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INTRODUCTION

Q.

A.

> 0 » © » O »

PLEASE STATE YOUR NAME AND ADDRESS.

My name is John J. Spanos. My business address is 207 Senate Avenue,
Camp Hill, Pennsylvania, 17011.

ARE YOU ASSOCIATED WITH ANY FIRM?

Yes. | am associated with the firm of Gannett Fleming Valuation and Rate
Consultants, LLC (Gannett Fleming).

HOW LONG HAVE YOU BEEN ASSOCIATED WITH GANNETT
FLEMING?

| have been associated with the firm since June 1986.

WHAT IS YOUR POSITION WITH THE FIRM?

| am President.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?

| am testifying on behalf of Aqua North Carolina, Inc. (Aqua or the Company).
PLEASE STATE YOUR QUALIFICATIONS.

| have 36 years of depreciation experience which includes giving expert
testimony in over 400 cases before 41 regulatory commissions, including this
Commission. These cases have included depreciation studies in the electric,
gas, water, wastewater and pipeline industries. In addition to cases where |
have submitted testimony, | have also supervised over 700 other
depreciation or valuation assignments. Please refer to Appendix A for my

qualifications statement, which includes further information with respect to my
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work history, case experience, and leadership in the Society of Depreciation
Professionals.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
My testimony will support and explain the most appropriate life and
depreciation rate for new software applications for Aqua.

PLEASE DEFINE THE CONCEPT OF DEPRECIATION.

Depreciation refers to the loss in service value not restored by current
maintenance, incurred in connection with the consumption or prospective
retirement of utility plant in the course of service from causes which are
known to be in current operation, against which the Company is not protected
by insurance. Among the causes to be given consideration are wear and
tear, decay, action of the elements, obsolescence, changes in the art,
changes in demand and the requirements of public authorities.

HAVE YOU FILED ANY EXHIBITS WITH YOUR TESTIMONY?

No.

DOES AQUA HAVE SOFTWARE APPLICATIONS ON THE BOOKS?
Yes.

IS AQUA ADDING NEW SOFTWARE APPLICATIONS?

Yes.

ARE THE NEW SOFTWARE APPLICATIONS THE SAME AS THOSE

THAT CURRENTLY ARE ON THE BOOKS?
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No. Aqua is adding new SAP software with multiple applications. The SAP
system is a much more versatile application than the current applications and
will allow for many more functions.

SHOULD THE NEW SAP APPLICATIONS HAVE THE SAME RECOVERY
PATTERN AS THE EXISTING APPLICATIONS?

No. The SAP application should have a longer useful life. These types of
assets are consistently amortized over a 15-year period.

HOW IS THE 15 YEAR AMORTIZATION ESTABLISHED?

The amortization period for these types of assets is established based on a
useful life. Large software applications will most likely have updates while
the application is in service which improves functionality; however, the
primary components will eventually need to be extensively replaced or
modified due to technological requirements. Given the SAP application, a
15-year period is considered the most appropriate. This period is most
commonly utilized in the industry for large software applications similar to
SAP and also comparable to the period utilized by other Aqua entities.
WILL THE 15 YEAR USEFUL LIFE BE UTILIZED FOR ALL
COMPONENTS?

Yes. Each vintage of the software application should be depreciated or
amortized for 15-years at a 6.67% rate.

SHOULD THE 15 YEAR LIFE APPLY TO ALL NEW SOFTWARE

APPLICATIONS?
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No. The 15-year life and 6.67% rate should only apply to the larger SAP
software applications.
DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes.
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SPANOS APPENDIX A
W-218 SUB 573

JOHN J. SPANOS

DEPRECIATION EXPERIENCE

PLEASE STATE YOUR NAME.

My name is John J. Spanos.

WHAT IS YOUR EDUCATIONAL BACKGROUND?

| have Bachelor of Science degrees in Industrial Management and
Mathematics from Carnegie-Mellon University and a Master of Business
Administration from York College.

DO YOU BELONG TO ANY PROFESSIONAL SOCIETIES?

Yes. | am a member and past President of the Society of Depreciation
Professionals and a member of the American Gas Association/Edison
Electric Institute Industry Accounting Committee.

DO YOU HOLD ANY SPECIAL CERTIFICATION AS A DEPRECIATION
EXPERT?

Yes. The Society of Depreciation Professionals has established national
standards for depreciation professionals. The Society administers an
examination to become certified in this field. | passed the certification exam
in September 1997 and was recertified in August 2003, February 2008,
January 2013 and February 2018.

PLEASE OUTLINE YOUR EXPERIENCE IN THE FIELD OF
DEPRECIATION.

In June 1986, | was employed by Gannett Fleming Valuation and Rate

Consultants, Inc. as a Depreciation Analyst. During the period from June
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1986 through December 1995, | helped prepare numerous depreciation
and original cost studies for utility companies in various industries. | helped
perform depreciation studies for the following telephone companies:
United Telephone of Pennsylvania, United Telephone of New Jersey, and
Anchorage Telephone Utility. | helped perform depreciation studies for the
following companies in the railroad industry: Union Pacific Railroad,
Burlington Northern Railroad, and Wisconsin Central Transportation
Corporation.

| helped perform depreciation studies for the following organizations in the
electric utility industry: Chugach Electric Association, The Cincinnati Gas
and Electric Company (CG&E), The Union Light, Heat and Power
Company (ULH&P), Northwest Territories Power Corporation, and the City
of Calgary - Electric System.

| helped perform depreciation studies for the following pipeline companies:
TransCanada Pipelines Limited, Trans Mountain Pipe Line Company Ltd.,
Interprovincial Pipe Line Inc., Nova Gas Transmission Limited and
Lakehead Pipeline Company.

| helped perform depreciation studies for the following gas utility
companies: Columbia Gas of Pennsylvania, Columbia Gas of Maryland,
The Peoples Natural Gas Company, T. W. Phillips Gas & Oil Company,
CG&E, ULH&P, Lawrenceburg Gas Company and Penn Fuel Gas, Inc.

| helped perform depreciation studies for the following water utility

companies: Indiana-American Water Company, Consumers Pennsylvania
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Water Company and The York Water Company; and depreciation and
original cost studies for Philadelphia Suburban Water Company and
Pennsylvania-American Water Company.

In each of the above studies, | assembled and analyzed historical and
simulated data, performed field reviews, developed preliminary estimates
of service life and net salvage, calculated annual depreciation, and
prepared reports for submission to state public utility commissions or
federal regulatory agencies. | performed these studies under the general
direction of William M. Stout, P.E.

In January 1996, | was assigned to the position of Supervisor of
Depreciation Studies. In July 1999, | was promoted to the position of
Manager, Depreciation and Valuation Studies. In December 2000, | was
promoted to the position as Vice-President of Gannett Fleming Valuation
and Rate Consultants, Inc., in April 2012, | was promoted to the position as
Senior Vice President of the Valuation and Rate Division of Gannett
Fleming Inc. (now doing business as Gannett Fleming Valuation and Rate
Consultants, LLC) and in January of 2019, | was promoted to my present
position of President of Gannett Fleming Valuation and Rate Consultants,
LLC. In my current position | am responsible for conducting all
depreciation, valuation and original cost studies, including the preparation
of final exhibits and responses to data requests for submission to the
appropriate regulatory bodies.

Since January 1996, | have conducted depreciation studies similar to those
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previously listed including assignments for Pennsylvania-American Water
Company; Aqua Pennsylvania; Kentucky-American Water Company;
Virginia-American Water Company; Indiana-American Water Company;
lowa-American Water Company; New Jersey-American Water Company;
Hampton Water Works Company; Omaha Public Power District; Enbridge
Pipe Line Company; Inc.; Columbia Gas of Virginia, Inc.; Virginia Natural
Gas Company National Fuel Gas Distribution Corporation - New York and
Pennsylvania Divisions; The City of Bethlehem - Bureau of Water; The City
of Coatesville Authority; The City of Lancaster - Bureau of Water; Peoples
Energy Corporation; The York Water Company; Public Service Company
of Colorado; Enbridge Pipelines; Enbridge Gas Distribution, Inc.; Reliant
Energy-HLP; Massachusetts-American Water Company; St. Louis County
Water Company; Missouri-American Water Company; Chugach Electric
Association; Alliant Energy; Oklahoma Gas & Electric Company; Nevada
Power Company; Dominion Virginia Power; NUI-Virginia Gas Companies;
Pacific Gas & Electric Company; PSI Energy; NUI - Elizabethtown Gas
Company; Cinergy Corporation — CG&E; Cinergy Corporation — ULH&P;
Columbia Gas of Kentucky; South Carolina Electric & Gas Company;
Idaho Power Company; El Paso Electric Company; Aqua North Carolina;
Agua Ohio; Aqua Texas, Inc.; Aqua lllinois, Inc.; Ameren Missouri; Central
Hudson Gas & Electric; Centennial Pipeline Company; CenterPoint
Energy-Arkansas; CenterPoint Energy — Oklahoma; CenterPoint Energy —

Entex; CenterPoint Energy - Louisiana; NSTAR — Boston Edison
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Company; Westar Energy, Inc.; United Water Pennsylvania; PPL Electric
Utilities; PPL Gas Utilities; Wisconsin Power & Light Company;
TransAlaska Pipeline; Avista Corporation; Northwest Natural Gas;
Allegheny Energy Supply, Inc.; Public Service Company of North Carolina;
South Jersey Gas Company; Duquesne Light Company; MidAmerican
Energy Company; Laclede Gas; Duke Energy Company; E.ON U.S.
Services Inc.; Elkton Gas Services; Anchorage Water and Wastewater
Utility; Kansas City Power and Light; Duke Energy North Carolina; Duke
Energy South Carolina; Monongahela Power Company; Potomac Edison
Company; Duke Energy Ohio Gas; Duke Energy Kentucky; Duke Energy
Indiana; Duke Energy Progress; Northern Indiana Public Service
Company; Tennessee- American Water Company; Columbia Gas of
Maryland; Maryland-American Water Company; Bonneville Power
Administration; NSTAR Electric and Gas Company; EPCOR Distribution,
Inc.; B. C. Gas Utility, Ltd; Entergy Arkansas; Entergy Texas; Entergy
Mississippi; Entergy Louisiana; Entergy Gulf States Louisiana; the
Borough of Hanover; Louisville Gas and Electric Company; Kentucky
Utilities Company; Madison Gas and Electric; Central Maine Power;
PEPCO; PacifiCorp; Minnesota Energy Resource Group; Jersey Central
Power & Light Company; Cheyenne Light, Fuel and Power Company;
United Water Arkansas; Central Vermont Public Service Corporation;
Green Mountain Power; Portland General Electric Company; Atlantic City

Electric; Nicor Gas Company; Black Hills Power; Black Hills Colorado Gas;
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Black Hills Energy Arkansas, Inc.; Black Hills Kansas Gas; Black Hills Service
Company; Black Hills Utility Holdings; Public Service Company of
Oklahoma; City of Dubois; Peoples Gas Light and Coke Company; North
Shore Gas Company; Connecticut Light and Power; New York State
Electric and Gas Corporation; Rochester Gas and Electric Corporation;
Greater Missouri Operations; Tennessee Valley Authority; Omaha Public
Power District; Indianapolis Power & Light Company; Vermont Gas
Systems, Inc.; Metropolitan Edison; Pennsylvania Electric; West Penn
Power; Pennsylvania Power; PHI Service Company - Delmarva Power and
Light; Atmos Energy Corporation; Citizens Energy Group; PSE&G
Company; Berkshire Gas Company; Alabama Gas Corporation; Mid-
Atlantic Interstate Transmission, LLC; SUEZ Water; WEC Energy Group;
Rocky Mountain Natural Gas, LLC; lllinois-American Water Company;
Northern lllinois Gas Company; Public Service of New Hampshire and
Newtown Artesian Water Company.

My additional duties include determining final life and salvage estimates,
conducting field reviews, presenting recommended depreciation rates to
management for its consideration and supporting such rates before
regulatory bodies.

HAVE YOU SUBMITTED TESTIMONY TO ANY STATE UTILITY
COMMISSION ON THE SUBJECT OF UTILITY PLANT
DEPRECIATION?

Yes. | have submitted testimony to the Pennsylvania Public Utility
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Commission; the Commonwealth of Kentucky Public Service
Commission; the Public Utilities Commission of Ohio; the Nevada Public
Utility Commission; the Public Utilities Board of New Jersey; the Missouri
Public Service Commission; the Massachusetts Department of
Telecommunications and Energy; the Alberta Energy & Utility Board; the
Idaho Public Utility Commission; the Louisiana Public Service
Commission; the State Corporation Commission of Kansas; the
Oklahoma Corporate Commission; the Public Service Commission of
South Carolina; Railroad Commission of Texas — Gas Services Division;
the New York Public Service Commission; lllinois Commerce
Commission; the Indiana Utility Regulatory Commission; the California
Public Utilities Commission; the Federal Energy Regulatory Commission
(“FERC"); the Arkansas Public Service Commission; the Public Utility
Commission of Texas; Maryland Public Service Commission; Washington
Utilities and Transportation Commission; The Tennessee Regulatory
Commission; the Regulatory Commission of Alaska; Minnesota Public
Utility Commission; Utah Public Service Commission; District of Columbia
Public Service Commission; the Mississippi Public Service Commission;
Delaware Public Service Commission; Virginia State Corporation
Commission; Colorado Public Utility Commission; Oregon Public Utility
Commission; South Dakota Public Utilities Commission; Wisconsin Public
Service Commission; Wyoming Public Service Commission; the Public

Service Commission of West Virginia; Maine Public Utility Commission;
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lowa Utility Board; Connecticut Public Utilities Regulatory Authority; New
Mexico  Public Regulation  Commission; Commonwealth  of
Massachusetts Department of Public Utilities; Rhode Island Public
Utilities Commission and the North Carolina Utilities Commission.

HAVE YOU HAD ANY ADDITIONAL EDUCATION RELATING TO
UTILITY PLANT DEPRECIATION?

Yes. | have completed the following courses conducted by Depreciation
Programs, Inc.: “Techniques of Life Analysis,” “Techniques of Salvage
and Depreciation Analysis,” “Forecasting Life and Salvage,” “Modeling
and Life Analysis Using Simulation,” and “Managing a Depreciation
Study.” | have also completed the “Introduction to Public Utility
Accounting” program conducted by the American Gas Association.
DOES THIS CONCLUDE YOUR QUALIFICATION STATEMENT?

Yes.
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