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Adjustment# C-1
W-218 Sub 573

Depreciation Expense / Amortization of CIAC

AS ADJUSTED:

Depreciation Expense / CIAC Amortization has been adjusted to reflect the
annualized expense that is expected to be realized by (a) Aqua North Carolina
Water and Sewer (b) Brookwood Water and (c) Fairways Utilities Water and
Sewer going forward.

The annual Depreciation Expense / CIAC amortization was calculated for all
end of test year assets. In addition, all post-test year additions are added based
on the projected in-service year.

For the post-test year additions, the assets are assumed to be added evenly
throughout this multi-year rate {WSIP) process. To simulate that, a half-year
of depreciation is calculated for the year an asset goes into service and then a
full year of depreciation is calculated for the subsequent years.

The adjustments to reflect the current level of expense in this category are
supported by the following schedules attached:

e Summary of Depreciation Expense (Aqua NC Water and Sewer
Exhibit C-1-ANC). This schedule summarizes the Depreciation
Expense/CIAC Amortization by category and ties to the Aqua Dw/Ds
reports.

e Summary of Depreciation Expense (Brookwood Exhibit C-1-BW).
This schedule summarizes the Depreciation Expense/CIAC
Amortization by category and ties to the Brookwood Ds report.

o Summary of Depreciation Expense (Fairways Water & Sewer Exhibit
C-1-FW). This schedule summarizes the Depreciation Expense/CIAC
Amortization by category and ties to the Fairways Utilities Dw/Ds
reports.

The adjustments detailed in the schedules above are necessary to reflect the
appropriate amount of Depreciation Expense / CIAC Amortization expense
the Company expects to incur during this multi-year/WSIP rate proceeding.
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Aqua North Carolina, Inc. Exhibit Al

Docket W-218 Sub 573

AQUA Horth Carolina Water and Sewer

Cateul; of Annual Acc lated Reserve and Expense for Post Test Year Additions

Test Year Ending December 31, 2021

fa} (b} G] (d {e}
Line
No. Description Base Year Rate Year 1 Rate Year 2 Rale Year 3
$ $ % ]
1 WATER ]

1 Accum Depr Reserve for the Test Year:
2 Plant In Service (8,389,105} (8,389,105} (8,389,105} {8,389,105)
3 Unrecovered Reserve {Ends 12/2023) 457,630 457,630 -
4 VA Systems 3,430 3,430 3,430 3,430
S Subtonal {7.928,04%) (7,928,045} (8,385,675) 18,385,675}
[
7 Commeon Assets [Reserve ends 12/2023) {479,820} {479,820} (479,820} (4798200
&  Unrecovered Reserve {Ends 12/2023) 14,056 14,056 -
9 Subtotal 465,764} {465,764) (479,820) (479.820)
10
11 T Comman Assets {fleserve ends 12/2023} 11,222,259} 11,222,259} (1,272,259} {1,222,259]
12 Umeecovered Resarve (Ends 12/2023) 272,140 272,140 -
13 Subtotal 1950,119) {950,119} 11,222,259) {1,222,259)
14
15 Plant In Service 110,091,184} (10,091,184} (10,091,154} {10,091,184}
16  Unrecovered Reserve 743,826 743,826 S
17 VASystems 3,430 3,430 3,430 3,430
18 Grand Total (9,343,928} {9,343,928) {10,087,754} [10,087,754)
12
20 Accum Depr Reserve on Post Test Year Additions
21 Plant In Service
22 2022 1362,435) (724,870} (724,870) {724,870}
23 2023 (342,551} {685,101) {685,101}
24 2024 {320,493} {640,985}
25 2025 {273,647}
26 Total {362,435} (1,067,421} {1,730,464} (2,324,603}
27
28 Common - Acct, 341550
29 2022 [14.668) {29,335} {29,335) {29,335)
a0 2023 {15,221} (30,442) [30,447)
31 2004 {15,567) {31,134}
32 2025 {15,567}
33 Total {14,668) (44,556) (75,304} {106,478)
34
35  Common - Acct, 340100 & 346550
36 2022 {130,610} {261,213} (261,219) (261,219)
37 2023 82,057} {164,113) {164,113)
L] w024 {92,084) {184,167)
39 2025 (68,908}
40 Totat {130,610) {343,276} {517,416) {678,407}
41
42  Common - Acct. 3405IP - Sarvice improvement Praject
43 021 - - 1
44 2022 (55.137) 110,273} {110,273) (110,273
45 2023 {34,192) (68,383) (68.383)
46 2024 {859) (L7
47 2025 {181)
48 Tolal lSSd 37) {144,465} {179,515) {180,554}
49
S0 Total Accumulated Reserve on Post Test Year Additions
51 2022 (562,849) 11,125,697 (1,125,697) 11,125,697}
52 wnn - {474,020} {948,039} [948,039)
53 2024 - - {429,002} (858,003)
54 2025 = - . (358,302)
55 Grand Total 562,849} {1,599,717) {2,502,738) (3,290,041)
56
57  Depretiation Enpense on Post Test Year Additlons 562,849 1,036,368 903,021 787,304
58 End of Unrecovered Reserve - - 743,826 -
59 Tolal Depreciation Expense Adjustments to Exhibit Dw Line 57 562,849 1,036,868 1,646,847 787,304

Note: Amounts are caleulated using a mid-year convention which assumes that the associated assets are placed in service evenyly throughout the

yeal
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Agua North Carclina, Inc. Exhibit A1
Docket W-218 Sub 573
AQUA North Caraling Water and Sewer
Calculation of Annual Act lated Reserve and Expense for Post Test Year Additions
Test Year Ending December 31, 2021
(3} (b} [C] ) {el
Line
No. Description Base Year Rate Year 1 Rate Year 2 Rate Year 3
$ s 3 3
E—
SEWER |
1 Accum Depr Reserve for the Test Year:
2 Plant In Service (5,062,665} {5.062,665) {5,062,665) {5,062,665)
3 Unrecavered Reserve {(Ends 12/2023) 27,664 27,664 -
[ Subtotal {5.035,001} (5,035,001} {5.062,665) {5.062.665)
5
&  Common Assets [Reserve ends 12/2023} {134,903} {134,903} {134,303} (134,903}
7 Unrecovered Reserve (Ends 12/2023) 4097 4,097 .
-3 Subtotal {130,806} {130,808} (134,903) {134,903}
9
10 1T Common Assets {Reserve ends 12/2023) {343,338) (343,338) {343,338] {343,338)
11 Unrecovered Reserve (Ends 12/2023) 76,445 76,445
12 Subtotal {266,893} {266,393) {343,338) (343,338)
13
14 Plant In Service (5,540,906} (5,540,906} (5,540,906} 15,540,906}
15  Unrecovered Reserve 108,206 108,206 - e
16 Grand Total {5,832,700} {5,432,700) 15,540,906} (5,540,906}
17
18  Accum Depr Reserve on Post Test Year Additions
19 Plant in Service
20 2022 {262,313} {524,626) (524,626) {524,625]
21 2023 {116,900} {233,799) {233,799]
2 024 {205,096} (410,192}
3 2025 (102,714
24 Total {262,313} {641,526} {963,521} {1,271,331}
25
26 Common - Acct. 341550
27 2022 14,119) 18,238} 18,238) (8,238}
28 2023 {4,274} {8,548) {8,548}
b1} 2024 4,371) [8.742}
30 2025 (4,371
31 Total {4,119} {12,512} {21,157} (29,899}
32
33 Common - Acct. 340100 & 346550
3a 2022 136,676) 172,352) (73,352} {73352
35 2023 123,042) (46,083} {46,08%]
36 2024 {25.858) {51.715]
a7 2025 {19.349)
EL] Total (36,676} 196,394} {145,293) {190,499}
et
39
40  Common - Acct. 3405IP - Service Improvement Project
41 2021 ; c -
42 2022 {15,483) (30,966} (30,966} (30,966}
43 2023 {9.602) (19,203) {19,203}
44 2024 (241) 1482}
45 2025 {51F
46 Total {15,483) {40,568} 150,410) (50,7021
47
48 Taotal Accumulated Reserve on Post Test Year Additions
49 2022 318,591} (637,182) {637,182} (637,182)
] 2023 - 153,817} 1307,633} (307,633)
51 024 S o {235,566) (471,131)
52 2025 . - - {126,485)
53 Grand Total {318,591) {790,999} 11,180,381) {1,542,431)
54
55  Depreciation Expense on Post Test Year Additions 318,591 472,408 389,382 362,051
48 End of Unrecovered Reserve - - 108,208 5
49  Total Depreciation Expense Adjustments to Exhibit Ds Line 57 318,591 472,408 497,588 362,051
Note: Amounts are cakculated using a mid-y ion which that the associated assets are placed in service evenyly throughout the
year
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Item 10
Aqua Nerth Carolina, Inc. Exhibit A-1
Docket W-218 5ub 573
Brookwood and LaGrange Water
Caleulation of Annual Accumulated Reserve and Expense for Post Test Year Additions
Test Year Ending Dacember 31, 2021
(@l ) (e} td) (e}
Line
No. Description Base Year Rate Year 1 Rate Year 2 Rate Year 3
$ B B B
— WATER ]
1 Accum Depr Reserve for the Test Year:
2 Plant In $ervice {1.178,898) {1,178,898) {1,178,898) {1,178,898)
3 Unrecovered Reserve (Ends 12/2023) 159,815 159,815 - -
4 Subtoval {1,019,083} {1,019,083) {1,178,898) 1,178,898}
5
6  Common Assets (Reserve ends 12/2023) {10%,974) {107,974} {107,974) {107,974}
7 Unrecovered Reserve (Ends 12/2023) 9,363 9,363 - -
8 Subtotal {98,611} {98,611) {107,974) {107,974)
g
10  IT Common Assets (Reserve ends 12/2023) {266,201} {266,201) {266,201} 1266,201)
11 Unrecovered Reserve {Ends 12/2023) 59,271 58,271 - .
12 Subtotal {206,930} (206,930] (266.201) {266,201}
13
14 Plankin Service (1,553,073} {1,553,073) {1,553,073) {1,553,073)
15  Unrecovered Reserve 228,449 228,449 - -
16 Grand Totat {1,324,624) 11,324,624) 11,553,073} 11,553,073
17
18  Accum Depr Reserve on Post Test Year Additions
19  Plantin Service
20 2022 {73,289) {146,577} {146,577) {146,577}
1 2023 {118,598} {237,195} {237,195}
22 2024 (20.682) {181,363}
23 2025 {78,323)
24 Total (73,289) {265,175] 1474,454) (643,458}
25
26 Commaon - Acct, 341550
27 022 (3,194} {6,387} {6,387} (6,387}
28 2023 {3.315) {6629} {6,829)
29 2024 {3.390) {6,780)
30 2025 {3.390)
31 Total {3,194) {9,702) {16,406) (23,186)
32
33 Common - Acct. 340100 & 346550
34 2022 (28,437) {56.,873) {56,873} {56,873)
35 2023 (12,866) {35,731) {35.731)
36 2024 (20,049} (40,097}
37 2025 115,003}
38 Total (28,437} {74,739) {112,653) {147,704}
39
40  Commaon - Acct. 34051IP - Service Improvement Project
41 2021 - o 0 o
42 2022 {12.,005) {24,009} {24,009) {24,009
43 2023 {7.445) {14,889) {14,889}
44 2024 {187} {374)
45 2025 [40)
a6

Total {12,005) 39,085) (39,312)

48 Total Accumulatad Reserve on Post Test Year Additions

49 2022 116,923} (233,846) {233,846) {233,846
50 2023 - (147,222) (294,444) 294,444)
51 2024 - - {114,307) (228,614)
52 2025 - - - {96,755)
s3 Grand Total {116,923} {381,068) {642,597} {853,659)
54

S5  Depreciation Expense on Post Test Year Additions 116,523 264,145 261,529 211,062
$6  Unrcovered Reserve - = 228,449

57  Total Depreciation Expense on Post Test Year Additions 116,923 264,145 489,978 211,062

Note: Amounts are calculated using a mid-year convention which assumes that the associated assets ar# placed im service evenyly throughout the year.
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Agqua North Carollna, Inc. Exhlbit A-1
Docket W-218 Sub 573
Fairways/Beau Rivage Waier & Sewer
Calculation of Annual lated Reserve and Expense for Post Test Year Additions
Test Year Ending December 31, 2021
{al L] {c} (di te)
Une
Ne. D ip Base Year Rate Year 1 fate Year 2 Rate Year 3
5 H
1 WATER |
1 Accum Depr Reserve for the Test Year;
2 PlantinService {322,965) (322,965) (322,965) {322,965)
3 Unrecovered Reserve {Ends 12/2023) 22,685 22,685 e g
4 Subtotal {300,280) {300,280) {322,965) {322,965}
S
&  Common Assets {Reserve ends 12/2023) {36,829} (36,829) (26,829) (36,829
7 Unrecovered Reserve (Ends 12/2023) 1,078 1,078 - -
8 Subtotsl (35,751) {35,751) {36,829} {36,829}
9
10 1T Common Assets {Reserve ends 12/2023) (95,824) (95,824} {95,824) {95,824)
11  Unrecovered Reserve (Ends 12/2023) 21,336 21,336 - -
12 Subtotal {74,488) {74,488} {95,824} [95,824)
13
14 Plant In Service (455,618) (455,618} (455,618) [455,618)
15  Unrecovered Reserve 45,099 45,099 - -
15 Grand Total (410,519} {410.519) {455,618} {455,618}
16
17 Agcum Depr Raserve on Post Test Year Additions
18 Plant in Service
19 2022 {32,902 165,803) {65,803) (65,803}
20 2023 (32,361) {64,721) (64,721)
21 2024 {12,765) {25,529)
22 2023 {15.433)
;3 Total {32,902) [98,164) 1143,289) {171,386)
4
25 Common - Acct. 341550
26 022 {1,150) {2,299} {2,299) [2,299)
27 2023 11,193} {2,385} (2,385)
28 2024 {1,220 {2,439)
29 2025 {1.220)
30 Total 11,150) (3,492) (5,904) {83a3)
31
32 Common - Acct. 340100 & 336550
33 2022 {10,237} {20,473} (20,473) {20,473)
34 2023 (6,432) (12,863) {12,863}
35 2024 {7.218) [14,435)
36 2025 {5,401
37 Tatal [16,237) 126305) {40,554) [53172)
38
39 Common - Acct. 3405IF - Service improvement Project
a0 021 5 3 = =
41 022 4,322) {8,643) (8,643} {8,643}
42 023 (2,680) {5,359} (5,359)
43 2024 (68} {135)
44 2025 {14)
4: Total {4, 322] ’115323| {14,070) Il4i151|
4
47 Total Accumulated Reserve on Post Test Year Additlons
43 0 48,609) {92,218) (97,218} {97,218}
49 2023 - {42,664} (85,328) {85,328)
50 2024 - - [2L269) {42,538)
51 2025 - - . IZZ‘DGH
52 Grand Total {a8, SDSI [139,882) s203‘815| ‘247‘1511
53
54  Depreciation Expense on Post Test Year Addltions 438,609 91,273 63,933 43,336
5% Unrcovered Raserve - - 45,099 -
56 Total Depreciation Expense Adjustments to Exhibit Dw Line 57 48,609 91,273 109,032 43,336

Note: Amounts are calculated using 4 mid-year convention which assumes that the assoctated assets are placed in service evenyly throughout the

year.
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Aqua North Carolina, In¢. Exhibit A-1
Docket W-218 Sub 573
Fairways/Beau Rivage Water & Sewer
Caleulation of Annual A lated Reserve and Expense for Post Test Year Additions
Test Year Ending December 31, 2021
ta} ] ] [d} L]
Line
No. Description Base Year Rate Year 1 Rate Year 2 Rate Year 3
H 5 S
r TR |
1 Accum Depr Reserve for the Test Year:
2 Plant In Service (687,283} 687,283} {687.283) (687,283)
3 Unrecovered Reserve (Ends 12/2023) 203 203 - -
4  Subotal {687,080} (687,080} [687,283] [687.283)
5
& Common Assets (Reserve ends 12/2023) {23,075) {23,075) i23.075] {23,075}
7 Unrecovered Reserve (Ends 12/2023) B75 675 - -
2 Subtotal {22,400] {22,400) 123,075) 23,075)
9
10 1T Common Assets [Reserve ends 12/2023) (60,039) (60,039} {60,019 (60,039)
11 Unrecovered Reserve (Ends 12/2023) 13,368 13,368 -
12 Subtotal {46,671) {46,671) {60,039 (60,039)
13
14  Plant In Service [770,397) [770,397) {770,397) (770,337}
15  Unrecovered Reserve 14,246 14,246 - -
7 Grand Total {756,151} {756,151} (770,397) [770,397)
——
8
9  Accum Depr Reserve on Post Test Year Additions
10 Plant in Service
11 2022 (86,784) 1173,568) 173,568} 173,568}
12 2023 {6,125) (12,249} (12,249}
13 2024 {6,500 (13,000}
14 2025 {31,430}
iz Total (86,784) {173,693) [192,317) (230.247)
16
17 Common - Acct. 341550
18 2022 (721} 1,442} 11.442] (1,442]
19 2023 {748) i1,496) 11,496}
20 2024 {765} {1,530)
2025 {765]
Total 721 {2,190] [3,703) {5,233}
24 Common - Acck. 330100 & 346550
5 2022 (64220 (12,843) {12,843) (12,843}
26 2023 {4,031} {8,062) (8,062}
27 024 {4,523) {9,045)
28 2025 (3,386)
29 Total IS,dZ!l [Eig?d) IZS{!ZB) {33,336)
30
31 Common - Acct. 3405IP - Service Improvement Project
32 2021 ] . - .
33 2022 2,708 {5.415) {5,415} {5,415)
34 2023 {1,679) (3,358} {3,358)
15 2024 (42) (84)
36 2025 9}
37 Total |2 7I!3I {7,094) (8,815] ISiSGEI
38
39  Total Accumulated Reserve an Post Test Year Additions
a0 022 (96,634) {193.268) {193,268) (193,268
4] 2023 - {12,583} 125,165] {25,165)
42 2024 . {11,830) 123,659)
43 2025 s & - 135,59¢)
44 Grand Total {96,634} 1205,851' !230 263! ’277,5!2'
I —— =
46  Oepreclation Expense on Past Test Year Additions 96,634 109,217 24,412 47,419
47 Unrcovered Reserve - - 14,246 =
4%  Total Depraciation Expense Adjustments to Exhlbit Ds Line 55 96,634 10_9£7 3&658 47,419

Note: Amousts are caltulated using a mid-year convention which assumes that the asse¢.ated assets are placed in service evenyly throughout the

year.
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Iltem 10

Item 10 Adjustment# C2/E5/E7
W-218 Sub 573

Other Taxes Expense

AS ADJUSTED:

Other Taxes expense has been adjusted to reflect the annualized expense that
is expected to be realized by (a) Aqua North Carolina Water and Sewer (b)
Brookwood Water and (c) Fairways Utilities Water and Sewer going forward.

Other Taxes includes PUC Assessment Fees, Property Taxes, Payroll Taxes,
Franchise Tax and other miscellaneous taxes — other than Income Tax.

The adjustments include:
¢ PUC/Regulatory Assessment have been calculated for the test year and
adjusted for the filed for rate increases (Exhibit E5)
¢ Payroll Taxes have been adjusted for the proforma increase in Labor
Expense (from Exhibit E7)
e Property Tax (Exhibit C2) the test year amount has not been adjusted.

The adjustments to reflect the current level of expense in this category are
supported by the following schedules attached:
o Taxes Other — Summary by GL Acct (Exhibit C2 ES E7). This
schedule provides Rate Division and GL Account per books detail that
ties to the Dw and Ds schedules from the respective application books.

For purposes of the multi-year rate plan, or WSIP, Property Tax has been
increased by 3.31% for the base year and rate years one through three. 3.31%
is the CAGR for property tax expense for the years 2018-2021 as shown in
Gearhart Exhibit 1.
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TAXES OTHER - Summary by GL Acct
Test Year 01/01/2021 - 12/31/2021

Line# {a)

1 Row Labels

2 AQUA NC Sewer

3 408

4 408101 Assessment-PUC

5 408110 Property Taxes

2] 408121 Payroll Taxes-FICA

7 408122 Payroll Taxes-FUTA

8 408123 Payroll Taxes-SUTA

9 408139 Other Taxes-Misc

10 408205 Other Taxes-Franchise Tax
11 776

12 776230 SW-Cap OH Credit-PR Taxes
13 AQUA NC Water

14 408

15 408101 Assessment-PUC

16 408110 Property Taxes

17 408121 Payroll Taxes-FICA

18 408122 Payroll Taxes-FUTA

19 408123 Payroll Taxes-SUTA

20 408139 Other Taxes-Misc
21 408205 Other Taxes-Franchise Tax
22 676

23 676230 WT-Cap OH Credit-PR Taxes
24 Brookwood Water

25 408

26 408101 Assessment-PUC

27 408110 Property Taxes

28 408121 Payroll Taxes-FICA

29 408122 Payroll Taxes-FUTA
30 408123 Payroll Taxes-SUTA

31 408139 Other Taxes-Misc
32 408205 Other Taxes-Franchise Tax
33 676
34 676230 WT-Cap OH Credit-PR Taxes
35 FAIRWAYS Sewer

36 408

37 408101 Assessment-PUC

38 408110 Property Taxes

39 408121 Payroll Taxes-FICA
40 408122 Payroll Taxes-FUTA
41 408123 Payroll Taxes-SUTA
42 408135 Other Taxes-Misc
43 408205 Other Taxes-Franchise Tax
44 776
45 776230 SW-Cap OH Credit-PR Taxes
46 FAIRWAYS Water
47 408
48 408101 Assessment-PUC
49 408110 Property Taxes

50 408121 Payroll Taxes-FICA
51 408122 Payroll Taxes-FUTA
52 408123 Payroll Taxes-SUTA
53 408139 Other Taxes-Misc

54 408205 Other Taxes-Franchise Tax
55 676
56 576230 WT-Cap OH Credit-PR Taxes

57 Grand Total

()]

Per Books
$256,743.25
$283,483.49

$21,004.25
$15,404.58
$193,046.56
$1,931.43
$3,807.76
$22.15
$48,266.76
($26,740.24)
($26,740.24)
$1,332,130.89
$1,484,382.04
$48,914.51
$586,039.01
$657,349 79
$6,164.13
$11,557.75
$89.60
$174,267.25
{$152,251.15)
{$152,251.15)
$211,329.53
$221,622.52
$8,358.49
$106,775.12
$67,042.44
$558.93
$365.94
$20.75
$38,460.85
{$10,292.99)
{$10,292.99)
$29,245.88
$32,972.32
$2,724.78
$2,633.55
$18,768.73
$171.58
$212.38
$3.51
$8,457.79
(53,726.44)
($3,726.44)
$67,229.23
$71,392.05
$1,706.92
$30,478.97
$25,354.41
$220.25
5112.48
$6.16
$13,512.86
($4,162.82)
(54,162.82)
$1,896,678.78

i)

Grand Total
$256,743.25
$283,483.49
$21,004.25
$15,404.58
$193,046.56
$1,931.43
$3,807.76
$22.15
$48,266.76

Iltem 10

Exhibit C2/ES/E7

(d)
Reference

Aqua NC SWR Exhibit Ds
ES

C2-No Adjustment

E7

E7

E7

C2-No Adjustment
C2-No Adjustment

($26,740.24) Agqua NC SWR Exhibit Ds
{$26,740.24) €7

$1,332,130.89
$1,484,382.04
$48,914.51
$586,039.01
$657,349.79
$6,164.13
$11,557.75
$B89.60
$174,267.25

Aqua NC WTR Exhibit Dw
ES

C2-No Adjustment

E7

E7

E7

€2-No Adjustment

C2-No Adjustment

($152,251.15) Agqua NC WTR Exhibil Dw
{$152,251.15) €7

$211,329.53
$221,622.52
$8,358.49
$106,775.12
$67,042.44
$598.93
$365.94
$20.75
$38,460.85

Brookwood WTR Exhibit Dw
ES

C2-No Adjustment

E7

E7

E7

C2-No Adjustment

C2-No Adjustment

{$10,292.99} Brookwood WTR Exhibit Dw
{$10,292.99) E7

$29,245.88
$32,972.32
§2,724.78
$2,633.55
$18,768.73
$171.58
$212.38
$3.51
$8,457.79

Fairways SWR Exhibit Ds
€5

C2-No Adjustment

E7

E7

E7

C2-No Adjustment
£2-No Adjustment

{$3,726.44) Fairways SWR Exhibit Ds
{53,726.44) E7

$67,229.23
$71,392.05
$1,706.92
$30,478.97
$25,354.41
$220.25
$112.48
$6.16
$13,512.86

Fairways WTR Exhibit Dw
E5

C2-No Adjustment

E7

E7

E7

C2-No Adjustment

C2-No Adjustment

{$4,162.82) Fairways WTR Exhibit Dw
(54,162.82) E7

$1,896,678.78
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W-218 Sub 573
Adjustment# C9

Amortization Expense

AS ADJUSTED:

Amortization Expense has been adjusted to reflect the annualized expense that
is expected to be realized by (a) Aqua North Carolina Water and Sewer (b)
Brookwood Water and (¢) Fairways Utilities Water and Sewer going forward.

This expense has been adjusted to the most recent monthly level of tank
painting amortization for each rate division — all amounts have been updated
to the end of test year (December 2021) amount. This current amount has
been annualized and an adjustment has been made to amortization expense to
the correct end-of-test-year level.

The following support schedules are attached:

e Amortization - Summary by GL Acct (Exhibit C9). This schedule
provides Rate Division and GL Account detail walking from Per
Books to Grand Total and ties to the Dw and Ds schedules from the
respective application books.

e Amortization — Update to Tank Painting (Exhibit C9-1). This
schedule provides detail by Rate Division by month for the test year.
A calculation is performed to determine the annual level based on the
December 202 1/end-of-test-year amount. An adjustment amount has
been calculated to get from the test year amount to the correct end-of-
test-year level of expense.

¢ Amortization — Summary of AA & AIA Amortization (Exhibit C9-2).
This schedule provides the annual amounts for these assets as of the
end of the test year. A calculation is performed to adjust the test year
amount to the correct end-of-test-year level of these amortization
amounts.

NOTE-Amortization of rate case expense is part of a separate adjustment.

The adjustments detailed in the schedules above are necessary to reflect the
appropriate amount of Amortization Expense the Company expects to incur
during the multi-year (WSIP) rate proceeding. These amounts are not
forecasted to change for the base year or rate years 1-3.
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Adjustment# E0-E11
W-218 Sub 573

Exhibit E Adjustments — Other Revenues and Expenses

EO - Abatements

El - Late Payments

E2 — Reversal of Certain Other Revenues

E3 — Reversal of Interest Income & AFUDC

E4 - Bad Debt Expense / Uncollectibles

ES5 - Taxes Other Than Income

E6 — Gross Receipts Tax — NO LONGER APPLICABLE
E9 — Interest (Debt, Cust Deposits, etc) Adjustment

E10 - Misc Non-Utility Expense

E1l - Consumption & Annualization Adjustments

AS ADJUSTED:

¢ EO0: The Abatement percentage (2019 abatements divided by 2019 revenue)
has been applied to pro forma revenues to produce the amount of pro forma
abatements. 2019 was chosen for this calculation to avoid the impact that
Covid 19 had on these results for 2020 and 2021. This percentage remains the
same throughout the WSIP period of this proceeding.

s El: The Late Payment Fees percentage (2019 late payments fees divided by
2019 revenue) has been applied to pro forma revenues to produce the amount
of pro forma late payment fees. 2019 was chosen for this calculation to avoid
the impact that Covid 19 had on these results for 2020 and 2021. This
percentage remains the same throughout the WSIP period of this proceeding.

e E2 - Reversal of Certain Other Revenues. Certain Revenue GL accounts
have been removed from the per books revenue amounts for rate-making
purposes. These include Refunds related to TCJA adjustments that expired as
0f 12/31/2021 as well as a refund reserve related to the 2021 tiered rate pilot
program.

e E3: The Company has removed interest income generated from the debt
balances maintained at Co-Bank and from AFUDC. The Company’s interest
expense claim has been synchronized with rate base in this proceeding and is
further supported by W-1 Item 3 and Exhibit M of the Company’s Application
for Rate Increase.

e E4: Bad Debt Expense (Uncollectibles) has been adjusted by applying the
2019 per books Bad Debt expense amount as a percentage of 2019 per books
Service Revenue. This percentage was then applied to the requested revenue
increase to calculate the adjusted Bad Debt amount. 2019 was chosen for this

OFFICIAL COPY

Jun 30 2022



Iltem 10

calculation to avoid the impact that Covid 19 had on these results for 2020 and
2021. This percentage remains the same throughout the WSIP period of this
proceeding.

ES:  Taxes Other Than Income (PUC Regulatory Fee). The current NCUC
regulatory fee of 0.13% has been applied to “as adjusted” and “after increase”
revenue amounts to calculate this adjustment.

E7: Taxes Other Than Income (Payroll Taxes). The test year percentage of
payroll taxes as a percent of payroll expense has been applied to pro forma
labor expense amounts to calculate this adjustment.

E8: Income Taxes (Deferred Taxes). Test year amounts of deferred taxes
have been reversed and Income tax has been calculated using Exhibit K.

E9: Interest on Long-Term Debt and Short-Term debt and the Amertization
of Debt Issuance costs have been adjusted to zero for ratemaking purposes.
For ratemaking purposes, the Company has synchronized Interest Expense
with its pro forma Rate Base in the calculation of the revenue requirement in
this proceeding. Interest expense on customer deposits for the test year was
left unchanged.

E10: Miscellaneous non-utility expenses, which should not be considered for
ratemaking purposes, have been removed.

E11: Annualization & Consumption Adjustments - a consumption
adjustment for certain water O&M expense accounts has been made to reflect
the difference between the test year consumption for each rate entity as
compared to the three-year consumption average for that entity. Each
individual GL account used in this adjustment is listed under E11. No
adjustments were made for sewer accounts as those are almost exclusively flat
rate customers.

o Each rate entity also has an annualization factor for the projected
customer counts throughout the multi-year (WSIP) rate process. The
three year average of customer growth for the pertod 2019-2021 was
used and this level of customer growth was projected as part of the rate
design process.

o These annualization adjustments can be seen on the respective Exhibit
Dw’s and Ds’s on or around line 50.
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