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ViA E-MAIL & FIRST CLASS MAIL
September 5, 2014

State of New Jersey

Division of Rate Counsel

140 East Front Street, 4™ Floor
P.0. Box 003

Trenton, NJ 08625

Attention: Ms. Susan E. McClure, Esq.

Re: /M/O the Application of Fayson Lake Water Company for the Approval of an
Increase in Rates and Other Appropriate Relief
BPU Docket No.: WR14050405

Dear Ms. McClure:

I have reviewed the previous rate increase filing exhibits with Mr. Wood and Mr. Paterson and
have revised the test year to 2013,

Enclosed please find Exhibits A-K for the 2013 test year with adjustments.
Should you have any further questions, please do not hesitate to contact me.
Very truly yours,
W // 6/

s
Paul J. Cuva, C.P.A.
Registered Municipal Accountant

N araisi
PIC:ms T\;‘j(/[l W

Enclosures

cc: See Attached “Service List”
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2013 TEST YEAR

EXHIBITS A-K




FAYSON LAKE WATER COMPANY ret

ASSUMPTIONS FOR THE ADJUSTMENTS 0 .04
TO THE PROJECTED 2014 REVENUES AND EXPENSES.

1. Operating revenues - the increase in operating revenues represents the additional income
required to meet the desired rate of return and an increase in cell tower revenue for 2014.

2. Operating expenses ~ there is no increase in operating cost from the actual 2013
expenses.

3. Amortization — this figure represents the estimated cost of filing for a rate increase
($35,000) amortized over a two year period, adjusted to include a 50/50 sharing cost
between the Company and the ratepayers.

4, Franchise, gross receipt and excise fax — was calculated by taking the gross revenues
from the whole of its water lines, and multiplying by 14.0626%.

5. Interest expense - this is calculated by taking the rate base of $1,793,911 and multiplying
it by the long-term debt effective cost of 4.04%.

6. The additional cost added to the capital rate base was for capital costs incurred in the
amount of $417,790 for the replacement of the water plant filter system and other
anticipated capital costs.

7. Additional depreciation was calculated as follows:

Useful
Cost Life Depreciation
Purchase of New Truck $34,163 5 $6,833
Water Plant Improvements 417,790 25 8.3561
Total $451,953 $15,189

MOne half year convention.

8. Taxes — other than income, licenses and fees, includes an additional increase for the
NJDES permits from $3,880 to $8,406 or $4,526.




FAYSON LAKE WATER COMPANY SRRV )
COMPARATIVE BALANCE SHEETS hat
AS OF DECEMBER 31, 2011, 2012 AND 2013

[ f i '}{}fé
CLASS T
(o} ACCOUNT DESCRIPTION 2011 2012 2013
ASSETS
101 1-Water Utility Plant 3,510,146 3,628,804 3,703,564
110 2-Accumulated Reserve for
Depreciation 1,431,441 1,637,564 1,607,055
3-Net Plant 2,078,705 2,081,240 2,086,508
131 4-Cash and Working Funds 146,828 890,337 53,341
142 5-Customer Accounts
Receivable 147.517 158,571 168,768
185 7-Prepayments 3,500
8-Total Assets 2,376,548 . 2,338,148 2,318.618
Liabilittes and Stogkholder's Equity
231 9-Notes Payable 902,950 BB&,412 878,728
232 10-Accounts Payable 11,524 8,029 11,411
238 11-Taxes Accrued
238 12-Other Current & Accrued
Lizbilities 116,778 96,878 87,178
13-Total Liabilities 1,031,252 881,419 957,318
201 14-Capital Stock 88,000 88,000 88,000
216 15-Earned Surplus 458,422 458,855 474,426
271 16-Contribution in Aid of
Construction 798,874 798,874 788,874
17-Total Equity 1,345,296 1,348,729 1,361,300

18-Total Liabilities and
Stockholder's Equity 2,376,548 2,338,148 2,318,618




CLASS
G,

400

401-2
403-4
408

418
421

427

60t
820
621
831
632
850
901

820
921
923
524
526
830
g33

FAYSON LAKE WATER COMPANY
COMPARATIVE INCOME STATEMENT

FOR THE YEARS ENDED DECEMBER 34, 2011, 2012 AND 2013

ACCOUNT DESCRIPTION

OPERATING REVENUES
OPERATING REVENUES

QPERATING EXPENSES

Operation Expense

Depreciation and Amortization Expense

Taxes Other Than Income Taxes

Total Operating Expense

OTHER INCOME

{nterest and Dividends
Miscellaneous Nonoperating Income

Total Other income

NON-OPERATING EXPENSES
interest Expense
Total Non Operating Expenses

NET INCOME

Operation ang Maintenanca Expense ACCounis

Purchased Water

Operation Labor -~ Pumping

Fuel for Power Consumption
Chemicals

Cperation Supplies and Expenses
Maintenance of Distribution System
Meter Reading Labor

Uncollectible Accounts
Administration and General Salaries
Office Supplies and Other Expenses
Cutside Services Employed
Property Insurance

Employee Pensions and Benefits
Miscellaneous General Expenses
Transportation Expenses

Total Operation and Maintenance
Expenses

2011 2012

853,115 717.478 604,555
373.710 438,719 417,812
108,180 108,123 87,210
110,703 115,918 128,452
540,593 688,760 543,274
1,028 180 22
10,768 9,231
1,029 10,958 9,253
69,335 58,244 45,883
69,335 68,244 45953
{5,784) 1,433 14,571

277 183
83,275 127 455 132,997
64,397 60,714 51,400
4,131 3,949 5,068
8,517 4,670 2,441
54,091 84,881 44,357
4580 4,820 4,740
10,082
42,372 41,392 44024
9,977 4,550 5,831
23,405 29,853 27,076
38,057 39,840 42,234
24,863 23,521 28,365
12,800 8,148 5,567
2478 2,343 2332
373,710 436,718 417,812




CLASS

c

101
110

131
142

231
232
238
238

2
2186
271

FAYSON LAKE WATER COMPANY
COMPARATIVE BALANCE SHEETS
AS OF DECEMBER 31, 2013

Exhibit C

ACCOUNT DESCRIPTION 2013
ASSETS
1-Water Utility Plant 3,703,564
2-Accumulated Reserve for
Depreciation 1,607,085
3-Net Plant 2,096,509
4-Cash and Working Funds 53,341
5-Customer Accounts
Receivable 168,768
8-Total Assetls 2318618
Liabilities and Stockholder's Equity
S-Notes Payable 878,728
10-Accounts Payabie 11,411
11-Taxaes Accrued
12-Other Current & Accrued
Liabilities 67,178
13-Total Liabilities 957,318
14-Capital Stock 88,000
15-Earned Surplus 474,426
16-Contribution in Aid of
Construction 798,874
17-Total Equity 1,361,300
18-Total Liabilities and
Stockholder's Equity 2,318,618




FAYSON LAKE WATER COMPANY
Statement of Revenue Derived
For the Year Ended December 31, 2013

Metered Sales to General Customers (Including Hydrants)

Miscellaneous
Hook up fees
Turn off fees

Lease Tower Lines - Verizon
Lease Tower Lines - Sprint
Lease Tower Lines - AT&T
L.ease Tower Lines - T-Mobile

Total Revenue Derived

Exhibit b

$579,078

3,801
2,818
280

26,971
28,566
33,241
19,800

$604,555




OPERATING REVENUES

OPERATING EXPENSES

Operation Labor - Pumping

Fusl for Power Consuraption

Chemicals

QOperation Supplies and Expenses
Maintenance of Distribution System
Meter Reading Labor

Uncoliectible Accounts

Administration and General Salaries
Office Supplies and Other Expenses
Cutside Services Employad

Property Insurance

Employea Pensions and Health Benefits
Miscelfaneous General Expenses
Transportation Expenses

Depreciation and Amortization expense
Rate case amortization expense
Franchise, gross receipts and axcise tax

Taxes - other than income, licenses and fees

Total operating expenses before
fedoral income {axes

Utility operating Income {loss)
before federal income taxes

Non-operating Income {expenses)
Interest income
Miscellanoeus Nonoperating income
Interest expanse

Net Inceme before federal income tax

Federal income taxes

Net income after federal income taxes

FAYSON LAKE WATER COMPANY
STATEMENT OF INCOME AT PRESENT AND PROPOSED RATES

Exhibit £

PROC FORMA
Aciual Under Present Rates Under Froposed Rates
12 Month Ended Adjustments to Pro-Forma Adjustments Pro-Forma
12-31-2013 Column (1} Amounts to Column (3) Amount

684,585 884,555 §19,802
132,897 132,897 132,897
61,400 61,400 61,400
5,066 5,068 5,068
2441 2,441 2,441
44,357 44,357 44,357
4,740 4,740 4,740
10,082 10,082 10,082
44,024 44,024 44,024
5,631 5,631 5,631
27,076 27,076 27,016
42,234 42,234 42,234
28,865 28,965 28,8658
5,667 3,667 5,667
2,932 2,932 2,932
97240 97,240 15,188 112,399
8,750 8,750
79,846 79,846 19,123 88,669
48,606 4,526 53,132 53,132
643,274 4,526 647800 43,062 690,862
51,281 {4,526) 48,755 {43,062) 128,840
22 22 22

9,231 (9,231}
(45,863} {45,963} (26,511} {72,474}
14,671 (33,767} 814 {69,573} 56,488
14,671 {13,757) 814 {68,573) 56,488




FAYSON LAKE WATER COMPANY

Statement of Payments and Accruals to Affiliated Companies or Organizations

and to Those Who Own in Excess of Five Per Cent of the Company's Gapital Stock.

2011 2012

Exhibit F

2013

Payments;

Management fees 10,000

10,000



FAYSON LAKE WATER COMPANY
Calculation of Actual Rate of Return
On the Average Net Investment

Investment in Plant Facilities
Water Utlility Plant @ December 31,
Materials and supplies
Working Capital @ 1/8 of annual
operation and maintenance expenses
Less: Contributions for facilities
Depreciation Reserve @ Dscember 31,

Rate Base

Utility Operating Income (Loss) Before Intarest Exp.)

Rate of Retum

Exhibit G

Proforma Proforma

2011 2012 2013 Adjustment Amount
$3,510,146 $3,628,804 $3,703,564 372,983 4,076,547
5,000 5,000
46,714 §4.590 §2,202 52,202
3,566,860 3,683,394 3,760,768 372,983 4,133,749
{802,274} {802,274) {802,274} {802,274)
{1,431,441) {1,537,564) (1,607,055} {1,537,564)
1,323,145 1,343,556 1,351,437 372,983 1,793,811
{85,784) $1,433 $14,571 128,940
«0.44% 0.11% 1.08% 7.18%



FAYSON LAKE WATER COMPANY
Calculation of Indicated Rate of Return
On the Average Net Investment

investment in Plant Facllities

Water Utlility Plant
Materials and supplles
Working Capital @ 1/8 of annual
operation and maintenance expenses
Less: Contributions for facilities
Depreciation Reserve at December 31, 2013
Average Net Investment

indicated Rate of Return

Pro-Forma net income before interest expense

indicated Rate of Return on Investment
in Plant Facilities

Exhibit M

2013

$4,076,547

5,000

52,202

4,133,749
(802,274)

{1,537,564)

1,793,911

$128,940

7.19%



Exhibit |

FAYSON LAKE WATER COMPANY
Caleulation of Billing Rate Required
to Meet Desired Rate of Return

Total Income Required $819,802
Less:
Lease Tower Lines - Sprint 28,568
Lease Tower Lines - AT&T 37,295
Lease Tower Lines - T-Mobile 19,800
Lease Tower Lines - Verizon 30,367

Amount needed from customers 703,772




Exhibit J

FAYSON LAKE WATER COMPANY
Effective Rate of Return
Effective
Source Amount % Cost Cost
Long-term Debt 1,200,584 66.80% 6.00 4.01%
Ford Motor Note 34,163 1.90% 6.74 0.13%
Common Equity 562,426 31.30% 9.75 3.05%

$1,797,173 100.00% 7.18%




Ralo Element

58"

T+

112"
Consumption
Hydrants

Total

FAYSON LAKE WATER COMPANY

Proof of Revenugs

Present Rales

Moler Ratly Unils Rale Raverue
794 2837 90,103
82 70.93 23,265
2 141.85 1,135
2 226.86 1,816
52,700 787 414,749
85 528.00 44,880
575,948

Rate Element

Meler Ralio

s

1 *

1T

>
Consumption
Hydrants

Total

Proposed Rates

Unite Rate Revenue
784 34.67 140,100
82 86.67 28428
2 173.33 1.387
2 277.33 2218
52,700 8.62 508,797
85 845.18 54,841
703,772

Exhibit K

% Increase

22.18%
22.19%
22.10%
22.18%
22.18%
22.45%

22.19%



