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Dear Ms. McCauley:

Pursuant to the Commission’'s February 14, 2012 Finding and Order in the
above-referenced case, please be advised that the New York State Public Service
Commission approved the transfer of all the capital stock of Aqua New York, Inc. to
American Water Works Company, Inc. on April 20, 2012 in New York Public Service
Commission Case No. 11-W-0472. Attached hereto is a copy of the Order Approving
Stock Acquisition dated April 20, 2012.

Do not hesitate to contact me with any questions or concerns. Thank you for
your assistance.
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STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

At a =zession of the Public Service
Commission held in the City of
Albany on April 12, 2012

COMMISSIONERS PRESENT:

Garry A. Brown, Chairman
Patricia L. Acampora
Maureen F. Harris

Rokbert E. Curry, Jr.
James L. Larccca

CASE 11-W-0472 - Joint Petition of Aqua Utilities, Inc., Agua
New York, Inc. and American Water Works
Company, Inc. for Approval of a Stock Purchase
Agreement under which Aqua Utilities, Inc. Will
Sell and American Water Works Company, Inc.
Will Acguire 100% of the Issued and Outstanding
Capital Stock of Aqua New York, Inc.

ORDER APPROVING STOCK ACQUISITION

{(Issued and hkffective April 20, 2012)

BY THE COMMISSTON:

By a petiticn filed on September 1, 2011, pursuant to
Public Service Law (PSL} $§8%(h), American Water Works Company,
Inc. (American Water), Aqua Utilities, Inc. (Agqua Utilities),
and Agqua New York, Inc. {(Aqua NY) (collectively, Petitioners)
seek Commission approval for American Water to acguire 100% of
the Issued and outstanding capital stock of Agqua NY, currently a
wholly-owned subsidiary of Acgua Utilities. By this order we
find that approval of the proposed acquisition in accordance
with the material terms, conditicens, and provisions of a Joint
Proposal is in the public interest. We also find, after
environmental review of the transaction in accordance with the

requirements c¢f the State Environmental Quality Review Act
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(SEQRA), that the proposed stock transfer will not have a
significant effect on the environment. In addition, this order
denies a moticn by the Willows Homeowners Asscciation, Tnc. (The

Willows) to consolidate this proceeding with Case 10-W-0652.

BACKGROUND AND PROCEDYRAL HISTORY

American Water declares thalt it is the largest
investor-owned water and wastewater utility company in the
United States. BAmcong other things, American Water already owns
Leng Island Water Corporation, d/b/a Long Island American Water
{LIAW}), which provides water service to about 74,000 customers
in Nassau County. Aqua NY, by itself and through its utility
subsidiaries, serves more than 50,000 customers in four New York
State counties: Nassau, Ulster, Washington, and Westchester.
Agqua NY has twe wholly-owned subsidiaries currently providing
water service in Nassau County: New York Water Service
Corporation (NYWS3), serving about 45,000 customers in the Towns
of Hempstead and Oyster Bay; and Aquaricn Water Company of Sea
Cliff, Inc. ({(Sea Cliff), serving about 4,300 customers in the
Town of Oyster Bay. Aqua NY itself provides water service
directly to five separate rate districts ocutside Long Island:
Cambridge, with about 475 customers in the Village of Cambridge,
Towns of Jackson and White Creek, Washington County; EKingsvale,
with about 220 customers in the Town of Ulster, Ulster County;
Dykeer, with about 120 customers in the hamlet of Lincelndale,
Town of Somers, Westchester County; Waccabuc, with about 80
customers in the Town of Lewisboro, Westchester County; and Wild
Caks, with abkout 190 customers in several developments alsc
located in Westchester County.

Under the proposed stock transfer, American Water
would ray Aqua Utilities $42.2 million for all of the stock of

Agua NY, which would then become a wholly-owned subsidiary of
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American Water. TIn addition, American Water would assume $28.8
millicn of long-term debt, current liabilities, and regulatory
and other non-current liabilities of Aqua NY. As part of the
overalil transacticn, American Water would also sell its
currently owned subsidiary, Ohic American Water Company, to Agua
Ohio Inc., for $88.6 million."*

In addition to the Peiitioners, parties to the case
are the trial staff of the Department of Public Service (Staff),
the Utility Intervention Unit of the Department of State’s
Division of Consumer Protection (UIU), the Water Authority of
Southeast Nassau County (WASENC),2 and The Willows, members of
which are customers of Aqua NY's Dykeer district.

Notice of rulemaking in this proceeding appeared in
the New York State Register on October 26, 2011. 1In addition, a
Commission notice inviting comment on the proposed acquisitiocn
issued on February 2, 2012. After a period during which the
parties engaged in some discovery, American Water filed a notice

of impending settlement negotiations on January 5, 2012. On

The Chio Public Utility Commission recently approved this
sale. Pubplic Utility Commission of Chio, Docket No.
11-5102-WS-ATR et al., American Water Works Company, Inc.,
Ohic American Water Company, and Aqua Ohic Inc. - Purchase of
Common Stock of Ohic American Water Company by Agua Ohio
Inc., Finding and Order (February 14, 2012}.

?  WASENC was created by L. 19%9%L, ch. 4921, §1 (eff. July 19,
1991), codified in Public Authorities Law §§1174-a et seq.,
to investigate and possibly take over water service in the
territory of NYWS. Althcugh created in 199%1, WASENC’s
original board decided in April 1997 to cease pursuing a
takeover, but the becard was reconstituted in 2010.
http://www.wasenc.org. Correspondence in this case indicates
that WASENC only earlier this year obtained funding toward a
study of the feasibility of a takeover.

—-3-
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February 8, 2012, The Willows filed its motion to consolidate
this proceeding with Case 10-W-0652.°

On February 14, 2012, American Water, Aqua Utilities,
Aqua NY, Staff, and UIU submitted a Joint Propcsal intended to
resolve all issues in this proceeding (Joint Proposal).® Notice
inviting comments con the Joint Froposal issued February 15,
2012. That notice was alsc published in Newsday, Nassau County
edition, on February 17, 2012, covering Agqua NY’'s subsidiaries’
service areas on Long Island, while the same notice was mailed
directly to Agua NY’'s customers in upstate counties for delivery
on the same date. BAmerican Water, Agqua Utilities and Acgua NY
jointly (Agua Utilities/Agua NY), Staff, and UIU submitted
statements in support of the Joint Proposal on February 22,
2012, while The Willows submitted a statement in opposition on
the same date. The pericod for receipt of public comments closed

February 24, 2012.

SUMMARY OF COMMENTS RECEIVED

&bout 135 perscons and organizations submitted comments
on the proposed acquisition and the Joint Proposal. More than
90 of thcese comments came from customers on Leng Lsland who
consider Aqua NY rates too high and urge the Commission not to
approve American Water’s acquisition of Aqua NY pending
completion of WASENC’s study cf the feasibility of taking over

NYWS’ s water supply system.5 Nassau County Legislator Dave

3 Case 10-W-0652, Agqua New York, Inc. — Petition to Reduce
Rates and Regquire Compliance with Merger Order. A decision
on The Willows’ December 20, 2012, petiticn for rehearing of
our Order Resolving Complaint {(issued November 21,

2011} (Willows Complaint Order) in that case remains pending.

A copy of the Joint Proposal is attached to this order as
Attachment I.

See supra n. 2.
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Denenberg also wrote expressing concern over the potential
impact of the proposed transaction on a possible future WASENC
takeover. The East Bay Civic Associaticn, TInc. opined that the
proposed stock transfer might involve transaction costs that
would make a future WASENC purchase cof the NYWS supply system
more expensive. New York State Senator Charles J. Fuschillo,
Jr. and Assembcly Member David G. McDonough sent a letter jointly
expressing thelr concerns over high rates of Agua NY, whether
there will be any savings resulting from consolidated operations
of the proposed new American Water system on Long Island, and,
if so, what percentage of the savings will be passed on to
customers.

The Town of Somers, Westchester County, and about 30
customers 1n Agqua NY's Dykeer district commented that we should
not approve any transfer of Agqua NY to American Water until we
have resolved an issue concerning the proper level of rate base
related toc capital expenditures in the Dykeer district, which
The Willows is challenging through its petition for rehearing of
the Willows Complaint Order. Several other commenters opposed
the proposed transfer saying that Agqua NY’s rates are too high.
One opposed transfer on the ground that Aqua NY’'s water was not
safe, without providing any detail. Two others suggested that
the company was dragging its feet on installing ultraviolet
treatment units on supply wells for Agqua NY's Wild Oaks
district; and that the Commissicn should not approve the
preposed American Water purchase or any related rate increase
until this issue is resolved. One commenter supported the

proposed stock transfer.

ENVIRONMENTAL QUALITY REVIEW

Under the State Environmental Quality Review Act

(SEQRA), Article 8 of the Environmental Conservation Law, and

—F-
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relevant implementing regulations (6 NYCRR Part 617 and 1€ NYCRR
Part 7), we must determine whether the proposed transfer will
have a significant impact on the envirconment. The proposed
action reguests apprcval of transfer of all of the capital stock
of Aqua WY to American Water. Because the proposed action does
not meet the definitions of Type I or Type 11 actions contained
in 6 NYCRR §§617.4 and 617.5 and 16 NYCRR §7.2, it is classified
as an “unlisted” action for SEQRA review. Consistent with

6 NYCRR §617.6(a) (3), American Water submitted a completed
short-form environmental assessment form (EAF) describing and
disclosing the likely impacts of the proposed action. Other
than our approval, no cther State or leocal permits or approvals
are required. Thus, a coecrdinated review under SEQRA is not
needed. The Commission 1s the appropriate agency for lead
agency status under SEQRA to conduct the environmental
assessment.

From a review of the EAF and the petition, and based
upon the criteria for determining significance listed in & NYCRR
§617.7(c), we find that American Water’s acguisition of all of
the outstanding stock of Aqua NY will result in no adverse
changes to the operation or configuration of Agua NY’s water
systems’ production or distribution facilities or other water
company assets, including those of NYWS and Sea Cliff. We
therefore determine as lead agency that the proposed stock
transfer to American Water will not have a significant impact on
the envirconment and we make a negative declaration pursuant to
SEQRA. Because nc significant adverse envircnmental impacts
have been identified, a public notice requesting comments is not
needed and will not be issued. Part 2 of the EAF has been
completed and the EAF will be retained in the Commission’s
files. A Notice of Determination of Non~Significance for this

unlisted action is attached to this order as Attachment IT.

-
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TERMS OF THE JOINT PROPOSAL, SUMMARY OF PARTIES’ COMMENTS, AND
DISCUSSION OF TERMS

1. Approval of Joint Proposal in Case 11-W-0200

On November 28, 2011, LIAW, Staff, and UIU submitted &
Jeint Proposal in Case 11-W-0200, the LIAW rate case, intended
to resclve all issues in that proceeding {(LIAW Rate JP). The
terms of the LIAW Rate JP provided for a comprehensive three-
year rate plan. Among cother things, the revenue requirement
reflected under the LIAW JP recognized synergy savings of akout
5901,000 over the course cof the rate plan as a result of
American Water’s acquiring Aqua NY, which would inure to the
benefit of LIAW ratepayers. American Water’s agreement to the
Joint Proposal in this proceeding is expressly conditioned on
the Commission making no material change to the terms of the
LIAW Rate JP, particularly with regard to the rate plan or
synergy savings. The parties to the Joint Proposal before us in
this case agree that they consider the level of synergy savings
set forth in the LIAW Rate JP to e appropriate, requiring no
further adjustment here. At our March 15, 2012 session, we
found the LIAW Rate JP in the public interest and approved it
with no material changes, in particulsr with respect to the rate
rlan or the projected synergy savings recognized in the revenue
requirement.6 Thug, our action on the LIAW Rate JP in Case
11-W-0200 does not affect American Water’s agreement to the

Joint Proposal in this proceeding.

Case 11-W-0200, TLong Island Water Corporation d/b/a Long
Island American Water - Water Rates, “Order Determining
Revenue Requirement and Rate Design” (issusd March 20,
2012 (LIAW Rate Order).
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2. Rate Increase Moratorium

Rate increments for the third year of a three-year
rate plan for NYWS went into effect on February 6, 2012,7 and
NYWS would be free to file for a rate increase to go into effect
early in 2013. Agqua WY could file at any Lime now for new rates
tor its Sea Cliff subsidiary or the service districts it serves
directly, which, if approved, could also go into effect early
next year. Under the prcvisions of the Jeint Propesal, American
Water would be precluded from filing for rate increases for
NYWS, Sea Cliff, or Agqua NY until April 2014, for rates that
would become effective no earlier than April 1, 2015. That is
the same date when new rates could first become effective for
LIAW after the expiration of the three-year rate plan we
approved in the LIAW Rate Order. Thus, the Joint Proposal here
would guarantee customers of NYWS, Sea Cliff, and Agua NY's
upstate service districts an additional two-year periocd without
rate increases beyond what otherwise could prevail.8 Supporters

of the Joint Proposal maintain that this moratorium clearly

7 Case 09-W-0237, New York Water Service Corp. - Water Rates,
Order Establishing Three-Yesar Rate Plan (issued
January 29, 2010) (2010 NYWS Rate Order).

The Willows erroneously suggests that approval of the Joint
Proposal would result in a “rate freeze” thal would harm its
members, customers of the Dykeer district, by locking in
unreasonably high rates for them and precluding the relief
its petition for rehearing of the Willows Complaint Order
seeks. The Willows’ Statement in Opposition, pp. 2-5. The
proposed moratorium would, in fact, ensure that Dykeer
customers would be protected against rate increases Aqua NY
might ctherwise seek over the period it remains in effect--a
benefit for The Willows members. The moratorium would in no
way interfere with our power to require a rate decrease or a
rate refund for Dykeer customers, 1f we decide such a result
just and reasonable when we act on the pending petition for
rehearing in Case 10-W-0652. Thus, the proposed moratorium
poses no prospect of harm to The Willows members.

_8_
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provides substantial positive benefits to customers of Aqua NY

and 1ts subsidiaries, and we agree.

3. Consclidated Rates

The Joint Proposal commits American Water, once the
rate increase moratorium expires, to consider establishing and
proposing consolidated, uniform rates for the same rate
classifications for customers of all its subsidiary territories
-— LIAW, NYWS, Sea Cliff, and Agua NY’'s five upstate districts
(or any merged cor consolidated territories that might then be in
effect). Any rate filings for the operating utilities would
have to include schedules demcnstrating revenue requirements con
individual system bases as well as a consclidated basis. We
would be free Lo decide whether to continue individual system
rates or consclidated, unifeorm rates for all of American Water’s
subsidiary companies and districts. Any rate filing also would
have to include conversion to monthly billing and elimination of
the currently applicable minimum uzage allowances for NYWS and
Sea Cliff.

Staff states that this provision anticipates the
integration of resources and potential resulting savings to
consumers from common ownership of LIAW and the several Aqua NY
companies and districts. UIU suggests that, because current
rates for Aqua NY’'s upstate customers are substantially higher
than those for NYWS and LIAW customers, consolidated rates would
benefit customers of the small, higher rate upstate service
areas without materially affecting those in the larger, lower
rate areas in Nassau County. Staff adds that the Joint Proposal
recognizes our authority to make the determination of whether
consolidated rates should be instituted for the involved
cperating ccmpanies, but guarantees we will have the information

necessary te make a reasoned decision on the issue.

o
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We concur that, given the characteristics of the
service areas involwved here, the consolidated rates information
requirement hclds the potential for additicnal positive consumer
benefit, with no significant downside risk of detriment to othexr
customers from the mere provision of that information for our
consideration. In addition, we find that conversion to more
frequent, menthly billing and eliminaticon of minimum usage
billing for NYWS and Sea Cliff would provide positive benefits

for customers of those operating utilities.

4, Revenue, Production Cost, and Property Tax Reconciliations

The Jcint Propcsal provides that NYWS's existing
revenue and production cost reconciliation mechanism established
in Case (09-W-0237 would continue in operation through the rate
moratorium, and beyond if NYWS decides voluntarily not to file
for rate relief tc be effective by April 1, 2015. For Sea
Cliff, a new revenue and producticn cost reconciliation
mechanism would be instituted, as part of an overall revenue,
producticn cost, and property tax reconciliation clause, based
on the same principles as the similar mechanism that has been in
effect for LIAW under its prior rate plan and was continued
under the LIAW Rate Order.

The Joint Proposal here also includes provisions for
the property tax level for Rate Year 3 of NYWS's current rate
rplan to continue to apply for purposes of its property tax
reconciliation clause during the rate moratorium period and
potentially beyond. A new property tax reconciliation mechanism
for Sea Cliff would be established as part of the revenue,
production cost, and property tax reconciliation clause
mentioned above. Under the property tax mechanisms, in the
cases of both NYWS and Sea Cliff, the company would absorb 15%

of any property tax variance above the established target level.

_10_
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In the case of a variance below the target level for either NYWS
or Sea Cliff, the company’s customers would receive 100% of the
variance as the default conditicon. Tf the company could
successfully demonstrate that the property tax reduction was the
direct result of its efforts, however, the company would be
allowed Lo retain a 15% share of the variance. Any customer
share of a wvariance, whether increase or reduction, would be
deferred for recovery from or pass back to customers in the next
12 months through the revenue, production cost, and property tax
reconciliation clause.

Staff notes that the revenue and production cost
reconciliation mechanisms would help to ensure the operating
companies’ financial integrity during the moratorium period.
American Water cbserves that the revenue reconciliaticn
provisions alsc would help protect consumers against weather
vagaries influencing water ccensumption. We agree that the
property tax reconciliaticn provisions would, as Joint Proposal
supporters maintain, provide incentive for the companies to seek
to hold down increases or obtain reductions in property taxes,
which would produce customer benefits. In addition, we find
that, as Staff contends, the reccnciliation provisions in the
Joint Prepesal will help maintain the operating utilities’
financial integrity during the rate increase moratorium and,

thus, their ability to provide safe and adeguate service.

5. Farnings Sharing

The Joint Proposal provides for an earnings sharing
mechanism for each of the operating companies that American
Water would acguire. For NYWS, the new mechanism proffered in
the Joint Proposal would become effective and replace the extant
earnings sharing mechanism at the end of the current rate plan

on January 31, 2013. For the other operating companies, the

-11-
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mechanism would become effective upen completion of American
Water’s purchase of Aqua NY stock. Under the Joint Proposal’s
earnings sharing provisions, the operating companies would
retain 100% of earnings for an achieved return on egquity (ROE)
of 10.2% or less. Achieved earnings above the 10.2% ROE level
would ke shared equally between the operating company and its
customers. The earnings sharing mechanism for each of the
acquired operating companies would continue until the particular
company’s rates are reset in a rate case.

In analyzing the reasonability of the earnings sharing
mechanism, Staff maintains that the proposed 50%-50% sharing
between company and custemers is typical for savings from
consolidations. Staff contends that the acquisition will
eventually precduce savings through consolidation of the several
companies’ resources, but that predicting when and where the
savings will occur is difficult. It declares that the earnings
sharing mechanism helps ensure that any significant over-
earnings due to consolidation savings or synergies (not
otherwise accounted for in the synergy savings recognized in the
LIAW Rate Crder) will be captured and shared with customers.
American Water and Aqua Utilities/Agua NY agree. We find that
the proposed earnings sharing mechanisms are reasonakle and
constitute a positive benefit for customers of NYWS, Sea Cliff,

and Aqua NY.

6. Capital Improvements

a. Cambridge System Imprcvement Charge

Aqua NY currently has a System Improvement Charge
(3IC) mechanism in place for its Cambridge district. The SIC is
intended to provide for a new storage tank and related main
improvements that have not yet been implemented. Under the

Joint Propesal this SIC would remain in place to allow funding

-12-
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if the company determines tThe tank and mains are needed before
the rate moratorium expires in 2015. This provisicn appears
reasonable as a precaution to provide for continued safe and

adequate water service to Cambridge customers.

b. NYWS Distribution System Tmprovements

The order establishing NYWS’s current three-year rate
plan included the cost of 2 new storage tank, expected to
increase pressure on a large portion of its system, in rate base
and base rates effective January 1, 2012. If the tank was not
in service by that date, NYWS was required to establish a
deferred credit for customers of $685 for each subsequent day
that the actual in-service date slipped.® That tank has not been
placed in service. Under the Joint Proposal here, the deferral
requirement from the 2010 NYWS Rate COrder would be superseded.
Instead, NYWS would be required to make capital improvements
during Rate Year 3, which commenced February 6, 2012, amounting
te $4.9 million, including $901,000 added to rate base under the
2010 NYWS Rate Order. For any shortfall from the $4.9% million
in capital expenditures fcor Rate Year 3, the Joint Propcsal here
would regquire NYWS to record a regulatory liability for the
revenue redquirement impact of the under-spending. As Staff
asserts, this element of the Joint Proposal would thus help
ensure additional capital improvements to the water supply
system That would confer positive benefits on NYWS consumers.
The deferral provision both obviates any incentive NYWS might
otherwise have to defer those system improvements and protects
ratepayers in the event of any shortfall in regquired NYWS

capital spending.

® 2010 NYWS Rate Order, Attachment I, pp. 8-9.

_13_
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c. Capital Expenditure Plans

The Joint Proposal includes a requirement for American
Water to file, after one year cof operating the companies it
would acquire,10 an engineering analysis of infrastructure needs
for each service territory of those companies —-- NYWS, Sea
Cliff, and the Cambridge, Dykeer, Kingsvale, Waccabuc, and Wild
Caks districts. The analysis must take the form of a five-year
capital expenditure plan for each separate service area, for use
as a guide and reference in rate cases, with recommendations for
future capital projects, priocritized on the basis of need and
importance. Staff declares that this provision would provide
transparency to customers and make information available to them
concerning the strategy for addressing each system’s needs. We
find that this requirement would be beneficial in establishing a
comprehensive, coordinated capital plan imgportant to maintain

gafe and adequate service in esach service area,

7. Billing Changes to Tariffs

NYWS and Sea Cliff currently bill their meter charges
in advance. Pursuant to the provisions of the Joint FProposal,
that advance killing would be eliminated and both meter and
consumption charges billed to those companies’ customers in
arrears going forward. For the first billing after the
acquisition for each NYWS and Sea Cliff customer, then, the.bill
would not include a meter charge, because the customer would
have already paid that charge in its last prior bill. The Joint
Proposal includes revised tariff leaves reflecting these changes

in meter charge billings for NYWS and Sea Cliff, as well as

® We gonstrue this provision as requiring submission of the

plan on the date one year from the date of completion of
American Water’s purchase of the Agua NY stock.

-14-
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revisions for ail Agua NY operating subsidiaries and service

districts to bill in rate increments per 100 gallons.'

8. Sea Cliff 2007-2008 Over-Farnings

Sea Cliff had overearnings during the period May 2007
through December 2008. The customer share, including interest
accrued through December 31, 2011, amcunts to $239,000. The
Joint Proposal would require Sea Cliff to book a deferred credit
in that amount before the proposed acquisiticn is completed.

The deferred credit, including additional interest accruing from
January 1, 2012, would be used to help cffset any surcharges in
Sea Cliff’s annual filing related to the Property Tax

Reconciliation mechanism.

9. Renaming and Merger of Companies

The Joint Proposal would recognize discretion in
American Water, after acquiring the Agua NY stock, to change the
names of Aqua NY and its subsidiaries to names reflecting the
new American Water ownership. Additional language in the Joint
Proposal, would have permitted American Water to merge Aqua NY,
NYWS, and Sea Cliff into a single American Water subsidiary.
American Water, Aqua NY, and Staff all indicate in their
statements in support, however, that the latter provision was an
artifact of an earlier draft of the Joint Proposal, cone that was
supposed tc be removed from, but inadvertently remained in, the
final signed document. All agree that this merger language
should not be included in any approval of the Joint Proposal.
Although we find the renaming provisicn reascnable, we concur
that granting pre-approval to a merger of the companies would
not be acceptable and we will ncet approve that element of tChe

Joint Prcposal.

1 gee Appendix B of the Joint Proposal.
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10. Affiliate Services and Inter-company Agreements

Agua NY, NYWS, and Sea Cliff all currently obtain
services from Aqua America and its subsidiaries. Upon transfer
of the Agqua NY stock to American Water, these three operating
water companies will begin receiving those services from
American Water affiliates. PSL §110(3), however, demands that
agreements with affiliates be filed with the Commission before
they can become effective. In order to provide adeguate time
for American Water and the companies being acquired to complete
new agreements, the Joint Proposal would require the new
agreements to be filed within 60 to %0 days after the stock
purchase transaction c¢loses. In the interim, the Lerms of the
Joint Proposal would provide authorization for American Water
affiliates to supply and charge for services to the acquired
companies pending filing of the new agreements. We find this

aspect of the Joint Proposal reascnable.

11. Closing Journal Entries

The Joint Proposal would require American Water to
file the journal entries for Agua NY, NYWS, and Sea Cliff within
60 days after the completion of American Water’s purchase of
Agqua NY’'s steck. The filing would have fTo include the proposed
regulatory treatment of pensions and other pcost-employment
benefits with regard to the transfer in ownership from Aqua
Utilities to American Water. The Joint Proposal reflects the
proposed delegation of authority to review and approve the
filing to the Department of Public Service’s Director of
Accounting and Finance. We find these provisions reasonable and

will approve them.
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12. Goodwill

Under the terms of the Joint Proposal, nc additional
goodwill would be allowed on the bocks of American Water or any
of its new affiliates in New York as a result of the proposed
transaction. Goodwill currently on the books of Agqua NY would
remain unchanged. The Joint Proposal recognizes that goodwill
and transaction costs must be excluded from rate base, expenses,
and capitalization in determining Aqua NY, NYWS, or Sea Cliff
rates and earned returns for New York regulatory reporting
purposes. We find these provisions are just and reasonable for

protection of ratepayer interests.

13. Relocation of Books and Records

The Jecint Proposal would permit the books and records
of Agua NY, NYWS, and Sea Cliff to be relocated to the offices
of American Water Works Service Company’s Shared Service Center
in Cherry Hill, New Jersey. Additional provisions, comparable
to those that applied in the case of American Water’s
acquisition of LIAW, impcse conditicns that would ensure
Department of Public Service staff timely access to those books
and records and assistance that might be needed in interpreting
and understanding them. Our approval would be necessary for any
further future relocation of tThe books and records. We find
that these provisions reasonably balance the interests of
efficiency and the need for timely regulatory access to the

books and records of the regulated companies.

14. ILegislative, Regulatory, or Other Governmental Actions

The Jecint Proposal includes a provision for Aqua NY,
NYWS, or Sea Cliff to provide notice te the Commission of any
law, rule, regulation, order, or other federal, State, cr local

requirement that would cause it Lo experience an annual revenue
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requirement impact greater than our materiality threshold for
deferral accounting (i.e., 5% of net income available to common
shareholders). In that case the affected ceompany could
petition, or we could take acticn at cur own instance, to
raguire deferral of the revenue requirement impact of the event.
Regulatory asset deferral, however, would not be authorized if
the operating company’s ROE exceeded 10.2%, except for NYWS in
the third year of its currently effective rate plan, when the
11.5% ROE authorized under that rate plan would provide the
limit. We find that, as Staff suggests, these provisions
reascnabkly protect the companies and their ratepayers from

material financial impacts of governmental actions.

15. Other Provisions

The Joint Proposal includes a provision reserxrving
Cemmission autherity to act and the regulated companies to
petition for relief in the event of unforeseen circumstances
that affect the justness and reascnability of rates or earnings
or threaten the ability of one of the companies tc provide safe
and adequate service at just and reasconable rates. That
reservation is itself reasonable and we will approve it. The
remaining provisions of the Joint Proposal -- sections I, 11,
I1T, ¥, and XI -- simply describe the nature cf the proposed
transaction and involved entities, the parties, and the
procedural history of the proceeding and settlement
negotiations; or affect only the interests of the signatories
vis-a-vis each other or urge us to adopt the Joint Proposal. It
is unnecessary for us Lo take action on those elements of the

Joint Proposal and thus we nelither approve nor disapprove them.
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THE WILLOWS’ CONSOLIDATICN MOTION AND OPPOSTTION TG JOINT
PROPOSAL

As noted earlier, The Willows has an extant motion to

consolidate this proceeding with Case 10-W-0652, in which The
Willows has a petition for rehearing of the Willows Complaint
Order pending. The gravamen of The Willows’ motion to
censolidate is essentially the same as that on which it bases
its opposition to the Joint Proposal. In seeking rehearing, The
Willows maintains that the Commission erred in the Willows
Complaint COrder by failing to reduce the rate base of Aqua NY's
Dykeer district water system sufficiently, resulting in
overcharges That warrant refunds to The Willows and other
customers c¢f the Dykeer district. In its consolidation moticn
The Willows essentially argues that if a “merger” goes forward
in this case bhefore the rehearing in Case 10-W-06&52 is
addressed, its members will be irreparably harmed because it
will no longer be peossible to grant refund relief for the rate
base correction it insists must be made in Case 10-W-0652.%% 1In
cpposition teo the Joint Proposal, The Willows argues that its
intent is not to delay the “mercger,” but to “make sure that Aqua
New York remains subject to PSC jurisdiction so that the
customers will be able to receive a refund from the company that
initiated the overcharges in the first place.”!® The Willows
mgintains that “[c]lnce the merger is completed, Aqua will have
no presence in New York and will ke beyond the reach of the
Commission’s jurisdiction.”

The Willows’ Statement in Opposition seeks, in the

alternative, to have any approval of the transaction before us

2 cases 10-W-0652 and 11-W-0472, The Willows’ Motion to
Consolidate (filed February 8, 2012), pp. 3-4.

13 The Willows’ Statement in Opposition, p. 4.

¥ 1d., p. 5.
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here conditicned on payment of a minimum refund of $485.75 to
each Dykeer customer and acknowledgment by American Water that
it has potential liability feor a larger refund if, after this
transaction is consummated, we grant all the relief The Willows
seeks on rehearing in Case 10-W-0652.%°

The Willows’ belief that approval of the proposed
transaction here before action on its petition for rehearing in
Case 10-W-0652 will prejudice its members’ ability to obtain the
relief sought in the petition for rehearing is fundamentally
flawed. Approval of the transaction at issue here will result
only in the transfer of all outstanding stock of Agqua NY from
Agua Utilities to American Water. Aqua NY, the operating
regulated water-works utility whose rate base and rates are the
focus of the rehearing relief The Willows seeks in Case
10-W-0652, will remain here in New York, fully subject to the
Commissicn’s regulatory authority over water-works companies
under Article 4-B of the Public Service Law. When it signed the
purchase agreement with Agua Utilities for Agua NY stock,
American Water was fully aware of the pendency of Case 10-W-0652
and the relief The Willows seeks in that proceeding.'® With full
knowledge of the sxtent of any exposure it might have, American
Water will take the Aqua NY stock subiect te the impact on Aqua
NY and American Water itself of any relief we might ultimately

1 UIu's statement in support of the Joint Proposal also

recommends that we condition approval of the proposed stock
transfer on “reimbursement to the Willows’ customers of the
overcharges they paid,” even thcocugh UILU executed the Joint
Proposal with no such condition,

** gSee Exhibit D, Stock Purchase Agreement (dated July 8, 20113,
Disclosure Schedule, Section 3.2(h), attached to the
Petiticners’ petition initiating this proceeding.

-20-



CASE 11-wW-0472

provide when we act on The Willows’ petition for rehearing in
Case 10-W-0652.%

Thus, our approval c¢f the Joint Proposal by this
order, prior to action on that petition for rehearing, will in
no way prejudice the outcome of the petitien for rehearing ox
the positicon of The Willows there with respect to Aqua NY's rate
base, rates, or liability for refunds tc Dykeer district
customers. The issues The Willows raise are neither relevant
nor material to the basic question in this proceeding: whether
the proposed transfer of Agqua NY stock from Aqua Utilities to
American Water iz in the public interest. No useful purpose
would be served by consolidating this proceeding with Case
10-W-0652 or otherwise delaying a decision in this proceeding
until we act on the petition for rehearing. Accordingly, we
deny The Willows’ moticn for consolidation and also find that
The Willows’ opposition to approval of the Joint Proposal is not

well taken.

DISCUSSION OF PUBLIC COMMENTS

By far the greatest number cf comments in this case
opposed the transaction at issue on the ground that it might
adversely affect the outcome of WASENC's eventual decision,
after completing its feasibility study, on whether to take over
the NYWS water supply system. WASENC itself, however, is a
party to this proceeding, participated in settlement
negotiations, and had an opportunity to file a statement in

opposition to the Joint Proposal 1f it considered that approval

Y As Administrative Law Judge Epstein recently noted in denying

a discovery motion by The Willows, the magnitude of the
amount at issue in Case 10-W-0652 is but one half of 1% of
the $42.2 million wvalue of the stock transaction bhefore us
here, too insignificant to affect our judgment of the public
interest criterion under PSTL §8%(h). Case 11-W-0472,
Procedural Ruling (issued February 22, 2012), pp. 8-9.

21—



CASE 11-w-0472

of the Joint Proposal would have a significant adverse effect on
its interests in a potential future takeover of NYWS. WASENC
has not opposed the Joint Proposal. HNothing in the record here
suggesis that approval of the subject stock transfer would have
such an effect. We conclude that approval of the Joint Froposal
will not have a significant adverse effect on WASENC’'s future
ability to take over NYW3's system.

Senator Fuschillo and Assembly Member McDonagh
expressed concern over rate levels and whether there would be
savings from cecnscelidation of operations on Long Island and what
percentage of those savings would be passed on to customers. As
noted above, the Joint Proposal in this case is tied to a
separate Jjoint proposal that we approved in the LIAW Rate Order,
under which $901,000 in projected synergy savings are being
vassed on to its customers on Long Island. The Joint Proposal
here also recognizes that additional, currently unguantifiable
savings from conscolidated operations might be realized by Aqua
NY, NYWS, and Sea Cliff. The earnings sharing provisions of the
Joint Proposal would capture any significant cover-earnings
resulting from savings or synergies flowing from any
consolidation of operations with American Water’s existing LIAW
subsidiary. In addition, the Joint Proposal not only entails no
raigse in rates to Long Island consumers, but ensures rates to
customers of NYWS and Sea Cliff will be locked in at current
levels for an additiconal two years beyond what otherwise could
prevall. These provisicns of the Joint Propesal here and the
LIAW Rate Order should also help to alleviate concerns of those
commenters complaining about the level of Agua NY's rates.

Just over 20% c¢f the comments opposing approval of the
proposed transaction came from customers of the Dykeer district
system. Those commenters base their opposition on the same

grounds as The Willows’” motion to consclidate and its statement
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in opposition to the Joint Preposal; i.e., that we should not
approve the proposed stock transfer before we act on the pending
rehearing petition in Case 10-W-0652. We have already discussed
that position sufficiently above and have rejected it.

Finally, advisory staff of the Department of Public
Service have locked into the concern raised by commenters with
regard to installation of twe ultraviclet treatment units on
supply wells for Aqua NY's Wild Oaks district. They repcrt that
the units required by the Westchester County Environmental
Quality Bureau have now been installed, inspected, and placed in
operation. In any event, our approval of transfer of Agua NY
stock to American Water will in no way adversely affect our
power to address any issue involving the provision of safe and

adequate service going forward.

CONFORMANCE WITH SETTLEMENT GUIDELINES AND THE PUBLIC INTEREST

Under cur settlement guidelineslB and P3ST, §89(h), we
must find that approval of the proposed stock transfer in
accordance with the prcvisions of the Joint Propesal is in the
public interest. In weighing that question the Settlement
Guidelines more specifically contemplate development of a record
where settflement opponents have had an opportunity to make an
evidentiary case on relevant, material issues. The record
should also demonstrate a balance amcng protecting ratepayers,
fairness to investors, and the long-term viability of the
utility; consistency with sound environmental, social, and
economic policies of the Commission and the State; and results
within the range of reasonable results likely from a litigated

proceeding. The Settlement Guidelines also envision

¥ Case 90-M-0255 et al., Settlement Procedures, Opinion 92-2
(issued March 24, 19982}, Appendix B (Settlement Guidelines).
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consideration of whether the settlement reflects agreement among
normally adversarial parties.®”

In this case, The Willows is the sole cpponent of the
Joint Proposal. The only issues The Willows has sought to
develop on the record relate to issues that were decided in the
Willows Complaint Order and that are the subject of The Willows’
pending petition for rehearing. Althcugh The Willows socught
discovery of certain information related to those issues,
Administrative Law Judge Epstein properly denied its moticn to
compel because its discovery requests were neither relevant nor

% We find that the record

material to the issues in this case.”
develcped in this proceeding complies with the provisions of the
Settlement Guidelines.

Next, we agree with Staff that the Joint Proposal is
consistent with our goal of consolidating smaller water
companies intc larger entities to improve both service,
benefiting consumers, and financial viability, benefiting both

consumers and the water companies serving them. **

Approval of
the proposed acquisition will combine the mocre than 50, 000-
customer systems of Agqua NY with the approximately 74,000-
customer system of LIAW under a single parent, American Water.
The record here indicates that American Water is the largest
investor-owned water and waste-water company in the United
States, with extensive technical expertise and substantial
financial strength. In addition, as ncted earlier, the proposed

stock acquisition would nct have a significant effect on the

environment, and is thus consistent with State environmental

1 settlement Guidelines, Pp. 5-8.

20 gee supra n. 17.

2l Case 93-W-0962, Acguisition and Merger of Small Utilities,
Statement of Pclicy on Acquisition Incentive Mechanisms for
Small Water Companies (issued August 8, 1994).
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policy. Nor is there any indication in the record of any way in

which the provisions of the Joint Proposal would ke inconsistent

with any other soccial or economic policies of the State or the

Commission.

The proposed acqguisition, as reflected in the Joint

Propocsal, would provide significant tangibkle and intangible

positive benefits for consumers, including:

the two-year meratorium on rate increases, beyond what
would otherwise be possible, for customers of NYWS, Sea
Cliff, and Agua NY's five districts;

future conversion to monthly killing and elimination of

minimum usage billing for NYWS and Sea Cliff customers;

the potential for future consolidation of rates among
American Water operating subsidiaries that would
substantially reduce rates for upstate Agqua NY customers,
without significantly affecting those of NYWS, Sea Cliff,
and LIAW;

reconciliation mechanisms that would give the operating
utilities incentives to hold down increases or obtain
reductions in property taxes, with all or the lion’s share
of reductions inuring to the benefit of ratepayers;
earnings sharing mechanisms that will help to capture for
customers half of any significant over-earnings flowing
from consclidation savings and synergies;

additional regquired capital expenditures on the NYWS
system, with reconciliation protecticn in the event of any
under-spending;

improved capital expenditure planning and transparency; and
elimination of advanced meter charge billing for NYWS and

Sea Cliff customers; and conversion to rate increments per

—-25-
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100 gallons for NYWS, Sea Cliff, and all of Agqua NY’'s own
operating districts.
The Jcoint Propesal’s terms also would provide important benefits
to American Water and the long-term viability of the operating
companies in which it will invest through the proposed stock
purchase, including:
e revenue and producticn cost recenciliation measures that
will help to ensure financial integrity of the operating

utilities during the rate moratorium period;

e property tax reconciliaticn mechanisms providing the
operating utilities an opportunity to share in gavings from
tax reductions they obtain thrcugh their cwn efforts;

¢ ecarnings sharing mechanisms that provide an incentive to
gain from cost savings and synergies;

¢ permission for American Water to consolidate books and
records of Agua NY, NYWS, and Sea Cliff at its Shared
Service Center in New Jersey.

Thus, we find that the provisions of the Joint Proposal
reasonably balance the interests of ratepayers, investors, and
the long-term viability of Agua NY, NYWS, and Sea Cliff.

The Joint Proposal’s provisions also fall within the
range of reasonable results likely from a litigated proceeding.
Neither an unconditional approval nor a denial of the petition
here appears on this record tc have been a reasonable likely
outcome if the case had been litigated. Rather, the likely
outcome would have been an approval conditioned on various
terms. Some of those outcomes might have been more favorable to
ratepayers than the Joint Proposal; some might have been more
favorable to investors and the cperating utilities involved. &s
we have found, the Joint Proposal reasonably balances those
interests and thus we also find it to be within the range of

reasonable results likely from a litigated proceeding. Finally,

_26_



CASE 11-W-0472

we note that Staff and UIU are parties normally adversarial to
the cperating utility companies and their parents in this
proceeding, and all support the Joint Proposal,

For these reasons, we find that the Joint Proposal
meets cur Settlement Guidelines and, except as otherwise noted
in this order, approval of its operative provisions is in the

public interest.

CONCLUSION

F'or the reasons set forth above, pursuant to
PSL $89%(h) we conclude that approval of the operative provisions
of the Joint Proposal, except the second sentence of Section VI,
and American Water’s proposed purchase of all of the issued and
outstanding stock of Agqua NY from Agqua Utilities is in the

public interest.

The Commission orders:

1. Except for Sections I, II, III, X, and XI and the
second sentence of Secticn VI, the terms, provisions, and
conditions of the Jeint Proposal filed in Case 11-W-0472 on
February 14, 2012, and attached as Attachment I {Joint Proposal)
are approved in accordance with the provisions of this order and
incorporated as part of this order.

2. (a) Agua New York, Inc., Aquarion Water Company of Sea
Ciiff, Inc., and New York Water Service Corporation are each
directed to file, on not less than one day's notice, to take
effect on April 30, 2012, those tariff amendments necessary to
effectuate the tariff provisions approved by this cxder, as
contained in Appendix B of the Joint Proposal.

{b) The requirements cof Public Service Law $89-c({10)
and 16 NYCRR $720-8.1 that newspaper publication be completed

before the effective date of the amendments are waived with
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respect Lo ordering clause 2({a) above, provided, however, that
Agua Wew York, Inc., Aquarion Water Company of Sea Cliff, Inc.,
and New York Water Service Corporaticn shall each file with the
Commission's Secretary, no later than six weeks following the
effective date of the tariff amendments filed in accordance with
ordering clause Z(a), proof that a notice to the public of the
changes proposed by the amendments and their effective date has
been published once a week for four consecutive weeks in
newspapers having general circulaticon in the respective
company’s service territories.

3. The Secretary may extend any compliance deadline
established under the terms, provisions, or conditions of this
order, including those of the Jcint Proposal approved and
incorporated in it, for good cause.

4. This proceeding is continued, but shali be closed by
the Secretary as soon as the compliance filings have been
completed, unless the Secretary finds good cause Lo continue it

further.

By the Commission,

Fastyn o7 Britting

Digitally Signed by Secictary
New Yark Public Sarvice Gommisslon

(STGNED) JACLYN A. BRILLING
Secretary

Attachment I
Attachment IT
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STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

Case 11-W-0472:  Joint Petition, pursuant to Public Service Law Section 89-h, by
AQUA UTILITIES, INC., AQUA NEW YORK, INC. and
AMERICAN WATER WORKS COMPANY, INC. for Approval
of a Stock Purchase Agreement under which Aqua Utilities, Inc.
will sell and American Water Works Company, Inc. will acquire
100% of the issued and outstanding capital stock of Aqua New
York, Inc.

JOINT PROPOSAL FOR APPROVAL OF ACQUISITION BY AMERICAN
WATER WORKS COMPANY, INC. OF AQUA NEW YORK, INC,

Dated: February 9, 2012
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STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

Case 11-W-0472:  Joint Petition, pursuant to Public Service Law Section 89-h, by
AQUA UTILITIES, INC., AQUA NEW YORK, INC. and
AMERICAN WATER WORKS COMPANY, INC. for Approval
of a Stock Purchase Agreement under which Aqua Utilities, Inc.
will sell and American Water Works Company, Inc. will acquire
100% of the issued and outstanding capital stock of Aqua New
York, Inc.

JOINT PROPOSAL FOR APPROVAL OF ACQUISITION BY AMERICAN
WATER WORKS COMPANY, INC. OF AQUA NEW YORK, INC.

L INTRODUCTION

On September 1, 2011, American Water Works Company, Inc. (“American
Water” or “AWW")!, Aqua Utilities, Inc. (“Aqua Utilities”), and Aqua New York, Inc.
(“Aqua NY™), filed a joint petition pursuant to Public Service Law §89-h seeking the
approval of the New York State Public Service Commission (“Commission™) for
American Water's acquisition of 100% of the issued and outstanding capital stock of
Aqua NY,

American Water is a Delaware corporation. American Water’s business address
is 1025 Laurel Oak Road, Voorhees, New Jersey 08043, American Water is the largest
investor-owned water and wastewater utility company in the United States. American

Water’s regulated businesses span 375 individual service areas and include

! The tertn "the Company" shall refer herein when describing various ratemaking
mechanisms to AWW and any and all of the individual utilities formerly owned by Aqua
NY that American Water is acquiring as a result of the proceeding.
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approximately 45,000 miles of distribution and collection maing, 90 surface water
treatment plants, 600 groundwater treatment plants and 60 wastewater treatment
facilities. AWW currently owns Long Island Water Corporation, d/b/a Long Island
American Water (“LIAW”). LIAW provides water service to approximately 74,000
customers in Nassau County, New York.

Aqua Utilities, doing business as Aqua Texas, provides direct water and
wastewater services. Aqua Utilities” address is 762 West Lancaster Avenue, Bryn Mawr,
Pennsylvania 19010. Aqua Utilities is a corporation duly organized and existing under
the laws of the State of Texas and has the full right and power to sell the stock of Aqua
NY. Agqua Utilities is a wholly-owned subsidiary of Aqua America, Inc. ("Aqua
America).?

Aqua NY is a New York corporation with its principal exccutive office located at
762 West Lancaster Avenue, Bryn Mawr, Pennsylvania 19010. Aqua NY is a
waterworks corporation under the Public Service Law (“PSL”) (see PSL § 2(27)) and, by
itself and through its utility subsidiaries, serves more than 50,000 customers in four
counties across New York State in Nagsau, Westchester, Ulster and Washington counties.
Aqua NY, formerly known as Kingsvale Water Company, Inc., is a subsidiary of Aqua
Utilities and was acquired by Aqua America in 2003 along with Aqua Utilities from
AquaSource Inc. Cambridge Water Works Company, Dykeer Water Company, Inc,,

Waccabuc Water Works, Inc. and Wild Oaks Water Company, Inc. were also acquired at

? Aqua America is a Pennsylvania corporation that owns public utilities in 11 different states.
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that time.® In 2007, the Commission approved Aqua NY’s request to merge Cambridge,
Dykeer, Waccabuc and Wild Oaks into Aqua NY.* Aqua NY, in addition to providing
regulated water service, also owns two public utility subsidiaries:
i. New York Water Service Corporation ("NYWS") provides water service
to approximately 45,000 customers in the Towns of Hempstead and
Oyster Bay, Nassau County, New York. Ifs 21 square-mile service
territory includes all of the communities of Merrick, Bellmore, Wantagh,
Seaford and East Massapequa and portions of North Merrick, North
Bellmore, Levittown, and Massapequa Park.
ii.  Aqua New York of Sea Cliff ("Sea Cliff") provides general water service
to approximately 4,300 customers in the Town of Oyster Bay, Nassan

County, New York.

1L PARTIES

The parties in this proceeding are American Water, Aqua Utilities, Aqua NY,
Staff of the Department of Public Service, the Utility Intervention Unit of the Department
of State ("UIU"), the Water Authority of Southeastern Nassau County (“Authority™) and
the Willows Homeowners Association, Inc. ("Willows"™) which represents customers of

the former Dykeer Water Company, now a separate service area of Agua NY,

* Case 06-W-0700, Aqua New York, Inc, et. al, Order Approving Stock Sale and Accounting
Treatment, issued December 15, 2006, at 2, fn. 1, oiting Case 02-W-1447, Philadelphia Suburban
Corporation et.al, Order Authorizing Stock Transfer (issued March 11, 2003).

* Case 07-W-0711: Aqua New York, Inc., et al, Order Authorizing Merger and Transfer of
Franchises, Works and Systems (issued Sept. 25, 2007).
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1. PROCEEDINGS AND NEGOTIATIONS

Following several rounds of discovery and pursuant to duly noticed settlement
negotiations, the signatory parties have arrived at an agreement culminating in this Joint
Proposal, under which they will recommend to the Commission approval of the
acquisition by American Water of Aqua NY and its subsidiaries, NYWS and Sea Cliff in
exchange for a rate filing moratorivm and varous other raie treatments and

accomimodations. The terms of that agreement are set forth below.

1Iv. TERMS OF AGREEMENT

A, Appraoval of Joint Proposal in LIAW's Rate Case

On April 29, 2011, in Case 11-W-0200, LYAW proposed tariff revisio‘ns. designed
to produce an annual revenue increase of approximately $9,563,146 or 19.5%. Taking
into account resetting of certain surcharges, however, the net impact of the proposed rate
increase was approximately 13.2%. On November 28, 2011, the parties to Case 11-W-
0200 filed a Joint Proposal for a comprehensive three-year rate plan. Under that Joint
Proposal, LIAW's rates would increase resulting in a net impact of 2.8% in the first year,
2.6% in the second year and 2.2% in the third year of the rate plan proposed in that
agreement. Additionally, the Joint Proposal recognized $901,331 of possible synergy
savings that LIAW might realize as a result of the acquisition of the Aqua companies in
New York and it conferred those savings directly on LIAW’s customers.

American Water's agreement in this case is based explicitly on there being no
material change to the Joint Proposal in Case 11-W-0200; particularly as concerns the
rate plan or potential synergy savings adopted therein. The parties to this Joint Proposal

agree that, pursuant to sections IIL.D(b) of the Joint proposal in Case 11-W-0200, the
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level of merger savings teflected in the Joint Proposal in Case 11-W-0200 is appropriate
and requires no further adjustment. Should the Commission effect any such material
change to the rate plan in the Joint Proposal in Case 11-W-0200, the agreement set forth
herein shall not be binding on American Water and it shall be free to pursue its position

in this case as if this Joint Proposal had not ocourred.

B. NYWS Rate Plan

NYWS will be in the third year of a three year fate plan beginning February 6,
2012. Case 09-W-0237, New York Water Service Corporation, Order Establishing Three
Year Rate Plan, January 29, 2010. The terms and conditions of that rate plan shall
remain in effect, except as modified herein. The third year rate increase scheduled to

become effective in that rate plan on February 6, 2012 shall remain in effect.

C. Rate Filing Moratorium

As explained above, NYWS will be in the third year of a three year rate plan
beginning February 6, 2012 and, under normal conditions, NYWS would be free to file
for a proposed rate increase in late February 2012 for rates to be effective on or after
February 6, 2013. Neither Sea Cliff nor Aqua NY is under any prohibition on making a
general filing.

A Joint Proposal for a three year tate plan for LIAW is pending before the
Commission in Case 11-W-0200. That three year rate plan will terminate on March 31,
2015. AWW agrees to a rate filing moratorium provision for Aqua NY and its two
subsidiaries, NYWS and Sea CLif (sometimes jointly referred to herein as the “Acquired
Companies™). The rate filing moratorium for the Acquired Companies will terminate at
the same time that LIAW’s pending rate plan terminates — ie. on March 31, 2015.

5
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Therefore, AWW agrees that it will not file a general rate increase for any of the
Acquired Companies (or for any successor company or companies that serve those
aforementioned service areas) until April of 2014 for rates to be effective on and /or after
April 1, 2015.

D. Agreement to File Consolidated Rates Upon Expiration of Rate

Moratorium

AWW agrees that, upon the expiration of the rate moratorium period described
immediately above, any ate filing it makes for LIAW and/or the Acquired Companies
will consider establishing rates on a consolidated basis, reflecting a uniform rate per
service classification for the customers of LIAW, NYWS, Sea Cliff and Aqua NY, or for
the service temitories of those companies if they are merged or consolidated, as a result
of this proceeding or through a subsequent petition. This provision shall also include the
elimination of minimum usage allowances in the territories of NYWS and Sea CLiff and
converting all customers to monthly billing, The rate filing will include schedules
demonstrating revenue requirements on both an individual system basis as well as on a
consolidated basis and the company will propose its recommendation for either a
uniform rate or individual ferritory rates. AWW recognizes that such responsibility to
file consolidated rates shall be its own and no obligation to implement a consolidated

rate structure shall be binding upon the Commission.

E. Required Cost Recovery Mechanisms
As an explicit conditioni for the rate moratorium provision described above, the
following rate recovery mechanisms will be implemented (or continued, as the case may

be) at the Acquired Companies, as indicated below:
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1. Revenue Adjustment Clause ("RAC")

The existing RAC of NYWS established in Case 09-W-0237 shall continue in
operation through the rate moratorium, based on the annual revenue amount of
$25,622,843 set in year three of NYWS's rate plan in that case. Actual metered revenues
for rate year three and beyond will be determined on a rate year ending January 31, 2013,
the 14-months ending March 31, 2014 and the 12-months ending March 31, 2015, The
actual metered revenues will be compared to revenue targets of $25,622,843 for the rate
year ending January 31, 2013; $28,108,256 for the 14-months ending March 31, 2014;
and $25,622,843 for the 12-months ending March 31, 2015. If NYWS decides
voluntarily to not file for rate relief to be effective by April 1, 2015, the monthly target
levels will be set using the monthly averages of metered revenue for the most recent five
years applied to the rate year three target level of $25,622,843.

The difference in the level of actual costs associated with production costs (fuel,
power and chemicals) versus the level of costs included in base rates for the rate year
ending January 31, 2013 for NYWS will be treated in the following manner:

i.  If actual costs are less than the amounts included in base rates, 100%
of the difference will be deferred and refunded through the revenue

and production cost reconciliation adjustment clause and property tax
clause.

ii.  If actual costs are greater than the amounts included in base rates, 90%
of the difference will be deferred and recovered through the revenue
and production cost reconciliation adjustment clause and property tax
clauge.

The difference in the level of actual costs associated with production costs (fuel,
power and chemicals) versus the level of costs included in NYWS 14-months ending

March 31, 2014 and 12-months ending March 31, 2015 will be treated in the following

manner:
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i.  The effects of differences in the level of actual production costs (fuel,
power and chemicals) versus the level of production costs (fuel, power
and chemicals) in rates presented below in each rate year for the period
February 1, 2013 through March 31, 2015, will be deferred and
recovered or refunded through the revenue and production cost
reconciliation adjustment clause and property tax clause on an annual
(rate year) basis.

ii.  The target level for fuel, power and chemicals is $2,672,265 for the
14-months ending 3/31/2014 and $2,389,816 for the 12-month rate
year ending 3/31/2015.

A RAC shall be established for Sea Cliff based upon the same principles as the
Revenue, Production Costs and Property Tax Reconciliation mechanism for LIAW. Sea
Chiff's RAC shall commence with completion of the purchase of Aqua NY by AWW and
shall continue until rates are changed through a new rate case. The RAC shall be based
on a metered revenue target amount of $2,149,000. The metered revenue target amount
is based on a five year average (2007 through 2011) of actual metered sales, Actual
metered revenues will be determined on a rate year ending March 31, 2013, March 31,
2014 and March 31, 2015. If Sea ClLiff decides voluntarily to not file for rate relief to be
effective by April 1, 2015, the monthly target levels will be set using the monthly
averages of metered revenue for the most recont five years applied to the annual target
level of $2,149,000.

The difference in the level of actual costs associated with production costs (fuel,
power and chemicals) versus the level of costs included in Sea Cliff's existing base rates
will be treated in the following manner:

1. The effects of differences in the level of actual production costs (fuel,
power and chermicals) versus the level of production costs (fuel, power

and chemicals) in rates presented below in each rate year for the period
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April 1, 2012 through March 31, 2015, will be deferred and recovered
or refunded through a revenue and production costs reconciliation
clause and property tax clause mechanism on an annual (rate year)
basis.

a. The target level for fuel, power and chemicals is $217,703 for the
12-months ending 3/31/2013, $217,703 for the 12-months ending
3/31/2014 and $217,703 for the 12-months ending 3/31/2015. The
target levels are based on a five year average (2007 through 2011)

of actual fuel, power and chemical expenses.

2, Property Tax Reconciliation ("PTR")

Property taxes will remain at the rate year three level of $8,336,459 for NYWS
established in Case 09-W-0237. A PTR will be implemented for Sea Cliff based on Sea
Clift's 2011 actual property taxes of $1,101,420. NYWS and Sea CHLff will absorb 15%
of such variance where actual taxes are in excess of the target, and the remaining
variance (85%) shall be deferred and fully recovered from customers in the succeeding
12-month period as part of the RPCRC Mechanism. Where the actual taxes are less than
the target NYWS and Sea Cliff the full amount of the difference will be deferred and
returned to ratepayers. NYWS and Sea CLff will be allowed to retain 15% of the
difference where actnal taxes are less than the target only if it can successfully
demonstrated that the reduction in tax was a direct result of the Company’s intervention
and action. The PTR Mechanism will continue beyond the term of the rate plan set out
within this Joint Proposal at the target levels until new target levels are set in the

NYWS's or Sea Cliff’s next rate proceeding. If NYWS or Sea CIiff decides to
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voluntarily not file for rate relief to be effective by April 1, 2015, the monthly target
levels will remain the same until reset in the next rate case. These monthly target levels
are for caleulating the PTR for any period of time not equivalent to a 12-month rate year

for NYWS and Sea Cliff.

3. Surcharge for Cambridge Water Service Area
The System Improvement Charge (SIC) surcharge mechanism that was approved
in Case 08-W-0107 for the former Cambridge Water Company for the storage tank and
associated transmission mains shall remain in place subject to the existing tariff for that

service area.

F. Earnings Sharing Mechanism (“ESM”)

There shall be an ESM applicable to all of the Acquired Companies for the
duration of this Joint Proposal. In the case of NYWS, the ESM shall replace the earnings
sharing agrcement in effect for NYWS upon the expiration of the third year of the rate
plan, January 31, 2013, in Case 09-W-0237. For Sea Cliff and Aqua NY, the eamings
sharing agreement will become effective upon the completion of the sale of Aqua NY to
AWW,

The capital structure used in determining the overall rate of retum for the
Acquired Companies shall be based upon a 42% equity ratio for the rate years ended
March 31, 2013, March 31, 2014 and March 31, 2015, but not including the rate year
ended January 31, 2013 for NYWS which is covered by Case 09-W-0237.

Each of the Acquired Companies’ actual gamed Retumn on Equity (“ROE™) for

earning purposes will be calculated for each such company on an aggregate basis for the

10
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three years ending March 31, 2015, except for NYWS which will be based on the 26
months ended March 31, 2015 (February 1, 2013 to March 31, 2015).

Each of the Acquired Companies will be permitted to retain 100% of earnings
attributable to an achieved ROE up to and including 10.2%. All earnings attributable to
an achicved ROE above 10.2% will be shared 50%/50% between customers and
sharcholders. This ESM will continue beyond the end of the Rate Plan until the Acquired
Companies’ rates are reset in the next rate proceeding.

The sharing of revenues under this ESM will be determined in the following
marmner:

1. For each of the three rate years provided for in thig Joint Proposal, the
camed return will be determined based upon each of the Acquired
Company’s regul'ated Net Income divided by Average Common
Equity. The Common Equity ratio will be based on the lower of each
Acquired Company’s actual common equity rafio or a hypothetical
42.00% common equity ratio. If the 42.0% hypothetical common
equity ratio is used it, will be applied to the total capital structure (long
term debt, short term debt, preferred stock and common equity) at the
end of June, September, December and March of each rate year. These
four numbers will then be averaged to determine the Average
Common Equity for this calculation. The hypothetical capital

structure and cost rates used are found in Appendix A.

ii.  The aggregate achieved ROE for the three-year period ending March

31, 2015 will be the average of the achieved ROE for each of the three

11
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rate years ending March 31, 2013, March 31, 2014, and March 31,
2015 for Aqua NY and Sea Cliff, The aggregate achieved ROE for the
26 month period ending March 31, 2015 will be the average of the
achieved ROE for gach of the two rate years ending March 31, 2014
{(February 1, 2013 to March 31, 2014) and March 31, 2015 (April 1,
2014 to March 31, 2015) for NYWS. Any carnings to be shared with
customers will include camrying charges computed at the “other
customer capital rate” in effect beginning October I, 2013 for Aqua
NY and Sea ClLff (mid-point of the three rate years covered by this
rate plan) and will continue until these net any over-earnings are

passed back to customers, NYWS’s midpoint will be March 1, 2014,

The following items and methodologies will be included in the

earnings sharing calculation:

a. FEach Acquired Company’s total operating water revenues;

b. The earnings impact of the System Improvement Charge (“SIC*)
surcharge revenues;

¢. For those iteros subject to reconciliation (actual metered revenues,
fuel, power, chemicals, pension, OPEBs and property tax), the
regulated net income will only reflect the rate year target amounts
set forth herein;

d. All other revenues and prudently incurred utility expenses
considered part of the utility cost of service carmings.

The following items are excluded from the earnings sharing

calculation;

a. All other income (i.e., revenues not generated from utility assets)
and deducticns and related taxes;

12
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b. Revenues and/or expenses resulting from any audit addressing the
Company’s past treatment of pensions and OPEBs with respect to
the Commission’s Policy Statement;

c. All changes in accounting not contemplated in setting the revenue
requirement;

d. Shareholder portion of property tax refunds;

e. Revenue requirement impacts associated with any additional IT
capital above the $1.5 million currently reflected in rates.

v.  Any earnings due customers under this carnings sharing mechanism
will be reflected in the revenue requirement in each Acquired

Company’s next general rate case or as directed by the Commission.

vi.  Within ninety (90) days after the end of each rate year (NYWS —
January 31, 2013, Aqua NY and Sea CLff — March 31, 2013, all —
March 31, 2014 and March 31, 2015) for the rate moratorium, each of
the Acquired Companies will file with the Secretary to the
Commission an earnings report and supporting documentation that will
be used for the Earnings Sharing mechanism provided for in this Joint
Proposal. In the third rate year report each Acquired Company will
show the amount of any net over earnings that are to be shared with

ratepayers.

G. Elimination of Advance Billing for NYWS and Sea CLff

Currently both NYWS and Sea CLff bill their meter charge in advance. For
purposes of this settlement AWW will eliminate the advance billing protocol and align
the meter charge and the consumption charge to bill in arrears for both NYWS and Sea

Cliff. Therefore, the first billing after the acquisition, for each of the NYWS and Sea

13
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Cliff customers, will not include a meter charge as the customer had already paid this
amount in their prior bill. In addition all tariff leaves will be resubmitted to be billed in

rate increments per 100 gallons. Please see Appendix B for the revised tariff leaves.

H. Closing Journal Entries

AWW will file with the Commission’s Secretary within sixty (60) days of the
completion of the acquisition the Journal Entries for each of the New York Water
Companies. The filing will include the proposed regulatory treatment of Pensions and
OPEBs in regard to the ownership changing from Aqua to AWW, which will be reviewed

and approved by the Director of Accounting and Finance.

L. Capital Expenditures
1. NYWS Storage Tank

In Case (09-W-0237 the projected in-service date of the storage tank was January
1, 2012. The tank was included in base rates effective 2/6/2012. As part of this Joint
Proposal, NYWS will not have to defer the daily rate of $685 effective January 1, 2012 as
noted on the Joint Proposal in Case 09-W-0237, section VIII Rate Base, page 9. Instead,
capital improvements will be made in the distribution system at a level to reflect the $685
daily revenue requirement, which is supported by the NYWS rate year three rates. If such
capital expenditures, $4,000,000 in the rate year ending 1/31/2013 plus the $900,000 in
base rates for the distribution system in rate year three, are not made at this level, NYWS
will record a regulatory liability for the revenue requirement impact of such under

spending.

14
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2. Infrastruocture Analysis
After one year of operation, the company will submit an engineering analysis of
the infrastructure needs, including cost estimates, for each of the Aqua service territories
(i.e., NYWS, Sea Cliff, Cambridge, Dykeer, Kingsvale, Waccabuc, and Wild Oaks). The
analysis will include recommendations for future projects, prioritized based on need and
importance, in the form of a five year capital expenditure plan to be used as a guide and

reference for the Company’s future rate filing,

I Sea Cliff Over Earnings — from 2007 and 2008

In accordance with Case 07-W-0177, Sea Clff was in an over-earnings situation
from May 2007 threugh December 2008. The customer’s share of those over earnings is
$239,000, which inciudes interest calculated through December 31, 2011.

Sea Cliff will book a deferred credit plus accumulated accrued interest on it
related to those over earnings prior to the completion of the merger. The deferred credit
will be used to help offset surcharges related to the Property Tax Reconeiliation in Sea

Cliff’s annual filing.

K. Goodwill and Transaction Costs

No additional goodwill will be recorded on the books of American Water Works
or any New York atfiliates. The existing goodwill recorded on the books of Aqua New
York will remain unchanged by the acquisition. Goodwill and transaction costs must be
excluded from rate base, expensecs, and capitalization in the determination of the
Acquired Companies rates and earned returns for New York State regulatory reporting

PUrposes.

15
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V. BOOKS AND RECORDS RELOCATION

As is the case with LIAW, the Acquired Companies will become part of AWW
upon completion of the acquisition of Aqua NY. In Case 04-W-0595, Petition of Long
Island Water Corporation for a Waiver of the Requirements Contained in 16 NYCRR §§
543 and 561.2, to Permit the Company to Move its Accounts, Books and Records Out-of-
State,(filed in C 12776), Order issued October 24, 2005, the Commission gave LIAW
permission to move its accounting books and records from its offices in Lynbrook, NY to
AWW's Shared Service Center in New Jersey, as part of a corporate-wide consolidation
of AWW's financial services function. Currently the books and records of the Acquired
Companies are held at the offices of NYWS in Merrick, New York. It is agreed that the
books and records may be relocated, and hereafter maintained at the offices of American
Water Works Service Company (AWWSC) in New Jersey as the case may be, subject to
the same conditions that were required of the transfer of LIAW's books and records.
Those conditions are: the Acquired Companies will be required to provide the books and
records and any supporting documentation (incleding, but not limited to board of
directors' minute books, stack books, reports, correspondence, memoranda, etc.), whether
electronic or hard copy format, within two (2) business days of Staff's request at a
mutually convenient location within New York State or pay all costs reasonably incurred
by Staff in examining the company's books and records at their out-of-state Iocation.
LIAW must also designate company personnel to assist Staff in interpreting and
understanding its books and records. Finally, LIAW and the Acquired Companies must
seek Commission authority before they make any future permanent move of their books

and records from the location to be approved in this Joint Proposal.

16
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V1. POST ACQUISITION RE-NAMING OF COMPANIES

Upon completion of the acquisition, American Water will be permitted
immediately to rename Aqua NY and its subsidiaries, New York Water Service
Corporation and Aqua New York of Sea CIiff, to names that will reflect their ownership
by American Water Works Company, Inc. AWW also shall be permitted, at its discretion,
to merge Aqua NY, NYWS and Sea Cliff into a company that may be named New York

American Water Company or such other name as reflects AWW’s ownership.

VII. FILING OF INTER-COMPANY AGREEMENTS

Under PSL § 110 (3) "[nJo management, construction, engineering or similar
comntract, hereafter made, with any affiliated interest, as hereinbefore defined, shall be
effective unless it shall first have been filed with the commuission...." The parties
acknowledge that the Acquired Companies currently obtain services from Agqua America,
and its subsidiaries and that upon closing those companies will begin obtaining services
from AWWSC, Ametican Water Capital Corporation ("AWCC") and, likely, LIAW or
other American Water entities. AWWSC, AWCC or other American Water entities and
the Acquired Companies or their successors in interest shall file within 60 to 90 days
following the closing of the transaction and that such filing be deemed in compliance
with the filing requirements of PSL §110(3). In the interim, such AWW company or
companies that might from time to time provide services to Aqua NY, NYWS and Sea
Cliff (and their successors) may charge for such services pending the merger or
reorganization of the companies into New York American Water Company (or such
other, similarly named entity) and the filing of an agreement(s) between the AWW

companies providing such services and New York American Water Company.
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VII. LEGISLATIVE. REGUEATORY OR RELATED ACTIONS

The Signatories recognize that any law, rule, regulation, order, or other
requirement (or any repeal or amendment of an existing law, rule, regulation, order, or
other requirement) of the State, local, or federal governments implemented after January
1, 2012 may result in 2 change in any of the Acquired Companies’ revenues, expenses
and rate base (including income or other federal or State tax expense and local property
taxes) not reflected in existing rates (including surcharges). If such an event results in an
annual revenue requirement impact gredter than the Commission’s materiality threshold
for deferral accounting (5% of net income available to common sharcholders), the
Acquired Company would be required to file a notification with the Commission of such
event. Upon notification the Company may petition for deferral or the Commission my
take action to require deferral of the revenue requirement impact from the event. Any
such approved deferrals will be reflected in rates in the next annual period or in a manner
as otherwise directed by the Commission. No portion of a regulatory asset deferral
provided for in this Section will be authorized to the extent that the Acquired Companies’
earnings before sharing exceed an ROE of —10.2%, except in the case of NYWS in the

third year of its existing rate plan where the 11.5% ROE authorized therein shall govern.

IX. RESERVATION OF COMMISSION AUTHORITY

The parties hereby acknowledge and agree that the Commission, pursuant to its
statutory responsibility, reserves the authority to act on the level of rates for Aqua NY,
NYWS or Sea Cliff (or their successors) in the event of unforeseen circumstances that, in
the opinion of the Commission, establish rates which are not just and reasonable or have

such a substantial inmpact upon the range of earnings Ievels or equity returns envisioned in
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this Joint Proposal. Nothing shall te construed to {imit the right of Aqua N'Y, NYWS or
Sea CIiff (or their successor companies) to petitioh the Commission for rate reiief if
unforeseen circumstances render the rates produced by this agreement unreasonable or

insufficient for the provision of safe and adequate service at just and reasonabie rates

X, PRECEDENTIAL EFFECT

The provisions of this Joint Proposal apply solely to and are binding only in the
context of and for purposes of this Joint Proposal. None of the terrhs and provisions of
this Joint Proposal and none of the positions taken herein by any party may be referred to,
cited or relied upon by any party in any fashion as precedent in any other proceeding
before the Commission or any other regulatory agency or before any court of law except

in furtherance of approval of this acquisition of its subsequent implementation.

XI. CONCLUSION

The Signatories believe this Joint Proposal is in the public inferest and urge the
Commission to adopt its terms.

The foregoing Joint Proposal in Case 11-W-0472 is Adopted and Agreed to by:

American WaterfWorKs Company, [ne. by:

7 Mar k. 5+mu 3‘5" Jeﬂlhf" Vtﬂtl p{‘(&wﬂ!n t O'f Bu(.sm (473 &uﬁiupm(n{’
Aqua Utilities, Inc. by:
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XI,  CONCLUSION

Commission to adopt its terms,

The foregoing Joint Proposal in Case 11-W-0472 is Adopted and Agreed to by:

AMERICAN WATER WORKS COMPANY, INC. by:

AQUA UTILV/IN’(;} by;
Ste\:en D. Wilsor, Eslq'. —

HARRIS BEACH, PLLC
Attorneys for Aqua Utilities, Inc.,

AQUA NEW ¥ORK, INC. by:

Steve’ D. Wilson, Esq.
Harris Beach, PLLC
Attorneys for Aqua New York, Inc.,

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE by:

UTILITY INTERVENTION UNIT OF THE DEPARTMENT OF STATE by:

THE WILLOWS HOMEOWNERS ASSOCIATION by:

WATER AUTHORITY OF SOUTHEASTERN NASSAU COUNTY by:

¥,

Dated: February/{, 2012
19
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Aqua New York, Inc. by:

Staff of the Depa ig Service by:

£F Cownse I

Litility Intervention Unit of the Deparfment of State by:

:;ser. ﬁ-bouhnj .

The Willows Homeowners Associaftion by:

Water Authority of Southeastern Nassau County by:

Dated: February 9, 2012
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Aqua New York, Inc, by:

Staff of the Department of Public Service by:

Utility Intervention Unit of the Department of State by:

Lisa R. Harris
Director, Division of Consumer Protection

The Willows Homeowners Association by:

Water Authority of Southeastern Nassau County by:

Dated; February 9, 2012
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Capitalization for ESM
Ratio
Long-Term Debt 57.11%
Preferred Stock .89%
Common Equity 42.00%
Total 100.00%

Cost Weighted Cost

ATTACHMENT T

Appendix A

Pre-tax Cost

5.81% 3.32%
4.50% .04%
9.65% 4.05%

7.41%

21
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PSC NO: 12 -WATER LEAF: 82
COMPANY: NEW YORK WATER SERVICE CORPORATION REVISION: 9
EFFECTIVE DATE: 2/6/2012 SUPERSEDING REVISION: 8

Issued in Compliance with Commission Order issued January 29, 2010 in Case 03-W-0237
SERVICE CLASSIFICATION NO. 1-E

APPLICABLE TO USE OF SERVICE FOR:
General Purpases — Metered customers in ferritory served by the Merrick-Massapequa Piant.

CHARACTER GF SERVICE:

Continuous, except as provided in Special Provisions.

RATE:

Meters read and excess water billed manthly in arrears.
First 5,884 gallons per monthly period $0.4934 per 100 galions
Next 8,976 gallons per monthly period $0.6265 per 100 gallons
Next 44,880 gallons per monthly period $0.2690 per 100 gaflons
Over 59,840 gallons per monthly period $0.1898 per 100 gallons

Meters read and excess water billed bi-monthly in arrears.
First 11,968 gallons per bi-monthly period $0.4934 per 100 gallons
Next 17,952 gallons per monthly period $0.6265 per 100 gailons
Next 89,760 gallons per monthly period $0.2690 per 100 gallons
Over 118,680 gallons per monthly period $0.1898 per 100 gallons

1 Cubic Foot equals 7.48 gallons.

MINIMUM CHARGE:

Monthly minimum charge payable in arrears.

Bi-Manthly minimum charge payable in arrears.

Monthly Custormers Bi-Monthly Customers
Size of Minimum  Allowarice Minimum Allowance
Meter Charge Gallons Charge Gallons
5/8” $14.48 $2,992 528.96 65,984
3/4” 18.10 3,740 36.20 7,480
1° 33.56 6,732 67.12 13,464
1-1/2" 70.32 12,716 140.64 25,432
27 99.90 20,944 199.80 41,888
3’ 149.25 39,644 298.50 79,288
4" 213.70 65,324 427.40 131,648
6" 332.10 129,404 664.20 258,808

A |ate payment charge to be computed at the rate of 1.5 percent compounded monthly shall be applied to
all balances nof paid within 20 days of the due date.

The zhove rates are subject to the State and applicable local gross revenue taxes and State income
taxes as levied under Article 9A of the New York State Tax code as set forth in the current tax statements
with this schedule.

lssued by: Matthew Snyder, President, Agua New York, Inc.
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PSC NO:1 - WATER LEAF: 65
COMPANY: Aquarion Water Company of Sea CHff, Inc. REVISION: ¢
INITIAL EFFECTIVE DATE: DECEMBER 1, 2006 SUPERSEDING REVISION: ¢

SERVICE CLASSIFICATION NO. 1
APPLICABLE TO USE OF SERVICE FOR:
Use by general customers.

CHARACTER OF SERVICE:

Continuous,

For all quantitics of water used by customets billed quarterly, the following rates shall apply: First:
75,000 gals. per quarter @ $ 0.4726 per hundred gals.
AH over 75,000 gals. per quarter @ § 0.2859 per hundred gals.

MINIMUM CHARGES, QUARTERLY:

Size of Meter Charge Allowance
5/87 $42.53 9,000 gals.
¥ 56.71 12,000 gals.
17 99.25 21,000 gals.
1-1/4” 141.78 30,000 gals.
1-1/27 184.31 39,000 gals.
¢ 297.74 63,000 gals.
3* 483.11 120,000 gals,
47 706.11 198,000 gals.
5" 1,255.04 390,000 gals.
8 1,941.20 630,000 gals.
107 2,713.13 900,000 gals.
127 3,570.83 1,200,000 gals.

TERMS OF PAYMENT:

Net cash. Subject to a late payment charge in accordance with the provisions of General Information V-N.
Minimum charge payable in arrears from the date of meter instailation, phus the charge for excess water used during
the preceding period over the minimum allowance.

‘Where a premise is supplied through more than one meter at the request of the Customer, then each meter
shall be treated separately, the registration shall not be combined, and the proper minimum charge applied to erch
meter.

tssued by: Charles V., Firlotte, Chairman of the Board and President, 325 Prospect Ave.. Sea Cliff, NY 11579-1926
(Name of Officer, Title, Address)



PSCNO. 1 -WATER

COMPANY: Aqua New York, Inc.
INITIAL EFFECTIVE DATE: December 1, 2011

Issued in compliance with Commission Order issued and effective November 21, 2011 it Case 10-W-0652.

Applicable 1o use of Service for:

Residential, small commercial, and general use,

Character of Service

Continupus,

Volumetrig Rate:

SERVICE CLASSIFICATION NO. i

$0.55 per 100 gallens for all usage.

1 Cubic Foot equals 7.48 gallons,

Setvice Charge: (No Water Allowaiice)

Meter Size Quarterly Charge,

ATTACHMENT
LEAY: 12

REVISION: 2
SUPERSEDING REVISION: 1

Cambridge Dykeer Kingsvale Waceabae | Wild Qaks

5/8" $57.66 $189.83 $69.38 $96.44 $53.69
3/4" $72.94 $92.50 $63.06
1 $118.88 $265.79 $161.87 $91.18
1-1/2" $320.61 $300.64 514742
2" $290.48 $379.67 $485.63 $222.50
3" $492.21 $624.39 $631.89

4" $697.73 $852.21 $1,526.29 $644.19
6" $1,518.37 $3,006.33

g" $4,856.37

Tetms of Paymoent

Bills shall be rendered quarterly in arrears and are due and paysble upon receipt. Bills not paid within
23 days of maiting are delinquent and the late payment charge becomes applicable and service may be

discontinued after proper notice as required by law.

Late Paymert Charge.

A late payment charge to be computed at the rate of 1 ¥4 percent per month, compounded monthly, may
be applied to all balances left unpaid 23 days following mailing of the bill.

Term

Terminable by the customer upen 10 days’ written notice to the company.

Issned By: Matthew Snyder. President, Aqua New York, Inc. 60 Brooklyn Ave,, Merrick, NY 11566

{(Name of Officer, Title, Address)
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STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

CASE 11-W-0472 - Joint Petition of Aqua Utilities, Inc., Agua
New York, Inc. and American Water Works
Company, Inc. for Approval of a Steck Purchase
Agreement under which Aqua Utilities, Inc. Will
Sell and American Water Works Company, Inc.
Will Acguire 100% of the Issued and COutstanding
Capital Stecck of Agua New York, Inc.

NOTICE OF DETERMINATION OF NON-SIGNIFICANCE

PLEASE TAKE NOTICE that the New York State Public
Service Commission will not prepare an Envircrmental Impact
Statement for its action on the joint petition of Agqua
Utilities, Inc., Aqua New York, Inc., and American Water Works
Company, Inc., to transfer 100% of the issued and outstanding
capital stock of Aqua New York, Inc. from Agua Utilities, Inc.
to American Water Works Company, Inc. The Commission has
determined in accordance with Article 8 of the Environmental
Conservation Law that its approval of the proposed transaction
will not have a significant adverse effect on the environment.
The exercise of this approval is an “unlisted action,” as
defined in 6 NYCRR §617.2{ak).

Based on its review of the record, the Commission
finds that the preopoessed action will not have a significant
adverse environmental impact, because there will bhe no changes
in the operation or configuration cf the water systems of Aqua

New York, Inc. or its subsidiary coperating companies.



CASE 11-W-0472 Attachment II

The address of the Public Service Commission, the lead
agency for the purposes of the envirconmental quality review of
this acticn is Three Empire State Plaza, Albany, New York 12223-
1350. Questions may be directed to Richard Powell at (518) 486~
2885 or to the address above.

JACLYN A, BRILLING
Secretary
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