Short Form Instructions


Following, you will find instructions for completing the forms and schedules for filing a water/wastewater base rate case, which may be used by small utilities in order to request additional revenues.  The forms to complete, with the required financial information for the rate increase request, are referred to as “Short Form” schedules.  An explanation of some of the other items necessary to make a complete rate filing is also provided.  A sample transmittal letter, a customer notice form and the two required affidavit forms are also included as attachments.
A complete rate filing consists of:


a) A transmittal letter to the Commission Secretary. (See Attachment)

b) A new tariff or tariff supplement containing the proposed rates and any changed rules and regulations, with a proposed effective date and list of changes.  All pages should be properly numbered; all changes, increases and decreases should be noted and set forth in the list of changes.  All rates, rules and regulations should be in compliance with applicable law or Commission practice.


c) A copy of the customer notice which was sent to customers regarding the proposed rate change.  This notice must be mailed at least 61 days prior to the proposed effective date.  The notice must contain the minimum information required by the Commission, as shown on the attachment.  The proper supplement and tariff numbers, effective date, amount of increase, percentage of increase and the average annual cost of service to a residential customer under present and proposed rates, must be shown in order to satisfactorily complete the notice to customers. (See Attachment)

d) Affidavits for Customer Notice and Verification of Facts. (See Attachments)  

e) All of the requested information on the Short Forms should be provided unless it is not applicable to the utility.  
Eight copies of each of the above must be submitted to the Secretary of the Commission at least 60 days prior to the effective date of the proposed rates.  You may also file these documents electronically with the PUC.  For instructions on how to file electronically, please go to the PUC website at: http://www.puc.state.pa.us/efiling/default.aspx.

A copy of each of the above must also be provided to the Office of Trial Staff, Office of Attorney General - Office of Consumer Advocate and to the Office of Small Business Advocate, at least 60 days prior to the effective date of the proposed rates.
Tariffs:

If you do not know or do not understand how to properly submit a new tariff or tariff supplement, Commission staff will assist you.  Commission staff is able to help you make changes to: supplement numbers, tariff and page numbers, recognition of changes, increases, or decreases, and applicable law or Commission policy concerning rates, rules and regulations.
Customer Notice Form:

The Attachments herein include an example of the minimum information you must provide to your customers.  You are also required to compute the effect of the proposed rates for any individual customer who requests such information, as noted in the sample notice.  You must mail the notice at least sixty-one (61) days or hand deliver it at least sixty (60) days, prior to the proposed effective date of the tariff or tariff supplement, unless otherwise authorized by the Commission. 
SHORT FORM SCHEDULES

The Short Form contains several schedules which request information for a Calendar Year or Fiscal Year that is the “test year” to be used in support of the requested rates.  The test year is a period of twelve consecutive months which end no more than one hundred and twenty (120) days prior to the date your rate filing is received by the Secretary of the Commission.  You may choose any test year period you wish, so long as it ends no more than one hundred and twenty (120) days before the completed filing is received by the Secretary.   For example, if you were to use the twelve month period from January 1 to December 31 as your test year, you would have to file your rate request with the Secretary of the Commission by the following April 30th.  
However, water and wastewater utilities with annual revenues under $100,000 and municipal corporations subject to Commission jurisdiction may use a period of twelve consecutive months which ends no more than one hundred and eighty (180) days prior to the date of filing (52 Pa. CS § 53.52 (b)(2)).


Several schedules request comparative annual data.  Ideally, you would provide data for two consecutive twelve month periods.  That is, if your test year ended on December 31, 2008, you would compare it to the twelve month period ended December 31, 2007. However, if you should use a test year which ended June 30, 2008 and you are unable to provide the comparable figures for the twelve months ended June 30, 2007, you should use the twelve month period ended December 31, 2006 for comparison to your test year.  It is not proper to compare two twelve month periods which overlap.


One purpose of the comparative statements is to demonstrate that the test year level is a normal level.  The staff may ask for additional supporting information concerning material differences between the two twelve month periods.  In order to process the rate request in a timely manner, it would be to your advantage to provide additional information concerning material differences with your rate filing.

The different types of accounts included in the Short Form Schedules are preceded by an account number that corresponds to the Uniform System of Accounts as established by NARUC (National Association of Regulatory Utility Commissioners), and/or as shown in the PUC Annual Report form.
Annualization, Normalization and Amortization Adjustments:

In order to adjust the test year level of revenues and expenses to a normal level which would reflect known and measurable changes to the test year totals, annualization or normalization adjustments may be made.

Some things that may cause an annualization or normalization adjustment to operating revenues are stated below:


a) Rate changes that occurred during the test year and result in a mix of tariff rates for recorded revenues must be adjusted using the latest (present) rates.


b) Changes in the number of customers or in the amount of water sold or wastewater treated during or subsequent to the test year.

c) Nonrecurring items.


d) Anticipation of gaining or losing a material number of customers in the near future.


Operating expenses may also require adjustments in order to reflect a normal level.  Changes in price or cost levels that can lead to adjustments must be measurable and permanent.  Changes in the operation of the utility such as additional pumping, chemical treatment, water purchases, etc. would also require that adjustments be made to the test year.  If abnormal items which do not occur annually (tank painting, extraordinary main breaks, pump repairs, etc.) or which are not expected to recur (major floods or storms) are included in the test year, they will distort the normal level of operating expenses.  Such items should be isolated and either amortized or eliminated.  Amortizations spread out the impact of these items over a number of years.

General Information – Schedule A

The first page of the Short Form requests basic information about the water/wastewater utility, its ownership structure and point of contact.

Balance Sheets – Schedule B

This schedule lists the accounts which are generally used by small corporations.  It is not all encompassing.  You may make additions to the information in order to report your financial position.  Most of the account titles on this schedule are generally used in many types of business.  However, the accounts titled “Customers’ Advances for Construction” and “Contributions in Aid of Construction” are usually found on public utilities’ books.  Customers’ advances are recorded to recognize all amounts received from customers or potential customers for construction of utility plant.  Such advances will either be refunded, or they may be permanently retained by the utility.  Contributions in Aid of Construction are the recorded amounts of any donations or contributions in cash, services, or property from states, municipalities, or other governmental agencies and individuals for construction purposes.  These contributions are made with the full knowledge and intention of being outright contributions to the utility.  No future refund is anticipated.


This schedule also contains Long-term Debt, and Loans Payable accounts. Your supporting information should contain certain details about these accounts. The holder, principal amount, remaining balance, term and interest rate of each debt obligation should be provided. Any special requirements involved with any of these accounts should also be provided, such as amortization schedules and sinking fund requirements.
Statements of Revenues – Schedule C

1.  Historic Data

In columns one (1) through four (4) of this schedule, you are to supply the number of customers and revenues for the test year and the prior year, broken down by the customer classifications. 


2.  Annualizations of Revenues


The revenue annualizations in column five (5) are necessary if the rates changed during the test year or there was a change in the number of customers.  It may also be necessary to make an adjustment to reflect additional revenues due to a material number of customers being added or lost subsequent to the test year.


The method of making revenue annualizations differs depending on the type of rates charged (usage based on metered rates or flat/fixed rates) and the customer classifications.  Examples follow.


a.  Residential Customers

1. Metered Rates
a) Compute the average number of customers during the test year
b) Compute the average usage per customer

c) Multiply the average usage per customer by the number of customers served at the end of the test year, and then multiply by the usage price
d) Multiply the number of test year end customers by the customer charge
e) Determine the going forward level of revenues less the test year revenues

Example: 
No. of customers at beginning of test year (column (1))



 200

No. of customers at end of test year (column (2))




 220

Test year total usage (gallons)



       

           10,500,000
Test year price (present rate per thousand gallons) 




   $7
Customer Charge (present rate per month)





 $10
Test year actual revenue






                $85,000
a) 
200 + 220 = 420; 420 / 2 = 210 avg. no. of customers

b) 
10,500,000/210 = 50,000 gallons - average usage per customer

c)
50(thousand gallons) x 220 customers x $7 = $77,000
d) 
220 customers x $10 customer charge x 12 months = $26,400
e) 
($77,000 + 26,400) = $103,400 - 85,000 = $18,400 annualization adjustment          to revenues [this amount would appear in column (5) of the Statements of Revenues on the Residential customer line]



2.  Flat/Fixed Rates

a) Multiply the number of customers served at the end of the test year by the flat rate to get the going forward level of revenues 


b) Determine the going forward level of revenues less the test year revenues

Example: 
No. of customers at beginning of test year (column (1))



200

No. of customers at end of test year (column (2))




220

Test year present monthly flat rate




                      $35
Test year actual revenue 






               $88,200
a) $35 x 220 customers x 12 months = $92,400

b) $92,400 - 88,200 = $4,200 annualization adjustment to revenues [this amount would appear in column (5) of the Statements of Revenues on the Residential customer line]


b.  Commercial Customers

In situations in which the commercial customers are small volume users and all maintain about the same level of usage and same size meter, you may use the method shown above for metered residential customers.  In other cases, it would be necessary to make an adjustment on an individual customer basis.  That is, if you lose a customer, isolate the revenues lost for that customer.  If you add customers during the test year or subsequent to the test year, you should reflect the effect on operating revenues on an annual basis.  You could use the volume of usage made by the customer during the test year or make an estimate of the customer’s usage.  You would then compute the revenue effect by applying your present tariff rates.



c.  Industrial Customers/Other Water Utilities


Changes in the number of customers or material changes in the usage by these customers should be done on an individual customer basis.


d.  Public and Private Fire

The annualization adjustment of revenues should be calculated in the same manner as the Flat/Fixed Rates procedure, by replacing the number of customers with the number of hydrants or other fire fixtures.

3.  Proposed Increases


The method of computing the effects of the proposed rate increases in column (7) vary according to the differences between your present and proposed rate structures:


a.  Across the Board Increase


The computation of the proposed increase is most easily done when you propose an across the board increase by customer class.  After you have properly annualized the test year level of revenues, you simply increase this level by the same percentage increase of the proposed tariff rates over the present tariff rates applicable to each customer classification.
b.  Rate Structure Changes


In cases in which you change the present rate structure or vary the percentage increase among the customer classes, you must provide the full computation of the revenues produced by your proposed rates.  In order to do this, you must provide a calculation (bill analysis) which shows the annual increase or decrease in total revenue by customer classification for each rate element (customer charge, usage charge, etc.).
Statements of Income - Schedule D 


The first two columns on this schedule contain the actual amounts for the prior year and the test year (as on the Statements of Revenues schedule).  The operating expenses are classified by major expense categories.  You should also provide a separate breakdown of the items contained in “Other Miscellaneous Expenses” and “All Other Taxes”.


1.  Annualization of Expenses


As stated previously, the test year level of operating expenses may require adjustments to reflect normal operations and also to allow the amortization of certain expenditures.  Some of the expense items that may require annualization adjustments are labor, power, chemical and insurance.  An annualization or normalization adjustment attempts to estimate what the cost of an item would be given the current unit cost and the normal level of usage.  In some cases, you must make annualization adjustments to reflect changes in the utility’s operations, such as when you add or lose employees, add or remove equipment, change employee benefits, etc.

You may annualize costs for items which are measurable by taking the test year level of purchases for that item, normalized for changes in operations and using that normalized level of purchases to calculate the total cost at the current price you must pay for these items.


In order to annualize the cost of labor, you should determine the normal number of straight-time and overtime hours worked before you apply the proper wage rate.


During the test year or in some prior years, you may have incurred certain types of operating expenses that should be depreciated or amortized to spread their effect out over a number of years.  Such things as tank painting, line cleaning, extraordinary main breaks, pump repairs, freeze related repairs, flood related repairs, etc. may require depreciation or amortization depending on their materiality.  You should provide supporting documentation for these types of expenditures.  An estimate should be made of the reoccurrence of such expenditures, if possible.  These expenditures would be depreciated or amortized over the time period of their expected reoccurrence or over time periods for which the Commission has established a policy.
Plant in Service – Changes Since the Last Rate Case - Schedule E 


Provide a copy of the utility’s Schedule 201 from its PUC Annual Report, for the test year.  If Schedule 201 does not reflect the additions and retirements since the last rate case filing, provide Schedule E.  Using this schedule, provide a basic description of the property added and retired by month and year for changes to the original cost since the last rate case. 
Capital Structure - Schedule F 

At the lower section of this Schedule, list each long-term and short-term debt, the principal amount outstanding at the end of the test year and the interest rate.
Rate of Return - Schedule G 


Enter a cost rate for the Common Equity; otherwise this schedule is self generating.  No additional input is needed.
Additional Supporting Information 

1) Reasons for the proposed rate increase. 

2) A billing analysis of the metered customers for the test year.  The analysis should include the total number of gallons sold in the test year as well as the customer service charges.  For unmetered sales, an analysis shall be provided based on the number and classification of customers, in addition to the number of fire protection fixtures.  

3) All annualization adjustments, allocations between companies, and amortizations should be fully explained in detail.  You should provide the full computation of the adjustment and explain why and how it was made.


4) Construction Work in Progress: Describe the purpose of the project (whether it was mandated by DEP, etc.), also supply the cost to date, the estimated cost to complete, the percent of completion, the estimated in-service date, the impact on revenues and expenses expected and any other information applicable to the project.

5) Depreciation:  Provide a copy of the IRS depreciation schedule.  Provide the method used to compute the accrued and the annual depreciation expense.  If applicable, also provide the depreciation schedule used for rate making.
6) Provide details of wages and salaries paid and a summary of work performed.
a. Identify the employees with their job classifications and a brief summary of the   work they perform
b. Identify the Certified operators and their class of certification, with expiration date

c. List the hourly wages or salaries paid

d. Provide the number of hours normally worked

e. Explain any allocation of wages and salaries between different companies


f.  List any other payments to employees beside wages and salaries
g. Describe the employee benefits paid by the company
7) Scope of Operations:  Briefly describe the plant and how it basically collects, treats, pumps, transmits and delivers water/wastewater service to its customers.  Provide a history of the company’s ownership and describe in detail, all major projects since the last rate case.
8) Copies of the latest, individual State and Federal Income Tax Returns.  If the utility is a corporation, provide IRS Form 1120 or Form 1120S and PA Form RCT 101, for the most recent filing year.
ATTACHMENTS

Sample transmittal letter to Commission Secretary


Sample Customer Notice (two pages)

Sample Affidavit affirming that Customer Notice was mailed / delivered on a certain date.  (This form must be notarized).
Sample Affidavit affirming factual nature of all data submitted.  (This form must be notarized).
ABC Small Water/Wastewater Company
Street Address

City, State, Zip

Phone Number / FAX Number / e-mail
Date

Secretary of the Commission
Commonwealth of Pennsylvania

Public Utility Commission

P.O. Box 3265
Harrisburg, PA 17105-3265

Re: ABC Small Water/Wastewater Company Base Rate Filing

Docket Number R-2009-XXXXXXX

Dear Secretary:


On behalf of the ABC Small Water/Wastewater Company please accept the following documents and data in connection with proposed Tariff (or Tariff Supplement) No. XX to Tariff – Water/Wastewater Pa. P.U.C. No. XX requesting an increase in base rates for all customer classes served by ABC Small Water/Wastewater Company.

As required by 52 Pa. Code § 53.51(b) et seq the ABC Small Water/Wastewater Company is submitting eight (8) copies of the following documents and information:
1.  Tariff or Tariff Supplement No. XX to Tariff – Water/Wastewater Pa. P.U.C. No. XX.  
2.  Supporting data and calculations in support of Tariff or Tariff Supplement No. XX to Tariff – Water/Wastewater Pa. P.U.C. No. XX.
3.  Notice to customers of the proposed increase and an affidavit verifying posting of the notice in the company’s office and also the mailing of individual notices to all customers.
4.  The news release and an affidavit of its distribution to the local news media on mm/dd/yyyy for publication.
5.  An affidavit of the factual nature of all information presented in this filing. 
Respectfully submitted,

Officer name / Title

ABC Small Water/Wastewater Company

cc:   Office of Trial Staff (w/enclosures)

        Office of Consumer Advocate (w/enclosures)

        Office of Small Business Advocate (w/enclosures)         
NOTICE OF PROPOSED RATE CHANGES

To Our Customer:

(Company) is filing a request with the Pennsylvania Public Utility Commission (PUC) to increase your (type of service) rates as of (date). This notice describes the company’s rate request, the PUC’s role, and what actions you can take.

(Company) has requested an overall rate increase of $_____ per year. If the company’s entire request is approved, the total bill for a residential customer using (state typical usage level) would increase from $_____ to $_____ per month or by _____%.

The total bill for a commercial customer using (state typical usage level) would increase from $_____ to $_____ per month or by _____%.

The total bill for an industrial customer using (state typical usage level) would increase from $_____ to $_____ per month or by _____%.

To find out your customer class or how the requested increase may affect your (type of service) bill, contact (Company) at (toll-free phone number). The rates requested by the company may be found in (tariff number). You may examine the material filed with the PUC which explains the requested increase and the reasons for it. A copy of this material is kept at (Company)’s office.

The state agency that approves rates for public utilities is the PUC. The PUC will examine the requested rate increase and can prevent existing rates from changing until it investigates and/or holds hearings on the request. The company must prove that the requested rates are reasonable. After examining the evidence, the PUC may grant all, some, or none of the request or may reduce existing rates.

The PUC may change the amount of the rate increase or decrease requested by the utility for each customer class. As a result, the rate charged to you may be different than the rate requested by the company and shown above.

There are three ways to challenge a company’s request to change its rates:

1) You can file a formal complaint. If you want a hearing before a PUC judge, you must file a formal complaint. By filing a formal complaint, you assure yourself the opportunity to take part in hearings about the rate increase request. All complaints should be filed with the PUC before (proposed effective date of the rate increase). If no formal complaints are filed, the Commission may grant all, some or none of the request without holding a hearing before a PUC judge.

2) You can send the PUC a letter telling why you object to the requested rate increase. Sometimes there is information in these letters that makes the PUC aware of problems with the company’s service or management. This information can be helpful when the PUC investigates the rate request.

Send your letter or formal complaint form to the Pennsylvania Public Utility Commission, Post Office Box 3265, Harrisburg PA 17105-3265.


3) You can be a witness at a public input hearing. Public input hearings are held if the PUC opens an investigation of the company’s rate request and if there is a large number of customers interested in the case. At these hearings you have the opportunity to present your views in person to the PUC judge hearing the case and the company representatives. All testimony given “under oath” becomes part of the official rate case record. These hearings are held in the service area of the company.
__________________________________

Company

AFFIDAVIT
COMMONWEALTH OF PENNSYLVANIA

}ss:
……………………………………………….. County

…(Officer Name)…………………, being duly sworn (affirmed) according to law,

deposes and says that he/she is ……(Officer Title)…………………….. of

……(Company Name)…………………………..; that he/she is authorized to and does make

this affidavit for it; and that the customer notice was mailed this day of

……(Date)………….. in the month of …(Month)…… in the year of …….20XX……

……………………………………..

(Officer Name and Title)
……………………………………..

Signature of Affiant(s)
Sworn and subscribed before me this

………………….. day of …………….. 20XX……

My Commission Expires ………………………

…………………………………………

Signature of Official Administering Oath

Customer Notice Affidavit

AFFIDAVIT
COMMONWEALTH OF PENNSYLVANIA








}ss:

………………………………………… County

……(Officer Name)……… ……., being duly sworn (affirmed) according to law, deposes

and says that he/she is …(Officer Title)……………………. of …(Company Name…………..;

that he/she is authorized to and does make this affidavit for it; and that the facts set forth (are true

and correct; or are true and correct to the best of his/her knowledge, information and belief and

he/she expects the said ……………………………………….. to be able to prove the same at

the hearing hereof).

……………………………………

(Officer Name and Title)
……………………………………

Signature of Affiant(s)
Sworn and subscribed before me this

………. day of …………. 20XX…………

My Commission Expires ………………

…………………………………………..
Signature of Official Administering Oath
Affidavit affirming factual nature of all data submitted
15

