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Susan Simms Marsh P 717-531-3208
PENNSYLVANIA Corporate Counsel F 717-531-3399
AME RIC AN WATER 800 West Hersheypark Drive E susan.marsh@amwater.com
Hershey, PA 17033 | www.amwater.com

January 26, 2015

VIA E-MAIL

Mr. Jeffrey A. Watson

Administrative Law Judge
Commonwealth of Pennsylvania
Pennsylvania Public Utility Commission
Piatt Place, Suite 220

301 5™ Avenue

Pittsburgh, PA 15222

Re: Petition of Pennsylvania-American Water Company Wastewater Operations
For approval of Long-Term Infrastructure Improvement Plan and approval to
establish and implement a Distribution System Improvement Charge

Office of Consumer Advocate v Pennsylvania-American Water Company
Wastewater Operations

Docket Nos.: P-2014-2431005 and C-2014-2433700

Dear Judge Watson:

The Pennsylvania Public Utility Commission, in its December 4, 2014 Opinion
and Order in the above-captioned matter, directed the issue regarding the
applicability of the Distribution System Improvement Charge (DSIC) to
Pennsylvania-American Water Company’s Franklin and Koppel systems to
the Office of Administration Law Judge for remediation and hearing. The
Pennsylvania-American Water Company, on December 15, 2014, filed a
tariff, consistent with the December 4, 2014 Opinion and Order, on ten days’
notice to be effective January 1, 2015. The Company did not include its’ Franklin
and Koppel systems. The tariff specifically states the DSIC is applicable to
Coatesville, Claysville, Clean Treatment, Clarion, Pocono, Lehman Pike, Winona
Lakes and Blue Mountain. A copy of the tariff is attached. The DSIC is not
applicable to the Franklin and Koppel systems; therefore, the issue referred to
the Office of Administrative Law Judge is moot. | contacted the parties in this
proceeding and all parties agree.
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January 26, 2015

Accordingly, | am requesting the prehearing conference scheduled on
Wednesday, January 28, 2015 be cancelled, and this letter be accepted,
on behalf of the parties, in lieu of the Pre-Hearing Memorandum due today.

Sincerely,

M&mmrv\wﬂ,

Susan Simms Marsh
Attachment

cc via email: E. Gannon, Esq. w/Attachment
C. Hoover, Esq. w/Attachment
M. Stigliano w/Attachment
E. Triscari, Esq. w/Attachment
S. Webb, Esq. w/Attachment
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December 22, 2014

Docket No. P-2014-2431005

MR JOHN COX

MANAGER OF RATES AND REGULATIONS
PENNSYLVANIA AMERICAN WATER COMPANY
800 WEST HERSHEY PARK DRIVE

HERSHEY PA 17033

Re: Pennsylvania American Water
Supplement No. 6 to Tariff Wastewater-Pa P.U.C. No. 15

Dear Mr. Cox:

On December 15, 2014, the Pennsylvania American Water Company, Wastewater
Division (Company) filed Supplement No. 6 to Tariff Wastewater-Pa. P.U.C. No. 15 to become
effective on January 1, 2015. Supplement No. 6 was filed in compliance with the Commission’s Order
at Docket No. P-2014-2431005, entered December 4, 2014, and includes the addition of a Wastewater
Distribution System Improvement Charge (DSIC) with a DSIC rate of 0.0% for the recovery of the
cost of the distribution system improvement projects as approved by the Commission.

Commission Staff has reviewed the tariff revisions and found that suspension or further
investigation does not appear warranted at this time. Therefore, in accordance with 52 Pa. Code,
Supplement No. 6 to Tariff Wastewater-Pa. P.U.C. No. 15 is effective by operation of law according to
the effective dates contained on each page of the supplement. However, this does not constitute a
determination that the revisions are just, lawful and reasonable, but only that suspension or further
investigation does not appear warranted at this time, and is without prejudice to any formal complaints
timely filed against said tariff revisions.

If you have any questions in this matter, please contact Marie Intrieri, Bureau of
Technical Utility Services, at (717) 214-9114 or maintrieri@pa.gov.

Rosemary Chiavetta
Secretary

cc: Pennsylvania Public Utility Commission, Bureau of Audits
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PENNSYLVANIA

AME RICAN WATER 800 West Hershey Park Drive P 717-531-3261

Hershey, Pa 17033 F 717-531-3255

December 15, 2014

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
P.O. Box 3265

Harrisburg PA 17105-3265

Dear Secretary Chiavetta,

Attached please find Supplement No. 6 to Tariff Wastewater-Pa P.U.C.
No. 15 for Pennsylvania American Water, which bears the issue of December 15,
2014, filed in accordance with P-2014-2431005, entered December 4, 2014.

As part of this compliance filing, the Commission directed the Company to
provide an estimate of anticipated new jobs to be created for wastewater DSIC-
eligible projects. PAW preliminarily anticipates the following jobs will be sustained
or created annually during the term of its Long-Term Infrastructure Improvement
Plan (“LTIIP”): approximately 3 pipeline contractor crews estimated to employ 15
employees depending upon the time of year; and up to 3 pipeline restoration
contractor crews at the peak of the construction season estimated to employ up
to 9 employees depending on the time of year. These totals do not include
indirect jobs created by the incremental work under the LTIIP. For example, the
increased purchasing of pipe and related materials will generate additional jobs.

Sincerely,

e Lo
John Cox
Manager of Rates and Regulations

cc. Office of Consumer Advocate
Bureau of Investigation and Enforcement
Office of Small Business Advocate
Marie Intrieri
Bureau of Audits (DSIC Filings Only)
Bureau of Technical Utility Services (Acquisitions Only)
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PUBLIC UTHITY COMMISSION

CONSUMERINFO UTILITY&INDUSTRY FILING&RESOURCES ABOUTPUC CONTACTUS
Login to eFiling | Contact Us | Search

My Filings b
z N eFiling Successfully Transmitted >
& New Filing PRINT

& Modify Account

& POR Search

Your filing has been electronically received. Upon review of the filing for conformance with the
Commission's filing requirements, a notice will be issued acknowledging such compliance and
(@ Subscriptions assigning a Docket Number. The matter will receive the attention of the Commission and you
will be advised if any further action is required on your part.

& eService Directory

€ Technical Assistance

@ eFiling FAQs Print this page for your records. The date filed on will be the current day if the filing occurs on
a business day before or at 4:30 PM Harrisburg, PA time. It will be the next business day if the
@ Log Off filing occurs after 4:30 PM Harrisburg, PA time or on weekends or holidays.

If your filing exceeds 250 pages, you are required to submit one paper copy of the filing
within 3 business days of submitting the electronic filing. This paper copy can be
mailed to: Secretary, Pennsylvania Public Utility Commission, Commonwealth
Keystone Building, 400 North Street, 2nd Floor, Harrisburg, PA 17120 . Please print a
copy of this page and attach it to the paper copy of your filing as the first page.

eFiling Confirmation

Docket
Number:

Description: Supplement No. 6 to Tariff Wastewater-PA PUC No. 15
Transmission

P-2014-2431005

12/15/2014 11:50:20 AM

Date:

Filed On: 12/15/2014 11:50:20 AM
eFiling

Confirmation 1575047

Number:

Uploaded File List

. Document

File Name Class Document Type

SUP 6 PAWC WW TAR Tariff Filin Tariff - Compliance (Fixed
15_001.pdf 9 Utility)

https://www.puc.state.pa.us/efiling/secure/UploadSummary.aspx?PrevAction=epayx 12/15/2014
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E-file Confirmation for 1575047
eFile

to:

John.Cox

12/16/2014 09:20 AM

Cc:

Jo.Lontz

Hide Details

From: <eFile@pa.gov>

To: John.Cox@amwater.com,
Cc: Jo.Lontz@amwater.com

Dear John Cox,

Your eFiling has been successfully filed on Mon Dec 15 11:50:20 EST 2014,

You may view this Filing at

Page 1 of 1

Supp No 6 to Tariff Wastewater PA PUC No 15 Eff 1/1/15 to Act 11 Long Term Plan - PAWC and the

Case details are: {DocketNumber=P-2014-2431005, Bp8CaseID=2431005}

Thank You,
Public Utility Commission
Commonwealth of Pennsylvania

* Please do not respond to this automatically generated email.

file://C:\Users\coxjr\AppData\Local\Temp\notes6C2937\~web6741.htm

12/16/2014



Supplement No. 6 to
Tariff Wastewater PA P.U.C. No. 15

Pennsylvania-American Water Company
Wastewater Division
(Hereinafter referred to as the “Company”)

D/B/A
Pennsylvania American Water

RATES, RULES AND REGULATIONS
GOVERNING THE FURNISHINGS OF
WASTEWATER COLLECTION AND DISPOSAL SERVICE
IN CERTAIN MUNICIPALITES AND TERRITORIES LOCATED
IN ADAMS COUNTY, BEAVER COUNTY, CHESTER COUNTY, CLARION COUNTY,
MONROE COUNTY, PIKE COUNTY AND WASHINGTON COUNTY. (C)

ALL IN THE COMMONWEALTH OF PENNSYLVANIA

Filed in Compliance with Commission Order P-2014-2431005,
Entered December 4, 2014.

Issued: December 15, 2014 Effective: January 1, 2015

By: Kathy Pape, President
Pennsylvania-American Water Company
800 West Hersheypark Drive
Hershey, PA 17033



Supplement No. 6 to
Tariff Wastewater PA P.U.C. No. 15
5th Revised Page No. 2

Pennsylvania-American Water Company Canceling 4th Revised Page No. 2

LIST OF CHANGES

Changes

This tariff supplement includes the addition of a Wastewater Distribution
System Improvement Charge (DSIC)with a DSIC rate of 0.0%, calculations,
definitions, and rules to the existing tariff pursuant to Act No. 11
(Amending Title 66 — Public Utilities), for the recovery of the cost of the
distribution system improvement projects as approved by Commission Order P-
2014-2431005, adopted December 4, 2014.

(I) Indicates Increase, (D) Indicates Decrease, (C) Indicates Change

Issued: December 15, 2014 Effective: January 1, 2015



Supplement No. 6 to
Tariff Wastewater PA P.U.C. No. 15
5th Revised Page No. 3
Pennsylvania-American Water Company Canceling 4th Revised Page No. 3
TABLE OF CONTENTS

Page Number
Title Page 1
List of Changes 2 5th Revised
Table of Contents 3  5th Revised
3A 2nd Revised

Territories Served 3B 3rd Revised
Part I - Rates
Metered and Unmetered Charges Rate Zone 1 4 1°% Revised
Metered and Unmetered Charges Rate Zone 1 4.1 1°° Revised
Metered and Unmetered Charges Rate Zone 2 4.2
Metered and Unmetered Charges Rate Zone 3 4.3
Metered and Unmetered Charges Rate Zone 4 4.4
Unmetered Charges Rate Zone 5 4.5
Metered and Unmetered Charges Rate Zone 6 4.6
Unmetered Charges Rate Zone 7 4.7
Schedule of Miscellaneous Fees and Charges 47 1°* Revised
Schedule of Miscellaneous Fees and Charges 4B 1°° Revised
Schedule of Miscellaneous Fees and Charges 4C  1°* Revised
Schedule of Miscellaneous Fees and Charges 4D 1°% Revised
Schedule of Miscellaneous Fees and Charges 4F  1°* Revised
Low Income Tariff 4F 1°" Revised
State Tax Adjustment Surcharge 5 1°* Revised
Customer Growth and Capacity Reservation Fee

Credit Adjustment (Coatesville) 5A 2nd Revised
Customer Growth and Capacity Reservation Fee

Credit Adjustment (Coatesville) 5B-5F 1°* Revised
Distribution System Improvement Charge 5G-5K
Part II - Definitions 6-6C 1°° Revised

Part III - Rules and Regulations

Section A - Applications for Service 7 1°* Revised
Section B = Construction and Maintenance of 8 1% Revised

Facilities 9  1%° Revised
Section C - Discontinuance, Termination and 10 1°* Revised

Restoration of Service 11 1°° Revised
Section D - Billing and Collection 12 1°* Revised
Section E - Deposits 13 1°° Revised

14 1% Revised

Issued: December 15, 2014 Effective: January 1, 2015



Supplement No. 6 to Tariff
Wastewater PA P.U.C. No. 15
PENNSYLVANIA-AMERICAN WATER COMPANY Original Page No. 5G

DISTRIBUTION SYSTEM IMPROVEMENT CHARGE

In addition to the net charges provided for in this Tariff, a charge of
0.00% will apply consistent with the Commission Order dated December 4, 2014
at Docket No. P-2014-2431005, approving the DSIC.

This Charge will be applicable to:
Rate Zone 1 - Coatesville, Claysville and Clean Treatment
Rate Zone 2 - Clarion and Pocono

Rate Zone 3 - Lehman Pike, Winona Lakes and Blue Mountain

Issued: December 15, 2014 Effective: January 1, 2015



Supplement No. 6 to Tariff
Wastewater-PA P.U.C. No. 15
PENNSYLVANIA-AMERICAN WATER COMPANY Original Page 5H
DISTRIBUTION SYSTEM IMPROVEMENT CHARGE

1. General Description

Purpose: To recover the reasonable and prudent costs incurred to repair,
improve, or replace eligible property which 1is completed and placed in
service and recorded in the individual accounts, as noted below, between base
rate cases and to provide the Utility with the resources to accelerate the
replacement of aging infrastructure, to comply with evolving regulatory
requirements and to develop and implement solutions to regional wastewater
problems. The costs of extending facilities to serve new customers are not
recoverable through the DSIC. Utility projects receiving PENNVEST funding or
using PENNVEST surcharges are not DSIC eligible property to the extent of the
PENNVEST funding or surcharge.

Eligible Property: The DSIC-eligible property will consist of the
following:

- Collection sewers, collecting mains and service laterals, including
sewer taps, curb stops and lateral cleanouts installed as in-kind
replacements for customers; Accounts (360, 361 and 363)

= Collection mains and valves for gravity and pressure systems and
related facilities such as manholes, grinder pumps, air and vacuum
release chambers, cleanouts, main line flow meters, valve vaults
and lift stations installed as replacements or upgrades for
existing facilities that have worn out, are 1in deteriorated
condition or are required to be upgraded by law, regulation or
order; Accounts (360, 361, 364 and 365)

- Collection main extensions installed to implement solutions to
wastewater problems that present a significant health and safety
concern for —customers currently receiving service from the
wastewater utility; Accounts (360, 361 and 363)

= Collection main rehabilitation including inflow and infiltration
projects; Accounts (360, 361 and 363)

= Unreimbursed costs related to highway relocation projects where a
wastewater utility must relocate its facilities; and

= Other related capitalized costs.

Effective Date: The DSIC will become effective for bills rendered on or
after January 1, 2015.

2. Computation of the DSIC

Calculation: The initial non-zero DSIC, effective April 1, 2015,
shall be calculated to recover the fixed costs of eligible plant
additions

Issued: December 15, 2014 Effective: January 1, 2015



Supplement No. 6 to Tariff
Wastewater PA P.U.C. No. 15
PENNSYLVANIA-AMERICAN WATER COMPANY Original Page 5I

that have not previously been reflected in the Company's rates or rate
base and will have been placed 1in service between January 1, 2015
through February 28, 2015. 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:
Effective Date Date to which DSIC-Eligible
of Change Plant Additions Reflected
April 1 February 28
July 1 May 31
October 1 August 31
January 1 November 30

Determination of Fixed Costs: The fixed costs of eligible distribution
system improvements projects will consist of depreciation and pre-tax return,
calculated as follows:

Depreciation: The depreciation expense shall be calculated by applying
the annual accrual rates employed in the Utility’s most recent base rate case
for the plant accounts 1in which each retirement wunit of DSIC-eligible
property is recorded to the original cost of DSIC eligible property.

Pre-tax return: The pre-tax return shall be calculated wusing the
statutory 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 1last day for the three-month period ending one month prior to the
effective date of the DSIC and subsequent updates. 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 calculated by the Commission in the most recent Quarterly Report
on the Earnings of Jurisdictional Utilities released by the Commission.

Application of DSIC: The DSIC will be expressed as a percentage carried
to two decimal places and will be applied to the total amount billed to each
customer for distribution service under the Company’s otherwise applicable
rates and charges, excluding amounts billed for the State Tax Adjustment
Surcharge (STAS). 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 wastewater revenue (including all
applicable clauses and riders) for the quarterly period during which the
charge will be collected, exclusive of revenues from the STAS.

Issued: December 15, 2014 Effective: January 1, 2015



Supplement No. 6 to Tariff
Wastewater-PA P.U.C. No.1l5
PENNSYLVANIA-AMERICAN WATER COMPANY Original Page 5J

Formula: The formula for calculation of the DSIC is as follows:

DSIC = (DSI X PTRR)t+Dep+e
POR

Where:

DSI = Original cost of eligible distribution  system
improvement projects net of accrued depreciation.

PTRR = Pre-tax return rate applicable to DSIC-eligible
property.

Dep = Depreciation expense related to DSIC-eligible
property.

e = Amount <calculated under the annual reconciliation
feature or Commission Audit, as described below.

POR = Projected quarterly revenues for wastewater service

(including all applicable clauses and riders) from
existing customers plus netted revenue from any
customers which will be gained or lost by the
beginning of the applicable service period.

Quarterly Updates: Supporting data for each quarterly update will be
filed with the Commission and served upon the Commission’s Bureau of
Investigation and Enforcement, Commission’s Bureau of Audits, the
Office of Consumer Advocate, and the O0Office of Small Business
Advocate at least ten (10) days prior to the effective date of the
update.

3. Customer Safeguards
Cap: The DSIC 1s capped at 5% of the amount billed to customers
for distribution service (including all applicable clauses and
riders) as determined on an annualized basis.

Audit/Reconciliation: The DSIC is subject to audit at intervals
determined by the Commission. Any cost determined by the Commission
not to comply with any provision of 66 Pa C.S. §§ 1350, et seq.,
shall be credited to customer accounts. The DSIC is subject to
annual reconciliation based on a reconciliation period consisting of
the twelve months ending December 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 April 1 of each year. If DSIC revenues exceed
DSIC-eligible costs, such over-collections will be refunded with
interest. Interest on the over-collections and credits will be

calculated at the residential mortgage lending specified by the
Secretary of Banking in accordance with the Loan Interest and
Protection Law (41 P.S. §§ 101, et seg.) and will be refunded in the
same manner as an over-collection.

Issued: December 15, 2014 Effective: January 1, 2015



Supplement No. 6 to Tariff
Wastewater-PA P.U.C. No.1l5
PENNSYLVANIA-AMERICAN WATER COMPANY Original Page 5K

New Base Rates: The DSIC will be reset at zero upon application
of new base rates to customer billings that provide for prospective
recovery of the annual costs that had previously been recovered under
the DSIC. Thereafter, only the fixed costs of new eligible plant
additions that have not previously been reflected in the Company's
rates or rate base will be reflected in the quarterly updates of the
DSIC.

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

All customer classes: The DSIC shall be applied equally to all
customer classes.

Earning Reports: The DSIC 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 allowable rate of
return used to calculate its fixed costs under the DSIC as described
in the Pre-tax return section.

Issued: December 15, 2014 Effective: January 1, 2015



