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BEFORE THE NORTH CAROLINA UTILITIES COMMISSION •
u»..it;es Commicsion

In the Matter of: )
)

Application by Aqua North CaroNna Inc ) yraBOTRT^
202 MacKenan Court, Gary, North Carolina ) jj^SPONSE TO GUSTOMEF^^

)
)

27511, For mhof^ to Increase Its Water ) cIlllllllpAlilH
and Sewer Rates ) pugUC-HEARlNG^

Now Comes Aqua North Carolina, Inc. ("Aqua" or. "Company"),

responding to decretal paragraph seven (7) of the Order entered by this

Commission on September :24, 2013, by responding to customer comments

expressed at the public hearings in this matter.

A public hearing was held on November 21, 2013, at 7:00 p.m. in Raleigh,

North Carolina at the Dobbs Building, Room 2115, 430 North Salisbury Street,

Raleigh, North Carolina. Commissioner ToNoia D. Brown-Bland presided, joined

by Chairman Edward S. FInley, Jr. and Commissioners Susan W. Rabon, Bryan

E. Beatty, Don M. Bailey, Jerry C. Dockham and James G. Patterson. Staff

attorneys Elizabeth A. Denning and William E. Grantmyre, along with Charles

Junis, Engineer, Water and Sewer Division, appeared for the Public Staff on

behalf of the using and consuming public. Jo Anne Sanford of Sanford Law

Office, PLLC and Thomas. J. Roberts, State President and Chief Operating

Officer, appeared on behalf of Aqua.



A. Purpose of Report

This report summarizes the customer service quality concerns expressed

at the public hearings, addresses the Company's response and level of

corrective action, and describes generally the Company's position- on and

communication about its service to North Carolina customers.

B. General Customer Comments and Aqua Response

Twenty witnesses testified at the Raleigh public hearing and each witness

who presented a service-related complaint or issue was personally contacted by

an Aqua representative, either In person or electronically. The bulk of the

concerns addressed the impact of naturally occurring iron and manganese in the

groundwater supply: therefore, it is useful to initially describe this phenomenon,

the existing and potential options for treatment, Aqua's current treatment

protocol, and the cost consequences that flow from the various options.

iron ("Fe") and manganese ("Mn") are some of the most abundant

naturally occurring elements of the soil and rock formations from which

groundwater is extracted in North Carolina. The low potential for these naturally

occurring elements to be toxic or harmful to humans Is reflected in the fact that

they are not the subject of primary drinking water standards, but rather only of

secondary, standards. Compiiance with secondary standards Is not required to

insure safety of the water supply. In fact, utilities regulated by this Commission

are not required to meet secondary standards, though the presence of these

elements in amounts greatly in excess of the secondary standard can result In

action by the Department of Environmental and Natural Resources ("DENR").



Private wells are not even required to test for these elements, and in sum, it is
I

not uncommon for drinking water supply to exceed the secondary water

Maximum Contaminant Limit ("SMCL") of 0.3 mg/L for iron and 0.5 mg/L for

manganese.

Despite the absence of a health concern, Aqua recognizes and shares

customer concern about the impact of higher concentrations of these elements

on the color of the customers' water. The Company, along with the entire

industry, is mindful of the complaints about clogged filters and stained appliances

and clothes, as well as the aesthetic impact and overall customer concern

stemming from the presence of these elements. It should be emphasized that

this is a historical concern—not a new one^—as the geology of the state has

produced this issue from the dawn of drilling.

In the Aqua statewide system of 1,500 wells, approximately 30% are

challenged by high levels of iron and manganese in the groundwater supply.

There are three primary methods of treatment for these elements and Aqua

employs all three. The descriptions below are in inclining order of expense:

1. Flushing. This is the most common and cost effective method of

mitigation for this phenomenon, it is accomplished by flushing the distribution

system through blow-offs at dead ends or from flushing hydrants. It requires

notice to specific customers or neighborhoods prior to initiating, In order that lhey

may be prepared for temporary water discolorations and—in some instances—

low pressure. Aqua has specific flushing schedules for systems that have known

issues and flushes others on a periodic basis. In addition to regular flushing,



upon complaints from specific areas, Aqua may institute some emergency

flushing that can provide immediate relief. Although' flushing is the most

immediate response to these issues, it only scours the build-up of naturally

occurring minerals in the distribution system and does not provide a solution to

the source of supply,

2. Chemical sequestration. For iron and manganese that is soluble,

there are approved chemical sequestration additives that can help with the

impacts of these naturally occurring minerals. The basic operation of almost all of

these additives is to produce a bond with the iron and manganese elements

which keeps them in solution, thereby rendering them invisible to the end-user.

However if the water is heated or if chlorine bleach is added, most of these

additives cannot maintain the minerals in solution. Consequently, they then

become visible to the end-user. This has been the "treatment of choice" for many

years by Aqua and its predecessor companies (Heater, Hydraulics, etc.).

Chemical sequestration masks the presence of the minerals, making the water

more aesthetically pleasing, but does not remove them.from the water.

Aqua is evaluating and in some instances deploying a sequestration

product called SeaQuest®. This product will disperse and sequester the iron that

comes into the water from natural sources and keep it in its natural colorless

state. This means that when SeaQuest is added to the water at the source,

water at the tap will be clear regardless of its iron levels at the source. It also

means the water should be colorless regardless of pH level, time that the water

has been in use, or the temperature of the water. Additionally, SeaQuest® should



keep the iron colorless even after the addition of chlorine to the water for

disinfection purposes.

Manganese sequestering is one of the most difficult chemical reactions in

drinking water applications. Two different potential sources of manganese can.

occur in drinking water distribution systems. The first type is manganese that

comes into solution from the water source naturally, and the second is the

manganese that comes into solution from the buildup and staining in the

distribution system.

As with iron. SeaQuest® will also disperse and sequester the manganese

that comes into the distribution system from natural sources and keep It in its

natural colorless state. This means that when SeaQuest® is added to the water

at the source, water at the tap will be clear regardless of its source manganese

levels. It also means colorless water regardless of pH level, time that the water

has been in use, or the temperature of the water. SeaQuest® is even expected to

keep the manganese colorless after the addition of chlorine to the water for

disinfection purposes.

ThQugh--SeaQuest®~is-thou.ght-t(5-be-a-S}ipeTipr-produGtrit^"'{rnpaot"'o'n'

djS^lbr^I^aten-is.^npt7''instafrtgneQUs^"r^lt 'ta"kesL.tirP6-foT.jth.e SeaQ^MSt®. toTT?

of the;biiild>upJtnKe-mains._djstntMOT[lf^Jfi5-^ustomer-^eM

lines:. "lSis~is^^lbng!term process! SeaQlj^sMLVi/iii-.keep4he-dissQ^e,d--.Ee/Ma—^

colQ-rleS-Sjr.om-the-well-sdurce^andJ'drssoive-it-at-'the-well-v/hen it^is ■added>

HnwRVp*r—It-will-take-several months--rUp to a_yeatrifPX—te,,.geaQu0.5.^ to

dis^i^the-buiid-up-that-haS'-aGcumulated-on-t6'eJnside_of3ie..pipes.,tankSi.



'^iVesTefo^The^rnanufactureivre^romeng^^e^^eSJl^^
Wi30^daySj-60-daySi-90-dayS}-^nd4-20-days,Jf,^po^1ble;

AqiS^^s-seqy^atioo/additiyes®ii^"appif^imately-^%'t)^

it-a n-an nua Ix^sTof^P.fO^'ffiatii'v^ST^rQSQ?

3, Filtration. This process uses filters which are installed at the source

wells. Historically these have been large canisters filled with manganese green

sand filter media. Use of an oxidizing agent in conjunction with the green sand

filter media forces impurities in the water (such as iron, manganese and

hydrogen suifide) to be oxidized. The oxidized impurities are then trapped In the

sand and held. Periodically the green sand filter media must be backwashed to

regenerate the capacity and to remove the impurities captured. Green sand filters

are also effective for manganese removal. In these instances, additional

treatment ahead of the filtration may be required in order to achieve satisfactory

results.

There are two downsides to these filters. The first is cost, which can range

from $50,000 to over $200,000, depending on the capacity needed to treat the

water and the backwash treatment methodology. The second drawback deals

with disposal of backwash. In the past, Aqua and its predecessor companies

were able to secure direct disposal permits to allow the backwash to be

discharged to ditches, streams, and/or creeks. In many cases, this is no longer

an option because of heightened environmental regulation. Another option is to

store the backwash on site and haul it to a wastewater plant for disposal. This is

effective but involves obvious operating expenses and can be time-consuming.
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necessary. If Company management chooses to participate in' such meetings with
customers in order to facilitate good customer relations and' appropriate problem
resolutions, the Commission supports that effort as well.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.9-10

The evidence supporting these findings of fact is found in the testimony of Aqua
customers Nydia Morales, Sherl Bagley, and Daniel Hudson received at the
December 17, 2013 Charlotte public hearing; the testimony of Company witness
Roberts; the verified Report on Customer Concerns regarding the referenced Charlotte
public hearing; and in the Stipulation.

Certain customers complained that Aqua did not bill in a timely manner for
wastewater service. Aqua reported how It is sometimes difficult to obtain accurate
information to provide a timely bill if a wastewater-only customer leaves or joins the
system, without notifying the Company. Aqua explained that when a builder calls for
initial water service, the accounts are activated only for water service since the builder
does not use the wastewater service during the home construction process. When the
completed property is transferred to a consuming customer, the wastewater service
should be activated and the customer should begin to receive a bill for both services.
However, due to reorganization in Aqua's Customer Operations at its corporate office,
the responsibility for consolidating these two services was reassigned and was not
updated for several months. Aqua reported that it has revised an internal customer
auditing process, including regular reviews of customers who should be getting water
and wastewater charges, in an effort to prevent future incidences of the type of error to
which public witnesses Morales, Bagley, and Hudson testified. The Company's prior
process included a field audit of its wastewater-only systems every six months to verify
occupancy of homes which was compared against Company billing records. In the
Stipulation, Aqua agreed to conduct such audits at least once every two months.

The Commission finds and concludes that such agreement is reasonable and
appropriate and should be approved.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 11-16

The evidence supporting these findings of fact is found in the testimony of Aqua
witness Roberts, Public Staff witnesses Furr and Junis, in the testimony of the public
witnesses at the seven public hearings, in the verified Reports on Customer Concerns,
and in the Stipulation.

The primary service-related concerns expressed by customers at the public
hearings in this proceeding related to water quality issues caused by high
concentrations of Iron and manganese in the source supply of water serving certain
subdivision service areas. Elevated levels of iron and manganese in the water present
aesthetic issues, such as brown water and black particles in the water; cause staining of
fixtures and laundry items; and damage household appliances. The verified Reports,

21
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filed after each of the seven public hearings, addressed measures undertaken or
planned to be implemented by Aqua to address these secondary water quality issues.

Aqua witness Roberts testified that the Company's North Carolina water sources
throughout the State are principally groundwater that often contains naturally occurring
iron and manganese, which in some instances causes discolored, sediment-laden
water. Witness Roberts stated that of Aqua's more than 1,500 wells in this State,
approximately 400 draw from groundwater that has appreciable amounts of iron and
manganese. Witness Roberts commented that the wells generally continue to
deteriorate because the groundwater typically does not get better, but usually gets
worse as the intrusion of these naturally occurring minerals progresses. Witness
Roberts testified that these elements are not addressed by primary drinking water
standards, which deal with health-related criteria, but rather are addressed via
secondary water quality standards.

Witness Roberts stated that iron and manganese can be treated to make them
non-objectionable to customers by either removal from the water or by chemical
sequestration. He explained that the sequestration process keeps the iron and
manganese in their soluble liquid forms, which will not cause staining. He further
explained that removal of the iron and manganese from the water can be performed by
several processes but that central filtration, installed at the well, is the most effective
and also the most expensive treatment. Witness Roberts described various other
remedies including: (1) the customer running water to allow buildup to drain; (2) the
Company flushing the water system from the street; and (3) the installirig of filtration on
the customer's premises, either on a whole-house or individual appliance basis. He
commented that the levels of effectiveness, the cost, and the relative responsibility for
the various modes of treatment vary.

Witness Roberts testified that in many instances Aqua uses an orthophosphate
or a poiyphosphate to sequester the iron and manganese. He commented that because
this type of treatment is not a removal process but a suspension process to keep the
minerals in their clear, liquid form, if the water is heated or if chlorine bleach is added,
most of these types of additives cannot maintain the minerals in solution.
Consequently, such minerals then become visible to the customer. Witness Roberts
stated that Aqua has been using a new type of sequestering product called SeaQuest®
that the Company believes may be a better product than the one historically used by
Aqua but it is a little early in the process to make that determination. He contended that
when SeaQuest® is added to the water at the source, water at the tap should be
colorless regardless of the temperature of the water or even if chlorine has been added
for disinfection purposes. On cross-examination, witness Roberts commented that in
conjunction with using SeaQuest®, the Company has also started using cartridge filters
on a pilot basis. He described the cartridge filters to be similar to what a person would
buy at Home Depot or Lowe's but on a larger scale. Witness Roberts testified that in
some instances, on some of Aqua's lower producing wells, this treatment appears to be
effective. He noted that the Company is still experimenting with this treatment
combination. He maintained that the most effective way of removing secondary water

22



quality iron and manganese from the water is by filtration, that is,' green sand filtration.
However, a treatment methodology to dispose of the backwash would need to be
identified and effected, which will present challenges in some cases. Witness Roberts
stated that the cost of filtration equipment on a well could range from $100,000 to
$150,000 and that would not include the ongoing expense associated with the disposal
of the backwash from the filtration equipment.

On cross-examination, witness Roberts discussed the option of drilling a new
well in order to address water quality concerns associated with secondary water quality
standards. Witness Roberts responded that there are many unknowns associated with
drilling a new well such as the water quality that would be provided and the capacity that
would be obtained. He opined that since there is technology available today to address
the known water quality issues that the Company currently has in its existing wells that
treating existing wells may be a better option than contending with the uncertainties and
the costs associated with drilling a new well.

Witness Roberts testified that Aqua has a duty to be proactive in responding to
customer complaints concerning secondary water quality issues while trying to avoid
large rate increases. He stated that since the last rate case proceeding Aqua has spent
over a million dollars on various treatment methods to address secondary water quality
issues. Witness Roberts described the Company's goal of utilizing the system
improvement charge, should the Commission approve such a mechanism, to address
the secondary water quality issues presented by elevated levels of iron and manganese
in the source water supply of certain systems.

Public Staff witness Junis testified concerning his field investigations of Aqua
systems, including some of the systems about which complaints had been registered in
the hearings, and concluded that Aqua's water utility systems are generally in
compliance with federal and state regulations, testing requirements and water quality
standards. Where problems have been identified, witness Junis noted that Aqua has
generally corrected the problems or is actively working toward solutions. He stated that
improvements that are in process or proposed are expected to add to the reliability and
consistency of water quality service and testified that Aqua is providing adequate water
and wastewater service in its service areas.

Witness Junis stated he would continue to interact with DENR to follow-up on
water quality issues at Aqua's systems. Although compliance with secondary water
quality standards is not required to insure safety of the water supply, the presence of
certain elements in amounts greatly in excess of the secondary water quality standards
can result in action by DENR. In order to interact effectively with DENR concerning any
continuing water quality issues at Aqua's systems, the Public Staff recommended that
Aqua convey conversations with, reports to, and the recommendations of DENR to the
Public Staff in a timely manner.

ess^JunisUestlfied^that-the-primary-'response-Aqua-is-takbg to^address-
cnncentratlon—lev.els-of~irQn»-and—manQaneser:exGeedinq-^seGondarv water^quaJitv-w
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V,

I'

st^ndardS'=-is-the"additid'n~pf^or'"transition--tQ-treatmenUutili^g_SeaQuest®. Aqua
indicatedunJts^R'd'^i^'TonrCiistomeFGohGern's-that^SeaQuest© willndispersa^an^d
sequesterthe"irQn'and'T1Tanganese-that-comes^into4he^water-froiti-naturaLspjjrces an^d
lgep~itin"its~natural"Colorless"stater~Although~SeaQuest©'is-thoughUto-b,e_a^^per^or
chernic^rs"aque^rati^prod!^elts^p.apboii-disGoidxe_d;£W.atey^ ,
TiiaiLLsritlivilLtakeutimeJQr-the-SeaQuest^-to-dissolve-^aH-oHhe-build-up-in-the-iTiaiits^
dislribtDtiorrlin"eTriMjMsJ^ili2^0d#"l'nes.Jr0^epdrtSrAqua^comrTi'eTTte^d:tb:^^^
tvpe-oHrgatm^t:isllLlprigttexm.pmcess3MiICtake^seMrirmPiTy^
th^SeaQu^l®"t^i^ve"tlTe*tgiIW£tM^MOcSrrnm^^^
taniS^^i^s,_and.otbe}rsy_stem^inff^tracturerAccording''to-AqQa maPufacturerzol
s'efQu^©.Jre^mmends-severaUflushings-at"ihterval5-sUch'"as'^30"days, 60*~daysr
r9lrga^g^nd"1'2Crgavs.^jtpos

On cross-examination, witness Junis stated that although the full treatment of
SeaQuest® takes about a year, if effective, customers should see incremental
improvement in their water quality during that year. Witness Junis further testified that
treatment with SeaQuest® is not always the best choice for a particular water system, in
some circumstances it will become evident that SeaQuest® is not the solution for a
given system due to the lack of improvement in water quaiity during treatment. Witness
Junis stated that the Public Staff is looking for incremental steps in terms of the
treatment of secondary water quaiity issues, whether it is chemical sequestration or
filtration.

Public Staff witness Purr presented evidence concerning the determinations to be
made and information required in order to proceed with a system improvement
charge-based solution to the iron and manganese water quality issues. On
cross-examination, witness Purr explained that the Public Staff would want to determine
first that the other, less costly options had been exhausted without adequate results
before the Public Staff would make a recommendation to the Commission for Aqua to
install a more expensive capital project solution, such as a green sand filter.

in the Stipulation, Aqua and the Public Staff agreed that the Company would file
bi-monthly reports addressing the water quality issues and solutions with respect to the
concerns raised by customers at the public hearings in this proceeding, including the
following systems: Bishops Gate, Bloomfleld, Meadow Ridge, Olde South Trace,
SedgemoorA/iiiage of Wynchester, Castle Bay, Monticello Estates, Old Beau, and
Harbor Club. During the evidentiary proceeding on January 27, 2014, Aqua agreed to
add Sutton Estates, Waterfall Plantation Estates, Hampton Ridge, and Westmoor
systems to the reporting list. The Stipulation specified that these reports will describe
what is being done by Aqua to address water quality issues and will include summaries
of customer concerns raised, results of water laboratory analyses (including soluble and
insoluble concentration levels of iron and manganese) to measure baseline
concentration levels and the effectiveness of chemical sequestration treatment, and
budgetary cost estimates to install filtration systems (green sand or other filtration
options deemed appropriate) at Aqua's systems with iron and manganese water quality
issues.
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Based upon the testimony of the public witnesses, the Reports on Customer
Concerns, the Public Staffs investigation and findings, and the evidence in this
proceeding, the Commission finds and concludes that Aqua's overall quality of service
Is adequate. However, the pending matters set forth in Aqua's Reports on Customer
Concerns, particularly the water quality issues pertaining to secondary water quality
standards, require further action by Aqua. The Commission is of the opinion that the
bi-monthly reporting agreed to by the Stipulating Parties will ensure that the pending
matters set forth in Aqua's Reports will be sufficiently monitored and addressed as soon
as practicably possible. Consequently, the Commission finds and concludes that the
agreement between the Stipulating Parties for Aqua to file bi-monthly reports
addressing the water quality concerns raised by customers at the public hearings in this
proceeding, as noted and modified during the evidentiary hearing, Is reasonable and
appropriate and should be approved.

The Commission understands that it may be difficult and costly to totally
eradicate the impact of excessive levels of iron and manganese in some of the
Company's sources of water. However, the Commission believes that Aqua should
strive to provide sustained water quality improvement for those subdivision service
areas which experience these secondary water quality concerns by implementing
reasonable and practical solutions where possible. In several subdivision service areas
where customers expressed concerns resulting from secondary water quality issues.
Aqua reported that the Company has committed to switch its sequestering agent to
SeaQuest® in 2014 and plans to perform the required flushing. In some subdivision
service areas, Aqua reported that it had, in 2013, switched its sequestering agent to
SeaQuest®, or at various wells had recently installed a cartridge filtration system or
recently changed the existing cartridge filter. Such remedial actions may result in
sustained water quality improvement for these subdivision service areas. However, in
some cases, more extensive treatment methods may be required. The Commission
agrees with the Stipulating Parties that the secondary water quality issues related to
excessive levels of iron and manganese in the source water supply for certain
subdivision service areas should be further evaluated by Aqua and appropriate
treatment options should be identified. As discussed in more detail later in this Order
concerning the WSIC mechanism. Aqua and the Public Staff should work together to
recommend to the Commission appropriate solutions to eradicate to the extent
practicable these secondary water quality issues through the use of projects that are
eligible for recovery through the WSIC, if appropriate.

Further, in order for the Public Staff to interact effectively with DENR concerning
any continuing water quality issues at Aqua systems and to be in a more informed
position to work with Aqua to formulate a recommendation to the Commission regarding
the need and appropriateness of more extensive improvements to address secondary
water quality issues, the Commission finds and concludes that Aqua should convey
conversations with, reports to, and the recommendations of DENR to the Public Staff
regarding the water quality concerns being evaluated and addressed in Aqua's systems
in a timely manner as requested by the Public Staff. Such communication should be in a
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written format and should be provided, at a minimum, on a bi-monthly basis. Aqua
should provide the Public Staff copies of: (a) Aqua's reports and letters to DENR
concerning water quality concerns In its systems; (b) responses from DENR concerning
reports, letters, or other verbal or written communication received from Aqua; and
(c) DENR's specific recommendations to Aqua, by system, concerning each of the
water quality concerns being evaluated by DENR.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 17 - 20

(IMPACT OF HOUSE BILL 998)

The evidence supporting these findings is contained in the Stipulation and the
testimony of Public Staff witness Fernald. On July 23, 2013, North Carolina Session
Law 2013-316 (House Bill 998) was signed Into law. This legislation impacts the amount
of tax expense paid by the utilities regulated by this Commission, including Aqua. The
Commission notes that it has initiated a generic proceeding in Docket No. M-100,
Sub 138 (Generic Tax Docket) to address potential issues raised by the change in tax
rates effectuated by House Bill 998 with respect to all major North Carolina utilities. In
its comments filed on November 12, 2013 in that docket. Aqua proposed that the impact
of the tax changes on Aqua's rates be resolved in this proceeding.

House Bill 998 establishes two downward adjustments in the North Carolina
corporate income tax rates to be effective for tax years 2014 and 2015. For Aqua, the
state income tax rate was reduced from 6.9% to 6% on January 1, 2014, and wili further
be reduced from 6% to 5% on January 1, 2015. Also, House Bill 998 eliminates the
gross receipts tax paid by water and sewer utilities under G.S. 105-116. As a result.
Aqua wili cease paying gross receipts tax on June 30, 2014, and will begin paying the
corporate franchise tax on January 1, 2015. In Paragraph 4 of the Stipulation, the
Stipulating Parties agree that In determining the revenue requirement in this case,
(1) gross receipts tax, which Aqua will cease paying on June 30, 2014, will be removed
from the calculation, (2) an annual level of corporate franchise tax, which Aqua will
begin paying on January 1, 2015, will be included in the calculation, and (3) state
income taxes will be based on the 5% rate effective January 1, 2015. The Stipulating
Parties further agree that the differences between the amounts included in the revenue
requirement and the amounts due in 2014 will be addressed through two riders. A GRT
Rider wiil be implemented for the short period of time between the effective date of rates
in this docket and the July 1, 2014, effective date for the repeal of the gross receipts tax.
An Income and Franchise Tax Rider will be implemented for the net Impact of the state
income tax and corporate franchise tax changes for the period of time between the
effective date of rates in this case, until January 1, 2015, the date that Aqua will be
affected by the tax changes. No party opposes this plan to address the impact of House
Bill 998 on Aqua.

In addition to discussing the treatment of state income tax expense, corporate
franchise tax, and gross receipts tax set forth in the Stipulation, Public Staff witness
Fernald testified that Aqua has recorded accumulated deferred income taxes (ADIT)
based on a 6.9% state income tax rate, and due to the reduced state income tax rates
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Although no specific testimony was offered by the Stipulating Parties regarding
Paragraph 16 of the Stipulation, this provision appears to be non-controversial and not
one which requires detailed explanation or justification beyond that supplied by witness
Roberts in support of the Stipulation In its entirety.

Based upon a careful review of the record, the Commission concludes that
Paragraphs 12. 13, 15, and 16 of the Stipulation are fair and reasonable and should be
approved.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 56
(STIPULATION APPROVAL)

The evidence supporting this finding is contained in the Petition, the Form W-1,
the testimony and exhibits of the witnesses, the Stipulation, and the entire record in this
proceeding.

As fully discussed above, the provisions of the Stipulation are the product of the
give-and-take of settlement negotiations between Aqua and the Public Staff. As a result,
the Stipulation reflects the fact that each party to the Stipulation agreed to certain
provisions that advanced the other's interests. The end result is that the Stipulation
strikes a fair balance between the interests of Aqua and its customers. As discussed
above, the Commission has independently evaluated the provisions of the Stipulation
and concludes that, in the exercise of its independent judgment, the provisions of the
Stipulation are just and reasonable to all parties to this proceeding .in light of the
evidence presented and serve the public interest. Therefore, the Commission approves
the Stipulation, with the exception of Paragraph 11. In light of the Commission's
decision to adopt the alternative procedures provided in Appendices C and D of this
Order with respect to the WSIC/SSIC mechanism, the Commission holds that
Paragraph 11 of the Stipulation is now moot and thus will not be approved. Because this
section of the Stipulation is moot, the Commission does not believe that the Stipulating
Parties' agreement contained in Paragraph 19 that "[n]o portion of this Stipulation will be
binding on the Stipulating Parties unless the entire Stipulation is accepted by the
Commission" is implicated or should release the parties from their agreement and
stipulation.

IT IS, THEREFORE, ORDERED as follows:

1. That the Stipulation between Aqua and the Public Staff, with the exception
of Paragraph 11, incorporated by reference herein, is hereby approved.

2. That the Schedule of Rates, attached hereto as Appendices A-1, A-2, and
A-3, are hereby approved and deemed filed with the Commission pursuant to
G.S. 62-138.

3. That the attached Schedule of Rates are hereby authorized to become
effective for service rendered on and after the date of issuance of this Order.
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4. That the Company is authorized to implement an incremental GRT Rider
of 4.17% of water revenues billed and 6.38% of sewer revenues billed, beginning on the
effective date of the rates approved in this docket, and terminating on June 30, 2014.

5. That the Company is authorized to implement an Income and Franchise
Tax Rider reducing the water and sewer revenues billed by 0,043% for Aqua water,
0.035% for Aqua sewer. 0.041% for Fairways water, 0.044% for Fairways sewer, and
0.043% for Brookwood water, beginning on the effective date of rates approved in this
proceeding, and ending on December 31, 2014.

6. That a copy of the Notice of Customers, attached hereto as Appendices
B-1, B-2, and B-3, shall be mailed with sufficient postage or hand delivered to all
affected customers in each relevant service area, respectively, by Aqua in conjunction
with the next regularly scheduled billing process.

7. That the Company shall file the attached Certificate of Service, properly
signed and notarized, not later than 45 days after the issuance of this Order.

8. That the Company shall file bi-monthly reports addressing water quality
concerns raised by customers at the public hearings in this proceeding, including
customers served by the Bishops Gate, Bloomfield, Meadow Ridge, Oide South Trace,
SedgemoorA/illage of Wynchester, Castle Bay, Monticello Estates, Oide Beau, Harbor
Club, Sutton Estates, Waterfall Plantation Estates, Hamptori Ridge, and Westmoor
systems. Such reports shall describe what is being done by Aqua to address water
quality issues and shall include summaries of customer concerns raised, results of
water laboratory analyses (including soluble and insoluble concentration levels of iron
and manganese) to measure baseline concentration levels and the effectiveness of
chemical sequestration treatment, and budgetary cost estirnates to install filtration
systems (green sand or other filtration options deemed appropriate) at Aqua's systems
with iron and manganese water quality issues. The first of the bi-monthly reports, which
shall cover the time period of March-April 2014, shall be due on May 30, 2014, and shall
continue to be filed until further Order of the Commission.

9. 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.

10. 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.

11. That the Public Staff and the Company shall work together to develop and
implement a plan to identify and respond to secondary water quality concerns that occur
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in significant numbers in individual subdivision service areas. At a minimum, the Public
Staff and the Company are required to file a written report with the Commission on
June 1 and December 1 each year in which^the WSiC is in effect on secondary quaiitv^
concerns that are affectinq_its.cu.sto.mei:s,._lfa'particular,secondarv wateiLquaiity-concern-—^
h'aFaff^ted'^is„affecting 1O.peme,nt^QfJhe-GUSt0merswln-.an^indlvIduaLsubdji^siQri:
^ervicyarea'OT'25^billifid"cusTomers, whichever .is'1gS5r'the"Gustomers-affected"and"th'e-..
estimated expenditures, that are necessaty:^to=eradicatei.the'::secdndai:yiWater quality; _
issue^thrQuahJhe-use-of-projects'that-are'eligibleJor-recoverv-through-the-WSiC-siT'aihirrlir?
tje-d^il^~i^fii3vritten-report. The written report shall also contain a recommendation
as to whether the Commission should order the Company to pursue the correcfive
action and/or an underlying reason why the action should or should not be undertaken.
If there are no secondary water issues or if the secondary water quality issues are
below the10%/25 threshold previously set forth, the Company and the Public shall so
inform the Commission, but they need not report secondary water quality issues
resolved by the Company without the assistance or expectation of assistance of the
WSIC.

ZJ
12. [That—Aqua—sha!i^eonvey_conversafions—with:—reports^to; apd^tKe"

recornmen"dations^"D.ENRJoJhe„gjgi^Sf^^regaTdinq^the.3iyafer_jquarity-.concerns^^"Z!V^__^
be[Dg_@.valuated-and~-addressed3rr^aa^systems-in—a_timeiy_j]ianner. Such
coSjlInIcatio^tiallZt5^ih""a~written'format"andlshMIJ3e^PlQXl#.di-.g?JLJ?'^^
bj5^My basis. Aqua shalLprQVide-the-Pubiic-StaffZ^pieg"Of:'(a)-Aqua^"repQrtg^ancL^
iet!eii^to-D£NR'Concerninq-water-quaiitv-concerns-^!n-its-systems;"(b)-respon5esTrom/^
BBS~Rl.concernin^nBpoitSr-letter5.--or-other-verbal-or--writterM^mmunication^received '
flplfTAqui: and (c) DENR's 5pec.iAc-recornmendations:to-Aqua,,by.,systerfO;oncem'ing--^
^^h-of'the'water'qualityxoncerns53eing.evaluated715^BSR.„ _ZI7

13. That the Company shall fund a volumetric sewer rate study to be
conducted by the EFC at the University of North Carolina, to be completed within
12 months after the date of this Order. Aqua and the Public Staff shall work together
with the EFC to determine the parameters of the study and shall jointly oversee the
performance of the study. A report setting forth the data, methodology, assumptions,
and findings of the study shall be filed with the Commission within 12 months after the
date of this Order.

14. That Aqua may defer the cost of the volumetric sewer rate study on its
books and request that such costs be amortized to the cost of providing utility service in
the Company's next general rate case; provided, however, thai the Public Staff may
contest the inclusion of such costs In the Company's cost of service.

15. That the Company shall fund a study of mechanisms that address the rate
impact to customers and the revenue impact to Aqua from significant changes in
customer.consumption patterns, to be conducted by the EFC at the same time as the
volumetric sewer rate study. Aqua and the Public Staff shall work together with the EFC
to determine'the parameters of the study and shall jointly oversee the performance of
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the study. A report setting forth the data, methodology, assumption^ and findings of the
study shall be filed with the Commission within 12 months after the 'date of this Order.

16. That Aqua may defer the cost of the customer consumption adjustment
mechanism study on its books and request that such costs be amortized to the cost of
providing utility service in the Company's next general rate case; provided, however,
that the Public Staff may contest the inclusion ̂ of such costs in the Company's cost of
service.

17. That the Company shall conduct a physical audit of the number of
customers at least once every two months for each Aqua sewer system where Aqua
does not provide metered water service.

18. That the Company shall file the final documentation for the revisions to the
401 (k) plan with the Comrnission within 90 days of the date of this Order.

19. That the Stipulation entered and filed on January 17, 2014, nor the parts
of this Order pertaining to the contents of that agreement shall be cited or treated as
precedent in future proceedings.

ISSUED BY ORDER OF THE COMMISSION.

This the 2"^ dav of May . 2014.

NORTH CAROLINA UTILITIES COMMISSION

c^oiL
Gail L. Mount, Chief Clerk

V . '
I
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Becker Rebuttal Cross Exam Exhibit^
Docket No. W-218 Sub 497

a:./A
1

Mr. W. Allen Hardy
Engineering Supervisor
Public Water Supply Section,
Raleigh Regional Office,-NCDEQ
1628 Mail Service Center

Raleigh, NC 27699-1628

Re Uhdate=.Onai:terlic^f^Beficie
nTanhiMang^ese^bojiclentratlon

/SSS^UDmvTsion^^a^^Co^ty
WDF ID No.: Well #1, POl
Water System No: NC4092107

Dear Mr. Hardy:

Aqua North Carolina, Inc. (Aqua) received the above-referenced letter dated July 12, 2016, regarding
elevated Concentrations of Iron (Fe) and Manganese (Mn) at Avocet Well #1, PO L The Avocet water
system is comprised of four active wells and three points of entry (POE). The current number of
customers served is 155 and the system is approved to serve 155 connections.

i

Aqua has compiled the requested information in a table format as follows:

•  Table 1 provides a summarization of well information, completed activities and planned
activities.

•  Table 2 (Attachment 2) provides a summary of raw, POE and distribution iron and manganese
samples collected as part of the ongoing Inorganic Chemical Analyses (IOC).

•  Table 3 (Attachment 3) provides a summary of customer complaint infqrmation.

202 MacKenan Court, Gary, NC 27511 • 919.467.8712 • AquaAmerica.com



Mr. W. Allen Hardy
June 21,2018
Avocet Subdivision Quarterly Update 2L

UPDATED QUARTERLY STATUS REPORT i

Table 1 — Well Information. Completed Activities and Planned Activities

Well Name and No. Completed Activities Planned Activities

(POl)

ep.tember2Qf5 Started^ing
a©uest

01*75=

Approved GPM

(32)

September 2017 - Started distribution
and-POE total and soluble sampling
December 2017 — Started raw sampling
December 2017 - Cleaned

hydropneumatic storage tank

Aqua will submit executive summary

for greensand filtration.

Continue to minimize usage of this
well until greensand filtration is
approved
Continue water main flushing efforts

Avg. Quarterly Runtime

(0.0)

Comments:

Currently, Aqua is running well #1 only as needed and will rely on production fi-om wells #2, #3, and #4. A new
well, well #12, will be interconnected with well #2 (pre-filter) to benefit fi-om the upgraded greensand filtration that
was completed in 2017. The construction of well #12 is 90% complete. The developer informed Aqua they are
anticipating start up sometime in the third quarter of 2018. Aqua will also be submitting the executive summary for
greensand filtration at well #1 in 2018 as part of the Aqua water quality plan.



Mr. W. Allen Hardy
June 27,2018
Avocet Subdivision Quarterly Update 3

Aqua is committed to providing water to its customers that meets their expectations at a reasonable cost. If you
have any questions or comments, please contact me at (919) 653-6982.

Since

Robert Krueger
Area Manager
Aqua North Carolina, Inc.

cc: David Furr

State of North Carolina

Department of Commerce
Utilities-Public Staff



AVOCET-4092107

Date

Avg.

Sample
Week

Run

Time

POIR-

Well-1

Raw-Fe

Lab

POIR-

WelI-1

Raw-Fe-

Diss

POl-

WelI-1-

Fe Lab

POl-

Well-l-

Fe-Diss

DOl-

Dlstribu

tion

System-
Fe Lab

DOl-

Distribu

tioii

System-
Fe-Diss

POIR-

WelI-1

Raw-

Mn Lab

POIR-

Well-1

Raw-

Mn-Diss

POl-

Well-1-

Mn Lab

POl-

Well-l-

Mn-Dfss

DOl-

Dlstribu

tion

System-
Mn Lab

DOl-

Distribu

tion

System-

Mn-Diss
10/3/2017 0 1.19 0.324 0.388 0.183 0.0978 0.0954 0.169 0.159
10/17/2017 0 3.11 1.43 0.271 0.156 0.124 0.125 0.14 0.137
11/1/2017 0 9.21 0.156 0.561 0.172 0.175 0.174 0.13 0.143
11/15/2017 0 0.286 0.134 0.31 0.131 0.0915 0.091 0.0999 0.0973
12/19/2017 0 8.14 1.07 3.49 0.334 0.296 0.116 0.283 0.278 0.343 0.338 0.1 0.0948
1/11/2018 0 3.78 0.0581 0.778 0.413 0.263 0.118 0.356 0.335 0.104 0.0972 0.0981 0.0904
3/6/2018 0 7.94 0.148 4.23 0.0389 0.285 0.113 0.186 0.293 0.629 0.596. 0.0902 0.0854
4/3/2018 0 8.68 <0.022 5.55 0.0569 0.267 0.108 0.216 0.186 0.522 0.517 0.0882 0.0806
5/1/2018 0 1.64 <0.022 0.762 0.0862 0.19 0.0711 0.254 0.247 0.213 0.2 0.19 0.0343



10540672 WBD-S THERA IS EXTREMELY UPSET
ABOUT POOR WATER QUALITY,
SHE ADVISED THAT WATER IS

RED/MUDDY AND STAINING AU
HER APPLIANCES. SHE REQUESTED
ADAMANTLY FOR SOMEONBTO
CALL HER.. SHE WOULD LIKE FOR

SOMEONE TO COME TO HER
PROPERTY.

4/27/2018 4/27/2018 1325990 6433 CARDINAUX LN

HOLLY
SPRINGS,
NC 27540

HOLLY

SPRINGS,
NC 27540

AVOCET

WATER

AVOCET

WATER

CL .9 pH 7.0 po4 1.2 Fe .23 MN .041 water was clear apon
arrivalLeft door tagFSRyohnsos, EVT:Lab

a .14 po4 2.0 pH 7.0 Fe .16 MN .000 hardness 68.4Tall<ed
with customer and so did Jackie Jackson water was clearPut
Jumper In so customer can flush there lines
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Mr. W.Allen Hardy
Engineering Supervisor
Public Water Supply Section
Raleigh Regional OfEce, NCDEQ
1628 Mail Service Center

Raleigh, NO 27699-1628

Re: Notice of Deficiency
Iron anc

RelleiRidge^tJut
WSFIDNo,; Well#2,P02

Water System No: NC0392358

Dear Mr. Hardy:

Aqua North Carolina, Inc. (Aqua) received, the above-referenced letter dated July 12, 2016, regarding
elevated concentrations of Iron (Fe) and Manganese (Mn) at Belle Ridge Well #2, P02. The Belle Ridge
water system is comprised of two active wells and two points of entry (POE). The current number of
customers served is 57 and the system is approved to serve 55 connections.

Aqua has compiled the requested information in a table format as follows:

•  Table 1 provides a summarization of well information, completed activities and planned
activities.

•  Table 2 (Attachment 2) provides a .summary of raw, POE and distribution iron and
nianganese samples collected as part of the ongoing Inorganic Chemical Analyses (TOC).

®  Table 3 (Attachment 3) provides a summary of customer complaint information.

202 MacKenan Court, Gary, NC 27511 • 919.467.8712 • AquaAmerica.com



Mr. W. Allen Hardy
June 27,2018
Bell Ridge Subdivision Quarterly Update 7

UPDATED QUARTERLY STATUS REPORT

Table 1 -r Well Information. Completed Activities and Planned Activities

Well Name and No. Completed Activities Planned Activities

Belle Ridge, Well #2
(P02)

Au§ust^201'5^St^^SmE'SeaOu^t

Approved GPM

(30)

. Avg. Quarterly Runtime
}  (0 hrs)

September 2017 - Installed cartridge
filter.

September 2017 — Started distribution
and POE total and soluble sampling
December 2017 — Added raw sample
data

February 2018 - Hydropneumatic
storage tank cleaned

2018 - Submit executive summary for
greensand filtration
Continue the limited use of this well

until greensand filtration is approved
Continue water main flushing efforts

Comments:

Aqua does not run Belle Ridge well #2 and relies on well #1 for meeting system demand. Aqua will be submitting
an executive summary to the public staff for greensand filtration approval in 2018 as part of the Aqua water quality
plan.



Mr. W. Allen Hardy
June 27,2018
Bell Ridge Subdivision Quarterly Update

Aqua is committed to providing water to its customers that meets their expectations at a reasonable cost.
If you have any questions or comments, please contact me at (919) 653-6982.

Robert Krueger •
Area Manager
Aqua North Carolina, Inc.

cc: David Furr

State of North Carolina

Department of Commerce
Utilities-Public Staff
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BELLE RIDGE-0392358

Date

Avg.

Sample
Week

Run

Time

P02R-

WeU-2

Raw-Fe

Lab

P02R-

WelI-2

Raw-Fe-

Diss

P02-

WelI-2-

Fe Lab

P02-

WeIl-2-

Fe-Dlss

DOl-

Distribu

tion

System-

Fe Lab

mu

Distribii

tion

System-

Fe-Diss

Pp2R-
WeU-2

Raw-

Mn Lab

P02R-

WeU-2

Raw-

Mn-Diss

P02-

WeII-2-

Mn Lab

P02-

Well-2-

Mn-Diss

DOl-

Distribu

tion

Systera-

Mn Lab

DOl-

Distribu

tion

System-

Mn-Diss

10/13/2017 2 0.588 0.357 0.403 0.181 0.197 0.171 0.0999 0.0655

10/18/2017 1.15 0.574 0.0275 0.381 0.179 0.207 0.13 0.177 0.141

11/2/2017 0.5 0.931 0.151 0.0876 , 0.0303 0.173 0.108 0.022 0.0134

11/15/2017 2.9 0.467 < 0.022 0.159 6.0237 0.194 0.108 0.0573 0.0305

12/14/2017 0.5 1.82 1.21 0.869 0.0793 0.578 0.205 0.253 0.248 0.246. 0.166 0.0478 0.0197

1/5/2018 0.625 0.337 0.0361 0.348 0.0634 0.368 0.0813 6.375 0.367 0.37 0.33 0.38 0.332

3/8/2018 0.5 1.68 1.09 1.01 0.125 0.976 0.0613 0.285 0.284 0.319 0.228 0.315 0,229

4/3/2018 0 2.31 1.31 1.32 0.109 1.27 0.0262 0.322 0.319 0.386 0.298 0.395 0.297

5/3/2018 0.25 4.31 0.0683 1.52 0.0972 1.49 0.079 0.321 0.29 0.323 0.293 0.353 0.318
^  [ 1



Table 3 - Belle Ridge Customer ComDlaints
so SO Type CSR

Notes

Date of

SO

Completion
Date

Premise Address City State
Zip

Subdivision FSR Notes

Aqua received zero complaints for this system in Q-2 of 201£

o
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Mr. W. Allen Hardy
Engineering Supervisor
Public Water Supply Section
Raleigh Regional OfSce, NCDEQ
1628 Mail Service Center

Raleigh, NO 27699-1628

Re:

Iroh^d'Marfganese .Concentration

^^^toh;Subdivis'iohj-Wake c'ounty
WSFIDNo.:Well #2, TPl
Water System No: NC4092076

Dear Mr. Hardy:

Aqua North Carolina, Inc. (Aqua) received the above-referenced letter dated July 12, 2016, regarding
elevated concentrations of Iron (Fe) and Manganese (Mn) at Branston Well #2, TPl. The Branston water
system is comprised of one active well and one point of entry (POE). The current nuniber of customers
served is 44 and the system is approved to serve 44 connections.

Aqua has compiled the requested information in a table format as follows:

•  Table 1 provides a summarization of well information, completed activities and planned
activities.

•  Table 2 (Attachment 2) provides a summary of raw, POE and distribution iron and manganese
samples collected as part of the ongoing Inorganic Chemical Analyses (IOC).

•  Table 3 (Attachment 3) provides a summary of customer complaint information.

202 MacKenan Court, Gary, NC 27511 • 919.467.8712 • AquaAmerica.com



Mr. W. Allea Hardy
June 27, 2018.
Branston Subdivision Quarterly Update

UPDATED QUARTERLY STATUS REPORT

Table 1 - Well Information. Completed Activities and Planned Activities

Well Nam&and No.

Branston, Weil #2
(TPl)

Approved GPM
(49)

Avg. Quarterly Runtime
(3.75)

v_-

Completed Activities

fuIy>2^P3^^tai:fe"d%sing'SeaOuest'^^
• pSeptenibeii:2Mr6i^lusbedrsystemL
• March 2017 - Flushed system
o  July 2017 — Flushed system
•  September 2017 — Started distribution

and POE total and soluble sampling
•  Continue distribution and POE soluble

and insoluble sampling
9  December 2017 — Added raw sample

data

•  December 2017-Cleaned

hydropneumatic storage tank

Planned Activities

2018- submit executive summary for
•greensand filtration
Continue water main flushing efforts

Comments:

. Aqua will be submitting the executive summary for greensand filtration at well #2 in 2018 as part of the Aqua water quality plan.

Aqua is committed to providing water to its customers that meets their expectations at a reasonable cost.
If you have any questions or comments, please contact me at (919) 653-6982.

Robert Krueger
Area Manager
Aqua North Carolina, Inc.

cc: David Fuir

State of North Carolina

Department of Commerce
Utilities-Public Staff
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Date

10/13/2017

10/17/2017

11/1/2017

11/15/2017

12/14/2017

1/5/2018

3/8/2018

4/11/2018

5/7/2018

Avg.

Sample

Week

Run

Time

8.41

6.9

4.71

4.5

5.4

3.5

2.16

3.29

BRANSTON-4092076

TPIR-

WeIl-2

Raw-Fe

Lab

0.371

1.82

0.436

0.402

0.545

TPIR-

WelI-2

Raw-Fe-

Diss

0.0292

1.33

< 0.022

< 0.022

0.401

TPl-

WeU-2-

Fe Lab

0.441

3.2

0.387

0.383

0.321

0.877

0.421

0.404

0.481

DOl-

Distribii

tion

System-

Fe Lab

0.311

0.351

0.289

0.245

2.2

0.534

0.435

0.369

0.516

DOl-

Distribu

tion

System-

Fe-Diss

0.152

0.204

0.16

0.0718

0.0815

0.0794

0.0382

0.0739

0.0166

TPIR-

WeII-2

Raw-

Mn Lab

0.328

0.256

0.326

0.357

0.463

TPIR-

WelI-2

Raw-

Mn-Dlss

0.312

0.254

0.317

0.349

0.401

TPl-

WeU-2-

Mn Lab

0.412

0.623

0.388

0.198

0.314

0.25

0.341

0.347

0.392

DOl-

Distribu

tion

System-
Mn Lab

0.39

0.413

0.359

0.269

1.21

0.0839

0.288

Q.329

0.449

DOl-

Distrlbu

tion

System-

Mn-Diss

0.379

0.44

0.34

0.214

0.279

0.172

0.246

0.296

0.275

oJ



so Type GSR

Notes

Date of

so

Completion
Date

Premise Address City
State Zio

Subdivision FSR Notes

Aqua receiced zero complaints for Q2- 2018
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^e_27-,.2ai

Mr. W. Allen Hardy
Engineering Supervisor
Public Water Supply Section
Raleigh Regional Office, NCDEQ
1628 Mail Service Center

Raleigh, NO 27699-1628

Re:

^Mahg^ese

Briaiwood/]^ldaire^Subdi^sidii^-Wake-Cniin^
WSFIDNo.: Well#l.P04

Water System No: NC0392383

Dear Mr. Hardy:

Aqua North Carolina, Inc. (Aqua) Teceived the above-referenced letter dated July 12, 2016, regarding
elevated concentrations of Iron (Fe) and Manganese (Mn) at Briarwood/Kildaire Well #1, P04. The
Briarwood/Kildaire water system is comprised of five active wells and five points of entry (POE). The
current number of customers served is 161 and the system is approved to serve 168 connections.

Aqua has compiled the requested information in a table format as follows:

•  Table 1 provides a summarization of well information, completed activities and planned
activities.

•  Table 2 (Attachment 2) provides a summary of raw, POE and distribution iron and
manganese samples collected as part of the ongoing Inorganic Chemical Analyses (IOC).

•  Table 3 (Attachment 3) provides a summary of customer complaint information.

202 MacKenan Court, Cary, NC 27511 • 919.467.8712 • AquaAmerica.com



Mr. W. Allen Hardy
June 21,2018

Briarwood/Kildaire Subdivision Quarterly Update '6

UPDATED QUARTERLY STATUS REPORT

Table 1 - Well Information, Comoleted Activities and Planned Activities

Well Name and No. Comoleted Activities Planned Activities

fearWodd/^ldaire

(P04)

•  Murie,;2UI5:.-r-;Startedusme;SeaOiieRti'
• ̂ ®d20i7.>-Plusi{ed^system'~^
•  August 2017 — Installed blow-off
•  September 2017 - Started distribution

and POE total and soluble sampling
•  Continuation of the soluble/insoluble

Fe/Mh sampling ■
•  December 2017 - Added raw sample

data

• . December2017-Cleaned

hydropneumatic storage tank
o  December 2017 installed cartridge

filters at Well #1 and #2.

•  Continue water main flushing efforts
®  Continue investigation efforts

Approved GPM

(30)

■\vg. Quarterly Runtime
(0 hrs. per day)

uomments!

Aqua does not run this weU. Optimizing seaquest is an option for the raw Mn, however, there's not enough soluble
Fe to stay below the sMCL. Aqua will continue to work with the ORC in optimizing seaquest for the Mn while
gomg ahead and submitting the executive summary for greensand" filtration at well #1 in 2018 as part of the Aaua
water quality plan. , ^



V.

Mr. W, Allen Hardy
June 27,2018

Briarwood/Kildaire Subdivision Quarterly Update I ^7

Aqua is committed to providing water to its customers that meets their expectations at a reasonable cost.
If you have any questions or comments, please contact me at (919) 653-6982.

Sincerely,

Robert Krueger
Area Manager
Aqua North Carolina, Inc.

cc: David Furr

State of North Carolina

Department of Commerce
Utilities-Public Staff



Table 2 - Briarwood Kildaire Well #1 Sample Data
AVg

Sample
Week Run

Time

o

7.5

Fe Raw Fe Raw Mn Raw

Total

Mn Raw

Sol

Total Fe Sol. Fe

POE

Total Fe

Dist.

Sol Fe Total Mn Sol Mn Total Mn

Dist

SoIMnTotal

1/6/2016

11/8/2016

4/18/2017 <0.50 <0.50

7/18/2017

9/13/2017
0.558 0.026910/2/2017 0.0885

0.0911 0.195 0.075 0.0931 0.102 0.10210/17/2017 0.069
0.198 0.022 0.186 <0.0220 0.084 0.0322 0.075611/1/2017 0.0278

0.0705 0.0815 0.0828 0.0612 0.081411/15/2017 0.0665
0.797 0.0575 0.0247 0.20312/19/2017 0.0415

0.255 0.0547 0.2541/11/2018 0.0650.0374 0.733 0.737
0.691 0.0371 0.6782/7/2018 0.03990.0225 0.348

0.03523/6/2018 0.0269<0.0220 0.217
0.04174/3/2018

5/1/2018

0.0647<0.0220 0.388 0.369 4.58

0.374

<0.0220 0.0362 0.3650.396 0.00855 0.0672 .0463 0.0568 0.0615 0.0533 0.0616 0.0526

C30



r
Table 3 - Hriarwood Kildalre Well Ul Customer Complaints

so
SO

Type
CSR Notes Date of SO

Completion
Date

Premise Address
City State

Zip
Subdivision FSR Notes

AQUA received zero customer complaints for the Q2- 2018
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June 27, 2018

J/fr. W. Allen H^dy

Engineering Supervisor
Public Water Supply Section
Raleigh. Regional Office, NCDEQ
1628 Mail Service -Center

Raleigh, NC 27699-1628

Re: Notice of Deficiency - Quarterly Status Report
Iron and Manganese Concentration
(i5iSbtSSowh/RerisihgtdhMaiiof4Vell#-2:Pd5-
Wake County
Water System No: NC0392125

Dear Mr. Hardy:

Aqua North Carolina, Inc. (Aqua) received the above-referenced letter dated February 8, 2016,
regarding elevated concentrations of iron (Fe) and manganese (Mn) at Cotesworth Down/Kensington
Manor Well #2, P05. The Cotesworth Down/Kensington Manor master system is comprised of four
wells and four points of entry (POE). The current number of customers served is 192 and the system is „
approved to serve 192 connections.

Aqua has compiled the requested information in a table format as follows:

«  Table 1 provides a summarization of well information, completed activities and planned
activities.

•  Table 2 (Attachment 2) provides a summary of raw, POE and distribution iron and manganese
samples collected as part of the ongoing Inorganic Chemical Analyses (IOC).

•  Table 3 (Attachment 3) provides a summary of customer complaint information.

202 MacKenan Court, Gary, NC 27511 • 919.467.8712 • AquaAmerica.com



Mr. W. Allen Hardy
June 27, 2018
Cotesworth Down/Kensington Manor Subdivision Quarterly Update 2, I

Table 1 - Well Information. Completed Activities and Planned Activities

Well Name and No. Completed Activities Planned Activities

Cotesworth Down

Well #2

(P05)

Approved GPM
(33)

Avg. Quarterly
Runtime

(6.38 hrs. per day)

^February. iXQ ry^S^ted^smg"-J
>eaQuej

•  February 2015 - Installed cartridge
filter

®  September 2017 - Started
distribution and POE total and
soluble sampling

•  December 2017 - Added raw

•  sample data
•  February 2018 - Cleaned hydro

pneumatic tank

2018 — Submit executive summary for
greensand filtration

Continue water main flushing efforts

Comments:

Aqua will be submitting an executive summary to the public staff for greensand filtration approval in 2018 as part
of the Aqua water quality plan.

Aqua is committed to providing water to its customers that meets their expectations at a reasonable cost. If
you have any questions or comments, please contact me at (919) 653-6982.

Sincerely,

Area Manager
Aqua North Carolina, Inc.

cc: David Furr

State of North Carolina

Department of Commerce
Utilities-Public Staff
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Table 2 - Cotcsworth Well Wl Samole Data 1

Date

Avg.

Sample
Week Run

Time

FeRaw

Total

Fe Raw

Sol

Mn Raw

Total

Mn Raw

Sol

Total Fc

POE

Sol. Fe

POE •

Total Fe

Dist.

SoIFc

Dist.

Total Mn

POE

Sol Mn

POE

Total Mn

Dist

Sol Mn Raw

NTU

POE

NTU

2/14/2017 4.2
0.8 0.2

1/16/20117 3.9
57 0.047

2/6/2017 4.1 1.17 0.232

5/10/2017 3.8
6 5 0.46

9/13/2017 7.52
1.82 0.0257' 0.0625 0.0258 0.263 0.16 0.0125 0.00414

9/28/2017 8.36
0.924 0.13 0.589 0.215 0.199 0.11 0.134 0.0954

10/5/2017 10.52 0.733 0.32 0.573 0.0766 0.233 0.203 0.17 0.135

10/23/2017 8.46
3.59 0.116 0.515 0.258 0.377 0.151 0.124 0,106

12/6/2017 4.34
0.897 0.0464 0.806 0.388 0.262 0.206 0.172 0.149

12/14/2017 4.12 0.322 iQi^ 0.261 0.758 0.0251 1,96 0.157 0.233 0.193- 0,392 0.121

1/25/2018 4.45 0.304 0.234 ' 2.91 0.066 0.54 0.148 0.859 0.206 0.0384 0.0149

2/15/2018 5.1 0.145 0.243 0.952 0.0614 0.582 0,0738 0.243 0.195 0.0427 0.0227

3/19/2018 3,5 0.347 m 0.282 1.03 0.221 0.429 0.178 0.232 0.15 0.0338 0.218

4/23/2018 3.29 tew 0.143 0.231 0.899 0.0243 0.676 0.0502 0.235 0,173 0.133 0.0184

5/21/2018 3.5 [0:892 0.0509 0.23 0.87 <.0220 0.33 0.0239 0.219 0.156 0.0556 0.00607.

JSJ
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Table 3 - Coteswortli Well #2 Sample Data

SO SO Type CSR Notes Date of SO
Completio

n Date
Premise Address

City State

Zip
Subdivision FSR Notes

10539931 U\BD-S CONNIE HAS

BROWN WTR ALL

THROUGHOUT

HOME

4/27/2018 4/27/2018 568471 3101

DONLIN

DR

WAKE

FOREST, NC

27587-5561

KIMMON

PLACE

Brown water. cl2 0.59, ph 7.1,
po4 1.55, fe 0.29, mn 0.111. ran

outside Faucet till clear, system
scheduled to be flushed next

week FSR:thompss, EVT:Lab

10545082 LABD-S LUKhl lACLU 10

ADV WATER IS

BROWN

5/1/2018 5/1/2018 614834 8497

FALKIRK

RDG

WAKE

FOREST, NC
27587

KIMMON

PLACE

10539931 LABD-S CONNIE HAS

BROWN WTR ALL

THROUGHOUT
HOME

4/27/2018 4/27/2018 568471 3101

DONLIN

DR

WAKE

FOREST, NC

27587-5561

KIMMON

PLACE

Brown water. ci2 0.59, ph 7.1,
po4 1.55, fe 0.29, mn 0.111. ran

outside Faucet till clear, system
scheduled to be flushed next

week FSR:thompss, EVT:Lab

10545082 LABD-S LORETTA CLD TO

ADV WATER IS
RRn\A/M

5/1/2018 5/1/2018 614834 8497

FALKIRK
Dnr:

WAKE

FOREST, NC
KIMMON

PLACE

uJ
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Jitae.23,.2dii3

Mr. W. Allen Hardy
Engineering Supervisor
PubEc Water Supply Section
Raleigh Regional Office, NCDEQ
1628 Mail Service Center

Raleigh, NO 27699-1628,

Re: Sotic^bf«E)eficienoy^Qiiarterly,;U^ate
J^nganeseiGon^entration

plmcahL^dge^ubdi^dsibiiT-W^e'Countv
"WSFIDNo.: WeU#5,P05

Water System No:"NC4092063

Dear Mr. Hardy:

Aqua North Carolina, Inc. (Aqua) received the above-referenced letter dated July 12, 2016, regarding
elevated concentrations of Iron (Fe) and Manganese (Mn) at Duncan Ridge Well #5, PCS. The Duncan
Ridge water system is comprised of three active wells and two points of entry (POE). The current
number of customers served is 88 and the system is approved to serve 90 connections.

Aqua has compiled the requested information in a table format as follows:

•  Table 1 provides a summarization of well information, completed activities and planned
activities.

•  Table 2 (Attachment 2) provides a summary of raw, POE and distribution iron and manganese
san^les collected as part of the ongoing Inorganic Chemical Analyses (IOC).

•  Table 3 (Attachment 3) provides a summary of customer complaint information.

V.

202 MacKenan Court, Gary, NC 27511 • 919.467.8712 • AquaAmerica.com



Mr. W. Allen Hardy
June 27,2018
Duncan Ridge Subdivision Quarterly Update Z5

UPDATED QUARTERLY STATUS REPORT

Table 1 — Well Information. Comnleted Activities and Planned Activities

Well Name and Nn. Comnleted Activities Planned Activities

iSuhcan^'Ridge^Well-^S"
(P05)

• ^^t20;I:4.^St^ed^usihg.SeaQue'st-i'
• March 2017 - Installed auto blow-off

•  Aqua will submit executive siunmary '
for greensand filtration in 2018

•  Continue water main flushing efforts

Approved GPM
(33)

Avg. Quarterly Runtime
(1.28 hrs. per day)

»  p\onl20h/.-=.Flushed.system»
•  September 2017 - Started Distribution

and POE total and soluble sampling
•  December 2017 - Added raw sample

data

•  January 2018 - Cleaned
hydropneumatic storage tank

.Comments:
/

Aqua will be submitting the executive summary for greensand filtration at well #5 in 2018 as part of the Aqua
water quality plan.

Aqua is committed to providing water to its customers that meets their expectations at a reasonable cost.
If you have any questions or comments, please contact me at (919) 653-6982.

Sincerely,

Robert Krueger
Area Manager
Aqua North Carolina, Inc.

cc: David Furr

State of North Carolina

Department of Commerce
Utilities-Public Staff



DUNCAN RIDGE-4092063

Date

Avg.

Sample

Week

Run

Time

P05R-

Well-S

Raw-Fe

Lab

P05R-

Well-S

Raw-Fe-

Diss

P05-

WeU-5-

Fe Lab

P05-

WeII-5-

Fe-Diss

DOl-

Distribu

tion

System-

Fe Lab

DOl-

Distribu

tion

System-

Fe-Diss

P05R-

WeIl-5

I?.aw-

Mn Lab

P05R-

WeU-5

Raw-

Mn-Diss

P05-

Well-5-

Mn Lab

P05-

Well-5-

Mn-Diss

DOl-

Distribu

tion

System-

Mn Lab

DOl-

Dlstribu

tion

System-

Mn-Diss

10/3/2017 2 1.48 0.594 1.45 0.645 0.394 0.361 0.404 0.369

10/17/2017 1 1.67 < 0.022 1.66 0.095. 0.419 0.334 0.451 0.359

11/1/2017 0 1.63 0.139 < 0.022 <0.022 0.404 0.309 0.139 0.138

11/15/2017 0 1.37 0.491 1.11 ■ 0.274 0.352 0.302 0.374 0.281

12/19/2017 0.5 1.12 0.0435 1.59 < 0.022 1.13 0.213 0.358 0.387 0.372 0.269 0.361 0.249

1/11/2018 0.77 1.2 0.104 1.05 0.0909 1.04 0.128 0.35 0.368 0.331 0.112 0.327 0.121

3/6/2018 0.96 1.43 0.0659 1.29 < 0.022 1.22 0.0587 0.382 0.372 0.365 0.176 0.344 0.181

4/3/2018 1 1.49 0.0683 1.34 0.0731 1.12 0.0403 0.395 0.394 0.381 0.209 0.326 0.182

5/1/2018 1.67 1.29 0.114 1.17 0.0075 1.13 < 0.006 0.368 0.356 0.365 0.00618 0.35 0.00104

N
0-.



V.

I

V

Table 3 - Duncan Ridge Customer Complaints
SO SO

Type
GSR Notes Date of

SO

Completion
Date

Premise Address City State
Zip

Subdivision FSR Notes

10472757 LABD-S TOM-HUSBAND CLD TO

REPORT BROWN

WATER/ WANTS US TO
SEND 2 BOTTLES OF

IRON OUTSAYS WE

DID IN THE PAST

4/5/2018 4/6/2018 1052924 6316

LAURACA

LN

FUQUAY-
VARINA, NC

27526

DUNCAN RIDGE CL 1.3 po4 .9 pH 7.1 Fe
.28 MN .048 water was

clear apon arrivalLeft
door tag and some iron

out for

customerFSR:johnsos,
EVT:Lab
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JMe.27.,.20a8_J'

Mr. W.AUen Hardy
Engineering Supervisor
Public Water Supply Section
Raleigh Regional Office, NCDEQ
1628 Mail Service Center

Raleigh, NO 27699-1628

Re: I&tice^S^I^eficiehcvj^OuariCTlvJU'.ndate
h'Q^£md:Mah^ri^e^Goncentrarib

WSFEDNo.: Well#3,P03

Water System No: NC4392128

Dear Mr. Hardy:

Aqua North Carolina, Inc. (Aqua) received the above-referenced letter dated July 12, 2016, regarding
elevated concentrations of Iron (Fe) and Manganese QMh) at Eagle Creek Well #3, P03. The Eagle Creek
water system is comprised of three active wells and three points of entry (POE). The current number of
customers served is 89 and the system is approved to serve 89 connections.

Aqua has compiled the requested information in a table format as follows:

•  Table 1 provides a summarization of well information, completed activities and planned
activities.

•  Table 2 (Attachment 2) provides a summary of raw, POE and distribution iron and manganese
samples collected as part of the ongoing Inorganic Chemical Analyses (IOC).

•  Table 3 (Attachment 3) provides a summary of customer complaint information.

202 MacKenan Court, Gary, NO 27511 • 919.467.8712 • AquaAmerica.com



. Mr. W.. Allen Hardy
June 27,2018
Eagle Creek Subdivision Quarterly Update Z.9

UPDATED QUARTERLY STATUS REPORT

Table 1 - Well Information. Cbmoleted Activities and Planned Activities

Well Name and No. Comnleted Activitie.s Planned Activities

tE
9  Continue investigation efforts
o  Continue water main flushing efforts

Eagie'Creek

(P03)

9  Septembeg2bl5..^Started-using

•  .@riI.20-l-7"--Fliished-system^
o  Jime 2017 - Installed automatic blow-

off at the well.

•  September 2017 —Started distribution
• and POE total and soluble sampling

•  December 2017 - Cleaned

hydropneumatic storage tank
•  December 2017 —Added raw sample

data

•  Installed cartridge filter Q2-2018

Approved GPM
(29)

A.vg. Quarterly Runtime
•  (3.32 hrs. per day)

^0*

Comments:

The NOD was originally issued due to high concentrations of Fe and Mn. Sample results indicate that the Fe and
Mn are mostly soluble. The field investigation determined that the treatment was set-up properly; however, the
seaquest was not fully optimized. The operator re-ran the calculations which proved to be the case. Aqua will
continue to sample and to optimize seaquest.



"  Mr. Vi. Allen Hardy
' June 27, 2018

Eagle Creek Subdivision Quarterly Update 30

Aqua is committed to providing water to its customers that meets their expectations at a reasonable cost.
If you have any questions or comments, please contact me at (919) 653-6982. ''

Sine

Robert r^jiieger*
Area Manager
Aqua North Carolina, Inc.

cc; David Fun

State of North Carolina

Department of Commerce
Utilities-Public Staff



EAGLE Clb<:EK-4392128

Avg.

Sample
Week Run

Time

P03R-WeU-

3 Raw-Fe

P03R-Weli-

3 Raw-Fe- P03-Wen-3- P03-Well.3

DOl-

Distrjbutip
n System-

DOl-

Dlstributio

n System-
P03R-WelI.

3 Raw-Mn

P03R-Well-

3 Raw-Mn-

DOl-

Distribiitio

n System-

DOl-

Distrlbutio

n System-P03-WeIl-3 P03-Well-3

Mn Lab
10/16/2017

0.389
0.030511/3/2017

0.0931
11/16/2017

0.0196 0.015712/18/2017 0.704
0.0284 0.04421/11/2018

0.0394
0.0253 0.0883 0.01723/5/2018
0.0822 0.0521 0.01034/6/2018

0.0511
5/2/2018

0:0475 0.0357

UJ



V
Table 3 - Eaclc Creek Customer Comnlnlnrs

so SO Type CSR Notes
cn

Completion
T1<i»b

Premise Address City State Zip Subdivision FSR Notes

10559585 LABD-S

PLS INVESTIGATE THE

COLOR YELLOW ON THE

WATER RUSTY LIKE

5/9/2018 5/9/2018 590045 5732 THISTLETON LN RALEIGH, NO 27606-8967 EAGLE CREEK

CI2 1.2 P04 1.4 ph 7.2 fc 0.87/0.22 MN

0.135/0.064 hard I02Cust filling pool
slowly, dirtied up new liner with high

mineral residual, Flushed service
@nieter/&hose bibc to clear after 30min

cust lost home/BO

OJ



T'uBlic'SSfrRdowit't^ -
Becker Cross Exam Exhibit ̂
Docket No. W-218 Sub 497

Aqua North Carolina, Inc. |
DocketNo.W-218. Sub 497

Aqua North Carolina, Inc.
Public Staff Engineering Data Request No. 62

Requested by: Charles Junis Email: charles.iunis@psncuc.nc.qov
Date requested: September 6. 2018 Phone: 919-733-0891
Due date: ASAP

Subject of Data Request: Rebuttal Becker

For spreadsheet responses, please provide In Excel format, If possible, and include
all links to other files and working formulas. For other documents, please provide
In Microsoft Word format or in searchable PDF format if possible. In addition,
please include (1) the name and title of the individual who has the responsibility for
the subject matter addressed therein, and (2) the identity of the person making the
response by name, occupation, and job title.

1. On page 3, lines 16-19, please provide a list of the "approximately 80 new
fillers, including 31 greensand filters", including the water system name, well
name and number, type of filter, and the date the filter was operational.

ANSWER:

Please see attached Excel spread sheet.

2. On page 4, lines 1-5, please provide a complete copy of the "Customer
Communications Plan." In addition, please provide the date the Customer
Communications Plan was completed and considered a final version.

ANSWER:

The Communications Plan will proceed along with and accompany the Water
Quality Operations Plan to addresses Iron and manganese with educational
materials and updates to the website on projects.

The bulleted items in Mr. Becker's testimony are those initiatives that have
been completed to date. However, Aqua NC recognizes its ongoing need and
obligation to communicate on this topic in tandem with implementing its
Operations Plan, well into the future. The Plan is an ongoing, dynamic guideline
for action.

3. On page 5, lines 4-13, Mr. Becker contends that the number of customer
statements is an indication that "its efforts at improving the Company's



secondary water quality are bearing fruit." Please provide the number of
customer complaints pertaining to water quality (discolored) received by Aqua
for the periods of August 2, 2013 through January 15,2014 and March 7, 2018
through August 21, 2018.

ANSWER:

In Mr. Becker's testimony, he quoted from Mr. Junis's representation of the
numbers of customer statements. Mr. Becker also made plain that his
observation was not "...a highly scientific approach..." He also said that his
observations are instructional and positive. In other words, this is his common-
sense opinion based upon his review of Mr. Junis's numbers.

As to the balance of the questions, Aqua objects to them as being burdensome,
irrelevant, and largely duplicative of information already provided via extensive
discovery and via a long series of customer reports, filed with the Commission.

4. On page 11, lines 14-16, please provide any and all of the "unfortunate
examp!e[s] of the Public Staff raising service quality issues designed to call into
question the integrity of Aqua's management decisions" which Mr. Becker
contends have occurred. In addition, please provide the basis of Mr. Becker's
conclusion that these examples were "designed" for such a purpose. When
preparing your response, please produce all documents which you contend
support this conclusion, including, but not limited to, all workpapers and
analyses prepared by Mr. Becker.

ANSWER:

The testimony given at page 10, line 20 through page 11, line 14 describes
some of the basis for Mr. Becker's opinion. This is clearly an opinion, and a
reflection of Mr. Becker's observation and experience of the Public Staffs tone
and manner of criticism and comment—widely disseminated and published—
-concerning Aqua.

5. On page 26, lines 13-15, please provide basis for Mr. Becker's conclusion that
"Mr. Junis's used and useful argument is a smokescreen to justify an
inappropriate imputation of CIAC that was never collected, and If his proposal
is accepted, will never be collected." When preparing your response, please
produce all documents which you contend support this conclusion, including,
'but not limited to, all workpapers and analyses prepared by Mr. Becker.

OBJECTION. This is in the nature of a cross examination question, is based

on Mr. Becker's opinion and is not based on information retrieved from



^  ,

I

documents. Mr. Beckerissimply stating that the adjustment made by Mr. Junis

does not tum on whether the property is used and useful but rather, involves
an imputation of CIAC, which Mr. Becker believes to be inappropriate.

6. [^leaseiproyide all ther^ate.s that-Aqua-cpnveyedxopies.to thexPublje-StaffF-^
of^rcommurlicatiojTsr.between" A'qTTa-and'iBEQ'as required'by the Ordering,
paragraph'iiiqr9'Df'the^OpiOIO-isMQO's:Orderdated-May.2,.2C)14, in'Docket-No.^ J
W-2^.8.1sij¥363. '

ANSWER:

Aquirprei/ldusjy'bdnyeJ'^'iGQpl^lG'the'Public'Staff'ofltsquaff^ly^
.RJportsTlTlies^qMerly'NOtD! Reports were hot-required¥y/OHQ!qn^r;20^^^^^
Injtialiy, and'as^an 'oversight. "Ad.dajtajle^'ltQ:;proyLde;;Gopj
Re'pofetojth^Publiq^^^^ are^pubilG irecdrds;; readlly'availablepand,
wherKequestedlbwthe Public Staff, Aqua began and has continued fo^prbvide''
thqrn..:^

Aqua^seeks~"elarificatibiCffdm'''the ̂ ommission -in this/case'regardihgMhe
requiremqOtsC^tbJpfoWe-DEQ-communications." See Mr. Becker's Rebuttal
testimony,--pages

O.^PIea^-proVide"-f6r--e'ach^p^rson- emploved-^as^the'-Aqua-Gentral-Area"
ifi/iSiager-from-June-1r2004i-to date: --—'

a. £Themame~of the person;

b. i@t'bifeil5atrfiersM-beeame4he:Aqe

c./:3^he.dale:.that person was-no'longerempidyedJasltiejAlqucfienJra
^,^jxage?~''

ANSWER;

J5bjectiQm^the;Cquesti5n.jappeafsi.lG^haveJ"hb-rdiscerhabie-reIationship--td-Mr.
^Gk£r's:;R^i^J;J;e>tlmsny

8. iPleaserprbvideTor each'person" em'pl6yed~^s'the~Aqua'statewide"'Directof'of
OpeTatidhFfrom-d u ne* 1 to- deFe:

d. 'TKirnarrie^of'the'peredn;—^

e'^The^dSfe that person became the Aqua statewide Director orOpera'tions;
and. -



■ . -TS

f. Thfe_dateJfie:^person wis-nb-Ionger^empIoyed-aS'the-Aqua- statewi^^^
D^rect(^qf'Ope^tions.

ANSV^: _
GSjeStionr the'question "appeainto~tiave~no "discerriable relationship"to~Mrr^
Becker's Rebuttal-Testinwny.



Grantmyre, William

Torn:

Sent:

To:

Subject:

Grantmyre, William

Spj^.ayr;S^fem0ir:d9j.2b]T8^ - '
Jo Anne Sanford (sanford@sanfordlawoffice.com); 'BennlnkLawOfflce@aol.com'
Aqua Sub 497 EDR 62 items 7 & 8

JoTAnne'a'n'd^Bob

Aqua's-response.to'SDR'^62:ltems7"&-8iwece!6Biected't6;by.Aqua bating--- -- -•

''ObjeGVf^/^herquestidn\appears-tb'havecn6,dlscer'riib%:relationshlp.tb.Mr..Bfecker^s.RebuttalTestrmbhV.?-^

Itemsireg^JXeOI^*^^^ Centra?AfeaJWaWgerfrom °J^e"'i;2004'to^atg (Item 7}
and'Adua-s''statewld4-D]rector bfQperations-from-June-l.-2(304 -todate-Mtem-S-^:-^

A-portion'oTMrrBecke^s_Reb"uttaliTestimony-that-thisrelates-tbis-page'-ll'Iines-14-16'whieh-states
ic-

^This is another-unfortunate-exampleCdf the Pub1itStaffTrais.lhg"se'rvice'qua)jfi'lssu|s:designa.ted!tacall.into que^ions
tHe.'ififegfltV'df-Aqua'S'management-decistons:"

T.h^e.^^:Sjtaff'^h"aK^roVidbd4heYelatiohsHipa7idTequeststhat-Aqua-provrde"theTequeste"d'infbrrnati(rr?wh1cl^
^cis^e^o f .

Jll Grantmyre
"i'iaff Attorney-Public Staff
919-733-0977



Public Staff Becker

Rebuttal Cross Examination Exhibit

Docket No. W-218, Sub 497

Annual Revenue Requirement Cost Per Aqua Uniform
Rate Water Customer for Manganese Greensand Filtration

Compared to Sequestration with Polyphosphate or SeaQuest

Manganese Greensand Filtration Annual Revenue Requirement

Capital Cost for 80 Manganese Greensand Filters totaling $28,000,000
(Crockett Direct Testimony Page 10, Lines 6-8 and Page 11, Line 7).

Annual Depreciation: 4% Spanos Aqua Depreciation Study Account 320.00

Annual Depreciation: $28,000,000 x 4% = $1,120,000

Plant Cost Net of 4 Years Accumulated Depreciation = $23,520,000

Capital
Structure

Rate Base Cost

Rate

Retention

Factor

Debt 50% 11,760,000 4.63% .99860

Equity 50% 11,760.000 9.20% .765227

Total

Add Annual Depreciation

Total Revenue Requirement

Assume growth to 65,000 Customers.

Revenue

Requirement

$545,251

$1.413.854

$1,959,105

$1.120.000

$3,079,105

Revenue Requirement Customers Annual Revenue

Requirement
Per Customer

$3,079,105 65,000 $47.37



i

Sequestration with Polvphosphate or SeaQuest Annual Revenue Requirement

Aqua Test Year Ending
September 30, 2017
Total Expense for Polyphosphate $59, 236
and SeaQuest

Aecpunt 618345 WT-Chem
Polyphosphate W-1 Item 2

Test Year Ending
September 30, 2017 723,243
Total Customer Billings

Total Customer Count Average 723,243 -j- 12 months
= 60,270

Test Year Sequestration Revenue Requirement Per Customer

Annual Cost Average Number of Annual Revenue
Customers Requirement Per

Customer

$59,236 60,270 = $0.98

Annual Revenue Requirement Per Customer

Manganese Greensand $47.37

Sequestration Polyphosphate $0.98
or SeaQuest

Summary: Manganese Greensand Filtration is 48.3 times greater than Sequestration
($47.37+ $0.98-48.3).

Conclusion: The 48.3 times greater is much more than the 6 times greater inferred on
Crockett Direct Page 10, Lines 8-12.

V



Public Staff

Becker Rebuttal Cross Exam Exhibit ̂
Docket No. W-218 Sub 497 ^

m



BACKGROUND

■ In 1999 Aqua (then Heater Utilities), Johnston
County & Rebecca Flowers (Neuse Colony/Flowers
Plantation developer) entered into a three party
agreement

'Provide water & wastewater treatment services for

full buildout of the planned development community
consisting of 1,500 acres located in Johnston County,
NC

AO"A.
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The Circumstances:

■ Existing NPDES discharge of 750,000 gallons

■ Aqua is provided via this contract the opportunity
through 2022 to purchase 500,000 gallons of
wastcwatcr capacity from Johnston County at the
then "prevailing" rate

■ Capacity purchase is required to service the
continual & projected growth rate

AOUA



Options for Expansion

■ Build WWTF Expansion, Purchase Capacity at
2022 Expiration - Approx $19.7 Million Total Cost

■ Purchase Capacity as Needed, Then Build WWTF
Expansion as Needed - Approx $19.7 Million Total
Cost

Purchase Capacity Now, Then Build WWTF
Expansion as Needed - Approx $15.0.Million Total
Cost

AO' 'A.
(' '
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The Dilemma:

■ Signifieant price increase expected in June/July
' 18 timeframe accelerating an evaluation now of
when to purchase this capacity

■ Option to purchase capacity expires in 2022

■ Growth rate dictates need for additional capacity

■ Current flows > 80% and DEQ letter (notification)

AOUA



Obligated Flow Projections:

■ NCDEQ Notification of Over-Obligation

■Response Due June 1, 2018

Projected Obligated (Permitted) Flows at Neuse Colony WWCS

O
a.

2.
S
o

■a
lU

Si
O

1,300,000

1.200,000

1,100,000

1,000,000

900,000

800,000

700,000

600,000 -

500,000

400,000

O 1,252,260

•O 1,198,260

O 1,144,260

V i,uyu,2bu

O 1,036,260

O 982,260

O 928,260

<3> 874,260

O 820,260

O 766,260

O 7l27fin

O 547,200
o snq.76n

AOI 'A
Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25 Jan-26 Jan-27 Jan-28 Jan-29

Date
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Should Aqua purchase Capacity prior to price increase?

Considerations:

■ Current Cost of Capacity:

■ Significantly lower ̂  $8.48 vs $18 per gal

■ Potential to reduced overall long term rate
impact

Obligated Flow (REU's)

AOUA.



Capacity Cost - Before & After Price Increase

Before: 500,000 gals x $8.48/gal = $4.2M

After: 500,000 gals x $18.00/gal = $9.0M

Price differential $4.8M

AO''A.
"  8



Aqua values our customers and impacts to
their rates

■ Prudent to customers

Imperative for Aqua to make sound business
decisions

■ Prudent to shareholders

AOUA



The Proposal:

Work with Public Staff to achieve a mutually
beneficial decision that provides a consumer
benefit AND does not penalize Aqua

AO "A



10-Year Re venue Requirement, Purchase Priorto Price Increase

# of Gallons of.Capacity

Cost of Conveyance

Cost of Treatment

Total Price/gpd

Weighted Avg Cost of Cap

500,000

$  3.14 Current Rate

$  5.34 Current Rate

$  8.48

9.482%

Period Ending
Total Plant

Capacity

% Conveyance Treatment Cumulative Capital

Utilized Cost Spent Cost Spent Spent
Capital Utilized

Revenue

Requirement

12/31/2018 850,000 90.15% $ 1,570,000 $2,670,000 $ 4,240,000 $ 4240,000 $ 402,037

12/31/2019 850,000 96.50% $ 1,570,000 $2,670,000 $ 4240,000 $ 4,240,000 $ 402,037

12/31/2020 850,000 100.00% $ 1,570,000 $2,670,000 $ 4240,000 $ 4240,000 $ 402,037

12/31/2021 850,000 100.00% S 1,570,000 $2,670,000 $ 4240,000 $ 4240,000 $ 402,037

12/31/2022 850,000 100.00% $ 1,570,000 $2,670,000 $ 4240,000 $ 4240,000 $ 402,037

12/31/2023 850,000 100.00% $ 1,570,000 $2,670,000 $ 4240,000 $ 4240,000 $ 402,037

12/31/2024 850,000 100.00% $ 1,570,000 $2,670,000 , $ 4240,000 S 4240,000 $ 402,037

12/31/2025 850,000 ' 100.00% $ 1,570,000 $2,670,000 $ 4240,000 $ 4240,000 $ 402,037

12/31/2026 850,000 100.00% S 1,570,000 $2,670,000 $ 4240,000 $ 4240,000 $ 402,037

12/31/2027 850,000 100.00% $ 1,570,000 $2,670,000 $ 4240,000 s 4240,000 $ 402,037

$ 4,020,368
11

1  "hs.



10-Year Revenue Requirement, Purchase After Price Increase

# of Gallons of Capacity

Cost of Conveyance

Cost of Treatment

Total Price/gpd

Weighted Avg Cost of Cap

500,000

5.00 . Future Rate

13.00 Future Rate

18.00

9.482%

Period Ending
Total Plant %

Capacity Utilized

Conveyance Cost Treatment Cumulative Capital

Spent Cost Spent Spent
Capital Utilized

Revenue

Requirement

12/31/2018 375,000 100% $ - $  325,000 $ 325,000 $ 325,000 S 30,817

12/31/2019 425,000 100% $ 2,500,000 $  975,000 $ 3,475,000 $ 3,475,000 S 329,500

12/31/2020 475,000 . 100% , ^ 2,500,000 $ 1,625,000 S 4,125,000 s 4,125,000 $ 391,133
12/31/2021 525,000 100% ■ $ 2,500,000 $ 2,275,000 $ 4,775,000 $ 4,775,000 S 452,766

12/31/2022 850,000 ^ 100% $ 2,500,000 $ 6,500,000 $ 9,000,000" $ 9,000,000 S 853,380

12/31/2023 850,000 100% ■ $ 2,500,000 $ 6,500,000 S 9,000,000 $ 9,000,000 $ 853,380

12/31/2024 ■ 850,000 ' 100% $ 2,500,000 $6,500,000 ■$ 9,000,000 $ 9,000,000 $ 853,380
12/31/2025 850,000 100% $ 2,500,000 $ 6,500,000 $ 9,000,000 $ 9,000,000 S 853,380
12/31/2026 850,000 100% 2,500,000 $ 6,500,000 $ 9,000,000 s 9,000,000 $ 853380
12/31/2027 850,000 ■ 100% ; 5 2,500,000 ' $ 6,500,000 $ 9,000,000 $ 9,000,000 $ 853380

V I A

[  11 lA
$ 6,324,494

12



Our Recommendation:

■Aqua proposes to purchase capacity before
the major price increase, BUT

■ Must recover incremental carrying costs

AOUA 13



Let's discuss

AOJ lA



1-^ '• l: Public Staff; ^ t]
Becker Rebuttal Cross Exam Exhibit Ml J
Docket No. W-218 Sub 497/T / J- (Y> Docket No. W-218 Sub 497 ^ j

DEPARTMENT OF PUBLIC UTIUTIES ;
POST OFFICE BOX 2263

\  SMITHFIELD, N.C. 27577
Augusri7,^2C»P9 (919)989-5075

Mfr'To'nrRbberfsrPresi'dent
Aqua'North Carolina
202 McKenan Court

Gary, NC 27511

RE: Purchase of Wastewater Capacity In the Central Johnston County Regional WWTP

Dear Mr. Roberts:

We wish to follow-up to a comment you made during our August 4*^ conference with Becky Flowers concerning
the possibility of Aqua purchasing wastewater transmission and treatment capacity in the County system. Our
understanding of your position is that Aqua America may be interested in purchasing capacity in the County's
system,' If payment terms can be arranged consistent with the County's 20-year, low interest state revolving
fund loan. Accordingly, we have completed preliminary cost analyses and enclosed is a summary of the cost
'information. Please understand that construction of improvements is not yet 100% complete, and unforeseen
cost contingencies could arise, which would alter the cost share calculations.

ThCuhitcapital cost of.transmission faciiities-for-ari^'upgfaded-wwp"s:and:the:newjfQrce;mains.between.Aqua's
wwtp-^nd.'tRe:Gounty-interce^oron:the"Neu^^^ of;ayerag^aiiy.flowM
flow eJquilizatiori-'and|3:65jpetgpd:withQUtfIbw equalization-
facnities.expansibnjsr$4.8ipec^gpdr6fLavefage.daily;.fl6wuThus,.the-tbtal»eapital,;v^^
|be'$6;29-per'gpd\Arith^flovy-eflualization^d:$8r48[withqi^;f|py^eq|^lizati&m
"iforJbw equalizatjpri since Aqua could possibly accpmpfehthis using itsTexisting plant-infrastructure:

The terms of the SRF loans are 20 years at 2.1% a.p.r. with equal annual payments. Thus, the annual cost
with flow equalization for a 0.50 mgd allocation would be $194,200. Without flow equalization, the annual cost
would be $261,600.

Our current bulk wastewater transmission and treatment commodity charge is $2.45 per 1,000 gallons..

Please let us know if you wish to explore the possibility of a wastewater capacity allocation purchase in more
detail.

Sincere!

"jTlmothy.G..
DJrectoOif^lJtilities-and'Engineerin^

cc: Rick J. Hester
Chandra G. Coats, P.E.
Rebecca Flowers

Primed on recycled paper O
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Wastewater Transmission & Treatment

Capacity Cost Analysis

Item Description Total

1  Unit Cost of 16" Force Main (FM) from NC 42 East to US 70 (Bus.)
at North Tech Park and 42 East WWPS Upgrade

Construction 1,433,000
Technical Service 113,000
Easements 25,000
SRF Loan Closing 28,000
Total 1,699,000
Future WWPS Upgrade 601,000
Total Project Cost 2,400,000

Capacity = 3.0 mgd (peak flow)
Unit cost based on peak capadty - $0.60 pergpd
If peak to average flow ratio Is 2.5:1, then unit cost based on avg. flow = $2.00 per gpd

Unit Cost of 16" FM from US70 (Bus) at North Tech Park to Swift Creek Road

Construction

Technical Services

Easements

SRF Loan Closing
Total

$1,111,000
122,000
27,000
29,000

$1,289,000

Capacity s 3.5 mgd (peak flow)

Unit cost based on peak capacity - $0.37 per gpd

If peak to flow ratio Is 2:5:1, then unit cost based on b\^. flow = $0.92 per gpd

Unit Cost of 20" FM from Swift Creek Road to Neuse River Paratlel FM

Construction

Technical Sen/Ices

Easements

SRF Loan Closing
Total

$1,251,000

121,000

27,000

29,000

$1,428,000

Capacity = 4.9 mgd (peak flow)
Unit cost based on peak capacity - $0.29 per gpd
If peak to avg. flow ratio Is 2:5:1, then unit cost based on avg. flow » $.73 per gpd
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8/17/2009

Hem Deacriptton -

4  2.5 mgdWastewater Treatment Plant Expansion:

Construction

Technical SsNlces

a. Hazen and Sawyer
b. Dewberry Engineers
c. Keen Management
Subtotal • Technical Services

SRP Loan Closing
Total Project Coat

Total

$10,790,000

840,000
.106,000
111,360

$11,847,360

$237.640
$12,085,000

Expanded Capacity - 2.5 mgd
Unit cost based on capacity = $4.83 per gpd

Aqua America Cost Share:

Transmission With Flow Equalization ($0.60 + $0.37 + $0.29) per gpd = $1.46 per gpd
Transmission Without Flow Equalization ($2.00 + $0.92 + $0.73)-per gpd = $3.65 per gpd
Treatinent = $4.83 per gpd
Total Cost With Flow Equalization = $6.29 per gpd
Total Cost Without Row Equalization = $8.46 per gpd



Aqua'Wastewater Ca|>aci^ Purchase ;
Projected Co^ Public Staff

jJanuarv 10; 2018 Becker Rebuttal Cross Exam Exhibit
' ̂ " Docket No. W-218 Sub 497

W\A^P Gapa'citv-(Based:otf2006'Expansion) $ ̂ 5:34::

Option No. 1

Transmission with County Providing Pumping and Flow Cq:

42 East WWPS and Flow Eq Facility $ 1.84
NC 42 East to North Tech Park $

North Tech Park to Swift Creek Rd $

Swift Creek Road to Neuse River Parallel FM $

12" Parallel Force Main Under US 70 VijuutWiM S

Total Transmission $ 4.98

WWTP Capacity $ 5.34
TOTAL OPTION NO. 1 $ 10.32

0.42

0.37

0.29

2.06

/gpd
/gpd

/gpd
/gpd

/gpd

/gpd
/gpd
/gpd

Optioi^No.2
Tronsm/ss/oniW/thiguo ProV/d/np Pu'mfihgand'FibwEqP
NC 42 East to North Tech Park $ 0.42

North Tech Park to Swift Creek Rd $ 0.37

Swift Creek Road to Neuse River Parallel FM $ 0.29

12" Parallel Force Main Under US 70^rt^S>JtyjjyrJsj^ $ 2.06
Total Transmission ^ $ 3.14
WWTP Capacity $ 5.34

iro1^CllCTjdl^'N6.!2 $ €8.48,

/gpd

/gpd
/gpd

/gpd

/gpd

/gpd

/&pAi

^Estimated Costs. Project not constructed.

v..



Public Staff

Becker Rebuttal Cross Exam Exhibit

Docket No; W-218 Sub 497

DEPARTMENT OF PUBLIC UTILITIES

POST OFFICE BOX 2263

SMITHFIELD, N.C. 27577

(919) 989-5075

Shannon yrB&:kTr, President
Aqua North Carolina, Inc.
202 McKenan Court

Gary, NC 27511

Re: Purchase of Wastewater Capacity in the CentralJohnston County Regional WWTP

Dear Mr. Becker:

It Is our understanding that Aqua may be interested In purchasing capacity in the Count/s wastewater
system In accordance with the "Bulk Wastewater Service Agreement foj^Flowers Plantation Sections Ij^ll
and NIB" dated.May 14,2022. The fleJqr^bulkWstei^ter capacity-is currently S8.48/g^d f^
discHargeJritojKe^GduntyswastewateTcoJIectiqnrtransmissidnXnd'treatmenU
fee'assum^Aqua wlll'prGVideflow;^qua]jzat|^^(pMkJio.w.not-to.exceedtl;5timesiverageJ.i^

^pumping into'the'Countyrtransmlsslon system. '

The proposed capacity fee is based on the following: .
WWTP Capacity (Based on 2006 Expansion) ■;;S'5:3T4/gpd'-;^
Transmission:

NC 42 East to North Tech Park $0.42/gpd
North Tech Park to Swift Creek Rd $0.37/gpd
Swift Creek Road to Neuse River Parallel FM . $0.29/gpd
12" Parallel Force Main Under US 70 Interchange - S2.66/epd*

^Totat^adty fS—Zf $8.48/gpd.J
('Estimated Cost. Project not constructed.)

The bulk transmission and treatment commodity charge will be;$3ri8^erX000.Kallons:beElnning'July 1,
2018. Please let me know if you have any questions or need additional information.

Sincerely,

-  ""i
Chandra-C.-Farmer; PE '
Director of Utilities

cc: Rick J.Hester

Primed on rocyded paper



Junis, Charles M

f  Public Staff Becker
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From:

Sent:

To:

Cc:

Subject:

Attachments:

Dodge, Peggy S. <PSDodge@aquaamerica,com> '

Thursday, August 23,2007 3:37 PM

'Rebecca Flowers' ,

'Pat Benson"; Shaw, Rudy C.
Flowers Agreements, Addendums, & Capacity Fees
Pinevllle West, Phase 2-POD2 081707 FINAL AGREEMENT; PinevilleEastEstates2-41Lots

081707.doc; Addendum-PineviIleEast-PaymentUponRecording.doc; Addendum-

PinevilleEastCottages-PaylngCIACtoUtility.doc; Vjllage@FlowersPlantatlon.doc;
PinevilleClubDRAFT.doc; FlowersCIAC.xls

Becky, Good afternoon. Attached, please find the water and sewer agreements/amendments
which address paying the capacj
commercial'centers, at the time

y fees upon recording the lots or, in the case of the
rvice is requested for a unit. It will be very important for these

agreements to be reviewed, sign^ and returned to me as soon as possible so when the Utility is
audited both the Developer andjAqua are in compliance with the signed agreements. In addition,
I will need to file each with the Carolina Utilities Commission (NCUC) ASAP.

£l®ip&jed6-GuffehtI)t.u:nd'er;Gons.tm
ts tO'b'e'mJde'iSpJSil^irwin'benec^s^

£teve}adju|feU^^
^defior-thevcapacity-fee'pay m|
aS^Jie^to. be:si^ne(landjretur;
^eldu^^cause qf-the credit^tha
^Gan-b^used'towardsfuture^deyelqpjnent

The water capacity payments currently due must be paid in full as soon as possible. Payment will
need to be made by August 31,2007. Again, please make this a high priority so we can true-up
with each project and move forward with a "clean slate". The water capacity fees due are as
follows;

Pineville West. Phase 2 - POD 2 (78 Lots Total)

$15,000 (32 lots - Phase 1)
Agreement is attached for your review. Please sign and return with capacity payment.

Pineville East Estates. Phase 2 - POD 7 f41 Lot's Totall
$10,000 (19 lots - Phase 1) 1 ; j l .
Agreement is attached for your review. Please sign and return with capacity payment.

•' ''
Dr. Watson Inn

$500 (1 Lot)

Also, please see below and address accordingly. j

Pineville East at the Village - (10 Lotsi Avvroved with 68 lots in Pirjeville East. Phase 7
No capacity fees due. This is a portion of the 47 lots paid for previously as "Pineville

East, Phase 1". i



Addendum to original "Pineville East" agreement is attached for your review.
Please sign and return the Addendum to bring both parties in compliance.

Pineville East Cottages (45 lots total, paid for 10 lots previouslv)
$17,500 (35 lots remaining) Payment due when another plat is recorded.
Addendum to original agreement is attached for your review.
Please sign and return the Addendum to bring both parties in compliance.

i

Village at Flowers Plantation (15 connections^
Paying capacity fees as connected. Flows for each business are to be forwarded to Aqua.
Agreement is attached for your review. Please sign and return.

Pineville Club (3 connections'^

Capacity fees for Bath House/Grill & Pool House/Spa Fitness are due upon signing the
contract.

Flows for each location are to be forwarded to me in order to to finalize the contract for

your signature.
Agreement is attached for your review. Please follow - up with Paul regarding the

flows for each location. I

Pineville East Estates, Phase 2 (26 Lots^ , :/
Will not be constructed as designed. ''
Permit should be rescinded with DWQ so the flow is not counted against your current

capacity.
Permit should be rescinded with DEH because project will not be as designed.
Franchise Application filed with the NCUC under Docket No. W-274, Sub 600 will also

need to be rescinded.

Please let me know if you would like this completed and I will coordinate this with our
Engineering Department.

If you have any questions oridesire additional information please contact me.
,  '1

Thank you.

Peggy-Sue Dodge
Sr. New Business Coordinator

Aqua North Carolina, Inc.
Heater Utilities, Inc. d/b/a Aqua North Carolina . ̂ ^
202 MacKenan Court ! ,, ,
Cary, North Caroiina 27511 |
Office; 919.467.8712, Ext. 15

Fax: 919.460.1788

psdodge@aquaamerica.com



T .i-T 1 1 : 1 Ci 1 "r

Water CapaeHy SewerC^acHy
Paid Fees FsesQOtOspd

8/5/1999 19,000.00
4l^2a00^ 5.400.00 22.302.00
3/12/2002 833.33 2.626.00
4^00002 2,520.00 11,077.60
10/B/2003 23.50000 74.109.60
4/27/2004 10.500.00 33,112.60
saiJXK 11,25000 28.326.40
2006 12SOOOO 39,^.00

1/11/2007 13500.00 58,320.00
Oec-06 10,000.00 45.360.00

1/11/2007 S.000.00 21,600.00
1/11/2007 32.500.00 144.720.W

ewtfnWinw

PalMrBV StwSoa tow Parfcwav Viflaoe
Watson's MS. Ptasel

Planlation PvV
WMon'a MID, Phase 1

Pods 2 & 3 (MiD Creek Phase 1)
MC West & North Farm Phase 1

Watson's Ml, Ruse 2
PInevBle East. Phase 1
Pinevle East, Phase 1

River OeD Townes
PIrtevDIe East Cottaoes
Pirkevffle, West. Phase 1

^•Sll&e e 240 9tf vs.SUffiid):

'  V lO.oafMfeii,.: .

<'<■/ a«dR.{kiie^vocitnmircWJ,
T<13®'20C*  24.roia!0j

-

10,800.00S
,19,52X00

^7.2M.Ob'>
f 4a,240J»jKv

0$4.13
34.38 x 600 Rpd

S/B 'fi|$4.13
OS4.38
AS4.38
034.38

Closed

Closed
Credit due Rebeees Floweie per Mike Myers.

Watar Opacity
Fees

SewsrCspaetty
Fscs A240BPd SvstemNams

AvaBaWeCretft
(17«,IOai8 • SewerCspsctty^Q

'  24O0pd) - - •
1

OWES WATER
Reaiai:Bn7- - -16.000.00 48.080.00

PineviDe West. Phase 2 • POD 2 (78 lets] • Per Apeerrtent - Paying in
- Sections as reccrded - Section 1 w/32 lots 130.520.80 -

OWES WATER
Real/31: B16 10,000.00 27.36000

PkievlllB East Estates, Phase 2 POO 7 (41 lots)~>PerABreeroenl-Pa^ln
- Sections-Section 1w/19lets 103,16080 AoDTOvedfor41 connedians;Phase 1: ISLOTSBEINGRECOROFn

Cms Water 600.00 1.440.00- Or. Wtfson's Im ■ 101.720.80 -
. OiMsWater.. 17.600.00 S0.400.00 ' PiRftville East Cotleoes 51.32080 ADDfovedfor45Ids;Dsldfor 10(seeabove) '

Owes Water a
Sewer Q the time
-—service Is
-e^teooested'^ =60 000.00 ■ •137091.70 - VillAOfl at FiDwnre Plarttfltlnn MS Commercial Units A 23722 ante!

Paying per laiit ss connections are
made to the water a sewer system fcx
uo to 23 722 oalkm of now. ~ '

...

— —

"

TBD ;  TKJ-
CtAC (or Bath House/GrO a Pool House/Spa Fitness are due upon tigmng the
contfael, Banouet Han due prior to servlcs bekn provided.
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Aqua North Carolina, Inc. Thomas J. Roberts
202 MacKenan Court • President and Chief Operating Officer
Cary.NC 27511

•  1:919.653.5770
F: 919.460.1788

tjroberts@aqudamerlca.com
^  www.aquanoTthcarolina.com

Ms. Rebecca Flowers
Flowers Plantation

4880 NC Hwy 42 East
Clayton, NO 27527

Dear Becky:

I appreciate your update regarding the build out of the Flowers Plantation project and have discussed your
concerns with Nick DeBenedictis and others ivithin the company. We are m agreement that the approach
explained below meets or exceeds the requirements of the agreements.

Aqua North Carolina, Inc. (Aqua) supports the significant growth in Flowers Plantation and is committed
to serving the community. In light of the growth trend, Aqua has already received necessary permi
approvals and is almost complete with construction of the second phase of die wastewater treatment ̂^ant
rWWTP) at Neuse Colony. The second phase of the WWTP will increase the total w^ ewater capacity to
350,000 eallons. Construction is anticipated to be complete within 60-days and possibly sooner. Aqua is
making this investment with no up-front fmancing from Flowers Ptoationj lioweve^^ Clamd
agreements, the Cash Contribution in Aid of Construction for the WWTP capacity will
after all costs for the WWTP's expansion have been booked. This new capacity fee will be the same
dollar amount per gallon that Aqua paid for the design, engineering, and construction of the expansmn
and will remain the per gallon charge until the next WWTP expansion is completed and the capacity fee
again recalculated.

Once the second phase of construction has been completed, Aqua will begin the engineering aiid
permitting process to reach full build-out capacity of 750.000 gallons. Our plan is to bu.Id edacity in
phases to both limit the investment made by Aqua until it is needed and to limit the impact o futur
capacity fees paid by the Secondary Developer. Based upon 240 gallons per day (^d) per single family
reLentiai equivalent (SFRE) this will allow for =3,125 SFRE to be constructed
utilizing Aqua's WWTP capacity (750,000 gallons WWTP capacity/240 per pRE). As pe
North Carolina Department of Environment and Natural Resources' (NCDENR)
begin design of an expansion when the twelve month running annual average flow at the WW FF eachw
80% and begin construction when it reaches 90%. Although NCDENR may have some interest in the
number of platted lots, they only use flow as triggered for expansion.

Per the Bulk Wastewater Agreements for Flowers Plantation, Johnston County (County) has agreed to
accept a minimum of 500,000 gallons of untreated wastewater capacity from !
County agreed to this because you telinquished the 500,000 gallon NPDES Pennit No. NC0064556 to the
County. This 500,000 gallons of capacity from tlie County is solely for ^
Plantation. This capacity will allow for =2,083 additional SFREs to be served p00,000 gatos WWTP
capacity/240 gpd) in addition to the 750,000 gallons of wastewater capacity Aqua is constructing and

An Aqua America Company



making available solely to serve Flowers Plantation. The flow from the County and Aqua is available for
you when it is applied for and nobody else can use it.

The County also recognizes that Flowers Plantation may need more than the combined wastewater
capacity (750,000 gallons + 500,000 gallons) to reach full build out. The County has agreed to provide
additional bulk wastewater capacity beyond the minimum 500,000 gallons mentioned above, based upon
the County's availabilitv of wastewater capacitv at the time it is requested and paid for. The County's
bulk wastewater capacity to serve Flowers Plantation under.the Bulk Wastewater Agreement is reseiVed
for a period of 20 years (expires May 14, 2022). Please refer to the Bulk Wastewater Agreements for
further details. If you desire to purchase the 500,000 gallons of wastewater capa.city reserved, by the
County at tliis time, please issue payment in the amount of $3,000,000.00 to Aqua (500,000 gallons x
$6.00/gallom the current capacity charge) and Aqua will make payment to the Cpunty and request the
500,000 gallons of wastewater capacity to be reseired for future use at Flowers Plantation. Otherwise the
capacity.can be purchased (assuming it is available after the 20 year period) at the time application is
made and at the County's then current capacity fee rate.

Per" tli.e Bulk .Water Agreements for. Flowers Plantation the . County agrees to serve all of Flowers
Plantation subject to the avaiiability and the County's applicabie policies.in, effept at the time water
capacity-is requested. Please refer to the Bulk Water Agreement for. further details.. If you wish to
reserve .^e. same, amount of water capacity as the 500,000 gallons of wastewater reserved, please issue
payment in the amount of $1,625,000.00 to Aqua (500,000 gallons X $3.25/gaIIon: the current capacity
charge) and Aqua, will make payment to the County and request the 500,000 gallops, of water capacity to
be re.sei'ved for future use at Flowers Plantation. Otherwise, the. capacity can be-purohased (assuming it is
available after the 20 vear period) at the time application Is made and at the County's tlieii current
capacity fee rate.

Ikube-clearr.tQjEuacantee^water'antl.wastevyater-eapacity-from-the-CountytyOtrapd/orsnyotlier Seconti^
Developeroi^Flower3jEjantatron'are^rewired'l!ypurchase°tHe-capacity^t'tli^County-s-cmrent.bulk;.:a^a^
and-wastevmter-rate—Bulirwafer^"d'waglewatercapacityT3aymentS''are'made-tD-Aqua=and:thenAqua

furthendetailii

The Agreements signed by you, the County, and Aqua (formerly Heater Utilities, Inc.) are clear on the
terms and conditions of- the purchased capacity needed to serve Flowere .Piantation. They state each
Secondary Developer of Flowers Plantation, which includes you, is responsible for purchasing all water
and wastewater capacity needed to serve their Subdivision's property within Flowers Plantation. It is not
the responsibility of Aqua or its existing rate payers lo purchase the water and wastewater capacity
needed for the future growth of Flowers Plantation in an effort to reserve capacity needed for Flowers
Plantation to reach full build out. Aqua will not agi'ee to purchase capacity from the County on behalf of
a Secondary Developer unless that capacity is paid for by the Secondary Developer first. Because of your
concerns. Aqua has always encouraged you to purchase as much capacity as you deem necessary to serve
your project,

Please note that Aqua's monthly rates and fees charged are approved by the North Carolina Utilities
Commission and this is done in accordance with the rules and regulations established by the regulatory
agency.

Aqua, without a doubt, appreciates the growth Flowers Plantation provides and the success of Flowers
Plantation Is important to Aqua. When you and I first met in 2007, you asked me what Aqua would do if
gro^vth were to move things forward at a faster pace. I responded then and respond now that Aqua has a



clear understanding of what our obligations are under the agreements and Aqua is committed to meet
those obligations. ;

l look fonvard to continuing to work with you on this project and its success.

Sincf

niTDUTas^Robefts
^^ideriliBndlGQQ/

ft— • Hit I

!  1
!  i



Poole, Ruffin

From: fpoojeJ^harleTRr
Sent: Fridgy33£tQbiE^.201-3-9:45 AM
To: Xeid^"Step}iensQn . 7
Cc: Roberts, Tom; len@woodallcpa.com; lreaves@smithlaw.com; Rebecca Flowers;

chandra.coats@johnstonnc.com; tim.broome@johnstonnc.com
Subject: RE: Flowers Plantation

Reid:

The meeting earlier this week went well. I was glad to have an opportunity to meet each of you as being the
newest member of Aqua, Flowers Plantation is an impressive project with great continued growth
opportunities. We are excited you all are looking to continue expansion and look forward to growing with you.
The meeting was a good chance for us to touch base on where things stand between us and get some
reassurance from one another about how to properly address the future.

With that being said, I wanted to make a few clarifying points to your summary of the meeting below:

-  Developer's are required to purchase ̂  the water and sewer capacity needed to serve their property.

-  Aqua has one permit for the 750,000 gpd WWTP with an authorization to construct future phases of the
WWTP to reach its full capacity. Currently 250,000 gpd of the 750,000 gpd permitted WWTP is in
service. We can add capacity with construction of two additional "trains" of 250,000 gpd
each. Traditionally, the construction period for each additional train would be 6-8 months. We are

^  committed to the \WTP project build out as needed to address capacity service demands.

-  The County agreed to "reserve" 500,000 gpd sewer capacity in addition to the 750,000 gpd capacity
Aqua is providing. Developers are required to purchase the County's "reserved" capacity.

- Water capacity fees are calculated at a cost of $3.25/gaI per SFRE (single family residential equivalent)
or County's current approved charge. Developers pay Aqua the capacity fees and then Aqua issues a
check to the County in that same amount to reserve the capacity purchased.

Se^^x^acity-fees-arecalculat^as-fdllows;
z::zy

/~For'those"lots^located'On-theieastem_side-ofthe-project-(500,0DX)Igp3side)
o iSFREX240iE^RE;x;$MSgS::7
o /^AquaTe^ves4his:payment-from.the-Developer-and-then-issues.a.checlOoIth"eCountvin-the

/s^ne~amoi[5t^-moniesToZihe-resc^^ibp.o£Biexapacity-purobasedlZ7

For those lots located on the western side of the project (750,000 gpd side)
o SFREx240gpd/SFREx$4.13/gal
o Aqua receives this payment from the Developer and retains it

Our Operations team will need to provide the actual sewer flows. Are you looking for the most recent 12 month
period?
If you are interested in the actual water flows based on what Aqua purchases from the County within the same
;)eriod, we can obtain this information as well.

■ :Ve need a little more clarity about the period requested in order to make sure you receive the information
needed.



Thanks, we look forward to continuing to work with you and your teanij

C. Ruffin Poble

Manager of Corporate Development
Aqua North Carolina, Inc.
202 MacKenan Court

Cary, NC 27511
T: 919-653-6967

From; Raid Stephenson [mailto:reid@flowerspIantation.com]
Sent: Tuesday, October 22, 2013 5:07 PM
To: Poole, Charles R.
Cc; Roberts, Tom; len@woodallcpa.com; lreaves@smlthlaw.com; Rebecca Flowers; chandra.coats@johnstonnc.com;
tlm.broome@johnstonnc.com
Subject: Flowers Plantation

Thank you for meeting, with Lacy Reaves and representatives from Flowers Plantation and Johnston County today.
The meeting was very productive and we look forward to working with Aqua as Flowers Plantation continues to develop
residential and commercial units.

As we discussed Aqua will be the utility company for wate/jand sewer for Flowers Plantation and is prepared with
permits in place to Install the 250,000gpd cellsJn.theitreatment''plant as required and construction schedule is 6 to 8
months for each of the 2 remaining cells. Aqua Is alsp/prepared'to purchase the 500,000 gpd from the County to
complete the total l,250,000gpd requlrement!f6r Flowers Plantation. If additional capacity Is required by Flowers above
the 1,250,000 level, Aqua is prepared to s^efvlc'e the additional requirements.
The County can expand their discharge facijify-up to 13.5 million gpd discharge and the pump station upgrade has been
designed.

Please provide the current flow rate divided between residential and commercial for Flowers Plantation and would

appreciate quarterly updates on flow rates.

We will provide the lot construction schedule and will update with any revisions as required.

Attached Is a map of Flowers Plantation with planned and completed subdivisions.

ly-

Steid SUphetuon
S'Cantatim

HddJ!^.f£oweMpiantatioiucom
m-369-8332 cdi

919-553-3084
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STATE OF NORTH CAROLINA

UTILITIES COMMISSION

RALEIGH

DO;eKETl"F)0.v®2fgnSIJBi25?l* t/ I , ̂  c^
0®f

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION ^

In the Matter of
Application by Aqua North Carolina, Inc., 202 MacKenan ) ORDER GRANTING
Court, Cary, North Carolina 27511, for Authority to ) PARTIAL RATE
Increase Rates for Water Utility Service in All of Its ) INCREASE AND
Service^Areasriniffiurhb.tflabid^lid;^ North ) REQUIRING
CaToiina ) CUSTOMER NOTICE

HEARD IN: Shaw Auditorium, Fayetteville State University, 1200 Murchison
Road Fayetteville, North Carolina on Thursday, Septembers, 2007,
at 7:00 p.m.

Commission Hearing Room, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina on Tuesday, November 6, 2007, at
9:00 a.m., and Tuesday. January 8. 2008, at 9:00 a.m.

BEFORE: Commissioner Lorinzo L. Joyner, Presiding, Commissioner Robert
V. Owens, Jr., and Commissioner William T. Culpepper, III.

APPEARANCES: For Aqua North Carolina, Inc.:

Odes L. Stroupe, Jr., Bode, Call & Stroupe, L.L.P., Attorneys at
Law, P.O. Box 6338, Raleigh, North Carolina 27628-6338

Jo Anne Sanford, Sanford Law Office, PLLC, Attorney at Law,
P.O. Box 28085, Raleigh. North Carolina 27611-8085

Eottfr^Using^an^'Cqjfis^

rTTab,-.CrHun^r.Staff-:AttomeyrPublic Steff--:NorthjCarolina Utilities
Commission, 4326"MairService Center^ Ralefgh, North Carolina
27699-4326



BY THE COMMISSION: On January 11, 2007, Brookwood Water Corporation
(Brookwood)^ and LaGrange Waterworks Corporation (LaGrange)^ filed letters notifying
the Commission of their intent to file general rate cases as required by Commission
RuleR1-17{a).

On June 1, 2007, Aqua North Carolina. Inc. (Aqua, Applicant, or Company) filed
applications for a general rate increase in its water utility rates for the former Brookwood
and LaGrange service areas^ in the counties of Cumberland and Moke in Docket
No. W-218, Sub 250. Contemporaneously, Aqua filed a Joint Application for Approval of
Merger^ and Applications for Authority to Increase Rates in Docket Nos. W-218,
Subs 251 and 250, W-177, Sub 53, and W-200. Sub 48. As a result of said Joint
Application for Approval of Merger filing, ail subsequent filings related to the general rate
case applications were filed in Docket No. W-218, Sub 251.

On June 6, 2007, Aqua filed a letter requesting confidential treatment of
Form W-1, Exhibit 17.

On June 29, 2007, in Docket Nos. W-218, Sub 250, W-177. Sub 53, and W-200,
Sub 48, the Commission issued an Order Approving Merger on the conditions that;
(1) separate rates and separate books and records be maintained after the merger for
the former Brookwood and LaGrange systems until otherwise authorized by the
Commission; (2) Aqua provide written notification to the Commission within 10 days
after the merger has been completed; and (3) the bond obligations and franchises be
transferred upon receipt of written notification that the merger has been completed.

Also, on June 29, 2007, the Commission issued an Order Establishing General
Rate Case, Suspending Rates, Scheduling Hearings, and Requiring Notice.

On August 3, 2007. Aqua filed a Certificate of Service indicating that the public
notice had been provided in accordance with the Commission's June 29, 2007 Order.
On August 7, 2007, Aqua filed a revised Certificate of Service that reflected the required
notarial seal.

On August 14, 2007, Jo Anne Sanford of Sanford Law Office, PLLC filed a
Motion to Withdraw and Notice of Substitution of Counsel requesting that the
Commission allow the withdrawal of Laurence A. Cobb and Kathy L. Rape as counsels

'Docket No. W-177. Sub 53.

^ Docket No. W-200, Sub 48.

' On May 26. 2004. the Commission Issued an Order Approving Joint Stipulation and Transfer of Stock in
Docket Nos. W-274, Sub 465, W-177, Sub 50, and W-200. Sub 45, whereby the stock of Heater Utilities,
Inc. (Heater) and control of Heater and its wholly-owned subsidiaries, Brookwood Water Corporation and
LaGrange Waterworks Corporation were transferred from Allete Water Services. Inc. to Aqua
America, Inc. Aqua North Carolina, Inc. is a wholly-owned subsidiary of Aqua America, inc.

* Aqua North Carolina, Inc., Brookwood Water Corporation, and LaGrange Watenworks Corporation jointly
requested Commission approval to merge Brookwood and LaGrange into Aqua pursuant to G.S. 62-111.



of record and allow the appearances of Odes L Stroupe, Jr., of the law firm of Bode,
Call, & Stroupe, L.L.P., and Jo Anne Sanford as attorneys of record for Docket
Nos. W-218, Subs 250 and 251, W-177, Sub 53. and W-2a0. Sub 48. In her motion,
Ms. Sanford stated that Mr. Cobb indicated agreement with such request and that
Ms. Rape was no longer employed by Aqua America, Inc. On August 17, 2007, the
Commission issued an Order Granting Motion to Withdraw and Substitution of Counsel
in said dockets.

On September 6, 2007, the public hearing was held as scheduled in Fayetteville,
North Carolina. The following 15 public witnesses testified: Curtis Worthy, Charles Van
Hook, Emiiie Helms, Mary Harris, Richard Garner, Bob Moeschet, William White, Mary
Wilson, Phyllis Clarke, Lenon Hall, John Tinsley, Clarence Lassiter, Ethel Campbell,
Theresa Taylor, and Lynda Parlett.

On September 25, 2007, Aqua prefiled the testimony of Thomas J. Roberts.
President and Chief Operating Officer for Aqua North Carolina, Inc., J. Preston
Luitweiler, Vice President of Water Resources for Aqua Services, Inc.®, Stephen F.
Anzaldo, Treasurer for Aqua Services, Inc., William C. Packer, Jr., Assistant Manager of
Rates for Aqua Services, Inc., and Stan F. Szczygiel. Regional Controller for Aqua
America, Inc.'s southern state operations.

On October 5, 2007, the Applicant filed a Motion for Continuance of Hearing. In
its motion. Aqua stated that transitional issues related to the conversion from the data
collection and maintenance system utilized by the Company's predecessor, Heater, to
Aqua's current system, had taken longer to resolve than anticipated due to the huge
amount of data involved; consequently, it had been more difficult and complex to
reconcile accounts and data in a timely manner for the rate case proceeding. Aqua
contended that such transitional issues had imposed a significantly greater burden on
both the Company and the Public Staff, extending appreciably the time required to
complete the various tasks related to the rate case application. Further, Aqua
maintained that the completion of certain critical capital projects essential to the
Company's regulatory compliance with drinking water standards could not be assured
by the close of the November 6. 2007 evidentiary hearing. Aqua requested that the
November 6, 2007 hearing be convened as scheduled and previously noticed to the
customers, but that the evidentiary portion of such hearing be continued until early
January 2008.

On October 17, 2007, the Commission issued an Order Rescheduling Hearing
and Setting Deadline for Filings and on October 18, 2007, the Commission issued an
Errata Order Clarifying Hearing Dates.

On November 6, 2007, a public hearing was held at the North Carolina Utilities
Commission hearing room in Raleigh, North Carolina, as scheduled. No customers
testified. On that same date. Aqua filed a report with the Commission in response to

^ Aqua Services, Inc. is a subsidiary of Aqua America, Inc., the parent company of Aqua North
Carolina, Inc.



the concerns expressed by the public witnesses at the September 6, 2007 Hearing in
Fayetteville, North Carolina.

On December 4, 2007, the Public Staff verbally requested an extension of time
until December 14, 2007, within which to file its testimony. Oh December 6, 2007, the
Commission issued an Order Granting Oral Motion for Extension of Time to File
Testimony. On that same date, the Commission issued an Errata Order Clarifying the
Extended Filing Deadlines in Docket.

On December 12, 2007, Aqua and the Public Staff entered and filed a Partial
Settlement Agreement in this proceeding, which stipulated to the appropriate capita!
structure and cost rates components of the capital structure and return on rate base.

On December 13, 2007, the Public Staff verbally requested an extension of time
until December 21, 2007, within which to file its testimony and an extension until
December 28, 2007, for Aqua to file its rebuttal testimony. On December 17, 2007, the
Commission issued an Order Granting Second Extension of Time to File Testimony.

On December 21, 2007, the Applicant filed a motion for an extension of time for
the parties to file testimony. In support of its motion, Aqua stated, among other things,
that the parties plan to file with the Commission no later than January 4, 2008, a
stipulation which would provide a settlement of all their outstanding Issues related to
proposed rates and charges. On that same date, the Commission issued an Order
Granting Additional Extension of Time to File Testimony.

On January 4, 2008, Aqua and the Public Staff filed a Joint Stipulation that
settled their outstanding issues. On that same date, the Public Staff filed the testimony
of Jerry H. Tweed, Utilities Engineer, Water Division, and Katherine A. Fernald, Water
Supervisor, Public Staff Accounting Division.

On January 8, 2008, an evidentiary hearing was held at the North Carolina
Utilities Commission hearing room in Raleigh, North Carolina, as scheduled. The
Applicant presented the direct profiled testimony of Thomas J. Roberts, J. " Preston
Lultweiler, Stephen F. Anzaldo, William C. Packer, Jr., and Stan F. Szczygiel. The
Public Staff presented the prefiied testimony of Jerry H. Tweed and Katherine A.
Fernald.

Witness Roberts testified for the Applicant and witnesses Fernald and Tweed
testified for the Public Staff in response to Commission questions. In addition, the
Commission propounded a series of written accounting questions to the Public Staff
with a request for a seven-day response time, unless an extension of time was
requested by the Public Staff.

On January 9, 2008, Aqua and the Public Staff filed a Joint Proposed Order.

On January 10, 2008, the Public Staff filed its Late-Filed Exhibits.



On January 17, 2008, Aqua filed the affidavit of Thomas J. Roberts, President,
Aqua North Carolina, Inc. in response to the Presiding Commissioner's inquiry, at the
January 8, 2008, evidentiary hearing in Raleigh, North Carolina, regarding a
service-related concern expressed by public witness William White at the
September 6, 2007 public hearing held in Fayetteviile, North Carolina.

On the basis of the application, the Partial Settlement Agreement, the Joint
Stipulation, and the other evidence of record, the Commission makes the following

FINDINGS OF FACT

1. Aqua is a corporation duly organized under the laws of and authorized to
do business in the State of North Carolina. Aqua is a franchised public utility providing
water and/or sewer utility service to customers in North Carolina.

2. Aqua is properly before the Commission, pursuant to Chapter 62 of the
General Statutes of North Carolina, for a determination of the justness and
reasonableness of its proposed rates and charges for its Brookwood and LaGrange
water operations.

3. The Brookwood and LaGrange water systems provide service to
approximately 14,200 customers (8,200 Brookwood and 6,000 LaGrange); all service is
metered except for the service provided to approximately 160 flat rate Brookwood
customers.

4. The test period appropriate for use in the proceeding is the 12 months
ended December 31, 2006.

5. The overall quality of service provided by Aqua to its customers is
adequate.

6. A total of 15 public witnesses testified at the customer hearings and the
concerns expressed included the magnitude of the rate increase as well as various
service-related concerns. The water service concerns expressed by the public
witnesses included, but were not limited to, estimated bills, estimated meter readings,
an unannounced water outage, the inability to contact the local Fayetteviile office
regarding customer service issues, black silt in the water, sporadic fluctuation in water
pressure, and the level of chlorine in the water.

7. Aqua filed a report with the Commission addressing the concerns
expressed by the public witnesses at the customer hearings. Such report listed each of
the 15 witnesses, his/her specific concern(s) testified to at the customer hearings, the
Company's response, and how each concern was addressed, if applicable. Further,
Aqua filed an affidavit with the Commission in response to the Presiding
Commissioner's inquiry at the January 8, 2008 evidentiary hearing regarding a



service-related concern expressed by a public witness at the September 6, 2007 public
hearing held in Fayetteville, North Carolina®.

8. Aqua's present rates for its Brookwood and LaGrange water systems are
as follows;

Monthlv Metered Water Rates:

Bragg Estates Subdivision:

Brookwood LaGrange

Base charge, zero usage $ 6.44 n/a
Commodity charge, per 1,000 gallons $ 1.01 n/a

All Other Service Areas;

Base charge, zero usage
(based on meter size)

<1" meter $ 6.44 $ 4.97

1" meter 16.10 12.43

114 "meter 32.20 24.85

2" meter 51.52 39.76

3" meter 96.60 74.55

4" meter 161.00 124.55

6" meter 322.00 248.50

Commodity Charge, per 1,000 gallons $ 1.40 $ 0.99

Monthlv Metered Flat Water Rate: $ 13.75 n/a

9. Aqua requested an increase in its water rates that would produce
$2,601,795 in additional revenues related to its Brookwood and LaGrange water
systems.

10. Aqua's original cost rate base for its Brookwood and LaGrange water
operations at December 31, 2006, is $12,166,240.

11. Aqua .had water plant in service for its Brookwood and LaGrange water
operations, net of contributions in aid of construction, of $21,280,052 at the end of the
test year, including pro forma adjustments.

^ An investigation by Aqua of the service-related concern expressed at the September 6,2007 Hearing by
public witness William White revealed that witness White is not an Aqua customer. The Company
determined that witness White resides In Morganton Place Subdivision, a former LaGrange Waterworks
Corporation system that is currently served by the Fayetteville Public Works Commission.



12. The accumulated depreciation at the end of the test year, including
pro forma adjustments, was $9i006,591 for its Brookwood and LaGrange water
operations.

13. The depreciation life for filters purchased from WRT Environmental LLC
(WRT) is 20 years.

14. ' Aqua is entitled to total rate case expenses of $124,404, consisting of $750
of filing fees. $12,600 of printing and postage costs, $1,411 of Public Staff travel costs,
$42,774 of attorney fees and expenses, and $66,869 of Aqua Services, Inc. charges.
These total rate case expenses of $124,404 should be amortized over three years,
thereby resulting in an annual rate case expense of $41,468.

15. In addition to the $124,404 of total rate case expenses, the Applicant also
incurred $21,068 of legal fees and $7,570 of Aqua Services, Inc. charts that should be
assigned to the rate case applications for its remaining North Carolina companies for
which the Applicant has Letters of Intent on file. The Parties agree that if the Applicant
does not file rate cases for the remaining North Carolina companies by
December 31, 2008, the Applicant should write-off these costs.

16. It is appropriate to calculate regulatory fees using the statutory rate of
0.12%.

17. it is appropriate to calculate gross receipts tax based upon the approved
levels of revenues and the statutory rate of 4% for water operations.

18. It is appropriate to calculate state and federal income taxes based upon
the corporate tax rates of 6.9% for state income taxes and 35% for federal income
taxes.

19. Aqua's total operating revenue deductions under present rates for its
Brookwood and LaGrange water operations are $2,970,507.

20. Aqua's present rates produce total operating revenues for its Brookwood
and LaGrange water operations of $2,678,103.

21. On December 12, 2007, Aqua and the Public Staff (the Parties) entered
into and filed a Partial Settlement Agreement establishing the rate of return components
to be used in this proceeding. The Parties' agreed-upon overall rate of return on rate
base was established at 8.06%, which includes a return on common equity component
of 10.40%.

22. The Parties agreed that the Applicant should conduct routine (at least
annual) analyses of the terms of its debt issues for opportunities to reduce its embedded
cost of debt rate through debt refunding, refinancing, or any other reasonable means that
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may be economically feasible and to take action to achieve such opportunities. Further,
Aqua should file an annual report with the Commission regarding such activities.

23. Aqua and the Public Staff (the Stipulating Parties) entered into and filed a'
Joint Stipulation on January 4, 2008. which contained rates and charges agreed to by
the Company and the Public Staff. In addition, the Joint Stipulation included several
accounting recommendations by the Public Staff which were agreed to by Aqua.

24. The Stipulating Parties have agreed that the Applicant is entitled to
changes in rates that will produce total annual operating revenues for its Brookwood
and LaGfange water operations of $4,422,698.

25. The stipulated rates will produce an increase in revenues for the
Brookwood and LaGrange water operations of $1,744,595.

26. Aqua's total operating revenue deductions under the stipulated rates for its
Brookwood and LaGrange water operations are $3,442,708.

27. The monthly water rates for the Brookwood and LaGrange service areas,
as agreed to in the Joint Stipulation, will be uniform and they are as follows:

Water Rates and Charges

Monthly Metered Water Rates:

Base charge, zero usage
(based on meter size)

<1" meter $ 9.62

1" meter 24.05

1^4 "meter 48.10
2" meter 76.96
3" meter 144.30
4" meter 240.50
6" meter 481.00

Commodity charge, per 1,000 gallons $ 2.15

Monthly Flat Water Rate: $ 24.45

(Note: Meters may be installed and the applicable metered rate charged.)
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Tap Fee:

<1" meter

1" meter or larger

$450.00

120% of actual cost of making tap,

including setting meter and meter box

(Note: In some areas, connection charges may not apply pursuant to contract
properly filed with the Commission.)

Meter Installation Fee: $ 70.00

(Note: The fee will be charged only where cost of meter installation is not
othenivise recovered through connection charges.)

Reconnection Charoes:

If water service is cut off by utility for good cause

If water service Is discontinued at customer's request

New Customer Account Fee:

Retumed Check Charge:

$ 15.00

$  7.50

$ 15.00

$ 20.00

28. The rates agreed to by the Stipulating Parties, as provided hereinabove
and included in Appendix A, attached hereto, are just and reasonable and should be
approved.

29. The Applicant should make any necessary changes or revisions to its
billing system such that the system can print monthly system specific billing and
consumption reports that can be tied to monthly revenues prior to the Applicant filing
another general rate case proceeding with the Commission for any of its operations or
affiliated operations In North Carolina, as stipulated.

30. The Applicant should make any necessary revisions to its reports and
billing system such that the number of customers by subdivision needed to calculate
certain allocation factors will be readily available, as stipulated.

31. The Applicant should make any necessary revisions to its reports and
billing system such that the information required to file accurate annual reports with the
Commission, such as the number of customers by subdivision, will be readily available,
as stipulated.

32. The Applicant should evaluate all of its North Carolina allocations,
including the allocation of charges from Aqua Services, Inc., for accuracy and



reasonableness and prepare a written allocation procedure for Its North Carolina costs,
as stipulated. Such written allocation procedure should be filed with the Commission
within 60 days of the date of this Order. Further, the Applicant should ensure that its
North Carolina personnel are familiar with and understand the written allocation
procedure, as stipulated.

33. The Applicant should implement a procedure to evaluate the change in
customer counts in order to confirm that no material change in the factors has occurred,
and to ensure that if there is a significant change, it is reflected in the allocation factors
in a timely manner, as stipulated. The Applicant should file a written copy of such
procedure with the Commission within 90 days of the date of this Order.

34. The Applicant should make revisions to its systems such that summary
information of the allocations for North Carolina and Aqua Services, Inc. is readily
available, as stipulated. Such summary information should clearly set forth the total
costs to be allocated by each factor, how each factor is calculated, and the amount
allocated to each North Carolina entity, as stipulated.

35. The Applicant should revise its allocation methodology for Aqua Services.
Inc.'s charges and North Carolina corporate costs such that the account detail for the
allocated costs is maintained, beginning in 2008, as stipulated.

36. The Applicant should evaluate its treatment of common assets and how
they are allocated, and should file a report with the Commission detailing its proposed
changes to its current allocation process within 90 days of the date of this Order, as
stipulated.

37. The Applicant should revise its procedures such that corrections to the
allocation of common projects already closed to plant are made directly to the plant
accounts, and not through construction work in progress, as stipulated.

38. The Applicant should begin booking and allocating costs in a consistent
manner, as stipulated.

39. Aqua should keep system specific plant data, contributions in aid of
construction, and direct expense data, as stipulated. The Public Staff should work with
the Applicant regarding the determination of which direct expenses should be kept on a
system-specific basis.

40. The Applicant should put in place procedures and safeguards to prevent
construction work in progress for one accounting unit from being erroneously coded to
the construction work in progress for another accounting unit, as stipulated.

41. The Applicant should review its construction work in progress accounting
such that construction work in progress should only include projects that are truly in
progress, as stipulated. The Applicant should not include multiple projects with multiple
completion dates in one construction work in progress funding project, as stipulated.
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42. Aqua should establish and maintain separate plant accounts or
subaccounts for each depreciation rate authorized by the Commission, as stipulated.

43. Aqua should implement a procedure to ensure that any changes to the
distribution of employee's time will be: (a) discussed with the employee, (b) agreed to by
the employee, and (c) sufficiently documented such that an audit trail exists on why and
how the adjustment was made, as stipulated.

44. Aqua should establish a procedure to review the employee benefit costs
provided by the corporate office in detail to ensure accuracy, as stipulated.

45. Aqua should revisit its policy on collecting customer deposits. Further, the
Company should review Its policy on how it handles past due accounts, as stipulated.

46. Aqua should provide written notification of the completion or status of the
merger to the Commission within 30 days of the dale this Order.

47. Aqua and the Public Staff agreed that all prefiled testimony and exhibits
could be introduced Into evidence without objection, and the Stipulating Parties waived
their right to cross-examine all witnesses with respect to all such prefiled testimony and
exhibits.

48. The Joint Stipulation contained the provision that Aqua and the Public
Staff agreed to waive appeal of a final Order of the Commission incorporating the
matters stipuiated in the Joint Stipulation.

49. The Joint Stipulation contained the provision that the Stipulating Parties
agreed that none of the positions, treatments, figures, or other matters reflected in said
Joint Stipulation should have any precedential value, nor should they othen/vise be used
in any subsequent proceedings before this Commission or any other regulatory body as
proof of the matter in issue.

WHEREUPON, the Commission reaches the following

CONCLUSIONS

Based upon the foregoing findings of fact and the entire record in this
proceeding, the Commission is of the opinion that the stipulated rates should be
approved and that the Partial Settlement Agreement, entered and filed on
December 12, 2007, and the Joint Stipulation between the Public Staff and Aqua North
Carolina. Inc., entered and filed on January 4, 2008, which are incorporated by
reference herein, should be approved.

Furthermore, the Commission has considered the testimony of the public
witnesses. On November 6, 2007, the Company filed a report addressing the concerns
expressed by the witnesses at the public hearings. On January 17, 2008, Aqua filed
the affidavit of Company witness Roberts responding to the Presiding Commissioner's

I
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inquiry at the January 8, 2008 evidentiary hearing regarding a service-related concern
expressed by a public witness. The Commission believes that the November 6, 2007
and January 17, 2008 filings by Aqua have adequately addressed the service-related
concerns expressed by the public witnesses.

IT IS THEREFORE. ORDERED as follows:

1. That the Schedule of Rates, attached hereto as Appendix A, is hereby
approved and deemed to be filed with the Commission pursuant to G.S. 62-138.

2. That the Schedule of Rates is hereby authorized to become effective for
service rendered on and after the issuance date of this Order.

3. That a copy of the Notice to Customers, attached hereto as Appendix B,
shall be mailed or hand delivered to all affected customers by Aqua in conjunction with
the next regularly scheduled billing process.

4. That the Applicant shall file the attached Certificate of Service, properly
signed and notarized, no later than Friday, February 29, 2008.

5. That the Joint Stipulation among the parties to this proceeding as well as
the Partial Settlement Agreement, which are incorporated by reference, herein, are
hereby approved.

6. That neither the Partial Settlement Agreement entered on
December 12, 2007, the Joint Stipulation entered on January 4, 2008, nor this Order,
shall be treated or cited as precedent in future proceedings.

7. That Aqua shall make any necessary changes or revisions to its biliing
system such that the system can print monthly system specific billing and consumption
reports that can be tied to monthly revenues prior to the Applicant filing another general
rate case proceeding with the Commission for any of its operations or affiliated
operations in North Carolina.

8. That Aqua shall make any necessary revisions to its reports and billing
system such that the number of customers by subdivision needed to calculate certain
allocation factors is readily available.

9. That Aqua shall make any necessary revisions to its reports and billing
system such that information required to file accurate annual reports with the
Commission, such as the number of customers by subdivision, is readily available.

10. That Aqua shall evaluate all of its North Carolina allocations, including the
allocation of charges from Aqua Services. Inc., for accuracy and reasonableness and
prepare a written allocation procedure for its North Carolina costs. This written
allocation procedure(s) shall be filed with the Commission on or before Tuesday,
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April 1, 2008. Further, the Applicant shall ensure that Its North Carolina personnel are
familiar with and understand such written allocation procedure(s).

11. That Aqua shall implement a procedure to evaluate the change in
customer counts in order to confirm that no material change in the factors has occurred,
and to ensure that if there is a significant change, it is reflected in the allocation factors
in a timely manner. The Applicant shall file a written copy of its procedure with the
Commission on or before Tuesday, April 29, 2008.

12. That Aqua shall make revisions to its systems such that summary
information of its allocations for North Carolina and Aqua Services, Inc. is readily
available. Such summary information shall clearly set forth the total costs to be
allocated by each factor, how each factor was calculated, and the amount allocated to
each North Carolina entity.

13. That Aqua shall revise its allocation methodology for Aqua Services, Inc.
charges and its North Carolina corporate costs such that the account detail for the
allocated costs is maintained, beginning in 2008.

14. That Aqua shall evaluate its treatment of common assets and how they
are allocated, and shall file a report with the Commission detailing Its proposed changes
to address this issue on or before Tuesday, April 29, 2008.

15. That Aqua shall revise its procedures such that corrections to the
allocation of common projects already closed to plant are made directly to the plant
accounts and not through construction work in progress accounts.

16. That Aqua shall begin booking and allocating costs in an appropriate and
consistent manner.

17. That Aqua shall keep system specific plant data, contributions in aid of
construction, and direct expense data, as stipulated. The Public Staff shall work with the
Applicant in determining which direct expenses should be kept on a system-specific
basis.

18. That Aqua shall put in place procedures and safeguards to prevent
construction work in progress for one accounting unit from being erroneously coded to
the construction work in progress for another accounting unit.

19. That Aqua shall review its construction work In progress accounting such
that construction work in progress shall only include projects that are truly in progress.
Further, the Applicant shall not include multiple projects with multiple completion dates
in one construction work in progress funding project. ^

20. That Aqua shall establish and maintain separate plant accounts or
subaccounts for each depreciation rate authorized by the Commission.
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21. That Aqua shall Implement a procedure to ensure that any changes to the
distribution of employee's time will be (1) discussed with the employee, (2) agreed to by
the employee, and (3) sufficiently documented such that an audit trail exists on why and
how the adjustment was made.

22. That Aqua shall establish a procedure to review the employee benefit
costs provided by the corporate office in detail to ensure accuracy.

23. That Aqua shall revisit its policy on collecting customer deposits. Further,
the Company shall review its policy on how it handles past due accounts.

24. That Aqua shall conduct routine (at least annual) analyses of the terms of
its debt issues for opportunities to reduce its embedded cost of debt rate through debt
refunding, refinancing, or any other reasonable means that may be economically feasible
and shall take action to achieve such opportunities. Further, Aqua shall file an annual
report with the Commission regarding such activities, with the first report due on or
before January 30, 2009 and each subsequent report shall be due on the last business
day of January for each year thereafter until further order of the Commission.

25. That Aqua shall provide written notification of the completion or status of
the merger to the Commission on or before Friday, February 29, 2008.

ISSUED BY ORDER OF THE COMMISSION.

This the 29"^ day of January. 2008.
NORTH CAROLINA UTILITIES COMMISSION

c^oil L-rf\d)ur(vi-
Qail L. Mount, Deputy Clerk

ftl012908.01

14



SCHEDULE OF RATES

for

AQUA NORTH CAROLINA. INC.

for providing water utility service in

ITS BROOKWOOD AND LAGRANGE SERVICE AREAS^

in Cumberland and Moke Counties, North Carolina

Month Iv Metered Water Rates:

Base charge, zero usage
(based on meter size)

<1" meter

1" meter

VA" meter

2" meter

3" meter

4" meter

6" meter

Commodity charge, per 1,000 gallons

Monthlv Flat Water Rate:

$  9.62

24.05

48.10

76.96

144.30

240.50

481.00

$  2.15

$ 24.45

APPENDIX A

PAGE 1 of 2

(Note: Meters may be installed and the applicable metered rate charged.)

Tap Fee:

< 1" meter

1" meter or larger
$450.00

120% of actual cost of making tap,
including setting meter and meter box

(Note: In some areas, connection charges may not apply pursuant to contract
properly filed with the Commission.)

^On June 29, 2007, in Docket Nos. W-177, Sub 53 and W>200, Sub 46, the Commissicn issued an Order
approving the merger of Brookwood Water Corporation and LaGrange Waterworks Corporation Into
Aqua North Carolina, Inc., a wholly-owned subsidiary of Aqua America, Inc.
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APPENDIX A

PAGE 2 of 2

Meter Installation Fee: $70.00

(Note: The fee will be charged only where cost of meter installation is not
otherwise recovered through connection charges.)

Reconnection Charges:

If water service Is cut off by utility for good cause
If water service is discontinued at customer's request

$15.00

$ 7.50

New Customer Account Fee:

Returned Check Charge:

Bills Due:

Bills Past Due:

Billing Frequency:

Finance Charoe for late Payment:

$15.00

$20.00

On billing date

15 days after billing date

Shall be monthly for service in arrears

1% per month will be applied to the
unpaid balance of all bills still past due
25 days after the billing date

Issued in Accordance with Authority Granted by the North Carolina Utilities Commission
in Docket No. W-218, Sub 251, on this the 29^dav of January . 2008.



APPENDIX B

PAGE 1 of 2

STATE OF NORTH CAROLINA

UTILITIES COMMISSION

RALEIGH

DOCKET NO. W-218, SUB 251

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
Increase Rates for Water Utility Service in All of Its
Service Areas in Cumberland and Hoke Counties, North
Carolina

NOTICE TO

CUSTOMERS

NOTICE IS HEREBY GIVEN that the North Carolina Utilities Commission has

issued an Order authorizing Aqua North Carolina, Inc. to charge increased rates for
water utility service in all of its Brookwood and LaGrange service areas^ in the North
Carolina counties of Cumberland and Hoke. The new approved rates are as follows:

Monthlv Metered Water Rates:

Base charge, zero usage
(based on meter size)

<1" meter $ 9.62

1" meter 24.05

IVi" meter 48.10

2" meter 76.96

3" meter 144.30

4" meter 240.50

6" meter 481,00

Commodity charge, per 1,000 gallons $ 2.15

Monthlv Flat Water Rate: $ 24.45

(Note: Meters may be installed and the applicable metered rate changed.)

'On June 29, 2007, In Docket Nos. W-177, Sub 53 and W-200. Sub 48, the Commission issued an Order
approving the merger of Brookwood Water Corporation and LaGrange Watenvorks Corporation into
Aqua North Carolina, Inc., a v^olly-owned subsidiary of Aqua America. Inc.
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PAGE 2 of 2

Tap Fee:

<1" meter

1" meter or larger

$450.00

120% of actual cost of making tap,
including setting meter and meter box

(Note: In some areas, connection charges may not apply pursuant to contract
property filed with the Commission.)

Meter Installation Fee: $70.00

(Note: The fee will be charged only where cost of meter installation is not
otherwise recovered through connection charges.)

Reconnection Charges:

If water service is cut off by utility for good cause
If water service is discontinued at customer's request

$ 15.00

$ 7.50

New Customer Account Fee:

Returned Check Charge:

Bills Due:

Bills Past Due:

Billing Frequency:

Finance Charge for Late Payment:

$15.00

$20.00

On billing date

15 days after billing date

Shall be monthly for service in arrears

1% per month will be applied to the
unpaid balance of all bills still past due
25 days after the billing date

ISSUED BY ORDER OF THE COMMISSION.

This the 29'^ day of January . 2008.

NORTH CAROLINA UTILITIES COMMISSION

•I

Gail L. Mount, Deputy Clerk
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CERTIFICATE OF SERVICE

I, , mailed with sufficient

postage or hand delivered to all affected customers the attached Notice to Customers

issued by the North Carolina Utilities Commission in Docket No. W-218, Sub 251, and

the Notice was mailed or hand delivered by the date specified in the Order.

This the " day of , 2008.

By:
Signature

Name of Utility Company

The above named Applicant.

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 in Docket

No. W-218, Sub 251.

Witness my hand and notarial seal, this the day of

2008.

Notary Public

Address

(SEAL) My Commission Expires: ^
Date
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PIi2^CE: Dobbs Building, Raleigh, North Carolina

DATE: Tuesday7^og^^^."-6v--'-2007 " i

DOCKET NO.: W-218, Sub 251

TIME IN SESSION: 9:02 A.M. - 9:06 A.M.

BEFORE: Commissioner Lorinzo L. Joyner, Presidiiig
^  Commissioner William T. Culpepper, III

IN THE MATTER OF:

AQUA NORTH CAROLINA, INC.: APPLICATION FOR AUTHORITY TO
INCREASE RATES FOR WATER UTILITY SERVICE IN ALL OF ITS

SERVICE AREAS IN CUMBERIAND AND HOCE COUNTIES, NORTH

CAROLINA

1

APPEARANCES:

FOR AQUA NORTH CAROLINA:

JoAnne Sanford

Sanford Law Office, PLLC
P.O. Box 28085

Raleigh, North Carolina 27611-8085

FOR THE USING AND CONSIMING PUBLIC:

Public Staff - North Carolina Utilities Commission

4326 Mail Service Center

Raleigh, North Carolina 27699-4326

NORTH CAROLINA UTILITIES COMMISSION
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24

PLACE: Auditorium

1200 Murchison Road \ ]
Payetteville, North Carolina ;!

DATE: ̂ ^^s3ay7-Septenb'er''67~'200'7

DOCKET NO.: W-218, Sub 251

TIME IN SESSION: 7:09 P.M. - 8:58 P.M.

BEFORE: Commissioner Lorinzo L. Joynet/ Presiding
Commissioner William T, Culpepper, III

IN THE MATTER OF:

2-

AQUA NORTH CAROLINA, INC. : APPLICATION FOR MJTHORITY TO

INCREASE RATES FOR WATER UTILITY SERVICE IN ALL OF ITS

SERVICE AREAS IN CUMBERIAND AND HCKE COUNTIES, NORTH

CAROLINA

APPEARANCES:

FOR AQUA NORTH CAROLINA:

JoAnne Sanford

Sanford Law Office, PLLC
P.O. Box 28085

Raleigh, North Carolina 27611-8085

FOR THE USING AND CONSUMING PUBLIC:

TabuSV.. Hunter^

Public Staff - North Carolina Utilities Coirtmission

4326 Mail Service Center

Raleigh, North Carolina 27699-4326

NORTH CAROLINA UTILITIES COMMISSION
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STATE OF NORTH CAROLINA Cro^.ExaiTi-Exhibit—
UTILITIES GOWIIVIISSION

RALEIGH

DOCKET NQ.-W-2-18rSU£g74
DOCKET NO. W-224, SUB 15

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Application by /^ualNorth-Carolina/inc., Fairways
Utilities, inc., Glynnwood Water Systems, Inc.,
Mountain Point Utilities, Inc., Rayco Utilities, Inc.,
Willowbrook Utility Company, inc., Heater Utilities,
Inc., and Mobile Hill Estates, 202 MacKenan Court,
Cary, North Carolina 27511, for Authority to Increase
Rates

ORDER GRANTING PARTIAL

RATE INCREASE AND

REQUIRING CUSTOMER

NOTICE

HEARD IN: Chamber Conference Room (CH-14), Charlotte-Mecklenburg Government
Center, 600 East Fourth Street, Charlotte, North Carolina on Tuesday,
October 28, 2008, at 7:00 p.m.

Courtroom #4, Henderson County Courthouse, 200 North Grove Street,
Hendersonville, North Carolina on Wednesday, October 29, 2008, at
1:00 p.m.

Courtroom B, District Court Building, 111 Main Avenue NE, Hickory,
North Carolina on Thursday, October 30, 2008, at 7:00 p.m.

Village Hall, Assembly Room, 395 Magnolia Road, Pinehurst,
North Carolina on Friday, November 21, 2008, at 1:00 p.m.

Superior Courtroom, Judicial Building, Third Floor, 314 Princess Street,
Wilmington, North Carolina on Monday, November 24, 2008, at 7:00 p.m.

Commission Hearing Room 2115, Dobbs Building, 430 North Salisbury
Street, Raleigh, North Carolina on Monday, December 1, 2008, at
7:00 p.m.

Meeting Room, Holiday Inn Express, 1713 NC Highway 67, Jonesville,
North Carolina on Monday, December 8, 2008, at 7:00 p.m.

Boardroom, Greensboro Cultural Center, 200 North Davie Street,
Greensboro, North Carolina on Tuesday, December 9, 2008, at 7:00 p.m.
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y' ■ Commission Hearing Room 2115, Dobbs Building, 430 North Salisbury
/  Street, Raleigh, North Carolina on Tuesday, February 3, 2009, at
^  9:00 a.m.

BEFORE: Commissioner William T. Culpepper, III, Presiding; Chairman Edward S.
FInley, Jr.; and Commissioner Lorinzo L. Joyner

I  APPEARANCES:

For Aqua North Carolina, Inc.:

Jo Anne Sanford, Sanford Law Office, PLLC, Post Office Box 28085,
Raleigh, North Carolina 27611-8085

C. BIythe Clifford, Clifford Law Firm, PLLC, Post Office Box 37458,
Raleigh, North Carolina 27627"

feorJheJJsinq andlDonsurnlnp^^PuSP^
£lizabeffij5]Denhing-{form8rly-Elizabeth.Denning-Szafran)rStaff Attorney,
Public Staff - North Carolina Utilities Commission, 4326 Mail Service
Center, Raleigh, North Carolina 27699-4326

Margaret A. Force, Assistant Attorney General, North Carolina
Department of Justice, Post Office Box 629, Raleigh, North Carolina
27602-0629

BY THE COMMISSION: On December 7, 2006, Aqua North Carolina, inc.
(Aqua^), Fairways Utilities, inc., d/b/a Aqua North Carolina (Fairways), Glynnwood
Water Systems, Inc., d/b/a Aqua North Carolina (Glynnwood), Mountain Point Utilities,
Inc., d/b/a Aqua North Carolina (Mountain Point), Rayco Utilities, Inc., d/b/a Aqua North
Carolina (Rayco), and Willowbrook Utility Company, inc., d/b/a Aqua North Carolina
(Willowbrook), filed a joint letter of intent notilying the Commission of their Intent to file
general rate case applications as required by Commission Rule R1-17(a).^ On

^  In this Order, the referencing of Aqua North Carolina, Inc. as Aqua, Is being used to denote the
premerger entity; that is, the entity that operated in North Carolina under the name Aqua North Carolina,
Inc. prior to the December 5, 2008 Order Approving Merger.

^ Such joint notice was filed in Docket Nos. W-218, Sub 274; W-787, Sub 38; W-1032, Sub 11;
W-989, Sub 11; W-899. Sub 39; and W-981, Sub 13. On Decembers, 2008, the Commission issued an
Order Approving Merger of Fairways, Glynnwood, Mountain Point, Rayco, Willowbrook, and Heater
Utilities, Inc. (Heater) into Aqua NC in Docket Nos. W-218, Sub 273; W-787, Sub 38; W-1032, Sub 11;
W-989, Sub 11; W-899, Sub 39; W-981, Sub 13; and W-274, Sub 687. Consequently, subsequent filings
related to such rate case applications have been accumulated In Docket No. W-218, Sub 274.
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PLACE: Dobbs-Bui-ldingT'RSrei'ghT'North Carolina
!

DATE: [Tu^"^ir^Febi:uary^3T"2W9"~^ ^

DOCKET.no.: W-218, Sub 274; W-224, Sub 15

XIM^IN-SESSIONj-— 17

BEFORE: CommiBsioner William T. Culpepper, III•Presiding
Chairman Edward S. Finley-/ Jr.
Commissioner lorinzo h. Joyner

IN THE MATTER OF;

Applications by Aqua North Carolina, Inc., Rayco
Utilities., Fairway Utilities, Inc., Glynnwood Water

Systems, Inc., Mountain Point Utilities, Inc., Willowbrook
Utility Company, Inc., Heater utilities Inc., and Mobile

Hill Estates for Authority to Increase Rates. ■

APPEARANCES;

AQUA NORTH CAROLINA, INC.

Jo Anne Sanford

P.O. Box 28085

Raleigh, North Carolina 27611

Blythe Clifford
Clifford Law Firm, PLLC
P.O. Box 37458

Raleigh, North Carolina 27627

USING~AND^i

Eri'g'abeth Denning gzafrari 7
4326 Mail Service Center

Raleigh, North Caroline 27699-4326

Margaret A. Force
N.C. Department of Justice
P.O. Box 62 9

Raleigh, North Carolina 27602
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COMMISSIONER CULPEPPER: Good morning. Let's

come to order please and go on the record.' I am

Commissioner Bill Culpepper of the North Carolina

Utilities CoTtmission and with me is Commission Chairman

Edward S. Finley, Jr. and Commissioner Lorinzo L. Joyner.

The Commission now calls for hearing at this

time Docket Nbs. W-218, Sub 274 and W-224, Sub 15 - In the

Matter of Applications by Aqua NOrth Carolina, Inc.; Rayco

Utilities, Inc; Fairview(Bic) Utilities, Inc; Glynnwood

Water Systems, Inc; Mountain Point Utilities, Inc;

Willowbrook Utility Conpany, Inc; Heater Utilities, Inc;

and Mobile Hill Estates for Authority to Increase Rates.

On February 29, 2008, pursuant to Commission

Rule Rl-17(a), the utilities gave advance notice of their

intentions to file general rate cases.

On July 18, 2008, the utilities jointly filed

their Applications For Authority To Increase Rates, In

support of their requests, the Joint Applicants state that

during the test year ended December 31, 2007, they

experienced an overall rate of return of 7.45% for water

and a '.49% for sewer and that, after ratemaking

adjustments, their overall rate of return is 2.60% for

water and -2.08% for sewer. According to the Applicants,
I

the revised consolidated tariffs filed with the
r

NORTH CAROLINA UTILITIES COMMISSION
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PLACE; ^Dobbs^Bu-i-ld-i-nq7--Ral-elqh7~-Nc>rt]h.~earoli-na 5
DATE: lliesj3av, Februarv~"3-r-"2009j

DOCKET NO:': W-2ia, Sub 274 and W-224, Sub 15

TIME IN SESSION: 11;07_A.M.' ^2-;-3-9-PrMT 1

BEFORE: Commissioner William T. Culpepper, Presiding
Chairman Edward S. Finley, Jr.
Commissioner Lorinzo L. Joyner

IN THE MATTER OF:

Volume II

Aqua North Carolina, Inc., and Mobile Hill Estates
Application for Authority to Increase Rates

APPEARANCES;

FOR AQUA NORTH CAROLINA, INC.:

Jo Anne Sanford

Sanford Law Office, PLLC
P.O. Box 28085

Raleigh, North Carolina 27611

C. Blythe Clifford
Clifford Law Firm, PLLC

P.O. Box 27458

Raleigh, North Carolina 27627

FOR THE USING AND CONSUMING PUBLIC:

srizabeth~Derm'i^g~Sza'f?ah7~"Staff--Attorney—^ j

fcbric~"Staf'f - North Carorihra~UtiTiti'e's~Cbmmis"slon
4326 Mail Service Center

Raleigh, North Carolina 27699-4325

Margaret A. Force, Assistant Attorney General
North Carolina Department of Justice
P.O. Box 529

Raleigh, North Carolina 27602
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PIiAC^: . Holiday Inn Express,Cjonesvdller^SJorth-Gaiol-ina
DAT-E;—Monday,—Deceniber-8T~-'2 0 0 8-

1-
DOCKET NCI. : W-218.,^S.ub_27.4; W-224, Sub 15

TIMEJ:N_SESSI0N.: 7-i.Q.0_p.^m—=_8-:,15-p...ra. -zzJ

BEFORE: Commissioner William T. Culpeppper, III Presiding
Chairman Edward S. Finley, Jr.-

IN THE MATTER OF;

Applications by Aqua North Carolina, Inc., Rayco
Utilities., Fairway Utilities, Inc., Glynnwood Water

Systems, Inc., Mountain. Point Utilities, Inc., Willowbrook
Utility Company, Inc., Heater Utilities Inc., and Mobile

Hill Estates for Authority to Increase Rates.

A P P E A R A N C E S:

AQUA NORTH CftROLINA, INC.

Blythe Clifford
Clifford Law Firm, PLLC
P.O. Box 37458

Raleigh, North Carolina 27627

USING AND CONSUMING PUBLIC

Ant ione tte-Wike'
4326 Mail Service Center

Raleigh, North Caroline 27699-4326
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COMMISSIONER CULPEPPER: Good evening. Let's

come to order please and go on the record. I am

Commissioner Bill Culpepper of the North Carolina

Utilities Coirmission and with me is Commission Chairman

Edward S. Finley, Jr. The Commission now calls for

hearing at this time for the puipose of taking non-expert

public witness testimoiy Docket Nos. W-218, Sub 274 and

W-224, Sub 15 - In the Matter of Applications by Aqua

North Carolina, Inc., Rayco utilities, Inc., Fairway

Utilities, Inc., Glynnvood Water Systems, Inc., Mountain

Point Utilities, Inc., Willowbrook Utility Company, Inc.,

Heater utilities, Inc. and Mobile Hill Estates for

Authority to Increase Rates.

On February 29, 2008, pursuant to Commission

Rule Rl-17(a), the utilities gave advance notice of their

intentions to file general rate cases.

On July 18, 2008 the utilities jointly filed

their Applications For Authority To Increase Rates. In

support pf their requests, the Joint Applicants state that

during the test year ended December, 2007 they experienced

an overall rate of return of 7.45% for water and a -.49%

for sewer and that, after rateraaking adjustments, their

overall rate of return is 2.60% for water and -2.08% for

sewer. According to the Applicants, the revised

NORTH CAROLINA UTILITIES COMMISSION
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PLACE: i2ulfeura-l'-ArtT^Gre"enlsb''d£o, North Carolina

DATE: Erueaday7^December-97~2 0 OB'

DOCKET NO.': CS3lS^Sub-2-74y W-224, Sub 15

(ri.HOlLS^Sl6N4-ZzrOjO''^TmT--^^

BEFORE: Commissioner William T. Culpeppper, III Presiding
Chairman Edward S. Finley, Jr.

IN THE MATTER CP:

Applications by Aqua North Carolina, Inc., Rayco
Utilities., Fairway Utilities, Inc., Glynnwood Water

Systems, Inc., Mountain Point Utilities, Inc., Willowbrook
Utility Company, Inc., Heater Utilities Inc., and Mobile

Hill Estates for Authority to Increase Rates.

APPEARANCES:

AQUA NORTH CAROLINA, INC.

Blythe Clifford
Clifford Law Firm, PLLC

P.O. Box 37458

Raleigh, North Carolina 27627

USING AND CONSUMING PUBLIC

g^^nette-Wike.
4326 Mail Service Center

Raleigh, North Caroline 27699-4326
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COMMISSIONER CULPEPPER; Good evening. Let's
I  I

come to order, please, and go on the record. I am
I

Commissioner Bill Culpepper of the North Carolina

Utilities Commission and with me is Commission Chairman

Edward S. Pinley, Jr.

The Commission now calls for hearing at this

time for the purpose of taking non-expert public witness

testimony Docket Nos. W-218, Sub 274 and W-224, Sub 15 -

In the Matter of Applications by Aqua North Carolina, Inc;

Rayco Utilities, Inc; fairway Utilities, Inc; Glynnwood

Water Systems, Inc; Mountain Point Utilities, Inc;

Willowbrook Utility Company, Inc; heater Utilities, Inc;

and Mobile Hill Estates for Authority to Increase Rates.

On February 29, 2008, pursuant to Commission

Rule Rl-17(a), the utilities gave advance notice of their

intentions to file general rate cases.

On July 18, 2008, the utilities jointly filed

their Applications For Authority To Increase Rates. In

support of their requests, the Joint Applicants state that

during the test year ended December, 2007, they

experienced an overall rate of return of 7.45 percent for

water and a -.49 percent for sewer and that, after

ratemaking adjustments, their overall rate of return is

2.60 percent for water and -2.08 percent for sewer.

NORTH CAROLINA UTILITIES COMMISSION
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PLACE; Dobbs Building, ̂ lefgh. North^Carolina

DATE: Monday, DgceTr^er_l.,^20.08^-^ i ,

DOCKET NO. : Cw^ 18.,-^ub-2-74^and W-224, Siib 15
^ ZTD

TIME IN SESSION: 7 LaO-J-M'.——i-0:"27'-PrM.

BEFORE: Conunissioner William T. Culpepper, III, Presiding
Chairman Edward S. Finley, Jr,

IN THE MATTER OF;

Aqua-North Carolina, Inc., and Mobile Hill Estates
Application for Authority to Increase Rates

APPEARANCES:

FOR AQUA NORTH CAROLINA:

Jo Anne Sanford

Sanford Law Office, PLIC
P.O. Box 28085

Raleigh, North Carolina 27611

C. Blythe Clifford
Clifford Law Firm, PLLC

P.O. Box 27458

Raleigh, North Carolina 27612

FOR THE USING AND CONSUMING PUBLIC:

———1
James' D^. Little, —
Eirzabgt-h DennihqiS.zafran_77
Pubiic Staff - North Carolina Utilities Commission
4326 Mail Service Center
Raleigh, North Carolina 27699-4326

Margaret Force

North Carolina Department of Justice
P.O. Box 629

Raleigh, North Carolina 27602-0629
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PLACE: Judicial Building; Wilmington,! North Carolina

DATE: r^n^aV;Jjby5^er^24-,--2 0 6

DOCKET NOSub-274^rid W-224, Siib 15

TIME IN SESSION:

BEFORE: Comraissioner William T. Culpepper, III, Presiding
Chairman Edward S. Finley, Jr.
Commissioner lorinzo L. Joyner

IN THE MATTER OF

Applications by Aqua North Carolina, Inc., Rayco
Utilities., Fairway Utilities, Inc., Glynnwood Water

Systemsr Inc., Mountain Point Utilities, Inc., Willowbroolc
Utility Company, Inc., Heater Utilities Inc., and Mobile

Hill Estates for Authority to Increase Rates.

A P P E A R A N C E S:

AQUA NORTH CAROLINA, INC.

Jo Anne Sanford-

"Sanford Law Firm .

P.O. Box 2B0B5

Raleigh, North Carolina 27611-8085

USING AND CONSUMING PUBLIC

lEriza35gth"^DemingI^a£^^^^ J
4326 Mail Service Center
Raleigh, North Carolina 27699-4326
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COMMISSIONER CULPEPPER: Good evening. Let's

come to order please and go on the record., I am

Commissioner Bill Culpepper of the North Carolina

Utilities Commission and with me is Commission Chairman

Edward P. Finley, Jr. and Commissioner Lorinzo L. Joyner.

The Commission now calls for hearing at this time for the

purpose of taking public witness testimony Docket Nos.

W-218, Sub 274 and.W-224, Sub 15 - In the Matter of

Applications by Aqua North Carolina, Inc., Rayco

Utilities, Inc., Fairway Utilities, Inc., Glynnwood Water

Systems, Inc., Mountain Point Utilities, Inc./ Willowbrook

Utility Company, Inc., Heater Utilities, Inc. and Mobile .

Hill Estates for Authority to Increase Rates.

On February 29, 2008, pursuant to Commission

Rule Rl-17(a), the utilities gave advance notice of their

intentions to file general rate cases.

On July 18, 2008 the utilities jointly filed

their Applications For Authority To Increase Rates. In

support of their requests, the Joint Applicants state that

during the test year ended December, 2007 they experienced

an overall rate of return of 7.45% for water and a - .49%

for sewer and that, after rateraaking adjustments, their

overall rate of return is 2.60% for water and -2.08% for

sewer. According to the Applicants, the revised

NORTH CAROLINA UTILITIES COMMISSION
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IN THE MATTER OF

Applications by Aqua North Carolina, Inc., Rayco
Utilities., Fairway Utilities, Inc., Glynnwood Water

Systems, Inc., Mountain Point Utilities, Inc., Willowbrook
Utility Company, Inc., Heater Utilities Inc., and Mobile

Hill Estates for Authority to Increase Rates.

OFf^lAL COPY
PLACE: Village Hall Assembly Room, Pj^^^rsE^^rth

I

Carolina

DATE: i^i day:, jOTeinbeii-2T^^ 0 o 8^ ■

DOCKET NO.: , .Sub_2.7-4jand W-224, Sub 15

TIME IN SESSION:

BEFORE: Commissioner William T. Culpepper, III, Presiding
Commissioner Lorinzo L. Joyner

A P P E A R A N C B S:

AQUA NORTH CAROLINA, INC.

C. Blythe Clifford
Clifford Law Firm, PLLC

P.O. Box 37458

Raleigh, North Carolina 27627

USING AND CONSUMING PUBLIC

{James ,D7~l7itn:11"

4326 Mail Service Center

Raleigh, North Carolina 27699-4326
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COMMISSIONER CULPEPPER: Good afternoon. Let's

come to order please and go on the record. I am

Commissioner Bill Culpepper of the North Carolina

Utilities CoTimission and with me is Commissioner lorinzo

L. Joyner,. Ihe Commission now calls for hearing at this

time for the purpose of taking public witness testimony

Docket Nob. W-218, Sub 274 and W-224, Sub 15 - In the

Matter of Applications by Aqua North Carolina, Inc., Rayco

Utilities, Inc., Fairway Utilities, Inc., Glynnwood Water

Systems, Inc., Mountain Point Utilities, Inc., Willowbrook

Utility Company, Inc.; Heater Utilities, Inc. and Mobile

Hill Estates for Authority to Increase Rates.

On February 29, 2008, pursuant to Commission

Rule Rl-17(a), the utilities gave advance notice of their

intentions to file general rate cases.

On July 18, 2008 the utilities jointly filed

their Applications For Authority To Increase Rates. In

support of their requests, the Joint Applicants state that

during the test year ended December, 2007 they experienced

an overall rate of return of 7.45% for water and a -.49%

for sewer and that, after ratemaking adjiistments, their

overall rate of return is 2.60% for water and -2.08% for

sewer. According to the Applicants, the revised

consolidated tariffs filed with the Applications are

NORTH CAROKENA UTILITIES COMMISSION
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PLACE; Dis.tr-ict-eourtri Building, courtroom B

Hd-ckoryT—NC '

DATE: fQctOb'eF~3X)7~jWBll3

DOCKET NO.: ^-2X8T~Su&~27T^nd W-224, Sub 15

TIME IN SESSION: 7:00 P.M. TO 9:11 P.M.

BEFORE: Chairman Edward S. Finley, Jr., Presiding
Commissioner Lorinzo L. Joyner

IN THE MATTER OF:

Application for Authority to
Increase Rates

VOLUME 1

APPEARANCES

FOR AQUA NORTH CAROLINA, INC.:

Jo Anne Sanford
Sanford Law Office, PLLC
Post Office Box 28085
Raleigh, NC 27611

C. Blythe Clifford
Clifford Law Firm, PLLC
Post Office Box 37458
Raleigh, NC 27627

FOR THE USING AND CONSUMING PUBLIC:

JamesroTZiri^ 1 e
Staff Attorney
Public Staff - NC Utilities Commission
4326 Mail Service Center
Raleigh, North Carolina 27699-4326
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PIiACE: j^a&ersoh^Cbunty-Cbur-thouse-^
Hendersonville, NC

DATE: ^08—^

DOCKET NO.: 18.,„Su£37^3nd W-224, Sub 15
TIME IN SESSION: 1:01 P.M. TO 1:38 P.M.

BEFORE: Commissioner William T. Culpepper, III
Chairman Edward S. Finley, Jr.

IN THE MATTER OF:

Application for Authority to
Increase Rates

VOLUME 1

APPEARANCES :

FOR AQUA NORTH CAROLINA, INC.;

Jo Anne Sanford
Sanford Law Office, PLLC
Post Office Box 28085
Raleigh, NC 27611

C. Blythe Clifford
Clifford Law Firm, PLLC
Post Office Box 37458
Raleigh, NC 27627

FOR THE USING AND CONSUMING PUBLIC:

pameg_D_._Little^^
Staff Attorney
Public Staff - NC Utilities Commission
4326 Mail Service Center
Raleigh, North Carolina 27699-4326

NORTH CAROLINA UTILITIES COMMISSION
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WITNESS

M. B. CORAM

JERRY LINN

JOSEPH PERRONE

EXAMINATION

DIRECT (LITTLE)

CONTINUED direct (LITTLE)

DIRECT (LITTLE)

CONTINUED DIRECT (LITTLE)

CROSS (SANFORD)

direct (LITTLE)

CONTINUED DIRECT (LITTLE)
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PAGE NO.

16

18

20

24

27

31

32

E X H I B ITS

EXHIBIT

(NO EXHIBITS MARKED)

PAGE NO.
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dhariotfeer^Ncf

^bobei^S 8r^20 0 8-

DOCKET NO.: ^F?j::87~5ub'~^747 and W-224, Sub 15

TIME IN SESSION: GL0A_£--5r-^TO_9.:3:i-P--.-M-.—

BEFORE; Commissioner William T. Culpepper, III
Chairman Edward S. Finley, Jr.
Commissioner Lorinzo L. Joyner

IN THE MATTER OF:

Application for Authority to
Increase Rates

VOLUME 1

APPEARANCES :

FOR AQUA NORTH CAROLINA, INC.:

Jo Anne Sanford
Sanford Law Office, PLLC
Post Office Box 28085
Raleigh, NC 27611

C. Blythe Clifford
Clifford Law Firm, PLLC
Post Office Box 37458
Raleigh, NC 27627

for the USING AND CONSUMING PUBLIC

/cTameS'
Staff^Aftorney
Public Staff - NC Utilities Commission
4326 Mail Service Center
Raleigh, North Carolina 27699-4326

NORTH CAROLINA UTILITIES COMMISSION
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Central Johnston County Regional Wastewater Treatment Facilities Improvements
Completed 2002 - Present

watH^Mlesj}riprovemfi®3® G Dp"
^QmpteteTj1h'2Qg4^"^ .r'~ ~t!l?

2. BioSolids Facilities - New facility construction for biosolids processing at the Johnston County
Landfill; Completed in 2004

3. WWTP SCADA improvements including data highway additions an aeration basin D.O. controls;
Completed in 2005

4. BioSoiids Mechanical Screen installation and Receiving Station; Completed in 2007.

5. WWTP Demolition - Removal of three sludge drying beds, belt press building, cascade aerator,
sludge belt press, sludge conveyor and associated piping and appurtenances; Completed in 2007

Wasl^wa^FaGllltiesTmprbv'^'^fs^WWJPTkpaitsiiafrfrom
£comp!e.ted;in-2009-^

7. BioSolids Facilities Expansion - Expanded biosolids facilities at the landfill site to treat sludge from
expanded vinA/tp; Completed in 2009

8. Operators Building Equipment and Piping Demolition - Demolition of equipment and out of service
piping; Completed 2010

9. Miscellaneous Painting - Protective coating system for blower buildings, DAF building, ciarlflers 1 &
"2, digester building, fuel tanks and other surfaces; Completed In 2010

10. Asphalt Resurfacing of WWTP Site - Completed In 2010
11. BioSolids Maintenance Building - Maintenance/Storage building construction; Completed 2010
12. WWTP Laboratory Repairs - Repairs to foundation, ceiling, walls, light fixtures, and HVAC;

Completed In 2011

13. WWTP Maintenance Building ~ New maintenance building (approx. 2,016 sq ft). Including all
foundation excavation and grading, concrete drive, electrical work and fine grading/seeding.
Completed 2011

14. WWTP Energy Efficiency Project-Miscellaneous improvements to include lighting replacement,
minor piping and valve Improvements and electrical and Instrumentation improvements to improve
energy efficiency; Completed In 2011

15. BioSolids Facility Recycle Force Main Extension; Completed in 2012
16. WWTP process pH monitoring and chemical system upgrades for alkinllity control, phosphorous

removal, and methanol feed; Completed In 2015

(



Grantmyre, William

n:

Sent:

To:

Cc:

Subject:

Attachments:

cJjandra-Parmer <chandra.farmer@johnstonnc.com>
Wednesday, September 12, 2018 6:10 PM

Grantmyre, William
Junis, Charles M; Darden, Lindsay Q; Tim Broome ' ;
[External] RE: Johnston County Wastewater Treatment Plant Upgrades and Expansions
WWTP Improvements Since 2002.09.05.1 B.docx

CAUTION: External email. Do not click links or open attachments unless verified, Send ajl suspicious email as an attachment to

[•Mr.-GTaritrr^re,

I^T respohse-td yoLHr request/fleaie^Tlnd-attached-a-summary-iof-the-JohnstQn-Gdunty W^TPjpxpje,ctsjfr;om:20Q2 to
date.:*RLea^lef:me:kndwdf:ybu;hay^any.questigns;(y^need:additi

Thanks,

Chandra

Shandra-Gox-Farmer, PE
dS^
Jshnston.County-Departrrient-pf-Public Utilities

180x2263

Market St.

Smithfield, NC 27577

(919) 209-8333
(919) 934-7174 (fax)

From: Grantmyre, William [mailto:wllliam.grantmvre@psncuc.nc.gov]
Sent: Wednesday, September 5, 2018 4:38 PM
To: chandra.farmer@johnstonnc.com

Cc: Junis, Charles M <Charles.Junis@psncuc.nc.gov>; Darden, Lindsay Q <Lindsay.Darden@psncuc.nc.gov>
Subject: Johnston County Wastewater Treatment Plant Upgrades and Expansions

Chandra

Could you or Tim Broome provide a brief summary of the major upgrades, renovations and expansions to the Johnston
County WastewaterTreatment Plant from 2002 to date.

It does not need to be detailed or comprehensive, as the Public Staff would simply like an outline of the approximate
yearand brief description on the upgrades, renovations and/or expansions.

It is not necessary to provide cost data.

^ there is a history from an engineering study, that would be great.

Thanks

Bill Grantmyre



staff Attorney- Public Staff
919-733-0977

Email correspondence to and from this address may be subject to the North Carolina Public Records Law and may be disclosed to third parties by an authorized
state official.
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North Carolina

Public Staff

Utilities Commission

June 19, 2018

Aqua North Carolina, Inc.
Attention: Shannon Becker

202 MacKenan Court

Cary, NC 27511

Dear Mr. Becker:

Re: Johnston County Wastewater Capacity

I am writing in response to Aqua's inquiry regarding the Public Staff's position on

whether Aqua should purchase wastewater capacity from Johnston County (County) and,

if so, how much and when. Aqua brought this issue to the Public Staffs attention during

a meeting on April 20, 2018, and it and the related issues of the Flowers Plantation

Development and Aqua's infrastructure and options to expand its wastewater treatment

capacity were further discussed-atsubsequent meetings on May 23 and June 14, 2018.

It is the Public Staffs opinion that It would be prudent for Aqua to purchase from

the' County wastewater treatment and transmission capacity in the same quantity

(rounded up to the nearest 25,000 gpd increment) for which Aqua has received

contribution in aid of construction (CIAC) payments from developers. In addition, it is the

Public Staffs opinion that it would be prudent for Aqua to attempt to re-negotiate its

contract with developer Rebecca Flowers (Developer) such that Aqua will purchase

additional capacity from the County at the rate of $8.48 per gpd, and the Developer and

any secondary developer will pay Aqua CIAC at the same rate, along with carrying costs

Executive Director Communications Economic Research Legal i TransponatiOD
(919)733-2435 (919)733-2810 (919)733-2902 (919)733-6110 (919)733-7766

Accounting Consumer Services Electric Natural Gas ' Water
(919)733-4279 (919)733-9277 (919)733-4326 (919)733-2267 , (919)733-5610

4326 Mall Service Center > Raleigh, North Carolina 27698-4300 • Fax (919) 733-9565
An Equal Opportunity / Affirmative Action Employer ;

4^



incurred on amounts expended for Aqua's purchase of capacity prior to receipt of
payment from the Developer. Aqua shouid negotiate with the Developer to recover its
carrying costs for the capacity it purchases now to serve future customers. Such an

arrangement would likely be less costly to developers than what they would pay under
the current agreertient between Aqua and the Developer. That agreement provides that
the Developer and secondary developers pay Aqua the "County's then current bulk

wastewater capacity fee," and it is the Public Staffs opinion that the County's capacity
fee will likely materially increase over time.

Sincerely,

Charles M. Junis, RE
Engineer
Public Staff - North Carolina Utilities Commission
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Approved by: ̂ Dale prepared:.-7/2SI^s
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••7^-v 1-7^1 o -) CLOSING MEMO

To: Tammy B., Judy Q.; Lori M., Michael M., Mark E., Lynn P., Colton J.,

Lorries., Dennis M., RogerTupps

CC: Tom R., Ruffin P., Moses T.-

From: Peggy D. | ^^-3^
Date June 3, 2015

Subject: South Quarter, Phase 1 Subdivision POD 6B

Service: Water & Wastewater Service

No of Lots ID connections with this Closing

Served by Assets Lots 1-8; 27; 2S

Installed: _

CbStTleftifiEation Wafer;"f42;2"4'4; -SewerrS9D;2I6:4B V - - y-^r-Tfr tb"^  ̂
Purchase Price: $400 paid quarterly as connections are made to the system. Payable to

J & J Flowers Finch, Inc.

^  ID

nn nprpmhpr S 201 S I R I Flnwprq Finrhj Inr. (Devploppr) satjsfipri thp rpquirpmpnt of

closing and transferred the water and.wastewater Assets serving 10 residential connections in
South Quarter, Phase 1 Subdivision to Aqua for ownership, operation, maintenance and repair
South Quarter is a portion of the Flowers Plantation Master System located in Johnston
County. Future construction is required to reach full build of approximately 28 residential

connections.

Pursuant to.the signed Agreement dated March 29, 2013, Developer, at Developer's
cost, was required to install a Water Utility System and a Collection System, including

interconnection to Aqua's existing Flowers Plantation Master System, to serve approximately

28 residential connections. Aqua, as its investment, agreed to issue a $4D0/SFRE purchase
price payment to Developer, paid quarterly as connections are made to the water system.

DEH Issued permit approval of the water system in S/N 15-00138 on April 23, 2015
which included the installation and construction of approximately 1,950 of 6" main and

appurtenances to serve 28 lots.



Docket W-218 Sub 497

j
i'

DWQ issued permit approval of the collection system In permit number WCi0037629 on -
March 3, 2015 which Included the installation and construction of approximately 1,570 If of 8"
gravity sewer and appurtenances to serve 28 three-bedroom homes with a discharge of 6,720
gpd of domestic wastewater.

Additional Information for this project can be found in the following electronic file
H:\Sv5tems\Central Regional SvstemsVCarv Regional Office SvstemsVSouth OiJarter-

Flowers

1

Please update all records accordingly.
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Written Certification of Costs Form - Water

Date; May 15. 2Q15

Aqua North Carolina, Inc.
202 MacKenan Court, Cary, NC 27511

Follov.?ing is the information you requested for the Water Utility System serving. South Quarter. Phase
One - PARTIAL Subdivision. A/K/A Flowers POD SB. This cost certification is for the distribution system
serving Lot Nos. 1-8. and 27-28. A total of 10 Lots.

QTY UOM Description Total invoiced

Costs

1 LS Engineering 1 $2,500.00
970 LF Mains (Size 5" } $33,744.00
10 EA Services $6,000.00

TOTALS $42,244.00

1 certify the above represents the actual cost for installation of the Water Utility System serving the
Subdiviaon..

"Sighatu
I  J. Michael 5

-Pri
S

-Pri
tocks

ntedName

SEAL
19343 :

Flowers Plantation Service Area
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Written Certification of Costs Form

Wastewater

Date: Mav 15. 2015

Aqua North Carolina, Inc.
202 MacKenan Court, Gary, NC 27511

Following is the information you requested for the Collection System serving South Quarter, Phase One-
PARTIAL Subdivision A/K/A_Flowers POD 6B. This cost certificatlpn Is for the collection system serving Lot
Nos. 1-8, and 27-29. A total of 10 Lots. '

qty" UOM DESCRIPTIDN Total Invoiced Cost

1 LS Engineering $2,500.00

1449 LF Sewer Mains- 8 " $61,491.48

7 EA Manholes $18,725.00

10 EA Sewer Services $7,500.00

TOTALS $90,216.48

I certify the above represents the actual cost for installation of the Collection

G/

System serving the Subdivis^io|^.^^^^

Signature

J. Michael Stocks

Printed Name

: " StAL ^ :—i
I  19843 / Y/6

Flowers Plantation Service Area
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I
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imwi

Prepared by: T. Bernard

Approved by: C Pale prepared:. 3/'
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7

CLOSING MEMO

Td:

CC:

From:

Date

Subject:

Service:

No of Lots

Tamrny B., Judy Q., Lori M., Michael M., Mark E., Lynn P., Lorrie S.,
Dennis M., Roger Tupps

Shannon B., Ruffin P., Moses T.

Peggy D.

December 21, 2016

Trillium, Phase 3 Subdivision

n
f

Water & Wastewater Service

3€r connections with this Closing

Served by Assets Lots 41, 42, 53, 72-76; 79-93

installed;

Cost Certification Water: $61,928.16; Se\yer: $50,829.32

Purchase Price: $400 paid quarterly as connections are made to the system. Payable to
DWF Development, Inc.

3d IliDCo

On, December 21, 2016, DWF Development, Inc. (Developer) satisfied the requirement
of closing and transferred to Aqua the water and wastewater Assets serving 30 residential

connections in"Trillium, Phase 3 Subdivision. Phase 3 lots are a portion of the lots permitted as
Phase 2 by DENR. Trillium is part of the Flowers Plantation Master System located in Johnston
County. Future construction is required to reach full build of approximately 115 residential ■>
connections.

Pursuant to the signed Agreement dated March 29, 2013, Developer, at Developer's
cost, was required to install a Water Utility System and a Collection System, including
interconnection to Aqua's existing Flowers Plantation Master System, to serve approximately
115 residential connections. Aqua, as its investment, agreed to issue a $400/SFRE purchase
price payment to Developer, paid quarterly as connections are made to the water system.

DEH issued permit approval of the water system in S/N 13-00931 on November 12,
2013 which included the installation and construction of approximately 1,660' of 8" main, 250'
of 6" main, 940' of 4" main and appurtenances to serve 59 lots. The engineer issued
Certification on July 21, 2016.
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DWQ. issued permit approval of the collection system in permit number WQ0036784 on

October 16, 2013 which included the installation and construction of approximately 3,086 If of
8" gravity sewer and appurtenances to serve 59 three-bedroom homes with a discharge of
14,160 gpd of domestic wastewater. Additional permitting will be necessary to reach full build-

out. The engineer issued Partial Certification on July 21,2016i

Additional information for this project can be found in the following electronic file
folder: l-l:\Sv5tems\Central Regional Svstems\Carv Regional Office SvstemsMrlilium - Flowers

Pod 9

Please update all records accordingly.

\  y



Written" Certification of Costs Form - Water

Date: July 21. 2D1S

Docket W-218 Sub 497

Aq.u'a North Or'pijria, Ino
202 MacKeiiah Court, CarY> NC 27511

FoJIowing is the. irrformation you requested fot the Water Utility System serving Trillium. Phase Two - Final
Subdivision. A/K/A Fjowers POD 9, This cost certification is for the distribution system serving Lot Nos. 41-42.
5.3. 72--76. and 79^3. A.total of 23 Lots.

QTY UOM .Description Total invoiced

Costs

1  . LS • Engineering $2,300,00

998 LF Mains (Size 8" ) $45,828.16

23 EA Services $13,800.00

TOTALS $61,928.16 '

I certify tiie above represents the actual cost for installation of the Water Utility System serving the
Subdivision.

J: Michael Stocks

Signature Printed Name

Flowers Plantation Service Area



WritLsn Gertrficatjop of Costs porrn

Waste\iVatef

bate: July 21.201&

lO
Docket W-218 Sub 497

Aqua North Carolina, Incv
202. (VlacKenan Court. Gary, NC 27511

Following is the information' you requested for the Collection System serving Trillium, Phase Two - Rnal
Subdivision A/K/A. Floy/er's POD 9. This cost certiflcatipn Is Tor the ̂llection system serving Lot Nos. 41-42,
53. 72-76.ahd 79-93. A-total of.23 Lots.

QTY UOM DESCRIPTION . Total Invoiced Cost

1 LS Engineering $2,300.00

983.59 LF Sewer Mains- 8 " $17,904.32

5- EA Manholes $13,3,75.00

23 EA Sewer Services $17,250.00

TbTAlS $50,829.32

I efertify the abbve represents the actual cost for ihstallatidh of the Collection
Systerti •s'eiVirrgthe Subdivision.

■J. Michael Stacks

igpature Printed Name

Flowers Plantation Service Area
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Eng Whitfieid 1-953 354105015 35880073459 4,000.00

35BB0073459 Mains Whitfieid 1-963 361104,708.46105015

35880073459 ServWhUfieid 1-953 363105015 54,986.57

CiAC Eng Whitfieid 1-953 354271302 35BB0073460 (4,000.00)

35880073460 (104.708.46) CIAC Mains Whitfieid 1-953 361271302

CiAC Serv Whitfieid 1-953 36335880073460 (54.986.57)271302

Water

131,9^.34
(16,000.00)

Sewer

163,695.03Developers Cost Certification
Less Ptirchase Price

Subtotal

Less CiAC Previously Booked

Amount of CIAC to Book

163,695.03115,920.34

115,920.34 • 163,695.03
ly/rWSWgffin

Prepared by: T. Bernard

Approved by 3|^oli7 Dale prepared:,
5/V/7
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CLOSING MEMO

To;

CC:

From:

Date

Subject:

Semce:

Tammy B., Judy Q., Lori M., Michael M., Mark E., Lynn P., Lorrie S.,
Dennis M., Roger Tupps

Shannon B., Ruffin P.^ Moses T.
I

Peggy D.

December 21, 2015

Whitfleld, Phase 1 Subdivision f/k/a Smith Cottages

Water & Wastewater Service

No of Lots ^ 40 connections with this Closing
Served by Assets Lots 1-40

Installed:

Cost Certification Water: $131,92334; Sewer; $163,695.57

Purchase Price; $400 paid quarterly as connections are made to the system. Payable to
Flagship Ventures, LLC. , ^ j, ^ -

Lfo )^iL0O=)[^^QDO

On, March 28, 2016, Flagship Ventures, LLC (Developer) satisfied the requirement of
closing and transferred to Aqua the water and wastewater Assets serving 40 residential
connections in Whitfield at Flowers Plantation, Phase ISubdivision. Whitfield is part of the
Flowers Plantation Master System located in Johnston County. Future construction is required
to reach full build of approximately 84 residential connections.

Pursuant to the signed Agreement dated March 28, 2016 Developer, at Developer's
cost, was required to install a Water Utility System and a Collection System, including

interconnection to Aqua's existing Flowers Plantation Master System, to serve approximately
84 residential connections. Aqua, as its investment, agreed to issue a $400/SFRE purchase
price payment to Developer, paid quarterly as connections are made to the water system.

DEH issued permit approval of the water system in S/N 16-00219 on April 6, 2016 which
included the installation and construction of approximately 2,615' of 6" main and
appurtenances to serve 84 lots. The engineer issued Certification on December 12, 2016.

Jacob Mueller of Engineering Is forwarding the Applicant Certification to DENR.



Docket W-218 Sub 497

DWQ issued permit approval of the collection system in permit nurriber WQ0038385 on
April 1, 2016 which included the installation and construction of approximately 2,817 if of 8"
gravity sewer and appurtenances to serve 84 three-bedroom homes with'a discharge of 20,160
■gpd of domestic wastewater. The engineer Issued Partial Certification on December 12, 2016.
Jacob Mueller is forwarding the Applicant Certification to the engineer for processing.

Additional information for this project can be found in the following electronic file
folder: H:\5v5tem5\Central Regional SvstemsXCarv Regional Office SvstemsVWHITFlELD AT
FLOWERS AKA SMITH COTTAGES

Please update all records accordingly.
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Written €ertificgfbn of Casts RsYm -Water

Date; December 12.-201B"

Aqua North CarQllna, Inc.
202 MacKerian Cdurt

Gary, NC 37511

Pollbwing is the rnfbrrnation yoli requested for the Water Utility System serving Whitfieid @ Flowers
Plantation - Partial Subdivision. This cost certification Is for the distribution system sferving Lot Nos. 1-40. A

total of 40 Lots.

QTY UOIVI Description Total invoiced

Costs

1 is Erfgiriebrihg $4^000.00
1,566 LF Mains fSize 6-" ) $80,319.46
4g EA Seryjces $47,603.88

TOTALS $131,923.34

I certify the above rep.resents the actyal eoSfor installation of the Water Utility System serving the
Sufadiyisipn,

Signature

Flowfers Plantation Service Area
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Written Certificetidri of Costs FofTn

WastevJate'r

Date: DeGember 2016

Aqua North Cardlina; fhc.
202 fyiacK^nOn Court
Cary, NC 275-il

Following' is the information you requested for the Gollertion Systerri serving .WhitReld @ Flowers
Plantstibri - Pertia] Subdivision. This cost certFficatbn is for the collection system serving Lot Nos. 1-40. A
total of 40 Lots.

v.-

cTiy UDM DESGRIRTIPM Total Invoiced Cost

1 LS Engineering $4,000.00

IjgfiS tF • SfiWe'r Mains^^ S S60>943.2i

iCl . ■EA- J .Manholes- $43,765.25

4(3 HA Sewer-Services $54,986.57

TOTALS $■163,695.03

I certify the-above represents the actual east-for-installation of the Cdllectlori
System serving the Si^division:

J, lyilcha'eLStdcks
fgriature Name

s: r ^m. ' I
i  V i

Flowers Plantation Service Area



General —Jger Journal Entry with Comments PVeijai'ed by/date: T/^prrwd

Version 9 1000 lines Approved by/date:" r^KJU 9ll^ln
35 JE

iiiiiStM 2017 J

8

GL IMMl 8/31/2017
N- ilM N

DEVCERT Willow Springs VFD (Honeycutt Landin

Journal header added - continue t.

Upload to GL40.1 Completed without Errors

•

1 IMMliMM iifGlMflim _ 0.00

igi
8000 . 105015 35800079272 21;500.00 Eng Willow Sprg VFD/Honeycutt Land 304
8000 105015 35800079272 284,000.00 Main Willow Sprd VFD/Honeycutt Land 331
8000 105015 35800079272 800.00 Serv Willow Sprq VFD/Honeycutt Land 333
8000 271302 35800079273 (21.500.00) CIAC Enp Willow Sprg VFD/Honeycutt Land 304
aooo 271302 35800079273 (264.000.00) CIAC Main Willow Sprd VFD/Honeycutt Land 331
8000 271302 35800079273 (800.00) CIAC Serv Willow Sprq VFD/Honevcutt Land 333

-

Developer Cost Certification 306.300,00
Less Purchase Price

Subtotal 306,300.00
Less L/IAC Previously Booked 0.00
Amount CIAC to Book 306,300.00

t

'1 '



Docket W-218 Sub 497'
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CLOSING MEMO

To: Tammy B., Judy Q., Lori M., Lynn P., MarkE., Rob K., LorrieS., Roger T.,
Jackie J.

CC: Shannon B., Ruffin P., Moses T. •

From: Peggy D.

Date Junes, 2017

Subject: River Dell East, Phase 2

Service: Water &. Sewer Service

No of Lots 23 connections with this Closing
Served by Assets Lots 46-63; 79-83

Installed:

Cost Certification Water: $68,867.00; Sewer: $49,816.25

Purchase Price: $400 per lot paid quarterly to DWF Development, Inc. as connections
are made to the water system. _ l

A closing for the above-mentioned took place on June 5, 2017. Aqua's standard rates
and fees apply. Future construction is anticipated to reach full build out.

On June 3, 2015 Aqua and DWF Development, Inc. entered into an Agreement for the
installation, ownership and operation of the water utility system and wastewater utility system
serving the River Dell East Subdivision. Pursuant to the Agreement the Developer was required
to install.a water distribution system and a sewer collection system to serve approximately .164
residential connections. The Subdivision will be developed in phases.

Public Water Supply issued permit approval on June 2,2016 in S/N 16-00389 which •
included the installation and construction of approximately 540' of 6" water main, 310' of 4"
water main and appurtenances to serve 23 proposed connections in River Dell East Phase'2
(POD 12).

Division of Water Resources issued permit approval on May 12, 2016 which included
the installation and construction of approximately 702 If If of 8" gravity sewer main to serve 23



I
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proposed connections in River Deli East Phase 2 (POD 12) with 5.520 gpd of domestic
wastewater discharged into Aqua's existing Neuse Colony WWTP.

The North Carolina Utilities Commission Issued an Order granting franchise and
approving rates in Docket No. W-218, Sub 430.

Additional information for this project can be found in the following electronic file
folder; H:\Svstem5\Central Regional SvstemsNCarv Regional Office Svstems\River Dell East POD
NE12

Please update all records accordingly. Thanks!
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Written Certification of Costs Form - Water

Date: March 13. 2017

Aqua North Carolina, Inc.
202 MacKenan Court, Gary, NC 27511

Following is the information you requested for the Water Utility System serving Flowers Plantation - POD NE12-
River Dell East Phase Two Subdivision. This cost certification is for the distribution system serving Lot Nos. 46 - 63
and 79 - 83, 23 lots total.-

QTY UOM Description Total Invoiced
Costs

1  ■ IS EngineerinR $2,300
330 LF Mains (Size 4") $12,312.08
550 LF Mains (Size 6") $17,685.58
415 LF Mains (Size 8") $16619.34
23 EA Services (S)$86739/EA $19,950

TOTALS $68,867

I certify the above represents the actual cost for installation of the Water Utility System serving Flowers Plantation - POD
NE12— Riv^ Deli East Phase Two Subdivision.

mdiueJ ^rA<
Signature

J. Michael Stocks
Printed Name

■  -

SEAL
19S43

•rs

.0\-y
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Written CertificatiDn of Costs Form

"  Wastewater

Date: March 13. 2017

Aqua North Carolina, Inc.
202 MacKenan Court, Gary, NC 27511

Following is the information you requested for the Collection System serving Flowers Plantation-POD
NE12- River Del! East Phase Two - Final Subdivision. This cost certification Is for the collection system
serving Lot Nos. 46~63 and 79'B3. A total of 23 Lots.

QTY UOM DESCRIPTION Total Invoiced Cost

1 LS Engineering $2,300.00

669 LF Sewer Mains- 8 ̂ $14,76625

2 EA Manholes $6,300.00

23 EA Sewer Services $26,450.00

TOTALS $49,816.25

I certlfV the above represents the actual cost for installation of the Collection
System servingthe Subdivision.

^signature
'  J. Michael Stoclcs

1-1 Printed Name

SEAL
19843

s;,V

Flowers Plantation Service Area



Docket No. W-218, Sub 497 PUBLIC STAFF BECKER S^eku4kl
CROSS EXAM EXHI Buys

Timeline of the Aqua Johnston County
Wastewater Capacity Fees and Construction

Capacity Fee GPP

May 14, 2002
Bulk Wastewater Agreement $5.50

2003 Johnston County Wastewater
Treatment Plant (WWTP) Expanded from
5.0 Million Gallons Per Day (MGD) to 7.0 MGD

2006 Johnston County WWTP
Expanded from 7.0 MGD to 9.5 MGD

Aqua in an April 2018 PowerPoint presentation
to the Public Staff stated that the capacity fee
is $8.48 GPD

June 2018 Aqua Pays Johnston County
for 250,000 GDP at $8.48 GPD $8.48

Note: After the Public Staff informed Aqua in May 2018 that Aqua undercollected, Aqua
in June 2018 asserts that the wastewater capacity fee has decreased in the 16
years from May 2002 to June 2018 to $5.34 GPD.
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CROSS EXAM EXHIBIT/^

Johnston County Capacity Fees Collected and
Buffalo Creek Pump and Force Wlain CIAC

Construction Reimbursements Not Collected

Subsequent to the Update Cutoff of October 31, 2013
in Aqua's Last General Rate Case, Docket No. W-218, Sub 363

Johnston County Capacity Fees

Total Collected from Developers

Less: Collected Prior to

October 31, 2013

Total Collected Subsequent
To Sub 363

$2,000,925

751.545

$1.249.380

Buffalo Creek Pump Station CIAC

NOT Collected Subsequent to October 31. 2013

Number of SFRE for which Aqua
Did NOT Collect Capacity Fees

993.60 SFRE x $220.41 per SFRE = $ 218.999 Uncollected CIAC



Post Test-Year Plant Capital Expenditures

'  PUBLIC STAFF

BECKE^ROSS-EXAMINATION
EXHIBIT

Utility Account Rate Entity Region Asset Location/System Work Order Description Posting Date Year Qty Amount
49b/uu-Lommunlcation Equipment ANC WW ANCWW-Coast CANNONSGATE SWR 01-175 RC Cannons WWTP Comm Upgrd 5/1/2018- ■2018'- ■ 708,803.89
380000-Treatment & Disposal Equip ANCWW ANC WW-Coast CANNONSGATE SWR 01-176 RC Cannonsgate Replace UV System 3/1/2018 2018 193,263.16
380000-Treatment & Disposal Equip ANC WW ANC WW-Coast CANNONSGATE SWR 01-176 RC Cannonsgate Reno Spray Field 6/1/2018 2018 137,776.93
380000-lreatment 8i Disposal Equip ANCWW ANCWW-Coast CANNONSGATE SWR 01-176 RC Cannons WWTP Comm Upgrd 5/1/2018 •  2018 55,730.10
380000-Treatment & Disposal Equip ANCWW ANC WW-Coast CANNONSGATE SWR 01-176 Cannons Gare Paint/RepairTanks 3/1/2018 2018 41,988.57
380000-Treatment & Disposal Equip ANCWW ANCWW-Coast CANNONSGATE SWR 01-176 (B) WWTP Renov Cannonsgate 1/1/2018 2018 23,097.26
354000-Structures & improvements ANCWW ANCWW-Coast CANNONSGATE SWR 01-176 Cannonsgate InstI LS Quick Connects 5/1/2018 2018 16,847.73
354000-Structures 8i Improvements ANCWW ANCWW-Coast CANNONSGATE SWR 01-176 RC Canns Gate Rpic 3 Set Ship Stair 5/1/2018 2018 16,282.81
354000-Structures & Improvements ANCWW ANC WW - Coast CANNONSGATE SWR 01-176 RC Cannons WWTP Comm Upgrd 5/1/2018 2018 13,038.41
354000-Structures & Improvements ANCWW ANCWW-Coast CANNONSGATE SWR 01-176 RC Cannonsgate Reno Spray Field 6/1/2018 2018 12,905.84
380000-Treatment & Disposal Equip ANCWW ANCWW-Coast CANNONSGATE SWR 01-176 Cannons Gate Flow Meter/Bogue Watch 4/1/2018 2018 6,555.46
354000-Structures & Improvements ANC WW ANCWW-Coast CANNONSGATE SWR 01-176 (B) Drive/Grounds Cannonsgate 2/1/2018 2018 4,270.00
380000-Treatment & Disposal Equip ANCWW ANCWW-Coast CANNONSGATE SWR 01-176 (B) WWTP Renov Cannonsgate 12/1/2017 2017 2,881.79
380000-Treatment & Disposal Equip ANCWW ANC WW - Coast CANNONSGATE SWR 01-176 (B) WWTP Elec Rpl Cannonsgate 3/1/2018 2018 2,775.50
354000-Structures & improvements ANCWW ANC WW-Coast CANNONSGATE SWR 01-176 (B) Drive/Grounds Cannonsgate 5/1/2018 2018 i  2,589.35
380000-Treatment & Disposal Equip ANCWW ANCWW-Coast CANNONSGATE SWR 01-176 (B) WWTP Renov Cannonsgate 4/1/2018 2018 2,359.35
380000-Treatment & Disposal Equip ANCWW • ANCWW-Coast CANNONSGATE SWR 01-176 (B) WWTP Elec Rpl Cannonsgate 5/1/2018 2018 2,246.91
396700-Communlcation Equipment ANCWW ANC WW - Coast CANNONSGATE SWR 01-176 (B) Rpic Remote Mon Cannonsgate 6/1/2018 2018 1,562.82
380000-Treatment & Disposal Eqiilp ANCWW ANCWW-Coast CANNONSGATE SWR 01-176 (B) WWTP Renov Cannonsgate 6/1/2018 2018 1,441.13
380000-Treatment & Disposal Equip ANC WW ANC WW-Coast CANNONSGATE SWR 01-176 (B) WWTP Renov Cannonsgate 11/1/2017 2017 1,388.22
380000-Treatment 8i Disposal Equip ANCWW ANC WW-Coast CANNONSGATE SWR 01-176 (B) WWTP Equip Rpl Cannonsgate 6/1/2018 2018 1,024.75

Total $ 1,248,829.99
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CROSS EXAM EXHIBIT

Aqua North Carolina
Uniform Rate Wastewater

Public Staff Did Not Recommend

an Excess Capacity Adjustment for Cannonsgate WWTP

Permit No. GPD

Permitted

Flow

June 2018

REU's

EOP

Customers

X Desian

Flow 400

GPD Per

REU

Excess

Caoacitv

Percent

Cannonsgate
WWTP

WQ

0028666 250,000 27 10,800 95.7%

(1) The Public Staff did not recommend an excess capacity adjustment for
Cannonsgate as Aqua did NOT pay for the initial construction of the wastewater
treatment plant and. therefore, did not assume the developer's risk of subdivision
buildout.

(2) The developer paid for the initial construction of the Cannonsgate wastewater
treatment plant and collection system.

(3) Aqua test year ending September 30, 2017 (application test year later updated to
June 30. 2018). invested a total of $1,249 Million for plant replacements and
renovations at Cannonsgate due to equipment deterioration and depreciation over
the past 13 years, as the wastewater treatment plant was constructed in 2005. All
of Aqua's $1,249 Million capital investment has been included in rate base in this
Sub 497 proceeding.

(4) Aqua paid for the Initial construction costs of the wastewater treatment plants at
Westfall and Legacy at Jordan Lake, and a 180,000 GPD wastewater treatment
plant expansion at Carolina Meadows, thereby assuming the risks of the
developers. i
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Becker Rebuttal ^ jL
_•!. Cross Exam Exhibit

FORM REVISED 6/04 . ̂  X DOCKET^,
.gljRGHAS£8;D0GKET NO;:>Vi2l8siub:2-l6,J

>IUNG FEE'RECEIVED $250

BEFORE THE NORTH CARCUNA UTILITIES COMMISSION I" I I ^ D
APPLICATION FOR TRANSFER OF PUBUC UTILITY FRANCHISE ■

AND FOR APPROVAL OF RATES

J'JN Z 8 ?005
INSTRUCTIONS

Notes or explanations placed in the margins of the application are acceptable. If additional space Is sheets may beattached. If any section does not apply, write'not applicable" or cnass out the section. f'CU '

jSEUlElZl

1. Trade name used for utility business ffhatfem'W^ec.^eciamation.^m^^
2. Mailing address P.O. Box 3923, Sanford, NC 27330
3. Business telephone number

919-775-2301

AoRcBaSER: I
4. Trade name used for utility business AQua^6rih-Carol?na;'ln'c.--^
5. Name ol owner (if different from trade name)

6. Business mailing address P.O. Orawer4889
City and slate Cary. NO Zip code 27519

7. Business street address (if different from mailing address)

202 MacKenan Court, Gary, NC 27511

8. Business telephone number
919-487-7e54

9. If corporation, list me following:
P^Ideht" ' NbirRnPhllllpr '7 Vice President Frank X. Simpson
Secretary ^RoyStahl Treasurer KalhyPapa

Three (3) largest stodtholders and percent of voting shares held by each

10. If partnership, list the owners and percent of ownership held by each
N/A

11. Is the purchaser acquiring the utility assets or stock?
(No filing fee required If stock transfer only.)

PROPOSED AND PRESENT RATES

Proposed Rates Present Rates

12. Metered Residential Service;

Water: N/A

Sewer: Same as rates approved in Docket No. W-
niS.SUB 1

13. Flat Rate Residential Service:

Water: N/A

Sewer. See #12 above

14. Nonresidential Service (explain); |
Water: N/A '

Sewer: See //12 above for CWRC and line 31 for Carolina
Meadows I

Tap-on fees:
15.

Water: N/A '



:  iSewer. See #12 above
I

OTHER PROPOSED RATES

i

16. Finance charge for late payment: See #12 above. |
(NCUC Rule R12-9) specifies not more than one percent (1.0%) per month will be applied to the unpaid balance of
all bills still past due 25 days after billing date.)

17. Reconnection charge If water service cut off by utility as specified In NCUC Rule R7-20: $25

18. Reconnection charge if water service discontinued at customer's request: $15

19. Reconnection charge if sewer service cut off by utility as specified In NCUC Rule R10-16: N/A.

20. Other charges: See #12 above.

21. What date are the proposed rates to become
effective: Upon approval of Transfer

22. How long have the present rates been in effect? Approximately 2 years

PURCHASER'S PROPOSED BILLING

1. Frequency of billing shall be (monthly, quarterly, etc.) Monthly

2. Billing shall be for service (In advance or arrears) Arrears

3. Bills past due 25 days after billing dates: (NCUC Rule R12-9 specifies that bills shall not be past due less

than fifteen (15) days after billing date).

4. Will regular billing be by written statement? (yes or no) Yes

5. Will the billing statement contain the following? (Indicate yes or no for each item)

(a) Meter reading at beginning and end of billing period N/A

(b) Date of meter readings N/A

(c) Gallons used, based on meter readings N/A

(d) Amount due for current billing period listed as a separate amount
Yes

(e) Amount due from previous billing period listed as a separate amount Yes

(f) Amount due for each special charge (I.e., deposits, tap fees, etc.) listed as a separate amount
Yes

6. Show how the following will appear on the billing statement;

(a) Mailing address of Company: P.O. Drawer 4889, Cary, NC 27519

(b) Address where bill can be paid in person: 202 MacKenan Court, Cary. NC 27511

(c) Name and phone number of alternative persons to contact for emergency service after business hours:

Aqua North Carolina, Inc. 919-467-7854

7. Is service already metered? (yes or no) No

8. Does the Purchaser understand the provisions for establishing credit and collecting customer deposits set forth in
NCUC Rules and Regulations, Chapter 12? (yes or no) Yes

(Customer deposits must be refunded to customers having not more than two (2) bills overdue during a 12-mQnth
period and who ara not then delinquent on the payment of their bills, per NCUC Rule R12-5.)

9. List (he amount of customer deposits still held by Seller:
Water: N/A Sewer: N/A
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10. General Manager

11. Complaints or Billing

12. Engineering Operations

13. Emergency Service

14. Accounting

-3-

PURCHASER'S SERVICE ORGANIZATION

NAME ADDRESS

Nell R. Phillips Gary, NC

Donna Had

Michael Myers

Peter Dealing

Greg Leighton

TELEPHONE

919-467-7854

15. Are the names and phone numbers shown above listed In the phone hook by ea(^ of the proposed service areas?
(yes.or no) Yes

16. Will customers be able to make telephone calls for service without being charged for a long distance phone call?
(yes or no) Yes

17. Will persons designated to receive phone calls for emergency service, after regular business hours, have authority
to provide the needed repairs without first contacting owner? (yes or no) Yes

18. List the qualifications of the person In charge of the utility system:
On file with the North Carolina Utilities Commission

19. List the dale(s) and descrltje any DENR vlolation(s) since the last application for franchise, transfer, or rate '
Increase: N/A

SERVICE AREA

Fill in one column for each Subdivision or Service Area.

1

(1) (2)

1. Name of Subdlvlsion(s) or Service Areafs) All areas served Carolina Meadows

by CWRC and see
line 32 below

2. County (or Counties) Chatham Chatham

3. Type of service (water, sewer, etc.) Sewer Sewer ;

4. If water is purchased, list from whom N/A N/A 1

5. Source of water supply (wells, etc.) N/A N/A , .

6. Number of wells In service N/A N/A j

7. Pumping capacity of each pump in service N/A N/A

Q. Elevated storage tank capacity (gals.) N/A N/A

9. Pressure lank capacity (gals.) N/A N/A

(3)
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10. Types of water treatment (chlorine, etc.) N/A N/A

11. Number of fire hydrants Installed N/A N/A

12. Is sewage disposal by septic tank or by
sewer system? Sewer System Sewer System

13. If disposal is by sewer system, Is sewage
treated by utility company or by others? Utility UUIity

14. ^ea]jaci(y;6f'Gomp'any's sewagetreatmenl 180,000'g^anBj
(^,0}hG.iS3;b.elbw n/a

15. Is service metered? (yes or no) Only commercial yes

16. Number of water meters in use N/A N/A

17. Number of service taps in use
(list number of each size] Water N/A N/A

Sewer 232 residential. 1 industrial
242 apartments. 8
commercial,71
townhomes

18. Number of customers at the end of

test year Water N/A N/A

Sewer See no. 17 above 1 industrial

19. Number of customers that can be

served by mains already installed
(including present customers,
vacant lots, etc.) Water N/A N/A

Sewer See no. 17 above 1 industrial

20. Number of customers that can be
served by pumping capacity Water N/A N/A

21. Number of customers that can be

served by storage tank capacity Water N/A N/A

22. Number of customers that can be

served by treatment plant capacity Sewer 500 at120gpd/br N/A

23. Name nearest water/sewer utility
system Chatham County Chatham County

24. Distance to nearest water/sewer
utility system Approx 1 mile Approx 1 mile

25. Does any other person or utility
seek to ̂ rnish the servlcefs)
proposed herein? (yes or no) No No

26. Has the system been offered for •

sale to the customers, county, or
municipality? (yes or no) No No

If not, why not? No interest.
•

27. a. OENR System l.D. No. Water N/A
1  ;

b. NPOES or Nondischarge
Permit No. Sewer NCQ066413 NC0056413
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FINANCIAL STATEMENT

1. Will a separate set of books be maintained for the utility business?

Yes

2. Will a separate bank account be maintained for the utility business?

Yes

3. Are the revenues and expenses listed below based on past operations or are they estimated for future operations?

(actual or estimated) Estimated

REVENUES AND EXPENSES

For 12 Months Ended

Revenues

(Date)

Water Sewer

4. Residential service (flat rate)

5. Residential service (metered rate)

6. Nonresidential service (flat rate)

7. Nonresidential service (metered rate)

8. Other revenues (describe in remarks below)

9. Total Revenues (Lines 4 thru 8)

N/A $ *See No. 34 Below

$

5

S

S

S

10. Total salaries (except owner)

11. Salaries paid to owner

12. Administrative and office expense (except salaries)

13. Maintenance and repair expense (except salaries)

14. Transportation expenses

15. Electric power for pumping

16. Chemicals for treatment

17. Tesbngfees

10. Permittees

19. Purchased water/sewer treatment

20. Annual depreciation

21. Taxes: State income taxes

22. Federal income taxes

23. Gross receipts (or franchise tax)

24. Property taxes

25. Payroll taxes

26. Other taxes

27. Interest on debt during year

28. Other expenses (describe In remarks below)
29. Total Expenses (Lines 10 thru 28)

30. Net Income (Line 9 minus Line 29) $ ""

Remarks

31. Carplina Meadows rates are set forth in the attached contract.
32. CWRC service area is further defined in the attached contract and in w1118, sub 1
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33. $e;eiattacHe.d^cDntract;r^:-:expansionttb"350
34. SeeDocketNo.W-ma.Subl

35.

NUMBER OF CUSTOMERS SERVED

36. Customers at beginning of year

37. Customers at end of year

38. Average gallons used per customer

Water

Flat Rate

N/A

N/A

Metered

N/A

Sewer

Flat Rate Metered

per month

PURCHASER'S COST OF UTILITY SYSTEM

1. List Purchaser's cost of utility systems:

■Water: N/A

Sewer See attached contracts

ORIGINAL COST OF UTILITY SYSTEM
As of Year Ended (Date)

Note: List the total original cost to construct and establish the system, whether or not paid for by
the Seller.

Utilltv Prooertv In Sen/ipe Balance at End of Year
Water

2. Land and nghts-of-way S N/A S
3. Structures and site improvement S 0 0 $
4. Wells S 9 m s
5. Pumping equipment $ - i

$
6. Treatment equipment $ « ■

s
7. Storage tanks $ « m

$
8. Mains (excluding service connections) $ M ••

$
g. Sen/ice connections s ■ m $
10. Meters (including spare meters) $ m m

$
11. Office fumiture and equipment s u m $
12. Transportation equipment s M m

s
13. Other utility property In service (descnbe in remarks below) $ m u

5
14. Total utility property in service (Lines 2 thru 13) $ m 9

S
15. Less: acquisition adjustments (difference between original cost

above and cost to Seller) $ 9 m S
16. Less: Seller's accumulated depreciation s S
17. Less: Seller's accumulated tap fees and other contributions in

1

aid of construction $ 0 « 1 $
18. Seller's net investment in utility property

(Line 14 minus 15. 16.& 17) $ ■ m

1 $

Sewer

See No. 22 below.

Utility Prooertv Not In Service Balance at End of Year
I

Water i Sewer
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$ See No. 22 beiow

$

$
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19. Construction work in progress $ N/A,'
20. Property held for future use $ " " j
21. Other (describe in remarks below) $ " " |

I

Remarks

22. See Docket No W-1118, sub 1 and the attached contracts

23.

24.

25.

ANNUAL DEPRECIAT/ON

26. If annual depreciation is claimed using a composite rate for the entire system, show rate of depreciation used:

Water: N/A

Sewer: See attached sheets

27. If annual depreciation is claimed using Individual rates for each type of equipment, show rates of depreciation

used:

OTHER FINANCIAL INFORMATION

1. Please provide the following capital structure Information for the Purchaser prior to the purchase of the new water
and/or sewer system(s):

a. Capital structure as of

b. Capital structure balances:

Long-term debt/loans $

Preferred stock (if any) $

Amount

Percent Of

Total Capital

Common equity:

Common stock

Retained earnings

Total common equity

Total capital

2. The purchase price of the system will be financed as follows:
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a. Long-term debt $

b. Short-term debt $

c. Common stock $

d. Retained earnings S

e. Other (please describe below on Line g) $

f. Total purchase price $

g. Description of oUier:

3. Please provide the following for improvements/additions to be made in the first year:

a. Brief description:

b. .Financing:

(1) Long-term debt $

(2) Short-term debt $

(3) Common stock $

(4) Retained earnings $

(5) Other (please describe below on Line (7)) $

(6) Total improvements/additions $

(7) Description of other:
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Are there any major improvements/additions required in the next five years and the next ten years? Indicate the
estimated cost of each Improvement/addition, the year it will be made, and how It will be financed [long-term debt,
short-term debt, common stock, retained earnings, and other (please explain)). ^
Normal; plus see contracts.

2. Are there any major replacements required In the next five years and the next ten years? Indicate the estimated cost of
each replacement, the year it wiil be made, and how it will be financed (long-term debt, short-term debt, common stock,
retained earnings, and other (please explain)).

Normal; plus see contracts.
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3. Please fill out the attached addendum showing the projected cash flows and income statement for the first five years of
operation of this system. This addendum should be for the ulillty system for which the subject application is being
submitted, exclusively. Instructions are included on page 3 of the addendum. The following information may be
provided instead of filing the addendum:

(

(1) Audited financial statements for the Purchaser and/or parent company.

(2) Budgets, capital and operating, for the Purchaser's North Carolina utility operations for the next five years.

(3) The most recent fiscal year budgets, capital and operating, and the actual amounts for that year for the
Purchaser's and/or parent compan/s North Carolina utility.operations.
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THE FOLLOWING EXHIBITS SHALL BE ATTACHED TO THE APPLICATION: |
1. If the Purchaser Is a corporation, enclose a copy of the Artldes of incorporation on file with the North Carolina Secretary of State.

(Not required If previously filed with the Commission.)

2. If the Purchasers are doing business as a partnership, enclose a copy of the partnership agreement. (Not required if previously
filed with the Commission.) [

3. If the Purchaser Is conducting business under a trade name ord/b/a, enclose a copy of the certificate filed with the register of
deeds In each county where the Applicant will be conductir^ business as required by G.S.

4. Enclose a copy of (1) exhibits showing that d>e Seller has ownership of all property necessary to operate the utility and (2) a
purchase agreement reduced to writing. Any changes In the purchase agreement should be filed Immediately with the
Commission.

5. If the application Is for a stock transfer, enclose a copy of the most recent finandal statements, Including a balance sheet, for
the Seller.

6. Enclose a copy of contracts or agreements, Including all attachments, exhibits, and appendices, between the utUHy and any
other party (land developers, customers, eto.) regarding the proposed utility services, Including contracts
regarding tap fees, constniction costs, easements, and rlghts-of^way, etc. (If none, write 'none').

7. Enclose a copy of the most recent fiscal year financial statements, audited if available, for the Purchaser.
6. Enclose a copy of the most recent fiscal year financial statements, audited If available, for the parent company of the Purchaser.
9. If the Information requested In Exhibits 7 and 6 Is not available, enclose a copy of the most recent fiscal year financial statements

or statement of net worth for the principals of the Purchaser and/or parent company.

10.

11.

12.

FILING INSTRUCTIONS

Eight (8) copies of the application and exhibits shall be filed with the North Carolina UUUtlet Commlsalon, 4325 Man Service
Center, Raleigh, North Carofina 27699-4325. Twenty-flva (25) copies of an application to acquire a Class A or B utility
company should be filed. One of these copies must have original signatures. (Applicants must also provide any copies to be
returned to them.)

Enclose a filing fee as required by G. S. §62-300. A Class A company (annual revenues of $1,000,000 or more) requires a $250
filing fee. A Class B company (annual revenues between $200,000 and $1,000,000) requires a $100 filing fee. A Class C
company (annual revenues less than $200,000) requires a $25 filing fee. MAKE CHECK PAYABLE TO THE NORTH CAROLINA
UTiUTIES COMMISSION.
(No filing fee required if stock transfer only.)

SIGNATURES

Application shall be signed and verified by the Applicants.

-1Signature

Date

u.
Vurchasbt^ / l/V ^

/ SjyvJt

signature

Date

Seller

13. (Typed or Printed Name) kV:! I 'R. Phiiiios
personally appearing before me and. being first duly swom, says that the Information contained In this application and In the
exhibits attached hereto are true to the best of his/her knowledge and belief.

This the day of (JiXTX 20 QS^

U  Nbtary Public Q
a
300a Si 1 IfCq DoqivbcCJ lrQj:\, N-IC ^

-/ ^ Address

My Commission Expires: April lU) I 50l0
Date



EXHIBITS >

THE FOLLOWING EXHIBITS SHALL BE ATTACHED TO THE APPLICATION: i
1  If the Purchaser Is a corporation, enclose a copy of the Articles of Incorporation on file with the North Carolina Secretary of State,

(Not required if previously filed with the Commission.)
2, If the Purchasers are doing business as a partnership, enclose a copy of the partnership agreement. (Not required if previously

filed with the Commission.)

3. If the Purchaser is conducting business under a trade name or d/b/a, enclose a copy of the certificate filed with the register of
deeds In each county where the Applicant will be conducting business as required by G.S. 66-60.

4  Enclose a copy of (1) exhibits showing that the Seller has ownership of all property necessary to operate the utility and (2) a
purchase agreement reduced to writing. Any changes in the purchase agreement should be filed immediately with the
Commission.

5. If the application is for a slock transfer, enclose a copy of the most recent financial statements, including a balance sheet, for
the Seller.

6. Enclose a copy of contracts or agreements, including all attachments, exhibits, and appendices, between the utility and any
other party (land developers, customers, etc.) regarding the proposed utility services. Includir\g contracts
regarding tap fees, constajction costs, easements, and rights-of-way. etc. (If none, write "none').

7. Enclose a copy of the most recent fiscal year financial statements, audited If available, for the Purchaser.
0. Enclose a copy of the most recent fiscal year financial statements, audited if available, for the parent company of the Purchaser.
9. If the information requested In Exhibits 7 and 8 is not available, enclose a copy of the most recant fiscal year financial statements

or statement of net worth for the principals of the Purchaser and/or parent company.

FILING INSTRUCTIONS

10 Eight (8) copies of the application and exhibits shall be filed with the North Carolina Utilities Commission, 4325 Mail Service
Center. Raleigh. North Carolina 27699-4325. Twenty-fivo (25) copies of an application to acquire a pass A or B utility
company should he filed. One of these copies must have original signatures. (Applicants must also provide any copies to be
returned to them.)

•  11. Enclose a filing fee as required by G. S. §62-300. A Class A company (annual revenues of $1,000.000 or rnore) requires a $250
filino fee. A Class B company (annual revenues between $200,000 and $1,000,000) requires a $100 filing fee. A Class C
company (annual revenues less than $200,000) requires a $25 filing fee. MAKE CHECK PAYABLE TO THE NORTH CAROLINA
UTILITIES COMM.ISStON.
(No filing fee required if stock transfer only.)

SIGNATURES

12. Applicaiion shall be signed and verified by the Applicants.

Signature

Dale

Signature

Date

Purchaser

lO^ a (//:

13. (Typed or Printed Name] L. \Jt t^'h'
personally appearing before me and. being first duly swom. says that the Information contained in this application and in the
exhibits attached hereto are true to the bast of his/her knowledge and belief.

This the /Si "^dav of , 20^^ ■

Notary Public O

CP.C. ^^3 lllpAAn/*
Address ' . /

My Commission Expires: Q lt4^ 3^. *7
^  OatS
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(TypedorPrfntedName) C' !// \
personally appearing before me and, being first duly sworn, says that the Information contained In this application and in the
exhibits attached hereto are true to the best of his/her knowledge and belief.

This the ^7^^^avof QiiuAi^ IQd

Notary Public O

I

Box Z93 /tlia>4y>vw Aau/vrxs J/i. -ai////
'Address

My Commission Expires: 0//XC/ .9^
^ i Dafe
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IS

ASSET PURCHASE AGREEMENT

FOR THE ACQUISITION OF
THE WASTEWATER SYSTEM ASSETS

OF

CHATHAM WATER RECLAMATION COMPANY, LLC
BY

AQUA NORTH CAROLINA, INC. !

THIS ASSET PURCHASE AGREEMENT dated May 12,2005 between Chatham
Water Reclamation Company, LLC, a North Carolina Limited Liability Company (herein called
"Seller"), and Aqua North Carolina, Inc., a North Carolina corporation authorized to operate as a
public utility (herein called "Buyer"). |

RECITALS

Seller and Carolina Meadows, Inc. ("Carolina") are the owners of Whippoorwill LLC
("WjuppoorwiH"), a North Carolina limited liability company, which owns a wastewater
treatment facility which is used to provide wastewater treatment service to Carolina and Seller as
part of a wastewater collection and treatment system operated by Seller to provide wastewater
service to Seller's service area located in Chatham County, North Carolina, as approved by the
North Carolina Utilities Commission (the " Commission"). Seller was authorized to operate the
system as a public utility by the Commission in Docket No. W-1118, Sub- 0 and Sub 1.

Buyer is a regulated, public utility that furnishes water and wastewater service to the public
in certain portions of North Carolina. Buyer proposes to purchase Seller's interest in
Whippoorwill together with the assets used by Seller in the operation of the system as described
more fully below. Buyer has entered into a similar Agreement to purchase Carolina's interest in
Whippoorwill and other assets used in the operation of the treatment facility. Buyer will apply to
the Commission for transfer of the franchise from Seller to Buyer.

Seller desires to sell, and Buyer desires to purchase, the Wastewater System Assets (as
defined below), upon the terms and conditions set forth herein.

NOW, THEREFORE, in consideration of the recitals and the covenants,
representations, warranties, and agreements herein contained, and intended to be legally bound
hereby, the parties hereto agree as follows:

1. Sale and Purchase of the Wastewater System Assets ;
I

I

The "Wastewater System Assets" are defined as the assets, properties and rights listed on
Schedule 1.1.
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Subject to the terms and conditions hereinafter set forth, the Buyer shall purchase-from
Seller, and Seller shall sell, assign, transfer, grant, convey and deliver to Buyer, at the Closing
(hereinafter defined), the Wastewater System Assets.

The Wastewater System Assets are to be sold free and clear of all mortgages, liens,
pledges, security interest, charges, claims, restrictions and encumbrances of any nature
whatsoever, except as described in this Agreement.

I

1.1 Wastewater System Assets Further Defined |,
j

The Wastewater System Assets shall, without limitation to the definition stated above,
include the Seller's membership interest in Whippoorwill, the wastewater collection lines and lift
stations located within Seller's service area and the specific assets, properties and rights set forth
in Schedule 1.1.

1.2 Other Attributes of the Wastewater Svstem Assets

The Wastewater System Assets to be conveyed under this Agreement shall include the
following assets, properties, rî ^and appurtenances:

(a) those parcels of land and easements, described on Schedule 1.1. together with all
privileges and appurtenances thereto and all plants, buildings, structures,
facilities, installations, fixtures, betterments, additions and other improvements
situated thereon and together with any other easements used or use^l in
cormection therewith in which Seller has an interest;

(b) all machinery, equipment, and other tangible personal property, including tools,
supplies and inventories associated with the wastewater system in which Seiler
has an interest;

(c) all rights and obligations of Seller under any assignable written or oral contract,
agreement, lease, plan, instrument, registration, license^ permit, certificate or other
authorization or approval of any nature, or other document, commitment,
arrangement, undertaking, practice or authorization associated with the
wastewater system;

(d) all assignable rights and obligations of Seller under any easement, right-of-way,
occupancy permit, and/or license associated with the wastewater system;

(e) plans, engineering records, customer service records, including customer records
and data, both in paper form and in electronic form associated with the
wastewater system in the possession of Seller; and

(f) all of Seller's information, files, records, data, plans, system maps, contracts and
recorded knowledge, including property records, related to the foregoing.

ASSET PURCHASE AGREEMENT Page 2
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1.3 Consideration

The purchase price for the Wastewater System Assets will consist of the following
payments:

(a) At Closing, a lump sum payment from Buyer to Seller of Three Hundred
Seventy-three Thousand Nine Hundred TTiirty-nine Dollars (S373,939),
which will represent the Commission-determined rate base pursuant to
Section 3(c) of this Agreement.

(b) Within 30 days after Closing, Buyer will pay Seller the amount due for net
working capital as determined by audit and valuation methods mutually
acceptable to Buyer and Seller. The net working capital is estimated to be
Fifteen Thousand Five Hundred Five Dollars ($15,505).

(c) At Closing, Buyer will reimburse Seller's legal fees not to exceed Two
Thousand Dollars ($2,000). Any additional legad fees shall be the sole
responsibili^ of Seller. I

(d) At Closing Buyer will reimburse Seller for any capital expenditures made
by Seller for wastewater system expansion or maintenance prior to Closing.
Reimbursement will be made for the actual dollars expended based on paid
invoices. j

Unless otherwise agreed, the purchase price at Closing shall be paid via wire transfer of
immediately available funds, to the account provided by Seller prior to the Closing.

1.4 Liabilities

With the exception of (i) the obligation to provide wastewater service to the area described
in Section 7.2(b) of this Agreement, subject to approval by the Commission, after Closing, (ii) the
liabilities and obligations described on Schedule 4<i). (iii) the contractual obligations described
on Schedule 4fi^ (as well as any contractual obligations of Seller incurred after the date of this
Agreement and described in an amendment to Schedule 4(11 delivered by Seller to Buyer at
Closing, provided that Seller's incurring of such additional obligations was reasonably necessary
to the operation and maintenance of the Wastewater System Assets, including the expansion,
modification or upgrade of the Wastewater System Assets as required by any permit or
contractual agreement), (iv) liabilities arising from the use or ownership of the Wastewater
System Assets after Closing and arising from activities or events that were conducted by, or
resulting from the actions or negligence of. Buyer prior to the effective time of Closing, and (v)
any other assumed liabilities and contractual obligations specified herein (hereinafter referred to
as the "Assumed Liabilities"), all liabilities and obligations of Seller shall remain the sole
responsibility of Seller. Buyer hereby undertakes, assumes and agrees, subject to the limitations
contained herein, to perform, pay or discharge only the Assumed Liabilities pursuant to an
assignment and assumption agreement which Buyer shall execute and deliver to Seller at the
Closing ("Assignment and Assumption Agreement"), which Assignment and Assumption
Agreement shall be substantially in the form of Schedule 1.4 attached hereto. Buyer shall not
assume and shall not be liable for any liabilities or obligations of Seller, other than the Assumed
ASSET PURCHASE AGREEMENT Page 3



Liabilities, of any nature whatsoever, whether express or implied, iixed or, contingent, save and
except for the Assumed Liabilities. Buyer shall not be responsible for any,business, occupation,
withholding or similar tax, or for any income, sales, use, value-added or similar taxes related to
any period, or transaction occurring during any period, before the Closing Date.

The assumption of the Assumed Liabilities by Buyer hereunder shall not enlarge any
rights of third parties under contracts or arrangements with Buyer or Seller or any of their
respective afliliates. I

t

1
1.5 Seller's Remedies with Resoect to the Assumed Liabilities

For the first two years following the Closing (as defined below) Buyer shall provide a
written report to Seller by the twentieth day of each calendar quarter describing Buyer's actions in
the previous quarter to perform the Assumed Liabilities. The parties acknowledge that Seller
would be irreparably harmed by Buyer's failure to perform the Assumed Liabilities and agree
that, in addition to all other remedies available to Seller at law and equity, Seller shall be entitled
to specific performance of Buyer's obligation to perform the Assumed Liabilities.

2. Closing

. Closing hereunder ("the Closing") shall take place at the offices of the Attorney for Buyer
at 219 Fayetteville Street, Suite 1000, commencing at 10:00 a.m. local | time, on or before the
fifteenth calendar day after the transfer of the Wastewater System Assets is approved by the
Commission and the Division of Water Quality of the North Carolina Department of Environment
and Natural Resources ("DWQ") (as required), or at such other place or on such later date as
mutually agreed to by the parties. The Closing will be done simultaneously with the Closing
with Carolina, or immediately prior to that Closing. The date of the Closing is referred to herein
as the "Closing Date". The effective time of the Closing shall be 12:01 a.m. on the day following
the Closing Date.

2.1 Items to Be Delivered at Closing

At or prior to Closing and subject to the terms and conditions herein contained:

(a) Seller shall deliver to Buyer the following:

(i) a Bill of Sale and other instruments and documents of conveyance and
transfer, all in foim reasonably satisfactory to Seller and Buyer and their
respective counsel, as shall be necessary and effective to transfer and
assign to, and vest in. Buyer good and marketable title to the Wastewater
System Assets;

(ii) a Special Warranty Deed for any fee parcels to be conveyed to Buyer as
part of the Wastewater System Assets. Seller will secure title insurance on
such real estate with the cost of the policy being paid by Buyer;

ASSET PURCHASE AGREEMENT
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(iii) a Grant or Assignment of Easements, in a form reasonably satisfactory to
Seller and Buyer and their respective counsel, to convey to Buyer all
easement rights associated with the Wastewater System Assets;

I
(iv) copies of, or the originals of, all of the agreements, contracts,

commitments, leases, plans, bids, quotations, proposals, instruments,
certificates, permits and other instruments belonging to Seller that are part
of or related to the Wastewater System Assets; 1

I

(v) applications for the transfer of permits, if any, as prepared by the Buyer and
reasonably acceptable to the Seller, on standard forms used by applicable
regulatory agencies;

I

(vi) the Assignment and Assumption Agreement; and. '

(vii) such other documents and instruments as may be necessary or reasonably
required by Buyer to effectuate the transaction evlclenced in this

■  agreement, including such documents as are necess^y to convey Seller^s
interest i^^hippoorwill to Buyer.

(b) Buyer shall deliver to Seller the following: |

(0

(ii)

(iii)

(iv)

the purchase price due at Closing pursuant to Section 1.3 of this
Agreement, subject to the terms of Section 2.4:

articles of incorporation and by-laws of the Buyer, and a good standing
certificate of Buyer obtained within thirty (30) days of Closing;

the Assignment and Assumption Agreement;

copies of applications for the minor modification of any permits necessary
for the operation of the Wastewater System Assets, on standard forms used
by applicable regulatory agencies, substituting Buyer for Seller as the
permittee, which applications shall be submitted by Buyer to the applicable
regulatory agency within five (5) days following Closing; and

(v) such other documents and instruments as may be necessary or reasonably
required by Seller to effectuate the transaction evidenced in this agreement.

Simultaneously with such deliveries, all steps shall be taken as may be required to put
Buyer in actual possession and operating control of the Wastewater System Assets, to include
transfer of all permits, if any, at Closing.

ASSET PURCHASE AGREEMENT Page S
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2.2 Proration of ProDertV and Franchise Taxes |

Ad valorem taxes on real and personal property conveyed by Seller to Buyer shall be
prorated on a calendar year basis through the Closing Date. Any existing 'franchise taxes
previously paid by Seller which are assumed by Buyer shall also be prorated based on the period
for which such tax is valid through the Closing Date.

2.3 Transfer of Utilities !
I

The parties will cooperate to transfer utility services used in connection with the
Wastewater System Assets to Buyer as of the Closing Date. In the event service cannot be
transferred in the name of Buyer as of the Closing Dale, the bills shall be prorated as of the
Closing Date.

2.4 Taxes and Clearance Ciertificate

Prior to Closing, Seller shall notify the North Carolina Department of Revenue of the sale
of the Wastewater System Assets and, at Closing, provide Buyer with a tax clearance certificate
from said Department. If Sella^^inable to deliver the foregoing clearance certificate to Buyer at
Closing, then Seller, at Closing, shall deliver to Buyer an estimate prepared by Seller's
independent public accountant of all taxes, contributions, interest and penalties owed by Seller to
the State of North Carolina and its constituent agencies for business conducted and transactions
concluded up to and through Closing, which estimate shall be certified by the preparer as accurate
to the best of the preparer's knowledge after due inquiry. Buyer shall withhold from the Purchase
Price a sum'equal to one and one-half (1-1/2) times the preparer's estimate (the "Tax Clearance
Fund"), which Buyer shall set aside in a separate account, to be released by Buyer to Seller upon
Seller's delivery of the clearance certificate to Buyer. Buyer may close the Tax Clearance Fund
and keep the withheld monies for its own in the event Seller does not deliver the clearance
certificate within fifteen (15) months from.the date of Closing.

2:5 Remedy.

Seller acknowledges that the Wastewater System Assets are unique and not otherwise
available and agrees that, in addition to any other remedy available to Buyer, Buyer may invoke
any equitable remedy to enforce performance hereunder, including, without limitation, the remedy
of specific performance.

2.6 Further Assurances

Each party agrees to execute, acknowledge and deliver to the other party from time to time
such other instruments of sale, conveyance, assignment and transfer and will take such other
actions and execute and deliver such other documents, certifications and fiirther assurances as
such party may reasonably require to vest in Buyer all of Seller's right, title and interest in and to
the Wastewater System Assets and the Assumed Liabilities.

ASSET PURCHASE AGREEMENT Page 6
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3. Conditions Precedent to Closine

Buyer's obligations to close the transaction described in this Agreement shall be
contingent upon the following:

.(a) Seller shall provide a certificate at Closing certifying that (i) the representations of
Seller herein are true and accurate as of Closing Date |and (ii) that Seller has
performed and satisfied all covenants, agreements and conditions that were
required to be performed by it under the Agreement on or before the Closing Dale;

(b) Buyer shall be satisfied, within ten (10) days of the execution of this Agreement,
with the results of its due diligence inspection of the Wastewatcr System Assets,
including any environmental site assessment that Buyer may elect to perform. In
the event Buyer is not satisfied with the results of its due diligence within said 10-
day period, Buyer shall notify Seller in writing on or before the end of such period,
whereupon this Agreement shall automatically terminate, be rendered null and
void and of no further force and effect. Failure of Buyer to notify Seller in writing
as aforesaid shall be deemed to be an approval by Buyer of its due diligence and
satisfaction nf thr^^nditinn. |

. (c) Seller and Buyer and Carolina shall have received all required approvals from
regulatory agencies, including the required approvals of the Commission and
D WQ, to enable Buyer to secure a Certificate of Convenience and Necessity which
will allow it to assume the ownership and operation of the Wastewater System
Assets and to provide wastewater service to Carolina at the rates specified in its
Agreement with Buyer and to Seller's franchised area at the rates presently
authorized for Seller, with the rate base authorized by the Commission being equal
to the total purchase price paid by Buyer to Seller and Carolina.

(d) On the Closing Date, no proceeding shall be pending or threatened before any
court or governmental agency in which it is sought to restrain or prohibit or to
obtain damages or other relief in connection with this Agreement or in the
consummation of the transactions contemplated hereby, and no investigation that
might eventuate in any such suit, action or proceeding shall be pending or
threatened.

(e) There shall be no material adverse change or damage to the condition of the
Wastewater System Assets since the expiration of the 10-day due diligence period
described in Section 3(b).

(f) Buyer shall be satisfied in its reasonable discretion with the results of the title
report regarding the real properly to be acquired hereunder.

(g) Seller shall have been able, through the exercise of its best efforts in good faith, to
acquire ownership of the wastewater collection lines and lift stations located within
the portion of Seller's service area known as "Governors Forest."

ASSET PURCHASE AGREEMENT Page?



4. Reuresentations and Warranties of Seller

In making this instrument. Seller makes the following representations and warranties:

(a) Seller owns the Wastewater System Assets and has good and marketable title to
the Wastewater System Assets, free and clear of all liens and encumbrances,
except as described on Schedule 4fak

(b) Except for the approvals of the Commission and the DWQ and as otherwise
provided herein, neither the execution and delivery of the Agreement by Seller,
nor consummation and performance of the transactions contemplated thereby: (i)
requires the approval or consent of any federal, state, locafor other governmental
body or agency that has not been obtained; (ii) results in the violation of any law,
ordinance or regulation to which Seller is subject; or (iii) results in a violation of
any judgment, order, writ, injunction or decree of any court or of any
governmental official, agency or instrumentality which is applicable to Seller.

(c) Except for the consents of third parties to assignment to Buyer of contracts that are
included in the Ae^ed Liabilities to the extent such consents are required by the
terms of the resp^ive contracts, the execution and delivery of the Agreement and
the performance of the transactions contemplated thereby does not violate, conflict
with or result in the breach (with or without the giving of notice or lapse of time or
both) of any term, condition or provision of any instrument, contract, lease,
agreement, permit, certificate or other document to which Seller is a party, or is
otherwise bound or affected, or by which any of the Wastewater System Assets
may be bound or affected.

I

(d) Except for the approvals and consents described in this Agreement, Seller has full
power and authority to sell, convey, assign, transfer and deliver the Wastewater
System Assets to Buyer as provided in the Agreement.

(e) To Seller's knowledge, there are no pending or threatened claims regarding the
Wastewater System Assets or Seller's ability to transfer the Wastewater System
Assets.

(f) Seller does not know of any events or conditions related to the Wastewater System
Assets that would give rise to any liability under any of the environmental laws.

(g) Except as described on Schedule 4reL Seller does not know of any material
violation of, or material lack of compliance with, any law, ordinance or
government rule or regulation to which the Wastewater System Assets are subject.

(h) Seller does not know of any existing or threatened condition or development which
would have a material adverse effect on the Wastewater System Assets.

(i) Except as disclosed on Schedule 4nL there are no liabilities or obligations of
Seller, either accrued, absolute, contingent or otherwise, relating to the Wastewater
System Assets. For purposes of this Agreement, the term liabilities shall include,
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without limitation, any direct or indirect indebtedness, guaranty, endorsement,
claim, loss, damage, deficiency, cost, expense, obligation or responsibility, either
accrued, absolute, contingent or otherwise.

(i) Except as disclosed on Schedule dfih the Seller is not party to any contract for the
purchase of, or payment for supplies, equipment or for services related to the
Wastewater System Assets, except such contracts that shall not survive Closing or
shall remain Seller's sole responsibility.

(k) Seller is not a party to any contract, commitment or arrangement, which will
survive Closing, with any labor union or other representative of employees with
respect to the Wastewater System Assets.

(1) To Seller's knowledge, all the tangible property included in the Wastewater System
Assets is in good operating condition, except as disclosed on Schedule 4(1).

»

(m) There are no liens, encumbrances or security interests against the Wastewater
System Assets that will not be paid off by Seller at Closing, except as described on
Schedule

5. .Indemnification

6.1 In making this instrument, Buyer makes the following representations and
warranties:

ASSET PURCHASE AGREEMENT
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Seller and Buyer each hereby acknowledges and understands that, following the effective time
of Closing, Buyer shall be responsible for the provision of wastewater service to Carolina and to
the franchise served by Seller. Other than the ̂ ture provision of wastewater service and the other
Assumed Liabilities, Buyer does not and shall not assume or incur liability or obligation of Seller
of any nature whatsoever, express or implied, fixed or contingent. Seller shall indemnify and
hold harmless Buyer and its officers, employees and agents from and against all liabilities and
obligations of Seller, and from any and all claims, actions, judgments and fines arising &om any
misrepresentation or breach of warranty by Seller under this Agreement or related to the
Wastewater System Assets to the extent such claims, actions, etc., involve activities or events that
occurred or originated prior to the effective time of Closing, except for claims, actions, etc., that
arise from or involve activities or events that were conducted by, or result from the actions or
negligence of. Buyer prior to the effective time of Closing. Conversely, Buyer shall indemnify
and hold harmless Seller and its members, numagers, officers, employees and agents from and
against all liabilities and obligations of Buyer, and from and against any and all claims, actions,
Judgments and fines arising from any misrepresentation or breach of warranty by Buyer under this
Agreement or related to the Wastewater System Assets to the extent such claims, actions, etc.,
involve activities or events that occurred or originated after the effective time of Closing or
involve activities or events that were conducted by, or result from the actions or negligence of,
Buyer prior to the effective time of Closing. The indemnification provisions of this Section 5
shall survive the Closing for a period of two (2) years.

1

6. Covenants. Reoresentations and Aereements of Buyer and Conditions Precedent to

Seller's Oblieatlons

Page 9
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(a) Buyer is a North Carolina corporation duly organized and validly existing and is
in good standing under the laws of the State of North Carolina.

(b) Buyer has the requisite power, authority, permits and regulatory authorizations to
own and operate the Wastewater System Assets and to cany on the wastewater
system business after the Closing Date.

(c) Except for the approvals of the Commission and the DWQ and as otherwise
provided herein, neither the execution and delivery of the Agreement by Buyer,
nor consummation and performance of the transactions contemplated thereby (i)
requires the approval or consent of any federal, state, local or other governmental
body or agency that has not been obtained; (ii) results in the violation of any law,
ordinance or regulation to which Buyer is subject; or (iii) results in a violation of
any Judgment, order, writ, injunction or decree of any court or of any
governmental official, agency or instrumentality which is applicable to Buyer.

(d) Except for the consents of third parties to assignment to Buyer of contracts that are
included in theJ^imed Liabilities to the extent such consents are required by the
terms of the resp^ive contracts, the execution and delivery of the Agreement and
the performance of the transactions contemplated thereby does not violate, conflict
with or result in the breach (with or without the giving of notice or lapse of time or
both) of any term, condition or provision of any instrument, contract, lease,
agreement, permit, certificate or other document to which the Buyer is a party, or
is otherwise bound or affected, or by which any of the Wastewater System Assets
may be bound or affected.

(e) Buyer, upon the receipt of regulatory approvals, has the full power and authority to
acquire the Wastewater System Assets as provided in the Agreement.

(f) To Buyer's knowledge, there are no pending or threatened claims regarding the
Wastewater System Assets or Buyer's ability to purchase the Wastewater System
Assets.

(g) Buyer will reimburse Seller on a dollar for dollar basis all costs of future
extensions or expansions as provided for in Section Ufdh

(h) B.i§lj:^ll'-^yfQrSi1:ons^crarepj"acement^or-upgraded-plant-with-a^treatinent:
.350,000 g^lons per^^yJiOcc^ance -_wtElpl^.,and^spe'cifications—'

(^jj3."Ppnstruction-schedule-to be-appro^dlby^Seir^.^HXiarolina^priof tgClosihg;lJ
Lpro^ided"hpweYef,3^r^ BuyeF^fhegihlcdnstriK
r^acementjpr*upgraded plmt'wi^^^ capacity of 35Q;Q,0O ga^
fday2n6,U4t6fi!?lhJ5_days,^er-theXlosmg-Datei.unless-.the-consiruction schedule
approved'by Sjllcr'^d^G^olina"pro^esli^thpiw^^^ ^ ""

6.2 Seller's obligations to close the transaction described in this Agreement shall be
contingent upon the following:

r
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(a) Buyer shall provide a certificate at Closing certifying that
Buyer herein are true and accurate as of Closing Date and
and satisfied all covenants, agreements and conditions that were required to be
performed by it under the Agreement on or before the Closing Date.

(!) the representations of
(ii) Buyer has performed

(b) Seller and Buyer shall have received all required approvals from regulatory
agencies, including the required approvals of the Commission and DWQ, to enable
Buyer to assume the ownership and operation of the Wastewater System Assets
and to provide wastewater service to the public in the Seller's existing franchise
area approved by the Commission and in up to three single-family residential units
on the property currently owned by BB Endeavoirs, 1 LLC that adjoins the
Governors Village subdivision in Chatham County, North Carolina and is located
south and west of the intersection of North Carolina state roads 1726 and 1727, at
the rates currently authorized for Seller.

(c) On the Closing Date, no proceeding shall be pending or threatened before any
court or governmental agency in which it is sought to restrain or prohibit or to
obtain damages or other relief in connection with this Agreement or in the
consummation .c£^e transactions contemplated hereby, and no investigation that
might eventuate any such suit, action or proceedinig shall be pending or
threatened. !

I

I

(d) Seller shall have been able, through the exercise of its best efforts in good faith, to
acquire ownership of the wastewater collection lines and lift stations located within
the portion of Seller's service area known as "Governors Forest."

I

7. Covenants, Representations and Aereements '

7.1 Covenants. Renresentations and Agreements of Seller

Without limiting the other promises expressed or implied on the part of Seller hereunder.
Seller specifically covenants and agrees, as part of the overall transaction set forth in the
Agreement, that all future extensions of the wastewater system prior to Closing, if any, shall be
done by Seller pursuant to the specifications and requirements used by Seller for its previous
installations. Seller shall conduct this work under the supervision and inspection rights of Buyer.
Seller shall bear the cost of these extensions and then convey those assets to Buyer. Buyer will
reimburse Seller the actual cost as provided in Section 1.3fd1.

7.2 Covenants. Representations and Aereements of Buver

(a) Without limiting the other promises expressed or implied on the part of Buyer
hereunder, Buyer specifically covenants and agrees that in the event any
requirement arises under the terms of this Agreement or otherwise for Seller to
acquire an easement for the use of Buyer, Buyer shall permit Seller, at Seller's sole
expense, to condemn such required easement in the name of Buyer consistent with
applicable North Carolina law. I
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(b) After conveyance of the Wastewater System Assets, Buyer shall provide
wastewater service to the residents and other users served or to be served by the
Wastewater System Assets, in accordance with the terms of the related permits as
the same may be amended from time to time, in Seller's existing service area
approved by the Commission, in up to three single-family residential units on the
property currently owned by BB Endeavors, LLC that adjoins the Governors
Village subdivision in Chatham County, North Caroliria ("Governors Village") and
is located south and west of the intersection of North Carolina state roads 1726 and

1727 and in all portions of Governors Village, whether currently developed or to
be developed in the future, whether residential, commercial, office, institutional or
other, that are part of Governors Village pursuant to the teims and conditions of
the conditional use permit for the Govemors Club planned unit development
approved by Chatham County, North Carolina, as the same may be amended from
time to time, including but not limited to the areas of the Govemors Village
subdivision known as "Govemors Village," "Govemors Park," "Govemors
Forest," "Govemors Lake," and the Govemors Village townhoraes, apartments and
commercial areas.

{c) At all times.duii^^hich Buyer operates the Wastewater System Assets, Buyer
shall comply witlKll applicable laws and regulations, including but not limited to
environmental laws.

(d) Buyer shall not discontinue provision of wastewater service to the residents and
other users served by the Wastewater System Assets until the transfer of the
franchise approved by the Commission has became effective or abandonment has
been authorized pursuant to G.S. 62-118.

8. General Provisions

8.1 Notices

Any notice, waiver or other communication which is required or permitted hereunder shall
be in writing and shall be deemed given only if delivered personally or sent by overnight delivery
service or registered or certified mail, postage prepaid, return receipt requested, as follows:

If to Buyer: with a reouired conv to:

Aqua North Carolina, Inc.
202 MacKenan Court

Gary, North Carolina 27511

Attention: Neil R. Phillips, President.

Laurence A. Cobb

Sanford Holshouser LLP

Post Office Box 2447

Raleigh, North Carolina 27602
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If to Seller: with a reauired codv to':

Chatham Water Reclamation Company, LLC Dane L. Vincent
1807 Douglas Drive, 27330 (Courier Deliveries) Homestead Preserve
Post Office Box 3923 27331 (U.S. Mail)
Sanford, North Carolina

Attention: Kirk J. Bradley, President

5 Main Street (Courier Deliveries)
Post Office Box X (U.S. Mail)
Hot Springs, Virginia 24445

and a reauired coov to:

Patrick E. Bradshaw

Bradshaw & Robinson, LLP
128 Hillsboro Street (Courier Deliveries)
Post Office Box 607 (U.S. Mail)
Piltsboro, North Carolina 27312

or to such other address as the addressee may Have specified in a written notice duly given to the
sender as provided herein. Such notice, request, demand, waiver, consent, approval or other
communication will be deemed to have been given as of the date so delivered, or mailed.

8.2 GovemincLaw

This instrument shall be governed by and enforced in accordance with the laws of the
State of North Carolina, without regard to its conflicts of laws provisions.

8.3 Assignment

Either party hereto shall have the right to assign their interest herein to another party only
with the prior written consent of the other party, provided such assignment shall not relieve any
party hereto of liability for its obligations hereunder.

8.4 Contents of Agreement: Parties in Interest: etc.

This Agreement and the other documents referenced herein set forth the entire
understanding of the parties hereto with respect to the transactions contemplated hereby. This
Agreement shall not be amended or modified except by written instrument duly executed by each
of the parties hereto. Any and all previous agreements and understandings between or among any
or all of the parties regarding the subject matter hereof, whether written or oral, are superseded by
this Agreement.

8.5 Binding Effect

All of the tenns and provisions of this Agreement shall be binding upon, inure to the
benefit of and be enforceable by the legal representatives, successors and assigns of Seller or
Buyer.
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8.6 Schedules

2 8

All Schedules referred to herein are intended to be and hereby are specifically made a part
of this Agreement.

8.7 Severabilitv

Any provision of this Agreement that is invalid or unenforceable in any jurisdiction or
under any circumstance shall be ineffective to the extent of such invalidity'or unenforceability
vvithout invalidating or renderiiig unenforceable the remaining provisions hereof, and any such
invalidity or unenforceability in any jurisdiction or under any circumst^ce shall not invalidate or
render unenforceable such provision in any other jurisdiction or under any'other circumstance,
unless, in either event, the involved or unenforceable provision causes this Agreement to fail of its
essential purpose.

8.8 Counterparts

This Agreement may be executed in any number of counterparts and any signatory hereto
may execute any such counterpd^each of which when executed and delivered shall be deemed to
be an original and all of which cowterparts taken together shall constitute but one and the same
instrument. This Agreement shall become binding when one or more counterparts taken together
shall-have been executed and delivered by all signatories. It shall not be necessary in making
proof of this Agreement or any counterpart hereof to produce or account for any of the other
counterparts. !

9. Reeulatorv ApDroval

Within ten (10) business days following the execution of this Agreement, Buyer will
commence a|l necessary actions and file all necessary documents, applications and/or instruments
at the Commission, the DWQ (as required) and such other regulatory agencies as may be required
to secure regulatory approvals required to complete this transaction and diligently pursue such
approval until received. Seller agrees to cooperate with Buyer in connection with such approvals,
including executing any documents or instruments as may be required or producing any
documents requested; however, Seller shall not be obligated to pay any fees, costs or expenses in
connection with the approval processes.

10. Disclaimer

Except as provided in Section 4 hereof:

THE WASTEWATER SYSTEM ASSETS SHALL BE CONVEYED AND
TRANSFERRED TO BUYER "AS-IS, WHERE IS AND WITH ALL PHYSICAL
FAULTS", and [

j

THE SELLER DOES NOT WARRANT OR MAKE ANY REPRESENTATION,
EXPRESS OR IMPLIED, AS TO THE PHYSICAL FITNESS FOR A PARTICULAR
PURPOSE, MERCHANTABILITY, DESIGN, QUANTITY, QUALITY, LAYOUT,
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FOOTAGE, PHYSICAL CONDITION, OPERATION, OR ANY OTHER MATTER
AFFECTING THE PHYSICAL NATURE OF THE ASSETS.

THE SELLER AFTER CLOSING SHALL BE UNDER NO OBLIGATION
WHATSOEVER TO UNDERTAKE ANY REPAIRS, ALTERATIONS, EXPANSIONS,

z.'?

EXTENSIONS OR OTHER WORK OF ANY KIND WITH

PORTION OF THE WASTEWATER SYSTEM ASSETS.

. [Signatures on fpllowing page.]

RESPECT TO ANY
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IN WITNESS WHEREOF, intending to be legally bound, the parties hereto have duly
executed this Agreerhent on the date first above written.

Attest

CHATHAM WATER RECLAMATION COMPANY, LLC
By: GovctoxS Ctiib Limited Partoership, Manager
By: Governors Club Development Corporation,

General Partner >

Kirk ̂ ^radiey
President

Attest: hk

AQUA NORTH CAROLINA,

By:
NeilR.'Pli[lUps L
President
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SchBdulel.1

Delalled Usi of Wastewater Svttem Assets

ChithamWitarRecUiruton Cpinpiny

Riad Aiait D«taI1

Asof03/31i05

3 I

Date In Book Book Book

Atlrt Propirty Daacriptfon Service Cbfll Mathod Period

366 2002 WLP Cap. ̂Ineering 12/31/2002 8.464.x Memo 20

371 Cap. Englneonng 7/31/2003 2.112.00 Memo 25

372 2003 WLP Cap. Englnaerfng 11/1/2003 3.816.00 Memo 25

373 2003 WLF Cap. Engineering 12/31/2003 1.944.00 Memo 25

•  374 2003 WLF Cap. Engineerbig 12/31/2003 1.4X.X Memo 25
364 2004 WIF Cap. Engineering 1/31/2004 1,S44.X Memo 25
387 2004 Wf Cap. Engheering 4/30/2004 . 720.x Memo 25

369 2004 WIF Cap. Engineering 6/30/2004 5X.X Memo 25

390 2004 WLF Cap. Engineering 7/31/2004 . 280.W Memo 25

392 2003 CEGroup Cap Engbeering 9/1/2003 1,170.x Memo 25

396 2004 WLF Cap. Engineering 9/2/2004 216.x Memo 25

Carolina Meadowe Plant Expanilon 22.32IU

GrouD; EaulDmwl

153 Various Equiptn&rt 11/1/1999 1.934.x S/L 7

157 LP Gas Generator 11/1/1999 13.070.00 Sfi 7

354 LiftStstionGV 11/1/1999 , 232.x Sfl. 7
363 Lift Stafton Fence 2/28/2X1 1.650.x S/L 7

365 Auto Dialer x 2/28/2X2 , 651.85 S/L 7

375 Flow Meter 4/300003 3,530.x S/L 7

378- Flow Meter 801/2003 2.233.x Sft. 7

377 Flow Meter 7/31/2003 916.x SA. 7

376 Pump Replacement 1/31/2X3 2.459.x SA. 7

379 Pump R^iaeemsnt 207/2003 2.279.x SA. 7
380 Overioad Relay 9/80X3 443.x SA. 7

381 Lift Station Replacements 7050X3 737.x SA. 7

383 Pump Replacement 12/310X3 3.3X.80 SA. 7
365 DraliUge 2/290004 1,1X.25 SA. 7

388 Street Sign Posts and InstaO 3010004 5.131.32 SA. 7

393 Manhole Rehaliiriatlon 1Q/40004 9,1X.X SA. 7
394 Pump StaOoo Rspaln 1Q/40004 2,96S.X SA. 7

395 Inflow Dishes SyslorHvide supply and Installaten 1Q/40004 5.310.x SA. 7

Equipment 57.niJ2

Greuo: InUnglbltt

355 Organisaiton Cost 25 Year (75%) 11/1/1999 33,0X.X SA. 25

356 Organizatknal Cost 3 Year (25%) 11/1/1999 11.0X.X SA. 3

359 Organization Costs 1/tOOX 1.6X70 S/L 3

360 Bond Renewal S/1/1999 1.SX.X SA. 1

364 LOC renewal 4000X1 1,5X.X SA. 1

388 Development FeaslUllty Cost 4/300004 2,702.40 "SA. 3
391 LOC renewal 7010004 4.0X.X SA. 1

Intangibles 5S.U2.10

Grauo: Plant In Servlct

154 Sewer Equipmenl • Job 3000 11/1/1999 113.766.x SA. 25

155 Sewer Equipment - Job 3100 11/1/1999 415.316.x SA. 25
325 Sewer Equipment 11/1/1999 7X,4S2.X S/L 25
361 aud-4Bdd'l 120100X 6.440.x SA. 25
362 Plant prevent malnl 12010X1 7.272.72 SA. 25
367 AIASIIPH 364 sewer 120100X 10.0X.X S/L 25
366 AIA#12PH 364 sewer 120100X 25,0X.X SA. 25
369 A!A«13PH 364 sewer S/IOXt 22.7X.X SA. 25
370 Plant Addidon 11/1/1X9 89.162.x SA. 25
382 Plant Vault 9000X3 1.255.x SA. 25

Plant In Ser^ce

TOTAL 1.533.1S5J4
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Schedule 1.4 |

ASSIGI^MENXAND-ASSUMPJ^QN^REgMENTr J

THIS ASSIGNMENT AND ASSUMPTION AGREEMENT ("Agreement") is made and
entered into as of the'—rdayof—* -r"—2005 bj^ahd between Chatham Watep
RMVSiationlCoi[h.pahy^ LLC,.a^r^eMbliria l]inited3iabiliiy;cEmp^y,;("A^^^
and ̂ iia NSfhiSarolinaj In^ a North Carolina corporation ("Assignee"). Capitalized
terms used but not otherwise defined herein have the respective meanings attributed
thereto in the Asset Purchase Agreement described below. j

STATEMENT OF PURPOSE: i

A. i^sj^of5nd;AssignedrehtSeHW6;ahAsset.Purcfi|sCAge^«^^ as
of ' "Z ■"2005T'^sset-Purchase2Agreeniei:it"):'^^^^
saIe.of the_Wastewater:System-Assets(as'defmed in the-Asset-Purchase
^gfggi^ntigrfj^signor, which-inciudes th'e'transfer^and;assignmen£by
Assi^pr^.oT^sumed^Eiabiliues^^^ ^e 'A^et PufdKase:
Agreement), pUrsuant-tb-Section4-.4 of-the Asset Purchase-Agreeiiwnt.

B. In^ccordance;;with:Mdj)iffsuaht.\d.S&tio^n>1.4
Agreement,. AssigrionandAs^gne^entermrarhis/Agi^e

NOW THEREFORE, in consideration of the foregoing promises, the
consideration set forth in the Asset Purchase Agreement, and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
agree as follows:

!• Assignment. Assignor assigns and transfers to Assignee all of Assignor*s
right, title and interest in and to, and all of Assignor's duties and obligations under, the
liabilities and obligations, contractual obligations and assumed liabilities described on
Exlubit A attached hereto and incorporated herein by reference.

Notwithstanding the foregoing, no contract shall be deemed to be assigned
to Assignee to the extent that such assignment is prohibited by law or by a valid and
enforceable prohibition to such an assignment contained in such contract until the
necessary waiver or consent (whether express or by acquiescence) to such assignment has
been obtained or such provision has been rendered ineffective or unenforceable by law,
action of the parties or otherwise, whether before or after the Closing Date. Assignor
agrees to use its reasonable best efforts, both before and after the Closing Date: (i) to
obtain all necessary waivers or consents to allow valid assignment of the contracts to
Assignee; (ii) to obtain all necessary consents to terminate the contracts for which
waivers or consents to such assignment cannot, after use of Assignor's reasonable best
efforts, be obtained; and (iii) to subcontract to Assignee, with regard to the contracts for
which waivers or consents to such assignment or tennination cannot, after use of
Assignor's reasonable best efforts, be obtained, all of Assignor's rights and obligations
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under the contract to the extent that such subcontracting is not prohibited by law or by a
valid and enforceable prohibition to such subcontracting contained in!such contracts. In
any event, however, Assignor shall at the request and the expense and under the direction
of Assignee, in the name of Assignor or otherwise, take such action as shall in the
reasonable opinion of Assignee be necessary or proper (a) in order that the rights and
obligations of Assignor under such contracts are preserved for the benefit of Assignee
and (b) to facilitate the collection of monies due and payable and to become due and
payable to Assignor in respect of such contracts, and Assignor shall hold all such monies
in trust for the beneiit of and shall promptly pay such amounts to Assignee, less all
reasonable charges properly allocable thereto incurred by Assignor and approved by
Assignee, which approval shall not be unreasonably withheld, including but not limited to
reasonable marketing, advertising, administrative, transportation and other expenses
associated with the performance of the contracts.

2. Assumption. Assignee hereby agrees (i) to succeed to and to assume and
accept the assignment of the liabilities and obligations, contractual obligations and
assumed liabilities described on Exhibit A, together with all of the Assignor's rights, title
and interest thereunder, to faithfully, timely and fully pay or perform, or cause to
be paid or performed, and omerwise to satisfy and discharge, or cause to be satisfied and
discharged, all of the Assignor's duties and obligations under the liabilities and
obligations, contractual obligations and assumed liabilities that arise or become due or
performable afler the Closing Date.

3. Indemnification. Assignee does hereby agree to indemnify, defend and
hold harmless Assignor at all times from and after the date hereof from and against any
and all claims or damages (including expenses and reasonable attorneys' fees) incurred or
suffered by the Assignor resulting from any failure on the part of Assignee after the date
hereof to discharge or perform those duties and obligations under the liabilities and
obligations, contractual obligations and assumed liabilities.

4. Asset Purchase Acreement. The parties execute this Assignment pursuant
to and in furtherance of the terms and provisions of the Asset Purchase Agreement. It
does not replace, substitute for, expand or extinguish any obligation or provision of the
Asset Purchase Agreement.

5. Entire Aereement. This Agreement constitutes the complete
understanding of the parties with respect to the subject matter set forth herein. This
Agreement may not be amended, altered or modified unless in writing and signed by all
parties hereto. This Agreement shall supersede any prior understanding or agreement to
the contrary, written or oral; however, in the event of conflict with terms in the Asset
Purchase Agreement, the terms of the Asset Purchase Agreement shall control.

[

6. Severabilitv. The unenforceability or invalidity of any provision of this
Agreement shall not affect the validity or enforceability of the remaining provisions
hereof.
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7. Assignabilitv. Neither this Agreement nor any right, remedy, obligation
or liability arising hereunder or by reason hereof shall be assignable by either party
without the prior written consent of the other party. j

8. Waiver. Amendment. Neither this Agreement nor any provisions hereof
shall be modified, changed, discharged or terminated except by an instrument in writing,
signed by the party against whom any waiver, change, discharge or termination is sou^t.

9. ■ Binding Effect. The provisions of this Agreement shall be binding upon
and accrue to the benefit of the parties hereto and their respective heirs, legal
representatives, successors and assigns.

.  10. Governing Law. The provisions of this Agreement shall be construed in
accordance with the laws ofNorth Carolina, without regard to principals governing
conflict of laws.

1

11. Submission to Jurisdiction. Each of the parties hereto hereby consents to
personal jurisdiction and (^£pt as otherwise required by statute or applicable law)
exclusive venue for all acticuw and proceedings relating to this Agreement or the
transactions contemplated hereby in the Superior Court Division of the North Carolina
General Court of Justice in Chatham, Lee and Wake Counties, North Carolina, and in the
United Slates District Court for the Eastem District and the Middle District of North
Carolina.

[Signatures on following page.]
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IN WITNESS WHEREOF, the parties hereto have executed tWs Agreement as of
the date and year first above set forth.

ASSIGNOR:

CHATHAM WATER RECLAMATION

COMPANY, LLC ;

By: Governors Club Limited Partnership, Manager
By: Governors Club Development Corporation,

General Partner

By:
Kirk J. Bradley
President

ASSIGNEE:
'f-

AQUA NORTH CAROLINA, INC.

By:
Neil R. Phillips
President
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Schedule 4(at

Liens and Encumbrances

None known.

3^
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Schedule 4fg)

Violations

Seller does not know of any material violation of, or material lack of compliance
with, any law, ordinance or government rule or regulation to which the Wastewater
System Assets are subject; however, it is possible that such violations or lack of
compliance exist with rega^ to the wastewater treatment facility that is owned by
Whippoorwill that are known to Carolina as the operator of the w^tewater treatment
facility and manager of Whippoorwill that are now known to Seller. ,
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3, Actual ahti ;to-.dvmers;dfr^opeft
s^te;"locaror'otKe"r govemment^'bodS^bfligency-tb-pfoVi£e'.wastewater.coliection
treatment'servi.ces:to"pro'p«fi2tocated-in-all'portions ofjffle.GoYTrnpjra^^lIaMg'subjdiyisi
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to;^e

lapartments andjcommercral areas./

4. Obligations to post any bond, letter or credit or other obligation or security
posted by the owner of the Wastewater System Assets with the Commission or Chatham
County in connection with the operation or construction of the Wastewater System
Assets.

5. All accounts payable of the Seller outstanding and unpaid as of the
effective time of the Closing that were incurred by the Seller in the ordinary course of
business related,to the ownership and operation of the Wastewater System Assets, which
will be included in the calculation of working capital as described in Section 1.3(b) of
this Agreement.

6. All accounts payable of the Seller outstanding and unpaid as of the
effective time of.the Closing that were incurred by the Seller in connection with
wastewater system expansion as described in Section 1.3(d) of this Agreement.

35

Schedule 4())

Liabilities and Oblieatidns

1. Agreement to provide wastewater collection and treatment services to
Charles E. Harris, Sr., et al., pursuant to section 6(b) of an Offer to Purchase and Contract
between Govemors Club Limited Partnership, as buyer, and Charles E. Harris, Sr., et al.,
as sellers, dated August 5, -1996.

I

2. Unwritten agreement with BB Endeavors, LLC to provide wastewater
collection and treatment services to up to three single-family residential units on the
property currently owned by BB Endeavors, LLC that adjoins the Govemors Village
subdivision in Chatham County, North Carolina and is located south and west of the
intersection of North Carolina state roads 1726 and 1727.

ASSET PURCHASE AGREEMENT Page 24



3 1

Schedule 4fi)

Contractual Oblieations

None.
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Schedule 4m

Condition of Assets

None known.
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ASSETS PURCHASE AGREEMENT
FOR THE ACQUISITION OF

THE WASTEWATER SYSTEM ASSETS
OF

CAROLINA MEADOWS, INC.
BY

AQUA NORTH CAROLINA, INC

H 2-

__,^.THIS-.ASSETS PURCHASE AGREEMENT dated Infcgr i 2005 betweenC^ima
lSeadbws7 Ihc.;"a'N6rth Carolina corporation (herein called "Seller"), Aqua North Carolina, Inc.,
a North Carolina corporation authorized to operate as a public utility (herein called "Buyer")and
Aqua America, Inc., a Pennsylvania corporation and parent corporation of Buyer.

RECITALS

Seller and Chatham Water Reclamation, Inc. ("Chatham") are the owners of Whippoorwill LLC
("Whippoorwill"), a North Carolina limited liability company, which owns a wastewater
treatment facility which is used to provide wastewater service to Seller and as part of a .
wastewater treatment system operated byX^hatham to provide wastewater servicC^tllGovemorS'
V^U^d£G5^inors^Village-T6wnhpmes,-^6ovemore^iilageQffi -
rprope:^.1dMeafih'Ch^ County-.Nortli^arbliiiaJ^^jnvwas-aU&^^^ operatethc -
Vystenras-apublicjUtih^bytheNQrACarolinaUtiUfe^
b'peket-No.-W--11 l^S.^Sub "O^d'Sub 1.

Buyer is a regulated public utility that furnishes water and wastewater service to the public in
certain portions of North Carolina. Buyer proposes to purchase Seller's interest in Whippoorwill
together with real property and easements as described more fully below wd to enter into a
similar Agreement to purchase Chatham's interest in Whippoorwill and its wastewater assets.
Buyer will then apply to the Commission for transfer of the franchise from Chatham to it.

Seller desires to sell, and Buyer desires to purchase the Wastewater System Assets (as defined
below), upon the terms and conditions set forth herein.

I

Aqua America, Inc. Desires to join in the execution of this Agreement to guarantee the
obligations of Buyer.

NOW, THEREFORE, in consideration of the recitals and the coyenants, representations,
warranties, and agreements herein contained, and intended to be legally bound hereby, the parties
hereto agree as follows:

1. Sale and Purchase of the Wastewater Svstem Assets



V3

The "Wastewater System Assets" are defined as the assets, properties and rights listed on
Schedule 1.1.

Subject to the terms and conditions hereinafter set forth, the Buyer shall purchase from
Seller, and Seller shall sell, assign, transfer, grant, conv^ and deliver to Buyer, at the Closing
(hereinafter defined) the Wastewater System Assets. ^

The Wastewater System Assets are to be sold free and clear of all mortgages, liens,
pledges, security interest, charges, claims, restrictions and encumbrances of any nature
whatsoever.

1.1 Wastewater Svstem Assets Further Defined

The Wastewater System Assets shall, without limitation to the definition stated above,
include the specific assets, properties and rights set forth in Schedule 1»1.

1.2 Other Attributes of the Wastewater Svstem Assets

The Wastewater Systeip^^ets to be conveyed under this Agreement shall include the
following assets, properties, righs and appurtenances:

(a) those parcels of land and easements, described on Schedule 1»1. together with all
privileges and appurtenances thereto and all plants, buildings, structures, fecilities,
installations, fixtures, betterments, additions and other improvements situated
thereon together with any other easements used or useful in connection therewith
in which Seller has an interest; provided that Buyer agrees not to construct any
pennanent improvements on said parcel of land within 50' of the property line
between Seller and Buyer and will maintain a 50' appropriately landscaped visual
buffer between the treatment facilities and Seller's proper^ line;

(b) all machinery, equipment, and other tangible personal property, including tools,
supplies and inventories associated with the wastewater system in which Seller
has an interest;

O  all rights of Seller which are transferable under any written or oral contract,
agreement, lease, plan, instrument, registration, license, permit, certificate or other
authorization or approval of any nature, or other document, commitment,
arrangement, undertaking, practice or authorization associated with the
wastewater system;

(d) all rights of Seller which are transferable under any easement, right-of-way,
occupancy pennit, and/or license associated with ftie wastewater system;

(e) plans, engineering records, customer service records, including customer records
and data, both in paper form and in electronic form associated with the
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wastewater system in the possession of Seller; and
I

(f) all of Seller's information, files, records, data, plans, system maps, contracts and
recorded knowledge, including property records, related to^ the foregoing.

1.3 Consideration '

The purchase price for the Wastewater System Assets will consist of the following payments:

(a) At Closing, a lump sum payment fi*om Buyer to Seller of Ninety-Five
Thousand Dollars ($95,000).

(b) No contingent payments of any nature whatsoever will be due in addition
to the lump sum payment at Closing.

(c) At Closing, reimbursement of Seller's legal fees not to exceed Two
Thousand Dollag|£2,0Q0). Any additional legal fees shall be the sole
responsibility ©Seller.

(d) As additional consideration. Buyer will fiimish Seller a bulk treatment rate
of $2.50 per 1,000 gallons for a period of five years after Closing. The rate
will increase to a maximum of $5.50 per 1,000 gallons for the three year
period following Buyer's next general rate case after the five year term.
Buyer will install an influent flow meter measuring incoming flow from
the Carolina Meadows Community and will provide the meter reading to
Seller with each billing.

Unless otherwise agreed, the purchase price at Closing shall be paid via wire transfer of
immediately available funds, to the account provided by Seller prior to the Closing.

1.4 Non-Assumotion of Liabilities

With the exception of the obligation to provide wastewater service after Closing and the
assumed liabilities and contractual obligations specified herein, all liabilities and obligations of
Seller shall remain the sole responsibility of Seller. The Buyer shall not assume and shall not be
liable for any liabilities or obligations of Seller of any nature whatsoever, whether express or
implied, fixed or contingent, save and except for the obligation to provide said utility service.
Buyer shall not be responsible for any business, occupation, withholding or similar tax, or for any
income, sales, use, value-added or similar taxes related to any period, or transaction occurring
during any period, before the Closing Date.

I

2. Closing

Closing hereunder ("the Closing") shall take place at the offices of the Attorney for Buyer at

I  '
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219 Fayetteville Street, Suite 1000, commencing at 10:00 a.m. local time, on or before the fifteenth
calendar day after the transfer of the Qiatham franchise is approved by the' Commission or at such
other place or on such later date as mutually agreed to by the parties. Application for such approval
shall be filed by Chatham and Buyer within thirty (30) days of the execution of the agreement
between Buyer and Chatham. The Closing will be done simultaneously with the Closing with
Chatham, or immediately thereafter. The effective time of the Closing shall be 12:01 a.m. on the day
following the Closing Date.

2.1 Items to Be Delivered at Closing

At or prior to Closing and subject to the terms and conditions herein contained:

(a) Seller shall deliver to Buyer the following:

(I) a Bill of Sale and other instruments and documents of conveyance and
transfer, all in form reasonably satisfactory to Seller and Buyer and their
respective counsel, as shall be necessary and effective to transfer and assign to,
and vestj^^yer good and marketable title to the Wastewater System Assets;

(ii) a Special Warranty Deed for the fee parcel to be conveyed to Buyer as part of
the Wastewater System Assets. Seller will assist Buyer in securing a
standard title insurance policy on such real estate with the title examination
fees and the cost of the policy being paid by Buyer;

(iii) a Grant or Assignment of Easements, in a form reasonably satisfactory to
Seller and Buyer and their respective counsel, to convey to Buyer all easement
rights associated with the Wastewater System Assets.

(iv) copies of, or the originals of, all of the agreements, contracts,
commitments, leases, plans, bids, quotations, proposals, instruments,

certificates, pennits and other instruments belonging to Seller that are
part of or related to the Wastewater System Assets;

(v) applications for the transfer of pennits, if any, as prepared by the Buyer on
standard forms used by applicable regulatory agencies.

(vi) Seller shall also deliver such other documents and instruments as may be
necessary or required to effectuate the transaction evidenced in this
agreement, including such documents as are necessary to convey Seller's
interest in Whippoorwill to Buyer.

(b) Buyer shall deliver to Seller the following:
I

(I) the purchase price due at Closing pursuant to Section 1.3 ofthis Agreement;
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(ii) articles ofiDcoiporation and by-laws of Buyer, agood standing certiricate of
Buyer obtained within thirty (30) days of Closing,'the most recent annual
report of Aqua America, Inc., and evidence ofappropriate corporate approvals;

(iii) Buyer shall also deliver such other documents and instruments as may be
necessary or required to effectuate the transaction evidenced in
this agreement.

Simultaneously with such deliveries, all steps shall be taken as may be required to put Buyer
in actual possession and operating control ofthe Wastewater System Assets, to include transfer ofall
permits, if any, at Closing.

2.2 Proration of Prouertv Taxes

Ad valorem taxes on real and personal property conveyed by Seller to Buyer shall be prorated on
a calendar year basis through the Closing Date.

2.3 Remedy

Seller acknowledges that the Wastewater System Assets are unique and not otherwise
available and agrees that, in addition to any other remedy available to Buyer, Buyer may invoke
any equitable remedy to enforce performance hereunder, including, without limitation, the remedy
of specinc performance.

2.4 Further Assurances

Seller will execute, acknowledge and deliver to Buyer from time to time such other
instruments of sale, conveyance, assignment and transfer and will take such other actions and execute
and deliver such other documents, certifications and further assurances as Buyer may reasonably
require to vest in Buyer all of Seller's right, title and interest in and to the Wastewater System Assets.

3. Conditions Precedent to Closine

The Closing of the transaction shall be contingent upon the following:

()(a Seller shall provide a Certificate at Closing certifying that (a) the representations of
Seller herein are true and accurate as of Closing Date and (ii) that Seller has
performed and satisfied all covenants, agreements and conditions that were required to
be performed by it under the Agreement on or before the Closing Date;

(b) Buyer shall be satisfied, within ten (10) days ofthe execution of this Agreement, with
the results of its due diligence inspection of the Wastewater System Assets,
including any environmental site assessment that Buyer may elect to perform. In the

event Buyer is not satisfied with the results of its due diligence within said 10-day
period, Buyer shall notify Seller in writing on orbefore the md of such period.
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whereupon this Agreement shall automatically terminate, be rendered null and void
and of no further force and effect, and the parties shall have no liabilities or

obligations to each other. Failure of Buyer to notify Seller in writing as aforesaid
shall be deemed to be an approval by Buyer of its due diligence ̂ d satisfaction
of this condition.

(c) Seller and Buyer and Chatham shall have received all required ^rovals from
reguiatoiy agencies, including the required approvals of the Commission, to enable
Buyer to secure a Certificate of Convenience and Necessity which will allow it to
assume the ownership and operation ofthe Wastewater System Assets and to provide
wastewater service to Seller at the rates specified herein and to Chatham's fiunchised
area at the rates presently authorized for Chatham, with the rate base authorized by the
Commission being equal to the total purchase price paid by Buyer to Seller and
Chatham.

(d) On the Closing Date, no proceeding shall be pending or threatened before any court or
governmental agency in which it is sought to restrain or prohibit or to obtain damages
or other relief m^nnection with this Agreement or in the consummation of the
transactions contemplated hereby, and no investigation that might eventuate in any
such suit, action or proceeding shall be pending or threatened.

(e) There shall be no material adverse change or damage to the condition of the
Wastewater System Assets.

(f) Buyer shall be satisfied in its reasonable discretion with the results of the title report
regarding the real property to be acquired hcreundcr.

(g) Seller shall have approved in writing Buyer's plans and specifications and construction
schedule for the upgraded plant referred to in Section 6 fg).

4. ReDresentations and Warranties of Seller

In making this instrument, Seller makes the following representations and wairanties:

(a) Seller, or Whippoorwill (as detailed on Schedule 1.11 owns the Wastewater System
Assets and has good and marketable title to the Wastewater System Assets, fiee
and clear of all liens and encumbrances, except for liens to lenders which will be
released on or before Closing.

(b) Except as otherwise provided herein, including Schedule 4 fbl. neither the
execution and delivery of the Agreement by Seller, nor consummation
and performance of the transactions contemplated thereby (a) requires the
approval or consent of any federal, state, local or other governmental body
or agency that has not been obtained; (ii) results in the violation of any law,
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ordinance or regulation to which Seller is subject; or (iii) results in
a violation of any judgment, order, writ, injunction or decree of any court or of
any governmental official, agency or instrumentality which is applicable to
Seller.

I

(c) The execution and delivery of the Agreement and the performance of the
transactions contemplated thereby does not violate, conflict with or result in the
breach (with or widiout the giving of notice or lapse of time or both) of any term,
condition or provision of any instrument, contract, lease, agreement, permit,
certificate or other document to which Seller is a party, or is otherwise bound

or affected, or by which any of the Waslewater System Assets may be bound
or affected.

(d) Seller has full power and authority to sell, convey, assign, transfer and
deliver the Wastewater System Assets to Buyer as provided in the Agreement.

(e) To the best of Seller's knowledge, there are no pending or threatened claims
regarding the V^g^ater System Assets or Seller's ability to transfer the
Wastewater Sysi&n Assets.

(f) Seller does not know or have reason to know of any events or conditions
related

to the Wastewater System Assets that would give rise to any material liability
under any of the environmental laws.

(g) Seller does not know or have reason to know of any material violation of, or
material lack of compliance with, any law, ordinance or government rule or
regulation to which the Wastewater System Assets are subject.

(h) Seller does not know or have reason to know of any existing or threatened
condition, which would have a material adverse effect on the
Wastewater System Assets.

(I) Except as disclosed on Schedule 4fah there are no liabilities or obligations of
Seller, either accrued, absolute, contingent or otherwise, relating to the
Wastewater System Assets. For purposes of this Agreement, the term liabilities
shall include, without limitation, any direct or indirect indebtedness, guaranty,
endorsement, claim, loss, damage, deficiency, cost, expense, obligation or
responsibility, either accrued, absolute, contingent or otherwise.

0) Except as disclosed on Schedule 4(11. the Seller is not party to any
contract for ;

the purchase of, or payment for supplies, equipment or for services related to the
Wastewater System Assets, except such contracts that shall not survive Closing

or



shall remain Seller's sole responsibility.

(k) Seller is not a party to any contract, commitment or arrangement, which will
survive Closing, with any labor union or other representative of employees with
respect to the Wastewater System Assets.

(1) There are no liens, encumbrances or security interests against the Wastewater
System Assets that will not be paid off or released by Seller at Closing.

5. Indemniflcation

Seller and Buyer each hereby acknowledge and understand that, following the elective time of
Closing, Buyer shall be responsible for the provision of wastewater service to Seller and to the
franchise served by Chatham. Other than the future provision ofwastewater service, Buyer does not
and shall not assume or incur liability or obligation of Seller of any nature whatsoever, express or
implied, fixed or contingent. Seller shall indemnify and hold harmless Buyer and its officers,
employees and agents from and against all liabilities and obligations of Seller, and from any and all
claims, actions, judgments arising from any misrepresentation or breach of warranty by
Seller under this Agreement or iS^ted to the Wastewater System Assets to the extent such claims,
actiohsj etc., involve activities or events that occurred or originated prior to the effective time of
Closing. Conversely, Buyer shall indemnify and hold harmless Seller and its officers, employees and
agents from and against all liabilities and obligations of Buyer, and from and against any and all
claims, actions, judgements and fines arising from any misrepresentation or breach of warranty by
Buyer under this Agreement or related to the Wastewater System Assets to the extent such claims,
actions, etc., involve activities or events that occurred and originated after the effective time of
Closing. The indemnification provisions of this Section 5 shall survive the Closing for a period of
two (2) years; provided, any claims relating to the provision of wastewater service to Seller shall
survive for the applicable statute of limitations under North Carolina law.

6. Covenants. Renresentations and Asreements of Buyer ,

(a) Buyer is a North Carolina corporation duly organized aiid validly existing and is in
good standing under the laws of the State of North Carolina.

(b) Buyer has the requisite power and authority to own and operate the type of system
assets that are being acquired pursuant to this Agreement.

(c) Except as otherwise provided herein, neither the execution and delivery of the
Agreement by Buyer, nor consummation and performance of the transactions
contemplated thereby (a) requires the approval or consent of any federal, state,
local or other governmental body or agency that has not been obtained;
(ii) results in the violation of any law, ordinance or regulation to which Buyer is
subject; or (iii) results in a violation of any judgment, order, writ, injunction or
decree of any court or of any governmental official, agency or instrumentality which

is applicable to Buyer.
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(d) The execution and delivery ofthe Agreement and the perforrnance of the transactions
contemplated thereby does not violate, conflict with or result in the breach (with or
without the giving of notice or lapse of time or both) of any tenn, condition or
provision of any instrument, contract, lease, agreement, permit, certificate or
other document to which the Buyer is a party, or is otherwise bound or affected, or
by which any of the Wastcwatcr System Assets may be bound or affected.

(e) Buyer, upon the receipt of regulatory approvals, has the full power and authority
to acquire the Wastewatcr System Assets as provided in the Agreement.

(f) Buyer will reimburse Seller or Chatham on a dollar for dollar basis all costs of future
extensions or expansions as provided for in Section 7b.

(g) ^^r-'Wll.payjfof ahdx^hstfgcTa r^facement or-'Up _J
capacity. of.350i00 gallons.per daym'accoidaiice with'plans'ahd;Sp,wif5jcations.an^

c^^ctidnschedule"toJbe appnSy^'by^Iler and^Ghatham prior^toClosihg.'— .

~  - •(ii) B^erwUfguarmSJeScUe^atreatmenti'^a^d
D^Cember'3r,2008:„If Seller not n6tified3uyerpf My "expansion plans prior to'
Janui^ l2.^G09,-the gua^tced capacity.will beteduced:td 90,000 gallons pw day^
and slull remain at such irate,.until such time as a change is mutu^ly agreed to iiT^ ^
wnting-by'Buyer and-Seller.

(I) Buyer is currently operating the Wastewaler System Assets, and Buyer has had the
opportunity to satisfy itself as to the operating condition of the assets.

Ci) After Closing. Buyer will provide Seller with access to all contracts, certificates,
plans, engineering records, maps and other documents related to the Wastcwatcr
System Assets as Seller may reasonably need. Seller, at its cost and expense, may
make copies of any such documents as needed.

7. Covenants. RepresentatioDs and Aereements of Seller

Without limiting the other promises expressed or implied on the part of Seller hereunder,
Seller specifically covenants and agrees to the following items as part of the overall transaction
set forth in the Agreement:

(a) Seller shall proceed to obtain the subdivisions, if any, on a timely basis prior to the
scheduled Closing date, of the parcels of land that are to be conveyed to Buyer as
set forth in Schedule 1.1 of this Agreement relating to the components of real
estate included in the Wastewatcr System Assets.

(b) Upon Buyer's request, Seller will apply to the Corp of En^neers for a transfer of
the existing outflow pipeline easement from Seller to Buyer. If required by the
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Corp of Engineers, Seller will maintain the existing 3.29^ acre conservation
easement with the North Carolina Wildlife Resources Conmiission. Otherwise,
Buyer will be responsible for payment of all costs associated with such transfer.

8. General Provisions

8.1 Notices

Any notice, waiver or other communication which is required or permitted hereunder shall be
in writing and shall be deemed given only ifdelivered personally or sent by overnight delivery service
or registered or certified mail, postage prepaid, return receipt requested, as follows:

If to Buyer:

Aqua North Carolina, Inc.
202 MacKenan Court

Gary, North Carolina 27511

Attention; Neil R. Phiiiips,'3feident.

If to Seller:

Carolina Meadows, Inc.
lOOCarolina Meadows

Chapel Hill, North Carolina 27517-8505

Attention: Rob Boening, Executive Director

with a reauired codv to:

Laurence A. Cobb

Sanford Holshouser LLP

Post Office Box 2447

Raleigh, North Carolina 27602

with a reauired codv to:

Reich L. Welbom

Moore & Van Allen, PLLC

430 Davis Drive, Suite 500
Morrisville, North Carolina 27560

or to such ofiier address as the addressee may have specified in a written notice duly given to the
sender as provided herein. Such notice, request, demand, waiver, consent, approval or other
communication will be deemed to have been given as of the date so delivered, or mailed.

8.2 Govemine Law

This instrximent shall be governed by and enforced in accordance with the laws ofthe State of
North Carolina.

8.3 Restrictions on Assienment

Neither party hereto shall have the right to assign their interest herein to another party, without
the prior written consent ofthe other party. Any approved assignment (I) shall be in writing, with the
assignee assuming all obligations hereunder, and (ii) such assignment shall not relieve any party
hereto of liability for its obligations hereunder.
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This Agreement sets forth the entire understanding of the parties hereto with respect to the
transactions contemplated hereby. This Agreement shall not be amended or modified except by
written instrument duly executed by each of the parties hereto. Any and all previous agreements
and understandings between or among any or all of the parlies regarding the subject matter hereof,
whether written or oral, are superseded by this Agreement

8.5 Binding Effect

All of the terms and provisions of this Agreement shall be binding upon, inure to the
benefit of and be enforceable by the legal representatives, successors and assigns of Seller or
Buyer.

8.6 Attachments and Schedules

All Attachments and Schedules referred to herein are intended to be and hereby are
specifically made a part of tMs^^^cment.

8.7 Severabilitv

Any provision of this Agreement that is invalid or unenforceable in any jurisdiction or
under any circumstance shall be ineffective to the extent of such invalidity or unenforceability
without invalidating or rendering unenforceable the remaining provisions hereof, and any such
invalidity or unenforceability in any jurisdiction or under any circumstance shall not invalidate or
render unenforceable such provision in any other jurisdiction or under any other circumstance,
unless, in either event, the involved or unenforceable provision causes this Agreement to fail of its
essential purpose.

8.8 Counterparts

This Agreement may be executed in any number of counterparts and any signatory hereto
may execute any such counterpart, each of which when executed and delivered shall be deemed to
be an original and all of which counterparts taken together shall constitute but one and the same
instrument. This Agreement shall become binding when one or more counterparts taken together
shall have been executed and delivered by all signatories. It shall not be necessary in making
proof of this Agreement or any counterpart hereof to produce or account for any of the other
counterparts.

9. Regulatory AoDroval

Within ten (10) business days following the execution of the agreement between Buyer and
Seller, Buyer will commence all necessary actions and file all necessary documents, applications
and/or instruments at the Commission and such other regulatory agencies as maybe required to secure
regulatory approvals required to complete this transaction and diligently pursue such approval until
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received. Seller agrees to cooperate with Buyer in connection with such approvals, including
executing any documents or instruments as may be required or producing any documents requested;
however, Seller shall not be obligated to pay any fees, costs or expenses in connection with the
approval processes. .

10. Disclaimer

Except as provided in Section 4 hereof:

THE ASSETS SHALL BE CONVEYED AND TRANSFERRED TO BUYER

"AS-IS, WHERE IS AND WITH ALL PHYSICAL FAULTS", and

THE SELLER DOES NOT WARRANT OR MAKE ANY REPRESENTATION,
EXPRESS OR IMPLIED, AS TO THE PHYSICAL nXNESS FOR A PARTICULAR

PURPOSE, MERCHANTABILITY, DESIGN, QUANTITY, QUALITY, LAYOUT,
FOOTAGE, PHYSICAL CONDITION, OPERATION, OR ANY OTHER MATTER
AFFECTING THE PHYSICAL NATURE OF THE ASSETS.

THE SELLER AFtS? CLOSING SHALL BE UNDER NO OBLIGATION
WHATSOEVER TO UNDERTAKE ANY REPAIRS, ALTERATIONS OR OTHER WORK
OF ANY KIND WITH RESPECT TO ANY PORTION OF THE WATER SYSTEM ASSETS.
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IN WITNESS WHEREOF, intending to be legally bound, the parties hereto have duly executed
this Agreement on the date first above written Aqua America, Inc. joins in this Agreement to
guarantee the obligations of Aqua North Carolina, Inc., including the obligations under the contract
referred to in Section 2.1 (bXiiiV

■  J ""

CAROLINA MEADOWS, INC.

By; Eo-l)
Rob Boening
Executive Director

Attest

AQUA NORTH CAROXENa;vII^G.

By: A.,
L«-paiu^ [ / fV
President '

AQUA AMERICA, INC.

Attest: By:
Richard D. Hugus
Regional President
Aqua America - South



IN WITNESS WHEREOF, intending to be legally bound, the parties hereto have duly executed
this Agreement on the date Rrst above written Aqua America. Inc. joins In this Agreement to
guarantee the obligations ofAqua Noilh Carolina, Lk., including the obligations under the contract
referred to in Section 2;1 (b)IUi).

UjiW)'"
Attest:

CAROIJNA MEADOWS, INC.

By:
Rob Boening
Executive Director

AQUA NORTH CAROLINA, INC.

By:
^  hjifil

President

i.Phii% (Mr

AQUA AMERICA, INC.

By; llyA^LJUO
Richard D. Kugus /Richard D. Kugus
Regional President
Aqua America - South

J 5
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Dear Aqua Customer:

As we move Into the New Year, I want to make sure you are up to date on Improvements
we've made to strengthen our water and wastewater systems, challenges we are addressing,
and plans for the future.

Since 2014, Aqua North Carolina has Invested nearly $94 million in numerous water and
wastewater projects throughout the state. In your region, the rates our customers pay have
gone towardr$4978.-m'fUlon In system repairs and improvements aimed at enhancing water
quality and the service we provide. Examples of completed projects Include:

•  Installation of new filters to address naturally occurring Iron and manganese, and
Improve water quality

• Wastewater treatment plant repairs and Improvements to prevent overflows, prptect
local waterways, and to comply with new regulatory requirements

•  Repairs and replacement of aging Infrastructure to improve water quality and flow
pressure, and increase system reliability

• Water treatment facility upgrades to provide system redundancy, expand capacity,
ensure adequate water supply, and prevent service Interruptions

• Wastewater system repairs and Improvements to prevent sewage backups
• Meter replacements to ensure accurate billing based on actual usage versus those

based on estimated usage

As we look to the future, we will continue to focus on addressing the Iron and manganese that
exists naturally in the groundwater. While these minerals don't affect health, they can make
water look orange or brown and affect the way It tastes and smells.

Working coUaboratlvely with our state regulators, we have developed a plan for carrying out
our water quality improvement program:

•  For systems with high levels of Iron and manganese, new filtration treatment will be
installed. Our goal Is to Install new filtration treatment within a reasonable timeline.
The wells that need It most will see filtration added within the next five to seven years.
Installations will be prioritized based on the amount of compounds in the water.

•  Areas with moderate levels will be treated with a process to improve overall water
aesthetics and continue to be assessed to determine if filtration Is also needed.

•  Systems with little to no iron and manganese presence will be monitored and treated
as needed.

I

All systems will be monitored on an ongoing basis to help ensure safety and overall quality of
the water source. We will also employ an aggressive water quality operations plan to help
make'sure water consistently flows clear. That will mean an increase in scheduled system



flushing in many communities and a robust tank-cleaning program that spans our operation
across the state. i

).
'  I

Throughout the coming months, we will be sharing additional Information about the water
quality plan and other system improvements. You can be assured that the rates you pay are
going toward the water and/or wastewater system improvements that we know are a high
priority for you and your community.

To keep you updated as we move ahead, we have also created a website focused on the
water quality Improvements we're making - www.ncwaterqualitv.com. Once there, please
sign up to receive updates about our work so you can stay Informed.

I

At Aqua, our mission is to protect and provide Earth's most essential resource. I am excited

to be rolllng-out this plan to systematically address aesthetic water quality issues due to the
naturally occurring Iron and manganese In many well water systems today. We are also
committed to ongoing system enhancements to Improve both the quality of water and
reliability of service. Aqua's management and staff are always here to assist you. if you have
any questions, please contact us at 877.987.2762.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina



Dear Aqua Customer: j
I

As we move Into the New Year, I want to make sure you are up to date on improvements t
we've made to strengthen our water and wastewater systems, challenges we are addressing, j
and plans for the future. |

Since 2014, Aqua North Carolina has invested nearly $94 million In numerous water and
wastewater projects throughout the state. In your region, the rates our customers pay have
gone towardi$Z3'^$3nilllon in system repairs and improvements aimed at enhancing water
quality and the service we provide. Examples Include:

•  niter upgrades to address naturally occurring Iron and manganese, and Improve water
quality

•  Repairs and replacement of aging Infrastructure to improve water quality and flow
pressure, and increase system reliability

• Water treatment facility upgrades to provide system redundancy, expand capacity,
ensure adequate water supply, and prevent service Interruptions

• Wastewater treatment plant repairs and improvements to prevent overflows, protect
local waterways, and to comply with new regulatory requirements

• Wastewater system repairs and Improvements to prevent sewage backups

As we look to the future, we will continue to focus on addressing the iron and manganese that
exists naturally In the groundwater. While these minerals dont affect health, they can make
water look orange or brown and affect the way it tastes and smells.

Working collaboratively with our state regulators, we have developed a plan for carrying out
our water quality Improvement program:

•  For systems with high levels of iron and manganese, new filtration treatment will be
Installed. Our goal Is to Install new filtration treatment within a reasonable timeline.
The wells that need It most will see filtration added within the next five to seven years.
Installations will be prioritized based on the amount of compounds In the water.

• Areas with moderate levels will be treated with a process to improve overall water
aesthetics and continue to be assessed to determine If filtration Is also needed.

•  Systems with little to no Iron and manganese presence will be monitored and treated
as needed.

All systems will be monitored on an ongoing basis to help ensure safety and overall quality of
the water source. We will also employ an aggressive water quality operations plan to help
make sure water consistently flows clear. That will mean an Increase in scheduled system
flushing in many communities and a robust tank-cleaning program that spans our operation
across the state.



Throughout the coming months, we will be sharing additional information about the water
quality plan and other system Improvements. You can be assured that the rates you pay are
going toward the water and/or wastewater system Improvements that we know are a high
priority for you and your community. |

To keep you updated as we move ahead, we have also created a website focused on the
water quality improvements we're making - www.ncwaterqualllv.com. Once there, please
sign up to receive updates about our work so you can stay informed.

At Aqua, our mission is to protect and provide Earth's most essential resource. I am excited
to be rolling-out this plan to systematically address aesthetic water quality Issues due to the
naturally occurring iron and manganese In many well water systems today. We are also
committed to ongoing system enhancements to improve both the quality of water and
reliability of service. Aqua's management and staff are always here to assist you. If you have
any questions, please contact us at 877.987.2782.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina



Dear Aqua Customer:

As we move Into the New Year, I want to make sure you are up to date on Improvements
we've made to strengthen our water and wastewater systems, challenges we are addressing,
and plans for the future.

Since 2014, Aqua North Carolina has invested nearly $94 million In numerous water and
wastewater projects throughout the state, in your region, the rates our customers pay have
gone towardf^S^S-iSllion In system repairs and Improvements aimed at enhancing water
quality and the service we provide. Examples include:

•  Repairs and replacement of aging Infrastructure to improve water quality and flow
pressure, and increase system reliability

•  Filter upgrades to address naturally occurring iron and manganese, and improve water
quality

• Water treatment facility upgrades to provide system redundancy, expand capacity,
ensure adequate water supply, and prevent service interruptions

• Wastewater system repairs and improvements to prevent sewage backups

As we look to the future, we will continue to focus on addressing the iron and manganese that
exists naturally in the groundwater. While these minerals don't affect health, they can make
water look orange or brown and affect the way it tastes and smells.

Working collaboratively with our state regulators, we have developed a plan for carrying out
our water quality improvement program:

•  For systems with high levels of iron and manganese, new filtration treatment will be
installed. Our goal is to install new filtration treatment within a reasonable timeline.
The wells that need It most will see filtration added within the next five to seven years.
Installations will be prioritized based on the amount of compounds In the water.

•  Areas with moderate levels will be treated with a process to improve overall water
aesthetics and continue to be assessed to determine if filtration is also needed.

•  Systems with little to no iron and manganese presence will be monitored and treated
as needed.

All systems will be monitored on an ongoing basis to help ensure safety and overall quality of
the water source. We will also employ an aggressive water quality operations plan to help
make sure water consistently flows clear. That will mean an increase in scheduled system
flushing in many communities and a robust tank-cleaning program that spans our operation
across the state.

Throughout the coming months, we will be sharing additional Information about the water
quality plan and other system improvements. You can be assured that the rates you pay are



going toward the water and/or wastewater system Improvements that vve know are a high
priority for you and your community. !

To keep you updated as we move ahead, we have also created a website focused on the
water quality improvements we're making - wwrw.ncwateraualitv.com. Once there, please
sign up to receive updates about our work so you can stay Informed.

At Aqua, our mission is to protect and provide Earth's most essential resource. I am excited
to be rolling-out this plan to systematically address aesthetic water quality issues due to the
naturally occurring iron and manganese In many well water systems today. We are also
committed to ongoing system enhancements to Improve both the quality of water and
reliability of service. Aqua's management and staff are always here to assist you. If you have
any questions, please contact us at 877.967.2782.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina



Dear Aqua Customer:

As we move into the New Year, I want to make sure you are up to date on Improvements
we've made to strengthen our water and wastewater systems, challenges we are addressing,
and plans for the future.

Since 2014, Aqua North Carolina has Invested nearly $94 million In numerous water and
wastewater projects throughout the state. In your region, the rates our customers pay have
gone towardS^ijl^rillUon in system repairs and improvements aimed at enhancing water quality
and the service we provide. Examples Include:

• Wastewater treatment plant repairs and Improvements to prevent overflows, protect
local waterways, and to comply with new regulatory requirements

• Wastewater system repairs and Improvements to prevent sewage backups
•  Repairs and replacement of aging infrastructure to improve water quality and flow

pressure, and Increase system reliability
• Water treatment facility upgrades to provide system redundancy, expand capacity,

ensure adequate water supply, and prevent service interruptions

As we look to the future, we will continue to focus on addressing the Iron and manganese that
exists naturally in the groundwater. While these minerals don't affect health, they can make
water look orange or brown and affect the way It tastes and smells.

Working collaboratively with our state regulators, we have developed a plan for carrying out
our water quality Improvement program:

t  For systems with high levels of Iron and manganese, new filtration treatment will be
installed. Our goal Is to install new filtration treatment within a reasonable timeline.
The wells that need It most will see filtration added within the next five to seven years.
Installations will be prioritized based on the amount of compounds In the water.

•  Areas with moderate levels will be treated with a process to improve overall water
aesthetics and continue to be assessed to determine If filtration Is also needed.

■  Systems with little to no iron and manganese presence will be monitored and treated
as needed.

All systems will be monitored on an ongoing basis to help ensure safety and overall quality of
the water source. We will also employ an aggressive water quality operations plan to help
make sure water consistently flows clear. That will mean an Increase In scheduled system
flushing in many communities and a robust tank-cleaning program that spans our operation
across the state.

Throughout the coming months, we will be sharing additional information about the water
quality plan and other system improvements. You can be assured that the rates you pay are



going toward the water and/or wastewater system Improvements that we know are a high
priority for you and your community.

To keep you updated as we move ahead, we have also created a website focused on the
water quality Improvements we're making - www.ncwaterQualltv.com. Once there, please
sign up to receive updates about our work so you can stay informed.

At Aqua, our mission Is to protect and provide Earth's most essential resource. I am excited
to be rolllng-out this plan to systematically address aesthetic water quality issues due to the
naturally occurring Iron and manganese in many well water systems today. We are also
committed to ongoing system enhancements to Improve both the quality of water and
reliability of service. Aqua's management and staff are always here to assist you. If you have
any questions, please contact us at 877.987.2782.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina
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Dear^Brayton'PaflTCustomer:

At Aqua North Carolina, water quality and continuous service are our highest priorities. We strive every
day to listen to you, our customer, and invest in system improvements and enhancements that benefit our
customers and their daily lives.

Since 2014, Aqua North Carolina has invested approximately $94 million in water and wastewater system
repairs and improvements throughout the state. Examples include:

•  Filter installations and upgrades to address naturally occurring iron and manganese, and improve
water quality

•  Wastewater treatment plant repairs and improvements to prevent overflows, protect local
waterNvays, and to comply with new regulatory requirements

•  Repairs and replacement of aging infrastructure to improve water quality and flow pressure, and
increase system reliability

•  Water treatment facility upgrades to provide system redundancy, expand capacity, ensure
adequate water supply, and prevent ser\'ice interruptions

•  Meter replacements to ensure accurate billing based on actual usage versus those based on
estimated usage

[F6rjBSyt'on;Parkr.the:rates:you~pay havi,gbneToward repairs'and'improv^ including: _ ̂  ,
' • lifstallalibn'of a'new water filter tO'"addressmamiairy'6ccurring*inwjnd'manganwe,.rahU'im|^^^^

Ovater-quality
•  {^rir/rea^^lranlfrclehniri'g^o-addrcss-naturallv-occurringiironahE.mangaheseirand-imprpve^^

giualityl?

The rates you pay will also go toward the installation of an additional new water filter to improve water
quality. These system investments are part of our water quality improvement program to address the iron
and manganese that exists naturally in the groundwater. While these minerals don't affect health, they can
make water look orange or brown and affect the way It tastes and smells.

Working collaboratively with our state regulators, our program includes:
•  For systems with high levels of iron and manganese, new filtration treatment will be installed.

Our goal is to install new filtration treatment within a reasonable timeline. The wells that need it
most will see filtration added within the next five to seven years. Installations will be prioritized
based on the amount of compounds in the water.

•  Areas with moderate levels will be treated with a process to improve overall water aesthetics and
continue to be assessed to determine if filtration is also needed.

•  Systems with little to no iron and manganese presence will be monitored and treated as needed.

All systems will be monitored on an ongoing basis to help ensure safety and overall quality of the water
source. We will also employ an aggressive water quality operations plan to help make sure water
consistently flows clear. That will mean an increase in scheduled system flushing in many communities
and a robust tank-cleaning program that spans our operation across the state. j



At Aqua North Carolina* we are also committed to ongoing system enhancements to improve both the
quality of water and reliability of service. For more information, please visit www.ncwaterqualltv.com
and sign up to receive updates about our work so you can stay informed, or please contact us at
877.987.2782.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina
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Dear Brandon Station, Still Water Landing, Stonehenge, and Wildwood Green Customers:

At Aqua North Carolina, water quality and continuous service are our highest priorities. We strive every
day to listen to you, our customer, and invest in system improvements and enhancements that benefit our
customers and their daily lives.

Since 2014, Aqua North Carolina has invested approximately $94 million in water and wastewater system
repairs and improvements throughout the state. Examples include;

Filter installations and upgrades to address naturally occurring iron and manganese, and improve
water quality
Wastewater treatment plant repairs and improvements to prevent overflows, protect local
waterNvays, and to comply with new regulatory requirements
Repairs and replacement of aging infrastructure to improve water quality and flow pressure, and
increase system reliability
Water treatment facility upgrades to provide system redundancy, expand capacity, ensure
adequate water supply, and prevent service interruptions
Meter replacements to ensure accurate billing based on actual usage versus those based on
estimated usage

For Brandon Station,:Stilf Water Landing, St6neJiehp7andAVildwdpd Green;'theTatesyo-u7pay have^gone-^j
foward.th'e installationrofa newwaterfilter'to-a'ddfess tHe'naturally-occurringiroifand-manganeserand""

(improvcrwater quality.

TAs^we ldok tolHeTuttrre,1he,rates"y6u pay-wni.go.toward:—— - - --
'  ̂ReactlVation.of two-wells with iron,-manganese,-and-othcr treatment improvements to improve

water^qiiility

•  ConnectibnTov'RalSg^^^ sypm reliaBiliiy,1ieTpfensure adequate water supply,-and'O
pfevent sSwice^-iriteifuptions

We will continue to focus on addressing the iron and manganese that exists naturally in the groundwater.
While these minerals don't affect health, they can make water look orange or brown and affect the way it
tastes and smells.

Working collaboratively with our state regulators, we have developed a plan for carrying out our water
quality improvement program:

•  For systems with high levels of iron and manganese, new filtration treatment will be installed.
Our goal is to install new filtration treatment within a reasonable timeline. The wells that need it
most will see filtration added within the next five to seven years. Installations will be prioritized
based on the amount of compounds in the water. i

•  Areas with moderate levels will be treated with a process to improve overall water aesthetics and
continue to be assessed to determine if filtration is also needed.

•  Systems with little to no iron and manganese presence will be monitored and treated as needed.
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All systems will be monitored on an ongoing basis to help ensure safety and overall quality of the water
source. We will also employ an aggressive water quality operations plan to help make sure water
consistently flows clear. That will mean an Increase in scheduled system flushing in many communities
and a robust tank-cleaning program that spans our operation across the state.

At Aqua North Carolina, we are also committed to ongoing system enhancements to improve both the
quality of water and reliability of service. For more information, please visit www.ncwaterqualitv.com
and sign up to receive updates about our work so you can stay informed, or please contact us at
877.987.2782.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina
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Your community is our community, too. We work in your towns, live in
your neighborhoods, and frequent your businesses. At Aqua, we care
about the people and the communities we serve - it's what drives us to
continually invest in our systems to improve quality and service.

A QUALITY
Filter upgrades and installation of new filters to address naturally
occurring iron and manganese, and improve water quality

4 RELIABILITY
Repairs and replacement of aging infrastructure to improve water
quality and flow pressure, and increase system reliability

4 ENVIRONMENTAL
Wastewater treatment plant repairs and improvements to protect
local waterways, and comply with new regulatory requirements

4 SERVICE
Water treatment facility upgrades to provide system redundancy,
expand capacity, ensure adequate water supply, and prevent
service interruptions

Aqua North Carolina is committed to improving water quality for
our customers, including addressing the naturally occurring iron
and manganese.

Visit www.ncwaterquaUty.com and sign up to receive updates
about our work.

Aqua's riianage^ent^nb^ffafealway^i^o^asslst'ybQ.^jf^
;pleasecon#t5^ual:^
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Aqua North Carolina President Outlines
Water Quality improvement Plan

In a recent letter to Aqua North Carolina customers, President
Shannon V. Becker described plans to address aesthetic water quality
issues in some of our well water systems in the state. Working with
state regulators, Aqua's water improvement program addresses
naturally occurring iron and manganese. These minerals don't affect
health, but they can make water look discolored or affect the way it
tastes and smells. The plan includes:

For systems with high levels
of iron and manganese, new
filtration treatment will be

Installed. The goal is to install
new filtration treatment within

a reasonable timeline; the

wells that need it most will see

filtration within the next three

to five years. Installations will be
prioritized based on the amount of
compounds in the water.

Areas with moderate levels will be

treated with a process to improve
overall water aesthetics.

Systems with little to no iron and
manganese presence will be
monitored and treated,

as needed.

All systems will be monitored on
an ongoing basis to help ensure
safety and overall quality of the
water source.

At the same time. Aqua will be
employing an aggressive water
quality operations plan to help
make sure water consistently
flows clear. This will mean an

increase in scheduled system

flushing in many communities
and a robust tank-cleaning

program that spans Aqua's
operation across the state.

AQUA

Aqua in Action

Since 2014. Aqua North Carolina has
invested nearly $94 million in water

and waslewater system repairs and
improvements statewide.,
Examples include.

• Filler installations and upgrades
and other water quality
improvements to remove naturally
occurring iron and manganese,

and Improve water quality

• Repairs and replacement of aging
infrastructure to improve water

pressure and increase system
reliability to prevent service
(nlerruplions

• Waslewater system repairs and
replacements to help prevent
sewage backups into your honie

• Wastewater facility and treatment
k  upgrades to prevent overflows,
%  protect local waterways, and
\ \ meet regulatory requirements
J  Aqua continues to carry out

ongoing system enhancements
to improve both the quality of

water and reliability of service.

For updates as Aqua moves ahead,
please visit NCWaterQuaUty.com. AOUA
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Iron and Manganese FAQs

Aqua North Carolina is rolling out a plan to lessen the Impact of iron
and manganese on your water supply. But what exactly are these
minerals, and how do they affect your water?

1. What is iron and manganese?

iron and manganese are naturally occurring minerals that can be found in
the earth's bedrock. About five percent of the earth's crust Is composed of
Iron, while 0.1 percent is made of manganese.

2. How does It get In my water?

Water traveling through soil and rock can dissolve minerals as it passes
through, carrying microscopic particles as it flows. When water containing
iron and manganese leaves the aquifer through the well and eventually
becomes exposed to oxygen, it oxidizes the minerals, causing it to change
from colorless, dissolved forms to colored, solid forms.

3. What Is Aqua doing to address Iron and manganese?
Working with its state regulators, Aqua developed a multi-phase plan
for improving water quality across our communities. First steps included
instituting specific criteria to analyze and prioritize filtration need based on
the level of iron and manganese found in the water.

Aqua will prioritize filter installations for systems with the greatest levels of
Iron and manganese. Most wells will see filters within the next three to five
years. In the meantime, Aqua will begin an aggressive tank-cleaning and
system-flushing program in communities served by these wells.

In communities with lower levels of iron and manganese. Aqua will
examine the possibility of filter installation, as well as the need to add new
processes that will keep iron and manganese in its colorless state. Tank
cleaning and system flushing will be carried out as mineral levels dictate.

For more frequently asked questions, visitNCWaterQuaUty.com.

Iron and Manganese are pervasive, naturally occurring minerals that
affect the water-supply in North Caroiina. While these minerals don't
affect health, they can discolor water and affect the way it tastes and
smells. In 2017, Aqua North Carolina launched an aggressive water
quality Improvement program that includes the installation of new fiiters,
enhanced water treatment, tank cleaning, system flushing, and ongoing
monitoring to help ensure safety and overall quality of the water source.

Visit NCWaterQuaUty.com for more information.
AOUA
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Dear Aqua Customer:

As we move Into the New Year, I want to make sure you are up to date on improvements
we've made to strengthen our water and wastewater systems, challenges we are addressing,
and plans for the future.

Since 2014, Aqua North Carolina has invested nearly $94 million In numerous water and
wastewater projects throughout the state, in your region, the rates our customers pay have
gone towardr$493;-million in system repairs and improvements aimed at enhancing water
quality and the service we provide. Examples of completed projects include:

•  installation of new filters to address naturally occurring iron and manganese, and
improve water quality

• Wastewater treatment plant repairs and improvements to prevent overflows, prptect
local waterways, and to comply with new regulatory requirements

.  Repairs and replacement of aging infrastructure to Improve water quality and flow
pressure, and increase system reliability

• Water treatment facility upgrades to provide system redundancy, expand capacity,
ensure adequate water supply, and prevent service interruptions

• Wastewater system repairs and improvements to prevent sewage backups
• Meter replacements to ensure accurate billing based on actual usage versus those

based on estimated usage

As we look to the future, we will continue to focus on addressing the iron and manganese that
exists naturally In the groundwater. While these minerals don't affect health, they can make
water look orange or brown and affect the way it tastes and smells.

Working collaboratively with our state regulators, we have developed a plan for carrying out
our water quality improvement program:

•  For systems with high levels of iron and manganese, new filtration treatment will be
installed. Our goal is to install new filtration treatment within a reasonable timeline.
The wells that need it most will see filtration added within the next five to seven years,
installations will be prioritized based on the amount of compounds in the water.

. Areas with moderate levels will be treated with a process to Improve overall water
aesthetics and continue to be assessed to determine if filtration is also needed.

•  Systems with little to no iron and manganese presence will be monitored and treated
as needed.

All systems will be monitored on an ongoing basis to help ensure safety and overall quality of
the water source. We will also employ an aggressive water quality operations plan to help
make-sure water consistently flows clear. That will mean an Increase in scheduled system



flushing in many communities and a robust tank-cleaning program that spans our operation
across the state.

Throughout the coming months, we will be sharing additional information about the water
quality plan and other system improvements. You can be assured that the rates you pay are
going toward the water and/or wastewater system Improvements that we know are a high
priority for you and your community.

To keep you updated as we move ahead, we have also created a website focused on the
water quality improvements we're making - www.ncwaterGualltv.com. Once there, please
sign up to receive updates about our work so you can stay Informed.

At Aqua, our mission is to protect and provide Earth's most essential resource, i am excited
to be rolling-out this plan to systematically address aesthetic water quality issues due to the
naturally occurring iron and manganese In many well water systems today. We are also
committed to ongoing system enhancements to Improve both the quality of water and
reliability of service. Aqua's management and staff are always here to assist you. if you have
any questions, please contact us at 877.987.2702.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina



Dear Aqua Customer:

As we move Into the New Year, I want to make sure you are up to date on improvements
we've made to strengthen our water and wastewater systems, challenges we are addressing,
and plans for the future.

Since 2014, Aqua North Carolina has invested nearly $94 million in numerous water and
wastewater projects throughout the state. In your region, the rates our customers pay have
gone toward{^Sgniillion in system repairs and improvements aimed at enhancing water
quality and the service we provide. Examples include:

•  Filter upgrades to address naturally occurring iron and manganese, and improve water
quality

•  Repairs and replacement of aging infrastructure to improve water quality and flow
pressure, and increase system reliability

• Water treatment facility upgrades to provide system redundancy, expand capacity,
ensure adequate water supply, and prevent service Interruptions

• Wastewater treatment plant repairs and improvements to prevent overflows, protect
local waterways, and to comply with new regulatory requirements

• Wastewater system repairs and improvements to prevent sewage backups

As we look to the future, we will continue to focus on addressing the iron and manganese that
exists naturally in the groundwater. While these minerals don t affect health, they can make
water look orange or brown and affect the way it tastes and smells.

Working collaboratively with our state regulators, we have developed a plan for carrying out
our water quality Improvement program:

•  For systems with high levels of iron and manganese, new filtration treatment will be
installed. Our goal is to Install new filtration treatment within a reasonable timeline.
The wells that need it most will see filtration added within the next five to seven years,
installations will be prioritized based on the amount of compounds in the water.

•  Areas with moderate levels will be treated with a process to improve overall water
aesthetics and continue to be assessed to determine if filtration is also needed.

•  Systems with little to no Iron and manganese presence will be monitored and treated
as needed.

All systems will be monitored on an ongoing basis to help ensure safety and overall quality of
the water source. We will also employ an aggressive water quality operations plan to help
make sure water consistently flows clear. That will mean an increase in scheduled system
flushing in many communities and a robust tank-cleaning program that spans our operation
across the state.



Throughout the coming months, we will be sharing additional Information about the water
quality plan and other system Improvements. You can be assured that the rates you pay are
going toward the water and/or wastewater system improvements that we know are a high
priority for you and your community.

To keep you updated as we move ahead, we have also created a website focused on the
water quality improvements we're making - www.ncwaterQualltv.com. Once there, please
sign up to receive updates about our work so you can stay informed.

At Aqua, our mission Is to protect and provide Earth's most essential resource. 1 am excited
to be rolling-out this plan to systematically address aesthetic water quality Issues due to the
naturally occurring Iron and manganese In many well water systems today. We are also
committed to ongoing system enhancements to Improve both the quality of water and
reliability of service. Aqua's management and staff are always here to assist you. If you have
any questions, please contact us at 877.987.2782.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina



Dear Aqua Customer:

As we move into the New Year, I want to make sure you are up to date on Improvements
we've made to strengthen our water and wastewater systems, challenges we are addressing,
and plans for the future.

Since 2014, Aqua North Carolina has invested nearly $94 million in numerous water and
wastewater projects throughout the state. In your region, the rates our customers pay have
gone towardf$973^llion in system repairs and Improvements aimed at enhancing water
quality and the service we provide. Examples include:

•  Repairs and replacement of aging infrastructure to improve water quality and flow
pressure, and increase system reliability

•  Filter upgrades to address naturally occurring iron and manganese, and improve water
quality

• Water treatment facility upgrades to provide system redundancy, expand capacity,
ensure adequate water supply, and prevent service interruptions

• Wastewater system repairs and improvements to prevent sewage backups

As we look to the future, we will continue to focus on addressing the Iron and manganese that
exists naturally in the groundwater. While these minerals don't affect health, they can make
water look orange or brown and affect the way it tastes and smells.

Working collaboratively with our state regulators, we have developed a plan for carrying out
our water quality improvement program:

•  For systems with high levels of iron and manganese, new filtration treatment will be
installed. Our goal is to install new filtration treatment within a reasonable timeline.
The wells that need it most will see filtration added within the next five to seven years.
Installations will be prioritized based on the amount of compounds in the water.

•  Areas with moderate levels will be treated with a process to improve overall water
aesthetics and continue to be assessed to determine if filtration is also needed.

•  Systems with little to no Iron and manganese presence will be monitored and treated
as needed.

All systems will be monitored on an ongoing basis to help ensure safety and overall quality of
the water source. We will also employ an aggressive water quality operations plan to help
make sure water consistently flows clear. That will mean an increase in scheduled system
flushing in many communities and a robust tank-cleaning program that spans our operation
across the state.

Throughout the coming months, we will be sharing additional information about the water
quality plan and other system Improvements. You can be assured that the rates you pay are



going toward the water and/or wastewater system Improvements that we know are a high
priority for you and your community.

To keep you updated as we move ahead, we have also created a website focused on the
water quality improvements we're making - www.ncwaterQualltv.com. Once there, please
sign up to receive updates about our work so you can stay informed.

At Aqua, our mission Is to protect and provide Earth's most essential resource. I am excited
to be roUlng-out this plan to systematically address aesthetic water quality issues due to the
naturally occurring Iron and manganese in many well water systems today. We are also
committed to ongoing system enhancements to Improve both the quality of water and
reliability of service. Aqua's management and staff are always here to assist you. if you have
any questions, please contact us at 877.987.2782.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina



Dear Aqua Customer:

As we move into the New Year, I want to make sure you are up to date on improvements
we've made to strengthen our water and wastewater systems, challenges we are addressing,
and plans for the future.

Since 2014, Aqua North Carolina has invested nearly $94 million in numerous water and
wastewater pro]ects,throughout the state, in your region, the rates our customers pay have
gone towardt$j!lSnUi,Gb in system repairs and Improvements aimed at enhancing water quality
and the service we provide. Examples include:

• Wastewater treatment plant repairs and Improvements to prevent overflows, protect
local waterways, and to comply with new regulatory requirements

• Wastewater system repairs and Improvements to prevent sewage backups
•  Repairs and replacement of aging infrastructure to improve water quality and flow

pressure, and increase system reliability
• Water treatment facility upgrades to provide system redundancy, expand capacity,

ensure adequate water supply, and prevent service interruptions

As we look to the future, we will continue to focus on addressing the iron and manganese that
exists naturally in the groundwater. While these minerals don't affect health, they can make
water look orange or brown and affect the way it tastes and smells.

Working coUaboratlvely with our state regulators, we have developed a plan for carrying out
our water quality improvement program:

•  For systems with high levels of iron and manganese, new filtration treatment will be
installed. Our goal is to Install new filtration treatment within a reasonable timeline.
The wells that need it most will see filtration added within the next five to seven years,
installations will be prioritized based on the amount of compounds in the water.

•  Areas with moderate levels will be treated with a process to Improve overall water
aesthetics and continue to be assessed to determine If filtration is also needed

•  Systems with little to no iron and manganese presence will be monitored and treated
as needed.

All systems will be monitored on an ongoing basis to help ensure safety and overall quality of
the water source. We will also employ an aggressive water quality operations plan to help
make sure water consistently flows clear. That will mean an Increase in scheduled system
flushing In many communities and a robust tank-cleaning program that spans our operation
across the state.

Throughout the coming months, we will be sharing additional information about'the water
quality plan and other system improvements. You can be assured that the rates you pay are



going toward the water and/or wastewater system Improvements that we know are a high
priority for you and your community.

To keep you updated as we move ahead, we have also created a website focused on the
water quality improvements we're making - www.ncwaterquaUtv.com. Once there, please
sign up to receive updates about our work so you can stay informed.

At Aqua, our mission is to protect and provide Earth's most essential resource. I am excited
to be rolling-out this plan to systematically address aesthetic water quality issues due to the
naturally occurring Iron and manganese In many well water systems today. We are also
committed to ongoing system enhancements to improve both the quality of water and
reliability of service. Aqua's management and staff are always here to assist you. If you have
any questions, please contact us at 877.987.2782.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina
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Dear'Braytoii'ParlTCustomer:

At Aqua North Carolina, water quality and continuous service are our highest priorities. We strive every
day to listen to you, our customer, and invest in system improvements and enhancements that benefit our
customers and their dally lives.

Since 2014, Aqua North Carolina has invested approximately $94 million in water and wastcwater system
repairs and improvements throughout the state. Examples include;

•  Filter installations and upgrades to address naturally occurring iron and manganese, and improve
water quality

•  Wastewater treatment plant repairs and improvements to prevent overflows, protect local
waterways, and to comply with new regulatory requirements

•  Repairs and replacement of aging infrastructure to improve water quality and flow pressure, and
increase system reliability

•  Water treatment facility upgrades to provide system redundancy, e.xpand capacity, ensure
adequate water supply, and prevent service interruptions

•  Meter replacements to ensure accurate billing based on actual usage versus those based onestimated usage ^
CPbt:.Bra>46n^Parkr.lhe:rates:-yoU:pay'HavV.goneItow^^ including:^
^  Ihstariatidri^ofa-new watef'Stcr'lo-addressmattrallyloccurting lipn^OTdlmarigarg;^^^

twaterquality
• Qheprsed-'Srikrcldariingno^address^naturallyoccurringdronvandtmariMnese^Hl^^

Quality

The rates you pay will also go toward the installation of an additional new water filter to improve water
quality. These system investments are part of our water quality improvement program to address the iron
and manganese that exists naturally in the groundwater. While these minerals don't affect health, they can
make water look orange or brown and affect the way it tastes and smells.

Working collaboratively with our state regulators, our program includes:
•  For systems with high levels of iron and manganese, new filtration treatment will be installed.

Our goal is to install new filtration treatment within a reasonable timeline. The wells that need it
most will see filtration added within the next five to seven years. Installations will be prioritized
based on the amount of compounds in the water.

•  Areas with moderate levels will be treated with a process to improve overall water aesthetics and
continue to be assessed to determine if filtration is also needed.

•  Systems with little to no iron and manganese presence will be monitored and treated as needed.

All systems will be monitored on an ongoing basis to help ensure safety and overall quality of the water
source. We will also employ an aggressive water quality operations plan to help make sure water
consistently flows clear. That will mean an increase in scheduled system flushing in many communities
and a robust tank-cleaning program that spans our operation across the state.



At Aqua North Carolina, we are also committed to ongoing system enhancements to improve both the
quality of water and reliability of service. For more information, please visit www.ncwaterqualitv.com
and sign up to receive updates about our work so you can stay informed, or please contact us at
877.987.2782.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina
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Dear Brandon Station, Stili Water Landing, Stonehenge, and Wildwood Green Customers:

At Aqua North Carolina, water quality and continuous service are our highest priorities. We strive every
day to listen to you, our customer, and invest in system improvements and enhancements that benefit our
customers and their daily lives.

Since 2014, Aqua North Carolina has invested approximately $94 million in water and wastewater system
repairs and improvements throughout the state. Examples include:

•  Filter installations and upgrades to address naturally occurring iron and manganese, and improve
water quality

•  Wastewater treatment plant repairs and improvements to prevent overflows, protect local
waterways, and to comply with new regulatory requirements

•  Repairs and replacement of aging infrastructure to improve water quality and flow pressure, and
increase system reliability

•  Water treatment facility upgrades to provide system redundancy, expand capacity, ensure
adequate water supply, and prevent service interruptions

•  Meter replacements to ensure accurate billing based on actual usage versus those based on
estimated usage

For Brandon Station,rstiirWater Landjhg, SldheheTRC'and'WildwdOd'Gfeeri;the'rates^yba pay have-gone—^
towiaY'd.the'installatiomof-a'new water nilcr'to'addfess the naturally occurring'iron'and manganese, and
Unipfove-waterquality.

.f As'we*look to the'fiiturerthe rates"yoii pay_wiiI.goloward_:—... —
^' ;Reactiyation:of two wells with-iroh,.mahga"nese,-and-othcr treatment improvements to improve

wate.Quality

-  Connection-to^^kTeigOdihcTbasisyltemle^
pfevent.ser:vice.ihteffuplionsl_:———

We will continue to focus on addressing the iron and manganese that exists naturally in the groundwater.
While these minerals don't affect health, they can make water look orange or brown and affect the way it
tastes and smells.

Working collaboratively with our state regulators, we have developed a plan for carrying out our water
quality improvement program: ^ . n j

•  For systems with high levels of iron and manganese, new filtration treatment will be installed. ̂
Our goal is to install new filtration treatment within a reasonable timeline. The wells that need it
most will see filtration added within the next five to seven years. Installations will be prioritized
based on the amount of compounds in the water.

•  Areas with moderate levels will be treated with a process to improve overall water aesthetics and
continue to be assessed to determine if filtration is also needed.

•  Systems with little to no iron and manganese presence will be monitored and treated as needed.



©
All systems will be monitored on an ongoing basis to help ensure safety and overall quality of the water
source. We will also employ an aggressive water quality operations plan to help make sure water
consistently flows clear. That will mean an increase In scheduled system flushing in many communities
and a robust tank-cleaning program that spans our operation across the state.

At Aqua North Carolina, we are also committed to ongoing system enhancements to improve both the
quality of water and reliability of service. For more information, please visit www.ncwaterqualitv.com
and sign up to receive updates about our work so you can stay informed, or please contact us at
877.987.2782.

Sincerely,

Shannon V. Becker

President

Aqua North Carolina
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Your community is our community, too. We work in your towns, live in
your neighborhoods, and frequent your businesses. At Aqua, we care
about the people and the communities we serve - it's what drives us to
continually invest in our systems to improve quality and service.

# QUALITY
Filter upgrades and installation of new filters to address naturally
occurring iron and manganese, and Improve water quality

4 RELIABILITY
Repairs and replacement of aging infrastructure to improve water
quality and flow pressure, and increase system reliability

4 ENVIRONMENTAL
Wastewater treatment plant repairs and improvements to protect
local waterways, and comply with new regulatory requirements

4 SERVICE
Water treatment facility upgrades to provide system redundancy,
expand capacity, ensure adequate water supply, and prevent
service interruptions

Aqua North Carolina is committed to improving water quality for
our customers, including addressing the naturally occurring iron
and manganese.

Visit www.ncwaterquaUty.com and sign up to receive updates
about our work.

pleasecontac?^a^ii^^.s1rvrc'^at877.987.2782p^^^^^^
• _ 1 .. .Am k..—- II r - • ~ ■ ■ ■ ■■■■'I ■
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Aqua North Carolina President Outlines
Water Quality Improvement Plan

In a recent letter to Aqua North Carolina customers, President
Shannon V. Becker described plans to address aesthetic water quality
issues in some of our well water systems in the state. Working with
state regulators, Aqua's water improvement program addresses
naturally occurring iron and manganese. These minerals don't affect
health, but they can make water look discolored or affect the way it
tastes and smells. The plan includes:

For systems with high levels
of iron and manganese, new

filtration treatment will be

installed. The goal is to install
new filtration treatment within

a reasonable timeline; the

wells that need it most will see

filtration within the next three

to five years. Installations will be
prioritized based on the amount of
compounds in the water.

Areas with moderate levels will be

treated with a process to improve

overall water aesthetics.

Systems with little to no iron and
manganese presence will be
monitored and treated,

as needed.

All systems will be monitored on
an ongoing basis to help ensure
safety and overall quality of the
water source.

At the same time, Aqua will be
employing an aggressive water
quality operations plan to help
make sure water consistently
flows clear. This will mean an

increase In scheduled system
flushing in many communities
and a robust tank-cleaning
program that spans Aqua's
operation across the state.

■ AQUA

For updates as Aqua moves ahead,
please visit NCWaterQuality.com.

Aqua in Action
Since 2014, Aqua Norlh Carolina has
invested nearly $94 million in water
and wasiewoter system repairs and
improvemenls statewide.
Examples include.

• Filler jnslallalions and upgrades
and other water quality
improvements to remove nalurajly
occurring iron and manganese,

and improve water quality

• Repairs and replacement of aging
infrastructure to improve water

pressure and increase system
reliability to prevent service
■interruptions

• Waslewalersyslern repairs and
replacenients to help prevent
sewage backups Into your hon.ie

• Wastewater facility and treatment
k  upgrades to prevent overnows,
^ protect local waterways, and
I \ meet regulatory requiremehis

J  Aqua continues to carry out
ongoing system enhancements

10 improve both the quality of
water and reliability of service..

AOUA
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Aqua North Carolina is rolling out a plan to lessen the Impact of iron
and manganese on your water supply. But what exactly are these
minerals, and how do they affect your water?

1. What Is iron and manganese?

Iron and manganese are naturally occurring minerals that can be found in
the earth's bedrock. About five percent of the earth's crust is composed of
iron, while 0.1 percent is made of manganese.

2. How does it get in my water?

Water traveling.through soil and rock can dissolve minerals as it passes
through, carrying microscopic particles as it flows. When water containing
iron and manganese leaves the aquifer through the well and eventually
becomes exposed to oxygen, It oxidizes the minerals, causing it to change
from colorless, dissolved forms to colored, solid forms.

3. What Is Aqua doing to address Iron and manganese?
Working with its state regulators, Aqua developed a multi-phase plan
for improving water quality across our communities. First steps Included
instituting specific criteria to analyze and prioritize filtration need based on
the level of iron and manganese found in the water.

Aqua will prioritize filter installations for systems with the greatest levels of
iron and manganese. Most wells will see filters within the next three to five
years, in the meantime, Aqua will begin an aggressive tank-cleaning and
system-flushing program in communities served by these wells.

in communities with lower levels of iron and manganese, Aqua will
examine the possibility of filter installation, as well as the need to add new
processes that will keep iron and manganese in its colorless state. Tank
cleaning and system flushing will be carried out as mineral levels dictate.

For more frequently asked questions, visit NCWaterQuaUty.com.

Iron and Manganese are pervasive, naturally occurring minerals that
affect the water supply in North Carolina. While these minerals don't
affect health, they can discolor water and affect the way it tastes and
smells. In 2017, Aqua North Carolina launched an aggressive water
quality improvement program that includes the installation of new filters,
enhanced water treatment, tank cleaning, system flushing, and ongoing
monitoring to help ensure safety and overall quality of the water source.

Visit NCWaterQuaUty.com for more information.
AOUA
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STATE OF NORTH CAROLINA

COUNTY OF JOHNSTON

AGREEMENT

.  TR(S AC5REEMENT,. made r\'?''^^_dav^f^^"uaU^t^ 201^^ "and beto/een BFP.
bEVELpPER'S;- LL'C, a NC ljmi:ted llpbility Company (hereafteT "D.eveloper'' 'as defin.ed beloW) an'd
AQUA WORTH CAROLINA, INC., e corporation,, with Its principal office In Cary, North .Carolfna,
whose mailing address Is 202 MacKenan Court, Cary, North Carolina. 27511, (hereafter referred
to as "Aqua" as defined beloW);

WITNES'SETH:

that'WHEREAS, Develppe'r Is-the. b.wner df the ceftalh--lands Off NC Hwv 42 East,
Johnston County; North -Caro.llrTa, kn'own as Bedford, at Bowe1i5^1ihtat)On-RQD-NE3-arid.--NE4'^
(hereafter referred to as "Subdlylsibn" as defined .belpw); an'd shown on that certain rriap.. ^
attached hereto and incorp.prated herein as Appendix l;.and • • • .• " •

n
I

I ? i

WHEREAS, Developer Is- desirous of Installing Iri SubdlylsjoQ a Wafer Utility system
(defined BeI6w) arid a WaslevSater .Utility system (defined below) to provide water and sewer
utility servicSs to ajl those persons".nbW or h'ereaffer owning lots In Subdivision andVequlrlng.
water utility servrcerand"

Whereas, D.evelOper has requested; AtjUa to" purchase, own, and operate said Water
Utility Systerp and WastewaterUtiijtySystemj and

WHEREAS-, Aqua Is agreeable: to purchasing,-owning,-and Operating the completed
systems; ' ^

NOW, THEREFORE, for and In consideration ofthe premises-and of the rights, powers
and duties hferelnafter set forth to be performed by each, Developer and Aqua nriutually do
agree as follows:

i. Definitions.

1.1. "Agreement^' shall mean this Agreement for the Installation, Conveyance,
and Operation of the Water Utility Syste"m (defined below) or .Water Utility system
Phase and Wastewater Utfllty Systerh Or Wa'stewater .Utility System Phase serving
the Subdivision, Includlhg all exhibits and schedules hereto, if an'V; as am'ended from
timetotlme.

1.2, "Aqua" shall rhean Aqua North Carolina, inc., a North Carolina

FlQwers Plantation.Service Area
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corporatioji^. Its successors arid assigns, whose business address Is 202 MacKenarf
Court, Gary, North Garo)Ina> 27511.

1,3.. 'teef5/''3hall meaff shall mean the Deeded Property (defined below), the
Water Utility System (defined teloW) relating to each' Water Utility System Phase ^
(defined below) and .the- Wasfewater Utility System" relating "to each Wastewater
Utility System Phase Wli'lch Is necessary an.d'proper, to provide water and sewer ^
utility service to the.Subdiyisfon. ^

Q
1.4. "Bulk Water Agreement" shall mean that certain agreement signed by-

^qua"and-JohnstonXolint5^ated35rBy-14,'20D2^nti Amended February 7,2006 for
'the purchase of water gallons per SFRE'(defIried belo.w) for"each planned S.FRE in a
subdivision.

itotewaterrAgreement'^ shall mean^that-certain^agreementislgned^ ^
By»4q5a^d-iHhn^lnT&iuntyftd8ted;:R^ayda::2iM
fjgQ_9forthe',.purchaser^bulIcw^^^ planed SFRE
In a-SjubdIylsioh.

1^. Xeiilficate'! shall 'rriean a Certificate of Public Convenience' and Necessity
for 'water utility service at the Subdivisi'dn (defirie"d' bSlow) Issued by the N.orth
Carolina Utilities Commission.

1.7. Tettlflcate Extension" sfialj m'e"ah.:an extension to the Certificate.

"1.8, "CIAC" shall mean cash Contribu'tlon In Aid of Construction paid" by the
Developer to the Aqua to recover Aqua's capital costs In the Water Utility- System
(defined below) and Wastewater Utility System (defined below),

1.9. "C/oS/no" shall mean each Instance upon Which the Assets are transferred
from Developer to Aqua regardless of being at one time or In phases.

LIO. "Closing Date" shall hiean the date of the Initial or subsequent date of
applicable Closing, as the context requires.

1.11. "Collection System Permif^ shall mean the permit for the construction
and operatlon-of the Wastewater Utility System Issued by DWQ, (defined below) and
all rriodlflcatlons thereto.

1.12. "Commission" shall mean the North Carolina Utilities Commission.

Flowers Plantailon Service Area
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1.13. "Counhf" shall mean Johnston dounty, North Carolina;

1.14. "DWQ^" shall mean the Division of Water ResDUfces/ Public Water Supply
Section of the North.Carollna Department of Environmental Quality;

1.15. '©VW^'shall mearrthe North Carolina Division of Water Resources, Public

Water SupplySection.

1.16. "Declarathn" shall mean a declaration of covenants, conditions and-

restrictions for the Subdivision (defined below)<

1.17. "Deeded Property" shall mean the lift station lot(s), perpetual
easerhent(5) and other real estate property that Is a partof the WaterjUtlllty System
(defined below) ah'd^Wastewater Utility System" which are ovyrSed by.D.eVelciRe.r-and
are used In conriectlon with the Water (Jtllhy. System (defined belQW) 6.r
Wastewater Utility" Systerrf n'ot;lDca.tBd within pubijcly dedicated' rights p'f way- and
the rights- and Interests in an'd tg "the "access and utility- easement" belhg gra'pted^
transferred and assigned by the Devejpperto Aqus; Including but;not jimjted to lift
statFon. lD'ts,=privateeasdment5i oruther reei estate property which are needed for
the construction, operation, maintenance, repaift and" replacemenf.of the. Water
Utility System and Wastewater Utility-System.

1.18. "Developed' shall meafi BFP'DEVELOPERS;. LLC, a North Garo)lria iimited
ilablllfy company, its successofs-ahd assigns, .whose business. addreS"s-|s 1210 Trinity
Road,. Suite 1Q2, Raleigh, NC 276D7.

1.19. "GPP" means gallons per" day,

l."20. "6PM" means gallons per minute,

1.21. "Household Sen/Ice Lines" shall mean the portion of the Individual
household water line and sewer line for which Aqua will not assume mdlntehance'

responsibility. The Household Service Lines shall Include only that portion of the
individual household water line that extends from the Aqua's water meter at or

near the property line or street to the home or dwell[ng.and. only "th.at portion of the
Individual, household wastewater line that extends-from.sewer cleanout at or near

the property line or street to the home or dwelling. The portion of the line
extending from the water meter to the water main at or near the street and the
portion of the wastewater line that e>rtends from-the sewer cleanout to the sewer
main shall not be Included In the term ''Household Service Lines."

1

Flowers plantation Service Area ' ,



•L22. ''.Permit" or "Permits"' shall mean the Water Perfiilt and/or the
.Authorlz.gtlon to Construct Issued by DWR and/or the- Collection System Permit'
issued by DWQ, as the context requires.

1.23. "SFRE" or- "Single. F0iiill\/ .n&identlPl £duivale'nt" for pu.rpotes-of this
•Ag'reerfient th6 number of SFRE represented by a user shall be determined as-
follows:

a. where there Is a .single .family residential bujlding or dwelling with less
than a 1" meter size the lot or unit shall be equal to one SFRE. For each single
family residential building or dwelling with greater than a 1" meter ̂ se the
chart below. The-deslgrrflow-of-orie^ingIOmi|05SiaehtIaCEaUaing3!tff!3
three-faedrodms31_equal3bZ£4D^g^d:JfheIdeslgntfjQi::of2?ae-slniieIfiHlV-
(resldentialfaulldtng^llItiMuEbadmp^^Ie^^^^

b. 'ilvhere there Is a commercial or non-rfls|dentiaI facility use the chart
below.

1.24 "Subdivision" shall mean the property to be developed known as Bedford
' at Flowers Plantation which is ROD NE3 and NE4 of the Flowers Plantation Master

System -and shown on that certain map attached hereto as Appendix 1 which shall
• consist of 193 lots-total and shall be developed In multiple phases.

1.25." "Wastewater Facilities" shall mean Aqua's existing Flowers Plantation
MastSf Wastewater System In which the Wastewater Utility System (defined below)
shall be connected to.

Flowers Plantation Service Area



1.26' "Wastewatsr Plans"' are all plans and specifications for the Wastewater
Utility System approved by the County (if required); Aqua, and-DWQand engineered
by Developer's engineer,

1.27 ' 'Wasteivater S&rv/ce Line"- shall mean the, portion of the individual
household -waStewater liiie for which Aqua'Vidll assume maintenance responsibility,
the Wastewater Service Line shall Include only that pqrtlon -of the individual
.household wastewater line that- extends from-the sewer cleanout at" or near the

property line to Aqua's wastewater main at or near the street. The portion of the line
e>rtencllng from the home to the-, sewer cleanout shall hot be Included in the term
"Wastewater Service Line."

1.28- "Wdstewater UWItv Svst&m" shall rh'dpn the '\Wastewat6r Service' Lines
(defined belOW), gravltycoiiection lines,forde mains,•iift.statlonS; and aileppurtenant
equipment thgt will deliver wastewater from the .customers- at the SubdivISi'on to;
Aqua's WWtP'(defIried beloW) fpftreatmehtand disposal.

1.29 ^'Wastewater UfUJtv-System Phase^' shall mean any discrete phase of
development of the Wastewater Utility System, including any modifications to the
Wastewater Utility System necessary to. permit seWer -service to the' Subdivision,
which the Developer elects to convey to. Aqua upo.h Its completion.

N

1.30 'Water Facilities^.shaW mean Aqua's, .existing Fjovyers Pla.ntatfqn Master
Wjater System ih which the Water Utility System {dfefined below') shall be connected
to.

1.31 "Water Permit" shall rpean the Application for Approval and/or the
Authorization to Construct Issued by DWR approvlngthe Water Plans'and authorizing
the construction of the Water Utility System".

1.32 "Water Plans" shall mean all plans and specifications, as may be
amended frpm time to time, for the Water Utility System (defined below) approved
by County (If required). Aqua and DWR and engineered by Developer's engineer.

1.-33 "Water Service. L/ne'" shall mean the portion of the water line for which
Aqua will assume maintenance responsibility. The Water Service Line shall Include
only that portion of the individual water line that extends fro'm the Aqua's water
meter, at or near the property line of street, to the Wafer Utility System's wafer main
at or .near the street, unless the water meter Is not. on the Individual lot- owner's
property In which case AqUa shall assume maintenance responsibility up ta the

Flowers Plantation Service Area
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pro'perty.llne. The portion of the llrie extehairigfroitithe Water metferat orne^rthe-
'street to the- house or dweillhg shall not. be Incfycled Iri' the term "Water Utility
System Servlte Line "

1.34. "Water Utility-System" shall mean the .distribution system^ Including
interconnection to Aqua's Water Facilities, and other facliitles- used In the distribution
of w^ter Including- but not iilnlted toj all water mains, Interconnections, services,
rpeter boxes, meter yokes, bac-kflow preventers, and other additional corriponents of
the Water Utility System necessary to serve water to the lots In the Subdivision.

1.35 'Water Utility System Phase" shall mean any discrete" phase of the
Subdivision's Water Utility System, including any modifications to the W-ater Utility
System h'ecessary to parrpit water service" to the- Subdivision, which the Developer
eiiipts to .convey to Aqua uponjts completion.

1,36" "fcvWTP"shall mean Aqua's existing;Neuse Colony wastewater treatment
plant located off NC Hwy 42 permitted by DWQ In Permit No. NC0064564.

2. Water Utility System.

2.1, Design'& Permitting Requirements,

l^^lpeyelbper, at Developer's- cost,- shall, cause Water Plans for the Water
Utility System of the Subdivision to be designed by. Developer's engineer,. The
fihai Water Plans, shall; be approved by both Aqua-and DWR. .SUch^appfOVal by-
Aqua shall not be unreasoriably withheld, conditidned or delayed. Th'e Watef
Plans shall Incorporate A'qua's current .speclflpattons dated August 2013
revised October 2013, as-may be amended from time to time, into the design
standards, a Copy of which has been delivered to Developer and Developer
acknowledges receipt thereof^ The Water Plans shall Include facilities and
equipment-for water distribution Including the Interconnection to Aqua's
Water Facilities to sen/e up to 193 residential connections which wili be
developed in phases.

b, Developer shall pay for the design and DWR permitting- requirements of
the Water Utility System. Said Permit shall name Aqua as permittee.

c. Aqua and Deveiqper agree: that If the Subdivision includes Irrigation
facilities for common open space areas, Developer, at Developer's cost, shall
have the Developer's engineer (ncorporafe the Irrigation tap Into the Water
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Plans. Property owner shall oBtain and pay for all County permits that .are
necessary In order to construct and operate irrigation facilities,

2.2. Construction of the Water Utility System. Developer shall construct the
Water Utility System, Including Ihterconnectioh to Aqua's Water Facilities, and
assume ell costs and expenses for doing so without reimbursement from Aqua
except ag specified under Sections 2.5 and S.2.d of this Agreement Aqua
reserves the right to make periodic Inspections of tije Water Utility System
throughout its construction. Such Inspection should not be considered either a
substitute or for the Developer's engineer's duties and responsibilities to Inspect

the construction and Installation of the Water Utility System or a waiver of any
requirements applicable to the design or construction .of the Wafer Utility
System. As required by North Carolina General Statutes Section 130A-317 and
"Rules Governing Public Water Supply Systems; ISA NfTAC 18 C. 0'305fa)> neither
Developer nor Aqua shall construct; or begin construction of any portion of the
Water Utility Sysfem prior to approvaL of the Water Plans by DWR or prior to the
IsSQahCe of an.Authorlzatlon to Construct by DWR. In the event that any fines-or
penalties a^e assessed against the.Aqua (as the applicant for the )X/ater system),
the" Engineer, or "the .Developer as a result, of the Developer Ihstalllng all or" a"
portion of the Wafer Utility System without DWR approval, Developer shell pay
any-such fine or penalty — or .reimburse AqUa fo'r the amount, of such fine Or
penalty - prior to meters being Installed or water service being provided in the
subdivision,

2.3. Cash Contribution In Aid of Construction for Water Capacity. Developer
shall pay to A*qua a Cash-ClAC,-the same dollar amount per SFRE whrch Aqua mUst
pay County as a capital cost recovery charge (which currently-is $3.25- per gallon
based on 240 gallons per SFRE)) under the Bulk Water Agreem'eht between Aqua
and County, for each planned connection In that phase of Subdivision. Payment
shall be "made by Developer to Aqua for each SFRE being developed at the time
Develnper records the Subdivision plat with the County and prior to Aqua
providing service". Fees for lots that have not been paid for will be calculated
based pn the County's-Current fee at the time the Subdivision plat Is recorded.

2.4. Water Utility System's Written Certification of Costs. Developer before
the Closing shall deliver to Aqua a written certification of the Developer's actual
cost in the Water Utility System showing the cost of the entire Water Utility
System including distribution facilities and engineering fees for the water system,
which shall have a breakdown between the various components showing "the
vendors and appropriate amounts". Said Written Certification of Costs Form is
attached hereto as EXHIBIT 2.4.
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2,5. Water Utility- System Purchase Price Payments. Aqua, as, Aqua.'s-
Investment; is purchasing, upon* C-losirig, from Developer the total Assets
tPmpiete and instalied. in accordance with the Water-Plens approved hv
and Aqua, regardless- of being" Installed all at one. time' or In Phases.- The total
purchase price paid by Aqua for the Assets serving approximate.ly 193 residential
lots shall be^SAOO per SFt^E. Said purchase price shall be payable quarterly based
on the total number of SFRE's connected by Aqua to the Water Utility System
during the previous .quarter. Payments shall be made on or about each January
15, April 15, July 15, and October 15, The compensation specified in this
■paragr-aph 2.5 of this Agreement shall constitute the full and complete payment
that De\ielop^r shall receive for the.Water UtllltySy^tem and Developer shall not
fe'CelVe- any other comptensatipn frdfii Aqua. Aqua's pbifgation to make
paVrrients p.ursuanttp this paragraph shall not bpgin uptll such time as. Developer
exequtes and d.ell.vers to Aqua the Internal Revenue Service Form-W-9i

3. WasteWater Utility System

3.1. Design and Permitting Requirements-. Developerj at Developer's cost,
sbali. cause Wastevirater Plans for the Wastewater Utility System of the
Subdivision to be designed by Developer's engineer. The final Wastewater Plans
shall'be approved-by both;Aqua and DWQ. "Such approval by Aqua shall hot-be
uhreasoriabl.y withheld, conditioned or delayed. The Wastewater Plaps shall
Incorporate Aqtla's cCirreht specifications dated August 2013, as may be-
am'ende.d from time to time, .Into the 'deslgq.stand.ards, e copy.of whfch.ha's .heep
delivered to Developer and Deyeloper ackriowledges" "receipt thereof, Th.e
Wastewater Plans shall include" facilities and equipment for a wastewater
collection system including the Interconnection to Aqua's Wastewater-Facilities.
Developer's, engineer .shall :Rrepa,re and. process-..through . DWQ the Permit
applications -and Wastewater Plans ,for a-Wastewater ^Utility .System, Jnduding
interconnection to .Aqua's existing Wastewater Facilities. Aqua shall execute
these Permitvappllcations ^s permltee and cooperate fully with Developer's
engineer to expedite the County (If required) and DWQ construction approval
process. The Sewer Plans shall include facilities and equipment for a sewer
colie'ctlon system including, the interconnection to Aqua's Wastewater Facilities
to serve up to 193 residential conrie'ctlons which will be developed In phases.

3.2. Construction of the Wastewater Utilltv System. Developer, at
Developer's expense, shall cause to be installed In Subdivision, a corhplete
Wastewater Utility System, which shall include any required grease traps" (if any);
the Interconnection to Aqua's Wastewater Facilities, and any necessary upgrades
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needed to. Aqua's existing Wastewater Facilities to serve all lots or units-
antlcipateid in the Subdivision; Aqua reserves the right to make periodic
Inspections of the Wastewater Utility System's Installation. Such Inspectiori
should .not b.e. consldered'a substitute for the Developer's engineer's duties and
responsibilities to Inspectthe installation. Devefoper shall pay for the installation
costs of ail the necessary components of the Wastewater Utility System to
.provide wastewater utility .service to- all lots or units In Subdivision. The*
Wastewater Utility System shall be constructed In such" a manner as to restrict
entry of gfoundvi/ater and surface waters* Into the" Wastewater Utility System to
at least the minimum standards established by the DWQ regulations for

Inflltratlon/Inflow. Failure to Install a "tight" Wastewater Utility System could
result In inflltratlon/lriflow causing the WWTP to exceed Its permitted flow ilrnlt.
Tills could limit the number of connections that can be served by the Aqua.

3-.3, Wastewater Service Line. Developer shall provide a Wastewater Service
Line to each residence. This. Wastewater Service Line shall consist of a 4"
wastewater service tap^a-service pipe of adequate size to serve the resldence> a
clean out at the easement of right of Way* line, aPid; In those developments 'in
which Aqua does not also pfovlde.water utility servlqe, an e|.def Valye. Developer
'shall' Use I'ts. best efforts to ensure, that Its employees, contractors and
.subcontractors under Its-control do nqt breaks dqmage or bury these cleenputs.
It shad' be th.e .responsibility of the pwner of each dwelling unit with a gravity
service line tq maintain such Household Service Line* from" their residence -to the

sejVer .cleanout.at or near the property line. If the cleanoufls not at or near the
property line, then the owner of that dwelling shall be responsible for
malhfenance-ofthe Household Service Line up to the property line.

3.4. Cash Contribution In Aid of Construction fClACl foh WWTP Capacity.
D£Veloper-^hall^pav-to^Aqua-a-cabltal-cQSt-^recoverv~c.harge-the-5ame.-doHar^
apiount-per^gaiion^arthe'TauatVlsJtlrrent-bulk-wastev/aterxapaclty-fle, under
thfe'Bulk'W^ewaterAgreement-between-Aqua-and'COunf^for each Rlanned^
fconnectlonJn that phase_of Subdivision {cutfehtlv7$6T0p!p^^^ The CIAC
shall be paid by Developer to Aqua for the lots being developed In the
Subdivision at the time Developer records the Subdivision plat with the County
-and prior to Aqua provldlng.servlce. Fees for lots that have not been paid for will
be-calculated based on the current capacity costs at the time the Subdivision plat
is recorded.

3.5. Wastewater Utility System's Written Certlficatiori of Costs. Developer
before the Closing shall deliver to Aqua a written certification of the Developer's
actual cost In the Wastewater Utility System showing the co^ of the entire
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Wa^ewater Utility System IndUdlne the. Wastewater Utility System. ̂ n.ci
erffelneerln'g- fees-,- -which shajl haVe' a breakdown 'betvyeen' die various
:comp'onents; showing" the vend.ars" a.nd appropriate amounts; Said Written
Certification of costs'Fornrls. attached hereto as EXHI61T'3.'5-.

4. .Gyerslght; Documents Required for Water Utility System and WasteWatfef
Utility system.

4.1. Certificate of Public Convenlehce and Necessity. Upon signing of. this
Agreement, issuance of the Permits and approval of the Water Plans by DWR a.nd
Wastewater Plans by DWQ, Aqua will apply-to theCommlssloO as-sb.on as may b'e
practicable for a Certificate or for a CertifTcate Ejifensioti to provide water service,
to the SUbdiyisIdn. it -js rhutuaify understood ahd" agreed that the. sale .and
conveyance of said Assets shall .occur only after-the. granting of, the .Certificate or
■Certificate Exteh^on by GOmftjssion and. .approval of t.hp Water Plans and"
Wgstewatfer P-jans and.!?sya"nte bf the Permits by pWR and'.pvyQj Should the
Comm)s.sign fail tp* grant ■th.e Certlfl.ca.te or Certificate Extension and either party

• then terminates this Agreement,, iftqaa ajgrees to; (I) request -DWrt. and DWQ to
rescind or transfer any Permits-Issued- In Aqua's name and (il) shall terminate or
re-convey to Developer■any-'Deeded Prbperty'DeVeioper may. have transferred to".
-Aqua pursuant to this Agreement.

4.2, COhtra'cttirs en'd Consfructlbn" Warranty. Aqu'a must approve; ip writing
tfnd- prior to" the 'cpmmencemsnt of anvwprlc, -aircontractors .andsubcontractors
.that will be: utilized to construct any portion-of the Water Ut|l,ity'System or
Wasfewafer Utility System,. Aftached hereto as EKHlftIT 4.2. (a) Is a" list of all
utility contractors- currently approved by Aqua for water utility system and
I collection syrtem Installations. Aqua shall update this 'list always having a
.mlnlmum'of three approved utility contractoYs. Developer may submit tg Aqua
'^additional names of licensed contractors (Iricludlng. references)JqrJnyesdgatlon
and evaluafion by .Aqua. Aqua shall-'hot unreasonably Withhold condition of'
delay approval of such additional contra.ctors. At each Closing Developer, shall
provide Aqua with a ohe-year warranty on the.quallty of materials; .construction,
and workmanship pf Water Utility System and WasteW.ater Utility System
"components Installed to serve the Water Utlljty System Phase and Wastewater
Utility System Phase In the Subdivision.-Such warranties shall commence on the
date of Closing of each Water Utility System Phase and Wastewater Utility
System Phase and shall be In similar format as the form attached hereto as
EXHIBIT 4.2: Ibl.
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4.3., Engineering Cferfclflcatlon of Completion & Record Drawings. Developer,
'at Developer's cost, shall haye the engineer provide DWR, DWQ, and Aqua with a
signe.d apd. sealed letter from Developer's 'engineer certifying that the Watet
Utility System and Wastewater Utility System was cbhstrUcted and corhpleted in
■compliance with the approved Water Piahs, 'Wa'steWater Pl^ns, Pd'rmitS; spd
'applicable regulations. Said letter, shall corfiply Irt form arid substance with DWR.
and DWQ regulatory requirements, as applicable. Developer, at Its eypensa, shall
also provide Aqua with an electronic copy, of esnglneerlng 'as built' drawings, of
the Water Utility System Phase and Wastewater Utility System Phase In '.dwg^' |q
format and shall Include the longitude and latitude of each valve and shall also
include two spatial references in the drawings. Developer shall also provide, at
its expense, copies- of the as .built drawings that shall .depict the signature and
seal-of the professional engineer responsible for Issuing the as-bullt drawings In
',pdfformat.

•4,-4. Recorded Subdivision Pfats & Survevs. Upon Its recording, of any
subdivision pfat'for Subdivision, Develbpershall provlde Aqua" With a copy of the
recorded" plat shov/lng each lot to be served by the Water Utility System- and
Wa$tewater Utllliy ^ystprn, A recorded plat shall .Include, the- designated lift
■station-lot (if any), described by metes and bounds and designated and approved
as. a separate legal parcel, and utility and access easements in favor of- Aqua for
Ingress, egress, regress in order to operate, maintain^ repair, and replace.the
water mains, -collection system mains. Valves rttahholes'^ and appurtenant-
equipment related to the Water-Utility System ahd Wastewater UtIlity-.System.
Developer shall also provide Aqga withia-current plbt plan 'for each jift; station lot
.(if- any) showing Improverriehts made to. each" lift; station lot, Incfudlhg but not
limited to the access road, callectlon system main, and any encumbrances.

4.5. Recorded Deciaratlohs. In the event that common areas In the-
Subdivision are encumbered by a Declaration, Developer shall exempt AqUa, the
Deeded Properties and all other components of the Water Utility System an'd
Wastewater Utility System from all assessments, use restrictions, and
architectural requirements under the Declaration. Aqua agrees that should any
building owned' by Aqua require future reconstruction, maintenance, or repairs,
Aqua-shall use reasonable, efforts to reconstruct the building to its appearance as
of the Closing bate but only If recoverable' In rates, otherwise, Aqua shajl
Construct pursuant to its current specifications and design standards. Developer
shall Insert (hto the Decl'a.rati'ons easement language. In favor of Aqua, allowing
Aqua unobstructed Ingress, egress, regress, and access to' operate, maintain,
repair and replace the Water Utility System, Wastewater Utility System, and
appurtenant equipment located within the Subdivision. Developer shall also
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irtciude language in the Declarations .describing thedot owner's responsifallity to:
a) maintain the "Household Service 'Lines, serving the .lot (n accordance With the
provisions of Paragraph liil-of this Agreement and b) refrain from erecting any
structure, within the utility and access easements provided. The Declarations
shall further provide Aqua with the right to unilaterally and [immediately remove
any structure from easements'provided to. Aqua fdf the Water Utility System or
Wastewater- "Utility System If the. lot owher, fjersoh, or entity erecting the
structure falls to Immedlateiy remove it and^ further; .shall also fequife such lot
owner responsible to relrnburse Aqua" Tor all expenses associated with' the
removal of the structure as well as any remediation Aqua deems prudent. ,

4.6. IVIonthiv Rates and Fees. Aqua shall request perrriission from the
Commission to charge Its current tariff water rates and fees. Including' Its
approved water meter fee, as amended from time to time.

5^ Conveyance of the Assets.

5.1. Closing Date. Upon receipt of the Certificate or .Certificate Extension
described In Paragraph S.l of this Agreement arid receipt'"of the last Item,
described In this section" 5 the Parties shall rrititually agree upon a date for the
transfer of the- Assets, which date' shall riot !be- more, than thirty (30)- days ffom
the 'date of-.delivery of the ias.t Item described beTow;-regardless dfwjiether
multiple.Closings.o.ccuri The effective tlma-pf tjie legal transferherqUnder shall
be.I2:Gl,a;m. on the day fo!lQ\vtng.the aosIhgPate. .Upon Closing,-Aqua shalj.be
.deem.Bd'to h? the beneficlapov/riPr ofthe Assets, C[osirig sha|l take place- at -the
offices of Aqua located at"202 MacKenan Court> Gary, North Carolina Qr> by
telecopy or electronic mall, exchange of documents With originals-to follow by-
overnight- delivery. .Aqua shall not" provide water or wastewater" service -to the
Subdivision until Closing has occurred. At the time and on the terriis described In
this section 5 Developer shall convey to Aqua at no cost to Aqua, except as
described In Paragraphs 2.4 and 5,2.c of this Agreement, by deed, easement arid
bill of sale, as appropriate, the Assets and all rights to operate the .Assets
installed in accordance with the Water Plans approved by DWR and Wastewater
Plans approved by DWQ.. Said bill of sple shall'ijesubstan'tlajly similar In form and
substance to that attached hereto as EXHIBIT 5.1.

5i2i Deeded Property.

a. Lift Station Lot(s). Developer agrees to convey to Aqua by general
warranty deed or dee'd of easement each lift station lot that comprises a part
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of .the Wastewajer Utility Systerri/ if any. Each lift- station lot, shall fi'ont upon a
pujsllcly decjicated street to provide free and reasonable access tO' the lift
station, in the event the- lift -station lot does riot front upon a publicly
dedicated completed stfeet, then Ueveloper shall convey an alj vireather gravel'
access road with a perpetual 2d-foot easement for Ingress, regreSs, and access
to theMlft station for operation, maintenance, repair" and replacement. ■

b.- Perpetual Easements. For any portion of the Water Utility System or
Wastewater Utility System not located within public rights of-way, Developer
shall also convey to Aqua a perpetual easement centered 10 feet on each side
of the water and sewer mains within the Water Utility System and Wastewater
Utility System for Ingress, egress, -regress, and access, for the Installation,
operation, maintenance, repair and replacement of the Water Utility System
and Wastewater UtIKty Sysletfi. These-easements will be conveyed to Aqua by
an assignment'and girant of easement that shall be In a form that fs recordable
with fhe-courity'sre^ster of deeds, the easements, shall prohibit the-erection
of any building or structure, Wlthlti the right of way provided by the easement.

c. Instruments and Documents ofConvevance and transfer. All
Instrurpents .and document of conveyance -and' transfer, shall be In form,
reasonably satisfactory to Aqua and Its counsel, .as shall be Tiecessary to
effectuate transfer-and asslgnmeiht to, and-vest in, Acjua good and marketable
tifle.to the Water Utility System and Wastewater Utlilfy System aiid all" rights
to^)pefate'the Water-UtilltySystem and Wastewater Utility .System, Jocluding
a De.ed with a warranty of title for ariy fee parcels, the. Grant and Assignment
of Easement^} and the Bill of Sale and Assignment.

d. Title' Insurance for the Deeded Property. At least 30 days-prior to Closing,

Developer shall obtain and pay for a title insurance commitment In the
amount of $50,000 for each Deeded Property. The title commitment shall
Insure that each Deeded Property shall be conveyed at Closing free and clear
of all liens and encumbrances and will be Insurable at normal rates. Developer
shall provide Aqua with a current final owner's title Insurance polipy at Closing.
Aqua, at Closing, shall reimburse the Developer the title insurance premiums
Developer paid In .connection with the Issuance of the title Insurance policy
provided that Developer has first completed an IRS W-9 Form and delivered
such form to Aqua prior to Closing.

5.3, Pre-Closlrie Deliveries of Developer. Developer shall deliver to. Aqua at

least 15- days prior to Closing;
1
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a. a tEirapIete.d.W-9 form as set forth In paragraph 2..4' anci.5,2.'c;

'b-.' a completed written certification of peyeloper's coSt In the-Water Utility
•System and Wastewatertitlllty System as set forth In Paragraphs 2.4 and 3.5;

c. a copy of-the engineer's letter certifying that the- Water Utility -System
and Wastewater Utility System, is Installed In compiiancfe with the DWR
approved Water Plans and DWa approved Wastewater Plans as set forth In
Paragfaph.4.3.';

d. an electronic copy of engineering record drawings of the Water Utility
System ̂ahd'Wastewater Utility Syrtem as constructed ("as-builts") completed
by.the engineer of record fbr the project as set forth in Paragraph 4.3;

e. a recorded plat and surveys-as setforth In Paragraph4-.3;

f. a copy of the recorded Declaratldns^as set forth iri Paragraph 4;44.5;

g. the-title Insufanqe' Go;mmItmBnt,.for th'e Deeded Prdpefty as set forth In,
Paragraph 5^2.c and daiiVered in accordance with the tFme frame specified In
thatSepti'prt;

h. a" list.of physical addresses and- lot numbers-for each lot in the "Subdivision
that vvlli served "by the Water UtHlty System installed In a form aubstantially
similar in a substance to that-attached hereto as EXHiBlT5.3.h:

I. a llst.of utility providers' for any lift stations -cdhstructed as part of the
Wastewater Utility System, p's set fprth in Paragraph 5.;8.

5.4. Closing Deliveries of PevelDPer. Developer shall furnish Aqua with:

a. a one year construction warranty for the quality of construction on all
Water Utility System and Wastewater Utility System components- as set forth
In Paragraph 4.2;

b. an execDted bill of sale for the Assets, rec0rd.ed deeds, and perpetual
easements Iri the form provided in EXHIBIT 5.1:

c. final owner's policy for the Deeded Property as set forth in Paragraph
5.'2.c;
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d. ^ refease of any mechanics Ilens' and a release of any Interest by
Developer In. the .Water Utility System and Wastewater Utility System.

e. Representations-and Warranties of Developer. Developer to" provide a
signed Certificate that represents and warmhts the following:

1. Ddveloper Is the owner of the Water Utility System and
Wasfetvater Utility Systenj is In good standing under the laws of
the Sl3te of North Carolina.

1. Developer, has full power and authority to sell, convey^ assign,
transfer and deliver the Water Utility System and Wastewater
Utility System to Aqua, including the lift station lot, arid grants
of "easement, and such transfers do riot violatei conflict with ol*
result In the breach of any tefrii, ̂ condltion'or provision of ariy
iristfciment,. contract, lease, agreement, permit, certificate or

other docum'ehf to Which. Developer Is- a party or .is otherwise
boyrid..or affected, prby*which a,hy-Qf the-Water Utility System;
or Wastewater Utility System may be .bound or affected.
Developer has good and rtiarketa.b'Je title, to the Water Utility
Sys.tem.and Wastewater UtilitySystem, free and clear ofall liens
and encumbrances.

3, All -.tanglbre property included In the Water Utility System and
Wastewater" Utility System Is er will be In good operating
condition at the time of conveyance.

4. There .are no known "vlbla.tlons-or npncompllarice with the laws
arid "regulatloris applicable to- th? Water Utility .System,
Wa^rtewater Utility System, nor of any envlronmentaj problems
oT cori.c.erns relating to the Water Utility System or Wastewater
Utijity System.

5.5. Closing Requirements of Aqua. Upon Closing Aqua shall (I) reimburse the
Developer the-title premium fees, {!!) transfer utilities for the lift station(s) to
Aqua's name, if any, ahd (li!) begin operation of the Water Utility System and
Wastewater Utility System.

s

5.6. Conditions Precedent to Utility's Obligations. All obligations of Aqua
under this Agreenien't are subject to the fqiflllment or satisfaction of each of the
following. co"rid).tions precedent. Aqua may waive any or all of these conditions,
proyld.ed, however, that no such waiver ofa condition shall constitute a waiver
by Aqua of any of Its- other rights or remedies hereunder.
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a. Aqua shail be satisfied with the condition of the Water Utility Systeni- and
Wastewater Utiiity System to be acquired and the quality of cohstfuctiqn
thereof*

b. Aqua shall be satisfied with the quality of title for the Deeded Property
'cbnveyed to Aqua by Cjeyelbper.

C. Developer shall have, receive^ [\) final, non-appealable approval from
Johnston County for Subdivision of the lift, station lot (if any) from the larger
tract of land of which it is presently a part and (il) all required authorizations or
approvals relating to the Water Utility System and Wastewater Utility System
from any governmental authority with jurisdiction over the Water Utility
System and Wastewater Utility System, if any.

d. DeVeloper-shall have performed and compiied m ali matefial respeqt with
all agreements, and conditions requlrecl fay thlsAgreementto be..perform6d or
oqVnpil.ed'.vffith by Developer prior to pret Clo'slrtg,

e. All representations, apd v^arranties ̂ hall be true and correct as of the
■iiloslngs) as evidenced hy the Gertificate(s) as sefforth in Paragraph S.6.e

fi Aqua shall have received all governmental authorizattoris needed for the
.transfer- of Assets IricWdlng, but not limited to, an Order arfd Certificate of
PuBlic. convenience from the ComrhlssIpn,.ia.uthG[rIzing: (1) the transfer of
Assets-es cbntemp.iated by .this Agree.mentj [il) Aqua to/provide water and
sewet service to the .customers" In" the Subdivision; and .[ilj). tfie adoption of
initial rates as requested by Aqua pursuant to, Paragraph 4.5 of this
Agraem.en't, such governmentgi authorizations, orders and approvals,
including those of the Commission, and other appropriate agencies,. If so
needed, shall be final and non-appealable, ahd in a form and substance
reasonablysatlsfactory to Aqua.

g. At Closing the Water.Utllity System and Wastewater Utility System shall
not be materially adversely affected by fire, explosion, earthquake, disaster,
accident, cessation o.r'Interruptio'n qf utility or other services, flood, drought,

.  lack of water supply, contamination of vyater supply, embargo, riot, civil
disturbance, uprising/ activity of armed forces or act of God or public enerhy,
or any other event or occurrence.

h. At closing no proceeding shall be pending or threatened before any court
or governmental agency In which it Is sought to restrain or prohibit or to
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obtain damages or other relief In connection with this Agreenient or iri- the
.cohsummatloh of the tfahsactldns contemplated hereby, and no Investigation-
that might! eventuate InariysUcH suit, action or.prdteedlng, shall be pending*or
threatened,

■5.7. Subsequent- Closings. After the Initial Closing; Developer shall notify
Aqua In Writing upon the completion of each" ̂ ater Utility System Phase and
•Wastewater Utility System Phase. Closing for each constructed Water Utility
System Phase and Wastewater Utility System Phase shall occdr In accordance
with section 5 of this Agreement.

5.8. Transfer>of Utilities. Upon Closing, Dfeveloper and Ah'ua will-copperate to
transfer utility service; including telephone, efefitric and any oth^r utility service
deeded that Jp In peye.fpper's n^me qncfJs. necfessiarv to operate the Water Utility
System anji Wastewatef Utility System'. .Developer-shall provide Aqua with the
.utility seiVlce provider's name, phone number, aqd account nu.rnber{s) Issued by

•  the service provider for the uflllty servjce.. Aq.iia shall complete such -transfer of
services upon Closing-and shall pay-Its prorated share of-.cosfs. upon receipt of Its
first Invoice from the.providen

5.9. TaS<es add Other Costs> Developer.afid.A51.u.a shaH.lfajDpli.cab'ie, .each pay
SO%.bf the realty trahsfer tax on all real property-iconveyed as part.Of the-Water
-Utliity'System arrd Wastewater OfiJIty^ystem, Including such eS may be l.6vl'ed' on
e;ach su.b'sequ.ent -PhaSe.- ^ach Party Shalj .bear-thelf owq Cq.sts related to the:
preparation. fdrClbsingvAqua.shall not b.etespqnsiblefor costs-of property taxes
on any Dee.ded'Property respect to which title-is not conveyed to. Aqua.
Aqua shall only be responsible for real estate property whleh lf owns.

6. Cfeneral Prov|s?onsr.-.

6.1. Execution of Future Agreements. After-the execution of this Agreement,
all new development agreements entered Into by Developer for the Subdivision
shall be consistent, with the terms of this Agreement. Developer- also warrants
that It has not entered Into any development agreements that are Inconsistent
with the terms of this Agreement.

6.2, Representations Reearding Ffre Service. Except as set forth In Schedule
6.2 Seller hereby represents and warrants to Aqua as follows with respect to fire
service:

a. Agreements. Seller has nbt entered Into an agreement concerning fire
Flowers Plentatlon Service Area
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•service other than as disclosed !n Schedule 6.2.{a);-

b; Rebreseritafloiis aboutFli'e Sfervlce. Seller has not made a representation tcj
any customer or other person^ business or governmental agency that-the system-
is capable of providing. "fLo\wsto fight-any fire other than as disclosed-JmSchedule
a2.(b).

6.3i Representatlong..-Warranttesv Covenants and Agreements Siirviye Closing.
All representations and warranties of Developer and Aqua hereunder shad
survive each Closing. Further, any coveiiant or agreement herein which
contemplates performance after the time of any Closing shall not be deemed tp
be merged Into or vSalved by the Instruments- delivered in connection with such.
Closing, hut shall expressly survive such Closing and continue to be blridlng upon
the Parties.

6.4. Binding upon 'Successors and-Asslensv This Agreement shall be binding
MP'PO" a.nd shall Inure ta the .benefit of Developer and Aqua,, and the successors
and', assigns of each. Neither party may assign this Agreement to a person br
eriti.ty lacking the financial- ability or expertise to! perfbrm Its obiigatlops
hereunder.

6.5. No Third Partv- Beneficiary Rlsfits. Nothing Expressed or Implied In this
Agreerhenfwill be.'construed as proVltllng-ariY'Ie-gal or equitable" right, remedy or
dalrn under.or With respect to this Agre.ement or ariyprpvisloi) of this. Agreement
tp:amy third'party.'

e.jSi Mo Agency. Partnership-.or-Joint Venture Created. The. Parties: are and
shall be- independent to one" another, and nothing Herein shall be deemed to
create an agehcy, partnership, o.r joint venture betwedri therrl.

6.7. Counterparts., This Agreement may be executed in one or more

counterpart signature pages- (Including facsimile counterpart signature pages),
each of which vi/ill be deemed to be an original of this Agreement and all of
which, when taken together, will be deemed to constitute one and the same
agreement.

6.8. Headings. The headings within this Agreement are Inserted for
convenience only and shall not be construed as a llmitcition or expansion bf any
term or provision of this Agreement.

6.9. Enforcement of Agreement. Each Party acknowledges and agrees that

FI6.Vk/ers'PIantat1on Service Area
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the other Paily. vj/ould be- Irreparably damaged Ifany of the provisions ofthfs-
.Agree|j\erit are-notperfbrmed In accordance with their sp6tlfic-terms and that
anybreach of this Agreemenfbya Party could ndtbe adequately Co.rop,ensate.d In
all cases by monetaiy dafna'ges'alone. Accdrdliigly, in addition' to anyothe'r fight
or ferriedy to which' a Party Itiay' be entitled, at law or In equity, it shall ibe"
"entitled to= enforce any [provision' of this Agreement bv ̂  decree-:of -specific
perform'ance' arid to tehipofary preliminary, and permanent Injunctlve relief to
prevent -any breach or threatened breach of any' of the .provisions of this
Agreement, without-posting any bpnd or other undertaking.

6.10. Waiver. The failure of a party to immediately assert its rights or an
obligation of the other party hereundef shall not be deemed as a WalVer of sbcfi
rfght or obligation, No slhgje waiver of any. term, condltron or pfovlsidn ofthls
Agreement shall be deemed to be, of fdnstrue'd as, a further jprcpntihyfrig
waiver .of any such term", .co'nditiori or provision unless agreed to by written
instfum'ent,

6.11. Entire' .Agreement'-. This-.writing embodies the entire agreement and
updersta'ndjng between the part:ies'heret.o'and" there-are no other agreementS'or
iind6rstandinBs,,orai or written, with reference to-the slibject 'matter hereof that
arer not merged herein: and superseded hereby. N'o'prio'r dfai 'cbmmitm'e'n.t shall'
"be binding- against either-party;

'5.12. Modlflcatlohs-in Writing. This-Agreemenfrhay- not b,e mddifred;..amend?d
-.or chajigo.d. In' apy res'pect .except In writing, duly signed by the parties, h'ereto..

6.13. Limitation on \/enue and Jurlsdibtlbn. The Parties" agree that the state.

an:d federal courts-(n the-State of North Carolina shall be the sole and exclusive
venues for litigating any- disputes concerning this Agreement and that litigation Is
limited to such court having Jurisdiction oi/erahy dispute.

6.14. Governing law. This Agreement shall be governed bythe laws of the
State of North Carolina, without regard to such state's conflict of law or choice of
law rules.

6.15. Authority to Sign Agreement. Both persons signing this Agreement
warrant they are fully authorized to sign this Agreement on behalf of Developer
or Aqqa, to bind th.elr respective part to the terms and conditions of this
Agreement and that no. further approvals or authorizations are needed to bihd
their respective parties to its terms".

Floweit Plantation Service Area



20

■6.l6. Notices'.- All notices and other comrTiurifcatrons required or perrnjtted
Kereuhder shali fa.e in .writing .and shall be sent, either (I) personally by hand
deflyery, (li) by registered or certified United States first-class mail, postage
prepaid, return receipt requested, (III) by nationally rScognl^dd oyernlght.courier,.
or(iv)hY facsimile-addressed to-the address.orfacslnrtlle number Ih'dteated beldW
(or at such other address or faeSinllle ridmber as.- Such Party or permitted
.assignee- shall have 'furnished t"d the. other Parties hereto In Wrttfng), All such. S
notices and other written commCihlcations shall be effective on the .date of g
delivery* 3

If to DeVeloRqr, such notice shall be addressed to:
BFP U'^VELOPERS, LLC
1210 Trinity Road, Suite 102, Raleigh', NC 27607
Attn; Managing-Member

If to A'qya, such nptlce shall he-addressedto:
Aqua North'Carolina,-Inc.
202 MacKenart Cdtirtl.Cafy, NC 27S11
Attn: President' ^
Telephone: (9l9).4:57-87i2
Facsimile: (9l"9) 460-17-S8

IN WITNESS WHEREOF; the- Parties have caused this .Agfeeinent to" be executed
on'thls,d.afe" and yearfifst note'd'afaqve.

BFP DEVELOPERS, LLC"

anaglng Member

AQUA NORTH CAROLINA, INC.

shannon V, Becker, President

Flower's Rlar\fBtIon Service Area
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Public Staff Berger Rebuttal Cross Exam Exhibit 1

Aqua North Carolina, Inc.
Docket No. W-218, Sub 497

.Aqua North Carolina, Inc.

Public Staff Engineering Data Request No. 13

Requested by: Charles Junis Email: charles.junis@psncuc.nc.qov
Date requested: June 12.2018 Phone: 919-733-0891

Due date: June 26. 2018

Subiect of Data Request: Purchased Water

Question 1

For responses In Excel format, please include all working formulas.

Q. Please provide a detailed explanation for and reconcile the unaccounted for
purchased water supplied by the City of Asheville, City of Concord, City of Mount
Airy, Davidson Water, Harnett County, Iredell Water, Town of Pittsboro, and Town
of Spruce Pines during the test year ending September 30, 2017. Please see the
calculated water loss columns on tah-Ex Hw, col 1-4 of the embedded worksheet.

A. Overall, Aqua NC has a purchased water loss percentage of 13%. Below are
comments about the specific outliers:

Citv of Asheville - this is Twin Creeks in the Denver area. This is a system that has a
history of water loss right up until November of 2017. During 2017, the water mains were
replaced AND in the last seven months, the water loss percent is down to just 15%.

Citv of Concord - Addressed in 03 of this EDR. This was a leak detected in 04 2016

which has been corrected and showing a much lower water loss percentage beginning
March 2017.

Citv of Mount Airy - Greenfield. This is an older system that historically is prone to leaks.
Five service line leaks have been found and fixed here during 2018.

Davidson Water - This system was discussed/analyzed earlier in 2018 when the vendor
increased its rates. This is a system that has had loss issues historically. Although still
higher than 20%, the numbers have improved since 2013/2014 when the percentage was
over 45%.

., • * . i' >

Harnett County - Woodlake. This is one of Aqua's larger purchased water systems and
has had a history of leaks. j

2015-30%

2016-32%

2017-23%



There is still work to be done/leaks to be detected, but the trend Is going in the right
direction. |

Iredell Water- This is for River Hill Heights. During the first six months of the test year
there was an issue that cause this system to lose over 40% of their water. SINCE April
2017, however, the loss percentage has been less than 10%. Based on this analysis,
this system will have an Item 18 adjustment submitted to normalize the test year volurne.

Town of Pittsboro - This system has had issues with leaks in the past and more recently
Aqua NO has been required to flush fairly large quantities due to TTHM issues with the
Town's water. The company is trying to work out a credit from the town related to this
flushed vyater.

Town of Spruce Pine - Swiss Pine Lake. This a smaller purchased water system (200K
gallons purchased / 150K gallons billed). The company found out that we have an issue
of the overhead storage tank overflowing and have taken steps to address this.

Prepared by:

Dean Gearhart

Manager, Rates and Planning
Aqua North Carolina, Inc.

r



Public Staff Berger Rebuttal Cross Exam Exhibit 2

Aqua North Carolina, Inc.
DocketNo. W-218. Sub 497

Aqua North Carolina, Inc.
Public Staff Engineering Data Request No. 53

Requested by: Charles Junis Email: charles.iunis@psncuc.nc.qov
Date requested: August 10.2018 Phone: 919-733-0891
Due date: August 15, 2018

Subiect of Data Request: Follow-up

Question 3

Q. Pertaining to EDR 10 and EDR 13, please provide an updated "Item 10 NO Prch
Water 093017" Excel spreadsheet reconciling the unaccounted water and
normalizing the purchased water expense.

A.

Please see attached Excel file titled "EDR53 Q3 Purchased Water

UPDATE.xIsx".

In this file are four tabs. The first two (in green) are updates to Exhibit B3-b-3 &
B3-b-3-a. The second two tabs (in red) are the original tabs. Within the B3-b-3-a
UPDATE tab are purchased water vendors that are hi-lited in yellow indicating an
update has been made to them.

They are summarized as follows:

•  City of Asheville: In EDR 13, the company discussed historical water loss

issues up until November 2017. On lines 859-893 of the updated B3-b-3-a
the volume has been adjusted to reflect purchases since December 2017-
projected for a year. The resulting reduction in purchased water volume
results in a reduction of purchased water expense of $12,957.37.

•  City of Concord: In EDR 13, the company discussed water loss

normalizing as of March 2017. On lines 186-201 of the updated B3-b-3-a
the volume has been adjusted to reflect purchases for the 12 month period
ending February 2018. The resulting reduction in purchased water volume
results in a reduction of purchased water expense of $15.365.75.

•  City of Llncolnton: In EDR 13, the company issues the vendor has had

with its meters. Indicating that the company appears to have been
undercharged by the City and suggesting that the test year purchased water



volume needed to be adjusted up. On lines 210-230 of the updated B3-b-
3-a the volume has been adjusted to reflect purchases for the 12 month
period ending 6/30/2018. The resulting increase in purchased watervolume
results in an increase in purchased water expense of $4.134.48.

City of IVlount Airy: In EDR 13, the company discussed water loss history
with this vendor and how some leaks have been fixed in 2018. On lines

626-642 of the updated B3-b-3-a the volume has been adjusted to reflect
purchases for the 12 month period ending 6/30/2018. The resulting
reduction in purchased watervolume results in a reduction of purchased
water expense of $3.171.90.

iredeil Water Corp: In EDR 13, the company discussed water loss issues
during the first 6 months of the test year. On lines 490-505 of the updated
B3-b-3-a the volume has been adjusted to reflect purchases for the 12
month period ending March 2018. The resulting reduction in purchased
water volume results in a reduction of purchased water expense of

$185.28.

Town of Spruce Pine: In EDR 13, the company discussed water loss
issues due to an overhead storage tank. On lines 524-558 of the updated
B3-b-3-a the volume has been adjusted to reflect purchases for the 12
month period ending 6/30/2018. The resulting reduction in purchased water
volume results in a reduction of purchased water expense of $629.95.

Johnston County: As of July 1, 2018, the bulk water commodity rate
being charges by Johnston County has increased from $2.28 per 1,000
gallons to $2.40 per 1,000 gallons. On lines 352-459 of the updated B3-b-
3-a, the price has been adjusted to reflect this increase. The resulting
increase in price results in an increase in purchased water expense of
S21.905.24. The letter from Johnston County announcing the price increase

is attached as "EDR53 Q3 Johnston County Price Increase.pdf

The net impact of all of these adjustments is a decrease to purchased water
expense of $6.270.54. This is summarized in the Exhibit B3-b-3 UPDATE

schedule on the first tab of the Excel file.



Prepared bv:

Dean Gearhart

Manager, Rates and Planning

Aqua North Carolina, Inc.



Public Staff Berger Rebuttal Cross Exam Exfiibit 3

zl/AAqua North Carolina, Inc.

Docket No. W-218. Sub 497

Aqua North Carolina, Inc.

Public Staff Engineering Data Request No. 58

Requested by: Charles Junis Email: charles.iunis@psncuc.nc.gov

Date requested: September 5. 2018 Phone: 919-733-0891
Due date: ASAP

Subiect of Data Request: Rebuttal Berger

Question 4

Q. On page 5, lines 12-17, please provide a table of the 12-month rolling average
of unaccounted for \A/ater (DAW) during the 3 year period ending June 2018,
the dates, duration, and quantity of water flushed during the 3 year period
ending June 2018, and the Company's estimate of the necessary frequency
and quantity of flushing on an ongoing annual basis.

A. Due to the timeline to satisfy this request, the Company is unable to provide
historical data at this time. The Company cannot provide an accurate estimate
of the amount of flushing required in the future. The flushing volume will be
determined based on levels of Disinfectant By-Products found in the source
(purchased) water and our efforts to resolve this issue with the purveyor.

Prepared by:

Amanda Berger

Manager, Environmental Compliance



Aqua North Carolina, Inc. |
Docket No. W-218. Sub 497 '

Aqua North Carolina, Inc.

Public Staff Engineering Data Request No. 58

Requested by: Charles Junis Email: charles.iunisfSpsncuc.nc.gov

Date requested: September 5. 2018 Phone: 919-733-0891
Due date: ASAP

Subject of Data Request: Rebuttal Berger

Question 3

Q. On page 5, lines 8-11, please provide a table of the 12-month rolling average
of unaccounted for \water (UAW) during the 3 year period ending June 2018,
the dates, duration, and quantity of water flushed during the 3 year period
ending June 2018, and the Company's estimate of the necessary frequency
and quantity of flushing on an ongoing annual basis.

A. Due to the timeline to satisfy this request, the Company is unable to provide
historical data at this time. The Company cannot provide an accurate estimate
of the amount of flushing required in the near future. The flushing volume will
be determined based on levels of Disinfectant By-Products found in the source
(purchased) water and our efforts to resolve this issue with the purveyor.

Prepared by:

Amanda Berger

Manager, Environmental Compliance



Aqua North Carolina, Inc. j
Docket No. W-218, Sub 497 j
Aqua North Carolina, Inc.

Public Staff Engineering Data Request No. 58

Requested by: Charies Junis Emaii: charies.iunis(5)psncuc.nc.gov
Date requested: Septembers. 2018 Phone: 919-733-0891
Due date: ASAP

Subiect of Data Request: Rebuttai Berger

Question 5

Q. On page 5, iine 18, through page 6. iine 7. please provide a tabie of the 12-
month roiling average of unaccounted for water (DAW) during the 3 year period
ending June 2018, the Company's evaluation, including workpapers,
supporting the statement that "non-revenue water loss has dropped since
undertaking these efforts", the dates, duration, and quantity of water flushed
during the 3 year period ending June 2018, and the Company's estimate of the
necessary frequency and quantity of flushing on an ongoing annual basis.

A. Due to the timeline regarding this request, the information that is readily
available is provided as Exhibit 1. Exhibit 2 includes the list of leaks repaired
between 2014 and 2016, including costs incurred that total $1,007,694.01.

Prepared by:

Amanda Berger

Manager, Environmental Compliance



AQUA NORTH CAROLINA, INC. ;
DOCKET NO. W-218, SUB 497
AQUA NORTH CAROLINA, INC.

PUBLIC STAFF ENGINEERING DATA REQUEST NO. 58

Requested by: Charles Junis Email: Gharles.iunis@psncuc.nc.gov
Date requested: September 5.2018 Phone: 919-733-0981
Date due: September 7. 2018

Subject of Data Request: Rebuttal Berger

Question 7

Q. On page 6, line 17, through page 7, line 13, please provide the dates that leaks
were identified, the dates the repairs to the leaks were completed, a table of the
12-month rolling average of unaccounted for water (UAW) during the 3 year period
ending June 2018, the Company's 2017 "internal process" evaluation, including
workpapers, the dates, duration, and quantity of water flushed during the 3 year
period ending June 2018, and the Company's estimate of the necessary frequency
and quantity of flushing on an ongoing annual basis. In addition, please provide
the Company's plan of action to resolve the DBFs going forward.

A. 2017 Chapel Ridge Leaks -

1. 441 Parks Drive - Hydrant Leak - Identified 1/19/2017, Repaired 1-25-2017
2. 369 Autumn Chase - Water Service Leak - Identified 1/26/2017, Repaired

1/26/2017

3. 106 Autumn Chase - Water Service Leak - Identified 2/2/2017, Repaired
2/21/2017

4. 99 Golfers View - Water Service Leak - Identified 2/21/2017, Repaired
2/21/2017

5. 382 Autumn Chase - Water Service Leak - Identified 3/22/2017, Repaired
3/22/2017

6. Chapel Ridge Lift Station #3 - Massive Water Service Break - Identified on
6/2/2017, Repaired 6/2/2017 (Created massive pond in unoccupied area)

7. 424 Autumn Chase - Water Line Break - Identified 6/20/2017, Repaired
6/20/2017-This is the same as the 6/28/2017. 1 believe the bill was paid on
6/28 but the break was on 6/20

8. 170 N Parkside Drive - Water Main Break-Identified 8/9/2017, Repaired
8/9/2017

9. September 2017 leak found and fixed at booster station
10. October 2017 - Valve found half open to old development that has

compromised infrastructure

Available data for UAW was provided to Public Staff in EDR 13 01.
Communication regarding the Company's future plans are attached.

Prepared by:
Amanda Berger
Manager, Environmental Compliance



Public Staff Berger Rebuttal Cross Exam Exhibit 4

;  x/A
Aqua North Carolina, Inc. |
DocketNo. W-218. Sub497 |'
Aqua North Carolina, Inc.

Public Staff Engineering Data Request No. 58

Requested by: Charles Junis Email: charles.iunls@psncuc.nc.gov

Date requested: September 5. 2018 Phone: 919-733-0891
Due date: ASAP

Subject of Data Request: Rebuttal Berger

Question 10

Q. On page 16, lines 24-26, please provide the separate amounts designated as
compliance and operational testing for each year. Please include work papers
supporting the amounts. In addition, please provide the separate amount
designated as compliance and operational testing for the test year ending
September 30, 2017 and for the 12-month period from July 1, 2017 through
June 30, 2018 by rate entity (ANC Water, Brookwood, and Fairways). Please
exclude Aqua's update NOD testing which is a separate issue.

A. Based on the timeline provided for this request, the only available work paper
we have at our disposal is attached and labeled Special &Compliance. It is an
accounting of special and compliance samples for which a work order was
assigned. Please note, work orders are not assigned for all compliance or
operational testing.

Prepared by:

Amanda Berger

Manager, Environmental Compliance



Public Staff Berger Rebuttal Cross Exam Exhibit 5

I
Excerpts from Amanda Berqer's Recording of the August 29, 2018 Secondary Water

Quality Meeting between Aqua, the Public Staff, and the DEQ Public Water Supply
Section fPWSS)

Excerpti: 1:15:34-1:16:05
Bob Midgette (PWSS) "We are looking for a rational basis to be explained in the
responses to the Notice of Deficiency and for it to - - so that each response should be a
- - a growing explanation of what has taken place to resolve the situation and an
explanation of future steps. And that explanation of future steps, we [PWSS] fully
expect it will be Aqua's recommendation as to what the future monitoring should be."

Excerpt 2: 1:37:47- 1:38:31
Amanda Berger (Aqua) "I think what we need to do is look at it from an operational
perspective, like Bob [Midgette] is saying, and as - - as we go through each one of
these, where we see - - we see the trend we - - or we realize we have got enough
[samples/data], we propose it [frequency schedule]."

Bob Midgette (PWSS) "But as a - - as a generalized statement, I think that makes sense
to me, to continue monthly through September, with a - - in general, I would like for
planning or budgetary purposes, I would anticipate then quarterly for the next year, and
then we'll see after that, I mean maybe you [Aqua] could start going just - - if 1 - - if I
looked at the data and it supported that I could see proposing, I'm [Aqua] going to do it
annually."
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To: Bill Grantmyre

From: Susan Wilburn

Date: August 6, 2004

Re: Water and Wastewater Agreements
Flowere Plantation Sections I, II and IIIB
Buffaloe Creek Side

I  -^/A-

Heater's total cost and the way It was distributed Is as follows:

Billed to Becky Flowers
Heater's 1/2 not billed

Heater's Investment

Capitalized Interest
Other payroll and overheads

Total

440,816

440,816

75,000
29,618

'41,083

1,027,333

See attached schedule for very detailed breakdown


