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Staff Economic Rate Design Panel

Please state your name and business address.

My name is Kenneth Walwyn and my business
address is Three Empire State Plaza, Albany, New
York.

Please state your name and business address.
Richard E. Schuler, Jr. I am employed by the New
York State Department of Public Service. My
business address is Three Empire State Plaza,
Albany, New York 12223.

Mr. Walwyn and Mr. Schuler, have you previously
submitted testimony in this proceeding?

Yes.

What is the purpcse of your testimony?

We will respond to the fire hydrant service
class SC4 rate design proposal put_forﬁh by the
UWNR Municipal Consortium’s witness, David M.
Wise.

Please describe the Municipal Consortium's
position regarding rate design for the fire
hydrant service class.

The Municipal Consortium argues that fire
hydrant prétection costs should "be treated as
general water system costs to be billed to all

classes of water users as opposed to being
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billed exclusively to the municipalities." The
Municipal Consortium contends that "treating
these costs as system costs is the most
equitable approach because it ensures that
entities exempt from the real property tax such
ag colleges and hospitals bear a portion of
these fire protection related costs commensurate
with the benefits they receive.” The Municipal
Consortium indicates that transferring fire
protection cost recovery from rate class SC4 to
the general 8SCl service class would ensure that
all entities contribute to the recovery of fire
hydrant césts.

What is staff’s position regarding the Municipal
Congortium’as rate design proposal for the fire
hydrant service class?

All else equal, we would agree that those
entities that benefit from fire protection
should bear a portion of fire hydrant costs.
However,- in staff’s Qiew, there are two
additional issues that must be considered
regarding the Municipal Consortium’s proposal.
What is the first additional issue that must be

congsidered in evaluating the reasonableness of
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the Municipal Consortiums proposal?

The Municipal Consortium has not shown that
their alternative rate design proposal results
in a reasonably commensurate allocation of fire
hydrant related water costs. In fact, although
all customer locations would now be responsible
for recovering at least some of the fire
protection costs, some customers could pay a
disproportionately large share. Examples of
high volume water customers that could bear an
unreasonably high proportion of cost recovery
include golf courses and car washes or other
entities that use a relatively high amount of
water, but could logically be viewed as being a
lower fire protection risk,

Is this sataff’s only concern with the Municipal
Consortium’a fire hydrant rate design preposal?
No. BAnother issue that was not considered in
the MunicipaI'Consortium's proposal is the
reasoning behind granting certain customer
locations with tax-exempt status. There are
other services, financed through property taxes,
which benefit tax-exempt entities, such as

colleges and hospitals. Such services include
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police protection, snow plowing and electric
street lighting. The Municipal Consortium has
not indicated why it is reasonable to require
these tax-exempt locations to now bear the costs
of some municipal services and not others.
Finally, the Municipal Consortium has not
discussed what policy makers initially intended
when granting tax-exempt status to various
organizations. Thus, staff cannot evaluate how
the Municipal Consortium’s proposal might go
against these intentions.

Is there an analogous service which could be
used to help illustrate staff’s point regarding
tax-exempt status?

Yes. Many municipalities hire private companies
for snow-plowing. Tax-exempt entities benefit
from having snow plowed from nearby municipal
streets, but do not contribute to the cost of
such snow plowing. However, it would be
unreasonable to ask a private snow-plowing
company to add the costs of plowing municipal
roads to the rates it charges to all of its non-
municipal customers (i.e., residential, business

and tax-exempt) for removing snow from their
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property to address this inequity.
Does this conclude your responsive testimony?

Yes.
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1 Q. Please state the names of the members of Staff’s
2 Accounting Rates Panel {the Panel),
3 A. Our names are Gerald Wojcinski and Christopher
4 " Simon. Our business address is Three Empire
5 ' State Plaza, Albany, New York 12223.
6 Q. Mr. Wojcinski, by whom are you employed and in
7 what capacity?
8 A, I am employed by the New York State Department
9 of Public Service (DPS} as a Public Utilities
10 Auditor III in the Office of Accounting and
11 Finance.
12 Q. Mr. Simon, by whom are vou employed.and in what
13 | capacity?
14 A. I am employed by the DPS as a Public Utilities
15 Auditor I in the Office of Accounting and
16 Finance.
17 Q. Mr. Wojcinski, please describe your educational
18 background and experience.
19 A, I graduated from Canisius College in 1972 with a
20 Bachelors Degree in Business Administration. My major
21 was Accounting. From January 1973 to April 1974, I was
22 employed as an Assistant to the Comptroller at the
23 Wurlitzer Company. Thereafter, I joined the Staff of
24 . the Department of Public Service. Since that time I

-1-
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1 have participated in numerous utility accounting
2 examinations including rate proceedings, finance cases
3 and a merger.

4 Q Mr. Wojcinski, have you previously testified

5 before the Public Service Commission?

6 A. Yes. I am stationed at National Fuel Gas

7 Distribution Corporation (NFG), and since I

8 joined the DPS in 1974, until the present, I

9 have testified in almost all of the NFG rate

10 cases. More Recently, T submitted testimony in
11 the following rate proceeding: Case 07-G-0141,
12 National Fuel Gas Distribution Corporation - Gas
13 Rates.

14 Q. Other than NFG, are'thére any other cases that
15 you have testified in?

16 A. Yes. I have testified in Case 08-G-0609, Niagara
17 Mohawk Power Corporation - Gas Rates and in Case
18 08-G-1392 St Lawrence Gas Company Inc.

19 Q. Mr. Simon, please describe your educatiocnal
20 backaround and experience.

21 A. I graduated from the State University of New

22 York Institute of Technology at Utica/Rome with
23 @ Masters in Business Administration with a
24 | Concentraticon in Accounting. I worked for two

-2-
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and cne-half years at Warren Koch, PC, Croton-
on-Hudson, New York. At Warren Koch, I worked
as a Staff Accountant and as the Network
Administrator. After Warren Koch, I went to
'LCS&Z, LLP in Latham, New York where I was
employed as a Staff Accountant. In February
2005, I joined the Office of Accounting and
Finance in the Department of Public Service in
my present position.

Have you previously testified before the
Commission?

Yes, I have filed testimony as a part of the
Accounting Rates Panel for Corning Natural Gas
Corporation in Cases 08-G-1137, 07-G-0772, 05-G-
1359, OSfG—1268 and 04-G-1032. I have also
filed testimony as a part of the Accounting
Rates Panel for KeySpan Energy Delivery of New
York and KeySpan Energy Delivery of Long Island
in Cases 06-M-0878, 06-G-1185 and 06-G-1186.
What is the purpose of the Panel’s testimony in
this proceeding?

We are responsible for examining the rate
filing, supporting workpapers, Public Service

Commission (PSC) annual reports and other

-3-
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pertinent data of United Water New Rochelle
(UWNR or the Company). Based on our findings, we
have made certain adjustments and
recommendations to the Company’s filing.

Mr. Wojcinski, what is your role in this
proceeding?

In this proceeding, I served as the Accounting
Staff team leader, and my duties included
supervising Mr. Simon.

Mr. Simon, what was your role in this
proceeding?

I assisted Mr. Wojcinski in the audit of United
Water New Rochelle (UWNR or the Company) rate
filing.

What areas of thé Company filing will the Panel
address?

We will address the following items in the
Company’s rate case filing; the number preceding
each of the following item corresponds to the
adjustment number assigned to the item in
Schedule 8 of Exhibit __ (ARP-2), which is
described below: 3e) Labor; 3f) Pension; 3h)
Employee Health Insurance; 3i) OPEBs; 3m)

Outside Contractors; 3n) Outside Services M&S;

-4-
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3o)Outside Services; 3p) Amortization of Rate
Case Expense; 3t) Productivity; 3u) Austerity;
3) (various) inflation adjustments; 5) Payroll
Taxes; Federal Income Taxes, State Income Taxes
and various Rate Base adjustments, whose
specific adjustments we will discuss later in
our testimony.

We also sponsor a number of adjustments to
UWNR’s operating expenses, taxes, and rate base
for the rate year ending October 31, 2011. A
summary of our adjustments is contained in
Exhibit  (ARP-2), Schedule 8. |
Did the Panel rely on information produced
during the discovery phase of this proceeding?
Yes. We relied on Company responses to numerous
data inform@tion requests (IRs), and a list of
these responses 1s included in Exhibit_ (ARP-
1). This exhibit also contains the IRs relied
on by the other Staff witnesses, as well as
Staff’s pre-filed workpapers supporting their
adjustments.

Is the Panel éponsoring any other exhibits in
this proceeding?

Yes. We are sponsoring Exhibit (ARP-2), which

e
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1 contains 8 schedules. fhis Exhibit is the
2 calculation of Staff’s rate year revenue
3 requirement. All schedules are for the rate year
4 period. The 9 schedules of Exhibit (ARP-2) are:
5 : Schedule 1 - Statement of Operating Income;
6 Schedule 2 - Operéting and Maintenance
7 {O&M) Expenses;
8 Schedule 3 - State:Income Taxes;
5 Schedule 4 - Federél Income Taxes;
10 Schedule 5 - Rate ﬁase;
11 Schedule 6 - Cash Working Capital:;
12 Schedule 7 - Capital Structure;
13 Schedule 8 - Summary of Staff Adjustments;
14 Schedule 9 - Calculation of Revenue
15 Requirement
ie Q. What is Company’s base r%te revenue requirement
17 - request in this Case?
18 A, The Company’s request islfor $30.1 million.
19 However, the Company has not included a
20 calculation of the revenué requirement. Staff
21 performed the calculation; which is used as the
22 starting point in our Exhibit. This starting
23 point was agreed to by the Company (IR Staff-171

24 GRW-34}) .
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Please explain the Company’s revenue requirement
calculation.

The Company’s revenue requirement of $20.9
million is shown on Exhibit _  (KHD-2), Schedule

1, .pages 1 and 2 and shows the bill impact to

customer. The difference between the $30.1

million base rate increase and the bill impact
increase of $20.9 million is attributable to
certain currently allowed surcharges being
eliminated in the rate year and recovered
instead through the base rate increase. We agree
that the surcharges should be removed and
instead rcolled into the base rates increase.
The forecasted surcharges for the period prior
to the rate year would be about 59.1 million
The shift in the method of recovery of these
surcharges to base rates represent roughly $9.2

million of the Company’s base rate increase.

Operation and Maintenance Expenses

Labor Expense

Please explain adjustment 3e of $(88,05%) to
Labor.

This adjustment is comprised of two parts:

-7-
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Bargaining Unit $(22,628)
Non-Bargaining Unit {65,431)
Total $(88,059)

How did the Company forecast its rate year union
pro forma labor?

The Company started with 49 full-time employees
and their hourly rates at June 30, 2009. The
Company forecasted the addition of 2 new
employees during the rate year. The Company
applied a 3.0% increase in wages from the
historic test year to the bridge period, and no
increase for the rate year. The Company did
include a 1.5% bonus to employees during the
rate year. Overtime was calculated using the
average actual overtime based on the twelve
months ended June 30, 2007, 2008, and 2009. The
overtime was allocated to employees based upon
annual salary to grand total bargaining unit
salary.

How did the Company forecast its rate year non-
union_pro forma labor?

The Company started ﬁith 2 full-time employees

and their hourly rates at June 30, 2009. The

-8-
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Company forecasted an additional 4 new employees
during the bridge period, to which 3 are
currently on the Company’s payrocll. The Company
applied a 3.0% increase to base pay from the
historic test period to the bridge period. Then
the Company applied a 3.25% increase from the
bridge period to the rate year. The Company
also applied a requested Short Term Incentive
bonus to each eligible employee during the
bridge period and rate year.'

Did the Company request any part-time employees?
Yes. The Company has requested 3 part—-time
employees during the summer moriths.

What is the total amount of labor expense for
union, non-union and part-time employees?
Combining the forecasts of union, non-uniocn and
part-time prd forma labor results in total
company pro forma labor of $4,756,263.

Did the Company charge a portion of its total
pro forma labor to capital?

Yes. The Company charged 26.62%, or $1,265,969

of its pro forma labor to capital. The 26.62%

is based on the three-year average of the actual
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capitalized labor from the twelve months ended
June 30, 2007, 2008, and 2009.

Does the Company transfer a portion of its pro
forma labor to other business units?

Yes. The Company charged 26.63% or $1,266,660
of its pro forma labor to other business units.
The 26.63% is based on a two-year average of the
actual labor transferred to other business units
for the twelve months ended June 30, 2008 and
2009,

What i1s the total rate year labor expense
requested by the Company?

Starting with the total Company labor expense of
$4,756,263, subtracting out capitalized labor of
$1,265,969 and labor transferred to other |
business units of $1,266,660, the Company also
forecasted a Labor from Other Business Units of
$124,733, bringing the total rate year labor
expense requested by the Company to $2, 348, 366.
Are you proposing any adjustment’s to the
Company’s forecast of rate year labor expénse?
Yes. We are proposing to adjust the proposed
increase to both the bargaining unit employees

and the non-bargaining unit employee’s annual

-10-
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salary. The Company forecasted a 3.0% increase
to the bargaining unit labor for the bridge
period and a 0.0% increase into the rate year.
The bargaining unit employee’s current contract
expires in May of 2010. 1In order for our
proposal to stay neutral to both parties
involved in negotiations, we propose to
maintain the bargaining unit’s current salary.
When the contract is settled, the Company should
make a filing that gquantifies the financial
impacts and explains the reasconableness of the
contract te£ms.

What 1is your position on the Company’s

forecasted pay raise for its non-bargaining unit

‘employees?

We do nét agree with the position the Company
has taken with regard to non-bargaining unit
employees. The Company has not justified why
its management should be granted a pay raise
greater that the general inflation rate. We

asked the Company to report on the last five

. years of management and executive percentage pay

increases versus the annual inflation rate, IR

Staff-89 CG5-13. The Company reported to us

_ll_
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that over the last four years, management and
executive pay increases have been an average of
1.0% higher than the rate of inflation.

What management pay increase are you proposing?
We are proposing to apply an inflation rate of
3.0%, this is the level that the Company
originally forecast and is close to the adjusted
Staff level for general inflation of 2Z2.95%.

Can you explain your reasoning?

In the current economic down turn, many public
and private companies are cutting costs through
hiring freezes, wage and salary freezes and
layoffs. It is reasonable to expect UWNR to do
the same in order not to impose greater burdens
to its ratepayers. Further, it is clearly
within the Company’s discretion to control the
salary raise to its management employees.

What 1s your positicon on the Company’s proposed
bonus pay and incentive pay programs?

We propose to eliminate the bonus pay from the
Bargéining Unit Employees labor forecast and the
incentive pay program from the Non-Bargaining

Unit Employees labor forecast.

_12_
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How much bonus pay/incentive pay did the Company

_include in its rate year labor forecast?

The Company included a total of $48,402 of bonus
pay in the Bargaining Unit rate year labor
forecast and $102,833 of incentive payouts in
the Non-Bargaining Unit rate year labor
forecast. These amounts are before the
Company’s aforementioned adjustments to
capitalize a portion of the labor costs and to
transfer a portion to other business units.

Did the Company justify the inclusion of either
the bonus pay or incentive pay programs?

No. While the Company quantified and reflected
the cost in its expense forecast, it did not
quantify or reflect any projected benefits to
customers from such bonus or incentive pay. The
Company claims that the benefits cannot be
accurately projected and captured for customers.
However, allowing the cost of the bonus pay
would impose an economic burden on customers
without providing any measurable benefits.

Consistent with past Commission practice, the

costs of such a plan should be recovered through

the Company’s resulting operating efficiencies

_.13_
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and cost benefit savings rather than through a
separate base rate expense allowance.

What evidence do you have to conclude that the
Company failed to reflect any rate year savings
associated with its bonus pay?

We asked the Company to detail the potential
rate year saving associated with the Company’s
bonus program in IR Staff-147 CGS-21. The
Company outlined that incentives are based on
meeting specific targets in three specific
areas: Safety, Customer Service, and Compliance.
The Company also stated, "“These targets
generally do not generate expense savings, but
clearly present a benefit to the customer in
ensuring quality and delivery of service and
create value to the customer.”

What evidence do you have to conclude that the
Company failed to reflect any rate year savings
associated with its incentive pay program?

We asked the Company to detail the potential
rate year saving associated with the Company’s
incentive pay program in IR Staff-146 CGS-20.
The Company responded by stating, “The Company’s

incentive program is not just targeted at

_14_
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1 reducing expenses. Any sévings realized are
2 inherently included in the rate year forecast
3 and are a result of efficiencies and customer
4 benefits achieved from the actions of each and
5 every employee. Since the achiévements are in
6 the accomplishment of each individual employee’s
7 goals and each aid 1in efficiencies or delivery
8 of customer benefit of quality of service,
9 specific quantification by account is-not
10 possible or reasonable to quantify.”
11 Q. Why are you proposing an adjustment to remove
‘12 the cost of the bonus pay/incentive pay progrém
13 from the rate year forecast?
14 Al In granting an incentive plan, a Company has an
15 expectaticn that they will realize benefits from
16 this plan, and as much, the incentive plan is
17 self-supporting. Thus, the cost of the
18 incentive plan would be offset by gains the
19 Company realized from achieving the plan goals.
20 Allowing the costs of these incentive plans
21 would impose an economic burden on ratepayers
22 without providing any measurable benefits.
23 Consistent with past Commission precedent, the
24 cost of such plans shquld be recovered through

-15~
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the_Company's resulting operating efficiencies
and costs savings rather than a separate rate
allowance. Accordingly, we have removed the
cost of incentive plan from the Company labor
expense.

Can you cite any previous cases in which the
Commission either denied recovery of bonus
pay/incentive compensation or imputed an equal
amount of cost savings?

Yes. Rate cases in which the Commission made

such bonus pay/incentive compensation decisions

include: Case 89-G-1050, The Brooklyn Union Gas

Company - Rates, Opinion No. 90-29 (issued

October 17, 1990); Cases 90-G-0737 and 91-G-

0019, National Fuel Gas - Rates, Opinion No. 91-

16 (issued July 19, 1991}; Cases 90-5-0938 and

09-G-1001, Consolidated Edison Company of New

York, Inc - Steam and Gas Rates, Opinion No. 91-

20 {(issued October 3, 1991); and Cases 02-E-0198

and 02-G-0199, Rochester Gas & Electric

Corporation - Electric and Gas Rates, Order

Adopting the Recommended Decision with
Modifications (issued March 7, 2003). In Case

07-E-0523, Consolidated Edison Company of New

_16_
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York, Inc — Electric Rates, Order Establishing

Rates for Electric Service (issued March 25,
2008), the Commission reaffirmed its position on
bonus or incentive pay by stating that "“In this
case, the Company has not shown that the
variable pay payments were justified by any
specific or quantified productivity that the
directors and managers were able to obtain.
Absent such demonstrations, we are unwilling to
allow this expense as any enhancement to the
base pay the Company is obligated to .provide.”
What other adjustment have you made to the
Company’s labor forecast?

After rémoving the bonuses from the Bargaining
Unit Labor forecast and holding the rate year
expense to the historic level, we are proposing
to reduce Rate Year labor expense by $22,628.
Adjusting the Non-bargaining unit’s inflation
factor and removing the incentive pay, we are
recommending a reduction to rate year labor
forecast of $65,431. ‘Tﬁe total labor adjustment

in the rate year is $88,059 (Adjustment 3e).

Pension Expense

_17_
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Please explain adjustment 3f of 5(314,587) to
Pensions.

This adjustment is comprised of three parts:

Correct Company Error $(280,425)
Eliminate Estimate for Hires (27,178)
Pension deferral amortization (6,984)

Total $(314,587)

Explain the rate year pension expense adjustment
of $(280,425).

This adjustment is to reflect the estimated rate
year FAS 87 Net Pgriodic Costs. The Company
agrees the amount in the original filing is

incorrect (IR Staff-134 GRW-28).

- How did the Company forecast the FAS 87 rate

year expense?

The Company started with the most recent
forecasted FAS 87 net periodic cost, as provided
by its outside actuary, and this amount was
increased to reflect a Company calculated cost
per employee for prospective new employees.
These prospective new hires might, or might not
be hired in the rate year,

Explain your rate year pension expense

-18-
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calculation.

We used the calendar year 2010 and 2011 FAS 87
estimate, as provided by the Company’s outside
actuary. Our calculation relied on the same
estimated FAS 87 Net Periodic Costs as the
Company. The rate year allowance is for the
estimated pension expense cost that will be
incurred in the rate year. Eliminating the
estimate for new hires reduces Pension Expense
by $27,178.

Explain the $(6,984) adjustment for the pension
deferral amortization,

The Company’s calculation of its estimated FAS
87 deferral balance included the estimated
pension expense for phantom employees, as
discussed above. We have removed this non-
expense from the calculation of the deferral
balance.

Please summarize your rate year position.

We are recommending a rate year pension expense
allowance of $580,967, which is comprised of a
pension expense allowance of $520,899 and a
pension deferral amortizationlof $60,068.

Should this item be updated?

-19-~
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Yes. We have been informed that the Actual 2009
FAS 87 Net Periodic Cost Report will be known by
the time of the Brief on Exceptions, and when
this actual report is available the pension
expense item should be updated to include this
information. When the 2009 report is available,
the Company should also provide the latest FAS
87 Net Periodic Cost estimate, from their

actuary, for the years 2010 and 2011.

Employee Health Insurance |

Please explain your adjustment 3h to this cost
element.

Our adjustmeﬁt reduces expense by $116,082 and
results from our inclusion of medical expense in
the inflation pool.

Has the Panel reviewed the operating expenses
included within the Company’s inflation poecl and
do you have any recommendations as a result of
that review?

Yes, we have added employee medical/life
insurance to the general inflation pool.
Employee medical/life insurance is properly

included as a component of the inflation pool

_20_
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based upon the Commission’s long standing
practice, reaffirmed in Case 07-E-0523,
regarding the use of a general infldtion factor
for health caré costs.

We find no need tc reconsider or change the
Commission’s long standing ratemaking practice
in the circumstances presented in this
proceeding. Moreover, the Company has not
raised in this case any new arguments that the
Commission has not already taken into
consideration in formulating this.ratemaking
practice.

What is the impact on Employée'Medical/Life
Insurance when included in the general inflation
pool?

By including employee medical/life insurance
costs in the general inflation pool, these costs
will increase by an inflation rate of 2.95%,
rather than 16.45% from the historic test year
to the bridge period, and then 10.96% from the
bridge period to the rate year as applied by the
Company, which results in a decrease of $116,082

{Adjustment 3h).

21—
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1 OPEB Expense

2 Q. Please explain adjustment 3i of $(199,986) to

3 OPEBs.

4 A, This adjustment is comprised of three parts:

5 Correct Company Error $(185,777)

6 Eliminate Estimate for Hires' (6,760)

7 OPEB deferral amortization (7,349)

8 Total $(199,986)

9 T .

10 Q. Explain the rate year OPEB expense adjustment of
11 $(185,777).

12 A. This adjustment is to reflect the estimated rate
13 year FAS 106 Net Periodic Cost expense. The

14 Company agrees that the amount in the original
15 filing is incorrect {IR Staff-134 GRW-28).

16 Q. How did the Company forecast the FAS 106 rate

17 year expense?

18 A, The Company started with the forecasted FAS 106
19 rate year expense, as provided by its outside

20 actuary, and increased this amount to reflect a
21 calculated OPEB cost per employee for

22 prospective new employees, which may or may not
23 be hired in the rate year.

24 Q. Expléin your rate year OPEB expense calculation.
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We used the calendar 2010 and 2011 FAS 106 net
periodic cost estimate, as provided by the
Company’s outside actuary. Our calculation
relied on the same estimated FAS 106 Net
Periodic Costs as the Company. Our rate year
allowance is for the estimated FAS 106 cost.that
will be incurred in the rate year. Eliminating
the new hires reduces OPEB expense by $(6,760).
The Company’s calculation of its estimated FAS
106 deferral balance includes the estimated OPEB
expense for rate year hires. As discussed under
the pension cost eleﬁent above, these
prospective new hires might or might not be
hired in the rate year. We have removed this
non-expense from the calculation of the deferral
balance.

Please summarize your rate year position.

We are recommending a rate year OPEB expense
allowance of $(56,225) which is comprised of a
FAS 106 net expense allowance of $183,175 and an
OPEB deferral amcrtization of $(239,400}.

Should this item be updated?

Yes., We have been informed that the Actual 2009

FAS 106 Net Periodic Cost Report will be known
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by the time of the Brief on Exceptions, and when
this actual report is available the OPEB expense
item should be updated to include this
information. Also, when the 2009 report is
available the company should also provide the
latest estimate, from its actuary, for years

2010 and 2011.

Outside Contractors

Please explain adjustment 3m2.

This adjustment reduces expense by $66,674.

Did you review the Company’s forecasted Outside
Contractors expense?

Yes. We reviewed the proposed expense and
requested additiocnal infﬁrmation through IRs
Staff-117 CGS-7, Staff-158 CGS-24, and Staff-166
CGS-29,.

Do you have a concern with the amount of Qutside
Contractor’s the Company is reqﬁesting?

Yes. The Company requested recovefy of $165,871
in the rate year expense for Outside
Contractors. In IR Staff-117 CGS-7, we requested
an itemized account for the Outside Contractors

in the historic test year. The Company response
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listed 16 different contractors. However, one
contractor accounted for 65% of the total
expense.

Did you request further information with regard
to the one contractor?

Yes. We submitted IR Staff-158 CGS-24 for
further clarification on what service the
contractor served and whethér or not this was a
recurring annual expense.

What was the Company’s response?

The Company informed us that this was an
emergency service contractor and this was not a
recurring annual expense amount. Tﬁe Company
further informed us that the contractor in
question lost the contract for service in the
rate year and that a new contractor was hired.
Did you request any other information with
regard to Outside Contractors?

Yes. We followed up with IR Staff-166 CGS-29.
Therein, we requested that the Company show how
much has been spent on emergency services for
each of the twelve months ended June 30, 2004
through June 2008.

Based on the information provided by the
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Company, what are you proposing as its rate year
Qutside Contractors expense?

We propose to reduce Outside Contractors by
$66,674 (Adjustment 3m2).

How did you determine what should be the
appropriate level of Qutside Contractors in the
rate year?

Using the data provided from the Company in its
response to IRs Staff-166 CGS-29 and Staff-117
CGS-7, we had six years of historic emergency
service expense. We used a six year average to
calculate the rate year expense.

What was your reasoning behind using a six year
average?

During the six years, there were two abnormal
expense amounts. At the extremes, in one vyear,
there was zero expense for emergency services,
and in another year, there was $103,839.
Removing the two years discussed earlier
resulted in an average expense of approximately
$29,787. We concluded that it was reasonable to
include the two years in question in our six

year average.
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Outside Service - UWMAS

Please explain your adjustment 3n.

Adjustment 3n reduces rate year expenses by
$687,120.

Please explain the Company’s forecast of rate
year expense for Outside Service - UWM&S.
United Water Management and Service (UWM&S)
charges UWNR for service provided in
administration, communication, customer service,
finance, human resources, information systems,
legal, procurement,; technical services, and
other general services necessary in the proper
conduct of business (IR Staff-63 GRW-15, Part
5}. The costs allocated to UWNR include short-
term and long-term incentive pay of UWM&S
employees. The Company’s rate year forecast
starts with the 2010 budget amount of $1,923,412
escalated by 3.25% to arrive at a rate year
expense level of $1,985,923. The historic level
for the twelve months ended June 30, 2009 is
1,902,985.

Do you agree with the Company in its rate year
forecast of UWM&S fee?

No, we do not, UWMS fees have risen 41% over a
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two year period from $1,336,172 (twelve months
ended June 30, 2007) to $1,902,985 (twelve
months ended June 30, 2009 (test year)). The
Company explains in its response to IR Staff-118
GRW-26 that total UWM&S costs (before
allocations) between the periods increased by
$6.6 million or 15.6%. LaBor costs at United
Water Management and Services have increased
substantially between the two periods with the
addition of 36 employees during that period.
Additionally, between the two periods,
substantial increases have occurred-in pension
and other benefit costs. The-UWM&S costs are
allocated to UW’'s affiliates based on various
factors. One factor is investment in plant and
service. As result of the substantial investment
in UWNR’s plant in service, a larger share of
the UWM&S charges are allocated to UWNR.

Does this response provide the justification for
the substantial increase in UWNR’s Eharges?

No. The response was approximately thirty-eight
days late and there wasn’t sufficient time to
follow up with additional Interrogatories

concerning the higher level of employees in the
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service comﬁany or the appropriateness of using
an allocation factor based on the investment in
plant, e;pecially when one affiliates plant
costs have risen so substantially due mainly to
the Delaware Interconnection Project (DIP). The
Company would have to prove not only why more
UWM&S costs should be allocated to UWNR simply
because of the DIP project, but also prove that
such higher allocation is directly propeortional
to the higher plant investment (i.e., a cause
and effect analysis).

Do you have any other reason  for not allowing
the use of the Company’s budget?

Yes. The Commission’s November 23, 1977
Statement of Policy on Test Periods in Major
Rate Proceedings (SOP) 1ay$ out criteria the.
major utilities must use for its rate year

expense forecasts. The criteria include, but

are not limited to, the ability of other parties

to retrace projections back to their historical
sources (i.e., a verifiable link), assumptions,
and changes in activity level. Moreover, the
SOP specifically states, “[o}rdinarily, the

format used in presenting company budgets of
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1 future operations produced for a utility’s

2 internal purposes will not meet these

3 requirements without substantial modification”.
4 The Company’s UWM&S forecast simply does not

5 meet these Commission requirements. As such, it
6 cannot serve as the basis for establishing the

7 rate year UWM&S expense allowance.

8 0. Please explain you adjustment to the Company’s

9 - UWM&S Charges.
10 A. I have used the UWM&S charges of $1,336,172 for
11 the twelve months ended‘June 30, 2007 as a
12 starting point and eliminated the Short Term and
13 Long term Incentive plan charges of $127,603.
14 The UWM&S fees charged to UWNR includes

15 allocated incentive pay for UWM&S employees. As
16 discussed in our labor testimony, the costs of
17 incentive plans should be recovered through the
18 resulting operating efficiencies and costs

19 savings rather than a separate rate allowance.
20 Absent any quantified benefits for ratepayers,
21 the incentive portion.of the service fee to
22 UWM&S should be removed.
23 Q. Please continue.
24 A, We then applied a 4.4% inflation factor to the
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UWM&S charges of $1,208,569 (twelve months ended
June 30, 2007 net of Incentive pay) to increase
fhe balance for the impact of inflation from
2007 through the historic period. The historic
balance was inflated by staff’s 2.95% to restate

the allowance in rate year dollars ($1,298,803).

Outside Services

Please explain your adjustmeﬁt 302.

This adjustment reduces expense by $115,349.
What are the issues you have with the Company’s
rate year forecast of outside services?

The outside service includes costs incurred for
services UWNR receives from outside providers
other than United Water Management and Service.
We have concerns with the $142,347 R&I Alliance
fees included in the rate year expense.

What are your concerns with the R&I Alliance
fees?

Per the filed testimony of Thomas G. Lippai,
page 12 lines 8 - 16; “The Outside Services
Employed adjuétment reflects the additional
professional and technical support in areas

where this may be required such as accounting
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associated with external audit functions, legal,
enigineering and information technology (software
and hardware maintenance). The amount for the
Outside Services Employed expense is thé 2010
budget. Also included in the Outside Service
Employed expense adjustment isrthe increase in
the Research and Innovation expense. The Bridge
period amount reflects the budget level of the
expense for 2010. Per the filed testimony of
Michael J. Pointing, page 32 lines 12-17; “The
Alliance was created to obtain better value from
research and innovation projects by means of
Leverage - economies of scale and synergies
between cbmpanies; Direction - the ability to
steer and influence the work undertaken;
Strategic input - a pool of expertise ensuring
the needs of the US water industry were met; and
Transparency - clear selection and funding
process.” Absent any quantified savings or
benefits to ratepayers, we propose to remove the
R&I Alliance fee from outside services. The
result of this adjustment is an $115, 349

reduction in Outside Service (Adjustment o2},
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the remaining $26,998 was removed during the

resetting of the inflation rate (Adjustment ol}.

Other Operations and Maintenance Expenses

Have you reviewed the composition of the
Company’s proposed rate year Other O&M expense?
Yes. We reviewed the Company’s forecasted rate
year Other 0&M expense of $3,893, 385, and
reclassified $3,283,147 out of Other 0&M and
into various expense categories. This
reclassification does not reduce the Company’ s
requested expense allowance, but simply placeé

the costs in the proper expense category.

Amortization of Rate Case Expense

Explain adjustment 3p of $(75,000).

This is to reduce the rate year Rate Case
expense Amortization from the Company’s request
of $195,000 to $120,000.

How much did the Company request as a rate
allowance for rate case expenses?

The Company requested an allowance for rate case
expense of $585,000 to be amortized over é

three-year period resulting in a rate year
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| 1 expense of $195,000.
2 Q. What pro forma costs are included in the
3 request?
4 A, The request includes costs for:
; 5 | UWMS $225,000
| 6 Legal 225,000
7 Rate of Return ' 25,000
8 Cost of Service/Rate Design B0, 000
\
9 Misc _ 30,000
10 Total $585, 000
11 mEmpE====
12 This is shown on a one-page schedule in Company
13 Exhibit __ (TGL-6), Page 24.
11 Q. Did you request the Company to provide
15 additioﬁai evidence in support of its request?
l6 A. Yes.
17 Q. What additional evidence did the Company
18 provide?
19 A. In response to IR Stafff-61 GRW-13, the Company
20 stated that the $585,000 rate case costs are an
21 estimate at this point in time and are based on
22 contract arrangements made for cost of equity
23 | recommendations and a cost of service model.
24 Further, the Company included actual costs from
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the prior rate case. It provided signed letter
agreements in support for the cost of equity
recommendations and rate of return costs. The
Company asserts that the UWM&S charge are for
the expenses the UWM&S Regulatory Business staff
will incur processing this rate proceeding.
What services does UWM&S provide UWNR?

The services include administration,
communication, customer service, finance, human
resources, information services, legal
precurement, technical services and other
general services necessary in the proper conduct
of business.

Was the Company able to demonstrate that its
rate case outside expense requested here was
incremental to the total of all outside UWM&S
services currently in rates?

No. In response to the above IR, the Company
explained the accounting for the costé of the
Regulatory Business Staff associated with the
rate case. The Company claimed that these costs
are incremental and are separate from the UWM&S
outside charges to UWNR. But no study was

included to prove that the UWNR rate case

-35-



Case 09-W-0824

10
11
12 Q.
13
14 A,
15
16
17
18
19
20
21
22
23

24

Accounting Panel

charges were truly incremental. In light of the
current rate allowance for UWM&S outside
services and the lack of proof that the UWM&S
rate case charges are truly incremental, we have
eliminated the UWM&S rate costs from the
Company's request.

Does this adjustment have any other effects?
Yes. The lower rate case expense reéults in an
adjustment to the rate base deferral balance.
This adjustment will be addressed in the Rate
Base section.

Are there any other reasons for reducing the
company’s rate case expense reguest?

Yes. The Company’s $558,000 is unreasonably high
when compared to rate case allowance of $200,000
(IR Staff-161 GRW-33) in St Lawrence Gas
Company’s last rate case (Case (08-G-1392). This
$200,005 was amortized over three years-or
566,700 per year. St Lawrence Gas Company not
only controlled its rate case costs better then
UWNR’s current request, they also filed a
superior rate case. St Lawrence provided a
detailed FIT & SIT schedules and provided links

from historic to rate year projections. In

-36-



Case 09-W-0824

10
11
12
13
14
15 Q.
16 A.
17
18 Q.
19
20
21
22
23

24 A,

Accounting Panel

summary, our recommended allowance of $350,000
to UWNR is guite reasonable, if not overly
generous, when compared to St Lawrence Gas
Company’s $200,000, even considering the fact
that the cost of living is higher in the New
York City Area. |

Did you give the Company an opportunity ﬁo show
that there réte case costs are reasonable?
Yes. In response to IR Staff-161, GRW-33, the
Company did not provide any studies or
comparisons to show rate case expense request

was reasonable.

Productivity

Please explain your adjustment to productivity.
We are recommending a prdductivity adjustment of
$36,236.

In the various rate cases cited under the labor
adjustment, did the Commission require the
utility’s revenue requirement to include, at a
minimum, a 1% productivity adjustment even |
though the Coﬁpany's request for a bonus pay was
rejected?

Yes, in all the cases.
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In deriving its allowed base rate increase in
Case 07-E-0523, did the Commission still impute
its traditicnal non-program specific 1% labor
productivity adjustment despite not providing
Con Edison recovery of its projected rate year
variable (bonus) pay?

Yes. The Commission still imputed a non-program
specific labor productivity adjustment in that
case, but it used 2% instead of the more
traditional 1% productivity adjustment.

Did the Company reflect a productiﬁity
adjustment in its revenue requirement?

Neo. They did not.

Did you ask the Company why it did not reflect a
productivity adjustment?

Yes. We submitted IR Staff-12 CGS-1. The IR
asked the folloqing:

What level of productivity did you project in
the rate case filing? If no level of
productivity was projected, please explain why
there should be no inclusion of prbductivity.
What was the Company’s response to this request?
"The Company did not include a productivity

adjustment in the rate case. The productivity
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adjustment routinely made by Staff is based in a
claimed past Commission practice resulting from
a 1983 and 1984 Opinion in Cases 28255 and
28525. The intent of the adjustment at that
time was to account for efficiency gains not
specifically forecast in company operétions.
Throughout Mr. Pointing’s testimony he provides
numerous examples of efficiencies in the use of
personnel, the process undertaken to lower power
and chemical cosﬁs, equipment efficiencies and
many other sugcessful cost reducing efforts.

The Company has taken a proactive approach now
and in the past to monitor and implement
efficiency elements into its operations. A good
example is the acquisition of United Water
Westchester which is operated from United Water
New Rochelle, with costs for management offices,
personnel and fringe, transport and tools shared
between the two companies. This has had a net
benefit to United Water New Rochelle, where
previously a majority of these costs would have
been paid by UWNR. To routinely impose an
additional 1% reduction to the level of the

Company’s expenses without recognition of the
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savings resulting from the Company’s efforts is
inappropriate.

Do you agree with the Company’s assessment that
a productivity adjustment is unjustified given
the Company’s proposed cost cutting efforts?
No, we do not agree with the Company’s position.
In the face of current economic times and the
fact that the Company is requesting a $21
million additional increase in base rates above
the transferred surcharges, the Company should
have been able to specifically detail all
proposed cost cutting measures. The Commission
has a long standing policy of imputing a 1%
productivity adjustment, which is intended to
capture unquantifiable and unidentified
efficiencies and cost savings.

What are you proposing as a productivity
adjustment?

We aré proposing a 2% adjustment comprised of a
standard 1% productivity adjustment plus an
additional 1% productivity adjustment to capture
austerity savings.

Describe the standard 1% productivity

‘adjustment.
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1 A. This adjustment is 1% of the total of labor
2 expense, employee benefits expense, and labor
3 taxes. The Commission has a" long-standing
4 policy of imputing a 1% productivity, which is
5 intended to capture unquantifiable and
6 unidentified efficiencies and cost savings. The
7 standard productivity adjustment is not intended
8 to capture savings associated withra particular
9 program, such as the bonus pay program. In the
10 cases we cited in the incentive pay section of
11 our testimony, the Commission required a 1%
12 productivity adjustment even though the
13 Company’s request for a bonus pay allowance was
14 rejected. We propose a productivity adjustment
15 of $36,236 (Adjustment 3t).
16 |
17 Austerity
18 Q. Why are you recommending a 1% austerity
19 adjustment?
20 A. We are recommending an austerity adjustment
21 based on the current economic climate and in
22 view of the Commission decision in the Con
23 Edison (Con Ed) of New York, Inc. Case 08-E-
24 0539.
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What did the Commission recommend in the above
Con Ed case?
The Commission directed Con Ed to identify and

implement an austerity budget.

Did the Company provide an austerity budget in

this filing?

No. There is no mention of austerity in the

Company’s filing.

How did Staff calculate its 1% austerity

adjustment? |

Our proposed austerity adjustment is $39,188
(Adjustment 3u). We took the adjusted

Operations and Maintenance expense total,
removed those expenses used to calculéte the 1%

productivity adjustment, removed purchased

water, purchased power, chemicals, and the

uncollected DIP construction costs and applied
% to the remaining amount.

Has the Commission addressed austerity

adjustments in any recent major water rate

cases?

Yes. In its January 29, 2010 Order in New York
Water Service (NYWS) rate case 09-W-0237, the

Commission discussed the austerity adjustment
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agreed to in the Joint Proposal, stating “This
austerity adjustment, which comes on top of a 1%
labor productivity adjustment, and which is
worth almost $78,000 in each of the three rate
years, explicitly reflects the difficult
economic circumstances the Company's customers
are facing today.” While we realize the NYWS
austerity adjustment was part of an overall rate
settlement, we believe the_Commission’s message
was clear on what is expected of all major
utilities, including water companies, during

these difficult economic times.

Inflation

What inflation rate did the Company use to
forecast rate year expenses?

According to the pre-filed testimony of Thomas
G. Lippai on page 3 lines 13 - 21, “For expenses
that can be independently analyzed, such as
Labor, Power and Chemicals, we made adjustments
to normalize the expenses based upon known and
measurable changes. For the purpose of
projecting other expenses where such information

is not available, we used the Blue Chip
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Financial Forecast’s estimate of increases to
the GDP Price Index to reflect inflationary
trends. According to the Blue Chip Forecasts
reports of June 2009, inflation increases ranged
from 1.63% in 2009 to 1.90% in 2011. We have
assumed a 1.6% increase to forecast certain
expenses for the Bridge Period and a 1.9%
increase to forecast the same expenses in the
Rate Year ending October 31, 2011.”

What Company expenses fall into the above
mentioned inflation pool?

Using the Company’s Exhibits (TGL-1),

{TGL-4), and (TGL-6), we were able to

trace this inflation calculation to Outside
Services Other, Other Employee Benefits, Office
Supplies, Materials, Contract Services, and
Insurance.

Do you agree with the Company’s inflation pool
adjustment?

No. We are proposing to use 2.95% inflation
from the adjusted historic test year.to the rate
year.

How was 2.95% inflation calculated?
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Staff used the Office or Regulatory Economics
(ORE) inflation calculator. The inflation
calculator is based on the GDP Price Deflator.
Using the base period June 30, 2009 and the Rate
Year ending October 31, 2011, the calculator
forecasted the Rate Year inflation to be 2.95%.
We are not aware of the Commission using a
different inflation factor in setting base rates
in at least the past 10-20 years.

What is the impact on QOperations énd Maintenance
expense that Staff is_proposing based on the
modification of the inflation percentage?

We are proposing to reduce-Outside Services by
$87,608 (Adjustment ol), reduce Other Employee
Benefits by $207 (Adjustment j), reduce Office
Supplies by $170 (Adjustment s}, reduce
Materials by $i,300 (Adjustment 1), reduce
Contract Services by $930 (Adjustment m), and

increase Insurance by $27,627 {(Adjustment k).

Payroll Taxes

Based on your proposed adjustments to the

Company rate year labor forecast, are you
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proposing an associated adjustment to payroll
tax?

Yes. Based on the revised rate year labor
forecast, the associated payroll taxes will be

reduced by $13,265 (Adjustment 5).

Federal Income Tax (FIT)

What adjustments to the FIT schedule are the
Panel proposing?

We are proposing adjustments to: Interest
Expense; include a tax credit of $100,000 since
the first 10 million of taxable income is taxed
at 34%; Deferred Tax FIT - COR; Deferred Tax FIT .
Medicare Part D Subsidy; and, eliminate the
Company’s proposed amortization of previously
flowed through tax benefits.

Explain your adjustment 6a of $(400,781) to
Interest Expense.

This is a flow adjustment to reflect our Rate
Base adjustments and Staff’s recommended
weighted cost of debt.

What Federal Income Tax rate did the Company use
to forecast their current and deferred FIT?

The Company utilized a 35% FIT rate which
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represents the consolidated FIT rate.

Does the Panel agree with the Company’s use of
an effective tax rate of 35%7

No. The Commission has a long history of using a
utility’s “stand alone” FIT rate for ratemaking
purposes, starting with New York Water Service
Corporation’s rate case 29432 (Opinion 87-16,
issued July 17, 1987). This ratemaking concept
has been applied by the Commission in various
rate cases.

What FIT rate did the Panel use to forecast the
Company’s curreﬁt FIT?

We utilized the Company’s stand alone FIT rate
of 35%. However, we recognize that the first 10
million in Company taxable income is taxed at
34%. We have included a credit of $100,000 in
deferred FIT to recognize the difference between
35% and the actual rate of 34% on the first 10
million in taxable income.

Explain you adjustment 6e of $(13,034) ﬁo
Deferred Tax FIT for the amortization of the
Medicare Part D Subsidy Tax Benefits?

This is to return to ratepayers the federal and

state tax benefits related to the Medicare Part
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D subsidies that the Company has received (IR
Staff-6 GRW-1). This adjustment is the Deferred
FIT tax rate of 35% applied against the Medicare
Part D Subsidy the Company has received to date.
Why is the Panel including the tax benefits in
this proceeding?

Case 04-M-1693, Proceeding on Motion of the

Commission as to the Accounting and Ratemaking

Related to the Implementation of the

Prescription Drug and Medicare Improvement Act

of 2003 (Issued and Effective November 16,2006},

requires the tax benefits, when kﬁown, to be
returned to taxpayers. Our adjustment imputes
the tax benefits for the actual subsidies the
Company has received to date. If the 2009
subsidy is known prior to the filing of the
Brief on Exceptions, the amount of the subsidy
should be included as an update. If it is not
known prior to the filing of the Brief on
Exceptions, any actual amounts received should
be deferred for future ratepayer benefit.
Explain adjustment 6d of $(160,601) to Deferred
Tax FIT - Cost of Removal (COR).

This is to amortize the estimated COR deferred
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1 tax effects over a five year period. The amount
2 of our adjustment is based on numbers the

3 Company provided in a response to IR Staff-84
q- GRW-19.

5 Q. Pleése continue.

6 A. COR are the costs the Company incurs when it

7 retires a plant item from service. Normally, a
8 company is allowed a tax deduction for this

9 expense on its FIT calculation. At June 30,

10 2009, on its books the company had both an ADFIT
11 and ADSIT COR balance.

12 Q. Does the Company claim a deduction on its
13 federal tax retprn:for COR?

14 A. Yes. However, the Company did not reflect a COR
15 deduction in its rate year income tax forecast.
16 Also, the Company’s rate case filing did not

17 include a detailed tax return calculation (IR
18 Staff-9 GRW-4) for the historic year period.

19 Q. What is the Company’s ratemaking policy for the
20 tax savings associated with it’s COR deduction?
21 A. It did not address this item in its filing. 1In
22 response to IR Staff-84 GRW—l9,lthe Company
23 explained that it inadvertently failed to

24 include this item. Attachment 2 shows both the
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19
20 A,
21
22
23

24

Accounting Panel

Federal and State deferred COR tax for each of
the five years from 2007 through 2011. These
annual deferrals are based on the annual Cost of
Removal amounts taken as current tax deductions.
Each year’s amount is amortized over five years.
Is the Company’s recommendation consistent with
Commission precedent?

Yes. In December 1971, the Commission
established normalization accounting for COR,
and decided that the annual deferred tax effect
should be amorﬁized over a five-year period. We
recommend that cone-fifth of the ADFIT-COR for
each of the above five years, 2007 through 2011,
be amortized in the rate year. A rate base
adjustment of $(58,712) is required to reflect
the ADFIT - COR associated with the S year
amortization of the COR tax deductions.

Are there any other adjustments related to this
cost of removal issue?

Yes. Cost of removal is also deductible for NYS
income tax purposes, and the Company did not
make any adjustment for this. We are proposing
adjustment te the state income taxes and to rate

base, the same as we did for federal income tax
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10
11 A.
12
13
14
15
16
17
18
19
20
21
22
23 Q.

24 A,

Accounting Panel

purposes.

Does the Panel have any cther comments on this
issue?

Yes. If the Commission adopts our proposal to
amortize the deferred tax savings over 5 years,
the Company should be ordered to continue this
5-year policy until otherwise ordered by the
Commission.

Please explain your adjustment to Amortization
to flow-through tax of $13é,472.

Adjustment 6f eliminates the $134,472 and is

composed of three parts:

$12,178 Eliminate amortization on non-utility
plant

44,857 Increase amortization period from 22
to 35 years

75,912 Amortization of utility plant over 35
years

5132, 947 Total

What does this $132,947 represent?

In a response to IR Staff-11 GRW-6, the Company
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21
22
23

24

Accounting Panel

explains that the amcrtization represenfs an
annual amortization established in its last
Case, 04-W-1221 for previously flowed through
tax benefits. These benefits were flowed through
to our customers pricor to the adoption of tax
normalization accounting made mandatory by FAS
109 and PSC Case 92-M-1005 on January 15, 1993.
Did the previous rate case result in a
settlement?

Yes. The last case ended in a four year
settlement. The terms of any settlement have no
precedential value.

Please explain normalizaticon accounting and how
it differs from flow through accounting.
Normalization accounting reguires the
recognition of the cost and the associated tax
benefit at the same time for rate making
purposes. This differs from flow through

accounting, where tax benefits are used to

-reduce revenue requirements prior to recognition

of the associated expense. So in latter periods,
under flow through accounting, when an expense
item is recognized for rate making purposes,

there is no tax benefit to mitigate revenue
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24 A,

Accounting Panel

requirement impacts. The Company’s income tax
calculations show that there is a tax benefit
for every dollar of book depreciation in their
filing. But in reality there is some book
depreciation that has no associated tax benefit.
Please explain your first adjustment to reduce
the amortization for non utility plant items.

We have reduced the amortization for non utility
plant items by $12,178. These items include:
deferred pension costs, deferred rate case
costs, deferred tank painting costs, and all
other. The tax benefits for all these items have
always been normalized. So at the time of the
mandatory normalization requirements, there was
no need to measure previous flow through tax
benefits because there was none. Further, in the
response to IR Staff-104 GRW-23, the Company
agrees that the above cost items are off the
books. This claim for recovery is nothing more
than retrcactive rate making.

Please explain your adjustment of $44,857 to
increase the amortization period from 22 years
to 35 years.

In response to IR Staff-104 GRW-23, the Company
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24 Q.

Accounting Panel

stated that the longest remaining life of
utility plant at 1993 was 35 years. We recommend
that fhe amertization be consistent with the
remaining years of the plant. This compensates
the Company for the years there is no longer any
tax benefits for the book depreciation expense.
Also this amortization period is consistent with
the amortization period used at United Water New
York.

Please explain why you have eliminated the
remaining $75,912. ‘

This adjustment eliminates the adjusted annual
amortization of $75,912. In a response to IR
Staff-11 GRW-6, the Company says the calculation
of $2,656,914 by vintage class is not available.
The Company must be required to prove that the
unamortized balance is reasonable. Without
knowing the amounts by vintage year, this
determination can not be made and therefore any
amortization for the utility plant balance must

be disallowed.

State Income Tax (SIT)

What adjustments to SIT is the Panel proposing?
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Accounting Panel

We are perosing adjustments to: Interest
Expense; Deferred Tax SIT for Cost of Removal;
and, Deferred Tax SIT for the Medicare Part D
Subsidy.

Explain your adjustment 7a of $(400,781) to
Interest Expense.

This adjustment flows from Staff’s Rate Base
reductions and Staff’s recommended weighted cost
of debt.

Explain your adjustment 7c¢ of $(39,600) to
Accumulated Deferred SIT - Cost of Removal
(COR) . -

This is to include one-fifth (20%) of the COR
AD-SIT deferrals for years 2007 through 2011
into this rate proceeding. The reasoning for
this adjustment was discussed above in the FIT
section.

Explain adjustment 7d of ($3,214) to ADSIT -
Medicare Part D Subsidy.

This is to include the tax effects of the
subsidy the Company has received to date, also

explained above in the FIT section.

Rate Base
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1 1. Cash Working. Capital

2 0. Explain Staff’s Cash Working Capital Allowance

3 adjustment of $(1,454,976).

4 A. Our adjustment, as shown on Schedule 6, to cash
5 working capital tracks Staff’s adjustments to

6 O&M expenses.

7

8 2. Deferred Rate Case Expense

9 Q. Explain adjustment 8c2 of $(111,357) to Deferred

10 Rate Case E#pense.

11 A. This adjustment flows from our rate year expense
12 reduction to the O&M rate case expénse, as

i3 explained above.

14

15 3. Accumulated Deferred Income Taxes

16 Q. Explain adjustment 8d of $82,429,

17 &A. This adjustment is comprised of 2 parts:

18 _ 1. COR and Medicare Treatment 5(73,337)
19 2. DIP related 155,766
20 Total 5 B2,429

22 Q. Is the Accounting Panel supporting all of the
23 above adjustments?

24 A. No. The Accounting Panel is supporting
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1 adjustments 8dl. Staff witness Visalli is

2 supporting all other adjustments related to the
3 DIP project.

4 Q. Explain your adjustment fof the reversal of the
5 cost of removal.

6 A. This adjustment is for both the FIT and SIT

7 items. The Company has a deferred FIT - COR

8 balance of $534,765 and a Deferred SIT - COR

9 balance of 157,835. The Company should be

10 reversing this amount back to the rate payers
11 over a number of years, but it is not. QOur
12 adjustment is to reverse this amount back over 5
13 years. Plus it includes an amount for the tax

14 effect of the COR incurred in the bridge period
15 and rate year.

16

17 Earnings Base Capitalization Adjustment
18 Q. In general terms, what does the Earnings Base

19 Capitalization adjustment represent?
20 A. The Earnings Base Capitaiization (EBCap)
21 adjustment represents the average amount by

22 which the historic test year earnings base (rate
23 base + interest bearing construction work in
24 progress}) differs from the capitalization (long
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24

Accounting Panel

and short term debt + preferred stock + common
equity) which supports that earnings base.
Generally speaking, what causes earnings base Fo
differ in amount from the capitalization which
supports it?

There are many reasons for such differences,
including but not limited to: (1) the
arbitrariness of the cash working capital
allowance in rate base, {2) paying state and
federal taxes on a quarterly basis while
collecting monies for such taxes from ratepayers
on a monthly or bi-monthly basis, (3) paying
interest on long term debt on a quarterly or
semi-annual basis while collecting monies for
such interest payments from ratepayers on a
monthly or bi-monthly basis, (4) the fiming of
when expenses are actually incurred / paid
compared to when such monies are collected from
ratepayers, {5) the lag in receiving and then
paying invoices versus when the cost was
actually incurred, and (6) the company's cash
management efficiencies / inefficiencies. It
should be noted that the above reasons may not

all be applicable to every utility.
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19 A,
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21 Q.
22
23 A.

24

Accounting Panel

What has been the Commission's ratemaking policy
with regard to the -EBCap adjustment?

The Commission's policy has been to reduce the
projected rate year rate base by the excess
historic test year (HTY) EBCap adjustment.
Inherent in this policy is the assumption that
beyond the HTY, every dollar of earnings base
addition or reduction is matched by a dollar
change in capitalization. The EBCap adjustment
results in setting rates on the capitalization
that supports rate base rather than on rate base
itsélf. To do otherwise would result in
providing the utility with an excess return on
the portion of rate base which has no
capitalization (and thus no cost of capital)
supporting it.

How much did the Company include in its rate
case presentation for the EBCap adjustment?
The Company used an EBCap adjustment of $0, as
shown on Schedule 1, line 16 of Exhibit KHD-5.
Why did the Company use an EBCap adjustment of
$0?

As shown on page WP-EB of its pre-filed

workpapers, the Company actually calculated the
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Accounting Panel

EECap adjustment to be negative $597,427 (i.e.,
the HTY average capitalization exceeded the HTY
average earnings base by $597,427). However,
because capitalization exceeded earnings base,
the Company limited itself to an EBCap
adjustment of $0.

How did the Company determine the EBCap
adjustment to be negative $597,4277

As shown on page WP-EB of the Company's pre-
filed workpapers, the Company determined its
total average HTY capitalization, aftet
eliminating the portion of capitalization that
supported interest bearing construction work in
progress, to be $74,810,119. This net amount
was then compared to the Company's calculation
of HTY rate base ($74,212,693). The $597,426
difference represents the Company's calculated
EBCap adjustment.

Do you agree with how the Company determined its
EBCap adjustment? |

We disagree with the Cogpany's computation for
the following reasons: (1) the Company’'s
calculation of HTY earnings base erroneously

includes a paper credit which should have been
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24

Accounting Panel

excluded; (2) the Company's calculation of HTY
earnings base should have included three book
balances. These—book balances are earning an
allowed carrying charge return (interest
income); as such, they should be included in
earnings base just as is interest bearing
construction work in progress; and, (3) the
Company did notlfactor in how accrued utility‘
revenues affect the EBCap calculation. The
impact of the above adjustments is to increase
the EBCap from $(597,427) to a 59,812,040 rate
base reduction or an adjustment of $92,812,040
(Adjustment B8e}.
Please summarize your adjustment.
The adjustment of $9,812,040 is as follows:
52,000,000 Eliminate company placeholder from
Earnings base
$6,473,701 Eliminate capital that financed
certain deferred assets
$1,935,766 Reduce capital for non-cash booking
($597,427) EBCap per Company

$9,812,040 Total
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24

Accounting- Panel

Please explain youf $2,000,000 adjustment
increasing HTY earnings base.

Company Exhibit KHD-3, Schedule 1 includes on
line 3 an ambunt of $2,000,000 for an AFUDC
adjustment to the Company’s historic rate base.
Company witness Doherty explains, on page 6 of
his testimony, that this is a “placeholder”
adjustment agreed to during Staff’s audit of the
Delaware Interconnection Project (DIP)
construction costs included in the Company’s DIP
surcharge. The "DIP placeholder adjustment” is
a ratemaking paper-entry that was not actually
recorded on the Company’s historic books as a
reduction to DPIP Interest Bearing Construction
Work In Progress (IBCWIP). Since the EBCap is a
calculation using £he actual historic book
balances, the $2,000,000 paper entry must be
removed from the EBCap measurement in order to
properly match HTY earnings base to HTY
capitalization that supports earnings base.
Please explain your adjustment of $6,473,701.
The adjustment increases the Company’s level of
HTY earnings base in the EBCap adjustment for

three deferred assets (A/C 14220 Customer
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Accounting Panel

Accounts—Recéivable Manual Billing, Account
18622 Deferred Purchased Water-Approved and
Account 18630 Revenue Reconciliation). The
Company 1s earning a carrying charge return on
these assets (IR Staff-156 GRW-31). As such,
these assets must be treated in the same manner
as interest bearing construction work in
progress (i.e., included in HTY earnings base).

To not include these assets in HTY earnings base

‘for EBCap purposes would provide a double

recovery, once in rate year rate base as the
EBCap adjustment would be understated, and again
through the accrual of interest.

Does the Company compute its EBCap adjustment in
the same manner as Staff?

No. Staff, as it does in all rate cases for all
major electric, gas and water utilities,
includes interest bearing construction work in
progress in earnings base, since such assets are
earning a return (i.e., AFUDC). The Company
subtracts interest bearing construction work in
progress from the capitalization supporting rate
base. Both methodologies produce the same end

EBCap result. Thus, under the Company’s
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24 Q.

Accounting panel

methodology, the above noted three deferred
assets would have to be removed from the
capitalization that supports rate base.

Would you please explain your EBCap adjustment
related to accrued utility revenues?

During the HTY, the Company had an average
balance of $3,210,000 for accrued utility
revenues {also known as unbilled revenues).
This represents the average amount of revenue
due the Company for services rendered but not
yet billed. Unless properly adjusted for,
accrued utility revenue creates-a mismatch in
the EBCap calculation - the equity component of
capitalization is higher since the accrued
utility revenues have been booked to retained
earnings, but rate base is not higher since
there i1s no cash on hand from the unbilled
revenues to invest in plant additions. As sﬁch,
to properly match rate base with the
capitalization that supports rate base,
capitalizatién must be reduced by the net of tax
effect of these accrued utility revenues
($1,936,000).

What is the Company's position with respect to
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Accounting Panel

this adjustment?

In response to IR Staff-160 GRW-32, fhe Company
indicated it recognizéd that the Commission has
included unbilled revenues in calculating the
EBCap adjustment. However, the Company also
stated its belief that the only portion of
unbilled revenues that should potentially be
used is the net of taxes and expenses.

According to the Company, to do otherwise would
incorrectly be assuming that the gross amount of
unbilled revenues is included in retained
earnings or capitalization.

Do you agree with the Company's position that,
for EBCap purposes, the unbilled revenue
adjustment should be net of operating expenses,
and taxes?

I agree that the adjustment should be net-of-tax
since the Company paid income taxes on the gross
unbilled revenues and thus the EBCap mismatch
between earnings base and capitalization
(retained earnings) is on the net-of-tax amount.

As for operating expenses related to these

unbilled revenues, I can not render an opinion

at this time as to whether I agree or disagree
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Accounting Panel

with the Company's position. The Company did
ﬁot provide enough information in its IR
response to make that assessment. In rebuttal,
the Company should fully explain which costs it
proposes to net against the unbilled revenues,
why such netting is appropriate for EBCap
purposes, and how such costs were accounted for
during the HTY. The Company should also fully
explain why the expenses it wants to net against
the unbilled revenues is not a double count of
the FERC cash working capital allowance
adjustment. Finally, the Company should provide
quantifications of each such cost along with the

sources for each cost.

SUMMARf
What 1s your revenue requirement recommendation
in this proceeding?
After including all of Staff’s adjustments, we

recommend that the Company receive not more than

$15,636,491.

Does this conclude the Panel’s testimony?

Yes.
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PUBLIC SERVICE CCMMISSION CASE 09-W-0824

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY /DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-6 GRW-1
Requested By: Gerald Wojcinski
Date of Request: December 16, 2009
Response Due: December 28, 2009
Witness: Thomas G. Lippai

Subject: Calculation of Medicare Act Benefits

The Commission’s Order, Adopting Accounting for the
Medicare Act Effects, Case 04-M-1693 & Case 91-M-0890, issued
and Effective November 16, 2006, explains that the subsidy
provided under the 2003 Medicare Act will cause reductions in
the utilities rate allowance for OPEB’s in three direct ways:

1. Upcon implementaticn of the act there will be an actuarial
gain that results from the reductions in The APBO.

2. Service Costs reflected in the net periodic cost accrual will
be lower to reflect the subsidy. '

3. The non-taxable status of the subsidy will provide a tax
benefit.

A. Demonstrate and explain how each ¢f the above three impacts
are included in the Company’s rate request.

B. Provide a list of all subsides/reimbursements to date, by
calendar year, and estimate all expected
subsidies/reimbursements that will be received through the end
of the rate year. Provide all calculations.

C. Provide a list of all deferred tax benefits that resulted
from the Medicare act to date, by calendar year, and estimate
all tax benefits that will be realized through the end of the
rate year.

Response:

A. United Water’s prescription drug plan is actuarially
eqgquivalent to Medicare Part D's plan and as a result
qualifies for the Part D subsidy provided to employers
sponsoring such plans. New Rochelle is included in the
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CASE 09-wW-0824 United Water New Rochelle

program. With respect to each of the three compconents of
this, the Company’s actuary has represented that:

1. The APBO is reduced each year for the projected future
subsidy amounts expected under the Part D reimbursement
pregram. For example, in the 2008 wvaluation, the APBO
was reduced by $298,101.

2. Service Costs have been reduced to reflect the subsidy
and the net service costs are included in the cost
estimates.

3. The Part D subsidy is a non-taxable amount to the
company. As a result, the entire amount of the subsidy
inures as a reduction in the obligation, service cost
and the resulting annual expense that is reported for
rate purposes each year.

Therefore, the Company’s rate request incorporates the
costs provided by the actuary which reflect the reductiocn
in the APB(O, the lower service cost is included in the NPC
and the tax benefit has been reflected.

B. Please see below for a list of the estimated subsidies to
date and through 2011 from Medicare Part D cash payments:

2006 $15,422
2007 $ 8,842
2008 $ 8,710
2009 $4,267 (partial year) - Estimated for full

year to be $16,000

Historic Test
Year - end of
Rate Year 540,833

The above are computations based upon the prescription
drug transactions during each pericd and the subsidy
formula provided under the 2003 Medicare Act.

C. Please see table below for deferred tax benefits realized

through 2008, estimated at 2009 and estimated for 2010 -
end of the rate year.

APBO
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CASE 09-W-0824 United Water New Rochelle
Benefit Deferred Tax
2006 $291, 304 $185,770
2007 $307,182 $195,896
2008 $298,101 $190, 105
2000 $566,000 $360, 950
2010-
End of

Rate Year $1,18%9,000 $758, 250
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PUBLIC SERVICE COMMISSION CASE (09-w-0824

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-9 GRW-4
Requested By: Gerald Wojcinski
Date of Request: December 21, 2009
Respcnse Due: January 6, 2010
Witness: James Linn

Subject: Federal and State Income Taxes

Flease refer to United Water New Rochelle, Comparative Statement
0of Income for the Years Ending June 30, 2006, 007, 2008, 2009
as shown in Exhibit KHD - 1, Schedule 2, Page 1 of 1.

1. For the following Accounts and amounts listed below, for the
Twelve months ended June 30, 2009, show how the amounts were
calculated. Provide all workpapers.

A. Account 409.1 Income Taxes - Federal $2,100,146
Income Taxes - Other $ 779,857

B. Account 410.1 Provision for Deferred Income Taxes
$(446,155) .

Response:

Please refer to the attached Excel file for the requested
calculations.
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United Water New Rochelle Attachment Stal-9 GRW-4
12 Months Ended 6/30/2009

Description

Pretax Incameo - YTO Current Menth 5338721 6.118,888 6,294 131 6.743.383 7.392.503 7.782.522 582,103 685529 1,197 118 1811564 2,342 364 2872523
Pretax Income - YTD Prior Month 4184518 533872t 6,118 808 6294 131 6743393 7,392 503 4] 582,103 685,529 1,197 118 1,811,564 2,342 364
Pretax Incoma - MTD 1,154203 780,167 175,243 449, 262 649,109 390.021 SB2 103 103,426 511,589 614 446 530,800 530,159
Current Federa! Effective Tax Rate -2283% -22 B3% -3.20% 5.23% 5.23% 8.48% 29 46% 29 46% 44.70% B 65% 29.46% 17.95%
Deterred Federal EXective Tax Rate 54 11% 54 Tt% 35.10% 29 59% 29 59% 24 48% 160% 1 60% -12 50% 2331 % 160% 13 92%
Total Current & Deferred Federal Rate 31 88% 31 88% 31.90% 34 82% 34 82% 32 96% 31 06% 31 06% 32 20% 31 96% 31 06% MNET%
Currem State Eftectiva Tax Rate “12T% -1 2% -1.20% 0 65% 0.65% 1.28% 10 38% 10 33% 12.16% 200% 10 38% 4 66%
Deferred Siate Effuctive Tax Rate 15 84% 15.84% 9.90% 4 96%. 4 36% 7 98% 0.27% 027% -303% 7 15% 027% 4.46%
Tolal Current & Deferred Stale Rate B57% B57% 8.70% 561% 561% 926% 10 65% 10 65% 913% 915% 10 65% 9 1‘2#%
Combina Rate 4045% 40 45% 40 60% 40 43% 40 43% 42.22% 41 T1% AN T1% 41 33% 41 1% 1 71% 40 99%
Current YTD @ Current Fed Effactive Raie T e . f : 352,679 386.628 £59.6958 111.488 201,957 535.112 156.700 690.060 315618
Prior YTO @ Prior Current Fed. Effeclive Rale s ' R LN R 352 679 386,628 [*] 171488 201.957 535112 156,700 £90 060
Current Fecaral Tax . 1195530 554,092 33,948 273,330 171,488 30,469 333,155 = 533,360 EEE
Adjustmaents Currenl o Deferred Tax - o s K 24913 - G 82 35
Current Tax Per Ledger - . 1,1692.793 501,164 33,948 298,242 171,487 30,462 333,106 : 533,442 : 2,100,145
Current YT @ Current State Effective Rate N EE o 43,832 48,051 99,616 60,422 74158 145.570 36.231 243197 133 860
Pricr YTD @ Prior Curent State Effective Rate Lt . xR} . R 43 822 48 051 o] 60,422 71,158 145570 36,231 241127
Current State Tax . 360314 119,362 4218 51,565 50,422 10.736 74412 - 206,906 ' :

| Adjustment Current ta Deferred Tax : 16,925 e 334 337 § 60 14
Current State Tax Per Ledger . j C 386 239 30,053 4219 385 502 60 422 £0.733 74,407 : 206 966 § 779857
Current Y0 @ Deferred Federal Eff. Rate 2920814 3347644 2,209,240 1,995,270 2,187 442 1,905,162 4.314 10,968 : k. 422.276 3arare 399,855
Prior YTD @ Prior Def Fed Eff. Rate . 2289441 2920814 3347644 2,209,240 1,995,370 2,187 442 4] $,314 10,958 : 422 276 37,478
Deferred Federal Tax £31373 426,829 R : 192 071 S 9,314 1,655 i 571.915 i 362,307
Adjystment Deferred to Currant ‘ 18 2498 53,165 / ~ 25 2626 B 3, 34
Deferred Federal Tax per Ledger £31.373 426 B47 e feo 192,069 g 314 1 654 E— 574 541 RN 366,32
Current YTD @ Deferred State Eff. Rate 845653 969,232 623,119 334,472 366,668 621,045 1.572 1,851 o 129,527 5,324 128,115
Prior YTD @ Prier Def State Eff. Rate 862733 845.653 969,232 623 119 334 472 366,668 [+] 1572 1,851 S 129527 6,324
Deferred State Tax 182,860 123.578 i [ 32,196 254 377 1.572 279 oLt 165,800 L 121 790
Adjustments 5 4 857 67 525 10 . . 26 C 766 S
Deferred State Tax 182 850 123,584 R AN 32,195 254 307 1.512 219 MR 165.008 fe T 120,568 157 541
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PUBLIC SERVICE CCMMISSION CASE (9-w-08214

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-11 GRW-6
Reguested By: Gerald Wojcinski
Date of Request: December 21, 2009
Response Due: January 6, 2010
Witness: James Linn

Subject: Federal and State Income Taxes

Please refer to Exhibit TGL - 8, page 2

Shown on that Exhibit is an amount of $134,472. Please explain
what that amount represents and provide calculations of that
amount .

Response: This amount 15 an annual amortization established in
the Company’s prior case, 04-W-1221 and can be found on Staff
Schedule 4 of Staff Exhibit RMD-1 in that case. This amount,
which should be corrected to $132, 947 represents the
amcrtization of the previously flowed-through tax benefits that
were passed through to our customers prior to the adoption of
tax normalization accounting made mandatory by FAS 109 and PSC
Case 92-M-1005, 1/15/93. The attached Excel file shows the
derivation of the corrected amount.







CASE 09-W-0824

United Water New Rochelle

Exhibit___ (ARP-1}
Page 7 of 139

Amounts Recoverable for Previously Flowed-Through Tax Benefits

Unrecognized Temporary Differences at 12/31/1993 (see GWC file from 1993):

Utitity Plant

Deferred Pension Cost

Deferred Rate Case Cost

Deferred Tank Painting

Other Deferred Charges

All Other

Total Previously Unrecognized Temporary Differences
Current Federal Income Tax Rate

Federal Taxes on Unrecognized Temporary Differences
Recovery Period:

Estimated Remaining Life of Underlying Assets in 1993
Years not recovered {1993 to 2005}

35 years
13 years

Federal
Taxes

$ 7,591,185
263,909
232,759
170,149
196,500

97,845

$ 8,356,657

35.0%

$ 2,924,830

Recovery period following 2004 rate case
Annual Increase in Taxes Recoverable from Customers
Note - Annual Amount Recovered in 2004 Rate Case
Reduction from 2004 Rate Case

Note - Company recorded state income taxes on cumulative temporary differences
when state income taxes were first imposed on regulated utilities in 2001,

22 years

22 years
$ 132,947
$ 134,472

$  (1,525)

That was incorrect, and those taxes need to reclassified to regular deferred state tax accounts.

T:\projecti09-W-0824 United Water New Rochelle\Company Resposnes\STAFF-11 GRW-6109-W-0824 STAFF-11 (GRW-6) Attachment -

Tax Flow Through Recovery.xls
New Rochelle Rate Support Page

Printed 4/6/2010 at 8:46 AM
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United Water New Rochelle
SFAS 109 Analysis

Exhibit___(ARP-1)
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I. Property Piant & Equipment l Bal at I 1992 Bal at | 1993 | Bal at
Boox Basis of PPAE Actual 12-31-92 Actuat 12-31-93
1.Gross Plant in Serv (excl non-depr plani} 38,203,810 3,528,680 41,732,490 1.431.255 43163 745
2 Uity Plant Acquisiton Adjustment
3 Accumulated Depreciaton 382,297 9,652,958 403,675 10,056 642
4 CIAC {none in New York)
5.Pre 1987 ARC * { & Post 08/12/96) {netted against PPE)
6.Accum Depr on Pre 1987 A&C * 1233 442 13773
7 .Post 1986 Custormer Advances * 144,991 EA 50.002
Net Book basis (142-3-4-5+6-7) [ 28933139 ] 3,146,382 | 319478721 1123001 ] 33070873}
Tax Basis of PPAE; [ - atiowsd o Depr Contbuted proparty
Gross Plan 36,928 101 3eee 172 40,616,273 2,137,609 42.753.882
Accumitated Deprecialion 21.995 697 1.423.956 23,419,883 1,523,226 24 943,079
Net tax basis [34.932.204 ] 2,264,216 | 17.196.420 | 614,383 | 17,810,803 |
Bock over Tax Basis - Temporary Difference [ 14000835 ] 882,167 | 14,751,452 | 508.618 | 15,260,670 |
Projection of Federal & Stato Defi ¢ Tax Bal per APB 11:
1992 1993
State | Fodoral State | Fodoral
Beginning balance 2,129.081 2,129,081
Curent year expense 279.843
Prior year expense correction 1.236
IRS Audit Adjustments
Current year Advances 91,514
Prior years Advances comechon )
Other
Ending Batance | 2,129.081 [ 2.449.701
SFAS 109 Calculations: 1992 1993
State Tax Rate
State Deferred Income Tax Balance per SFAS 109 -{Dr) Cr [:i:i :}
State Bal on Bocks per APB 11 - {Dr) Cr ]
State Bal on GW Bocks an condemnatians per APB 11-{Dr) Cr <G Books>
Tete! Siate Def laxes per APB 11 - {Dr} Cr E
SFAS 109 State Def Tax adj before gross up - (Dr) Cr
SIT Regulatory Liab (Asset) before gross up - (Dr) Cr
SFAS 109 State Def Tax ad] sfter gross up - (D) Cr < Com Ad}
SIT Regulatory Liab (Asset) aftar up -(DrjCr < Cun Adf
Balance of State Def Tax per SFAS 109
Valuation Allowance {only if Def Tax Asset} < Cum Ad|
Net State Def Tax per SFAS 109
Temporary Oifference, less State Def Tax Bal per SFAS 109 14,751,482 15.280.070
Federal Tax Rale 35% 35%
Federal Deferred Inceme Tax Balance per SFAS 109 - (Dr} Cr 5,344,025
Federal Bal on Books per AFB 11 -{Dr) Cr 2,129,081 2449701
Federal Bal on GW Books on congemnations per APB 11+Dr) Cr 241,740 <Gw Booksr 234,409
Tota! Fed Def taxes per APB 11 - (Dr) Cr 2,370.821 2,684,110
SFAS 109 Fed Def Tax adj before grass up - (Or} Cr 2.792.187 2.656.915
FIT Regulatory Liab (Asset) before gross up - (Or) Cr NREEN Do
|3FAS 109 Fed Oef Tax ad) after grozs up - (Or) Cr 4,205,672 = Cunt Adj 4,087,562
y Liab {Asset} after gross up - {Dr} Cr (3,295 0735 « Cum G
HBalance of Federal Def Tax per SFAS 103 8,537,263
Valuation Allowance (only if Def Tax Asset) | < Cum Adj |
Net Faders) Def Tax per SFAS 105 | | 8,537,263
Reconciliation of 1993 Federal Deferrred Tax Bal Valuati 1ces & Regulatory Assgats & Liabilities por SFAS 109
1993
Stato ]__Federal
Dof Tax | Rag Assot ] DefTax | Reg Asset
[ Deforred Taxos |
Beginning batance 2,129,081
Cumulatrve SFAS 109 adjust 4295672
Current year expense-APB 11 281,079
Current year exp-SFAS 109 ad) N 208,110
Current year A&C 91514
Qther ' N
Ending Batance [ I | 6537263 ]
Tl an ]
Beg:nning balance
Current year exp-SFAS 109 ad|
Ending Batance
Net Daf Taxes & Reg AssetLiab 6.537.263 Lo
Ending Balance per above 6.537.263 i
Ditference
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United Water New Rochelle
SFAS 109 Analysis

Exhibit___ (ARP-1)
Page 9 of 139

Summary of Net Deferred Taxes and Net Regulatory Assets and Liabilities

1993 ]
| State | Foderal |
A. Def Taxes per APB 11 2449101
B Add1 Def taxes due to SFAS 109 ZB656,915
C. Add'f Def Taxes due to Reg Assel/liab 1,430,647
Tota! Deferred Income Taxes I | 6.537.263 |
Regulatory {Asset) / Liability | - (B + C) ] [ [ ]
Analysis of Property Plant & Equipmont Basis Difference
[ 12-31.82
Plant 1 Dopr [ NetPPAE
Hook Basis of Plant 41.732.490
Book AGC 131,650
41,600,840 9,652,968 31,947,872
Basis Differences
1) AFUDC
2) Cverheads capitalized
3) Deterred gan o condemnation -
4}1TC Basis reduchon [
5} ADR naormal retirements 206,942
6; ACRS/MACRS nomal rebrements 108,943
7} Pre-ADR Retirements 84,873
&) Retrerment % Adjusiment 44,358
9} Pre 87 ARC
Adv ded for books 392,978 344,359
10) Pocantco Planl 80,848
11) Retre leasahold Improv 52.854
12) Accum Depr on Pre 87 A&C .
Adl Other (1) 47,240 RS TLTEE et
Tax Basis of Plani 40,616,273 23,419,853 17,196,420
Posl 1986 Nel ASC! [_A&Crecd | Refunds I Nel Pre 87 ASC | Total ABC
1992
1991 82919 40,897 42 022
1990 23,597 5.024 18,573
1989 35,738 7.373 28,365
1988 253,064 11,872 24713
1987 21,088 12,820 ) 8.268
[ 422.346 | 77,987 | 344 359 48,619 | 392978
Reasons for 5FAS 109 adjustment on Property Plant & Equipment
Amount of federal adjustment bafore gross up 2792187 | {DR)/CR
1) Approximately 32% of plant was placed in servica prier to 1971 (Pre-ADR
Praperty). which was flowed through per PUC orders
2) Error on how we record Deferred Taxes on ADR Property - Caleulaton
compares Tax Basis of Plant. Straight Line. Tax versus Bock Life. This
mathed ignores accetprated tax depreciation and understates deferred taxes
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United Water New Rocheile
SFAS 109 Analysis

Exhibit___(ARP-1)
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Il investment Tax Credit
Beginning balance

1992

12,352

1993

16.689

Current Year Amortization
IRS Aud adjustment 37,028
Pror year ITC Earmed i
Other
L 1992 1993
SFAS 109 State Def Tax ad) before gross ug - (D) Cr
SIT Regulatory Liab (Asset) before gross up - (D) Cr
SFAS 103 Stato Oof Tax adj after gross up - (07} &r « Cum Ad]
SIT Regulstory Liab {Assot) after grosa up - (Dr) Cr « Cum Ad)
Batance of State Dof Tax per SFAS 109
Valuation Allowanee {only if Def Tax Asset) < Cum Ad)
Net State Got Tax por SFAS 109
SFAS 106 Fed Def Tax ad) betore gross up - (Dr) Cr . e '
FIT Regulatory Liab [Asset) before gross up - (Dr) Cr 277.348 271549
SFAS 109 Fod Dof Tax ad; after gross up - (Dr) Cr {826,659} « Cym Ad) (417,760
FIT ul Lizb after gross up - {0n) Cr 428,689 «Cum Ad) 417,768
Balance of Fedaral Def Tax per SFAS 103 (425 Goy) (417760
Valuation Altowance {only if Dai Tax Aasat) < Cum Adj
Net Federal Def Tax per SFAS 109 (426 508 {41700

Reconciliation of 1993 Federal Deferrrod Tax Bal

latory Assets & Liabiliti

per SFAS 109

[ Delerred Taxes ]
Begnning balance
Curmulabve SFAS 109 adjust
Curren! year exp-SFAS 109 ady
Ending Balance

1 Valuation Allowance |
Beginning balance

Current year exp-SFAS 109 ad)
End:ng Balance

Net Def Taxes & Reg AssetiLiab
Ending Balance per above
Difference

1893

| Foederal

Def Tax T

Reg Assol | Dol T,

ax | RogAsset

426.689

8.921

| 417.768

I

1

417 768

417,768

A. Def Taxes per APB 11

B Addl Def taxes due to 5FAS 109

C. AddT Def Taxes due o Reg Asset/Liab
Total Deferred Inceme Taxes

Regulatory (Asset) f Liability [ - (B + C}]

Summary of Net Defarred Taxes and Net Regulatory Assets and Liahilities

1933 |

Slate Federal

]

[ 417,768 |
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United Waler New Rochelle United Water New Rochelle
SFAS 109 Analysis 2004-2005 SFAS 109 Analysis
V. Tank painting Expense 1992 1993
Beginning balance:
186601 185-07 Uniontown 6,535 N.&
186601 185-10 DaisyFarms 22.795 H
186601 186-12 Hillside 18 966 {
186601 186-14 Villard 24.064 {
186601 186-17 Beacon 38374 {
186601 186-22 Baylis 31.223 |
186601 186-24 Ardsley 15471 |
186601 186-27 Uniontown 45,573 {
|
|
Current year additions N
Current Year amortzaton 32.852
Ending Baiarce
Projaction of Fedoral & State Defarred Tax Balances per APB 11:
16592 1893
State 1 Fedoral State | Fodoral
Beginning balange 283725
283-03 Daisy Farms aQ 10,498 NiA N/A
28304 Hilside 0 1,579
283-07 Uniontown Y] 3.018
28314 Villarg ] 8,185
283-17 Bencon 0 13.038
283-22 Baylis 0 10.616
283-2a Asdsley 0 5.261

28309 Hastings 20
283-24 Unientown 16,495

(=]

| 73.710 73710

Curreni year additions :
Ending Balarce [ 73.710 51,049

1,992 1593
State Deferred Income Tax Balance per SFAS 109 - (Dr) Cr

State Bal an Books per APB 11 - {Dr) Cr
SFAS 1009 State Def Tax adj before gross up - (Or) Cr
SIT Regulatory Liab (Asset) before gross up - (Dr) Cr

SFAS 109 State Def Tax adj after gross up - (D7) Cr ) « Curn Ad]
STF latory Lish after -{encr ) i ' < Cuzn Ad]
Balance of State Def Tax per SFAS 109
Valuation Allowance {only if Def Tax Asset) < Cum Addj
Net State Def Tax per SFAS 109

Temporary Difference. less State Del Tax Bal per SFAS 109 203,001 170,149
Federal Deferred ingome Tax Balance per SFAS 109 - (Dv) Cr
Federal Bal on Books per APE 11 - {Dr) Cr 71710 61,045
SFAS 109 Fed Def Tax adj before gross up - {Dry Cr N 3 Tanks S
FT Regulatory Liab (Asset) before gross up - (Dr) Cr 2,660 @46/20% 1,497
SFAS 109 Fed Def Tax edj after gross up - {7} Cr 14,472) < Cum Ad} {5203
FIT Regulatory Liab (Assat) after gross up - (D) €r 4,092 <cumaAd 2,303
Balance of Fedaral Def Tax per SFAS 109 £9,618 58,746
Valuation Allowance (only if Def Tax Asset) < Cum Ad|
Net Federal Def Tax per SFAS 109 | 69,618 50,746
Reconciliation of 1993 Fedsral Defarrred Tax Balances. Valuation Allowances & Regulatory Assets & Liabitities per SFAS 103
1993
Stale [ Foderal
Dof Tax 1 Reg Asset | "DefTax | Reg Asset
T T
Begnning balance 73.710
Current year expense-APB 11 P
Cumulative SFAS 109 adjust : 4092
Current year exp-SFAS 109 ad] 1.78% o
Ending Balance [ I T 58 746 | 2.303
[ Valuation Allowance ]
Beginning balance
Curren| year oxp-SFAS 109 ad)
Ending Balance " 1
Net Du! Taxes & Reg Asaet/Liab 58.746 2.303
Ending Balance per above 58.748 2.303
Diffarence
Summary of Not Deferred Taxes and Net Regulatory Assets and Liabilities
[ 19913
|___Stata | Fodoral |
A. Def Taxes per APB 11 £1.04%
B8 Acdl Def taxes due to SFAS 109 .
C. Add'f Def Taxes due to Reg Asset/Liab R
Total Deferred Income Taxes [ | 58,746 |
Reg y {Asset} / Liabity [~ (B + C) ] [ | 2303
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United Water New Rochelle
SFAS 109 Analysis

lll. Pension Expense 1992 1992

Beginning balance per analysis 174 572 219,190
Current year tax deduction 117,795 125,486
Current year book expense per SFAS 87 73177 80.767

Book Regulatory AdjustmentEarly Retire No M/No Tax
Ending Batance - Temparary difference zae‘m
Projection of Federal & State Daferred Tax Balancas per APB 11:
1992 1983
Stzto _ [ "Federal State | Foderal

Beginning balance 89775 89,775
Current year expense 15652

Ending Balance | 89,775 | 105,427

1992 1993
State Doferred tncome Tax Balance per SFAS 109 - (D) Cr .

State Bal on Books per APB 11 - (Dr) Cr
SFAS 109 Sta'e Def Tax ad) before gross up - {Cr} Cr
SIT Regulatory Liab {Asset) before gross up - (O} Cr

SFAS 108 Stato Def Tax ad) after groas up - (Or) Gr « Cum Adj
ST Rogulatory Liab (Assot) after gross up - (Dr) Cr | wCum Ad)
Balance of State Def Tax per SFAS 109
Vatuation Altowance {only if Def Tax Assel) < Cum Adj
Nel State Def Tax por SFAS 109

Temporary Diflerence, less Slate Def Tax Bal per SFAS 109 215130 263.909
Federal Deferred Income Tax Balance per SFAS 108 - (D) Cr
Federal Bal on Books per APB 11 - (Dr) Cr 89775 105427

SFAS 109 Fed Def Tax ady before gross up - (Dr) Cr v i .

FIT Regulatory Liab {Asset) before gross up - (Dr) Cr 13,058 13,059
SFAS 109 Fed Dof Tax adj after gross up - {01) Cr {20,935 < Cum Ad) 120031
FIT uk: Lizh (Asaet) aftar up- €r 20,089 < Cum Ad) 2001

Balance of Federal Def Tax per SFAS 109 §9,686 B5.336
Valuation Allowance {only if Def Tax Asset) B < Cum Ad) )
Net Federal Dof Tax per SFAS 109 69,626 ] 85,336
Reconciliation of 1993 Federal Deferrred Tax Bal . Valuation A & Reg y Assets & Liabilitias per SFAS 109
1993
State [ Federal
Def Tax 1 Reg Asset | DefTax | RegAsset
[ Deferred Taxes ]
Beginning batance 89,775
Cumulative SFAS 109 adjust R 20.089
Curren year expense-APB 11 15,652
Current year exp-SFAS 109 adj 2
Ending Balance [ ] i 85,336 | 20,091
[ Valuation &% ]
Beginmng balance
Curtent year exp-SFAS 109 adi
Ending Balance . _
Nat Def Taxes & Reg Assetiliab 85,336 20091
Ending Balance per above | 85,336 20.091
Ditfgrence
Summary of Mot Deferred Taxas and Net Regulatory Assets and Liakilities
1993
| State | Feaderal |
A Def Taxes per APB 11 105,427
B Addl Def taxes due to SFAS 109 :
C. Addf Def Taxes due to Reg Asset/Liab ‘.
Tolal Defered Income Taxes [_, | 85,336 ]
L Regutatory (Assel) / Liabiity [ - (B + C) ] [ [ 20.091 |
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United Water New Rochelle
SFAS 109 Analysis
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V. Rate Case Expense
Beginning balance;
186406 Recon. & Appeal
186-92 1992
186400 - Def Rate Case 1996 T053961 & &1
186-93 Def Rate Caso 1993
186400 51995-95 Def Rate Case 1995

Current year additions
Current Year amorhization
Ending Balance *

1992

187,354
26,19

213.544
213,544

*Ending balance does not tig to OR] Line 27 due 10 A/C 185-32

1893
NiA

|

|

|

213.544

113425
94.210

232,753

Projection of Federal & State Defarrad Tax Batances per APS 11:

19892 1533
State { Fedoval State | Fodoral
Begnning balanca.
283-88 2nd Stage 89 NiA NiA
283-92 1992 59.484 | i
283-32 Case #509 8.905 | i
283720 ] |
| !
$8.389 68 329
Curreni year additions 10942
Ending Balance 68,389 79301
State Deferred Income Tax Balance per SFAS 109 - (Dr) Cr i
State Bal on Books per APB 11 (Dr} Cr
SFAS 109 Sta'e Def Tax ad) before gross up - {Dr) Cr
SIT Regufatory Liab {Asse!) before gross up - (D) Cr
SFAS 100 State Def Tax ad) after gross up - {Dv) Cr < Cum Ad)
isrr" y Liab (Asaut) after gross up -{Dr} Cr % Cum Ad)
Balance of State Def Tax per SFAS 109
Vatuation Allowance (only if Def Tax Asset) < Cum Adj
Net State Def Tax per SFAS 109
Temporary Difference, less State Def Tax Bal per SFAS 109 213 544 232.75%
Feceral Deferred income Tax Balance per SFAS 109 - (D Cr 81 ,466_'
Federal Bal on Books per APB 11 - (Dr) Cr 68.359 79.331
SFAS 109 Fed Cef Tax adj before gross up - (Dr) Cr 6,351 2,135
FIT Regula Liab {Assel) before gross up - (Or) Cr P .
SFAS 109 Fed Def Tax adj after gross up - (Or) Cr 8,771 <CumAd] 3,285
FIT Regy y Lizh (Acset) after pross up -{(Drj Cr (3,771} « Cum Ad] {3.208;
Balance of Federal Def Tax per SFAS 109 78,160 82,616
Valuation Altowance (only if Def Tax Asset) < Cum Adj
Net Federal Def Tax per SFAS 109 78,160 82,616

Reconciliation of 1993 Federal Defarrred Tax Balances, Valuation Allowances & Regulatory Assets & Liabilities par SFAS 109

Doferred Taxes |
Beginning balance
Current year expense-APB 11
Cumulative SFAS 109 adjust
Curreni year exp-SFAS 109 ad|
Ending Batance

[ Valuation Allowance 1
Beginming balance

Currend year exp-SFAS 109 ad)
Ending Balance

Net Def Taxes & Reg Assetiiiab
Ending Balance per abhove
Dith

1993
State | Federal
Def Tax | Reg Asset | DefTax Reg Asset

68,389

10,942
9T .
e 6.488

I I 82616 | S

o ——1

A. Def Taxes per APB 11

B Add’ Def taxes due 10 SFAS 109

C. Acdf Def Taxes due to Reg AssetiLiab
Total Deferred Income Taxes

Regulatory (Assel) f Liability [ - (B + C) )

ISummary of Not Deforrod Taxes and Not Regulatory Assats and Liabilities
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United Water New Rochelle
SFAS 109 Analysis

V1. Other Deferred Charges

Beginning balance:

Performax- & 1B6-3¢ Hepfa
1686-31 Customer Outreach
186-80 Tax Study 89

186020 Office Bldg Lease
86030 Purchased Water

186612 Purch Water Incr
186-97 Internal Audil Fees
186-56 PSC Audi

186402 Managerment Audit

186740 Union contract Neg

Current year additions
Curment Year amortization
Ending Balance

1992 1993 !

186007 Legal 185-13 Surcharye Exp. Refund Cosl

78696 66,276

188000 Excess Water &  253-35 Main Cleaning Reserve betow in sactionVIl!

106.499 126,493
3,984

536

3,195

189,178

Beginning balance:
283-13 Surcharge Refund Cost
2B3720 Union Controci Neg.
283725 Legn! Exp. & Customer Outreach
283-80 Tax Study 89
283-90 Office Blag Lease
283-54 Purch Water incr
283-97 Intarnal Audit Fees
Management Audrt

Current year additions
Ending Balance

rl—’rojactiun of Fadoral & State Doferred Tax Balances per APB 11:

1092 1993
Stato | Federal State | Fadoral

—

26.756
36,209
1.355

| 60,451 60,451

6.593

| 0,451 67.044

State Deferred Income Tax Balarce ger SFAS 109 - (Dr) Cr
State Bal on Books per APB 11 - (Dr) Cr
SFAS 109 State Def Tax adj before gress up - (Dr) Cr
SIT Reguiatory Liab (Assel) before gross up - (Dr) Cr

1.992 1993

SFAS 109 Stata Def Tax adj after grogs up - (Or) Cr
ST |ai Liab (Asset) afer gross up - {Dr) Cr

< Cewn A}
<CumAg

Balance of State Def Tax per SFAS 109
Valuation Allowance {only if ef Tax Asset)
Net State Def Tax per SFAS 108

Ternporary Difference, less State Def Tax Bal per SFAS 109
Federal Deferred income Tax Balance oer SFAS 109 - {(Dr) Cr
Federal Bal cn Books per APB 11 - (Dr) Cr

SFAS 109 Fed Oef Tax ad; befora gross up - (Dr) Cr
FIT Requlatory Liab {Assel) before gross up - (Dr) Cr

< Cumn Ad)

189.179 196,500

66213 88.775

60451 67.044
5.762 1.731

SFAS 109 Fed Dol Tex ad] after gross up - (Dr) Cr
FIT Raguiatory Liab (Asset} after gross up - (Dr) Cr

8,865 <Cumady . 2,683
{3,505) « Cum Adj P2 B03}

Balance of Federal Def Tax per SFAS 109
Valuation Allowance (onty if Def Tax Asset)
Not Federal Def Tax por SFAS 109

69316 §9,707
< Cum Adj
69,316 69,707

Roconciliation of 1993 Federal Deferrrad Tax Balances, Valuation

8 Regulatory Assets & Liabllities per SFAS 109

Ceforrod Taxos ]
Beginning balance
Current year expense-APB 11
Cumulativa SFAS 109 ndjust
Curmrent year exp-SFAS 109 ad)
Ending Balance

| Vasuation Allowance |
Beginning bafance

Currant year exp-SFAS 108 adj
Ending Balance

Not Def Taxos & Rog Asset/Liab
Ending Balanca per abova
Difforence

1993

State T foederal

Qef Tax I Reg Asset | DefTax | RepAsset

60,451

6.593

8.865 ’
5,202

T T X T

. 1 1
69.707 S
69.707 S

A. Deof Taxes per APB 11

B Addl Del taxes due to SFAS 109

G  Addt Def Taxes due lo Reg Assel/Liab
Total Delerred Income Taxes

Regquialory (Assel) / Liability [ - (B+ C) ]

Summary of Net Deferred Taxes and Net Reguilatory Assets and Liabilities

[ 1993
[ State ] Fedaral ]
67,044
171
932
[ | 69,707 |
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Il Investment Tax Credit
1l1. Pension Expense
Iv. Rate Case Expense
V. Tank pamting Expense
V. Other Deferred Charges
Vil, Other Taxable Temnporary Differences
Vit Other Deductible Temporary Differences
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are provided in response to part (&) which show agreements
signed fcor these services.

3. There are no items listed in hase rates for any of the items
listed on page 22. The rate case expenses allowed in UWNR'’s
Case 04-W-1221 were fully amortized in August 31, 2008. The
Test Year O&M expenses in the current Case 09-W-0824,
included 2 months, July and August 2008, of amortization
totaling $24,578. However, this amount was adjusted in the
Bridge Period, as shown on Exhibit TGL-4, Page 20, reducing
0&M expenses by the $24,578. This current filing does not
include any expenses from the prior case, only the proposed
expenses and related amortization of the current case.

4. Please refer to the response to Part 3.
5. Please refer to the response to Part 4.

6. Please refer to file attached titled “STAFF-61 (GRW-13)
Attachment Part 6” for the expense items compiling the
Company’s rate case expenses in Case 04-W-1221. Each expense
categery shows the individual charges comprising the total
recorded in the Company’s Financial Reporting System.
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PUBLIC SERVICE COMMISSION CASE 09-W-0824
STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle
Request No.: STAFF-11 CGS-1
Requested By: Christopher Simon
Date of Request: December 21, 2009
Response Due: January 6, 2010
Witness: Michael J. Pointing
Subject: Productivity

What level of productivity did you project in the rate case

filing?

If, no level of productivity was project, please explain why
there should be no inclusicon of productivity.

Response:

The Company did not include a productivity adjustment
in the rate case. The preductivity adjustment
routinely made by Staff is based in a claimed past
Commission practice resulting from a 1983 and 1984
Opinion in Cases 28255 and 28§5%25. The intent of the
adjustment at that time was to account for efficiency
gains not specifically forecast in company operations.
Throughout Mr. Pointing’s testimony he provides
numerous examples of efficiencies in the use of
personnel, the process undertaken to lower pocwer and
chemical costs, equipment efficiencies and many other
successful cost reducing efforts. The Company has
taken a proactive approach now and in the past to
monitor and implement efficiency elements into its
operations. A good example i1s the acquisition of
United Water Westchester which is operated from United
Water New Rochelle, with costs for management offices,
personnel and fringe, transport and tools shared
between the two companies. This has had a net benefit
to United Water New Rochelle, where previously a
majority of these costs would have been paid by UWNR.
To routinely impose an additional 1% reduction to the
level of the Company’s expenses without recognition of
the savings resulting from the Company’s efforts 1is
inappropriate.
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RESPONSE:

1. The 5$585,000 as shown on Exhibit TGL-6, Page 22 is the total
projected rate case expenses, not the amortization. The
Company is proposing a three year amortization of these
expenses, or $195,000. The $585,000 rate case costs are an
estimate at this point in time and are based on contract
arrangements made for legal services, expert witness services
for cost of equity recommendations, preparation of a Cost of
Service Report utilized in rate design, and the Company’s
prior experience of internal time needed to process the rate
case. “Staff 61 (GRW-13} Attachment Part 1-A"” and “STAFF-61
(GRW-13) Attachment Part 1-B” are the agreements for cost of
equity and cost of service/rate design services. The UWM&S
compeonent, $225,000, is based on professional judgment using
past experiences as a guide to determine the amount of hours
required by the Regulatory Business staff to process the full
rate proceeding. These costs include rate case and
adjustment preparation including testimony, interrogatory
responses, upcoming analysis of Staff’s direct case,
rebuttal, briefs, hearings, negotiations, statements in
support, tariff implementation, etc., In addition, the
company has estimated to spend $30,000 on customer
notification, transcripts and miscellaneous charges such as
postage and billing inserts

2. The M&S Company charges tc utilities that are provided with
regulatory services are based cn a level of service required.
Through time reports by the individual employee performing a
function the employee either directly charges to the utility
for a specific task or charges to an allocation level that
allocates the cost across all regulated utilities and
represents work of a more general nature for the benefit of
all of the utilities. The charges tc UWNR are booked in the
Cutside Services (UWM&S) account. The rate case work being
performed by UWM&S Regulatory Business employees are
accumulated separately and identified specifically as rate
case expense for the current proceeding and not included in
the M&S expense account of UWNR nor are they included in the
allocation pool for allocation to all other utilities. The
separate treatment of these costs removes the potential for
duplicative charges.

The legal services and rate of return costs specifically
relate to the current filing and therefore are not included
in the Qutside Services (other). Estimates of these costs
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PUBLIC SERVICE COMMISSION CASE 09-W-0824

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-61 GRW-13
Regquested By: Gerald Wojcinski
Date of Request: January 5, 2010
Response Due: January 15, 2010
Witness: Thomas G. Lippai

Subject: Rate Case Amortization

Please refer to “United Water New Rochelle, Detail of
Adjustments to Operation Maintenance Expenses, 12 Months Ended
October 31, 2011, Exhibit TGL-6, Page 22, that shows
amortization of Rate Case Expenses of $585,000.

1. For each expense shown on page 22, provide all detail
informaticn that supports your reqguest.

2. Has the Company performed a study to determine what services
requested in the rate year are in fact incremental to the dellar
levels currently in base rates for each expense shown on page
227 1If yes, provide all information that supports vyour answer.
If ne, how can the Company justify that these requested rate
case outside service c¢osts are incremental. Provide all
infoermation that supports your answer.

3. Please provide the amount currently in base rates for each

expense item shown on page 22. Include supporting
decumentation,

4. Please provide the amount currently in base rates for UWM&S
expenses, broken down by activity. Include supporting
documentation.

5. Please provide the amount currently in base rates for legal

service expenses, broken down by activity. Include supporting
documentation.

6, Please provide the actual amounts incurred 1in the last rate
case for each of the expense items shown on page 22. Include
supporting documentation.
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PUBRLIC SERVICE COMMISSION CASE 09-W-0824

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY /DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-61 GRW-13 SUPPLEMENT 2/17/10

Requested By: Gerald Wojcinski
Date of Request: January 5, 2010
Response Due: January 15, 2010
Witness: Thomas G. Lippai

Subject: Rate Case Amortization

Please refer to “United Water New Rochelle, Detail of
Adjustments to Operation Maintenance Expenses, 12 Months Ended
October 31, 2011, Exhibit TGL-6, Page 22, that shows
amortization of Rate Case Expenses of $585,000.

1. For each expense shown on page 22, provide all detail
information that supports ycur request.

2. Has the Company performed a study to determine what services
requested in the rate year are in fact incremental to the dollar
levels currently in base rates for each expense shown on page
22?2 1f yes, provide all information that supports your answer.
If no, how can the Company justify that these requested rate
case outside service costs are incremental. Provide all
information that supports your answer.

3. Please provide the amount currently in base rates for each
expense item shown on page 22. Include supporting
documentation.

4. Please provide the amount currently in base rates for UWM&S
expenses, broken down by activity. Include supporting
documentation.

5. Please provide the amcunt currently in base rates for legal
service expenses, broken down by activity. Include supporting
documentation.

6. Please provide the actual amounts incurred in the last rate
case for each of the expense items shown on page 22. Include
supporting documentation.
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CASE 09-W-0824

SUPPLEMENTAL RESPONSE:

1. Please refer to file attached titled “Staff-61 (GRW-13)
Supplemental Response Attachment Part 1-C” which is a copy of
the agreement supporting the costs for legal services regarding
this rate proceeding.
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Consulr Consultants PAULINE M. AHERN
— Principal
AUS CONSULTANTS
July 16, 2009 155 Gaither Driva, Suite A
L Laurel, NJ 08054
£56.234.9200, ext. 204 » Tel
EMAIL, & FIRST CI.ASS MAII, 856.234.8371 + Fax
pahern@ausinc.com

Mr. Mark A. Gennari

Vice President — Regulatory Business
United Water

200 Old Hook Read

Harington Park, NJ 07640

Re: United Water New Rochelle, Inc,

Dear Mark:

In response to your earlier email, 1 am providing you with our proposed fee for a rate of return study to be
filed on behalf of United Water New Rochelle, Inc. In its upcoming rate request to be filed with the New
York Public Service Commission in early October 2009. 1 am providing you with our fee for the
production of direct testimony and supporting exhibit on a ready-to-file basis which will be $10,500 plus
out-of-pocket costs for duplication, FedEx, travel, meals, lodging, telephone, fax, etc. These costs will be
on a dollar-for-dollar reimbursement basis.

In addition, my billing rate is $190 per hour for post-filing activities including responding to
interrogatories, preparation of rebuttal testimony, assisting in preparation of cross-exaimination questions
for opposing witness, attending hearings, etc. Every effort will be used to utilize our financial analyst
staff whose billing rates range between $100 - $125, in order fo minimize the composite rate post-filing,
Administrative support will be billed, post-filing, at $60 per hour. Again, out-of- pocket costs, post-filing,
will be on a dollar-for-dollar reimbursement basis.

Please feel free to contact me with any questions you may have regarding this fee quote. Should you

accept this quote, I will forward a list of data requests which will be necessary for the preparation of the
requested rate of return study.

Sincerely,

’ '-\' (\kl\ \\(\ \ ¢

Pauline M, Ahem

ACCEPTED

United Water

el A

By: Mark A. Gennari
Title: Vice President — Regulatory Business
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GDS Associates, Inc,
) Ph: 512.494.0369

Charles Loy Enginecrs and Consuisnts Fax 512.494.0205
Princlpal chuck.loy@gdsassoclates,com
June 4, 2009

Mr. Mark Gennari

Vice President Regulatory Business

United Water Management and Services Company
200 Old Hook Road

Harrington Park, NJ 07640-1716

RE: Letter Agreement — United New Rochelle Rate Case Services
Dear Mark:

We have had discussions with you about providing consulting services for United New
Rochelle’s upcoming rate case to be filed in October of 2009. We estimate the total cost for GDS
to provide these services to be $35,000, with a not to exceed amount of $40,000.

The work to be done by GDS includes time for preparing the cost of service mode! using the data
that your team will provide after we provide a list of our data needs via email. The cost quoted
above covers preparation of cost of service model, the associated filing requirement schedules,
direct testimony, and the development of supporting work papers and exhibits. The amount
quoted above covers costs up to the time of filing and does not include responding to data
requests, testifying at the hearing, support for legal briefs, or travel expenses. As we discussed,
GDS will bill on an hourly basis as needed after the case is filed. However, all bills for work
after the filing date will be discounted by 10%, excluding travel costs. As you know, post filing
costs are difficult to estimate if the proceeding is delayed, long or drawn-out, has out of the
ordinary investigation from interveners, or has significant unusual issues. The pre-filing not to
exceed estimate provided above assumes that the cost of service study will consist of the same
customer classes (i.e. no additional or new customer classes) and the rate design will generally
follow the current rate structure (i.e. no additional blocks or surcharges) as filed and approved in
the last rate case.

GDS will bill United Water Company on a monthly basis using the attached fee schedule. T will
perform a good portion of the work and others will assist in order to complete the assignment on
time. We will work closely with you to accomplish the work in a thorough and efficient manner
and will not perform work outside this Letter Agreement without your prior written approval.
United Water and GDS have the right to terminate this engagement at any time after reasonable
advance written notice. On termination, all fees and costs incurred prior to termination shall be
paid promptly after receipt of an invoice. Thereafter, GDS will deliver any original documents

819 Congress Avenue, Sulle B0D Austin, Texas 78701 - www.gdsassociales.com
Kariaita, GA * Avstln, TX * Auburn, AL * Hanchesier, HH * Madisan, WI
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Mr. Mark Gennari
June 4, 2009
Page 2 of 2

belonging to United Water and deliver any other documents that have been paid for but not
delivered

We are ready to start this project as soon as this letter is signed and returned.

Warmest Regards,

Chuck Loy

Principal

THIS LETTER AGREEMENT IS ACCEPTED BY:
Mr. Mark A. Gennari

Vice President Regulatory Business
United Water Management and Services Company

S Py

Signature

918 Congress Avenue, Sulte B0D Austin, Texas 78701 « www.gdsassociates.com
Marletin, GA * Ausiin, TX * Auvburn, AL * Munchester, NH ¢ Madlsen, W}
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Dewey & LaBoouf LLP
125 Waest 55th Street
New York, NY 10019-5389

DEWEY & LEBOEUF | tel +1212 424 8068

fax +1 212 6490933
jztato@dl.com

February 8, 2010

Robert Gerber, Esq.

Senior Vice President & General Counsel
- United Water

200 Old Hook Road

Harrington Park, NJ 07640

Dear Mr. Gerber:

You have asked us to represent United Water New Rochelle in rate proceedings to
be filed with the New York Public Service Commission (“the Commission”). My firm is very
pleased to provide this representation and this letter sets forth the terms of our representation.

It is my firm’s customary practice to bill clients for time and charges incurred and
that would be the basis upon which our fees would be determined for this matter. 1 will be
responsible for this representation and my hourly billing rate is $695. My partner, Brian
FitzGerald will take the lead on this matter and his hourly rate is $675. He will be assisted by

partners and associates whose rates range from $385 to $675 As has been our practlce we w1ll

- provide & 20% reduction to our hourly rates for this matter.

For this representation, 1 would propose that we work against an estimated budget
of $225,000 and that the budget be reviewed as work progresses. As [ am sure you are aware, it
is difficult to determine what the actual cost of a rate proceeding may be since the number of
parties and issues cannot be determined prior to making the rate filing. In making the above
estimate, I have assumed that the filing may be opposed by an intervenor. I have also assumed
that the filing may be opposed, at least in part, by the Comission Staff. The estimate also
assumes that the Company will be required to file Initial and Reply Briefs with an
Administrative Law Judge (“ALJ”) in this case and also Briefs on Exceptions and Briefs
Opposing Exceptions to the AL)’s Recommended Decision.

It is expected that the brief writing process will be the most time-consuming part
of the representation and could likely constitute one-third to one-half of the time expended. It

NeEW YORK | LONDON MULTINATIONAL PARTNERSHIP | WASHINGTON, DC
ALBANY | ALMATY | BeEtinG | BOSTON | BRUSSELS | CHICAGO | DoHa | Dusal
FRANKFURT | HONG KONG | HOUSTON | JOHANNESBURG (PTv)uro. | LOS ANGELES | MiLAN | MOSCOW
PARIS MULTINATIONAL PARTHERSHIP | RIYADH arFiuatep ofsice | ROME | SANFRANCISCO | SWICON VALLEY | WARsAw
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February 8, 2010
Page 2

assumes that the hearing would not extend beyond two days and that there would be no oral
argument at the conclusion of the hearing. The estimate includes two meetings to negotiate a
settlement of the case and the preparation of a settlement agreement, also known as a Joint
Proposal. The estimate makes no allowance for further proceedings at the Commision or
appeals. In the event that there are further proceedings or appeals, a separate fee arrangement
can be ncgotiated.

I would recommend that the estimated budget be monitored monthly and that
adjustments be made as appropriate.

Qur practice is to bill monthly for professional services and disbursements made
by us in the previous month. Disbursements include items such as filing fees, telephone,
telecopy and photocopy charges, messenger and carrier delivery fees, computerized legal
resecarch charges and travel expenses. Bills are due and payable when rendered. If payment is
not received within a reasonable period of time, we reserve the right to terminate our
representation.

We will conduct our efforts as efficiently as possible and encourage discussion of
fees and services as you believe is appropriate.

Please acknowledge your acceptance and approval of the agreement set forth
herein by executing and returning to me the enclosed copy of the letter. No check for an initial
retainer is required under these circumstances. We appreciate your choosing Dewey & LeBoeuf
LLP to represent you and look forward to working with you. :

Very truly yours,
O

Joseph A. Tato

cpepted ang Agreed this

Rol'aert Gerber







NRO53 Exhibit___ (ARP-1)
CASE 09-W-0824 Page 29 of 139

United Water New Rochelle __'Response to STAFF-61 GRW-13 Part 6

Case# 09-W-0824 | | ]

—

o sty S S i
|
|
|

Rate Case Expenses - Case# 04-W-1221
Rate Case Expenses - C:

‘ _______ T - I

0 g Vg U U i o i _ 4 - R
Journal ' Line # ' Account Project ! Date Journal Line Description ! Component Amount
S R S _ Consultants Total | 53,046.59

T LegalTotal | 111,194.40
T | . _MasTotal |  271,403.65 |
| |

S b _ MiscTotal | 1,520.76

! | | | _Publication Total | 4,252.32 |

e | 4 e e %

- I AA"_—_—_:_I_"_ Tt "“T“—""""—"_ T J T T T

S ! i : o o Grand Total L 441,417.72
|
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFPF-XX GRW-15
Requested By: Gerald Wojcinskil
Date of Request: D January ¢, 2010
Response Due: January 16, 2010
Witness: Thomas G. Lippai

Subject: Management and Service (M&S) Fees

Please refer to United Water New Rochelle, Management and
Service Fees, Workpapers - M&S - 1

1. Provide monthly charges for the 12 months ended (TME) June
30, 2009 (test vear) that make up the $1,902,985.

2. Provide all charges for the month of June 30, 2009.

3. Describe the methodology on how M & 5 Fees are charged to
United Water New Rochelle from the corporate and other United
Water business units for the above services provided.

4., Provide the corporate written policy regarding the
calculation cf actual fees charged or costs allocated ameng all
the United Water business units.

5. M&S Fees have risen from $1,336,172 (TME June 30, 2007) to
$1,730,358 (TME June 30, 2008) to $1,902,985 (TME June 30,
2009) . For each of the three years provide a breakdown of each
year by cost component and activity.

6. For the three years shown in 5 above, provide all bonuses
paid and any compensation paid that i1s related to performance.
Provide a detail explanaticn of all compensation plans.

7. M&s - 1 shows $1,923,412 for the 2010 M&S Fee Budget. Provide
all calculations etc. that shows how you arrived at the 2010 M&S
Fee budget.

Response:

1. Please refer to attached file titled “STAFF-63 (GRW-15)
Attachment Part 17.
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Please refer to attachment in Part 1, worksheet labeled
June 2009.

Corporate charges (also known as M&S fees) can either be
direct-charged or allocated to Ynited Water New Rochelle
(UWNR). If an employee of United Water’s Management &
Services Company (UWM&S) works one hour on behalf of UWNR,
they will charge one hour’s worth of time, plus associated
overheads, to UWNR directly. If a UWM&S employee provides
service that benefits a group of companies, their time and
overhead i1s allocated among the Business Units (BUs)
benefitting from the work they are performing. If UWNR is
a part of this group of companies, they will receive their
allocated portion of the time and overhead charge. This is
done in accordance with the Management & Services Agreement
dated May 15, 1974 between General Waterwcorks and New
Rochelle whose terms and conditions were later assumed by
United Water. '

Generally, in the case where an employee cf ancther BU
charges UWNR, there are no allocations of time, Jjust direct
charges (an employee ¢of another BU will charge UWNR for the
number of hours worked plus a fringe overhead). In scme
cases, an employee of another Business Unit may charge an
allocation of time to UWNR, but those instances are very
rare and the dollars associated are minor.

See Agreements between UWNR and UWM&S (STAFF-63 (GRW-15)
Attachment Part 4-2A), UW New York (STAFF-63 (GRW-15)
Attachment Part 4-B), UW Owego/Nichols (STAFF-63 (GRW-15)
Attachment Part 4-C), and UW Westchester (STAFF-63 (GRW-15)
Attachment Part 4-D). .

Please refer to attached file titled "“STAFF-63 (GRW-15)
Attachment Part 57.

M&S charges are comprised of various and numerocus elements
that are an accumulation of time charges through time
reporting, expenses incurred, rent, telephone, etc. for
each M&S Department. These charges are then allocated to
United Water New Rochelle as well as all other entities
receiving M&S services. Therefore, an allocation of the
Long Term Incentive Plan (LTIP) and the Short term
Incentive Plan (STIP) has been utilized to determine how
much of the bonuses were charged tc UWNR in the M&S
charges.
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Please refer to attached file titled “STAFF-63 (GRW-15)
Attachment Part 6”. The worksheet labeled “Summary” shows
the total M&S Fees and total LTIP and STIP paid to M&S
employees. An allocation percentage for each bonus based
upon total LTIP and STIP to grand teotal M&S fees was
determined. Then an allocation percentage was determined
based upon UWNR's M&S charges to grand total M&S charges
and applied to the appropriate bcnuses to compute the
portion of LTIP and STIP charged to UWNR.

The UWM&S billing is comprised of a wvariety of components
necessary to provide the services required by the United
Water companies and 1is further comprised of the costs of
each individual department that provides services. In
addition to employee salary, benefits, payroll related
taxes, pension and cther employee related expenses, there
are costs for office space, electricity, telephone,
cemputer services and business expenses related to travel
while wvisiting the various company locaticns, training fees
for certifications and other necessary departmental
expenses. Although the total M&S bill is an accumulation
of each individual component, the budget compilation and
subsequent billing 1s done in total and the individual
expense 1tem that comprises the monthly or annual budget
amount and subseguent billing charge 1is not available on
the bocks of the individual company receiving the
services. The reascnableness and accuracy of the charges
are attained through departmental budget reviews and
monthly variance reviews.,

The budget amounts therefore were determined by each
individual department, compiled for the entire M&S company,
approved by management and then processed through the
allocation procedure utilizing the methods approved in the
M&S Agreements filed with the Commission.
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United Water New Rochelle Response to STAFF-63 GRW-15 Part 1
Case# 09-W-0824
M&S Fees
MS BU Dpt Department Name Project M&S Fee

Accounts Payable Total 3,485
Administration_General Total 15,913
Commercial Development Total 3,209
Corporate Communications Total 3,102
Corporate Finance Total 4,066
Creative Services Total 1,803
Customer Accounting Total 01
Customer Care Total 2,346
Expat Customer Care Total 1,336
External Affairs Total 65
Financial Planning Total 8,975
General Accounting Total 15,171
Human Resources Total 9,540
Internal Audit Total 3,466
IT - Infrastructure Total 17,864
IT - Service Delivery Total 15,642
Legal Total 7,172
Marketing Total 1,751
Procurement Total 2,780
Regulatory Business Total 17,811
Scada Engineering Total 1,418
Suez Environment Total 243
System Reporting Total 2,562
Taxes Total 7,999
Technical Services Total 6,602
Treasury Total 1,780
Utility Accounting Total 11,235
UWMBES Payroll Total 4,899

Grand Total 172,336
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United Water New Rochelie
Case# 09-W-0824
MES Fees

MS BU Dpt Department Name
Accounts Payable Total
Administration_General Total
Commercial Development Total
Corporate Communications Total
Corporate Finance Total
Creative Services Total
Customer Care Total
Expat Customer Care Total
External Affairs Total
Financial Planning Total
General Accounting Total
Human Resources Total
Internal Audit Total
IT - Infrastructure Total
IT - Service Delivery Total
Legal Total
Marketing Total
Procurement Total
Regulatory Business Total
Scada Engineering Total
System Reporting Total
Taxes Total
Technical Services Total
Treasury Total
Utility Accounting Total
UWMBES Payroll Total
Grand Total

Response to STAFF-63 GRW-15 Part 1

Project M&S Fee
3,415
10,663
3,161
3,929
3,395
1,780
1,952
1,336
{209}
8,218
12,521
10,536
3,421
16,326
11,302
6,139
1,169
2,542
9,553
1,350
2,474
7,485
6,874
1,900
12,350
4,702
148,284
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United Water New Rochelle Response to 5TAFF-63 GRW-15 Part 1
Caselt 09-W-0824
MES Fees
MS BU Dpt Department Name Project M&S Fee

Accounts Payable Total 2,937
Administration_General Total 10,558
Commercial Development Total 3,121
Corporate Communications Total 3,751
Corporate Finance Total 7,376
Creative Services Total 1,746
Customer Accounting Total 18
Customer Care Total 1,742
Environmental Resources Total 139
Expat Customer Care Total 806
Financial Planning Total 8,321
General Accounting Total 18,119
Human Resources Total 11,828
Internal Audit Total 3,889
IT - Infrastructure Total 17,066
IT - Service Delivery Total 15,642
Legal Total 11,239
Marketing Total 1,134
Procurement Total 2,876
Regulatory Business Total 16,205
Scada Engineering Total {486)
Suez Environment Total 355
System Reporting Total 2,562
Taxes Total 9,649
Technical Services Total 6,810
Treasury Total 2,027
Utility Accounting Total 12,441
UWMA&S Payroll Total 5,674
Water Treatment Total 62

Grand Total 177,607
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United Water New Rochelle

Casett 09-W-0824
M&S Fees

Department Name Project
Accounts Payable Total
Administration_General Total
Commercial Development Total
Corporate Communications Total
Corporate Finance Total
Creative Services Total
Customer Accounting Total
Customer Care Total
Environmental Resources Total
Expat Customer Care Total
External Affairs Total
Financial Planning Total
General Accounting Total
Human Resources Total
Internal Audit Total
IT - Infrastructure Total
IT - Service Delivery Total
Legal Total
Marketing Total
Procurement Total
Regulatory Business Total
Suez Environment Total
System Reporting Total
Taxes Total
Technical Services Total
Treasury Total

. Utility Accounting Total

UWMAE&S Payroll Total
Water Treatment Total
Grand Total

1,564
2,293
7,699
15,650
10,464
2,612
17,522
10,169
7.219
898
2,023
8,170
2,138
2,431
7,459
6,600
1,787
12,032
4,279
(64)
146,487
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Response to STAFF-63 GRW-15Part 1
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United Water New Rochelle Response to STAFF-63 GRW-15 Part 1
Caseilt 09-W-0824
M&S Fees
MS BU Dpt Department Name Project M&S Fee

Accounts Payable Total 3,771
Administration_General Total 9,586
Commercial Development Total 3,158
Corporate Communications Total 2,295
Corporate Finance Total 633
Creative Services Total 1,268
Customer Accounting Total 88
Customer Care Total 837
Environmental Resources Total 295
Expat Customer Care Total 1,339
External Affairs Total 2,835
Financial Planning Total 8,641
General Accounting Total 14,395
Human Resources Total 10,387
Internal Audit Total 3,780
IT - Infrastructure Total 17,973
IT - Service Delivery Total 10,875
Legal Total 5,898
Marketing Total 1,803
Procurement Total 6,771
Regulatory Business Total 14,377
Suez Environment Total 251
System Reporting Total 2,519
Taxes Total 6,175
Technical Services Total 7,939
Treasury Total 1,838
Utility Accounting Total 13,208
UWMA&S Payroll Total 4,022
Water Treatment Total 299

Grand Total 157,256
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United Water New Rochelle
Caseit 09-W-0824
ME:S Fees

MS BU Dpt Department Name
Accounts Payable Total
Administration_General Total
Commercial Development Total
Corporate Communications Total
Corporate Finance Total
Creative Services Total
Customer Accounting Total
Customer Care Total
Customer Service Office Total
Environmental Resources Total
Expat Customer Care Total
External Affairs Total
Financial Planning Total
Generat Accounting Total
Human Resources Total
Iinternal Audit Total
IT - Infrastructure Total
IT - Service Delivery Total
Legal Total
Marketing Total
Procurement Total
Regulatory Business Total
Suez Environment Total
System Reporting Total
Taxes Total
Technical Services Total
Treasury Total
Utility Accounting Total
UWMA&S Payroll Total
Water Treatment Total
Grand Total
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Response to STAFF-63 GRW-15 Part 1

Project

69
2,107
{80)
4,794
6,080
8,502
5,114
2,623
{14,274)
4,757
1,365
1,481
5,490
3,608
{6,063)
8,396
{9,538)
1,919
3,589
3,281
58
82,918
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United Water New Rochelle
Case#t 09-W-0824

Response to STAFF-63 GRW-15 Part 1

M&S Fees
MS BU Dpt Department Name Project M&S Fee
Accounts Payable Total 2,876
Administration_General Total 11,338
Commercial Development Total 5,151
Corporate Communications Total 3,318
Corporate Finance Total 2,217
Creative Services Total 2,499
Customer Accounting Total 46
Customer Care Total 999
Customer Service Office Total 485
Environmental Resources Total 3
Expat Customer Care Total 1,288
External Affairs Total 1,623
Financial Planning Total 9,135
General Accounting Total 14,409
Human Resources Total 11,276
Internal Audit Total 8,896
IT - Infrastructure Total 19,229
IT - Service Delivery Total 12,891
Legal Total 6,113
Marketing Total 991
Procurement Total 2,412
Regulatory Business Total 11,178
Suez Environment Total 261
System Reporting Total 2,567
Taxes Total 7,978
Technical Services Total 4,700
Treasury Total 1,904
Utility Accounting Total 12,160
UWMBE:S Payroll Total 5,502
Water Treatment Total 143

Grand Total

163,588






CASE 09-W-0824

United Water New Rochelle
Case# 09-W-0824
M&S Fees

M5 BU Dpt Department Name
Accounts Payable Total
Administration_General Total
Commerciat Development Total
Corporate Communications Total
Corporate Finance Total
Creative Services Total
Customer Accounting Total
Customer Care Total
Customer Service Office Total
Environmental Resources Total
Expat Customer Care Total
External Affairs Total
Financial Planning Total
General Accounting Total
Human Resources Total
Internal Audit Total
IT - Infrastructure Total
IT - Service Delivery Total
Legal Total
Marketing Total
Procurement Total
Quality Management Total
Regulatory Business Total
Scada Engineering Total
Suez Environment Total
System Reporting Total
Systems Office Total
Taxes Total
Technical Services Total
Treasury Total
Utility Accounting Total
UWMAZES Payroll Total
Water Treatment Total
Grand Total

Response to STAFF-63 GRW-15 Part 1

Project M&S Fee

38
1,931
1,338
7,658

11,287
8,385
2,774

19,105

15,618
4,645

(869)
2,031

{181)
10,685

{12)
383
2,413
101
7,339
5,735
1,515

11,260
4,695

116
148,409
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United Water New Rochelle Response to STAFF-63 GRW-15 Part 1
Case# 09-W-0824
MES Fees
MS BU Dpt Department Name Project M&S Fee

Accounts Payabte Total 4,310
Administration_General Total 15,927
Commercial Development Total 4,497
Corporate Communications Total 4,780
Corporate Finance Total 3,363
Creative Services Total 1,402
Customer Accounting Total 29
Customer Care Total 1,249
Customer Service Office Total 481
Engineering Total 811
Environmental Resources Total 21
Expat Customer Care Total 2,007
External Affairs Total 1,512
Financial Planning Total 9,163
General Accounting Total 14,279
Human Resources Total 10,63%
Internal Audit Total 5,342
IT - Infrastructure Total 19,677
IT - Service Delivery Total 17,843
Legal Total 5,902
Marketing Total 891
Procurement Total 2,361
Quality Management Total 501
Regulatory Business Total 16,493
Suez Environment Total (12)
System Reporting Total 2,671
Systems Office Total {40)
Taxes Total 8,968
Technical Services Total 6,762
Treasury Total 2,068
Utility Accounting Total 11,717
UWMB&S Payroll Total 5,821
Water Treatment Total 91
Grand Total 181,526
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United Water New Rochelle . Response to STAFF-63 GRW-15 Part 1
Case# 09-W-0824
M&S Fees
Ms BU Dpt Department Name Project MA&S Fee

Accounts Payable Total 4,057
Administration_Generat Total 13,624
Commercial Development Total 2,892
Corporate Communications Total 4,470
Corporate Finance Total 3,225
Creative Services Total ' 3,899
Customer Accounting Total 62
Customer Care Total 2,960
Customer Service Office Total (109}
Engineering Total 863
Environmental Resources Total (32)
Expat Customer Care Total 2,140
External Affairs Total {409)
Financial Planning Total 10,288
General Accounting Total 15,266
Human Resources Total 10,988
Internal Audit Total 2,353
IT - infrastructure Total 21,881
IT - Service Delivery Total 19,404
Legal Total 7,217
Marketing Total (568)
Procurement Total 2,583
Quality Management Total {516)
Regulatory Business Total 11,497
Suez Envircnment Total 726
System Reporting Total 2,964
Taxes Total 9,874
Technical Services Totat 6,564
Treasury Total 2,272
Utility Accounting Total 14,121
UWMAE&S Payroll Total 5,951
Water Treatment Total (44)

Grand Total 180,463
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United Water New Rochelle
Casei# 09-W-0824

Response to STAFF-63 GRW-15 Part 1

ME&S Faes
MS BU Dpt Department Name Project M&S Fee
Accounts Payable Total 4,190
Administration_General Total 14,291
Commercial Development Total 2,892
Corporate Communications Total 2,364
Corporate Finance Total 3,563
Creative Services Total 1,161
Customer Accounting Total 104
Customer Care Total 757
Engineering Total 395
Environmental Resources Total 98
Expat Customer Care Total 2,188
External Affairs Total 715
Financial Planning Total 9,588
General Accounting Tota! 16,768
Human Resources Total 9,341
Internal Audit Total 2,023
IT - Infrastructure Total 15,369
IT - Service Delivery Total 17,822
Legal Total 7,745
Marketing Total 213
Procurement Total 2,333
Regulatory Business Total 12,887
Suez Environment Total 1,613
System Reporting Total 1,656
Taxes Total 7,088
Technical Services Total 4,570
Treasury Total 2,383
Utility Accounting Total 13,230
UWMES Payroll Total 5,584
Water Treatment Total 266

Grand Total

163,207
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United Water New Rochelle Response to STAFF-63 GRW-15 Part 1
Casei#t 09-W-0824
M&S Fees
MS BU Dpt Department Name Project M&S Fee

Accounts Payable Total 3,640
Administration_General Total 18,588
Commercial Development Total 3,810
Corporate Communications Total 1,962
Corporate Finance Total 5,453
Creative Services Total 1,294
Customer Accounting Total 70
Customer Care Total 1,547
Engineering Total 1,198
Environmental Resources Total 144
Expat Customer Care Total 2,284
External Affairs Total 21
Financial Planning Total 11,052
General Accounting Total 18,385
Human Resources Total 10,470
Internal Audit Total 3,276
IT - Infrastructure Total 17,112
IT - Service Delivery Total 18,183
Legal Total 6,048
Procurement Total 2,177
Regulatory Business Total 17,654
Suez Environment Total 1,091
System Reporting Total 1,741
Taxas Total 8,059
Technical Services Total 4,592
Treasury Total 2,620
Utility Accounting Total 13,349
UWMAE&S Payroll Total 5,134
Water Treatment Total (45)

Grand Total 180,909
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ADBENDUM

AGREEMENT

BETWEEN

GENERAL WATERWCORKS MANAGEMENT AND SERVICE CCMPANY

AND

THE NEW ROCIELLE WATEDR COMPANY

Filed with: NEW ¥YORK PUBLIC
SERVITE COMMISSION

Date: June 2%, 1985
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ADDENDUM, datecd July 1, 18985, to Aqgreenment dated
May 13, 1974 bezween GHENERAL WATERWORKS MANAGEMENT AND

SERVICE COMPANY and THE NEW ROCHELLE WATER CUMPANYVY.

ARPICLE IZ, Paragrarh 5. 15 changed £o recad as

foliows:

Accounting and Data Processing Services: 1In
proportion to the capitalization of Utility Company
at the end of the vreceding yual.

ATTEST: GENERAL WATERWORKS MANAGEMENT
AND SERVICE COMPANY

~

fif: / -i«“ ./ ~ :
//i(ﬁbu}fu«(d ;_/Jf.c,émc,q,.r By: %/[/’7@/?{/” . /

,Qﬁgmu#'Secretarv Sener Vice Pte%&dent

ALTEST S THE NEW ROCHELLE WATERXR COMPANY

Zéé/ LZS . o

Lssistant Secrotary ' President

(Utility Company)
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AGREEMENT

Agreement, dated&(‘?fﬂé?( &'/ , 2001 between UNITED WATER NEW
YORK INC. (hereinafter “UWNY™), a New York corporation, with offices at 360 West Nyack
Road, West Nyack, New York 10994, and UNITED WATER NEW ROCHELLE INC.

(hereinafter “UWNR"), also a New York corporation, with offices at 2525 Palmer Avenue, New
Rochelle, New York 10801.

The background of this Agreement is that:
1. UWNY and UWNR are affiliated companies.

2. UWNY is a subsidiary of United Water Ne\;\f Jersey, a New Jersey corporation with
offices at 200 Old Hook Road, Harrington Park, New Jersey 07640.

3. UWNR is a subsidiary of United Waterworks Inc. (hereinafter “UWW’"), a Delaware
corporation, with offices at 200 Old Hook Road, Harrington Park, New Jersey 07640.

3. UWNIJand UWW are both subsidiaries of United Water Resources Inc.

4. Due in part to their geographical proximity, UWNY and UWNR can economically
obtain valuzble management and operating services of superior quality by contracting to secure
the same from each other on an as needed basis. Both UWNY and UWNR maintain
organizations whose officers and employees are familiar with all facets of the water utility
business. Such officers and employees are qualified to render the services to be performed under

this Agreement.

6.  The services to be rendered under this Agreement are to be rendered at their cost, as
hereinafter provided.

7. Both UWNY and UWNR have Service Agreements with United Water
Management and Services Inc., which are on file with the New York State Public Service
Commission, and which provide for a broader scope of service functions. Services rendered
pursuant to this Agreement will not be duplicative of those rendered pursuant to the Service

Agreements.

NOW, THEREFORE, 1n consideration of the premises and the mutual agreements herein
contained, the parties hereto agree as follows:
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ARTICLE]

UWNY and UWNR shall make their respective qualified employees available to each
other to furnish, and each shall utilize, as needed, general management and operations services
upon the terms and conditions hereinafter set forth. In order to render such services and to
promote the efficient and economic operation of UWNY and UWNR, the officers and employees
of each shall keep themselves informed on all aspects of their respective operations. Such
personnel may make recommendations for operating. expenditures and additions to and
improvements of property, plant and equipment. UWNY or UWNR, by mutual consent, may
engage a non-affiliated company or person to provide such services on its behalf.

ARTICLE I

In consideration for the services to be rendered as herein above provided, UWNY and
UWNR each agree to pay the cost thereof, determined as provided in this Article II and in Article

L

The extent of service rendered shall be based on actual time spent by such personnel, as
reflected in their daily time sheets or other mutually acceptable means of determination, and shall

be charged directly.

In determining the cost to be assessed for the rendering of services as herein provided,
there shall be added to the salaries of all officers and employees for whose services charges are to
be made, a percentage sufficient to cover the general overhead properly allocable thereto. Such
percentage shall be calculated on the basis of budgeted costs and will be adjusted periodically to
reflect actual costs. No general overhead shall be added to costs incurred for services of non-
affiliated consultants. In addition, the utility providing service shall be relmbursed for actual
travel or other expense of personnel rendering service.

The term "general overhead” shall include (a) pension and insurance, (b) salaries paid
during vacation, holidays, sickness and other authorized absences, and (c) payroll-related taxes.

ARTICLE 1II

As soon as practicable after the last day of each month, UWNY and or UWNR shall bill
for all amounts due for services and expenses for such month, computed pursuant to Article IL.
Such billing shall be in sufficient detail to show separately the charge for each class of service
rendered. All amounts so billed shall be paid within a reasonable time.

Both UWNY and UWNR agree to keep their books and records available for inspection
by each others’ representatives and by regulatory bodies having jurisdiction over each respective
utility with respect to information pertaining to services rendered hereunder.

Both UWNY and UWNR shall at any time, upon request of the other, furnish any and all
information required with respect to the services rendered hereunder and the cost thereof.

<.
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This Agreement shall be in full force and effect as of the date first mentioned above,
subject to any necessary approval of governmental regulatory agencies having jurisdiction in the
-premises, and shall continue in full force and effect until terminated by either of the parties
hereto giving the other party hereto ninety days' notice in writing; provided, however, that this
Agreement shall terminate as of the date UWNY or UWNR ceases to be an affiliate of UWW.

IN WITNESS WHEREQOF, UWNY and UWNR have caused these presents to be signed
in their respective corporate names by their respective Presidents or Vice Presidents, and attested
by their respective Secretaries or Assistant Secretaries, all as of the day and year first above

written.

UNITED WATER NEW YORK INC.
ATTEST:
By:‘%\
, Secretary
UNITED WATER NEW ROCHELLE INC.
ATTEST:

, Sef:'retary
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VERIFICATION
STATE OF NEW YORK )
) ss:
COUNTY OF )

1, Gary Harstead, being duly sworn, depose and state that I am the Vice President and General
Manager of United Water New York, the corporation named and described in the foregoing
Agreement; that I have read the foregoing Agreement and know the contents thereof to be true.

/Gary Harstead
Sworn to before me this /8"~
Day of L2 gemdbrin , 2001
) LESLIE MAIER
_ . NgtarytPublic, Séate of New York
- egistration #01MAB0R0837

,-é_xf_i A AR _ Qualified n Rockland County

Notary Public . My Commission Expires July 2, 2003
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VERIFICATION
STATEOFNEW YORK . )
) ss:
COUNTY OF )

I, Kevin Winn, being duly sworn, depose and state that I am the Vice President and Manager of
United Water New Rochelle, the corporation named and described in the foregoing Agreement;
that I have read the foregoing Agreement and know the contents thereof to be true.

=5

Kevin Winn

Sworn to before me this /Y

- Day of _ | ecombsysn, 2001

Lecorer O U)o

Notary Public

SUSAN C. CRAWFORD
Notary Pubfe, State of MNew York
No. 01GR—4’50247"
Oualifled in Westchester County
Cornmission Exptrea Aprl 30, 20
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United Wator Management & Servicaea
200 Old Hook Road
Harrington Park, NJ 07640-1799

telephone 201 784 9434

December 23, 1997

John C. Crary, Secretary
Public Service Commission
3 Empire State Plaza

New York, New York 12223

Re: United Water New Rochelle
United Water Owego
United Water Nichols
Sector Agreements

Dear Mr. Crary:

United Water New Rochelle (UWNR), United Water Owego (UWO) and United Water
Nichols (UWN) are subsidiaries of United Waterworks Inc. (UWW). Recently UWW
was reorganized based upon the geographical sector concept in which the larger utilities
provide certain operational and management support for the smaller utilities in the sector,
on an as needed basis.

UWO and UWN are both located within a sector for which UWNR is the largest
company. Therefore, UWNR will render services to UWO and UWN as specified in the
Sector Agreements that those two companies have entered into with UWNR.

Since these Sector Agreements are agreéments between affiliated interests, pursuant to
Public Service Law § 110, enclosed are two copies each of the two Sector Agreements.
Please file one copy of each Agreement and return the other copy of each Agreement to
me stamped “filed”.
Thank you.
Very truly yours,

“Carl H. Grossman
Corporate Counsel

cc: J. Dwyer
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SECTOR AGREEMENT

This Agreement, dated 27 £d.lobe) |, 1997, between UNITED WATER NEW
ROCHELLE INC. (hereinafter “UW New Rochelle”), a New York corporation, with
offices at 415 Huguenot Street, New Rochelle, New York 10801, and UNITED WATER
- OWEGO INC. (hereinafter “Utility Company’), a New York corporation, with offices at
575 E. Mair Street, Owego, New York 13827.

The background of this Agreement is that:

1. Both UW New Rochelle and Utility Company are subsidiaries of United
Waterworks Inc. (hereinafter “UWW™’), a Delaware corporation, with offices at 200 Old
Hook Road, Harrington Park, New Jersey 07640,

2. UWW was recently reorganized based on a geographical sector concept in
which the larger utilities, such as UW New Rochelle, provide certain operational and
management support for smaller utilities within the sector, such as Utility Company, on
an as needed basis. UW New Rochelle maintains an organization whose officers and
employees are familiar with all facets of the water utility business. Such officers and
employees are qualified to render the services to be performed under this Agreement.

3. Utility Company can economically obtain valuable management and operating
services of superior quality by contracting to secure the same from UW New Rochelle,

4. UW New Rochelle has entered. or proposes to enter, into agreements similar to
this Agreement with other affiliated utility companies (hereinafter referred to collectively
as “Utility Companies”).

5. The services to be rendered under this Agreement are to be rendered at their
cost to Utility Company, as hereinafter provided.

6. Both UW New Rochelie and Utility Company have Service Agreements with
United Water Management and Services Inc., which are on file with the appropriate
regulatory agencies, and which provide for a broader scope of service functions. Services
rendered pursuant to this Agreement will not be duplicative of those rendered pursuant to
the Service Agreements. -
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NOW, THEREFORE, in consideration of the premises and the mutual agreements
herein contained, the parties hereto agree as follows:

ARTICLEL

UW New Rochelle shall make qualified employees available to furnish to Utility
Company, and Utility Company shall utilize, as needed, general management and
operations services upon the terms and conditions hereinafter set forth: In order to render
such services and to promote the efficient and economic operation of Utility Company,
UW New Rochelle’s employees shall keep themselves informed on all aspects of Utility
Company’s operations and shall regularly visit Utility Company’s facilities. Such
personnel may make recommendations for operating expenditures and additions to and
improvements of property, plant and equipment, UW New Rochelle or Utility Company,
by mutual consent, may engage a non-affiliated company or person to provide such
services on its behalf.

ARTICLEIL

In consideration for the services to be rendered by UW New Rochelle as
hereinabove provided, Utility Company agrees to pay to UW New Rochelle the cost
thereof, deterrnined as provided in this Article IT and in Axticle 1.

The extent of service rendered by UW New Rochelle personnel for Utility
Company shall be based on actual time spent by such personnel, as reflected in their daily
time sheets or other mutually acceptable means of determination, and shall be charged
directly to the Utility Company.
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In determining the cost to be assessed by UW New Rochelle for the rendering of
services to Utility Company as herein provided, there shall be added to the salaries of all
officers and employees for whose services charges are to be made, a percentage sufficient
to cover the general overhead of UW New Rochelle properly allocable thereto, Such
percentage shall be calculated on the basis of budgeted costs and will be adjusted
periodically to reflect actual costs. No general overhead of UW New Rochelle shall be
added to costs incurred for services of non-affiliated consultants employed by UW New
Rochelle.

The term “general overhead” shall include (a) pension and insurance premiums
paid for the benefit of UW New Rochelle employees, (b) salaries paid during vacation,
holidays, sickness and other authorized absences, and (c) payroll-related taxes. ,

ARTICLE I

As soon as practicable after the last day of each month, UW New Rochelle shall
render a bill to Utility Company for all amounts due from Utility Company for services
and expenses for such month, cornputed pursuant to Article II. Such bills shall be in
sufficient detail to show separately the charge for each class of service rendered. All
amounts so billed shall be paid by Utility Company within a reasonable time after receipt
of the bill therefor.

It is understood by Utility Company that UW New Rochelle has entered, or may
enter, into similar agreements with other Utility Companies that are affiliated with UWW
to which similar services are to be furnished. UW New Rochelle will not enter into
agreements to perform similar services for other companies on terms more favorable than
those provided herein. '

UW New Rochelle agrees to keep its books and records available for inspection
by representatives of Utility Company and by regulatory bodies having jurisdiction over
Utility Company with respect to information pertaining to services rendered hereunder,

UW New Rochelle shall at any time, upon request of Utility Company, furnish
any and all information required by Utility Company with respect to the services rendered
by UW New Rochelle hereunder and the cost thereof.

This Agreement shall be in full force and effect as of the date first mentioned
above, subject to any necessary approval of govemmental regulatory agencies having
jurisdiction in the premises, and shall continue in full force and effect until terminated by
either of the parties hereto giving the other party hereto ninety days’ notice in writing;
provided, however, that this Agreement shall terminate as of the date Utility Company or
New Rochelle ceases to be an affiliate of UWW.







hibi X
CASE 09-W-0824 E;g?éﬁf(l:?: Y

IN WITNESS WHEREOF, UW NEW ROCHELLE and UTILITY COMPANY
have caused these presents to be signed in their respective corporate names by their
respective Presidents or Vice Presidents, and attested by their respective Secretaries or
Assistant Secretaries, all as of the day and year first above written.

UNITED WATER NEW ROCHELLE INC.

ATTEST:

Pl sy (542

Allan D, Shakley Joseph E. Dwyer, Presxdeﬁ_/
Secretary

UNITED WATER OWEGO INC.
ATTEST:

ikt Nkl O

Allan D. Shakley & JosephB/ wyer, President’
Secretary
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Umtedwater /)J(‘\ ". United Water Management & Services

200 Otd Hook Road
Harrington Park, NJ 07640-1743
telephone 201 784 9434

December 23, 1997

John C. Crary, Secretary
Public Service Commission
3 Empire State Plaza

New York, New York 12223

Re: United Water New Rochelle .
United Water Owego
United Water Nichols
Sector Agreements

Dear Mr. Crary:

United Water New Rochelle (UWNR), United Water Owego (UWQ) and United Water
Nichols (UWN) are subsidiaries of United Waterworks Inc. (UWW). Recently UWW
was reorganized based upon the geographical sector concept in which the larger utilities
provide certain operational and management support for the smaller utilities in the sector,
on an as needed basis.

~UWO and UWN are both located within a sector for which UWNR is the largest
company. Therefore, UWNR will render services to UWO and UWN as specified in the
Sector Agreements that those two companies have entered into with UWNR.

Since these Sector Agreements are agreérnents between affiliated interests, pursuant to
Public Service Law § 110, enclosed are two copies each of the two Sector Agreements.
Please file one copy of each Agreement and retumn the other copy of each Agreement to

me stamped “filed”.

Thank you,

Very truly yours,
Carl H. Grossman
Corporate Counsel

cc: J. Dwyer
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 SECTOR AGREEMENT

This Agreement, dated 27 CcTot61, 1997, between UNITED WATER NEW
ROCHELLE INC. (hereinafter “UW New Rochelle™), a New York corporation, with v
offices at 415 Huguenot Street, New Rochelle, New York 10801, and UNITED WATER
NICHOLS INC. (hereinafter “Utility Company”), a New York corporation, with offices
at 575 E. Main Street, Owego, New York 13827.

The background of this Agreement is that:

1. Both UW New Rochelle and Utility Company are subsidiaries of United
Waterworks Inc. (hereinafter “UWW™), a Delaware corporation, with offices at 200 Old
Hook Road, Harrington Park, New Jersey 07640.

2. UWW was recently reorganized based or a geographical sector concept in
which the larger utilities, such as UW New Rochelle, provide certain operational and
management support for smaller utilities within the sector, such as Utility Company, on
an as needed basis. UW New Rochelle maintains an organization whose officers and
employees are familiar with all facets of the water utility business. Such officers and
employees are qualified to render the services to be performed under this Agreement.

3. Utlity Company can economically obtain valuable management and operating
services of superior quality by contracting to secure the same from UW New Rochelle.

4. UW New Rochelle has entered, or proposes to enter, into agreements similar to
this Agreement with other affiliated utility companies (hereinafter referred to collectively
as *Utility Companies™).

5. The services to be rendered under this Agreement are to be rendered at their
cost to Utility Company, as hereinafter provided.

6. Both UW New Rochelle and Utility Company have Service Agreements with

United Water Management and Services Inc., which are on file with the appropriate

| regulatory agencies, and which provide for a broader scope of service functions. Services

rendered pursuant to this Agreement will not be duplicative of those rendered pursuant to
the Service Agreements. ”
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NOW, THEREFORE, in consideration of the premises and the mutual agreements
herein contained, the parties hereto agree as follows:

ARTICLEL

UW New Rochelle shall make qualified employees available to furnish to Utility
Company, and Utility Company shall utilize, as needed, general management and
operatlons services upon the terms and conditions hereinafter set forth: In order to render
such services and to promote the efficient and economic operation of Utility Company,
UW New Rochelle’s employees shall keep themselves inforrmed on all aspects of Utility
Company’s operations and shall regularly visit Utility Company’s facilities. -Such
personnel may make recommendations for operating expenditures and additions to and
improvements of property, plant and equipment. UW New Rochelle or Utility Company,
by mutual consent, may engage a non-affiliated company or person to provide such
services on its behalf.

ARTICLE I

In consideratién for the services to be rendered by UW New Rochelle as
hereinabove provided, Utility Company agrees to pay to UW New Rochelle the cost
thereof, determined as provided in this Article II and in Article III.

The extent of service rendered by UW New Rochelle personnel for Utility
Company shall be based on actual time spent by such personnel, as reflected in their daily
time sheets or other mutually acceptable means of determination, and shall be charged
directly to the Utility Company.
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In determining the cost to be assessed by UW New Rochelle for the rendering of
services to Utility Company as herein provided, there shall be added to the salaries of all
officers and employees for whose services charges are to be made, a percentage sufficient
to cover the general overhead of UW New Rochelle properly allocable thereto. Such
percentage shall be calculated on the basis of budgeted costs and will be adjusted
periodically to reflect actual costs. No general overhead of UW New Rochelle shall be .
added to costs incurred for services of non-affiliated consultants employed by UW New
Rochelle. :

The term “general overhead” shall include (a) pension and insurance premiums
paid for the benefit of UW New Rochelle employees, (b) salaries paid during vacation,
holidays, sickness and other authorized absences, and (c) payroll-related taxes. '

ARTICLEII _

As soon as practicable after the last day of each month, UW New Rochelle shall
render a bill to Utility Company for all amounts due from Utility Company for services
and expenses for such month, computed pursuant to Article I. Such bills shall be in
sufficient detail to show separately the charge for each class of service rendered. All
amounts so billed shall be paid by Utility Company within a reasonable time after receipt
of the bill therefor. ' S

It is understood by Utility Company that UW New Rochelle has entered, or may
enter, into similar agreements with other Utility Companies that are affiliated with UWW
to which similar services are to be furnished. UW New Rochelle will not enter into
agreements to perform similar services for other companies on terms more favorable than
those provided herein.

UW New Rochelle agrees to keep its books and records available for inspection
by representatives of Utility Company and by regulatory bodies having jurisdiction over
Utility Company with respect to information pertaining to services rendered hereunder,

UW New Rochelle shall at any time, upon request of Utility Company, furnish
any and all information required by Utility Company with respect to the services rendered
by UW New Rochelle hereunder and the cost thereof.

This Agreement shail be in full force and effect as of the date first mentioned
above, subject to any necessary approval of govemmental regulatory agencies having
jurisdiction in the premises, and shall continue in full force and effect until terminated by
either of the parties hereto giving the other party hereto ninety days’ notice in writing;
provided, however, that this Agreement shall terminate as of the date Utility Company or
New Rochelle ceases to be an affiliate of UWW. ’
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IN WITNESS WHEREOQF, UW NEW ROCHELLE and UTILITY COMPANY
have caused these presents to be signed in their respective corporate names by their
respective Presidents or Vice Presidents, and attested by their respective Secretaries or
Assistant Secretaries, all as of the day and year first above written.

UNITED WATER NEW ROCHELLE INC.

ATTEST:
Allan D, Shakley 4 Joseph \)ﬁwyer President v
Secretary

UNITED WATER NICHOLS INC.
ATTEST:

222 W By ka §
Allan D. Shakley Iosep wyer, Presrdént

Secretary
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John T. Dillon Q o .
Corporate Attornsy — Regulated Operations o @‘g n Ite ater
UNITED WATER 7o
200 Old Hook Road, Harrington Park, NJ 07640 ° SN
telephons (201) 767-2811

facsimite (201) 767-7018
a-mail; john. dilon@unitedwater.com

August 8, 2008
VIA FEDERAL EXPRESS

Honorable Jaclyn A. Brilling

Secretary to the Commission

New York State Public Service Commission
Empire State Plaza

Agency Building 3

Albany, New York 12223-1350

Re:. United Water Westchester Inc.: Sector Agreements — United Water New York Inc. — United
Water Westchester Inc. and United Water New Rochelle Inc. -- United Water Westchester Inc.:
and Management and Services Agreement with United Management & Services Inc.

Dear Secretary Brilling: .

Enclosed for filing please find one (1) original and five (§) copics each of the following intercompany
agreements relating to the acquisition of United Water Westchester Inc.:

1. Sector Agreement between United Water New York Inc. and United Water
Westchester Inc,

2. Sector Agreement between United Water New Rochelle Inc. and United Water
Westchester Inc,

3, Management and Services Agreement between United Water Management &
Services Inc. and United Water Westchester Inc.

United Water does not have a record that indicates that these agreements were previously filed. Please be

advised that these agreements are consistent with those previously filed by United Water with the
Commission for its other affiliates.

Should you have any questions concerning the foregoing, please contact me at (201) 767-2811

Thank you.

Respectfully submitted,

ohn T. Dillon
Corporate Attomey — Operations

Enclosures (16)

ec: Michael J. Pointing
Mark Gennari

www.unitedwater.com
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AGREEMENT

BETWEEN

UNITED WATER NEW ROCHELLE INC. AND UNITED WATER WESTCHESTER INC.
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AGREEMENT

Agreement, dated October 18, 2007 between UNITED WATER NEW ROCHELLE INC,
(hereinafter “UWNR™), a New York corporation, with offices at 2525 Palmer Avenue, New
Rochelle, New York 10801 and UNITED WATER WESTCHESTER INC. (hereinafter “UW

WESTCHESTER”), a New York corporation, with offices at 2525 Palmer Avenue, New Rochelle,
New York 10801,

WITNESSETH:
1. WHEREAS, UWNR and UW WESTCHESTER are affiliated companies.

2. WHEREAS, UWNR is a subsidiary of United Waterworks Inc., (hereinafter “UWW"),
a Delaware corporation with offices at 200 Old Hook Road, Harrington Park, New Jersey 07640,

3. WHEREAS, UW WESTCHESTER is a subsidiary of United Waterworks Inc.
4.  'WHEREAS, United Waterworks Inc.is a subsidiary of United Water Resources Inc,

5. WHEREAS, Due in part to their geographical proximity, UWNR and UW
WESTCHESTER can economically obtain valuable management and operating services of superior
quality by contracting to secure the same from each other on an as needed basis. Both UWNR and
UW WESTCHESTER maintain organizations whose officers and employees are familiar with all

facets of the water utility business. Such officers and employees are qualified to render the services
to be performed under this Agreement,

6. 'WHEREAS, The services to be rendered under this Agreement are to be rendered at
their cost, as hereinafier provided.

7.  WHEREAS, Both UWNR and UW WESTCHESTER have Service Agreements with
United Water Management and Services Inc., which are on file with the New York State Public
Service Commission, and which provide for a broader scope of service functions. Services rendered

pursuant to this Agreement will not be duplicative of those rendered pursuant to the Service
Agreements.

NOW, THEREFORE, in consideration of the premises and the mutual agreements herein.
contained, the parties hereto agree as follows:
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ARTICLE 1 - SERVICES AND COMPENSATION

UWNR and UW WESTCHESTER shall make their respective qualified employees available
to each other to furnish, and each shall utilize, as needed, general management and operations
services upon the terms and conditions hercinafier set forth. In order to render such services and to
promote the efficient and economic operation of UWNR and UW WESTCHESTER, the officers and
employees of each shall keep themselves informed on all aspects of their respective operations.
Such personnel may make recommendations for operating expenditures and additions to and
improvements of property, plant and equipment. UWNR or UW WESTCHESTER, by mutual
consent, may engage a non-affiliated company or person to provide such services on its behalf.

In consideration for the services to be rendered as herein above provided, UWNR and UW

WESTCHESTER each agree to pay the cost thereof, determined as provided in this Article I and in
Article IIL

The extent of service rendered shall be based on actual time spent by such personnel, as

reflected in their daily time sheets or other mutually acceptable means of determination, and shall be
charged directly.

In determining the cost to be assessed for the rendering of services as herein provided, there
shall be added to the salaries of all officers and employees for whose services charges are to be
made, a percentage sufficient to cover the general overhead properly allocable thereto, Such
percentage shall be calculated on the basis of budgeted costs and will be adjusted periodically to
reflect actual costs. No general overhead shall be added to costs incurred for services of non-

affiliated consultants. In addition, the utility providing service shall be reimbursed for actual travel or
other expense of personnel rendering service.

The term "general overhead” shall include (a) pension and insurance, (b) salaties paid during
vacation, holidays, sickness and other authorized absences, and (c) payroll-related taxes.

ARTICLE II - METHOD OF BILLING AND PAYMENT

As soon as practicable after the last day of each month, UWNR and or UW WESTCHESTER
shall bill for all amounts due for services and expenses for such month, computed pursuant to Article
IL. Such billing shall be in sufficient detail to show separately the charge for each class of service
rendered. All amounts so billed shall be paid within a reasonable time.

Both UWNR and UW WESTCHESTER agree to keep their books and records available for
inspection by each others’ representatives and by regulatory bodies having jurisdiction over each

respective utility with respect to information pertaining to services rendered hereunder.,

Both UWNR and UW WESTCHESTER shall at any time, upon request of the other, furnish
any and all information required with respect to the services rendered hereunder and the cost thereof.

ARTICLE Iil - DURATION OF AGREEMENT

This Agreement shall be in full force and effect as of the date first mentioned above, subject
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to any necessary approval of governmental regulatory agencies having jurisdiction in the premises,
and shall continue in full force and effect until terminated by either of the parties hereto giving the
other party hereto ninety days' notice in writing; provided, however, that this Agreement shall
terminate as of the date UWNR or UW WESTCHESTER ceases to be an affiliate of UWW.

ARTICLE IV

Building allocation costs will be based upon the square footage of office space utilized to
provide services to UW WESTCHESTER. This allocation incorporates costs including but not
limited to rent, light, heat, telephone, building maintenance services, depreciation and amortization
of leasehold expenses and other miscellaneous costs

IN WITNESS WHEREOF, UWNR and UW WESTCHESTER have caused these presents to
be signed in their respective corporate names by their respective Presidents or Vice Presidents, and

attested by their respective Secretaries or Assistant Secretaries, all as of the day and year first above
written.

UNITED WATER NEW ROCHELLE INC.

ATTEST;
J Tokn Do , Secretary ' Robert J{Jacullo
. ‘ President
Pssighead
J‘S‘; ok United Water New Rochelle Inc.
UNITED WATER WESTCHESTER INC.
ATTEST:
OL/‘ ’bf @Q) By: M : P&Q/b\/tt/‘/(q
Tehn Obka Bssshop SEOTELATY Michael J. Pointing\_/

Vice President & General Manager
United Water Westchester Inc.
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United Water New Rochelle
Caself 09-W-0824
ME:S Fees

MS BU Dpt Department Name
Accounts Payable Total
Administration_General Total
Commercial Development Total
Corporate Communications Total
Corporate Finance Total
Creative Services Total
Customer Accounting Total
Customer Care Total
Custemer Service Office Total
Engineering Total
Environmental Resources Total
Expat Customer Care Total
External Affairs Total
Financial Planning Total
General Accounting Total
Human Resources Total
Internal Audit Total
IT - Infrastructure Total
IT - Service Delivery Total
Legal Tota!

Marketing Total
Procurement Total
Quality Management Total
Regulatory Business Total
Scada Engineering Total
Suez Environment Total
System Reporting Total
Systems Office Total
Taxes Total

Technical Services Total
Treasury Total

Utility Accountir{g Total
UWME&S Payroll Total
Water Treatment Total
Grand Total
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Response to STAFF-63 GRW-15 Part 5

Project M&S Fee
39,956
162,514
53,174
50,982
40,120
18,627
667
17,144
1,303
3,266
786
20,323
9,705
103,524
172,375
122,356
46,946
201,752
151,118
80,083
8,777
32,371
{196)
152,014
2,270
10,656
20,496
61
96,479
58,210
24,012
140,686
59,547
881
1,902,985
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United Water New Rochelle Response to STAFF-63 GRW-15 Part 5
Casef 09-W-0824
M&S Fees
MS BU Dpt Department Name Project M&S Fee

Accounts Payable Total 32,868
Administration_General Total 143,658
Atlantic Division Total 1,047
Commercial Development Total 23,258
Corporate Communications Total 32,369
Corporate Finance Total 34,711
Creative Services Total 12,079
Customer Accounting Total 645
Customer Care Total 23,158
Customer Service Office Total 444
Engineering Total 821
Expat Commercial Development Total : 8,740
Expat Customer Care Total 22,396
Expat Engineering Total 7,874
External Affairs Total 8,016
Financial Planning Total 85,383
General Accounting Total 175,216
Human Resources Total 122,027
Internal Audit Total 36,891
IT - Infrastructure Total 189,864
IT - Service Delivery Total 134,860
Legal Total 83,987
Marketing Total 17,452
Procurement Total 34,263
Quality Assurance_Qlty Control Total (11)
Regulatery Business Total 142,656
Scada Engineering Total 12,793
Suez Environment Total 2,832
System Reporting Total 29,839
Taxes Total 77,761
Technical Services Total 71,558
Treasury Total 24,094
Utility Accounting Total 94,649
UWMA&S Payroll Total 42,160

Grand Total 1,730,358
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United Water New Rochelle
Caseit 09-W-0824
ME&S Fees

MS BU Dpt Department Name
Accounts Payable Total
Administration_General Total
Commercial Development Total
Corpoarate Communications Total
Corporate Finance Total
Creative Services Total
Customer Accounting Total
Customer Care Total
Customer Service Office Total
Engineering Total
Expat Accounting Total
Expat Atlantic Division Total
Expat Commercial Development Total
Expat Customer Care Total
Expat Engineering Total
Expat Procurement Total .
Financial Planning Total
General Accounting Total
Human Resources Total
Internal Audit Total
IT - infrastructure Total
IT - Service Delivery Total
IT Infrastructure Helpdesk Total
IT Service Development Total
Legal Total
Marketing Total
Procurement Total
Regulatory Business Total
Scada Engineering Total
Suez Environment Total
System Reporting Total
Taxes Total
Technical Services Total
Treasury Total
Utility Accounting Total
UWMA&S Payroll Total
Grand Total

Response to STAFF-63 GRW-15 Part 5

Project

M&S Fee
27,282
68,063
19,843
17,091
24,765

7,800
423
13,667
338
1,481
16,942
159
15,649
14,863
6,032
183
51,680
192,955
99,174
30,861
149,765
108,416
16,787
11,749
58,636
4,917
34,599
112,111
1,440
1,373
26,391
45,224
62,879
13,763
50,156
28,715
1,336,172
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United Water New Rochelle
Casei#t 09-W-0824

United Water New Rochelle
STIP/LTIP in M&S Fees Calculation

Corporate M&S Gross Costs
Regulated M&S Gross Costs
Non-Regulated M&S Gross Costs

Corporate LTIP
LTIP%

Regulated LTIP
LTIP%

Non-Regulated LTIP
LTIP%

Corporate STIP
STIP%

Regulated STIP
STIP%

Nen-Regulated STIP
STIP%

Corporate M&S Fees Charged to New Rochelle
STIP/LTIP %
STIP/LTIP in Corporate M&S Fees Allocated to UWNR

Regulated M&S Fees Charged to New Rochelle
STIPILTIP %
STIP/LTIP in Regulated M&S Fees Allocated to UWNR

Non-Regulated M&S Fees Charged to New Rochelle
STIPILTIP %
STIP/LTIP in Non-Regulated M&S Fees Allocated to UWNR

Total M&S Fees
STIP/LTIP %
Total STIP/LTIP in Total M&S Fees Allocated to UWNR

Response to STAFF-63 GRW-15 Part 6

6/30/2009 6/30/2008 6/30/2007
21,705,323 19,799,687 16,416,712
18,512,472 17,371,011 16,525,504

9,202,796 8,069,547 8,441,006
49,420,591 45,240,245 41,383,222
1,035,828 786,744 569,413
4.8% 4.0% 3.5%
530,375 527,676 423,180
2.9% 3.0% 2.6%
336,463 329,153 269,507
3.7% 4.1% 3.2%
1,459,681 1,219,350 1,044,859
6.7% 6.2% 6.4%
1,252,507 1,028,735 1,047,722
6.8% 5.9% 6.3%
566,267 532,030 563,509
6.2% 6.6% 6.7%
921,749 792,066 546,119
1.5% 10.1% 9.8%
105,976 80,252 53,700
968,820 928,794 773,694
9.6% 9.0% 8.9%
93,304 83,218 68,865
12,416 9,498 51,049
9.8% 10.7% 9.9%
1,218 1,014 5,038
1,902,985 1,730,357 1,370,862
10.5% 9.5% 9.3%
200,498 164,484 127,603
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T ” N T g M-3 Adj per ﬂ H M:3 Ad or 1120 -
: : Provision Add Tax Retum Add Difforence
Unit  [[Joumal ID Date Sub Acct Dascr Sum Amount Descr Posted {Doduct (Deduch) :
Balance @ 12/31/2004 0.00
00053 REV2004BTX 12/15/2005 28308 Def. FiT-Cost of Removal 17 i Reversal tax adjustment 04/20/2006
00053 TAXADJ2005 12/15/2005 28308 Def. FIT-Cost of Remova! Tax Adjustment 04/20/2006
Balance @ 12/31/2005
00053 QPEN_ITEMS 01/31/2006 28308 Def. FIT-Cost of Removal i Reclassify ending 2005 balance 02/01/2006
00053 2005FBKTAX 12/15/2006 28308 Def. FIT-Cost of Removal 3y 2005 Federal Provision to Retu 12/28/2006
00053 PROVISION 12/15/2006 28308 Def. FIT-Cost of Removal 7 1 A To record Deferred & Curretn F 01/05/2007
00053 TAXADJDIT 12/15/2006 28308 Def. FIT-Cost of Removal 296,979.00 To adjust both Federal and Sta 03/22/2007
Balance @ 12/31/2006 (R ! : 2006 PR RS ICR VA R 67,228.00
x 31.84% x 35.00%
(74575 1 A 23,529.80 B
00053 PROVISION 06/15/2007 28308 . Def. FIT-Cost of Removal 25.745.00 To record Deferred & Cumvent F 07/03/2007
00053 PROVISION 07/01/2007 28308 ‘ Def. FIT-Cost of Removal L (25.746.018 To record Deferred & Current F 07/03/2007
00053 2006FBKTAX 09/15/2007 28308 Def. FIT-Cost of Removal 23,530.00 B To record the 2006 Federal Prc 09/28/2007
00053 PROVISION 12M5/2007 28308 = Def. FIT-Cost of Removal- “tus, 6800 - To récord Deferred & Current F 01/04/2008
00053 PROVISIONF 12/31/2007 28308 Def. FIT-Cost of Removal 0 i1y € To Record 2007 Provision 02/2612008
00053 PROVIS_REV  12/31/2007 28308 Def, FIT-Cost of Removal 96,660.00 . To record Deferred & Current F 02/26/2008
Balance @ 12/31/2007 s ; 2007 CETRSG LRV SRR SAE A T
x 31.84% x 35.00%
i 2 G R F A
00053 PROVISION 06/15/2008 28308 Def, FIT-Cost of Removat (21392000 To record Deferred & Current F 07/01/2008
00053 PROVISIONT  06/15/2008 28308 Def. FIT-Cast of Removal £21.292.00) = To record Deferred & Current B~ 7 07/03/2008
00053 PROVISION2 06/15/2008 28308 Def. FIT-Cost of Removal {230,040 To record Deferred & Current F 07/03/2008
00053 PROVISION3  06/15/2008 28308 Def. FIT-Cost of Removal .:21,392.00 "% To racord Deferred & Current F 07/03/2008
00053 PROVISION4 06/15/2008 28308 Def, FIT-Cost of Removal ) 21,392,00 " To record Deferred & Current F 07/03/2008
00053 PROVISIONC - 08/15/2008 28308 Def FIT-Cost of Removat . (21.3%2.00) _ 5 To record Deferred & Current F 07/02/2008
00053 PROVISIONR  06/15/2008 28308 Def. FIT-Cost of Removali 1 21,392.00 To record Deferred & Current F 07/02/2008
00053 PROVISION . .07/01/2008 28308 .. Def. FIT-Cost of Removai . 21,382.00 . Te record Deferred & Current F 07/01/2008
00053 PROVISIONY  07/01/2008 26308 Def. FIT-Cost of Removal ™ ©21,392.00  To record Deferred & Current F 07/03/2008
00053 PROVISION2  07/01/2008 28308 Def. FIT-Cost of Removal 21,392.00 . To record Deferred & Current F 071032008
00053 PROVISION3 07/01/2008 28308 Def. FiT-Cost of Removal 24,292,000 © To record Deferred & Current F 07/03/2008
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GL 28308

Sub Acct

...

Posted

Page 2 of 4

Unit |[Joumal ID Date Sum Amount

00053 PROVISION4 - 07/01/2008 28308 Def. FIT-Cost of Removal - (21,392.00; --To fecord Deferred & Current F 07/03/2008

00053 PROVISIONC  07/01/2008 28308 Def. FIT-Cost of Removal 21,392.00  To record Deferred & Gurent F 07/02/2008

00053 PROVISIONR " 07/01/2008 28308 Daf. FIT-Cost of Removai - T(21.3920M - Totecord Deferred & Current F 07/02/2008

00053 2007FBKTAX 09/15/2008 28308 Def. FIT-Cast of Removal ‘85.017.00v D 2007 Federal Provision to Retu 09/24/2008

00053 PROVISION ™ 09/15/2008 28308 Dt FiT-Cosl &f Removai © 21002007 Torecord Septémber 2008 Provi " 10/01/2008

00053 .PROVISION . 10/01/2008 28308 Bef, FIT-Cost of Removal . 21,3200  To record September 2008 Provi - 10/01/2008

00053 DEFTAXADJ 1111512008 26308 Def. FIT-Cost of Removat (*.09)  To adjust PeopleSoft deferred 11/29/2068

00053 PROVISION 121152008 28308 Def. FIT-Cost of Remaval {*00,321.00 E  To recard Deferred & Current F 01/05/2009
Balance @ 12/31/2008 { 353

00053 PROVISION 03/15/2009 28308 Dyef. FIT-Cost of Reémoval (47.540DM T record March 2008 Provision " 04/0712009

00053 PROVISION . 04/04/2009 28308 Def. FIT-Cost of Removal .~ 47,580.00 To record March 2009 Provision . 0410772009

00053 PROVISION . 04/45/2009 28308 Def. FIT-Cosi of Removal (8344100 - APRIL TAX PROVISION 05/04/2009

00053 PROVISION  --05/01/2009 28308 Def. FIT-Cast of Removat: 6344100 ° APRIL TAX PROVISION = 05/04/2009

00053 PROVISION 06/15/2009 28308 Def. FIT-Cost of Removat 195,161.09) To record June Tax Provision 07/02/2009

00053 RCL-ROUND - 06/15/2009 28308 Def. FIT-Cost-of Removal (0.35) ~  To adjust rounding per STWP fo 06/19/2003

00053 PROVISION 07/01/2009 28308 Def. FIT-Cost of Removal 95,161.00 To record June Tax Provision 07!021'2009

00053 PROVISION 00/15/2009 28308 ~~  Def. FIT-Cost of Removal T (34301.0M 7 THRID QUARTER TAX PROVISION - ' 10/02/2009

00053 PROVISION 10401/2009 28308 . Def. FIT-Cost of Removal, 3430100  THRID QUARTER TAX PROVISION | 10/02/2009

00053 PROVISION 11/15/2000 28308 - Def. FIT-Cosl of Removal 144,144.00)  To fecard Novembar tax provisi 1210212009

00053 PROVISION . .12/01/2009 28308 . - Def. FIT-Cost.of Removal’ 44,144,00 To record November tax provisi . 1210212009

00053 PROVISIONB 12/15/2009 28308 Def. FIT-Cost of Removal (83800 Tax Provision tax rate changes 01/05/2010

00053, PROVISIONR = 12/15/2009 28308 -~ Def. FIT-Cost of Removal - {3780.00) . TO REVERSE PROVISIONA ENTRY RE 01/05/2010

00053 PROVISION 12/16/2009 28308 Def. FIT-Cost of Removal (50,37350) F - TO RECORD YEAR END PROVISION 01/05/2010

00053 PROVISIONA ~ 12/16/2009 28308 Def. FIT-Costof Removal -~ 3,780.00 ~ TO RECORD THE TAX RATE CHANGE 01/05/2010
Balance @ 12/31/200¢ (LA 00

2006 - 2008

FEDERAL RATE 35.00%

STATE RATE 9.03%

EFFECTIVE FED RATE 31.84%

2009

FEDERAL RATE 35.00%

STATE RATE 8.63%

EFFECTIVE FED RATE 31.98%

M-3 Ad] per
Provision Add
(Paduct)

2008 (LU TE2E0Y

[PSTR RN TR A

x 31.98%

EN3TIBOF

Exhibit_ssAR5-$58 Am
Page 84 of 138
M-3 Adjon 1120
‘Tax Retum Add
{Deduct}

Difference

o

7Pl 0.00

not yet determined
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uUnit  {Joumal ID Date Sub Acct  ||Desecr Sum Amount Descr Posted
Belance @ 12/31/2005 0.00
00053 OPEN_ITEMS 01/31/2006 28358 Def. SIT- Cost of Remaoval Reclassify ending 2005 balance 02/01/2006
00053 2005SBKTAX  12/15/2006 28358 Def. SIT- Cost of Removal : 2005 State Provision to Return 12/29/2006
00053 PROVISION 12/15/2006 28358 Def. SIT- Cost of Removal 2197200 A Torecord Deferred & Curretn F 01/05/2007
00053 TAXADJDIT 12/15/2006 28358 Def. SIT- Cost of Removal 73,318.00 Te adjust beth Federal and Sta 03/22/2007
Balance @ 12/31/2006 2B e
00053 PROVISION 08/15/2007 28358 Def. SIT- Cost of Removat 7,302.00 To record Deferred & Current F 07/03/2007
00053 PROVISION  07/01/2007 28358 Dref, SIT- Cost of Removat {7.302.08) To record Deferred & Current F. 07/03/2007
00053 2006SBKTAX  10/15/2007 28358 Def. SIT- Cost of Removal 6,136.00 B To record the 2006 State Provi 10/19/2007
00053 PROVISION 12/15/2007 28358 Def. SIT-Cost of Removal (27410003 To record Deferred & Cument F 01/04/2008
00053 PROVISIONF  12/31/2007 28358 Def. SIT- Cost of Removal 172741400 C Yo Record 2007 Provision 02/26/2008
00053 PROVIS_REV -,12/31/2007 28358 - Def, SIT- Cost of Removal 27,414,00 . Torecord Deferred & Current F . 02/26/2008
Balance @ 12/31/2007 ! Ry
00053 PROVISION  06/15/2008 28358 - Def. SIT- Cost of Removal ] To record Deferred & Current F 07/01/2008
00053 PROVISIONT  06/15/2008 28358 Def, SIT- Cost of Removat i6,557.00 To record Deferred & Current F 07/03/2008
00052 PROVISION2 : . 08/15/2008 28358 - .Def. SIT-Cost of Remaval S{6.0687.00). To record Deferred & Current F 07/03/2008
00053 PROVISION3  05/15/2008 28358  Def. SIT- Cost of Removal 6,067.00 To record Deferred & Current F 07/03/2008
00053 PROVISION4  06/15/2008 28358 " Def. SIT- Cost of Removat 6,067.00 To record Deferred & Current F 07/03/2008
00053 PROVISIONC . 08/16/2008 28358 . Def, SIT- Cost of Removal {6 067.90; 7. To record Deferred & Current F 07/02/2008
00053 PROVISIONR  0Bf15/2008 28358~ Def, SIT-Costof Removal .- 6,067.00° . To record Deferred'& Current F 07/02/2008
00053 PROVISION 07/01/2008 28358  Def. SIT- Cost of Removal 6,067.00 To record Deferred & Current ¥ 07/01/2008
00053 PROVISION1  07/01/2008 28358 Def. SIT- Cost of Removal 6,067.00 . Yo record Deferred & Current F 07/0312008
00053 PROVISION2  07/01/2008 28358 . :-Def. SIT. Cost of Removal '6,067.00.;  To record Deferred & Current F - 07103/2008
00053 PROVISION3 07/01/2008 28358 Def, SIT- Cost of Remaval 00700 To record Deferred & Current F 07/03/2008
00053 PROVISION4  07/01/2008 28358 Def. SIT- Cost of Removal G.067.00 To record Deferred & Current F 07/03/2008
00053 PROVISIONC  07/01/2008 28358 | Def, SIT- Cost of Removal 6,067.00 . - Torecord Deferred & Current § 07/02/2008
00053 PROVISIONR . /07/01/2008 28358 "% Def. SIT- Cost of Removal (8.067 007" To record Deferred & Current ¥° 07/02/2008
00053 PROVISION  08/15/2008 28353 Def. SIT- Cost of Removal {B0587.00) To record September 2008 Provi 10/01/2008
00053 PROWISION  10/01/2008 28358 Def. SIT- Cost of Rernovat 6,067.00 To record September 2008 Provi 10/01/2008
00053 2007SBKTX 10/15/2008 28358 Def, S1T- Cost of Removal (32841000 D To record the 2007 State Provi 10/31/2008
00053 PROVISION 12/15/2008 28358 Def, SIT- Cost of Removal : To record Deferred & Current F 014/05/2009
Balance @ 12/31/2008
00053 PROVISION - ~03/15/2009 28358 . Def, SIT- Cost of Removal (13494000 . To record March 2009 Provigion .- 04107/2009
00053 PROVISION  04/01/2009 28358 Def. SIT- Cost of Removal 13,494.00 ©  To recard March 2009 Provision  04/0712009
00053 PROVISION  04/16/2009 28358 Def, SIT- Cost of Removal {17 200 APRIL TAX PROVISION 05/04/2009
00053 PROVISION 05/01/2009 28358 - Def. SIT- Cost of Removal 17,992.00 APRIL TAX PROVISION 05/04/2009
00053 PROVISION  06/15/2009 28358 Def. S1T- Cost of Removal (26,480 00) Ta record June Tax Provision £ QT02/2009
00053 RCL_ROUND  06/15/2009 28358 Def. SiT- Cost of Remoaval {17y To adjust rounding per STWP fo 06/19/2009
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09-W-0824 STAFF-84 (GRW-19) Attachment 1.xls GL 28358
CASE 09-W-0824

Unit itJournal ID I]Data Sub Acct  [Deser Sum Amount Descr . Posted

00053 PROVISION |~ 07/01/2000 28358 ~ .Def, SIT-Costof Removal ~ :26,989.00 - To record June Tax Provision 5 07/02/2009
00053 PROVISION  '08/15/2009 28358 Def. SIT- Cost of Removal - {3.726.00) THRID QUARTER TAX PROVISION 10/02/2009
00053 PROVISION 10/01/2009 28358 Def. SIT- Cost of Removal 9,728.00 THRID QUARTER TAX PROVISION 10/02/2009
00053 PROVISION . 11/15/2009 28358 - . Def. SIT-Cost of Removal £5.548.00) . To record Novernber tax provisi 12/02/2009
‘00053 PROVISION  12/01/2009 28358 Def. SIT- Cost of Removal 5549.00 To record November tax provisi " 12/02/2009
60053 PROVISIONEB  12/15/2009 28358 Def. SIT- Cost of Remaval 5,815.00 Tax Provision tax rate changes 01/05/2010
00053 PROVISIONR - 12/15/2009 28358 - Def, SIT- Cost of Removal (5215003 TO REVERSE PROVISIONAENTRY RE  01/05/2010
00053 PROVISION 12/16/2009 28358 Def. SIT- Cost of Removal 218880 F TO RECORD YEAR END PROVISION 01/05/2010
00053 PROVISIONA  12/16/2009 28358 Def. SIT- Cost of Removal 5.815.00 TO RECORD THE TAX RATE CHANGE 01/05/2010
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United Water New Rochelle
Attachment 2 Staff-84 GRW-19
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- COR Tax RY 1 RY 2 RY 3
Year Deduction DFIT @ 35% 1140-10M11 11/11-10/12 11/12-10/13
2006 0 0
2007 515,123 180,293 36,059
2008 484,288 169,501 33,900 33,900
2009 405,085 141,780 28,356 28,356 28,356
2010 444 687 155,640 31,128 31,128 31,128
2011 445123 155,793 31,169 31,159 31,159
2012 445,344 155,870 31,174 31,174
2013 435,608 152,463 30,493
160,601 155,717 152,309
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United Water New Rochelle
Attachment 2 Staff-84 GRW-19

Page 2
COR Tax RY 1 RY 2 RY 3
Deduction DSIT @ 8.63% 11/10-10/11 11/11-10/12 1112-10/13
20086 0 0 ‘
2007 515,123 44,455 8,891
2008 484,288 41,794 8,359 8,359
2009 405,085 34,959 6,992 6,992 6,992
2010 444 687 38,376 7,675 7,675 7,675
2011 445,123 38,414 7,683 7,683 7,683
2012 445,344 38,433 7.687 7,687
2013 435,608 37,583 : 7,519

39,600 38,395 37,556
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PUBLIC SERVICE COMMISSION CASE (09-W-0824

STAFF OF THE DEPARTMENT OF PURBRLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-84 GRW-19
Requested By: Gerald Wojcinski
Date of Request: January 15, 2010
Response Due: January 25, 2010
Witness: James Linn

Subject: Accumulated Deferred Income Tax Balance

Please refer to United Water New Rochelle (UWNR), Accumulated
Deferred Income Tax Balance, WP-DIT, Page 2 and 3. Specifically,
refer to account 28308 Deferred FIT - Cost of Removal 5$410,510
(page 2) and refer to acccount 28358 Deferred SIT - Cost of
Removal $101,074 (page 3).

1. Provide the calculation of the balances by vintage year.

2. For the bridge period and the rate year provide the estimated
additions to these items.

3. For the bridge pericd and the rate year provide the estimated
reversal to these items. Identify where in the rate case filing
these reversals were included in the rate case filing. If these
reversals are not included in the company rate case filing fully
explain why not.

4, For 1, 2 and 3 above, in your answer include an explanatiocon
and supporting calculations as to how the amounts were derived.

Response:

1. Cost of removal is treated as a deduction on both the Federal
and State Income tax returns of the Company. For Accounting,
cost of removal is charged to accumulated depreciaticn (a debit
to a credit account). As a result, there is a timing difference
that must reflect a deferred tax liability. This timing
difference turns around when the pool of assets is fully
depreciated. The company calculates deferred tax on the current
cost of removal on an annual basis. The amount of cost of
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removal that hits the retirement-work-in-process account (which
is later transferred to the accumulated depreciation account) is
deducted for the current year tax calculation and deferred taxes
are set up on that amount. This amount never increase the tax
basis of the pool of assets like it does for accounting. As a
result, once the tax basis is fully recovered and the book basis
.continues to be depreciated, the book recovery will continue
until the full original basis plus the cost of removal is
recovered, at the very end of the Plant-in-service life.
Previous to 2006, all information was rolled into the MACRS
account balance, therefore not all of the reguested information
can be provided. Please see the attached calculation from 2006
to 20009.

2, 3 & 4 Please refer to Attachment 2 for the estimated
additions teo Cost of Removal. There are no estimated reversals
included in the rate filing as the Company inadvertently failed
to include this item. As shown on Attachment 2, both a Federal
and State Deferred Tax is calculated based on Cost of Removal
amounts taken as a tax deduction, these amgunts are then
amortized over five vyears.
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PUBLIC SERVICE COMMISSION CASE (09-W-0824

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-89% CGS-13

Requested By: Christopher Simon

Date of Request: January 20, 2010

Response Due: February 1, 2010

Witness: Michael Pcinting/Thomas Lippai

Subject: Labcr - Management and Executive Salaries

1. Has the company preformed a study to compare the salaries
paid to its management and executives versus what similar
company’s are paying?

2. 1If so, please provide.

3. If not, how do you justify the current level of management
and executive pay? As well as the requested 3.0% increase in
wages?

4. Please provide all justifications feor preoviding management
and executives with pay increases above the current rate of
inflation.

5. Please provide a comparison of the last fives years showing
the management and executive percentage pay increases versus
annual inflation.

Response:
1. Yes, see response to Part 2.
2.
2010 (Projected)
Non-Exempt
Market Survey Executives | Exempt {Hourly)
World At Work Benchmark 2.70% 2.70% 2.70%
The conference Board 3.10% 3.25% 3.25%
Compensation Resources 3.00% 2.70% 3.00%
Compensation Resources Utilities 3.50% 3.30% 3.40%
Towers Perrin__ 3.00% 3.00% 3.00%
Watson Wyatt 3.20% 3.10% 3.00%
Culpepper 2.80% 2.80% 2.80%
Hay General Market 2.90% 3.00% 3.00%
Average 3.03% 2.98% 3.02%







Exhibit___(ARP-1)
CASE 09-W-0824 Page 92 of 139
CASE 09-w-0824 United Water New Rochelle

3. Please refer to study in response to Part 2.

4, Outlined in the Company’s response to Part 2 are the market
projections for 2010 salary increases. The cconsulting firms
that conduct these surveys and publish these results are the
leading consulting firms in the compensation field. After
compiling the overall survey results a recommendation is made
to the Compensation Advisory Committee. The overall salary
adjustment budget is submitted to and approved by the
Compensation Advisory Committee, which is comprised of board
members who also sit on the boards of other utilities and
companies, such as PSE&G and Backensack University Medical
Center, etc.

5. United Water Salary Increase Inflaticn (a)
2005 3.6% 3.3
2006 4.0% 3.3
2007 4.0% 2.9
2008 3.9% 2.1
2009 3.3% N/A
(a) Obtained from Bureau of Economic Analysis - Implicit

Price Deflators -~ Gross Domestic Product
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-104 GRW-23
Requested By: Gerald Wojcinski
Date of Request: January 22, 2010
Response Due: February 2, 2010
Witness: James Linn

Subject: Follew up to Staff-11, GRW-6

Please refer to response to GRW-6 Attachment - United Water New
Rochelle Amounts Recoverable for Previously Flowed - Through Tax
Benefit.

1. On that sheet ycu show $8,356,657 of Total Previously
Unrecognized Temporary Differences. Included in that balance is
Deferred Pension Cost $263,809
Deferred Rate Case Cost $232,75¢
Deferred Tank Painting $170,149
Other Deferred Charges $196, 500

a. Provide the date(s) when the above charges were incurred.

Response: All charges were made prior to 1993, the date the
company adopted Financial Accounting Standard Number 109.
Piecase refer to the attachment to Staff-11 (GRW-6).

b. Explain why the above deferred items should be included in
your calculation of $132,947. Be sure to fully address what
the Company believes is the “estimated remaining life” of
each of these assets from the beginning of the rate year in

this case. Include supporting information from past rate
cases as to what periods of time these assets were amortized
cver.

Response: The Company believes the above amounts should be
included in our calculation because the benefit to the ratepayer
at the time of adoption included these amounts. At that point,
it is the Company’s position that the individual turn-around
times are irrelevant because the Company grouped all of the
benefits together and requested amortization of the entire
balance of the benefits for a longer period of time. The turn-
around time of deferred pension cost would occur when the amount
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accrued was actually paid. Deferred Rate Case Cost, deferred
tank painting and other deferred changes would ke when the
underlying costs were amortized off the balance sheet,

c. To the extent these items have been fully amortized in rates
prior to 2010, do you agree the costs should not be included
in the Company’s requested rate year tax amortization? If
you disagree, explain in full

Response: The Company agrees that items that normally would have
been fully amortized should not be included in its request. But
aiso please refer to the answer to lb above.

Z2. Also on the sheet that shows the $8, 356,657 of Total
Previously Unrecognized Temporary Differences is 57,591,185 for
Utility Plant.

a. Provide the calculation of the utility plant of $7,591,185 by
vintage year. If not available, why is it not available? If
not available, provide estimates by vintage year and an
explanation as tc how you derived these estimates.

Response: The calculation of the utility plant of $7,591,185 is
not available by vintage year as stated in previous responses,
The calculation of the $7,591,185 was previously provided in the
attachment to Staff-11 (GRW-6).

b. Prcovide the average service life for the assets that make up
the $7,591,185. If not available provide an estimate and an
explanation as to how you derived the estimate.

Response: The service life for the property that made up Utility
Plant was primarily 50 years. The longest remaining service
life of this property in 1993 was an estimated 35 years. This
estimate was determined by a non-scientific method. Utility
property placed in service after 1981 was required to be
normalized if accelerated depreciation was claimed on the tax
return. The Company reasoned that between 1980 and 1992, twelve
years had expired. Taking the average service life of 50 years
and subtracting the period between when most flow-through ended
and when FAS 109 was adopted, the Company arrived at 38 years.
This would be the longest turn-arcund time. Since many of the
assets would have turned arcund earlier, the Company selected 22
years.

3. Also shown on the sheet referenced above is 35 years for the
estimated remaining life of underlying Assets in 1993.
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A. How did vyou calculate the 35 years. Provide all
workpapers/analysis/calculations etc.

Response: Please see the response to Zb above.

4. Also on the referenced sheet above you divide the Federal
Taxes on Unrecognized Temporary Differences of $2,924,830 by 22
years or an annual $132,9247. Do you agree this result in a 100%
recovery of all Federal Taxes on Unreccgnized Temporary
Differences if the amortization period extends for 22 years?

Response: Yes,

5. In United Water New York (UWNY), Exhibkit JEL-4 Page 1 of 1,
you divide the Federal Taxes on Unrecognized Temporary
differences (Non-Normalized Deferred Taxes) by 35 years. Why did
you use 22 years in UWNR and 35 years in UWNY? Please explain.

Response: Prior to 1994 UWNR was not a member of United Water’s
group. There is no explanation of why UWNY and UWNR’s remaining
life calculation is not the same. UWNY did have amortization
schedules of AFUDC which showed an estimated remaining life of
property at 35 years. See respcnse to question Zb for UWNR’s
calculation.

6. In UWNY, vyour tax amortization methodology eliminates the
“amertization to date”. However, in the UWNR case, you do not
eliminate the "“amortization to date”.

A. Fully explain why the UWNY methodology should not be used
to eliminate the “amortization to date”.

Response: Amortization to date is eliminated in both
methodolegies, not just in UWNY. The amortization in both
methodologies is straight line. Therefore, the amortization
remains the same each year until the full recovery occurs.

B. Fully explain why the UWNR methodology does not constitute
retroactive ratemaking, i.e., collecting from current / future
ratepayers costs that were amortized or should have been
amortized in the past.

Response: The following is the response provided in the UWNY
case responding to STAFF-126 (GRL-24), item 4, which is
applicable to this interrogatory question also.
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Response: The retroactive ratemaking doctrine prohibits the Commission from authorizing or requiring
a utility to adjust current rates to make up for past errors in projections. If a utility includes an estimate
of certain costs in its rates and subsequently finds out that the estimate was too low, it cannot adjust
future rates to "recoup past losses." City of Piqua v. FERC, 610 F.2d 950, 954 {D.C. Cir. 1979) (quoting
Nader v. FCC, 520 F.2d 182, 202 (D.C. Cir. 1975)).

in Public Systems v. FERC, 709 F.2d 73, 84-85 (D.C. Cir. 1983}, the courts approved FERC's transition
treatment of switching from flow-through to tax normalization accounting. In that case, that transition
required companies to collect money from future ratepayers that they would have accumulated from
past ratepavers if they had been using tax normalization all along. Both the shift to tax normalization
and the shift to accrual accounting result in a sudden deficit that must be made up. To understand this
parallel, a brief and schematic description of tax normalization is necessary. Tax normalization involves
the accounting treatment of accelerated depreciation. For tax purposes, companies are authorized to
use accelerated depreciation in certain circumstances. Under accelerated depreciation, the company
pays fess tax than it would under straight-line depreciation in the early years of the life of the
equipment, and more tax than it would under straight-line depreciation in the later years of the life of
the equipment.

This difference between accelerated and straight-line depreciation can be accounted for in two different
ways. Under flow-through accounting, the company passes the difference between straight-line and
accelerated depreciation directly to the ratepayers: ratepayers get the surplus between accelerated and
straight-line depreciation in the early years, and they are charged for the deficit in the later years. Under
tax normalization, by contrast, ratepayers are shielded from these effects of accelerated depreciation.
The company charges the ratepayers the tax that they would be responsible for under straight-line
depreciation throughout the life of the equipment. Thus, in the early years, the company collects more
in rates than it pays in taxes to the {RS; in the later years, it collects fess in rates than it pays in taxes. The
company holds onto the surplus from the early years in a deferred tax account, and uses this surpius to
make up for the deficit in the later years. '

When the company switches from flow-through to tax normalization accounting, it does not have any
accumulated surplus in its deferred tax account. Thus, for older equipment in its last years, the company
owes more money in taxes than it can collect from its ratepayers under its new tax normalization
procedure. The transition requires it to make up for this underfunding by collecting the money that it
would have accumulated in its deferred tax account if it had been using tax normalization all along in
much the same way that the transition from pay-as-you-go to accrual accounting requires the company
to make up for money that would have been accumulated by that point if it had been using accrual
accounting all along.

When FERC ordered the switch from flow-through to tax normalization accounting, it included a make-
up provision, allowing utilities to collect over time that amount of money for their deferred tax account
that they would have had if they had been using tax normalization all along. The courts have upheld the
make-up provision against a charge that it constituted retroactive ratemaking:

In conclusion, the switch from flow-through to tax normalization accounting is very similar to the switch
from pay-as-you-go to accrual accounting. in each case, there is a quantity of money that the company
(a) planned to collect from future ratepayers under the earlier method, but (b) would have collected
from past ratepayers if it had been using the new method ail along. In Public Systems, the court held
that it is not retroactive ratemaking for the company to collect this quantity of money from future
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ratepayers over a set period of time because it was expected all along that this money would be
collected from future ratepayers. The make-up provision changed only the timing of collection; it does
not burden future ratepayers with charges that they would never have borne under the old system. By
the same reasoning, the recovery of previously flowed through taxes on ADR property is not retroactive
ratemaking.

7. If the requested UWNR tax amortization should ke corrected as
a result of your responses to the above questions, please
provide a calculation of the required adjustment.

Response: If a longer or shorter amortization period is
required, the $2,924,830 of previous unrecovered tax benefits
the flowed-through to customers, would be divided by this longer
or shorter period.






CASE 09-W-0824

United Water New Rochelle
Case# 09-W-0824
Contract Services for the Test Year by Vendor

Test Year
Vendor Amount

CASTLE OIL CORP-HILLCREST DIV 274
DIG SAFELY NEW YORK 1,460
FAWN 1,160
FENBAR PRECISION MACHINISTS IN 3,850
GOOSETOWN COMMUNICATIONS INC 679
INDUSTRIAL CONTROLS DISTRIBUTO 11,452
JOKEN DEVELOPMENT CORP 103,839
KINGSNORTH, MICHAEL 1,200
KINSLEY POWER SYSTEMS 9,340
MARIO BULFAMANTE & SONS 97
MONSEN ENGINEERING CO 1,640
NEPTUNE TECHNOLOGY GROUP INC 672
PAB CONTRACTING INC 13,100
RJM SALES INC 1,845
ROBERGE ELECTRIC CO INC 8,545
STILLMAN SAFETY 964
Total

160,215

Exhibit___(ARP-1)
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Response to STAFF-117 CGS-7 Part 1

Services

Heating service

Notify prior to road opening

Large meter Changes

Pump Maintenance Contractors
SCADA service

SCADA service

Main Break contracting

Water Quality testing

Pump Maintenance Contractors
Landscapers

Generator Contractors

Meters repairs/ service

Paving Contractor
Batteries/Sales/Service pumping Equip
Electical Contractor

Fire Extinguisher Service/Inspection
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-117 CGS-7

Requested By: Christopher Simon
Date of Request: January 28, 2010
Response Due: February 8, 2010
Witness: Thomas Lippai
Subject: Contract Service

In reference tec TGL-6, Page 4 you show a rate year expense level
of $165,871.

TGL-1, page 4 shows a test year level of $160,215 for Contract
Services.

1. Please provide a break down of the test year by vendor and/or
service and the amount for each, '

2. What was the Contract Service amount provided in the last
rate case?

3. Provide all reasons for the change in levels from last case
to current case.

4., Provide your raticnale behind the proposed rate year increase
for each vendor/service and why it is expected to continue
during the rate year.

Response:
1. Please refer to attached file titled “STAFF-117 (CGS-7)
Attachment Part 1” which provides the vendcr, amount and
type of service provided.

2. The contract services amount included in the Company’s last
filing for the twelve month historic test year ending June
30, 2004 was $53,432.

3. A review of the categorization of these costs in the last
case versus this case have shown that there were account
classification differences between the two cases which
causes there to be a large variance between the two cases
that in fact do not actually exist. The Company currently
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codes scme of the services provided in the attachment to
Part 1 differently in the financial system then it did in
the last case. For example, the services listed on the
attachment to Part 1, such as main break contracting, water
gquality testing and paving contractor, totaling $118,139,
were charged in the last case as “Miscellaneous Expense”
versus “Contract Services”.

4, As shown in the response to Part 3 abeve, there is no
material increase in the cost of these services. The
histeoric test year costs totaled $160,215 while the
proposed rate year amount is $165,871. The projected rate
year amount was determined by applying a 1.60% and 1.90%
increase, respectively, to the historic test year amount
based upon the Blue chip Financial Forecast’s estimate of
increases to the GDP price Index to reflect inflationary
trends. .As can be seen in reviewing the services provided,
i.e., main break work alcng with associated paving work,
and meter and well work, the contract services are vital to
the coperations of the Company and the Company plans to
continue to incur costs for these services and deems them
necessary in the provision cof safe and adequate service to
our customers.







- . ] Exhibit___(ARP-1)
TASE 09-W-0824 . Page 101 of 139

AGREEMENT
BETWEEN
GENERAL WATERWORKS MANAGEMENT AND SERVICE COMPANY

AND

THE NEW ROCHELLE WATER COMPANY

Filed with N, Y,Public Service Commissio:
Regulatory Body

Date May_ 15, 1974
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AGREEMENT

Agrcement dnterd January 1, 1974 between GENERAL WATERWORKS
MANACEMENT AND SERVICE CCOMPANY, a Pennsylvania corporation (hereinafter
called the Service Company), and The New Rochelle Water Company

corporation (hereinafter called Utility Company}.

The background of this agreement is that:

1. Both Service Company and Utility Company are affiliated with
GCeneral Waterworks Corporation, a Delaware corporation (hereinafter called
General).

2. Service Company maintains an organization whose officers and
employees are familiar with all facets of the water utility business including
the development, business and property of Utility Company and are experienced
in the efficient management, financing, accounting and operation of water works
properties and the extension and improvement thereof. Such officers and employees
are qualified to be of great aid and assistance to Utility Company through the
services to be performed under this agreement,

3. Utility Company can economically secure valuable administrative
and operating services of superior quality by contracting to secure the same
from Service Company.

_ i, Service Company has entered or proposes to enter into agreements
similar to this agreement with other affiliated utility companies (hereinafter
referred to collectively as Utility Companies),

5. The services to be rendered under this agreement are to be
rendered at their cost to Service Company, as hereinafter provided,

NOW, THEREFORE, in consideration of the premises and the mutual
agreements herein contained, the parties hereto agree as follows:

ARTICLE I.

Service Company shall make its qualified employees available to
become officers of Utility Company, and such employees may be elected by Utility
Company to such positions as president, vice president, secretary, treasurer
and controller,

Service Company shall furnish to Utility Company, and Utillty Company
shall utilize, all the following services upon the terms and conditions
hereinafter set forth; provided, however, that Service Company or Utility Company,
by mutual consent, may engage & non-affiliated company or person to provide
such services on its behalf:
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A, ADMINISTRATIVE: Service Company shall make qualified employees
avalleble to perform or assist in the performance of Utility Company's corporate
administration. In order to render such service and to promote the efficient
and economic operation of Utility Company, those employees shall keep themselves
informed on all aspects of Utility Company's operations and shall regularly visit
Utility Company's facilities, Buch administrative personnel shall make recom-
mendations for operating expenditures and for additions to and 1mprovements of
property, plant and equipment. BSuch administrative personnel shall also assist
Utility Company in the conduct of proceedings before, and in its compliance with
the rulings of, regulatory bodies having jurisdiction over its operations.

B. ENGINEERING: Service Company shall advise and provide engineering
services to assist Utility Company in planning, operating, maintenance and
construction functions.

It shall assist Utility Company in its operations by conducting’
distribution system surveys and hydraulic analyses, reviewing procedures for
water quality control, and preparing or reviewing maps, charts, operating
statistics, reports and other pertinent data.

It shall assist Utility Company in the proper maintenance and protection
of 1ts properties by perlodic inspection of its structures, tanks, reservoirs,
wells and electrical and mechanical equipment.

Such engineering services shall also include the conduct of field
investigations as necessary to obtaln engineering information and, when
required, the preparation of studies, reports, designs and drawings, cost
estimates, specifications, and contracts for the construction of additions to
or improvements of Utility Company's sources of supply, treatment plant, pumping
stations, distribution system, and such other facilities as Utility Company may
request.,

C. CUSTOMER AND PUBLIC RELATIONS: Service Company shall recommend
procedures to promote satisfactory customer and public relations. It shall
furnish sales promotional material, including advertising copy, layouts, and
scripts. It shall assist in the preparation of news and customer information
releases, and in arrangememts for public inspections, displays and other
related services.

D. EMPLOYEE RELATICNS: Service Company shall assist Utility Company
in the procurement of qualified personnel, in the establishment of appropriate
rates of pay and in negotiations with bargaining units representing Utility
Company's employees. It shall recommend programs for supervision of training
and educational assistance, and shall advise on federal and state regulations
affecting personnel.

It shall recommend and administer group insurance and pension
plans for the benefit of Utility Company. It shall also assist in the estab-
lishment of accident prevention and other programs relating to employee health
and welfare.
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E. ACCOUNTING: Service Company shall keep the general books of
account of Utility Company, including records supplemental thereto. It shall
prepare monthly financial statements and analyses of accounts of Utility Company
and special accounting and financial reports as required by Utility Company. It
shall prepare reports on the costs incurred for property additions and improve-
ments and will establish continuing property records as requested.

Service Company shall prepare or assist in the preparation of
federal, state and local tax returns for and to the extent required by Utility
Company.

Service Company shall keep abreast of and advise Utility Company
concerning appropriate accounting theories and principles for Utility Companies
and changes therein; it shall advise and assist in the establishment and
maintenance of modern record keeping techniques; and it shall review accounting
procedures, methods and forms and evaluate systems of internal comtrol for
receipt and disbursements of funds, materials and supplies, and other assets.

It shall conduct perlecdic audits of accounts, records and pro-
cedures of ility Company and submit reports thereon,

¥, CORPORATE SECRETARIAL: Service Company shall maintain documents
of Utility Company such as minute books, charters, by-laws, contracts, deeds, and
other corporate records, and shall administer an orderly program of records
retention. It shall maintain, or arrange for the maintenance of, records of
stockholders of Utility Company, prepare or arrange for the preperation of stock
certificates, perform duties relating to the transfers of stock and perform
other corporate secretarial functions as required ineluding preparation of
notices of stockholder and director meetings and keeping the minutes thereof.

Service Company shall review, and may assist in the preparation
of, documents required by Utility Company such as deeds, easements, contracts,
charters, franchises, trust indentures, and regulatory reports.

G. TREASURY: Service Company will coordinate financial arrangements
with financial community to arrange and provide for furnishing of Utility Company’s
entire capital needs from other than internally generated sources.

Service Company shall assist Utility Company in cash management,
collection policies, and development of temporary investment programs.

H, PURCHASING: Service Company shall endeavor to arrange for the
purchase of equipment, materials, and supplies in volume on a basis advantageous
to Utility Company.

I. INSURANCE: Service Company shall review the insurance coverage of
Utility Company, recommend the types and limits of insurance adequate for its pro-
tection and assist in the placement of such insurance, It shall supervise
investigation procedures and review claims and proposals for settlement at request
of Utility Company.
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J. DATA PROCESSING: Service Company shall make available to Utility
Company electronic data processing services, including system analysis and
programming, maintaining general accounting records, financial analysis and
studies, area consumption patterns, engineering analysis and studies, and
such other functions that may be requested by Utility Company.

K. RATES: Service Company will advise and assist in the preparation
of rate schedules for Utility Company's services; will prepare, or assist in pre-
paring, the material and exhibits required for Utility Company's rate cases and
render advice with respect to the procedure therein and will, at the request of
Utility Company, arrange for the employment of such witnesses as may be required.

L. CENERAL: Service Company shall keep abreast of economic, regulatory,
governmental and operational developments and conditions that may affect Utility
Company and shall advise Utility Company thereof to the extent that they may be
important to Utility Company.

ARTICIE ITI.

In consideration for the services to be rendered by Service Company as
hereinabove provided, Utility Company agrees to pay to Service Company the cost
thereof determined as provided in this Article II and in Article III.

The extent of service rendered by Service Company personnel for Utility
Company or in common with other Utility Companies shall be based on actual time
spent by such personnel as reflected in their daily time sheets or other mutually
acceptable means of determination.

All costs of Service Company incurred in connection with services
rendered by Service Company which can be identified and related exclusively to
Utility Company, shall be charged directly to Utility Company.

All costs incurred in rendering services to Utility Company in common
with similar services to other Utility Companies which cannot be identified and
related exclusively to services rendered to a particularUtility Company, shall
be allocated among all Utility Companies so served, or, in the case of costs -
incurred with respect to services rendered to a particular group of Utility Companies,
among the members of such group, in the menner hereinafter set forth:

1. Administrative, Purchasing, Insurance and General Services:
33-1/3% thereof in proportion to the number of employees, 33-1/3% thereof in
proportion to the number of customers served, both as of the end of the pre-
ceding calendar year, and 33-1/3% thereof in proportion to operation and main-
tenance expenses (excluding charges under this agreement, regulatory expenses and
provisions for depreciation and taxes) for the preceding calendar year.

2., Engineering Services: UO% in proportion to the sum of utility plant
in service and construction work in progress accounts less the reserve for depre-
ciation at the end of the preceding calendar year, 4LO% thereof in proportion to the
volume of water delivered during the preceding calendar year, and 20% thereof in
proportion to the total of fuel and power and chemical costs during the preceding
calendar year. If any company or component of a company served is engaged in both
water and sewer service, the volume of water delivered by such company or component
thereof engaged in both services shall be doubled for the purposes of this paragraph.
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3. Customer Billiné and Communications Services: In proportion to
the number of customers at the close of the preceding calendar year,

L. Employee Relations Services: In proportion to the number of
employees at the close of the preceding calendar year.

5. Accounting and Data Processing Services: In proportion to the
number of transactions processed during the preceding calendar year.

6. Treasury Services: Costs will be allocated on the basis of the
proportion of the Utility Company's total capitalization to the consolidated
capitalization of General at the end of the preceding year.

ARTICLE III.

In determining the cost to be assessed by Service Company for the
rendering of services to Utility Companies as herein provided, there shall be
added to the salaries of all officers and employees for whose services charges
are to be made, a percentage sufficient to cover the general overhead of Service
Company properly allocable thereto. Such percentage shall be calculated on the
basis of budgeted costs and adjusted bills will be rendered at the end of each
year to reflect actual costs. No general overhead of Service Company shall
be added to costs incurred for services of non-affiliated consultants employed
by Service Company.

The term “"general overhead" shall include (a) salaries of secretaries
and clerical perscnnel, (b) salaries of file clerks, messengers, telephone
operators, mall clerks and other employees in the general category of office
services, {c) pension and insurance premiums paid for the benefit of Service
Company employees, (d) salaries paid during vacation, holidays, sickness and
other authorized absences, {e) office rent, utilities, depreciation, general

- office supplies and other similar expenses, (f) legal, suditing and other fees
for services rendered to Service Company, and (g) taxes.
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ARTICLE 1IV.

As soon as practicable after the last day of each month, Service
Company shall render a bill to Utility Company for all amounts due from
Utility Company for services and expenses for such month, computed pursuant
to Articles II and III. Such bills shall be in sufficient detail to show
separately the charge for each class of service rendered. All amounts so
billed shall be paid by Utility Company within a reasonable time after receipt
of the bill therefor.

It is understood by Utility Company that Service Company has entered
or may enter into similar agreements with other Utility Companies that are
affiliated with General to which similar services are to be furnished, Service
Company will not enter into agreements to perform similar services for other
companies on terms more favorable than those provided herein.

_ Service Company agrees to keep its books and records available at
all times for inspection by representatives of Utility Company or by regulatory
bodies having Jurisdiction over Utility Company.

Service Company shall at any time, upon request of Utility Company,
furnish any and all information required by Utility Company with respect to the
services rendered by Service Company hereunder, the cost thereof, and the
allocation of such cost among Utility Companies.

This agreement shall be in full force and effect as of the date first
mentioned above, subject to any necessary approval of governmental regulatory
agencies having jurisdiction in the premises, and shall conmtinue in full force
and effect until terminated by either of the parties hereto giving the other
party hereto ninety days' notice in writing; provided, however, that this
agreement shall terminate as of the date Utility Company or Service Company
ceases to be an affiliate of General.

IN WITNESS WHEREQF, SERVICE COMPANY and UTILITY COMPANY have caused
these presents to be signed in their respective corporate names by their
respective Presidents or Vice Presidents, and impressed with their respective
corporate seals attested by their respective Secretaries or Asslstant Secretaries,
all as of the day and year first above written,

ATTEST; GENERAL WATERWORKS MANAGEMENT
AXND SERVICE COMPANY

o 25

Vice President

> Bv_;:ﬁ;:ig22fS;==‘;_4¢g=¢_4:===,_#_____
Cg%thSecretary President
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ADDENDUM

AGREEMENT
BETWEEN
GENERAL WATERWORKS MANAGEMENT AND SERVICE COMPANY
" anp

NEW ROCHELLE WATER COMPANY

. LY. RV. COMMISSION
Filed WlthN Y. PUBLIC SE

Cate:
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.7 CASE 09-W-0824
' ADDENDUM, dated . to Agreement

between GENERAL WATERWORKS MANAGEMENT

dated May 15, 1974
NEW ROCI;IELLE WATER COMPANY .

AND SERVICH COMPANY and

ARTICLE IX, Paragraph 5, is changed to read as

follows:

Accounting and Data Processing Services: Fifty
nercent will be based on the number of transactions
processed during tne preceding calendar year, and
{ifty percent will be based on the capitalization
of General at the end of the preceding year.

GENERAL WATEZRWORKS MANAGEMENT

ATTEST:
AND SERVICE COMPAWY

\ ] ,-"/(, ’(t [/ By ;” e z/,’.ﬁ‘r*&jﬂ .

- Secretary Jvice Pzﬁdenf /

NITEST: . NEW ROCHELLE WATER COMPANY
(Utility Company)

By : : ol

Secretary President
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ADDENDUM

AGREEMENT
BETWEEN
GENERAL WATERWORKS MANAGEMENT AND SERVICE COMPANY
AND

THE NEW ROCHELLE WATER COMPANY

Filed with: NEW YORK PUBLIC
SERVICE COMMISSION

Date: June 25, 1985
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ADDENDUM, dated July 1, 1985, to Agreement dated
May 15, 1974 between GENERAL WATERWORKS MANAGEMENT AND

SERVICE COMPANY and THE NEW ROCHELLE WATER COMPANY,

ARTICLE II, Paragraph 5, is changed to read as
follows:
Accounting and Data Processing Services: In

proportion to the capitalization of Utility Company
at the end of the preceding year.

ATTEST: GENERAL WATERWORKS MANAGEMENT
AND SERVICE COMPANY

/il Af lomita B 4»%/%/ g ./

Assisiht Secretary wr Vice Pregddent

ATTEST: THE NEW ROCHELLE WATER COMPANY

%/”/ j{%j By /ﬂ «/ﬂﬁuw

ﬂ-sﬂ!’fdﬂf Secretary President

(Utility Company)

L]
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Corporate Communications Total
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Commercial Development
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Marketing Total
Suez Envirpamen

Expat Progurernent
Procurament
Total Procurement

Legal
External Aftairs
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Systom Cffice Tota!

Expat Engineering Total

Engineering Tolal

Scada Engingoring Totat
Tetal Enginearing

Chsality Assurance Qlty Contrd Total
Environmental Rescurcos Total
Tachnical Services Total

Expat Allantic Division Total
Atlantic Division Totat

Total Allocated by 8

Customer Servica Office Total

Expat Customor Cara Total

Customer Care Total

Customor Accounting Totat
Total

Human Resources Tolal

IT-Service Delivery Total

IT Service Devetopment Tatal

IT-Infrastructure Total

IT Infrastnucture Helpdeshk Total
Total

General Avcounting Total
Accounts Payable Total
Expat Accounting Total
Utitity Accounting Total
UWMAS Payrol! Total
Taxas Tatal

Total Accouniing

Financial Planning Total
Internal Audi Tatal
System Reporting Tolal
Corparate Finance Talal
Troasury Total

Croative Services Tatal
Regulatory Businass Tolal

Total Allocated via F

Water Troatment

Loss STIPATIP

Not M&S loss STIPALTIP

400
405

434
435

436
437

445

610
705

i

204
205
207

211
240
245
298
299

304
454
455
510

415

425
426
432
433

501

505
515
520

530
535
570
605

728
:1u]

A1)

LR~ R
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Administration_General
Corporate Communicabons

Expat Commaercial Devalopment
Commaercial Davelopment

Markoting
Suez Environment

Expat Procuramant
Procurament

Legal
Extermal Affairs

Systerns Office

Expat Enginaaring
Enginearing
Scada Enginooring

Quality Assurance_Qity Control
Envirenmental Resources
Technical Services

Expat Attantic Division

Allantic Divisin

Customer Service Office
Expat Customer Core
Customer Care
Customer Accounting

Human Resources

1T - Service Delivery

1T Service Development
IT - Infrastructune

IT tnfrastructiure Helpdesk

General Acccunting
Accounts Payable
Expat Accounting
Utility Accounting
UWMSS Payroll
Taxes

Financial Pianning
Iatemal Audit
System Reporling
Corporate Finance
Treasury

Creative Services
Regulatory Business

Water Treatment
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2007

980
945
940
890
820
930

2009

990
945
940
890
820
930

A

3.68%
5.74%
6.37%
12.84%
12.78%
8.09%

A

3.69%
6.38%
6.91%
14.61%
12.78%
8.80%

B

4.09%
6.02%
6.60%
16.70%
17.58%
8.39%

4.82%
6.76%
7.28%
20.67%
17.58%
9.05%

D

4.98%
5.05%
5.48%
10.33%
9.58%
7.45%

D

4.68%
5.06%
5.40%
10.29%
9.58%
7.37%

E.

272%
5.26%
5.68%
11.60%
12.61%
7.76%

E

2.79%
6.22%
6.62%
14.56%
12.61%
8.93%

F

8.15%
8.28%
8.35%
9.81%
10.20%
11.74%

F

10.29%
10.52%
10.50%
13.70%
10.20%
14.03%

Exhibit___{ARP-1)
Page 113 of 139

# of #of Oper & Maint Net Util Pin| Volume Fuel, Powe| Total |
Employees |Cusiomers Costs Incl CWIP| of Water | & Chem [apitalization
0.027 0.050 0.034 0.077 0.016 0.017 0.081
0.053 0.050 0.069 0.080 0.053 0.035 0.083
0.057 0.055 0.079 0.080 0.066 0.038 0.083
0.118 0.103 0.166 0.178 0.177 0.126 0.098
0.126 0.096 0.161 0.205 0.176 0.117 0.102
0.078 0.075 0.091 0.113 0.075 0.045 0.117
#of # of Oper & Maint Net Util Pin| Volume Fuel, Powe] Total |
Employees [Customers Costs Inci CWIP| of Water | & Chem Lapitalization
0.028 0.047 0.036 0.092 0.0186 0.025 0.103
0.062 0.051 0.079 0.094 0.053 0.044 0.105
0.066 0.054 0.087 0.094 0.085 0.046 0.105
0.146 0.103 0.190 0.232 0.219 0.130 0.137
0.126 0.096 0.161 0.205 0.176 0.117 0.102
0.089 0.074 0.101 0.126 0.073 0.055 0.140
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100
101
110
111
112
113
114
115
116
120
130
131
132
133
140
150
160
170
180
200
204
205
206
207
210
211
215
220
230
235
240
244
245
250
208
299
300
301
302
303
304
305
310
400
405

Production

Mid Adlantic South Water
Transmission & Distribution
Systems Office

System Maintenance Constructio
System Maintenance Distributio
Transportation

Mid Atlantic North

Lambertville

Collection System Maintenance
Wastewater Treatment & Disposa
WW Treatment _ Disposal Maint.
Milwaukee WW Treat_Disp Ops
Mid Atlantic South Sewer
Maintenance

Meter Installation

Stores

Water Treatment

General Field

Carporate Operations Managemen
Expat Engineering

Engineering

Large capital projects

Scada Engineering
Environmental Compliance
Quality Assurance_Qlty Control
Quality Management

SCADA

System Planning

CSsB

Environmental Resources
Expat Tech Services

Technical Services

Operational Services

Expat Atlantic Division

Atlantic Division

Customer Service

Customer Service Field

Meter Field

Homer

Customer Service Office

Meter Reading

New Business
Administration_General
Corporate Communications
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406
410
415
416
417
418
420
421
425
426
430
431
432
433
434
435
436
437
440
444
445
446
447
450
454
455
460
465
470
500
501
504
505
510
515
520
525
530
535
550
560
565
570
580
600
605
610
615
700
705
715
720

Government Relations
Corporate Office Support
Human Resources

HR - Shared Services
Diversity

Management Associate Program
IT- Program Management
Milwaukee Technical Services
IT - Service Delivery

IT Service Development

iIFMS Project Team

IFMS Support

IT - Infrastructure

IT Infrastructure Helpdesk
Expat Commercial Development
Commercial Development
Marketing

Suez Environment

Risk Management

Expat Procurement
Procurement

Milwaukee Purchasing_Warehouse

Utility Service Group
Security

Expat Customer Care
Customer Care
Strategic Planning
Office of the Chairman
Performance Management
General Accounting
Accounts Payable
Expat Accounting
Utility Accounting
Customer Accounting
UWMA&S Payroll

Taxes

Systems Accounting
Financial Planning
Internal Audit
Technical

System Reporting
Management Reporting
Corporate Finance
Business Reviews
Investor Relations
Treasury

Legal

Real Estate

UW Services Group
External Affairs
Contract Operations
Industrial Pretreat Prog
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725
730
735
800
820
950

Creative Services

Project & Technology Develop.

Operations Specialists
Regulatory Business
Light Duty Surplus
Gen_Admin M&S
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PUBLIC SERVICE CCMMISSION CASE 09-W-0824

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-118 GRW-26

Requested By: Gerald Wojcinski

Date of Request: February 2, 2010

Response Due: February 12, 2010

Witness: James Cagle

Subject: Management and Service Fee

Please refer to attached file that shows M&S Fees by Departmenﬁ
and amount for the twelve months ended June 30, 2007, 2008 and
2009,

1. The attached file shows that the M&S fees have risen by 41%
over a two year period (twelve months ended June 30, 2007 to
June 30, 2009). The increase is substantially higher than
inflation rate of approx 4.5% over the same period. Please
provide all reasons for the increases above inflation by
department, along with the dollar amounts and % increase related
to each reason.

2. As stated on page 12 of Mr. Lippai’s testimony, the M&S
expense forecast for the bridge period represents the “2010
budget”. However, the Commission’s 11/23/77 Policy Statement on
Test Periods in Major Rate Proceedings (page 5) specifically
states that there must be a verifiable link between the historic
period and the forecast periocd. Please provide a detailed
verifiable link between the historic period and the bridge
period by cost component, and fully explain and quantify all
changes.

3. Fully explain how the rate year M&S forecast was derived,
and provide the basis for the forecasted increases.

Response:

1. M&S fees are allocated based upon the methodology described
in the attached M&S affiliate agreement. One of the factors to
allocate costs on is investment, which is essentially plant in
service. Because the Company’s investment in New Rochelle has
increased substantially over the past few years, New Rochelle
receives a greater portion of the M&S fee allocation. Total M&S
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costs between the two periods have increased approximately $6.6
million or 15.6%. Labor costs at United Water Management and
Services (M&S) have increased substantially between the two
periods with the addition of 36 employees during that period.
Additionally, between the two periods, increased costs of
Pensions (approximately 50%) and increases of other benefits
costs (approximately 9%) as well as the benefits to additional
employees have been incurred.

The attachment to the question has been expanded to show the
total Mé&S costs by department for the periods as compared to the
amounts allocated to New Rochelle.

2. The Company’s budget is determined department by department
based on the previocus periocds actual costs which are then
projected based upon known changes in costs the most significant
of which are personnel and pensions and benefits. The total
budget amounts {(less amcunts which are planned to be deferred or
capitalized to CWIP) are then allocated based upon the
allocation factors mentioned in part 1 above,.

3. Please see part 2. Above.
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PUBLIC SERVICE COMMISSION CASE 09-W-0824

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-120 GRW-21
Requested By: Gerald Wojcinski
Date of Request: February 2, 2010
Reéponse Due: February 12, 201C
Witness: Jim Cagle

Subject: AFUDC Adjustment and EB/CAP

Please refer to the -%2,000,000 “AFUDC Adjustment” shown on line
3 of KHD-3 United Water New Rochelle (UWNR), Rate Base Summary
(13 Mo Avg), Historic Test Year Ended 6/30/09

1. On page 6 of Company witness Doherty’s pre-filed direct
testimony, he notes that the -$2,000,000 AFUDC adjustment is a
“placeholder” adjustment.

a. Fully explain the Company’s ratemaking proposal for how
this “placeholder” adjustment shculd be treated in this case
(e.g., 1s the Company proposing that there be a deferred debit
or credit set up for the difference between the placeholder
adjustment and the final Commission determination on the proper
level of AFUDC on the DIP project? If so, how exactly would
this true-up be calculated? Include a hypothetical illustration
showing how the true-up amount would be determined.

b. Did the Company include any reduction in rate year book
depreciation expense related tc this placeholder adjustment
which reduces the DIP costs in rates by $2,000,000? If so,
indicate the amount of the depreciation expense reduction and
include an exhibit or workpaper reference as to where the
adjustment is made. Also, include supporting workpapers showing
how the depreciaticn expense amount was calculated. If no such
depreciation expense adjustment was made, fully explain why not
in light of the fact that the placeholder adjustment reduces the
DIP costs in rates by $2,000,000. Shouldn’'t rate year
depreciation expense be based on the amount of DIP costs allowed
in rate base?

2. Provide book entry necessary to eliminate the $2,000,000
assuming the amount is correct. Provide debits and credits.

3. Assuming the average historic plant balance was overstated by
$2,000,000 as a result of improper booking of AFUDC, isn’'t
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retained earnings overstated by like amount? If retained
earnings is not overstated, what is the contra account to this
$2,000,000 reduction to DIP plant costs?

5. United Water New Rochelle, Earnings Base Capitalization
Adjustment, WP-EB CAP shows no reduction tc capitalization for
the $2,000,000 AFUDC reducticn.

a. Why didn’t the company reduce capitalization for the
$2,000,0007

b. Does the company agree that by reducing the earnings
base side of the EBCAp calculation by $2,000,000 but not also
reducing the capitalization side of the EBCAp calculation by the
same $2,000,000, the Company has created a mismatch between HTY
earnings base and capitalization, the result of which is to
understate the HTY EBCap adjustment by $2,000,000? If not
explain in full and also provide a recomputation of the EBCap
adjustment assuming no AFUDC disallowance.

Response:

1. The placeholder adjustment was included as a reduction in
the calculation of the DIP surcharge primarily to reflect
the ADIT impact of the equity gross-up porticn of AFUDC.
The ADIT was recorded on the books and records of the
Company but was not included in the calculation of the
surcharge.

While Staff and the Company were in the midst of
discovery questions, the Company filed an update to the
surcharge calculation and Staff and the Company agreed
that some estimated amount should reduce the calculation
while discovery and the prudence investigation continued.

At that time, the exact amount was unknown and this
estimates the impact of certain estimated but not fully
quantified adjustments which might have been required as
a result of Staff’s review in the DIP prudence
investigation. Consequently, the $2MM was based upon the
judgment of Staff experts and Company experts and was
mutually agreed to based on that judgment.

At the conclusion of the investigation, 1t was expected
that any issues arising from the prudence investigation
would be addressed including the issues arising from the
calculation of AFUDC. Rather than making the adjustment
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permanent, it was our understanding that at the
conclusion of the investigation, a comprehensive
computation would be made whereby the records of the
Company would be adjusted to reflect any necessary
changes.

The Company has been working specifically with Mr.
Visalli on a full analysis and recalculation of the DIP
and as of yet the full analysis is still in progress.
Any necessary book adjustments will be determined at the
conclusion of that analysis.

Depending upon the outcome of the afcrementioned
analysis, depreciation expense would not change a great
deal or would in large part be offset by the amortization
of a regulatory asset.

2. No entry is necessary to eliminate the $2,000,000
placeholder as it was an estimate of an amount which most
or all of was already recorded on the books of the
Company but not included in the computation of the DIP
surcharge.

3. As the placeholder adjustment was primarily reflecting an
amount in the surcharge calculation which was already
refiected on the books and records of the Company, the
impact was already reflected in retained earnings.

Please also see the response to part 2 above. There is
no “contra account” as the amount related to the
computation of the DIP surcharge.

5. a. The placeholder adjustment was primarily reflected an
amount in the surcharge calculation which was already
reflected on the books and records of the Company.
Therefore, the amounts recorded per book require no
adjustment specifically for the placeholder adjustment
and are already reflected in the EB Cap adjustment.

b. No. Please see the respcnse to part 5 a.
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY /DOCUMENT REQUEST
United Water New Rochelle

Request Ne.: STAFF-134 GRW-28
Requested By: Gerald Wojcinski
Date of Request: February 8, 201C
Response Due: February 18, 2010
Witness: Thomas G. Lippai

Subject: Pension and OPEB Expense

Please refer to Exhibit TGL-6, Page 4 - United Water New
Rochelle, Operaticn and Maintenance Expenses, Rate Year One
Ending October 31, 2011, at Existing Rates.

1. Under the caption “Pension” is amount of $1,348,973 and under
the caption “CPEBs” is an amount of $533,500 for account 926
Employee Pension and Benefits. How were the above amounts
calculated? If the above amounts are not correct what should
they be?

Response:

1. The pension amount of $1,348,9%73 and OPER amcunt of
5533,500 are incorrect. The correct pension and OPEB amcunts
are $1,068,548 and $347,723, respectively. The calculaticn of
the pension and OPEE amounts are specifically shown on work
papers submitted to Staff labeled Pen-2 and Pen-3. Additional
suppeort can be found on work papers labeled Pen-4 through Pen-6.
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-146 CGS-20

Requested By: Christopher Simon
Date of Request: February 16, 2010
Response Due: February 26, 2010
Witness: Michael Pointing
Subject: Incentive Pay Program

In reference to Staff-74 CGS5-9:

1. Please quantify in detail by expense account the amount cof
rate year savings asscciated with the company’s incentive
pay program. In addition, provide a reference to the
Company’s exhibits and workpapers that show the amount of
rate year savings.

Response: The Company’s incentive program is not just targeted
at reducing expenses. Any savings realized are inherently
included in the rate year forecast and are a result of
efficiencies and customer benefits achieved from the actions of
each and every employee. Since the achievements are in the
accomplishment of each individual employee’s goals and each aid
in efficiencies or delivery cof customer henefit (detailed below)
of quality of service, specific quantification by account is not
possible or reasonable to quantify.

The incentive program targets much more than savings, it also
focuses on the creation value in service provision. As can be
seen from the number of customer complaints, United Water New
Rochelle provides excellent customer service, please see my pre-
filed testimony at page 28. In addition United Water New
Rochelle has an exemplary record for compliance with local,
State and Federal water quality and Environmental standards.

The following list provides the added benefits to customers of
such an incentive program.

Perscnal performance goals include:

e Water quality compliance,
e Compliance with service standards,
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® Customer ccontact and service {Reduction of
complaints),

¢ Continuity of water supply,
® Jnaccounted for water,

e Implementation of new projects (water supply, water
treatment, booster stations, generator installation,
transmission and distribution mains, etc.),

® Business systems including maintenance management,
Efficiency projects, Geographic information systems,
SCADA, hydraulic models etc.,

¢ Process improvements,

¢ Health and Safety, and

¢ Employee development and training.

The incentive compensation, or pay at risk is part of an
employee’s total compensation package and is designed toc attract
and retain top talent by offering competitive pay. Through
retention of employees (and lowering turnover), customers
benefit through consistency of service and increased efficiency.
This in turn keeps costs down and lowers the overall revenue
requirement. If these incentives were consclidated as part of
base pay, fringe and benefits would apply, which would drive up
the labor cost and increase the revenue requirement.

The incentive program is predominantly based on employees’
achievement of gcals. Employees have specific annual goals that
support the attainment of departmental or corganizational
objectives. United Water’s short term incentive plan benefits
customers by motivating employees to achieve the key goals of
the company which are; business efficiency, customer service
satisfaction and employee development and motivation.
Achievement of these gcals has a positive impact on customers as
detailed below.

Business efficiency goals include decreasing costs, decreasing
the length of time it takes to perform work without sacrificing
quality, decreasing lost time due to injury and cross training
employees to insure sufficient staff knowledge to perform roles
with minimum overtime.

Customer Service satisfaction goals include water quality
compliance, lowered customer response time, decreased customer
call abandonment rate, decreased customer complaint rates,
service improvements and customer loyalty.
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Employee Development and Motivation benefits ratepayers and
shareholders by having knowledgeable, well-rounded employees.
This leads to increased productivity and creates a learning
environment where efficiency is prevalent. This helps keep
costs down as employees find better ways to approach day to day
operational issues.
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-147 CGS-21

Requested By: Christopher Simon

Date of Reqguest: February 17, 2010

Response Due: February 27, 2010

Witness: Michael Pointing/Thomas Lippai
Subject: Bonus Pay

In reference to United Water Westchester Staff-29 RMD-6 question
B:

1. Please quantify in detail by expense account the amount of
rate year savings assoclated with the company’s 1.5% bonus
for bargain unit employees. In additicn, provide a
reference to the Company’s exhibits and workpapers that
show the amcunt of rate year savings.

Response: The Company’s incentive program is not just targeted
at reducing expenses. Any savings realized are inherently
included in the rate year forecast and are a result of
efficiencies and customer benefits achieved from the actions of
each and every employee. Since the achievements are in the
accomplishment of each individual employee’s goals and each aid
in efficiencies or delivery of customer benefit of quality of
service, specific quantification by account is not possible or
reascnable to quantify in every instance.

The bargaining unit incentives are based cn meeting specific
targets in three specific areas and are as shown below.

Safety
e Accident Frequency
» Accident Severity
¢ Safety Training

Customer Service
* Response Time
* Regulatory Complaints
¢ Actual Meter Read Rates
e Abandoned Calls
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¢ Permit Violaticons Under Operations Control
¢ Sampling Viclaticns

e Notification Violations

¢ Reporting Violations

These targets generally do not generate expense savings, but
clearly present a benefit to the customer in ensuring quality
and delivery of service and create value to the customer.

United Water New Rochelle has achieved significant savings as a
result of the synergies created through the acquisition of
United Water Westchester. As a result of this acquisition the
UWNR employees perform services for United Water Westchester and
as such, their salary and asscciated benefit costs are
transferred out of UWNR thus providing savings to UWNR
customers. Since these employees have taken on additional work,
it makes achievement of the goals described above important to
strive for to ensure excellent customer service.

As can be seen from the small number of custcmer complaints,
United Water New Rochelle provides excellent customer service,
please see my pre-filed testimony at page 28. 1In addition
United Water New Rochelle has an exemplary record for compliance
with local, State and Federal water quality and Environmental
standards.

If these incentives were consolidated as part of base pay,
certain fringe benefits along with pension benefits would be
impacted which would drive up the labor cost and increase the
revenue regquirement.
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Customer Accounts-Receivable Deferred Purchased Revenue
Manual Billing Water-Approved Reconciliation
14220 18622 18630
Jun-08 2,307,669 1,196,041 1,006,424
Jul-08 2,658,918 1,143,317 1,353,191
Aug-08 2,684,067 1,079,151 1,434,771
Sep-08 2,684,067 1,007,720 431,899
Oct-08 2,684,067 941,001 572,857
Nov-08 2,877,090 890,035 723,851
Dec-08 3,096,592 6,716,277 1,063,543
Jan-09 3,342,481 6,672,101 1,446,366
Feb-09 3,599,233 6,637,532 1,722,324
Mar-09 3,845,962 6,113,928 1,895,471
Apr-09 4,189,528 5,901,813 2,166,124
May-09 4,491,217 5,686,354 - 2,301,253
Jun-09 4,770,585 5,461,921 2,526,258
1st Mo 1,153,835 598,021 503,212
Interior 36,153,223 42,789,230 15,111,649
fast Mo 2,385,293 2,730,961 1,263,129
39,692,350 46,118,211 16,877,990

13 mo avg 3,307,696 3,843,184 1,406,499
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-156 GRW-31

Requested By: Gerald Wojcinski

Date of Request: March 3, 2010

Response Due: March 13, 2010

Witness: Kevin Coherty

Subject: Interest and Dividend Income

Please refer to response to Staff-127, GRW-27

1. Your response tc questicn 1 states that the interest income
of $352,296 in account 419.0 per Exhibit KHD-1 is comprised of
the following items:

Interest on Delaware Intake project (DIP) $225,015
Interest on Purchased Water Deferral 58,806
Interest on Revenue Reconciliation Receivables 68,475

Total Interest Income {account 419.0) $352,296

The above interest amounts were calculated on deferred balances.
Provide for each deferred balance the account and the monthly
balance for the 13 months ended June 30, 2009.

Z.Your response to question 2 states that The company did not
include these items in the calculaticon of its revenue
requirement as they represent interest compensating the Company
for the use of its capital, and is not interest from
investments.

For each of the three items, fully explain how they were taken
into consideration in deriving the historic test year Earnings
Base Capitalization (EBCap) adjustment. Be sure to explain and
show how each such item was either included in historic test
year rate base or removed from historic test year
capitalization. If they were not taken into consideration for
EBCap purposes, indicate if you agree that they should have been
considered and provide the impact of such consideration on the
historic test year EBCap adjustment. If you disagree that these
items should not be taken into consideration for EBCap purposes,
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fully explain your disagreement in light of your response to
question 2 wherein you stated that the Company used its capital
to support these items.

Response:

1.

Please refer to the attached Excel file showing the
requested data.

The referenced accounts were neither included in historic
test year rate base nor removed from historic test year
capitalization. The Company recognizes that Staff’s
position is that the thirteen-month average of these
accounts must be used to reduce historic test year
capitalization.
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-158 CGS-24

Requested By: Christopher Simon

bate of Request: March 4, 2010

Response Due: March 14, 2010

Witness: Michael Pointing

Subject: STAFF-17 CGS-7/0Outside Services

Reference to STAFF-17 CGS-7:

1. What type of service does Joken Development provide?
(Historic Test year expense of $103,839)

Response:

Joken provided emergency service for water main and service
repair, for work above and beyond what can be routinely handled
by in house staff.

2. Is this an annual expense?
Response:

The contract was competitively re-bid in 20092, and Joken was not
the successful bidder moving forward, this work will now be
performed by J. Fletcher Creamer, and Raines & Welsh. This
expense will not be a steady year in year out number as it is
wholly dependent on the amount of breaks at a given time, and
the severity of the break. 1In colder, harsher winters the cost
may increase due to the increase in water main breaks, and in
more temperate winters the amount will decrease.
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3. Can the work provided by Joken be done by in house
employees?

Response:

The outside contractor utilized for this service is for work
above and beyond what can be handled by in house employees at a
given time. Due to the emergency nature of water main breaks,
they need to he repaired in very quick fashion which sometimes
necessitates the need for additicnal crews, which are provided
by the contractor.

4. What are the associated savings by using Joken instead of
company perscnal?

Response:

Since this work is emergency based and not steady day in and day
out job functions, it is more economical to have an outside
contractor available for this work rather than adding additional
employees on a permanent basis.
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United Water New Rochelle
Attachment Staff-160 GRW-32

Jun-08

Jul-08
Aug-08
Sep-08
Oct-08
Nov-08
Dec-08
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09

Unbilled Revenue
17300

3,273,136
3,502,102
3,560,438
3,953,003
3,536,143
3,408,044
2,955,208
2,835,197
2,920,271
2,660,422
2,747,790
3,280,826
3,047,995
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY /DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-160 GRW-32

Requested By: Gerald Wojcinski

Date of Request: March 4, 2010l

Response Due: March 14, 2010

Witness: Kevin Doherty

Subject: Earnings Base Capitalization Adjustment

1. Please provide the monthly balances in account 173 - Accrued
utility Revenues for the 13 months ended June 30, 2009.

2. Fully explain how accrued utility revenues were taken into
consideration in deriving the historic test year Earnings Base
Capitalization (EBCap) adjustment. If it was not taken into
consideration for EBCap purposes, indicate if you agree that
this should have been considered and provide the impact of such
consideration on the historic test year EBCap adjustment. If
you disagree that this non-cash item should not be taken into
consideration for EBCap purposes, fully explain.

Response:

1. Please refer to the attached Excel file showing the requested
data.

2. If some portion of unbilled revenues were used to reduce the
Company’s capitalization, the adjustment should be net of the
operating expenses including income taxes that the Company would
pay on the unbilled revenues before unbilled revenue is applied
against capitalization. The equity porticn of capitalization is
not increased dollar for dollar by the unbilled revenue.
Retained earnings are increased onliy by the unbilled revenue net
of taxes and expenses.
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY /DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-161 GRW-33
Requested By: Gerald Woijcinski
Date of Request: March 4, 2010
Response Due: March 14, 2010
Witness: : Kevin Doherty
Subject: - Rate Case Expenses

Please see attachment comparing actual St. Lawrence Rate Case
Expenses to United Water New Rochelle (UWNR).

1. From the comparison of the two companies, UWNR rate case
costs are more than three times the cost of S5t Lawrence Gas
Company, even though the companies are relatively the same size
when it comes to revenues.

a. Did UWNR do any studies to determine if their rate case
costs are reasonable? If so please provide.

b. In these difficult economic times, does the company try
to mitigate rate case costs? If so please demonstrate.

Response:

la. The Company based its estimate of its rate case expense on
its prior experience in New York. While it has performed no
studies or made comparisons with cther New York utilities’ rate
case expenses, the Company is of the opinion that its rate case
expense estimate is reasonable and would point out that UWNR’s
estimate of rate case expenses is a “fully litigated” case
estimate. The Company notes that in reviewing the rate case
costs of St. Lawrence Gas, there is no attribution of internal
time, which would imply that St. Lawrence’s booked overhead
expenses include these costs. Additicnally, there is no
indication as to the complexity of issues within the St.
Lawrence case. As a result no valid comparison can be drawn
from the amounts presented or compared on the attachment, or at
least makes a compariscn between the two companies very
difficult.

1. The Company attempts to estimate what it expects its costs
for a fully litigated rate case would be and is unaware of how
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to mitigate such an estimate in light of these difficult
economic times. The Company requests that it be allowed to
recover its prudently incurred costs.
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY /DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-166 CGS5-29

Requested By: Christopher Simon

Date of Request: March 12, 2010

Respcense Due: March 22, 2010

Witness: Michael Pointing

Subject: STAFF-117 CGS-7/STAFF-158 CGS-24/0utside
Services

Reference Company response to question 2 of STAFF-158 CGS-24:
2. Is this an annual expense?
Response:

The contract was competitively re-bid in 2009,
and Joken was not the successful bidder moving
forward, this wcrk will now be performed by J.
Fletcher Creamer, and Raines & Welsh. This
expense will not be a steady year in year out
number as it is wholly dependent on the amount of
breaks at a given time, and the severity of the
break. In colder, harsher winters the cost may
increase due to the increase in water main
breaks, and in more temperate winters the amcunt
will decrease.

1. Please provide Staff with the amounts paid to Joken (or
cther contractor used for emergency service) for the 12 months
ended June 30, 2008, 2007, 2006, 2005, and 2004,

Response:
Year Cost
6/30/2004 S 24,570
6/30/2005 $ 17,281
6/30/2006 $ 0 -
6/30/2007 S 42,960
6/30/2008 S 34,339
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STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
United Water New Rochelle

Request No.: STAFF-171 GRW-34
Regquested By: Gerald Wojcinski
Date of Request: March 19 2010
Response Due: March 29, 2010
Witness: Kevin Doherty

Subject: Revenue requirement calculation

Kevin Doherty Testimony, page 2, says that the base rate
increase is $30 million. KHD-2 shows a revenue requirement of
$21 million. The $21 million represents the bill impact to
customers in the rate year. Please provide KHD-2, Schedule 1,
page 2 to show the base rate increase requested by UWNR.
Include an itemized reconciliation between the $21 million and
$3C million amounts, showing every component / reason for the
difference between these two amounts. '

Response:
In its rate case filing, the Company included the following

surcharge revenues in the calculation of its revenue
requirement;

Construction Recovery Surcharge (DIPS) 54,569,294
Distribution System Improvement Revenue (LTMRP) $1,031,942
Excess Per Capita Surcharge $1,453, 364
Purchased Water Surcharge 52,054,985
Total 59,109,585

Including these revenues in the calculation of the revenue
requirement yields the $21 million revenue deficiency, which is
as Staff indicates, a bill impact to customers.

In crder to calculate the requested base rate increase, the
surcharge revenues listed above would not be included in the
revenue requirement calculaticon. This methed would yield the
approximately $30 million base rate increase.

Please refer to the attached schedule.
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CASE 09-W-0824

UNITEC WATER NEW ROCHELLE

OPERATING INCOME AS ADJUSTED AT EXISTING
AND PROPOSED RATES TWELVE MONTHS ENDING OCTOBER 31, 2011

DESCRIPTION
OPERATING REVENUES

OPERATING EXPENSES:
OPERATION AND MAINTENANCE
DEPRECIATION

TAXES OTHER THAN INCOME

OPERATING EXPENSES BEFORE INCOME TAXE

OPERATING INCOME BEFORE INCOME TAXES

INCOME TAXES:

STATE INCOME TAX

FEDERAL INCOME TAX

TOTAL INCOME TAXES

OPERATING INCOME

RATE BASE

RATE OF RETURN

REQUWRED RATE OF RETURN
REQUIRED NET OPERATING INCOME
OPERATING INCOME DEFICIENCY

GRCF

REVENUE DEFICIENCY

Exhibit___ (ARP-1)
Page 139 of 139

Exhibit KHD- 2
Schedule 1

Page 2

Staff-171 Attachment

$30,132,452

m 2 (3) @ {5)
OCTOBER 31, 2010 OCTOBER 31,2011 ADJUSTMENTS  OCTOBER 31, 2011
AS ADJUSTED AS ADJUSTED BASED ON PRO FORMA
AT EXISTING AT EXISTING PROPOSED PROPOSED
RATES ADJUSTMENTS RATES RATES RATES
$37,870,084 ($8,942.337)  $ 28,927,747 $30,132,452 $59,060,199
21,224,063 5,654,920 26,878,983 171,708 27,050,692
3,021,090 1,521,465 4,542,555 ; 4,542 555
6,533,169 131,141 6,664,310 215,146 8,879,456
30,778,322 7,307 526 38,085,848 386,855 38,472,703
7,091,762 (16,249,863) (9,158,101) 29,745 597 20,587,496
194,211 (1,408,974) (1,214,764) 2,567,045 1,352,281
854,144 (5,221,124) (4,366,980) 9,512,493 5,145,513
1,048,354 (6,630,098) (5,581,744) 12,079,538 6,497,795
$6,043,408 ($9,619,765) ($3,576,358) $17,666,059 $14,089,701
$155,670,316 $2,463,256 $158,133,672 $158,133,572
3.88% -2.26% B.91%
8.91%
$14,089,701
$17,666,059
1.7057
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United Water New Rochelle Co
Summary of Adjustments

O&M Adjustment

Pension

Company

Company agreed to Error
Eliminate estimate for hires

Staff’

OPEB

Company
Company agreed to Error
Eliminate estimate for hires

Outside Services - M&S

Company

Use twelve months ended June 30, 2007 period
inflated through rate year

Eliminate long and short term incentive

Amortization Rate Case Expense

Company
Eliminate UWM&S Charges

State Income Tax
Include Under Deferred State Income Tax

Include Cost of Removal
Include Medicare

Federal Income Tax

Include Under Deferred Federral Income Tax
Inciude Cost of Removal

Include Medicare

Inctude Amontization of Flow-Through

Rate Base

Rate Case per Staff Estimate

Deferred income Tax
Cost of removal per staff estimate

EB/CAP Staff Estimate

$

8

-]

Company

895,554

143,661

1,985,923

195,000

134,472

289,529

(511,594}

Adjustments Staff

(280,425)
{34,162)
(314,587)

$ 580,967
{185.777)
14,109
{199.886)

3 __(86.225)
{549,990)
137,130
(687,120)

3 1,298,803
(75.000)

$ 120,000
(39,600)_$  (39,600)
(3214) 8§ (3214)

(160,601} _§ (160,601)

(13,034) §_ (13,034)
(134,472) 8§ -

{(111.357) § 178,172

{73.337) 584,931
(9.812,040) _ (9,812,040}







United Water New Rochello Co
Staff Adjustment Pension & CPEB

Staff Adjustment
Pension

OPEBs

Staff-134, GRW-28
Staff Adjustment

Company Exh TGL-6 Page 4
Adj Staff 134, GRW-28

Staff Adjust

correct

Adjusted Net pariodic Cost

Per company capitalized

Company Adjustad

Eliminata hires

Staff adjustmont oliminatos hires

Stal Adj
Company PEN-1
Staff Adjusted
Adjustmant

Doferral

Pansion Defarral Calculation

Adjusted Pension Expense Per Actuary
Less Capitalized (487083)

Net Adjusted Actuanal Pension

200% Annual Allowance

Deferred Pension Exp

Actual Deferral 12 Mos end 6/30/09

Cumulative Doferrod Ponsion

OPEB Doforral Catcuiation

Adjusted Pension Expensa Per Actuary
Amortization of ITO

Loss Capitalizod {45377 48)

Net Adjusted Actuanal Pansion

2009 Annual Allowance

Deferred OPEB Exp

Cumulative Daoferred OPEB

Pansion & OPER Deferral Summary

Daoferrad Pension & OPEB @ June 30, 2009

Deferred Pension & OPEB adjustment
Tast Year-Pension/OPEB

Bridge Poriod Pension/OPEB

Tetal Pension & OPEB Deferre¢ @O0ctober 31, 2010
Allowed amortization prior rate case deferal to

be netted 1o current rate case requested deferral (a)
Test Year Adj

Bridge Adj

Total Requestod Pension/OPEB Deferral

Amortize over three years

Company Staff Adjusimeni Check
- B95,554 580,967 § 314,587 § 314,587
5 143661 3 (56.225) § 199,886 § 199,886
Pension OPEB
$ 1,348,973 § 533,500
1,068,548 347,723
$ 280425 § 185,777
1,668,548 347,723
52041 157,788
548,077 189,935
520.899 183.175
$ FIALEE) 6,760
Pension OPEB
s 67,052 § (232,051}
$ 60,068 §  (239.400)
3 @284) $ (7.349!
Per Staft Per
Adj Tast Year  Brigge Penod Rale Year Company Difference
-] 1045263 § 1174438 § $015562 § 1068548 § (52,986)
509,130 §72.049 494 663 520,471 25,808
536,133 602,389 520,899 548,077 [27.178)
267,408 267,408
268,725 334,981 520,899
10,477
258,248 334,981
§93,229
Par Staff Per
Ad) Test Year 8ricge Penod Rate Year Company Difference
5 201,162 § 209,222 % 210390 § 222766 § (12,376)
124,957 124,957 124 957 124,957 -
326,119 334,179 335,347 347,723 (12,376)
147,985 151,642 152,172 157,788 5,616
178,134 182,937 183,175 189,935 {6,760}
267.408 267.408
(69.274) {84,B71) 183,175
3 !?74!145!
Pension OPEB Total
485,092 (550,738) (65.646)
258,248 (89,274) 168,975
334 981 {84,871} 256,110
1,078,321 (724,883) 353439
{345,430) 2,570 {342,860)
{552,688) 4,112 (546,576}
180,203 (718.201) (537.997)
] 60,668 § {239,400) § (179,332)







United Water New Rochelle Co
Eamings Base Capital Adjustment

Historiz Rate Base

Utility Ptant in Service
Non-Interest Bearing CWIP
AFUDC Adjustment

Total Plant in Senvice
Accumulated Depraciation

Net Liility Plant

Customer Advances for Construction
Prepaid Property Taxes

Cther Prepayments

Deferred Tank Painting

Accumulated Deferrad Income Taxes
nvestment Tax Credil

Materials and Supplies

Cash Working Capital

Eamings Base Capitalization

Tolal Rate Base

Earninas Base Capitalization Adjustment

Common Stock
Realained Earnings
Customer Deposit

{nterest Baaring CWIP
Net Capitalization

Total Rate Basa

Tax Rate
State 8.63%
Federal 34%

Total Tax
reciprocol

Jun-08
Jur0B
Aug-08
Sep08
Qct-08
Nov-06
Dec-08
Jan-09
Feb-09
Mar-09
Aor-09
May-09
Jun-09

Exh KHD-3 StaH Staff
Schegute 1 Adjusiments Adiusted
$ 98,140,994 % 98,140,994
1,591,059 1,581,059
{2,000,000; $ 2,000,000 -
$ 97,732,053 %  2,000.000 99,732,053
{17,801,014) (17,801,014}
3 79931038 § 2,000,000 81,931,039
(507.422) (507,422}
956,798 955,798
71 11
198,339 198,339
(7,968,508) - (7,966,506)
{517,126} (517,126)
540,612 540,512
1,577,347 1,577,347
74,212 692 2,000.000 76.212,692

$ 74,212,692 _§

2000000 § 76.212692

Statt Staff
WP-CAP Adjustments Adjustad
$ 80,467,019 B80.467.019
56,353,421 (8,409,467} 47,943,955
24,236 24.236
136,844,677 (8.409.467) 128,435,210
62,034,558 62,034,558

5 74,810,119 §%

$ 74,212,692

(8,409.467) $ 66,400,652

2,000,000 76,212,692

$ (597427} §

10,409,467 § 9.812.040

Unbilted Ravenues

Staff-160, GRW-32

Unbilled Revenue Net of Tax
17300
3,273,136 1,973,638
3.502.i02 2411915
3.560.438 2147054
3,953,003 2,383,827
3,536,143 2,132,443
1,408.044 2,055,194
2,955,208 1,782,115
2835197 1,708,743
2,920,271 - 1,764,046
2,660,422 1,604,346
2,747,780 1,657.033
3,260,826 1,978,476
3,047,895 1,838,089
41,680,575 25,135,137
3,219,001 1,935,765
Net of Tax
.00
00863
0.9137
0.34
0.3107
0.3970
0.6030

Jun-08
Jul-08
Aug-08
Sep-08
Qct-08
Nov-08
Dec-08
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-N9

Staf-120, GRW-21

Interest Booked Balances

DIP Detarred Revenue Total Total
Cust Accts Purch Water Recorciliation Capitalization
Rec A/C 14220 A/C1B622 AC18620 Reduction
$ 2307669 3 1,196,041 § 1,006,424 § 4510134 6,463,872
2658918 1,143,317 1,353,191 5,155,426 7,267,341
2,584 067 1,079,151 1,434711 5,197,959 7,345,083
2,684,067 1,002,720 431,899 4,123,686 6,507,513
2,684,067 941,004 572,857 4,197,925 6,330,368
2,877.020 890,035 728,351 4,495476 6,550,670
3,096,592 6,716,277 1,063,643 10,876,412 12,658,627
3,342,481 6,672,101 1,446,366 11,460,948 13.170.691
3,589,233 6,637,532 1,722,324 41,959,089 13,720,135
3.845.962 6,113,926 1,895471 11,855,361 13.458,707
4,189,528 5,901,813 2,166,124 12,257,465 13,914,498
4,491,217 5,668,354 2,301,253 12,476,824 14,457,300
4,770,585 5,461,921 2,526,258 12,758,764 14,596,833
43,231,476 43,447 191 16,648,832 111,327,499 136,462,636
$ 3307696 § 3843184 § 1406874 § 8.557.754 10.493.519
$ 3,307,698 2,317,601 848,404 § 6,473,701







United Water New Rochelle Co
Amortization of previously flowed through tax benefits

Unrecognized Temp Differences

Refer to Staff-11 (GRW-6) Utility Plant Expense Total

Total Balance $ 8356657 $ - $ 8,356,657
Deferred Expense Items 765,472 765,472 1,530,944
Net $ 7591185 § 765472 §$ 8,356,657
Tax Rate 35% 35% 35%

$ 265915 $§ 267915 $ 2,924,830

22 Years 22
Amortization $ 132,947
Amortization 35

S 75912

Refer to Staff - 104, GRW-23







United Water New Rochelle Co
Cost of Removal

Staff-84 GRW-19

Balance at 10/11

Balance at 10/11

Historic balance

Account 28308 Deferred FIT Cost of Removal
Account 28358 Deferred SIT Cost of Removal

2006
2007
2008
2009
2010
201
2012
2013

2006
2007
2008
2009
2010
2011
2012
2013

COR Tax DFIT Per Year Balance Amort
Deduction 35% 20% 10/11 Rate Year
515,123 180,293 36,059 36,059 36,059
484,288 169,501 33,900 67,800 33,900
405,085 141,780 28,356 85,068 28,356
444,687 155,640 31,128 124,512 31,128
445,123 155,793 31,159 155,793 31,159
445,344 155,870 31,174
435,608 152,463 30,493
160,601
469,232 160,601
———
COR Tax DFIT Per Year Balance
Deduction 8.63% 20% 10/11
515,123 44,455 8,891 8,891 8,891
484,288 41,794 8,359 16,718 8,359
405,085 34,959 6,992 20,975 6,992
444 687 38,376 7,675 30,701 7.675
445123 38,414 7.683 38,414 7.683
445,344 38,433 7.687
435,608 37,593 7.519
39,600 115,699 39,600
WP-DIT
page 2& 3 Adjustment Rate Year
$ 410520 $§ 58,712 § 469,232
$ 101074 $& 14,625 $ 115699
$ 511594 5 73,337 § 584,931







United Water New Rochelle Co
Medicare Act Benefits

Staff-6 GRW-1
Response B
2006 $ 15422
2007 8,842
2008 8,710
Known to Date 2009 4,267
\
S 37,241
Federal Rate 35% 0.35
Federal Deferred Credit $ 13,034
$ 37,241
State Rate 8.63% 0.0863

State Deferred Credit $ 3,214







United Water New Rochelle Co
Management & Services

Staff - 63, GRW-15
Staff - 118, GRW-26

Response to Staff 63, GRW-15, Part 6

Long Term Incentive Plan & Short Term Incentive Plan $ 200,498

Company workpaper M&S 1 Total UWM&ES STIPATIP Net
Charge Charge Incentive

TME 6/30/07 1,336,172 § 127,603 1,208,569

TME 6/30/08 1,730,358
TME 6/30/09 1,802,985

TME 6/30/07 $ 1,336,172 § 127,603 1,208,569

Inflation (2.34%) 1.02 1.02
TME 6/30/08 1,367,438 130,589 1,236,850
2.00% 1.02 1.02
TME 6/30/09 1,394,787 133,201 1,261,587
Historic to rate year 2.95% 1.0295 1.0295
1,435,933 137,130 1,298,803
Per Company $ 1985923
Staff Adjustment 1,298,803
S 687,120
Rate year 1,435,933
STIPALTIP 137,130

1,298,803







United Water New Rochelle Co
Rate Case Arnortization

Staff-61, GRW-13
Expenses Exhibit TGL-6, Page 22

UWMES

Lega! Services

Rate of Return

Costof Service / Rate Design

Customer Notification, Transcript & Misceflaneous

Total

3 year amortization

Deferred Debits

Beg Balance

End of first year
Eng of second year
End of thrid year

Aver Bal First year
Aver Bal Second year
Aver Bal Thirg year

Net of Tax

Check
Net of Tax

Staff As Adjusted

Per Company  Adjustment Staff
$ 225000 {225,000) $ -
225,000 225,000
25,000 25,000
80,000 80,000
30,000 30,000
$ 585000 $ (225000) § 360,000
3 3
$ 195,000 3 120,000 $ 75,000
Company Staff Difference Net of Tax
0.593905
585000 $ 360,000
390000 § 240,000
195000 $ 120,000
0 0
487500 300000 187500 111,357
292500 180000
97500 60000
§ 289529 § 178,172 § 111,357






United Water New Rochelle - Operations and Maintenance Expenses

TGL-1 TGL-4 TGL-6
Adjusted
‘ 6/30/2009 6/30/2009 10/31/2010 Change % Change 10/31/2011 Change % Change
Labor 4,207,053 4,142,734 4,582 254 439,520 10.61% 4,756,263 174,009  3.80%
Super/Dir Labor Trr'frd in 145,875 145,875 120,170 (25,705} -17.62% 124,733 4563  3.80%
Super/Dir Labor Trn'frd out (2,100,437) (2.100,437) (2,439,073)  (339,536) 16.17% {2.532,630) (92.657) 3.80%
Fringe benefits (942,307) (1,192,209) (1,359,713)  (167.504) 14.05% (1,332,050) 27,663 -2.03%
Transportation 267,579 247,484 251,930 4,446  1.80% 254,040 2,110 0.84%
Purchased Water 6,961.862 6,188,869 9301612 1,112,743  13.59% 10,547,794  1246,182 13.40%
Power/Fuel 1,239,227 1,208,680 1,064,867 (143,813} -11.90% 1,130,854 65,987  6.20%
Chemicals 293,979 308,190 289,149 (9,041) -2.93% 344,405 45256  15.13%
Waste Disposal - - . - HDIVIO! 3,798,847 3,798,847  HDIVIO
Tank Painting Amortization 71,335 108,387 159,183 50,796 46.87% 128,094 (31,089) -19.53%
Outside Services M&S 1,902,985 1,802,985 1,923,412 20,427 1.07% 1,985,923 62,511  3.25%
Outside Services Other , j 244,334 220,545 308,792 88,247  40.01% 314,659 5867  1.80%
Pension 616,919 616,919 547,833 (69,086} -11.20% 1,416,025 868,192 158.48%
OPEBS 443,887 443,887 444,401 514  0.12% 301,449 {142,952) -32.17%
Empl Med/Life 469,190 441,975 514,678 72,703  16.45% 571,095 56,417  10.96%
401k 77.684 71,525 81,164 9639 13.48% 85,359 4,195 517%
Other Employee Benefits ' 42,538 35,633 36,203 570 1.60% 36,891 688  1.90%
Office Supplues o _ _ 29,266 29,266 29,734 468  1.60% 30,299 565  1.90%
cIs 236,628 228,751 219,288 (9,463) -4.14% 227,118 7830 357%
Materials . | S 224,058 224,059 227,644 3,585  1.80% 231,969 4,325  1.90%
Contract Services : 160,215 160,215 162,778 2,563  1.60% 165,871 3003  1.90%
Insurance R 414,001 414,001 391,155 (22,846) -5.52% 398,587 7432 190%
Other 3,328,273 3,372,512 4,357,501 984,980  29.21% 3,893,385 (464,116) -10.65%
18,334,145 19,219,846 21224062 2,004,216 26,878,980 5,654,918
TGL4Pg5 TGL-6Pg 5

102.95%

227,051

455,013

36,684
30,129

230,669

164,941
426,214

(87,608)

(116,082)

(207)
(170

{1,300}

(930)
27,627

(178,671)






UNITED WATER NEW ROCHELLE

To Adjust Payroll Expenses for Payroll Costs in Effect

Payroll Expense for Rate Year Ending
Bargaining Unit Employees;
Salaries & Wages

Non-Bargaining Employees:
Salaries & Wages

Summer Interns (based on 2009 expense)
Gross Salaries & Wages

Labor From Other Business Units { 3 Yr Average)

Labor Capitalized (3 yr Average)

Lakor Charged To Other Business Units ( 2 Year Average)

Rate Year ending October 31, 2011 Payroll Expense Charged To O&M Expense

Per Staff
10/31/2011

$ 3,502,889

$ 1,040,069

$ 24,944

S 4567.902

$§ 124733

{1,215,834)

{1,216,496)

2,260,305

Per Company

10/31/2011

$ 3,551,201

$ 1,180,028

$ 24,944

$ 4,756,263

$ 124,733

$ (1,265,969)

$ (1,266,660)

2,348,367

1,266,117
148.21

1,266,593
(67.16)

-26.5169%

-26.6314%

3

§

$

$

$

$

$

{48,402)

(139.959)

{188,361)

50,135

50,164

(88,062}

{100,302}

88,058.57

53.25%
26.62%
{12,885)

(37.257)

{50,142)

(6.51)

{3.39)

26.63%
(12,889) § (22,628)

(37.271) § (65431

(50,160} $ (88.059)
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To Adjust Payroll Taxes for Payroll Costs in Effect
in Rate Year Ending October 31, 2011

FICA

Medicare

Federal Unemployment Insurance (FUI)

State Unemployment insurance (SUI)

Metropolitan Commuter Transportation Mobility Tax (MCTMT)

$ 290,754
68,604
3,584
7,072
16,086

$ 386,100

Barg Non-Barg_ Total
$ 217179 $ 63682 $ 280,861
$ 50,792 $ 15081 $ 65873
3 2856 % 728 % 3,584
$ 5636 $ 1,437 % 7,072
3 11910 § 3536 $ 15446
$ 372836 % (13.265)






Rate Year Calculation Payroll Taxes - Rate Year Calculation
276,128 § 106,800 NIA ¢ 7000 $ 8500 % - & -
COUNT EMPLOYEE D JOB TITLE HOURLY RATE ANNUAL AMNT Bonus Overtime Total Pay FICA Medicare Eul SUINY SULNJ SDI MCTMT Tota! Taxes
2080 0.0% 3yrAvg 6.20% 1.45% 0.80% 1.30% 0.00% 000% 0.3M%
1 00000000158  Chief Operator $ 34.90 72,582 - 6,211 78,793 4,885 1,142 56 111 - - 268 6,462
2 00001173402  Customer Service Rep $ 26.80 55,738 - 4,770 60,508 3,751 877 56 11 - - 206 5,001
3 00000000231 Operator $ 32.04 66,651 - 5704 72,354 4,486 1,049 56 111 - - 246 5,948
4 00000000320  Meter Foreperson 3 34.46 71,675 - 6,134 77,809 4,824 1,128 56 11 - - 265 6,383
5 00001174262  Utility Person $ 25.22 52,462 - 4,483 56,951 3,531 826 56 111 - - 194 4,717
6 00000000301  Distribution Foreperson 8 33.58 69,850 - 5977 75,827 4,70t 1,099 56 111 - - 258 6,225
7 00000000262  Distribution Foreperson $ 3410 70,930 - 6,070 77,000 4,774 1,117 56 1 - - 262 6,319
8 00001173414 Service Person 3 26.84 55,829 - 4777 60,606 3,758 879 56 11 - - 206 5,009
g 00000000266  Utdity Person $ 32,05 66,657 - 5704 72,361 4,486 1,049 56 111 - - 246 5,948
10 00001173292 Meter Reader $ 30.05 62,494 - 5,348 67,841 4,206 984 56 11 - - 23 5,587
11 QGO0M173750  Customer Sarvice Rep 3 26.67 55467 - 4,747 60,213 3733 873 56 11 - - 205 4,978
12 00000000110  Relief Operator-Mechanic 3 33.68 70.052 - 5,995 76,047 4715 1,103 56 11 - - 259 6,243
13 000O0CO0091  Facilities Operator 3 KiIral 65,955 - 5644 71,599 4,439 1,038 56 111 - - 243 5,887
14 00001173324  LMtility Person $ 25.84 59,990 - 5,134 65,124 4,038 944 56 111 - - 221 5,370
15 00001173323  Utility Person $ 28.84 59,990 - 5,134 65,124 4,038 944 56 11 - - 221 5,370
16 0000t173366  Utility Person $ 27.24 56,660 - 4,849 61,508 3814 892 56 111 - - 209 5,081
17 00001173703  Meter Reader $ 24.04 49,994 - 4,278 54,273 3,365 787 56 111 - - 185 4,503
18 00001172419  Customer Service Rep $ 337 65,256 - 5,584 70,840 4,392 1,027 56 111 - - 241 5,827
19 00000000112  Service Person $ 31.58 65,680 - 5620 71,300 4,421 1,034 56 111 - - 242 5,863
20 00000000258  Backhoe Operator $ 3297 68,575 - 5868 74,444 4,616 1,079 56 AR - - 253 6,115
21 00000000179  Accounts Payable/Payroll Clerk $ 30.49 63,426 - 5,428 68,853 4,269 998 56 M - - 234 5,668
22 00000002680  Operator $ 30.44 63,318 - 5418 68,737 4,262 997 56 111 - - 234 5,659
23 00000000357  Service Person $ 31.58 65,680 - 5620 71,300 4,421 1,034 56 111 - - 242 5,863
24 00000000356  Distribution Forepersen $ 34.10 70,930 - 6,070 77,000 4,774 1,117 56 111 - - 262 6,319
25 00000000255  Facilities Operator $ 3223 67,034 - 5,736 72,770 4,512 1,055 56 111 - - 247 5,981
26 00000000267  Operator $ 32.04 66,651 - 5,704 72,354 4,486 1,049 56 111 - - 246 5,948
27 00001172879  Operator $ 3044 63,318 - 5418 68,737 4,262 997 56 111 - - 234 5,659
28 00000000087  Collector $ 30.84 64,151 - 5,490 69,641 4,318 1.010 56 111 - - 237 5,731
29 00001172856  Collector $ 28.30 60,944 - 5215 66,159 4,102 359 56 111 - - 225 5,453
30 00000000126  Stores Clerk $ 3345 69.574 - 5,954 75,528 4,683 1,095 56 111 - B 257 6,201
31 00000002755  Customer Service Rep $ 31.37 65,256 - 5,584 70,840 4,392 1,027 56 1M1 - - 241 5,827
32 00000000121  Service Person $ 31.58 65,680 - 5,620 71,300 4,421 1.034 56 11 - - 242 5,863
33 00000C00370  Relief Qperator-Mechanic 3 33.68 70,052 - 5,995 76,047 4,715 1,103 56 11 - - 259 6,243
34 Q0001173325  Utility Person $ 27.24 56,660 - 4,849 61,508 3,814 892 56 111 - - 209 5.081
35 00000001853  Utility Person 3 32.05 66,657 - 5,704 72,361 4,486 1,049 56 111 - . 246 5,948
36 00000000283  Backhoe Operator $ 32.97 68,575 - 5,868 74,444 4,616 1,079 56 111 - - 253 6,115
37 00001172931  Meter Reader 3 27.04 56,244 - 4,813 61,057 3,786 885 56 11 - - 208 5,045
38 00000000218  Customer Service Rep $ 31.37 65,256 - 5,584 70,840 4,392 1.027 56 11 - - 241 5827
3g 00001173654  Utility Person $ 26.80 55,740 - 4,770 60,510 3,752 877 56 111 - - 206 5,001
40 00001173754  Meter Reader $ 24.04 40,994 - 4,278 54,273 3,365 787 56 111 - - 185 4,503
41 00000000216  Facilities Operator 3 nn 65,955 - 5,644 71,599 4,439 1,038 56 111 - . 243 5,887
42 00001173319  Ultility Person 3 28.84 59,990 - 5.134 65,124 4,038 944 56 11 - - 271 5,370
43 (0000000232  Backhoe Operator $ 32.97 68,575 - 5,868 74,444 4,616 1,079 56 111 - - 253 6,115
44 00001173322  Utility Persen $ 28.84 59,990 - 5,134 65,124 4,038 944 56 111 - - 221 5,370
45 00001174234  Utility Person 3 2522 52,462 - 4,489 56,951 3,531 826 56 111 . - 194 4,717
46 00001173401  Customer Service Rep $ 26.67 55,467 - 4,747 60,213 3,733 873 56 111 - - 205 4,978
47 00001173320  Meter Reader $ 27.04 56,244 - 4,813 61,057 3,786 B85 56 111 - - 208 5,045
48 00000000192  Inspector $ 31.89 66,332 - 5,676 72,008 4,465 1,044 56 111 - - 245 5820
49 00000000352  Relief Operator-Mechanic $ 33.68 70,052 - 5,995 76,047 4,715 1,103 56 111 - - 259 6,243
FACILITY Operator (Leak Survey) $ 32.23 67,034 - 5,736 72,711 4,512 1,055 56 11 - - 247 5,981
FACILITY Operater (Leak Survey) $ 32.23 67,034 - 5,736 72,7171 4,512 1,055 56 111 - - 247 5,981
Sub-Total 50 3,226.762 - 276,128 3,502,889 217,179 50,792 2,856 5,636 - - 11.910 288,372
Vacant Position
1 HAAXAR - -
Sub-Total 0 - - - - - - -
Total 50 3,226,762 - 276,128 3,502,888 217,179 50,792 2.856 5,636 - - 288,372







Rate Year Calculation

Payroll Taxes - Rate Year Calculation

{Non-Exempt)} - $ 106,800 NiA, $ 7000 % B500 § H
COUNT EMPLOYEEID JOB TITLE HOURLY RATE ANNUAL AMNT Bonus Pay STIP% STIP  Qvertime Total Pay FicA Medicare FLH SUI-NY SULN! SDI  MCTMT Total Taxes
2080 0.00% 3 ¥r Average 6.20% 1.45% 0.80% 1.30% 000% 000% 034%
1 00001173722 Accountant [ 26.84 55,832 0.0% - 55,832 44 3,462 810 56 11 - 180 4,625
2 00006000139 Admin Coord 3 3418 71,09 0.0% 71,090 83 4,408 1,031 56 11 - 242 5,847
3 0000170156 Engineer Il $ 39.69 82,566 0.0% - §2,565.53 5119 1,197 56 111 - 281 6,763
4 00001173165 Supv Accounting 3 41.82 86,994 0.0% - 86,993 87 5,394 1,261 56 11 . 296 7117
5 00000000189 Supv T&D ] 3827 79,602 0.0% - 79,601.94 4,935 1,154 56 11 271 6,527
6 00co1172887 Supv Customer Service $ 34.06 70,843 0.0% 70,842.74 4,392 1.027 56 111 241 5,827
7 00C00002757 Supt Operations 3 4119 85,670 0.0% 85,669.66 5312 1,242 56 111 291 7.012
3} 00000000317 Mgr UWNR 3 45.98 101.870 0.0% 101,8B70.26 6,316 1477 56 11 345 8,306
9 00000002702 Dir Finance ] 5757 119,747 0.0% 119,747.31 6,622 1,736 56 AR 407 5,932
10 Planning Supervisor 3 3462 72,010 0.0% 72.009.60 4,465 1,044 56 m 245 5,920
1 T & D Supervisor 3 44.50 92,560 0.0% 92,560.00 5,739 1,342 56 11 35 7.562
12 Planning Specialist 3 3307 68,786 0.0% 68,785.60 4,265 997 56 111 234 5,662
13 Senior Accountant 3 25.24 52,499 0.0% 52,499.20 3,255 161 56 111 178 4,361
Sub-Total 13 1,040,069 - 1,040,069 £3,682 15,081 728 1437 3,536 84 463
Vacant Positions
1 XERHEANRX
2 XHXXXRXKX
Sub-Total 0 - -
Total 13 1,040,069 1,040,069 63,682 15,081 728 1,437 - 84,463
Exempt #REF!
Nonexempt H#REF!
Total #REF!







Case 09-W-0824

For the Rate Year Ended October 31, 2011

Purchased Water

Purchased Power

Chemicals

Uncoltectd DIP Construction Costs
Labor

Pensions

Amaortization Deferred Pension/OPER
401K

Employee Health Insurance
OPERs

Fringe Benefits

All Other Employee Benefis
Insurance

Materials and Supplies

Rents

Postage

Outside Contractors

Outside Services - M&S

Cutside Services

Uncotlectibles

Regulatory Expenses
Amortization Rate Case

Customer Information System Costs
Amortizatior Tank Painting
Amortization Deferred Legal Fees
Amortization Def Purchase Water Costs/Excess Per Cap
Customer Records/Billing
Transportation

Supplies & Statianary

Other O&M

Troductivity

Austerity

Productivity Calculation

Labor

Pensions

401K

Employee Health Insurance
OPEBs

Fringe Benclits

Alt Other Employee Benefits
Insurance

Payrell Taxes

1% Productivity

Austerity Calculation

Total O&M

LESS ITEMS IN PRODUCTIVITY (REMOVE PR TAXES)
LESS WATER/PURC POWER/CHEMICALS

LESS UNCOLLECT DIP

TOTAL AMOUNT FOR AUSTERITY POOL

1% Austerity

United Water New Rochelle
Operation and Maintenance Expenses

Per Company Staff As Adjusted Revenue After
Filing Adj. #2 Adjustments By Staff Requirement Rate Increase
$ 10,547,794 $ (2689526 % 7.858.268 $ 7.858.268
1,130,854 (66.482) 1,064 372 1,064,372
344,405 (2F.F66) 323,239 323,239
3,798,847 (3,798,847 - -
2,348,366 (H8,059) 2.260,307 2,260,307
#95,554 (314,587) 580,967 580,967
39,907 - 39,907 39.907
187,996 (116,082} 71914 71,914
141,661 (199,886) (56.225) (56,225)
17.247 (207) 17,040 17.040
398,587 27,627 426,214 426.214
231,969 (1.300) 230.669 230.669
245,391 - 245,391 245,391
56,733 - 56,733 56,733
165,871 (67.604) 98,267 98,267
1,985,923 (687,120) 1,298,803 1,298,803
314,658 (202,957 111.701 111,701
91,032 - 91,032 64,648 155.680
125,723 - 125,723 89,285 215,008
195,000 (75.000) 120,000 120,000
227,118 - 227.118 227118
128,094 - 128,094 128.0694
316,970 - 316970 316970
2. 185,106 (2.185,106}) - -
67,195 - 67,195 67.195
254,040 - 254,040 254,040
30,300 (170} 30,130 30,130
610,238 - ~610,238 610,238
- 36,230 36,236 36,236
3 27,084,579 5 (104502360 § 16,634,343 3 153,933 ) 16,788,276
2,260,226
580,967
w907
187,996
{56,225)
17.247
426.214
167,239
3,623,571
36,236
16,788,276

(3,623,571
(9.245.879)

3.918.825

39,188






United Water Now Rochals

Responso to DPS-15 Part A2 1,141,343
u L G} g 1a) o] I thy ti} I} ) in) o) 1B 1)
- - - Ty TiT
Total Total I Portion | Portion of |aFubc Total
Adlusted Additoral Adtuuted Aczurmatstid Appled | ST AFUDC | AFUDC Wih No | tax Groanr | AFUDC lectrwst Equity 2oecty Grosa-| Caleulsted | Cumuisiive
Yanr Month] AFUDC AFUDC AFUDC Costy Costs AFUDC Bawe Cosly AFURC % Rals Rate Groas-up up Raln Porticn Portian wp ADIY ADIY
Deginrung Balznca as of 1/31/2504 - 1120872 110572 1120572 1120572
1987 +29.986 129,986 1.250.558 1.250.558
05 - 16,565 16,565 126742 1267423
o8 . {145,065 (1450650 1122058 1.122.068
o9 - 19,285 19,285 1141342 1.141.343
10 . 318,856 318,656 21865 318,636 147900 1479509 4.82% 445% 92r% 685% 167% 119.919 198,437 69.558 £3.558 69,558
" . 367.233 28571 71.001 71.001 1.55 000 1.551 000 [15.8 445% 927w 605% 167% 11,807 16.770 5870 5870 75427
12 14,845 381,723 14.490 18.242 16,242 1.569.242 1560202 11 2% 475% 438, 813% 6.74% 11.40% 5,001 8499 2075 2975 78.402
1698 o0 15,023 o6 120 14,397 14,397 14397 1.581.639 1583633 101N *75% 438% 2.15% & Pa% 11.49% 5,953 8444 2955 2.35% 81,358
o2 15,161 411,445 15025 15,214 15214 150885 +500853 11 W% arEs 438% ERELY 6 Ta% M A0% 6.212 8813 1085 1085 B40a2
0 15,307 428.917 15,171 15471 15,471 1,814,074 1814024 11.30% 475% 430% 9.13% a.74% 11.49% 6.273 8.859 KRR 3115 B2.55¢
o4 15,452 44183 15.318 15318 15,316 1.620.340 1EZ9M0  11.39% 475% 438% 2.10% 674% 11.40% 6,331 8.954 3044 114 90701
5 15,509 452,096 15463 41692 43892 1673212 1ETA2N 113N 4% 438y, 2,18 6 ran 11.49% 6,393 2.070 3175 1175 93.87¢
o6 16019 arzror 18618 39973 33,973 1.713.208 1713206 11 20% 4715% 438% 9.13% 8.14% 1.40% 6455 ®157 3205 3205 97,081
o7 16,402 488,973 16.266 16.266 18,268 1729472 04T 11.15% 475% 4.38% 1% £.74% 11.49% 6,725 9,541 3339 3339 10420
08 16,567 06,395 16,422 18,422 16.422 1.745.804 12580 1137 475% 428, 9.13% 67a%, 1.49% 6.700 61 1371 1371 103731
09 16.715 521974 16579 18,579 16,579 1.762.473 1762473 1140% 175% 438% 2.13% aTa% 11.49% 6,855 224 3.403 1403 107,195
10 16.873 538.712 16.728 16.738 16,738 177211 1778211 1140% 4T5% 438% 2.19% 8.74% 11.48% 6.920 1436 3436 110,830
1 16954 555,610 16,898 58,680 6,630 1.835.850 1835890  11.40% 65% % 5.06% 6787 1.43% 6.872 . 3509 3.509 114,140
12 17.454 570,051 17.4d1 18,698 33,698 1,874,588 1874523 1140% 485% da1% 206% G15% A% 1.0 10.348 1622 18R 117.761
1098 01 17.863 590,853 17801 19.019 19018 1.893.607 1893607 11.40% 465% 441% 2.06% B.78% 11.43% 7.239 10,562 1687 1897 121458
02 18.044 606,074 18,921 20,002 20032 1911623 11362 1148% 465% a1y 9,06% 6.78% 1.43% 7.369 10,752 1763 1763 125221
03 13.235 &7t.297 18,323 19.679 19,572 1933218 TOIITIB 1149% 465% 441% 2.08% 8.78% 1.43% 7451 10,872 3605 3806 129.026
] 184371 45,808 18511 21,938 21,938 1.956.165 1855155 1149% 485% 441% 205% 6.78% 11.43% 7.528 10.983 J84d 1844 132,871
o5 18,630 064,528 18,721 £5,506 £€5.506 2070861 7020661 11.49% 465% sy 9,06% 6.78% 11.43% 7.613 11,108 1008 3088 136,758
08 19.255 8B3.B76 19348 22.269 22269 2042930 2042030 1149% 465% da1% 9.06% 6.78% 1.43% 7.863 11.480 apis apis 140776
o7 19.487 703437 19,581 20.511 20511 2081441 206441 1149 485% 441% 208% 6.78% 1.43% 7.935 11.608 4082 4.062 144,838
] 19,862 723195 19,757 27 az2ran 2290562 1290567 T1.49% 465% a1 2.06% 6.78% H.43% 8.035 11.723 4403 4a0) 148,941
o] 21826 745,127 71902 27.400 27403 2317965 27065 T149% 4E5% 441% 2.06% 678% 1.43% 8.919 13,013 4555 4.555 153.496
10 22.088 7E7.321 72185 319.666 310666 2637631 2637601 114p% 485% 441% 2.08% 8.78% 11.43% 9,026 13,169 4609 4.809 158,105
11 25134 792577 25.255 27.918 27918 2.665.543 2665540 1149% 485% 441% 905% 6.78% 11.43% 10,270 14,985 5245 5245 163,350
12 25,400 813.099 25523 08,103 408,123 3071652 307TIESZ  1149% ES% 441% 9.06% 6.78% 1.43% 10,379 15.144 5300 $.300 168.650
2000 o1 29.208 847,528 29430 sy /N7 3109569 3I00563  1149% 465% 441% 9.06% 874% 11.43% 11,9868 17.462 811z 8112 174,762
oz 29,631 877.303 29.774 140,992 140,952 3250.551 350561 1149% 485% 441% 9.06% 6.78% 11.43% 12,108 17.666 8.183 6.183 18045
o3 0.974 908.478 ETRF2 54 632 2532 2.305.193 3305193 T149% 4€5% 441% 9.06% a.78% 1.43% 12657 18.467 8483 6463 187409
o 31.495 840,075 ILBAT 45.218 +5.238 2350431 335043 11.40% 455% 441y 9.06% 8.78% 1149% 12.870 18.778 8572 8572 153,981
) 21,926 072.155 12,080 103,797 103,737 3.454.168 TASAIEE  11.49% 485% (XA 2.05% 6.78% 11.43% 13,046 19,035 6652 B.£62 200,843
6 12914 1,005,229 32074 4082 49082 1504051 ISMOST  T14D% 465% 441% 9.06% 678% 14% 13,450 18,624 €868 5.868 207.512
o7 32390 1.038.75¢ 33525 120.238 120238 1624288 35288 114B% 465% A% 9.06% 8.78% 11.43% 13633 19,692 8,962 £.962 2444
08 34,515 1073457 34703 w0 730 1669019 AEEINID  11.49% 485% aar 2.05% 8.70% 11 43% 14,112 20590 7207 2207 221.680
] 4,962 1,108,588 ELRET 16,196 36.196 1705214 3705214 A% 465% 678% 11.43% 14,286 20,845 7.2% 7.29% 220.976
10 13,005 1,141,531 az.943 a7 FTRTES 1.742.661 3742661 1067% 432% 6.37% 10.69% 13,314 19.629 8870 8470 235846
11 3338 1,174,807 33278 59,851 s3.881 1.802.542 ABEZ5T  1DET% 437% 8.37% 10.65% 13,448 10,628 8.940 B.540 242.765
12 38z 1.208.615 32808 184220 184220 3.985.762 2985762 106T% 432% 6.37% 10.69% 13,662 0145 7.051 7051 245.837
2001 o0 35513 1.244.067 35446 51,563 4028325 4538325 10.67% 437% 6.37% 10.69% 14325 202 7.332 739 257229
0z 35572 1,279,966 35.905 86.632 4.124.957 414057 106TH 437% 637% 10.65% 145 21394 7488 7.488 264,117
03 36144 1.318.841 16.675 62,951 4.185.908 4188808 f08r% 432% 6.37% 10.69% 14,822 21.853 7643 7.649 272,385
[ 37,314 1.353.885 37.244 45526 4204 43 4234434 0.6T% 432% 637% 10.69% 15.052 22192 7.767 1.767 280003
o5 7719 1.391 533 37.648 41310 4275748 4275744 106T% 437% 8.37% 10.69% 15215 22433 7.852 7852 287,984
g 1.420 549 8016 42127 AT ETY 4311811 10.67% %7, 3 8.37% 10.69% 15,364 22,652 7.928 7.928 295012
o7 1.467,93% 38,330 #8076 4.405.940 A405948 06T £37% 6.37% 10.69% 15.515 22875 8.008 8.006 303919
04 1,507,112 18173 33173 48512 AUSIZ2 06TH 4.32% 637% 10.60% 15,032 23,342 8170 8170 112,088
] 1.546.634 29,522 41,470 4486202 4486292 10.67% 4327% 6.37% 10.69% 15,972 23,549 8247 8.242 203
10 1,586 521 39,888 (233.054) 4253237 4253237 106T% £37% 637% 10.69% 16120 23,767 8318 8318 328,649
1 1624337 37.816 47593 4.301.2% aNZI0 106T% 432% 8.37% 1065% 15,263 22,533 7.887 2.887 336,536
12 1.862.579 18.242 39.004 4340234 4340234 196T% 4% 8.37% 10.69% 15,455 22.787 7975 7875 344,51
002 of 1,701.168 18,583 S0.A%3 4,381,067 4331067 106TH - 432% 6.37% 10.69% 15.596 22,993 B.048 8.048 352.559
02 1,740,120 18,952 40.266 4421973 19.6T% 4% 637% 10.69% 15.742 23216 8124 8124 360682
0 1.781 465 41345 44,240 4466173 44E63T)  11.22% 437% 7.00% 11.32% 15,778 25.569 10.250 10.250 kIARE"]
04 1.823.224 41159 52,254 4518477 4518427 N.2% 4I32% T.00% 11.32% 15.034 25,825 10.555 10.555 381.656
05 1.865.471 2247 41824 4500251 4550251 11.22% £32% T.00% 1132% 16121 26,127 10678 10,678 392,364
08 1,908,082 42810 81344 4641595 4641585 1121% £32% T0C% 11.32% 16.259 26,351 10.770 10.770 403134
o7 1851452 42371 4p.276 4.690.831 4E0B3 112N 3% 7.00% 1.32% 16.549 26,822 10.962 10.962 414.006
0 1.995.166 e 58458 474928 743328 11.18% 4% T.00% 1132% 16.680 27.04 11,049 11.049 428,148
) 2039426 44,259 a1287 4.790.585 4730585 11.18% 432% 7.00% 11.32% 16.888 7.3 11,186 11.188 436,331
0 2,084,008 44672 LI Ap4025  11.19% A% T.00% 1.32% 17.048 27.828 11,201 11,201 782
" 212917 45219 45219 4B44TE T119% 432% T.00% 1A% 17,255 27,965 11429 11.429 453.051
2 2474958 45,841 45841 A0 1119% £32% T.00% 11.32% 17.416 28,225 11,535 11,535 470.586
2003 o1 2221025 46,067 44,004 4984120 11.19% 3% T.00% 1% 17.518 28.489 11,642 11,643 482,210
oz 2,267,502 warr 4647 5030600 11.19% 432% T00% 11.32% 17,74 28,742 11747 T 493,976
03 2314412 46910 57,895 5088584  11.19% 432% T.06% 12% 17.900 25.010 11,858 11.856 505,832
o4 2,361,863 47451 47451 5136045 11.19% -32% 1.00% 11.32% 15.106 20345 11,993 11503 317826
o5 2403757 47.804 47.80 3189938  1L19% LE?: % 7.00% 132% 18275 20619 12,105 12,105 52991
6 2.458,097 4.0 48,340 5212279 MA9% 3% T 00% 1.32% 18445 29.895 12218 12218 542,149
o7 2,508,883 £8.701 46.106 52783E5  11.19% 43% T.06% 11.32% 18,617 30,174 12332 12,332 554,481
oB 2,556,109 g2 52.145 53130 11.19% s 7.00% 122% 18,762 30439 12,440 T2.440 66.921
29 2605822 49713 0.3 5380843 11.19% 432% T00% 1.32% 18.069 30.744 12,565 12.565 5r9.486
10 2655998 50.178 107.9M S4EBBI 11.19% 3% T.00% 11.2% 19,146 31,030 12,682 12.652 502.168
1 2.707.182 £1.183 56.758 5.545572 SS45577  1L19% 3% 7.00% 11.32% 19,590 31583 12,908 12.3%8 605.104
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Tax Reta
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15 0%
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35 00%
25 00%
500%
35 00%
35 00%
35 00%
35 00%
35 00%
3500%
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35.00%
IE00%
35 00%
35 00%
5 00%
15.00%
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Giste Tax|

Ratr  [Camponlin
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AFDC per Filed Rates AFDC incl, STD AFDC incl. 6 Month Compounding
Monthty
AFDC AFDC AFDC
Actual Balance Rate w/o AFDC wio Actual Batance Rate wlo AFDC wio Actual Balance Rate wio AFDC wio
Construction Account Amount Accuring Equity Equity Account Amount Accuring Equity Equity Account Amount Accuring Equity Equity
Expenditures Balance Surcharged AFDC Gross-up Gross-up Balance Surcharged AFDC Gross-up Gross-up Balance Surcharged AFDC Gross-up Gross-up
1,141,343 1,410,441 0 1.410 441 1,410,441 0 1,410,441 1,410,441 0 1,410,441
42,424 1,463,761 0 1,463,761 9.27% 10.896 1.463,761 0 1,463,761 9.27% 10.898 1,463,519 0 1,463,519 0.76% 10.654
3.752 1,478,649 0 1,478,649 8.13% 11,137 1.478.649 0 1,478,649 9.13% 11,137 1.478,163 0 1,478,163 0.74% 10,582
0 1,489,900 0 1.489,900 8.13% 11,250 1,489.900 0 1,489,900 9.13% 11,250 1,489,164 0 1,489,164 0.74% 11,001
189 1,501,424 Q 1,501,424 9.13% 11,336 1,501,424 0 1,501,424 9.13% 11,336 1,500,435 0 1,500,435 0.74% 11,083
0 1,512,847 ] 1.512.847 913% 11,423 1,512,847 0 1,512,847 9.13% 11,423 1.511.601 0 1,51160% 0.74% 11,166
0 1,524,357 o] 1,524 357 9.13% 11,510 1,524,357 0 1,524,357 9.13% 11,510 1.522.851 0 1,522 851 0.74% 11,250
28,429 1.564,384 o 1,564,384 9.13% 11,598 1,564,384 0 1,564,384 913% 11,598 1,562,613 0 1,562,813 0.74% 11,333
24,362 1,600,649 (] 1,600,649 9.13% 11.802 1,600,649 0 1,600,649 913% 11,902 1,548,605 0 1,598,605 0.74% 11,629
0 1,612,827 v] 1,612,827 9.13% 12,1718 1,612,827 0 1,612,827 $.13% 12,178 1,610,502 0 1,610,502 0.74% 11,897
0 1,625,088 0 1,625,098 9.13% 12271 1,625,098 0 1,625,098 $.13% 12,271 1.622.487 0 1,622,487 0.74% 11,986
0 1,637,462 o] 1,637 462 9.13% 12.364 1,637 462 0 1,637,462 913% 12,364 1.634 562 0 1,634,562 0.74% 12,075
0 1.649.920 0 1,649,920 9.13% 12458 1,649,920 0 1,649,920 9.13% 12458 1,648,727 0 1,646,727 0.74% 12,165
39,782 1,702,159 ¢] 1,702,159 9.06% 12,457 1,702,159 0 1,702,159 9.06% 12,457 1,698,672 0 1,608,672 0.74% 12,163
21,257 1,736,267 0 1,736,267 9.06% 12.851 1,736,267 0 1,736,267 9 06% 12.851 1,732475 0 1,732,475 0.74% 12,547
1,218 1,750,593 0 1,750,593 9.06% 13,109 1,750,593 0 1,750,593 9.06% 13,109 1,746 490 s} 1,746,490 0.74% 12,797
1,911 1,765,721 4] 1,765,721 9.06% 13217 1,765,715 0 1.765,715 9.06% 13.2114 1,761,265 1} 1,761,295 0.74% 12,895
1,256 1,780,209 Q 1,780,309 9.06% 13,331 1,780,250 0 1,780,250 9.02% 13,278 1,775,510 0 1775510 0.74% 12,959
3,426 1,797 176 Q 1,797,176 9.06% 13,441 1,797,075 0 1,797,075 9.03% 13,400 1,792,011 1} 1,792,011 0.74% 13,075
46,786 1,857,530 0 1,857,530 9.06% 13.569 1,857,420 o] 1,857,420 9.05% 13,559 1.852.025 0 +.852,025 0.74% 13,228
294 1,874,476 0 1,874,476 9.06% 14,024 1874294 0 1,874,294 9.01% 13,953 1,868,558 0 1,868,558 0.73% 13,612
950 1.889.578 0 1,889,578 9.06% 14,152 1,889,337 0 1.889,337 5.02% 14,093 1,883,255 0 1,883,255 0.74% 13,747
207,363 2,111,207 0 2,111,207 9.06% 14,266 2,110,918 0 2,110,918 9.03% 14,218 2,104,484 0 2,104 484 0.74% 13.866
5471 2,132 618 ] 2,132,618 9.06% 15,940 2,132,257 ] 2,132,257 9.02% 15,868 2,125,433 0 2,125,433 0.74% 15,478
297,472 2,445,191 0 2.446.191 9.06% 16,101 2,445,789 0 2,445,789 9.04% 16.060 2,438,567 0 2,438,567 0.74% 15,663
2,663 2,467,322 0 2.467.322 9.06% 18,469 2,466,918 [¢] 2,466,918 9.06% 18,466 2.459.243 0 2,459,243 G.74% 18,012
382,580 2,868,531 0 2,868,531 9.06% 18,628 2,668,108 [t} 2,868,106 9.05% 18.608 2,859,971 0 2,859,971 0.74% 18,148
6,486 2,896,675 0 2,896 675 9.06% 21,657 2.896.117 0 2,896,117 9.01% 21,524 2,887,458 4] 2.887.458 0.73% “21,00
111,218 3,029,763 0 3,029,763 9.06% 21.870 3,029,200 0 3,029.200 9.06% 21,866 3,020,003 4] 3.020.003 0.74% 21,328
23,508 3.076,145 0 3,076,145 9.06% 22,875 3.075579 0 3,075,579 9.06% 22,870 3,065,818 4] 3.065,818 0.74% 22,307
13,591 3,112,961 0 3.112.961 9.06% 23,225 3,112,391 o 3,112,391 9.06% 23,221 3,102,054 0 3,102,054 0.74% 22,645
71.657 3208121 0 320812t 9.06% 23,503 3,207,546 o 3,207,546 9.06% 23,498 3,196,624 0 3,196,624 0.74% 22,913
16,809 3,249,151 0 3,249,151 9.06% 24,221 3,248.5M1 s} 3,248,571 9.06% 2.7 3,237,044 4] 3,237.044 0.74% 23,611
86,712 3,360,394 [« 3,360,354 9.06% 24,511 3,359,810 o 3,359,810 9.06% 24 527 3,347,666 4] 3,347 666 0.74% 23,910
10.028 3,395,793 1] 3.395.793 9.06% 25,371 3,395,205 o} 3,395,205 9.08% 25,367 3382421 1] 3.382,421 0.74% 24,727
1.065 3,422,496 o 3422496 9.06% 25,638 3,421,903 0 3,421,903 9.06% 25,634 3,408,469 o) 3.408 469 0.74% 24,984
4,504 3.451,129 o] 3451,129 B.46% 24,129 3,450,532 0 3,450,532 8.46% 24,124 3.436,515 o 3,436,515 0.69% 23,542
26,605 3,502,064 0 3,502,064 B.46% 24,330 3.501,463 0 3,501,463 B.46% 24,326 3,486,855 Q 3,496 855 0.69% 23,736
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| Jan-00 |

Notes Payable
lL.ong-Term Debt
Common Equity
TOTAL

Totat DIP
Notes Payable
Rate of Return

$ Amount
10,000
281,278
266,034
557,312

%
1.8%
98.2%

% of Capital
1.8%

50.5%
47.7%
100.0%

Cost Rate
6.03%
9.06%

AFDC Rate

Weighted
Cost

0.11%

8.90%

9.01%







United Waterworks

Shart Term Debt 3
Days In ghted Avg ighted thiy int Welghted Avg ~ Weighted  Totalinton
Month Month  Loan Amount Avg Int Rate Pald Year # days Loan Amount  Avg Int Rata /T debt
Jan-89 EX 50 0.00000% $ -
Feb-99 28 §535.74 516000% § 2150
Mar-9% 3 $4,967,792 5.16026% $ 22074
Apr-99 o $3.866,667 5.17000% $ 16,659
May-3% 3 $825,806 5.12000% § 3641
Jun-89 30 $6.383.333 5.13417% § 27311
Ju-89 3 $5.003,226 557120% § 2784
Aug-99 n $4,464,516 5.40410% $§ 20776
Sep-99 30 $6.316.667 5.60206% $ 29.489
Oct-09 N $3.522.581 570000% § 17.290
Nov-89 a0 $e 0.00000% § -
Doc-09 kAl $1.500.000 5$.93000% §  7.660
1999 85 s 3,193,425 5.47655% $ 174,850
Jan-00 3 $10,000,000 6.03000% § 51925
Fob-00 29 Ll 0.00000% § -
Mar-C0 k1l 30 0.00000% $ -
Apr00 30 $0 0.00000% § -
May-0¢ H 50 0.00000% § -
Jun-00 a0 $0 0.00000% $ -
Jul-00 un $o 0.00000% $ -
Aug-00 kal ¢ 0.00000% § -
Sep-00 0 ¢ 0.00000% $ -
Qet-00 3 $o 0,00000% $ -
Nov-00 0 50 0.00000% § -
Dac-00 3] $c 0.00000% § -
2000 366 $ 846,935 6.43050% % 51825
There were no short term debt from February 2000 through April 2005
Jan-05 k)| ¢ 0.00000% $ - .
Feb-05 2 $0 0.00000% § - ‘
Mar-05 k)l 30 0.00000% § - *
Apr-05 30 $0 0.00000% $ - *
May05 H $1.280.323 350000% S Jees ¢
Jun-05 30 $10,100,000 15073% § 20549 *
Ju-0s AN $13,000,000 3.76935% § 42196 -
Aug-05 k1] 413,096,774 3.95788% $ 44,636 °
Sep5 -’ $16.150.000 415872% $ 55969 °
Oct-05 3 319,773,194 4.35889% § T42ZZ2 ¢
Nov-05 30 $12,900,000 4.40775% § 47383 -
Dec-05 31 $10.000.000 4.70226% $ 40492 *
2005 365 5 8,072,603 4.19117% $ 338336
Jan-06 Eal $10,064,516 4.74558% 3 41,128 ¢
Feb-06 28 $12,071,429 5.01085% $ 47046 *
Mar-06 3t $14,161,290 504220% $ 61487 °
Aprid§ ac $18,100.000 5.30077% $ 79953 *
May-06 3t $22,032.258 5.41960% $ 102822 *
Jun36 36 $23,233,333 §5.54812% 3 107418 -
Jul-06 31 $30.532.258 §77554% § 1518458 *
Aug6 N $35,541.935 587179% $ 179710 *
Sep-06 30 $37.100,000 §.82447% $ 180073 *
Qct-08 I $40,912.903 5.75566% $ 202,775 "
Mov-06 3o $29,183,333 574052% § 139606 *
Dec-06 k3] $27,154,5839 577681% $ 13508 °
2006 365 3 25082877 569464% § 1,428,048
Jan-0T 3] $40,009.677 574951% § 194,593 °
Feb-07 28 $28,300,000 570973% $ 98033 *
Mar-07 fal $22.622.50 5.72800% $ 107352 *
Apr07 0 $29,800,000 5.70982% § 143,784 "
May-07 k1l $51,477.419 5.71112% § 253,161 *
Jun-07 30 $27,266,667 5.73360% § 130,280
Ju0t N $33,800,000 574519% § t67.217
Aug-07 N $34,703,226 5.74902% $ 156048 °
Sep-07 30 $29,300,000 5.83070% $ 142857 *
Oct-07 31 434,354,839 571976% $ 189210 *
RovD7 30 $50,266,667 5.28481% $ 221,815 *
Dec-07 AN $32,532,258 5.26002% $ 147,354 *
2007 365 $ 34344932 5.62212% $ 1,930,913
Jan08 3 337.758.065 5.25034% § 167.276 *
Feb-08 2% $45,568,966 263309% § 135200 *
Mar-08 3 $47,741.935 3.55640% S 146208 °
Apr08 as $50,083,333 A3513% $ 138381 ¢
May-08 3t $52,500,000 219003% § 144218 ¢
Jun08 30 $52,350,000 30zt § 140 ¢
Jul-08 3 350,935,484 3.11373% § 138572 ¢
Aug-08 n $48,903.226 J16743% § 128125 *
Sep-08 3 $48 266 667 3.16217% % 127189 *
Qct-08 3 $36,516,129 348131% § 109468 *
Nov-08 0 $34,583.233 3.20916% § 94782
Oec-08 kil $37,435.484 1.92669% § 62,109 °
2008 366 : 1 45,206,284 3.35999% % 1,518,926
Jan09 kil $35,790,323 092117% § 28,390 * -
Feb-09 b $40,071,429 1.56335% § 48724 *
Mar-09 n $41.000.000 1.56376% § 55209 °*
Apr-09 30 $41,200,000 1.67626% § 57,55t °
May-09 n $47,193,548 1.38870% $ 56,435 *
Jun-Dg 30 $48,833,333 127098% § s1yz2 -
Jur)9 k1 $44,000,000 1.40822% $ 53.242
Aug-09 31 $44,096.774 137507% § 52115
Sep09 3b $44,833,333 1.24855% $ 46647 "
Octd9 31 $49.806,452 1.15756% $  49.647
Nov-09 30 $46,750,000 1.16742% § 45481 *
Dec09 k1l $44 854,829 1.15741% $ 44705 °
2009 365 $ 44053425 1.33921% § 589.969
Jan-1Q 3 $23,951,613 1.21886% $ 25139

15.000,000.00
154,000.000.00
116,000,000.00

25,600,000.00
191,500.000.00
179,900.000.00
138,400,000 00
189,500.000.00
109,200,000.00

46,500,000.00

310,000,000.00

40,000,000.00
303,000.000.00
403,000,000.00
406.,000,000.00
484,500,000.00
613,000,000 .00
387,000,000.00
310,000,000.00

312.000,000.00
338,000,000.00
439,000,000.00
543,000,000.00
683,000,000.00
£97.000.000.00
046,500,000.00
1,101,800,000.00
1,113,000,000.00
1.268.300.000.00
875.500,000.00
841,800,000.00

1,240,300.000.00
792,400,000.00
701,300,000.00
£94,000,000.00
1,595,800.000.00
818,000,000.00
1,047,800,000.00
£82,800,000.00
879,000,000.00
1,085,000.000.00
1,511,000,000.00
1,008,500.000.60

1,170,500,000.00
1.321.500.000.00
1.480.000.000 00
1,502,500,000.00
1,627,500,000.00
1,570,500,000.00
1,579,000,000.00
1,516,000,000.00
1,448,000,000.00
1,132.000.900.00
1,037.,500.000.00
1,160,500,000.00

1,109,500,000.60
1,122,000,000.00
1,271,000,600.00
1,236,000,000.00
1,463,000,000.00
1,465,060.000.00
1,364,000,000.00
1,367.000,000,00
1,346,000,000.00
1,544,000,000.00
1,402,500,000.00
1,390,500,000.00

742,500.,000.00







[ Deco09 Nov-09 [ Gotos [Sep0o
$ Amount % of Capital $ Amouny % of Capital $ Amount % of Capital $Amaunt % of Capital
Notes Payable #OIV/O! MNotes Payable 48,750 88% Notas Payable 49,808 1.2% Notas Payabla 44,833 6.6%
Long-Term Debt EDIVIDY Long-Term Debt 292 440 42.7% Long-Term Dabt 292,515 426% Long-Terrm Dabt 232,515 42.9%
Commen Equity HONWIG! Common Equity 345189 50.4% Common Equity 344,753 50.2% Carnmon Equlty 343,806 50.5% L
TOTAL H#DIW/IQ! TOTAL £64,389 100.0% TOTAL 687,074 100.0% TOTAL 681.254 100.0%
Waighted Waighted Weighted Waighted
Total DIF % Caost Rate Cost Total DIP % Cost Rate Cost Total DIP % Cost Rats. Cost Tatal DIP % Cost Rata Cost
Nates Payable #DIv/0! 0.00% #Dv/O! MNotes Payable 6.8% 117% 0.08% Notes Payable 7T2% 1.16% 0.08% Notes Payabla 6.6% 1.25% 0.08%
Rate of Return HDIVIO! HDIVIO! Rate of Roturn 93.2% 8.10% 7.55%) Rata of Retum 92.8% 8.10% 7.51% Rats of Retum 93.4% 8.10% 7.57%
AFDC Rate #DIVIO! | AFCC Rate 763% AFDC Rata 7.60% AFDC Rata 7.65%)|
Aug-03 Jul-09 Jun-09 May-C¢
$ Amount % of Capital £ Amount % of Capital § Amount % of Capital $Amount % of Capital
Notes Payable 44,097 6.4% Notes Payabla 44,000 6.4% Notes Payable 48,033 T1% Notes Payabla 47,194 T.0%
Long-Term Debt 292,830 42.7% Leng-Tarm Dabt 292,895 42.9% Long-Term Debt 283,015 428% Long-Tarm Dabt 293,295 43.8%
Common Equity 349,527 S09% Common Equity 345,960 50.7% Common Equity 342,107 50.0% rnn_..._Bna Equity 329.221 49.2%
TOTAL 686,454 100.0% TOTAL 682,855 100.0% TOTAL 683,955 100.0% TOTAL 669,710 100.0%
Waightad Welghted Weighted Walghted
Taotal DiP % Cost Rate Cost Total DIP % Cost Rate Caost | Total DIP % Cost Rate Cost Total DiF % Cast Rats Cost
Notes Payable 6.4% 1.38% 0.09% Motes Payable 5.4% 1.41% 0.09%)| Notes Payabla 74% 1.27% 0.09% MNotes Payablo 7.0% 1.39% 0.10%
Rate of Retum 936% 8.10% 7.98% Rata of Return 93.6% 8.16% 7.58%| Rate of Retum 92.9% 8.10% 7.52% Rate of Return 93.0% 8.10% 7.53%
AFDC Rata 7.67%] AFDC Rata 7.67% AFDC Rate 1.81%] AFDC Rata 7.63%)
| Apr-09 ] Mar-09 Fab-09 Jan-09
$ Amount % of Capilal § Amount % of Capital 5 Amnount % of Capltat $ Amount % of Capltal
Notes Payabla 41,200 6.2% Notes Payable 41,000 6.2% Notes Payablg 40,071 6.1% Notes Payable 35,790 5.5%
Leng-Term Debt 293,400 44.3% Long-Term Debt 293,675 44.4% Long-Term Oebt 293,770 44.5% Long-Term Cabt 293,925 44.8%
Comman Equlty 327 246 49.4% Common Eguity 326,639 494% Commeon Equity 326,683 49.5% Common Equity 326,566 49.8%
TGTAL 661,846 100.0% TOTAL 661,314 100.0% TOTAL 660,524 100.0% TOTAL 656,281 100.0%
Waighted Walghted Weighted Weighted
Total DIP % Cost Rate Cost Total DIP % Cost Rate Cost | Total DIP % Cost Rate Cost Tetal DIP % Cost Ratg Cost
Naotes Payabla 8.2% 1.68% 0.10%; MNotes Payable 6.2% 1.56% 0.10% Notes Payable 6.1% 1.56% 0.09%| Notes Payable 5.5% 0.92% 0.05%|
Rate of Return 918% 8.10% 7.60%)| Rate of Retumn $3.8% 8-10% 7.60% Rate of Retumn 93.9% 8.10% 781% Rats of Return 94.5% 8.10% 7.66%
AFDC Rate T.70%]| AFDC Rate 7 .69%| AFCC Rate 7.70% AFOC Rata 7.71%)|







_.ﬁms |18y D04V oied DO Yokl L °iey 3047 bl L ojed D0JY
%65 4 %0k %L'E6 WaY J0 TEH %048 %UYZ6 Ry JO S8y [z %018 %426 winjay jo eey e %019 %816 wmEy 0 Biey
%EE0 %ITG %Eg aeied SaoN %BY°E wo'L aigeieg $HON %620 %O5E %L aiqRARd STON %LIZ0 %ILE %TE sigEieg 590N
B0 20 1500 o o0 0L aey 1500 o I €101 L5 B18y 1507 % did @oL 1500 Y 1507} % dI Foy
PaWBEM pap G, paSiem
% 86 609565 TW1OL %0004 00E'E0Y TWLOL %0001 S¥l'L09 TYLOL %0001 ZEZ'0L9 TYL0),
%205 980 E0E Rinba uownso)) %L 05 0¥6'20€ b3 Cowwo?y %Z 0% BISHOE KyrBig utnLoy %005 ¥OL'G0E RNbT UBwwoD
%ZTy SRLVET weg) uud L -Buot %REZV¥ SBL'PSZ iqeg uweL-Buey %02y 58252 19 wuay Buo] % L [4-79% 1 198Q uws-6uoy
%ED acLIe oigehed saloN %0L 695'Gy oigeAed SHEN %62 ori'iy elgefed sajoN %28 EBO'0S eiqeded sH10N|
EED0 % Wnouy § Faden jo % Junouy §_ Pudey 0% Whowy § [Edey o % nobv §
ao-uer 80-q94 _ GO-7el i s0~1dy
W89 L BjEY DOdY %ED'L iEy D04V %02L aled 003V %zl L WEY DadY
%I %018 %516 twiey o sy, WEV L %018 %16 winey jo wey %5¥ L %018 %16 Wey 0 BiEH %8y L %019 %ET6 wimey jo ajoy
%iZC %B1E %G8 o|qeiRy SAIN %SZ 0 %10°E %ED ojgefed s8iON %GE 0 %hLLE b8 amqeAed sajoN %#E 0 %L1 T %l L o|qeAB §BION
1500 aiey 1500 % dig oy 1500 oy 1500 % JI 19 1500 91EY 150D % dig 1mol 1500 TR % ElL T
powBEm pewBiom pawBiaan poiubem
%0°004 042’519 IV10L %000} ¥56'629 V10U %0°004 126'2€9 TYLOL %0001 0S1'PES TLOL
%108 DZ0'BDE LR ETTT ) KELS EB0ECE AIAbT uoumios %It§ 0 LZE CRERCTES %Z TS LI6OEE LT )
R AT 052've2 1590 uwo L -Buo Hror SES'¥SE 1990 uuoj-Buo %Z0or Lo geq wa)-Buary %oy 0.2'¥SZ 1980 uue) Suo
%58 005'Z5 ojgefnd sa10N HEB 05628 siqeing sejoN) %10 S£6'05 BIquAe SRION %Ll £06'8Y o(qeAng sejoN
Fudtg 0% mmoay § FudT) 0 % wnowy § ides 0% Whouy S mdTs 0 % wnouny §
B0-FER [ eowiy | [_8ont 8o-bny
%277 BjEd 004V %D L 1By DAY Wb L [EEERIT [%siz [EEERE
[WB¥Z - %0+@ %£'Z8 wrgey Jo siey S L %018 %EBE wrey jo aey %099°L %018 %9¥6 wnjey Jo eiey %L %018 %E S wney jo ey
%rZ'0 %93 °E %ld sigeieg saloN %02 0 %BF E %d'9 oiqeded &0 %810 %62 € %G oiqeded soN %110 HEG L %LG oigeied SajON
[E:5) 9oy 1500 % dig XL 1500 N 60D % did o) 10 BiEY 1500 % 410 oL 1500 GIEY 1500 % dig gL
paudiam pambiam peiyBiapm poBom
- %000} 446'429 TVLOL %0001 BPL'6E9 TVLOL %000} 889'8EY TAOL %0001 g£L459 TWLOL
15 SFESZE Funb3 uowwe) ET 16E 828 Rinb3 uouiuio)) WLLG 056 6ZE Rnb3 uolaioD LT 9¥Z BZE L EYT
%5 0¥ S9Z'¥5T o0 wue LTy %&2P SPTHLT 199Q uue ) -Buo WEZh [N T 199 wiey-fuay %l WY £50'V6Z 1980 uuoy-tua
Yol 4928y vigehay saoN %t'§ 916'8¢ ejquAeg saION %S £86'pE aeAed SII0N %L SERIE algeind 20N
Edeg 0% wnouy § (CIde5 0 % junowy § @idegjo % Wnouy § Fuden o 9y ionoun §
[Eodes | {soPo [ e0mon | [Ceoeeg T







Dec07 _ _ Nov-07_| Oct-07 - _ Sep-07
$ Amount % of Capital $ Amount % of Capital $ Amount % of Capital $ Amount % of Capital
Notes Payable 32,532 5.5% Notes Payable 50,367 8.2% Notes Payable 34,355 61% Notes Payablo 29,300 52%
Long-Term Dabt 264,785 43.2% Long-Term Dabt 259,790 42.1% Long-Tarm Debt 229,790 40.6% Long-Term Debt 229,795 40.8%
Common Equity 302,847 51.3% Common Equity 307,053 49.7% Common Equity 302,275 §3.4% Common Equlity 303,713 54.0%
TOTAL 500,164 100.0% TOFAL 617,210 100.0% TOTAL 566,420 1000% TOTAL 562,808 100.0% o
‘Weighted Weightad Weighied Waeighted
Total DIF % Cost Rate Cost Total DIP % Cost Rate Cost Total DIP % Cast Rate Cost Totad DIP % Cost Rate
Notes Payable 5.5% 5.26% 0.29% Notes Payable 8.2% 5.28% 0.43% MNotes Payable B1% 5.72% 0.35% Notos Payable 5.2% 5.85%
Rate of Return 94.5% 8.10% 7.65% Rate of Raturn 91.8% B8.10% 7.44%| Rate of Retum 93.9% B8.10% 7.61%)| Rata of Roturn 94 8% 8.10%
AFDC Rata 7.94% AFDC Rata T H7%] AFDC Rate 7.96%; AFDC Rata
>:m.c..‘ _ _ Jui-07 _ Jun-07 _ _ May-07 —
$ Amount % of Capilal $ Amount % of Capital § Amount % of Capilal $ Amount % of Capital
Notes Payable 31,702 5.6% Notes Payable 33,800 6.0% Notes Payable 27,287 49% MNotes Payable 51477 8.5%
Long-Term Debt - 231,795 407% Lang-Term Cebt 231,795 40.9% Long-Tarm Debt 231,795 416% Long-Term Dabt 232,045 39.6%
Comman Equity 305,445 537% Commen Equity 01,671 53.2% Commen Equity 298073 535% Comman Equity 301,997 51.6%
TOTAL 565,943 100.0% TOTAL 567,266 100.0% TOTAL 557,135 100.0% TOTAL 585,519 100.0%
Waeighted Waightad Weighted Weighted
[ Total DIP % Cost Rate Cost Total DiP % Cost Rate Cost Totat DIP Y Cost Rate Cost Total DIP % Cost Rate Cost
Notes Payable 5.6% 575% C.312% Notes Payable 6.0% 5.75% 0.34%, Notes Payable 4.9% 5.73% 0.28%| Notas Payable 8.8% 571% 0.50%
Rate of Ratum 04.4% 810% 7.65%| Rata of Retum 94.0% 8.10% 762% Rata of Returm 95.1% 8.10% 7.70% Rate of Raturn 91.2% 8.10% 7.39%
AFDC Rate 7.97% AFDC Rata 1.96% AFDC Rate 7.98% AFDC Rate 7.89%
Aprd7 _ Mar-07 Feb-07 Jan-0T
§ Amount % of Capltal $ Amount % of Capltal $ Amount % of Capital h $ Amount % of Capital
Notes Payable 29,800 56% Notes Payable 22,623 4.3% Notes Payable 28,300 8.3% Notes Payable 40,010 T.7%
Long-Tarm Dabt 229,795 43.1% Long-Term Debt 229,795 437% Long-Term Debt 229,795 433% Long-Term Dabt 204,695 39.5%
Comman Equity 273,558 51.3% Comman Equity 273.132 52.0% Commen Equity 273,120 51.4% Common Equity 273,004 S52.7%
TOTAL 533,153 100.0% TOTAL 525.550 100.0% TOTAL 531,215 100.0% TOTAL 517.709 100.0%
Weighted Weighted Waighted Weighted
Total DIP % Cost Ratg Cost Total DIP % Cost Rate Cost Total DIP % Cost Rate Cost Total DIP % Cost Rata Cosl
Notes Payable 5.6% 571% 0.32% Notog Payabla 4.3% 5.73% 0.25%: MNotas Payablo 5.3% 5.7% 0.30% Notes Payable T.7% 5.75% 0.44%
Rate of Return 94 4% 8.10% 7.65% Ratg of Return 85.T% 8.10% 7.75% Rate of Return 94.7% £.10% TET% Rate of Return 92.5% 8.10% T47%
AFDC Rate 1.97% AFDC Rate B.00% AFOC Rate 7.97%] AFDC Rate 7.92%)|







Dec06_J tiov-06 m Oct-08 Sep06
$ Amount % of Capitat $ Amount % of Capilab $ Amount % of Capital $ Amourt % of Capital
Notes Payable 27.155 5.4% Notes Payabie 29,183 56% Notes Payablo 40,913 T6% Notes Payable 3700 7.2%
Long-Term Debt 204,695 40.6% 224,345 429% Long-Term Debt 224,345 41.6% Long-Term Debt 224,345 43.3%
Common Equity 272 546 54 0% 269,178 51.5% Commen Equi 270,924 50.5% Common Equity 256 870 49.6%
TOTAL 504,396 100.0% 522,705 100.0% TOTAL 536,182 100.0% TOTAL 518,415 100.0%
Waighted Weighted Waeighted Walghted
Total DIP % Caost Rate Cost Total DIP % Cost Rato Cost Total DIP % Cos! Rate Cost Totat DIP % Casl Rate Cost
Motes Payabla 5.4% 5.78% 0.31% Notes Payable 5.6% 5. 74% 0.32% Notes Payable 7.6% 5.76% 0.44%| Notes Payabie 7.2% 5.82% 0.42%
Rate of Rotum 84 6% 8.10% 7.66% Rate of Retumn 94.4% 8.10% 7.65% Ratg of Raturn 92.4% 8.10% 748%} Rata of Retum 9z.8% B.10% 7.52%
AFDC Rate 7.97%)| AFOC Rate 7.97% AFDC Rate 7.92% AFDC Rate 7.04%
Aug-06 [Juios_j [ Jun0s | gmm.om _
§ Amount % of Capital $ Amount % of Capital §$ Amount % of Capital $ Amount % of Capitat
MNotas Payable 35,542 6.9% MNotes Payable 30,532 60% Notes Payzble 23,233 4.7% Notas Payable 22,032 4.4%
Long-Term Debt 224,345 43.6% Long-Term Debt 224,345 44.1% Long-Term Debt 224,345 45.1% Lang-Term Debt 224,355 45.1%
Common Equity 254,388 49.5% ‘Common Equity 253,792 49.9% Common Equity 250,208 50.3% Common Equity - _ 251,486 50.5%
TOTAL 514,275 160.0% [TOTAL 508,669 100.0% TOTAL 497,786 100.0% TOTAL 497,873 100.0%
Weightoed Waighted Weighted Waighted
Total DIP % Cost Rate Cast Total DIP % Caost Rata Cost Total GIP % Cost Rate Cost Total DIP % Cost Rate Cast
MNotas Payable 6.9% 5.87% 0.41%| Notes Payable 6.0% 5.78% 0.35% Notes Payahls 4.7% 5.55% 0.26%) Notes Payable 4.4% 542% 0.24%)
Rate of Return 93.1% B.10% 7.54%]| Rate of Retlum 94.0% 8.10% 7.61%, Rate of Return 95.3% 8.10% 7.72% Rate of Return 95.6% 8.10% 7.74%)
AFDC Rate 7.95% AFDC Rate 7.96% AFDC Rate 7.98% AFDC Rate 7.98%
Apr-08 . Mar-06 Feb-06 [Tano8s
% Amount % of Capital $ Amount % of Capital $ Amount % of Capilal § Amount % of Capltal
MNatos Payabte 18,100 3.7% Notes Payabla 14,161 29% Motes Payable 12,071 25% Notes Payable 10,065 2.1%
Long-Term Dabt 224,380 45.6% Long-Term Debt | 224380 46.0% Long-Tarm Dabt 224,350 45.9% Lang-Term Dabt 224,380 46.1%
Common Equity 249,762 50.7% Comman Equity 249,420 51.1% Cemmon Equity 252,359 51.6% Common Equily 252,443 51.8%
TOTAL 492,242 100.0% TOTAL 437 961 100.0% TOTAL 458,810 100.0% [TOTAL 486,688 100.0%
Weighted Waightad Weighted Weighted
Total DIF o Cost Rate Gost Total DIP % Lost Rats Cost Total OIP % Cest Rate Cost Total DIP ) Cost Rate Cast
Notes Payabie Are 5.30% 10.19%| Notes Payable 29% 5.04% 0.15% Notes Payable 2.5% 5.01% 0.12% Notes Payable 2% 4.75% 0.10%!
Rate of Retun 96.3% 6.10% 7.80% Rate of Return a71% 8.10% 7.86% Rate of Retum 47.5% £.10% 7.90% Rata of Return 97.9% 8.10% 793%
AFDC Rate §.00% AFDC Rate 8.01% AFCC Rale 8.02% AFDC Rate 8.03%
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Gross Plant Costs
AFUDC Placeholder Adjustment

Uncollected DIP Revenues
ADIT- FAS 109
2005-10 Surcharge True-ups

Total

Depreciation / Amortization
Gross Plant
AFUDC Placeholder Adjustment
Uncollected DIP Revenues

Total

Income Taxes
Book Depreciation
Book on Tax Basis (ESTIMATED)
Tax Depreciation
Excess of Tax Over Book
Deferred Income Tax
Net Taxable Income
Income Tax

*

Summary of Differences

i

R

*hirk

DIP Costs
Company
As Corrected Staff Difference
68,118,511 70,332,168 2,213,656
(2,000,000) 0 2,000,000
9,139,394 0 (9.139,394)
(1,069,114) 0 1,069,114
7?77 0 2?77
74,188,791 70,332,168 (3,856,623}
1,821,455 1,880,647 59,192
(563.479) 0 53,479
244,383 0 {244,383)
2,012,359 1,880,647 (131,712)
1,767,976 1,880,647
N/A 1,692,583
2,091,923 2,091,923
323,947 398,340
(323,947) (399,340)
0 188,065
0 65,823 65,823

gross plant costs + amount shown taken from response to IR RAV-9

Lid

reducing each surcharge by ADIT - FAS 109

***  Not yet sure how to handle Uncollected DIP Revenues in income tax calculation

Uncollected DIP Revenues still would need to be adjusted downward to reflect reduction in

Company would need to calculate the true-up required for every surcharge to correct for
over-compounding of equity gross-up component of AFUDC & to correct for not

**** Tax Basis still needs to be determined, but will equal total construction costs including AFUDC
minus the equity component of AFUDC which is not tax deductible; for this calculation,
estimated tax basis to be 90% of book basis just for illustration purposes







Staff incl. STD with

Staff incl. STD semi-annual compounding

Difference Difference
70,056,277 275,891 69,829,761 226,515

0 - 0 -

0 - 0 -

0 - 0 -

0 227 0 227

70,056,277 275,891 69,829,761 226,515
1,873,270 7,377 1,867,213 6,057

0 - 0 -

0 - 0 -
1,873,270 7,377 1,867,213 6,057
1,873,270 7,377 1,867,213 6.057
1,685,943 6,639 1,680,492 5,451

2,091,923 - 2,091,923 -

405,980 (6,639) 411,431 (5,451)

(405,980) 6,639 (411,431) 5,451
187,327 738 186,721 606
65,564 258 65,352 212
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