Pl PP OROO000000080CE0O8CO000PERPPOIINIPPITFTORPIOIEIPW®

TESI-SEWER STATEMENT NO. 1
WITNESS: SCOTT D. FOGELSANGER

A-N—o Y TS
(el

PENNSYLVANIA PUBLIC UTILITY COMMISSION
V.

TOTAL ENVIRONMENTAL SOLUTIONS, INC.
Treasure Lake Sewer Division

Docket No. R-00072495

pDOCUMENT
FOLDER

Direct Testimony
of

Scott D. Fogelsanger, Principal
AUS Consultants

Concerning Total Environmental Solutions, Inc.'s
Revenues, Expenses, Taiiff Rate Design,
and Appropriate Ratemaking Adjustments

al 5o

@

W cle AW( '
b\

\\/

SOr

S AU 3033
0%:2 Hd 22 Ydv auoz

Hid S AU

nv3

-

(lJ

REEY




PP e e e O O e o SO0 oSS ooPo OSSOSO OOSRCSOSOCORROSOSSTS

10

11

12

13

14

15

16

17

Direct Testimony of Scott D. Fogelsanger

PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS
ADDRESS.

My name is Scott D. Fogelsanger. | am employed in the position of Principal
with AUS Consultants which specializes in rate filings, various financial
studies including valuation, depreciation, and cost of service studies.
AUS Consultants is located at 275 Grandview Avenue, Suite 100, Camp Hill,

Pennsylvania, 17011.

PLEASE DE.SCRIBE YOUR PROFESSIONAL QUALIFICATIONS.

| have been employed by AUS -Consultants since 1987. 1 am a graduate of
Shippensburg University with a Bachelor of Science in Businéss
Administration Degree in Accounting. | have attended Depreciation
Programs at Calvin College in Grand Rapids, Michigan and have completed
Program A, which emphasized various methods of life analysis and
accounting concepts for depreciation studies. Also, 1 attended and
completed the Eastern Utility Rate Seminar sponsored by the Universityg.of

Utah.
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Direct Testimony of Scott D. Fogelsanger

| have served investor-owned and municipal utilities in the chilled
water, electric, gas, steam, telephone, water and wastewater industries. |
have prepared studies in the disciplines of cost of service, fariff design, Bill
frequency analysis, rate case preparation, original cost, depreciation,
valuation and property inventory. A copy of my professional qualifications,
including a partial list of clients served, has been inciuded in Appendix A to

this testimony.

HAVE YOU SUBMITTED TESTIMONY PREVIOUSLY BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION?
Yes, | have. A listing of testimony rendered before the Commissionis

included as Appendix B to this testimony.

WHAT 1S THE NATURE OF YOUR TESTIMONY IN THIS PROCEEDING?

AUS Consultants was engaged to prepare supporting data as 1o the
revenues, expenses, rate base, and rate of return claims of
Total Environmental Solutions, Inc. (the "Company"). AUS Consultants also
prepared a proposed rate design, which will be discussed later in my direct
testimony. The supporting data, previously supplied as part of the

Company's initial filing, accompanies my direct testimony as
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Direct Testimony of Scott D. Fogelsanger

SDF Exhibit No. 1. | will initially be discussing the supporting data thatis

attached as SDF Exhibit No. 1.

MR. FOGELSANGER, GENERALLY DESCRIBE THE CONTENTS OF
SDF EXHIBIT NO. 1. |
Exhibit No. 1 is divided into two sections. | am sponsoring Sections 1 and 2,
although | will note that Mr. Gary Shambaugh will be sponsoring testimony in
support of the Company's rate base caiculations and Ms. Pauline Ahern will
be sponsoring testimony in support of the Company's rate of return
calculations.

Section 1 contains general information as to revenues, expenses and
rate base in response to the Commission's regulations at 52 Pa. Code
§53.52. In addition to historical test year information, the supporting data
also is set forth based upon known and measurable changes to the operating
revenues and expenses for the twelve months ending December 31, 2007,
The Company will rely primarily on the going-level December 31, 2007 data
to support its claimed increase.

Section 2 contains Supporting Schedule Nos. 1 through 10, which
provide further, detailed information from which the Company's various

claims, shown in Section 1, were derived. Section 1 has been appropriatély
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Direct Testimony of Scotft D. Fogelsanger

cross-referenced to the Supporting Schedules contained in Section 2. jlt
should be noted that Section 2 contains a proof of revenue (Supportihg

Schedule No. 10) at proposed rates.

WHAT METHOD WAS UTILIZED TO DETERMINE THE ACCURACY OF
THE TEST YEAR OPERATING REVENUES?

AUS Consultants obtained copies of the billing records for the twelve months
of the test year. These billing records contain bill dates, customer

identification numbers, customer classification, meter size, and the billed

consumption for each of the customers. This billing information was

summarized by customer classification, meter size, and specific consumption
levels. The billing summaries were then utilized in preparing a bill frequency
analysis. The bill frequency analysis is contained in SDF Exhibit No. 1,

Section 2, pages 2-1 and 2-2.

WERE THERE ANY "PER BOOK" ADJUSTMENTS MADE TO THE
OPERATING REVENUES?

No.
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ARE THERE ANY GOING-LEVEL ADJUSTMENTS AT PRESENT RATES
THAT WERE MADE TO THE OPERATING REVENUES?

Yes.

WHAT WAS THE NATURE OF THE GOING-LEVEL ADJUSTMENTS AT
PRESENT RATES TO THE OPERATING REVENUES? :

Going-Level Adjustment No. 1 was required to remove the revenue
associated with the PennVest Surcharge. Going-Level Adjustment No. 2
was m.a.de to reflect the revenues based on the bill frequency analysis.
Going-Level Adjustment No. 3 is related to the annualization of customers
gained and lost during the historic test year ended December 31, 20(36.
Going-Level Adjustment No. 4 is related to the projected additional revenues
associated with customers gained during the future test year ended
December 31, 2007. The Going-Level Adjustments at Present Rates for

operating revenues total $146,733, as shown on page 1-9 ‘of

SDF Exhibit No. 1.
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Direct Testimony of Scott D. Fogelsanger

MR. FOGELSANGER, WHAT IS THE PROPOSED INCREASE IN
OPERATING REVENUES?

The Company has proposed an increase of $286,615 in the Company's
going-level revenues ($971,777) at present rates. The Company's projected
operating revenues at proposed rates is $1,258,392, as set forth on Page 1-9

of SDF Exhibit No. 1.

HAS A PROOF OF REVENUES ALSO BEEN PREPARED AT THE
COMPANY'S PROPOSED RATES?

Yes, as previously explained, a proof of revenues at proposed rates was
prepared based on the customer billing determinants. This is shown in
Section 2 at page 2-16. The proposed revenue increase by customer class
sets forth that the proposed rates will produce $286,615 of additional

revenues from providing service to the Company's customers.

PLEASE EXPLAIN THE COMPANY'S CLAIM FOR OPERATING
EXPENSES.

| analyzed the historical level of operating expenses ($788,902) for the
twelve months ended December 31, 2006. No per book adjustments to the

operating expenses were required as a result of this analysis.
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Direct Testimony of Scott D. Fogelsanger

Based upon that analysis, the per book level of operating expenses-of
$788,902 was subsequently adjusted for known and measurable changes.
These adjustments are set forth by operating account in SDF Exhibit No. 1,
page 1-14 in the columns headed "Going-Level Adjustments." Further detail
as to each future test year adjustment is shown, by reference number, on
page 1-16 and on the noted Supporting Schedules in Section 2 .of
SDF Exhibit No. 1. The pro forma operating going-level expenses are

$833,995, which is $45,093 higher than the per book level expenses.

PLEASE EXPLAIN THE GOING-LEVEL ADJUSTMENTS SHOWN ON
PAGE 1-15 OF SDF EXHIBIT NO. 1.
There are five going-level adjustments that produce a “net” increase 'in
operating expenses of $45,093 compared to the "per book" level of expense
at December 31, 2006. | will explain Adjustment Nos. 1 through'; 5
separately.

Adjustmept No. 1 increases operating expenses by $17,682 to reflect
a normalized level of salaries and wages.

Adjustment No. 2 increases operating expenses by $630 to reflect the
employer-paid F.I.C A tax at the combined rate of 7.65% (6.2% for Old-Age,

Survivors and Disability Insurance (OASDI) and 1.45% for Medicare),
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Direct Testimony of Scott D. Fogelsanger

Pa. Unemployment and Federal Unemployment, as applied to pro forma
wage and salary expenses of $116,815, as reflected on Supporting Schedule
No. 3, Page 2-4.

Adjustment No. 3 decreases operating expenses by $6,866 to reflect a
normalized level for sludge hauling cost.

Adjustment No. 4 increases: operating expenses by $53,333 to reflect
the projected normalized costs of this sewer rate case. The Company will be
providing updates of the rate case expense, as well as all other operating
costs as appropriate, through the conclusion of the case. Based upon the
ever increasing costs of providing service, combined with stringént
regulations, it is not unreasonable to expect that the Company will file for
increased rates within a three year period.

Adjustment No. 5 decreases operating expenses by $19,056 to reflect

a nermalized level of bad debt expense.

WHAT [S THE COMPANY'S CLAIMED ANNUAL ACCRUAL FOR
DEPRECIATION?

The Company's claimed annual accrual for depreciation is $102,130
associated with utility plant in service as of December 31, 2007. it must iae

noted that this amount excludes the annual accrual for depreciati%n
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Direct Testimony of Scott D. Fogelsanger

associated with the contributions in aid of construction associated with
developer-funded assets. Details of the annual depreciation expense

calculations are contained in Supporting Schedule No. 6.

DOES SDF EXHIBIT NO. 1 CONTAIN AN INCOME STATEMENT
SUMMARIZING THE COMPANY'S CLAIMS FOR REVENUES,
EXPENSES, ANNUAL DEPRECIATION EXPENSES AND NET INCOME?

Yes, that information is provided on page 1-13. As shown, the Company's
proposed rates would produce total pro forma revenues of $1,258,392.
Claimed operating and maintenance expenses and annual accrual for
depreciation are $833,995 and $102,130, respectively. Various taxes and
assessments amount to $27,235. Net income under proposed rates is

$295,032.

MR. FOGELSANGER, HOW WAS THE PROPOSED REVENGJE
REQUIREMENT ALLOCATED AMONG CUSTOMER CLASSES AT
DECEMBER 31, 20077

The proposed increase in revenues of $286,615 was allocated on an
"across-the-board" basis to all customers with the exception of the availability

customers. Itis proposed to keep the availability rates at the current level.”
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DOES THIS CONCLUDE YOUR DISCUSSION OF THE
SUPPORTING DATA AND TARIFF RATE DESIGN AS ORIGINALLY
FILED? |

Yes, it does.

ARE ANY REVISIONS NECESSARY AT THIS TIME TO THE
SUPPORTING DATA THAT WAS ORIGINALLY FILED?

Yes. Several revisions are necessary to address changes/updates that have
occurred since the initial filing. 1 will address the revisions by category (rate

base, rate of return and revenue).

WHAT IS THE RATE BASE REVISION?

At the time of the initial filing, the Company had claimed materials and
supplies of $42,268. This amount was based on 1% of the depreciated utility
plant in service. The revised level of materials and supplies is $9,309.
Mr. Shambaugh addresses this revision in his direct testimony. This results

in a total rate base claim of $3,040,291.

10
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Direct Testimony of Scott D. Fogelsanger

WHAT IS THE RATE OF RETURN REVISION?

At the time of the initial filing, the Company had cfaimed an overall rate_-:of
return of $295,032 or 9.60%. Ms. Ahern addresses the rate of return revision
in her direct testimony. The Company's revised overall rate of return is

$278,187 or 9.15%.

WHAT IS THE REVENUE INCREASE BASED ON THE REVISIONS
DISCUSSED ABOVE?

The revised revenue increase is $269,666 or 27.7%.

DID YOU RECALCULATE THE PROPOSED RATES BASED ON THE
REVISED REVENUE INCREASE OF $269,6667?

Yes, | did.

HAVE YOU INCLUDED REVISED SCHEDULES IN YOUR TESTIMONY?'

Yes. The revised schedules are contained in SDF Exhibit No. 2.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY AT THIS TIME?

Yes, it does.

11
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PROFESSIONAL QUALIFICATIONS
OF
SCOTT D. FOGELSANGER
AUS CONSULTANTS

EXPERIENCE

1987 to Present

Has been employed as a Principal by AUS Consultants. He has served investor-
owned and municipal utilities in the chilled water, electric, gas, steam heat, telephone,
water and wastewater industries. Has prepared studies in the disciplines of cost of service,
tariff design, bill frequency analysis, rate case filing, original cost, depreciation, and
valuation.

Education:
Shippensburg University - B.S.B.A. in Accounting; completed the Eastern Ultility
Rate Seminar; completed Depreciation Programs, Inc., which emphasized various methods

of life analysis and accounting concepts for depreciation studies.

List of Clienis Served:

CHILLED WATER

NRG Energy Center - Pittsburgh NRG Thermal - San Francisco
ELECTRIC

Consolidated Hydro, Inc. Philadelphia Electric Company

General Electric Company Potomac Electric Power Company

Pennsylvania Power Company Wellsboro Electric Company

Phelps Dodge

GAS

Bay State Gas Company North East Heat & Light Company
GASCO Northem Ultilities, Inc.
IGS Utilities Corp. Pennsylvania and Southem Gas Company
Mountaineer Gas Co. Pennsylvania Gas & Water Company
Nationat Fuel Gas Supply Valley Energy, Inc. - PA & NY
STEAM HEAT
NRG Energy Center - Pittsburgh NRG Thermal -~ San Francisco

TELECOMMUNICATIONS
ALLTEL Pennsylvania, Inc. Motorola, Inc.
Buffalo Valley Telephone Company RCA Global Communications
Commonweaith Telephone Company Telecommunications dHMaiti
Hickory Telephone Company Virgin Islands Telephone Corp.

MCI Telecommunications Corporation

AR e Y 2 = TR R Ak m e s aam e e




PROFESSIONAL QUALIFICATIONS

OF

SCOTT D. FOGELSANGER
AUS CONSULTANTS

WATER

Appalachian Utilities, Inc.

Audubon Water Company

Back Mountain Water Company, Inc.
Bald Eagle Water Company
Bensalem Township

Blairsville Municipal Authority
Borough of Akron

Borough of Bellefonte

Borough of Hanover

Borough of Ledi

Borough of Media

Borough of Quakertown

Borough of Sewickley Water Authaority
Borough of Williamsburg

Buck Hill Water Company

CS Water & Sewer Associates - Water Division
Capitol Cement Corporation

Castle Creek Water Company
Central Indiana County Water Authority
Chesterfietd County, VA

Citizens Water Company of Confiluence
City of Creston

City of DuBois

City of Lower Burrell

City of Port Richey, FL

City of Trenton, NJ

Clearfield County Municipal Services
and Recreation Authority

Columbia Water Company, The
Community Association of Pocono
Farms Water Company
Consumers-Penna. Water Company
Caoperstown Water Company
Country Club Gardens Water Co., Inc.
Country Place Water Company, Inc.
Cranberry Township

Emienton Water Company

Emporium Water Company

Fawn Lake Forest Water Company
Four Seasons Water Company, Inc.
Fox Chapel Authority

Hackensack Water Company
Hampton Township Municipal Authority
Hawley Water Company
Honesdale Consclidated Water Company
Imperial Point Water Services Company
LP Water & Sewer Co. - Water Division
Lakeside Water Systems, Inc.
Lemont Water Company
Lower Indiana County Municipal Authority
Lycoming County Water & Sewer Authority
Lynn Water Company
Manufacturers Water Company
Mercer Water Company
Mercersburg Borough Authority
Middlesex Water Company
Monroe Manor Water Company
Municipal Authority of the
Borough of Oakmont
Municipal Authority of the
Borough of West View
Municipal Authority of the
Township of Rabinson
National American Corporation
National Utilities, Inc.
New Jersey American Water Company
Newtown Artesian Water Company
Oakland Beach Water Company
Ohio-American Water Coompany
Pennichuck Water Works, Inc.
Pennsylvania-American Water Company, Inc.
Pennsylvania Gas and Water Company
Philadelphia Suburban Water Company
Plumer Water Company
Portsmouth Water and Fire District
Presque Isle Harbor Water Company, Ml
Redsfone Water Company, Inc.
Reynolds Water Company
Reynoldsville Water and Sewer Authority
RHV Utility, Inc.
Riviera Utilities Water Company of PA
Riviera Ulilities of North Carelina, Inc.
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PROFESSIONAL QUALIFICATIONS

OF

SCOTT D. FOGELSANGER
AUS CONSULTANTS

Franklin County General Authority
Franklin Manor Utilities, Ltd.

Rohin Hood Lakes Water Company
Rockwood Water Company

WATER (continued)

Roulet Water Company

Shangri-La Water Company
Southem lowa Rural Water Association
Southwestem Penna. Water Authority
Sugarcreek Water Company
Tidewater Utilities, Inc., DE

Total Environmental Solutions, Inc.
Tri-Valley Water Supply, Inc.

United Water - PA

United Water - Delaware

United Water Resources

Upland Water Company

Utilities, Inc. - Flonda

Utilities, Inc. - New Jersey

Utilities, Inc. - North Carolina
Venango Water Company
Washington Run Water Works, Inc.
Waymart Water Company

Westemn Utilities, Inc.

Windemere Utility Company
Wynnewood Water Company

WASTEWATER

Alligd Ulility Services, Inc.
American Anglian

CS Water & Sewer Associates - Sewer Division

Country Place Waste Treatment Co., Inc.
Charleston Township Municipal Authority
Chesterfield County, VA

City of Port Richey, FL

Edwin, Inc.

Fairland Sewer Cormpany, Inc.

Fawn Lake Forest Water Co. - Sewer Division
Fawn Township Sewer Authority

Four Seasons Sewer Company, Inc.

Franklin County General Authority

Glendale Yearound Sewer Company

LP Water and Sewer Co. - Sewer Division
Lycoming County Water and Sewer Authority
National American Corporation

North & South Shenange Joint Authority
Ping Creek Municipal Authority

Plum Borough

Reynolds Disposal Company

Riviera Utilities Sewer Company of PA
Shangri-La Sewer Company
Reynoldsville Water & Sewer Authority
Riviera Utilities of North Carolina, Inc.
Total Environmental Solutions, inc.
University Area Joint Authority

Utilities, Inc. - Florida

Utilities, Inc. of Pennsylvania

Utilities, Inc - North Carolina
Westvaco Corporation

Williamsport Municipal Sanitary
Wynnewood Sewer Company

TESTIMONY

Mr. Fogelsanger has testified before the Pennsylvania Pubiic Utility Commission and the

Delaware Public Commission conceming current and going-level operating revenues, current and
going-level operating expenses, bili frequency analysis, rate base, tanff rate design.
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PROFESSIONAL QUALIFICATIONS
OF
SCOTT D. FOGELSANGER
AUS CONSULTANTS - UTILITY SERVICES
WEBER FICK & WILSON DIVISION

PROFESSIONAL AFFILIATIONS

National Association of Water Companies
Pennsytvania Municipal Authoritiss Association

SPEECHES
"Designing Rate Structures”, New York Rural Water Association, Rochester, NY, May 23, 1995

“Pricing of Water, Generating Revenue and Satisfying Customers”, Florida Rural Water
Association, Orlando, FL, October 9, 1996
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APPENDIX B

SUMMARY OF TESTIMONY
OF

SCOTT D. FOGELSANGER, PRINCIPAL
AUS CONSULTANTS
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SCOTT D. FOGELSANGER

SUMMARY QOF TESTIMONY
Client Docket
Appalachian Utilities, Inc. R-00963557
Borough of Media - Water Works R-912150
Borough of Hanover R-00027522
Citizens Water Company of Confluence R-00932746
City of DuBois - Bureau of Water R-00050671
Columbia Water Company R-00061496
Country Place Waste Treatment Company, Inc. R-00932568
Emporium Water Company R-00932567
R-00005050
R-00061297
Mercer Water Company R-901689
National Utiiities, Inc. R-00932828
R-00953416
Pittsburgh Thermal, L.P. R-00994641
Redstone Water Company, Inc. R-00974227
Rockwood Water Company R-00932771
Tri-Valley Water Supply, Inc. R-00963806
United Water Deiaware 04-121
Valley Energy. Inc. R-00049345
Weilshoro Electric Company R-00016356
R-00049313

A = Rate Case Accounting

RB = Rate Base Elements

D = Depreciation

CBFA = Customer Bill Frequency Analysis
RV = Revenues

RR = Rate of Return

T = Tariff Design

Subject

A CBFARV

A

A,CBFARB
A,CBFARV

A CBFARV.T
ACBFADRB,RR.RV,T
A,.CBFARV
A,CBFA,RV
A,CBFA.RV.RB,T
A CBFARV.RB,T
A CBFARV

A, CBFARV
A,CBFARV

A RB.D,CBFA RV
A,CBFAD,RB,RR,RV,T
A,CBFA,RV

A CBFARV

T

A,CBFARB,T

A CBFAT
ACBFARB,T
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TOTAL ENVIRONMENTAL SOLUTIONS, INC.

Treasure Lake Water Division

Supporting Data
for
Supplement No. 1 to
Tariff Water - Pa. P.U.C. No. 4
Docket No. R-00072493

By

Scott D. Fogelsanger
Principal

and
Gary D. Shambaugh

Director & Principal

AUS CONSULTANTS
275 Grandview Avenue, Suite 100
Camp Hill, PA 17011

Qctober 2007



QOctober 26, 2007

Mr. Wiiliam Schoening, CEQ

TOTAL ENVIRONMENTAL SOLUTIONS, INC.
1824 Ryder Drive

Baton Rouge, LA 70898

Dear Mr. Schoening:

In accordance with your instructions, we have prepared the foliowing report containing responses
to Tariff Regulations of the Pennsylvania Public Utility Commission related to the proposed Supplement
No. 1 to Tariff Water - Pa. P.U.C. Na, 4 of Total Environmental Solutions, Inc. - Treasure Lake Water
Division, to be issued October 31, 2007.

Supplement Na. 1 to Tariff Water - Pa. P.U.C. No. 4 increases the existing rate schedule. The
proposed rate schedule increases existing revenue requirements by approximately 45.7%. The Supporting
Data for the operating revenues and expenses were obtained from the operating books and records
of the company. The adjustments to the operating revenues and expenses as of December 31, 2006
and December 31, 2007 were made to normalize or amortize the operating expenses for the historic
and future test year periods.

"The proposed increase in annual operating revenues will produce an additional $272,121.;

The proposed increase will provide a pro forma return of $164,115 or approximately 9.66% on the:

measures of value of Total Environmental Solutions, Inc. - Treasure Lake Water Division as of December
31, 2007. .

The above conclusions are supported by detailed schedules contained in this report.

Respectfully submitfed,

AUS Consultants

By: Scott D. Fogelsanger



P e e 000000000 0000000020 PPOOVIODOOOYYPOYOPIVPIIYVIYVIOVFVYYS

Total Environmental Solutions, Inc.
Treasure Lake Water Division
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TOTAL ENVIRONMENTAL SOLUTIONS, INC.
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Supplement No. 1 to
Tariff Water - Pa. P.J.C. No. 4

PURSUANT TO 52 PA. CODE § 53.52 OF THE
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TOTAL ENVIRONMENTAL SOLUTIONS, INC.
Treasure Lake Water Division

Statement of Reasons for Rate Increase
Answer to 52 Pa. Code § 53.52 (b) (1)

Total Envircnmental Solutions, Inc. is filing Supplement No. 1 to Tariff Water - Pé.
P.U.C. No. 4 on October 31, 2007 with a requested effective date of December 30, 2007
for the purpose of increasing water service revenue by $272,121 per annum, based upor:j
future test year operations ended December 31, 2007.

Forthe twelve months ended December 31, 2006 and December 31, 2007, the future

test year period in this filing, utility operations produced a net operating income (loss) as

follows:
Net Operating
Operations income Reference
Per Books ($52,592) Section 1, Page 1-13
Per Books (Gaoing-level
Present Rates) ($1086,340) Section 1, Page 1-13

The current rate filing is necessary to realize a reasonable rate of retum on the company's
fixed capital investment and to recover increased operating expenses. Numerous factors

were given consideration in establishing the proposed increase, which are categorized and’

set forth in the following narrative.

Operating Revenues

The operating revenues per books at December 31, 2006 amounted to $591,312.:
An audit of the number of customers by classification was performed as of December 31, -
2006. Per the latest audit and for the purpose of this rate filing, the following number of

projected customers at December 31, 2007 by classification will be thilized:
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TOTAL ENVIRONMENTAL SOLUTIONS, INC.
Treasure Lake Water Division

Statement of Reasons for Rate Increase
Answer 1o 52 Pa. Code § 53.52 (b} {1)

Type Number
Residential 1.946
Commercial 40
Availability 3,454
TOTAL 5,440

As aresult of the customer audit and the customer bill frequency analysis, adjustments
were required to the book level of operating revenue as set forth in response to Tariff Regulation
b(4), Sheet No. 1a to reflect the proper level of annual revenue based upon the number
of customers gained orlost during the test year periods at December 31, 2006 and December
31, 2007. These adjustments result in an overall increase of $4,669 in operating revenue
producing a going-level operating revenue at present rates of $595,981.

Operating Expenses

An extensive review of the company's current and projected operating expenses was
performed. For the twelve months ended Decemher 31, 2006 and December 31, 2007,

pro forma utility operations produced operating expense levels as follows:

Operating Expenses Amount Reference
Perbooks v $471,627 Section 1, Page 1-14
Going-level at presentrates $560,653 Section 1, Page 1-14

The company has projected operating costs as reflected in the going-level adjustments .

contained in response to Tariff Regulation ¢(1), Sheets No. 1b and 1c¢.
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TOTAL ENVIRONMENTAL SOLUTIONS, INC.
Treasure Lake Water Division

Statement of Reasons for Rate Increase
Answer to 52 Pa. Code § 53.52 (b) {1)

Original Cost - Plant in Service

The original costs of the plantin service at December 31, 2006 were obtained through
Pennsylvania Public Utility Commission ("Pa. P.U.C."} Annual Reports and company records
which included invoices and tax records. The adjusted total plant in service per books at
December 31, 2006 is $4,775,608.

During 2007, the Company anticipates completing construction projects that total
$79,484. The detail for these amounts are contained in Supporting Schedule No. 5.

The original cost of the utility plant in service at December 31, 2007 is $4,855,092
and is contained in Supporting Schedule No. 6 by fixed capital plant account.

Accrued Depreciation

The calcutations of annual and accrued depreciation in this report are based upon

the Straight Line/Average Remaining Life Method and applied to the original costs at December

31,2006 and December 31, 2007. The accrued depreciation at December 31, 2006 (adjusted);

and December 31, 2007 amounted to $2,861,100 and $2,995,180.

Annual Depreciation Expense

The annual depreciation expense of $121,710 shown on Supporting Schedule No.
6. Section 2, is based upon the depreciable original cost base at December 31, 2007 exciuding
the advances for construction and contributions in aid of construction. The book annual
depreciation expense as of December 31, 2006 amounted to $154,307. A going-level adjustment :

of ($32,597) to the booked operating expenses [T ariff Regulation ¢(1) - Sheet 1a] at December
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TOTAL ENVIRONMENTAL SOLUTIONS, INC.
Treasure Lake Water Division

Statement of Reasons for Rate Increase
Answer to 52 Pa. Code § 53.52 (b) (1)

31,2007 was made to reflect the proper level of annual depreciation expense for the future
test year.

Measures of Value

Six (6) elements of rate base were utilized to determine a fair measure of value of
the company for the purpose of base rate revenue as follows:

I.  Depreciated Utility Plant in Service

. Materials and Supplies

ill.  Cash Working Capital

V. Advances for Construction (Net)

V. Contributions in Aid of Construction (Net)

l. Depreciated Utility Plant in Service

The depreciated utility ptantin service was determined by deducting calculated accrued

depreciation from the original cost of the plant in service at December 31, 2007 as follows;

Original
Cost Reference

Utility Plant in Service $4,855,092 Supporting

Schedule No. 6
Accrued Depreciation (2.995,180)

Supporting

Schedule No. 6
Depreciated Utility Plant
in Service $1,859,912

il.  Materiais and Supplies
The company has materials and supplies inventoried for normal operations of the

company. The Company’s claim is based on the December 31, 2006 amount of $18,618. )
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TOTAL ENVIRONMENTAL SOLUTIONS, INC.
Treasure Lake Water Division

Statement of Reasons for Rate Increase

Answer to 52 Pa. Code § 53.52 (b) (1)

lIl.  Cash Working Capital

The amount inciuded in the measure of value for cash working capital was based
upon 45 days of pro forma operating and maintenance expenses of $560,653, less uncollectible
accounts of $90,000 and amounts to $58,026.

V. Advances for Construction {Net)

The company's claim for advances for construction (net) totals $47,405.

V. Contributions in Aid of Construction (Net)

The company's claim for contributions in aid of construction (net) totals $188,589.

Adetailed compilation of the total measures of value and rates of return at December
31, 2007 is contained in response to Tariff Regulation ¢(1) - Sheet No. 2.

Rate of Return

The company's pro forma capitalization at December 31, 2007 totaling $1,698,918

is comprised of common equity and debt as follows:

Pro Forma
12-31-07
Amount

Outstanding

Long-Term Debt $935,309

Total Common Equity $765.253
Total Capital $1,700,562

The pro forma capital structure is based upon the pro forma capital structure ratio

of 55% debt and 45% common equity .
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TOTAL ENVIRONMENTAL SOLUTIONS, INC.
Treasure Lake Water Division

Statement of Reasons for Rate Increase
Answer to 52 Pa. Code § 53.52 (b) (1}

Supporting Schedule No. 8 contains the detailed pro forma calculations of the cost
of capital and fair rate of return at December 31, 2007. Based upon these calculations, the
company has utilized an overall 9.66% rate of return.

Tariff Design

The overall proposed increase inrates is approximately $272,121 or45.7%, as follows:

Amount
Total Proposed Revenue $868,102
Going-Level Revenue at Present Rates 595,981
Total Proposed Increase $272,121
Percent Increase 45.7%

A bill frequency analysis at present rates was prepared for the twelve months ended
December 31, 2006. Summaries of the detailed calculations of the bill frequency analysis
are contained in Section 2, Supporting Schedule No. 1. The results of that analysis were
utilized to prepare proofs of revenue at proposed rates that are contained in Supporting Schedule
No. 10.

The allocation of the proposed revenues of $258,704 by customer classification is-
contained in response to Tariff Regulation (b){(4) - Sheet No. 1a.

General Comments

The proposed level of annual operating revenues of $868,102 will allow the company
to provide proper maintenance to the system, as well as, recover the increased operating
costof the company. Theincreased revenue will also provide a fair rate of return of $164,115,

which will ensure continued safe and adequate service to their customers.
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Total Environmental Solutions, Inc.

Treasure Lake Water Division

Operating Revenue for the Twelve Months Ended

December 31, 2006 and December 31, 2007 Under Present Rates

Answer to 52 Pa. Code § 53.52 (b)}(2)

Year Ended

Per Books 12/31/07

Year Ended at Present

Customer Ciassification 12/31/06 Rates

Residential $381,274 $386,151
Commercial 65,451 64,500
Availability 123,121 123,858
Subtotal $569,846 $574,515
Customer Penalties $18,576 $18,576
Other Water Revenues 2,880 2,880
Total Operating Revenues $591,312 $595,981

1-7

o o e e gy e e



POPOPPIOIIONOEO00000CE0PCONCEPIIPOCIOGOIOCIOPOPOOOONLNS

Total Environmental Solutions, Inc.
Treasure Lake Water Division

Number of Customers Served at
December 31, 2006 and December 31, 2007
Answer to 52 Pa. Code § 53.52 (b)(3)

Projected
Total Total
Customers Customers
Customer Ciassification 12/31/06 12131407
Residential 1,802 1,946
Commercial 40 40
Availability 3,498 3,454
Total Customers Served 5,440 5,440
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Total Environmental Solutions, Inc.
Treasure Lake Watsr Division

Statement of Operating Revenue Under the Existing Rales far the Twelve Months
Ended December 31, 2006 and December 31, 2007, and Under the Proposed Rates

Answer to 52 Pa, Code § 53.52 (b){4) - Sheet No. 1a

Anticipated Revenue

Anticipated Revenue

Year Ended at Present Rates at Proposed Rates
Schedule 12/31/06 Year Ended 12/31/07 Year Ended 12/31/07

Operaling Revenues Number Per Books Adjustmenis Amount Adjustments Amount
Residential (b)X2) $381,274 $4,877 $386,151 $233,056 $619,207
Commercial {(bX2) 65,451 (843) 64,506 39,065 103,571
Availability (b)2) 123,121 737 123,858 123,858
Subtotal $569.846 $4,669 $574,515 8272121 $846,836
Ciustomer Penalties (b)(2) $18,576 $18,576 $18,576
Other Water Revenues {(b)}2) 2,890 2,890 2,800
Total Operating Revenues $581,312 34,669 $595,981 $272121 $868,102

Going-Level Adjustments:

1. Adjustment to reflect revenues based on the bill
frequency analysis al present rates.

Residential (33.071)
Commercial (998)
Availability 3,005
Refar to Supporting Schedule No. 1 (51,064)

2. Adjustment to reflect revenues for cuslomers gained and
lost during the year ending December 31, 2006.

Residential $2,393
Commercial 53
Availability (684)
Refer to (b){4) - Sheet No. 1b $1,762

3. Adjustment to reflect revenues for customers gained and
lost during the year ending December 31, 2007.

Residential $5,555
Availability (1.584)
Refer to (b){4) - Sheet No. ¢ $3,971
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Total Envirpnmental Solutions, Inc.
Treasure Lake Water Division

Going-Level Adjustment to Reflect the Number of Customers

Gained and Lost During the Year Ended December 31, 2006
Answer to 52 Pa. Code § 53.52 {b}{(4) - Sheet Na. 1b

Customers Gained

Months Monthly
Month No. of Not Bill Revenue
Classification Added Customers Billed Amount  Gained
Residential 3/4" Feb 2 1 $10.52 L Y4
Residential 3/147 Apr 3 3 $10.52 a5
Residential 3/4" May 3 4 $10.52 126
Residential 3/4" Jun 6 5 $10.52 316
Residential 3/4" Jul 2 51 $10.52 126
Residential 3/4" Aug 7 7 $10.52 515
Residential 3/4" Sep 2 8 $10.52 168
Residential 3/4" Qct 2 9 $10.52 189
Residential 3/4" Nov 4 10 $10.52 421
Residential 3/4* Dec 3 11 %£10.52 347
Residential 1" Mar 1 2 $34.64 69
Total Residential 35 $2,393
Commercial 3/4" Jun 1 5 $10.52 $53
Totai Commercial : 1 $53
Total Revenue Gained 36 $2,446
Customers Lost
Monthly
Month No. of Months 8itl Revenue
Classification Lost Customers  Billed Amount Lost
Availability Feb (2) 1 $3.00 (36)
Availability Mar (1 2 $3.00 (6)
Availability Apr (3) 3 $3.00 27
Availability May {3) 4 $3.00 (36)
Availability Jun (7} 5 $3.00 (105)
Awvailability Jul (2) 6 $3.00 {36)
Availability Aug N 7 $3.00 (147)
Availability Sep (2) 8 $3.00 (48)
Availability Oct (2) 9 $3.00 (54)
Availability Nov {4) 10 $3.00 (120}
Availability Dec {3) 1 $3.00 {99}
Total Availability (36) ($684)
Total Revenue Lost ($684)
Net Revenue Gained/Los! $1,762
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Total Environmental Solutions, Inc.
Treasure Lake Water Division

Going-Level Adjustment to Reflect the Projected Number of Customers
Based on New House Construction During the Year Ended December 31, 2007
Answer to 52 Pa. Code § 53.52 (b)(4) - Sheet No. 1c

Annual
No. of Bill Additional
Classification Customers Amaount Revenue
Residential 3/4" 44 $126.24 $5,555
Availability (44) $36.00 ($1,584)
Total Additional Revenue $3,871
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Total Environmental Solutions, Inc.
Treasure Lake Water Division

Calculation of Number of Customers Served at December 31, 2007
Whose Biils will be Decreased Under the Proposed Tariff
Answer to 52 Pa. Code § 53.52 (b}{5)

Proposed Supplement No. 1 to Tariff Water - Pa. P.U.C. No. 4 will not decrease rates by any
classification of service. No custormers will have decreased bills for similar service or use unde}r
the proposed rates.
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Total Environmental Solutions, Inc.
Treasure Lake Watar Division

Statement of Net Operating Revenue Under the Existing Rates for the Twelve Manths
Ended December 31, 2006 and December 31, 2007, and Under the Proposed Rales

Answaer {0 52 Pa. Code § 53.52 {c){1) - Sheel No. 1a

Anticipated Revenue

Anticipated Revenue

Per Books at Present Rates at Proposed Rales
Schedule Year Ended Year Ended 12/31/07 Year Ended 12/31/07
Number 12/31/06 Adjustments Amount Adjusiment Amount
Operating Revenues b(4r1a §591.312 $4,669 $595,981 $272,121 $868,102
Operating Revenus Deductions:
Operating Expenses {cX{1)-1b&c $471,627 $89,026 $560,653 $560,653
Depreciation Sugporting 154,307 (32,597} 121,710 121,710
Sch. No. 8
Income Taxes:
State Income Tax 0 0 0
Federal Income Tax 0 0 0
Regulatory Assessments Supporting 3,624 23 3,647 1.666 5,313
Sch, No. 789
Payroll Taxes:
F..C.A. Supporting 9.546 1,722 11,268 11,268
F.UTA, Sch. No. 3 701 (84) 617 617
Pa. Unemployment 1,731 327 2,058 2,058
Property Taxes 1,929 1.929 1,929
Misc. Taxes 439 439 439
Total Operating Revenue Deductions $643,904 $58,417 §702,321 $1.666 $703,087
Net Operating Revenues ($52,592) (353.748) ($106,340) $270,455 $164,115
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Total Environmental Solutions, Inc.
Treasura Lake Waler Division

Statement of Operating Expenses for the Twelve Months
Ended Dacember 31, 2006 and December 31, 2007
Answer to 52 Pa, Code § 53.52 {¢)(1) - Sheel 1b

Per Books Going-Lavel Future Tes!
Accl. Year Ended —— Adjustmenis ———  Year Ended
No. Account Description 12431/06 No. Amount 12/31/07
601.1  Salaries & Wages $13,175 1 34,644 $17.819
601.2 Salaries & Wages 1,574 1 554 2.128
601.3 Salaries & Wages 18,941 1 6,677 25,618
601.4 Salaries & Wages Q47 1 334 1.281
B01.5 Salaries & Wages 20,835 1 7,351 28,206
601.6 Salaries & Wages 21,905 1 7.720 29.625
601.7 Salades & Wages 6,347 1 31N 9.538
601.8  Salares & Wages 14,271 1 7.175 21,446
Total Salaries & Wages $98,015 $37.,646 $135,661
604.0 Employee P&B $18.240 518,240
615.0 Purchased Power 27,357 27,357
6i8.0 Chemicals 26,638 26.638
520.3 Malenals & Supplies $15 315
620.5 Materials & Supplies 227 227
620.6 Materials & Supplies 4,054 4,054
520.8 Materials & Supplies 5,628 5.628
Tota! Material & Supplies $9,924 $0 $9,924
631.0 Contract Services - Engineering 3787 $787
633.0 Contract Services - Legal 9,050 9,090
634.0 Salaries & Benefits (AFS) 24 564 24,564
634.0 SLECA Management Fees (AFS) 10,03t 10,031
634.0 Contracl Srvc (AFS) 19,320 19,320
634.0 Telecommunications (AFS) 1,980 1,980
634.0 Deprecialion (AFS) 1,135 1,135
635.0 Contract Services - Testing 5,309 5.309
B36.0 Contract Services - Othar 13,373 13,373
Total Contractual Services $85,589 50 $85,589
641.0 Rental of Building $2.,820 $2.820
642.0 Rentai of Equipment 312 312
850.0 Transportation Expense 69 68
§50.1 Transponation Expense 19,085 19,085
657.0 Insurance - General Liability $45.794 545,704
658.0  Insurance - Workman's Comp, 2,269 2,269
Total Insurance 348,063 30 $48,063
666.0 Regulatory Commission Expensa $0 3 $53,333 $53,333
670.0 Bad Debt Expense 91,953 4 [1,853) 90,000
675.0 Miscellaneous QOther $3,287 $3.287
675.3 Telecommunications 11.870 11,870
6756 Compuler Expense 370 kY
6756 LUtilities 1,012 1,012
6756 Janitorial 1.373 1,373
675.6 Office Supplies 8,144 B.144
6756 Security 17 17
675.9 Postage and Shipping 12,817 12,817
675.10 Dues and Subscriplions 2,485 2,485
675.12 Travel 2,010 2,010
675.13 Education and Training 178 178
Total Miscellaneous Expensas $43,562 $0 $43,562
Total Operating Expenses 471,627 $89,026 $560,653
1-14
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Total Environmental Solutions, Inc.
Treasure Lake Water Division

Answer to 52 Pa. Code § 53.52 (c){1) - Sheet 1c

Going-Leve! Adiustments:;

1. During 2006, the Company incurred a higher than normal level of capitalized
salaries and wages. During 2007 and going forward, the Company expecis to
capitalize 10% of the non-administrative salaries and wages. This resulls in a
going-tevel adjustment of $37,646

Going-Level Adjustment $37.646

Refar to Supporting Schedule No. 2.

2. An adjusiment is required to reflect the associated F.I.C.A., Pa. Unemployment,
and F.U.T.A. taxes. This results in a going-level adjustment of $1,965.

F.I.C.A. $1,722

F.UTA. (84)

Pa. Unemployment 327

Going-Level Adjustment $1.,965

e p—

Refer to Supporting Schedule No. 3.

3. The Company estimates that the expenses related to this rate filing will aggregate
$160,000 for a fully-litigated filing. For the purposes of this filing, the Company
believes that a normalization period of three {3) years is appropriate and has
adopted this period for this rate filing. This results in a going-level adjustment
of $53,333.

Estimated Costs for Rate Case:

Tariff, Rates & Supporting Data $35,000
Post Filing Fees 35,000
Legal Services 90,000
Total Estimated Costs for Rate Case $160,000
Divide by: Normalization Period + 3
Going-Level Adjustment $53,333

4. During 2007, the Company will experience a bad debt expense of $90,000. This
This results in a going-level adjustment of ($1,953).

Bad Debt Expense (Going-Level) $90,000

Deduct: Bad Debt Expense (Per Books) {91,953)

Going-Level Adjustment ($1,953)
1-15




Total Environmental Solutions, Inc.
Treasure Lake Water Division

Statement of Calculation of the Rate of Return Under the Existing Rates for the
Twelve Months Ended December 31, 2007 and Under the Proposed Rates

Answer to 52 Pa. Code § 53.52 (c)(1) - Sheet No. 2

Original Cost Original Cost
Supporting 12131107 12/31/07
Scheduie at Present at Proposed
No. Rates Rates
Total Utility Plant in Service 6 $4,855,092 $4,855,092
Less:
Reserve for Depreciation 6 (2,995,180) (2,995,180)
Total Depreciated Utility Plant in Service - $1,859,012 $1,859,912
Add:
Materials & Supplies 18,618 18,618
Cash Working Capital 28,026 58,026 1)
Deduct:
Advances for Construction (Net) 6 (47,405) (47,405)
Contr. in Aid of Construction (Net) 6 (188,589) (188,589)
Total Measures of Value $1,700,562 $1,700,562 -
Pro Forma Return:
Present:
Dollars ($106,340)
Percent -6.25%
Proposed [Indicated]:
Dollars $164,274 -
Percent 8 9.66%
Note:
1) Based on 45 days of pro forma operating and maintenance expenses.
45 x ($560,653 - $90,000}) / 365) = $58,026
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Total Environmental Solutions, Inc.

Treasure Lake Waler Division

Assets & Other Debils for the Twelve Months Ended
December 31, 2006 and December 31, 2007
Answer to 52 Pa. Code § 53.52 {c){2}

Adjusted
Per Books Per Books Pro Forma
Account Tille 12131706 12/31/06 12131107
Assets & Other Debits
Net Utility Plant:

Utility Plant in Service $3.943,359 $4,775,608 $4,855,092
Accumulated Depreciation (2,277,395) (2,861,100) (2,995,180}
Total Net Ultiiity Prant $1,665,964 $1.914,508 $1,859,912

Current & Accrued Assets:

Customer Accounts Receivable $288,651 $288,651 $288,651

Accumulated Provision for Bad Debt (270,435) (270,435} (270,435}

Intercompany Adjustments 830,723 830,723 830,723

Materials & Supplies 18,618 18,618 18,618
Total Current & Accrued Assets $867,557 $867,557 $867.557
Total Assets $2,533,521 $2,782,065 $2,727.469

Liabilities & Qther Credits

Equity Capital;

Other Paid-In Capital $3,568,414 $3.588,414 $3,588,414
Unappropriated Retained Eamings (1,662,031} {1,061,851) {1,104,077)
Total Equity Capital $2,526,383 $2,526,563 $2,484,337

Current & Accrued Liabilities:

Customers' Deposits $3.079 $3,079 $3,079

Accrued Interest on Other Liabilities 4,059 4,059 4,059
Total Current & Accrued Liabilities $7.138 $7,138 $7.138

Deferred Credits:

Advances for Construction $0 $97.561 $97.561
Accum., Amort. of Advances for Construction 0 (48.936) {50,156)
Total Deferred Credits %0 $48,625 $47.405

Contributions in Aid of Construction:

Contributions in Aid of Construction $0 §750,484 $750,484
Accumulated Amortization 0 (550,745) (561.895)
Total Contributions in Aid of Construction $0 $199,739 $188,589
Total Capitalization & Liabilities $2,533.521 $2,782.065 $2,727,469
1-17



0 Total Environmental Solutions, Inc.
. Treasure Lake Water Division
. Origina! Cost of Utility Plant in Service at
. December 31, 2006 and December 31, 2007
‘ Answer to 52 Pa. Code § 53.52 (c)(3)
. Adjusted
. Acct. Per Books 2007 Plant Pro Forma
No. Account Title 12/31/06 Additions (1) 12/31/07
0 Source of Supply & Pumping Plant.
303.20 Land & Land Rights $57,993 $57,993
& 304.20 Structures & Improvements 47,429 47.429
. 307.20 Wells and Springs 75,142 $7.688 82,830
310.20 Power Generation Equiprment 28,000 28,000
@ 311.20 Pumping Equiprent 198,081 22,354 220,435
. Total Source of Supply & Pumping Plant $406,645 $30.042 $436,687
. Water Treatment Plant:
. 304.30 Siructures & Improvements $63,561 $63,561
. 320.30 Water Treatment Equipment 142,278 5,373 147,651
o Total Water Treatment Plant $205,839 $5.373 $211.212
. Transmission & Distribution Plant:
] 303.40 Land & Land Rights $27,346 $27,346
. 304 .40 Structures & Improvements 87,796 $10,633 98,429
331.40 Transmission & Distribution Mains 3,009,466 910 3.010,376
-] 333.40 Services 642,896 1,412 544,308
33440 Meter & Meter installations 227,562 30,000 257 562
335.40 Hydrants 27,107 27,107
336.40 Backflow Prevention Devices 8,942 8,942
Total Transmission & Distribution Plant $3,931,115 $42 955 $3,974,070
General Plant:
340.50 Office Furniture & Equipment $2,595 $1,114 $3,709
341.50 Transportation Equipment 144,728 144,728
343.50 Tools, Shop & Garage Eguipment 17,890 17,890
344 .50 Laboratory Equipment " 5,221 5221
345.50 Power Cperated Equipment 61,475 61,475
346.50 Communication Equipment 100 100
Total General Plant $232,009 $1,114 $233,123
Total Plant in Service $4,775,608 $79.,484 $4,855,092‘
Note:
{1) Refer to Supporting Schedule No. 5.
1-18
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Total Environmental Solutions, Inc.
Treasure Lake Water Division

Reserve for Depreciation of Utility Plant as of
December 31, 2006 and December 31, 2007
Answer to 52 Pa. Code § 53.52 (c)(4)

Adjusted
Per Books Per Books Pro Forma
Account Title 12/31/06 12/31/06 12/31/07
Reserve for Depreciation $2,277.395 $2,861,100 $2,995,180
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Total Environmental Solutions, Inc.
Treasure Lake Water Division

Statement of Operating Income Setting Forth the Operating Revenues
and Expenses at Present Rates by Detail Accounts for the Twelve Months
Ended December 31, 2006 and December 31, 2007
Answer to 52 Pa. Code § 53.52 (¢c}(5)

Year Ended
Per Books 12/31/07
Year Ended  Anticipated at
12/31/06 Present Rates

Operating Revenue $591,312 $595,981

Operating Revenue Deductions:

Operating Expenses $471,627 $560,653

Depreciation Expense 154,307 121,710

Taxes & Assessments 17,970 19,958
Total Operating Revenue Deductions $643,904 $702,321

Net Operating Income ($52,592) ($106,340)

Non-Operating Income & Expenses:

Non-Operating Income $250 $250

Interest Expense (57,056) (72,486)
Total Non-Operating Income & Expenses ($56,806) ($72,236)
Net Income ($109,398) ($178,576)
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Tetal Environmental Solutions, Inc.
Treasure Lake Water Division

Statement Detailing Major Changes in the Operating or Financial
Condition Occurring Between December 31, 2006 and October 31, 2007
Answer ta 52 Pa. Code § 53.52 (c)(6)

There were no major accounting changes between December 31, 2006
and October 31, 2007 which would effect the operating or financial condition
of Total Environmental Solutions, Inc - Treasure Lake Water Division.
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Supporting Schedule 1

Page 1 of 2
Total Environmental Solutions, Inc.
Treasure Lake Water Division
Revenue Proof at Present Rates
Per Books Bill Analysis
Revenue Revenue Difference Difference
Customer Type 12/31/06 12/31/06 ($) (%)
Residential $381,274 $378,203 ($3,071) 0.81%
Commercial 65,451 64,453 (998) 1.55%
Availability 123,121 126,126 3,005 -2.38%
Subtotal $569,846 $568,782 {$1,064) 0.19%
Customer Penalties $18,576 $18,576 %0 0.00%
Misc. Operating Revenue 2,890 2,890 0 0.00%
Total Operating Revenue $591,312 $590,248 ($1,064) 0.18%
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Total Environmental Solutions, In¢
Treasure Lake Water Division

Revenues Under Present Rates
For the Year Ended December 31, 2006

Number  Monthly

Residential: ofBils  Rate Revenue
Minimum Charges:
3/4" -Monthly ' 22,709 $10.52 $238,898.68
1"-Monthly 22 19.60 431.20
Total Minimum Charges $239,329.88
Thousand
QOutput Charges: Gallons Rate
Minirmums 47,3415
Step 1 38,791.5 $3.58 $138,873.57
Totai Output Charges $138,873.57
Total Residential Revenue $378,203.45
Commercial: Number  Monthly
Minimum Charges: of Bills Rate
3/4"-Monthly 344 $10.52 $3,618.88
1"-Monthly 30 19.60 588.00
2"-Monthly 120 39.00 4,680.00
3"-Monthly 10 65.00 650.00
4"-Monthly 12 160.00 1,920.00
6"-Monthly 24 321.00 7,704.00
Total Minimum Charges $19,160.88
Thousand
Qutput Charges: Gailons Rate
Minimums 828.5
Step 1 12,651.5 $3.58 $45,292.37
Total Output Charges $45,292.37
Total Commercial Revenue $64,453.25
Number Quarterly
Availability: of Bills Rate
Awvailability Customers 14,014 $9.00 $126,126.00
Total Availability Revenue $126,126.00
Subiotal $568,782.70
Customer Penalties $18,576.18
Misc. Operating Revenues 2,890.34
Total Operating Revenue $590,249.22
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Supporting Schedule 2

Page 1 of 1
Tetal Environmental Solutions, Inc.
Treasure Lake Waler Division
Calculation of the Pro Forma 2007 Salaries and Wages
Deduci: Pro Farma
Pro Forma Capitalized 2007 2006
2007 Salaries Total Salanes Total Salaries
Acct. Tolal Salaries & Wages & Wages & Wages Geing-Lavel
No.  Account Description & Wages (10%) Expansed Expensed Adjusiment
501.1  Salares & Wages - Source of Supply Oper. $10,7909 {51.980) $17.818 $13,i75 £4.,644
501.2 Saiaries & Wagas - Source of Supply Maint. 2,365 {231 2,128 1,574 554
601.3 Satarles & Wages - Water Treatment Qper. 28,464 {2,846} 25,618 18,841 6,677
6014 Salanas & Wages - Water Treatment Maind. 1,423 {142y 1,281 947 3
601,5 Salaries & Wages - Trans, & Disir, Opar. 31,340 {3,134) 28,206 20,855 7,351
601.6 Saiaries & Wages - Trans. & Distr. Maint 32,917 (3,292} 29,625 21,905 T7.720
B0Y.7 Salaries & Wages - Custcme Accounts 9,538 8,538 6,347 3191
601.8 Salanes & Wages - Admin. & Genera! 21,446 21,446 14,271 7,375
Totals $147,202 {$11,631) $135,661 $98,015 $37.646
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Total Environmental Solutions, Inc.

Treasure Lake Wafer Division

Employer Paid Taxes

2007 Salaries & Wages (Pro Forma)

F.I.C.A.:

Based on Actual Salaries & Wages
Social Security ($147,292 x .0620)
Medicare ($147,292 x .0145)

F.I.C.A. (Going-Level at Present Rates)

Less: F.I.C.A. Tax (Per Books)

Difference

F.U.T.A.
Payments for $7,000 or less

F.UT.A. (Going-Level at Present Rates)
($77,070 x .008)

Less: F.U.T.A. (Per Books)

Difference

Pa. Unemployment Tax:
Payments for $8,000 or less

PA Unemployment Tax (Going-Level at Present Rates)
($82,320 x .05)

L.ess: PA Enemployment Tax (Per Books)

Difference
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$147,292

$9,132
2,136

$77.,070

$617

$82,320

$2,058
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Total Environmental Solutions, Inc. Page 1 of 3
Treasure Lake Water Division
Development of Annugl Depreciation Expensa
as of December 31, 2006
Based Upon Whela Life/Average Life Deprectation
2006
Average Plant Annual
Acct, Balancas ASUtowa Depreciation Depreciation
No. Deascription 12/31/2006 Curve Percant Amount
Degreciabte Plant'
o7 Walis and Springs 575,142.06 B83-R2 1.25% $939.28
3042  Structires & tmorovements - Pumging 46,727.59 80-R3 167% 780.35
304.3  Slructures & tmprovements - Purification 61,921.62 60-R3 1.67% 1,034.09
304.4 Structures & fmprovemants - T&D Plant &67,796.00 65-R2 1.54% 1.352.06
310.2 Power Ganaration Equipmant - Pumping 28,000.00 25R3 4.00% 142000
n Fumping Equipment 165,264.95 25-R3 4.00% 7,810,680
320 water Treatment Equipment 141,575.55 40-R3 2.50% 3.,539,39
331.11 Castlron, 5°-8° $1,918.80 106-R3 1.00% $10.19
331.5 Plastic, 4° & Under 906,754.80 S50-R3 200% 18,135.10
331.51 Plastic, 67-8° 1.329.558.99 80-R3 1.25% 16,618.49
331.52 Plastic, 10°-147 §12,299.72 90-R3 1,10% 6.735.30
331.6 Valves, 4" & Under 104,802.87 50-R3 2.00% 2.096.06
331.61 Vvalves, 6°-87 42,680.66 B0-R3 1.25% 533.51
331.62 Valves. 10°-14° 11,450.00 90-R3 1.10% 125,95
Total Account 331 $3,009,465.84 2.02% $60.840.37
333 Services $536.806.76 60-R3 1.67% $8.964.67
334 Meters 219.258 30-R2 3.33% 7.301.30
335 Fire Hydrants 27.107 65-R2 1.54% 417,45
336 Backilow Prevention Devices 8.942 30-R2 3.30% 255.10
340.1 Office Furniture §1.080 25-L1 4.00% $42.00
340.2 Office Equipment 1.545 15-R3 B8.67% 103.08
Total Account 340 $2,595.38 5.58% $145.08
341 Transponation Equipment £101,086.85 6-R3 21.90% $22,138.02
343 Tools and Work Equipment 18,979,02 15-R3 6.67% 1,132.50
344 Laboratory Equipmant 5041.64 20-R3 5.00% 252,08
345 Power Operated Equipment 31,172.02 15-R3 6.67% 2,079.17
348 Cormunication Equipment 100.00 R3-8 21.50% 21,90
Total Depreciable Plant $4,594,982.88 2.61% $112.868.31
Non-Depreciable Plant:
303.2 Source of Supply Land & Watar Rights $57,962.56 0.00% $0.00
303.4 Trans. & Disir. Lanrd & Righls of Way 9,496.00 0.00% 0.00
303.5 Oistribution Reservoir & Standpipe Land 17.850.00 0.00% 0.00
Total Non-Depreciable Plant $85,338.59 $0.00
Total Plant ier Service $4,680,321.47 $119,868.31
Less: Contribulions in Aid of Construction;
303 Land $21,460.00 0.00% o.00
a7 wells and Springs 9,832.00 80-R2 1.25% 122.90
304.2  Struciures & improvements - Pumping 7.732.00 50-R3 1.67% 129.12
304.4 Swuctures & Improvements - T&D Plamt 27.633,00 65-R2 1.54% 425.55
311 Pumping Equipment 14,563.00 25.R3 4,00% 582.52
320 Water Treatment Equipment 18,915.0C 40-R3 2.50% 472.88
3315 Plastic, 4° & Under 189.186.00 S0-R3 2.00% 378372
331.51 Plasiic, 68" £9,564.00 80-R3 1.25% 1.149.55
331.52 Piastic, 107147 206,103.50 80-R3 1.11% 3,397.75
3316 Valves, 4° & Under 28,278.00 50-R3 2.00% 565.56
331.61 Valves, 6°-8° 155.00 80-R3 1.25% 1.94
337.62 Vvalves, 10°-14" 11,364.00 80-R3 1.11% 126.18
333 Services 17,057.00 80-R3 1.67% 284 85
335 Fire Hydrants 8,553.00 65-R2 1.54% 131,72
343 Tools and Work Equipment 84.00 15-R3 B,67% 5.80
Total Conisbutions in Aid of Construsction £750,483.50 $11,149.84
Less: Customers’ Advances for Construction:
331.51 Plastic, 678" 80-R3 1.25% $1,219.51
Totai Plant In Service (Net) $107.458.96
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Tatal Environmental Solutions, fnc. Page 20f3
Troasure Laks Watar Division
Deveiopment of Avarage Plant Balances as of December 31, 2006
2006
Original Qriginal Qriginal Qriginal Average
Acct. Account Tule ! Cost at 2004 Cost a1 2005 Costat 2006 Cost at Piant
No. Description 12/31/2003 Additions 1243112004 Agdditions 1243172005 Additions 1213172006 Balancas
Depreciatfe Plant:
307 wells and Springs $75,142.06 $75.142.08 §75,142.06 $75,142.08  $75.142.08
304.2 Stuctures & Improvements - Pumping 48,026.09 46,025.09 46,028.09 1,403.00 47,429.09 46,727.50
304.3 Structures & Improvements « Purification 43,208 62 $15.381,00 58,679.62 $3,603.00 50,282.62 3,278.00 63,560.62 5192162
4.4 Syuciares & Improvements - T&D Plant §7.796.00 87,796.00 87.796.00 87,796.00 a7,798.00
1102  Power Genertion Equipment - Sumping 23,000.00 2800000 28,000.0C 28,000.00 28.000.00
311.00 Pumping Equipment 152.963.85 14,837.00 $167,800.95 24,648.00 192,448,985 5,632.00 198,080.85 195,264.95
320.00 water Treatment Equipment 129,062.55 1.776.00 136.838.55 403500 140,873,55 1,404,00 142,277.55 141,575.55
331,11 Cast lron, 6787 $1,918.80 £i,918.80 $1518.80 51,918.80 . $1,918.80
333.50 Plagtic. 474 Under $06.754.80 8066,754.80 808,754.80 906.754.80 908,754.80
331.51 Plastic, 678 1,328,853.99 605.00 1,329,558.99 1,329,558.89 1,328,558.99 1_,329,558_99
331.52 Plastic, 10°-14° 812,200.72 612,289.72 612.299.72 612,299.72 612.2689.72
331.80 valves, 4" 3 Under 104,802.87 104,802.87 104 80287 104,802.87 104,802.87
331.61 valves, 687 42,680.66 42,680.66 42 680 .66 42 680,86 42,680.66
331,62 Valves. 10°-147 14,450.00 11,450.00 11,450.00 1145000 - 14,450,00
Toral Account 331 $3.008,880.84 $60500 $3,008,465.84 $0.00 $3,008,465.84 $0.00 $3009.465.84 $3.009 46584
333 Sewvices $509,327.26 $13.541.00  §522.868.26 $7.849.00 3530.747.26 $12,179.00 $§542,896.26  $536.806.76
334 Metar's 196.688.34 6,883.00 203,671.31 7.283.00 210,954.31 16,608.00 227.562.31 1218,258.31
335 Flre Hydrants 27.407.00 27,107.00 27.107.00 27.1407.00 27,107.00
338 Backflow Preveniion Davices 4,286.29 4,654.00 894229 6,942.29 8.942.29 8,942.29
350,10 Cifige Fumiture $1,050.00 $1.050.00 $1,050.00 $1,050.00 © £1,050.00
340.20 Office Ecuipment 1,545.38 £,545.38 1,545.38 1.545.38 1,545.38
Total Account 340 $2,585.38 $0.00 $2,595.38 $0.00 $2,895.28 50.00 §2.595 38 §2,595.38
331 Transportatien Equipment $57,445.35 $57,445.35 $57 44535 $87,283.00 314472835 3101,086.65
343 Toals and Work Equipment 13,892.52 532.00 14,424.52 $1,643.00 16,067.52 1.822.00 17,880.52 16,9768.02
344 l.aboratary Equipment 4:862.14 4.862,14 4,862.14 359.00 522514 5,041.64
345 Powar Operatag Equipment 869.52 8§69.52 869,52 60,605.00 81,474.52 31,172.02
348 Communication Equipment 106.00 100.0G 100.00 100.00 100.00
Total Crepreciablg Piant $4,388,325 88 $64,309.00 $4,452,634.88 $47,061.00 $4,40969588 $190,574.00 $4,690,260.88 34 ,:594.932,38
Non-Depre¢lable Plant:
3032 Land and Land Rights - Purnping $57,992.59 $57,992.59 $57.992.59 $57.992.54 $57,992.59
3034 Land and Land Rights - T80 8,406.00 9.486.00 9,4986.00 9,496.00 9,496.00
3035 Lland and Land Rights - Distrib. Storage 17,850.00 17.850.00 17,850.00 17,850.00 17,850.00
Total Non-Depreciable Plant $85,338,59 $0.00 $65,338.50 $0.00 $85.338 59 $0.00 $65,338.50 z585,335.59
Total Plant in Servica $4,473,684.47 $64,309.00 $4,537,973.47 $47,061.00 §4.585,034.47 $190,574.00 34,775,608.47 $4,680,321.47
Less: Contribulions In Aid of Construction:
30300 Land $21,460.00 $21.480.00 $21,460.00 §21,460.00 $21.460.00
307.00 Wells and Springs 9.,832.00 6.,832.00 8,83240 9,832.00 | 9,832.00
304.20 Structwres & Improvernents - Pumping 7,7132.00 7,732.00 7.732.00 7.732.00 . 773200
304.40 Structures & mprovemnents - T&D Plant 27.633.00 27.833.00 27.633.00 27,633.00 127,633.00
311.08 Pumping Equipment 14,563.00 14,563.00 14,563.00 14,563.00 1 14,563.00
320.00 Water Treatment Equipment 18,915.00 18,915.00 18,915.00 18.915.00 ,18.815.60
331.50 Plastic. 4” & Undar 189,186.00 189,186.00 189,186.00 189,188.00 180,186.00
331.51 Pastic, 878" 89,564.00 89.584.00 89,564,00 89,564.00 .:,89.564 00
331.52 Plastic, 10%-14" 306,103.50 306,103.50 306,103.50 206,103.50 308,103.50
331,60 Valves, 4* & Under 28,278.00 285,278.00 28278.00 28,278.04D 28,278.00
331.61 Valves, 68" 16500 155.00 155.00 155.00 T 155.00
331.62 Valves, 10"-34" 11,368.00 11,368,00 11,368.00 11,368.00 -11,388.00
33300 Services 17.057.00 17.057.00 17,057.00 £7,057.00 17.057.00
335.00 Fire Hydrants 8,553,00 8,553.00 8,553.00 8,553.00 8,553.00
343.00 Tools and Work Equipment 84.00 84.00 84.00 34.00 ) 84.00
Total Contributions In Aid of Construction $750,483.50 $0.00 $750,483.50 30,00 $750,483.50 $0.00 §750,483.50 $750,483.50
Less: Customners Advances for Gonstruction;
331.51 Plastic, 878" $97,561.00 $0.00 $97,561.00 $0.0C $97 561.00 50.00 397,561.00 $87,561.00
Totat Plant in Sarvice (Net) $3,625,619.97 $64,300.00 $3,689,928.97 $47,061.00 $3,736,989.97 $190.574.00 53,827 5683.97 $3,832,276.97
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Total Environmental Solutions, Inc.

Treasure Lake Water Division

Supporting Schedule 4
Page 3 of 3

Development of the Accrued Book Depreciation Reserve
for Ratemaking Purposes as of December 31, 2006

Calendar
Year Amount
Description Dec. 31, Reserved
Plant In Service;

Beginning Balance 1997 $1,983,790.69
Annual Depreciation Expense 1998 87,398.30
Annual Depreciation Expense 1999 87,398.30
Annuai Depreciation Expense 2000 87,398.30
Annual Depreciation Expense 2001 89,749.44
Annual Depreciation Expense 2002 85,456.15
Annual Depreciation Expense 2003 100,395.82
Annual Depreciation Expense 2004 103,497.20
Annual Depreciation Expense 2005 106,147.96
Annual Depreciation Expense 2006 119,868.31

Total Plant In Service Reserve $2,861,100.47

Contributions In Aid of Construction;

Beginning Balance 1997 $450,396.92
Annual Depreciation Expense 1998 11,149.84
Annual Depreciation Expense 1999 11,149.84
Annual Depreciation Expense 2000 11,149.84
Annual Depreciation Expense 2001 11,149.84
Annual Depreciation Expense 2002 11,149.84
Annual Depreciation Expense 2003 11,149.84
Annual Depreciation Expense 2004 11,149.84
Annual Depreciation Expense 2005 11,149.84
Annual Depreciation Expense 2006 11,149.84

Total Contributions Reserve $550,745.48

Customer Advances for Construction:

Beginning Balance 1997 $37,960.49
Annual Depreciation Expense 1998 1,219.61
Annual Depreciation Expense 1999 1,219.51
Annual Depreciation Expense 2000 1,219.51
Annual Depreciation Expense 2001 1,219.51
Annual Depreciation Expense 2002 1,.219.51
Annual Depreciation Expense 2003 1,219.51
Annual Depreciation Expense 2004 1,219.51
Annual Depreciation Expense 2005 1,219.51
Annual Depreciation Expense 2006 1,219.51

Total Advances Reserve $48,936.08
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Total Environmental Solutions, Inc.

Based on e Actuai Capital Additions through August 31, 2007 and the Estimated Capital Additions through Decembar 31, 2007

Treasure Lake Waler Division

Pro Forma Capillal Additions

Pro Fama
Acet. Capial
No., Account Description Jan-07 Feb7 HarH7 Apro7 May-G7 Jun-? Jut-07 Aug-07 Sop07 Oet07 Nov-37 Doc-07 Additions

203.2 Land & Land Rights $ - $ - % B s - [ B $ s -
04,2 Structures & Impovements 0.0
307.2 Walls § Springs 1,184 B4 394070 1.281.4 4,281.34 T BABG2
310.2  Powei Generation Equipment 000
311.2  Pumping Equipment 154672 461,33 5,099.52 7,795.00 3.725.64 3,725.64 2235385
304.3  Struciures & Irmpovemeants ’ 000
320.3 Water Treatment Equipment 1,339,53 998.09 524.40 726.00 895,50 895,50 $,373.02
303.4 Land & Land Rights 0.0G
304.4  Stuctuces & impovemants 50210 120.45 82141 88571 934.28 3,728.53 149886 628,44 1.772.20 \7r220 10,633.18
331.4 Trangmission & Distribution Mains 35.83 32365 7699 473.06 909.53
333.4 Services 141171 141174
334.4  Meter & Meter Installations 225857 1.473.00 932.90 932.90 24.402.62 30,000.00
3354 Hydranis 0.00
336.4 Backflow Pravention Devices 0.00
3405 Office Fumiture & Equipment B55.33 78,97 184,18 1,514.48
341.5 Transpertation Equipment 000
3.5 Tools. Shop & Garage Equipment 0.00
344.5 Laboratory Equipment 0.00
345.5 Pewer Oparatad Equipment 000
M6 5 Communication Equipmant 1.00

$ 290445 § 58178 $ 2160954 § 196B60 S 1055213 $ 1243934 5 6515756 § 110150 5 217884 5 B43074 5 3,109.74 § 2050047 § 794B3TH

Hgta:

1) Starting in 2008, the Company will bagin 2 meter changa out program. It s estimated that it wilt be $30,000 on 2a ongoing-basls. Adjusted for in the Dec-07 column,

| j0 | 8bed
g anpayss buoddng



Supporting Schedule 6

Tatal Environmental Solutions. Inc. Page 1 of 3
Treasure Lako Water Division
Development of Annuai Depreciation Expense
as of Decamber 31, 2007
Based Upon Whote LifefAverage Life Depreciation
2007
Average Plant Annual
Apcl. Balances ASLAowa Dapreciation Depreciation
Mo. Description 127312007 Curve Percent Amount
Deprediablg Plant:
a7 Weits and Springs §$78.966.06 80-R2 1.25% $987.33
304.2  Steuctures & Improvements - Pummping 47.429.09 60-R3 -1 792.07
304.3  Structures & Improvemants - Purification 63.560.62 60-R3 1.67% 1,061.48
344 Structures & Improvements - T&D Plant 83,112.50 E5-R2 1.54% 1,433.83
310.2  Power Ganeration Equipment - Pumping 26,000.00 25-R3 4.00% 1,120.00
311 Pumping Equipmant 209,257.95 25-R3 4.00% 8,370.32
320 Water Treaiment Equipment 144,964.05 40-R3 2.50% 3,624.10
331.11 Cast tron, 687 $1,918.80 100-R3 1.00% $19.19
331.5 Plastic, 47 8 Under 306,754 80 50-R3 2.00% 18,135.10
331.51 Plastic, 678" 1,329,558.99 80-R3 1.25% 16.619.49
331.52 Plastic, 107-147 612,299.72 90-R3 1.10% 6.735.30
3316 Valves, 4" 8 Under 105,257.87 50-R3 2.00% 2,105,186
331.61 Valves, 68 42,680.66 80-R3 1.25% 533.51
331.62 valyes, 10%-14° 11,450.00 90-R3 1.10% 125.85
Total Account 331 $3,009,920,84 2.05% $61.662.91
333 Services $513,602.26 60-R3 1.67% $9,078.16
334 Melers 24256231 30-R2 3.33% 8.0677.32
334 Fire Hydranis. 27,107.00 65-R2 1.54% 417.45
336 Backflow Prevention Devices 8,942.29 30-R2 3.30% 295.10
340,1 Office Furhiture $1,050.00 2511 $42.00
340.2  Ofice Equipment 2,102.38 15-R3 140.23
Total Account 340 $3,152.38 $182.23
341 Transporiation Equipmant $144,728,35 6.R3 21.90% $31.695 51
343 Tools and Work Equipment 17.880.52 15-R3 86.67% 1,163.30
344 Labaratory Equipmant 5,221.14 20-R3 5.00% 261,08
345 Power Operated Equipmant 61,474.52 15-R3 6.687% 4,100.35
348 Communication Equipment 100.00 R36 21.90% 21.80
Total Depreciable Plant $4,730.011.88 2.83% $134.075.40
Non-Depreciable Plant:
303.2 Source of Supply Land & Water Rights $57.992.59 0.00% 30.00
303.4 Trans. & Distr. Land & Rights of Way 9.456.00 0.00% 0.00
303.5 Distribution Reservoir & Standpipe Land 17,850.00 0.00% 0,00
Total Non-Oepreclable Plant $85,338.59 $0.00

Total Plant In Service $4,815,350,47 $134,079.40

Less' Contributions in Aid of Construction:

303 Land $21,460.00 0.00% $0.00
307 Wells and Springs 9,832.00 80-R2 1.25% 122.90
3042 Structures & Improvemants - Pumping 7,732.00 60-R3 1,67% 129.12
3044 Structures & !mpravements - T80 Plant 27,633.00 65-R2 1.54% 425,55
311 Pumplng Equipment 14,563.00 25-R3 4.00% 682,52
320 Water Treaiment Equipment 18,915.00 40-R3 2.50% 472,88
3315 Piastic, 4" & Under 189,186.00 50-R3 2.00% 3,783.72
331.51 Plastic, 6°-8" 89,564.00 80-R3 +.25% 1,119.55
331.52 Plastic, 10°-14" 306,103,50 90-R3 1.11% 3,397.75
3316 Valves, 4" & Under 28,278.00 50-R3 2.00% 565.56
33161 Valves, 6-8" 155.00 80-R3 1.25% 1.94
331,62 Valves, 107147 11,368.00 90-R3 1.11% 126.18
333 Services 17,057.00 60-R3 167% 284.85
335 Fire Hydrants 8,553.00 65-R2 1.54% 131.72
343 Tools and YWork Equipment £84.00 15-R3 8.67% 5.60
Total Contributions in Aid of Construction $750,483.50 $11,149.84
Less: Customers' Advances for Construction:
331,51 Plastic, 678" $497,561.00 BO-R3 1.25% $1,219.51
Totat Ptant In Service (Net) $3,967,305.97 $121,710.05
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Tolal Enviconmental Solutlons, inc., Page 20f3
Trrasuro Lake Wator Divison
D of ge Plani B as of December 31, 2007
2007
Onginal Ongnat Onginal Original Ongnal Average
Al Account Tde ! Costat 2004 Casl at 2005 Cast a4 2006 Cosl at 2007 Cost a1 Piant
NO. Dasenplion 127342003 Addiions 12/31/2004 Adcitons. 12312005 Additons. $ 243112008 Addions 12731720067 Balances
At
072 Wells and Spangs §75.142.06 §75,142.08 $75,142.06 §75,142.08 5768800 58283006 - 37598606
304 2 Stnygwres & Improvemnents - Pumping 48,026.08 46,026 08 46,026.00 $.403.00 47.428.08 47 420,08 47 429 00
3043 Siructores & Improvernants - Purificalon 43,288.82 $15381.00 58,879 62 $1,603.00 60,282.62 3.2r8.00 63.560.82 63,560.62 . 83,560.82
304 & Structures & Impeovernents - TAD Plant a7,708.00 87,706.00 87,796 00 87,796 00 10,633.00 68,429 00 93,112.50
1102 Powor Generation Equivtent - Pumping 26.000.00 28,000,600 28,000 00 28,000.00 28,000.00 28,000.00
3112 Pumping Equipment 152.863.85 14,837.00 5167 800.85 22,643 00 182,448.95 5.632.00 168.086.95 22.354.00 22043405  209.257.85
3203 waler Traalment Equip™eant 129,062,55 717800 136,838 55 403500 140,673 55 140400 14227755 5373.00  17.650.55. 144,664.06
331,11 Cast lron, 6°-8° 51.918.80 $1.618.80 51,018 $1,618.80 $1,058.80  $1,918.80
331.50 Pasuc, 4" & Unger 906754 80 £06,754.80 906,754 80 ©06,756.80 906,754.80 966,754 80
331.51 Plasue, §°-8" 1,328,853 90 60500 1.320,558.80 3,329,558 99 5,320,558 99 1,309,558.89 1,329,558 90
331,52 Plastic, 10°-14" 612.200.72 612.290.72 812200.72 6122080 72 81220072 - 612200.72
131,60 Vaives, 47 & Unger 104,802 87 104.802.87 104,802.87 104 802 87 a10.00 10571287 . 105.257.87
331.61 Vahwas, 678" 42.680.66 42,660 66 42,880.66 42,6806.66 42.580.58 42,680,68
331 B2 Vahes, 10718* 11,450.00 14.450.00 11,450.00 1145090 $1,450.00 = $1,450.00
Totad Account 331 $1.006.889.84 SE605.00 $3.008.465 84 0,00 $3,000465.84 50.00 $3,008,465.84 521000 $3.010,375,84 $3,000.820 84
333 Services 5509,527.26 $12.541.00 $522,668.26 §7.84800 8530.717.26  512.179.00 5542.806.26 5141200 5544300 26 - $543,602.28
3% weters 08,5881 596300 20067133 728300 2109%4.0 860800 227,582 34 3000000  ISTSBLIY 24256231
335  Fuo Hydrants 27,107.00 27,107.00 27.107.00 27,107.00 27,107.00 27,107.00
336 Backflow Pravenlion Davices 428828 4.854.00 6,942.28 894220 §,042.20 85.942.20 8.042.20
340,10 Otffice Fumiture $1,060.00 £1.050 00 $1.050.00 $1.050,00 $1,050.00 $1,050.00
340 20 Office Equipment 1,54538 1.545.38 1.546.38 1,545.38 $1.514.00 2.659 38 2.102.38
Tolal Account 340 $2,565 38 $0.00 $2,695.38 $0.00 $2,505,38 $0.00 5$2,505.38 51,144 00 $3,700.38 $3,152.38
a1 Transpartation Equipment $57.445.35 $57,445.35 $57,446.35 587,283.00 5144,728.35 $144.72835 $144,72835
343 Tools and Work Equipment 13.802.52 532.00 14,424 52 $1.843.00 16,067.52 1,823.00 17,880.52 17.800.52 17.800.52
344 Laboralory Equipmeny 4,862.14 4,882.14 4.862.14 358.60 522114 5221.14 5221.:4
345 Power Operaled Equipmant 669.52 860,52 868 52 60,605.00 81,474.52 §1474.52 B1,474.62
348 Comnwnicatien Equipment 160,00 100.00 100.00 100.00 100,00 100.00
Totat Depreciabte Plant $4,388,325.68 56430000 $4,452,634.88 $47,061.00 34,499,695.88 §180,574.00 $4,600,269.88 $79,484.00 $4,780.753.86 $4.730.011.88
hon-Depraciable Plant:
302.2  tand and Land Rights - Pumping £57.8p2.56 $57.602.50 £57.002.50 $57.892.50 $67.562.59 $57,902.59
3034  Land and Lard Rights - T&D 9.408.00 9.496.00 8,488.00 9,496.00 9.496.00 9.404.00
3035 Land and Land Rignis - Distin Storags 17.950.00 17,850.00 17,850.00 17.850.00 17.850.00 V7.,850.00
Tolal Nen-Depreciable Plant £85,338.58 3006 $85.338.5¢ 30.00 $86.338.69 30.0¢ $85,338 50 §0.00 $8533859  $85338.5¢
Total Plant In Servica $4,473,664.47 $64,305.00 $4,537,973.47 $47,064,00 $4,585034,47 3100 574.00 54,775.808.47 $70,484.00 $4,855,002.47 $4,816,350.47
Less: Contnbutions In Aid of Consiruction:
303.00 Land $21,460.00 $21.450,00 §21,460.00 $21.460.00 521,460,00 - $21,480.00
307.00 Wells and Springs 9.832.00 p,83z.00 9,832.00 9,832.00 0,822.00 ©,832.00
304.20 Structures & Impravemants - Pumping 7.732.00 7.732.00 7.732.00 7.732,00 7.732 G0 7,732.00
304,40 Struclures & Improvernants - TAD Plani 27,633.00 27.633.00 27.633.00 27,633 00 27.633.00 27,633,00
311.00 Pumping Equipment 14,563.00 14,5683.00 14,563 00 14,563,00 14,563.00 14,663.00
320 00 waler Treatmeni Equipment 18,916.00 1891500 1B.915.00 18,915.00 18.915.0¢ 18,815.00
31.50 Plastic, 4" & Jnder 188,186.00 189,186.00 189,186.00 189,186.00 189.186.00 180,186.00
331,51 Plasuc, 68" 68,584.00 86,564.00 86.564.00 88,564.00 89.,564.00 £9,564.00
321,62 Pasne, 10°-14" 306,103.50 308.103.50 308,103 50 306,103.50 306,103.50 - 306.103.50
331,80 Valves, 4" & Undar 28.278.00 28,278.00 28,278.00 28,278.00 28,275 00 28,278 GO
33161 Valves, §°-8~ 155.00 156.00 155,00 155.00 15500 155.00
331,62 valves, 10°-14" 1136809 11,36600 11,368,00 11.368.00 11,388.00 11.368.00
33300 Servicas 17.057.00 17,057.00 17,057.00 17.057.00 17,067.00 17.057.00
335 00 Fire Hyoranis 8,553 00 8,653.00 8,563.00 8,553.00 8,55300 8.553.00
343 00 Tools and Work Ecuipment 8400 84,00 84.00 84,00 84.00 84,00
Total Conlnbutions in Aid of Constryction 5$750.483.50 $0.00 $750.483.50 $0.00 5750483 50 $000 3750.483.50 5000 375048360 §750.483.50
. 10Mers Advances lor
331.81 Plasuc, 5°-8° $97.561.00 $0.00 $07,561,00 $0.00 $97.561.00 s0.00 $67,.561.00 $000 $987.561.00 §87.561.00
Total Plant In Semice (Net! §3.625.619.97 564,309.00 $3,680.928.07 $47.061.00 $3,736,089.87 $160,574.00 53.927.563.97 5$79,484.00 $4.007.047.67 sé.oar,aas,ev
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Supporting Schedule 6
Total Environmental Solutions, Inc. Page 3 of 3
" Treasure Lake Waler Division

Development of the Accrued Book Depreciation Reserve
for Ratemaking Purposes as of December 31, 2007

Calendar
Year Amount

Description Dec. 31, Reserved

Plant In Service: )

Beginning Balance 1997 $1,983,790.63
Annual Depreciation Expense 1998 87.398.30
Annual Depreciation Expense 1999 87,398.30
Annual Depreciation Expense 2000 87,388.30
Annual Depreciation Expense 2001 89,749.44
Annual Depreciation Expense 2002 95,456.15
Annual Depreciation Expense 2003 100,395.82
Annual Depreciation Expense 2004 103,497.20
Annual Depreciation Expense 2005 106,147.96
Annual Depreciation Expense 2006 119,868.31
Annual Depreciation Expense 2007 134,079.40

Total Plant In Service Reserve $2,995,179.87

Contributions In Aid of Censtruction:

Beginning Balance 1997 $450,396.92
Annual Depreciation Expense 1998 11,149.84
Annual Depreciation Expense 18999 11,148.84
Annual Depreciation Expense 2000 11,149.84
Annual Depreciation Expense 2001 11,149.84
Annual Depreciation Expense 2002 11,149.84
Annual Depreciation Expense 2003 11,149.84
Annual Depreciation Expense 2004 11,149.84
Annual Depreciation Expense . 2005 11,149.84
Annual Depreciation Expense 2006 11,149.84
Annual Depreciation Expense 2007 11,149.84

Total Contributions Reserve $561,895.32

Customer Advances for Construction:

Beginning Bafance 1997 $37,960.49
Annual Depreciation Expense 1998 1,218.51
Annual Depreciation Expense 1999 1,219.51
Annual Deprecialion Expense 2000 1,218.51
Annual Depreciation Expense 2001 1,219.51
Annual Depreciation Expense 2002 1,219.51
Annual Depreciation Expense 2003 1,219.51
Annual Depreciation Expense 2004 1,219.51
Annual Depreciation Expense 2005 1,219.51
Annuai Depreciation Expense 2006 1,219.51
Annual Depreciation Expense 2007 1,219.51

Total Advances Reserve $50,155.59




Supporting Schedule 7

Total Envirocnmental Solutions, Inc.

Treasure Lake Waler Division

Regulatory Assessments

Revenues at Present Rates (Going-Level)

Assassment Factors:
PA. P.U.C.
Consumer Advocate
Small Business Advocate

Regulatory Assessments at Present Rates (Going-Level)

Regulatory Assessments (Per Books})

Reguiatory Assessments Adjustment

2-12
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$595,981
0.004473555827 $2,666
0.001473420785 878
0.000172413378 103
$3,647
(3,624)
$23




Page 1 of 2
Total Environmental Solutions, inc.
Treasure Lake Water Division
Cost of Capital and Fair Rate of Return
Pro Forma at December 31, 2007
Weighted
Type of Capital; Ratio 1) Cost Rate Cost Rate
Debt 0.55 7.75% 1) 4.26%
Common Equity 0.45 12.00% 2) 5.40%
Total Capital 1.00 9.66%
Notes:

1) Developed on page 2.

Supporting Schedule 8

2) Required in order for the Company {0 maintain a financial profile which will enable it

to obtain future financing, when necessary.

2-13



f Supporting Schedule 8
O Page 20f 2

Total Environmental Solutions, Inc.
Treasure Lake Water Division

Development of Capital Structure Ratios for Ratemaking Purposes
Pro Forma at December 31, 2007

Adjusted :
Per Books Pro Forma Pro Forma
12/31/2006 12/31/2007 Ratios
Long-Term Debt:
Miscellaneous Long-Term Debt 30
Total Long-Term Debt $0 $935,309 0.55

Common Equity:
Other Paid-In Capital $3,588,414
Unappropriated Retained Earnings (1,061,851)

Total Common Equity $2,526,563 $765,253 0.45

Total Capital $2,526,563  $1,700,562 1) 1.00

Embedded Debt Cost
Pro Forma at December 31, 2007

Cost Interest

Long-Term Debt: Amount Rate Expense
Pro Forma Debt $935,309 7.75% 2) $72,486
Total Long-Term Debt $935,309 7.75% $72,486

Notes:
1) Equal to rate base.
2) Based on prime rate on October 23, 2007.

2-14
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Supporting Schedule 9

Total Environmental Solutions, Inc.

Treasure Lake Water Division

Revenues at Proposed Rates

Assessment Factors:
PA. P.U.C.
Consumer Advocate
Small Business Advocate

Regulatory Assessments

Regulatory Assessments at Proposed Rates

Regulatory Assessments at Present Rates (Going-Level)

Regulatory Assessments Adjustment

2-15
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$868,102

0.004473555927 $3.884
0.001473420785 1,279
0.000172419378 150
$5,313
(3,647)

31,666




Supporting Schedule 10

Page 1of 1
Total Environmental Solutions, Inc
Treasure Lake Water Division
Revenues Under Proposed Rates
Number  Monthiy
Residential: of Bills Rate Revenue
Minimum Charges:
3/4" -Monthly 23,458 $16.87 $395,736.46
1"-Monthly 24 31.61 758.64
Total Minimum Charges $396,495.10
Thousand
Output Charges: Gallons Rate
Minimums 48,844.5
Step 1 38,799.9 $5.74 $222,711.43
Total Output Charges $222,711.43
Total Residential Revenue $619,206.53
Commercial: Number  Monthly
Minimum Charges: of Bills Rate
3/4"-Monthly 349 $16.87 $5,887.63
1"-Monthly 30 31.61 948.30
2"-Monthly 120 62.89 7,546.80
3"-Monthly 10 104.82 1048.20
4"-Monthly 12 258.03 3,096.36
6"-Monthly 24 517.67 12,424.08
Total Minimum Charges $30,951.37
Thousand
Output Charges: Gallgns Rate
Minimums 833.5
Step 1 12,651.5 $5.74 $72,619.61
Total Ouiput Charges $72.619.61
Total Commercial Revenue $103,570.98
Number Quarterly
Availability: of Bills Rate
Awailability Customers 13,762 59.00 $123,858.00
Total Availability Revenue $123,858.00
Subtotai $846,635.51
Customer Penalties $18,576.18
Misc, Operating Revenues 2,890.34

$868,102.03

Total Operating Revenue

2-18
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Revised

Total Environmental Solutions, Inc.
Treasure Leke Water Division

Statement of Operating Revenue Under the Existing Rates for the Twelve Months
Ended December 31, 2006 and December 31, 2007, and Under the Proposed Rates
Answer to 52 Pa. Code § 53.52 (b)(4) - Sheet No. 1a

Anticipated Revenue Anticipated Revenue
Year Ended at Present Rates at Proposed Rates
Schedule 12/31/06 Year Ended 12/31/07 Year Ended 12/31/07
Operating Revenues Number Per Books Adjustments Amount Adjustmants Amount
Residentiai {b)(2) $381,274 $4,877 $386,191 $225,162 $61 1,313
Commercial (b}(2} 65,451 (945) 64,506 37,535 102,041
Availability {6)(2) 123,121 737 123,858 123,858
Subtotal $569,846 $4.669 $574,515 $262,697 $837,212
Ciustomer Penalties {b}(2) $18,576 $18,576 $18,576
Other Water Revenues (b)(2) 2,850 2,880 2,800
Total Operating Revenues $591,312 $4,669 $595,981 $262,697 $858,678
Going-Level Adjustments:
1. Adjustment to reflect revenues based on the bill
frequency analysis at present rates.
Residential (3$3.071)
Commercial (998)
Availability 3.005
Refer to Supporting Schedule No. 1 ($1.064)
2. Adjustment to reflect revenues for customers gained and
lost during the year ending December 31, 2006,
Residential $2,393
Commercial 53
Availabiiity {684)
Refer to (b){4) - Sheet No. 1b $1,762
==oRO=
3. Adjusiment to refiect revenues for customers gained and
lost during.the year ending December 31, 2007.
Residential ’ $5.555
Availability (1,584}
Refer to (b)(4) - Sheet No. 1¢ $3.871

1-9
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Revised

Total Environmental Solutions, Inc.
Treasure Lake Water Division

Statement of Net Operating Revenue Under the Existing Raias for the Twelve Months
Ended December 31, 2006 and December 31, 2007, and Under the Proposed Rates
Answer to 52 Pa. Code § 53.52 (c)1) - Sheet No, 1a

Anlicipated Revenue Anlicipated Revenue
Per Books at Present Rates at Proposed Rales
Schedule Year Ended Year Ended 12/31/07 Year Ended 12/31/07
Number 12/31/06 Adjustments Amourn| Adjustmenl Amount
Operating Revenues b{4}1a $591,312 $4.669 £595,961 $262,697 $858,678
QOperating Revenue Deductions:
Operating Expenses (c)1})-1b&c $471.627 $89,026 $560,653 $560,653
Depreciation Supporting 154,307 (32,597) 121,710 121,710
Sch. No. 8
Income Taxes:
State Income Tax 0 0 0
Federal Income Tax 0 g : Q
Regulatory Assessments Supporting 3624 23 3,647 1,607 '5,254
Sch. No. 748
Payroll Taxes:
F.LCA Supporting 9.546 1,722 11,268 11,268
F.UTA Sch. No. 3 701 (84) 617 - 817
Pa, Unemploymert 1,731 327 2,058 2,058
Property Taxes 1,929 1,929 1,829
Misc, Taxes 439 439 439
Total Operating Revenue Deductions $643,804 $58,417 $702,321 $1.607 $7Q3.928
Net Operating Revenues {$52,592) {$53,748) {$106,340) $261,0980 $154,750
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Total Environmental Solutions, Inc.
Treasure Lake Water Division

Revised

Statement of Calculation of the Rate of Return Under the Existing Rates for the
Twelve Months Ended December 31, 2007 and Under the Proposed Rates

Answer to 52 Pa. Code § 53.52 (c)(1) - Sheet No. 2

Qriginal Cost Original Cost |
Supporting 12/31/07 12131107
Schedule at Present at Proposed
No. Rates Rates
Total Utility Plant in Service 5] $4,855,092 $4,855,002
Less:
Reserve for Depreciation 6 (2,985,180) (2,995,180)
Total Depreciated Utility Plant in Service $1,859,912 $1,859,912
Add:
Materials & Supplies 9,309 9,309
Cash Working Capital 58,026 58,026 1)
Deduct:
Advances for Construction (Net) 6 (47,405) (47,405)
Contr. in Aid of Construction (Net) 6 (188,589) (188,589)
Total Measures of Value $1,691,253 $1,691,253
Pro Forma Return:
Present:
Dollars ($106,340)
Percent -6.29%
Proposed [Indicated):
Dollars $154,750
Percent 8 9.15%
Note:
1) Based on 45 days of pro forma operating and maintenance expenses.
45 x ($560,653 - $90,000)) / 365) = $58,026
1-16
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Reavised Suppoiting Schedule No. 8

Page 1 of 2
Total Environmental Solutions, inc. - Treasure Lake Water Division
Summary of Cost of Capital and Fair Rate of Retum
Pro Forma at December 31, 2007

Type of Capital Ratios Cost Rate Weighted Cost Rate
Long-Term Debt 45.00 % 8.41 % 2.88 % -
Common Equity 55.00 11.40 6.27
Total 100.00 % 9.15 % .

Note:

(1) Refer to Ms. Pauline Ahern's direct testimony.
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Revised Supporting Schedule No. 8
Page 2 of 2

This page left intentionalily blank.
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Revised Supporting Schedule No. 9

Page 1 of 1
Total Environmental Solutions, inc.
Treasure Lake Water Division
Regulatory Assessmentis

Revenues at Proposed Rates $858,678
Assessment Factors: :

PA. P.U.C. 0.004473555827 $3,841

Consumer Advocate 0.001473420785 1,265

Small Business Advocate 0.000172419378 148
Regulatory Assessments at Proposed Rates $5,254
Regulatory Assessments at Present Rates (Going-Level) (3.647)
Regulatory Assessments Adjustment $1,607
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Total Environmental Solutions, Inc
Treasure Lake Water Division

Revenues Under Proposed Rates

Number  Monthly

Revised Supporting Schedule No. 10

Residential: of Bills Rate Revenue
Minimum Charges;
314" -Monthly 23,458 $16.65 $390,575.70
1"-Monthly 24 30.89 741.36
Total Minimum Charges $391,317.06
Thousand
COutput Charges: Gailons Rate
Minimums 48,844 5
Step 1 38,799.9 $5.67 $219,995.43
Total Qutput Charges $219,995.43
Tota! Residential Revenue $611.312.49
Commercial: Number  Monthly
Minimum Charges: of Bills Rate
3/4" Monthly 349 $16.65 $5,810.85
1"-Monthly 30 30.89 926.70
2"-Monthly 120 61.47 7.376.40
3"-Monthly 10 102.45 1024.50
4"-Monthly 12 252.18 3,026.16°
6"-Monthly 24 505.93 12,142.32
Total Minimum Charges $30,306.93
Thousand
Output Charges: Galions Rate
Minimums 8335
Step 1 12,651.5 $5.67 $71,734.01
Totat Qutput Charges $71,734.01
Total Commercial Revenue $102,040.94
Number Quartery
Avatlability: of Bills Rate
Availability Customers 13,762  $9.00 $123,858.00
Total Availability Revenue. $123,858.00
Subtotal $837.211.43
Customer Penalties $18,576.18
Misc. Operating Revenues 2,890.34
Total Operating Revenue $858,677.95
2-16
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TOTAL ENVIRONMENTAL SOLUTIONS, INC.
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- hment |
TOTAL ENVIRONMENTAL SOLUTIONS 5
TREASURE LAKE WATER DIVISION

Docket No. R-00072493

Analyst: Debra J. Backer

OTS-RE4-D Provide the following information for all employees:
A Tob Title;
B.

Hourly wage or salary for 2004, 2005 and 2006 and proposed wage
afier increase;

o Frequency of pay date, for example: weekly, biweekly;

D. For hourly employees, provide the standard number of hours pcr

- week or pay period;
E.  Amount of overtime worked for 2004, 2005 and 2006.. .

Request for Additional Information: The data request seeks Wages, Job
Titles, frequency of pay date (weekly, biweekly), standard number of hours
worked, and overtime worked for 2004-2006. The provided spreadsheet had
no titles for the columns, so the listings cannot b e identified. At the very
least, the spreadsheets should be provided with the columns identified. For
what appears to be salary amounts and job titles, there is no identification of

the number of hours worked per week or any overtime worked, or any
proposed wage increases.

Updated Response: See attached.

Responsible Party: Wayne Owens




__Watar R000672403 OTS-RE-4D
- 2004
Am-Division - ’ :
THisw Name Pay DOH 2003 | Date of [ New Pay|Std. HRS] Propoked: 1C04 2004
Frequs Rats | Payiner,| Rate Par PP Pay Ovactime w2
Fatrict Manager Beatly, Jr, Adhig Blwsakly 117110981} $12.30 | Berood§ 1950 B0 |§ 26.080.00 | £ 208.25 ] & 26 855 21
Soulomanl Onscalor Bumbargss, Douglee | Bweakly | 67200108 €00 - 2.00 B3 {§ 1472000 | 8 1,765.50 1 § 70,546.48
\dmin Angt. Casg, batey Bhveakly | §7114090] $12.00 | B/B2004 1250 B0 1 25,0000 1 § - 24,912,608
IMing Bunendnor Chintestar, Lisa Lorsen | Hiweekly | 22300000 § 850 | BB2004] 5 9.00 B ] 18,72000 1 § 12.50 ] § 14.814.48
Heciiclan Hewlch, Wiliam Btweaiay | BR4004] S BSO0 | BAZD04 S 850 ) B0 ) 19760001 458475 | § 2% 419.81
Istkup Waler Opsrglor |QDonnell, Biwegkdy | 1/41991] 8 B.28 | BAA0O4|S 835( 60 ] 1820000 [ & 134109 1§ 18.768.98
Aetar toch Smyere, Richard - Bhveslkdy | 127171987 25 | Brasops| § 275 80 3 16820000 | § 212436 | § 16.424.64
Yalor, Oparator Sufm, Jr. Edward Bhweekly | 47244935) 312,00 | BOROD4] S 12,50 80 |§ 2500000 | $14,81025 ] § 38 934,01
~ [} 179,880.00 | $24,98582 ( § 184,236 24
Water H-000T 2492 OT5-RE-4.D
2008 §
" Eastern Divizion f
Titles - Nema Pay DOH 2004 | Date of |New Pay|Std. HRS| Propog sd 2008 2008
: . Frequenty. Rats | Payiner.] Rate | Per PP} - Pay Overtime w2
Hatrct Maneger Seatly, Jr. Asthuy Biweskly | 1A11891] $13.80 S 13807, 80 i3 8080001% 748.25 1% 26.8772.21
iquipmant Operalor umbarger, Dorplax | Blweakly | 642001] $ 8.00 .00 80 s 18.720.00 127500 | § 1520004
wmin Assl. . Coie, betsy Bweekty | 511/1090( § 12.50 125 80 ¥ 26,000.00 1251 | & 25,021,608
MWing Supandser Cnittentes, Lir Larsan | Biweekly | 2723198 % 9.00 .00 B0 1§ 1HI200018 28361 S 1B .47
Jecirician - IMeidch, Willam Blweskly [ 6/24/1964{ § 9.50 [ & |3 1976000 | § 572850 (% 24 454.88
is Waler Operalor {O'Donnel, Raymond | Biweskty | 1A/1691| 5 B.75 b B35 e |3 18,20000 | § 15180828 20,448 A7
eld Taeh Pamvaze, Robert Bweekly | BNV2005] § 8.00 ¢ B.oo ) 3 1864000 |$ 92400 | & #.458.42
£aier tach [Smysrs, flicherd Seweekly | 121111087 § €.75 5 675 s 1% 1620000 [ & 1850085 (3 1865266 |-
Alaslo Wadar Operator | Slarr. Michas Biweekly | 7/4/2003] $13.50 1356 80 |§ . 28,080.00 [ 8 239883 | § 1557287
Yetar Oparetor Sufin, Jr, Edwa Biweekly | 4/2411905] § 12.60 § 1250 80 |3 2600000 | 817881251 § 42.350.21
; i 21840000 | ¥32,52152 | § 216,564.09 |
Water R-00072403 DTS-RE-4-D
2006
Enstern Dhvizlon .
e Yitles Nume ! Pay OOH 2008 | Date of [ New Puy{Std HRS) Proposed 2008 2008
_ ! . Fraquency] Rate | Paylncr.| Rete | PerPP Py Overlime W2
% _Anapw Seatty, Jr, Arhar Biweekly | 114171891 $13.50 | D2520061 % 1450 80 |3 5018000 1% 57480 | % 30,407.88
‘yuinmant Opamior Bumbargal, Dougtan Biweekly | 662001 § 9.00 5 900 80 | 4 1472000 § 13500 § 174,00
dmin Asst Caga bty Blweekly | 5/11/1600} §12.50 | 2/25/2006] § 3287 | 80 |3 £6,760.60 13842 | § 25,069.24 |
ilfing Supsrdser Chittagter, Lieg Larsen 2/237e99] ¢ 0.00 52000] 5 0.50 80 16,780.00 418.24 | § 16,063.88
Tacircimy Hetsich, Wilimm Ewee Si24ags| § 950 | W06 § 10.00 B 20,808.00 48277518 24,388 08
aciup Water Operator |0 Donnal, Raymond Bavenkly | 1/3M1891( § .70 8,15 B [ 18.200,00 1.574.83 21.203.88
el Teth Penvose Robert Biwsnk 61372005] § 8, 3 8.1 B0 16,840.00 1,808,75 18.381.76
‘efar tmeh L 1Smyers. Richard Blware'] 42Nn44987)'% 875 [ 22508 5 9.0 B0 IBTABO S §7105213 18,948,72
vasta Weter Operalor _[Starr, o] By 7/472005¢ $13.50 $ 13.5) 60 28,08000 [ §_6,1854 . 34,414.61
Yaler Operator Suiin, Jr. Edward Biweakly | 4/24/1995] §12.50 12.50 &) 26,000.00 | $10,344,75 45,652,756
‘guipment Dperstor | Whaling.Dania) Bleekly | 77572008 § 12.50 51230] E0 |% 26,000,00 | §__ 440,68 12,155.89
ofaia par Ac] ol — [ 248,57040 | $38,217.78 | ¢ 248 239.24
: TL, Water Par Flling | § 86,016.00
TL Sower Par Flitin $ B8 _560.00
TL Water Caplialited | § .732.00
‘ L Sewnr Caplatized | § 9.198.00
otal pur Kate filing s 102,808.00
TL Water PerGlL [5 86,015.00
TL Sewdr Per GL 102.388.00
TL Water Copltalzad | § 2,732.00
L Sewer Capltelized | § 319800
otsf per Genorel Ledger $ __206341,00
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Administratye Satariey & Wages N ! _— o o E_W” i i j—__ - -._‘“-—'___::
;\dmmlsuuuvc Saluried Employees T Ty Tt A:__r O . "
Admassistrative - Hourly Peid Emplos 63765 S03.88{ 735126 T6BR361 1933361  zma1oe|  I8S38i  ded4dal _ U32BRSE  THMAEl 20390
Adminisirstive - Overtime - o o § T - _ ! T L8
Bnh'ng Satwriey & Wages ) B _ o ___;_j - B —‘_., .....

. ..t _: — _| ; e I 9
n.lhng__H__; Pas _  Voewizoni 304 3610 40364 327.97 -1005.01] 1938 6833
Billiog - Ovecurhe [ eiesy 703 ) 3672 TR R N B N
Customer Service Salaries & anul - ! i '
Customer Service - Sainried 601"_0_[]:-_ .-_ _ i i . — - A
Customer Service - Houry | s0tszt O} LTI PO O XS M 2 S I C 89.5)  357.44] g " I I Y]
Customer Service - Ovemime 1 sQua03i 0 T T e 1470 ) T | : T o

-~ [ o - ] o
()ga_auon: Salmu_g_\;“:sm _"__:P U B T . O —_— i e e
Opetations - Salaned — . e ! o : _ i . 0
Opersiions - Hourly Prid ' T84T 92115 11687.74 7364.85! 46 28 540512 4071.19¢ 63398 3700, 561 5655.29 667291 694, 87 ?5697 i
Operations - Qvertime T 1303, 9097 EH. 1320631 2009.51 92817 570.9 123741, 113557 1soLdab :3@.{?;E 126438 121806 12641 (448006
| 1

- S --_.__..i ...... e — e B B .
Bngineering & Complitnce Stlanied: 601601 i of 1 i R - ) 0
Bugineering & Comphance Hourly £ 601602 0 o I ] 1 L i T . . 0
Engtiecncy & Complinaee Overim| 6016031 o | E ! : ‘ R ——l ) e 0
L ! £ 10,200,98. S L244040.05 14,778.26: § 9:125.47. 1548.366 04° "S a0 8,683, 75 5' 740441 08, 11,212, 58“ 5-'7.273,70. 5 B.160.2] 5. -'9220.72 § 9,543.16 'S 115,110,972,
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Total Environmental Solutions, Inc.
Treasure Lake Sewer Division

2007 Salaries & Wages (Actual)

F.I.C.A.: .

Based on Actual Salaries & Wages
Social Security ($119,338 x .0620)
Medicare ($119,338 x .0145)

F.I.C.A.

F.U.T.A.
Payments for $7,000 or less

F.U.TA.
(377,070 x .008)

Pa. Unemployment Tax:
Payments for $8,000 or less

PA Unemployment Tax
($82,320 x .05)

Total Payrolt Taxes

Payroll Taxes

SDF Exhibit No. 3

Attachment 3
2 pages
$118,338
$7,399
1,730
$9.129
$77.,070
617
$82,320
2,058
$11,804




TREASURE LAKE WASTEWATER PAYROLL

— CAPITAL v EXPENSE
Employee Name 30440 35445 801102 601103 801302 601303 601402 601403 601501 601502 601503 Total

Belsy Case 3 $ $ 548769 § 3 - 5 - $ - S . H 1) $ $ 548769
Lisa Lacsen, 3 $ - % 0aps S $  2DB1ST 5, 4385 5 153194 § 1470 § $ -3 5 438728
Arthur Beatty 3 $ 44800 § 808400 $ $ -8 <% -8 -8 § 10,186.50 § -3 18,704.50
Raymond O'Donnell $ s - 3 - $ $ ] 3 ) s S 11,93200 3§ g0250 § 1283450
Richard Stmyers $ $ 74.24 8 s - $ % 5 $ $ s 16596 § 12528 § 365,48
Douglas Bumbarger 3 $ 1,30095 § $ $ s $ -3 $ - % 943850 § 54375 § 11.281.20
William Hettrick s $  480.67 § -8 -8 -5 .8 - % .8 $ 1147250 § 465210 $ 18.615.27
Edwerd Sulin $ - s -8 -8 s $ R | -8 S § 26420 & - s 264,29
Rohen Panvose Jr, 3 § 111600 3 . 3 - $ - s - % - 5 - 3 § 871200 & 1,38050 § 11,218.50
Michael Starr Jr, H $ 5400 3 $ $ - 3 3 - $ S $ 2667288 % 6827493 §$ 33,554.79
Dan‘ﬁelWhBling 3 3 5000 § - $ s 3 - 5 - 8 S & 1B2500 S . % 187500
Michael L. Jarrett 1 s 492,00 % - $ % - S 3 7208 % - S $ 108000 % 4800 % 2.282.08
John Coxe $ $ 1000 $ 130500 § $  {304.00) 5 - % 30400 8 3 $ (130500} § -8 10,00
Richard Fetlin $ $ 1150 §  1,30200 § % {361.00) 3 - % 36100 § -8 $ (1.382.00) $ $ 11.50
Brian Witliams $ 5 14400 5 221850 3§ $  (403.64) § (36.72) § 40364 § 6872 $ (1931501 $ $ 43200

Total 3 § 419136 $ 19,17307 S $ 101327 § 743§ 268266 § 5442 § $ 77201 § 1449008 5 11533808




RE&S0 02-21-08 TOTAL ENVIRONMENTAL SOLUTIONS, INC, PAQE 1
s O.F 8: 47 PM DETAIL GENERAL LEDGER WAYNE
ACCDUNT RANGE: Q2158 -~ 32155 DEPARTHMENT RANGE: 40000 ~ 40000
COMPANY 000400 SELECTIDNS: ACCOUNTING CYCLES: FROM 01-20046 THRU 13-200& ACCOUNT TYPE: C/L SEQUENCE: DROQANIZATIONM
Bl DEPARTHMENT ACCOUNT AMOUNT
Cv—vR TRANS DATE T1/C DESCRIPTION J/E#  BATCH  REF# SOURCE  PRIMARY REFERNCE/DOCUMENT
00600 04000 RIVIERA UTILITIES SEWER PENN 072155 TELECOMMUNICATIONS EXPENSES BECINNING BALANCE . 0O
O1—2006 0©1-19-200&8 O0A0 HASLER MAILING SYSTEMS 23471 a 1/Y 6123001 - 8170 2. 01
O1=20056 02-02-2004 0AC  TREASURE LAKE COMMUNICATI 23471 A I/v 013106 -~ 20882 34. 98
D1—-200& 02~02~200& 040 VERIZON 23471 A I/V ©11306 - 22150 287. g9
D1-200&6 02-02-2004 040 WERIZON 23471 A E/V 011306 - 22180 30, 84
01-2004 0R2-02-2006 (40 VERIZON 23471 A I/v 01:304 - 22150 s, 94
01-2006 DR-09-2006 040 ATET 23471 A I/V 011906 - t932 3s, 90
01—-2006 0OI-09-2006 OAC ATAT 23471 A L/v 012306 ~ 1932 27,91
02-2006 02—-23-200&6 040 PLATINUM PLUS FOR BUSINES 23510 A Isv 021004-AB— 14187 194, 3B
Q22006 03-02-2006 040 CELLULAR ONE 23510 A 1/V 021404 ~ 32200 18, &7
02-200& 03-09-200&6 040 ATET 23810 A I/ Q21706 ~ 1932 35. 07
02-200&6 O03-09-200&6 040 ZITO MEDIA 23510 A I/V 022706 ~ 26201 34,97
Q3-20046 03-16-2006 040 ATHT 2WS52 A 1/V 022408 - 1932 28. 09
03—-200& 03-23-2006 040 VERIZON 23552 A 1/v 031306 ~ 2W150 AL, fbb
03-20046 02-23-2004 040 VERIZON . 23552 A /v 031308 -~ 22150 2465, 86
03-2006 03-23-2006 040 VERIZON 23552 A I/v 031304 ~ 22160 31,18
063-2004 03-30~-2004 DAD  CELLULAR ONE 23552 A I/V 0315606  ~ 3200 a9. 67
03-2006 04-06-200& 040 ATHT 23582 A I/V 031906 - 1932 3:. 983
03-200& 04-06-2004 040 ATAT 23552 A I/V Q32406 ~ 1932 29,12
04--200& 04-30-2004 040 CELLULAR ONE 23590 A I/ DA1640E -~ 3200 i9.03
042006 04-30-2004 040 HASLER MAILING SYSTEMS 235%0 A 1/V s482313 ~ 8170 419. 74
04--2004 04-30-200&4 040 VERIZON 23s%0 A E/V 041306 - 22150 44 74
04-2006 04-30-2006 040 VERTIZON Q3590 A 1/V Q41304 - 22150 R73.13%
04-2006 04-30-2006 040 VERIZON 23590 A i/v 041306 -~ 22180 31, 36
04-2006 05-11-200& 040 ATHT 235%0 A I/V 041206 -~ 1932 32, 24
04-2006 05-11-2006 040 ATET 23590 A 1/v 041906 ~ 1932 29. a5
05-2006 04-30-2006 040 ZITO MEDIA 23629 A 1/V 050104 - 26201 70. 01
05~20046 06~01-200& 040 VEAIION 23629 A I/v 0513046 ~ 22150 a4, 02
05-2006 Q6~01-2004 040 VERIZON 3629 A 1/V 051304 =~ 22150 273.33
052006 06-01-2006 040 VER!ZION 23429 A 1/v 051306 - aI1so 3112
05~2006 06-08-2006 040 ATHT 23629 A 1/v 051906 - 1IR3 8. &4
05-200s& 06-08-006 040 ATKT 23429 A 1/v 052406 -~ 1932 2%, &5
05-2006 046-08-2006 040 VERIZON 23629 A I/V 051904 - 23150 577, &4
05-2006 (o~0B-200&6 040 ZITO MEDIA 23629 A I/V D53106  ~ 24201 35.00 W
06-2006 06-29-2004 040 FLATINUM PLUS FOR BUSINES 23669 A I/V 061204-AB- 146187 187, $7n Qj
06-2006 06-30-2006 040 VERIION 23669 A I/V 0&1¥04 - 22150 294, 0 :
06-~200& 046-30-2004 040 2ITD MEDIA 234547 A I/V 0462906 -~ 26201 70. 015 E’
07-2006 07-27-2004 040 RADIOSHACH 23709 A /v 071906 - 1797% 0. 0% =
07-2004 ©0B-03-200& 040 MOBILCOM 23709 A I/v 05156529 - 13350 22 88 &
08=-200¢ 08-03-300&8 040 2170 MEDIA . ’ 23747 A 1/v 080106  ~ 24201 36. B8 —
09-2006 09-14-2006 040 Z1TO MEDIA 23798 A I/V 0905068 - 24201 35. 0L, E;
10-3006 10-12-2004! 040 ZiTO MEDRIA ’ 2386% A /¢ 1003Ca ~ 26201 35. 01
11-2006 1:-16-200&6 040 ZITO MEDRIA . 23907 A [/vV 110304 ~ 26201 35 01 W
12-2004 12-07-2006 040 2170 MEDIA 23940 A Isv 31891 - 24201 s, 03 .
12-2006 12-21-2006 040 PLATINUM PLUS FOR BUSINES 23940 [ I/V 12110&4-85~ 16187 . B2.93
ENDING BALANCE 4,044, 97
. ¢
S Ly P L v e




SDF Exhibit No, 3
Afttachment 3

4 Pages
I_? 1 E'Sggledule for Insurance 2007-2008: iRemaining Bal
"' 232055 500 - 42707
" |Due Date Check # Paj Interest $ 323.250.35
i
~ Down.Payment. 47025 . $ 29.386.40 | $ 966.30 | §  293.863.95
1l 01-Nov-07] 47565 $ 29.386.40 | § 966.30 | S 264.477.55
2 01-Dec-07 48001 : 3 29,386.40 | § 966.30 | § 235,081.15
3! 01-Jan-08 48680 1 8 29,386.40 | § 966.30 | $ 205,704.75
4 01-Feb-08 49224 $ 29,386.40 | § 966.30 | $ 176,318.35
5 01-Mar-08 $ 29,386.40 | § 066.30 | § 146,931.95
8 01-Apr-08 1 29,386.40 | $ 966,30 | § 11754555
7 01-May-08 : § 29,386.40 | 3 966.30 | §  88,159.15
8 01-Jun-08 8, § 29.386.40 | $ 966.30 | § 5877275
9 01-Jul-08 (5 2938640 | § 966.30 1| $§  29,386.35
10 01-Aug-08 $ 29,386.35 | 5 966.35 | § (0.00)
]
3 32325095 | $  10,629.35 |
. i
;E i
Allocation to State by Depr, UPIS:
' Depr. UPIS
LA [ $ 6,453 601 29.85%! $ 96 505
MS $ 4,804 455 22.23%| § 71,844
NC $ 419,639 1.94%] $ 8,275
PA $ 8,779,315 40.61% $ 131,284
SC $ 1,010,509 467%| $ 15,111
TN $ 149,212 0.69%] § 2,231
; $ 21,616,731 100.00%] $ 323,250 |
|
i |Allocation to PA by Depr. UPIS:
Depr. UPIS
TL- Water | $ 1,573,975 17.93%] $ 23,537
| TL - Sewer [ § 5,736,041 65.35%] $ 85,789
BM - Water | § 983,218 11.20%] $ 14,703
BM - Sewer | § 485,181 5.53%] § 7,255 |
E $ 8,779,315 100.00% | § 131,284
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PREMIUM FINANGE AGREEMENT AICCO, Inc.
SURE STA 101 Hudson Streed, Jersey City. NJ 07302 (201) 831-5400 o {877) 1024242
DISCLg ORITY A(;rfngEr.!:gNT 80 Fine Steel, 6™ F1., New York, NY 10005 {212) 770.2000 or (877) 302-4242
AND SEC 8144 Wainut HiT L. 130 F1, Dafas, TX 75231 (214) 9322013 or (877) 9024242
2329 Allen Parkway, Suite 1300, Hougton, TX 77019 (713} 831-2006 or {B77) 2024242
1200 Abernathy Road, NE, Sufte 500, Bidg. 600, Aanta, GA 30328 (770} 671-2219 or (877) 9024242
59 High Streef, 30 7., Bosion, MA 02110 (617) 457-2841 of (877) 9024242
300 South Riverside Plaza, Sue 2100, Chican, IL 50606 {312) 553-14 10 or (877) 9024242
BORROWER [ INSURED {Ths “intured™) Accd Ho.
A | TOTAL PREMUSHS H 323,250.35) (iame, Addrass ard Terephane Numbed)
Total Environmental Solutions Inc
B | CASH DOWN PAYMENT REQUIRED ] 30.352.70| PO Box 14058
o | AMOUNT FINANCED (The Amount of Crac
Providfed to Insured or on its behalf) § 292 897.65] Baton Rouge LA 70898
E-al Adgrasc {ogtonal) 2257684477
o | FINANCE CHARGE ANNUAL PERCENTAGE RATE 7.84 o
(Doflar anount cradit will cost) H 10,629.35] (Cost of Credt figurad 2 a yoadty rats)
PAYMENT SCHEDULE
TOTAL PAYMENTS FmouriL of Tmber of Paymens T Paymam | Find Paymart
E | {Amounts which will have been paid
afar making all schaduled paymeats) $ 303,527.00 |— 22 fayment fod | Oy | My | Que Gee
30.352.70 10 { 110122007 | GB/O1r2008

SEE PAGE 3 FOR SCHEDULE OF FINANCED POLICIES

AGREEMENT OF INSURED {JOINT AND SEVERAL, IF MORE THAN ONE}
THE UNDERSIGNED INSURED:

1. In consideration of the premium. payments being financed, and if apphcabla,
down payment being advanced by LENDER fo the Insyrance companies
listed on tha SCHEDULE OF FINANCED POLICIES, or thelr rapresentative,
promfses 1o pay o the order of LENDER the TOTAL OF PAYMENTS 1o ba
made in accordance with the PAYMENT SCHEDULE ard! if applicabia, the
amounfufmydompaymafuajvmwdbyLENDEwagectbme
provisions sel forthin this Agrosment.

2. Imevocably appaints LENDER Atomeyn-Fact with fufl authorty, {n the
evenl of defaut, lo () cancel tha sad policles in accordance with the
provisions herein, (i) receive all sums assigned to LENDER and (i) execute
and dedlver on behaif of the iad all documents, fovms and notices
refating to the insurance policles ksted on the SCHEDULE OF FINANGCED
POUICIES In furtherance of this Agreement,

IMPORTANT NQTICE TO INSURED
NOTICE: 1, Do not sign this Agreement before you reed 4 or if R containg any biank
spaces. 2, You are sntitiod to a complete flsd-n-cogy of this Agreement. 3. Keep
your copy of this Agreamont to protedt your lsgal dghts,

NOTIGE: So¢ Pages 2 and 3 Additional Important information,

THE INSURED AGREES TO THE PROVISIONS
ABOVE AND ON PAGES 2AND 2

Jo-40-J7
DATE

LACCEN (o),

AGENT OR BROKER  Knay Insurance Group LLC
BUSINESS ADDRESS -
P O Box 83406

301 E Kaliste Seloom Rd

Lafayette A 70905,

TEL NOJEMAIL ADDRESS 337-233-0530

The Undarsigned Agent of Broker.

1. Represants and wamanls as follows: (a) to the besi of the.undanmigned's
kowledge and beief, the insurad’s signaturs is genuing or, 1o the exdent
parmitlect by applicable Law, {he undarsigned Agem or Broker hus been
authorized by the insursd fo sign this Agreement an their bahalf, (b} the
insyred has recaived 3 copy of this Agreement, (c) b scheduled Poficias
a8 in fill forea and gffact and the premitms indicated thesefors are comect,
(d} the insured may cancal af scheduled polides mmediately upon request,
{e) none of the Policies scheduled In the agreement are  nan-cancelable,
ad {f) the down payment as indicated In Box *B" end Instaliments totaimg

have been collected and are being retained by us. -

2. Upon cancallation of any of the scheduled Poiicies, tha undarsigned Agent or

Broker agrees -upon demand to pay fo LENDER o s assigns their
commission on any uneamed premiums applicable io the cancelled Policias,

THE AGENT OR BROKER AGREES TQ THE

PROVISIONS ABOVE AND ON PAQGE 3
DATE SIGNATURE AND TITLE OF AGENT OR BROKER




ceceecoo0800600000COCOCCOCROCCSTRERROSSSRCROROSERRRESRSRRAEY

v vt heaw s _ e suv g .
Pacs {X) .
¥ Nat Aurthorized SCHEDULE OF POLICIES {Conlinve Schedule on Attachmant If Necessary)
! See £3 below)
z g“ Tem fee Clatd
Palicy Number and Fudl Nama of insurance Company and Name and Address of Typé of Pk o Efieciive
Prefol Policy lsauing Agent or Compary Offic To YWhich Premium is Poicy & €| pa - Pooy
{tamized) X Paid and Notices ace Sant Preaim | 5 Cov | W ¥ Premims
) .
' By

Pra. i
C: Praetodan Spacigity Ineurance Co INM -0 25.00{ 12 16/0172007 23,552.00
P: Deap South Surplus Genaral Agency Poficy Fep 2.000.00
State Ta ) 1.277.60
C: Redland Insuranca Company AUT 0 0.00 12 1040172007 49,192.00
P: Daep South Surplus Genaral Agency Policy Fae 2,500.00
C: Amarican Intl Specialty Lns UMB 0 26.00| 12 100172007 23.209.00
P CRLC of Loulslana Stata Tay 1,160.45
C: Prastorian Spadalty Insurance Co ALIT:0 2500} 12 100172007 103,684.00
P: Ceep South Surplus Genaral Agency Policy Fde 3,000.00
i Stato Tay 533.20
C: Hudson Speciatty Insurance Co GNL 0 25.00( 12 1070112007 50,778.00
P: Freberg Environmenai Palicy Fea 4£50.00
Stata Tag 2.561.40
C: Calumbla Casualty Company D3O 0 2500 12 10/0112007 9,004.00
Stata Taj 454.70
Brokars Kao : 45.000.00

P(AR=ASSIGNED RISK), (A=AUDITABLE), (LS=L0SS SENSITIVE) TOTAL NS . 256 35
’ {Record in "A) et

ADDITIONAL REFRESENTATIONS & WARRANTIES OF BROKER OR AGENT

3. Warants thal this is the authorized Policy issuing agen of the insurance compankm or the broker placing the coverage direclly with the insuranca company of ak the
Policies scheduled axcepl those indicated with an "X above,

4. Warants that there are no policies cluded In this Agreement which are subject to audil, repart of valves, refrospective rafing, or minimum samed premium, wxcop!
as indicated below, and that, if thera are any, tha depasit or pravisional pramium thereon i not less zhan the anticipaled premium to be eamed for the Ul term of the ™
palicy. -

Policy No{s): . Minimum samad pramium, if any: §

5. Warrants that there are no sssigned risk poficies in the Schedule of Policfes excapt as indicated in the Schedule of Pelicles.

6. The Agent or Broker wil hokd In trust for LENDER any payments made or credited t the insured thruugh the Agent o' Broker  direcly, Indirectly, achmaly or
constructivaly, by any of e insurance ccmpanles fisted in the Schedule of Policies and wil pay the mores i LENDER upon demand to satisfy the then cutstanding
balance hersunder. -

7. The Agent or Broker wil d‘J)rnmplly rotify LENDER I writing if ury lnfonnahon on this Agreement becomes inam,uata .

8. &:r;ants h‘n!allng:d infarmation conceming thaWammawmmhmbmdhpwmmmhemwmmhas

disclosed to oy,

9. TheretsnolnmqmmyPoﬁcymalwou!d reguire Lender i rnmyorgemecomﬂofmymnmywetfedwmlatbnolmmucy

(<]
wecE 2oy Pige 3o 3
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SDF Exhibit No. 3
Attachment 6

19 pages
Total Environmental Solutions, Inc.
Treasure Lake Sewer Division
Rate Case Costs
Invoice
Company Date Amount
AUS Consultants 08/06/07 $3,185.00
AUS Consultants 09/07/07 6,232.50
AUS Consultants 10/12/07 5,290.00
ALUS Consultants 11/Q7/Q7 11,669.50
AUS Consultants 12/05/07 2,292 .50
AUS Consultants 01/08/08 4.629.75
AUS Consultants 02/06/08 2,525.00
AUS Consultants 03/06/08 2,678.29
AUS Consultants : 03/06/08 6,315.00 *
Hawke McKeon & Sniscak LLP  11/28/Q07 5,308.25
Hawke McKeon & Sniscak LLP  12/31/07 1,138.35
Hawke McKeon & Sniscak LLP  01/28/08 3,812.90
ngke McKeon & Sniscak LLP 2/29/08 8,130.63
Faulk & Winkler LLC 08/11/07 915.00 *
Faulk & Winkler LLC 10/01/07 795.00 *
- Faulk & Winkler LLC 10/18/07 1,192.50 *
Total $66,110.17

* Charges were split 50% to water and 50% to sewer.




GARY D. SHAMBAUGH

Dol & Daeir

AUS CONSULTANTS

August 6, 2007 AT s

Mr. William Schoening, CEQ

TOTAL ENVIRONMENTAL SOLUTIONS
1824 Ryder Drive

Post Office Box 14056

Baton Rouge, LA 70898

RE: NEW Ref. No. 12-0189
Treasure Lake (Sewer) Rate Filing

Dear Mr. Schoening:

Please find enclosed our invoice in the amount of $3,185.00 for professional
services and/or expenses incurred and rendered from July 1, 2007 through July 289,
2007 relative to the above referenced project.

Charges included in this invoice are outlined on the attached billing summary.

Upon your approval, | would appreciate you placing this invoice in line for payment at
your convenience.

Sincerely,
Gary D. Shambaugh

GDS:sm
enclosure



September 7, 2007

Mr. William Schoening, CEC

TOTAL ENVIRONMENTAL SOLUTIONS
1824 Ryder Drive

Post Office Box 14056

Baton Rouge, LA 70898

RE: NEW Ref. No. 12-0189
Treasure Lake (Sewer) Rate Filing

Dear Mr. Schoening:

Please find enclosed our invoice in the amount of $6,232.50 for professional
services and/or expenses incurred and rendered from July 30, 2007 through August 26,
2007 relative to.the.above referenced-project-. - - = - oo o e e

Charges included in this invoice are outlined on the attached billing summary.

Upon your approval, | would appreciate you placing this invoice in line for payment at
your convenience.

Sincerely,

Gary D. Shambaugh

GDS:sm
enclosure

GARY D SHAMEAJGH
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ALS CONSULTANTS




GARY 0. SHAMBAUGH
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Qctober 12, 2007

Mr. William Schoening, CEO

TOTAL ENVIRONMENTAL SOLUTIONS
1824 Ryder Drive

Post Office Box 14056

Baton Rouge, LA 70898

RE. NEW Ref. No. 12-0189
Treasure Lake {Sewer) Rate Filing

Dear Mr. Schoening:

Please find enclosed our invoice in the amount of $5.290.00 for professional
services and/or expenses incurred and rendered from August 27, 2007 through
September 30, 2007 relative to the above referenced project.

Charges included in this invoice are outlined on the attached billing summary.

Upon your approval, | would appreciate you placing this invoice in line for payment at
your conventence.

Sincerely,

%7&%%4?1

Gary D. Shambaugh

GDS:sm
enclosure




GARY D. SHAMBAUGH
= Ia s Daege

AUS CONSULTANTS

November 7, 2007

Mr. William Schoening, CEO
TOTAL ENVIRONMENTAL SOLUTIONS

1824 Ryder Drive
Post Office Box 14056
Baton Rouge, LA 70898

RE: NEW Ref. No. 12-0189
Treasure Lake (Sewer} Rate Filing

Dear Mr. Schoening:

Please find enclosed our invoice in the amount of $11,669.50 for professional
services and/or expenses incurred and rendered from October 1, 2007 through October
28, 2007 relative to the above referenced project.

Charges included in this invoice are outlined on the attached billing summary.

Upon your approval, | would appreciate you placing this invoice in line for payment at
your convenience.

Sincerely,
Gary D. Shambaugh

GDS:sm
enclosure
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Mr. William Schoening, CEQ

TOTAL ENVIRONMENTAL SOLUTIONS
1824 Ryder Drive

Post Office Box 14056

Baton Rouge, LA 70898

RE: NEW Ref. No. 12-0189
Treasure Lake (Sewer) Rate Filing

Dear Mr. Schoening:

GARY . SHAMBAUGH

ne S Gaeno
AUS CONSULTANTS

S

tem s A
R e R

December 5, 2007

Please find enclosed our invoice in the amount of $2,292.50 for professional
services and/or expenses incurred and rendered from October 29, 2007 through
November 25, 2007 relative to the above referenced project.

Charges included in this invoice are outlined on the attached billing summary.

Upon your approval, | would appreciate you placing this invoice in line for payment at

your convenience.

Sincerely,

ﬂ,.zf& ,ﬁwé..ji

Gary D. Shambaugh

GDS:sm
enclosure
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GARY D. SHAMBAUGH

Tuns o3 & Desgr
AUS CONSULTANTS

A Lvain ewih & Sw0 17O

January 8, 2008

Mr. William Schoening, CEO

TOTAL ENVIRONMENTAL SOLUTIONS
1824 Ryder Drive

Post Office Box 14056

Baton Rouge, LA 70898

RE: NEW Ref. No. 12-0189 _
Treasure Lake (Sewer) Rate Filing

Dear Mr. Schoening:

Please find enclosed our invoice in the amount of $4,628.75 for professional
services and/or expenses incurred and rendered from November 26, 2007 through
December 30, 2007 relative to the above referenced project.

Charges included in this invoice are outlined on the attached billing summary.

Upon your approval, | would appreciate you placing this invoice in line for payment at
your convenience.

Sinhcerely,
%«U& /éa.&j(
Gary D. Shambaugh

GDS:sm
enclosure
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February 6, 2008

Mr. Witliam Schoening, CEO

TOTAL ENVIRONMENTAL SOLUTIONS
1824 Ryder Drive

Post Office Box 14056

Baton Rouge, LA 70838

RE: NEW Ref. No. 12-0189
Treasure Lake (Sewer) Rate Filing

Dear Mr. Schoening:

Please find enclosed our invoice in the amount of $2,525.00 for professional
services and/or expenses incurred and rendered from January 1, 2008 through January
27, 2008 relative to the above referenced project.

Charges included in this invoice are outlined on the attached billing summary.

Upon your approval, | would appreciate you placing this invoice in fine for payment at
your convenience.

Sincerely,

Gary D. Shambaugh

GDS:sm
enclosure




GARY D, SHAMBAUGH
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A4S CONSULTANTS
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March 6, 2008

Mr. William Schoening, CEO

TOTAL ENVIRONMENTAL SOLUTIONS
1824 Ryder Drive

Post Office Box 14056

Baton Rouge, LA 70898

RE: NEW Ref. No. 12-0189
Treasure Lake (Sewer) Rate Filing

Dear Mr. Schoening:

Please find enclosed our invoice in the amount of $2,678.29 for professional
services and/or expenses incurred and rendered from January 28, 2008 through
February 24, 2008 relative to the above referenced project.

Charges included in this invoice are outlined on the attached billing summary.

Upon your approval, | would appreciate you placing this invoice in fine for payment at
your convenience. )

Sincerely,
Gary D. Shambaugh

GDS:sm
enclosure
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AUS CONSULTANTS

153 Ganher Drive, Suile A
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March 6, 2008 seherm@lausng coat

Mr. William Schoening

Chief Executive Officer

Total Environmental Salutions, Inc.
1824 Ryder Drive

P.O. Box 14056

Baton Rouge, LA 70898

Re: Total Environmental Solutions, Inc. — Treasure Lake Water Division
Total Environmental Solutions, Inc. — Treasure Lake Sewer Division

Dear Mr. Schoening:

Enclosed please find our billing for services rendered through February 29, 2008 in connection
with the above-mentioned cases.

I believe the invoice is seif-explanatory and would appreciate it if you would place the enclosed in
line for payment.

Best personal regards.

Sincerely,

-,

N\

) u.n.__,Q,\_ VA

Pauline M. Ahem
PMA/s

£nc.



i Invoice Number 106769
' invoice BGate March 04, 2008
Al | S PO umher
% Contract ROR
_'—'__'————- Projecc 13-l

fage 1
AUS Consualtants, Inc. incorporated F100 22-1943906
153 Gaither Drive, Suite A WwWW, duSinc. com
Mt. Laurel, NJ 08054 Consulranc:
B3¢ 234 9200 PAULINE M. AHERD

PAHERNBAUSINC. JOM

William Schoening

Tcotal Enviren. Solutions, Ing.
1824 Ryder Drive

PC Box 14056

Baton Bcouge, LA 70898

Professional Services 12,630,00

Invoice Total 12,630.00

Please make check payable to:
AU3 Consultants
155 Gaither Drive, Suita A
Mt, Laurel, HJ 0BO54

Invoice due upon presentation

70TESOI

900880




Emplover [.D. #22-1943906 Incorporated

March 6, 2008
Job No. 13-0173

TOTAL ENVIRONMENTAL SOLUTIONS, INC. -
TREASURE LAKE WATER DIVISION
TREASURE LAKE SEWER DIVISION

For professional services rendered in connection with the
preparation of a rate of return study, direct lestimony and
accompanying financial exhibit for each division

For professional services rendered in connection with responding
to Staff data requests OTS-RR-6 through OTS-RR-9 for each
division. Aggregate time spent was 3 hours at $210 per hour

TOTAL

$12,000.00

630.00

ALS COMSULTARTS

155 Gaither Drive, Sulz &
Mi Lzurel, W) D8OS4
856 234 5200 » Tal

55 224337 - Fax
WYAN AUSING COM
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12/12/2887 28955 3142713838 . TESI FaGE  id
HAWKE McKEON & SNISCAK LLP @
P.O.Box 1778
Harrisburg. PA 17105
Phone: (717) 236-1300
Pax (717) 2364341
EIN: 23-2194794
Movember 23, 2307
Invoice # 40351
Matter ¥ 720-C0000G13
. Total Environmantal Seiuzions, Iaz. (TEST)
i ATTN: %illiam Schoening

487 Treasure Lake Mini Mall #d
DuBefi3, PA 15801

RZ: TESI Trs=aszure jLakes Jawar Rahka Case

For Services Renderei Through Jctober 31, 2097

Curcent Amcount Due 3,308.25
Total Balance Dus 5,308.23
o Ty
DEC 15
7

PAYMENT DUES WITAIN 20 DAYS JROM PECETET OF 2ILL
PLEASE RETUT THIY PAGE YITH YOUL. PAYMENT

!
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HAWKE McKEON & SNISCAK LLP
P.0O.Box 1778
Hermisburg, PA 17103
Phone: (717} 236-1300
Fax (717) 236-484]
EIN: 23-2194794

Decexbar 31, 2007

Invoice 3 40584
Matrer ¢ 720-06000013
Tatal Environmental Sclustiors, Inc. (TESI)
ATTN: will-aw Schoaning
487 Treasuvre Lake Mini Mall #4
OuRois, PA 15501 -

RE: TESI Tresszurs Laxes Sawer Rate Case

For Servicey Rendeared Through Naovembar 30, 2007

&
Previous 3alance - PLIASE DISREGARD If PRID 5,308.25
arrant Amount Due 1,128,353
Tozal Balance Cua 6,446,60
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EATMENT DOE WITHIN 20 DAYS EROM RECEIPT OF BILL
PLEAST RETURN THIS PAGE WITE YOUR PAYMENT




HAWKE McKEON & SNISCAK LLP
P.O. Box 1778
Harrisburg, PA 17103
Phone: (717) 236-1300
Fax (717} 236-4841
EIN: 23-2194794

January 28, 2008

Invoice § 410559
Matter § 720-0C000213
Total Environmental Solutions, Inc. (TESI)
ATT!: William Schoening
487 Treasure Lake Mini Malil 4
DuBeis, PA 15801
RE: TES1 Treasure Lakes Sewer Rate Case
For Services Rendered Through December 31, 2007
Previcus Balance - PLEASE DISREGARD IF PAID 6,446.60
Payments Received «5,308.25>
Balance Feorward 1,138.35
Current Amount BDue 3,812.90
Tetal Balance Due 1,951.2%

PAYMENT DUE WITHIN 20 DAYS FROM RECEIPT QF BILL
PLEASE RETURN THIS PAGE WITH YOUR PAYMENT




HAWKE McKEON & SNISCAK LLP
P.O. Box 1778
Harrisburg, PA 17103
Phone: (717} 236-1300
Fax (717) 236-4841
EIN: 23-2194794

February 29, 2008

Invoice # 10929
Matcter § 720-0000013

Total Environmentcal Solutions, Inc. (TESI)
ATTM: William Schoening

487 Treasure Lake Mini Mall {4
DuBcis, PA 15801

RE: TESI Treasure Lakes Sewer Rate Case

For Services Rendered Through January 31, 2008

Previous Balance - PLEASE DISREGARD IF PAID 4,951.25

Pavments Recelived <1,138.35>

Balance Forward 3,812.90

Current Amount Due 8,130.383
Total Balance Due 11,943.513

PAYMENT DUE WITHIN 20 DAYS FROM RECEIPT OF BILL
PLEASE RETURN THIS PAGE WITH YOUR PAYMENT

202000000000
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CPas » Businens advivery » Wealth Munagen

4311 Jefror; Highway. Baton Rovge, Lowinana 70506 -y »?/@/
2251927 451) "

August 11, 2007

Total Environmental Solutions, Inc.
1824 Ryder Drive
Baton Rouge, LA 70808

Assistance provided conceming Pennsylvamia rate filling regarding information

request, including review of general ledger to reconcile with audited balances S 1,550

Assistance provided concemning stock issuance to SLECA 280

/8 G40 e
Recap ofhgurs ) — .
TIL 1.5 W

CGW 13.5 (i{,}"
18 635 e
e T > >
Total 15.65 — e
pOSTED 0
=
AUG 1 4 2007
BY:;

RE: 5820131

RA200758201MA081107 doc




i 300 SRAT e Lan —eay
Mieo 19 J06D piiLlay TrU g, o

333 By,
N% 44437
6811 Jefferen Highwax Bama Rouge Lowsiana 70806
225927681 457
October 1, 2007 P $930
]

Total Environmental Solutions, Inc.
1824 Ryder Dnve
Baton Rouge, LA 70808
Asgistance provided concerning Pennsylvania rate filling regarding information

request, including review of general ledger and various other requests N 1,260
Assistance provided concerning stock issuance to SLECA 330

2]
Recap of hours ' @ o (96
TIL . / :

2.2
CGW 10.6

Total _12.8 _ ]}

RE: 5820131
RA2007V5820 A 100107 .doc
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: N2 5583 53
Ne 44584
6311 Jfeson Highway, Batn Rouge, Louisizna 70806 ,Dq
(225} 9276811 : o
L
Qctaber (9, 2007 !
S
Totel Environmental Solutions, Inc. _
1824 Ryder Drive L
Baton Rouge, LA 70808 . ‘
Billing conceming assistance provided concerning Pennsylvania rate filling
regarding information request, including review of generat ledger to reconcile
with audited balances and annual PA report $_ 2385

Recap of hours

s 3.95 /gé Hor )//5ﬂ;,
CGW  __18.75 7»/'J ﬂ/V /
Total  _22.70 //?/M

PESTED

RE: 5820131
RAZ007\58201NC101907.doc




L) ] ™y 0 o -~y -y e}
F reo G- "O—iaT7 TOTAL ENVIRONMENTAL SOLUTIONS, INC. PAGE a1
& G+ i1l B DETAIL GENERAL LEDQER WAYNE
ACCOUNT RANGE: 40300 -~ 995995 DEPARTMENT RANGE: ALL
COMPANY  D0L0aLE EECERCY TONS ACCOUNTING CYCLES: FROM 01-200& THRU 13-200& ACCOUNT TYPE: G/L SEQUENCE: ORGANIZATLOM
cu DERMARTHENT ACCOUNT ARDUNT
el TRANE DAFE T DEGSCRIPTION J/E%  BATCH REF#% SOURCE PRIMARY REFERNCE/DOCUMENT
OUUELY  CaBODBL  KIVIERS UTILITIES SEWER PENN 092125 JANITORIAL BEGINNING BALANCE -0c
12008 1 -a7=2006 930 A=) JANITORTAL 235907 A /v je218 - 158 80. 38 ::[:f
ENDING BALANCE 803. BO
WC0LD0 Vo000 RIVIEAA UTILITIES SEWER PENN 092130 MEALS EXPENSE BEGINNING BALANCE . 00
CU=200¢ O4--06-200c 040 PETTY CASH 23552 a 1/v 033106 - 3150 30, Q0 fj'
: ENDING BALANCE Q0. 00 _f.
GOEQD OsLO00  RIVIEKA UTILITIES SEWER FENN C%2135 OFFICE SUPPLIES & EXPENSES BEGINNING BALANCE . 00
01--20006 91~1ﬁ—200¢ 040  WORKFLOW 23471 A 1/7v 130128468 —- Z3a30 *58. 35
CI=-200~ 01 -26-2004 0a0  FETTY CADH 23471 A 1/ 011706 - 3150 S8. 974
w1 =RGOG G2-16-2006 040 OFFICE DERQOT 23471 A 1/¥ 317520497- 14700 195, 35
Q1 =200a  0X-16-000s 004G DOFF[CE DEPOT 23471 A 1/v 317530457- 14700 £3. 97
bu- 2006 04-02-200a  0aC  OFFICE DEFOT 23510 A 17V 3ROA11685- 14700 0. 94
OE-200s  03-02-2004 040 US FOQL SERVICES 23510 A 1/¥ 23142426 ~- 20980 195,12
C3-2W00e 03-16-200&4 046 OFFICE DEROT 23852 A 1/V 3R5408488— 14700 165, 24
03-2006 UL-23-200¢ D40 FETTY CASH 235582 A 1/v 031408 - 3150 17.74
GH-250a  05-22-3006 040 PETTY CABH 23552 a 1/¥ 031406 - 3150 50. 00
UU~200&  N3-DU-200c 040 LABUE PRINTING 2582 f 1/V 13038 - 12075 201. 77
Ch-206e  UB-2G-2008  DIH PETTY CASH 23552 A 1/V 03R204 - 3180 74,19
LI 2006 G4-06~200& 4G 21TO MEDIA 23552 A 1/8 Q3300& - 24201} 70-07
042006 04-20-2000 040 JETSY CASE 23550 A 1/V 041104 - 3150 63, 54
04-200&6  GA-2G-2004 G40 HABLER MAILING SYSTEMS 22550 & 1/V 4503987 -~ B170 9. 01
05-2006  U5-QE-2006 040 HETSY CASE 23429 A 1/V 05180& - 3150 8. 44
9;-2oqn 05~25-0006 040 OFFICE DEPDT 23429 A 1/v 335223954- 14700 RE7T. B4
W9-200s  06-0B-200a 0A4C (FFICE DEPQT 235B% A I1/V 33&6010226- 14700 . %5 99
On-4006 LE-I%-200e 047 DBETSY CASE 2346465 A 1/V 042006 - 3150 19. 28
QY -2006 O7-R0~200&4 040 BETSY CASE 23709 ' 1/¥V 071806 - 2150 ?4.1?
97—900= 97—90—209b 0aC  OFFICE DEPDRT 23707 A 1/V 341778284 14700 218:07
: uf-fg-foub 03C  OFFICE DEPOT 23709 A 1/¥ Q41778285- 14700 19. &0
H¥ -3¢ U7- 262004  Ga0 UE FDOL SERVICE 23709 A I1/V 2W221686 - 20950 28%9. 65
Lo=Woien,  GA-JU-200& 040 RODAN INC 23709 A I/V 1000% - 18260 334, BO
0B8~200& 03 31-200s  04C  QETSY CABD 23749 A 1/V 0B2404 - 3150 3. 16
DB-2005  08-31-200s 040  WORKFLOW 23749 A 1/v 13168370 ~ 23430 975, 5B &
U82C0&  09-07-2006 040 OFFICE DEPOT 23749 A I/V 34B1Sa117— 14700 &2. 78 z %
0‘~:oo¢ o ;4 :409 i UFFIEE DEFOT 2374% A I/V 34B154118- 14700 14,33 BB om
. ?_: _ .—anrooc 04t DFFICE DEPOT 23798 A 1/V 348154114~ 14700 153,17 S =
LU 2006 10-39-%006 040 MASLER MAILING SYSTEMS 23845 A 1/¢ 7204750 - B170 oL = 3 =
}3:;282 :g:fu:QOOo C40L OFFICE DEPOT 23B6% A 1/V B56781442- 14700 149,57 § g g
200 T6-2006 ©a0 DFFICE DEPOT 23865 A 1/V 356781443~ 14700 103, Be “w s
1020086 11-09-200&6 040 WILLITS COPIERS 23845 A 14V 22783 ~ 23409 104, 50 ~ é
:Ewsooa i1-16-2006 QA&  BETSY CASE 23907 A 1/v 110805 -~ 3180 74‘70 .
1f~xoq§ of~::-aou7 MJE  ACTRUAL OF 200& EXPENDITU 448 51%8%9 M 989'77 -
li—§°9? 1i~a1«?005 040 pFFICE DEPQT : 23940 A 1/V 362413048~ 14700 242,16
12207 % 12-31-200& 0AC  OFFICE pEPOT 23949 ) A I/V 3467554293- 14700 244, 20-
e - ENDING BALANCE &, 049, 59
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LAt ENVIRONMENTAL SOLUTIONS INC.

PO.BOX 14056  BATON ROUGE, LA 7CAS8-4056

mo.eeua ; R MFOlCEDATE V'f-_casmumono ‘ c.qeonuaeomoum gw”j’fj’fjf{:f:f
171744531 12 14-09 OFFICE DEPUT 2821, 52 ,
30999 60210 wv2B2l. 62
171744541 |12-28-05 OFFICE DHPOT &4, 19 ‘/
% 30999 60210 5419
17530497 L 112—-14-05

) 75304972,,4— 14-05

. X AT A
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390. 72
57%3__%—@// .
<~ 5U000 92135 J95. 3
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57000 —ogras @/
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. - O
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ORIGINAL INVOICE £

Offic ACCT -31A FEDERAL 10: 59-266395%
) : PO BOX 6027

- DEPOT i ™ YRV CETORRERIUREER

317530497 - 001 2
: i i e PATRENTZB L7 !
12/14/2005 01/13/2006 .

BILL TO: SHIP TO:

TOTAL ENVIRONMENT SOLUTIO
487 TREASURE LK
ATTN: ACCYS PAYABLE DU BOIS PA  15801-9035

» o
2 YOTAL ENVIRONMENT SOLUTIO
J § 1824 RYDER OR
n BATON ROUGE LA 70808-4132
i
TP PN P AP P Y 1 AT [ P | T A PR A A PR L RENLT TO: OFFICE DEPOT
0 P O BOX 433211
. . CINCINNATI OH 45263-3211 O
R CLBUNEZRURBE R ACLOUR A RANAER L R L O b e B ORD E R RUNBE R OROER HATEZ TSN IPUEDLBATE LT .
& 37741962 BABES, GREG [ SSYTREASURE _ |317530497-001 | 12/09/2005 [12/13/2005
AL HASE CORUER R A A L RDENE G By ADE L YER BB A0 m s o e DEP AR ENE R L v )
® T e seans
e ¥ i~
® - J%’{:
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@ 14 |ooow17179 BINDER,DP, PSED,9.5%11,LEL EA 6 4.060 24.36
55112 Y -] 1}
@ . o
® 15 | 000141844 BOARD,ARCH,RASONITE,LTR,9 | ea 1 4.550 4,55
83123 1 1 o
o 16 | 000860215 PAPER, ADD, 2. 25K150,1PK, wH EA 12 .570 6.84
® 87905 EA 1 12 0 :
S
® ‘ qg1;7217 & 3
™ R | A
® P ’ NON O
ot vint | F4700) b prmon (i
Accrly | | 54000 A
o B 0000 \i
. Prices Checkkd Byj ¥
W -
. Paymeﬂ t Approved By: : .
. Pay By[Dué: S T . - N
. t+ paltial shipment . balapce of order will be delivqred chantely b
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BILL TO:

ATTN: ACCTS PAYABLE

TOTAL ENVIRONMENT SOLUTIO
1824 RYDER DR

BATON ROUGE LA 70808-4132
I'IIII“!"Ill‘l"lll!llllllllll""ll”“llllllllIl!lllllll”

o 105

ORIGINAL INVOICE

FEDERAL ID: 59.2663954

TIuYR§CEfORDER NUNBERT [ ANQUNT  bUE 7]
317530497 -002 ) 107.93

ELRYATEEE0A

12/14/2005

TR RASSEANT
Net 30 Days

SHIP TO:

TOTAL ENVIRONMENT SOLUTIO
487 TREASURE LK
bU BOIS PA 15801-9035

REMIT TO: OFFICE DEPOT
P O BOX 633211

04 0004676688
09106

COR,0D,52X,100-PK,SPINDLE

S—
RECEIVED

WONRO : CR]

CINCINNATI OH 45263-321%

[N CERIN T RURBEREIAGCOURY - BANRGER A R RO A it [F0ROERZDATEZTSHIPFEDZRATY
37741962 BABBS, GREG ] 487TREASURE 317530497-002 | 12/09/2005 |12/13/2005

R AR RO R RS e RO R e VT e R F N ER D T o TP EP AR RN F 0 s
G T P A T P N ]
s e e
P o b e 5.0 ‘_:'._:.:(f 5 02 TR > ;5 i ;'{;,“_'wc V,AQ "’/‘::.{f-'o’”""' ‘?;4_%%‘
.ﬂ‘/’% I RARIE LD % ALUT % v’ig? wpRye 0l R S
£ i /“ ,,% .-9.? ’{&’éﬁ:%&"%f/ L i;, ’i’f‘; 5 :;z,”r-'%;}f: R /,&:gj‘%r.o{’fgﬁ: %}{?I i ?i’f‘{;{f

13.940 101.82
Y 3 o] .

-~y

-~ POSTED

014248000393

ACCT[PERIDD

FDIT
(2-110-0 5

Payment Approved
Pay By Due:

DEC 2 7 2009
EI_:——-’“--'—"—""EEE.E'—s
P/ i
ving_{&4 10D
ACCT.#
Prices Checked By:




v

ITAL _ENVIRONMENTAL SOLUTIONS, INC. PO.BOX 14056  BATON ACUGE. LA 7CA98-4056 i
T NVOKGENO, | | INVOCEONTE | . GREDIT UEMONG. | - CREDITMSMO MAOUKT | - {4 TGRGSS AMGLNT 7L
00546911 P1-11~06 { OFFICE DEFOT 40. 82
7799 92135
104116851 P1-11-06 | OFFICE DE%QT 121. 88
5700 e
(:’Zﬁooo 92135
129839971 P2-01-0& | OFFICE DE}GT — RGO,
44899 92135
130331862 P1-25-06 | OFFICE DEPOT 51, 88
NRSY 92135 i
134084552 I2-21-1L IT0.ee DEPOT 235, 36 ] :
133836331 j02-01-06 | DFFICE DEPOT ﬁgigaggau;:f(ﬁ‘d)i ABl Se. 96
199 o) BYo. L
AK’3L342 2=01-0 FFICE D aT s 97 A G
y FASE QET, B CASHING CHECK TOTAL NET AMOLINT
PR CTRRTEH ™ CONT INUED &




Office::
) PO BOX 6027
DEPOT G

BILL TO:

ATTN: ACCTS PAYABLE

v TOTAL ENVIRONMENT SOLUTIO
1824 RYDER DR
BATON ROUGE LA 70808-4132
lIlllI]IIllill]l]llll'll'llll!llll"lIIII“lllll]llllllllll"l

I

Ry

o1 0o03ITI2
1xoma

STAMP,XPL NBE2 VERSADATER

0z |o000317121
1XDNE

STAMP,XFL. N82 VERSADATER

PIO

v [

ACCT# _|

EA 1 57.4%90 57.49
Y 1 ]

EA 1 57.490 57.49
Y 1 0

ORIGINAL INVOICE

FEDERAL [D: 59-2663954

PAYRENT DUET
02/10/2004

Net 30 Days

SHIP TO:

TOTAL ENVIRONMENT SOLUTIO
487 TREASURE LK
bU BOIS PA 15801-9035

REMIT To: OFFICE DEPQDT
P 0 BOX &33211
CINCINNATI OH

FASHLE PED DAY E nr:
01/19/2006

45263 -3211

01/05/2006
DECLYERED Y GRS PEPA

320411685-001

YanL b

0STED

Prices Chec}

Payment Approved By:

e S—

e
I;{}E\r—\r-u‘<
— O R

Fay By Due

JAN 1 7 7004

{80NY T21-AR0? .

For ACCOUNT aue<tinnet. eall

Came ADAED Atimmwicmr




JTAL ENVIRONMENTAL SOLUTIONS! INC. ¢ FO.BOX 1456 BATON AOUGE, LA 708564055
7 Ruoketo. | | - wdeonre | ‘oneofusiong. | cneormusiomidinT ¢ | < Gnoss e
H42424 n2-02-06 | US FOOD HERVICES
! , 570 >
/ noc 22135 195. 12
4 @ e e
-
L
NON-NEGOTIABLE
o,
'LEASE DETACH BEFQRE CASHING % TOTAL NET AMOUNT
¢ eHeaK 035757 E"ﬁ AI L E D agg 25 ] O
Q
(
(.
: Sigers .- S -
i
o LECI
TOTAL 305.94

Questions please contact:

| Ruffin, Mgr. Of Purchasing

Box 4037, Houma, LA 70361
876-6880 * (985) 851-0376 Fax

+

S
Complete Order bﬁusf%)e Shipped
Before

ery within SPERE@E lVED

ices, Bills of LacirigB Pdckegi)fte.

15 stated on the reverse.

CURRENT

'

4 v

e TESHBUBEIS, PA

bé? ‘of Purcff'}iéjﬁsj“"




]
_J
D .
D - e / ‘R
P.0, BOX 632
D ALTOONA, PA 16601 'TONS, INC.
) PH: (800} 252-383% - '0898-4056
) ALL REMITTANCES PR, 0 Fax
» 8210906 £ ORDE o 4
= e EORDER N? 18589
D :! FEB 14 2006
D t Ldblddaldlendibdedbontiaddiliddinbadbil 487 Lok
“TOTAL ENV SCLUTION Sa5Ure e Minimall 4
® o7 Treasuee ke TESI-D UBGHS, PA Duboise, PA 15801-9010
& C DU BGIS PA  15801-9035 1
® TEHMS Bl -WEEKLY STATEMENT DUE DATE
o LT d E : 2 & Ypaat et S S A S R R L
® /’02/06 23142426 390?5 DO 00 390?5 ccount
€ I Number
& Unit Price | Total Price
Fachiterm | E e
| 19785 jm"frg"zso
® 17.16 88.680
_ 4530 90.40
® C ' 0.00
. PO NONPO “7 CREDIT 0.00
-t virly M%_Amrrmon o : OJ-O(.Q ; 0.00
® ACCTH [ dir35) 2/ : 0.00
® 210006 | FCRES .. 000
Tricks Checked iBy: EZ} U— : Q.00
o Payment Approved By: ; - ggg
. i"ay By Due: £ - . )
e 0.00
0.00
o .
® 5 Freight 16.00
. Tax 164.4
® _ TOTAL 305.94
o yl i |luestions please contact:
PBQQTED Ruffin, Mgr. Of Purchasing
[ ] Y Jox 4037, Houma, LA 70361
. { 876-G880 * ({985) 851-0376 Fax
o Complete Order Mﬁﬁi Shipped
d Before
® :ry within spefRELGHEIVED
e N
ces, Bills of LadnipB Pdc@igiiRete.
. ; stated on the reverse.
- ; ONMENT/EQMEM@@S PA .
@ RRENT{
. i /
[ ; : : jer of Purchasang
@ 390 39025
L]

e e



JTAL ENVIRONMENTAL SOLUTIONS, INC.

- am

 PO.BOX1an55  BAT N ROUGE. LA 708984055

N0, | prileepare <% Creb iMoo, | - Chcorm weno it - |
240214141 {02-15-0&1{. OFFICE DEPOT J 54, 54 55. 54
&00 39000 '/éé. 54
254884881 |02-15-0&| QFFICE DHPOT 330. 52 330. 52
54000 92135 )
s 000 2135 JAS. 26
260897921 [Q2-15-06| QFFICE DHPOT I g2, &£80. 05
’ 199 92135 680, 05
241040971 |[02~15-0&6) OFFICE DéPDT 259. 47 Y 259. 47
Ag92 9213% 259. 47
261054811 [02-15-04( OFFICE DEPOT 72. b? 72. 47
. ’ B(ZJ??‘? o =
262051581 |02~15-046| OFFICE DEPOT ;E ADL 3. 48
199 g 3. 48 ]
3 TOTAL NET AMOUNT
LEASE DETACH BEFORE CASHING CHECK 035990 M AI LED 184D 7 -

Hancock gank of
Balon Houge, LA

800000000080




P —— e

d ORIGINAL INVOICE
L J
Offlc ACCT - TiA FEDERAL ID: 59-2663954
PO BOX 5027 S
DEPOT 52>
« 134310827 32568 &7'&.8—
-
BILL TO: SHIP TO:
TOGTAL ENVIRONMENT SOLUTIO
TTN: ACCTS PAYABLE — 487 TREASURE LK
A :
= PA 15801.9035
¢ TOTAL ENVIRONMENT SOLUTIO = PV BOIS
1824 RYDER DR [}
0808-413 ==
ﬁAL?NITcl’suﬁglﬂ||7||(]|81|£]1a[2||| 82 rewrt To:
OFFICE DEPOT ,
P O BOX 633211
I CINCINNATI OH 45263-3211
B RCERUNEE R A LGN RANABE R A AN A B e A DR R L ORDER HAI b I SHLPPEDIIATE Fit
i 37741962 COPELAND ,CHRISTY LB7TREASURE 325688448.001 | 02/09/2006 :102/15/2006
R L B R R R N R e B SR L B i T s
KATY SPARKS
BT BT R s T
L RAE CobE TONER Tremy oy Lol Rl
: .,W.?ﬁ___ A AR S Ak v el A
i ..-';;.‘?"d/’-"':!' 5’-’*’?‘ SR R ‘:vs{cr/:& v ./‘, 7 ﬁﬂ’g;- % AT e,
01 000946908 PAPER,COMPUTER, 9. 5%11,20L CA ) 27.150 108. 460
0CP40 08 940908 Y & o
02 000270556 PEN, SARASA,GEL, 0L, BLUE pI 1 13.570 13,57
. L6820 Y 1 0
’ 03 000361681 PEN,STIC GRIP,FINE,8LUE bz & 1.450 5.80
GSFG1 -BE ¥ & 0
]
[v1% Q004 46001 CARYRIDGE,FILM,PC4O1,BROT EA b1 20.%360 101.80 E
PCLOY Y S [+]
os 000341107 ENVELOPE, CLASP, 28LB, #5631 8x b 9.690 48.45 E .
€0963 341107 Y 5 a .
06 0005354904 PAD,GLUETOF,5X8,50 SHT,DIZ b2 & &6.000 26.00
99452 Y & 0
Qr 000107580 PENCIL,#2,00,12/PK PK . . 4B0O 4B
12102 2z ¥ 1 PﬂS}F{B
7.3 000322938 PEN,BP ,ATLANTIS MEDIUN, DY bi 1_ ¢.110 .11
VCGY1 -RED Y 1 ‘aQ- : '
7O ONPO CREDIT
I~ 1 VIR |00 accr oD -1 -0l F%ECEIV};;D :
ACET o | FEB 2 17008
*
B, T
Trices Checked By: q.élq, 2 BY,
L Payment Apptoved By:

o

_,

2

27

5
:

5

-
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ITAL ENWHONMENTAL SOLUTIONS, INF po BOX 14056  BATON HOUGE, LA 70898-4058 -
,: CEMOL7 - mvotceﬁars" mﬁueuoﬁo ‘ 1 \.. cnos é»fgud_ﬁy wﬁ & xf';f“la :’: ONT: s%-g:
034 01 13-0& | LARBUVE F’RINTING 403. 55 403. 56
57R0 ¢ o | =N h
00 92135 201, -
i LA D
MA N_ NEGOTIABLE
" FASE DETACH BEFORE CASHING CHECK MA TOTAL NET AMOUNT
036122 k24 2008 403 S5

R YO PR 4/ 177 1o B ”J}MSE o wJor g
o topoo ~ 7 Jot. 71¢ = ;'
Prices Checked By:. ldgl)

Tayment Approved By: doute

| POSTED \

MAR 1 4 2006

Ry

MR 13 208
TESI-DUBOIS, PA

BY:

Pape 2




et

fabuoprint@adelphia.net

labueprinting=
creafive imaging solutions
140 McCracken Run Rd » DuBois, PA 15801

Invoice

tel 8143715059 fax 814,371.0560
Invoice No 13036
Sold To Involce Date Jan 13, 2006
Total Environmental Solutions, Inc. Salgs Tax No
PO Box 14056
PO N 18350
Baton Rouge, LA 70898-4056 ° 3
Termns
Attn:  Accounts Payable Sales Rep Craig LaBue
Via
No Job No Qty Shipped | Description Discount Tax Sale
1 | 23858 5,000 | #10 Window Envelopes ' 6% $269.90
u 300 Blue ink
2 23859 1,000 #10 Regular Envelopes 6% $110.81
300 Blue ink
Ship To Total Environmental Solutions, Inc.
487 TL
DuBois PA 15801
Sub-Total $380.M
5 Shipping $0.00
TERMS: Upan Receipl. Accounts niot paid according to agreament are Sales Tax $22.84
subject 1o .048% service charge perday. $2.00 minimum. Total $403.55

]
VI
ALY

Ve
NONPO CREDIT

/.10’_15 accrperiop _f /3 -0

Tayment Approved By:
Fay By Due:

MAR 1 4 2006

4 - <+ 10f. 78
0000 ~ ' of.

V.21
Prives Checked By: ey

RECEIVED
R 13 X%
TESI-DUBOIS, PA

POSTED

Page 2

<




|¢

.a;:‘:ac;"séi_' 04 "6 —06

A

i |
PLEASE DETAGH BEFORE CASHING CHECK 037368 A l L E D TOTAL NET AMOUNT 1930, 42 |

+ "L

‘4700 OFFICE DEPOT.

PO.BOX 14055 T el
"BATON ROUGE: LA ?0896-4056
_.‘GENERAL FUND

o

;

TOTHE ORDER OF .1.¢

P 0. BOX 633911°
CINCI NNAT; '

nceck Bank of Louisiana
n Aouge, LA

Yo retum luwl.‘\ls. pleass repact in cMg‘ln-‘ll bex and 1ngert our backing List. or copy ol this 1nvo1u. plaaze note pnblu 50 wo WAy izsue credit or
replacesmnt, whichover you prafer. Plokss do hot ship tollect. Plesso @0 NATt retum FURRItUCS or mochines until you eall ux firat fer Instrucriong. Shortwge of

damige ot Do reporled witatn 3 days sites datlvery,

et Py i s

Complete Order Must Be Ship;)ed
Before

PLEASE NOTE THE FOLLOWIN

Acceptance of this order constitutes an agreement to make delivery within specified time.

1.
K 2. Three copies of invoice is required for payment.
i 3. Acknowledge receipt of this order and state date you will ship.
iE 4. Reference purchase order number and requasmon number on invoices, Bills of Lading, Packages, etc.
,_ 5. This purchase subject to FoualOpg pliance by seller as stated on the reverse.
TOTAL ENVIRONMENTAL,SOLUT NS. INC. :
By . ; . "}é / : E
“Manager of Purchasing * :
St Pulnting, Inc. #8536 I
e e e - S MRS Tt ety T e AR R SRR L e L e 2 et v rr e v A R O ER



Y S g

THANKS FOR YOUR ORDER
IF YOU HAVE ANY QUESTIONS
OR PROBLEMS. JUST CALL US
FOR ACCOUNT: (80OY 721-6592

SR RO B L A ORDERY NMB R DROGR BAT By [ AHEB RN JATEAE]
4&?TREASURE 33522%954-001 0‘.}25!2006 04 /2772006
FRRBERER R MR RRER LD BT

durT

nmy,

o1 000332013 MOISTEWER, ENVELOPE
hE085

02 ODD163747 INK,CART,EPSON CBA/CXG400 EA &4 . 12,780 131.12
TO&4%1 O-8 Y & o

03 000164449 INK,CO64/CB4/CXS400,YELLOW EA 3 12.120 36.36
TOA44% 0-5 Y 3 o

O4 0001484422 INK,C64/CRL/LX6400, RAGENT EA 3 12.120 34,306 5
TO4A43 Q-5 Y 3 3] c

3

05 0DD164359 INK,C64/LBR/LX6400,CYAN EA 3 12.120 36.56 I
TO442 0O-8 T 3 0 &

0& 000345037 PAPER,COPY,8.5X11,104 BRT (A 3 28.360 B5.58
85100 00 L ¢ k1 a

o7 030444001 CARTRIDGE,FILW,PC40T,BROT EA 3 20.360 41.08
PC40 Y 3 [¢]

Qs 000676688 COR,0OD,52%,100-PK,SPINDLE HU 3 35. B8O 107.64
09106 ¥ 3 Q

o9 Q00181844 SO0ARD, ARCH,MASONITE,.LTR,.? EA 1 4. 250 .26
az123 H 1 o

10 000&83577 RIBBON, PAHASNGC EXP1090,.FA EA 3 10.560 31.48
BM251 ¥ £ o]

LIRSS

R

’

v Vv

MAY 0 1 2008

: : , BY:

L

LTI

CONTLNUED DN NEXT PAGE...

_J




“lll"(llllllil“lll‘ulll'lll"l"lO”llllllllllllllllull" Bm THANKS FOR YGUR ORDER
IF Y0U HAVE ANY QUESTIONS
OR PROBLEMS. JUST CALL US
FOR ACCOUNT: (BODRY} 721-65%2
SR R R E R A R R AR B e A PR TS N D ey e e Dk RENER B e K L DR R AT e T G ELT RR R Ry DAY ey

- COPELAND  CHRISTY 335223954.001] 04/25/2006 | 04/27/2006

TTITTeI942

R
ey Euae i
[t PR BT

= -
PO NONPO CREDIT

ving 100 ACCT.PERIOD P16-0¢
AL P00 ) 97,3

DIN15011528

S e : SR
SN el S LR R b TR

plasss repack $n original Box and Inzert our packing List, er copy of this invoics, plaass mote problam sp we way lssue credit or
> placerent, wubichewer you geefer. Flasta 9 et ship collect. Plesss o not return furmitire or oachines until you call us first for instructians. Shartags or
S @)t Be repoited within § deys after dellivery, i )

N

/

FRIRUY

Lt

[LF]- S



IPL ENV\HONMENTAL SALUTIE, . c. . . ' m BATON ROUGE, LA 70BUS-4056
oYy IR EF A - Sk, TN I T _-
gice o S Ao | el ug.” [ O ERGo I
56347211 0S5-03-06 DFFICE DEPOT 50.18
30999 ?2135
57943141 PS—OB—O& OFFiCE DEPOT 124. 33
2099 2135
- 102261 ©05-10-04& | OFFICE DﬁPDT 191. 98
S7D00 92135
) el A -4 WS )
54789781 05-10-0& | BFFICE DHPOT T33. o1 134, 81
. 7999 92135 134, 81
|4A73I991 P5-10-06 | OFFICE DERPOT 601. 11 &01. 11
C 199 L1
49129461 J05-10-0& | OFFICE DEPOT N@ﬁé[& Eé@?!ﬂABLE@? 06
7799 = T0770
EASE DETACH BEFORE CASHING CHECK 037633 i‘gﬁ Ai L g TOTAL NET AMOUNT 120%. 47
C

aturn mlhl, vlﬂu "P«lﬂl 1n 0"1I‘Ml box and ingart eur D-It-“ﬂﬁ lilt or copy -f I-Hu 1mu1u. pluu note prcblo- 0 ve =y llwl :rcﬂ! o

stament, whichevet you prefar. Pladze & oot thip callect. Plesre do nat cetuth furniture o machinas wntdl you call ut f4rst for instructions. Shoctasge or
~” -ut bc reported within 5 days -!tlr d-llv-ry I

CONTINMED ON NEKT PAGE...




ORIGINAL INVOICE

]
ffice
PO BOX 5027 FEDERAL ID: 59-2663954

DEPOT 55"

usnwzooa 0610912006

BILL TO: SHIP TO:

Net 30 Days

TOTAL ENVIRONMENT S0LUTIO
] 487 TREASURE LK
. ATTN: ACCTS PAYABLE bU BOIS PA 15801-9035
( TOTAL ENVIRONMENT SOLUTIO 1-9
¥ 1824 RYDER OR
BATON ROUGE LA 70808-4132

"||l|”lIIIH[I"llI'"IIlllIIIll”!l"lllll'NIllllllllll“]

THANKS FOR YOUR ORDER
IF YOU HAVE ANY QUESTIONS
OR PROBLEMS. JUST CALL US
- FAR ACCOURT: (BOG) T21-6592

€
AU RURRER T AL C QU NI 2N ARROE o A AL P e Bl e R A M B E R D R E R R e A T PP O R
snuoez COPELAND ,CHRISTY 4measune 3346010224-001] 05/01/2006 |05/03/2006

R L T P A s T

M&JA%WM&LMW%
. I

P

S

PRI

C

Prires Checked By:

Pavnient Approved By:
3 ] Pay By Due:

O1841-000458

rturn suppt ies, rlﬂu repack in original box and 'h-n-rc sur packing List, of copy af this Imkc. plesses note prnbl.. 30 we may f1mue credit or
weement, whichewer you prefer. Pleass da not #A1p collect. Pleass do nat return furniture or machines until your cal{ wa First for instructions. Shortige or
o mut be reperted within 5 days after detivery-

CONTINUED ON NEXT PAGE...



ITAL ENVIRONMENTAL SOLUTIONS, e, PO.BOX (4088  BATON ROUGE. LA 70838-4086 ('
e IRy £y by AL LU, Hi-e-,-f’:.:; .'Jifi':,')":l;.wﬁf‘t'—i-'!’(“d, T 7 P 5
e Tl S S inibes et 1), b NG S M BT B e
1411497221 06-14-08 QFFICE OEFOT
199
141 180131 06L—14-04 OFFICE OEFPOT
199 «
141751183 C6—-21-04 OFFICE DEPOT o
) 70
41751184 04—-21-04 OFFICE DQEPQOT
141778284 | 06-21-04 OFFICE OEPOT
o~
341778285 | 06-21-04 OFFICE OEPOT
H&SgOHAWf@EE}ASMNG CHECK (}

ot s

Tt

=g x
e
AL

1

.. Hancock Barik of Loulslana-
Baton Rouge, L4 T -0 77

L




9988000000000 0000000000C0°CCCRCCCROBRREEROSRT?RDS

. ORIGINAL INVOICE
Qﬁlce :?31'0;3;:27 FEDERAL ID: 59.25643954&

DEPOT =55 THVETEEObER FURRERE] O ABUN 7 DU T o P AGE FRUNBER]
436.1% 2 9F 2

Net 30 Days Qr/21/2006

06/21/2006

BILL T0: SHIP TO:

TOTAL ENVIRONMENT SOLUTIO
487 TREASURE LK
DU BOLS PA 15801-9035

ATTN: ACCTS PAYABLE =
TOTAL ENVIRONMENT SOLUTIO =
1824 RYDER DR N —
BATON ROUGE LA 70808-4132 =3
”un"Imlulu”mln|n|niml|u||m||||||tlululml” = THANKS FOR YOUR ORDER

EF YOU HAVE ANY QUESTIONS
OR PROBLEMS. JUST CALL US
FOR ACCOUNT: (800) 721-6592

R R Y O 7 DR B A R RO am 2 e T e R T RET S
S81TREASURE 0611512

nerin” CREDIT
i _/JJ_ ACCT. PERIOD A TR A
ACCT & 7000 7/,

Prices Checked Ry: _EBY

Payment Approved By:

Mav Ry Due; oL |

To return nw"-i, ﬁluu mu:l in ur!niml bax md insart our packing Ltll, or copy of thizx imvolce. please note problu o we May Ys3ue credit or
repiscenmsnt, whichevar you prefer. Pleass do net ship collect, Plesze do not return fumnfture or machines until you call us First for Instructions. Shortage or

damsge st be Teported within § days after delivery.

011379-000282

CONTIHUED ON NEXT PAGE...
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. )
: ORIGINAL INVOICE
Office 5
1 PO BOX 5027 FEDERAL ID: 59-2663954
BOCA RATON FL 7 _
DEPOT 334310827 IRYOICE/ ORDER NURBER+: |IAAANDUNT DU PAGEYHUNBER!
1_0F 1
C 07/21/2006
BILL T0: SHIP TO:
TOTAL ENVIRONMENT SOLUT10
. 487 TREASURE LK
ATTN: ACCTS PAYABLE = DU BOIS PA 15801-9035
( TOTAL ENVIRONMENT SOLUTIO =
E 1824 RYDER DR —
BATON ROUGE LA 70808-4132 =1
”lll”IllIIIIII”Ill'"llllllllllllll“IIIIIIllllIlIIJIIIIIII §§
THANKS FOR YOUR ORDER
IF YOU HAYE ANY QUESTIONS
OR PROBLENMS. JUST CALL US
{_. FOR ACCOUNMT:; (800} 721-46592
i R TG TR BA AR AL L2 VY, L1 o e SR 8 o e S B T LR Y B T B X e VTR L G TN ) s |
37741962 COPELAND , CHRISTY 341778285-001] 06/315/2006 |08/29/2006 - |
FPIRCIASE : CIVERERTTE A I

Y B e T A L A L X N e ot T $ 9 S AT P
|KATT SPRRRS | ]

A % N
; ?f:*?jf‘ : G o sizgfaé;%?;; e
i X Axdoavleie i
01 000316831 STAMP,XPL NO&-141,9/16"X1 EA s 18,450 . X
1XPNO Y 3 0 7 y
0z 000314831 STAMP,XPL NO&-141,9/16°Xt EA . 1. 490 o | .
1XPHC NONPIO o mmi‘ 1 a :14 ;
) viNg _[4 70D __ accrrerion £-fs.0 ‘
\ G‘P
ACCT.#
n

Prices Checked By:

Payment Approved By:

011370000282

e ST 3 7 3 GGz RN S SRS
fo retum upplies, plusss repack 1n eriginal box and insert vur packing List, or copy of this invoice. pleise note problve 3o we way Vssue credit or .
replacoment, whichever you prefer. Please do not ship collsct. Pleise do not et fueniturs or machiner untdl you call ua first for Inatructions. Shertage or
magw wust be reparced uith 3 da_ﬂ _-fhr d-l.h:fr;r_. =

B TR

T e e e e T T O T O T TRV R

PLEASE NOT
E_THE FOLLOWING IN Complete Order Must Be Shipped
rccnt e o Before ASAP
cceptance of this order constitutes an agreement to make defi ithi i 1
Three copies of invoice is required for payment. ey within specified time-

Acknowledge receipt of this order and state date you will ship,

Reference purchase order number and requisiti g ; . .
; equisition number on Invoices, Bills of Lading, Packages, et
. This purchase subject to Eqdal Upportunity comolian: ' g, ges, etc.
) qual Ppportunity compliance by seller as stated on the reverse.
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168370 08-17-0&61 WORKFLOW 3902, 32
STOQO0 Q2135
58000 92135
{ 59000 9
9000 92135 7

PO.BOX 14058  BATON ADUGE. LA 708984056

NON-NEGOTIABLE

. TOTAL NET AMOUNT
( SE DETACH BEFORE CASHING CHECK 039410 3902, 32

%

TOTAL ENVIRONMENTAL SOLUTIONS, ING:
{‘:.Q;' Box‘ 14'Q§—6' .l- O : A TS -'. et} . P . -. :‘
BATON ROUGE, LA 708984056 e

GENERAL FUND

* Hancock Bafk of Louisia
Baton flouge, LA "7
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L ZNVIRONMENTAL SOLUTIONS, INC._ £ - FO.B0X 14058 _ BATON ROUGE, L Tossa.058
P AT e o = S 3% S T - e #Wiﬂ
wﬁ.m-—"?—? 5 uc:-PLE" 50 No} i S o TR 23 E berlnd —ﬁ”ﬁ
17228364 [08-09-06 DFFICE DEPOT . 21, &5
9208871 |08-09-06| OFFICE DE¥POT . 397. 75
C 1 199 92135 497, 75
99214541 | 08-09-06| OFFICE :DEPOT 74. 19 74,19
;L 56000 92135 37, 10
SP000 92135 _27. 09
11472331 |08-09-06| OFFICE DEPOT 162. 54 162, 54
20999 92135 L6254
¥ 541171 |08-09-04| OFFICE DEPOT 125, 56 125. 56
57000 =
00 =NEtZ A 1= L'=’
?\‘If l‘a% [
{ <E DETACH BEFORE CASHING CHECK 039371 Pdefm !“tbq’mugf{um 281 49

l'OTA ENVIR_ONMENTAL SOLUTIONS NG

3ny, BOXHOSB -
{ATON HOUGE LA, 70898-4056
JENERAL FUND ~

fe retum mpplies, pluu rmot in or1|1ml bax and hucrl. our padlng List, or copy of this invoics. phn- nate pmlu 20 we way ircue cndit ar
‘apLacemsnt, whichevar you prefer. PLaase do not ship collect. Pleass do POt return furhiture or sachines until you catt us ticst Jor Ymatructiona. Shortage of
anps must ba ceported within 3 days after dalivary.

PLEASE NOTE THE FOLLOWING IN IONS - Complete Order Must Be Shipped

Before
Acceptance of this arder constitutes an agreement to make delivery within specified time.
Three copies of invoice is required for payment,
Acknowledge receipt of this order and state date you will ship.
Reference purchase order number and requisition number on tnvoices, Bills of Lading, Packages, etc.
This purchase subject to Equal Opportunity compliance by seller as stated on the reverse.

TOTAL ENV1RONMENTAL SOLUTIONS, INC.
By)/ R

Manager of Purchasing

[

Slar Prning, Inc, #8598
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ACCT - 1A
PO BOX 5027 FEDERAL ID: 59.25663954

DEPOT oo

BOCA RATON FL

HNYOICEAORDERIHUNBERITI e ANOUNT-OURIRNE

125.56
LA T ERASTERAY ; §
08/09/2006 Net 10 Days 09/08/2006
BILL TO: SHIP TO:
TOTAL ENVIRONMENT SOLUTIO
487 TREASURE LK
ATTN: ACLTS PAYABLE = pU BOIS PA  15801-9035
- TOTAL ENVIRONMENT sOQLUTIO
g 1824 RYDER OR -3
BATON ROUGE LA 703808.4132 =
alfledechdbadadolofdbalfbaladddadial it 8= THANKS FOR YOUR ORDER
LF¥ YOU HAVE ANHY QUESTIONS
OR PROBLEMS. JUST CALL US
FOR ACCOUNY: (BOO) 721-6592
AL OUN [ RUBHE R AL COI N T MANAG ER s ity err. ' | AR s L RA stz DR DE W NUNSE R DEX~ 213
37741962 COPELAND CHRISTY #87TREA5URE 348154117001 08108’200&
RN e A OR N P CINERE IS i (7o ER)

o1

02

a3

04

05

é?' 7 . R A s
Cathiey ,gn 10
'ﬁi"}ﬂaﬁﬁfﬂt b
000492284 RULER,0D,157 ,HIGHLIGHTING £EA 2
55234 Y 2
000412981 LABEL, FILE,OD,248CT ASTD PK 1
61108 . Y 1
oQn3z2re2s LABEL,1J,FILE,WHT , 750CT PX 1
B3&6 Y 1
6003‘8037 PAFER,COPY, B8.5X11,104 BRT CA 3
85100 0D ¥ 3
000575341 TAPE, ACITAPE,.75X12967,00 TP 1
ab420 et
ra NONPAC CREDIT ¥ , t

2.490 4.98
Q

2.340 2,34
0

12.480 12.48
0

29.940 B9.82
Q

8,830 8.83
a

To raturn supplies, plesss repack In aﬂgiml. box and {mrt our packing List, or copy hl this imroice. plests note probles so ve may 3suve. :rd|t or
ropl acement, whichever you prafer. Plazsy do not ship cellesct. Plexse do not return furnitues or mackines until you call ur first tor brstructlons, sherngu or

damags sust be reparted withia 3 days after dalivery, e

0710838-000331

P

1.
2.

TE IN R

Complete Order Must Be Shipped
Before

Acceptance of this order constitutes an agreement to make delivery within speaf ed time.

Three copies of invoice is required for payment.

3. Acknowledge receipt of this order and state date you will ship.
4, Reference purchase order number and requisition number on Invoices, Bills of Lading, Packages, etc.

S, This purchase subject to Equal Opportunity compliance by seller as stated on the reverse.

TOTAL ENYIRONMENTAL SOLUT. IONS, JNC

ey

Slar Printing, tne. 48598

Ma?ager of Purchasing




L y
AL ENVIRONMENTAL SOLUTIONS, INC:

PO.BOX 14056 __, BATON ROUGE, LA 704984056

mo&c&@}_‘.-‘. " VDICE DATE | CREOI WEMO MO, CREDIT MEWO AMOUNT . GROSS AMOUNT DISCOUNT HET AMOUNT
IL541181 PB-16-04 OFFICE DEPOT 28. 61 28. 61
B 57000 92139 g%% %2
Q00 92135 :
740471 PB-15-06 | OFFICE DEPOT BT 844 S5
199 92135 644, 55
( .
NON-NEGOTIABLE

- N . 4
(_ SE DETACH BEFORE CASHING CHEC. 039520

TOTAL ENVIRONMENTAL SOLUTIONS, INC.
[ D. BOX 14056

BATON AOQUGE, LA 708984056

GENERAL FUND

pay = EHREREERST]I DOLLARS AND 18

{ TO THE ORDER OF

700 OFFICE DEPOT
P. 0. BOX 633211
CINCINNATI

oH 45243

" Hancock Bank of Loulsiana
Baton Rouge, LA

?\JQA! LE Bmmw 473,16
SEP 15 2806 _ 03_9%?520
CENTS DP—-14-06 paaseb73. 16
VOID AFTER 90 DAYS!

2 problas 30 we may 1ssue credit or
scemeant, valchaver you prefar. Please do not ship coliect, Planse do ot retwrn fumiture or sachinas wntil call firgt f
hpabidumnetnt doteond "d." ,"'" Pty = you us first for tnstructions. Shoctage oc

PL TE THE F NG IN

Three coples of invoice is required for payment.

LA~

Star Printng. Inc, #8595

Complete Order Must 8e Shipped

Before

Acknowledge receipt of this order and state date you will ship.
Reference purchase order number and requisition number on Invoices, Bills of Lading, Packages, etc.
This purchase subject to Equal Opportunity compliance by seller as stated on the reverse.

Acceptance of this order constitutes an agreement to make delivery within specified time.

TOTAL ENYIRONMENTAL SOLUTIONS, INC.

MVér(ager of Purchasing
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CReCTTRK T T T T T
PO BOX 5027
DEPOT &

e s ———

59-2663954

FEDERAL [P:

03/1612006 Net 30 Days -0911513006
BILL TO: SHIP TO:
TOTAL ENVIRONMENT SOLUTIO
487 TREASURE LK
ATTN: ACCTS PAYABLE == DU BOLlS PA 15801-9035
: TOTAL ENVIRONMENT SOLUTIO ==
4 1824 RYDER DR ==
* BATON ROUGE LA 70B08-4132 A=
"lll]llll’llllll““llll]lllllllll”lI”lllll‘llllllllllllll“ SE THANKS FOR YOUR ORDER
IF YOU HAVE ANY QUESTIONS
OR PROBLEKS. JUST CALL U$
FOR ACCOUNT: {300} T721-&6592
FOR ORDER: {800) 928-33746
R By 13 e § gl Btz v b % Z1E R Ve SH Y PRER S
577&1962 COFELAND I:HRISTY (B?TREASURE 3#815‘118 001 DBIDEIZODé Q8/22/20
% % A PE VR e e D ER AR TREN

e RO R b R e

o1 oooZ19381 STAMNP, XPL H12-136 17X2" EA 1 26.990 26.9¢9
1XPN) ¥ 1 o
Iy NUNHD‘/ CREDIT ‘ AUG % 1 2006 . §
ViING I“P ’TOO ACCT. PERIOD 3“-/6 soc §
5

is rnum wpplies, pleaza repack 1n ardginal box and insert owr p-cung Liet, or copy of !hh rwoice. plessa note problom o we my issue credit or

“eglacement, vhichever you prefer, Plesss do not ship callect.
{smapge wmist be reported within '!‘dayi niter delivary.
v H ?

Plesss 45 not teturn furniture of wachines wicdl you call us first for instructians. Shortage or

PLEASE NOTE THE FOLLOWING INSTRUCTIONS

Complete Order Must Be Shipped
Before

1. Acceptance of this order constitutes an agreement to make delivery within specified time.

2. Three copies of invaice is required for payment,

3. Acknowledge receipt of this order and state date you will ship,

4. Reference purchase order number and requisition number on Invoices, Bills of Lading, Packages, etc.

S. This purchase subject to Equal Opportunity compliance by seller as stated on the reverse.

TOTAL EN IRONMENTAL SOLUTIONS, INC.

d#/fmmj&

Mirfager of Purchasing




0( AL ENVIRONMENTAL SOLUTIONS, INC,

A 000000660000 00000C0CCC00RCR0NC20C0P0EGBR00R0200BPEL

PO.BOX L4056 BATOH AOUGE, LA 70800-4058

INVOICENO, , NVO(CE DATE CREDIT MEWO HO. ’ CHEDO M'BAQ.AMOUNT GHDSSMINT DASCOUNT NET AROUHT

181 54'_11601 Nng-~=23-06 | OFFICE DBEPOT 306, 33 306. 33
’ ' 57
? 000 {2135
¥ 07403841 DB8-16-0& | OFFICE DBROT . 554, 68
&3000 Q2135
c
", TOTAL NET AMOUNT
i_ A SE DETACH BEFORE CASHING CHECK 03‘?6% E ' L E D RIS
EP 22 2005 |

TOTAL ENVIRONMENTAL SOLUTIONS, INg 033680

P.0. BOX 14056 8415
" BATON ROUGE, LA 70898-4056 654

GENERAL FUND

DATE AMOUNT OF CHECK
pay  HEHEHREES] DOLLARS AND 01 cents DF-21-0& p#x##861, 01
( TO THE ORDER OF \DlDAFTEFI?ODAYSI
4700 OFFICE DEPOT ‘
P.0O. BOX 433211
CINCINNATI OH 45243

tancock Bank of Louisiana
Baton Rouga, LA

To return neplias, pleass repack in or!giml box send insert ol pnr.Hng List, or copy af this irvoice. p!uu nate probles 39 we my hmn cradit or .
replacemsnt, whichever you prefar. Please do oot ship collect. Pleass do not return fumniture or machines until you call-us first for instructions. Shortage o’

damage wmit b reported within 5 days after dalivery.

STITTCO T T AT

LEA TE LL IN

Complete Order Must Be Shipped
Before

Acceptance of this order constitutes an agreement to make delivery within specified time.

Three copies of invoice is required for payment.

Acknowledge receipt of this order and state date you will ship.

Reference purchase order number and requisition number on invoices, Bills of Lading, Packages, etc.
This purchase subject to Equal Opportunity compliance by. sefler as stated on the reverse.

GNB W

TOTAL EN IRONMENTAL SOLUTIONS, INC.

7 7&»&5}

"~ Marager of Purchasing

Star Poniing, bnc. #8596
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ITAL ENVIRONMENTAL SOLUTIONS, INC. .~ w——" PO.BOX 16056  BATON ROUGE. LA T08%-4055
wivoicErio.<% " |* IVOICEDATE || CREDTMEMO MO, ) CREDIY MEMO AMOUNT |- aéoss»’.\amj/ | oiscowT HET AMOURNT
165619951 |[10—-11-06 | OFFICE DHPOT 130. 20 130. 30 |
'_ . . A9 72135 ~130. 90
165619941 (10-11-0&6 | OFFICE DHPOT 25. 70 25. 70 -
AF99 7?2135 2570 '
5625301 {10-11-0& | OFFICE DEPAT {85. 30 185. 30
: aqqqq 92135 _A85. 30
&a7814321 |10-11-0& ) OFVICE DRPOT 299. 14 299.14
5 w-q '@
000 92135 149,57 -
5461224 10~-11-0& | OFFICE DHPOT

19

* NOR-NEGOTIABLE

040532‘ | Rﬂ;‘g’sELED TOTAL NETAMOUNT 738.23 ) o

LEASE DETACH BEFORE CASHING CHECK

—————— i ]
TOTAL ENVIRONMENTAL SOLUTIONS, INC. ~ NOV-0 0408372 |
PO. BOX 14056 . Bs e
BAYON ROUGE, LA 70898-4056 ' 654 :
GENERAL FUND .
py | EEHEEETE8 BOLLARS AND 23 oas 11-09-06 |exe4#738, 23
TO THE OROER OF VOID AFTER 90 'r‘JA\’Si .

1700 OFFICE DEPQT ‘ ‘
P. 0. BOX 633211

CINCINNMATI oH 45263

. Hancock Bank of Loulsiana \

Baton Aouge, LA i
o

%?z

-

el o

Ansa pi ; . oblea $o we EAY V3sud cradit = .
ing list, o copy of this irwolce, plessd note pr N ertope o
ll::.tw:l:::: : mt :-uum fuerniture or machines untit y= catl s first for fnstructions 1

AR RS
wpplies, plesce

e ::;:\r:mt, uln\eh:mr you peafer. Plesse de not ship col

::.gg- st be reported yithin 5 days efter delivery.

repack in original box and

LOW Must Be Shipped
PLEASE NQTE THE FOLLOWING INSTRUCTIONS Complete Order Must 8 ppe
Before -
1. Acceptance of this order constitutes an agreement to make delivery within specified time.
2. Three copies of invoice is required for paymznt. . |
dae receipt of this order and state date you Wit shtp. . ' :
2. agf(::et':e ?}urchasg order number and requisition number on invoices, Bilis of l;‘admg. Packages, etc.
. j ooty R d on the reverse.
5. This purchase subject to ':‘;.':’-::"..".-.:;:.z N RVA Y pefipnce by seller as stated on

8CY 1 7 i006
BY:

bt e

By X7, . : «bt“{ﬂfj . L

" “Mangger of Purchasing

TOTAL EVRONMENTA; SOLUTIONS, INC.

Siar Printing, lne, 0596
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:chL.XSE';‘ZT FEDERAL [0: 5¢-2453954%
BOCA RATON FL
/. DEPOT =cie T TCE/ D NG
TR e e ARt el -
10/9172008 Net 30 lays 11/106/2004
BILL TO: SHIP TO:
¢ TOTAL ENVIRONKENT SOLUTLIO
487 TREASURE LK
ATTN: ACCTS PAYABLE == bU BOIS PA 15801.9035
TOTAL ENVIRONMENT SOLUTIO -—E—-
1824 RYDER DR %—.—-
BATON ROUGE LA 70808-4132 =
. ”lnl“mlnIi”nlluiuln|l|||”||”u:lhlullulnhllllli” §% THANKS FOR YOUR ORDER
IF YOU HAYE ANY QUESTIONS
OR PROBLEMS. JUST CALL US
FOR ACCOUNT: (BOD) 721-6592
AL T A ) T e O B G R e O DR N URB R S IAD ER L DA ol PPED DAY B -
37741962 COPELAND, CHRISTY &B7TREASURE
(J AT LD e IR E A D ST AL, S PR ey

e supplies, pleass repack in

g

£

Loke

| A ]
Vvirt I*PT0D
ACCTH

NOWNPO il

ACCT piRIoD {0110 {,

CREDIT

1F. 57

Y
f

Prices Checked By:

,, (€957

Payment Approved By: ___

Pay By Due:

SRR

S N

sriginil box sod inee

« muct be reparted within ¥ days after dalivery.

copry of 1hls Arnvolce. plaams

010818-000354

I

e R e

nole probles 3o we mey lisue credit or
cement, whickeret you prefer. Pleaza do not chip callect. Please do not ratum furniturs or wachines until you call us T4rat for instructions. Shortspe of

0CT 18 2006
BY:

CONTIRUED OK MEXT PAGE...

T i e e " 4




OTAL ENVIRONMENTAL SOLUTIONS, INC. PO.BOX 14058 _BATON ROUGE. LA 700384035
svoceso.. | wvoceoare | crepmuenono. | cRmmmmmonmomt | cRossasout e NET AMOUNT
567814431 110-18-064 DFFICE DEPOT ‘ 207. 72 207. 72
57 35 | /103.86
000 92135 103, _Bbo?
567828751 |[10-18-04 | OFFICE DHPOT PTG 157. 9
199 Q2135 157. 92
574591121 |10-18-0&| OFFICE DHPOT 369. 79 369. 79
199 22135 t369. 72
5769612331 {10-18-0&4 1} QFFICE DEPOT B84. 14 B4, 14
1999 22135 B4. 14
PLEASE
L DETACH BEFORE CASHING CHECK 040752 D TOTAL NEET AMOUNT 819 59
Wi N
JAILE
TOTAL ENVIRONMENTAL SOLUTIONS, INC. NOV 16 2006 040752
P.O.BOX 14056 3415
BATON ROUGE, LA 70893-4056 B4
GENERAL FUND
DATE AMOUNT OF CHECK
my W AeEnRaaEB19 BOLLARS AND 59  coas 11-16-04 |##ex2819. 59
TO THE OADER OF VOID AFT ER‘QO DAYS!
14700 OFFICE DEFOT
P. 0. BDOX &33211
CINCINMATI OH 45243

Hancock Bank of Louisiana
Baton Rouge, LA

O

Fo retur ppolles, plesce rmcl in cr‘lgiml bax W Insert o pccl'!ng' lht, or copy of this tmotce. p!nu hate prah{- £ we MY qu. o«dil: ar
replacessnt, vhichevar you prefer. Please do nat ship collect. Please do ot retumn fumiture or mchines until you call us tirst for instructions. Shortage ar

damage wmst be reparted within § days aftec delivery.

JTTUU’WP O OFFT T UA

Lache i

TRy

SE_NOTE LOW STR

SJ'\AUJN—-‘

Fiee il as baa eOEQR

nodtunity comoliancetinig

Complete Order Must Be Shipped

Before

BY:

RECEIVED

OCT % 4 z&%TAL

By

Acceptance of this order constitutes an agreement to make delivery within specified time.

Three copies of invoice is required for payment.
Acknowledge receipt of this order and state date you will ship.
Reference purchase order number and requisition number on Invoices, Bills of Lading, Packages, etc.

This purchase subject to Equal Op iler as stated on the reverse.

ENVIRONMENTAL SOLUTIONS, INC.

g

/ “7 7\ 7 u;ﬁl—

vlanager of Purchasing
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QIIICE 5%
PO BOX 5027 FEDERAL ID: 59-2663954
EPOT 5"

HET - TER :
C 10"15[2006 Het 30 Days 1171772006
BILL To: SHIP TO:

TOTAL ENVIRONMENT SOLUTIO
487 TREASURE LK

ATTN: ACCTS PAYABLE = ‘ -90
i TOTAL ENVIRONMENT SOLUTIO — PUTBOLS PA 13801-5033
€ ¥ 1824 RYDER DR =
BATON ROUGE LA 70808-4132 §—:§
“lll”lllllllII“IHIN[IIIHIIII"H”IIllllll'l[lltl'llll” SE
THANKS FOR YOUR ORDER
IFf YQU HAVE ANY QUESTIONS
OR PROBLENS. JUST CALL Us
FOR ACCOUNT: (800) 721.4592
FOR ORDER: (800) 92B-.3374
CaTE i B st sk N BT QI iR S e 43 =FZHRD SOAY Ernas
! 377419462 COPELAND CHRISTY AB'IREASURE 356781“3 001 10/09/2004 10!23!2006
:a"_i{?gm;ﬁ b R I N A B R e | RO T A A L7 B R B S S N O

7 .A' 'r.’.‘y

o fﬁ“%f{fﬁ'n' ’f""’.’jij‘%“" i
G oy, x at i 2
o /J{Yg A FEH fd S éf;mf

(;é‘f

FEREES S

C 01 o003 T7a0t BOOK,RE ‘EIPT,3 PART ! P 4 48.990 195.96
RECEI T BOOK 3 PART Y & 0
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PL THE LOWING IN Complete Order Must Be Shipped
Before

1. Acceptance of this erder constitutes an agreement to make defivery within specified time.

2. Three copies of invoice is required for payment.

3. Acknowledge receipt of this order and state date you will ship.

4. Reference purchase order number and requisition number on Invoices, Bills of Lading, Packages, etc.

S. This purchase subject to Equal Op-wnﬂer as stated on the reverse.
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ITAL ENVIRONMENTAL SOLUTIONS, INC. PO.DOX 14058 BATON ROUGE. LA 708584056 o
mvoicer. |7 INVOICE DATE ™ cﬁé’mruauouo * CRED(T MEMO AMOUNT ""rmm L I PV SR SRR - P S
7783 10-146-0&68| WILLITS (JOPIERS 209. C0 209. .00
5 2135 104. 50
&Q000 92135 R >
— -
;-
'LEASE DETACH BEFORE CASHING CHECK 40807 . ‘ o TOTAL NET AMOUNT 209. 00 ¢
wAED
PR -" 34 5.
TOTAL ENVIRONMENTAL SOLUTIONS, INC. NOV 16 2606 040807
P.O. BOX 14056 8415 5
BATON ACUGE, LA 708984056 654 (
GENERAL FUND
OATE AMOUNT OF CHECK
pay  FERERRRDOF e 99 o 11-16-06 |####2209. 00
TO THE ORDER OF VOID AFTER 90 DAY 51 p
13429 WILLITS COPIERS /f ,," '-\‘
200 EAST MAIN ST LR i , >
LOCK HAVEN PA 17745 N @ R @UT Ab" E
Hancock Bank of Loulsi %“qu--. Jd"‘L ¢
B:lgn Fk)uge?rlle uislana COUNTER SIGNATUREL
| ; jray oy Liue: i e '
| | | | l(
l | | | .
i - POSTED: . | !
| [ !
| ! - OCT 2 1 2005 | | |
I 1 [ | [ [
| | i BY: i l'
{ i i | I’
| | I i !
| I | | |
| ] ! ! {
; Subtotal 209.00
INVOICE NUMBER MUST APPEAR ON CHECK FOR ;
ACCURATE CREDIT TO YOUR ACCOUNTH Sales Tax
Freight
Total Invoice Amount 209.00
Check/Credil Memo No: Payment/Credtt Applied
TOTAL $209.00 .

Invoices not paid within 30 days will result in service intemuption!l?
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willits Copiers, Inc.
200 East Main Street
Lock Haven, PA 17745

Voice: 570-893-8050
Fax: 570-893-8052

- Emai: copiers@williscopiers.com

fnvoice Number: 22783
Invoice Date: Oct 16, 2006
Page: 1

8il To: ShipTo
Total Environmental Sclutions
487 Treasure Lake
DuBois, PA 15802
| Customer |D I Customer PO | Payment Terms |
| t j i
! Total Environ3530 | 20195 I Net Due |
: Sales Rep I Shipping Mathod | Ship Date ( Due Date |
1
| | UPS Ground \ ! 1016/06 )
I Quantlty I ltem I Description I Unit Price I Amount J
| 00, TON-RCS3530 | Toner for Royal Copystar Ri-2630/3530/4030 | 209.00 209.00
[ f | I | !
I I | I I |
[ I [ | f I
I b N | | !
| | Q | | l
| |\ iﬁii_‘i“mcrpmon 10/~ og | I |
| Vet 4 i | i
| | | f i
| f . ! I |
i f Prives Chocked By: T | | |
: : ayment Approved By: _: : I I
| | Py By Due: | | | |
| | I | I |
| I I I !
1 | PﬂSTEDI | I
i I | | I |
| | | . OCI 2 1 ZUUB i | |
i | I | I ]
f | | BY: = | i
| I f i | i
f I I i | !
| | i [ | !
I ! ! | ! {
— i : } : "
INVOICE NUMBER MUST APPEAR ON CHECK FOR Subtotal 209.00
ACCURATE CREDIT TO YOUR ACCOUNT! Sales Tax
Freight
Total Invoica Amount 209.00
Check/Credit Memo No: Payment/Cradit Applied
TOTAL $209.00
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i RG&TOQ 02-11-08 TOTAL ENVIRONMENTAL SOLUTIONS., INC. PAGE ]
',"...-—5.,0.-1:_,._.“.:.: 2B PM .. - ——— — DETAIL CENERAL I EDGER . ... B WAYNE .
(33
Y ACCOUNT RANGE: ?2135 -~ 92138 DEPARTMENT RANGE: 199 - 199
}_;l - COMBANY. 000001 . SELECTIONS: .. ..ACCOUNTING CYCLES: FROM 01 2004 THELE 13=0004.. ACCOUMT TYRE: @l . .., . SEQUENCE: DRGANIZATION
]
' [E co. DERARTMENT ACCOUNT AMOUNT
Hle—C¥=YR_ . _TRANS.DATE.. .T/C. ...DESCRIETION .. . c—JAER . BATCH . REF4. SOURCE . PRIMARY _REFEANCE/DOCUMENT . .
ne
2 000001 000197 TOTAL ENVIRONMENTAL SOULUTIONS 092135 OFFICE SUPPLIES & EXPENSES BEGINNING BALANCE .00
S —08=DR005. . 0P=2B=2004. .GAO ._C..5 D. REPROGRAPHICS. INC .._ .. . .. -=3798 .. A 1/V.B3400 =, 3045, ... S..4a0.0 ...
05-200& 09-28-2006 040 LANIER WORLDWIDE. INC, 23798 A 1/v B7808132 - 12023 147, 86
Q9-2006 09-28-200& 040 OFFICE DEROT 237948 A 1/v 350452774- 14700 234, 30 It
005 0w 282004 040 . . OERILE_DEROT.. —_— e 237294 A LAV 3544815311 34700 . . . L. BA&L. &8, L,k
i 09-200&6 09-RB-2006 040 PEREGRINE CORPORATION 23794 A 1/v 348889 - 14175 2, 499, 42
= 09-20056 09-28-20046 040 SOUTHERN PAPER & JANITORI 23798 A 1/v 27804 - 19588 220. 74
l'*’,_, -+Q2-20046 09-28-200& ..040 SOUTHERN FAPER. & .SUPELY .. . . - 23798 A 31/V _DRAT ~_ 198RS . 104,10,
’ 09-2004 10-12~2006 040 COMMUNITY COFFEE COMPANY 23796 A 17V &084462639~ 2600 132, 59
I 10-2004 10-05-2004 040 KATAYA IRVING 23845 A 1/v 100306 - 9508 B&, 45
s —10=2006... 10=19=2006__, 04D _ AMERICAN FAGLE COMPUTER . . _____ . ———=3866 A 1/v NADSARED o RIS ~--d5a&.24
=i 10-2006 10-19-200& 040 LANIER WORLDWIDE, INC 23865 A 1/vV 88131568 - 12024 12,02
: 10-200& 10-26-200& 040 AEITA SPRINGS COMPANY 23845 2 I/V 30-G041467- 1300 30. 52
——10=2004.. 10-26:2006 ..040. ABITA SPRINGE_ COMBANY . m e e e . __D3ALS & 14V 30=00423%- , 1300 43, &0
£ 16-2006 10-26-2004 0AC BAZET PRINTING 23845 A 1/v 223812 - 2335 3%. 38
o 10-2006  10-26-2006 040 BAZET PRINTING 23885 A 17V 23854 - RROS 49, 98
ﬁ-‘_4onzooa_ 10262004 _040. LANIER WOBLOMIDE. INC._ . __ . __ _ ;oo A /U BR1S1044 = 12024 . 34, 97,
o 10-200&6 10-26-2006 040 LANIER WORLDWIDE., ING 23845 A Isv BB1951 14 — 12024 Ll. 45
F '10-200&  10-24-20046 G40 QFFICE DEPOT 23855 A 1/ 354277190~ 14700 231, 41
A 10=R00b . \0-2622006. 060 UFElCE _DERQT . e L~ . _23R68 — & I/ 354887993 13700 . . . 13, 29
" 10-2006 10-26-200& 040 QFFICE DEPOT 238465 A 1/V 355109483- 14700 372,17
10-2006 10-2&-2006 040 OFFICE DEPOT 23865 A 1/V 356782875~ 14700 157, 92
e 10-2004 . L0=246=2004 ..040. CFFICE DEPOT .__... . .. .._.__  __ m;mae A _1/V_357458112-_14700 . 367,78, . .
: 10-200&  10-246-2004 040 PLATINUM PLUS FOR BUSINES 23865 P 1/V 101006-PH~ 14187 797. 00
: 10-2006  1:-02-2006 040 KATAYA IRYING 23865 & 17V 103006 - 9508 174, 42
e -LO-R2006. 11-02-R004...040 LAWRENCE MESSMER e e s CE3BAG. . AL I/V.10310A = 13190 . . . 180,00 .,
10-2006 11-09-2006 040 ABITA SPRINGS COMPANY 23845 A 1/v 30-0043&4- 1300 22, 89
10-200& 11-09-2006 040 BAZET PRINTING 23845 A 17v 2329 - 228 141, 3a
P 102006 . 11-09-2006. 040 BAZET. BPRENTING. ... ____. e 23885 A .. 14V D3R30._ .- 3205 — k23,73,
= 10-200& 11-09-2006 040 COMMUNITY COFFEE COMPANY 23865 A 1/V 4DBALIF1S~ 3500 122, 25
o 11-2006  11-22-200& 04C ABI1TA SPRINGS COMPANY 23907 A 1/V 300044449~ 1300 as, 97
v 11-2006 11-22-2004 040 AMERICAN MAILING. & SHIPPT . RAEAWT . .A L LIV ED311983. . 1828, 51.34
' 11-200& 11-22-2006 040 BAZET PRINTING 23907 A 1/v 2397 - 2228 S4, 02
i1-2006 11-22-2006 080 LAWRENCE MESSMER 207 A 1/V 111405 - 13190 45, 55
: + 11-200&4 . 11-22-2004 _.040 . OFFICE DEPQT ... R - 23907 . LA _1/V.389306931- 18700 430, 42 .
11-2006 11-22-P00&6 040 OFFICE DERQY 23507 A 1/v 3594533348~ {4700 418, 60
11-200&  11-22-2004 040 PLATINUM PLUS FOF BUSINES 23907 A 1/ 111006-MN- 15187 124, 50
- -11=2006 11-32-R006 040U SAFEGUARD 23907 A 17V 022576648~ 191324 33,73
11-2006 11-22-200& 040 SOUTHERN PAPER & JANITORI 23907 A 17V 32369 - 19585 202. 96
Fi-2006  11-30-2004 040 ABITA BPRINGS COMPANY 23907 A I1/v 30-00AS8S5- 1300 34. 87
--11l-2006. . 12-07-2006 . .040 BLATINUM BLUS_FQR. BUSINES —.— .. 20907 . 4 _1/V_11400A-84r .146187 54, 50
11~-200s& —154-2004 040 BAZET PRINTING zasa7 A 1/v 23972 - 2225 743, ba
: 11~2006 12-14-200& 040 COMMUNITY COFFEE COMPANY 23%07 A I/v 408463170~ 3500 154, 5
To.. 11-2006 . 12:-14-2004 _.040 PEREGRINE. CORPORATION .. , . . D307 —eBoL LN 3EDSED | - 14175, . .o 2 595._:1;. RO i
- 11-200& 12-14-2006 040 PEREGRINE CORPORATIDN 23907 A 1/V 361143 - 14175 2,235, 72
LS 11-2004 12-29-2006 520 RECORD ADJUSTMENTS 131 5i191% M - 167, Ba=
Y 1222006 - 01=08-2007... 040 AMERICAN. EAGLE COMBUTER ... ... —--R3%AR._ . A I/V.3S233RER - gD, .. I v "S- TS
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TOTAL ENVIRONMENTAL SOLUTIQNS, INC.

: REQUEST FOR CHECK ISSUE
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TOTAL ENVIHONMENTAL SOLUTIONS, INC.

Qf PO.BOX 14054  BATON ROUGE, LA T0BRE4056
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3675587621 |[12-20-06 | OFFICE DHPODT oA 1= ) =g
2135 112. 59
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B675587631 |12-20-06 | OFFICE DEPOT 84. 24 B4, 26
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923135 192. 14
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.ORIGINAL INVOICE

Office s,
PO BOX 5027 FERERAL [0: 39-2643754
‘DEPOT 551"

12/20!’2006 -
BILL To: SHIP TO:

D‘l f19!2007

Net 30 Days

TOTAL ENVIRONMENT SOLUTIO
487 TREASURE LK

ATTN: ACCTS PAYABLE DU BOIS PA  15801-9035

TOTAL ENVIRONMENT SOLUTIO

1824 RYDER DR o

BATON ROUGE LA 70808-4132 i
Q
[=)]

],llflllllllll'll[llIIIIIll'Illllll'llllllIlilll'!'llllllllll}

000523

. THANKS FOR YOUR ORDER
IF YOU HAVE ANY QUESTJONS
OR PROBLEMS. JUST CalL uS
FOR ACCOUNT: (800) 721-4592

4 TOUNE HARRGE A AT RN o RDER UAS b GHT PFEC DATE 7 0s 7]
COPELAHB,CHR ;arrueasua 36755#193 00 12!15!2006 12/18/2G06
2 ) AT S R e e A R e S e T A K A S S
' D1 000601389 DESKPAD,ALY,22X1F EA 5 3.190 15.95
. SK248 0007 Y 5 0
| . P :
. 02 000603083 REMINDER, SD ACD OLY §3/4 EA 3 21,990 85.97
| - $D389 307 T 3 ) a
q 03 GOO34BOST PAPER,COPY,8,.5X11,104 BRT €A .3 29,940 §9.82
® 45100 0D Y 3 ]
! Ch 000483677 RIBAON, PANASNG KXP1090,FA  EA 4 10.670 2,68 {8 -
® K251 T ‘ o 5
|
. DS  00Q477790 CALENDAR, MLY WALL,151/2X2 EA 1 13,990 13,99 &
i PHI2E 7 ¥ 1 o 5
06 000600542 CALENDAR, W TODAY [S$,4%/8 EA 1 21,990 21.99
K1000 Y 1 0
| 07  DDOPEY2YS FILE,EXP,A-2,LTR, N0 FLAP, EA 4 12,040 C 48.16
. ODR2T A Y 4 o
o 08 QoD96vz24 FILE,EXP,LTR, NNTH, NO FLAP EA 8 12.530 100.24
e ODRZ1 N Y 8 ]
| 09 00810929 FOLDER HANGING LTR /3 ¢U BY 2 §.690 9.38
- 21092 Y 2 o
.I 10 DODSITITY BINDER,DP,PSED,$.5X11,L8L EA 5 4,790 23.95
4 53112 . Y 5 0 X
Vo BT RO Jaag gy PAPER(BRIGHYS,24¥,8.5x11, &K 1 ) - Wit ann7 T Timw




ACCT-21A
PO BOX 5027 FEDERAL ID: 59-2663954

DEPOT oo™ I s

- . ORIGINAL INVOICE
Offic

F TNV ESE DA A ARy
12/20/2006

SHIP T0:

BILL TO:

TOTAL ENVIRONMENT S0LUTIO
487 TREASURE LK

ATTH: ACCTS PAYABLE = DU BOIS PA 15801-9035
o TOTAL ENVIRONMENT SOLUTIO =
d 1824 RYDER DR =
BATON ROUGE LA 70808-4132 gm-
IIIlI"I|lIIllI-l"lI!lllIlll"Illl"lllllllll|Il|l'l‘|llill‘"] %
THANKS FOR YOUR ORDER
IF YOU HAVE ANY QUESTIONS
OR PROBLEMS. JUST CALL US
FOR ACCOUNT: (BODY 721-46592
B T T VA . 0 R T VB T Y B R RN 713 550 1069 £ s S g oL P VALY - QS LY N, € A S RIS A TN S0

7 e COPELAND, CHRISTY 487TREASURE 367554293-001] 12/15/2006 11271872004
BRI EL AL *‘jéiaﬁ}.«a R L A L R R R BRI DAL L SR e
_ : S S

MLl - Lol 3 N N -
G R P 7 B e R S
s o g ; i‘é‘vg -
e A o A R Sl B e N b ST s e
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OTS-RE-28-D

Responsible Party:

OFFICE OF TRIAL STAFF DATA REQUESTS

TOTAL ENVIRONMENTAL SOLUTIONS
TREASURE LAKE SEWER DIVISION

Docket No. R-00072495

Analyst: Debra J. Backer

Reference pg. 1-14, Account No. 775.6, Office Supplies. Provide a
breakdown of items and costs included in this expense for $11,664.

Request for Additional Information: Submitted credit card statements and
checks provide no breakdown of individual expenses related to Account No.
775.6. Absent such breakdown and established nexus to this Account No.
775.6, OTS will recommend disallowance of the claim in whole or in part.
Further, to the extent that expenses are shared with the water division, a
percentage breakdown is necessary to compare the figures in the water case.

Updated Response: The original response provided a general ledger detail
printout for Account 60000 — 92135 Office supplies. The GL Account
number on the rate filing is 775.6 for this account. However, they are one
and the same.

The total of $11,664 is arrived at based on the following:

Direct purchases of Office Supplies 60000 - 92135 $6,649

Allocation of Admin. Office Supplies 199 — 92135 $4,542 -
Office Supplies
199 - 92135

Account Balance $54,947.73

.PA Share 18% $9,891

TL Share 70% $6,970

TL Water Share 35% $2,428

TL Sewer Share 65% $4,542

Office supplies charged to Account # 60000 ~ 92135 are normally split 50%
to Treasure [ake Sewer and 50% to Treasure Lake Water
Account # 57000-92135. The balance of Treasure Lake Water
#57000 -92135 Office Supplies for 2006 is $5,463.78.

Wayne Owens
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TOTAL ENVIRDNMENTAL SOLUTIONS, INC.

[}
1
PAGE 1 |
e B O o BB PMo . e e . -~ —-DETALL GEMERAL LEDGER .. ... ... ... .. IAYNE !
H
."{ ACCOUNT RANGE: 92135 - 92135 DEPARTMENT RANCE: 199 - 199 II
Fp----COMEANY. . 000001 . SELECTIONS:. .. ACCOUNTING CYCI ES' FROM.01~2006 _THRU 13=D004  ACCOUNT TYRE. . QL . ... ..BEQUENCE: ORGANIZATION i
[EH O
' co. DEPARTMENT ACCOUNT AMOUNT !
I.‘,'....-A.C_Y—_YMFL.A._ - TRANS .DATE.. T/C.__. -RESCRIBTION . s/F#._ BATCH. —HEFH SOURCE .. FRIMARY REFERMCE/DUCUMENT._ . R - |
t‘ 000001 [eleloB Qb TGTAL ENVIRONMENTAL SOULUTIONS 092135 OFFICE SUPPLIES & EXPENSES BEGIMNING BALANCE . 00
oo 2012006 01-26-2006 Q40 OFFICE DEPOT e e e ... 23871 . A LY QIB&AIABAx 14700 . ... . ... RLZ SS9 _._ _Iv]
vl Q1-200&6 01-R26-2006 040 OFFICE DEPDT 23471 A 1/Y 318492099~ 14700 317,17
o Q:-2006 01-26-20046 040 OFFICE DEPQT 23471 A 17v 31B&F7099- 14700 144 92
i —m_nlraé;:m._mn__eum-mun.EJ_us_EnB_aus:_uEsH_.w.__ 23471 A 1AW 121008-61= 14)R7 30 00
o 0i~200& 01-26-2004 040 EBAFECUARD 23471 A /v 021657776~ 19126 264, 43
-2 01-2008 02-02-200& 040 LOWE'S 23471 A 1/v 933804 - 12700 274,55
e 012006 . GR-02-200a . 040 SBELATINUM. PLUS EOR BUSINES] . . . RRAZV .. & 1/V O11006=PM- 16187 . . 1q. 080, _— e
% 01-2004 02-02-200& 040 PLATINUM PLUS FOR BUSINES 23471 A I1/V 012006-J¢~ 16187 d91.78
o 01-2004 02-09-200& 040 ABITA SPRINGS COMPANY 23471 A 1/V 300021386~ 1300 &2, 20
if.!__-._ﬂ..‘L:EQQﬁ - 02=09-2004. DAD ._BAZEY _PERINTING PV =1 ¥ 1.2 A 14U _D3795 o _Rang . .. .273.01 Lo
jard 01-200&s  02-09-2004 040 COMMUNITY COFFEE 235871 A I/V 608450117 3600 59, 5% v
2 01-200&6  02-09-2006 040 WNEGPDST LEASING 23471 A 1/v 11293204 - 14200 189, 664
’%_W_QL:ZDOb - 02209-2006 040 . QFEICE DEBAT .. . _ _.___ __ _ L2347 & 1AL 320124585 14700, .. .. ... B14. 35 |5
I ©1-200s 02-09-2006 040 OFFICE DEPQT 23471 A 1/V 320124954- 14700 152, 06 i
N 012006 0O2-16~2006 040 ABITA SPRINGS COMPANY 223471 A I/y 30002a541—- 130C 5&, 48 ,
01 =D0OL 021622006 04D AMER I AR FAQLE COMPUTER e e e . . —_27471 A 1y ZyA9PRE2 = 182G . _.. _ .. _35&. 34 . RN T
[ 01-200&6 02-16-200& 040 BAZET PRINTING o347t A 1/v 22814 - 2225 58, 31 H
L;‘_ 01-2006 0OR2-16-2006 040 OFFICE DEPOT 23471 A 1/v 321614957~ 14700 107,937 "C
;_j,___m.-_aaqa__ne-.-.m—_zooa -84Q. OEFICE DERQT e 2347 A 14y 322140088= 14700 .- 1. 2 4 S cerh]
O] 01-200s 02~14-2006 040 OFFICE DERDT 23471 A /v 222982992~ 14700 143, 07 I
it 01-2006 Q2-16-2006 040 OFFICE DEPOT 23371 IS 1/v 322982993~ 14700 16, 91 X,
V- D1=3004. 02-1&6-2006 . CAD... REREGRINE-CORRORATION . ... ._. ___ 2734871 & ALV Tate =7V NS V% by 13 [P~ RN = b - 3 _..—:\
i 01-2006 02-14-2006 040 SOUTHERN PAPER & JANITORL 23471 A I/V 12262 ~ 19885 247, 69 =
B 02-2006 02-05-2006 040 ALTERMAVTIVE MAIL Suc 23510 'y 1/v 13943 - 1971 249, 48 Fl
£i—-~ 02=2005 . 02+716-2006. .04C . AEITA SPRINGE. COMBANMY. ., ___ . ©o. —R3%0._ . A 14y 80-000077- 2200 ——— 3825 __ _ _I7
o Q@-2006 02-16-2006 040 OFFLICE DEROT 23510 A 1/v 323483434~ 14700 398, 98 "l
Y. 02-2006 02-16-20064 040 OFFICE DEPQT 23510 A I/v 3234B3634— 14700 & %7 ]
s,7 - - 0&=2004. 02:14-2006. 040 . OFRICE.. DEROT T o — e o L. _ARBID . A /Y SDR4RA436= 14700, . Lo 582 L g
i 02-R00&  02-16-2006 040 OFFICE DEPGT 23510 A 1/v 3223510231~ 14700 143. 75 T;!
42-2006 02-16-2006 04C¢ OFFICE DEFQT 23510 A I/v 3241BRAEYS— 14700 103, 92 [
v 022004, 02-16-D006 040 . OFEICE.DERAT., . ... . . . Axswp L A1/ _3281BIF9T7-_14700 . 13.85 £
O02-2004 03-02-2006 040 WJS ENTERPRISES, ING. 23510 A 1/V 348544 = 23500 330. 27 e
: 02-2004 03-09-2006 040 COMMUNITY COFFEE 23510 A I/V 6084460394~ 23500 117, 49 !
:;'.....-oa-.-.aooa...oa—.oa.—gopa D40. .OFFICEDERDT . ce23B10 —— b I/ 3229826592~ 14200 31. &5
g 02-2006 03-09~2006 040 OFFICE DEPQT 23510 A I/V 324439515~ 14700 380. 54 '
" 02-2006 03-09-200&6 040 OFFICE DEPQT 23510 # 1/v 3286205%158- 14700 &3, 4B
G2-20046 0N3~09-2004 040 . PEREGRINE LOREDRATION .. . S E38L0.. &1/ 30T0AS - 16175 . 2,499 .82
- G2-2005  03-09~2006 040 PITNEY BOWES 23510 A 17y 490988 - 16179 321,85
03-200& 03-16-2006 040 BAZET PRINTING 23582 A 1/v 22941 - =22as 247, 82 ‘
03720046 ..02716=2005 040, BAZET PRIMTING  _ ____ _ . _ _ 23580 A L/v 22982 = @28 . ... 254,20
- 03-200& 03-16-2006 040 OFFICE DEROT 23552 A 1/V 32&4089792- 14700 &80, 05
}-.; 03-2006  03~16-2006 040 PLATINUM PLUS FOR BUSINES 23552 A 1/V 02-1006-J= 14187 194, B& i
’ —~-03-2006 ..03-16-~2008 Q40 .., PLATINUM Pi US FOR, BUSINES ... . 235862 A 14y OR100b=MN- 1E£1H7 . ., RS § 5 DA - SO T
: 03-2006 03-14-2006 Q40 STAR PRINTING 235852 A I/v 44%03 - 19710. 7B4&, 63 3
: 03-2004 03-23-200& 040 OFFICE DEPOT o 23552 A 1/v 324205159~ 14700 59. &4 =
e 08=2004 --03=23-2004. . _04AQ . OFEILE DERQT L oHego & LIV RR6207140= 14700 . . __ au7.18 -
- i - i o - ™ 3 = ™ ™
R R R R
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L RSHEIT Uo-11-~08 TOTAL ENVIRONMENTAL SOLUTIONS, INC
Q_MLAEm””1maﬁm-_m e — - —t—mie—— . — DETATL .CEMERAL- 1 EDGER ... _. ._

*

ti ACCOUNT RANGE: 92135 - 92135 DEPARTMENT  RANCE: 199 -~ 199

t:.. COMPANY. 000001 .SELECTIDNS: -- ACCDUNTING. CYCLES: EROM. 01~2006 THEU_13=2006.. _ ACCOUNT TYPE:. G/L . . SEQUENCE:
E! co. DEPARTMENT ACCOUNT

FL&-—&NHYRukn-IRANS—DAIE—_ILC-_ DESCRIATION. ... _ __ ~ JAE#_BATCH  REES SOURCE .. PRIMARY.REFERMNCE/DOCUMENT
m

‘j 000001 000199 TOTAL ENVIRONMENTAL SOULUTIONS O9Y213%

4.

OFFICE SYPPLIES & EXPENSES

PAQE -2
WAYNE . .

ORGANIZATION

AMOUNT

t
g
BE@INNING BAL ANCE , 00 l
i~ -~ Q322006 . 03-23-2004&..040. OFFICE. DEFOT.. . e i oL 23882 £ i 3R4TQRTEOD=_. 14700, . _ . 24112 Ch
= G3-2006 03-23-200&6 040 OFFICE DEPOT 23852 A I/v 337144777~ 14700 254. 80 b
fe 03-2006 03-23-2006 040 OFFICE DERDT 23E5R A 1/v 327144778~ 14700 33. 26 I
K .. 03~2006 —03=30-2004—_..040 . AMERICAN_MAILING & SHIPSI . __ _ __ -——R3GBA . 4.1V 60703003 .« ..1828 .. e . BT9. 97 -
4 03-2006 03~30-200&6 040 AMERICAN MAILING & SHIPPI 23552 A I/7v 40703436 - 182@ i24. 08 -
'] 02-2004 03-30-20046 049 BAZET PRINTING 23582 A 1/v 23015 - Raas 269, 18 -
) cme 0322006 .03-30-2006& 040 . DEFICE REROT..... . .____ . _ . 23552 b . 1/v _32AR0LL&A-. 14700 , . 22,02 i
T 03-2006 03-30-200&4 040 OFFICE DEPOT 23552 A 1/V 3289044669~ 14700 &78, 92
: 03-200& 03-30-200&8 040 OFFICE DEFQOT 23852 A 1/V 329790170~ 14700 228. 90
Bl 03=200&. 03~30=2004 QA0 __OFFICE DEROT. .. ___ . 2ABED . LA 10 nR97E0iIT71= SATO0. . . .. 50..748
G3-2006 03-31-200& D40  COMMUNITY COFFEE 23552 A Irsv 0608446047~ 034600 79. 9%
L 03-200&  03-31-2006 040 WJS ENTERPRISES, [NC 23552 'y 1/v 350427 ~ 234600 458, 25
e G3T2006. 04~20=-20Dé . 040, OFFEICE DEPOT. .. _ __,. .. . - 23852 A 14 _AR51976102 14700 ——ae o —-oLs 29349
= 03-2004 04-20-2006 040 OFFICE DEPOT 23552 A 17V 330725874~ 14700 302, &2
ke 03-2004 0S-05-2006 520 RECORD ADJUSTMENTS 131 S1559 M 20. 00—
‘;.__DA=~DQAN-04ﬁ20:20ﬂﬁuiyuh-MAINﬂkJRMIMGE____--____",___‘,,”“ 23580 Fs 1/Y DAIROA = 9504 v imae .o 238.04
i 04-2006 04-27-200& 040 OFFICE DEFOT 23570 A 1/v 331348237~ 14700 315 o=
[ 04-2006 04-27-2006 040 OFFICE BEPOT 3590 A 17V 331348239~ 14700 13,72
. .04=R00&. 05-Q4-2006 040 OFFLCE DEPODY R ...jﬂ&iﬁ~_ﬁ___"*__JL___JJH_3322&5355:_l51QQ-n.._ 103, 92
U 04-200& O5-04~200& 040 DFFICE DEPOT 23590 A 1/V 332401278~ 14700 899, 41
i34 04-200&6 ©5-11-2006 040 COMMUNITY COFFEE 23590 A 1/V 6084850952~ 24600 77.04
e DAR2OCA, . DS-11-2004 . D40, _COMMUNITY. COEFEE COMPANY. —_ 23890 £ LiN_4HAORALINIAG- . 3600 _ ... __ 32,70
- 0A-J006 05-11-2006 040 OFFICE DEPQT 23590 A I/V 333129205~ 14700 161,87 :
%I 04-2006 O05%-11-2006 040 OFFICE DEPOT 235%0 3 1/v 3331292106- 14700 50,73 :
b - DA=2Q06. .05~11~2006 . Q40 COMMUNITY COEFEE ., _  Souog b LAY GOB861237- 3800 . _ . _ _
ko 05-2006 05~18-2004 040 ABITA SPRINGS COMPANY 23629 A 1/v 3000292 - 1200
b 05-20046 05-18-2006 040 OFFICE DEPOT 20629 A I/ 324182897~ 14700
l‘", -2 052004 | O05-18~2004 --Q40 DEFICE NEPAT e 23629 A 1/ AR4237P/S- 14700
“ 05-2006 O5~1B~2006 040 PEREGRINE CORPORATION 3629 A 1sv 322987 - 156175
L' 05-200& 05-1B-2006 040 PLATINUM PLUS FDR BUSINES 234629 A 1/V 05100&-PN- 14187
Q5-2006 0S-18-200& 040 SOUTHERN .PAFER , &. JANITORI - 23029 a0 1sy 18114 - 155ag -
o 05-200&4 05-25-2004 J40 ABITA SPRINGS COMPANY 23629 & 1/ 300031490~ 1300
L 05-200& 05-25-200& 040 OFFICE DEPOT ’ 232629 A 1/¢ 335222905- 14700
I . -05=2006. .05=2522004.. D40 BLATINUN.PI_US. FR BUSINES . _,,._ __ _ _=oano A 14V OB10048=-JC~ 141A7
o 05-2006 0&6-01-ROVE 040 KATAYA [RVING 238629 A 1/v 0524604 - 9505
b 05-2006 04-0B-2004 OA0 OFFICE DEPOT 23629 A 1/v 33&6B47399- 14700
: 06-2006 06-15-200&6 040 AMERICAN MAILING & SHIPRI 2A6ET.. - LA L LIV 60106582 .~ _1ADB
[ 06—2006 06-15-200& O40 COMMUNITY COFFEE 23bET A 1/V 408461464~ 3600
. O06-2006  0A~15-2006 040 COMMUNITY COFFEE 23869 A 1/V &0BAL41%14- 360D
_?___OA=RQDA._QbrL5=ZODﬁ__DAQ__DEELCE DEBRRT T e W236AR L LA L1/ 33AB47399- . 14700 204. 48
L 062006 06-1%-RO0& 040 OFFICE DEPOT 23669 A 1/V 33774B05%~ 14700 881. 70
i 062004 06-15-200& 040 OFFICE DEROT 23649 o 1/v 33834BA2B- 14700 237.27
<i.— . 0A=2D0A. 06715-2006 . .040 OFEICE BEROT . __ 23682 .. .. L. L. ALL.I/V_ 338970091~ 14700 . 104, 79
i 06-2006 0&-15-2004 040 OFFICE DEPDT 20667 A 1/V 339878156~ 14700 154, 90
Copt 06-2006 06-15-2006 040 OFFICE DEPOT 23649 A 1/v 340310102~ 14700 488, 77
DA=R008 06— 15-D004. 040 EERFORINE. CORECORATINN ° i v Y 1/V_ 327077 - 14175 2, VB9 R3
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RG&PO oOR-11-06 TOTAL ENVIRONMENTAL SOLUTIONS, INC. PAGE r 3 3
Fr——b e O R~ - 1228-PM - e ————— - ——— DETAI L—CENERALLEDAER —_ ia it i reem e o k= v e e ens v WAYME e :_
L k)
X ACCOUNT RANGE: 92135 - 92135 DEPARTMENT  RANGE: 199 - 199 d
;('l._...cunmm'y 000001 .SELECTIONS: . . ACCOUNTING-CYCLES: FROM -01-32006 THRU 13-20046 - ACCOUNT _TYPE: G/ SEGUENCE: - QRCANIZATION .. Y]
! A ;

i co DEFARTRENT ACCOUNT AMDUNT ]
“\;""" LNrmYR - TRANS..DATE-. S Lw . - DESCRIATIOMN— —v o — oo — o e JAE# — BATCH— REF#. SOURCE... PRIMARY_REFERNCE/DOCUMEMNT . —— —. T

000001 000197 TOTAL ENVIRONMENTAL SOULUTIONS 092135 OFFICE SUPPLIES & EXPENSES BEGINNING BALANCE . 00 ]
D&=2004. 06—15-2004 040.. SOUTHERN DRILLING SURPLY. - .- . . ... 23889 'y 3N QA0AD e = ASEAD e L2304 L
04-2006 O0&—22-2006 040 PLATINUM PLUS FOR BUSINES 236569 A 1/V Q&1 206~JB—~ 161R7 &68. 65 .
0&6=2006 O06-2R~2006 040 PLATINUM PLUS FOR BUSINES 236649 A 1/V 043120&6~KN=— 14187 3a5. 99 £
e D5=2005 ...06=2F=2006 .. 040 .. KATAYA_IRVING. .. . __. 23659 A 1AL Q5240 8w e wFB05 —— .. -182..18 - -3
06-2006 0&-29-2006 040 BOUTHERN PAPER & JANITORI 2386469 A 1/v 21013 - 19565 230. 58 K
06-2006 06=-30-200& 040 ABITA SPRINGS 23669 & 1/v 300034720- 1300 38,15 .
... O&-RODE, Q7.-Q06=200& .040 AMERICAN EAGLE.COMPUTER, .. ... -1 7V Y. A 1/V RBOTORED =  IBAR. ... ... 354,26, -
% OA—R00&6 06-26-2004 046 AP VDID CHECK 23869 A 1/v 21013 - 19540 230. 48~ :,
= 07-2004 O7-13-2006 040 COMMUNITY COFFEE COMPANY 23709 A I/v 608861792~ 3500 71,01
) .0Zn2006 07-13-2006 ._040. .DFEICE DEBOT .o it oo e oo . 20708 Fy 1/ 340552238~ 14200 ——— 521..70 e
bt 07-2004 07-13-200& 040 OFFICE DEPOT 23709 A I/V 3413149722~ 14700 2,93 g
‘-{ ©7-2004 07-12-2004 UAD DFFICE DEPOT 23709 A 1/v 341180131~ 13700 408. 13 %
P -..02m2005. 07-13-2006 040 WJE ENTERBRISES, .IMC_ . LRIAZOF — AL 1sw 354578 5.23600. ) 483,37 . N
o Q7-2006 07-20-2006 ©40 DFFICE DEPOT 23709 A I/V 342026859- 14700 144, 53 N
3 O7-200&6 07-27-2006 040  KATAaYA IRVING 23709 A 1/V 0726068 - 9505 202, 11
L. .0F=2004 .. Q2=27-2006 0AQ . .OFFEICE_DEPOT.. o0 . acmiiecicie e oo 3208 Lo 1/V_ZARL57532= LAZOO. . .o . 452.48 . A5 4
U7-200&6 07-27-2006 040 PLATINUM PLUS FOR BUSINES 23709 A I/V 071006=TZ~ 14187 159, o2 i
L 07-200&6 O0B-03-2006 040 ABITA SPRINGS COMPANY 23709 A 1/v 30003%817- 1300 8. B& .
b . D7-200A . ODB-03-2004 Q4¢ BAZET..PRINTIMG - - - 23708 PN WAVER-IcV V> WS- -~ FN 258. 74 .
I 07-2006 08-03-20046 040 BAZET PRINTING 23707 A I1/V 23444 - 2228 272, 52 B
> 07-2006 0B-03-2004 040 BALET PRINTING 23709 A 1rv 23499 - 2225 13, 67
Elemn0722006. . OB=03~2004 - 040. .BAZEL PRINTING_ . . .o ._ .- ._.. 237209 s Arwoasvs - o 2a8 .Bg. 41, . vi
l 07-2006 0B8-03-2006 O0AC OFFICE DEPOT 23709 A 1/V 342487532- 14700 1. 41 1-,
[ 07-200&6 08-03-200& 040 OFFICE REPOT 23709 A 1/V 334309766- 14700 240,73 .
[¥......07=20046 . .08=03=2006 040 _.PEREGRINE _CORPORATIOM . _ e, . L2709 .4 TV 3ANIE = AAITZS. ... . JFA4.85 |‘
(3 07-2006 08-03-R006 04C SOUTHERN PAPER % UANITORI 23709 A Isv 24424 - 19585 224,78 R
i 07-200&6 08-03-200&6 ©Q4&¢ SOUTHERN PAPER & JANITORE 23709 A 1/V 2460% - 19585 34,75
F‘.,. —.. 022006 .0B=17-2004. _0A0 ..COMMUNIIY COFFEE. COMBANY. . ... .., .. D3709 e B AN GORARAOID=, 3ROG A 86 BRI oS
07-2006 OB—17-200&6 040 PLATINUM PLUS FOR BUSINES 23709 A 1/v 07100&6—MN— 16187 43. 08 }:_.
|‘.; 07-2004 08-24-200&6 040 OFFICE DEPOT 23709 I3 1/v 345724240~ 14700 233.81 )
7 - Q7=200& 08~242200& . 0AQ. . OFFICE DEPOT. . . ... ... 23709 A I/ 3857RADR0~ 18700 ... . _ .. .- RLIR.. _.‘F:-]
r 07-2006 08-24-2006 040 PLATIMUM PLUS FOR BUSINES 23709 A 1/v 071006-PM~ 16187 102. 0% 4
\ 08-R006 08-24-20058 040 PLATINUM PLUS FOR BUSINES 237549 a 1/v OB10Q&=-SJ=- 16187 a2 70 F—]
- QB20A06 QB-R1-2006 040 .ARITA SPRINGS. COMPANY. .. _ ..... . .eR749 I WAV N0 ToYoTo he V=Y = b du: ESRD T (o T WAUUPU VR | I~ SO
r 08-200& 08-31~2006 040 KATAYA IRVING 23749 A /v 0B2BO& ~ 9505 194, 91 -
‘- 08-200& 08-31-2004 040 HNORTHROP GRUMMAN 23749 & 1/V 1-958B899- 14440 452, 50 G
|_'lﬂ.. . UB-2006 08-31-2004 040 OFFICE DEPQT . . oL, R . 23749 & 14V 344418319 38700 oo .o 1250 SR |
Py 08-200&6 OB-31-2004 ©O40 OFFICE DEPOT 23749 & I/V 344415319~ 14700 2. 55 2
=, 0B-200&4 0B-31-2004 040 OFFICE DEPOT 23749 a 1/V Z4&6990B87- 14700 97.75 B
Limin DB=2006 __0B=3L=2004 . .0AQ._.OFFICE DEROT. __, . e e . ... .__23749 A 1/y R4MD9404T= 14700 L5455 3y
0B-200& 0©B8-31-2006 ©4G OFFICE DEPOT 23749 A I/v 249322477~ 14700 21, 78~ =
08-2006 O0B=-321-200&6 040 PLATINUM PLUS FOR BUSINES 23749 A I/V OBLOOG-TI- 16187 37. 05 I
~..08-2006. 09-1422006 .040 ABITA .SPRINGS COMPANY. . ....___. . . ._..23749 A LY _300Q39R06=. 1300 BN < T -~ SR |
08=-200& 09~14-2006 040 COMMUNITY COFFEE CDMPANY 23749 A 1/V &0B8462351- 3400 107.75 E_i

N 09-2006 QF-21-2006 ©40 WKATAYA 1IRVING. _ 23778 A 1/v 09006 - 9505 148, BO T
¥ 023004 ..02-DE~3004 _.040 .. ABITA _SRINGS_COMEANMY e oRTeR A 12V _2OA0ANAE2— 17300 — 49 A0 [
- - - {-\. .n. - ‘.\ . -~
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L RGOIO 02-11-08 TOTAL ENVIRONMENTAL BOLUTIONS, INMC. PAGE -5
e 8D Faee .. 1:28. PM.-- e e en-— . DETAIL CENRRAL_LEDCER_ - —_———— - . - . . WAYRE .. — {)
fl ACCOUNT RANGE: 92135 - 52138 DERPARTMENT  RANGE: 199 - 199 I
"1. - COMPANY . 000001 SELECTIONS: . ACCOUNTING .CYCLES: .EROM O01-2006 THRU_13=2005— ACCOUNT T¥PE: QAL .. ... .SEAUENCE:.ORGANIZATION .}-:
iy e,
i’ co, DEPARTMENT ACCOUNT AMDUNT L
-',I —-L¥Y=YR ...TRANS -DATE. T/C. .. DESCRIATION ——— i _J/E#—.BATCM — REE# GOURCE . PRIMARY..REFERMCE/DOCUMENT. —. . . s
‘| ;
'3 GO0G0 L 000199 TOTAL ENVIRONMENTAL SOULUTICONS OF2135 OFFICE SUPPLIES & EXPENSES BEGINNING BALANCE . 00 i
| ~- 12-200&. 01~04=2007....040 OFFICE DEPOT « .t oiiimciien aeeee = . 23GAQ r 1/V_3&66242330=_JA200 . . cim... .. 1,134,730
LY 12-2006 O01~04-2007 ©040 SOUTHERN PAPER & JANITORI 23949 A 1/V 35511 ~ 198BS 126, 63 et
F': 12-20046 12-07-2006 040  KATAYA IRVING 23740 A 1/v 1204068 = 950% 135. 83 .yi
L lRmM2006 .. 12=14-2008. 040 ABLTA-SERINGS COMBAMY .. .__ . _._273940 Py 1/ 30=004456= 1300 . . . .in o em eam w3587 1Y
12~2006 12-14-200&4 O40 WAYNE OWENS 23940 A I/V 120806 ~ 15404 51,16 "
! 12-200&6 12-21-2006 040 EBAZET PRINTING 23940 A 1/vV 24032 - 22z2zs 4589, 95
h--—-1R2-200& .. L2-21-200& .. 0640 OFFICE.DERQY . . ——— oo . 23240 Ao 17y R6eDA114F1- 14700, .- .545. 45 1
12-2006 1R-21-2006 040 OFFIiCE DEPOT 23940 A 1/V 363982753~ 14700 av. o= .
Iy 12-2004 12-2L-R00& G40 OFFICE DEPOT 23940 A I/V 343982753~ 14700 1. 54
{ ~elRTZ006 . 12-2172004. 0A0.. PLATINUM PLUS_EOR BUSIMNES . - 23940__ A L/ 1211 04=FM~_ 16187 . 5. Qo
r 12-2006 132-2B8-300&6 040 ABITA SPRINGS COMPANY 23940 A 1/v 30-004758- 1300 20, 52
[‘:- 12-2006 12-31-200&4 040 EXECUTONE DOF CENTRAL LA 239439 A i/V 124885 - 5550 125. 35
El . P e e a4 e o —— —_ENDING _REAL ANCE .- 54, ¥47.70 .
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SDF Exhibit No. 3
Attachment §

4 pages
Totzl Environmental Solutlons, Ine.
Treasura takg Sower Division
Siatenent af Net Operating Revenue Unader the Existing Rates tor the Twetve Months
Enged Cecember 31, 2008 and December 31, 2007, and Under e Proposed Rates
Answar 1o 52 Pa, Code § 53.52 (cX1) - Shoet Mo. 1a
Anticipatad Revenue Arzicipated Reveruo
Per Books at Present Rates at Propased Rates Company Rebuntal Testimony
Year Ended Year Ended 12731407 Yaar Ended 1231/07 Adp Adjusted
1231106 Adjustments Amount Adustment Amourt Hote Amagurt Total
Operatng Revenuas 31,118,510 1$148,733) Se71.777 5269666 $1,241,443 {$52.860) 51,178,583
Opamting Revenue Deductions-
Operating Expenses 5788902 $45093 $432.905 $833.985 {$65 948} $783.048
Depreciption 111026 {8,896) Hir k"] 102,130 3 598 102,728
Incoma Taxes: .
State Income Tax Q 0 4] 0
Federal Income Tax a 0 Q 0
Requlatory Assessments 4,000 2547 6.947 1,849 8,596 (365} B.214
Payroll Taxes:
FIC A, 8,529 408 8,037 8,927 b 192 9,128
FUTA 626 (80) 546 548 b 7t 817
Pa Unemplayment 1,546 302 1,848 1.848 b 240 2,058
Property Taxes 6,055 6,055 6055 8,055
Hisc Taxes 1.149 1.149 1,149 1,149
Tota! Operating Revenue Deductions $921,833 $39.774 5961607 $1.849 $983,256 {$85,263) $897,993
Net Operaung Ravenues . $280,590

$186,677 (5186,507} $10,170 $268,017 $278.187 $2.403

tlotes
a) Reler to TESI-Sewer Statement No. 2R, page 1. Revenua Increase [Adjusted Per Company Rebuttal Testimony)
o} Refer to TESI-Sewer Statement No. 1R, page 4. Adjusted Operating Revenue $1,178,583
Operating Revenue at Present Rates {12/31/07) 971,717
Adjusted Revenue Increase $208,808



Total Environmeral Solulions, tnc.
Q Treasure Lake Sewer Oivision
.’ Statement af Oparating Expenses for the Twalve Months
Ended Docember 31, 2006 and December 31, 2007
o Answer 10 52 Pa, Codo § 53,52 {¢)(1) - Sheat 1b
Adjusted
Q Per Books Gaing-Leve! Futurg Test Company Rebuttal Testimany  Future Test
Acct, Year Ended —— Adjustments --—  Year Ended —— Adjustments -~ Year Ended
. Mo, Account Description 12/31/06 No. Amount 12731107 No, Amount 123107
. 711 Salanes & ‘Wages 53060 1 $73 $463
701.2 Salares & Wages 12,128 1 2,270 14,399
7013 Sataries & Wages 4,348 ] 813 5.161
o 7045 Saianies & Wages 42,156 1 7,889 50,045
701.6 Salanes & Wages 16,153 1 3.022 19,1753
0 70t 7 Salaries & Wages 4,957 1 926 5,883
708 Salanes & Wages 8420 1 2,689 11,118
o Total Salares & Wages 588.562 $17,682 $106,244 a §8.067 3115211
0 7040 Employes PLE $15,205 $15,255 £15,295
711.0 Sludge Removal 46,800 3 (56,866) 39,934 39.934
® 7150 Purchased Power 161,968 161,968 161,968
7180 Chamicals 18.451 18,451 18,451
0 72,5 Matenals & Supphies $e £9 $9
7208 Materials & Supplies 128 129 129
. 7208 Malerials & Supplies 16.835 16,835 16,835
o Total Maneria! & Supplies $16.973 50 $18.973 50 $16.973
. 731.0 Contract Services - Engineering 57.227 $7.227 $7.227
733.0 Coniract Services - Legal 1,495 1,485 1,495
7340 Salares & Benefits (AFS) 45,842 45,942 45942
. 734.0 SLECA Management Fees (AFS) 18,761 . 18,761 18.761
7340 Contract Srvc (AFS) 36,1313 36,133 36,133
[ ] 73,0 Telecommunications (AFS] 3,703 3,703 3,703
734,0 Deprecigtion (AFS) 2122 2,122 2,122
. 735.0 Contract Services - Testing 14,842 14,842 14.842
736.0 Centract Services - Other 10,003 10,003 10.003
. Tatal Contractual Services $140,228 $0 $140,228 $0 $140.228
() 7410 Rental of Building $7,339 $7.339 b (54.049) $3.290
7420 Rental of Equipment 2,872 2872 2,872
. 7500 TYransportation Expense 20,185 20,485 20185
. 757.0 Insurance - General Liability $83.956 $83.956 c $1,833 $85,78%
758.0 Insurance - Workenan's Comp. 4,969 4,968 4,869
(] Total Insurance $89.925 50 $88.925 $1.833 $90.758
. 7680 Regulatory Commission Expense 30 4 $53,333 $53,333 $53.333
1 7700 Bad Debt Expense 129,056 3 (19,056) 110,000 d ($78.277) 33723
.'i 775.0 Misceflaneous Other $13,562 $13,552 $13,552
7758 Computer Expanse 604 604 04
. 7756 Janitorial +,560 1,568 1,568
7756  Ulitias 2326 2.326 2326
(] 7756 Cffice Suppliss 11.664 11.664 e (3472 11192
7756 Security 3 K} k)
. 7766 Telecommunications 0 0 b 4,049 4,049
7759 Postage and Shipping 16.000 16,000 16,000
775.30 Dues and Subscriptions 2258 2.258 2.258
. 77542 Travel 3,783 3,789 3,789
| 77513 Educalion and Training as5 435 485
Tata! Miscallaneous Exponses $52.248 50 $52,248 $3.577 $55,825
Total Operating Expenses $783.902 545,003 $833,995 ($65.949} $788.046
Nates:

a) Reler 1o TESI-Sewer Statement No 1R, page 3,
b) Refer to TESI-Sewer Statement No 1R, page B.
¢} Refer 1o TESI-Sewer Statement No 1R, page 6.
d) Reler 10 TESI-Sewer S1atement No 2R, page 7.
@) Reler 1o TES!-Sewar Statement No 1R, page 8,




1) Based on 45 days of pro forma operating and maintenance expenses.

45 x ($833,995 - $110,000) / 365 =

45 x ($768,046 - $33.723)) 365 =

a) Refer to TESI-Sewer Statement No. 2R, page 1.

$89,260
$90,533 b}

&
&
@
®
)
0 Total Environmental Solutions, Inc.
& Treasure Lake Sewer Division
Statement of Calculation of the Rate of Return Under the Existing Rates for the
® Twelve Months Ended December 31, 2007 and Under the Proposed Rates
Answer to 52 Pa. Code § 53.52 (c){1} - Sheet No. 2
@
®
.’ Adjusted
Originatl Cosl Original Cost Original Cosl
® 12/31/07 12/31/07 Company Rebutial Testimony 12/31/07
at Present at Proposed --— Adjustments ----- al Proposed
o Rales Rates Nole Amount Rates
®
® Total Utility Plant in Service $7,452,239 $7.452,239 a $25,595 57,477,834
o Less:
Reserve for Depreciation {Net) (3,225,441) (3,225,441} a (598) (3,226,039)
: Total Depreciated Wlitity Piant in Serv $4,226.798 $4,226,798 $24,997 $4,251,795
. Add:
Materials & Supplies 9,309 9,309 ¢ 9,309
® Cash Warking Capital 1) 89,260 89,260 b 1,273 90,533
o Deduct;
o Contr. In Aid of Construction (Net) (1,285,076} (1,285,076) {1.285,076)
. Total Measures of Value $3,040,291 $3,040,291 $26,270 $3,066,561
@
Pro Forma Return;
. Present:
Dollars $10,170
@ Percent 0.33%
@
Proposed [Indicated}: _
@ Dollars $278,187 $280,590
. Percent 9.15% 9.15%
Nole:




Total Environmental Solutions, Inc.

Treasure Lake Sewer Division

Regulatory Assessments

Revenues at Proposed Rates
Add: PennVest Surcharge

Total Operating Revenue
Assessment Factors:
PA. P.U.C.
Consumer Advocate
Small Business Advocate
Regulatory Assessments at Proposed Rates

Regulatory Assessments at Present Rates (Going-Level)

Regulatory Assessments Adjustment

0.004473555927
0.001473420785
0.000172419378

$1,178,583
163,354

$1,341,937

$6,003
1,977
231
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Total Environmental Solulions, In. - Treasure Lake Sewer Division
Derivation of invesiment Risk Adjustment Based upon
Ibbolson Associates' Sjze Premia for the Decile Porifolios pf jhe N'YS| EXMNASDA

[
[L~]

3 4 5
Applicable Declle
of the . Spread from
P Applicabte Size . :
Ttal Capitalization (incl. Short-Term Market Capialization an February 8. NYSE/AMEX e Appkcable Size
Line No. Debl for the Year 2005 2008 (1) NASTAQ Frarmiit for (2}
{ miltions ) (times larger) { milliens ) {times largers .
1, Total Environmental Solulions, inc. - Treasure Lake Water
Division -3 1. ()
a. Based Upen the Proxy Group of Six AUS Ulility Reports Water
Companies $ 1624 10 (4) 5.82% 51
b. Based Upon the Proxy Group of Four Value Line (Standard
Editlon) Yater Companies $ 1.554 10 {4) 5a2% {8)
2. Froxy Geoup of Six AUS Uility Reporls Water Cm‘ngaﬂl’es 3 626.006 (B} 3680 x s 745.405 4590 x B-9(M 2.28% [C}] 344%
a, Praxy Group of Four Value Line (Slandard Editton) Waler
Campanies - 885341 (9 5264 x $ 1,0656.678 6813 x 7-8(100 ) 1.85% (11} 397%
Markel
Capitalization Marke!
of Smaliest Capitalization of
Decile Company Largasl Company Midpoint
{ milfions ) { mitions } { militons )
1- Largest $20,386.369 $472,518.672 $246,452.521
2 9,274,049 20,234,526 14,754.288 oo
3 5,025.807 9206713 7.116.260 azF
4 3,426,586 5012577 4,219,562 @@
5 2,413.583 3422743 2,518,163 w c
6 1,633.668 2,411,794 2,022,734 9,‘ 3]
7 1,129.192 1,633 320 1,281,256 %)
-] 725267 1,128,765 927.018 -
9 363.549 723.258 §43.404 X
10 - Smallest 1922 363.479 182.701 L

See page 4 for noles.

1 'ON L18IHX3 H3M3S-I1S3L
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Total Environmental Solutions, Inc. — Treasure Lake Sewer Division
Derivation of Investment Risk Adjustment Based upon
\bbotson Associates’ Size Premia for the Decile Portfolios of the NYSE

Notes:
{1 From page 5 of this Schedule.

{2} Line No. 1 = Line No. 2 and Line No. 1 — Line No. 3 of Columns 3 and 4, respectively, For
example, the 3.44% in Column 5, Line No. 2 is derived as follows 3.44%% = 5.82% - 2.38%.

(3) Pro Forma at December 31, 2007 from Supporting Schedule 8, page 2 of 2 for Supplement
No. 1 to Tanff Water — Pa. P.U.C. No. 4, Docket No. R-00072493.

{4) With an estimated market capitalization of $2.936 million {based upon the proxy group of six
AUS Utility Reports water companies) and $2.810 million {based upon the proxy group of four
Value Line (Standard Edition) water comFanies), Total Environmental Solutions, Inc. -
Treasure Lake Sewer Division falls in the 10" decile of the NYSE/AMEX/NASDAQ which has

a midpoint market capitalization of $182.701 as shown in the table on the bottom haif of page
3 of this Schedule.

{9) Size premium applicable to the 10" decile of the NYSE/AMEX/NASDAQ as shown on page 17
of this Schedule.

(6} From page 1 of Exhibit PMA-3.

{7) With an estimated market capitalization of $745:§.405 thllion, the proxy group of six AUS Utility
Reports water companies falls in the between 8" and 8" deciles of the NYSE/AMEX/NASDAQ

which have an average midpoint market capitalization of $735.210 million as shown in the
table on the bottom half of page 3 of this Schedule.

(8)  Average size premium applicable to the 8™ and §" deciles of the NYSE/AMEX/NASDAQ as
can be gleaned from the information shown on page 17 of this Schedule.

(9 From page 1 of Exhibit PMA-4.

(10)  With an estimated market capitalization of $1,058.678 million, the [roxy group of four Value
Line (Standard Edition) water companies falls between the 7 and 9" deciles of the
NYSE/AMEX/NASDAQ which have an average midpoint market capitalization of $1,154,136
miliion as shown in the table on the bottom half of page 3 of this Schedule.

(11)  Size premium applicable to the 7" decile of the NYSE/AMEX/NASDAQ as shown on page 15
of this Schedule.

Source of Information: 2008 Ibbotson Risk Premia Over Time Report — Estimates for 1926-2007,
Morningstar, Inc., Chicago, IL, 2008




Talal Environmenisd Solulions, Inc, - Treasurs Lake Sewer Oivision
Market Capitatization of Tolal Environmenlat Sclutions. Inc. - Treasure Lake Water Division,
lhe Proxy Group of Six AUS Utlity Reports Water Companias and

the Proxy Group of Four Value Line (Standard Editton) Wates Compames and
1 2 3 4 F -]
Book Value per Total Comman Markel
Comman Stock Shares Share at Equity at Closing Stock Market.lo-Bock Capitakzotion on
Qutstanding al September 30, September 30, Markel Pnce on Ralie at Febuary February B, 2008
Company Seplember 30. 2007 2007 (1) 2007 February B, 2008 8. 2008 (2} 13
{ millions ) { millions ) { milllons ¥
Tolal Environmental Solutions, Inc. - Treasuyre
Lake Yvater Division NA NA $ 0.765 (4 NA
Based Upon the Proxy Group of Six AUS Ulility
Roperts Water Companies 2123 % {5 § 1.624 (&)
Based Upen the Proxy Group of Four Value
Line {Standard Edilion) Water Companies 2032 %7 1,554 (8)
Proxy Group of Six AUS Utility Reports Waier
Lompanies
Amencan Stalcs Water Co, 17197 3 17.384 3 298,947 $ 32,990 1848 % 3 567,329
Aqua Amenica, Inc. 133834 7.210 964,929 19,9680 271 2.4674.003
Arteslan Resources Com. 7.425 11.450 85.013 18.790 164,35 t3p.518
Californla Water Services Group 20,691 18.539 ’ 382.596 34.870 186.1 721.485
Connecticut Water Senvice Inc, 8,293 12.027 99.737 24.010 199.6 189,115
York Water Company 11.248 5953 56,954 15.200 255.3 170.870
Avetage 31115 5 12.094 5 316.50 3 24.30% 2123 % 13 745,405
— — ——
Proxy Group of Four Valug Line (Standard
Edilion) Waler Companies
Amencan Siates Water Co. 17.197 1 17.384 5 298.947 H 32.690 169.8 % 3 587329
Aqua America, Inc, 133.834 7.210 964,929 19.980 27iA 2.674.002
Caiifornia Water Services Group 20.591 18.539 283.596 34.870 188.1 T21.495
Southwest Waler Company 24.472 7.042 172.241 11110 157.8 271,884
Average 49.049 $ 12.544 3 454.956 $ 24,738 203.2 % s 1.058.678
Lo =L e
NA = Not Available oo
'] g m
o )]
@ @ =
Motes: (1) Column 3/ Column 1. o)
(2) Column 4/ Coiumn 2. ek = rcﬁ
{3} Column §* Column 3. =N <
{4} Pro Forma common equily al December 31, 2007 from Supporting Schedule 8, page 2 of 2 from Supplement No, 1 to Tarff Water - Po, P.U.C, No, N
4, Docket No. R-00072493, -5 %
{5} The markel-tg-book ratio of Total Environmentat Sotullons, Inc. - Treasure Lake Waler Division al February B, 2008 Is assumed to be equal o the x>
average market-to-book ratio at February B, 2006 of the proxy group of six AUS Ulility Reports waler companles, Lm
(6) Talal Envirenmental Solutlans, Inc. - Treasure Lake Water Division's common siack, If traded. would Yrade al o markel-lo-book rotio equil 1o the é
average markel-le-book ratio at February 8, 2008 of he proxy group of six AUS Ulitity Reponts water companies, 212.3%. and Telal Environmental =
Solulions, Inc, - Treasure Lake Water (Xvision's marke( capifaiization at February 8, 2008 woulkt irerafare have been 50.765 milllon. (§1.624 = @
{7} The market-to-book ratio of Tola) Envirenmental Solutions, Inc. - Treasure Lake Waler Division at Febnary 8, 2008 is assumad lo ba equal lo the -
average markel-io-book ratio &l February 8. 2008 of the proxy group of four Value Line (Slandamd Edluon) waler companes, b4
{8) Total Environmental Solulions. ine, - Treasure Laka Water Division's common slock, it raded, would trade al a market-io-bock milo equal to the O
average market-10-book ratlo at Februsry 8, 2008 of (he proxy group of lour Valye Line (Standard Edition) water compenies, 203 2%. and Total .
Envirgnmentat Sotutions, Inc. - Treasure Lake Water Division's market capitalizalion al February 8, 2008 would therefore havg been $1.554 mittlon. -

Source of Information:  Quarledy Fonms 10Q for the period ending Seplember 30, 2007
EDGAR Online’s I-Metnx Database, 2/11/08
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The.information presented in the 2008 Ibbotson® Risk Premia Over Time Report has been
gbtained with the greatest of care from sources believed to be refiable, but is not guaranteed

1o be compiete, accurate of timely.

Marningstar and its affiliated companies expressly disclaim any liability, including incidentat
or consequential damages, arising from the use of this publication or any errors or omissions

that may be contained in it.
© 2008 Morningstar. All rights reserved.

No part of this publication may be reproduced ar used in any other form or by any other
means—graphic, electronie, or mechanical, including photocopying, recording, taping, e
infurmation storage and retrieval systems-—without Morningstar's prior, written permission,
To.obtain parrnission, please call Preduct Sales or write to the address below. Your request
should specify the data or other information you wish to use and the manner in which you
wish to use it. In.addition, you will need to include copies of any charts, tables, and/or figures
that you have created based on that information. There is a $1500 processing fee per requess.
There may be additional fees depending on your proposed usage.

Mormingstar, Inc.

225 West Wacker Dr,

Chicagu, lliinofs BOG06

Main {312) 696-6000

Product Sales (BB8) 298-3547

fax {3121 696-6010
global.morningstar.com/SBBIYearBooks
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Key Variables in Estimating the Cost of Capital
2008 tbbotson SBBI Valuation Yearbook: Appendix C, Table C-1, page 262

As of December 31, 2007

Yields (Riskless Rates)
Long-term (20-year] U).S. Treasury Coupon Bond Yield' 4.5%
Equity Risk Premium

Long-horizon expected equity risk premium fhistorical} Large company stock total returns minus
1%

long-term government bond income returns 2
tong-horizon expected equity risk premium (supply side): historical equity risk premium minus

price-to-earnings ratic caleulated using three-year average eamings 2 6.2%

Size Premia (market capitalization in millions) *

Size Premium

Smallest Largest {Retum in
Decile Company_ Comgpany Excess of CAPM)
Mid-Cap {3~5) $2413583 —  §8.206.713 0.92%
Low-Cap (6-B} $725.267 - $24M.70% 1.65%
Micro-Cap [8-10) $1.922 - $723.258 3.65%
Breakdown of Deciles 1-10
1-Largest $20,386.369 — $472.518.572 0.34%
2 $9.274.049 — 320,234 526 0.68%
3 $5,025.807 - $9,206.713 0.76%
4 $3,426.586 - 02577 0.93%
5 $2.413.583 -  §3,422.743 1.47%
8 $1,633.568 —  $2.411.794 1.60%
7 $1.129.192 - $1,8331.320 1.50%
8 $725.2867 —  $1,128.765 2.20%
9 $363.549 - $723.258 2.56%
10-Smallest $1.822 $363.479 5.82%
Breakout of the 10th decile
10a £211.678 - £383.479 3.99%
106 $1.822 - $211.590 8.73%

¥ Maturity is appraximate.

? Expacted risk premium for equities is based on the differenca of historical arithmetic maan retuens for 1326-2007, Large company stocks are represanied by the S&P 500.

3 A supply side equity risk premium estimate was first published in Ibbotsan’s 2604 SB8! Valuation Edition Yearhook

* Retum in excess of CAPM estimation, Mid-Cap stocks are defined here as the agygrepale of size-decifes 3-5 of the NYSE/AMEX/NASDAQ: Low-Cap stocks are defined here
as the appregale of sie-deciles 5-8 of the NYSE/AMEX/NASDAQ, Micso-Cap stocks are Oefined here as the aggregate of size-daciles 910 of the NYSE/AMEX/NASDAD
The betas used in CAPM estimation werg estimated from CRSP NYSE/AMEX/NASDAQ decile portfolia monthly totat retutns in excess of the 30-day U.S. Trsasury bifl total
retun versus the SEP 500 total retwrns in excess of the 30-day U.S. Treasury bill, January 1826-December 2007. Source of underlying NYSE/AMEX/NASDAQ decile setums
and breakpoints: ©20080) CRSP®, Center for Research in Security Prices. Graduate School of Business, The University of Chicago used with permission. &1 rights reserved

www crsp.chicagogsb ede

@ Copysight 2008 Morningstar, [nc.
All rights reserved
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Chapter /

Firm Size and Return

The Firm Size Phencmenen

One of the most remackable discoveries of modern finance is that of 2 reladonship berween firm
size and return. The relatonship cuts across the entire size spectrum but is most evident among
smaller companies, which have higher rerurns on average than larger ones. Many studies have looked
at the effect of firm size on retum.’ In this chapter, the returns across the entire range of firm size

are exarmined.

Construction of the Decile Portfolios

The portfolios used in this chapter are those created by the Center for Research in Security Prices (CRSP)
at che University of Chicago’s Graduate School of Business. CRSP has refined the methodology of cre-
ating size-based portfolios and has applied this methodology to the entire universe of
NYSE/AMEX/NASDAQ-listed securities going back to 1926,

The New York Stock Exchange universe excludes closed-end mutual funds, preferred stocks, real
estate investment trusts, foreign stocks, American Depository Receipts, unit investment rrusts, and
Americus Trusts. All companies on the NYSE are ranked by the combined market capitalization of their
eligible equity securities. The companies are then split into 10 equally populzted groups, or deciles.
Eligible companies traded on the American Stock Exchange {AMEX) and the Nasdaq National Market
(NASDAQ} are then assigned to the appropriate deciles according to their capitalization in relation to
the NYSE breakpoints. The portfolios are rebalanced, using closing prices for the last wading day of
March, Jope, September, and December Securites added during the quarter are assigned to the
appropriate portfolio when two consecutive month-end prices are available, If the final NYSE price of
a security that becomes delisted is 2 month-end price, then that month’s rerum is included in the
quarterly return of the security’s portfolic. When a month-end NYSE price is missing, the month-end
value of the security is derived from merger terms, quotations on regional exchanges, and other sources.
1f 2 month-end value still is not determined, the last available daily price is used.

Base security returns are monthly holding period returns. All distributions are added to the month-
end prices, and appropriate price adjustments are made to account for stock splits and
dividends. The remun on a portfolio for one month is calculated as the weighted average of the
returns for its individual stocks. Annual portfolio returns are caleunlated by compounding the monthly

porticlio retums.

Size of the Deciles

Table 7-1 reveals that the top three deciles of the NYSE/AMEX/NASDAQ account for rost of the total
market value of its stocks. Nearly two-thirds of the market value is zepresented by the first decile, which
currently consists of 268 stocks, while the smallest decile accounts for just over one percent of the

1 Rolf W. Banz was the first to document this phenomenon. See Banz, Rolf W, “The Relationthip Barween Reruens and Market
Valee of Coramon Stocks,” Jowrnal of Financial Econermics, Vol. g, 1981, pp. 3-18.

Mosningstar, Ing, 129
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Chaptes 7

market value. The data in the second column of Table 7-1 are averages across all 87 years. Of course,

the proportion of market value represented by the various deciles varies from year ro year
Columns three and four give recent figures on the number of companies and their market

capitalizasion, presenting a snapshot of the structure of the deciles near the end of 2006.

Table 7-1
Size-Decile Portfolios of the NYSE/AMEX/NASDAQ Size and Compesition

1926 through September 30, 2005

Recent

Historical Average Recent Decile Markel Reecent

Percentage of Number of Capitalization Percentage of

Decile Total Capitalization Companies {in thousands} Total Capitalization
1.l21gest B3.26% 168 $8,586,846,750 §1.54%
2 13.87% 179 2,14B,608.850 13.B1%
k] 157% 195 1,126,434,24 7.24%
4 4.73% 1B4 524,621,080 4.02%
5 3.24% 2049 497,840,110 3%
6 2.36% 264 428,111,640 2.76%
1 174% 25 333,661,890 2.15%
8 1.29% 355 284,415,720 1.83%
8 1.00% G660 288,400,730 1.92%
10-Smaliest 0.82% 1.744 228,278,330 1.47%
Mig-Cap 3-5 15.54% 59 2.243.094,38D 15.41%
Low-Cap 6-B 5.41% 90 1,045,783,110 1.19%
Micro-Cap 9-10 1.83% 2404 527.619.100 3.62%

Source: © 20D703-CRSP* Center for Aesearch in Security Prices. Graduate Schoo! of Business, The University of Chicagn:
Usad with permission All rights reserved. www ersp.uchicape.edu.

Historical avarage percentape of 10tal vapitalization shows the average, over the last BY years, of the decile marke: values
35 ¢ percentage of the tatal NYSE/AMEX/NASDAQ calculated eath month. Numbar of companies in deciles, recen| market
capitalization of deciles, and recent percentage of to1al capitalization are as of September 30, 2006,

Table 7-z gives the current breakpoints that define the composition of the NYSE/AMEX/NASDAQ size
deciles. The largest comparny and its marker capitalization are presented for each decile. Table
7-3 shows the historical breakpoints for each of the three size groupings presented throughout this
chapter. Mid-cap stocks are defined here as the aggregate of deciles 3~5. Based on the most recent data
{Table 7-2), companies within this mid-cap range have market capitalizations at or below
37,777,183,000 but greater than $1,946,588,000. Low-cap stocks include deciles 6-8 and currendy
include all companies in the NYSE/AMEX/NASDAQ with market capitalizations at or below
$1,546,588,000 but greater than $626,953,000. Micro-cap stocks include deciles 9—10 and include
comnpanies with market capitalizations at or below $626,955,000. The marker capitalization of the
smallest company included in the micro-capitalization group is currently $2,247,000.

130 $BB) valuation Edition 2007 Yearbook
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Firm Size and Return

Table 7-2
Size-Decile Portfolios of the NYSE/AMEX/NASDAQ, Largest Company

and tts Market Capitalization by Deciie
September 30, 2006

Farket Lapitalization
of Largest Company

Decile {in thousends) Company Name
1-Larges: $371,187,368 Exxon Mobil Corp.

2 16,820,866 EQG Resources lnc.

3 7.771.183 Xeet-Energy inc.

4 4,085,184 First American Corp./CA
5 2,848,771 Scotts Miracle Gro Co.
6 1,946,588 DRS Technolagies Int.
7 1,378,476 £5C0 Yechnologies Inc.
8 976,624 Knall Inc.

g 626,955 Bandag Inc,
10-Smaliest 314,433 M.& F Worldwide Carp.

Source; Center for Research in Secwrity Prices, Untversity of Chicago

Presentation of the Decile Data

Summary statistics of annual rerarns of the 10 deciles over 1526—2006 are presented in Table 7-4. Note
from this exhibit that borh the average return and the tora] risk, or standard deviarion of annual returns,
tend to increase as one moves from the largest decile to the smallest. Furthermore, the
serial correlations of returns are near zero for all but the smallest two deciles. Serial correlations and

their significance will be discussed in detail later in this chapter.
Graph 7-1 depicts the growth of one dollar invested in each of three NYSEAMEX/NASDAQ

groups broken down into mid-cap, low-cap, and micro-cap stocks. The index value of the entire
NYSE/AMEX/NASDAQ is also included. All returns presented are value-weighted based on the
marker capitalizations of the deciles contained in each subgroup. The sheer magnitude of the size effect
in some years is noteworthy. While the largest stocks acrually declined 9 percent in 1977, the
smallest stocks rose more than 20 percent. A more extreme case occurred in the depression-recovery
vear of 1533, when the difference berween the first and tenth decile returns was far more
substantial, with the largest stocks rising 46 percent, and the smallest stocks rising 224 percent. This
divergence in the performance of small and large company stocks is a common occurrence.
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Table 7-3
Size-Decile Porticlios of the NYSE/AMEX/NASDAQ

Largest and Smallest Company by Size Group

from 1326 1019865
Capitalization ol Larges! Company Capitnfization of Smallest Company
fin thousands) {in thousands)
Date Mid-Lap Low-Cap Micre-Cap wid-Cap Low-Cap Micro-Cap
{Sep130) 35 6-& 910 35 2] 310
1826 £51,480 113,835 $4.263 $13.850 §4,278 $43
1827 £65.078 $14,522 34,450 $14.684 $4,496 $65
1828 $81.035 $18,788 $5.118 $18.801 $5.170 $135
1929 $103,054 $24.300 $5.850 §24,328 $5.862 38
1930 $65,750 $12.918 $3.356 $13,050 $3,359 $30
1831 $43,120 36,142 $1,944 $8,222 §1,946 15
1832 $12,667 $2.208 $468 §2223 3463 518
1833 $40,298 §7.280 $1.875 $7.346 $31.892 $120
1834 $3B019 §6.638 $1,69 §6,568 $.722 $B9
1835 £37.631 355489 $1,350 $6.605 $1.383 $38
1836 $46.980 $11,526 $2,800 $11,583 280 388
1837 $51.750 $13.635 - 33,563 $13.783 $3,608 368
1933 336,302 $8.372 $2.195 $8,400 $2,200 $60
1933 $35,408 $7.478 31,854 §$7.500 $1.860 575
1940 $30,930 $8.007 $1.872 $8,130 $1,828 51
1841 531338 $8,336 $2.087 $8.357 $2.300 sz
1842 §$25.037 36,870 $1.778 $6.875 31,788 §82
1843 842721 $11.403 $3.847 $11,475 $3,803 $395
1944 346,221 313,056 $4.812 $13.088 $4,820 $308
1845 $55,268 $17.575 $6.428 $17.584 $6.466 5225
1946 £77.784 $24.182 $10.149 $24,188 510,168 §B28
1847 §572.842 $17,735 $6,380 $17.872 se40 741
1948 $67.239 $19.632 §7.328 $15,853 57,348 $784
1843 556,082 $14,548 $5,108 $14.577 $5,112 $378
1850 $66,143 $1BE75 $6.225 $16,700 $6.243 $303
1951 $82.,517 $22,750 $7.538 $22.860 37,600 $668
1852 $97.836 $25.452 $B.480 $25,832 £6,551 3480
1853 $88,595 $25.374 $B,168 $25,385 $6.177 3459
1554 §125.83¢4 $29.707 $8.488 £29.73 §B,502 $463
1955 $170.829 $41,6B} $12,444 $41.881 312,524 $553
1856 $183.792 $46,886 $13.623 7.0 $13.658 2z
1857 $194,300 $47,8658 §13.848 $48,509 $13,850 $825
1958 $195.536 $46,774 $13.816 $46.8M $14.05 $550
1359 $256,283 £64,110 $15,548 £64.221 $18.70 $1,804
1960- $252,292 $61,529 $18,344 $61,596 §19,385 583
1981 §301.464 §77.986 $23,562 $78.976 $23,613 $2.455
1862 $250,786 $58,765 $18.744 $58,866 §18,952 $1.018
1963 $30B.803 §71,846 $23.827 §$7.971 $24,056 $295
1984 $343,675 379,508 $25,535 §79.932 $25.607 3223
1365 $365,675 $B4,600 $28.483 $85.065 $28,543 $250

Seurce: Eenter Jor Research in Security Prices, University of Chicage.
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Table 7-3 (continued)

Size-Decile Portiolios of the NYSE/AMEX/NASDAD

Largest and Smallest Company by Stze Group

from 1966 1 2006

Capitalization of tarpest Company

Capilalization of Smallest Coropany

[in thausands) {in thousends)
Date Pid-Cap low-Cap Micro-Cap Kig-Cap Low-Cap Micro-Cap
{Sept 30} 35 5B 9-10 35 &4 9-10
1966 £403.137 $99,950 $34.864 $100,107 $34,966 $381
1967 $458,438 $118.988 Y4212 J118.635 542232 5381
1868 $531,306 $150,8393 $50,543 $151,250 $60,718 $592
1868 $518,485 $146,782 $54.353 $147.31 $54.503 $2.118
1870 $382.884 $94,754 $28.916 584,845 $29.932 822
187) §551,590 $147 426 $45,570 $147.60 $45.571 $B865
1972 $557.181 §143,835 346,728 $144 263 346,757 .03
1873 $431,354 395.699 $29.352 395,10 $29.430 3561
1974 $356,876 $78.878 $23,358 $80.280 $23.400 S444
1875 $477.054 $102.313 $30.353 $103,283 $30,394 1540
1376 $566,238 nanzn? $34.86¢ $121,992 $34.80 $564
1977 $584.577 $139,196 $40,700 $138.,620 $40,765 $513
1978 $560,881 $154,003 $47,927 $164,455 $48,038 $B30
1579 3665018 $177,378 $51,197 $177,763 $51,274 sa48
1880 $762,195 $139,312 $50,436 $188,315 $50,544 $549
1861 $952,397 $264.630 72004 $254,783 $72.450 §1.446 .
1882 £770.517 $216,301 $55,335 $210.630 $55,423 $1.060
1583 §1.208811. $353.889 $104,382 $356.238 $104,588 32025
1984 $1.075.436 §$315,965 391,004 $316,103 $91,195 $2,083
1985 $1,440.435 $370,224 $94,875 $370.728 384,887 $760
1986 $1.857.60 $443,015 3110637 $449,462 $110,853 $706
1987 $2,059,143 $468,948 $113.418 $470.862 $113,430 $.217
1888 $1.957.926 $421,340 $54,448 3421675 £94,573 3695
1888 $2,145.947 $4B0.975 $100.285 S4B3623 $100.3B4 $96
1990 2an.an $474,065 $93,750 $474.477 $33,790 132
1381 $2,178,853 $457,558 $67.585 $456,653 $87.733 5278
1982 $2,428671 $500.327 $103.352 $500,346 $103,500 510
1993 $2,705.132 $503,588 $137.105 $607,449 §137,137 $602
1994 $2,470.244 $5395,058 $1480004 $597.975 5148215 4598
1895 $2,769,938 $6547.210 $155,386 3647.253 $155,532 $88
1495 $3,142,657 $791.316 $193,001 §751,680 $193.016 $1.043
1397 $3.464,440 $813.923 §273,900 $814,355 $223,058 §585
1998 $4.216.707 $925.688 $252,553 $926.215 $253,031 $1LEM
1999 $4.751.10 $875,308 $220,397 $875.582 $220,456 1,502
2000 $4,143,302 5540,000 $192.083 5840730 §192439 $1,393
2001 S5.156.315  $1,108.224 $265.734 $1,108,9E8 $265.736 $443
2602 $4.930.326 $1.116.525 $308,980 $1.124.30 $309.245 $501
2003 $4,744.580  $1,163.369 $329.060 §1,163,423 $329.528 332
2004 $6,241.953  $1.607.854 $505,437 $1,507,931 $505.410 $1.,383
2005 $1,167.244  $1,728,888 $585.393 $1,729,364 §567,243 31,079
2006 $1777.183 51,946,588 $626,955 $1,947,240 $627.017 $2.247

Source: Center far Research in Security Prices, University of Ehicago.
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Tabfe 7-4
Size-Decile Portfolios of the NYSEfAMEX/NASDAQ, Summary Statistics of Annual Returns

1926-2008

feometric Arithmetie Standard Sarial
Decile Mean Mean Devistian Correlation
1-largest 95 n.3 19.08 0.09
z 11.0 13.3 2172 0.03
3 11.3 138 2351 -faz2
4 1.3 143 2578 -0.02
5 n.? 149 26.53 -0.02
[ 1.8 15.3 287 004
7 1.7 15.6 23.60 0
8 118 166 nBny 0.04
g 124 11.5 BN 0.05
10-Smallest 14.0 216 4516 015
Mid-Cap, 3-5 1.4 14.2 2458 —0.82
Low-Cap, -8 1.8 15.7 29.34 0.03
Miero-Cap, 9-10 12.8 18.B 38.92 0os
NYSE/AMEX/NASDAG 0.1 124 20.08 0.03

Tetal Value-Weighted index

Source: Canter for Research in Secunry Prices, University of Chicago.

Aspects of the Firm Size Effect

The firm size phenomenon is remarkable in several ways. First, the greater risk of small stocks does not,
in the context of the capital asset pricing model {CAPM), fully account for their higher rerurns over the
long term. In the CAPM only systematic, or beta risk, is rewarded; small company stocks have had
returns in excess of those implied by their betas.

Second, the calendar annual rerurn differences between small and large companies are serially
correlated. This suggests that past annual returns may be of some valve in predicting future annual
returns. Such serial correlation, or autocorrelation, is practically unkaown in the market for large stocks
and in most other eguity markets but is evident in the size premia.

Third, the firm size effect is seasonal. For example, small company stocks outperformed large com-
pany stocks in the month of January in a large majority of the years. Such predictability is surprising and
suspicious in light of modern capital market theory. These three aspects of the firm size effect—
long-term retwns in excess of systematic risk, serial correlation, and seasonality—will be apalyzed
thoroughly in the following sections.
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Graph 7-1

Size-Decile Portfolios of the NYSE/AMEX/NASDAQL Wealth Indices of lnvestments in Mid-, Low-, Micro- and
Total Capitalization Stocks
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Long-Term Returns in Excess of Systematic Risk
The capital asset pricing model (CAPM) does not fully account for the higher rerurns of small company

stocks. Table 7-5 shows the returns ip excess of systcn::atic risk over the past 81 years for each decile of
the NYSE/AMEX/NASDAQ. Recall that the CAPM is expressed as follows:

k,=n+(P,<ERP}

Table 7-5 uses che CAPM to estimate the rerurn in excess of the riskless rare and compares this estimate
to historical performance. According to the CAPM, the expected rerum on a security should consist of
the riskless rate pius an additional return 1o compensare for the systematic risk of the securry. The
return in excess of the riskless rate is estimared in the context of the CAPM by multiplying the equity
risk premivum by B (befa). The equity risk premium is the rerurn that cornpensates investors for taking
on risk equal to the risk of the market as a whole (systematic risk).’ Beta measwres the extent to which
a securiry or portfolio is exposed to systematic risk.® The bera of each decile indicates the degree to
which the decile’s renyrn moves with that of the overall market,

A beta greater than one indicates that the security or portfolio has greater systematic risk than the
market; according 1o the CAPM equation, investors are compensated for taking on this additional risk.
Yet, Table 7-5 illustrates chat the smaller deciles have had returns that are not fully explained by their
higher betas. This rerurn in excess of that predicted by CAPM increases as one moves from the largest
companies in decile 1 to the smallest in decile ro. The excess rerurn is especially pronounced for micro-
cap stocks {deciles g-1o). This size-related phenomenon has prompted a revision to the CAPM, which
includes a size premium. Chapter 4 presems this modified CAPM theory and its application in more
detail.

This phenomenon can also be viewed graphically, as depicted in the Graph 7-2. The secunry
market line is based on the pure CAPM without adjustment for the size premium. Based on the risk
(or beta) of a security, the expecred return lies on the security market line, However, the actual historic
returns for the smaller deciles of the NYSE/AMEX/NASDAQ lie above the line, indicating that these
deciles have had returns in excess of chat which is appropriate for their systematic risk.

2 The equiry risk premium is estimated by the 8x-year arithmetic mean return on large company stocks, 12.34 percent, less
the 81-year arithmetic mean income-teturn component of 1o-year government bonds 25 the historical riskless rate, in chis
case 5.22 perzent. (It is appropriate, however, to match the maturity, or duration, of the riskless asser with the investment
horizon.) Sez Chapter 5 for more detail on equiry risk premium estimadon.

3 Historical betas were calculated using a simple regression of the monthly pordolio (dedile) total rerarns in excess of the
3o-day U.S. Treasury bill roral retumns versus the s&p s00 total returns in excess of the 30-day 1.5, Treasury bill,
January 1926-Deecember 1006, See Chapter 6 for more detail on beta estimation.
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Table 7-5
Long-Term Raturns in Excess of CAPM Estimation for Decile Portfolios of the NYSE/AMEX/NASDAQ
1926-2005
Realized Estimated Siza Premium
Arithmatic Retumn in Retumn in (Return in
Mean Excess of Excess of Excess of
Decils Botn* Return Riskless Rato** Riskiess Rasef CAPM)
1-largest om 11.35% £.)3% 5.49% ~0.36%
2z 1.04 13.25% B.04% 7.35% 6 5%
3 1.10 13.85% . B54% 70% 081%
[ 1.3 14.28% 807% B.04% 1.03%
5 1.16 1492% 9.M% B.26% 1.45%
b 1.18 15.33% 10.01% B.45% 1.67%
7 1.23 15.53% 10.42% B.BD% 1.62%
B 1.28 16.61% 11.39% 9.12% 2.28%
] 1.34 17.48% 12.27% 8.57% 2.10%
10-Smallest 1.41 21.57% 16.36% 10.08% B.27%
Mid-Cap, 3-5 112 14.15% B.94% 7.97% D.97%
Low-Cag. B-8 1.22 15.67% 10 46% B.70% 1.76%
Micio-Cap, 4-10 1.35 1877% 13.56% 9.68% 3.88%

*Betas are estimated from manthly portiolic 112l retums in extess of the 30-day U.S. Treasury bill total retun versus the S&P 500 total seturns
in axcess ol the 30-day U S. Treasury bilt, January 1926-December Z006.
**Historical riskless rate is measured by the 81-year arithmetic mean income retrn compongnt of 20-year govemment bonds {5.21 percent)
tCalculated in the context of the CAPM by multiplying the equity cisk premium by beta. The equity risk premivm is estimated by the arithmetic
mean 1otal tetern of the SBP 500 {12.34 parcent) minus the arithmetic mean income return compontnt of 20-year givernment botds
{5.21 petcent) from 1326-2006,

Graph 7-2
Security Market Ling versus Size-Decile Portfolios of the NYSE/AMEX/NASDAQ
1926-2005
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Further Analysis of the 10th Decile

The size premia presented thus far do a grear deal 10 explain the return due solely to size in publicly
traded companies, However, by splitting the roth decile into two size groupings we can ger a closer look
at the smallest companies. This magnification of the smallest companies will dernonstrate whether the
company size 1o size premia relationship continues to hold true.

As previously discussed, the method for determining the size groupings for size premia analysis
was to take the stocks traded on the NYSE and break them up into ro deciles, afier which stocks
traded on the AMEX and NASDAQ were allocated into the same size groupings. This same method-
ology was used to split the toth decile into two parts: Toa and 10b, with 1ob being the smaller of the
two. This is equivalen: to breaking the stocks down into 20 size groupings, with portiolios 19 and 20
representing 10a and 10b.

Table 7-7 shows that the pattern continues; as companies get smaller their size premium increases.
There is a poticeable inerease in size premium from 1oz to 1ob, which can also be demonstrated
visually in Graph 7-3. This can be useful in valuing companies that are extremely small. Table 7-6
presents the size, composition, and breakpoints of deciles 10a and 1ob. First, the recent number of corn-
panies and total decile marke: capitalization are presented. Then the largest company and its market
capitalization are presented.

Breaking the smallest decile down lowers the significance of the results compared to results for the
roth decile taken as a whole, however. The same holds true for comparing the 1oth decile with the
Micro-Cap aggregaton of the gth and 1oth deciles. The more stocks included in a sample the more
significance can be placed on the results. While this is not as much of a factor with the recent years of
data, these size premia are constructed with data back to 1926. By breaking the roth decile down into
smaller components we have cut the number of stocks included in each grouping. The change over time
of the number of stocks included in the 1oth decile for the NYSE/AMEX/NASDAQ is presented in Table
7-8. With fewer stocks included in the analysis early on, there is a strong possibility that just a few
stocks can dominate the returns for those early years.

While the number of companies included in the toth decile for the early years of our analysis is
low, it is not too low to still draw meaningful results even whes broken down into subdivisions 10a and
1ob. All things considered, size premia developed for deciles 10a and xob are significant and can be used
in cost of capital analysis. These size premia should greatly enhance the development of cost of capiral
analysis for very small companies.

Table 7-6
Size-Decile Portfolios 10a and 10b of the NYSE/AMEX/NASBAQ,
Largest Company and lts Market Capitalization

September 30, 2006
Recent Declle Market Lapitalization
Retent Number Market Capitalization of Largest Company Company
Decile of Compenies (in thousands) {in thotrsands) Names
10a 511 124,268,473 314433 M & F Woridwida Cosp.
10b 1.237 103,630,389 173438 Great Lakes Bancorp fnc. New

hoxe: These numbers may not aggregate ib syws) decile 10 figures.
Sowrce: Eenier Tor Research in Security Paices. Univarsity of Chicago
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Table 7-7
Long-Term Returns in Excess of CAPAA Estimation for Decife Portfofios of the NYSE/AMEK/NASDAG,

with 18th Dacile Split

1926-2006
Raalized Estimated Stze Premiom
Arithmelic Fewsm in Retarn in {Rewm ia
Maan Excess of Excess of Excess of
Beta* Return Riskless Rete™ Riskless Ratet CAPM)
i-Largest 093 11.35% 5.13% 649% -0.36%
2 1.04 13.25% 8.04% 733% 0.65%
3 1.10 13.85% B.62% 182% 081%
4 113 14.28% 907% BD4% 1.09%
5 1,16 14.52% 8% 8.26% 1.45%
[ 1.18 1533% 10.51% 845% 1.67%
7 1.23 1563% 10.42% 8.80% 1.62%
] 1.28 1681% 11.39% 9.12% 2.28%
8 134 17.48% 12.27% 9571% 2.10%
108 1.43 19.24% 14.53% I0.17% 4.35%
10b-Smallest 1.38 24.78% 18.57% 9.89% 968%
tdid-Cap, 3-5 142 14.15% B.84% 1.37% 057%
Low-Cap, 6-8 1.22 15.671% 10.46% B.70% 1.76%
Micro-Cap, 9-10 1.36 1B.77% 13.56% 2.68% 388%

*Betas are estimated from monthly pontolio 1011 retems in excess of the 30-day U.S. Treasury bill 101al retwen versus the S&P 500 wnal retuins
in excers of the 30-0ay U.5. Treasury bill, Janvary 1926-December 2005 .

“*Historital riskiess rate is measured by the 83-year atithmetic mean income return component of 20-year gavernment bonds [5.21 percen).

tCalculated in the cantext of the CAPM by mulfiplying the enquity risk premium by beta. The equity risk premium is sstimated by the arithmetic
mean total return of the S&P 5006[12.34 percent) minus the asithmetic mean income retum component of 20-year governmant bonds

{52 pereent) from 3926-2006,

Graph 7-3
Security WMarkat Line versus Size-Decile Portfolios of the NYSE/AMEX/NASDAQ. with 10th Decile Split

1925-2008
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Beta Souccs: Center for Research in Security Prices, Usiversity of Chicago {dacile dais}
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Table 7-8
Historical Number of Companies for NYSE/AMEX/NASDAQ Decile 10
Sept Number of Companies
1926 52°
1930 72
1940 7B
1850 100
1960 103
1970 865
1980 685
1980 1.814
2000 1.827
2005 1.745
2006 1,744

*The fewest number pf companies was 29 in March, 1926

Source: Canter for Research in Security Prices, University of Chicago.

Alternative Methods of Calculating the Size Premia

The size premia estimation method presented above makes several assumptions with respect to the
market benchmark and the measurement of beta. The impact of these assumptions can best be exarmnined
by looking at some alternatives. In this section we will examine the impact on the size premia of using a
different market benchmark for estimating the equity risk premia and bera. We will also examine the
effect on the size premia study of using sum beta or an annual beta.*

Changing the Market Benchmark
In the original size premia study, the s&p 500 is used as the market benchmark in the calculation of the

realized historical equity risk premium and of each size group’s beta. The NYSE total value-weighted
index is a common alternative market benchmark used to calcolate beta, Table 7-9 uses this market
benchmark in the calculation of bera. In order 1o isolate the size effect, we require an equity risk
premium based on a large company stock benchmark. The NYSE deciles 1~2 large company index
offers a murally exclusive set of portfolios for the analysis of the smaller company groups: mid-cap
deciles 3—s, low-cap deciles 6~8, and micro-cap deciles 9-710. The size premia analyses using these
benchmarks are summarized in Table 7-9 and depicted graphically in Graph 7-4.

For the entire period analyzed, 1926-2006, the betas obtained using the NYSE total value-
weighted index are higher than those obtained using the s&P soo. Since smaller companies had
higher betas using the NYSE benchmark, one would expect the size premia to shrink. However, as was
illustrated in Chapter s, the equity risk premium calculated using the NYSE deciles 1-z benchmark
results in a value of 6.41, as opposed to 7.13 when using the saP soo. The effect of the higher betas
and lower equiry risk premium cancel each other out, and the resulting size premia in Table 7-5 are
slightly higher than those resuldng from the original study.

4 Sum bera is the method of betz estimaton described in Chapter 6 thar was developed to better account for the lagged
reaction of small stocks to marker movements, The sum beta methodology was developed for the same reason that che
size premia were developed; small company betas were too small wo account for aif of their excess returns.
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Dear Reader,

This volume updates the 1934 edition of
Corporate Finance Criteria. There are several
new chapters, covering our recently introduced
Bank Loan Ratngs, criteria for ¥notching” junior
obligations, and the role of cyclicality in ratings.
Naturally, the ratio medians have been brought
up to date.

Standard & Poor’s criteria publications represent
our endeavor to convey the thought processes and
methodologies employed in determining Standard
& Poor's ratings. They describe both

the quantitative and qualitative aspects of the
analysis. We believe that our rating product has
the most value if users appreciate all that has
gone into produocing the Jetter symbols.

Bear in mind, though, that a rating is, in the end,
an opinion. The rating experience is as much an
art as it is a science.

Solomon B. Samson
Chairman, Corporate Ratings Criteria Committee
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The utilites rating methodology encompasses two basie
components business risk analysds and finandlal analysic.
Evaluation of industry charactaristies, the utility's position
within that Industry, its regulation, and its management
provides the context for assessing a firm's financial condi-
tion
Historcal analysis s a tool for ident!fying strengths and
weaknesses, and provides a starting polnt Jor evaluating
Brandlal condition, Bustness position assessment Is the
qualitative measure of a utility's fundamental creditwor-
thiness. It focuses on the forces that will shape the utilitles’

futura.

utilittes are treated less as regulated monopolies and more
as entides faced with a hast of challengers In a competitive
environment. Marketplace dynamies are supplanting the
power of regulation, making It critically Important to re-
duce costs and /or market new services In order to thwart
competitors’ inroads.

Markets and service area economy

Assessing service territory bepins with the economlc and
demographic evaluaron of the area in which the utliity has
115 franchise. Strength of long-term demand for the product
is examined from a macroeconomic perspective. This en-
ables Standard & Poor's to evaluate the affordablilty of
rates and the staying power of demand.

Standard & Poor's tries to discern any satular consump-
Hon trends and, more importantly, the reasons for them.
Spectilc jtemns examined include the size and growth rate
of the market, strength of the franchise, historfcal and
projected sales growth, income levels and trends in popu-
lation, employment, and per capita income. A utility with
a healthy economy and customer base—as ustrated by
diverse employment opportunides, average or above-av-
erage wealth and Income stalistics, and low unemploy-

ment—wlll have a greater capacty to support {ts opera-
tons,

For electric and gas utlitles, distribution by tustomer
class §s sorutinized to 2xsess the depth and diversity of the
utility's customer mix. For example, heavy industrial con-
centration is viewed cautiously, since a villity may have
significant exposure to cyclizl voladlity, Alternatively. a
large residentdal component ylelds a stable and mere pre-
dictable revenue stream The largest utiiity customers are
identified to determine thelr Importance to the bottom line
and agsess the risk of thelr loss and potential adverse effect
on the utlity's finandal posiion. Credlt concerns arise
when indlvidual customers represent more than 5% of
revenues. The company or industry may play asignificant
role in the overall economic base of the service area More-
over, large customers may turn to cogeneration or alterna-
tive power supplies to meet thelr energry needs, potentially
leading to reduced cash flow for the utility (even In cases
where a large customer pays discounted rates and s not 2
profitable account for the utllity). Customer concentration
is less significant for water and telecomnmunication utilii-

des.

Competitive position

As competitive pressures have intensified In the utilitles
industry, Standard & Poor's analysis has deepened to in-
clude a more thorough review of competitive positon.

Electric utillty compstition

For electric utilides, competitive factors examined in-
clude: parcentage of firm wholesale revenues that are most
vulnerable to competition; Industrial }oad concentration;
axposure of key customers to alternative suppliers, com-
merdal concentradons; rates for varicus customer classes:
rate design and Dexibiity: production costs, both margina
and flxed: the reglonal capacdty situation; and transmission
constraints. A regional focus is evident, but high costs and
rates relative to national averages are also of significant
concern because of the potential for electridty substitutes
over time.

Mounting competition in the electric utility industry
derives from excess generating capadty, lower barriers to
entering the elecirde generating business, and marginal
costs that are below embedded costs. Standard & Poor's
has already witnessed declining prices in wholesale mar-
kets, &s dt facto retall competition Is already belng seen In
several parts of the country. Standard & Pror's belleves
that over the coming years more and more custorners will
want and demand lower prices. Initial concerns focus on
the largest industrial loads, but other customer clesses will
be increasingly vulnarable. Competiton will not necessar-
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1ly be driven by iegislation. Gther pressures will arise from
global competition and improving technologles, whether
it be the declining cost of Incremental generation or ad-
vances In transmission capacity or substitute energy
saurces ke the fuel cell. It Is Impassible to say predsely
when wide-open retall competition will oetur; this will be
evolutionary. However, signiflcantly greater competition
in retail markets Is inevitable.

Gas utility competition

Simiarly. gas utilfes are analyzed with regard to their
compettive standing in the three major areas of demand:
residential, commerdal, and industrial Although regu-
lated as holders of monopoly power, natural gas utilities
have for some time been actively competing for energy
market share with {uel oll, electricity, coal, solar, wood, etc.
The long-term staylng power of market demand for natu-
ral gas cannot be taken for granted. In fact, as the electric
utllity industry restructures and reduces costs, electric
power will become more cost compettive and threaten
certain gas markets. In addition, independent gas market-
ers have made greater inroads behind the clty gate and are
competing {or Jarge gas users. Moreover, the recent trend
by state regulators to unbundle utility services is creating
opporturdues for outsiders to market niche products., Dis-
tributors still have the upper hand, but those who do not
reduce and control costs, and thus rates, could Ind coin-
petlton even more difficult.

Natural gas plpelines are judged to carry & somewhat
higher business risk than distributlen companies because
they face competidon in every one of their markets. To the
extent a plpeline serves utilities versusindustrial end users,
its stability s greater. Over the next flve years, plpeline
competition will heat up since many service contracts with
customers are expiring. Most distributor or end-use cus-
tomers are Jooking to reduce plpeline costs and are work-
ing to Improve their load factor to do so. Thus, plpelines
will likely flnd it difffcult to reconipact all capaclty in
coming years. Belng the pipeline of cholce is a functlon of
attractive transportation rates, diversity and quality of
services provided, and capaclty available in eachparticular
market. In all cases though, perlodic distounting of rates
to retaln custorners will ocour and put pressure on profit-
ability.

Water utility competition

Asthe Jast true utillly monopoly, water uellities face very
little competition and there Is currently no challenge to the
continuation of franchise areas. The only exceptions have
been cases where {nvestor-owned water companies have
been subject to condernnation and munidpalization be-
cause of poor service or political motivations. In that.re-
gard, Standard & Poor's pays close attention to costs and
rates In refation to neighboring utilitles and natlonal aver-
ages. (In contrast, the privatization of publicwater facilides
has begun, albelt at a slower pace than anticipated. This Is
occurring mostly In the form of operating contracts and
public/ private partnerships. and not In asset transfers.
This trend should continue as cities ook for ways to bal-

X

ance thelr tight budgets.} Also, water utilitles are ot fully
Immune to the forces of competitlon: in a few instances
wholesale customers can access more than one supplier.

Telephone competition

The Telecommunications Act of 1996 accelerates the con-
tnuing challenge ta the local exchange companles' (LECs)
century-old monopoly in the locat Joop. Campeutive ac-
tess providers [CAPs), both fadlitdes-based and resellars,
are aggressively pursulng customers, generally targeting
metropolitan areas, and promising lower rates and better
service.

Mast long-distance calls are still originated and terml-
nated on the locl telephone company network. To com-
plete such a call, the long-distance provider (including
ATE&T, MCI, Sprint and a host of smaller interexchange
cartiers or “IXCs”} must pay the local telephone company
a steep "access” fee to compensate the local phone com-
pany for the use of Its local network. CAPs, In contrast,
build or lease facilities that directly connect customers to
thelr long-distance carrier, bypassing the local telephone
company and avolding access fees, and thereby can offer
lower long-distance rates, But the LECs are not standing
still; they are combating the loss of business to CAPs by
lowering access fees, thereby reducing the economicincen-
tive Jor a high usage Iong-distance customer to usea CAP.
LECs are attemnpting to make up for the loss of revenues
from lower access fees by increasing baslc local service
rates {or at least not lowering them), since basic service is
far Jess subject to competition. LECs are improving oper-
ating effidency and marketing high margin, value.added
new services. Additionally, in the wake of the Telecommu-
nications Act. LECs will capture at feast some of the inter-
LATA long-Qistance market. As a result of these initlatives,
LECs continue to rebudld thernselves—fromthe tradidonal
utility monopoly to leaner, more marketing arlented or-
ganizations. g

While LECs, and Indeed all segments of the telecommu-
nicatlons sector, fice increasing competition, there are fa-
vorable Industry factors that tend to offset heightened
business risk and auger for overall ratings stability for most

" LECs. Importantly, telecommunieations is a declining-tost

business. With increased deployment of fiber optics, the
cost of ransport has fallen dramatically and digital switch-
ing hardware and software have yielded more capable,
trouble-free and cost-efficdent networks. As a result. the
cost of network malntenarnce has dropped sharply, as Hus-
trated by the ratlo of employees per 10,000 access lines, an
oft dted measurement of effidency. Ratios as low as 25
employees per 10,000 lines are belng seen, down from the
typlcal 40 or muore emplayees per 10,000 ratio of only a few
years ago.

In additlon. networks are far more capable. They are
increasingly digitally switched.and able tp accommodate
high-speed communications. The infrastructure needed to.
accomunodate switched broadband services will be bullt
Into telephone networks over the next few years. These
advanced networks will enable telephone companies to
look to a greater vardety of high-margin, value-added serv-
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Ices. In addition to thase current services such as cafl
waitng or caller ID, the deltvery of hundreds of broadeast
and interactive video channels will be possible. While these
services offer the potential of new revenue streams, they
will sirmultaneousty present a formidable challenge. LECs
will be entering the new {io them} arena of mulimedla
entertalnment and will have to develop expertise in mar-
keting and entertalnrnent programming acumern: such
skills stand {n sharp contrast to LECs’ traditional strengths
In englneering and customer service.

Operations

Standard & Poor's focuses on the nature of operations
from the perspecuve of cost, reliabllity, and quality of
service, Here, emphasls is placed on those areas that re-
quire management attention In terms of time or money and
which, If unresclved, may lead to palitical, regulatory, ot
competitive prablems.

Operations of electric utilities

For electrics, the status of utility plant investment is
reviewed with regard to generating plant avallability and
utilizatlon, and also for complance with existing and con-
temnplated environmental and other regulatory standards.
The record of plant outages, equivalent avatlabllity, load
factors, heat rates, and capaclty factors are examined. Also
important is effidlency. as deftned by total megawatt hour
per employee and customers per employee. Transmission
interconnections are evaluated in terms of the number of
utlities to which the utility {n question has access, the cost
structures and avatlable penerating capacity of these other
utilities, and the price pald for wholesale power,

Because of mounting competidon and the substantial
escalation in decommissloning estimates, significant
weight Is given to the operation of nuclear facilities. Nu-
clear plants are becoming more vulnerable to high produc-
tion costs that make thelr rates uneconomic. Signiflcant
asset concentratien may expose the utility to poor perform-
ance, unscheduled outages or premature shutdowns, and
large deferrals or regulatory asseis that may need to be
written off for the utllty to remain competitive. Also,
nuclear facilitles tend to represent significant portions of
thelr operators’ generating capability and assers. The Joss
of a productive nuclear unit from both power supply and
rate base can Interrupt the revenue streamn and create sub-
stantial additional costs for repatrs and iImprovements and
replacement power. The abilicy to keep these statfons run-
ning smoothly and economically directly influences the
ability to meet electric demand, the stabllity of revenues
and costs, and, by extension, the abllity to maintain ade-
quate creditworthiness. Thus, economic operation, safe
operation, and long-term operation are examined In depth.
Specifically, emphasis is placed on operation and mainte-
nance tosts, bushar costs, fuel costs, refueling outages,
forced outages, plant statistics, NRC evaluations, the po-
tential need for repalrs, operating Ucenses, decommisslon-
ing estrates and amounts held in external trusts, spent
fuel storage capacity, and management’s nuclear experl-

ence. In essence, favorable nudear operations offer signifl-
cant opportunities but. if a nuclear unit runs poorly or not
at all, the attendant risks can be great.

Operations of gas utilities

For gas pipeline and distribution companies, the degree
of plant utilization, the physleal condition of the malns and
lines, adequacy of storage to meet seasonal needs, "lost and
unaccounted for”™ gas levels, and per-unit nongas operat-
ing and canstruction costs are important factors, Efficlency
statistics such as load factor, operating costs per cuslomer,
and operating income per employee are also evaluated in
comparison to other utiities and the industry as a whole.

Operations of water utilities

As a group, water utilitles are continually upgrading
their physical plant to satisfy regulations and to develop
additional supply. Over the next decade, water systems
will increasingly Face the task of malntaining compliance,
as drinking water regulatons change and infrastructure
ages. Given that the Safe Drinking Water Act was author-
{zed in 1974, the flrst generation of treatment plants bullt
to conform with these rules are almost 20 years old. Addi-
tiopally, because the focus during this perlod was on sat-
isfylng environmental standards, deferred malntenance of
distribution systems has been common, especially In older
urban areas. The increasing cost of supplying treated water
argues against the high level of unaccounted for water
witnessed in the industry. Consequently, Standard &
Poor's anticipates capital plans for rebuflding distribution
lines and major renewal and replacement efforts almed at
treatment plants.

Operations of telephone companies

For télephone companies, cost-of-service analysis fo-
cuses on plant tapability and measures of efficlency and
quality of service, Plant capablilty is ascertained by loaking
at such parameters as percentage of digltally switched
lines; fiber optic deployment, in particular in those por-
tons of the plant key to network survival; and the depree
of broadband capacity fiber and coaxial deployment and
broadband switching capacity. Efficlency measures in-
clude operating margins, the ratlo of employees per 10,000
access lines, and the extent of network and operations
consolidation. Quality of service encompasses examina-
tion of quantitatlve sneasures, such as trouble reports and
repeat service calls, as well as an assessment of qualitative
factors, that may {nclude service quallty goals mandated
by regulators.

Regulation

Regulatory rate-setting actions are reviewed on a case-
by-case basis with regard to the potendal effect on credlt-
worthiness. Regulators' authorizing high rates of return is
of ittle value unless the returns are earnable. Furthermore,
allowing high returns based on noncash items does not
benefit bondholders. Also, to be viewed positively, regula-
tory treatment should allow consistent performance from
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RATE RATINGSERIER:

period to period, given the importance of financial stabiity
as a rating conslderation.

The utility group meets frequently with commission and
staflf members, both at Standard & Poor's offices and at
commission headquarters, demonstrating the Impartance
Standard & Poor's places on the regulatory arena for credit
quality evaluation. Input from these meetings and from
review of rate orders and their Impact weigh heavlly In
Standard & Poor's analysis.

Standard & Poor’s does not “rate” regulatory commis-
sions. State commissions typlcally regulate a number of
diverse industries, and regulatory approaches to different
types of companies often differ within a single regulatory
Jurisdictdan. This makes it all but impossible to develop
inclusive "ratings” for repulators.

Standard & Poor’s evaluadon of regulation also encom-
passes the administrative, judiclal, and leglslative proc-
esses Involved In state and federal regulation. These can
alfect rate-setting acuvitles and other aspects of the busi-
ness, such as competitive entry, environmental and safety
rules, facility siting, and securlties sales.

As the utllity industry faces an increasingly deregulated
environment, alternatives to traditional rate-making are
becoming more critical to the ability of utilitles to efTec-
tvely compete, malntaln earnings power, and sustain
creditor protection. Thus, Standard & Poor's focuses on
whether regulators, both state and federal, will help or
hinder utiliifes as they are exposed to greater competition,
There is much that regulators can do, from allocating costs
to more captive customers to allowing pricing flexibil-
{ity—and sometmes just stepping out of the way.

Under traditional rate-making. rates and earnings are
tied to the amount of invested capftal and the cost of
capital. This can sometimes reward companies more for
Justifying costs than for contatning them. Moreover, most
current regulatory policies do not permit utilitles to be
flexible when responding to competitfve pressures of a
derepulated market. Lack of flexibie tariffs for electric utill-
tles may lure Jarge customers to wheel cheaper power from
other sources.

In general, a regulatory jurisdiction s viewed favorably
ifit perznits earning a return based on the abllity to sustain
rates &t competitive levels. In additon to performance-
based rewards or penalties, flexible plans could Include
market-based rates, price caps, index-based prices, and
rates prermised on the valite of custamer service. Such rates
more closely mirrar the competitive environment that util-
ties are confronting,

Electric industry regulation

The ability to enter into long-term arrangements at ne-
gotlated rates without having to seek regulatory approval
for each contract Is also impartant in the electric industry.
(While contracting at reduced rates constralns financtal
performance, it lessens the potentia] adverse impact in the
evenl of retall wheeling. Since revenue losses assodated
with this strategy are not likely ta be recovered from rate-
payers, utilities must control costs well enough to rernain
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competitlve If they are to sustain current levels of bond-
holder protection.}

Naturel gns industry regulation

Inthe gas Industry. too, several state commisston policies
welgh heavily in the evaluation of regulatory support
Examples include stabilization mechanisms to adjust reve-
nues for changes in weather or the economy, rate and
service unbundling decisions, revenue and cost allocation
between sales and transportation customers, flexéble in-
dustrial rates, and the general supportiveness of construc-
tion costs and gas purchases.

Water industry regulation

In all water utility activites, federal and state environ-
mental regulations continue to play a oitical role. The
lepislative timetable to effect the 1986 amendments to the
Safe Drinking Water Act of 1974 was quite aggressive. But
environmental standards-setting has actually slowed over
the past couple of years due Jargely toincreasing sentiment
that the stringent. costly standards have not been justified
on the basis of public health. A moratorium on the prom-
ulgation of significant new environmental rules Is antid-

pated.

Telecommunications industry regulation

Despite the advances in telecommunications deregula-
tion, analysls of regulation of telephone cperators will
continue to be a key rating determinant for the foreseeable
future. The method of regulation may be elther classic
rate-based rate of return or some form of price cap mecha-
nism. The mest important factor [s to assess whether the
regulatory framework—no rnatter which type—provides
sufficlent financlal incentive to encourage the rated com-
pany to maintain its quality of service and to upgrade its
plantto accornmodate new services while facing Increasing
competition from wireless operators and cable television
cotnpanies.

Where regulators do still set tarlffs based on an author-
Ized return, Standard & Poor's slrives to explore with
regulators their view of the rate-of-return components that
can materially tmpact reported versus regulatory earnings.
Spedflcally these include the allowable base upon which
the authorized refurn can be earned, allowable expenses,
and the autharized return. Since regulatory oversight runs
the gamut from strict, edversarial relationships with the
regulated operating companles to highly supportive pos-
tures, Standard & Poor’s probes beyond the apparent regu-
latory environment 1o ascertain the actual lmpact of
regulation on the rated company.

Management

Evaluating the management of a utility is of paramount
importance to the analytical process since management's
abilitles and dedslons affect all areas of a company's op-
erations. While regulation, the economy, and other outside
factors can influence results, It Is ultimately the quality of
management that determines the success of a company.




With emerging competition, utllity management will be
more closely scrutinized by Standard & Poor’s and will
become an inwreasingly eritfcal component of the credit
evaluation. Management strategies can be the key determi-
nant in differentiating utiitles and in establishing where
compandes lle on the business position spectrum. It Is
Imperative that managements be adaplable, aggressive,
and proactive If their utilities are to be viable in the future;
this s especially Important for uiilities that are currently
uncompetitive,

The assessment of management Isaccomplished through
meetings, conversations, and reviews of company plans. Jt
is based on such factors as tenure, (ndustry experience.
grasp of Industry Issues, knowledge of customers and thelr
needs, knowledge of competitors. accounting and fnane-
ing practlces, and commitment to credit quality. Manage-
ment's ability and willingness to develop workable
strategies to address thelr systems” needs, to deal with the
competitve pressures of free market, to execute reasonable
and effective Jong-term plans, and to be proactive in lead-
ing thelr utilities into the future are assessed. Management
quality is also {ndicated by thoughtful balandng of public
and private priorities, 2 record of aedibility, and effective
communication with the public, regulatory bodies, and the
{inandal community, Boards of directors will recelve ever
more atention with respet to thelr role In setting appro-
priate management incentives,

With competition the watchword, Standard & Poor’s
also fucuses on management's efforts to enhance financial
conditlon. Management can bolster bandholder proteciion
by taking any number of discretionary actlons, such as
selling common eguity. lowering the common dlvidend
payout, and paying down debt Also Important for the
electric Industry will be creativity in entering into strateglc
alilances and working partnerships that improve efil-
clency, such as central dispatching for a number of utiliues
or locking up at-risk customers through long-term con-
tracts or expanded flexible pricing agreements. Proactive
management teams will also seek alternatives to tradi-
tional rate-base, rate-of-return rate-making, move to adopt
higher depreciation rates for generating fadlities, segment
customers by individual market preferences, and attempt
to create sugerior service organizations.

In general, management's ability to respond to mounting
compedtion and changes in the utllity Industry in a swift
and appropriate manner will be necessary Lo malntaln
credit health.

Fuel, power, and water supply

Assessment of present and prospective fuel and power
supply is critical to every electric utllity analysls, while
gauglng the long-term natural gas supply position for gas
pipeline and distribudon companles and the water re-
sources of a water utllity is equally important. There is no
similar analytical category for telephone utllities,

Electric utilities
For electric utilitles emphasis Is placed on generating
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reserve margins, fuel mix, fuel contract terms, demand-
side management techniques, and purchased power ar-
rangements. The adequacy of generating margins Is
examnined natlonally, regionally. and for each Individual
company. However, the reserve margin pleture 1s mud-
died by the impredse nature of peak-load growth forecast-
ing, and also supply uncertainty relating 1o such things as
Canadian capacity avallability and potential plant shut-
downs due Lo age, new NRC rules, add raln remedies, fuel
shortages, problems assoclated with nontraditional tech-
nologles, and so forth. Even apparently ample reserves
may not be what they seemn. Moreover, the quality of
capadty s just as important as the size of reserves. Com-
panies’ reserve requlrements differ, depending upon indi-
vidual operating characteristics.

Fuel diversity provides flexibility in a changing environ-
ment. Supply disruptions and price hikes can raise rates
and ignite political and regulatory pressures that ulu-
mately lead to erosion in finandal performance. Thus. the
ability to alter generating sources and take advantage of
lower cost fuels §s viewed favorably.

Dependence an any single fuel means exposure to that
fuel's problems: electric utilities that rely on oil or gas face
the potential for shortages and rapid price Increases; utlli-
tles that own nuclear penerating facilities face escalating
costs for decommissloning; and coal-fired capacity entalls
environmental problems stemming from concerns over
acld cain and the “greenhouse effect.”

Buying power from nelghboring utilities, qualifying fa-
cility projects, or Independent power producers may be the
best cholce for a utllity that faces increasing electridity
demand. There has been a growing rellance an purchased
power arrangements as an alternative to new plant con-
struction. This can be an Important advantage, since the
purchasing utility evolds potential construction cost over-
runs as well as risklng substantial capita). Also, utilities can
avoid the financlal risks typlcal of a multlyear construction
program that are caused by regulatory lag and prudence
reviews. Furthermore, purchased power may enhance
supply flexibility, fuel resource diversity, and maximize
load factors, Utllities that plan to meet demand projections
with a portfolio of supply-side options also may be better
able to adapt to future growth uncertainties. Notwith-
standing the beneflts of purchasing. such a strategy has
risks assoclated with It By entering Into a frm long-term
purchased power contract that contalns a fixed-cost com-
popent, uiilities can incur substantal market. operating.
regulatory, and financal risks. Moreover, regulatory treat-
ment of purchased power removes any upside potential
that might help offset the risks. Utilitles are not compen-
sated through incentlve rate-making rather, purchased
power s recovered dollar-for-dollar as an operating ex-
pense.

To analyze the flnandal impact of purchased power,
Standard & Poor's first calculates the net present value of
future annual capacity payments {discounted at 10%). This
represents a potential debt equivalent—the off-balance-
sheet obligation that a utllity Incurs when It enters Into a
long-term purchased power contract. However, Standard

kX ]




& Poor's adds to Lhe udlity's balance sheet only a portlon
of this amount. recognizing that such a contractual ar-
rangement {s not entirely the equivalent of debt. What
percentage s added is a function of Standard & Poor's
qualltatve analys!s of the specific contract and the extent
to which market. operating. and regulatory risks are borne
by the utllity (the sk factor). For unconditional, take-or-
pay contracts, the risk factor range is from 40%-80%, with
the average hovering around 80%. A lower risk factor is
typically assigned for system purchases from coal-flred
utiiles and a higher risk factor is usually designated for
vnli-specific nuclear purchases. The range for take-and-
pay performance obligations Is between 10%-50%.

Gas utilities

For gas distribution uttlitles, long-term supply adequacy
obviously Is critical, but the supply role has become even
more important in credit analysis since the Federal Energy
Regulatory Commuissfon's Drder §36 eliminated the inter-
state pipeline merchant business, This thrust gas supply
responsibililes squarely on loca gas distributors. Stand-
ard & Poor’s has always belleved disuibutor management
has the expertise and wherewltha) to perform the job well,
but the risks ate significant since gas costs are such a large
percentage of total utility costs. In that regard, it Is impor-
tant for utilities to get preapprovals of supply plans by state
regulators or at least keep the stalf and commissioners well
informed. To minlmize risks, a well-run program would
diversify gas sources among different producers or mar-
keters, different gas basins {n the US. and Canada, and
different pipeline routes. Also, purchase contracts should
be firm, with minimal take-or-pay provisions, and have
prices tied to an industry Index. A modest percentage of
fixed-price gas Is not unreasonable. Contracts, whether of
gas purchases or pipeline capacity, should be Intermediate
term. Staggering contract expirations {preferably annu-
ally) providesan opportunity tobe an active market player.
A modest degree of reliance on spot purchases provides
flexdbility, as does the use of market-based storage. Gas
storage and on-property gas resaurces such as lquelled
natural gas or propane alr are effective peak-day and peak-
season supply management Loo]s

Since pipeline companies no longer buy and sell natural
gas and are Just common carriers, connections with varied
reserve basins and many wells within those basins are of
great importance. Diverslty of sources helps offsetthe risks
arising from the natural producton dedines eventually
experienced by all reserve basins and individual wells.
Moreover, such diversity can enhance a plpeline’s attrac-
tiveness as 8 transporter of natural gas o distributors and
end users seeking to buy the mast economical gas available
for their needs.

Water utilities
Nearly all water systerns throughout the U.S. have ample
long-term water supplies. Yet to galn comfort. Standard &
Poor's assesses the production capablility of treatment
plants and the ability to pump water from underground
aquifers In retation Lo the usage dernands from consumers.

kL
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Having adequate trealed water storage facllities has be-
come important In recent years and has helped many
systems meet demands during peak summer periods. Of
interest is whether the resources are owned by the utllity
ar purchased from other uillities or local authortdes. Own-
ing properties with water rights provides more supply
security. Thisis especlally so {n states like California where
water allpcations are being reduced, particularly since re-
cent droughts and environmental issues have created
alarm. Since the primary cost for water compandes {s (reat-
ment. It makes Liitle difference whether raw water Isowned
or bought. In fact, compliance with federal and state water
regulations 15 very high, and the overall cost 1o dellver
treated water to consumers remalns relatvely affordable,

Asset concentration in the electric

utility industry

In the electric industry, Standard & Poor's follows the
operations of major generating facilities to assessif they are
well managed or troubled. Significant dependente on one
generang facllity or a large flnancial investment In a
single asset suggests high risk. The size or magnitude of a
particular asset relatve to total generation, net plant in
service, and cornmeon equity Is evaluated: Where substan-
tial asset concentratlon exists, the finandal proflle of a
company may experience wide swings depending on the
asset's performance, Heavy asset concentration ls most
prevalent among utllities with costly nuclear units.

Earnings protection

In this category, pretax cash Income coverage of all inter-
est chargesis the primary ratjo. For this calculation, allow-
ance for funds used during construction {AFUDC) is
removed from Income and interest expense. AFUDC and
othersuch noncash items do not provide any protection for
bondholders. To {dentify total interest expense, the analyst
reclassifies certaln operating expenses, The interest com-
ponent of varous off-balance-sheet obligations, such as
leases and some purchased-power contracts, Isincluded in
Interest expense. This provides the most direct indlcation
of 2 utility's ability to service its debt burden.

While considerable emphasis in assessing credit protec-
tlon js placed on coverage ratios, this measure does not
provide the entire earnings protecton picture. Alsoimpot-
tant are a company’s earned retumns on both equity ard
capital, measures that highlight a firm’s earnings perform-
ance. Consideration Is glven to the Interacion of embed-
ded costs, financial leverage, and pretax return on capital.

Capital structure

Analyzing debt leverage goes beyond the balance sheet
and covers quasi-debt ltems and elements of hidden finan-
dal leverage. Noncapitalized leases (IncJuding sale/lease-
back obligations), debt guarantees, receivables financing,
and purchased-power contracts are all considered debt
equivalents and are reflected as debt in calculating capita)




structure ratfos. By making debt level adjustments. the
analyst can compare Lhe degree of leverage used by each
utility company.

Furthermore, assets are examined to {dentfy underval-
ued or avervalued [terns. Assets of questionable value are
discounted 10 more accurately evaluate asset protsctjon.

Some firms use short-term debt as a permanent plece of
thelr capftal structure. Short-term debt also is canstdered
part of permanent capital when it Is used as a bridge to
permanent finandng. Seasonal. self-lUquidating debt is ex-
cluded frem the permanent debt amount, but thissituation
is rare—with the exception of certain gas utilities. Given
the Jong lfe of almost all utility assets, short-term debt may
expose these companies to interest-rale volatiity, remar-
keting risk. bank line backup risk, and regulatory exposure
that cannot be readlly offset. The lawer cost of shorter-tecm
obligatlons {assumning a positively sloped yleld curve) isa
positive factor that partially mitigates the risk of interest-
rate variabllity. As a rule of thumb, a level of short-term
debt that exceeds 10% of total capital Is cause for concern.

Similarly. if floating-rate debt and preferred stock con-
stitute over ohe-third of total debt plus preferred stock., this
level is viewed as unusually high and may be cause for
concern. [t might also indicate that management Is aggres-
slve in !ts financlal policies,

A layer of preferred stotk in the capltal structure is
usually viewed as equity—since dividends are discretlon-
ary and the subordinated claim on assets provides a cush-
ion for providers of debt capital. A preferred component
of up to 16% Is typically viewed as a permanent wedge In
the capital structure of utilities. However, as rate-of-return
regulallon is phased out, preferred stock may be viewed
by utilittes—as many Industrial firms would-—-as a tempo-
rary opton for cornpardes that are not current taxpayers
that do not benefit from the tax deductibility of interest.
Even now, floating-rate preferred and money market per-
petual preferred are problematlc; a rise in the rate due to
deteriorating credit quality tends to Induce a company to
take out such preferred stock with debt. Structures that
convey tax deductibility to preferred stock have become
very popular and do generally afford such financings with
equity treatment.

TESI-SEWER EXHIBIT NO. 1
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Cash flow adegquacy

Cash flow pdequacy relates 1o a company's abllity to
generate funds Internally relalve 1o [ts needs. It is a basic
compoenent of credit analysis because It takes cash to pay
expenses, fund capltal spending, pay dividends, and make
interest and principal payments. Since both comrmon and
preferred dividend payments are important to maintain
capital market access, Standard & Poor’slooks at cash flow
measures bolh before and after dividends are pald.

To determine cash flow adequacy, several quantitative
relationships are examined. Emphasis Is placed on cash
flow relatlve to debt, debt service requirements. and capital
spending. Cash flow adequacy s evaluated withrespectto
a firm’s ability to meet all fixed charges, Including capacity
payments under purchased-power contracts. Desplte the
conditional nature of some contracts, the purchaser {s cb-
ligated to pay a minimum capacity charge. The ratlo used
{s funds from operations plus interest and capacity pay-
ments divided by interest plus capacity payments.

Financial flexibility/capitaf attraction

Financing f{lexibility incorporates a utility's financing
needs, plans, and alternatives, as well as its flexdbility to
accomplsh iis financing program under stress without
damaging creditworthiness. External [unding capability
complernents internal cash flow. Espedally since utllities
are so capltal intensive, 2 flom’s ability to tap capital mar-
kets on anongolng basls must be considered. Debt capacity
reflects all the earller elemnents: earnings protection, debt
leverage, and cash flow adequacy. Market access at reason-
able rates is restricted If a reasonable capital structure is not
malntained and the company's [Inandal prospects dim.
The analyst also reviews indenture restrictions and the
impact of additional debt on covenant tests,

Standard & Poor's Bssesses a company's capacity and
willingness to issue comunon equity, This Is affected by
varlous factors, including the market-to-book ratlo, divi-
dend polcy, and any regulatory restrictions regarding the
composition of the capiial structure,

3




TESI-SEWER EXHIBIT NO. 1
Schedule PMA-2
Page 10 of 13
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U.S. Utilities Ratings Analysis Now Portrayed In
The S&P Corporate Ratings Matrix

The electric, gas, and water utiliry rarings ranking lists published today by Standard & Poor's U.S. Utilities &
Infrastrucrure Ratings practice are categorized under the business risk/financial risk mawix used by the Corporate
Ratings group. This is designed to present our rating conclusions in a clear and standardized manner across all
corporate sectors. Incorporating utility ratings into a shared framework to commuanicate the fundamental credit
analysis of a company furthers the goals of transparency and comparability in the ratings process. Table 1 shows the

matrix.

BusinessRisk Profile  Minimal Modest Intermediate Aggressive Highly leveraged

Excellent AAA Ab A BBB BB
Strong AA A A- BEB- 8-
Satisfactory A 688+  BRB 88+ B+
Weak BBB BEB- BB+ BB- B
Yulnerable BB B+ B+ 8 B

The utilities rating methodology remains unchanged, and the use of the corporate risk matrix has not resulted in any
changes to ratings or outlooks. The same five factors that we analyzed to produce a business risk score in the
familiar 10-point scale are used in determining whether a utility possesses an "Excellent,” "Strong," “Satisfactory,"

“Weak,” or "Vulnerable” business risk profile:

¢ Regulation,

+ Markets,

* Operations,

» Competitiveness, and
+ Management.

Regulated utilities and bolding companies that are utility-focused virtnally always fall in the upper range
("Excellent" or "Strong”} of business risk profiles. The defining characteristics of most utilities--a legally defined
service territory generally free of significant competition, the provision of an essential or near-essential service, and
the presence of regulators that have an abiding interest in supporving a healthy utility financial profile--underpin the
business risk profiles of the electric, gas, and water utilities.

As the matrix concisely illustrates, the business risk profile loosely determines the level of financial cisk appropriate
for any given rating. Financial risk is analyzed both qualitatively and quantitatively, mainly with financial ratios and
other metrics that are calculated afier various analytical adjustments are performed on financial statements prepared
upder GAAP. Financial risk is assessed for utilities using, in part, the indicative ratio ranges in table 2.

2
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0.5, Utilities Ratings Analysis Now Portrayed In The S¢P Corporate Ratings Matriz

Table 2

{Fully adjusted, historically demonstrated, and expected to consistently continue)

Cash flow Deb! leverage
{FFO/debt} (%) [FFOfinterest) (x)  {Total debycapital) {%)
Modest 40-60 4060 5-40
Intermediate 25- 45 3.0-45 35-50
Agaressive 10-30 2035 45-60
Highly leveraged Below 15 2.5 of less Dver 50

The indicative ranges for utilities differ somewhat from the guidelines used for their unregulated counterparrs
because of several facrors that distinguish the financial policy and profile of regulared entities. Utilities tend to
finance with long-maturity capitai and fixed rates. Financial performance is rypically more uniform over time,
avoiding the volatility of unregulated industrial entddes. Also, urilides fare comparatively well in many of the
Jess-quantitative aspects of financial risk. Financial flexibility is generally quite robust, given good access 1o capital,
ample short-term liquidiry, and the like, Unilities that exhibit such favorable credit characteristics will often see
rarings based on the more accommodative end of the indicative ratio ranges, especially when the company's business
risk profile is solidly within its category. Conversely, a utility that follows an arypical financial policy or manages its
balance sheet less conservatively, or falls along the lower end of its business risk designation, would have to
demonstrate an ability to achieve financial metrics along the more stringent end of the rato ranges to reach a given
rating.

Note that even after we assign 2 company a business risk and financial risk, the committee does not arrive by rote at
a raung based on the mawix. The marrix is a guide—it is not intended o convey precision in the ratings process or
reduce the decision to plotting intersections on a graph. Many small positives and negatives that affect credic qualiry
can lead 2 commirtee to a differznt conclusion than what is indicated in the matrix. Mest cutcomes will fall within
one notch on either side of the indicated rating. Larger exceptions for utilities would typically involve the influence
of related unrcgnlated entities or extraordinary disruptions in the regulatory environment.

We will use the marrix, the ranking list, and individual company reporis to communicate the relative position of a
company within its business risk peer group and the other factors thar produce the ratings.

wwiwv.siandardandpoors.com/ratingsdirect 3
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PROXY GRQUP OF SIX AUS UTILITY REPORTS WATER COMPANIES

CAPITALIZATION STATISTICS

AMOUNT OF CAMTAL EMPLOYED
TOTAL PERMANENT CARITAL
SHORT-TERM DEBT

TOTAL CAPITAL EMPLOYED

INDICATED AVERAGE CAPITAL COST RATES (2)
TOTAL DEBT
PREFERRED STOCK

CAPITAL STRUCTURE RATIOS
BASED ON TOTAL PERMANENT CAPITAL;
LONG-TERM DEBT
PREFERRED STOCK
COMMON EQUITY
TOTAL

BASED ON TOTAL CAPITAL:
TOTAL DEBT, INCLUDING SHORT-TERM
PREFERRED STQCK
COMMON EQUITY
TOTAL

EINANCL TATISTY

NANCH J10S - K
EARNINGS f PRICE RATIO
MARKET { AVERAGE BOOK RATIO
DIVIDEND YIELD
DIVIDEND PAYOUT RATIO

RATE QF RETURN ON AVERAGE BOOK COMMON EQUITY

DS FROM 08!
ND! oM i BT {4

TOTAL DEBT / TOTAL CAPITAL

See Page 2 for notes,

CAPITALIZATION AND FINANCIAL STATISTICS (1}

2002 - 200

2005

$596.290
$27.718
§625.006

639 %
.03

4547 %
0.18
50.35

10009 %

5108 %
0.17
4874

10000 %

356 %
264,27
a2n
76,98
9.05 %
364 X
1865 %

5100 %

INCLUSIVE
2003 2004
[MILLIONS OF DOLLARS)
$541.637 §506.048
30,125 4 465
$571.762 $520513
617 % 621 %
296 4,30
5151 % 5081 %
0.20 0.21
4829 4888
10000 % 100.00 %
5342 % 5285 %
0.19 0.20
48,39 4695
10000 % 10009 %
400 % 440 %
256.69 233.18
2.86 314
70.89 7141
10,00 % 10.06 %
g4 X 410 X
179 % 18.62 %
5342 % 5285 %

637 %
1437

5113 %
0.23
48,64
10000 %
5485 %

45,13
10000 %

400 %
23536
322
B9
948 %
381 X
16.10 %

5465 %

$403.676

333,342
Mg

6.52 %
538

52.92 %
0,26

10000 %

85,57 %
0.25

4419
10000 %

497 %
226,95
353
72.38
10,83 %
46 X
15,20 %

55,57 %

5 YEAR
51,19 %

021
100.00 %

5352 %
o

46,27
100.00 %

4.18 %
24369
308
7473
288 %
375 X
16.79 %

53.52 %
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£-YWWd 8Inpayocs

L "ON LI9IHX3 ¥3m3s-I1s3l




TESI-SEWER EXHIBIT NO. 1
Schedule PMA-3
Page 2 of 2

Proxy Group of Six AUS Uiility Reports Water Companies
Capitalization and Financial Statistics

2002-2006, Inclusive

Notes:

{1) All capitalization and financial statistics for the group are the arithmetic average of the a_cljieved resulis
for each individual company in the group, and are based upon financial statements as ariginally reported

in each year.

(2) Computed by relating actual total debt interest or preferred stock dividends booked to average of
beginning and ending total debt or preferred stock reported to be outstanding.

(3} Funds from operations {sum of net income, depreciation, amortization, net deferred income tax and
investment tax credits, less total AFUDC) plus interest charges divided by interest charges.

{4} Funds from operations (as defined in Note 3} as a percentage of total deb,

Selection Criteria;

The basis of selection was to include those water companies: 1) which are included in the Water Company
Group of AUS Utility Reports {February 2008); 2) which have Value Line five-year EPS growth rate projections or
Reuters consensus five-year EPS growth rate projections; and 3) which have more than 70% of their 2006 operating
revenues derived from water operations. BIW, Ltd, Middlesex Water Co., Pennichuck Corp. and SJW Corp. were
eliminated hecause Reuters was not reporting a consensus five-year EPS growth rate projections at the time of the
selection of the proxy group. Southwest Water Company was eliminated because it did not derive more than 70% of

its 2006 operating revenues from water operations.
The following six water companies met the above criteria:

American States Water Co.
Agqua America, Inc.

Artesian Resources, Inc.
California Water Service Group
Connecticut Water Service, Inc,
York Water Co.

Source of Information:  Standard & Poor's Compustat Services, Inc., PC Plus / Research
Insight Database
EDGAR Online's I-Metrix Database
Company Annual Forms 10K




ER RDUP OF FOUR VALUI N il INE WATER MPANIES
CAPITALIZATION AKD FINANCLAL STATISTICS (1}
2002 - 2006, INCLUSIVE

2008 2008 2004 2003 002
(MILLIONS OF DOLLARS)
PI TAT|ST
AMOUNT OF CAPITAL EMPLOYED
TOTAL PERMANENT GAPITAL $657.593 $773.683 §722.039 $620.903 $558.434
SHORT-TERM DEBT §37.788 $41.376 $32.529 35.728 48,623
TOTAL CAPITAL EMPLOYED 5695381 £815.039 154,587 668632 $608.057
I VERA( RA )
TOTAL DEBT 669 % 0.30 % 8.25 % 6.18 % 0.08 %
PREFERRED STOCK 4.81 427 3.38 253 R ]
S.YEAR
P R AVERAGE
BASED ON TOTAL PERMANENT CAPITAL:
LONG-TERM DEBT 48B7 % 4945 % 4871 % 5143 % 56.80 % 5007 %
PREFERRED STQCK 0,19 0.22 024 0.40 0.9 0.29
COMMON EQUITY 52.94 50.33 50,05 48,17 271 4884
TOTAL 100.00 % 10000 % 10000 % 100,00 % 10000 % 1000 %
BASED ON TOTAL CAPITAL:
TOTAL DEBT, INCLUDING SHORT-TERM 46829 % 50.94 % 51.28"% 5369 % 5940 % 5274 %
PREFERRED STOCK 0.9 0.21 0.4 039 0.38 0.28
COMMON EQUITY 51,52 48 .85 48,38 502 022 A58
TOTAL 100.00 % 19000 % 10000 % 10000 % H000%  MDH%
EINANCIAL STATISTICS
FINA; A - MARKI
EARNINGS  PRICE RATIO 315 % 3.80 % 388 % 442 % 4.96 % 400 %
MARKET / AVERAGE BOOK RATIO 262.50 248.19 22269 220,49 2308 23539
DIVIDEND YIELD 2.1% 242 279 2.0 310 167
DIVIDEND PAYOUT RATIC 67.55 61.18 T1.81 74.09 61,40 67.20
F RETURN VERA K B1S % 9219 % 8.38 % 9.18 % 1091 % 9.6 % ;? Q
QI
FUNDS FROM OPERATIONS / INTERESY RA 394 X 418 X 434 % 384 X 2.66 X 399 X ] 3
—
FUNDS FROM OPERATIONS 7 TOTAL DEBT (4) 19.28 % 19.73 % 19.78 % 17,85 % 14,67 % 18.34 % o %
° -y
TOTAL DEBT T, PITA 48.29 % 50.84 % 51,36 % 5389 % 29,40 % 274 % N u
=
)l>
-9

Sea Page 2 for nates,
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Proxy Group of Four Value Line {Standard Edition) Water Companies
Capitalization and Financial Statistics
2002-2006, Inclusive

Notes:

(1) All capitalization and financial statistics for the group are the arithmetic average of the achieved
results for each individual company in the group, and are based upon financial statements as
originally reported in each year.

(2) Computed by relating actual total debt interest or preferred stock dividends booked to average of
beginning and ending total debt or preferred stock reported to be outstanding.

(3) Funds from operations (sum of net income, depreciation, amortization, net deferred income tax and
investment tax credits, less total AFUDC) plus interest charges divided by interest charges.

(4) Funds from operations (as defined in Note 3) as a percentage of total debt.

Selection Criteria:

The basis of selection was to include those water companies: 1) which are included in the Value Line
(Standard Edition). :

The follawing four water companies met the above criteria:

American States Water Co.
Agua America, Inc,

California Water Service Group
Southwest Water Cormnpany

Source of Information:  Standard & Poor's Compustat Services, inc., PC Plus / Research
tnsight Database
EDGAR Online’s i-Metrix Database
Company Annual Forms 10K




Total Environmental

2008
Amercan Stales Water Company
Lang-Term Debt 4595 %
Shon-Term Deb) 548
Preferred Stock 0oo
Common Equity 48 57
Tolal Capital 100.00 %
Agua Amenica_inc,
Long-Term Debl 48,53 %
Shon-Term Debt 5.88
Prefered Stock 0.09
Common Equily 4550
Total Capital 100.00 %
Anesian Rescurces Corp
Lowrg-Term Debt 56 30 %
Shen-Term Debt 6.03
Prelemed Slock 0.00
Common Equity 37,67
Total Capital 100,00 %
Califarnia Water Setvice Group
Long-Term Debl 4347 %
Short-Term Bebt 000
Prefetred Stock qa52
Comman Equity 56.01
Total Capital 100.00 %
Connecijcut Wailer Service Inc
Long-Term Debt 43,14 %
Shart-Terrnt Debt 293
Preferred Stock 0.43
Common Equity 53.50
Total Cagital 100.00 %
York Waler Company
Long-Tarm Dabl 48.82 %
Short-Term Dabt poo
Preferred Stock 0.00
Common Equity §51.18
Total Capita! 100.60 %
Proxy Group of Six AUS
hility Repors Water Companies
Long-Term Debt 47.70 %
Shon-Term Debt .39
Preferrad Stock 0.17
Common Equity 48,74
Total Capital 100.00 %

Source of [nformation:
EDGAR Oniine’s -Meinx Database

i Yea

48.03 %
4.82
0.00

47,15
100.00 %

4868 %

60.30 %
208
.00

37,62

100,00 %

4807 %
0.00
061

132

100,00 %

44 44 %
285
047

52.44

100,00 %

4734 %
665
000

46.01
100.00 %

4948 %

018
46.38
100,09 %

utlons,_{nc. - Tr

Iis]

48.06
100.00 %

4B.78 %
4.08
020

46.95

100,00 %

Standard & Poor's Compustal Services, Ing , PC Plus / Research Insight Data Base

Company Annual Forms 10-K and 10-Q

e Lake Sewer Divislon

Capital Siructure Based upon Tota) Capital for the
Proxy Group of Six AUS Ulility Reports Wates Companies

5

100.00 %

54.79 %
539
oo7

3575

100.00 %

100,00 %

47.41 %
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5 YEAR
2002 AVERAGE
5589 % 48 18 %
622 722
oo 900
37.8%8 44 50
100.00 % 100.00 %
50.36 % 4939 %
939 686
0.06 008
40.19 43.67
100.00 % 100,00 %
5382 % 58.21 %
324 562
017 0.05
42,77 38,12
100,00 % 100,00 %
5125 % 4064 %
742 1,73
0.7 062
40.62 49.01
100,00 % 100,00 %
42.54 % 4249 %
4 55 395
0.55 0.50
52.36 53,06
100.00 % 100.00 %
45 00 % 46.90 %
ked 3190
000 0.00
51.23 49.20
100,00 % 100.00 %
4981 % 4B.64 %
576 4.88
025 o
44.18 48.27
100.00 % 100.00 %



American States Water Co

Long-Term Debl
Short-Term Debt
Preferrad Stock
Common Equity
Toral Capital

Agua Ameriga
Long-Term Bebt

Shon-Tarm Debt

Prefatrad Stock

Commaon Equity
Total Capital

California Water Service Group

Long-Term Debt
Short-Term Debt
Prefarred Stock
Common Equily
Total Capital

ulhwest Water Camparn

Long-Term Dabt
Shon-Ferm Oebt
Praferrad Stock
Carmmon Equity
Taolal Capital

Proxy Group of Foyr Value Line

(Standard Edilicn} water Companies

Long-Term Debt
Shor-Term Debt
Freferred Stock
Common Equity
Total Capilal

Source of infarmation:

TESI-SEWER EXHIBIT NO 1

Schedula PMA-5
Page 2012
Tolal Environmenizl Solutions, (nc. - Treasyre Lake Sewer Division
Capital Structure Based upon Tetel Capital for
\he Proxy Group of Four Value Line (Siandard Editlon) Walar Companias
{of the Years 2 tnrough 2608
SYEAR
2006 2005 2004 2003 2002 AVERA
4595 % 4803 % 4482 % 4621 % 5589 % 48.18 %
5.48 4.82 a3e 1122 622 722
00D [1§e0] 000 000 Q.00 ooo
48,57 4715 46.79 42,57 37.89 44.60
100.00 % 100.00 % 100,00 % 100.00 % 100.00 % 100.00 %
48.53 % 4B 6B % 5003 % 4935 % 5036 % 4538 %
588 747 510 6 47 939 6.B6
009 ooe [} 0os 0.08 0.08
45.50 4377 44,79 44 12 40,19 43.67
100.00 % 100,00 % 00.00 % 108.00 % 100.00 % 100.00 %
43.47 % 4807 % 48 66 % 51.77 % 51.25 % 4B.64. %
0.00 o.o0 oco 1.22 742 1.73
052 o051 [ 056 on 062
86,01 51.32 80.73 48,35 40.62 49.01
108.00 % 100.00 % 100.00 % 100,00 % 100.060 % 100.00 %
43.85 % 46.67 % 48 53 % 48.50 % 5707 % 48,82 %
1.00 0,00 0.0¢ 000 0.00 4,00
0156 Q.17 028 08s 0.74 044
56.00 53.15 51.18 50,65 42,19 50.64
100,60 % 300.90 % 100.00 % 100.00 % 102.00 % 100,00 %
4545 % 4786 % 48.01 % 48.96 % 53.64 % 4878 %
284 307 337 473 578 398
g.i8 G2z 8.24 0.39 038 5.28
51.53 48.85 48,38 45.92 40.22 46.98
100,00 % 100,00 % 180,00 % 100.00 % 100,00 % 100.09 %

Standard & Poor's Compustat Services, inc., PC Plus / Research Insight Data Base



TESI-SEWER EXHIBIT NO 1

Schedule PMA-6
Page 1 of 9
Total Environmental Solutions, Inc. - Treasure Lake Sewer Division
Calculation of the Compuosite Cost Rate of Long-Term Debt Cutstanding
Pro Forma at December 31, 2007
Effective Composite
Amount Cost Annualized Interest
Series Qutstanding Rate Cost Rate
John Deere (2006) & 40,570 2.90% %{1) $ 1177
John Deere (2007} 56,853 7.40% (1) 4,207
John Deere {2006} 56,291 B.07% (1} 4,543
Pro Forma Debt 1,536,573 6.41% (2) 88,494
Total Long-Term Debt 5 1680287 $ 108421 6.41%

(1) From Supporting Schedule 8, page 2 of 2 from Supplement Na. 1 to Tariff Water -
Pa. P.U.C. No. 4, Docket No. R-00072495.
(2) From page 2 of this Schedule.

Notes:



Line No.

TESI-SEWER EXHIBIT NG 1
Schedule PMA-B
Page 2 of 9

Total Environmental Solutions, Inc. - Treasure Lake Sewer Division

Long-Term Debt Cost Rates of the

Proxy Group of Six AUS Utility Reports Water Companies
Actual for the Fiscal Year 2006

Proxy Group of Eight AUS Utility Reports Natural Gas Distribution Companies and the

Proxy Group of Six AUS Utilities Reports Water
Companies

American States Water Company
Agqua America, Inc.

Artesian Resources Corp.
California Water Service Group
Connecticut Water Service Inc.
York Water Company

Average

Proxy Group of Four Value Line (Standard Edition)
Water Companies

American States Water Company
Agqua America, Inc.

California Water Service Group
Southwest Water Company

Average

Midpoint of Long-Term Debt Cost Rates (2)
Provision for Estimated Issuance Costs

Conclusion of Long-Term Debt Cost Rate Applicable to
NRG Energy Center Harrisburg LG (3)

Notes: (1) Supporting information on pages 3 through 9 of this Schedule.

{2) Average of Line Nos. 1 and 2,
(3) Sum of Line Nos. 3and 4.

Actual for the
Fiscal Year

2008 (1)
7.04%
577%
8.26%
6.42%
4.72%
6.18%

5.07%

7.04%
577%
6.42%
6.56%

6.45%

6.26%

6.41%




Total Environmental Selutiens, Inc. - Treasure Lake Sewer

Calculation of the Composite Cost Rate of Long-Term Debt Outstanding
for American States Water Company
Actual for the Fiscal Year 2006

Amount
Series QOutstanding
{8 000s)
Notes / Debenlures
§.84% notes due 2013 % 1,100
6.80% notes due 2013 2,000
B.87% notes due 2023 5,000
7.00% notes due 2023 10,000
7.55% notes due 2025 8,000
7.65% notes due 2025 22,000
6.81% notes due 2028 15,000
6.59% notes due 2029 40,000
7.875% notes due 2030 20,000
7.23% notes due 2031 50,000
Private Placement Notes
9.55% notes due 2031 28,000
5.87% notes due 2028 40,000
Tax-Exempt Obligations
5.50% notes due 2026 7,815
Variable Rate Obligation due 2074 6,000
State Water Project due 2035 4,904
Other Debf Insfruments
8-50% fixed rate obligation due 2013 1,037
Variable Rate Obligation due 2018 410
Capital lease obligations 205
Chaparral City Waier Company
4% to 4.85% serial bonds due 2007 240
5.20% term bonds due 2011 1,000
5.40% term bonds dus 2022 4,610

5.30% term bonds due 2022

1,015

Total Long-Term Debt $ 268,438

Source of Information:

TESLI-SEWER EXHIBIT NO. 1§
Schedule PMA-G

Notes: (1) Fiscal year ends Pecember 31,

(2) Approximate rate at December 31, 2006.

Page 3cof &
ivision
Effective Composite
Cost Annualized Interest
Rate {1} Cost Rate
{% 000s)

6.640% % 73

6.800% 136

6.870% 344

7.000% 700

7.550% 604

7.650% 1,683

6.810% 1,022

B.580% 2,636

7.875% 1,578

7.230% 3615

9.560% 2,677

5.870% 2,348

5.500% 435

3.830% (2) 230

7.040% (3} 345

8.500% 88

3.830% (2} 16

7.040% (3) 14

4.400% (4) 11

5,200% 52

5.400% 249

5.300% 54

§  1g907 7.04%

(3) Assumed equal to the composite debt cost rate of all debt excluding State Water
Praject and capital lease abligations.
{4) Midpoint of 4% and 4.86%. ( 4.425% = (4% + 4.85% )/ 2.

2006 Annual Form 10K



TESI-SEWER EXHIBIT NO. 1
Schedule PMA-S
Page 4 of 9

Total Enviranmental Solutions, Inc. - Treasure Lake Sewer Divisicn

Calculation of the Composite Cost Rate of Long-Term Bebt Quistanding
for Aqua America, Inc.

Actual for the Fiscal Year 2005

Effective Composite
Amount Cost Annualized Interest
Series Qutstanding Rate {1} Cost Rate
{$ 000s) {$ 000s)
Interest Rate Range
0.00% to 2.49% 3 25,740 1.25% (2) & 322
2.50% lo 2.99% 25,272 2.75% (2) 695
3.00% to 3.49% 17,220 3.25% (2) 560
3.50% to 3.99% 6,073 375% (2) 228
4,00% to 4.99% 30,645 4.50% {2) 1,379
5.00% to 5.48% 262,496 5.25% (2) 13,781
5.50% to 5.99% 79,000 5.75% (2) 4,543
& 00% tn 6.49% 94,360 6.25% (2) 5,898
6.50% to 6.99% 22,000 B.75% (2) 1,485
7.00% to 7.49% 13,288 7.25% (2) 963
7 50% 10 7.99% 24778 7.75% (2) 1,920
8.00% to 8.49% 26,288 8.25% (2) 2,169
8.50% to B.99% 9,000 B.75% (2) 788
9.00% to 8.49% 46,101 9.25% (2) 4,264
9.50% 10 9.98% 38,738 9.75% (2) 3777
10.00% to 10.50% 8,000 10.25% {2} 615
Unsecured notes payable, 4.87%,
maluring in 2010 - 2023 135,000 4.87% 6,575
Unsecured notes payable, 5.95%, due
2023 through 2034 40,000 5.95% 2,380
Unsecured notes payable, 5.64%, due
2014 through 2021 20,000 5.64% 1,128
Unsecured notes payable, 5.54%, due
2013 through 2018~ 30,000 554% 1,662
Unsecured notes payable, 5.01%, due
2015 18,000 5.01% an2
Unsecured notes payable, 5.20%, due
2020 12,000 5.20% 624
Note payable, 6.05% maturing in 2006 -
2008 816 6.05% 49
Total Long-Term Debt $ 982815 $ 56707 5.77%

Notes: (1) Fiscal year ends December 31,
{2) Midpaint of respective interest rate ranges.

Source of information: 2006 Annual Form 10K



TESI-SEWER EXHIBIT NO 1
Schedule PMA-6

Page 56f 9
Total Environmental Solutions, Inc. - Treasute | ake Sewer Division
Calculation of the Composite Cost Rate of Long-Term Debt Quistanding
for Artesian Resources Corporation
Aciual for the Fiscal Year 2006
Effective Composite
Amount Cost Annualized In{erest
Series Qutstanding Rate (1) Cost Rate
{8 000s) (% 000s)
First morigage bonds
Series O, 8.17%, due December 29, 2020 g 20,000 8.17% $ 1,634
Series P, 5.58%, due January 31, 2018 25,000 6.58% 1,645
Series Q, 4.75%, due December 1, 2043 15,400 4.15% 732
Series R, 5.96%, due December 31, 2028 25,000 5.96% 1,480
State revolving fund [oans
4.48%, due August 1, 2021 3,558 4.48% 159
3.57%, due Septermber 1, 2023 1,319 3.57% ar
3.64%, due may 1, 2024 2,106 3.64% 77
Total Long-Term Debt $ 92,383 $ 5784 6.26%

Notes: (1)} Fiscal year ends December 31,

Source of Information: 2006 Annual Form 10K



TESI-SEWER EXHIBIT NO 1

Schedule PMA-6
Page 6 of 9
Total Environmental Solutl Ing. - I ki wer Divisi
Calculation of the Composite Cost Rate of Long-Term Deb) Oulstanding
for Califomia Water Service Groug
Agtual tor the Fiscal Year 2006
Effective Compasite
Amount Cost Annualized Interess
Seiiss Quistanding Rate {1} Cost Rate
(5 000s) (5 000s)

Firsi Mongage Bonds

8§ BE6% Series J, due 2023 s 3,400 8 86% $ 301

6 94% Series B, due 2012 4,300 6 94% 298

9 86 Series CC, due 202G 18,000 9 66% 1,775
Senior Notes

7.28% Senes A, due 2025 20,000 7.28% 1,456

8.77% Series B, due 2028 20,000 B.77% 1,354

B.15% Series C, due 2030 20,000 8 15% 1,630

7 13% Series D, due 2033 20,000 7.13% 1,426

7 11% Series E, due 2032 20,000 T11% 1,422

5.90% Series F, due 2017 20,000 5.39% 1.078

5.29% Series G, due 2022 20,000 5.20% 1,058

5 29% Series H, due 2022 20,000 529% 1,058

5 54% Series |, dua 2023 10,000 5.54% 554

5 44% Series J, dua 2018 10,000 5 44% 544

4,56% Searies K. due 2010 10,000 4.58% 458

5 48% Series L, due 2018 10,000 5 48% 548

5 52% Serias M, dus 2013 20,000 5 52% 1,104

5 55% Series N, due 2013 20,000 5.50% 1,100

5.02% Series O, due 2031 20,000 6.02% 1,204
Catifornia Department of Water Resources Loans - 30% to
8.0%, due 2008-2032 2,428 5.50% (2) 134
Other long-term debt 5,464 642% (3) 351

283,592 $ 18,853 6,42%

MNotes: (1) Fiscal year ends December 31 .
{2) Midpolnt of 3.0% and 8 0%, {550% = (3 0% +B8.0%)/2)
[3) Assumed equal to the composite debt tost rala of all debt excluding other long-lerm
debt al Decembar 31, 2008

Source of information: 2066 Annual Form 10K
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TESI-SEWER EXHIBIT NO 1

Schedule PMA-6
Page 7ol 9
Total Enviropmenta] Solutions, Inc. - Treasure Lake Sewer Division
Calculation of the Composite Cost Rate of Long-Term Debt Qutstanding
Connecticut Water Service, Inc
Actvel for the Fisca) Year 2006
Effective Composile
Amount Cost Annualized Interest
Seres Ouistanding Rate [1) Cosl Rate
(3 000s) (S hOOs)
Unsecured Water Facililies Revenue Bonds
5 05% 1998 Series A, due 2028 s 9,640 5.050% % s 487
5.125% 1998 Series B, due 2028 7.635 5.125% 39
4 40% 2003A Series, due 2020 8,000 4.400% 352
5 00% 20030 Series, dug 2022 14,930 5.000% 747
Var 2004 Variable Rate, dve 2029 12,500 3.730% (2) 466
Var 2004 Series A, due 2028 5,000 4 720% (3) 236
Var 2004 Series B, due 2028 4,550 4.720% (3) 215
5 00% 2005 A Saries, due 2040 15,060 5 000% 750
Chester Really
Regulaied Secured
5 45% Westbank, due 2017 83 5.450% 5
Total Long-Term Deby 5 77,354 $ 3,649 4.72%

Maoles: {1} Fiscal year ends December 31
{2) Fixed interest rate per an interesl rate swap agreement,
{3) Assumed equat to the composite debt cost rale of all debt excluding variable rate debt at

December 31, 2006

Source of Informalion: 2006 Annual Form 10K




TESI-SEWER EXHIBIT NO. 1
Schedule PMA-6

Page 8 of 9
Total Environmental Splutions, Inc. - Treasure Lake Sewer Division
Calculation of the Composite Cost Rate of Long-Term Debl Quistanding
for Southwest Water Company
Actua! for the Fiscal Year 2008
Effective Composite
Amount Cost Annualized Interest
Series Outstanding Rate (1) Cost Rate
{$ 000s) (% 000s)
$1060 miflion revelving credit facility $ 52,000 6.56% (2} § 3,411
6.85% canvertible subordinated debenlures due .
2021 12,060 6.85% 826
Term Leans:
Manarch Ulllities, Inc.
7.37% fixed rale term loan due 2022 11,229 7.37% B28
5.77% fixed rate term loan due 2022 772 577% 45
6.10% fixed rate term loan due 2022 20,000 6.10% 1,220
Firs! Morigage Bonds:
Suburban Water Systems:
9.09% series B first morigage bond due 2022 8,000 8.09% 727
5.64% series D first morigage bond due 2024 15,000 5.64% 846
5.30% series E first monigage bond due 2026 10,000 6.30% 630
New Mexico Ulilities, Inc.:
&.10% series C First marigage bond dug 2024 12,000 B.10% 732
Economic Development Revenue Sonds:
ECO Resources, Inc.
5.5% series 1998A due 2008 220 5.50% 12
6.0% series 1998A due 2018 1,810 6.00% 109
Acquisition-related indebledness and other 709 6.56% (2) 47
Total Long-Term Debt $ 143,800 3 9,433 6.56%

Notes: (1) Fiscal year ends September 30.
(2) Assumed equal to the composite debt cost rate of all debt excluding the $100 million

revolving credit facility and acquisilion-related indebtedness and other.

Saurce of Infarmation: 2006 Annual Form 10K



TESI-SEWER EXHIBIT NO. 1

Schedule PMA-B
Page 9 of 8

Total Envirgnmental Solutions, Inc. - Treasure Lake Sewer Divisipn

Calculation of the Composite Cost Rate of Long-Term Debt Quistanding
for York Water Company
Actual for the Fiscal Year 2006

Effective Composite
Amount Cost Annualized Interest
Series Cuistanding Rate (1) Cost Rate
(5 000s) {$ 000s)
3.6% Industrial Development Authority Revenue
Refunding Bonds, Series 1994, due 2009 $ 2,700 3.60% % s a7
3.75% Industrial Development Authorily Revenue -
Refunding Bonds, Series 1995, due 2010 4,300 3.75% 161
4.05% Pennsylvania Economic Development
Financing Authority Exempt Facilities Revenus 2,350 4.05% 95
5.0%Pennsylvania Economic Developmeant
Financing Authority Exempt Fagcilities Revenue 4,950 5.00% 248
10.17% Senior Notes, Series A, due 2019 6,000 10.17% 810
9.6% Senior Notes, Series B, due 2019 5,000 9.60% 480
1.0% Pennvest Loap, duse 2019 535 1.00% 5
10.05% Senior Note, Series C, due 2020 6,500 10.05% 653
8.43% Senior Notes, Series D, dua 2022 7,500 8.43% 632
Variable Rate Pennsylvania Economic
Development Financing Authority Exempt Facilities
Revenue Bonds, Series B, due 2029 12,000 3.16% (2) 79
4.75% Industrial Development Autherity Revenue
Bonds, Series 2006, due 2036 10,500 4.75% 498
Total Lang-Term Debt 3 62,335 3 3,859 £.19%

Notes:

Source of Information:

{1) Fiscal year ends December 31,
(2) Fixed interest rate per an interest rate swap agreement.

2006 Annual Fotm 10K




Line No.

Notes:

TESI-SEWER EXHIBIT NO. 1
Schedule PMA-7

Total Environmental Solutions, Inc. - Treasure Lake Sewer Division
Hypathetical Example of the inadequacy of
A DCF Return Rate Related to Book Value
When Market Value is Greater / Less than Book Value

1 2 3
Book Value with Book Value with
Market to Book Market to Book
Market Value Ratio of 180% Ratioof 80%

Per Share $ 24.00 $ 1333 $ 3000
DCF Cost Rate (1) 10.00% 10.00% 10.00%
Return in Dollars $ 2.400 $  1.333 $§ 3.000
Dividends (2) $ 0.840 $ 0.840 $ 0840
Growth in Dollars 3 1.560 $ 0.493 $ 2160
Return on Market Value 10.00% 5.55% {3) 12.50% (4}

Rate of Growth on Market Value 6.50% (5) 2.05% (6) 9.00% (7}

(1) Comprised of 3.5% dividend yieid and 6.5% growth.

{2} $24.00" 3.5

% yield = $0.840.

(3) $1.333/$24.00 market value = 5.55%.

(4) $3.000/ $24.00 rarket value = 12.50%.

{5} Expected rate of growth per market based DCF model.

{8) Actual rate of growth when DCF cost rate is applied to book value ($1.333 possible earnings - $0.840

dividends =

$0.483 for growth / $24.00 market value = 2.05%).

(7) Actual rate of growth when DCF cost rate is applied to haok value ($3.000 possible earnings - $0.840

dividends =

$2.160 for growth / $24.00 market value = 5.00%).
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the Proxy Group & St AUS ULkty Repans Watar Compenies and the

Eroxy Giroup of Four Valug Ling (Styndard Edilion) Waler Compsnlay
I { ond Proj d G ) A% ang BR+
1 3 3 4 g
Dividend Indicaled
Avaraga Growih Adpsiad Comman
Dividend Cempanaent Dividend Growth Equnty Cost
Yisld (1) (@ Yiaiel (3} Rate (5} Rats {5}
Froxy Group of Six AUS UtiLty
Ropois Watar Campanies
&marzan Stales Water Co Z84 % 608 % zgz % 533 % 225 %
Agu3a Amencea, Inc 244 LR 1] Z54 78 1035
Anesian Resources Comp 366 009 s 512 888
Calfomis Waler Service Group azs 0oy 335 420 755
Connecbout Water Sarvice Inc 36 013 ire 724 1o
York Water Co 314 oo 323 5.92 92.15
Average 3T % 0.09 % 328 % 584 % 9.51 % (&)
Proxy Group of Four Vakue Lina
(Stanyard Editoni Watar
Combanias
American States Water Co 284 % 008 % 292 % 533 % B25 %
AGua America, Inc 244 o 254 7B 10 3%
Califorra Waler Servico Group 328 oo7 335 420 785
Southwast Waler Company 2.07 0.10 217 10.19 12.27
Avarage 266 H a08 % 275 % 865 % 5,30 % {8)
Based upan Projpcied Growth in EPS
1 H 1 4 H
Dividend indicaied
Avarage Growth Adjusted Common
Dividang Component Dividend Growth Equily Cosl
Yield {1} i2) Yield (3} _Rawos) Rale {5}
Pioxy Graup of Stx AUS Ulility
Repons Water Companles
Ametican Slates Water Co 284 % 010 % 284 % o0 % 98¢ %
Aqua America, Inc 244 on 255 813 1168
Artasian Resources Com 366 oce 75 500 8.78
Califoenia Water Sarvica Group 328 012 340 7459 1088
Connecucul Water Service Inc. -] 027 380 1500 18 80
York Water Go 314 011 3.28 7.00 10.2%
Avarage 3.57 % 013 % 330 % 845 % 3.98 % (8)
Proxy Group ¢ Four Value Line
(Stendard Edilicn) Watar
Companias
American Slates Waler Co 264 % oM % 2% % To0 % 394 %
Aqua Amenca, int 244 oH 255 213 1168
California Watesr Sarvice Group 328 012 340 759 1089
Southwest Water Company 2.07 0.4 2.21 13.25 15.48
Averaga 268 % 0.12 % 2,78 % 0.24 % 10.47 % {8)
— L.
Candusion

g

Proxy Group of Six AUS Uty

Raports Water Companies
indicated DCF Cost Rate

Conservalva hnancial sk
adjus'mant to ralleci tha
sppiication of a market based
cost &f Common dquily toa
bivak valug common egulty ratia
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TESI-SEWER EXHIBIT NO. 1
Schedule PMA-8
Page 2 of 7

Total Environmental Solutions, tnc. — Treasure Lake Sewer Division
Indicated Common Equity Cost Rate Through Use of the
Single Stage Discounted Casi Flow Modei for
The Proxy Group of Six AUS Utility Reports Water Companies and the
Proxy Group of Four Value Line (Standard Edition) Water Companies

Notes:
{1) From Schedule PMA-9 of this Exhibit.

{2) This reflects a growth rate component equal to one-half the conclusion of
growth rate {from page 1 of Schedule PMA-11} x Column 1 to refiect the
periodic payment of dividends (Gordon Modef) as opposed to the continuous
payment. Thus, for American States Water Co. 2.84% x [ ¥: % 5.33% ) =

0.08%.
(3} Column 1+ Column 2.
{4} From page 1 of Schedule PMA-11 of this Exhibit.
(5} Column 3 & Column 4.

(6} Includes only those indicated common equity cost rates which are greater
than 7.95%, i.e., 200 basis points above the prospective yield on A rated
Moody's public utility bonds of 5.95% (from page 1 of Scheduls PMA-12) and
those indicated common equity cost rates which are less than 11.45%, i.e.,
550 basis poinis above the prospective vield on A rated Moody's public utility
bonds of 5.95% (from page 1 of Schedule PMA-12).

(7} Adjustment to reflect the added financial risk attributable to the application of
a market based cost of common equity to a book value common equity ratio
as made by the Pennsylvania Public Utility Commission (PaPUC) in Orders
re: Pennsylvania-American Water Company {(R-00016339) entered January
25, 2002, re: Pennsylvania-American Water Company (R-00038304) entered
January 16, 2004, re: Aqua Pennsylvania, Inc. (formerly Pennsylvania
Suburban Water Company} (R-00038805) entered August 5, 2004, and re:
PPL Electric Utilities Corp. (R-00049255) entered December 22, 2004.
Although adjustments of 87 basis points (0.87%) and 100 basis points
(1.00%}) to the DCF derived commeon equity cost rates of the proxy groups of
six AUS Utility Reports water companies and four Vaiue Line (Standard
Edition) water companies are indicated to be appropriate as derived below,
conservative adjustments of 60 basis points (60.0%) are being made
consistent with tne adjustments of between 60 and 76 basis paoints found
reasonable by the PaPUC in the above mentioned water and electric utility
dockets, respectively

The 8.76% and 9.89% DCF cost rates are relative to the average market
value common equity of the proxy group of six AUS Utility Reports water
companies and the proxy group of four Value Line (Standard Edition) water
companies, respectively. The cost of common equity for a company with
100% common equity must first be calculated as follows:

ky=ke=[{({Ko=liyp) *(1~1) " (MD o /ME}}-{(Ks=lsrp) *(1-1)"
MDSTD/&E())-{L(TEU)-S)*(f)WP{/MELﬂ] Ji-{lk=lsro) " (1=t) 7

For the proxy group of six AUS Utility Reports water companies:

8.84% =9.76%-[{(884%-6.05%) *(1-35%)*(30.97%/66.95% )}~
((8.84%-521% ) (1-35%)*(1.91%/66.95%))-((8.84%-6.11%)"*
(0.11%/66.95% }}]

For the proxy group of four Value Line (Standard Edition) water companies:



TESI-SEWER EXHIBIT NO. 1
Schedule PMA-8
Page 3 of 7

Total Environmental Solutions_Inc. — Treasure Lake Sewer Division
Indicated Common Equity Cost Rate Through Use of the
Single Stage Discounted Cash Flow Model for
The Proxy Group of Six AUS Utility Reports Water Companies and the
Proxy Group of Four Value Line (Standard Edition) Water Companies

8.97% = 9.89% - [{(8.97%-6.05% ) *(1-35%)*(30.87%/67.64% ) }-{
(8.97%-521%)*(1-35%) *(1.38%/67.64% )} — {{8.97%-6.11%)*
(0.11%/67.64% )} ]

Where: k. = cost of common equity for a firm with 100% common equity.
Ke = market determined cost of common equity, i.e., DCF cost
rate, 9.77% ( 7 water cos.} / 9.88% (4 water cos.}.
l.tp = cost rate of long-term debt, i.e,, 6.05%, the average of the
Nov. "07 ( 5.97% ), Dec. ‘07( 6.16% ) and Jan. ‘07( 6.02% )
yields on Moody's A rated public utility debt.

{ = tax rate, Le., 35%.
MD.1p = average long-term debt ratio based upon a market-

value capital structure, using the fair value of long-term debt
December 31, 2006 from pages 6 and 7 of this Schedule.

lsto = cost rate of short-term debt, i.e., 5.21%, the average of the
Nov. "07 { 5.52% ), Dec. '07 ( 5.67% ) and Jan, '07 ( 4.45% ) 3-
month Eurg-Dollar Deposit Rate as a proxy for the 3-month

LIBOR rate. .
MDgrn = average short-term debt ratio based upon a market-

value capital structure December 31, 2008, assuming short-lerm
debt has a markei-to-book ratio of 1.00, from pages & and 7 of

this Scheduie.
ME = average common equity ratio based upon a market-value

capital structure at February 8, 2008 from pages 6 and 7 of this

Schedule.
d = cost rate of preferred stock, i.e., 6.11%, the average of the

Nov. ‘07 ( 6.17% ), Dec. '07 { 6.20% ) and Jan. '07 { 5.97%)
yields on Moody's A rated public utility preferred stocks.

MP = average preferred stock ratio based upon a market-value
capital structure at December 31, 2006, assuming preferred
stock has a market-to-book ratio of 1.00, from pages 8 and 7 of

this Schedule.

From these "unlevered” costs of common equity, 8.84% (8 LDCs) and 8.97%
(6 water cos.), the cost of common equity using the average book value
capital structure ratios of the proxy groups can be derived as follows:

ke =Ke=[{{Ke=lrpp} (11} *(BDip/BE)}-{(ky—lso ) "(1-1)"(
BDsrp/BE) }—-{(ky~d)*(BP/BE)}]

FFor the proxy group of six AUS Utility Reports water companies:

10.76% = B.84% + [ {( 8.84% - 6.05% ) * ( 1 - 35% ) * (47.85% /48.90% ) } +
[{(884%-5.21%)*(1-35%)*(3.09%/48.90% )} + {(8.84% - 6.11% )
*(0.16%/48.90% ) } ]

TSUTS,;! 100 basis points ( 1.00% ) adjustment is indicated. 1.00% = 10.76%
-9.76%.

For the proxy group of four Value Line (Standard Edition) water companies:

10.76% =897% +[{(8.97%-6.05% ) "(1-35%) *(45.68%/51.76% )}
+({(897% -521%)*(1-35%)"(239%/51.76% )} +{(897% -
6.11% ) *(0.17% /51.76% } } ]

g%ugs;,%an 87 basis points { 0.87%) adjustment is indicated. 0.87% =10.76% -~



TESI-SEWER EXHIBIT NO. 1

Schedule PMA-8
Page 4 of 7

Total Environmental Solutions, Inc. — Treasure Lake Sewer Division
Indicated Common Equity Cost Rate Through Use of the
Single Stage Discounted Cash Flow Model for
The Proxy Group of Six AUS Utility Reports Water Companies and the
Proxy Group of Four Value Line (Standard Edition) Water Comparies

Where:

Source of Information:

k, = cost of common equity for a firm with 100% common equity.
ke = cost of common eguity based upon book value capital
structure ratios.

i,1o = cost rate of long-term debt, i.e., 6.05%, the average of the
Nov. '07 ( 6.97% ), Dec. '07( 6.16% ) and Jan. '07{ 6.02% )
yields on Moody's A rated public utility debt.

t = tax rate, i.e., 35%.

BDyrp = average long-term debt ratio based upon the carrying
value of long-term debt at December 31, 2006 from pages 6 and
7 of this Schedule.

Isro = cost rate of short-term debt, i.e., 5.21%, the average of the
Nov. '07 { 5.52% ), Dec. '07 { 5.67% ) and Jan. '07 ( 4.45% } 3-
month Euro-Dollar Deposit Rate as a proxy for the 3-month
LIBOR rate.

BDsm = average short-term debt ratio based upon the carrying
value of short-term debt at December 31, 2006 from pages 6
and 7 of this Schedule

BE = average common equily ratio based upon a book-value
capital structure at December 31, 20086, from pages 6 and 7 of
this Schedule.

d = cost rate of Ereferred stock, i.e., 6.11%, the average of the
Nov. '07 { 8.17% ), Dec. '07 { 6.20% } and Jan. '07 { 5.97%)
yields on Moody's A rated public utility preferred stocks.

BP = average preferred stock ratio based upon a book-value
capital structure at December 31, 2008, from pages 6 and 7 of
this Schedule.

Mergent Bond Record, February 2008, Vol. 75, No. 2

Federal Reserve Slatistical Release, Historical Series, February 11, 2008



TESLSEWER EXHIBIT NO 1
Schudule PRAG
Page S0f 7

Total Enm il igny, (nc - Treasure Luk iy
Capdal Sructure Based wpen Tolal Capital fof the
Proxy Group of S AUS Uity Reports Waler Companies

Al Dacermber 2008 {1}
Basod Upoa Marke Vaue of Commen
Basod Upen Baok Vakie Equity al February 8, 2008
Asmounl Guistancing Rets Amoun| Ouistsnciog  ____ Rates
(sma ) {smad )
Amencan Sualas Walst Company
Long-Terrn Oebt 5 268 44 45BI %N s 306 05 2%
Short:Teem Daty 21.00 st 21.00 235
Tods! Cabt 289 44 5050 327 0% 5T
Pratorrod Slock oD Q00 000 oDl
Common Equily 20173 49 50 5467.33 53.43
Totak EQuily 223.73 49.50 57,13 8343
Totat Capital S sy IOD%_'A 5 594.38 100.00 %
Agud Americh. tnc,
Long-Term Oent 3 982 82 4257 %4 H 965 49 2618 %
ShortTemm Dett 119,15 5.89 119.15 3.16
Total Cebl 1.101.97 54 46 1,105 64 M
Prplerred Stock Dop 060 000 (1]
Commea Equity 921,83 45.54 266108 7086
Tols Equity 521.83 45,54 2.651.96 7066
Tota) Capilal 5 2.023.60 100,00 % L] 3.767.60 100.00 %
e e —  ———————3
Artasian Resources Camp.
Long-Tarm DsblL 5 52238 5030 % s .72 BIL Y
Short-Tarm Debl 700 B8.02 9.90 4.13
Totai Gabl faz 28 §233 o1 62 42 44
Pralorred Stock Qoo 000 104 042
Commen Exquity 880 ne? 136.44 57.14
Total Equity 51,80 767 137.82 57.58
Tolal Capital 5 184.08 100.00 % 3 230,44 100.00 %
——
Cahfofnia Walsr Servica Graup
Lang-Temn Dabi 5 20359 4347 % H N7 3051 %
Short-Tarn Dabi - 0.0 - 0.0¢
Toiel Dabt 2V 59 4147 aur7e RUE
Prafarrad Slock 340 052 34B 033
Common Equity 378.39 56.01 720341 89,16
Tolal Equity J41.78 56.53 723,79 §949
Total Capiral § 75,37 103.00 % 5 1.04¢.56 10000 %
—
Consacheul Waler Service Inc,
Long-Term Dot 5 T7 35 43 % $ 358 2755 %
Shon-Term Dot 5.23 2.9) 525 1.64
Tolal Debl 8260 4607 08 23
Prefammed Slock GBT? 043 (30 027
Commaon Equily 95.94 $3.50 200.60 70.34
Tolat Equity 96.71 PR 201.45 1061
Tolal Capital 5 17831 100.00 % 5 2085.28 100.00 %




TESI-SEWER EXMIBITH
Schecule PMA-2
Page Gof 7

Tuial Enwrgrmental n: -7 i 4
Capital Skruciea Based vpon Te1al Capitsl for tha
Praxy Geoup of Six AUS UiZly Reports Waler Companies

Al r 1
Based Upan Market Vaius of Common
EBased Upen Book Vakus Equity ) Fabruary 2. 2002
Amaun) Chistanding Rabos Ameuni Qutstanding Ratos
{Smd ) {5 mil }
Yok \valer Company
Laong-Term Debi 5 62 34 M2 % $ 7000 205 %
Short. Term Debt - 0.00 - 0.00
Tot Debt 82 LLY. A oo 2005
Proferred Stack ooe ao0 (L] aoa
Comman Equity 85.38 51.18 170.97 10.95
Total Equaty 85,38 51.18 170.97 70.95
Toist Capus) H 12270 100.00 % 1] 240.97 10000 %
Proxy Graup of Six AUS Uiikty Rapons
VWaisr Companiss
Loag-Tarm Dabl AT 85 % 097 "
Shart.Taen Dedl .09 151
Total Detl 5094 nes
Prelered Slock 018 ei7
Commeon Eguity 48.5C £6.95
Tolal Equity 41.06 B7.12
Tolal Capital 100.00 % 10000 %
——————

{1) Capitel Structure Based upon Telal Capilal as of December 2006

Source of Informatian:
EDGAR Onfine’s I Meinix Oatadase
Standard & Poor's Compuslal Services, inc | PC Plus § Research Insighl Dala Basa

Company Annual Forma 10-K



TESKSEWER EXHIBIT NG 1
Scirede PMA-F
Pape T el?

Caphal Sructrs Based vpon Total Capital s e
Proxy Group of Four Vale Ling {Stantad Edtion) Wale Companies

& Dyeyrryer 706 (1)
Batved Upon Mk rt Value of Common
Baikd Upan Dok Vet Emd2y wl February 8, 2008
_pmemOummesng R AmuiOumungng __ Faves
t5mB § {3eal }
Ameiesn Siaies Waler Company
Leng-Teem Dot ] bR 168 % 3 308 05 M2 %
ShoTasm Cabt 1.0 3167 21.00 22%
Tolel Debl 8944 5055 s 36 57
Prefermad Stegk (-] -] ooa 300 aco
Cormman Equrty __ wn __#em 56133 54
Toiad Enuity 2373 49 30 55733 Bl 43
Totsd Capitat H] 523.12 100 00 % 3 $94.18 100 00 %
Agqua America. inc,
Lorg-Term Dobt 1 §aze2 LS N L LI 7818 %
SheteTerm Dbt 1815 589 115,43 ER )
Toisl Dabe X110 445 1,105 64 234
Pralerzad Slock -2 o L]0 b0l
Common Equity 221.8) 45,54 2.5681.96 70.66
Tolal Equiy 92153 4551 266198 10.66
Total Capal 3 2.023 50 100.00 % 3 376750 100.00 %
e
Selliomia Waler Service Groun
LongsYetm Debt H 29384 34T % 3 nr 05 %
Shor-Term Debt o.00 . 0.00
Total Debt 25359 347 nrTe wn
Prelened Stock 4 o 348 on
Commen Equity are 5604 720.11 £9.16
Totat Equity .1 56.53 723,719 5945
Talal Capial $ 67537 100.00 % H 1.041.55 100.00 %
—
Southwaxt Water Company
Long-Term Cebt 3 13005 4325 % 1 1la10 2R
Bhait-Termn Debt - a9.60 0.00 .00
Total Debt t3063 4283 13010 758
Prefymad Siock Qag 915 Q46 012
Cammon Egquity 184.07 $6.00 251.08 8732
Telal Equity 168,53 56.1% 26342 6144
Totul Cupilal 3 29057 10000 % 5 39952 100,00 %
Sl ) = w—
Pioxy Gioup of Four Vaiug Line (Siandard
Edbon) Yister Companies
Long-Term Dety 4568 % 08 %
Shor-Teem Debl 2.9 1.8
Tota Debt a0y 225
Pustyrrad Slock o on
Common Equlty 51.76 67.84
Tots Equity 41.9) E1.75
Tolal Cuplial 100.00 % 100.00 %
- ———

{1} Caplinl Structuie Baked upon Total Cegilal 21 of Dacambiar 2006

Beuice of (Alormakon:
EDGAR Onling's 1htetix Databaye
Slandasd & Poors Compusiat Services, ng , PC Pluy / Resrsrch insight Dats Buts
Company Annual Foima 10-K



TESI-SEWER EXHIBIT NO. 1
Schedule PMA-9

Total Environmental Solutlons, Inc. - Treasute Lake Sewer Division
Derivation of Dividend Yield for Use in the
Discounted Cash Flow Mode|

Dividend Yield

Average
of Average
Spot Last2 Dividend
{2/8/2008) (1) Months (2) Yield (3)

Proxy Group of Six AUS Utilily Reporis
Water Companies
American Staies Water Co. 303 % 265 % 2.84 %
Aqua America, Inc. 2.50 2.38 244
Artesian Resources Corp. 3.66 365 3.66
California Water Service Group 3.36 3.20 .28
Connecticut Water Service Inc. 362 3.64 3.63
York Water Co. 3.18 3.10 3.14

Average 3.23 % 3.10 % 347 %
Proxy Group of Four Value Line
(Standard Edition) Water Companies
American States Water Co. 3.03 % 2.85 % 2.84 %
Aqua America, Inc. 2.50 2.38 2.44
California Water Service Group 3.36 319 3.28
Southwest Water Company 2.18 1.598 207

Avarage 276 % 2.55 % 2.66 %

Notes: {1) The spot dividend yield is the current annualized dividend per

share divided by the spot market price on 2/8/08.

(2) The average 3-month dividend yield was computed by reiating
the indicated annualized dividend rate and market price on the
last trading day of each of the three months ended January 31,
2008.

(3) Equal weight has been given to the 3-month average and spot
dividend yield. This provides recognition of current conditions,
but does not place undue emphasis theraon.

Source of Information: EDGAR Online's I-Metrix Database
Report Date: 2/11/2008




TESI-SEWER EXHIBIT NO 1
Schedule PMA-10

Total Environmental Solutions, Inc. - Treasure Lake Sewer Division
Current Institutional Holdings (1) and Individual Holdings (2) for
the Proxy Group of Six AUS Ulility Reporis Water Companies,
the Proxy Group of Four Value Line (Standard Edition) Water Companies

1 2
February 2008 February 2008
Percentage of Percentage of

Institutional Individual
Holdings Holdings (1)

Proxy Group of Six AUS Utility
Repors Water Companies

American States Water Co. 61.13 38.87 %
Aqua America 43.47 56.53
Artesian Resources Corp. 14.72 85.28
California Water Service Group 51.66 48.34
Connecticut Water Service Inc. 23.09 76.91
York Water Co. 14.63 85.37
Average 34.78 % 85.22 %
Proxy Group of Four Value Line
(Standard Edition )Water
Companies
American States Water Co. 61.13 % 38.87 %
Agua America 43.47 56.53
California Water Service Group 51.66 48.34
Southwest Water Company 48.45 51.55
Average 2118 % 48.82 %
Notes: (1) (1-calumn 1).

Source of Information: today.reuters.com, updated February 11, 2008



Iglel En ) Sotul I, - ute Lake Sewe,
estorcst and Procted Growdh
X 2 3 4 EH & I ] ] 12 n 11 JE
Avribge of
. Averags Mitpoiyt and
Five Yeor Vawe Line Projected 2003 Revlers Mean Censensus Projecied Fhve Projrcied Five Avetone af ol
Value Line Hslofcal Five Histancal BR 05 10 2009-"1 4 Growth Rate Prujecied Five Year Year Growlh ¥ear @R + BV Rangs o) Giowih Rates Average of B Growin Anes
Year Growlh Rate (1) . &SV 11 Growih Rals Rale ) EPS (3} (4} low Hign Midpoml Giowih Flates 19]
No. af
[+ 1] EPS OPS EPS EPS Est.
Proxy Group of SIXx AUS Wity
Repents Waler Compames
Ameancan Stales Waler Co. 180 % (0.50) % 436 % 450 % 1000 % 400 &1 100 % 705 % 100 % (B 1000 % (H) 350 % 5.5 % 52 %
Aqua America, Inc, T.00 [.%:)] 7.00 .50 7.50 1075 141 913 465 4,68 1075 T 1950 1.0
Artesian Rescurces Comp 178 {5 634 {5) 570 NA NA 5.00 1 $.00 NA 38 8.3 505 520 513
Collomiz Waler Service Group 0.50 250 4.9¢ t.aa .50 7.67 ) 1.58 604 .50 187 0% 4.30 420
Conneclitn Waler Sanaca Ine. 100 .50 3.45 MA A 15.00 m 15.00 Na 100 18y 500 (B 4.00 648 @) M
York Whler Co. 524 {0 648 (5 41 NA NA 2.0 i 7.00 NA 4.73 100 587 5,08 3,02
Avernge 3.08 % 583 % (@) 517 % 500 % 533 % B.24 % 345 % 592 % 2.61 % 9.46 % 604 % 583 % 594 %
Proxy Group of Four Value Ling
iSisndard Edition] Water Companies
Amencan Sieles Witer Co. 100 % {0.501 % 4.3 % 450 % 1000 % 400 % 111 1B % T.05 % 100 %[ 1000 % (& 550 % 515 % (B 53 %
AQua Ameries, Inc, 100 8.00 7.0 9.50 7.50 10.75 41 . .13 4166 466 wrs kAL T.60 1.51
Calfarma YWater Service Group LE-] .50 4.9 1.0 150 787 [ 7.59 604 Q.50 187 409 430 430
Seulhwasl Walsl Company 9.00 (2.50} 11.82 7.50 14.00 12.50 120 1325 8.08 D5 [ 1400 @ 1003 10188 1010
Average £38 % 5.§ % (0 7.2; L] 583 % 75 % 573 % 824 % 585 % 305 % 1061 % 551 % 8.8 % 5.06_%

Notes: {1} As shown on peges B through 13 of this Schaduw. Histoncal growih rales gre fve-yeaf compound growih rates.
{0 From page 2 of this Schedube.
{31 Aversga of Columns 5 and 6.
{4} From page 8 of iy Scheduis.
{5) Cwculaied using ihy sacwe ns Vatua Una Sarvey, vo., Thive-yEst D230 Redbds ending 2006,
(8) Avernge of Coknming 1, 2,3, 4, 5,8, a=mi 8,
(N Frem Cowymn 7,
O Excludes negatives.
{9) Average of Colymmy 11 end Column 12

Source of infc Bon:  Valua Line b me | Suivey. January 25, K03
SIOCKE, U Wirfars. cOM, February 11, 2008
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TESI-SEWER EXHIBIT NO. }
Schedule PMA-11
Page 20f 13

Total Environmental Solutions, Inc. - Treasure Lake Sewer Division
Calculation of Historical BR + SV

1 2 3 4 5
s vV BR +
BR (1) Factor (2) Factor (3) sV (4) SV (5)
Proxy Group of Six AUS Ulility Reports
Water Companies
American States Water Co. 318 % 250 % 4713 % 1.18 % 436 %
Aqua America, Inc. 5.11 402 69.46 279 7.90
Artesian Resources Corp. 273 6.24 47.59 2.97 5.70
California Water Service Group 1.49 6.49 52.58 341 490
Connecticul Water Service Inc. 2.52 1.58 58.76 0.93 3.45
York Water Co. 2.40 3.48 66.82 2.33 4.73
Average 291 % 4.05 % 57.08 % 2.27 % 517 %
Proxy Group of Four Value Line
{Standard Edition) Water Companies
American States Water Co. 3.18 % 2.50 % 47.13 % 1.18 % 436 %
Aqua America, Inc. 511 4.02 69.46 2.79 7.80
California Water Service Group 1.49 648 52.58 341 4.50
Southwest Water Company 3.83 15.18 53.29 §.09 11,92
Average 3.40 % 7.05 % 55.62 % 387 % 727 %
S=——=—rmma —— E ————

Notes: (1)} From column 6, page 3 of this Schedule.
{2} From column 12, page 4 of this Schedule.
{3) From column 7, page 5 of this Schedule.
(4} Column 2 * column 3.
{5} Column 1+ column 4.




Proxy Group of Slx AUS Utllty
Recorts Wator Companies
Amaficgn States Water Co.
Common Eguily Relum Rale
Retenton Rauo

Inlemal Growth Rate (1)

Agqua Amenca, Inc.

Common Equily Retum Rale
Releniion Ratio

Inlemal Growih Rale (1)

Ariesian Rasources Com.

Common Equity Retun Rata
Ratanton Ratio
Intgmal Growth Rete (1)

Californie Yater Servica Group

Coemmon Equily Relum Rate
Relenlion Ratio
inlemal Growih Rale {1)

Connecticut Waler Sarvice Ing,
Common Equtity Retum Rata
Retention Ralio

Intemnal Grewin Rale (1)

York Water Co.

Commen Equily Relum Rate
Retanbon Ralio

Intemnal Growlh Rate (1)

Avorage

Proxy Group of Four Valua Lina

(Standard Edilion} Water Companles

Amencan Siates Water Co.
Cemmon Equity Relum Rala
Ratenlion Ratio

Inlermat Growth Rale {1}

Agqua America, Inc.
Common Equity Retum Rale
Relentlon Ratio

intemal Growth Rale {1}

Califomia Water Sandcs Group
Commaon Equity Relum Rate
Retenton Ralio

Inlemal Growtn Rata (1)

Southwest Waler Company

Common Equity Relum Rete
Relentcn Ratio
Infernal Growth Rats (1)

Average

tal irgnmentat Solatigns, Ing, - Tr:
Histoncal intemal Growlh Rate (1), 1. BR, for

ak;

vision

Iha Proxy Growp of Six AUS Utility Reports Waler Companlas, the
Proxy Group of Four Value Line (Standard Edition} Witer Companias

for e ¥
1 2
2006 2005
243 % 1028
3240 43 59
271 452
061 % 169
883 4380
382 513
1015 % 883
388z 3106
394 278
756 % 931
1421 258
1o7 240
702 % T84
(918) 498
{0 36) 3%
10862 % 1485
2087 2470
22 283
B43 % 1038
3240 4359
273 452
1061 % 1169
3683 4380
392 513
756 % 831
1821 2581
107 240
589 % 538
46 26 42 00
277 228

799
2517
M

1139
42.75
487

aie
2580
21

972
2297
22

1093
2002
317

12.17
2588
318

789
2517
2m

1139
4275
487

a72
2207
223

440
2188
514

rs

559 %
(1298)
073

1230 %
4361
536

741 %
1924
143

868 %
-]
o076

N2 %
2882
324

1166 %
2104
245

559 %
(12 58}
073)

1230 %
43861
536

868 %
879
076

1020 %
6423
855

TESI.SEWER EXHIBIT NO 1
Schedule PMA-11

Pa|

tn

2003

983 %
3504
Jd4

1302 %
4522
529

967 %
34 65
338

956 %
1013
097

1160 %
2820
27

1037 %
1232
128

983 %
I504
344

1392 %
4522
529

956 %
1013
os?

1032 %
6402
861

ged ol 13

&

Five-Yaar
Aversge
2002-2006
Intemat Growth

Ralp, ia, BR

318 % (2)

511

273

149

252 (2)

2.49

291 %

318 % (2}

N

149

383

3.40 %

Notes: (1) The intemai growth rate is caltulated by mulllplying the common equity ratum rate by the

relpntion ralle [ 10D% minus the dradand payoul ralic)  Afl dala are on o consohdaled
.- 133

{2) Excludes negaiives

Source of Informalion:  Standard & Poor's Compusat Sarvices, Inc . PC Plus / Regearch Insight Dalabacse



Tolal Enwonmental Solutions, Inc. - Treasura Lake Sewer Divwsion

tculation gf Five Year Average re i
1 2 2 4 g § I 8 2 1 1 3
Five Yoar
2001 2002 2003 2004 2005 2006 Avorago
Common Common Common Comman Common Common Commaon
Shares 0102 Shares 0203 Shares 03-04 Shares 04.05 Shares 0508 Shanes Share
Outstanding (1) Growth Cutstanding (1) Growih Qutsianding (1} Growdy Oulstending {1} _Grewlh_  OQuislonding(1] _ Growih =~ Owidandngfly _ OGrowth
Proxy Group of Six AUS Ulikly
Reports YVater anies
Amancan States Waler Co. 15.420 0.40 % 15,181 0320 % 15.212 10,42 % 16.752 027 % 16.798 149 % 17.049 250 %
Aqua Amenca, Inc. 13977 (0.69) 113.185 .06 123.452 102 127.189 141 126 968 60 132.325 402 (2
Anesian Rosoweas Conm, 4,590 26.23 5784 1.00 5852 1.40 5934 1.47 6O21 1.08 & 086 §.24
Califorrwa Water Service Group 15.182 000 15,182 11.53 16.932 B.4B 18367 0.13 18 390 1233 20857 6,48
Cannecticul Water Service Inc. 7.649 3.80 7.940 .34 7.867 0.8% 8035 .66 8170 1.23 8.270 1.58
York Watar Co, 9,462 0.50 9.547 086 9.629 729 1030 067 10.400 7.70 11200 3.48
Averago 405 %
Proxy Group of Four. Valua Line
{Standard Edition} Water Companies
Amertcan States Water Co. 15.120 0.40 % 15.18% 0.20 % 15272 1012 % 16.752 0.27 % 16.788 149 % 17.049 2.50 %
Aqua America, Inc. 112,977 {0.689) 113,195 9.06 123,452 3.02 127.180 1.41 128.969 2.60 132.225 402 {2)
Califorrua Water Servics Group 15.182 0.00 15182 11.53 16.832 B.4B 18.367 0.13 18,390 1233 20857 5,49
Southwesl Water Compary 14,174 6N 13.562 16.38 16.173 2592 20.365 175 21,129 12,65 23802 15.18 (2
Average 7.05 %

Notes: {1) Year-ond sharas outslanding,
(2) Extludas negaiives.

Source of Information;  Standard & Peor's Compustat Servicas, Inc., PC Pius / Rosearcn Inuight Dalzbase
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Total Environmental Solutions, Inc. - Treasure Lake Sewer Divisicn
Cateulation of the Premium/Discount of a
Company's Slock Price Relative to ils Book Value, ie., V Faclor

1 2 3 4 3 ] I
2002 2003 2004 20056 2008 Five Year
Markel Market Market Market Market Average
o Book o Book o Book 1o Book lo Book Market o \'
Ratio (1) Ratio {1) Ralio {1} Ratio {1) Raltio (1) Book Ratig Faclor {2}
Proxy Group of Six AUS Ulility
Reports Water Companies
American Stales Water Co. 180.60 % 180.32 % 164.33 % 191.52 % 228.93 % 189.14 % 47,13 %
Aqua America, Inc. 289.79 295.63 291.42 383.81 376.47 327 .42 (9.46
Artesian Resources Corp. 162.05 184.47 192.85 21112 20362 190.82 47.59
California Waler Service Group 181.57 199.83 212.55 231.58 228,96 210.90 52.58
Connecticul Water Service Inc. 266.17 265.03 250.50 223.07 207.66 242.49 58.76
Yark Water Co. 281.50 286.90 287.48 I 339.98 301.37 66.82
Average 243.69 % 57.06 %
Praxy Group of Four Value Line
{Standard Edition) Water Companies
American States Water Co. 180.60 % 180.32 % 164.33 % 191.52 % 228.93 % 189.14 % 4713 %
Aqua America, [nc. 289.79 285.63 291.42 383.81 376.47 327.42 69.48
California Water Service Group 181.57 199.83 212.55 23158 228.96 210.90 52.58
Southwest Water Company 240.34 206.16 22248 185.84 21562 214.09 53.29
Average 235.39 % 55.62 %
L] p——NT
o
o &
x4
g
Notes: (1) Market to Book Ratio = average of yearly high-low market price divided by the average of beginning and 2a
ending year's balance of book common equily per share, ; g
(2) (1-(100 { column 6)). by
L}
—

Source of Information:  Standard & Poor's Compusiat Services, Inc., PC Plus / Reseacch Insight Dalabase
EDGAR Online's |-Metrix Database
Company Annual Forms 10-K
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Total Envirenmental Solutions, ing. - Treasure Lake Sewer Division
Calculation of Pojected BR + SV

1 2 3 4 5 g 1 8 E] 10 u
Common Shares
Outstanding {1}
£000,000) Projected 2010 - 2012 (1)
High Low Average
Actual Projected 5 Stock Stock Book Stock v
2006 2010-2012 Factor (2} Price Price Value Price (3) Factor (4} SV (5} BR ({6} BR + 5V (7))

Proxy Group of Six AUS Ulility
Reperts Waler Companies
American Slates Waler Co. 17.05 19.00 218 % $55.00 $35.00 $19.10 $45.00 57.56 % 126 % 579 % 7.05 %
Aqua Amenca, fnc. 13232 140,00 1.13 30.00 20,00 9.30 2500 62,80 o.M 395 4.66
Artesian Resources Corp. NA NA NA NA NA NA NA NA NA NA NA
Calilomia Water Sennce Group 20,66 22.50 1.72 55,00 25.00 20.50 45,00 54,44 0.94 5.10 5.04
Connecticul Water Service Inc. 827 NA NA NA NA NA NA NA NA NA NA
York Walet Co, 11.20 NA NA NA NA NA NA NA NA NA NA

Average 1,68 % 56.27 % 0.97 % 495 % 5.92 %
Praxy Group of Four Vaiue Line
{Slandard Edilion} Waler
American States Water Co, 17.05 19.00 219 % $55.00 $35.00 $19.10 $45.00 5756 % 1.26 % 5.7% % 7.05 %
Aqua Amerca, Ine. 432,33 140.00 1,13 30.00 20.00 9.30 25.00 €2.80 a.71 3.95 4.66
Callfernia Water Service Group 20,66 22.50 1.72 55.00 35.00 20.50 45.00 54.44 0.94 .10 6.04
Southwest Water Company 2380 30.00 4.74 20.00 14.00 10.50 17.00 3824 1.81 4.24 6.05

Average 245 % 5326 % 1.18 % 4,77 % 5,95 %

NA = Nat Avallable

Notes: (i) From pages 8 through 13 of ihis Schedule, E E-,D
(2) The S Facier is the six or five year compound growth rate between the 2006 and 2011 (mid-poird of 2010 0o

2012 projection) common shares eulstanding. @ 3

{3) The Average Stock Price is the average of column 4 and calumn 5. @ c

(4 (1 - {column 6/ column 7)) 1=

(5) Column 3 * column B. ]

{6) From page 7. cohemn 14 of this Schedule. wZ

{7) Column 8 +column 10. r

L

—

Source of Information: Vate Line Invesiment Survey, January 25, 2008
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121 Ervew ! =Yirasie Lok
4en
1 3 ) H § I ® ? N H 2 I i
2006 2010,2012 2018:3012
Annwal
Cammon Relun on
Comman Common Conunan Totsl Common Equr AOE Reluth on Aveae Provected
Equiy Equiy Eauty Captat Equiy Growth Adrtmant Common Camnen RAeenbion Intemal
debivi__ - _(S{1p it 23, 1% 3 Pty 1} H Rate [4] Facior (5] Equey i) Equty [0} EP3{}  DPSyY} Rea[7) Giwwen (B
Proxy Goup of Sir AUS Uiy
fepons Water Companies
Amencan Blslns Water Co. 5140 % 128152 5000 % 12500 bl r ] 504 % ver % 1200 % 1234 % nw L1RE) AT N 5w
Aque Airerica, Ine, 4340 221,72 4300 .550.00 124950 [ >4 103 nig 188 108 a0 B3 B H 95
Artgugn Resourcay Corp. Ha NA NA HA Ha HA NA A HA HA HA HA HA
Catlormi Waler Garvee 55.80 1455 5100 0000 459.00 418 1.02 oo nn 0 " 43 4% ER L
Connectiar Walsr Sarvica tne. HA HA N, NA HA NA NA A HA, A A NA NA
Vor Water Co, A HA NA HA Ha, NA NA HNA A HA A HA HA
Avarage 493 %
Proony Group ol Fow Velys Lina
{Standsed Eddion) Walet Companies,
Amarican Eloley Wates o, 5140 % 55080 $221.52 $0.00 % 1125 00 336250 504 % 102 % 1200 % 1224 % 1.0 B arn s 5w
Aqua Amenich, ine. 640 1,904.40 1N 900 2,550 00 1,241 50 a7 1.03 .50 nes 108 oM n»n Jes
Cakipma Witter Synvica Grove 35.80 &70.10 ITASY 51.00 90¢.00 400 415 L tl.oo nR m 120 " L1
Soutverasl Waler Comnpany 56.30 29520 160.20 8 50 560 D0 ey T4 13- .00 Tar pro 20 5114 A2
Aversge LR
A ® o) Avatiatie

Hoter: {1) Frorh pages § 100000 13 of thin Bchedubs,
(2) Cetuon 1 ® cohwrnt 7.
{3 Calurn 4 " cokarn 5.
(41 Firm yead covmptnand grawth rate in common xqully from 2000 ko 2010-2012 o ((({cokema 6 1 cokamn 1) # (WE)) - 1))
{5) 2°((1 cobimn 7Y {2 * colrmn T3 .
[8) Column @ colamn §.
N1« fcolurmn 124 ol 1)
(21 Cowmn 43 * cokmn 13

Bourca of lnformation.  Valry Line imveatment Surver, January 73, 2000
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RECERT PIE infisg: 25-&) RELATVE g [}
AMER. STATES WATER vse.um [t 37.23 5m 21,6 Gasit) s 1. 365 2.7%
" . ign: 29[ 25 6] 43B[ 461
meess 3 e | M| 184 3] 951 RSR| W3] Ro| BI| Re| Bs| %3 63| e Torgal rice Range.
BAFETY 113 Ko 0 _LEGE;:;;‘:MW s . o
TECHNICAL 1 Fused 12504 . oo Dy e e T %
BETA 100 (100 Mahe i T N st S ! N i R S S R N S S O T 8
TOT-12 FROJECTIONS .| Do aroa bkcetas egzssion - @
Ana't Toltal, T L ‘J"J"' LU e ..
w Sy T s i i
e N 2
Insider Doclslons T 1]
MAM S JAS 0 [ el T ] . e .
uty 00 OO0 1 10O[N e e L ©
Gpax 002102204 i i - L1
i) DOD2102204 % JOT. RETURN 12/67
inslitutional Ontisions | il THE  VLAMTX
oy mnT 08| pereny 12 - - ey el
e 8 Hlme ¢ i R
Rexmay) 9282 9¥7H 10424 1 1 G iy 883 w72
3997111902 19931 1994 [ 1995 | 1996 1947 {1935 | 1993 { 2600 [ 2001 | 2002 {2003 {2004 [ 2005 {2006 120067 [ 2068 | EVALUE LINE PUS_ INC! 19-12
945 1010 927 1043 1103 037 1144 | sioz| 1290 | 1297 ) 1306 [ 1378 | 1388 ) 3361 | 1406 1575} 1745 1800 |Revenues pes sh 0I5
178 w8 167 1B8] 175 LS| eS| o4 Za| 220 253y M| 48| IA3 264 28G) 2| 285 ("CashFlow"persh 28
1% 115 1.1 k] 103 143 164 108 .19 ] 135 1H ® 105 132 13 1.6 1.80 [Earnings persh * ¥
T3 J7 .79 & A1 B2 &3 B4 .85 86 & Lid 88 &9 50 K1l 55 .02 [Div'd Decl'd pre sh B L1E
ST 73 90| 243 zﬁ“["m FEE[ Jn| € 305 & T | 03§ 24| 385 00| 3060 [Caplspending persh b1
833 885| 585 07| 102%( 1001 M| £1.43] 1082 1274 x| 405] 1357 | W80y | 1872 | IEB4| 1270 1000 |Book Yalue petsh 19.18
584 896 | V711 10071 15078 13.53| 1ied | 1344 | 1384 | 1552 | %a2 | 1538 | 1821 [ 16 680 11D 1225 1150 Cnmunsﬁsﬁum'q T 1550
48 WE] 134 1287 11 128 @R 1551 10T TEG | I67] B3| 318 232 k] 71 il Avg Ann't FIE Ratle H
56 B 1 B T8 L] B4 3] o7 103 35 13:] 182 12 147 147 127 {Relative PIE Ralio $40
2D%| 63%| 53% | 6%) BT%) SBu) SS% | S0% ) 42% | L) 39% | 36% ; 35% ) 364 %] 24% ] 25% Avg Ann'l Divd Yield 25%
CAPITAL STRUCTURE a5 of 8/30i07 1538 ) At ] 1734 f 1840 | 1975 | 092 | 2127 80| 62] 2688 JD’_G M5 | Revenues ($milf) 390
Totz) Debl 52972 mi). Dye in 5 ¥rs 520.0 mU. Wa) ME| 94} mb| 204! 203) nof 5] 25] 20}) 0. 319 NeProfy imil) i1
LT Dbt 5267 6 LY Inferest 524 5 mil T | 0% [AG0% | 1575 [ 430% | 0% | 435% (a74% | 4T.0% | 405 | 4053 | 4T.0% [Income Tax Rale i
{LT inierest eamed; 3 Sx: lotal inleresl . . . - . . o .. .. .. NE 7| AFUDC % 10 Ret Profit il
coverage: 3 dxj (47% of Cap'l} —d O T -
30% | 436% | 510% | 475% | S40% [ 520% [520% [47.7% | 304% | 4B6% | 47.0% | 48.0% |Long-Term Debt Ralio 56.0%
Leases, Uncapiialized: None S6.3% | 55.7% | 4B.4% | 51.0% | 44.7% ) 48.0% | 40.0% | 52.3% | 49.6% | 51.4% | 53.0% | 520X |Common EquityRatle 1 50.0%
Pm_tlnn Assels-1206 $54.3 mil. ZER4 [ 2711 | 3282 [ 31| W76 | 444 | 23] 4804 | 5325 5816 575 605 |Total Capital (Smill} 725
gihdhg; SB::‘ r:ﬂ Pid DIv'd Noke 36 4148 | 4296 | 5001 | 5398 | 5533 [ 6023 | G642 | 7132 | 7506 i 850 {Het Plant (§mill} 00
pek Hane. GO% | JO%T 66% | 64% | 6% | 65% | 46% | 5.2% | 54%| G0% ) 710% | 7.5% [RewmonTolaiCapl | 44%
Commen Stogk 17,197,055 shs 92% | o4% | wow | B% 1101% | 05% | 56% | B6% | B3%| BA% | &5% | 105% |Retum on Shr. Equily 12.0%
MARKET CAP: $650 miltion {Small Cap) 02% | SA% [ 0% | 9% [10.0% | 95% | 56% | B.5% | BE% | B1% | 9.5% | !0.8% [Returnon Com Equliy 120%
CURRENT POSITION 200§ 006 9307 | 18% ) 2% 29% [ 30% [ 35% | 23% | NMF [ 10% [ 28% | 27%| S5%| 504 |Relalnedic ComEq £0%
cod IE;EIS 130 32 16 BO% | TBW | TI% | GBB% | BS% | 5% | 113% | 8% BT% | 7% L&T% SO [AT Div'ds Le Hal Prof 1%
Recolvables 13.3 148 19.6 | BUSINESS: Amefican Sistes Water Co cpemles a5 8 holding  ers in Lhe Gily of Big Beat Lake gnd in grnas of Ssn Bemarding
'Sﬁf{:lw [Avg Cst} ‘}; 412 41% tompany. Thiough lis princpel subsidiary, Galden Stale Water Ceunly, Acquired Chapama! City Water of Arizona (10/00). Has
Cument Asssls —~58 "_61_4 _Tﬁ Dumpnn?'._ 1 supplies water \o mone Lhan 250,000 cusiomers In 75 roughly 555 employees Cfficers & directors owm 3.4% ol common
Accts Payable 197 240 253 | wommuniies in 10 countes. Servica arcss include the grdter  slock (47 Prory). Chaiman: Lioyd Ross. Preskdent & CEO: Flayd
Debl Due 76 376 296 | metopolitan araas ot Los Angeles and Orange Countiss. The com-  Wicks Inc: CA. Addr.: 630 East Foolhlt Boulevand, San Dimas, CA
Diher 303 20.3 34.1 | pany aiso provides eleciic 1Ay senvices 10 nearly 23,250 custom- 84773, Tele ; 908-394-3600. 1nlemet: www aswaler.com
g‘;"gnﬂtgi(a::v 41;;: 2::;: 3;’%” T?"e've raised our near-term expecta- adoption of a weather normaljzation
ANNUAL RAFES Past R tions for American States Water The clavse. L.
olchnge fpereh] ¥R, 5Ym.  e'W0'02 California Public Utilities Comipission Even still, we advise investors to look
Revamues 0% 25% 60% [CPUC) recently annpunced that it ap- elsewhere at this time. The aforemen-
“Cash Flow” 40% 20% 70% | proved the company’s general rate case ap- tioned changes at the CPUG are still spec-
Eamings 5% 93 100% | peal for its Region I service avea os well ulation and are not being factored into our
Book Value A0% A5%  30% as the rtlvﬂrest to recover general office ex- estimates just yet. That gaid, earnings
o DUARTERLY REVEATES ] rar| P 5 e decision, which is retroactive growth wil probnhly slow congiderably in
=n;i‘r Mar3 Jun.30 Sep. 30 Dec. 34| Yesr to Januery 1, 2007, and will be recorded in  2008. Even if adopted, we suspect that a
i ] T @3 5o |5 the company’s fourth-quarter 2007 results fair portion of the benefits coming from
2005 | 498 B05 8t 578 | 2367 {set to be released as we beaded to press), thege changes would likely be ofiset by
206 | B3 30 750 663 | 26ed ouﬁ]_nt to increase revenue by tough]y $6.4 capital constraints. Indeed, American is
2007 | 729 792 758 727 | 3pp | million and add miore than a dime to share highly leveraged and had only $3.6 million
Mo | 770 #20 840 T5g | at5 | earnings for the quarter. We pow look for in cash on hand st the end of the most
k. EARNIGS PER SHARE * Fal the company to earn $0.46 a share in the recent quarter. l:nﬁ'a.gtwchg:e po5ts are ex-
endar {Mar31 Jun. 0 Sep. 30 Dec, 31| vew | G02) quarter of 2007. Note that our es- pected to remain high, given aging sys-
2000 CCRT ] T timate would have been higher if not for tems and tighier EPA regulations, forcing
s | 2z M 4 w1 the upfavorable weather conditions that managerment to look to outside financiers
wpe | 35 % a2 3| 13| bhave limited usage rates in recent months. for help. The higher interest costs associa-
wor | M % M s | 152| There may be additional regulatory ted with taking on more debt and/or addi-
08 | 37 45 5 4t | 1e0 bacl]:ing ot{ the horizoE. A!thuugdh{f.he tional .rsha.re'aI v?\}! lil-uz]y1 limii:t sha.reho‘l)der
% regulatory climate is much improved from gains, ag well. Meanwhile, the once robust
,ﬁ;‘;, ngﬂiﬂg“ I;E!NEI'ISQPAISE;” 5."'.”, years 2go, the CPUC is wulling over the dividend yield pales in comparison to
N m idea of u_nshtutlgvg a few of the proposals %;ars past, despite the recent 8% hike.
2005 | 725 3% 275 90 included in the Water Action Plan of 2005. ese shares offer limited 3- to 5-year
Wi | 225 228 225 %3 | g1| Doing 6o would likely further streamline total-retwrn appeal, despite the 10%
007 | 235 73 M5 2% 45 | the decision making process, while remov- drop in price since our October review.
7008 ing some earmings volatility through the .Andre J. Costonza January 25, 2008
;:L:rirrxy samings Exchudes nonrecurming | {B} Dividends hisloricaly pald in early March, Company's Finenclal Strength Bt
;B m;”%‘m: 04, t4g; ‘05, 25¢ [ kme, September, and December « Bd i | Stock's Price Stablilty 5
'06, 6¢. Noxi wamings repert dus earty Frbew- | vestment plan avalable. Price Growth Parsistance 15
ary €Y mi , afusted for sphls Eamlngs Predictability 50
pEE A e Rt A s e d R e el dalrat it dgrsleliyierieig Sy To'subscribe call 1-B00-833-0046.
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RECENT PE Tralng: i34 \(RELARVE DD [i} 2
AQUA AMERICA wys.v ST 90,42 B 23.2 (R 1,460 2.5% ﬁ
- - o 185( 292 2868] 266
s 4 mew | o] S7] 88] ush uR| OR9LowE| Se| WR| SiE| WE| 2| s e ey Corie
SAFETY 3 Lowwsay | LEGENDS o
TECHNCAL 2 Risswnia | dedes L 4
BETA 90 {100« Maray Hor splt TR a0
T oi PROJECTIONS. | e 0 MH—A—? -t ot o b 2
Ann? Total| a1 ipk 14 Shard o4 : 2
phze  Galn  Relwm |Sbods A CLLL WRRCAIT 2
el e ; e = :
Insider Declsinns £l T Lo o \z
12 : 0 : ; ; 3 ; g: Uil fu""' o 8
5928311 " - . o
b T
institutional Declslons ST ;e * Totsgé(wﬁﬂl:éﬂg
Wiyl Nma jgner
sty L B o - ;; 5?2 .
Rhbz 58235 Bad21 ssazz | O S TR, P o Sy, #3  2
1997 (1997 | 1903 | 1994 (19085 § 1996 1997 [ 1938 { 1935 (2000 {2007 | 2002 {2003 [2004 {2005 | 2066 { 2007 {2008 [ CVALUELINE AR, INC 1512
214 182 110 1+ 164 186} 282 08 24 2ds 270 285 241 148 HLY 403 455 4.0 |Revenues pet sh 535
[H] k] 42 42 a1 ] 56 3 R 76 BE H g6 .09 121 126 145 1.55 ["Cash Flow”™ par gh 1.5
% H ] 2B ] 3 kL AQ 42 47 51 M 7 & n R 5 30 {Eamlnge per sh* 105
RE] i) il 2 R 23 24 26 2 28 3 37 35 El A6 A4 A8 55 [Di'd Dacl'd pec sh P i
) [ 46 113 48 i1 AT G| 16| 108] 125 32| 1A 184 051 210|213 [Cap'ISpending per sh 50
200 209 229) 24| 245| 269| 2 320 342 JBS(| 405( 436 S| 5834 &N} 5% 715 | 745 |Book Value per sh 8.0
414 TIZ0| S9A0| 5901 | B[ 6. 5747 ?Em‘l T06.80 | V93,82 | 193.67 | 195,19 § 12545 | 127.18 { 178.61 | 132.33 | 134,00 | 136,00 jCommen Sﬁsﬂl.ﬂiigE 140.00
108 B 144 1335 [F LT ] [eE ] 25T 2 2] 38| D§] HEF] 27 AR AT 0 vy Enrl PIE Ratoe FLT
.68 % 35 4] B 8a| w03 1iF] 1| a6 12| 129 140 133 169 187 160 Relative PIE Ratio 1.65
ron | sy ! Sew | e0% ) £2% | as% | 3% | 20% ) 0% | 2% | 25% | 28% | 25% | 23% | L%} 8% | 21% Avg Ann') Div'd Yield 2%
CAPITAL S:'IRUCTU”F;E Bs n; S?I:"WS‘ISD o 1362 8 1510 2503 2955 | 2003 | 3zo | 3672 | 4420 ( 4362 5335 610 650 | Revenues (Smill} 150
Total Delit §1052.3 Le it o TS 0 . 32| 0B 450 500 585 AR7| 6R ) Bopg 912) s2D 100 115 |Nel Profd f§mlly 150
TET?:\L;:::[D:;&T; h!-l:;’;:m;‘;m;g_ T06% | 05% | 354% | B 9% | 33 3% | B5L | 303% | J3e% | dB4% | I6% | F5K | 39.0% [income Yax Faie 507 |
el P2 B Eomal Cop) o crd el el | ) o d el ) 20%) 20%) 20| 20% MFUDC WaoNetProw | 204
EIO% | 52T% | S20% [ 5J0% | 522% | 542% | S14% | S00% [ 520% | S1.6% ) 52.0% | 520% jLong-Term DabiRallo 6%
Pansion Asgals-12/06 $126.5 mid 44.8% | 466% [ 4615 ) 428% | 427% ) 458% | 4B.6% | S0.0Y% ) sB.0% | 4B4% ) 4802 ) 4R0% |Common Equity Ratie 9.0%
Obllg. 5478 3mil. [ 3372 T 4666 7627 | 9011 | 9304 | 10962 [ 13557 | 1473 [ 96304 § 1044 [ 2000 [ 2118 [Tolal Capltal {$mll]) 2550
Pl ok om0 1a.248.478 shares 5305 | 6098 | 11354 | 12594 | 1368 | 1450 | 18243 | 20698 | 22800 [ 25060 275D | 2600 |Net Plant (Smill 1500
gL Ta% | TE% | TER | T0% | T8% | TR | 64% | 67% | 69%| GA% | &5% | 14% [RewmonTchiCep] | 754
GP% F123% ) S2.2% ) M7% | 123% 127% ) 102% [ 107% | N.2% ) 100% | 10.5% | 11.0% |Relum on Shr, Equily "%
MARKET CAP; $2. blllion [Mid Cap) 12.0% | A2A% | 123% [ 1e7h [ 124% 1127% | s02% F0T% [ 11.0% | 10.0% | 10.5% | 17.0% |Relum on Com Equity 11.5%
CURRENTPOSITION 2005 2006 SA0107 | 6% | 5% | 43% | 474 | 5% | 52% | 42% | 46% | 404 | 31% | 3.5% | 3.5% |Relained o Com EG {0%
colil) e 4o sl TU%| S| eon| oow| sow| son | s | Se | S| G| e | 0% [AnDivdstoNetProl &%
E::Tl\fabl(e: cey E%TB' :‘-’gz‘ 9; g BUSINESS: Aqus Amesica, Inc. s the helding company for waler others. Waler supply savenyes 6. residential, 60%; commercial,
G Il hL R | e Pyt O, s o, s, T, Mo b canion k47 o) Chorman el Exve, O
—un b en LN ., aralng, 5, A mm! ShO Xy aTman [} (-] e L
m"::;;;‘:‘ gg ’;’; 4 123'4 Jersey, Floida, Indiana, and five ofer sisles. Divesied Lo of  ficer: Nicholas DeBenediclls, r:wpumed: Penngyivania. Address;
Cebl Due 1831 1504 5473 | tour non-water bush in '8Y; lelemaskafing group bn B3, and 767 Wesl Lancasies Avenua, Bryn Mawr, Pernsylvania 18310, Tek
Cihar 447 558 2637 others Acguired AquaSourre, 7/03; Consumers Waier, 499, and  ephoow; 610-525- 1400, Inlemet: www aquaamerica com
gi"g;lg; :1;;'73;5 mﬂi; ;;05; We have lowered our share-net es- huge stash of cash {only $15 million), and
AL RATES Pt Pan EuTd 0LE timate for Aqua America’s recently already possesses an ample amount of
dowgtpna) | N0¥m  5Ym. g | completed fourth guarter. Due to the debt, it probably generates enough funds
Revenues 75 e:% 0% | struggling housing market and the in- (o complete a few more acquisitions this
“Cash Flow" 100% 908% 7.0% | mbility of the company to raise its rates in year. Aqua will likely geek opportunities to
g A gg% 733“ 4 g;‘é a few merkets, we now believe that the bolster its water utility businesses in
fpok Valus 55% 1104 65% | company earned $0.22 a share during the Texas, Pennsylvania, and Virginia,
car | QUARTERLY REVENUES (1 miZ] o December period, down from pur previous These shares are not particularly ap-
endar |Mar3 Jund0 Sep3D Dec3t Y:m estimate of $0.24 (WTR will release its pealing at this time. Although recent ac-
7000 | 938 TS T3 1154 | @20 fourth-quarter financial results within the quisitions should help Aqua America regis-
2005 11140 231 16E 1228 | 4868 next few weeks). On the bright side, ter & solid share-earnings advance in 2008,
2005 D19p $917 147D 138 | 5335) We expect a healthy share-net ad- our Timeliness Ranling System suggests
207|133 1506 1655 166 | st0 | vance this year, Aque’s profite will likely thet this issue will lag the fear- ead
2000 |#45 165 185 155 | gsp | be fueled by its recent acquisition mctiv- market. Furthermore, looking long term,
. EARNINGS FER SHARE run | SHES Over the last several months, it has this stock already trades at the low end of
endar |Mar3l Jun3D 50p30 Dec| Yew | PUTthased @ number of water companies our projected Target Price Range for
W 13 TR % that have expanded its market reach to 2010-2012, limiting appreciation potential
2005 5 7 @ 74| new areas in Flerida, New Jersey, Indi- out to that time frame. That said, our
MG | 3 47 2 48 70| ana, Pennsylvania, and Texas, Moreover, share-net estimates would likely be raised
2007 3 8 n ‘15| management continues to implement vate if Aqua can complete a few additional ac-
TR Y T ¢ ‘o) hikes throughout the nation, which will ?uisitions over the next few years. Lastly,
Cat. | OUARTERLY DNTOENOSFAD® s | Fun help advance the operating margin and Ilncome-oriented accounts ean proba-
endar |Macdt Jundl Send) Decdf| Vear profits this year. In sum, Agua will likely bly find better options elsewhere. Al
2008 | 08 ® 08 05 3 Eust share earnings of $0.90 this year, 20% though Aqua has rajsed its quarterly divi-
w05 | ose 08 o8 A ‘o | better than our estimate for 2007, dend every year over the past decade, its
s | 407 ;7 5 5 | 44| The company's balance sheet should current yield of 2.5% is Iilmbably nat a
007 | 415 415 425 125 4| be able to support a few more pur- good enough reason to look here.
2008 chages, Although Agua does not have a Jan Gendler January 25, 2008
Primary shares outsizndng Uwough '96; | bions: '96, 2¢. Nexl eamings repod due ea svallable {5% discounl] Company's Financlal Strangth B+
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91, (M4) 82, (38&;}':9 {110k 00, 2¢:°01, | (B} Dividends Histaically paid In earty March, Price Growth Parsisiance 60
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© 2008 Vae L ] sesenved, Factoal matetel ba chisned bom sources delerad to by relabls wnd & provided wiend
e P 8 Mo S ORSALL Yor s EARORS 07 B HERERE Tha b ity kr sobacrars vt
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R 36,23 [l 24,252 B s 15200 3.2%

CALIFORNIA WATER e i

296 338 320] M4 286| 28] 14| 379| 423} 458 454 Target Price Range

igh:| 238
nueLness 4 wennm | (8] %) TRR| RE| B8] 25| 25| 28| 7| 87| 32| 2ef uz o Lol S0Ts
FETY Lowared LEGENDS
S 3 T s finidends 5 g e 80
TECHNCAL ) mapeguzsee | e Lok [ 5
BETA 115 {100 Metan 24w-l‘§p:o sE o B e T I R Al pan A T X RN )
301597 PROJECTIONS | Bloshr aper cufirits poseziar it 40
’ Galn MR'ITauI—'—— ” L SUAT Ui T e T P Jp 0
Prics ) etum . " Tyt
Wgh 55 (oso% 154 | Ty o _,:Fdlt. - KT 35
Low 35 (5% 3% 20
insider Decislons LA i 15
TR e Y T o
by 20000100 gt SO e 0
ocs 0 OODDODDOD Y
b3 00000000 % TOT, RETURN 12107
instituilonal Decislans S AR
nbex DI

QT M IS | paer §

. mes 12

o 51 4 45| chares 6
usa ] 43 28| rageq 3

— e Rt IGHHE
[T, IR
2004 [ 2005 | 2006 1200

19| 182 238 202 07| %0
120 L[ 135tz AT St
% izl ] 83) L02) w4

Rfigew) 6626 Bsed _ §54 TR I s
1991 | 1692 1993119947 1995 1996 1987 | 1598 | 1998 [ 2000 | 2001 2003 2005 (2006 7 [ 2008 | & VALUE LN PUB, INCT 10-12
| 1z2a] 1334( 1259 1317 taeg| 1548 147G 1566 | 1615 1626 [ 1733 | 630 | 1708 (Fédy G| (740 045 |Revenves persh BLEl)

265 251 283| 303l am| 20| a30|"CushFiow persh 195
145 | ra7| 134 143|185 |Esmings parsh A 2
160 07| wos! ase| w] 2| twa]| wa| 1se} 15| 148] wer|oivdDedidpeshee | 120

298| 260 298| 252f I
(83 t45¢ 183 1.3 g 1y 1

T L B I I AL )
1035 051] €80 1156 1172 122

TE LA Ik | 24| Am| SE| 4B | ¥ SW| S05| & 335 |Cap| Spending per sk [r)
1300 1338) 43| 1200 | 1295 | 1342 | v | 1566 | 1579 1815 19.05| 1805 |Book Valuepersh® 0.50
F“‘zm

1l T38| 1138 1045] 1254 | 1242

i1 HIT we] s 137 118
J2 E] 80 02 8 7%
66% | 6% | S2%| SA%| 64w | S84

V55| 1262 | temd | 1595 | 15.06 ) 1518 503 | 1837 1839 . 2055 [Common Sks Dulstg ® | 2250
TZ6| 78| 1B 96| o] B 221 | 24| 5| 282| &3 Rvg AAn' PIE Ralio 10
e 3] 1oy 127 139 1ma) 421 406 1D

1581 14 Retalive PIE Ratin 140
6% | 2% ] A0% | 43% | 4% ) A% | 2% ] 39% | 1w | 29% | 3% Avg Ann'l Div'é Yield T

L7 Interest eamed: 3.3x; totatInt cov.: 3.2x)

Fension Astets-12/06 378 4 mi,

Dblig. $100.1 mil.
Pid Stock $35mil. P Div'dl §.15 mil
139,000 shares, 4 4% cumulztve (§25 par),

Comman Stock 20,666,869 shs
as of 10407
MARKET CAP: $750 milllan (Semall Cap)

CAPITAL STRUGTURE nx of 813007 193] 1957| 2064 | 2048 | 2468 | 2632 | 174 | 3156 | 207 | 3347|265  I90 [Revenues i) 90
Tolal Debt 52929 mll Due in 5 Yrs 512 0.mid 23] 184] 199) 200] W4 194 19| 260) 72t 2861 00| 350 |Nel Profit [Semil]) 506
LTDsbi 52003 my  LTIntorest S5l T r T 35 4% | 376% | 4239% | T % | 0TR | TER [ BEK | 4204 | 374% | 00K | 4109 Income Tax Rata woR

- [ 103% ] 32% [ 3% | 10.6% | S04 1 5.6% [AFUDC % Lo Nel Profit 0%

AR | 4L2% | 5F% | 485% [ S0IX | 553K [ 502% [486% | 483% | 5% | 405K | 4503 JLong-Ters Debt Rave | 433%
53.5% | 54.7% | 52.0% | 50.2% [ 4B.8% | #d.0% | 491% | 50.8% | S1.1% | $59% | §5.5% | §3.3% [Common Equity Ratio 51.0%

3057 | 086 1318 B8] 4027 | 4531 #4934 | 659 | sEi| 67010 2% 755 (Talal Gaplta) (Smith [
404 { 4783 | 5154 | 5820 | 6243 | BUT.0 | 7505 | 800.3 ) BERT| OALS P95 | 1050 |Net Plant (§mill) s

g% | TB% | VEW [ E8% | 53% | Sowm | S6% [ B1% | £3%] S2% | 54| &0% [Rewm onTotat Capl 7.5%
139% 6 0% | V2% [ S00% | T2% | 94% 1 T8% | B9% | 93%| 68% | 5% | RS [RetvmonShrEqulty "%
HA% ] I0B% Y 4% 1 09% ] 7% ) oSy | 2O% | 0% ) Bah ) GB% | 784 854 |RetumenComEqulty | 1104 |

6% [ 28% | 35% | (6% NMF| 10w} I% | 2% | 21% | 10% | 154 25% [Retalnedto ComEq 0%

CURRENT POSITION 2005 2006 9730107
kWL

Cash Assely 95 603 285
Olher 42,7 48.1 §1.9
Currenl Assets T2 3096 88.&
Accts Payable 361 331 kLA
Debi Dus 11 14 18
Olner 39.6 353 40.8
Curtent Liak, T6E8 702 (iR
Fix. Chg. Cov. 361%  3T% IJ80%

U5 T4 ) o7l % sied ) e | mN ) TN TEM ) BSM ) RS TRk AN Div'diip Nel Prof %

BUSINESS: Califomia Yater Servica Group provides regulaied and  Comp. (11200). Revenua bregkdawn, ‘05: tesidential, 70%; businass,
rontaguialed wale? sandte lo ever 2 milion peopls (#8500 pus-  18%: public avihoities, 5% Indusirial, 5%: other, 2% 06 reporied
tomers) In 83 commualties in Caklomis, Weshinglon, New Mexics,  deprec rate: 3 3% Has woughly 870 employzes Chalmen: Robart
snd Hawall. Main servica breas: San Francsco Bay ates, W. Foy. President & GEO: Paler C. Melson, Inc: Delaware, Ad-
Sacramenlo Valley, Salings Valley, Sen Joagquin Valley & pards of  dress: 1720 North Fist Sbeet, San Josa, Califomia 951424598,
Los Angeles, Acquired Halional Ullity Company (5/04); Rio Grande  Talaphone: 408-357-8200 Inlamet: www cahwatergroup com.

We've softened our outlook for Cali- has fallen from its $45-plus perch, trading

ANNUAL RATES Past Pagt Est'd '04-05

change [persh) 10 \'IS-% 5‘1|'rl< o042

Revenugs 25 0% 45%

Cash Flow" 25% 3D0%  55%
Eamings 0% 25% 7.5%
Dividends 1.0% k- 1.0%
Book Value 5% 50 35M

fornia Water Service Group a bit since down more than 10% since our October

our October report. The water utility report, The issue is now ranked 4 (Below
rovider ran into some unforeseen prob- Average) for Timeliness based on our
ems in the third quarter 2007, when unfa- momentum-driven system.

vorable weather conditions, and lower .., however, we still think it is richly

usage rates, caused it to post earnings of valued according to current market

cal. | GQUARTERLY REVEMUES [§ mil) Full
endar {Mar3{ Jun.30 Sep.d0 Dec.31| Year

$0.67 a share, a penny off the prior year’s conditions. The stock is currently trading
mark. Meanwhile, there has been an un- at nearly 25 times I12-month earnings

004 | 602 B89 571 634 | 3156
005 | 603 815 1011 TTE (3207
2006 | 652 §14 078 BOG | 3M7
007 | 716 958 139 BAT (35
W0g | 760 0z 120 920 | 386

expected holdup on the regulatery front. (through June), a premium compared to
The California Public Utilities Commis- our 2010-201%2 projections. Although we
sion, which appeared to have turned over suspect that recent regulatory lag is just a
a new leaf and had been handing out more hiccup, and that an improving landscape
timely and favorable rulings in recemt paints a favorable backdrop for the indus-

ca- EARNHGS PER SHARE » Fult
endar [Mardl JundD Sep.dd Dewdi| Ynar

memory, has yet to rule on the company's Uy as a whole, we think that the current
2006 general rate case. Also, approval of share price accounts for these potential

2004 DB 8 S8 2D ) 146
205 U] 41 . 2| 147
2006 o 3 5 J) i
2007 n? 31 6 3R] 14
2008 R A ¢ J7 | 165

parts of the Water Action Plan, namely of changes. Meanwhile, capital constraints
a Water Revenue Adjustment Mechanism continue to concern us. Infrastructtire
{WRAM) and modified cost-balancing ac- costs are likely to continue rising as sys-
counting was postponed. As a resudt, we've tems and pipelines age and EPA require-
reduced our fourth-quarter 2007 share-net ments grow tougher. However, California

Cal- QUARTERLY DIVIDENDS PAID O Full
undar | MarM Jun30 SepaD Dec.d| Year

estimate by a few pennies to $0.32 and our does not have the cash to fund these
full-year 2008 figure by a dime to $1.65. endeavors and will probably have to issue

2004 | 283 283 283 283 | 143
2005 | 285 285 285 285 | 144
09 | 2875 2876 2675 ZBT5( 115

Naote, that our 2008 figure would receive a more shares andfor debt, thereby limitin
boost if any of the WRAM amendments are shareholders’ gaing, Although the dividen
implemented before the third quarter. provides some downside risk, income-

W07 | W0 20 2 W0 | 1% The stock has flven back most of the minded investors have better options.

2058 gains it enjoyed Iast year ... Indeed, it Andre J. Costanzo January 25, 2008
4) Basic EPS. Exgd nomrecuming gain {loss Dividends hisloricaly paid in mid-Feb., [C} indl, delerred charges. In 06 S695 mik, | Gompany's Finencial Sirength Bes
!"g- 1;3;:'01- 44,02, B‘-Nen%snr:pﬁ P‘n?a]y. Aug., and Nov = Biv'd retnvestment plan LJSEJ‘BIL Sloek's Price Stabllity 65

early Febroary avaliable. {D} In milions, adiusted for §pT Prite Growth Persistence %
Eamings Pragdictabilly 7

© 2. Vevi L . . A3
THE PUBLISHER IS NOT

reservet Factual materal i oblained from sources befaned 1o be nifabls and & provited wilhoul wamanlies of &y iond.
ANY ERRORS OR DWISSIONS HEREN Tha publcaten i vitly or mncrbers omn, &
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i 28,0t 1.671% 3.5% B
CONN. WATER SERVICES woo.cws 52" 25.21 R4 26,0524 57 [>_3.5% ey
‘ . 7.7 325 b1 H
RANKS nel BEr vl R¥| B8 BE| HE| BE| 2O A
PERFORMANCE 3 xvenge 1] LEGEWDS _ - %
Techrical 3 Avarngy R éslmwguu’:gm -
S evien B CITRLAN Mt e e s st e~ S RPETRET RS L 25
SAFETY 3 Avarage T e s g
BETA 85 €100 = Marksr) '-h'l"‘l'su—" A 13
iy T [ TN 9
Financia! Strength a8+ TR B
Price Stabllity a e ;
Price Growth Persistence 40 "
2
Earninge Predictabllity BS =7 } lﬁr j—du Iy ;i i (ISR 1 VoL
FIRN R AT ] 1 (LI Mo }
© VALUE LINE PUBLISHING, INC,] 1989 2000 200 2002 2003 2004 2005 2006 2007 20082009
SALES PER 5H 587 5.70 5.83 5.17 591 5.04 5.81 568 | -
"EASH FLOW PER §H 168 1.73 1.78 1.78 185 191 1.62 152 | -
EARNINGS PER SH 103 1.09 1143 112 115 116 BB 81 1.1048 1.175MA
DIV'DS BECL'D PER §H 79 .79 8D 81 B3 B4 85 86 -
CAP'L SPENDING PER SH 1,82 143 1.86 1.98 1.48 1.58 1956 186 | -~
BOOK VALUE PER SH a1 B.52 9.25 10.06 10.46 10.94 11.52 1180 | -
COMMON SHS DUTST'G [MILL) 7,26 128 7.65 7.84 7.97 8.04 B.17 8.27 -
AVE ANN'L PIE RATIO B2 16.2 215 243 F=X3 228 286 280 22.8 Z1.5NA
RELATIVE P/E RATID 1,04 118 1.10 1.33 1.34 1.21 1.5 15 | ~
AVG ANN'L DIV'D YIELD 4.2%. 4.0% 3.3% 3.0% 2.0% 3.1% 31.4% 36% | -~
SALES (SMILL} 42.6 41,5 454 45.8 47.4 48.5 475 468 - Bolg figures
DPERATING MARGIN 4B.7% 48.8% 56,1% 57.1% §2.1% 51.0% 48.3% &% | - 2 consensus
DEPRECTATION (SMILL] [ 435 4.7 50 54 [X] 60 6.1 58 - wirnings
NET PROFIT [SMILL) 1.5 8.0 8,7 B.8 8.2 9.4 7.2 6.7 — estimates
INCOME TAX RATE 30.1% 357% 36.1% 33.8% 17.0% 22.5% P 235% | - and, uslng the
NET PROFIT MARGIN 17.6% 18.2% 15.1% 18.2% 19.5% 19.4% 15.1% 3% | ~ rocont prices,
WORKING CAP'L {SMILL) d38 3 d3.3 ¢5.1 EEX) 8.7 13.0 1.2 = P ratins,
LONG-TERM DEBT [$MRL] 654 64.7 84.0 548 64.8 66.4 7.4 773 -
SHR. EQUITY (SMILL) 63.3 65.7 71.6 80.7 B4.2 88.7 84.9 56.7 —~
RETURN ON TOTAL CAP'L 7.4% 7.6% 7.9% 7.4% 75% 7.0% 50% 49% | -
RETURN ON SHR- EQUITY 11.8% 12.1% 12.1% 10.9% 10.5% 106% 1.5% 69% | -
RETAINED TO COM EQt 1% 32% 36% 3% 3.2% 3% 3% | HMF ~
ALL DIV'SS TO NET PROF 4% 74% 1% 72% % | 1% 95% 105% -
*No of analyzls changing eam arl in fas! 12 ays: B up, D down, consansis S-yess aamings growth nol avadable, BBased upon 2 saalysis* estimeles CBasad upon 2 snolysis’ extimates,
ANNUAL RATES ASSETS (Smil) . INDUSTRY: Water Utility
of thanga {per shere) 5Yrs. 1YL | Cach Assels 44 'd 3
_h‘g:;‘ Flow o5 5322 Receivables 58 85 132 | BUSINESS: Connecticut Water Service, Inc. primardly
Basnings 28%  gow |Dvnoylhgesy 8 s 11| operates as a water utility company in Connecticut. I
Dividencs 1.0% 10% | oornl Assats —,L;;'; -1—‘3 -Ta? aperates through three segments; Water Activities, Real
Book Vahue 5.0% 0.5% : Estate Transactions, end Services and Rentals. The Water
Fiscal | QUARTERLY SALES [Smllll Full | Property, Plant Activities segment supplies public drinking water (o its
Year | 1@ 20 30 Year M;gq#'p. ol cosl 3;;3 ﬂgf <+ | customers, The Real Estate Transactions scgment involves
ZEWE| 108 D Wi 15 |47.5| Nsl Propeny 21T 2684 a0 [ 1P lh‘e sale of its limited excess re.ai estate holdings. ?h:
123106 05 114 433 117 |469| Other 322 223 _ 353 | Services and Rentals segment-provides contracted services
1207|132 w4 170 Tolal Assels 3060 3152 3299 | fo water and wastewater utilities and other clients, as weli as
12731108 leases certain of its properties to third parties. This seg-
Fiscal EARNINGS PER SHARE | Fol kg?;"g:;gﬁaf"""'-l P 74 | ment's services include contract operations of water and
Yeal | %9 2@ 3Q  4Q |Year| peppos 71 53 415 | wastewater facilities; Linebacker, its service line protection
zim| | 24 % 4 19 11.15] Other 13 _11 _ 24 | plan for public drinking water custorners; and provision of
12031105 .24 15 4 08 | By | Cumenl Liab 132 130 210 | bulk deliveries of emergency drinking water 1o businesses
12aus] 20 a2 45 @ [, end residences via tanker truck. As of November 7, 2007,
1zaver| e 2 41 .23 Connecticut Waler provided water to approximately 83,000
LeCl N Lofss;‘;%“&gf“ AN EQUITY or 286,000 customers in 41 towns in Connecticut. Has about
Cat- | QUARTERLY DIVIDENDS PAID | Fu 200 employees. Chairman, C.E.O. & President: Eric W.
endar | 10 20 i 4Q  Year] Total Debt $08.8 mil Ouein 5 Yrs. NA | Thornburg. Inc.: CT. Address; 93 West Main Street, Clinton,
s | 2 3 21 20 |4 |LTDebSTIamk CT 06413, Tel: (860) 665-8630.  Interner
i | amone | POl | et gom,
7008 | Leases, Uncapltallzed Anniral renlals NA .fanuary 75 7008
Penslon Liability None in *06 v None in 95
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
17 2007 o7 | PldStecksemal Fid Dtv'd Pald NMF Dividands pius sppreciation B of 1273172007
o Buy 3 7 3 common Gtock B.358.435 shares 1 Mos. 6 Mos. 1YL 3¥rs. 5 Yrs.
o Seli b 12 ] [57% of Cap¥
Hsds;noo) 1461 1 1828 2,30% -1.48% 7.36% $197% 10.40%
re = n

mwm muﬂumlhd:umdlmmb&dbnmwsrmdrmwwmd-mm
T}EPUBUSHEREHOT FOR ANY ERRDAS OR OMISSIONS HEREIN. Tiis pobicaten iy sncty lor 't oW, interd v No part
of £ may be rporodiuced, serold. Woreel o iangeedad in mmuwiﬂmuutfhmumwm&amwmmapm
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RECENT TRALNG RELATIVE VD ly
YORK WATER CO noa.vorw 15.73 [Féas 27.6 [izein 1,651 3.4%
1349 14.03 17 87 20.99 18.55 h
RANKS J_ 13.;3 6.33 11.00 11.67 1532 1545 m
PERFORMANCE 3 aversoe S . : L 1
— hl 3 L
Tectnica! 2 0% [} Re Res Swedh s — Ty u
or-1 59! B 1,
2 208 1T [t Tieet . L.
SAFETY 3 amge [[HlonzemEnd WL r,uua: ! e e )
BETA .50 1100 = Masset) A b ot
. e 5
4
Finaneial Strength B+ 3
Price Siabifity [~ 2
Price Growih Parsistence 40 {
200
Eamings Fregictablity 80 : S — i R —— T voL
vt b [T VT (I | [T I fexia}
© VALUE LINE PUBLISKING, INC.| 1939 2000 2001 2002 2003 2004 2005 2006 2007 200812008
REVENUES PER 5H - - 205 245 217 218 2.58 256 -
“CASH FLOW" PER SH - - 59 57 65 .65 79 a7 -
EARKINGS PER SH - - 43 40 47 49 86 .58 S7AS 67 C/NA
DIVD DECL'D PER SH ~ - 3 35 ar .39 A2 45 -
CAP'L SPENDING PER SH - - 75 = 1.07 250 1.69 1.85 =
BODK VALUE PER SH - - 3.7 3.80 4.06 4.65 4.85% 5.84 -
COMMON 5HS DUTST G (MILLY - - 3 6,55 9.63 10.33 10.40 11.20 -
AVG ANN'L P/E RATIO - - 17.9 768 245 25.7 26.3 3.2 7.5 23.5/NA
RELATIVE P/E RATIC - - 92 1,47 1.40 1.35 1.39 1.68 -
AVG ANN'L DIV'D YIELD - - 4.3% 3.3% 3.2% 3.1% 2.9% 2.5% | -
REVENUES (SMILL) - 18.5 19.4 196 209 25 26.8 28.7 - Bald figures
NET PROFIT {SMILL} - 3.8 4.0 3.8 44 4.8 58 5.1 - are consentus
INCOME TAX RATE - 35.1% 35.8% 34.9% 34.8% 36.7% 36.T% 34.4% - eamings
AFUDC % TO RET PROFTT - - 2.2% 3.7% - - - T.2% | - ostimplos
[ LONG.TERM DEBT RATIO - 50.2% 47.7% 46.7% 43.4% 42.5% 44,15 dB.3% [ - ang, using the
COMMON EQUITY RATID — 49.8% 52.2% 53,3% 56.6% 57.5% £5.9% 51.7% - racant prices,
TOTAL CAFITAL (SRLL) - 652 68.6 66.9 65.0 836 50.3 126.5 - PYE ratios,
NET PLANT {$MILL) - 97.0 102,3 106,7 116.5 140.0 155.3 174.4 -
RETURN ON TOTAL CAP'L - 7.9% 7.9% Ta% B.5% 7.6% B 4% 6.2% | =
RETURN ON SHR. EQUITY - 11.6% 11.2% 10.2% 11 4% 0 0% 11.6% 93% | -
RETLRN ON COM EQURY d 11.6% 11.2% 10.2% 11.4% 10.0% 11.6% 9.3% -
RETAINED TO COM EQ -~ 2E% 25% 1.3% 26% 2.1% 30% 22% | -
ALL BWD5 TD NET PROF - 78% 78% 89% T7% 79% T4% I7% -

ANo. of analysis changing wam. asl. a3t 12 0ays: O up, D oown, CONSENsus S-yaar eamings growth 11 3% par yaur. BBasad upan 3 pnayals’ estimates ©Besed upon J snaiysts’ astmales

INDUSTRY: Water Utility

BUSINESS: The York Water Company cngages in the
impounding, purification, and distribution of water in York
County and Adams County, Pernsylvania. It supplies water
for residential, commercial, industrial, and other customers.
The company has twe reservoirs, Lake Williams and Lake
Redman, which together hold spproximaiely 2.2 billion
gallons of water, It also has a 15-mile pipeline frem the
Susguehanna River 1o Lake Redman that provides access 10
an additionzl supply of water, The company serves 34
municipalities in York County and four municipalities in
Adams County. Has 106 empioyees. C.E.O. & President:
Jeffrey 8. Osman. Inc.: PA. Address: 130 East Market
Street, York, PA 17401, Tel.: (717) 845-3601. Intermet:

LY

January 25, 2008

Dividands plus sppraciaton &5 of 12312067
3 Mos. B Mos, 15 3Y¥m, 5Y¥m.
-1.26% -11.40% +10.84% 29.83% 88.84%

ANNUAL RATES ASSETS ($mill) 005 2005 A0NT
of thange (per sham) §¥re, 1Y1 | Cash Asseis Fi] (] 0
Revenves 5% 0.5% | Receivables kY 4B §5
“Cush Flow 4.5% “28% | [nveniory {Avg cost) a B ¥
Eamings 45% 25% | Other 5 1.1 |
Dividends -30% 0% 51 871 11
Bogk Valup BOY% 208% Cumen; Ascels 51 7 kR
QUARTERLY SALES [$rmitt. - Proparty, Plant
F‘}:::I 10 AR iRQY ms [#m Lé ;:‘I:. 4 Eqmp. al :nsl 104 0%7 .-
Accum D HA 28.3 .
1Zi5| 82 67 72 67 |268| NolPropeny 553 1744 1844
12306 66 70 Tr 74 (287 @ther 118 158 148
wHmI| 14 B0 83 Total Assels 1723 1961 2064
120408
LIABILITIES (Smill.
Fiscl | EARNINGS FERSHARE | Full mSlﬁaﬁuﬁs’" Yo e 33
Year 1Q Q 3Q 43 | Year| pont Due 193 12 53
nusk| 92 1 a2 44 | 4 | Other 28 31 36
1221105 12 14 7 13 | .56 | Cuent Ciap HE 8 132 | httpi/Arww.yorkwater.com.
122008 12 AT 17 15 .58
12300 12 15 15 .15
125108 4 T LONG-TERM DEBT AND EQUITY
o
Col | GUARTERLY DIVIDENDS PAID |Fay| ™% P007
endar | 10 20 M 40 |Yew| Torsl Debl $67.3 mit Due in 5 Yrs. NA
LT Dbt $67-1 mil.
ZOS |0 a0 AWM D | A2 | Ean Leases NA
W08 [ 192 432 12 112 ) 45 148% of CapY)
2007 1B 1e VB A8 [ 47 |y ppmey, Uncagltalleed Annual rentals NA
2008 | a2
Penslon Liabllity $59 md b 06 va $3IFmil in TS
INSTITUTIONAL DECISIONS TOTAL SHAREROLDER RETURN
o T 3qro7 | Pld Stock Mone P Div'd Pabd None
to Buy k4 b "0 | Common Stotk 11,2479 shares
ip Seld 1 5 4 52% of CapT}
Hid's{000) 12z 1416 1385
C2004 Vabe Lia . ke Al perual materidl 5 COLTRS WO sortel Mhummswmmdqw
THE PUBLISHER IS NDT FDH ANY EFNOHS OR OMISSIONS HEREIN. Tha [ niattal us2 Ho pad

P

To ‘Shbscribe all 1-500-833-0045.
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RECENT PE Traffing: 16.1°}| RELATIVE DN'D )
SOUTHWEST WATER soosmee 8 1211 o 31.1 G2 0)005 1,065 20% DAY |
. i4 191 4
e e T N RS I I R KH I R T £
SAFETY Nrw 107685 LEGENDS
— 250 1 Dvidereds.
TECHICA. 2 Rakeramser | doded oy i e o
BETA 100 |1 00=Mirial) Bors sp 1258 2
757732 PROJECTIONS | 5o o8 198 7/ A E R R R PO U
Price  Galn ‘“R-'J.?.‘." tg;gg :ﬂ 1L \ Jllh I lll .......... 16
it PR LI L [+ (T
M B oS 13 RN s e 2 vt e 2
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purchases would probably cause us to
raise our earnings projections.

Tan Gendler January 25, 2008

(4] ided eamings. Excludes nonretuni

?M (losses): 00, {3¢):
23¢}. Next ezmings

W1, {54 02, 1608, C}ln
repot due mid-Mar, D,
(B} Owidends historically pald in late January,

© 200t Vike Line Pt , e A
TPEHJ&WEND%NSBLE

rederved Factad
ANY ERRDRS DR OMISSIONS HEREIN This
o D 2y B¢ Meorodutet, wrsokd, S Of Tahgalied in any printed, electonc o olher bam, &

Apl, July, ¥nd Oclober. $1.51/share.

5, atjuslzd Jor sphls
tnchufas intangioles. i 2%5: 5350 mon,

mitariy) I shisned koo towcs belved

hon b awry, forr

Iy be rokable ang K proviied sahout wamantes of ary tnd
ity b pburbecs -ormeercial, et
Tor griwaiing ¢ madceing wy pricked or alecioric pubicaten, 1enice o roduct.

Gompany's Financlal Strength
Sloek's Price Stakility 55
Price Growth Persistence L
Earnings Predictabliity 213

To-subscribe cafl 1-800-533-0045,

oxa Nopgt



Line

Notes:

g
&

)
(4)

TESI-SEWER EXHIBIT NO, 1
Schedule PMA-12
Page 10f 9

Tota) Enviconmental Solutions, Inc - Treasure Lake Sewer Division

Indicated Common Equity Cost Rate
Through Use of a Risk Pramium Mcdel

Prospective Yield on Aaa Raled
Carporale Bonds (1}

Adjustment lo Reflect Yield Spread
Between Aaas Raled Corporale

Bonds and A Rated Public
Utility Bonds

Adjusted Prospective Yield on A Rated
Public Utility Bonds

Adjustment to Reflec! Bond
Rating Difference of Proxy Group

Adjusted Prospeclive Bong Yield
Equity Risk Pramium (4)

Risk Premium Derived Common
Equity Cost Rale

Derived in Note {3) on page & of this Schedu's.

Total Markel Approac
Proxy Group of Six AUS Proxy Group of Four Value
Ulility Reporis Watar Line {Slandard Edition}
Companies Waler Companies
532 % 5.32 %
0.63 (2) 0.62 (2}
595 % 595 %
0.00 {3} 0.00 (3}
5.95 5.95
4.89 5.39

10.94 %

11.34 %

The average yield spread of A rated public utiily bonds over Aaa rated corporate bonds of

0 63% from page 4 of this Schedule.

No adjustment necessary as the average Moody's bond rating of the proxy group is A2 as

shown on page 2 of this Schedule,
From page 5 of this Schedule.



Yotal Environmental Solutions, lng. - Treasure Lake Sewac Divisian
Compasnison of Bond Ralings. business rsk and fnanclal nsk grofiles for
the Proxy Group of Six AUS Utility Reports Water Companies, he
Proxy Group of Four Value Line {Standard Edition} Water Companjes

Moody's Standard & Pgor's
Bond Raling Band Rating
January 2008 _ January 2008
Bond Numencal Bond Numerical Credil Numerncal Business Risk Numerical Financial Risk Numencal
Rating Weighting {1} Raling ~ Weighling (13  Rating Weighting [1) Prafie (2} Weighling {1) Profile {2) Weighting (1)

Proxy Group of Six AUS Utility
Reports Water Companies
American States Water Co. (3) A2 6 A 6 A 3 Excelent 1.0 Inlermediate 2.0
Aqua America, Inc. (4) NR -- AA- 4 At 5 Excellent 1.0 intermediate 2.0
Artesian Resources Corp. (5) NR -- NR -- NR -- NR -- NR .-
Califomia Water Service Group (6) NR - NR, -- At ] Excellent 1.0 Inlermediate 20
Conneclicut Water Senvice Ine. (7) NR -- AAA 1 A [ Excellent 1.0 Intermediate 2.0
Yark Water Company NR .- A- 7 A- T Excellent 1.8 intermediale 2.D

Average A2 5.0 Ah- At 4.5 A 5.8 Excellent 1.0 Intenmediate 2.0
Proxy Group of Four Value Line
-(Standany Edition) VWater
American Siates Water Co. (3) AR 4 A 6 A 6 Excellent 1.0 In{esmediale 2.0
Aqua Amaerica, Ine. (4) NR - AA- 4 At 5 Excellent 1.0 latermediate 2.0
Califoria Water Setvice Group (6) NR -- NR -- Ak 5 Excellent 1.0 intermediate 2.0
Southwest Water Company {(8) NR -- NR - NR -- NR -- NR - -

Average A2 E.0 A% 5.0 At 53 Excellent 1.0 Intermediate 2.0

Noles: (1) From page 3 of this Schedule,
(2) From Standard & Poor’s Issuer Ranking: U.S. investor-Ownied Water Utiities, Strongest ta Weakest, Febrary 7, 2008.

VW

(3) Ratings, business risk and financial risk profiles are those of Golden State Water Company % % g}
{4) Ralings, business risk and financial nsk profiles are those of Aqua Pennsylvaria, Inc. [ 8_ -
{5) Ratings, business risk and financial risk profiles are a composite of those of Artesian Waler Company and Southwood Water Company. N0
(6) Ratings, business risk and financial risk profiles are those of Califernla Water Service Company. =8} m
{7) Ralings, business nsk and financial risk profiles are those of The Connecticut Water Company wq E
(8) Ratings, business risk and financial risk profiles are a composite af those of Hornsby Bend Utility Co., New Mexica Ulilties, = m
Inc., Suburban Water Systems, and Windermere Utility Co. )'> l':!';
e

Seurce of Information: Moady's Investors Service P
Slandard & Poor's Global Utilities Rating Service g

=

o

-t



TESI-SEWER EXHIBIT NO. 1
Schedule PMA-12
Page 3 of 9

Total Environmental Solutions,_Inc. — Treasure Lake Sewer Division
Numerical Assignment for
Moody's and Standard & Paoor's Bond Ratings
Standard & Poor's Business and Financial Rjsk Profiles

Standard & Poor's

Moody's Numerical
Bond Rating Bond Weightin __Bond Rating
Aaa 1 AAA
Aai 2 AA+
Azaz 3 AA
Aa3 4 AA-
A1 5 A+
A2 6 A
A3 7 A-
Baai 8 BBB+
Baa?Z 9 BB8
Bas3 10 BBB-
Ba1 1 BB+
Ba2 12 BB
Ba3 13 BB-
Standard & Poor's
Business Numerical Financial Numerical
Risk Profile Weighting Risk Profile Weighting
Excelient 1 Modest 1
Strong 2 Intermediate 2
Satisfactory 3 Aggressive 3
Weak 4 Highly Leveraged 4
Vuinerable 4



Moody's
Comparison of Interest Rate Trends
for the Three Monins Ending January 2008 [1}

Spread - Corporate v. Public Wiilily Bonds Spread - Public Wity Bonds
Corparate Aa {Pub. A (Pub, LWL} Baa (Pub.
Bonds Public Utility Bonds Uil over over Aaa Util.) over
Years Aaa Rated Aa Rated A Raled Baa Raled Aaa (Corp.} {Corp.} Aaa {Cop.} A gver A3 Baa over A
November-07 544 % 5.87 % 597 % 6.27 %
December-07 5.49 6.03 6.16 6.51
January-08 5.33 5.80 6.02 6.35
Average of Last
3 Months 5.42 % 5.80 % 6.05 % 6.38 % 0.48 % 0.63 % 0.96 % .15 % 033 %

Noles: (1) All yields are dislributed yields,

Source of information: Mergent Bond Record, Feburary 2008, Val. 75, No. 2

6 J0 ¥ abied
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TESI-SEWER EXHIBIT NO. 1
Schedule PMA-12
Page 5 of 9

Tosal Environmental Solutions, Inc. - Treasure Lake $ewer Division
Judgment of Equity Risk Premium for
the Proxy Group of Six AUS Utility Reports Water Companies, the
Proxy Group of Four Value Line (Standard Edition) Water Companies

Line

Na,

1. Calculated equity risk
premium based on the
total market using
the beta approach (1)

2. Mean equity risk premium
based on a study
using the holding period
returns of public utilities
wiih A rated bonds (2)

3. Average equity risk premium

Notes: {1} From page 6 of this Schedule.
(2) From page B of this Schedule.

Proxy Group of Four

Proxy Group of Six Value Line (Standard
AUS Utility Reports Edition) Water
Water Companies Companies
5.468 % 65.26 %
4.51 4.51
499 % 5.39 %



TESI-SEWER EXHIBIT NO 1
Schedule PMA-12
Page 6 of 9

al Environmental Solutipns, Inc. - Treasure | aki ivisi
Derivation of Equity Risk Premium Based on the Total Markel Approach
Using tha Beta for
the Proxy Group of Slx AUS Utility Repors Water Companies. the
P Gl f Four Vlue Line (Standard Editlon) Water Companie

Proxy Group of Four Value

Line Proxy Group of Six AUS Line (Standard Edilion)
No. LUitility Reports Water Waler Companies
1. Arithmetic mean lotal return rate on
the $tandard & Poor's 300 Composile
Index - 1826-2007 (1) 1230 % 1230 %
2 Arithmetic mean yield on
Aaa and Aa Corporate Bonds
1926-2007 (2) B.10] {6.10)
3 Historical Equity Risk Pramium 6.20 % 6.20 %
4. Forecasted 3-6 year Total Annual
Markel Return {3) 1506 % 1506 %
5 Prospective Yleld an Azz Rated
Corporate Bonds (4) 5.32] {5.32)
] Forecasted Equity RIsk Premium 8.74 % 9.74 %
7 Canclusion of Equity Risk Premium (5) 620 % (6} 620 % {6)
8. Adjusted Value Ling Beta (7) 0.88 1.01
9 Beta Adjusied Equity Rlsk Premium 546 % 6.26 %

Notes:  {1) From 2008 Ibbotson Risk Premia Oveer Time Report - Esliamtes for 1§26-2007, Momingstar, inc,
Chicago, IL, 2008.
(2) From Moody's industrial Manuval and Mergent Bond Record Monthly Update.
(3} From page 3 of Schedule PMA-13,

(4) Average forecast based upon six quarterly estimales of Aaa raled corporate bonds per the consensus of
nearly 50 economisis reported in Blue Chip Financial Forecasts daled February 1, 2008 (see page 7 of
this Schedule). The eslimales are delailed below.

First Quarter 2008 520 %
Second Quarter 2008 510
Third Quarter 2008 5,20
Feurth Quarter 2008 530
First Quarter 2008 550
Second Quarter 2009 5.60
Average —32 %

(5) Average of the Historical Egully Risk Premium of 6 20% from Line No 3 and the Forecasted Equity Risk
Premium of 8.74% from Line No., 8 ((6 20% + 8.74%) /2= T.01%.

(6} InMs, Ahemn's apinion, the current and recent substantial decline in ihe stock market is extracrdinary and
not representative of the expecied long-term  Consequently, in this instance, Ms Ahern will not consider
what she believes is an extraordinary expected capital appreciation and instead will rely only upon the
6 20% hislorical market premium

{7} From page 9 of this Schedule



TESI-SEWER EXHIBIT NO. 1
Schedule PMA-12
Page 70of 9

2 W BLUE CHIP FINANCIAL FORECASTS ® FEBRUARY 1, 2008 |

Interest Rales
Federal Funds Rate
Prime Rate

LIBOR, 3-mo.
Cormmercial Paper, 1-mo.
Treasury bill, 3-mo.
Treasury bill, 6-mo.
Treasury bill, 1 yr.
Treasury nole, 2 yr.
Treasury note, 5 yr.
Treasury note, 10 yr.
Treasury note, 30 yr.
Corporate Aza bond
Corporate Baa bond
State & Local bonds
Home mortgage rate

Key Assumptiong

Major Corrency Index
Real GDP

GDP Price Index
Consumer Price Index

Consensus Forecasts Of U.S. Interest Rates And Key Assumptions’

....... History - Consensus Forecasts-Quarteriy Avg.
R Average For Week End-e —-- Average For Month-—- LawestQ | 1Q  2Q 3Q 40 1Q 2Q
Jani8 Jan)l fand4 Dec28 Dec, Nov, Qe 402007 (2008 2008 2008 2008 2003 2009
4.24 4,23 N E 4.21 4.24 4.49 4.76 4.50 33 .7 26 27 2.8 3.1
7.25 7.25 7.25 7.25 7.33 7.50 7.74 7.52 6.3 57 56 587 59 &6l
393 443 4.66 4.80 498 4.96 515 5.03 3.6 30 29 X 32 34
3.75 4.03 4.13 4.19 4,25 4.48 4.70 4.48 3.4 2.9 2.9 30 3.2 3.5
3.09 321 3.27 125 3.07 33s 4.00 3.47 ‘28 2.2 2.2 2.3 26 2.9
3.01 321 333 3.51 134 3.58 4.16 3169 26 23 2.3 25 28 3.1
2.83 3.04 3.18 342 3.26 3.50 4.10 .62 2.5 13 24 25 28 3.2
2.48 2.70 2.88 323 3z 134 397 348 24 23 24 2.6 19 3.2
2.97 313 129 363 3.49 3.67 4.20 3.79 29 28 29 1 33 36 .
17 385 3.94 4.2] 4,10 4.15 4.53 4.26 3.6 35 36 38 4.0 4.1
4.30 4.37 4.38 4.61 4.53 452 4.77 4.61 4.2 4.1 4.2 4.3 45 4.6
5.29 5.30 5.35 5.57 549 5.44 5.66 5.53 52 5.1 5.2 53 5.5 5.6
6.52 6.53 6.49 6.72 6.65 6.40 6.48 6.51 6.3 6.2 63 64 6.5 6.6
4.15 4.21 4.32 4.44 442 4.46 4.39 4.42 4.1 4.0 4.1 4.2 4.3 45
5.69 587 6.07 6.17 6.10 6.21 6.38 6.23 5.7 56 56 57 59 6.1
History - Consensus Forecasts-Quarterly Avg.

1Q 20 30 40 1Q 2Q 3Q Fled 10 20 3Q 40 10 20
2006 2006 2006 2006 2007 2007 2007 2007 | 2008 2008 2008 2008 2009 2009
84.9 82.2 317 816 81.9 79.3 77.0 73.3 729 725 725 730 738 144
48 24 11 2.1 0.6 38 49 13 0.5 0.9 1.7 2.3 28 29
34 315 24 1.7 4.2 2.6 1.0 26 26 23 2.1 2.1 2.2 2.1
1.8 5.1 30 -2.0 3.8 6.0 1.7 43 3.2 2.3 2.2 2.1 2.3 2.3

tadividual pane! members forcoasts are on pages 4 through 9. Hisiorical daia for interest rates excepd LIBOR is from Federal Reserve Release (FRSR) H 15. LIBOR gquotes avail-
able fsom The Walt Street Journal, Definitions reported here are same as those in FRSR H.15, Treasury yields ar¢ reported on z constant maturity basis Historical data fer the U S,
Federal Restrve Board's Majoz Currency Index is from FRSR H 10 and G 5. Historica) deta for Reat GDP and GDF Chained Price index are from the Burcau of Economic Analy-
sis (BEA) Censumer Price Index {CPi) history is from the Depariment of Labor's Bureau of Labor Statistics (BLS) 'Figures for 4Q 2007 Real GDP and GDP Chained Price
Index are consensus forecasts based an a special question asked of the panelisis (see page 14). Figures for Q5 2007 Major Currency Index and Caonsumer Price Index are

aciuals.
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TESISEWER EXHIBIT NO. 1
Schedule PMA-12
PageBof 9

Total Environmental Solutions, Inc. - Treasure Lake Sewer Division
Derivation of Mean Equity Risk Premium Based on a Study

Using Holding Period Returns of Public Utilities

Over A Rated
Public Utility Bonds

AUS Consultants -

Line Liility Services

No. Study (1)
1
Time Period 1928-2006
1. Arithmetic Mean Holding Period
Returns (2):
Standard & Poor's Public
Utility Index 11.1% %
2. Arithmetic Mean Yield on:
Moody's A Rated Public Utility Bonds 5.60
3 Equity Risk Premium 4.51 %

Notes: (1)  S&P Public Utility Index and Moody's Public Utility Bond Average Annual
Yields 1928-2008, (US Consultants - Utility Services, 2007).

(2)  Holding period returns are calculated based upon income received
(dividends and interest) plus the relative change in the market value of a

security over a one-year helding period.



TESI-SEWER EXHIBIT NO. 1
Schedule PMA-12
Page 9 of 8

Total Environmental Solutions, Inc. - Treasure | ake Sewer Division

Value Line Adjusted Betas for

the Proxy Group of Six AUS Ulility Reports Water Companies, the
Proxy Group of Four Value Line (Standard Edition) Water Companies

Proxy Group of Six AUS Utility
Reports Water Companies

American States Water Co.
Aqua America, Inc.

Antesian Resources Corp,
California Water Service Group
Connecticut Water Service Inc.
York Water Co.

Average

Proxy Group of Four Value Line
(Standard Edition) Water
Companies

American States Water Co.
Agua America, Inc.

California Water Service Group
Southwest Water Company

Average

NA = Not Available

Value Line
Adjusted

Beta

1.00
0.90
NA
1.15
0.85
0.50

0.88

1.00
0.90
1.16
1.00

1.01

Source of Information: Value Line Investment Survey, January 25, 2007

Standard Edition and Small and Mid-Cap Edition



TESI-SEWER EXHIB!IT NO. 1
Schedule PMA-13
Page 10f3

Total Envirgnmental Solutions, Inc. - Treasure Lake Sewer Division

of the Capital Asset Pricing Model for
the Proxy Group of Six AUS Utility Reports Water Companies and the
Proxy Group of Four Vialue Line {Standard Edition) Water Companies

Proxy Group of Four

Line
Proxy Group of Six AUS Ultility Value Line (Standard
No. Reparts Water Companies Edition} Water Companies
1. Traditional Capital Asset
Pricing Model (1) 1062 % 10.80 %
2. Empirical Capital Asset
Pricing Modet {1} 10.17 % 10.98 %
3. Conclusion 10.40 % 10.89 %

Notes: (1) From page 2 of this Schedule.




Proxy Group of Sbc AUS Ulifity
Reports Water Companies
American Stales Water Co.
Aqua America, Inc.

Artesian Resources Corp.
Calilomia Waler Service Group
Connetlicul Waler Service Inc.
York Water Co.

Average

Proxy Group of Faur Value Line
(Standard Egition) Water Companles
American Stales Water Co
Agua America, Inc.
Califernia Water Sarvice Group
Southwest \Waler Company

Average

Proxy Group of Six AUS Ulility
Reports Water Companies
American Stales Water Co.
Aqua America, InG.
Adeslan Resources Corp,
Calitornia Water Sarvice Group
Connecticul Waler Sarvice inc
York Water Ca.
Average

Proxy Group of Four Value Line

(Standard Editfon} Water Companies

American Siales Water Co.
Aqua America, Inc.

Califernia Waler Service Group
Soulhwaes! Water Company

TESI-SEWER EXHIBIT NO 1
Schedule PMA-13

Fage 20f3
Tolal Environmentat Sotutions, Inc. - Treasure Lake Sewer Division
Indicated Common Equity Cost Rate Through Use
of lhe Capital Assel Pricing Model
1 2 3
Company-Specific CAPM Result
Value Line Risk Premium Including
Adjusied Based on Markst Risk-Fres
Beta Premium of 7.20% (1) Rale of 4.32% ()
Tradilienal tal Asset Pricing Model {3

1.00 7.20 % 1152 %
090 G 48 10 80

NA, NA NA

115 828 1260
085 612 1944
0.50 3.60 7.92
0.88 £.34 % 10.62 % (4)
1.00 7.20 % 1152 %
Q.90 648 1080

115 8.28 12.60

1.00 7.20 11.52

1.04 7.29 % 10.80 % (4)

Empirical Capital Asse! Fricing Mode| (5)

1.00 720 % 1152 %
0.90 666 1098

NA NA NA

1.15 am 1233

085 639 10.71

0.50 4.50 B.82

0.88 B.55 % 10.17 % (4)
1.00 7.20 % 11.52 %
090 6.66 10.98

115 am 1233

1.08 7.20 11,52

1.01 7.27 % 10.98 % (4)

Avarage

See page 3 for notes,




TESI-SEWER EXHIBIT NO. 1
Schedule PMA-13
Page 30of 3

Totat Environmental Solutions, Inc.— Treasure Lake Sewer Division.
Development of the MarketRequired Rate of Return on Common Equity Using
the Capital Asset Pricing Model for )
the Proxy Group of Six AUS Utility Reports Water Companies and the
Proxy Group of Four Value Line {Standard Edition) Water Companies
Adjusted 1o Reflect a Foregasted RiskFree Rate and Market Return

Notes:

(1) For reasons explained in Ms. Ahern's accompanying direct testimony, from the three previous month-
end (Nov. ‘07 - Jan. '07), as well as a recently available (Feb. 15, 2008}, Value Ling Summary &
index, a forecasted 3-5 year {otal annual market return of 15.06% can be derived by averaging the 3-
month and spot forecasted total 3-5 year tolal appreciation, converting it into an annual market
appreciation and adding the Value Line average forecasted annual dividend yield.

The 3-5 year ayerage total market appreciation of 50% preduces a four-year average annual
return of 12.99% ((1.63°°) - 1). When the average annual forecasted dividend yleld of 2.07% is added,
a total average market return of 15.06% (2.07% + 12.99%) is derived

The 3-month and spot forecasted total markst return of 15.06% minus the risk-free rate of
4.32% (developed in Note 2)is 10.74% (15.06% - 4.32%). The Momingstar, Inc. (lbbolson Associales
Jcalculated market premium of 7.10% for the period 1926-2007 results from a total market returnof
12.30% less the average income return on long-term U.S. Government Securities of 5.20% (12.30% -
5.20% = 7.10%). This is then averaged with the 10.74% Value Line market premium resulting in a
8.92% market premium. In Ms. Ahem's opinicn, the currentand recent substantial decline in the siock
market is extraordinary and not representative of the expected long-term. Consequently, in this
instance, Ms. Ahern will not consider what she believes is an extraordinary expected capital
appreciation and instead will rely only uponthe 7.20% historical market premium which will be then
multiplied by the beta n column 1 of page 2 of this Schedule.

2) Average forecast based upon six quarerly estimates of 30-year Treasury Note yields per the
consensus of nearly 50 economists reported in theBlue Chip Financial Forecasts dated January 1,
2008 (see page 7 of Schedule PMA-12.} The estimates are detailed below:

30-Year
Treasury Note Yield

First Quarier 2008 4.20%
Second Quarter 2008 4.10
Third Quarter 2008 4.20
Fourth Quarter 2008 4,30
First Quarter 2009 4.50
Second Quarter 2009 4.60

Average
{3) The traditicnal Capital Asset PricingModel (CAPM) is applied using the following formula:

Rs = Rr + B {Ru- Re)

Where Rg = Return rate of common stock
Rr = Risk Free Rate
B = Value Line Adjusted Beta
Ram = Return on the market as a whole

(4) includes only those indicated cormmon equity cost rales which are above 7.95%, i.e., 200 basis points
above the prospective yield of 5.95% on A rated Moody's public utility bonds (page 1 of Schedule
PMA-12) and those indicated common equity cost rates which are equal to or less than 11.45%, i.e.,
550 basis points above the prospective yield on A rated Moody's public utility bonds of 5.95% {page 1
of Schedule PMA-12),

() The empirical CAPM (CAPM) is applied using the following formula:
Rs=Re+.25{(Rm -Re }+.753 (Ru -Rr)

Where Rs = Return rate of common stock
Rg = Risk-Free Rate
B = Value Line Adjusted Beta
Ru = Return on the market as a whole

Source of Information:  Value Line Summary & Index

Blue Chip Financial Forecasts, February 1, 2008
Value Ling Investment Survey, January 25, 2008, Standard Edition and Small and Mid-Cap

Edition
2008 Ibbotson Risk Premia Over Time Report- Estimates for 1826-2007, Morningstar, Inc.,
Chicago, IL, 2008




Tolal Enviropmenta) Selutions, Inc, - Treasurs 1.ake Sewer Bivision
Comparabie Eamengs Analyss
far a Proxy Group of One Hundred Fity-One Non-Ulity Companios Compamble (o the

Proxy G ol §lx £ ris Water Gomparies (1

Siandard Raie of Retumn on Book Commen Equity, Net Worth or Pariners” Capital
Praxy Group of One Hundred Filty-One Non-Utility Error Stendard S-year Averago 52 5-Yonor Projeciad (3]
Cempanms Comparable to tha Proxy Group of S Agl. Unadj. af the Deviation Sudenf's Studenl's
Six AUS Unility Raponte Water Comparas (1) Bela Bela Regression of Bela Porcent Statisuc Pereant Statstic
Alrgas (nc. 1.05 104 3.08%4 0.1189 1240 % {0.53) 14.50 % {0.29)
Allergan inc. 0.85 0.74 2.7965 0.1068 28.96 134 18.50 0.2¢
Allant Techsystoms 1.00 0.94 26151 0.0838 2692 108 15 50 {0,159
Alfed Capital Corp. 0.7% 058 28839 0.1093 15.84 {0.15) 21.50 087
Amer. Cap, Siategias 1.05 107 2.8020 0.1101 11.86 (0.59) 7.50 (.25
Amer, Graetngs 070 0.54 3.0783 5158 7.24 (1.08} 10.00 o.en
AmerisowceBergen 0.50 277 3961 0.3207 10.54 0.74) 12.00 (1%}
Amgen 075 0.57 3.0845 0.4170 15,02 {0.24) 18,00 0.19
Anadarke Petyglewm 095 0.89 32351 @120 16.88 (0.03) 14,50 (0.28)
Applied Blosysiems 0.80 [X:74 32173 0.1228 1522 [o.22) 19.00 033
AvalonBay Commumiles 095 0.92 26579 0.1015 10,98 (0.69) 11,50 (070}
Beckman Coutler 0.70 0.50 29144 01113 19.1§ 0.22 13.00 (0.50)
Bed Bath & Beyond 1,10 111 3.0081 0.1348 2244 0.58 22,00 088
Berkisy (W.R.) 1.00 a.59 2.6957 0.9028 17.68 0.06 12,00 (0.63}
Biack & Detkor 1.05 1.02 2.8635 0.1083 318 (4 222 21.00 0.0
Block (HAR) 1.05 w4 2.9987 0.1145 3.5 1.58 25.50 122
Bob Evans Farma 1.00 0.93 20002 0.1134 8.10 (0.90) 13.50 (0.43}
Brinker inft 0.80 078 3.2608 0.1245 17.95 0.08 “1.00 {4} 334
BristobMyars Squibb 1.00 0.93 27085 0,1034 2364 0.72 27.00 1,42
Srown & Breyn 0.80 &0 2797 0.1038 20.44 0.38 15,50 {0.15)
Brunswitk Carp. 1.20 1.24 3.1660 0.1209 13.00 {0.46) 11,50 (.70}
Bunge Lid. 0.85 072 3.zr58 0.1251 14,42 {0.31) 11.00 {0.77)
Burington Northem 1.05 1.06 2.5804 0.098s 12.66 (0.48j 16.50 ©.02t
CBRL Group 080 084 32240 0,1269 18.29 0,12 2850 163
CVS Caremark Corp, 0.80 0.68 25049 0.4417 172 (038 11.50 {0.70}
Cariisla Cos. 1.00 0,84 2.7600 0.1054 18.24 (0.10) 14,50 {029
ChorePaint Inc. 0.80 0.85 31423 0.1200 17.42 0.03 18,50 o.40
Cintos Comp. 1,05 1.02 26631 o7 15,20 (0.22y 14,00 (0.28)
Coca-Cota Bottiing 0.80 0.69 33145 0.1266 4132 4 2.90 12,50 8,40
Cammerts Bancom NJ 1.05 1.01 30840 0.4181 14.20 0.33 14,00 {0.36}
ConocoPhlllips k1] 0.82 2.7601 0.1057 15.48 (0.161 19.50 {0.84)
ConsteBalion Brands .85 0.72 33186 0,1266 12.70 {0.50) 1000 .81
Corrections Corp, Amer. 0.85 0.73 30969 0.1182 11.90 {0.59) te00 (038}
Costco Wholesale 0.90 0.82 2.9052 ALY 1562 [GX:7] 1700 0.05
Curtiss-Wight 1.00 Deg 28289 01080 10.94 0.69) 12.50 O 57
Cytec Inds. 1,05 1.02 29554 0.1128 12.10 {0.58) 1350 [0.434
Defl Inc. 160 058 3.1808 0.1207 57.52 ¢4} 4.48 20,50 0.53 no -~
Developers Div, Rty 0.90 0.82 27230 0.1040 120 {0.68] 1050 {0.84) o0 Mm
Diebad Ing., 1.00 1.00 29891 01141 13.92 0.361 20.50 0.53 Q=
Dionax Corp, 0.85 0,90 3.0203 0.1153 21.50 0.48 2350 0.94 ® 8 —
Danatdson Co, 0.95 .80 266668 0.8 2174 051 19,00 032 == W0
Donneday (R.R) & Sons 0.05 030 2.6271 0.1003 .72 {0.28} 14,50 .20y - og M
East West Bancomp 1,60 0.92 32934 0.1257 15.30 {0.21} 1350 (0.42% - ) E
Edwards Lifesciences 0.80 a8d 2.6679 a.1a019 15.46 (o.08} 16,00 (0.08} a = m
Enargtzer Holdings 0 0.48 3,2643 0,1246 55.72 (41 438 22.50 0.81 o)
Equiax Inc. 0.95 0.9t 2.5663 0.0880 4648 (4) 3268 17.50 0.2 :?
Equity Residantial 0.85 0.80 2.6053 0.0995 360 0.5 8.50 (1.39 = Q
Ethan Afen Interiors 105 108 31881 05,1219 18.22 0.12 16 50 {0.02) » T
Fannia Maa 1.00 0.987 29181 01114 278 0.51 12,00 {0.63) =
Federal Rily. Inv. Trust 0.95 0.85 2.7373 0.1045 11.98 {0.58) 13,00 (0,50 [ve]
First Gommgaweaith 105 1,03 2.5760 0.0984 10.02 10.80 8,50 (.an =
Flsesv Inc. 1.00 0.86 2.6423 0,1009 18.08 0.12) 13,50 043 =
Freddin Mac 0.95 0.85 26154 0.0999 15.52 {0,181 11,50 (0.70) )
GAK Services 'A' 1,05 1.08 2.1204 0.1491 5.68 (0.92) 9.00 (1.06) A
Gladsiona Capitat , 0.70 050 28496 01012 9.17 0.89) 0.0 [CX31 .
Global Payments 0.85 n.88 32430 0.1238 14.98 [0.25) 14.50 (0.29)

GEco Ine, 1.05 1.07 2.7185 0.1038 4358 (4) 2.0 40,50 {4) 3.28




8 i - sure Lake
Comparable Eamengs Analysis
for a Proxy Group of One Hundred Fifty-Cne Non-Ulily Companies Comparzble (o the
Proxy Group of Six AUS Uity Reports Water Companes (1)

Standard Rata o Returm on Book Comman Enuuty, Nol Worth or Porners' Capuet
Proxy Group of One Hundeed Fifty-One Non-ULkty Error Standard S-year Averaga (2) 5-Year Propecied (31
Companwes Camparable to tha Proxy Group of Six A Unadj, of the Doviation Student’s Sludent's
Six AUS Uty Reporls Water Companies {1} Baja Bala Regrassion of Bewa Parcent Statislic Percent Stalistic
HHi Corp. .85 0.73 37T 01191 18.52 a.15 20.00 0.48
Hangock Hokling 0.85 0.92 40404 0.1162 12.88 {0.48) 1300 (.50
Harle-Hanks .80 .64 2,5886 0.0581 18,58 0.6 7.00 0.05
Hasto Inc. 1,05 102 2.6546 0.1914 13.28 [t.443 19,00 0.33
Healthcara Rty Trust 0.90 Q.78 3.0410 0.1181 6.10 oz 7.50 (1251
Hanry {Jack) & Assoc, 105 107 3.0340 0,4158 14.80 0.25) 15.50 [0.15)
Hilenticand Inds, 0.85 0.78 2.8613 ¢.1016 19.30 024 14.00 (0.38}
Hoa Dapot 1.00 0.4 2.6443 01010 2062 0.38 33.00 (40 2,25
{DEXX Labs. a.70 a5t 32382 0.1238 18.00 0.10 20.00 D48
HOR Corp, 0.85 092 11723 0.1211 12.80 0.47y 18.50 0.40
ingles Markols 085 0.7y 3.4559 01305 9.60 0.84) 16.50 {0.02)
Interacive Data 0.90 %1 2.5568 6.0978 9.86 0.81) 12.00 {0.631
fron Mountas o080 a.81 2.9681 0.4133 7.88 (1.04} 12.50 .5
Jonas Apparel Group 0.85 0,91 33205 0.1388 12.70 0.50) 8.50 (11
Joumal Commurscations 085 074 2.7536 01261 13.64 0.3% 1K Q.7
Kally Services A 110 110 2.9351 01121 14.58 {0.23) a9.50 (0.98)
Mimeo Reatly 05 [:T%] 2.6700 01018 11.82 10.60) 13.50 043
Kroger Go. 1.05 1.03 26254 th 1002 24.30 0.79 22.50 081
L3 Communc, Hidgs. 1.05 1.05 2.8349 0.1083 10.74 0.7 1.0 [Rxd]
Laboralery Com, 0.80 0.66 2.920% o115 18.72 0.17 20,00 0.40
LEder (Esian) 0.80 oas58 30513 0.918p 21,50 DB 37.00 [4) 2.80
Leo Enterpnses 0.75 0.6t 28570 01014 9.64 .84 5.50 (1.53
Lepgett & Plail 105 1.03 26744 0.1097 "2 081 15.50 10.15)
Liz Claboma 1.00 6.94 2.7384 0.1046 1476 (027 9.50 (o.5m
Lowe's Cos, 1.10 .08 2.8588 0,1092 18.74 017 1500 @
Mack-Cali Rty 0.85 070 26416 0.1009 716 nin 6.00 {1.48}
Magna Inlt'A 1.00 L 1°0:] 26411 0,108 11.48 (.84 11.00 ©.m
Manathon Oi Camp. 1.05 108 3.2083 11225 20,38 0.3s 18.00 [LR1:)
Maltod Inc. 0.90 0.7% 2.7941 01050 23.14 0.68 30.00 1.84
Matthews Inft 110 141 24574 0.1091 18.22 0.12 17.00 0.05
McOonald's Comp, 10% 107 27231 0.1040 16.86 0.041 2500 118
Media General ‘A’ 0.0 0.85 28070 01102 8.40 11.20) 500 (1.5
Microsoft Corp, 0.95 0.89 2.56%94 00984 2.0 0.54 37.50 {40 205
Miiipors Corp, 080 081 28558 0,1090 19,78 028 2000 48
Hew York Comemunity 0.90 0,80 227 0.1040 10,98 0.69) +2,00 {0.631
Newgl Rubbermaid 1,05 1.02 2.8951 0.1105 2260 0.80 21.00 0.60
Noble Enargy 1.00 0.98 23077 0.1263 15,70 0.1 1000 k)] -
O'Reilly Aitamotive . 1.85 103 2.9785 .37 12.68 0.47 2300 (0,50} & o
Oezidantal Petroleum 105 104 2.9503 0.4528 2220 0.5 1250 5N Q Fp
Oracle Corp, 1,10 1.08 3.1842 01220 33.48 1.81 32.50 {4 2,18 @ g -
Owens & Minor 0.95 0.90 31012 0.1184 13.50 .41 1300 (0,501 Ne o
Pactiv Corp. 100 0.9 2.9343 0.112¢ 7208 0.54 7.50 0.1z ol
Pall Com, 1.00 0.98 2.6467 0.1126 12.69 (0,501 \7.50 0.az == E
Papa John's Int 085 [13:]] 3.0717 D973 29.42 1.38 20.00 048 a ! m
Paythex Inc, o085 0.85 2.8037 01109 27.38 1.13 41.50 (8 344 = 0
Pann Virgena Res. 0.85 071 2.9619 £.1131 19.42 0.25 18.00 0.8 >
Penn. RELT. 0.0 0.67 2.9658 0.1140 570 (1.28) 8.50 {1.39) =M
People’s United Fin'l 0.90 O.o4 3.0088 0.1148 7.82 {1.04) 8.30 {1.42) - >:E
Pepsi Bottiing Group 0.80 669 2,9550 0.1128 23,42 (1] 18.00 019 =
PepsiAmencas ine. 0.85 a.rr 2.6000 0.0993 10.54 (0. 74} 12.00 .50 o))
Plizer inc. 0,85 674 24950 0.102% 26.98 1.08 19,00 0.33 3
Progresswve {Oko: 0,80 6164 2.5844 0.0987 2436 0.80 23.50 0.64
Prolags 0.95 0.91 27270 0.1041 078 (©.94) 12,50 © 5N Z
Public Storage 0.95 0.89 27681 0.1057 7.50 .08 6.00 11.46} O
Quest Diagnastics 070 0.49 30474 01164 19.50 0.30 18.50 10.02) .
RPM Intl 1,00 0.96 2.9829 01139 14 66 {028} 17.50 012

Regiz Corp. 105 104 2877% 01437 4 {0.321 10,50 (1.7}



Toljl Envrenmental Uons, e, - Traagyr ke Sawer Divisy
Compazrabie Ezrmings Analysis
for a Proxy Group of One Hundned Fifty-One Nen-Uility Comparues Comparatie (o the
X of Six AUS anuas {1
Siendard Rata ol Relum ¢n Book Common Equily, Net Worlh ac Poanneis’ Capilal
Praxy Group of Qe Hundred Fifty-One Non-Ulty 2 Standard S-year Average (2) 5-Year Peojected (3}
Companias Comparatila to the Praxy Groug of Six Ad). Urad,. ol lhs Daviation Shedenl's Student's
Slx AUS Ulility Reports Waler Companies {1) Bela Beta Regression of Bela Petcent Stalistic Parcan Statisie
Rospirenics Inc. 0.80 0.64 12358 0.1235 13.20 (0 44) 13.50 (04N
Ruddick Carp. 1.00 094 2.991 1142 11.686 (0.61) 11.00 m
SLM Compormblon .70 0.51 3.2637 0.1246 4354 (4 293 22.50 D
STERIS Comp, [R:1] 072 32012 01222 11.88 (0.59) 1350 [URE]
SUPERVALU INC. 090 0. 289433 01124 12.00 {0.58) 11.50 oo
Saleway Inc. 1.05 1,02 3.2506 01241 19.52 026 14.50 029
Schen {Henry) 080 057 3.2580 01244 13,10 (0.45) 18.00 009)
Schenng-Plaugh 1.05 1.05 A.2578 0.1244 11.24 (068} 17.00 005
Scolts Mirade-Gro 1.08 108 29627 0.1131 1298 .47y 2250 1.1}
Selective Ins, Gioup 095 0.92 2.72%0 0.1042 10,72 0.72) 1200 [0&N
Sensient Tachn, Q95 0.88 21999 ©.1069 11.92 @.581 11.50 10,70}
Sherwin-Williams. 1.05 1 2.6847 0.5025 2512 .88 23.50 094
Simgn Fropenty Group 1,00 044 2.5843 0.0987 9.04 .50 12.50 (0.4%
Smithfield Foads 0.90 .61 3.1387 D.11%8 9.12 0.8m 9.50 {0.98)
Snap-on inc. 0.95 0.92 2.5547 0.0975 980 {282} 16.50 {0.02)
Sonic Corp, a.sQ 0.84 3.0597 0.1t68 19.78 0.29 29.00 170
Souttrwest Airlines 0.95 0.86 26878 0.1104 B.44 (1141 10.00 o.an
Soveregn Bancorp 1.10 1.08 2.7859 01064 na2 {0.68) 1200 {0.631
Starbucks Comp. c.80 9.81 3,2525 0.1242 18,22 012 25.00 1.15
Stryker Comp. 0.85 0.77 2.8332 0.1082 21.60 043 24.00 1
Sybase Inc. 055 0.68 32208 0.1230 128 {0.68) 13.50 {043
TdX Campanias 0.85 o.ea 248186 0,1078 30.42 () 238 35.50 {4) 273
Targei Com. 1.10 110 2.8668 0.1095 16.66 0.08y 18.50 0.40
Techna Com. 1.05 1.04 3.2047 01224 20.48 037 17.00 .05
Taro Ca. 1.10 1,10 2.8965 1108 24.80 0.85 33.00 {4} 22%
Tolxd System Sves. 1.00 0.86 2.30p8 0.1263 19.44 625 1350 (047
UnilgdHaalth Group 0.7o 0.54 31660 0.1209 2576 0495 25,00 1,18
Untversat Corp, Q.85 [Aa] 2.6596 0.,1015 1322 {0.44} 12.50 {0.57}
Viad Comp. 1.05 1.05 3.0969 ©.1568 1118 0&N 1000 {08 g H]
W.P, Carey & Co. LLC 0.70 047 2744 0.1044 6,74 0.83 14.5¢ (o289
Walgrzen Co. 080 0.68 268773 0.1022 16.74 {0 05} 18.50 o
Weingarten Realty 9.99 082 2.5667 0.0880 12.84 iD.48) 1.00 0.7
Wamer Enlorprises 1.10 1.08 32449 0.1240 40,78 [ A 2T 8.50 {1111
Wolvarine Worlld Wide .05 1.04 32548 0.1242 14.38 {0.211 17.00 0.05
Worid Whasting Ent a.8a Q.68 3.2573 a.1247 L8 {082} 2400 10
Wyelh 0.95 689 2.9045 01109 324 1.78 24.50 108
Xerox Com. 1.00 0,97 2.9533 0.1128 14,32 332y 14.00 (0.3 oy -
Avarage 0.94 087 2.9269 0.1122 3 g. le'l
o 8 -
Average for the Proxy Group of Six ‘g _::_ r(ﬁ
AUS Ulifity Reparts Water Companies 0.88 077 29385 {§)  0.1122 = ® é
=7
Mean 15.58% 15.33% oz
st I LE =2
Conclusian (6) _546% _I6) Lm
n X
L
Conservalive Maan (7} 13,87% 13.89% E
Conservative Concusion (B) 11.88% (6} -
————— bt
See pages 15 and 16 for noles, p
=N
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Q | Soluti ne, - Treasurs Lake s1on
Cornparable Eamings Analysis
tor @ Proxy Group of Twe Hundred Thrae Non-Ulity Companies Comparable (o e

Proxy Gioup of Four Valus Ling (Standar Edjtion} Walef, Sompares (8)
Standam Rala of Relym gn Book Comman Equity, Net Wosth o Partners Capial

Proxy Group of Two Hundred Thae Non-Litlity Eftor Slandard S-yaar Avecage (2} 5-Year Projectod (3}

Compasues Cemparadie to tho Proxy Greup of Four Adl. Unad;. al ihe Cewation Sludent's Student's

Value Une ¢ Edition} Water Comp (8} Hela Bota Regmssion of Bala Parcant Stalisliy Purcent Stalistle

ABM indusinies Inc. 0.85 077 34680 10,1324 966 % {0.62} 1300 % (G 481

Advance Auto Parts 1,00 054 34723 0.1326 2406 1.00 1750 Q.18

Affiialed Computer 110 1.08 34519 1316 13.28 {037 16.50 002

Awrgas Inc. 1.05 1.04 1.0814 0.1189 12.40 (0.48) 14.50 (0,281

Atany Infl'A' 110 1.14 2.8186 0.1084 1200 (0.53} 1350 €39

Alemarie Corp, 110 113 27940 0.1067 12.94 {0443 1800 023

Alergan Inc_ 085 074 27965 0.1068 28.96 162 15.50 017

Amer. Cap. Sirelegies 1.05 1.07 2.8829 0110 11.86 [0.55) 1.50 §1.224

AmansourcaBargen 0.80 0.77 3.1611 0.3207 1054 {0.71) 12.00 (0.80)

Anadarke Petroloum 0.95 0,89 3.3251 03231 16.88 0.08 14.50 {0.26y

Antder tntt 1.25 i 3.1205 0.1185 11.42 (0.60) .00 0.00

Annaly Capdal Mgt 1.00 097 33817 0.1281 482 (148 300 (1.84)

Apacka Corg. L.B5 .88 J.4355 213312 18.02 0.Jg .50 {0.67}

Applied Blosystems 0.80 0.62 3.2973 0.9228 15,22 .42y 19.00 037

Apnia Healthcare 0.90 0.78 3.4445 0.1315 26.54 133 11,50 sn

Arther Daryels Midrd 1.00 0.94 3.3769 0.1289 922 (0.88) 1300 0 a0

Baldor Electric 1,15 118 2.7e42 G,1055 12.16 {©.51} 14.00 0.3

Bames & Noble 510 [A7] 3.0841 G.1652 11.92 {G.54} 12.50 {0.53}

Bed Bath & Beyond W10 (R3] 3.0081 0.1148 22.44 0,70 2300 092

Berkley (W.R.) 1,00 0.95 2.6857 0.1629 17.68 019 12.00 {D.00)

Black & Dacker 1.05 1.02 28635 0.5093 3718 (@) 188 21,00 0.64

Block {H&RY 105 1.04 2.0987 01145 152 194 25.50 128

Bob Evans Famns 1.00 093 2.9692 0.1134 8,10 {0.69) 13.50 10.39)

BorgWamer 1.20 1.29 2.9573 D,1129 14.04 a.2n 15.00 0.1

Briggs & Stration 115 118 3.2697 0.1248 1402 ©.27) 14.00 0.32)

Bank's (Tha} Ca. 110 111 3.3501 0.1279 10,88 a7 12.00 ©.o0

Brinicer InT) 0.90 o.7e 3.2606 01245 17.98 023 41,00 {4) 140

Bristol-Myers Squibb 1.00 093 27085 0.1024 23.84 .95 3550 {4} 285

Brgwn & Brewn a.sq 079 21197 0,1038 20.44 0.54 15.50 {0.12)

Brunswmck Corp, 1.2¢ 1.24 A.1660 0.1209 13.00 (0.40} 1,50 @07}

Bucile (Thellnc, 0.5 0.91 3.4532 0.1318 14.62 20 17.50 0.18

Bunge Lid. 0.85 072 32758 0,125 14.42 {022} 11.00 {0.74)

C.H. Robinsen 1.05 .00 3.3440 0.1277 24,24 102 26.00 13

CHRL Group 0.80 0.4 3.3240 0,1289 18,28 0.27 20.50 1.60

CIT Group 120 1.28 3.3442 0.3277 13.04 {0,409 12.00 {0.003

CLARCCR Ine. 1.0 1.14 2.9688 01134 15.12 0.1y 14,50 (G 263

CSX Camp, 115 197 2.7128 0.1038 8.38 10.99) 15.50 9.12)

CVS Caemark Comp, 0.80 0,68 25249 01117 13,72 (031 1,50 0.87)

Cabot Comp. 110 112 0442 0.1162 1068 (G673 14.00 16:32)

Caomeron it Camp, 0.85 082 3.2806 0,291 5.88 0.80) 23.00 0.92 T

Carisle Cos. 1.00 094 27600 0.1054 1524 0.9 1450 {0.26) S8 g

Casey's Genl Slares 110 113 31215 0.1182 0,98 0.78) 13.00 (0,48} o © 2

Calemilar Ing, 1.20 1.25 2.7304 0.1042 264 167 28.50 1.80 a2 ('n

ChoicaPain| Ing, 0.80 065 3.1423 0,1200 17.42 0.8 18.50 044 o =3 m

Ciseo Systems 120 128 3.2280 01232 18,82 LET] 2700 1,47 = @

Coca-Cola Bottiing @.80 0.68 33145 0.1266 43.32 (4 344 18.50 0.44 -9 E

Columbla Sportswear 1.00 087 23606 0.1283 18.12 0325 1400 {0.32) a2 m

Commerce Bancamy NJ 1.05 1.0 1.0840 0,181 1420 0.25) 1400 [LEF] B A

Computer Scrences 0,85 080 33494 0,1279 944 (0 851 10.50 . [

Con-way Inc. 1.10 109 33446 Q277 18.50 0.29 17,00 0,08 = Q

ConoecoPhilips [X:0] 0.82 2.7691 0.1057 15,46 (0091 1050 aan T

Consieflalion Brands 0.85 072 33166 01266 12.70 (044} 10.00 (0.08) =

Com Products Infi 0.90 0.80 34631 03322 aze (1.00 13.00 R.46) @

Corrections Corp, Amer. 0.85 0.75 3.0859 0.1182 11,90 10.54) 14,00 ©.32) -

Cosico Wheiesale 0,80 0.82 29052 0.1308 14.82 10.58) 17.00 009 =

Curtiss-Wright 1.00 098 28289 0,1080 10.94 0.66) 13,00 {0,48) e}
=N
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Telal Envitonmental Soktions, Iog, . Tieasure Lake Sawer Divisrion

Comparabls Eamings Analysis
for a Praxy Group of Two Hundred Threa Non-Ublity Companies Comparable 1o the

Proxy Group of Four Velug Ling {Standard Edilion} Waier Compandas {8)
Slandard Rate of Rolwn on Beok Commen E Kol Worth o Patnoie’ Capital

Peuxy Groug of Twe Hundred Threa Nen-Utility Eumror Standard S-year Average (2) S-Year Projecied (3)

Comparses Comparable to the Proxy Group of Four Adj. Unadj. of the Deviation Studant's Studenl’s

Valu= Line (Standand Edition) Waler Compar=s ] Betn Bata Regrassion ol Bala Paorcent Statisle Pefcen Siatislic

Cytec Inds, 1.05 1.02 2.9554 01128 12,10 (0.52) 13.50 o33

Dalascope Corp, 115 1,20 32783 ©.1252 8.00 {t.03) 9.00 (1.02)

Deere & Co, 120 129 26815 0.1024 17.68 (1] 20.50 0,57

Dol Inc, 1.00 .99 3.1608 01207 5152 4 50 20.50 057

Developars Div, Rly 0.0 0.62 2,7230 0,1040 11.20 06 10,50 o811

Diebotd Inc. 1,00 1.00 25891 01141 13.92 0.28) 20,50 0.57

Dignex Corp. 095 0.90 30203 0.1153 21.50 [X:74 2350 699

Ensl Wast Bancoq 1.00 0.92 32934 0.1257 15.30 .14 1350 1026}

Eastman Chamcal 1.1 1,14 2.7995 0.1069 16.20 . 26.00 1.33

Edwards Lifestiences 040 084 28679 ©.1019 18.45 0.04 16.00 0.05

Ethan Aflen Intenors 1.05 103 31664 ©.1210 |22 0.26 16,50 0.02

Fancue Mae 100 0.97 29181 D.1734 21.78 0T 12,00 {0.60)

Fadoral Rity. Inv, Trust 0.85 0.5 2.7373 0.1045 11.96 (0.53) 13.00 [0.48)

GRK Services A" 1,0§ 1.06 3.1204 01181 8.88 (.92 2.00 (102}

Gonlyls Group 1,20 130 33384 01275 1442 0.221 12.00 0.80

Glatfefter 1.15 119 3.4041 0.1300 540 (1.35) 11.50 Q67

Global Payments 0.95 068 2.2430 01238 14,96 015} 14,50 0.26)

Guadrich Corp. 1,20 1.30 3.3353 6.1273 1514 A5 22.00 078

Graco Inc. 1.0% 1.07 27185 0.1038 43.58 (&) .3.47 40.50 (4 4.18

Gramger (W.W.) 1.1% i.18 277 0.1035 14.30 {0.24) 17.80 0.20

Gritfon Corp. 1.05 1.02 3.3450 01278 13.94 {0.28) 1050 1081

HNI Corp, 0.85 073 3167 0,1191 18.52 0,30 20.00 0.50

Hanoock Holdlng X 0.92 30444 0,1162 12.86 (0.42) 13,00 £0,46)

Hamal'y Entertan, 0.85 0.69 26672 01018 15.40 {0.10) 13.00 {0.48)

Healthearn Rty Trust 0.80 ©.78 35410 0.1181 6.10 (2n 8.5 [1.28t

Henry (Jack) & Assac. 1.05 107 3.0340 0.1158 14,50 (0,181 1550 0.12)

IHOP Corp. 0395 D52 3172 [EF2E 12,98 (409 18.50 044

Imation Corp, 0.80 0.78 3.4028 06,1299 B.40 @88 6.50 (1.26)

Inglas Markets 0.85 0.7t 3.1559 0.1205 950 (0.831 18.50 002

Intel Com, 128 1.32 3.3552 0.1281 18.34 Q.02 21.50 0.7

Invacare Corp. 075 n&2 3.3660 0.1285 1002 .78} 10.00 0.88)

Iron Mauntan 0.90 081 2.9681 0.1133 7.88 (1.05) 1250 .53

Jacobs Engmeanng 1.20 127 31959 01220 14,18 {0.251 17N 0.09

Jones Apparel Group 0.85 0.91 33205 0.1268 1270 044} 8.50 [1.08)

Joumal Communications 0.85 074 27538 0.1264 1364 0.32) 11.00 (0.74)

Kaydon Corp. 1.20 125 2.8384 6.1083 12.46 {047} 14,50 ©.28

Kedy Servicas ‘A* 1.10 1.10 2.9351 R.1121 14.50 (0.20 950 .95

Kimco Reatty 0.85 0.89 26700 0.1019 11.82 [0.551 12.00 {0.60}

Kby Corp. 1.20 1.28 2,9706 G134 12.44 0.4N 12.00 (060 4

L3 Commumic. Hidgs. 1.05 1,05 28380 0,1083 10.74 {D.,69) 11.00 0.74) 3 g:' m

Laboratory Corp. 0.80 068 2.8205 01115 18.72 032 20.00 0.50 Q Jm

Landry's Restaurants 195 1.18 3.4068 0.1300 8.30 {1.00 B SO (108) L

tauder (Estoa} 0.60 0.68 30913 0,180 21.50 0.67 37.00 (4) 2.85 o

LaggsH & Plalt 1,05 108 2.8744 01097 172 {0.56) 15,50 02 o~mMm

Liméted Brands Li§ 1,18 31454 0.1201 888 034 26,00 1.3 =@ E

Lincoin Elec Hidgs. 1.20 1,25 2,8134 0.1074 16.22 0.01 14.50 0261 - T

Lz Claiboma 190 084 27384 a.1048 14.76 ©.18 2.50 @95t azMm

Lowe's Cos, 110 1.08 2.8508 0.1082 18.74 033 15.00 0.19) ) A

Macy's Inc. 1.25 .M 3.0728 01173 10.18 (0.76) 1000 10.88) om

Manpowe [oc. 1,15 1.18 3,0231 Q1154 7o 0.57 1450 {026} Bx

Maraihon Ol Gom. 1,05 1.05 3.2083 0.1225 2036 0.53 1800 0z I

Matiel Inc. 080 0.79 27981 0,5068 2314 .88 20.00 .89 E

Mathows el 110 1,11 28574 0.1091 1822 .28 1100 0.09 -

McDonakd's Cod, 1.05 107 2720 0.1040 18.88 0.09 2550 1,19 —
rd
o
—




&l mental Selutions, lnc. - Traasue Lake Sewer Diviss
Gomparatite Earnings Analysis
for & Proxy Group of Two Hundred Three Non-\ily Companies Comparable to the
Proxy Group of Eour Value Line (Standard Edilion) Water Companies (5)
Standard Rale of Retwmn on Boak Common Equity, Net Werh o Pariery’ Capilp!

Proxy Group of Twe Hundred Throe Nen. ity Efrer Standard S.year Average [2) S-Year Projetted (3)

Companies Comparabla (5 the Proxy Group of Four Adj. Unadi. of tha Oeviation Studenl's Shedenl's

Valug Ling {§tandard Edilon) Water Companias 19} Betla Bela Repressian af Beta Percen Slatisie Pertent Stalislic

McKesson Comp. 0.9G ars 34384 0.1913 12.80 {043} 15.50 10,42}

Media General A" 0.90 083 28820 01302 6.40 {3.24} 500 [1.574

Millipare Casp, 0.90 0.8 2.8558 ,9030 1978 0.46 20,00 0.5¢

Mohawk Inds, 1.10 1.14 29054 01140 1324 {0.37 9.50 (@.95)

Matex Inc. 1,25 1.3 31678 €.1209 a08 (1.02) 8.50 {0,85)

Monsante Co. 115 1.16 3.3677 0.4288 849 {0.99} 17.50 G.16

Mamby Ol Carp, 0.0 0.81 34440 01315 14.64 0.19) 13.50 {0,3%)

New York Community 0.9¢ 666 FXprid 0.1040 10.85 0.68) 11.50 ©6&n

Newek Rubbermaid 1,05 1.02 2.8951 0.410% 22.60 0.8t 21.00 064

Nobfe Energy 1.00 098 33077 01262 1570 10.06) 10,00 (0.84)

Nerdson Caorp. 115 .21 3.3397 Q1275 17.12 Q012 15.50 @121

Norfolk Southem 1.10 1.14 33458 01277 10.70 {0.65) 1400 [0.32)

O'Redlly Autorotiva 1.05 .03 2.9746 0,1137 12,88 {£.41) 13.00 (0.46}

Ocaidantal Patroleum 1.05 1.04 2.9583 0.1129 22320 076 12.50 .50

Qracty Cerp, 110 1.68 3.1842 01220 334B (4 .18 32.50 (a) 223

Oshkosh Truck 1.10 112 3.4260 012 16 0,13 18.50 0oz

Overseas Shiphokiing 1.05 1,08 3.4038 01300 18.20 - 13.00 (0.46¢

Cwens & Minor 085 4.9¢ 3.1012 0.1184 12.50 {0.341 13.00 {D.46}

Pacliv Comp. 1.00 083 20343 02,1120 22.04 0.75 17.50 Q.16

Pall Corp. 1.00 0,98 2.9487 0.1126 12.68 {0.44) 17.50 0.18

Papa John's |ntl 0.95 .81 30T 0,1173 2942 66 20.00 Q.50

Paychax Inc. ¢.85 o.85 2.5007 0.1103 2736 1,42 41,50 {4y 347

Peon Virgia Res. 0.85 [¥al 2.8619 0,113 19.42 0.41 18.00 0.23

Pern. RELY. 0,80 0.67 2.8858 0.1140 5370 (1.33) 6.50 {1.38}

Pantar Inc. 115 1.7 3.3004 0.1260 11.10 ©84) 13.00 {0,48)

Peopla’s United Fint 0.%0 0.84 3.0088 a.1148 7.82 {1.08) 6.50 (1.38)

Pepsi Bytiing Group Q.60 a6e 2.8550 0.1128 23.42 0.92 1800 023

Pfizer Inc. 0.85 0.74 26858 0,1029 26.98 1.37 19.00 03r’

Phitlips.Van Heusen 110 1.14 3.2587 0,244 16.28 002 12.50 ©.5M

Paola Ralph Lauren "A" 1.10 1.14 3.3972 0.1207 15.14 ©.13 t4.50 0.281

Poaot Comp. 0.85 0.87 3.4741 0.1328 30.08 1.78 46.50 (4) 4,18

Prologis 095 [12:7] 27210 a,1041 8.78 {0.94} 14,00 0.32)

Public Storage 0,95 0.88 2.7681 0,4057 750 {1,101 600 [1.43)

Cuaker Chemical 1.15 1.20 34662 9.132% 10.62 10.70) 15.00 {0.18)

RPM Inty 190 0.98 2.9839 0.4%39 1466 0.19 17.50 9,18

Regal-Beloi 120 1.29 3.0378 0.1160 B.74 {0.94) 15.00 {0.48}

Ragis Coim. 1,05 1.04 28779 Q,1137 14.30 (0,241 16.50 o8N

Respironics [nc. 0.80 064 32356 a.3123% 13.20 10.38) 13.50 {0.391

Reynalds Amencan 085 0.re 33611 6.1283 10.35 .74 17.00 008 e !

Rockwal Automation 125 132 3.2440 0.1239 2062 0.58 35,00 () 2.56 g Q. i

Ratlins Ine, 095 0.86 3.4650 0.1323 27.78 1.47 2500 118 @ @ 5_2

Ross Slofes .50 .93 3.2950 0.1258 2710 1.38 2750 1.54 ey a c'n

Ruddick Cesp, 1.00 0.94 29921 01142 11.88 (0.57) 11.00 [0.741 c m

Ryder System .10 143 3.0484 0.1164 1248 (0.47) 11.09 ©.749} _°,, w

STERIS Corp. 085 0.72 3oz 01222 11.84 {0.55) 13.50 03 s | é

SUPERVALLS INC. 0.90 0.67 2.9433 0,124 12.00 {0.531 1.50 {067} oz m

Safaway Ine. 165 4,02 3.2506 0.1241 19,52 0.42 14.50 {0.261 b 1]

Schren (Hemey) p.a0 067 3.2580 0.1244 13.10 {0.39) 16.00 (@.05) M

Schenng-Plough 1.05 .05 3.25%8 0.1244 124 (0.8 17.50 0,16 3‘ >

Schiumberper Lid. 1.00 0.95 3.3980 01287 22,14 0.76 17,50 616 T

Scatls Mirscle-Gro .05 .06 29627 2313 12.96 (2401 22,50 e85 =

Selotkiva Ins, Group 095 0 27790 0.1042 1072 0.69) 12.00 {0601 o

Sensient Techn, pos D68 27938 0.7089 1192 {0.59) 11.50 {08" ~

Sharwn-Wittams 105 1.01 26847 D025 25.42 1.93 23.50 0.9 =z

Sitgan Haldings 1,10 1.0% 3.4240 0,7308 47,14 {4) 392 18.00 023 O
-t



Tolal Envrrontnentat Soluyons, Inc, - Treasure | ake Sewer Divesion
Comparable Eamings Analysis
fot 8 Proxy Group of Two Hundred Threa Non-Ulity Companes Comparabie to the

Proxy Group of Four Valua Lna mdacd i er amas (9}
Standard Riyle of Relum on ook Commun Equity, Nel Werth o Pariners’ Capilal
Proxy Group of Two Hyndrad Thres Non.Ullllly Etror Standard S-yoar Avorage (2) S-Yaar Projacied {3)
Cormpanies Comparabla o the Proxy Group of Four Adj. Unadi. ol the Dowviaton Studani's Sludenl's
alue Line (Standand Edikon) Walef Companes [9) Beta Bata Regression o!f Beta Perconl Stalisiic Parcani Slauste
Smithfield Foods ¢.90 081 34387 a.1133 912 {0.89} 250 (0.95)
Sonc Automolive 120 1.26 3.29 0.1257 12.65 (0.441 12.50 0.5
Sonc Corp, 080 0.84 3.0597 a,1168 19.78 046 2800 175
Soulhwest Alrines 0.95 0.86 2.8819 01104 6.44 {1.23} 10.0g (2.88r
Sovereign Bancorp 110 1.08 27859 0.1064 122 {0.63) 11.00 @74)
BL Joe Corp. 105 1.04 3.3200 D.127T% 10.88 0.47 16.00 {0.05%
Standex (nil 115 1.21 3.3548 0.1261 12.18 0.51) 15.50 @12
Standay Works 1.40 1.12 2.8465 0.4088 19.45 042 17.00 0.09
Saples inc. 1.10 112 2.8830 a1101 17.16 413 21.00 Q.64
Slarbucks Corp, 0.30 .81 3.2525 0.1242 18.22 028 2500 1.48
Staak o Strake 1.20 1.24 3.3929 01295 12.20 {0.50) 9.50 {0.95)
Stryker Camp. 0.85 077 2.8332 0.1082 21.60 058 24.00 1.08
Sybase Inc. 093 .86 32708 0.1220 1128 {0.52) 13.50 (0.38)
TIX Companes a.95 Q.88 2.8188 8.1076 IgAZ2 (0 2.82 38,50 (0 278
Targat Comp. 110 110 2.8668 0.1095% 16.68 0.08 19.50 0.44
Tech Data 1.10 1.14 3.3533 0.1280 7.00 (+.16) 8.50 (1.08)
Techne Corp. 1.05 1.04 3.2047 0.1224 20.48 ass5 7.00 .09
Temple-infand 115 .20 2.9069 01110 8.50 .02 11.50 osn
Tennant Co. 190 .98 33704 6.1267 9.98 (0.78) 13.50 0.39)
Tine Warmer 110 1.44 3.4093 0.5187 5.1§ (13 4.5 (1.08
Tore Ca. 1.10 1.10 2.8965 0,1108 24,80 109 33,00 (4} 230
Tolal Bystem Sves, 1.0¢ 0.95 3.3006 a,1283 1844 o.41 13.50 10.38)
Unlted Stationers 115 1.22 3.2078 0.1225 12.53 {0.46) 12.50 {050
Vanan Ine. 1.05 5.04 3.4375 0.1342 .12 {0.841 13.00 (0,46}
\fiad Coep, 1.05 1.05 3.0959 0.1588 11.18 (0.83) 10.50 {0.81}
WO-40 Ca, 1.10 108 33440 01277 2420 1.02 18.00 (0.05)
Walgraen Co. 2.80 o.58 28773 0.1022 16.74 007 18.50 0.02
Washington Mutual 110 1.12 27897 0.1057 J6.44 (4] 282 30.00 149
WelPoind inc, ag0 0.8§ 3.3688 0.1287 9.94 {0791 12.00 (0,80}
‘Wemer Enlerprises 1,10 1.08 3.2468 9.1240 15.78 {o.a8} BSO {1.08)
‘Whvirpool Corp. 1.20 128 3.1324 0.1186 30.58 182 15.00 {0.19)
Wolvenng Word Wide 1.05 104 32519 0.1242 1438 {0.23) 17.00 008
‘World Vresliing Eny a.80 o068 2.2673 0.1247 9.80 0.8 24 090G 1.08
Yyalh 0.95 088 2.0048 0.1108 3324 (4} 2.8 24.00 1.04
Xerox Corp, 1.00 0.97 2.9533 0.1128 14.32 {0.23) 14.00 {0.32}
Zale Com, 1.10 115 3362 0.1274 11.80 0.55) B.S¢ .48
Zimmer Holdings 0.80 0.66 34494 01317 25.88 1.20 15,50 {0.12}
w4
Average 1.02 0.99 3£!21_ 00,1186 E am
S22
Avaraga for the Proxy Group of Four - g- C‘D
Vaiua ting (Standard Editlen) Water Companies 1.01 0.87 30719 (101 01173 =m
— — — " —— 9.. )
Mean 14.99% 15.20% =1 =
Conclusion {81 15.30% (61 > 4
e 1
=R
F-3
Conservative Masn (1) 13.45% 13.71% X
— —_— o
Conservalive Conclusion (8) 13.60% (8 :"
Sae pages 15 and 16 for notes, %
—



atal L} lal Soltlons, Int. - Treasure Lake Sawer Divisiol
Cemparable Eamings Analysis
for & Proxy Group of One Hundred Fifty-One Nan-UGlity Companies Gomparabile o the

roxy Group of Six Al Lilily Report: B8ntes {1
Stanczrd Rato of Retum on Book Comman Equiyy, Nét Worth or Pacnery Capital

Proxy Group of One Hundred Fifty-Ona Non-Unility Emor Slandard

Compames Comparable 10 the Proxy Group of Six Adl, Unadj. of e Davialion 5-Year

S AUS Ulity Reports Waler Companres (1) _ Bata _ B2 Regression  _olBels 2002 2003 3004 2005 2008

Afrgas Inc. 1.05 104 10614 0.1169 1.7 % M6 % N3 % 137 % 107 % WS %

Aflergan ine, 0.85' 0.74 2.7965 0.1068 24.5 42.4 332 304 144 18.5

Alllant Techsystems 1.00 0.94 2.6151 0.0993 274 28.8 224 245 31.9 155

Allied Capital Corp. 0.75 0.58 2.8639 0.1093 4.7 10.0 12.8 333 8.6 21.5

Amer. Cap. Suategws 1.05 107 2.0829 c.1101 14.9 120 1.8 LK 98 7.5

Amer. Grealings 0,70 0.54 3.6283 01156 1.2 8.3 78 T4 25 10.0

AmansourcdBangen 0.5 077 31611 o.1207 0.8 1.2 we 83 118 12.0

Amgan 0.78 0.57 3.0845 61170 a? 1.7 14,8 ALR 2.0 8.0

Anadarko Palroteum 0.85 0.82 23,2251 o.123 1.8 14.4 172 223 107 14.5

Applied Blosysterms ¢.80 a.62 32103 0.1228 5.0 13.0 13.8 15.6 18.8 19,0

AvalonBay Communities ©.85 0.92 2.8579 01015 105 09 1.5 1.5 10.5 15

Beckemah Couller 0.70 0.50 2.8144 D113 269 203 19.3 15.8 3.5 130

Eed Bath & Beyond 1.0 (A3 3.0081 o148 0.8 201 28 253 23 220

Berkjay (W.R.) 1.00 089 2.6957 0.1029 104 17.0 19.5 .y 08 12.0

Black & Decker 1.05 1.02 2.8635 01093 436 36.5 20.3 357 aLg n.o

Glock (HER) [ X 1.04 2.5087 01145 arz a1 32.2 248 265 255

Beb Evans Fams 1.00 0.53 2.9692 0.1134 13.4 114 57 .1 8.2 13.5

Brwiker ntl 0.80 078 3.2606 01245 17.0 16.1 20.7 LT] 18.0 41.0

Brisiol-Myars Squibh 1.00 0.5 2.7085 £.1034 2.7 a7 234 268 136 FIA ]

Brown & Brown 0.90 079 2.7187 0.1038 212 222 208 197 8.5 15.5

Brunswick Corp, 1.20 1.24 3.1660 0.t209 9.4 114 15.0 1652 122 "5

Bunga Lid 0.85 072 22758 0.1261 18.9 i7.8 13.9 125 92 110

Burkngton Norhemn 1.05 1.06 25804 0.0985 LX) a1 1.8 1.1 17.8 85

CBRL Growp 080 0.84 23240 0.1269 1.7 124 122 1458 3.5 285

CVS Caremark Comp. 0.80 (X1} 2.9249 0,144¢ AEY ) 144 131 14,1 L5 15

Carligle Cos, 100 0.94 27600 10,1054 131 41 199 18.3 168 14.5

ChoicePaint inc. 080 085 3.1423 0.1200 8.4 16.1 15.0 18.0 209 15

Clalas Comp. 1.05 102 2.6631 0.1g17 16.5 5.4 144 4.3 1587 140

Coca-Coia Bottfing 0.80 0.68 3.3145 01266 58.0 58.5 339 30.5 7 195

Commerce Bancorp NJ 1.05 .04 3.6840 01181 158 15.2 16.4 12,3 "3 140

ConocoPhilips 0.80 0.82 27689 01057 5.1 134 19.0 203 195 0.5

Consieliation Brands 0.85 072 3.3168 0.1268 18.4 112 1.3 2.8 11,8 10,0

Corrections Corp. Amer, .85 0.78 3.0969 90,1182 145 19.2 7 o 10.1 o

Cosleo Wholesae 0.80 0.82 2.8052 0.1109 123 110 118 "t 121 170

Cunisswiighn 1.00 0498 2.8299 0.1080 10.1 10,89 1.3 1.6 108 12,5

Cylec inds. 1,08 1.02 2.8554 0.1128 133 12.0 13.2 11,4 08 135

Dell Inc. 1.00 0.59 3.1508 0.4207 435 4241 51.2 928 502 05 Q9w
Developers Div. Rty 0.90 0.82 27230 0.1G40 0.7 14.9 10.5 1% ] 8.6 10,5 oo Mm
Diebeid Ine. 1.00 1.00 2.9691 0,141 6.8 1532 145 1WA 1.2 205 Q T p
Olonax Comp, 0.95 090 3.0203 0.1153 20 197 228 4.8 183 75 @ @ =
Oonatdson Ca, 0.85 0.88 2.6668 0.10t8 2.7 213 19.4 214 242 19.0 o g' (4]
Donneliey {R,R) & Sins Q.85 090 2.8271 0.1003 18.2 159 85 133 125 145 oMM
East West Bancorp 1.00 0.92 3.2934 0.1257 18.1 16.3 15.2 148 14,1 135 - E
Edwards Lifesciences g.e0 064 268679 04019 154 152 186 18,1 W70 160 - g i
Enargzzer Holdings 6.70 0.49 3.2643 01248 26.4 7o 455 63,2 122.5 225 g s}
Equitax Inc. 095 091 2.5663 0.0980 8.6 $43 412 9.1 7.2 175 >
Equlty Reskhantial 0,95 0.0 26053 00995 6.2 45 2.9 25 18 &5 Lm
Ethan Aken Imerises 1.05 1,03 2.158% 01210 187 155 19.2 18,4 21.2 16.5 2%
Fannie Mae 100 0.97 2.9181 G114 8.8 a? 128 6o a7 120 ;
Federat Rily, Inv. Trust 085 0.85 27373 0.1045 106 0.8 12.8 10.8 15.1 130 m
Firsl Commonwealth 1.05 1.03 2.5760 00984 121 1.4 7.5 9.4 9.3 8.5 S
Fisem Inc. 1.00 096 26422 0.1009 145 14.3 15.4 e 18.4 138

Fredgie Mac 095 0.85 26154 0.0889 322 153 8o 133 18 1.8 =
G&K Services A" 105 1.08 3.1204 0,119y 2 &g a3 a4 2.8 a0 O
Gladsiane Capital 0.70 050 26496 0.40132 5.8 8.6 88 1.4 1.2 100 N
Global Payments 085 0.6¢ 3.2430 0.1238 134 145 138 185 16.5 145

Graco inc. 105 107 Z.7198 @.103¢ 308 501 471 27 452 405
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otal Environmenia utigns, Inc, - Teaasure Lake Sewer Division

Comparable Eamungs Anaiysis
for a Proxy Growp of One Hundred Fifty-Ono Non-Ullily Companies Comparabla to ha
Fr of Shx A tility Reparts Waler Companes
Standard Rate of Relm on Book Commen Equity, Ne1 Worth or Panners’ Capital

Proxy Group of One Muadred Fifly-Ona Non-Ultitity Error Standard

Companias Comparable o Iha Proxy Group of Six Adf. Unad), of the Daviation S-Year
_Six AUS Ulily Reports Watar Comy {1 Heta _Beta Regrassion of Beta 2002 2003 _2004 2005 2006 Projacied

HAl Corp. 0.85 0.73 angsy 01191 14,1 138 174 Fra 2.9 200

Hancoek Holding 0.85 0.52 3,0444 60,1162 12.0 126 125 1.3 15,9 130

Harle-Hanks 0.0 0.64 2.5586 0.0931 17.0 157 1A 0.4 2.7 7o

Hastwo Inc. 1.0 102 2.6546 0.9¢14 a.g 153 132 128 150 9.0

Haalthcare Rty Trus 0.90 0.78 20010 & 161 9.2 1.7 5.0 4.1 45 75

Henry (Jacki & Assoc. 105 1.07 3.034¢ 0.1158 16.7 13.5 141 146 1586 155

Hilierbrand Ings. 0.85 076 26613 G. 1016 198 21.1 175 128 193 RE ¥

Home Depol 1.00 084 26443 0.1010 185 19.2 0.7 2.7 230 330

IDEXX tabs, 0.70 Q.51 3.2302 01238 1.8 4.9 18.8 215 214 200

IHQP Cerp. 0.95 0,92 21723 01241 1.2 1.9 120 150 15.6 19.5

Ingles Markats aes a7 3,1559 0.1205 64 1.0 119 96 40 18,5

Intersctiva Data 080 Q.75 2.5568 G.0876 92 9.5 94 o 10.2 7.0

Iront Mountain 0.80 081 2.9681 1133 71 19 7.7 B a3 125

Jones Apparel Group 085 [R-} 2.3205 0,1268 16.7 129 114 1.1 1.4 8.5

Joumal Commumcalions 985 0.74 2.7536 0.1261 136 14.4 160 hri: 118 1149

Kelly Services ‘A" 110 1.10 2.9351 0.5t ae 0.8 34 58.0 .8 2.5

Himog Faalty 0.95 .89 26700 D.pg n0ne 114 126 128 mns 135

Kroger Co. 1.05 1.03 2.6254 0.1002 338 218 214 21.8 228 2.5

L-3 Comnmwnuc, Hidgs, 1,05 1.08 28389 0.1083 9.8 108 101 1.3 119 1.0

Laboratory Corp. 0.80 0,66 2.9205 0.1715 158 168 182 0.5 222 200

Laudar {Esice) 0.80 0.68 13,0913 0.1180 15.8 18.7 FANS 256 257 are

Lea Enterprizes 075 0.E1 26570 0.1014 9.6 9.7 98 03 8.8 55

Leggat & Flatt 1.05 1.03 26749 0.1097 if.8 q.7 123 123 125 155

Lk Claibome 190 0.94 2,7384 03,1046 18.5 17.7 173 158 45 95

Lowa's Cos. 110 1.08 268598 0.1082 iy 18.9 a9 193 197 150

Mack-Call Rty 0.85 .70 286418 @.1008 .5 93 84 58 45 an

Magha Infi A" 1.00 0,99 26411 0.1008 089 129 13.2 11.3 9.0 1a

Marathon O Corp, 105 1.05 3.2083 £.1225 1.1 157 187 8.1 ny 18.0

Mattel Inc. 0,90 .78 2.7981 G. 1068 248 24.8 21.] 231 248 300

Malthews Ind 110 113 2.6574 0.1091 211 17.5 18.0 179 ié.8 170

McDonalds Cop. 105 107 2.72n C.1040 185 153 17.3 166 196 250

Madia Genera] ‘A’ 0.0 0.85 28870 0.1102 50 4.8 6.8 5.9 8.4 50

Micrasoft Corp. 8.85 0.8% 2.5694 00987 8.9 17.3 15.1 64 314 ars

Miliipore Cofp, 0.80 0.1 2.8558 0.1080 287 0.4 185 16.8 16,5 00

New York Community 0.90 0.80 27227 0.1040 7.3 1.3 14 en 83 12.0

Newell Rubbermaid 105 1.02 28951 1108 20.6 202 218 258 My 219

Noble Energy 1.00 0.98 33077 0.1263 1.7 13,1 224 20.4 200 100 o
O'Reilly Automptive 1.05 103 29788 011237 126 12.8 124 19 139 134 o O T
Qccidental Petroleum 1.05 1.04 2.9583 0.1128 6.2 23 254 264 27 12.5 o =
Oracle Corp. 1.10 1.08 3.1942 0.3220 364 38.5 3315 37 83 325 [ 3 T
Owerns & Minor 095 0.90 3im2 0.1184 8.1 13 131 13.0 102 13.0 [{+] c [V73
Pactiv Comp. 1.00 0.93 29343 D.1120 45 2.7 197 irr 288 17.5 o m m
Pall Corp. 1.00 ¢.98 2.9467 0.1126 -1} 15.4 144 2.4 123 115 - é
Papa John's int1 0.95 091 3.0717 a.117s 384 230 280 257 32.0 200 =1 m
Paychex Inc. 035 085 25097 21109 297 212 252 8.8 281 5 =y
Penn Vimginia Res. 0.4s [ Al 25619 0113 15.2 148 29 230 212 18.0 )"""
Penn, RELT. 0.80 0.87 2.9858 0.1140 128 28 L8 5.1 a2 8.5 —- Q
Peogie's United Fini 0.50 .84 3.0cE8 0.1149 59 64 78 97 83 (13} -
Pepsi Battiing Growp a.80 a.68 28550 0.1928 235 22.4 234 2.8 50 18.0 I
PepsiAmencas Inc. 0.85 0.77 2.6000 00593 94 9.4 108 17”8 wr 30 m
Pfzer Inc. 085 0.74 26958 0.1028 41,8 19.5 236 22% 210 19.0 3
Progressive (Ohia) 0.80 064 2.5844 0.0%a87 191 243 0 28 244 235

Prologs 0.95 0.9 271270 0.1041 6.7 73 13 114 1.1 12.5 e
Public Sioraga 085 088 27681 0.1057 18 80 83 85 18 80 C
(Quesi Diagnoslics 070 0,48 3.0474 1164 18.1 182 222 gg 212 16.5 —
RPM init 1.00 0.96 2.9820 0.1129 1.8 14.1 145 147 18.2 7.5
e Comp. 105 1.04 29779 01137 158 154 153 128 11.4 10.5




otal Environ al Sefutions, e, - Treasure {ake r Jivigion
Comporabla Eamings Analysis
foe a Proxy Group af Qe Hundred Fifty-Ore Non-Litilty Companwes Cemparable 1o the
Py

Prexy Group f Six AUS Wity Reporis Water Comparyes (1}
Standand Ralo of Relum on Book Cammen Equiy, Net Wouh or Partnen Capital
Proxy Group of One Hundred Fifty-One Non-Ulility Emar Standard
Companmes Comparabie W the Proxy Group of Six Adi. Unad|, ol the Deviation S5-Year
Six AUS Litiity Reports Waler Companies (1) Bela Bela Regression of Geta 2002 2003 2004 2005 2008 Projeeted
Resproncs inc. C.BU 0864 3.2356 0.1235 s 1.5 128 14,1 131 135
Ruddick Cotp, .00 294 29927 01342 123 121 L F:] "3 08 1.0
SLM Carperation 070 0.51 22837 0.1248 396 534 BL.? |5 26.5 225
STERIS Carp. 0.85 0.72 222 0.1222 139 13.8 114 as 114 135
SUPERVALU NG, 080 X} 28433 01124 128 131 123 123 85 Hs
Saleway Inc. 1.05 1.02 3.2508 G124 361 220 13.0 12.8 127 14.5
Schein (Henry) 0.80 067 3.2580 a.1244 137 13.8 122 132 12,4 1.0
Schering-Plaugh 1.05 1.05 32576 0.5244 24.2 -8} 02 -X:] 174 17.0
Scotls Miragdo-Gro 1,05 1.06 28827 &.1131 2.0 143 1.5 9.8 123 225
Setective Ins. Group 085 092 27290 0.1042 81 .7 128 M0 30 1220
Sensient Tachn. 0.95 0.88 2.7699 0.1069 18.2 13.4 15 2.1 94 1.5
Sherwmn-Wliams 1,05 1.01 25847 0.1025 232 28 219 268 88 235
Simon Progesty Group 1.0G 0.94 2.5843 0.0587 22 101 57 83 109 125
Smithlield Foods 0.90 [2:1} 31387 0.1798 20 "Wt 157 g4 a4 9.5
Snap-on inc. 0.85 092 25547 0,0575 127 7.8 T4 9.9 1.2 8.5
Sons Cop, 0.90 0.8a 3.0597 0.1168 071 197 188 198 20.1 5.0
Southwast Axfines 0,95 0.86 2.8919 0.1104 4 59 a7 7.0 92 10.0
Spvermgn Bancorp 1.30 1.08 276859 0. 1064 129 129 11.1 1.8 76 1.0
Slarbicks Corp. 0.80 ¢.81 32525 0.1242 1286 129 158 17 %1 250
Suyker Comp. 0.85 (¥ g 26332 0.1082 238 210 213 21 18.8 240
Sybase Inc. .55 .89 22208 0,9230 33,7 106 87 12.2 1.3 135
TJX Comparnes 085 0.B8 2.8186 9.1076 410 424 413 335 e 8.5
Target Corp. 1,10 1.10 2.6568 0.1035 175 188 145 17.0 178 19.5
Techne Camqm, 1.05 1.04 3.2047 0.1224 1688 18.2 163 247 2.8 17,0
Tora Co, 119 1.1Q 2.8985 0.1108 114 18,5 %0 292 329 330
Talal System Sves. 100 0.96 3.3086 0.1261 209 19.2 174 192 205 125
UrktedHoaltth Group 0,70 0.54 3.1880 0.1208 3¢5 356 WA 188 200 260
Universal Corp. 385 ar 26595 DS 18,1 18.3 175 56 100 12.5
Viad Com. 105 1,05 2.095% C.1588 1.9 13.2 ar 8.2 a9 109
W.P. Carey & Co. LLC 0.70 047 2.7344 0,1044 80 10.5 1.2 E8 139 14,5
Walgreon Ca, 0.80 066 26773 €.1022 18.3 LAl 165 17,5 83 18.5
Weingarien Reatty 0.eq 0.82 2.5667 00930 109 134 114 130 135 11.0
Wemaer Emerpnses 1.10 1.08 3.2489 G. 1240 a5 10.4 1.2 114 1.3 8.5
VWolvanne Warld Wide 1.05 1.04 3.2518 Q.1242 13.6 120 14.4 14,1 18.4 17.0
Wroeld Wresling EnL 0.80 0.68 3.2673 0.1247 48 140 0.4 1me 8.2 240
Vyeth 0.495 0.9 29045 0108 3.3 28 e 330 0.2 265
Xerox Corp. 1.00 0.97 29533 0.1128 .4 115 1.0 128 4.8 14.0 ww—
Average 0,94 0.87 29269 0.1122 o 0 m
©Q T
@ 0 -
o)
Averago for the Proxy Group of Six -s c "
AUS Wity Reports Walar Companias 0.88 077 29385 [§) 1122 5 m
23z
-
1
=%
I
w
=
pa
See pages 15 and 16 lor notes. O
-—



olal tronmental Saluti - Trensura La s
Comparable Eamings Analysis
Tor a Proxy Group of Two Huadred Threa Non-Ulilty Compamies Gomparable 1o the

Pre: roup of Four Valye Line {Standandt Edition) Wate| 3NIES
Standard Rate of Relum on Buek Commen Equily, Net Worth or Panners Capital

Proxy Group of Two Huniirad Thrae Non-Ullity Esror Standany
Companegs Compacable ta the Proxy Group of Four Ad. Unadj, ol lhe Deviaticn Syear
Value Line [Stangdard Edition) Water Comparues {9) Bela deata Regresson of Beta 2002 2003 2004 2005 2008 Projectad
ABM Intustnes inc. 0,85 0.7 3.4880 0.1324 121 % 8z % 85 % 86 % B9 % 120 %
Advanco Auto Parts 1.00 ['A:21 3.4733 a.1326 20.7 254 261 255 224 175
Adfilialed Computer 1.10 108 3.4518 0.1318 11,0 128 139 143 14,6 85
Alrgas Ing, 105 1.04 2.0614 D.1169 1.7 6 1.3 17 13.7 145
Albany Il A° 1.1¢ r.d 2.8388 0.1084 (X 116 X 128 12.0 135
Albemads Carp, 1.10 113 2.7940 0.1067 1286 10.3 08 118 19.2 180
Allergan (nc. 085 .74 27965 0.10G8 24.5 12.4 232 WA 14,4 159
Amer, Cap, Stalegies 105 1.07 2.8828 G110 1.9 120 118 108 98 5
AmensourceBergen 090 0.77 31611 0.1207 10.8 12 108 81 1.6 120
Anadarko Patroleum 0.95 0.89 3.2251 0.1231 11.8 144 17.2 223 1.7 14.5
Amxter tntl 125 131 3.1305 £.1155 X} 5.1 98 127 2.8 17.0
Annaly Capital MgmL 100 0.87 33817 0,128 33 43 57 6.5 33 X
Apache Corp, 0.55 .69 2.4355 0.13142 1.5 19.1 204 24.9 183 15
Appfiad Blosystems o.80 0.82 3.2173 0.1228 15.0 13.0 129 158 186 190
Aqna Healthcare 0.90 078 3.4445 IR K] 29.4 31,7 208.5 236 1080 LR}
Archer Daniets Midrd 1.00 0.84 3.3769 0.1289 6.8 6.2 97 10.0 13.4 13.0
Baidor Elecinic 115 115 2.7642 0.1055 a7 8.5 124 14 158 1.0
Bamos & Noble 110 114 3.0841 0.1653 9.7 12.1 113 128 129 125
Bed Balh & Bayond .10 1.11 3.0081 0.1148 204 puk] 229 253 231 220
Baridey (W.R.[ 1.00 298 2.6057 81029 10.4 170 19,5 20.7 208 2.0
Black & Decker 105 1.02 2.8635 0.1092 438 36.5 203 352 a1g 210
Block (HAR) 1.05 104 2,9987 0.1145 37.2 71 22 248 26.5 255
Bab Evang Famis o0 0.93 2.8832 0.1134 13.4 11.4 57 B& 8.2 135
BorgWamer 1.20 129 2.0573 0.1129 153 13.9 135 150 12,5 15.0
Briggs & Siation 115 118 3.2697 0.1248 1.8 157 168 iR 9.9 14.0
Bank's (The} Ce. 110 111 33501 0.1279 18.% 37 14.0 5.1 12.5 120
Brinkar inrl 090 0.78 3.2606 0.1245 o 15.1 207 184 18,0 410
Bnsted-Myers Squibb 1.00 0.93 2.7085 0.1034 227 Ly 234 %8 128 35,5
Brown & Brown 0.50 D79 2.7197 0,1008 2.2 nz2 2048 19.7 18.5 155
Brunswick Corp, 1.20 124 3.1660 0.120% 9.4 11.4 1548 162 122 15
Buckle (Thellnc. 13- 091 23,4532 0.1318 121 "3 130 it 19.4 115
Bunge Lid, GBS .72 3.2758 0.1251 189 176 134 125 92 110
C.H. Rebinson 1.05 1.00 32440 0.3277 26 221 221 8. 28.3 Ho
CBRL Group 0.90 0.84 3.3240 0,1269 "7 13.4 122 14.8 30.5 8%
CIT Group 120 128 3.3442 0.1277 16,4 10.5 19 13.8 128 12,0
CLARCOR inc. 1,10 1.14 29688 04134 14.8 14.7 149 15.8 15.4 4,5
€8x Comp, 1.15 147 2126 0.1036 15 6.3 8.8 27 18 155
CVS Caremark Com. 0.80 0.8 2159249 01117 138 14.1 12.1 1. 13.5 1.5 TR
Cabot Com. 1.10 112 30442 01162 12.1 118 102 115 X} 14,0 m o m
Cameron Init Corp, 0.95 0.92 33808 01294 BA 57 17 0.7 172 230 o =g
Carfisle Cos, 1.00 0.94 2.7600 0.054 13,1 14.9 109 18.3 0.8 14.5 Q=
Casey's Gen’l Slores 1.19 113 31215 0.1192 9.8 83 91 129 106 3.6 - g' [42]
Caterpillar Inc. 1.20 125 27304 0.1042 14.6 18.7 213 328 52,3 205 = o m
ChorcaPoint [ne. .80 0868 3,1423 0.1200 181 16.1 150 16.0 209 1495 (=] E
Cisco Systems 1.20 1.28 3.2280 0.1232 10.0 153 20.7 24,8 233 27.0 -3 m
Coca-Cala Bottiing 0.80 066 33145 0.1268 69.0 585 ne 205 247 s = 2
Columbia Spariswear 1.00 0.87 31,3606 0.1263 2.7 18.7 18 178 4.8 140 x
Commatce Boncor NJ 105 101 30940 0.1181 15.8 152 18.4 13 113 o N Q
Compuler Seiences 0.95 0.90 3.3484 04279 2.6 97 16 9z 111 05 L)
Canwway ine_ 1.10 1.09 3.3446 01277 %] 10.5 B4 244 283 1.0 ;
ConocoPhitips .90 0.82 2,761 01057 5.1 134 19.0 203 185 65 [0 4]
Constelation Brands 6.85 072 33188 0.1266 16.4 12 113 12.8 1.8 10a q
Com Products inty 0.80 0.80 3.4631 0,1322 16 8.3 8.7 T4 91 10
Comecllons Cotp, Amer. 0.65 Q.75 3.0869 0.1182 146 19.2 7 84 10,1 140 =
Costoo Whotesal 050 0.62 2.9052 0.1508 12.3 1o 18 T 21 7.0 O
Curtiss-VWnight 1.00 0.98 2.8299 0.1080 101 109 1.3 1.8 106 170 _u



Total Envepnmental Solutions, inc. - Treaswe Lake Sewsr Division
Comparable Eamings Analysis
far a Proxy Group of Two Hundred Thea Non-Ulility Gotnpanes Comparsble 1o the
ruup of Four Value Line (Standard Edilion} Water Companies (8

Standard Rate of Rewum oa Book Cemmon Equily, Nat Yarth or Partnars” Capial

Proxy Group of Tw Hundred Thwea Non-Utlifity Ermae Standard

Comparuas Comparabla 18 tha Proxy Group of Fow Adi, Unadj, of the Cewadon SYear

Valua Line {Standard Eddion) Water Companies 8] Bela Seta Regresswn of Beia 2002 2002 2004 2005 2008 __Piojecied

Cyiee nds, 105 1.02 29554 t.1120 13.3 12.0 132 1.4 198 135

Datascopa Corp. 115 120 32783 0.1252 93 13 a3 55 9. 9.0

Deers & Co. 120 1.29 25815 0.1024 0 16.1 .7 21 19.4 0.5

Bell tne. 1.00 0.99 3.1608 0.1207 435 52,1 51.2 928 58.2 20.5

Developers iv, Rty o08g 0.82 27230 0.1040 0.7 148 1035 10.3 98 10.5

Giabold fae. 100 Loe 29891 0.114¢ 8.8 15.2 148 118 1.2 205

Dionex Corp, 0.95 0.50 30203 0.11523 210 19.7 228 48 19.3 235

Eas! Wesl Bancarp 1.00 092 2.2934 0.1257 16.1 16,3 152 14.8 (LR | 125

Eastman Chemical 110 1.14 2.7995 01055 6.7 12 18.5 30.1 205 %0

Edwards Lifesctencas 0.80 0.64 2.6679 0.1018 154 152 160 18,4 s7.0 180

Ethan Allen Interiors 1.08 .03 31681 o.1210 187 155 183 8.4 21,2 16.5

Fanma Mae 1.00 G987 29181 01144 348 347 248 18.0 97 120

Federal Rity. trv. Thust 0,95 0.85 R.7373 0.1045 106 10.8 125 0.8 15.1 13.0

G3K Servicas “A’ 1.05 1.06 31204 0.1131 11.2 [:%:3 a3 8.4 IX:} 50

Ganlyle Group 1.20 1.30 33381 01275 14,0 1.5 132 156 178 12.0

Glaffoller 1.15 1.19 34041 04360 10.8 22 az 4.0 62 1.5

Glabal Payments 0.95 088 2.2430 0.1238 134 145 139 16.5 165 145

Goodrich Com, 120 1.30 3.3353 0.1273 26.2 32 128 166 170 2.6

Grace (nc. 1.05 167 27105 0.1038 0.8 511 47,4 437 45,2 485

Gramger (W.WW.} 115 1.18 271107 0.1035 14.2 122 13.4 147 189 178

Griffons Corp, 1,08 1.02 33480 0.1278 118 5.4 18.9 13,5 128 0.5

HNI Cormp. 0.85 0.73 ang? 0.1 141 138 174 22.7 4.9 20,0

Hancock Hokiing 0.85 0,92 3.0444 .1162 120 126 125 1.3 158 1340

Harrah's Enlerimn. 0as 0.89 26872 0.1018 228 10.7 188 8.4 10,2 3.0

Healthcare Rty Trust D30 078 3.0410 0.1181 2.2 7.7 50 a1 a5 65

Hervy (Jaek) & Assoc, 105 1.ar 3.0340 0.1158 18.7 135 1 14,0 158 155

IHOP Corp. .95 0.92 31723 D21 11,2 "1 120 150 14h6 195

Imation Cam, 0.80 078 3.4028 0.9299 93 b4 S4 96 83 a5

fngles Markats 0.85 a7t 3.155¢ £,120% G4 2] 1m0 a8 1.0 8.5

Intel Corp. 125 132 13552 01281 9.7 14,9 05 238 127 215

Invacare Comp. 0.75 062 3.3660 €.1285 135 1.6 100 7.2 X ] 104

tron Mountam .50 081 2.9681 0.1133 71 1.9 7 8.3 a3 12.5

Jacobe Enginaenng 120 127 2.1958 0.1220 159 15.2 128 132 138 17.0

Jones Apparel Group 0.85 0.9t 33205 01288 167 129 104 1.1 114 8.5

Joumas Communications 0.8s 0.74 2,7536 01261 136 44 14.0 126 18 o

Kaydon Com. 1.20 1.25 28364 0.1083 0.1 10,8 124 128 18.0 14.5

Kelly Servicas ‘A* 1.10 1.10 29354 04121 a0 0.8 34 8.0 16 9.5

Kimco Really 0,95 0.89 2.8700 0.1019 0e 11.4 128 139 L] 120 o~

Kirby Corp. 120 128 2.9708 &.1134 .9 1.0 T4 12.8 15,7 2.0 o T

L-3 Commurmc. Hidgs. 1.05 1.05 26389 0.1083 9.6 108 101 113 1.9 110 (=]

Laboratory Covp. 0.80 0.86 2.9205 0,115 15.8 16.9 1082 20.5 222 200 @@ -

Landry’s Restauranis 1.15 116 3.4064 0.1300 73 83 101 %4 A 9.5 - 2- 124

Lauder (Estea) G.60 068 3.0013 0.1180 15.8 18,7 7 256 257 N0 o @ M

Legget & Platt 1.05 103 28744 0.1097 118 8.7 123 123 125 15.% [ E

Limitodf Brands 115 118 31454 a12m 105 1.1 773 227 28 8.0 - ]

Lincoln Eles Hidgs. 120 125 28134 0.1074 172 nr 148 174 200 18,5 553

Liz Clalberna 1.00 0.94 2.7384 0.1046 185 177 73 158 45 95 »

Lowe's Cos. 110 1.08 2.8598 0.1092 1.7 18.1 189 19.3 197 15.0 - Q

Macy's Inc, 1.25 131 3.0729 0.1173 14 1ne 112 8.2 9.4 0.0 =~

Manpewer nc. 115 1,18 30231 0.115¢ 1.3 105 13 121 133 145 ;

Memthon Cil Camp. 1.05 1,05 3.2083 0.4225 1.1 187 18.2 28.1 n? 180 1]

Matte! Inc, 0.60 0.79 2.7981 0.7068 246 249 213 23.4 218 0 :'_‘

Matthews Jar .10 .91 2.8574: 0.1094 211 1.5 8.0 179 LK) 170

McOonzld's Corp. 1.05 1.07 2721 0.1040 185 153 12 166 186 254 %
-
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Tolai Envienmental Sokutians, fhe: - Troasurs Lake Sawer Divition
Comparabée Eamings Analysis

far & Proxy Graug &f Twe Hundred Three Nen-Liility Compamves Comparable 10 the
1 roup of Four Vatue Line (Standard Edition) Wa ompanies

Stanard — Halc of Relum on Book Common Exity, bt Worth, or Partnen’ Gapral
Proxy Groug of Two Hundred Threa MNon-Uiility Eror Spndard
Compames Comparable 10 the Proxy Group of Four Ad]. Unadj. of lka Daviation SYear
Malue Ling (Standard Editon) Water Compames (3}, _Beta  _Bsla  Regressin  _ofBen 2002 2003 2004 2005 2006 ~Frojected
Mciesson Corp. 0.90 org 3.4384 0.1313 128 125 2.4 125 o 155
Madia General ‘A" .50 0.85 23870 0.1902 50 49 6.8 6.9 G4 5Q
Miflipora Corp. (X1 0.81 28558 0.1090 28.7 204 18.5 18.4 185 00
Mohawk Inds. 1.10 1.14 2.9064 21110 14.3 135 118 126 120 3
Molax Inc. 1.25 139 3.1678 0.1209 53 6.0 85 8.0 1§ 95
Monsanta Co. 1.15 116 33677 0.1286 50 6.5 B3 101 1.1 17.5
Murphy Ofl Corp. 0.80 0.81 3.4449 01215 654 131 7.8 21.0 149 W3S
New Yotk Community 0.90 0.80 27227 0.1040 1.3 13 LR] a8 83 1".s
Newel Rubbermald 1.05 1.02 2.8951 0,410% 20.5 202 18 258 249 L0
Nagbls Energy 1.00 (4] 3.3077 0.1283 1.7 131 224 204 0.9 10.0
Nordson Com. %15 1.2 33397 0.1275 "y 1.7 158 237 27 15.5
Norfolk Seuthem 1.10 1.14 32,3458 01277 kA 18 108 12.5 15.4 14.0
OrReilly Atriomolive 1.05 1.03 29786 0.1137 126 128 124 139 12 110
Occidental Petroloym 1,05 1,04 2.9583 0.1129 182 202 254 264 27 125
Oracle Corp. 1.10 1.08 31542 01220 38.4 s 318 .t 28.2 2.5
Oshkosh Truck 1.10 1.12 3.4360 0.1312 145 146 7.7 196 194 8.5
Overteas Shipholding 1,05 106 3.4038 0.1300 1] 175 27 248 19.1 3.0
Qwens & Winor Dgs 050 3.1012 0.1184 18,1 1341 131 2.0 10.2 13.0
Paciiv Corp. 1.09 0.93 2.9343 0.9420 245 2.7 17 T 4.8 L1E-]
Palt Corp. 1.00 0.08 2.9487 0.1126 :X-] 154 144 124 1221 15
Papa John's lalt 0,95 099 30717 01173 384 220 280 25.7 20 200
Paychex inc. 0.95 [1X:13 2.e037 01108 8.7 22 252 88 28y 485
Pemn Virginia Res. 0.85 0.71 2.6819 2.1131 1%5.2 148 228 230 2.2 18.0
Pennt. RELT. 0.80 067 2.9858 0.1140 12,8 28 4.8 51 32 85
Pentai Inc. 1,45 147 3,3004 Q9260 "y 1.4 95 18 1.0 130
Paople's United Fin1 o.9¢ 0.84 3.0088 01149 59 B4 148 7 B3 85
Pepsi Bottting Group 1:1s) 069 28550 0.1128 235 2.4 234 228 250 180
Pfizer inc, 0.85 074 25558 0.1029 LYX] 198 224 229 210 190
Phillips-Van Heusen 1,50 114 32507 0.1244 13z 174 18.4 183 15.8 12,5
Folo Ralph Lauren A 1.10 1.14 3.3972 0.1297 15.2 1230 153 180 1.2 14,5
Polans Ings, 110 1.09 34211 0.1308 V4 34,7 78 390 87.4 525
Paol Com. .95 oar IATH 0.1326 29.1 26,0 304 He 342 48.5
Prgiogs .93 091 1 0.1041 6.7 3 T3 4 1.2 14.0
Public Stacage 0.85 0.8 2.7681 0.1057 1% 8,0 a3 95 38 (1]
Quaket Chemical 115 120 33,4662 0.1323 5.2 13.2 18 a4 0.7 15.0
RPM In01 100 .96 z.66529 a.1t3g .8 4.1 “s 14,7 8.2 75
Regal-Beloit 120 129 3.0378 0.1150 64 6.3 57 1.7 148 15.0
Regis Corp. 1.05 1.04 29773 01137 158 154 153 138 14 0.5 e X R |
Raspironics Inc. 080 a8 3.2356 €.1235 1.5 135 1.8 14,4 139 15 0o Mm
Raynolds Ameican 08s 0.7s 33611 0.1283 B2 43 102 150 8.1 7.0 ==
Rockwell Automnation 125 132 3.2440 0.1238 108 13.4 165 n7 a7 350 -
Rotins Inc, 0.95 0.86 3.4650 @.1323 24 258 6.1 29.8 2.3 25.0 ==
Ross Slores 1.10 1,43 32850 0.1258 3.3 30.2 25 238 208 27.5 w o m
Ruddick Corp, 1.00 0.94 2.9921 0.1142 123 121 1.8 1.3 108 1.0 e T E
Ryder Systam 110 1.3 3.0484 G.1164 10.4 1.t 27 14.8 14,3 1.0 =T
STERIS Comp, 085 072 32012 01222 139 13.8 114 B8 174 115 [4)] g i
BUPERVALU INC. 050 .81 29432 0.1124 128 13.1 1313 123 8BS 1.5 .> m
Safeway Inc. 105 1.02 3.25085 a.1241 36.1 240 3o 12.8 3.7 14.5 - 3¢
Schem {(Henny) -X:] 0.87 3.2580 0.1244 137 1.8 123 13.2 12.4 180 i T
Schenng-Plough - 1.05 1.0 3.2576 0.1244 242 81 02 as 171 17.5 —
Schiumbarger Lid, 1.00 0.95 3.3980 a.1207 2.4 155 20.2 206 36.0 17.5 @
Scolts Miracdle-Gro 1,05 1.06 2.9627 1134 170 4.3 1.5 2.8 123 25 -1
Selective Ins. Group 095 .92 27280 9.1042 8.1 11 128 140 130 120 z
Senséiont Techn. 0.95 0.88 2,799% 01089 15.2 13.4 1.5 9.4 2.4 11.5 o
Sharwn-YWiiams 1.05 101 2.6847 0.1025 23.2 28 29 %8 289 25 :
Sipan Holdings 1.10 108 34248 0.1308 a7 ELE 401 Me 948 180 -




To12} Envimonmenial Solulions, Inc. - Treasura Lake Sawer Division
Comparable Eamings Analysis
for a Peoxy Group of Two Hundeed Trweae Nor-Ulillty Companies Gomparable 1o the
Proxy Group of Four Yalus [fne (Stangard Edition) YWatar Commares (8]

Slandard Rata of Retwr on Book Comman Equiy, Nel Worh o Penpers Capital
Proxy Group of Two Hundred Three NomUtilily Emor Standard
Compames Comparabio to the Proxy Graup of Four Adj. Unady, of tha Daviation . 5-Yaar
ValveLine (fandard Edilion) Water Companies (8) ~ _@sla _Bela  Regmsson  _ofBeta — 2002, 03 0042005 2006 _Projgcted |
Smithfield Foods 080 o.81 3.1387 0.1198 £l 101 5.7 9.4 84 8.5
Sonic Automolive 120 1.26 3.2831 0.:257 17.0 126 124 123 a0 125
Sone Corp, 080 .64 30597 (R3] 20.7 107 {LE] 196 20,1 29.0
Southwast Aldines G.es Q.88 268919 0.1104 4.4 59 57 TQ 92 10.0
Severeign Bancom .40 1.08 2.7859 0,1084 12.9 128 114 1.8 78 1.0
5L Joe Corp. 1.08 1,04 3.3220 @127 s 155 i7.2 248 10.5 0.0
Slandex Intt 115 21 3.3546 01281 114 111 13.5 144 10.5 15.5
Stanloy Works 1.1a 112 2.8485 0.1088 0.7 188 vk 8.9 18.7 7o
Slaplas inc, 1.1 tiz 28830 09101 157 181 Wz 88 8.9 218
Starbucks Corp. L] 081 32525 0.1242 128 128 158 23 26.1 250
Steek n Shake 120 1.24 3.3929 8.1285 138 129 128 11.8 88 9.5
Strykar Comp, .85 ot 28332 0.1082 2348 210 3 24 18,8 240
Sybase Inc. 0.95 0.as 3.2208 0.1230¢ 13.7 s 87 122 na 135
TJX Companies 098 [+X:1:] 28185 0178 41.0 42.4 413 315 Jag d65
Targat Corp, 1.10 110 2.8068 0.1095 s 186 14,5 17.0 7.8 195
Tech Oals 110 1.4 33533 0.1280 h: 5] 64 7.8 8.7 42 B.5
Techne Corp, 105 1.04 22047 90,1224 165 182 8.3 247 218 7.0
Temple-inland 115 120 2.9069 0.11350 27 49 77 BS 16.7 11.5
Fonaant Co. 1.00 0.99 33704 G.1287 84 85 a5 e a.e 135
Tima Wamer 1.10 1.14 31093 0.1187 1.8 56 53 4.4 a5 a5
Tore Co. 1.10 110 2.8965 0.4106 174 145 80 292 329 330
Tolal System Sves, 1.00 0.96 33086 01263 08 192 174 182 205 135
Unitad Stationers 115 1.22 3,2078 0.1225 1.7 123 134 nr 12,9 125
Varlan Ing. 1.05 104 3.4375 3312 128 "z 17 93 2.1 1340
Viad Corp. 1.05 1.05 3.0569 0.1588 1.9 132 ar 92 5] 0.5
WD40 Co. 1A 1.08 3.3440 a.1277 L 2t 9 228 2186 18,2 160
Walgreen Co, .80 0.66 26773 Q1022 16.3 181 1835 7.5 Wwa 6.5
Yvashington Mutual 1.0 112 2.7697 2.1057 3L 1.1 472 W 35 300
WedPott inc .90 D.81 3.3g88 01287 54 12,4 5.4 100 125 12,0
Wemar Ertarpnses 1.4 1.08 3.2469 0.1240 9.5 104 113 114 1.3 8.5
Whidpoal Comp. 1.20 4.28 31324 01195 8.8 3ta 253 42 148 15.0
Wolverine Waedd Wide 1.08 104 3.2518 0.1242 134 120 14 4 B 16,4 t’.o
World Wraslling EntL 0.80 Q.88 3.2673 9.1247 4.8 140 104 ny a2 240
Wyalh 0,95 0.89 2.9045 0.1109 26.3 3ze 39 330 29.2 2140
Xerox Comp, 1.00 o 29533 0.1128 214 115 10 129 14,8 4.0
2ale Cam. 110 115 3.3362 0.1274 10.8 152 147 AER 5.2 8.5
Zimmar Haldings g.8e G.865 34454 a.13i7 o4 23 52 165 7.0 155
Avarage 102 0.9 30921 0.1186 ;U ((_J;l H
Sad
Average foc tha Proxy Group of Four - % o
Valua Line {Standard Edition} Water Companses 1.01 .97 30718 {1) Q1173 F-9 & m
Sn2
a2
e
axX
I
@
—
Seo pages 15 and 18 for notaes, =
o
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Notes: (1}

(2)
3)
{4)

(&)

(7)

(8)

(9)
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Total Environmental Solutions, Inc. — Treasure Lake Sewer Divisjon
Comparable Earnings Analysis

The criteria for selection of the proxy group of one hundred fifty-one non-utility companies
was that the non-utility companies be domestic and have a meaningiul rate of return on book
common equity, shareholders’ equity, net worth, or partners’ capital for each of the five years
ended 2006 or projected 2010 - 2012 as reported in Value Line Investment Survey (Standard
Edition). The proxy group of one hundred fifty-one non-utility companies was selected based
upon the proxy group of six AUS Utility Reports water companies’ unadjusted beta range of
0.43 - 1.11 and standard error of the regression range of 2.5512 — 3.3258. These ranges
are based upon plus or minus three standard deviations of the unadjusted beta and standard
errar of the regression as detailed in Ms. Ahern's direct testimony. Plus or minus three
standard deviations captures 99.73% of the distribution of unadjusted betas and standard

errors of the regression.
Ending 20086.
2010 - 2012,

The Student's T-statistic associated with these refurns exceeds 1.96 at the 5% fevel of
confidence. Therefore, they have been excluded, as outliers, to arrive at proper mean
historical and projected returns as fully explained in Ms. Ahern's testimony.

The standard deviation of group of six AUS Utility Reports water companies’ standard error of
the regression is 0.1291. The standard deviation of the standard error of the regression is

calculated as follows:

Standard Deviation of the Std. Err. of the Regr. = Standard Er:rgr of the Regression
2N

where: N = number of observations. Since Value Line betas are derived from weekly price
change observatians over a period of five years, N = 258

Thus, 0.1281 = 29385 = 29385
V518 22.7596

Mid-point of the arithmetic mean of the historical five year average and five year projected
rate of return on book common equity, shareholder's equity, net worth, or partners’ capital.-

Arithmetic mean of historical five year rates of return and five year projected rates of return
on net worth, common equity or pariners’ capital excluding those 20% and greater as well as
those 7.85% or less, i.e., 200 hasis points above the prospective yield of 5.95% on A rated
Moody's public utility bends {from page 1 of Schedule PMA-12)

Mid-point of the arithmetic mean of historical five year rates of return and five year projected
rates of return on net worth, common equity or partners' capital excluding those 20% and
greater as well as those 7.95% or less, i.e., 200 basis points above the prospective yield of
5.95% on A rated Moody's public utility bonds (from page 1 of Schedule PMA-12)

The criteria for selection of the proxy group of two hundred three non-utility companies was
that the non-utility companies be domestic and have a meaningful rate of return on book
common equity, net worth, or partners' capital for each of the five years ended 2006 or
projected 2010 -2012 as reported in Value Line Investment Survey {Standard Edition). The
proxy group of two hundred three non-utility companies was selected based upon the proxy
group of four Value Line (Standard Edition) water companies' unadjusted beta range of 0.62
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Total Environmentai Solutions, Inc. — Treasure Lake Sewer Division

Comparable Earnings Analysis

~ 1.32 and standard error of the regression range of 2.6668 — 3.4769. These ranges are
based upon plus or minus three standard deviations of the unadjusted beta and standard
error of the regression as detailed in Ms. Ahern's direct testimony. Plus or minus three
standard deviations captures 99.73% of the distribution of unadjusted betas and standard

errors of the regression.

(10) The standard deviation of the proxy group of four Value Line (Standard Edition) water
companies’ standard error of the regression is 0.1350 (3.0719 / 22.7598).

Saurce of Information; Value Line, inc., January 9, 2008
Value Line Investment Survey (Standard Edition)
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Total Environmental Selutions, Inc. - Treasure Lake Sewer Division
Summary of Cost of Capital and Fair Rate of Return
Based Upon a Hypothetical Capital Structure

Type of Capital Ratios (1) Cost Rate Weighted Cost Rate
Long-Term Debt 45.00 % 6.41 % (2) 2.88 %
55.00 11.40 (3) 6.27

Common Equity

Total 100.00 % 9.15 %

Notes:

(N A capital structure consisting of 45% debt and 55% equity is utilized for cost of capital purposes for the
following reasons: .

(a) Total Environmental Solutions, Inc. - Treasure Lake Water Division’s actual capital.structure at December
31, 2006 shown on Supporting Schedule 8, page 2 of 2 from Supplement No. 1 to Tariff Water - Pa. P.U.C.
No. 4, Docket No. R-00072435 inciudes a 100.00% debt ratio, which is inappropriate for ratemaking

puUrposes.
(2) From page 1 of Schedule PMA-6 for reasons explained in detail in Ms. Ahern's accompanying direct

(3) Based upon informed judgment from the entire:study, the principal results of which are summarized on
page 2 of this Schedule, )
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Total Environmental Solutions, Inc. - Treasure Lake Sewer Division

Brief Summary of Comman Equity Cost Rate

Principal Methods

No.
1.
2.
3.
4,
5.
6.
7.
8.

Notes: (1)

(2}

{3)

4)

{5)

Discounted Cash Flow Mode! (DCF) (1)

Risk Premium Model (RPM) (2)

Capital Asset Pricing Model {CAPM) (3)

Comparable Earnings Madel (CEM) (4)

Indicated Range of Common Equity
Cost Rate before Adjustment for
Business Risk

Business Risk Adjustment {5}
Indicated Range of Common Equity

Cost Rate after Adjustment for
Business Risk

Recommendation

From Exhibit PMA-G.
From page 1 of Exhibit PMA-10.
From page 1 Exhibit PMA-11.

Proxy Group of Four

Proxy Group of Six AUS Value Line {(Standard
Utility Reports Water Edition) Water
Companies Companies
10.36 % 1049 %
10.94 11.34
10.40 10.89
13.88 13.60
10.80 % -- 11.00 %
050 0.50
11.30 % -- 11.50 %
11.40%

From pages 3 and 7 of Exhibit PMA-12 of this Exhibit.
Business risk adjustment to reflect Total Environmental Solutions, Inc. - Treasure Lake
Sewer Division greater business risk due to its.small size vis-a-vis each proxy group as
detailed in Ms. Ahern's accompanying direct testimony.



