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In the Matter of:

Application by Aqua North Carolina, Inc.,

202 MacKenan Court, Cary, North Carolina R?ggg’;%’éf%HgCAROL{IJNA S
27511, For Authority to Increase Its Water
and Sewer Rates COMMENTS-FROM RALEIGH

PUBLIC-HEARING

- Now Comes Aqua North Carolina, Inc. (“Aqua” or, "Company”),
responding to decretal paragraph seven (7) of the Order entered by this
Commission on Septemt_aefn;_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 Carblina at the Dobbs Building, Room 2115, 430 North Salisbury Street,

Raleigh, North Carolina. Commissioner ToNola 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. Patierson. Staff
attorneys Elizabeth A. Denning and William E. Grantmyre, along with Charles
Junis, Engmeer Water and Sewer Division, appeared for the Pubhc 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 [eve! of
corrective action, and describes generally the Company's position en and
communication about its service fo 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 initiaily describe this phenomenon,
the existing and pofential options for treatment, Aqua's currént 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. Compliance with secondary standards is not required to
insure safe’gy 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 elemenits, and in sum, it.is
not uncommon for drinking water supply to exceed the secondary WatLer
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 driliing.

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 they
may be prepared for temporary water discolorations and—in some instances---
low pressure. Aqua has specific flushing schedules for systems that have knowr;

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 solutien to
" the source of supply.

2. Chemical sequestration. For iron and manganese that is solubie,
there are approved chemical sequestration additives that can help with the
impacts of these naturally occurring minerals. The basic operation of aimost alf 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 sclution. 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 clgar regardless of its iron levels at the source. !t also
means the water shouid be coloriess regardless of pH Ievel,'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 chlo_'rine 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
jevels. It also means coloriess water regardless of pH level, time that the water
has been in use, or the temperature of the water. SeaQuest® is even expected fo
keep the manganese colorless after the addition of chlorine to the water for

disinfection purposes.

"thugh..SeaQue‘st®-‘isithau_ght—td-beva—s_up grior-product—itsTiifigact on

d W nstanfanecus. - lt-{akés_time_for_tiie_ ScaQuesi@ {67

digsolve all_of the build-up. in the mains. d_!§1fl§l_l’,fi@i1:ﬂ§§_&._a:nd:cust@mer—.service-—/'

fines: Ihis i@ Iong. ferm_process,  SeaQUesHRrWHL “keep-the_disscived_Fefin___7

cbjgtlesgs_.f.r.om_the_‘weuusduree,,and,dmat-thehwﬁaiI'v@he'n*‘it"is"-addeﬁj'..
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However—it-will-take _several_months—=up_t0_a_yea—or the SEaQuest® o

M L T e,

-r-'-""'-r‘-"-‘:ﬂ"m_.-—‘ . e, < LY (] Tty . -
dissolve. fhe-build-up-that-has-accumulated-on_the.inside_of_the. pipes,-tanks, 7




\w.eumanufacture't.-:ﬁﬁzcammen §_geveéral_flushings-at-intéivals such

as:30.days,.60.days,-90.days,-and-120.days, f.possible,

AgiiE-uses-sequestrationfadditives-te.tréatapproximately-25%-ofits-wells

3. Filtration. This process uses filters which are installed at the sourcé
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 sulfide) to be oxidized. The oxidized impurities are the;n trapped in the
sand and held. Periodically the green sand filter media must be backwashed fo
regenerate the capacity and to remove the impurities captured. Green sand fitters
are also effective for manganese removal. In these instances, additional
treatment ahead of the filtration may be required in order to achieve satisfactory
resuits,

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 fo allow the backwash to be
discharged to ditches, streams, andfor creeks. [n many cases, this is no longer
an option because of heightened environmental regulation. Another option is to
storé 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 effott 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, Sheri 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 withesses Furr and Junis, in the testimony of the public
witnesses at the seven public hearings, in the verified Reports on Customer Concemns,
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




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 occutring 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 wil 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 installing 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 polyphosphate 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 soiution.
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
Agua 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 o 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 Agua’s lower producing wells, this treatment appears to be
effective. He noted that the Company is still experimenting with this treatment
combiriation. He maintained that the most effective way of removing secondary water
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|
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 couid 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 guality concerns associated with secondary water quality
standards. Witness Roberts responded that there are many unknowns associated with
drilling @ 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 availabie 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 Agua has a duty to be proactive in responding to
customer complaints concerning secondary water guality 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 reguiations, 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 resuit 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
Agua convey conversations with, reports to, and the recommendations of DENR to the
Public Staff in a timely manner. '

Witness. Junis_testified~that-the-primary-response-Agua-is—taking_to_address
concentration~ |8Vels_of_iron—and—manganese—exceeding—secondary water _qualityo.— -,
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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 quality during treatment. Witness
Junis stated that the Public Staff is looking for incremental steps in terms of the
treatment of secondary water quality issues, whether it is chemical sequestration or
filtration.

Public Staff witness Furr 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 Furr 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, Bloomfield, Meadow Ridge, Olde South Trace,
Sedgemoor/Village 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.




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

25




written format and should be provided, at a minimum, on a bi-monthiy basis. Aqua
should provide the Public Staff copies of. (a) Aqua's reports and letters fo 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 Fermnald. 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. n
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 will 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 utilittes under G.S. 105-116. As a result,
Agua will 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 fax, 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 will 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 offerad by the Stipulating Parties regarding
Paragraph 16 of the Stipulation, this provision appears fo 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 Stipuiation 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 1S, THEREFORE, ORDERED as follows:

B 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 inci‘emental 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 Nofice 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, properiy
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, Bioomfield, Meadow Ridge, Olde South Trace,
SedgemoorfVillage of Wynchester, Castle Bay, Monticello Estates, Olde Beau, Harbor
Club, Sutton Estates, Waterfall Plantation Estates, Hampton Ridge, and Westmoor
systems. Such reports shall describe what is being done by Agua fo 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 estimates 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 shali
continue to be filed until further Order of the Commission.

8. 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 concemns 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 quality

concerns that are _g_fje_g_:ﬂngnlts,@_siomers It a particllar_secondary water.quality-concern
[as_affected or_is affecting _10_percent. of.the-customers-in.an-individual. subdivision Q
fﬂgge e area or 257billiAg custhers whithéver is lgssthe-customers-affected-and- the-.

e?stlmated expenditures. that are necessary_.to:erad:cate_the_secondary_.water quahty»-.g
issues through,the‘use of-projects-that-are-eligible_for-recovery-through- the—WSIC-shai}-—f =7
e _detailed in the. written. réport. 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.

I
12. mlhconveywconversatlons-w:th—"-re'ports"to and“”fhe‘“j
récormmendations of DENR_fo_thé_Public_Staff regarding the_water_quality..concems.__ .~
being. evaluated_—and—addressed in_Aqua’ s-systemsuln*a_tlmta;ly manner. Such
cofhrunication_sfhall_be i a written format and-shali be provided; at a 8 minimum;-en.a d’

———_ g e

bizmenthly basis, Aqua shall-provide-the-Public_Staff copias of: ’(a)'Aqua s-repoitstan
letters-to-DENR-concerning: ‘water-quality-coneems-in-its-systems; -(b)-responses. fromp
DENR _concerning- reports;-letters—or-other-verbal-or-written..communication .received
from Aqua; and (¢) DENR’s specific-recommendationsfo_Aqua,.by_syster, € oncernmg_.;?
§éEh of-the'water-quality-éoncerns-being.evaluated by DENR ./

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. Agqua 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, that 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, assumptlons 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 iis 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 Commission 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 COMMI[SSION.

‘This the _2" day of _May , 2014.

NORTH CAROLINA UTILITIES COMMISSION

Aail L. DN ouwrnsk

Gail L. Mount, Chief Clerk
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| Docket No, W-218 Sub 497

Mr. W. Allen Hardy
Engineering Supervisor
Public Water Supply Section.
Raleigh Regional Office, NCDEQ
1628 Mail Service Center '
Raleigh, NC 27699-1628

Re : CY- , ~WYpdate
IrpifandiMangenese Concentrationk :
AuocedSubdivisionswake County:

WDF ID No.: Well #1, PO1
Water System No: NC4092107
Dear Mr, Hardy:

Aqua North Carolina, Inc: (Aqua) received the above-referenced letter dated Juiy 12, 2016, regarding
elevated concentrations of Iron (Fe) and Manganese (Mn) at Avocet Well #1, PO1. 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.

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

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

s 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).

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

202 MacKenan Court, Cary, NC 27511 + 919.467.8712 + AquaAmerica.com
ll
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*  Mr. W, Allen Hardy :
» June 27, 2018
Avocet Subdivision Quarterly Update )

UPDATED QUARTERLY STATUS REPORT-

Table 1 — Well Information. Completed Activities and Planned Activities

Well Name and No. Completed Activities Planned Activities

» Agqua will submit executive summary

TOCeRW i lf 1S

>eal , : ~ for greensand filtration.
(POD) o BPRIR0IE .Flushedﬁsyst 7 o Continue to minimize usage of this
» September 2017 — Started distribution well until greensand filtration is
and POE total and soluble sampling approved

-  December 2017 — Started raw sampling | o . Continue water main flushing efforts

o e December 2017 — Cleaned .
Approved GPM hydropneumatic storage tank
(32)

Avg, Quarterly Runtime
(0.0)

Comments_:

Currently, Aqua is running well #1 only as needed and will rely on production from wells #2, #3, and #4. A new
well, well #12, will be interconnected with well #2 (pre-filter) to benefit from 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.

-




i Mr. W. Allen Hardy
» June 27, 2018
Avocet 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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AVOCET-4092107

Avg. DO1- .| DoO1- ) Do1- DO1-
Sample | POIR- [ PO1R- Distribu | Distribu| POIR- | PO1R- Distribu | Distribu
Week | Well-1 | Well-1 | P01- Po1- tion tion | Well-1 | Well-1 | PO1- PO1- tion tion
Run |Raw-Fe| Raw-Fe{ Well-1- | Well-1- System- | System-| Raw- | Raw- | Well-1- | Well-1- System- | System-

Date Time Lab Diss | Fe Lab | Fe-Diss | Fe Lab | Fe-Diss { Mn Lab Mn-Diss| Mn Lab |Mn-Diss|Mn Lab | 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 | S 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| 5.5 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 | 0213 0.2 0.19 0.0343
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Table 3 ~ Avocet Well #1 Customier Complaints

S0 S0 Type CSR Notes Date of [Completio| Premisa Address City State | Subdivisfon FSR Notes
50 n Date Zip

10583627 [LABD-S YASMIN HAS BROWN WTR PLEASE 5/22{2018] 5/23/2018] 1372036 §720 LUMINERE 5T [HOLLY AVOCET CL.9 pH 7.0 poq 1.2 Fe .23 MN .041 water was clear apon

CHECK ' SPRINGS, |WATER arrivalLeft door tagFSR:johnsos, EVT:Lab ’
NC 27540

10540672 |LABD-S THERA IS EXTREMELY UPSET 4/27/2018| 4/27/2018|  1325990]6433 CARDINAUX LN HOLLY AVOCET CL .14 po4 2.0 pH 7.0 Fe .16 MN .000 hardness 66.4Talked
ABOUT POOR WATER QUALITY, SPRINGS, [WATER with customer and so did Jackle Jackson water was clearPut
SHE ADVISED THAT WATER 1S NC 27540 fumper In so customer can flush there lines
RED/MUDDY AND STAINING ALL
HER APPLIANCES, SHE RECQUESTED
ADAMANTLY FOR SOMEONETO
CALL HER.. SHE WOULD LIKE FOR
SOMEONE TO COME TG HER
PROPERTY.




AQUA.

Mr. W, Allen Hardy

Engineering Supervisor

Public Water Supply Section
Raleigh Regional Office, NCDEQ
1628 Mail Service Center
Raleigh, NC 27699-1628

Re:  Notice of Deficiency
Iron and Manganese;Concentration
MdWMwsmke (&5 ty
WSF ID No.: Well #2, P02
Water System No: NC0392358

Dear Mr. Hardy'd

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:

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

. Tabie 2 (Attachment 2) provides a summary of raw, POE and distribution iron and
manganese samples collected as part of the ongoing Inorganic Chemical Analyses (I0C).

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

202 MacKenan Court, Cary, NC27511 « 919.467.8712 + AquaAmerica.com
{
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¢ Mr. W. Allen Hardy
© June 27 2018

Bell Ridge Subdivision Quarterly Update

UPDATED QUARTERLY STATUS REPORT .

Table 1 — Well Information. Completed Activities and Planned Activities

Well Name and No.

Completed Activities

Planned Activities

Belle Ridge, Well #2
(P02)

Approved GPM
(30)

.Avg. Quarterly Runtime
Y (0 hrs)

AFEB015 S e usmg=SeaQu“’!t

E}ggzwl?__.FIuShe'dZSystemj

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.

Ny




Mr. W. Allen Hardy

- Tune 27, 2018

Bell Ridge Subdivision Quarterly Update

|I
Aqua is commiited 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.

Speetiely,

Robert Krueger -

Area Manager

Aqua North Carolina, Inc,

cc: David Furr
State of North Carolina
Departiment of Commerce
Utilities-Public Staff



BELLE RIDGE-0392358

Avg. DO1- DO1- . DO1- DO1-

Sample | PO2R- | PO2R- Distribu|Distribu| PO2R- | PO2R- . Distribu | Distribu
Week | Well-2 | Well-2 P02- Po2- tion tion Well-2 | Well-2 PO2- P0O2- tion tion

Run |Raw-Fe |Raw-Fe-| Well-2- | Well-2- System- | System-| Raw- | Raw- | Well-2- | Well-2- System- | System-

Date Time Lab Diss | Fe Lab | Fe-Diss | Fe Lab | Fe-Diss | Mn Lab Mn-Diss| Mn Lab |Mn-Diss| Mn Lab |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| 115 0.574 | 0.0275 | 0.381 0.179 0.20.7 1 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 | 0.0237 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 | 0.825 | 0337 | 0.0361 (0.348 | 0.0634 | 0.368 0.0813 0.375 0.367 037 | 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 0.3_22 0.319 0.386 0.298 0.395 0.297
5/3/2018 0.25 431 0.0683 1.52 0.0972 1.49_ - 0.079 0.321 1 029 0.323 0.293 0.353 0.318
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Table 3 - Belle Ridge Customer Complaints

SO0 -

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 2018

Q!
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. U 27,2018

Mr. W, Allen Hardy

Engineering Supervisor

Public Water Supply Section
Raleigh Regional Office, NCDEQ
1628 Mail Service Center
Raleigh, NC 27699-1628

Re:
Tron‘and*Manganese Concentration
Efanston: Subdivision: Wake County
WSF ID No.: Well #2, TP1
Water System No: NC4092076

otice;o; Deﬁmg:?lcz};ﬁ@gm*terl‘y Update

Dear Mr. Hardy:

Aqua North Carolina, Inc. (Aqua) received the a’t;ove-referenced letter dated July 12, 2016, regarding
elevated concentrations of Iron (Fe) and Manganese (Mn) at Branston Well #2, TP1. The Branston water

system is comprised of one active well and one point of entry (POE). The current numiber 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 (I00).

* Table 3 (Attachment 3) provides a summary of customer compiaint information.

202 MacKenan Court, Cary, NC 27511 » 919.467.8712 - AquaArperica.com
i
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' Mr. W. Allen Hardy
- June 27, 2018

Branston Subdivision Quarterly Update

'L

UPDATED QUARTERLY STATUS REPORT

Table 1 — Well Information, Comglefed Activities and_Planned Activities

Well Name and No.

Completed Activities

Planned Activities

Branston, Well #2
(TP1)

Approved GPM
(49)

Avg, Quarterly Runtime

=StaridtusiigSeaQuest=d

folyi2013

March 2017 — Flushed system

July 2017 — Flushed system
September 2017 — Started distribution
and POE total and soluble sampling
Continue distribution and POE soluble
and insoluble sampling

December 2017 — Added raw sample

[SEptembér 20162 Flishedisystem— . |

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

(3.75) data
s December 2017 — Cleaned
. hydropneumatic storage tank
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.

ly,

Robert Krueger
Area Manager

Aqua North Carolina, Inc.

ce: David Fun"'

State of North Carolina
Department of Commerce
Utilities-Public Staff
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B BRANSTON-4092076

Avg, DO1- DO1- | DO1- DO1-

Sample | TP1R- | TPIR- Distribu | Distribu| TP1R- | TPIR- Distribu | Distribu
Week | Well-2 | Well-2 | TP1- tion tion | Well-2 | Well-2 | TP1- tion tion.

Run |Raw-Fe |Raw-Fe- Well-2- | System- | System-| Raw- | Raw- Well-2- System- System;

Date Time Lab Diss | FeLab | Fe Lab | Fe-Diss [ Mn Lab Mn-Diss{ Mn Lab |Mn Lab |Mn-Diss
10/13/2017 0.441 0.311 0.152 0412 0.39 (.379
10/17/2017| 8.41 32 0.351 0.204 0.623 0.413 0.44
11/1/2017 6.9 0.387 | 0.289 0.16 0.388 0.359 0.34
117152017 4.7 0.383 0.245 | 0.0718 0.198 0.269 | 0214
12/14/2017| 4.5 0.371 | 0.0292 | 0.321 2.2 0.0815 | 0.328 | 0312 | 0.314 1.21 0.279
1/5/2018 54 1.82 1.33 0.877 | 0.534 | 0.0794 | 0.256 | 0.254 0.25 | 0.0839 | 0.172
3/8/2018 3.5 0.436 | <0.022 | 0421 0.435 | 0.0382 | 0.326 | 0317 0.341 0.288 | 0.246
4/11/2018 | 2.16 0.402 | <0.022| 0.404 | 0.369 | 0.0739 0.357 | 0.349 0.347 | 0329 | 0.296
5/7/2018 3.29 0.545 | 0.401 0.481 0.516 | 0.0166 | 0.463 0.401 0.392 | 0.449 | 0275

¢
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Table 3 - Branston Well #2 Customer Complaints

S50 Type

CSR
Notes

Date of
SO

Completion
Date

Premise

Address

City
State Zip

'Aqua receiced zero complaints for Q2- 2018

Subdivision

FSR Notes

ki



Mr. W. Allen Hardy

Engineering Supervisor

Public Water Supply Section
Raleigh Regional Office, NCDEQ
1628 Mail Service Center
Raleigh, NC 27699-1628

Re:  NbtceioEDeficiency—/Quarterly:tipdate
IhERdManganess Contentration
Bridrwood/Kildaire.Subdivision; Wake County
WSF ID No.: Well #1, 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 1s approved to serve 168 connections.

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

e Table 1 provides a summarization of well information, completed activities and planned
activities. E -

» 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 (I0C).

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

202 MacKenan Court, Cary, NC 27511 « 919.467.8712 -« AquaAr?gerica.com

[ 5



s Mr. W, Allen Hardy

" June 27,2018

Briarwood/Kildaire Subdivision Quarterly Update

UPDATED QUARTERLY STATUS REPORT '

Table 1 — Well Information. Completed Activities and Planned Activities

Well Name and No. -

Completed Activities

Planned Activities

Approved GPM
(30)

-

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

Qe 20]
(e 2017~ Flushed:system

5= Starfed usig, SeaQuest

August 2017 — Installed blow-off
September 2017 — Started distribution
and POE total and soluble sampling
Continuation of the soluble/insoluble
Fe/Mn sampling -

December 2017 — Added raw sample
data

. December 2017 — Cleaned

hydropneumatic storage tank )
December 2017 installed cartridge
filters at Well #1 and #2.

Continue water main flushing efforts
Continue investigation efforts

Comments:

Aqua does not run this well. 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

going ahead and submitting the executive summ

water quality plan.

ary for greensand’ filtration at well #1 in 2018 as part of the Aqua




" Mr. W, Allen Hardy

June 27, 2018
Briarwood/Kildaire 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.

Sincerely,

_Robert Krueger
Area Manager
Agqua North Carolina, Inc.

cc: David Furr
State of North Carclina
Department of Commerce
Utilities-Public Staff

L7
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Table 2 - Briarwood Kildaire Well #1 Sample Data
AvE,
Sample | %
Week Run| Fe Raw FeRaw | MnRaw | MnRaw | Total Fe Sol. Fe Total Fe SolFe | TotalMn | SolMn | TotalMn | Sol Mn Raw POE
Date Time Total Sol Total Sol POE POE Dist. Dist. POE POE " Dist Dist. NTU NTU
1/6/2016 5.8 0.95 017
11/8/2016 15 <0,50 <0.50
4/18/2017 6.9 2.3 1.6
718/2017 75 R 43 2.9
9/13/2017 6.26 - 0.558 0,157 043 0.0269 0,151 - 0128 0.118 0.0885
10/2/2017 8 0.32 0.091 0.195 0.075 0.0931 0102 0,102 0.069
10/17/2017 [ 0.198 0.022 . 0.186 <0,0226 0.084 0.0322 0.0756 0.0278
N/12017 6.5 0.183 0.0705 0.182 0.0815 0.0828 0.0612 0.0814 0.0665
11/15/2017 G 0797 0.0575 0.317 0.0247 0.197 0.203 0.133 0.0312
121972017 0 0.431 0.0415 0.114 0.18 ’ 0.255% 0.0547 0.254 0.065 .
1/11/2018 0 1.66 0.0374 0733 0737 0.691 0.03A1 0.678 0.0399
2/7/2018 0 4.05 0.0225 0.348 0.33 2.6 0.0352 241 0.0269
3/6/2018 o] 147 . <0.0220 0.22 0.217 1.09 0.0477 1.37 . 0.0647
47372018 0 1.2 <0.0220 0.388 0.369 458 <0.0220 146 0.0362 0.44 0,365 0.314 0.245
5/1/218 0 0.396 0.00855 0.07 0.0672 0.374 0.0463 0.37 0.0568 0.0615 0.0533 0.0616 0.0526




4 .
[— Table 3 - Briarwood Kildaire Well #1 Customer Complaints
$0 | .50 | CsmNotes [Dateorso| Completion | .o o | Address |Clt¥State| oo FSR Notes
Type ] Date i Zip

AQUA received zero customer complaints for the Q2- 2018

N

b |
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June 27,2018

Mr. W. Allen Hardy

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 __ _
GotesworthDown/Kensington ManoeWell#2R05 AT
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, POS. 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:

e Table | provides a summarization of well information, completed activities and planned
activities.

o 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 (I00).

s 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 27, 2018

Cotesworth Down/Kensington Manor Subdivision Quarterly Update

N
Table 1 - Well Information. Completed Activities and Planned Activities
Well Name and No. Completed Activities Planned Activities
Cotesworth Down o L:Febriiary 2014~ SW e 2018 — Submit executive summary for
Well #2 ﬁi&@i&_ St greensand filtration '
(P05 ® February 2015 — Installed cartridge | ¢ Continue water main flushing efforts
filter -
& ATHI2017 — Flished system
Approved GPM e September 2017 — Started
(33) distribution and POE total and
soluble sampling
o December 2017 — Added raw
Avg, Quarterly - sample data _
Runtime e February 2018 — Cleaned hydro
(6.38 hrs. per day) pneumatic tank
J\M | 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
N A
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Table 2 - Cotesworth Well #2 Sample Data

Avg,
Sample
Week Run| FeRaw FeRaw | MnRaw | MnRaw | Total Fe Sal. Fe Total Fe S0lFe | TotalMn | SolMn | TotalMn [ Sol Mn Raw POE
Date Time Total Sol Total Sol POE POE Dist, Dist. POE POE Dist Dist. NTU NTU
2ha/2017 4.2 0.8 0.2
1116/20117 39 5.7 0.047
2/6/20M7 4.1 117 0.232
5/10/2017 3.8 65 046
9/13/207 7.52 1.82 0.0257 0.0625. 0.0258 0.263 0.16 0.0125 0.0044
9/28/2017 8.36 0.924 013 0,589 0.215 0.199 on 0.134 0.0954
10/5/2017 10.52 0.733 0.32 0.573 0.0766 0.233 0.203 0.177 0.135
10/23/2017 8.46 3.59 0.116 0.515 0.258 0.377 0.151 0124 0.106
12/6/2017 4.34 0.897 0.0464 0.806 0.386 0.262 0.206 0472 0.149-
- 12/14/2017 412 \.@53& 0.322 lﬁ‘.f%? 0.261 0.758 0.0251 196 0.157 0.233 0.193" 0.392 0.121
1/25/-'2018 445 0?37;i 0.304 EZ?:Z! 0.234 T 2.9 0.068 0.54 0.148 0.859 h0.206 0.0384 0.0149
2/15/2018 .54 M:? D.145 ‘,532%1: 0.243 0.952 0.0614 0.582 0.0738 - 0.243 0,185 0.0427 0.0227
3/18/2018 3.5 0_9&_ 0.347 ?llém 0.282 1.03 0.221 0.429 0.178 0232 015 .0.0338 0.218
4{23/2018 3.29 m 0.143 ?2%{1 0.2 0.899 0.0243 0.676 0.0502 0.235 0173 0133 0.6184
5/21/2018 3.5 0;_8,9%_ 0.0508 0225 0.23 0.87 -<.0220 0.33 0.0239 0.219 0156 0.0556 0.00607.
] il

a4
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T Table 3 - Cotesworth Well #2 Sample Data
SO SO 'fype ‘ CSR Notes Date of SO Completio Premise | Address City S tate Subdivision FSR Notes
n Date Zip .
10539931 | LABD-S CONNIE HAS 4/27/2018|4/27/2018] 568471 3101 WAKE KIMMON  |Brown water. cl2 0,59, ph 7.1,
BROWN WTR ALL DONLIN | FOREST, NC PLACE po4 1.55, fe 0.29, mn 0.111. ran
THROUGHOUT DR 27587-5561 outside Faucet till clear, system
HOME scheduled to be flushed next
week FSR:thompss, EVT:Lab
10545082 LABD-S | LORETTACLD TO |5/1/2018 | 5/1/2018 | 614834 8497 WAKE KIMMON
ADV WATER IS FALKIRK | FOREST, NC PLACE
BROWN RDG 27587
10539931 | LABD-S CONNIE HAS 4/27/2018 4/27/2018 '568471 3101 WAKE KIMMON  [Brown water. ci2 0.59, ph 7.1,
BROWN WTR ALL ; " | DONLIN | FOREST , NC PLACE po4 1.55, fe 0.29, mn 0.111. ran
THROUGHOUT DR 27587-5561 outside Faucet till clear. system
HOME scheduled to be flushed next
week FSR:thompss, EVT:Lab
10545082 | LABD-S | LORETTACLD TO |5/1/2018 | 5/1/2018 | 614834 8497 WAKE KIMMON
ADV WATER IS FALKIRK | FOREST, NC PLACE
RROWAIN RDG 27587

e
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Mr. W. Allen Hardy

Engineering Supervisor

Public Water Supply Section
Raleigh Regional Office, NCDEQ
1628 Mail Service Center
Raleigh, NC 27699-1628 .

Re: otlc&o_f_'__B_gﬁ_ggnc :_QuarterlynUpdate
Ifonand ‘Manganese:( Concentratmn
@_’_béﬁ;Rldge—SubdlwsmmW ake-County
"WSF ID No.: Well #5, P05 -

Water System No: NC4092063

Dear Mr. Hardy:

N 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, P0OS5. 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:

e Table 1 prov1des a summarization of well mforrnatlon completed activities and planned .

activities.

e 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 (I0C).

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

202 MacKenan Court, Cary, NC 27511 - 919.467.8712 « AquaAf‘nerica.com



. Mr. W. Allen Hardy
June 27, 2018

Duncan Ridge Subdivision Quarterly Update

UPDATED QUARTERLY STATUS REPORT ' '

Table 1 — Well Information, Completed Activities and Planned Activities

Well Name and No.

Completed Activities

unéan:Ridge-Well-#5-]
(P0S)

Approved GPM
(33)

Avg. Quarterly Runtime
(1.28 hrs. per day)

"5 Augiist 2014 = Started using SeaQuest.d|

March 2017 - Installed auto gow—off
APEI 2017 =Flushed.systetn
September 2017 — Started Distribution
and POE total and soluble sampling
December 2017 — Added raw sample
data :

January 2018 — Cleaned
hydropneumatic storage tank

Aqua will submit executive summary
for greensand filtration in 2018
Continue water main flushing efforts

z ,
omments:
e

water quality plan.

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

_ 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

i
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- DUNCAN RIDGE-4092063 B
Avg. DO1- DO1- DO1- Do01-
Sample | POSR- | PO5R- Distribu|Distribu| POSR- | POSR- Distribu | Distribu| .
Week | Well-5 | Well-5 POs- P05- tion tion Well-5 { Well-5 P05- P05- tion tion
Run |Raw-Fe |Raw-Fe-{ Well-5- | Well-5- | System- | System-| Raw- | Raw- | Well-5- | Well-5- System- | System-
Date Time Lab Diss | Fe Lab | Fe-Diss | Fe Lab | Fe-Diss | Mn Lab |Mn-Diss| Mn Lab |Mn-Diss| Mn Lab Mn-Diss
10/3/2017 2 1.48 0.594 145 0.645 ' 0.394 | 0.361 0.404 0.369
10/17/2017 1 1.67 | <0.022 1.66 0.095 0419 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.I3 | 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 0.90 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

g ¢
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Table 3 - Duncan Ridge Customer Complaints

S0 SO CSR Notes Date of [ Completion | Premise | Address | City State | Subdivision - FSR Notes
Type . S0 Date Zip )
10472757 | LABD-S [TOM-HUSBAND CLD TO[4/5/2018|  4/6/2018 1052924 6316 FUQUAY- | DUNCAN RIDGE|CL 1.3 po4 .9 pH 7.1 Fe
REPORT BROWN LAURACA | VARINA, NC .28 MN .048 water was
WATER/ WANTS US TO LN 27526 clear apon arrivallLeft

SEND 2 BOTTLES OF
IRON QUTSAYS WE
DID IN THE PAST

door tag and some iron
out for

customerFSR:johnsos,
EVT:Lab

-
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Nne 27,2018 §

Mr. W. Allen Hardy

Engineering Supervisor

Public Water Supply Section
Raleigh Regional Office, NCDEQ
1628 Mail Service Center
Raleigh, NC 27699-1628

otite: ofaDefimency_'Quarterly Update

Re:
Trontand. Manganese ghcentration.
gle.Creek StibdivisionWake County
WSF ID No.: Well #3, P03
Water System No: NC4392128
Dear Mr. Hardy:

7.8

Acqua North Caroliné, Inc. (Aqua) received the above-referenced letter dated July 12, 2016, regarding
elevated concentrations of Iron (Fe) and Manganese (Mn) 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 infonmation in a table format as follows:

e Table 1 provides a summanzatlon of well information, completed activities and planned

activities.

s 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 (I0C).

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

202 MacKenan Court, Cary, NC 27511 » 919.467.8712 - AquaAmerica.com
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. Mr, W.. Allen Hardy
June 27,2018

Eagle Creek Subdivision Quarterly Update

UPDATED QUARTERLY STATUS REPORT !

Table 1 — Well Information, Completed Activities and Planned Activities

Well Name and No.

Completed Activities

Planned Activities

Eagle'€reek
Wl

(PO3)

Approved GPM ‘
(29)

* Avg. Quarterly Runtime

(3.32 hrs. per day)

ggp‘tem 132015, Started-using
caQuest
April2017.—Flished-system

June 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

Continne investigation efforts
Continue water main flushing efforts

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.

N




> # % Mr. W. Allen Hardy
June 27, 2018 .
Eagle Creek Subdivision Quarterly Update 3 0

N . 5{ .
’ 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.

Sinc

Robert Krfleger

Area Manager

Aqua North Carolina, Inc.

cc: David Furr
‘State of North Carolina
Department of Commerce
Utilities-Public Staff

e
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Avg. Do1- | Do1- DO1- Do1-
Sample |PO3R-Well{ PO3R-Well _ Distributio | Distributio | PO3R-Well{ PO3R-Well] Distributio | Distributio
Weelk Run | 3 Raw-Fe | 3 Raw-Fe- | P03-Well-3. P03-Well-3{ n Systeni- | n System- |3 Raw-Mn |3 Raw-Mn-{ P03-Well-3{ P03-Well-3| n System- | n System-
Date Time Lab Diss Fe Lab Fe-Diss Fe Lab Fe-Diss Lab Diss Mn Lab Mn-Diss Mn Lab Mn-Diss
10/16/2017 2.3 0773 | 0.389 1.07 0.171 0.145 | 0103 | o0.01 | 0.0305
11/3/2017 6 0219 | 0.486 075 | 0654 0.112° | 00931 | 0151 | o.128
11/16/2017 . 0823 | 0774 | 0395 | 0435 0.157 | 0151 | 0.0196 | 0.0157
12/18/2017| 45 083, | 0704 | 0785 0.71 0334 | 0525 | 053 | 0.158 | 0.139 | 0.141 |-0.0284 | 0.0442
1/11/2018 | 3.6 009} | 0559 | 0798 | 0.0394 0.799 | 0.107 | 0%46} | 0142 | 0145 | 00253 | 0.0883 0.0172
3/5/2018 | 2.97 0%l | 0.809 | 0751 | 0532 | 0642 0.120 | 0343]| o145 | o412 | 00822 | 0.0521 | 0.0103
4/6/2018 | 2.16 | [o®i || 0771 | 0856 | o83 0678 |_ 0487 | 048] | 0159 | 0153 | 0153 | 0.osL1 0.0361
5212018 | 529 | Joif07) | 0553 | 0763 | 0616 | 0599 | 0432 (:355;5‘93 0.145 | 0.146 | 0.132 | 0:0475 | 0.0357
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Table 3 - Eagle Creek Customer Complalnts
S0 S0 Type CSR Notes Date of Complefion [ b oiutse Address City State Zip Subdivislon FSR Notes
CI2 1.2 PO4 1.4 ph 7.2 fc 0.87/0.22 MN
INVE 0.135/0.064 hard 102Cust filling pool
PLS STIGATE THE . : slowly, dirtied up new liner with high
10559585 | LABD-S| COLOR YELLOW ONTHE | 5/9/2018| 5/9/2018 | 590045 | 5732 THISTLETON LN | RALEIGH, NC 27606-8967 | EAGLE CREEK.
WATER RUSTY LIKE

mineral residual, Flushed service
@meter/&hose bibe to clear after 30min
! cust lnst home/BO

s
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~public st Reoudtal
Becker Cross Exam Exhibit
Docket No, W-218 Sub 497

I/A

Aqua North Carolina, Inc.
Docket No. W-218, Sub 497
Aqua North Carolina, Inc.
Public Staff Engineering Data Request No. 62

Requested by: Charles Junis Email: charles.junis@psncuc.nc.gov
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
filters, 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




LYl

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 balfance 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
example[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, piease 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 Staff's tone
and manner of criticism and comment---widely disseminated and published-—-
-goncerning 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

2 .
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documents. Mr. Becker is simply stating that the adjustmenllt made by Mr. Junis
does not turn on whether the property is used and useful but rather, involves
an imputation of CIAC, which Mr. Becker believes to be inappropriate.

6. Rleaseiprovide all'the:dates that-Aqua-conveyed.copies.to.the-Public.Staff

of- commumcatlgns between Aqua* and ‘DEQ"as required'by the Ordering ~

”."f

e

paragraph“no Sof the Comm1ssnon 's:Order dated-May.2,.2014, in‘Docket-No.— .f

W-21 8, 8363
ANSWER:

Aqua premously conveyed coples -t the Pub[lc Staff of lts quarterly, IEQIN@D_,\J
Inmally and'as an_ over5|ght Aqua falled “tor provude cop:es Tof theserNODa-!j
Repons to the Pubhc Staff They are pubhc wrecords read1ly avallable’—and

vvvv
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Aqua~seeks_clarification. from “the_ Commlssmn in- this_case’ regardlnghthe
requirements. ‘6. provide- -DEQ _communications; "See Mr. BecKer's Rebuttal

e e

testlmony. -pages’ [ .

—

[

e ————————

. uPIease proV|de -f‘or each"person employedwas-lhe Aqua-CentrahAreaﬂ
eManagerfrom-June~1*—2004 -to- date .

PRl _

e = T

a. frhe:nameof the person

- ——— A ko e o e

b. fie.date that herson besame the AquarCentral Areain

e A W e

C. [;I *he.date’that- person was-no-longér: employed asthe:AquaCentral:Area=
_.Mgnager o

ANSWER:

Objection the quéstisn appears-to_have no-discefiable- relationship—to-Mr.
Beckerfs;;RebuttaI"'Fe'stim'ony

e e T A S i ]

8. Please: prowde for e each person employed as the Aquastatewide Director-of
Operations- “from<June'1 “2004 to-date:

d. ‘The-name-ofvthefperson —
e T et e, - M—h—-l_-'—q

e THédate that person became the Aqua ‘statewide Dlrector of'Operations;

,.m_and et ZTitin

———

————
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f. The date the | person was no_longer employed as the-Aqua statew:de
Dwg_g@r-of Operatlons '
ANSWER:

e e o~ o
PR,

(Db]éctmn “thie question appears to have no dlscernable ‘reélationship=to” MFJ

Becker's Rebuttal.Testimony.
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Grantm!re, William _

b
]

rom; " Grantmyre, William N
Sent: Surday.septémber. 09 2078 208"PM. .77 - :
To: Jo Anne Sanford {(sanford @sanfordlawoffice.com); 'BenmnkLawOfflce@aol com'
Subject: ' Aqua Sub 497 EDR 62 ltems 7 & 8

o

- J%Q‘Anne and*Bob
L Y

A . e mm i o a _:‘

&qua °5- response to'EDREZ Items 7 &:-8iwere objec H 1 by Aqua stating -- e o

A e il

Dorem—— o — - e .——m e e T e s

“OBjéction; theiquestion.appears-to‘havého.disCernible: relationship.to.Mr..Betkers. Rebuttal*Testlmony ¥

Items-reqa@sted - then names s-afidremployment dates of Aqua s Central Area ‘Manager fiorm June 1, -2004° tb”date (Item 7)
ahd'Aqua sstatewidée_Direttor.of @perations-from-lune-1; 2004 -to-date’ {-ltem-8- )—-'

™A — e Sy

A portion:of: Mr*Becker’s RebuttahTestlmoﬁy-that this-relates-to-is-page-11-lines-14-16-which: states

‘.-,...__._ B it

“¢This-is-another-unfortunate-example:of the PublicStaff Taising service' quality issugs d@sigriated 1o, call.into-questions
‘che iritegtity 6f.Aqua’simanagement-décisions:”~———" """

o — A e e o L o
o —— e g i o ™ e -

The Pubjlc Staff*’ has prov:ded ther relatlonshlp and-requests that-Aqua provide-the requested‘mformatnon which isreadily

Rl S Wy

,'iII Grantmyre

~—3taff Attorney- Public Staff

919-733-0977
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o ' 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 Accournt 320.00
Annual Depreciation: $28,000,000 x 4% = $1,120,000

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

Capital Rate Base Cost Retention  Revenue
Structure Rate Factor  Requirement

vy Debt 50% 11,760,000 4.63%  .99860  $545,251

Equity 50% 11,760,000 9.20% 765227  $1.413,854
Total $1,959,105

Add Annual Depreciation $1,120,000

Total Révenue Requirement $3,079,105

Assume growth to 65,000 Customers.

Annual Revenue
Requirement
Per Customer

Revenue Requirement Customers

$3,079,105 + 65,000 $47.37



Sequestration with Polyphosphate or SeaQuest Annual Revenue Requirement

Aqua Test Year Ending

September 30, 2017

Total Expense for Polyphosphate $59, 236
and SeaQuest

Account 618345 WT-Chem

Polyphosphate W-1 tem 2

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

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

Test Year Sequestration Revenug 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.QB
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.

7N
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' 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 |




» The Circumstances:

= Existing NPDES discharge of 750,000 gallons

" Aqua 1s provided via this contract the opportunity
through 2022 to purchase 500,000 gallons of

wastewater capacity from Johnston County at the
then “prevailing” rate

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




=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:




= The Dilemma:

- -~ ™ Significant price increase expected in June/July:-
‘18 timeframe accelerating an evaluation now of
when to purchase this capacity

. Option to purchase 'capacity expires 1n 2022

* Growth rate dictates need for additional capacity

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




* Obligated Flow Proj ections:

= NCDEQ Notification of Over-Obligation
= Response Due June 1, 2018

Projected Obligated (Permitted) Flows at Neuse Colony WWCS

1,300,000

< 1,252,260

O 5198266
<& 1,144,260
1,090,260
<& 1,036,260
© 982,260

<& 928,260
‘ & 874,260
800,000 J— ' ¢ 820,260

' & 766,260

700,000 _© 712260

1,200,000

1,100,000

1,000,000

900,000

. Obligated Flow (GPD)

600,000

: < 547,200
500,000 (o) 509 760

400,000 T T T T

T T - T T T N T T T L

Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 lan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25 Jan-26 Jan-27 Jan-28 Jan-29
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Should Aqua purchase Capacity prior to price increase?

Considerations:

o Current Cost of Capacity:
" Significantly lower > $8.48 vs $18 per gal

= Potential to reduced overall long term rate
impact

*Obligated Flow (REU’s)




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
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* Aqua values our customers and impacts to
~— - therr rates

* Prudent to customers

" [mperative for Aqua to make sound business
decisions

« Prudent to shareholders




The Prostal:

™,

Work with Public Sta

to achieve a mutually

beneficial decision that provides a consumer
benefit AND does not penalize Aqua
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10-Year Revenue Require ment, Purchase Prior-to Price Increase

by TR ity

Ly * R

e B D e R

# of Gallons of Capacity 500,000
Cost of Conveyance ' $ 3.14 Current Rate
Cost of Treatment 5 534 Current Rate
--— -~ Total Price/gpd. : $ 8.48
Weighted Avg Cost of Cap 9.482%
Period Ending Total P]:ant -‘Br.é Conveyance Treatment Cumulative Capital Capital Utilized Re\fenue
. Capacity Utilized CostSpent Cost Spent Spent Requirement
12/31/2018 | 850,000 90.15% $1,570,000 S 2,670,000 $ 4240000 $§ 4240000 $ 402,037.
12/31/2019 850,000 96.50% $1,570,000 $2,670,000 $ 4,240,000 $ 4240000 § 402,037
12/31/2020 850,000 100.00% $1,570,000 $2,670,000 $ 4240000 $ 4240000 § 402,037
12/31/2021 850,000 100.00% $1,570,000 $2,670,000 3 4240,000 $ 4240000 $ 402,037
12/31/2022 350,000 100.00% $1,570,000 $2,670,000 $ 4240000 § 4240000 § 402,037
12/31/2023 850,000 10000% $1,570,000 $2,670,000 $ 4,240,000 $ 4240000 $ 402,037
12/31/2024 850,000 10000% $1,570,000 $2,670,000 $ 4,240,000 § 4240000 § 402,037
12/31/2025 850,000 * 100.00% §$1,570,000 §2,670,000 $ 4240000 $§ 4240,000 $ 402,037
12/31/2026 850,000 100.00% $1,570,000 $2,670, 000 $ 4240000 § 4240000 $ 402,037
12/31/2027 850,000 100.00% $1,570,000 '$2 670 000 $ 4240000 $ 4240000 § 402,037
AO U A 5 4020368

’l'\vﬁ



10-Year Revenue Requirement, Purchase After Price Increase

# of Gallons of Capacity

500,000
Cost of Conveyance A 5.00 . Future Rate
Cost of Treatment $ 13.00 Future Rate
Total Price/gpd $ 18.00
Weighted Avg Cost of Cap 9.482%

Period Ending Totél Pl'ant % Convéyancc Cost  Treatment Cumulaﬁvc Capital Capital Utilized Re\.’enuc
~ Capacity  Utilized Spent Cost Spent Spent Requirement
12/31/2018 375,000 100% $ - $ 325000 $ 325000 $ 325000 S 30,817
12/31/2019 425000 100% S 2,500,000 $§ 975,000 $ 3475000 $ 3475000 $ 329500
12/31/2020 '475,000 . 100%  $ 2,500,000 $1,625000 § 4,125000 § 4125000 $ 391,133
12/31/2021 525,000  100% : $ 2,500,000 $2275,000 $ 4,775000 § 4775000 $ 452,766
12/31/2022 850,000 100%  $ 2,500,000 $6,500,000 S 9,000,000 § 9,000,000 $ 853,380
12/31/2023 . 850,000 100% - $ 2,500,000 $6,500,000 $ 9,000000 § 9,000000 $ 853,380
12/31/2024 - 850,000 - 100% §$ 2,500,000 §$6,500,000 -§$ 9,000,000 § 9000000 $ 853380
12/31/2025 850,000 ©100% § 2,500,000 36,500,000 §$ 9,000,000 S 9,000,000 § 853,380
12/31/2026 850,000  100% § 2,500,000 $6,500,000 % 9,000,000 $ 9,000,000 $ 853,380
12/31/2027 850,000 " 100% - $ 2,500,000 '3 6,500,000 § 9,000,000 § 9,000,000 $ 853,380
A | | | $ 6,324,494
,__) I T 12
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Our Recommendation:

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

" Must recover incremental carrying costs




I.et’s discuss.
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DEPARTMENT OF PUBLIC UTILITIES . !

POST OFFICE BOX 2263
e SMITHFIELD, N.C. 27577
August 17,.2009 (919) 989-5075

Mr ‘Tom: Roberfs PreSIdent
Aqua North Carolina

202 MeKenan Court

Cary, NC 2751 1

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
-infarmation. Please understand that construction of improvements is not yet 100% complete, and unforeseen
cost confingencies could arise, which would alter the cost share calculations.

THE iinit caprtal cost-of transmfssmn facihties for ah‘upgraded-wwps-and:the'new force:mains.between.Aqua's
wiitp.and the County- lnterceptor ohiihe Neuse River.in:Smithfield is.$1:46 pergpd of a average-daily-flow. with _
flowe equailzatlon -and-$3.65)] {per. gpd.without flow ‘equalization: The unit- -capital-cost.of. wastewater treatment‘”

L

fac1|t|es expansmn is. $4 83 DEL gpd of.a average daily ﬂow Thus the totalicapital value of an; allocatlon would

fordﬂow equahzatlon since Aqua could possmly accomphsh th:s usmg its exnsttng plant-mfrastructure

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 $261,800.

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.

_ Sincerely, ,
[ o2

B

e

Timothy G Broeme,-R.E..—-~
Directorof L ilities-and- Englneenng

, CC: Rick J. Hester
Chandra C. Coats, P.E.
Rebecca Flowers

Printed on recycled papar {5




Wastewater Trans}nissioﬁ & Treatment

Capacity Cost Analysis
Description Total

Unit Cost of 16" Force Main (FM) from NC 42 East to US 70 (Bus.)
at North Tech Park and 42 East WWPS Upgrade
Conatruction 1,433,000
Technical Service 113,000
Easements ; 25,000
SRF Loan Closing 28,000
Total 1,698,000
Future WWPS Upgrade 801,000
Tota! Project Cost 2,400,000
Capacity = 3,0 mgd (peak flow)
Unit cost based on peak capacity = $0.80 per gpd
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 $1,111,000
Technical Services 122,000
Easements 27,000
SRF Loan Closing 28,000
Total $1,285,000
Capacity = 3.5 mgd (peak flow)
Unit cost based on peak capacity = $0.37 per gpd
if peak to avg. flow ratio is 2:5:1, then unit cost based on avg. flow = $0.82 per gpd
Unit Cost of 20" FIM from. Swift Creek Road to Neuse River Parallel FM
Construction $1,251,000
Techn_ical Services 121,000
Easements 27,000
SRF Loan Closing 29,000
Total $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

817/2009
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Description -

2.5 mgd Wastewater Treatment Plant Expanslon:_ |

Construction g $10,790,000
Technical Services

a. Hazen and Sawyer 840,000
b. Dewberny Engineers 106,000
c. Keen Managerment 111,380
Subtotzl - Technlcal Services 311.841;36;!
SRF Loan Closing $237,6840
Total Project Coat $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 ($0.80 + $0.37 + $0.29) per gpd = $1.48 per gpd

Transmisslon Without Flow Equallzation ($2.00 + $0.92 + $0.73)-per gpd = $3.65 per gpd

Treatmant = $4.83 per gpd
Total Cost With Flow Equalization = $6.28 per gpd
Total Cost Without Flaw Equalization = $8.48 per gpd

8/17r2009




Aqua Wastewater Capacity Purchase

Projgdﬂggm “Public Staff

danuary10; 2018 Becker Rebuttal Cross Exam Exhibit ___

Docket No. W-218 Sub 497

WWIP Capacity (Based.on 2006 Expansion) $ 531 /gpd-2 o

Option No., 1 .

Transmission with County Providing Pumping and Flow Eg:

42 East WWPS and Flow Eq Facility $ 184 /gpd *

NC 42 East to North Tech Park $ 042 /gpd

North Tech Park to Swift Creek Rd $ 037 /gpd

Swift Creek Road to Neuse River Parallel FM $ 029 fgpd

12" Paraliel Force Main Under US 70 W"’“"“’ﬂ- $ 206 /gpd *
Total Transmission 5 498 /gpd
WWTP Capacity $ 534 /epd

TOTAL OPTION NO. 1 "$ 10.32 /epd

Optiorl No.2

Transmission-with- Aqua Provldmg Pimping-and Flow Eg:?

NC 42 East to North Tech Park $ 042 /gpd

North Tech Park to Swift Creek Rd $ 037 /gpd

Swift Creek Road to Neuse River Parallel FM $ 029 /gpd

12" Parallel Force Main Under US 70%@.\\&@‘_ $§ 2.06 /gpd *
Total Transmission $ 3.14 /gpd

. 'WWTP Capacity $ 534 /gpd
YOTACOPTION.NO.2 $ {848, 7/end:

*Estimated Costs. Project not constructed.

.ﬁwwm_w 15 fomse rensy fhous
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DEPARTMENT OF PUBLIC UTILITIES e
POST OFFICE BOX 2263 i
SMITHFIELD, N.C. 27577
(919) 989-5075

Yalya1; 2008 "

Shannoh V. Becker, President
Agua North Carolina, inc.

202 McKenan Court

Cary, NC 27511

Re: Purchase of Wastewater Capacity in the Central Johnston County Regional WWTP
Dear Mr. Becker:

It Is our understanding that Aqua may be interested In purchasing capacity in-the County’s wastewater
system in accordance with the "Bulk Wastewater Service Agreement | for Flowgrs Plantation Sections |, Il
and 1lIB” dated May 14, 2022. The fee'for:bulk Wastewater capacity-iscurrently $8.48 48/gpd for-Aqua-tod
dischiarge.into tHE Colnty s Was wastewater collec on, transmission and' tréatment system -This. capacuty
. feeTassumes Aqua-will. provide flow. equallzatlon (peakf flow not-to: exceed 15 fimes.average flow),and ety

;pumpmg into"the County's §transmission system. :

The proposed capacity fee is based on the following: .

WWTP Capacity (Based on 2006 Expans&on) £ $5.34/gpd—7
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 . S0, 29/gpd
12" Parallel Force Main Under US 70 Interchange . $2.06/gpd*® .
e ' . $3.14/gpd
1Y, otaLCapamty Fee 7 : $8. 48/gpd..j

{*Estimated Cost. Project not constructed.)

The bulk transmission and treatment commodity charge will be'$3:18 per 1,000 gallons:beginning July 1,
2018. Please let me know if you have any questions or need additional information.

Chand C e

Chandra'C.- Farmer, PE .
Director of Utllities i

. cc: Rick ). Hester

Sincerely,

Primind on rocycled paper ﬁ
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Junis, Charles M | : | / 74—

From; Dodge, Peggy S. <PSDodge@aquaamerica.com> ‘

Sent: Thursday, August 23, 2007 3:37 PM '-

To: 'Rebecca Flowers' \

Ce: 'Pat Benson'; Shaw, Rudy C.

Subject: Flowers Agreements, Addendums, & Capacity Fees

Attachments: Pineville West, Phase 2-POD2 081707 FINAL AGREEMENT; PinevilleEastEstates2-41Lots

081707.doc; Addendum-PinevilleEast-PaymentUponRecording.doc; Addendum-
PinevilleEastCottages-PayingCIACtoltility.doc; Village@FlowersPlantation.doc;
PinevilleClubDRAFT.doc; FlowersCIAC.xls

Becky, Good afternoon. Attached please find the water and sewer agreements/amendments
which address paying the capacr fees upon recording the lots or, in the case of the

commercial centers, at the time T rvice is requested for a unit. It will be very important for these
agreements to be reviewed, si and returned to me as soon as possible so when the Ultility is
audited both the Developer and
I will need to file each with the I

qua are in compliance with the signed agreements. In addition,
' uic)rth Carolina Utilities Commission (NCUC) ASAP.

I |

-_ EHHE, P pro;ects currentlyﬁunder ConStEucton (seea attached)f'ln3
jts:to-be'tiiade in phases it will be r}ecessary.for -each.agreement
attachecito be SIgnednandJretur? d to:ié [OF AquaSsighatite. Currently no sewer: capacuy“fees.
greduebecause of-the credit.tha 'l1s~ava11able‘—The avalla’ble credit.at this-time-is-$51,320:80.an

P oy ey et

jeaii-bes “i5ed towards future; development

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. Ple'ase sign and return with capacity payment.

Pineville East Estates, Phase 2 - POD 7 (41 Lots. Total)

$10,000 (19 lots - Phase 1) | ! i
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. !
Pineville East at the Village - (10 Lots) Approved with 68 lots in Pineville East, Phase 1

No capacity fees due. This is-a portion of the 47 lots paid for previously as "Pineville
East, Phase 1". !




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 1:0" lots previously)

$17,500 (35 lots remaining) Payment due wﬁen 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.

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.

Pineville East Estates, Phase 2 {26 Lots)

Will not be constructed as designed.

b

Rk

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 on‘!{desire additional information please contact me.

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 Carolina 27511
Office: 919.467,8712, Ext. 15
Fax: 919.460,1788
psdodge@agquaamerica.com
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Water Capacity Sewer Capacity P 1 nmnuuemgﬂn
Paid Fees  Feos @380 gpd System Name . Nm'm
8/5M1999 19,000.00 Porkway Studios now Parkway Vilage
AN212000 5,400,00 22,302.00 Waison's Mill, Phase 1 Hs4.13
IN22002 83333 2,626.00 Plariation Park $4.39 x 600 pd
41072002 2.520.00 11,077.60 Watson's MIl), Phase 1 5/8'qus4.13
10/6/2003 23.500.00 74,108.60 Pods 2 & 3 {Mill Creek Phase 1) Q4.3
ATI004 10.500.00 3311260 MC Wasl & Nofth Form Phase 1 - Q%4.38
2272005 11,250.00 2922040 Watson's Mill, Phise 2 - (254,38
2006 12,500.00 39,600.00 Pinevilla Easl, Phase 1
12007 13,500.00 £8,320.00 Pinevile Enst, Phasg 1 -
Dec-06 10,000.00 45,350.00 - River Dell Tcwnes' Closad
11 112007 5,000.00 21,600.00 Pinaville Eaat Cotiages -
1hvzoor 32,500.00 144,720.00 Pineville, Wasl, Phase 1 Closed
. a5 Credit dus Rebecoa Flowsrs per Mike Myers.
L Credit of $178,600.80 o be used In eatisly futime_sewsr capacity fess -
Wator Capacity| Sewsr Capacity| - e N
—Paid: —— | Fess Festi @ 240 gpd System Name Approved Lots/Phases - ,
- vaiﬂeWesLPhasa2 -POD 2({78 Ints) - ParAgeemem Payhgn i ) ' . L _ . 1
+{-_15,000.00_ 4608000 | --Seclions a3 ncorded - Section 1w/ 32ots -~ St 13052080 =~ - . | . Aporoved for 78 éonnections; Phass 1: 32 LOTS BEING RECORDED - :
g Phew]ta Easl Eslatas, Phase 2 POD 7 (41 lots)~ Per Agreement - Payngln - v : - - o T T - A -
- 10,000.00 27.360.00 .~ Seclions - Section 1wl 19 lots - N 103, 160.80 Approved for 41 cormedtions; Fhase 1: 18 LOTS BEING RECORDED
___§D0.00 1,440.00 - Dr. Watson's Inn © 101.72080 " _ i
17,500.00 50,400.00 ~_Pmovite East s - 5132080 _Approved for 45 lots; paid for 10 (e above) -
Paying per Lnit &y connections are
. R T R S R T T . made {0 the water 8 sewaer system for T e =] -
-137,091.20- - Vﬂlggg 8t Flowers Piantation (15 Comrnarchl Urilis Q 23,722 gals) . upto 23,722 pelfons of flow. .~ ~ -
- cmc!waammamrmsmmasmFMmuwmw
TAD Pingvite Chb . . TBD .
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7 O_, U L . Afua North Carolina, Inc. Thomas J, Roberts

202 MacKenan Court . President and Chief Operating Officer

Cary, NC 27511
T:919.653.5770

F: 919,460.1788
tjroberts@aquaamerlca.com

Aprl 13,2015 www.aguanorthearolina.com

Ms. Rebecca Flowers
Flowers Plantation
4880 NC Hwy 42 East
Clayton, NC 27527

Dear Becky:

" ] appreciate your update regarding the build out of the Flowers Plantation project and have discussed your
concermns with Nick DeBenedictis and others within the company, We are in 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 permit
approvals and is almost complete with construction of the second phase of the wastewater treatment plant
(WWTP) at Neuse Colony. The second phase of the WWTP will increase the total wastewater capacity to
350,000 gallons, Construction is anticipated to be complete within 60-days and possibly sooner. Aqua is
making this investment with no up-front financing from Flowers Plantation; however, as per our
agreements, the Cash Contribution in Aid of Construction for the WWTP capacity will be recalculated
after all costs for the WWTP’s expansion have been booked. This new capacity fee will be the same
dollar amount per galion that Aqua paid for the design, engineering, and construction of the expansion
and will remain the per gallon charge until the next WWTP expansion is completed and the capacity fee is

again recalculated.

Once the second phase of construction has been completed, Aqua will bégin the engineering and
permitting process to reach full build-out capacity of 750,000 gallons, Our plan is to build capacity in
phases to both limit the investment made by Aqua until it is needed and to Timit the impact to future
capacity fees paid by the Secondary Developer. Based upon 240 gallons per day (gpd) per single family
residential equivalent (SFRE) this will allow for =3,125 SFRE to be constructed in Flowers Plantation
utilizing Aqua’s WWTP capacity (750,000 gallons WWTP capacity/240 gpd per SFRE). As per the
North Carolina Department of Environment and Natural Resources’ (NCDENR) requirements, Aqua must
begin design of an expansion when the twelve month runninig annua) average flow at the WWTP reaches
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 Flowers Plantation. The
County agreed to this because you relinquished the 500,000 gallon NPDES Permit No. NC0064556 to the
County. This 500,000 gallons of capacity from the County is solely for the use of serving Flowers
Plantation. This capacity will allow for =2,083 additional SFREs to be served (500,000 gallons WWTP

capacity/240 gpd) in addition to the 750,000 gallons of wastewater capacity Aqua is consiructing 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 fo provide
additional bulk wastewater capacity beyond the minimum 500,000 gallons mentioned above, based upon
the County’s availability of wastewater capacity at the time jt is requested and paid for. The County’s
bulk wastewater capacity to serve Flowers Plantation under the Bulk Wastewater Agreement is reserved
for a period of 20 years (expires May 14, 2022). Please refer to the Bulk Wastewster Agreements for
further details. If you desire to purchase the 500,000 gallons of wasfewater capacity reserved by the
County at this time, please issue payment in the amount of $3,000,000.00 to Aqua (500,000 gallons x
$6.00/gallon: the current capacity charge) and Aqua will make payment to the County and request the
500,000 gallons of wastewater capacity to be reserved for future use at Flowers Plantation. Otherwise the

capacity.can be purchased (assuming it is available after the 20 vear period) at the time application is

made and at the County’s then current capaoity fee rate,

" Per the Bulk Water Agreements for Flowers Plantation the County agrees to sérve all of Flowers

Plantation subject to the availability and the Colnty’s applicable policies.in effect at the. time water
capacity is requested, Please refer to the Bulk Water Agreement for, further details.. If you wish fo
reserve the $ame amount of watef capacity as the 500,000 gallons of wastewater reserved, please issue
paymeént in the amount of $1,625,000.00 to Aqua (500,000 gallons x $3.25/gallon: the current ¢apacity
charge) and Aqua will make payment to the County and request the 500,000 gallons. of water capacity to
be reserved for future use at Flowers Plantation. Otherwise, the capacity can be-purchased (assuming'it is
available afier the 20 vear period) at the time application is made and at the County’s then current
capacity fee rate,

Toube:cleatstoguarantee, Wats water capacity fic
Deyeloper-of-Flowerd Plantation'aretiequired to purchase the capacity af tHeCaunty*s-current.bulk water

and-wastewater rate—BullC water 'én"d‘mtawatgr'capaciwiym‘antsﬁ?nﬁ‘d‘e?'to‘—“A"c{tl&:anﬂ: then Adua.,

&FTFlowers-Plantation.Apain, please-refer-to_the_Dulk_Waicr and_Bulk~Wastewater-Agreements-for,
fuviier-getaiisl '

e et - R AR P 8 e a0 A et e s e M o e ey
i$sues-payment.tg the Comty in the.same amount callecfed.from_yoi oc aiiy.other. Sectidary Developer—

The Agreements signed by you, the County, and Aqua (formerly Heater Utilities, Inc.) are clear ori the
terms and conditions of the purchased capacity needed to serve Flowers. Plantation, They state each
Secondary Developer of Flowers Plantation, which includes you, s responsible for puichasing 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 to 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 agree to purchase capacity from the County on behalf of
a Secondary Developer unless that capacity is paid for by the Secoridary Developer first. Because of your
concerns, Aqua has always encouraged you to purchase as much capacity as you deem necessary fo 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 establistied 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 ! first met in 2007, you asked me what Aqua would do if
growth were to move things forward at a faster pace. I responded then and respond now that Aqua has a

2

-and_wastewater-capacity-from-the-County yourand/orany bilier Secondary 7




clear understanding of what our obligations are under the agreements and Aqua

those obligations.

I'look forward to continuing to work with you on this project and its success,

TontasA Robers
esideritiandiCOQ,

'
'

!
'

is committed to meet




Poole, Ruffin

. - — —n
From: : Poole;Charles'R; .
Sent: tl;gﬁ‘y" - Octoker.25,.2013-9:45 AM !
To: Reld-Stephienson Y, ~
Ccc Roberts, Tom; len@woodallcpa.com; Ireaves@smithiaw.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 change 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 all the water and sewer capacity needed to serve their property.

- Aqua has one permit for the 750,000 gpd WWTP with an guthorization 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
gach. Traditionally, the construction period for each additional train would be 6-8 months. We are
committed to the WWTP 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/gal 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 emapaclty..fees are-calculated s follows,_h_‘___________
Mﬂg@s’low edstern side of-the-project- (500,000 gpd 81de)

o {SFREX 240 gpd/SERE‘K$6 00/gal__

o FAquaTecgives.this-payment-from theDeveloperhand then-issues.-a. w—@w

[Same e smaunt.of-monies-for iF ﬂsergaj;mn.oﬁhexapamty purchased._/

e For those lots located on the western side of the project (750,000 gpd side)
o SFRE x 240 gpd/SFRE x $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

seriod, we can obtain this information as well.
“Ne 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 team,;

C. Rufﬂn Poole

Manager of Corporate Development

Aqua North Carolina, Inc,

202 MacKenan Court '
Cary, NC 27511

T: 919-653-6967

From: Reld Stephenson [mailto:reid@flowersplantation.com]

Sent: Tuesday, October 22, 2013 6:07 PM

To: Poole, Charles R.

Cc: Roberts, Tom; Ien@woodallcpa com; Ireaves@smithlaw.com; Rebecca Flowers, chandra coats@johnstonnc.com;
tim, 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 Plantatlon contmues to develop
resldential and commercial units.

T \._,
As we discussed Aqua will be the utility company for water and seWer for Flowers Plantation and is prepared with
permits in place to Install the 250,000gpd cells.In. theltreatment plant as required and construction schedule is 6 to 8
months for each of the 2 remaining cells. Aqua rs also prepared to purchase the 500,000 gpd from the County to
. complete the total 1,250 ,000gpd- requirement for Flowers Plantation. If addltional capacity s required by Flowers above
the 1,250,000 level, Aqua Is prepared to service the additional requirements.
The County can expand their discharge faclllty up 0 13.5 million gpd discharge and the pump station upgrade has been
designed,

Please provide the current flow rate divided between resldential and commercial for Flowers Plantation and would
appreclate 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 anqc‘lhcompleted subdivisions.

Reid Stephenson : E
Flowers Plantation : A

919-369-8332 celk
919-553-3084




.
- "
. 5 .-
- i} -
I3 i -
/
s
T
£
I ’ -
3 e
TN
, i
. .
\\_,.
i
;
L
. PN
f
. -
:




I Public Staff Becker _L/‘ -

?cio\,MCross Exam Exhibit JO
il @
STATE OF NORTH CAROLINA | |
UTILITIES COMMISSION
RALEIGH
e rﬁp"/ a"?
DOCKET.NG. W-218, SUB-251" ﬂ } .i, ,a L
|
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION \) w"’
Aw
In the Matter of
Application by Aqua North Carolina, Inc., 202 MacKenan ) ORDER GRANTING
Court, Cary, North Carclina 27511, for Authority to ) PARTIAL RATE
Increase Rates for Water Utility Service in All of Its ) INCREASE AND
Semvice-Areas-in‘Curnberiand and Hoke Counties, North ) REQUIRING
Carolina ) CUSTOMER NOTICE
HEARD IN: Shaw Auditorium, Fayetteville State University, 1200 Murchison
Road Fayetteville, North Carolina on Thursday, September 6, 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, IIL.

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

e iy

For. thesUsing and Cansumiig-Fublic:

_Fab:CG:-Hunter:.Staff-Aftorney;-Public Staff-— :North:Carolina Utilities
“Commission, 4326 Mail Service ce Center, Ralelgh 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
Rule R1-17(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 Hoke 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, all 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 nofification 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. Pape as counsels

! Docket No. W-177, Sub 53
2 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 485, W-177, Sub 50, and W-200, Sub 45, whereby the stock of Healer 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 Waterworks Corporation jointly
requested Commission approval to merge Brookwood and LaGrange into Aqua pursuant to G.S. 62-111,

2




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-200, Sub 48. In her motion,
Ms. Sanford stated that Mr. Cobb indicated agreement with such request and that
Ms. Pape 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, Emilie 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.5, 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 southemn 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 capita! 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

5 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. On 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 capital
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, Ulilities 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 prefiled testimony of Thomas J. Roberts, J.  Preston
Luitweiler, Stephen F. Anzaldo, William C. Packer, Jr., and Stan F. Szczygiel. The
Public Staff presented the prefiled testimony of Jerry H. Tweed and Katherine A.
Fernald.

Witness Roberts testified for the Applicant and witnesses Ferpald and Tweed
testified for the Public Staff in response to Commission questions. In addition, the
Commission propounded a series of wriften 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 Fayetteville, 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, 2008.

5. The overall quality of service provided by Aqua to its customers is
adequate.
B. 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 Fayetteville office
regarding customer service issues, black silt in the water, sporadic fluctuation in water
pressure, and the level of chlerine 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 concemn 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 publlc 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:
Brookwood LaGrange
Monthly Metered Water Rates:

Bragg Estates Sut_)division:

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

All Other Service Areas:

Base charge, zero usage
(based on meter size)

<1" meter $ 644 $ 497

1" meter 16.10 12.43

1% " 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 galions $ 140 $ 099

Monthly 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, 20086, 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 concem expressed at the September 6, 2007 Hearing by
public witness Willlam White revealed that witness While is not an Aqua custoemer. The Company
determined that witness White resides in Marganton Place Subdivisian, a former LaGrange Waterworks
Corporation system that is currently served by the Fayetteville Public Works Commission.
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12. The accumulated depreciation at the end of the Itest year, including
pro forma adjustments, was $9,006,591 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. charges 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 calcufate 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 pr:esent 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 L.aGrange 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 rgasonab!e 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 LaGrange 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 $ 9862
1" meter 24.05
1% " meter 4810
2" meter 76.96
3" meter 144.30
4" meter 240.50
68" mefer 481.00
Commodity charge, per 1,000 gallons $ 215
Monthly Flat Water Rate: $ 2445

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




Tap Fee:
<1" meter $450.00

1" meter or larger 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
otherwise recovered through connection charges.)

Reconnection Charges:

If water service is cut off by utility for good cause $ 15.00
If water service is discontinued at customer's request $ 750
New Customer Account F'ee: $ 15.00
Returned Check Charge: $ 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
biling system such that the system can print monthly system specific billing and
consumption reporis 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
biliing 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 Comimission
within 60 days of the date of this Order. Further, the Applicant should ensure that its
North Carolina personne! 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.

38. 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 date 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 stipulated 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 otherwise 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 Parial Seftlement 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
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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 8, 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 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.

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,

L
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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 evaiuate 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 inciude 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 nofification 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

Aail L.Mourd
Gail L. Mount, Deputy Clerk

fh012808.01
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APPENDIX A
PAGE 1 of 2
SCHEDULE OF RATES

for

AQUA NORTH CAROCLINA, INC.
for providing water utility service in

ITS BROOKWOOD AND LAGRANGE SERVICE AREAS'

in Cumberland and Hoke Counties, North Carolina

Monthly Metered Water Rates:
Base charge, zero usage
(based on meter size)

<1" meter $ 962

1" meter 2405

1% " 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 $ 215
Monthly Flat Water Rate: $ 2445

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

Tap Fee:
< 1" meter $450.00
1" meter or larger 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 48, the Commission issued an Order
approving the merger of Brookwood Water Corporation and LaGrange Waterworks Corporation into
Aqua North Caralina, Inc., a wholly-owned subsidiary of Aqua America, Inc.




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 $15.00
If water service is discontinued at customer's request $ 7.50
New Customer Account Fee: $15.00
Returned Check Charge: $20.00
Bills Due: On billing date
Bills Past Due: 15 days after billing date
Biliing Frequency: Shall be monthly for service in arrears
Finance Charge for Late Payment: 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 b}:‘ the North Carolina Utilities Commission
in Docket No. W-218, Sub 251, on this the _29" day of_January , 2008.
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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 ) NOTICETO
Increase Rates for Water Utility Service in All of Its ) CUSTOMERS
Service Areas in Cumberland and Hoke Counties, North )
Carolina )

NOTICE 1S HEREBY GIVEN that the North Carolina Utilities Commission has
issued an Order authonzmg Aqua North Carolina, Inc. to charge mcreased rates for
water utility service in all of its Brookwood and LaGrange service areas' in the North
Carolina counties of Cumberiand and Hoke. The new approved rates are as follows:

Monthly Metered Water Rates:
Base charge, zero usage

(based on meter size)

<1" meter $ 962

1" meter 24.05

1% " meter 48.10

2" meter 76.96

3" meter 144.30

4" meter 240.50

6" meter . 481.00

Commoadity charge, per 1,000 galions $ 215
Monthly Fiat Water Rate: $ 2445

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

'On June 28, 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 2nd LaGrange Waterworks Corporation into
Agua North Caroling, Inc., a wholly-owned subsidiary of Aqua America, Inc.
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Tap Fee:
<1" meter $450.00
1" meter or larger 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 $16.00
if water service is discontinued at customer’s request $ 7.50
New Customer Account Fee: $15.00
Returned Check Charge: $20.00
Bills Due: On billing date
Bills Past Due: 15 days after billing date
Billing Frequency: Shall be monthly for service in arrears
Finance Charge for Late Payment: 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

Aail L. Mousedk

Gail L. Mount, Deputy Clerk




CERTIFICATE OF SERVICE

l, . rﬁailed with sufficient

postage or hand delivered to all affected customers the attached Notice to Customers
issued by the North Carolina Ulilities Commission in Docket No. W-218, Sub 251, and

the Notice was malled 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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PLACE: Dobbs Building, Raleigh, North Caroclina
— -

DATE: Tuesdayy NGVEHEr 6,~2007 ,

t-f:"h——.—u' ]

DOCKET NO.: W-218, Sub 251
TIME IN SESSION: 9:02 A.M. - 9:06 A.M.

BEFORE: Commissioner Lorinzo L. Joyner, Presiding
!/ Commigssioner 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 CUMBERLAND AND HOKE COUNTIES, NORTH
CAROLINA

APPEARANCES:

FOR AQUA NORTH CAROLINA:

JoAnne Sanford

Sanford Law Office, PLIC

P.O. Box 28085

Raleigh, North Carolina 27611-8085

FOR THE USING AND CONSWMING PUBLIC:

TEE T HUHEE D

Public Staff - North Carolina Utilities Commission
4326 Mail Service Center

Raleigh, North Carolina 27699-4326

NORTH CAROLINA UTILITIES COMMISSION
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PLACE: Fayettevilie §tate University; Shaw Auditorium
1200 Murchison Road b
Fayetteville, North Carolina ‘h

DATE:  THESday, Septenber-6r-2007

DOCKET NO.: W-218, Sub 251 '

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

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

IN THE MATTER OQF:

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

APPEARANCE S;

FOR AQUA NORTH CAROLINA:

JoAnne Sanford

Sanford Law Office, PLIC

P.O. Box 28085

Raleigh, North Carolina 27611-8085

FOR THE USING AND CONSWMING PUBLIC:
TabiCh HUAteE o
Public 8taff - North Carolina Utilities Commiassion
4326 Mail Service Center

|Raleigh, North Carclina 27659-4326
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STATE OF NORTH CAROLINA Crofs's?Exam_Exhibit_[.(_ .

UTILITIES COMMISSION
RALEIGH : @ /i ‘A}/’,/;’
DOCKET NO.W-218-SUB 574 :Qf;\«&
GET NO. W-224. SUB 2 /},\?7/

A7

DOCKET NO, W-224, SUB 15

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Application by Afiia-North_Carofina/Inc., Fairways

Utilities,

Mountain Point Ulilities, Inc., Rayco Ulilities, inc.,

Inc., and Mobile Hill Estates, 202 MacKenan Court,

Inc., Glynnwood Water Systems, Inc.,

ORDER GRANTING PARTIAL
RATE INCREASE AND

NOTICE

Cary, North Carolina 27511, for Authority to Increase

Rates

)
)
Willowbrook Utflity Company, Inc., Heater Utilities, ) REQUIRING CUSTOMER
)
)
)

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.

Vilage 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.

354




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, lll, Presiding; Chairman Edward S.
Finley, Jr.; and Commissioner Lorinzo L. Joyner

APPEARANCES:
For'Aqua North Carolina, Inc.;

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

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

[For-the Using_and Consuming-Public: .

Eﬁféfﬁ’étﬁ?\’.‘DTa’ﬁﬁing_(f.o,nmerly_E!izabeth.Denning-Szafran-),-Staff 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/fa Aqua North Carolina (Glynnwood), Mountain Point Utilities,
Inc., d/ibfa 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 notifying 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 Carclina,
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 December 5, 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-089, 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.

2.



10

1l

12

13

14

15

16

17

18

19

20

21

22

23

24

PLACE: Dobbs-Building; Raleighi NGTEH Carolina.
1

DATE: (Tuesday, Februdry 3, 2009

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

A e :
TIME_IN-SESSION:— 9.:00_a.m.. - 10:53 a.m. ./

BEFORE: Commissioner 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
Systems, Inc., Mountain Point Utilities, Inc., Willowbrook
Utility Company, Inc., Heater Utilities Imc., 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.0O. Box 37458

Raleigh, North Carcolina 27627

YSTNGAND CONSUMING PUBLIC

Elizabeth Denning Szdfian ]

m—— Ol 0

4326 Mail Service Center .
Raleigh, North Caroline 27659-4326

Margaret A. Force

N.C. Department of Justice
P.0. Box 629

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 Commission 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 Nos. W-218, Sub 274 and W-224, Sub 15 - In the
Matter of Applications by Agua North Carclina, Inc.; Rayco
Utilities, Inc; Fairview(sic) Utilities, Inc; Glymwood
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 Commissilon
Rule R1-17{(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 watex
and a -.49% for sewer and that, after ratemaking
adjustments, their overall rate of retuxrn is 2.60% for
water and -2.08% for sewer. According to the Applicants,

L
the revised consolidated tariffs filed with the

NORTH CAROLINA UTILITIES COMMISSION
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PLACE: (ﬁgm&ldingr-kal'eigh—;w—l\forth—(?arol*i—'?na

P l
DATE: Tuesday, February 372009 '

DOCKET NO:.:%: W-218, Sub 274 and W-224, Sub 15

TIME IN SESSION: {11:07_A.M.—--2.439-P~M;

BEFORE: Commissionexr William T, Culpepper, Presiding

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

IN THE MATTER OF:

Volume II

Aqua North Carclina, 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.Q., Box 28085

Raleigh, North Carolina 27611

C. Blythe Clifford

Clifford TLaw Firm, PLLC

P.0. Box 27458 .
Raleigh, North Carclina 27627

FOR THE USING AND CONSUMING PUBLIC:

%ETzabeth“DennTﬁg—SEEfran, StafffAttOrney—~————f7
Public staff - North Carolina Utilities—Commiswion
4326 Mall Service Center

Raleigh, North Carclina 27699-4326

Margaret A. Force, Assistant Attorney General
North Carolina Department of Justice

P.O. Box 628

Raleigh, Noxth Carolina 27602

NORTH CAROLINA UTILITIES COMMISSION
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PLACE;: . Holiday Inn E:xpcreesss,E::::'c)nas;ﬂ.t:i..:l.le.,,qMor‘i:h—(.7,‘a—rrail.--J'.-na“‘jé'D
e e Binaier 8 2008— 1 |

DATE:—Monday,—Décember-8+~2008

———

BOCKET WO W-218, .8ub 274; W-224, Sub 15

e - .
FINE TN _SESSION:- 7100 p-M.o 8115 p.M.

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

IN THE MATTER COF:

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.

APPEARANCE S;:

AQUA NORTH CAROLINA, INC.

Blythe Clifford

clifford Law Firm, PLLC

P.0O. Box 37458

Raleigh, North Carolina 27627

USING AND CONSUMING PUELIC

f R

|,Ant ione t‘:t:e-—WJ'Jce""-:"

4326 Mail Service Center

Raleigh, North Caroline 27699-4326
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1 COMMISSIONER CULPEépER: Good evening. Let's 7
2 come to order please and go on the record.' I am .

3 Commigsioner Bill Culpépper of the North Carolina

4 Utilities Commission and with me is Commission Chairman

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

6 hearing at this time for the purpose of taking non-expert
7 public. witness testimony Docket Nos. W-218, Sub 274 and

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

9 North Carolina, Inc., Rayco Utilities, Inc., Fairway

10 Utilities, Inc., Glynowood Water Systems, Inc., Mountain
11 . |lPoint Utilities, Inc., Willowbrook Utility Company, Inc.,
12 Heater Utilities, Inc. and Mobile Hill Estates for

.’ 13 Authority to Increase Rates.

14 On February 29, 2008, pursuant to Commigsion

15 Rule R1-17{a}, the utilities gave advance notice of their
16 intentions to file general rate cases.

17 On July 18, 2008 the utilities jointly filed

18 their Applications For Authority To Increase Rates. In

19 support of their requests, the Joint Applicants state that
20 during-the test year ended Decenber, 2007 they experienced
21 an overall rate of retuwrn of 7.45% foz" water and a -.49%
22 for sewer and that, after ratemaking adjustments, their

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

O 24 sewer. According to the Applicants, the revised
®
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PLACE: Eﬂi&ura&uhrtT*GreensbbfﬁTT;g;%%:gggg%lna . 'E;

e
DATE: Tuesday;~December—9;—2008 :

DOCKET NO.: {(W-218,-Sub-274; W-224, Sub 15

o T
@;ME_IN;SESSIONJ__ligU“meT“*—BTQSFp;m.

BEFORE: Commissioner William T. Culpeppper, III Presiding
Chajirman Edward S. Finley, Jx. - '

IN THE MATTER OF:

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

Cclifford Law Firm, PLLC

P.O. Box 37458

Raleigh, North Carolina 27627

USING AND CONSUMING PUBLIC

4326 Mail Service Center
Raleigh, North Caroline 27659-4326
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COMMISSIONER CULPEPPER: Good e;ening.‘ Let's (?
come to order, please, and go on the record. I am '

|
Commissioner Bill Culpepperuof the North Carolina
Utilities Commission and with me is Commi;sion Chairman
Edward S§. Finley, Jr.

The Commission now calls for hearing at thié
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 Utilitigs, Inc; Glynnwoad
Water Systems, Inc; Mountain Point Utilities, Inc;
Willowbrook Utility Company, Inc; heater Utilities, Inc;
and Mobile Hill Estates for Authority to Increasé Rates.

On February 29, 2008, pursuant to Commissioﬂ
Rule R1-17(a), the utilities gave advance notice of their
intentions to file general rate cases.

On July 18, 2008, the utilities jointl& 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, Kal&€igh, North Carolina s E?

DATE: Monday, DEcember. l,..2008 -

DOCKET NO.: [(W=218,.Sub-274Jand W-224, Sub 15

TIME IN SESSION: 7:00_P.M.——20:27-PTM;

BEFORE: Commissioner William T. Culpepper, III, Presiding
Chairman Edward 8. Finley, Jr.

IN THE MATTER OF:

Agua- 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.0O. Box 28085

Raleigh, North Carolina 27611

C. Blythe Clifforxd

Clifford Law Firm, PLLC

P.O. Box 27458

Raleigh, North Carclina 27612

FOR THE USING AND CONSWMING PUBLIC:

James . ] I.;:|.ttf'——w—_ﬂwﬂtj

izabeth DenningﬁSzafran;:j
P 5iTc Staff - North Carolina Utilities Commigsion
4326 Mail Service Center
Raleigh, North Carolina 276959-4326

Margaret Force

North Carolina Department of Justice
P.O. Box 629

Raleigh, North Carxolina 27602-0629
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COMMISSIONER CULPEPPER: Good evening. Let's |
come to order please and go on the record;, I am
Commissionexr Bill Culpepper of the North Carclina
Utilities Cowmission and with me is Commission Chairman
Edward F, Finley, Jr. and Commissioner Lorinzo L. Joyner.
The Commissicn now calls for hearing at this time for the
purpose of taking public witness testimomny 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 R1-17(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 cverall 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, the revised

NORTH CAROLINA UTILITIES COMMISSION
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OFFICIAL COBY
PLACE: Village Hall Assembly Room, PifieBurst, North

Carolina
DATE: ﬁggazil;ﬂoxambg:_21yézn08‘ '

DOCKET NO.: W-218 ,#S_‘ub,_z_'?_‘&*’and W-224, Sub 15

TIME IN SESSION: 1700 p.m.—=~ 1a3-1:5=p- M-,

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

IN THE MATTER QF

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.

C. Blythe Clifford

Clifford Law Firm, PLLC

P.O. Box 37458

Raleigh, North Carolina 27627

USING AND CONSUMING PUBLIC
games_D. Little )

4326 Maill Service Center
Raleigh, North Carolina 276995-4326
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COMMISSIONER CULPEPPER: Good afterncon. Let's
come to order please and go on the record. I am
Commissioner Bill Culpepper of the Nérth Carolina
Utilities Commission and with me is Commissioner Lorinzo
L. Joyner. The Commission now calls for hearing at tﬁis
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 Watexr
Systems, Inc., Mountain Point vUtilities, Inc.,, Willowbrook
Utility Company, Inc.; Heater Utilities, Inc. and Mobile
Hill Estates for Authority to Increase Rates.

On February 29, 2008, pursuant Eo Commission
Rule R1-17(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 Decenber, 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, the revised

consolidated tariffs filed with the Applications are

NORTH CAROLINA UTILITIES COMMISSION
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PLACE: Qistrict—eourElBuilding, Courtroom B
Bickory;—NC

DATE: (October 30, 2008

DOCKET NO.: W=2I87—9ﬁ57?74i?nd W-224, Sub 15

TIME IN SESSION: 7:00 P.M. TO 2:11 P.M,

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

IN _THE MATTER OF:

Application for AButhority to
Increase Rates

VOLUME 1

APPEARANCES

FOR AQUA NORTH CAROLINA, INC.:

Jo Anne Sanford

Sanford Law Office, PLLC
Post Office Box 28088
Raleigh, NC 27611

¢. Blythe Clifford
Clifford Law Firm, PLLC
Post QOffice Box 37458
Raleigh, NC 27627

FOR THE USING AND CONSUMING PUBLIC:

James—D._Little

Staff Attorney

Public Staff - NC Utilities Commission
4326 Mail Service Center

Raleigh, North Carclina 27699-4326

NCRTH CARQOLINA UTILITIES COMMISSION
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DAWN STEPP DIRECT (LITTLE) 24
EXHIBITS"
PAGE NO.
EXHIBIT IDENTIFIED/ADMITTED
WILLIAMS EXS. 1 AND 2 21/26
WILLIAMS EX. 3 22/26

NORTH CAROLINA UTILITIES COMMISSION
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EXHIBITS (CONT'D)
PAGE NO.
EXHIBIT IDENTIFIED/ADMITTED
WILLIAMS EX, 4 23/26
HUNTER EX. 1 29/36
HUNTER EX. 2 30/36
HUNTER EX. 3 30/36
FREEMAN EX. 1 44/57
COBB EX. 1 78/79

NORTH CAROLINA UTILITIES COMMISSION




L 9.0
OFFICIAL COPY

PLACE: géﬁﬁézson_ccunty_égﬁggﬂgaggj
Hendersonville, NC

DATE: October_-29,—2008

r’——'—"_‘_"f'_'_‘"j
DOCKET NO.: W=218,_ Sub-274—and W-224, Sub 15

TIME IN SESSION: 1:01 P.M. TO 1:38 P.M.

BEFORE: Commissioner William 7. Culpepper, III
Chairman Edward S. Finley, dJr.

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 OFffice 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_nh_bittle_“]

Staff Attorney

Public Staff - NC Utilities Commission
4326 Mail Service Center

Raleigh, North Carclina 27699-4326

NORTH CAROLINA UTILITIES COMMISSION

4




W-218, SUB 274/W-224, SUB 15 ! -2-
TABLE OF CONTENTS
WITNESS EXAMINATION PAGE NO,
M. B. CORBM DIRECT (LITTLE) 16
CONTINUED DIRECT (LITTLE) 18
JERRY LINN DIRECT (LITTLE) 20
CONTINUED DIRECT (LITTLE) 24
CROSS (SANFORD) 27
JOSEPH PERRONE DIRECT (LITTLE) 31
CONTINUED DIRECT (LITTLE) 32
EXHIBITS
PAGE NO.
EXHIBIT IDENTTFIED/ADMITTED

{(NO EXHIBITS MARKED)

NORTH CAROLINA UTILITIES COMMISSION




PLACE:

DATE:

DOCKET NO.:

Mecklenburg (§9ver-nment——€enterj
Charlotbte;NC

T

ctober. 28,2008

W-Zig; “Sub~274] and W-224, Sub 15

TTME IN SESSION: Wii03 BM._TO_9.:31_P.M.—J

BEFORE:

Commissioner William T. Culpepper, III
Chairman Edward S. Finley, Jr.
Commigsioney Loxinzo 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
Poat Office Box 37458
Raleigh, NC 27627

FOR THE USING AND CONSUMING PUBLIC:

[games~D." Little—7

Staff Attorney

Public Staff - NC Utilities Commission
4326 Mail Service Center

Raleigh, North Carolina 27699-4326

NORTH CAROLINA UTILITIES COMMISSION




W-218, SUB 274/W-224, SUB 15

TABLE QF CONTENTS
WITNESS EXAMINATION
STEVE PRIVETTE DIRECT (LITTLE)
BARBARA CONRAD DIRECT (LITTLE)
STEPHEN ROWE DIRECT (LITTLE)
GREG PALMER DIRECT (LITTLE)

ERIC LITTLE

JOSEPH FELT
LINDA ROSE
MARTHA NEWMAN
KEVIN KOLLEGGER
HARRY RUDGE
JOHN NOVAK
ADRIENNE TRENT
KEN WILDMAN
BILL, MERRITT
TINA MARIE TUCKER
TOM ROTHROCK
ANGELA FLORES
TRACIE OLSEN
BETHANY GREEN

JULIE RISPOLI

NORTH CAROLINA UTILITIES COMMISSION

CONTINUED DIRECT (LITTLE)

DIRECT

{(LITTLE)

CONTINUED DIRECT {LITTLE}

DIRECT
DIRECT
DIRECT
DIRECT
DIRECT
DIRECT
DIRECT

DIRECT

- DIRECT

DIRECT
DIRECT
DIRECT
DIRECT
DIRECT

DIRECT

(LITTLE)
{LITTLE)
{LITTLE)
{LITTLE)
(LITTLE)
(LITTLE)
(LITTLE)
(LITTLE)
(LITTLE)
(LITTLE)
(LITTLE)
(LITTLE)
(LITTLE)
(LITTLE)

(LITTLE)

CONTINUED DIRECT (LITTLE)

2.3

-2-

PAGE NO.

17
27
30
32
35
38
41
42
45
48
52
57
60
63
68
78
80
82
88
o0
93
95

97




W-218, SUB 274/W-224, SUB 15

CQY GILLENWATER
TCODD SMITH
PATRICIA PRICE

DAVID PANKEY

LYNDA PAXTON
LORA LIPSON

KIM CYR

NYDIA MORALES

ROBERT FROHMAN

EXHIBIT
PRIVETTE EX. 1
FELT EX. 1
RCOSE EX. 1
BARNETT EX. 1
NEWMAN EX. 1
KOLLEGGER EX. 1
NOVAK EX. 1
WILDMAN EX. 1
WILDMAN EX. 2
ROTHROCK EX. 1

ROTHROCK EX. 2

DIRECT {(LITTLE)
DIRECT (LITTLE)
DIRECT (LITTLE)
DIRECT (LITTLE)
CONTINUED DIRECT (LITTLE)
DIRECT (LITTLE)
DIRECT (LITTLE)
DIRECT (LITTLE)
CONTINUED DIRECT (LITTLE}
DIRECT (LITTLE)
DIRECT (LITTLE)
CONTINUED DIRECT (LITTLE)

EXHIBITS

PAGE NO.

2.4

99
103
110
114
118
123
131
135
140
143
147

150

IDENTIFIED/ADMITTED

18/26
44/45
47/47
50/50
51/51
56/56
62/62
73/74
76/77
86/87

86/87

NORTH CAROLINA UTILITIES COMMISSION
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~Public Staff
Becker Rebuttal Cross Exam Exhibit Jo
Docket No. W-218 Sub 497

Central Johnston County Regional Wastewater Treatment Facilities Improvements j% 7 <
Completed 2002 - Present '

L, 2 2603,Wastewater Famlmes Improyements V_\IWTE_Expansmn from-5:0° IVIGD to-7-0- MGD_':?

2.

4,
5.

Eompteted 12004777

BioSolids Facilities - New facility construction for biosolids processing at the Johnston County
Landfill; Completed in 2004

WWTP SCADA improvements including data highway additions an aeration basin D.O. controls;
Completed in 2005

BioSolids Mechanical Screen Installation and Receiving Station; Completed in 2007,

WWTF Demolition - Removal of three sludge drying beds, belt press building, cascade aerator,

sludge belt press, sludge cony conveyor and associated piping and appurtenances; Completed in 2007

il e e
67 (06 Wastewater-Facmties Improvements WWITP'Expansion from 7:0.MGH:ta 9.5.MGD; J

10.
11.
12,

13.

14.

15.
16.

LCompleted sin. 2009

BioSolids Facilities Expansion — Expanded biosolids facilities at the landfill site to treat sludge from
expanded wwtp; Completed in 2009

Operators Buiilding Equipment and Piping Demolition — Demolition of equipment and out of service
piping; Completed 2010

Miscellaneous Painting — Protective coating system for blower buildings, DAF building, clarifiers 1 &
2, digester building, fuel tanks and other surfaces; Completed in 2010

Asphalt Resurfacing of WWTP Site — Completed in 2010

BioSolids Maintenance Building — Maintenance/Storage building construction; Completed 2010
WWTP Laboratory Repairs — Repairs to foundation, ceiling, walls, light fixtures, and HVAC;
Completed in 2011

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

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

BioSolids Facility Recycle Force Main Extension; Completed in 2012

WWTP process pH monitoring and chemical system upgrades for alkinility control, phosphorous
removal, and methano! feed; Completed in 2015



)

Grantmyre, William P

ﬂ

m Chandra-Farmier <chandra.farmer@johnstonnc.com> '
Sent: Wednesday, September 12, 2018 6:10 PM '
To: Grantmyre, William
Cce: Junis, Charles M; Darden, Lindsay Q; Tim Broome
Subject: [External] RE: Johnston County Wastewater Treatment Plant Upgrades and Expansions
Attachments: WWTP Improvements Since 2002.09.05.18.docx

CAUTiON External emall Do not click ]|nks or open attachments unless verified, Send all suspicious email as an attachment to

(M@ﬁntmb‘ re,

- @ aee —— —_— e T =

In_response o your “requiest, please find: attached aTsummary: ‘of- theJohnston- County WWTP prOJects from‘2002 to
date.” "Please leEme:know: ifyouhave:any:questions-orneed “additiGhalinformationt™ i

Thanks,
Chandra

handra-Cox-Farmer, PE

Directaor.
_lohnston.County- Department-mubllc Utilities
© 1Box 2263
~__3E. Market St.
Smithfield, NC 27577
{919) 209-8333
(919} 934-7174 {fax}

From: Grantmyre, William [mailto:william.grantmyre@psncuc.nc.gov]

Sent: Wednesday, September 5, 2018 4:38 PM

To: chandra.farmer@johnstonnc.com

Cc: Junis, Charles M <Charles. Junls@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 Wastewater Treatment 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
year and 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 Carclina 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. .
Aftention: Shannon Becker
202 MacKenan Court

Cary, NC 27511

Dear Mr. Becker:
Re: Johnston County Wastewater Capacity
| 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 Staff's 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.at subsequent meetings on May 23 and June 14, 2018.

it is the Public Staff's opinion that it would be prudent’for Agua to purchase from
thé' County wastewater treatment and transmission capacity in the same quantity
(rounded up to the nearest 25000 gpd increment) for which Aqua has received
contribution in aid of construction (CIAC) payments from developers. In addition, it is the
Public Staff's opinion that it would be prudent fdr 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 raté, along with carrying costs

Executive Director Cemmunicallons Economlc Research Legal | Transponation

(919) 733-2435 (919) 733-2810 {919) 733-2802 {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 Mail Service Center » Raleigh, North Caralina 27698-4300 « Fax (919) 733-9565
An Equal Qpportunity / Affirmative Action Employsr |
!

L]
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]

incurred on amounts expended for Aqua's purchase of capacit{; prior to receipt of
payment from the Developer. Aqua.should 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 agreement 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 Staff's opinion that the County's capacity
fee will likely materially increase over time. '

Sincerely,
Charles M. Junis, PE

Engineer
Public Staff - North Carolina Utilities Commission
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olZompa # f aleqo Amo e PLO
8000 108015 36800053988 2,500.00 | ° £ W\ |Eng South Quarter 1i235%304200"
4000 105015 35800053988 33,744.00 [}~ v |Mains South Quarer 1-239 337400
8000 105015 35800053988 2,000.00 ] | v Service South Quarter 1-238 333400
8000 105016 35800053988 4,000.00 [/ Service South Quarter 1-238 333400
8009 252052 35600053762 (4,000,00) © )

f  BOOD 271302 35600053969 (250000)] . CIAC Eng South Quarter 1-239 304200
800a 271302 35800053989 (33,744.00)| [N .7 |CIAC Malns South Quarler 1-239 331400
8000 271302 35800053959 (2,000.00) q_|CIAC Service South Quarter 1-239 333400
8800 105015 35880053990 2,500.00 |\ iy |Eng South Quarter 1-238 354200
8800 105018 35880053990 80,216.48 | | MU F " 10 [Grav Maln South Quader 1-239 351200
85800 105015 35880053990 7,500,000 [/ e Seivice South Quarter 1-239 353200
8800 271302 358800563991 (2500609 - CIAC Eng South Quarter 1-239 354200
8800 271302 35880053991 (80,216.48) [ 3 WX~ CIAC Grav Main South Quarter 1-239 361200
8800 271302 35880053991 (7,500.00) [ T CIAC Service South Quarter 1-239 363200

Waler | Sewer
Developers Cost Certification 42,244.90 90,216.48
Less purchase price (4,000,00) .
Subtotal 38,244.00 90,216.48
Less CIAC previously booked !
Amount CIAC to book 38,244.00 90,216.48

Prepared by: __@—
Approved by: MFI ] l‘( -'
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Date prepared: 7/ Zg[[\s‘
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P Docket W-218 Sub 497

AQUA.

Z50p0( 2916 A0

CLOSING MEMO

To:

cC:

From:
Date
St.iject:
Service:
No of Lots

Served by Assets
Instalied:

Tammy B., Judy Q., Lori M., Michael M., Mark E., Lynn P,, Colton J,,
Lorrie’S., Dennis M., Roger Tupps

Tom R., Ruffin P., MosesT.-
Peggy D.

June 3, 2015

South Quarter, P]nas-e 1 Subdivision POD 6B
Water & Wastewater Service

10 connections with this Closing
lots 1-8; 27; 28

cwif’
COA rr'r!::*
P

CoRf Certification  Water$42;24%; ‘sewerrsoo2 1678 - —H G- 185-Ot (S

$400 paid quarterly as connections are made to the system. Payable to
1 & J Flowers Finch, Inc. )

B iz 5 10 = H Y onD

Purchase Price:

alc 252052 -

On, December 5, 2015 1 & | FIDW&ES_ELDLh,_LnE_LDEMElQP_ECLSEIlSﬂEd_th.&LequlLEm_EDLQL_.i

closing and transferred the water and wastewater Assets serving 10 residential connections in
South Quarter, Phase 1 Subdivision to Agua 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 1o the signed Agreement dated March 29,2013, Developer, at Developer's
cost, was required to install a Water Utility System and a Collection Systém, including
interconnection to Aqua’s existing Flowers Plantation Master System, to serve approximately
28 residential connections. Aqua, as its investment, agreed to issue a $400/SFRE purchase
price payment to Developer, paig quartérly as connections are made to the water system.

DEH issued permit approval of the water system in 5/N 15-00138 on April 23, 2015
which included the installation and construction of approximately 1,950 of 6” rmain and
appurtenances to serve 28 lots.



Dockef W-218 Sub 497

DWQ issued permit approval of the collection system in permit number WQ0037629 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.

Additicnal information for this préjecf can be found in the fo[lowrng' elecironic file
folder: H:\Systems\Central Regional Systems\Carv Regional Office Svstems\So uth Quarter -

Flowers

Please update ali records accordingly.




Docket W-218 Sub 497

Written Certification of Costs Form - Water

Date: _ Mav 15 2015

Agua North Carolina, Inc.
202 MacKenan Court, Cary, NC 27511

Following is the informatlon you requestéd for the Water Utility System serving, Sputh Quarter, Phase
One - PARTIAL Subdivision, A/K/A Flowers POD 6B. This cost certlﬂcat:on is for the distribution system
serving Lot Nos. 1-8, and 27-28. A total of 10 Lots.

ary UomM |- Description Total Invaiced

Cosis
1018 Engineering . ' $2,500.00
970 | LF Mazins {Size _6” ) $33,744.00
10 EA Services 56,000.00
' TOTALS |- $42,244,00

.+l certify the above represents the actual cost for Installation of the Water Utility Systern serving the
Subdnnsson .

i 6"»Gm£<f-~“-,\t-
*u..,....-‘

r',’ /»;47_,' r-\
ey, .."“\-

Flowers Plantation Service Area



Written Certification of Costs Form
Wastewater

Date: __ May 15, 2015

Agua North Caroling, Inc.
202 MacKenan Court, Cary, NC 27511

Docket W-218 Sub 437

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 certification is for the collection system servmg Lot
Nos. 1-B, and 27-29, A toialof 10 Lots.

¢

QTY | UOM | DESCRIPTION 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

| certify the above represents the actuzal cost for installation of the Collection
System serving the Subdrwsmn"“

] dfcbaclsSebe
Signature S0 %

J. Miichae] Stocks

Printed Name

~/

.~ Flowers Plantation Service Ares

" -
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[ 1 8000 105015 35800073451 . 2,300,00 ) Eng Trillium 1-224°304" ~ -~ ~

L 2000 106015 35800073451 . 45,828.16 Malns Trilllum 1-224 331

e 8000 . 105015 35800073451 | . 1,800.00 Sarv Trillium 1-224 333

kR ) 8000 105016 35800073451 . 12,000.00 Serv Trillium 1-224 333

i 8000 252052 . 35800003381 {12,000.00)

s 8000 271302 35800073452 13,300.00) CIAC Eng Trillum 1-224 304
B 8000 271302 35800073452 (45,828.18) CIAC Mains Trillivm 1-224 331
B 8000 271302 35800073452 {1,800.00) . |CIAC Serv Trilllum 1-224 333

“‘Bﬁ 3800 105015 35880073453 2,300.00 eng Trilllum 1-224 354

5] 860G 106015 35880073463 31,279.52 Mains Trillum 1-224 361

B3 8800 105015 35880073452 17,260.00 Serv Trillium 1-224 363

i 8800 271302 35880073454 {2,300.00) CIAC Eng Trillium 1-224 354
KRR 8800 271302 35880073454 (31,279.32) . |CIAC Mains Trilllum 1-224 361

FE{R B800 271302 35880073454 (17,250.00) CIAC Serv Trillium {-224 363

P :
et

B - Vwvater Sewer

ERLE Developer Cost Cartification 61,828.16 50,828.32

] L:ess Purchase Price (12,000.00)

73t Subtotal < 49,828.16 50,828.32
o] Less CIAC Previously Booked - ’ ‘

?ﬁ;‘-ﬁr : Amount CIAC to Bog 49,828.16 50,828.32

R e B e RN

&7

e e e T e E BT

Prepared by: T. Bernard

bt -/}

Approved by:; E&L ):! L!}k_ ’3} )O} ! 7 Dale prepared; 5/ !//7 .
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Docket W-218 Sub 497
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i CLOSING MEMO
359w 93490
To: Tammy B., Judy Q., Lori M., Michael M., Mark E., Lyna P., Lorrie S.,
Dennis M., Roger Tupps -
.
cc: . Shannon B., Ruffin P., Moses T.
From: Peggy D. l){
Date December 21, 2016 "}?j
: " \/
Subject: Trillium, Phase 3 Subdivision
Service: Water & Wastewater Service
Mo of Lots connections with this Closing
" Served by Assets  Lots 41, 42, 53, 72-76; 79-93
instalied: .
Cost Certification Water: -$él,928.16; Sewer: 550,829.32 - :
Purchase Price: $400 paid quarterly as connections are made to the system. Pa\fable to

DWEF Develop.ment, Inc. 50 L ‘ﬁ’%d ___’ﬁ )Z!m

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 inTrillium, 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.

Pursuantto 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.

PEH issued permit approval of the water system in S/N 13-00931 on chembe‘r 12,
2013 which inciuded 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 enginéer issued
Certification on July 21, 2016.



out. The engineer issued Partial Certification on July 21, 2016.

Pod 9

!
;
i
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Docket W-218 Sub 497

DW(Q 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 appurienances 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-

Additional information for this project can be found in the foliowing electronic file
folder: H:\Systems\Central Regional Systems\Cary Regional Office Systems\Trillium - Flowers

Please up;date all records accordingly.
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1
Writter Certification of Costs Form - Water

Dite: _ July 23, 3016 '

Aquia Nerth Carpliria, Inc.
202 MacKenan Court, Cany, NC 27511
Following s the information you requedied for the Water Utility System serving Trillium, Phase Two - Final
Subdivision, A/K/A Flowers POD 9. This eost cettificatioit is for the distribition system servifig Lot Nos, 41-42,
53, 7276, and 7953, A total of 23 Lots. '

ary | uom _Description Total Invoiced
: . Costs
1 ] 1S - | Englneering . $2,300,00
958 LF Mains (Size 8" } - $45,828.16
23 EA | Services . $15,800.00
' TQTALS $61,978.16 |

| eertify the above represents the actual cost for instaliation of the Water Utlity System serving the
Subdivision,

S 2 . Michael Stocks
4] TR
i Printed Name
e, . .
SN A
)
._.bn 'l“‘b
B/
x =
a =
2 2
s &
:G'j =
Ay BEE A
o o
LS
. T
. !
‘ i
N '

Flowers Plantation Service Area

'
T
i
1
1
1



Written Certificgtion of Costs Ferm
Wastewater
Date: ‘July 21, 2016

Agua Morth Caroling, Inc:
202 MacKenan Coart, Cary, NC 27511

IR T o

Docket W-218 Sub 497

Followtrig Is the infermation’ you requested for the Collection System serving Trillium, Phase Twe — Final
Subdivision A/K/A Flower's POD 9. This cost certification is ror the collection system serving Lot Nos. 4142,

.53, 72-76.and 75-93. A tofal 6723 Lots.

QTY | UOM | DESCRIPTION Total Invoiced Cost
i ] Ls Engineering $2,300.00
983.59 LF ‘ Sewer Mains~ 8 ” $17,904.32
5 | EA | Mapholes $13,375.00
23 EA | SewerServices $17,250.00
TOTALS $50,829.32

I certrﬁ/ the abdve represents the actual east for mstallatmn of the Collecticn
Systern Serving the Subd:\nsmn

1, Michge] Stocks

Printed Name

5y
S

ey
MEITTIILLY

ﬂ@ -.~4. m 5-:.-. Tai
‘5:; 12? & -
HA e

&131331!. h.zﬂ"

Flowers Plantation Sarvice Area

10
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800Q 105015 35800073457 ' 4,000.00 Eng Whitiield 1-9537304 "- -~ 7 - =~ -~
8000 105015 35800073457 80,319.46 |- Mains Whitfleld 1-953 331
4000 105015 + 35800073457 ) 31,603.88 - Serv Whitfield 1-953 333
8000 105016 35800073457 |- 16,000.00 |- Serv Whitfield 1-953 333
8000 252052 35800072158 (16,000.00)
8000 271302 35800073458 (4,000.00) ClAC Eng Whitfield 1-953 304
5000 271302 35800073458 (80,319.46) CIAG Mains Whitfield 1-953 331
8000 271302 35800073458 (31,603.58) CIAC Serv Whilfield 1-953 333
8800 05015 35880073459 4,000.00 Eng Whitfield 1-853 354
8800 105015 35880073459 104,708.46 Mains VWhitfield 1-953 361
8800 105015 35880073459 | . 54 988.57 |Serv Whitfleld 1-953 363
8800 271302 35880073460 (4,000.00) CIAC Eng Whitfield 1-953 354
85800 271302 35880073460 . (104,706.46) . CIAC Mains Whitfield 1-953 361
BB0Q 271302 35880073460 | - (54,986.57) CIAG Serv Whitfield 1-953 353
Waler Sewer
Developers Cost Certification ‘[31.92'5.34 163,695.03
Less Purchase Price (16,000.00) ' )
Subtotal 116,928.34 163,695.03
Less CIAC Previously Baoked ]
Amount of CIAG to Book 115,92634 - 163,685.03 ) :
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e U R R

Prepared by: T. Bernard .

Approved by;m 31 - [ l’) : " ) R ' S 5/ 22/ { 7
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' CLOSING MEMO

3540 55923

To: Tammy B., Judy Q., Lori M., Michael M., Mark E., Lynn P., Lorrie 5.,
Dennis M., Roger Tupps

cc: Shannon B., Ruffin P., Moses T, _
F D | . - i ’///-))
rom: Peg . )
gy \ P \'7
Date ' December 21, 2016
Subject: Whitfield, Phase 1 Subdivision f/k/a Smith Cottages
Service: Water & Wastewater Service
No of Lats 40 connections with this Closing
Served by Assets  Lots 1-40
Installed:

Cost Certiiication Water: 5131,923.34; Sewer: $163,695.57

Purchase Price: $400 paid quarterly as connections are made to the system. Payable to

Flagship Ventures, LLC. . P _ .
agshi e % xj}%@;}&j&@

On, March 28, 2016, Flagship Ventures, LLC (Developer) satisfied the reguirement of
closing and transferred to Aqua the water and wastewater Assets serving 40 residential
connections in Whitfield at Flowers Plantation, Phase 1 Subdivision. Whitfield is part of the
Flowers Plantation Master System Jocated in Johnston Cou nty. 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 Agua’s existing Flowers Plantation Master System, to serve approximately
84 residential connactions. Aqua, as its investment, agreed to issue a $400/SFRE purchase
p'rice 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 en 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.

1
L]

! Docket W-218 Sub 487



Docket W-218 Sub 497 ’ 2)
|
DWQ issued permit approval of the collection system in permit number WQO0038385 on
April 7, 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'aldischarge of 20,160
gpd of domestic wastewsater. 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:\Systems\Central Regional Systems\Cary Regional Office Systems\WHITFIELD AT
FLOWERS AKA SMITH COTTAGES

Please update all records accordingly.



Date:

 Writtén Certification of Costs Form - Water

December 12,2016

Aqua Nerth Cargling, Inc.
202 MacKensn Court

Cary, NC 27511

1

Following is the Tn.ﬁ':urrnation yol requested for the Water Utility System serving Whitfield @ Flowers
Plantatian - Partial Subidivisien. This tost r:ertiﬂcatlon is for the distribution system serving Lot Nos 1-40. A

total of 40 Lots.

aTy LOM Description Total invoiced
. Costs
1 1§ | Engiriegring $4,000.00
1,566 LF Mains {Sjize 6" } 580,319.46
40 EA ]| Services $47,603.88
) TOTALS $131,523,34

|.certify the abeve represents the actyal eeét for instaliation of the Water Utility System serving the
Subdivision,

aM/ f[té)

Slgnature

Flowers Plaritation Service Area
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Written Certification of Costs Fofmi
Wastewater

Date: __December 17, 2016

Aquz North Caroling, he.
202 MacKenan Court
Cary, NC 27511

Following' s the infermation you fequested for the CGollection Syster serving Whitfield @ Flowers

total of 40 Lets.

. Plantation ~ Partial Subdiviston. This cost certification is for the cnliectfon system serving Lot Nos. 1-40. A

! Docket W-218 Sub 497
1

Ty oM EESERIPTION Total invoited Cost
1 LS | Engineering $4,000.00
1,868 | EF | Sewer Mains= 8 $B0;943.21
10 . | EA | Manholes $43,765.25
A FA Séwer-ﬁewj:e‘g $54,986.57
TOTALS $163,695.03

| certify the- above represents the actual cost for installation of the Collectiori

System serving-the Subdivision:

//!//(%cfeﬂ Q"’
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Flowers Plantation Service Area
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General ... Jger Journal Entry with Comments  ipaed byidate: q‘/ﬂm 2,4// 7

| Version9 [ 10001lines |. _ Approved by/date: MW Q // 3//7

U ‘"jﬁ'é’.ﬁ@éﬁdgi 1 0.00
f*“& RIS Yetolall ¥ ’éf*n ’F AR ff%’ "?ﬁf&"'}ﬁ .’ef‘ T ,“ i "”Jg ST
.th%% %nﬂ.g;;idﬁléﬁtw;h%ih BoVhEiRS g ﬂ%{ t* hﬁ“ e ﬁﬁ’ﬁi 33‘ e , s
8000 10501 5 -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 Sprg VFD/Honeycutt Land 333
8000 271302 35800079273 (21,500.00)| CIAC Eng Willow Sprg VFD/Honeycitt Land 304
8000 271302 ) 35800079273 : {284,000.00) CIAC Main Willow Sprd VFD/Honeycutt Land 331
8000 271302 35800079273 : (800.00) CIAC Serv Willow Sprg VFD/Honeycutt Land 333
Developer Cost Certification 306,300.00
Less Purchase Price
Subtotal 306,300.00
Less CIAC Previously Booked 0.00
" |Amount GIAG to Book 306,300.00
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CLOSING MEMO

F5 7ol & SR

To: Tammy 8., Judy Q. Lort M., Lynn P., Mark E., Rob K., Lorrie S., Roger T.,
Jackie J,
cC: Shannon B., Ruffin P., Moses T.
" From: Peggy D.
79
Date June 5, 2017 / -~ Z'- '
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:

y

Cost Certification Waier: $68,867.00; Sewer: 549,316.25

Purchase Price: $400 per lot p'aid quarterly to DWF Development, Inc. as conn&ctions

are made to the water system. L G
A3 o =% 9200

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 systern to serve apprommately 164 -

residential connections. The Subdnnsron will be developed in phases.

Public Water Supply issued pérmit 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
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! Pocket W-218 Sub 497

prOpdsed connections in River Dell 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:\Systems\Central Regional Systems\Cary Regional Office Systems\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 Carolinag, (he. .
202 MacKenan Court, Cary, NC 27511

Fallowing is the information you requested for the Water Utility System serving Fiowers Plantstion — POD NE12 -
River Dell £ast Phase Two Subdivision. This cost certification is for the distribution system serving Lot Nos. 46- 63
and 79 - 83, 23 Iots total.. ‘

[

-‘FQTY uom : - Desecription Taotal Invoiced
' . : Costs

1 LS Engineering $2,300
330 LF Mains (Size 4%) $12,312.08
550 LF Mazins [Size 6%) i ) $17,6B5.58
418 IF Mains {Size 8”) ' $16612.34

23 EA Services @5867.39/EA 519,950

’ TOTALS 568,867

| certify the above represents the actual cost for insiallation bf the Water Utility System serving Flowers Plantation — PCD

NE12 — River Dell East Phase Two Subdivision.

é ,.uiaﬂihmg_ J. Michael Stocks

Signature 3/ E/ \‘: 'Ef‘f? { Brinted Name
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Written Certification of Costs Form
Wastewater

Date: _ March 13, 2017

Aqua North Caroling, Inc.
202 MacKenan Court, Cary, NC 27511

AT I VMM [ e et g b e

i Docket W-218 Sub 497

Following is the information you requested for the Collection System serving Flowers Plantation-PQD
NE12- River Dell East Phase Two — Final Subdivision. This cast certification is for the colleatjon system
servmg Lot Nos. 46-62 and 75-B3. A total of 23 Lots.

QTY | UOM | DESCRIPTION Total Invoiced Cost,
1 LS Engineering $2,300.00
669 LF | Sewer Mains-_§ * $14,766.25
2 EA Manholes $6,300.00
23 EA Sewer Services $25,450.00
TOTALS $49,816.25

I certify the dbove represents the actual cost for installation of the Collection
System serving the Subdivision.

Ilhhae! Hobs ..

’glgnature

3 13*’2?“..9:1{1

RN
o‘ o
7:

Q SEAL

19840

p_'m“”“&;,
.‘ugnnn.,...‘

A
-."3" iy
S

.' N

’ul“'-.L \;;
Jaﬂ 'chﬁ'a

Flowers Plantatlon Service Area

' 1. Michael Stocks

Prlnted Name

ﬂ‘

o



Docket No. W-218, Sub 497

Tk

? .
PUBLIC STAFF BECKER Rekutal
CROSS EXAM EXHIBIT /5

Timeline of the Aqua Johnston County
Wastewater Capacity Fees and Construction

May 14, 2002
Bulk Wastewater Agreement

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

Capacity Fee GPD

$5.50

$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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1) M

PUBLIC STAFF BECKER YebhuHA
CROSS EXAM EXHIBIT Me

Johnston County Capacity Fees Collected and
Buffalo Creek Pump and Force Main 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 $2,000,925

Less: Collected Prior to ]
Qctober 31, 2013 751,545

Total Collected Subsequent
To Sub 363 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



@\,03\56‘\/ PUBLIC STAFF

BECKER CROSS-EXAMINATION

! EXHIBIT [ Z

Post Test-Year Plant Capital Expenditures

ACCO Rate ={{n hsset Loacatio g orK Qrder De ptio g Date ed (] AMO
396700-Communication Equipment ANC WW ANC WW - Coast CANNONSGATE SWR 01-176 RC Cannons WWTP Comm Upgrd 5/1/2018- '2018" 1 " 708,803.89
380000-Treatment & Disposal Equip ANC WW ANC WW - Coast CANNONSGATE SWR 01-176 RC Cannonsgate Replace UV System 3/1/2018 2018 1 193,263.16
380000-Treatment & Disposal Equip ANC Ww ANC WW - Coast CANNONSGATE SWR D1-176 RC Cannonsgate Reno Spray Field 6/1/2018 2018 1 137,776.93
380000-Treatment & Disposal Equip ANC wWw/ ANC WW - Coast CANNONSGATE SWR 01-176 " RC Cannons WWTP Camm Upgrd 5/1/2018 - 2018 1 55,730.10
380000-Treatment & Disposal Equip ANC WW ANC WW - Coast CANNONSGATE SWR01-176 Cannons Gare Paint/Repalr Tanks 3/1/2018 2018 1 41,588.57
380000-Treatment & Disposal Equip ANCWW ANC WW - Coast CANNONSGATE SWR01-176 [B) WWTP Renov Cannonsgate 1/1/2018 2018 1 23,097.26
354000-5tructures & Improvements ANGC WW ANC WW - Coast CANNONSGATE SWR01-176 Cannonsgate Inst! LS Quick Connects 5/1/2018 2018 1 16,847.73
354000-Structures & Impraovements ANC WW ANC WW - Coast CANNONSGATE SWR01-176 RC Canns Gate Rplc 3 Set Ship Stair 5/1/2018 2018 1 16,282.81
354000-Structures & Improvements ANC YW ANC WW - Coast CANNONSGATE SWR 01-176 RC Cannons WWTP Comm Upgrd 5/1/2018 2018 1 13,038.41
354000-Structures & Improvements ANC WW ANC WW - Coast CANNONSGATE SWR 01-176 RC Cannpnsgate Renc Spray Field 6/1/2018 2018 1 12,905.84
380000-Treatment & Disposal Equip ANC Ww ANC WW - Coast CANNONSGATE SWR01-176 Cannons Gate Flow Meter/Bogue Watch 47172018 2018 1 6,555.46
354000-5tructures & Improvements ANC WwW ANC WW - Coast CANNONSGATE  SWER 01-176 {B) Drive/Grounds Cannonsgate 2/1/2018 2018 1 4,270.00
380000-Treatment & Disposal Equip ANC WW ANC WW - Coast CANNONSGATE SWR01-176 {B) WWTP Renov Cannonsgate 12/1/2017 2017 1 2,881.79
380000-Treatment & Disposal Equip ANC Ww ANC WW - Coast CANNONSGATE SWR 01-176 {B) WWTP Elec Rpl Cannonsgate 3/1/2018 2018 1 2,775.50
354000-Structures & Improvements ANC Ww ANC WW - Coast CANNONSGATE  SWR 01-176 [B) Drive/Graunds Cannonsgate 5/1/2018 2018 1 2,589.36
380000-Treatment & Disposal Equip ANC WwW ANC WW - Coast CANNONSGATE SWR01-176 (B} WWTP Renov Cannonsgate 4/1/2018 2018 1 2,359.35
380000-Treatment & Disposal Equip ANC Wy ANC WW - Coast CANNONSGATE  SWR01-176 (B) WWTP Elec Rpl Cannonsgate 5/1/2018 2018 1 2,246.91
396700-Communication Equipment ANC Wwy ANC WW - Coast CANNONSGATE SWR 01-176 {B) Rplc Remote Mon Cannonsgate 6/1/2018 2018 1 1,562.82
380000-Treatment & Disposal Equip ANC wWw ANC WW - Coast CANNONSGATE SWR 01-176 [B) WWTP Renov Cannonsgate 6/1/2018 2018 1 1,441,13
380000-Treatment & Disposal Equip ANC WW ANC WW - Coast CANNONSGATE  SWR 01-176 {B} WWTP Renov Cannonsgata 11/2/2017 2017 1 1,388.22
380000-Treatment & Disposal Equip ANC WW ANC WW - Coast CANNONSGATE SWR 01-176 {B) WWTP Equip Rpl Cannonsgate 6/1/2018 2018 1 1,024.75

' Total § 1,248,829.99
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Docket No. W-218, Sub 497 PUBLIC STAFF BECKER Qobuth)
CROSS EXAM EXHIBIT_‘_%_ :

Aqua North Carolina
Uniform Rate Wastewater

Public Staff Did Not Recommend
an Excess Capacity Adjustment for Cannonsgate WWTP

EOP
Customers Excess
Permit No. GPD June 2018 x Design Capacity
Permitted REU's Flow 400 Percent
Flow GPD Per
REU
Cannonsgate WwaQ
WWTP 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 2003. 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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: Public, Staff
. Becker Rebuttal __1_
- Cross Exam Exhibit t |
|
_ FORM REVISED 6/04 L. DOCKETNO.W-1118,Sub3
PURCRASER DOCKET NOrW2218; 516215
' FILING FEE RECEIVED $250

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION LF' l L E D
APPLICATION FOR TRANSFER OF PUBLIC UTILITY FRANCHIS
AND FOR APPROVAL OF RATES

JUN 2 8
INSTRUCTIONS 2005
Noles or explanations placed in the margins of the application are acceptable. If additional spaceis needeewa;\‘gry sheats may be
attached. If any section does not apply, write “nat applicable” or cross out the section. LA e r,;:_ ot -
) L.c.b_..vawummn

SELLER
SELLER 1
1. Trade name used for utiiity business Chiathiam Water Reciamatian.Company,.LLC

2. Malling addrass P.O. Box 3923, Sanford, NC 27330
3. Business telephone number

919.775-2301
PURCHASER |
4. Trade name used for ulllity business Aﬁy_@ﬁﬁﬁh@a?ﬁiina;-ln’é—j
5. Name of owner (if different from trade nama)
6. Businass mailing address P.Q. Drawer 4889
City and slate Cary, NC Zipcode 27519

7. Business strest addrass (if different from mailing address}
202 MacKenan Court, Cary, NC 27511
8, Business telephone number

918-487-7854
9. If corporation, list the following:
Fregigent ” ~Nel'RaPHIlipS ~ 7 Vice President  Frank X. Simpson
Secretary  Roy Staht ’ Treasurer Kathy Papa

Three {3) largest stackholders and percent of voting shares held by each

10. If partnership, list the owners and percent of ownership held by each
N/A

11. I3 the purchaser acquiring the ulility assets ar stock?
{No filing fee required if stock transfer cnly.)

PROPOSED AND PRESENT RATES

Proposed Ratas Prasant Rates
12. Metered Residential Service;
Waler: N/A
Sewer. Same as rates approved in Docket No. W-
1118, 5UB 1
13, Flal Rate Residential Service:
Weater: N/A
Sewer: See #12 above
14. Nonresidential Service (explain):’ '
Waler: N/A ' i
Sewer; See #12 above for CWRC and lina 31 for Carolina '
Meadows :
Tap-on fees:

15.
water: N/A i




16.

17.
18.
19.
20.

21.

22,

|
Sewer: See #12 pbove ' Z

OTHER PROPOSED RATES

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.)

Reconnection charge if water service cut off by utility as specified in NCUC Rule R7-20:  $25

Raconnection charge if water service discontinued at customer's request; §$15

Reconnection charge if sewer service cut off by utility as specified in NCUC Rule R10-16; N/A,
Other charges: See #12 above.

What dale are the proposed rates to become
effective; Upon approval of Transfer

How long have the present rates been in effect? Approximately 2 years

PURCHASER'S PROPOSED BILLING

Frequency of billing shall be {monthly, quarterly, etc.)  Monthly

Bilfing shall be [ar service (in advance or arrears) Arrgars

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).

Will regular billing be by written statement? (yes orno) Yes

Will the billing statement cantain the following? (Indicate yes or no far each item)

(a) Meter reading at beginning and end of Billing Pering ......vciceeiirmainininein reee s seseessseraessnaness N/A
{b) Date of Mater re8aiNgs ... e se oo s et enase s esera st enaserasenene N/A
{c) Gallons used, based on meter readings ..........cvvvmeervinnnne enrsersssssssert s sessesnsarenseres_INPA
{d) Amount due for current blllmg period Ilsted asa separata amounl

Yas
(&) Amount dua from pravious bullmg period listed as a separate amount .. e v _YES
(f Armount due for each special charge (i.e., deposits, tap lees, etc. )Ilsted asa separate amount

Yas

Show how the following will appear on the billing statement:
(a) Mailing address of Company: P.O. Drawer 4889, Cary, NC 27519

(b}  Address wherea bill can be paid in person: 202 MacKenan Court, Cary, NC 27511

(c) Name and phone number of alternalive persons te contact for emergency service after business hours:
Agua North Carolina, Inc. 919-467-7854

Is service already metered? (yesorno} No

Does the Purchaser understand the provisions for establishing credit and collecting customer deposits set forth in

NCUC Rules and Regulations, Chapter 12? {yes ar no) Yes

(Customer deposits must be refunded o customers having not more than two (2) bills overdue during a 12-month
period and who are nat then delinguent on the payment of their bills, per NCUC Rule R12-5.)

List the amount of customer deposits still held by Seller:
Water: N/A Sewer; N/A




10.
11.
12,
13.
14,

15.

16.

17.

18.

19.

©OD NP RLN

PURCHASER'S SERVICE ORGANIZATION

NAME ACDRESS TELEPHONE

General Manager Neil R. Phillips Cary, NC 919-467-7854
Compiaints ar Billing , Donna Had " uow

Engineering Operations Michael Myers
Emergency Service Peter Dealing.
Accounting Greg Leighton

Are the names and phone numbers shown above listed In the phone book by each of the propased service areas?
(yes.orno) Yes

Wil customers be able to make telephone calls for service without being charged for a long distance phons call?
{yes or no) Yes

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

List the qualifications of the person in charge of the utility system:
On file with the North Carglina Utilities Commission

List the date{s) and describe any DENR vioiation(s) since the last application for franchise, transfer, or rate
increase:  N/A

SERVICE AREA

Fill in one column for each Subdlvision or Service Area.

M (2) (3)

Name of Subdivision{s) or Service Area(s) Al areas served Carolina Meadows

by CWRC and see

line 32 below
County (or Counties) Chatham Chatham
Type of service (water, sewer, etc.) Sewer Sewer i
if water Is purchased, list from whom N/A N/A '
Source of water supply (wells, ete.) N/A N/A .
Number of wells in service - NIA ; N/A i
Pumping capacity of each pump in service N/A N/A !
Elevated storage tank capacity (gais.) N/A N/A

Pressure lank capacity {gals.) N/A N/A




10.
1.
12.

13,
14,

15.
16.
17.

18.

19,

20.
21.
22.
23.
24,

25,

26,

27.

Types of water treatment (chlorine, etc.)

Number of fire hydrants installed

Is sewage disposal by septic tank or by

sewer system?

If disposal is by sewer system, is sewage
treated by utility company or by others?

Capac:ty of Com‘pany s:sewage lreatment

planugallons -par. day)‘ ]

e i

Is service metered? (yes or no)
Number of water metlers in use

Number of service taps in use
(list number of each size)

Number of customers at the end of
test year

Number of customers that can be
served by mains already installed
(including present customers,
vacant lots, etc.)

Number of custlomers that can be
served by pumping capacity
Number of customers that can be
served by slorage tank capacity
Number of customers that can be
served by treatment plant capacity
Name nearest wateriseWer utility
system

Distance to nearest water/sewer
utility system

Does any other person or ulility
seek to furnish the service(s)
proposed herein? {yes or na)

Has the system been offered for
sale to the customers, county, or
municipality? (yes or no)

if not, why not? No interest,

a. DENR System |.D. No.

h. NPDES or Nondischarge
Permit No.

Water

Sewer

Water
Sewer

Water

Sewer

Water

Water

Sewer

Water

Sewer

N/A
N/A

Sewer System

Utility_
180,000 ' gpd and!

fsgeinio..33helow

Only commercial
N/A

N/A

232 residential,

242 apariments, 8

cornmercial, 71
townhomes

N/A
Seano. 17 above

N/A

See no. 17 above

NfA

N/A

500 at 120gpdibr

Chatham County

Approx 1 mile

No

No

NIA

NC00S56413

i
[

N/A '
N/A

Sewer System
Utility

n/a
yes
N/A

N/A

1 industrial

N/A
1 industrial

N/A
1 industrial

N/A
N/A
N/A
Chatham County

Approx 1 mile
No

No L

NC0056413




PENO LA

1.
12,
13.
14.
18.
16.
17.
18.
18.
20.
21,
22,
23,
24.
25,
28.
27.
28,
29,

30.
31,
3z,

FINANCIAL STATEMENT

Will a separate set of books be maintained for the utility business?

Yes
Yes

(actual or estimated) Estimated

REVENUES AND EXPENSES

For 12 Months Ended
Revenues

Residential service (flat rate)

Residential service {(metered rate)

Nonresidential service (flat rate)

Nonresidential service {metered rate)

Other revenues (describe in remarks below)
Total Revenues (Lines 4 thru 8)

Total salaries {except owner)
Salaries paid o owner
Administrative and office expense (except salaries)
Maintenance and repair expense (excep! salaries)
Transportation expenses
Elactric power for pumping
Chemicals for treatment
Tesling feas
Permit fees
Purchased water/sewer treatment
Annual depreciation
Taxes: State income taxes
Federal income taxes
Gross receipts {or franchisa tax)
Praperty taxes
Payroll taxes
Other taxes
Interest on debt during year
Other expenses (describe in remarks below)
Total Expenses (Lines 10 thru 28)

Net Income (Line 9 minus Line 29)
Remarks

Carolina Meadows rates are set farth in the attached contract, ,
CWRC service area is further defined in the attached contract and in w1118, sub 1

Will a separate bank account be maintained for the utility business?

A A A A O

6 A BN ) A A BN h U DDh RS

{Date)

Water

N/A

$ *See No. 34 Below

th B A ®

WA WM 8 H B OV O AR

Are the revenues and expenses listed below based on past operations or are thay estimated for future operations?

Sewer

"
uw
“n
LN



33.

35,

38.
37.
38.

D ND;m R WN

16.
17.

18.

-6-

et

‘SEeattached contrack rexexpansionio'a50,000/45d}

See Docket No. W-1118, Sub1

NUMBER OF CUSTOMERS SERVED

Waler
Fist Rate Metered

Customers at beginning of year N/A N/A

Sewer

Flat Rate

Metered

Customners at end of year - .

Average gallens used per customer N/A

PURCHASER'S COST OF UTILITY SYSTEM

List Purchaser's cost of utility systems:

‘Water: N/A

Sewer: See attached contracts

ORIGINAL COST OF UTILITY SYSTEM
As of Year Ended

{Date)

par month

Note: List the total original cost to construct and establish the system, whether or not paid for by

tha Seller.

Utility Prooertv in Service

Land and rights-of-way
Structures and site impravement
Wells
Pumping equipment
Treatment equipment
Storage tanks
Mains (excluding service conneglions)
Service connsctions
Meters (including spare meters)
Office furniture and equipment
Transporiation equipment
Other utility property in service (describa in remarks below)
Tatal utility property In service (Lines 2 thru 13)
Less: acquisition adjustments (difference betwaen original cost
above and cast to Saeller)
Less: Seller's accumulated depreciation 3
Less: Seller's accumulated tap fees and othar contributions in
aid of construction 3
Seller’s net investment in utility property
{Line 14 minus 15, 16, & 17) $

A0 N PP HHOHWW YA

L]

Uility Property Not in Service

Water
NIA

Balance at End of Year

3
$
$
$
$
$
$
3
$
$
S
$
5

5

Sewer
See No. 22 below.

lenlance at End of Year

Water i

Sewer




19. Construction wark in progress 3 N/ . ! $ See No. 22 below
20. Property held for future use $ . $ .
21. Other (describe in remarks below) 5 . $ “
Remarks
22. See Docket No W-1118, sub 1 and the attached contracts
23.
24,
25,
ANNUAL DEPRECIATION

26. If annual depreciation is claimed using a composite rate for the entire system, show rate of depreciation used;
Water: N/A
Sewer: See aftached sheels

27. If annual depreciation is ¢laimed using individual rates for each type of equipment, show rates of depreciation
used:

OTHER FINANCIAL INFORMATION

1. Please provide the following capital structure informatlon for the Purchaser prior to the purchase of the new water
and/or sewer system(s);

a, Capltal structure as of
b. Capital structure halances:
Percent Of
Armount Total Capital
Long-term debt/loans §

Preferred stock (if any) $

Common equity:

Commoen stock $
Retained earnings $
Total common equity $

Total capital ' $

2. The purchase prica of the system will be financed as follows: '



B T e T T

"o a0ow

Long-term debt

Short-tarm debt

Common stock

Retained earnings

Dther (please describe below on Lineg)
Tolal purchase price

Description of other:

Brief description:

Financing:

(1) Long-term debt
(2) Short-term dabt
(3) Common stock
(4) Retained earnings

{5) Other {please describe below on Lina (7))

(6) Total improvements/additions

(7) Description of other:

A 8 B th h H

7 R A O

Please provide the following for improvements/addilions to be made in the first year:




9

!
9- |
'
1

Are there any major improveman!s!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 hew it will be financed {long-term debt,
short-term debt, common stock, retained eamings, and other (please explain)). |

MNormal; plus see contracts.

Are there any major replacemenis required In the next five years and the next len years? Indicate the estimated cost of
each replacement, the year it will ba made, and how it will be finaniced (long-term debt, short-tarm debt, common stock,
retained earnings, and other {please explain)).

Normal; plus see contracts.
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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 ulility 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, capilal and operating, for the Purchaser's North Caralina utllity oparations for the next five years.

{3} The mostrecent fiscal year budgets, capital and operating, and the actual amounts for that year for the
Purchaser's and/or parent company’s North Carolina utility. operations.
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EXHIBITS

THE FOLLOWING EXHIBITS SHALL BE ATTACHED TO THE APPLICATION:

1.

2,

3

10.

1.

12.

13.

If the Purchaser [s a corporation, enclose a copy of the Articles of Incarporation on file with u';a North Carolina Secretary of Stata.
(Not required If previously filed with the Commissian.) '

If the Purchasers are dolng business as a parinership, enclose a copy of the partnership ag'reamant. {Not required if previpusly
filad with the Commission.) |

It the Purchaser ls conducting busingss undar a trade name or dfb/a, enclose a copy of the certificats filad with the register of
deeds In each county where the Applicant will be conducting business as required by G.S. 68-68.

Enclose a copy of (1) exhibits showing that the Seller has ownership of all property necessary 1o operate the utilty and (2) a
purchase agraemant reducad to wriling. Any changes In the purchase agreement should be filed Immediately with the
Commisslan.

If the application Is for a stock transfar, enclose a copy of the most racent financial statements, Including a balance sheet, for
the Seller, .

Enclose a copy of contracts or agreements, Including afl attachmants, exhibits, and appendices, between the utility and any
other party (land developers, customers, etc.) regarding the proposed utility services, Including contracts

regarding tap fees, construction costs, easaments, and rights-of-way, etc. (If none, write “none’).
Enclose a copy of the most recent fisca! year financial statements, audlted if avallable, for the Purchaser.
Enciose a copy of the most recent fiscal year financial statements, audited if avallable, for the parent company of the Purchaser.

1f the Information requested In Exhibits 7 and 8 Is not available, enclose a copy of the most recent fiscal year financlal statemsnts
or statement of nel worth for the principals of the Purchaser and/ar parent company.

FILING INSTRUCTIONS ’
Elght (8) coples of the application and exhibits shall be filed with the North Carolina Utllitiss Commisslon, 4325 Mall Sarvice
Center, Ralalgh, North Carolina 27693-4325. Twenty-five (25) coplas of an appiication to acquire a Class A or B wtility
company should be filad, One of these coples must have original slgnatures. (Applicants must also provida any coples to be
retumed to them.) 1
Enclose a filing fee as required by G. S. §62-300, A Class A company (annual revanues of $1,000,000 or more) regquires a $250
filing fee. A Class B company (annua! revenues betwesn $200,000 and $1,000,000) requires a $100 filing fee. A Class C
company (annual revenues less than $200,000) requires a $25 fillng fee. MAKE CHECK PAYABLE TO THE NORTH CAROLINA
UTILITIES COMMISSION,

(No fillng fes requlired if stock transfer only.)
SIGNATURES
Application shall be signed and verified by the Applicants. /{/(
Slgnature ﬁ S iy
urchas! o
Date // ‘ / 6/7405
' L.

Signature
Seller

Date
(Typed or Printad Name) ‘\\?\\ ’R ph"“-iQS

!
persanally appearing bafore me and, belng first dufy swom, says that the Information contalned in this application and In the

axhibits attached herelo are true fo the bast of hisiher knowledge and bellef.
nd .
This the 2. —_ day of dm 20 @
\.kn)’UJ.Q/\/ K -\Q‘fﬁf/\..o As

) MewyPublc ()

3002 Silu Doguood Trail, Bipex, AC
<

" Address

My Commission Explres: _Aﬂril |go: 2OI10O
! ate

[1

2 1505
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EXHIBITS |

THE FOLLOWING EXHIBITS SHALL BE ATTACHED TO THE APPLICATION: .

1. Ifthe Purchaseris a corporation, enclose a copy of the Articlas of Incorporation on file with the North Carolina Secretary of State.
(Not required if praviously filed with the Commission.)

2. If the Purchasers are doing business as a partnership, anclose a copy of the pertnership 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 cedificate filed with the register of
deeds in each county where the Applicant will be conducting business as required by G.S. 66-68.

4. Enclose a copy of {1) exhibits shawing that the Seller has ownership of ali property necessary to operats the utility and (2) a
purchase agreement reduced to writing, Any changes in the purchase agreement shoutd be filed immediately with the
Commigsion.

5.  if the application is for a stock transfer, enclose a copy of the most recent financial statements, including a balance sheet, for
the Seller.

8. Enciose a copy of contracts or agreements, Including all attachments, exhibits, and appendices, between the utility 2nd any
«other party (land developers, cuslomers, eic.) regarding the proposed utility servicas, including contracts

regarding tap feas, construction costs, easements, and rights-of-way, etc. (i nons, write “none™).
7. Enclosea copy of the most recent fiscal year financial stataments, audited if available, for the Purchaser.
Enclose a copy of the most recant fiscal year financial statements, audited if available, for the parent company of the Purchaser.

g, Iftheinformalion requested in Exhibits 7 and 8 Is nol available, enclose a copy of the most racent fiscal year financial statements
or statement of nat worth for the principals of the Purchaser and/or parent company.

&>

FILING INSTRUCTIONS

10,  Eight {8) copies of the application and exhibits shall ba filed with the North Carolina Utilitles Commission, 4325 Mall Service
Canter, Ralalgh, North Carolina 27699-432§. Twanty-five {25) copias of an application ta acquire a Class A or B utllity
company should ba filed. One of these copies must have ariginal signatures. (Applicants must also provide any copias to be
returned to them.)

11. Enclose a filing fee as raquired by G. S. §62-300. A Class A campany (annual revenuas of $1,000,000 or more) requires a $250
fling fee. A Class B company {annual revenues batwaen $200,000 and $1,000,000) requires a $100 filing fee. A Class C
company (annual revenues less than $200,000) requires a $25 flling fee. MAKE GHECK PAYABLE TO THE NORTH CAROLINA
UTILITIES COMMISSION.

(No filing fee required if stock transfer only.)

SIGNATURES
12.  Application shall be signed and verified by the Applicants,

Signature
Purchaser

Dale

Signature 0&1'. QI' Mf VP
Date “/ 2 7/809 o

13.  (Typed or Printed Name] Dane L. 'Ul'f\CP ~t

personally appearing before me and, being first duly swarn, says that the information contained in this application and In the
axhibils attached hereto are true to the best of his/har knowledge and bellef.

This the ¢ %'day of D.ua—{_ L2005
(Patiiein. 1. Fouba.
Notary Public ~ ¢/

(?& Box 293 Mdﬁm Kontnro 6. 2v8Y
Address Y S
My Commission Expires: O Lt 3 dé. X047
. Oati
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{Typed or Printed Nama) Dase {. M’ IZM

personally appearing before me and, being first duly swom, says that the information conlained In this application and in the
exhibits attached hereto ara trus to the best of his/her knowledge and belief.

This the _a?_"L"_Lan of Q!}Ju_. 2005,
@zﬂﬂ}; a ﬂV . 10»-}&..-
Notary Public o

Qﬂ &l’ 293 LUQMM_ ; co. /a. QVVJ’V

‘Address
My Commission Explres: Qs . ?ate =i -1 4
i

|
|
!
|
|
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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

1

public utility (herein called "Buyer"). i

RECITALS :
——

Seller and Carolina Meadows, Inc. (“Carolina”) 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 treatment service to Carolina and Seller as
part of a wastewater collection and treatment systcrn 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 scll, 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 agrecments herein contained, and intended to be legally bound
hereby, the parties hereto agree as follows:

1. Sale and Purchase of the Wastewater Svstem Assets ;
|
The "Wastewater System Assets" are defined as the assets, properties and rights listed on

Schedule 1.1, .

/5
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i

Subject to the terms and conditions hereinafter set forth, the Buyér.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.

|
1.1 Wastewater System Assets Further Defined |
|
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, propemes and rights set forth
in Schedule 1.1.

1.2 Other Attributes of the Wastewater System Assets

The Wastewater System Assets to be conveyed under this Agreement shall include the
following assets, properties, n# 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 ecasements used or useful in
connection 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;

()  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
wastewaler 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

H 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 Papge 2




1.3 Consideration

The purchase price for the Wastewater System Assets will consist of the following
payments: '

(@) At Closing, a lump sum payment from Buyer to Seller of Three Hundred
Seventy-three Thousand Nine Hundred ’I‘hlrty-mne Dollars ($373,939),
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 (315, 5205)

() At Closing, Buyer will reimburse Seller’s legal i"ees not to exceed Two
Thousand Dollars ($2,000). Any additional lega] fees shall be the sole
responsnb:h}y of Seller. !

(@) 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. :

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.

14 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 4(}) (as well as any contractual obligations of Seller incurred after the date of this
Agreement and described in an amendment to Schedule 4(j) 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 (hereinaﬂer 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 Llabllmes 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 [iable for any liabilities or obligations of Seller, other than the Assumed

ASSET PURCHASE AGREEMENT Page 3
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Liabilities, of any nature whatsoever, whether express or implied, fixed o, contingent, save and
except for the Assumned Liabilities. Buyer shall not be responsible for any 'business, occupation,
withholding or similar tax, or for any income, sales, use, value-added or snmlar 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 affiliates. |

t

' !
1.5 Seller’s Remedies with Respect to the Assumed Liabilities

For the first two years following the Closing (as defined below) Bﬁyer 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 Scller at law-and equity, Seller shall be entitled
to specific performance of Buyer’s obligation to perform the Assumed Liabilities.

2. Closing 4 |

. 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  Ttems to Be Delivered at Closing
At or prior to Closing and subject to the terms and conditions herein contained:
(8)  Seller shall deliver to Buyer the following:;

§)) 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 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 . Page 4
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(i)  a Grant or Assignment of Easements, in a form reasonably satisfactory to
Seller and Buyer and their respective counsel, to convey to Buyer all
casement 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 belongmg to Seller that are part
of or related to the Wastewater System Assets; :

(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;

(vi)  the Assignment and Assumption Agreement; and . :

(vii) * such other documents and instruments as may be necessary or reascnably
required by Buyer to effectuate the transaction ev:denced in this

- agreement, including such documents as are necessary to convey Seller’s

interest Whlppoormll to Buyer. '

!

.(6)  Buyer shall deliver to Seller the following: |

(i) the purchase price due at Closing pursuant to Section 1.3 of this
Agreement, subject to the terms of Section 2.4;

(ii)  articles of incorporation and by-laws of the Buyer, and a good standing
certificate of Buyer obtained within thirty (30) days of Closing;

(iii) the Assignment and Assumption Agreement;

(iv)  copies of applications for the minor medification 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
repulatory 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 5

9



|

|

|

|

|
2.2  Proration of Property and Franchise Taxes |
I

Ad valorem taxes on real and personal property conveyed by SelIe:r 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 shal] also be prorated based on the period
for which such tax is valid through the Closing Date. ’

!

2.3 Transfer of Utilities

|
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 Date, the bills shall be prorated as of the

Closing Date,
2.4 Taxes and Clearance Certificate

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 Sells:"ﬁmable 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 pendlties 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 1o 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 further 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,

!
i
t
[
|
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3. Conditions Precedent to Closing

Buyer's obligations to close the transaction described in this Agreement shall be

contingent upon the following:

.(a)

(b)

@)

(d)

(e}

®

(e)

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 I:i»efore the Closing Date;

Buyer shall be satisfied, within ten (10) days of the 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 or before the end of such period,
whereupon this Agreement shall automatically termmatc 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.of ondition. |

Seller and Buyer and Carolina shall have received all reguired approvals from
regulatory apencies, including the required approvals of the Commission and
DWQ, 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.

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. :

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).

Buyer shall be satisfied in its reasonable discretion with the results of the title
report regarding the real property to be acquired hereunder.!

Seller shall have been able, through the exercise of its beshleffons in good faith, to
acquire ownership of the wastewater collection lines and lif} stations located within
the portion of Seller’s service area known as “Governors Forest.”
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Representations and Warranties of Seller

In making this instrument, Seller makes the following representations and warranties:

(2)

(b)

(©)

(d)

(e)

®

(8

(h)

Y

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 s described on Schedule 4(a).

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, local or other governmental
body or agency that has not been obtained; (ii) results in lhe 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 decrec of any coun or of any
governmental official, agency or instrumentality which is apphcable to Seller.

Except for the consents of third parties to assignment to Buyer of contracts that are
included in the ?‘ned Liabilities to the extent such consents are required by the
terms of the respeltive contracts, the execution and delwery 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. .

Except for the approvals and corisents 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.

To Seller’s knowledpe, there are no pending or threatened claims regarding the
Wastewater System Assets or Seller's ability to transfer the Wastewater System
Assets, '

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 environmenta] laws,

Except as described on Schedule 4(g). Seller does not know of any material
violation of, or material lack of compliance with, any law, ordinance or
govemnment rule or regulation to which the Wastewater System Assets are subject.

Seller does not know of any existing or threatened condjtion or development which
would have a material adverse effect on the Wastewater Syslilem Assets,

Except as disclosed on Schedule 4(i), there are no liabilities’ or obligations of
Seller, either accrued, absolute, contingent or otherwise, relahng to the Wastewater
System Assets. For purposes of this Agreement, the term llabxlmes 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. l

)] Except as disclosed on Schedule 4(j), the Seller is not pan); 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.

0 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 againlst the Wastewater
System Assets that will not be paid off by Seller at Closing, except as described on

chedule 4(a). .-?,

5. .Indemnification
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 future 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 from any
mistepresentation 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, managers, 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 S
shall survive the Closing for a period of two (2) years. :
I
6. Covenants. Representations and Agreements of Buver and Condltmns Precedent to
Seller’s Obligations ;
I
6.1 In making this instrument, Buyer makes the follow:lng representations and
warra.ntles l
ASSET PURCHASE AGREEMENT Page 9
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(@)

(b)

(c)

(d)

(e}

(9

(8)

(h)

6.2

contingent upon the following:

Buyer is a North Carolina corporation duly organized and validly existing and is
in good standing under the laws of the State.of North Carolma

Buyer has the requisite power, authority, permits and regqlatory authorizations to
own and operate the Wastewater System Assets and to carry on the wastewater
system business after the Closing Date.

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.

Except for the consents of third parties to assignment to Buyer of contracts that are
included in .the-?med Liabilities to the extent such consents are required by the
terms of the respettive 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.

Buyer, upon the receipt of regulatory approvals, has the full power and authority to
acquire the Wastewater System Assets as provided in the Agreement,

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.

Buyer will reimburse Seller on a dollar for dollar basis all costs of future
extensions or expansions as provided for in Section 1.3(d).

e TR T o W e e e RS e

Biiyer will'pa pay . for and construct a. replac'émentvonupgraded plant-thh a.treatment-
¢capacity of 350,000 gallons per day_m “attordance. _mth_plansgand spec:ﬁcatlons

2.9

ot

{anda construction. schedule:to-be. approved by, Seller.and Carolina prior: 1o CIosmg,_j
!’prowded RoWever, thar the-parties® agree that Blyer will begin construction of 4 -7

replaccment or upgraded plant “with_d treatmcnl capacity ‘of 350; 000 gallons™ pery
rday Tiot latér than 45._ days.after the.Closing.Date,.unless-the.construction-schedule
approved by Seller-and Carolina providesathigiwise, - 7

J
= ol

f
Seller’s obligations to close the transactlon described in this Agreement shall be
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(2)

)

(c)

@

7. Covenants, Representations and Aereements

7.1,

Buyer shall provide a certificate at Closing certifying that|(i) the representations of
Buyer herein are true and accurate as of Closing Date and (ii) Buyer has performed
and satisfied all covenants, agreements and conditions that were required to be
performed by it under the Agreement on or before the Closmg Date.

Seller and Buyer shall have received all required ap;larovals from regulatory
agencies, including the required approvals of the Commission and DWQ, to enable
Buyer to assume the ownershlp and operation of the Wastewater System Assets
and to provide wastewater scrvice to the public in the Seller’s existing franchise
area approved by the Commission and in up to three smgle-farmly residential units
on the property currently owned by BB Endeavors,. LLC that adjoins the
Govemnors 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.

|
On the Closing Date, no proceeding shall be pending or threatened before any
court or governmental agency in which it is sought to réstrain or pmhibit ar to
obtain damages or other relief in connection with th:s Agreement or in the
consummation ¢ transactions contemplated hereby, and no investigation that
might eventuate ’in any such suit, action or procecdlng shall be pending or
threatened. i
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 “*Govemors Forest.”
I
I

Covenants. Reoresentations and Apreements 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 previouns
installations. Seller shall conduct this work under the supetvision 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 1.3(d).

7.2

(@)

Covenants. Representations and Apreements of Buver

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.
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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 ex:sung 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 Carolina (“Govemnors 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'terms and conditions of
the conditional use permit for the Governors 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 Governors Village
subdivision known as “Governors Village,” “Govemors Park,” “Governors
Forest " “Governors Lake,” and the Governors Village townhomes, apartments and
commercial areas, |

{c)  Atall times.duri hich Buyer operates the Wastewater S)lrstem Assets, Buyer
shall comply withfall 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 become 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. onily if delivered personally or sent by ovérnight delivery
service or registered or certified mail, postage prepaid, return receipt requested, as follows:

If to Buvyer: with a required copv to:
Aqua North Carolina, Inc. Laurence A. Cobb

202 MacKenan Court. Sanford Holshouser LLP
‘Cary, North Carolina 27511 Post Office Box 2447

Raleigh, North Carolina 27602

Attention: Neil R. Phillips, President.
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If to Seller: with a required copy 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) 5 Main Street (Courier Deliveries)
Sanford, North Carolina Post Office Box X (U.S. Mail)
Hot Springs, Virginia: 24445
Attention: Kirk J. Bradley, President
and a required copy to:
Patrick E, Bradshaw
Bradshaw & Robinson, LLP
128 Hillsboro Street {Courier Deliveries)
Post Office Box 607 (U.S, Mail)
Pittsboro, 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’{mve been given as of the date so delivered, or mailed.

8.2 Goveming 'i..aw ;

- 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  Bindinge 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.
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8.6  Schedules

All Schedules referred to herein are intended to be and hereby are specifically made a part
of this Agreement.

8.7  Severability

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.

88  Counterparts

This Agreement may be executed in any number of counterparts and any signatory hereto
may execute any such counterp?ach of which when executed and delivered shall be deemed to
be an original and all of which cdunterparts taken together shail 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 Approval '

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 fecs, 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-1S, WHERE 1S AND WITH ALL PHYSICAL
FAULTS", and . t

i
I

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 PRYSICAL NATURE OF THE ASSETS.

THE SELLER AFTER CLOSING SHALL BE UNDER' NO: OBLIGATION
WHATSOEVER TO UNDERTAKE ANY REPAIRS, ALTERATIONS, EXPANSIONS,

EXTENSIONS OR OTHER WORK OF ANY KIND WITH
PORTION OF THE WASTEWATER SYSTEM ASSETS.

. [Signatures on following page.]
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IN WITNESS WHEREOF, intending to be legally bound, the parhas hereto have duly

executed this Agreement on the date first above written. o

Attest})QJAdu/ O/A/u_;;

ASSET PURCHASE AGREEMENT

CHATHAM WATER RECLAMATION COMPANY, LLC
By:  Govemnors Clab Limited Partncrshlp, Manager
By:  Govemors Club Development Corpomhon,

General Partner

Kirk J¥radley '
President ) '

AQUA'NORTH CAROLINA, INC

W

Neil R.'P lhps
Pres:dcnt
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Schedule 1.1
Delalfed Ust of Westewster Svstem Assels

Chatham Water Reclamation Company
Fixed Assst Datall
‘As of 0331705

Asset ) Proparty Description
368 2002 WLF Cap. Engineering
n Cap. Englneering
2 2003 WLF Cap. Engingering
373 2003 WLF Cap. Enginesring
374 2003 WALF Cap. Enginesring
B4 7004 WLF Cap. Engineering
387 2004 WLF Cap. Engineering
389 2004 WLF Cap. Enginearing
390 2004 WLF Cap, Engfnesring
392 2003 CEGroup Cap Enginearing
3% 2004 WLF Cap. Engineering

Group; Equipment
153 Various Sewes Equipment
187 LP Gas Generator
54 Lift Station GV
3B UtSwonFence .
365 Auto Diglat ?
5 Flow Mater
375- Fiow Metor
am Flow Mster
3 Pump Replacement
319 Pump Replacement
380 Overload Relay
381 Lift Station Replacements
383 Pump Repiacemant
s Oralnage
386 Street Sign Posts nd Install
39 Manhaole Rehabilitation
304 Pump Station Repairs
385 Infiow Dishes Systam-wide supply and instaliation

385 Orantzation Cost 25 Year (75%)
356 Organizations) Cost 3 Yaar {25%)
kL] Ormanization Costs

380 Bond Renewal

364 LOC renewal

388 Development Feasiblity Cosi

391 LOC renewal

Groun: Plantin Service
154 Sewsr Equipment - Job 1000
155 Sewer Equipment - Job 3100
krL] Sewer Equipment
361, aud-4 pddl
352 Pign! prevent maint
387 MAS11PH 384 sawer
g8 AlA 812 PH 344 sower
369 AlA #13 PH 344 sawwy
a0 Plant Addltion
382 Pian! Vauli

ASSET PURCHASE AGREEMENT
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Date In

Service
123172002
113172003
11172003
1213172003
1273172003
113172004
413072004
£/2072004
TR0
/12003
97212004

TOTAL

216.00

Carolina Neadows Flant Expansion 2320

M119%9 1,534.00
111989 13,070.00
{1119 , 232.50
27282001 1,650.00
22812002 . 851,65
4/30:2003 3,530.00
87312003 2,200
73172003 916,00
13172003 2.459.00
200} 2,218.00
/87003 4300
712512003 .00
1273172003 3,960.80
282004 1,165.25
3172004 5,131.32
10/472004 8,100.00
10/472004 2,865.00
10/4/2004 5310.00
Equipmant 57,711.52
11111999 33,000.00
191411999 11,000.00
17112000 1,659.70
/171999 1,500.00
4302001 1,500.00
43072004 2,70240
73112004 4,000.00
Intanglbtes 55,602.10
11/1/1993 113,766.00
1111939 415,316.00
111111959 706,452.00
1213172000 6,440.00
12312001 a2
12312000 10,000.00
1213172000 25,000.00
5172001 22.796.00
11/111993 89,182.00
9/30/2003 1,255.00

Plantin Service T3 5977

1,333,155.34
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Schedule 1.4

ASSIGNMENT.AND, ASSUMPTION: AGREEMEN'I‘W-W -

o T

!

THIS ASSIGNMENT AND ASSUMPTION AGREEMENT (“Agreement”) is made and
entered into as of the_—:dayof—= ~--— <2005 by and between Chatham Water,
Reclamauon Company, LLC, aNorth Caxblma ligdited. hab:hly\company,,( Ass1gnor") i
and Aqua  NorhCarolita, Inc' a North Carolina corporation (“Asmgnee”) Capitalized
terms used but not otherwise defined herein have the respective mieanings attributed
thereto in the Asset Purchase Agreement described below. |

e S et

STATEMENT OF PURPOSE: !

A. AsSignor afid Assigrieé entered into.an ‘Asset. Purchase " Agieenient dated as
of = =TT e, 20057(" Asset: Purchase-Agreement™); for the
saIe of the Wastewater-System- Assets (ast ‘defined in the-Assét- Purchase
Agreemen signor, whichzicludes thiétransfer. and ‘assighment’by

Assxgnor-of ssumed*LmblImes (as deﬁned in thie Asset Purchase,

B.  Imaccordance‘with-arid firsuant t8.Séction.1.4.0f 'tﬁé"'A_s"s"éf' Purchise™ 7
Agreement, Asmgnor,and Ass:gnee enter into this Agreement ey
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:

1. 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
Exhibit 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 assipnment 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 1o 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 Assipnor’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 terminatjon cannot, after use of
Assignor’s reasonable best efforts, be obtained, all of Assignor's rights and obligations
|
I
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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 rhonies 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 benefit 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, a to faithfully, timely and fully pay or perform, or cause to
be paid or performed, and otherwise 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 assumned liabilities that arise or become due or
performable after 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 resulling 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 Aereement. 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. Severability. The unenforceability or invalidity of any prowsxon of this
Apgreement shall not affect the validity or enforceability of the remaining provisions
hereof.

ASSET PURCHASE AGREEMENT Page 19
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7. Assignability_ Neither this Agreement nor any right, remedy, obligation
or liability ansmg hereunder or by reason hereof shall be assignable by either party
without the prior written consent of the other party, !

B. Waiver. Amendment. Neither this Agreement nor an}; 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 sought.

9. - Binding Effect. The provisions of this Agreement shall be binding upon
and accrue to the benefit of the parucs 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 of North Carolina, without regard to principals govermng
conflict of laws. |

11.  Submission to Jurisdiction. Each of the parties hereto hereby consents to
personal jurisdiction and t as otherwise required by statute or applicable law)
exclusive venue for all actiohs 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 States District Court for the Eastern District and the Middle District of North
Carolina.

[Signatures on following page.]

ASSET PURCHASE AGREEMENT ' Page 20
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of

the date and year first above set forth.

ASSIGNOR:
CHATHAM WATER RECLAMATION
COMPANY, LLC ,
1
By:  Governors Club Limited Partnership, Manager
By:  Govemors Club Development Corporation,
General Partner
|
By: . }
Kirk J. Bradley :
President
ASSIGNEE: -.
; AQUA NORTH CAROLINA, INC.
By:
Neil R. Phillips
President
I
!
|
|
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Schedule 4(z

Liens and Encumbrances

None known.
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Schgdule 4(g)

Violations

Seller does not know of any material violation of, or mategial 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 regard to the wastewater treatment facility that is owned by
Whippoorwill that are known to Carolina as the operator of the wastewater treatment
facility and manager of Whippoorwill that are now known to Seller. |
I
v

¥ a
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Schedule 4(i)

Liabilities and Obligations

1. Agreement to provide wastewater collection and treatment services to
Charles E. Hatris, Sr., et al., pursuant to section 6(b) of an Offer to Purchase and Contract
between Governors Club Lumtﬂd 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 ;'J'rov'ide 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 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,

e T T PRy

3. Actudl-atid-ifmiplied’ obllgatlons 10 :0Wners:( Of P property and-any-federal;—

state; localor -othier govemmental body-of agency to- prov:de .wastewater.collection and . :

treatment services'10 prop?ocated in-all.portions-of the GOVeriors, -Village sut subdmsxon
in Chatham Coum},;, North ' Carolina; whether: currently developed-ortobe: developed in
the fature; w whether Tt sidentlal ‘commercial,-office, institutional.or.other; that:are,part of
Govemors Vlllage PursUant 1o the teris and cﬁh‘dmons ‘of ihe condifional use Se permiit for
the Govemo‘rs Club_;planned unit: develepmem appfoved'by Chatham ‘County,. North_ -
Caro_hna asithe sdme may.be amended.from-fifire‘fo-time ~1nc1ud1ng but-not fimited, to“the
éreasmf the Gover_nors_“Vxllage subdivision known a5 Governors Village,“Govemors.7
Paxk »“Governors-Forest;” “Govemors Lake:"and the. Goverors: Village townhoiies,
rapaxtmcnts andicommercial areas. s anta
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.

!
|
|
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Schedule 4(j)

Contractual Obligations

None.
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Schedule 4(I)

_ 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,

'
3
I

Vi :/ i,
- THIS. ASSETS PURCHASE AGREEMENT dated May 4, 2005 betwéen. nCarélina
Meadows, Inc;; ~a°North 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
o

?

Seller and Chatham Water Reclamation, Inc. (“Chatham™) are the owners of Whippoorwill LLC

: (“Whibpoorwill“), a North Carolina limited liability company, which owns a wastewater

treatment facility which is used to provide wastewater service to Seller and as part ofa .
wastewater treatment system operated by Chatham to provide wastewater servicg'to Govemors-j: ‘
VillagelG Governors<V: :llage TovmhomesJGovernors Vlllage Ofﬁccs ‘aiid Govermois Forest, . )
properfy‘locaied in’ Chatham County, North Carolma ﬂChathamtwas -authorized.to. operate thc« - —-:3
lsystem a§-a public. unhty by thé North. Carolma tilifies- .Commission:; (“the Commission®) in<==—--
Dotket No-W--1118; Siib-0and Sub 1.

Buyer is a regulated public utility that furnishes water and wastewater service to the public in
certain portions of North Carofina. Buyer proposes to purchase Seller's interest in Whippoorwill
together with real property and easements as described more fully below and 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 1o purchase the Wastewater System Assets (as defined
below) , upon the terms and conditions set forth herein. '

Aqua America, Inc. Desires to join in the execution of this Agreement to 'gua.rantee the
obligations of Buyer.

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




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, convey and deliver to Buyer at the Closing
(hereinafier 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 Wastewa}.cr Svstem Assets

The Wastewater Syste ets to be conveyed under this Agrccment shall include the
following assets, properties, rightf and appurtenances:

(@)  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 together with any other easements used or useful in connection therewith
in which Seller has an interest; provided that Buyer agtees not to construct any
permanent 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 property 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;

© 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 permit, and/or license associated with the wastewater system;

(e)  plans, engineering records, customer service records, mcludmg customer records
and data, both in paper form and in electronic form associated with the

4“3



wastewater system in the possession of Seller; and
6] all of Seller's information, files, records, data, plans, systerrll maps, contracts and
recorded knowledge, including property records, related tol 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 from 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 Dol} 2,000). Any additional legal fees shall be the sole
responsibility of Seller.

(d) As additional consideration, Buyer will furnish Seller a bulk treatment rate
of 52.50 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 afier 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-Assumpotion 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 respousibility 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, usc, value-added or similar taxes related to any period, or transaction occurring
during any period, before the Closing Date.

2.  Closing |

Closing hereunder (“the Closing") shall take place at the offices of the Attomey 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 Chatham 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 thereafier. The effective time of the Closing shall be 12:01 a.m. on the day
following the Closing Date.

2.1

Itemns to Be Delivered at Closiny

At or prior to Closing and subject to the terms and conditions herein contained:

(a)

®

Seller shall deliver to Buyer the following:

D

(i)

(1)

(iv)

™

(vi)

Buyer shall deliver to Seller the following:

M

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 vest '%-uyer good and marketable title 10 the Wastewater System Assets;

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;

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.

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;

applications for the transfer of permits, if any, as prepared by the Buyer on
standard forms used by applicable regulatory agencies.

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.

the purchase price due at Closing pursuant to Section 1.3 of this Agreement;

45
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(i)  articles of incorporation and by-laws of Buyer, 2 good standing certificate of
Buyer obtained within thirty (30) days of Closing, the most recent annual
report of Aqua America, Inc., and evidence of appropriate corporate approvals;

i

(iif) 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 contro! of the Wastewater System Assets, to include transfer of all
pemnits, if any, at Closing.

22 Proration of Provertv 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.

23 Remedy = _z#
¥

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 limitatian, the remedy
of specific 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 Closing
The Closing of the transaction shall be contingent upon the following:

(Xa  Sellershallprovidea 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 of the 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. Inthe
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,
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whereupon this Agreement shall automatically terminate, b(e 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 dlhgence and satisfaction

of this condition.

(c)  Seller and Buyer and Chatham shall have received all required approvals from
regulatory 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 of the Wastewater System Assets and to provide
wastewater service to Seller at the rates specified herein and to Chatham's franchised
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 theClosing Date, no proceeding shall be pending or threatened before any court or
govemmental agency in which it is sought to restrain or prohibit or to obtain damages
or other relief i ection with this Agreement or in the consummation of the
transactions contéffiplated 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.

6] Buyer shall be satisfied in its reasonable discretion with the results of the title report
regarding the real property to be acquired hereunder.

(g)  Seller shall have approved in writing Buyer's plans and specifications and construction
schedule for the upgraded plant referred to in Section 6 (g).

Representations and Warranties of Seller
In making this instrument, Seller makes the following representations and warranties:

(@)  Seller, or Whippoorwill (as detailed on Schedule 1.1) 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 for liens to lenders which will be
released on or before Closing,

(b) Except as otherwise provided herein, including Schedule 4 (b), neither the
execution and delivery of the Agreement by Seller, nor consummation
and performance of the transactions contemplated thereby (2) 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 v%olation of any law,




(©)

or
or

(d)

(e)

)

(2)

(h)

0)

ar
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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.

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
affected, or by which any of the Wastewater System Assets may be bound
affected.

Seller has full power and authority to sell, convey, assign, transfer and
deliver the Wastewater System Assets to Buyer as provided in the Agreement.

To the best of Seller’s knowledge, there are no pending or threatened claims
regarding the ater System Assets or Seller's ability to transfer the
Wastewater Sysfem Assets.

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.

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.

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.

Except as disclosed on-Schedule 4(a). 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.

Except as disclosed on Schedule 4(j), 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

(
|
|
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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 patd off or released by Seller at Closing,

5. Indemnification

Seller and Buyer each hereby acknowledge and understand that, following the effective 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 of wastewater 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 and arising from any misrepresentation or breach of warranty by
Seller under this Agreement or rdiated 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, 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 ¢laims,
actions, etc., involve activities or events that occurred and originated after the effective time of
Closing. The indemnification provisions of this Section 5 shali 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, Representations and Agreements of Buver |

(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 and authority to: own and operate the type of system
assets that are being acquired pursuant to this Agreement.

(©)  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:
(i1) 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 dehvery ofthe Agreement and the pcrformancc 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.

{c) Buyer, upon the receipt of regulatory approvals, has the full power and authority
to acquire the Wastewater System Assets as provided in the Agreement.

4] 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.
(3] [Bu}gl:'mll pay: -for and, construcf“ "3 replacement or-upgraded. plant With 4 treatifient —
capacity.0f.350,00 gallons.per dayi in-accordance:with plans and. speclﬁcatlons andia
constmction schedule’ to beappioved By Seller and .Chatham pnonthlosmg

(h) Buyer will, gua.lme Sellena treatment capacxty 0f 120;000. gallons-per-day: through**
December 31,2008 _1f" Scllcr has not nétified Buyer.of: “any‘expansion plans i pnor to
January- l,_2009 the. gua.rantccd capaclty wﬂl beteduced:to 90, 000:gallons per- day
and shall remain at such rate until such time as.a change is mutually-agreed to in
whiting: ‘by-Buyer and-Seller.

44 Buyer is currently operating the Wastewater System Assets, and Buyer has had the
opportunity to satisfy itself as to the operating condition of the assets.

G) After Closing, Buyer will provide Seller with access to all contracts, certificates,
plans, engincering records, maps and other documents related to the Wastewater
System Assets as Seller may reasonably need. Seller, at its cost and expense, may
make copies of any such documents as needed.

7. Covenants. Representations and Agreements 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 overal] 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 Wastewater System Assets.

®) Upon Buyer's request, Seller will apply to the Corp of Engmeers for a transfer of
the existing outflow pipeline easement from Seller to Buycr If required by the

|
|
!
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.

Corp of Engineers, Setler will maintain the existing 3.29 acre conservation
easement with the North Carolina Wildlife Resources Commission. Otherwise,
Buyer will be responsible for payment of all costs assoc:ated 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 if delivered personally or sent by overnight delivery service
or registered or certified mail, postage prepaid, return receipt requested, as follows:

If to Buver: with a reauired copy to:
Aqua North Carolina, Inc. Laurence A. Cobb

202 MacKenan Court ‘Sanford Hoishouser LLP
Cary, North Carolina 27511 Post Office Box 2447

T~ Raleigh, North Carolina 27602
Attention: Neil R. Phillips, Dfsident.

If to Seller: with a reauired copy to:
Carolina Meadows, Inc. Reich L. Welbom
100Carolina Meadows Moore & Van Allen, PLLC
Chapel Hill, North Carolina 27517-8505 430 Davis Drive, Suite 500

Morrisville, North Carolina 27560
Attention: Rob Boening, Executive Director

_ or to such other address as the addressee may have specified in a writtenl 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.

82 Govemine Law

This instrument shall be governed by and enforced in accordance with the laws of the 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 of the other party. Any approved assipnment (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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84  Contents of Aereement; Parties in Interest: etc,

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 parties 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 2 part of this ement.

87  Severability

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. Repnlatorv Approval

Within ten (10) business days following the execution of the agreement between Buyer and

Seller, Buyer will commence all necessary actions and file all necessa.ry documents, applications

and/or instruments at the Commission and such other regulatory agencies as may be 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 FITNESS 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 AFTEZ 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 Agrecment to
guarantee the obligations of Aqua North Carolina, Inc., including the obligations under the contract

referred to in Section 2.1 (b)(iii).

lbt% @’:} \MZﬂfw

Ane:t—:%&.w;\\gx\-k\\mm&

Attest:

CAROLINA MEADOWS, INC,

AN

Rob Boening
Executive Director

AQUANORTH, GKR@I:NA;TI“&C

By:

bxsyéu hllhbs (

Pres:
AQUA AMERICA, INC.

By: .
Richard D. Hugus
Regional President
Aqua America - Sc:uth

|
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IN WITNESS WHEREOF, intending 10 be Jegally bound, the parties hereto have duly executed |

this Agrecment 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 contrac!
referved Lo in Section 2.1 (b)(iiD).

CAROLINA MEADOWS, INC.

X . . . he
Wi M_ oy ab
. Rob Boening
. #’ Executive Direclor

AQUA NORTH CAROLINA, INC,

RS o Il M

hﬂllB Phllhbs f f r

President
AQUA AMERICA, INC,
Aue:t:_@u«mm gj\dx_{( b ELJ:M
“ Richard D, Hugus
Regional President

Agqua America - South
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Public Staff Becker

Rebutta] Cross Exam Exhibit J\Q O
Cl:nsus\ EVC |

Dear Aqua Customer:

As we move Into the New Year, | want to make sure you are up to date on Improvements
we've made to strengthen our water and wastewater systems, chal[enges 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. |n your region, the rates our customers pay have
gone toward; :§46:8.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 repalrs and improvements to prevent overflows, protect
local waterways, and to comply with new regulatory requirements

 Repalrs 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.

e Areas with moderate levels will be treated with a process to improve averall water
aesthetics and continue to be assessed to determine if filtration is also needed.

s Systems with little to no iron and manganese presence will be monitored and treated
as needed.

|
All systems will be monitored on an ongolng 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

|
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flushing in many communities and a robust tank-cleaning program that spans our operation

across the state. !
i

Throughout the coming months, we will be sharing additienal 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.ncwaterquality.com. Once there, please

sign up to recelve updates about our work so you can stay informed.
i

At Aqua, our mission is to protect and provide Earth’s most essential resource. | 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 ongolng system enhancements to improve both the quality of water and
reliability of service. Aqua's management and staff are always here to asslst you. If you have
any questions, please contact us at 877.987.2782.

Sincerely,

‘Shannon V. Becker

President
Aqua North Carolina




Dear Aqua Customer; h KMMBJIKMOOU& |

As we move Into the New Year, | 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. |
I

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 fﬁggf.ﬁﬁillion 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

« Repalrs and replacement of aging Infrastructure to improve water quality and flow
pressure, and Increase system reliability

e Water treatment facility upgrades to provide system redundancy, expand capacity,
ensure adequate water supply, and prevent service interruptions

» Wastewster 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 wili see filtration added within the next five to seven years.
Installations will be prioritized based on the amount of compounds in the water.

s+ 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.

e Systems with little to no iron and manganese presence will be monitored and treated
as needed.

All systems will be monitored on an ongolng basls 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. '
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Throughout the coming months, we will be sharing additional Informatlion 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.newaterquality.com. Once there, please
sign up to recelve updates about our work so you can stay informed.

At Aqua, our mission is to protect and provide Earth’s most essential resource. | 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,

B LTk

Shannon V. Becker
President
Aqua North Carolina
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Dear Aqua Customer: W

As we move into the New Year, | 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 $84 million [n numerous water and
wastewater projects throughout the state. In your reglon, the rates our customers pay have
gone toward’$8.3-million in system repairs and improvements almed at enhancing water
quality and the service we provide. Examples include:

» Repalrs and replacement of aging infrastructure to improve water quality and flow
pressure, and increase system reliability

e 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
exlsts 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:

o For systems with high levels of ron and manganese, new filtration treatment will be
installed. Our goal Is to Install new flltration 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.

e Systerns with little to no iron and manganese presence will be monitored and treated

as needed.

All systems will be monitored an an ongoing basis to help ensure safety and overall quallty 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 menths, 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
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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.ncwaterquality.com. Once there, please
sign up to recelve updates about our work so you can stay informed.

At Aqua, our mission is to protect and provide Earth’s most essentlal resource. | am exclted
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 questlons, please contact us at 877.987.2782.

Sincerely,

R AN IR

Shannon V. Becker
President
Aqua North Carolina




Dear Aqua Customer:

As we move into the New Year, | want to make sure you are up to date on Improvements
we've made to strengthen our water and wastewater systams, challenges we are addressing,
and plans for the future.

Since 2014, Aqua North Carolina has invested nearly $94 million in numerous water and
wastewater E‘roject,s_ throughout the state. In your reglon, the rates our customers pay have
gone toward 311 miillien in system repalrs and Improvements aimed at enhancing water quality
and the service we provide. Examples include: '

e Wastewater treatment plant repairs and iImprovements to prevent overflows, protect
local waterways, and to comply with new regulatory requirements

s Wastewater system repalirs and improvements to prevent sewage backups

s Repairs and replacement of aging infrastructure to improve water quality and flow
pressure, and increase system rellability

e Water treatment facility upgrades to provide system redundancy, expand capacity,
ensure adequate water supply, and prevent service interruptions

As we [ook 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 s 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 conslstently flows clear. That will mean an increase [n scheduled system
flushing In many communitles and a robust tank-cleaning program that spans our operation
across the state,

Throughout the coming months, we will be sharing additionat 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 webslte focused on the
water quality improvements we're making - www.ncwaterquallty.com. Once there, please
slgn up to recelve updates about our work so you can stay Informed.

At Aqua, our misslon Is to protect and provide Earth's most essential resource. | am excited
to be rolling-out this plan to systematlcally address aesthetic water quality Issues due to the
naturally occurring Iron and manganese in many well water systems today. We are also
committed to ongolng system enhancements to Improve both the quality of water and
reliabllity of service. Aqua’s management and staff are always here to assist you. If you have
any guestions, please contact us at 877.987.2782.

Sincerely,

Shannon V. Becker
President
Aqua North Carolina




(1Y

AQUA.

Tines0T8 ~

[ — -

i x
Dear:Brayton Park Customer:

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
s Meter replacements to ensure accurate billing based on actual usage versus those based on
estimated usage
e w et e e T ST
[ForiBrayton:Park; the:rates yol'pay havé gone toward repairs and improvements, including:
« Instatlation-of‘aneiv water filter (o-address.naturally occurring irdn_and manganésé, afid; improve.”

[Faterquality n
. ﬁj@iﬁéé’ﬁ_:ﬁ;'tahkscle’dﬁiﬂg--to-‘addréssr-n‘atura'lIy-occurring!iron‘—ah‘&.mari'g’aﬁgsgfandijmprpv:'-wa,t_e_rj
{qulity_7

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.ncwaterquality.com

and sign up to receive updates about our work so you can stay informed, or please contact us at
877.987.2782,

Sincerely,

E L LI il

Shanncn V. Becker
President
Aqua North Carolina

10
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June 2018
Dear Brandon Station, Still Water Landing, Stonchenge, and Wildwood Green Customers:

At Agua 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 occutring 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 B'i:ah'gibn Station, Still'Water Landing, Stb’né_héiigé,’ﬁﬁd"\\%ilay?dbﬂ Greeri; thié Tates yaiipay have-gone™ = ")
toward:the installation-ofa newwater filter'toraddress the naturally occurring iron"and manganese;and ™" "
{iniprove-water quality.

€A we look ol it the fes yoii pay.will gooward: —* .- - LT
* ;Reactivation.of two-wells with ironi, manganese,-dnd-othertreatment improvements to improve
water, quality

. Céiinediion to-Raleigh-to ificrease syStéif reliability, Relp-ensure adequate water supply,-and'—
prévent servicesinterfuptions___ - —~ o

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 devcloped 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 Ievels 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.



Al 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.ncwaterquality.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

@ RELIABILITY
Repairs and replacement of aging infrastructure to improve water
quality and flow pressure, and increase system reliability

& ENVIRONMENTAL
Wastewater treatment.plant repairs and improvements to protect
local waterways, and comply with new regulatory requirements

@ 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.ncwaterquality.com and sign up to receive updates
about our work.
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.CAROLINA Water Quality News

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

L'\

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.
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» 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
in¢rease in scheduled system
flushing in many communities
and a robust tank-cleaning
program that spans Aqua's
operation across the state.
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June 2018

Aqua in Action

Since 2014, Aqua Noith Carolina has
invested nearly 594 million in water
and wastéwaler system repans and
improvemants statewide,

Examples include.

« Filler installations and upgrades
and other waler qualily
improvements to remove naturally
occurring iron and manganese,
and Improve water quality

» Repairs and replacement of aging
infrastructure to improve water
pressure and increase sy$tem
reliability to prevent service
interruplions

« Waslewater system repairs and
replacements to help prevent
sewage backups into your home

- Wastewater faciity and treatment
upgrades to prevent overflows;
profect local waterways, and
meet regulatory requirements

Agua continues to carry out
ongoing system enhancemerits
ta improve both the quality of

waler and reliability of service,

For updates as Aqua moves ahead,
please visit NCWaterQuality.com.
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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 coloriess, 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 leveis 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 mare frequently asked questions, visit NCWaterQuality.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
smeills. 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 NCWaterQuality.com for more information.




Public Staff Becker
Rebuttal. Cross Exam Exhibit

Dear Aqua Customer: CQ_CL)‘-L@ Q)}_Q_b\ .

As we move Into the New Year, | 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 numeréus water and
wastewater projects throughout the state. In your region, the rates our customers pay have
gone toward:$49:8:million in system repairs and improvements aimed at enhancing water
quality and the service we provide. Examples of completed projects include:

e Installation of new filters 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

« Repalrs and replacement of aging infrastructure to improve water quality and flow
pressure, and Increase system reliabllity

« 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
exlsts 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 flve ta seven years.
Installations will be prioritized based on the amount of compounds in the water.

e Areas with moderate levels will be treated with a process to improve overall water
aesthetics and continue to be assessed to determine if filtration s also needed.

o Systems with little to no iron and manganese presence will be monitored and treated
as needed.

All systems will be monltored on an ongolng basis to help ensure safety and overall quality of
the water source. We will also employ an aggressive water quality operatlons plan to help
make-sure water consistently flows clear. That will mean an increase In scheduled system
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Dear Aqua Customer: Kmm&jw

As we move Into the New Year, | 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 {'S;Ziiij.igfﬁjillion in system repairs and Improvements aimed at enhancling water
quality and the service we provide. Examples Include:

e Filter upgrades to address naturally occurring iron and manganese, and improve water
quality

s Repairs and replacement of aging infrastructure to improve water quallty 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 reguirements

o 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 s 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.

o Areas with moderate {evels 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 littie to no Iron and manganese presence will be monitered and treated
as needed.

All systems will be monitored on an ongoing basls 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 Informatlon 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.ncwaterquallty.com, Once there, please
sign up to recelve updates about our work so you can stay informed.

At Aqua, our mission is to protect and provide Earth's most essentlal resource. | 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 guality 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,

R AR IANY 2

Shannon V. Becker
President
Agua North Carolina




Dear Aqua Customer: Wﬁk‘%

As we move Into the New Year, | want to make sure you are up to date o:n 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 reglon, the rates our customers pay have
gane towardi$5:3-million In system repalrs 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

e 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 wlithin 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

|
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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.ncwaterquality.com. Once there, please
sign up to receive updates about our work so you car stay informed.

At Aqua, our misslon s to protect and provide Earth's most essential resource, | am excited
to be rolling-out this plan to systematically address aesthetic water quality Issues due to the
naturally occurring fron and manganese in many well water systems today, We are also
committed to ongolng system enhancements to Improve both the quality of water and
reliability of service. Aqua's management and staff are always here to asslst you. If you have
any questions, please contact us at 877.987.2782.

Sincerely,

R AR

Shannon V. Becker
President
Aqua North Carolina
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Dear Aqua Customer: @.SLM

As we move into the New Year, | 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 milllon In numerous water and
wastewater projects.throughout the state. In your reglon, the rates our customers pay have
gone towardgsji?fﬁil_li,oh in system repairs and Improvements aimed at enhancing water quality
and the service we provide. Examples include:

e Wastewater treatment plant repairs and improvements to prevent overflows, protect
local waterways, and to comply with new regulatory requirements

s Wastewater system repalrs and improvements to prevent sewage backups

+ Repairs and replacement of aging infrastructure to improve water quality and flow
pressure, and increase system rellability

« 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 reguiators, 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 wilt see filtration added within the next five to seven years.
Installations will be prioritized based on the amount of compounds in the water.

e 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.

s 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 communitles 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
quallty 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 webslte focused on the

water quality Improvements we're making - www.ncwaterguality.com. Once there, please.
sign up to recelive updates about our work so you can stay informed.

At Aqua, our misslon Is to protect and provide Earth's most essential resource. | am excited
to be rolling-out this plan to systematically address aesthetlc water quality Issues due to the
naturally occurring Iron and manganese in many well water systems today. We are also
committed to ongolng system enhancements to improve both the quality of water and
reliability of service. Aqua’s management and staff are always here to asslist you. !f you have
any questions, please contact us at 877.987.2782,

Sincerely,

Shannon V., Becker
President
Aqua North Carolina
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Dear'Braytoti Park Customer:

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 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, 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
e T T T Lo TR
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+ [Installation-ofanew water filterto-address.naturally, GSGUTHIAg 1o alid mangangse; and iniprove?

{Waterquality -
D ST T T i C 1 i T Rl e i Ty Y3
. ﬁyggeased;tank;cleamng-tofaddrcss~naturalIy-occurrmgllronzandumanggn_esg;'and-lmp;_o_\ge;}vaLerj
{qualits..?

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 smelis.

Waorking 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. Instailations 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 dlso 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.
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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.ncwaterquality.com
and sign up to receive updates about our work so you can stay informed, or please contact us at
877.987.2782.

Sincerely,

G LT

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
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

Eor.Brandor Station, Still Water Landing, Sténehénge, and Wildwood Green; thie rates jiou pay have-gone™
foward the instaliation;of-anew water filter'1o-dddres< the naturally occurring'iron™and manganese, and™ =~ ~
limiprove-water'quality.
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We will continue to focus on addressing the iron and manganese that exists naturaily 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 nceded.

s+ 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.ncwaterguality.com
and sign up to receive updates about our work so you can stay informed, or please contact us at
877.987.2782.

Sincerely,

L LISk

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

& RELIABILITY
Repairs and replacement of aging infrastructure to improve water
quality and flow pressure, and increase system reliability

& ENVIRONMENTAL
Wastewater treatment plant repairs and improvements to.protect
local waterways, and comply with new regulatory requirements

@ 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.newaterquality.com and sign up to receive updates
about our work. .
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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

» All systems will be monitored on

an angoing basis to help ensure
filtration treatment will be safety and overall quality of the
installed. The goal is to install water source.

new filtration treatment within « Atthe same time, Aqua will be
a reasonable timeling; the employing an aggressive water

wells that need it most will see quality operations plan to help
filtration within the next three make sure water consistently

to five years. Installations will be flows clear. This will mean an
prioritized based on the amount of increase in scheduled system
compounds in the water. flushing in many communities
and a robust tank-cleaning
program that spans Aqua's
operation across the state.

« 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. -
loah | [ ||
‘@1!.“

For updates as Aqua moves ahead,
please visit NCWaterQuality.com.

.CAROLINA Water Quality News

June 2018

Aqua in Action

Since 2014, Aqua North Carolina has
invested nearly $94 million in water
and wastewater system repairs and
improvements statewide.

Examples include.

« Filter installations and upgrades
and olher water quality
improvements to remeve 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
intérruptions

Wastewaler system repairs and
replacements to help prevent
sewage backups into your hame

Wastewater facility and treatment

upgraces to prevent overflows,
protect tocal waterways, and
meel regulatory requirements

Agjua cantinues to carry qut
ongoing system enhancements
(e iinprove both the qualily of
waler and reliability of service,
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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?
lron 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 NCWaterQuality.com.

" Iron and Manganese are pervasive, naturally occurring minerals that 1
affect the water supply in North Carolina. While these minerals don't SR A ?‘ s
affect health, they can discolor water and affect the way it tastes-and e AN
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 NCWaterQuality.com for more information.
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STATE OF NORTH CAROLINA
COUNTY OF JOHNSTON
AGREEMENT

THIS AGREEMENT, made rl“ﬁ"m_aayhof__i\uagé]: ~—-2017/by @nd between BEP.

DEVELOPRERS; LLC, a NC limited Hability company {hereafter “Develaper” as defined bélow) and
AQUA NORTH CAROLINA, INC,, a corporation, with Its principal office In Cary, North Carolina,
whose malling address is 202 MacKenan Court, Cary, North Carolina. 27511, (hereafter referrad
to as "Aqua” as deflhed below); .

WITNESSETH:

THAT WHEREAS, Developer fs- the owner of the cértali lands off NC Hwy 42 East,

Johnston ‘County; North -Carolina, kriown as Bedford at Eb‘wei's Plantatlon_POD_NE3- arid: NE4-]

(hereafter referred to as “Subdlvision” as defined below); and showi ¢n that certain’ map
attached hereto and incorporated hereln as Appendilx 1;.and SRR LT -

WHEREAS, Developer is desitous of Installing In Subdivision a Water Utlllty System
{defined belbw) drid a Wastewater Utllity System (defined below) to provide water and sewer

utility Servicés to ajl those persons.now or hereafter owning lots in. Sukidivision and” requiring, -

water utliity service;and

WHEREAS, Deve10per has reques’ced Aqua ta purchase, own, and operate said Water
Utility Syster and Wastewater-Utility System; angd

WHEREAS, Aqua Is agreeable:to purchasing, owning, and ciperatmg the completed
systems; : ‘.

NOW, THEREFORE, for 2nd In conslderation of the premises and of the rights, powers
and dutles hereinafter set forth to be performed by each, Developer and Agqua mutually do
agree as follows:

1. Definitions.

1.1 “Agreement” shall mean this Agreement for the Instaliation, Conveyance,
and Operation of the Water Utlllty System (deflned below) or Water Utility System
Phase and Wastewater Utllity Systefn or Wastéwater Utility System Phase serving
the Subdivision, inciuding all exhibits arid schedules hereto, if any; as amended from
time totime. ) :

1.2, “Agua” shall mean Aqua North Carolina, Inc, a North Carolina

Flowers Plantatlon Service Area
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corporation, Its successors arid assigns, whose buisines¢ address 1s 202 MacKenarr
Court, Cary, North Garolina, 27511.

13..  “Assets’shall mean shall mean the Deeded Property (defined below), the
Water Utility System (defined below) relating to. each Water Utllity System Phase
(defined bejow) and the Wasfewater Utllity System relating to each Wastewater
Utility: System Phase whith is necessary and’ proper, to provide water and sewer
utility service to the SubdIvision,

1.4.  “Bulf Waoter Agreement” shall mean that ceftain agreement signed by.

Y. AfUa-and-JohRston County, datedMay-14,-2002.2nd Amended February 7, 2006 for

‘the purchase of water gallons pér SFRE' {deflried below) forgach planhed SFRE In & |

Subdivision.

-(-“_‘-"—.-_-'—.—_ e e,
15— T 78Tk sttewafer-Aqreement” shall mean4 that certain agreetnent: signed™ 3

byquﬁd‘Johnstun Countyzdstad.May2E4;. 200%30d: Amended,ﬁepjsmﬁer 30
2009 forthe purchasebf\bull wastewater treatment per "SERE for dach planed SFRE
In a4 Subdhﬂslon

16.  “Certificate” shall'mean a Certificate of Publlc Convenlence and Necessity
for water utility service at the Subdiv!smn (defiried’ below) issued by the North
Carolina Utilities Commisslon.

!

1.7, “Certificaté Extension” shall nigah.an éxtension to the Certificate.

1.8,  "CIAC” shall mean cash Contribution In Ald of Construction pald by the
Deyveloper to the Aqua fo recover Aqua’s capital costs in the Water Utllity Systeém
{defined below) and Wastewater Utllity. System (defined below).

1.8, “Closing” shall mean each Instance upon which the Assets are transferred
from Developer to Aqua regardless of being at one time or in phases.

1.10. “Closing Date” shall mean the date of the initial or subsequent date of
applicable Closing, as the context requires.

1.11. “Collection Systern Permit® shall mean the permit for the tonstruction
and operatlon.of the Wastewater Utility System Issued by DWQ, {defihed below) and
all modificatlons thereto.

112,  “Commission” shall mean the Morth Carolina Utilitleés Commission.
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1:13. “County” shall mean Johnsten County, North Carolina.

114, “pW@” shall mean the Divislon of Water Résources, Public Water Supply
Sectfon of the North.Carolina Department of Envifonmental Quallty:

115, “DWR”"shall mean the North Carolind Division of Water Resburces, Publle
Water Supply-Section.

1.16. “Declaration” shall mean = declaration of covenants cond[tmns and.

restrictions for the Subdivision (defined below),

117. ‘“Peeded Progertg” shall mean the. l!ft station lot(s), perpetual
easerhent{s) and otheér resl estate property that 15 & part.of the Water,Utllity Systérmn
(deflned below) and*Wastewater Utility Systerni whilch are owrigd liy, Developer ard
are used In conriection with the Water Utillty. System (deﬂned ‘below) or
Wastewater Utility Systen not located within publicly dedicated rights pf way-and
the rights and Interegsts in and to 'thé access dnd utlllty easement heing granted;
transferred and assighed by the Developerte Aqus; Including but:not limited to lift
station lots, private: easements, orother redl estate property which are needed for

the construction, operatlon, maintenance, repalr, and replacerent.of the. Water

Utllity System and Wastewater UtHity-System.

1.18. “Developer” shall mean BFF' DEVELOPERS; LLC, & North Garoliria limited
Tlablilty cornpany, It§ successois-ahd assigns, whose busiriess address is 1210 Tripity
Road, Suite 102, Ralélgh, NC 27607,

1,49,  “GPD" means gallons per day,
120, “@GPM" means gallons per minute,

1.21. “Household Service Lines” shall mean the portioh of the individual
household water line ahd sewer line for which Agua will not assume madinteriance
responsibllity, The Household Service Lines shall Include only that portfon 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 dwelling and only that 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 maln at or near the street and the
portion of the wastewater line that extends from-the séwer cleanout to the sewer
maln shall not be Included in the term “Household Service Lines.”
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423, “Permit” or “Permits” shall mean the Wster Penit and/or the
Authorization to Construct Issued by DWR and/or the: Coliaction System Permit
Issued by DWQ, as the context recuires.

123. “SERE” or- “Single, Fanilly Residentlol Equivalent” for purposes of this

Agreerhant the number of SFRE represented by @ user shall be determined as
follows:

a. where there Is a single famlly residential bullding or dwelling with less
thah a 1 meter size the lot or unit shall be equal to one SFRE. For each single
family resideritial bullding or dwelling with greater than a 1” meter use the
chart below. The-deslgrflow-of one-single family TesldamtEI_Buildiig wth]
three-betroshis15 auual_te.240.gpd. Thé-deslgn oW of She_single-tamily
[res]i:lential‘.hulldiﬂ'g_’Witﬁ;fﬁﬁ:ﬁ@ﬁﬁ'i?éﬁUﬁl'tﬁ"320"ng.‘"}

b,  where there Is a commercial or non-residential facility use the chart
belain,

1 2.5
15" 5.0
2" 8.0
3" 15,0
4 25.0
6" 50.0

1.24 “subdivision” shall mean the property to be developed known &s Bedford

* at Flowers Plantation which Is POD NE3 and NE4 of the Flowers Plantation Master

System -and shown on that certain map sttached hereto as Appendix 1 which shall
-conslst of 193 lotstotal and shall be developed [n multiple ghasés.

125"  “Waostewater Facllitfes” shall mean Aqua’s existing Flowers Plantation
Mastér Wastewater System In which the Wastewater Utility System (defined below)
shall be connected to.

Flowers Plantation Servica Area
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126  “Wastewater Plans” are all plans and specifications for thé Wastewater
Utility System approved by the County {If requlred), Aqua, and-DWQ and engineered
by.Developer's engineer. :

127 = “Wastewater Sérvice Lipe" shall mean the. portion of the Individual
household wastewater line for which Aqua will assume maintenance respensiblfity.
The Wastewater Service Line shall Include only that portion of the individual
household ‘wastewater line that extends from: the sewer cleanout at or near the
property line to Aqua’s wastewater maln at or near the street, The portion of the line
extending from the home to the: sewer cleanuut shall hot be inciuded in the term
"Wastewater Service Line.”

128 “Wastewater Utility System” shall rrigan the Wastewater Service' Lines
(defined below), gravity-collection lines, force malns, fift statlons, and all appurtenant
equlpment that will dellver wastewater from the customers at the' Subdivision to!
Aqua’s WWTP: (défined below) fortreatment.and disposal.

1.29 “Wastewater Uity System Phase” shall mean any disciete phase of
development of the Wastewater Utility System, Including any modifications to the
Wastewater Utllity System necessary to permit sewer service to the' Subdivision,
which the Developer elects to convey to. Aqua upoh [ts tpripletion.

~

130  “Water Facilites’ shall mean Aqua's. existing Flowers Plantation Master
WWater Systeri ih which the Water Utility System {defined below)} shall be connected
tol

1.31  “Water Permit” shall mean the Application for Approval and/ok the
Authorization to Copstruct issued by DWR approving the Water Plans'aiid authorizing
the construction of the Water Uﬂllt\/ System,

132  “Water Plans” shall mean all plans and specifications, s may be
amended from time to time, for the Water Utility System (defined below) approved
by County (if requlred), Aqua and DWR and englneered by Developer’s engineer,

133 “Water Service. Line” 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 Indlvidual water line that ektends from the Aqua s water
meter, at or near the property line of street, to the Water. Utll!ty Systern’s water main
at or nedr the street, unless the water meter Is not.on the Individual lot owner's
property In which case Aqua shall asstma malhtenance responsibility up to the

Flowers Flantatlon Service Area
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propetty line. The portion of the lifie extehdirig from the water metér at of near the
street t6 the house or dweiling shall not. be Included v fhe term “Water Ugility
Systém Service Line.”

134 "Water Utility -System” shall mean the distribution system, including
lntercdnnectlon to Agua’s Water Faclilitles, and other facllitles used In the distribution
of water Including: but nat limited to: all water malns, interconnections, services,
meter boxes, meter yokes, backflow preventors, and other additional comipdnerits of
the Water Utility System necessary to serve water to the lots In the subdivision,

135  “Water Utifity System Phase” shall mean &ny’ discrete‘ phase of the
Subdiilslon’s Water Utility System, Inchiding any modificatlons to the Water Utility
System tiecessary to permit water service' to the Subdivislon, which the Developer
elgcts to convey to Aqua upon Its completion.

1,36°  “WWTP” shall mean Aqua’s existing. Neuse Colony wastewater treatmelit
plant located off NC Hwy 42 permitted by DWQ, In Permit No. NCO064564.

Water Utility System.

2.1, Deslgn' & Permiltting Requirements:

?}gﬁwwelapea at Developer's cost, shall cause Water Plans for the Water
Utillty System of the Subdivision to be deslgned by. Developet's engineer,, The

fihal Water Plans.shall. be approved by both Aqua.and DWR. Stch: apprcwal by

Adua shall not be unreasoriably withheld, conditioned or delayed, The Water
Plans shall incorporate Aqua’s curtent specifigations dated August 2013
revised October 2013, as may be amended from fime to time, into the design
standards, a copy of which has been dejivered to Developer and DeVeIoper
acknowledges receipt thereof. The Water Plans shafl Include facilities and
equipment. for water distribution Including the Interconnectlon to Aqua’s

Water Facilitles to serve up to 193 residential connections which will be -

developad in phases.

b, Developer shalf pay for the design alid DWR permitting requirements of
the Water Utllity System. Sald Permit shiall name Agua as permitiee,

C. Agua and Developer agree: that if the Subdivision includes Irrigation
facllitles for common open space areas, Developer, at Developer’s cost, shall
have the Developer’s engineer incorporate the frrigation tap Into the Water
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Pians. Property owner shall obtain and pay for all County pertnits thdt are
necessary In order to construct and operate Irrlgation facllities,

2.2, Constructlon of the Water Utility System. Develeper shall construct the
Water Utllity System, Inéluding Interconnectioh to Aqua’s Water Facilities, and
assume all costs and expenses for dolng so without relmbursement from Agua
except as specified under Sectlons 2.5 and 5.2.d of this Agreement. Aqua
reserves the right to make -pericdic Inspections of ti}e Water Utllity System
throughout Its eonstruction. Such Inspection should not be tonsldered efther a
substitute or for the Developer’s engiheer’s duties and responsibilitigs to inspect
the construction and installation of the Water Utllity System or a waiver of any
requirements applicable to the design or construction of the Water Utility
System. As réquired by North Caroflna General Statutes Section 130A-317 and
Rules Governing Public Water Supply Systems, 15A NCAC 18 C, 0305{a); neither
Developer nor Aqua shall construct; or begln construction of any portion of the
Water Utility System prior to-approval of the Water Plans by DWR or prior to the
issbance of-an.Autharization to Construct by DWR, In the event that any fines.or
penalties are assessed agalnst the.Aqua (as the applicarit for the water system),
the Engineer, or the Developer as a result. of the Developer instafling all or &
portlon of the Water Utllity System witholit DWR approval, Developer shall pay
any such fine or penalty -- or reimburse Agua for the .arount. of such fine or
penalty -- prior to metets being Installed or water service belng provided in the
Subdlvislon,

2.3. Cash Contribution In Ald .of Construction for Water Capacity, Developer
shall pay to Aquaa ¢ash CIAC, the same dollar amount per SFRE whith Aqua miust

pay County as a capltal cost recovery charge (which currently.is $3.25 'per gallon

based on 240 gallons per SFRE), under the Bulk Water Agreemient between Agua |

and County, for each plarined connection [n that phase of Subdivision. Paymernt
shall be ‘made by Devéloper to Aqua for each SFRE being developed at the time
Developér records the Subdivislon pldt with the County and prior to Aqua
providing service, Fees for lots that have not been paid for will be calculated
based on the County’s ¢urrent fee at the time the Subdivislon piat is recorded.

2.4. Water Utility System’s Written Certification of Costs, Developer before
the ClosIng shall deliver to Aqua a written certiflcation of the Developer's actual

cost In the Water Utllity System showlng the cost of the entire Water Utllity
System Including distribution facllltfes and énglneerlng fees for the water system,
which shall have a breakdown between the varlous components showing ‘the
vendofs and appropriate amounts, Sasid Written Certificatlon of Costs Form Is
attached hereto as EXHIBIT 2.4,
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2,5, Water Utility. Systém Purchase Price Payments, Agua, as Agua's

investment, Is purchastng, upon' Closirig, from Developer the total Assets
tomplete and Instalied. in accordance with the Water-Plans approved by DWR
and Aqua, regardless of belng Installed all at one. time’ or In Phases: The total
purchase price pald by Aqua for the Assets serving approximately 193 residential
lots shall be '$400 per SFRE. Said purchase price shall be payable guarterly based
on the total number of SFRE’s connected by Aqua to the Water Utllity System
during the previous guarter. Payments shall be made on or about éach January
15, April 15, July 15, and October 15, The compensation specified In this
Paragraph 2.5 of this Agreément shall constitute the full and complete payment
that Developer shall recelve for the. Water Utility System and Developer shall not
recelve any other compensation frofi Aqua. Aqua’s obllgation to make
paynients pursuant.to this paragraph shiall not begln until such time as. Developer
executes and-delivers to Aqua the Internal Revenue Service Form-W-5;

Wastewater Utility System

3,1. Deslgn and Permitting Reguitements. Developer, at Developer’s cost,
shall. cause Wastewater Plans for the Wastewater Utliity System of the
Suhdivision to be deslgned by Develaper’s engineer. The final Wastewatér Plans
shall' be approved by both:Aqua and DWQ. ‘Such approval by Aqua shall hot bé
unteasofiably withheld, conditioned or delayed, The Wastewater Plans shal

indorpdrate Aqua’s currenht speclfications dited August 2013, as may be:

aimignded from time to tirme, Into the design.standards, & copy.of which,has beeri
delivered to Devéloper and Peveloper ackrdwledges réceipt thereof, ‘The
Wastewater Plans shall Include facilitles and equipment for a wastewatar
collection system Including the interconnection to Aqua’s Wastewater Facllities.
Developer's. gngineen shall .prepare and, process. through.. DWQ the Permit
applications and Wastewater Plans for a.-Wastewater :Utllity System, including
interconnection to Agqua's exastlng Wastewater Facllities. Agqua shall execute
theése Permit:applications ds permitee and cooperate fully with Developer's

engineer to expedite the County (If required) and DWQ constructlon approval

process. The Sewer Plans shall include faciiitles and equipment for a sewer
coliection system including the Interconnection to Agua's Wastewater Facilitles
to serve up to 193 residentlal connections which will be developed In phases.

3.2, Construction of the Wastewater Utility System. Developer, at
Developer's expense, shall cause to be Installed In Subdivision, a cormplete
Wastewater Utility System, which shall include any required grease traps {If any),
the Interconnection to Aqua’s Wastewater Facilitles, and any riecessary upgrades
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heed_'ed to .Aqua’s existing Wastewater Facllities to serve all lots or unlts
anticipated In the Subdivision. Agua reterves the right to make periodic
Inspectlons of the Wastewater Utllity System’s Installatlon. Such Inspection
shiould .ngt be.considered a substitute for the Deve|opet's englneer’s dutles and
responsibilities to inspect the installatlon. Developer shall pay for the Installation
costs of all the necessary components of the Wastewater Utllity System to
provide wastewater utlllty .service to all lots or units In Subdivision. The
Wastewater Utility System shall be constriicted In such a mianner as to' restrict
entiy of groundwater and surface Waters into the' Wastewater Utility System to
at least the minlinum standards established by the DWQ regulations for
Inflitration/inflow. Faillure to instdll a “tight” Wastewater Utilty System could
resujt In infiltration/nflow causing the WWTP to exceed ifs permitted flow fimit,
This could limit the number of connactions that can be served by the Aqua.

3.3, Wastewater Service Line. Developer shall provide a Wastewatér Sefvice
Line to each resldence. This. Wastewater Service Lline shall consist of a 4”
wastewater service tap, a service plpe of adeduate size to serve the residence,a
cledn out at the easement of right of way Ifn€, @nd, In those developments in
which Adua does not also provide.watérutility serice, an elder valve. Devéldger
sHall use Its best efforts to ensure. that Its employees, contractors and
subcontractors under Jts-control do rot break, dgmage or bury these cleanouts.
It shall be the responshility of the pwner of each dwelling unit with a gravity
service line to maintain such Heusehold Service Line from thelr residence to the
sewer tleanout.at or near the property line. If the cleanout’is not at or near the
property line, then the owner of that dwelling shall be responsible for
malntenance:of the Household Service Line up to the property line,

3.4, Cash_Contribution in Ald of Construction (CIAC) forr WWTP Capaclty.
Developer-shall-pay-to-Aqua-a-capital-cost-racovery-charge-the-same-dollar.
aMﬁWﬂ%ﬁtbﬁﬂ@wastéwater'capacity-fé" e, under
the” Bulk”Wastewater-Agreement-between-Aqua-and-County, for_edch_plannad
fconnection_in_that_phase_of Sibdivislon (cGifently $6.007pergallon)y The CIAC
shall be pald by Developer to Aqua for the lots belng developed in the
Subdlvislon at the time Developer records the Subdivision plat with the County
-and prior to Aqua providing.service. Feas for lats that have not been paid for will
be calculated based on the current capacity costs at the tlime the Subdivision plat

is recorded,

3.5, Wastewater UHllity System'’s Written Certlification of Costs. Developer
before the Closing shall dellver to Aqua a written certification of the Developer's
actual cost In the Wastewater Utility System showlng the cost of the entire
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Wastewater Utllity Systém Incluiding the. ‘Wastewater Utllity System, and

enjgineefing: fees; which shall have a bredkdown between the varlous

tomponents; showing the vendors and appropriate amounts. Said Written
- Certification of Costs Formls attached hereto'as EXHIBIT'3.5.

4. Oversight; Documents Required for Water Utility Svstem and WasteWate:‘
Utility System.

4.1, Certlficate of Public Convenience and Necesslty. Upon signing of this
Agreement, Issuance of the Permits and approval of the Water Plans by DWR and

Wastewater Plans by DWQ, Agua will apyly.td thé Commission as:sbon as may he
practicable for a Certificate or for a Certificate EXténsion to proyide Water service
to the Subdivislon, It s rmutually understood #hd’ agieed that the. sdle and
conveyance of said Asséts shall accur only after the. granting of the Certificata or
Lertifleate Extension by Compnission and. approval of the Water Plans and
Wistewater Plans and, lisyante of the Permits by DWR and DPWQ. Should the
Commmisslon fail to grant the Certificate or Certificate Extension and either party
-then terminates thls Agteement, Aqua, agrees to: (I) request DWH and DWQ to
rescind or transfer any Permitsissued. i Aqua’s name-and (i) shall terminaté or
‘te~-convey to Developerany-Deeded Property Developer may, hiave transferied to
Aqua pursuant tothis Agreément.

4.2, Contractors and Consthuction” Warranty, Aqua must approve; in writing
#nd. prior to the commencepent of apywork; all'cantractors and subcontractors
that will be: utillzed to construct any portfon -of the Water Utjlity ‘System or
Wastewater Utility System.. Aftached hereto as EXHIBIT 4.2. [a) Is a' list of all
utflity contractors- currently approved by Aqua for water utility system and

, collectlon, system installations. Aqua shall update this list always having a
m!nimum% f three approved utllity contractors. Developer mdy submit to Adua
?additional names of licensed contractors {iricluding. references)_for investlgatlon
and evaluafion by Aqua. Aqua shallzhot unreasonably withhold condition of
delay approval of such additlonal contractors. At each Closing Developer shall
provide Aqua with a one-year warranty on the.quality of materlals; construction,
and workmanship of all Water Utllity System and Wastewater Utility System
‘comporents [nstafled to serve the Water. Utllity System Phase and Wastewater
Utility System Phase in the Subdivision, Such warranties shall comimence on the
date of Closihg of each Water Utility System Phase and Wastewater Utillty
System Phase and shall be in simillar format as the form attached heréto as

EXHIBIT 4.2. {b).
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4.3, Engineerlng Certification of Compietion & Record Drawlngs. Developer,
‘at Developer’s cast, shall have the englheer provide DWR, DWQ, and Aqua witha
signed and. sealed letter from Developer’s ‘englneer certifying that the Watel
Utllity System and Wastewater Utllity System was cohstructéd and corpleted In
tompllance with the approved Water Plans, Wadstewdteér Pldns, Permits, and

applicable regulatlons. Szid Jetter. shall tomiply ini fofm arid substance with DWR.

aiid DWQ regulatory requirements, as applicable. Developer, at Its expenst, shall
also provide Aqua with an efectronic copy. of engineering “as built’ drawings. of
the Water Utility System PHase and Wastewater Utility System Phase {n ‘.dwg"
format and shalj include the longitude and latitude of each valve and shall also
Include fwo spatial references In the drawings. Developer shali also provide, at
its expense, copies' of the as bullt drawings that shall depict the signature and
seal-of the professlonal englneer responsible for Issulng the a_s-bul]t draivlrigs It
‘pdf*-format. '

4.4, Recorded Subdivision Plats & Surveys. Upon Jis recording of any
subdivislon plat for Subdivision, Developer shall provide Aqua with a copy-of the
recorded plat showing each lot to be served by the Water Utlilty System- and
Wastewater Utllity System. A recorded plat shall Include, the. designated [ift
station-lot (If any), described by metes and bounds and deslgnated and approved
as.a separate legal parcel, and utliity and access easements In favor of Afua for
Ingress, egress, regress In order to operate, malntalri, repalf, and replace.the

water malns, collection system malns, valves rianholes; and appurtériant:

equipment related to the Water Utllity System and Wastewater Utility. Systein.
Developer shall also provide Aqua witfia-current piot plan for each lifi station ot
[if anyj showing Improveniehts made to each lift station lot, Including bat not
limited to the access road, collection systemi maln, and any encumbrances,

4,5. Recorded Declaratlons. In the event that common areas In the:

Subdivislon are encumbered by a Declaration, Developer shall exempt Aqua, the
Deeded Propertles and all other components of the Water' Utility System and
Wastewater Utllity System from all assessments, use restrictions, and
architectural reguirements under the Declaration. Aqua agrees that should any
bullding owned by Aqua requlre future reconstruction, maintenance, or repalrs,
Aqua shall use reasonable. efforts to reconstruct the building to its appearance as
of the Closing Date but only If recoverable in rates, otherwise, Aqua shall
toristruct pursuant to Its current specifications and design standards, Developer
shall insert [hto the Declarations easement language, In favor of Aqua, allowlng
Agqua unobstructed [ngress, egress, regress, and access to’ operate, maintdin,
repalr and replace the Water Utllity System, Wastewater Utillty System, and
appurtenant equipment located within the Subdlvislen. Developer shall also
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Include langiiage In the Declarations deseribing the-lot owner’s responsibility to:
a) maintain the Household Service Lines, serving the lot n accordance with the
provisions of Paragraph 1.21.of this Agreement and b) refraln from erecting any
structure. within the utilify apd access easements provided, The Declarations
shall further provide Aqua with the rightto uniflaterally and lmmediately remave
any structure from easements:provided to. Aqua fof the Water Utiiity System or
Wastewater' Utility Systern If the. lof owher, pérson, or entity erecting the
structure falls to Immediately rémove It and, furthier, shdll also fequire such lot
dwner responsible to refmhburse Aqua for all expenses associated with' the
removal of the structure as well as any remedlation Aqua deems prudent.

4.6, Monthly Rates and Fees. Aqua shall request permission from the
Commisslon to charge its current tariff water rates and fees, including its
approved water meter fee, as amended from time to time. ‘

Conveyance of the Assets.

5.1. Closing Date. Upon récelpt of the Certificate or Cerfificate Extension

described i Paragraph 5.1 of this Agreehient ard fecelpt of the last itéem.

deseribied In this sectlon’ 5 the Parties shall mutually dgree upon & dite for the
transtar of the Assets, which date shall riot be more, than-thirty (30) days from
the date of delivery of the last ftein described below; regardless of wihiether
multipla. Closings oceur; The effective time- of the legal transfer hiergundey shall
be.12:01 2:m. on the day following the Glosing Date. Upon Closing, Aqua stiall.be
deemed to be the beneficial'owner. of’fhe Assets, Closing:shall take place at the
offices of Aqua located at 202 MacKenan Court; Cary, North Carolina or; by
telecopy or electronic mail_exchange of docurhents with originals: to follow by
overnight delivéry, .Aqua shall not provide water or wastewster service to the

Subdivislon until Closing has occurred. Atthe time and on the terms described In "

thls saction 5 Developer shall convey to Agua a8t no cost to Aqua, except as
described in Patagraphs 2.4 and 5,2.c of this Agreement, by deed, easement and
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. Sald bill of sale shall be substantla|ly simflar in ferm and
substance to that attached hereto as EXHIBIT 5.1,

5.2, Deeded Property.

a. Lift Station_Lot(s). Developer dgrees to convey to Aqua by general
warranty deed or deed of easement each [ift station lot that comprises a part
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Ay
of the Wastewater Utllity System, If any. Each [ift station lot, shall ffont upon a
publicly dedicated street to provide free and reasonable access to- the lift
station, In the event the. lift .station lot does riot front upon a publicly
dedlcated completed street, then Developer shall convey ah all weather. gravel
access road with a perpetual 20-foot easement for Ingress, regress, and access
to the'llft-statlon for operation, malhtenance, repair ahd réplacement.

b.  Perpetual Easements. For any portion of the Water Utflity System or
Wastawater 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 Utllity System and Wastewater
Utllity System for Ingress, egress, -regress, and access. for the Installation,
operation, maintenance, répalr ahd replacerment of the Water Utiflty System
and Wastewater Utllity Systetil. These &asements Wil be conveyed to Agita by
an assignreht'and grant of easement.that shall be in a form that Is recordable
with the eourity’s reglster of deeéds, The easements.shall prohiblt the erection
of any bullding of structure within the Hight of way provided by the easement.

c Instruments and Documents of Convevance and Transfer, All
Instruments and documents of ‘conveyance and' transfer, shall be In form,

reasonably satisfactory to. Aqua and Its counsel, as shall be hecessary to
effectuate transfer-and assignment to, and:vest In, Adua good and rdarketable
tifle.to the Water Utllity System and Wastewater- Utllity Systern arid all rights
to operate-the Water-Utllity:Systém and Wastewater Utility System, including
4 Deed with @ warranty of tltle for any fee parcels, the Grant and Assignment
bf Easeménts, and the Blll of Sale and Asslgniment.

d.  Title'Insurarice for the Deeded Property. At least 30 days-prior to Clesing,

Developer shall obtaln 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 llens and encumbrances and will be Insurable at normal rates. Developer
shall provide Aqua with a current final owner’s title Insurance policy at Closing.
Aqua, at Closing, shall relmburse the Developer the title insurence premiums
Developer pald In édnnection with the Issuance of the title Insurance pollcy
provided that Developer has first completed an IRS W-9 Form and delivered
such form to Aqua prlor to Closing.

5.3. Pre-Closing Dellverles of Developer. Developer shall deliver to. Aqua at
least 15 days prior to Closing:
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a. a tompleted W-9 form as set forth In Paragraph 2.3 and 5.2

b..  a completed written certification of Developet's cost in the Water Utility
-System and Wastewater Utlllty Systam as set forth (n Paragraphs Z.4 and 3.5;

c a copy of the engineer’s letter certifylng that the: Water UElity Systerh
and Wastewater Utility System. Is Installed In coripliance with the DWR
approved ‘Water Plang and DWQ, approved Wastewater Plans as set forth in
Pardgraph 4.3.;

d. an electronlc copy of engineering record drawings of the Water Utllity
System and Wastewater Utility System as constructed (“as-bullis”) completed
by the englneer of record forthe project as set forth in Paragraph 4.3;

e.  arecorded plat and surveys as set forth in Paragraph 4.3;

f. a copy of the recorded Declarations:as set forth in Paragraph 4:44.5;

. the: title Insurance caminitment for the Deeded Prdperty as set forth In
Paragraph 5,2.c and delivered in accordance with the time frame specified In
that segtjort;

h.  alistof physical addresses and lot numbers for each lot In the Subdivision
that will served by the Water Utllity System installed in a form substantially
sirpilar In a substance to that.attached herato as EXHIBIT 5.3.h:

I & list.of utility providers for aniy lift stations tohstructed as part of the
Wastewster Utllity Systém, as set forth In Paragraph 5:8.

5.4. Closing Deliveries of Developer. 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 éxecu_ted bill of sale for the Assets, recardet! deeds, and perpetual
easements Iri the form provided In EXHIBIT 5.1;

c. final owner's pohcy far the Deeded Property as set forth in Paragraph
5.2.c;
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d. A release of apy mechanlcs {lens and a release of any Interest by
Developer In the.Water Utllity System and Wastewater Utility System.

e Representations-and Warranties of Develoger, Developer to provide a

signed Certiflcate that représents and warrants the following:

1.

2,

Dévéloper is the owner of theé Water Utility System and

Virdstewater Utllity System Is In good standing under the laws of

the State of North Carolina.

Developer. has full power and authority to sell convey, assign,
transfer and deliver the Water Utllity System and Wastewater
Utility System to Aqua, including the Iift station 15t, arid grants
of -easement, and such transfers do not violate; conflict with or
resuit In the breach of any tefm, conditlon  or provigion of any
Instrument,. contract, lease, agreement, permit, certificate or
other docunient to which. Developer Is a party or Is otherwise

bont.or affected, or by-which any of the-Water Utllity System;

or Wastewater Utility System may be bound or affected,
Developer fids good and arketable title to the Water Utlilty
System and Wastewater Utility System, free and clearof-all liens
and encumbrances,

All-tangible property included In the Water Utllity System and
Wastewater Utility System Is gt will be In good opersting
conditlon at the time of conveyance.

There are no known 'viclatlons-&r noncorpliance with the Jaws
and Trégulatioris applicable to' the Water Utllity System,
Wastewater Utllity System, nor of anty environmental problems
or concerns relatthg to the Water Utility System or Wastewater
Utility System.

5.5. Closing Requirements of Agua. Upon Closing Aqua shall (i) reimburse the

Developer the-title premium fees, {ll} transfer utllitles for the lift station(s) to

Aqua’s name, if

any, ahd (111} begin operation of the Water Utility System and

Wastewater Utility System,

5.6, Conditions Precedent to Utllity’s Oblleations. All obligations of Aqua -

ym_:!,ér this Agreement are subject to the fulfillment or satisfaction of each of the
following conditions precedent, Aqua may waive any or all of these conditions,
provided, however, that no such walver of‘a conditfon shall constitite a walver

by Aqua of any of fts-other rights or remedies hereunder.
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a.  Aqua shall be satisfied with the condition of the Watet Ufility Systeni and
Wastewater Utllity System to be acquired -and the quality of cohstruction
thereof:

b.  Aqua shall be satisfied with the quality of title for the Deeded Propefty
conveyed to Aqua by Devéloper.

¢ Develaper shall have. recelved () 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 Utillty System and Wastewater Utilit\y System
from any governmental sutherlty with jurlsdiction over the Water Utllity
System and Wastewatef Utility System, if any.

d.  Developershall have performed and complted In all material respect with
all agreements and conditlons required by this:Agreement to be performed or
:cq?npli,éd'with by Developér prior to orat Closirig.

a. All representations. and warranties 'shall be frue and correct as of the
¥los|ngs, as evidenced by the Certiflcate(s) as set forthiin Paragfaph 5.6.e

f:  Aqua shall have recelved-all governmental authorizatloris needed for the
transfer of Assets [ficliftling, but not Iimited to, an Order and Certificate of
Public. Cohvenlence from the Commlssion, utherizing: {1} the transfar of
Asgets a¢ contemplated By this Agreement; (I Aqua to provide water and
sewel servige to the customers i the Subdivision; and (1ll) the ‘sdoption of
irjtlal rates as requested by Agqua pursuant to Paragraph 4.5 of this
Agreement,  Such governmentsl authofizations, orders and approvals,
including those of the Commission, and other appropriate agencles, If so
needed, shall be final ahd non-appealable, dnd in a form ahd substance
reasonably satisfactory to Agua,

g At Closing the Water Utllity System and Wastewater Utillty System shail
not be materlally adversely affected by fire, exploslon, earthquake, disaster,
accident, cessation or Interruption of utility or other services, fiood, drought,

. lack of water supply, contamination of water supply, embargo, riot, civil
disturbance, uprising; activity of armed forces or act of God or public enemy,
or any other event or occurrence.

h. At Closing no proceeding shall be pendlng or threatened before any court
or governmental agency In which it Is sought. to restraln or prohibit or to
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obtaln damages or othef rellef In connection with this Agreénient or il the

consummatlon of the transactions éentemplated hergby, gnd no Invéstigation.
that might eventuate In ariy suchi sult, actlori or protceeding stiall be pending or

threatened

‘5.7, Subseguent Closings,  After the Initfal Closlng; Developer shall notify
Agua in writing upon the completion of eath' Water Utllity System Phase and
Wastewater Utllity System Phase. Closing for each constructed Water Utility
System Phase and Wastewater Utllity System Phase shall ocedr in accordahce
with section 5 of this Agreement.

5.8. Transferof Utliitlss. Upori Closinhg, Developer.and Atjua will-copperate to
teansfer utllity servics, Inéluding telephote, elettric and any other utility service
reded that s in Developer’s ridme and s ngcessary to pperate the Water Utility
System and. Wastewater Utllity System. Developer shall provide Agua with the
wtility service provider's name, phone pumber, and accoupt number(s) Issued by

* the service provider for the utility service. Aqua shall complete such transfer of

services upon Clesing and shall payits prorated share of.costs ypen récelpt. of Its
first Inveica from the provider,

8.9, Ta%es anid Other Costs, Developer ahd'Agua shall, 1f'applicab'fe, each pay
50% of the realty trahsfer tax oni all real property: tanveved as part.of the: Water
Utliity Systern and Wastewater Utility:System, Intluding such s may be levled on

gath subsequent Phase: Edch Party shall bear thelr own costs related to the;

preparation far Closing, Aqua shall not be responsible for costs.of property taxes
on any Deeded Property with respect to which title-is not conveyed to. Aqua,
Agua shall anly be responsible for real estate property which It owns.

General Provisions:.

6.1. Executlon of Future Agreements. After-the execution pf this Agreement,
all new development agreements entered into by Developer for the Subdivision
shali 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; Reprasentatioris Regarding Fire Service, Except as set forth in Schedule
6.2 Seller hereby represents and warrants to Aqua as follows with respect to flre
service:

a, Agreements. Seller has not éntered into an agreement concerning fire
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seryice other than as disclosed In Schedule 6.2.{a);

b Representations about Fife Service. Seller has not made a representation tg
any custdfref or othet person, business br governmental agency that-the system
is capable oT' providing flows ta fight-any. fire otfier than as disclosed in. Schedule
6.2.'(b). .

6.3. Representations,Warranties, Govenants and Agreements Stirvive Closing

Al| representations and warranties of Developer and Aqua hereunder shafl
survive each Closing. Further, arfy covehant or agreement bherein which
contemplates performance after the time of any Closing shall not ba deemed to
be merged Into or wWalved by the insttuments: delivered In coringctlon with such,
Closing, but shall expressly survive sucti Closing and ¢ontlniue to bie! bindlng upori
the Partles.

64, Bindirig upon ‘Successors and Assigns: This Agreemenit shall be binding
upon and shall inure to-the beneflt of Developer and Aqua, and the successors
and. asslgns of each. Nefther party may -assign this Agreement to a pérson oF
entity Tacklng the finanelal abllity or expertlse ta perform s obiigations
hereunder,

6.5. No Third Party Beneficiary Rigfits. Nothing xpressed or implied in this
Agreement will be. construed as providingary lezal ot eyuitable right, remedy or
claim under.or WIth respect to this Agreement.or-any provislon of this Agreement:
to any third party.

6.6. No_Agency, Partnership-or Joint Venture Created. The Parfles; aré and
shall be. Independent to one ahother, and nothing heréin shall be deamed to
create an agehcy, partnership, orjoint ventute betwien them,

6.7. Counterpaits. Thi$ Agreement may be executed In orie or imore
counterpart sighature pages (Including facsimile counterpart signature pages),
sach of which will be deemed to be an original of this Agreement and afi of
which, when taken together, will be deémed to constitute one and the same
agreement.

6.8, Headlngs. The headings within this Agreement are Inserted for

convenience only and shall not. be construed as a limitation or expansion of any
teérm or provision of this Agreemeént .

6.9. Enforcement of Agreement, Each Party acknowledges and agi'ees that
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the ather Party. would be lrreparably damaged if any of thé prdvisions of this
Agreement are-not-performed In accordance with theli spetific terms and that
any breach of this Agreementbya Party could not be adequately tompensatad in
all cases by monetdry damages-alone. Atcotdltigly, Iri addition to any other right
6r refiedy te which a Party iiay be entitied, at ldw or In equity, it shall be
‘entitled to’ enforte dny: provtslbn of this -Agreement by a -decree. .of spacific
performance arid to temporary, preliminary.and perrmarent Injurictive relief to
prevent any breach or threatened breach of any- of the .provisions of this
Agreement, without posting any bond or other undertaking.

Oct 24 2017

6.10. Waiver, The fallure of a party to immediately assert its rights or an
obllgation of the other party hereundet shall not be deemed as a waiver of stich
right or obligation, No slhgle walver of dny. term, conditiory or pravision of this
Agteement shall bé déemed t& be, or ‘construed as, & further or contipuing
walver of any such tein, .conditiori or provision unless agreed to by written
Instrumaént,

6,11, Entire Agreement. This writing embodies the entire agreement and
updersfanding between the parties heretp and there-are no other agreements.or
understandings, oral oy written, with reference to the subject inatter hereaf that
are not-merged herein and superseded hereby. No'prior 678l commitment shiall
‘e bindihg against efther-party:

5 12, Modiflcatlohs-In Writing, This-Agreement may: not be modified;. amended
-or changed Ir-any respect except Iri writing, duly signed by the partles hereto..

6,13. [imitation on Venue and Jutlsdictlon. The Partles agree that the state
and federal cpurts in the. State of North Carolina shall be the sole and exclusite
venues for litigating any disputes concerning this Agreement and thiat litigation Is
[fmited to such court having Jurisdiction over any dispute.

6.14. Governing Law. This Agreement shall be governed by-the laws of the
State of North Carolina, without regard to such state’s conflict of law or cholce of
law rules.

6.15. Authority to Stgn Apreement, Both persons slening this Agreement
warrant they are fully authorized to sign this Agreement on behalf of Develober
or Aqua, to bind thelr respectlve part to the terms and conditions of this
Agreement and that no further @pprovals or authorizations are needed to bind
thelr respective partles to its terms.
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£.16. Notices;. All notices and other communicatlons required or permitted
hereunder shall be in writing .and shall be sent. elther {I} persenally by hand
dellvery, () by reglstered or certified United States first-class mail, postage
prepald, return recelpt requested, (ill) by nationally récognized ovérnight coufler,
or:{iv) by facsimile addressed to the address-or facsimlle nimber: ndicated Below
(or at such other -address or facsinflle riumber as: such Party or permitted
assighée- shall have furnished to the. other Parties hereto Ih wiiting), All such.
notices and othar writteh coimmunications shall be effective on the date of

delivery,
If to Developer, such notice shall be addressed to:
BFP DEVELOPERS, LLC
1210 Teinity Rl')'éd,' Sulté 102, Raleigh, NC 27607
Attn: Ma nagin:gIMember

If to Aqua, such notlce shall be'addressed to:
Aqua NorthCaraling, Inc.
202 MacKénan Cott, Caty, NC 27511
Attn: Presidentt |
Telephone: (919)467-8712
Facsimile: {919) 460-1788

IN WITNESS WHEREQF, the Parties have caused this Agreement to be executed
oii'thls,date dnid year fifst noted above, o

BFP DEVELORERS, LLC

'!? [ IAACAL
anaging Member

AQUA NORTH CAROLINA, INC.

K AR

Shannon V., Betker, President
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Public Staff Berigler Rebuttal Cross Exam Exhibit 1

.- [ A

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.gov
Date requested: June 12, 2018 Phone: 919-733-0891
Due date: June 26, 2018

Subject 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 Pitisboro, and Town
of Spruce Pines during the test year ending September 30, 2017. Please see the

-calculated water loss columns on tab-Ex Hw, col 1-4 of the embedded worksheet.

-A. 'Overall, Agua NC has a purchased water loss percentage of 13%. Below are
comments about the specific outliers: -

City of Asheville — this is Twin Creeks in the Denver area. This is a systen;l 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%.

City of Concord — Addressed in Q3 of this EDR. This was a leak detected in Q4 2016
which has been corrected and showing a much lower water loss percentage beginning
March 2017.

City of Mount Airy - Greenfield. Thisis 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% :

Harnett Countv Woodlake. This is one of Aqua s larger purchased water systems and
has had a history of leaks. R :

2015-30%

2016-32% '

2017-23%




?
There is still work to be donefleaks to be detected, but the trend is going in the right
direction.

1
!

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 Apiril
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 volume.

Town of Pittsboro — This system has had issues with leaks in the past and more recently
Aqua NC 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 water. :

" 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
Agqua North Carolina, Inc.



Public Staff Beréer Rebuttal Cross Exam Exhibit 2

T/
Aqua North Carolina, Inc.
Docket No. W-218, Sub 497

Aqua North Carolina, Inc.
Public Staff Engineering Data Request No. 53

Requested by: Charles Junis Email: charles.junis@psncuc.nc.gov
Date requested:  August 10, 2018  Phone: 919-733-0891
Due date: August 15, 2018

Subiject of Data Request: Follow-up

Question 3

Q. Pertaining to EDR 10 and EDR 13, please provide an updated “ltem 10 NC Prch
Water 093017" Excel spreadsheet reconciling the unaccounted water and
normalizing the purchased water expense.

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 Lincolnton: 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 water volume
results in an increase in purchased water expense of $4,134.48.

" e City of Mount 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 water volume results in a reduction of purchased
water expense of $3,171.90.

 Iredell 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 $629.85.

« 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
$21,905.24. 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 by:
Dean Gearhart

Manager, Rates and Planning
Aqua North Carolina, Inc.



Public Staff Berger Rebuttal Cross Exam Exhibit 3
Aqua North Carolina, Inc. L / A
Docket No. W-218, Sub 497

Aqua North Carolina, Inc.
Public Staff Engineering Data Request No. 58

Requested by: Charles Junis Email: charles.junis@psncuc.nc.gov
Date requested: September 5§, 2018 Phone: 919-733-0891
Due date: ASAP

Subject 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 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 guantity 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 fo resolve this issue with the purveyor.

Prepared by:
Amanda Berger
Manager, Environmental Compliance



N

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.junis@psncuc.nc.gov
Date requested: September 5, 2018 Phone: 919-733-0881
Due date: ASAP

Subiject 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.
Docket No. W-218, Sub 497
Agua North Carolina, Inc.
Public Staff Engineering Data Request No. 58

|
1
|

Requested by: Charles Junis Email; charles.junis@psncuc.ne.gov
Date requested: September 5, 2018 Phone: 919-733-0891
Due date: ASAP

Subject of Data Request: Rebuttal Berger

Question 5

Q. On page 5, line 18, through page 6, line 7, please provide a table of the 12-
month rolling average of unaccounted for water (UJAW) 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 20186, 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. 53

Requested by: Charles Junis Email: Charles.junis@psncuc.nc.qov
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. [n addition, please provide
the Company’s plan of action to resolve the DBPs going forward.

A. 2017 Chapel Ridge Leaks -

1. 441 Parks Drive — Hydrant Leak - Identified 1/19/2017, Repaired 1-25-2017

2. 3869 Autumn Chase — Water Service Leak — Identified 1/26/2017, Repaired
1/26/2017

3. 108 Autumn Chase — Water Service Leak — Identified 2/2/2017, Repaired
212112017 .

4. 99 Golfers View — Water Service Leak - Identified 2/21/2017, Repaired
212112017

5. 382 Autumn Chase — Water Service Leak — |dentified 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 — |dentified 6/20/2017, Repaired
6/20/2017 — This is the same as the 6/28/2017. | 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

8. 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 Q1.
Communication regarding the Company's future plans are attached.

Prepared by:
Amanda Berger
Manager, Environmental Compliance
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Aqua-North Carolina, Inc.
Docket No. W-218, Sub 497

Agua North Carolina, nc.
Public Staff Engineering Data Request No. 68

———

Requested by: Charles Junis Email: charles.junis@psncuc.ne.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
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Excerpts from Amanda Berger's Recording of the August 29, 2018 Secondary Water
Quality Meeting between Agqua, the Public Staff, and the DEQ Public Water Supply
Section (PWSS)

Excerpt 1: 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, | think that makes sense
to me, to continue monthly through September, with a - - in general, | would like for
planning or budgetary purposes, | would anticipate then quarterly for the next year, and
then we'll see after that, | mean maybe you [Aqua] could start going just - - if [ - - if |
looked at the data and it supported that | could see proposing, I'm [Aqua] going to do it
annually.”

m—— ———— - = =






To: Bill Grantmyre

From: Susan Wilburn

Date: August 6, 2004

Re: Water and Wastewater Agreements

Flowers Plantation Sections I, il and llIB
Buffaloe Creek Side

Heater's total cost and the way it was distributed is as follows:

Billed to Becky Flowers 440,816
Heater's 1/2 nct billed 440,816
Heater's investment 75,000
Capitalized interest 29,618
Other payroll and overheads *41,083
Total 1,027,333

See attached schedule for very defailed b}eakdown
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