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Re: Case No. 03-W-0952 — Application of Reagans Mill Water Company for
Approval of an Increase in Rates and Charges.

Dear Secretary Brilling:

I am enclosing four copies of an affidavit on behalf of Reagans Mill Water
Company in support of its rate increase filing and in opposition to the PSC Staff’s
preliminary report in this case.

I am also enclosing the same affidavit in separate envelopes to Chairman Flynn
and Commissioners Weiss, Dunleavy and Gavin, and to Messrs. Thomas Dvorsky and
Jack Agansky. I am taking the liberty of asking you to have these delivered to them.

Thank you for your as51stance Please call me at (561) 747-9867 if you have any
questions. :

Respectfully submitted, .

GUASTELLA ASSOCIATES, INC.
Consultant for Reagans Mill Water Co.

N

John F. Guastella
President

Encl.
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THE STATE OF NEW YORK
DEPARTMENT OF PUBLIC SERVICE

PSC Case No. 03-W-0952

In the Matter of the Application of
Reagans Mill Water Company for

Approval of an Increase in Rates and
Charges.
AFFIDAVIT IN SUPPORT
OF APPLICATION
STATE OF FLORIDA )
) ss.:
COUNTY OF PALM BEACH )

John F. Guastella, being duly sworn, desposes and says:
I am President of Guastella Associates, Inc., a utility consulting firm, and

1.
a licensed professional engineer in the States of New York, New Jersey and Florida. I

have been actively engaged in matters involving utility rates and service for forty-one

(41) years. A copy of my resume is annexed hereto as Exhibit “1”.
I make and submit this affidavit in support of the application in the above

2.
captioned proceeding by Reagans Mill Water Company (“Reagans Mill” or “Company”).

3. I make this affidavit upon personal knowledge.
PROFESSIONAL BACKGROUND

I have been President of Guastella Associates, Inc. since its formation in

4,
1978. Guastella Associates, Inc. provides management, valuation and rate consulting

services to numerous public and private utilities and specializes in rate analysis and
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calculation for water and sewer utilities. Guastella Associates, Inc. has provided rate
consulting services for numerous private, investor-owned utilities, such as Reagans Mill.
5. Prior to establishing Guastella Associates, Inc., I was employed by the
New York State Public Service Commission (“PSC” or “Commission”) for sixteen (16)
years, from 1962 to 1978. During my tenure at PSC, I held the positions of Chief of

Rates and Finance in the Commission’s Water Division (1970 to 1972) and Assistant

Director (1972 to 1974) and Director of the Water Division (1974 to 1978). While
employed at the PSC, I was directly involved in developing the Commission’s initial rate
policy for new developer related water utilities. I also drafted laws that were enacted
with respect to the Commission’s jurisdiction over small and developer related water
utilities.

6. As a principal of Guastella Associates, Inc. and as a former PSC
employee, I have had extensive experience in utility valuation and rate-setting, including
rate consulting services for water and/or sewer utilities located in Alaska, Arkansas,
California, Connecticut, Delaware, Florida, Georgia, Idaho, Illinois, Indiana, Maine,
Maryland, Massachusetts, Michigan, Missouri, Montana, Nevada, New Jersey, New
Mexico, New York, North Dakota, Ohio, Pennsylvania, South Carolina, Texas, Rhode
Island, and Virginia.

7. In 1974, while still employed by the PSC and serving as Co-Chairman of

the Staff Subcommittee of the NARUC Water Committee, I developed the case study

material and helped establish the Water Rate Seminar on behalf of the NARUC. I have
served as an instructor at that seminar each year since 1974, which has been held in
Florida for the last 31 years. In 1980, at the request of the then NARUC Water

Committee Chairman, I assisted in establishing a similar seminar to be held in the




western side of the country, and [ have served as an instructor at that seminar each year

for the last 24 years.

REAGANS MILL’S 2003 RATE INCREASE APPLICATION

A. Preparation of the Rate Application

7. In 2003, Guastella Associates, Inc. was retained by Reagans Mill to
perform a rate analysis and prepare a rate application to be submitted to the PSC.

8. As aresult, I reviewed relevant portions of the Company’s books and
records for the period 2000 to 2002, as well as appropriate financial and other operating
data.

9. I prepared schedules summarizing my rate analysis, which are similar, but
likely more comprehensive, in content and scope to those typically submitted to the PSC
for small water utilities seeking rate increases. These “Schedules in Support of the Rate
Filing, along with a revised tariff schedule and work papers, were submitted to the PSC
on behalf of Reagans Mill. A copy of these schedules and revised tariff, together with the
transmittal letter signed by myself, and Mr. Gary C. White of my firm, who assisted me
in the preparation of the filing, are annexed hereto as Exhibit “2”. These materials
constitute Reagans Mill’s rate increase application.

10.  The rate analysis contains a detailed summary of the Company’s cost of
providing water service, and the resultant rates necessary to cover that cost.

11.  The rate-setting principles and methodologies employed in the rate
analysis are accepted throughout the utility industry as a proper means of calculating rate

relief and reflect a fair and rational basis for establishing water rates.




12.  The rate-setting principles and methodologies utilized in the rate analysis
were consistent with those previously employed by Reagans Mill in seeking and
obtaining approval of its initial rates from PSC in 1988. In 1988, I personally prepared
Reagans Mill’s initial rate analysis, founded upon the appropriate rate setting principles
and methodologies that are applicable to newly formed utilities created by affiliated real
estate developers in order to serve their new real estate projects. A copy of that initial
rate analysis is annexed hereto as Exhibit “3”.

13.  Significantly, the PSC adjudicated the Company’s 1988 initial rate filing
and allowed, in full, the rates requested by the Company, effectively approving the

methodology and initial rate concept reflected in the calculation of the initial rates.

B. Rate Calculation

14.  In preparing Reagans Mills rate application to the PSC, I again used the
rate-setting methodologies that are consistent with those used in the initial rates that were
approved by the PSC in 1988. This methodology is designed to establish rates that
produce revenues sufficient to cover the cost of providing service — known as the revenue
requirement. The revenue requirement is comprised of two principle components: ()
operation costs; and (b) capital costs related to the investment in plant, including a return
on investment to enable the utility to maintain its financial integrity and attract capital.

15. Thus, the proposed rate increase was designed to (a) recover Reagans
Mill’s cost of operations (operation and maintenance expenses, depreciation and taxes);
and (b) provide a return (net operating income) on investment in plant and facilities used

and useful in providing service to the Company’s customers.




(1)  Cost of Operations

16.  Projected Reagans Mill’s cost of operations for a complete system as set

forth in its rate increase petition (Exh. B, Schedule C) follows:

Operation & Maintenance $ 71,275
Depreciation and Amortization 40,099
Taxes-other (i.e. Real Estate and 35,250

Revenue Taxes)
Income Taxes 91,134
Total Operating Expenses $237,758

(2)  Return on Investment

17.  Inaddition to operating expenses, rates must be established which also
provide a return on investment. In establishing a reasonable return, it is first necessary to
determine the rate base. It is the original cost of the investment made in utility plant in
service that is used and useful and necessary to serve the customers, less accumulated
depreciation, plus working capital and unamortized balances. The utility plant in service
amount is net o.f contributions in aid of construction that, in accordance with the 1988
initial rate analysis approved by the PSC, were imputed at 35% of the original cost of the
utility plant in service. The rate base for the complete system of the Company was
calculated to be $1,216,856. (Exh. B, Schedule B).

18.  Once the rate base is determined, the rate of return on the net investment
(i.e., on the rate base) must be determined. Because the Company’s source of funds is
only from equity investment, the rate of return used in the Company’s rate petition is
12.5%, representing a return on the Company’s equity capital. (Exh. B, Schedule D).

19.  The return (net operating income) is then calculated by taking the rate of
return (12.5%) and multiplying it by the rate base ($1,216,856), yielding the sum of

$152,107. (Exh. B, Schedule C).




3) The Revenue Requirement

20.  The total revenues required by the Company are, therefore, $389,865
(8237,758 for expenses (see paragraph 16) and $152,107 for net operating income (see

paragraph 19).

C. Rate Setting Methodology

21.  Incomputing rates for Reagans Mill’s rate application, I utilized, as has
always been the case with Reagans Mill, the policy applied by the PSC to growing utility
systems of determining revenues and costs for a fully developed or “complete system.”
The “complete system” analysis ensures that during the growth years of a developing
utility (such as Reagans Mill), the customers pay only their proportionate share of the
cost of the utility system. In this instance, the Company was expected to be fully
developed at year-end 2003. This method is consistent with the PSC’s initial rate policy

as set forth in its Statement of Policy on Rates For Water Service, issued September 21,

1978, a copy of which is annexed hereto as Exhibit “4”,

22.  The result of adopting the PSC policy of a “complete system” in
establishing its initial rates in 1988, and now, has been that Reagans Mill’s investors,
rather than its customers, have borne the costs (carrying costs) of supporting a utility
system that was not fully developed until 2003. The customers have paid only their
proportionate share of the cost of providing water service; the Reagans Mill’s investors
have borne the carrying costs of remainder of full cost of operating and funding the water

utility during its growth years.




23.  The “complete system” rate structure has been in place since the inception
of Reagans Mill. This arrangement was specifically expressed in the initial rate analysis
submitted to and approved by the PSC in 1998. The magnitude of the carrying costs
absorbed by the stockholders is in excess of $4,000,000, comprised of cumulative
operating deficits, unearned return and the related time value of money.

24.  Reagans Mill’s affiliated developers had the same individual stockholders
as Reagans Mill. The need for the affiliated developer to fund the construction cost of
the Company’s water system and subsidize its operations during the growth years is not
only typical but also inescapable for a newly formed utility. A new developer-related
utility has no revenues initially and insufficient revenues during the growth years
because, under the initial rates that are based on a complete system, the customers pay for
only their proportionate share of the total operating and capital costs of the system.

25.  Iprepared a schedule of water rates and charges, which includes a service
charge for the Company’s residential customers of $211.68 per quarter and a usage rate
of $4.95 per thousand gallons. The Company serves only one small industrial customer
that has a water meter that is the same size as the meters for the residential customers.
That customer would also pay a separate private fire service charge of $4,000 annually, in
addition to a share of the public fire service costs incorporated into the general metered
rates.

26.  Under the proposed rate structure, I projected that the 324 residential
customers would generate $382,106 of annual revenues and the small industrial customer
would generate $7,753 of annual revenues. This level of revenues is slightly less than the
revenue requirement because of rounding in the specific rates.

27.  The rate analysis and proposed rate increase as submitted to the PSC are

based on proper regulatory rate-setting methodologies and principles, and consistent with
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the initial rates approved by the PSC in 1988. It is important to note that the initial rate

analysis that was submitted to and approved in 1988 specifically advised the PSC that

“Each revenue requirement component has been calculated in current, uninflated dollars

so that today’s customers do not pay rates for service based on future price levels. It is

therefore anticipated that any increase in operating expenses and construction costs in the

future (due to inflation, operational expenses and construction changes, delays, variance

in system characteristics or other unanticipated changes) would require compensatory

rate revisions.” I have examined the Company’s costs of operations and found them to be
reasonable. All appropriate rate-setting principles pertaining to developer-related utilities
have been considered and appropriately utilized in preparing the rate increase application
to the PSC.

28.  Although the proposed overall revenue increase was 198.3 %, it spans 15
years and reflects the need to compensate for a significantly reduced level of anticipated
revenues because the annual consumption per customer is now about 67,200 gallons
compared with the initial estimate of 92,000 gallons, a 27% reduction.

29.  The major cost components have generally increased due to inflation or
for circumstances beyond the control of the Company. Operation and Maintenance
expenses have experienced an annual average increase of some 3.5%. Taxes (other than
income taxes), essentially property taxes that are of course entirely beyond the control of
the Company, have increased by an annual average of 7.2%.

30. The net plant investment (original cost less contributions and
depreciation) is now $1,158,744 or an increase over the initial estimate of $891,439 or
30% in total (an average annual increase of less than 2%), due to construction cost
changes and because significantly more rock excavation for water main installations was

necessary than originally anticipated, and due to additional customers. It is also noted
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that the net investment reflects the imputation of contributions in the amount of $656,801
as compared to the initial level of $488,309, a 35% increase.

31.  The return requirement and related income taxes are more than originally
estimated because of the higher net plant investment and a capital structure consisting of
all equity investment (due to the inability of the company to obtain debt financing on the
strength of its own financial condition).

PSC STAFF’S PRELIMINARY ANALYSIS

32. By facsimile dated December 18, 2003 Staff submitted its preliminary
analysis to the Company, annexed hereto as Exhibit “5”. Upon review of Staff’s
preliminary analysis, the Company and I strongly objected to certain of Staff’s
adjustments, particularly the rate base adjustment. In a telephone conversation with Staff
I express those concerns and was informed that Staff would not likely revise its position.
I requested a hearing on behalf of Reagans Mill. After consulting with its attorneys, Staff
denied my request for a hearing.

33.  Inaddition to the rate setting issues, Reagans Mill was also faced with a
Staff imposed procedure that would deny any opportunity for the Company to present
expert testimony and to cross-examine and rebut any testimony that would be presented
by Staff. It was not only impossible for the Company to anticipate the adjustments that
Staff would propose, Staff’s preliminary report also contains only minimal conclusory
comments but no substantive discussion of any rate setting principles or utility economics

in support of its adjustments to which the Company takes exception.

RATE BASE ADJUSTMENT

34.  Staff’s preliminary report shows a rate base adjustment in the amount of

$462,226 stating, “the majority of the adjustment relates to non-arms length transactions
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and the Commission’s policy on initial rates.” Staff provides no explanation as to why a
non-arms length transaction, per se, or the Commission’s initial rate policy would warrant

any rate base adjustment.

Initial Rate Policy

35.  Itisimportant to recognize at the outset that the Commission’s initial rate
policy does not require affiliated real estate developers to contribute any portion of the
cost of a water system to its newly created water utility. If the initial rates of a newly
formed water utility were calculated to cover all operating expenses and a return on the
entire cost of the water system, then the rate base would not reflect any deduction for
contributions, either per books or imputed. Only if the initial rates were calculated to be
significantly less than fully compensatory would the imputation of a level of
contributions be considered - - and only to the extent that the initial rates had an apparent
impact on the prices paid or to be paid by the customers for the related real estate.

36.  In 1988, I prepared Reagans Mill’s initial rates. The calculation of rate
base and annual depreciation reflected an imputation of contributions equal to 35% of the
original cost of the water system as originally contemplated for a complete system. My
initia] rate report was submitted in support of Reagans Mill’s initial rate filing. The
Commission approved those initial rates as filed. My initial rate report stated,

“ Each revenue requirement component has been calculated in current, uninflated dollars
so that today’s customers do not pay rates based on future price levels. It is therefore
anticipated that any increases in operating expenses and construction costs in the future
(due to inflation, operational and construction changes, delays variances in system
characteristics or other unanticipated changes) will require compensatory rate revisions.

The possible occurrence of such future events, however, does not alter the compensatory
nature of the revenue requirement and resultant rates established in this analysis.”

10
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37.  Thus, in accordance with the initial rate policy, the initial rates were
established on a compensatory basis using an imputation of contributions at 35% of the
original cost of the water system.

38.  In the current rate filing the rate base reflects an additional imputation of
contributions equal to 35% of the additional cost of plant over and above the original
imputation of contributions. The rates as now filed by the Company maintain the
' imputation of contributions at 35% of the cost of plant. This rate base (and depreciation)

treatment is entirely consistent with the Commission’s initial rate policy, as well as the

initial rate analysis and rates as originally filed and approved by the Commission.
39.  Accordingly, Staff’s adjustment that eliminates a major portion of the
actual original cost of the utility system is not supported by the initial rate policy, nor any

other economic or rate setting principle.

Non-Arms Length Transaction

40.  While Staff refers to “non-arms length transactions” without explanation,
it must be assumed that Staff believes that under an arms length scenario, an additional
$462,000 would have been contributed. Staff’s assumption cannot be supported by any
rate setting or economic principle. If a third party developer had applied for an extension
of mains to serve its development, the Company could not have simply required a
contribution at 100% of the cost of the extension. The Company would have had to ask
for an advance subject to refund on the basis of the Commission’s governing rules, Part
501, Extension of Mains, a copy of which is annexed hereto as Exhibit “5”. The refund

would have been made for the portion of the total length of the main extension that was
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in excess of 75 feet for each connection and 20 feet per hydrant, or subject to a refund
based upon an economic test.

41.  Under the “75 foot” test, the Company would have had to refund - - or
essentially pay for - - the cost of 75 feet of main for each customer added to the extension
and the cost of 20 feet for each hydrant. Under this scenario, there would have been little
if any contributions, because 75 feet times the number of connections plus 20 feet per
hydrant equals some 25,435 feet of main in relation to some 30,055 total feet of main in
the system, or about 85 %.

42. Under an “economic test,” the Company would have had to refund - - or
pay for - - an amount approximately equivalent to the investment it had made as reflected
in the initial rate calculation - - or some 65% of the original cost (contributions of 35% of
the original cost were imputed). Accordingly, under the economic test, the contributions
would not have exceeded 35% of the original cost.

43, Thus, the “non-arms length transaction” reason given by Staff also
provides no justification for Staff’s adjustment. In any event, an arms length scenario is
not appropriate to use in evaluating this issue. Unaffiliated developers did not and would
not automatically bear the carrying costs incurred to create this utility and would not
automatically protect the customers from bearing any of the risk or cost of creating the
utility, as did the Company’s affiliated developers.

44.  The Company’s proposed rate base reflecting contributions equal to 35%
of the original cost is consistent with its approved initial rates and the initial rate concept.
There is no rate setting or economic principle that would support the imputation of
additional contributions or the disallowance of the investment as set forth in the

Company’s filing.
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RATE OF RETURN ADJUSTMENT

45.  Staff’s preliminary report reflects an allowance of a pretax rate of return of
9.8%. While there is no discussion in Staff’s preliminary report as to why it reduced the
proposed rate of return from 12.5% on equity, [ was informed by Staff in a telephone
discussion that the 9.8% is the level Staff is currently using. On the basis of my

experience with other water rate filings before the Commission, I am aware that Staff

currently uses a pretax rate of return on the basis of proxy group of electric utilities, and
that the pretax rate of return includes a combination of debt and equity capital.

46.  Reagans Mill has no debt; it cannot attract debt on the strength of its own
financial condition. All of its funding has come from stockholder advances and direct
equity infusions, typical of virtually all new small water utilities. Its sensitivity to
earnings erosion is dramatically greater than for any of the proxy companies Staff
typically uses in its rate of return calculations, as well as for any large water utility in
New York or anywhere.

47.  Thave prepared a comparison, set forth in Exhibit “7” annexed hereto,
showing for four of the largest investor-owned water utilities in New York and Reagans
Mill, the impact of a hypothetical $50,000 shortfall in earnings for each utility. Data for
the year 2000 were used because of availability. The four large water utilities would
hardly notice the difference; their equity returns would be reduced from an assumed 10%
t0 9.8% or 9.9%. On the other hand, the impact on Reagans Mill’s equity return would
be dramatic, from 10% to 6.5%, a 35% reduction.

48.  Staff’s proposed rate of return for this small water utility is simply not
consistent with the Supreme Court’s guidepost decision that the return on investment
must be sufficient for the utility to maintain financial viability and attract capital, and in

line with investments in other enterprises having comparable risks, Federal Power
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Commission v. Hope Natural Gas Co., 320, US 591, (1944). By this standard, and given

the same rate of return as resulting from Staff’s proxy group analysis, would any prudent
investor invest in Reagans Mill instead of the electric utilities in the proxy group or the
large water utilities in New York? The answer, of course, is no.

49.  Staff’s proposed pretax rate of return assumes a level of income taxes
based on a proxy capital structure consisting of both debt and equity. Because Reagans
Mill has no debt, and cannot attract any on its own, it will pay income taxes on its entire
earnings. Thus, under Staff’s proposed rates, the actual equity return for Reagans Mill
would be less than the level indicated in Staff’s proxy group analysis, because Reagans
Mill’s actual tax liability would be more than the relative tax liability assumed in the
pretax rate of return.

50. Reagans Mill’s proposed tariff revision was issued on June 11, 2003 with
an effective date of July 11, 2003. It is based on a complete system test year ended
December 31, 2003. The statutory suspension period has created a regulatory lag of
some 11 months from the filed dated. Staff’s proposed revenue increase is $63,897 and
its total allowed return is $73,708. Accordingly, the delay in obtaining rate relief due to
regulatory lag, under Staff’s preliminary figures, would cost Reagans Mill nearly its
entire return allowance. None of the proxy group electric utilities or the large water
utilities in New York faces such extreme financial risks as the loss of a year’s return on
investment simply due to regulatory lag.

51.  Staff’s rate of return proposal does not reflect the realities of the risks and
financial condition of such small utilities as Reagans Mill. The need for higher rates of
return for small water utilities has been recognized in numerous Commission decisions
over the years. Staff’s rate of return allowance should be rejected. The 12.5% post tax

rate of return proposed by the Company is reasonable and conservative.
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AMORTIZATION ADJUSTMENT

52.  The Company’s filing includes $37,472 of rate case expenses that were
proposed to be amortized over 4 years, and $8,000 of the $16,000 cost of a system
valuation study that were proposed to be amortized over 5 years. Staff’s amortization
adjustment reduces the Company’s rates case expenses from $37,472 to $10,000, and
entirgly eliminates the portion of the valuation cost that was included for recovery
through the rates.

53.  To support its adjustment, Staff’s preliminary report makes a one word

. conclusory comment about the rate case expenses, that they are “exorbitant.” The
Company has not filed for a rate increase in 15 years, and the customers have never paid
anything for rate case expense. Like all small water utilities, Reagans Mill does not have
a full time staff, and certainly no one qualified to prepare a rate filing. All of the time
and work performed to analyze the Company’s books, establish a base year and proforma
complete system analysis consistent with the initial rate concept, prepare summary
schedules of each revenue requirement component, rate of return and rate design, was
absolutely necessary. Significant time and expense was also needed to respond to Staff’s
data requests, and to attend the customer meeting conducted by Staff and answer
customer questions about the rate filing and rate setting process. In order to mitigate the
impact on rates, the rate case expenses were amortized over a 4-year instead of a more
typical 2-year period.

54.  Staff’s out-of hand reduction of the rate case expense is not supported with
any analysis at all, let alone a fair analysis. Moreover, the rate base and rate of return
adjustments made by Staff required rebuttal by qualified experts, especially when the
Staff’s conclusory reasons for those adjustments are not consistent with applicable rate

setting principles. The work performed by my firm was essential for the preparation of
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Reagan Mill’s rate filing. It was essential for the Company to establish the cost of
providing safe and adequate service to its customers and to maintain financial viability
and earn a reasonable return on its investment. Staff’s allowance of $10,000 is not
adequate for those purposes.

55.  Staff gives no reason for the elimination of the cost of the valuation study.
The Company’s proposed 50/50 sharing of the cost between the stockholders and
customers, and amortization over a 5-year period is reasonable. Reagans Mill has
provided safe and adequate service to its customers and has managed the operations as
cost effectively as reasonable possible for a small part-time operation. It is, of course, a
small company with relatively few customers over which to spread the costs of service.

The Commission’s 1994 Statement of Policy on the Acquisition Incentive Mechanisms

for Small Water Companies in Case 93-W-0962, a copy of which is annexed hereto as

Exhibit “8”, encourages acquisitions of small water companies. It is also general
knowledge that the Commission Staff at least looks into possible acquisition
opportunities at times of rate filings. It was therefore anticipated that the significant rate
increase would prompt consideration of an acquisition by a municipal type entity, in
particular the Dutchess County Water Authority. To be prepared for that possibility, the
Company had a valuation study performed in order to establish Reagans Mill’s market
value. Both the stockholders and customers would benefit by such an acquisition; the
stockholders if they could obtain a fair price, and the customers because they would
realize the benefit of lower water rates due to low cost financing, economies of scale and

the tax-exempt posture of Dutchess County Water Authority.
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RATE DESIGN ADJUSTMENT

56.  Staff proposes to increase the charges to the one commercial customer in
order to reflect additional costs of providing fire protection service to that customer in
relation to total cost of providing fire protection service. Staff’s allocation of fire
protection costs is based on a total fire demand of 2,750 gallons per minute (“gpm”™) for
two coincidental fire demands: 2,000 gpm for the commercial customer and 750 gpm
demand for the residential customers. Accordingly, for the most part, Staff allocated the
total fire service costs at 73% to the one commercial customer and 27% to all 324
residential customers combined, the ratios of each respective fire demand to the total fire
demand. There are two theoretical errors in this calculation. Reagans Mill’s system is
too small to assume coincidental fire demands. The total fire demand should be 2,000
gpm, not 2,750 gpm. Also, the 750 gpm is a potential fire demand for each residential
unit and, therefore, should not be treated as a combined fire demand. In other words, the
system is capable of meeting a fire demand at any one of the residential units, not just
one. Allocating fire service costs to the one commercial customer in relation to only one
potential residential fire demand results in an excessive allocation to the commercial
customer. Once the total fire service costs are determined, the typical allocation to public
fire service (residential in this case) and private fire service (the one commercial
customer) is on the basis of the relative number of equivalent public hydrants and private
connections. In this case, there is one private fire service connection and 53 public
hydrants; the commercial customer should be assigned only 2%of the fire service costs
(1 divided by 54), not 27%.

PHASE IN PROPOSAL

57.  Staff’s preliminary report proposes a 3-year phase in of its proposed

$63,897 revenue increase. According to Staff’s preliminary determination, the
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Company’s cost of providing service is $63,987 higher than would be generated under
the existing rates. If that full cost is not allowed on a current basis, Reagans Mill and its
stockholders would be subsidizing the cost of providing water service to its customers.
Staff’s phase in recommendation would result in the loss of about a year’s worth of return
on investment, as determined by Staff, which in my opinion would clearly constitute a
confiscation of property.

CONCLUSION

58.  Reagans Mill has not been provided with a copy of Staff’s final report.

Staff’s preliminary recommendations with respect to the issues identified and for the

reasons set forth above, are unreasonable, unsupported and contrary to acceptable and

applicable rate setting principles.

JOHN F. GUASTELLA
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PROFESSIONAL QUALIFICATIONS AND EXPERIENCE
of

JOHN F. GUASTELLA
B.S., Mechanical Engineering, Stevens Institute of Technology, 1962
Registered Professional Engineer in: Florida, New York and New Jersey

Member:
American Water Works Association
National Association of Water Companies
American Society of Appraisers

Committees:
AWWA, Water Rates Committee (Manual M-1, 1983 Edition)
National Association of Regulatory Utility Commissioners (NARUC) and
NAWC, Joint-Committee on Rate Design
NAWC, Rates and Revenues Committee
NAWC, Small Water Company Committee

Currently, Mr. Guastella is President of Guastella Associates, Inc., which provides
management, valuation and rate consulting services for municipal and investor-owned
utilities.  His clients include utilities in the states of Alaska, Arkansas, California,
Connecticut, Delaware, Florida, Georgia, Idaho, Illinois, Indiana, Maine, Maryland,
Massachusetts, Missouri, Michigan, Montana, Nevada, New Hampshire, New Jersey, New
Mexico, New York, North Dakota, Ohio, Pennsylvania, South Carolina, Texas, Rhode Island
and Virginia. He has provided consulting services that include all aspects of utility
regulation and rate setting, encompassing revenue requirements, revenues, operation and
maintenance expenses, depreciation, taxes, return on investment, cost allocation and rate
design. He has performed depreciation studies for the establishment of average service lives
of utility property. He has performed appraisals of utility companies for management
purposes and in connection with condemnation proceedings. He has also negotiated the sale
of utility companies.

Mr. Guastella also served for more than four years as President of Country Knolls Water
Works, Inc., a water utility that served some 5,500 customers in Saratoga County, New York.
He also served as a member of the Board of Directors of the National Association of Water
Companies.

Mr. Guastella has qualified and testified as an expert witness before regulatory agencies and
municipal jurisdictions in the states of Alaska, California, Connecticut, Delaware, Florida,
[llinois, Indiana, Maryland, Massachusetts, Missouri, Montana, Nevada, New Mexico, New




Jersey, New York, North Dakota, Ohio, Pennsylvania, Rhode Island, South Carolina, Texas
and Virginia.

Prior to establishing his own firm, Mr. Guastella was employed by the New York State
Public Service Commission for sixteen years. For two years he was involved in the
regulation of electric and gas utilities, with the remaining years devoted to the regulation of
water utilities. In 1970, he was promoted to Chief of Rates and Finance in the Commission's
Water Division. In 1972, he was made Assistant Director of the Water Division. In 1974, he
was appointed by Alfred E. Kahn, then Chairman of the Commission, to be Director of the
Water Division, a position he held until he resigned from the Commission in August 1978.

At the Commission, his duties included the performance and supervision of engineering and
economic studies concerning rates and service of many public utilities. As Director of the
Water Division, he was responsible for the regulation of more than 450 water companies in
New York State and headed a professional staff of 32 engineers and three technicians. A
primary duty was to attend Commission sessions and advise the Commission during its
decision making process. In the course of that process, an average of about fifty applications
per year would be reviewed and analyzed. The applications included testimony, exhibits and
briefs involving all aspects of utility valuation and rate setting. He also made legislative
proposals and participated in drafting Bills that were enacted into law: one expanded the
N.Y. Public Service Commission’s jurisdiction over small water companies and another dealt
specifically with rate regulation and financing of developer-related water systems.

In addition to his employment and client experience, Mr. Guastella served as Vice-Chairman
of the Staff-Committee on Water of the National Association of Regulatory Utility
Commissioners (NARUC). This activity included the preparation of the "Model Record-
Keeping Manual for Small Water Companies,” which was published by the NARUC. This
manual provides detailed instruction on the kinds of operation and accounting records that
should be kept by small water utilities, and on how to use those records.

Each year since 1974 he has prepared study material, assisted in program coordination and
served as an instructor at the Eastern Annual Seminar on Water Rate Regulation sponsored
by the NARUC in conjunction with the University of South Florida, Florida Atlantic
University, the University of Utah, Florida State University and the University of Florida.
This course is recognized as one of the best available for teaching rate-setting principles and
methodology. It is attended by regulatory staff, utility personnel and accounting,
engineering, legal and consulting firms throughout the country. In 1980 he was instrumental
in the establishment of the Western NARUC Rate Seminar and has annually served as an
instructor since that time. He has also served as an instructor and panelist in a water and
sewer utility rates and regulations seminar conducted by the Independent Water and Sewer
Companies of Texas. In 1998, he prepared and conducted a seminar on basic rate regulation
on behalf of the New England Chapter of the National Association of Water Companies.




In 2000 and 2001, Mr. Guastella developed and conducted a special seminar for developer
related water and sewer utilities in conjunction with Florida State University, and again in
2003 in conjunction with the University of Florida. It provided essential training for the
financial structuring of small water and sewer utilities, rate setting, financing and the
establishment of their market value in the event of a negotiated sale or condemnation.

Mr. Guastella has presented papers at meetings of the National Association of Regulatory
Utility Commissioners, the American Water Works Association, the National Association of
Water Companies, the New England Conference of Public Utilities Commissioners, the
Florida, New England, New Jersey and New York Chapters of NAWC, the Mid-America
Regulatory Conference, the Southeastern Association of Regulatory Utility Commissioners,
the Pennsylvania Environmental Conference, and the Public Utility Law Section of the New
Jersey Bar Association.
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' GUASTELLA ASSOCIATES, we

Utility Management - Valuation - Rate Consultants " 3 SLEEPY HOLLOW DRIVE
' CLIFTON PARK, N.Y. 12065

TEL : (518) 373-1232
FAX :(518) 373-1626

06/04/2003

Ms. Janet Hand Deixler, Secretary

State of New York, Public Service Commission
Three Empire State Plaza

Albany, New York 12223-1350

Re: Reagans Mill Water Co., Inc.

Dear Ms. Hand Deixler:

On behalf of Reagans Mill Water Company, Inc. ("Company"), we are submitting for filing five copies of the
following tariff leaves to become effective on July 11, 2003, as revisions to P.S.C. No. 1-Water:

Second Revised Leaf No. 8, supersedi'ng the Original Leaf No. 8
Second Revisgd_ Leaf No. 9, superseding the Original Leaf No. 9

The proposed revisions would increase rates to all customers. The revisions to Leaf No. 8 would increase
the existing service charge for a 5/8 x 3/4" meter customer from $45.00 to $211.68 per quarter and increase the
usage rate from $3.10 to $4.95 per thousand gallons. The revisions to Leaf No. 8 would increase the quarterly
public fire service charge from $90.00 to $125.00 per hydrant and private fire service for an 8 inch service from
$180.00 to $250.00 per quarter. We have also included a monthly interest charge for unpaid water billings and
a $25.00 charge for dishonored checks. .

On the basis of the 2003 operations, using a year-end rate base, the proposed rates would produce
$259,173 of additional revenues over existing rates, or a 198% increase. The basis for the projected 2003
operations is the 2002 actual historical data adjusted for known and measurable changes. The Company is ,
therefore, asking that the 2003 data be accepted as representative of the Company's cost of providing service.

The Company has not revised its rates since the initial rates were established in 1988. The purpose
of this increase is to meet the increased operating expenses and provide a reasonable return on the existing
investment in utility plant. The operating expenses have increased from $76,620 (used for developing initial
rates) to $237,758. These are the primary factors driving the need for the proposed rate increase. The
Company is requestmg an.opportunity to eamn an overall rate of retum of 12.5%.

Publication of a notice of the proposed revisions will appear once a week for four consecutive weeks
in a newspaper having géneral circulation in the Company's service area. Please advise if anything further is
required atthis time.

Respectfully Submitted,

GUASTELLA AZSOCIA TES, Inc.

hn Guastella

ry C. ite

cc:  Reagans Mill Water Company, Inc.

MASSACHUSETTS OFFICE : 100 BOYLSTON STREET, SUITE 800, BOSTON, MASS. 02116 TEL: (617) 423-3030




REAGANS MILL WATER CO., INC. P.S.C. No. 1 - Water
' Original Leaf No. 8
First Revised Leaf No. 8
Superseding Original Leaf No. 8

SERVICE CLASSIFICATION NO. 1

Applicable to U'se of Service for:

Residential, small commercial, and general use.

Character of Service:
Continuous

Usage Rate:
Per 1,000 gallons ' ' $4.95

Quarterly Service Charge ( No Water Allowance):
5/8-3/4" meter $211.68
3/4" meter 234.98
1" meter 296.37
1 1/2" meter : 376.33
2" meter : 611.50
3" meter 2,351.78
4" meter - 2,963.52
6" meter 4,468.58

Terms of Paym: ent:

Service charge bills shall be rendered QUARTERLY in ADVANCE with Usage

bills rendered QUARTERLY: in ARREARS. All billings are due and payable when
rendered. Bills not paid within 30 days of rendition are deliquent and service may
be discontinued after proper notice as required by law, and bills will be subject to

an additional charge of 1 1/2% per month levied on the unpaid balance of the water
bill. : :

Bills paid with a negotiable instrument which is subsequently dishonored will be
subject to a $25 charge.

Term:
Terminable by the customer upon 10 days' written notice to the Company.

Date of Issue: 11-Jun-2003 Effective Date: | 11-Jul-2003

Issued by: : Thomas F. Flood, Ilf (President)




' REAGANS MILL WATER co.‘c. ‘ PS.C.No.  1-Water

Original Leaf No. 9
First Revised Leaf No. 9
Superseding_Original Leaf No. 9

SERVICE CLASSIFICATION NO. 1

Applicable to Use of Service for;

Residential, small commercial, and general use.

Character of Service:

Continuous
Rate:
Quarterly charge per hydrant _ : $125.0(_)
Private Fire Service Connection:
Quarterly

Connection Size Charge
6" Service & Smaller $125.00
8" Service 250.00
10" Service . 375.00

Terms of Payment:

Bills shall be rendered QUARTERLY in ARREARS and are due and payable when
rendered. Bills not paid within 30 days of rendition are deliquent and service may
be discontinued after proper notice as required by law, and bills will be subject to
an additional charge of 1 1/2% per month levied on the unpaid balance of the water
bill. ' :

Bills paid with a negotiable instrument which is subsequently dishonored will be
subject to a $25 charge.

erm: ,
Terminqble by the customer upon 10 days' written notice to the Company.

Date of Issue: 11-Jun-2003 ' Effective Date:  11-Jul-2003

Issued by: Thomas F. Flood, |ll (President)




REAGANS MILL WATER CO., INC.

Schedules in Support
of the
Rate Filing

Historical Test Period 12/31/02
Projected through 12/31/03

GUASTELLA ASSOCIATES, INC.

JUNE 2003




Schedule Title
A-1

Comparative Balance Sheet .
Comparative Income Statement A-2

Rate Base, Net Operating Income and Rate of Return B
Utility Plant in Service - Rate Year B-1
Accumulated Depreciation - Rate Year B-2
Note to Rate Base Adjustments (Adjustments to test year) B-3
Note to Rate Base Adjustments (Adjustments to rate year) B-4
Constructed Statement of Operations C
Summary Schedule of Operation and Maintenance Expense C-1
' C-2

Depreciation Expense , _
Notes to Constructed Statement of Operations Adjustments (O & M) C-3
Notes to Constructed Statement of Operations Adjustments (Deprec. & Amort.) C4
Notes to Constructed Statement of Operations Adjustments (Revenue, Taxes & Interest) - C-5

" Cost Of Capital Computation D
Billing Analysis - Present Rates and Revenues E-1
Proforma Billing Analysis - At Present Rates Structure E-2
Proforma Billing Analysis - At Proposed Rates Structure E-3

E-4

Comparison of Present and Proposed Bills

Schedule




ASSETS
Cash
Accounts Receivable
Prepaid Property Taxes
Fixed Assets :
Accumulated Depreciation
Accumulated Amortization

Total Assets

LIABILITIES AND EQUITY
Accounts Payable
Customer Deposits
Accrued Expenses
Advances from Stockholders

Common Stock-
Retained Earnings
Total Liabilities & Equity

Schedule A-1
REAGANS MILL WATER CO., INC.
COMPARATIVE BALANCE SHEET
.12/31/99 12/31/00 12/31/01 12/31/02
$10,340 $63,223 $19,502 $18,999
25,933 27,836 30,298 32,318
7,298 7,619 - 10,795 11,457
1,565,839 1,569,020 1,672,902 1,580,156
(196,787) (219,269) (243,539) (268,675)
0 (5,411) (9,740) . (14,069)
$1,412,623 $1,443,018 $1,380,218 $1,360,186
$3,450 $911 $2,630 $1,577
0 200 400 500
0 2,600 11,900 4,405
1,976,159 1,976,159 1,891,159 1,891,159
488,309 488,309 488,309 488,309
{(1,055,295) (1,025,160) (1,014,180) (1,025,763)
$1,412,623 $1,443,018 $1,380,218 - $1,360,186




REAGANS MILL WATER CO., INC.

COMPARATIVE INCOME STATEMENTS

Year Ended 12/31

Schedule A-2

2000 2001 2002
Operating Income $112,655 $124,358 $131,622
0 & M Expenses 30,798 59,613 83,390
Depreciation 23,564 24,270 25,136
Amortization 4,329 4,329 4,329
Taxes Other than Income Tax 20,465 24,034 30,466
income Tax . _ 4475 3,061 0
Operating Expenses 83,631 115,307 143,321
* Net Operating Income 28,924 9,051 (11,699)
Interest Income ' 1,211 1,928 116
Net Income $30,134 $10,980 ($11,583)




Schedule B
REAGANS MILL WATER CO., INC.
RATE BASE

BALANCE  (Sch. B-3) BALANCE (Sch. B-4) BALANCE
PERBOOK PERBOOK ADJUSTED PROFORMA ADJUSTED

RATE BASE 12/31/2002 ADJ'S TEST YEAR ADJ'S 12/31/2003

Utility Plant in Service $1,549,856 ($175.392) $1,374,464 $80,550 $1,455,014
Less: Accumulated Depreciation ' (268,675) - (37,243) (305,918) 9,648 (296,270)
Net Plant 1,281,181 (212,635) 1,068.546 90,198 1,158,744
Plus: Working Capital (1/5 0 & M) 3,889 3,889 171 4,060
Plus: Unamortized Tank Painting Costs 18,395 ' 18,395 (4,329) 14,066
Plus: Unamortized Balances 0 K . 0 39,986 39,986
Total Rate Base $1,303,465 ($212,635) . $1,090,830 ‘$126,026 $1,216,856




. ‘ Schedule B-1
REAGANS MILL WATER CO., INC.
UTILITY PLANT IN SERVICE
RATE YEAR ENDING DECEMBER 31, 2003
BALANCE (Sch. B-3) (Sch. B-3) (Sch. B-4)

PER BOOK COST CIAC ADJUSTED PROFORMA  YEAREND

WATER PLANT 12/31/2002 ADJ. ADJ. TEST YEAR ADJUSTMTS 12/31/2003

Land 127,000 0 (44,450) 82,550 0 82,550

Intangibles 28,500 0 (9,975) 18,525 0 18,525

Wells 41,932 15,200 (18,550) 38,582 80,550 119,132

Structures 174,210 86,440 (47,007) 213,643 0 213,643

Pumping Equipment 83,850 0 (29,348) 54,503 0 54,503

Treatment Equipment 7,800 .0 (2,730) 5,070 0 5,070

Reservoirs and Standpipes 209,850 75,150 (99,750) 185,250 0 185,250

Mains 575,000 330,184 (316,814) 588,370 0 588,370

Services 124,000 (52,900) - (24,885) 46,215 0 46,215

Meters and Installation 70,300 (0) (16,275) 54,025 0 54,025

Hydrants 84,000 27,335 (38,967) 72,368 0 72,368
General Plant:

Furniture & Fixtures . 5413 0 (1,750) 3,663 0 3,663

Transportation Equipment 15,000 0 (5,250) 9,750 0 9,750

General Plant Equipment. 3,000 0 (1,050) 1,950 0 1,950

Total $1,549,856 $481,409 ($656,801) __ $1,374,464 $80,550 $1,455,014




. Schedute B-2

REA!!NS MILL WATER CO., INC.
ACCUMULATED DEPRECIATION
RATE YEAR ENDING DECEMBER 31, 2003

BALANCE  (Sch.B-3) (Sch. B-3) (Sch. B-4) (Sch. B-4)

PER BOOK MISC. ADJUSTED Y.E. 12/31/03 Y.E. 12/31/03 YEAR END
WATER PLANT 12/31/2002 ADJ. TEST YEAR ACCRUAL  RETIREMENT 12/31/2003
Land ' 0 0 0
Intangibles 0 0 0
Wells 12,540 1,971 (34,450) (19,939)
Structures 47,742 5,341 53,083
Pumping Equipment ) 26,343 1,817 28,160
Treatment Equipment 4,410 304 4,714
Reservoirs and Standpipes 53,723 3,705 57,428
Mains . 85,314 5,884 91,198
Services 13,402 924 14,326
Meters and Installation : 156,956 1,622 17,578
Hydrants 16,144 1,113 17,257
General Plant:
Furniture & Fixtures 4,898 366 5,264
Tools and Equipment 22,620 1,560 24,180
Communication Equipment 2,828 195 3,023

Total $268,675 $37,243 $305,918 $24,802 {$34,450) $296,270




Schedule B-3
REAGANS MILL WATER CO., INC.
RATE YEAR ENDING DECEMBER 31, 2003
NOTES TO RATE BASE ADJUSTMENTS
D TEST YEAR BASE
A. Adjust Plant in Service to true-up the. original cost plant for asset costs not initially booked to utility
plant. 481,409
B. Adjust Plant in Service to reflect the Contributed Plant (CIAC) balances established in the initial
rate filing at 35% of 1988 plant investments. (656,801)
ADJUSTMENTS TO TEST YEAR UTILITY PLANT IN SERVICE (175,392)

C. Adjust Accumulated Depreciation to reflect PSC regulatory lives applied to net plant (Plant in Service

less CIAC).

Y.E. Plant Deprec Accumulated
Balance Rate Accrual Depreciation
Land 82,550 0.00% 0 0
Intangibles 18,525 0.00% - 0 ' 0
Wells . 38,582 2.50% 965 12,540
Structures 213,643 2.50% 5,341 47,742
Pumping Equipment 54,503 © 3.33% 1,817 26,343
Treatment Equipment 5,070 6.00% 304 4,410
Reservoirs and Standpipes 185,250 2.00% 3,705 53,723
Mains 588,370 1.00% 5,884 85,314
Services 46,215 2.00% 924 13,402
Meters and Installation 54,025 3.00% 1,622 15,956
Hydrants : 72,368 1.54% 1,113 16,144

General Plant: : 0 ’
Fumniture & Fixtures 3,663 10.00% 366 4,898
Tools and Equipment 9,750 16.00% 1,560 22,620
Communication Equipment 1,950 10.00% 195 2,828
1,374,464 23,797 305,918
Accumulated Depreciation per Books 268,675

ADJUSTMENTS TO YEAR END 12/31/02 ACCUMULATED DEPRECIATION

37,243




. ‘ Schedule B-4

Page 1 of 2
REAGANS MILL WATER CO., INC.
RATE YEAR ENDING DECEMBER 31, 2003
NOTES TO RATE BASE ADJUSTMENTS

DJUST REND 12/3
D. Adjust balance of 20d3 UPIS to include two (2) new wells and retire two (2) wells.
' Cost
Well A 60,000
Well B 55,000
Retire 2 Existing Wells (origianl cost, net of CIAC) (34.450)
ADJUSTMENTS TO YEAR END 12/31/03 UTILITY PLANT IN SERVICE 80,550

E1. Adjust Accumulated Depreciation for average balance of 2003 UPIS, including added plant

E2. Adjust accumulated depreciation for the retirement of two wells.

ADJUSTMENTS TO YEAR END 12/31/03 ACCUMULATED DEPRECIATION

Avg Plant Deprec Deprec
Balance Rate Expense
Land 82,550 0.00% . 0
Intangibles 18,525 0.00% 0
Wells o 78,857 2.50% 1,971
Structures 213,643 2.50% 5,341
Pumping Equipment 54,503 3.33% 1,817
Treatment-Equipment 5,070 6.00% 304
Reservoirs and Standpipes 185,250 2.00% 3,705
Mains 588,370 1.00% 5,884
Services 46,215 2.00% 924
Meters and Installation 54,025 3.00% 1,622
Hydrants ' 72,368 1.54% 1,113
General Plant:
Furniture & Fixtures 3,663 10.00% 366
Tools and Equipment 9,750 16.00% 1,560
Communication Equipment 1,950 10.00% 195
1,414,739 24,802

(9,648)

e et Sy




. . Schedule B-4

Page 2 of 2

REAGANS MILL WATER CO.,INC.
RATE YEAR ENDING DECEMBER 31, 2003
NOTES TO RATE BASE ADJUSTMENTS

AD ) YEAR END 12/31/03 R

F. Adjustment to Working' Capital related to O & M expenses for the 12 months ending 12/31/03.

Pro Forma O & M Expenses 71,275.44 .
Less: 2002 O & M Expenses 68,277.44
2,998.00
Usage Revenue Percent 28.48%
-Working Capital Percent 20.00%
: 170.77
ADJUSTMENT TO WORKING CAPITAL ALLOWANCE $171
G. Average unamortized balance of 10/99 Tank Painting Costs.
Tank Painting $30,300 Oct-99
Amort Period (yrs & amt) 7 $4,329
: ’ 2002 2003
Years in Service 3.25 4.25
Year-End Amortized Amount 14,069 18,398
Year-End Unamortized Balance 16,231 11,902
Average Unamortized Balance 18,395 14,066
ADJUSTMENT TO TANK PAINTING AMORTIZATION ($4,329)
) Rate Year
H. Average unamortized balance of PSC Rate Case Expenses Cost Years Avg Balance
(over 4 years) for 12/31/03 base year. $37,470 4
Average unamortized bal. of System Valuation Costs (50% x $16,000) $8,000 5

AVERAGE UNAMORTIZED BALANCE $39,986




. . Schedule C

REAGANS MILL WATER CO., INC.
CONSTRUCTED STATEMENT OF OPERATIONS

TEST YEAR ADJUSTMENTS RATE YEAR CONSTRUCTED STATEMENT
ENDING ENDING
12/31/02 REFERENCE RROFORMA 12/31/03 ADJUSTMENTS TOTALS
Operating Revenues $131,622 Sch C-3 ($930) - $130,692 $259,173 $389,865
Operating Expenses: . .

Operation & Maintenance . 68,277 SchC-3 2,998 71,275 0 . 71,275

Amortization 4329  SchC4 10,968 15,297 0 15,297

Depreciation - 25,136 SchC4 (334) 24,802 0 24,802

Taxes Other Than Income Taxes 31,266 SchC-5 ) 1,407 32,673 2,577 35,250

Provision For Income Taxes 800 Sch C-5 (1,203) (2,003) 93,137 91,134

128,209 - 13,836 142,044 95,714 237,758
Net Operating Income 2 $3,413 ($14,765) _ ($11,352) $163,459 $152,107
_ Other Income (Expense): .

Interest 116 Sch C-5 (116) 0 - 0 0
Net Income $3,529 ($14,881) ($11,352) $163,459 $152,107
Rate Base $1,090,830 $1,216,856 . $1,216,856
Rate of Return ) 0.31% : -0.93% 12.50%

Overall Revenue Requirement Increase 198.3%




Schedule C-1
REAGANS MILL WATER CO., INC.
OPERATION AND MAINTENANCE EXPENSES
i THFC ANNUAL
DESCRIPTION ,wf% AMOUNT  ADJUSTMTS  INFLATION EXPENSE
Chemicals L0 $591 $2 12 $605
Purchased Power A 11,818 36 0 11,854
Fuel Expense 707D 151 0 3 154
Other Maint & Repalr 5,966 0 119 6,085
System Operator Expense ZeRo 17,814 0 0 17,814
Monitoring Expense 593 0 12 605 .
Rent 3,000 0 0 3,000
Officers Salaries 2 12,000 - 0 0 12,000
Directors Fees 7752 < 'Zlooo 0 0 3,000
Salaries & Wages 8,000 0 0 8,000
Office Expense 2/ e - 53 0 1 - 54
Outside Services-Legal ' 0 0 0 0
Outside Services-Engr & Other (a) 707" 1,951 0 0 1,951
Outside Services-Acctg 1,800 0 0 1,800
‘Insurance TR 618 185 0 803
Regulatory Assessment 212 0 0 212
Telephone 539 0 11 - 550
Bad Debt Expense 0 2,614 0 2,614
Misc Expense 171 0 3 174
Total $68,277 $2,837 $161 $71,275

Note (a): Removed $15,112 of system valuation costs expensed in 2002.




Schedule C-2
REAGANS MILL WATER CO., INC.
DEPRECIATION EXPENSE
ANNUAL ORIGINAL ANNUAL

RATE COST ACCRUAL (a)

Land 0.00% $82,550 $0

Intangibles 0.00% 18,525 0

Wells 2.50% 78,857 1,971

Structures 2.50% 213,643 5,341
Pumping Equipment 3.33% 54,503 1,817 -

Treatment Equipment 6.00% 5,070 304

Reservoirs and Standpipes 2.00% 185,250 3,705

Mains : - 1.00% 588,370 5,884

Services - 2.00% 46,215 924

Meters and Installation 3.00% 54,025 - 1,622

Hydrants - - 1.54% 72,368 1,113

General Plant:

Furniture & Fixtures - 10.00% 3,663 366

Tools and Equipment 16.00% 9,750 1,560

Communication Equipment 10.00% 1,850 195

| -0 0

Total $1,414,739 $24,802

Note: (a) Accrual is based on original cost of plant in service, times depreciation rate.




! REAGANS MILL WATER CO., INC.
NOTES TO CONSTRUCTED STATEMENT OF OPERATIONS ADJUSTMENTS

RAT! REVENUES

A. Adjustments to per book revenue

Billiing @
Per Book Pro Forma
Metered Sales $131,621.82 : $130,692.00
Service Charges ‘ 0.00 0.00
Misc. Operating Income 0.00 0.00
Total Revenue $131,621.82 $130,692.00
B. Adjustment to increase Operating Revenues to the total level
required to provide a fair return on rate base.
OPERATION & MAINTENANCE EXPENSE

C. Known changes to pe'r book 2002 O & M Expenses:

1) Adjustment to increase chemical costs for demand increases.

Water Production (2002) - 24,646.842
% Demand Increase 100.301%
‘Water Production (2003) 24,721.113
Increase (1,000 gals.) 74.27T1
Test Year cost per 1,000 gals. '$0.0240
' $1.78
2) Adjustment to increase purchased power for demand increases.
Water Production (2002) 24,646.842
% Demand Increase ' 100.301%
Water Production (2003) 24,721,113
Increase (1,000 gals.) 74.271
Test Year cost per 1,000 gals. $0.4795
$35.61
3) Adjustment to insurance which is projected to increase by 30% (based on 2002 increase).
Insurance Costs (2002) $618
Projected Costs 803
’ ! : $185

4) Adjustment to reflect for uncollectible accounts at 2% of billed revenue.

TOTAL O & M ADJUSTMENT TO PER BOOK EXPENSES

Schedule C-3
Page 1 of 2

PROFORMA

($930)

$269,173

36

185

2,614

$2,837




REAGANS MILL WATER CO., INC.

NOTES TO CONSTRUCTED STATEMENT OF OPERATIONS ADJUSTMENTS

0 E
D. Adjustment to reflect changes in O & M Expense computed as follows:

1) General O & M Expense Inflation Adjustment:
O & M Expense - As Adjusted Test Year

Less amounts not subject: a) Rent Expense
b) Mgmt, Wages, Operations & Outside Service

c) Uncollectible Accounts
d) Regulatory Assessment
e) Electric Costs

f) Insurance

Amount Subject to Inflation Adjustment
Inflation Adjustment iFactor

Operation Expense Inflation Adjustment

TOTAL O & M ADJUSTMENT FOR INFLATION

TOTAL OF ADJUSTMENTS TO OPERATION & MAINTENANCE EXPENSE

$71,114.44

3,000.00
44,565.00
2,614.00
212.00

11,854.00
803.00

8,066.44

2.00%

161.33

Schedule C-3
Page 2 of 2

PROFORMA

$161

$2,998




‘ . Schedule C-4
Page 1 of 1

REAGANS MILL WATER CO., INC.
NOTES TO CONSTRUCTED STATEMENT OF OPERATIONS ADJUSTMENTS

PROFORMA
AMORTIZATION
E. Adjustment to amortize Rate Case Expense over 4 years. 9,368
Adjustment to amortize 50% of System Valuation Costs over 5 years. 1,600
TOTAL AMORTIZATION ADJUSTMENTS $10,968
DEPRECIATION
F. Adjustment to annual depreciation' for year-end 12/31/02 UPIS.
' Depreciation Accrual (Sch. C-3) , $23,797
Per Book Depreciation Expense (25,136)
(1,339)
G. Adjustment to annual depreciation for year-end 12/31/03 UPIS.
Depreciation Accrual (Sch. C-2) $24,802
As Adjusted 2002 Depreciation Expense (23,797)
1,005
($334)

TOTAL DEPRECIATION ADJUSTMENTS




' ‘ Schedule C-5
Page 1 of 2
REAGANS MILL WATER CO., INC.
NOTES TO CONSTRUCTED STATEMENT OF OPERATIONS ADJUSTMENTS

PROFORMA
E IN
H. Adjustment to property taxes for the plant additions.
; Per Books Per Tax Bills
Property Tax Expense = . 29,760 29,867
Utility Plant - Prior Year _ 2,024,011 2,031,264
Property Tax Rate 1.47% 1.47%
Adjustment to Property Taxes ' 107
|. Adjust per book Revenue Tax to reflect a rate of 0.995%
Revenue  Tax Amount
Pro Forma ’ $131,622 1,308.98
Revenue Tax per Books - 0.00
1,308.98 1,309
J. Revenue Tax related to revenue adjustments on Schedule C-3 page 1.
($929.82) 0.995% » , 9)
TOTAL ADJUSTMENT TO TAXES OTHER ‘ ‘ $1,407

PROVISION FOR INCOME TAXES
K. Adjustment to Provision for Income Taxes:

Adjusted Net Income ($11,352)

Provision for Income Taxes . (2,003)
Total Taxable Income (13,355)
Taxes @ 15.00% ) (2,003)
Total Income Taxes (2,003)
Previous Total ; (800)

PROFORMA INCOME TAX ADJUSTMENT | ($1,203)




‘ . Schedule C-5
Page 2 of 2
: REAGANS MILL WATER CO., INC. i
NOTES TO CONSTRUCTED STATEMENT OF OPERATIONS ADJUSTMENTS

PROFORMA
INTEREST EXPENSE
L. Adjustment to increase expense, based on the Capital Structure as reflected on Schedule D.
| Total Long-Term Debt ‘ ' $0
Cost of Debt _ 9.00%
Proforma Interest Expense 0.00
Interest Expense Per Books (116.00)
Interest Expense Adjustment $116.00 $116
TAXES OTHER THAN INCOME TAXES
M. Adjustment to increase gross receipts tax due to additional Operating Revenue requirement. ' $2,577
PROVISION FOR INCOME TAX

N. Adjustment to Provision for income Taxes:

Rate Base ' $1,216,856
Rate of Return _ 12.50% .
~ Net Operating Income Requirement _ " 152,106.99
Interest Expense . 0.00
Adjusted Net Income 152,106.99
Provision for Income Taxes 91,134.11
Total Taxable Income $243,241.10
State Income Tax 8.78% T 21,344.41
Federal Taxable income ’ $221,896.69
Taxable income x Income Taxes @ -  15.00% First 50000 7,500.00
25.00% 50-75K 6,250.00
34.00% 75-100K 8,500.00
¢ 39.00% 100-335 K 47,539.71
Total Income Taxes 69,789.71
Previous Total : (2,003.00)

INCOME TAX ADJUSTMENT $93,137




® Schedule D
REAGANS MILL WATER CO., INC.
COST OF CAPITAL COMPUTATION
RATE YEAR ENDING DECEMBER 31, 2003
WEIGHTED
| ~ COST OF
CLASS OF CAPITAL AMOUNT RATIO COST CAPITAL
Long Term Debt ‘ : $0 0.00% 9.00% 0.00%
Common Equity 1,216,856 100.00% 12.50% 12.50%
Total Capital _ $1,216,856 _ 100.00% 12.50%




I REAGANS MILL WATER CO., INC. .

BILLING ANALYSIS

NUMBER CONSUMED BASE
OF BILLS GALLONS

RATE

BASE
CHARGE USAGE CHARGE GENERATED

Schedule E-1

USAGE

WATER ‘ TestYear  (000) (PER QTR) REVENUE RATE/1000 REVENUE REVENUE

RESIDENTIAL: ‘

5/8-3/4" meter 1292 217043  $45.00  $58,140 $310 $67.283  $125,423

1" meter 0 00  63.00 0 3.10 0 0

TOTAL RESIDENTIAL 1202 217043 $58,140 $67.283  $125.423

GENERAL SERVICE: :

5/8-3/4" meter , 4 587.0  $45.00 $180 $3.10  $1,820 $2,000
1" 0 00  63.00 0 3.10 0 0
11/2° : 0 0.0 80.00 0 3.10 0 0

TOTAL GENERAL SERVICE 4 587.0 180 $1,820 $2.000

FIRE PROTECTION CHARGE: '

8" Service } . 16 0 $180.00  $2,880 $0 $2.880

METERED SALES REVENUE 1312 222013 $130,303
MISC OPERATING REVENUE 0

TOTAL WATER OPERATIONS $130,303

Note : Per Book Revenue
Immaterial Difference

$131,622
1,319
1.00%




WATER

RESIDENTIAL:
5/8-3/4" meter
1" meter

TOTAL RESIDENTIAL
GENERAL SERVICE:
5/8-3/4" meter

1ll
11/2"

TOTAL GENERAL SERVICE ..
FIRE PROTECTION CHARGE:
8" Service .
BILLED REVENUE
MISC OPERATING REVENUE

TOTAL WATER OPERATIONS

I REAGANS MILL WATER CO., INC. .
PRO FORMA BILLING ANALYSIS
AT PRESENT RATES

NUMBER CONSUMED BASE
OF BILLS GALLONS

RATE

BASE USAGE
CHARGE USAGE CHARGE

Schedule E-2

GENERATED

Test Year (000) (PER QTR) REVENUE RATE/1000 REVENUE REVENUE
1,296 21,7715 $45.00  $58,320 $3.10  $67,492 $125,812
0 0.0 63.00 0 3.10 0 0
1,296 21,771.5 $58,320 $67,492 $125,812
4 587.0 $45.00 $180 $3.10 $1,820 $2,000
0 0.0 63.00 0 3.10 0 .0
0 0.0 80.00 0 3.10 0 0
4 587.0_ 180 $1,820 $2,000
16 0 $180.00 $2,880 - $0 $2,880
1,316 22 358.5 $61,380 $69,312 $130,692
0
- $130,692




WATER

RESIDENTIAL:
5/8-3/4" meter
3/4" meter

1" meter

1 1/2" meter

2" meter

3" meter

4" meter

6" meter

TOTAL RESIDENTIAL

GENERAL SERVICE:
5/8-3/4" meter .

3/4" meter

1" meter

1 1/2" meter

2" meter

3" meter

4" meter

6" meter

TOTAL GENERAL SERVICE
FIRE PROTECTION CHARGE:
6" Service.

8" Service
10" Service

BILLED REVENUE
MISC OPERATING REVENUE

TOTAL WATER OPERATIONS

. REAGANS MILL WATER CO., INC. .
PRO FORMA BILLING ANALYSIS
AT PROPOSED RATES

NUMBER CONSUMED BASE BASE USAGE
OF BILLS GALLONS

RATE CHARGE USAGE CHARGE

Schedule E-3

GENERATED

Test Year (000) (PER QTR) REVENUE RATE/1000 REVENUE REVENUE
1,296 21,7715 $211.68 $274,337 $4.95 $107,769 $382,106
0 0.0 234.98 0 4.95 0
0 0.0 296.37 0 4.95 0
0 0.0 376.33 0 4.95 0
0 0.0 611.50 0 4.95 0
0 0.0 2,351.78 0 4.95 0
0 0.0 296352 0 4.95 0
0 0.0 4,468.58 0 4.95 0
1,296 21,771.5 $274 337 $107,769 $382,106
4 587.0 $211.68 $847 $4.95 = $2,906 $3,753
0. 0.0 234.98 0 4.95 0 0
0 0.0 296.37 0 4.95 0 0
0 0.0 376.33 0 -4.95 0 0
0 0.0 611.50 0 4.95 0 0
0 0.0 2,351.78 0 4.95 0 0
0 0.0 2,963.52 0 4.95 0 0
0 0.0 4,468.58 0 4.95 0 0
4 587.0 $847 $2,906 $3,753
0 0 $125.00 $0 $0 $0
16 0 250.00 ‘4,000 0 . 4,000
0 0 375.00 0 0 0
16 0 $4,000 ' $0 $4,000
1,316 22,358.5 $279,184 $110,675 $389,859
0

$389,859

OCOO0OOOCO




RESIDENTIAL CUSTOMERS

COMPARISON OF PRESENT AND PROPOSED BILLS

Use
(000 gal.)

9
12
15
16
18
21
24
27
30
33
36
40
45
50
55
60

PRESENT
BILL

$72.90
$82.20
$91.50
$94.60
$100.80
$110.10
$119.40
$128.70

$138.00

$147.30
$156.60
$169.00
$184.50
$200.00
$215.50
$231.00

REAGANS MILL WATER CO., INC.

. Schedule E-4
PROPOSED
SERV.CH USAGE  TOTAL INCREASE
$211.68  $44.55 $256.23 251.48%
21168  $59.40  271.08 229.78%
211.68  $74.25 28593 212.49%
211.68  $79.20  290.88 207.48% -
21168 - $89.10  300.78 198.39%
21168 $103.95 31563 186.68%
21168 $118.80 33048 176.78%
211.68 $13365 34533 168.32%
211.68 $14850  360.18 161.00%
211.68 $163.35  375.03 154.60%
211.68 $178.20  389.88 148.97%
211.68 $198.00  409.68 142.41%
211.68 $222.75 43443 135.46%
211.68 $247.50  459.18  129.59%
211.68 $272.25 48393 124.56%
211.68 $297.00  508.68 120.21%




WORK PAPERS
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Work Paper
REAGANS MILL WATER CO., INC.
REVENUE REQUIREMENT
Description Amount

Operation & Maintenance Expense _ $71,275
Depreciation Expense 24,802
Amortizations 15,297
Taxes, Other than Income Tax ' 35,250
Income Taxes 91,134
Return on Investment 152,107

$389,865




REAGANS MILL WATER CO., INC. ' Work Paper
Revised Y.E 2002 Original Plant Costs by Year of Installation )

Year Per Book Cost Total Accum CIAC Net Depr In Service
Instailed Description Cost .Correction Cost Life Deprec CIAC Amort. Expense Years
1988 Land 127,000 0 127,000 (44,450)
1988  Franchise & Consent 12,500 0 12,500 (4,375)
1988  Organization Costs 16,000 0 16,000 (5,600)
1988 Wells 37,800 53,000 53,000 40 (19,213) (18,550) 6,724 861
) - 2002  Wells 4,132 0 4,132 40 (52) 103
1988  Pumping Structures T 47,865 134,304 134,304 - 40 (48,685) (47,007) . 17,040 . 2,182
1996  Pumping Structures 62,820 62,820 62,820 40 (10,208) 1,571
1998 Pump House 13,191 13,191 13,191 40 (1.484) 330
1999  Pump House Improvements 50,335 50,335 50,335 40 (4,404) ' 1,258
1988  Pumping Equipment 83,850 83,850 83,850 30 (40,528) (29,348) 14,185 1,817
1988  Purification Equipment 7,800 7.800 7,800 16.67 (6,785) (2,730) 2,375 304
1988 300 gal. Distribution Reserv 209,850 285,000 285,000 ’ 50 (82,650) (99,750) 28,928 3,705
1999  Improvemtis-Tower Painting 0 . 0 0 Amort.
1988  Distribution Mains 575,000 905,184 905,184 100 (131,252) (316,814) 45,938 5,884
1988  Service Laterals 124,000 71,100 71,100 50 (20,619) (24,885) 7,217 924
1988 293 - 5/8" x 3/4" Meters 46,500 0 46,500 33.3 (20,248) (16,275) 7,087 908
1996 Woodwinds Meter 8,665 0 8,665 33.3 (1,691) 260
1997  Woodwinds Meter 1,638 0 1,638 33.3 (271) 49
1998  Meters : 726 0 726 333 (98) 22
1998 Woodwinds Meter : 70 0 70 333 (10) 2
1999  Woodwinds Meter 2517 0 2,517 333 (265) 76
2000 Woodwinds Meter 3,181 0 3,181 33.3 (239) : 96
2001  Woodwinds Meter 3,882 0 3,882 333 (175) 117
2002 Woodwinds Meter 3,121 0 3,121 33.3 47) 94
1988  Hydrants 84,000 111,335 111,335 65 (24,836) (38,967) 8,693 1,113 g
1988  Office Furniture 5,000 0 5,000 10 (7,250) (1,750) 2,538 325 14.5
1998  Office Furniture . 413 0 413 10 (186) 41 45
1988  Transportation Equipment 15,000 0 15,000 6.25 (34,800) (5,250) 12,180 1,560 14.5
1988  Other General Equipment 3,000 0 3,000 10 (4,350) (1,050) 1,523 195 145
TOTAL UTILITY PLANT 1,549,856 1,777,919 2,031,264 (460,343) (656,801) 154,425 23,797
Net Plant @ 12/31/02;
Plant in Service 2,031,264
Accum Depreciation (460,343)
Contrib. in Aid of Construction (656,801)
CIAC Amortization 154,425

1,068,546




REAGANS MILL WATER CO., INC. Work Paper
Revised Y.E 2002 Accumulated Depreciation
Year Total Net Accum
_Installed Description Cost CIAC UPIS Life Deprec
1988 Land _ 127,000 (44,450) 82,550
1988 Franchise & Consent 12,500 (4,375) 8,125
1988  Organization Costs 16,000 (5,600) 10,400
1988 Wells 53,000 (18,550) 34,450 40 (12,488)
2002 Wells _ 4,132 0 4,132 40 (52)
1988  Pumping Structures 134,304 (47,007) 87,298 40 (31,645)
1996  Pumping Structures 62,820 0 62,820 40 (10,208)
1998 Pump House 13,191 0 13,191 40 (1,484)
1999 Pump House Improvements 50,335 0 50,335 40 (4,404)
1988 Pumping Equipment 83,850 (29,348) 54,503 - 30 (26,343)
1988  Purification Equipment 7,800 (2,730) 5,070 16.67 (4,410)
1988 300 gal. Distribution Reserv 285,000 (99,750} 185,250 50 (63,723)
1999 Improvemts-Tower Painting 0 0 0 50 0
1988  Distribution Mains - 905,184 (316,814) 588,370 100 (85,314)
1988  Service Laterals 71,100 (24,885) 46,215 50 (13,402)
1988 293 - 5/8" x 3/4" Meters 46,500 (16,275) 30,225 33.3 (13,161)
1996 Woodwinds Meter 8,665 0 8,665 33.3 (1,691)
1997  Woodwinds Meter 1,638 0 1,638 33.3 (271)
1998 Meters 726 0 726 33.3 (98)
1998 Woodwinds Meter 70 0 70 33.3 (10)
1999  Woodwinds Meter 2,517 0 2,517 33.3 (265)
2000 Woodwinds Meter 3,181 0 3,181 33.3 (239)
2001  Woodwinds Meter 3,882 0 3,882 33.3 (175)
2002 Woodwinds Meter 3,121 0 3,121 33.3 47)
1988 Hydrants 111,335 (38,967) 72,368 65 (16,144)
1988  Office Furniture 5,000 (1,750) 3,250 10 (4,713)
1998  Office Furniture 413 0 413 10 (186)
1988  Transportation Equipment 15,000 (5,250) 9,750 6.25 (22,620)
1988  Other General Equipment 3,000 (1,050) 1,950 10 (2,828)
TOTAL UTILITY PLANT 2,031,264 (656,801) 1,374,464 (305,918)
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the revenue requirement--or total cost of servic
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The initial rates for water service have been predicated
on the basis that the Company will be a water utility capable

of providing safe and adequate service on the strength of its

own financial condition. The revenue requirement has been cal-

culated to: include an estimate of all operation and maintenance

expenses, depreciation, taxes and a.reasonable return on invest-

ment (excluding imputed contributions of capital in .an amount
equal to thirty-five percent of the construction cost of the
Consistent with establishing fully compensatory rates,

system) .
e--has been

based on a fully developed system. It has been recognized that

since the system will not be fully'developed in the first years

of growth, the revenues generated during the earlier years

will not be adequate to cover all operating costs. Accordlngly,

unrecovered operating expenses in the interim will be covered
by advances from affiliated companies.

This method of developing initial r&tes and structuring
a new water utility has the following advantages:

1. The risk of the investment in utility plant, which

is dependent on the success of the development, is borne by the

developers, not the utility or its customers, since the cus-

tomers acﬁually added will, in effect, pay through the rates

only a pro rata share of the costs.




2. since the developers will provide advances to cover
any operating cost§ in excess of revenues_during the growth
years, except for possible periodic rate increases due to in-
flation or ,unanticipated costs, the utility will have the
necessary cash flow. Disposition of advances in the future
(by forgivéness of a respective portion of debt) will enable -
'the utility to avoid dilution of its equity.

3. With fully compensatory initial rates, the potential

customers' decisions to pay the market value of the real

estate will not be tempered by the water rates.

4. The water utility will be better able to attract
capital for future plant replacements or additions and, there-

fore, to provide safe and adequate service on a long-range

basis.

REVENUE REQUIREMENT

Because projections are made for the complete system,
the cost of operations must be estimated in order to determine
the revenue requirement and resultant rates. ‘Schedule A sets
forth the computation of revénue requirement which is estimated

at $171,972. The revenue requirement components are identi-

———,

- —

fied as: Operation and Maintenance Expenses, Dépreciation,
Taxes-Other, Federal Income Taxes and Return, each of which is

developed later in this report.

e m——




Each revenue requirement component has been calculated
in current, uninflated déllars so that tcday's customers do
not pay rates for service based on future price levels. It is
therefore anticipated that'any increases in operating expensaes
and constrpction costs in the future (due to inflation,
operationai and construction changes, delays, variances in

system characteristics or other unanticipated changes) will

] —————
i

require compensatory rate revisions. The possible occurrencec

——/_, S ES n S i
of such future events, however, does not alter the compensa-

"tory nature of the revenue requirement and resultant rates
established in this analysis. Moreover, since contributed
capital has been imputed in the development of the initial

—— _

rates, no further adjustment will be necessary in the future--
because the investment in utility plant has been adjusted to
recognize any effect the water rates may otherwise have had

on real estate purchases.

RATE BASE

Schedule B, page 1, sets forth the cohputation of the
Company's rate base which amounts to $899,539. The original
cost of pfant in service in the amount of $906,856 is based
on the estimated cost of facilities for a fully developed
system. fhe'construction cost of plant, imputed contributions
and original cost, by primary plant account is set forth on

page 2 of Schedule B, along with the accumulated‘depreciation

amount.




RS " . . . i : . .

The accumulated depreciation recognizes that the total
water system will be completed prior to the time when the
development is at full occupancy. At that time, there will, of
course, be an accumulation of depreciation on all plant, and
it is reasénable to estimate an amount of $15,417 based on
depreciation accruals on all plant consistent with the growth
in customers over the years. This approach is abpropriate
because the recovery of the cost of plant through depreciation
is limitedlto the actual number of rate-paying customers, and
the depreciation accruals should follow a similar coursef
Moreover, the utiiity will not be left with large amounts of
unrecoverea depreciation on its books when the system is
fully developed, and therefore will not be in a position of
having to éecure outside financing for replacements or addi-
tions which could nbt be financed through unrealized inter-
nally gene%ated sources of capital.

Consistent with regulatory accounting procedures in New
York, imputed contributions in the amount of $488,309 are

netted against construction costs in order to establish the

"original" cost of $906,856.




RATE OF RETURN

The returh on rate base is predicatéd on an overall rate

of return of 10.6%, as set forth on Schedule E. For the pur-

pose of this analysié, the capital structure is estimated at
6032 debt and 40% equity, with cost rates of 9.0% for debt and

13.0% for equity. Because of the size of this Company, a de-

tailed "cost of money" analysis is impractical and unnecessary.

The current impact of a variance in the overall rate of return
necessary for the Company to attract capital in the future is
insignificant (even 1if measurable) with respect to the com-

pensatory nature of the initial rates.

RATE STRUCTURE

In addition to general metered rates, fire service charges

have been established. The general metered rates are designed

. on the basis of a "Service Charge" and “Usage Rate" rfor all

customers. Schedule F, page 1, contains an estimated billing

analysis which, under the initial rates, would produce $56,840

through service charges and $90,652 through the usage rate, as

‘well as $24,480 in fire service charges. These amounts are
calculated by applying rates (rounded) to billing units, and

are consistent with cost allocations as set forth on Schedule

F, pages 2, 3 and 4.




The fire service percentage allocations as shown on each
e of Schedule F are based on judgment, taking into account

pag
ter company potential fire demands

the fact that for a small wa

uce disproportionately large fire allocations.

vice, costs which would

could prod
With respect to general metered ser

not fluctuate with usage or demand are allocated to the service

charge category, and costs which do fluctuate with usage or
demand are  allocated to the usage rate category. In addition
to being cost justified, the service charge type of rate

structure has a number of advantages. Customers only pay for

the water fhey actually use. Not only would large use customers

save money by conserving water, low use customers would also

save money even if they conserve water below what would other-

wise be a minimum water allowance. This type of structure is

particularly peneficial for a small utilicy because it simpli-
fies billing as well as maintaining billing records and pre-

paring billing analyses. It is also easier for customers to

understand.

A copy of the filed tariff schedule is attached as

Appendix A.
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Reagans Mill Water Company
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Revenue Requirement

Description Amount
Operation & Maintenance Expense $40,50Q
Depreciation Expense 15,417
Taxes - Other 12,449
Federal Income Taxes 8,255
Return on Investment : 95,351

$171,972

Revenue Requirementc '

|
i . ) . ‘
: SCHEDULE A ‘
|




Reagans Mill Water Company

--"——-—-’-0--—--v-—-----v-—

Rate Base

IDescription | Amount
Utility Plant in Service $906, 856
Accumulated Depreciation 15,417
‘Net Plant | $891,438
Working Capital 8,100
“Race Bass se59,539
SCHEDULE B

Page 1 of 2




Description

- —— - —— — - =

Organization

Franchises & Consents

Land

Weiis

Pumping - Structures
- Equipment

Purificacién Equip.

Distr. Resérvoirs

Mains

Sérvices

Meters

Hydrants

Office Furn. é Equip.

Tfansportatioﬁ Equip.

Other General Equip.

Total

Reagans Mill Water Company

- - —— - " o P T

Utility Plant in Service
anad :
Accumulated Depreciation

//’f"
Estimated - o5
Construction Imputed Original Accumulated
Cost Contibutions Cost Depreciation
$16,000 $5,600 $10,400 $
12,500 4,375 8,125
127,000 44,450 82,550
37,800 13,230 24,570 614
47,865 16,753 31,112 778
é3,850 29,348 54,502 1,815
. 7,800 2,730 5,070 304
209,850 73,448 136,402 © 2,728+
575,000 201,250 373,750 3,738
124,000 43,400 80,600 1,612
46,500 16,275 30,225 907
84,000 29,400 54,600 841
5,000 1,750 3,250 325
15,000 5,250 9,750 1,560
3,000 1,050 1,950 195
$1,395,165 $488,309  $906,856 $15,417
=2
SCHEDULE B

Page 2 of 2
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Reagans Mill Water Company

- A - W W -

Operation and Maintenance Expense

Description ' Amount
Labor $9,000
Purchased Power 10,000
Chemicals 2,500
Repairs and'Supplies 1,700
Administrative Salaries & Exp. 9,700
Office Expense 2,100
Insurance 3,000
Transportation 1,000
Outside Services & Regulatory Exp. 1,000
Miscellaneous 500

Total $40,500

SCHEDULE C




Reagans Mill Water Company

- - - - = -

Annual Depreciation Expense

Description

Organizatfon

Franchises & Consents

Land

Wells

Pumping - Structures
- Equipmentc

Purification Equip.

Distr. Reservoirs

Mains

Services

Meters

Hydrants

Office Furn. & Equip.

Transportation Equip.

Other General Equip.

Total

Original
Cost

$10,400
8,125
32,550
24,570
31,112
54,502
5,070
136,402
373,750
80,600
30,225
54,600
3,250

9,750

- - =P s -

Annual
Depreciation
“Rate  Amount

$
2.50% 6l4
2.50% 778
3.33% 1,815
5.00% 304
2.00% 2,728
1.00¢% 3,738
2.00% 1,612
3.00% 507
1.54% 841
10.00% 325
16.00% 1,560
10.00% 195
$15,417

SCHEDULE D.




Debt

Equity

Capital Structure & Rate of Return

Capital

- —— - —— -

Total

Reagans Mill Water Company

- — A P - S W W e S S S

Amount Racio
$534,8063 60%
356,576 10

$891,439 100%

Cost Weighted

Race Cost
9.0% 5.40%
13.0% £.20%
10.60%

SCHEDULE E




Reagans Mill Water Company

- T ;P NP NP W W NP 0

Billing Analysis

Meter
Size

- o P e cam e -

GENERAL METERED SERVICE

Y WP W WP W WP W W P WP WP W P W W

5/8“
3/4n
1"
1-1/2"
2"

Service Charge:

Usage Rate: All

Total General Matered Revenue

FIRE PROTECTION SERVICE

- R P W WP S W WP P e PP WP W W W P P R

Hydrants

Private Fire Connections (2 - 8")

Total Revenues

- -

Annual
Billing Quarterly - Annual
Units Rate Revenue
-7
1,240 $45 $55, 800
0 50 0
0 63 0
0 80 0
8 130 1,040
$56, 840
29,214 3.10 90,652
$147,492
256 $90 23,040
8 180 1,440
$24,480
$171,972

SCHEDULE P
Page 1 of 4
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Reagans Mill Waker Company

D P s = = - - -

. Cost Allocation
Fire Service, Service Charge and Usage Rate

General Matersd Servic

. . - Fira. . Service

-t et > > -t -

e - -

Allocation Service Usage
Description Total Percent Amount Total Symbol Charge Rate
Operation & Maintenance:
Labor $9,000 5.00% $450 $9,550 A $4,500 $4,050 .
Power 10,000 1.00% 100 9,900 B 9,900
Chemicals 2,500 1.00% 25 2,475 B 2,475
Repairs and Supplies 1,700 1.00% 17 1,683 Cc 1,000 633
Admin. Salaries & Exp. 9,700 2.00% B 9,506 D 3,605 900
Offlice Expense 2,100 2,00% 12 2,058 E 2,053
Insurance 3,000 2.00% 60 2,910 ] 2,940
Transportation 1,000 2.003% 20 980 3 504 476
Outside Services 1,000 5.003% 50 950 F 489 461
Miscellaneous 500 2.00% 10 430 F 252 238
Total $40,500 $9568 $39,5132 $20,349 $19,183
Depreciation 15,417 Table 3 3,299 12,118 4,214 7.904
Taxes - other 12,449 G 1,818 10,631 3,929 6,702
Federal Income Tax 8,255 Table 2 1,516 6,739 2,055 4,684
Return : 95,1351 Table 2 17,516 77,835 23,733 54,102
Revenue Requirement $171,972 $25,117 $146, 855 $54,280 $92,575
===z =s=zn= SE===SS=2== =I=Z===== =E=SsS===== == s —' ______
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Explanation of Allocation Symbols
A - Labor for mater reading, billing and customer services is estimated at_$4,500.~ .
B - Direct to Usage Rate since these costs are usage or demand related, N
C - Repairs related to services and non-usage costs are estimated at 51,000,
D - These costs primarily relate ko accounting, billling and management which will not fluctuate
with usage; however, $900 is allocated to Usage Rate baszed on judgment,
E - Direct to Service Charge since thesa are "customer" coskts,
F - Weighted according to other Operation & M
G -

aintenance Expenses (about 51.43% and 48.63).
Welghted according all other allocations.




Rz2agans Mill Water Company

- = - A - m wn - e em . - . -

Allocation of Rate Base

Fire Service

General Metered Service

D e -t P - - - - — - ——— - - ——

et ~=evrrrrrecse e Allocation Service Usage
Description Plant Percent Amount Total Symbol Charge Rate
Organization 510,400 $ $10,400 A $10,400 $
Franchises & Consents 8,125 8,125 A 8,125
Land 82,550 82,550 A 82,550
Wells 23,956 1.00% 240 23,716 B 23,716 .
Pumping - Structures 30,334 2.00% 607 29,727 B 29,727
- Equipment 52,687 5.00% 2,634 50,053 B 50,053
Purification Equip. 4,766 4,766 B 4,766
Distr. Reservoirs 133,674 65.00% 86,888 46,786 B 46,786
Mains 370,012 5.00% 18,501 351,511 B 351,511
Services 78,938 78,988 A 78,988
Meters 29,318 29,318 A 29,318
Hydrants 53,759 100.00% 53,759 0
Office Furn. & Equip. 2,925 © 18.51% 541 2,384 A 2,384
Transportation Equip. 8,190 18,51% 1,516 6,674 A 6,674
Other General Equip. 1,755 18.51% 325 1,430 A 1,430
Met Plant $891,439 $165,011 $726,428 $219,869 $506,559
Working Capital 8,100 2.39% - 194 7,906 4,070 3,836
Rate Base $899,539 $165, 205 $734,334 $223,939 $510,395
Percentage Allocation 100.00% 18.37%, 24,89% 56.74%

Y = W P WP S D D W " > —— . P -

A ~ Direct to Service Charge since these costs will not fluctuate with usage or demand,
or are "customer" costs.

B -~ Direct to Usage Rate since these costs fluctuate with usage or demand.
C - Allocated according to Operation and Maintenance allocations.
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Reagans Mill Water Company

Allocation of Depreclation Expense

_ General Metered Service

Dapreciation ~---- et e ——— -——— Allocation Service
Dascription Expensa Percent Amount Total Symbol Charge
Wells $514 1.00% $6 $608 B $
Pumping - Structures 778 2,00% 16 762 B
- Equipment 1,815 5.00% 91 1,724 B
Purification Equip. 304 304 B
Distr, Rasarvoirs 2,728 65,00% 1,773 955 B
Mains. 3,738 5.00% 187 3,851 B
Services 1,612 1,612 A 1,612
Hatars 307 907 A 907
Hydrants 841 100.00% 841 0
Office Furn. & Equip. 325 18,.51% 60 265 A 265
Transportation Equip. 1,560 18.51% 289 1,271 A 1,271
Other General Equip. 195 18,51% 36 159 A 159
Total $15,417 $3,299 $12,118 $4,214
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STATE OF NEW YORK
) PUBLIC SERVICE COMMISSION

COMMISSIONERS:

Charles A. Zielinski, Chairman
Edward P. Larkin

Carmel Carrington Marx

Barold A. Jerry, Jr.

Anne F. Mead '

Raren S. Burstein

STATEMENT OF POLICY ON RATES
FOR WATER SERVICE

(Issued September 21, 1978)

When we authorize rates to be charged by a water

Company, or by a water supplier operating as a legal or

j functional adjunct to a land development company, one of the
factors we must evaluate is the company's investment in
planﬁ.éx For ratemaking Purposes in New York, the company's
planﬁ investment generally is understood to equal the total )
Plant investment, minus "customer contributions" to plant,
The policy we set forth here? concerns the manner in which
customer contributions should be recognized, in evaluating
the rate base for water ccmpanies that have been established
in the course of real estate development ventures. Such
qoﬁpanies pose special analytic problems.

R

i/"Plant investment,” for purposes of this Statement of Policy,
has the same meaning as for Purposes of rate base computations:
it denotes net investment, i.e,, original cost of plant minus

ey

depreciation. '

2/We have discussed this policy also. in Case 27178, Dennis Land
Development Co., Inc. (Order Adopting. . .Recommended Decision,
.) issued April 11, 1978, mimeo at Pp. 2-3); Case 26865, Sterling
. . Forest Water Corp., 16 NY PSC 464, 471, n. 5 and text accompanying
(1976); Case 26861, Wild Oaks Water Co., Inc., 16 NY PSC 44¢,
449-50 (1976); and Case 26861, Wild Qaks Water Co., Inc. (Ordex
—===xZR3 fater Co., Inc.

Denying)?etition for Rehearing, issued June 24, 1976, mimec at
Pp. 3-4).

N
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I
'*“)-) In examining rate proposals by water companies
| operated in a legal or functional relationship to land

development companies, we find frequently that a water plant
has been installed as & necessary part of a broader develop-
ment program involving the sale of lots to builders or
purchasers of houses. Typically, the company seeks our
apprOVai of a new rate only after the lapse of a period
during which it has been charging consumers some rate for
water service, or giving them Ostensibly "free" service,
without our approval.

' In many cases, the initial rate submitted for our
approval is two or three times the sum of the previous,
unregulated rate (if any) plus increments attributable to
changes, in expenses and in capital costs, that have occurred
since the water service was established. At the same time,
however, the proposed initial rate D3y seem reasonable when

\ ‘we evaluate all current expenses and capital ccsts (rather
) than considering only changes that have occurred among these
items since service began, which typically would justify
only an increase approximately parallel to the rate of
inflation). 1In such cases, obviously, the company originally
was providing service without charging a rate that sufficed
Lo cover the expenses and capital costs of the water systenm.

' This practice has two undesirable features. -
First, it is inconsistent with the consumer's reascnable
expectation (in the absence of a clear warning to the contrary)
that the rate charged for water service will not increase
subsyantlally faster than increases in the cost of providing
the service. When they begin receiving water service,
consumers are likely to realize that the rate may change in
proportion to inflation~related changes in the company's
operating expenses and changes in the company's capital

'5 costs, but pot that the rats may be doubled or trebled




because it was insufficient to cover expenses and capital
costs originally.

Second, if we approve a pfoposed regulated rate
merely because it reflects the cost of providing service
during the period when the new rate will be in effect, and
we do not also examine whether such approval will result in
4 rate increase greater than any increase in the cost of _
providing serxvice, we may effectively be annulling a customer
contribution that was reflected in the previous, unregulated
rate. This is because companies normally do not provide
water service on a noncompensatory basis; if the unregulated
rate failed to cover the operating expenses and the apparent
capital costs of the water system, we can infer that the
company was compensated for such costs and expenses by means
of the proceeds it realized from real estate sales instead
of through water rates. 1In such circumstances, the sale
price of the real estate reflects a customer contribution to
the water olant, which we might meroperly fail to recognize
if we authorized a rate increase greater than any increase
in the company's operating expenses and capital costs,

 As a matter of ecomomic logic, a developer normally
will not provide water service free of charge or at a low
rate unless the combined revenues, from realty sales and
water service, provide the maximum return on the combined
realty and water investments that the developer thinks the
local realty market will permit. Based on this judgment
about the market, the developer will set a first, unregulated
rate that may or may not be the sole source of return on the
investment in water plant; and will demand the maximum
obtainable price for the realty, whose marketability will of
course be affected by the availability and price of water
(as well as by numerous other variables). Therefore, if the
consumer enjoys ostensibly "free" water service or service
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at a rate that does not cover the operating expenses and
capital costs of the water system, what makes this bargain
possible is that the c¢onsumer has made a capital contribution
to the water system (either directly to the developer or
through(some intermediate vendee) in the guise of a payment
for realty. _ ' ,
| It is quite reasonable that parties apportion
revenues between water charges and realty prices im this
fashion as a result of marketing decisions by sellers who

are attempting to make their Property as attractive as
possible to buyers. These decisions create difficulty only
if the developer, having already obtained a customer contri-
bution of capital to the water system partiy ©x wholly by
means of real estate sale proceeds rather than water rates,
is then allowed to charge a regulated rate that fails to
recognize the customer contribution and therefore effectively
"recovers" the contribution a second time. Fairnmess to the
developer does not require such a double recovery, and
fairness to the ratepayer precludes it.

Iz
In recognition of the problems that ray result
from the disparity between an unregulated rate (or "free”

service) and the initial regulated rate subsequently authorized -

by the Commission, the Legislature effectively has abolished
the unregulated rate in future lang developments: Public
Service Law § 89~e(2) provides that 120 days before initiating
water service, the operator must submit a rate schedule for
our approval.;/ Thus, in water systems that begin operating

1/0. 1977, c. 370G, § 1; eff. July 6, 1977. We note that the

Federal government also has recognized the significance of
this problem, by requiring that the "statement of record,”
to be filed with the Department of Housing and Urban
Development by land developers in interstate commerce,
contain information about probable terms and conditions of
utility services at the development site,
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after the effective date of the statute, the first rate that
consumers experience will be a previously published, regulated
rate. Regardless of whether we must diminish the proposed
regulated rate in any particular case because there have
been customer contributions to the system, the problems of
violated expectations and double recovery will be eliminated
in systéms controlled by the statute because the initial
rate will be ascertainable in advance. Purchasers will be
able to devélop sound expectations and Pricing decisions,
secure in the knowledge that rate changes thereafter will be
limited to the extent of changes in operating expenses and
capital ‘costs.

But the statute does not solve the problem posed
by companies that began water operations before its effective
date but have not yet proposed initial regulated rates, and
companies now charging regulated rates that fail to reflect
customer contributions collected in the form of realty sale
proceeds. On several occasions, we have declared our
reluctance to disregard the possibility that scme return on
water plant investment was realized throﬁgh ra2alty prices
rather than through water rates;l/ but applicants have '
continued to present cases in a manner that fails to address
this concern. We therefore find it necessary to announce
the following policy on this subject, which will be applied
in evalﬁating all proposed water rates filed after
September 31, 1978.

We shall presume that a reéulated rate will afford
the company reasonable opportunity to earn a fair return on
its investment in water plant if the rate reflects all new
developments, in operating expenses, capital costs, and
value of plant, since the time when service began free of
charge or at an unregulated rate. The company will bear the

1/Cases cited at p. I, n. 2, above.
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burden 6f overcoming this presumption.é/ The reason for the
5%5 ) Presumption (in summary of what has been explained previously
at greater length) is that water service, from its inception,
will have been provided on terms that create a full opportunity
to earn a reasonable return on investment in plant either
through ‘water rates or through realty sales proceeds.
Obviously, however, a rate is not reasonable if it
implies that foreseeable cost -increases, during the period
for which the rate is expected to be in effect, will result
in an operating loss. We therefore shall recognize not only
current data, but also a reasonable, additional allowance:
for the dual purpose of (a) encouraging efficiency, by
assuring tﬁe operator that expenses will be reimbursed as

1/Although we have said that our policy will be applied to "all

Proposed water rates,” consideration of the principles involved
will show that the policy will have a practical effect only on
Wwater companies whose rates reflect S§ome concurrent or past

. ) - transactions in non-utility activity such ag realty development,

) The policy itself effectively sorts companies or operating

g entities according to whether non-utility tranmsactions have
affected the rates they charge for utility service; thus it
becomes unnecessary to prescribe special rules of analysis
according to criteria such as whether the water company is a
subsidiary of a land development company, or has appropriated
some . land development company assets in the process of becoming
an independent water company, Or always has made independent
decisions about rates despite its affiliation with a land
development company, or exemplifies any of the other myriad
possibilities that might emerge. All that is needed is an
inquiry whether water Iévenues, segregated from all other
types of revenue, cover the operating expenses and capital
costs of the water plant. (Where working capital is held for
more than one corporate purpose, a reasonable portion can be
attributed to the requirements of the diversified company's
water operation.) 1If a company is exclusively a water utility,
it always will attempt to have revenues equal utility-related
expenses and capital costs. If it is involved in some other
activity, it may pursue a different ocbjective. In either case,
the main issue is not the corporate structure, but whether
customer contributions are recognized consistently when service ,
begins and when a regulated rats ig authorized.

-
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they accrue and by assuring' lenders that repayment schedules
can be maintained; and (b) offsetting rYeasonably foreseeable
rate base attrition and earnings erosion, attributable to
various phenomena such as inflationary changes and increased
maintenance costs as plant deteriorates.

Depending on its persuasiveness, several types of
evidence might tend to refute the presumption that a rate is
adequate if it reflects changes since service began. Fox
example, a company might attempt to show that the property '
was sold with actual knowledge on the buyer's part that
water rates would lack the comparative stability one associates
with rates that change only in response to changes in operating
expenseS and capital costs (as contrasted with the instability
associated with drastic .rate base changes resulting from
disregard of customer contributions). If the buyer did not
expect comparative stability, the bargain between kuyer and
seller may not have included a customer contribution to the
water system.

We also would consider relevant an express warning
that water rates would accelerate substantially faster than
the cost of service, if the warning were included in the
contract of sale (or in a publicly filed subdivision plan if
the buyer had actual rather than constructive notice of the
Plan). Similarly, if a buyer experienced a low unrequlated
rate or serxvice free of charge, and the company can show
that 'it was unreasonable for the buyer to assume that water
would be provided on such terms indefinitely (as, for example,
if service were offered free of charge, but meters were
being installed, at the time of sale), we might deem the
buyer to have been warned constructively that rates would
increase faster than changes in operating expenses and
capital costs.
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In summary, the company will bear the burden of
showing that it based its realty sale price on the expectation
of realizing an adequate return on water plant investment
through the medium of water rates rather than through realty
sale proceeds. This may be demonstrated by showing that the
unregulated rate was designed to cover the operating expenses
and capital costs attributable to water service. If the
company can make such a demoastration persuvasively, we shall
conclude that no part of the realty sale proceeds represents

a custcmer contribution to water plant;l/

1/If the facts OFf a particular case preclude the use of com-
paratively reliable and convenient modes of proof such as we
have suggested, we may be willing to consider more questionable
indicia, such-as contractual recitals that some specified part
of the purchase price represents a centribution to water plant,
or such as eatries in the company's tax records.

‘ With regard to conmtractual terns, however, the very
problem that prompts this statement of pelicy is that when a
buyer' and seller agree upon a total price for realty supplied
with water, neither of them has any motive for ensuring that
there be an actual "meeting of the minds” as to what percentage
of the mutually accepted price represents a payment for water
service. Thus, although experience may prove otherwise, it °
seems to us that an express but casual contractual allocatien
of a certain amount for water plant is no more illuminating
than the allocation implied by the establishment of an
overall sales price in a contract that says nothing about water
plant.

As for tax records, it seems regrettable but perhaps
ipevitable that small water companies, lacking the resources
to prepare records based on generally accepted accounting
principles (and the Uniform System of Accounts) in addition to
records prepared for tax purposes, will continue to cffer cmnly
"the latter in rate proceedings despite our general view that
records used for ratemaking purposes should reflect the concepts
and items expressly relied on in setting rates. Since tax
records are prepared for wholly different purposes, we seriously
doubt (without foreclosing the attempt) that they could be.used
as conclusive evidence regarding the value of rate bdse adjusted
for customer contributions, They might have some value, however,
as supplementary proof of outlays and receipts.
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Finally, in the absence of enough comparatively
convenient and reliable evidence, a company might attempt
to show that its proposed rate is similar to, or dissimilar
from, rates charged by other, comparable water companies; or
to show that among comparable items of realty, traded under
comparable conditions, there are price differentials that
can be isolated and attributed specifically to the differing
terms on which water is provided to these various properties.

TOTAL P.17
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CASE 03-W-0952
REAGANS MILI. WATER COMPANY

CONFIDENTIAL ANALY®IS BY V. OREIFRJ AND J. AGANSKY

Company Staff Staff
Pro Forma Adq{.Pxro Pro Forma

Operating Revenves $389,865 (194,958) (a) $194,907*

Operating Revenues Deductions:
Operation & Maintemance

Chewicals s 80s $ 60Ss
Purchased Power 11,854 - ( 720) (b) 11,134
Fuel Expenses 154 154
Maintenance & Repairs 6,085 ( 2,161) (c) 3,924
Syatem Operator 17,814 17,814
Monitoring R»pences 60s " 608
Rent; 3,000 3,000
Officer Salary 12,000 12,000
Directors Fees . 3,000 3,000
Salary & Wages 8,000 8,000
Office Expensszs 54 54
Outside Sexvice Engineer 1,951 ( 1,951) (d) 0
Outegide Service Accountant 1,800 1,800
Insurance 603 803
Regulatory Assessments 212 304 (e) 516
Bad Debt Expenses 2,614 ( 1,584)(f) 1,030
Telephone 550 850
Migc. Expenses 174 174
Total O & M ) § 71,275 ( 6,112)  § 65,163
Depreciation $ 24,602 ( 7,602) (9) 17,200
Amortization 15,297 ( 8,468)(h) $§ 6,829
Operating taxes 35,350 ( 4,243) (1) 31,007
Income taxes $_ 91,134 (91,134) (J) & 0
Total Oper.Rev.Ded. $237,758 (117,559) $120,199
Net Oper.Income $152,107 {78,399) $ 73,708
Rate Basa $1,216,856 (462,226) (k) $754,708
Rate of Return 12.5% 9.,6%%"

& .Apmuxﬁ£96&mnPﬁvﬂeeranaxmnSenmu
** Pratax return
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REAGANS MILL WATER COMPANY

ON NTIAL ANALYSIS BY V, OREIFEJ AND J, AGANS

EXPLANATION OF STAFF ADJUSTMENTS

Adjusmment to operating revenues to reflect Staff’s projected
revenue requirement. This adjustment also takes into account
the proper service charge for the Modular Home Factory's
2-inch meter. (Rate incresse $63,897 or 48.8% to be
implemented over three years)

Adjustment to the purchased power bill to reflect the elimination
of sales tax. The company should seek an exemption.

Adjustment to maintenance and repalrs to refloct the use of a 3
year average. Staff's prior years' amount were updated for
inflation,

Adjustment to outside service engineer to reflect unsubstantiated
expenses.

Adjustment to P.S.C. assessment based upon Staffs pro forma
revenucs.

Adjustment to the cost of bad debt expenses. Lacking actual
historical data, Staff used .5% of revenues.

Adjustment to depreciation expense to reflect the use of Staff's
Water Plant in Service.

Adjustment to amortizations to reflect the elimination of
System Valuation costs and exorbitant rates case expenses.
(Rate Case allowance of $10,000) '

A_djustment to operating taxes, to reflect the 2003-2004 school
taxes and 2003 town and county taxes and the elimination of
property taxes for 3 64 acres parcel of land of 64 acres.

The elimination of income taxes. Staff is recommending a
pre-tax retum.

$ (194,958)

(720)

(2,161)

(1,951)

304

(1,584)

(7,602)

(8,468)

(4,243)

(51,134)
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C E AN SOFYV. ORE AND J. A SKY
(Continued)

(k) - Adjustment to the rate base to reflect the use of Staff's water
plant in service, accumulated depreciation, working capital
and unamortized belances. The majority of the adjustment
relates to non-ams-length transactions and the Commission’s
policy on initial rates, (462,226)
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S ' ‘ CHAPTER V. WATERWORKS com»oa/m’ §501.1

PART 501

EXTENSION OF MAINS
A : ‘ - (Statutory authority: Public Service. Law, $§89-b, 89-c)

Sce.

S01.1 Dcfinitions

5012  Construction of facilities

003 Applicant within specified distance

5014 Applicant beyond specitied distance

5015 Maintenance of service linc beyosd highway limits
5016 Cost of installation before scrvice required

501.7 Responsibility for maintensnce and replacement
5018 Applicants who cannot qualify as reasonably permanent customcrs
5019  Fiting of inain extension agreements :
S0L.10  Petition for waiver

. Historical Note .
Part (§$301.1-501.6) repeaied, new (§§ 501.1-501.30) filed May 21, 199] &ff. June 12,
1991. i -

§501.1 Definitions. . : .
(a) Water main - a pipe carrying water which is generally available t0'more than oné service
line, L
() Extension - the extension of water main-including the pipe, elbows, tess, valves, reducers, .
service taps. and other uppurtenances which may be part of the facilities cxtended to provide !
water service, ] . - . . i
(¢) Service line or lateral - the pipe and valves which are used to daliver the water frora the
moain into the customer premises; the company portion being that between the main and the '
customer property line, and the customer portion beingithat from the property line into the-
premises. . : -
(d) Service connection - the facilities necessary to provide the customsr scrvice, including the
service line, the main tap; meter, and other related facilities,

(¢) Exrension costs - as used in this Part shall include the costs.of lahor, equipment and |
matenals used in the extensiou instaflaton, all paving charges for the repair or replacerment of
street or sidewalk which may be disturbed in the ‘Course of such installation, the costs of i
inspection, amounts paid to goveruental authorities for permits to do the work required, and”
other costs or taxes that aze legally imposed by any govemmental authority. g

(B Applicant - a person, developer, builder, partnership, association, corporation, or govern-
mental agency requesting service 10 4 spesific location.-. I . : .
(g) Developer - a business or person who will subdivide oc preparc real estate for residential ;
or commercial occupancy, who requires the tastallation of tility plant in sdvance of occupancy., . .
and whose suc¢ess resulting in utility customers can be coxislderqd speculative since it is depen-

dent upon the success of the real ¢state venture. { )
(h) Residential service - wates scrvice for sanitary and potable domestic use.
(1) "Surcharge - a charge billed to the customer in addition to the regular bill for service,
() Gross annual utility revenue - the total of customer charges for utility scrvice billed in one
year. ) . . .
(K} Advance or deposit - Taoney advanced by the applicant to the utility subject to refund.

(Y Contribution - money paid by the applicant 1o the utility, usvally to pay for the cost of
installing plant, which will not b refunded. ‘ . . .

L1es L (Reswed795) - 019, PublicServicé
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§ 501.1 TITLE 16 PUBLIC SERVICE

{m) Warer-works wriff - the schedule of rules and churges for water service, filed with and
approved by the Comnijssion, under which the ulilicy is required to provide service,

(n) Service area - the area in which the atility has required govermmnent authotization lo
provide utility service.

Historical Note
Scc. repealed, ncw filed May 21, 1991 ff. Jung 12, 1991,

§501.2 Construction of facilities.

(a) Facilities within highway. All watcr-works corporations subject to the jurisdiction of
this commission shall heseafter fumish, place, construct, opcrate, maimtain and when nccessary
replace at their own ¢ost and expense all mains, service Pipes, service connections and other
facilities within the territorial imits of any street, avenue, road or way that is for any highway
purpose under the jurisdiction of the legislative body of any city, town, village, county or the State
of New York, or other public place open to the general publie for highway purposes, provided all
uecessary easements are fumished without cost to such corporation.

(b) Facilities outside highway. Whete such facilities will be constructed without the territo-
nal Hmits of any street, avenuc, road or way, or other pubtic place open for highway purposcs, the
applicant shall be allowed to construct the facilities, whete such dilengement results in lower cost
or better time performance, using contractors and materials acceptable o the water-works corpo-
ration, pursugnt to its water system specifications, based on safcty and compatibility and, as to
contractors, reputable past performance, and subject to inspection and approval by the water-
works corporation based on such specifications. The additional cost of said inspections is to be
paid by the applicant,

Historical Note
Scc. repealed, new fiicd May 21, 1991 cff. June 12. 1991

§ 501.3 Applicant within specified distance.

Upon written application of the owner or occupant of any property abutting on any such street,
avenug, road or way or other public place withia the distance specified in section 501.4(d) of this
Part of any main of a water-warks corporation, appropriate o the service requested, such water-
works corporation shall fumish, place and construct at its own cost and expense such mains,
service pipes, service conncctions and facilities as are necessary to render the service requested.

. Historical Note
Sec. tepealed, pow filed May 21, 1991 off. Junc 12, 1991,

§ 501.4 Applicant beyond speciied distance.

Whenever an owner or occupant of any property abutting on any street, avenue, road or way or
other public place us hercinbefore defined in which there is no water main within the distance
specified iu subdivision (d) of this scction from said property makes 2 written application for
service (o the water-works corparation having authority to render sérvice to said applicant, such
corporation shall extend its system so as to serve said property, provided:

(8) Said applicant shatl fiest have assured said corporation that he will be a reasonably
permagent customer by meeting the following conditions: '

(1) the applicant will own or occupy a premises in a permanent structure and on a building
lot which both comply with governmental building ¢odes and requirements;

(2) the applicant-will take scivice for at least one year continually on an annual or seasonal
basis; and N :

(3) the applicant will take scrvice within 60 days of completion of the main extension.

(b) The applicant shall first have executed an agreement; the terms ‘of which shall provide
substantially as follows: N :

4020 Public Scrvice (Reissued 7/95) 1-195
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(1) applicant shall agree to pay (o said corporation the rates charged 10 customers scrved
under section 501.3 of this Part and in addition a surchurge of 19 percent (return, depreciation,
taxes and maintenance) per year of the actual, ceasonable cost of such portion of said main
extension (excluding the cost of any service pipe, hydrants, and their accessories) that is in
excess of the distance specified in subdivision (d) of this section from the end of the nearest
Water main appropriate to the service requested if the size of said extension be six inches or less
in nominal diameter or if the service requested requires a maia larger than six inches in
R o diameter or 19 percont of the esimated cost of a six-inch main if said corperation lays a maip
A T T greater than six inches in diameter when not necessary tor the service requested; provided,

: e Lo however, that said surcharge shail begin at the date when water service is first available to the
applicant and shall cease 10 years froro that date;

(2) whenever more than one customer shail be connested to said extension, said surcharge
shall be so adjusted as to yield o said corporation not more than said 19 percent in any one year
from all customers served from said extension and said surcharge shall be reasonably allocated

connected thereto:

specified hereinafter shall equal or exceed the length of the main extension, all surcharges shall
cease; and ’ .

{(4) inlicw of the above surcharge, the applicant may at bis option pay the cost of the main
extension in excess of the distance hereinafter specified subject to annval refunds without

the distance hereinafter specified; however, refunds shall cease after 10 years or when the total
of all refunds cquals the amount of the original payment made by the applicant.

(¢) The applicant shall fiest have fumished reasonable security as to pedoun;xnce of his
ance shall be by advance payment of the surcharge for a period not to exceed one year, o¢ where

substantial portion of the premises framing before main extension construction is commenced, or
by deposit by the applicant of the eatire estimated cost.of the oxtension until said premises
construction is complete. .

(d) The specified distance allowed for each applicant taking service from the main extension
shall be 75 feet for “Class A” watcr-works corporations as defined in the Uniform System of
Accounts and section S61.1 of this Title. For corpurations that do not qualify as “Class A"

corporation’s- request, based on the corporation’s financial ability and existing investment in
main. : ’

Historical Note
Sec. repealed, new filed May 21, 1991 eff. June 12, 1991,

§ 501.5 ' Maintenance of service line beyond highway limits.

That portion of the service pipe Without the limits of a street, avenue, toad or way as
hereinbefore defined or sasement area shall be provided, placed, constructed and maintained by
the property owner or the customer but in accordance with such rcasonable specification for the
construction and maintenance thereof as may be filed in the tariff schedules of said water-works
corporation.

Historical Note
Sec. repealed, new filed May 21, 1991 cff. June 12, 1991.

§ 501.6 . Cost of installation before service required.

Whenever, at the cequest of an owner or occupant, a service pipe is provided tarough which
service is not immediately desired, said property owner oroccupant shall bear the entire réasona-

1-1.95 - {Reissued 7/93) 4021 Public Service

to the several customers served from said extension, taking into account that the distance of
main hereinafter specified and a service are to be aliowed without surcharge for each customer

(3) wheaever the number of customers on a main extension multiplied by the distance -

interest related to the number of new customers added to the extension each year multiplied by -

agreentent if 0 required by said water-works.cocporation; said reasonable secunity as to perform- -

an applicant’s premises does not yet oxist, by completion of the foundation and construction of a

corporations, the Commission staff may allow a main extension of fess than 75 feet, ot the
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Historical Note
Sec. repealed; new filed May 21, 1991 off. fune 12, 1991,

§501.7 Respousibility for maintenance and replacement,

All water-works corporations shall hereaficr be solely responsible for the maintenance and
replacement of all mains, scrvice pipes and facilities placed within g street, avenue, road oc way as
hetéinbefor: defined or easement area used by said water-works corporations for s
to its customers; and if adequate maintenance requires the Teconstruction or replacement of such
maing, service pipes and facilities, said maits, servicc pipes and facilities shail be reconstructed or
replaced by the water-works corporation responsible for maintenance as hereinbefore provided.
However, replacement or reconstruction of mains and service pipes less th i

diamcter in cxcess of 75 teet in length héretofore installed and privately owned, shall be governed
by the provisions of section S01.4 of this Part,

Historical Nete
Sec. filed May 21, 1991 off. June {2, 1991,

§501.8 Applicants who cannot qualify as reasonably permanent custorpers.

An applicant who cannot qualify as a reasonably permagent customer may be required to
deposit the entire cost of the main cxtension and installed services with the water-works corpora-
Gon. The portion of the deposit related to the length of main extension within the specified
distance, as set forth in section 301.4(d) of this Part, and the cost of the setvice, hydrants and
accessories shall be refunded without interest within 30 days of the applicant taking service and -

- demonstrating reasonable permanericy. For developers who are subdividing or preparing real
estate for eesidential or commercial gceupancy, who roquire the- installation of utility plant in
2dvancce of oceupancy, the walkerworks corporalion may zetain as a deposit the cost of the ontite
extension, subject to annual refunds without interest determined as the proportion of the qumber
of customers conpected to the extension that ‘year multiplied by the distance specified in section
5Q1.4(d) of this Par, celated to the total extension length. No further refunds will he made after
five years after the date.construction of the extension is completed and approved or ufter the total
of all refunds equals the amount of the deposit.

Historica] Note
Sce. filed May 21. 1991 off. June 2, 1991,

§501.9 Filing of main extension agreements.

All line extensions stall require a line extension agreement sctting forth the terms and condi- . .
tions under which the extension will be made, duly signed by the water-works and applicaot. No
charges or conditions shall be obtained from or imposed upon the applicant for the provision and

‘extension of water service, other than those contained in the line extension agreement in compli:
ance with the water-works tariff or ag approved by the Commission. Qe copy of cach main'
¢xtension agreement shall be filed with the commission within 30 days of exccution; or where
such agreements, may ¢xceed ten in number in any calendar year, the uiility may instead maintain

a file at company offices of such agrecments and file 2 summary of such agreements by Januacy
31 of the following ycar. ’ ’ : ;

P

) o " Historical Note
Sec. filed May 21, 1991 ff. fune :'1_2. 1991,
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§501.10 Petition for waiver.

As provided in Part 3 of this Title, petition may be made in writing in & specific case for waiver,
modification or relief from any of the provisions of these rules by stating the supporting facts and
reasons for waiver. However, such petition shall not be made for waiver of Part 501 until the

- . water-works hes first obtained approval by the Department of Eavironmental Conservation and

i the town of service area modification which may be necessary to include the applicant within the

: water-works® service arca or franchised service territory. Nor shall the petition for waiver contain
provisions which would not reasonably apply to any other similar applicant, or in any way be
discriminatory.

: Hiswrical Note
Sec. filed May 21, 1991 eff. Junc 12, 1991,

1-195 B (Reissued 795) - | 4023 Public'Service
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PART 502 .
CONSTRUCTION AND MAINTENANCE OF SERVICE PIPES

Sec.

5021 Standards

$02.2  Maintenance of utility-owned service pipc
5023 Rules to be printed on application form
5024  Exceptious '

§ 502.1 Standards.

Every watcr-works corporation shall on or before November 15, 1935, submiit for the approval
of this commission proposcd arsendments to its tariff schedules setting forth rulcs and regulations
covering the construction and maintenance of service pipes, such rules and regulations, among
other things, to provide: ‘

(2) The minimum depth at which all service pipes shall be laid. The depth 5o fixed 10 be
sufficient to prevent freczing. :

() The size and kind of pipe and apparatus to be installed, scrvice pipes to be at least three-
quarters inch in diameter except under unusual circumstances which shall be clearly defined.

(¢) All connections of service pipes with the transmission mains where the covering over the
wain is less than five foot shall be made on the side of the main and the setvice pipe shall i 0o
case have l¢ss covering than the main,

§502.2 Maintenauce of utility-owned service pipe. ) )
Such rules and regulations shall in no event requite the consumer to maintain any service pipe’
owned by the water-works corporation.
§502.3 Rules to be printed ou application form.
Such rules and regulations shall either be printed on the service application form or shall be
printed on a folder which shall be delivered to every applicant for service.
§ 502.4 Exceptions:

Wates-works corporations having now on file with this commission rules and regulations in
cotmection with the construction and. maintenance of service pipe need not submit such roles
except when:amendments are necessary to comply with the requirerents of this Part.

S 1195 - (Reissucd 7195) " 4025 Public Service
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Exhibit 7
Comparison of Sensitivity to Earnings Erosion
2000 Statistics (A)

Resuitant

Impact of Rate of
Proprietary Assumed 10% $50,000 Return on

Capital Equity Return Shortfall Equity
Long island Water 28,018,076 $ 2,801,808 1.8% 9.8%
NY Water Service' 42,562,925 4,256,292 1.2% 9.9%
United Water 60,376,142 6,037,614 0.8% 9.9%
United Water NY 49,280,358 4,928,036 1.0% 9.9%
Reagans Mill 1,439,308 B) 143,931 34.5% 6.5%

(A) Source: PSC Report

(B) Includes Advances From Assoc. Cos.
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PetFr Bradgord, Chairman o !
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Harold A. Jerry. Jr. P |
William D. Cotter - . .

cnsﬁ 93-W-d962 - Prbaeeding on Motien of the’ Commission t '5: :
g ; Establish a Policy to Provide Incentives |for the -
; ' . _ Acguisition and Merger of small water Utilities.

i
N i

! i
i
'

¥
|
|
STAIEMENT OF POLICY ON ACQUISITION INCENTIVE |
' MECHANISMS FOR SMALL WATER COMPANTES '|
I

.i ;; (Issued and Effective August 8, 1994)

Lo o .
BY THE COMMISSIoN:

.- T . . {- =
poon
,I .,

On October 20, 1993, ve instituted Case 93-w-0942 %o

cons;der the prov151on of incentives for the acquisxt;on Jf snall"

wate: companzes by, and therein mexrger into,’ 1arget entities,
Pubrlc canment wvas invited, and on the basis of that cammqnt and
the :ecommendations of Department staff, wve are es&ablishxng

' goams and guidelines that will apply to proposals to consdlﬁdate

small vater companles through acquisitions and mergers. 5'"

Small water conpanies typically eannot attzact eapztal

and'often have Small cash reserves, or none at all.. Preqdently,'
thede companzes are run by part-tine managers possessxng 1+tt1e

tecﬂnlcal tra;nxng. In addition, their small custamex basg

I
|
.
3

M 1
. . X . iy
; , - X . . . ; i !' K

[P
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CASE 93~W-0962,

111;&5 thdir ability to incur significant expend.ixtures fm,- ‘
ragulatoty compl;ance and othex purpeses. As a result these
enall companxes frequently fail to conply wzth new, ‘ax evén
ex;sting,-health and safety regulations. In partxcular,-thb
requirements of the safe Drinking Water Act: are exéected to
1mposa requirements that many systems will be unabie to meet.
COnsolxdatzcu of water companies through acquxsiti&n or merger

uay serve ‘as a. solut:.on in thesge sz.tuatz.ons.
[

; | GOALS

Thxs ‘policy is intended to foster acquisitxons and
nefgers that will: (1) impreve the ability of small water .
campanies to provide service; (2) improve custamerlservzce. _
'(3) make it easier to comply with current and futuxe regulatzons- ;3
(4) ‘aveoid drast;c rate increasee; (5) bring the rates of nargad G
systems xnto parlty, (6) improve and consolidate managemsnt and

‘operation; and' (7) promote conservation.

' ' : ) GUIDELINES o
3 The guldxng principal in granting auqulsztion :
1ncent1ves will be to increase customer benafit.. An acquirer
must be able to show that it can continue tn exist in the' 1ang
texm and w;ll be able to provide its customers w;th safe and
adequate servlce at just and reasonable rates. To!faster:a
-2- o |
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. CASE 93-W-0962

: i

<o :i'.
trahsfbruatian of small nen-viable water conpanlas xnta enblbxes
' betker able to serve, aciuisition incentives may He' Qravided din

certain cases; where the following factors so.snggestzﬂ.

g "1, Whether the acquiring ccmpany has the ability to
Lo : adequately manage the business, serve; custdners,
‘ comply with regulations, and finance capltal
inprovements. : .

2, '“Whether the znpact on customers resnltxng fran the
: acquisition is at least as beneficial as the
1mpact of realistic altermatives. ' :

‘3. ,Whether the terms of the acquisition. W111 permlt
v T future beneficial solutlons, such as. : ;
C munzcapallzatlon. :
A. Whether behefits to gustomers are expecﬁed,to be
. ' commensurate with the cost of the 1ncent1ves ‘for
"the acquisition or merger. :

“S. Whether meaningful customer partxcipation has been
: ”obtalned through effectlve public involvament.

We will also consider addititmal incentives wherd |

proposals are made to consolidate several water sys?éns aﬂ:qnce.
t . :

; :
HES 'i

S ,m.gmms_
@ : Because each small Water company will presant unLque. :

circumstances, incentive plans will have to be tailored i"

examples: of those that may be considered Tney will not bh

appropr:ate in eaoh instanee, nor do they constituta ‘an

-3= '

case—by—case. The following incentive mechanxsms are pravxded as
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1

exuanstive lxst of measures that can be entertalhed As 4 :

general matter, however, any significant rate inereases tnat may.
be needed should be phased in, in order to avoid. unduly harsh L
effects on customers. . ‘e ' !E

1. Rate Base

- | a.  -Where the purchase price is legs than the rate e

: : base of the company being acquired, rates mMay.
nevertheless reflect the full rate base ofethe
acquired company. !

b Where the purchase price is dgreater ‘than z&te ol
. .base, rates may reflect the purchise price lprémium : .
.1 'if varranted. "For example, a prenium night be :
justified by improved serv1ce, realized coét
efficiencies, or economies of scale.

‘€. ' Where capital expenditures aga requxred for I P

; C service improvements or to comply with health:and |

: ' safety regulations, projected impxovement costsa L

may be reflected in rates immediately, subjeét to
verification that the expenditures are made.q

d. Where the company being acquired hag little °r no
rate base, a proxy rate base may be’allowed
equivalent to the rate base petr custamer of tha
acquiring company. : ,

2. ' Depreciation
‘Where circumstances warrant, deprec;atlon wmay be i P
! ' ‘allowed at accelerated rates, or depreciation on ;
; ~ ‘projected improvement costs may be allowed subjgc# to

' ' ‘subsequent adjustment. S

i 1
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A T gggxt;gatxon S . . i
The reasonable Costs of acqu151t10n may be recaverbd by

emegtization. Under certain condxtxons,,anortizataon

.ﬂhyraise~be'cons1dered for resavery nf-awpurchasé price:

premiun The' tern of an amortization aheuld be ehbeen

'{ te*niniuize adverse effects. on customers.:

The four incentives described belov will be consxdaxed-
only in speclal cases - fer-geod cause shown -They, represent a
departure irom traditional rate-making practlce and are meant to
facilztate consol;datxon that may otherwise not be possiblé
4. gnetezine_ses;g L RN ' .
. - Where' rate base incentive. mechanxsms are’ Iese ;giu
L practicable, a ratio of revemues to opereﬁien and
. maintenance eests may be used to determnne revenue

requxrement.

St '-.. l

- TR ggte ef geturn :
Where it can be shown to benefit cuatomers, a premium
on the overall rate of return- nay be allcwed. e

6. églgxed Recove;y i

Where ‘the ‘costs ‘of acqu1s1tzon or. 1mprovements az thei

effects of rate equalizatxan, would cause - unduly harsh

-effeets on customers, propeeals to delay or phase in

' .
-

e mmmea,
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1

recovery of costs, rather than lose the cpportunity foz :
i ,A: consolidatxon, may be con51dered. ;o ‘§ %

7 . lemse/muves - |

. Where there is uncertainty rsgarding the cverall | L
: benefit of an acquisition, and lt vuuld appear . %:
"beneflcxal for ownership, Danagement, and operation to : .
' oceur for a trial period, operatxon of: the ccmdany

tunder a lease with an option to by may be con51hered as: .

® mechanism for providing ineentives. - . . .

o - RE D_INFO oN
: ' The following information should be submitted wj.th any.

request for our approval of an acquisition or merger.

v 0 With' respect to both companles invalved in the ﬁerger
; .or acqu181tion. :

= The current extent of compliance with regulatory o
‘agency requirements and ggrectlves GDeparﬁments of | -
Health, Environmental c°nsexvation, and Public i
Service, and 1local authorities) . ‘ n

. .= The progpects for futuyre compliance with ! v
: ' regulatory requirements. : . ol

= The number of customers. ' X ‘ !

i = Comparative income statements for ‘the three| nost i
. ", . Treecent Years., : o

~ A current balance sheet. Do . :
~. Estimate of rates needed to comply wiﬁh su@i=br i
other service requirements, ‘ o ’

te

—6= ? !

i
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; i
, Evaluatxon of customer beuefiés and économies of, i -
: scalé., : . - o
i ' : i o
g ' = Intormation and data on the rate 1npact on ali e
: o customers (acquiring and acquired compahies) andi
g ' the rate plan to achieve parity. - _ "
o ~ A report on therublzc 1nvolvement effort and N
! ¢ustomer input.! . g :
i : : P P
’ . . ., . .t .

o With respect to the ach1red company.

; C - .Identzflcation of ownership of a11 transferred §
: watexr plant. : :
: :
; = Inventory of plant being transferred. ' j
f: j - ' The location of the acquired com pany relativa'to : :
: : the acquiring company and to nearby systems, both ;
: R mnn1c1pa1 and private. ‘ i o
o ‘With iespect to the acquiring company: ! : i
: T : oo L
; - A copy of the proposed purchaée contfact- Loy b
i N o
£ ' ~ Idemtificatien of municipal apprnvala, ig 7 v
g ' required. 'gﬁ AR
P L. The proposal for financing the acquisition, jE '

. appropriate, including applicable informatibn in L

compliance with 16 NYCRR Part:37. . f T
gf : ! E : : By the caﬁhissibﬁ, T ﬁ{i' K ff
' o
' (Signed) JOHN J, RELLIHER S
. : Secretary v

yIn':av;ewing aﬁy acqnisitxons,'we~w111 foqus on the regults of'the 5,
conpany s public involvement and information' efforts. 3

i’
1 . : ) SR
: o . - -

P < o
i . ' : C {
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