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STATEMENT OF OUALIFICATIONS

Please state your name and business address.

My name is Andrea C. Crane and my business address is 38C Grove Street, Ridgefield,

Connecticut 06877 .

By whom are you employed and in what capacify?

I am Vice President of The Columbia Group, lnc., a financial consulting firm that specializes

in utility regulation. In this capacity, I analyze rate filings, prepare expert testimony, and

undertake various studies relating to utility rates and regulatorypolicy. I have held several

positions of increasing responsibility since I joined The Columbia Group, lnc. in January

1989.

Please summarize your professional experience in the utility industry.

Prior to my association with The Columbia Group, Inc., I held the position of Economic

Policy and Analysis Staff Manager for GTE Service Corporation, from December 1987 to

January 1989. From June 1 982 to Septemb er 1987 ,I was employed by various Bell Atlantic

Corporation (now Verizon) subsidiaries. While at Bell Atlantic, I held assignments in the

Product Management, Treasury, and Regulatory Departments.

Ilave you previously testified in regulatory proceedings?

Yes, since joining The Columbia Group, Inc., I have testified in over 165 regulatory

proceedings in the states of Arizona, Arkansas, Corurecticut, Delaware, Hawaii, Kansas,
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Maryland, New Jersey, New Mexico, New York, Oklahoma, Pennsylvania, Rhode Island,

South Carolina, Vermont, West Virginia and the District of Columbia. These proceedings

involved water, wastewater, gas, electric, telephone, solid waste, cable television, and

navigation utilities. A list of dockets in which I have filed testimony is included in Appendix

A.

What is your educational background?

I received a Masters degree in Business Administration, with a concentration in Finance,

from Temple University in Philadelphia, Pennsylvania. My undergraduate degree is a B.A.

in Chemistry from Temple University.
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PURJOSE OF TESTIMOI\IY

What is the purpose of your testimony?

The Columbia Group, lnc. was engaged byThe Commonwealth of Pennsylvania, Office of

Consumer Advocate ("OCA") to review the recent base rate filing by Aqua Pennsylvania,

lnc.l l"Aquao'or 
"Company") and to provide recommendations to the Pennsylvania Public

Utility Commission ("PUC" or "Commission") regarding the Company's revenue

requirement claim. ln order to develop my recommendations, I reviewed the prefiled

testimony and exhibits of the Company, the responses to data requests propounded upon the

I The frling was made by Pennsylvania Suburban Water Company, Inc., which subsequently changed its name to
Aqua Pennsylvania, Inc.
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Company by the OCA and by the Staff of the Commission, and other information useful in

an analysis of the Company's filing. I also relied upon the cost of capital recommendation of

OCA witness Stephen G. Hill and upon testimony prepared by OCA witness Marilyn J.

Kraus regarding acquisitions of other water systems.

What is the cost of capital and capital structure for Aqua that is being recommended by

Mr. Hill?

Mr. Hill is recommending the following cost of capital and capital structure:

Percent Cost Weighted Cost
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Common Equify

Long-Term Debt

Total

49.43% 9.25%

s0.57% 6.60%

4.57%

3.34%

7.9r%

SUMMARY OF CONCLUSIONS

Please summarize the Company's request in this case.

The Company originally filed for a rate increase of $25.3 million, or approximately 10.3o/o

over the Company's total claimed pro forma operating revenues at present rates, which

include revenues resulting from the Distribution System Improvement Charge ("DSIC").

The Company's request resulted in a rate increase of approximately 1 5 o/o onbase revenues

(excluding DSIC).

In its filing, Aqua stated that its requested rate increase claim did not include the

5
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effect of two adjustments, which would be incorporated in the Company's Rebuttal Exhibits.

Specifically, Aqua indicated that it did not include a customer education expense adjustment,

in the amount of 5162,270, or an acquisition amortization expense adjustment, in the amount

of $72,500.2 Therefore, the Company's request would be approximately $235,000 higher

than the amount shown in its accounting exhibits.

During the discovery process, Aqua indicated that further revisions would be made to

its revenue requirement claim. Several of the revisions relate to the Company's decision to

form a separate management service company, Aqua Resources, to provide centralized

services to the operating utilities, as discussed in greater detail below. The Company also

stated that it would revise the claims associated with several acquisitions of smaller

companies. ln addition, it will increase its projection for future test year plant-in-service

additions. Finaily, the Company stated that it would increase aprojected expense adjustnent

associated with audit fees. The impact of these further adjustments will be another addition

to the Company's revenue requirement claim of approximately $666,000, bringing the total

revenue requirement increase up to approximately $26.2million.3 While I have incorporated

the effect of some of these revisions in my revenue requirement recommendation, it should

be noted that all of my adjustments are shown as adjustments to the Company's original

request of $25.3 million.

2 Direct Testimony of Mr. Smeltzer, Schedule I and Schedule 2.
3 Aqua stated that all of these adjustments will be incorporated in its Rebuttal Exhibits.
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What are the major factors contributing to the Company's rate increase request?

The most significant factor contributing to the rate increase request is the growth in utility

plant-in-service. The Company is projecting a future test year increase in depreciable plant

of approximately $ I 0 I million from June 30, 2003 to June 30, 2004. The overall rate base is

projected to increase by approximately $53 million during the future test year. The

Company's exhibits also claim that the Company did not achieve Aqua's purported current

cost of capital on existing plant for the twelve months ending June 30, 2003, prior to the

significant future test year rate base additions. Thus, approximately $19 million of the

overall claim relates to additional investment or to claimed additional return on historic

investment.

With regard to operating expenses, the most significant cost increases being projected

for the future test year are $4.6 million in pension expense, $0.7 million in other post-

employment benefits ("OPEBs"), $0.8 million in general cost increases, and $0.7 million in

costs for conversions to monthly biliing. Originally, the Company also included an

adjustment of over $2.1 million relating to salaries and wages. However, due to the transfer

of employees to Aqua Resources, this adjustment has largely been replaced by increased

management service company costs.

What are your conclusions concerning the Company's pro forma income, rate base,

and revenue requirement?

Based on my analysis of the Company's filing and on the cost of capital and capital structure
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recommendations of Mr. Hill. mv conclusions are as follows:

1. The twelve months ending June 30, 2003, is an appropriate historic test year in this

case.

The twelve months ending June 30, 2004, is an appropriate future test year in this

case.

The Company has a cost of equity of 9.25 % (see Exhibit SGH-I, Schedule 1 1, OCA

Statement No. 2), and a capital structure consisting of 49.43 oZ common equity and

50.57 % long-term debt.

The Company has a pro forma future test year (ending June 30, 2A0q rate base of

$983, 1 61,436 (see Schedule ACC-2).

The Company has pro forma future test year (ending June 30, 2004) operating

income at present rates of $78 ,292,863 (see Schedule ACC-I1).

Based on these determinations, the Company currently has a revenue requirement

surplus of $910,470. This is in contrast to the revenue requirement deficiency of

$25.3 million claimed by the Company (see Schedule ACC-I ), which is anticipated

to be updated to approximately $26.2 million in Aqua's Rebuttal Exhibits.
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RATE BASE ISSUES

Introduction

What test year did the Company utilize to develop its rate base claim in this

proceeding?

The Company selected the future test year ending June 30, 2004 and the historic test year

ending June 30, 2003.

B. Utili8 Plant in Service

How did the Company determine its utility plant-in-service claim in this case?

Aqua began with its actual test year balances at June 30, 2003. To these balances, the

Company added projected plant additions through June 30, 2004,and eliminated projected

future test year retirements. As shown in the response to OCA-tr-SO (attached in Appendix

C), future test year additions are projected to exceed $101 million.

Are you recommending any adjustment to the utility plant-in-service additions

being claimed by Aqua?

Yes, I am. According to the response to OCA-II-50, Aqua included in its filing $7.5

million for three major projected plant-in-service additions that have not yet been started.

In Mr. Griffin's Supplemental Testimony at page 3, he indicated that the Company has

also increased its plant-in-service claim by an additional $6.7 million, although this

revision has not yet been reflected in its accounting exhibits. It appears that the addition

a.
A.1 n
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of these new projects may be an attempt by the Company to meet more of its original

claim for plant-in-service additions than would otherwise be possible given the specific

projects included in that claim, and the fact that three major projects have not yet been

started.

Given the fact that the Company has identified $6.7 million in new projects while

$7.5 million of original projects appear to be behind schedule, I have utilized the

Company's original plant-in-service claim, as filed, to develop my recommended rate

base. I have not made any adjustment to the original plant-in-service claim made by the

Company, but nor have I increased the Company's rate base to include those additional

capital projects identified in the Company's Supplemental Testimony. Given that the

new projects are similar in amount to those that have yet to be started, my best estimate at

this time is that the Company's original claim for plant-in-service additions may be the

most realistic. I do recommend that the Company provide a further update during this

proceeding regarding the progress being made on plant-in-service additions. Given the

magnitude of the utility plant-in-service additions being requested, it is critical that any

approved rate increase be based on the most recent information available at the time of

the Commission's decision.

If the Company revises its claim to include Construction Work in Progress ("CWIP")

in rate base, given the fact that it may not complete all of its test year projected plant

additions, what would you recommend?
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In that case, I would recommend that no CWIP be permitted in rate base. CWIP is not an

appropriate rate base element. Accordingly, I would not recommend the inclusion of any

CWIP in rate base.

CW]P does not represent facilities that are used or useful in the provision of utility

service. In addition, including this plant in rate base would violate the regulatoryprinciple of

intergenerational equity by requiring current ratepayers to pay a return on plant that is not

providing them with utility service and which may never provide current ratepayers with

utility service.

One of the basic principles ofutilityratemaking is that shareholders are entitled to a

return on, and to a return of, plant that is used and useful in the provision of safe and

adequate utility service. By its definition, CWIP does not meet these criteria. Including

CWIP in rate base forces today's ratepayers to pay for plant that may never provide them

with any benefit. kr addition, including CWIP in rate base transfers the risk during project

construction from shareholders, where it properly belongs, to ratepayers. The shareholders

are fully compensated for their financing risks through an appropriate return on equity award

and they should not be doubly compensated by including CWIP in rate base. For all these

reasons, the Commission should reject any attempt by Aqua to include CWIP in rate base.

C. Acquisitions of Other Svstems

Please discuss the acquisitions made by the Company since its last base rate case.

In its rate base claim, the Company has included plant relating to the following

a.
A.o'
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acquisitions which have taken place since rates were last established in Aqua's last base

rate case: NUI, White Rock, Ariana, DLWB, Jefferson, Maple Crest, and Shickshinny

Lake. The Company also indicated that it intended to include plant acquired as a result of

the Sunrise Estates acquisition in rate base, but at the time of filing, it had not yet

quantified the net original cost of the plant and no rate base adjustment was made for

Sunrise Estates.

With regard to the NIII and White Rock systems, the Company paid more than net

book value for the acquired assets. The purchase price for the Jefferson system was

essentially identical to the net book value of the assets included in Aqua's initial filing.a

With regard to the Ariana, DLWB, Maple Crest, and Shickshinny Lakes systems, the

Companypaid less than net book value.

How is the Company proposing to reflect these purchases in rate base?

With regard to the NIII and White Rock systems, the purchase price paid by the Company

for these systems exceeded the net book value of the assets acquired. ln these cases,

Aqua is proposing to include in rate base an acquisition adjustment for the difference

between the purchase price of the systems and the net book value of the assets acquired.

4 In Supplemental Testimony, Mr. Griffrn testified that the net book value of the acquired Jefferson assets was

significantly above the purchase price, and that he expects to make an adjustrnent to reflect the higher net book value in

his Rebuttal Exhibits.

a.
A.t 4

t o

l 7

t 2



1

4

5

'l

6

a.

A.

The Columbia Group. lnc. Docket No. R-00038805

With regard to the remaining systems where the net book value of the systems

acquired was greater than the purchase price, the Company is proposing to include the net

book value of the assets acquired in rate base.

Is OCA recommending any adjustments to the Company's claims for plant-in-

service associated with the acquired systems?

Yes, it is. With regard to the systems for which Aqua paid less than net book value, the

OCA is recommending an adjustment to reflect the purchase price in rate base. OCA

witness Marilyn J. Kraus provides the rationale for this adjustment in her Direct

Testimony. Based on Ms. Kraus' Direct Testimony, I have made an adjustment at

Schedule ACC-3 to eliminate from rate base the difference between the net book value of

the assets acquired in these systems, which was included in the Company's accounting

exhibits, and the actual purchase price. See the testimony of Ms. Kraus for a full

discussion of this issue.

How have you treated the NUI and White Rock acquisitions?

OCA is not opposing the Company's request to record an acquisition adjustment for these

systems. Accordingly, I have made no adjustment to the Company's rate base claim

associated with this acquisition adjustment. The associated amortization expense

adjustment will be discussed later in my testimony.
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D. Contributions in Aid of Construction ("CIAC") and Advances for Construction

Are you recommending any adjustment to the Company's claim for CIAC?

Yes, I am. In its filing, the Company reflected additional future test year contributions of

only $49,899. This is very low relative to the actual level of contributions received in each

of the past five years, as shown below:

a,
A.J

4

7

6

1 6

t'l

1 e

t 9

2 0

r998

t999

2000

2001

2002

$1,240,182

$2,359,473

s4,260,239

s4,458,647

$3,833,051

9

1 0

-
1 1

t 2

1 A

1 5

Based on the historic level of contributions, it is reasonable to assume that the Companywill

receive contributions during the future test year that exceed its claim. According to the

Company's response to OCA-V[-I7, the Company's actual CIAC balance at December 31,

2003 was $48,860,504, or $1,025,694more than its projected balance atthe end ofthe future

test year. At Schedul e ACC-4,I have made an adjustment to reflect this latest CIAC balance.

Is it likely that the Company's claim for test period advances is similarly understated?

Yes, it is. In its frling, the Company did not include any net test period additions to

advances. Once again, a review of the five-year history of these amounts indicates that the

Company's claim is understated. Net advances for each of the past five years were:

a.
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$2,104,848

$4,011,963

$4,106,504

$8,705,540

$11,969,705
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The Company's actual balance for advances at December 3 1 , 2003 was $43,7 69 ,078,

or $970,262 more than its projected balance at June 30,2004. I have utilized the December

3l , 2003,balance to develop my pro forma rate base. My adjustment is shown in Schedule

ACC-5.

Should the Company also be required to update its actual CIAC and advances during

the hearing phase of this case?

Yes, it should. In addition to providing updated information regarding its actual balance for

utilityplant-in-service, as discussed above, the Company should also be required to provide

the most recent balances for CIAC and advances.

E. Cash Working Capital

What is cash working capital?

Cash working capital is the amount of cash that is required by a utility in order to cover cash

outflows between the time that revenues are received from customers and the time that

expenses must be paid. For example, assume that a utility bills its customers monthly and
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that it receives monthly revenues approximately 30 days after the midpoint of the date that

service is provided. If the Company pays its employees weekly, it will have a need for cash

prior to receiving the monthly revenue stream. If, on the other hand, the Company pays its

interest expense quarterly, it will receive these revenues well in advance ofneeding the funds

to pay interest expense.

Do companies always have a positive cash working capital requirement?

No, they do not. The actual amount and timing of cash flows dictate whether or not a utility

requires a cash working capital allowance. Therefore, one should examine actual cash flows

through aleadllag study in order to accurately measure a utility's need for cash working

capital.

How did the Company determine its cash working capital claim?

Aqua developed its cash working capital claim in four parts. First, the Company has

included a rate base addition relating to a cash working capital requirement associated with

its operating expenses. Second, the Company has included in rate base a cash working

capital requirement associated with various tax obligations. Third, the Company has

included in rate base a cash working capital requirement associated with payroll taxes.

Finally, the Company has included a rate base offset relating to cash working capital

provided by the accrual of interest expense.

a.
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Are you recommending any adjustments to the Company's cash working capital

claims?

Yes, I am recommending several adjustments to the Company's cash working capital claims.

First, I am recommending that the Company's revenue lag be reduced from 67.0 days to 62.9

days. Aqua determined its revenue lag by developing a weighted average of the lags

associated with quarterly and monthly billings. In developing this average, it assumed that

the bill issue period and the payment period for both monthly and quarterly billed customers

was the same. In both cases, it assumed that bills are issued two days after the service period

ends and that customers pay their bills, on average , 37 .0 days after receipt of the bill. Thus,

the only difference between monthly and quarterly billed revenue lags was the lag associated

with the service period.

ln prior cases, the Company demonstrated that the more frequently customers are

billed, the more quickly they pay their bills. This is a reasonable assumption, since a

customer is more likely to pay a bill more quickly if he knows that a subsequent bill is about

to arive, or if in fact he has received the subsequent bill. Therefore, it is reasonable to

assume, and the Company's historic data suggests, that the payment lag for customers who

are billed monthly is shorter than the payment lag for customers who are billed quarterly. It

follows, then, that the payrnent lag for quarterly customers will be reduced when they are

converted to monthly billing. However, the Company did not modiff its quarterly payment

lag to reflect more rapid payments from customers who will be converted from quarterly to

monthly billing.
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It should also be noted that the Company's tariff requires payment of both monthly

and quarterly bills within 21 days of the issuance of the bill. Therefore, the use of a 37-day

payment lag assumes that, on average, all customers are consistently late in paying their bills.

What do you recommend?

For monthly customers, I have used a total revenuelagof 47.2 days, consisting of a service

lag of 15.2 days, a billing lagof 2 days, and a payment lag of 30 days. I recommend that the

Commission adopt a payment lag of 30 days for customers who are billed monthly. This

payment lag reflects the payment of a monthly bill just prior to receipt of the next month's

bill. Therefore, I have incorporated a payment lag of 30 days (and an overall revenue lag of

47.2 days) for monthly customers into the Company's weighted overall revenue lag

calculation and determined that the overall revenue lag would decrease from 67.0 days to

62.9 days, as shown in Schedule ACC-6.

Will your recommendation impact all of the Company's cash working capital claims?

Yes, it will. Aqua has separately identified cash working capital claims for operating

expenses, taxes, payroll taxes, and accrued interest. As shown in Schedules ACC-6 through

ACC-9, my recommendation regarding the revenue lag will impact each of these

calculations.

2

3

5

o

1

a.
A.

I

9

L 0

t 2

l_3

l4

1 5

L 7

1 8

L 9

a.
A.

1 8



o
1

The Columbia Group, Inc. Docket No. R-00038805

Please discuss your other adjustments to the Company's cash working capital claim for

operating expenses.

My next adjustment increases the Company's payment lag for "Other" operating expenses

from 25.0 days to 32.2 days. The Company's claim was based on a 15-day service period

and on the assumption that payment would be made on the 10th day of the following month.

The basis for the Company's claim was that a similar procedure had been filed in prior cases.

I believe that the payment lag proposed by the Company is unrealistic and

unsupported. The payment lag does not reflect any lag associated with the issuance ofbills.

Moreover, the 1O-day payment allowance is unreasonably short. The Company's payment

lag is substantially shorter than the,payment lag reflected in the Company's filing for

payment ofbills by its customers, or even the revenue payment lag that I am recommending.

In addition, the Company's proposed payment lag for other operating expenses is

considerably shorter than the payment lags for management service fees, purchased power

and purchased water costs.

What do you recommend?

I recommend that the expense lag for "Other" operating expenses be increased from 24.5

days to 32.2days. Myrecommendation is based on a service period of 15.2 days, abill issue

period of 2 days, and a payment period of 15 days. This recommendation is more consistent

with industrypractices than the 24.5 expense day lag included in the Company's claim. This

recommendation is shown in Schedule ACC-6A.
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Did the Company revise its proposed operating expense lags for certain categories of

costs in its responses to diseovery?

Yes, it did. In various responses to discovery requests, Aqua revised its operating expense

lag claims for management fees, vehicle lease expense, and pension expense, as shown

below:

Per Filine Per Discoverv

Management Fees

Vehicle Leases

Pension Expense

Therefore, I have incorporated these revisions to my recommended operating expense lag at

Schedule ACC- 6A.

What is the impact of the adjustments that you are recommending on the Company's

overall operating expense lag?

As shown on Schedule ACC-6A, myrecornmendations result in an overall operatingexpense

lag of 45.0 days, while the Company's filing includes an overall operating expense lag of

28.1 days. Given the revenue lag adjustment discussed earlier, thenet operating expense lag

that I am recommending is 17.9 days instead of the 38.9 days used by Aqua in its filing, as

shown in Schedule ACC-6.
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What adjustments have you made to the leadllag days included in the remaining

components of cash working capital?

With regard to the cash working capital claims for taxes, payroll taxes, and accrued interest,

I am not recommending any adjustments to the expense lag days. I have updated the net lags,

however, to reflect my recommended revenue lag of 623 days discussed earlier. The net

resultisanetlagof23.8daysfortaxes, of49.I daysforpayrolltaxes,andof(26.9)daysfor

accrued interest. These adiustments are shown in Schedules ACC-7, ACC-8, and ACC-9

respectively.

Should all components of cash working capital be updated to reflect the actual

operating expenses, taxes, payroll taxeso and interest expense found by the Commission

to be reasonable?

Yes, the Company's cash working capital claim should be updated to reflect the actual level

of operating expenses, taxes, payroll taxes, and interest expense found bythis Commission to

be reasonable.

F. Summarv of Rate Base Issues

What is the impact of all of your rate base adjustments?

Myrecommended adjustments reduce the Company's rate base claim from $991,534,508 as

reflected in its accounting exhibits, to $983,16I,436, as summarized on Schedule ACC-Z.
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OPERATING INCOME ISSUES

A. Pro Forma Revenue

How did the Company develop its pro forma revenue claim in this case?

The Company developed its pro forma revenue claim by annualizing customers based on the

average growth rate over a four-year period. The Company used the historic test year billing

analysis to determine the usage per customer and average bill to be applied to the pro forma

number of annualized customers. The Company made adjustments to reflect the revenue

impact of acquisitions made by Aqua since the Company's last base rate case and to reflect

DSIC revenues at the maximum surcharge of 5.0o/o. Finally, the Company made a few

customer-specific adjustments to reflect changes in sales to Olympic Linen, Canaan Federal

Prison, Woodloch Pines, Wheatland Tube, and Sharon Country Club, as described on page 4

of Mr. Griffin's Direct Testimony.

Are you recommending any adjustment to the methodology used by the Company to

annualize and normalize its future test vear revenue claim?

While I generallybelieve that it is more appropriate to normalize consumption over amulti-

year period than to utilize actual test year consumption, I recognize that the Commission has

accepted the Company's methodology in the past. Therefore, I am not recommending any

adjustments to the methodology used by the Company to annualize or to normalize future test

year revenue. I am recommending two revenue adjustments relating to the calculation of

DSIC revenues and to revenues associated with the acquisition of Sunset Estates.
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Please explain your first revenue adjustment.

ln response to OTS-RS-32 (attached in Appendix C), the Company indicated that, in certain

cases, it had incoirectly calculated the amount of DSIC revenues that would be received

during the future test year assuming cunent rates. In this response, the Company provided an

update to Company Exhibit 5-A, Part II, page 3 tha! revised its pro forma revenue at present

rates from $245,810,064to$246,330,769. Therefore, my first revenue adjustment increases

the Company's pro forma revenue at present rates to reflect this update. My adjustment is

shown in Schedule ACC-12.

Please explain your proposed revenue adjustment associated with the Sunset Estates

acquisition.

The acquisition of Sunset Estates was completed in August 2003, when Aqua acquired these

74 customers. ln its filing, the Company included the revenues from Sunset Estates, but it

did not include any related investment in its rate base claim. Moreover, the Company

indicated in discovery that it has not yet completed an originai cost study for Sunset Estates,

and therefore, it has decided to remove the Sunset Estates acquisition from the present case.

The OCA is not opposed to the Company eliminating the impact associated with the Sunset

Estates acquisition from in this case. Therefore, at Schedule ACC-13, I have made an

adjustment to eliminate the pro forma revenue from Sunset Estates that the Company had

included in its accountins exhibits.
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Was there also a rate base adjustment associated with Sunset Estates?

No, as noted earlier, it appears that the Company did not include any investment associated

with Sunset Estates in its original accounting exhibits, which are being used as the basis for

my adjustments in this case. Therefore, no rate base adjustment is necessary to eliminate

investment associated with the Sunset Estates acquisition.

B. Salaries and Wages

How did the Company develop its salary and wage claim in this case?

The Company calculated annualized historic test year salaries and wages by applying an

increase of 2Yoto actual historic test year payroll costs. This2% adjustment was based on an

average historic test year increase of Ao/o,and on the assumption that, on average, 50% of this

increase was already reflected in actual historic test year results. Aqua then made a further

adjustment of Ao/oto reflect future test year increases. The Company then made several other

adjustments to arurualize salaries and wages based on actual employees added or eliminated

during the historic and future test years. ln addition, the Company made an adjustment for

new employees proposed to be added in the future test year.

Subsequent to its filing, the Companyprovided additional information thatwill lead

to several revisions to its initial claim. First, it submitted Supplemental Testimony stating

that a separate service company, Aqua Resources, will be formed to provide centralized

services to all Aqua America subsidianes. As a result, many of the employees that were

included in the Company's original filing will now be moved to Aqua Resources. Therefore,

z

6

n

A.

A.9

1 0

U r

l 2

L 5

L 7

L 8

1 9

J'
24



The Columbia Grouo" lnc. Docket No. R-00038805.-.

v
Aqua indicated that its salary and wage claim would be adjusted to eliminate those

employees that will be transferred to Aqua Resources.

Aqua also revised its salary and wage claim to reflect an average non-union increase

of 3.7 5o/o for the future test year, rather than the 4.0% included in its original claim. Finally,

the Company provided an updated claim for future test year union wages based on one of its

union contracts that was recently renegotiated.

1

4

J

Are you recommending any adjustments to the Company's payroll expense claim?

Yes, I am recornmending that the Company's claim be reduced to eliminate costs for several

employees that have not yet been hired. It should be noted that these are new positions. I am

not making any adjustment to reflect vacancies in existing positions that will certainly occur

in the future.

Please quantiff the costs for new positions that are included in the Company's claim.

As shown in Exhibit 2-A, the Company originally requested $740,110 for new positions.

This claim was later revised to eliminate two new positions that will now be transferred to

Aqua Resources. A slight adjustment to these costs was also made to reflect the revised

projected future test year salary and wage increase of 3.75% instead of the 4.0% originally

claimed.
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While a few of these positions have been filled, the vast majority of the positions have not

yet been filled. ln fact, according to the response to OTS-RE-Z (attached in Appendix C),

only one Rate Analyst position has been filled since June 30, 2003, and that position was

filled in October 2003. Moreover, given the restructuring that will take place with the

formation of Aqua Resources, it is possible that some of these positions may not be filled for

some time, if at all.

What adjustment are you recommending?

I am recommending that costs for new positions that have not yet been filled be eliminated

from the Company's claim. There is no certainty that these positions will be filled during the

rernaining months of the future test year or that the Company will incur the costs included in

its claim relating to these new positions. Therefore, I am recommending that these costs be

removed. Mv adiustment is shown in Schedule ACC-14.

Have you made any adjustment to reflect cost savings associated with normal vacancies

that continually occur in a company of this size?

No, I have not. While I believe that such an adjustrnent may be appropriate, it is my

understanding that the Commission has rejected an employee vacancy adjustment in the past.

Therefore, my adjustment is limited to new positions that have not yet been filled. I have

made no adjustment to account for vacancies that occur in the normal course ofbusiness, and

therefore, my pro forma salary and wage expense may still be overstated.
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While there is uncertainty with regard to both current vacancies and new positions,

there is a greater likelihood that vacancies will be filled than that new positions will be filled.

Positions that are vacant have generally been shown to be required to provide safe and

adequate utility service. New positions have not been required in the past to provide utility

service. Moreover, new positions may represent more of a desire on the part ofmanagement

for additional employees than a real need for additional employees to provide regulated

utility service. It is not unusual for managers to seek approval for new positions during the

budgeting process and then for these positions to go unfilled, sometimes indefinitely' This

is particularly true in this case, as the Company establishes a management service company

to provide centralized support services, and as management iooks for new opportunities to

centralize various functions. Therefore, there is a much greater degree of uncertainty with

regard to the filling of new positions than the filling of existing vacancies.

Have you also made adjustments to reflect the changes made by the Company during

discovery with regard to its salary and wage claim?

Yes, I have. At Schedule ACC-I5, I have made an adjustment to reflect the updated non-

union salary and wage claim provided by the Company in Exhibit 2-A(S). This revision

includes the impact of eliminating salary and wage costs for those employees that the

Company indicated would be transferred to Aqua Resources. In addition, it reflects a

reduction in future test year non-union salary and wage increases from 4.0% to 3.7Soh-

At Schedule ACC-16. I have made an additional adjustment to reflect the updated
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union increases, as provided by the Company during the discovery phase of this case.

Haveyou also made corresponding adjustments to the Company's payroll tax expense

claim?

Yes, I have made two adjustments. In Schedule ACC-17, I have made an adjustment to the

Company's originally filed payroll tax expense claim to reflect revisions indicated by Aqua

in discovery as aresult of the decision to estabiish Aqua Resources. Since the Companywill

no longer be paying, at least directly, the salaries associated with employees transferred to

the management service company, it is necessary to make a colresponding reduction to the

Company's claimed payroll tax expense. This adjustment also incorporates the impact ofthe

reduction in the future test year non-union salary and wage increase claim from 4.0% to

3.'15%. The Company quantified this payroll tax adjustment in an attachment to Mr.

Smeltzer's Supplemental Testimony, page 65(s). (This payroll tax adjustment conesponds

with the salary and wage adjustment shown in Schedule ACC-15).

At Schedule ACC-I8, I have made an adjustment to eliminate the payroll taxes

associated with the new employee positions that have not yet been filled. ln addition, I have

made an adjustment in this schedule to reduce payroll taxes commensurate with the

Company's revision to its future test year union increases. To quantif my adjustment, I

used the statutorypayroll tax rates. (This payroll tax adjustment corresponds with the salary

and wage adjustments shown in Schedule ACC-I4 and Schedule ACC-16).
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C. Emplovee Benefit Costs

Have you made any adjustment to the Company's Employee Benefit costs?

Yes, I have made three adjustments, two of which are based on revisions made by the

Company during the discovery process. ln its original filing, Aqua increased its benefit cost

claim to account for benefits that would be provided to new employees. The Company

quantified its adjustment by applyrng a benefits-to-payroll ratio of 22.5o/oto the incremental

payroll costs associated with these positions. In the discovery process, Aqua updated its

benefit cost claim to eliminate benefits to those employees that are being fransferred to Aqua

Resources. In addition, the Company increased the benefits-to-payroll rate for new positions

from 22.5o/o to 44.0o/o, which it stated was more representative of the current relationship

between benefit costs and payroll costs. I have reflected both of these adjustments on

Schedule ACC-19.

I am recommending a third adjustment, to eliminate benefit costs for those new

employee positions that have not yet been filled. In quantiffing this adjustment, I accepted

thebenefits-to-payrollcostratio of 44,}o/oprovidedbytheCompanyinExhibit l-A,pageZl-

A(s), which was provided as an attachment to Mr. Smeltzer's testimony. This adjustment is

shown in Schedule ACC-20.

D. Pension Expense

How did the Company determine its pension expense claim in this case?

This Commission has traditionally determined a utility's pension expense for ratemaking
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purposes based on the amount of cash contributions actually made to a utility's pension fund.

Aqua was not required to make any cash contributions to its pension funds between i996

and 2002.

According to the Direct Testimony of Mr. Smeltzer at page 4, immediately following

the close of the record in the Company's 2001 base rate filing, the stock market decline

caused a significant decrease in the value of the Company's pension plan asset portfolio. As

a result, a funding liability was recorded for 2003, in the amount of $1,470,879. Moreover,

the Company has indicated that a2A04 funding liability of between $2.8 million and $10'0

million is anticipated.s The midpoint of the 2004 funding liability range is $6.4 million.

In this case, the Company is requesting recovery in arurual rates of the $6.4 million

midpoint of the funding liability projected for 2004. ln addition, the Company is requesting

recovery, over 2 years, of the cash funding liability incurred since its last case in the amount

of $2,206,301. This amount was estimated based on l8 months (from January l, 2003

through June 30, 2004) of the 2003 liability of $1,470,879. I understand that the Company

did file a Petition requesting Commission authorization to defer these pension costs. It is my

understanding that this Petition has been consolidated with the present case.

Are you recommending any adjustments to the Company's claim for pension expense

recovery?

Yes, I am recortmending two adjustments. First,I am recommending that the Company's
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claim for future recovery of the 2003 pension liability costs be denied. The Companyclaims

that these costs were unanticipated and were the result of "extraordinary events". However,

fluctuations in the stock market are neither unanticipated nor extraordinary. Rather, stock

market fluctuations are a normal, customary, and well-known risk of participating in the

stock market. Second, the magnitude of the pension liability cost incurred in 2003 is not

significant enough to warant the extraordinary ratemaking treatment being requested here.

In this case, the Company is requesting an annual revenue requirement of over $ 1 50 million'

The Company has not demonstrated that its financial integrity would be jeopardized if the

2003 pension costs are not afforded extraordinary ratemaking treatrnent. Third, the Company

has yet to actually make any contributions to the pension fund as a result of this liability.

According to the response to OTS-RE- 1 00 (attached in Appendix C), the Company will not

make anypension plan contribution relating to its 2003 liability until April 15,2004. For all

these reasons, I recommend that the Company's request to recover this previous pension

liability be denied. My adjustment is shown in Schedule ACC-21.

What level of prospective pension expense do you recommend be included in the

Company's revenue requirement?

According to Aqua, the projected 2004 required cash contribution will range from a

minimum of $2.8 million to a maximum of $10.0 million. The actual amount of the

contribution may well be below the $6.4 million requested in the filing. Moreover, the
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rebound in the stock market that has occurred over the past 12 months suggests that the

Company's liability may not be as great as initially thought. The transfer of certain

employees to a centralized management service company may funher impact the need for

future cash contributions to the pension plan. The total unfunded liability on which the

Company's pension claim is based is only $12 million. Therefore, if this estimate is

accurate, then the entire liability would be fully funded in less than two yeaxs, assuming the

Company's claim of $6.4 million in annual funding is adopted. Moreover, it is likely that the

Company's estimate of its unfunded liability is overstated, given the fact that the stock

market has risen by over 37 o/o since March 2003.

Based on these considerations, I believe that the use of a midpoint funding range of

$6.4 million is excessive. Instead, I recommend that that Commission adopt a funding level

in rates of $5.8 million, which is twice the estimated minimum funding requirement. This

still provides the Companywith significant latitude to determine the actual amount to fund.

Moreover, even if the current unfunded liability estimate of $12 million is accurate, my

recommendation will still provide for recovery in slightly more than two years, which is very

reasonable given the two-year rate case norrnalization period used in this case. My

adjustment is shown in Schedule ACC-22.

a. Is the Company also requesting authorization to defer, in the future, the difference

between the amounts collected in rates for pension expense and the cash contributions

made to the pension fund?
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A. Yes, it is. This proposal is described on page 6 of Mr. Smeltzer's Direct Testimony.

Do you support the Company's proposal for tracker mechanisms for its pension

expense?

I am conceptually opposed to such tracker mechanisms. These mechanisms are nothing

more than attempts to shift risk from shareholders to ratepayers and to relieve

management of its responsibility to manage the utility appropriately. Such tracker

mechanisms result in reimbursement ratemaking for investor-owned utilities and remove

significant discretion from the Commission. Tracker mechanisms also result in single-

issue ratemaking, allowing the utility to be compensated through a true-up mechanism for

an under-recovery in one cost category while ignoring all other components of utility's

earnings. Alternatively, a tracker mechanism can result in a company being forced to

give back amounts to ratepayers for past over-recoveries in one cost category, even

though the utility may have earned much less than its authorized rate of return. This

narrow approach to ratemaking is poor regulatory policy and should be rejected by this

Commission.

E. Other Post Retirement Emplovee Benefit Costs

Regarding the tracker mechanism previously approved for OPEBs, what specifically

did the Commission sav on this issue?

ln Docket No. R-00973952 et al, the Commission approved a Settlement Agreement that
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stated that:

PSW will deposit, into irrevocable trusts, the full amount of payments
calculated annually by its actuary pursuant to SFAS 106. Retiree OPEB's
and administrative costs of maintaining the trusts will continue to be paid
from amounts deposited in trusts. PSW will account for the difference
between the net periodic postretirement benefit expense determined
annually by the actuary in accordance with SFAS 106 and the amount of
SFAS 106 postretirement benefit expense included in rates. That
difference will continue to be recorded as a regulatory asset (or liability)
and will be expensed or credited in future rate proceedings in determining
net periodic postretirement benefit expense. o

In this case, the Company is claiming a "funding deficit" of $551,802, which it is

proposing to recover over two years.

Did the Company provide supporting documentation for this funding deficit?

No, it did not. In OCA-U-ZZ (attached in Appendix C), the Companywas asked to

provide supporting documentation for this claim. The Company's response to that

request did show that its claim was based on the difference between the Company's

actuarially-determined OPEB costs and the costs recovered in rates. However, no

documentation was provided to demonstrate that these costs have actually been funded by

Aqua, as required by the Commission in its Order in Docket No. R-00973952.7

In response to my request for additional documentation regarding actual funding

of these costs, the Company informally notified me recently that a total of $1,741,048

6 Settlement Agreement, page 5.
7 Some funding projections were included in the Company's filing in response to OEl8 of the Minimum Filing
Requirements.
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was contributed in 2002 and $1,996,251 in 2003. Since the2002 funding of $1,741,048

pertains to the 2002liabrlity, only a portion of that funding should be considered when

determining the amount of OPEB liability that has been funded since the Company's last

base rate case was resolved in July 2002. Assuming that the 2002 funding applied

evenly to each month's OPEB liability, the Company would have funded5725,437 during

the last five months of 2002, subsequent to its last base rate case. Therefore, total

funding from Augu$2A02 through December 2003 would amount to $2,721,688

($724,437 plus $1,996,251) while the amount collected in rates would total $142,609 per

month (per the response to OCA-II-ZZ) or a total of 52,424,353 since August 2002.

What do you recommend?

Based on the information that has been made available to me to date, I recommend that

the Company's "funding deficit" be limited to the difference between actual funding of

92,721,688 through December 31, 2003 and the amount recovered in rates through that

date of $2,424,353. Assuming a two-year amortization period, this would result in an

annual expense of $148,667, significantly less than the amount being claimed by Aqua.

My adjustment is shown in Schedule ACC-23. Moreover, it may be appropriate to reduce

this amount further, to reflect the fact that the Company has been capitalizing a portion of

these costs and has been recovering a portion ofthese costs through its return on

investment. However. at this time. I do not have sufficient information to recommend an

additional adj ustment.o'
35
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F. Purchased Water Expense

How did the Company develop its purchased water expense claim?

The Company currently purchases water from two sources, through five interconnections

with the Chester Water Authority and through two interconnections with the City of

Philadelphia. With regard to the Chester Water Authority, the Company's pro forma water

purchases at the Ridley, Eddystone, and Birney interconnections are based upon the

minimums required under the contracts, increased by 5% to reflect growth. For the

Pocopson interconnection, the Company used the average of the 2002 and 2003

consumption. With regard to the City of Philadelphia purchases, the Company's filing was

based upon the actual test year water purchases. The Company subsequently updated its

request for the Cheltenham interconnection to reflect more recent data.

Are you recommending any adjustment to the Company's claim?

Yes, I am recommending an adjustment to the water purchases through the Tinicum

interconnection. The Company began taking water at this interconnection in March 2002.

Aqua pays the Philadelphia Water Department certain fixed rates, volumetric rates based on

the actual quantity of water taken, and a 10%o "management fee".

Water purchases during 2000 and 2003 were both substantially below the

purchases for the twelve months ending June 2003, which is the amount claimed by the

Company in its filing. Therefore, it is reasonable to make some adjustment to the
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Company's filing to account for fluctuations in purchases that have occurred during the

past two years and which are likely to continue. At Schedule ACC-24, I have made an

adjustment to reflect volumetric charges at the Tinicum interconnection based on the

average water taken since the interconnection was opened in March 2002. I do not know

the exact date in March 2002 when the Company began taking water at Tinicum, but for

purposes of my adjustment I have assumed a starting date of March 15, 2002.

Have you also made an adjustment to reflect the revision to the Cheltenham volumes

made by the Company during the discovery phase of this case?

Yes, in response to OCA-tr-42 (Supplemental)(attached in Appendix C), the Company stated

that it would revise its pro forna usage at the Cheltenham interconnection from 747.4

miliion gallons to 660.0 million gallons. At Schedule ACC-25, I have made an adjushnent

to incorporate the revised claim for purchased water at the Cheltenham interconnection.

G. General Price Level Adiustment

How did the Company determine its claim for a general price level adjustment?

As shown on page 23 of Company Exhibit 1-A, Aqua first eliminated from its historic test

year expenses all costs that were separately adjusted by the Company in its filing. The

residual costs, which totaled $39,484,509, were then increased by z.zoA,to reflect the impact

of inflation. The Company's inflation forecast was based on the forecasted Gross Domestic

Product ("GDP") chained price index forecast for the second quarter, 2004, the end of the
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future test year, divided by the actual GDP for the fourth quarter of 2002, the mid-point of

the historic test vear.

Are you recommending any adjustments to the Company's claim?

Yes, I am recommending two adjustments. First, I am recommending that certain expense

items be eliminated from the residual costs to which an inflation adjustment is applied.

Specifically, I recommend that purchased water costs for resale, purchased power, bad debt

expense, and rate case amortization costs be eliminated from the Company's claim.

Purchased water costs for resale and purchased power costs are based on contractual

rates that do not necessarily vary with inflation. Moreover, at least a portion of the purchased

power costs, i.e. distribution charges, are subject to regulation by this Commission, and I

understand that rate caps are still in place in some of the electric utilities serving Aqua.

Purchased water costs and purchased power costs should not be subject to a general price

level adjustment because these costs depend upon many factors other than inflation.

I have eliminated the bad debt expense and rate case amortization costs because the

Company did make separate adjustments for its uncollectible expense and its rate case costs.

Therefore, these costs should not be subject to another general inflation adjustment.

Moreover, neither of these costs are subject to general inflationary trends and, in fact, rate

case amortization costs would not vary during the term of the amortization. For all these

reasons, bad debt expense and rate case amortization costs should be removed from any

general price level adjustment. At Schedule ACC-26, I have made an adjustment to remove
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purchased water costs, purchased power costs, bad debt expense, and rate case amortization

costs from the general price level adjustment.

It should also be noted that the amounts for bad debt expense and rate case

amortization that are included in the Company's general price level adjustment are different

than those shown for the historic test year in its uncollectible and rate case expense

adjustments on pages 36 and 40 of Company Exhibit l-A. The Company should clarify if

the uncollectible and rate case amortization amounts shown in its general price level

adjustment are included in its future test year revenue requirement claim. If these amounts

are included in the Company's future test year claim, Aqua should explain why this inclusion

does not result in a double-counting of such costs. Altematively, additional adjustrnents may

be necessary to remove these uncollectible and rate case amortization costs not only from the

general price level adjustment, from entirely from Aqua's revenue requirement claim.

What is your second adjustment?

The Company's methodology results in application of 18 months of inflation, from the mid-

point of the historic test year to the end of the future test year. However, inflationary

increases that occurred during the second half ofthe historic test year are alreadyreflected in

the historic test year results. Therefore, the Company's methodology essentially double-

counts six months of inflation, from the mid-point of the historic test year to the end of the

historic test year. I recommend that the inflation adjustment be modified to reflect the

change in the GDP chained price index from the second quarter of 2003, the end of the
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historic test year, to the second quarter, 2004,the end of the future test year. Using the same

source of GDP data as was used by the Company, my recommendation results in an inflation

adjustment of 1.34o/o rather than the 2.20% reflected in Aqua's exhibit. This adjustment is

also shown on Schedule ACC-26.

H. Lobbvinq Expenses

Are you recommending any adjustment to the Company's claim for dues expenses?

Yes, I am recommending one adjustment. The Company's filing includes dues of $169,621

to the National Association of Water Companies ("NAWC").* W. asked Aqua to identify

what portion of its NAWC dues is classified as lobbyng. In response, the Company

indicated thatz7 .}Vo of its most recent NAWC invoice was identified as being for lobbying

activities. Accordingly, I am recommending that 27o/o of the Company's test year NAWC

dues be eliminated, based on these costs being classified as lobbying costs. My adjustment is

shown in Schedule ACC-27.

Are lobbying costs an appropriate expense to include in a regulated utility's cost of

service?

No, they are not. Lobbying expenses are not necessary for the provision of safe and adequate

utility service. Moreover, the lobbying activities of a regulated utility may be focused on

policies and positions that enhance shareholders but may not benefit, and may even harm,

40
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ratepayers. Regulatory agencies generally disallow costs involved with iobbying, since most

of these efforts are directed toward promoting the interests ofthe utilities' shareholders rather

than those of their ratepayers. Moreover, lobbying activities have no functional relationship

to the provision of safe and adequate water service. If the Company were to immediately

cease contributing to these tlpes of efforts, utility service would in no way be disrupted. For

all these reasons, I recommend that lobbying activities be disallowed.

Management Service Companv Issues

Did the Company revise its claim for management service fees as a result of the decision

to form a separate management service company?

Yes, it did. As discussed in the Supplemental Testimony of Mr. Smeltzer, during the past

five years, Aqua's parent company, Aqua America (formerly Philadelphia Suburban

Corporation) has acquired considerable operations in states other the Pennsylvania through

mergers or acquisitions. As a result, allocation of certain centralized services costs now

spans several regulatory jurisdictions. Aqua America has taken the step of forming Aqua

Resources in order to facilitate the allocation process and to take greater advantage of certain

economies of scale that can be achieved by consolidating operations in a centralized service

company.

The formation of Aqua Resources resulted in the transfer of 45 Aqua employees, and
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I have already addressed the impact of this transfer on the Company's claims for salaries and

wages, payroll taxes, and benefits earlier in this testimony. While the creation of Aqua

Resources resulted in a significant reduction to these claimed expenses, these cost savings

are largely being offset with projected increases in management service company fees. As

shown in Company Exhibit 1-A, page 37(s), provided as an attachment to Mr. Schreyer's

Supplemental Testimony, the Company is projecting an increase in management service fees

of $2,862,500 as a result of the formation of Aqua Resources.

Have you included these additional costs in your revenue requirement?

Yes, I have. My adjustment is shown in Schedule ACC-2S. This increase was largelybased

on projections of costs for personnel transferred to Aqua Resources. However, it is difficult

to determine what the actual impact of the creation of Aqua Resources will be on the costs

incurred by Aqua and charged to Pennsylvania ratepayers. At this time, the Companyhas not

yet filed an affiliated interest agreement or provided many details of the Aqua Resources

structure. According to the response to OcA-Vm-2(attached in Appendix C), the Company

expects to file the Management Services Ageement by the end of April 2A04. Therefore,

while I am not making any changes to the Company's claim for management service fees at

this time, this is an issue that the Commission should continue to explore during the litigation

phase ofthis case.
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Did the Company also update its claim for rental income as a result of the formation of

Aqua Resources?

Yes, it did. In the Supplemental Testimony of Mr. Smeltzer, the Company increased its

claim for rental income by $605,548, to reflect income from Aqua Resources for rental of a

portion of the Bryn Mawr, Pennsylvania headquarters building. I have reflected this

adjustment at Schedule ACC-29.

Are there other possible opportunities for Aqua to increase revenue or reduce expenses

as a result of the formation of Aqua Resources?

There may be, but at this time, we do not have the information necessary to quantify an

additional adjustment. While Aquahas reflected certain changes to its revenue and expense

claims to reflect formation of Aqua Resources, additional adjustments may be appropriate.

For example, in response to OcA-tr-46(attached in Appendix C), Aqua indicated that the

number of vehicles leased by the Company dropped to226,a reduction of approximately34

from the historic test year number. At this time, I do not know if this reduction is due to the

formation of Aqua Resources and the transfer of certain personnel to the management

services companye, but if so, then it may be appropriate to reduce the Company's future test

year claim for vehicle lease expense. There may be additional cost savings resulting from

formation of the management service company that have not yet been identified.

9 Altlrough the response is dated January 20,2004, it was not provided to OCA until February 23,2004, after the
cut-offdate for incorporating responses into this testimony of February 20,2004.
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J. Other Operating Expense Issues

Did the Company make any operating expense revisions to its filing that you have not

reflected in your revenue requirement?

Yes, it did. First, the Company indicated that it intended to include a customer education

adjustmentof$l62,300initsRebuttalExhibits. Thisclaimisbasedonacustomereducation

program in the amount of $811,350 that Aqua proposes to amortize over five years.

While the Company stated that the primarypurpose of the customer education is to

"educate customers to the change in bill frequency, billing and customer service operations,

and the new look of the monthly billing which will contain a new name and logo"l0, it is

clear that the customer education program is mostly directed at introducing the new corporate

entity, Aqua America. The Company has acknowledged that it has not undertaken a

comprehensive customer education progr,rm in the past. iin addition, Aqua obviouslyviews

the program as a one-time event, and therefore, it is proposing to amortize the associated

costs over five years. A review of the sketchy program details provided in Mr. Smeltzer's

testimony demonstrates that the major purpose of the program is actually to introduce the

new company name. To make the costs more palatable, Aqua intends to add a "tip of the

day" to its advertisements, but clearly the intent is promotion ofthe Aqua name. As stated by

Mr. Smeltzer on page 8 of his Direct Testimony, the campaign consists of radio ads,
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newspaper ads, and billboards that "would drive home the fact that we are the same company

with a new name...".

Did you request hard copies of the ads from the Company?

Yes, in OCA-II-23, we requested hard copies of advertising. None were provided by Aqua.

What do you recommend?

Based on the material provided to date, I recommend that these costs be excluded from the

Company's revenue requirement claim. The proposed customer education progftIrn is not an

on-going annual program to provide critical information to customers regarding their water

usage. This is a one-time program and the campaign is focused on introducing the Aqua

name. While Company management certainly has the right to change the Company's name,

ratepayers should not be responsible for costs resulting from any such change. Therefore, I

have not included these costs in my revenue requirement recommendation.

Please discuss the Company's revisions to its audit cost claim.

In its original filing, Aqua included an adjustment to increase its historic test year auditing

costs by $128,315, an increase of over 58% from the historic test year costs of $219,956.

Aqua indicated that this increase was primarily the result of new auditing requirements

relating to compliance with the Sarbanes-Oxley Act. In his Supplemental Testimony, Mr.

Schreyer increased this adjustment from $128,315 to $321,000. The new annual claim
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represents an increase of almost L50% of the actual historic test year costs. The vast majority

of this increase relates to 404 Compliance costs for Price Waterhouse Coopers, which

increased from $78,844 in the Company's original filing to $283,824, in Mr. Schreyer's

Supplemental Testimony. This estimate is based on a total cost projection of $540,000,

approximately 52.5o/o of which is projected to be allocated to Aqua.

There is very little support in the record for these charges. The Company is primarily

relying upon a one-page memo to Mr. Smeltzer that identifies a cost range of $540,000 to

$590,000. However, that memo indicates that "[w]e cannot provide a firm cost estimate

with respect to the attestation of internal controls since this is a new requirement for 2004,

the applicable auditing standards have not been finalized, and the actual scope of the work is

not yet known.'orl Moreover, the Company stated that it did not solicit bids for the

Sarbanes-Oxley Act compliance engagement since this work "must be conducted by the

external auditors who audit the financial statements."l2 Nor did Aqua provide a detailed

workplan for the activities that it claims will give rise to these additional costs.

What do you recommend?

Given the lack of supporting documentation for this increase, I have reflected the Company's

initial claim for auditing costs in my revenue requirement recommendation. This

recommendation, therefore, includes an increase of over 58% from the actual historic test

1l- Supplernental TEstimony of Mr. Schreyer, Schedule I (Attachment to 29S).
12 Response to OCA-IX-l(attached in Appendix C).
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year costs. However, I have not reflected Aqua's revised adjustment of $283,834' Aqua has

not demonstrated that its revised claim is known or measurable. Nor has it demonstrated that

the claim is reasonable, particularly when one considers that the current hourly rate for a

Price Waterhouse Coopers Partner ranges from $485 to $535 per hour.r3

K Anlortization of Acquisition AdiustmeJts

Please explain your acquisition adjustment relating to the NUI and White Rock

acquisitions.

As discussed in the Rate Base Section of this testimony, the Company included a positive

acquisition adjustment in rate base for the difference between the purchase price of the NtiI

and White Rock systems and the net book value of the plant acquired as a result of these

acquisitions. However, the Company did not include the associat ed amortization expense in

its overall revenue requirement claim. Mr. Smeltzer did quantifythis amortization expense in

Schedule 2 of his Direct Testimony, and he indicated that the Company would include this

expense in its Rebuttal Exhibits.

Since the OCA is not opposing the Company's acquisition adjustment for the NUI

and White Rock acquisitions, I have included the associated amorlization expense in my

revenue requirement recommendation. This adjustment is shown in Schedule ACC-30.

l3 Response to OCAIX-4., Attachment, Page 3 of 3 ((attached in Appendix C)
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Are you recommending any other amortization adjustments?

Yes, as discussed earlier, the OCA is recommending a negative acquisition adjustment to

reflect the difference between the purchase price of the other acquisitions made by the

Company since its last base rate case and the net book value of the assets acquired. ln all the

acquisitions except for NUI and White Rock, the Company paid less than the net book value

of the acquired properties. Therefore, a negative acquisition adjustment is appropriate, as

more fully addressed in the Direct Testimony of OCA witness Marilyn J. Kraus.

At Schedule ACC-31,I have made an adjustment to reflect the amortization of this

negative acquisition adjustment over 20 years. This is the same amortization period being

used for the NUI and White Rock acquisitions. In addition, I understand that the }0-year

amortization period has been used in the past for amortization of various acquisitions made

by Aqua.

L. Consolidated Income Taxes

Did Aqua include a consolidated income tax adjustment in its filing?

No, it did not. Aqua originally calculated its future test year income tax expense on a "stand-

alone" basis. The Company's filing ignored the fact that Aqua does not file its federal

income taxes on a stand-alone basis, but rather files as part of a consolidated income tax

group. By filing a consolidated return, Aqua can take advantage ofta,r losses experienced by

other member companies. The tax loss benefits generated by one goup member can be

shared by the other consolidated group members, resulting in a reduction in the effective
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federal income taxrateof the Company. These tax savings should be flowed through to the

benefi t o f Pennsylvania ratepayers.

Why should these tax benefits be flowed through to the Company's ratepayers?

These tax benefits should be flowed through to ratepayers because these benefits reflect the

actual taxes paid. Establishing a revenue requirement based on a stand-alone federal income

tax methodology would overstate the Company's expense, result in a windfall to the

Company, and result in rates that are higher than necessary-

Has this issue been addressed previously by the Commission?

Yes, this issue has been addressed previously, not only by the Commission but also by the

Pennsylvania courts. In spite of clear policy on this issue, the Company filed its income tax

claim on a stand-alone basis.

IIas the Company subsequently acknowledged that a consolidated income tax

adjustment is appropriate?

Yes, in response to OCA-VII-16(attached in Appendix C), the Company was asked to

explain why it did not include a consolidated income tax adjustment in its filing' No

explanation was provided in the Company's response to this request, although Aqua did

indicate in its response that it "has computed a consolidated income tax adjustment of

$75.306 and will include the adiustment in the revised accounting exhibit'"
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Have you reflected the consolidated income tax adjustment in your revenue

requirement calculation ?

Yes, I have. I have included the consolidated income tax adjustment at Schedule ACC-32.

M. Interest Svnchronization

Have you adjusted the pro forma interest expense for income tax purposes?

Yes, I have made this adjustment at Schedule ACC-33. It is consistent (synchronized) with

my recommended rate base, and with Mr. Hill's recommended capital structure and cost of

capital recommendations. My rate base recommendation and Mr. Hill's capital struchre and

cost of capital recommendations result in lowerpro forma interest expense forthe Company.

This lower interest expense, which is an income tax deduction for state and federal tax

pu{poses, will result in an increase to the Company's income tax liability under OCA's

recommendations. Therefore, our recommendations result in an interest synchrcnization

adjustment that reflects a higher income tax burden for the Company and a decrease to pro

forma income at present rates.

What income tax factor have you used to quantify your adjustments?

As shown on Schedule ACC-34, I have used a composite income tax factor of 41.49o/o,

which includes a state income tax rate of 9.99% and a federal income tax rate of 35o/o. These

are the same state and federal income tax rates included in the Company's filing.
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What revenue multiplier have you used for your adjustments?

MyrevenuemultiplierincludesthePUC assessment of .0A4954026534,theOCA assessment

of .001180207096, the Office of Small Business Advocate ("OSBA") assessment of

.000153433082, and the uncollectible rate of .65872. With the exception of the PUC

assessment, these rates are those included in the Company's filing. For the PUC

assessment, I used an updated rate provided by the Company in response to OTS-RE-9I . My

revenue multiplier also includes the state and federal income tax rates discussed above. My

recommendations result in a revenue multiplier of 1.7315, as shown on Schedule ACC-35,

which is slightly higher than the rate of 1.7313 used by the Company.

REVENUE REOUIREMENT SUMMARY

What is the result of the revenue requirement recommendations contained in your

testimony?

My recommendations result in a revenue requirement surplus at present rates of $91 0,470, as

summarized on Schedule ACC-I. This recommendation reflects revenue requirement

adjustments of $26,2i 0,470 to the Company's requested revenue requirement increase, as

originally filed, of $25,300,000, which was updated in discovery to approximately $26.2

million.
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r Q. Have you quantified the revenue requirement impact of each of your

2 recommendations?

s A. Yes, at Schedule ACC-36, I have quantified the revenue requirement impact of each of the

4 rate of return, rate base, revenue and expense recommendations contained in this testimony.

5

e Q. Have you developed a pro forma income statement?

t A. Yes, Schedule ACC-37 contains a pro forma income statement, showing utility operating

e incom€ under several scenarios, including the Company's claimed operating income at

9 present rates, my recommended operating income at present rates, and operating income

10 under my proposed rate decrease. My recommendations will result in an overall return on

![r rate base of 7.91o/o. as recommended bv Mr. Hill.

l 2

r-3 Q. Does this conclude your testimony?

t4 A. Yes, it does.

Ls 78200.doc
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-companv utilitv state Docket Date Tooic On BeEalf Of

-
Comcast of Jersey CitY, et al.

Delmarva Power and Light ComPanY

Atmos Energy Corp.

Aquila, Inc. (UCU)

CenturyTel of Northwest Arkansas,
LLC

Borough of Butler Electric Utility

Comcast Cablevision of Avalon
Comcast Cable Communications

I Delmarva Power and Light ComPanY

I dlbla Conectiv Power Delivery
I

I xansas Gas Service
I
I
I Washington Gas Light ComPanY

Pawtucket Water Supply Board

Atlantic City Electric Company

Public Service Company
of New Mexico

Comcast - Hopewell, et al.

Cablevision Systems Corporation

Comcast-Garden State / Northwest

Midwest Energy, Inc. and
Westar Energy, lnc.

Time Warner Cable

Westar Energy, Inc.

Public Service Electric and Gas
Company

Atlantic City Electric Company
d/b/a Conectiv Power Delivery

Wallkill Sewer Company

G

New Jersey

Delaware

Kansas

Kansas

Arkansas

New Jersey

New Jersey

Delaware

Kansas

Maryland

Rhode lsland

New Jersey

New Mexico

New Jersey

New Jersey

New Jersey

Kansas

New Jersey

Kansas

New Jersey

New Jersey

New Jersey

cR03080598-601

03-378F

03-ATMG-1036-RTS

02-uTcG-701-GlG

03-041-u

cR03010049163

cRo30201 31 -1 32

03-127

O3.KGSG-602-RTS

8959

3497

8003020091

03-000-17 UT

cR021 10818
cR021 1 0823-825

cR021 10838, 43-50

cR021 0071 5
cR021 0071 I

O3-MDWE-421-ACQ

cR02100722
cR021 00723

01-wsRE-949-GlE

ER02080604
PUC 7983-02

ER02080510
Puc 6917-025

wR02030193
wR02030194

2/04 cable Rates

2/04 Fuel Clause

1'll03 Revenue Requirements

10/03 Using utility assets as
collateral

10/03 Affrliated Interests

9/03 RevenueRequirements

9/03 Cable Rates

8/03 Revenue Requirements

7/03 RevenueRequirements

6/03 Cost of Capital
Incentive Rate Plan

6/03 RevenueRequirements

5/03 Stranded Costs

5/03 Cost of Capital
Cosl Allocations

5/03 Cable Rates

4/03 Cable Rates

4/03 Cable Rates

4/03 Acquisition

4/03 Cable Rates

3103 RestructuringPlan

1/03 Defened Balance

1/03 Defened Balance

12102 Revenue Requirements
Purchased Sewage
Treatment Adju$tment

Division of the
Ratepayer Advocate

Division of the
Public Advocate

Citizens' Utility
Ratepayer Board

Citizens' Utility
Ratepayer Board

The Arkansas Public
Service Commission
General Stafi

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Division of lhe
Public Advocate

Citizens' Utility
Ratepayer Board

U.S. DOD/FEA

Division of Public
Utilities and Carriers

Division of the
Ratepayer Advocate

Office of the New
Mexico Attorney General

Dvision of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Citizens' Utility
Ratepayer Board

Division of the
Ratepayer Advocate

Citizens' Utility
Ratepayer Board

Division of the
Ratepayer Aclvocate

Division of the
Ratepayer Advocate

Division ot the
Ratepayer Advocate

W

\A^N
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\ Companv Utilitv 9tate Docket Date Tooic On Behalf Of

Midwest Energy' Inc.

Comcast-LBl Crestwood

Reliant EnergY Arkla

Midwest EnergY, Inc.

Comcast Cablevision of Avalon

RCN Telecom Services, Inc.' and
Home Link Communications

Washington Gas Light ComPanY

Chesapeake Utilities Corporation

Washington Gas Light ComPanY

Tidewater Utilities, Inc.

Westem Resources, Inc.

Empire Districl Electric CompanY

Soulhwestern Public Service
Company

Cablevision Systems

Potomac Electric Power ComPanY

Vermont Yankee Nuclear Power Corp.

Delmarva Power and Light ComPanY

VermontYankee Nudear Power CorP.

Pawtucket Water Supply Company

Chesapeake Utilities Corporation

Potomac Electric Power Company

12102 Revenue Requirements

J 1/02 Cable Rates

10/02 Affiliated Interest
Transactions

10/02 Gas Rates

7/02 Cable Rates

7/02 Cable Rates

7102 Rate of Retum
Rate Design
(Rebuttal)

7/02 Rate Design
Tariff lssues

6/02 Rate of Return
Rate Design

6/02 RevenueRequirements

5/02 Financial Plan

5/02 Revenue Requirements

4/02 Fuel Costs

4/02 Cable Rates

4/02 DivestitureProcedures

3/02 Sate of W to Entergy
CorP.
(Supplemental)

1/02 Gas Cost Adjustment

1/02 Sale of W to Entergy
CorP

12101 Revenue Requirements

12101 Revenue Requirements

12101 Divestiture Proceclures

7

L,

Kansss

New Jersey

Oklahoma

Kansas

New Jersey

New Jersey

Maryland

Delaware

Maryland

Delaware

Kansas

Kansas

New Mexico

New Jersey

District of
Columbia

Vermont

Delaware

Vermont

Rhode lsland

Delaware

Maryland

03-MDWE-001-RTS

cR02:050272
cR02050270

PUD200200166

Oz.MDWG.922.RTS

cR020301 34
cR02030137

cR02010044,
cR02010047

8920

01-307, Phase ll

8920

02-28

01-WSRE-g49-GlE

02.EPDE-488-RTS

3709

CR011'10706, et al

945, Phase ll

6545

01-348F

6545

3378

01-307, Phase I

8796

Citizens' Utitity
Ratepayer Board

Division of the
Ratepayer Advocate

Oklahoma Corporation
Commission, Public
Utility Division Staff

Gitizens' Utility
Ratepayer Boarcl

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

General Services
Administration (GSA)

Division of the
Public Advocate

General SeMces
Administralion (GSA)

Division of the
Public Advocate

Citizens' Utility
Ralepayer Board

Citizens' Utility
Rategayer Board

Office of the New
Mexico AttomeY Genetal

Division of the
Ratepayer Advocate

General Services
Administration (GSA)

Department o{ Public
Service

Division of the
Public Advocate

Department of Public
Service

Division of Publac
Utilities and Carriers

Division of lhe
Public Advocate

General Services
Administration (GSA)
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Comoanv Utilitv State Docket Date Tooic on aebslE

- Kansas Electric Power Cooperative

Wellsboro Electric ComPanY

Kent County Water Authority

Pepco and New RC' Inc'

Potomac Electric Power
Co. & Delmarva Power

Yankee Gas ComPanY

Hope Gas, Inc., d/b/a Dominion HoPe

Pennsylvania-American
Water Company

Potomac Electric Power
Co. & Delmarva Power

Comcast Cablevision of
Long Beach lsland, et al

Kent County Water Auihority

Pennsylvania-American
Water Company

Roxiticus Water Company

Hope Gas, Inc., d/b/a Dominion HoPe

Western Resources, Inc.

Westem Resources, Inc.

Cablevision of Allamuchy, et al

Public Service Company
of New Mexico

Keauhou Community Services, Inc

Westem Resources, Inc.

Kansas 01 -KEPE-1 1 06-RTS

Pennsylvania R-00016356

Rhode lsland 331 1

District of 1002
Columbia

Delaware 01-194

11/01 Depreciation
Methodology
(Cross Answering)

11/0'l Revenue Requirements

10/01 Revenue Requirements
(Sunebuttal)

10/01 Merger lssues and
Performance Standards

10/01 Merger lssues and
Performance Standards

9/01 AffiliatedTransactions

9/01 RevenueRequirements
(Rebuttal)

9/01 RevenueRequirements
(Sunebuttal)

9/01 Merger lssues and
Performance Standards

9101 Cable Rales

8/01 Revenue Requirements

8101 RevenueRequirements

8/01 Revenue Requirements
Cosl of Capital
Rate Design

6/01 Restructuring
Financial Integrity
(Rebuttal)

6/01 Restructuring
Financial Integrity

4101 Cable Rates

4lA1 Holding Company

4101 Rate Design

Revenue Requirements
Affiliated Interests
(Motion for Suppl. Changes)

Citizens' Utility
Ratepayer Board

Office of Consumer
Advocate

Division of Public
Utilities and Caniers
General Services
Administration (GSA)

Division of the
Public Advocate

Ofiice of Consumer
Counsel

The Consumer Advocate
Division of the PSC

Office of Consumer
Advocate

General Services
Administration (GSA)

Division of the
Ratepayer Advocate

Division of Public
Utilities and Caniers

Offce of Consumer
Advocate

Division of the
Ratepayer Advocate

Citizens' Utility
Ratepayer Board

Citizens' UtilitY
Ratepayer Board

Division of the RatePaYer
Advocate

Office of the Atlorney
General

Division o{ Consumer
Advocacy

Citiz€ns' Utility
Ratepayer Board

W

E

G

G

W

W

t

Connecticut

West Virginia

01-05-19PH01

01-0330-G-427
01-0331-G-30C
01-1842.GT-T
01-0685-G-PC

R-00016339

8890

cRo1030149-50
cRo1050285

Q.411

R-00016339

wR01030194

01 -0330-G-427
01-0331-G-30C
01-1 842-GT-T
01-0685-G-PC

01-wsRE-949-GlE

01-wsRE-949-GlE

CR00100824, etc.

3137, Holding Co.

00-0094

01-WSRE.436-RTS

Pennsylvania

Maryland

New Jersey

Rhode lsland

Pennsylvania

New Jersey

West Virginia

KanEas

Kansas

New Jersey

New Mexico

Hawaii

Kansas

8/Ol RevenueRequirements TheConsumerAdvocate
Division of the PSC
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J- 
Western Resources, lnc'

Public Service ComPanY of New
Mexico

Chem-Nuclear Systems' LLC

Southem Connecticut Gas ComPanY

Atlantic City Sewerage Corporation

Delmarva Power and Light ComPanY
d/b/a Conectiv Power Delivery

senate Bill 190 Re:
Performance Based Ralemaking

Delmarva Power and Light ComPanY

Waitsfield Fayston TelePhone
Company

Delaware Electric CooPerative

Commission InquirY into
Performance-Based Ratemaking

Pawtucket Water SUPPIY Board

Public Service ComPanY of
New Mexico

Laie Water Company

El Paso Electric Company

Public Service Company of
New Mexico

PG Energy

Consolidated Edison, Inc.
and Northeast Utilities

Sussex Shores Water Company

Utilicorp United, Inc.

TCI Cablevision

Oklahoma Natural Gas Company

01-WSRE-436-RTS

3137, Part l l l

2000-366-A

00-12-08

wR00080575

00-314

Senate Bill 190

00-463-F

6417

00-365

00-GIMG-425-GlG

3164
Separation Plan

3137, Part l l l

00-001 7
Separation Plan

3170, Part l l ,  Ph. 1

3137 - Part l l
Separation Plan

R-000051 1 I

00-01-1 1

99-576

OO.UTCG-336.RTS

9972-9146

PUD 990000166
PUD 980000683
PUD 990000570

4101 RevenueRequirements
Afiiliated Interests

4t01 Standard Offer Service
(Additional Direct)

03/01 Allowable Costs

03/01 Aftiliated Interest
Transactions

3/01 RevenueRequirements
Cost of Capital
Rate Design

3/01 Margin Sharing

2101 Performance-Based
Ratemaking Mechanisms

2101 Gas Cost Rates

12100 Revenue Requirements

11100 Code ofConducl
Cost Allocation Manual

10/00 Performance-Based
Ratemaking Mechanisms

'10/00 Revenue Requirements

9/00 Standard Offer Service

8/00 Rate Design

7/00 ElectricRestructuring

7/00 Elec{ric Restructuring

6/00 RevenueRequirements

4/00 Merger lssues
(Additional Supplemental)

4/00 Revenue Requirements

4100 RevenueRequirements

4/00 Late Fees
(Aflidavit)

3100 Pro Forma Revenue
Atfiliated Transactions
(Rebuttal)

Citizens' Utility
Ratepayer Board

Office of the AttorneY
General

Department of
Consumer Affairs

Office of
Consumer Counsel

Division of the
Ratepayer Advocate

Division of the
Public Advocate

Citizens' UtilitY
Ratepayer Board

Dvision of the
Public Advocate

Department of
Public Service

Division of the
Public Advocate

Citizens' UtilitY
Ratepayer Board

Division of Public
Utilities and Carriers

Office of the
Attorney G€neral

Division of
Consumer Advocacy

Office of ihe
Attomey General

Office of the
Attomey General

Ofiice of Consumer
Advocate

Ofiice of Consumer
Counsel

Division of the
Public Advocate

Citizens' Utility
Ratepayer Board

Honora Eppert, et al

Oklahoma Corporation
Commission, Public
Utitity Division Staff

sw

E/G

Kansas

New Mexico

South Carolina

Connecticut

New Jersey

Delaware

Kansas

Delaware

Vermont

Delaware

Kansas

Rhode lsland

New Mexico

Hawaii

New Mexico

New Mexico

Pennsylvania

Connecticut

Delaware

Kansas

Missouri

Oklahoma

\,

G

u

W

W

G
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Comoanv Utilitv State Docket Date Topic On Behalf Of

,- 
Tidewater Utilities, |nc.
Public Water SuPPIY Co.

Delmarva Power and Light ComPanY

Philadelghia Suburban Waler Company

Philadelphia Suburban Water Company

Consolidsled Edison, Inc.
and Northeast Ulilities

Oklahoma Natural Gas ComPanY

Connecticut Natural Gas ComPanY

Time Wamer Entertainment
Company, L.P.

TCI Communications, lnc., et al

Southwestem Public Service Company

New England Electric System
Easlem Ulility Associates

Delaware Eleciric Cooperative

Jones Intercable, lnc.

Texas-New Mexico Power ComPanY

Southem Connecticut Gas ComPanY

TCI Cable Company

All Regutated Companies

Mile High Cable Partners

Electric Restructuring Comments

Long Neck Water Company

Delmarva Power and Light Company

W Delaware 99.{66

c/E Delaware 99'582

W Pennsylvania R-00994868
R'00994877
R-00994878
R-00994879

W Pennsylvania R-00994868
R-00994877
R-00994878
R-00994879

E/G Connecticut 00-01-11

G Oklahoma PUD 990000166
PUD 980000683
PUD 990000570

G Connecticut 99-09'03

3/00 RevenueRequirements

3/00 Cost Accounting Manual
Code of Conduct

3/00 RevenueRequirements
(Sunebuttal)

2/00 RevenueRequirements

2/00 Merger lssues

1/00 Pro Forma Revenue
Afiiliated Transactions

1/00 Affiliated Transactions

1999 Late Fees
(Aftidavat)

1999 Late Fees
(Affidavit)

12199 MergerAPProval

11/99 Merger PolicY

11/99 Electric Restructuring

10/99 Cable Rates
(Affidavit)

10/gg Acquisition lssues

9/99 Affiliated Interest

9/99 Cable Rates
Forms 1240/1205

8/99 FilingRequirements
(Position Statement)

7/99 Cable Rates
(Afiidavit)

7/99 Regulatory PolicY
(Supplemental)

6/99 Revenue Requirements

6/99 Electric Restructuring

lndiana

lndiana

E New Mexico 3116

E Rhode lsland 2930

Delaware 99'457

Maryland CAL98-00283

E New Mexico 3103

G Connecticut 99-04-18

C NewJersey CR99020079
et al

E/G/VV Delaware Reg. No.4

Colorado 95-CV-5195

Delaware Reg. 49

Delaware

E Delaware 99-163

48D06-9803-CP'423

55D01 -9709-CP-0041 s

Division of the
Public Advocate

Division of the
Public Advocate

Office of Consumer
Advocate

Office of Consumer
Advocate

Office of Consumer
Counsel

Oklahoma Corporation
Commission, Public
Utility Division Stafi

Office of Consumer
Counsel

Kelly J. Whiteman,
et al

Franklin E. Littell, et al

Office of the
Attomey General

Department of
Attomey General

Division of the
Public Advocate

Cynthia Maisonette
and Ola Renee
Chatman, et al

Office of Attorney
General

Office of Consumer
Counsel

Division of the
Ratepayer Advocate

Division of the
Public Advocate

Brett Marshall,
an individual, et al

Division of the
Public Advocate

Division of the
Public Advocate

Division of the
Public Advocate
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District of
Columbia

lndiana

N€w Jersey

W/WW New JerseY

945

49c01 -9802-cP-000386

TO97100792
PUCOr 11269-97N

wR9810116'�1
wR98101162
PUCRS 11514-98N

cR98111197-199
cR98111190

cR97090624-626
cw 1697-98N

2860

wR98101161
wR98101162

945

97.WSRE-676.MER

98.479F

CR97070479 et al

945

TO97100792
PUCOT 11269-97N

97-WSRE.676-MER

97.WSRE-676-MER

6117-6119

6 1 1 7 - 6 1 1 9

61 17-61 19

EM98070433

6/99 Divestiture of
Generation Ass€ts

6/99 Late Fees
(Afiidavit)

6/99 Economic SubsidY
lssues
(Sunebuttal)

5/99 RevenueRequirements
Rate Design
(SuPPlemental)

5/99 Cable Rates
Fom|s 124011205

5/99 Cable Rates ' Form '1235

(Rebuttal)

4ir99 RevenueRequirements

4/99 RevenueRequirements
Rate Design

4/99 Divestiture of Assets

4/99 Merger APProvat
(Sunebuttal)

3/99 Fuel Costs

3/99 Cable Rates

3/99 Regulatory PolicY

3/99 Tarifi Revision
PayPhone Subsidies
FCC Services Test
(Rebuttal)

3/99 MergerApProval
(Answering)

2/99 MergerAPProval

1/99 Late Fees
(Additional Oirect
SuPPlemental)

U.S. GSA - Public Utilities

Ken Hecht, et al

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocale

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Division of Public
Utilities & Caniers

Division of the
Ratepayer Advocate

U.S. GSA - Public Utilities

Citizens' uiility
Ratepayer Board

Division of the
Public Advocate

Division ot the
RatePaYer Advocate

U.S. GSA - Public Utilitier

Division of the
RatePaYer Advocate

Citizens' UtilitY
Ratepayer Board

Citizens' Utility
Ratepayer Board

Department of
Public Service

7
Potomac Electric Power ComPanY

Comcast

Petitions of BA-NJ and
NJPA re: PaYPhone OPs

i Montague Water and
I Sewer ComPanies

I cabtevision of

I 
aerOen, Bayonne, Newark

I Cablevision of

I 
eeroen, Hudson, Monmouth

I 
f.nt County Water AuthoritY

I
I Montague Water and

| :::'i:""""'
I " " "
t Weslem Resources, Inc. and
I K.nt.t CitY Power & Light

7 oa,trt. Power ano urgm comPanv

I
I Lenfest Atlantic

I 
d/b/a Suburban Cable

I 
Ebctric Restrucluring Comments

I
I Petitions of BA-NJ and

I 
NJPA re: Payphone oPs

I
I *"rr"* Resources, Inc. and

I 
Xansas City Power & Light

I Western Resources, lnc. and

I 
xansas City Power & Light

I 

eoannia Cable Communicalions

I
I oo"'Pn," cabte communications

I
I 

ndelPnia Cable Communications

I or.nn" and Rockland/
J Consolidated Edison

I

WIVW New Jersey

District of
Columbia

Kansas

Delaware

New Jersey

District of
Columbia

New Jersey

Vermont

Vermont

New Jersey

New Jersey

Rhode lslancl

Vermont

New Jersey

12198 Cable Rates (Forms 1240, Department of

1205, 1235) and Late Fees Public Service
(Oirect SuPPlemental)

12198 Cable Rates (Forms 1240, Department 0f
1205, 1235) and Late Fees Public Seruice

11/98 Merger Approval Division ot the
Ratepeyer Advocate
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1 1/98 Cable Rates - Form 1235 Division of the
Ratepayer Advocate

,

W

W

Cablevision

Petitions of BA-NJ and
NJPA re: Payphone OPs.

United Water Delaware

Cablevision

Potomac Electric Power ComPanY

Investigation of BA-NJ
lntraLATA Calling Plans

Investigation of BA-NJ
IntraLATA Calling Plans

TCI Cable CompanY/
Cablevision

Mount Holly Water ComPanY

Pawtucket Water SuPPIY Board

Pawtucket Water SuPplY Board

Energy Master Plan Phase ll
Proceeding - Restructuring

Energy Master Plan Phase I
Proceeding - Restructuring

Shorelands Water ComPanY

TCI Communications, Inc.

Citizens Telephone
Co. of Kecksburg

Consumers Pennsylvania Water Co.
- Shenango Valley Division

Universal Service Funding

Universal Service Funding

Consumers Pennsylvania Water Co.
- Shenango Valley Division

Delmarva Power and Light ComPany G/E

New Jersey

New Jersey

Delaware

New Jersey

Maryland

New Jersey

New Jersey

New Jersey

NsYv Jersey

Rhode lsland

Rhode lsland

New Jersey

New Jersey

New Jersey

New Jersey

Pennsylvania

Pennsylvania

New Jersey

New Jersey

Pennsylvania

Delaware

cR97090624
cR97090625
cR97090626

TO97100792
PUCOT 1 1269-97N

Docket No. 98-98

cR97100719, 726
730,732

Case No. 8791

TO97100808
PUCOT 11326-97N

TO97100808
PUCOT 1 1 326-97N

cTV 0326,4-03268
and CTV 05061

wR98020058
PUC 03131-98N

2674

2674

EX94120585U,
EO97070457,60,63,66

EX941 20585U,
E097070457,60,63,66

wR97110835
PUC 11324-97

cR97030141
and others

R-00971 229

R-00973972

TXg5120631

TXg5120631

R-00973972

97-65

10/98 Payphone Subsidies
FCC New Services Test

8/98 Revenue Requirements

8/98 Cable Rates
(Oral TestimonY)

8/98 RevenueRequirements
Rate Design

8/gg Anti-Competitive
Praclices
(Rebuttal)

7198 Anti-Competitive
Practices

7/98 Cable Rates

7/98 RevenueRequirements

5/98 Revenue Requirements
(Sunebuttal)

4/98 RevenueReguirements

4/98 Electric Restructuring
lssues
(Supplemental Surrebuttal)

3/98 ElectricRestructuring
lssues

2/98 RevenueRequirements

11/97 Cable Rates
(Oral TestimonY)

11/97 Altemative Regulation
Network Modernization

10/97 Revenue Requirements
(Sunebuttal)

10/97 Schools and Libraries
Funding
(Rebuttal)

9/97 Low lncome Fund
High Cost Fund

9/97 RevenueRequirements

9/97 Cost Accounting Manual
Code of Conduct

Division of the
Ratepayer Advocate

Division of the
Public Advocate

Division of the
Ratepayer Advocate

U.S. GSA - Public Utilities

Division ot the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Division o{ the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Division of Public
Utilities & Caniers

Division of Public
Utilities and Caniers

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Office of Consumer
Advocate

Office of Consumer
Advocate

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Ofiice of Consumer
Advocale

Office of the Public
Advocate
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T' 
Western Resources, Oneok, and WAI

Universal Service Funding

Universal Service Funding

Kent County Water Authority

lronton Telephone Company

lronton Telephone Company

Comcast Cablevision

Maxim Sewerage Corporation

Kent County Water Authority

Consumers Pennsylvania
\ Water Co. - Roaring Creek

a
7 Consumers Pennsylvania

Water Co. - Roaring Creek

Delmarva Power and
Lighl Company

Middlesex Water Company

Maxim Seweraoe CorDoration
l -
I
l , n r " r r r r , .Nav iga t i on
I company

I
| ,n,.or.,. Navigation company

I
I
I Electric Reshuciuring Comments
I
I
I unn"o water Delaware

I
I
I PEPCO/BGE/

I Merger Application
I

I
I Western Resources. lnc.

E/G

E/G

9/97 Transfer of Gas Assets

9/97 Schools and Libraries
Funding
(Rebuttal)

8/97 Schools and Libraries
Funding

8/97 RevenueRequirements
(Sunebuttal)

8/97 Altemative Regulation
Network Modernization
(Surrebuttal)

7/97 AltemaliveRegulation
Network Modernization

7/97 Cable Rates
(Oral TestimonY)

7/97 Revenue Requirements

6'197 Revenue Reguiremenls

6/97 Revenue Requirements
(Surrebuttal)

5/97 RevenueRequirements

5/97 Merger Policy

4/97 Revenue Requirements

3/97 PurchasedSewerage
Adjustment

3/97 Revenue Requirements
Cost of Capital
(Surrebuttal)

10/96 Regulatory PolicY
Cost of Capital
(Rebuttal)

10/96 Revenue Requirements
Cost of Capital
(Supplemental)

9/96 Regulatory Policy,
Cost of Capital

W

Kansas

New Jersey

Ne$/ Jersey

Rhode lsland

Pennsylvania

Pennsylvania

New Jersey

New Jersey

Rhode lsland

Pennsylvania

Pennsylvania

Delaware

New Jersey

New Jersey

Rhode lsland

Rhode lsland

District of
Columbia

Delaware

District of
Columbia

Kansas

District of
Columbia

WSRG-486-MER

TX95120631

TX95120631

2555

R-00971 1 82

R-00971 182

Various

wR97010052
PUCRA 3154-97N

2555

R-00973869

R-00973869

97-58

wR96110818
PUCRL 11653-96N

wR96080628
PUCRA 09374-96N

2484

2484

945

96-1 94

951

1 93,306-U
1 93,307-U

951

Citizens' Utility
Ratepayer Board

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Division of Public
Utilities and Caniers

Office of Consumer
Advocate

Office of Consumer
Advocate

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Division of Public
Utilities and Caniers

Ofiice of Consumer
Advocate

Ofiice of Consumer
Advocate

Office ol the Public
Advocate

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Division of Public
Utilities & Carriers

2/97 Revenue Requirements Division of Public
Cost of Capital Utilities & Carriers

1/97 Regulatory Policy U.S. GSA - Public Utilities

1/97 Revenue Requirements Ofiice of the Public
Advocate

GSA

Citizens' Utility
Ratepayer Board

U.S. GSA - Public Utilities
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Utilicorp United, lnc.

TKR Cable Company of Gloucester

TKR Cable Company of Warwick

Delmarva Power and Light Company

Westem Resources, Inc.

Princeville Utilities Company, Inc.

Western Resources, Inc.

Environmental Disposal Corporation

Environmental Disposal Corporation

Lanai Water Company

Cablevision of New Jersey, Inc.

Cablevision of New Jersey, Inc.

Chesapeake Utilities Corporation

East Honolulu
Community Services, Inc.

Wilmington Suburban
Water Corporation

Environmental Disposal Corporation

Roaring Creek Water Company

Roaring Creek Water Company

Environmental Disposal Corporation

Delmarva Power and Light Company

Delmarva Power and Light Company

Empire District Electric Company

7

)

G Kansas

C New Jersey

C NewJersey

Delaware

Kansas

WI/VVV Hawaii

Kansas

WW New Jersey

\A/W NewJersey

W Hawaii

C NewJersey

C New Jersey

Delaware

Delaware

WW New Jersey

W Pennsylvania

W Pennsylvania

WW New Jersey

Delaware

Delaware

Kansas

193,787-U

crvo7030-95N

cTVo57537-95N

95-1 96F

193,306-U
193,307-U

95-0172
95-0168

193,305-U

wR94070319
(Remand Hearing)

wR94070319
(Remand Hearing)

s4-0366

cTVo1382-S5N

cTV01381-95N

95-73

7718

94-149

wR94070319

R-009431 77

R-009431 77

wR94070319

94-84

94-22

190,360-U

8/96 RevenueRequirements

7/96 Cable Rates
(Oral Testimony)

7/96 Cable Rates
(Oral Testimony)

5/96 Fuel Cost Recovery

5/96 RevenueRequirements
Cost of Capital

1/96 Revenue Requirements
Rate Design

1/96 Revenue Requirements
Cost of Capital

11/95 Revenue Requirements
Rate Design
(Supplemental)

11195 Revenue Reguirements

10/95 Revenue Requirements
Rate Design

8/95 Basic Service Rates
(Oral Testimony)

8/95 Basic Service Rates
(Oral Testimony)

7/95 RevenueRequirements

6/95 Revenue Requirements

3/95 Revenue Requirements

1/95 Revenue Requirements
(Supplemental)

1/95 Revenue Requirements
(Sunebuttal)

8194

8/94

Citizens' Ulility
Ratepayer Board

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Office of the Public
Advocate

Citizens' Utility
Ratepayer Board

Princeville at Hanalei
Community Association

Citizens' Utility
Ratepayer Board

Division of the
Ratepayer Advocate

Division of the
Ralepayer Advocate

Division of Consumer
Advocacy

Division of the
Ratepayer Advocate

Division of the
Ratepayer Advocate

Office of the Public
Advocate

Division of Consumer
Advocacy

Office of the Public
Advocate

Division of the
Ratepayer Advocate

Office of Consumer
Advocate

12194 Revenue Requirements Office of Consumer
Advocate

12194 Revenue Requirements Division of the
Ratepayer Advocale

'11194 Revenue Requirements Office of the Public
Advocate

Revenue Requirements Offtce of the Public
Actvocale

RevenueReEuirements Citizens'Utility
Ratepayer Board
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-
Morris CountY MuniciPal
Utility Authori$

US West Communications

Pawtucket Water SUPPIY Board

US West Communications

Pawtucket Water SUPPIY Board

Pollution Control Financing
Authority of Camden County

Roaring Creek Water ComPanY

I Roaring Creek Water ComPanY

I
I Kent County Water Authority

Wlmington Suburban
Water ComPanY

Kent County
Water Authority

Camden County EnergY
Recovery Associates, Inc.

Pollution Control Financing
Authority of Camden CountY

Jamaica Water SUPPIY ComPanY

New Jersey-American
Water Company

Passaic County Utilities Authority

East Honolulu
Community Services, Inc.

The Jersey Central
Power and Light ComPanY

Mercer County
lmprovement Authority

Garden State Water Company

Elizabethtown Water Company

New-Jersey American
Water Company

Pennsylvania-American
Water Company

SW NewJersey

Arizona

W Rhode lsland

W Rhode lsland

SW New Jersey

W Pennsylvania

W Pennsylvania

W Rhode lsland

Delaware

W Rhode lsland

SW NewJersey

SW New Jersey

W New York

W/IWV New Jersey

SW NewJersey

WW Hawaii

E New Jersey

SW NewJersey

W New Jersey

W NewJersey

W/WW New Jersey

W Pennsylvania

MM10930027
ESW 1426-94

E-1 051 -93-1 83

2158

E-1051-93-183

2158

s R 9 1 1 1 1 7 1 8 J

R-00932665

R-00932665

2098

93-28

2098

sR91111718J
ESW1263-92

s R 9 1 1 1 1 7 1 8 J
ESW 1263-92

92-W-0583

wRg2090908J
PUC 7266-925

sRg1 121816J
ESW0671-92N

7064

PUC00661-92
ER91 1 21 820J

EWS11261-91s
sR91 1 1 1682J

wR9109-1483
PUC 09118-91S

wRg108-1293J
PUC 08057-91N

wRg108-1399J
PUC 8246-91

R-91 1909

6/94 RevenueRequirements

5/94 Revenue Requirements
(Suffebuttal)

5/94 RevenueRequirements
(Sunebuttal)

3/94 RevenueRequirements

3/94 RevenueRequirements

2/94 RevenueRequirements
(Supplemental)

9/93 RevenueRequirements
(Supplemental)

9/93 RevenueRequirements

8/93 RevenueRequirements
(Sunebuttal)

7/93 RevenueReguirements

7/93 RevenueReguirements

4/93 Revenue Requirements

4/93 RevenueRequirements

3/93 Revenue Requirements

2/93 RevenueRequirements

9/92 RevenueRequirements

8/92 RevenueRequirements

7/92 RevenueRequirements

5/92 RevenueRequirements

2/92 Revenue Requirements

1/92 Revenue Requirements

12191 Revenue Requirements

10/91 Revenue Requirements

Rate Counsel

Residential Utility
Consumer Office

Division of Public
Utilities & Caniers

Residential Utilily
Consumer Oflice

Division of Public
Utilities & Carriers

Rate Counsel

Oflice of Consumer
Advocate

Office of Consumer
Advocate

Division of Public
Utilities and Caniers

Office of Public
Advocate

Division of Public
Utilities & Caniers

Rate Counsel

Rate Counsel

County of Nassau
Town of Hempstead

Rate Counsel

Rate Counsel

Division of Consumer
Advocacy

Rate Counsel

Rate Counsel

Rate Counsel

Rate Counsel

Rate Counsel

Office of Consumer
Advocate



Appendix A
Page I1 of l!

The Columbia Group, Inc., Testimonies of Andrea C. Crane

\
Comoanv Utilitv State Docket Date Tooic On Behalf Of

- -- Mercer CountY
lmprovement Authority

Kent County Water Authority

New York Telephone

New York Telephone

Kent County Water AuthoritY

Ellesor Transfer Slation

I tnterstate Navigation co.
I

I
I 

Automated Modular SYstems, Inc.

I
I a*tt cetlutar, Inc.

10/90 Revenue Requirements

8/90 RevenueRequirements
Regulatory PolicY
(Sunebuttal)

7190 RevenueRequirements
Affiliated Interests
(SupPlemental)

7/90 RevenueRequirements
Affiliated lnlerests

6/90 RevenueRequirements
Regulatory PolicY

11/89 Regulatory Policy

8/89 RevenueRequirements
Regulatory PolicY

5/89 RevenueRequirements
Schedules

2/89 Regulatory PolicY

W

SW

SW

SW

New Jersey

Rhode lsland

New York

New York

Rhode lsland

New Jersey

Rhode lsland

New Jersey

Connecticut

sR9004-0264J
PUC 338S-90

1952

90-C-0191

90.c-0191

1952

so8712-1407
PUC 1768-88

D-89-7

PUC1769-88

Rate Counsel

Division of Public
Utilities & Caniers

NY State Consumer
Protection Board

NY State Consumer
Protection Board

Division of Public
Utilities & Caniers

Rate Counsel

Division of Public
Utilities & Carriers

Rate Counsel

First Selectman
Town of Redding

W
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AQUA PENNSYLVANIA, INC.

FUTURE TESTYEAR ENDING JUNE 30,2OO4

REVENUE REQUIREMENT SUMMARY

Company
Claim

Recommended
Adjustment

Schedule ACC-1

Recommended
Position

1. Pro Forma Rate Base

2. Required Cost of Capital

3. Required Retum

4. Operating Income @ Present Rates

5. Operating lncome Deficiency

6. Revenue Multiplier

7. Revenue Requirement lncrease

(A)
$991,534,508 ($8,373,072) $983,161,436

9.15o/o -1.24o/o 7.91o/o

$90,706,973 ($12,939,936) $77,767,037

76,093,873 2,198,990 78,292,863

$14,613,100 ($15,138,926) ($525,826)

(B)

(c)

(D)

1.7313 1.7315

$25.300.000 ($2CI.zt-0-420) ($E1[4ZO)

1 .7315 (E)

Sources:
(A) Company Exhibit 1-A, pages 2 and 81.
(B) Schedule ACC-2.
(C) Schedule ACC-10.
(D) Schedule ACC-11.
(E) Schedule ACC-35.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2fiI4

RATE BASE SUMMARY

1. tntangible Plant
2. NUI & White Rock Acquisition Adjustments
3. Non Depreciable Plant
4. Penn Vest D.O.C.
5. Depreciable Plant

6. Total Utili$ Plant in Service

Less:
7. Accumulated DePreciation

8. Net Plant

Plus:
9. Materials and SuPPlies

10. Cash Working Capital- Expenses
11. Cash Working CaPital - Taxes
12. Cash Working CaPital- P/R Tax
13. Amortized PECO CTC Prepay. Balance
14. Merc€r and PulaskiAcq. Adj, Balance
15. Excelcior & Northumberland Acq. Adj.

16. Subtotal

Less:
17. Other Acquisition Adjs.
18. Hubbard Contract Adjustment
19. Contributions in Aid of Constructlon
20. Customer Advances for Construction
21. Service Line & Customer Deposits
22. Defened Income Taxes
23. Accrued Interest

24. Subtotal

25. T.otal Rate Base

Sources:
(A) Company Exhibit 1-A, page 81.
(B) Schedule ACC-6.
(C) Schedule ACC-7.
(D) Schedule ACC-8.
(E) Schedule ACC-3.
(F) Schedule ACC4.
(G) Schedule ACC-S.
(H) Schedule ACC-9.

Schedule ACC-2

Company Recommended Recommended
Ctaim Adiustment Position

(A)
$5,321,674
$1,449,089

$19,896,624
($4s4,s80)

$5,321,67,{ $0
1,449,089 0

19,896,624 0
(454,580) 0

1.361.109.30?

$1,387,322,109

(257.793.466)

$1,129,528,&f3

$2,776,063
9,464,500
2,56E,900

337,000
7,565,798

1M,48
208.356

$0
(64i6,232)

(47,834,810)
(42,798,816)

(23,033)
(67,707,009)
(2,069.300)

($161,079,200)

$a $1.361.109.302

$0 $1,387,322,109

$23,085,065 ($s,500,837)

$0

$0
(5,101,072)

(374,056)
(25,708)

0
0
0

($508,533)
0

(1,025,694)
(970,262)

0
0

$67.747t tH)

($2,872.236)

($257.793J66)

$1,129,528,643

$2,776,063
4,363,428
2,194,844

311,292
7,565,798

1&4,e8
208.356

$17,584,228

($508,533)
(6/,6,2321

(48,860,504)
(43,769,078)

(23,033)
(67,707,009)
Q.437.O47\

($163,951,436)

&

(B)
(c)
(D)

(E)

(F)
(G)



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

OTHER ACQUISITIONS - RATE BASE ADJUSTMENT

Schedule ACC-3

Recommended
Adjustment

(A) ($8,160)

(B) (200,027)

(B) (7,182)

(A) (293,1&4)

($508'533)

Purchase
Price

Net
Original

Cost

1. Ariana

2. DLWB

3. Maple Crest

4. Shickshinny Lake

(A)
$6,000

155,000

64,000

135,000

$14,160

355,027

71,182

428,1U

5. Total Recommended Adjustment

Sources:
(A) Response to OCA-Vll-4.
(B) SupplementalTestimony of Mr. Griffin, page 2, reflects amounts in originalfiling.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

CONTRIBUTIONS IN AID OF CONSTRUCTION

1. CIAC Balance @12l31l0g

2. Company Claim

3. Recommended Adjustment

Sources:
(A) Response to OCA-Vll-17.
(B) Company Exhibit 1-4, page 81.

Schedule ACC4

$48,860,504

47,834,810

$1,025,694

(A)

(B)



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

ADVANCES FOR CONSTRUCTION

1. Advances Balance @ lzlfll0g

2. Company Claim (B)

3. Recommended Adjustment

Sources:
(A) Response to OCA-Vll-17,
(B) Company Exhibit 1-A, page 81.

Schedule ACC-5

$43,769,078

42.798.816

$970,262

(A)

(B)



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

CASH WORKING CAPITAL - OPERATING EXPENSES

Schedule ACC-6

Laq Davs

84.6

47.2

62.9

62.9

45.0

17.9

$91,098,890 (A)

Q.293.202\ (A)

$88,805,688

$243,303 (E)

$4,363,428 (F)

e.464.s00 (A)

($5,101,072)

$9,295,880,304

6.376.771.813

$14,672,652,117

Dollar
Davs

Gross Utility Water Revenue:

1. Quarterly

2. Monthly

3. Average Revenue Lag

(A)
$98,060,051

135.101.098

$233,161,149

4. Average Lag in Receipt of Revenue

5. Average Lag in Payment of Expenses

6. Net Lag

7. Pro Forma Operating Expenses

8. Less Uncollectible Amounts and Non-Cash ltems

9. Cash Operating Expenses

10. Cash Operating Expenses Per Day

11. Cash Working Capital Requirement

12. Company Claim

13. Recommended Adjustment

(A)

(B)

(c)

(D)

Sources:
(A) Company Exhibit 1-A, page 83.
(B) Reflects 7 day payment lag adjustment (from 37 days to 30 days), as well as15.2 day

service period lag and 2 days billing lag.
(C) Schedule ACC-6A.
(D) Line 4 - Line 5.
(E) Line 9 / 365 days.
(F) Line 6 X Line 10.



Schedule ACC-64

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

CASH WORKING CAPITAL - OPERATING EXPENSE LAG

1. Hourly Labor

2. Non-Union Labor

3. Management Fee

4. Electric Power

5. Water Purchased

6. Employee Group lnsurance

7. Liability lnsurance

8. Vehicle Lease Expense

9. SFI Postage

10. Pension

11. SFAS 106

12. Other

13. Total

Amount
(A)

$14,243,178

14,962,937

4,230,531

9 ,116 ,210

7,988,375

4,201,088

3,617,088

667,013

9U,775

6,564,656

2,240,U1

20.139.496

$88,805,688

Laq Davs
(B)

7.5

1 1 . 0

3e.4 (C)

41.2

33.1

23.6

77.4

(5.6) (D)

(e.8)

278.6 (E)

35.2

32.2 tE)

45.0

Dollar
Davs

$106,823,835

164,592,307

166,682,921

375,597,852

261,105,213

99,145,677

278,515,776

(3,735,273)

(9,160,795)

1,828,913,162

78,860,003

u8.491.771

$3,995,822,449

Sources:
(A) Company Exhibit 1-A, page 83-2.
(B) Company Exhibit 1-A, page 8$2 except where noted.
(C) Updated per response to OTS-RE-73.
(D) Updated per response to OTS-RE-78.
(E) Updated per response to OTS-RE-8O.
(F) Reflects 15.2day service lag,2 day billing lag, and 15 day payment lag.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

CASH WORKING CAPITAL . TA)(ES

1. PUC General Assesssment

2. OCA & SBA Assessment

3. Public Utility Realty Tax

4. PA Capital Stock Tax

5. Local School Tax

6. LocalCounty & Mun. Tax

7. PA Income Tax

8. Federal Income Tax

9. Average Lag in Payment of Taxes

10. Average Revenue Lag

11. Average Net Lag

Working Capital Reouirement

12. Pro Forma AnnualTax ExPense

13. Pro Forma Daily Tax Expense

14. Cash Working Capital Requirement

15. Company Claim

1 6. Recommended Adjustment

Sources:
(A) Company Exhibit 1-A, page 84.
(B) Schedule ACC€.
(C) Line 12 / 365 days.
(D) Line 11 X Line 13.

Schedule ACC-7

Dollar
Amount Lao Davs Davs

(A) (A)
$1,320,161 (197.5) ($260,731,768)

363,207 (197.5) (71,733,460)

2,631,953 (9.2) (24,213,968)

2,666,128 80.9 215,689,757

419,997 (105.5) (44,309,667)

65,000 (61.5) (3,997,500)

9,714,000 55.1 535,020,580

16.505.300 59.0 972.987.435

33,685,746 39.1 1,318,711,409

62.9

23.8

$33,686,21s

$92,291

$2,194,W4

2.568.900

($374,056)

(A)

(c)

(D)

(A)

(B)



AQUA PENNSYLVANIA,, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

CASH WORKING CAPITAL - PAYROLL TAXES

FICA Taxes:
1. Hourly

2. Executive and Exempt

3. Federal Unemployment Tax

4. PA Unemployment Tax

5. Average Lag in Payment of Taxes

6. Average Revenue Lag

7. Average Net Lag

Workino Caoital Requirement

8. Pro Forma Annual Tax Expense

9. Pro Forma Daily Tax Expense

10. Cash Working Capital Requirement

11. Company Claim

1 2. Recommended Adjustment

Sources:
(A) Company Exhibit 1-A, page 84-1.
(B) Schedule ACC-6.
(C) Line I / 365 days.
(D) Line 7 X Line 9.

Schedule ACC-8

Lao Davs

(A)

Dollar
Davs

8.5 $9,471,117

12.0 12,846,636

75.0 2,284375

75.0 7.380.300

13.8 $31,978,428

Amount

(A)

$1,114,249

1,070,553

30,405

98.404

$2,313,611

62.9

49.1

$2,313,735

$6,339

$311,292

337.000

($25,708)

(B)

(A)

(c)

(D)

(A)



AQUA PENNSYLVANIA. INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

CASH WORKING CAPITAL - ACCRUED INTEREST

Amount

(A)
$32,358,217

732.819

$33,091,036

Schedule ACC-9

Lao Davs

(A)
9 1 . 5

15.2

89.8

$2,960,776,856

11.138.849

$2,971,915,704

Dollar
Davs

1. Long Term Debt (Semi-Annually)

2. Penn Vest Loan (Monthly)

3. Average Lag in Payment of lnterest

4. Average Revenue Lag

5. Average Net Lag

Working Capital Reouirement

6. Pro Forma Annual Interest Expense

7. Pro Forma Daily Tax Expense

L Cash Working CapitalRequirement

9. Company Claim

1 0. Recommended Adjustment

Sources:
(A) Company Exhibit 1-A, page 86.
(B) Schedule ACC-6.
(C) Line 6 / 365 days.
(D) Line 5 X Line 7.

E2.e (B)

(26.e)

$33,091,036

$90,660

($2,437,047)

(2.069,300)

($367,747)

(A)

(c)

(D)

(A)



Schedule ACC-10

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

REQUIRED COST OF CAPITAL

Capital
Structure

(A)

49.43o/o

50.57o/o

Cost
Rate

Weighted
Cost

1. Common Equity

2. Long Term Debt

3. Total Cost of Capital

Sources:
(A) Exhibit SGH-1, Schedule 11.

(A)
9.25o/o

6.60%

4.57o/o

3.34o/o

7.91o/o



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

OPERATING INCOITIE SUi'MARY

1. Company Claim

. Recommended Adjustments:

2. DSIC Revenue Adjustment

3. Sunrise Estates Revenue

4. Salaries and Wages-New Positions

5. Salaries and Wages - Revised Co. Claim

6. Salaries and Wages - Union Increases

7. PayrollTaxes- Revised Company Claim

8. Payroll Taxes - Other lssues

9. Benefit Costs- Revised Company Claim

10. Benefit Costs - Other lssues

11. Pension Expense Defenal

12. Pension Expense - Prospective

13. OPEB Funding Deficit

14. Purchased Water Exoense-Tinicum

15. Purchased Water Expense-Cheltenham

16. General Price LevelAdjustment

17. Lobbying Expenses

18. Management Service Fee

19. Rentallncome

20. NUI & White Rock Acq. Amortization

21. Other Acquisitions - Amortization

22. Consolidated Income Taxes

23. lnterest Synchronization

24. Net Operating Income

$76,093,873

Schedule ACC-11

Schedule No.
1

1 2

1 3

14

1 5

1 6

20

21

22

zc

24

25

26

27

28

29

30

3 1

32

33

300,724

(16,s08)

278,1v

1,108,769

13,328

114,964

22,297

312,435

1 3 1 , 1 5 8

486,772

353,002

58,924

29,832

7,372

360,766

26,795

(1,674,749)

352,057

(42,3e1)

14,876

75,305

(114,872\

$zgJg.eo3

1 7

1 8

1 9



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

DSIC REVENUE ADJUSTMENT

1. Claimed Pro Forma Revenue at
Present Rates

2. Pro Forma Revenue Updated
for DSIC Corrections

3. Recommended Adjustment

4. Revenue Taxes & Uncollectibles @ 1.29o/o

5. Taxable Income

6. Income Taxes @

7. Operating Income lmpact

Schedule ACC-12

$245,810,064 (A)

(B)

(c)

246.330.769

$520,705

6.704

$514,001

213,277

$300,724

41.49o/a

Sources:
(A) Company Exhibit 5-A, Part ll, page 3.
(B) Response to OTS-RE-32.
(C) Rates per Schedule ACC-35.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

SUNRISE ESTATES REVENUE

1. Elimination of Sunrise Estates Revenue

2. Revenue Taxes and Uncollectibles @ 1.29o/o

3. Taxable Income

4. fncome Taxes @ 41.49o/o

5. Operating Income lmpact

Sources:
(A) Company Exhibit 1-A, page 4-28.
(B) Rates per Schedule ACC-35.

Schedule ACC-13

($28,583)

(368)

($28,215)

n1.7071

($16,508)

(A)

(B)



Schedule ACC-14

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

SALARIES AND WAGES . NEW POSITIONS

1. Unfilled Positions

2. Expense Ratio

3. Pro Forma Expense Adjustment

4. Total Expense Adjustment

5. Income Taxes @ 41.49o/o

6. Operating ilncome lmpact

Non-Union

$346,953

78.95o/o

$273,918

Union

$290,136

69.44o/o

$201,472

$475,389

197.256

$278,134

(B)

(c)

(A)

(c)

Sources:
(A) Company Exhibit z-A(s) and response to OTS-RE-2.
(B) Updated claim per February 13,2004letter from Mr. Griffin and response to OTS-RE-2.
(C) Company Exhibit 21-1(s).



Schedule ACC-15

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

SALARY AND WAGE ADJUSTMENT . REVISED COMPANY CLAIM

1. Net Payroll-Related Adjustment

2. Income Taxes @ 41.49o/o

3. Operating Income lmpact

Sources:
(A) SupplementalTestimony of Mr. Smeltzer, update to

Company Exhibit 1-A, page 21(s).

$1,895,121

786,352

(A)

$1,108,769



Schedule ACC-16

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

SALARIES AND WAGES - REVISED UNION FTY INCREASE

1. Incremental FTY Adjustment

2. f ncome Taxes @ 41.49Yo

3. Operating Income lmpact

$22,781

9.453

$13,328

(A)

Sources:
(A) Updated claim per February 13,2AA4letterfrom Mr. Griffin.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

PAYROLL TAXES.REVISED COII'IPANY CLAIM

1. Payroll Tax Decrease

2. fncome Taxes @ 41.49o/o

3. Operating Income lmpact

Schedule ACC-17

196,498

91,534

(A)

$114,964

Sources:
(A) SupplementalTestimony of Mr. Smeltzer, updated to Company

Exhibit 1-A, page 65(s).



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

PAYROLL TO(ESOTHER ISSUES

1. Salary and Wage Adiustment-New Positions

2. Salary and Wage Adjustments-Union Increase

3. Total Salary and Wage Adjustments

4. Taxes @ 7.650/o

5. f ncome Taxes @ 41.49o/o

6. Operating Income lmpact

Sources:
(A) Schedule ACC-14.
(C) Schedule ACC-16.
(C) Reflects statutory tax rates.

Schedule ACC-18

$475,389

22.781

$498,170

3 8 , 1 1 0

15 .813

$22,297

(A)

(B)

(c)



Schedule ACC-19

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

EMPLOYEE BENEFITS - REVISED COMPANY CLAI]UI

1. Revised Claim Per Company

2. f ncome Taxes @ 41.49o/o

3. Operating Income lmPact

$534,018

221,583

(A)

$312,435

Sources:
(A) Supplemental Testimony of Mr. Smeltzer. Decrease of $1,043,167 per update

to Company Exhibit 1-A, page 21-A(s), partially offset by increase of
$509,164 per page 6 of Mr. Smeltze/s SupplementalTestimony.



Schedule ACC-20

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

EMPLOYEE BENEFITS - NEW POSITIONS AND UNION INCREASE

1. Salaries and Wage Adjustment - New Positions

2. Sataries and Wages Adjustment-Union Increase

3. Total Salary and Wage Adjustments

4. Benefits-to-Payroll Ratio

5. Related Benefits Adjustment

6. lncome Taxes @ 41.49%

7. Operating Income

$475,389

22.781

$498,170

45.00o/o

$224,177

93.019

$ 1 3 1 , 1 5 8

(A)

(B)

(c)

Sources:
(A) Schedule AGC-14.
(B) Schedule ACC-16
(C) SupplementalTestimony of Mr. Smeltzer, updated to Company Exhibit

1-A, page 21-A(s).



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

PENSION EXPENSE DEFERRAL

1. Pension Amortization Claim

2. Percent Expensed

3. Recommended Expense Adjustment

4. f ncome Taxes @ 41.49o/o

5. Operating Income lmpact

Schedule ACC-21

$1 ,103,159

75.42%

$831,996

3/i5.224

$486,772

(A)

(A)

Sources:
(A) Company Exhibit 1-A, page 43.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

PENSION EXPENSE - PROSPECTIVE

1. Pro Forma Pension Funding

2. Company Claim

3. Recommended Pension Adjustment

4. Percent Expensed

4. Recommended Expense Adjustment

5. Income Taxes @

6. Operating Income lmpact

Sources:
(A) Two times estimated minimum contribution.
(B) Company Exhibit 1-A, page 43.

Schedule ACC-22

$5,600,000

6.400.000

$800'000

75'42o/o

$603,355

41.49% 250,353

$353,002

(A)

(B)

(B)



1 .

2.

3.

4.

5.

6 .

7 .

8.

9.

1 0 .

1 1 .

12.

1 3 .

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

OTHER POST EMPLOYMENT BENEFITS

OPEB Funding, AA2 - 121A2

OPEB Funding, 1/03 - 12143

Total OPEB Funding

OPEB Recovery, 8102-12103

Funding Deficit

Recovery Period (Yrs.)

Recommended Annual Recovery

Company Claim

Recommended Adjustment

Percent Expensed

Amount Expensed

lncome Taxes @

Operating Income

Schedule ACC-23

$725,436

1.996.251

$2,721,687

2.424.353

$297,3U

z
$148,667

275.901

$127,234

79.160/o

$100,714

41.790

$58,924

(A)

(A)

(c)

(B)

(c)

(c)

41.49o/o

Sources:
(A) lnformal response from Mr. Griffin, Feb. 23, 2OA4, adjusted to include

5 months of 2002 funding.
(B) Response to OCA-U-zz.
(C) Company Exhibit 1-A, page 45.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

PURCHASED WATER EXPENSE-TINICUM

1. Tinicum Two Year Average Purchases (tg)

2. Company Claim (tg)

3. Recommended Adjustment - Usage (tg)

4. Volumetric Rate (per tg)

5. Volumetric Rate Adjustment

6. Income Taxes @ 41.49o/o

7. Operating Income lmpact

Schedule ACC-24

1,271,360

1.660.587

389,226

$0 .13

$50,989

21,157

$29,832

(A)

(B)

(B)

Sources:
(A) Response to OCA-ll-41, includes annualized 2OO2 usage.
(B) Company Exhibit 1-A, page 264,
(C) Response to OCA-ll-4O.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

PURCHASED WATER EXPENSE - CHELTENHAM

Schedule ACC-25

$12,600

5.228

$7,372

1. Revision to Cheltenham ExPense

2. Income Taxes @

3. Operating lncome lmpact

(A)

41.490/o

Sources:
(A) Response to OCA-|142, Supplemental Response.



Schedule ACC-26

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

GENERAL PRICE LEVEL ADJUSTMENT

1. Water Purchased for Resale

2. Purchased Power

3. Power Purchased - Treatment

4. Bad Debt Expense

5. A&G Power

6. Rate Case Amortization

7. Subtotal

8. Expenses lndividually Adjusted

9. Total Not Subject to lnflation

10. Total HTY Expenses

11. Expenses to be Adjusted

12. lnflation Adjustment

13. TotalAdjustment

14. Company Claim

15. Recommended Adjustment

16. Income Taxes @ 41.49o/o

17. Operating lncome lmpact

$4,764,459

9,116,210

782,196

1,036,454

35,079

604.396

$16,398,794

45.083.112

$61,481,906

80.337.090

$18,855,184

Le%

$252,075

868.700

$616,625

255.859

$360,766

(A)

(A)

(A)

(A)

(A)

(A)

(B)

(B)

(c)

(D)

Sources:
(A) Response to OCA-Il-26.
(B) SupplementalTestimony of Mr. SmelEer, update to Company

Exhibit 1-A, page 23(s).
(C) Reflects increase in the GDP chained price index from the second

quarter of 2003 (112.2) to the second quarter of 20A4 (13.7)',
as reported in the response to OCA-ll-z7.

(D) Company Exhibit 1-A, page 23.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

LOBBYING EXPENSES

1 NAWC Dues Included in Claim

2 Percent Lobbying

3 RecommendedAdjustment

4 Income Taxes @ 41.49o/o

5 Operating Income lmpact

Sources:
(A) Response to OCA-Vll-22.

Schedule ACC-27

$169,621

27.AAVo

$45,798

19.003

$26,795

(A)

(A)



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

MANAGEMENT SERVICE FEES

1. Revision to Company Claim

2. fncome Taxes @ 41.49o/o

3. Decrease to Operating Income

Schedule ACC-28

$2,862,500

1J87,751

(A)

$1,674,749

Sources:
(A) SupplementalTestimony of Mr. Smeltzer, update to Company

Exhibit 1-A, page 37(s).



I
o

Schedule ACC-29

$605,548

3.807

$601,741

249.683

$352,057

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

RENTA,L INCOME

1. lncremental Rental Income

2. RevenueTaxes

3. Taxable lncome

4. Income Taxes @

5. Operating lncome lmpact

(A)

(B)0.63%

41.49o/o

Sources:
(A) SupplementalTestimony of Mr. Smeltzer, update to Company

Exhibit 1"A, page 18(s).
(B) Rates per Schedule ACC-35.



Schedule ACC-30

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

NUt & WHITE ROCK ACQUTSITION ADJ. AMORTIZATIONS

1. NUI & White Rock Acquisition Adjustment

2. Amortization Period

3. Recommended Annual Amortization

4. Income Taxes @ 41.49o/o

5. Decrease to Operating Income

Sources:
(A) Direct Testimony of Mr. Smeltzer, Schedule 2.

$1,449,090

20

(A)

(A)

$72,455

30,064

$42,391



Schedule ACC-31

AQUA PENNSYLVANIA, INC,

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

OTHER ACQUISITIONS . AMORTIZATION

1. Total Acquisition Adjustment

2. Amortization Period (C)

3. Recommended Annual Amortization

($508,533) (A)

20 (B)

($25,427)

4. fncome Taxes @ 41.49o/o (10,550)

O 5. operating Income lmpact $14,876

Sources:
(A) Schedule ACC-3.
(B) Direct Testimony of Mr. Smeltzer, Schedule 2.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

CONSOLIDATED INCOME TA)(ES

1. Three Year Average Taxable Losses

2. Allocation to Aqua Pennsylvania (%)

3. Allocation to Aqua Pennsylvania ($)

4. Operating Income lmpact

Sources:
(A) Response to OTS-RE-72.

Schedule ACC-32

$110,742

68.00%

$75,305

$75,305

(A)

(A)



1 .

2.

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

INTEREST SYNCHRONIZATION

Pro Forma Rate Base

Weighted Cost of Debt

3. Pro Forma Interest Expense

4. Company Claim

5. lncrease in Taxable Income

6. Income Taxes @ 41.49o/o

Sources:
(A) Schedule ACC-2.
(B) Schedule ACC-10.
(C) Company Exhibit 1-A, page 86.

Schedule ACC-33

$983,161,436

3.34o/o

$32,814,193

33,091,036

$276,843

$114,872

(A)

(B)

(c)



Schedule ACC-34

AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

INCOME TAX FACTOR

1. Revenue

2. State Income Tax Rate

3. Federal Taxable Income

4. Income Taxes @ 35%

5. Operating Income

6. TotalTax Rate

100.00%

9.99%

90.01%

31.50o/o

(A)

(A)

(B)

58.51%

41.49o/o

Sources:
(A) Company Exhibit 1-A, page 66.
(B) Line 2 + Line 4.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

REVENUE MULTIPLIER

Revenue

PUC Assessment @

OCA & SBA Assessment @

Uncollectible Expense @

State Taxable Income

State lncome Taxes @

FederalTaxable Income

Federal Income Taxes @

Operating Income fmpact

Revenue / lncome

Schedule ACC-35

100.00

0.50

0 . 1 3

0.66

98.71

9.86

88.85

3 1 . 1 0

57.75

1.731505

(A)

1 .

2.

(B)

(c)

0.50%

0.13o/o

0.66%

9.99%

3.

4.

5.

6.

7.

8 .

9.

10 .

35.00%

Sources:
(A) Updated per the response to OTS-RE-91.
(B) Rates per Company Exhibit 1-A, pages 62 and 63.
(C) Company Exhibit 1-A, page 36.
(D) Rates per Company Exhibit 1-A, page 66.
(E) Line 1 / Line 9.



AQUA PENNSYLVANIA, INC.

FUTURE TEST YEAR ENDING JUNE 30, 2OO4

REVE N U E REQUIREM ENT II'I PACT OF ADJ U STIT'IENTS

1. Rate of Return

2. Cash Working Capital- Expenses
3. Gash Working Capital- Taxes
4. Cash Working Capital- P/R Tax
5. Other Acquisition Adjs.
6. Contributions in Aid of Construction
7. Customer Advances for Construction
8. Accrued Interest

9. DSIC Revenue Adjustment
10. Sunrise Estates Revenue
11. Salaries and Wages-New Positions
12. Salaries and Wages - Revised Co. Claim
13. Salaries and Wages - Union Increases
14. Payroll Taxes- Revised Company Claim
15. PayrollTaxes - Other lssues
16. Benefit Costs- Revised Company Claim
17. Benefit Costs - Other lssues
18. Pension Expense Defenal
19. Pension Expense - Prospective
20. OPEB Funding Deficit
21. Purchased Water Expense-Tinicum
22. Purchased Water Expense-Cheltenham
23. General Price LevelAdjustment
24. Lobbying Expenses
25. Management Service Fee
26. Rental Income
27. NUI & White Rock Acq. Amortization
28. Other Acquisitions - Amortization
29. Consolidated lncome Taxes
30. Interest Synchronization
31. Revenue Multiplier

32. Total Recommended Adjustments

33. Gompany Claim

34. Recommended Revenue Requirement Defi ciency

Schedule ACC-36

25,300,000

($21,256,554)

(698,571)
(51,225\
(3,521)

(69,641)
(140,465)
(132,873)
(50,361)

(520,650)
28,580

(481,539)
(1,919,638)

(23,076)
(199,040)
(38,603)

(540,926)
(227,077)
(w2,759)
( 6 1 1 , 1 6 1 )
(102,016)

(51,648)
(12,763)

(624,602)
(46,390)

2,899,531
(609,525)

73,392
(25,756)

(130,377)
198,881

(es)

($26,210,470)

6E10420)



Schedule ACC-37

AQUA PENNSYLVANIA" INC.

FUTURE TEST YEAR E]{DING JUNE 30, 2OO4

PRO FORMA INCOiIE STATEMENT

Pro Forma Recommended Pro Forma
Per Recommended Present Rate Proposed

Companv Adjustments Rates Adiustment Rates

$1,097,670 $248,054,381 ($StO '470) $247 '143'9111 .

2.
3.
4.

Operating Revenues

Operating Expenses
Depreciation
Taxes other Than Income

5. Taxable Incpme
Before lnterest Expenses

6. Interest Expense

7. Taxable Income

8. lncome Taxes @

9. Operating Income

10. Rate Base

11. Rate of Retum

$246,956,711

90,932,190
36,584,889

(2,504,034) 88,428,156
0 36,584,889

0 88,428,156
0 36,584,889

9,623.557 Q24,46s\ 9,399,092 - (11,722\ 9,387,370

$109,816,075 $3,826,169 $113,U2,24 ($898'748) $112'743'496

33,091 ,036 (276,843) 32,814,193 0 32,814'193

$76,725,03e $4,103,012 $80,828,051 ($898,748) $79'929'303

41.49o/o 33.722.202 1,627,179 35,349,381 (372,9221 34,976,459

$76,093,873

$991,534,508

$2,198,990 $78,292,863 ($s25'826) $77,767,437

$983,161,436 $983,161,436

7.9re 7&% 7.9iI&



' O

APPEI{DD( C

Referenced Data Requests:

ocA-n-l7
ocA-tr-22
ocA-u-23
ocA-rl-26

OCA-II-27 @artial)
OCA-tr-40 (Partial)

ocA-u-41
OCA-II-42 (SuPPlemental)

ocA-rI-46
ocA-Ir-s0
ocA-rr-s2
ocA-u-53
ocA-tr-58
ocA-vlr-4
OCA"VII-16
ocA-vII-l7
ocA-vTI-22
OCA.VIII-2
ocA-D(-1
ocA-D(-4

OT$RE-2
ors-RE 72
oTs-RE"73
OTS-RE 78
ors-RE-80
oTs-RE-91
oTs-RE-l00
oTs-RS-32



Witness: David P. Smeltzer & Jack Schreyer
Date: Februarv 19 2004

PHILADELPHIA SUBTIRB,{I'I WATER COMPA]'TY

OFFICE OF THE CONSUMER ADVOCATE

INTERROGATORIES - SET II

DOCKET NO. R-0003880s

ocA-II-l7 a. Please provide all reports, workpapers, calculations, and other supporting
dbcumentation for the pensibn and FAS 106 costs referenced on page 43-1 of
Exhibit 1-A.

A. Attached hereto are the estimated 2004 SFAS 106 and pension expense
work papers. These work papers reflect estimates from Towers Perrin
based on the information that was available at the time of preparation.
Final 2004 calculations are not available until May or June 2404-
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ocA--T-  ( - i

AQUA AMERICA, INC.

ESTIMATED 2OO4 QUALIFIED PENSTON PLAN FUNDING REQUIERMENTS

PA JURISDICTION

Estimated January 1,2004 Plan Funded Status

r Actuarial Accrued Liability (ML)
r Market value of assets (MV)
r (Unfunded) AAL (MV - AAL)

Estimated z}O4Minimum Required Employer Contribution

Normal cost

Amortization amounts

Interest adjustments

Additional funding charge

Credit balance with interest

Minimum required contribution before fullfunding limit

Minimum required contribution after full funding limit

Estimated 2AO4 Maximum Deductible Employer Contribution

Maximum deductible contribution"

Estimated 2004 Funding Policy Contribution

Minimum required contribution

Maximum deductible contribution

Mid-point contribution

Assumptions:

$ 10,000,000

* Equals greatest of the following: (i) a preliminary maximum deductible contribution; (i i)the
minimum required amount; (iii) the contribution necessary to fund 100% of current liability.

$ 109,600,000
97.600.000

$ (12,000,000)

$ 2,600,000

0

200,000

0

0

$ 2,800,000

$ 2,800,000

$ 2,800,000

10,000,000

$ 6,400,000

All long-term actuarial assumptions are the same as those contained in the January 1, 2003
actuarial valuation report with the exception of the RPA 94 current liability interest rate
which is 5.60%. Assets were assumed to return 8.50% during 2003.

C:\DOCUMENIS AND SETTTNGS\GRIFFINB\LOCAL SETTTNGS\TEMPORARY INTERNET FILES\OIK3\P3103T01.DOC



Witress: Jack Schreyer
Date: February 9,2004

PHILADELPHIA SITBURBAN WATER COMPAI{Y

OFFICE OF TITE CONSTA4ER ADVOCATE

INTERROGATORIES - SET tr

DOCKETNO. R-00038805

OCA-fl-z2 Please provide ail calculations, workpapers, ,and_ documentation for the fimding
deficit 

-amount 
of 5551,802 shown atpage 45 of Exhibit 1-4.

A. Please see the attached PSW funding deficit schedule and documentation.

o
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PHILADELPHTA SUBURBAN WATER COMPANY
SFAS1 OSPOSTRETIREMENT BENE FITS

8/02-6/04

E/02
9t02
10t02
11t02
12t02
1/03
2103
3/03
4t03
5/03
6/03
7n3
8r03
9/03
10/03
11rc3
1A03
1r04
zto4
3/04
4t04
5104
610l

EXPENSE
PER

ACTUARY

145,927.00
145,927.00
145,927.00
145,927.00
145,927.00
172,343.00
172,343.00
172,343.00
172,343.00
172,343.00
172.343.00
172,343.00
172,343.00
172,343.00
172,343.00
172,343.00
172,343.00
172,343.00
172,343.00
172,343.00
172,343.00
172,343.00
1!2,U3.00

3,831,809.00
:+

EXPENSE
PER
GL

142.609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00
142,609.00

REG
ASSEV
(LrAB)

3,318.00
3,318.00
3,31E.00
3,318.00
3,318.00' 

29,734.00
29.734.00
29:tU.Oo
29,734.00
29,734.00
29,734.00
29,734.00
29.734.00
29,734.00
29,734.00
29,734.00
29,7v.00
29,734.00
29,734.00
29,7U.00
29,734.00
29,734.00
29,734.00

551,802.00

2002 actuarial expense:
2003 achjarial ex9ense:
2004 acluarial expense:

3.280,007.00

1,751j22 ac,J)al
2.068,117 see attrached reporl

2.068.117 estimated



BTtpc4nesl To ocn - t('?"
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o
Financial Results

This report summarizes the financial results for Philadeiphia Suburban Corporation's postretirement

welfare plans based on.actuarial valuations as of January 1, 2003 and January 1,2002-

January lr 2OO3 January 11 2OA2

FAS 1OG Postretirement
Welfare Cost

Amount

Amount per ac;tive ParticiPant

FAS tO6 Funded Position

Accumulaled postretirement
benefit obligation IAPBOI

Fair value of assets [FVJ

APBO funded percentage
[FV * APBO]

Accrued postretirement
benefit cost

Employer Gontributions

Funding policy

Maximum deductible

.Expected benefit payments and
expenses, net of participant
contributions

The following plans are reflected in this repoft.

$ 2,068,117

3,541

$ 19,702,385

10 ,415 ,166

52.9o/o

$  (1 ,102,484)

$  1 ,711 ,303

5,358,000

$ 827,880

$ 1,751,122

3,030

$ 17,405,357

10,716,574

61.60/o

$ (947,690)

$ 1,71 ' l ,303

5,475,000

$ 828.163

Retiree and Sun'iving Dependent Medical and Life Insurance Plan for Local 473 Employees of
Philadelphia Suburban Water Company (refened to as "Local 473" in this report).

Retiree Medical Plan for noffepresented Employees of Philadelphia Suburban Water Company
(referred to as "Salaried" in this report).

TopenPen'in 't //
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Paae. 3 cF 3
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o
Postretirement Welfare Gost for Fiscal 2OO3

Local 473

Postretirement Welfare Gost

Service cost

lnterest cost

Expected return on assets

Amortization:

> Transitionobligation

> Prior service cost (credit)

> Net loss (gain)

Postretirement welfare cost

Per active particiPant

Change in Postretirement
Welfare Cost

Postretirement welfare cost for
fiscal 2002

Change from fiscal 2002 to fiscal
2003:
' Expected based on prior

valuation

> Loss (gain) from
noninvestment experience

> Loss (gain) from asset
experience

> Assumption changes

> Changes in benefits valued

Postretirement welfare cost for
fiscal2003

$ 455,214

717,A3

(535,167)

377,260

(43,696)

61,73e

$ 1,032,403

$ 3 ,419

$ 760.608

(2,514)

(7,89s)

183.215

on oo?

n

$ 1,032,403

Salaried

385,128

642,106

(243,749)

265,749
(13,520)

0

$ 1 ,035,714

$ 3,673

$ 990,514

8 , 5 1 4

\22,26e)

1  3 ,1  91

45,764

U

$ 1 ,035,714

Total

$ 840,342

1,359,149

c/78,916)

643,009

(s7,216)

61,749

$ 2,068,117

$ 3,542

$ 1,751.122

6,000

(30,168)

196,406

144,757

0

s z,ooa,r rz

o
1 - : ' t



Witness: David P. Smelaer
Date: Febnrary 10,2004

PHILADELPHIA SIJBURBAI'I WATER COMPANY

OFFICE OF TIIE CONSUMER ADVOCATE

INTERROGATORIES - SET tr

DOCKET NO. R-00038805

OCA-tr-z3 a. RegArding the customa education costs discllssed on Page.8 and shown on
$l"aot" l-of Mrl Smeltzeds testimony, please provide complete documentation
for the customer education samFaig coJts including anticipatcd radio and ad
buys as well as hard copies of all advertising.

This campaign is planned for 20M. See the breakdown of media and
production costs bymedia and by location below. No costs were incurred

to date.

Consumere PA Southeast PA
Radio $19,900 $363,900
Print 31,800 230'000
Billboards 0 60,000
Production 7,750 98,000



Witress: Robert M. Griffin
Date: December 30,2003

PHILADELPHIA SUBURBAN WATER COMPANY

OFFICE OF THE CONSUMER ADVOCATE

INTERROGATORIES - SET II

DOCKETNO. R-0003880s

ocA-A-26 a. Regarding page23 of Exhibit l-A, please break down the residual costs
of $39,484,509 by operating expense account.

A. See attached work papers.

o
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60'11
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OPERA
OPERATING MATERIALS E SUPPL]ES
OPEMTING TRANSPORTATION
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OPERATING MISCELLANEOUS
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0
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0
396
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137,954
997,665

19,977
189,031

9,897
3,482

0
29,383

1.387,389
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MAINTENANCE
6012 MAINT. LABOR
6202 MAINT. MATERIALS & SUPPLIES
6312 MAINT. CONTRACTOR SVC.ENGINEERING
6362 MAINT. CONTMCTOR SVC.OTHER
€/,22 MAINT EQUIPMENT RENTAL
6502 MAINT. TRANSPORTATION
6752 MAINT. MISCELLANEOUS

6101 WATER PURCHASED FOR RESALE

6151 POWERPURCHASED
TOTAL SOURCE OF SUPPLY

II. WATER TREATMENT EXPENSES:
OPERATION

6013 OPERATING LABOR
6153 POWER PURCHASED-TREATMENT
6183 CHEMICALS
6203 OPEMTING MATERIALS & SUPPLIES
6313 OPEMTING CONTRACTOR SERVICES-ENG
6353 OPEMTING CONTRACTOR SERVICES-TESTING
6363 OPERATING CONTRACTOR SERVICES
6503 OPERATING TMNSPORTATION
6753 OPERATING MISCELLANEOUS

MAINTENANCE
6014 MAlt{T.I-ABOR
6204 MAINT. MATERIALS E SUPPLIES
6364 MAINT. CONTRACTOR SERVICES
6/'24 MAINT. EQUIPMENT RENTAL
6504 MAINT. TRANSPORTATION
67'4 MAINT. MISCELT.ANEOUS

TOTAL WATER TREATMENT

III. TRANSMISSION & DISTRIBUTION EXPENSES:
OPERATION

6015 OPEMTING LABOR
6155 OPEMTING POVVER PURCHASED
6205 OPERATING MATERIALS & SUPPLIES
6315 OPERATING CONTMCTOR SERVICES-ENG
6365 OPEMTING CONTMCTOR SERVICES.OTHER
6415 PROPERW REINAL
il25 OPEMTING EQUIP RENTAL
6505 OPEMTING TRANSPORTATION
6755 OPEMTING MISCELIJNEOUS



SUMADJl.XLS
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o
6016 MAINT. lJqEL)K
6206 MAINT. MATERIALS & SUPPLIES
6316 MAINT. CONTRACTOR SERVICES-ENG

6356 MAINT. CONTRACTOR SERVTCES.TESTING
6366 MA|NT. CONTRACTOR SERVICES-OTHER
6426 MAINT. EOUIPMENT RENTAL
6506 MAINT. TRANSPORTATION
6576 MAINT GEN LIABILITY
6586 MA]NTWORK COMP
6756 MAINT. MTSCELIANEOUS

TOTAL TRANSMTSSION & DISTRIBUTION

tV. CUSTOMER ACCOUNTING AND COLLECTING
. OPEMTION

6017 CUSTOMER ACCOUNTING IABOR
6207 MATERTALS & SUPPLIES
6347 CONTRACTOR SERVICES.MGMT FEE
6367 CONTRACTOR SERVICE$OTHER
5707 BAD DEBTEXPENSE
6757 CUSTOMER ACCTG.MISCELIANEOUS

TOTAL CUSTOMER ACCOUNTING

V. ADMINTSTMTIVE AND GENEML
6018 A&G LABOR
6038 A&G OFFICERS LABOR
6018 EMPLOYEE HEALTI-IPISNS
6158 A&G POWER
62OE A&G MATERIALS & SUPPLIES
6318 A&G CONTMCTOR SERVICE.ENGINEERING
6328 A&G CONTRACTOR SERVICE-ACCOUNTING
6338 A&G CONTRACTOR SERVICE.LEGAL
6348 A&G CONTRACTOR SERVICE.MGMT FEE

6358 A&G CONTRACTOR SERVICE.TESTING
6368 A&G CONTMCTOR SERVICE.OTHER
6418 A&G RENT-BUILDING
6428 A&G RENT.EOUIPMEM
6508 A&G TMNSPORTATION
6578 GENERAL LIABILITY INSURANCE
6608 ADVERTISING
6668 RATE CASE AMORTIZATION
6668 MERGER AMORTIZATION
6658 MISC. AMORTIZATION
6758 A&G MISCELLANEOUS

UTILITY PI-ANT ACQUISITION ADJ. AMORT.
TOTAL ADMINISTMTIVE AND GENERAL

TOTAL WATER OPERATING EXPENSES

MAINT.
OPER.

0
317,545
88,316
35,737

620,873
3,415

0
't 
,3't 0

0
26,618

1,093,814

2.481.203

0
ota "qq

22,988
0

1,036,454
18,428

2.034.225

0
0

1 ,293,105
t< n70

381,425
10,383

(11,76e)
104,355

3,328,334
0

1,958,637
76,568

5,002
0

3,682,295
17,559

664,396
0
n

3,471,359
0--ffig-

o
39,484,509

1,486,108
37,998,401

MAINT.I-ABOR



Witness: Robert M. Giffin
Date: December 26,2003

PHILADELPHIA SUBURB,{I{ WATER COMPANY

OFFICE OF THE CONSUMER ADVOCATE

INTERROGATOzuES - SET II

DOCKETNO. R-0003880s

ocA-A-z7 a. Please provide a copy of the October 10, 2003, Blue Chip Eccinomic
Indicators referenced on page 9, line 11 of Mr' Griffin's testimony.

A. Refer to page 5 from the document attached.

o
t
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o Witness: Jack Schreyer
Date: Januarv 27.2004

PHILADELPHIA SUBIJRBAN WATER COMPA\IY

OFFICE OF TIM CONSIJMER ADVOCATE

INTERROGATORIES - SET tr

DOCKET NO. R-0003880s

OCA-II-40. a. Regarding page 26A of Exhibit 1-A, please provide all calculations,
workpapers, and other documentation for the Cheltenham pro forma usage.

A. The water prrrchased claim on Page 26A of Exhibit 1-A has been
changed, based on more up-to-date consumption figures. See the
Company's response to Interrogatory OTS-RE-60, attached.

o
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Witness: Jack SchreYer
Date: JanuarY 27,2004

PENNSYLVANIA STJBIJRBA]'T WATER COMPA}NT

OFFICE OF TRI.AL STAFF

REVENIIE & EXPENSE DATA REQUEST

DOCKET NO. R-00038805

OTS-RE-60. Q. Reference: Exhibit 1-A, p. 26A; Provide the following:

a. an updated annual usage estimate for Cheltenham'

b. copy of the contact(s) with the Philadeiphia Water

DePartment.

A.

660,000,000 gallons. See attached spreadsheet' The
Company has revised its Cheltenham water
purchased claim based on the updated annual usage'
A copy of the revised claim is attached.

See attached.b.
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Aqua Pennsylvania, lnc.
I nterrogatory OTS-RE-60

July 2003
August ''

September "

October ''

November 'r

December 'r

January 2004
February 't

March rr

April r'

May ''

June rr

Actual Consumption
rr tl

l r I

ll r!

I t t

lL

Estimated Consumption
i l t l

I t  t l

tt ll

I r I

[ ' r l

Round

71,312,243
47,168,114
54,189,000
50,622,000
39,500,000
50,600,000
50,000,000
50,000,000
62,000,000
60,000,000
62,000,000
63,000,000

659,391,357

660,000,000

o
G:\fingrp\Treasury\Rates\PENNSYLVANIAU003 PSW Rate Case\lnterrogatories\OTS-RE\OTs-

1t26t2044 RE-60.xls
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Wibess: Jack Schrever

PENNSYLVAMA SIIBURBAN WATER COMPAI'ry

WATER PI]RCHASED

PSW began purchasing water from Philadelphia Water Department (PWD) for the Cheltenham
interconnection in January 2003. Monthly usage is averaging 55 MG over and above the normal usage at
the Tinicum interconnection. lnitially, the water that was pumped from tbe Neshaminy and Pickering
treatment plants to the portions of PSW's Eastern Division senred by the new Cheltenham interconnection
will be replaced by tlre additional water purchased from PWD. Eventually, the water taken at the new
interconnection will be needed to supply the anticipated customer growth in the Eastern Division during
2004 and 2005. At that time, the Cbeltentram interconnection will supplant the need for a new treatment
plant in the Eastern Division. This adjustment multiplies the anticipated usage at the new interconnecljon
plus the test year usage at the Tinicum interconnection by the rates in effect at January 1, 2003.

Historic
Test Year
6t30/2003

Furure
Test Year
6t30t2004

Vendor Inlerconnect

Philadelphia W ater Departmeni

Tinicum Test Year Usage
Cheltenham Pro-Forma Usage
Total Usage

Fixed Charge ($1 54,083imo.)

Consumption Charge ($0.131/ M Gal)

Management Fee (10% of Bill)
Annual Pro-Forma Expense

Tinicum &
Cheltenham

1,660,586,570
660,000,000

2,320,586,570

$ 1,848,996

$ 303,997

$ 215,299
$ 2,368,292

Less:Amount Expensed in the 12 Mos. Ended 6/30/03
lncrease/(Decrease)

Us

2,368,292

$ 387,000

$ 2,368,292

$  1 , 9 8 1 , 3 1 1
s 386.981

TTdUb'od.



Witness: Jack SchreYer
Date: January 19,2004

PHILADELPHIA SUBIIRB,{I.] WATER COMPA].TT

OFFICE OF THE CONSI-IMER ADVOCATE

INTERROGATORIES . SET iI

DOCKET N0. R-00038805

OCA-U-41. a. Regarding page 26,4 of Exhibit 1-A, please provide the actual Tinicum
usage in each of the past Iive years.

A. Jan1999-Dec 1999
Jan 2000-Dec 2000
Jan 2001-Dec 2001
Jan 2002-Dec2A02
July 2002-June 2003
Jan 2003-Dec 2003

*0
*0
+0

7,259,897,806 Gaiions
1,660,000,000 Gallons
1,030,850,000 Gallons

* Interconnect went into service in March 2002.

o
:



Wibess: Jack Schreyer
Date: February 11,20&[

PHILADELPHIA SUBI'RBAN WATER COMPANY

OFFICE OF THE CONSIJMER ADVOCATE

INTERROGATORIES - SET II

DOCKETNO. R-00038805

ocA-tr-4z.
Supplcmental
Reqponse Q. Regarding page 264. of Exhibit 1-A, please provide a copy of the curr€,nt

contract betwee,n the Company and the Philadelphia Water Deparment.

The purchased water agreexn€lrt between the Company and the Philadelphia
Water De,parfinent CPUID) was provided to the parties on January 9,2004,
While that agreement is stili in effect, the rates charged by the P'WD were
increased on July 1,2002. The cure,nt rates, as sho'fifiI on tbe most recent
(January 22,2Q04) invoice, which has been attached, include a fixed monthly
charge of $154,083, a consumption charge of $0.131 per thousand gallons and
al0% management fee.

Please note that the Company, consistent with its response to Intemogatory
OTS-RE-60, has reduced its claim for PWD purchased water by $12,600' A
copy of the revised page26fu(a) to Exhibit 1-A is attached.
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To:

From:

Subject:

Date:

Tinicum - PWD
Cheltenham - PWD

Fixed Charge
Consumption Charge

Management fee
Total

Tinicum SCADA - Tank lnlet Chelheham SCADA

MEMORANDUM

File

Jim McGinley

Philadelphia January-O4

2t2t20M

12131n0A3
1AzU2403

69,654,150
51,963,090

1?/31n0A3
1z�22t2003

45,095,350
32,009,345

ilzu20U
17,791,060
ff,253,610 1t22t2004

13,086,005
33,115,678

82,A44,670 gallons

83,700,000 gallons
45,800,000 gallons

$154,083.00
$16,964.50

$171,047.50
$17,104.75

46,201,683gallons

$188,152.25 Charge to: 35201010, WATER, 6101,4970

$0.131/1000

1}Yo

PWD billing is
PWD billing is

2.02o/o
-0.87o/o

more then PSW Co.for Tinicum
less then PSW Co. for Cheltenham



26A(a).
Witness: Jack Scbrever

PEISIS)n"VANIA SUBI'RBAN WATER COMpA}ry

WATERPURCHASED

PSW bcgan purcbasing watcr &om PhiMclpbia lVatcr Dcpartrrcnt (P14D) for the Cheltenhasr
interconnection in Juuary 2003. Monthly usagc is avcraging 55 MG over and above the norzral usage at
the Tiaiqm intcreonnection. Initially, thc watcr tbat was prryed Aom tbc Ncshaniny and Pickcring
treatmcnt plants to the portions of PSIV's Eastcm Division servcd by tbe new Cheltenham interconnection
will be replaccd by tbe additional water puchrscd fiom PWD. Evcntually, the water takeu at tbe uew
interconnegtion will be needed to supply tbc anticipatcd c{stomcr growtb in tbe Eastern Division druing
2004 and 2005. At that ti"c, the Ctcltenbam intacomection will supplant tbe need for a Delv trcabent
plaut in the Eastem Divisiou. This adjusmeut mukiplies the anticipated usage at the new interconnestion
phs the test year usage at the Tinicum interconnection by tbe ratcs b cffect at Janrury 1, 2003.

Historic
Test Year' 
6R,012003

Veudor lntcrcomect
Philadelphia Water Department Tinicum &

Gheltenham
1,660,586,570

660,000,000
2,320,586,570

$ 1,848,996

$ 303,997

$ 215,299
$ 2,368,292 $ 2,368,292

Ended 6/30/03 $ 1 ,981,31  1
$ 386,981

$ 387,000

Tinicum Test Year Usage
Cheltenham Pro'Forma Usage
TotialUsage

Fixed Charge ($1 54,083/mo.)

Consumption Charge ($0.131/ M Gal)

Management Fee (10olo of Bill)
Annual Pro-Forma Expense

Less:Arnount Expensed in the 12 Mos.
Increase/(Decrease)

Us

Fuure
Test Year
6R0n0u

s2,368,292

$ 1,981,31 1
$ 386,981

$ 387,000



Wiaess: Jack ScbreYer
Date: January 20,200l�

PHII,ADEI.PHIA SIJBIJRBAI'{ WATER COMPA}flT

OFFICE OF THE CONSIJMER ADVOCATE

INTERROGATORIES - SET tr

DOCKETNO. R-00038805

OCA-tr46. Regarding page 50 of Exhibit 1-d please provide, for eacb of the past tbree years

as ieU as for tne funrre test year, the number of vehicles leased by the Company.

A. Year e,nding}O0l
Year ending 2002
Year ending 2003

Future Test Year:
. J/1/03 tbru 6RA/V

254
262
259



Witness: Robert M. Griffin
Date: February 4,2404

PHILADELPHIA SUBURBA\] WATER COMPA}NT

OFFICE OF THE CONSI'MER ADVOCATE

INTERROGATORIES - SET II

DOCKET NO. R-00038805

OCA-II-5g. a. , With regard to the future test year plant additions shown in Schedule 1 to

PSW Statemeni 1, please provide the actual amount qpent to date for each project.

A. Attached is a work paper setting forth actual amounts spent on a project by
prqect basis for projects over $250,000. In addition, the actual amount
spent to date in the aggegate is on the bottom of the work paper.

o
:
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Witness: Robert M. Griffrn
Date: December 31,2003

PHILADELPHIA SUBURBAI'T WATER COMPA}.IY

OFFICE OF THE CONSIJMERADVOCATE

INTERROGATORIES . SET II

DOCKET NO. R-00038805

OCA-II-52. a. When are quarterly bills to customers currently due?

All bills are due twenty one days after the issuance of the bill.



Witness: Robert M. Griffin
Date: December 31.2003

PHILADELPHIA SUBURBAI'I WATER COMPA]'ry

OFFICE OF TI{E CONSUMER ADVOCATE

INTERROGATORIES - SET II

DOCKETNO. R-00038805

OCA-fl-53. a. 
' 

Assuming that the Company converts to monthly billing, when will
monthlv bills to customers be due?

All bills are due twenty one days after the issuance of the bill.



Witness: Robert M. Griffrn
Date: December 31,2003

PHILADELPHIA SUBURBA].T WATER COMPAITIY

OFFICE OF THE CONSUMER ADVOCATE

INTERROGATORIES - SET II

DOCIGT NO. R-00038805

OCA-II-58. a.' Regarding page 18, lines 2-7 of Mr. Griffin's testimony, please provide the
actual net additions to CIAC and CAC for each of the past five yeus.

A. cAc 1998
1999
2000
2041
2002

clAc 1998
r999
2000
2001
2002

$2,104,848
4,071,963
4,106,504
8,705,540

17,969,7A5

$ 1 ,240,1 82
2,359,473
4,260,239
4,458,647
3,833,051

o



Witness: Robert M. Griffin
Date: February 18,2004

PENNSYLVA}TIA SIIBTIRB,{1.{ WATER COMPA\NT

OFFICE OF THE CONSIJMER ADVOCATE

INTERROGATORIES . SET VII

DOCKET NO. R-00038805

ocA-vII-4 a. For each of the acquisitions listed on page 6, lines 5-7 of Mr' Griffin's
testimony, please provide: a) the purchase price, b) the net book value of
the plant acquired (original cost basis), c) annual operating revenues
included in the filing, d) annual operating expenses included in the filing'
e) the number of customers acquired, f) whether an acquisition adjustrnent
was reflected in the filing, and g) the amount included in the Company's
rate base claim in this case.

Monroe Manor $i,240,000, Rolling Green $1,285,000, Ariana
$6,000, DLWB $i55,000, White Rock $400,000, Jefferson
$200,000, Maple Crest $64,000, Sunrise Estates 5148,000, NUI
$3,580,000..

The Monroe Manor and Rolling Green rate base was apProved by
the Commission at Docket No. R-00016750. The Monroe Manor
and Rolling green original cost basis is the same as the mte base
filed in that case.

The Company stated at the discovery conference that it was
removing the Sunrise Estates revenue, expense and rate base from
this filing due to the fact that the application and asset purchase
agreement at Docket No. A-210104f0030 contained both the
Sunrise Estates and Windsor Farms acquisition and the Windsor
Farms revenue and rate base were not included in this filing.

Refer to the Company's response to OTS-RB-5 b), attached, for
the original cost basis of Ariana, DLWB, White Rock, Jefferson ,
Maple Crest and NUI.

Refer to the Company's response to OTS-RB-5, attached.

a)A.

b)

c)d)e)



OCA-VII-4 Page two

The only amortizations of acquisition adjustnre'lrts (positive or
negative) related to acquisitions that have bee,n completed since
June 2002 are with respect to the NLII and White Rock
acquisitions.

Refer to the Company's response to OTS-RB-5 b), attached.
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Witness: Robefi M. Griffin & John Spanos
Date: February 4,2044

PHILADELPHIA SIJBURBA]'I WATER COMPANIY

OFFICE OF TRIAL STAFF

RATE BASE DATA REQUEST

DOCKETNO. R-000167s0

ors-RB-s. a For each Original Cost Study presented by the Company in this
proceeding, please provide the following:

a. A detailed explanation of how and why the study was done.

b. A schedule showing the difference between the Original
Cost as recorded on the books of the Company and the
Original Cost presented in this proceeding.

c. A comparison of the book depreciation reserve as
shown on the Company's books and the depreciation
reserve as it is being claimed in this proceeding.

d. A list of any assumptions made about the validity of
the original cost, accrued book depreciation reserve
and the amount of plant listed, on the original
company's books, at the time of purchase'

e. Purchase Price of the Company.

The original cost study was a Commission requirement in
every acquisition presented in this rate filing. The studies
involved field trips to identify all acquired facilities, review
of available documentation and publications to establish
original cost, classification ofassets by account and year of
installati on and determinati on of accumulated depreciation.
The NUI study was performed in-house. Field trips were
made by Aqua Pennsylvania employees in December 2002
and June 2003. Gannett Fleming Valuation and Rate
Consultants, Inc. performed the field trips and study for
every other acquisition.

A.
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b. Ariana-regulated utility- $ 1 4, I 60 D.O. C. recorded as rate
base for Aqua Pennsylvania on August 12,20A2-$17,302
D.O.C. recorded in the sellers rate case as of December 31,
r993

DLWB -de- facto company- $ 3 02,527 D. O. C. recorded as
rate base for Aqua Pennsylvania on November 26,2402-
sellers books were not made available to the Company.

White Rock-regulated utility-$400,000 D.O.C. recorded as
rate base for Aqua Pennsylvania on November 22,2042,
including a5227,554 acquisition adjustment (see PSW
Statement No. 2, Pages 14 and 15)-$153,647 D.O.g.
recorded on the sellers 1999 Annual Report to the PUC.

Shickshinny Lake-homeowners' assoc-$428, 1 64 D. O.C. as
rate base for Aqua Pennsylvania on May 15, 2000-The
sellers records containing the assets, other than those paid
for by a PennVest loan were not made available to the
Company.

NUl-reguiated utility-$ 3,599,846 D.O.C. recorded as rate
base foi Aqua Pennsylvania on June 26,2002, including a
$1,221,53 5 acquisition adjustrnent (see PSW Statement No.
2, Pages i3 and i4)-$2,378,311 recorded on sellers 2001
Annual Repofi to the PUC.

Ariana-($16,539) depreciation reserye in rate base-
($1 1,872) depreciation reserye recorded in sellers rate case
as of December 3 i, 1 993.

DLWB -($3 3,7 06) depreci ation reserve in rate b ase-sell ers
books were not made available to the Company.

White Rock-($89,121) depreciation reserue in rate base-
($251,350) depreciation reserve recorded on sellers 1999
Annual Report to the PUC. The seller utilized tax
depreciation for its book depreciation without a resultant
increase in customer rates.

Shickshinny Lake-($ 1 26,941) depreciation reserve in rate
base-sellers books were not made available to the
Company.

NUI-The Company carried forward to its depreciation
reserve the depreciation reserve of NUI at closing.
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d. Ariana-see attached reconciliation benrueen D.O.C. booked
and the D.O.C. from the sellers rate case as of December
31, 2003. The Company accepted the Commission's
D.O.C. from 1993 and simply updated the numbers for a
small amount of plant added since 1993 and recalculated
the accumulated depreciation up to date'

DLWB-The O C study valued the de-facto company's
assets without any assumptions made regarding records that
were not made available to the Company.

White Rock-see attached reconciliation between D-O.C.
booked, exclusive of the acquisition adjustnrent, and the
D.O.C. from White Rock's 1999 annual PUC report.
White Rock utilized its ta:c depreciation for book
depreciation. The Company recalculated the accumulated
depreci ation based on Commission-approved principles'

Shickshinny Lake-The assets from the PennVest loan were
booked at cost. All other assets were valued without any
assumptions regarding records that were not made available
to the Company.

NUI-The Company accepted the book value of the sellers
assets and accumulated depreciation at the time of closing.

e. Ariana-$6,000 Purchase Price
DLWB-$ 1 55,000 purchase Price
White Rock-$400,000 purchase price
Shickshinny Lake-$ 1 3 5,000 purchase price
}}{{.JI-$3,5 9 9,846 purchase Price

Note: Refer to PSW Statement No. 1(s) for the requested data, including a

reconciiiation of rate base between the acquired company records and the

Company's rate base claim in this case for Jefferson, Maple Crest.



oLA-w.q

Witness: Robert M. Griffin & John Spanos
Date: Febnrary 4,2004

PHILADELPHIA SIIBURBA]'{ WATER COMPA}TY

OFFICE OF TRIAL STAFF

RATE BASE DATA REQUEST

DOCI<ET NO. R-00016750

ors-RB-6. a. For all acquisitions iisted on pages 18 and 19 of PSW Statement

No. l, prooidr a detailed schedule and an explanation showing all

impacts on each of the following:

a. Rate Base
b. Revenues
c. ExPenses
d. Customer Levels

A. a. Refer to Company's response to lnterrogatory OTS-
RB-sb. The rate base claim for Sunrise Estates is
not yet compieted.

b. Refer to Exhibit 1-A, Pages 4-19,4-20, 4-21,4'22,
4-24 through 4-30.

None.

Ariana-20 customers
White Rock-275 customers
DLWB-30 customers
Shickshinny Lake-9 i customers
NUI-2,566 customers
Jefferson- i 47 customer
Maple Crest32 customers
Sunri se Estates- 74 customers

Note: Manor and Roliing Green revenues and rate base were included in the

fully litigated Rate Order at Docket No. R-00016750. As a result, the
Company does not maintain separate rate base or expense data for these prior

acquisitions. Refer to Exhibit 1-A, pages 4-17 and 4-18 for revenue for these
divisions.

d.
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Witness: William Jerdon
Date: FebruarY 4,2004

PENNSYLV.{T{IA SI'BIJRBAN WATER COMPA}]Y

OFFICE OF THE CONSUMER ADVOCATE

INTERROGATORiES - SET VN

DOCKET NO. R-0003880s

ocA-vII-16 a. Please a) confirm that the Company did not include a consolidated income
ta:< adjustment in its filing and b) explain why no such adjusgnent was

included.

The Company did not inciude a consolidated income tax
adjustment in the filing.

The Company has computed a consoiidated income tax adjustment
of $75,306 and will include the adjustment in the revised
accounting exhibit.

a)

b)

A.



Witness: Robert M. GritrD
Datc: Febnrary 20,2004r

PENNSEVA).IIA SUBURBAI'I WATER COMPAI'IY

OFFICE OF THE CONSIJIyIER ADVOCATE

INTERROGATORIES - SET VII

DOCKETNO. R-0003880s

ocA-vII-I7 Q. Please provide the most recentbalances for a) confiibutions in aid of
constuction, b) advances for constnrction, and c) deferred incorhe talt
reservcs.

Below are the most rece,nt balances as of Decc,srber 31, 2003 fon

a) Contibutions in Aid of Construction $48,860'504
b) Advances for Constnrction
c) Defemed Income Tax Reserues

$43,769,078
$60,553,91.0



'lVitncss: Robcrt M. &itrn
Date: Febnrary 20,24M

PENNSY'LVA}IIA SUBURBA}.I WATER COMPANY

OFFICE OF TIIE CONSIJMER ADVOCATE

INTERROGATORIES - SET VII

DOCIGT NO. R-00038805

&A-WI-?2 a. Please identi$ the total dues inctuded in the Company's claim for the
National Association of Watcr Compmies and the pcrcatage of dues used
for lobbyiag activities.

$169,62I ofNAWC dues was accnrcd in the test yer in account 6758.
27o/o of thelatest invoice was considored for lobbying activity'



Witness:Jack SchreYer
Date: February 17,2004

PENNSYLVANIIA SUBIIRBA}T WATER COMPA}IY

OFFICE OF THE CONSL]MER ADVOCATE

INTERROGATORIES - SET VIN

DOCIGT NO. R-00038805

ocA-vtrI-2 a. When does the Company anticipate that the Management Services
Agreement leferenced on page 3, line 4 of Mr. Smeltzer's Supplemental
Testimony will be filed?

A. The Company will file the Management Serrrices Agreement by the end of
April,2004,



Witness: Jack SchreYer
Date: February 18,2004

PENNS).LVA}TIA STJBTIRBA]'{ WATER COMPA}]IT

OFFICE OF THE CONSIJIUER ADVOCATE

INTERROGATORIES - SET D(

DOCIGT NO. R-0003880s

ocA-Ix-1 a Regarding Schedule 1 to Mr. Schreyer's Supplemental Testimony, has the
Company solicited bids from auditors other than PricewaterhouseCoopers
regarding the costs relating to the Sarbanes-Oxley Act? If so, please
provide all bids received. If no other bids were solicited, please explain
why no such bids were solicited.

A. No alternative bids were solicited for audit work for the following reasons:

(1) The Sarbanes-Oxiey internal control audit must be conducted by
the external auditors who audit the financial statements. A second
bid cannot be solicited unless PricewaterhouseCoopers is replaced
as the Company's external auditor conducting the financial audit.

(2) The Company (or certain subsidiaries) switched auditors nrdce in
recent years. In 1999, following the closing of the merger with
Consumers Water Company (CWC), the services of Arthur
Anderson (CWC auditor) were terminated and I(PMG expanded its
scope to include the new subsidiaries' In 2000, following a
substantial proposed increased in the KPMG audit fees, the
Company solicited bids from other firms and, as a result, selected
PWC over I(PMG. However, additional bids were solicited to
guide/manage the Company's Sarbanes-Oxley section 404
documentation project. As a result, the Company engaged the
Outsourcing partners at a blended hourly rate of $109.00 versus
the PwC bid of a blended hourly rate of $31 1 .00 for a savings of
$202.00 per hour billed.



Witness: Jack Schreyer
Date: February 18,2004

PENNSYLVANIA SUBIJRBAN WATER COMPA}IY

OFFICE OF THE CONSLMER ADVOCATE

INTERROGATORIES - SET [X

DOCIGT NO. R-00038805

ocA-Ix-4 a. Regarding Schedule 2 to Mr. Sclreyer's Supplemental Testimony, has the
Company solicited bids from entities other than The Outsourcing
Partnership LLC regarding the assessment of the effectiveness of internal
audit controls under Section 404? If so, please provide all bids received.
If no other bids were solicited, please explain why no such bids were
solicited.

A. Aqua America, Inc. (Aqua America) originaliy hired The Outsourcing
Partrrership (TOP) to complete a comprehensive risk assessment and
annual audit plan for the company. For this project Aqua America had
issued a request for proposal for internal auditing services. TOP was the
low bidder on this project, Aqua America received two (2) other bid for
this work. This original bid was modified and incorporated into the
crurent contract after we received the attached proposal from PwC for its
Section 404 project initiation, design and training for a pilot project at
Aqua America which totaled an estimated $310,000 to $355,000. TOP
proposal was to complete all Section 404 work for the $142,000. Since
we worked with TOP on the former project and we were satisfied with its
work product, we modified their current contact to include the Section 404
work. Also, we received another proposal for our pilot project from the
Business Resource Solution LLC with an average cost of $ I 00 per hour
for this work. This cost per hour was compared to the TOP cost per hour
and based on the fact that TOP was responsible to manage our Section 404
project, we revised the TOP contract to manage and complete the total
Section 404project.
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Witness: David P. Smeltzer
Date: December 31' 2003

PENN SYLVA].TIA SUBURBA]'J WATER COMPAhTY

OFFICE OF TRIAL STAFF

REVENUE & E)(PENSE DATA REQUEST

DOCKETNO. R-00038805

ors-RE-2. a. Referto PSW ExhibitNo.2-A. For eachnew employee inoluded in

futgre test year payroll, provide, by position number, a description of

position, the date hired and the actual annrulized salary. Provide

dates as they become available throughout the case.

A. A. See attached.

o



o'7:s - Re. z

Actual Annualized SalaryNumber Position Description

13 Executive Secretary Corporate Development
75 Project Manager
79 Manager Environmental Compliance
80 Assistant Manager - Human Resources
82 Senior Financial Analyst

143 Business Process Director
145 Assistant General Counsel
146 Business Systems AnalYst
222 Engineering Aide
223 Administrative Aide - Willow Grove
234 Administrative Clerk - Cross Connection
244 Data Analyst - Customer Service Representative
390 Customer Service Representative - White Haven
392 Administrative Aide - Hawley
393 Operator/Laborer - White Haven
394 Operator - Hawley
409 Rate Analyst
41 1 Customer Service Representative
412 Customer Service Repesentative
413 Human Resources Assistant
414 Assistant Accountant Accounts Pavable
415 Engineering Aide
416 GIS Technician
417 Project Coordinator - White Haven
418 Seasonal Clerical - Eastern Operations
419 Seasonal Clerical - Shenango
420 Seasonal Clerical- Shenango
833 Cleaning & Lining Crew
834 Field lnspector Third Class
835 Instrument Technician - Shenango

Date Hired

5t14t2003
1t27t2003
u13n0a3
1/30/2003
5t1t2003
5/9/2003

3124t2003
5t22t2003
2t18t2003
3t17n043
1t13t2003
9t3t2002

8t19t2002
8t19t2002
a1212003
3/31/2003

10/13/2003

$42,538
95,859
81,040
83,909
46,095
46,755

118,837
77,757
34,958
29,222
17,353
28,073
25,670
21,948
30,234
31,640
39,250
31,756
31,756
29,203
32,324
41,014
41,014
52,000
5,179
5,148
5,148

194,195
45,628
51 ,731

o



Witness: William Jerdon
Date: February 4,2044

PENNSYLVA}TIA SUBIIRBAI'I WATER COMPA}IY

OFFICE OF TRI,AL STAFF

REVE]IIIJE & E)CENSE DATA REQUEST

DOCKET NO. R-00038805

ors-RE-72. Q. Provide a schedule culminating in the proper allocation of
consolidated ta:< savings applicable to Pennsylvania and each other
state.

A. The Company has calculated an allocation to PA of $75'306.
See attached work paper. This amount will be reflected in the
revised accounting exhibit.

o
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Witness: Robert M. Griffin
Date: January 9,2004

PENNSYLVA].{IA SUBURBAN WATER COMPA}IY

OFFICE OF TRIAL STAFF

REVENUE & E)GENSE DATA REQt]EST

DOCKETNO. R-00038805

OTS-RE-73. a. Reference: Exhibit 1-A, p. 83-2; Provide a calculation and an
explanation supporting the 35.2lag days for Management Fee
expense.

The 35.2 day lag for Management Fee was based on a 15.2 day
service lag(365/24) and a 20 day payment lag.

The attached Management Fee lag day calculation is based on the
latest twelve months payments to vendors. The Company will
update the Management Fee lag in its revised accounting exhibit.



Pennsylvania Suburban Water Company
2003 Rate Case

Response to Interrogatory OTS-RE-73

Management Fee Lag Days

Vendor
Bill
Date

lnvoice
Date

Payment
Date

Service
Midpoint Amount

Lag
Davs

Dollar
Days

Os$:
cwc
cwc
cwc
cwc

PSC
PSC
PSC
PSC
PSC
PSC
PSC
PSC
PSC
PSC
PSC
PSC
cwc
cwc
cwc
cwc
cwc

1nu03
3t6/03
4n,i03
4n4rc3
5BAt03
7n/03
'1t30t03

8n5t03
9t18/03
14t17t03
l l/t l/03
rzt18t03
tn4/03
3/6/03
4/2/03
st30t03
5BA/03
7nt03
7D4/03
8t15/03
9tr8/03
t0/17 t03
tvnl03
nn/a3

December 2002 1/13rc3
January 2003 2ll8l03
February 2003 3/19103
March 2003 4115103
April2003 5/22/43
May 2003 612103
June 2003 7/18103
July 2003 8/l 1/03

August 2003 9/15/03
September 2003 l0/8/03
Oaober 2003 10/31/03

November 2003 l2llVA3
December 2002 lll3l03
January 2003 2ll8/03
February 2003 3/19/03
March 2003 5/22103
April2003 5/28/03
May 2003 6119/03
June 2003 7/18103
July 2003 8/11103

August 2003 9ll5l03
September 2003 10/8/03
October 2003 11/5103

November 2003 11/6/03

t2/t5.5t02
l/15.5/03
2n4t03

3/t5.5t03
4/15/03
5n5.5/03
6n5/03

7/15.5t03
8n5.5t03
9tr5/03

r0/15.5/03
1r/r5t03

t2n5.5t02
t/r5.5/03
2/14/03

3/15.5t43
4/r5t03

5/t5.5t03
6115t03

7/15.5103
8/15.5/03
9l1st03

10t1s.5/03
11/15/03

44t,173.02
345,786.64
184,592.39
776,34t.70
243,924.20

. 340,370.91
371,877.60
417,195.84
282,523.89
285,746.84
282,603.56
233,359.93
24,322.0'I
2'7,973.82
38,606.16
43,757.39
36,035.91
41,035.38
34,591.27
38,976.60
2'�1,187.72
23,063.91
3281.24

26,655.61

39.5 17,426J34
49.5 17,116,439
41.0 8,675,842
39.5 10,9t5,497
45.0 10,976,589
4'l .5 16, I 67,61 8
45.0 17,404,492
30.5 12,724,504
33.5 9,464,550
32.0 9,143,899
26.5 7,488,994
33.0 7,701,208
39.5 960,722
49.5 7,384,'104
47 .0 1,8 14,490
75.5 3,303,683
45.0 1,621,616
4'l .5 I ,949,1 8 I
39.0 1,349,060
30.5
33.5
32.0

I  , l  88,786
910,789
738,045

26.5 87,1t2
17.0 453.145

4,077,000.60 160,567,298
f 3%l

1/8/200G:\fingrp\Treasury\Rates\PENNSYLVANIAU003 PSW Rate Case\PSW Lead Lag - 2003 case.xls



Witness: Robert M. Griftin
Date: January 9,2004

PENNSYLVA].{IA SUBURBAN WATER COMPA}IY

OFFICE OF TRIAL STAFF

REVENUE & E)(PENSE DATA REQUEST

DOCIGT NO. R-00038805

oTS-RE-78. a. Reference: Exhibit l-A, p. 83-2; Provide a calculation and an
explanation supporting the 0.9lag days for Vehicle Lease expense.

A. At the time of the rate filing, the Company had not completed the
Vehicle Lease lag study. The 0.9 day lag is the sane as the
Vehicle Lease lag in PSW's 2001 rate fiiing at Docket No' R- '
00016750. Subsequent to the rate filing, the Company completed
the Vehicle Lease lag study, attached. The revised Vehicle Lease
lag will be utilized in the Company's revised accoulting exhibit.



LeadLag.xls o7s-K€-79

AMOUNT I LAG DAYS DOLLAR DAYS

VEHICLE LEASE EXPENSE

#01 0r 0l/070544/1 01 003
BILL DATES

JULY (GE)
JTILY @EERE)

AUGUST (GE)
AUGUST (DEERE)

SEPTEMBER (GE)

SEPTEMBER (DEERE)

OCTOBER (CE)

OCTOBER (DEERE)
NO\DMBER (GE)

NOVEIVTBER (DEERE)

DECEMBER (GE)
DECEMBER (DEERE)

JA}.IUARY (GE)

FEBRUARY (CE)
JA}.I&FEB (DEERE)

I4lrRCH (GE)

oq#:?*r'
MAY (GE)

[4AY (DEERE)

JLINE (GE)

JUNE (DEERE)

Pennsylvania Suburban Water Company

LEAD - LAG STUDY
2OO3 RATE CASE

71t5.5
7fi'.5
8/15.5
8/15.5
9lr5
9ll5

l0/15.5
r 0/15.5
lll l5
il/15

12n5.5
r2n5.5
0l/15.5
02/14
v29.5

03/l 5.5
03/r 5.5
04tr5
04/15

05/l 5.5
05lt5.s
06n5
06/t5

1lly02
7Rll02
8t08t02
8nzt02
09lt3to2
9n4102
10lut02
l0lr8,t02
tvtlt02
l1ll4102
r2t02t02
rrnauz
v13/03
2lt4/03
a2t/03
3106t03
3120103
4t11t03
4t24103
s/08/03
5R0/03
5/30/03
7t02/03

Vehicle Lease

62,067 4.5
3,425 15.5

58,819 -7.5

3,425 6.5
54,561 -2.0

3,425 9.0
57,148 -11.5

3,425 2.5
U,581 -4.0

3,425 -1.0

61,311 -13.5

3,425 -23.5

68,185 -2.5

63,104 0.0
6,850 22.5

62,299 -9.5

3,425 4.5
62,387 4
2,370 9

64,305 -7.5

2,2U 14.5
75,661 -16.0

2,284 17.0
792,251

r - r

Las.l (Lead) ll -5.611

279,302
53,088

441,143
22,263

-109,t22
30,825

-637,202
8,563

-258,324
-3,425

-828,509
-80.488

-170,463
0

154,125
-591,841

15,413
.249,548

21,330
48228E

33,1 1 8
-l,210,576

38,828
4,426,014

1t8pa04 G:\fi ngrp\Treasury\Rates\PEN NSYLVANIA\2003 PSW Rate Case\LeadLag-xls



Witness: Robert M. Griffin
Date: January 29,2004

PENNSYLVA].IIA SUBIJRBA}.I WATER COMPANY

OFFICE OF TRTAL STAFF

REVENLIE & E)GENSE DATA REQI.IEST

DOCKET NO. R-0003880s

oTs-RE-80. a. Reference: Exhibit 1-A, p. 83-2; Provide a calculation and an
explanation supporting the 75.5 lag days for Pension expense.

A. At the time of the rate filing, the company had not completed the
Pension lag day calculation. The 75.5 day Pension lag is the same
as the Pension lag in PSW's 2001 rate filing at Docket No. R-
00016750. Subsequent to the rate filing, the Company completed
the Pension lag, based on the 2004 funding requirement. The
revised Pension lag tirat will be utilized in the Company's revised
accounting exhibit is attached. By law, the latest date for
conrributions for the 2004 Pension expense is September 15, 2005
and the company's pension lag calculation assumes that a portion
of the anticipated Pension contribution wili be made at that time.



PENSION
2004 anfi cipated conribution

Schedule
April 15,20Ol
July 15,2004
October 15, 2004
January 15,2005
September 15, 2005

PENNSYI,VATIIA SUBIJRBAN WATER COMPANY

LEAD. LAG STI,JDY
2OO3 RATE CASE

ice Mid-Point
?00,000
700,000
700,000
700,000

3,'164,656
6,564,656

or- Re -&

-77.0 -53,900,000
14.0 9,800,000
106.0 74,200,000
I 98.0 138,600,000
441 .0 I ,660,213,296

I 82891 3296.0
t--ffi-l

July l,2004
July 1,2004
July l ,2004
July I, 2004
July l,2004

o
1128t2004 G:\fingrp\Treasury\Rates\PENNSYLVAN lA\2003 PSW Rate Case\LeadLag.xls



Witness: Robert M. GrifEn
Date:Februarv 4.2004

PENNSYLV,{I{IA SUBTIRBA].{ WATER COMPA}TY

OFFICE OF TRI.AL STAFF

REVENLIE & EXPENSE DATA REQI'EST

DOCKET NO. R-00038805

oTS-RE-el. a Reference: Exhibit I -A , p. 61; Provide support for the General
Assessment rate of .004848927784.

The General Assessment factor used in the rate filing was derived
from a preliminary assessment. The final General Assessment,
attached, for the year July l, 2003 to June 30, 2004 is
0.004954026534 for all water utilities. The Company will utiiize
the final General Assessment factor in its revised accounting
exhibit.

o



on5- R€- 2r

PENN5YLVANIA PUBUTC UTILTTy COMMT55ION

Run Dote:8/4/?003 SCHEDULE A
Allocotion of the Severcl Public Utility Groups of the Totol Assessment of

Estimoted Commission Expenditures for Fiscol Yeor July 1, 2OO3 to June 30, ZOO4

roror commission Expendirirres 
*l'j.H;1"f,T"1;i:?*l?tt

of Eoch 6roup Percentoge June 30. z0o4 AllocotEd to Eoch
6roup for Colendac Year ?AOZ Distribution Group. ffotol X Percerit)

Electric $13,351,543.13 3?.s5a370 gt4,osr,76g.74
Gos 97,?18,0??.16 17.601489 97,596,574.00
Telephone & Telegroph 99,540,474.57 ?3.?64999 g1o,o40,gzg.eg
Tronsportotion 97,563,605.99 t9.441?n gT,g6O3g?JA
Pipeline 949,261.04 O.I?OLZS $51,844.55
Woter & Sewoge $3,059,299.73 7A60?47 g3,Zt9,74S.gJ
Steom Heot $??s,gt4.t7 0.550659 $?3T,63T.A8

Totols $41,0O8,020.79 100.000000 $43,158,701.58

Electric
Gas
Telephone &
Telegroph
Tronsportotion
Pipeline
Woter & Sewoge /
Steom Heot

Totols

$r4,051,76974
$7,596,574.OO

$10,040.828.28

$7,960,?8?.rO
$51,844.55

$3,?t9.745.83
$?s7,657.A8

$10,812,757,97A.0O
$3,153,970 ,4?g.oo

$4,435,465,602.00

$1,968,556.856.00
$44,759,?4?.0O

$649,9?5,028.00
$75,639,483.00

Oenerol Assessment

Fqctor for Eoch 6noup

(Column (A) Divided

by Column (8))

(c)
0.001299554634 ,
0.002408574895

o.00??63759700

0.004043714599
0.001158298289 /

o.oo4954o?6594 r'

0.003141971205

SCHEDULE B

Estimoted Commission Expenditures 6r.oss Intros?ote

for Fiscol yeor oPeroting
Revenues

July 1, 2OO3 to June 3O, ZOO4 of Eoch 6roup for

6roug Assessable on Eoch 6 
cqlendar YeorrouP 

zooz
(^) (B)

$43,158,701.58 $?t,t41,074.617.00



Witress: David P. Smeltzer
Date: February 19,2044

PENNSYLVA}IIA SUBIJRBA].I WATER COMPA]{NT

OFFICE OF TRIAL STAFF

REVENIIE & E)GENSE DATA REQUEST

DOCKET NO. R-0003880s

oTS-RE-too.Q.Refer to PSW Exhibit 1-A, page 43. Please provide the dates and
arnounts of all cash contributions to the pension fund since January
1 ,2003.

A. $1,300,000 by April 15,2004
$1,300,000 by July 15,2004
$1,470,879 by September 15, 2004
$1,300,000 by October 15,2004
$1,300,000 by January 15, 2005
$1,200,000 by September 15, 2005



Witness: Robert M. ClrifEn & Pad R. Herbert
Date: Febnrary 20,200/l

PENNSY-LVANIA SIIBURBA}.I WATER COMPA\IY

OFFICE OF TRI,AL STAFF

REVENUE & HOENSE DATA REQUEST

DOCKET NO. R-00038805

oTS-RS-32. Q. Io reference to colrrmn 6 shown 9n Page 3 ofPSWC Exhibit 5-A
Pst tr:

a- Should the revenue from resale and indusfrial rider customers
be orcluded from tbe 5o/o factor,since thcse customers do not
paythe So/aDSIC?

b. Should the rweirue from the DLTWB, White Haven' Maple
CresE Jefferson Hills, and Surise Estates Dvisions be
orcluded from the 5Yo fadat, since these custoners do not
paythe 5% DSIC, as shown onPS'WC-50, pages 145-149?

Should the rweoue from Availability and Private Fire
customers be inseased to rcflect the 5% DSIC that these
customers are suprposed to PaY?

If the answer to any of the above questions is'!es", provide
a revised calculation of the 5% DSIC rtx/enue shoum on page
3 of PSWC Exhibit 5-A" Part 4 and an explanation of the
changes made.

c.

d.

A. Yes.

Instead of charging custome,rs from newly acquired water

companies Ue bStC rigtrt away, the Company waig until the

infrastucture improveme,nt capltal program in those areas is

begun before charging DSIC to those customers' DLWB

wi acquired on Novernber 26,2002. DLWB customers will

be cbarged DSIC in 20O4 for tbe first time' White Haveo

was acquired on March 12,2002- White Haven customers

paia OiOSIC in theirbilling in 2003 for the first time'

b.



d"

lvl4te Crest was acquired on Augrrst 8,2003. Mryle Crest
c,rstomczs will pay for DSIC ia $Ei1litling for the first time
in 2005. Jcffcrson was acquired on July 30, 2003. Jefferson
qstomers will pay for DSIC ia&girlilling forthe first time
in 2005. Sunrise Esfiat€s was acquired on August 28' 2003.
Sunrise Estates customsrs will pay for DSIC in &gir filfing
for the first time in 2005.

DSIC is not billed to Availability crrstomets sincc they do not
benefit fiom infrastnrcttue irrprovements. DSIC is billed to
pnvate fire customeis.

See attached schedule.
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