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Attention: Ashley E. Everette 
 Senior Director, Rates & Regulatory 
 
Dear Ms. Everette: 
 

Pursuant to your request, we have conducted a cost of service allocation study 
based on pro forma revenue requirements estimated for the test year ended December 
31, 2023. 

 
The attached report presents the results of the allocation study, as well as 

supporting schedules which set forth the detailed cost allocation calculations. Schedule 
A presents a comparison of the cost of service by customer classification with the pro 
forma revenues produced by each classification under present and proposed rates.  

 
   Respectfully submitted, 

 
GANNETT FLEMING VALUATION 
AND RATE CONSULTANTS, LLC  

   
  
 

CONSTANCE E. HEPPENSTALL 
Senior Project Manager, Rate Studies 

 
 
   GREGORY R. HERBERT 

Analyst, Rate Studies 
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PENNSYLVANIA-AMERICAN WATER COMPANY 

WASTEWATER SANITARY SEWER SYSTEM  
GENERAL OPERATIONS 

COST OF SERVICE ALLOCATION STUDY AS OF 
DECEMBER 31, 2023 

 PART I. INTRODUCTION 

PLAN OF REPORT 

The report sets forth the results of the cost of service allocation study for the 

Wastewater Sanitary Sewer System General Operations (WW SSS Operations) based on 

pro forma costs as of December 31, 2023, for Pennsylvania-American Water Company. 

Part I, Introduction, contains statements with respect to the basis of the study, the 

procedures employed, and a summary of the results of the study. Schedule A summarizes 

the cost allocation for the WW SSS Operations and total revenues under present and 

proposed rates. Part II, Cost of Service by Customer Classification, presents detailed 

schedules of the allocation of costs to customer classifications, as well as the basis for the 

allocations.  

BASIS OF STUDY 

The method used for the allocation of wastewater cost of service incorporates the 

functional cost allocation methodology described in the text “Financing and Charges for 

Wastewater Systems”, Manual of Practice No. 27, published by the Water   Environment 

Federation. This method is recognized for allocating the cost of providing wastewater 

service to customer classifications in proportion to the classifications' use of the 

commodity, facilities, and services. It is generally accepted as a sound method for 

allocating the cost of wastewater service. Under the functional cost method, costs are 

assigned to cost components using predominant operational purposes as cost-causative 
- 2 -



factors. 

Each element of the cost of service is allocated to customer classifications 

according to the functional categories. The cost functions are flow, infiltration and inflow 

(I&I), customer facilities and customer accounting. The functional costs are allocated to 

customer classifications based on the amount of flow contributed to the system, the 

amount of I&I allocated to each class, and the number and relative size of customers. 

The results for the allocation of WW SSS Operations cost of service are 

summarized on Schedule A, column 2. The cost allocation results can be compared with 

revenues under present and proposed rates in columns 4 and 6 of Schedule A. The 

proposed increase and percentage increase in revenues are shown in columns 8 and 9. 

The cost of service by customer classification is developed in Schedule D. The 

allocation factors referenced in column 2 are applied to the costs by account in column 3. 

The allocation factors are set forth in Schedule E. 
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM GENERAL OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR   4.  ALLOCATION OF COSTS ASSOCIATED WITH CUSTOMER FACILITIES.

Customer Number of Service Equiv. Service Allocation
Classification Customers Ratio (a) Equivalents Factor

(1) (2) (3) (2)X(3)=(4) (5)

Residential 36,873       1.0                     36,873       0.8359
Non-Residential 2,866         2.5                     7,164         0.1624
Large Industrial 2                25.0                   50              0.0011
Bulk Users - Exeter 1                25.0                   25              0.0006

   Total 39,741       44,112       1.0000

(a) Based on ratio by class for Coatesville service area.

FACTOR   5.  ALLOCATION OF COSTS ASSOCIATED WITH BILLING AND COLLECTING.

Customer Number of Allocation
Classification Customers Factor

(1) (2) (3)

Residential 36,873 0.92772
Non-Residential 2,866 0.07210
Large Industrial 2 0.00005
Bulk Customers/VA 5 0.00013

   Total 39,745 1.00000

Factors are based on the estimated relative cost of customer facilities, as follows:

Factors are based on the number of customers.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM GENERAL OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 6.  ALLOCATION OF LABOR RELATED TAXES AND BENEFITS.

Customer Direct Labor Allocation
Classification Expense Factor

(1) (2)  (3)

Residential 1,855,469$        0.6919
Non-Residential 577,475             0.2153
Large Industrial 68,263 0.0255
Bulk Users/VA Hospital 180,373             0.0673

   Total 2,681,581$        1.0000

FACTOR 7.  ALLOCATION OF ORGANIZATION, FRANCHISES AND CONSENTS, 
 MISCELLANEOUS INTANGIBLE PLANT AND OTHER RATE BASE ELEMENTS.

Original
Customer Cost Less Allocation

Classification Depreciation Factor
(1) (2)  (3)

Residential 306,869,038$    0.7253
Non-Residential 91,580,111        0.2164
Large Industrial 9,782,937          0.0231
Bulk Users/VA Hospital 14,907,082        0.0352

   Total 423,139,168$    1.0000

Factors are based on the allocation of direct labor expense.

Factors are based on the allocation of the original cost less depreciation other
than those items being allocated, as follows:
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM GENERAL OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 8.  ALLOCATION OF INCOME TAXES AND INCOME AVAILABLE FOR RETURN.

Original
Customer Cost Measure Allocation

Classification of Value Factor
(1) (2)  (3)

Residential 269,878,143$    0.7252
Non-Residential 80,534,078        0.2164
Large Industrial 8,606,497          0.0231
Bulk Users/VA Hospital 13,147,809        0.0353

   Total 372,166,526$    1.0000

FACTOR 9.  ALLOCATION OF REGULATORY COMMISSION EXPENSES, ASSESSMENTS AND
 OTHER WATER REVENUES.

Customer Total Cost Allocation
Classification of Service Factor

(1) (2)  (3)

Residential 48,637,644$      0.7215
Non-Residential 14,408,077        0.2138
Large Industrial 1,568,624          0.0233
Bulk Users/VA Hospital 2,787,370          0.0414

   Total 67,401,715$      1.0000

Factors are based on the allocation of the original cost measure of value rate
base as shown on the following pages and summarized below.

The factors are based on the allocation of the total cost of service, excluding
those items being allocated.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM GENERAL OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 9A.  ALLOCATION OF REVENUE FROM WATER RATES

Customer Total Cost Allocation
Classification of Service Factor

(1) (2)  (3)

Residential 48,637,644$      0.7527
Non-Residential 14,408,077        0.2230
Large Industrial 1,568,624          0.0243
Bulk Users/VA Hospital 0.0000

   Total 64,614,345$      1.000         

The factors are based on the allocation of the total cost of service, excluding
those items being allocated.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM GENERAL OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 10.  ALLOCATION OF ADMINISTRATIVE AND GENERAL EXPENSES

Operation &
Customer Maintenance Allocation

Classification Expenses Factor
(1) (2)  (3)

Residential 4,457,746$        0.7245
Non-Residential 1,203,097          0.1955
Large Industrial 135,545             0.0220
Bulk Users/VA Hospital 357,080             0.0580

   Total 6,153,468$        1.0000

FACTOR 11.  ALLOCATION OF CASH WORKING CAPITAL

Operation &
Customer Maintenance Allocation

Classification Expenses Factor
(1) (2)  (3)

Residential 9,718,829$        0.7094
Commercial 2,799,615          0.2043
Large Industrial 327,582             0.0239
Other Public Authority 854,660             0.0624

   Total 13,700,687$      1.0000

Factors are based on the allocation of operation and maintenance expenses
including purchased water, power, chemicals and waste disposal.

Factors are based on the allocation of all other operation and maintenance
expenses excluding purchased water, power, chemicals and waste disposal.
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RS1a. 

PENNSYLVANIA-AMERICAN WATER COMPANY 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

RS1. Provide a complete (fully allocated) cost of service study if an interval of 
approximately three years has passed between a previous cost of service 
study and the historic test year date of the current filing. The cost of service 
study shall provide the necessary data to determine if the water rate structure 
is fair and equitable to all classifications of water users (including public and 
private fire protection customers) and reflects, as nearly as possible, the cost 
of providing the service. The study shall correspond to the test year proposed 
revenue requirements (future test year only, if used). Summaries of 
conclusions and all back-up calculations shall be made part of the 
submission of the cost of service study, and shall include the following: 

a. A description of the allocation methods used. A comparison  of
the allocated cost of service by class with the present and
proposed revenues. A cost of service schedule showing the
Rate of Return produced by present and proposed rates by
class of service.

RESPONSE 

A description of the methods used for the cost of service study is provided in 
Exhibit 12-B and in PAWC Statement No. 12. A comparison of the allocated cost of 
service by class with the present and proposed revenues is provided on Schedule 
A of Exhibit 12-B. 
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RS1b. 
 

 

 

PENNSYLVANIA-AMERICAN WATER COMPANY 
 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

 
 
RS1.   Provide  a  complete  (fully allocated) cost  of  service  study if  an  interval 

of  approximately  three  years  has  passed  between  a  previous  cost   
of service study and the historic test year date of the current filing. The  
cost of service study shall provide the necessary data to determine if the 
water rate structure is fair and equitable to all classifications of water   
users (including public and private fire  protection  customers)  and  
reflects, as nearly as possible, the cost of providing the service. The 
study shall correspond to the test year proposed revenue requirements 
(future test year only, if used). Summaries of conclusions and all back-up 
calculations shall be made part  of  the  submission  of  the  cost  of  
service study, and shall include the following: 

 
 

b. Indicate if the method used for establishing the allocation 
factors in the Cost of Service Study deviates from the previous 
study submitted in the last rate case. If yes, indicate which 
allocation factors were changed and discuss the reason for 
the changes. 

 
RESPONSE 

 
The methods used for establishing the allocation factors in the cost of 

service study have not deviated from the previous study submitted in the last case. 

A-2



 

RS1c. 
 

 

 
 

PENNSYLVANIA-AMERICAN WATER COMPANY 
 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

 
 
RS1.    Provide a complete (fully allocated) cost of service study if an interval      of 

approximately  three  years  has  passed  between  a  previous  cost  of 
service study and the historic  test  year  date  of  the  current  filing. The 
cost of service study shall provide the necessary data to determine if the 
water rate structure is fair and equitable  to  all  classifications  of water 
users (including public and  private  fire  protection  customers)  and  
reflects, as nearly as possible, the cost of providing the service.   The study 
shall correspond to the test year proposed revenue requirements (future 
test year only, if used). Summaries of conclusions and all back-up 
calculations shall be made  part  of  the  submission  of the cost of service 
study, and shall include the   following: 

 
c. Supply the average day, the maximum day and the maximum 

hour deliveries to the system adjusted for storage for the test 
year and two prior years. Also provide workpapers,  analyses, 
comparative data or other documentation supporting the 
estimated maximum day and peak hour demands by 
customer class reflected in the Company's cost of service 
study. 

 
RESPONSE 

 
Not applicable. 
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RS1d. 
 

 

 

PENNSYLVANIA-AMERICAN WATER COMPANY 
 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

 
 
RS1.    Provide a complete (fully allocated) cost of service study if an interval      of 

approximately  three  years  has  passed  between  a  previous  cost  of 
service study and the historic  test  year  date  of  the  current  filing. The 
cost of service study shall provide the necessary data to determine if the 
water rate structure is fair and equitable  to  all  classifications  of water 
users (including public and  private  fire  protection  customers)  and  
reflects, as nearly as possible, the cost of providing the service.   The study 
shall correspond to the test year proposed revenue requirements (future 
test year only, if used). Summaries of conclusions and all back-up 
calculations shall be made  part  of  the  submission  of the cost of service 
study, and shall include the   following: 

 
d. Explain thoroughly the methodology employed if the 

Company distinguishes between transmission and distribution 
mains in its allocation of costs. 

 
RESPONSE 

 
Not applicable. 
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RS1e. 

PENNSYLVANIA-AMERICAN WATER COMPANY 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

 

 

 
 

RS1.    Provide a complete (fully allocated) cost of service study if an interval     of 
approximately  three  years  has  passed  between  a  previous  cost  of 
service study and the historic  test  year  date  of  the  current  filing. The 
cost of service study shall provide the necessary data to determine if the 
water rate structure is fair and equitable  to  all  classifications  of water 
users (including public and  private  fire  protection  customers)  and  
reflects, as nearly as possible, the cost of providing the service.   The study 
shall correspond to the test year proposed revenue requirements (future 
test year only, if used). Summaries of conclusions and all back-up 
calculations shall be made  part  of  the  submission  of the cost of service 
study, and shall include the   following: 

 
e. Provide a detailed explanation of how storage is utilized to 

meet base, maximum day and maximum hour demands. 
 
RESPONSE 

 
There is no storage for this system. 
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RS1f. 
 

 

Page 1 of 2 
 

PENNSYLVANIA-AMERICAN WATER COMPANY 
 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

 
 
RS1.    Provide a complete (fully allocated) cost of service study if an interval     of 

approximately  three  years  has  passed  between  a  previous  cost  of 
service study and the historic  test  year  date  of  the  current  filing. The 
cost of service study shall provide the necessary data to determine if the 
water rate structure is fair and equitable  to  all  classifications  of water 
users (including public and  private  fire  protection  customers)  and  
reflects, as nearly as possible, the cost of providing the service.   The study 
shall correspond to the test year proposed revenue requirements (future 
test year only, if used). Summaries of conclusions and all back-up 
calculations shall be made  part  of  the  submission  of the cost of service 
study, and shall include the   following: 

 
f. Provide workpapers, calculations and supporting 

documentation which develop the equivalent meters and 
equivalent service weights reflected in the Company's cost of 
service study. 

 
RESPONSE 

 
There are no meter or service equivalents calculated for this study. 
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RS1g 
 

 

 
 

PENNSYLVANIA-AMERICAN WATER COMPANY 
 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

 
RS1. Provide a complete (fully allocated) cost of service study if an interval of 

approximately three years has passed between a previous cost of service 
study and the historic test year date of the current filing. The cost of service 
study shall provide the necessary data to determine if the water rate structure 
is fair and equitable to all classifications of water users (including public and 
private fire protection customers) and reflects, as nearly as possible, the cost 
of providing the service. The study shall correspond to the test year proposed 
revenue requirements (future test year only, if used). Summaries of 
conclusions and all back-up calculations shall be made part of the 
submission of the cost of service study, and shall include the following: 

 

 
 
 

RESPONSE 

g. Provide all workpapers and supporting documentation for the 
fire flow requirement and duration utilized in the cost of service 
study. 

 

Because this is a wastewater operation, there is no fire flow requirements. 
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RS1h. 
 

 

 

PENNSYLVANIA-AMERICAN WATER COMPANY 
 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

 
 
RS1. Provide a complete (fully allocated) cost of service study if an interval of 

approximately three years has passed between a previous cost of service 
study and the historic test year date of the current filing. The cost of service 
study shall provide the necessary data to determine if the water rate 
structure is fair and equitable to all classifications of water users (including 
public and private fire protection customers) and reflects, as nearly as 
possible, the cost of providing the service. The study shall correspond to 
the test year proposed revenue requirements (future test year only, if used). 
Summaries of conclusions and all back-up calculations shall be made part 
of the submission of the cost of service study, and shall include the 
following: 

 
h. Provide a breakdown of the number and size of private fire 

services according to the general water service class of 
customer. 

 
RESPONSE 

 
Not applicable. 
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RS1i. 

 

 

 

 
 

PENNSYLVANIA-AMERICAN WATER COMPANY 
 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

 
 
RS1. Provide a complete (fully allocated) cost of service study if an interval of 

approximately three years has passed between a previous cost of service 
study and the historic test year date of the current filing. The cost of service 
study shall provide the necessary data to determine if the water rate 
structure is fair and equitable to all classifications of water users (including 
public and private fire protection customers) and reflects, as nearly as 
possible, the cost of providing the service. The study shall correspond to 
the test year proposed revenue requirements (future test year only, if used). 
Summaries of conclusions and all back-up calculations shall be made part 
of the submission of the cost of service study, and shall include the 
following: 

 
i. Provide a calculation of the Company’s base cost of water per 

unit of consumption. 
 
RESPONSE 

 
The calculation of the average flow cost per hundred gallons is as follows: 

 
Total Flow Cost $29,143,108 
Pro Forma Usage (Hundred Gallons) 

(Includes Estimated Unmetered) 
 

18,603,685 

Flow Cost per Hundred Gallons $1.5665 
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RS1j. 

 

 

 

 
 

PENNSYLVANIA-AMERICAN WATER COMPANY 
 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

 
 
RS1. Provide a complete (fully allocated) cost of service study if an interval of 

approximately three years has passed between a previous cost of service 
study and the historic test year date of the current filing. The cost of service 
study shall provide the necessary data to determine if the water rate 
structure is fair and equitable to all classifications of water users (including 
public and private fire protection customers) and reflects, as nearly as 
possible, the cost of providing the service. The study shall correspond to 
the test year proposed revenue requirements (future test year only, if used). 
Summaries of conclusions and all back-up calculations shall be made part 
of the submission of the cost of service study, and shall include the 
following: 

 
j. Provide a detailed cost analysis that supports the Company’s 

customer charges, by meter size, showing all direct and indirect 
costs included. 

 
RESPONSE 

 
Please refer to the attached schedules. 
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PENNSYLVANIA AMERICAN WATER
WASTEWATER SANITARY SEWER SYSTEM GENERAL OPERATIONS

CALCULATION OF CUSTOMER COST PER MONTH - 2021

Per Month

(1) Cost Related to Customer Facilities 2,503,074$    

(2) Service Equivalents X 12 529,338 

(3) Cost per Bill - Meter related 4.73$         

(4) Cost Related to Customer Accounting 1,529,675$    

(5) Number of Bills 476,943 

(6) Cost per Bill 3.21$         

(7) Cost Related to I&I 21,785,952$  

(8) Percentage of I&I Cost to to be recoverd in Customer Charge 66.67%

(9) Net Cost Related to I&I to be recovered in Customer Charge 14,524,694$  

(10) Service Equivalents X 12 529,338 

(11) Cost per Bill  - I&I Related 27.44$       

(12) Total Customer Costs (3)+(6)+(11) 35.38$       

Attachment RS1j 
Page 1 of 3
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PENNSYLVANIA AMERICAN WATER
WASTEWATER SANITARY SEWER SYSTEM GENERAL OPERATIONS

CALCULATION OF DIRECT CUSTOMER COST PER MONTH - 2021

Per Month

(1) Cost Related to Customer Facilities 3,356,229$     

(2) Service Equivalents X 12 529,338          

(3) Cost per Bill - Meter related 6.34$         

(4) Cost Related to Customer Accounting 1,252,695$     

(5) Number of Bills 476,943          

(6) Cost per Bill 2.63$         

(7) Cost Related to I&I 21,785,952$   

(8) Percentage of I&I Cost to to be recoverd in Customer Charge 66.67%

(9) Net Cost Related to I&I to be recovered in Customer Charge 14,524,694$   

(10) Service Equivalents X 12 529,338          

(11) Cost per Bill  - I&I Related 27.44$       

(12) Total Customer Costs (3)+(6)+(11) 36.41$       

Attachment RS1j 
Page 2 of 3
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PENNSYLVANIA-AMERICAN WATER COMPANY 
WASTEWATER SANITARY SEWER SYSTEM GENERAL OPERATIONS

ANALYSIS OF DIRECT CUSTOMER COSTS - 2021

Customer Billing &
Description Facilities Collecting

Operation and Maintenance Expenses
    Customer Accounting Expenses 1,031,985          
    Management Fees - Customer 130,976             
    Employee Pension and Benefits 24,168               
    Transportation Expense 15,693               
    Worker's Compensation 8,077                
    Other Rev. (30,977)             
          Subtotal -                             1,179,921          

Depreciation Expense
    Service Laterals 1,107,891                   
    Office Furniture & Equipment 7,236                
    Transportation Equipment 21,055               

       Subtotal 1,107,891                   28,291               

Taxes Other Than Income
    Payroll Taxes -                             6,579                
    Assessments 20,632                        12,815               

       Subtotal 20,632                        19,394               

Rate Base
    Service Laterals 21,891,999                 
    Office Furniture and Equipment -                             103,019             
    Transportation Equipment -                             143,527             

       Subtotal 21,891,999                 246,546             

Return and Income Taxes 2,227,707                   25,088               

     Total Direct Customer Costs 3,356,229$                 1,252,695$        

Plus I&I Costs 21,785,952
2/3 of I&I Costs 14,523,968                 

Attachment RS1j 
Page 3 of 3
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RS2. 
 

 

 
 

PENNSYLVANIA-AMERICAN WATER COMPANY 
 

RESPONSES TO RATE STRUCTURE 
AND COST OF SERVICE FILING REQUIREMENTS 

 
 
RS2. Provide a listing of negotiated special rate contracts which includes a 

comparison of revenues under special rate contracts and under tariff rates. 
Provide the cost of service treatment of any deficiency in revenues resulting 
from the negotiated special rate contracts. 

 
 
RESPONSE 

 
There are no negotiated special rate contracts that are not under a tariff rate. 
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EXHIBIT NO. 12-C - 

ROYERSFORD WASTEWATER OPERATIONS 

COST OF SERVICE

AS OF DECEMBER 31, 2023



Exhibit 12-C         
Witness: C. Heppenstall 

PENNSYLVANIA-AMERICAN WATER COMPANY 

Mechanicsburg, Pennsylvania 

WASTEWATER SANITARY SEWER SYSTEM  
ROYERSFORD OPERATIONS 

WASTEWATER COST OF SERVICE 

ALLOCATION STUDY 

AS OF DECEMBER 31, 2023 

GANNETT FLEMING VALUATION AND RATE CONSULTANTS, LLC 
Camp Hill, Pennsylvania 
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SEWER SANITARY SYSTEM ROYERSFORD OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR   4.  ALLOCATION OF COSTS ASSOCIATED WITH CUSTOMER FACILITIES.

Customer Number of Service Equiv. Service Allocation
Classification Customers Ratio (a) Equivalents Factor

(1) (2) (3) (2)X(3)=(4) (5)

Residential 1,268 1.0 1,268 0.6214
Non-Residential 307 2.5 768 0.3761
Bulk Customer 1 5.0 5 0.0025

   Total 1,576 2,041 1.0000

(a) Based on ratio by class for Coatesville service area.

FACTOR   5.  ALLOCATION OF COSTS ASSOCIATED WITH BILLING AND COLLECTING.

Customer Number of Allocation
Classification Customers Factor

(1) (2) (3)

Residential 1,268 0.8046
Non-Residential 307 0.1948
Bulk Customer 1 0.0006

   Total 1,576 1.0000

Factors are based on the estimated relative cost of customer facilities, as follows:

Factors are based on the number of customers.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SEWER SANITARY SYSTEM ROYERSFORD OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 6.  ALLOCATION OF LABOR RELATED TAXES AND BENEFITS.

Customer Direct Labor Allocation
Classification Expense Factor

(1) (2)  (3)

Residential 66,694$              0.4851
Non-Residential 67,235 0.4890
Bulk Customer 3,557 0.0259

   Total 137,487$            1.0000

FACTOR 7.  ALLOCATION OF ORGANIZATION, FRANCHISES AND CONSENTS, 
 MISCELLANEOUS INTANGIBLE PLANT AND OTHER RATE BASE ELEMENTS.

Original
Customer Cost Less Allocation

Classification Depreciation Factor
(1) (2)  (3)

Residential 5,961,427$         0.4806
Non-Residential 6,117,905           0.4932
Bulk Customer 324,490              0.0262

   Total 12,403,822$       1.0000

Factors are based on the allocation of direct labor expense.

Factors are based on the allocation of the original cost less depreciation other
than those items being allocated, as follows:
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SEWER SANITARY SYSTEM ROYERSFORD OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 8.  ALLOCATION OF INCOME TAXES AND INCOME AVAILABLE FOR RETURN.

Original
Customer Cost Measure Allocation

Classification of Value Factor
(1) (2)  (3)

Residential 6,151,004$         0.4808
Non-Residential 6,308,780           0.4931
Bulk Customer 334,571              0.0261

   Total 12,794,355$       1.0000

FACTOR 9.  ALLOCATION OF REGULATORY COMMISSION EXPENSES, ASSESSMENTS AND
 OTHER WATER REVENUES.

Customer Total Cost Allocation
Classification of Service Factor

(1) (2)  (3)

Residential 1,379,753$         0.4875
Non-Residential 1,378,221           0.4869
Bulk Customer 72,435 0.0256

   Total 2,830,410$         1.0000

Factors are based on the allocation of the original cost measure of value rate
base as shown on the following pages and summarized below.

The factors are based on the allocation of the total cost of service, excluding
those items being allocated.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SEWER SANITARY SYSTEM ROYERSFORD OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 9A.  ALLOCATION OF REVENUE FROM WATER RATES

Customer Total Cost Allocation
Classification of Service Factor

(1) (2)  (3)

Residential 1,379,753$         0.5003
Non-Residential 1,378,221           0.4997
Bulk Customer 0.0000

   Total 2,757,974$         1.000         

The factors are based on the allocation of the total cost of service, excluding
those items being allocated.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SEWER SANITARY SYSTEM ROYERSFORD OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 10.  ALLOCATION OF ADMINISTRATIVE AND GENERAL EXPENSES

Operation &
Customer Maintenance Allocation

Classification Expenses Factor
(1) (2)  (3)

Residential 157,109$            0.5310
Non-Residential 132,265              0.4470
Bulk Customer 6,508 0.0220

   Total 295,883$            1.0000

FACTOR 11.  ALLOCATION OF CASH WORKING CAPITAL

Operation &
Customer Maintenance Allocation

Classification Expenses Factor
(1) (2)  (3)

Residential 328,470$            0.5094
Commercial 300,896              0.4667
Bulk Customer 15,406 0.0239

   Total 644,773$            1.0000

Factors are based on the allocation of operation and maintenance expenses
including purchased water, power, chemicals and waste disposal.

Factors are based on the allocation of all other operation and maintenance
expenses excluding purchased water, power, chemicals and waste disposal.
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EXHIBIT NO. 12-D - 

UPPER POTTSGROVE 
WASTEWATER OPERATIONS  

COST OF SERVICE

AS OF DECEMBER 31, 2023



Exhibit 12-D         
Witness: C. Heppenstall 

PENNSYLVANIA-AMERICAN WATER COMPANY 

Mechanicsburg, Pennsylvania 

WASTEWATER SANITARY SEWER SYSTEM  
UPPER POTTSGROVE OPERATIONS 

WASTEWATER COST OF SERVICE 

ALLOCATION STUDY 

AS OF DECEMBER 31, 2023 

GANNETT FLEMING VALUATION AND RATE CONSULTANTS, LLC 
Camp Hill, Pennsylvania 
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM UPPER POTTSGROVE OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR   4.  ALLOCATION OF COSTS ASSOCIATED WITH CUSTOMER FACILITIES.

Customer Number of Service Equiv. Service Allocation
Classification Customers Ratio (a) Equivalents Factor

(1) (2) (3) (2)X(3)=(4) (5)

Residential 1,555         1.0                      1,555         0.8120
Non-Residential 144            2.5                      360            0.1880

   Total 1,699         1,915         1.0000

(a) Based on ratio by class for Coatesville service area.

FACTOR   5.  ALLOCATION OF COSTS ASSOCIATED WITH BILLING AND COLLECTING.

Customer Number of Allocation
Classification Customers Factor

(1) (2) (3)

Residential 1,555 0.9152
Non-Residential 144 0.0848

   Total 1,699 1.0000

Factors are based on the estimated relative cost of customer facilities, as follows:

Factors are based on the number of customers.

Schedule E
Page 3 of 8

-10-



PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM UPPER POTTSGROVE OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 6.  ALLOCATION OF LABOR RELATED TAXES AND BENEFITS.

Customer Direct Labor Allocation
Classification Expense Factor

(1) (2)  (3)

Residential 84,824$              0.6732
Non-Residential 41,177                0.3268

   Total 126,001$            1.0000

FACTOR 7.  ALLOCATION OF ORGANIZATION, FRANCHISES AND CONSENTS, 
 MISCELLANEOUS INTANGIBLE PLANT AND OTHER RATE BASE ELEMENTS.

Original
Customer Cost Less Allocation

Classification Depreciation Factor
(1) (2)  (3)

Residential 9,404,432$         0.6957
Non-Residential 4,114,211           0.3043

   Total 13,518,642$       1.0000

Factors are based on the allocation of direct labor expense.

Factors are based on the allocation of the original cost less depreciation other
than those items being allocated, as follows:
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM UPPER POTTSGROVE OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 8.  ALLOCATION OF INCOME TAXES AND INCOME AVAILABLE FOR RETURN.

Original
Customer Cost Measure Allocation

Classification of Value Factor
(1) (2)  (3)

Residential 9,621,463$         0.6957
Non-Residential 4,208,482           0.3043

   Total 13,829,945$       1.0000

FACTOR 9.  ALLOCATION OF REGULATORY COMMISSION EXPENSES, ASSESSMENTS AND
 OTHER WATER REVENUES.

Customer Total Cost Allocation
Classification of Service Factor

(1) (2)  (3)

Residential 1,928,734$         0.7005
Non-Residential 824,614              0.2995

   Total 2,753,348$         1.0000

Factors are based on the allocation of the original cost measure of value rate
base as shown on the following pages and summarized below.

The factors are based on the allocation of the total cost of service, excluding
those items being allocated.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM UPPER POTTSGROVE OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 9A.  ALLOCATION OF REVENUE FROM WATER RATES

Customer Total Cost Allocation
Classification of Service Factor

(1) (2)  (3)

Residential 1,928,734$         0.7005
Non-Residential 824,614              0.2995

   Total 2,753,348$         1.000         

The factors are based on the allocation of the total cost of service, excluding
those items being allocated.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM UPPER POTTSGROVE OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 10.  ALLOCATION OF ADMINISTRATIVE AND GENERAL EXPENSES

Operation &
Customer Maintenance Allocation

Classification Expenses Factor
(1) (2)  (3)

Residential 366,358$            0.7012
Non-Residential 156,140              0.2988

   Total 522,498$            1.0000

FACTOR 11.  ALLOCATION OF CASH WORKING CAPITAL

Operation &
Customer Maintenance Allocation

Classification Expenses Factor
(1) (2)  (3)

Residential 563,932$            0.7092
Commercial 231,196              0.2908

   Total 795,128$            1.0000

Factors are based on the allocation of operation and maintenance expenses
including purchased water, power, chemicals and waste disposal.

Factors are based on the allocation of all other operation and maintenance
expenses excluding purchased water, power, chemicals and waste disposal.
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EXHIBIT NO. 12-E - 

YORK WASTEWATER OPERATIONS  

COST OF SERVICE

AS OF DECEMBER 31, 2023



Exhibit 12-E         
Witness: C. Heppenstall 

PENNSYLVANIA-AMERICAN WATER COMPANY 

Mechanicsburg, Pennsylvania 

WASTEWATER SANITARY SEWER SYSTEM  
YORK OPERATIONS 

WASTEWATER COST OF SERVICE 

ALLOCATION STUDY 

AS OF DECEMBER 31, 2023 

GANNETT FLEMING VALUATION AND RATE CONSULTANTS, LLC 
Camp Hill, Pennsylvania 
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM YORK OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR   4.  ALLOCATION OF COSTS ASSOCIATED WITH CUSTOMER FACILITIES.

Customer Number of Service Equiv. Service Allocation
Classification Customers Ratio (a) Equivalents Factor

(1) (2) (3) (2)X(3)=(4) (5)

Residential 12,167       1.0                      12,167       0.7740
Non-Residential 1,421         2.5                      3,553         0.2260

   Total 13,588       15,720       1.0000

(a) Based on ratio by class for Coatesville service area.

FACTOR   5.  ALLOCATION OF COSTS ASSOCIATED WITH BILLING AND COLLECTING.

Customer Number of Allocation
Classification Customers Factor

(1) (2) (3)

Residential 12,167 0.8954
Non-Residential 1,421 0.1046

   Total 13,588 1.0000

Factors are based on the estimated relative cost of customer facilities, as follows:

Factors are based on the number of customers.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM YORK OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 6.  ALLOCATION OF LABOR RELATED TAXES AND BENEFITS.

Customer Direct Labor Allocation
Classification Expense Factor

(1) (2)  (3)

Residential 1,205,607$         0.6050
Non-Residential 787,132              0.3950

   Total 1,992,739$         1.0000

FACTOR 7.  ALLOCATION OF ORGANIZATION, FRANCHISES AND CONSENTS, 
 MISCELLANEOUS INTANGIBLE PLANT AND OTHER RATE BASE ELEMENTS.

Original
Customer Cost Less Allocation

Classification Depreciation Factor
(1) (2)  (3)

Residential 141,962,561$     0.6129
Non-Residential 89,655,740         0.3871

   Total 231,618,301$     1.0000

Factors are based on the allocation of direct labor expense.

Factors are based on the allocation of the original cost less depreciation other
than those items being allocated, as follows:
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM YORK OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 8.  ALLOCATION OF INCOME TAXES AND INCOME AVAILABLE FOR RETURN.

Original
Customer Cost Measure Allocation

Classification of Value Factor
(1) (2)  (3)

Residential 142,874,815$     0.6130
Non-Residential 90,211,154         0.3870

   Total 233,085,969$     1.0000

FACTOR 9.  ALLOCATION OF REGULATORY COMMISSION EXPENSES, ASSESSMENTS AND
 OTHER WATER REVENUES.

Customer Total Cost Allocation
Classification of Service Factor

(1) (2)  (3)

Residential 25,253,467$       0.6205
Non-Residential 15,443,389         0.3795

   Total 40,696,856$       1.0000

Factors are based on the allocation of the original cost measure of value rate
base as shown on the following pages and summarized below.

The factors are based on the allocation of the total cost of service, excluding
those items being allocated.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM YORK OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 9A.  ALLOCATION OF REVENUE FROM WATER RATES

Customer Total Cost Allocation
Classification of Service Factor

(1) (2)  (3)

Residential 25,253,467$       0.6205
Non-Residential 15,443,389         0.3795

   Total 40,696,856$       1.000         

The factors are based on the allocation of the total cost of service, excluding
those items being allocated.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER SANITARY SEWER SYSTEM YORK OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 10.  ALLOCATION OF ADMINISTRATIVE AND GENERAL EXPENSES

Operation &
Customer Maintenance Allocation

Classification Expenses Factor
(1) (2)  (3)

Residential 3,848,928$         0.6450
Non-Residential 2,118,562           0.3550

   Total 5,967,489$         1.0000

FACTOR 11.  ALLOCATION OF CASH WORKING CAPITAL

Operation &
Customer Maintenance Allocation

Classification Expenses Factor
(1) (2)  (3)

Residential 6,058,494$         0.6447
Commercial 3,339,520           0.3553

   Total 9,398,014$         1.0000

Factors are based on the allocation of operation and maintenance expenses
including purchased water, power, chemicals and waste disposal.

Factors are based on the allocation of all other operation and maintenance
expenses excluding purchased water, power, chemicals and waste disposal.
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EXHIBIT NO. 12-F - 

WASTEWATER CSS OPERATIONS  

COST OF SERVICE

AS OF DECEMBER 31, 2023



Exhibit 12-F         
Witness: C. Heppenstall 

PENNSYLVANIA-AMERICAN WATER COMPANY 

Mechanicsburg, Pennsylvania 

WASTEWATER COMBINED SEWER SYSTEM  
OPERATIONS 

WASTEWATER COST OF SERVICE 

ALLOCATION STUDY 

AS OF DECEMBER 31, 2023 

GANNETT FLEMING VALUATION AND RATE CONSULTANTS, LLC 
Camp Hill, Pennsylvania 
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER COMBINED SEWER SYSTEM OPERATIONS

FACTOR   5.  ALLOCATION OF COSTS ASSOCIATED WITH CUSTOMER FACILITIES.

Customer Number of Service Equiv. Service Allocation
Classification Customers Ratio Equivalents Factor

(1) (2) (3) (2)X(3)=(4) (5)

Residential 40,284             1.0                   40,284            0.6781        
Non-Residential 6,474               2.5                   16,185            0.2724        
Industrial 48                    25.0                 1,200              0.0202        
Bulk 563                  * 1,739              * 0.0293        
Stormwater CSO -                   -                  -                  -              

   Total 47,369             59,408            1.0000        

* Based on 514 aggregated residential customers and 49 Bulk customers at 25.0 service equivalent ratio.

FACTOR   6.  ALLOCATION OF COSTS ASSOCIATED WITH BILLING AND COLLECTING.

Customer Number of Allocation
Classification Customers Factor

(1) (2) (3)

Residential 40,284             0.8504        
Non-Residential 6,474               0.1367        
Industrial 48                    0.0010        
Bulk 563                  0.0119        
Stormwater CSO -                  -              

   Total 47,369             1.0000        

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

Factors are based on the number of customers.

Factors are based on the estimated relative cost of customer facilities, as follows:
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER COMBINED SEWER SYSTEM OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 7.  ALLOCATION OF LABOR RELATED TAXES AND BENEFITS.

Customer Direct Labor Allocation
Classification Expense Factor

(1) (2)  (3)

Residential 1,618,915$      0.2499        
Non-Residential 850,931           0.1313        
Industrial 91,539             0.0141        
Bulk 311,325           0.0480        
Stormwater CSO 3,607,775        0.5567        

   Total 6,480,485$      1.0000        

FACTOR 8.  ALLOCATION OF ORGANIZATION, FRANCHISES AND CONSENTS, 
 MISCELLANEOUS INTANGIBLE PLANT AND OTHER RATE BASE ELEMENTS.

Original
Customer Cost Less Allocation

Classification Depreciation Factor
(1) (2)  (3)

Residential 171,225,167$  0.3306        
Non-Residential 83,283,334      0.1608        
Industrial 8,026,440        0.0155        
Bulk 22,601,189      0.0436        
Stormwater CSO 232,860,194    0.4495        

   Total 517,996,325$  1.0000        

Factors are based on the allocation of the original cost less depreciation other than those items being 
allocated, as follows:

Factors are based on the allocation of direct labor expense.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER COMBINED SEWER SYSTEM OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 9.  ALLOCATION OF INCOME TAXES AND INCOME AVAILABLE FOR RETURN.

Original
Customer Cost Measure Allocation

Classification of Value Factor
(1) (2)  (3)

Residential 158,504,352$  0.3305        
Non-Residential 77,083,814      0.1608        
Industrial 7,429,558        0.0155        
Bulk 20,933,661      0.0437        
Stormwater CSO 215,493,471    0.4495        

   Total 479,444,857$  1.0000        

FACTOR 10 and 10A.  ALLOCATION OF REGULATORY COMMISSION EXPENSES,
  ASSESSMENTS, OTHER WATER REVENUES.

Total Cost 
of Service with

Customer Total Cost Allocation Stormwater Allocation
Classification of Service Factor 10 Reallocated Factor 10A

(1) (2)  (3) (4) (5)

Residential 30,712,694$    0.3386             55,389,384$   0.6082        
Non-Residential 14,694,444      0.1620             26,244,126     0.2882        
Industrial 1,428,941        0.0158             2,489,453       0.0273        
Bulk 4,232,208        0.0467             6,951,905       0.0763        
Stormwater CSO 39,622,621      0.4369             -                  -              

   Total 90,690,908$    1.0000             91,074,868$   1.0000        

Factors are based on the allocation of the original cost measure of value rate base as shown on the following 
pages and summarized below.

The factors are based on the allocation of the total cost of service, excluding those items being allocated.
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PENNSYLVANIA AMERICAN WATER COMPANY
WASTEWATER COMBINED SEWER SYSTEM OPERATIONS

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 11.  ALLOCATION OF ADMINISTRATIVE AND GENERAL EXPENSES

Operation &
Customer Maintenance Allocation

Classification Expenses Factor
(1) (2)  (3)

Residential 2,643,856$      0.3358        
Non-Residential 1,044,331        0.1326        
Industrial 97,131             0.0123        
Bulk 339,698           0.0431        
Stormwater CSO 3,749,805        0.4762        

   Total 7,874,822$      1.0000        

FACTOR 12.  ALLOCATION OF CASH WORKING CAPITAL

Operation &
Customer Maintenance Allocation

Classification Expenses Factor
(1) (2)  (3)

Residential 6,821,068$      0.3525        
Commercial 3,104,732        0.1604        
Industrial 312,369           0.0161        
Bulk 1,075,330        0.0556        
Stormwater CSO 8,040,459        0.4154        

   Total 19,353,957$    1.0000        

Factors are based on the allocation of operation and maintenance expenses including purchased water, 
power, chemicals and waste disposal.

Factors are based on the allocation of all other operation and maintenance expenses excluding purchased 
water, power, chemicals and waste disposal.
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