SANFORD LAW OFFICE, PLLC

Jo Anne Sanford, Attorney at Law

November 1, 2021

Ms. A. Shonta Dunston, Chief Clerk

North Carolina Utilities Commission Via Electronic Filing
4325 Mail Service Center

Raleigh, North Carolina 27699-4325

Re: Aqua North Carolina, Inc.
Docket No. W-218, Sub 526A
Application for Approval of Water and Sewer System Improvement
Charge Rate Adjustments Pursuant to G.S. 62-133.12
Dear Ms. Dunston:

Aqua North Carolina, Inc. (“Aqua” or “Company”) hereby files an
Application for Approval of Water and Sewer System Improvement Charge Rate
Adjustments Pursuant to G.S. 62-133.12 and Commission Rules R7-39 and
R10-26. Aqua submits that these water and sewer system improvements are
prudent and necessary to enable the Company to provide safe, reliable, and
efficient service to its customers in accordance with applicable water quality
and effluent standards, and requests that the Commission, upon review of this
Application, so find. The impacts of these updated surcharges, to become
effective for service rendered on and after January 1, 2022, range from a $0.38
to $2.46 surcharge per month for the various "average” residential customers in
the Aqua network, varying by rate division.

Aqua hereby requests that the Commission approve implementation of
the proposed new WSIC and SSIC tariffs and percentage charges effective for
service rendered on and after January 1, 2022. The Company further requests
that, if there are issues in controversy between Aqua and the Public Staff at the
time this matter is presented to and considered by the Commission at Staff
Conference, the Commission proceed to enter an Order effective for service
rendered on and after January 1, 2022, approving new WSIC/SSIC surcharge

percentages which comprise and reflect a decision on all issues not then in
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controversy between the parties, assuming the Commission accepts the parties’
joint view. The Commission is requested to thereafter proceed to separately
consider and rule on the contested issues by way of a second Order and revise
the applicable WSIC/SSIC surcharge percentages as necessary. This procedure
will, if applied to this and future WSIC/SSIC Surcharge Applications, mitigate
the degree of regulatory lag and negative short-term financial impacts on the
Company.

As always, thank you and your staff for your assistance; please feel free to

contact me if there are questions or suggestions.

Sincerely,

Electronically Submitted

/s/Jo Anne Sanford

State Bar No. 6831

Attorney for Aqua North Carolina, Inc.

C: Parties of Record
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STATE OF NORTH CAROLINA
UTILITIES COMMISSION
RALEIGH

DOCKET NO. W-218, SUB 526A

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

APPLICATION FOR APPROVAL
OF WATER AND SEWER
SYSTEM IMPROVEMENT
CHARGE RATE ADJUSTMENTS
PURSUANT TO G.S. 62-133.12

N N N N N N

NOW COMES Aqua North Carolina, Inc. (“Aqua” or “Company”), by and
through counsel, and hereby applies to the North Carolina Utilities Commission
(“Commission” or “NCUC”") for authority to implement water and sewer system
improvement charge (“WSIC/SSIC”) rate adjustments pursuant to G.S. 62-133.12
and NCUC Rules R7-39 and R10-26. Aqua states the following in support of this
Application:

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 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 2013-106 became
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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 was recently amended by the North Carolina
General Assembly by Section 2 of Session Law 2021-149 (Senate Bill 211)
effective September 10, 2021. A copy of the newly-amended G.S. 62-133.12, as
set forth in Session Law 2021-149, is attached hereto as Appendix A.

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

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

4. 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.

5. 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.

6. 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
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infrastructure projects completed and placed in service between general rate case
proceedings is in the public interest and is hereby approved.”

7. 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
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.”

8. 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.

9. Rules R7-39(f) and R10-26(f) provide that once WSIC and SSIC
mechanisms are approved and eligible water and sewer system improvements are
in service, the utility (in this case, Aqua) may file a request with the Commission
for authority to impose the water and sewer system improvement charges pursuant
to the mechanisms, to be effective no less than 60 days after filing the request.

10.  On October 26, 2020, the Commission entered an Order Approving
Partial Settlement Agreement and Stipulation, Deciding Contested Issues,
Granting Partial Rate Increase, and Requiring Customer Notice (“2020 Rate Case

Order”) in Docket No. W-218, Sub 526, Aqua’s most recent general rate case.
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11. Commission Rules R7-39(i) and R10-26(i) provide that authorized
utilities, such as Aqua, may file requests for WSIC and SSIC rate adjustments no
more frequently than semiannually. Therefore, by this Application, Aqua files this
semiannual application (in Docket No. W-218, Sub 526A) for WSIC and SSIC rate
adjustments, provides the requisite minimum notice of 60 days, and requests
authority to impose revised WSIC and SSIC customer charges effective for service
rendered on and after January 1, 2022.

12.  Pursuant to NCUC Rules R7-39(b)(7) and R10-26(b)(7), the WSIC
and SSIC Period for Aqua is the 12-month period ended December 31 each year.
For purposes of this Application, the applicable WSIC and SSIC Period is the
12-month period ended December 31, 2022.

13. Aqua requests authority to recover the incremental depreciation
expense and capital costs associated with the Company’s investment in eligible
water and sewer system improvements as defined in G.S. 62-133.12(c) and (d)
which are detailed in Appendix B to this Application. Aqua asserts that these water
and sewer system improvements are necessary to enable the Company to provide
safe, reliable, and efficient service to its customers in accordance with applicable
water quality and effluent standards and requests that the Commission, upon
review of this Application, so find.

14. In this filing, seven water system improvement projects, which are
specifically identified in Appendix B, schedule ANCW-5, were proposed in order

for the Company to comply with secondary drinking water standards. Pursuant to
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G.S. 62-133.12(c), the Commission has, by Order, specifically approved each of
these secondary water quality projects; thereby authorizing the Company to
implement such projects in order to comply with secondary drinking water
standards. Aqua’s capital investment in these seven secondary water quality
improvement projects totals $2,879,150.

15.  For purposes of this Application, Agqua is seeking cost recovery of its
completed investments in eligible water and sewer system improvements (in-
service as of September 30, 2021) as defined in G.S. 62-133.12(c) and (d), which
are detailed in Appendix B to this Application. These incremental investments total
$6,829,643, the entire amount of which was spent on WSIC/SSIC-eligible system
improvement projects and infrastructure necessary to provide quality water and
sewer utility service to North Carolina customers. The eligible water and sewer
system improvements completed and placed in service by Aqua, which are the
subject of this Application, include water system infrastructure installed to comply
with primary and secondary water drinking standards, and other such statutorily-
authorized water and sewer system improvements. The Company’s cumulative
total investment amount spent to-date on such improvements since enactment of
G.S. 62-133.12 is approximately $58,700,000.

16. NCUC Rules R7-39(b)(2) and R10-26(b)(2) define the term
“depreciation expense” to mean the annual depreciation accrual rates employed
in Aqua’s most recent general rate case for the plant accounts in which the cost of

each eligible water and sewer system improvement is recorded applied to the cost
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of eligible water and sewer system improvements. Accordingly, Aqua has
developed its request for WSIC and SSIC cost recovery of its incremental
depreciation expense utilizing the annual depreciation accrual rates employed in
Docket No. W-218, Sub 526, the Company’s most recent general rate case.

17. NCUC Rules R7-39(b)(1) and R10-26(b)(1) define the term “capital
costs” to mean the pretax return on costs permitted to be capitalized pursuant to
the National Association of Regulatory Utility Commissioners (“NARUC”) Uniform
System of Accounts, net of accumulated depreciation and accumulated deferred
income taxes, using the current federal and state income tax rates and the utility’s
capital structure, cost of long-term debt, and return on equity approved in the
utility’s most recent general rate case. Accordingly, Aqua has developed its
request for WSIC and SSIC cost recovery of its capital costs utilizing the current
federal and state income tax rates and the utility’s capital structure, cost of long-
term debt, and return on equity approved in Docket No. W-218, Sub 526, the
Company’s most recent general rate case.

18. NCUC Rules R7-39(b)(4) and R10-26(b)(4) define the term
“incremental depreciation expense and capital costs” to mean depreciation
expense and capital costs that have been incurred since the utility’s most recent
rate case and have not been included in the utility’s cost of service for ratemaking
purposes. Accordingly, Aqua’s request for WSIC and SSIC cost recovery of its
incremental depreciation expense and capital costs includes only costs incurred

since the Company’s most recent general rate case in Docket No. W-218,
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Sub 526. Aqua further states that such costs have not previously been included
in the Company’s cost of service for ratemaking purposes.

19. NCUC Rules R7-39(b)(6) and R10-26(b)(6) define the terms “WSIC
Revenue Requirement” and “SSIC Revenue Requirement” to mean the annual
revenue required to allow a utility to recover the annual incremental depreciation
expense and capital costs of eligible water and sewer system improvements.
Accordingly, Aqua has developed this Application and calculated its request to
recover the WSIC and SSIC Revenue Requirements consistent with the
methodology set forth in subsections (g) of the referenced rules.

20. Aqua’s incremental/newly-added WSIC Revenue Requirements for
purposes of this Application are: Aqua Water: +$698,562; Brookwood/LaGrange
Water: +$22,270; and Fairways and Beau Rivage Water: +$8,366 (as a result of
the increased cap of 7.5% applied to previous revenue requirement amounts). The
Company’s incremental/newly-added SSIC Revenue Requirements are: Aqua
Sewer: +$39,067; and Fairways and Beau Rivage Sewer: +$3,526.

21. Aqua’s cumulative WSIC Revenue Requirements for purposes of
this Application are: Aqua Water: +$1,350,148; Brookwood/LaGrange Water:
+$60,746; and Fairways and Beau Rivage Water: +$66,351. The Company’s
cumulative SSIC Revenue Requirements are: Aqua Sewer: +$568,740; and
Fairways and Beau Rivage Sewer: +$15,514. NOTE — These cumulative revenue

requirement amounts reflect decisions set forth in the Order entered today by the
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Commission with respect to the Company’s WSIC/SSIC Surcharge Application
referenced in the footnote below.!

22. The projected (non-WSIC/non-SSIC) annual service revenue
amounts have been projected for the period from January 2022 — December 2022.
NCUC Rules R7-39(h) and R10-26(h) specify how the water and sewer system
charges are to be calculated. Subsections (h)(1) of the Rules specify that the
WSIC and SSIC shall be expressed as a percentage carried to two decimal places
and shall be applied to the total utility bill of each customer under the utility’s
applicable service rates and charges.

23. The incremental changes to the WSIC/SSIC surcharges requested
by Aqua, as set forth above, would result in the following proposed updated,
cumulative WSIC and SSIC surcharge percentages to become effective on
January 1, 2022: Cumulative WSIC surcharge percentages---Aqua Water: 3.32%;
Brookwood/LaGrange Water: 0.98%; and Fairways and Beau Rivage Water:
5.35%. Cumulative SSIC surcharge percentages---Aqua Sewer: 3.27%; and
Fairways and Beau Rivage Sewer: 0.71%. Note — These rates include the impact

of the respective EMFs effective 7/1/2021.

1 Aqua filed an Application for a semiannual WSIC/SSIC surcharge adjustment in this docket on
April 28, 2021, proposing that new WSIC/SSIC surcharge percentages become effective for water
and sewer utility service rendered by the Company to customers on and after July 1, 2021. Today,
the Commission decided that Application by entry of its Order Approving Water and Sewer System
Improvement Charges on a Provisional Basis and Requiring Customer Notice. Once Aqua
completes a thorough review of the NCUC'’s Order, it may be necessary for the Company to file
revisions to this Application which will be done as soon as possible.

8
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24. If approved by the Commission, these cumulative surcharge
percentages will be applied to the utility bill of each customer under the Company’s
applicable service rates and charges for service rendered on and after
January 1, 2022.

25.  Subsections (h)(2) of the NCUC Rules specify that the WSIC and
SSIC shall be computed by dividing the annual WSIC and SSIC Revenue
Requirements by the projected non-WSIC/SSIC revenues of the utility during the
12-month period following implementation of the charges. By this Application,
Aqua has made the required computations consistent with the NCUC Rules by
utilizing the following projected non-WSIC Revenue Requirements during the
12-month period following implementation of the charges---Aqua Water:
$40,128,431; Brookwood Water: $6,365,569; and Fairways Water $1,263,679. In
making the required computations, Aqua utilized the following projected non-SSIC
Revenue Requirements---Aqua Sewer: $17,448,549; and Fairways and
Beau Rivage Sewer: $2,300,268.

26. NCUC Rules R7-39(i) and R10-26(i) authorize Aqua to request
semiannual WSIC and SSIC adjustments. By this Application, Aqua applies for a
semiannual WSIC and SSIC rate adjustment in Docket No. W-218, Sub 526A.
Effective as of September 10, 2021, Session Law 2021-149 amended
G.S. 62-133.12(g) to increase the cumulative percentage limitation or cap on
cumulative water and sewer improvement charges from five percent (5%) to seven

and one-half percent (7.5%) of the total annual service revenues approved by the
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Commission in the Company’'s last general rate case.? For purposes of this
Application, Aqua states that the newly-enacted seven and one-half percent
limitation has been calculated as follows based upon the total annual service
revenues approved in the Company’s last general rate proceeding: Aqua Water:
$2,890,987; Aqua Sewer: $1,231,955; Brookwood/LaGrange Water: $482,544;
Fairways and Beau Rivage Water: $86,978; and Fairways and Beau Rivage
Sewer: $161,444.

27. Aqua's proposed WSIC and SSIC adjustments will increase monthly
residential average customer bills as follows:

Aqua Water: Per the current Aqua Water tariff (in effect as of the date of
this filing), a residential customer with usage of 4,871 gallons per month would
have a monthly bill of $51.78. The cumulative WSIC request set forth in this
Application would result in a monthly surcharge of $1.72 for this billed amount, for
a total bill of $53.50. The average monthly residential bills for bulk purchased
water systems will vary, but customer bills will be increased by this same WSIC
surcharge rate.

Aqua Sewer: Per the current Aqua Sewer tariff (in effect as of the date of
this filing), the flat rate residential monthly bill is $75.38. The cumulative SSIC
request set forth in this Application would result in a SSIC surcharge of $2.46, for

a total bill of $77.84. The average monthly bills for metered residential and

2 Subsections (i)(2) of the NCUC Rules need to be amended to specify that cumulative WSIC and
SSIC Revenue Requirements may not exceed seven and one-half percent of the total annual
service revenues approved in the utility’s last general rate proceeding.

10
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commercial sewer customers will vary, but customer bills will be increased by the
same SSIC surcharge rate. The average monthly residential bills for bulk
purchased sewer systems vary, but will have this same SSIC surcharge applied to
customer bills each month.

Fairways and Beau Rivage Water: Per the current Fairways and
Beau Rivage Water tariff (in effect as of the date of this filing), a residential
customer with usage of 7,151 gallons per month would have a monthly bill of
$19.64. The cumulative WSIC request set forth in this Application would result in
a monthly surcharge of $1.05 for this billed amount, for a total bill of $20.69.

Fairways and Beau Rivage Sewer: Per the current Fairways and Beau
Rivage Sewer tariff (in effect as of the date of this filing), the flat rate residential
monthly bill is $54.11. The cumulative SSIC request set forth in this Application
would result in a monthly surcharge amount of $0.38, for a total bill of $54.49. The
average monthly bills for metered residential and commercial sewer customers will
vary, but customer bills will be increased by this same SSIC surcharge rate.

Brookwood/LaGrange Water: Per the current Brookwood/LaGrange
Water tariff (in effect as of the date of this filing), a residential customer with usage
of 5,069 gallons per month, would have a monthly bill of $39.18. The cumulative
WSIC request set forth in this Application would result in a monthly surcharge of
$0.38 for this billed amount, for a total bill of $39.56. The average monthly
residential bills for bulk purchased water systems will vary, but customer bills will

be increased by this same WSIC surcharge rate.

11
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28. Agqua’s proposed WSIC and SSIC tariff is attached hereto as
Appendix C. This tariff is proposed to become effective for water and sewer utility
service rendered on and after January 1, 2022.

29. 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

E-mail: sanford@sanfordlawoffice.com

WHEREUPON, Aqua hereby requests that the Commission approve
implementation of the proposed new WSIC and SSIC tariffs and percentage
charges contained in Appendix C effective for service rendered on and after
January 1, 2022. The Company further requests that, if there are issues in
controversy between Agqua and the Public Staff at the time this matter is presented
to and considered by the Commission at Staff Conference, the Commission
proceed to enter an Order effective for service rendered on and after January 1,
2022, approving new WSIC/SSIC surcharge percentages which comprise and
reflect a decision on all issues not then in controversy between the parties,
assuming the Commission accepts the parties’ joint view. The Commission is
requested to thereafter proceed to separately consider and rule on the contested

issues by way of a second Order and revise the applicable WSIC/SSIC surcharge

percentages as necessary. This procedure will, if applied to this and future
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WSIC/SSIC Surcharge Applications, mitigate the degree of regulatory lag and
negative short-term financial impacts on the Company.
Respectfully submitted this 1st day of November, 2021.
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.

13
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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
Application for Approval of Water and Sewer System Improvement Charge
Rate Adjustments Pursuant to G.S. 62-133.12 filed in Docket No. W-218,
Sub 526A; that he has read the foregoing Application and knows the contents
thereof; and that the Application 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.

Shannon V. Becker

Sworn to and subscribed before me this
the \SY“ day of November, 2021.

Rﬁotary Public
My Commission Expires: N \ Cas : \ 5 &I )&L_O
-

W
\\\“‘%03 &,

BINTY WG
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Aqua North Carolina, Inc,
Docket No. W-218, Sub 526A

Calculation of WSIC & SSIC Revenus Requirement

for WSIC & SSIC Period - First Half of 2021
(April 2020 through September 2020 Additions)

Line

No. em

UNIFORM WATER OPERATIONS

Plant in service

Accumulated depreciation

ADT

MNet plant investment {L1 + L2 + L3}
Pre-tax rate of return

Capital costs {L4 x LS)

Depreciation expense

Subtotal, exciuding regulatory fee (L8 + L7)
Regulatory fee gross-up factor

Annual WSIC revenue requiremeant (1.8 / L9}

SO®EENMh LN

W-218 Sub 526A

Aqua NC's Application for Approval of Water

and Sewer System Improvement Charge
Rate Adjustments

APPENDIX B: 2021-1 updated for
Exhibit 1 20221

12
13
14
15
186
17
18
19
20

41
42
43
44
45
46
47
43
49
50

UNIFORM SEWER CPERATIONS

Plant in service

Accumulated depreciation

ADIT

Net plant investment {L11 + L12 + L13}
Pre-tax rate of return

Capital costs {L14 x L15}

Depreciation expense

Subtotal, excluding reguiatory fee {L16 + L17)
Regulatory fee gross-up factor

Annual SSIC revenue requirement {L18 FL19)

FAIRWAYS WATER OPERATIONS

Plant in service

Accumulated depreciation

ADIT

Net plant investment (L21 + L22 + L23)

Pre-tax eate of return

Capital costs (L24 x L25)

Depreciation expense

Subtotal, excluding regulatory tes (L26 + L27)

Regulatory fee gross.up factor

Annual WSIC revenue requirement {L28 / .29}
|

FAIRWAYS SEWER OPERATIONS

Ptant in service

Accumulated depreciation

ADIT

Net plant investment {L31 + L32 + L33}
Pre-tax rate of return

Capital costs (L34 x L35)

Depreciation expense

Subtotal, excluding regulatory fee {L36 + L37)
Regulatory fee gross-up factor

Annual SSIC revenue requirement (L38 / L38)

BROOKWOOD WATER OPERATIONS

Plant in service

Accumulated depreciation

ADIT

Net plant investment {L41 + .42 + L43)
Pre-tax rate of return

Capital costs (L44 x L45}

Depreciation expense

Subtotal, excluding regulatory fee (L46 + L47)
Regulatory fee gross-up factor

Annual WSIC revenue requirement (L48 / 149)

Schedule 3
Year 1 Year 2 Year 3 Year 4 Year 5
{11821 - {11422 - {11423 - (11724 - {1/1425 -
12/31121) 12/31/22) 12/31723) 12131424} 12131725)
(a) ] ) {d} (e}
$1,257,055 (1] $1.257.055 [1] $1.257.085 [1] $1.,257.055 (1) $1,257.055 [1)
{39,259} [2) 76.518) [2) (M7.777 2] {157.036) [2] (196,205} [2)
{2,533 3] {5.066) (3] {7.598) (3] {10,131} [3] {12.663) [3]
1,215,263 1,173,471 1,131,679 1,089,888 1,048,096
8.207% [4] 8.207% (4] 8.207% [4) 8.207% [4] 8.207% [4]
99.7368 96,306 62,878 80,446 28.016
30,269 [5] 30,259 [5] 38.259 (5] 30.258 [5] 38,259 [5)
138995 +35.565 132,135 128,705 126,275
0.99870 (6] 0.99870 (6] 0.99870 [6) 009870 (6} 099870 (6]
139,178 | 135,741 | 132,307 128,872 125,438
$578,888 [1} $578,898 [1] 5578,898 [1] $578,898 (1) $578,898 [1]
(21.355) 2} (42.709) [2) {64,064) [2) (85,419} 2] (106,774) [2)
[54.013) (3} (52,194 [3] {50.374) [3} {48,555) [3) {46.735) [3)
503,530 483,986 464 460 444 925 425,389
8.207% (4) 8.207% [4] 8.207% (4] 8.207% [4] 8.207% [4}
41,324 39.71 38,118 36,515 34,911
21,355 [5) 21,355 [5} 21,355 [9) 21,355 [5) 21,355 [5)
82879 61,076 53473 57,870 56,266
0.90870 (6] 0.09870 (8] 0.99870 6] 0.99870 [6) 0.99870 (6}
62760 t 61,155 58,550 57.945 568,339
$0 [1) $0 (1] 50 [1] 50 [1) 30 1]
0 [ 2 i) [2] [2]
UHE] 3 =] [3] 3
[\] 0 0 0 0
8 207% [4) 8.207% [4] 8.207% [4] 8.207% [4] 8.207% [4)
[7} 0 0 [¢] a
0_[5) 0 _[51 0 5] 0[5 0 _[5]
[i] [1] 0 [4 [}
090870 [8) 0.90870 [6) 099870 [6] 0.99870 [6] 0.95870 [6]
o | o 0 0 0
$7.597 ) $7.597 1) $7.597 (1] $7.597 1] $7.567 )
(563} [2] (1.128) [2 {1,689) {2) (2,.252) [2) (2.815) [2]
(1.616} [3) (1.487) [3] {1,357 [3] (1.228) [3) (1.088) [3]
5418 4984 4551 4117 3,683
B8.21% [4] 8.21% (4] 8.207% [4] B.207% [d4) 8.207% [4]
445 409 373 338 302
563 _[5] 583 _[5] 563 [5) 563 5] 563 _[5)
1,008 872 938 901 865
0.99870 (6] (99870 [6) 0.99870 [6} 0.99870 [6) 0.99870 [6)
1,009 | 973 | 937 902 866
S0 1] $0 (1} S0 [1) S0 (1] S0 1)
0 {2} 0 {2 0 02 0 [2)
0 {3} 0 13 0 (3 0_(3) 0 _[3
0 0 0 0 [7]
8.21% {4) 8.21% [4) 8.207% [4) 8.207% [4] 8.207% [4]
0 0 [¢] 0 o
0 _{5) 0 i5) 0 _[5] 0 _{5) 0 _[5]
0 0 [+] 0 [1]
0.99870 [6) 0.99870 (6} 0.98870 [8] Q.99870 (6] 0.99870 (6]
0 0] 0 0 0

1] Exhibit), Schedule 3-1, Column (i}

[2] Exhibit), Schedule 3-2, average accumulated degvaciation for year

[3] Exhibit), Schedule 3-2, average ADIT for year

[4] Pre-tax rate of return percentage for relevant period
[5] Exhibit 1, Schedule 3.1, Column {j).

[B] 1 minus regulatory fee rate for the selevant period
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W-218 Sub 526A

Aqua NC's Application for Approval of Water
and Sewer System Improvement Charge
Rate Adjustments

APPENDIX C
Page 1 of 2

Aqua North Carolina, inc. (“Aqua” or “Company”)
Water and Sewer System Improvement Charge Rate Adjustment
Mechanism
Tariff/Rate Schedule
Docket No. W-218, Sub 526A

By Order entered in Docket No. W-218, Sub 526 on October 26, 2020, the
North Carolina Utilities Commission (“NCUC") continued its approved Aqua’s
request, pursuant to G.S. 62-133.12, for authority to continue to implement a
semiannual water and sewer system improvement charge (WSIC/SSIC) rate
adjustment mechanism designed to recover the incremental costs associated with
eligible investments in certain water and sewer infrastructure improvement
projects completed and placed in service between general rate case proceedings.
The WSIC/SSIC mechanism is subject to Commission approval and to audit and
refund provisions. Any cumulative system improvement charge recovered
pursuant to the WSIC/SSIC mechanism may not exceed 7.5% of the total annual
service revenues approved by the Commission in the Company’s last general rate
case. NCUC Rules R7-389(h) and R10-26(h} specify how the water and sewer
system improvement charges are to be calculated. Subsections (h)}(1) of the Rules
specify that the WSIC and SSIC shall be expressed as a percentage carried to two
decimal places and shall be applied to the total utility bill of each customer under
the utility’s applicable service rates and charges.

WSIC/SSIC Cumulative Percentage Surcharges
(Effective for Service Rendered On and After January 1, 2022)

Pursuantto G.S. 62-133.12 and NCUC Rules R7-39 and R10-26, the NCUC
entered an Order in Docket No. W-218, Sub 526A on , 202,
which authorized Aqua to implement the following cumulative WSIC and SSIC
percentage surcharges effective for service rendered on and after January 1, 2022:

WSIC Surcharges

Aqua Water: 3.32%
Brookwood/LaGrange Water: 0.98%
Fairways and Beau Rivage Water: 5.35%

SSIC Surcharges
Aqua Sewer: 3.27%
Fairways and Beau Rivage Sewer: 0.71%
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W-218 Sub 526A

Aqua NC's Application for Approval of Water
and Sewer System Improvement Charge
Rate Adjustments

APPENDIX C
Page 2 of 2

These updated, cumulative WSIC and SSIC percentage surcharges will be
applied to the total utility bill of each Aqua customer under the Company’s
applicable service rates and charges and will remain in effect unless and until
modified or superseded by the NCUC in a subsequent semiannual WSIC/SSIC
surcharge proceeding or they are reset to zero in a subsequent general rate case.
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CERTIFICATE OF SERVICE

| hereby certify that | have served a copy of the foregoing 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 No. W-218, Sub 526A, on the parties to Docket No. W-218, Sub 526 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 November, 2021.

Electronically Submitted
IsiJo 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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