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BEFORE ^ / ^ 1 
THE PUBLIC UTILITIES COMMISSION OF OHIO <?// ^ A , 

In the Matter ofthe Application of OHIO AMERICAN ) / / ^ ^ • 
WATER COMPANY for Authority to Assess a System ) ^ ^, . , , . . „ . . . . ^, ̂ ^ / ^ " '^ 
T */-!, A17 * r̂  ; c } A- T̂ i- • ( CaseNo. 11-151-WW-SIC C / ^ ^ 
Improvement Charge on Water Customers bxcluding Those m ) ( y 
Portage and Franklin Counties, Ohio ) 

APPLICATION FOR AUTHORITY 
TO COLLECT 

A SYSTEM IMPROVEMENT CHARGE 
APPLICABLE TO SOME OF OHIO AMERICAN'S DISTRICTS 

Applicant, Ohio American Water Company ("Ohio American"), a corporation organized 

under the laws ofthe State of Ohio and a public utility and a water-works company as those 

terms are defined in Ohio Revised Code Sections ("R.C.") 4905.02 and 4905.03(A)(8), 

respectively, Ohio American's principal place of business is Marion, Ohio. 

Ohio American submits this application for authority to collect a System Improvement 

Surcharge ("SIC") pursuant to R.C 4909.172 and Ohio Administrative Code (OAC) Rule 4901:1-

15-35 and Appendix. 

Only a portion of Ohio American's entire service area is proposed to be affected by the 

SIC. This application encompasses only water plant and does not affect customers in Franklin or 

Portage Counties, Ohio. The areas to be included in the application are comprised ofthe 

following districts — Ashtabula, Lawrence County, Mansfield, Marion [includes portions of 

unincorporated areas of Washington Township in Marion County and Canaan Township in 

Morrow County, the Pike County service area (Lake White), Preble County service area], and the 
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Tiffm district in Seneca County. The proposed SIC has been determined pursuant to R.C. 

4909.172 and OAC Rule 4901:1-15-35 and Appendix. 

This Application includes the following exhibits: 

Exhibit A: Proposed Newspaper Notice to be published in the above-referenced 
districts 

Exhibit B: The following schedules: 

1. Annualized Revenue Requirement 

2. Plant Additions by Month 

3. Original Co st Retired 

4. Provision for Depreciation 

5. AnnuaUzed Depreciation Associated with Additions 

5a. Annualized Property Taxes Associated with Additions 

6. Annualized Reduction in Depreciation for Retirements 

6a. Annualized Reduction in Property Taxes for Retirements 

7. Pre-Tax Return Summary 

7a. Embedded Cost ofLong Term Debt 

7b. Embedded Cost of Preferred Stock 

8. Calculation of Earned Rate of Retum 

8a. Working Capital and Other Rate Base Items 

9. Proposed 4^ Revised Sheet No. 1A listing the SIC and updated 
index tariff sheets 

10. Revenue Distribution 
10a. Impact of SIC for Average Residential Customer 
1 Ob. Impact of SIC Increase by Tariff Group 

11. Proposed Customer Notice 

Exhibit C: Testimony of Gary M. VerDouw in support of the Application and 

schedules 

Wherefore, Ohio American respectfully requests the Commission to: fmd that its 

Application for a System Improvement Charge is just and reasonable and complies with R.C. 

4906.172 and OAC Rule 4901:1-15-35 and Appendix; authorize Ohio American to collect its 
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proposed System Improvement Charge; approve its proposed tariff revision; approve the 

proposed Customer Notice; and grant such other relief that to which Ohio American may be 

entitled. 

Respectfully submitted on behalf of 
OHIO AMERICAN WATER COMPANY 

>̂SalIy W.^loomfield 
Matthew W. Wamock 
BRLCKER & ECKLER LLP 
100 South Third Street 
Columbus, Ohio 43215 
Telephone: (614) 227-2368; 227-2388 
Facsimile: (614) 227-2390 
e-mail: sbloomfield(g)bricker.com 

mwamock@,bricker.com 
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BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter ofthe Application of OHIO AMERICAN ) 
WATER COMPANY for Authority to Assess a System ) 
Improvement Charge on Water Customers Excluding Those in ) Case No. 11-151-WW-SIC 
Portage and Franklin Counties, Ohio ) 

VERIFICATION OF APPLICATION 

STATE OF OHIO ) 
)SS: 

COUNTY OF MARION ) 

Charles Van Home, Assistant Treasurer of Ohio American Water Company, being duly 

sworn, deposes and says that the information contained in the foregoing Application and exhibits 

is true to the best of his knowledge and belief. 

cA&^JL^ IA>^ n-0^—e_ 
Chai'ies Van Home 
Assistant Treasurer 

SWORN TO before me and subscribed in my presence this ( ^ day of January 201 

, ^ ^ f m \ Notary Public 
.^w»«w«tt^ 

\ JANET LSCHMHT My Commission Expires: O^lat^ j ^ 
*\ IttttftYPtffiLIC. STATE OF OWO . / r- ^ r-r, • / • 11 r̂  A . r . ) 
/ MY cfflittiissiM EXPIRES FEB. 26.2014 My County of Residence is: t -A9H^\0^ 
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BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of OHIO AMERICAN ) 
WATER COMPANY for Authority to Assess a System ) 
Improvement Charge on Water Customers Excluding Tliose in ) Case No, ll-lSl-WW-SIC 
Portage and Franklin Counties, Ohio ) 

VERIFICATION OF APPLICATION 

STATE OF OHIO ) 
)SS: 

COUNTY OF MARION ) 

David K. Little, President of Ohio American Water Company, being duly sworn, deposes 

and says that the information contained in the foregoing Application and exhibits ia true to the 

best of his knowledge and belief 

{^^J / 
David K. Little 
President 

SWORN TO before me and subscribed in my presence this day of January 2011. 

/ Wr̂ % \ JANET E. SCHMITT ^ Not^^ , 
i ! S S . S « ? ^ l ^ r , n » My Commission Expires: ^ / ^ < ^ / / ^ 

otjygTPublic 

MY COMMtSSJON EXPIRES FES. 26.2014 
My County of Residence is: hAPt^iO^ 
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CERTIFICATE OF SERVICE 

Ohio American Water Company certifies that a copy ofthe foregoing Amended 

Application for Authority to Collect a System Improvement Charge was sent via first class U.S. 

Mail to the attached service list on January 12'̂ \ 2011. 

/ Sally^.Bloomfield ^ 

Julie Lattimer 
Ward IV Council Representative 
City of Ashtabula 
4717 Main Avenue 
Ashtabula, OH 44004 

James Trisket 
Ward V Council Representative 
City of Ashtabula 
4717 Main Avenue 
Ashtabula, OH 44004 

Mayor Terrence McConnell 
Village of North Kingsville 
P.O. Box 253 
North Kingsville, OH 44068 

Lawrence Eller, III 
Village of North Kingsville 
P.O. Box 253 
North Kingsville, OH 44068 

Michael Mauro 
Village Council 
Village of North Kingsville 
P.O. Box 253 
North Kingsville, OH 44068 

Dennis Kortyka 
Village Council 
Village of North Kingsville 
P.O. Box 253 
North Kingsville, OH 44068 

Ashtabula County 

Anthony Cantagallo 
City Manager 
City of Ashtabula 
4717 Main Avenue 
Ashtabula, OH 44004 

Betty Kist 
City Council Vice President 
City of Ashtabula 
4717 Main Avenue 
Ashtabula, OH 44004 

Chuck P. Broadway 
City Council President 
City of Ashtabula 
4717 Main Avenue 
Ashtabula, OH 44004 

August A. Regliese 
Ward n Council Representative 
City of Ashtabula 
4717 Main Avenue 
Ashtabula, OH 44004 

Ann Stranman 
Ward III Council Representative 
City of Ashtabula 
4717 Main Avenue 
Ashtabula, OH 44004 
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Edward Rettinger 
Village of North Kingsville 
P.O. Box 253 
North Kingsville, OH 44068 

Joseph J. Pete Sr. 
Ashtabula Township Trustee 
2718 N. Ridge Road E. 
Ashtabula, OH 44004 

Mark Kauppila 
Village Council 
Village of North Kingsville 
P.O. Box 253 
North Kingsville, OH 44068 

Timothy Zee 
Village Council 
Village of North Kingsville 
P.O. Box 253 
North Kingsville, OH 44068 

Peggy A. Carlo 
Ashtabula County Commissioner 
25 W. Jefferson Street 
Jefferson, OH 44047 

Joe Moroski 
Ashtabula County Cormnissioner 
25 W. Jefferson Street 
Jefferson, OH 44047 

Daniel Claypool 
Ashtabula County Commissioner 
25 W. Jefferson Street 
Jefferson, OH 44047 

Richard Dille 
Ashtabula Township Clerk 
2718 N. Ridge Road E. 
Ashtabula, OH 44004 

Bambi Paulchel 
Ashtabula Township Trustee 
2718 N. Ridge Road E. 
Ashtabula, OH 44004 

Stephen J. McClure 
Ashtabula Township Trustee 
2718 N. Ridge Road E. 
Ashtabula, OH 44004 

Carole L. Vanek 
Kingsville Township Clerk 
5450 Dibble Road 
Kingsville, OH 44048 

Darrell L. Ensman 
Kingsville Township Trustee 
5450 Dibble Road 
Kingsville, OH 44048 

Dennis P. Huey 
Kingsville Township Trustee 
5450 Dibble Road 
Kmgsville, OH 44048 

Douglas Reed 
Kingsville Township Trustee 
5450 Dibble Road 
Kingsville, OH 44048 

Ralph J. Pankowski 
Plymouth Township Clerk 
3899 State Rd.S. 
Ashtabula, OH 44004 

Edvdn Friedstrom 
Plymouth Township Trustee 
3899 State Rd.S. 
Ashtabula, OH 44004 

Kevin Presley 
Plymouth Township Trustee 
3899 State Rd.S. 
Ashtabula, OH 44004 

David Waldron 
Plymouth Township Trustee 
3899 State Rd.S. 
Ashtabula, OH 44004 
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Marc D. Pope 
Saybrook Township Clerk 
7247 Center Road 
Ashtabula, OH 44004-9505 

Norman Jepson 
Saybrook Township Trustee 
7247 Center Road 
Ashtabula, OH 44004-9505 

Robert Brobst 
Saybrook Tov^oiship Trustee 
7247 Center Road 
Ashtabula, OH 44004-9505 

Jane Hawn 
Saybrook Township Trustee 
7247 Center Road 
Ashtabula, OH 44004-9505 

Linda C. Hochschild 
Sheffield Township Clerk 
3252 Plymouth Gageville Road 
Ashtabula, OH 44004 

Timothy Steven Mihalcik 
Sheffield Township Trustee 
3252 Plymouth Gageville Road 
Ashtabula, OH 44004 

Chad J. Parsons 
Sheffield Township Trustee 
3252 Plymouth Gageville Road 
Ashtabula, OH 44004 

David Newsome 
Sheffield Township Trustee 
3252 Plymouth Gageville Road 
Ashtabula, OH 44004 

Lawrence County 

Richard Stover 
Coimcil Member 
Village of Chesapeake 
514 Second Ave. 
Chesapeake, OH 45619 

Kenneth Wolfe 
Council Member 
Village of Chesapeake 
207 Rockwood Ave. 
Chesapeake, OH 45619 

Mayor Frederick Gilpin 
Village of Chesapeake 
106 Kelton Lane 
Chesapeake, OH 45619 

Joseph Bevans 
Council Member 
Village of Chesapeake 
211 3'^ Avenue 
P.O. Box 388 
Chesapeake, OH 45619 

Paul E. Hart 
Council Member 
Village of Chesapeake 
2113'''Avenue 
P.O. Box 388 
Chesapeake, OH 45619 

Richard McMaster 
Council Member 
Village of Chesapeake 
211 3'^ Avenue 
P.O. Box 388 
Chesapeake, OH 45619 

Paul N. Hart 
Council Member 
Village of Chesapeake 
142 Township Rd. 
Chesapeake, OH 45619 

Douglas Malone 
Lawrence County Commissioner 
County Courthouse 
111 S. Fomth Street 
Ironton, OH 45638 

4328454V] 



Jason Stephens 
Lawrence County Commissioner 
County Courthouse 
111 S. Fourth Street 
Ironton, OH 45638 

George Patterson 
Lawrence County Commissioner 
County Courthouse 
111 S. Fourth Street 
Ironton, OH 45638 

Terry Wise 
Fayette Township Clerk 
114 Lea Street 
South Point, OH 45680 

Luther Perry Brock 
Fayette Township Trustee 
114 Lea Street 
South Point, OH 45680 

Michael Finely 
Fayette Township Trustee 
114 Lea Street 
South Point, OH 45680 

Donald A. Hackworth 
Fayette Township Trustee 
114 Lea Street 
South Point, OH 45680 

Shelley Pinkerman 
Union Township Clerk 
PO Box 757 
Chesapeake, OH 45619 

Terry L. Porters 
Union Township Trustee 
PO Box 757 
Chesapeake, OH 45619 

Mike Cuny 
Union Township Trustee 
PO Box 757 
Chesapeake, OH 45619 

Richard F. Gue 
Union Township Trustee 
PO Box 757 
Chesapeake, OH 45619 

Marion County 

Mayor Maureen Welch 
Village of Caledonia 
110 E Marion Street 
P.O. Box 110 
Calendonia, OH 44314 

Richard Holycross 
Council Member 
Village of Caledonia 
110 E Marion Street 
P.O.Box 110 
Calendonia, OH 44314 

Ed Miracle 
Council Member 
Village of Caledonia 
P.O. Box 76 
Calendonia, OH 44314-0076 

Lindsay Kelly 
Council Member 
Village of Caledonia 
P.O. Box 278 
Calendonia, OH 44314-0278 

Michael Lyon 
Council Member 
110 E Marion Street 
P.O.Box 110 
Calendonia, OH 44314 

Jim Roush 
Council Member 
Village of Caledonia 
110 E Marion Street 
P.O. Box 110 
Calendonia, OH 44314 
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Tim Roston 
Council Member 
Village of Caledonia 
110 E Marion Street 
P.O. Box 110 
Calendonia, OH 44314 

Jeff Ferrell 
Village Council 
Village of Prospect 
139 N. Main 
PO Box 186 
Prospect, OH 43342 

Mayor James Millisor 
Village of Prospect 
139 N. Main 
PO Box 186 
Prospect, OH 43342 

Harold Stiffler 
President 
Village Coimcil 
Village of Prospect 
139 N. Main 
PO Box 186 
Prospect, OH 43342 

Deb Good 
Village Council 
Village of Prospect 
139 N. Main 
PO Box 186 
Prospect, OH 43342 

Dorothy Boswell 
Village Council 
Village of Prospect 
139 R Main 
PO Box 186 
Prospect, OH 43342 

Ben O'Dell 
Village Council 
Village of Prospect 
139 N. Main 
PO Box 186 
Prospect, OH 43342 

Doug Schultz 
Village Council 
Village of Prospect 
139 N. Main 
PO Box 186 
Prospect, OH 43342 

Mayor Scott Schertzer 
City Hall 
233 W. Center Street 
Marion, OH 43302 

Dave Edwards 
City Council President 
City Hall 
233 W. Center Street 
Marion, OH 43302 

Ralph Cumston 
Council Member, 1̂* Ward 
City Hall 
233 W. Center Street 
Marion, OH 43302 

nd 
Ayers Ratliff 
Council Member, 2 
City Hall 
233 W. Center Street 
Marion, OH 43302 

Ward 

rd 
Mike Thomas 
Council Member, 3 
City Hall 
233 W. Center Street 
Marion, OH 43302 

Ward 
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Debbie Blevins 
Council Member, 4 '̂' Ward 
City Hall 
233 W. Center Street 
Marion, OH 43302 

John Smith 
Council Member, 5̂ ^ Ward 
City Hall 
233 W. Center Street 
Marion, OH 43302 

Ward 
Dr. James Gilsdorf 
Council Member, 6"' 
City Hall 
233 W. Center Street 
Marion, OH 43302 

Becky Gustin 
Council Member at Large 
City Hall 
233 W. Center Street 
Marion, OH 43302 

Jason Schaber 
Council Member at Large 
City Hall 
233 W. Center Street 
Marion, OH 43302 

Josh Daniels 
Marion County Commissioner 
222 West Center Street 
Marion, OH 43302 

Ila Moodespaugh 
Tully Township Clerk 
4217 Lyons Road 
Caledonia, OH 43314 

R. Craig Reece 
Tully Township Trustee 
4217 Lyons Road 
Caledonia, OH 43314 

Carl Paul Robinson Jr. 
Tully Township Trustee 
4308 Lyons Road 
Caledonia, OH 43314 

Everett Douce 
Tully Township Trustee 
4308 Lyons Road 
Caledonia, OH 43314 

Lavon L. Verity 
Pleasant Township Clerk 
1130 Wolfinger Road 
Marion, OH 43302 

Ryan Schertzer 
Council Member at Large 
City Hall 
233 W. Center Street 
Marion, OH 43302 

Andy Appelfeller 
Marion County Commissioner 
222 West Center Street 
Marion, OH 43302 

Dan Russell 
Marion County Commissioner 
222 West Center Street 
Marion, OH 43302 

David Schrote 
Pleasant Township Trustee 
1130 Wolfinger Road 
Marion, OH 43302 

Richard Wallace 
Pleasant Township Trustee 
1130 Wolfinger Road 
Marion, OH 43302 

John Peacock 
Pleasant Township Trustee 
1130 Wolfinger Road 
Marion, OH 43302 
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Steven Bollinger 
Grand Prairie Township Clerk 
3447 Marion-Bucynis Road 
Marion, OH 43302 

Marlyn K. Lemke 
Scott Township Clerk 
2391 Morral-Kirkpatrick Road E. 
Marion, OH 43302 

Jim Schertzer 
Grand Prairie Township Trustee 
3447 Marion-Bucyrus Road 
Marion, OH 43302 

Mark Croman 
Scott Township Trustee 
2391 Morral-Kirkpatrick Road E. 
Marion, OH 43302 

John Thiel 
Grand Prairie Township Trustee 
3447 Marion-Bucyrus Road 
Marion, OH 43302 

Richard Lewis 
Scott Township Trustee 
2391 Morral-Kirkpatrick Road E. 
Marion, OH 43302 

Wilfred Thiel Jr. 
Grand Prairie Township Trustee 
3447 Marion-Bucyrus Road 
Marion, OH 43302 

Don Sherer 
Scott Township Trustee 
2391 Morral-Kirkpatrick Road E. 
Marion, OH 43302 

Shelia Perin 
Marion Township Clerk 
129 S. Mam Street 
PO Box 79 
Marion, OH 43302 

Bradley McGinniss 
Marion Tovmship Trustee 
129 S. Main Street 
PO Box 79 
Marion, OH 43302 

Lyim Clabaugh 
Marion Township Trustee 
129 S. Main Street 
PO Box 79 
Marion, OH 43302 

Richard Rasmussen 
Marion Township Trustee 
129 S. Main Street 
PO Box 79 
Marion, OH 43302 

Wayne Crum 
Claridon Township Clerk 
272 Caledonia-Climax Road No. 
Caledonia, OH 43314 

John Boger 
Claridon Township Trustee 
272 Caledonia-Climax Road No. 
Caledonia, OH 43314 

Russell Wickersham 
Claridon Township Trustee 
272 Caledonia-Climax Road No. 
Caledonia, OH 43314 

Timothy Mooney 
Claridon Township Trustee 
272 Caledonia-Climax Road No. 
Caledonia, OH 43314 

Floyd W. Emery 
Prospect Township Clerk 
106 N. Eighth Street 
PO Box 2 
Prospect, OH 43342 
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Alfred D. Wasserbeck 
Prospect Township Trustee 
PO Box 2 
Prospect, OH 43342 

Hairy D. Hiigenberg 
Prospect Township Trustee 
PO Box 2 
Prospect, OH 43342 

Kenneth B. Blue 
Prospect Township Trustee 
PO Box 2 
Prospect, OH 43342 

Morrow County 

Deana Detwiler 
Township Clerk 
Canaan Township 
2209 County Road 69 
Edison, OH 43320 

Edward Sayers 
Township Trustee 
Canaan Township 
2209 County Road 69 
Edison, OH 43320 

Billie Pangbom 
Township Trustee 
Canaan Township 
2209 County Road 69 
Edison, OH 43320 

John Bayles 
Township Trustee 
Canaan Township 
2209 County Road 69 
Edison, OH 43320 

Rodney K. Clinger 
Chairman 
Morrow County Commissioner 
80 North Walnut Street, Suite A 
Mt. Gilead, OH 43338 

Olen D. Jackson 
Vice Chairman 
Morrow County Commissioner 
80 North Walnut Street, Suite A 
Mt. Gilead, OH 43338 

Tom Harden 
Morrow County Commissioner 
80 North Walnut Street, Suite A 
Mt. Gilead, OH 43338 

Pike County 

Robert Dixon 
Pee Pee Township Clerk 
3670 State Route 220 
Waveriy, OH 45690 

Paul F. Price 
Pee Pee Township Trustee 
3670 State Route 220 
Waveriy, OH 45690 

Danny Stephens 
Pee Pee Township Trustee 
3670 State Route 220 
Waveriy, OH 45690 

David DeWitt 
Pee Pee Township Trustee 
3670 State Route 220 
Waveriy, OH 45690 

Harry A. Rider 
President 
Pike County Commissioner 
230 Waveriy Place, Suite 1000 
Waveriy, OH 45690 

Blaine Beekman 
Pike County Commissioner 
230 Waveriy Place, Suite 1000 
Waveriy, OH 45690 

4328454V1 13 



Teddy West 
Pike County Commissioner 
230 Waveriy Place, Suite 1000 
Waveriy, OH 45690 

Richland County 

Lorrie Tackett 
Madison Township Clerk 
PO Box 2207 
Mansfield, OH 44903 

Homer Hutcheson 
Madison Township Trustee 
PO Box 2207 
Mansfield, OH 44903 

James Boyd 
Madison Township Trustee 
PO Box 2207 
Mansfield, OH 44903 

Mark McDaniel 
Madison Township Trustee 
PO Box 2207 
Mansfield, OH 44903 

Robyn K. Perry 
Mifflin Township Clerk 
2326 Park Avenue E. 
Mansfield, OH 44903 

John B. Jaholnycky 
MifQin Township Trustee 
2326 Park Avenue E. 
Mansfield, OH 44903 

Roger D. Cook 
Mifflin Township Trustee 
2326 Park Avenue E. 
Mansfield, OH 44903 

Russ C. Reed 
Mifflin Township Trustee 
2326 Park Avenue E. 
Mansfield, OH 44903 

Timothy Wert 
Richland County Commissioner 
50 Park Avenue, East 
County Courthouse 
Mansfield, OH 44902-1861 

GaryUtt 
President 
Richland County Commissioner 
50 Park Avenue, East 
County Courthouse 
Mansfield, OH 44902-1861 

Edward W. Olson 
Richland County Commissioner 
50 Park Avenue, East 
County Courthouse 
Mansfield, OH 44902-1861 

Seneca County 

Mayor James W. Boroff 
51 East Market Street 
Tiffm, OH 44883 

Paul L. Elchert, Jr. 
City Council President 
51 East Market Street 
Tiffin, OH 44883 

Peter Galipeau 
Council at Large 
51 East Market Street 
Tiffin, OH 44883 

Tyler Shuff 
Coimcil at Large 
51 East Market Street 
Tiffin, OH 44883 

Mark D. Hayes 
Council at Large 
51 East Market Street 
Tiffin, OH 44883 
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Steve Lepard 
1̂ ' Ward Council Member 
51 East Market Street 
Tiffin, OH 44883 

Aaron Montz 
2"'̂  Ward Council Member 
51 East Market Street 
Tiffin, OH 44883 

Lori Ritzier 
3''' Ward Council Member 
51 East Market Street 
Tiffin, OH 44883 

Rich Cline 
4"" Ward Council Member 
51 East Market Street 
Tiffin, OH 44883 

Benjamin Nutter 
Vice President 
Seneca County Commissioner 
111 Madison Street 
County Courthouse 
Tiffin, OH 44883 

David Sauber Sr. 
President 
Seneca County Commissioner 
111 Madison Street 
County Courthouse 
Tiffin, OH 44883 

Jeffrey D. Wagner 
Seneca County Commissioner 
111 Madison Street 
County Courthouse 
Tiffin, OH 44883 

Kenneth P. Crabill 
Clinton Township Clerk 
2584 N. State Route 101 
PO Box 801 
Tiffin, OH 44883 

Dennis Baugher 
Clinton Tovmship Trustee 
2584N. State Route 101 
PO Box 801 
Tiffm, OH 44883 

James Distel 
Clinton Township Trustee 
2584 N. State Route 101 
PO Box 801 
Tiffin, OH 44883 

Dennis Moyer 
Clinton Township Trustee 
2584 N. State Route 101 
PO Box 801 
Tiffin, OH 44883 

Lorrayne A. Kovasckitz 
Hopewell Tovmship Clerk 
PO Box 309 
Bascom, OH 44809 

Lori J. Zoeller 
Hopewell Township Trustee 
PO Box 309 
Bascom, OH 44809 

Richard J. Gosche 
Hopewell Tovmship Trustee 
PO Box 309 
Bascom, OH 44809 

James E. Clouse 
Hopewell Township Trustee 
PO Box 309 
Bascom, OH 44809 

Julie L. Vogel 
Eden Township Clerk 
POBox7i 
Melmore, OH 44845 

Thomas L. Wise 
Eden Township Trustee 
POBox71 
Melmore, OH 44845 
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Veme J. Shellhouse 
Eden Township Trustee 
POBox7l 
Melmore, OH 44845 

Thomas Weimerskirch 
Eden Township Trustee 
POBox71 
Melmore, OH 44845 

Case No. 09-391-WS-AIR Intervenors 

Melissa Yost 
Associate Consumers' Counsel 
Office ofthe Ohio Consumers' Counsel 
10 West Broad Street, Suite 1800 
Columbus, OH 43215 

Henry Eckhart 
Attorney at Law 
50 West Broad Street, Suite 2117 
Columbus, OH 43215-3301 

Mark Russell 
Law Director 
City of Marion 
233 West Center Street 
Marion, OH 43302 
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Exhibit A 

OHIO AMERICAN WATER COMPANY 
NOTICE OF APPLICATION FOR AUTHORITY 

TO COLLECT A SYSTEM IMPROVEMENT CHARGE 
BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO 

CASENO. 11-151-WW-SIC 

On January 12, 2011, Ohio American Water Company filed an Application for authority to 
collect a System Improvement Charge in the following districts—Ashtabula, Lawrence County, 
Mansfield, Marion and Tiffin. 

A copy of the Application is available for inspection at the office of Ohio American located at 
365 East Center Street, Marion, Ohio 43301-0506 or by calling 1-800-673-5999 a copy is also 
available on the company's website at http://www.amwater.com/ohaw. Additionally, a copy of 
the application is available for inspection at the offices of the Public Utilities Commission of 
Ohio, 180 East Broad Street, 11* Floor, Columbus, Ohio 43215 or by website at 
http://wAv\v.puco.ohio.aov/PUCO/Docketing/index.cfm (enter the case number). 

In its Application, Ohio American seeks authority, pursuant to Ohio Revised Code Section 
4909.172 to collect a monthly system improvement charge from water service customers in the 
above noted districts. The purpose of the surcharge is to recover costs incurred related to 
replacement of certain qualifying infi-astructure improvements totaling approximately 
$6,408,114 to its water distribution plant that have been installed subsequent to the period upon 
which the current rates were based in the company's last rate case approved by the Public 
Utilities Commission of Ohio. Ohio American is proposing a SIC surcharge of 3.1687% to be 
assessed on the total usage and customer charge applicable to each customer. This surcharge 
will not exceed a 3% increase on ALL charges applicable to the affected customers. The 
Application, if granted, would result in $1.21 a month increase for an average residential 
customer using 4,500 gallons of water per month in the Ashtabula, Lawrence Coimty, Tiffm, 
Lake White and Preble County areas; $1.27 a month for customers in the Marion area and 
metered customers in the Mansfield areas; and $1.34 for unmetered customers in the Mansfield 
areas. 

Any person, firm, corporation or association may file comments in Case No. 11-151-WW-SIC 
regarding the proposed application with the Public Utilities Commission of Ohio at the above 
address. The deadline for filing comments is , 2011. 

4329118vl 

http://www.amwater.com/ohaw
http://wAv/v.puco.ohio.aov/PUCO/Docketing/index.cfm


OHIO-AMERICAN V^ATER COMPANY 
WATER A 

CaseNo. 11-151-WW-SIC 
Annualized Revenue Reouirement 

Exhibit B 

Schedule 1 

Line 
No. 

1 Return on Investment 
2 Plant In-Service 
3 Additions 
4 Original Cost Retired 
5 Net Plant In-Service (3 - 4) 

6 Less: Accumulation Provision for Depreciation 
7 Depreciation Expense 
8 Original Cost Retired 
9 Total Accumulated Provision for Depreciation (7 - 8) 

10 Net Rate Base 

11 Pre-tax Rate of Retum 

12 Annualized Return on Rate Base (10x11) 

$ 

6,408,114 
131,679 

6,276,435 

109,748 
131.679 
(21,931) 

6,298,366 

10.73% 

Schedule 2, Ln. 6 
Schedule 3, Ln. 6 

Schedule 4, Ln. 8 
Schedule 3, Ln. 6 

Schedule 7. Ln. 4 

675,815 

Operating Expenses 
13 Annualized Provision for Depredation For Additions 
14 Annualized Reduction in Depredation For Retirements 
15 Annualized Property Taxes for Additions 
16 Annualized Reduction for Property Taxes for Retirements 

17 Annualized Revenue Requirement (12 + 13 -14 + 15 -16) 

13 Total Revenue Approved in Case No. 09-391-WS-AIR 

19 Water A 

20 Maximium % Allowed Under Section 4909.172 ofthe Ohio Revised Code 

21 Adjusted Annual Revenue Requirement (19 x 20) 

s 

$ 

$ 

$ 

122,687 
3,918 

258,504 
5,312 

1.047,775 

30.232,581 

3.00% 

906,977 

Schedule 5, Ln. 6 
Schedule 6, Ln. 6 
Schedule 6a. Ln. 5 
Schedule 6a, Ln. 5 
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^ î . e» 
r-
co 

"̂ 
w 

CM 
o 
o" 
CO 
v " 

w 

g 
cc 
o, 
CM 
««•" 

w 

i n 
t--

o l 
• f l " 
f S 

^ (A 

t ^ 
i n 

". f -
i n 
O i 
v " 

« 
g 
CO 
CO 
OJ 
1-" 

« 

u S i 
(O 
t n 

»-̂  "̂ 
» 

cn CM «o 
CM ^ r r 
°t " . «» 
, - r^ «> 

s s ? 
i n 

«* 

(« 
V t o t o 
f ^ cn CM 
» f S •--. 

| 5 2 

v ^ 

t n T^ T-
1 - CM O 
O CO. I - . 
r-." oJ t o 
• * O T-
«3 «-

M-

m ^ g 
r>- p> i n 

s"s"s 1 - T -

w 

£ • to ^ 

s s g 
t ~ CO CM 
( N • " 

• — 

t© 

CD CO i n 
^ " i n " 
CM CM 

» 
CO t o en 

S r̂  S 
ffi' OJ O 
CO i n T-

w 

cn i n CO 
Ol i n CM 
o c o ­

co 

£ • ^ i n 

SS.K 
r - [ - i n 

£, ^ 

» 
I s g 
co" f~" 
i ~ 

» 
s s t 
CD w en 
i n CO to" 
•V T-

t * 

^ ^ S CM CM t o 
^ ' CM CM' 
t o T -

-—• ~̂  
» 

• * 

»-T -

as 

§ 
<o 

V* 

T 

w 

i n 
cn 
OJ 

S 
h -

(A 

^ I--
i n 

en 

«A 

CO 

i B 

8 
•w 

: 
=?i 
S 
o 
CM 

H 
w 

rMJ 
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OHIO-AMERICAN WATER COMPANY 
WATER A 

CaseNo. 11-151-WW-SIC 

Annualized Depreciation Associated With Additions 

Exhibit B 
Schedule 5 

Line Acct. 
No. No. Description 

343 
345 
348 

Property Grouping 
Mains 
Services 
Hydrants 
Total (2 + 3 + 4) 

Grand Total 

Plant In Service 
Balance At 

11/30/10 
(a) 

$ 5,381,929 
837,242 
188.943 

$ 6,408,114 

$ 6,408,114 

Accrual Rates 
(b) 

1.42% 
5.00% 
2.33% 

Depreciation 
Expense 

(c) 

; 76,423 
41,862 
4,402 

» 122,687 

S 122,687 

(a) Schedule 2 
(b) Accrual Rates Approved in Applicant's Last Base Rate Case 
(c) Columns (a) x (b) 



Exhibit B 
Schedule 5a 

OHIO-AMERICAN WATER COMPANY 
WATER A 

CaseNo. 11-151-WW-SIC 

Annualized Propgrtv Taxes Associated With Additions 

Line 
No. Description 

1 Plant in Service-Additions (a) S 6,408,114 

2 Percentage of Assessment Value to the Total Cost (b) 60.29% 

3 Property Subject to Ohio Property Taxes (1) x (2) $ 3,863,452 

4 Tax Rate per $1,000 (b) 66.91 

5 Ohio Property Tax (3) x (4) $ 258.504 

(a) Schedule 2, Ln. 6 
(b) Refer to Case No, 09-391-WS-AIR 



OHIO-AMERICAN WATER COMPANY 

WATER A 

CaseNo. 11-151-WW-SIC 

Annualized Reduction in Depredation For Retirements 

Exhibit B 

Schedule 6 

Line Acct. 
No. No. Description 

1 Property Grouping 
2 343 Mains 
3 345 Services 
4 348 Hydrants 
5 Total (2 + 3) 

6 Grand Total 

Plant in Service 
Balance AI 

11/30/10 

(a) 

$ 67,173 
54,747 
9,759 

$ 131,679 

$ 131,679 

Accrual Rates 
(b) 

1.42% 
5.00% 
2.33% 

D^redatlon 
Expense 

$ 

T 
A. 

(0) 

954 
2,737 

227 
3,918 

3,918 

(a) Schedule 3 
(b) Accrual Rates Approved in Applicant's Last Base Rate Case 
(c) Columns (a) x (b) 



Exhibit B 
Schedule 6a 

OHIO-AMERICAN WATER COMPANY 
WATER A 

CaseNo. 11-151-WW-SIC 

Annualized Reduction in Property Taxes for Retirements 

Line 
No. Description 

1 Plant in Service - Retirements (a) $ 131.679 

2 Percentage of Assessment Value to the Total Cost (b) 60.29% 

3 Property Subject to Ohio Property Taxes (1) x (2) $ 79,389 

4 Tax Rate per $1,000 (b) 66.91 

5 Ohio Property Tax (3) x (4) $ 5.312 

(a) Schedule 3, Ln. 6 
(b) Refer to Case No. 09-391-WS-AIR 
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Exhibit B 
Schedule 8a 

OHIO-AMERICAN WATER COMPANY 

WATER A 

CaseNo. 11-151-WW-SIC 
Working Capital & Other Rate Base Items 

Working Capital 

(1) Operation & Maintenance Expense 

(2) Expense Lag Dollars (1} / 8 

{3) Materials & Supplies 

(4) 1/4 of Operating Taxes 

(5) Working Capital (2) + (3) - (4) 

(a) Annual Report, Schedule 5 
(b) Annual Report, Schedule 4 
(c) Represents 1/4 of Taxes Other Than Income Taxes & Current Federal Income Taxes Excluding PICA 

and .75% of the Ohio Gross Receipts Tax 

Other Rate Base Items 

(1) Customers' Deposits (a) $ 

(2) Unclaimed Funds (b) 

(3) Customer's Advances For Construction (a) {6,036,058} 

(4) Contributions in Aid of Construction (b) (3,044,491) 

(5) Investment Tax Credits (b) (5,188) 

(6) Deferred Federal Income Taxes (b) (7,534,118) 

(7) Other (b) (612.176) 

(8) Other Rate Base Items (1) Thru (7) $ (17,232.031) 

(a) Refer to Balance Sheet 
(b) Refer to Case No. 09-391-WS-AIR 



OHIO AMERICAN WATER COMPANY P.U.C.O.No. 15 

EXHIBIT B, SCHEDULE 9 
PAGE 1 OF 3 

4* Revised Sheet No. (i) 
Replaces 3'''Sheet No. (i) 

TABLE OF CONTENTS 

Description 

Table of Contents and General Subject Index 

Schedule of Rates 
General Water Service Except for Franklin and Portage County Districts 

System Improvement Charge Except for Franklin and Portage Districts 

General Water Service for Franklin and Portage County Districts 

General Sewer Service for Franklin and Portage County Districts 

Summer/Winter Sewer Usage Formula 

Reconnection Charge, Dishonored Payment Charge, Late Payment Charge 
Payment Charge, Account Activation Charge 

Large-Quality Users of Water 

Private Fire Service 

Water for Building and Construction Purposes 

Billing of License, Occupation or Other Similar Charges or Taxes, 
Exclusive of Franchise Taxes 

Public Fire Service - New Installations 

Sheet Number 

(i) 

1 

lA 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Service Area Maps 

Mapof Service Area 

Mapof Service Area 

Map of Service Area 

Map of Service Area 

Map of Service Area 

Map of Service Area 

Map of Service Area 

Map of Service Area 

Map of Service Area 

Ashtabula District 

Franklin County District 

Lawrence County District 

Mansfield District 

Marion District - Marion County 

Marion District - Preble County 

Marion District - Pike County 

Portage County District 

Tiffm District 

11 

12-16 

17 

IS 

19 

20 

21 

22-23 

24 

Issued: 

Filed under authority in 
CaseNo. 11-151-WW-SIC 

ISSUED BY: DAVID K. LITTLE, PRESIDENT 
Ohio American Water Company 

365 East Center Street, Marion, Ohio 43302 

Effective: 



OHIO AMERICAN WATER COMPANY 

EXHIBIT B, SCHEDULE 9 
PAGE 2 OF 3 

P.U.C.O. No. 15 6'̂  Revised Sheet No. (x) 
Replaces S'"" Revised Sheet No. (x) 

Subject 

GENERAL SUBJECT INDEX 
Effective 
Date 

•S- (Cont) 

Marion District-Pike County 
Portage County District 
Tiffm District 

Service Line 
Service Line Installation and Maintenance 
Service Pipe for Both General and Fire Service 
Sewer Line Installation and Maintenance 
Stop and Waste Cock 
Summer Sewage Usage Formula 
Supplemental Memorandum to Water Main 

Extension and Deposit Agreement 
Supplemental Memoraindum to Water Main 

Extension and Revenue Agreement 
Supplemental Water Main Extension and Revenue 

Guarantee Agreement for Subsequent Connector 
Surface Water 
System Improvement Charge 

Tampering 
Taxes of Fees Billed Customers 
Temporary Service Connection 
Termination of Service - At Customer's Request 
Termination of Service - By the Company 
Tiffm District 
Turn-on Charge to New Customers 

Uninterrupted Water Supply 
Unusual Installation Costs 
Use for Unlawful Purposes 

Vacation Service (Seasonal) 
Vacuum Breakers 

Water Main Extension and Deposit Agreement 
Water Main Extension and Revenue 

Guarantee Agreement 
Water Pressure 
Winter Sewer Usage Formula 

2/25/05 
2/25/05 
2/25/05 
2/25/05; 3/7/07 
2/25/05; 3/7/07 
2/25/05 
3/7/07 
2/25/05; 3/7/07 
3/7/07; 11/12/08 

2/25/05 

2/25/05 

2/25/05 
2/25/05; 3/7/07 
8/08/05;3/7/07;U/12/08;6/18/09; 

Sheet 
Number 

21 
22-23 

24 
27 

33-36 
32 

36A-36D 
35 
4 

68-70 

80-81 

82-84 
36 

; lA 

-T-

-U-

• V -

2/25/05; 11/12/08 
2/25/05 
2/25/05 
2/25/05; 11/12/08 
2/25/05; 11/12/08 
2/25/05; 3/7/07 
2/25/05 

2/25/05 
2/25/05 
2/25/05; 3/7/07 

2/25/05 
2/25/05 

-W-
2/25/05 

2/25/05 
2/25/05 
3/7/07:11/12/08 

44 
9 

27 
44-45A 
44-45A 

25 
27 

47 
30 

27; 28 

30 
48 

63-70 

71-84 
47 
4 

Issued: Effective: 

Filed under authority in 
CaseNo. 11-151-WW-SIC 

ISSUED BY: DAVID K. LITTLE, PRESIDENT 
Ohio American Water Company 

365 East Center Street, Marion, Ohio 43302 



EXHIBIT B, SCHEDULE 9 
PAGE 3 OF 3 

OHIO AMERICAN WATER COMPANY P.U.C.O. No. 15 4* Revised Sheet No. 1A 
Replaces 3"* Revised Sheet No. 1A 

GENERAL WATER SERVICE 

System Improvement Charge 

AU water service Customers EXCEPT FOR FRANKLIN COUNTY AND PORTAGE COUNTY 
DISTRICT CUSTOMERS will pay a SIC surcharge which will not exceed three percent ofthe total charges 
applicable to the customers in the districts affected by the surcharge. Because ofthe inability to calculate 
surcharge on certain charges that would assure that the affected customers would receive no more than a three 
percent increase to total charges, the surcharge will be calculated on each monthly or bi-monthly bill only on the 
usage rates and customer charges for water service applicable to those customers, or 3.1687%. 

Issued: Effective: 
Filed under authority in 

Case No. Case No. n-151-WW-SlC 

ISSUED BY: DAVID K. LITTLE, PRESIDENT 
Ohio American Water Company 

365 East Center Street, Marion, Ohio 43302 



OHIO-AMERICAN WATER COMPANY 
WATER A 

CaseNo. 11-151-WW-SIC 
Revenue Distribution 

Exhibit B 
Schedule 10 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

Residential 
Commercial 
Industrial 
Industrial Special Contracts (Whirlpool, Poet) 
Public Authority 
Private Fire 
Sales for Resale 
Miscellaneous Sales 
Other Revenue (NSF, Late Payment, etc.) 

Revenues Per 
Last Rate Case 

Case No 

$ 

$ 

09-391-WS-AIR 

18,083,475 
4,862,369 
1,989,855 

494.189 
1,715.481 

620,986 
1,350,614 

0 
1,115,612 

30,232,581 

Surcharge 
Percent 

3.1687% 
3.1687% 
3.1687% 
0.0000% 
3.1687% 
3.1687% 
3.1687% 
3.1687% 
0.000% 

Surcharge 
Revenues 

$ 573,011 
154,074 
63,053 

0 
54.358 
19,677 
42.797 

0 
0 

$ 906,970 

11 Total Surcharge Revenue 

12 Approved Water A Revenue (Case No. Og-391-WS-AIR) 

13 Overall Surcharge Increase (11/12) 

906,970 

30,232,581 

3.00% 



Impact for 

Water Operations 

Ashtabula 
Lawrence County 
Tiffin 
Lake White 
Preble County 

Exhibits 
Schedule 10a 

Ohio American Water Company 
Avg. Residential Customer - System Improvement Charge (SIC) Filing 

Annual Bill 
SIC Annual Current Surcharge With SIC % 

Surcharge Usage Annual Bill Amount Surcharge Incr 

Single Tariff Pricing 

3.1687% 45,000 $458.59 $14.53 $473.12 3.1684% 

with Softeninq Surcharge 
Marion 
Mansfield 3.1687% 45,000 479.08 $15.18 $494.26 3.1686% 

Mansfield (Flat Rate) 3.1687% 0 508.50 $16.11 $524.61 3.1681% 
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Exhibit B 
Schedule 11 

OHIO AMERICAN WATER COMPANY 
CASENO. 11-151-VWV-SIC 

PROPOSED CUSTOMER NOTICE TO BE PLACED ON THE BILL OR AS AN INSERT 

An Ohio law, effective January 4, 2004, created an infrastructure irriprovement 

surcharge, known as the System Improvement Charge (StC), to assist v\/ater companies to fund 

the repiacement and rehabilitation of infrastructure including aging water mains. These 

improvements are crucial to the future of service reliability and water quality. The surcharge is 

limited to and may not exceed three percent per year of the rates and charges applicable to each 

class of customers. 

This surcharge procedure assists water companies such as Ohio American Water 

Company (Ohio American) to accelerate the replacement of old water mains to improve water 

quality, pressures, flows and long-term system viability and allows customers to pay as the 

infrastructure work is being completed. Because of the small increases for these improvements, 

the amount of future rate requests will likely decrease. 

On January 12, 2011, Ohio American filed an application with the Public Utilities 

Commission of Ohio (PUCO) in Case No. 11-151-WW-SIC seeking authority to collect an SIC in 

the following districts: Ashtabula, Lawrence County, Mansfield, Marion [includes portions of 

unincorporated areas in Marion County and in Morrow County, the Pike County service area 

(Lake White), Preble County service area], and Tiffin in Seneca County. Ohio American sought 

authority from the PUCO for a SIC to recover costs related to certain qualifying infrastructure 

improvements to the company's distribution system that are not included in the rates approved in 

the last rate case. 

After the PUCO Staff conducted an investigation into the application, the PUCOiapproved 

Ohio American's request on . The PUCO approved the collection of a SIC ;of % 

applied to the usage and customer charge for water service to your monthly/bi-monthly bill. The 

surcharge will appear on bills on or after . The SIC surcharge will result in the 

average residential customer's bill being increased by cents based upon an average 

consumption of of water. This surcharge will continue to appear on future bills and may be 

adjusted or eliminated based upon decisions of the PUCO. 

If you have any specific questions concerning SIC, the impact of the surcharge, your bill, 

or if you have any other questions, please call Ohio American's Customer Service Center at 1-

800-673-5999. You are a valued customer and we welcome the opportunity to discuss this 

important matter with you. 



Exhibit C 

OHIO AMERICAN WATER COMPANY 

CASE NO. 11-151-WW-SIC 

DIRECT TESTIMONY OF 

GARY M. VERDOUW 



1 OHIO AMERICAN WATER COMPANY 
2 CASE NO. 1i-151-WS-SIC 
3 
4 DIRECT TESTIMONY OF 
5 GARY M. VERDOUW 
6 
7 

8 1. Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

9 A. My name is Gary M. VerDouw and my business address is 727 Craig Road, 

10 Saint Louis, Missouri 63141. 

11 

12 2. Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

13 A. I am employed by American Water Works Service Company ("Service 

14 Company") as the Manager of Rates and Regulation. The Service Company is a 

15 subsidiary of American Water Works Company, Inc. ("American") that provides 

16 support services to American's subsidiaries. 

17 

18 3. Q. PLEASE SUMMARIZE YOUR EDUCATIONAL AND PROFESSIONAL 

19 QUALIFICATIONS. 

20 A. I graduated from the University of Mary in Bismarck, North Dakota in 1981 with a 

21 Bachelor of Science degree in Business Administration. I returned to the 

22 University of Mary and completed a second major in Accounting in May of 1988. 

23 I have attended the Utility Rate Seminar sponsored by the National Association 

24 of Regulatory Utility Commissioners ("NARUC") Water Committee and have 

25 participated in various continuing education programs sponsored by my former 

26 employers and by the Service Company. I am a member of the American Water 

27 Works Association ("AWWA") and am currently a member of the Indiana Utilities 

28 Regulatory Commission ("lURC") Water Rate Design Committee. 



1 

2 4. Q. PLEASE OUTLINE YOUR BUSINESS EXPERIENCE. 

3 A. I began my employment in February of 1981 when 1 was hired as Reconciliation 

4 and Funds Administrator for the North Dakota State Treasurer's Office. I was 

5 hired as a Field Accountant for ANG Coal Gasification Company in Beulah, North 

6 Dakota in December of 1981. While employed with ANG, I was promoted to 

7 Accounts Payable Supervisor in 1982 and Cash Manager in 1984, where 1 

8 oversaw daily cash management of over $1.5 billion in secured debt and over 

9 $400 million in daily cash balances. In January, 1988, I was hired as Business 

10 Manager for Capital Electric Cooperative, Inc. of Bismarck, North Dakota. My 

11 responsibilities there included the supervision and oversight of all accounting, 

12 finance, billing, budget, insurance, human resources, cash management, rate 

13 studies, and other functions for a growing electric distribution cooperative serving 

14 over 13,000 consumers. I was employed at Capital Electric until October of 

15 2004, at which time I moved to the Saint Louis area. In February, 2005, I 

16 accepted the position of Senior Financial Analyst - Rates and Regulations with 

17 the Service Company. 1 was promoted to Manager of Rates and Regulation in 

18 April of 2008. In my current position, I work with rates and rate issues for 

19 regulated subsidiaries of American, including Ohio American Water Company 

20 ("Ohio American" or "Company"). 

21 

22 5. Q. HAVE YOU TESTIFIED BEFORE ANY REGULATORY AGENCIES WITH 

23 RESPECT TO REGULATORY MATTERS? 

24 A. Yes. I have testified and/or provided testimony in numerous proceedings before 

25 the Public Utilities Commission of Ohio ("PUCO", or "Commission"), the Indiana 

26 Utility Regulatory Commission, and the Illinois Commerce Commission. 



2 6. Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS CASE? 

3 A. The purpose of my testimony is to address the schedules that are required as 

4 part of this application in the filing of a System Improvement Charge ("SIC") for 

5 Ohio American Water Company ("OAWC", or the "Company"). 

6 

7 7. Q. PLEASE EXPLAIN WHAT A SYSTEM IMPROVEMENT CHARGE IS. 

8 A. A watenA/orks company or a sewage disposal system company may file an 

9 application with the public utilities commission for approval to recover in rates 

10 specific costs associated with making specific water and sewer infrastructure 

11 replacements to its system. 

12 

13 The Governor signed S.B. 44 that became effective January 6, 2004. The 

14 legislation enacted Section 4909.172, Revised Code. This legislation recognized 

15 the importance of replacing aging infrastructure. 

16 

17 

18 8. Q. WHAT ARE SOME OF THE KEY PROVISIONS OF THIS LEGISLATION? 

19 A. First, the Company must seek approval from the Commission. 

20 

21 Other key provisions of the legislation are as follows: 

22 • The SIC can only recover specific costs associated with plant expenditures 

23 incurred after March 1, 2003 and which are not already reflected in the 

24 utility's current rates. The costs include a pretax return and depreciation 

25 expense. 



1 • The PUCO shall not authorize a surcharge under the legislation if it 

2 determines that the surcharge causes the Company to earn an excessive 

3 rate of return on its valuation. 

4 • The following capital improvements can be included in the SIC: 

5 1. In the case of a waterworks company, service lines for, and 

6 hydrants, mains, and valves installed as a part of, a replacement 

7 project for an existing facility; main extensions that eliminate dead 

8 ends to resolve documented water supply problems presented 

9 significant health or safety issues to then existing customers; and 

10 main cleaning or relining; 

11 2. In the case of a sewage disposal system company, mains and lift 

12 stations installed as part of a replacement project for an existing 

13 facility; main extensions that resolve documented sewage disposal 

14 problems presenting significant health or safety issues to then 

15 existing customers; and main cleaning, inflow and infiltration 

16 elimination, or relining; 

17 3. Unreimbursed capital expenditures made by the waterworks 

18 company, or the sewage disposal system company, for waterworks, 

19 or sewage disposal, facility relocation required by a governmental 

20 entity due to a street or highway project; 

21 4. Minimum land or land rights acquired by the company as necessary 

22 for any service line, equipment, or facility described in divisions 

23 (A)(1) to (3) of this section. 

24 Other provisions of the legislation are as follows: 

25 • During the period that an authorized surcharge is in effect, the Commission, 

26 by order and on its own motion or upon good cause shown, may reduce the 

A-



1 amount of or terminate a surcharge if it determines that the surcharge 

2 causes the company to earn an excessive rate of return on its valuation. 

3 • A surcharge may not exceed three percent of the rates and charges 

4 applicable to the revenue class and in effect on the date the application was 

5 filed. 

6 • The Company shall provide notice of any surcharge authorized under the 

7 legislation to each affected customer with or on the customer's first bill 

8 containing the surcharge. 

9 

10 9. Q. DID THE PUCO INITIATE A PROCEEDING RELATED TO THE ENACTMENT 

11 OF SECTION 4909.172? 

12 A. Yes. In Case No. 03-2266-WS-SIC, the Commission initiated a proceeding to 

13 review the form and content of the information necessary to evaluate the 

14 appropriateness of a SIC for a company. The PUCO Staff undertook a review of 

15 the legislation and designed a set of guidelines and schedules to be followed by 

16 companies filing applications under Section 4909.172. In early 2004, the 

17 Commission adopted specific guidelines to be followed by a company who 

18 wishes to file for an approval of a SIC. Effective August 22, 2008, the 

19 Commission incorporated its guidelines as par of Ohio Administrative Code 

20 ("OAC") Chapter 4901:1-15, specifically Rule 4901:1-15-35 and appendix. 

21 

22 10. Q. PLEASE DESCRIBE THE INFORMATION THAT OAWC IS FILING 

23 WITH THE PUCO IN ITS REQUEST FOR AN SIC. 

24 A. The application contains eleven schedules that have been filed as Exhibit B to 

25 the Application as required by OAC Rule 4901:1-15-35 and its appendix that 

•5 -



1 support the SIC filing. My testimony discusses each schedule in more detail 

2 below. 

3 

4 Schedule 1 - Revenue Requirement 

5 The Annualized Revenue Requirement for the Water A tariff group provides a 

6 financial summary schedule showing the proposed rate base, pre-tax rate of 

7 return, depreciation expense and property tax expense to arrive at a revenue 

8 requirement for the Water A infrastructure improvement charge. The total 

9 revenue requirement is shown on Line 17 in the amount of $1,047,775 and is 

10 based on a net rate base of $6,298,366 (Line 10 of Schedule 1) multiplied by the 

11 pre-tax return of 10.73% (shown on Line 4 of Schedule 7). Added to the 

12 annualized pre-tax return of $675,815 (shown on Line 12 of Schedule 1) is the 

13 net revenue requirement for the impact of depreciation expense in the amount of 

14 $118,769 (Line 13 less Line 14 of Schedule 1) and the net revenue requirement 

15 impact of property tax expense in the amount of $253,192 (Line 15 less Line 16 

16 of Schedule 1), bringing the total revenue requirement to $1,047,775. 

17 

18 Section 4902.172 of the Revised Code limits the annual surcharge to not more 

19 than three percent of the rates and charges applicable to the revenue class and 

20 in effect on the date the application was filed. The total revenue requirement 

21 approved by the PUCO in Ohio American's most recent rate case (Case No. 09-

22 0391-WS-AIR) for the Water A tariff group is $30,232,581 as shown on Line 19 

23 of Exhibit B, Schedule 1. Three percent of approved Water A Revenue 

24 Requirement of $30,232,581 results in an adjusted maximum surcharge revenue 

25 requirement of $906,977 (Line 19 multiplied by Line 20), as shown on Line 21 of 

26 Schedule 1. Although Ohio American has invested In its infrastructure at a level 

-6-



1 that would generate a surcharge revenue requirement of $1,047,775, the 

2 Company has lowered its revenue requirement by $140,798 so that the SIC 

3 surcharge would not exceed three percent. 

4 

5 Although the three percent maximum Adjusted Annual Revenue Requirement of 

6 $906,977 as shown on Line 21 of Schedule 1 is the revenue requirement 

7 requested by the Company in this application, the accompanying schedules 

8 reflect the actual values for plant in service, retirements, depreciation, and 

9 property taxes for schedule calculation purposes. 

10 

11 Schedule 2 - Plant Additions 

12 Schedule 2 lists all eligible infrastructure additions by major property grouping, 

13 account, and by month for the period of January, 2009 through November, 2010. 

14 All plant additions shown on Schedule 2 relate to replacement plant for mains, 

15 hydrants and services for the Water A tariff group. Total capital additions made 

16 between January, 2009 and November, 2010 is $6,408,114 and is shown on 

17 Line 12 of Schedule 2. 

18 

19 Schedule 3 - Original Cost Retired 

20 Schedule 3 lists original cost of plant retired, of which there is an eligible 

21 replacement, by major property grouping, account, and by month. Such 

22 Infrastructure is limited to what is identified above under Schedule 2 - Plant 

23 Additions. The original cost of the plant retired is $131,679 and is shown on Line 

24 12 of Schedule 3. 

25 

26 Schedule 4 - Provision for Depreciation 
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1 Schedule 4 lists infrastructure provision for depreciation by eligible related plant 

2 account and by month. Such infrastructure is limited to what is identified above 

3 under Schedule 2 - Plant Additions. Total provision for depreciation is $109,748 

4 and is shown on Line 30 of Schedule 4. 

5 

6 Schedule 5 - Annualized Depreciation Associated With Additions 

7 Schedule 5 includes the most recent balance of eligible plant additions by major 

8 property grouping and account from Schedule 2 - Plant Additions as required in 

9 order to compute depreciation expense. Also includes all applicable current 

10 book accrual rates. The amount ofthe depreciation expense is $122,687 and is 

11 shown on Line 6 of Schedule 5. 

12 

13 Schedule 5a - Annualized Property Tax Associated with Additions 

14 Schedule 5a calculates the annual property tax expense related to the eligible 

15 infrastructure additions under Schedule 2 - Plant Additions. The Property 

16 Subject to Ohio Property Taxes is based on the Plant in Service - Additions 

17 multiplied by the Percentage of Assessment Value to the Total Cost (determined 

18 in Case No. 09-391-WS-AIR). Ohio Property Tax is a product of Property 

19 Subject to Ohio Property Taxes multiplied by the Tax Rate per $1,000 

20 (determined in Case No. 09-391-WS-AIR) The annualized property taxes 

21 associated with additions is $258,504 and is shown on Line 5 of Schedule 5a. 

22 

23 Schedule 6 - Annualized Reduction in Depreciation for Retirements 

24 Schedule 6 includes the most recent original cost balance of retired plant, of 

25 which there is an eligible replacement, by major property grouping and account 

26 from Schedule 3 - Original Cost Retired as required to compute depreciation 
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1 expense. The annualized reduction in depreciation expense is $3,918 and is 

2 shown on Line 6 of Schedule 6. 

'> 

4 Schedule 6a - Annualized Reduction in Depreciation for Retirements 

5 Schedule 6a calculates the annual property tax expense related to the 

6 retirements from Schedule 3 - Original Cost Retired. The reduction in property 

7 taxes of $5,312 which is shown on Line 5 of Schedule 6a is based on the same 

8 methodology used in Schedule 5a. 

9 

10 Schedule 7 - Rate of Return 

11 Schedule 7 shows a rate of return summary from the most recent rate case 

12 order (Case No. 09-391-WS-AIR) which generated an overall retum of 7.73%. 

13 Using the appropriate gross-up factors, the pre-tax return is calculated to be 

14 10.73%. Also provided are supporting schedules as of the date certain from the 

15 last rate case. 

16 • Embedded cost of long-term debt, Schedule 7a. 

17 • Embedded cost of preferred stock. Schedule 7b. 

18 

19 Schedule 8 - Net Operating Income Return on Rate Base 

20 This schedule, with the supporting sub-schedule, calculates the operating 

21 income return on rate base using operating income for the year ending the same 

22 month as that used for the determination of rate base balance, November, 2010. 

23 The return was calculated by Incorporating the annualized impact of the results 

24 of the Company's recent rate case. Line 15 of the schedule shows that the 

25 earned return on the Company's valuation for 2010 was 5.06%. As such, the 

26 Company is not over-earning on its authorized rate of return of 7.73%. 



2 Schedule 8a shows the items that make up the Other Rate Base Items reported 

3 on Line No. 6 of Schedule 8. 

4 

5 Schedule 9 - Tariffs 

6 This schedule shows a copy of the proposed tariff sheet. Fourth Revised Sheet 

7 No. IA, showing the proposed surcharge. Since this is the Company's first 

8 request for the SIC since the most recent rate case, an SIC surcharge is not set 

9 forth in the current tariff. The SIC rate is 3.1687% for customers in the 

10 Ashtabula, Lawrence County, Marion, Tiffin, Lake White, Preble County and 

11 Mansfield service areas. Since the SIC surcharge is not applicable to Other 

12 Revenue such as NSF charges, late payment fees, etc., nor is it applicable to the 

13 PUCO approved special contract accounts of Whiripool and Poet, a surcharge 

14 percentage of 3.1687% is needed from the Residential, Commercial, Industrial, 

15 Public Authority, Private Fire, and Sale for Resale categories in order to generate 

16 an amount that will equal the three percent revenue requirement for the Water A 

17 tariff group as requested in this application. 

18 

19 The Company is not proposing a SIC for Franklin County, Portage County or its 

20 wastewater customers at this time. 

21 

22 Schedule 10 - Revenue Distribution 

23 The Revenue Distribution in Schedule 10 illustrates that the percentage increase 

24 has been uniformly distributed to each applicable customer class, and that the 

25 overall surcharge increase does not exceed three percent of the authorized 

26 revenue requirement for the Water A tariff group as approved In Case No. 09-
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1 0391-WS-AIR. As discussed above in Section 9 - Tariffs, the SIC surcharge is 

2 not applicable to Other Revenue such as NSF charges, late payment fees, etc.; 

3 nor is the surcharge applicable to the PUCO approved special contract accounts 

4 of Whiripool and Poet. As such, a surcharge percentage of 3.1687% is needed 

5 from the Residential, Commercial, Industrial, Public Authority. Private Fire, and 

6 Sale for Resale categories in order to generate an amount that will equal the 

7 three percent revenue requirement for the Water A tariff group as requested in 

8 this application. The schedule also demonstrates the allowed SIC surcharge 

9 percentage increase has been distributed uniformly to each affected customer 

10 class. Except for a minor rounding amount of $7, surcharge revenues on 

11 Schedule 10 equal the Adjusted Annual Revenue Requirement in the amount of 

12 $906,977 as shown on Line 21 of Schedule 1. 

13 

14 Schedule 10a shows the SIC surcharge impact for the average residential 

15 customer on an annual basis. The impact for the average residential customer 

16 ranges from $14.53 annually ($1.21 a month) to $16.11 annually ($1.34 a month) 

17 for a customer using 5 ccf, or 3,750 gallons, a month. 

18 

19 Schedule 10b shows the Impact of the SIC increase by Tariff group. The 

20 schedule shows the increase in revenues from the SIC and the effect on total 

21 revenue by tariff group. In summary, the effect of the SIC on the total revenue 

22 approved in Case No. 09-391-WS-AIR is to increase revenues for the Water A 

23 Group by 3.00% and to increase overall Company revenues by 2.28%. 

24 

25 Schedule 11 - Customer Notice 
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1 A copy of the proposed customer notice to be contained with or on the 

2 customer's first bill containing the surcharge is shown on Schedule 11. 

3 

4 

5 11. Q. DOES THIS COMPLETE YOUR TESTIMONY IN SUPPORT OF THE OAWC 

6 SIC FILING? 

7 A. Yes, it does, but I would like to reserve the right to supplement if additional 

8 issues are raised. 
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Exhibit A 

OHIO AMERICAN WATER COMPANY 
NOTICE OF APPLICATION FOR AUTHORITY 

TO COLLECT A SYSTEM IMPROVEMENT CHARGE 
BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO 

CASENO. 11-151-WW-SIC 

On January 12, 2011, Ohio American Water Company filed an Application for authority 
to collect a System Improvement Charge in the following districts—Ashtabula, Lawrence 
County, Mansfield, Marion and Tiffin. 

A copy of the Application is available for inspection at the office of Ohio American 
located at 365 East Center Street, Marion, Ohio 43301-0506 or by calling 1-800-673-
5 999 a copy is also available on the company's website at 
http://ww^w.ainwater.com/ohaw. Additionally, a copy of the application is available for 
inspection at the offices ofthe Public Utilities Commission of Ohio, 180 East Broad 
Street, ll"' Floor, Columbus, Ohio 43215 or by website at 
http://www.puco.ohio.gQv/PUCO/Docketing/index.cfm (enter the case number). 

In its Application, Ohio American seeks authority, pursuant to Ohio Revised Code 
Section 4909.172 to collect a monthly system improvement charge from water service 
customers in the above noted districts. The purpose of the surcharge is to recover costs 
incurred related to replacement of certain qualifying infrastructure improvements totaling 
approximately $6,408,114 to its water distribution plant that have been installed 
subsequent to the period upon which the current rates were based in the company's last 
rate case approved by the Public Utilities Commission of Ohio. Ohio American is 
proposing a SIC surcharge of 3.1687% to be assessed on the total usage and customer 
charge applicable to each customer. This surcharge will not exceed a 3% increase on 
ALL charges applicable to the affected customers. The Application, if granted, would 
result in $1.21 a month increase for an average residential customer using 4,500 gallons 
of water per month in the Ashtabula, Lawrence County, Tiffin, Lake White and Preble 
County areas; $1.27 a month for customers in the Marion area and metered customers in 
the Mansfield areas; and $1.34 for unmetered customers in the Mansfield areas. 

Any person, firm, corporation or association may file comments in Case No. 11-151-
WW-SIC regarding the proposed application with the Public Utilities Commission of 
Ohio at the above address. The deadline for filing comments is , 2011. 
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