SANFORD LAW OFFICE, PLLC
Jo Anne Sanford, Attorney at Law

March 1, 2023

Ms. A. Shonta Dunston, Chief Clerk Via Electronic Filing
North Carolina Utilities Commission

4325 Mail Service Center
Raleigh, North Carolina 27699-4325

Re: Aqua North Carolina, Inc.
Eighth Water System Improvement Charge/Sewer System
Improvement Charge Annual Report and Experience Modification
Factor Calculations
Docket No. W-218, Sub 526A

Dear Ms. Dunston:

Aqua North Carolina, Inc. ("Aqua” or “Company”) hereby submits for filing
its Eighth Water System Improvement Charge/Sewer System Improvement
Charge (“WSIC/SSIC”) Annual Report and Experience Modification Factor
Calculations. This Eighth WSIC/SSIC Annual Report is filed pursuant to
G.S. 62-133.12 and NCUC Rules R7-39(j) and () and R10-26(j) and (l).

As always, thank you and your staff for your assistance; please feel free to
contact me if there are any questions or suggestions.

Sincerely,

Electronically Submitted
IslJo Anne Sanford
Sanford Law Office, PLLC
State Bar No. 6831

Attorney for Aqua North Carolina, Inc.

c: Parties of Record

P.O. Box 28085, Raleigh, NC 27611-8085 sanford@sanfordlawoffice.com
Tel: 919.210.4900
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STATE OF NORTH CAROLINA
UTILITIES COMMISSION
RALEIGH
DOCKET NO. W-218, SUB 526A
In the Matter of
Aqua North Carolina, Inc., 202 MacKenan EIGHTH WSIC/SSIC ANNUAL

)

Court, Cary, North Carolina 27511 - } REPORT AND EXPERIENCE
)
)

Reporting Requirements from General MODIFICATION FACTOR
Rate Case Order in Docket No. W-218, CALCULATIONS

Sub 526

NOW COMES Aqua North Carolina, Inc. (“Aqua” or “Company”), by and
through counsel, and hereby submits its Water System Improvement
Charge/Sewer System Improvement Charge (“WSIC/SSIC") Annual Report and
Experience Modification Factor (“EMF") Calculations (Eighth Annual Report”)
pursuant to G.S. 62-133.12 and NCUC Rules R7-39(j) and (I) and R10-26(j) and ().

Aqua states the following in support of this Eighth Annual Report:

1. On June 12, 2013, North Carolina Session Law 2013-106 (House Bill
710), An Act to Permit Water Utilities to Adjust Rates for Changes in Costs Based
on Third-Party Rates and to Authorize the Utilities Commission to Approve a Rate
Adjustment Mechanism for Water and Sewer Utilities to Recover Costs for Water
and Sewer System Improvements, was signed into law, having previously been
ratified by the North Carolina General Assembly. In this legislation, the General
Assembly, in pertinent part, enacted G.S. 62-133.12 to authorize the Commission
in a general rate case proceeding to approve a rate adjustment mechanism to
allow water and sewer utilities to recover reasonable and prudently incurred

investments in eligible water and sewer system improvements. Session Law 2013-
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106 became effective on June 12, 2013. Prior to enactment of this legislation, the
Commission did not have statutory authority to establish these rate adjustment
mechanisms for water and sewer utilities.

2. (G.S. 62-133.12 provides for Commission approval of a water system
improvement charge ("WSIC") and a sewer system improvement charge (“"SSIC”),
upon finding the rate adjustment mechanism is in the public interest.
G.S. 62-133.12(a) provides, in pertinent part, as follows:

"The frequency and manner of the rate adjustments under the
mechanism shall be as prescribed by the Commission."

3. On August 28, 2013, the Commission entered an Order Establishing
Rulemaking in Docket No. W-100, Sub 54 and, in pertinent part, granted Aqua’s
petition to intervene.

4. On May 2, 2014, the Commission entered an Order Granting Partial
Rate Increase, Approving Rate Adjustment Mechanism, and Requiring Customer
Notice (“2014 Rate Case Order”) in Docket No W-218, Sub 363.

5. Decretal Paragraph 9 of the 2014 Rate Case Order provided that:
"Aqua’s request to utilize a WSIC/SSIC mechanism pursuant to G.S. 62-133.12 to
recover certain incremental costs related to eligible investment in water and sewer
infrastructure projects completed and placed in service between general rate case
proceedings is in the public interest and is hereby approved.”

6. Decretal Paragraph 10 of the 2014 Rate Case Order provided that:
“Aqua shall utilize the alternative procedures set forth in Appendices C and D,
attached hereto, and shall make the requisite filings in order to qualify for

2
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implementation of the WSIC/SSIC without having to make an additional rate filing
subsequent to the adoption of final rules in Docket No. W-100, Sub 54."

7. On June 6, 2014, the Commission entered an Order Adopting Rules
to implement G.S. 62-133.12 in Docket No. W-100, Sub 54. Rule R7-39, entitled
“Water System Improvement Charge Mechanism,” and Rule R10-26, entitled
“Sewer System Improvement Charge Mechanism,” were adopted, effective as of
the date of the rulemaking order.

8. Commission Rules R7-39(!) and R10-26() require utilities with
approved WSIC/SSIC mechanisms, such as Aqua, to file Annual Reports within
60 days of the end of each WSIC/SSIC period. Pursuant to Rules R7-39(b)(7) and
R10-26(b)(7), the terms “WSIC Period” and "SSIC Period” are defined to be the
12-month period ended December 31 for Aqua. The Rules, in subsection (I),
specify what must be included in the Annual Report and require (1) Aqua to
reconcile the Company’s actual eligible water and sewer system improvement
costs with actual WSIC and SSIC revenues and make WSIC/SSIC EMF
computations and (2) the Public Staff to audit Aqua's actual eligible water and
sewer system improvement costs, actual WSIC and SSIC revenues, and
WSIC/SSIC EMF computations, and file a report on its audit no later than four
months after the end of Aqua's WSIC/SSIC Period.

9. Commission Rules R7-39(j) and R10-26(j) establish an “Experience
Modification Factor” or “EMF” and provide that the WSIC and SSIC shall be

modified through the use of an EMF that reflects the difference between the WSIC
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and SSIC Revenue Requirement and the revenues that were actually realized
under the WSIC and SSIC during the WSIC/SSIC Period. The Rules further
provide that the EMF shall remain in effect for a 12-month period and that, pursuant
to G.S. 62-130(e), any over-collection of reasonable and prudently incurred costs
of the utility for eligible water and sewer system improvements to be refunded to a
utility’s customers through operation of the EMF shall include an amount of interest
at such rate as the Commission determines to be just and reasonable, not to
exceed the maximum statutory rate.

10. Agua filed an Application for a general rate increase in Docket No.
W-218, Sub 526 on December 31, 2019. The Commission entered an Order
("2020 Rate Case Order”) in that docket on October 26, 2020, which granted the
Company a partial rate increase. Consistent with Commission Rules R7-38(k) and
R10-26(k), Aqua’'s WSIC and SSIC surcharges were reset to zero as of result of
the Sub 526 docket.

11.  The first update to Aqua’s WS!C and SSIC surcharges under W-218,
Sub 526A went into effect on January 1, 2021.

12. The second update to Aqua's WSIC and SSIC surcharges under
W-218, Sub 526A was proposed to go into effect on July 1, 2021; however — due
to disputed items — the Commission’s Sub 526A WSIC/SSIC Surcharge Order was
not issued until November 1, 2021.

13. The third update to Aqua’s WSIC and SSIC surcharges under

W-218, Sub 526A went into effect on January 1, 2022,
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14.

The fourth update to Aqua's WSIC and SSIC surcharges under

W-218, Sub 526A went into effect on July 1, 2022.

15.

Based on the information set forth in this Eighth Annual Report,

including Appendix A attached hereto, Aqua hereby notifies the Commission that

the Company experienced WSIC/SSIC (over)/under-collections during the

2022 WSIC/SSIC Period as follows:

16.

Aqua Water $9,363 under-collection
Aqua Sewer $33,904 over-collection*
Fairways Water $518 under-collection
Fairways Sewer $491 under-collection
Brookwood Water $400 over-collection*

*The over collection amounts include the application of 10% interest.

As calculated in Appendix A, the WSIC/SSIC under-collections result

in the following EMF adjustments as follows:

17.

served, is:

Aqua Water +0.02%
Agua Sewer -0.19%
Fairways Water +0.04%
Fairways Sewer  +0.02%
Brookwood Water -0.01%

The attorney for Aqua, on whom all pleadings and notices should be

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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WHEREUPON, Aqua hereby requests that, for purposes of and consistent
with G.S. 62-133.12 and Commission Rules R7-39 and R10-26, the Commission
approve (a) this Eighth Annual Report, (b) the WSIC/SSIC EMF cailculations set
forth in this Eighth Annual Report, and (c) implementation of the proposed
WSIC EMFs for Aqua Water, Brookwood Water and Fairways Water, and the
proposed SSIC EMFs for Aqua Sewer and Fairways Sewer effective for service
rendered on and after July 1, 2023.

Respectfully submitted this 1st day of March 2023.

SANFORD Law OFFICE, PLLC
Electronically Submitted

Is/lJo Anne Sanford

North Carolina State Bar No. 6831

P.O. Box 28085

Raleigh, North Carolina 27611-8085
Phone: 919-210-4900

E-mail: sanford@sanfordlawoffice.com

/s/iRobert H. Bennink, Jr.

Bennink Law Office

North Carolina 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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VERIFICATION

Dean R. Gearhart, being duly sworn, deposes and says: that he is the Manager
of Rates and Planning for Aqua North Carolina, Inc.; that he is familiar with the
facts set out in this EIGHTH WSIC/SSIC ANNUAL REPORT AND EXPERIENCE
MODIFICATION FACTOR CALCULATIONS filed in Docket No. W-218,
Sub 526A,; that he has read the foregoing Eighth Annual Report and knows the
contents thereof; and that the Report 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.

Dean R. Gearhart

Sworn tq and subscribed before me this

the _\ = day of March 2023,
i ?QQ\.; 1hN &@m
tary Public

My Commission Expires: \N\M\B &O&w
“ e
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CERTIFICATE OF SERVICE

| hereby certify that | have served a copy of the foregoing EIGHTH
WSIC/SSIC ANNUAL REPORT AND EXPERIENCE MODIFICATION FACTOR
CALCULATIONS filed in Docket No. W-218, Sub 526A on the parties to that
Docket 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 1st day of March 2023.

Electronically Submitted

/s/Jo Anne Sanford
State Bar No. 6831

SANFORD LAW OFFICE, PLLC
sanford@sanfordlawoffice.com
Tel: 919-210-4900
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