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SECTION 6. NEGATIVE COVENANTS

The Borrower hereby agrees that, so long as the Commitments remain in effect, -
any Note remains outstanding and unpaid or any other amount is owing to any Bank or the Agent
hereunder, the Borrower shall not directly or indirectly:

6.1 Financial Covenants.

(a) Equity to Capital Ratio. Permit as of the end of any fiscal quarter
the Equity to Capital Ratio to be less than thirty eight percent (38%).

(b)  Interest Coverage Ratio. Permit as of the end of any fiscal quarter
the Interest Coverage Ratio to be less than 1.8 to 1.

6.2  Limitation on Certain Debt. Except for the Commitments under the Loan
Documents, at any time enter into, assume or suffer to exist lines of credit or comparable
extensions of credit from one or more commercial banks (or their Affiliates) under which the
Borrower has incurred or may incur aggregate Debt in excess of $15,000,000.

6.3 Limitation on Liens. Create, incur, assume or suffer to exist any Lien
upon any of its property, assets or revenues, including, without limitation, the stock of its
Subsidiaries, whether now owned or hereafter acquired, except for:

(a) The following, (i) if the validity or amount thereof is béing:
contested in good faith by appropriate and lawful proceedings diligently conducted so long as
levy and execution thereon have been stayed and continue to be stayed or (ii) if a final judgment
is entered and such Judgment is discharged within thirty (30) days of entry, and in either case
they do not materially impair the ability of the Borrower to perform its obligations hereunder or
under the other Loan Documents:

(A)  Claims or Liens for taxes, assessinents or charges due and
payable and subject to interest or penalty, provided that the Borrower maintains such
reserves or other appropriate provisions as shall be required by GAAP and pays all such
taxes, assessments or charges forthwith upon the commencement of proceedings to
foreclose any such Lien;

(B)  Claims, Liens or encumbrances upon, and defects of title
to, real or personal property including any attachment of personal or real property or
other legal process prior to adjudication of a dispute on the merits; and

(C)  Claims or Liens of mechanics, materialmen,
warehousemen, carriers, or other statutory nonconsensual Liens;

(b)  pledges or deposits in connection with workers’ compensation,
unemployment insurance aud other social security legislation;

(c)  deposits to secure the performance of blds trade contracts (other

than for borrowed money), leases, statutory obhgatnons, surety and appeal bonds, performance
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“Commitment”: as to any Bank, the obligation of such Bank to make Loans to
the Borrower hereunder in an aggregate principal amount at any orie time outstanding not
to exceed the amount set forth opposite such Bank’s name on Schedule I or in the
Assignment and Acceptance pursuant to which such Bank becomes a party to this
Agreement, as the same may be permanently terminated, reduced and extended from time
to time pursuant to the provisions of Section 2.9 or changed by subsequent assignments
pursuant to subsection 9.6(b).

“Commitment Percentage”: as to any Bank at any time, the proportion (expressed
as a percentage) that such Bank’s Commitment bears to the Total Commitment (or, at any
time after the Commitments shall have expired or been terminated, the percentage which
the amount of such Bank’s Loans constitutes of the aggregate amount of the Loans of the
Banks then outstanding).

“Commonly Controlled Entity”: an entity, whether or not incorporated, which is
under common control with the Borrower within the meaning of Section 4001 of ERISA
or is part of a group which includes the Borrower and which is treated as a single
employer under Section 414 of the Code.

“Consolidated Assets™: at any time, the amount at which all assets (including,
without duplication, the capitalized value of any leasehold interest under any Capital
Lease) of the Borrower would be reflected on a consolidated balance sheet of the
Borrower at such time.

“Consolidated EBIT”: for any period, Consolidated Net Income for such period,
plus the amount of income taxes and interest expense deducted from earnings in
determining such Consolidated Net Income.

“Consolidated EBITDA™: for any period, Consolidated Net Income for such
period, plus the amount of income taxes, interest expense, depreciation and amottization
deducted from earnings in determining such Consolidated Net Income.

“Consolidated Funded Debt™: at any time, all Debt of the Borrower determined
on a consolidated basis consisting of, without duplication (a) borrowed money Debt,
including without limitation capitalized lease obligations;(b) reimbursement obligations
in respect of letters of credit, bank guarantees and the like; and (c) Debt in the nature of a
Contingent Obligation, whether or not required to be reflected on a balance sheet of the
Borrower in accordance with GAAP.

“Consolidated Interest Expense™: for any period, the amount of cash interest
expense deducted from earnings of the Borrower in determining Consolidated Net
Income for such period in accordance with GAAP.

“Consolidated Net Income™: for any fiscal period, net earnings (or loss) after
income and other taxes computed on the basis of income of the Borrower for such period
determined on a consolidated basis in accordance with GAAP, but excluding:
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(a)  the amount of any extraordinary items included in such calculation
of net earnings (or loss); -

'(b)  any gain or loss resulting from the write-up or write-off of fixed
assets;

(¢)  eamnings of any Subsidiary accrued prior to the date it became a
Subsidiary;

(d)  earnings of any Person, substantially all assets of which have been
acquired in any manner, realized by such Person prior to the date of such
acquisition; and

(e) - any gain arising from the acquisition of any Securities of the
Borrower or any Subsidiary thereof.

“Consolidated Shareholders’ Equity”: at a particular date, the net book value of
the shareholders’ equity of the Borrower as would be shown on a consohdated balance
sheet at such time determined in accordance with GAAP.

“Contingent Obligation™: with respect to any Person (for the purpose of this
definition, the “Obligor”) any obligation (except the endorsement in the ordinary course
of business of instruments for deposit or collection) of the Obligor guaranteeing or in
effect guaranteeing any indebtedness of any other Person (for the purpose of this
definition, the “Primary Obligor”) in any. manner, whether directly or indirectly,
including (without limitation) indebtedness incurred through an agreement, contingent or
otherwise, by the Obligor:

(8)  to purchase such indebtedness of the Primary Obligof or any
Property or assets constituting security therefor;

(b)  to advance or supply funds

B ) for the purpose of payment of such indebtedness (except to
the extent such indebtedness otherwise appears on Borrower’s balance sheet as
indebtedness), or

(ii) to maintain working capital or other balance sheet
condition or any income statement condition of the Primary Obligor or otherwise
to advance or make available funds for the purchase or payment of such
indebtedness or obligation; or

(c) to lease Property or to purchasc Securities or other Property or
services primarily for thé purpose of assuring the owner of such indebtedness or
obligation of the ability of the Primary Obligor to make payment of the
indebtedness or obligation.
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has taken any action in furtherance of, or indicating its consent to, approval of or
acquiescence in any such proceeding or appointment or has a parent company that has
become the subject of a bankruptcy or insolvency proceeding, or has had a receiver,
conservator, trustee or custodian appointed for it, or has taken any action in furtherance
of, or indicating its consent to, approval of or acquiescence in any such proceeding or
appointment (it being understood that a Defaulting Bank shall cease to be a Defaulting
Bank if the Borrower, the Agent and the Swing Line Bank shall each agree that such
Defaulting Bank has adequately remedied all matters that caused such Bank to be a
Defaulting Bank).

“Distribution™; in respect of any corporation, (2) dividends, distributjons or other
payments on account of any capital stock of the corporation (except distributions in
common stock of such corporation); (b) the redemption or acquisition of such stock or of
warrants, rights or other options to purchase such stock (except when solely in exchange
for common stock of such corporation); and (c) any payment on account of, or the setting
apart of any assets for a sinking or other analogous fund for, the purchase, redemption,
defeasance, retirement or other acquisition of any share of any class of capital stock of
such corporation or any warrants or options to purchase any such stock.

“Dollars” and “$”: dollars in lawful currency of the United States of America.

“Envirgnmental Laws™: any and all applicable foreign, Federal, state, local or
municipal laws, rules, orders, regulations, statutes, ordinarices, codes, decrees or binding
requirements of any Governmental Authority, or binding Requirement of Law (including
common law) regulating, relating to or imposing liability or standards of conduct
concerning protection of the environment or. public health, remediation of environmental
conditions, or damages arising from such conditions, as now or may at any time hereafter
be in effect.

“Equity to Capital Ratio”: at the date of determination, the ratio of Consolidated
Shareholders’ Equity to the sum of (i) Consolidated Funded Debt and (ii) Consolidated
Shareholders’ Equity.

“BERISA™: the Employee Retirement Income Security Act of 1974, as amended
from time to time.

“Burocurrency Reserve Requirements™: for any day as applied to a Eurodollar
Loan, the aggregate (without duplication) of the rates (expressed as a decimal fraction) of
reserve requirements in effect on such day (including, without limitation, basic,
supplemental, marginal and emergency reserves under any regulations of the Board of
Governors of the Federal Reserve System or other Governmental Authority having
jurisdiction with respect thereto) dealing with reserve requirements prescribed for
eurocurrency funding (currently referred to as “Eurocurrency Liabilities” in Regulation D
of such Board) maintained by a member bank of such Systern. :

“Burodollar Rate™: with respect to the Loans comprising any Eurodollar
Borrowmg for any Interest Period, the interest rate per annum determined by the Agent
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“Indenture”: means the Indenture of Mortgage dated as of January 1, 1941
between the Borrower and Chase Manhattan Trust Company, National Association, as
successor Trustee, as amended and supplemented.

“Insolvency”: with respect to any Multiemployer Plan, the condition that such
Plan is insolvent within the meaning of Section 4245 of ERISA.

“Insolvent™: pertaining to a condition of Insolvency.

“Interest Coverage Ratio™: at the date of determination, the ratio of Consolidated
EBIT to Consolidated Interest Expense, in each case for the prior four (4) consecutive
fiscal quarters.

“Interest Payment Date™ (a) as to any Base Rate Loan or Swing Line Loan, the
last day of each month, (b) as to any Eurodollar Loan having an Interest Period of three
months or less, the last day of such Interest Period, and (c) as to any Eurodollar Loan
having an Interest Period longer than three months, each day which is three months, or a
whole multiple thereof, after the first day of such Interest Period and the last day of such
Interest Period.

“Interest Period”: with respect to any Eurodollar Loan:

@) initially the period commencing on the borrowing or conversion
date, as the case may be, with respect to such Eurodollar Loan and ending one, two, three
or six months thereafter, as selected by the Borrower in their notice of borrowing or
notice of conversion, given with respect thereto; and

(ii)  thereafter, each period commencing on the last day of the next
preceding Interest Period applicable to such Eurodollar Loan and ending one, two, three
or six months thereafter, as selected by the Borrower by irrevocable notice to the Agent
not less than three Business Days prior to the last day of the then current Interest Period
with respect thereto;

provided that, the foregoing provisions relating to Interest Periods are subject to the
following:

6] if any Interest Period would end on a day other than a Business
Day, such Interest Period shall be extended to the next succeeding Business Day unless
such next succeeding Business Day would fall in the next calendar month, in which case
such Interest Period shall end on the next preceding Business Day;

(ii)  any Interest Period that begins on the last Business Day of a
calendar month (or on a day for which there is no numerically corresponding day in the
calendar month at the end of such Interest Period) shall end on the last Business Day of a
calendar month;

(iii)  an Interest Period that otherwise would extend beyond the
Termination Date shall end on the Termination Date; and_
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CREDIT AGREEMENT
Dated as of May 23, 2007
among
AQUA AMERICA, INC.
and
THE BANKS PARTY HERETO
‘and
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-



3 a]llr.é%*ifs Significant Unregulated Subsidiaries to the maximum extent permitted under the
) ”ms ofithe jurisdiction of organization of any such Significant Unregulated Subsidiary. -
S A .
511 Anti-Terrorism Laws. Neither the Borrower nor its Affiliates,
ubsidiaries or agents shall (a) conduct any business or engage in any transaction or dealing with
" red Person, including the making or receiving of any contribution of funds, goods or
sem""’s to or for the benefit of any Blocked Person, (b) deal in, or otherwise engage in any
tion relating to, any property or interests in property blocked pursuant to Executive Order
No. 13224; or (c) engage in or conspire to engage in any transaction that evades or avoids, or has
the purpose of evading or avoiding, or attempts to violate, any of the prohibitions set forth in
Executive Order No. 13224 or the USA Patriot Act. The Borrower shall deliver to Agent any
certification or other evidence requested from time. to time by the Agent in its sole discretion,
. confirming Borrower’s and its Affiliates’ and Subsidiaries’ compliance with this Section 5.11.

512 Designation of Subsidiaries. The Borrower may from time to tiine cause
any Regulated Subsidiary or any Unregulated Subsidiary which is not a Significant Subsidiary,
in each case, acquired after the Closing Date to be designated as an Unrestricted Subsidiary or
any Unrestricted Subsidiary to be designated as a Restricted Subsidiary, provided, however, that
at the time of such designation and immediately after giving effect thereto, no Default or Event
of Default would exist under the terms of this Agreement, and provided, further, that once a
Subsidiary has been designated an Unrestricted Subsidiary, it shall not thereafter be redesignated
as a Restricted Subsidiary on more than one occasion. Within ten (10) days following any
designation described above, the Borrower will deliver to the Agent a notice of such designation
accompanied by a certificate signed by a Responsible Officer certifying compliance with all
requirements of this Section 5.12 and setting forth all information required in order to establish

such compliance. '

SECTION 6. NEGATIVE COVENANTS

The Borrower hereby agrees that, so long as the Commitments remain in effect,
any Note remains outstanding and unpaid, any Letter of Credit remains outstanding or any other
amount is owing to any Bank or the Agent hereunder, the Borrower shall not, and, shall not
permit any of (i) its Restricted Subsidiaries (except in the case of Sections 6.1, 6.2, 6.11 and 6.14
which apply only to the Borrower); or (ii) its Subsidiaries (in the case of Section 6.13 only), to,

directly or indirectly;
6.1  Financial Covenants.

(a)  LeverageRatio. Permit as of the end of a.dy fiscal quarter the
Leverage Ratio to be greater than sixty-five percent (65%). _ _ _-

(b)  Interest Coverage Ratio. Permit as of the énd of any fiscal quarter
the Interest Coverage Ratio to be less than 1.8 to 1. o

6.2  Limitation on Certain Debt. Except for the Cdnimitméﬂts u'na'er the Loan
Documents, at any time enter into, assume or suffer to exist lines of credit or comparable
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- (a) any Person or group of Persons (within the meaning of Sections
13(d) or 14(a) of the Securities Exchange Act of 1934, as amended) shall have acquired, after the
Closing Date, beneficial ownership (within the meaning of Rule 13d-3 promulgated by the SEC
undér said Act) of more than 50% of the Voting Stock of the Borrower; or

(b) - the Borrower ceasing to own, whether directly or indirectly,

' beneﬁclally and of record less than one hundred percent (100%) of each class of Capital Stock of

each Significant Subsidiary.
“Closing™: as deﬁned in Section 4.3.
“Closing Date™: as defined in Section 4.3,
If‘Cldsing Fee”: as defined .in subsection 2_-«I.4.(a)
.“Code™: the Internal Revenue Code of 1 9'I86, as amended from time to time.

“Commitment”; as to any Bank, the obligation of such Bank to make Revolving
Credit Loans, issue and/or acquire participating interests in Letters of Credit and make or
participate in Swing Line Loans hereunder, in an aggregate amount at any one time outstanding
not to exceed (a) as to any Bank which is an original signatory to this Agreement, the amount set
forth oppos1te such Bank’s name on Schedule I hereto under the captxon “Commitment”, as the
same may be changed from time to time in accordance with the provisions of this Agreement or

~ (b) as to any Bank which is not an original signatory to this Agreement but which becomes a

Bank by executing an Ass1gnment and Assumption, Increased Commitment and Acceptance ora
New Bank Joinder, the Commitment for such Bank set forth on Schedule I to such Assignment
and Assumptlon Increased Commitment and Acceptance or New Bank J oindet, as such amount
may be changed from time to time in accordance with the provisions of this Agreement.

“Commitment Percentage”: as to any Bank at any time, the proportion (expressed
as a percentage) that such Bank’s Commitment bears to the Total Commitment at such time (or,
at any time after the Commitments shall have expired or been terminated, the percentage which
the amount of such Bank’s Exposure constitutes of the aggregate amount of the Total Exposure
at such time).

“Commitment Period™: the period from, and mcludmg, the Closing Date to, but
not 1ncludmg, the Termination Date. .

“Compliance Certificate”: as defined in subsection 5.2(a).

“Consolidated Assets”; at any time, the amount at which all assets (including,
without duplication, the capitalized value of any leasehold interest under any Capital Lease) of
the Borrower and its Subsidiaries would be reflected on a consolidated balance sheet of the
Borrower at such time.

“Consolidated EBIT”: for any period, Consolidated Net Income for such penod
plus the amount of income taxes and mter%t expense deducted from earnings in detenmmng
such Consolidated Net Income ‘
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“Consolidated Funded Debt”: at any time, all Debt of the Borrower and its
sidiaries determined on a consolidated basis consisting of, without duplication (a) borrowed
aniey Debt, including without limitation capitalized lease obligations, (b) reimbursement
lioations in respect of letters of credit and the like, and (c) Debt in the nature of a Contingent
Obligation, whether or not required to be reflected on a consolidated balance sheet of the
Borrower in accordance with GAAP.

og

“Consolidated Interest Expense™: for any period, the amount of cash interest
expense deducted from the consolidated earnings of the Botrower and its Subsidiaries in
determining Consolidated Net Income for such period in accordance with GAAP.

“Consolidated Net Income”: for any fiscal period, net earnings (or loss) after
income and other taxes computed on the basis.of income of the Borrower and its Subsidiaries for
such period determined on a consolidated basis in accordance with GAAP.

“Consolidated Shareholders’ Equity™: at a particular date, the net book value of
the shareholders’ equity of the Borrower and its Subsidiaries as would be shown on a
consolidated balance sheet of the Borrower at such time determined in accordance with GAAP.

“Contingent Obligation™: with respect to any Person (for the purpose of this
definition, the “Obligor”) any obligation (except the endorsement in the ordinary course of
business of instraments for deposit or collection) of the Obligor guaranteeing or in effect
guaranteeing any indebtedness of any other Person (for the purpose of this definition, the
“Primary Obligor”) in any manner, whether directly or indirectly, including (without limitation)
indebtedness incurred through an agreement, contingent or otherwise, by the Obligor:

, (a) to purchase such indebtedness of the Primary Obligor or any
Property or assets constituting security therefor;

(b)  to advance or supply funds

)] for the purpose of payment of such indebtedness (except to
the extent such indebtedness otherwise appears on Borrower’s consolidated
balance sheet as indebtedness), or

(ii)  to maintain working capital or other balance sheet
condition or any income statement condition of the Primary Obligor or otherwise
to advance or make available funds for the purchase or payment of such
indebtedness or obligation; or

té) to lease Property or to purchase Securities or other Property or
services primarily for the purpose of assuring the owner of such indebtedness or obligation of the
ability of the Primary Obligor to make payment of the indebtedness or obligation; or

. . (d) tomake any future “eamout” payment or similar payments in
«connection with a Permitted Acquisition. 1
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derlved or, in the case of any such computation, as in effect on the date when such
N mputatlon is required to be determined, subject to subsection 1.3(b).

“Govemménta] Acts™:" as defined in subsection 2.5(j).

_ “Governmental Authority”: any nation or government, any state or other political
subdivision thereof and any entity exercising executive, legislative, judicial, reglllatory or
administrative functions of or pertaining to government. :

“Guarantor™: as of the Closing Date, each Significant Unregulated Subsidiary and
each Subsidiary now or hereafter, pursuant to Section 5.10, executing and delivering a Guaranty.

“Guaranty”: any Guaranty Agreement executed and delivered to the Agent bya
Guarantor substantially in the form of Exhibit E hereto,

“Increased Commitment and Acceptance”: any Increased Commitment and
Acceptance executed and delivered by a Bank, the Borrower and the Agent, substantially in the
form of Exhibit F hereto, as amended, supplemented or otherwise modified from time to time.

“Insolvency”: with respect to any Multiemployer Plan, the condltlon that such
Plan is msolvent within the meaning of Section 4245 of ERISA.

“Insolvent”. pertaining to a condition of Insolvency.
“Inter&st Coverage Ratio”: at the date of determination, the ratio of (a) -

: Consoildated EBIT to (b) Consolidated Interest Expense, in each case for the prior four (4)
consecutive fiscal quarters then ending. '

o “Interest Payment Date™: (a) as to any Base Rate Loan or Swing Line Loan, each
March 31, June 30, September 30 and Decernber 31, (b) as to any Eurodollar Loan having an
Interest Period of three months or less, the last day of such Interest Period, and (c) as to any
Burodollar Loan having an Interest Period longer than three months, each day which is three
months -or a whole multiple thereof, after the first day of such Interest Period and the 1ast day of
such Interest Period.

“Interest Period”: with respect to any Eurodollar Loan:

G) nitially the period commencing on the borrowing or
conversion date, as the case may be, with respect to such Eurodollar Loan and
ending one, two, three or six months thereafter, as selected by the Borrower in
their notice of borrowing or notice of conversion, given with respect thereto; and

© (@ii). thereafier, each period commencing on the last day of the

next precedmg Interest Period applicable to such Eurodollar Loan and ending one, -

two, three or six months thereafter, as selected by the Borrower by irrevocable
notice to the Agent not less than three Business Days prior to the last day of the
then current Interest Period with respect thereto;
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, «L etter of Credit Obligations™: at any time, an amount equal to the sum of (a)
100% of the maximum amount available to be drawn under all Letters of Credit outstanding at

- guch time (determined without regard to whether any conditions to drawing could be met at such

time) and (b) the aggregate amount of drawings under Letters of Credit which have not then been
reimbursed pursuant to subsection 2.5(d)(i).

“Letter of Credit Participant™: in respect of each Letter of Credit, each Bank
(other than the Issuing Bank) in its capacity as the holder of a participating interest in such Letter

of Credit.

“Letters of Credit”: collectively, the Existing Letters of Credit and any letters of
credit issued by the Issuing Bank under Section 2.5, as amended, supplemented, extended or
otherwise modified from time to time.

“Leverage Ratio”: at .thé date of determination, the ratio of (a) Consolidated
Funded Debt to (b) the sum of (i) Consolidated Funded Debt and (ii) Consolidated Shareholders’

Equity.

“Lien”: any mortgage, pledge, hypothecation, assignment, deposit arrangement,
encumbrance, lien (statutory or other), charge, or other security interest or any preference,
priority or other security agreement or preferential arrangement of any kind or nature whatsoever
(including, without limitation, any conditional sale or other title retention agreement and any

- Capital Lease having substantially the same economic effect as any of -th_e foregoing).

“Loan Documeénts™: the collective reference to this Agreement, the Notes, the
Guaranty, the Applications, the Letters oJ-f Credit, any New Bank Joinders, any Increased
Commitment and Acceptances, any Joinder entered into with any Bank or any. Affiliate thereof,
and all other documents, instruments, agteements or certificates delivered in connection
herewith, in each case as amended, supplemented or otherwise modified from time to time.

“Loan Parties”: the Borrower and each of its Subsidiaries that is party to a Loan
Document, - :

“Loans”: the collective reference to the Revolving Credit Loans and the Swing
Line Loans. '

“Material”; material in relation to the business, operations, affairs, financial
condition, assets or properties of the Borrower and its Subsidiaries taken as a whole.

“Material Adverse Effect”. a material adverse effect on (a) the validity or
enforceability of this Agreement or any other Loan Document, (b) the business, prospects,
Property, assets, financial condition, results of operations or prospects of the Borrower and its
Subsidiaries taken as a whole, (c) the ability of the Borfower and the other Loan Parties to duly
and punctually to pay their Debtsand perform their obligations under the Loan Documents, or
(d) the ability of the Agent or any of the Banks, to the extent permitted, to enforce their legal
remedies pursuant to this Agreement or any other Loan Document.
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AQUA PENNSYLVANIA, INC.
2011 RATE CASE
FILING REQUIREMENTS

G. Rate of Return

RR8. Attach copies of the summaries of the Company’s projected revenues,
expenses and capital budgets for the next two years.

A. The Company's projected revenues and expense budget is presented
below. Refer to RR26 for a listing of the future test year capital
expenditures.

Aqua Pennsylvania Projected Revenue and Expense Budgets

(000) Omitted
2012 2013
Revenues 420,256 443,680
Operating Expenses 125,419 128,320
Depreciation & Amortization 64,832 71,240
Other Taxes 10,997 11,715
Income Taxes 49,679 50,771
Utility Operating Income 169,329 181,634

Note 2012 and 2013 are based on 5 YR plan



AQUA PENNSYLVANIA, INC.
2011 RATE CASE
FILING REQUIREMENTS

G. Rate of Return

RR9. Describe long-term debt reacquisitions by Company and Parent as follows:
a. Reacquisitions by issue by year.
b. Total gain on reacquisitions by issue by year.

c. Accounting of gain for income tax and book purposes.

A. The Company has called certain debt issuances in the past when the decision
was to the benefit of the customer to do so.

a. Please see attached schedule.
b. None

C. None
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Amount

7,200,000
3,150,000
4,400,000
10,000,000
8,000,000
5,000,000
4,150,000
10,000,000
3,200,000
14,000,000
22,000,000
2,132,180
18,360,000
25,000,000

Aqua Pennsylvania, Inc.
2011 Rate Case
Filing Requirements

G. Rate of Return

RR9.

Long Term Debt Refunding

Interest Rate

8.875%
9.200%
10.125%
12.450%
13.000%
7.875%
8.400%
10.650%
6.500%
6.375%
6.350%
9.220%
6.000%
6.000%

Maturity Date

6/1/2010
12/15/2001
5/15/1995
8/1/2003
7/1/2005
12/1/1997
5/1/2002
4/1/2006
6/1/2010
10/15/2023
8/15/2025
11/15/2019
7/1/2030
6/1/2029

Year of Refunding
1992

1993
1993
1993
1995
1996
1996
1996
2002
2004
2005
2007
2010
2010



AQUA PENNSYLVANIA, INC.
2011 RATE CASE
FILING REQUIREMENTS

G. Rate of Return

RR10. Provide the following information concerning compensating bank
balance requirements for actual test year:

a.
b.

C.

Name of each bank
Address of each bank

Type of accounts with each bank (checking, savings, escrow,
other services, etc.)

Average Daily Balance in each account

Amount and percentage requirements for compensating bank
balances at each bank

Average daily compensating bank balance at each bank

Documents from each bank explaining compensating bank
balance requirements

Interest earned on each type of account

A. None. Compensating bank balances are not required.



AQUA PENNSYLVANIA, INC.
2011 RATE CASE
FILING REQUIREMENTS

G. Rate of Return
RR11. Provide the following information concerning bank notes payable for actual test
year:
a. Line of Credit at each bank.

b. Average daily balances of notes payable to each bank, by name of
bank.

c. Interest rate charged on each bank note (Prime rate, formula)

d. Purpose of each bank note (e.g., construction, fuel storage, working
capital, debt retirement).

e. Prospective future need for this type of financing.

A. Please see attached.



Agqua Pennsylvania, Inc.
2011 Rate Case
Filing Requirements

G. Rate of Return

RR11.
Lines of Credit
a. Bank Name Amount
PNC Bank Revolver S 100,000,000 (includes $10,000,000 Swing Line Loan)
PNC Bank Discretionary Line of Credit S 10,000,000
PNC Bank Letter of Credit Facility S 5,000,000
b. Average Daily Balance for Test Year
PNC Bank Revolver S 55,532,829
PNC Bank Discretionary Line of Credit S 833,333
PNC Bank Letter of Credit Facility S 3,951,268

c. Formula Rate as Follows:
PNC Bank Revolver LIBOR rate + 75 basis points for 30, 60, 90 or 180 days, or
PNC Bank prime rate, or
Federal Funds rate + 50 basis points
Swing Line Loan: Federal Funds rate + 75 basis points
PNC Bank Discretionary Line of Credit LIBOR rate + 100 basis points (for overnight borrowing)

PNC Bank Letter of Credit Facility 125 basis points
d. The proceeds of the lines of credit are used for working capital

e. The Company anticipates that it will utilize bank loans in the future to provide interim funding for
capital expenditures and acquisitions.



AQUA PENNSYLVANIA, INC.
2011 RATE CASE
FILING REQUIREMENTS

G. Rate of Return
RR12. Submit details on Company or Parent common stock offerings (past five
year to present) as follows:
a. Date of Prospectus.
b. Date of offering.
c. Record date.
d. Offering period--dates and number of days.
e. Amount and number of shares of offering.
f.  Offering ratio (if rights offering).
g. Percent subscribed.
h. Offering price.
i.  Gross proceeds per share.
j- Expenses per share.
k. Net proceeds per share (i-j).
I.  Market price per share.
(1) Atrecord date
(2) At offering date
(3) One month after close of offering

m. Average market price during offering.

(1) Price per share
(2) Rights per share--average value of rights

n. Latest reported earnings per share at time of offering.

o. Latest reported dividends at time of offering.

A. Please see attached Schedule.
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AQUA PENNSYLVANIA, INC.
2011 RATE CASE
FILING REQUIREMENTS

G. Rate of Return

RR13. Attach chart explaining Company's corporate relationship to its affiliates
showing system structure.

A. Please see attached agreement.



AFFILIATED INTEREST AGREEMENT

This Affiliated Interest Agteement (AIA) dated as of &E_ﬂ_ _8, 2010 between Aqua Setvices, Inc.,
a corporation organized and existing under the laws of the Commonwealth of Pennsylvania, with its
principal place of business located at 762 W. Lancaster Avenue, Bryn Mawr, PA 19010 (hereinafter
“Service Company”), and Aqua Pennsylvania, Inc., located at 762 W. Lancaster Avenue, Bryn Mawr,
PA 19010 (hereinafter referred to individually as a “Aqua PA”), and collectively hereinafter referred to
jointly as the “Parties” or individually as a “Party”.

RECITALS

1. WHEREAS, both Service Company and Aqua PA ate direct or indirect subsidiaries of
Aqua America, Inc., a2 Pennsylvania corporation (hereinafter “Aqua America”); and

2 WHEREAS, Aqua PA has been organized for and is presently engaged in the business of
providing water and/or wastewater services as a public utility in the Commonwealth of
Pennsylvania (hereinafter Aqua PA and any of its affiliates that are also engaged in the
business of providing water and / or wastewater setrvices as a public utility in the same state
are collectively referred to in this Agreement as Aqua PA); and

3. WHEREAS, Service Company maintains an otganization whose officers and employees ate
familiar with the water and wastewater utility business, including the business and
operations of Aqua PA, and have experience and expertise in accounting and financial
setvices, administration, communications, cotporate sectetarial, customer service and
billing, engineering, financial, fleet setvices, human resoutces, information systems,
operation, rates and regulatory, tisk management, water quality, legal, and purchasing,
contracts and sales of real estate of water and wastewater utilities. The officers and
employees of Service Company ate qualified to aid, assist and advise Aqua PA in its

business operations through the setvices to be performed under this AIA; and



4. WHEREAS, Aqua PA is entering into this AIA with Setvice Company to specifically define
the types of setvices available to it as set forth in Exhibit A attached hereto and made a part
heteof; and

5. WHEREAS, Setvice Company has entered or proposes to enter into agreements similar to
this agreement with other affiliated companies that are direct or indirect subsidiaries of
Aqua America (hereinafter individually a “Subsidiary” or collectively the “Subsidiaries”),
including those Subsidiaties that are tegulated public utilities (hereinafter individually a
“Utility Company” ot collectively the “Utility Companies™) and those Subsidiaries that are
other non-regulated businesses (hereinafter individually a “Non-Regulated Company” ot
collectively the “Non-Regulated Companies”); and

6. WHEREAS, Service Company may engage or subcontract with other companies ot
persons, including other affiliated companies, to provide portions of the services heteunder;

7. WHEREAS, the setvices to be rendered under this AIA are to be rendered by Setvice
Company to Aqua PA at the lower of their cost or matket to Setvice Company, as

hereinafter provided; and

NOW, THEREFORE, in consideration of the premises and mutual agreements herein

contained, Service Company and Aqua PA agree as follows:

ARTICLE 1. PERSONNEL AND SERVICES TO BE PROVIDED

1.1 During the term of this AIA as set forth in Article V and upon the terms and conditions
heteinafter set forth, Service Company may provide to Aqua PA the Accounting and Financial
Setvices, Administration, Communication, Cotporate Sectetarial, Customer Service and Billing,

Engineeting, Financial, Fleet Services, Human Resoutces, Infotmation Systems, Operation, Rates



and Regulatory, Risk Management, Water Quality,‘ Legal, and Putchasing as set forth on Exhibit A
attached hereto, provided, however, that Aqua PA may perform any such services with its own
petsonnel or engage another company ot person to provide those services on its behalf. Service
Company may engage or subcontract with another company ot person to provide such setvices on
its behalf . If Service Company engages other affiliates of Aqua America to provide any of the
services hereunder, such services shall be charged to Aqua PA on the same basis as the services
provided by the Service Company.

1.2 Service Company shall employ qualified officers and employees to provide the setvices

hereunder and those persons shall be available to setve as officers of Aqua PA.

ARTICLE II. PAYMENT FOR SERVICES

2.1 In consideration for the services to be rendered by Service Company as herein
provided, Aqua PA agrees to pay to Service Company the cost of the services provided to it at the
lowet or cost or market as determined as provided in this Article IT and in Article III.

2.2 'The costs for service rendered by Service Company personnel directly for Aqua PA
shall be charged to Aqua PA based on such personnel’s time sheets.

2.3 For services that are made available by Service Company in common to other Aqua
America Subsidiaties, including Aqua PA, which cannot be identified and related exclusively to a
patticular Subsidiaty, the cost for such setvices will be first allocated between the Utility Companies
and the Non-Regulated Companies based on the relative proportion of the total Utility Companies
assets and the Non-Regulated Companies assets at the most recent fiscal year end to the total assets
of all the Utility and Non-Regulated Companies assets combined.

2.4 The portion of the costs for such common setvices allocated to the Utility Companies

ot a group of Utility Companies will be further allocated to each Utility Company or group of



Utility Companies, including Aqua PA, based on the ratio of the number of customers served by

each Utility Company ot the group of Utility Companies at the most recent fiscal year end to the

number of customers served by all Utility Companies, subject to adjustment during any yeat fora

substantial change in the number of customers at any Utility Company or among the Utility

Companies since the previous year-end in accordance with the Setvice Company’s accounting

policies.

@)

®)

For purposes of this calculation, customers of the Utility Companies who
receive both water and wastewater setvices from a Utility Company will be
counted as 1.5 customers.

For Customer Service and Billing Setvices provided to the Aqua Ametica
Utility Companies, including Aqua PA, and non-affiliated entities (“Third Party
Clients”) utilizing the Customet Service Billing System employed by the Setvice
Company to provide these Setvices, which Setvices cannot be identified and
related exclusively to a particular Utility Company or Third Party Client, the cost
for such Customer Service and Billing Setvices will first be allocated between
the Third Party Clients and the Utility Companies based on the relative
propottion of Third Party Client and Utility Companies revenues budgeted to
be generated from the Customer Service Billing System for the current yeat to
the total budgeted tevenues to be generated from the Customet Setvice Billing
System for the curtent year for all Third Party Clients and Utility Companies
combined.

The pottion of the costs for such common Customer Setvice and Billing
Services allocated to the Utility Companies ot a group of Utility Companies will

be further allocated to each Utility Company or group of Utility Companies,



including Aqua, based on the ratio of the number of customets served by each
Utility Company o the group of Utility Companies at the most recent fiscal year
end to the number of customers setved by all Utility Companies, subject to
adjusnnent.duﬁng any year for a substantial change in the number of customers
at any Utility Company or among the Utility Companies since the previous year-

end in accordance with the Service Company’s accounting policies.

2.5 The amount for a Service Company employee’s costs to be billed shall be computed on
the employee’s total labor rate, including base pay and other compensation, payroll taxes and fringe
benefits (calculated on a per hour basis), plus a general overhead factor as set forth in Article ITI.

2.6  All direct expenses of Service Company incutred in connection with setvices rendered
by Setvice Company which can reasonably be identified and related exclusively to Aqua PA, shall be

charged directly to Aqua PA.

ARTICLE IIL. ALLOWANCE FOR OVERHEAD

3.1 In determining the cost for services rendeted by the Service Company to Aqua PA as
herein provided, there shall be added to the base pay rate of all officers and employees for whose
services chatges are to be made, a percentage sufficient to cover the overhead of Setvice Company,
as defined below, allocable to each such officer or employee. The overhead shall be calculated
each year and shall be based on the ratio of the total overhead of the Service Company for the year
to the total salaties of the Service Company officets and employees for whose setvices charges ate
to be miade to the Subsidiaties, including Aqua PA. No general overhead or other markups by the
Service Company shall be added to costs incurred for setvices of consultants or other third parties

employed by Setvice Company.



3.2 The tetm “overhead” shall include, but not be limited to:
() building costs, lease costs, utilities, and other costs associated with office space
and equipment, and

®) taxes other than payroll taxes

ARTICLE IV BILLING PROCEDURES AND BOOKS AND RECORDS

4.1  As soon as practicable aftet the last day of each month, Service Company shall render a
bill to Aqua PA for all amounts due from Aqua PA for services and expenses for such month,
computed pursuant to Article II and Asticle III. Alternatively, Service Company may requite any
other affiliated company from which it procutes setvices for Aqua PA to bill Aqua PA for such
services and related expenses on the same basis as set forth in Articles IT and Asticle ITI. Such bills
shall be in sufficient detail to show the charge for each service rendered. All amounts shall be paid
by Aqua PA within thirty (30) days after Aqua PA’s receipt of the bill.

4.2  Service Company agiées to keep its books and records, and to require any other
affiliated company providing services to Aqua PA hereunder to keep their books and records,
available at all times for inspection by representatives of Aqua PA or by regulatory bodies having
jutisdiction over Aqua PA during notmal business hours and upon reasonable advance notice.

4.3 Setvice Company shall at any time, upon tequest of Aqua PA, furnish any and all
information required by Aqua PA with respect to the services rendered by Service Company or any
affiliated companies hereunder, the costs thereof, and the allocation of such costs among the

Subsidiaties.

ARTICLEV TERM OF AGREEMENT



5.1 ‘This AIA shall become effective as of the latet of (2) the date fitst set forth above or (b)
the date the parties receive the last of any necessary approvals of governmental regulatory agencies
having jursdiction ovet this AIA. Upon becoming effective, this ATA shall supersede all prior
agteements, written or oral, which shall terminate on the date this AIA becomes effective. This AIA
shall continue in full force and effect until terminated by either of the patties hereto giving the other
party heteto thirty day’s notice in writing; provided, however, that this AIA shall terminate as of the
date Aqua PA ot Setvice Company ceases to be an affiliate of Aqua America.

5.2 Upon termination of the AIA without cause by Aqua PA, Setvice Company shall
continue to provide services to Aqua PA at Aqua PA’s request for a petiod of no mote than sixty (60)
days from and after the effective date of the termination to facilitate Aqua PA’s transition to anothet
service provider. Such transition shall be provided on the same terms and conditions as set forth in this

AIA, including compensation.

ARTICLE VI BREACH
6.1 Either Party to the AIA may terminate this ATA upon material breach by the other
Party. The non-breaching Party shall provide written notice of such breach to the other Party by
certified mail, setting forth in detail the alleged failure and/or deficiency. If such breach is not
corrected by the breaching Party within thirty (30) days from receipt of written notice by certified mail,

this Agreement shall thereupon terminate.

ARTICLE VII QTHER AGREEMENTS
7.1 Itis understood by Aqua PA that Service Company has entered ot may entet into

similar agreements with other Subsidiaties to which similar services are to be furnished. The



Service Company will not entet into agteements to perform similar services for other companies on

terms mote favorable than those provided herein.

ARTICLE VIII INFORMATION EXCHANGE

8.1 Aqua PA shall provide such information as requited by Service Company for Service
Company to petform is obligations hereunder. Service Company agtees on behalf of it and its
employees and contractots that it will maintain such information as confidential and not disclose
such information to third parties unless required by law and applicable regulatory agencies
(including the PUC). Setvice Company’s obligation of confidentiality will not apply to information
which (a) is or becomes available to the public other than as a result of a disclosure by Setvice
Company ot its employees ot contractots, (b) was in Service Company’s possession and obtained
on a non-confidential basis priot to its disclosure by Aqua PA or (c) becomes available to the
Service Company on a non-confidential basis from a petson ot entity other than Aqua PA who
Setvice Company does not know ot have reason to know is under an obligation of confidentiality

to Aqua PA.

ARTICLE IX GENERAL PROVISIONS

9.1 JOINT OBLIGATIONS OF THE PARTIES. Setvice Company and Aqua PA agree
to coopetate in all matters that ate the subject of this AIA,

9.2  ARBITRATION. It is the stated putpose and goal of both Patties at all times to
resolve any disputes and teach agreement by good faith negotiation between the Parties, without
tecourse to atbitration ot othet legal actions. In the event, however, that any such dispute cannot
be settled through negotiation, eithet Party may tequest that the matter(s) in dispute be referred to

atbitration. The demand for arbitration must be submitted to the American Arbitration



Association within sixty (60) calendar days after the date of such request, in which case the
arbitration shall be conducted at a mutually agteed upon location, in accordance with the rules and
ptocedures then existing under the Commercial Arbitration rules of the American Asbitration
Association, provided that notwithstanding anything to the contrary contained in such Rules the
following shall apply: The arbitration boatd shall consist of a single arbitrator. The Parties shall
endeavor to agtee upon the single atbitrator. If the Parties fail to agtee on a single atbitrator within
twenty (20) business days, the atbitrator shall be selected by the American Arbitration Association
ot otherwise in accordance with such Rules. After the appointment of the arbitrator, the arbitrator
shall meet as necessary for the purpose of reaching a determination in the dispute, and the decision
of the atbitratot, submitted in writing, to the Parties shall be final and binding upon both Parties.
Judgment upon any decision rendered by atbitrator may be entered in any court having jurisdiction.
Each Party shall bear the expense of its own witnesses, and the expenses of the atbitrator and any
general expenses of the arbitration shall be botne equally by the Patties.

9.3 FORCE MAJEURE. Neither Party will be in default or otherwise liable for any delay in
ot failure of its petformance hereunder due to any act of God, adverse weather conditidn, fire,
flood, Hot, strike, terrorism, accident, war, govetnmental requitement, inability to secure matetials,
labot ot transportation, cable cﬁt or other cause beyond the reasonable control of the affected
party.

94  STANDARD OF CARE. Service Company shall performm its setvices with that
degtee of care, diligence and professional skill and judgment which is normally exercised by
professionals in its industry. Except as otherwise expressly set forth in this AIA, the Setvice
Company makes no warranties, reptesentations ot other agreements, expressed or implied with
respect to this AIA and the services provided hereunder. Setvice Company’s entite liability to Aqua

PA for any claim, loss, expense or damage under this AIA, including any claims for special,



incidental, consequential, indirect or punitive damages shall in no event exceed the sums actually

paid by Aqua PA to Service Company during the most recent calendar year.

9.5

ASSIGNMENT. Neither party may assign this AIA without the prior written

consent of the other party, which consent shall not be unreasonably withheld.

9.6

GOVERNING LAW. This AIA shall be governed by and consttued under the laws of

the Commonwealth of Pennsylvania.

9.7

INDEMNIFICATION:

9.7.1 To the extent allowed by law, Service Company shall defend, indemnify and
hold hatmless Aqua PA, its officers, ditectors, employees and agents from and against any
and all liability, including liability to third parties , for personal injury, including death,
property damage, or other actions, damages, fines, penalties, claims, demands, judgments,
losses, costs, expenses, suite and actions (including reasonable attorney’s fees), for personal
injury, including death, property damage or other injury, to the .extent caused by ot arising
out of negligence or wrongful or willful misconduct on the patt of Service Company ot its
officets, employees, agents, contractors and subcontractors in connection with setvices
provided pursuant to the terms of this AIA.

972 To the extent allowed by law, Aqua PA shall defend, indemnify and hold
harmless Setvice Company, its officets, directors, employees and agents from and against
any and all liability, including liability to third parties , for personal injury, including death,
property damage, or other actions, damages, fines, penalties, claims, demands, judgments,
losses, costs, expenses, suite and actions (including reasonable attorney’s fees), for petsonal
injury, including death, property damage or other injury, to the extent caused by ot arising

out of negligence or wrongful or willful misconduct on the part of Aqua PA ot its officers,

10



employees, agents, contractors and subcontractors in connection with setvices provided
pursuant to the terms of this ATA.

9.8 SEVERABILITY. Each provision of this AIA is sevetable from the whole, and if one
provision is declated invalid, the other provisions shall remain in effect.

9.9  NO WAIVER. Failute by a party to enforce any provision of this AIA, or the waiver
thereof in any instance, shall not be construed as a genetal waiver of rights.

9.10 NOTICES. Any notice given or made putsuant to this AIA will be effective only if in
writing and delivered in petson, by messenger, by overnight delivery, ot by cettified mail, return
receipt to a Patty at the address first written above.

9.11 COMPLETE AGREEMENT. The terms of this AIA constitute the entire agteement
between the Parties concerning the subject mattet hereof, and this AIA may be modified only in a
writing signed by both Parties. This AIA and the exhibits incorporated hetein shall be modified
and/or amended only by writing signed by both patties and shall not be effective until filed with
and approved by applicable regulatory agencies, include the PA PUC

9.12 TITLES AND HEADINGS. Titles and headings to sections ot paragraphs herein ate
inserted metely for convenience of reference and are not intended to be a part of or to affect the
meaning or interpretation of this AIA.

9.13 COUNTERPARTS. This AIA may be executed in one or more counterpatts, each of
which shall be deemed an original, but all of which together shall constitute one and the same

instrument.

11



IN WITNESS WHEREOF, Setvice Company and Aqua PA have caused this AIA to be
signed in theit respective cotporate names by their respective Presidents or Vice Presidents, as of

the day and yeat first above written.

AQUA PENNSYLVANIA, INC, AQUA SERVICES, INC.

Tt Tgper' v, LD LA

Title: /M—S . Title: VtLLP"Coméﬂ/mf
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EXHIBIT A

Without limitation, services to be provided by the Setvice Company will include the following:

A.  Accounting and Financial Services: ~ Service Company will oversee and assist in the
preparation and implementation of accounting methods and procedures that conform to the
requirements, rules and regulation of govetnmental authorities having jurisdiction over Aqua PA and
will oversee and assist in the prepatation of Aqua PA’s monthly financial repotts, annual reports and
other tepotts, including those for any governmental authorities. Service Company will ovetsee and
assist in the establishment and maintenance of curtrent record keeping techniques; review accounting
procedures, methods and forms; and evaluate systems of internal controls for receipt and disbursement
of funds, materials and supplies, and other assets. Service Company will assist in the maintenance of
accounting records as required by Aqua PA. Service Company will oversee the wotk of and cooperate
and consult with any independent certified public accountant for Aqua PA. Setvice Company will also
provide services related to accounts payable, payroll, utility plant accounting, consolidation, SEC
reporting/filing, ratemaking, regulatory relations, cash management, capital structure management,
capital budgeting and allocation, opetating budgeting and long-range planning.

Service Company will assist in the preparation of operating and construction budgets and
monitor the control over such budgets by compating expetienced costs to the projections.

Setvice Company will prepare or assist in the preparation of federal, state and local tax retutns
for and to the extent required by Aqua PA.

B. Administration; Service Company will assist in the performance of Aqua PA’s
cotporate activities. Those employees will keep themselves informed on Aqua PA’s operations. They

will make recommendations to Aqua PA for operating expenditures and for additions to and

13



improvements of property, plant and equipment. They will keep abreast of economic, regulatoty,
govemnmental and operational developments and conditions that may affect Aqua PA and advise Aqua
PA of such developments and conditions to the extent that they may be important to Aqua PA.
Service Company will provide an internal audit staff for petiodic audits of accounts, records, policies
and procedures of Aqua and submit reports thereon.

C. Communications: Setvice Company will recommend procedutes to promote
satisfactoty relations with employees, customets, communities and the general public and assist in the
prepatation of communication materials, (including press releases, brochutes, audio visual presentations
and speeches) plant touts, public exhibits and displays and other related setvices to inform the public.

D. Corporate Secretarial: Setvice Company will maintain, in such places and manner as
may be required by applicable law, corporate documents of Aqua PA, such as minute books, charters,
by-laws, conttacts, deeds and other corporate records. It will maintain, or arrange for the maintenance
of, records of stockholdets of Aqua PA and petform other corporate secretarial functions as required
including prepatation of notices of stockholdet and director meetings and the minutes thereof.

Setvice Company will review and may assist in the preparation of documents and reports

required by Aqua such as deeds, easements, contracts, charters, franchises, trust indentures and

regulatory repotts and filings.
E. Customer Service and Billing: Setvice Company may provide customer service

and billing setvices to Aqua PA, including live and automated telephone setvice to customers, non-
telephonic setvices (including regular mail, facsimile, e-mail and Internet based), rendering of periodic
bills and notices to customets based on Aqua PA’s tariffs, collections, assisting customers with water
service changes, resolving customet disputes, work order distribution, remittance processing and data

input to the customer information system.
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F. Engineeting: Service Company may provide engineering consulting regarding, and
provide engineering services in connection with, the design, permitting and constructing of Aqua PA’s
facilities.

Service Company may conduct facility planning, hydraulic analyses and prepare or review
maps, charts, operating statistics, teports and other pertinent data, as needed to support these
engineering services. It may assist Aqua PA in the protection of Aqua PA’s properties by periodic
inspection of their structures, including, as applicable, tanks reservoirs, dams, wells and electrical and
mechanical equipment.

The engineering setvices provided by Setvice Company may also include the conduct of field
investigations as necessary to obtain engineering information and, when required, the preparation of
studies, tepotts, designs, drawings, cost estimates, specifications, and contracts for the consttuction of
additions to ot improvements of Aqua PA’s sources of supply, treatment plants, pumping stations,
collection and distribution systems, and such other facilities as Aqua PA may request. Service
Company may provide a materials management program to arrange for the purchase of equipment,
materials, and supplies in volume on a basis advantageous to Aqua PA and assist in the evaluation of
new and existing products and application procedures.

G. Financial: Sexvice Company will assist in the development and implementation of
financing programs for Aqua PA, including the furnishing of advice from time to time on secutities
market conditions and the form and timing of financing; advice conceming arrangements for the sale of
securities; and assistance in the preparation of necessary papers, documents, registration statements,
ptospectuses, petitions, applications and declarations. Setvice Company will prepare reports to be filed

with, and reply to inquiries made by, secutity holders and bond and mortgage trustees.

15



Service Company will assist Aqua PA in treasury and cash management functions, including
arrangements for bank credit lines, establishment of collection policies, and development of tempotary
investment programs.

H. Fleet Services: Service Company may provide vatious fleet management services,
including assistance with vehicle otdeting and leasing, fuel card management, vehicle maintenance
suppott and oversight, vehicle signage, vehicle titles and ddvet training.

I.  Human Resources: Service Company will assist in obtaining qualified personnel for
Aqua PA, in establishing appropriate rates of pay for those employees, and in negotiating with
bargaining units, if any, representing Aqua PA’s employees. Service Company will recommend and/or
catry out training programs for the development of personnel and advise and assist Aqua PA regarding
personnel issues and human resource policies and procedure.. It will also advise and assist Aqua PA in
regard to group employee insurance, pension and benefit plans and in the drafting or revising of those
plans when required. It will provide advice regarding employment and benefit laws and procedures and
assist in impletmenting controls for compliance with such laws,

J.  Information Systems: Setvice Company will make available to Aqua PA electronic
data processing systems, networks, applications and services. Service Company will design, implement
and maintain a computer network, data communications system, database and applications setvices,
desktop and laptop computets, and peripheral equipment along with periodic upgrades, data backups
and recovery procedutes for the benefit of Aqua PA.

K. Operation:  Service Company may develop and assist inf the implementation of
operating procedures to promote the efficient and economic operation of Aqua PA. Pedodic
operational teviews may be performed by Service Company personnel and recommendations for

improvements will be reported to Aqua PA.
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L.  Rates and Regulatory:  Service Company personnel will make recommendations for
changes in rates, tariffs, rules and regulations and will assist Aqué PA in the conduct of proceedings
before, and in their compliance with the rﬁgs of, regulatory bodies having jurisdiction over the Aqua
PA’s operation. These personnel will keep abteast of economic and regulatory developments and
conditions that may affect Aqua PA and advise Aqua PA of developments and conditions to the extent
that they may be important to Aqua PA. Setvice Company Rates and Regulatory personnel will assist
in the preparation of rate filings ot applications and the supporting documents and exhibits requested
or requited by Aqua PA and their respective regulatory commissions. Service Company will also
provide qualified personnel to testify on behalf of Aqua PA as required during any regulatory
proceedings.

M. Risk Management: Service Company will provide risk management services to
review the exposures to accidental loss, recommend methods of protection, either through the
purchase of insurance, self-insurance or other tisk management techniques and atrange for the
purchase of insurance coverage. Service Company will also supetvise the investigation of claims against
Aqua and assist in the negotiation and settlement of such claims at the request of Aqua PA. It will
assist, as requested by Aqua PA, in the establishment of safety and security programs for Aqua PA.

N. ' Water Quality Service Company will provide information to Aqua PA on
relevant current or pending water quality, drinking water, and other environmental regulations. It will
review water quality data and provide advice and consultation to assist Aqua PA in complying with
cutrent and proposed water quality standards set by federal or state agencies. It will provide technical
assistance and general direction for Aqua PA personnel on water quality issues, assist in selecting
compliance strategies and evaluating altemnatives for capital projects dtiven by envitonmental
compliance ot water quality, and assist in providing responses to and coordination with public agencies

to maintain ot achieve compliance.

17



Setvice Company will also provide laboratory testing services for compliance testing fot
which its ot its affiliated lab is cettified in a particular state, or for non-compliance testing where special
testing services ot a check on a local lab might be needed. Service Company will help evaluate pricing
of local and regional laboratoty setvices, provide competitive pricing where appropriate in negotiating
pricing with contract laboratories, and will provide inspection and/or audits of contract labs where
appropmate.

Service Company will provide services for the generation and distribution of Annual Water
Quality Reports (CCR’s) in compliance with state and federal requirements, and will post and maintain
these documents on the Aqua web site. The Service Company will also assist in drafting and/or editing
requited public notices and public educations material related to water quality. | |

O. Legal Service Company will provide legal services, including legal advice and
representation on legal matters. Service Company will also provide oversight of outside council retained
to represent Aqua PA.

P.  Purchasing, Clonuacts and Sales of Real Estate Setvice Company may (a) act as
putchasing agent for the Aqua PA, so far as it is feasible, in the purchase of supplies, materials and
equipment for which Aqua PA may submit a requisition through the Setvice Company’s purchasing
system; (b) endeavor to securc;, prompt shipment and delivery items ordered; (c) provide Aqua PA the
benefit of cash, trade and quantity discouants obtained by Service Company with respect to items
ordered for Aqua PA; (d) keep in touch with market conditions and endeavor to recommend to Aqua
PA putchases at advantageous titnes; (€) negotiate purchases and sales of real estate and the terms of
leases; (f) analyze quotations ot competitive bids of suppliers or contractors submitted to Aqua PA and
make recommendations relative thereto; and (g) establish and assist in the administration of purchasing

card accounts.
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AQUA PENNSYLVANIA, INC.
2011 RATE CASE
FILING REQUIREMENTS

G. Rate of Return
RR14. If the utility plans to make a formal claim for a specified allowable rate of return,
provide the following data in statement or exhibit form:

a. Claimed capitalization and capitalization ratios with supporting data.
b. Claimed cost of long-term debt with supporting data.

c. Claimed cost of short-term debt with supporting data.

d. Claimed cost of total debt with supporting data.

e. Claimed cost of preferred stock with supporting data.

f.  Claimed cost of common equity with supporting data.

A. The Company’s claim for a specific allowable rate of return, including the details
requested in items (a) through (f) may be found in Schedules 1, 5 and 6 of
Exhibit 4-A.



