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3 Jo Anne Sanford, Esq.
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CERTIFICATE OF SERVICE 

I, Shannon V. Becker, President of Aqua North Carolina, Inc., mailed with sufficient 

postage or hand delivered to all affected customers the Notice to Customers issued by the North 

Carolina Utilities Commission in Docket No. W-218 Sub 526 and the Notice was mailed or hand 

delivered by the date specified in the Order. 

This I01h day of March 2020. 

By:--=-··~LL..::.-~L=·· . ~v.:c....=:J~s-....---.c...=~=~=-t--: -
Shannon V. Becker 
Aqua North Carolina, Inc. 

The above-named applicant, Shannon V. Becker, President, Aqua North Carolina, Inc. 

personally appeared before me this day and, being first duly sworn, says that the required Notice 

to Customers was mailed or hand delivered to all affected customers, as required by the 

Commission Order dated February 14, 2020, in Docket No. W-218 Sub 526. 

Witness my hand and notarial seal, this I01h day of March 2020. 

~C.~ NotaryPubli 

~~-\.o.~~ Printedo ~ ped Name 

My Commission Expires: 

(SEAL) 

> 
D. 
0 u 
..J 
~ u 
ii: 
IL 
0 
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Type Of Capital Ratios (1) Cost Rate
Weighted Cost 

Rate

Long-Term Debt 50.00% 4.25% (1) 2.13%

Common Equity 50.00% 10.10% (2) 5.05%

Total 100.00% 7.18%

Notes:

(1)
(2)

Aqua North Carolina, Inc.
Recommended Capital Structure and Cost Rates

for Ratemaking Purposes
at March 31, 2019

Company-Provided.
From page 2 of this Schedule.
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Line No. Principal Methods
Proxy Group of Six 
Water Companies

1. Discounted Cash Flow Model (DCF) (1) 8.81%

2. Risk Premium Model (RPM) (2) 10.12%

3. Capital Asset Pricing Model (CAPM) (3) 9.35%

4.
Market Models Applied to Comparable Risk, Non-Price 
Regulated Companies (4) 11.29%

5. Indicated Common Equity Cost Rate before Adjustment for 
Size Risk 9.80%

6. Size Risk Adjustment  (5) 0.20%

7. Flotation Cost Adjustment (6) 0.07%

8.
Indicated Common Equity Cost Rate after Adjustment for 
Size Risk 10.07%

9.
Recommended Common Equity Cost Rate after Adjustment 
for Size Risk 10.10%

 Notes:  (1) From Schedule DWD-3.
(2) From page 1 of Schedule DWD-4.
(3) From page 1 of Schedule DWD-5.
(4) From page 1 of Schedule DWD-7.
(5)
(6)

From Schedule DWD-8.

Aqua North Carolina, Inc.
Brief Summary of Common Equity Cost Rate

From Schedule DWD-10.
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2018 2017 2016 2015 2014
(MILLIONS OF DOLLARS)

CAPITALIZATION STATISTICS

AMOUNT OF CAPITAL EMPLOYED
     TOTAL PERMANENT CAPITAL $2,806.355 $2,520.354 $2,397.831 $2,285.766 $2,178.876
     SHORT-TERM DEBT $198.340 $212.952 $175.872 $117.184 $94.428
          TOTAL CAPITAL EMPLOYED $3,004.695 $2,733.306 $2,573.703 $2,402.950 $2,273.304

INDICATED AVERAGE CAPITAL COST RATES  (2)
     TOTAL DEBT 4.852 % 4.97 % 5.182 % 5.248 % 5.393 %
     PREFERRED STOCK 5.92 % 5.91 % 5.91 % 5.91 % 5.67 %

CAPITAL STRUCTURE RATIOS
     BASED ON TOTAL PERMANENT CAPITAL:
          LONG-TERM DEBT 45.14 % 43.47 % 44.03 % 44.81 % 44.08 % 44.31 %
          PREFERRED STOCK 0.11 0.12 0.13 0.13 0.14 0.12
          COMMON EQUITY 54.75 56.41 55.84 55.06 55.78 55.57
               TOTAL 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

     BASED ON TOTAL CAPITAL:
          TOTAL DEBT, INCLUDING SHORT-TERM 48.62 % 47.48 % 46.82 % 46.30 % 46.28 % 47.10 %
          PREFERRED STOCK 0.10 0.11 0.12 0.13 0.14 0.12
          COMMON EQUITY 51.28 52.41 53.06 53.57 53.58 52.78
               TOTAL 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

FINANCIAL STATISTICS

FINANCIAL RATIOS - MARKET BASED
     EARNINGS / PRICE RATIO 3.56 % 3.46 % 3.73 % 4.55 % 4.84 % 4.03 %
     MARKET / AVERAGE BOOK RATIO 307.51 303.79 271.29 219.78 202.93 261.06
     DIVIDEND YIELD 2.05 2.06 2.31 2.83 3.00 2.45
     DIVIDEND PAYOUT RATIO 57.39 59.63 61.35 61.54 61.49 60.28

RATE OF RETURN ON AVERAGE BOOK COMMON EQUITY 10.83 % 10.43 % 9.97 % 9.90 % 9.74 % 10.17 %

TOTAL DEBT / EBITDA (3) 3.98 x 3.43 x 3.42 x 3.46 x 3.54 x 3.56 x

FUNDS FROM OPERATIONS / TOTAL DEBT (4) 23.84 % 25.57 % 23.90 % 26.23 % 26.00 % 25.11 %

TOTAL DEBT / TOTAL CAPITAL 48.62 % 47.48 % 46.82 % 46.30 % 46.28 % 47.10 %

Notes:
(1)

(2)

(3)

(4)

Source of Information: Company Annual Forms 10-K

Proxy Group of Six Water Companies
CAPITALIZATION AND FINANCIAL STATISTICS  (1)

2014 - 2018, Inclusive

5 YEAR

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

Computed by relating actual total debt interest or preferred stock dividends booked to average of beginning 
and ending total debt or preferred stock reported to be outstanding.  
Total debt relative to EBITDA (Earnings before Interest, Income Taxes, Depreciation and Amortization).

Funds from operations (sum of net income, depreciation, amortization, net deferred income tax and 
investment tax credits, less total AFUDC) plus interest charges as a percentage of total debt.

AVERAGE
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Capital Structure Based upon Total Permanent Capital for the
Proxy Group of Six Water Companies

2014 - 2018, Inclusive

5 YEAR
2018 2017 2016 2015 2014 AVERAGE

American States Water Co.
Long-Term Debt 36.54 % 37.75 % 39.40 % 41.15 % 39.15 % 38.80 %
Preferred Stock 0.00 0.00 0.00 0.00 0.00 0.00
Common Equity 63.46 62.25 60.60 58.85 60.85 61.20
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

American Water Works Company Inc
Long-Term Debt 56.55 % 55.81 % 54.74 % 53.89 % 52.70 % 54.74 %
Preferred Stock 0.05 0.07 0.09 0.11 0.15 0.09
Common Equity 43.40 44.12 45.17 46.00 47.15 45.17
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

Artesian Resources Corporation
Long-Term Debt 43.42 % 42.17 % 42.71 % 44.23 % 45.81 % 43.67 %
Preferred Stock 0.00 0.00 0.00 0.00 0.00 0.00
Common Equity 56.58 57.83 57.29 55.77 54.19 56.33
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

California Water Service Group
Long-Term Debt 52.74 % 43.40 % 45.83 % 44.69 % 40.46 % 45.42 %
Preferred Stock 0.00 0.00 0.00 0.00 0.00 0.00
Common Equity 47.26 56.60 54.17 55.31 59.54 54.58
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

Middlesex Water Co.
Long-Term Debt 38.94 % 38.65 % 38.91 % 40.44 % 41.55 % 39.70 %
Preferred Stock 0.59 0.64 0.68 0.69 0.71 0.66
Common Equity 60.47 60.71 60.41 58.87 57.74 59.64
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

York Water Co.
Long-Term Debt 42.68 % 43.02 % 42.60 % 44.46 % 44.81 % 43.51 %
Preferred Stock 0.00 0.00 0.00 0.00 0.00 0.00
Common Equity 57.32 56.98 57.40 55.54 55.19 56.49
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

Proxy Group of Six Water Companies
Long-Term Debt 45.14 % 43.47 % 44.03 % 44.81 % 44.08 % 44.31 %
Preferred Stock 0.11 0.12 0.13 0.13 0.14 0.12
Common Equity 54.75 56.41 55.84 55.06 55.78 55.57
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

Source of Information
     Annual Forms 10-K
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128
96
80
64
48
40
32
24

16
12

2-for-1

Percent
shares
traded

24
16
8

Target Price Range
2022 2023 2024

AMER. STATES WATER NYSE-AWR 90.00 42.3 43.7
21.0 2.55 1.4%

TIMELINESS 1 Raised 8/9/19
SAFETY 2 Raised 7/20/12
TECHNICAL 2 Raised 10/11/19
BETA .65 (1.00 = Market)

18-Month Target Price Range
Low-High Midpoint (% to Mid)
$72-$103 $88 (-5%)

2022-24 PROJECTIONS
Ann’l Total

Price Gain Return
High 75 (-15%) -2%
Low 55 (-40%) -9%
Institutional Decisions

4Q2018 1Q2019 2Q2019
to Buy 140 138 139
to Sell 102 105 109
Hld’s(000) 26276 26624 26893

High: 21.0 19.4 19.8 18.2 24.1 33.1 38.7 44.1 47.2 58.4 69.6 94.4
Low: 13.5 14.9 15.6 15.3 17.0 24.0 27.0 35.8 37.3 41.1 50.1 63.3

% TOT. RETURN 9/19
THIS VL ARITH.*

STOCK INDEX
1 yr. 49.3 -5.2
3 yr. 137.4 24.7
5 yr. 226.7 40.8

CAPITAL STRUCTURE as of 6/30/19
Total Debt $281.3 mill. Due in 5 Yrs $100.7 mill.
LT Debt $281.0 mill. LT Interest $24.0 mill.

(33% of Cap’l)

Leases, Uncapitalized: Annual rentals $2.6 mill.
Pension Assets-12/18 $162.5 mill.

Oblig. $196.1 mill.
Pfd Stock None

Common Stock 36,831,867 shs.
as of 8/2/19

MARKET CAP: $3.3 billion (Mid Cap)
CURRENT POSITION 2017 2018 6/30/19

($MILL.)
Cash Assets .2 7.1 1.5
Accts Receivable 26.1 23.4 24.2
Other 129.2 101.0 96.3
Current Assets 155.5 131.5 122.0
Accts Payable 51.0 59.5 55.6
Debt Due 59.3 40.3 .3
Other 46.4 46.8 50.4
Current Liab. 156.7 146.6 106.3
ANNUAL RATES Past Past Est’d ’16-’18
of change (per sh) 10 Yrs. 5 Yrs. to ’22-’24
Revenues 3.5% - - 4.5%
‘‘Cash Flow’’ 6.0% 3.0% 6.0%
Earnings 9.0% 4.5% 8.0%
Dividends 7.5% 9.0% 9.5%
Book Value 5.0% 4.0% 5.0%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)
Mar.31 Jun. 30 Sep. 30 Dec. 31

2016 93.5 112.0 123.8 106.8 436.1
2017 98.8 113.2 124.4 104.2 440.6
2018 94.7 106.9 124.2 111.0 436.8
2019 101.7 124.6 138.7 105 470
2020 105 130 140 105 480
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun. 30 Sep. 30 Dec. 31
2016 .28 .45 .59 .30 1.62
2017 .34 .62 .57 .35 1.88
2018 .29 .44 .62 .37 1.72
2019 .35 .72 .65 .38 2.10
2020 .38 .67 .70 .45 2.20
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B■

Mar.31 Jun.30 Sep.30 Dec.31
2015 .213 .213 .224 .224 .87
2016 .224 .224 .224 .242 .91
2017 .242 .242 .255 .255 .99
2018 .255 .255 .275 .275 1.06
2019 .275 .275 .305

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
6.99 6.81 7.03 7.88 8.75 9.21 9.74 10.71 11.12 12.12 12.19 12.17 12.56 11.92
1.04 1.11 1.32 1.45 1.65 1.69 1.70 2.11 2.13 2.48 2.65 2.67 2.81 2.70

.39 .53 .66 .67 .81 .78 .81 1.11 1.12 1.41 1.61 1.57 1.61 1.62

.44 .44 .45 .46 .48 .50 .51 .52 .55 .64 .76 .83 .87 .91
1.88 2.51 2.12 1.95 1.45 2.23 2.09 2.12 2.13 1.77 2.52 1.89 2.39 3.55
6.98 7.51 7.86 8.32 8.77 8.97 9.70 10.13 10.84 11.80 12.72 13.24 12.77 13.52

30.42 33.50 33.60 34.10 34.46 34.60 37.06 37.26 37.70 38.53 38.72 38.29 36.50 36.57
31.9 23.2 21.9 27.7 24.0 22.6 21.2 15.7 15.4 14.3 17.2 20.1 24.6 25.6
1.82 1.23 1.17 1.50 1.27 1.36 1.41 1.00 .97 .91 .97 1.06 1.24 1.34

3.5% 3.6% 3.1% 2.5% 2.5% 2.9% 2.9% 3.0% 3.2% 3.1% 2.7% 2.6% 2.2% 2.2%
361.0 398.9 419.3 466.9 472.1 465.8 458.6 436.1

29.5 41.4 42.0 54.1 62.7 61.1 60.5 59.7
38.9% 43.2% 41.7% 39.9% 36.3% 38.4% 38.4% 36.8%

3.2% 5.8% 2.0% 2.5% - - - - - - - -
45.9% 44.3% 45.4% 42.2% 39.8% 39.1% 41.1% 39.4%
54.1% 55.7% 54.6% 57.8% 60.2% 60.9% 58.9% 60.6%
665.0 677.4 749.1 787.0 818.4 832.6 791.5 815.3
866.4 855.0 896.5 917.8 981.5 1003.5 1060.8 1150.9
5.9% 7.6% 7.1% 8.3% 8.9% 8.6% 9.0% 8.6%
8.2% 11.0% 10.3% 11.9% 12.7% 12.0% 13.0% 12.1%
8.2% 11.0% 10.3% 11.9% 12.7% 12.0% 13.0% 12.1%
3.2% 5.8% 5.3% 6.6% 6.8% 5.7% 6.0% 5.3%
61% 47% 49% 45% 47% 53% 54% 56%

2017 2018 2019 2020 © VALUE LINE PUB. LLC 22-24
12.01 11.88 12.45 12.85 Revenues per sh 15.75

2.96 2.84 3.10 3.30 ‘‘Cash Flow’’ per sh 4.00
1.88 1.72 2.10 2.20 Earnings per sh A 2.75
.99 1.06 1.14 1.22 Div’d Decl’d per sh B■ 1.70

3.08 3.44 3.45 3.50 Cap’l Spending per sh 3.25
14.45 15.19 15.85 16.60 Book Value per sh D 19.35
36.68 36.76 36.90 37.00 Common Shs Outst’g C 37.50
25.7 34.0 Bold figures are

Value Line
estimates

Avg Ann’l P/E Ratio 23.5
1.29 1.83 Relative P/E Ratio 1.30

2.0% 1.8% Avg Ann’l Div’d Yield 2.6%
440.6 436.8 470 480 Revenues ($mill) 590

69.4 63.9 65.0 70.0 Net Profit ($mill) 105
36.0% 22.0% 23.0% 23.0% Income Tax Rate 23.0%

2.5% - - Nil 1.0% AFUDC % to Net Profit 1.0%
38.0% 40.5% 42.0% 45.0% Long-Term Debt Ratio 46.0%
62.0% 59.5% 58.0% 55.0% Common Equity Ratio 54.0%
854.9 938.4 1010 1115 Total Capital ($mill) 1350

1205.0 1296.3 1360 1435 Net Plant ($mill) 1650
9.3% 7.9% 8.0% 8.0% Return on Total Cap’l 9.0%

13.1% 11.4% 12.0% 12.5% Return on Shr. Equity 14.0%
13.1% 11.4% 12.0% 12.5% Return on Com Equity 14.0%
6.2% 4.5% 5.0% 5.0% Retained to Com Eq 5.5%
52% 61% 60% 60% All Div’ds to Net Prof 62%

Company’s Financial Strength A
Stock’s Price Stability 85
Price Growth Persistence 95
Earnings Predictability 90

(A) Primary earnings. Excludes nonrecurring
gains/(losses): ’04, 7¢; ’05, 13¢; ’06, 3¢; ’08,
(14¢); ’10, (23¢); ’11, 10¢. Next earnings report
due mid-November.

(B) Dividends historically paid in early March,
June, September, and December. ■ Div’d rein-
vestment plan available.

(C) In millions, adjusted for split.
(D) Includes intangibles. As of 6/30/19;
$1.1 million/$0.03 a share.

BUSINESS: American States Water Co. operates as a holding
company. Through its principal subsidiary, Golden State Water Co.,
it supplies water to 259,919 customers in 70 cities in 10 counties.
Service areas include the metropolitan areas of Los Angeles and
Orange Counties. The company also provides electricity to 24,353
customers in Big Bear Lake and San Bernardino Cnty. Provides

water & wastewater services to U.S. military bases through its
ASUS sub. Sold Chaparral City Wtr. of AZ. (6/11). Employs about
815. BlackRock, Inc. owns 15.1% of out. shares; Vanguard, 11.5%;
off. & dir. 1.2%. (4/19 Proxy). Chairman: Lloyd Ross. Pres. & CEO:
Robert Sprowls. Inc: CA. Addr.: 630 East Foothill Blvd., San Dimas,
CA 91773. Tel: 909-394-3600. Internet: www.aswater.com.

Shares of American States Water have
performed well since our July report.
The stock price, which had already been
on a roll over the past one-, three-, and
five year periods, surged over 20% in the
last three months. By comparison, the
S&P 500 Index returns have been flattish.
We attribute the showing to the positive
earnings and dividend news (more below).
Rate relief is spurring the bottom
line. In California, utilities petition for
higher rates triennially. State regulators
recently finalized the Golden States Water
subsidiary’s ruling. Hence, there was a
$0.08-a-share gain in the June quarter re-
sulting from the new rates being retroac-
tive to the beginning of the year. Wider
margins also helped as the company has
done a good job of cutting costs. To reflect
this, we have raised our earnings-per-
share estimates for 2019 and 2020, $0.15
and $0.10, respectively, to $2.10 and $2.20.
Nonregulated activities are also
providing a boost. Through its ASUS op-
erations, the company provides water serv-
ices to U.S. Army bases around the coun-
try. For the first half of the year, share-
earnings contributions from this business

doubled from 2018’s $0.11, to $0.22. The
inclusion of revenues generated from Fort
Riley were part of the reason, as was an
increase in management fees and con-
struction at other bases. As more military
complexes privatize their water services,
we expect this segment to gain in impor-
tance. Moreover, profits made here are not
regulated by state authorities.
The most recent dividend hike was
better than expected. In the last
quarter, the payout was raised a hefty
11% to an annual rate of $1.22 a share.
Still,
The yield on this equity has declined
meaningfully. At 1.4%, AWR is now
yielding about 80 basis points lower than
the Value Line median. And, while much
of this is due to the robust dividend
growth prospects, the equity is now richly
valued as to many key financial metrics.
In any case, our ranking system pegs AWR
to outperform the market in the year
ahead. However, the stock is now trading
above our 2022-2024 TPR. Price perform-
ance over the next 18-month period is also
projected to be subpar.
James A. Flood October 11, 2019

LEGENDS
1.35 x Dividends p sh
divided by Interest Rate. . . . Relative Price Strength

2-for-1 split 9/13
Options: Yes
Shaded area indicates recession
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Target Price Range
2022 2023 2024

AMERICAN WATER NYSE-AWK 123.86 34.1 38.6
19.0 2.05 1.7%

TIMELINESS 1 Raised 4/5/19
SAFETY 3 New 7/25/08
TECHNICAL 3 Lowered 10/4/19
BETA .60 1.00 = Market

18-Month Target Price Range
Low-High Midpoint (% to Mid)
102- 142 122 0

2022-24 PROJECTIONS
Ann’l Total

Price Gain Return
High 120 (-5%) 1%
Low 80 (-35%) -8%
Institutional Decisions

4Q2018 1Q2019 2Q2019
to Buy 362 364 360
to Sell 287 325 331
Hld’s(000) 155716 155942 155051

High: 23.7 23.0 25.8 32.8 39.4 45.1 56.2 61.2 85.2 92.4 98.2 129.9
Low: 16.5 16.2 19.4 25.2 31.3 37.0 41.1 48.4 58.9 70.0 76.0 88.0

% TOT. RETURN 9/19
THIS VL ARITH.*

STOCK INDEX
1 yr. 43.9 -5.2
3 yr. 76.2 24.7
5 yr. 186.2 40.8

CAPITAL STRUCTURE as of 6/30/19
Total Debt $9064.0 mil. Due in 5 Yrs $1555.0 mil.
LT Debt $8642.0 mil. LT Interest $370.0 mil.

(59% of Cap’l)

Leases, Uncapitalized: Annual rentals $17.0 mill.
Pension Assets12/18 $1499.0 mill

Oblig. $1892.0 mill.
Pfd Stock $7.0 mill. Pfd Div’d $.4 mill

Common Stock 180,652,681 shares
as of 7/25/19

MARKET CAP: $22.4 billion (Large Cap)
CURRENT POSITION 2017 2018 6/30/19

($MILL.)
Cash Assets 82 158 86
Accts Receivable 272 301 337
Other 366 322 318
Current Assets 720 781 741
Accts Payable 195 175 140
Debt Due 1227 1035 422
Other 903 884 755
Current Liab. 2325 2094 1317
ANNUAL RATES Past Past Est’d ’16-’18
of change (per sh) 10 Yrs. 5 Yrs. to ’22-’24
Revenues 3.0% 3.5% 4.0%
‘‘Cash Flow’’ 18.5% 6.0% 7.0%
Earnings - - 6.5% 9.5%
Dividends - - 10.5% 9.0%
Book Value 1.5% 4.0% 5.0%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)
Mar.31 Jun. 30 Sep. 30 Dec. 31

2016 743.0 827.0 930.0 802.0 3302.0
2017 756.0 844.0 936.0 821.0 3357.0
2018 761.0 853.0 976.0 850.0 3440.0
2019 813.0 882.0 1025 880 3600
2020 850 930 1080 940 3800
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun. 30 Sep. 30 Dec. 31
2016 .46 .77 .83 .57 2.62
2017 .52 .73 1.12 .01 2.38
2018 .59 .91 1.03 .62 3.15
2019 .62 .94 1.28 .76 3.60
2020 .65 1.00 1.45 .80 3.90
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B■

Mar.31 Jun.30 Sep.30 Dec.31
2015 .31 .34 .34 .34 1.33
2016 .34 .375 .375 .375 1.47
2017 .375 .415 .415 .415 1.62
2018 .415 .455 .455 .455 1.78
2019 .455 .50 .50

2003 2004 2005 2006E 2007E 2008 2009 2010 2011 2012 2013 2014 2015 2016
- - - - - - 13.08 13.84 14.61 13.98 15.49 15.18 16.25 16.28 16.78 17.72 18.54
- - - - - - .65 d.47 2.87 2.89 3.56 3.73 4.27 4.36 4.75 5.13 5.26
- - - - - - d.97 d2.14 1.10 1.25 1.53 1.72 2.11 2.06 2.39 2.64 2.62
- - - - - - - - - - .40 .82 .86 .90 1.21 .84 1.21 1.33 1.47
- - - - - - 4.31 4.74 6.31 4.50 4.38 5.27 5.25 5.50 5.33 6.51 7.36
- - - - - - 23.86 28.39 25.64 22.91 23.59 24.11 25.11 26.52 27.39 28.25 29.24
- - - - - - 160.00 160.00 160.00 174.63 175.00 175.66 176.99 178.25 179.46 178.28 178.10
- - - - - - - - - - 18.9 15.6 14.6 16.8 16.7 19.9 20.0 20.5 27.7
- - - - - - - - - - 1.14 1.04 .93 1.05 1.06 1.12 1.05 1.03 1.45
- - - - - - - - - - 1.9% 4.2% 3.8% 3.1% 3.4% 2.0% 2.5% 2.5% 2.0%

2440.7 2710.7 2666.2 2876.9 2901.9 3011.3 3159.0 3302.0
209.9 267.8 304.9 374.3 369.3 429.8 476.0 468.0

37.9% 40.4% 39.5% 40.7% 39.1% 39.4% 39.1% 39.2%
- - - - - - 6.2% 5.1% - - - - - -

56.9% 56.8% 55.7% 53.9% 52.4% 52.4% 53.7% 52.4%
43.1% 43.2% 44.2% 46.1% 47.6% 47.4% 46.2% 47.5%
9289.0 9561.3 9580.3 9635.5 9940.7 10364 10911 10967
10524 11059 11021 11739 12391 12900 13933 14992
3.8% 4.4% 4.8% 5.4% 5.1% 5.5% 5.7% 5.6%
5.2% 6.5% 7.2% 8.4% 7.8% 8.7% 9.4% 9.0%
5.2% 6.5% 7.2% 8.4% 7.8% 8.7% 9.4% 9.0%
1.8% 2.8% 3.5% 3.6% 4.7% 4.3% 4.7% 4.0%
65% 56% 52% 57% 40% 50% 50% 56%

2017 2018 2019 2020 © VALUE LINE PUB. LLC 22-24
18.81 19.04 19.90 20.90 Revenues per sh 23.80

5.14 6.15 6.75 7.05 ‘‘Cash Flow’’ per sh 8.30
2.38 3.15 3.60 3.90 Earnings per sh A 4.70
1.62 1.78 1.96 2.10 Div’d Decl’d per sh B■ 2.75
8.04 8.78 9.00 9.15 Cap’l Spending per sh 9.00

30.13 32.42 34.25 36.55 Book Value per sh D 41.25
178.44 180.68 181.00 182.00 Common Shs Outst’g C 189.00

33.8 27.3 Bold figures are
Value Line
estimates

Avg Ann’l P/E Ratio 21.5
1.70 1.47 Relative P/E Ratio 1.20

2.0% 2.1% Avg Ann’l Div’d Yield 2.8%
3357.0 3440.0 3600 3800 Revenues ($mill) 4500

426.0 567.0 650 700 Net Profit ($mill) 890
53.3% 28.2% 21.0% 21.0% Income Tax Rate 21.0%

5.1% 4.0% 5.0% 5.0% AFUDC % to Net Profit 5.0%
54.7% 56.3% 58.5% 58.0% Long-Term Debt Ratio 59.0%
45.3% 43.6% 41.5% 42.0% Common Equity Ratio 41.0%
11875 13433 15000 15700 Total Capital ($mill) 18800
16246 17409 18500 19500 Net Plant ($mill) 22500
4.9% 5.4% 5.5% 5.5% Return on Total Cap’l 6.0%
7.9% 9.7% 10.5% 10.5% Return on Shr. Equity 11.5%
7.9% 9.7% 10.5% 10.5% Return on Com Equity 11.5%
2.5% 4.2% 5.0% 5.0% Retained to Com Eq 5.0%
68% 56% 54% 55% All Div’ds to Net Prof 59%

Company’s Financial Strength B+
Stock’s Price Stability 100
Price Growth Persistence 85
Earnings Predictability 85

(A) Diluted earnings. Excludes nonrecur.
losses: ’08, $4.62; ’09, $2.63; ’11, $0.07. Disc.
oper.: ’06, ($0.04); ’11, $0.03; ’12, ($0.10);
’13,($0.01). GAAP used as of 2014. Next earn-

ings report due late October. Quarterly earn-
ings do not sum in ’16 due to rounding.
(B) Dividends paid in March, June, September,
and December. ■ Div. reinvestment available.

(C) In millions. (D) Includes intangibles. On
6/30/19: $1.653 billion, $9.15/share.
(E) Pro forma numbers for ’06 & ’07.

BUSINESS: American Water Works Company, Inc. is the largest
investor-owned water and wastewater utility in the U.S., providing
services to more than 14 million people in 46 states and Ontario,
Canada. Nonregulated business assists municipalities and military
bases with the maintenance and upkeep as well. Regulated opera-
tions made up 87% of 2018 revenues. New Jersey is its largest

market accounting for 24% of regulated revenues; Pennsylvania,
23%. Has 7,100 employees. The Vanguard Grp, owns 11.0% of
outstanding shares; BlackRock, Inc., 7.9%; officers & directors, less
than 1.0%. (3/19 Proxy). President & CEO: Susan N. Story. Chair-
man: George MacKenzie. Address: 1 Water Street, Camden, NJ
08102. Tel.: 856-346-8200. Internet: www.amwater.com.

Despite some unfavorable weather,
American Water Works should enjoy
a strong earnings year. In the second
quarter, unusually wet weather muted
demand for water from many of its cus-
tomers. Still, the utility managed to post a
3% bottom-line gain. All in all, we es-
timate that the company will post a 14%
increase in share earnings in 2019.
Prospects for 2020 look good, too. As-
suming normal weather, more rate relief,
and savings from acquisitions (more be-
low), we think American Water’s earnings
per share can advance another 8%.
Acquisitions, cost controls, and a
larger rate base ought to drive the
company’s results for quite some time.
Although 2019 has been relatively quiet on
this front, the utility has been on a contin-
uous buying spree for many years. Be-
cause the water industry is composed of
over 50,000 small municipally-run dis-
tricts that are often not very efficient,
American Water has achieved significant
synergies by absorbing these smaller
entities. In addition, the company plans on
spending over $8 billion on capital projects
between 2019 and 2024. This should in-

crease the amount of assets that it can
earn a return on. Much of the outcome will
depend on regulators, but the utility has
been able to maintain good relations with
its overseers.
There are no plans to issue equity in
the near term. The number of American
Water’s outstanding shares has increased
only 2% since year-end 2012. Thus, the $6
billion in net plant that has been added
has been financed with debt and internal
funds. This has worked out well for stake-
holders as the value of the stock has risen
roughly three times. Nevertheless, the
best time to issue new equity is after a
stock has done exceptionally well and in-
vestor sentiment is positive.
These shares hold our Highest (1)
rank for Timeliness. That being said,
AWK’s potential for the 18 month- and
three- to five-year periods is well below
average. Indeed, while the equity has im-
pressed Wall Street with its strong per-
formance, conservative, income-oriented
investors may well want to consider the
three-month Treasury bill, which has the
same yield and carries virtually no risk.
James A. Flood October 11, 2019

LEGENDS
1.10 x Dividends p sh
divided by Interest Rate. . . . Relative Price Strength

Options: Yes
Shaded area indicates recession
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ARTESIAN RES. CORP. NDQ--ARTNA 36.31 23.6 1.41 2.7%
3 Average

3 Average

3 Average

.65

Financial Strength B

Price Stability 65

Price Growth Persistence 50

Earnings Predictability 85

ANNUAL RATES
of change (per share) 5 Yrs. 1 Yr.
Sales 2.5% -2.5%
‘‘Cash Flow’’ 6.5% 4.0%
Earnings 9.0% 2.0%
Dividends 3.0% 3.0%
Book Value 3.5% 4.0%

Fiscal
Year

QUARTERLY SALES ($mill.) Full
Year1Q 2Q 3Q 4Q

12/31/17 19.2 20.5 22.3 20.2 82.2
12/31/18 18.9 20.2 21.9 19.4 80.4
12/31/19 19.4 20.7
12/31/20

Fiscal
Year

EARNINGS PER SHARE Full
Year1Q 2Q 3Q 4Q

12/31/16 .30 .33 .48 .30 1.41
12/31/17 .34 .35 .42 .40 1.51
12/31/18 .38 .42 .42 .32 1.54
12/31/19 .39 .41
12/31/20

Cal-
endar

QUARTERLY DIVIDENDS PAID Full
Year1Q 2Q 3Q 4Q

2016 .222 .225 .225 .228 .90
2017 .228 .232 .232 .235 .93
2018 .235 .239 .239 .242 .96
2019 .242 .246 .246 .25

INSTITUTIONAL DECISIONS
4Q’18 1Q’19 2Q’19

to Buy 38 39 38
to Sell 27 32 35
Hld’s(000) 3846 3896 3949

ASSETS ($mill.) 2017 2018 6/30/19
Cash Assets 1.0 .3 .2
Receivables 8.9 8.2 4.6
Inventory 1.5 1.5 1.3
Other 7.6 6.1 4.6
Current Assets 19.0 16.1 10.7

Property, Plant
& Equip, at cost 582.0 629.4 - -

Accum Depreciation 117.6 126.9 - -
Net Property 464.4 502.5 516.0
Other 11.2 11.2 11.8
Total Assets 494.6 529.8 538.5

LIABILITIES ($mill.)
Accts Payable 9.2 8.3 5.2
Debt Due 11.0 17.7 27.5
Other 8.3 11.7 11.0
Current Liab 28.5 37.7 43.7

LONG-TERM DEBT AND EQUITY
as of 6/30/19

Total Debt $142.5 mill. Due in 5 Yrs. NA
LT Debt $115.0 mill.
Including Cap. Leases NA

(43% of Cap’l)
Leases, Uncapitalized Annual rentals NA

Pension Liability None in ’18 vs. None in ’17

Pfd Stock None Pfd Div’d Paid None

Common Stock 9,279,000 shares
(57% of Cap’l)

19.99 24.43 24.27 23.82 29.16 35.00 43.22 41.92 40.97 High
15.16 18.20 21.52 19.85 20.00 25.17 29.37 32.00 33.14 Low

© VALUE LINE PUBLISHING LLC 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020/2021

SALES PER SH 7.56 8.10 7.82 8.13 8.50 8.67 8.92 8.69 --
‘‘CASH FLOW’’ PER SH 1.64 2.04 1.87 2.04 2.22 2.43 2.55 2.66 --
EARNINGS PER SH .83 1.13 .94 1.07 1.26 1.41 1.51 1.54 NA NA/NA
DIV’DS DECL’D PER SH .76 .79 .82 .85 .87 .90 .93 .96 --
CAP’L SPENDING PER SH 1.83 2.36 2.40 2.66 2.28 3.10 4.46 5.30 --
BOOK VALUE PER SH 13.12 13.57 13.80 14.09 14.61 15.23 15.91 16.57 --
COMMON SHS OUTST’G (MILL) 8.61 8.71 8.83 8.91 9.06 9.13 9.22 9.25 --
AVG ANN’L P/E RATIO 22.5 18.3 23.9 20.5 18.0 20.9 24.2 23.9 NA NA/NA
RELATIVE P/E RATIO 1.41 1.17 1.34 1.08 .93 1.14 1.21 1.35 --
AVG ANN’L DIV’D YIELD 4.1% 3.8% 3.7% 3.9% 3.8% 3.1% 2.5% 2.6% --
SALES ($MILL) 65.1 70.6 69.1 72.5 77.0 79.1 82.2 80.4 -- Bold figures
OPERATING MARGIN 45.5% 48.7% 47.0% 48.8% 43.0% 44.4% 44.6% 46.1% -- are consensus
DEPRECIATION ($MILL) 7.4 7.9 8.3 8.7 8.8 9.2 9.6 10.3 -- earnings
NET PROFIT ($MILL) 6.7 9.8 8.3 9.5 11.3 13.0 14.0 14.3 -- estimates
INCOME TAX RATE 40.8% 40.2% 40.2% 40.1% -- -- -- -- -- and, using the
NET PROFIT MARGIN 10.4% 14.0% 12.0% 13.1% 14.7% 16.4% 17.0% 17.8% -- recent prices,
WORKING CAP’L ($MILL) d11.4 d11.4 d12.3 d13.5 d8.8 d4.7 d9.5 d21.6 -- P/E ratios.
LONG-TERM DEBT ($MILL) 106.5 106.3 105.5 105.0 103.6 102.3 105.6 115.9 --
SHR. EQUITY ($MILL) 113.0 118.2 121.8 125.6 132.3 139.0 146.6 153.3 --
RETURN ON TOTAL CAP’L 4.6% 5.9% 5.1% 5.5% 6.3% 6.7% 6.8% 6.5% --
RETURN ON SHR. EQUITY 6.0% 8.3% 6.8% 7.6% 8.5% 9.3% 9.5% 9.3% --
RETAINED TO COM EQ .5% 2.5% .9% 1.6% 2.6% 3.4% 3.7% 3.6% --
ALL DIV’DS TO NET PROF 92% 70% 87% 79% 69% 63% 61% 62% --
Note: No analyst estimates available.

INDUSTRY: Water Utility

TOTAL SHAREHOLDER RETURN
Dividends plus appreciation as of 9/30/2019

3 Mos. 6 Mos. 1 Yr. 3 Yrs. 5 Yrs.

0.22% 0.63% 3.33% 40.53% 113.93%

E.B.

October 11, 2019

BUSINESS: Artesian Resources Corp. operates as the
holding company of nine wholly-owned subsidiaries offer-
ing water, wastewater and other services in Delaware,
Maryland and Pennsylvania. Artesian Water, its principal
subsidiary, distributes and sells water to residential, com-
mercial, industrial, governmental, municipal, and utility
customers throughout Delaware. In addition, Artesian Water
provides services to other water utilities, including opera-
tions and billing functions, and has contract operation
agreements with private and municipal water providers. It
also provides water for public and private fire protection to
customers in service territories. Artesian supplies 7.9 billion
gallons of water per year through 1,311 miles of main to
nearly a third of Delaware residents. Artesian Wastewater
Management, Inc. is a regulated entity that owns wastewater
collection and treatment infrastructure and provides waste-
water services to customers in Delaware. Has 241 employ-
ees. Chairman, C.E.O. & President: Dian C. Taylor Address:
664 Churchmans Rd., Newark, DE 19702. Tel.: (302)
453-6900. Internet: www.artesianresources.com.
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CALIFORNIA WATER NYSE-CWT 52.74 33.2 41.9
22.0 2.00 1.5%

TIMELINESS 3 Lowered 9/20/19
SAFETY 3 Lowered 7/27/07
TECHNICAL 2 Raised 9/27/19
BETA .70 (1.00 = Market)

18-Month Target Price Range
Low-High Midpoint (% to Mid)
$46-$72 $59 (10%)

2022-24 PROJECTIONS
Ann’l Total

Price Gain Return
High 55 (+5%) 3%
Low 35 (-35%) -7%
Institutional Decisions

4Q2018 1Q2019 2Q2019
to Buy 126 132 120
to Sell 76 81 102
Hld’s(000) 35160 35698 36947

High: 23.3 24.1 19.8 19.4 19.3 23.4 26.4 26.0 36.8 46.2 49.1 57.5
Low: 13.8 16.7 16.9 16.7 16.8 18.4 20.3 19.5 22.5 32.4 35.3 44.6

% TOT. RETURN 9/19
THIS VL ARITH.*

STOCK INDEX
1 yr. 25.3 -5.2
3 yr. 74.2 24.7
5 yr. 162.9 40.8

CAPITAL STRUCTURE as of 6/30/19
Total Debt $978.1 mill. Due in 5 Yrs $430.1 mill.
LT Debt $807.7 mill. LT Interest $40.0 mill.

(53% of Cap’l)

Pension Assets-12/18 $469.7 mill.
Oblig. $639.9 mill.

Pfd Stock None

Common Stock 48,140,000 shs.

MARKET CAP: $2.5 billion (Mid Cap)
CURRENT POSITION 2017 2018 6/30/19

($MILL.)
Cash Assets 94.8 47.2 54.6
Other 133.1 141.5 151.4
Current Assets 227.9 188.7 206.0
Accts Payable 94.0 95.6 97.4
Debt Due 291.0 170.0 170.4
Other 106.0 55.6 63.6
Current Liab. 491.0 321.2 331.4

ANNUAL RATESPast Past Est’d ’16-’18
of change (per sh) 10 Yrs. 5 Yrs. to ’22-’24
Revenues 4.5% 2.0% 2.0%
‘‘Cash Flow’’ 6.0% 5.0% 4.0%
Earnings 5.0% 5.5% 8.0%
Dividends 2.0% 3.0% 6.5%
Book Value 4.5% 4.5% 2.5%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)E
Mar.31 Jun.30 Sep.30 Dec.31

2016 121.7 152.4 184.3 151.0 609.4
2017 122.1 171.1 211.7 162.0 666.9
2018 134.6 174.9 221.3 167.4 698.2
2019 126.1 179.0 225 169.9 700
2020 140 185 230 175 730
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
2016 d.02 .24 .48 .31 1.01
2017 .02 .39 .70 .29 1.40
2018 d.02 .31 .75 .32 1.36
2019 d.16 .35 .79 .37 1.35
2020 .08 .42 .80 .40 1.70
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B ■

Mar.31 Jun.30 Sep.30 Dec.31
2015 .1675 .1675 .1675 .1675 .67
2016 .1725 .1725 .1725 .1725 .69
2017 .18 .18 .18 .18 .72
2018 .1875 .1875 .1875 .1875 .75
2019 .1975 .1975 .1975

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
8.18 8.59 8.72 8.10 8.88 9.90 10.82 11.05 12.00 13.34 12.23 12.50 12.29 12.70
1.26 1.42 1.52 1.36 1.56 1.86 1.93 1.93 2.07 2.32 2.21 2.47 2.22 2.34

.61 .73 .74 .67 .75 .95 .98 .91 .86 1.02 1.02 1.19 .94 1.01

.56 .57 .57 .58 .58 .59 .59 .60 .62 .63 .64 .65 .67 .69
2.19 1.87 2.01 2.14 1.84 2.41 2.66 2.97 2.83 3.04 2.58 2.76 3.69 4.77
7.22 7.83 7.90 9.07 9.25 9.72 10.13 10.45 10.76 11.28 12.54 13.11 13.41 13.75

33.86 36.73 36.78 41.31 41.33 41.45 41.53 41.67 41.82 41.98 47.74 47.81 47.88 47.97
22.1 20.1 24.9 29.2 26.1 19.8 19.7 20.3 21.3 17.9 20.1 19.7 24.8 29.6
1.26 1.06 1.33 1.58 1.39 1.19 1.31 1.29 1.34 1.14 1.13 1.04 1.25 1.55

4.2% 3.9% 3.1% 2.9% 3.0% 3.1% 3.1% 3.2% 3.4% 3.5% 3.1% 2.8% 2.9% 2.3%
449.4 460.4 501.8 560.0 584.1 597.5 588.4 609.4

40.6 37.7 36.1 42.6 47.3 56.7 45.0 48.7
40.3% 39.5% 40.5% 37.5% 30.3% 33.0% 36.0% 35.5%

7.6% 4.2% 7.6% 8.0% 4.3% 2.7% 4.3% 6.1%
47.1% 52.4% 51.7% 47.8% 41.6% 40.1% 44.4% 44.6%
52.9% 47.6% 48.3% 52.2% 58.4% 59.9% 55.6% 55.4%
794.9 914.7 931.5 908.2 1024.9 1045.9 1154.4 1191.2

1198.1 1294.3 1381.1 1457.1 1515.8 1590.4 1701.8 1859.3
6.5% 5.5% 5.5% 6.3% 6.0% 6.3% 5.2% 5.5%
9.6% 8.6% 8.0% 9.0% 7.9% 9.1% 7.0% 7.4%
9.6% 8.6% 8.0% 9.0% 7.9% 9.1% 7.0% 7.4%
3.8% 3.0% 2.3% 3.4% 3.4% 4.1% 2.0% 2.4%
60% 66% 71% 62% 56% 55% 71% 68%

2017 2018 2019 2020 © VALUE LINE PUB. LLC 22-24
13.89 14.53 14.45 14.90 Revenues per sh 15.50

3.00 3.11 3.00 3.35 ‘‘Cash Flow’’ per sh 3.60
1.40 1.36 1.35 1.70 Earnings per sh A 2.00
.72 .75 .79 .82 Div’d Decl’d per sh B ■ 1.05

5.40 5.65 3.95 4.00 Cap’l Spending per sh 3.65
14.44 15.19 15.45 15.80 Book Value per sh C 17.00
48.01 48.07 48.50 49.00 Common Shs Outst’g D 50.00
26.9 30.3 Bold figures are

Value Line
estimates

Avg Ann’l P/E Ratio 23.0
1.35 1.64 Relative P/E Ratio 1.25

1.9% 1.8% Avg Ann’l Div’d Yield 2.5%
666.9 698.2 700 730 Revenues ($mill) E 775
67.2 65.6 66.0 83.5 Net Profit ($mill) 100

30.1% 24.5% 21.0% 21.0% Income Tax Rate 21.0%
3.5% 3.1% 5.0% 5.0% AFUDC % to Net Profit 5.0%

42.7% 49.3% 51.5% 47.5% Long-Term Debt Ratio 39.5%
57.3% 50.7% 48.5% 52.5% Common Equity Ratio 60.5%
1209.3 1440.2 1550 1475 Total Capital ($mill) 1400
2048.0 2232.7 2300 2385 Net Plant ($mill) 2500

7.1% 5.9% 5.0% 6.5% Return on Total Cap’l 8.0%
9.7% 9.0% 8.5% 11.0% Return on Shr. Equity 12.0%
9.7% 9.0% 8.5% 11.0% Return on Com Equity 12.0%
4.7% 4.0% 3.5% 5.5% Retained to Com Eq 5.5%
51% 55% 58% 48% All Div’ds to Net Prof 53%

Company’s Financial Strength B++
Stock’s Price Stability 80
Price Growth Persistence 60
Earnings Predictability 65

(A) Basic EPS. Excl. nonrecurring gain (loss):
’11, 4¢. Next earnings report due early Nov.
(B) Dividends historically paid in late Feb.,
May, Aug., and Nov. ■ Div’d reinvestment plan

available.
(C) Incl. intangible assets. In ’18 : $24.7 mill.,
$0.51/sh.
(D) In millions, adjusted for splits.

(E) Excludes non-reg. rev.

BUSINESS: California Water Service Group provides regulated and
nonregulated water service to 486,900 customers in 100 com-
munities in the state of California. Accounts for over 94% of total
customers. Also operates in Washington, New Mexico, and Hawaii.
Main service areas: San Francisco Bay area, Sacramento Valley,
Salinas Valley, San Joaquin Valley & parts of Los Angeles. Ac-

quired Rio Grande Corp; West Hawaii Utilities (9/08). Revenue
breakdown, ’18: residential, 67%; business, 19%; industrial, 5%;
public authorities, 5%; other 4%. Off. and dir. own 1% of common
stock (4/19 proxy). Has 1,184 employees. Pres. and CEO: Martin
A. Kropelnicki. Inc.: DE. Addr.: 1720 North First St., San Jose, CA
95112-4598. Tel.: 408-367-8200. Internet: www.calwatergroup.com.

Similar to its industry peers, Califor-
nia Water Service Group stock
stamped a fresh all-time high price in
early September. The shares have risen
almost 10% in value since our July review,
but are currently trading slightly below
record levels. In our view, it is more likely
that the recent price surge is being fueled
by the market’s increased appetite for
defensive securities amidst elevated valua-
tions, rather than company-specific funda-
mentals.
Even so, second-quarter results were
generally good. Revenues of $179 mil-
lion, an annual improvement of about 2%,
came in on par with our expectation, as
base rate increases provided a modest
boost. On the earnings front, California
posted June-period share net of $0.35, four
cents better than the previous-year tally,
but a nickel shy of our call. It would ap-
pear that management has yet to corral
operating expenses, and is still faced with
higher income taxes and interest costs. All
told, we are shaving $0.05 from our
current-year bottom-line forecast, to $1.35
a share.
The long-term story has not changed

much. Specifically, through an intensive
capital allocation program, California
Water is poised to invest approximately
$750 million over the coming three to five
years to revamp its aging infrastructure.
The upgrades, which focus largely on
water pipe systems and improving treat-
ment plant processes, should modestly
lower operating costs through increased ef-
ficiencies and more-reliable service. In ad-
dition, rate hikes are likely in the cards,
which would aid in recuperating a portion
of the capital spent on upgrades. Overall,
we remain optimistic that the company
can earn $2.00 per share by 2022-2024.
We would be remiss to recommend
these shares at recent levels. Though
long-term business prospects are bright,
and the regulated water space tends to
hold up better than most in a down mar-
ket, capital appreciation potential three to
five years hence is limited. Moreover, up-
side 18 months out is only average. Final-
ly, the issue is ranked to track the broader
market over the coming six to 12 months,
and the dividend yield falls short of the
Val e Line median.
Nicholas P. Patrikis October 11, 2019

LEGENDS
1.33 x Dividends p sh
divided by Interest Rate. . . . Relative Price Strength

2-for-1 split 6/11
Options: Yes
Shaded area indicates recession
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MIDDLESEX WATER NDQ-MSEX 64.37 32.0 31.4
21.0 1.93 1.5%

TIMELINESS 3 Lowered 5/24/19
SAFETY 2 New 10/21/11
TECHNICAL 3 Lowered 10/11/19
BETA .70 1.00 = Market

18-Month Target Price Range
Low-High Midpoint (% to Mid)
51- 90 71 10

2022-24 PROJECTIONS
Ann’l Total

Price Gain Return
High 60 (-5%) Nil
Low 45 (-30%) -6%
Institutional Decisions

4Q2018 1Q2019 2Q2019
to Buy 76 72 79
to Sell 52 67 58
Hld’s(000) 9247 9424 9432

High: 19.8 17.9 19.3 19.4 19.6 22.5 23.7 28.0 44.5 46.7 60.3 66.1
Low: 12.0 11.6 14.7 16.5 17.5 18.6 19.1 21.2 25.0 32.2 34.0 51.0

% TOT. RETURN 9/19
THIS VL ARITH.*

STOCK INDEX
1 yr. 36.5 -5.2
3 yr. 96.2 24.7
5 yr. 274.3 40.8

CAPITAL STRUCTURE as of 6/30/19
Total Debt $230.4 mill. Due in 5 Yrs $66.8 mill.
LT Debt $163.6 mill. LT Interest $6.8 mill.
(Total interest coverage: 7.2x)

(39% of Cap’l)

Pension Assets-12/18 $66.8 mill.
Oblig. $83.9 mill.

Pfd Stock $2.4 mill. Pfd Div’d: $.1 mill.

Common Stock 16,568,090 shs.
as of 7/31/19

MARKET CAP: $1.1 billion (Mid-Cap)
CURRENT POSITION 2017 2018 6/30/19

($MILL.)
Cash Assets 4.9 3.7 3.0
Other 24.3 27.1 29.3
Current Assets 29.2 30.8 32.3
Accts Payable 13.9 19.3 18.1
Debt Due 34.9 55.8 66.8
Other 15.7 19.3 17.6
Current Liab. 64.5 94.4 102.5
ANNUAL RATES Past Past Est’d ’16-’18
of change (per sh) 10 Yrs. 5 Yrs. to ’22-’24
Revenues 2.5% 3.5% 3.0%
‘‘Cash Flow’’ 5.5% 9.0% 6.5%
Earnings 6.0% 11.0% 7.5%
Dividends 2.0% 3.0% 5.0%
Book Value 3.5% 4.5% 3.5%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)
Mar.31 Jun. 30 Sep. 30 Dec. 31

2016 30.6 32.7 37.8 31.8 132.9
2017 30.1 33.0 36.2 31.5 130.8
2018 31.2 34.9 38.7 33.3 138.1
2019 30.7 33.4 38.0 32.9 135
2020 32.0 36.0 42.0 35.0 145
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun. 30 Sep. 30 Dec. 31
2016 .29 .36 .54 .19 1.38
2017 .27 .33 .46 .32 1.38
2018 .27 .52 .74 .43 1.96
2019 .39 .49 .72 .40 2.00
2020 .40 .55 .77 .48 2.20
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B■

Mar.31 Jun.30 Sep.30 Dec.31
2015 .1925 .1925 .1925 .19875 .78
2016 .19875 .19875 .19875 .21125 .81
2017 .21125 .21125 .21125 .22375 .86
2018 .22375 .22375 .22375 .24 .91
2019 .24 .24 .24

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
6.12 6.25 6.44 6.16 6.50 6.79 6.75 6.60 6.50 6.98 7.19 7.26 7.77 8.16
1.15 1.28 1.33 1.33 1.49 1.53 1.40 1.55 1.46 1.56 1.72 1.84 1.97 2.17

.61 .73 .71 .82 .87 .89 .72 .96 .84 .90 1.03 1.13 1.22 1.38

.65 .66 .67 .68 .69 .70 .71 .72 .73 .74 .75 .76 .78 .81
1.87 2.54 2.18 2.31 1.66 2.12 1.49 1.90 1.50 1.36 1.26 1.40 1.59 2.91
7.60 8.02 8.26 9.52 10.05 10.03 10.33 11.13 11.27 11.48 11.82 12.24 12.74 13.40

10.48 11.36 11.58 13.17 13.25 13.40 13.52 15.57 15.70 15.82 15.96 16.12 16.23 16.30
30.0 26.4 27.4 22.7 21.6 19.8 21.0 17.8 21.7 20.8 19.7 18.5 19.1 25.6
1.71 1.39 1.46 1.23 1.15 1.19 1.40 1.13 1.36 1.32 1.11 .97 .96 1.34

3.5% 3.4% 3.5% 3.7% 3.7% 4.0% 4.7% 4.2% 4.0% 4.0% 3.7% 3.7% 3.3% 2.3%
91.2 102.7 102.1 110.4 114.8 117.1 126.0 132.9
10.0 14.3 13.4 14.4 16.6 18.4 20.0 22.7

34.1% 32.1% 32.7% 33.9% 34.1% 35.0% 34.5% 34.0%
- - 6.8% 6.1% 3.4% 1.9% 1.7% 1.9% 2.7%

46.6% 43.1% 42.3% 41.5% 40.4% 40.5% 39.4% 37.9%
52.1% 55.8% 56.6% 57.4% 58.7% 58.8% 59.8% 61.5%
267.9 310.5 312.5 316.5 321.4 335.8 345.4 355.4
376.5 405.9 422.2 435.2 446.5 465.4 481.9 517.8
5.0% 5.7% 5.2% 5.4% 5.9% 6.3% 6.6% 7.1%
7.0% 8.1% 7.5% 7.8% 8.7% 9.2% 9.6% 10.3%
7.0% 8.2% 7.5% 7.8% 8.7% 9.3% 9.6% 10.3%

.1% 2.1% 1.0% 1.4% 2.4% 3.1% 3.5% 4.3%
98% 75% 87% 83% 73% 67% 63% 58%

2017 2018 2019 2020 © VALUE LINE PUB. LLC 22-24
8.00 8.42 8.10 8.65 Revenues per sh 9.70
2.24 2.89 2.90 3.10 ‘‘Cash Flow’’ per sh 3.50
1.38 1.96 2.00 2.20 Earnings per sh A 2.45
.86 .91 .97 1.00 Div’d Decl’d per sh B■ 1.15

3.08 4.40 3.50 3.50 Cap’l Spending per sh 3.50
14.02 15.17 15.60 16.10 Book Value per sh 17.65
16.35 16.40 16.65 16.75 Common Shs Outst’g C 17.00

28.4 22.2 Bold figures are
Value Line
estimates

Avg Ann’l P/E Ratio 21.0
1.43 1.20 Relative P/E Ratio 1.15

2.2% 2.1% Avg Ann’l Div’d Yield 2.2%
130.8 138.1 135 145 Revenues ($mill) 165

22.8 32.5 33.5 37.0 Net Profit ($mill) 41.5
32.7% 2.8% 21.0% 21.0% Income Tax Rate 21.0%

3.1% 1.4% 2.0% 2.0% AFUDC % to Net Profit 2.5%
37.5% 37.8% 38.0% 37.5% Long-Term Debt Ratio 36.0%
61.8% 61.6% 61.5% 61.5% Common Equity Ratio 63.5%
370.7 404.1 420 435 Total Capital ($mill) 475
557.2 618.5 625 635 Net Plant ($mill) 650
6.9% 8.9% 8.5% 9.0% Return on Total Cap’l 9.5%
9.8% 12.9% 12.5% 13.5% Return on Shr. Equity 14.0%
9.9% 13.0% 13.0% 13.5% Return on Com Equity 14.0%
3.8% 7.0% 6.5% 7.5% Retained to Com Eq 7.5%
62% 46% 49% 46% All Div’ds to Net Prof 47%

Company’s Financial Strength B++
Stock’s Price Stability 65
Price Growth Persistence 60
Earnings Predictability 75

(A) Diluted earnings. Next earnings report due
late October.

(B) Dividends historically paid in mid-Feb.,
May, Aug., and November.■ Div’d reinvestment
plan available.

(C) In millions.

BUSINESS: Middlesex Water Company engages in the ownership
and operation of regulated water utility systems in New Jersey, Del-
aware, and Pennsylvania. It also operates water and wastewater
systems under contract on behalf of municipal and private clients in
NJ and DE. Its Middlesex System provides water services to 61,000
retail customers, primarily in Middlesex County, New Jersey. In

2018, the Middlesex System accounted for 59% of operating reve-
nues. At 12/31/18, the company had 330 employees. Incorporated:
NJ. President, CEO, and Chairman: Dennis W. Doll. Officers &
directors own 3.5% of the com. stock; BlackRock Inst. Trust Co.,
6.8% (4/19 proxy). Add.: 485 C Route 1 South, Suite 400, Iselin, NJ
08830. Tel.: 732-634-1500. Int.: www.middlesexwater.com.

Middlesex Water stock etched a new
high-water mark since we last
reported on the regulated northeast
utility. Over the past few quarters, the
company has performed relatively well in
regard to top- and bottom-line growth
(recent period excluded), and the stock
price has been broadly reflective of this. In
fact, MSEX shares have nearly doubled in
value since mid-2017. In addition, given
elevated market valuations and an am-
biguous political climate, we think a
renewed flight-to-safety approach may be
further fueling the investment com-
munity’s interest in Middlesex stock.
Meanwhile, weaker-than-anticipated
second-quarter financial results have
prompted us to temper our current-
year revenue and earnings forecasts.
Indeed, negatives appeared to outweigh
the positives in the June period. Namely,
unfavorable weather conditions
precipitated softer water demand, while
the recent revision of its 10-year Perth
Amboy contract (lower revenues) took a
toll. Decent customer additions in its Dela-
ware systems were only partially offset-
ting. Operating expenses improved slight-

ly, year over year, thanks to lower ex-
penses related to Perth Amboy, but per-
sonnel costs edged higher to handle regu-
latory requirements. On balance, we are
reducing our 2019 top- and bottom-line es-
timates by $6.0 million and $0.15, to $135
million and $2.00 a share, respectively.
Infrastructure investment through its
Water for Tomorrow initiative still
has a long road ahead. The company is
already knee-deep in the strategic over-
haul of its water delivery and waste water
management systems, which ought to
eventually bear fruit on the efficiency
front. Improving service reliability, fewer
main and pipe breaks, and more-effective
filtration processes are primary focus
areas. On balance, we think annual capital
spending will be steady over the pull to
2022-2024.
Investors should turn the page, for
now. The issue remains ranked to mirror
the year-ahead broader market averages.
What’s more, total return potential 3- to 5-
years out is limited, as the stock is cur-
rently trading beyond the upper end of our
long-term Target Price Range.
Nicholas P. Patrikis October 11. 2019

LEGENDS
1.20 x Dividends p sh
divided by Interest Rate. . . . Relative Price Strength

Options: Yes
Shaded area indicates recession
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64
48
40
32
24
20
16
12

8
6

Percent
shares
traded

12
8
4

Target Price Range
2022 2023 2024

YORK WATER NDQ-YORW 42.83 38.2 39.7
25.0 2.30 1.6%

TIMELINESS 1 Raised 10/11/19
SAFETY 3 Lowered 7/17/15
TECHNICAL 3 Lowered 8/30/19
BETA .75 (1.00 = Market)

18-Month Target Price Range
Low-High Midpoint (% to Mid)
$32-$49 $41 (-5%)

2022-24 PROJECTIONS
Ann’l Total

Price Gain Return
High 45 (+5%) 3%
Low 30 (-30%) -6%
Institutional Decisions

4Q2018 1Q2019 2Q2019
to Buy 43 33 48
to Sell 41 40 31
Hld’s(000) 4765 4794 4866

High: 16.5 18.0 18.0 18.1 18.5 22.0 24.3 26.7 39.8 39.9 36.1 45.7
Low: 6.2 9.7 12.8 15.8 16.8 17.6 18.8 19.7 23.8 31.7 27.5 30.3

% TOT. RETURN 9/19
THIS VL ARITH.*

STOCK INDEX
1 yr. 46.4 -5.2
3 yr. 56.0 24.7
5 yr. 142.6 40.8

CAPITAL STRUCTURE as of 6/30/19
Total Debt $96.1 mill. Due in 5 Yrs $42.5 mill.
LT Debt $96.1 mill. LT Interest $5.5 mill.

(43% of Cap’l)
Pension Assets12/18 $40.6 mill.

Oblig. $41.5 mill.

Pfd Stock None

Common Stock 12,974,287 shs.

MARKET CAP: $550 million (Small Cap)
CURRENT POSITION 2017 2018 6/30/19

($MILL.)
Cash Assets - - - - - -
Accounts Receivable 4.5 4.8 4.5
Inventory (Avg. Cost) .9 .9 1.0
Other 3.2 3.3 3.8
Current Assets 8.6 9.0 9.3
Accts Payable 3.1 3.0 4.2
Debt Due - - 1.0 - -
Other 6.0 6.8 6.0
Current Liab. 9.1 10.8 10.2
ANNUAL RATES Past Past Est’d ’16-’18
of change (per sh) 10 Yrs. 5 Yrs. to ’22-’24
Revenues 3.0% 3.0% 5.5%
‘‘Cash Flow’’ 6.0% 6.0% 9.0%
Earnings 5.5% 6.5% 9.5%
Dividends 3.5% 4.0% 6.5%
Book Value 4.5% 4.0% 4.5%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)
Mar.31 Jun. 30 Sep. 30 Dec. 31

2016 11.3 11.8 12.6 11.9 47.6
2017 11.3 12.3 12.7 12.3 48.6
2018 11.6 12.0 12.7 12.1 48.4
2019 11.8 13.0 13.2 12.5 50.5
2020 12.2 13.0 13.5 12.8 51.5
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun. 30 Sep. 30 Dec. 31
2016 .19 .23 .27 .23 .92
2017 .20 .23 .31 .27 1.01
2018 .20 .26 .29 .29 1.04
2019 .22 .28 .30 .30 1.10
2020 .24 .31 .33 .32 1.20
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B

Mar.31 Jun.30 Sep.30 Dec.31
2015 .1495 .1495 .1495 .1555 .604
2016 .1555 .1555 .1555 .1602 .627
2017 .1602 .1602 .1602 .1666 .647
2018 .1666 .1666 .1666 .1733 .673
2019 .1733 .1733 .1733

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
2.17 2.18 2.58 2.56 2.79 2.89 2.95 3.07 3.18 3.21 3.27 3.58 3.68 3.70

.65 .65 .79 .77 .86 .88 .95 1.07 1.09 1.12 1.19 1.36 1.45 1.42

.47 .49 .56 .58 .57 .57 .64 .71 .71 .72 .75 .89 .97 .92

.37 .39 .42 .45 .48 .49 .51 .52 .53 .54 .55 .57 .60 .63
1.07 2.50 1.69 1.85 1.69 2.17 1.18 .83 .74 .94 .76 1.10 1.11 1.03
4.06 4.65 4.85 5.84 5.97 6.14 6.92 7.19 7.45 7.73 7.98 8.15 8.51 8.88
9.63 10.33 10.40 11.20 11.27 11.37 12.56 12.69 12.79 12.92 12.98 12.83 12.81 12.85
24.5 25.7 26.3 31.2 30.3 24.6 21.9 20.7 23.9 24.4 26.3 23.1 23.5 32.8
1.40 1.36 1.40 1.68 1.61 1.48 1.46 1.32 1.50 1.55 1.48 1.22 1.18 1.72

3.2% 3.1% 2.9% 2.5% 2.8% 3.5% 3.6% 3.5% 3.1% 3.1% 2.8% 2.8% 2.6% 2.1%
37.0 39.0 40.6 41.4 42.4 45.9 47.1 47.6

7.5 8.9 9.1 9.3 9.7 11.5 12.5 11.8
37.9% 38.5% 35.3% 37.6% 37.6% 29.8% 27.5% 31.3%

- - 1.2% 1.1% 1.1% .8% 1.8% 1.6% 1.9%
45.7% 48.3% 47.1% 46.0% 45.1% 44.8% 44.4% 42.6%
54.3% 51.7% 52.9% 54.0% 54.9% 55.2% 55.6% 57.4%
160.1 176.4 180.2 184.8 188.4 189.4 196.3 198.7
222.0 228.4 233.0 240.3 244.2 253.2 261.4 270.9
6.2% 6.5% 6.4% 6.4% 6.5% 7.4% 7.6% 7.2%
8.6% 9.8% 9.5% 9.3% 9.3% 11.0% 11.5% 10.4%
8.6% 9.8% 9.5% 9.3% 9.3% 11.0% 11.5% 10.4%
1.9% 2.7% 2.5% 2.4% 2.4% 3.9% 4.4% 3.4%
78% 72% 73% 74% 74% 64% 62% 67%

2017 2018 2019 2020 © VALUE LINE PUB. LLC 22-24
3.77 3.74 3.90 4.00 Revenues per sh 5.10
1.53 1.58 1.70 1.80 ‘‘Cash Flow’’ per sh 2.50
1.01 1.04 1.10 1.20 Earnings per sh A 1.70
.65 .67 .70 .73 Div’d Decl’d per sh B .95

1.95 1.95 2.00 2.00 Cap’l Spending per sh 1.85
9.28 9.75 10.40 11.25 Book Value per sh 12.10

12.87 12.94 13.00 12.90 Common Shs Outst’g C 12.80
34.6 30.3 Bold figures are

Value Line
estimates

Avg Ann’l P/E Ratio 22.5
1.74 1.63 Relative P/E Ratio 1.25

1.9% 2.1% Avg Ann’l Div’d Yield 2.5%
48.6 48.4 50.5 51.5 Revenues ($mill) 65.0
13.0 13.4 14.5 15.5 Net Profit ($mill) 21.5

25.9% 15.7% 21.0% 21.0% Income Tax Rate 21.0%
6.7% 1.7% 2.0% 1.5% AFUDC % to Net Profit 1.5%

43.0% 42.5% 40.0% 37.0% Long-Term Debt Ratio 34.0%
57.0% 57.5% 60.0% 63.0% Common Equity Ratio 66.0%
209.5 219.5 225 230 Total Capital ($mill) 235
288.8 299.2 305 315 Net Plant ($mill) 325
7.5% 7.3% 7.5% 8.0% Return on Total Cap’l 10.5%

10.9% 10.6% 10.5% 10.5% Return on Shr. Equity 14.0%
10.9% 10.6% 10.5% 10.5% Return on Com Equity 14.0%
4.0% 3.8% 4.0% 4.0% Retained to Com Eq 6.0%
63% 64% 63% 61% All Div’ds to Net Prof 56%

Company’s Financial Strength B+
Stock’s Price Stability 60
Price Growth Persistence 60
Earnings Predictability 95

(A) Diluted earnings. Next earnings report due
late October.
(B) Dividends historically paid in late February,
June, September, and December.

(C) In millions, adjusted for split.

BUSINESS: The York Water Company is the oldest investor-owned
regulated water utility in the United States. It has operated contin-
uously since 1816. As of December 31, 2018, the company’s aver-
age daily availability was 35.4 million gallons and its service terri-
tory had an estimated population of 199,000. Has more than 69,000
customers. Residential customers accounted for 65% of 2018 reve-

nues; commercial and industrial (28%); other (7%). It also provides
sewer billing services. Incorporated: PA. York had 109 full-time em-
ployees at 12/31/18. President/CEO: Jeffrey R. Hines. Of-
ficers/directors own 1.2% of the common stock (3/19 proxy). Ad-
dress: 130 East Market Street, York, Pennsylvania 17401. Tele-
phone: (717) 845-3601. Internet: www.yorkwater.com.

York Water Company’s stock price
has risen sharply since the start of
September. Shares of the regulated water
utility broke through a $35-$36 resistance
level and are now trading above $42 a
share (around fresh all-time highs). In our
opinion, there aren’t any obvious catalysts
behind the recent move, as second-quarter
financial results came in basically in line
with expectations. That said, with broader
market indices making a return to all-
time-high territory, it is likely that the in-
vestment community may be starting to
accumulate stock of relatively recession-
proof companies.
June-period earnings of 0.28 a share
hit our mark, while revenues of 13.0
million modestly beat our 12.5 mil-
lion call. Indeed, the top line is benefiting
from a rate hike that took effect on March
1st of this year, as well as an increasing
customer base. Meanwhile, the bottom line
advanced merely two pennies, year over
year, as higher operating costs and income
taxes remain in the picture.
York’s capital spending program is in
full swing. Over the past three months,
the company invested $4.7 million on

specific dam improvements and various in-
frastructure upgrades. This was in addi-
tion to a $3.3 million bill in the first
quarter. According to top brass, another
$9.5 million in investment is on tap for the
back half of 2019. Target upgrades include
main extensions, dam and spillway over-
hauls, wastewater treatment plant expan-
sion, and routine pipe and service line
repairs. Looking forward, we expect spend-
ing for these necessary improvements to
spill over well into next decade, given the
vast amount of infrastructure that needs
to be replaced.
York stock has been upgraded two
notches on our Timeliness Ranking
Scale, to 1, and is now slated as a
year-ahead market outperformer.
Thus, subscribers with a six- to 12-month
holding period are best suited here. On the
other hand, the recent quotation leaves
much to be desired. Based on our system,
the issue offers subpar price appreciation
potential over both the intermediate (18
months) and long term (3 to 5 years) in-
vestment horizons. The dividend yield is
nothing to write home about, either.
Nicholas P. Patrikis October 11, 2019

LEGENDS
1.10 x Dividends p sh
divided by Interest Rate. . . . Relative Price Strength

3-for-2 split 9/06
Options: Yes
Shaded area indicates recession
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Predictive Risk 
Premium Model 
(PRPM) (1) 10.84 %

Risk Premium Using 
an Adjusted Total 
Market Approach (2) 9.39 %

Average 10.12 %

Notes:
(1) From page 2 of this Schedule.
(2) From page 3 of this Schedule.

Aqua North Carolina, Inc.
Summary of Risk Premium Models for the

Proxy Group of Six Water Companies

Proxy Group of Six 
Water Companies
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Line No.

1. Prospective Yield on Aaa Rated
   Corporate Bonds (1) 3.60                 %

2. Adjustment to Reflect Yield Spread
   Between Aaa Rated Corporate
   Bonds and A Rated Public
   Utility Bonds 0.35                 (2)

3. Adjusted Prospective Yield on A Rated
   Public Utility Bonds 3.95                 %

4. Adjustment to Reflect Bond
    Rating Difference of Proxy Group 0.06                 (3)

5. Adjusted Prospective Bond Yield 4.01                 %

6. Equity Risk Premium (4) 5.38                 

7.   Risk Premium Derived Common
      Equity Cost Rate 9.39                 %

Notes:  (1)

(2)

(3)

(4) From page 7 of this Schedule.

The average yield spread of A rated public utility bonds over Aaa 
rated corporate bonds of 0.35% from page 4 of this Schedule.
Adjustment to reflect the A2 / A3 Moody's LT issuer rating of the 
Proxy Group of Six Water Companies as shown on page 5 of this 
Schedule.  The 0.06% upward adjustment is derived by taking 1/6 of 
the spread between A2 and Baa2 Public Utility Bonds (1/6 * 0.37% = 
0.06%) as derived from page 4 of this Schedule.

Consensus forecast of Moody's Aaa Rated Corporate bonds from Blue 
Chip Financial Forecasts (see pages 10-11 of this Schedule).

Aqua North Carolina, Inc.
Indicated Common Equity Cost Rate

Through Use of a Risk Premium Model
Using an Adjusted Total Market Approach

Proxy Group of Six 
Water Companies
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Sep-2019 3.03             % 3.37            % 3.71              %
Aug-2019 2.98             3.29            3.63              

Jul-2019 3.29             3.69            4.13              

Average 3.10             % 3.45            % 3.82              %

A Rated Public Utility Bonds Over Aaa Rated Corporate Bonds:
0.35              % (1)

Baa Rated Public Utility Bonds Over A Rated Public Utility Bonds:
0.37              % (2)

Notes:
(1) Column [2] - Column [1].
(2) Column [3] - Column [2].

Source of Information:
Bloomberg Professional Service

Selected Bond Yields

Aqua North Carolina, Inc.
Interest Rates and Bond Spreads for 

Moody's Corporate and Public Utility Bonds

Selected Bond Spreads

[1] [2] [3]

Aaa Rated 
Corporate Bond

A Rated Public 
Utility Bond

Baa Rated Public 
Utility Bond
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Moody's
Long-Term  Issuer Rating Long-Term Issuer Rating

October 2019 October 2019

Proxy Group of Six Water Companies

Long-Term 
Issuer
Rating

Numerical
Weighting (1)

Long-Term 
Issuer
Rating

Numerical
Weighting(1)

American States Water Co. (2) A2 6.0 A+ 5.0
American Water Works Company Inc (3) A3 7.0 A 6.0
Artesian Resources Corporation NR  - - NR - -
California Water Service Group (4) NR  - - A+ 5.0
Middlesex Water Co. NR  - - A 6.0
York Water Co. NR  - - A- 7.0

Average A2 / A3 6.5 A 5.8

Notes:

(1) From page 6 of this Schedule.
(2) Ratings that of Golden State Water Company.
(3) Ratings that of New Jersey and Pennsylvania American Water Companies.
(4) Ratings that of California Water Service Company.

Source Information: Moody's Investors Service
Standard & Poor's Global Utilities Rating Service

Aqua North Carolina, Inc.
Comparison of Long-Term Issuer Ratings for

Proxy Group of Six Water Companies

Standard & Poor's
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Moody's Bond 
Rating

Numerical Bond 
Weighting

Standard & Poor's 
Bond Rating

Aaa 1 AAA

Aa1 2 AA+
Aa2 3 AA
Aa3 4 AA-

A1 5 A+
A2 6 A
A3 7 A-

Baa1 8 BBB+
Baa2 9 BBB
Baa3 10 BBB-

Ba1 11 BB+
Ba2 12 BB
Ba3 13 BB-

B1 14 B+
B2 15 B
B3 16 B-

Numerical Assignment for
 Moody's and Standard & Poor's Bond Ratings
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Line
No.

1. Calculated equity risk
   premium based on the
   total market using
   the beta approach (1) 5.66 %

2. Mean equity risk premium 
   based on a study
   using the holding period
   returns of public utilities
   with A rated bonds (2) 5.10

3. Average equity risk premium 5.38 %

Notes:  (1) From page 8 of this Schedule.
(2) From page 12 of this Schedule.

Proxy Group of Six 
Water Companies

Aqua North Carolina, Inc.
Judgment of Equity Risk Premium for
Proxy Group of Six Water Companies
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Line No. Equity Risk Premium Measure

Ibbotson-Based Equity Risk Premiums:

1. Ibbotson Equity Risk Premium (1) 5.54 %

2. Regression on Ibbotson Risk Premium Data (2) 8.70

3. Ibbotson Equity Risk Premium based on PRPM (3) 8.12

4. Equity Risk Premium Based on Value Line 
Summary and Index (4) 10.23

5. Equity Risk Premium Based on Value Line 
S&P 500 Companies (5) 10.92

6. Equity Risk Premium Based on Bloomberg 
S&P 500 Companies (6) 9.56

7. Conclusion of Equity Risk Premium 8.85                      %

8. Adjusted Beta (7) 0.64

9. Forecasted Equity Risk Premium 5.66 %

Notes provided on page 9 of this Schedule.

Aqua North Carolina, Inc.
Derivation of Equity Risk Premium Based on the Total Market Approach

Using the Beta for the
Proxy Group of Six Water Companies

Proxy Group of Six 
Water Companies
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Aqua North Carolina, Inc.
Derivation of Equity Risk Premium Based on the Total Market Approach

Using the Beta for the
Proxy Group of Six Water Companies

Notes:  
(1)

(2)

(3)

(4)

(5)

(6)

(7)

Sources of Information:

Bloomberg Professional Service

Industrial Manual and Mergent Bond Record Monthly Update.
Value Line Summary and Index
Blue Chip Financial Forecasts, October 1, 2019 and June 1, 2019

Based on the arithmetic mean historical monthly returns on large company common 
stocks from Ibbotson® SBBI® 2019 Market Report minus the arithmetic mean monthly 
yield of Moody's average Aaa and Aa corporate bonds from 1926-2018.

The Predictive Risk Premium Model (PRPM) is discussed in the accompanying direct 
testimony. The Ibbotson equity risk premium based on the PRPM is derived by applying 
the PRPM to the monthly risk premiums between Ibbotson large company common stock 
monthly returns and average Aaa and Aa corporate monthly bond yields, from January 
1928 through September 2019.
The equity risk premium based on the Value Line Summary and Index is derived by 
subtracting the average consensus forecast of Aaa corporate bonds of 3.60% (from page 
3 of this Schedule) from the projected 3-5 year total annual market return of 13.83% 
(described fully in note 1 on page 2 of Schedule DWD-5).

Stocks, Bonds, Bills, and Inflation -  2019 SBBI Yearbook, John Wiley & Sons, Inc.

Average of mean and median beta from Schedule DWD-5.

Using data from the Bloomberg Professional Service for the S&P 500, an expected total 
return of 13.16% was derived based upon expected dividend yields and long-term 
earnings growth estimates as a proxy for capital appreciation.  Subtracting the average 
consensus forecast of Aaa corporate bonds of 3.60% results in an expected equity risk 
premium of 9.56%.

This equity risk premium is based on a regression of the monthly equity risk premiums of 
large company common stocks relative to Moody's average Aaa and Aa rated corporate 
bond yields from 1928-2018 referenced in Note 1 above.

Using data from Value Line for the S&P 500, an expected total return of 14.52% was 
derived based upon expected dividend yields and long-term earnings growth estimates 
as a proxy for capital appreciation.  Subtracting the average consensus forecast of Aaa 
corporate bonds of 3.60% results in an expected equity risk premium of 10.92%.
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2 BLUE CHIP FINANCIAL FORECASTS OCTOBER 1, 2019
Consensus Forecasts of U.S. Interest Rates and Key Assumptions

-------------------------------------History----------------------------------------- Consensus Forecasts-Quarterly Avg. 
-------Average For Week Ending------ ----Average For Month--- Latest Qtr 4Q 1Q 2Q 3Q 4Q 1Q

Interest Rates Sep 20 Sep 13 Sep 6 Aug 30 Aug Jul Jun 3Q 2019* 2019 2020 2020 2020 2020 2021
Federal Funds Rate 2.19 2.13 2.13 2.12 2.13 2.40 2.38 2.25 1.8 1.6 1.5 1.5 1.5 1.4
Prime Rate 5.25 5.25 5.25 5.25 5.25 5.50 5.50 5.35 4.9 4.8 4.7 4.7 4.6 4.6
LIBOR, 3-mo. 2.15 2.13 2.12 2.13 2.16 2.29 2.40 2.21 2.0 1.9 1.8 1.8 1.8 1.8
Commercial Paper, 1-mo. 2.07 2.04 2.03 2.06 2.08 2.25 2.35 2.14 1.9 1.7 1.6 1.6 1.6 1.5
Treasury bill, 3-mo. 1.95 1.96 1.97 1.99 1.99 2.15 2.22 2.04 1.8 1.6 1.6 1.5 1.5 1.5
Treasury bill, 6-mo. 1.92 1.89 1.88 1.90 1.93 2.08 2.17 1.98 1.8 1.7 1.6 1.5 1.6 1.5
Treasury bill, 1 yr. 1.86 1.81 1.72 1.75 1.77 1.96 2.00 1.85 1.7 1.6 1.6 1.6 1.6 1.6
Treasury note, 2 yr. 1.73 1.69 1.50 1.52 1.57 1.84 1.81 1.69 1.6 1.6 1.6 1.6 1.6 1.7
Treasury note, 5 yr. 1.66 1.61 1.38 1.40 1.49 1.83 1.83 1.63 1.5 1.6 1.6 1.7 1.7 1.8
Treasury note, 10 yr. 1.80 1.76 1.52 1.50 1.63 2.06 2.07 1.81 1.7 1.7 1.8 1.8 1.9 2.0
Treasury note, 30 yr. 2.24 2.22 2.00 1.98 2.12 2.57 2.57 2.30 2.1 2.2 2.2 2.3 2.4 2.5
Corporate Aaa bond 3.18 3.18 2.96 2.93 3.06 3.43 3.56 3.21 3.0 3.0 3.2 3.3 3.4 3.5
Corporate Baa bond 3.92 3.92 3.72 3.70 3.82 4.16 4.33 3.96 4.0 4.1 4.2 4.3 4.4 4.4
State & Local bonds 3.21 3.14 3.06 3.05 3.08 3.24 3.29 3.15 2.9 2.9 3.0 3.1 3.1 3.2
Home mortgage rate 3.73 3.56 3.49 3.58 3.62 3.77 3.80 3.66 3.6 3.6 3.7 3.7 3.8 3.8

----------------------------------------History------------------------------------------- Consensus Forecasts-Quarterly
4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q

Key Assumptions 2017 2018 2018 2018 2018 2019 2019 2019** 2019 2020 2020 2020 2020 2021
Fed’s AFE $ Index 106.2 102.9 105.5 107.8 109.4 109.4 110.2 110.4 110.3 110.0 109.2 108.9 108.6 108.9
Real GDP 3.5 2.5 3.5 2.9 1.1 3.1 2.0 2.0 1.8 1.7 1.7 1.6 1.8 1.9
GDP Price Index 2.6 2.3 3.2 2.0 1.6 1.1 2.4 2.1 2.0 2.0 2.0 2.1 2.0 2.0
Consumer Price Index 3.1 3.2 2.1 2.0 1.5 0.9 2.9 2.0 2.0 2.1 2.0 2.0 2.0 2.0

Forecasts for interest rates and the Federal Reserve’s Major Currency Index represent averages for the quarter. Forecasts for Real GDP, GDP Price Index and Consumer Price 
Index are seasonally-adjusted annual rates of change (saar). Individual panel members’ forecasts are on pages 4 through 9. Historical data: Treasury rates from the Federal Re-
serve Board’s H.15; AAA-AA and A-BBB corporate bond yields from Bank of America-Merrill Lynch and are 15+ years, yield to maturity; State and local bond yields from 
Bank of America-Merrill Lynch, A-rated, yield to maturity; Mortgage rates from Freddie Mac, 30-year, fixed; LIBOR quotes from Intercontinental Exchange. All interest rate 
data are sourced from Haver Analytics. Historical data for Fed’s Major Currency Index are from FRSR H.10. Historical data for Real GDP and GDP Chained Price Index are 
from the Bureau of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Department of Labor’s Bureau of Labor Statistics (BLS). *Interest rate data for
3Q 2019 are based on historical data through the week ended September 20. **Data for 3Q 2019 for the Fed’s AFE $ Index based on data through week ended September 20.
Figures for 3Q 2019 Real GDP, GDP Chained Price Index and Consumer Price Index are consensus forecasts based on a special question asked of the panelists this month.
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14  BLUE CHIP FINANCIAL FORECASTS  JUNE 1, 2019 

Long-Range Survey:
The table below contains the results of our twice-annual long-range CONSENSUS survey. There are also Top 10 and Bottom 10 averages for each 
variable. Shown are consensus estimates for the years 2021 through 2025 and averages for the five-year periods 2021-2025 and 2026-2030. Apply 
these projections cautiously. Few if any economic, demographic and political forces can be evaluated accurately over such long time spans. 

2021 2022 2023 2024 2025 2021-2025 2026-2030
1. Federal Funds Rate CO NSENSUS 2.4 2.4 2.6 2.7 2.8 2.6 2.8

   Top 10 Average 3.1 3.2 3.4 3.4 3.4 3.3 3.4
   Bottom 10 Average 1.5 1.6 1.7 2.1 2.2 1.8 2.1

2. Prime Rate CO NSENSUS 5.4 5.5 5.6 5.8 5.8 5.6 5.7
   Top 10 Average 6.1 6.2 6.4 6.4 6.4 6.3 6.2
   Bottom 10 Average 4.6 4.7 4.8 5.1 5.3 4.9 5.1

3. LIBOR, 3-Mo. CO NSENSUS 2.7 2.8 2.8 3.0 3.0 2.9 3.0
   Top 10 Average 3.3 3.4 3.6 3.6 3.6 3.5 3.6
   Bottom 10 Average 2.1 2.1 2.0 2.4 2.5 2.2 2.5

4. Commercial Paper, 1-Mo. CO NSENSUS 2.5 2.6 2.7 2.9 2.9 2.7 2.9
   Top 10 Average 3.1 3.2 3.4 3.4 3.5 3.3 3.4
   Bottom 10 Average 2.0 2.0 2.0 2.4 2.4 2.2 2.4

5. Treasury Bill Yield, 3-Mo. CO NSENSUS 2.4 2.4 2.5 2.7 2.8 2.6 2.8
   Top 10 Average 3.1 3.2 3.4 3.4 3.4 3.3 3.4
   Bottom 10 Average 1.5 1.6 1.7 2.0 2.2 1.8 2.1

6. Treasury Bill Yield, 6-Mo. CO NSENSUS 2.4 2.5 2.7 2.9 2.9 2.7 2.9
   Top 10 Average 3.1 3.3 3.5 3.5 3.5 3.4 3.5
   Bottom 10 Average 1.7 1.7 1.8 2.2 2.4 2.0 2.3

7. Treasury Bill Yield, 1-Yr. CO NSENSUS 2.5 2.6 2.8 3.0 3.0 2.8 3.0
   Top 10 Average 3.3 3.4 3.6 3.6 3.7 3.5 3.7
   Bottom 10 Average 1.8 1.8 2.0 2.3 2.4 2.0 2.3

8. Treasury Note Yield, 2-Yr. CO NSENSUS 2.6 2.7 2.9 3.0 3.1 2.9 3.1
   Top 10 Average 3.3 3.5 3.7 3.8 3.8 3.6 3.8
   Bottom 10 Average 1.8 1.9 2.0 2.3 2.4 2.1 2.3

10. Treasury Note Yield, 5-Yr. CO NSENSUS 2.8 2.9 3.1 3.2 3.3 3.0 3.3
   Top 10 Average 3.5 3.7 4.0 4.0 4.0 3.8 4.1
   Bottom 10 Average 2.0 2.1 2.2 2.3 2.5 2.2 2.4

11. Treasury Note Yield, 10-Yr. CO NSENSUS 3.0 3.1 3.3 3.3 3.4 3.2 3.4
   Top 10 Average 3.6 3.9 4.2 4.2 4.2 4.0 4.4
   Bottom 10 Average 2.3 2.4 2.4 2.5 2.6 2.4 2.6

12. Treasury Bond Yield, 30-Yr. CO NSENSUS 3.3 3.5 3.6 3.7 3.8 3.6 3.8
   Top 10 Average 4.0 4.3 4.5 4.6 4.6 4.4 4.8
   Bottom 10 Average 2.7 2.7 2.8 2.9 2.9 2.8 2.9

13. Corporate Aaa Bond Yield CO NSENSUS 4.4 4.6 4.7 4.7 4.8 4.6 4.8
   Top 10 Average 5.0 5.2 5.5 5.5 5.5 5.3 5.6
   Bottom 10 Average 3.8 3.9 3.9 4.0 4.0 3.9 4.0

13. Corporate Baa Bond Yield CO NSENSUS 5.3 5.6 5.7 5.7 5.7 5.6 5.8
   Top 10 Average 6.0 6.3 6.6 6.6 6.7 6.5 6.8
   Bottom 10 Average 4.7 4.8 4.7 4.8 4.8 4.7 4.8

14. State & Local  Bonds Yield CO NSENSUS 4.1 4.2 4.3 4.3 4.3 4.2 4.4
   Top 10 Average 4.6 4.9 5.0 5.0 5.0 4.9 5.1
   Bottom 10 Average 3.5 3.6 3.6 3.6 3.6 3.6 3.6

15. Home Mortgage Rate CO NSENSUS 4.7 4.8 4.9 5.0 5.0 4.9 5.0
   Top 10 Average 5.3 5.5 5.8 5.8 5.8 5.6 5.9
   Bottom 10 Average 4.0 4.0 4.0 4.2 4.2 4.1 4.2

A. Fed's AFE Nominal $ Index CO NSENSUS 108.5 108.2 108.0 107.6 106.9 107.8 106.7
   Top 10 Average 110.8 110.5 110.9 110.8 110.6 110.7 111.2
   Bottom 10 Average 106.6 105.8 104.9 104.6 103.6 105.1 102.9

2021 2022 2023 2024 2025 2021-2025 2026-2030
B. Real GDP CO NSENSUS 1.9 1.9 2.0 2.1 2.1 2.0 2.1

   Top 10 Average 2.3 2.4 2.4 2.5 2.5 2.4 2.6
   Bottom 10 Average 1.5 1.4 1.6 1.8 1.8 1.6 1.8

C. GDP Chained Price Index CO NSENSUS 2.1 2.1 2.0 2.0 2.0 2.1 2.0
   Top 10 Average 2.4 2.4 2.2 2.2 2.2 2.3 2.2
   Bottom 10 Average 1.8 1.8 1.8 1.9 1.9 1.9 1.8

D. Consumer Price Index CO NSENSUS 2.1 2.2 2.2 2.1 2.1 2.1 2.1
   Top 10 Average 2.5 2.4 2.4 2.4 2.4 2.4 2.4
   Bottom 10 Average 1.7 1.8 1.9 1.9 1.9 1.8 1.8

-------------------- Average For The Year -------------------- Five-Year Averages

-------------------- Year-O ver-Year, % Change -------------------- Five-Year Averages
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Line No.

1. Historical Equity Risk Premium 4.00 %

2. Regression of Historical Equity Risk Premium 
(2) 6.30 

3.
Forecasted Equity Risk Premium Based on 
PRPM (3) 3.92 

4.
Forecasted Equity Risk Premium based on 
Projected Total Return on the S&P Utilities 
Index (Value Line Data) (4) 6.30 

5.
Forecasted Equity Risk Premium based on 
Projected Total Return on the S&P Utilities 
Index (Bloomberg Data) (5) 4.99 

6. Average Equity Risk Premium (6) 5.10 %

Notes:  (1)

(2)

(3)

(4)

(5)

(6) Average of lines 1 through 5.

Aqua North Carolina, Inc.
Derivation of Mean Equity Risk Premium Based Studies

Using Holding Period Returns and

Implied Equity Risk 
Premium

Using data from Bloomberg Professional Service for the S&P Utilities Index, an 
expected return of 8.94% was derived based on expected dividend yields and long-
term growth estimates as a proxy for market appreciation. Subtracting the 
expected A rated public utility bond yield of 3.95%, calculated on line 3 of page 3 of 
this Schedule results in an equity risk premium of 4.99%. (8.94% - 3.95% = 4.99%)

The Predictive Risk Premium Model (PRPM) is applied to the risk premium of the 
monthly total returns of the S&P Utility Index and the monthly yields on Moody's A 
rated public utility bonds from January 1928 - September 2019.

Based on S&P Public Utility Index monthly total returns and Moody's Public Utility 
Bond average monthly yields from 1928-2018.  Holding period returns are 
calculated based upon income received (dividends and interest) plus the relative 
change in the market value of a security over a one-year holding period.
This equity risk premium is based on a regression of the monthly equity risk 
premiums of the S&P Utility Index relative to Moody's A rated public utility bond 
yields from 1928 - 2018 referenced in note 1 above.

Equity Risk Premium based on S&P Utility Index 
Holding Period Returns (1):

Projected Market Appreciation of the S&P Utility Index

Using data from Value Line for the S&P Utilities Index, an expected return of 
10.25% was derived based on expected dividend yields and long-term growth 
estimates as a proxy for market appreciation. Subtracting the expected A rated 
public utility bond yield of 3.95%, calculated on line 3 of page 3 of this Schedule 
results in an equity risk premium of 6.30%. (10.25% - 3.95% = 6.30%)
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Notes:
(1)

Historical Data MRP Estimates:

Measure 1: Ibbotson Arithmetic Mean MRP (1926-2018)

Arithmetic Mean Monthly Returns for Large Stocks 1926-2018: 11.89   %
Arithmetic Mean Income Returns on Long-Term Government Bonds: 5.12     
MRP based on Ibbotson Historical Data: 6.77     %

Measure 2: Application of a Regression Analysis to Ibbotson Historical Data
(1926-2018) 9.69     %

Measure 3: Application of the PRPM to Ibbotson Historical Data:
(January 1926 - September 2019) 9.14     %

Value Line MRP Estimates:

Measure 4: Value Line Projected MRP (Thirteen weeks ending October 18, 2019)

Total projected return on the market 3-5 years hence*: 13.83   %
Projected Risk-Free Rate (see note 2): 2.64     
MRP based on Value Line Summary & Index: 11.19   %

*Forcasted 3-5 year capital appreciation plus expected dividend yield

Measure 5: Value Line Projected Return on the Market based on the S&P 500

Total return on the Market based on the S&P 500: 14.52   %
Projected Risk-Free Rate (see note 2): 2.64     
MRP based on Value Line data 11.88   %

Measure 6: Bloomberg Projected MRP

Total return on the Market based on the S&P 500: 13.16   %
Projected Risk-Free Rate (see note 2): 2.64     

MRP based on Bloomberg data 10.52   %

Average of Value Line, Ibbotson, and Bloomberg MRP: 9.87     %

(2)

Fourth Quarter 2019 2.10     %
First Quarter 2020 2.20     

Second Quarter 2020 2.20     
Third Quarter 2020 2.30     

Fourth Quarter 2020 2.40     
First Quarter 2021 2.50     

2021-2025 3.60     
2026-2030 3.80     

2.64     %
(3) Average of Column 6 and Column 7.

Sources of Information:
Value Line Summary and Index
Blue Chip Financial Forecasts, October 1, 2019 and June 1, 2019

Bloomberg Professional Services

Aqua North Carolina, Inc.
Notes to Accompany the Application of the CAPM and ECAPM

The market risk premium (MRP) is derived by using six different measures from three sources: Ibbotson, Value Line, and 
Bloomberg as illustrated below:

For reasons explained in the direct testimony, the appropriate risk-free rate for cost of capital purposes is the average forecast 
of 30 year Treasury Bonds per the consensus of nearly 50 economists reported in Blue Chip Financial Forecasts. (See pages 10-
11 of Schedule DWD-4.) The projection of the risk-free rate is illustrated below:

Stocks, Bonds, Bills, and Inflation -  2019 SBBI Yearbook, John Wiley & Sons, Inc.
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Aqua North Carolina, Inc. 
 Basis of Selection of the Group of Non-Price Regulated Companies 

Comparable in Total Risk to the Utility Proxy Group 

 The criteria for selection of the Non-Price Regulated Proxy Group was that the non-
price regulated companies be domestic and reported in Value Line Investment Survey 
(Standard Edition).  

 The Non-Price Regulated Proxy Group was then selected based on the unadjusted 
beta range of 0.24 – 0.68 and residual standard error of the regression range of 2.7385 
– 3.2661 of the Utility Proxy Group.

 These ranges are based upon plus or minus two standard deviations of the 
unadjusted beta and standard error of the regression. Plus or minus two standard 
deviations captures 95.50% of the distribution of unadjusted betas and residual 
standard errors of the regression. 

 The standard deviation of the Utility Proxy Group’s residual standard error of the 
regression is 0.1319. The standard deviation of the standard error of the regression is 
calculated as follows: 

Standard Deviation of the Std. Err. of the Regr.  =   Standard Error of the Regression 
N2

where: N =  number of observations.  Since Value Line betas are derived from 
weekly price change observations over a period of five years, N  =   259 

Thus, 0.1070  =   3.0023    =            3.0023 
518 22.7596 

Source of Information: Value Line, Inc., September 2019 
Value Line Investment Survey (Standard Edition) 
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[1] [2] [3] [4]

Proxy Group of Six Water Companies

Value Line 
Adjusted 

Beta
Unadjusted 

Beta

Residual 
Standard 

Error of the 
Regression

Standard 
Deviation 

of Beta

American States Water Co. 0.65          0.45                2.6675         0.0960     
American Water Works Company Inc 0.60          0.34                2.1751         0.0783     
Artesian Resources Corporation 0.65          0.41                3.4253         0.1233     
California Water Service Group 0.70          0.48                2.9094         0.1047     
Middlesex Water Co. 0.70          0.54                3.3409         0.1202     
York Water Co. 0.75          0.55                3.4957         0.1258     

Average 0.68          0.46                3.0023         0.1081     

Beta Range (+/- 2 std. Devs. of Beta) 0.24 0.68
   2 std. Devs. of Beta 0.22

Residual Std. Err. Range (+/- 2 std.
   Devs. of the Residual Std. Err.) 2.7385 3.2661

Std. dev. of the Res. Std. Err. 0.1319

2 std. devs. of the Res. Std. Err. 0.2638

Source of Information: Valueline Proprietary Database, September 2019

Aqua North Carolina, Inc.
Basis of Selection of Comparable Risk 

Domestic Non-Price Regulated Companies

            W-218 Sub 526 
            Aqua North Carolina, Inc.
             D'Ascendis Exhibit No. 1
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[1] [2] [3] [4]

Proxy Group of Ten Non-Price 
Regulated Companies

VL Adjusted 
Beta

Unadjusted 
Beta

Residual 
Standard 

Error of the 
Regression

Standard 
Deviation of 

Beta

AutoZone Inc.       0.80 0.64 2.8861           0.1039           
Cheesecake Factory  0.75 0.55 2.8814           0.1037           
Casey's Gen'l Stores 0.75 0.56 3.0241           0.1088           
Cracker Barrel      0.70 0.54 3.0683           0.1104           
Campbell Soup       0.65 0.46 2.9384           0.1057           
Dunkin' Brands Group 0.70 0.47 2.8395           0.1022           
Darden Restaurants  0.80 0.63 2.9091           0.1047           
Tyson Foods 'A'     0.75 0.59 3.2539           0.1171           
Texas Roadhouse     0.80 0.67 3.1481           0.1133           
Viad Corp.          0.80 0.64 3.0017           0.1080           

Average 0.75               0.58               3.0000           0.1100           

Proxy Group of Six Water Companies 0.68               0.46               3.0023           0.1081           

Source of Information: Valueline Proprietary Database, September 2019

Aqua North Carolina, Inc.
Proxy Group of Non-Price Regulated Companies

Comparable in Total Risk to the
Proxy Group of Six Water Companies

            W-218 Sub 526 
            Aqua North Carolina, Inc.
             D'Ascendis Exhibit No. 1
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Principal Methods

Discounted Cash Flow Model (DCF) (1) 11.63               %

Risk Premium Model (RPM) (2) 11.41               

Capital Asset Pricing Model (CAPM) (3) 10.44               

Mean 11.16               %

Median 11.41               %

Average of Mean and Median 11.29               %

Notes:
(1) From page 2 of this Schedule.
(2) From page 3 of this Schedule.
(3) From page 6 of this Schedule.

 Proxy Group of 
Ten Non-Price 

Regulated 
Companies 

Aqua North Carolina, Inc.
Summary of Cost of Equity Models Applied to

Proxy Group of Ten Non-Price Regulated Companies
Comparable in Total Risk to the

Proxy Group of Six Water Companies

            W-218 Sub 526 
            Aqua North Carolina, Inc.
             D'Ascendis Exhibit No. 1
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Line No.

1. Prospective Yield on Baa Rated
   Corporate Bonds (1) 4.60                     %

2. Equity Risk Premium (2) 6.81                     
     

3.   Risk Premium Derived Common
      Equity Cost Rate 11.41                  %

Notes:  (1)

Fourth Quarter 2019 4.00 %
First Quarter 2020 4.10

Second Quarter 2020 4.20
Third Quarter 2020 4.30

Fourth Quarter 2020 4.40
First Quarter 2021 4.40

2021-2025 5.60
2026-2030 5.80

Average 4.60 %

(2) From page 5 of this Schedule.

Average forecast of Baa corporate bonds based upon the consensus of 
nearly 50 economists reported in Blue Chip Financial Forecasts dated 
October 1, 2019 and June 1, 2019 (see pages 10 and 11 of Schedule DWD-
4).  The estimates are detailed below.

Aqua North Carolina, Inc.
Indicated Common Equity Cost Rate

Through Use of a Risk Premium Model
Using an Adjusted Total Market Approach

Proxy Group of Ten 
Non-Price Regulated 

Companies

            W-218 Sub 526 
            Aqua North Carolina, Inc.
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Aqua North Carolina, Inc.
Comparison of Long-Term Issuer Ratings for the

Proxy Group of Ten Non-Price Regulated Companies of Comparable risk to the
Proxy Group of Six Water Companies

Moody's Standard & Poor's
Long-Term Issuer Rating Long-Term Issuer Rating

October 2019 October 2019

Proxy Group of Ten Non-Price 
Regulated Companies

Long-
Term 
Issuer 
Rating

Numerical 
Weighting (1)

Long-Term 
Issuer 
Rating

Numerical 
Weighting (1)

AutoZone Inc.       Baa1 8.0 BBB 9.0
Cheesecake Factory  NR -- NR --
Casey's Gen'l Stores NR -- NR --
Cracker Barrel      WR -- NR --
Campbell Soup       Baa2 9.0 BBB- 10.0
Dunkin' Brands Group NR -- NR --
Darden Restaurants  Baa2 9.0 BBB 9.0
Tyson Foods 'A'     Baa2 9.0 BBB 9.0
Texas Roadhouse     NR -- NR --
Viad Corp.          WR -- NR --

Average Baa2 8.8 BBB 9.3

Notes:
(1) From page 6 of Schedule DWD-4.

Source of Information:
Bloomberg Professional Services
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            Aqua North Carolina, Inc.
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Aqua North Carolina, Inc.
Derivation of Equity Risk Premium Based on the Total Market Approach

Using the Beta for
Proxy Group of Ten Non-Price Regulated Companies of Comparable risk to the

Proxy Group of Six Water Companies

Line No. Equity Risk Premium Measure

Ibbotson-Based Equity Risk Premiums:

1. Ibbotson Equity Risk Premium (1) 5.54 %

2. Regression on Ibbotson Risk Premium Data (2) 8.70

3. Ibbotson Equity Risk Premium based on PRPM (3) 8.12

4. Equity Risk Premium Based on Value Line 
Summary and Index (4) 10.23

5 Equity Risk Premium Based on Value Line 
S&P 500 Companies (5) 10.92

6. Equity Risk Premium Based on Bloomberg 
S&P 500 Companies (6) 9.56

7. Conclusion of Equity Risk Premium 8.85                      %

8. Adjusted Beta (7) 0.77

9. Forecasted Equity Risk Premium 6.81 %

Notes:
(1) From note 1 of page 9 of Schedule DWD-4.
(2) From note 2 of page 9 of Schedule DWD-4.
(3) From note 3 of page 9 of Schedule DWD-4.
(4) From note 4 of page 9 of Schedule DWD-4.
(5) From note 5 of page 9 of Schedule DWD-4.
(6) From note 6 of page 9 of Schedule DWD-4.
(7) Average of mean and median beta from page 6 of this Schedule.

Sources of Information:

Blue Chip Financial Forecasts, October 1, 2019 and June 1, 2019
Bloomberg Professional Services

Proxy Group of Ten 
Non-Price 
Regulated 
Companies

Stocks, Bonds, Bills, and Inflation -  2019 SBBI Yearbook, John Wiley & Sons, Inc.
Value Line Summary and Index
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Aqua North Carolina, Inc. 
 Notes to Accompany the 

Derivation of the Flotation Cost Adjustment to the Cost of Common Equity 
 
 
 

(1) Company-provided. 
 

(2) Column 2 – Column 3. 
 

(3) Column 2 – the sum of columns 4 and 5. 
 

(4) Column 1 * Column 2. 
 

(5) Column 1 * Column 6. 
 

(6) Column 1 * (the sum of columns 4 and 5). 
 

(7) (Column 7 – Column 8) divided by Column 7. 
 

(8) Using the average growth rate from Schedule DWD-3. 
 

(9) Adjustment for flotation costs based on adjusting the average DCF constant 
growth cost rate in accordance with the following: 
 

g
FP

gDK
)1(

)5.01(
,  

 
where g is the growth factor and F is the percentage of flotation costs. 
 

(10) Flotation cost adjustment of 0.07% equals the difference between the flotation 
adjusted average DCF cost rate of 8.80% and the unadjusted average DCF cost 
rate of 8.70% of the Utility Proxy Group. 
 

 
 
 
 
Source of Information: 
 
 Company provided information 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
  

DOCKET NO. W-218, SUB 526 
 
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 
            In the Matter of 
Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North 
Carolina 27511, for Authority to Adjust and 
Increase Rates for Water and Sewer Utility 
Service in All Its Service Areas in North 
Carolina 

) 
) 
) 
) 
) 
) 
) 
) 
 

MOTION FOR APPROVAL 
OF AN ORDER APPROVING 
FORM OF REVISED 
NOTICES OF TEMPORARY 
RATES, SUBJECT TO AN 
UNDERTAKING TO 
REFUND PURSUANT TO 
G.S. 62-135  

 NOW COMES AQUA NORTH CAROLINA, INC. (“Aqua” or “Company”), by 

and through the undersigned counsel, and requests expedited approval of the  

attached revised Notices of Temporary Rates Subject to an  Undertaking to Refund, 

which  in combination enable Aqua to lower the level of temporary rates that it will 

implement under G.S. 62-135, effective for service rendered on and after July 30, 

2020.  The explanation follows. 

 On June 11, 2020, Aqua submitted for Commission approval an earlier version 

of two Notices to Customers of the Company’s intent to implement partial, temporary 

rates under bond pursuant to G.S. 62-135, and an Undertaking to Refund.  By order 

of June 23, 2020, the Commission approved Customer Notices and required that they 

be mailed to customers within 20 days of the Commission order.   

Due to the results of continued negotiations between Aqua and the parties to 

this case, the Company now provides notice of its intent to lower the level of temporary 

rates under bond, and requests the Commission’s approval of the attached, revised 

temporary rates to be implemented subject to an undertaking to refund.  The revised 

/A



  

2 
 

rates for the Aqua Water and Sewer Rate Divisions are attached hereto as Appendix A 

and the revised temporary rates for the Brookwood Water Rate Division are attached 

hereto as Appendix B.  Aqua respectfully requests that the Commission issue the two 

revised Customer Notices for publication by the Company. 

In support of its request for approval of revised Customer Notices, Aqua 

incorporates by reference the procedural history recited in its filing of June 11, 2020.  

 Should the Commission approve this request, Aqua intends to include in one 

mailing the Notice of Public Hearings, based on the Commission’s order of 

June 29, 2020, as well as the requested revised Customer Notices regarding 

implementation of temporary rates subject to an undertaking to refund.  In order to 

meet the timetables required for adequate customer notice, the Company 

respectfully requests expedited Commission approval of this request for revised 

Customer Notices of temporary rates to be implemented subject to an undertaking 

to refund. The printer deadline for beginning the mailing process, in order to meet 

deadlines, is Thursday, July 2, 2020.  

By the proposed revised temporary rates to be implemented subject to an 

undertaking to refund, the Company will increase its current rates and charges for its 

Aqua Water, Aqua Sewer, and Brookwood Water Rate Divisions, as indicated in the 

attached notices.  (Aqua will forego implementing temporary rates subject to refund 

for the Company’s Fairways Water and Fairways Sewer Rate Divisions.)   

The interim rates placed in effect will not result in an increase of twenty percent 

(20%) or more for any single rate classification.  The proposed revised levels of 

temporary rates and charges planned to be made effective for water and sewer utility 

service for each customer class are attached hereto as Appendix A and Appendix B.   

/A
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WHEREUPON, Aqua respectfully requests that the Commission approve the 

revised Proposed Notices to Customers (which include the temporary rates to be 

implemented effective for service rendered on and after July 30, 2020), attached 

hereto as Appendices A and B.  Aqua does not believe that the Undertaking to Refund 

previously approved by the Commission by its order of June 23, 2020, needs to be 

amended, but will do so upon request by the Commission. 

Aqua respectfully requests a decision from the Commission by Thursday, July 

2,  in order to allow sufficient time to provide customer notice prior to implementing the 

proposed temporary rates by July 30, 2020. The Company apologizes for the request 

for expedition but is against the deadline for timely preparation of mailing, and believes 

that the benefit of this revised approach is important and significant. 

Aqua has sought the response of the Attorney General and the Public Staff 

in this matter, as it did prior to the June 11 filing.  Neither supports the 

implementation of temporary rates under bond, but neither offers an objection to 

the form of the Notices to Customers.  

Respectfully submitted this the 1st day of July 2020.  

ATTORNEYS FOR AQUA NORTH CAROLINA, INC.  

    Electronically Submitted 
    /s/Jo Anne Sanford 

North Carolina State Bar No. 6831 
Sanford Law Office, PLLC 

    Post Office Box 28085 
    Raleigh, North Carolina 27611-8085 

    Telephone: 919.210.4900 
    sanford@sanfordlawoffice.com 
     
    /s/Robert H. Bennink, Jr. 
    North Carolina State Bar No. 6502 
    Bennink Law Office 
    130 Murphy Drive 
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    Cary, North Carolina 27513 
    T: 919.760.3185 
    BenninkLawOffice@aol.com 
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STATE OF NORTH CAROLINA 

UTILITIES COMMISSION 
RALEIGH 

DOCKET NO. W-218, SUB 526 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 

TEMPORARY RATES SUBJECT TO UNDERTAKING TO REFUND 

NOTICE IS HEREBY GIVEN THAT Aqua North Carolina, Inc. (Aqua or Company), 
is authorized to increase its rates and charges effective July 30, 2020, on a temporary 
basis, subject to refund, pursuant to N.C. Gen. Stat. § 62-135. The July 30, 2020 rate 
changes are not final rates and remain subject to the North Carolina Utilities 
Commission’s (Commission’s) final determination of the just and reasonable rates to be 
charged by Aqua on a permanent basis pursuant to Aqua’s pending general rate case 
application in Docket No. W-218, Sub 526.   

Aqua’s choice to implement temporary rates under bond effective for water and 
sewer utility service rendered on and after July 30, 2020, as allowed pursuant to  
N.C.G.S. § 62-135 is determined by the Company and is not a decision by the 
Commission. However, the Commission finds that Aqua in fact has satisfied the statutory 
requirements necessary to place new rates into effect, on a partial, temporary basis and 
subject to refund with interest at a rate of 10% per annum, effective July 30, 2020. In 
approving this Notice to Customers, the Commission takes no position on whether the 
Company should or should not invoke the temporary rates under bond authorized by 
statute and notes that the decision of whether to implement temporary rates under bond 
lies solely with Aqua. 

On December 31, 2019, Aqua filed a rate case application with the Commission 
seeking authority to adjust and increase its rates for providing water and sewer utility 
service in all of its service areas in North Carolina effective for service rendered on and 
after January 30, 2020. 

In its rate case application, Aqua notified the Commission that, pursuant to the 
provisions of N.C.G.S. § 62-135, the Company intended to implement its proposed rates 
on a temporary, interim basis subject to refund, effective for service rendered on and after 

In the Matter of 
Application by Aqua North Carolina,  
Inc., 202 MacKenan Court, Cary,  
North Carolina 27511, for Authority to 
Adjust and Increase Rates for Water  
and Sewer Utility Service in All Its  
Service Areas in North Carolina 
 

 
) 
) 
) 
) 
) 
) 
) 
 

 
NOTICE TO CUSTOMERS OF 
TEMPORARY RATES EFFECTIVE 
ON JULY 30, 2020, SUBJECT TO 
UNDERTAKING  
TO REFUND 
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six months from January 30, 2020, assuming that the Commission: (a) suspended the 
operation of the Company's proposed rates as requested in the rate case application; and 
(b) had not entered a final order by that date. Consistent with the customer notice 
provisions of N.C.G.S. § 62-135(a), Aqua further requested that the Notices to Customers 
attached to the Commission’s order scheduling hearings should include a specific 
provision which notified customers that the Company intended to implement temporary 
rates under bond effective for service rendered on and after six months from  
January 30, 2020. 

In the Commission’s Order Scheduling Hearings, Establishing Discovery 
Guidelines, and Requiring Customer Notice issued on February 14, 2020, in Docket 
No. W-218, Sub 526, the Commission required the Company to send notices to 
customers which contained notification of the dates, times, and locations of the public 
hearings scheduled in this case and, at Aqua’s request, customers were also notified of 
the Company’s intent to implement temporary rates under bond effective for water and 
sewer utility service rendered on and after July 30, 2020. The Notice to Customers stated 
that if ultimately found to be excessive by the Commission, these temporary rates are 
subject to refund to customers with interest at an interest rate to be ordered by the 
Commission. Thus, the present Notices to Customers is a second notice regarding the 
temporary rates which Aqua will place in effect on or after July 30, 2020, as specifically 
allowed by N.C.G.S. § 62-135.  

Aqua’s temporary rates for all its service areas, with the exception of the 
Brookwood and LaGrange service areas in Cumberland and Hoke Counties and the 
Fairways and Beau Rivage (The Cape) service areas in New Hanover County, are as 
follows:  

WATER UTILITY SERVICE 

Monthly Metered Service (Residential and Commercial customers)  Existing  Temporary 
   Base facility charge (zero usage, based on meter size)   Rates  Rates 
 <1” meter       $  19.25  $     20.63 
   1” meter        $  48.13  $     51.58 

  1-1/2” meter       $  96.25  $   103.15 
  2” meter       $154.00  $   165.04 
  3” meter       $288.75  $   309.45 

   4” meter       $481.25  $   515.75 
   6” meter       $962.50  $1,031.50 
 

The base charges listed above apply to all Aqua North Carolina metered water systems 
except those in the Brookwood/LaGrange service areas in Cumberland and Hoke Counties and 
the Fairways/Beau Rivage (The Cape) service areas in New Hanover County. 
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Usage charge, per 1,000 gallons 
  All service areas unless noted differently below 
 
 

Existing 
Rates 
$  5.83 

Temporary 
Rates 
$  6.36 

 

Bulk Purchased Water Systems 
  Temporary base monthly charge same as above 
  Temporary usage charge per 1,000 gallons based on bulk water provider are unchanged. 
 
 
Monthly Unmetered Service (flat rate) 
  All service areas unless noted differently below 

Residential customers 
Commercial customers (per REU) 
(REU = Residential Equivalent Unit) 

Existing                 
Rates 
 
$ 39.66 
$ 67.42 

Temporary 
Rates 
 
$ 46.07 
$ 73.39 
 

  
 
Water System Improvement Charge 
  All service areas unless noted differently 

Existing                 
Rates 
2.69% 
 

Temporary 
Rates 
0.00% 

 
 

The Water System Improvement Charge is applied to the total water utility bill of each 
customer under the Company’s applicable rates and charges. 
 

SEWER UTILITY SERVICE 
 
 
Monthly Unmetered Service (flat rate) 
  All service areas unless noted differently below 

Residential customers 
Commercial customers (per REU) 
(REU = Residential Equivalent Unit) 

Existing                 
Rates 
 
$ 72.04 
$100.86 

Temporary 
Rates 
 
$ 75.53 
$105.72 

 
Commercial Monthly Metered Service and all Parkway Crossing and Park South Station Service 
Areas (based on metered water usage) 
 
Base facility charge (zero usage, based on water meter size) 
  All service areas unless noted differently below 
   
         Existing  Temporary 
         Rates   Rates    
 <1” meter       $     26.11 $     26.58 
   1” meter       $     65.28 $     66.45 
   1-1/2” meter       $   130.55 $   132.90 
   2” meter       $   208.88 $   212.64 
   3” meter       $   391.65 $   398.70 
   4” meter       $   652.75 $   664.50 
   6” meter       $1,305.50 $1,329.00 
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Usage charge, per 1,000 gallons 
  All service areas unless noted differently below 
 
 

Existing 
Rates 
$  8.92 

Temporary 
Rates 
$  9.79 

 
   
       Existing Temporary 
Parkway Crossing and Park South Station Service Areas       Rates Rates 
  Base facility charge (zero usage) 
  Usage charge, per 1,000 gallons 

As shown above 
      $  6.45 

As shown above 
$  6.45 

 
 
Hawthorne at the Greene Apartments, Woodland Farm Rocky Ridge and Beaver Farms Service 
Areas – Mecklenburg County: 

        
 Existing Temporary 

Rates Rates 
Base facility charge (to be collected and delivered to 
Carolina Water Service, Inc. of North Carolina for 

  

treatment of the wastewater), per month (per REU) $ 47.94 $ 47.94 
Usage charge, per 1,000 gallons $  6.11 $  6.73 
   

 
Sewer System Improvement Charge 

Existing Temporary 
Rates Rates 

  All service areas unless noted differently 1.15% 0.00% 

 
The Public Staff – North Carolina Utilities Commission (Public Staff) is authorized 

by statute to represent consumers in proceedings before the Commission. Written 
statements to the Public Staff should include the name of the subdivision where the 
customer is receiving service, contact information, and any information that the writer 
wishes to be considered by the Public Staff in its investigation of the matter; these 
statements should be addressed to Mr. Christopher J. Ayers, Executive Director, Public 
Staff, 4326 Mail Service Center, Raleigh, North Carolina 27699-4300. Written statements 
may also be faxed to 919-715-6704 or e-mailed to statements@ncuc.net. 

The Attorney General is also authorized by statute to represent consumers in 
proceedings before the Commission. Statements to the Attorney General should be 
addressed to The Honorable Josh Stein, Attorney General, 9001 Mail Service Center, 
Raleigh, North Carolina 27699-9001. They may also be e-mailed to 
utilityAGO@ncdoj.gov. 

Information regarding this proceeding can be accessed from the Commission’s 
website at www.ncuc.net under the docket number of this proceeding (i.e., W-218 
Sub 526). 

/A
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TEMPORARY MORATORIUM ON DISCONNECTION FOR NONPAYMENT AND 
PROVISIONS FOR PAYMENT ARRANGEMENTS 

In response to the COVID-19 public health crisis and to Governor Roy Cooper’s 
Declaration of a State of Emergency (Executive Order No.116, March 10, 2020), the 
North Carolina Utilities Commission issued an Order on March 19, 2020 in Docket No.  
M-100, Sub 158 which addressed disconnections for nonpayment, reconnections, 
waivers of certain fees, interest, and payment arrangements. As early as March 13, 2020, 
Aqua North Carolina initiated actions consistent with the ultimate Commission Order and 
the Company joins other regulated utilities in strict compliance with the customer 
protection provisions set forth by the Commission. A complete copy of the Order may be 
found on the Commission website home page - https://www.ncuc.net. 

The Commission also provided that, at the end of the State of Emergency, 
customers having arrearages accrued during the emergency period shall be provided the 
opportunity to make a reasonable payment arrangement over no less than a six month 
period and shall not be charged any late fees for late payment for arrearages accrued 
during the State of Emergency. (The Order does not relieve a customer of their obligation 
to pay bills for receipt of any utility service covered by the Order). 

ISSUED BY ORDER OF THE COMMISSION. 

This the       day of July, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
 
 
       
      Janice H. Fulmore, Deputy Clerk 
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Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, ·North Carolina 
27511, for Authority to Adjustand Increase 
Rates for Water and Sewer Utility Service in 
All Its Service Areas in North Carolina 

) NOTICE TO CUSTOMERS OF 
) TEMPORARY RA TE INCREASE 
) EFFECTIVE ON JULY 30, 2020, 
) SUBJECT TO UNDERTAKING TO 
) REFUND 

TEMPORARY RATES SUBJECT TO UNDERTAKING TO REFUND 

NOTICE IS HEREBY GIVEN THAT Aqua North Carolina, Inc. (Aqua or Company), 
is authorized to increase its rates and charges effective July 30, 2020, on a temporary 
basis, subject to refund, pursuant to N.C. Gen. Stat. § 62-135. The July 30, 2020 rate 
changes are not final rates and remain subject to the North Carolina Utilities 
Commission's (Commission's) final determination of the just and reasonable rates to be 
charged by Aqua on a permanent basis pursuant to Aqua's pending general rate case 
application in Docket No. W-218, Sub 526. 

Aqua's choice to implement temporary rates under bond effective for water and 
sewer utility service rendered on and after July 30, 2020, as allowed pursuant to N.C.G.S. 
§ 62-135 is determined by the Company and is not a decision by the Commission. 
However, the Commission finds that Aqua in fact has satisfied the statutory requirements 
necessary to place new rates into effect, on a partial, temporary basis and subject to 
refund with interest at a rate of 10% per annum, effective July 30, 2020. In approving this 
Notice to Customers, the Commission takes no position on whether the Company should 
or should not invoke the temporary rates under bond authorized by statute and notes that 
the decision of whether to implement temporary rates under bond lies solely with Aqua. 

On December 31, 2019, Aqua filed a rate case application with the North Carolina 
Utilities Commission seeking authority to adjust and increase its rates for providing water 
and sewer utility service in all of its service areas in North Carolina effective for service 
rendered on and after January 30, 2020. 

In its rate case application, Aqua notified the Commission that, pursuant to the 
provisions of N.C.G.S. § 62-135, the Company intended to implement its proposed rates 
on a temporary, interim basis subject to refund, effective for service rendered on and after 
six months from January 30, 2020, assuming that the Commission: (a) suspended the 
operation of the Company's proposed rates as requested in the Application; and (b) had 
not entered a final order by that date. Consistent with the customer notice provisions of 
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N.C.G.S. 62-135(a), Aqua further requested that the Notices to Customers attached to 
the Commission's order scheduling hearings should include a specific provision which 
notified customers that the Company intended to implement temporary rates under bond 
effective for service rendered on and after six months from January 30, 2020. 

In tt:,e Commission's Order Scheduling Hearings, Establishing Discovery 
Guidelines, and Requiring Customer Notice issued on February 14, 2020, in Docket 
No. W-218, Sub 526, the Commission required the Company to send Notices to 
Customers which contained notification of the dates, times, and locations of the public 
hearings scheduled in this case and, at Aqua's request, customers were also notified of 
the Company's intent to implement temporary rates under bond effective for water and 
sewer utility service rendered on and after July 30, 2020. The Notices to Customers stated 
that if ultimately found to be excessive by the Commission, these temporary rates are 
subject to refund to customers with interest at an interest rate to be ordered by the 
Commission. Thus, the present Notices to Customers is a second notice regarding the 
temporary rates which Aqua will place in effect on or after July 30, 2020, as specifically 
allowed by N.C.G.S. § 62-135. 

Aqua's temporary water rates for its Brookwood/LaGrange service areas in 
Cumberland and Hoke Counties are as follows: 

WATER UTILITY SERVICE 

Monthly Metered Service (Residential and Commercial customers) 
Base charge, per month (zero usage, based on meter size) 

<1" meter 
1" meter 
1-1/2" meter 
2" meter 
3" meter 
4" meter 
6" meter 

Usage charge. per 1.000 gallons 
All service areas unless noted differently below 

Bulk Purchased Water Systems 
Temporary base monthly charge same as above 

Existing 
Rates 
$ 14.03 
$ 35.08 
$ 70.15 
$ 112.24 
$ 210.45 
$ 350.75 
$ 701.50 

Existing 
Rates 

$ 3.76 

Temporary usage charge, per 1,000 gallons based on bulk water provider are unchanged 

Monthly Unmetered Service (flat rate) 

All service areas unless noted differently below 

Residential customers 

Commercial customers (per REU) 

(REU = Residential Equivalent Unit) 

Existing 

Rates 

$ 33.17 

$ 56.39 

Temporary 
Rates 
$ 15.94 
$ 39.85 
$ 79.70 
$127.52 
$ 239.10 
$ 398.50 
$ 797.00 

Temporary 
Rates 

$ 4.54 

Temporary 

Rates 

$ 37.03 

$ 52.27 
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All service areas unless noted differently 

Existing 

Rate 

3.57% 
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Temporary 

Rate 

0.00% 

The Water System Improvement Charge is applied to the total water utility bill of each customer under the Company's 
applicable rates and charges. 

The Public Staff - North Carolina Utilities Commission (Public Staff) is authorized 
by statute to represent consumers in proceedings before the Commission. Written 
statements to the Public Staff should include the name of the subdivision where the 
customer is receiving service, contact information, and any information that the writer 
wishes to be considered by the Public Staff in its investigation of the matter; these 
statements should be addressed to Mr. Christopher J. Ayers, Executive Director, Public 
Staff, 4326 Mail Service Center, Raleigh, North Carolina 27699-4300. Written statements 
may also be faxed to 919-715-6704 or e-mailed to statements@ncuc.net. 

The Attorney General is also authorized by statute to represent consumers in 
proceedings before the Commission. Statements to the Attorney General should be 
addressed to The Honorable Josh Stein, Attorney General, 9001 Mail Service Center, 
Raleigh, North Carolina 27699-9001. They may also be e-mailed to 
utilityAGO@ncdoj.gov. 

Information regarding this proceeding can be accessed from the Commission's 
website at www.ncuc.net under the docket number of this proceeding (i.e., W-218 
Sub 526). 

TEMPORARY MORATORIUM ON DISCONNECTION FOR NONPAYMENT AND 
PROVISIONS FOR PAYMENT ARRANGEMENTS 

In response to the COVID-19 public health crisis and to Governor Roy Cooper's 
Declaration of a State of Emergency (Executive Order No.116, March 10, 2020), the North 
Carolina Utilities Commission issued an Order on March 19, 2020 in Docket No. M-100, 
Sub 158 which addressed disconnections for nonpayment, reconnections, waivers of 
certain fees, interest, and payment arrangements. As early as March 13, 2020, Aqua 
North Carolina initiated actions consistent with the ultimate Commission Order and the 
Company joins other regulated utilities in strict compliance with the customer protection 
provisions set forth by the Commission. A complete copy of the Order may be found on 
the Commission website home page - https://www.ncuc.net. 
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The Commission also provided that, at the end of the State of Emergency, 
customers having arrearages accrued during the emergency period shall be provided the 
opportunity to make a reasonable payment arrangement over no less than a six month 
period and shall not be charged any late fees for late payment for arrearages accrued 
during the State of Emergency. (The Order does not relieve a customer of their obligation 
to pay bills for receipt of any utility service covered by the Order). 

I 

,tSSUED BY ORDER OF THE COMMISSION. 

This the day of July, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 

Janice H. Fulmore, Deputy Clerk 
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CERTIFICATE OF SERVICE 
 

The undersigned hereby certifies that a copy of the foregoing MOTION FOR 

APPROVAL OF AN ORDER APPROVING FORM OF REVISED NOTICES OF 

TEMPORARY RATES, SUBJECT TO AN UNDERTAKING TO REFUND 

PURSUANT TO G.S. 62-135, filed by Aqua North Carolina, Inc. in Docket No. 

W-218, Sub 526, has been served on each of the parties to this proceeding. 

This the 1st day of July, 2020.  

ATTORNEY FOR AQUA NORTH CAROLINA, INC.  
    Electronically Submitted 
 
    /s/Jo Anne Sanford  

North Carolina State Bar No. 6831 
Sanford Law Office, PLLC 

    Post Office Box 28085 
    Raleigh, North Carolina 27611-8085 

    Telephone: 919.210.4900 
    sanford@sanfordlawoffice.com 
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DOCKET NO. W-218, SUB 526 
 
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 
 
 In the Matter of  
Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North 
Carolina 27511, for Authority to Adjust 
and Increase Rates for Water and Sewer 
Utility Service in All Its Service Areas in 
North Carolina 

) 
) 
) 
) 
) 
) 

 
PARTIAL SETTLEMENT 

AGREEMENT AND 
STIPULATION 

 

 
Aqua North Carolina, Inc. (Aqua or the Company), and the Public Staff – 

North Carolina Utilities Commission (Public Staff) (collectively the Stipulating 

Parties), through counsel and pursuant to N.C. Gen. Stat. § 62-92 and Rule  

R1-24(c) of the Rules and Regulations of the North Carolina Utilities Commission 

(Commission), respectfully submit the following Partial Settlement Agreement and 

Stipulation (Stipulation) for consideration by the Commission in this proceeding. 

The Stipulating Parties hereby stipulate and agree as follows: 

I. BACKGROUND 

A. On December 31, 2019, Aqua filed an application with the 

Commission requesting authority to adjust and increase its rates for water and 

sewer utility services in all its service areas in North Carolina effective January 30, 

2020. 

B. On February 14, 2020, the Commission issued its Order Scheduling 

Hearings, Establishing Discovery Guidelines, and Requiring Customer Notice 

(Scheduling Order). Among other things, the Scheduling Order established the 

dates, times, and locations for six public witness hearings to take place in April 

2020 and an expert witness hearing to begin on June 23, 2020. 
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C. On March 31, 2020, to assist in preventing the spread of coronavirus 

and in response to Governor Roy Cooper’s Executive Order No. 121 imposing a 

statewide “stay at home” order until April 29, 2020, the Commission issued an 

order postponing the previously scheduled public witness hearings pending further 

order. 

D. On April 29, 2020, the North Carolina Attorney General’s Office (AGO) 

filed a notice of intervention in this docket pursuant to N.C. Gen. Stat. § 62-20. 

E. On May 12, 2020, the Public Staff filed a motion for extension of time 

to file its testimony until 5:00 p.m. on May 26, 2020, with the exception of the 

testimony of Public Staff witness John R. Hinton. On May 14, 2020, the 

Commission issued an order granting the Public Staff’s motion. Pursuant to the 

Commission’s order, the deadline for the Company to file its rebuttal testimony was 

extended to June 12, 2020, with the exception of the rebuttal testimony of 

Company witness Dylan W. D’Ascendis. 

F. On May 19, 2020, the Public Staff filed the testimony of Public Staff 

witness Hinton.  

G. On May 21, 2020, Aqua filed the revised exhibits to the direct 

testimony of its witnesses Shannon Becker and Edward Thill. 

H. On May 26, 2020, the Public Staff filed the testimony of its witnesses 

Michelle M. Boswell, Lindsay Darden, Lynn Feasel, D. Michael Franklin, Windley 

E. Henry, and Charles M. Junis. 
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I. On June 2, 2020, Aqua filed the rebuttal testimony of Aqua witness 

D'Ascendis. 

J. On June 11, 2020, Aqua filed a Petition for Approval of an Order 

Allowing Deferral of Revenues in Lieu of Rates Under Bond or, Alternatively, 

Notice of Intent to Place Temporary Rates in Effect Subject to a Refund Pursuant 

to G.S. 62-135 (Petition). 

K. On June 12, 2020, Aqua filed the rebuttal testimony of its witnesses 

Amanda Berger, Dean R. Gearhart, Paul J. Hanley, Joe Pearce and George 

Kunkel, and Edward Thill.  

L. Also on June 12, 2020, Aqua filed a motion for an extension of time 

until 12:00 p.m. on June 13, 2020, to file the joint rebuttal testimony of its witnesses 

Becker and Pearce. 

M. On June 13, 2020, Aqua filed the joint rebuttal testimony of its 

witnesses Becker and Pearce.1 

N. On June 15, 2020, Aqua filed the rebuttal testimony of its witness 

Gearhart with corrected Rebuttal Exhibit 1, and the joint rebuttal testimony of its 

witnesses Becker and Pearce with corrected Rebuttal Exhibits. 

O. On June 16, 2020, the Commission filed an Order Granting 

Extension of Time to File Rebuttal Testimony Nunc Pro Tunc allowing Aqua’s 

                                                
1 Because June 13, 2020, fell on a Saturday, when the Chief Clerk’s Office was closed, the joint 
rebuttal testimony of Aqua witnesses Becker and Pearce was not marked filed by the Chief Clerk’s 
Office until June 15, 2020, the next business day following June 13, 2020. 
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motion for an extension of time to 12:00 p.m. on June 13, 2020, to file the joint 

rebuttal testimony of its witnesses Becker and Pearce.  

P. Also on June 16, 2020, the Public Staff and the Attorney General’s 

Office filed a joint response to Aqua’s Petition filed June 11, 2020. 

Q. On June 19, 2020, Aqua filed revisions to the rebuttal testimony and 

exhibits of Aqua witnesses Berger and Thill. 

R. On June 22, 2020, the Public Staff filed the corrected testimony of its 

witness Junis and the corrected joint testimony and exhibits of its witnesses Henry 

and Junis. 

S. Subsequent to the filing of the Company’s application in this docket, 

the Public Staff engaged in substantial discovery of Aqua regarding the matters 

addressed by the Company’s application and further examined the relevant books 

and records of Aqua with respect to the Company’s application. The Public Staff’s 

discovery efforts spanned a period of months, entailed over 135 sets of multi-

question data requests directed to the Company, as well as informal follow-up 

questions. The Public Staff also reviewed North Carolina Department of 

Environmental Quality (DEQ) records. Due to the coronavirus outbreak and the 

”stay at home” order issued by North Carolina Governor, Roy Cooper, the Public 

Staff was unable to conduct site visits as of the time of the filing of this Partial 

Settlement Agreement and Stipulation. 
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T. Following completion of the Public Staff’s investigation of the 

Company’s application and accompanying documents, review of the results of its 

examination of the Company’s books and records, review of the Company’s 

responses to the Public Staff’s Data Requests and follow-up questions, and after 

the Public Staff filed its direct testimony on May 19 and 26, 2020, and the Company 

filed its rebuttal testimony on June 12 and 13, 2020, the Public Staff conducted 

additional discovery regarding the Company’s rebuttal testimony and the 

Stipulating Parties participated in multiple virtual meetings to discuss possible 

settlement. 

U. After settlement negotiations, in which concessions from their 

litigation positions were made by both parties, the Stipulating Parties were 

ultimately able to arrive at a partial settlement, the terms of which are reflected in 

the following sections of this Stipulation and the schedules and exhibits attached 

hereto. The Stipulating Parties agree and stipulate as follows:  

II. UNRESOLVED ISSUES BETWEEN THE STIPULATING PARTIES 

 The Stipulating Parties have not reached a compromise on the following 

issues: 

A. Conservation Pilot Program; 

B. Rate design; 

C. Water quality reporting; and 

D. The in-service date of plant and Aqua’s unitization process. 

III. REVENUE REQUIREMENT ISSUES RESOLVED BETWEEN THE 

STIPULATING PARTIES 
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The Stipulating Parties have reached an agreement regarding the following 

revenue requirement issues. The actual amount of the agreed-upon adjustments 

may differ due to the effects of the Unresolved Issues and/or updated information 

to be provided by the Company. The revenue requirement effects of the agreed-

upon issues are shown on Settlement Exhibit I. The revenue requirement effects 

of this Stipulation provide sufficient support for the annual revenue required on the 

issues agreed to in this Stipulation. Unless otherwise stated in this Stipulation, no 

Stipulating Party waives any right to assert a position in any future proceeding or 

docket before the Commission or in any court, as the adjustments agreed to in this 

Stipulation are strictly for purposes of compromise and are intended to show a 

rational basis for reaching the agreed-upon revenue requirement adjustments 

without either party conceding any specific adjustment. The Stipulating Parties 

agree that settlement on these issues will not be used as a rationale for future 

arguments on contested issues brought before the Commission. The areas of 

agreement are as follows: 

A. The test period for this rate case is the twelve months ending 

September 30, 2019, adjusted for certain changes in plant, revenues, and costs 

that were not known at the time the case was filed but are based upon 

circumstances occurring or becoming known through March 31, 2020. The salaries 

and wages, pensions and benefits, and payroll tax for Aqua NC employees were 

updated through March 31, 2020 based on the agreement of the Stipulating 

Parties.  
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B. The Stipulating Parties agree upon the difference in the calculation 

of the revenue requirement based on Company amounts [Line 2]. 

C. The appropriate long-term debt (LTD) cost is 4.21% [Line 3]. The 

capital structure is 50% long-term debt and 50% common equity. The Stipulating 

Parties agree that in consideration of a number of factors, including the impacts of 

the Coronavirus Pandemic on customers and the changing economic conditions, 

the appropriate return on common equity (ROE) to use in setting rates in this 

proceeding is 9.4% [Line 4]. The Stipulating Parties agree that the stipulated 

capital structure and stipulated levels of overall rate of return and rates of return 

on common equity and long-term debt are consistent with the requirements of 

N.C.G.S. § 62-133. 

D. The Stipulating Parties agree that Aqua will forego inclusion in rates 

in this proceeding of the 11 post-test year projects completed after the close of the 

March 31, 2020 update period [Line 5], subject to the following conditions: (1) rates 

will be set in this proceeding based upon Aqua’s actual allocated test year costs 

for Aqua Corporate Services and Aqua Customer Operations and (2) the Public 

Staff will not oppose the Company’s right to recover the reasonable and prudent 

costs of the 11 post-March 31, 2020 projects in the Company’s next rate case or, 

in the interim, to file a WSIC/SSIC application to recover the costs of any of the 

post-March 31, 2020 projects which qualify as eligible projects through a surcharge 

under N.C.G.S. § 62-133.12. The Stipulating Parties agree to the dollar adjustment 

on Line 5. 
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E. The Company accepts the Public Staff’s proposed adjustment to re-

allocate vehicles and accumulated depreciation related to those vehicles as set 

forth in the testimony of Public Staff witness Henry [Line 6]. 

F. The Company accepts the Public Staff’s proposed adjustment to 

post test year additions to accumulated depreciation [Line 7].2 This does not 

include post test year additions after March 31, 2020. 

G. The Company accepts the Public Staff’s proposed adjustment to 

remove accumulated depreciation related to future customers as set forth in the 

testimony of Public Staff witness Henry [Line 8]. 

H. The Company accepts the Public Staff’s proposed adjustment to 

accumulated depreciation related to vehicle allocations [Line 9]. 

I. The Company accepts the Public Staff’s proposed adjustment to 

accumulated depreciation for the WSIC/SSIC in service date [Line 10].2 

J. The Company accepts the Public Staff’s proposed adjustment to 

post test year additions to CIAC [Line 11]. 

K. The Company accepts the Public Staff’s proposed adjustment to 

post test year additions to accumulated amortization – CIAC [Line 12].2 

L. The Company accepts the Public Staff’s proposed adjustment to 

post test year additions PAA [Line 13]. 

M. The Company accepts the Public Staff’s proposed adjustment for 

Mid-South growth related PAA to March 31, 2020 [Line 14]. 

                                                
2 Following the filing of its testimony on May 26, 2020, the Public Staff made corrections to this 

adjustment. The Company accepts the Public Staff’s adjustment, as corrected. 
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N. The Company accepts the Public Staff’s proposed adjustment to 

post test year additions accumulated amortization – PAA [Line 15]. 

O. The Company accepts the Public Staff’s proposed adjustment to 

update advances for construction to March 31, 2020 [Line 16]. 

P. The Company accepts the Public Staff’s proposed adjustment to 

ADIT - post test year additions [Line 17]. This does not include post test year 

additions after March 31, 2020. 

Q. The Company accepts the Public Staff’s proposed adjustment to 

ADIT - unamortized rate case expense [Line 18]. This adjustment will be updated 

for actual and estimated rate case expense through the issuance of the 

Commission’s final order. 

R. The Company accepts the Public Staff’s proposed adjustment to 

Adjustment to ADIT - unamortized repair tax credit [Line 19]. 

S. The Company accepts the Public Staff’s proposed adjustment to 

ADIT - protected EDIT [Line 20]. 

T. The Company accepts the Public Staff’s proposed adjustment to 

update customer deposits to March 31, 2020 [Line 21]. 

U. The Stipulating Parties agree that no excess capacity ratemaking 

adjustment should be made in this rate case related to Aqua’s wastewater 

treatment plants (WWTPs) which serve the Company’s Carolina Meadows, The 

Legacy, and Westfall service areas [Line 22]. 

V. The Company accepts the Public Staff’s proposed adjustment to 

cash working capital [Line 23]. 
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W. The Company accepts the Public Staff’s adjustment for tank painting 

[Line 24]. 

X. The Company accepts the Public Staff’s adjustment to unamortized 

rate case expense [Line 25]. 

Y. The Company accepts the Public Staff’s proposed adjustment to 

depreciation study [Line 26]. 

Z. The Company accepts the Public Staff’s proposed adjustment to 

repair tax credit [Line 27]. 

AA. The Company accepts the Public Staff adjustments to remove the 

Johnston County unamortized transmission charge and revenue deficit [Lines 28 

and 29], consistent with the Commission’s decision in the Sub 497 rate case.   

BB. The Stipulating Parties agree with the Public Staff’s proposed 

adjustment related to deferred accounting on post-test year plant additions [Line 

30]. Therefore, the Stipulating Parties agree to the ratemaking adjustment shown 

on Line 30 

CC. The Company accepts the Public Staff’s proposed adjustment to 

average tax accruals [Line 31]. This adjustment will be updated for the final 

calculation of unemployment tax, regulatory fee, and property tax. 

DD. The Company accepts the Public Staff’s proposed adjustment to 

service revenues [Line 32]. Further, the Company withdraws its application for a 

conservation normalization factor.  
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EE. The Company accepts the Public Staff’s proposed adjustment to late 

payment fees [Line 33]. This adjustment will be updated based on the ongoing 

level of service revenues approved by the Commission. 

FF. The Company accepts the Public Staff’s proposed adjustment to 

uncollectibles and abatements [Line 34]. 

GG. The Company accepts the Public Staff’s proposed adjustment to 

remove capitalized labor [Line 35]. 

HH. The Company accepts the Public Staff’s proposed adjustment to add 

transportation regular payroll [Line 36]. 

II. The Stipulating Parties agree to an adjustment in the amount of 

($222,275) to remove four open positions and to update salaries and wages 

through March 31, 2020 [Line 37]. 

JJ. The Stipulating Parties agree to an adjustment in the amount of 

($5,043) to remove leave without pay [Line 38].  

KK. The Company accepts the Public Staff’s proposed adjustment to 

reflect actual standby and overtime salaries and wages [Line 39].2  

LL. The Public Staff agrees to withdraw its proposed adjustment to state 

bonuses related to EPS [Line 40]. This is consistent with the Commission’s 

decision in the Sub 497 rate case. 

MM. The Stipulating Parties agree to settle issues related to Executive 

Compensation and bonuses and Board of Directors compensation and expenses 

consistent with the Commission’s decision in the Sub 497 rate case by removing 

25% of such expenses requested in the Company’s application [Lines 41, 59, 60]. 
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With one exception involving Line 42, the Stipulating Parties agree that no further 

adjustments should be made in this case regarding allocations from Aqua 

Corporate Services and Aqua Customer Operations [Lines 42 and 45]. The 

Stipulating Parties agree to an adjustment in the amount of ($92,050) to Line 42 

related to open positions and terminations.  

NN. The Company accepts the Public Staff’s proposed adjustment to 

remove capitalized pensions and benefits [Line 43].  

OO. The Stipulating Parties agree to an adjustment of ($122,256) to 

remove four open positions and to update benefits through March 31, 2020, as 

discussed in Subparagraph DD above [Line 44]. 

PP. The Company accepts the Public Staff’s proposed adjustment to 

remove unqualified benefits from Corporate Sundries [Line 46]. 

QQ. The Company accepts the Public Staff’s proposed adjustment to fuel 

for production [Line 47]. 

RR. The Company accepts the Public Staff’s proposed adjustment to 

sludge removal [Line 48]. 

SS. The Company accepts the Public Staff’s proposed adjustment to 

purchased power [Line 49]. 

TT. The Company accepts the Public Staff’s proposed adjustment to 

materials and supplies [Line 50]. 

UU. The Company accepts the Public Staff’s proposed adjustment to 

testing [Line 51]. 
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VV. The Stipulating Parties agree to an adjustment of ($1,601) to 

contractual services – legal [Line 52]. 

WW. The Company accepts the Public Staff’s adjustment for contractual 

services – other – pump maintenance [Line 53]. 

XX. The Company accepts the Public Staff’s proposed adjustment to 

contractual services – other – corporate sundries [Line 54]. 

YY. The Company accepts the Public Staff’s proposed adjustment to 

contractual services – other – accrued expenses [Line 55].2 

ZZ. The Stipulating Parties agree that the Company’s stipulated 

insurance expense [Line 56] will be subject to a 50% true-up based on actual 

claims paid as a regulatory asset or liability, without a return or carrying costs, to 

be recovered in future rate cases.  

AAA. The Stipulating Parties agree that regulatory commission expense 

adjustment [Line 57] will be updated to represent actual rate case expenses, plus 

agreed upon estimated costs to complete the rate case proceeding. The 

Stipulating Parties also agree with the use of a three-year amortization in this case 

without a return or carrying costs on the unamortized balance. 

BBB. The Company accepts the Public Staff’s proposed adjustment to 

remove capitalized miscellaneous expense [Line 58]. 

CCC. The Company accepts the Public Staff’s proposed adjustment to 

remove unqualified miscellaneous expenses for corporate sundries [Line 61]. 

DDD. The Stipulating Parties agree to an adjustment of $14,150 to 

annualization and consumption [Line 62]. 
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EEE. The Company accepts the Public Staff’s proposed adjustment to 

Contra-OH allocations [Line 63]. 

FFF. The Company accepts the Public Staff’s proposed adjustment to 

amortized EDIT [Line 64]. 

GGG. The Company accepts the Public Staff’s proposed adjustment to 

payroll taxes [Line 65]. Payroll tax is subject to change when the salaries allocated 

from corporate service and ACO are changed and finalized. 

HHH. The Stipulating Parties agree to utilize a 15 percent adjustment for 

allowable purchased water loss in this case [Line 66]. Further, the Stipulating 

Parties agree to work toward development of a mutually-agreeable standard based 

upon the methodology for purchased water systems set forth in Aqua’s 

Pearce/Kunkle rebuttal testimony for implementation in the Company’s next 

general rate case, and to report the progress of those discussions in the next case. 

III.  The Stipulating Parties agree to an adjustment in the amount of 

$61,225 to contract services – other – temporary labor [Line 67]. 

JJJ. The Public Staff agrees to withdraw its proposed adjustment to the 

Johnston County purchased sewer rate [Line 68] which was proposed in the 

Company’s Item 18 update filed April 21, 2020, and has since been confirmed by 

the Public Staff. 

KKK. The Company accepts the Public Staff’s proposed adjustment to 

rounding difference [Line 69]. 

IV. AGREEMENT TO SUPPORT SETTLEMENT; NON-WAIVER. 

A. The Stipulating Parties will act in good faith to support the 
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reasonableness of this Stipulation in any hearing before the Commission and any 

proposed order or brief in this docket. The Stipulating Parties further agree that 

this Stipulation is in the public interest because it reflects a give-and-take partial 

settlement of contested issues. 

B. The provisions of this Stipulation do not reflect any position asserted 

by any of the Stipulating Parties, but reflect instead the compromise and settlement 

between the Stipulating Parties as to all of the issues covered hereby. No 

Stipulating Party waives any right to assert any position in any future proceeding 

or docket before this or any other Commission and in any court except insofar as 

the Commission is addressing litigation arising out of the implementation of the 

terms herein or the approval of this Stipulation. This Stipulation shall not be cited 

as precedent by any of the Parties with regard to any issue in any other proceeding 

or docket before this Commission or in any court. 

C. This Stipulation is a product of negotiation among the Stipulating 

Parties, and no provision of this Stipulation shall be strictly construed in favor of or 

against any Party. 

V. Introduction of Testimony and Waiver of Cross-Examination. 

A. Except for testimony and exhibits related to the Unresolved Issues, 

the pre-filed testimony and exhibits of the Stipulating Parties may be received in 

evidence without objection, and each Party waives all right to cross examine any 

witness with respect to such pre-filed testimony and exhibits. If, however, questions 

are asked by any Commissioner, or if questions are asked or positions are taken 
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by any person who is not a Stipulating Party, then any Stipulating Party may 

respond to such questions by presenting testimony or exhibits and cross-

examining any witness with respect to such testimony and exhibits. 

B. The Stipulating Parties agree that Aqua’s application, the testimony 

and exhibits of the Stipulating Parties, and this Partial Settlement Agreement and 

will provide sufficient support for the annual revenue requirement amounts agreed 

to herein, subject to the revenue requirement effect of the Commission’s decisions 

on the Unresolved Issues. 

VI. STIPULATION BINDING ONLY IF ACCEPTED IN ITS ENTIRETY  

 This Stipulation is the product of negotiation and compromise of a complex 

set of issues, and no portion of this Stipulation is or will be binding on any of the 

Parties unless the entire Partial Settlement Agreement and Stipulation is accepted 

by the Commission. If the Commission rejects any part of this Stipulation or 

approves this Stipulation subject to any change or condition, or if the Commission's 

approval of this Stipulation is rejected or conditioned by a reviewing court, the 

Stipulating Parties agree to meet and discuss the applicable Commission or court 

order within five business days of its issuance and to attempt in good faith to 

determine if they are willing to modify the Stipulation consistent with the order. No 

Party shall withdraw from the Stipulation prior to complying with the foregoing 

sentence. If any Party withdraws from the Stipulation, each Party retains the right 

to seek additional procedures before the Commission, including cross-examination 

of witnesses, with respect to issues addressed by the Stipulation and shall not be 

bound or prejudiced by the terms and conditions of the Stipulation. 
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VII. COUNTERPARTS 

This Stipulation may be executed in one or more counterparts, each of 

which shall be deemed an original, but all of which together shall constitute the 

same instrument. Execution by facsimile signature shall be deemed to be, and 

shall have the same effect as, execution by original signature. 

 The foregoing is agreed and stipulated to this the 1st day of July, 2020. 

Electronically Submitted 
 
Aqua North Carolina, Inc. 
 

 
  By:  _/s/__________________________________ 
    Shannon V. Becker 
    President 
 
 

Public Staff – North Carolina Utilities 
Commission 

 
  By:  _/s/__________________________________ 
 Christopher J. Ayers 
 Executive Director 
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Aqua North Carolina, Inc. Settlement Exhibit I
Docket No. W-218, Sub 526  

CALCULATION OF GROSS REVENUE
IMPACT OF PUBLIC STAFF ADJUSTMENTS
For The Test Year Ended September 30, 2019

Line Aqua Aqua Fairways Fairways Brookwood
No. Item Water [1] Sewer [1] Water [1] Sewer [1] Water [1] Total [2]

(a) (b) (c) (d) (e) (f)

1 Increase / (decrease) in total revenues per Company $4,044,422 $1,545,098 $113,289 $82,169 $1,001,869 $6,786,847

2 Difference in calculation of revenue requirement
   based on Company amounts (1,550) 1,648 (454) (894) (2,293) (3,543)

3 Adjust debt cost rate to 4.21% (27,721) (12,436) (680) (2,151) (5,421) (48,409)
4 Adjust return on equity to 9.40% (629,832) (282,543) (15,458) (48,875) (123,172) (1,099,880)
5 Adjustment to post test year additions to plant in service (223,380) (82,346) (788) (17,660) (232,767) (556,941)
6 Adjustment to allocate vehicle purchased (42,435) 18,194 7,491 4,877 11,873 0
7 Adjustment to post test year additions to A/D 13,852 (29,282) (2,263) (3,844) 118,220 96,683
8 Adjustment to remove A/D related to future customers 321 0 0 0 0 321
9 Adjustment to A/D for vehicle allocations 1,643 (655) (304) (198) (486) 0

10 Adjustment to A/D for WSIC/SSIC in service date (3,210) (996) 0 0 (249) (4,455)
11 Adjustment to post test year additions to CIAC (106,527) (126,451) (13,679) (19,319) (383) (266,359)
12 Adjustment to post test year additions to accumulated amortization - CIAC 37,976 49,535 4,782 4,568 3,173 100,034
13 Adjustment to post test year additions PAA 2,626 0 0 0 0 2,626
14 Adjustment for Mid South growth related PAA to 03/31/20 4,834 0 0 0 0 4,834
15 Adjustment to post test year additions accumulated amortization - PAA (1,291) 1,964 0 0 (5) 668
16 Adjustment to update advances for construction to 03/31/20 5,991 13,107 565 0 0 19,663
17 Adjustment to ADIT - post test year additions (7,133) 15,358 (553) 344 22,811 30,827
18 Adjustment to ADIT - unamortized rate case expense 622 1,639 (318) 254 8 2,205
19 Adjustment to ADIT - unamortized repair tax credit (1,132) (362) (29) (31) (180) (1,734)
20 Adjustment to ADIT - protected EDIT 6,190 1,634 472 301 1,368 9,965
21 Adjustment to update customer deposits to 03/31/20 184 66 18 0 99 367
22 Adjustment to remove excess capacity 0 0 0 0 0 0
23 Adjustment to cash working capital (4,363) (1,419) (488) (379) (849) (7,498)
24 Adjustment to tank painting 36,521 0 (307) 0 26,464 62,678
25 Adjustment to remove unamortized rate case expense (12,276) (3,090) (881) (560) (2,744) (19,551)
26 Adjustment to depreciation study 607 153 44 28 137 969
27 Adjustment to repair tax credit 2 6 (1) (5) 4 6
28 Adjustment to remove JoCO unamortized transmission charge 0 (55,997) 0 0 0 (55,997)
29 Adjustment to remove JoCO transmission revenue deficit 0 (32,309) 0 0 0 (32,309)
30 Adjustment to remove deferred accounting on post test year additions (148,651) (65,111) (229) (7,461) (54,484) (275,936)
31 Adjustment to average tax accruals (112) (69) 1 (6) (7) (193)
32 Adjustment to service revenues (355,983) (12,443) (12,747) 11,449 (17,784) (387,508)
33 Adjustment for late payment fees (611) (14) (18) 15 (60) (688)
34 Adjustment to uncollectibles and abatements 1,974 39 33 (25) 873 2,894
35 Adjustment to remove capitalized labor (215,884) (53,117) (2,628) (2,803) (18,240) (292,672)
36 Adjustment to add transportation regular payroll 585 0 44 0 131 760
37 Adjustment to update salaries and wages March 31, 2020 (146,782) (53,895) (4,235) (4,191) (13,172) (222,275)
38 Adjustment to remove leave without pay (3,330) (1,223) (96) (95) (299) (5,043)
39 Adjustment to reflect actual standby and overtime salaries and wages (26,624) 21,427 351 134 2,933 (1,779)
40 Adjustment to remove bonuses related to EPS 0 0 0 0 0 0
41 Adjustment to allocate executive compensation to shareholders (116,023) (30,489) (8,706) (5,560) (26,161) (186,939)
42 Adjustment ro reflect allocation from Corp Serv & ACO (57,504) (14,642) (4,169) (2,604) (13,132) (92,051)
43 Adjustment to remove capitalized pensions and benefits (526,383) (132,404) (6,548) (7,471) (46,324) (719,130)
44 Adjustment to update pensions and benefits to March 31, 2020 (80,884) (29,660) (2,298) (2,433) (6,981) (122,256)
45 Adjustment to reflect benefits allocated from Corporate Services 0 0 0 0 0 0

/A



Aqua North Carolina, Inc. Settlement Exhibit I
Docket No. W-218, Sub 526  

CALCULATION OF GROSS REVENUE
IMPACT OF PUBLIC STAFF ADJUSTMENTS
For The Test Year Ended September 30, 2019

Line Aqua Aqua Fairways Fairways Brookwood
No. Item Water [1] Sewer [1] Water [1] Sewer [1] Water [1] Total [2]

(a) (b) (c) (d) (e) (f)

46 Adjustment to remove unqualified benefits from Corporate Sundries (11,250) (4,821) (357) (357) (1,071) (17,856)
47 Adjustment to fuel for production (2,744) (7,083) 572 1,946 (1,516) (8,825)
48 Adjustment to sludge removal 0 (14,555) 0 (445) 0 (15,000)
49 Adjustment to purchased power 103,897 18,765 (934) (4,315) 9,067 126,480
50 Adjustment to materials and supplies 17,428 11,206 (1,241) 2,110 11,225 40,728
51 Adjustment to testing 0 (11,869) 0 (1,005) 0 (12,874)
52 Adjustment to contractual services - legal (994) (263) (76) (48) (220) (1,601)
53 Adjustment to contractual services - other - pump maintenance 0 (18,690) 0 1,697 0 (16,993)
54 Adjustment to contractual services - other- corporate sundries (42,150) (11,129) (3,217) (2,050) (9,318) (67,864)
55 Adjustment to contract services - other- accrued expenses (15,020) 0 0 0 0 (15,020)
56 Adjustment to insurance (84,532) 25,807 (14,455) 42 (29,930) (103,068)
57 Adjustment regulatory commission expense (161,833) (40,777) (11,628) (7,390) (36,160) (257,788)
58 Adjustment to remove capitalized miscellaneous expense (8,530) (4,181) (643) (287) (944) (14,585)
59 Adjustment to remove 25% BOD compensation from miscellaneous exp. (20,484) (7,542) (590) (590) (1,831) (31,037)
60 Adjustment to remove 25% BOD expenses from miscellaneous expense (374) (957) 363 145 1,001 178
61 Adjustment to remove unqualified misc exp. for Corporate  Sundries (6,523) (1,722) (498) (317) (1,442) (10,502)
62 Adjustment to annualization and consumption 26,766 (6,154) 1,715 (13,882) 5,705 14,150
63 Adjustment to Contra-OH allocations 907,386 229,674 11,665 12,853 79,196 1,240,774
64 Adjustment to amortized EDIT (97,916) (25,854) (7,472) (4,760) (21,646) (157,649)
65 Adjustment to payroll taxes (145,293) (5,041) (10,728) (3,717) (24,750) (189,529)
66 Adjustment to purchased water (62,448) 0 0 0 0 (62,448)
67 Adjustment to contract services - other- Temporary labor 46,458 0 46 0 14,721 61,225
68 Adjustment to purchased sewer 0 12,885 0 0 0 12,885
69 Rounding difference (11) (18) 4 (2) (1) (28)

70 Revenue impact of Public Staff adjustments (2,183,861) (758,501) (101,550) (124,968) (385,013) (3,553,893)

71 Increase / (decrease) per Public Staff $1,860,561 $786,597 $11,739 ($42,799) $616,856 $3,232,954

[1] Calculated by the Public Staff.
[2] Sum of Column (a) thru Column (e).
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STATE OF NORTH CAROLINA 

UTILITIES COMMISSION 
RALEIGH 

  
DOCKET NO. W-218, SUB 526 

 
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 
            In the Matter of 
Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North 
Carolina 27511, for Authority to Adjust and 
Increase Rates for Water and Sewer Utility 
Service in All Its Service Areas in North 
Carolina 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
 

PETITION FOR APPROVAL 
OF AN ORDER ALLOWING 
DEFERRAL OF REVENUES 
IN LIEU OF RATES UNDER 
BOND OR, 
ALTERNATIVELY, NOTICE 
OF INTENT TO PLACE 
TEMPORARY RATES IN 
EFFECT SUBJECT TO AN 
UNDERTAKING TO 
REFUND PURSUANT TO 
G.S. 62-135  

 NOW COMES AQUA NORTH CAROLINA, INC. (“Aqua” or “Company”), 

by and through the undersigned counsel, pursuant to North Carolina Utilities 

Commission (“NCUC” or “Commission”) Rules R1-5, R7-35, and R10-21, and 

presents two alternative requests to the Commission for its consideration with 

respect to the manner of rate recovery in this case, during the interim period from 

July 30, 2020 (when rates under bond could be implemented by the Company, 

pursuant to G.S. 62-135) and the point of entry of a final Order by the Commission 

in this case.  Aqua respectfully proposes a functional, simple, and fair deferral of 

revenue method for the Commission’s consideration in this unique circumstance.  

Described below, it offers the benefits of: certainty at the time of later imposition of 

the rate change; delay of charges in rates to a later point in time by when it is 

hoped that the economy and the nation’s health will be improved; avoidance of a 
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two-stepped rate increase process and the attendant confusion and possibility of 

refunds with interest; and a reasonable opportunity for the Company to avoid a 

significant, unrecoverable revenue loss between July 30th and the date of the 

Commission’s Final Rate Case Order.   

Under either method of cost recovery, Aqua shall remain strictly compliant 

with the Commission’s Order of March 19, 2020, in Docket M-100, Sub 158, with 

respect to suspension of disconnection, to waiver of interest on late payments, and 

to reconnection during the period of the State of Emergency (declared by Governor 

Roy Cooper on March 10, 2020, in Executive Order No. 116).  Further, at the 

expiration of the Commission’s Order, Aqua will comply with the Commission’s 

provisions concerning extended payment arrangements.  Nothing about a change 

in rates, standing alone, affects Aqua’s commitment and responsibility to adhere 

strictly to these consumer safeguards. 

Aqua’s ask here is essentially to request recovery for a regulatory asset 

which, in this case, is effectively the build-up of revenue that the Company would 

otherwise collect if it initiates its right to install rates under bond.  The recovery 

would be via an agreed-upon surcharge once the final order is released.  Aqua 

contends that the NCUC has authority to approve the use of a regulatory asset, as 

it has done so repeatedly over time, under certain circumstances and while 

exercising its oversight to assure fairness and accuracy.  

Alternatively, if  the Commission does not elect to authorize use of the 

revenue deferral mechanism, then Aqua respectively gives notice under 

G.S. 62-135 that the Company intends to place temporary rates in effect in three 
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of its five Rate Divisions1, subject both to an undertaking to refund and to this 

request for Commission approval of the Customer Notices and Undertaking to 

Refund attached hereto.  The implementation of temporary, partial rates subject to 

an undertaking to refund is authorized herein pursuant to G.S. 62-1352 and the 

Company seeks to have it effective for service rendered on and after Thursday, 

July 30, 2020.3  If the deferral mechanism is not available, then in compliance with 

the applicable statutory procedures regarding implementation of temporary rates, 

the Company requests approval of the attached Notices to Customers and 

Undertaking to Refund. 

In support of its alternative requests, Aqua states the following:   

1. On December 31, 2019, Aqua filed a Rate Case Application with the 

Commission in this docket seeking authority to adjust and increase its rates for 

providing water and sewer utility service in all of its service areas in North Carolina, 

effective for service rendered on and after January 30, 2020.  In Paragraph 14 of 

its Sub 526 Rate Case Application, Aqua stated that: 

Pursuant to the provisions of G.S. 62-135, Aqua hereby notifies the 
Commission that the Company intends to partially implement its proposed 
rates on a temporary, interim basis subject to refund, effective for service 
rendered on and after six months from January 30, 2020, assuming that the 
Commission: (a) suspends the operation of the Company's proposed rates 
as requested in this Application; and (b) has not entered a final order by that 
date.  Consistent with the customer notice provisions of G.S. 62-135(a), 
Aqua further requests that the Notices to Customers attached to the NCUC 
scheduling order hereafter issued in this docket include a specific provision 
which notifies customers that the Company intends to implement temporary 

 
1 Aqua Water, Aqua Sewer, and Brookwood Water Rate Divisions. 
2 G.S. 62-135 is entitled “Temporary rates under bond”. 
3 The date of July 30, 2020 is six months after the Company could have put into effect the rates 
requested in its December 31, 2019 Application, but for the Commission’s suspension of the rates 
and declaration of a general rate case. 
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rates under bond effective for service rendered on and after six months from 
January 30, 2020.4 
 
2. By its Rate Case Application, Aqua proposed to increase its tariffed 

rates and charges to produce additional gross revenues on a company-wide basis 

of $6,819,722, an 11.20% increase over the total revenue level generated by the 

rates currently in effect for the Company.   

3. On January 21, 2020, the Commission issued an Order declaring this 

proceeding to be a general rate case and suspending the proposed new rates for 

up to 270 days pursuant to G.S. 62-134.  On February 14, 2020, the Commission 

issued its Scheduling Order in this docket wherein it acknowledged Aqua’s intent 

to implement temporary rates on an interim basis, under bond and subject to 

refund, for water and sewer utility service rendered on and after July 30, 2020.  

The Commission also included the following notice provision in the Notices to 

Customers which Aqua was required to mail or hand deliver to all of its customers: 

RATES UNDER BOND 

   Pursuant to N.C.G.S. § 62-134, Aqua has requested a 
final order be issued within six months from January 30, 2020, 
the proposed effective date of new rates.  Otherwise, pursuant 
to N.C.G.S. § 62-135, Aqua intends to implement its proposed 
rates under bond on a temporary, interim basis subject to 
refund, effective for service rendered on and after six months 
from January 30, 2020, or July 31, 2020.5 

 

 
4 In Footnote 1 to the Sub 526 Rate Case Application, Aqua acknowledged and agreed that, in 
placing temporary rates in effect under bond, the Company would observe and abide by all of the 
statutory restrictions and requirements set forth in G.S. 62-135, including the 20% limitation 
specified in subparagraph (b) and the bonding and undertaking to refund provisions, including 
interest, specified in subparagraphs (c) and (d). 
5 The date of July 31, 2020, should have been stated as July 30, 2020. 

/A



  

5 
 

4. By the Scheduling Order, the Commission also scheduled six 

public hearings to receive testimony from Aqua’s customers.  As a result of the 

Coronavirus Pandemic, those hearings were subsequently cancelled by the 

Commission by Order dated March 31, 2020, and no replacement hearings have, 

to date, been scheduled.  This understandable and unavoidable delay will 

undoubtedly cause the Commission to be unable to issue a Final Rate Case Order 

prior to the July 30, 2020 date when the Company is entitled to place temporary 

rates in effect subject to refund.  Such delay is one of the critical underpinnings of 

the Company’s request as set forth in this Motion. 

5. G.S. 62-135(a) provides, in pertinent part, that: 

Notwithstanding an order of suspension of an increase in 
rates, any public utility except a common carrier may, subject 
to the provisions of subsections (b), (c), and (d) hereof, put 
such suspended rates into effect upon the expiration of six 
months after the date when such rate or rates would have 
become effective, if not so suspended, by notifying the 
Commission and its customers of its action in making such 
increase not less than 10 days prior to the day when it shall 
be placed in effect;… 

 
6.  G.S. 62-135(b) provides that: 

No rate or rates placed in effect pursuant to this section shall 
result an increase of more than twenty percent (20%) on any 
single rate classification of the public utility. 
 

7. G.S. 62-135(c) provides that: 

No rate or rates shall be placed in effect pursuant to this 
section until the public utility has filed with the Commission a 
bond in a reasonable amount approved by the Commission, 
with sureties approved by the Commission, or an undertaking 
approved by the Commission, conditioned upon the refund in 
a manner to be prescribed by order of the Commission, to the 
persons entitled thereto of the amount of the excess plus 
interest from the date that such were put into effect, if the rate 
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or rates so put into effect are finally determined to be 
excessive.  The amount of said interest shall be determined 
pursuant to G.S. 62-130(e).   
 

8. On May 8, 2020, Aqua withdrew its Application for approval of a 

WSIC/SSIC surcharge, which would have ostensibly provided some rate relief from 

July 1, 2020 forward, based upon the determination that customers and the 

Company were better served, during this time, by avoiding sequential changes to 

rates. 

9.  Aqua is able to forego implementation of temporary rates under bond 

if the Commission authorizes the Company to impose water and sewer customer 

surcharges (to be collected over a reasonable period of time for three of its five 

Water and Sewer Rate Divisions) on and after the date of entry of the NCUC's 

Final Rate Case Order to recover the incremental water and sewer rate increases 

which are ultimately found reasonable by the Commission, for the interim period 

of time extending between July 30, 2020, and the effective date of the rate increase 

granted in the Final Rate Case Order.6    

10.  Aqua readily acknowledges that the Company’s proposed deferral 

mechanism has not been used in this way before in North Carolina and that, to the 

Company’s knowledge, there is no specific precedent for it. However, the 

Company also submits that the Commission’s longstanding practice concerning 

the use of deferral methodologies has been characterized by the ability to utilize 

accounting mechanisms to deal with unusual and unique situations in a fair 

 
6 Aqua asserts that the Company’s alternative proposal, if approved by the Commission, would not 
require notice to customers at this time.  Notice of any approved customer surcharges would be 
given in the Commission-required Notices to Customers which will be attached to the Commission’s 
Final Rate Case Order. 
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manner, balancing ultimate good for ratepayers with the financial needs of 

Commission-regulated public utilities.  Such an opportunity presents in this case, 

where deferring the revenues from rates that would otherwise be put in place on 

July 30, 2020 can allow the Company to avoid implementing rates under bond---

which are authorized by statute and otherwise necessary for Aqua’s financial 

stability in North Carolina.    

11.  Aqua submits that the Company’s proposed deferred revenue 

alternative is clearly a more beneficial option for ratepayers, for whom the ultimate 

rate increase is delayed, and who will see no increase until there is the benefit of 

final review and decision by the Commission. It also balances the Company’s need 

for some assurance of ultimate recovery---at rates that will have been rigorously 

examined by the Commission and the public advocate agencies who are parties 

to the case---of substantial revenues otherwise lost during the intervening period 

from July 30, 2020, until issuance of the Commission’s final Order.  It is true that 

ratepayers would be entitled to a refund with interest if rates subject to an 

undertaking to refund are imposed that exceed the rates ultimately ordered, and 

thus they would ultimately be made whole. However, the deferred revenue 

methodology avoids the imposition of rates in a two-step process and provides the 

benefit of rate stability until there is certainty of final decision.  Additionally, during 

the interim, the nation’s economy and health have additional time to recover.  

12. In order for Aqua to implement temporary rates on July 30, 2020, 

notice must be provided to the Company’s customers prior to the effective date of 

the new temporary rates subject to an undertaking to refund.  To date, notice of 
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the Company’s general intent to implement temporary rates subject to refund has 

been made in the Company’s Sub 526 Rate Case Application, as well as in the 

Commission’s Scheduling Order and the Commission-required Notices to 

Customers.  Nevertheless, in order to ensure complete compliance with the 

statutory requirements of G.S. 62-135, Aqua hereby provides additional notice to 

the Commission of its intent to place partial, temporary rates and charges into 

effect on an interim basis effective for service rendered on and after July 30, 2020, 

if the deferred revenue mechanism is unacceptable to the Commission. These 

proposed temporary rates will be implemented subject to an Undertaking to 

Refund.  The Company would intend to provide additional notice to its customers 

by bill insert prior to the effective date of the new temporary rates subject to an 

Undertaking to Refund. 

13. By the temporary rates to be implemented subject to an Undertaking 

to Refund, the Company will increase its current rates and charges for its 

Aqua Water, Aqua Sewer, and Brookwood Water Rate Divisions by a total of 

$4,484,737, which represents 7.19%, 7.2%, and 12.6% temporary rate increases, 

respectively, for these three rate entities that are impacted.  (Aqua will forego 

implementing temporary rates subject to refund for the Company’s Fairways Water 

and Fairways Sewer Rate Divisions.)   

14. Consistent with G.S. 62-135(b), the proposed temporary rates to be 

implemented by Aqua effective July 30, 2020, are designed to produce $4,484,737 

of additional revenues on an annualized basis.  The interim rates placed in effect 

will not result in an increase of twenty percent (20%) or more for any single rate 
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classification.  The levels of temporary rates and charges planned to be made 

effective for water and sewer utility service for each customer class are attached 

hereto as Appendix A and Appendix B, which are the Company’s Proposed 

Notices to Customers of Temporary Rate Increase Subject to Undertaking to 

Refund for Aqua Water and Sewer customers and Brookwood Water customers, 

respectively.   

15. As another integral part of this Notice, Aqua also files an Undertaking 

to Refund consistent with the applicable provisions of G.S. 62-135(c) whereby the 

Company commits to make refunds, including interest at a rate specified by the 

Commission pursuant to G.S. 62-130(e)7, to its affected customers of any revenue 

over-recovery received under temporary rates.  The Company’s Undertaking to 

Refund is attached hereto as Appendix C. 

16. Aqua will calculate and apply the temporary rate increase subject to 

its Undertaking to Refund, and any applicable refunds, to the existing rate 

structures currently in place for each applicable Rate Division and for each 

customer class. 

WHEREUPON, Aqua respectfully requests that, unless the Commission 

authorizes and approves the use of the deferred revenue procedure described 

above (which is the Company’s preferred alternative), it approve the Proposed 

Notices to Customers (which include the temporary rates to be implemented 

effective for service rendered on and after July 30, 2020) and the Company’s 

Undertaking to Refund, attached hereto as Appendices A, B, and C, respectively.  

 
7 Aqua proposes that any refunds ordered by the Commission should include interest at the overall 
rate of return allowed by the Commission in its Final Rate Case Order in this case. 
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Under either of these options, Aqua respectfully requests a decision from 

the Commission as quickly as possible, so that, if temporary rates subject to an 

Undertaking to Refund are implemented, there will be sufficient time to provide 

customer notice prior to implementing the proposed temporary rates by July 30, 

2020. 

Aqua has sought the response of the Attorney General and the Public Staff 

in this matter.  Their drafting input into the wording of the Notices to Customers 

and the Undertaking to Refund has been incorporated in the attached documents, 

and they offer no objection as to form.  However, they both oppose the deferral 

revenue recovery mechanism and the Public Staff will respond to the Petition. 

Respectfully submitted this the 11th  day of June 2020.  

ATTORNEYS FOR AQUA NORTH CAROLINA, INC.  

    Electronically Submitted 
    /s/Jo Anne Sanford 

North Carolina State Bar No. 6831 
Sanford Law Office, PLLC 

    Post Office Box 28085 
    Raleigh, North Carolina 27611-8085 

    Telephone: 919.210.4900 
    sanford@sanfordlawoffice.com 
     
    /s/Robert H. Bennink, Jr. 
    North Carolina State Bar No. 6502 
    Bennink Law Office 
    130 Murphy Drive 
    Cary, North Carolina 27513 
    T: 919.760.3185 
    BenninkLawOffice@aol.com 
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Appendix A 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
  

DOCKET NO. W-218, SUB 526 
 
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 
            In the Matter of 
Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North 
Carolina 27511, for Authority to Adjust and 
Increase Rates for Water and Sewer Utility 
Service in All Its Service Areas in North 
Carolina 

) 
) 
) 
) 
) 
) 
 

NOTICE TO CUSTOMERS 
OF TEMPORARY RATE 
INCREASE SUBJECT TO 
UNDERTAKING TO 
REFUND 

TEMPORARY RATES SUBJECT TO UNDERTAKING TO REFUND 

 NOTICE IS HEREBY GIVEN THAT on December 31, 2019, Aqua North 
Carolina, Inc. (“Aqua” or “Company”) filed a Rate Case Application with the North 
Carolina Utilities Commission seeking authority to adjust and increase its rates for 
providing water and sewer utility service in all of its service areas in North Carolina 
effective for service rendered on and after January 30, 2020. 
 

In its Rate Case Application, Aqua notified the Commission that, pursuant 
to the provisions of G.S. 62-135, the Company intended to implement its proposed 
rates on a temporary, interim basis subject to refund, effective for service rendered 
on and after six months from January 30, 2020, assuming that the Commission: 
(a) suspended the operation of the Company's proposed rates as requested in the 
Application; and (b) had not entered a final order by that date.  Consistent with the 
customer notice provisions of G.S. 62-135(a), Aqua further requested that the 
Notices to Customers attached to the NCUC scheduling order should include a 
specific provision which notified customers that the Company intended to 
implement temporary rates under bond effective for service rendered on and after 
six months from January 30, 2020. 

 
The Commission previously required the Company to send Notices to 

Customers which contained notification of the dates, times, and locations of the 
public hearings scheduled in this case and, at Aqua’s request, customers were 
also notified of the Company’s intent to implement temporary rates under bond 
effective for water and sewer utility service rendered on and after July 30, 2020.  If 
ultimately found to be excessive by the Commission, these temporary rates are 
subject to refund to customers with interest at an interest rate to be ordered by the 
Commission.  
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This is a second notice regarding the temporary rates which Aqua will place 

in effect on or after July 30, 2020, as specifically allowed by state law in the Public 
Utilities Act; i.e., G.S. 62-135.  Aqua’s proposed temporary rates for all its service 
areas, with the exception of the Brookwood and LaGrange service areas in 
Cumberland and Hoke Counties and the Fairways and Beau Rivage (The Cape) 
service areas in New Hanover County, are as follows: 

 
WATER UTILITY SERVICE 

  
Monthly Metered Service (Residential and Commercial customers) Existing  Proposed 
   Base facility charge (zero usage, based on meter size)  Rates  Rates 
 <1” meter      $  19.25  $     21.04 
   1” meter       $  48.13  $     52.60 

  1-1/2” meter      $  96.25  $   105.20 
  2” meter      $154.00  $   168.32 
  3” meter      $288.75  $   315.60 

   4” meter      $481.25  $   526.00 
   6” meter      $962.50  $1,052.00 
 
 The base charges listed above apply to all Aqua North Carolina metered water systems except those 
in the Brookwood/LaGrange service areas in Cumberland and Hoke Counties and the Fairways/Beau Rivage 
(The Cape) service areas in New Hanover County. 
 
        Existing  Proposed 
 Usage charge, per 1,000 gallons        Rate  Rate  
   All service areas unless noted differently below   $    5.83  $    6.49 
 
Bulk Purchased Water Systems  
   Proposed base monthly charge same as above 
   Proposed usage charge per 1,000 gallons based on bulk water provider are unchanged. 
 
 
        Existing  Proposed 
Monthly Unmetered Service (flat rate)    Rates  Rates 

All service areas unless noted differently below 
 Residential customers     $  39.66  $  47.00 
 Commercial customers (per *REU)    $  67.42  $  74.87 

*(REU = Residential Equivalent Unit) 
        Existing  Proposed 
Water System Improvement Charge     Rate  Rate 
   All service areas unless noted differently below   2.69%     0.00% 
 
 The Water System Improvement Charge is applied to the total water utility bill of each customer under 
the Applicant’s applicable rates and charges. 
 

SEWER UTILITY SERVICE 
 
        Existing  Proposed 
Monthly Unmetered Service (flat rate)     Rates  Rates 
   All service areas unless noted differently below 
 Residential customers     $  72.04  $    77.49 
 Commercial customers (per *REU)    $100.86  $  106.94 
 *(REU = Residential Equivalent Unit) 
 
 
Commercial Monthly Metered Service and all Parkway Crossing and Park South Station Service Areas (based 
on metered water usage) 
   
Base facility charge (zero usage, based on water meter size) 

/A
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   All service areas unless noted differently below 
        Existing  Proposed 
        Rates  Rates    
 <1” meter      $     26.11 $     26.59 
   1” meter      $     65.28 $     66.48 
   1-1/2” meter      $   130.55 $   132.95 
   2” meter      $   208.88 $   212.72 
   3” meter      $   391.65 $   398.85 
   4” meter      $   652.75 $   664.75 
   6” meter      $1,305.50 $1,329.50 
 
Usage charge, per 1,000 gallons     $       8.92 $     10.18 
   All service areas unless noted differently below 
 
         Existing  Proposed 
Parkway Crossing and Park South Station Service Areas  Rates  Rates    
   Base facility charge (zero usage)          As shown above      As shown above 
   Usage charge, per 1,000 gallons     $     6.45  $     6.45 
 
 
Hawthorne at the Greene Apartments, Woodland Farm Rocky Ridge and Beaver Farms Service Areas – 
Mecklenburg County: 
        Existing  Proposed 
        Rates  Rates    
   Base facility charge (to be collected and delivered to Carolina  
   Water Service, Inc. of North Carolina for treatment of the 
   Wastewater), per month (per REU)    $   47.94  $   47.94 
   Usage charge, per 1,000 gallons     $     6.11  $     7.26 
 
         Existing  Proposed 
Sewer System Improvement Charge     Rates  Rates 
   All service areas unless noted differently    1.15%     0.00% 

 
 

The Public Staff is authorized by statute to represent consumers in 
proceedings before the Commission. Written statements to the Public Staff should 
include the name of the subdivision where the customer is receiving service, 
contact information, and any information that the writer wishes to be considered by 
the Public Staff in its investigation of the matter; these statements should be 
addressed to Mr. Christopher J. Ayers, Executive Director, Public Staff, 4326 Mail 
Service Center, Raleigh, North Carolina 27699-4326.  Written statements may also 
be faxed to 919-715-6704 or e-mailed to statements@ncuc.net.   

  
The Attorney General is also authorized by statute to represent consumers 

in proceedings before the Commission. Statements to the Attorney General should 
be addressed to The Honorable Josh Stein, Attorney General, 9001 Mail Service 
Center, Raleigh, North Carolina 27699-9001. They may also be e-mailed to 
utilityAGO@ncdoj.gov.    

 
Written statements are not evidence unless those persons appear at a 

public hearing and testify concerning the information contained in their written 
statements.  
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Information regarding this proceeding can be accessed from the 
Commission’s website at www.ncuc.net under the docket number of this 
proceeding.  

 
TEMPORARY MORATORIUM ON DISCONNECTION FOR NON-

PAYMENT AND PROVISIONS FOR PAYMENT ARRANGEMENTS 
 

In response to the COVID-19 public health crisis and to Governor Roy 
Cooper’s Declaration of a State of  Emergency (Executive Order No.116, March 
10, 2020),  the North Carolina Utilities Commission issued an Order on March 19, 
2020 in Docket No. M-100, Sub 158 which addressed disconnections for 
nonpayment, reconnections, waivers of certain fees, interest, and payment 
arrangements.  As early as March 13, 2020, Aqua North Carolina initiated actions 
consistent with the ultimate Commission Order and the Company joins other 
regulated utilities in strict compliance with the customer protection provisions set 
forth by the Commission.  A complete copy of the Order may be found on the 
Commission website home page - https://www.ncuc.net.   

 
The Commission also provided that, at  the end of the State of Emergency, 

customers having arrearages accrued during the emergency period shall be 
provided the opportunity to make a reasonable payment arrangement over no less 
than a six month period and shall not be charged any late fees for late payment for 
arrearages accrued during the State of Emergency. (The Order does not relieve a 
customer of their obligation to pay bills for receipt of any utility service covered by 
the Order). 

 
 
 

Issued by Order of the Commission this the _______ day of June, 2020. 
 

    NORTH CAROLINA UTILITIES COMMISSION 
 

Kimberley A. Campbell, Chief Clerk 
 
 
 
 

  

/A
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Appendix B 
 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
  

DOCKET NO. W-218, SUB 526 
 
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 
            In the Matter of 
Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North 
Carolina 27511, for Authority to Adjust and 
Increase Rates for Water and Sewer Utility 
Service in All Its Service Areas in North 
Carolina 

) 
) 
) 
) 
) 
) 
 

NOTICE TO CUSTOMERS 
OF TEMPORARY RATE 
INCREASE SUBJECT TO 
UNDERTAKING TO 
REFUND 

TEMPORARY RATES SUBJECT TO UNDERTAKING TO REFUND 

 NOTICE IS HEREBY GIVEN THAT on December 31, 2019, Aqua North 
Carolina, Inc. (“Aqua” or “Company”) filed a Rate Case Application with the North 
Carolina Utilities Commission seeking authority to adjust and increase its rates for 
providing water and sewer utility service in all of its service areas in North Carolina 
effective for service rendered on and after January 30, 2020. 
 

In its Rate Case Application, Aqua notified the Commission that, pursuant 
to the provisions of G.S. 62-135, the Company intended to implement its proposed 
rates on a temporary, interim basis subject to refund, effective for service rendered 
on and after six months from January 30, 2020, assuming that the Commission: 
(a) suspended the operation of the Company’s proposed rates as requested in the 
Application; and (b) had not entered a final order by that date.  Consistent with the 
customer notice provisions of G.S. 62-135(a), Aqua further requested that the 
Notices to Customers attached to the NCUC scheduling order should include a 
specific provision which notified customers that the Company intended to 
implement temporary rates under bond effective for service rendered on and after 
six months from January 30, 2020. 

 
The Commission previously required the Company to send Notices to 

Customers which contained notification of the dates, times, and locations of the 
public hearings scheduled in this case and, at Aqua’s request, customers were 
also notified of the Company’s intent to implement temporary rates under bond 
effective for water and sewer utility service rendered on and after July 30, 2020.  If 
ultimately found to be excessive by the Commission, these temporary rates are to 
refund to customers with interest at an interest rate to be ordered by the 
Commission.  
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 This is a second notice regarding the temporary rates which Aqua will place 
in effect on or after July 30, 2020, as specifically allowed by state law in the Public 
Utilities Act; i.e., G.S. 62-135.  Aqua’s proposed changes to the present water rates 
for its Brookwood/LaGrange service areas in Cumberland and Hoke Counties are 
as follows: 
 

WATER UTILITY SERVICE 
 
Monthly Metered Service (Residential and Commercial customers) Existing  Proposed 
   Base charge, per month (zero usage, based on meter size)  Rates  Rates 
 <1” meter      $    14.03 $     16.19 
   1” meter      $    35.08 $     40.48 
   1-1/2” meter      $    70.15 $     80.95 
   2” meter      $  112.24 $   129.52 
   3” meter      $  210.45 $   242.85 
   4” meter      $  350.75 $   404.75 
    6” meter      $  701.50 $   809.50 
 
Usage charge, per 1,000 gallons     $      3.76 $       4.62 
   All service areas unless noted differently below 
 
Bulk Purchased Water Systems  
   Proposed base monthly charge same as above 
   Proposed usage charge per 1,000 gallons based on bulk water provider are unchanged 

 
Existing  Proposed 

Monthly Unmetered Service (flat rate)    Rates  Rates    
All service areas unless noted differently below      

 Residential customers     $  33.17  $   37.65 
 Commercial customers (per *REU)    $  56.39  $   56.69 
 *(REU = Residential Equivalent Unit) 
 
        Existing  Proposed 
Water System Improvement Charge     Rate  Rate 
   All service areas unless noted differently below   3.57%     0.00% 
 
 The Water System Improvement Charge is applied to the total water utility bill of each customer under 
the Company’s applicable rates and charges. 

 
The Public Staff is authorized by statute to represent consumers in 

proceedings before the Commission. Written statements to the Public Staff should 
include the name of the subdivision where the customer is receiving service, 
contact information, and any information that the writer wishes to be considered by 
the Public Staff in its investigation of the matter; these statements should be 
addressed to Mr. Christopher J. Ayers, Executive Director, Public Staff, 4326 Mail 
Service Center, Raleigh, North Carolina 27699-4326. Written statements may also 
be faxed to 919-715-6704 or e-mailed to statements@ncuc.net.   

  
The Attorney General is also authorized by statute to represent consumers 

in proceedings before the Commission. Statements to the Attorney General should 
be addressed to The Honorable Josh Stein, Attorney General, 9001 Mail Service 
Center, Raleigh, North Carolina 27699-9001.  They may also be e-mailed to 
utilityAGO@ncdoj.gov. 
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Written statements are not evidence unless those persons appear at a 
public hearing and testify concerning the information contained in their written 
statements.  

  
Information regarding this proceeding can be accessed from the 

Commission’s website at www.ncuc.net under the docket number of this 
proceeding.  

 
TEMPORARY MORATORIUM ON DISCONNECTION FOR NON-

PAYMENT AND PROVISIONS FOR PAYMENT ARRANGEMENTS 
 

In response to the COVID-19 public health crisis and to Governor 
Roy Cooper’s Declaration of a State of  Emergency (Executive Order 
No.116, March 10, 2020), the North Carolina Utilities Commission issued 
an Order on March 19, 2020 in Docket No. M-100, Sub 158 which 
addressed disconnections for nonpayment, reconnections, waivers of 
certain fees, interest, and payment arrangements.  As early as March 13, 
2020, Aqua North Carolina initiated actions consistent with the ultimate 
Commission Order and the Company joins other regulated utilities in strict 
compliance with the customer protection provisions set forth by the 
Commission.  A complete copy of the Order may be found on the 
Commission website home page - https://www.ncuc.net.   

The Commission also provided that, at  the end of the State of 
Emergency, customers having arrearages accrued during the emergency 
period shall be provided the opportunity to make a reasonable payment 
arrangement over no less than a six month period and shall not be charged 
any late fees for late payment for arrearages accrued during the State of 
Emergency. (The Order does not relieve a customer of their obligation to 
pay bills for receipt of any utility service covered by the Order). 
 

 
Issued by Order of the Commission this the _______ day of June, 2020. 

 
 

    NORTH CAROLINA UTILITIES COMMISSION 
 

Kimberley A. Campbell, Chief Clerk 
  

/A
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Appendix C 
 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
  

DOCKET NO. W-218, SUB 526 
 
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 
            In the Matter of 
Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North 
Carolina 27511, for Authority to Adjust and 
Increase Rates for Water and Sewer Utility 
Service in All Its Service Areas in North 
Carolina 

) 
) 
) 
) 
) 
) 

 
UNDERTAKING TO 
REFUND OF AQUA NORTH 
CAROLINA, INC. 

 
NOW COMES AQUA NORTH CAROLINA, INC. (“Aqua” or “Company”) 

and files this Undertaking to Refund pursuant to G.S. 62-135(c). 

UNDERTAKING TO REFUND 
 

 Aqua North Carolina, Inc., by and through the undersigned Company 

President, makes this written undertaking to the North Carolina Utilities 

Commission that the Company will refund to its customers in its Aqua Water, 

Aqua Sewer, and Brookwood Water Rate Divisions using the current rate structure 

for any amount of temporary rates made effective on and after July 30, 2020, 

pursuant to G.S. 62-135, plus interest at a rate to be specified by the Commission 

pursuant to G.S. 62-130(e), as may finally be determined by the Commission to be 

excessive and as required by the Final Commission Rate Case Order in this 

docket.  Such refunds will be made consistent with any terms and conditions set 

forth by the Commission in its Final Rate Case Order. 

 This the ________ day of June, 2020. 
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__________________________________ 
      Shannon V. Becker, President  
      Aqua North Carolina, Inc. 
 
 
Sworn to and subscribed before me this 
the _______ day of June, 2020. 
 
________________________________________ 

Notary Public 
 
My Commission Expires: ____________________ 
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CERTIFICATE OF SERVICE 
 

The undersigned hereby certifies that a copy of the foregoing MOTION FOR 

APPROVAL OF AN ORDER ALLOWING DEFERRAL OF REVENUES IN LIEU 

OF RATES UNDER BOND OR, ALTERNATIVELY, NOTICE OF INTENT TO 

PLACE TEMPORARY RATES IN EFFECT SUBJECT TO AN UNDERTAKING 

TO REFUND PURSUANT TO G.S. 62-135, filed by Aqua North Carolina, Inc. in 

Docket No. W-218, Sub 526, has been served on each of the parties to this 

proceeding. 

This the 11th day of June, 2020.  

ATTORNEY FOR AQUA NORTH CAROLINA, INC.  
    Electronically Submitted 
 
    /s/Jo Anne Sanford  

North Carolina State Bar No. 6831 
Sanford Law Office, PLLC 

    Post Office Box 28085 
    Raleigh, North Carolina 27611-8085 

    Telephone: 919.210.4900 
    sanford@sanfordlawoffice.com 

     

 

 

   
 
 

 

/A
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-218, SUB 526 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
) 

APPENDIXC 

Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North Carolina 
27511 1 for Authority to Adjust and Increase 

· Rates for Water and Sewer Utility Service in All 
Its Service Areas in North Carolina 

) UNDERTAKING TO REFUND OF 
) AQUA NORTH CAROLINA, INC. 
) 
} 
) 

NOW COMES AQUA NORTH CAROLINA, INC. (Aqua or Company) and files this 
· Undertaking to Refund pursuant to N.C. Gen. Stat.§ 62-135(c) .. 

UNDERTAKING TO REFUND 

, . ', Aqua North Carolina, Inc., by and through the undersigned Company President, makes 
this written undertaking to the North Carolina Utilities Commission that the Company will refund 
to its customers in its Aqua Water, Aqua Sewer, and Brookwood Water Rate Divisions using the 
current rate structure for any amount of temporary rates made effective on and after July 30, 2020, 
pursuant to N.C.G.S. 62-135, plus 10% interest per annum, as specified by the Commission 
pursuant to N.C.G.S. 62-130(e), as may finally be determined by the Commission to be excessive 
.and as· required by the Final Rate Case Order in this docket. Such refunds will be made consistent 
with any terms and conditions set forth by the Commission in its Final Rate Case Order. · 

This the 1st day of July, 2020. 

Shannon V. Becker, President 
Aqua North Carolina, Inc. 

Swarn.~ and subscribed before me this the 
~~ day of July, 2020. · 

=~~~ Notary=---- . ·. 
My Commission Expires: ~ \~, ~&\. 
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~_.;,~ . '~. · -:-,,. Cou"'_..,, • ~~ ~,,;. '"' \ .. \~ ' 
: 1111111111111mn1111'~ 

I signed this notarial certificate on July 1, 2020, according to th~ emergency video . 
. notarization requirements contained in G.S. 10-8-25. · • 

. . . . 

Notary Public location during video notarization: . Wake County 
:· · Stated physical location of principal during video notarization: . Wake County 

. ·•. ' . . . . . 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
 

DOCKET NO. W-218, SUB 526 
 
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 
 
            In the Matter of 
Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North Carolina 
27511, for Authority to Adjust and Increase 
Rates for Water and Sewer Utility Service 
in All Its Service Areas in North Carolina 

) 
) 
) 
) 
) 
 

 
VERIFIED RESPONSE TO 
MOTION TO COMPEL 

 NOW COMES AQUA NORTH CAROLINA, INC. (“Aqua” or “Company”), by 

and through the undersigned counsel, and responds to the unverified Motion to 

Compel,  filed and served by the Public Staff (or “Staff”) on April 22, 2020.     In support 

of this Verified Response, Aqua respectfully shows the Commission the following: 

1. GENERAL RESPONSE.    

a) Although it is unfortunate that Aqua and the Public Staff have not 

been able to fully resolve their discovery difficulties, the current circumstance 

arises from a fairly traditional pattern: the Public Staff casts a broad net on 

discovery, searching for information that is either relevant or may lead to 

relevant information, the pace of the requests/production/exchanges of 

information accelerates sharply near the end of the discovery period, answers 

from the Utility beget more questions, the Utility ultimately objects to burden 

and lack of relevance, the Public Staff’s expansive demands request  

information the Utility does not have, and in the rush of it all, communication 

and understanding suffer.  

b) In spite of the Commission’s amended procedures requiring that 

testimony be filed with the Rate Case Application, the crush of discovery 

/A
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demands---some recently issued that relate to filings (including testimony) 

made in the December 31, 2019 Application---is at peak, as the Public Staff 

pushes to prepare to file its testimony by the approaching deadline.  Both Aqua 

and the Public Staff have worked courteously and responsibly, and continue to 

do so.  Aqua notes that no allegations of bad faith or inattention or lack of 

vigorous, committed efforts at compliance are legitimately any part of this 

conversation.  The Company has not “refused” to provide data.  It has in some 

instances been unable to meet all of the Public Staff’s requests, as the Staff 

couched them, even after diligent efforts to provide enormous amounts of 

information.  The Company has in some instances not been clear on the exact 

focus of the data requests.  In other instances, as information was exchanged, 

it was determined that the Public Staff requests needed to be re-cast.  And in 

some instances, the Company has, after concerted efforts to try to comply with 

the terms of the requests, concluded that: the information was not available;   

the request itself sought information not germane to the stated purpose of the 

inquiry; or that the request was unduly burdensome and/or unlikely to lead to 

any relevant results.  On some occasions the Company submits it has provided 

information that the Public Staff did not realize was available to them.  This is 

an ordinary by-product of the give and take as information is exchanged and 

better understood; and, for the most part, these issues have been appropriately 

resolved between the parties.  

c) The fact that Aqua intends to not only make its regularly-

scheduled WSIC/SSIC surcharge filing, but that it intends to ask for inclusion 

of meters in that filing, layers review of one request (WSIC/SSIC) into the same 

timetable as review of another request (inclusion in rate base of the named 
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projects).   The Company is attempting to accelerate production of WSIC/SSIC-

specific data responses.  However, the WSIC/SSIC filing is not complete (it will 

be made May 1st) and the Company has simply not always been able to comply 

with the entirety of the Public Staff’s rate case production demands on the 

timetable requested.  

d) Aqua regrets that this decision has been migrated to the 

Commission, and the Company continues without ceasing to provide 

information sufficient to satisfy the Public Staff’s questions and to explain 

accounting procedures that should be better understood. 

2. SPECIFIC RESPONSE TO MOTION TO COMPEL. 

a) Aqua respectfully responds to the concerns and allegations 

raised by the Public Staff’s Motion to Compel.  In the interest of time, the 

Company will not address and counterpoint each paragraph of the Public 

Staff’s Motion. Clearly, there is a disagreement or misunderstanding which 

Aqua seeks to address and remedy by this Verified Response and by 

continuing provision of data to the Public Staff, as well as by discussions. 

In the continued spirit of compromise and transparency, the 

Company in this Response and with its ongoing production of responses to 

data requests, will hopefully dispense with the need for determination of the 

Public Staff’s Motion by the Commission.  The Company remains committed 

to proactive discussions with the Public Staff to address the transfer of 

complex data files with large amounts of data and the essential need to 

navigate and understand what is being provided in these large files.  In 

addition, the Company remains committed to answering and discussing any 
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questions or concerns with the Public Staff when interpreting such data.  

Likewise, the Company will continue to follow up with the Public Staff to 

understand what the Staff is looking for to the extent the question may be 

unclear or open to interpretation.     

b) Based on Aqua’s understanding, the Motion to Compel 

surrounds two of the Public Staff’s discovery requests –  Data Requests 54 

and 82.  Aqua has provided updated information as recently as today to the 

Public Staff and respectfully submits that both Data Requests have been 

answered to the best of the Company’s ability.   

c) Data Request No. 54, Sub-Item 2.h1  

This Data Request Item concerns the Company’s WSIC/SSIC 

surcharge filing which is to be made on May 1.  The Company has been 

unable to meet the Public Staff’s request to provide a Sub-Item 2.h filing, or 

the data supporting it, prior to its final review and internal management 

approval of such filing.  That said, the Company reports that after further 

clarification and discussion with Public Staff, it is the Company’s belief that 

what the Staff was specifically looking for in satisfaction of Sub-Item 2.h 

includes the Company’s internal “Engineering Project Closure” forms, 

contractor estimates of progress and change orders related to the 

WSIC/SSIC application that will be filed on May 1, 2020.  This 

documentation was provided to the Public Staff today, April 24, 2020.  Out 

 
1 With today’s submission of the information required by Sub-Item 2.h of Public Staff DR No. 54, 
the Company believes it has now provided all of the information requested by the Staff in each of 
the nine Sub-Items of that DR. 
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of an abundance of caution and to make sure there is no 

miscommunication, the Company will follow up with Public Staff to confirm 

that this Sub-Item response has been fully satisfied.  Additionally, the 

Company is working diligently to not only prepare the WSIC/SSIC filing, but 

also to accelerate the provision of any additional, specifically requested data 

pertaining to it, of the sort that is normally requested by the Public Staff in 

review of WSIC/SSIC projects. 

d) Data Request No. 54, Item 3    

It is the Company’s understanding that the Public Staff will not need 

any additional responses to DR No. 54, Item 3 if the Staff is satisfied with 

the information provided by Aqua in response to DR No. 82.  

e) Data Request No. 82 

The Public Staff contends that DR No. 82 is necessary for a number 

of reasons outlined in the Motion to Compel. Those reasons will not be 

repeated here, and the Company will not address germane issues related 

to relevance or undue burden.     

Aqua has repeatedly attempted to answer this DR Item covering 

63,000 assets placed in service since 2015.  As recently as the date of the 

Public Staff’s filing of the Motion to Compel, the Company produced 

additional information in hopes of satisfying this request.  A technical issue 

left blank the date fields for assets placed in service in March 2020. That 

data, to the extent available, was provided today in an update to the original 

file.  Additionally, the Company today included in its transmittal to the Public 
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Staff a narrative that includes explanations of the date fields of specific 

interest to the Public Staff and why some of the information requested is not 

now, nor has it ever, been available.   The Company has provided all 

information that is or can reasonably be made available.  To the extent that 

any data sought has not been provided, it is because the Company does 

not have it.     

First, as requested by DR No. 82, Aqua has provided the following 

for each rate entity and each month during the calendar years of 2015, 

2016, 2017, 2018, 2019, 2020 (actual through March and budgeted), and 

2021 (budgeted): 

 List of all capital projects, by category – Provided 04/20/20 

 Total cost of the project – Provided on 04/20/20 

 Primary plant account (e.g., 320300 – Water Treatment 
Equipment or 354000 – Structures & Improvements) – Provided 
04/20/20 

 Date of completion - Provided 04/22/20 and 04/24/20, to the 
extent available 

 Date placed in service - Provided 04/22/20 and 04/24/20, to the 
extent available 

 Date recorded/booked for accounting - Provided 04/20/20 

 Activity description (e.g., main/service replacement, Fe/Mn filter, 
generator, hydro tank replacement, etc.) – Provided 04/20/20 

 System name – Provided 04/20/20 and 04/24/20 

Secondly, Aqua does not have in-service and completion dates for 

routine projects.  The Company often refers to these projects as “blanket” 

projects.  This is a utility term of art that generally describes unplanned but 

very routine projects that the utility accomplishes on a regular basis.  [For 
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example, repairing or replacing a section of water pipe to address a main 

break.]  They are not lengthy projects and are generally started and 

completed in one month.  Costs associated with these transactions are 

recorded and capitalized in the same month via an automated process due 

to the volume of separate transactions and the requirement that these costs 

be recorded by system.  For these types of projects, Aqua’s tracking system 

does not track the data that the Public Staff is seeking.  Aqua has explained 

this to the Public Staff previously and is requesting additional opportunity to 

explain how and why the accounting system works as it does, including the 

extent to which the current system is influenced by regulatory requirements. 

3. ADDITIONAL PROCEDURAL CONCERNS. 

Finally, and significantly, Aqua is fully prepared to defend against the 

innuendo [that apparently needs to be confirmed with more discovery data, 

and/or explanation regarding why additional data is not available] that the 

Public Staff has asserted in the Motion to Compel.  The Company is very 

concerned with the Public Staff’s suggestion  of a potential issue of 

misconduct, in the comments in paragraph 21 at pages 9-10, wherein the 

Staff gives an example of why it needs certain information.  The Public 

Staff’s effort to support the Motion to Compel is transformed into something 

more serious by this publication, made as a collateral comment in a 

discovery dispute.   

Whether intended or not, comments about  a “pattern” of behavior, 

“inflating rate base,” and the legitimacy  of the Company’s bases for not 

responding to requests by the Public Staff require review by Aqua’s 
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management and likely other responses. The Company is preparing to go 

back in time, again, to defend itself and its accounting practices---against 

either innuendo or allegation.  Aqua will not further discuss this issue here, 

because, if it is an issue, it is best deferred for later articulation in testimony, 

rebuttal, and at hearing.  However, the Company’s serious concern about 

the insinuation from the language used by the Public Staff is that it is unduly 

prejudicial at this point, and that the mere inclusion of it in a public document 

by the Staff raises serious other issues of credibility for the Company.   

 WHEREFORE, Aqua respectfully requests that the Commission direct Aqua 

and the Public Staff to meet to discuss whether there are in fact any remaining 

outstanding differences to be resolved by the Motion to Compel, and to report back to 

the Commission.   

Respectfully submitted this the 24th day of April 2020.  

ATTORNEYS FOR AQUA NORTH CAROLINA, INC.  

    Electronically Submitted 
    /s/Jo Anne Sanford 

North Carolina State Bar No. 6831 
Sanford Law Office, PLLC 

    Post Office Box 28085 
    Raleigh, North Carolina 27611-8085 

    Telephone: 919.210.4900 
    sanford@sanfordlawoffice.com 
     
    /s/Robert H. Bennink, Jr. 
    North Carolina State Bar No. 6502 
    Bennink Law Office 
    130 Murphy Drive 
    Cary, North Carolina 27513 
    T: 919.760.3185 
    BenninkLawOffice@aol.com 
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VERIFICATION 

Shannon V. Becker, being duly sworn, deposes and says: 

That he is the President of Aqua North Carolina, Inc.; that he is familiar with 

the facts set out in this VERIFIED RESPONSE TO MOTION TO COMPEL filed by 

Aqua North Carolina, Inc. in Docket No. W-218 Sub 526; that he has read the 

foregoing Response and knows the contents thereof; and that the same is true of 

his knowledge except as to those matters stated therein on information and belief, 

and as to those he believes them to be true. 

NORTH CAROLIN~ o.... n 

COUNTY OF lcJ~ 
--"--"----

Sworn to and subscribed before me this 
the ~L\-\-V'-.. day of April 2020. 

~fL~o~~ RobynE.Lamth 
Notary Public 

My Commission Expires: ~~7 :2\.0;:}, \ 



 

10 
 

CERTIFICATE OF SERVICE 
 

The undersigned hereby certifies that a copy of the foregoing VERIFIED 

RESPONSE TO MOTION TO COMPEL, filed by Aqua North Carolina, Inc. in 

Docket No. W-218, Sub 526 has been served on the Public Staff, North Carolina 

Utilities Commission, by hand delivery or electronic transmission to Megan Jost, 

Staff Attorney.  

This the 24th day of April 2020.  

ATTORNEY FOR AQUA NORTH CAROLINA, INC.  
    Electronically Submitted 
 
    /s/Jo Anne Sanford  

North Carolina State Bar No. 6831 
Sanford Law Office, PLLC 

    Post Office Box 28085 
    Raleigh, North Carolina 27611-8085 

    Telephone: 919.210.4900 
    sanford@sanfordlawoffice.com 
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Process Overview 
This section is an overview of the billing analysis and rate design process in general tenns for the 
rate case filed 12/31/2019. Individual actions, calculations, and files and their structure are 
described in later sections. Do not try to follow this overview section by looking at Excel files; 
rather read this section to get the overall idea of the process and then look at Excel files when 
they are referenced and explained in the sections that follow. Before opening Excel files, read the 
appendix about file interdependencies. 

• Billing data is received from Aqua's billing system for three 12-month periods. Data for 
each bill includes the number of billed-months and, where appropriate, usage. The 
annual quantities of bills and volume of usage are called billing determinants (BDs). 

• The data is smmnarized by month by class and billing category (usually meter size or 
other characteristic) and tariff rate treatment. 

e The most recent 12-month period is called the test year (or sometimes base year). Before 
proceeding, the test year billing detenninants are tested to ensure that they are reasonably 
accurate; this is done by applying to them the billing rates which were in effect over the 
12-month test year and comparing the resulting expected calculated revenue to the 
revenue which was booked in that period. 

• In rare cases when anomalies occurred in the test year billing for some customers, the test 
year BDs are then "normalized" so that they become representative of a 12-month period. 

• To project BDs to a pro fonna period, anticipated customer growth for a six-month 
period is applied to the nonnalized determinants to develop the number of projected 
annual bills and projected usage, and then the resulting usage is adjusted by a factor to 
increase or decrease it based on considerations of past and/or cunent averages and trends. 

e The proforma billing determinants are applied to the rates in effect at the time of the 
filing to calculate "Pro Fonua Revenue at Present Rates". This is the amount ofrevenue 
which could be anticipated if there were no change of rates and if the projected proforma 
BDs actually occur. 

• A revenue requirement is calculated ( outside of the billing analysis and rate design 
process) based on expenses, rate of return on equity, taxes, fees, etc. 

• If there are no changes proposed to the rate structure, proposed rates can be designed by 
spreading the total pro forma revenue requirement over the projected pro forma BDs; but 
if the rate structure is proposed to change, then a modified set of BDs called Pro Fonua at 
Proposed Rates BDs is calculated and used to spread the revenue requirement. 

• Finally, a "proof of revenue" is done by applying the proposed rates to all the projected 
pro fonna BDs by class, size, category, etc. The resulting calculated revenue sum should 
be equal to the proposed revenue requirement within a reasonable percent difference 
which inevitably occurs due to rounding of the rates. 

BD Analysis, Projection, and Rate Design Files 
There are two Excel files (one for Water systems and one for Sewer systems) wherein the billing 
determinants are compiled, calculated, and combined into the Exhibits F, H, and J for the MFR. 

Aside (to be covered in more detail later): 
• Exhibit F shows the historical test year BDs by month, by test year total, Normalized, and 

Pro Fonua at the present rate structures. 
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• Exhibit H shows the BDs and calculated revenues for the test year, pro fomia at present 
rates, and pro forma at proposed rates. 

The names of the two billing determinants files start with "NC WT BD" and "NC SW BDs", and 
the names end with the time period that they cover, e.g., "3YE 2019 09", meaning "the 3 Years 
Ending with the 9th month of 2019". Thus, the two files produced for this rate case are named 

[NC WT BDs 3YE 2019 09.xlsx] 
[NC SW BDs 3YE 2019 09.xlsx] 

The "WT" file contains sets of tabs for three tariff groups: ANC Water, Brookwood Water, and 
Fairways Water. 
The "SW" file contains sets of tabs for two tariff groups: ANC Sewer and Fairways Sewer. 

Each set of tabs has tab names beginning with the abbreviation of a tariff group (viz., ANC, 
Brkwd, or Frwys) represented by "mm" in this narrative. 

Customer Growth Tab 

Aqua provided total customer counts by tariff group (3 WT & 2 SW) as of the ends of Mar & Sep 
2019. We can assume the difference is a typical 6 months of growth and can be added it to the 
9/30/19 (end oftest year) numbers to get 3/31/2020 projected proforma customers. The growth 
data within a tariff group was divided over the two or three largest rate code entities in proportion 
to their number of premises. These proforma 6-month growth customers are multiplied by 12 to 
calculate the pro forma annual additional bills expected, and these annual figures are looked-up 
from other tabs by means of SUMIFS fonnulas. This calculation is provided as a preliminary 
indicator of the customer count as of the post-test year end date and is subject to true-up in 
creation of final rates. 

Rate Table Tabs 

Each BD file ( one WT and one SW) has tabs showing tariff rates that were in effect during the 3-
year analysis period, in tables by tariff, class, and size; one table shows rates effective 10/1/16-
12/17 /18, and the other shows rates effective 12/18/18-9/30/19. The WT file has a third tab 
containing usage charges for all the water providers. The rates in all these tables flow to other 
tabs when needed for display and/or calculations by means of INDEX/MATCH lookup functions. 

TY Revenue Tabs 

Each BD file ( one WT and one SW) has a tab containing test year revenues by account per the 
General Ledger (G/L). These revenues are looked-up from other tabs by means of SUMIFS 
fonnulas. This tab is included in the file to minimize the number of external files that must be 
linked. 

Trend Summary Tab 

To adjust pro fonna projected usage for Water, the NCUC Staff has historically used an 
adjustment factor to move actual Test Year average usage per bill to the level of the past 3-year 
average usage per bill. Due to declining average usage ("conservation") for most areas over more 
than 10 years, using this 3-year averaging factor has consistently over-estimated post-rate case 
consumption resulting in the company earning less than its authorized rate of return. The 
company controller, Edward Thill, provided the 'Trend Summary' tab which contains 3-years of 
average usage data and calculations for Conservation Normalization Factors for each tariff group. 
These factors are linked to an Exhibit Fw page where they are combined with the traditional 3-
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year average usage data to get a factor that is used in the BD Data tabs for a pro forma usage 
adjustment there. 

BDData Tabs 
This section covers the BD Data tabs, which are where important data resides and complex 
calculations are perfonned for each tariff entity. The tabs are named 'ANC BD data', 'Brkwd BD 
data' and 'Frwys BD data' in the Water file, and 'ANC Swr data' and 'Frwys Swr data' in the 
Sewer file. They are referred to in general in this document as the 'nnn BD data' tabs. 

In each set of tabs, the 'mm BD data' tab contains the 36 months of bills and usage broken down 
by Rate Code, Class and Size Code. 

Note: 
I say "size code" here because flat rate and availability customers with no meters or no 
known meter size have a code differentiating them for rate purposes, such as "FR.r" for 
"Flat Rate -Residential" and "Av.M" for "Availability billed Monthly". In this narrative 
I will use the tenn "size" rather than "size code" for brevity. 
Note: 
In order to be able to s01i data by size easily in Excel, for fractional meter sizes I use 
"0.625" for 5/8 inch, "0.75" for 3/4 inch, and "1.5" for 1 & 1/2 inches. 

These tabs have much more of a function than just presenting historical data. They also have 
calculations for nonnalization, pro forma projects, and revenue calculation as described in the 
following subsections. 

Bills and Usage 

Flowing from left to right within the 'nnn BD data' tabs, the three one-year periods are shown 
oldest first, and the periods are labeled TY-2, TY-1 and TY (for 2 years prior to the Test Year, 1 
year prior to the Test Year, and Test Year.) Totals for each period are summed at the end of each 
12 months, and those three totals are linked to three side-by-side columns further to the right for 
ease of comparison. 
BDs are shown in groups by rate code and size. I will refer to these groups as rate code groups or 
rate code entities. 

Calculation of Test Year Revenue based on TY BDs 

For each of the groups of BDs (i.e., by Rate Code, Class, Size) the appropriate tariff rates for 
2018 and 2019 are shown in two adjacent columns (see "Rate Table Tabs" section.) BDs for 
months in 2018 are multiplied by the 2018 rates and BDs for the months in 2019 are multiplied 
by the 2019 rates, and the sum of those two multiplications is a fair representation of the expected 
test year period Billed Revenue. Since there was a rate change effective Dec 18, 2018 and since 
billing dates for customers vary across each month, there will inevitably be differences between 
expected Billed Revenue calculated this way and Booked Revenue in the General Ledger (G/L). 
But if the difference is reasonably small, say around 1 % or less, comparing this "Billed Revenue 
Calc'd" with corresponding "Booked Revenue" figures (adjusted for removing Unbilled and 
other 11011-BD related amounts), then the TY BDs in the 'nnn BD data' tab is considered 
sufficiently accurate for rate making. The comparison is shown in MFR Exhibit H, but the 
revenue calculations are done in these columns of the '1mn BD data' tabs. 

Note: 
Rates are displayed as per billed-month and per 1000 gallons (kGals). A rate for service 
billed annually would appear as 1/12 of the tariff rate, and a quarterly billed rate would 
appear as 1/3 of the tariff rate. Similarly, the billing determinants for one annual bill 
would be displayed as 12 billed-months. This allows simple and consistent 
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multiplication of annual billed-months by the rate per billed-month to arrive at annual 
revenue for all rate codes. 

Normalization 

The "Nonualized" column of the 'nnn BD data' tabs calculates bills and usage that should be 
representative of a 12-month period using the last month's bill or customer data. In cases when 
anomalies occurred within the test year billing for some customers (non in this filing) or there 
were changes to meter sizes or rate codes (about 10 in this filing), the test year BDs are 
normalized manually in that column and those changes are highlighted in color. For the other 
rate codes, the number of bills in the last month of the test year is multiplied by 12 months to get 
a normalized test year annual count for that rate code. The normalized usage is then calculated by 
multiplying the nonualized annual count by the average usage per bill of the rate code entity. 

Pro fon1ta Organic Growth 

The "Grwth AnBills" column shows the pro fonua ammal additional bills calculated on the 'Cust 
Growth' tab (described in another section), and the sum of that growth in bills plus the 
normalized bills is calculated in the "Pro Forma" column. That sum is multiplied by the 
Normalized column's Average usage per bill to get an intermediate value of pro fonua usage, but 
that intermediate value is not displayed because the complete formula then performs a usage 
adjustment as described next. (Remember that there are very few manual normalizations, so for 
most rate code entities the intermediate usage value is the same as that of the normalized 
column.) 

Pro Forma Usage Adjustment 

As explained in the "Trend Summary Tab" section of this narrative, a consumption adjustment 
factor for each of the three Water tariff entities is linked into a cell (in Row 1) on the 
corresponding 'nnn BD data'. That factor is applied to all of the intenuediate usage values (as 
just described), and the resulting adjusted usage values are shown in the "Pro Forma" column. 

Pro Forma Tariff Structure Changes 

Pro forma billing detenninants are used to calculate expected revenue at Present rates, then to 
calculate a Proposed rate design, and then to calculate expected revenue at Proposed rates. If 
there are no changes to the rate strncture are proposed, the pro fonua BDs are the same for all 
these calculations; otherwise, a second set of pro foma BDs are developed, and they are called 
Pro Fonua Proposed BDs. 

In this rate case some rate strncture changes are proposed: · 
• Sewer customers in the Woodland Fann Rocky Ridge subdivision have treatment 

provided by Carolina Water. They have been billed at the Aqua flat rate but should be 
billed at the same measured rate as other Carolina Water purchased sewer customers. 
(Public Staffs C. Junis pointed this out in 2018 but is was agreed that it was too late to 
make a change then because the customers had not been "Noticed".) At Present Rates 
they are billed flat rate with no usage component in their BDs, but at Proposed Rates their 
BDs have a usage component. To accommodate this, the 'ANC Swr data' tab in the file 
[NC SW BDs 3YE 2019 09.xlsx] has an additional colmm1 for those BDs named "PF 
Prpsd" (after the usual "Pro Fonua" column). Exhibits Fs and Hs for ANC sewer also 
have a similar additional column to show PF Proposed BDs. 

• Tiered Water rates with inclining blocks are being proposed for Residential and Irrigation 
customers in some areas of ANC and all of Fairways. (This will be explained in more 
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detail in other sections.) Because of the complexity of the calculations, Pro Forma BDs 
at Proposed Rates could not be calculated and shown on the 'mm BD data' tabs, but they 
are shown on Exhibits Fw and Hw. 

-=-=-=-=- This is the end of the section covering the '111111 BD data' tabs=-=-=-=-= 

MFR Exhibits Related to Billing Determinants and Rate 
Design 

MFR tab locations - why different 
There are tabs in the BD files for three MFR Exhibits: F, H, and J. Typically, they are in the file 
only temporarily so they can be worked on prior to the rest of the MFR being ready to include 
them. The preliminary rate design calculations using hypothetical revenue requirements are done 
first within the BD files on preliminary Exhibit H. When the MFR work has progressed to the 
calculation of a proposed revenue requirement, the tabs for Exhibits F, H, and J would usually be 
copied from the BD file to the MFR file and relinked to tabs in the MFR file. In this filing, the 
calculations for introducing Tiered Water rates (with inclining blocks) were so complex that it 
was better to keep those three exhibits in the NC WT BDs file for ANC and Fairways. Only 
Brookwood Water Exhibits F, H, & J were copied to the Brookwood MFR file (leaving the 
preliminary versions remaining in the NC WT BD file); for the other tariff entities, the only 
versions of these three exhibits are in the NC WT BD and NC SW BD files. 

Exhibit F Tabs 
The title of Exhibit Fis "Billing Analysis - Quantities." Displayed on this exhibit are bill and 
usage quantities broken down in rows by class, size and rate structure and by columns by month 
for the test year, total test year, normalized test year, and pro fonna (present rates). (For ANC 
Sewer I added a column for pro fonna at Proposed rates to show effects of changing the rate 
structure of Woodland Farm as explained elsewhere herein.) 

The BD quantities are brought to the Ex F tabs from the 'mm BD data' tab and combined 
(summed) into the appropriate rows my means of SUMPRODUCT formulas . (Using SUMIFS 
formulas would be problematical because some of the row labels for loolrups are "<1" (meaning 
meter sizes less than 1 inch) but SUMIFS interprets "<1" as a logical comparative operator.) 

(To meet ratemaking filing requirements there is no need to break down usage quantities by meter 
size, as usage rates are not size-related. But I choose to show usage in the same categories and 
sizes as the bill quantities so that average usage per bill can be easily calculated and displayed in 
this exhibit for analysis and possible use in other calculations.) 

In addition to the Exhibit F tab showing Quantities in the Test Year ( as just described) I created 
similar tabs showing Quantities in the periods TY-1 and TY-2, again pulling the BDs for those 
periods from the same 'mm BD data' tab and summing them by category. While it is not a filing 
requirement to submit exhibits for the prior two periods, Staff usually requests them in a Data 
Request; such a DR will not be required in this case since Staff has the "NC WT BD" and "NC 
SW BDs" files containing them. 

For the Water MFRs there is an additional (and last) page in Exhibit F "Billing Analysis -
Quantities" with the subtitle "Test Year Average Consumption - Water." This sheet calculates 
average usage per bill per by month for the three years from the data in the 'mm BD data' tab, 
again using SUMPRODUCT fonnulas. Total bills are displayed, and, to be meaningful and 
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comparable, Flat Rate and other non-metered bills such as Availability are excluded before the 
monthly ratios are calculated. Overall average usage per bill is then calculated for the test year 
and for the total 3-year period on this tab. As explained in the "Trend Summary Tab" section, a 
consumption adjustment ratio is calculated on this tab which takes usage trends into consideration 
(as opposed to simply calculating a ratio of 3-year average to test year average, ignoring trends). 
First the ratio from the Trend Summary tab is applied to the 3-year average to get a projected pro 
forma usage per bill, then the pro forma usage per bill is divided by the test year average to get a 
factor that can be applied in the 'nnn BD data' tab (as explained in the "Pro Forma Usage 
Adjustment" section) to get projected pro forma usage values. (Note that the percentage change 
is displayed on the printed exhibit per past practice, but its corresponding useful decimal factor is 
calculated bellow the print area.) 

Exhibit H Tabs and Rate Design 

Formal Filed Portion of Exhibit H tab 

The title of Exhibit His "Test Year Revenue at Present Rates, Total Period Volumes." Displayed 
on this exhibit are bill and usage quantities, rates and calculated revenues for the test year, pro 
fonna at present rates, and pro forma at proposed rates. 

As in the organization of Exhibit F, the rows in Exhibit H break down the billing detenninants by 
logical group according to the rate structure, e.g., by bills and usage, by geography, by water or 
sewer treatment provider, by size, and by usage block. Although for some geographic groups the 
present rates are the same, they must be broken out because their rates differed prior to the last 
rate change (12/18/18) and some of those prior months are within the test year. 

For the test year, quantities and calculated revenue are brought from the 'nnn BD data' tab and 
combined (summed) into the appropriate rows my means of SUMPRODUCT formulas; likewise, 
for normalized and pro forma present rates quantities. Because there was a rate change within the 
test period, the rates in effect column shows the division of the TY revenue (as calculated on the 
'111111 BD data' tab) by the billing detenninant quantity. At the bottom of the test year columns, 
total calculated revenue is compared to booked revenue to demonstrate that the TY BDs are 
reasonably accurate, as described in the "Calculation of Test Year Revenue based on TY BDs" 
section. 

For proforma at present rates, the rates per the present tariff are brought from the rate table tab 
( described earlier) and multiplied by the BD quantities to calculate and display projected pro 
forma revenue at present rates. 

The next rightmost two columns in Exhibits H show the proposed rates and the multiplication of 
those rates by the pro forma quantities to calculate pro forma revenue at present rates. At the 
bottom of this last column the projected revenue is totaled and compared to the proposed revenue 
requirement from Exhibit G, which serves as the "proof of revenue." Where there are no 
proposed changes to rate structure, namely for Brookwood Water and Fairways Sewer, there is 
only one proforma quantity column. For ANC Sewer there is also a column for proforma units 
at proposed rates, as explained in the "Pro Forma Tariff Structure Changes" section. For ANC 
Water and Fairways Water there are a few more intennediate columns to display the proforma 
quantities and revenue at the proposed Tiered rate structure before and after Repression (this will 
be explained in a later section). 
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Rate Design Calculations on Exhibit H tab 

Calculations for rate design, except for tiered rates, are done on the Exhibit H tabs to the right of 
the filed printed area of the exhibit. Rate design is done on this tab rather than on a separate 
"RD" tab because the row structure of Exhibit H breaks the billing determinants down in a logical 
and useful way to calculate proposed base facility charge per REU (Residential Equivalent Unit) 
and the charge per kGal. 

The rate design process (in the non-printing portion of the Exhibit H tabs) follows this flow: 
• From the total Exhibit G revenue requirement, the amount that should be recovered by 

fixed charges (e.g., meter size charges and flat rates) is calculated by multiplying it by the 
proposed Fixed to Total Revenue ratio. 

There could be much written about how a utility has most of its costs in fixed assets 
and therefore would like to have the Fixed ratio very high (ideally much higher than 
50%) while the commission staff would like to use a very low Fixed ratio for social 
reasons (keep the bill low for very low users and encourage conservation by having 
high rates for usage). Rather than do that, the company chose to use the same fixed 
ratios that were used by Public Staff in the prior rate case rate design. 

• The fixed charge revenue requirement so calculated is spread over the total REUs from 
this tab, resulting in proposed rates for all sizes, rounded to the nearest cent. 

• Those rounded rates are multiplied by the Bills BDs on this tab and summed to arrive at 
the expected fixed revenue if those rates were implemented. There will always be a 
slight difference of the calculated expected fixed revenue compared to the fixed revenue 
requirement due to rounding. 

• The expected fixed revenue just calculated is subtracted from the original total revenue 
requirement (from Exhibit G) yielding the variable revenue requirement, i.e. , the amount 
that must be recovered by the charges per kGal of usage. 

• All the proforma (at proposed rates) usage BDs are summed on this tab and divided into 
the variable revenue requirement just calculated to yield the uniform rate per kGal for this 
tariff entity. 

(The "uniform rate" means the charge that would be applied to all usage in the tariff 
entity for which the Exhibit H is part unless tiered rates are proposed; where tiered rates 
are proposed, the total revenue that would be achieved by applying the uniform rate to 
pro forma usage for the tiered area customers is linked to another tab where it becomes 
the "usage revenue requirement" to be recovered by the tiered rate structure after 
accounting for repression, as explained in another section.) 

• The rounded usage rate is multiplied by the Usage BDs on this tab and summed to arrive 
at the expected variable revenue if those rates were implemented. There will always be a 
slight difference of the calculated expected variable revenue compared to the variable 
revenue requirement due to rounding. This rounding difference is displayed on the 
printed portion of Exhibit H at the bottom of the "PF Reve at Proposed" column. 

Exhibit J Tabs 

The title of Exhibit J is "Comparison of Present and Applied for Rates." In addition to the 
column for Proposed rates there are two columns for the Present rates, one for the tariff rates 
alone and one for the combined tariff charge and current Service Improvement Charge (SIC), 
because the later colrnn is what the customers are really being charged and those rates should be 
compared to the rates in the Proposed column. 
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After listing the rates, a comparison of sample residential bills at average usage is shown. 

Finally, the percentage of fixed charge to total charge for that residential bill is shown. This is 
just infonnational and can not be expected to be the same as the fixed / variable percentages used 
for total revenue across all classes and sizes in the rate design process. 

Inclining Block Calculations and Files 

Water Inclining Blocks 

Aqua is proposing to introduce tiered inclining block rates for Water for selected areas where 
water supply is a concern or a problem. Those areas and their approximate Residential 

t componen s are: 
System PWSID Rate Entity / RATE RATE DESCRIPTION -#Res 
Name Region CODE Prems 

Arbor Run NC3041039 ANC I West N042 RSM! HYDRAULICS RES MTH I DIAL 

Bayleaf NC0392373 ANC I Central NOOI RSM I HEATER EAST RES MTH I DIAL 

Bayleaf NC0392373 ANC I Central N042 RSM! HYDRAULICS RES MTH I DIAL 

Merion NC4092005 ANC I Central NOOI RSM! HEATER EAST RES MTH I DIAL 

Pebble Bay NC2018008 ANC/West N020 RSM! HEATER WEST RES MTH 1 DIAL 

The Cape NC0465199 Fairways / Coast N054 RSM! BEAU RIV AGE RES MTH I DIAL 

The Cape NC0465199 Fairways / Coast N056 RSM! FAIRWAYS RES MTH I DIAL 

Total 

In a rate structure designed to result in water conservation, ( 1) there must be two or more rate 
blocks, (2) the block sizes must me chosen to be effective, and (3) each block's rate must be 
greater than the preceding block's rate (inclining blocks) with enough of an increase between the 
blocks to influence the customers' usage practices. 

Residential and Irrigation customers will be charged the tiered rates. Commercial customers will 
pay a uniform rate per kGal across all of their usage. 

Note that the Fairways PWSID area "The Cape" includes all proposed tier customers in Fairways, 
while the proposed ANC tier areas contain about 12 % of the ANC-provided water customers and 
18% of the ANC-provided usage. 

Irrigation 
In NC it has been the practice to classify all Irrigation meters as Commercial Class. 
Consequently, irrigation meters have been included in commercial rate codes with non-irrigation 
meters and would not be identified in the billing analysis data and Exhibit F. Because it is 
proposed to charge Irrigation meters the new tiered rates (in proposed tier areas) it was necessary 
to identify them and assign them the class designation "IRR" within the billing analysis and rate 
design files and in the MFR exhibits. 

Repression 

With higher rates, especially with inclining blocks, there is the very high probability of 
repression, i.e., reduced usage due to higher prices. The Environmental Finance Center at the 
University of North Carolina, Chapel Hill did a study on this (circa 2009) which contained this: 
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... we assumed a price elasticity of -0.3, meaning that for every 10% increase in the total 
bill that the customer receives, the customer responds by decreasing their water 
consumption by 3%. This elasticity is based on the most recent and focused analysis on 
water price elasticity in North Carolina. 

In applying the above estimate of usage deceases due to higher bills, Aqua has been very 
conservative: 

• First, it is assumed that there is a "threshold" amount of percent increase in bills before 
the customer will notice and begin to cut back. The staff of the Florida commission has 
been known to assume a 10% increase in bill cost before any repression begins, then 
applies a reduction to bills whose increase exceed that threshold; Aqua has done the same 
in this filing. 

• Second, calculation of estimated repression is done on an individual bill basis rather than 
on gross annual charges and volumes. One would not expect repression to occur in 
months when usage volumes are below average or when the total bill under the new rates 
are less than under present rates. And in an inclining block rate structure, repressed 
gallons will be seen in the higher-priced blocks, not spread over all blocks. 

For this narrative, and in the Excel files, I define blocks by their upper limits in kGals (rather than 
by their size) and different block rates by their ratio to the first block (not to the block 
immediately below them). So, for example, three blocks defined by 5 and 10 kGals and rate 
ratios of 1.0, 2.0, and 3.5 could be charged like this (hypothetical blocks and charges for 
illustration only): 

Hypothetical Tier Example Block 1 Block 2 Block 3 
Uooer Block Limit in kGals 5 10 None (9999) 
Gallons within Block 1st 5,000 Next 5,000 Above 10,000 
Rate ratio to Block 1 Rate 1.0 2.0 3.5 
Charge per kGal within Block $2.00 $4.00 $7.00 

For example, without tiered rates a customer using 14,000 gallons in one month at $3.00 per 
kGal, would have a usage charge of $42. With the tiered rates in the table above the usage charge 
would be $58, which is (5 kgals x $2,00) + (5 kGals x $4.00) + (4 kGals x $7.00). 
Assuming a base facility charge of $20 for this meter size, the bills with and without tiers would 
be $62 and $78, for an increase of $16 or 26%. Assuming a rate ofconsumption decline of3% 
for each 10% increase in customer bills, the expected repression would be 1,092 gallons (26% / 
10% = 2.6; 2.6 x 3% = 7.8%; 7.8% of 14,000 gallons is 1,092 gallons). (Remember, this is a 
hypothetical example for illustration and not associated with numbers in this filing.) 

Note that when implementing inclining block tiered rates, the weighted average rate of all the 
blocks must equal the original uniform rate adjusted for repression. This means that the lower 
blocks will have rates lower than the weighted average and the higher blocks will have rates 
higher than average. All customers with any usage will have part or all their usage charged at the 
first block rate, and only very large users will have some of their usage charged at the highest 
rate. This is because the entire variable revenue requirement must be recovered. Depending on 
the tiered rate parameters chosen (number of blocks, size of blocks, ratio of block rates to block 1, 
and repression percent) many or most customers' bills will be lower than what they would be at a 
uniform (non-tiered) rate structure. Also, in non-peak months when large users are not exceeding 
the lower tiers, their bills could be lower than at uniform rates. 
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Calculating Repression and Tier Rate Design 

To calculate the repression on an individual bill basis, billing data at that level in a "Premises 
Detail Extract" (PDE) for the customers in the proposed tier areas is shown in files named [NC 
ANC PDE for Tiers TYE 2019 09.xlsb] and [NC Frwys PDE for Tiers TYE 2019 09.xlsb]. 
Calculations are done within those files to do the following: 

• Entering the proposed block parameters in a small look-up area in the 'PDE for Tiers' 
files on the "nnn Tier RD" tabs. 

• On the "WT Data" tabs, dividing the total usage on every bill into blocks according to the 
proposed tiered structure. (E.g., a structure with four blocks of 0-5 kGals, 5-10 kGals, 
10-20 kGals, and> 20 kGals; these are put in Excel formulas as Upper Limits of 5, 10, 
20, and 9,999 (for infinity), all in kGals). This first spread is in columns with labels 
containing Cl (for Cale 1). 

• Calculating what the bill would have been be at Present rates, including SIC. (Note that 
"Present rates" are those at filing not average during the test year, so original bill amounts 
had to be recalculated to account for any rate changes within the test year, such as those 
011 12/18/2018). 

• Adjusting Consumption for variations by area, class, and size. As mentioned, a 
Consumption Nonnalization Factor was used which had been based on all usage in a 
tariff entity. This was further refined by calculating pro forma / test ratio for each usage 
row on the Exhibit F tab (i.e., each class and size category), diving it by the single CNF 
to derive a "(PF/TY Fctr)/CNF" ratio and applying them to usage amounts for these bills 
be class and size category. 

• Calculating Proposed Intermediate block usage rates to recover the usage-related revenue 
requirement for the customers in the proposed Tier areas. This is done in the 'PDE for 
Tiers' files by creating an intermediate pivot table in the 'mm Tier RD' tab from the bill­
specific data in the "WT Data" tab. Resulting Intermediate rates are linked into the "WT 
Data" tabs into row 2 above the columns "Bile n Cl Usg Chrg", where n is the block 
number 1 thru 4. 

• Calculating Proposed Intermediate rate bills on the 'WT Data' tab, by applying those 
Intennediate Proposed rates to the volumes in each block (with a "Cl" suffix label) and 
adding the proposed base facilities charge (based on meter size). 

• Comparing the "PF Prsnt Rate Bill" to the "Bill at Intnn Tier Rates" and calculating a 
Percent increase (positive or negative) of the Proposed Intermediate bill over that at 
Present rates. 

• Calculating an amount of usage repressed (in the column "Repression kGals C2") by 
applying the repression factor (3% per every 10% increase in this filing) only if the 
percent increase exceeded the threshold (set at 10% in this filing). 

• Calculating the pro forma usage after repression (in the "Totl Cons Rpsd (kG) C2" 
column) by subtracting the "Repression kGals C2" from the previously used pro forma 
usage (in column "CNF'd Tot Cons (kGals)"). 

• Spreading the new Repressed Consumption over the same proposed tier structure (i.e., 
the same number of blocks with the same upper limits). Note that this usually results in 
the number of kGals in the lower priced blocks staying the same as before, with the 
repression amount coming off the highest block first and then the second highest, etc.) 
This second spread is in columns with labels "Blk n kGals C2" ending C2 (for calculation 
# 2). 
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• Calculating Proposed Rates at Repressed Levels. The resulting rates in each block will 
be higher than those from the intermediate calculations as the new total proforma usage is 
lower while the usage-related revenue requirement has not changed. 

• Stopping the repression calculations. The higher rates resulting in the rate design using 
repressed usage will obviously result in further repression, which would lead to another 
round of higher Proposed rates and subsequent higher proposed rates ad infinitum, but the 
company's calculations stop witµ the Proposed Rates at Repressed Levels (above) being 
the Proposed Final Rates. 

Block Parameter Choice 

The present rates are vastly different in ANC vs. Fairways. They are shown in Exhibits Jw and 
excerpted here: 

Residential 5/8" Rates (w/SIC) ANC Frwys 
Meter Charge $ 19.77 $ 8.34 
Usage Charge per kGal $ 5.99 $ 1.53 
Average Charge at 5,000 gallons $ 49.70 $ 15.97 

With usage rate so low in Fairways, the higher block rates would have to be at a very high factor 
to the lowest block to have any effect on customer behavior. Therefore, the following parameters 
are being proposed and were used in the rate design calculations described above. 

ANC Proposed Parameters 
Upper Block Limit in kGals 
Gallons within Block 

Rate Ratio to Block 1 Rate 

Frwvs Proposed Parameters 
Upper Block Limit in kGals 
Gallons within Block 

Rate Ratio to Block 1 Rate 

Dan Franceski 
2020 0128 1530 

Block 1 
4 

1st 4,000 

1.0 

Block 1 
5 

1st 5,000 

1.0 

12 

Block 2 
8 

Next 4,000 

1.5 

Block2 
10 

Next 5,000 

2.0 

Block 3 Block4 
15 None (9999) 

Next 7,000 Above 
15,000 

2.25 3.0 

Block 3 Block4 
20 None (9999) 

Next 10,000 Above 
20,000 

3.5 5.0 
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Appendix - Excel File Interdependencies 
Because of the interdependencies of the Excel files, it is usual to get many cells with #VALUE when 
opening only one file. This can be mitigated by changing the Calculation Option (in the Formula part of 
the Ribbon) from Automatic to Manual before opening any of these files, but it not assured. Often the 
Data-> Edit Links process rnust be used to open interconnected files. 

When opening a file if you get a message about updating links, hit Cancel. If you get a message about 
updating links, hit Continue (without updating). 

The BD file [NC WT BDs 3YE 2019 09.xlsx] is linked to get data from the three MFR files 
[Aqua North Carolina MFR_09302019.xlsb] 
[Brookwood MFR_ 09302019 .xlsb] 
[Fairways & Beau Rivage MFR_09302019.xlsb] 

And from [NC Codes 2019.xlsx] 
And to exchange data to & from the two Tier calculation files 

[NC ANC PDE for Tiers TYE 2019 09.xlsb] 
[NC Frwys PDE for Tiers TYE 2019 09.xlsb] 

The BD file [NC SW BDs 3YE 2019 09.xlsx] is linked to get data from two MFR files 
[Aqua North Carolina MFR_09302019.xlsb] 
[Fairways & Beau Rivage MFR_09302019.xlsb] 

And from [NC WT BDs 3YE 2019 09.xlsx] 

Two of the MFR files, [Aqua North Carolina MFR_09302019.xlsb] and [Fairways & Beau Rivage 
MFR_09302019.xlsb], and the two PDE for Tiers files are linked to get data from the two BD files 

[NC WT BDs 3YE 2019 09.xlsx] 
[NC SW BDs 3YE 2019 09.xlsx] 
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CERTIFICATE OF SERVICE 

hereby certify that the foregoing Rule R1-17(f) Second Compliance 

Filing, filed by Aqua North Carolina, Inc., has been served on the parties of 

record to Docket No. W-218, Sub 526, in accordance with North Carolina Utilities 

Commission Rule R 1-39, either by: United States mail, first class postage pre­

paid; by hand delivery; or by means of electronic delivery upon agreement of 

the receiving party. 

This the 29th day of January, 2020. 

Electronically Submitted 
/s/Jo Anne Sanford 
State Bar No. 6831 

SANFORD LAW OFFICE, PLLC 
sanford@sanfordlawoffice.com 
Tel: 919.210.4900 

ATTORNEY FOR AQUA NORTH 
CAROLINA, INC. 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
 

DOCKET NO. W-218, SUB 497A 
DOCKET NO. W-218, SUB 526 

 
              In the Matter of 
Application by Aqua North Carolina, 
Inc., 202 MacKenan Court, Cary, North 
Carolina 27511 for Authority to 
Implement Water and Sewer System 
Improvement Charge Rate 
Adjustments Pursuant to G.S. 62-
133.12 

 
) 
) 
) 
) 
) 
) 
) 

 
NOTICE OF WITHDRAWAL OF 
APPLICATION FOR APPROVAL 
OF WATER AND SEWER 
SYSTEM IMPROVEMENT 
CHARGE RATE ADJUSTMENTS 
PURSUANT TO G.S. 62-133.12 

 
NOW COMES Aqua North Carolina, Inc. (“Aqua” or “Company”), by and 

through counsel, and hereby gives notice to the North Carolina Utilities 

Commission (“Commission” or “NCUC”) of withdrawal of its application for 

authority to implement water and sewer system improvement charge 

(“WSIC/SSIC”) rate adjustments, which was filed in Docket No. W-218, Sub 497A 

on April 30, 2020, pursuant to G.S. 62-133.12 and NCUC Rules R7-39 and R10-

26.   

The attorney for Aqua, on whom all pleadings and notices should be served, 

is: 

 Jo Anne Sanford 
 Sanford Law Office, PLLC 
 Post Office Box 28085 
 Raleigh, North Carolina 27611-8085 
 Telephone: 919-210-4900 

  sanford@sanfordlawoffice.com 
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Respectfully submitted this 8th day of May, 2020. 

     SANFORD LAW OFFICE, PLLC    

     Electronically Submitted 
     /s/Jo Anne Sanford 
     State Bar No. 6831    
     P.O. Box 28085      
     Raleigh, North Carolina 27611-8085   
     Phone: 919-210-4900    
     E-mail:  sanford@sanfordlawoffice.com 
 
     /s/Robert H. Bennink, Jr.  

Bennink Law Office  
State Bar No. 6502  
130 Murphy Drive  
Cary, North Carolina 27513  
Telephone: 919-760-3185  

           Email: BenninkLawOffice@aol.com  
            Attorneys for Aqua North Carolina, Inc. 
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CERTIFICATE OF SERVICE 
 

I hereby certify that I have served a copy of the foregoing Notice of 

Withdrawal of Application for Approval of Water and Sewer System 

Improvement Charge Rate Adjustments Pursuant to G.S. 62-133.12, filed by 

Aqua North Carolina, Inc. in Docket Nos. W-218, Subs 497A and 526, on the 

parties to those Dockets in accordance with North Carolina Utilities Commission 

Rule R1-39, either by United States mail, first class postage pre-paid; by hand 

delivery; or by means of electronic delivery upon agreement of the receiving party. 

This the 8th day of May, 2020.      

            
      Electronically Submitted 
     /s/Jo Anne Sanford 
 
     State Bar No. 6831 

SANFORD LAW OFFICE, PLLC 
     sanford@sanfordlawoffice.com 
     Tel:  919.210.4900 

Attorney for Aqua North Carolina, Inc. 
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