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BEFORE THE PENNSYLVANIA PUBLIC UTILITY COMMISSION

WALTER PAINTER and DONNA
PAINTER, on behalf of themselves and all
others similarly situated,

Complainants,

cou2556  DECETVVED

MAY 2 4 2013

V.

AQUA PENNSYLVANIA, INC.,
PA PUBLIC UTILITY COMMISSION

SECRETARY'S BUREAU

Respondent.

BRIEF IN OPPOSITION TO RESPONDENT’S
MOTION FOR SUMMARY JUDGMENT

TO ADMINISTRATIVE LAW JUDGE
CONRAD A. JOFINSON:

Complainants, Walter and Donna Painter, on behalf of themselves and all others similarly

situated, hereby submit this Brief in Opposition to Respondent’s Motion for Summary Judgment:

I. INTRODUCTION

Walter and Donna Painter (“Complainants™) originally brought this action against Aqua
Pennsylvania, Inc. (“Respondent™) in the Court of Common Plcas of LLawrence County, asserting
claims of conversion, breach of contract, and violation of the Unfair Trade Practices and
Consumer Protection Law (“UTPCPL™). Specifically, Complainants, whosec monthly water
billing cycle does not coincide with the calendar month,' contend that Respondents overcharged
them by applying an increased DSIC rate prior to the “effective date™ advertised by Respondent.

It is Complainants’ position that this recurring overcharge is in violation of the Tarift approved

' For example, the Complainants® billing cycle ran from March 2 to April 1 in one of the bills at
issue. As explained herein, of the thirty onc-days in that particular billing cycle, thirty fell before
the April | effective date of a DSIC rate increase, but Complainants were charged the higher rate
for the entire billing cycle.




by the Pennsylvania Utility Commission (“Commission™ or “PUC"), the regulations of the
Pennsylvania Utility Code, the common law of Pennsylvania, and the UTPCPL.

Respondents have filed a Motion for Summary Judgment, secking dismissal of
Complainants™ claims. The basis of their Motion is the Pennsylvania Ulility Commission’s

recent decision in Pettko v. Pennsylvania American Water Company. However, summary

Judgment cannot be granted in this case because several questions of fact exist which must—in
accordance with due process requirements—be adjudicated after a hearing on the merits before
the Commission.

As Respondent has brought the issues of Pettko front-and-center in this litigation—

and the undersigned counsel was

claiming that the issues are identical to the present casc
involved in that litigation, Complainants hereby incorporate the Pettko record in this matter.
1. ARGUMENT

A. Respondent’s Motion for Summary Judgment is premature.

Respondent’s filing of a Motion for Summary Judgment at this stage ol the case is
procedurally improper. Not only has a decision on Respondent’s Motion for Judgment on the
Pleadings not been issued, but Respondent has not even answered the Complaint.  Most
importantly, however, Complainant has not been afforded an opportunity to conduct discovery in
this case, as they arc clearly permitted under 52 Pa. Code § 5.331. On this basis alone,

Respondent’s Motion must be denied.




B. There is a genuine issue of material fact as to whether Respondent

violated its Tariff by charging its customers increased DSIC rates for
the portion of their billing cycle prior to the approved effective date of
the increase sct forth in the Tariff,

1. The Commission-approved Tariff does not permit rate increases
prior to the “effective date.”

The Tanff governing Respondent’s billings specifically states that increases in the DSIC
charged to its customers have a definite cffective date.  Specifically, the Tariff states that the
DSIC is to be updated quarterly with an “Effective Date of Change™ sct at April 1, July 1,
October 1, and January 1. (Relevant portions of the Tariff are Exhibit A to Appendix).
Respondent specifically advertised DSIC rate increases and their approved effective dates in
their bills to customers. For example, the bill immediately following the July 1, 2009 DSIC
increase stated: “Effective July 1, 2009, the allowable DSIC charge is 5.00%.” (Complainants’
bills are Exhibit B to Appendix). The plain language of both the governing Tarifl’ and
Respondent’s billing statements demonstrate that there is a specific effective date for the rate
increases.  However, Respondent ignored the effective dates and applied the increased rate to
those portions of a customer’s bill which occurred before the cffective date. Depending on the
billing cycle of the customer, it is possible that a significant portion—or, in some cases, ncarly
all—ol the billing period occurred prior to the effective date of the increase.  Respondent
nevertheless charges the customer the increased rate for usage prior to the effective date. As
such, for those portions of its customers” bills for which Respondent charges the increased rate
before the effective date set forth in the Tariff, Respondent is in violation of Section 1303 of the

Public Utility Code, which requires both that a utility only charge the rates permitted by the



Commission-approved Tariff” and “compute bifls under the rate most advantageous 1o the

2 Respondent failed 1o adhere to either requirement.

patron.

Respondent’s Motion claims that it is permitted, as a matter of law, to charge the
increased rate even for portions of a customer’s bill which occur prior to the effective date of a
DSIC rate increase because the DSIC, it claims, is permitied on a “bills rendered” rather than
“services rendercd” basis. It further ctaims that “the issuc of billing the DSIC on the “bills
rendered” basis is a matter of well-settled law that was recently confirmed by the Commission.”
Respondent’s Motion for Summary Judgment, p. 1.

Although Respondent has cited to several (self-selected) documents to support this
contention, it has not pointed to a single definition of “bills rendered™ from this Commission,
casc law, or the Pennsylvania Code—much less one which supports its contention that a
customer may be billed an increased rate for his entire bill, where only a portion, perhaps a small
portion, of the bill arosc after the approved cffective date. While Complainants do not question
that the increased DSIC may be collected from customers on the portion of their bill arising after
the effective date, Respondent has not demonstrated that it may collect the increased rate for
portions of the bill prior to the cficctive date of the increase permitted by the TarifT. To do so
would run counter to the Public Utility Code and the very concept of an “effective date.”

Respondent cites to the Commission’s August 22, 1996 Order (attached as Appendix B to

Respondent’s Bricl) which gave Philadelphia Suburban Water Company authorization o begin

2 “No public utility shall, dircetly or indirectly, by any device whatsocver, or in anywise. demand
or receive from any person, corporation, or municipal corporation a greater or lesser rate for any
service rendered or to be rendered by such public utifity than that specified in the tariffs of such
public wtility applicable thereto. The rates specified in such tariffs shall be the lawlu! rates of
such public utility until changed, as provided in this part. Any public utility, having more than
one rate applicable o service rendered 1o a patron, shail, after notice of service conditions,
compute bills under the rate most advantageous to the patron.” 66 Pa.C.S.A. § 1303.




imposing a DSIC charge on its customers.®  This is a red-herring, as Complainants do not
dispute that, pursuant to this Order, the Respondent has the right 1o charge the DSIC and to
periodically raise the rate.

Respondent claims that it is authorized to levy the DSIC charge on a “bills rendered” as
opposed to a “services rendered” basis. Neither of these terms are defined in the Public Utility
Code, the PUC’s Order. or in Respondent’s Tariff. Furthermore. neither the Order nor the
Commission specifically states that the DSIC is to be levied on a “bills rendered™ basis. Nor
does Respondent’s Tarift even use the phrase “bills rendered.” Nevertheless, Respondent is
requesting that this Commission adopt a definition of that term which permits it to charge the
increased rate for the period of the customer’s bill which predates the effective date set forth in
the TarifT (for some customers that period could very well be nearly an entire month).

The actual language that Respondent itsell represented to its customers in its Taritt
underscores the tact that the DSIC charge was to be applied only to the proportional period of the
bill that fell on or after the effective date of the rate increasc:

DSIC Surcharge Amount: The charge wili be expressed as a percentage carried 1o

two decimal places and will be applied to the effective portion of the total

amounts billed 10 cach customer under the company’s otherwise applicable rates

and charges, excluding amounts billed for public firc protection service and the
State Tax Adjustment Surcharge (STAS).

Aqua Pennsylvania. August 15, 2009 Tariff, p. 20A {(emphasis added) (see Exhibit A (o
Appendix). Respondent’s Motion for Summary Judgment omitted citation to this language from

its own Commission-approved tarifl, which demonstrates that the charge is 1o be applicd 1o the

3 1 is interesting to note that in the Opinion and Order, the Commission expressly states that “To
begin with, the company proposes that the DSIC become cffective lor service rendered on and
after July 1, 1996.” Opinion and Order, p. 3 (cmphasis added). This position undermines
Respondent’s contention that the charge 1s levied on simply the total amount of any bill 1ssued
after the effective date of the rate increase, regardless of whether the charges on such bill are for
a period of time prior to the PUC-approved ellcetive date of the rate increasc.




effective portion of the bill, not the entire bill. Presuming that it intended the phrase “effective
portion” to have significance and not just be surplusage, Respondent’s factual argument fails
under the language of its own Tariff, which the Commission approved and which the
Complainants do not challenge (and, indeed, take for granted).

Respondent’s billing practice also runs afoul of the plain language of the Public Utility
Codc, which provides that “[a]ny public utility, having more than one rate applicable to service
rendered to a patron, shall, afier notice of service conditions, compute bills under the rate most
advantageous fo the patron.” 66 Pa.C.S.A. § 1303 (emphasis added). To charge patrons the
increased DSIC rate for portions of their bills prior to the effective date of that rate is a means of’
calculating the bill in the manner most favorable to the utility, to the detriment of the patron.
Further, as explained below, to do so creates arbitrary classes of customers who have to pay
more or less based simply upon the timeframe of their billing period.  This is patently
unreasonable and contrary to the language of Sections 1301 (requiring rates to be just and
rcasonable) and 1303.

Further, the March 29, 2000 letter {rom a Commission auditor attached as Appendix D to
Respondent’s Motion does not prove Respondent’s claim. The letter recognized that Respondent
was collecting the charge on a “services rendered” basis, as opposed to a “bills rendered” basis,
although the letter did not define those terms. The letter did not state, as Respondent suggests,
that the application of the “services rendered™ approach was improper or crroneous. Nor did the

letter suggest (much less direct, as Respondent argues) that Respondent was required to change
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F: - . .
l'o the contrary, the focus of the letter was how and

the manner in which it collected the DSIC.,
when the prior DSIC shortfall could be recouped.

Thus, cven though Respondent’s factual argument in support of its preliminary objections
is one-sided and premature, the very evidence set forth by Respondent simply fails to
demonstrate that Respondent was permitted (or required)} to charge customers the increased
DSIC rate for portions of their billing period prier to the effective date of that rate increase. The
unequivocal language of Respondent’s TarifF itself specified that the DSIC is to be calculated on
the effective portion of the customers’ bills. This, among other factors, directly undermines the

premature and misleading lactual argument set forth by Respondent.

Finally. Respondent cannot rely on its citation from PUC v. Metropolitan Edison
Company. 37 P.U.R.4th 77, 96 n.3 (PUC 1980), to support its claim that it is permilted to charge
customers the increased DSIC rate for portions of their billing cycle which predate the
Comission-approved cffective date of the increase.” First, the portion of that opinion cited by
Respondent is from a single footnote addressing a collateral proceeding.  The case did not
address the definitions of or differences between “bills rendered” and “services rendered.”
Rather, it addressed several issucs regarding the cffects of the shut-down of one of the Three
Mile Island reactors following its near-meltdown.  As such, the language cited is, at the very

best, dicta.

¥ This point is underscored by the fact that in Defendant’s August 14. 2009 Tarifl, more than
nine years after the letter. the plain language of Defendant’s Tariff specifically advertised that it
would charge the DSIC on the ¢ffective portions of the customcer’s bill,

*The DSIC charge was first approved by the PUC in 1996, sixteen years alter the case upon
which Respondent relies.



2. Multiple interpretations of “hills rendered” exist.

Even in light of the Commission’s Pettko decision, which is relied upon by Respondent,
it remains unknown preciscly what “bills rendered” means in the context of utility rate
collections. There exist alternatives to Respondent’s proffered “bills rendered™ interpretation.
For example, the DSIC increases could be applied only to bills rendered for usage after the
effective date.  This method would be dislinguishablc from pro-rating (which would also be
acceptable to Complainants) for services because the increased charge would apply at the
bepinning of each rate-payer’s billing cycle beginning afier the cffective date. This would
prevent a rate payer from being overcharged based upon its billing cycle. However, neither this
method or proration have been utilized by Respondent and the Commission has failed to provide
guidance on the precise meaning of “bills rendered.” As such, a question of fact indeed remains
regarding whether Respondent is acting in accordance with its Tarift.

Summary judgment is only permitted where there is no genuine issue of material fact and
the moving party is entitied to judgment as a matter of law. 52 Pa.Code §5.102(d). In this case,
it is cvident when reviewing the documents attached by the Respondent along with its bills and
TarifT (that it did not attach or cite) that there is a genuine issue of material fact as to whether it
was permitted 1o charge its customers increased DSIC rates for the portion of their bills that
preceded the Commission-approved effective date—or only (as the Tarilt states) on the

“eflcctive portion.” As such, the Motion for Summary Judgment should be denied.




C. Respondent’s DSIC billing methods create an inherently inequitable
system whercby increases in rates will always be imposed on some
customers in a manner disproportionate to other customers.

Respondent’s position renders the effective date of change sct forth in the governing

Tariff meaningless. In practice, it begins charging the incrcased amount for some of its
customers nearly a month before the effective date which was approved by this Commission.

Respondent’s position—that it is permitted to bill customers increased DSIC rates for

their entire billing cycle, including thosc portions of the cycle which occur prior 1o the effective

date of the rate increase—creates a sysiem where some customers will afivays bear the burden of
the rate increase to a greater degree than other customers. This practice plainly violates Section
1304 of the Public Utility Code. Section 1304 states, in relevant part:
No public utility shall, as to rates, make or grant any unreasonable prelerence or
advantage to any person, corporation, or municipal corporation, or subject any
person, corporation, or municipal corporation to any unreasonable prejudice or
disadvantage.
66 Pa.C.S.A. §1304. Respondent’s billing practices violate the provisions ol this section in that
they accrue to the disadvantage of some customers over others—determined only on the basis of
the running dates of the customer’s billing cycle.

By way of illustration, Complainants’ billing cycle for March 01:20()9 (vee Exhibit B to
Appendix) ran from March 2 to April 1. Therefore, even though the effective date of the DSIC
increase was April 1, Complainants. and all others with the same billing cycle, were (orced 1o
pay the increased rate lor their entire billing cycle even though all but one day of that period
vcenrred before the effective date of the increase. I'or other customers who have billing cycles
which begin and end in the first week of the month, those customers were forced to pay the

increased rate for necarly an entire month prior 1o its effective date. Contrast this with the

customer whose billing cycle runs from the first of the month or immediately before, who will

9



pay the increased rate for only days, it at all, before the effective date. Because of the regularity
of billing periods, the same customers will always end up paying proportionally more each time
the DSIC rate is increased—based only on when their billing period falls in the month. This is
inherently incquitable and is in violation of Section 1304 of the Public Utility Code.

Finally, Respondent claims that because the DSIC is reconciled on a regular basis, it
cannoi colleet more than it is permiited. While this may be true in the aggregate as fo
Respondent, there is no mechanism by which the individual aggrieved customers are refunded
their pro-rata share of the amounts they paid prior to the effective date of a DSIC rate increase.
Indeed, cven il DSIC rates arce lowered as ¢ whole, there is no mechanism o pay back the
specific amounts that each customer was prematurely bilted. Further, cach time the DSIC rate
would be increased in the future, the same customers with a disadvantageous biiling cycle wilf
again be required to pay a disproportionate share. This is untenable under Scction 1304,

D. The PUC’s adoption of the ALJ’s decision in Pettho does not resolve
several genuine issues of material fact in this case.

l. Complainants are prepared to offer credible expert testimony that
Respondent violated its Tariff.

Complainant’s have an expert witness preparcd o provide unf:quivocal testimony that the
Jailure of Respondent to pro-rate the DSIC charges violates both the Commission-approved
company Tariff and Commission regulations. Complainant’s expert (also retained in the Pettko
casc) has provided written direet testimony: “Under the standard and accepted way that rates can
appropriately be adjusted, the rate change can only oceur on the “effective date.” Under the
tariff, those dates are the specific quarterly dates identified. ... By disregarding the effective
date, the utility’s billing practices create an inherently inequitable system whercby some

customers will ahways bear the increased rates more than others.”™ Further, Complainant’s expert
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stated unequivacally that the utility’s assertion that it was permitied to bill retroactively and not
pro-rate based upon the “elfective date™ is “retroactive application of the rates is unlawlul. As
correctly noted by the AL in Pettko, this testimony miust he accepted as true at the summary
judgment stage of the ltigation. Therefore, these conclusions, while they may be subject to
challenges to weight and credibility at a hcaring, cannot merely be discounted at the summary
judgment stage.
2. The damages caused to Complainants are a question of fact.

Complainants must be afforded an opportunity to conduct discovery and, ultimately,
prove at a hearing precisely how they were harmed by the unlawful actions of Respondent. The
damages caused by Respondent simply cannot be determined as a matter of law.

E. Respondent’s Reliance upon the Peittke Decision is improper because
the Pettko decision is flawed,

Respondent’s Motion for Summary Judgment is eflectively a rencwed Motion for
Judgment on the Pleadings, now relying on the Commission’s recent decision in Pettko v.

Pennslvania-American Water Company.  Respondent’s reliance upon the Pettko decision—

which adopted the ALJ's Decision—is improper because the decision exceeded its authority at
the summary judgment phase and is materially flawed.

1. The Pettko Complainant was denied an opportunity to be heard
on the merits regarding genuine issues of material fact.

The Pennsylvania Commonwealth Court has recently held:

Due process principles apply (o administrative proceedings, and require an
opportunily, among other things, to hear the evidence adduced by the opposing
party, cross examine witnesses, introduce cvidence on one’s own behall. and
present argument.  As our Supreme Court explained. there must be notice, an
opporlunity to present one’s cause and proceeding appropriate to the character of
the particular case, and an adjudication in the same naturc as is present in other
causcs. Where these things are present there is due process of law,




D.Z. v. Bethlehem Area School District, 2 A.3d 712 (Pa.Commw. 2010) (cifing Kowenhoven v,

Allegheny County, 901 A.2d 1003 (Pa. 2006)). The Commonwealth Court has further held that

questions concerning reasonableness of rates and the difference between rates are factual
questions for the Commission, whose lindings must be upheld if supported by competent

evidence. Philadelphia Electric Co. v, Pa. P.U.C., 470 A.2d 654, 657 (Pa.Commw. 1984); see

also Building Owners and Managers Assoc. v. Pa. P.U.C.. 470 A.2d 1092, 1094 (Pa.Commw.

1984) (“questions concerning reasonablencss of rates and the difference between rates are factual
questions for the Commission, whose findings must be upheld if supported by competent
evidence.”).

The Commission in Pettko accepts the ALJ’s determination that there exist no genuine
issucs of material fact regarding the Complainant’s claims.  This conclusion is entirely
inconsistent with the findings of the ALJ.  The ALJ in Pettko went to great lengths 1o make
numerous factual findings, many of which were not supported by the record. Further. it is
undisputed that the Complainant in Pettko was denied an opportunity to present evidence relating
to the at-issuc questions of fact and meaningfully challenge the cvidence offered by his
opponent, as required by due process. In the present case, denying Complainants the opportunity
to lake discovery and present cvidence at a hearing will be a clear due process violation.

a. Damages

In Pettko, the ALJ not only dismissed Complainant’s damage claims, but went so far as
to perform his own independent calculations based on hypothetical customer data that was not
part of the record. Certainty, there has been no discovery in the present case nor any record from
which the Respondent herein can make the same assertion.  The calculations in Petiko

demonstrate that the ALJ impermissibly assumed the role of fact finder prior 1o a full hearing on



the merits. The ALIJ further concluded that “|¢|ertainly [Complainant] cannot be considered
prejudiced or disadvantaged by being over charged $0.03.” In making this unsupported finding,
the ALJ dismissed Respondent’s clear violation of its TarifT and, accordingly, the Public Utility
Code. Furthermore, this finding ignores the obvious possibility that over-charges will continue
into the future and increase in amount.

The ALIJ also tound that “Jo]ver the course of time, it is not unrcasonable that the
increases and decreases would generally offset cach other.” The specific harm caused to the
Complainant is a question of fact. Just as the Complainant in Pettko should have been provided
with a full and fair opportunity to present evidence in support of his allegations of harm,
Complainants in this case must be afforded that opportunity. The ALJ’s finding that, in the
aggrepate, increases and decreases may offset each other is a question of fact that should have
been determined based upon evidence of record. Complainants in this case must be alforded an
opportunity 1o rebut Respondent’s claim that he has not been harmed by Respondent’s collection
practices. Furthermore, on a fundamental basis, the fact that a complainant may benefit from a
rate decrease in the future does not excuse a respondent from billing him in violation of the
TariiT right now.,

b, Delinition of “bills rendered”

In Pettko, no definition of the phrase “bills rendered” was been provided by cither
Respondent or the Commission (this is also true in the present case). Indeed, the term docs not
cven exist in the Tariffs. As such, no meaningful interpretation of the authority purportedly
provided by the Commission to Respondent could be ascertained. To the contrary, the Pettko
Complainant offered cvidence that bears directly upon the Commission’s intent in authorizing

the DSIC. Specifically, that the charges arce to be applied for services rendered on or after the



effective dates of the increase. Complainant has an expert prepared to testify that this is the
common and universally accepted way that these usage based charges are applied.  Absent
explanation of the phrase “bills rendered,” or the location of that phrase in the DSIC TaniiT
language. the meaning of “bills rendered” remains a question of fact that must be resolved by
way of a hearing to determine whether Respondent complied with the intention of the
Commission in collecting DSIC fees from Complainant.

C. Definition of *effective date”

The ALJ’s Decision allowed the Pettko Respondent to ignore the plain language of the
Tariff in setting forth an effective date, by consistently applying rate changes in advance of the
determined “effective date.” These retroactive rates render the “effective dates” in the
Commission-approved Tarifl meaningless. Permitting Respondent (o apply rate increases prior
to the “effective date™ set forth by the Commission is patently unfair and a violation of the Public
Utility Code. It is Complainant’s position that such a finding is not consistent with the intention
of the Commission. Al the very least, a question of fact exists regarding the interpretation of the
phrase “effective date” as set forth in the TarifT and a hearing should be permitied on this issue.

Moreover, failure to provide notice to customers in advance of a rate change is

inconsistent with the purpose of the Code—that every rate be just and reasonable, and in
conformity with regulations or orders of the Commission. 66 Pa.C.S. § 1301. Rectroactive rate
increases without notice o customers simply cannot be viewed as just.

In accordance with duc process—a  touchstone of  American  jurisprudence—
Complainants nust be afforded an opportunity to have a hearing on cach of the alorementioned

guestions of fact. Complainants must be permitied to offer evidence and cross-examine and/or

otherwise challenge the evidence presented by Respondent.



2. The Pettho Complainant was denied the discovery necessary to
Sully and fairly develop the record.

The Pettko ALJ held that the Complainant was given that opportunity to present his case
through the serving of his direct case. However, Complainant was not given the opportunity to
fully investigate his case as, despitc numerous requests, no depositions were permitted.

52 Pa. Code § 5.331(a) states plainly that “[a] party to the Commission procceding may
conduct discovery.” 52 Pa. Code § 5.331(b) references a party’s “right to discovery.” 66
Pa.C.S. § 333(b) states that “[a] parly to the procceding shall be able to take depositions of
witnesses upon oral examination”™ subject to certain conditions, which were satisfied in Pettko.
Despite the clear language of the above statutes, and numerous requests by Complainant, he was
not given an opportunity to conduct cssential discovery during the Pettko litigation. The ALl
concluded that Complainant could not meet his burden to prove non-compliance with the tariff
{even though the burden is on the Respondent), however, the Complainant was never even
provided a {ull and fair opportunity to gather evidence,

In this case, the Complainants have not been given the opportunity to engage in any
discovery of the facts underlying the Tariff and the Respondent’s so-called “bills rendered”
defense.

3. The Pettko decision impermissibly narrowed the issue to an
“unreasonable discrimination” analysis.

Complainant’s argument was not mercly limited to discriminatory billing practices.
Complainant’s position was significantly broader—alleging that Respondent’s billing practices,
as specifically applied 1o Complainant, are unfair and in violation of lavw. While the language of
Section 1304 of the Public Utility Code, prohibiting discrimination against consumers, is

applicabic, Complainant’s allcgations were not confined to Scction {304 alone. Therclore, the




ALFs Initial Decision (affirmed by the Commission). which was limited to an analysis of
“reasonableness™ under the case law discussing Section 1304, impermissibly narrowed the
claims made by Complainant.

Furthermore, as stated above. questions concerning rcasonableness of rates and the
differcnce between rates are questions of fact and consistent with the Commonwealth Court

opinions in both PECO. 470 A.2d 654 (Pa.Commw. 1984), and Building Owners, 470 A.2d

1092, (Pa.Commw. 1984) must be resolved by the Commission. In consideration of this
Commonwealth Court precedent, it is clear that the ALJ did not have authority to resolve such
factual disputes at the summary judgment stage.  Similarly, in the present case, these factual
issues cannol be determined without providing Complainants a full and fair opportunity to take
discovery, present evidence at a hearing, and rcbut Respondent’s factual assertions.

Moreover, a review of the [acts developed in the limited discovery in the Pettko action
reflects that the PUC, itself, questioned the application of the DSIC on a so-called “bills
rendered” basis.  These facts further draw into question Respondent’s premature request lor
summary judgment in this action as well.

For example. in the original petition to the PUC for approval to implement the DSIC, the
proposed tarif{t states that the DSIC will be applied to “services rendered.”™ (The March 15, 1996
Petition is Exhibit C to Appendix). The Petition states, at Paragraph 4, that “the charge would
become effective, with Commission approval, as of July 1, 1996.” There can be no legitimate
dispute that “services rendered” must be read in the context of, and in conjunction with, the
entire tarifT so as to give meaning to the “effective date.”

The DSIC Petition was supplemented on March 22, 1996 to include another proposed

tarift. (The March 22, 1996 Supplement is Exhibit D to Appendix). That proposed tarifl again
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represented that the charge will, in fact, be applied to “services rendered” after the specific

guarterly effective dates.
In its Order approving the implementation of the DSIC the Commission noted that: “fhe

company proposes that the DSIC become effective for services rendered on and after July 1,

1996.” Certainly, this reflects the Commission’s logical understanding that a usage-based rate
would be applied atler the specific “cffective date™ of that change. With this in mind, the
Commission set forth sample tariff language that is identical 1o the approved tariff. (Sce
Respondent’s Appendix A at page 13 and attachment A thereto.) Thus, the only logical reading
of the tariff when viewed in the context of the Petition and Order approving the DSIC is that the
Commission inlended rate changes to be applied to services alier the effective date of the change.

Although they are no statutes, it is well-cstablished that when interpreting a tarilf the
canons of statutory construction apply, including the provisions of the Statutory Construction

Act, PPL Electric Utilitics Corp. v. PUC, 912 A.2d 386, 400-403 (Pa.Commw. 2006). Under

these canons of interpretation, “it is well settled that public utility tariffs must be applied
consistently with their language.” Id. at 402. As such, “a tariff, like a statute. must be construed
to give effcet to all of its terms, and when the words are clear and free Irom ambiguity, they are
not 1o be disregarded under the pretext of pursuing its spirit.” Id. at 403. Thus, “without regard
to what the wility may have intended, the utility is required to apply the language in the existing

tariff as approved by the Commission.” Id. at 402 (emphasis added); see also United States Steel

Corp. v. PUC. 850 A.2d 783 (Pa.Commw. 2004).
Morcover, Respondent’s argument is further confounded by the provisions governing
quarterly updates in the DSIC Tariff. The Taritl requires Aqua Pennsylvania to provide the

Commission, the Office of Trial Staff, the Office of Consumer Advocate and the Office of Small




Business Advocate with supporting data for each quarterly update. Obviously, the purpose of
doing so is (o approve the appropriate rate adjustiment for the following quarter. That
information is required 1o be filed “at least ten (10) days prior to the e¢ffective date of the
update.” But under Respondent’s interpretation it can start charging the new DSIC rate before
the supporting data for the rate change is even liled, much less approved. For example, for the
DSIC rate change effective January 1, a customer with a billing peried that runs from December
2 to January 2, will be charged the increased DSIC rate beginning on December 2™ even though
the supporting data for the rate change is not even filed for review by the Commission until
December 23. Such an interpretation renders the quarterly update provision of the Tariff
meaningless.

Although Claimant herein has not had the opportunity to develop a factual record to rebut
Respondent’s claims, the evidence developed in the Pettko action, upon which Respondent here
relics, is instructive. In Pettko. the Respondent relicd heavily upon so-called “pronouncements”™
of the PUC Burcau of Audits. Respondent in Pettko asserted that statements of the Bureau of
Audits sct forth the “approval” of the PUC. That assertion was simply wrong. The Pennsylvania
Code makes clear that statements in an audit are not legal determinations. Section 1.96 states:

Statements contained in formal opinions of the Commission or in
decisions of a presiding officer which are not necessary in
resolving the case, and informal opinions, whether oral or
writlen, cxpressed by Commissioners, presiding officers, legal
counscl, employees or representatives of the Commission and
reports drafted by Commission bureaus are only considered as
aids to the public, do not have the force and effect of law or
legal determinations, and are not binding upon the
Commonwealth or the Commission.

52 Pa. Code § 1.96. (emphasis added). Thus, the opinions of the PUC Bureau of Audits do not

carry the preclusive elfect advocated in Pettko. However, the cvaluations of the Burcau of




Audits may indeed be relevant and an area that the Claimant herein should be allowed to explore
to determine whether the application of the DSIC by Aqua Pennsylvania is appropriate.  In
Pettko, the PUC audits raised more questions than answers and demonstrated that the

Respondent in Pettko, like Aqua Pennsylvania herein, is misapplying the DSIC charge. For
] ¥

example, the December 1999 DSIC Audit for the year ending December 31, 1997, states:

The DSIC is 10 be expressed as a percentage carried 1o two decimal places and i1s

applied 10 the effective portion of the total amount billed 10 cach customer under

the Company’s otherwise applicable rates and charges, excluding amounts billed

for public fite protection services and the State Tax Adjustment Surcharge

(STAS).

(The 1999 Audit Attached as Exhibil E to Appendix; see Section 3, p. 5). Likewise, the same
audit discusses the collection of the DSIC:

Distribution System Improvement Charge revenue is derived by multiplying the

respective quarterly DSIC rate by the applicable portion of the total amount

billed to cach customer (excluding public fire protection service customers)

exclusive of any STAS in effect.

(see Exhibit £, Scection 4, p. 5) (emphasis added). The “effective™ and “applicable” portion of
the total amount billed suggests pro-ration. That is, the new rate is only applied to that portion of
the total amount billed afler the effective date. This language dispels the contention that Aqua
Pennsylvania is permitted to apply the increased DSIC charge to its customers for portions of
their bills falling before the effective date of the authorized rate increase.

Thereafler, in subsequent audits the confusion about the application of the DSIC only
grew. In the December 7, 2001, audit report for the two years ended December 31, 1999, the
auditor expressed further opinions that the DSIC was being misapplied. (The December 7. 2001
Audit Report is Exhibit IF to Appendix). The report notes that in response Lo the findings of the

prior audit, Penn American simply attempted to change the wording of its quarterly filings to

now state that application of the DSIC is on a “bills rendercd™ basis. It is noteworthy that




nowhere in the tariff doces it state that “application is on a bills rendered basis” as suggested in
the audit.
Morcover, despite the finding in the 1999 audit report, the 2001 report states dircetly that
Penn American is still not following its Tariff. The report states: “Our audit testing disclosed
that the Company is not totally applying its DSIC on a “bills rendered” basis.” (se¢e Exhibit FF to
Appendix at page 16.). The report notes that:
“The Company, however, is not totally applying 1ts DSIC on a
‘services rendered” basis either. The Company does not pro rate its
bills when the DSIC rate changes.™
As a result, the Burcau of” Audits did not “approve™ of how the DSIC was applied. Indeed, as
noted in the report, the Burcau of Audits could not figure out how the DSIC was applied. The
Bureau essentially threw up its hands and recommended that the tariff be changed to “wording
which describes how the company is actually billing its DSIC surcharge.” That is hardly a
pronouncement that the Bureau found the tariff properly applied as “bills rendered.”
Thereafter, the Audit Report of September 18, 2003, for the two years ended December
31, 2001, reflects more concerns with the application (or mis-application} of the DSIC. (The
September 2003 Report is Exhibit G to Appendix). Finding No. 2 of that report states:
For PA-American, the DSIC is applied to bills rendered with an ending read date
equal to or greater than the effective date of the DSIC tariff supplement, and the
new basc rates become cffective with service rendered. When the base rate
changes on a date other than the ending read date, the Company prorates the base
rates. However, when the DSIC changes on a dale other than the ending read
date, the Company does not prorate the DSIC.  This inconsistent application
could result in hilling inequities, specifically charging for fixed costs and
depreciation for the same distribution plant in base rates and the DSIC at the

same (ime. It is important to note that this DSIC tariff wording concern is not
unigue to PA-American, but generic to all companies utilizing the DSIC.
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(emphasis added). Alfler reviewing the Tariff and based upon his extensive experience in
distribution improvement charges for utilitics, Complainant’s expert has presented testimony that
bitling the DSIC on a “bills rendered™ basis violates the tarift and is inconsistent with the concept
ol distribution improvement charges. He states:

There is no support for this reasoning and it is a twisted interpretation of a
fundamental principle of how wtility rates arc charged. First, as noted, the plain
language of the tariff means what it says. “Effcctive date™ in the context of utility
rate adjustments means that any rate adjustment is only effective as of that
particular date. Penn American’s interpretation would emasculate the meaning of
“effective date™ set forth in the computation of the DSIC language in the tarifl.
The common practice applicd to all usage based charges, in addition to the plain
language of both the governing tariff and Penn American’s billing statements,
demonstrates that there is a specific effective date of the rate increases. This
would be cxpected given that it is a usage based charge. Penn American,
however, applies the increased rate cven to those portions of a customer’s bill
which predate the approved effective date.

* * *

There is a presumption that in interpreting a tariff it should be read in favor of the
customer, not the utility. In addition, tariffs are not to be read so as to be contrary
to legal principles and so as to not have a discriminatory result. In this case, the
only interpretation of Penn American’s tariff that favors the customer, that is
consistent with standard rate calculation practice, and that does not result in
discriminatory rates is that the DSIC must be prorated. Conversely, reading the
tariff in the manner suggested by Penn American results in discriminatory rates
being charged 1o customers based upon the random billing cycles. That is why a
usage based fee has a very specilic effective date so all customers are billed
consistently. The PUC could not have intended such a clearly improper and
inequitable practice. Indeed, all other states that 1 am familiar with that have
infrastructure improvement charges that are usage based, like the DSIC, prorate
the charge on customer bills.

('The Direct Testimony of Frank W. Radigan is Exhibit H to Appendix).

Thus, even though Respondent suggests that it is an established fact that it was permitted to bill
the increased DSIC charge for periods prior to the approved cilective date of the increase, there
is no documentary support for that position. On the contrary, the documents related to the DSIC

charge developed in Pettko (and which are equally applicable here) support the opposite
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contention—that “cffective date™ means just that. Respondent was required to pro-rate so as (o
only charge the increased rate afier the effective date. At the very least, there is a genuine issue
ol material fact which renders summary judgment inappropriate.

Finally, the ALY misinterpreted the Commonwealth Court’s opinton in Mill v. Pa. P.U.C.,

447 A.2d 1100 (Pa.Commw. 1982), in finding that Section 1304 permits a variation from a tarift,
so long as it is not unrcasonable. The Mill opinion simply does not stand for this propuosition.
Rather, the Commonwealth Court held that “[i]t is true that Section 1303 prohibits a public
utility from demanding or receiving a rate less than that established in the applicable tari{t, but
Section 1304 modifies that prohibition by providing that a wtility should not grant any
unrcasonable prefcerence or advantage to any person.” Mill at 1102, Contrary to the ALI's
interpretation, this language does not permit a public utility to violate a tariff. This language
merely suggests that in the event that enforcement of a tariff creates a variation in rates among
customers, that variation must not be unreasonable. There is absolutely no language in the Mill
opinion to suggest that tariffs need not be followed explicitly—as required by 1303,

4. The Pettko decision impermissibly underwent an “unreasonable burden
analysis.

The Pettko ALJ also found that “[r]equiring [Respondent]| to pro-rate the DSIC charge on
a usage basis for every one of its two million customers, as [Complainant] desires, would require
[Respondent] to read the meter for every one of its customers on the first day the new rate is
implemented.” Initially, this finding should never have been made because there was no fact of
record to support it. Additionally, this argument was never raised by the Respondent. Finally,
no authority was cited 1o support the position that a public utility may violate a tari T merely o
avoid an increased burden. In the present case, Respondent is not following the express

Janguage of its Tariff by charge the DSIC rate increase prior 10 the effective date of the increase.
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F. The Court of Common Pleas has already ruled that the Commission’s
jurisdiction over this case is not exclusive,

Respondent’s argument that the Commission has exclusive jurisdiction over all of
Complainants’ claims disregards the Opinion issucd by the Court of Common Pleas in this case,
which simply applied the plain language of Section 103(c) of the Public Utility Code.

This casc was transferred 1o the Commission from the Court of Common Pleas of
Lawrence County in order for the Commission 1o rule on certain limited issues. The case
remains pending in the Court of Comimon Pleas and has been stayed. In his December 13, 2010
Opinion, President Judge Dominick Motlo stated:

The Court finds that the PUC has initial and primary jurisdiction over the subject

matter ol this Complaint; to wil, the rates charged by the Defendant and the

Defendant’s billing practices, but that the jurisdiction of the PUC is not exclusive

beyond these matters and the remedies allowed by the Public Utility Code...

[Tlhis proceeding shall be stayed pending the transfer of this case to the PUC,

with this Courl to thereafier proceed on the claims not resolved by the PUC after
its eventual rulings on issues relating to rates and billing practices.

Opinion at 2 (emphasis added). Respondent inexplicably argues that the Commission should
rule that the Court of Common Pleas has no jurisdiction over any of Complainants’ claims when
the Court itself has already ruled that it does in fact have jurisdiction. The Commission s not
empowecred to determine the jurisdiction of the Court of Common Plcas contrary 1o the Court’s
own ruling. Morcover, to do so would violate Section 103(c) of the Public Utility Code.

Further, this precise issue was brought before the Commonwealth Court in the Pettko
ase. The Court held that the Pennsylvania Public Utility Commission does not have exclusive

jurisdiction over a customer’s claims under the UTPCPL. Pettko_v. Penn Amcrican Water

Authority. 39 A3d 473, 483 (Pa.Commw. 2012). This decision is decisively in favor of

Complainants and contrary to Respondent’s position.
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The Court’s retention of jurisdiction over matters outside the Commission’s purview is
consistent with the plain language of Section 103(¢) of the Public Utility Code. Respondent’s
interpretation, on the other hand, would render Section 103(c) virtually meaningless and grant
public utilities immunity for a wide range of unlawful conduct. Section 103(c) of states:

Remedies cumulative. Except as otherwise provided in this part, nothing in this

part shall abridge or ailter the existing rights of action or remedies in equity or

under common or statutory law of this Commonwealth, and the provisions of this
part shall be cumulative and in addition to such rights of action and remedies.

66 Pa.C.S.A. § 103(c) (emphasis added). Thus. the plain language of the Public Utility Code
states that the remedies provided to customers by the Commission do not nullify the statutory
and common law rights of action also available. Respondent argues that this provision only
applics to remedies that arc “unrelated to rates and services.,” Respondent’s Briel at Paragraph
53. This inl.crprclalion is unsupported by the language of the statute or by common sense. It is
difficult 1o imagine how a customer could have a claim against a public utility that was
“unrelated o™ cither “rates” or services.” Under Respondent’s position, public utilities would be
immune from all of the remedies that Section §103(c) was enacted to preserve,

The jurisdiction of the Court of Common Pleas in this case has already been determined
by the trial court and aflirmed by the Commonwealth Court. It is further supported by the plain
language of Scction §103(c). The Commission is required to rule on those matters within its
own jurisdiction and leave the Court to resolve any other matters in a manner consistent with the
Court’s Opinion,

G. Complainants are cotitled to the relief requested in the Complaint.

Contrary to Respondent’s arguments, Complainants arc entitled to the relief requested in

the Complaint. Complainants are entitled to a refund for amounts billed to them prior to the

effective dates of increased DSIC charges. A refund on this basts would not constitute
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retroactive rate-making or violate the “Commission-made rates™ doctrine because the
Commission never authorized Respondent to bill increased charges before their effective dates.
On the contrary. Respondent’s practice makes a mockery of the very coneept of an “cltective
date.”

The other relief requested by Complainants may be awarded by the Court of Common
Pleas when it lifis its stay and makes its ruling in light of the Commission’s ruling.

1.  CONCLUSION

Respondent’s Motion, which is premature, fails to establish as a matter of law that
Respondent is permitted to charge its customers, including Complainants, increased DSIC rates
for periods of their billing cycle which occur prior to the effective date of the rate increase. To
the contrary, Respondent’s billing practices untairly and disproportionately burden its customers
with unauthorized charges in violation of the Commission-approved Tariff, the Public Utility
Code, and other Pennsylvania law. Additionally, Respondent’s argument that the Commission’s
jurisdiction is exclusive is contrary to the authority provided by the Commonwealth Court and
the plain language of the Public Utility Code. Respondent’s Motion for Summary Judgment

should be denied.

DEL SOLE CAVANAUGH STROYD LLC

By:

‘ 4
Stephgy 1. DelSole // v
Patridk K. Cavanaugh

Counsel for Complainants
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Supplemaent No, 88

pA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU ()
Water-Pa. P.U.C. No. |
Third Revised Pape No. 20A
Canceling Sceond Revised Page No. 20A
DISTRIBUTION SYSTEM IMPROVEMENT CHARGE

Aqua Peansyivania, Inc.

main ¢leaning and relining {aveount 3310} projecis; and

un-reimbursed funds related 10 capital projects w relocate Company tacilities due to

highway relocations. (account 3310}
Effective Date: The DSIC will become effective for bills issued on and afier January t,

1997,
IL. Compultalion of the DSIC
Caleulation: The initial charge, elfective January 1, 1897, will be caleulaed to

recover the fixed costy of eligible plant additions that have not previously been reflected in the Company's
rite buse and will have been placed in service between September 1, 1996 and November 30, 1996,
Thereafier, the DSIC will be updated on 2 quarterly basis 1w reflect eligible plant additions placed in service
doring the three month perinds ending one month prior o the effective dute of each DSIC update, Thus,
changes in the DSIC rate will occur as follows:

Effective Date Date 'To Which DSIC Eligible
Of Change Plant Additions Reflected
April | February 28/29
Julv | May 31
October | August 31
Jamary | Noventber 30

The fixed costs of eligible distribution sysiem improvement projects will consist of
depresiation and pre-lax return, calculated as Intlows:

Depreciation: The depreciation expense will be caleulated by applving 1o e original
cost of DSIC-eligible property the aunual acerual rates employed in the Company's last base rate case for
the ptant accoumts in which eacli retirement unit o' DSIC-eligible properiy is recorded,

Pre-tax return:  The pre-tax reiurn will be caloulated using the state und federal income
wx raies, the Company's actual capital structure and actual cost rates tor tong-term debl and preferred siock
as of the last day of ihe three month period ending one month prior w the eltective date of the DSIC and
subsequent updaies, “T'he cast of equity will be the equity retum e approved in the Company's fast fully
litigated base rate procceding for which a final order was entercd not more than 1wo years prior 1o the
effective dute of the DSIC. 1f more than two years shall have elapsed between the entry ol such 2 final
wrder and the effective date of the DSIC, then the equity vemrn rate used in the caleulation will be the
cauity return rale caleulated by the Commission staff” in the fatest Quarterly Report on the Barmings of
Jurisdictional Urilities released by the Comumission and labeled Distribution System Improvement Charge
Return in its Value Line Water Company Group analysis.

DSIC Surcharge Amount: “The charge will be expressed as a percentage carried (o two
decimal places and will be applied to he effective partion of the total amount billed 10 cach customer under
the Company's ofherwise applicabice rates and charges, excluding amouns billed for public [ire prowction
service and the Sate Tax Adjustment Surcharge (STASY To calenlite the DSIC, one-fourth of the annual
fixed costs associated with all property cligible for cost recovery under the DSIC will be divided by the
Company's projected applicable revenue for salex of water for the quarterly peviad during which the charge

will he elfective.

Fftectiver August 15, 2000

Issued: Auvgust 14, 2009




Supplement No. 88

o

Water-PA, P.ULCL No. |
Third Revised Page No. 20B

Adua Pennsvlvania, Inc.
Canceling Sccond Revised Pave No. 2013

DISTRIBUTTON SYSTEM IMPROVEMENT CHARGE

Fornub; The formula lor calculation o the DSIC surcharge is as
fullows:
NSIC= (DS x PTRRY} - Dep + ¢
POR
Where,
DRI= the originat cost of cligihle distribution systemn improvement

projests, et of accimulaied dJeprecimion.

PIRR= (he pre-tax retorn rvate applicable o cligible  distribption system
Iprevenent projects, -

Dep=  depreciation  expense  dclaled 1o eligible  distribution  systen

improvemenl projecs.

the amount calculated under the annual reconcibation leature s

“

described below,

PQR= profected quarterly revenue including revenue from exising
customers plus revenue {rom any customers which will be
acguirgd by the beginning ol the applicable service period.

Quarterly updates: Supporting data Jor cach guarterty update will be filed with the
Conuussion and served upon the Oflice of Trial Staft. the Office of Consumer Advocate and the
Oftice of Small Business Advocate ot least ten (103 days prior to the effective date of the update.

. Safeguards

Cap:The DSIC will be capped a1 7.5% of the amount billed 1o custmmers under otherwise applicably rates

and charges,

Audits/Reconciliztion: The DSIC will be gsubject o qudit ai intervils determined by the Commission. 1t witl
also be subject to an annual weconcifiution baxed on g reconcifintion perind consisting of te twelve monihs
ending December 31 of each year The revenue received umder (he DSIC for the reconcitiation period wilt
e cotapared 1o the Company’s cligible costs for that period. The difference between revenue and costs will
be recouped or refunded. as appeopeiale, in accordange with Section [M7(e) over o one-year pesiod
commiencing on April | ool ench year, {FDSIC revenues exaeed DSIC-¢hygible costs, such overcollections
will be refunded with interest, Inlerest on the overcollections will be caleulated an the residemial morgage-
tending rine specitied by (he Secretary of Bankiog in accordunce with the Loan hierest and Protection Law
GRS sea 131 et seq.land wilk be refunded in the same nmnuer as an overvelbection,

tssued. Augost 14, 2000 RAIETER Effective: August 15, 2009
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i

Water-PA, P.U.C. No. |
Fourth Revised Page No, 20C

Aqua Pennsvivania, e,
Canceling Third Revised Page No, 200

DISTRIBUTION 8YSTEM IMPROVEMENT CHARGE

New Base Rates: The charge will be reset a1 zern as of the cfiective date ol new base
1ates it provide Tor prospective recavery of the annual costs that had theretefore been recovered under the
DPSIC. Thegealler, only the fixed costs of new cligible plant additions, that have not previously been
reflected in e Company's rute base, would be refleeied in the quarterly updates ol the DSIC.

Eaming Reports: The charge will alse be reset at zero if, in any quarter, data liied with
the Conunission fu the Company's then most recent Annual or Quacterly Earnings Report (Schedule 13-2,
tine 1d3show that the Company will earn a rate of return that would exceed (he allowable rile of relrn used
to caleninte its lised costs under the DSIC as described in (he Pre-ax return section. (€)

Customer Notice: Customers shall be notified of changes in the DSIC by including
apprapriate mfornmation on the first bill they receive following any change. An explanatory bill insert shall
also be included with the first billing.

(C } Indicates Change

Vitective. Auguast 15, 20y

basuwed: Awugast 14 2000 St
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Service 10; Account Number
DONNA/WALTER PAINTER
AOUA 726 COLONY DR 001055660 0765013
NEW WILMINGTON, PA 16142 SHENAMNGO

1157850 PV & DPAGIEONE

Guestions abour your water service?., . Comact us bitore thi doe date,
Bill Drated Tedal Agunt D taregnt Chages Qo DRt

Tel: 877.947.2782
Fax: 866.780.8292

Aqua Pennsylvania, Inc.
762 W, Lancaster Avatug

By Minwr, PA 190103189 e Mall: custservidaquaamerica.com March 04, 2010 $ 25.49 March 26, 2010
Meter Data FAutis RIr. Bt Mengd Dy Wisies Ty Wieteat Feesie b Ty [JEI
50802050 4B T 0300 28 Actusl 32700 A0 Colw F e
Q20111 Actual 32500
Average Qatly Usage = 7 Cubic Feet Tolat Days: 28 fotad Usage M Cutne | et
I CF equals 7 48 gallons
- . . Water Usage History
Billing Detail )
Arnaunt Owec rom Last Bl ..o % 37.83 o
Tolal Paymens RAGEIVEd...... .o oo+ i o . 37.83 iy
Remaining Balance ... s s 0.00 it ”"‘
Lustomer ChAMGE..... s v+ e et e e, 13,15 b3 |
200 cubic teat @ $0.052715per CF ... .. 10.54 |
Tolgl Water Charges ... e e e 23.68 3 l
PYSI0 CHatge. .. o o o e e e e 1.78 e M e e A R 2 B e e
Sl,ITChHTQG ................................................................ (02 [ead Typas: B Actual P Estineted E Customer
Amount Due.......covvviriiiiirenns bbb § 25.4%

RECEIVED

- MAY 2 4 2013

PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU

Message Center (see revarse side fur olher intormalion)

« Elfective Junuary 1, 2010, Ihe allowable DSIC charge is 7.5%, which reflects 3203 millian in distritution: system arprovetmetls imade by e comprny
since June 2008, incluching the replacernent of aging water pipes and other infrastucture #s well 3z improvements 10 waler goaity

« [ffgtivis March 1, 2010 the STAS sumharge rate s 0 1038% to reflect the revoactive change in the 2004 Capital Stock and Franetie [harate hom
1 89 rmills to 284 mulls,

= |f you are a dow-income customer and you are unable to pay your pasl-due account, please calt 877 Y87 2782 1or mure infarmation abuul Agui
Pennsylvania's low-income customer assislance “Helping Hand® program

Keep tap poion fon yoon 120 ds.
Return s portian with your paynént,

Surnane o

AQUA  Water Bill

Aqua Pennsylvania, [nc,
762 W, Lancaster Averiug = Bryn Mawr, PA 19010 3489

RTTTIA F1) PR TR LPPY I PITE TR UTR N 1Y 219451 AT O 357

D EL R
kot kbt bk AYTO£23- DIGTT Lkl LT P Bhb
DOMNAMWALTER PAINTER
126 COLONY OR
NEW WILMINGTON PA 18142 5014

Edehted il ihl s b D115 0 el

LT DR T

DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

Account Numbxe

001055660 0765013

Curteat Chinges Due D

March 26, 2010

Amaunt Nue

$ 25.49

Ampunt Friclosed

1

Flease make check payable Lo Agua PA,
Print your aceoust nuniber on your check,
1hen mail to address on back.

001055LL007650130000000025490
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AQUA

Aqua Pennsylvania, Inc
702 WL ancaster Avenuk
Bryn Mavar, Ba 190 H) 5482

Service To:

126 COLONY DR

Iel: 877.987,.2782
Fa.: 866.780.8292

Meter Data A [y o s 1O,
HUEIZO5Y 418 G1/04n0 4
1261109
Average Datly Usige - 14 Cobie Fegt Totat Oiys 34
10E equals 7 a8 galton:
Bifling Detail
At Qe lrow Last Bl 3T
Tulal Haymenls Recaneal YL
Balance ........occovieieon et e - 0.60
Customar Charg: . . 1315
ALt feet @ $0 05251 por OF 1473
Beal 2340 eubie fosl @ 5O OB0075 pur OF 1382
Foaki! Wartet Chuarygss | 41.20
DEICChargs .. oo v v e e , 3.09
Amount Due 0202010 oo e $ 44.29

Message Center (soe iaverse sidla for elhea infoimabion)

DONNA/WALTER PAINTER
NEW WILMINGTON, PA 16142
Cuiestions about yoar water servige?, |

Bl Date
& Mat: custserv@aquaamerica.com  January 11, 2010

Actugl
Actual

J

.
B n
i o
el
et '
B T e T (L R B I PR T B PR

PAINTER & ﬂ.SSDC*S PAGE 07

Account Nurber

001055660 0765013
SHIEMANCGL
(AT P P ARG
Contact us before thes Gug dale,

Total Amoant Do 1306 1 ety

%5 44.29 February 02, 2010
[« HUBA 1 v he e
32100 B0 Gl F el
31640
L Lotk T et

Liatieok Lsiaes

Water Usage History

Baad 1, B aAciual Ul Esbusiabed i1 Curroennn

« Pllective January 1, 2010, the allowable DS charge is 7.5%, which reflects $203 nullion in disiebubon systent mbrosvoinenls sl by We cotnpiny
snce June 2008, mgluding the reptacerment ol aning waler pioes and other infragknclone de well @ g wcments e wate gualily
=1y aane o Ioweineemie customer g you are unable 10 pay your poshoue agoount, please gall 5725947 2782 lor mone mlormalon st Aqui

[Fennsylvaiia's low-insume cuslomer assestance “Helping Hand® program

* Pease note, your acooimt number is a 16-digit number The Tull 168-digits inchudting any Zeros must be providee 1o enstime coneel dnd prongt posting

L v Agua account

R LU (A TIST PO yOnn rertanddh,
Ratuen this pes ton with yore paynwnt,

AQUA  Water Bill

Aqua Pennsylvania, Inc.
02 W, Tancaster Aveiue o Beyd Fav, PA 191103489

HEEIZ AT O A5/
Wiyt

Thede g s AT 23-PIGIT L) ¢ LG P o200
CHOMNAMALTEIR PAIFTER
126 COLOMY OR

MNEW WILMINGTOM PA 16142.5014
II|I|||'|IJ|||||”||lI.”I“’lltlulllll”ll’lIh“IlIllIII“ll"
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Sdvere Tor
DONNA/WALTER FAINTER
126 COLONY OR
NEW WILMINGTON, PA L6142

Avrpuet Nepbiey

001055660 0765013
Lo Dt

February 02, 2010

Tudat Annount Do
$ 44.29

Annnt § nciaed

Please inake check payabile 1o Agque A
Print your aceount tunilser an yorn bk,
then snanl b addresy on e b,

00L0556L007E50L300000000QM4 A4 L



01/01/1994  ©8:22 ?249419‘3 PAIMTER & QSSDCI.S AGE 15
QUESTIONS ABOUT YOUR BILL ?
Customer Service: 377 WTR. AQUA or 877.987.27582 Fax: 610-645-1160 e-mall: custserv@aquaamerica.com www.aquapennsylvania.com
If you have a billing question or complaint, call or write to us before the dua date on your bill. You can contact us for a rate seherule which is an
explanation of how to verify that your bill is correet or for an explanalion of our charges. Our cuslomer service addrass is lisied on ha frent of the
bill. You may also call, fax or e-mail your comments to one of the customer service telephane numbers or at the ¢-mail address listad above.
When writing, please Use a separate piece of paper and include your name, address, and account number, Notes wiitien on the bill may delay

processing of your payment.
EXPLANATION OF TERMS
Actual (A} Read: Mater reading obtained by a company employee or one of our automatic meter reading systems.
Customer Charge: This charge covars tha cost of having water service available, including operations, maintanance, meler reading, and other
necessary services lhal are not covered under the consumption charge. Il is billed whether or not you use any water.
Customer Read. Mstor reading obtainad from our customer.
Distribution System Improvement Charge (DSIC): The DSIC is a percentage charge that is applied to the bill, The charga covers costs assotiated
with replacing aging distribution system fagilities, such as water mains, samvice lines, meters, valves, fire hydrants, efc.
Employee Identification: All smployees carry aiidentification card showing their picture and employes number.
Estimated (E) Bill: When wa are unable to read your meter, we basa the bill en your past waler use. I you receive an estimalad bill, you may have a
new bill by reading the meter and calling the company with thal reading. Note, revised hills will not be issued after tha due date of the estimared bl
Late Charge: A penalty of 1.25 percent on unpaid balancas, not to excastd 15parcent yeany.
Meter Reading: We altempt lo read the water meter every billing period. We either have our malar readar visil your propeity or obtain fhe reading
through one of our automalic meter reading systems.
Minimum Charge: This charge includes a waler allowancs, plus the cost of having water service available, including operatinns, mainfenancs, mater
reading, and other nacessary services (hat are not covered under the consumplion charge. Il is billed whethar or not you use any water.
Payment Methods: You can pay your bill by any of the following methocls:
Bymall:  Place your chack or money order in the enclosed pre-addressed envelope. Put a stamp on Ihe envelope and mail if to us.,
Aqua Panngylvania: £.0. Box 1229, Newark, NJ 07101-1229, DO NOT SEND CASH.
By phone:  Customera with bank accounls or eredit cards may pay their bills over the phane for a feg by calling this toll free number:
B66.269.2906. Custormars with bank accounts may also pay through their bank, {Call the company or your bank for details.)
In Person:  You can pay your bill in person with cash, check, or mongy order at several focations throughout the Aqua service terrifory.
Plaase call ys or visit www.aquapennsylvania.com to find the location closest to you,
ZipCheck®: A program in which your payment is automalically deducted from your bank account. You save Ihe cost of postage and using
bank checks, Dalails and applications are available from the company. Please call our Customer Service Departmant.
Payment Terms: You should pay your bill on or before the due date.
Return Check Charge: If for any reason your check is retumed lo us from the bank, we will add a service charge lo your account,
State Tax Adjustment Surcharge (Surcharge): This is a charge for certain tax changes, which the Pennsylvania Public Utility Commission allows
the company ta recover.

Plaase taar atong the fold and raturn this poartlon with your payment.

PLACE THIS STUB SO THAT THE
NAME “Aqua Pennsylvania
SHOWS THROUGH THE WINDOW
OF THE PAYMENT ENVELOPE.

Aqua Pennsylvania

P.0. Box 1228
Newark, NJ 07101-1229

”lllllllll“l”"lHl|l"lll”lllllllIl”llllllllllllllllllll
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Service To: Accoumt Number

AQEJ A e e PAINTER 001055660 0765013
) WL HANG

NEW WILMINGTON, PA 16147

(RS R TR AR YR |
Ague Penusylvarria, Lo, lul: B27.9B7 2782 Questions about yon w0 sanace? L Contacl us Pefores e o thode
6.3 WL AR st Avetige Fin: BE6.7B0. 8297 SHERRY Lol Hanwaan L ) nne Fivwe [wanee
iyt Bdinan | PA TS0 HO: 380 v bl custscrvibadquaamerica.com Deceamber 04, 2009 3 37.74 December 28, 2009
Met('.‘.l‘ Data fhe : ity ennad 1o, LTS i ikl . o
LU0 il 100G 1A Azhat KR e Cuban 1yt
1102108 At BIN(IE
furigge Laly Uksagee - 1 G Fet Yot Dy 24 fatal b Ang ol e
POl apats R agllois
. Water Usage History
Billing Detail
b
Aot Owed from | asl il 2 E0 ¥
Losla Haymgnls Rooewoad 31730 . =
Balance . ... ... . o e e e.00 - i
Citsloii Chige (R |
S ot @R Sl O T 19 o
Vet VA b Fral g S0 TR0 pr Il
Do Waler Chalges . Gty T D 2 T
B '\.:|1illl:_||: 2Ll Hoeath | gpne M Actua Eobunat et L} ustonmn

Amount Due 12128109 . ... e e s .. $ 3774

Message Center (seu e side b adoniation)

= | Beebver Detgben 1,600 the dliowsdahg [0 chatige is ¢ S5t which rellocts SUH ol 1 st seeloans g et vk by e
SNy g June O gaetding e egplacamont ol Aoy water pifss o -toat s a5 wel' anoaapovenenls ]G wnle ety
Prstmylvana Frobihe Uilty Conmigsion patmids & nasmur nilagiioetuee gnmhiege o6 7 08%

oy A1 s o el ShEomg and v g el o ey youn pslaie durunl g sl S50 IR oo cnfarmaiize abead Avp
Fapisylvanra's low meomiz sasiomer asseitimee Thalpmg Haned” progata

B LoD peshin fon vehan etz \
el g

ko EHIG 20 T il le etnn payenvin, B
DONNAWALTER PAINTER

AQUA Water Bill 126 COLONY DR

Aqua Pennsylvania, [ne. NEW WILMINGTON, PA 16142

e WL ANC sl Aoy e By s, A DHITTG Cfis
wir bt Feovign

001055660 0765013

oatgh Aot o D Dt
$ 37.74 December 28, 2009
P N TRV AT R IR T
' o e Squanl ¥ ockeasd
SRt AT G e eSO RIGTT WL s et ;
CONNAMYALTE f2 PAINTER
“).Tj' < COLONY l”)l"” ) Plegges makee Lk ey abibe o Agqoe BA
MBS WAL MIDE Tatd A 161404 B 1d Pl yore acconl nurmben oyl e,
IIl“‘l'l'“'”‘"ll"”,.i“l‘”lI'I'hl‘h”"lI“I”""”"” e st To i eess o6 b k.
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126 COLONY DR

Aqua Pennsylvania, Inc. Tel: 877.987.2782

DONNAI WALTER PAINTER

NEW WILMINGTON, PA 16142

001055660 0765013

SHENANGO [

Questions about your water service?... ContEct us bef#re the due date.

762 W. Lancaster Avenue Fax; 866.780.8292 Bill Date Total Amount [:)ue Due Dite
Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com January 07, 2008 $ 26.66 January 29, 2008
Meter Data Meler Size Bilng Penod  Days Read Type Meler Readings i Usage Units
58882058  5/8 01/03/08 30 Actual 22100 | 300 Cubic Feel
1204107 Actual 21800 i
Average Daily Usage = 10 Cubic Feel Total Days: 30 Tolal Usage: ‘ 300  Cubic Feet
1 CF equals 7.48 gallons ' |
!
Billing Detail Water Usage History
Amount Owed from Last Bill .............oooocoeceriovcrrieerene $ 2665 i
Tolal Paymenis RECEIVED............o.c.omrvvsrirevsirracsirricans 26.65 o
BAIANCE ....oroeeooeeeereees s cseseee st esemiseree s 0.00 g
Customer Charge. ..., 11.50 k) é
270 cubic feet @ $0.045025 per CF ....ooovvvv.. 12.16 &
Mext 30 cubic feet @ $0.050995 per CF ... 1.53 =
Total Water Charges ... 25.19 o oDt oy Do
DSIC ChAIGE. ..o 1.26 - PR Nay n AT Aug Se
SUICRATGE - oeeov oot 0.21 Read Types: M Actual [J Estimated Customer
Amount Due GH29/08 ... $ 26.66

Message Center

* Effective August 26, 2007 the State Tax Adjustment Surcharge {Surcharge) is .85% of your waler charges.

= Please note your account number is a 16-digit number. The full 16-digits must be provided to ensure correct posting of your Aqua payment.

« Effective January 1, 2008 the allowable DSIC charge is 5.00 %. This refiects $126.1 million in system improvements made by the company since
July 2008. These improvemenlts inciude the replacement of aging water pipes and other infrastructure as well as improvements 1o the quality of the

waler that we serve.

1157850

aturn this portion with your-payment.
Keep tap postion for your records.

AQUA  Water Bill

Aqua Pennsylvania, Inc.
762'W. Lancaster Avenue « Bryn Mawr, PA 19010-3489

L\q M ’/”Nq%i/

Seq=39823 Cye=1554 1up=562051 H ’3

xxxkexxxAUTO**3-DIGIT 11l € 112 P 12k
DONNA/WALTER PAINTER

126 COLONY DR ,

NEW WILMINGTON PA 16142-5014

IIII“I“IIIII“lIII|ll|l'lllII“IllIlI”Iillllllill”llllllll
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IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION

PA6430051'L: L

Service To:
DONNA/WALTER PAlNTER
126 COLONY DR
NEW WILMINGTON, PA 15142

Account Number
001055660 0765013
Total Amount Due Due Date

$ 26.66 January 29, 2008

Amount Enclosed

LD

please make check payable to Aqua PA.
Print your account number on your check,
then mail to address on back.

00L0556500765013000000002bLL7
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Aqua Penansylvania, Inc.

DONNA/ WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

Tel. 877.987.2782
Bill Date

=

&“"ﬁccou Ui
001055660 0765013

SHENANGO

Questions about your water service?... Contact us before the due date.

Total Amount Due Due Date

762 W, Lancaster Avenue Fax: 866.780.8292
Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com February 08, 2008 $ 37.46 March 03, 2008
Meter Data Meler Size Billing Penod  Days Read Type Meter Readings Usage Units
58882059 58 02/05/08 33 Actual 22600 500 Cubic Feet
(1/03/08 Aclual 22100
Average Daily Usage = 15 Cubic Feat Total Days: 33 Tolal Usage: 500  Cubic Feel
1 CF equals 7.48 gallons
Billing Detail Water Usage History
Armount Owed fram Last Bill .......o.ooooev oo $ 26.66 o 1
Total Payments Received...........cccoevecirievsnecinn s 26.66 . S prom— eessee=
BAlaNCe .....cvcovnvoreceiecani s seares e sseaeres 0.00 g‘f “
Customer Charge.........ooveeveonceriocmicereicrcrcrinces 11.50 z é nr
270 cubic feet @ $0.045025 per CF.......ccccocore.... 12,16 ¥ " T -------------------------------------------------------------
Nexl 230 cubic feet @ $0.050995 per CF ... 11.73 « wl
Total Waler Charges ... oo eeremeerecee e e 3539 1 - e nmm
DSIC CRAIGE..... oo oo 1.77 pr May Jun i Ag Sep e den
SUICRAIGE ... cvoeoeeeeeieeeeeeeeee e ee et s 0.30 Read Types: M Actual 1 Estimated Customer
Amount Due 0303108 ... $ 3746

Message Center

» FEffective August 26, 2007 the Stale Tax Adjustmen! Surcharge {Surcharge) is .85% of your water charges.
* Please nole your account number is a 16-digit number. The futl 16-digits must be provided to ensure correct posling of your Aqua payment.
= Effective January 1, 2008 the altowable DSIC charge is 5.00 %. This reflects $126.1 million in system improvements made by the company since

July 2006. These improvements include the replacement of aging water pipes and other infrastruciure as well as improvements to the quality of the

waler thal we serve,

1157850

Return this portion with your payment.

. Keep top portion for your records.
AQUA  Water Bill

Aqua Pennsylvania, Inc.
762 W, Lancaster Avenue « Bryn Mawr, PA 19010-3489

q
e ;Z[ij'g,q g H

Seq=31680 Cyc= 1554 1up=574780

*xkxxkxxAUTO®xx3-DIGIT 1kl C 391 P 1089
DONNA/WALTER PAINTER
126 COLONY DR

NEW WILMINGTON PA 16142-5014
Ll essedlebiel bbb esed Ldeddid Vil baeh b

IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION

PAB430054; -

Service To:
DONMNA/WALTER PAINTER

126 COLONY DR
NEW WILMINGTON, PA 16142

Account Number

001055660 0765013

Total Amount Due Due Date
$ 37.46 March 03, 2008
Amount Enclosed

TN

Please make check payable to Aqua PA,
Print your account number on your check,
then mait to address on back.

00105S66007L50130000000037469
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‘1’25‘2‘3{3‘;“#{;“ PAINTER . 001055660 0765013

NEW WILMINGTON, PA 16142 SHENANGO

Aqua Pennsylvania, Inc. Tel: 877.987.2782 Questions about your water service?... Contact us before the due date.

762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Due Date

Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com March 06, 2008 $ 32.06 March 31, 2008
Meter Data Meter Size Billing Period Days Read Type Meler Readings Usage Linils

55682059 58 03/04/08 28 Actual 23000 400 Cubic Feet
02/05/08 Actual 22600
Average Daily Usage = 14 Cubic Feet Total Days: 28 Tota) Usage: 400  Cubic Feet
1 CF equals 7.48 gallons .

Billing Detail Water Usage History
Amount Owed from Last Bill ... 3 37.46 o/ (.
Tolal Payments Recaived............cccocooevcvvceve e 37.46 ; S g ——
BalaNCe ....vrevecieiaeicre e b 0.00 gf A e e g
CUSIOMEr CREIGS...........o.e.ovvoeeeeeeesenecess e, 11.50 §§ »

270 cubic feet @ $0.045025 per CF ..........ccc........ 12.16 ] S

Next 130 cubic feet @ $0.050995 per CF ............ 6.63 s b
Total Water Charges ... . 30.29 o _ _
DSIC ChAIGE.....ooce oo eeereeese oo 1.51 Mar Apr ey dun il Aug Sep Ot Nov Dec Jan Feb Mar
SUMCRAIGE ..ot e 0.26 Read Types: M Actual {J Estimated B Customer
Amount Due 03131108 ... e $ 3206

Message Center

* FEffective Augusi 26, 2007 the Stale Tax Adjustment Surcharge (Surcharge} is .85% of your water charges.

* Please nole your account number is a 16-digit number. The full 16-digits must be provided 1o ensure correct posting of your Aqua payment.

» Effective January 1, 2008 the allowable OSIC charge is 5.00 %. This reflects §126.1 milfion in system improvemenis made by the company since
July 2006. These improvements include lhe replacement of aging water pipes and other infrastructure as well as improvements to the quality of the

water that-we_serve.

1157850 IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMAT!ON pA543005?‘b »
Retumn this-portion with your payment. Service To: .
Keep top portion for your records. IDS:ESS)NNAYLLERR PAINTER
A QU A water Bll I NEW WILMINGTON, PA 16142
Aqua Pennsylvania, Inc.
762 W. Lancaster Avenug « Bryn Mawr, PA 19010-3489 Account Number
001055660 0765013
7////09 Total Amount Due Due Date
i $ 32.06 March 31, 2008
Amount Enclosed
Saqe36816 (Cye=1554 1up=583517 2/13/0 g \mount Enclosed
kexxkxx¥AUTO*x3-DIGIT LBL C 100 P 211 $| L J[ |
DONNA/WALTER PAINTER i iy
126 COLONY DR I y K Please make check payable to Aqua PA.
NEW WILMINGTON PA 18142-5014 p Print your account number on your check,

then mail to address on back.

llll”l”I|l||”|lll'llilll'lll”lIllll”l{lIIIIII'I'III'H'II
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PA6430054

Notes:

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

Fluoride: Fluoride may help prevent tooth decay for children, but can be hamnful in excess. Customers in the Shenango Division receive waler from
fluoridated supplies. This information may be helpful to you, your pediatrician or your dentist in determining whether fluoride supplements or

treatment are appropriate.
Maximum Contaminant Level (MCL): The highest level of a conlaminant that is allowed in drinking water. MCLs are set as close to the MCLGs as

feasible using the best available treatment lechnology. Some levels are based on a running annual average.

Maximum Contaminant Level Goal {MCLG): The level of a contaminant in drinking water beiow which there is no known or expecled risk 1o health.
MCLGs alksw fur a margin of safsty.

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

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

NA: Noi applicable.

ND: Not detected.

NTU: Nephelometric turbidity unit (cloudiness of water).

ppb: A unit of concentration equal to ane part per billion.

ppm: A unit of concentration equal 1o one part per million.

PWSID: Public water supply identification number.

Total Organic Carhon: The level reported under 'l.evel Found” for Total Organic Carbon (TOCY) is the lowest ratio belween percentage of TOC
actually removed 1o the percentage of TOC required to be removed. A value greater than cne indicates that the water system is in compliance with
the TOC removal requirements, A value of less than ane indicates a Treatment Technique violation of the TOC removal requirements.
Turbidity: Monitared as a measure of treatment efficiency for removal of particles. Plant Performance Level: 0.3 NTU.

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

Unregulated Centaminant Monitoring Rule: During 2003, monitoring was conducted for a series of unregulated compounds. This is a federal
program and results were reported to USEPA. There were na unregulated contaminants detected in the Shenango Valley Division system.

Our water systems are designed.and operated-to deliver-water-to our-customers’-plumbing systems that-complies with!stale and federal
drinking water slandards This waler is disinfecled using chlorine but it is not necessarily sterile. Customers plumbing, includingAr 51540

like hotets and lnsmuuons serumg susceptible populations (like hospitals and nurssng homes), shou!d properly operate and ‘maintain the
plumbing systems in these facilities. You can obtain additional information from the EPA’s Safe Drinking Water Hotline at 800.426.4791.

(AN
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PA6430054

AQUA.

2007 Shenango Valley Division Water Quality Report
PWSID# PA6430054

Este informe contiene informacion muv importanie sobre st agua de beber. Tradizealp o hable con alguien que lo entienda bien.

Abaout Your Drinking Water -- Aqua Pennsylvania, Inc. {Aqua) is pleased to provide you with its 2007 Consumer Confidence Report for the
Shenango Valley Division (public water supply 10 PA8430054), which contains important informalion about your drinking water. The report
summarizes the quality of water Aqua provided in 2007 including details about water sources, what the water at your tap contains, and how it
compares to standards set by regulatory agencies, We are pleased to report that we were in compliance with all water qualily regulations in 2007.
Although the report lists only those regulaled substances that were detected in your water, we test for more than what is reported. This report is only
a summary of our testing during 2007. If you have any questions about the information in this report, please call 724.347.7418.

Sources of Supply - Water for the Shenango Valiey Division comes from the Shenango River, which is fed by a 650-square mile walershed located
north of Sharon, Pennsylvania. A Source Water Assessment for the Shenango River was complsted in 2003 by the Pennsylvania Department of
Environmental Protection {DEP). information on source waler assessment is available on the DEP Web site at www.dep.state.pa.us (DEP keyword
“source water”), Complete reports were distributed to municipalities, water suppliers, local planning agencies, and DEP offices. Copies of the
complete repart are available for review at the DEP Northwest Regional Office, 814.332.6899.

The sources of drinking water (tap water and bottled water) include rivers, lakes, streams, ponds, reservaoirs, springs, and wells. As water
travels over the surface of the land or through the ground, it dissolves naturally occurring minerals and radioactive material, and can pick

up substances resulling from the presence of animals or from human aclivity.

Contaminants that may be present in source water include:
» Microbial contaminants, such as viruses and bacteria, which may come from sewage treatment plants, septic systems, agricultural livestock

operations, and wildlife,
¢ Inorganic contaminants, such as salls and metals, which can be naturally occurring or result from urban stomm runoff, industrial or domestic

wastewater discharges, oit and gas production, mining, or farming.

+ Pesticides and herbicides, which may come from a varisty of sources such as agriculture, stormwater runoff, and residential uses.

» Organic chemica! contaminants, including synthelic and volatile organics, which are byproducts of industrial processes and petroleum production,
and can also come from gas stalions, urban stormwater runoff and seplic systems,

+ Radioactive contaminants, which can be naturally eceurring or result frem oit and gas production and mining activities.

In order to ensure that lap water is safe to drink, EPA prescribes regulations that limit the amount of certain contaminants in water provided bjf;pl'lbllc
water systems. FDA regulations establish limits forcontaminants-in bottied water, which-must provide the same-protection for public heafth.

Drinking water, including bollled water, may reasonably be expected to contain at least small amounts of soma contaminants. The presence of
contaminants does not necessarily indicate that water poses a health risk. More information about contaminants and potential health effects can be

obtained by calling the Environmental Protection Agency's (EPA) Safe Drinking Water Hotline at .800.426.4791.

Some people may be more vitinerable to contaminants in drinking water than the general population. Immuno-compromised persons such
as persons with cancer undergoing chemotherapy, persons who have undergone organ transplants, people with HIV/AIDS or other
immune system disorders, some elderly, and infants can be particularly at risk from infections. These people should seek advice about
drinking water from their health care providers. EFA/CDC guidelines on appropriate means to lessen the risk of infection by
cryptosporidium and other microbial contaminants are available from the Safe Drinking Water Hotline at 800.426.4791.
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DONNA/WALTER PAINT ER
A U A e o "001055660 0765013
NEW WILMINGTON, PA 16142 SHENANGO

Aqua Pennsylvania, Inc. Tel: 877.987.2782 Questions about your water service?,.. Contact us before the due date.

762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Due Date

Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com April 07, 2008 $ 37.14 April 29, 2008
Meter Data Meter Size ' Billing Period Days Read Type Meler Readings Usage Units

58882059 58 04/03/08 30 ' Actual 23500 800  Cubic Feet
03/04/08 Aclual 23000
Average Daily Usage = 16 Cubic Feet Total Days: 30 Total Usage: 500  Cubic Feet
1 CF equals 7.48 gallons

Billing Detail Water Usage History
Amount Owed from Last Bill...........c..cc..coorcrros o $ 3206 “ T
Total Payrments RECeIVEU.. ..o 32.06 " o
Balance ... 0.00 3 g oo g
Customer Charge. ......ccoovevrvvcirrs e 11.50 ] % kS

270 cubic feet @ $0.045025 per CF ........ocooooooo... 12.16 g nf

Next 230 cubic feet @ $0.050995 per CF o, 1.73 < o-B-B-R R e
Total Water CRAMGES ..........oco v 35.39 N ! xumu
DSIC ChAIGE.......r v s 177 e by il Aug Sep Dt v De Jen Feb Wor Bar
SUFCRAMGE ... 0.02 Credit Read Types; B Actual [J Eestimated Customer
Amount Due 04729108 .. ..o $ 3744

Message Center

* Effective April 1, 2008 the Siate Tax Adjusiment Surcharge {Surcharge) is {.07%) of your waler charges.

= Please note your account number is a 16-digit number. The full 16-digits must be provided to ensure commect posting of your Aqua payment.

= Fffective April 1, 2008 the aliowable DSIC charge is 5.00 %. This reflects $137.5 million in system improvements made by the company since July
2006. These improvements include the replacement of aging waler pipes and other infrastructure as well as improvements to the quality of the water

tha! we serve.
1157850 IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION PABA300GAN - 54 0
. REV 10T
Return this portion with' your payment. Service To:
Keep top portion for your recerds. Eg:gglf_ (";:\‘:-Li" PAINTER
AQ_.U A Wa ter B.II NEW WILMINGTON, PA 16142
Aqua Pennsylvania, Inc.
762 W. Lancaster Avenue « Bryn Mawr, PA 19010-3489 Account Number
001055660 0765013
Total Amount Due Due Date
$ 37.14 April 29, 2008
Amount Enclosed
Seq=37812 Cyc=1584 Tup=593197 o I
Ax¥kFxkxXAUTO**¥3~DIGIT 16X € 109 P 227 $’tl ) FNH ]
DONNAMWALTER PAINTER = el e e
126 COLONY DR Please make check payable t0 Aqua PA.
NEW WILMINGTON PA 16142-5014 Print your account number on your check,

. then mail to address on back.
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"AQUA

Agqua Pennsylvania, Inc.
762 W, Lancaster Avenue

126 COLONY DR

Tel: 877.987.2782
Fax: 866.780.8292

: ”"“"3""". S SETVICE To e T T
DONNA/WALTER PAINTER

NEW WILMINGTON, PA 16142

Questions about your water service?...
Bill Date

001055660 0765013

SHENANGO

Contact us before the due date.

Total Amount Due Due Date

Bryn Mawr, PA 19010-3489 e Maii: custserv@aquaamerica.com May 05, 2008 $ 37.14 May 28, 2008
Meter Data Meler Size Biling Period Days Read Type Meter Readings Usage Units
58882059 5/8 05/01/08 28 Actual 24000 500  Cubic Feet
04/03/08 Actual 23560
Average Daily Usage = 17 Cubic Feet Total Days: 28 Tolal Usage: 500  Cubic Feel
1 CF equals 7 48 gallons
Billing Detail Water Usage History
Amount Owed from Last Bill ... iircrirrceiirens $ 3714
Total Payments Received.............cocooeeiieeeee e, 37.14 &
BalANCE ...t 0.00 g
Customer Charge...........coceooimieere e 11.50 g ?é
270 cubic feet @ $0.045025 per CF ..o 12.16 g‘
Next 230 cubic feet @ $0.050995 per CF............. 1.73 <
5%% \Igﬁ:g:harges """""""""""""""""""""""""""" 3??? ® TMay Jun Jul Aug Sep Oct Nov Dec Jen Feb Mar Apr May
SUICHBIGE v oo 0.02 Credil ReadTypes: M0 Actual (] Estimated Customer
Amount Due 05/2B/08 ..ot $ 3714

Message Center

= Fffective Aprif 1, 2008 the State Tax Adjustment Surcharge (Surcharge) is {.07%) of your water charges.

® Please nots your account number is a 16-digit number. The full 16-digits must be provided to ensure corect posting of your Aqua payment.

= Effective Aprit 1, 2008 the allowable DSIC charge is 5.00 %. This reflects $137.5 million in system improvements made by the company since July
2006. These improvements include the replacement of aging water pipes and other infrastructurs as well as improvements to the quality of the water

that we serve.

1157850
Return this portion

Keep top portion for your records.

AQUA  Water Bill

Agqua Pennsylvania, Inc.
762 W. Lancaster Avenue o Bryn Mawr, PA 19010-3489

e r-
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5eq=2908) Cye=1554 1ups601603

*xkxkkxkkAUTO*¥*¥3-DIGIT LbL € 8Y P L1k
DONNAMALTER PAINTER

126 COLONY DR

NEW WILMINGTON PA 168142-5014
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IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION

PAB430054 .

B '\l"‘

Service To: . .
DONNA /WALTER PAINTER
126 COLLONY DR
NEW WILMINGTON, PA 16142

with your payment.

Account Number

001055660 0765013
Total Amount Due Due Date
$ 37.14 May 28, 2008

ciC

Amount Enclosed

BN

S
Please make check payable to Aqua PA,
Print your account number on your check,
then mail to address on back.

Ve

00L0556L007L50130000000037147
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126 COLONY DR

Tel. 877.987.2762

Aqua Pennsylvania, Inc,

DONNA/WALTER PAINTER
NEW WILMINGTON, PA 16142

Questions about your water service?. ..

me::u___-—.a.em

e T e A

R YT Gmber

001055660 0765013

SHENANGO

Contact us before the due date.

762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Due Date
Bryn Mawr, PA 19010-3480 e Mail: custserv@aquaamerica.com June 05, 2008 $ 37.14 June 27, 2008
Meter Data Meter Size Biling Peried Days  Read Type Meler Readings Usage Units
58882059 5/8 06/03/08 33 Actual 24500 500  Cubic Feset
05/01/08 Actual 24000
Average Daily Usage = 15 Cubic Feet Totai Qays: 33 Tolai Usage: 500  Cubic Feet
1 CF equals 7.48 gallons
Billing Detail Water Usage Hlstory
Amount Owed §1om Last Bill .......c..oov...coverervveeeeereoi $ 37.14 ®
Total Paymants RECEIVED ............ccccuirmririeiinr s, 37.14 - S g————""
Balance........c.oorrnesieereniennns 0.00 §; arr
CUSIOMET ChAIGE ... oo eeeee oo 11,50 F é Y s
270 cubic feet @ $0.045025 per CF ......ccooocvoo.... 12.16 ¥ I
Next 230 cubic fesl @ $0.050995 per CF ............ 1173 < o
Total Water Charges .........ccooooeveie e, 35.38
DSIC Charge 177 9 "lun"Jul Aug Sep Ocl New Dec Jan Feb Mor Apr May um
SUICHAIGE ..ot s, 0.02 Credil Read Types:  ER Actual Ol estimateds B Customer
Amount Due 06/27108 ...........c.ocooveirvirernnisssnraesvanens $ 3714

Message Center

= Eifective Apnl 1, 2008 the Stale Tax Adjustment Surcharge (Surcharge) is (.07 %) of your water charges.
= Please note your account number is a 16-digit number. The fult 16-digits must be provided to ensure comrect posting of your Aqua payment.

= Effective April 1, 2008 the allowabla DSIC charge is 5,00 %. This reflects $137.5 million in system improvements made by the company since July
2006. These improvements include the replacement of aging water pipes and other infrastructure as well as improvements to the quality of the water

that we sefve.

1157850

Return this portion with your payment.
Keep top portion for your records,

AQUA  Water Bill

Aqua Pennsylvania, Inc.
762 W, Lancaster Avenue « Bryn Mawr, PA 19010-3489

/-j, / 7/0 ?
Seq=38607 Cyc=1554 1up=611039

akkxkxkkAUTO*%3-DIGIT 1LY € 1i3 P 137
DONNA/WALTER PAINTER

126 COLONY DR

NEW WILMINGTON PA 16142-5014
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IMPORTANT NOTICE; SEE REVERSE SIDE FOR OTHER INFORMATION

£
PA6430054’|;L 'l i

Service To:
DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

Account Number

001055660 0765013

Total Amount Due Due Date
$ 37.14 June 27, 2008

Amount Enclosed

LTI

Please make check payable to Aqua PA.
Print your account number on your check,
then mail to address on back.

001055L600?76502300000000371L47
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- DONNA/WALTER PAINTER - . ~ecoun T
A U A 126 COLONY DR . 001055660 0765013
NEW WILMINGTON, PA 16142 SHENANGO
Aqua Pennsylvania, Inc. Tei: 877.987.2782 Questions about your water service?... Contact us before the due'date.
762 W. Lancaster Avenue Fax: B66.780.8292 Bill Date Tatal Amourit Due Due Date
Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com July 03, 2008 $ 31.78 July 25, 2008
Meter Data Meler Size Biling Period Days  Read Type Meler Readings Usage Units
58882059 5/8 07/01/08 28 Actual 24900 400 Cubic Feet
06/03/08 Actual 24500
Average Daily Usage = 14 Cubic Feel Total Days: 28 Total Usage: 400  Cubic Feet
1 CF equals 7.48 gallons
Billing Detail V\)iater Usage History
Amount Owed from Last Bill ..o, $ 3714 ‘ ‘
Tolai Payments Recaived........c.ccoovvrevr i 37.14 -
BaAanCe ..ot e e 0.60 -4
CUSIOMET CRAIGR..-r oo oo 11.50 £l é
270 cubic feet @ $0.045025 per CF ...ovovvvvvvveean, 12.16 E"
Next 130 cubic feet @ $0.050995 per CF ............ 6.63 <
Total Water Charges ..........ccoovvcveiei e, 30.29 oL E . o -
DSIC CHAIGB...cor oo ereeerreerereceseere 151 i Aug Sep Oec Jon Aor May Jun
SUNCHALGR ..vvvveovveere e oot en et 0.02 Credil Read Types: Actual O Estimated E Customer
Amount Due 07125108 ..........cooveeeeeeeieee e § 31.78

Message Center

® Effactive Aprtil 1, 2008 the State Tax Adjustment Surcharge (Surchargs} is {.07%) of your water charges.

* Please note your account number is a 16-digit number. The full 16-digits must be provided lo ensure comect posting of your Aqua payment.

Effective July 1, 2008 the allowabls DSIC charge is 5.00 %. This refiects $141.3 million in system improvements made by the company since July

L]
2006. These improvements include the replacement of aging water pipes and other infrastructure as well as improvemnents to the quality of the water

that we serve,
]
.-;.5;35-0 T ) IMPORTAN;I' NOfICE SEE REVERSE SIDE FOR OTHER INFORMATION PABA30054:. -
REL
Return this portion with your payment. Service To: .
Keep top portion for your records. DONNA/WALTER PAINTER
A UA w t. B'" 126 COLONY DR
Q a er l NEW WILMINGTON, PA 16142
Aqua Pennsylvania, Inc. )
762 W. Lancaster Avenue « Bryn Mawr, PA 19010-3489 . Account Number
001055660 0765013
Total Amount Due Due Date
$ 31.78 July 25, 2008
Amount Enclosed

Seq=21553 Cyc=1554 1up=619248 0765013 :
FexxxxkxAUTOxx3-DIGIT WL € & P 948 $l7m J—]D

DONNA/MWALTER PAINTER —

126 COLONY OR Please make check payable to Aqua PA.
NEW WILMINGTON PA 16142-5014 Print your account number on your check,
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DONNA/WALTER PAINTER
126 COLONY DR 001055660 0765013
NEW WILMINGTON, PA 16142 SHENANGO
Aqua Pennsylvania, Inc. Tel: 877.987.2782 Questions about your water sérvice?.., Contact us before the due date.
76} W. Lancaster Avenue Fax: 866.780.8292 8ill Date Total Amount Due Due Date
Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com August 11, 2008 $ 26.43 September 03, 2008
Meter Data Meler Size Billing Period  Days Read Type Meter Readings Usage Units
58882059 5/8 osi01/08 AN Actual 25200 300  Cubic Feet
07/01/08 Aclual 24900
Average Daily Usage = 9 Cubic Feet Total Days: 3% Total Usage: 300  Cubic Feet
1 CF equals 7.48 gallons
Billing Detail Water Usage History
Amount Owed from Last Bill .............. e $ 3178
Totat Payments Received..............coovevcvveeienviennn e 3178 o
BAIGNCE ..o 0.00 g2
Customer Charge. .............coooveoeveeerrovsrrereeeeenn, 11.50 3
270 cubic fest @ $0.045025 per CF ...........cc........ 12.16 g‘
Next 30 cubic feet @ $0.050985 per CF............... 1.563 <
Total Water Charges ........c.....cccoviaioniiinnno, 25.19 0
DSIC CRAIG.......orc oo 126 Aug Sop Oct Nov Dec Jon Feb Mer Apr May Jun i Adg
SUICAMGE ...cvvvvee ettt 0.02 Credit Read Types: IR Actual [0 Estimated Customer
Amount Due 09/03/08 ............c.cocimrmerierreceenrsersienians $ 26.43
Message Center

® Effective April 1, 2008 the Stale Tax Adjustment Surcharge {Surcharge) is {.07%) of your water charges.

* Please note your account number is a 18-digit number. The full 16-digits must be provided to ensure comrect posting of your Aqua payment.
®* Effective July 1, 2008 the allowable DSIC charge is 5.00 %. This reflects $141.3 million in system improvements made by the company since July

2006. These improvements include the replacement of aging water pipes and other infrastructure as well as improvements o the quality of the water

that we serve.

1157850 IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION PAG430054

Return-this portion with-your payment. Service To: . _ b

Keep top portion for your records, DONNA/WALTER PAINTER
AQUA  Water Bill 125 coLowy on
NEW WILMINGTON, PA 16142
iqua Pennsylvania, Inc. ‘
162 W, Lancaster Avenue « Bryn Mawr, PA 19010-3489 Account Number
001055660 0765013
C{ 7 Total Amount Due Due Date
# [ 7 7y $ 26.43 September 03, 2008

‘ Amount Enclosed

Seq=40411 Cyc= 1554 1up=§30451 0765012 K o
xxxxokxxx AUTOxx3-DIGIT LLL C 109 P L1i8 $DD Du

DONNA/WALTER PAINTER

126 COLONY DR Please make check payable to Aqua PA.
Print your account number an your check,

NEW WILMINGTON PA 16142-5014
Illl”I“lIlll”llll[ll[lslllll”lIHII“IIII’“'I'I”IIIII'I'

then mail to address on back,

00105566007650130000000026435
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~AQUA

Adqua Pennsylvania, Inc. Tel: 877.987.2782

ey

DONNA /WALTER PAINTE
126 COLONY DR
NEW WILMINGTON, PA 16142

Questions about your water service?...

g "'QL B

001055660 0765013

SHENANGO

Contact us before the due date.

762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Due Date
Bryn Mawr, PA 19010-3489 e Mall: custserv@aquaamerica.com September 04, 2008 $ 53.21 September 26, 2008
Meter Data Meler Size Billing Petiod Days Read Type Meler Readings Usage Units
58882059 518 09/02/08 32 Actual 25900 700  Cubic Feet
08/01/08 Actual 25200
Average Daily Usage = 21 Cubic Feet Total Days: 32 Total Usage: 700 Cubic Feet
1 CF equals 748 gallons
Billing Detail Water Usage HIStOI‘Y
Amount Owed from Last Bill § 26,43 G 1+ g e e s e
Total Payments Recaived ............cooeieeiiieneere 26.43 . So - g
BalANCE ...t rrasar e snrer e 0.00 S wor
CUSIOMET CRAIGE... oo e oo 13.15 £ é uf
270 cubic fest @ $0.052715per CF ..., 14.23 E »
Next 430 cubic feet @ $0.080075 per CF ............ 25,83 3 ol
Total Waler ChArges ..c....ovevv e e 53.21 0 -
AMount DU 09126108 ...........ococrreecvresccrrrs $ 53,21 Sep Oct Nou Dec Jan Feb Mar Apr by dun Wl Aug Sep
Read Types: B Actual [J estimated £ customer

Message Center

® Please note your account number is a 16-digit number. The full 16-digits must be provided to ensure comect posting of your Aqua payment.

1157850

Return.this portion with-your payment.
Keep top portion for your records.

AQUA  Water Bill

Aqua Pennsylivania, Inc.
762 W. Lancaster Avenue « Bryn Mawr, PA 19010-3489

Seq=31192 Cyos 1554 1up=638432 0765013

xxxkxxkxAUTO**3-DIGIT 1bl C 89 P Ll&
DONNA/WALTER PAINTER

126 COLONY DR

NEW WILMINGTON PA 16142-5014
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IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION

[ |

Jo— - LI, R e ————— ——— g S

PAGA300547- 1~ - -
Service To: . i
DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

Account Number

001055660 0765013

Total Amount Due Due Date

$ 53.21 September 26, 2008

Amount Enclosed

LTI
Please make check payable to Aqua PA.
Print your account number on your check,

then mail to address on back.

¥

& 1’5q3

001055k6007650130000000053217



Tel: 877.987.2782
Fax: 866.780.8292

Aqua Pennsylvania, Inc.
762 W. Lancaster Avenug
Bryn Mawr, PA 19010-3489

DONNA/ WALTER PAINTE R
126 COLONY DR
NEW WILMINGTON, PA 16142 SHENANGO

001055660 6765013

Questions about your water service?.., Contact us before the hue date.

Total Amount Due Due Date J,e
e Mail: custserv@aguaamerica.com December 04, 2008 $ 35.80 December 26, 2008

Meter Data Meter Size Biilng Period Days Read Type Meter Readings Unge Units
58882059 58 12/02/08 32 Actual 27000 -'?00 Cubic Feet
10/31/08 Actual 26600
Average Daily Usage = 12 Cubic Feet Tolal Days: Total Usage: 400  Cubic Feet

1 CF equals 7.48 gallons

Billing Detail

Amount Owed from Last Bitl ...............cc.cooovririinsiinne, $ 29.68
Total Payments Recaivad. ... ccoo i, 29.68
Balance..........cccoovvimimnsiae e 0.00
Cuslomer CRarge.........c...ccoiviovveeeeieeeieeveeen, 13.15

270 cubic feet @ $0.052715per CF ..o, 14.23

Next 130 cubic fest @ $0.066075 per CF ... 7.81
Total Water Charges ............co..ooovveeiovvcerinrcn o e 3519
DSIC Charge......c.oo oottt 0.61
Amount Due 12126108 .............oc.ooceeererniciecrersinrennerens $ 35.80

Message Center

Water Usage History

7L
o b
irg fo
15
125
10
150
5h
25t
0

Average Dady Usege
n Cubic Feot

Dec "Jan Feb Mar Apr Mey Jun dul Pug Sep Oct Ocl Dec

Read Types: W Actua [J Estimated Customer

® Plaasa note your account number is a 16-digit number. The full 16-digits must be provided to ensure caorrect posting of your Aqua payment.
= Effective Oclober 1, 2008 the allowabte DSIC charge is 1.73 %. This refiects $ 41 million in system improvements made by the company since June
2008. These improvements include the replacement of aging waler pipes and other infrastructure as well as improvements to the quality of the water

that wa serve.

1157850 IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION

Return this portion with your payment.
Keep top portian for your records,

AQUA  Water Bill

Aqua Pennsylvania, Inc,
C; W. Lancaster Avenue « Bryn Mawr, PA 19010-348%

. L‘-\
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Seq=32424 Cyc=1554 1up=669030 0785013

*kxk ke AUTOxx3-DIGIT LbY C 95 P 123
DONNAMALTER PAINTER

126 COLONY DR

NEW WILMINGTON PA 16142-5014
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PAB430054 ;; .5 .4
Service To: . ... AEY 10107
DONNA[WALTER PAINTER

126 COLONY DR

NEW WILMINGTON, PA 16142

Account Number

001055660 0765013

Total Amount Due Due Date

$ 35.80 December 26, 2008

Amount Enclosed

1 LI

Please make check payable to Aqua PA.
Print your account number on your check,
then mail to address on back.

00105566007L50230000000035804




2 SEIVICE SO BT L e e ! ZAC s L
DONNAIWALTER PAINTER
126 COLONY DR 001055660 0765013
NEW WILMINGTON, PA 16142 SHENANGO
Aqua Pennsylvania, Inc. Tel: 877.987.2782 Questions about your water service?... Contact us before the'due date.
762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Due Date
Bryn Mawr, PA 19010-3489 e Mall: custserv@aguaamerica.com November 04, 2008 $ 29.68 November 26, 2008
Meter Data Meter Size Billing Period Days Read Type Meter Readings Usage Units
58882059 5/8 10/31/08 30 Actual 26600 300  Cubic Feet
10/01/08 Actual 26300
Average Daily Usage = 10 Cubic Feel Total Days: 30 Totat Usage: 300 Cubic Feet
i CF equals 7.48 gallons
Billing Detail Water Usage History
Amount Owed from Last Bill ... 5 35.80 =l S ~ N
Total Payments Received............cooovovriciorcociirins 35.80 - 125 [ g e s e .
Customer Charge..........coooccceoriccrceccice . 13.15 ] é 1212
270 cubic fes! @ $0.052715 per CF ..o 1423 §‘ e B R S
Next 30 cubic feet @ $0.060075 per CF ............... 1.80 “ 4E B N ENERN “‘HAN
TOtal Water CRaIGES .........ovveee s ceeevesecse e eveesssenscen s 29.18 ” I AASNs o e
DBIC CRAIGE. -..rerceovee oo eee e 0.50 v Do Jon pr May Jun il Aug Sep
Amount Due 1H2BI0B ... $ 2968 Read Types:  E Actual O Estimated B customer

Message Center

* Plgase nole your accourt number is a 16-digit number. The full 16-digits must be provided to ensure corect posting of yaur Aqua payment.
* Effective October 1, 2008 the allowable DSIC charge is 1.73 %. This reflects $ 41 million in system improvements made by the company since June
2008. Thess improvements include the replacement of aging water pipes and other infrastructure as well as improvements to the quality of the water

thal we seive.

—.---- : 157856- e == - © 7 IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION PA—6430054-7:.|-%' e
Return. this partion with.your payment, Service To: AR
Keep top portion for your records, DONNA/WALTER PAINTER
A U A w t B-I I 126 COLONY DR
QL ater bl NEW WILMINGTON, PA 16142
Agqua Pennsylvania, Inc.
762 W. Lancaster Avenue » Bryn Mawr, PA 19010-3489
, Account Number
”h/ ry 001055660 0765013
i VS -~ II "’f Total Amount Due Due Date
} . U / H 00 $ 29.68 November 26, 2008
l ' Amount Enclosed

Seq=26735 Cyc=15584 1up=659016 ‘ 0785013

FxxxkkxxAUTOxx3-DIGIT 1LL € 72 P 85 $l—_)D DD

DONNAMWALTER PAINTER — '

126 COLLONY DR Please make check payable to Aqua PA.

NEW WILMINGTON PA 16142-5014 Print your account number on your chec,
T A P P T IS S T 1Y P P Y T A AL then mail to address on back.

001055660076 50130000000029k642
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DONNA /WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

a’ma*f"’""j Hrd LT

Tel: 877.987.2782

Aqua Pennsylvania, Inc.

Questions about your water service?...

001055660 0765013

SHENANGO

Contact us before the due date.

762 W, Lancaster Avenue Fax: 866.780.8292 Biil Date Total Amount Due Due Date
Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com October 03, 2008 ¢ 35.80 October 27, 2008
Meter Data Mater Size Biling Period Days  Road Type Meter Readings Usage Units
58882059 58 10/01/08 29 Aclual 26300 400 Cubic Feet
09/02/08 Actual 25900
Average Daily Usage = 13 Cubic Feet Totat Days: 29 Total Usage; 400  Cubic Feet
{ CF equals 7.48 gallons
Billing Detail Water Usage History
Amount Owed from Last Bill ..............revcrorecrrnre. 3 5321 e
Total Paymenls Received............cc.ooooovieriieieniecn e 53.24 63 BT
BalANCE ..cre ittt e s b b 0.00 g4 2 [ T e e
Customer Charge..............ccooovooeoroereeeree e, 13.15 g é I B St e -
270 cubic feet @ 30.052715per CF ..o 14.23 g’ ol BawmlE R EE R
Next 130 cubic fest @ $0.060075 per CF ......... 781 : L8R R
Total Water Chargas ..............c.o.ooeevvveee s e 35.19 MM E W .
DSIC CHAIGB.......cccoeeveos oo 0.61 pro Moy don Wl g
Amount Due 10727108 ............oooevrceerr s esrnsienaas $ 35.80 Read Types: M Actual O Estimated Customer

Message Center

" Please note your account number is a 16-digit number. The iul) 16-digits must be provided to ensure correct posling of your Aqua payment,
® Effective October 1, 2008 the allowable DSIC charge is 1.73 %. This reflects $ 41 million in systern improvements made by the company since June
2008. These improvements inciude the reptacement of aging water pipes and other infrastructure as well as improvaments to the quality of the water

that we serve,

®= ook in an upcoming bill for information about Aqua's Helping Hand program for low-income customers.

1157850 IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTH

Return this portion-with your payment.

. Keep top portion for your records.
AQUA  Water Bill

Aqua Pennsylvania, Inc.
762 W. Lancaster Avenue « Bryn Mawr, PA 19010-3489

ors

0765013

4

q

Soq=25410 Cycq 1554 1up=5648051

xxkxxkkkAUTOxx3-DIGIT LLL € 7?9 P L1l
DONN ALTER PAINTER

126 COLONY DR

NEW WILMINGTON PA 16142-5014

LinHudlnadbldebibddd b Ddial oo idalloabia i)
00Las

AT SRR AR SN OOF TR O

{ER INFORMATION
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PA6430054 AT
Service To: ARV
DONNA/ WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

Account Number

001055660 0765013
Total Amount Due Due Date
$ 35.80 October 27, 2008

Amount Enclosed

LD

Please make check payable to Aqua PA.
Print your account number on your check,
then mail to address on back.

5660076501360000000035608
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Service To:
DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

170171994 B4 22 PAINTER &

AQUA

Agqua Pennsylvania, Inc.
762 W. Lancaster Avenug
Bryn Mawr, PA 19010-3489

Tel: 877.987.2782

Fax: 866.780.8292 Bill Date

2 Mail: custserv@aquaamerica.com February 05, 2009 % 36.27

5200 1! !5

Account Number
001055660 0765013
SHENANGD
1157380

PAGE 11

PWSID f#t FABAZ054

Questions about your water service?... Contact us befare the duc date.

Due Date
February 27, 2009

Total Asount Dus

Lo pe Uil

Meter Data Malar iy filing Pancd  Days Read Type etz Readings
) T T I 020305 3z Actal 27900 400 Gubic Fee
) ) 01009 Actual w80 . :
Average Dally Usage = 12 Cubic Feel Total Days: 32 Tolal Usage: 460 Cubic Feet
I CF equals 7,48 gallons
Billing Detail Water Usage History
Amourit Dwad 6o Last Bill....vve. oo $ 42.47 o
Total Payments Received.....ouee 42.47 aw VP
Balance ..........occcoevrrann, 0.00 I »
CUSIOMET CRAIGS ....._.....eoeveremmacsrscsersee e renrinins 13.15 23 M
270 cubic fest @ $0.0527 15 per CF .ovvvvvveccen. 1423 & s
Next 130 cubic fest @ $0.060075 per CF_.......... 7.81 N :
ot - 5
g:'% Vgs::gghargeo """"""""""""""" e 3?[1)2 P TReb My Apr By dn 0 Aug Sup 0t U e o 1L
Amount Due 0ZZ7/09 .......c.oooeeisnerer s ececnons $ 36.27 fead Types: M Actual I'l Estimated  E Customer

Message Center (see reverse side for other information)
* Please nole your account number i$ & 16-digit number, The full 16-digits must he provided lo

ehsure cormect posting of your Aqua payrnant,

" Effective January 1, 2009 the alfowable DSIC changg is 3.08 %. This reflects § 76 miltion in system improvements made by the company since Jung
2008. These improvements include the raplacemant of aging water pipes and other infrastructurs as well as improvemeants to the quality of the waler

that we serve.

* )f you arg 8 low-income customer and you arg unable 1o pay your past-due accour), pleass call 877.987.2782 for more intormation aboul Adgua

Pennsylvania's low-insome customar assislance “Halping Hand” program.

Return this portion with your payment.

Keeap top portion For your recards,

AQUA  Water Bill

Aqua Pennsylvania, Inc.
762 W, Lancaster Avenue « Bryn Mawr, PA 15010-3385

3430738 Cyc=1554 (up=ddi i 0785012

Y AARKERAYTO+xJ-DIGTT kL) € 82 P 9%
DONNAMWALTER PAINTER

126 COLONY DR

NEW WILMINGTON PA 16142-5014

l]lq”q”||l[i“llll'llll[lll'l“llllll”I;lllllllll"lllllll'

Setvice 10:
DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

Account, Nuymber

001055660 0765013

Total Amount Due Due Date

% 36.27 February 27, 2009

Amount Enciosed

S
A
Please make check payable 1o Aqua PA.
Frint your account number on your CHeck,
then mail to address on back.

00L055L6007650130000000036273

WEIAVETNNNND .

e




?2494@‘3

o Service Tor :
DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 156142

BL/61/1994 0B 22

AQUA

Aqua Pennsylvania, Ing. Tuyl: 877.987.2782

Far: B66.780.8202 Bl Date

762 W. Lancaster Avenue
Bryn Mava, PA 19010 3455

Meter Data AR by iibng enoed Daye Wt Dy
I SBRBSY 5 Toami0g 30 Actual
0v009 | Ackyd

Averags Daily Usage = 13 Cubic Fest

Tolal Days. 10
1 CF equals 7,48 gallens |

Billing Detail

Amieunt Owad from Lasl B, . ... $ 1069

Total Payments Recaived. ... o feeree v 10.65 31’

BALANCE ..........ovevrsessvsrs eosssres e essgasssassson s 0.00 oh

Customer Charge. . . ... oo o < e 1315 Bt
270 qubic teel ) $0.0527 15 per CF . ..., 14,23 d
Nexl 130 cubic toet @ $0.060075 per CF . 7.81

Teta) Walet Charges .. .. . oo v By

DSIC.Charmge. . e e e 1.37

Amount Due DAIZTI0G ..o e $ 36.56

Message Center (sze revarse side (o other information)

FAIMTER & QBSDC&‘S

Questions about your water service?...

& Mail: custserv@aquasmerica.com  April 03, 2009

Kepd Types:

F&GE 13

Account Mumbar

001055660 0765013

SHENANGO
1197850 VG A PPALGE00NHA
Contact us before the due date,

Due Date

April 27, 2009

Total Amount Due
% 36.56

Myt i g i

28500
w00
Total Usage

a0 Cutpe Feel

4iK) (ulbne Feet

Water Usage History

e

w
1

:.LI
[FAS

I

it

t

"

07 A My kool Mg S Gt ot D i Dol Bbe Aw

M Actuat [+ Estimated (B customer

= Pleass Imtg, your accaunt number is a 16-cigit number, The full 16 digits inclucing any zeros must be providiad [0 ensure conegl and proml pogling
to your Aqua account

» Effective Apdl 1, 2000 the allowable DSIC charge is 3.88 %. This ieflects 4 104 million in system improvements made by the compiny singe Ring
2008 Thege improvenients includs the rplacemsnt of aging waler pipes and ofher infastiuictue as well as irmprovemnts b the gquality of $his wits!
that we serve.

= you are g low neome cuslomer and you are unable [0 pay your pasi-ie atcounl, pikhos call 877 67,2782 i mane infuniation shoui At

Pennsylvania's [ow-ncume customsr assistance "Helping Hand” program,
Return this portion witl your payment,
Keep top porbion fir your recons,

Sanvice Ty:
DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

AQUA  Water Bill

Aqua Pennsylvania, Tnc.
762 W, Lancaster Avenug » Bryn Mawet, PA 190103487
ACConnt Hunibw

001055660 0765013
Db Date

April 27, 2009

Total Amgunt Dt
$ 36.56

Amount Enclosed

S QO Uy dnnd tap TR [E(PRER )

trkakeek AUTO 0 3-DIGTT Lb1 ¢ &I P 8% %
DONMNAWALTER PAINTER

126 COLONY DR

MNEW WILMINGTON PA 18142 5014

'lu”l”lllll“llrlll|‘Illil|l“llllll“|IIlIlI'IIl”llIllIf’

L TR

Please make check payabie Lo Agud PA,
Pring your aecount renbier on your cheek,
then mail to address on hack.

NOL055LLO0D?L50L30D00000036S6T



01;[1.‘.‘.-3 ' ! ‘.‘- -

e COLONY DR 001055660 0765013

NEW WILMINGTON, PA 16142 SHENANGO

. 1157850 PWSID #f PAG430054
Aqua Pennsylvania, Inc. Tel: 877.947.2782 Questions about your water service?... Contact us before the due date,
762 W. Lancaster Avenue Fax: 866,780,.8292 Bill Date Total Amount Due Due Date
Bryn Mawr, PA 19010-3489 & Mail: custserv@aquasmarica.com June 05, 2009 $ 36.56 June 29, 2009
Meter Data Meter Size Biling Period Tays  Read Type Mater Raadugs tsage Ly
58882059 &8 g6/m1/09  3i Actual 28206 400  Cubic Fest
05/01/09 Actual 28800 e
Average Daily Usage = 12 Cubic Feel Total Days: 34 Total Usage: 400 Cubic Feet,

1 CF equats 7.48 gallons

Water Usage Hlstory

Biiling Detail -
Amount Owad Jom Last Bl ..o $ 000 dal .

Total Payments Recaivad.,........cc.o..ceoorveeeenironieeeneerane 0.00 5 L w :
BAJANCE......coomeearrceieeesreecris s eene e sesssrare s e e e 0.00 74 "l:

Customer Charme......c.ovvniiineens 13.15 g £ Is I

270 cubic fest @ 30.0527 15 par CF ..., 14,23 s :

Naxt 130 cubic feat @ $0.0600675 per CF ... 7.681 i ’

Total Water Changes ..o e 3518 P T Ay Sep Oy Ol D Jan ) obher A hiay e
DSIC Charga.... R ey 137 Read Types: W Actual 0 estimated B cCustomer
Amount Due 054'29!09 $ 3656

Maessage Center (ssa reversa sidg for ather information)

* Pleass note, your account number is a 16-digit number, The full 18-digits inciuding any zeras must b provided to ensure corest and prompt posting
to your Aqua account

= Effactive April 1, 2009 Ihe allowable DSIC charge is 3.88 %. This reflects $ 104 million in system improvemsnts made by tha conpany gince Juna
2008, These improvements include the replacesment of aging waler pipas and other infrastruciute as well ag improvements to the quality of the water
that we sarve.

* If you are 2 low-neome customer and you are unable % pay your past-chig account, plaase call 877 8R7 2782 tar mota infortnation about Aqua
Pannsylvania's low-income cusiomer assistance "Helping Hand* program. -

Retun this partion with your payment. %';Z%L?;I WALTER PAINTER
Keep top portion for your records. 126 COLONY DR

AQUA  Water Bill NEW WILMINGTON, PA 16142

Aqua Pennaylvania, Inc.
762 W. Lancaster Avenue « Bryn Mawr, PA 19010-3489

Account Number

001055660 0765013
é / / / Tota) Arpounk Dus Dye Date
$ 36.56 June 29, 2009
232424 Eye=1554 1p=750580 32424 1 AT 0,357 amount Enclosed
[765013 . . . ,
AREAAKLKAUTOR#I-DIGIT 161 € 99 P 118 ;, H | [} |
o s e chc
Please make check payabie to Aqua PA,
NEW WILMINGTON PA 16142-5014 Print your account r?u:\ier on ?gur chi.ck,
(PPN (11 YY) 1 19 PP Y Y O T T P TR A P then mal ta address on back.

002055650076 50230000000036L5L7

T

..
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AQUA

Aqua Pennsylvania, Inc.
762 WL Lancaster Avenug
Bryn Mave, PA 190 10-3488

Meter Data Ik 9y N Billing Heamad 3
S8RBI059 5/A OT01/409 30
. 0EINg
Lverage Daly Usage - 13 Cubw; Feel Tolal Days ¢
10+ eauals 7 48 gallons
Billing Detail
Armont Owad froem Last Bill T 3858
Tatal Paymenis Roesivod 0 L L o e 36.58
Batance... 0.00
Customer O “dlgb . 13,15
200 cubic feet @ 50 U2/ 15 Do P 1423
exl 130 cubic fge! @ 30.060075 per Gl 751
Tolal Water Charges . 3519
DEIC Chatge, .. o e L e T 1.76
Amount Due 07728109 ..o et $ 36.95

lel: 877.987.2782
Fax: BH6. 7808292
& Minl: custserv@anuaamerica.com

----- - bise

PAIMTER & I—\SSDCL‘-&I!S

DONNA/WALTER PAINTER

126 COLONY D

R

HEW WILMINGTON, PA 16142

Message Cenler (se¢ reverse side for athar information)
. Eﬁu,live .luly 1, "UUQ the allowahle DSIC charge is 9.00 %, This reflects $ 153 million i systany improvinents made by the sompsiny singe ine

[hcl' W Serve,

July 06, 2009

[yen? ",(n;:

Water Usage History

Actual
Acluzl

e

A

. Lk

a !
£ & 17y
‘\.2 " 10

Kead Types:

*r
[ T

PaGE @5

Account Number

001055660 0765013

DHEMARD A

[RRYHR)

Total sneynt Due

$ 36.95

Ehebop dn g

20600

20200
[l Usage

s

B acua i

Enlirndled {51

DWW LI 1AG 000

Questigns about your waler servicess.., Contact uy bifore the doe doie,
Bill Date

e Date

July 28, 2009

[ Vit
)0 Gusie [ee
400 Gubug | g

vl II- LT R TR

Custonue

s inghcle he replacement of aging waler prpes and othe intrastiiglune as wll ag unprovements 0 e quahly of the water

o IF yent are @ dow-income custonwer and you g unable g pay your past-dug account, please call 877 B87 2782 o v inlotination aboul Avuz

Pennsylvania’s low-incons cusiomer assistance "Helping Hand” progeam

. F'|ea‘”e r10“3 your account runibar s a 18-digit number. The (ol 16.digits including any zeros musl be proviced 10 ensoee cotrest and prompt posting

Lo oo T'"-} RO HER

AQUA

Aqua Pepnsylvania, 1nc.

Rewn thig poruon with your paymant,
Kezp top pOrtion for Ol recatds,

"Water Bill

76) W. Lancaster Avenus o Gryn Mawn, PA 19010. 3489

v Pt g AL

29581 1 AT ) 30
[

rrt bk # AUTQex 3. DIGIT LLL ¢ 80 R 34

JONMAMWALTER FAINTCR
126 COLONY DR

NEW WILMING 1ON PA 16142-5(114
IlllIJI'!IllHl]l'Il’lIlIllllII'llIlllllllhl']lll'lll(ll“’d

QR

Lervige 1;

DONNA/WALTER PAINTER
126 COLONY DR

NEW WILMINGTON, PA 16142

AcCou MNumhgr

001055660 0765013

Igral Alount (e
% 36.95

Amncunt nclosend

(e Dok

July 28, 2009

Please thake Chigek payable to Agua PA,
Print your acoount tumber on your (heck,
then mail Lo agiress on hack.

002055650071,50230000000036950




0170171994 69:22 ?‘2494]?‘3 PAINMTER & .’-\.SSDCIHQS PAGE 02
Service To: Arcount Nombet

A O UA e cotony bR | INTER 001055660 0765013
""“'-.__

NEW WILMING(ON, PA 16142 S NATIC
Pilbhnit el @ RGP

Aquis Pennsylvanta, Inc. lel; #77.987.2782 Questions about your water service? . Contat e bretore Rie due dabe,
SO T ancusier Ayenng kai: B66G. 7808292 Bl Date Tostal Aot Due Do Laate
Bryn M b 19010 3089 o Mpil: custserviraguaamerica.com Octoher 07, 2009 $ 44.19 October 29, 2009
Meter Data el Ll Ftle g F et Loy Pazel Ly 1 e gt T [
58562050 LB 100109 3 Atz 10000 L b bt
0831499 Actug) 30400
Avirags Daly Usagi = 16 Cutue Fet folal Days 3 Pestat Usiuge Ll Eutie 1ot

FOF waeals 7 48 galluns

. Water Usage History
Billing Detail

Sonoum] Chwesd Tsom | as) Bl $ 4326 ) "

- -
lostil Payments Received! 0 0L L . 4106 :
Balante. ..o e e . 0.00 ; "
Cighernes Shatge o o 13.1% 5 |
A0 i teel @ $0.09273% b OF ] 14.23 : i l I I I
t3.65¢ : .
P T TR 'F L I R PO R I T T

Mk 250 cubig Tt @0 50 Q60070 pen CF

Fortath Watyr Chiirges d1.20)
NAIC Changa ., .. e . . 249 Raarl | ppee B Actual I oEstimated T Costonen
Amount Due 1012909 ..., s $ 4419

Message Center (see rgvaisy site i otfier mivimaton)

& fdbegtue Qutober 1, 2009, the allowsible DSIC change is 7 26%, which eflects 3156 oullivn s dishilattion systen pnprovenents joiads Dy he:
copany singe Juae 2008, mending (he ngsliscement of aging wabgr pipes gl othen nfrastrcting as wall aa miposienls e waier sl Fhu:
Feaitygyleania Public Uiy Commigsion permity a maximam infrasirugluce saicharge ol 7 5%,

= o i lewanconig Sistomer g yol arg gnabie [ pay youl pashuie aucaont, Pleszie Call B4 7S 2050 o none mboinahon alenil Ay

Pennaylvinna's low-incorme customer dssstance "Helping Hand” program

Lelviie Ty,

Feop tap partion b yoar ceconeds, ;
[elut 11 THES [t Lraf wilth Yot syl DONNAWALTER PAINTER
A UA w t B.Il 126 COLONY DR
Q_ dater ol NEW WILMINGTON, PA 16142
Acqua Pennsylvania, Inc. -

A2 WL ancaster Avenie o Byt Mo, PA 19010 389
AUt Hointg

001055660 0765013
Testal Aol e I 1 iy
$ 44,19 QOctober 29, 2009
T e e ARFAD L A0 s Anount gy
UL
Vadaadd e ADTO R DILET LB (0 LLE PO 4

J
PONMAMWALTER PAINTER
1 COLOMNY GR
HEWWILMINGTON BA 161425074 Print your arcount aunnbes on youn fun K,

N I R R R A M AR [ A e miend tor adch s on bock.

ARATETERAL .

Flease mithe check payabibe 1o Aqua PA,

00105566007R5011000000004%4 % 1.5
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al/salLs1994 A 22

~ AQUA

Aqua Pennsylvania, Inc.

Service To:

lel: 8772.987.2782

a2 v | ncaster Avenue Fax: 866.780.8292

hepn Mowr, A JON)0 L) o Muil: custservibaquaamerica.com January 07, 2009 % 4247 January 29, 2009
Meter Data i [ TR TR TS RITE LRI P I
SEBAANHS 18 D9 At 200 i ETIEY
12i62408 QU] A6
Bueruge Dinly Ustge 36 Cllng | oet Tott Days kil Pt Ul Yiil) Culne |
Pk engus AR gailong
Billing Detail Water Usage History
Aoonn § wed e b st 13 hoah H1) l
lz [raavinenty T4issven 0 S =
Balance....ooviinn R ey 0.00 Y
Chslomer Chiargs LA |:
Jet b fust @@ 50 0027 1 i 2 fd 23 o
stk 230 cobin lewl @ M OBGG/ D par G 1387 ' : i
el Wil Uhangze 41 20 i |
) - I e e R P I A 1 .
LI g o 127 ' “ ' ’ '
Armount Due 012909 . ... ... $ 42.47 fomd Lo W Actuat Enlimated ' Costenn
Message Center
® Prge nobe yobn accont mmls s g H5 gt nombea T (ol Goadigrls st D progsed o angures cone Uy osheg ol yois A posgee il

DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

PAINTER & ASSDCI! ES

PaGE 12

Arcount Numhier

001055660 0765013

LA RIS

Chuslions abunl your water serviae L Contacl us bedone et e
il Gare

Tutal Soemal D Pake Lot

& Hleghve Janary 1T R alfewabie [PRIG hage i 108 % This Pelieers T SE i i seston s nngs seeoiends et e by e cormgricy s bt
A% Thase mmosgmgals maha s e replceaont ol aging wadet pryaes s d sibol iehastwiling e wal s anpiovgincis L e i plily ol e

Ihatl Wt e,

BRRNES LT

St they pentan s

B 10 Pzl 100 st deton s,

AQUA  Water Bili

Aqua Pennzybvama, Inc,
T W | AnCanta Aypiuge By Mowei, A g L)

L I I D

LY 3 R LT T IR V2 IO I 1 0 PR S O P PR L A
PIOMPMANYAL TER DA TR
128 COLONY DR

NEW WIHLRUBRRGTCN 1A 16 180 )
'IHIII“l'l“”llllIllIl'llr||”|un|”|'r|l||lr’|“n'||||l

T

IMPOKRIANY NOTILCE: SEE HEVERSE S10E FOR OTHEH INFORMATION

[ SCLTEN RS

s Lo
DCNNA S WAILDER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16147

“":.u-.";‘

1 wiara
i g

Ayunnl Pl

001055660 0765013

e bratee

January 29, 2009

Davedl At o
$ 42.47

Aogagnt boeelieesd

Pledse e Gk poyalbide to Arguia i
ot your oscoud ol oveyoun ek,
ther ot Ty acdedress on bae b,

CGEOLOSSLEANFLSOLADINDUIUH AN
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01/81/1394 BB: 22

FAINTER & L‘.SSDD&S

Service To:

AQUA

Aqua Pennsylvania, 1ng, tel: 877.987.27482

SR gt Aenne [a.; BR6G.780.8292

Bryn Moava N RO HE Wi

Meter Data K

HEH IO WA
Aart e Phally Lsiage
SR IR CHIR R H VTS

Bitling Detail

faraanet el o U5
Salal Poviacnts Reterao
Balance.. .. ...
Choips

SO cson freked g 080 g !

Uhndinneg

sl Wl e

SET Ny
RN T

Amoutt Due 03726109 .. e veenn e

DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

PesE 14

Acroumt Numlyer

001055660 0765013

ol FEANE e

[WRVEIKS [RORI RN AR A PES B

Questions obout your wetgr serviee 2 Contagl s Ledore the doe el

Bill Gule

o M, custservidaguaamerica.com March 04, 2009

HI SN Y KA

hatual
Pt

myorng N
(N0

LT FO e polal Days 3

R
ha 00
13.71 Credit
1410
HeReY!
RN
(N
§ 1069

Message Center (s waue schy fun ather nbanaiong

= et e v atenhl noenien 1 s T gl ovmber Thg i 35 cligns st La

o Vv daentary 108 ey glowssbie DEIC ehorge s
r 3 l

D e g moseaoetis ik e segdagtasen? ol aging water prpes aie eshes giselia ting wnlt o

T wts ot vy

E ol g oW RN LUt GRE YUD e Cnabls: o gy yOur il seeout phas Lol

T8 % Thig retlacts $

Prneaylynnrs ow tusities Ghssommien egstince "Helpmeg Hand® progrom

AQUA  Water Bill

Aqua Pennsylvamia, Ind.
JUEY Deaster At s gt Miar, DA o S

e b AT L Pl
UCGNMAAVAL TH R FAINTL I
VA5 GO ORY DR

MW W MR s A 10 L

heol 10 hib

Haslonn Wity e ditist: coth pion poyesend

Baep L) et Bl g it veenad

I|l||||”lllll||l|lllllIlI\Il'Il{l{lllliilIlllllllllllllllllll

AT

P ) e - Artual

Flgae Pute

March 26, 2009

Itatal Aol Lot

% 10.69

S0 Rt sk Toet
S0
b el

Loadel sl Ve

Water Usage History

i
‘
A Tty ot el ey M

[ atanasdedd T Custunie

witdotd e nnsute Goteet el e et Ao paminies

R W Sl e el i e Ly Wis gttty =i -z o

sttt b thee nueatiby e sl

SO0 LN g e taini lesnd e

| v b

DONNA/WALTEIR PATNTER
126 COLONY DR

NEW WILMINGTON, PA 16142

Ao Nee

001055660 0765013
Inne gk

March 26, 2009

Patal Anvcandg 1
$ 10.69

IATETR I L Y R

Plesiset ks check poyatsle T Agust P4,
Pone your e conol oo one yoi ieck
thon el Tocadidigss o back

00L0S5LLUA7L S0 L3NIDNLOUDTLUL T




?24941!!49

01/91/1994 @a:22
""M_‘

Aqua Pennsylvdnlay, [, I 8779872782
IV Lancailer Aveigne Fae Ba6.780.8292

SCHVILE 14,
DONNA /WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

Bt Dt
Lisysn Wlawen, DA IOQ [0 538

(LN I PN B

Meter Data e
LHERZGLE nA 00108 RITHY

(13109 IATRITEN

fogutigus Tangly Dt - 10 Calse £ et lofat (Gays K

VU Gnils 4R gk

Billing Detail
T
30,50
0.00
IR b

LA

Aenvalat O Lo | st |4l
OLAGERIYIIGG e
Balance ... .
Coome Cngstge

S et ) Bl S e GF

Phsat vk fean g S0 Q6080 a2 b B0

(PRETRUTHITEMI ST P 26 1M

[0 Chpiege (K et Dyjiee,
$ 30.30

Amount Due 05027109 ... ... e s

Message Center o revetse st ki olbet iihomuehon)

= Flagme olés your acoounl nombin s 16 degn oombist The Bl 16dgplsneondies sy g i g o

L yotit ACRIA Guou )l

= Cleutve Apul 1009 ther allowale FESIC 2 s 3 EE . TS et BB selinnee Sysiog ange
PO Thesss impeovaments nelicd e ceplscsamen? of ogm walgr prpes dee it Sdaiii e, o Wb

it Wi neive

FAINTER & .’-'\SSDC!:—l E

w Mol custserviaquaamerica.com May 05, 2009

PuaE  BG

o

ALLUTH, INUTHDED

001055660 0765013

Fa AR

[RREPR RN} Pyl A et

Oueelions about yior waten surviees | Coatact s befone Hee deoe e,

(YN AL

May 27, 2009

Fata) Aot D

$ 30.31

RSN Y [RZA Vo (RS
Pak it srutw e
VRO

17t Clezagie g ittt gl

Water Usage History

; I I I I
' I I
i I

s

Eatenn bl [T TR ]

H noual

S o iy conrend ane] paong el poshiegg

et e fe fhe gemi wllty S Jitrn:

ottt o b oquonly al e el

A0 you Ae A lowancome cusbomen aned you e nabhe 10 ey your fstdug accenni pluisg coll W7 s A e e mileninalion abiet Aequn

P VO’ R it woaiin e aszasiiiea " e FGOd Pl

AQUA  Water Bill

Arua Penpsylvania, [he,
BE ML Daneaslet Dot e By Mowe BRC3IG T A

Iebugtes ghs o e o pray e
B bipe e s 2 g 0

p

T BT peh VST AT 0

PALARRR R ANTO e d DIGLT LLL o o 1 Gy,
LDONMAAAL TER PPAN TR

16 GO OINY DR

NEW WHEMIRNCTOR P04 G S5 b

'lu“l”l!ll.”llnfn'|IIJlll”unu”ulu.1u||!|”ni|||||

L

g

EETE R TN
DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

Accon et
001055660 0765013

Linne |t

May 27, 2009

Leata] Aot e
$ 30.31

Arviagal B s

Pleseses ke etk payable 10 Agun PA
Powst your ai count sonnbyer e yenn o hedk,
e et 1 ackhess o Tueck,

NDLOSALLONTHSLLINQUONNGO 1 T),
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DOIVRLE (K

a1/81/1994  00: 22
AQUA
TN

A Ponnsylyvaima Tm
i ooy b,

26 COLOHY OR

oo Blragr e
QNGB BV

Pl LAl TYEB I aainaLiLa Tom

ey beenn Sl e
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01/81/1994  BA: 22

Service To:

AQUA

Aqua Pennsylvania, Inc, lel; B71.987.2782

THZ W, L ancastr Bverue Fex: B6E6.780.8292

By Mawa PA TR B8R4

DONNA/WALTER PATINTER
126 COLONY DR
NEW WILMINGTON, PA 15142

Ques

v Ml custservidaguaamerica.com

PAIMTER & &SSDI&S

Account Number

001055660 0765013
AN NAN
11k 7N

PaGE Q9

TSI DAL

Contact us hetore the due atee,
i | ks

Dacember 01, 2009

Fons about your wat@r senvice?
Bill Crate Tatal Amdunt Lo

November 05, 2009 5 31.30

Metef Data feti oatep el e Toowar "o RN AT 1w I
LORAONG b V12109 32 Aciual 31201 S0 b Fet
16/01109 Aciua 20900
Ayerage Daty Usages - 9 Colig Feel lotal Days 32 e Ui Ak Sl Pl

1 GF enuals 748 gadlong.

Billing Detail

Water Usage History

Amount Chavet] rom L ast bl Loa3g )
Talal Payments Receed | 44.19 T ':-[ '
BAlARGR. oooeo oo e e - 0.00 B
Dusiomen Chogs . 1415 i .i
A0 ube et @ B OIS W g O 14,22 : . l
Pl A0 gl Teal @ 30 06007 per o 180
Falal Watir Charges. 29,8 ST I P P I T P I TR I
DS1G Change . 212 Head g W Actual Estimated  BE Cotames
Amount Due T20M09 ... $ 3130

Message Center (see roverss side for oler milonmation)
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DONNAIWALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

Tel: 877.987.2782

Aqua Pennsylvania, Inc.
Bilt Date

Questions about your water service?...

oouossekso 0765013

SHENANGO l

‘Contiact us befdre the due date.

Total Amount Bue Due Date

762 W. Lancaster Avenue Fax: 866.780.8292
Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com January 07, 2008 $ 26.66 January 29, 2008
Meter Data Meler Size Biling Period  Days Read Type Meter Readings | Usage Unils
58882059 5/8 01/03/08 30 Actual 22100 ‘ . 300 Cubic Feet
12/04/07 Actual 21800 i
Average Daily Usage = 10 Cubic Feet Total Days: 30 Total tisage: F 300  Cubic Feet
1 CF equals 7.48 gallons |
!
r
Billing Detail Water Usage Hlstory j
Amount Owed from Last Bil ... $ 2665 - ®
Total Payments ReCaIVEd.........cc..coocovveeerviersceriens s 26.65 _ wp oo
Balanee........ocvcvcvier vt st 0.00 ﬁ’i A T T e e
CUSIOMET CRBIGE.....ccvers e 11.50 Eg ®
270 cubic feet @ $0.045025 per CF .......ccooeeee 12.16 ? wnf
Next 30 cubic feet @ $0.050995 per CF............... 153 = wh
Total Water Charges ..o oo vereriiinriessrnsrecenneres e 25.18 LA K u anu
DSIC ChaMge.........oocrecee v R 1.26 . pr May el Aup Sep Gl -
SUICHAIGE ...t et vnn e e, 0.21 Read Types: M Actual [0 Estimated Custamer
Amount Due 0172908 ..o resere e $ 26.66

Message Center

» Effective August 26, 2007 the Slate Tax Adjusiment Surcharge (Surcharge) is .85% of your water charges.

* Please note your account number is a 16-digit number. The full 16-digits must be provided o ensure comrect posting of your Aqua payment.

* Effective January 1, 2008 the allowable DSIC charge is 5.00 %. This reflects $126.1 million in system improvements made by the company since
July 2006. These impravements include the replacement of aging water pipes and other infrastructure as well as improvements to the quality of the

waler that we serve.

1157850

Raturn this portior with your-payment.
Keep top portion for your records,

AQUA  Water Bill

Aqua Pennsylvania, Inc,
762 W, Lancaster Avenue « Bryn Mawr, PA 19010- 3489

Seq=39823 Cyc=1554 1up=562651

ookkxkkksAUTOx%x3I-DIGIT 1kl C 112 P Lk
DONNAMWALTER PAINTER

. 126 COLLONY DR
NEW WILMINGTON PA 16142-5014

I.l|lllllIilillllllllllllllllIII[I||lllI|||IIIII'I[IIII||IIIII

IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION

PAB430054 . X

Service To: .
DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

Account Number
001055660 0765013
Total Amount Dug Oue Date

$ 26.66 January 29, 2008

Amount Enclosed

LICTLL

Please make check payable to Aqua PA.
Print your account number on your check,
then mall to address on back.

0010556L007L5013000000002kL6L"Y

IR
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Service Tor R
A OUA SOt WAL A 001055660 0765013
- - NEW WILMINGTON, PA 16142 SHENANGO

Aqua Pennsylvania, Inc. Tel: 877.987.2782

Questions about your water service?...

Contact us before the due date.

762 W. Lancaster Avenue Fax; 866.780.8292 Bill Date Total Amaunt Due Due Date
Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com February 08, 2008 $ 37.46 March 03, 2008
Meter Data Meter Size Bilng Penod Days  Read Type Meter Readings Usage Unilg
58882059 5/8 02/05/08 33 Actual 22600 500 Cubic Feet
01/03/08 Actual 22100
Average Daily Usage = 15 Cubic Feet Total Days: 33 Total Usage: 500  Cubic Feet
1 CF equals 7.48 gallons
Billing Detail Water Usage History
Amount Owed from Last Bill .......c.ccoveeevoreero v $ 26.66 Tl T
Total Payments Received.............c.cooeecien e 26.66 -
Balance.........cce et 0.00 J&
Customer Charge...........cccoioeeievereerireeeiesieeesenas 11.50 E%
270 cubic feet @ $0.045025per CF ..o, 12.16 g
Next 230 cubic feet @ $0.050995 per CF ............. 11.73 h
Total Waler Charges ... 3539 0
OSIC ChaIGB........cooviveecerveceeeee et 1.77 Feb Mer Apr Moy lm i Aug Sep Ocl Now Deo Jan Feb
SUMGNAITGE .....cvoveieiee e ettt e s 0.30 Read Types: M Actual 0 estimated Customer
Amount Due 03103/08 ..........ooeriinn i esessnne s $ 3748

Message Center

* Effective August 26, 2007 the State Tax Adjustment Surcharge (Surcharge) is .85% of your water charges.
= Please note your account number is a 16-digit number. The full 16-digits must be provided to ensure coftect posting of your Aqua payment.
* Fffective January 1, 2008 the allowable DSIC charge is 5.00 %. This reflects $126.1 million in system improvements made by the company since

July 2006. These improvements include the replacement of aging water pipes and other infrastructure as well as improvements to the quality of the

watler that we serve.

-

IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION

1157850

Return this portion with your payment.
Keep top portion for your records.

AQUA  Water Bill

Aqua Pennsylvania, Inc.
762 W. Lancaster Avenue » Bryn Mawr, PA 19010-3489

,9//4“72/ 9’/ gy H

Seq=31980 Cycz 1554 1yp=574780

*kkxkxkxAUTO**3-DIGIT 1kL C 93 P 109

DONNAWALTER PAINTER
126 COLONY DR

NEW WILMINGTON PA 16142-5014
R mmanAs R nmraimnn

PAB430054. -

Service To:
DONNA/WALTER PAINTER

126 COLONY DR
NEW WILMINGTON, PA 16142

Account Number

001055660 0765013
Total Amount Due Due Date
$ 37.46 March 03, 2008

Amount Enclosed
L] L
Please make check payable to Aqua PA.

Print your account humber on your check,
then mail to address on back.

pB105566007L502300000000374k9

PRI 000 OO 0 0 0 R LR
e
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DONNA/
126 COLONY DR

Tel: 877.987.2782

Aqua Pennsylvania, Inc.

NEW WILMINGTON, PA 16142

SHENANGO

Questions ahout your water service?... Contact us before the due date.

762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Due Date
Bryn Mawr, PA 19010-3489 e Mall; custserv@aquaamericacom March 06, 2008 $ 32.06 March 31, 2008
Meter Data Meter Size Biling Penod  Days Read Type Meter Readings Usage Units
58882059 5/8 03/04/08 28 Actual 23000 400 Cubic Feset
02/05/08 Actual 22600
Total Usage: 400  Cubic Feet

Average Daily Usage = 14 Cubic Feet Total Days: 28

1 CF equals 7.48 gallons

Billing Detail

Amount Owed from Last Bill ... 3 37.46
Total Payments Received...........covoveine e, 37.46
BalaNCe ...t s s 0.00

Customer ChArge.......oco oo 11.50

270 cubic fest @ $0.045025 per CF.......cooeev 12.16

Next 130 cubic feet @ $0,050935 per CF ............. 6.63
Total Water Chargas .......o..covvceeerieeeiiiee i - 30.29
DSIC Charge.....oovoev v e e 1.51
SUICHAIGE ...t et e e 0.26
$ 3206

Amount Due 0313108 ...

Message Center

Water Usage History

60 [

Ayerage Daty Usage
w Cubuc Feet
-

U ™Mar Apr May Jur Jul Aug Sep Oct Nov Dac Jan Feb Mar

Read Types: M Actuai O} estimated B customer

* Effective Augusl 26, 2007 the State Tax Adjustment Surcharge {Surcharge) is .85% of your water charges.
= Plgase note your account number is a 16-digit number, The full 16-digits mus! be provided to ensure carrect posling of your Aqua payment.

= FEffective January 1, 2008 the allowable DSIC charge is 5.00 %. This reflects $126.1 million in system improvements mads by the company since
July 2006. These improvemenis include the replacement of aging water pipes and other infrastruciure as well as improvements to the quality of the

water that we serve.

—_—— - —— ——— = ———————— e ————— -

IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION
Service To: .. .
DONNA/WALTER PAINTER
126 COLONY DR
NEW WILMINGTON, PA 16142

1157850 PAB4I00SE - .
Retum this-portion with your payment.
Keep top portion for your records.

AQUA  Water Bill

Aqua Pennsylvania, Inc.

762 W. Lancaster Avenue « Bryn Mawr, PA 19010-3489 Account Number

001055660 0765013

/ 74 / 07 Total Amount Due Due Date

S by $ 32.06 March 31, 2008
Al t Enclosed

Seqr 36878 Cyo= 1554 1up=583517 2 /13 /0 7 \mount Enclasec

sxxx ke AUTO¥*3-DIGIT 1kl € 100 P 111 *‘___ [ “}

DONNAMALTER PAINTER
126 COLONY DR
NEW WILMINGTON PA 16142-5014

llll“l”lllIl“lnllllll'lll'lII”llllll”lllllll'l'll'll‘ll{l{

Please make check payable to Aqua PA.
Print your account number on your check,
then mail to address on back.

gt/ﬁ’P‘fYK

001055b60076501300000000320k2
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Notes:

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

Fluoride: Fluoride may help prevent tooth decay for children, but can be harmiul in excess. Customers in the Shenango Division receive water from
fluoridated supplies. This information may be helpful to you, your pediatrician or your dentist in determining whether fluoride supplements or
treaiment are apprapriate. :

Maximum Contaminant Leve) (MCL): The highes! level of a contaminant that is allowed in drinking water. MCLs are set as close to the MCLGs:as
feasible using the best availabte treatment lachnology. Some levels are based cn a running annual average.

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

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

Maximum Residual Disinfectant Level Goal (MRDLG): The level of a drinking water disinfectant below which there is no known or expected risk to

health. MRDLGs do not reflect the benefits of the use of disinfectants to control micrebial contaminants.

NA: Not applicable.

ND: Not detected.

NTU: Nephelometric turbidity unit {cloudiness of water).

ppb: A unit of concentration equat to one part per billion,

ppim: A unit of concentration equal to ane part per milfion.

PWSID: Public water supply identification number,

Total Organic Carbon: The level reported under “Leve) Found” for Total Organic Carbon (TOC) is the lowes! ratio between percentage of TOC
actually removed to the percentage of TOC required o be removed. A value greater than one indicates that the water system is in compliance with
the TOC removal requirements. A value of less than one indicates a Treatment Technique violation of the TOC removal requirements.
Turbidity: Manitored as a measure of treatment efficiency for removal of particles. Plant Performance Level: 0.3 NTU.

Treatment Technigue (TT): A required process inlended to reduce the level of a contaminant in drinking waler.

Unreguilated Cantaminant Monitoring Rule: During 2003, monitoring was conducted for a series of unregulated compounds. This is a federal
program and results wera reported lo USEPA. There were no unregulated contaminants detected in the Shenango Valley Division system.

Our water systems are designed and operated-to deliver-water-{o-our customers'plisibing systems that-complies withistate:and.federal
drinking water standards. This water is disinfected using chlorine, but it is not necessarily sterile. Customers’ plumbing, includingaps s ...
treatment devices, might remove, introduce or increase contaminants in tap water. All customers, and in particular aperators of fadilities®
like hotels and institutions serving susceptible populations (like hospitals and nursing homes), should properly operate and maintain the
plumbing systems in these facilities. You can obtain additional information from the EPA's Safe Drinking Water Hotline at 800.426.4791.

AN DRRRAUM AR N
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PAG430054

2007 Shenango Valley Division Water Quality Report
PWSID# PA6430054

Este informe contiene informacion muy imporianie sobre su agua de beber. Tradtizealo o hable con alguien que lo entienda bien.

About Your Drinking Water -- Aqua Pennsylvania, Inc. (Aqua) is pleased to provide you with its 2007 Consumer Confidence Report for the
Shenango Valley Division {public water supply |D PA6430054}, which contains important information about your drinking water. The report
summarizes the quality of water Aqua provided in 2007 including details about water sources, what the water al your tap conlains, and how it
compares to standards set by regulatory agencies. We are pleased to report that we were in compliance with all water quality regulations in 2007.
Although the report fists only those regulated substances that were detected in your water, we test for more than whal is reported. This report is only
a summary of our testing during 2007, If you have any quaestions about the information in this report, please call 724.347.7418.

Sources of Supply - Water for the Shenango Valley Division comes from the Shenango River, which is fed by a 650-square mile watershed located
north of Sharon, Pennsylvania, A Source Water Assessmant for the Shenango River was completed in 2003 by the Pennsyivania Department of
Erwironmental Protection (DEP}. Information on source water assessment is available on the DEP Web site at www.dep.state.pa.us (DEP keyword
“source water’). Complete reports were distributed lo municipalities, water suppliers, local planning agencies, and DEP offices. Copies of the
complete report are available for review at the DEP Narthwest Regional Office, 814.332.6899.

The sources of drinking water {tap water and bottled water) include rivers, lakes, streams, ponds, reservoirs, springs, and wells. As water
travels over the surface of the land or through the ground, it dissolves naturally occurring minerals and radioactive material, and can pick
up substances resulting from the presence of animals or from human activity.

Contaminants that may be present in source water include:
« Micrabial contaminants, such as viruses and bacteria, which may come from sewage treatment plants, septic systems, agricultural livestock

operations, and wildiife.
« Inorganic contaminants, such as salts and metals, which ¢an be naturally oceurring or result from urban storm runoff, industrial or domestic

wastewaler discharges, oil and gas production, mining, or faming.
» Pesticides and herbicides, which may come from a variety of sources such as agriculture, stormwater runoff, and residential uses.
» Organic chemical contaminants, inciuding synthetic and volatile organics, which are byproducts of industrial processes and petroleum production,
and can also come from gas stations, urban stormwater runoff and septic systems.
¢ Radioactive contaminants, which can be naturally occurring or result from oil and gas production and mining activities.
In order o ensure that tap water is safe to drink, EPA prescribes regulations that limit the amount of certain contaminants in waler provided E,z}f:ggpg&
waler systems. FDA regulations establish fimits for-contaminants-in bottled water, which-must provide the same protection-for public-health.

Drinking water, including bottled water, may reasonably be expected to contain at feast small amounts of some contaminants. The presence of
contaminants does not necessarily indicate that water poses a health risk. More information about contarrinants and potential health effecls can be

abtained by calling the Environmental Protection Agency’s (EPA) Safe Drinking Water Hotline at .800.426.4791.

Some people may be more vulnerable to contaminants in drinking water than the general population. Immuno-compromised persons such

as persons with cancer undergoing chemotherapy, persons who have undergone organ transplants, people with HIVIAIDS or other
immune system disorders, some elderly, and infants can be particularly at risk from infections. These people should seek advice about

drinking water from their health care providers. EPA/CDC guidelines on appropriate means to lessen the risk of infection by
cryptosporidium and other microbial contaminants are available from the Safe Drinking Water Hotline at 800.426.4791.

[N IR
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AL " DONNA/WALTER PAINTER il T
AOUA e 001055660 0765013
NEW WILMINGTON, PA 16142 SHENANGO
Aqua Pennsylvania, Inc, Tel: 877.987.2782 Questions about your water service?... Contact us before the due date. i
762 W. Lancaster Avenue Fax: 866.760.8292 gill Date Totat Amount Due Due Date
Bryn Mawr, PA 19010-3489 & Mail; custserv@aquaamerica.com April 07, 2008 $ 37.14 April 29, 2008
Meter Data Meler Size Bifiing Period  Days Read Type Meter Readings Usage Units
58882059 518 D4/03/0B 30 Achual 23500 500  Cubic Feet
03/04/08 Actual 23000
Average Daily Usage = 16 Cubic Feet Total Days: 30 Total Usage: 500  Cubic Feet
1 CF equals 7.48 gallons
Water Usage History

Billing Detail

Amaount Owed from Last Bill ..o, $ 32.06
Total Payments Received ..o, 32086 .
BAIANCE. ... oo 0.00 L§:
Customar Charge........c.....ccoovevoervecoeeeneeeeeseen. ' 11.50 ) cg
270 cubic feet @ $0.045025 per CF .......ooeooce.. 12.16 §'
Next 230 cubic fest @ $0.050995 per CF ............ 173 “
[T)céllaé \é\l:::; PE:Jman;,as ...................................................... 315?? o 'Aug O oy D T Mot
SUICRAGE ..o eererseno et 0.02 Credit Read Types: M Actual (1 Estimated Customer
Amount Due 04/29/08 ..............cccomvvverercemsrecrenirineenns $ 3714

Message Center

® Effective April 1, 2008 the State Tax Adjusiment Surcharge (Surcharge) is {.07%) of your water charges.

®* Please note your account number is a 16-digit number, The full 16-digits must be provided to ensure correct posting of your Aqua payment.

» Effective April 1, 2008 the allowable DSIC charge is 5,00 %. This reflects $137.5 million in system improvements made by the company since July
2006. These improvements include the replacement of aging water pipes and other infrastructure as well as improvements to the quality of the water

that we serve.

1157850 IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION PAGA3005AME 5. 3
. AEY 10007
. Return this partion with-your payment. Service Te: :
Keep top portion for your records. ?26"'?3{ :,INIAYLL? PAINTER
A QU A Water Bill NEW WILMINGTON, PA 16142
Aqua Pennsylvania, Inc.
762 W. Lancaster Avenue « Bryn Mawr, PA 19010-3489 account Number
001055660 0765013
Total Amount Due Due Date
$ 37.14 April 29, 2008
Amount Enclosed
Seq=37812 Cyc1554 1up=593197 —_ — .
*xrxxkxxkAUTO*xx3-DIGIT LbY € 109 P 127 $L} :i f'H‘ J
DONNAMALTER PAINTER = bl e
126 COLONY DR Please make check payable to Aqua PA.
NEW WILMINGTON PA 16142-5014 Print your account number on your check,

bedldaeed L edeatd el il ebeedslibndvehe) . then mail to address on back.

00L0556L007650130000000037L47
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"~ 001055660 0765013

R

.126 COLONY DR
NEW WILMINGTON, PA 16142 SHENANGO
Aqua Pennsylvania, Inc. Tel: 877.987.2782 Questions about your water service?... Contact us before the due date.
762 W, Lancaster Averne Fax: 866.780.8292 8ill Date Total Amount Due Due Date
Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com May 05, 2008 $ 37.14 May 28, 2008
Meter Data Meler Size Biling Period Days  Read Type Meler Readings Usage Unils
58882058 58 05/1/08 28 Actual 24000 500  Cubic Feet
04/03/08 Actual 23500
Average Daily Usage = 17 Cubic Feet ' Total Days: 28 Total Usage: 500  Cubic Feet

1 CF equals 7.48 galions

Billing Detail Water Usage History

Amount Owed from Last Bill ..., $ 37.14
Total Payments Recaived..........occc.oovoeveoeeois oo 3714 5
Balance..... 0.00 %%
CUSOMEr Charge........ovv...oveeererer oo 11.50 £3
270 cubic fest @ $0.045025 per CF ......co.evvvineene. 12.16 é‘s
Next 230 cubic fest @ $0.050995 per CF............. 11.73
Total Water Charges ... 35.39 0
DSEC CRAIGE. ..o e e 1.77 Map i il Aug Sop Ot Nov Do Jon Feb Mor Apr ey
SUICRAIGE ... oot 0.02 Credit  Read Types: Actual D Estimates 8 customer
Amount Due 05/28108 ..............ccovececerrecererrnienn, $ 37.14
Message Center

* Effective April 1, 2008 the State Tax Adjustment Surcharge (Surcharge} is {.07%) of your water charges.

* Please note your account number is a 16-digit number. The full 16-digits must be provided to ensure correct posting of your Aqua payment.

= Effective April 1, 2008 the allowable DSIC charge is 5.00 %. This reflects $137.5 million in system improvements made by the company since July
2008. These improvements include the replacement of aging water pipes and other infrastructure as well as improvements to the quality of the water

that we serve.

1157850 IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION PABA300SA
Return this portion with your payment. Service To. AR
: Keep top portion for your records. DONNA/WALTER PAINTER
A UA w t B- “ 126 COLONY DR,
QL ater bl NEW WILMINGTON, PA 16142
Aqua Pennsylvania, Inc,
762 W. Lancaster Avenue « Bryn Mawr, PA 19010-348%
Account Number
/ 2 001055660 0765013
5 / 7 Total Amount Due Due Date
/ $ 37.14 May 28, 2008

gC

-~ A

Seq=29081 Cyc=1554 1up=601603 //ﬂojxf Amount Enclosed
*AekkKexAYTO®xI-DIGIT LbL € &4 P 1L1) $ ID r

DONNA/MWALTER PAINTER
126 COLONY DR Please make check payable to Agua PA.
NEW WILMINGTON PA 16142-5014 Print your account number on your check,

bl e Hedsd e W cnnd bl do by Lo b L then mail to address on back.

0010556L007650130000000037L47
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Service To

DONNA/WALTER PAINTER 001055660 0765013

126 COLONY DR
NEW WILMINGTON, PA 16142 SHENANGO

Aqua Pennsylvania, Inc, Tel: 877.987.2782 Questions about your water service?... Contact us before the due date.

762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Due Date

Bryn Mawr, PA 19010-3480 e Mail: custserv@aquaamerica.com June 05, 2008 $ 37.14 June 27, 2008
Meter Data Meter Size Billing Period Days Read Type Metgr Readings Usage Unils

58882059 5/8 06/03/08 33 Actual 24500 500  Cubic Feet
05/01/08 Actual 24000
Average Daily Usage = 15 Cubic Feet Total Days: 33 Totat Usage: 500  Cubic Feet
1 CF equals 7.48 gallons

Billing Detail Water Usage Hlstory
Amount Owed from Last Bill .........cooevvervroovcerreree. $ 37.14 )
Tolal Payments Received............coooveciiiveverceeerr e 37.14 .
Balance..........ooireeiccee et 0.00 § <
CUSIOMEE Charge.......ovovoveeereeseere e 14.50 k] é

270 cubic feet @ $0.045025 per CF ................... 12.16 4

Mext 230 cubic fest @ $0.050995 per CF............. 11.73 <
Total Water Charges .........c..coccovveciieiernecnercccrnn e 35.39 0
DSIC Charge........cccvvevrvvenrcsires TR 1.77 i Aug Sep Oct Rov Dec Jon Fob Mar Apr Wy Jin
SUMCRAIGE ..ot eev e 0.02 Credit Read Types: R Actual O Eestimated Customer
Amount Due 06127108 .............corrveeieeeeerirvemieseresnns $ 3714
Message Center

= Eftective April 1, 2008 the State Tax Adjustment Surcharge (Surcharge) is {.07%) of your water charges.
® Please note your account number is a 16-cligit number. The full 16-digits must be provided to ensure comect posting of your Aqua payment.

= Effective April 1, 2008 the allowable DSIC charge is 5.00 %. This reflects $137.5 miflion in system improvements made by the company since July
2006. These improvements include the replacement of aging water pipes and other infrastructure as well as improvements to the quality of the water

that we serve.

1157850 IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION PAGAI00SEL 15
Return this portion with your payment. Service To:
Keep top portion for your records. fgggg{myl{:f PAINTER
AQUA  Water Bill NEW WILMINGTON, PA 16142
Aqua Pennsylvania, Inc.
762 W. Lancaster Avenue » Bryn Mawr, PA 19010-3489
Account Number
Y 001055660 0765013
';// 7y P Total Amount Due Due Date
/ 0! 2° ? $ 37.14 June 27, 2008
0G
$eq=38607 Cyc=1554 1up=611039 0 Amount Enciosed
*kkkkxRkAUTOx*%3-DIGIT LEL C 113 P 137 $DD DD
DONNAAMWALTER PAINTER L
126 COLONY DR Please make check payable to Agua PA.
NEW WILMINGTON PA 16142-5014 Print your account number on your check,

then mail to address on back.

- Illl“l“lllll”IIII|l|l||l|IIIHIlllll”lllIIIIlIlI“IIlIIIll
00105566L007650130000000037147
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DONNA/WALTER PAINTER | T ' ‘
A U A D e 001055660 0765013
NEW WILMINGTON, PA 16142 SHENANGO
Aqua Pennsylvania, Inc. Tel: 877.987.2782 Questions about your water service?... Contact us before the-due-date.
762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Due Date’
Bryn Mawr, PA 19010-3489 e Mail: custserv@aquaamerica.com July 03, 2008 $ 31.78 July 25, 2008
Meter Data Meter Size Billing Period Days Read Type Meter Readings Usage Unils
58882059 5/8 07/01/08 28 Actual 24900 400  Cubic Feet
06/03/08 Actual 24500
Average Daily Usage = 14 Cubic Feel Total Days: 28 Total Usage: 400 Cubic Feet
1 CF equals 7.48 gallons !
_ i
Billing Detail Wfater Usage Hlstory
Amount Owed from Last Bill ..........ccoovveiiiiieiiies $ 37.14
Tolal Paymenis ReceiVed.................ccc.coorervvererseerns 3714 -
Balance...... 0.00 :.ﬁ'&
CUstamer Charge........covceoveeeeieieereeees oo, 11.50 ) é
270 cubic feet @ $0.045025 per CF ..........cc......... 12.16 g
Next 130 cubic feet @ $0.050995 per CF ............. 6.63 =
Total Water Charges .............ccoovoeerrmens oo, 30.29 0
DSIC CRAIGE. ... 151 A" fug Sep Oct Nov Dec Jon Feb M Aot Moy
SUICRAGE ... s sr s 0,02 Credit Read Types:  E Actual (] Estimated EJ Customer

Amount Due 07/25/08 ..., $ 31.78

Message Center

= Effective April 1, 2008 the State Tax Adjustment Surcharge {Surcharge) is {.07%) of your water charges.

* Please note your account number is a 16-digit number. The full 16-digits must be provided to ensure correct posting of your Aqua payment.

® Effective July 1, 2008 the allowable DSIC charge is 5.00 %. This reflects $141.3 million in system improvements made by the company since July
2006. These improvements inciude the repiacement of aging water pipes and other infrastructure as well as improvements to the quality of the water

that we serve.
- 57850 B IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION PAGA300S 4+
Return this partion with your payment. Seryice To: A
Keep top partion for your records. ?gggg{g:‘#—;i“ PAINTER

AQUA  Water Bill NEW WILMINGTON, PA 16142

Aqua Pennsylvania, Inc.

762 W. Lancaster Avenue » Bryn Mawr, PA 19010-3489 Account Number
001055660 0765013
Total Amount Due Due Date
$ 31.78 July 25, 2008

Amount Enclosed

Seq=21553 Cyo=1554 1up=619248 0765013 . -
kkxxkxkk AUTO**3I-DIGIT Lkl C L9 P 98 $LjD D(:]

DONNAMALTER PAINTER
126 COLONY DR Please make check payable to Aqua PA.
NEW WILMINGTON PA 16142-5014 Print your account number on your check,

Lol lllsworc b deabalsbabudboena bl b Bl then mail to address on back.

00L05566007L50L3000000003178%
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DONNA/ WALTER PAINTE
126 COLONY DR 001055650 0765013
NEW WILMINGTON, PA 16142 SHENANGO
Aqua Pennsylvanta, Inc. Tel: 877.987.2782 Questions about your water service?... Contact us before the due date.
762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Due Date
Bryn Mawr, PA 19010-3489 & Mail: custserv@aquaamerica.com August 11, 2008 $ 26.43 September 03, 2008
Meter Data Meler Size Biling Period Days Read Type Meter Readings Usage Units
58882059 518 08/01708 31 Actual 25200 300  Cubic Feet
07/01/08 Actual 24300
Average Daily Usage = 9 Cubic Feet Total Days: 31 Total Usage: 300  Cubic Feet
1 CF equals 7.48 gallons
Billing Detail Water Usage History
Amount Owed from Last Bill ..o, $ 31.78 ®
Total Payments ReCaIVEd......................cccoverecirinns 31.78 5 ol
Balanee......ccoooevveeireierice et e 0.00 § « @
CUSLOME! ChaIGB......v..cecvvveeverss s ssereree e 11.50 ] é )
270 cubic faet @ $0.045025 per CF .........c........ 12,16 £
Next 30 cubic feet @ $0.050995 per CF ............... 1.53 = wp
Total Wster Charges ... ) ;g 0 e D P M g
DSIC ChagB......oiieeereet e s 1.
SUMCHANGE ..ottt 0.02 Credit Read Types: M Actual O Estimated Customer
Amount Due 09/03/08 ...t s $ 26.43

Message Center

= Effective Apnl 1, 2008 the Siate Tax Adjusiment Surcharge {Surcharge} is {.07%) of your water charges.

= Please note your account number is a 16-digit number. The full 16-digits must be provided to ensure correct posting of your Aqua payment.

a Fffective July 1, 2008 the allowable DSIC charge is 5.00 %. This reflects $141.3 million in system improvements made by the company since July
2006. These improvements include the replacement of aging walter pipas and other infrastructure as well as improvements to the quality of the water

that we serve.

IMPORTANT NOTICE: SEE REVERSE SIDE FOR OTHER INFORMATION PAB430054

1157850
Return this portion with.your payment. Service To: . _ . e
Keep top partion for your records. DONNA/WALTER PAINTER
A U A Wat B- " 126 COLONY DR
Q_, er l NEW WILMINGTON, PA 16142
Aqua Pennsylvania, Inc,
762 W. Lancaster Avenue « Bryn Mawr, PA 19010-3489
Account Number
001055660 0765013
C{ 7 Total Amount Due Due Date
(” [ Y $ 26.43 September 03, 2008
£ | ’ Amount Enclosed

Seq=40411 Cyc=1554 1up=630851 0765013

*xxxxxxkAUTO**3-DIGIT Lkl € LD9 P 118 $DD |:| u

DONNAMALTER PAINTER '

o LNy o Please make check payable to Aqua PA.

NEW WILMINGTON PA 16142-5014 Print your account number on your check,
bodbliondd et foand bbbl ol Lol then mail to address on back.

0010556600 7650130000000026435
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2000 One Logan Square : M I__,e .

Philadelphia, PA 19103-6393 Organ’ . WIS

215-963-5000 @BOCklUS LLD
COUNSELODRS AT L AW

Fax: 216-963-5239

Anthony C. DeCusatis
215-963-5034

RECEIVED

MAY 2 4 2013

March 15, 19986

VIA HAND DELIVERY

Mr. John G. Alford, Secretary
Pennsylvania Public Utility Commission
New Filing Section, Room B-18

North Office Bullding

Commonwealth and North Streets

P.O, Box 3265

Harrisburg, PA 17120

PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU

Re: Petition of Pennsylvania-American Water Company
For Approval To Implement A Tariff Supplement
Establishing A Distributicn System Improvement Chardge

Dear Secretary Alford:

Enclosed for filing are an original and seven (7) copies of the
Petition of Pennsylvanla-Amerlcan Water Company For Approval To
Implement. A Tariff Supplement Establishing A Distribution
System Improvement Charge ("Petltlon"), together with
supportlng data as specified in 52 Pa. Code § 53.52. As noted
in the Petition, PAWC requests approval to file the proposed
tariff supplement, submitted as Exhibit A to the Petition, to
become effective as of July 1, 1996,

As evidenced by the attached certificate of service, copies of
the Petition and supporting data have been served upon the
Office of Trial staff, the Office of Consumer Advocate and the

Office of Small Business Advocate.

An additional copy of this letter, the Petition and supporting
data are enclosed, which we reguest that you date stamp as

evidence of filing.

Very truly yours

L(C\J\LL\._UU..l(‘ ____} (x_{ }d‘ llv
De

Anthony C Cusatis
ACD/lmsE.J

Encl. :
cc: Per Certificate of Service (w/encl}

Philadefphia ~ Washinglon New York Los Angeles Miami Harrisburg Princeton London Brussels Frankturt  Tokyo



BEFORE THE

PENNSYLVANIA PUBLIC UTILITY COMMISSION

RE: PETITION OF PENNSYLVANIA~AMERICAN
WATER COMPANY FOR APPROVAL TO
IMPLEMENT A TARIFF SUPPLEMENT
BESTABLISHING A DISTRIBUTION
SYSTEM IMPROVEMENT CHARGE

4% %a ee se g

CERTIFICATE OF SERVICE

I hereby certify that I have, this

Docket No.

15th day of March,

1996, served a true and correct copy of the aforementioned

Petititon and supporting data specified in 52 Pa. Code § 53.52

upon the persons and in the manner indicated below:

BY HAND DELIVERY

Irwin A. Popowsky, Esd.
Consumer Advocate

Dianne E. Dusman, Esg.
Office of Consumer. Advocate
1425 Strawberry Sguare
Harrisburg, PA 17120

Charles F. Hoffman, Esq.
Wayne T. Scott, Esd.
Pennsylvania Public Utility
. Commission

Pitnick Building, 3rd Floor
901 North 7th Street

P.O. Box 3265

Harrisburg, PA 17105-3265

Bernard A. Ryan, Esd.
Small Business Advocate

office of Small Business Advocate

Suite 1102, Commerce Building
300 North Second Street
Harrisburg, PA 17120

T U’ “/(n

DATED:
Thomas P/

March 15, 1996 (@U(im,u

Gadsden

Anthony/C, DeCusatis
Counsel| for Pennsylvania-

America

Water Company




BEFORE THE
PENNSYLVANIA PUBLIC UTILXITY COMMISSION

RE: PETITION OF PENNSYLVANIA-AMERICAN
WATER COMPANY FOR APPROVAL TO
IMPLEMENT A TARIFF SUPPLEMENT
ESTABLISHING A DISTRIBUTION
SYSTEM IMPROVEMENT CHARGE

Docket No.

et e e

LI T RN O S

PETITION

Pursuant to Section 1307 (a) of the Public Utility Code, 66
Pa.C.5. § 1307 (a) and the regulations of the Pennsylvania Public
Utility Commission (the "Commission") at 52 Pa. Code § 5.41,
Pennsylvania-American Water Company ("PAWC" or the “Company”)
hereby requests approval to implement the tariff supplement
attached hereto as Exhibit A to be effective for service rendered
on and after July 1, 1996. Approval of the proposed tariff

supplement is proper and in the public interest for the reasons

set forth fully below.

I. INTRODUCTION AND OVERVIEW

1. PAWC requests the Commission’s approval to establish a

Distribution System Impro?ément'Charge ("DSICY), pursuant to

Section 1307(a) of the Public Utility Code, to recover the fixed

costs (depreciation and pre-tax return) of certain non-revenue
producing, non-expense-reducing distribution system improvement
projects completed and placed in service between base rate cases.
The DSIC will not apply initially to customers located within the

authorized service territory formerly served by the Pennsylvania

-] -
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Gas and Water Company ("PG&W") that was acquired by PAWC as of
February 16, 1996. Likewise, the Company'’'s investment in
infrastructure improvements made within the service territory

acquired from PG&W are not included in the initial calculation of

the surcharge under the DSIC. All references made hereafter in

this Petition to the Company’s number of customers, rate base,
revenues, expenses, investment in public utility property and
similar data shall exclude the effect of the Company’s

acquisition of PG&W’s water business, unless expressly stated

otherwise.

2. The DSIC is designed to provide the Company with the
rasources it needs to accélerate‘its investment in new utility
plant to replace aging water distribution infrastructure, comply
with evolving regulatory reguirements imposed by the Safe
Drinking Water Act ("SDWA"), develop and implement solutions to
regional water supply problems and participate in the costs of

extending facilities to serve new customers.

Innocvative alternatives to traditional base rate

filings are essential if the Company is to meet the challenge of
infrastructure replacement and rehabilitation. The magnitude of
this problem is formidable. To illustrate, the Company has
approximately 5,600 miles of mains and is currently replacing

between 25 and 30 miles of main each year. At this pace, it

would reguire between 185 and 225 years to make all of the needed

improvements in existing facilities. Significantly, the

-2
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Company’s total investment in mains has an average remaining life
of approximately 75 years. Obviously, the Company must find a
way to significantly increase the rate at which it will make
improvements to its distribution system in order to prevent the
degradation of water guality and reliability and to avoid

saddling customers in the not too distant future with an enormous

liability for deferred improvements. In this regard, it must be

kept in mind that water is the only utility service that is
ingested and, consequently, a degradation of water quality could
present unigue public health and safety concerns. Thé DSIC is
designed to address this mounting problem by giving the Company

the resources it needs to make improvements in a timely and

orderly fashion.

3. The Company proposes that the DSIC become effective for

bills rendered on and after July 1, 1996. The initial charge -

will be calculated to recover the fixed costs of eligible plant
additions that have not previously been reflected in the

Company’s rate base and will have been placed in service between

August 1, 1995Y and May 31, 1996. Thereafter, the DSIC will be

updated on a quarterly basis to reflect eligible plant additions

placed in service during the three-month periods ending one month

prior to the effective date of each DSIC update.

v The Company’s currently-effective base rates were
established in a rate proceeding at Docket No. R-00943231 on
the basis of data for, a future test year ending July 31,

1995,
.

FiN3/ 114435, 1




4. The PSIC will be expressed as a percentage and will be
applied to the total amount billed tc each customer under the
Company’s otherwise applicable rates and charges, excluding
amounts billed for public fire protection service. 1In Exhibit B
to this Petition, the Company has set forth a sample calculation
of the DSIC reflecting actual DSIC-eligible additions through
January 31, 1996 and projécted additions of DSIC-eligible plant
through May 31, 1996.%. The cost elements (depreciation and

pre-tax return) included in the calculation of the DSIC are

explained in detail in Section VI., infra. Based on the
calculations in Exhibit B, the charge that would become
effective, with Commission approval, as of July 1, 1996, would be
1.01%. This would add approximately 28 cents to the monthly bill

for an average residential customer of the Company.

5. The DSIC will be capped at 5% of the amount billed to

customers under otherwise applicable rates and charges. If the

cap were reached, no further increases in the DSIC would be

permitted.

6. The DSIC will be subject to an annual reconciliation,

whereby the revenue received under the DSIC for the

reconciliation period will be compared to the Company’s eligible

costs for that period. The difference between such revenues and

& If the DSIC is approved, this calculation will be updated
with actual data as of May 31, 1996 in a filing to be made
not less than 10 days prior to the proposed implementation

date.
...4_
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costs will be recouped or refunded, as appropriate, in accordance
with Section 1307(e). In addition, the DSIC will be subject to

audit at intervals determined by the Commission.

7. The DSIC will be reset at zero as of the effective date
of new base rates that provide for prospective recovery of the
annual costs that had theretofore been recovered under the DSIC.
Thereafter, only the fixed costs of new. eligible plant additions

would be reflected in the guarterly updates of the DSIC.

8. The DSIC will a¥so be reset at zero if, in any quarter,
data filed with the Commission in the Company’s then mest recent
Annual and Quarterly Earnings Reports show that the Company will
earn a rate of return that would exceed the rate of return used

to calculate its fixed costs under the DSIC.

ITI. THE NEED FOR THE DSTIC

8. For many years, it was assumed that the water utility

business was a relatively risk-free endeavor, particularly in
comparison with other fixed utilities. Sources of supply were
abundant, water guality concerns were few and capital
requirements were minimal and largely attributable to requests

for new service. Unfortuﬁétely, that is no longer the case.

10. Due to a variety of legislative and regulatory
initiatives, PAWC, along with other major water companies, has

been required to make a very significant investment in new

utility plant in recent years. Such projects have included the

-5—
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filtration of surface water supplies in compliance with the SDWA,
the replacement of aging water distribution system
infrastructure, the implementation cof meter replacement programs

and the active participation in the development of solutions to

regional water supply problems. Notwithstanding this substantial

undertaking, PAWC does not expect its capital attraction needs to
abate. Indeed, capital expenditures are projected to exceed $97
million in 1997 alone. Moreover, this figure does not take into
account the potential ramifications of Act 27, which authorizes
the Commission to require “capable public utilities" to acguire
small troubled water systems under certain specified conditions
(see 66 Pa.C.S. § 528). Aas evidenced by its recently adopted

Policy Statement (Incenti&es For Acquisition And Merger Of Small

Nonviable Water Utilities, Docket No. M-00950686 (February 22,

1996)), the Commission is encouraging largef water companies to

help deal with the problem of small, troubled water systems.¥

As noted in Paragraph No. 1, supra, and as more fully

discussed in Section III, infra, the Company faces a large and
growing challenge to make improvements to its distribution system
before that property reaches the end of its service life and

begins to create serious, adverse effects on water quality and

service reliability. Simply stated, the integrity of the

3/ PAWC has been particularly active in this area, as evidenced
by its recent acquisition of a number of small, troubled
systems such as Skyline Water Company, Hickory Water
Company, Silver Water Company, A Country Place Water Company
and Pocono Farms East Water Company.

-5
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Company’s distribution system and its future viability may be put

at risk if PAWC is not given the necessary regulatory flexibility

to deal with this problem,.

11. Apart from the sheer magnitude of the future capital
investment facing PAWC, it‘must be kept in mind that most of the
projects involved will not produce any additional sales. For
example, responsible water utilities typically replace, on
averade, 5% of their existing meters each and every year.
Similarly, the replacement or cleaning and ‘1ining of an aging
distribution main does not increase a water utility’s available

water supply -- it simply enables the utility to provide a safer,

more reliable and more environmentally acceptable product.

12. When a utility is engaged in a relatively large capital
program consisting of many smaller revenue neutral projects (i.e.
non-revenue producing and non-expense reducing), each completed

project places a strain on earnings until the utility next seeks

and - is granted rate relief. This is currently the case for PAWC

as it allocates more of its capital resources to small revenue

neutral projects. As shown by the data in Exhibit C, revenue-

neutral infrastructure replacement projects, while relatively
small on an individual basis, are a large and increasing

component of the Company’s total construction budget.

13. If sales to existing customers grew at a rate
sufficient to offset the Company’s mounting capital costs, the
lag in recognition of new plant additions would obviously pose a

-7 -
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far less serious problem. Unfortunately, that has not been the

experience of PAWC or of most water utilities in Pennsylvania.
To the contrary, due to an aging population, new plumbing codes,
conservation and other factors, average residential customer
usage has been flat in many parts of the Commonwealth and has
actually declined in some areas. To illustrate, despite the
addition of approximately 38,200 custowers since 1989, PAWC’s

total sales of water for 1995 were 328 million gallons less than

such sales in 1989, At the same time, PAWC has worked hard to

keep its expenses in check. During the 6-year period from 1989
to 1995, the Company’s total per-customer operating and
maintenance expenses, excluding depreciation, have increased by

less than ‘the rate of inflation. In other words, in real dollar

terms, total per-customer operating and maintenance expenses have

declined.

14. In light of the mounting challenges described above, it

is critically important that PAWC maintain access to the capital

markets on reasonable terms. While this task would be formidable

under normal circumstances, it has been made all the more
difficult by Standard and Poor’s ("S&P"} tightening of the
ratings benchmarks for water utilities. Those revisions, which,
amongst other things, increased coverage reguirements and

decreased acceptable debt leverage levels, underscore the

investment community’s growing concern over the risks facing the

water utility industry today. Particularly insightful in this

PHO3/114439.1




regard are the following excerpts from the June 15, 1992 edition

of Creditweek in which S$&P published the new benchmarks:

S&P has revised its public financial
benchmarks for investor-owned water
ntilities., The more stringent standards
. were implemented as a result of
S&P’s conclusion that credit risk has
escalated in the water utility industry
in recent years due to significant
challenges related to developing future
water supplies and assuring the quality
of existing supplies

* * *

Poor internal cash generation along with
modest demand growth of under 1% will
regquire state utility regulators to play
an even more significant role in the
future financial well-being of the
industry. Traditional ratemaking policy
has not provided sufficient credit
support during the construction cycle of
the electric industry over the past 15
years. To avoid a repeat in the water
industry, regulators must be aware of
the increased challenges the industry
faces., With large rate-~base addjitions,
along with increasing nonrevenue-—
producing assets to meet future and
current water needs and mandated water
guality standards, regulators will need
to implement innovative regulatory
policy to allow for reasonable financial
measures. (Emphasis added.)

15. The adoption of the DSIC represents the type of
"innovative regulatory policy” that is needed if PAWC is to have
a meaningful opportunity éo recover its capital costs on revenue-
neutral distribution system improvement projects and thereby
remain in a position to attract needed capital at the lowest

possible cost for all of its construction requirements.

-0 -
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III. THE KINDS OF PLANT ADDITIONS THAT
WILL BE ELIGIBLE FOR THE DSIC

16. Under the Compaéy’s proposal, only specified and
limited categories of plant additions will be eligible for cost
recovery under the DSIC. Specifically, eligible property
additions will consist of revenue-neutral infrastructure

replacement projects and Company-funded main extensions.

17. . Revenue-neutral infrastructure replacement projects
will be limited to services and meters installed as replacements
for existing customers and mains installed as replacements for
existing facilities that have worn out, are in deteriorated

condition, or are otherwise at the end of their service lives.

18. Company-funded main extensions consist of facility
extensions installed at tge reﬁuest of bona fide applicants for
service, less the cost advanced or contributed by the applicant.
Under the Company’s existing tariff rules, PAWC is required to
fund a main installation to the extent that the annual revenue to
be received from the customer(s) served therefrom is sufficient

to cover the Company’s annual incremental operating and

maintenance expenses associated with serving the customer(s) and

depreciation expense on that investment. This currently amounts
to approximately $11,000 for each residential customer. The
formula for determining the Company’s funding obligation leaves

the capital costs on the Company’s investments subject to

-.10_.
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inclusion in rates at some future date, theréby defining that

portion of the investment as non-revenue supported.

19. As discussed in Section II, supra, the DSIC-eligible
property additions are individually small but represent a very
substantial investment infaggregate. By way of comparison, the
Company’s annual investment in this kind of property could egqual,
or exceed, the cost of a large water treatment plant. Moreover,

the construction of DSIC-~eligible property creates uniquely

difficult attrition problems.

20. When the Company constructs one or a few large
p;ojects, such as water treatment plants, there are several
factors that help to mitigate the effects of attrition. First,
although the projects take a long time to complete and require
large expenditures, AFUDC can be accrued on the Company’s
investment, so that earnings are not affected by capital costs

incurred during construction. Second, because these projects

have long lead times and known completion dates, the Company has
some flexibility in timing a base rate case to synchronize rate
recognition with the estimated in-service dates of the projects.
In this way, the period between the cessation of AFUDC accruals

and the recovery of the projects’ capital costs in base rates can

be minimized.

21. In contrast, similar attrition-mitigating factors are

not available for DSIC-eligible property for two principal

reasons. First, because hundreds of such projects are completed

-..11...
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throughout the year, it is impossible to synchronize rate
recognition with placement in service. Consequently, even for a
water utility that files for rate relief on an annual basis,
there 1is, on average, a six to seven month gap when its
investment in revenue neutral, replacement plant is earning

neither a paper (i.e., AFUDC) nor a cash return.

Secondly, PAWC does not even accrue AFUDC on projects
that are expected to take less than one month to complete or fail
to meet a certain dollar threshold. Unfortunately, most jobs
involving the replacement of distribution mains, meters and

services fall into this category because they typically take only
a few days to complete. Even larger projects of similar nature

are often completed in a few weeks. As to these projects, even

if AFUDC were accrued for a month or less, there would be little

offset to the major cause of attrition, which occurs after the

projects are placed in service.

22. Without the DSIC, the cost recovery and attrition
probleﬁs created by infrastructure replacement and main extension

proiects will only get worse, given.the magnitude of the future

investment those projects.will demand. As shown by the data in

Exhibit C, these types of projects are an increasing proportion

of the Company’s total capital spending. This increasing level

of expenditures is fully justified given the daunting size of the

task facing the Company.

=12~
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23. As discussed in Paragraph No. 1, supra, the Company has
approxihately 5,600 miles of mains, which it is currently
rehabilitating at a rate of 25-30 miles per year. At this pace,
total rehabilitation will require between 185 and 225 years or

approximately 110 to 150 vears more than the remaining life of

these facilities. However, these data do not tell the whole

story. Of the Company’s existing mains, over 2,200 miles are
less than 6" in diameter. While these mains are adegquate in some
applications for p;oviding domestic water service, they are
smaller than the Commission’s minimum diameter requirement of 6
inches for new installations and, in many instances, do not

provide sufficient fire flows. Replacement of these mains is a

high priority item.

24. The Company’s current rate of infrastructure
rehabilitation must be accelerated to avoid a serious shortfall

between the end of the service lives of existing property and the

replacement or rehabilitation of that property. However, to

achieve a meaningful acceleration in the rate of performing this
work, it is imperative that the Company have the resources to
increase its investment above current levels. Traditional base
rate filings, even on an annual basis, cannot keep pace with the
increase in investment which this program demands. For example,
the Company projects that it will approximately double its rate

base over the next 10 years from infrastructure rehabilitation

projects. By way of comparison, this level of new investment as

a proportion of rate base is similar to the growth in rate base

_13—
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which electric utilities experienced from expenditures (exclusive

of AFUDC) for nuclear plant construction.

However, a comparison of financial ratios for the water
and electric industries shows that water utilities face
significant obstacles to sustaining such a high rate of

investment:¥

. Pennsylvania water utilities have significantly
higher fixed cost ratios than in-state electric

companies (58.5% vs. 28.0%).

. Water utilities’ achieved rates of return on
equity are materially lower than those of electric
utilities.

. Internally generated funds, cash flow from

depreciation and the ratio of capital expenditures
to total revenues are all significantly less
favorable for water utilities than electric

utilities.

25. What are the likely consequences 1f the Company cannot

increase its rate of infr&gtructure rehabilitation? In the

Company’s view, there will be significant adverse consequences
for itself, its customers and, ultimately, for the economic
vitality of the Commonwealth és a whole. Unless steps are taken
now to provide the necessary resources for a greater amount of

distribution system improvement work, water quality, reliability

and customer service in general will suffer and potentially

degrade to unacceptable levels.

& See The Financial Challenge Of Water Utilities, A. Kaloko
(1994) . |

_14_
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26. Infrastructure rehabilitation cannot be deferred
indefinitely. A day of reckeoning will come, as it already has
for some large municipally-owned systems that tried to keep rates
low, in the short term, by deferring maintenance, replacement and
rehabilitation of essential facilities. The result has been the
need for those systems to make enormous investments over short
time horizons without the flexibility to manage either the
construction or the financing of these improvements in an orderly
fashion. Aand, at the same time customers are being hit with
significantly higher rates to Ffinance these improvements, they
are experiencing the leading edge of the serious service problems
that are the inevitable result of neglecting the need for
consistent, timely rehabilitation of their water systems.

Customers are understandably displeased when demands for higher

rates are accompanied by poor service.

To avoild these kinds of disasters for Pennsylvania’s
investor-owned utilities, the Commission, in cooperation with the

water utility industry and other stakeholders, must take a

forward~looking approach and resist the pressure for short-term

rate minimization at the cost of long~term rate stability and

high guality water service. This can best be accomplished by

reappraising traditional cost recovery mechanisms in light of
current funding requirements and aggressively seeking out
innovative approaches to provide water utilities with the tools
they need to deal with the task of making distribution system

improvements.

...15...

PHD3 /134439, 1




IV. BENEFITS QF THE PROPOSED DSIC

27. There are numerous reasons why approval of the proposed
DSIC would advance the public interest. The major benefits are

summarized below.

a. Enhanced Service Quality. Establishment of the

DSIC would enable the Company to address, in an orderly and

comprehensive manner, the problems presented by aging

transmission and distribution systems. This work will have a

direct effect upon service reliability and water quality. In

addition to physical debilitation, in many instances distribution

facilities must also be upgraded to provide adequate fire flows.
If the work that should bé undertaken today is deferred because
of financial or other constraints, those problems will only get

worse and, ultimately, will jeopardize the Company’s ability to

provide high quality water service.

b. Accelerated Pace Of Service Improvements. To a

very large extent, the kinds of projects eligible for DSIC cost
recovery are likely to effect a direct and immediate improvement
in the service provided to customers through increased pressures
and flows, increased reliability or fewer perturbations in water
gquality. Approving a mechanism for prompt and reasonable cost

recovery for these kinds of projects will give the Company the
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financial flexibility to accelerate the pace at which these

projects are undertaken and completed.y

c: Potential Avoidance Of Increased Risk And Higher

Capital Costs. When Standard and Poor’s tightened the ratings

benchmarks for water utilities in the Spring éf 1992, it
specifically cited the industry’s increasing dependence on
"nonrevenue-producing assets to meet future and current water
needs and mandated water quality standards"” and urged regulators
to implement "innovative regulatory policy to allow for
reasonable financial protection measures" (see discussion supra).
Adoption of the DSIC would send a very positive signal to the
investment community and, over time, could avoid increased
perceptions of risk and higher capital costs. This is
particularly important for PAWC in light of the recent decision
by Standard and Poor’s to downgrade the Company’s debt rating
from A- to BBB+. A copy of Standard and Poor'’s most recent

credlt report explaining the downgrading is attached as

Exhibit D.

d. Potential Decrease In The Frequency Of Rate

Filings. As the Commissipn is well aware, the placement in
service of new plant additions is one of the major factors

driving the need for water utilities to seek increases in base

2/ If the Commission desires, the Company would agree to
provide periodic reports on the progress of its
infrastructure rehabilitation program and document the
extent to which that work has been accelerated by reason of

the DSIC.
_17_
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rates, With the approval of the DSIC, PAWC would be in a better
position to absorb increases in other categories of costs for a
longer period, particularly during times of relatively low
inflation. Customers would obviously benefit from the reduction
in rate case frequency and the resulting reduction in associated
costs. In addition, the DSIC would provide for small, gradual
increases and would aveoid the potential for "rate shock" that
could occur from reflecting large amounts of infrastructure

investment in rate base only as part of periodic base rate

filings. The avoidance or mitigation of rate shock could be

particularly important for low income customers and elderly

customers living on a fixed income.

e. Long-Term Viability Of The Water System. As

previously explained, the conseguences of deferring

infrastructure rehabilitation implicate water quality and

reliability concerns. If this work is deferred too long; the

Company will lose the ability to perform infrastructure

rehabilitation in an orderly, gradual manner. At that point, it
simply may not be possible to finance all of the work that needs

to be done to maintain reasonable service to customers, and the

viability of the system would be put in jeopardy. This analysis
is not mere hyperbole, as the commission is aware from the

experience of gome municipally-owned and investor-owned water

utilities in Pennsylvania.

-18-
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V. THE AUTOMATIC ADJUSTMENT CLAUSE PROVISIONS OF
OF SECTION 1307 MaAY LAWFULLY BE EMPLOYED TO
RECOVER THE FIXED COSTS OF DSIC-ELIGIBLE PROPERTY

28. Under Section 1307(a) of the Public Utility Code (66

Pa.C.S. §1307(a)), a public utility, subject to certain limited

exceptions, ", may establish a sliding scale of rates or such
other method for the automatic adjustment of the rates of the
public utility as shall provide a just and reasonable return on
the rate base of such public utility, to be determined upon such

equitable or reasonable basis as shall provide such fair return."

As discussed infra, the Commission has utilized the discretion

provided it under Section 1307(a) to authorize the use of

adjustment clauses, similar to the proposed DSIC, to recover a

variety of costs.

29. In proposing the DSIC, the Company is mindful of the
fact that, in another proceeding, certain pafties sought to

restrict the use of Section 1307 adjustment clauses to the

Investigation Into Demand

recovery of fuel expenses and taxes.

Side Management By Electric Utilities: UNIFQORM COST RECOVERY

MECHANISM, 127 PUR4th 516, 522 (1991) (hereafter, the "1991 DSM

Order"). In that case, the Commission held that Section 1307 (a)
is not so restrictive and that it may lawfully be used to recover
a variety of costs, including a return on and of utility

investments in demand side management measures and improvements

..]_9._
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designed to upgrade coal-fired generating units.¥ 127 PUR4th

at 525. See also Investigation Into Demand Side Management B

Electric Utilities; UNIFORM COST RECOVERY MECHANISM, Docket No.

I-900005 (December 13, 1993) (Order, p. 39). The Commission’s
interpretation of Section 1307(a) was affirmed by the

Commonwealth Court in Pennsvlvania Industrial Enerqy Coalition v.

Pa. P.U.C,, 653 A.2d 1336, 1349 (1995) ("PIEC v. Pa. P.U.C."),

which held as follows:

Although we agree that Section 1307 should
have limited application and the PUC should
not use it to disassemble the traditional
rate-making process, the General Assembly did
not limit the allowance of automatic
adjustment to only fuel costs and taxes which
are generally beyond the control of the
utility. Instead, the General Assembly
specifically allowed the recovery of fuel
costs and also allowed the PUC or the
utilities to initiate the automatic
adjustment of costs within specific
procedures.?

&/ The Commission’s regulations regarding upgrading coal-fired
generating units and the use of a Section 1307(a} clause to
recover the associated capital costs are set forth at 52 Pa.
Code § 57.124 and provide for relief virtually
indistinguishable from that reguested here.

T4y The Commission rejected similar efforts to restrict the use
of Section 1307(a) adjustment clauses in Re West Penn Power
Co., 76 Pa. P.U.C. 183 (1992) ("West Penn"). In that case,

West Penn Power Company sought approval to establish an
annual surcharge under Section 1307 (a) to recover a return
on and of its construction work in progress ("CWIPY)
expenditures to comply with Phase I of the Clean aAir Act
amendments of 1990 ("CAAA"). The Administrative Law Judge
recommended that the Commigssion deny West Penn’s request on
the grounds that Section 1307 "does not authorize a
surcharge for the purpose of a return on rate bhase." The
commission did not agree with the Judge’s interpretation of
Section 1307(a): "[W]ith respect to the application of
Section 1307(a) to justify a surcharge, we are not swayed

_.2()_
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30. In addition to demand side management costs and coal-

fired generating unit upgrade costs, the Commission has

authorized the use of Section 1307(a}) adjustment clauses to

recover a wide array of expenses, depreciation and capital costs,

including:

. "Take-oxr-pay" liability of natural gas local
distribution companies ("LDCs"). 52 Pa. Code §
69.181.

. "Gas supply realignment costs" and "stranded
costs" resulting .from FERC Order 636. 52 Pa. Code
§ 69.341(b).¥

. Principal and interest due on PennVest

obligations. 52 Pa. Code § 69.363.Y

3. In view of the foregoing, PAWC respectfully submits

that the Commission has the lawful discretion to provide for the

one way or the other that it should or should not apply."
76 Pa. P,U.C. at 203,

In that regulation, the Commission also noted that "costs
related to new facilities to implement restructuring brought
about by FERC Order 636 may be hatural gas costs subject to
recovery through gas cost rate procedures." 52 Pa. Code

§ 69.341(b) (4).

The Commission’s Policy Statement on recovery of PennVest
loan obligations was ,issued after the Commonwealth Court’s
decision in Masthope ‘Rapids Property Owners Council v. Pa.
P.U.C., 135 Pa. Cmwlth. 437, 581 A.2d 994 (1990), which
rejected a water utility’s attempt to use Section 1307(a) as
an after-the-fact justification for a rate increase to cover
principal and interest due on a PennVest loan. See 135 Pa.
Ccmwlth at 443, 581 A.2d at 997-98. In West Penn, the
commission distinguished the Masthope decision and concluded
that it could not be viewed as foreclosing the use of
Section 1307 (a) for the recovery of PennVest principal and

interest.

76 Pa. P.U.C. at 203.
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recovery of DSIC-eligible costs through a Section 1307 (a) clause
and should exercise its discretion in tﬁis case by approving the
Company’s request. As noted previously, the costs in question
are related to specific, narrow categories of plant additions
that are vitally important to the Company’s ability to continue
to provide safe, reliable water service. Moreover, the need for
these plant additions is éell—established and, in fact, the
commission has encouraged increased levels of investment in these
types of distribution system improvement projects. See Pa.

P.U.C. v. Pennsylvania Gas and Water Co., Docket No, R-00922482

(June 23, 1993) (granting a rate increase for the primary purpose
of funding distribution system improvements). Additionally, base
rate filings -- even if made on an annual basis -~ are hot

‘adequate to provide timely cost recovery for distribution system

improvement investment at the ever increasing levels necessary to

address this seriocus and mounting problen.

32. Simply stated, the only way that unacceptable deferrals
of necessary distribution isystem improvements can be avoided is
to provide an alternative to traditional base rate filings that

recognizes the Company’s need to sustain increased levels of

investment. The DSIC is the best available mechanism to deal

with this problen.

-22-
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VI. THE ELEMENTS AND OPERATION OF THE DSIC

33. As explained in Section I, supra, the DSIC will recover
the fixed costs, as hereafter defined, of DSIC-eligible plant

additions placed in service between base rate cases. As proposed

by the Company, the DSIC will become effective for bills rendered
on and after July 1, 1996 and will be updated quarterly

thereafter.

34. The initial DSIC will be calculated to recover the
fixed costs of eligible plant additions that have not previously
been reflected in the Company’s rate base and will have been
placed in service betwsen August 1, 1995 and May 31, 199§,
Thereafter, the DSIC will be updated on a guarterly basis to
reflect eligible plant additions placed in service during the

three-month periods ending one month prior to the effective date

of each DSIC update. Thus, changes in the DSIC rate will occur

as follows:

Date To Which DSIC-Eligible

Effective Date
Plant Additions Reflected

Cf Change
July 1 May 31
October 1 August 31

January 1 Novembel 30
April 1 February 28/29%

35. Supporting data for each guarterly update will be filed
with the Commission and served upon the Office of Trial Staff

("OoTS"), the Office of Consumer Advocate ("OCA") and the Office

_.2 3 -

PHO3/114439.1



of Small Business Advocate ("OSBA") at least 10 days prilor to the

effective date of the update.

36. The fixed costs of DSIC-eligible plant additions will
be calculated separately for distribution system improvement

projects and Company-funded main extensions, as follows:

a. The fixed costs of distribution system Iimprovement

projects will ' consist of depreciation and pre-tax return., The

depreciation expense will be calculated by applying to the
original cost ¢of DSIC-eligible property the annual accfual rates
employed in the Company’s last base rate case for the plant

accounts in which each retirement unit of such DSIC-eligible

property is recorded. The pre-tax return will be calculated

using the state and federgi income tax rates and authorized
return rates approved by the Commission’s final order in PAWC’s
most recent fully litigated rate case unless, on a pro forma

basis, PAWC’s capital costs are less than that amount. The pro

forma determination will be made using the Company’s actual
capital structure and actual cost rates for long-term debt and
preferred stock as of the last day of the three-month period
ending one month prior to the effective date of the DSIC. The
cost of equity will be the equity return rate approved in the
Company’s last fully-litigated base rate proceeding for which a
final order was ente?ed not more than two years prior to the

effective date of the DSIC. If more than two years shall have

elapsed between the entry‘of such a final order and the effective
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date of the DSIC, then the eqguity return rate used in the
calculation will be the equity return rate approved by the
Commission in a final order entered at the conclusion of the most
recent fully litigated proceeding for an investor-owned water

utility having annual revenues in excess of §10.0 million.

b, The fixed costs of Company-funded main extensions
to be recovered under the DSIC will consist solely of a pre-tax
preferred stock and eguity return calculated in the same manner
as set forth in the preceding subparagraph. Thus, the Company
will not seek to recover through the DSIC either depreciation or

a return on the debt component of its investment in Company-

funded main extensions.

37. The DSIC to be applied to customers’ bills will be

expressed as a percentage or its decimal equivalent. To

calculate the DSIC, one-fourth of the annual fixed costs
associated with all property eligible for cost recovery under the
DSIC will be divided by the Company’s projected revenue from
sales of water for the gquarterly period during which the charge
will be collected, exclusive of revenues from public fire

The DSIC will be applied to the total amount

protection service.

billed to each customer, exclusive of amounts billed for public

fire protection service. Public fire protection customers will

not be subject to the surcharge, because the Company’s existing

rates for this service cannot be increased by reason of Section

1328 of the Code (66 Pa.C.S. § 1328}.
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38. The DSIC will be capped at 5% of the amount billed to
customers under otherwise applicablé rates and charges, exclusive

of revenues derived from public fire protection service.

39. The DSIC will be subject to audit at intervals
determined by the Commission. It will also be subject to annual
reconciliation based on a reconciliation period consisting of the
12 months ending March 31 of each year. Of course, the first
reconciliation after the implementation of the DSIC will be for
the shorter period from July 1, 1996 to March 31, 1997. The
revenue received under the DSIC for the reconciliation period
will be compared to the Company’s eligible costs for that period.
The difference between revenue and costs will be recouped or
refunded, as appropriate, in accordance with Section 1307(e),
overcollections

over a one yealr period commencing on July 1.

will be refunded with interest.

40. The DSIC will be reset at zero as of the effective date
of new base rates that provide for prospective recovery of the
annual costs that had theretofore been recovered under the DSIC.
Thereafter, only the fixed costs of new eligible plant additions

would be reflected in the quarterly updates of the DSIC.

41. The DSIC would also be reset at zero if, in any

gquarter, data filed with the Commission in the Company’s then

most recent Annual or Quarterly Earnings Reports show that the
Company will earn a rate of return that would exceed the rate of
return used to calculate i1ts fixed costs under the DSIC.
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VII.

For the reasons set forth above,

CONCILUSLON

the Commissicon is

requested to enter an order granting its approval for PAWC to

implement the tariff supplement, attached heretc as Exhibit A,

establishing a Distribution System

effective for bills rendered on and after July 1,

OF COUNSEL:

MORGAN, LEWIS & BOCKIUS LLP
2000 One Logan Square
Philadelphia, PA 19103
{215) 963-5234

DATED: March 15, 1996
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Inprovement Charge to be

1996.

Respectfully submitted,

Thomas- P. Gadsden
anthony C. DeCusatis

Morgan, Lewis & Bockius LLP
2000 One Logan Sqguare
Philadelphia, PA 19103
(215} 963-5234

Velma A. Redmond

Corporate Counsel

Pennsylvania-aAmerican Water
Company

800 West Hersheypark Drive

Hershey, PA 17033

Counsel for Pennsylvania-
American Watexr Company




EXHIBIT A

TARIFF SUPPLEMENT ESTABLISHING
SECTION 1307 DISTRIBUTION
SYSTEM IMPROVEMENT CHARGE



PENNSYLVANJA-AMERICAN WATER CO.

DISTRIBUTION SYSTEM IMPROVEMENT CHARGE

EXCEPT PUBLIC FIRE PROTECTION

In addition to the net charges provided for in this Tariff, a charge of 1.01% will apply to
all service rendered under Rate Zone 1, through Rate Zone 5 and Rate Zone S.

The above charge will be recomputed, using the elements prescribed by the Commission in
its order dated ____ at Docket No.

The Company will submit, with such recomputation a Tariff or Supplement to reflect such

recomputed charge, the effective date of which shall be 10 days after filing.

[ssued: March 15, 1996 Effective: July 1, 1996




EXHIBIT B

SAMPLE CALCULATION OF DSIC
REFLECTING ACTUAL DSIC-ELIGIBLE PLANT
ADDITIONS THROUGH JANUARY 31, 19%6 AND PROJECTED
ADDITIONS THROUGH MAY 31, 1996



PENNSYLVANIA-AMERICAN WATER COMPANY
DISTRIBUTION SYSTEM IMPROVEMENT CHARGE

PAGE 1

;ﬂPPLlCABLE NET ABDITIONS LESS NEW CUSTOMER EXTENSIONS

! LESS:
ACGCUMULATED

DEPRECIATION

NET RATE BASE INCLUDED IN DISTRIBUTION SYSTEM IMPROVEMENT CALCULATIONS

ANNUAL REVENUE REQUIREMENT RATE
QUARTERLY REVENUE REQUIREMENT RATE

i PPLICABLE ADDITIONS FOR NEW CUSTOMER EXTENSIONS

' LESS:
AGCCUMULATED

DEPRECIATION

ANNUAL REVENUE REQUIREMENT RATE
UARTERLY REVENUE REQUIREMENT RATE

NET RATE BASE INCLUDED (N DISTRIBUTION SYSTEM IMPROVEMENT CALCULATIONS

. 8,322,632
BURLLE TS
| 8,247,048

TTUANA0%

14,627,436

1,538,643

" 440,789

QUARTERLY CAPITAL COST RECOVERY

QUARTERLY DEPREGIATION EXPENSE
TOTAL QUARTERLY DISTRIBUTION SYSTEM IMPROVEMENT CHARGE REVENUE REQUIREMENT

BASE RATE REVENUE TO BE COLLECTED DURING JULY THROUGH SEPTEMBER

DISTRIBUTION SYSTEM IMPROVEMENTY CHARGE

WEIGHTED COST OF CAPITAL BASED UPON PUC O

ET NO. R-843231 ENTERED ON JULY 24, 1936

MUI.TIPMI!R REGUH’IEMENT

DEBT " $328,828 57.48% 8.33% " 4.90%
PREFERRED 18,320 3.24% CTT0% | . 0.25%| 1.75476
i EQUITY ' 222,442 39.28% | 11.25% 4.42% 1.75476
TOTAL $566,293 100.00% L9.57%|

A%

N (86,7'1';'4)‘
. 1

. 8.20%
e 2,05%

" 48,794
489,583

48,531,224

T .01%]

REVEN llE

4.90%:
C0.44% |
7.76% |

Ci30%]




PENNSYLVANIA-AMERICAN WATER COMPANY
DISTRIBUTION SYSTEM IMPROVEMENT CHARGE
PAGE 2

YESCRIFTION _ |

1-8 323 REPLACEMENT SERVICES $523,578. 383,699 669,096 $1,976,673

1-C 324 ‘ REPLACEMENT METERS - 5680,7682 408,432 237,450 $1,346,650 '

B.P 96-14 322 : NEW CUSTOMER EXTENSIONS 39,994,1032 300,000 . 1,333,333 $11,627,436
1-A-5 332 MAIN REPLACEMENTS $1,445,973 842,375 995,550 $3,280,898"
__BP 9813 322 ___ REPLACE SMALL DIAMETER MAINS 3357,000° 81,000 436,667 $934,667 |
- ESTIMATED ADDITIONS $1 3,401,7225. 2,015,505? 3,739,096 $19,1 56,324;
ESTIMATED RETIREMENTS B794,129) 71559 (240,576) (51.205,255;‘

' NET ADDITIONS f $12,607,503 1,843,955 5,498,520 $17,950,068

T




PENNSYLVANIA-AMERICAN WATER COMPANY
DISTRIBUTION SYSTEM IMPROVEMENT CHARGE
PAGE 3

18 323 - REPLACEMENT SERVICES 1.89%

1.6 324 T T REPLACEMENT METERS 8.03%"

322 %NEW CUSTOMER EXTENSIONS 1.18%

1-A-5 322 g MAIN REPLACEMENTS 1.18%

322 - SMALL MAIN REPLACEMENTS 1.18%‘

APPLICABLE )
DEPRECIATION EXPENSE 43,594

: T CALGULATED ACCUMULATED . . : P
- . DEPRECIATION AT : _

QUARTER END 43,594 103,252 178,033

PLUS ADDITIONAL HALF
QUARTER CHARGE ON
CURRENT QUARTER

6,347

APPLICABLE ACCUMULATED _
DEPRECIATION AT -
QUARTER END $43.594.

$103,252" $184,380




EXHIBIT C

REVENUE-~NEUTRAL DISTRIBUTION SYSTEM
IMPROVEMENT PROJECTS
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EXHIBIT D

CREDIT REPORT EXPLAINING DOWNGRADE
OF COMPANY'’S DEBT RATING




b

7 CREDITWATCH
aircraft. Other activities include supplying air

sures, and electronics for undersea applications.

@ traffic control radars, electronic countermea-

OUTLOOK The firm's good ﬁragram diversity
and priority, coupled with improving operating
efficiencies, should support current credit qual-

PENNSYLVANIA-AMERICAN WATER CO.

ity. However, ratings assume that operations will
meet healthy financial performance measures
over the next three years, Material shortfalls from
expectations or debt-financed acquisitions could
result in lower ratings.

Analyst: Alberto J, Santas, New York (212) 208-1375

DOWNGRADED The rating on Pennsylvania-American Water
0 FROM  Co.’s (PAWC) senior debt is lowered and re-
§¢. dabt BEBs  A- moved from CreditWatch, where it was placed

April 28, 1995, following PAWC s arnouncement
that it was acquiring the water assets of Pennsyl-
vania Gas & Water {PGW).

The CreditWatch placement reflects the util-
ity’s weak financial profile for the former rat-
ing, owing to the additional debt used to fi-
nance the acquisition of PGW's water assets. [n
addition, an aggressive capital spending pro-
gram will be further heightened by the invest-
ment needed to modemize the distribution sys-
tem of PGW. Moreover, management will be
challenged to successfully integrate the new fa-
clities with the existing operations.

PAWC'’s credit rating is strongly influenced
by the qualitative and quantitative funddmen-
tals of the parent company. AWW has 23 oper-
ating water utilities, of which PAWC is the larg-

OUTLODK: STABLE

9 est. Management's strategy is to manage the

cash flows and cash needs of all subsidiaries in
a way such as to maintain a 60% debt leverage.

PROFIT SHARING & SAVINGS PLAN FOR DARDEN RESTAURANTS INC.

(EMPLOYEE STOCK OWNERSHIP PORTION)

(FORMERLY KNOWN AS THE PROFIT SHARING & SAVINGS PLAN

OF GENERAL MILLS RESTAURANTS INC.)

Upon acquiring the water assets of Pennsyl-
vania Gas & Water, the utility will become the
largest investor-owned operating company in
the U.S., second only to its parent company in
the number of customers served, PAWC's busi-
ness position reflects the generally low business
risk in the water utility industry. Also recog-
nized is the company’s dominant position in
Pennsylvania, a supportive regulatory enviren-
ment, a diverse geographic service area, ade-
quate water operations, and 1% projected sales
growth, These factors are offset by the utility’s
weak finandial profile and an aggressive capital
spending program.

OUTLBOK The outlook reflects PAWC's stable
customer base, continued regulatory support,
and greater operating efficiency in the expanded
water operations. Moreover, management is ex-
pected to improve the utility’s financial profile
and maintain a 60% debt to capital structure.

Analysts: Donald Wang, New York (212} 2G8-1580,
Dawn Hu, New York (212} 208-8008

The rating of the Employee Stock Ownership Por-
tion (ESOP) of the Profit Sharing & Savings Plan
for Darden Restaurants Inc. (formerly known as
the Profit Sharing & Savings Plan of General Mills
Restaurants Inc.) is fowered and removed from
CreditWatch, where it was placed Dec. 21, 1995.

At the same time, Standard & Poor’s re-
moves the rating from CreditWatch, where it

was placed Dec. 21, 1995.

DOWNGRADED
T0 FROM
$50 mil. remarkeled

ESOP nts. due 2007
BBB+/A-2 Av/Al

STANDARD & POOR’S CREDITWEEK

The downgrade reflects the substitution of
Darden Restaurants for General Mills as the
guarantor of these ESOP notes effective Feb. 14,
1996. Darden Restaurants’ senior debt rating is
‘BBB+’ and commercial paper rating is ‘A-2".

Darden Restaurants was spun off from Gen-
eral Mills in May 1995.

" FEBRUARY 19, 1996 21




EXHIBIT E

NOTICE OF THE FILING OF PETITION FOR
APPROVAL TO IMPLEMENT TARIFF SUPPLEMENT ESTABLISHING
DISTRIBUTION SYSTEM IMPROVEMENT CHARGE




Proposed Rate Change

Pennsylvania~American Water Company replaces 25 to 30 miles of older water mains as
well as meters, services, valves, and hydrants each year. The costs of replacing these facilities

are part of the rates we charge for service.

Over the years, we took all replacement costs, and made them part of rate increase
requests before the Pennsylvania Public Utility Commission (PUC). On March 15, 1996, we filed
a request with the PUC to allow us to recover the costs of replacing old water mains, meters, fire
hydrants and similar improvements as we incur them. If the PUC approves our reguest, we will
place a small charge on each customer's water bill beginning July 1, 1996. The charge, which will
initially be $0.28 for a typical $28 water bill, could be adjusted every three months as additional

improvements are made.

Reducing the delay between making improvements and collecting the costs of these
improvements will allow us to replace more of our aging system. This should lead to better water -
pressure, better water quality, and improved fire flows. It can also lead to more stable costs for

water losses and leak repairs.

To find out more, call the customer service number shown on your water bill,

If you wish to give your comments on this charge to the PUC, please do so no later than
May 15, 1996 by:

o calling toll free 800-782-1110 or
* writing to PUC, PO Box 3265, Harrisburg, PA 17105-3265.




BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

RE: PETITION OF PENNSYLVANIA-AMERICAN
WATER COMPANY FOR APPROVAL TO
IMPLEMENT A TARIFF SUPPLEMENT
ESTABLISHING A DISTRIBUTION
SYSTEM IMPROVEMENT CHARGE

Docket No.

RESPONSES TO FILING REQUIREMENTS

§ 53.52. APPLICABILITY; PUBLIC UTILITIES OTHER THAN
CANAL, TURNPIKE, TUNNEL, BRIDGE AND WHARF COMPANIES

{(a) Whenever a public utility, other than a canal, turnpike,
tunnel, bridge or wharf company files a tariff, revieion or
supplement effecting changes in the terms and conditiona of
gervice rendered or to be rendered, it shall gubmit to the
Commission, with the tariff, revision or supplement,
statements showing all of the following:

(1} The specific reasons for each change.

Refer to the Petition of Pennsylvania-American Water
Company For Approval To Implement A Tariff Supplement
Establishing A Distribution System Improvement Charge
(the "PRWC Petition").

{2) The total number of customers served by the utility.

At December 31, 1935, Pennsylvania-American Water
Company ("PAWC" or the "Company") provided water
service to 392,147 customers.

{3) A calculation of the number of customera, by tariff
subdiviasion, whose bills will be affected by the

change.

The proposed Distribution System Improvement Charge
("pDSIC") will apply to all customers except those
accounts receiving public fire protection service.
Additionally, the DSIC will not initially apply to
customers located in the service territory previously
served by the former Pennsylvania Gas & Water Company
("PE&W"), which was acquired by PAWC. Accordingly, as
of December 31, 1995, the DSIC would apply to 391,8%4

-1~

PH03/119481 .1



(4)

{5)

(6)

(7)

(8)

PHI3/119462.1

“ .
customers, consisting of customers in all of the
classifications, excluding public fire protection
gervice, shown below:

Residential 359,838
Commercial 28,078
Industrial 605
Municipal 1,809
Sales for Resale 31
Private Fire Protection 1,533
Public Fire Protection 253

Total 392,147

The effect of the change on  the utility’s customers.
Refer to the PAWC Petition, Paragraph Nos. 4 and 5§ (pp.
3-4) and Exhibit B.

The direct or indirect effect of the proposed. change on
the utility’'s revenue and expenses. :
Refer to the PAWC Petition, Paragraph Nos. 4 and 5 (pp.
3-4} and Exhibit B.

The effect of the change on the sgservice rendered by the

utility.

Refer to the PAWC Petition, Paragraph Nos. 2 and 23-27
(pp. 2-3 and 12-18).

A list of factors considered by the utility in its
determination to make the change. The lisgt shall
include a comprehenaive statement about why these
factors were chosen and the relative importance of
each. This subsection does not apply to a portion of a
tariff change seeking a general rate increase as
defined in 66 Pa.C.S. § 1308 (relating to voluntary

changes in rates).

Refer to the PAWC Petition.
A

Studies undertaken by the utility in order to draft its
proposed change. This paragraph does not apply to a



(%)

(10)

(11)

portion of a tariff change seeking a general rate
increase as defined in 66 Pa.C.S5. § 1308.

The PAWC Petition contains a description of the factors
considered by the Company in designing the proposed
DSIC, including the results of studies conducted by

others (see Paragraph No. 24).

Cugtomer polls taken and other documents which indicate
customer acceptance and desire for the proposed change.
If the poll or other documents reveal discernible
public opposition, an explanation of why the change is
in the public interest shall be provided.

K

No customer polls were conducted.

Plana the utility has for introducing or implementing
the changes with respect to 1lts ratepayers.

Notice of the filing of the PAWC Petition is being
provided to all customers by bill insert (see Paragraph.

No. 42 and Exhibit E).

FCC, FERC or Commisgion orders or rulings applicable to
the filing.

Refer to Section V. of the PAWC Petition.

{b) Whenever a public utility other than a canal, turnpike,
tunnel, bridge or wharf company files a tariff, reviasions or
supplement which will increase or decrease the bills to its
customers, it shall submit in addition to the requirements
of subsection (a), to the Commission, with the tariff,
revision or supplement, statements showing all of the

following:

(1}

(2)

PHD1/119483.1

The specific reasons for each increase or decrease.

Refer to the PAWC Petition, which provides a detailed
explanation of the reasons why the Company is
requesting approval to implement the DSIC.

The operating income statement of the utility for a 12-
month periocd, the end of which may not be more than 120
days prior to the filing. Water and sewer utllities
with annual revenues under $100,000 and municipal

~3-




(3)

(4)

(5)

(6)

corporations subject to Commission jurisdiction may
provide operating income statements for a 12-month
period, the end of which may not be more than 180 days

prior to the filing.

An operating income statement for the twelve months
ending December 31, 1995 is attached as Exhibit A.

A calculation of the number of customere, by tariff
subdivision, whoge bills will be increased.

Refer to the response to § 53.52({a) (3).

A calculation of the total increases, in dollars, by
tariff subdivieion, projected to an annual basis.

Based upon the calculation of the initial DSIC set
forth in Exhibit B to the PAWC Petition, the total
increase projected on an annual basis, by customer
classification, 1s shown below:

Residential $1,215,171
Commercial 341,995
Industrial 142,245
Municipal 85,684
Sales for Resale 22,357
Private Fire Protection ’ 15,589
Public Fire Protection -0~

As explained in Paragraph No. 4 of the PAWC Petition,
based on the calculations in Exhibit B to the Petition,

the DSIC would increase an averadge residential
customer’'s monthly bill by 28 cents.

A calculation of the number of customers, by tariff
subdivision, whose bills will be decreased.

No customers will receive a decrease.

A calculation of the total decreases, in dollars, by
tariff subdivigion, projected to an annual basis,.

Not applicable.

If a public utility files a tariff, revision or supplement
which it is calculated will increase the bills of a customer
or a group of customers by an amount, when projected to an

PI01/129483. 1
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annual basgis, exceeding 3.0% of the operating revenues of
the utility -- subsection (b) (4) divided by the operating
revenues of the utility for a l2-month period as defined in
subgection (b) (2) -- or which it is calculated will increase
the billg of 5.0% or more of the number of customers served
by the utility -- subasection (b) (3) divided by subsection
(a) (2} ~-- it shall submit to the Commission with the tariff,
reviasion or supplement, in addition to the statementsa
required by sgubsections (a) and (b), all of the following

information:

{1) A statement showing the utility’s calculation of the
rate of return earned in the 12-month period referred
to in subsection (b) (2), and the anticipated rate of
return to be earned when the tariff, revigion or
supplement becomes effective. The rate base used in
this calculation shall be supported by summaries of

original cost.

Refer to the data supplied in Exhibits A and B. A
detailed calculation of the Company’s rate of return
will be supplied as part of its Annual Report for 1395
to be filed with the Commission on or before April 30,
1996. Upon filing, the Company‘’s Annual Report will be

incorporated herein by reference.

(2} A detailled balance sheet of the utility as of the cloae
of the period referred to in subsection (b) (2).

A balance sheet as of December 31, 1995 is attached as
Exhibit B. '

(3) A summaxy, by detailed plant accounts, of the book
value of the property of the utility at the date of the

balance sheet required by paragraph (2).

A summary of the original cost of utility plant in
gservice at December 31, 1995 is provided in Exhibit C.

{4) A statement showing the amount of the depreciation
reserve, at the date of the balance sheet required by

paragraph (2), applicable to the property, summarized
ags required by paragraph (3).

Refer to the data supplied in' Exhibit B.

PHO3/119481 .1




(5)

(6)

PHO3/119400.1

A statement of operating income, setting forth the
operating revenues and expenses by detailed accounts
for the 12-month period ending on the date of the
balance sheet required by paragraph (2).

Refer to the income statement supplied as Exhibit A. A
statement of operating expenses by detailed account for
the twelve months ended December 31, 1995 will be
supplied in the Company’s Annual Report for 1395,
which, upon filing, will be incorporated herein by

reference.

A brief description of a major change in the operating
or financial condition of the utility occurring between
the date of the balance sheet required by paragraph (2)
and the date of transmittal of the tariff, revigion or
supplement. As used in this paragraph, a major change
is one which materially alters the operating or
financial condition of the utllity from that reflected

in paragraphs (1)-(5).

As noted in the PAWC Petition, PAWC acquired the water
utility business of PG&W as of February 16, 1996. As
explained in Paragraph No. 1 of the Petition, the DSIC
will not apply initially to customers in the former
PG&W service area, and data used to calculate the
initial DSIC exclude the effects of that acquisition.




EXHIBIT A

INCOME STATEMENT




204

Name of Respondent — PENNSYLVANIA~-AMERICAN WATER CO.

listing the services according to their predaminance.

200G, INCOME ACCQOUNT .
1. Classity in Columns (2) to (n), lines 1 ta 14, the operating income derived by respondent from each class of utility service,

2. Ilrespondent's operations are confined to ane utility service, only the total columnn (c) and {d) need be completed.

4.1t the increases or decreases are anywise inconsistent with praviously reported figures, explain-in a footnote,

~ TOTAL WATER
Schd, Increase or Increase or
Line Page Current Decrease From Current Decreass From
No. Account Ref. Year Preceding Year Year Preceding Year
_(a) {b) {c} (d) (e, U]

1 OPEHATING INCOME

2501 QOperaling Revenues 160,947 927 8,329,109 180,438,420 7,819 602

3| _Operating Revenue Deductions 0

4502 Operating Expenses 84,309,952 1,655,560 83,915,176 1,260,784

5/503.1 Depreciation 18,864,910 2,476,027 16,924,812 2,435,929

61503.2 Amort. & Dep. Prod, Nat. Gas Ld &Rght* 0 0

71504 Amont. of Regulatory Assat 51,548 0 61,548

8505 Amort. of Utility Plant Acquisition Ad. Q 0

9506 Property Losses Charged to Operations a 0
10| 507 Taxes* . - 403 25,765,312 1,203,444 25,765,312 1,203,444
11 Total Operating Revenue Deductions 128,101,722 5,335,031 128,666,848 4,900,157
12 Net Operating Revenues 51,846,205 2,994,078 51,771,572 2,919,445
13508 Income from Util. Plant Lsd to Oths, 80 0
14| Utility Operating income 51,846,205 2,994,078 51,771,572 2,919,445
15| EXPLORATION AND DEVELOPMENT COSTS*
16510 Defay Rentals
17511 Non~—Prod. Weil Drilling Expenses
18512 Abandoned Leases 716
19 [ 613 Other Exploration Costs 711
20| Total Exploration & Dev. Costs - c Q
21 Net Utility Income T 51,846,205 2,994 078 51,771,572 2,919,445
22 OTHER INCOME
23520 income from Mdsing. Jab. & Contract Work 302 51,596 {3,480 51,536 {3,480}
241521 Income from Non~Utility Oper, 303 0 ' 0
25522 Revenues from Lease of Oth, Phy. Propeny 303 0 0
26 | 523 Dividend Revenues 0 a
27 | 524 Interest Revenues o (63,108} (63,108)
28525 Revenue from Sinking and Other Funds 303 0 0
29526 Misceltaneous Non—Operating Revenues 303 98,016 {141,848) 98,016 (141,848)
30527 Non—0perating Revenue Deductions 303 36,702 {372,535, 36,702 {372,535}
31| Total Other Income 186,254 (580,971) 186,254 (580.971)
32 Gross Income 52,032,459 2,413,107 51,957,826 2,338,474
33 . INCOME DEDUCTIONS
34530 Interest on Long—Term Debt 26,352,518 194,379 26,352,518 184,379
35| 531 Amortization of Debt Discount & Expensas 220,273 (228 220,273 (228)
36| 532 Amort.of Premium on Debt— —Credit Y 0
37533 Taxes . 403 {1,637 (320.543) {1,637) {320,543}
38534 Interest on Debt 1o Affiliated Cos. 304 0 0
39535 Other Interest Charges a04 1,667,950 1,390,048 1,667,950 1,398,046
40| 536 Int. Cha_Lqed to Constr. — —Credit (861,543 {256,813 (B861,543) (256.813)
41537 Miscellaneous Amortization 304 {270,360) (274,211) (270,360) (274,211)
421538 Miscellaneous Income Deductions 304 131,056 (42,588) 131,056 (42,5988)
43 Total Income Deductions 27,238,257 698,042 27,238,257 698,042
44 Net lncome 24,794,202 1,715,065 24,719,569 1,640,432
45 . DISPOSITION OF NET INCOME .
46 | 540 Miscellaneous Reservation of Net Income 304
47 Balance Transferred to Earned Surplus 24,794,202 1,715,065 24,719,569 1,640,432

*Applicable to natural gas only,




Report for Year Ended December 31, 1995 205
200C. INCOME ACCOUNT {continued)
SEWER
Increase ar Increase or Increase or Increasa or
Line Current Decrease From | Current | Decrease From | Current | Decrease From|{ Current | Decrease From
No. Year Preceding Year Year Preceding Year Year Preceding Year Year Preceding Year
Q) {h) {i) (i) (k) 0 {m) (n)
1 .
2 509,507 509,507
3
4 394,776 394,776
5 40,098 40,098
(3}
7
[i]
g
10
11 434,874 434,874
12 74,633 74,633
13
14 74,633 74,633




EXHIBIT B

BALANCE SHEET



PA AMERICAN WATER COMPANY

200 Name of Respondent
200. COMPARATIVE BALANCE SHEET
ASSET3 AND QTHER DEBITS
Balancss at Beginning of Year must be cansistent with balances at and of previous yesr,
Line Tltle of Account Schad. Balance Balance Increase/
No. Page Beginning End Of Decrease
(a) No.{b) of Yr.(c) Yoar (d) (o)
1 UTILITY PLANT XXXXAXXKXXN | XXOOO00XXK | XXX
2100 Ulility Plant 203] 740,624,007,79] 817.894,777.34]  77,270,760.58
3[107 Utllity Plant Adjustiments 202 0.00
4 Total Uthity Flant 740,624,007.79| 817,894,777.34|  77.270.769.55
5 INVESTMENT AND FUND ACCOUNTS KAXXRXKXOCX | 20000000000 | 300000 X XX
8110 Other Physical Property 1,264,808.45 1,054,307 .87 (210,500.58)
71111 Invastmants in AHflliated Companles 208 i 0.00
81112 Othor Investments 208 0.00 0.00
9[113 Sinking Funds 0.00
10{114 Misoellaneous Specia! Funds 0.00
11 Total lnvestment and Fund Accounta 1,264,808.45 1,064,307.87 {210,500.58)
12 CURRENT AND ACCRUED ASSETS XXXXXXIAXXX | XXXKOOXURN | XXXARXKXX
13| 120 Cash {0.00] (0.00} 0.00
14| 121 Special Deposits 73,500.00 111,850,00 38,350.00
15{122 Working Funds 114,285.00 14,505.94 {99,779.06)
16] 123 Temporary Cash Investments 208 0.00 0.00
17] 124 Notas Recpivable 209 0.00
18) 125 Accounte Recelvable . 209 13,486,047.99 15,.680,956.83 2,194,908.84
19] 126 Haceivables from Affiliated Companiesa ‘|209-10 66,288.27 12,886.57 {53,401.70)
20} 127 Subscriptions fo Capital Stock a 0.00
21] 128 Interest and Dividends Receivable 0.00 0.00
22 [ 129 Rents Recelvable 0.00
23] 130 Accruad Utility Ravenuos 9,294,544.00 9,156,363.40 (138,180.80)
241 131 Matoriais and Suppiles 211 1,284,206.50 1,371,712.50 87,505.80
25| 132 Prepayments 1,440,345.00 1,261,898.50 (178,446.50)
28| 133 Other Current and Accrued Assets 2,494,724.48 2.581,920.45 87,195.97
27| 134 Gas Stored Undarground* 212A 0.00
28 Total Current and Acerued Arsets 28,253,941,64 30,192,094.19 1,938,152.55
29 DEFEARED DEBITS XOCOOO00MXX | XAXX0O00XXX | XXXXXXXXXXX
30} 140 Unamorlized Debt Discount and Exp. 213 1,839,368.45 1,763,745.74 (75,622.71)
31| 141 Extraordinary Property Losaes 214 0.00
32(142, 1 Prel. Natural Gas Surv, & Inv.Charg,* 214 0.00
33| 142, 2 Cther Prel, Surv. & Investgat, Charg, # 214 0.00
34143 Clearing Accounts 216 0.00
35( 144 Retrement Work In Progress 215 279,189.80 404,757.61 125,567,756
36[145 Other Work In Progreas 15.410.55 34.538.37 19.127.82
37| 148 Other Oeferred Debils 216 101,777,951.53 $9,618,370,37 (2.159,581,16)
kL] Total Deferrad Debits 103,914.920.39| 101,821,412.09 {2.090,508.30}
39 CAPITAL STOCK DISCOUNT AND EXPENSES XXXARAXOOINN | XAAOCOXXN | XXXOOOXAX
40| 150 Oiscount on Capital Stock g.00
41| 161 Capital Stock Expenso 116,754.86 108,582.27 {8,192.59)
42 Total Capial Stock Discount & Expenses 116,754.86 108,562.27 {(8,192.58)
43 REACQUIRED SECURITIES XXUXXKKKXXXE | KXXEXKXKEXK | XXXAKKIK XXX
44 152 Reacquired Capital Stock 218 0.00 0.00 0.00
45| 153 Reacquired Long —~term Debt 219
46 Total Reacquired Securitles
47 TOTAL ASSETS AND OTHER DEBITS 874,171,433.13| 951,071,153.78 78,899,720.63

*Appiicable to natural gas utillties only



Report for the Year Ended December 31, 1995 201
: 200, TIVE B CE SHEET
LIABILITIES AND OTHER CREDITS
Balances at Beginning of Year must be consistent with balances at end of pravious year
Line Sched. Balance Balance Increase/
No. Account Title Page Baginning End of Dacrease
(&) Na.(b} of Year () Year {d} {e)

[ CAPITAL STOCK

2| 200 Common Capital Stock 218 19,548,199.00 21,506,086.50 1,958,687.50

3| 201 Preferred Capital Stock 218 18,499,100.00 18,267 ,000,00 (232,100.00)

4| 202 Stock Liability for Conversion 0.00

51 203 Premiums and Assessments on Capital Stock 68,661,299.54 86,702,612.04 18,041,312,50

6| 204 Capital Stock Subscribed 0.00

7] 205 Installments Recelved on Capital Stock 0.00

8 Totai Capital Stock 106,708,598.54| 126,476,498.59 19,767 800.00

9 LONG—TERM DEBT XXX | X0C000COC0 | XC000G000CK
10| 210 Bends 219 2685,520,000.00| 298,510,000.00 13.890,000.00
11| 211 Receivers' Certificates 219 0.00
12| 212 Advances from Affiliated Companies 220 0.00
13] 218 Miscellaneous Long - Term Dabt 219 0.00
14 Total Long—Term Debt 265,520,000.00| 298,510,000.00 13,850.000.00
15 CURRENT AND ACCRUED LIABILITIES XOCOCOOGXK T 0000000 | 3000000000
16| 220 Notes Payable 19,121,279.00| 34,098,964.00 14,977 685.00
17| 222 Current Portion of Long—Temm Debt 18,010,000.00 10,010,000.00 {6,000,000.00)
18| 222 Accounts Payable 7,726,526,99 7,496,666.16 (229,860.23)
19| 223 Payabls to Affillated Companies 2201 34,352.66 341,062.89 306,710.23
20| 224 Dividends Declared 206 354,785.05 348,810.85 {5.974.20)
21 225 Matured Long~Temn Debt . 0.00
22| 226 Matured Interast 0.00
28| 227 Customers’ Deposits 1,173.25 1,173.25 0.00
24| 228 Taxes Accrued 222—-3 1,062,955.83 107,230.43 {655,728.40)
25( 229 Interest Accrued 7.246,684.61 7,064,987.97 ~ {181,696.64)
26| 230 Other Current and Accrued Liabilities 5,601,035.35 5,246,227.58 (354,807.77)
27 Total Current and Accrued Liabilties 57,158,792.14]  64,715,123.13 7,556,330.99
28 DEFERRED CREDITS K0CO00000CK | 200000000 | XM000COMXXX
291 258 Deferred Income Taxes 1168,202,412.00| 120,842,979.00 2,740,567.00
30| 241 Customers’ Advances for Construction 226 41,871,106.67 43,929,026.37 2,057,919.70
31| 242 Other Deferred Credits 226 17,741,569.51 16,199,832.56 {1,541,656.95)
32| 242 investment Tax Credit 10,278,004.00 10,044,412.00 {233,592.00)
33 RESERVES OO0 | XXX
34!250. 1 Reserve for Depreciation of Ulility Plant #1 203 95,000,404,36| 1125838,980.85 17.838,576.48
35| 250. 2 Res. for Amort. & Depl. Prod. Nat. Gas 203 ) 0.00
36, 250. 3 Reserve for Abandoned Leages* 203 0.00
37[251 Res. for Amort. of Other Limitad - Tarm UL, Invest.# 3.420.61 3,420.61 0.00
38| 252 Res. for Amorl. of Ut. Plant Acqg. Adj. 0.00
38| 253 Res. for Dep. and Amort, of Gther Prap. 271,522.28 1896,571.42 (74,950.86}
40| 254 Reserve for Uncollectible Accounts 226 181,131.98 150,390.13 (30,741.88)
41| 255 Insurance Reserve 227 0.00
42| 256 Injuries and Damages Reserve 227 0.00
43| 257 Employees’ Provident Heserve 227 0.00
44| 258 Other Reserves 227 .00
45 Total Reserves 95,456,479.23| 113,189,363.01 17,732,683.78
46 CONTRIBUTIONS IN AID OF CONSTRUCTION HOOOOOGOEC | 300000 | XO0CO0OOX
471 285 Contributions in Aid of Construction 228 32,551,900.12 41,342,609.64 8,780,783.52
48 SURPLUS 000000 | XXCO00000GC | OOCOXAAXXX
49| 270 Gapital Surplus 228 7,452,325.80 7,452,325.88 0.00
50[271 Earned Surpius 207! 101,230,225.04| 107,268,800.63 6,038,584.59
51 Total Surplus 108,682,5650.92} 114,721,135.51 " £,038,504.59
52 TOTAL LIABILITIES AND OTHER CREDITS 874,171,433.13| 951,071,153.76 76,899,720.63




Report for Year Ended December 31, 1995 801
800. WATER PLANT IN SERVICE [Acgount 100-1)
1. Report by prescribed actountas the-originat coat of walaer plant In service and the additions and retirements of such plant
durlg the year,
2. Do not Include as adjusiments, corrections of additlons and ratirements for the cument or preceding year. Such ftloms
should be Inciuded in appropriate column (¢) or (d).
3. Credit adjustments in column {e) should be shown In red, or In black enclosed In parenthesls. *State in a footnote the
general character of any adjustments in column ().
4, Submtt, in a footnote, an explanation of amounts included in columns (c) and/or (d), line 45 for lowering or changing the
lecatlon of maina.
Balance Begin Balanca End
Line Account Additiens Retirements | Adjustments of Year
Na {3} _{¢} {d) (e} (5]
1 L. INTANGIBLE PLANT OO OO X OCOER X OO XO00CONXX
2___ 301 Organization 230,887 o 0 o 230,987
3 |302 Franchises and cansents 234273 318,509 0 0 550,782
4 |303 Miscellaneous Intangible plant 56,181 1,372,978 0 0 1,429,159
5 Total i‘langlble plant 521,441 1,668,487 a 0 2,210,928
6 Il. TANGIBLE PLANT OOCOOOCOOOE X OO OOCCLCCOOOOOCICDOOCTOCNOX
7 1311 Land and Land Rights XOOOCOOOOOOOOOUCOBEONXOOCO0OOOOX X OODCDOLON OO0
8 [311.1 Sourge of supply land and water rights 0 0 0 Q 0
9 31111 Water rights 291,470 0 0 0 291 470
10 |311.12 Reservoir [and 202,415 0 0 0 202415
11 [311.13 Other source of supply land 406213 - 27,263 7,875 1] 425,501
12 [311.2 Power and pumping land 574,274 65,053 41,4986 Q 597,831
13 [314.3 Purificallon land " 1,060,909 81,415 0 G 1,142,324
14 ]311.4 Transm.& dist.land and rghts of way 3,391,935 115,945 863 0 3507017
15 [311.5 Distributlon res. and standpipe fand 601,930 37,088 0 0 639,016
16 [311.6 General Jand 0 a 0 0 0
17__1311.61 Office Jand 1,293,572 0 3161 [1] 1,290,411
18 1311.62 Stores, shop and garage land 423,983 0 0 0 423983
19 1311.63 Miscellanesus land 0 0 0 Q 0
20 Tataf Land and Land Rights 8,246,701 326,762 53495 0 8,519,868
21 [312 Structures and improvements OO X XSO XN MOCOO0OXX
22 |312.1 Source of supply struclures 4] g [i] 0 0
23 [|312.11 Callecting and Impaunding reservoirs 5531 922 1,890,756 15,551 0 7407127
24 [312.12 Lake, river and other inlakes 3,965,878 1,968,446 6,427 0 5,927,897
25 [312.13 Wells and springs 2,525,680 203,014 14,702 0 2,714,992
26  [312.14 Infiltration galleries and tunnels a 0 a 0 0
27 131215 Other water source shructures 703,230 137,132 14 i) 840,348
28 {312.2 Power and pumping struclures 11,022 066 2,232079 63,881 [i] 13,190,264
29 [312.3 Purification bulldings 40,090,785 2,681,956 417,728 [} 42355013
30 1312.5 Distribution reservoirs and standpipes 25907 204 1,063,958 {72,178 0 26,7%8.996
31 |312.6 General struclures and improvemaents 0 g 0 0 0
32 |312.61 Office Buildings 12,875,857 259,365 97,179 0 13,038,043
33 [312.62 Stores, shop and garage buildings 7,237,084 35413 12,929 0 7,259 568
34 1312.63 Misc. structures and improvements 125,674 0 Q 0 125674
35 Total Structures and Improvements 103,985 580 10,472,919 800,587 0 116,657,912




802 Pennsylvania American Water Co,

800. WATER PLANT IN SERVICE Acc@unt 100.1) (Continyed}

Balance Begin ’ Balance End

11,0 Account of Year Additions ‘Retlrements | Adjusiments | of Year
Na. (a) {b) {c) {d) {e) AN
38 |313 Bailer plant equipment a 0 0 0 Q
37 |314 Olher power production equipment 257,086 [4] [i} 0 257 096
38 {315 Steam pumping equipment 0 0 0l 0 0
38 [316 Eleclrie pumplng equipment | 22336670 3,236,583 352305 - 0 25221348
40 |317 Olt angine pumping equipment 320,682 922 1,795 0 319809
41__|318 Hydraulle pumping equipment 0 0 0 0 0
42 1319 Other power pumping equipment 14,855 0 0 Q 14,855
43 320 Purificallon system 99,147,364 8,185,442 1,311,743 0 107 021 063
44 1321 Laboratory equipment 1,774,997 269,513 29312 0 2015298
45 |322 Malns and accassaries 330,909,705 43,102,058 491515 0 373,520,280
48  |323 Services 77,396,760 10,976,493 329,444 0 88,043 809
47 1324 Meters 34,164,070 3,781,384 489,273 0 37,456 1684
48 1325 Flre hydrants 13,804,212 1263219 46,201 1] 15,024,230
49 1326 Other fire protection plant 0 0 0 0 0
50 {327 Fountalns and basing o 4] o q [{]
51 |328 Office fumilure and equipment 12,365,088 1,074,728 78,707 0 13,361,117
52 1329 Tranaparatlon equipment 08,446 120,439 259 0 218,626
53 1330 Stores equipment 272,289 0 1,104 4] 221,288
54 1331 Shop equipmant 1] 0 0 0 0
55 {332 Tools and work equipment 4,033,670 354,179 42,269 0 4,345,560
56_ 333 Communication equipment 847,620 617,302 21,801 0 1,443 321
57 334 Miscellaneous equipment 2,527,807 247,920 27,058 2,748,669
58 [335 Qther tanglble property Y 0 0 0 0
59 Tolal Tangible Plant 718 453 921 85,030,403 4,076,688 *] 799,407 435
60 Tolal Water Plant in Service 718,675,362) 86,719,890 4,076,883 0 801,618 383







\\_}‘\\ Dennsylvania~American Water Company

BOO West Hershey Park Drive » PO. Box D88 « Hershey, PA 17033-0088

{717) 533-5000
March 22, 1996
HAND DELIVERED R EC EIV E D
John Alford, Secretary '
Pennsylvania Public Utility Commission MAY 2 4 2013
North Office Building, Room B-18 PA
P.0. Box 3265 . PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU

Harrisburg, PA 17120

Re: Petition of Pennsylvania-American Water Company
For Approval To Implement A Tarilff Supplement
Establishing A Distribution System Improvement Charge

Dear Secretary Alford:

Pennsylvania-American Water Company filed the above
mentioned petition on March 15, 1996. Exhibit A contained one page
of the Company's tariff concerning the Distribution System
Improvement Charge. After discussion with Commission personnel, it
was recommended that an entire tariff supplement accompany the
petition. Enclosed please find Exhibit A (Revised) to be included

in the Company's original petition.

If you have any questions, please let me know.

Robert L. Robowski
Director of Rates & Revenue

RLR/ptd
Attachments

cc: Certificate of Service

An £, E. ©. Employer MIFIHIV W




BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

RE: PETITION OF PENNSYLVANIA-AMERICAN
WATER COMPANY FOR APPROVAL TO :
IMPLEMENT A TARIFF SUPPLEMENT
ESTABLISHING A DISTRIBUTION
SYSTEM IMPROVEMENT  CHARGE

Docket No.

CERTIFICATE OF SERVICE

I hereby certify‘that I have, this 22nd day of March,

1996, served a true and correct copy of the aforementioned

Exhibit A { Revised) in the manner indicated below:

BY HAND DELIVERY
Irwin A. Popowsky, Esg.
Consumer Advocate
Dianne E. Dusman, ESsq.
Office of Consumer Advocate
1425 Strawberry Sguare
Harrisburg, PA 17120

_ Charles F. Hoffman, Esq.
wWwayne T, Scott, Esq.
Pennsylvania Public Utility Commission
Pitnick Building
901 North 7th Street
P.0O. Box 3265
Harrisburg, PA 17105-3265

Bernard A. Ryan, Esq.
Small Business Advocate

Office of Small Business Advocate
Suite 1102, Commerce Building

300 North Second Street
;//,f;//%z._

Harrisbhurg, PA 17120
DATED: March 22, 1996
Robert L. Robowski

Director of Rates
and Revenues




DRAFT

Supplement No. to
Tariff Water-PA P.U.C. No. 1

PENNSYLVANIA-AMERICAN WATER COMPANY
(Hereinafter referred to as the "Company")

RATES AND RULES
GOVERNING THE DISTRIBUTION AND SALE OF WATER

IN CERTAIN MUNICIPALITIES AND TERRITORIES LOCATED
THERETCO IN ALLEGHENY, ARMSTRONG, BEAVER, BUCKS, BUTLER,

CENTRE, CLARION, CLEARFIELD, COLUMBIA, CUMBERLAND,

DAUPHIN, FAYETTE, INDIANA, JEFFERSON, LACKAWANNA,
LAWRENCE, LEBANON, QPZERNE, MCKEAN, MONROE, MONTGOMERY,

NORTHAMPTON, NORTHUMBERLAND, PIKE, SCHUYLKILL, SUSQUEHANNA,

UNION, WASHINGTON, WARREN, WAYNE, AND YORK COUNTIES.

ALL IN THE COMMONWEALTH OF PENNSYLVANIA

This Tariff establishes a Distribution System Improvement Charge in
accordance with Section 1307(a) of the Pennsylvania Public Utility Code.

Issued: Effective:

BY: R. M. Ross, President
Pennsylvania-American Water Company
800 West Hersheypark Drive ;
Hershey, PA 17033




. Suppler’t No. to

Tariff Water—PA P.U.C. No. 4§
Seventeenth Revised Page 2
PENNSYLVANTA-AMERICAN WATER COMPANY Canceling Sixteenth Reviged Page 2

LIST OF CHANGES

This Tariff establishes a Distribution System Improvement Charge.

(I) Indicates Increase, (D) Indicates Decrease, (C) Indicates Change

Issued: Effective:




SupplemQ No.

Tariff Water—-PA P.U.C. No. 4

to

Seventeenth Revised Page 3

PENNSYLVANIA-AMERICAN WATER COMPANY

Canceling Sixteenth Revised Page 3

TABLE OF CONTENTS

Page Number
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Title Page
List of Changes
Table of Contents
Table of Contents
List of Territories Served
List of Territories Served
-List of Territories Served
List of Territories Served-Scranton
List of Territories Served-Spring Brook
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Schedule of Rates

. A o e Py} S A N R M e A P P Gk b —— ——

Rate Zone 1
Industrial

Meter Rates -
Meter Rates -
Meter Rates - Rate Zone §
‘Meter Rates -~ Rate Zone 2
Rate DIS - Demand Based Industrial Service
Rate DRS - Demand Based Resale Water Service
Rate EGS - Electric Generation Service —-—~—w————-———m
Unmetered Rates - Rate Zone 3 ———-r———o———rmm—mm e
Metered Rates - Rate Zone 3 ———————-——m—=———e————————
Unmetered Rates - Rate Zone 4
Metered Rates - Rate Zone 4 —-—-———=r—————s—smmm—o e —e—
Tmmetered Rates - Rate Zone 5

tered Rates -~ Rate Zone 5 ~==————————-m—ro—rrmmme————
letered Rates - Rate Zone 6
Metered Rates - Rate Zone
Metered Rates - Rate Zone 8
Metered Rates - Rate Zone 9
Metered Rates - Rate Zone
Metered Rates - Rate Zone 11
Unmetered Rates - Rate Zone 7 and 10

Unmetered Rates - Rate Zone § ———————~—— e ——
Fire Service Except Scranton & Spring Brook--
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Private
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Except Scranton & S$pring Brook----——=-mmo—oomo——m— e
Private Fire Service - Rate Zone 6 ————-——e—rm———————-
Private Fire Service - Rate Zone 7 —-——-~———————==——u—-
Private Fire Service - Rate Zone B and 10-—-===———m—-
Private Fire Service - Rate Zone .9 ~=—=—~——————mem——m—n

Public Fire Service Except Scranton and Spring Brook-
Public Fire Service - Rate Zones 6, 7, 8, 9, and 10--
State Tax Adjustment Surcharge-

Rate Zones 1 through 5 and S-———-========r——r————=—-
State Tax Adjustment Surcharge -

Rate Zones 6 through 11 ~-----—r-r--——mmemme oo —
Distribution System Improvement Charge
Distribution System Improvement Charge
Distribution System Improvement Charge

stribution System Improvement Charge
. -ferred Revenue Surcharge - Rate Zone 6

Yeferred Revenue Surcharge - Rate Zone 9

Jeferred Revenue Surcharge - Rate Zone 8 and 10

Seventeenth Revised
Seventeenth Revised
Third Revised

Fifth Revised
Second Revised

Third Revised
Third Revised
Second Revised
Third Revised
Second Revised
First Revised
First Revised
First Revised

First Revised

First Revised

First Revised

First Revised

Third Revised

Seventh Revised

First Revised
Second Revised

First Revised
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Issued:

Effective:



. Suppl eng: No. to

Tariff wWater Pa. P.U.C. No. 4
Second Revised Page No. 12B

PENNSYLVANIA-AMERICAN WATER COMPANY Canceling First Revised Paqe No. 128

DISTRIBUTION SYSTEM IMPROVEMENT CHARGE (c)

EXCEPT PUBLIC FIRE PROTECTION

In addition to the net charges provided for in this Tariff, a charge of
0.00% will apply to all service rendered under Rate Zone 1, through Rate Zone

5 and Rate Zone S.
The above charge will be recomputed, using the elements prescribed by the
Commission in its order dated at Docket No. . :

The Company will submit, with such recomputations a Tariff or Supplement
to reflect such recomputed charge, the effective date of which shall be 10

days after filing.

Issued: Effective:




. Supplen.t No.  to
Tariff Water Pa. P.U.C. No. 4
Original Page No. 12B1

PENNSYLVANIA-AMERICAN WATER COMPANY

DISTRIBUTION SYSTEM IMPROVEMENT CHARGE (C)

1. General Description

Purpose: To recover the fixed costs (depreciation and pre-tax return)
of certain non-revenue producing, non-expense reducing distribution system
improvement projects completed and placed in service between base rate cases
and to provide the Company the resources to accelerate the replacement of
aging water distribution infrastructure, comply with evolving regulatory
requirements imposed by the Safe Drinking Water Act, develop and implement
solutions to regional water supply problems and participate in the costs of

extending facilities to serve new customers.
Effective: The DSIC will become effective for bills rendered on and
after July 1, 1996.

Calculation: The initial charge will be calculated to recover the
fixed costs of eligible plant additions that have not previously been
reflected in the Company's rate base and will have been placed in service
between August 1, 1995 and May 31, 1996. Thereafter, the DSIC will be
updated on a quarterly basis to reflect eligible plant additions placed in
service during the three-month periods ending one month prior to the
effective date of each DSIC update. Thus, changes in the DSIC rate will

occur as follows:

Date To Which DSIC-Eligible

Effective Date
Plant Additions Reflected

of Change
July 1 May 31
October 1 August 31
January 1 November 30
April 1 February 28/29

The fixed costs of distribution system improvement projects will consist
of depreciation and pre-tax return. The depreciation expense will be
calculated by applying to the original cost of DSIC-eligible property the
annual accrual rates employed in the Company's last base rate case for the
plant accounts in which each retirement unit of DSIC-eligible property is
recorded., The pre-tax return will be calculated using the state and federal
income tax rates and authorized return rates approved by the Commission's
final order in PAWC"s most recent fully litigated rate case unless, on a pro
forma basis, PAWC's capital costs were less than that amount. The pro forma
determination will be made using the Company's actual capital structure and
actual cost rates for long-term debt and preferred stock as of the last day
of the three-month period ending one month prior to the effective date of the
DSIC. The cost of equity will be the equity return rate approved in the
Company's last fully-litigated base rate proceeding for which a final order
was entered not more than two years prior to the effective date of the DSIC.
If more than two years shall have elapsed between the entry of such a final
order and the effective date of the DSIC, then the equity return rate used in
the calculation will be the equity return rate approved by the Commission in
a final order entered at the conclusion of the most recent fully litigated
proceeding for an investor-owned water utility having annual revenues in

excess of $10.0 million.

Issued:

Effective:




. Supplem. No. to

Tariff Water Pa. P.U.C. No. 4
Original Page No. 12B2

PENNSYLVANIA-AMERICAN WATER COMPANY

DISTRIBUTION SYSTEM IMPROVEMENT CHARGE (C)

The fixed costs of Company-funded main extensions to be recovered under
the DSIC will consist solely of a pre-tax preferred stock and equity return.
Thus, the Company will not seek to recover through the DSIC either
depreciation or a return on the debt component of its investment in Company-
funded main extensions.

The charge will be expressed as a percentage and will be applied to the
total amount billed to each customer under the Company's otherwise applicable
rates and charges, excluding amounts billed for public fire protection
sexvice. To calculate the DSIC, one~-fourth c¢f the annual fixed costs
agssociated with all property eligible for cost recovery under the DSIC will
be divided by the Company's projected revenue for sales of water for the
quarterly period during which the charge will be collected, exclusive of

revenues from public fire protection service.

2. Formula
[(DSI x PTRR) + Dep ] + {CFME X PTRR") + e
PQR
Where:
DSI = the original cost of eligible distribution system
' improvements projects.

PTRR = The pre-tax return rate applicable to eligible
distribution system improvements projects.

Dep = Depreciation expense related to eligible
distribution system improvement projects.

CFME = The Company's investment in Company-funded main
extensions.

PTRR = The pre-tax return rate applicable to Company-
funded main extensions.

a = The amount calculated under the annual
reconciliation feature as described in Section 3,
below.

POQR = Projected guarterly revenue

Supporting Data for each quarterly update will be filed with the
Commissicn and served upon the Office of Trial Staff, the Office of Consumer
Advocate and the Office of Small Business Advocate at least ten (10) days

prior to the effective date of the update.

Issued: Effective:




. Supplem‘ No. to
Tariff Water Pa. P.U.C. No. 4
Original Page No. 12B3

PENNSYLVANIA-AMERICAN WATER COMPANY

3. Safegquards

Cap: The DSIC will be capped at 5% of the amount billed to customers
under otherwise applicable rates and charges.

Audit/Reconciliation: The DSIC will be subject to audit at intervals
determined by the Commission. It will also be subject to annual
reconciliation based on a reconciliation period consisting of the 12 months
ending March 31 of each year. The revenue received under the DSIC for the
reconciliation period will be compared to the Company’'s eligible costs for
that period. The difference between revenue and costs will be recouped or
refunded, as appropriate, in accordance with Section 1307(e), over a one year
period commencing on July 1. Overcollections will be refunded with interest.

New Base Rates: The charge will be reset at zexo as of the effective
date of new base rates that provide for prospective recovery of the annual
costs that had theretofore been recovered under the DSIC. Thereafter, only
the fixed costs of new eligible plant additions .would be reflected in the

quarterly updates of the DSIC,.

Earning Reports: The charge will also be reset at zero if, in any
quarter, data filed with the Commission in the Company's then most recent
Annual or Quarterly Earnings’ Reports show that the Company will earn a rate
of return that would exceed ‘the rate of return used to calculate its fixed

costs under the DSIC.

Issued: - Effective:







COMMONWEALTH OF PENNSYLVANIA MAR 0 8 1999

PENNSYLVANIA PUBLIC UTILITY COMMISSION
PO. BOX 3265, HARRISBURG, PA 17105-3265

IN REPLY PLEASE
REFER TOQ OUR FILE

March 5, 1959

MR ROBERT W EREESTON RECE IV =D

VP - COMPTROLLER

PENNSYLVANIA AMERICAN WATER COMPANY
800 WEST HERSHEY PARK DRIVE MAY 24 2013
HERSHEY, PA 17033

PA PUBLIC UTILITY COMMISSION

5 : REAU
DOCKET NO. D-975023 SECRETARY'S BU

Dear Mr. Freeston:

We have completed our examination of Pennsylvania American Water
Company’s Distribution System Improvement Charge (DSIC) activity for the year
ended December 31, 1997. Our examination was conducted pursuant to Title 66
Pennsylvania Consolidated Statutes (66 Pa. C.5.) § 506 and the provisions of the

Commission approved DSIC tariff.

It is the policy of the Public Utility Commission, Bureau of Audits,
to conduct an audit review conference with appropriate personnel of entities
which have been examined by our representatives prior to issuance of our
report. The purpese of our conference is to review with you and appropriate
members of your staff our findings and recommendations and also to eliminate

any misunderstandings that may arise.

We are enclosing a copy of the draft report for your review prior to the
exit conference. The draft report is to be returned to the PUC staff members at the
conclusion of the exit conference. After you review the report, please contact John
Crawford of this office at (717) 772-0302 within two weeks so that an exit

_ conference can be arranged.
Very truly yours,

Y ned—Ve 2
Dennis P. Pougherty
Audit Supervisor
DPD/js
Enclosure -
cc: J.T. Crawford
J. G Malloy
C. Gilbert ¥




PA-AMERICAN WATER COMPANY

A REPORT ON THE DISTRIBUTION SYSTEM
IMPROVEMENT CHARGE

FOR THE YEAR ENDED DECEMBER 31, 1997

Prepared For The Public Utility Comimission

By The Bureau of Audits
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COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
PO. BOX 3265, HARRISBURG, PA 17105-3265

AUDITOR'S REPORT

To The Public Utility Commission

We have audited the Statement of Distribution System Improvement Charge
(DSIC) Eligible Project Additions of the PA-American Water Company for the year
ended December 31, 1997, and the Statement of Over/Under Collections (Section
1307(e)) for the year ended December 31, 1997. These statements are the responsibility
of the Company's management. Qur responsibility is to express an opinion on the
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards. These standards require that we plan and perform the audit to obtain
reasonable assurance about whether the specified statements are free of malerial
misstatement.  An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statements referred to above. An audit also includes
assessing the accounting principles used and significant estimates ‘'made by
management, as well as evalitating the overall statement presentation. We believe that

our audit provides a reasonable basis for our opinion.

The accompanying Statements were presented for the purpose of complying
wilh the rules and regulations of the Pentisylvania Public Ulility Commission and are
not intended to be a complete presentation of the Company's revenues and expenses.

In our opinion, the accompanying statements of PA-American Water Company
present fairly, in all material respects, the cost of DSIC-eligible property additions and
the over/under collection resulting from its application of the DSIC in accordance with
the provisions of its Schedule of Rates approved by the Pennsylvania Public Utility

Commission.

Glenn W. Bartron, CPA
Director of Audits

Harrisburg, Pennsylvania

1N REPLY PLEASE
REFER TO OUR FILE




PA-AMERICAN WATER COMPANY

Statement of Distribution System Improvement Charge {DSIC)

Eligible Property and Related DSIC Billed {Note 1)

For The Year Ended December 31, 1997

DSIC Eligible DSIC
Property Billed
(Note 2) (Note 3)
September 1996 $ 984,010 0.00%
QOctober 1,147,754 0.00%
November 664,971 0.00%
December 2,684,492 0.00%
January 1997 643,695 0.22%
February 493,923 0.22%
March 320,884 0.22%
April 794,983 0.55%
May 728,181 0.55%
June 740,819 0.55%
July 1,091,997 0.64%
August 629,387 0.64%
September 0 0.64%
October 0 0.85%
November 0 0.85%
December 0 0.85%
Total $.10.925,096
Components of DSIC Eligible Property
Mains $7,151,376
Services 2,142,966
Meters 1,109,580
Hydrants 521,174
Total $10.925,096

Notes to the Financial Statements are an integral part of this report.




Month

January 1997
February
March
April

May

June

July
August
September
October
November
December

PA-AMERICAN WATER COMPANY

Statement of Over/Under Collections (Section 1307(e}}

For The Year Ended December 31, 1997

DSIC Capital Costs Over/
Revenue & Depreciation (Under)
Collected Expense Authorized Collections

Note 4 (Note 5) (Note 6)
$31,825 $31,542 $ 283

31,803 31,542 261

30,532 31,543 (1,011)

78,130 82,182 (4,052)

78,996 82,182 (3,186)

84,734 82,183 2,951

104,103 105,505 (1,402)
107,189 105,505 1,684
98,512 105,505 (6,993)
14,733 12,751 1,982
0 0 0
0 0 0
$ 660,557 70,440 $ (9.883)

Notes to the Financial Statements are an integral part of this report.




PA-AMERICAN WATER COMPANY

Notes To The Financial Statements

1 - Distribulon System Improvement Charge

On August 26, 1996, the Commission, at Docket No. P-00961036 approved PA-
American Water Company’s request for a Distribution System Improvement Charge
Rate (DSIC). The purpose of the DSIC Surcharge is to recover the fixed costs
(depreciation and pre-tax return) of certain non-revenue producing, non-expense
reducing distribution system improvement projects completed and placed in service
and to be recorded in individual accounts between base rate cases. The intent is to
provide the Company with the resources to accelerate the replacement of aging water
distribution infrastructure, to comply with evolving regulatory requirements imposed
by the Safe Drinking Water Act, and to develop and implement solutions to regional
water supply problems. Depreciation expense is calculated by applying to the original
cost of DSIC-eligible property the annual accrual rates employed in the Company’s last
base rate case for the plant accounts in which each retirement unit of DSIC-eligible
property is recorded. Pre-tax return is calculated using the state and federal income tax
rates, the Company’s actual capital structure, and actual cost rates for long-term debt
and preferred stock as of the last day of the three month period ending one month prior
to the effective date of the DSIC and updates. The cost of equity is the equity return
rate approved in the Company’s last fully litigated base rate case. The Quarterly DSIC
rate became effective January 1, 1997 and applies to all service excluding public fire
hydrants, During 1997, the DSIC was not applicable to the customers of the former
Pennsylvania Gas and Water Company.

2 - Distribution System Improvement Charge Eligible Property

The DSIC-eligible property consists of the following:

a. Services (Account 323), meters (Account 324) and hydrants
(Account 325} installed as in-kind replacements for customers;

b. Mains and valves (Account 322) installed as replacements for existing
facilities that have worn out, are in deteriorated condition, or upgraded to

meet Chapter 65 regulations of Title 52;

c.  Main extensions (Account 322) installed to eliminate dead ends and to
implement solutions to regional water supply problems that have been
documented as presenting a significant health and safety concern for
customers currently receiving service from the Company or the acquired

company; X
d. Main cleaning and relining (Account 322) projects;
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e. Unreimbursed funds related to capital projectis to relocate Company facilities
due to highway relocations (Account 322).

Any Company projects receiving PENNVEST funding are not DSIC-eligible property.

The amounts shown on this statement are as reported by the Company in the
DSIC filing.

3 - Distribution System Improvement Charge Billed

The DSIC is to be expressed as a percentage carried to two decimal places and is
applied to the effective portion of the total amount billed to each customer under the
Company’s otherwise applicable rates and charges, excluding amounts billed for public
fire protection service and the State Tax Adjustment Surcharge (STAS). To reflect
subsequent capital expenditures, the Company is permitted to request approval from
the Commission for quarterly DSIC rate adjustments. The DSIC is to be capped at 5% of
the amount billed to customers under otherwise applicable rates and charges. To
calculate the DSIC, one-fourth of the annual fixed costs associated with all property
eligible for cost recovery under the DSIC is divided by the Company’s projected
applicable revenue for sales of water for the quarterly period during which the charge
is in effect. The DSIC is to be reset at zero as of the effective date of new base rates that
provide for prospective recovery of the annual costs that theretofore had been
recovered under the DSIC. Thereafter, only fixed costs of new eligible plant additions
not previously reflected in the Company’s rate base will be reflected in the quarterly

DSIC updates.
A summary of the Company’s Quarterly DSIC filings include the following:

DSIC Effective 1-1-97 22%
DSIC Effective 4-1-97 55%
DSIC Effective 7-1-97 64%
DSIC Effective 10-1-97 .85%
DSIC Effective 10-3-97 (10-3-97 Rate Settlement) 0.00%

4 - Distribution System Improvement Charge Revenue Collected

Distribution System Improvement Charge revenue is derived by multiplying the
respective quarterly DSIC rate by the applicable portion of the fotal amount biiled to
each customer (excluding public fire protection service customers) exclusive of any

STAS in effect.

5 - DSIC Eligible Project Capital Costs and Depreciation Expense Authorized

DSIC Eligible Project Capital Costs and Depreciation Expense Authorized are the
total recoverable capital costs and depreciation expenses (Note 2) in excess of the
amounts recoverable by the company through base rates included in its approved tariff.
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6 - Over/Under Collections

Over/Under Collections are the difference between the DSIC revenues and the
DSIC eligible project capital costs and depreciation expenditures authorized. The
resulting amount represents the portion of capital costs and depreciation expenditures
that are either refundable, with interest, or recoverable by the Company., Over/(Under)
cotlections for the twelve months ending December 31 of each year are reported to the
Commission on Statement 1307(e) and are included in subsequent DSIC computations
over a one year period commencing on April 1 of each year.

The statement included in this report is the 1307(e) statement filed by the Company
and approved by the Commission, and does not include any audit adjustments.



OPERATIONAL REVIEW




BACKGROUND

The background information was developed substantially from information
and documentation made available by Pennsylvania American Water Company
and is provided solely for informational purposes.

Pennsylvanja=American Water Company (PAWC) is the largest regulated
water utility in the state, Itis a wholly-owned subsidiary of American Water Works
Company, Inc., the largest investor owned water business in the United States. The
name Pennsylvania-American Water Company was established in 1989 through the
merger of the following former entities: Western Pennsylvania Water Company,
Keystone Water Company and Riverton Consolidated Water Company. Previous to
the name change, these predecessor companies were also owned by American Water
Works Company, Inc. On February 17, 1996, PAWC purchased the regulated water
operations of Pennsylvania Gas and Water Company (PGAW) which served an
eslimated population of about 400,000 peopie in the Scranton and Wilkes-Barre area.

The Company provides water sérvice to more than 532,000 customers or a
population of over 2 million people. Wastewater service is provided to over 4,500
customers or a population of approximately 12,000 people. These customers live in
290 municipalities encompassing 31 of the state’s 67 counties.

Following are certain operating statistics of PA-American Water Company:

As of December 31, 1997

Revenue From Water Sales Billed {00D,s) % of Total
Residential $162,332 64.1
Commercial 48,368 19.1
Industrial 19,460 7.7
Other 22,935 9.1
Total Revenue $253.095 100.0

Water Customers Served: Number % of Total
Residential 487,745 91.7
Commercial 38,564 7.2
Industrial 811 2
Public and Other 4,977 9
Total Customers 532,097 100.0
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1997 AUDIT FINDINGS

Finding No. 1 - PA-American Water Company’s Distribution System Improvement
Charge (DSIC) Tariff Requires A Revision.

The Company’s DSIC Tariff provides a formula for the calculation of the DSIC
Surcharge. Included in the formula are definitions identifying the components of the
DSIC. The “DSI” component is defined as “the original cost of eligible distribution
system improvement projects.” The quarterly DSIC calculations state: Applicable
Additions Less Accumulated Depreciation equals Net Rate Base Includable in the
Respective quarterly DSIC calculation. When compared to the Company’s DSIC Tariff,
no mention of the accumulated depreciation exists. This was simply an oversight on
the part of the Company when the DSIC tariff was formulated.

RECOMMENDATION:

We recommend that the Company add wording to the DSIC Tariff revising the
“DSI” definition to read: “The original cost of eligible distribution system improvement
projects net of accrued depreciation.” (Auditor emphasis).

The Company agrees with this recommendation.



Finding No. 2 - PA-American Water Company’s Distribution System Improvement
Charge (DSIC) Quarterly Filings Require Revisions Reflecting
DSIC Application On A “Bills Rendered” Basis.

The Company’s quarterly filings had wording which had the DSIC charge to be
applied on a “service rendered” basis. The Commission approved DSIC was on a “bills
rendered” basis. Subsequent testing verified that the DSIC was in fact applied as
properly approved and that the wording on all of the quarterly filings was incorrect.

RECOMMENDATION:

We recommend that the Company’s future quarterly filings have the proper
wording reflecting DSIC application on a bills rendered basis.

The Company agrees with this recommendabon.




Finding No. 3 - Additions Applicable to the Distribution System Improvement
Charge (DSIC} Were Overstated for the 4 Quarters Ending With

the DSIC Effective 10-1-97.

Additions included in the DSIC filings for each of the first 4 quarters were
overstated. The cumulative total of the overstatement included in the filing effective at
10/1/97 was $129,795. The net effect of the error was a $7,965 reduction to the current

under collection of the DSIC.

When the accounting transfers of mains and hydrants were entered into a
computer software format for analysis and inclusion to the DSIC filing by the rate
department, certain formulas were erroneous. This resulted in several transfers being
included twice, for a total of $64,971. In addition, acquisition costs of Services and
Meters totaling $64,824 were posted in September of 1996. The rate department was
not aware of this posting which was included with the total additions used for the

DSIC filing.

Rate personnel determined that a comparison of total transfers included in the
DSIC filing to total transfers per accounting will assure that possible formula errors will
be detected in the future. Also, the rate department has determined that total capital
work order transfers to plant in service must be verified to assure that non applicable

journal entry postings are not included in the filing.

RECOMMENDATION:

We recommend that the Company implement the internal control checks noted
above to assure the detection of formula errors and elimination of duplicate entries to

the DSIC calculation.

We also recommend that the Company refund $7,965 plus appropriate interest of
$744 through the “E” factor in its DSIC calculation for the rate effective April 1, 1999.

The Company agrees with these recommendations.
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AUDITORS REPORT

To The Public Utility Commission

We have audited the Statements of Distribution System Improvement Charge (DSIC)
Eligible Property and Related DSIC Billed of the Pennsylvania-American Water Company for
the twelve months ended August 31, 1999, and 1998, and the Stateinents of Over/Under
Coliections {Section 1307 (e)) for the years ended December 31, 1999, and 1998. These
statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on the statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the specified statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the statements referred to
above. An audit also includes assessing the accounting principles vsed and significant estimates
made by management, as well as evaluating the overall statement presentation. We believe that

our audit provides a reasonable basis for our opinion.

The accompanying statements were presented for the purpose of complying with the rules
and regulations of the Pennsylvania Public Utility Commission and are not intended to be a
complete presentation of the Company’s revenues and expenses.

In our opinion, the accompanying statemenis of Pennsylvania-American Water Company
present fairly, in all material respects, the cost of DSIC-eligible property additions and the
over/under collection resulting from its application of the DSIC in accordance with the
provisions of its Schedule of Rates approved by the Pennsylvania Public Utility Commission.

Ton Lt
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Director
Bureau of Audits

Harrisburg, Pennsylvania RECEI\] ED
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PENNSYLVANIA-AMERICAN WATER COMPANY

Statement of Distribution System Improvement Charge (DSIC)

Eligible Property and Related DSIC Billed (Note 1)

For The Twelve Months Ended August 31, 1999

Additions

Month

September 1998

Oclober
November
December
January 1999
February
March
April

May

June

July
August

Tpial

DSIC-Eligible
Property

{(Note 2)

$2,802,529
3,632,968
8,778,390
3,871,744
482,340
1,952,064
2,637,013
3,750,071
3,685,758
3,084,463
2,671,021
2,737,261

$40,085,622

Billing
Month

January 1999
February
March
April

May

June

July
August
September
October
November
December

Components of DSIC-cligible Property

Mains $22,887,101
Services 7,545,581
" Meters 8,965,901
Hydrants 687,039
Total $40,085,622

DSIC Billed
{Note 3)

1.82%
1.82%
1.82%
2.14%
2.14%
2.14%
2.40%
2.40%
2.40%
3.08%
3.08%
3.08%

Notes to the Financial Statements are an integral part of this report.




PENNSYLVANIA-AMERICAN WATER COMPANY

Statement of Distribution System Improvement Charge (DSIC)
Eligible Property and Related DSIC Billed (Note 1)
_For The Twelve Months Ended August 31, 1998

DSIC-Eligible
Additions Property Billing DSIC Billed
Month (Note 2) Month (Note 3)

September 1997 $0 January 1998 0.00%
October 0 February 0.00%
November 0 March 0.00%
December 0 April 0.08%
January 1998 579,322 May 0.08%
February 627,132 June 0.08%
March 1,558,636 July 0.40%
Apri] 2,273,484 August 0.40%
May 2,188,519 September 0.40%
June 2,586,686 Gctober 0.95%
July 3,369,996 November 0.95%
August 2,207,948 December 0.95%
Total $15,392,723

Components of DSIC-eligible Property

Mains $6,914,453
Services 3,375,074
Meters 4,741,878
Hydrants 301,318

Total $15,392,723

Notes to the Financial Statements are an integral part of this report.
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PENNSYLVANIA-AMERICAN WATER COMPANY

Statement of Over/Under Collections (Section 1307{e))
For The Year Ended December 31, 1999

Capital Costs

DsIcC & Depreciation Over/
Revenue Expense {Under)
Collected Authorized Collections
Month {Note 4) (Note 5) {Note 6)
January 1999 $381,024 $395,036 $(14,012)
February 392,562 395,036 (2,474)
March 399,778 395,036 4,742
April 452,124 473,891 (21,767)
May 489,268 473,891 15,377
June 502,679 473,891 28,788
July 628,987 591,825 37,162
August 564,126 591,825 (27,699)
September 588,571 591,825 (3,254)
October 611,310 690,278 (78,968)
November 667,513 690,278 (22,765)
December 486,010 460,185 25,825
Total $6,163,952 $6,222,997 $(59,045)

Notes 1o the Financial Statements are an integral part of this repart.
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PENNSYLVANIA-AMERICAN WATER COMPANY

Statement of Over/Under Collections (Section 1307(e))
For The Year Ended December 31, 1998

Capital Costs

DSIC & Depreciation Over/
Revenue Expense (Under)
Collected Authorized ~ Collections
Month (Note 4) {Note 5) (Note 6)
January 1998 50 $0 $0
February ’ 0 0 0
March 0 0 0
April 15,557 16,290 (733)
May 16,804 16,290 514
June 17,001 16,2590 801
July 95,123 99,688 (4,565)
August 96,522 99,688 (3,166)
September 100,558 99,689 ' 869
QOctober 200,049 207,096 (7,047)
November 216,473 207,096 9,377
December 201,495 207,096 (5,601)
$958,672 $969,223 5(9,55]

Notes to the Financial Statements are an integral part of this report.




PENNSYLVANIA-AMERICAN WATER COMPANY

Notes To The Financial Statements

1 — Dijstribution System Improvement Charoe (DSIC)

On August 26, 1996, the Commission, at Docket No. P-00961036, approved Pennsylvania-
American Water Company’s (PAWC, PA-American or Company) request for a Distribution

System Improvement Charge Rate (DSIC). The purpose of the DSIC Surcharge is to
recover the fixed costs (depreciation and pre-tax retum) of certain non-revenue producing,

non-expense reducing distribution system improvement projects completed and placed in
service and to be recorded in individual accounts between base rate cases. The intent is to
provide the company with the resources (o accelerate the replacement of aging water
distribution infrastructure, to comply with evolving regulatory requirements imposed by the
Safe Drinking Water Act, and to develop and implement solutions to regional water supply

problems.

Depreciation expense is calculated by applying, to the original cost of DSIC

eligible property, the annual accrual rates employed in the Company’s last base rate case for
the plant accounts in which each retirement unit of DSIC-eligible property is recorded.
Pre-tax return is calculated using the state and federal income tax rates, the Company’s actual
capital structure, and actua} cost rates for Jong-term debt and preferred stock as of the last
day of the three-month period ending one month prior to the effective date of the DSIC, and
updates. The cost of equity is the equity retum rate approved in the Company’s last fully

litigated base rale case.

The Quarterly DSIC rate became effective January 1, 1997 and applies to all service
excluding public fire hydrants. The DSIC was not applicable to the customers of the former

Pemnsyivania Gas and Water Company until April 1998.

2 — Distribution Systern Improvement Charge Eligible Property

The DSIC-eligible property, according to currently effective tariff wording, consists of the
following:

Services (Account 323), meters (Account 324), and hydrants (Account 325) installed as
in-kind replacements for customers;

a.

b. Mains and valves (Account 322) installed as replacements for existing facilities that have
worn out, are in deteriorated condition, or upgraded to meet Chapter 65 regulations of

Title 52;

Main extensions (Account 322) installed to eliminate dead ends and to implement
solutions to regional water supply problems that have been documented as presenting a




significant health and safety concern for customers currently receiving service from the
Company or the acquired company;

d. Main cleaning and relining {(Account 322) projects;

e. Unreimbursed funds related to capital projects to relocate Company facilities due to
highway relocations (Account 322).

Any Company projects receiving PENNVEST funding are not DSIC-eligible property.

The amounts shown on this statement are as reported by the Company in the DSIC filings.
The company uses eligible plant additions placed into service during the three-month period
ending one month prior to each DSIC effective date. For example, the filing effective
January I, 1999 includes DSIC-¢eligible plant additions placed in service through November

30, 1998.

3 — Distribution System Improvement Charge Billed

The DSIC is expressed as a percentage carried 10 two decimal places and is applied to the
effective portion of the total amount billed to each customer under the Company’s otherwise
applicable rates and charges, excluding amounts billed for public fire protection service and
the State Tax Adjustment Surcharge (STAS). To reflect subsequent capital expenditures, the
Company is permitted to request approval from the Commission for quarterly DSIC rate
adjustments. The DSIC is to be capped al 5% of the amount billed to customers under
otherwise applicable rates and charges. To calculate the DSIC, one-fourth of the annual
fixed costs associated with all property eligible for cost recovery under the DSIC is divided
by the Company’s projected applicable revenue for sales of water for the quarterly period

during which the charge is in effect.

The DSIC is to be reset at zero as of the effective date of new base rates that provide for
prospective recovery of the annual costs that theretofore had been recovered under the DSIC.
Thereafter, only fixed costs of new eligible plant additions not previously reflected in the
Company’s rate base are to be reflected in the quarterly DSIC updates. The DSIC will also
be resct at zero if, in any quarter, data filed with the Commission in the Company’s then
most recent annual or quarterty eamings reports shows that the Company will eam a rate of
return that would exceed the allowable rate of return used to calculate its fixed costs under

the DSIC.

4 — Distribution Sysiem Improvement Charge Revenue Collected

Distribution System Improvement Charge revenue is derived by multipiying the respective
quarterty DSIC rate by the applicable portion of the total amount billed to each customer
(excluding public fire protection service customers), exclusive of any STAS in effect.




¥

5 — DSIC-Eligible Project Capital Costs and Depreciation Expense Authorized

DSIC-Eligible Project Capital Costs and Depreciation Expense Authorized are the total
recoverable capital costs and depreciation expenses (Note 2) in excess of the arhounts
recoverable by the Company through base rates included in its approved tariff.

6 = Over/Under Collections

Over/Under Collections are the difference between the DSIC revenues and the DSIC-eligible
project capital costs and depreciation expenditures that are either refundabie, with interest, or

recoverable by the Company. Over/Under collections for the twelve months ending
December 31 of each year are reported to the Commission on Statement 1307(e) and are
included in subsequent DSIC computations over a one-year period commencing on April 1 of

¢ach year.

The statements included in this report are the 1307(e) statements filed by the Company and
approved by the Commission, and do not include any audit adjustments.




OPERATIONAL REVIEW




BACKGROUND

The background information was developed substantially from information and
documentation made available by Pennsylvania-American Water Company and is provided

solely for informational purposes.

Pennsylvania-American Water Company (PAWC, PA-American, or Company) is the
largest regulated water utility in the state. It is a wholly-owned subsidiary of American Water
Works Company, Inc., the largest investor-owned water business in the United States. The name
Pennsylvania-American Water Company was established in 1989 through the merger of the
following former entitics; Western Pennsylvania Water Company, Keystone Water Company,
and Riverton Consolidated Water Company. Previous to the hame change, these predecessor
camparnies were also owned by American Water Works Company, Inc. On February 17, 1996,
PAWC purchased the regulated water operations of Pennsylvania Gas and Water Company
(PGAW) which served an estimated population of about 400,000 people in the Scranton and

Wilkes-Barre area.

The Company provides water service to more than 543,300 customers or a population of
over 2 million people. Wastewater service is provided to over 4,800 customers or a papulation
of approximately 12,000 people. These customers live in 297 municipalities encompassing 31 of

the state’s 67 counties.
Following are certain operating statistics of PA-American Water Company:

As of December 31,1999 As of December 31, 1998

Revenue from Water Sales Billed (000’s) % of Total {000’s) % of Total

Residential $183,706 64.2 $175,535 63.6
Commercial 56,261 19.7 53,621 194
Industrial 20,696 7.2 21,749 7.9
Public and Other 25,513 8.9 25,205 9.1
Total Revenue $286,176 100.0 $276,110 100.0
Water Customers Served Number % Of Total

Residential 498,628 91.8

Cominercial 38,957 7.2

Indusirial 811 |

Public and Other 4,992 8

Tota] Customers 543,388 100.0




PENNSYLVANIA AMERICAN WATER COMPANY

Disposition of Prior Year’s Audit Findings

The prior audit for the year ended December 31, 1997 disciosed the following findings:

Finding No. 1 ~ PA-American Water Company’s Distribution System Improvement
Charge (DSIC) Tariff Defining the DSI Requires A Revision.

Recommendation:

We recommended that the Company add wording to the DSIC Tariff revising the “DSI”
definition to read: “The original cost of eligible distribution system improvement projects net of

accrued depreciation.” (Auditor emphasis)

Disposition:
The Company agreed with this recommendation and added the appropriate wording to the
definition of DSI in its tariff effective April 1, 2001.

Finding No. 2 - PA-American Water Company’s DSIC Quarterly Filings Require
Revisions Reflecting DSIC Application On A “Bills Rendered”

Basis.

Recommendation:

We recommended that the Company's future quarterly filings have the proper wording
reflecting the DSIC application on a bills rendered basis.

Disposition:
The Company agreed with this reconmnendation and changed the wording to reflect DSIC
application on a bills rendered basis, starting with its quarterly filing effective July 1, 1999.

Finding No. 3 - Additions Applicable To The DSIC Were Overstated For The 4
Quarters Ending With The DSIC Effective 10-1-97.

Recommendation:

We recommended that the Company implement the internal control checks noted in the
finding to assure the detection of formula errors and elimination of duplicate entries to the DSIC

calculation.
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We also recommended that the Company refund §7,965 through the “E” factor in its
DSIC calculation.
Disposition:

The Company agreed with this recommendation and included the $7,965 adjustment in
the “E” factor of the DSIC rate calculation in its quarterly filing effective January 1, 1999.
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PENNSYLVANIA-AMERICAN WATER COMPANY

Current Findings

Finding No. 1 - Distribution System Improvement Charge (DSIC) Eligible Property
Was Overstated By $2,038,143 For The Twenty-Four Months Ended August 31, 1999,

The purpose of the DSIC is to allow the Company to recover the fixed costs
(depreciation and pre-tax return) of DSIC-eligible property completed and placed in service
between base rate cases. Various errors by the Company resulied in an overstatement of
$2,038,143 in DSIC-eligible property reported to the Commission for the two-year period ended
August 31, 1999, This oversiatement of DSIC-eligible property resulted from the following

types of errors:

(13 Excess AFUDC capitalized on DSIC-eligible work orders

(2)  Incorrect formulas used in computer files
{3)  Overstatement of the number of DSIC-eligible services replacements

(4)  Rights-Of-Way costs included with mains DSIC-eligible property
(See Finding No. 2)

(5)  Acquisition costs included in DSIC-cligible property
(6) PENNVEST funded project included in DSIC-eligible property

(7) Costs of DSIC—eligjb;e work orders included twice

(8)  Monthiy net credit balances on DSIC-eligible work orders not included in DSIC
filings amounts

The above types of errors were isolated incidents, except for numbers 4 and 8 which
relate to Company policy (number 4 is discussed in Finding No. 2). The Company has a policy
of not including monthly net credit balances on DSIC-cligible work orders in the costs of those
work orders in the DSIC filings (number 8 above). When PA-American’s DSIC started in 1997,
the Company did not want to include in DSIC filing amounts the work order credits that related
ta prior period additions which were not applicable to DSIC. Also, the Company set a policy of
not including work order monthly net balances less than $200 due to immateriality. These
policies did not appear (o present a problem until the Company switched to a new work order
system sfarting in 1999. Of the total $2,038,143 overstatement in DSIC-¢ligible property,
approximately $1,250,000 is due to the credit balances not being included,
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DSIC-eligible property totals are used in the caiculation of the DSIC rate. The
$2,038,143 overstatement of DSIC-eligible property resulted in overstated DSIC rates which
resulted in an overcollection of $166,234 through the application of those rates for the two-year
period ending December 31, 1999. The Company’s DSIC tariff provides for calculation of
interest on overcollections, to be refunded to customers, in accordance with Section 1307(e) of
Title 66. Interest on the adjusted amounts, pro-rated to the nud-point of the April 2001 DSIC

application period, totals $15,751.

Recommendations:

We recommend that PA-American refund $166,234 plus interest of $15,75] to its
customers through adjustment to the “E” factor in its next quarterly DSIC filing.

We also recommend that the Company adopt a procedure to begin including monthly net
eredit balances of DSIC-eligible work order additions in its quarterly DSIC filings.

The Company agrees with these recommendations.

NOTE: After being notified of the overstatement errors during the audit field work, and prior to
issuance of this report, the Company included the $166,234 adjustment in the “E” factor of the
DSIC rate calculation for the quarter beginning April 1, 2001. However the refated $15,751 in
interest had not been determined or included in that adjustment. [t should be included as an “E”

factor component in the next quarterly DSIC calculation.

With regard to the recommended procedure adoption, the Company intended to start
including monthly net credit balances in the April 200} filing, starting with December 2000

DSIC-eligible additions.
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Finding No. 2 - Pennsylvania-American Is Including Rights-Of-Way Costs In Its DSIC-
Eligible Property.

PA-American’s Tariff states:
“Eligible Property: The DSIC-¢eligible property wilt consist of the following:

services (account 323), meters (account 324), and hydrants (account 325) installed as
in-kind replacements for customers;

mains and valves (account 322) installed as replacements for existing facilities that
have wom out, are in deteriorated condition, or vpgraded to meet Chapter 65

regulations of Title 52;

main extensions (account 322) installed to eliminate dead ends and to implement
solutions to regional water supply problems that have been documented as presenting
significant health and safety concern for customers currently receiving service from
the Company or the acquired Company;

main cleaning and relining (account 322) projects and;

unreimbursed funds related to capital projects to relocate Company facilities due to

highway relocations.”

Although the tariff wording quoted refers to account numbers under the expired
Pennsylvania Public Utility Commission “Uniform System of Accounts for Water Utilities”
of January 1, 1948, the Company's accounting system has been converted to the National
Association of Regulatory Utility Commissioners (NARUC) system prescribed by Section 65.16
of Title 52 “Public Utilities” of the Pennsylvania Code. Under that system, the relevant mains
account under discussion is 331 “Transmission and Distribution Mains,” and the relevant
rights-of-way account is 303 “Land and Land Rights”. To simplify discussion for this finding,
the account number 322 for mains referred to in the tariff wording, and the corresponding

rights-of-way account 311.4, will be used.

When the Company incurs expenses in the acquisition of a rights-of-way related to a
DSIC:eligible main installation, it properly books those costs to A/C 311.4 “Transmission and
Distribution Land and Rights-Of-Way.” However, the Company includes these costs with the
Mains (A/C 322) DSIC-eligible property costs in its DSIC quarterly filings. Technically, the
Company is not in cornpliance with its tariff as it is recovering non-DSIC-eligible costs through
its DSIC. The current audit disclosed $71,862 of rights-of-way costs included in mains (A/C
322) DSIC-eligible property. Absent an approved tariff revision to include rights-of-way
relevant to DSIC-qualified mains additions as eligible property, continuation of this practice will

constitute an ongoing tariff violation.

14




Recommendations:

We recommend that PA-American discontinue the practice of including rights-of-way
(A/C 311.4) costs in with mains (A/C 322) DSIC-eligible property costs so as {o be in

compliance with its tariff.

We further recommend a revision to the DSIC tariff wording to include the NARUC

account numbers now being used.

Finally, we recommend that the Company include the above §71,862 as a reduction to
authorized capital costs in order to calculate an adjustment to the “E” factor in its next quarterly

DSIC filing,

The Company agrees with these recommendations.

NOTE: The Company included $71,862 as a reduction to authorized capital costs in
determining the tota) adjustment amount calculated in Finding No. 1 of this report.
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Finding No. 3 - Pennsylvania-American Is Not Billing Its DSIC Surcharge In Accordance
With Its Tariff

PA-American’s tariff states that its DSIC will become effective for bills rendered on and
after a specific date. Our audit testing disclosed that the Company is not totally applying its

DSIC on a “bills rendered™ basis.

When the Company began its DSIC surcharge in 1997, it had a customer billing system
which allowed it to begin or stop billing the DSIC based on the date of the bill. A new billing
systern, which was implemented in 998, does not have that function or ability. The “current
read date” determines when a new DSIC surcharge is put on the bill. For example, when a new
surcharge went into effect on December 18, 1999, a bill rendered with a bill date of December
18, 1999 (but current read date prior to December 18" did not include the new DSIC rate. Only
when the current reading date was on or after December 18" was the new DSIC rate billed.

The Company, however, is not totally applying its DSIC on a “service rendered” basis
either. Specifically, the Company does not prorate its bills when the DSIC rate changes.

Recommendations:

We recommend that PA-American revise its tariff to change the wording from “bills
rendered” to wording which describes how the company is actually billing its DSIC surcharge.

The Company agrees with this recommendation.
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Finding No. 4 - Pennsylvania-American Is Not In Full Compliance With Title 52,
Chapter 56.15-Billing Information :

Title 52, Chapter 56.15-“Billing Information”, lists thirteen items which shall be stated
clearly on a bill rendered by a utility for metered residential utility service. PA-American bills
do not include item No. 4: “A Class A utility shall include a statement of the dollar amount of the
total state taxes included in the current billing period charge.” The Company was not aware of
this billing requirement and is looking into feasible system revisions to prowde for full

compliance with Title 52, Chapter 56.15, item No. 4.

Recommendations:

We recommend that PA-American state the above tax item on its bill 5o as to be in full
compliance with Title 52, Chapter 56.15-Billing Information.

The Company agrees with this recommendation.
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MR PAUL DISKIN RECEEVED

DIRECTOR OF RATES AND PLARRigber 18, 2003

PENNSYLVANIA-AMERICAN WATER COMPANY
800 WEST HERSHEY PARK DRIVE MAY 2 4 2013
HERSHEY PA 17033

PA PUBLIC UTILITY COMMISSION

DOCKET NO. D-01DSC009 SECRETARY'S BUREAU

" Dear Mr. Diskin:

Enclosed is a copy of the Bureau of Audits’ report on the Distribution System
Improvement Charge of Pennsylvania-American Water Company for the two years ended
.December 31, 2001. This report was approved for release by the Commission at its Public

Meeting of September 18, 2003, No other formal action was taken.

The findings included in this report are as follows:

Finding No, 1 — Distribution System Improvement Charge (DSIC) Eligible Property
Was Overstated By $954,305 For Th_e Twenty-Four Months Ended

August 31, 2001.

‘Finding No. 2 — Pennsylvania-American’s DSIC Tariff Should Be Revised To
Coordinate DSIC Application With Base Rate Changes.

Finding No. 3 — The Cost Rates And Balances For Long-Term Debt And Preferred
Stock, And The Balances For Common Equity Used In Calculating
The Quarterly DSIC Rates Do Not Comply With The DSIC Tariff

Criteria.

The report also includes the following area of concemn:

Revenue Deferrals Relevant To New Competitive Rate Customers Include DSIC
Revenues.

Since the Company agrees with the audit report, it is directed to hmplement the
recommendations in the consensus findings. The Commnission appreciates the cooperation of
your officers and employees in conjunction with this audit.

Very truly yours,
g Ay VYL
M “7{,&1—2&(
Mﬁleé . McNulty
Secretary
JIM/be
Enclosure

Contact Person: Wendy J. Nicholas
(717) 772-0304
ce: Office of Trial Staff
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AUDITORS REPORT

To The Public Utility Commission

We have audited the Statements of Distribution System Improvement Charge

' (DSIC) Eligible Property and Related DSIC Billed of the Pennsylvania-American Water

Company for the Twelve Months Ended August 31, 2001 and 2000, and the Statements

of Over/Under Collections (Section 1307 (e)) for the Years Ended December 31, 2001,

and 2000. These statements are the responsibility of the Company’s management. Qur
responsibility is to express an opinion on the statements based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the specified statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statements referred to above. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

The accompanying statements were presented for the purpose of complying with
the rules and regulations of the Pennsylvania Public Utility Commission and are not
intended to be a complete presentation of the Company’s revenues and expenses.

In our opinion, the accompanying statements of Pennsylvania-American Water
Company present fairly, in all material respects, the cost of DSIC-eligible property
additions and the over/under collections resulting from the Company’s application of
the DSIC in accordance with the provisions of its Schedule of Rates approved by the

Pennsylvania Public Utility Commission.
) 7
Tl ot
/;"ﬂ,ﬂ{7M P %.,_..,_..--— L,ef Q

Thomas E. Sheets, CFA
Director
Bureau of Audits

Harrisburg, Pennsylvania
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PENNSYLVANIA-AMERICAN WATER COMPANY

Statement Of Distribution System Improvement Charge (DSIC)
Eligible Property And Related DSIC Billed (Note 1)
For The Twelve Months Ended August 31, 2001

DSIC-Eligible DSIC

Additions Property Billing Billed
Month (Note 2) Month (Note 3)
September 2000  $ 2,536,409  January 2001 1.49%
October 2,047,118  February 1.49%
November 4,386,702  March 1.49%
December 2,996,107 April 1.44%
January 2001 943,512  May 1.44%
February 1,063,884 June - 1.44%
March 515,572  July 1.76%
April 1,274,176  August 1.76%
May 3,655,851 September 1.76%
June 6,596,435  October 2.55%
July 3,355,828 °  November 2.55%
August 3670293  December 2.55%

Total $33,041,887

Components Of DSIC-Eligible Property

Mains $ 22,218,615
Services 7,036,922
Meters 2,765,508
Hydrants 1,020,842

Total $ 33,041,887

Notes to the Financial Statements are an integral part of this report.
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PENNSYLVANIA-AMERICAN WATER COMPANY

Statement Of Distribution System Improvement Charge (DSIC)
Eligible Property And Related DSIC Billed {Note 1)
For The Twelve Months Ended August 31, 2000

DSIC-Eligible DSIC
Additions Property Billing Billed

Month {Note 2) Month (Note 3)
September 1999  § 0  January 2000 0.00%
October 0  February 0.00%
November 0 March 0.00%
December 0 April 0.12%
January 2000 716,127 May 0.12%
February 1,236,413 June 0.12%
March 1,358,292 July 0.39%
April 1,194,313 August 0.39%
May 3,935,588 September - 0.39%
June 3,776,550 October 1.01%
July 2,138,982 November 1.01%
August 6,150,416 December 1.01%

Total 20,506,681

Components Of DSIC-Eligible Property

Mains $12,489,430
Services 5,381,733
Meters 2,174,777
Hydrants 460,741

Total 20,506,68

Notes to the Financial Statements are an integral part of this report.
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PENNSYLVANIA-AMERICAN WATER COMPANY

Statement Of Over/Under Collections {Section 1307(e))
For The Year Ended December 31, 2001

Capital Costs

& Depreciation Over/
DSIC Expense (Under)
: Revenues Authorized Collections

Month (Note 4) (Note 5) {Note 6)
January 2001 $ 337,684 $ 349,124 $  (11,440)
February 340,977 349,124 (8,147)
March 333,669 349,124 (15,455)
April 383,792 407,091 (23,299)
May 397,984 407,091 (9,107)
June 413,828 407,091 6,737
July 433,921 462,139 (28,218)
August 463,687 462,139 1,548
September 452,162 462,139 (9,977}
October 622,332 614,589 7,743
November 584,859 614,589 (29,730)
December 583,016 614,589 (31,573)
Total $5.347.911 $.5,498829 $ (150,918)

Notes to the Financial Statements are an integral part of this report.



PENNSYLVANIA-AMERICAN WATER COMPANY

Statement Of Over/Under Collections (Section 1307(e})
For The Year Ended December 31, 2000

Capital Costs
& Depreciation Over/
DSIC * Expense (Under}
Revenues Authorized Collections
Month (Note 4) (Note 5) {Note 6)
January 2000 $ 0 $ 0 $ 0
February 0o . 0 0
March 0 0 0
April 16,258 23,425 (7,167}
May 24,505 23,425 1,080
June 26,323 23,425 2,898
July 86,080 99,380 (13,300}
August 89,533 99,380 (9.847)
September 97,153 99,380 (2,227)
October 217,912 240,046 (22,134)
November 229879 - 240,046 (10,167)
December 236,060 240,046 (3.986)
$1,023,703 $1.088.553 $(64.850)

Notes to the Financial Statements are an integral part of this report.



PENNSYLVANIA-AMERICAN WATER COMPANY

Notes To The Financial Statements

1 - Distribution System Improvement Charge (DSIC)

On August 26, 1996, the Commission, at Docket No. P-00961036, approved
Pennsylvania-American Water Company’s (PAWC, PA-American or Company)
request for a Distribution System Improvement Charge (DSIC). The purpose of
the DSIC is to recover the fixed costs (depreciation and pre-tax return} of
certain non-revenue producing, non-expense reducing distribution system
improvement projects completed and placed in service and recorded in
individual accounts between base rate cases. The intent is to provide the Company
with the resources to accelerate the replacement of aging water distribution
infrastructure, to facilitate compliance with evolving regulatory requirements
imposed by the Safe Drinking Water Act, and to develop and implement solutions
to regional water supply problems. The rate applies to all services except public fire

protection,

Depreciation expense is calculated by applying to the original cost of DSIC-eligible
property the annual accrual rates employed in the Company’s last base rate case
for the plant accounts in which each retirement unit of DSIC-eligible property is
recorded. Pre-tax return is calculated using the state and federal income tax rates,
the Company’s actual capital structure and actual cost rates for long-term debt and
preferred stock as of the last day of the three-month period ending one month prior
to the effective date of the DSIC and updates. The cost of equity is the equity return
rate approved in the Company’s last fully-litigated base rate case.

2 = DSIC-Eligible Property

The DSIC-eligible property, according to currently effective tariff wording, consists
of the following:

a. Services (Account 333000), meters (Account 334100), and hydrants (Account
335000) installed as in-kind replacements for customers;

b. Mains and valves (Account 331800) installed as replacements for existing
facilities that have worn out, are in deteriorated condition, or upgraded to meet

Chapter 65 regulations of Title 52;



PENNSYLVANIA-AMERICAN WATER COMPANY

Notes To The Financial Statements (Continued)

¢. Main extensions (Account 331800) installed to eliminate dead ends and to

implement solutions to regional water supply problems that have been
documented as presenting a significant health and safety concern for customers

currently receiving service from the Company or the acquired company;

d. ,Main cleaning and relining (Account 331800) projects;

e. Unreimbursed funds related to capital projects to relocate Company facilities due
to highway relocations.

Any Company projects receiving PENNVEST funding are not DSIC-eligible
property.

The amounts shown on this statement are as reported by the Company in the DSIC
filings. The Company uses eligible plant additions placed into service during the
three-month period ending one month prior to each DSIC effective date. For
example, the filing effective January 1, 2001 includes DSIC-eligible plant additions
placed in service through November 30, 2000.

3 - DSIC Billed

The DSIC is expressed as a percentage carried to two decimal places and is applied
to the effective portion of the total amount billed to each customer under the
Company’s otherwise applicable rates and charges, excluding amounts billed for
public fire protection service and the State Tax Adjustment Surcharge (STAS). To
reflect subsequent capital expenditures, the Company is permitted to - request
approval from the Commission for quarterly DSIC rate adjustments. The DSIC is to
be capped at 5% of the amount billed to customers under otherwise applicable rates
and charges. To calculate the DSIC, one-fourth of the annual fixed costs associated
with all property eligible for cost recovery under the DSIC is divided by the
Company’s projected applicable revenue from sales of water for the quarterly period
during which the charge is in effect. The rate is also adjusted to reflect prior period

over or under collections.

The DSIC is to be reset at zero as of the effective date of new base rates that provide
for prospective recovery of the annual costs that theretofore had been recovered
under the DSIC. Thereafter, only fixed costs of new eligible plant additions not
previously reflected in the Company’s rate base will be included in the quarterly
DSIC updates. The DSIC will also be reset at zero if, in any quarter, data filed with
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PENNSYLVANIA-AMERICAN WATER COMPANY

Notes To The Financial Statements (Continued)

the Comumission in the Company’s then most recent Annual or Quarterly Earnings
reports shows that the Company will earn a rate of return that would exceed the
allowable rate of return used to calculate its fixed costs under the DSIC.

-4 - DSIC Revenues

DSIC Revenues are derived by multiplying the respective quarterly DSIC rate by the
applicable portion of the total amount billed to each customer (excluding public fire

protection service customers), exclusive of any STAS in effect,

5 — Capital! Costs and Depreciation Expense Authorized

Capital Costs and Depreciation Expense Authorized are the total recoverable capital
costs and depreciation expenses (Note 2) in excess of the amounts recoverable by the

Company through base rates included in its approved tariffs.

6 ~ Over/Under Collections

QOver/Under Collections are the differences between the DSIC revenues and the
DSIC-eligible project capital costs and depreciation expenditures that are either
refundable, with interest, or recoverable by the Company. Over/Under collections
for the twelve months ending December 31 of each year are reported to the
Commission on Statement 1307(e) and are included in subsequent DSIC
computations over a one-year period commencing on April 1 of each year.

The 1307(e) Statements included in this report are filed by the Company and
approved by the Commission, and do not include any audit adjustments.
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BACKGROUND

This background was developed substantially from data and documentation made
available by Pennsylvania-American Water Company and is provided solely for

informational purposes.

Pennsylvania-American Water Company (PAWC, PA-American, or Company) is
the largest regulated water utility in the state. It is a wholly-owned subsidiary of
American Water Works Company, Inc. (American Water Works), which is the largest
publicly-traded US. corporation devoted exclusively to the business of water. The name
Pennsylvania-American Water Company was established in 1989 through the merger of
the following former entities: Western Pennsylvania Water Company, Keystone Water
Company, and Riverton Consolidated Water Company. These companies were also
owned by American Water Works. In 2003, American Water Works became a wholly-
owned subsidiary of Thames Water Aqua Holdings GmbH (Thames), the water division

of RWE, the world’s largest water company.

PAWC purchased the Strattanville Borough Water System, the water system of the
Municipal Authority of Franklin Township, and the water system of Elk Forest Estates in
2000. In 2001, PAWC purchased the T.O.W. Associated Water System, the Fox Knoll
Water Company, the Butler Township Authority, and the Coatsville Authority Water
. System._PAWC provided_water_service to 563,081 customers and wastewater service to

9,283 customers at December 31, 2001. These services were provided to an estimated
population of 2 million people in communities located in 33 of the 67 counties in

Pennsylvania.

Following are certain operating statistics of PA-American Water Company for the
two years covered by this audit:

As of December 31, 2001 As of December 31, 2000

Revenue From Water Sales Billed (000's) % of Total (000’s) % of Total
Residential $202,005 65,5 $192,830 64.7
Commercial 61,845 20.0 60,045 201
Industrial 21,126 6.8 21,175 7.1
Public and Other 23,641 7.7 24,277 8.1
Total Revenue $308,617 100.0 $298,327 100.0
Water Customers Served Number % Of Total
Residential 516,558 917
Cominercial 40,590 7.2
Industrial 852 2
Public and Other 5,081 9
Total Customers 563,081 100.0

9



PENNSYLVANIA AMERICAN WATER COMPANY

Disposition Of Prior Years” Audit Findings

The pricr audit for the two years ended December 31, 1999 disclosed the -

following findings:

Finding No. 1 - Distribution System Improvement Charge (DSIC) Eligible Property

Was_QOverstated By $2,038,143 For The Twenty-Four Months Ended
August 31, 1999.

Recommendations:

We recommended that PA-American refund $166,234 plus interest of $15,751 to
its customers through an adjustment to the “E” factor in its quarterly DSIC filing,

We also recommended that the Company adopt a procedure to begin including
montily net credit balances of DSIC-eligible work order additions in its quarterly DSIC
filings. ‘

Disposition:

The Company agreed with these recommendations and included the $166,234
adjustment in the “E” factor of the DSIC rate effective April 1, 2001. However, the
related $15,751 in interest had not been refunded. After being notified of this during the
current audit, the Company included the $15,751 adjustment in the “E” factor of the

DSIC rate effective April 1, 2003.

With regard to the recommended procedure adoption, the Company started
including monthly net credit balances in the April 2001 filing, starting with December
2000 DSIC-eligible additions.

Finding No. 2 - PA-American Is Including Rights-Of-Way Costs In Its DSIC-Eligible
Property.

Recommendations:

We recommended that PA-American discontinue the practice of including
rights-of-way (A/C 311.4) costs in with the mains (A/C 331800) DSIC-eligible property

costs so as to be in compliance with its tariff.
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PENNSYLVANIA AMERICAN WATER COMPANY

Disposition Of Prior Years’ Audit Findings (Continued)

We further recommended a revision to the DSIC tariff wording to include the -
NARUC account numbers now being used.

Finally, we recommended that the Company include $71,862 as a reduction to
- authorized capital costs in order to calculate an adjustment to the “E” factor in its

quarterly DSIC filing.

Disposition:

The Company agreed with these recommendations. The Company revised its
DSIC tariff wording to include the NARUC account numbers now being used, effective
April 1, 2003. Also, the Company included $71,862 as a reduction to authorized capital
costs in determining the total adjustment amount calculated in Finding No. 1, which
was included in the “E” factor of the DSIC rate effective April 1, 2001,

mFmd ng No, 3 - PA-Amerlcan Is Not Bﬂlmg Its DSIC Surcharge In Accordance With
Its Tariff.

Recommendation:

We recommended that PA-American revise its tariff to change the wording from
“Dbills rendered” to wording which describes how the company is actually billing its

DSIC surcharge.

Disposition:

The Company agreed with this recommendation and revised its tariff to read
“Dbills rendered with an ending read date equal to or greater than the effective date of
the tariff supplement”. This tariff revision was effective April 1, 2003.

11
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PENNSYLVANIA AMERICAN WATER COMPANY

Disposition Of Prior Year’s Audit Findings (Continued)

Finding No. 4 - PA-American Is Not In Full Compliance With Title 52, Chapter 56.15-
Billing Information.

Recommendation:

We recommended that PA-American include on its bill a statement of the dollar
armount of the total state taxes included in the current billing period charge, so as to be
in full compliance with Title 52, Chapter 56.15-Billing Information.

Disposition:

The Company agreed with this recommendation; however, it still does not have
the programming in place to achieve compliance. The Company has indicated that it is
working with its software vendor in an attempt to comply, and is also considering a

total revision of the billing form.
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PENNSYLVANIA-AMERICAN WATER COMPANY

Current Findings

Finding No. 1 - Distribution System Improvement Charge (DSIC) Eligible Property
Was Overstated By $954,305 For The Twenty-Four Months Ended

August 31, 2001.

The purpose of the DSIC is to allow the Company to recover the fixed costs
(depreciation and pre-tax return) of DSIC-eligible property completed and placed in
service between base rate cases. Various errors by the Company resulted in a net
overstatement of $954,305 in DSIC-eligible property reported to the Commission for the
twenty-four months ended August 31, 2001. This overstatement of DS]C-eligible

property resulted from the following errors:

(1)  Monthly net credit balances on DSIC-¢eligible work
orders not included in DSIC filings amounts (related

to Finding No.1 in the prior audit report) $ 512,636
! _(éj " Costs of DSIC-el; gible work orders included twice 1,864,454
(3)  Costs of projects not meeting the tariff definition of
“DSIC-eligible property” included in DSIC 659,190
(4)  Costs of eligible plant additions that had previously
been reflected in rate base 436,779
(5)  Costs from various errors (i.e. typographical, incorrect
work order numbers, incorrect file formulas, missed
adjustments, incorrect adjustments, efc.) 126,490
(6)  Costs for three DSIC-eligible Investmnent Projects not
included in the DSIC effective July 1, 2001. (2,645,244)
$ 954,305

In addition to the above errors, there were numerous account misclassifications (e.g.
hydrants included in the mains account and mains included in the hydrants account).
While these misclassifications do not affect the amount of total DSIC-eligible property,

13



they do have an impact on the calculation of the DSIC because of the different
depreciation rates among the accounts involved.

The errors described above had a variety of causes. Company personnel
received lists of “new” and “replaced” projects and had t¢ manually read through these
lists to pick up the DSIC-eligible costs based on project descriptions. Sometimes the

_ incorrect project description of “replaced” was typed instead of “new”; thus the related
project costs were improperly included in DSIC. In 2002, Company personne! started
receiving lists of DSIC-eligible replacements only, which should reduce errors. Also,

" the procedure used to determine current monthly DSIC activity for a work order, using

the cumulative total and then deducting amounts included in prior DSIC filings, led to
numerous errors. During 2002, the procedure was changed to pick up the current
month’s activity only. In addition, many personnel changes contributed to the errors.
Since 2001, the same personnel have been working on the DSIC filings and, as a result,
the incidence of errors has decreased since then.

DSIC-eligible property totals are used in the calculation of the DSIC rate. The

$954,305 overstatement of DSIC-eligible property resulted in overstated DSIC rates
which in turn resulted in an overcollection of $83,663 through the application of those
rates for the two-year period ending December 31, 2001. The Company's DSIC tariff
- - —provides-for-caleulation-of-interest-on-overcollections,-to -be.refunded.to.customers, in__. . ___.___

accordance with Section 1307(e) of Title 66.

Recommendation:

We recommend that PA-American refund $83,663, plus applicable interest, to its
customers through an adjustment to the “E” factor in its next quarterly DSIC filing.

The Company agrees with this recommendation.
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Finding No. 3 - The Cost Rates And Balances For Long-Term Debt And Preferred
Stock, And The Balances For Common Equity Used In Calculating
The Quarterly DSIC Rates Do Not Comply With The DSIC Tariff

Criteria.

The DSIC tariff describes the components for calculating the pre-tax return rate
used to calculate the DSIC rate. The tariff states that “...the Company’s actual capital
structure and actual cost rates for long-term debt and preferred stock as of the 1st day

-for the three-month period ending one month prior to the effective date of the

DSIC...” (auditor emphasis) will be used.

The audit staff reviewed details for the calculation of the DSIC rates effective
October 1, 2000 and April 1, 2001. In both cases; the dates used for determining the
amountis of long-term debt, preferred stock and common equity, and the rates for debt
and preferred stock used in the calculation, deviated from tariff-prescribed time frames,

as illustrated below:

: Date of Date of Date of Date of Debt Date of Debt and

woee e oo o DSIG-—~ - Plant-Additions - -Equity.$ . .and.Preferred$ . Preferred Rates’
DSIC Filing  10/1/00 8/31/00 8/31/00 8/31/00 7/1/00
Tariff 10/1/00 8/31/00 6/1/00 6/1/00 6/1/00
DSIC Filing 4/1/01 2/28/01 2/28/01 2/28/01 10/1/00
Tariff 4/1/01 2/28/01 12/1/00 12/1/00 12/1/00

* Equity rate was 10.2% per approved tariff.

In calculating the DSIC rate, the Company has been using capital structure trial
balance totals (long-term debt, preferred stock, common equity) at the end of the month
which coincides with the most recent month’s plant additions included in the filing.
For debt and preferred rates, the Company uses the most recent quarterly financial
report, which is filed with the Commission in compliance with the Pennsylvania Code
Title 52, Chapter 71. Since the filing requirement for these reports is waived during the
period of a general rate case proceeding, there is not always a consistent time
differential between the date of DSIC application and the debt and preferred rates used.
For example, the October 2000 DSIC used July 1, 2000 rates (3 month lag); while the
April 2001 DSIC, in the midst of a rate case, used October 2000 rates (6 month lag).
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These discrepancies were discussed with a representative of the Company who
indicated that debt and preferred rates are not normally calculated for each month, but
are available for calendar year quarters because of the requirement to file quarterly
financial reports with the Commission. In addition, the Company believes that the trial
balance capital structure which correlates to the most recent month’s DSIC additions is
more appropriate for calculating the DSIC. The Company agrees that its DSIC
calculation does not comply with tariff provisions, and will request Commission

approval of a tariff revision.

In further discussions regarding the draft audit report provided for the exit
conference, Company representatives indicated that they intend to request use of debt
and preferred rates which correlate with the corresponding dollars used in the
calculation, In the example used in this Finding, debt and preferred rates for the

October DSIC would be the rates at August 31.

Recommendation

We recommend that the Company request Comumission approval to revise its
DSIC tariff to reflect the debt and preferred rates, and the debt, preferred and common
equity dollars, actually used in the DSIC calculation. This request can be coordinated
with the revision recommended in Finding No. 2. o

The Company agrees with this recommendation.
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rates for the same consumption over the same time period. DSIC revenue of
approximately $10,000 was imputed for that customer in the normal tariff revenue
calculation and comprised a portion of the net deferred revenues.

The DSIC rates used in the calculation of deferred revenues are designed “to
recover the fixed costs (depreciation and pre-tax return} of certain non-revenue
producing, non-expense reducing distribution system improvement projects completed
and placed in service...between base rate cases...” (DSIC-eligible costs). The DSIC tariff
provides for yearly reconciliation of revenue received under the DSIC with the DSIC-

“eligible costs. The tariff requires that “the difference between revenue and costs will be
recouped or refunded, as appropriate, in accordance with Section 1307(e), over a one-
year period commencing on April 1, of each year.” Our audit disclosed that no revenue
was imputed for the new competitive rate customer on this reconciliation, although
deferred revenue, including DSIC revenue, was included in the base rate request. Since
DSIC-eligible costs will normally be fully recovered from system customers through the
reconciliation process, any amount included in base rates is effectively duplicate

recovery of the same costs.

When the competitive rate tariffs were approved in 1996, there was no DSIC
rider in effect, and, therefore, its unique features, including reconciliation of all DSIC-
eligible costs with revenues collected, were not addressed in the tariff terms and
Commission Order approving them. The deferral of revenue to be addressed in
subsequent base rate proceedings is a requirement of the Commission Order
establishing the special rate tariffs. However, future base rate filings should clearly
address the impact of the DSIC reconciliation process in deriving deferred revenues for

consideration of recovery.
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INTRODUCTION

Q.

WOULD YOU PLEASE STATE YOUR FULL NAME, OCCUPATION AND

BUSINESS ADDRESS.

My name is Frank W. Radigan. | am a principal in the Hudson River Energy Group, a
consulting firm providing services regarding uﬁlily industries and specializing in the
fields of rates, planning and utilily economics. My office address is 237 Schoolhouse

Road, Albany, New York 12203,

WOULD YOU PLEASE SUMMARIZE YOUR EDUCATION AND BUSINESS
EXPERIENCE?

[ received a Bachelor of Science degree in Chemical Enginéering from Clarkson College
of Technology in Potsdam, New York (now Clarkson University) in 1981. 1received a
Certificate in Regulatory Economics from the State University of New York at Albany in
1990. From 1981 through February 1997, [ served on the Staff of the Department of°
Public Service, the staff arm of the New York State Public Service Commission. I served
in the Rates and System Planning sections of the Power Division and in the Rates Section
of the Energy and Water Division. My responsibilities included resource planning and the
analysis of rates, depreciation rates and tariffs of electric, gas, water and steam utilities in
the State and encompassed rate design and performing embedded and marginal cost of

service studies, as well as depreciation studies.

Before leaving the Commission, I was responsible for directing all enginecring staff

during major proceedings, including those relating to rates, integrated resource planning

Page 10of 13




10
11
12
13
14
15
16
17
18
19
20
21
2

23

and environmental impact studies. In February 1997, 1 Jeft the Commission and joined

the firm of Louis Berger & Associates as a Senior Energy Consultant. In December 1998,

1 formed my own company.

In my 30 years of experience, [ have testified as an expert witness in utility rate
proceedings on more than 100 occasions before various utility regulatory bodies,
including the Arizona Corporation Commission, the Connecticut Public Utilities
Regulatory Authority, the Delaware Public Service Commission, the Illinois Commerce
Commission, the Maryland Public Service Commission, the Massachusetts Department of
Telecommunications and Energy, the Michigan Public Service Commission, the New
York State Public Service Commission, the New York State Department of Taxation and
Finance, the Nevada Public Utilities Commission, the North Carolina Utilitics
Commission, the Public Service Commission of the District of Columbia, the Public
Utilities Commission of Ohio, the Rhode Island Public Utilities Commission, the

Vermont Public Service Board and the Federal Energy Regulatory Commission.

[ currently advise a variety of regulatory commissiqns, consumer advocates, municipal
utilities and industrial customers concerning rate matters, including wholesale electricity
rates and electric transmission rates. I am frequently called upon to perform analysis of
rate adequacy, rate unbundling, cost-of-service studies, rate design, rate structure and

multi-year rate agreements. A summary of my qualifications and expetience is included

as Pettko Exhibit B.
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DO YOU BELONG TO ANY PROFESSIONAL ORGANIZATIONS?

I am a member of the Municipal Electric Utility Association, Northeast Public Power

Association and New York State 1SO.

HAVE YOU WRITTEN ON ANY AREAS EFFECTING WATER UTILITIES?

[ recently authored a paper that discusses the issues and problems associated with
existing and potential new small water systems and proposes a menu of regulatory,
legistative, local government and other stakeholder options and tools to begin to address
those problems. The paper presents, at a practical level and with a recognition of the
commission resources available, a series of processes, techniques and tools for state
regulatory commissions direcled toward the types of problems, issues, and special needs

of small water systems, which go well beyond setting rates and protecting ratepayers.

WHAT IS THE SCOPE OF YOUR TESTIMONY IN THIS PROCEEDING?

In this preceding the Complainant, C. Leslie Pettko, is challenging how Pennsylvania
American Water Company (“Penn American”) is charging the Distribution System
Improvement Charge (“IDSIC”) and the State Tax Adjustment Surcharge (“STAS”) to its
customers. Specifically, Mr. Pettko, whose water billing cycle runs from the middle of
each month, contends that Penn American failed to pro-rate increases in the DSIC and
STAS to the portion of the bill following the effective datc of the increase—the effective
date which was approved by the Commission and represented to customers. Mr. Pettko

further contends that by failing to pro-rate he is being overcharged and is overpaying on
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his water bill. I have been asked to review the means by which Penn American is billing

Mr, Pettko and render my opinion on the reasonableness of its actions.

COULD YOU PLEASE SUMMARIZE YOUR FINDINGS?

Yes. Mr. Pettko is correct that he is being overcharged and is subsidizing other
customers. The failure to pro-rate constitutes charges in violation of the Tariff and PUC
regulations and is unjawful, in that Penn American is collecting the increased rate for

portions of M. Pettko’s billing periods which occur before that increased rate is

permitted.

COULD WE BEGIN WITH AN EXPLANATION OF WHAT THE
PENNSYLVANIA DISTRIBUTION SYSTEM IMPROVEMENT CHARGE
(“DSIC”) IS?

Yes, infrastructure improvement charges are commonplace in the utiiities industry. The
DSIC at issue in this case is used for infrastructure improvements to water and sewer
delivery systems and to fund the replacement of water distribution facilities. The Public
Utilities Commission has authorized the water utilities to apply a DSIC to all customer
bills based on usage, so as to spread the cost of infrastructure improvements among all
customers. The total amount of annual revenue that can be collected by Penn American
from the DSIC, as well as the appropriate DSIC rate to achieve that amount, lis approved

by the Commission based upon intricate accounting calculations.
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EXPLAIN HOW THE DSIC IS CALCULATED.

Under the terms of the tariff, the total amount of the DSIC surcharge is derived from a
formula which takes into account various factors, including: the original cost of eligible
distribution system improvement projects net of accrued depreciation; the pre-tax return
rate applicable; depreciation expenses; the amount calculated under an annual

reconciliation and projected quarterly revenues.

The DSIC surcharge is, under the tariff, expressed as a percentage carried 1o two decimal
places and applied to the applicable portions of each customer’s water bill. The charge is
usage based, meaning that it is not a set dollar amount that is charged to each customer.

Rather, the DSIC surcharge is applied against each individual customer’s water usage or

service.

" EXPLAIN HOW THE DSIC RATE CHANGES.

The rate is updated quarterly based upon data from the prior three month period. Data to
support a quarterty DSIC rate increase must be provided by Penn American and served
on the Commission at least 10 days prior-to any quarterly change. Under Section 2 of
Penn American’s tariff entitled “Computation of the DSIC” it states:

... the DSIC will be updated on a quarterly basis to reflect eligible plant addition

placed in service during the three-month periods ending one month prior 1o the
effective date of each DSIC update. Thus, changes in the DSIC rate will occur as

Sollows:

Effective Date of Change:
April 1
July 1
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October |
January |

Under the standard and accepted way that rates can appropriately be adjusted, the rate

change can only occur on the “effective date.” Under the tariff, those dates are the

specific quarterly dates identified.

PLEASE EXPLAIN HOW THE DSIC IS APPLIED?

The calculation of the rate and the application of that rate to individual customer’s usage
is very precise. Distribution improvement charges can only be increased as of a specific
date approved by the Commission. The Tariff governing Penn American’s billings
specifically states that increases in the DSIC charged to its customers have a definite
effective date. Specifically, the Tariff states that the DSIC is to be updated quarterly with
an “Effective Date of Change™ set at April 1, July 1, October 1, and January 1. Penn
American specificaily advertised DSIC rate increases in the bills that it sends to its
customers. For example, the bill immediately following the July 1, 2009 DSIC increase
stated: “Effective July I, 2009, the Distribution System Improvement Charge (DSIC)
increased...” Penn American could have used language indicating that the increased
DSIC charge applied to all dates represented in the billing cycle (i.e., on the entire billing
cycle), it did not do so because it was not so authorized by its Tariff. In fact, the notice
language regarding the increase is consistent with the Tariff language and the concept of

a usage-based charge. Penn American just fails to perform its DSIC calculation

consistent with its Tariff.
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IS THERE A MECHANISM IN PLACE TO ENSURE THAT THE UTILITY
ONLY COLLECTS THE MONEY ALLOWED FOR BY THE COMMISSION?
Yes, there is an annual reconciliation of allowed versus collected monies under the DSIC.
The reconciliation only reviews whether the utility over or under collected the DSIC in
the aggregate. It does not review whether the utility over-charged individual customers.
Also, in the event that the utility is found to have over-collected the approved
infrastructure improvement revenue from the DSIC, the amount of the over-collection is
not refunded to individual customers. Rather, the amount of the over-collection is

factored into the DSIC rate calculation through an adjustment to the “E” factor of the

DSIC formula set forth in the tariff.

PLEASE EXPLAN HOW THE UTILITY BILLS ITS CUSTOMERS.

Penn American advertises that it has in excess of two million customers, but it has only a
limited number of personnel who go out and read the meters and record the customer’s
consumption. These meter readers work every day reading meters. Thus, if the meter
reader is working on the first of the month, the usage recorded is for consumption of all
30 or 31 days of the previous month. If the meter reader is reading meters on the 15™ of
the month, then the usage recorded if for half of the month in question and one half of the
previous month, Finally, if the meter reader is reading meters on the 30™ of the month,
then all usage recorded is for usage in the current month. By reading meters once a
month, the utility has a mix of meter cycles where usage is a mix of the current month

and previous months. The utility takes all the meter readings and bills customers its

effective tariff rate and this is the heart of the problem.
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PLEASE EXPAIN.

The. plain language of both the governing Tariff and Penn American’s billing statements
demonstrate that there is a specific effective date of the rate increases. Penn American’s
billing practices, however, applied the increased rate even to those portions of a
customer’s bill which occurred before the approved effective date. Depending on the
billing cycle of the customer, it is possible that the majority (or nearly all) of the billing
period occurred prior to effective date of increase. Penn American nevertheless charges

the customer the increased rate for the entire period.

Under Penn American’s position, the effective date of change set forth in the governing
Tariff is rendered meaningless. In actual practice, Penn American begins charging the
increased amount for some of its customers nearly a month before the effective date
which was approved by the Commission. By disregarding the effective date, Penn
American’s billing practices create an inherently inequitable system whereby some

customers will always bear the increased rates more than others.

WHAT IS PENN AMERICAN’S REASON ¥OR DOING THIS?

Penn-American claims that it is ‘permitted to charge the increased rate for portions of a
customer’s bill which accur prior to the effective date because they assert that the DSIC
is permitted on a so-called “bills rendered” rather than “services rendered” basis. Penn

American asserts that, under this theory, they are allowed to retroactively apply a DSIC
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rate increase to an entire billing period even though the new rate is not effective until a

specific date, so long as the bill is sent out following the effective date.

DO YOU AGREE?

No. There is no support for this reasoning and it is a twistcd interpretation of a
fundamental principle of how utility rates are charged. First, as noted, the plain language
of the tariff means what it says, “Effective date” in the context of utility rate adjustmenté
means that any rate adjustment is only effective as of that particular date. Penn
American’s interpretation would emasculate the meaning of “effective date” set forth in
the computation of the DSIC Janguage in the tariff. The common practice applied to al
usage based charges, in addition to the plain language of both the governing tariff and
Penn American’s billing statements, demonstrates that there is a specific effective date of
the rate increases. This would be expected given that it is a usage based charge. Penn

American, however, applies the increased rate even to those portions of a customer’s bill

which predate the approved effective date.

Penn American’s argument ignores that the DSIC charge is calculated by multiplying the
authorized DSIC surcharge rate by the amount of water used by each customer. This
demonstrates that the DSIC is a usage-based charge that is based on the t.ype of service
rendered fo its customers, i.e., water supply and delivery. Moreover, if is usage-based to
ensure that customers pay their proportional share of the infrastructure charge based on

how much they “participate” (i.e., use water) in the use of the infrastructure. This is the
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typical approach that utilities are to charge for an infrastructure charge in my

experience.

Penn American’s position—that it is permitted to bill customers increased DSIC rates for

their entire billing cycle, including those portions of the cycle which occurred prior to the

effective date of the rate increase—creates a system where some customers will always

bear the burden of the rate increase to a greater degree than other customers. This is
contrary to standard rate making practice. Additionally, such an application violates
Section 1304 of the Public Utility Code states, in relevant part: |
No public utility shall as 1o rates, make or grant any unreasonable
preference or advantage to any person, corporation, or municipal
corporation, or subject any person, corporation, or municipal corporation
to any unreasonable prejudice or disadvantage. 66 Pa.C.85.A. §1304.
Penn American’s billing practices violate the. provisions of this section in that they accrue
to the disadvantage of some customers over others—determined only on the basis of the
running dates of the customer’s billing cycle. There is a presumption that in interpreting
a tariff it should be read in favor of the customer, not the utility. In addition, tariffs are
not to be read so as to be contrary to legal principles and so as to not have a
aiscriminatory result. In this case, the only interpretation of Penn American’s tariff that
favors the customer, that is consistent with standard rate calculation practice, and that
does not result in discriminatory rates is that the DSIC must be prorated. Conversely,
reading the tariff in the manner suggested by Penn American results in discriminatory
rates being charged to customers based upon the random billing cycles. That is why a

usage based fee has a very specific effective date so all customers are billed consistently.
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The PUC could not have intended such a clearly improper and inequitable practice.

Indeed, all other states that ! am familiar with that have infrastructure improvement

charges that are usage based, like the DSIC, prorate the charge on customer bills.

CAN YOU SHOW HOW MR. PETTKO IS HARMED BY PENN-AMERICAN’S
BILLING PRACTICE?

Yes: By way of illustration, Mr. Pettko’s billing cycle for June of 2009 ran from June 18
to July 16, 2009. Therefore, even though the effective date of the DSIC increase was
July 1, Mr. Pettko, and all others with his billing cycle, was over billed and forced to pay
the increased rate for the portion of his bill encompassing twelve days in June—more
than one-third of the month. For customers who have billing cycles which begin and end
in the first week of the month, those customers were forced to pay the increased rate for
nearly an entire month prior o its effective date. Contrast this with the customer whose
Billing cycle runs from the first of the month or immediately before, who will pay the
increascd rate for only days, if at all, before the effective date. Because of the regularity
of billing periods, the same customers will always end up paying proportionally more
each time the DSIC rate is increased—based only on when their billing period falls in the

month. This is inherently inequitable and is in violation of Section 1304 of the Public

Utility Code.

The error of Penn American’s position is also demonstrated by the fact that because Penn
American does not pro-rate upon the increase of the DSIC, it ends up collecting more

than twelve months of the DSIC fee because it is charging certain customers the

Page 11 0of 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

kl

increased fee prior to the effective date up to four times per year. This “over-collection’
may be accounted for in the annual reconciliation, but it is never returned to the
customers who paid it because the reconciliation process does not involve the actual

payment of refunds to those who paid the increased fee prior to the authorized effective

date,

DO YOU HAVE AN OPINION WITH RESPECT TO HOW PENN AMERICAN
APPLIES THE STAS CHARGE TO CUSTOMER BILLS?
From time to time, Penn American has been (and is) authorized to charge a State Tax
Adjustment Surcharge (“STAS”) in accordance with its approved Tariff. The Penn
American tariff states on page 12:

In addition to the net charges provided for in this tariff, a surcharge of

[percentage] will apply to all services rendered.

For the same reasons previously discussed with respect to the DSIC, the application ofa
usage based charge to individual customers can only be effective as of the specific

effective date that was authorized. As with the DSIC, the STAS must be pro-rated based

upon its very nature.

Moreover, the very argument proffered by Penn American to support its practices under
the 1DSIC—that increased rates may be collected on the entire billing period under Penn
American’s interpretation of a “bills rendered” rather than “services rendercd” system—
undermines Penn American’s position as to the STAS rate increases. Specifically, even

taking for granted Penn American’s strained interpretation of the respective terms, the
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Tariff documents specifically stale that the STAS is to be applied in a “services rendered”
manner. Indeed, from a review of Penn Ametican’s legal pleadings, it admits that a
charge that is billed on “services rendered” must be pro-rated (See Penn American’s

Application for Reargument before the Pennsylvania Commonwealth Court, dated

January 27, 2012).

Effective January 1, 2010, Penn American was authorized under its Tariff to charge a
STAS of .45% (an increase from 0.0%) on services rendered effective January 1, 2010.
Penn American failed to pro-rate the STAS charge of .45% to reflect the effective date of
January 1, 2010 for those customers whose billing cycles straddled the effective date of
January |, 2010. Penn American’s failure to pro-rate, as it admits it must, the STAS for

that month is a violation of its Tariff regarding the STAS.

ARE ALL OF THE OPINIONS THAT YOU HAVE TESTIFIED TO IN THIS

PROCEEDING BEEN OFFERED WITHIN A REASONABLE DEGREE OF
PROFESSIONAL CERTAINTY?

Yes.

DOES THIS CONCLUDE YOUR INITIAL TESTIMONY?

Yes.
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that on the 24" day of May, 2013, a true and
correct copy of the foregoing Appendix of Exhibits to Complainant’s Opposition to
Respondent’s Motion for Summary Judgment was served on the following by Federal Express

Overnight:

Rosemary Chiavetta
Secretary

Pennsylvania Public Utility Commission

Commonwealth Keystone Building

400 North Street, 2nd Floor North

P.O. Box 3265
Harrisburg, PA 17101 R
Honorable Conrad A. Johnson E C E I v E D
Administrative Law Judge

301 Fifth Avenue MAY 2 4 2013
Suite 220, Piatt Place PA P N
Pitisburgh, PA 15222 e oLy ComMMISsION
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Christopher T. Wright, Esquire
Post & Schell, PC
17 North Second Street
12th Floor
Harrisburg, PA 17101
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