
§ Did the purchaser and seller provide for an ailocation of the sales price in the sales contract or in another
written document signed by both parties? | ., . . . . . . L. e Ce e [:] Yes r_}a No
If "Yes," are the aggregate fair market values (FMV) listed for each of asset Classes {, I, I, IV, V, Vi, and
VIl the amounts agreed upon in your sales contract or in a separate written document?, . . . . . ... ... ... D Yes D No
6 In the purchase of the group of assets {or stock), did the purchaser aiso purchase a license or a covenant
not to compete, or enter inte a lease agreement, employment contract, management contract, or simifar ..
arrangement with the seiler (or managers, directors, owners, or employees oftheseller)? . . . . . ., ... ... D Yes L_X:f No
If "Yes" attach a schedule that specifies (s} the type of agreement and (b) the maximum amount of
consideration {(not including inerest) paid or to be paid under the agreement. See instructions.
For Paperwork Reduction Act Notice, see separate instructions. Form 8594 (Rev. 2-2006)
JSA
§X4122 1.000
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Form 8584 {Rev, 2-2006}

Page 2

Supplemental Statement - Complete only if amending an criginal statement or previously filed
supplemental statement because of an increase or decrease in consideration. See instructions.

7 Taxyear and tax return form number with which the original Form 8584 and any supplemental statements were filed.

8 Assets Allocation of sales price as previously reported Ingrease or (decrease) Redetermined allocation of sales price ]
Class | $ 3 $
Class i $ $ $
Class Jil 3 $ $
Class IV § ' $ 3
Clags V 3 i 3
Ciass Vland VI $ 3 $
Total $ 3 L

9 Reason(s) for increase or decrease. Attach additional sheets if more space is needed.

J8a
8X4123 1.000

Form 8584 (Rev. 2-2008)
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Form 8 5 9 4 Asset Acquisition Statement OM8. No. 1545-1021

{Rev. February 2006) Under Section 1060
Depaunant of the Treosury P Attach to your income tax return. > See separate instructions, 22352:;3%0. 61
Name as shown on return ldentifying number as shown on return
Pennsyvlvania-American Water Company . 25~-100809¢
Check the box that identifies you:
¥ | Purchaser l_l Seller
General Information
1 Name of other party to the transaction } Other party's identifying number
Paddlers Point, LLC
Address (number, street, and room or suite no.}
520 West Nyvack Road
City or town, state, and ZIP code
Nvack, NY 10894
2 Date of sale . 3 Total sales price {consideration)
09/10/2008 225,000,
Criginal Statement of Assets Transferred
4 Assets Aggregate fair market vatue (actual amount for Class 1 Allocation of sales price
Class | 3 3
Class |l 3 3
Class ill $ $
Ciass IV 3 $
Class V 3 225,000, 1% ' 225,000,
ClassViand VI i § ) $
Total 3 225,000, % 225,000,

5 Did the purchaser and seiller provide for an affocation of (he sales price in the sales contract or in another
written document signed by DOth PartieS? . . . L . . . . 0 L i e e e e e e e e e s E:] Yes @ No

If "Yes," are the aggregate fair market values (FMV) listed for sach of asset Classes |, H, !, W, V, VI, and ..
Vil the amounts agreed upon in your sales contract or in a separate written decument?, ., . . . . oo s L Lj Yes m No

§ In the purchase of the group of assets (or stock), did the purchaser ziso purchase a iicense or a covenant
not to compete, or enter into a lease agreement, employment contract, management contract, or similar
arrangement with the setler (or managers, directors, owners, or empioyees of the selier)? . . . .. ... . ... D Yes @ No

If “Yes" attach a schedule that specifies {a) the type of agreement and (b} the maximum amount of
congideration (not inciuding interest) paid or to be paid under the agreement. See instructions.

For Paperwork Reduction Act Notice, see separate instructions. Form 8594 (Rev. 2-2008)
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Form 8594 {Rev. 2-2008) Page 2
Supplemental Statement - Complete only if amending an original statement or previously filed
supplemental statement because of an increase or decrease in consideration. See instructions.

7 Taxyear and tax return form number with which the originat Form 8584 and any supplemental statements were filed.

8 Assets Allocation of sales price as previously reported Increase or (decrease) Redetermined ailccation of sales price
Ciass | $ | $ $
Class Il % $ 3
Class ill $ $ | 3
Ciass IV $ $ $
Ciass V $ ‘ $ ¥
Clags Viand VI $ 3 $
Total $ : $

9  Reason(s) for increase or decrease. Attach additional sheets if more space is needed.

Form 8594 (Rev. 2-2005)

JSA
8X4123 1.000
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8 594

(Rev. February 2006)

Deparlment of the Treasury
Intetnat Revenue Service

Asset Acquisition Statement OMB. No. 1545-1021
" Under Section 1060
. . Attachment
- Attach to your income tax return. P See separate instructions. Sequence No, 61

Name as shown on returmn

Pennsylvanlia—-Anerican Water Company

Identifying number as shown on return

25-100808%

Check the box that identifies you:

X | Purchaser

Seller

General Information

1 Name of other party to the transaction

Clavaville~-Donegal Joint Municipal Authority

Other party's identifying number

25-6188065

Address (number, street, and room or sulite no.)

314 Main Street

City or town, state, and ZIP code

Claygsville, PA 15323

2 Date of sale

07/31/2008

3 Total sales price {consigeration)

2,364,694,

Original Statement of Assets Transferred

Aliocalion of sales price

4 Assets Aggregate fair market value (actual amount for Class 1)

Clags ! $ 3

Class It $ $

Class lil $ $

Clasg IV § 3

Class V $ 2,364,694, 1% 2,364,694,

Class Viand Vit | § $

Total $ 2,364,624, |% 2,364,694,

§ Did the purchaser and seller provide for an allocation of the sales price in the sales contract or in anocther
written document signed by both parties? . . . L L L L L e e e e e e m Yes [E No
If "ves," are the aggregate fair market values {FMV) listed for each of asset Classes | It 1k IV, V, VI, and
VIl the amounts agreed upon in your sales contract or in a separate written document?. . . .. ... oL L D Yes D No

6 In the purchase of the group of assets (or stock), di¢ the purchaser also purchase a license or a covenant
not to compete, or enter into a lease agreement, employment contract, management contract, or similar .
arrangement with the seller {or managers, directors, owners, or employses of the selleny® . ., .. .. ..o, LJ Yes [2] No

If “ves,” aftach a schedule that specifies {a) the type of agreement and (b) the maximum amount of
consideration (not including interest) paid or to be paid under the agreement. See instructions.

For Paperwork Reduction Act Notice, see separate instructions.

JSa
8X44122 1.000

0000P8
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Form 8594 (Rev. 2-2008)
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Forr 8594 (Rev, 2-2008)

Page 2

Supplemental Statement - Complete only if amending an original statement or previously filed
supplemental statement because of an increase or decrease in consideration. See instructions.

7 Tax year and tax return form number with which the original Form 85694 and any supplemental statements were filed.

8 Agsets Allocation of sales price as previously reperied Increase or (decrease) Redetermined allocation of sales price
Ciass | $ $ $
Class |l $ $ $
Clasg lil $ $ $
Class IV $ § $
Class V $ $ 3
Ciass Vi and Vi 3 $ $
Total $ $
9 Reason(s) for increase or decrease. Attach additionaf sheets if more space is needed.
Form 8594 (Rev. 2-2008}
JSA
8X4123 1.000
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. 8594 Asset Acquisition Statement OMB. 1o, 1545-1021

(Rev. Febriary 2006) " Under Section 1060
E,?E;Q,’“ﬁ;ﬁﬁﬂ‘ﬁﬁié”” P Attach to your income tax return, P See separate instructions. !5\2:3:;?;2%0. 61
Name as shown on retumn Identifying number as shown ¢n retum
Pennsylvania-Rmerican Water Company 25-1008090
Check the box that identifies you:
X | Purchaser r 1 Selier
General Information
1 Name of other party to the transaction ’ Other party's identifying number
Mountain Top Estates Property Owners Associat
Address {number, street, and room or suite no.)
351 7000 ILake Drive
City or town, state, and ZIP code
East Stroudsburg, PA 18301 B
2 Date of sale 3 Total sales price {consideration)
05/30/2008 257,854,
Original Statement of Assets Transferred
4 Assels Aggregale Tair market value (actua! amount for Class 1) Allosation of sales price
Class | 3 $
Class it 3 %
Class 1l $ 3
Class 1V $ i
Class V 3 257,954, |% 257,954,
Class Viand Vil | § g
Total $ 257,954. % 257,354,
5 Did the purchaser and seller provide for an allocation of the sales price in the sales contract or in another
written document signed by both parties? | . L . . . L e e e e e e D Yes @ No
If "Yes," are the aggregate fair market values (FMV) listed for each of asset Classes [, 1, I, IV, V. VI, and
Vil the amounts agreed upon in your sales confract or in a separate written document?. . . . . . . .. ..., .. D Yes D No
6 In the purchase of the group of assets (or stock), did the purchaser aiso purchase a license or a covenant

not to compete, or enter into a lease agreement, employment contract, management contract, or similar
arrangement with the sefler (or managers, directors, owners, or employees of the seller)? . . . ., .. . ... ..

If “ves” attach a schedule that specifies (a) the type of agreement and (b) the maximum amount of
consideration (not including interest) paid or to be paid under the agreement. See instructions.,

[ Jves [X]no

For Paperwork Reduction Act Notice, see separate instructions.

Form 8594 (Rev. 2.2006)

J5A
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Form 8594 (Rev. 2-2000)
Supplemental Statement -
supplemental statement because o

Page 2

Complete only if amending an original statement or previously filed
f an increase or decrease in consideration. See insiructions,

7 Taxyear and tax return form number with which the original Form 8594 and any supplemental statements were filed,

Allocation of sales price as previously reported increase or (decrease)

Redetermined allocation of sales price

8 Agsets
Class | $ 3 $
Class Il $ $ %
Class [l % $ %
Class |V $ 3 $
Class V 3 § $
Class Viand VI $ $ 3
Total $ 3
9 Reason{s) for increase or decrease. Atlach additional sheets if more space is needed,
Forn 8594 (Rev. 2-2006)
JSA
8x4123 1.000
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3594 - Asset Acquisition Statement OME. No. 15551021

{Rev, February 2006) Under Section 1060
gﬁg;’ér\rf&;\féz ‘;55322"“’ » Attach to your income tax return. P See separate instroctions. 22‘582,?;3“&0_ 61
Name as shown on return identifying number as shown on return
Pennsvlvania~American Water Company 25-1008094
Check the box that identifies you:
X—I Purchaser [_—] Seller
General Information . _
1 Name of other party to the transaction Other party's identifying number
Clarion Area Authority 25-1156434
Address (number, streei, and room or suite no.}
14 Neorth Fifth Street
City or town, state, and ZIP code
Clarion, PBPA 16214
2 Date of sale 3 Total sales price (consideration}
10/30/2008 4,204,436,
Qriginal Statement of Assets Transferred
4 Assets Agaregate fair markel vaiue {actual amount for Class 1) Allpcation of sales price
Class ! & $
Class I $ : 3
Class ill $ $
Class [V $ 3
Ciass V % 4,204,436, 1§ 4,204,436,
Ciass Viand VIl | § — $
Total 3 4,204,436, i% 4,204,436,

&5 Did the purchaser and seller provide for an allocation of the sales price in the sales contract or in another
written document signed by both parfies? . . . . . . . L. e e e e e e s D Yes No

If "Yes," are the aggregate fair market values (FMV) listed for each of asset Classes I, Il I, IV, V, V[ and ey .
VIi the amounts agreed upen in your sales contract or in a separate written document?, . . . . . ... ... [__j Yes D No

6 In the purchase of the group of assets {or stock), did the purchaser alse purchase a license or a covenant
not to compete, or enter into a lease agreement, employment contract, managament contract, or similar
arrangemen with the selier (or managers, directors, owners, or employees ofthe sellen)? ., . . ... ... .. . i___] Yes @ No

f "Yes," aftach a schedule that specifies (a) the type of agreement and {b) the maximum amount of
consideration (not inciuding interest) paid or to be paid under the agreement. See insiructions.

For Paperwork Reduction Act Notice, see separate instructions, Form 8594 (Rev. 2.2006)

JSA
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Form §594 (Rev. 2-2006)

Page 2

Supplemental Statement - Complete only if amending an original statement or previously filed
supplemental statement because of an increase or decrease in consideration. See instructions.

7 Tax year and tax return form number with which the original Form 8594 and any supplemental statements were filed.

8 Asgets Allocation of saies price as previoustly reported increase or (decrease) Redetermined aliocation of sales price
Class | 3 3 $
Class Il 3 $ 3
Class i 3 $ $
Class IV $ $ %
Class V $ $ $
Class Vi and Vi $ $ $
Total $ 3
% Reason(s) for increase or decrease. Attach additional sheets if more space is needed.
Form 8594 {Rev. 2-2006)
JSA
8X4123 1.000
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o 3916-A Su.plemental Attachment to Schedule #1-3
Depariment of the Treasury » Atiach to Schedute M-3 for Form 10658, 1120, 1120-L, 1120-PC, or 11208,

Intemat Revenue Senvice

OME Mo, 1545-2081

2008

Name of commaon parent

Pennsylvania-American Water Company

Employer identification number

2571008096

Name of subsidiary

Employer identification nurnber

Cost of Goods Sold

{a} (b
Cost of Goods Sold items Expense per Temporary
Income Statement Difference

{c)
Permanent
Difference

(d)
Deduction per Tax
Return

1 Amounts attributable o cost

flow assumptions . . . . . . .

2 Amounts attributabie to:

a Siock oplion expense . . . . .
b Other equity based

compensation . . . . .. 0. .

¢ Meals and entertainment, . . .

d [Parachute payments . . . . . '
e Compensation with section
182(m) limitation . . . . . .,

f Pension and profii sharing . . .

g Other post-retirement benefits

k Deferred ¢compensation, . . . .
i Section 198 environmental
remediation costs . . . . ...

i Amortization. . . .. ...

k Oepietion . . . . v v ...

| Depreciation. . . . .. . ...
m Corporate owned lie insurance

PrEmiums - « -+ 7 4 2 v . ,

n Ofher section 263A costs

Inventory shrinkage accruals . .

Excess inventory and
obsolescence reserves . . . . .

§  Lower of Cost or market write-

GOWNRS v 0 v a e
6  Other items with differences
(altach schedule) SEmt 18, | 82,144,000, ~660, 464,

81,483,536,

7 Other items with no differences .

8 Total gost of goods sold, Add
lines 1 through 7, in columns
ab,candd ..., ..., .

82,144,000, -660,464.

B1,483,536.

For Paperwork Reduction Act Notice, see page 4,

JEA
8X9035 2.000
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Pennsylvania-American

' er Company

25-1008096

Form 8916-A {2008) Page 2
m interest Income
(a} () (e {¢)
Interest Income ltemn income (Loss) per Temporary Permanent Income {Loss) per
Income Statement Difference Difference Tax Retusn
1 | Tax-exemp! interest
income
2 | Interest income from hybrid
securities
3 | Saieflease interestincome
4 a| Intercompany interast
income - From outside lax
affiliateg group
4 b{ Intercompany interest
income - From lax
affitiated group
5 | Other interest income
Sttt 192 50,205, 50,205,
& | Tetal inlerest income. Add
lines 1 through 8. Enter totat
on Schedule M-3 (Forms
1120, 1120-PC, and 1120-L}),
Part 11, line 13 or Schedule
M-3 {(Forms 1065 ang 1120-3}
Part 1), line 11. 50, 205, 50,205,
m interest Expense .
(@) {b} (c} {d)
Interast Expense Hem Expense per Income Temporary Permanert Deduction per Tax
Statement Difference Difference Return
1 | Interest expense from
hybrid securities
2 | Lease/purchase inferest
exXpense
3al intercompany interest
expense - Paid to oulside
lax affilialed group
39| Intercompany interest
expense - Paid to tax
affiliated group 22,000,022, 22,000,022,
4 1 Other interest expense
Stmt 20 30,880,457, 1,048,532, -1.061,727. 30,867,262,

5 | Tolal interest expense. Add
lines 1 through 4. Enter {otal
on Schedule M-3 (Form 1120}
Part [, ne 8; Schedule M-3
(Forms 1120-PC and 1120-L},
Part (1, ling 36; Schedule M-3
{Form 1085} Part Il line 27; or
Scheduie M-3 (Form 1120-8)
Part Hl, fine 26.

52,880,479,

1.048,532.

-1, 061,727,

52,867,284,

JSA
6X9036 2.000

form 8916-A (2008}
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Pennsylvania-Axerican Wa’ Company ' 25-1008096

Forxm 1120, Page 1 Detail

Line 5 - Interest income
Interest Income 50,205
Total 50,205
Line 10 - Other income
Collection Revenue ' 960,641,
NSF Check charges 116,382.
Litigation Accrual 345, 000.
Other Income 1,139,462.
Total 2,561,485,

Statement 1
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Pennsylvania-American Wat' Company 25-10080%¢6

Line 17 - Tax Summary
Taxes (excluding income taxes) 12,123,436,
Other state and local taxes 8,389,151.
Total ’ : 20,512,587.
Line 17 - Taxes and licenses
Miscellaneous Fees 2,641,576,
Payroll Taxes 3,576,653,
Property Taxes 3,672,497,
Miscellaneous Taxsas ' 2,232,710,
Current State Income Tax 8,38%,151.
Total 20,512,587,

Statement 2
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Pennsylvania-hmerican Wat Company 25-100809¢

Form 1120, Page 1 Detail

Current Year Contributions 180,040.

Total | 180, 040.

Line 26 - Other deductions

Amertization . 4,854,911,
Travel, meals and entertainment 120,689,
Abandonment Losses 2,328,552,
Bank Fees 810,710.
Contract Services ' 4,242,705,
Credit Line Fees 112,779,
Director Expenses . 61,058.
Dues & Memberships 338,731.
General QOffice Expense 43,182,
Management Fees ‘ 40,008,441.
R & D Expense 72,280,
Security Services 839,873,
Shipping & Postage 2,820,433.
Software Licenses & Supporlt 403,828.
Supplies 1,015,849,
Telephone & Related Exp. : 2,452,985,
Transportation 6,757,164,
Utilities 2,635,286,
Other Miscellaneous Expense . 4,147,363,

Total 73,703,829,

Statement 3
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Pennsylvania—~American Wat Company 25-10080%86

Sch A, Line 5 - COther costs

Chemicals 7,826,601.
Contract Services 2,813,165,
Fuel & Power 14,204,112.
Ins. Other Than Group 7,576,360.
Maintenance Expense 2,852,998,
Materials & Supplies 667,752,
Materials & Supplies—-Maintenance 2,305,043,
Purchased Water ’ . 2,644,297,
Regulatory expenses 174,123,
Waste Disposal ‘ 2,711,827,
Other COGS Expense 703,374,

Total 44,479,652,

Statement 4
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rennsylvania~American Wa' Company 25-1008096

Form 1120, Page 5 Detail

Sch L, Line 6 -

Other current assets Beginning Ending
Current Def Fed Tax 1,262,382, 1,839,951,
Current Def State Tax : 400,311. 583,462,
Deferred Vacation Pay . 2,224,440. 2,515,690,
Deposits 588,
Deferred Tax Assets 806, 333.
Materials & Supplies 3,585,359. 4,239,339,
Miscellaneous Receivables 1,663,630. 2,550,971.
Prepaids 3,012,589. 2,187,523.
SIT Refund Receivable 3,549, 334.

Unkiiled Revenue 25,253,327, 25,381,384,
Intercompany Receilvable : 222,839,
Total ' 40,961,372. 40,337, 680.

Sch L, Iine 89 -~ Other investments

Other Investments 1,200,268. 1,024,800,
Total ) 1,200,268. 1,094,800,

Sch L, Line 14 - Other assetlts

Capitalized Debt & Pfd. Stock Costs 13,510,517, 11,761,368,
Constr. Work in Progress 36,081,6%4. 39,932,882,
Customer Service Project ' 4,097,881. 3,114,390,
Deferred Assets . 33,780,378, 23,242,811.
Deferred Federal Taxes 101,841.
Deferred State Taxes 32,294,
InterCompany Receivables 38,758, 85,126,
Regulatory Asset 119,969,303, 127,781,889,
Retirement WIP 3,756,61]. 2.
Other NonCurrent Assets . 58,8283, 55,541,

Total 211,293,971, 206,108,354

Statement 5

0000P8  1MC4 09/10/2009 10:44:11 V08-7.¢6 25-1008098 41



25-1008096

Pennsylvania-American Wal' Company

Form 1120, Page 5 Detail

Sch L, Line 18 -

Other current liabilities Beginning Ending

Accrued Federal Income Taxn 33,720,264,

Accrued State Taxes 4,987,064. 966,832,
acerued Interest 10,577,935, 10,988,174,
Accrued Liabilities 11,085,025, 15,468,910.
Accrued Payrell Taxes 296,583. 19,728,
Accrued Property taxes 44,511.
Accrued Taxes 351,539. 1,085,581.
Accrued Vacation Pay 2,224,440, 2,515,690.
Intercompany Payables 70,888,543, 83,254,269,

14,177,543,

12,492,478,

Other Current Liabilities

Total

Sch L, Line 21 - Other liabilities

Accrued Incentive Plan 1,374,682, 2,058,130.
Accrued Pension 17,438,204, 10,227,569,
Accrued Post Retirement Benefits 3,366,572, 3,641,805,

Accum Amort - CIAC
aAgvances for Construction
Contr. in Aid c¢f Constr.
Deferred Federal Taxes
Deferred Liabilities

-31,347, 661.

92,803,942,

127,457,181.
232,212,149.

3,584,303,

-34,337,948.
80,540, 322.
136,576,047,
280,197,337,
2,775,653,

65,924,086,

71,196,332.

Deferred State Taxes

Total

Statement 6
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Pennsylvania-American Wal Company 25-1008096

Form 1120, Page 5 Detail

gch M-1, Line 4 - Income subject to tax not recorded on books
Gain or loss on dispesition of assets 1,250.
Taxable Contributions 34,130,
Taxable Advances 3el,321.
scrap sales 86, 266.
Litigation Accrual _ 345,000.
Total 827, 967.

Sch M-1, Line 5 - Expenses recorded on bocoks not deducted on return

State taxes 1,338,302,
FAS 123 {r) STOCK OPTIOCHNS ] 119,316.
Accrued OPEB B 1,522,400.
Amortization of Regulatory Asset 274,068,
Deferred Customer Service Center Costs 983,491.
Peferred Security Costs 1,664,074,
Div-Dec PS-Out w Mandatory Redemption 1,061,727,
Net Negative Salvage 528,581,
NonDeductible Dues 103,857,
Pension 4,182,934,
Rate Case Expense _ 317,015,
R&D N 25,567.

Total 12,118,332,

Sch M—-1, Line 7 - Income recorded on books not included on return

Medicare Subsidy-Perm _ 1,258,207,

Total ' 1,258,207,

Sch M-1, Line 8 ~ Deducticons on return not recorded on books

Bad debts 1,764,722,
Amortization _ 3,214,147,
Abandonment Loss ) 2,328,552,
AFUDC 563, 606.
Accrued Incentive 107,347.
.Continued on next page Statement 7
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Pennsylvania-American Wa Company 25-1008096

Form 1120, Page 5 Detail

Sch M~1, Line 8 -~ Deductions on return not recorded on books (Cont'd)
Amortization of Advances and Contributions : 2,990,287,
Management Study ' 220,534.
Miscellaneous Deferred Credits 484,826.
Miscellaneous Deferred Debits 419,508.
NonDeductible Penalties 5,489,
Vacation Pay 60,667.
Repairs 95,873,063.
Repairs 481 (a} 175,977,161,

Total : 288,010, 009.

Sch M~2, Line & - Other decreases

Prior Pericd Adjustments 4.

Total 4.

Statement 8
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25-100808%6

Pennsylvania—-American Wat Company

Schedule M—-3, Part II Detail

Line 28 - Other items with no differences

Other items with no differences

Total

Statement 10
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Pennsylvania-American Wa Company 25-1008086

il
il
i

Form 4626, Page 1 Detail

Line 2o - Conftributions Adjustment

Regular Contributions 180, 040.
AMT Contributions 180, 040.
Contribution adjustment NONE
Line 20 - Other Adjustments
Contributions . NCNE
2001 -~ 2007 Repairs 481 (a) Adjustment 7,697,338.
Total ' 7,697,338.

Statement 12
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25-100809¢

Pennsylvania-American Wa - Company
Form 3800 Detail

Tax Year Amt Available Amt Utilized Carryforward
12/31/2007 8,414, 8,414.
12/31/2008 25,567. 25,567,
Totals 33, 981. 33, 981.

Statement 14

0000PE  1MC4 08/10/2009 10:44:1% V(8-7.6 25-10080%96 50



Pennsylvania-American Wa Company 25-10080%6

Form 3800 Detail

Line 6 -~ Carryforward of Credit for Increasing Research
Tax Year At Available At Utilized Carryforward
12/31/2007 8,414. 8,414.
12/31/2008 25,567. 25,567.
Totals 33, 981. : 33,981,
Statement
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FRIV.2

Pennsylvania-American Water Company

Coatesville Wastewater Operations

Data Requirements of the Pennsylvania Public Utility Commission
Taxes

FRIV.2Z

Pennsylvania-American Water Company
Coatesville Wastewater Operations

IV. Taxes

2. Submit details of calculations for Taxes, Other than Income, where a
company is assessed taxes for doing business in another state, or on its
property located in another state.

Answer: Pennsylvania-American Water Company does business solely within

Pennsylvania and has no property located in another state,



FRIV.3

Pennsylvania-American Water Company
Data Requirements of the Pennsylvania Public Utility Commission

Taxes

FRIV.3

Pennsylvania-American Water Company

IV. Taxes

3. Submit a schedule showing for the last three years the income tax refunds,
plus interest, net of taxes, recetved from the federal government due to
prior years' claims.

Answer:

Pennsylvania-American Water Company received a federal tax income tax
refund in 2008 in the amount of $426,719 in addition to $91,967 in
interest as a result of audited tax returns for the years 2001 and 2002.



FR1V.4

Pennsylvania-American Water Company
Coatesville Wastewater District
Data Requirements of the Pennsylvania Public Utility Commission

Taxes

FRIV.4

Pennsylvania-American Water Company
Coatesville Wastewater District

IV. Taxes

4.

Answer:

Provide detailed computations showing the deferred income taxes derived
by using accelerated tax depreciation applicable to post-1969 utility
property that increases productive capacity, and Accelerated Depreciation
Rate (ADR) rates on property (separate between state and federal; also,
rate used).

a.  State whether tax depreciation is based on all rate base items claimed
as of the end of the future test year, and whether it is the annual tax
depreciation at the end of the future test year. If based on historic
test year, justify,

b.  Reconcile any different between the deferred tax balance, as shown
as a reduction to measures of value (rate base), and the deferred tax
balance as shown on the balance sheet.

Please refer to the calculation of state and federal deferred income taxes.

a.  Tax depreciation is based on utility plant in service. Please see
attached for the Company’s future test year claim for State and
Federal tax depreciation.

b.  The calculation of deferred taxes for the future test year is detailed in
Exhibit 3-A.
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FRIV.5

Pennsylvania-American Water Company

Coatesville Wastewater Operations

Data Requirements of the Pennsylvania Public Utility Commission
Taxes

FRIV.S5

Pennsylvania-American Water Company
Coatesville Wastewater Operations
IV, Taxes

5. Submit a schedule showing a breakdown of accumulated investment tax
credits (3 percent, 4 percent, 7 percent, 10 percent and 11 percent),
together with details of methods used to write-off the unamortized
balances.

Answer: Not applicable for this filing.



FRIV.6

Pennsylvania-American Water Company

Coatesville Wastewater Operations

Data Requirements of the Pennsylvania Public Utility Commission
Taxes

FRIV.6

Pennsylvania-American Water Company
Coatesville Wastewater Operations

IV. Taxes

6. Submit a schedule showing the adjustments for taxable net income per
books, including below-the-line items, and pro-forma under existing rates,
together with an explanation of any difference between the adjustments.
Indicate charitable donations and contributions in the tax calculation for
rate making purposes,

Answer: Please see the calculation of State and Federal Income Taxes page in

Exhibit No. 3-A.



FR1V.7

Pennsylvania-American Water Company

Coatesville Wastewater Operations

Data Requirements of the Pennsylvania Public Utility Commission
Taxes

FRIV.7

Pennsylvania-American Water Company
Coatesville Wastewater Operations

1V, Taxes

7. Submit detailed calculations supporting historic and future taxable income
before state and federal income taxes where the income tax is subject to
allocation due to operations in another state, or due to operation of other
taxable utility or non-utility business, or by operating divisions or areas.

Answer: Pennsylvania-American Water Company operates only in Pennsylvania.

State and Federal income taxes are calculated on a total company basis; no
allocation of taxable income among its operating divisions occurs.



FRIV.8

Pennsylvania-American Water Company

Coatesville Wastewater Operations

Data Requirements of the Pennsylvania Public Utility Commission
Taxes

FRIV.8

Pennsylvania-American Water Company
Coatesville Wastewater Operations

IV. Taxes

8. Furnish a breakdown of major items comprising prepaid and deferred
income tax charges and other deferred income tax credits and reserves by
accounting areas.

Answer: Please see the answer to question no. FR IV.12 of this exhibit. Deferred

taxes due to accelerated depreciation are the most significant component
of the Company’s deferred income taxes.
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Pennsylvania-American Water Company
Coatesville Wastewater District

IV. Taxes

9. Explain the reason for the use of cost of removal of any retired plant
figures in the income tax calculations.

Answer:

Coatesville Wastewater does not have any ADR cost of removal.
It was an asset purchase and the asset vintages reset to the purchase date,
March 2001.
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IV, Taxes

10. State whether all tax savings due to accelerated depreciation on property
installed prior fo 1970 have been passed through to income. If not,
explain.

Answer: Not applicable for this filing. Coatesville Wastewater Operation was an

asset purchase and the asset vintages reset to the purchase date.
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Pennsylvania-American Water Company
Coatesville Wastewater Operations

IV. Taxes

11. Show any income tax loss or gain carryovers from previous years that may
affect historic test year income taxes or fulure test year income taxes.
Show loss or gain carryovers by years of origin and amounts remaining by
years at the end of the historic test year.

Answer:

Pennsylvania-American Water Company has a state net operating loss
carryover of $192,250,240. Year of origin is December 31, 2008.
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Pennsylvania-American Water Company
Coatesville Wastewater Operations
IV. Taxes

12. Provide a detailed analysis of Taxes Accrued per books as of the historic
and future test year date. Also supply the basis for the accrual and the
amount of taxes accrued monthly.

Answer: Income taxes are not accrued for Coatesville Wastewater Operations,
Please refer to the calculation of Federal and State Income Taxes in
Exhibit 3-A for both the historical test year and the future test year.
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Answer:

Under Section 1552 of the Internal Revenue Code and Regulations
1.1552-1 if applicable, a Parent Company, in filing a consolidated income
tax return for the group, must choose one of four options by which it must
allocate total income tax liability of the group to the participating
members to determine each member's tax liability to the federal
government, If this request is not applicable, provide an explanation.

a.

b.

State what option has been chosen by the group.

Provide, in summary form, the amount of tax liability that has been
allocated to each of the participating members in the consolidated
income tax return.

Provide a schedule, in summary form, of contributions, which were
determined on the basis of separate tax return calculations, made
by each of the participating members to the tax liability indicated
in the consolidated group tax return. Provide total amounts of
actual payments to the tax depository for the tax year, as computed
on the basis of separate returns of members.

Provide annual income tax return for group, and if income tax
return shows net operating loss, provide details of amount of net
operating loss allocated to the income tax returns of each of the
members of the consolidated group.

This request is not applicable to Pennsylvania-American Water Company

or Coatesville Wastewater Operations.
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1V. Taxes

14. Please provide a copy of the corporate federal tax returns and supporting
schedules for the preceding three years and, if applicable, a copy of the
calculation work papers for the Company's consolidated tax savings
adjustment,

Answer: The information and reports for tax years requested are proprietary and

confidential. The Company will, however, provide this information to a
party to this proceeding pursuant 1o the execution of a suitable
confidentiality agreement.

A consolidated tax adjustment is not applicable to Coatesville Wastewater
Operations in this filing.
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1V. Taxes

15. Provide a schedule of federal and Pennsylvania taxes, other than income
taxes, calculated on the basis of test year per books, pro forma at present
rates, and pro forma at proposed rates, to include the following categories:
a.  Social Security
b.  Unemployment
c.  Capital stock
d.  Public utility realty
e. P.U.C. assessment
{.  Other property
g.  Any other appropriate categories

Answer:

Please refer to Exhibit No. 3-A.
Please refer to Exhibit No. 3-A.
Not applicable in this case

Not applicable in this case
Please refer to Exhibit No. 3-A.
Please refer to Exhibit No. 3-A,
None

o a0 o
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IV, Taxes

16. Submit a schedule showing a breakdown of the deferred income taxes by
state and federal per books, pro-forma, existing rates, and under proposed
rates.

Answer: Please see question no. FR IV.12 and Exhibit 3-A for the calculation of

deferred income taxes,
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1V. Taxes
17. With respect to determination of income taxes, federal and state:
a.  Show income tax resulis of the annualizing and normalizing adjustments
to the historic test vear before any rate increase.
b.  Show income taxes for the annualized and normalized test year.
¢.  Show income tax effect of the rate increase requested.
d.  Show income taxes for the normalized and annualized tfest year after
application of the full rate increase,
Answer: a. —d. Please see the Income Statement and Calculation of Federal and

state Income Taxes in Exhibit No. 3-A.
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IV. Taxes

18, State amount of debt interest utilized for income tax calculations, and
details of debt interest computations, under each of the following rate case
bases:

a.  Actual per book test year
b.  Annualized historic test year-end
c.  Proposed future test year-end

Answer: Please refer to the Application of Income Deductions in Exhibit No. 3-A.



