ORIGINAL

NOTICE OF APPLICATION FOR A TRANSFER
OF ASSETS AND CERTIFICATES 268-S ??ﬁ@/?SLL

LEGAL NOTICE

Notice is hereby given on December 29, 1998, pursuant to Section
367.071, Florida Statutes, of the application for transfer of the
utility facilities of South Seas Utility Company and Certificate
No. 268-38 to AquaSource Utilities, Inc. providing sewer utility
service to the following described territory in Lee County,

Florida:

Township 45 South, Range 21 East, Lee County, Florida:
All that part of Sections 15, 22, 23, 26, 27, Captiva Island, Lee
County, Florida lying southerly from Redfish Pass: lying easterly
of Gulfview, according to a map or plat thereof, recorded in Plat
Book 3 at page 8 of the public records of Lee County; lying
northerly of Binder Avenue, as shown on the plat of G.W. Bryant’s
Addition to Gulfview recorded in Plat Book 3 at page 21 of said
public records; and lying westerly and northerly of the following
described boundary: From the northwest corner of Lot 70 of F.A.
Lane’s Bayview Subdivision, according to a map or plat thereof
recorded in Plat Book 3 at page 75 of said public records, run
North 02 degrees, 55 minutes 20 seconds East along the said line of
Munson Street for 305 feet to a steel pin marking the intersection
with the northeasterly line of Binder Avenue: thence run North 71
degrees 18 minutes 20 seconds West along said northeasterly line
for 250 feet to the southeasterly corner of lands conveyed by deed
recorded in Official Record Book 503 at page 33 of said public
records and the POINT OF BEGINNING of the herein described
boundary. FROM SAID POINT OF BEGINNING, run North 02 degrees 55
minutes 20 seconds East along the easterly boundary of said lands
for 235.67 feet to a concrete monument marking the intersection
with the southerly boundary of lands conveyed by deed recorded in
Deed Book 130 at page 21 of said public records; thence run North
85 degrees 47 minutes 00 seconds West along said southerly boundary
ACK for 71.60 feet to a concrete monument; thence run North 02 degrees
——4d minutes 50 seconds East along the westerly boundary of said
AFA lands for 450.32 feet to a concrete monument; thence run South 85
APP egrees 50 minutes 20 seconds East along the northerly boundary of
——wmid lands for 500 feet more or less to the waters of Pine Island

CAF Sound and the end of the herein described boundary. Bearings

cMU hereinabove mentioned are Plane Coordinate for the Florida West
———2orne.
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southerly right-of-way line of Captiva Drive S.W. (formerly Binder
Avenue); thence run S 77010’20" E along said line for 122.78 feet,
more or less, to the Point of Beginning.

From said Point of Beginning continue S 77010’22" E along the
southerly right-of-way line for 200 feet, more or less, to a jog in
said southerly right-of-way line; thence run S 12049’'40" W along
said jog for 2.10 feet, more or less, to the southerly line of
Captiva Drive S.W. (formerly Binder Avenue); thence run S 71018’20"
E along said line for 718.03 feet, more or less; thence run S
02055’20" W for 183.30 feet, more or less; thence run S 18041’20"
W for 5.00 feet; thence run N 71018’'20" W for 951.36 feet, more or
less; thence run N 18¢41’40" E for 3.89 feet, more or less; thence
run N 12049’40" E for 160 feet, more or less, to the Point of
Beginning. ‘

Bearings hereinabove mentioned are assumed, based on the west line
of said Section 26, Township 45 South, Range 21 East to bear S
08029'50" W.

A tract or parcel of land lying in Section 26, Township 45 South,
Range 21 East, Captiva Island, Lee County, Florida, which tract or
parcel is described as follows:

Section 26, Township 45 South, Range 21 East: Commencing at the
intersection of the Mean High Water Line of the Gulf of Mexico with
the south line of Section 26, Township 45 South, Range 21 East, ;
thence run east along said section line for a distance of 1150 feet
more or less to the easterly right-of-way (R.O.W.)} line of Captiva
Drive run North for 40.0 feet to the Point of Beginning.

From said Point of Beginning continue North for 225.00 feet; then
run N 89058’30" E departing said easterly R.O.W. line for 50.00
feet; thence run north 50.00 feet to an intersection with the
southerly R.0.W. line of Andy Rossi Lane; thence run N 89058’30" E
along said southerly R.O.W. line for 345 feet, more or less, to an
intersection with the Mean High Water Line of Pine Island Sound;
thence meandering southwesterly along said Mean High Water Line for
290 feet, more or less to an intersection with the line that bears
N 89058’30" E from said Point of Beginning; thence run S 89058’'30"
W along said line for 315 feet, more or less to the Point of
Beginning.

Bearings hereinabove mentioned are based on the east R.O.W. line of
Captiva Drive to bear North.

Any objection to the said application must be made in writing and
filed within thirty (30) days from this date to the Director,
Division of Records and Reporting, Florida Public Service
Commission, 2540 Shumard Oaks Boulevard, Tallahassee, FL 32399-
0850. A copy of said objection should be mailed to the attorney
for the applicant: Martin S. Friedman, Esquire, Rose, Sundstrom &
Bentley, LLP, 2548 Blairstone Pines Drive, Tallahassee, FL 32301.
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PRECEDENT
ESCROW AGREEMENT
This Escrow Agreement, as the same may be amended or modified from time to
time (“Escrow Agreement”) is made and entered into the / 9 day of
&Ceﬂb&/ , 199 Q_ , by and among AquaSource Utility, Tnc. (the
“Buyer”), and the sharcholders ~of South Seas Utility Company

(Al Shwveho!Fess Col /édw(.&_r ) (the “Seller™), and The Mariner
Group (the ‘“Parent™), and AquaSource, Inc. (“AquaSource™ or the “Escrow Agent™).

WITNESSETH

WHEREAS, pursuant to the terms of the Asset Purchase Agreement (the

“Agreement”’) between the above parties dated Decern bey /18,1998 , part of the

cash consideration paid pursuant to the Agreement is to be deposited in escrow pursuant
to this Escrow Agreement;

WHEREAS, Buyer and Seller have requested AquaSource to act in the capacity
of the Escrow Agent under this Escrow Agreement, and AquaSource, subject to the terms

and conditions hereof, has agreed to do so.

NOW, THEREFORE, in consideration of the premises and mutual covenants and
agreements contained herein, the parties hereto hereby agree as follows:

1, Appointment of the Escrow Agent. Buyer and Seller hereby appoint
AquaSource as the Escrow Agent under this Escrow Agreement, and AquaSource hereby

accepts such appointment.

2. Escrowed Purchase Price. Buyer shall deliver one million two hundred
fifty tbousand and no/100 dollars ($1,250,000.00) (the “Escrowed Purchase Price”) to the
Bscrow Agent within five (5) business days of Buyer’s and Seller’s execution of the
Agreement. Subject to and in accordance with the terms and conditions hereof, Escrow
Agent shall receive, hold in escrow and distribute the BEscrowed Purchase Price as

instructed under Section 3 herein.

3, Disbursement. Escrow Agent is hereby authorized to make disbursements
of the Escrowed Purchase Price only as follows:

‘ (a) Upon the verification and agreement by the Buyer and Seller that
the conditions precedent to closing in the Agreement have been achieved, Escrow
agent shall make disbursements in accordance with the requirements set forth in
the Agreesment or through a mutual agreement by Buyer and Seller. Upon
satisfaction of either of these, any amount due therecunder shall be disbursed



accordingly. In the event the Agreement is terminated due to conditions set forth
therein, Escrow Agent shall disburse the Escrowed Purchase Price to the Buyer;

or

(b) Into the registry of the court in accordance with Section 5.

4. Right of Interpleader or Concursus. Should any controversy arise
involving the parties hereto or any of them or any other person, firm or entity with
respect to this Escrow Agreement or the Escrowed Purchase Price, or if Escrow Agent
should be in doubt as to what action to take, Escrow Agent shall have the right, but not
the obligation, either to (a) withhold delivery of the Escrowed Purchase Price until the
controversy is resolved, the conflicting demands are withdrawn or its doubt is resolved,
or (b) institute a petition for interpleader or concursus proceeding in any court of
competent jurisdiction to determine the rights of the parties hereto. In the event Escrow
Agent is a party to any dispute, the Escrow Agent shall have the additional right to refer

such controversy to binding arbitration.

5. Notices. Any notice, request, instruction, correspondence or other
document to be given hereunder by ecither party to the other (herein collectively called
“Notice™) shall be in writing and delivered in person or by courier service requiring
acknowledgement of receipt of delivery or mailed by certified mail, postage prepaid and
return receipt requested, or by telecopier, as follows:

If to Buyer or Escrow Agent, addressed to:

AguaSource Utility, Inc. /
AquaSource, Inc.

16810 Barker Springs, Suite B215
Houston, Texas 77084

Attention: Ed Wallace

Telecopy: (281) 578-1620

If to Seller or Parent, addressed to:

The Mariner Group

8270 College Parkway, Suite 105
Fort Myers, Florida 33919
Attention: Joe Blacketer
Telecopy: (941) 454-8494

Notice given by personal delivery, courier service or mail shall be effective upon actual
receipt. Notice given by telecopier shall be confirmed by appropriate answer back and
shall be effective upon actual receipt if received during the recipient’s normal business
hours, or at the beginning of the recipient’s next business day after receipt if not received
during the recipient’s normal business hours. All Notices by telecopier shall be -
confirmed promptly after transmission in writing by certified mail or personal delivery.
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Any party may change any address to which Notice is to be given to it by giving Notlcc
as provided above of such change of address.

6. Governing Law. The provisions of this Escrow Agreement shall be
governed by and construed and enforced in accordance with the laws of the State of
Texas (excluding any conflicts-of-law rule or principle that might refer same to the laws
of another jurisdiction).

7. Assignment. This Escrow Agreement shall not be assignable by either
Buyer or Seller without the prior written consent of the other parties.

8. Severability. If one or more of the provisions hereof shall for any reason
be held to be invalid, illegal or unenforceable in any respect under applicable law, such
invalidity, illegality or unenforceability shall not affect any other provisions hereof, and
this Escrow Agreement shall be construed as if such invalid, illegal or unenforceable
provision had never been contained herein, and the remaining provisions hereof shall be
given full force and effect.

9. Termination. This Escrow Agreement shall terminate upon disbursement
of the Down Payment and Escrowed Purchase Price in accordance with Section 4.

10.  General. The section headings contained in this Escrow Agreement are

for reference purposes only and shall not affect in any way the meaning or interpretation’

of this Escrow Agreement. This Escrow Agreement and any document to be provided
hereunder may be executed in two or more counterparts, each of which shall be deemed
an original, but all of which taken together shall constitute but oue and the same
instrument. The terms and provisions of this Escrow Agreement, together with the
Agreement, constitute the entire agreement among the parties hereto in respect of the
subject hereof, and neither (a) Buyer, Seller or Parent on the one hand nor (b)
AquaSource on the other has relief on any representations or agreements of the other,
except as specifically set forth in this Escrow Agreement. This Escrow Agreement or
any provision hereof may be amended, modified, waived or terminated only by written
instrument duly signed by the parties hereto. This Escrow Agreement shall inure to the
benefit of, and be binding upon, the parties and their respective heirs, devisees, executors,
administrators, personal representatives, successors, trustees, receivers and permitted
assigns. This Escrow Agreement is for the sole and exclusive benefit of the parties, and
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nothing in this Escrow Agreement, express or implied, is intended to confer or shall be
construed as conferring upon any other person any rights, remedies or any other type or

types of benefits.

IN WITNESS WHEREOF, the parties have executed this Escrow Agreement to
be effective as of the date first above written.

AQUASOURCE UTILITY, INC./

AQUASOURCE, INC. /
ESCROVW AG .

Title: 1/.Aes Title: &r PRZS

SELLER(S)

South Seas Utility - Esctow Agreement -4.

vav/s



Statement of Consolidated Income
(Thousands of Dollars, Except Per Share Amounts)

Year Ended December 31,
1997 1996 1995
Operating Sales of Electricity:
Revenues Residential $ 405,915 S 405,392 S 414,29}
Commercial 494,834 489,646 491,789
Industrial 198,708 190,723 190,689
Provision for doubtful accounts (11,000) (10,582) (13,430)
Net customer revenues 1,083,457 1,075,179 1,083,339
Utilities 24,861 58.292 55,963
Total Sales of Electricity 1,113,318 1,133,471 1,139,302
Other 105,856 92.724 80,860
Total Operating Revenues 1,219,174 1,226,195 1,220,162
Operating ' Fuel and purchased power 223,411 236,924 231,968
Expenses / Other operating 306,747 298,977 292,997
Maintenance 82,869 78,386 81,516
Depreciation and amortization 242,843 222.928 202,358
Taxes other than income taxes 82,567 85,974 88,658
Total Operating Expenses 938,437 923,189 897,697
Operating Income  Operating Income 280,737 303,006 322,465
Other Income Long-term investment income 64,464 49,636 28,975
Gain on dispositions 34,364 5,119 9,129
Interest and other income 30,979 19,035 14,210
Total Other Income 129,807 73,790 52.314
Interest and Other Charges 115,638 110,270 107,555
Income Before Income Taxes 294,906 266.526 267,224
Income Taxes 95,805 87,388 96,661
Net Income Net Income $ 199,101 S 179.138 S 170,563
Average Number of Common Shares
Qutstanding (Thousands of Shares) 77,492 77,349 77,674
Earnings Per Share Basic Earnings Per Share of Common Stock $2.57 $2.32 $2.20
Diluted Earnings Per Share of Common Stock $2.54 $2.29 $2.17
Dividends Declared Dividends Declared Per Share of Common Stock $1.38 $1.30 $1.21

See notes to consolidated financial statements.

Statement of Consolidated Retained Earnings

{Thousands of Dollars)
As of December 31,

1997 1996 1995
Balance at beginning of year $ 777.607 S 698986 S 622.072
EXHIBIT Net income 199,101 179,138 170.563
Dividends declared (106,959 (100,517 {93.649)
"R " Balance at end of year S 869749 § 777.607 S 698.986

See notes to consolidated financial statements.




Assets

Consolidated Balance Sheet

(Thousands of Dollars)

As of December 3],
1997 1996
Current Assets:
Cash and temporary cash investments $ 356,412 $ 410,978
Receivables:
Electric customer accounts receivable 90,149 92.475
Other utility receivables 23,106 22,402
Other receivables 33,472 33,936
Less: Allowance for uncollectible accounts (15,016) (18,688)
Total Receivables — Net 131,711 130,125
Materials and supplies (at average cost):
Coal 20,418 19,097
Operating and construction 53,088 52,669
Total Materials and Supplies 73,506 71,766
Other current assets 7,727 8,359
Total Current Assets 569,336 622,228
Long-Term Investments:
Leveraged leases 349,129 134,133
Affordable housing 137,860 150,270
Gas reserves 92,645 79,916
Other leases 69,329 85,893
Other 73,823 68,477
722,786 518,689

Total Long-Term Investments

Property, Plant and Equipment:

Electric plant in service 4335149 4,275,110
Construction work in progress 56,471 45,059
Property held under capital leases 113,662 99,608
Property held for future use 3.980 190,821
Other 115,866 176,872
Gross property, plant and equipment 4,625,128 4,787,470
Less: Accumulated depreciation and amortization (1,962,794) (1,969,945)
Total Property, Plant and Equipment - Net 2,662.33 2.817,525
Other Non-Current Assets:

Regulatory assets 680,883 636.816
Other 59,041 43,734
Total Other Non-Current Assets 739,926 630,550
Total Assets 84,694,402 S$4,638,992

See notes to consolidated financial statements.




(Thousands of Dollars)

As of December 31,

1997 1996

Liabilities and Current Liabilities:

Capitalization Notes payable $ — S 749
Current maturities and sinking fund requirements 97,844 72,831
Accounts payable 85,085 96,230
Accrued liabilities 34,386 58,044
Dividends declared 30,312 28,633
Other 14,339 4,075

Total Current Liabilities 281,966 260,562
Non-Current Liabilities:
Deferred income taxes — net 693,215 759,089
Deferred income 225,107 189,293
Deferred investment tax credits 97,782 106,201
Capital lease obligations 37,540 28,407
Other 255,467 240,763
Total Non-Current Liabilities 1,309,111 1,323,753
Commitments and Contingencies (Notes B through M)
Capitalization:
Long-Term Debt 1,376,121 1,439,746
Preferred and Preference Stock of Subsidiaries:
Non-redeemable preferred stock 216,156 213,608
Non-redeemable preference stock 28,295 28,997
Total preferred and preference stock before deferred employee
stock ownership plan (ESOP) benefit 244,451 242.605
Deferred ESOP benefit (16,400) (19,533)
Total Preferred and Preference Stock of Subsidiaries 228,051 223,072
Common Shareholders’ Equity:
Common stock - no par value (authorized — 187,500,000
shares; issued — 109,679,154 shares) 1,001,225 990,502
Retained earnings 869,749 777,607
Treasury stock (at cost) (31,998,723 and 32,406,135 shares) (371,821) (376,250)
Total Common Shareholders’ Equity 1,499,153 1.391,859
Total Capitalization 3,103,325 3.054.677

Total Liabilities and Capitalization

$4,694,402  $4.638.992

See notes 1o consolidated financial statements.



Statement of Consolidated Cash Flows

(Thousands of Dollars)
Year Ended December 31,
1997 1996 1995
Cash Flows Net income $199,101 $179,138  $170,563
from O_perating Principal non-cash charges (credits) to net income:

Activities Depreciation and amortization 242,843 222,928 202,558
Capital lease, nuclear fuel and investment amortization 67,671 53.166 38,847

Deferred income taxes and investment tax credits — net 60,811 (43.170) (10,921)

Gain on disposition of investments (34,364) (3.119) (9,129)
Investment income (66,246) (57.429) (31,054)

Changes in working capital other than cash (37,229) 2915 34,875

(Increase) decrease in ECR (25,318) (3.948) 11,652

Other (40,038) 34,445 438,731

Net Cash Provided from Operating Activities 367,231 382,926 456,122
Cash Flows from  Long-term investments (219,122) (77,147)  (191,719)
Investing Activities Capital expenditures (118,338)  (101,1530) (94,164)
Proceeds from disposition of investments 86,300 18,100 : 1,929

Sale of generating station — 169,100 —

Payment for purchase of GSF Energy, net of cash acquired —_ (24,234) _
Other (4,938) (1,898) (3,854)
Net Cash Used in Investing Activities (256,098) (17,229) (287,808)
Cash Flows from Dividends on common stock (106,959) (100,517 (93,649)

Financing Activities Reductions of long-term obligations:
Long-term debt
Capital leases

(52,100) (50,812) (56,114)
(13,351) (19,326) (26,373)

Preferred and preference stock — —_ (29.732)
Repurchase of common stock 30) (11,717 (21.271)
[ssuance of preferred stock — 150.000 —
Issuance of long-term debt — 85,000 65,000
Decrease in notes payable — (28.637) (20.236)
Other 6,941 (3.477) (11.230)

Net Cash (Used in) Provided from Financing Activities (163.,699) 20514 (193.603)

Net (decrease) increase in cash and temporary cash
(54,566) 386.211 (25.291)

investments
Cash and temporary cash investments at beginning of year 410,978 24,767 50.038
Cash and temporary cash investments at end of year $356,412 $410,978 S 24767

Supplemental Cash Flow Information
$ 95413 S 935702 S 99.954

Cash Paid During Interest (net of amount capitalized)

the Year Income taxes $ 66,703 S 91.641 $ 82.854
Non-Cash Investing  Capital lease obligations recorded $ 27514 $ 13.050 S 14901
and F.lr.1ancmg Equity funding obligations recorded § 5441 S 36716 $ 21.827
Activities Equity funding obligations cancelled $ 9107 S - S —

Preferred stock issued in conjunction with long-term investments  $ 2,348 S — S 3,000

On May 1. 1997, DQE exchanged its shares in Chester Engineers for shares of common stock of the
purchaser of Chester Engineers. which were subsequently sold at various dates through June 5. 1997,

See notes to consolidated financial statements.
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A. Summary of
Significant
Accounting
Policies

Notes to Consolidated Financial Statements

Consolidation and Proposed Merger
DQE, Inc. (DQE) is an energy services holding company. Its subsidiaries are Duquesne Light

Company (Duquesne); Duquesne Enterprises, Inc. (DE); DQE Energy Services, Inc. (DES);
DQEnergy Partners, Inc. (DQEnergy); and Montauk, Inc. (Montauk). DQE and its subsidiaries are
collectively referred to as “the Company.”

Dugquesne is an electric utility engaged in the generation, transmission. distribution and sale of
electric energy and is the largest of DQE’s subsidiaries. DE makes strategic investments beneficial
to DQE's core energy business. These investments are intended to enhance DQE’s capabilities as an
energy provider, increase asset utilization, and act as a hedge against changing business conditions.
DES is a diversified energy services company offering a wide range of energy solutions for industrial,
utility and consumer markets worldwide. DES initiatives include energy facility development and
operation, domestic and international independent power production, and the production and supply
of innovative fuels. DQEnergy was formed to align DQE with strategic partners to capitalize on
opportunities in the energy services industry. These alliances are intended to enhance the utilization
and value of DQE’s strategic investments and capabilities while establishing DQE as a total energy
provider. Montauk is a financial services company that makes long-term investments and provides
financing for the Company’s other market-driven businesses and their customers.

All material intercompany balances and transactions have been eliminated in the preparation of
the consolidated financial statements.

On August 7, 1997, the shareholders of the Company and Allegheny Energy, Inc. (AYE), approved
a proposed tax-free, stock-for-stock merger. Upon consummation of the merger, DQE will be a wholly
owned subsidiary of AYE. Immediately following the merger, Duquesne, DE, DES, DQEnergy and
Montauk will remain wholly owned subsidiaries of DQE. The transaction is intended to be accounted
for as a pooling of interests. Under the pooling of interests method of accounting for a business
combination, the recorded assets, liabilities and equity of each of the combining companies are
carried forward to the combined corporation at their recorded amounts. Accordingly, no goodwill,
including the related future earnings impact of goodwill amortization, results from a transaction
accounted for as a pooling of interests. In order to qualify for pooling treatment, many requirements
must be met by each of the combining companies for a period of time before and after the combination
occurs. Examples of the requirements prior to the merger include limitations on: dividends paid on
common stock, stock repurchases, stock compensation plan activity and sales of significant assets.
Management has focused and will continue to focus on meeting the pooling requirements as they
relate to the Company prior to the merger.

Under the terms of the transaction, the Company’s shareholders will receive 1.12 shares of AYE
common stock for each share of the Company’s common stock and AYE's dividend in effect at the
time of the closing of the merger. The transaction is expected to close in mid-1998, subject to
approval of applicable regulatory agencies, including the public utility commissions in Pennsylvania
and Maryland, the Securities and Exchange Commission (SEC), the Federal Energy Regulatory
Commission (FERC) and the Nuclear Regulatory Commission (NRC).

In September 1997, the City of Pittsburgh filed a federal antitrust suit seeking to prevent the
merger and asking for monetary damages. Although the United States District Court for the District
of Western Pennsylvania dismissed the suit in January 1998, the City of Pittsburgh filed an appeal
and asked for expedited review. A hearing is currently scheduled for late March 1998. Unless
otherwise indicated, all information presented in this Annual Report relates to the Company only
and does not take into account the proposed merger between the Company and AYE.

Basis of Accounting
The Company is subject to the accounting and reporting requirements of the SEC. In addition. the

Company's electric utility operations are subject to regulation by the Pennsylvania Public Utility
Commission (PUC). including regulation under the Pennsylvania Electricity Generation Customer
Choice and Competition Act (Customer Choice Act), and the FERC under the Federal Power Act
with respect to rates for interstate sales, transmission of electric power. accounting and other matters.
The Company’s consolidated financial statements report regulatory assets and liabilities in

accordance with Statement of Financial Accounting Standards (SFAS) No. 71, Accounting for the
Effects of Certain Types of Regulation (SFAS No. 71), and reflect the effects of the current ratemaking
process. In accordance with SFAS No. 71, the Company’s consolidated financial statements reflect
regulatory assets and liabilities consistent with cost-based. pre-competition ratemaking regulations.
(See “Rate Matters.” Note E. on page 38.)



The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements,
The reported amounts of revenues and expenses during the reporting period may also be affected
by the estimates and assumptions management is required to make. Actual results could differ

from those estimates.

Revenues from Sales of Electricity
The Company’s electric utility operations provide service to customers in Allegheny County,

including the City of Pittsburgh: Beaver County; and Westmoreland County. (See “Rate Matters,”
Note E, on page 58.) This territory represents approximately 800 square miles in southwestern
Pennsylvania. located within a 500-mile radius of one-half of the population of the United States
and Canada. The population of the area served by the Company’s electric utility operations. based
on 1990 census data. is approximately 1,510.000, of whom 370,000 reside in the City of Pittsburgh.
In addition to serving approximately 580,000 direct customers, the Company’s utility operation§
also sell electricity to other utilities.

Meters are read monthly and electric utility customers are billed on the same basis. Revenues are
recorded in the accounting periods for which they are billed, with the exception of energy cost
recovery revenues. (See “Energy Cost Rate Adjustment Clause (ECR)” discussion below.)

Energy Cost Rate Adjustment Clause (ECR)
Through the ECR, the Company recovers (to the extent that such amounts are not included in

base rates) nuclear fuel. fossil fuel and purchased power expenses and. also through the ECR. passes
to its customers the profits from short-term power sales to other utilities (collectively, ECR energy
costs). Under the Company’s mitigation plan approved by the PUC in June 1996, the level of energy
cost recovery is capped at 1.47 cents per kilowatt-hour (KWH) through May 2001. The rate currently
being recovered is 1.28 cents per KWH, based upon estimated 1996 costs. To the extent that current
fuel and purchased power costs, in combination with previously deferred fuel and purchased power
costs, are not projected to be recoverable through this pricing mechanism, these costs would become
transition costs subject to recovery through a competitive transition charge (CTC). (See “Rate
Matters,” Note E, on page 58.) Nuclear fuel expense is recorded on the basis of the quantity of
electric energy generated and includes such costs as the fee imposed by the United States Department
of Energy (DOE) for future disposal and ultimate storage and disposition of spent nuclear fuel. Fossil
fuel expense includes the costs of coal, natural gas and fuel oil used in the generation of electricity.

On the Company’s statement of consolidated income, these ECR revenues are included as a
component of operating revenues. For ECR purposes, the Company defers fuel and other energy
expenses for recovery, or refunding, in subsequent years. The deferrals reflect the difference
between the amount that the Company is currently collecting from customers and its actual ECR
energy costs. The PUC annually reviews the Company's ECR energy costs for the fiscal year April
through March. compares them to previously projected ECR energy costs, and adjusts the ECR for
over- or under-recoveries and for two PUC-established coal cost standards. This adjustment was
not made during 1997, despite a projected increase of 0.13 cents per KWH. pending the outcome
of the Company’s Restructuring Plan or Stand-Alone Plan (as defined in “Rate Matters,” Note E.
on page 58).

Over- or under-recoveries from customers have been recorded in the consolidated balance
sheet as payable to, or receivable from, customers. Based on Duquesne’s Restructuring Plan and
Stand-Alone Plan, the 1997 under-recoveries were reclassified as a regulatory asset and may be
recovered through a CTC. At December 31, 1997, §23.5 million was receivable from customers.
At December 31, 1996. $1.8 million was payable to customers and shown as other current liabilities.

Maintenance
Incremental maintenance costs incurred for refueling outages at the Company’s nuclear units

are deferred for amortization over the period between refueling outages (generally 18 months).
The Company accrues, over the periods between outages. anticipated costs for scheduled major
fossil generating station outages. Maintenance costs incurred for non-major scheduled outages and

for forced outages are charged to expense as such costs are incurred.

Depreciation and Amortization

Depreciation of property. plant and equipment. including plant-related intangibles. is recorded
on a straight-line basis over the estimated remaining useful lives of properties. Amortization of
other intangibles is recorded on a straight-line basis over a five-year period. Amortization ot limited
partnership interests in gas reserve investments and depreciation of related property are on a units



of production method over the total estimated gas reserves. Amortization of interests in affordable
housing partnerships is based upon a method that approximates the equity method and amortization
of certain other leases is on the basis of benefits recorded over the lives of the investments.
Depreciation and amortization of other properties are calculated on various bases.

In 1987, the Company sold its 13.74 percent interest in Beaver Valley Unit 2 and leased it
back. The lease is accounted for as an operating lease. In May 1997, the Company accelerated the
recognition of expense related to the lease. The accelerated expense recognition accounted for
$16.1 million of total amortization expense for 1997. Due to the above-market price of the lease,
the Company has proposed in its Restructuring Plan and Stand-Alone Plan (as defined in “Rate
Matters,” Note E, on page 58) to recover the remaining above-market lease costs through a CTC.

The Company records nuclear decommissioning costs under the category of depreciation and
amortization expense and accrues a liability, equal to that amount, for nuclear decommissioning
expense. On the Company’s consolidated balance sheet, the decommissioning trusts have been
reflected in other long-term investments, and the related liability has been recorded as other
non-current liabilities. Trust fund earnings increase the fund balance and the recorded liability.
(See “Nuclear Decommissioning” discussion, Note I. on page 64.)

The Company'’s electric utility operations’ composite depreciation rate increased from 3.5 percent
to 4.25 percent effective May 1, 1996. Also in 1996, the Company expensed $9 million related to
the depreciation portion of deferred rate synchronization costs in conjunction with the Company’s

1996 PUC-approved mitigation plan.

Income Taxes
The Company uses the liability method in computing deferred taxes on all differences between

book and tax bases of assets. These book/tax differences occur when events and transactions
recognized for financial reporting purposes are not recognized in the same period for tax purposes.
The deferred tax liability or asset is also adjusted in the period of enactment for the effect of
changes in tax laws or rates.

For its electric utility operations, the Company recognizes a regulatory asset for the deferred tax
liabilities that are expected to be recovered from customers through rates. (See “Rate Matters,”
Note E, and “Income Taxes.” Note G, on pages 58 and 62.)

The Company reflects the amortization of the regulatory tax receivable resulting from reversals
of deferred taxes as depreciation and amortization expense. Reversals of accumulated deferred
income taxes are included in income tax expense.

When applied to reduce the Company’s income tax liability, investment tax credits related to
electric utility property generally are deferred. Such credits are subsequently reflected, over the
lives of the related assets, as reductions to income tax expense.

Other Operating Revenues and Other Income
Other operating revenues include the Company’s non-KWH utility revenues and revenues from

market-based operating activities. Other income primarily is made up of income from long-term
investments entered into by the market-driven businesses. The income is separated from other
revenues as the investment income does not result from operating activities.

Property, Plant and Equipment
The- asset values of the Company’s electric utility properties are stated at original construction cost,

which includes related payroll taxes, pensions and other fringe benefits, as well as administrative
and general costs. Also included in original construction cost is an allowance for funds used
during construction (AFC), which represents the estimated cost of debt and equity funds usad to
finance construction.

Additions to, and replacements of. property units are charged to plant accounts. Maintenance,
repairs and replacement of minor items of property are recorded as expenses when they are incurred.
The costs of electric utility properties that are retired (plus removal costs and less any salvage
value) are charged to accumulated depreciation and amortization.

Substantially all of the Company’s electric utility properties are subject to a first mortgage lien.

Temporary Cash Investments
Temporary cash investments are short-term. highly liquid investments with original maturities of

three or fewer months. They are stated at market. which approximates cost. The Company considers
temporary cash investments to be cash equivalents.



B. Changes in
Working Capital
GCther than Cash

C. Property, Plant
and Equipment

Earnings Per Share
SFAS No. 128, Earnings Per Share (SFAS No. 128), establishes standards for computing and

presenting earnings per share and makes the standards comparable to international earnings per
share standards. It replaces the presentation of primary earnings per share, as found in Accounting
Principles Board (APB) Opinion No. 15, Earnings per Share, with a presentation of basic earnings
per share. It also requires dual presentation of basic and diluted earnings per share on the statement of
consolidated income for all entities with complex capital structures. Basic earnings per share is
computed by dividing income available to common stockholders by the weighted-average number
of common shares outstanding for the period. Diluted earnings per share reflects the potevntial
dilution that could occur if securities or other contracts to issue common stock were exercised or
converted into common stock or resulted in the issuance of common stock that then shared in the
earnings of the entity. The statement is effective for financial statements issued for periods ending
after December 13, 1997.

The preference stock of the ESOP, as described in Note M, “Employee Benefits,” was the primary
cause for the dilution of earnings per share for the years ended December 31, 1997, 1996 and
1995 as shown on the statement of consolidated income. Each share of the preference stock is
exchangeable for one and one-half shares of DQE common stock. Assuming conversion at the
beginning of each year, the number of DQE shares was added to the denominator (weighted-average
number of common shares ocutstanding). Partially offsetting the dilutive effect of the additional
shares, the preference stock has an annual dividend rate of $2.80 per share, which was added back
to the numerator (income available to common stockholders). The result of calculating both basic
and dilutive earnings per share for the three years presented was a $0.03 dilutive effect in each year.

Stock-Based Compensation
The Company accounts for stock-based compensation using the intrinsic value method prescribed

in APB Opinion No. 25, Accounting for Stock Issued to Employees, and related interpretations.
Accordingly, compensation cost for stock options is measured as the excess, if any, of the quoted
market price of the Company’s stock at the date of the grant over the amount any employee must
pay to acquire the stock. Compensation cost for stock appreciation rights is recorded annually based
on the quoted market price of the Company’s stock at the end of the period.

Reclassification
The 1996 and 1995 consolidated financial statements have been reclassified to conform with

accounting presentations adopted during 1997.

Recent Accounting Pronouncements
SFAS No. 130, Reporting Comprehensive Income (SFAS No. 130) and SFAS No. 131, Disclosures

about Segments of an Enterprise and Related Information (SFAS No. 131), have been issued and are
effective for fiscal years beginning after December 15, 1997. SFAS No. 130 defines comprehensive
income and outlines certain reporting and disclosure requirements related to comprehensive income.
SFAS No. 131 requires certain disclosures about business segments of an enterprise, if applicable.
The adoption of SFAS No. 130 and SFAS No. 131 is not expected to have a significant impact on

the Company’s financial statements or disclosures.

Changes in Working Capital Other than Cash
(Net of 1997 Chester Disposition and 1996 GSF Energy Acquisition)

1997 1996 1995
(Amounts in Thousands of Dollars)
Receivables $(14,947) S (1.946)  $ 34.341
Materials and supplies (1,740) 1.286 9.994
Other current assets (519) (948) 3,126
Accounts payable (4.993) 4.691 7,087
Other current liabilities (15.030) (168) (19,673)
$(37.229y § 2915 S 34.875

Total

In addition to its wholly owned generating units. the Company, together with FirstEnergy
Corporation. has an ownership or leasehold interest in certain jointly owned units. The Company is
required to pay its share of the construction and operating costs of the units. The Company’s share
of the operating expenses of the units is included in the statement of consolidated income.



D. Long-Term
Investments

Generating Units at December 31, 1997

Generating Net Utility Fuel
Unit Capability Plant Source

(Megawatts) (Millions of Dollars)
Cheswick 570 $ 1204 Coal
Elrama (a) 487 96.5 Coal
Eastlake Unit 5 186 35.6 Coal
Sammis Unit 7 187 46.7 Coal
Bruce Mansfield Unit 1 (a) 228 62.5 Coal
Bruce Mansfield Unit 2 (a) 62 18.2 Coal
Bruce Mansfield Unit 3 (a) 110 479 Coal
Beaver Valley Unit 1 (b) 385 195.9 Nuclear
Beaver Valley Unit 2 (c)(d) 113 14.0 Nuclear
Beaver Valley Common Facilities 149.5
Perry Unit 1 (e) 164 387.1 Nuclear
Brunot Island Units 2a and 2b 178 21.9 Fuel Oil

Total Generating Units 2.670 $1.196.2

(a) The unit is equipped with flue gas desulfurization equipment.

(b) The Nuclear Regulatory Commission (NRC) has granted a license to operate through January 2016.

(¢) In 1987, the Company sold and leased back its 13.74 percent interest in Beaver Valley Unit 2. The lease is accounted
for as an operating lease. Amounts shown represent facilities not sold and subsequent leasehold improvements.

(d) The NRC has granted a license to operate through May 2027.
{e) The NRC has granted a license to operate through March 2026.

The Company makes equity investments in affordable housing and gas reserve partnerships as a
limited partner. At December 31, 1997, the Company had investments in 27 affordable housing
funds and eight gas reserve partnerships. The Company is the lessor in nine leveraged lease
arrangements involving mining equipment. rail equipment, fossil generating stations, a waste-to-
energy facility, high speed service ferries and natural gas processing equipment. These leases
expire in various years beginning in 2004 through 2033. The recorded residual value of the equipment
at the end of the lease terms is estimated to be approximately 2 percent of the original cost. The
Company’s aggregate investment represents 20 percent of the aggregate original cost of the property
and is either leased to a creditworthy lessee or is secured by guarantees of the lessee’s parent or
affiliate. The remaining 80 percent was financed by non-recourse debt provided by lenders who have
been granted, as their sole remedy in the event of default by the lessees, an assignment of rentals due
under the leases and a security interest in the leased property. This debt amounted to $950 million
and $553 million at December 31, 1997 and 1996.

Net Leveraged Lease Investments at December 31

1997 1996
{Amounts in Thousands of Dollars)
Rentals receivable (net of non-recourse debt) $638.030 $215.358
Estimated residual value of leased assets 22.029 22.029
Less: Unearned income (310,930) (103,254
Leveraged lease investments 349,129 134,133
Less: Deferred taxes arising from leveraged leases (115.383) (59.781)
Net Leveraged Lease Investinents $233.746 $ 74352

The Company's other leases include investments in fossil generating stations, a waste-to-energy
facility, computers, vehicles and equipment. The Company’s other investments are primarily in
assets of nuclear decommissioning trusts and marketable securities. In accordance with SFAS No.
1135, Accounting for Certain Investments in Debt and Equiry Securities (SFAS No. 113), these
investments are classified as available-for-sale and are stated at market value. The amount of
unrealized holding gains related to marketable securities was $8.1 million ($4.7 million net of tax)
at December 31, 1997. The amount of unrealized holding losses related to marketable securities was
$4.4 million ($2.6 million net of tax) at December 31. 1996. Deferred income primarily relates to
the Company’s other lease investments and certain gas reserve investments. Deferred amounts will
be recognized as income over the lives of the underlying investments for periods generally not

exceeding seven years.
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E. Rate Matters

In 1997, the Company acquired 100 percent of the Class A Stock of AquaSource, Inc.
{AquaSource), which was formed to acquire small and mid-sized water, wastewater and water
services companies, with its initial focus in Texas. The Company created the Preferred Stock,
Series A (Convertible), $100 liquidation preference per share (DQE Preferred Stock), to issue as
consideration in lieu of cash in connection with acquisitions by the Company of other businesses,
assets or securities. (See “Preferred and Preference Stock,” Note K, on page 68.) At December 31,
1997, the Company had invested approximately $7 million (of which approximately $1.5 million
was in the form of DQE Preferred Stock) to acquire the stock or assets of seven water, wastewater
and water services companies. In February 1998, the Company issued 159,732 shares of DQE
Preferred Stock. representing an investment of approximately $16 million in a water company. The
Company has committed approximately $24 million for additional investments in water, wastewater
and water services companies for the first quarter of 1998.

Competition and the Customer Choice Act
The electric utility industry continues to undergo fundamental change in response to development

of open transmission access and increased availability of energy alternatives. Under historical
ratemaking practice, regulated electric utilities were granted exclusive geographic franchises to sell
electricity in exchange for making investments and incurring obligations to serve customers under
the then-existing regulatory framework. Through the ratemaking process, those prudently incurred
costs were recovered from customers along with a return on the investment. Additionally, certain
operating costs were approved for deferral for future recovery from customers (regulatory assets).
As a result of this historical ratemaking process, utilities have assets recorded on their balance
sheets at above-market costs, thus creating transition or stranded costs.

In Pennsylvania. the Customer Choice Act went into effect January 1, 1997. The Customer Choice
Act enables Pennsylvania’s electric utility customers to purchase electricity at market prices from
a variety of electric generation suppliers (customer choice). Although the Customer Choice Act
will give customers their choice of electric generation suppliers, delivery of the electricity from the
generation supplier to the customer will remain the responsibility of the existing franchised utility.
The Customer Choice Act also provides that the existing franchised utility may recover, through a
CTC, an amount of transition or stranded costs that are determined by the PUC to be just and
reasonable. Pennsylvania’s electric utility restructuring is being accomplished through a two-stage
process consisting of an initial customer choice pilot period (running through 1998) and a phase-in
to competition period (beginning in 1999). For the first stage, the Company filed a pilot program with
the PUC on February 27, 1997. For the second stage, the Company filed on August [, 1997 its
restructuring and merger plan (the Restructuring Plan) and its stand-alone restructuring plan (the
Stand-Alone Plan) with the PUC. (See the detailed discussion of these plans on pages 59 and 60.)

Customer Choice Pilots
The pilot period gives utilities an opportunity to examine a wide range of technical and

administrative details related to competitive markets, including metering, billing, and cost and
design of unbundled electric services. The Company pilot filing proposed unbundling transmission,
distribution, generation and competitive transition charges and offered participating customers the
same options that were to be available in a competitive generation market. The pilot was designed
to comprise approximately 5 percent of the Company’s residential, commercial and industrial demand.
The 28,000 customers participating in the pilot may choose unbundled service, with their electricity
provided by an alternative generation supplier, and will be subject to unbundled distribution and
CTC charges approved by the PUC and unbundled transmission charges pursuant to the Company’s
FERC-approved tariff. On May 9, 1997, the PUC issued a Preliminary Opinion and Order approving
the Company's filing in part. and requiring certain revisions. The Company and other utilities
objected to several features of the PUC’s Preliminary Opinion and Order. Hearings on several key
issues were held in July. The PUC issued its final order on August 29, 1997, approving a revised
pilot program for the Company. On September 8, 1997, the Company appealed the determination
of the market price of generation set forth in this order to the Commonwealth Court of Pennsylvania.
The Company expects a hearing to be scheduled for mid-1998. Although this appeal is pending,
the Company complied with the PUC's order to implement the pilot program that began on

November 3, 1997.

Phase-In to Comnpetition
The phase-in to competition begins on January 1, 1999, when 33 percent of customers will have

customer choice (including customers covered by the pilot program); 66 percent of customers will
have customer choice no later than January 1. 2000; and all customers will have customer choice
no later than January 1. 2001. However. in its sole order to date (the PECO Order), the PUC
ordered the phase-in provisions of the Customer Choice Act to require the acceleration of the second
and third phases to January 2. 1999 and January 2. 2000, respectively. As they are phased-in.



customers that have chosen an electricity generation supplier other than the Company will pay that
supplier for generation charges. and will pay the Company a CTC (discussed below) and unbundled
charges for transmission and distribution. Customers that continue to buy their generation from the
Company will pay for their service at current regulated tariff rates divided into unbundled generation,
transmissjon and distribution charges. The PECO Order concluded that under the Customer Choice
Act, an electric distribution company, such as Duquesne is to remain a regulated utility and may
only offer PUC-approved, tariffed rates (including unbundled generation rates). Delivery of electricity
(including transmission, distribution and customer service) will continue to be regulated in
substantially the same manner as under current regulation.

Rate Cap and Transition Cost Recovery
Before the phase-in to customer choice begins in 1999, the PUC expects utilities to take vigorous

steps to mitigate transition costs as much as possible without increasing the rates they currently
charge customers. The Company has mitigated in excess of $350 million of transition costs during
the past three years through accelerated annual depreciation and a one-time write-down of nuclear
generating station costs, accelerated recognition of nuclear lease costs, increased nuclear decom-
missioning funding, and amortization of various regulatory assets. This relative level of transition
cost reduction, while holding rates constant, is unmatched within Pennsylvania.

The PUC will determine what portion of a utility’s transition or stranded costs that remain at
January 1, 1999 will be recoverable through a CTC from customers. The CTC recovery period
could last through 2005, providing a utility a total of up to nine years beginning January 1, 1997 to
recover transition costs. unless this period is extended as part of a utility’s PUC-approved transition
plan. An overall four-and-one-half-year rate cap from January 1. 1997 will be imposed on the
transmission and distribution charges of electric utility companies. Additionally, electric utility
companies may not increase the generation price component of rates as long as transition costs
are being recovered. with certain exceptions. The Company has requested recovery of transition
costs of approximately $2 billion. net of deferred taxes. beginning January 1, 1999. Of this amount,
$0.5 billion represents regulatory assets and $1.5 billion represents potentially uneconomic plant
and plant decommissioning costs. Any estimate of the ultimate level of transition costs for the
Company depends on. among other things, the extent to which such costs are deemed recoverable
by the PUC, the ongoing level of the cost of Duquesne’s operations, regional and national economic
conditions, and growth of the Company’s sales. (See “Financial Exposure to Transition Cost
Recovery” discussion on page 40 and “Regulatory Assets and Emerging Issues Task Force™

discussion on page 61).

Timetable for Restructuring Plan and Stand-Alone Plan Approval

On August 1, 1997, the Company filed the Restructuring Plan and the Stand-Alone Plan with the
PUC. Although the provisions of the Customer Choice Act require a PUC decision nine months
from the filing date (which would be April 30, 1998). the Pennsylvania Attorney General's Office
requested an extension in order to conduct an investigation into certain competition issues relating
to the Restructuring Plan. Pursuant to an arrangement among the Company. the PUC and the
Attorney General, the Company anticipates a decision by the PUC (with respect to the Restructuring
Plan if the merger is approved. or with respect to the Stand-Alone Plan if the merger is not approved)
on or before May 29, 1998 or such later date as the parties may agree.

Stand-Alone Plan
In the event the merger with AYE is not consummated under the filed Restructuring Plan. the

Company has sought approval for restructuring and recovery of its own transition costs through a
CTC under the Stand-Alone Plan. The Company proposed that any finding of market value for the
Company’s generating assets should be based on market evidence and not on an administrative
determination of that value based on price forecasts (the PECO Order determined the market value
of PECO Energy Company's generation based on the price forecast sponsored by the Pennsylvania
Office of Consumer Advocate). In addition. the Company proposed that such a final market valuation
be conducted in 2003. and that an annual competitive market solicitation be used to set the CTC in
the interim. The 2003 final market valuation would be performed by an independent panel of
experts using the best available market evidence at that time. The Stand-Alone Plan filing also
provided for certain triggers that would accelerate the date of this final market valuation. Prior to
the final valuation. the Company would sell a substantial amount of power to the highest bidder in
an annual competitive solicitation. The annual market price established by the solicitation would be
used to set competitive generation credits and determine the CTC as a residual from the generation
rate cap under the Rate Cap Provision. (See “Financial Impact of Pilot Program Order™ discussion
on page 38.) During the transition period. the Company committed to accelerate amortization and
depreciation of its generation-related assets and cap its return on equity through a return on equity
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spillover mechanism, in exchange for being allowed to charge existing rates under the Rate Cap
Provision. The Company committed to a minimum of $1.7 billion of amortization and depreciation
of generation-related assets by the end of 2005. Under the proposed return on equity spillover
mechanism, additional amortization and depreciation in excess of this minimum $1.7 billion
commitment would be recorded in order to comply with the return on equity cap. The generation
rate cap would apply to the sum of the CTC and the competitive generation credit determined in
the annual competitive solicitation. The Stand-Alone Plan also proposed to redesign individual
tariffs to encourage more efficient consumption and further mitigate transition costs during the
transition period. Consistent with the Company’s long-standing commitment to economic
development, the rate redesign provides for a significant reduction in the cost of electricity for
incremental consumption. Application of the rate redesign to the CTC would also have the potential
to maximize mitigation of transition costs during the transition period.

As an alternative to a market-based valuation in 2003, if the PUC finds that a determination of
market value as of December 31, 1998 is required by the Customer Choice Act, then the Company
has agreed that the PUC may order an immediate auction of the Company’s generation at that time.

Restructuring Plan
The Restructuring Plan incorporates the benefits of the merger with AYE, such as anticipated

savings to the Company, on a nominal basis, of $363 million in generation-related costs over

20 years, and $9 million in transmission-related costs and $173 million in distribution-related costs
over 10 years. The Company plans to use the generation-related portion of its share of net operating
synergy savings to shorten the transition cost recovery period. The Restructuring Plan also incorporates
the market-based approach to determining transition costs proposed by the Company in its Stand-Alone
Plan. The 2003 final market valuation will be performed by an independent panel of experts using
the best available market evidence at that time, including a potential sale of a portion of the combined
company’s generating assets. Certain triggers will accelerate the date of this final market valuation
if market prices rise significantly or the minimum amortization commitment is satisfied prior to 2003.
The annual market price established by the Company’s solicitation would be used to set competitive
generation credits and to determine the CTC as a residual from the generation rate cap under the
Rate Cap Provision. The Company’s minimum amortization commitment of $1.7 billion in the
proposed Stand-Alone Plan has been increased under the Restructuring Plan. As in the Stand-Alone
Plan, the determination of transition costs in 2003 will compare the book value of generating assets
in 2005 (after netting the increased minimum commitment to depreciation and amortization and any
return on equity spillover) with the market value of the generating assets in 2005. The opposing
parties believe that there should be a one-time valuation of the generating assets performed at
January 1, 1999. Any merger-related synergies relating to generation would then be used to reduce
the Company’s transition costs as of that date. These parties also believe that the Company’s
proposed distribution rate decrease should be effective January 1, 1999, as well.

Additional Restructuring Plan Comininnents
The Restructuring Plan also contains a number of commitments by the merged DQE/AYE

entity. First, the merged entity will open up its transmission system to all parties on a reciprocal
non-discriminatory basis and eliminate multiple rate charges across the combined transmission system.
Second, the merged entity will join a recently proposed Midwest Independent System Operator
(ISO) or other then-existing ISO, or form its own ISO if no existing ISO offers acceptable rules,
including marginal cost transmission rates. Several utilities have applications pending before the
FERC to form ISOs. Third. the merged entity has committed to make a report, 18 months after
consummation of the merger, to the PUC regarding its progress on the ISO commitment, The PUC
may, at its option. require the merged entity to relinquish control of 300 MW of generating capacity
to alleviate concerns over market power. The form of relinquishment would be at the option of the
merged entity: possible forms of relinquishment include an energy swap. entering a power sale
contract, divestiture of generating assets and a bidding trust.

The Federal Filings
In addition to the PUC filings of the Restructuring Plan and the Stand-Alone Plan, on August 1,

1997, the Company and AYE filed their joint merger application with the FERC (the FERC Filing).
Pursuant to the FERC Filing. the Company and AYE have committed to forming or joining an ISO
that meets the entity's requirements. including marginal cost transmission pricing. following the
merger. In addition. the Company and AYE have stated in the FERC Filing that following the merger
the combined entity's market share will not violate the market power conditions and requirements
set by the FERC. On January 20. 1998, the Company and AYE filed merger applications with

the Antitrust Division of the Department of Justice and the Federal Trade Commission. These

applications are currently pending.




Regulatory Assets and Emerging Issues Task Force

As a result of the application of SFAS No. 71, the Company records regulatory assets on its
consolidated balance sheet. The regulatory assets represent probable future revenue to the Company
because provisions for these costs are currently included, or are expected to be included, in charges
to electric utility customers through the ratemaking process.

A company’s electric utility operations, or a portion of such operations, could cease to meet the
SFAS No. 71 criteria for various reasons, including a change in the FERC regulations or the
competition-related changes in the PUC regulations. (See “Competition and the Customer Choice
Act,” Note E. on page 58.) The Emerging Issues Task Force of the Financial Accounting Standards
Board (EITF) has determined that once a transition plan has been approved, application of SFAS
No. 71 to the generation portion of a utility must be discontinued and replaced by the application
of SFAS No. 101, Regulated Enterprises - Accounting for the Discontinuation of Application of
FASB Statement No. 71 (SFAS No. 101). The consensus reached by the EITF provides further
guidance that the regulatory assets and liabilities of the generation portion of a utility to which
SFAS No. 101 is being applied should be determined on the basis of the source from which the
regulated cash flows to realize such regulatory assets and settle such liabilities will be derived.
Under the Customer Choice Act, the Company believes that its generation-related regulatory assets
will be recovered through a CTC collected in connection with providing transmission and distribution
services, and the Company will continue to apply SFAS No. 71. Fixed assets related to the generation
portion of a utility will be evaluated on the cash flows provided by the CTC, in accordance with
SFAS No. 121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to
Be Disposed Of (SFAS No. 121). The Company believes that all of its regulatory assets continue to
satisfy the SFAS No. 71 criteria in light of the transition to competitive generation under the
Customer Choice Act and the ability to recover these regulatory assets through a CTC. Once any
portion of the Company's electric utility operations is deemed to no longer meet the SFAS No. 71
criteria, or is not recovered through a CTC, the Company will be required to write off assets (to the
extent their net book value exceeds fair value), the recovery of which is uncertain, and any regulatory
assets or liabilities for those operations that no longer meet these requirements. Any such write-off
of assets could be materially adverse to the financial position, results of operations and cash flows
of the Company.

The Company’s regulatory assets related to generation, transmission and distribution as of
December 31, 1997 were $561.9 million, $33.2 million and $85.8 million, respectively. At
December 31, 1996, the Company’s regulatory assets related to generation, transmission and
distribution were $492.6 million, $41.4 million and $102.8 million, respectively. The components
of all regulatory assets for the periods presented are as follows:

Regulatory Assets at December 31

1997 1996
(Amounts in Thousands of Dollars)

Regulatory tax receivable (Note A) $301,664 $394.131
Brunot Island and Phillips cold reserve units (a) 105,693 —
Unamortized debt costs (b) 87,915 93,299
Deferred rate synchronization costs (¢) 37,231 41,446
Beaver Valley Unit 2 sale/leaseback premium (Note H) 28,554 30,039
Deferred employee costs (d) 25,130 29,589
Deferred energy costs (Note A) 23,514 —
Deferred nuclear maintenance outage costs (Note A) 17,013 13,462
Deferred coal costs (e) 15,711 12,191
DOE decontamination and decommissioning receivable (Note I) 8,847 9.779
Other (f) 29,613 12.860
Total Regulatory Assets $680,885 $636.816

(a) Through its analysis of customer choice in the Restructuring Plan and Stand-Alone Plan, the Company determined
that Phillips and a portion of Brunot Island would not be cost-etfective in the production of electricity in the face of a

competitive marketplace. ‘ .
(b) The premiums paid to reacquire debt prior to scheduled maturity dates are deferred for amortization over the life of

the debt issued to finance the reacquisitions.

(¢) Initial operating costs of Beaver Valley Unit 2 and Perry Unit | were deferred and are currently being recovered over
a 10-year period.

(d) Includes amounts for recovery of accrued compensated absences and accrued claims for workers’ compensation.

(e) The PUC has directed the Company to defer recovery of the delivered cost of coal to the extent that such cost exceeds
generally prevailing market prices for similar coal. as determined by the PUC.

() 1997 amounts include $6.8 million related to Statement of Position 96-1, Environmental Remediation Liabilities for
the ongoing monitoring of certain of the Company’s sites and $6.8 million of one-time costs for the 1997 eurly
retirement plan recorded in accordance with SFAS No. 88, Employers’ Accounting for Settlements and Curtailments
of Defined Benefit Pension Plans and for Termination Benefits and SFAS No. [06, Employers’ Accounting for
Postretirement Benefits Other Than Pensions. (See “Employee Benefits,” Note M. on page 70.)
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F.

G.

Short-Term
Borrowing and
Revolving Credit
Arrangements

Income Taxes

At December 31, 1997, the Companv had two extendible revolving credit arrangements, including
a $125 million facxhty expiring in June 1998 and a $150 million facility expiring in October 1998.
Interest rates can, in accordance with the option selected at the time of the borrowing, be based on
prime, Eurodollar or certificate of deposit rates. Commitment fees are based on the unborrowed
amount of the commitments. Both credit facilities contain two-year repayment periods for any
amounts outstanding at the expiration of the revolving credit periods. At December 31, 1997 and
December 31, 1996, there were no short-term borrowmgs outstanding.

The annual federal corporate income tax returns have been audited by the Internal Revenue
Service (IRS) for the tax years through 1992. The IRS is reviewing the Company’s 1993 and 1994
returns, and the tax years 1995 and 1996 remain subject to IRS review. The Company does not
believe that final settlement of the federal income tax returns for the years 1990 through 1996 will
have a materially adverse effect on its financial position, results of operations or cash flows.

Deferred Tax Assets (Liabilities) at December 31

1997 1996
{Amounts in Thousands of Dollars)
Tax benefit - long-term investments $ 210,394 $ 175,427
Gain on sale/leaseback of BV Unit 2 58,137 61,131
Investment tax credits unamortized 40,573 44,067
Unbilled revenue 19,637 19.222
Other 65,210 50,648
Deferred tax assets 393,951 350,495
(712.247) (783.851)

Property depreciation

Regulatory assets (125,171) (150,346)
Leveraged leases (115,383) (59,781)
Loss on reacquired debt unamortized (31,360) (33,331)
Deferred coal and energy costs (15,910) (5,054)
Other , (87,09%) (77.221)
Deferred tax liabilities (1,087,166) (1,109,584)
Net Deferred Tax Liabilities $ (693,215 $ (759,089)

Income Taxes

1997 1996 1995

(Amounts in Thousands of Dollars)

Currently payable: Federal $ 3911 385976 S 77.667
State 31,083 44,582 29,915

Deferred - net: Federal 69,324 (18,737) 2.550
State (93) (14,874) (5,640)

Investment tax credits deferred — net (8,420) (9,559) (7,831)

Income Taxes $ 95,803 $ 87,388 S 96,661

Total income taxes differ from the amount computed by applying the statutory federal income
tax rate to income before income taxes.

Income Tax Expense Reconciliation

1997 1996 1993
(Amounts in Thousands of Dollars)
Computed federal income tax at statutory rate $103,217 $93284  § 93,528
Increase (decrease) in taxes resulting from:
State income taxes. net of federal income tax benefits 20,143 19,310 13.779
Investment tax benefits — net (17.331) (15,116) (5.478)
Amortization of deferred investment tax credits (8.420) (9.539) (7.831)
(1.304) - (33D 663

Other
Total Income Tax Expense

$ 95,805 $ 87.388 § 96.661




H. Leases

The Company leases nuclear fuel, a portion of a nuclear generating plant, certain office buildings,
computer equipment, and other property and equipment.

Capital Leases at December 31

1997 1996
(Amounts in Thousands of Dollars)
Nuclear fuel $ 92,901 $ 79,103
Electric plant 20,761 20,505
Total 113,662 99,608
Less: Accumulated amortization (50,725) (47,670)
Property Held Under Capital Leases ~ Net (a) $ 62,937 $ 51.938

(a) Includes $2.874 in 1997 and $2.618 in 1996 of capital leases with associated obligations retired.

In 1987, the Company sold and leased back its 13.74 percent interest in BV Unit 2: the sale was
exclusive of transmission and common facilities. The Company subsequently leased back its interest
in the unit for a term of 29.5 years. The lease provides for semi-annual payments and is accounted
for as an operating lease. The Company is responsible under the terms of the lease for all costs
related to its interest in the unit. In December 1992, the Company participated in the refinancing of
collateralized lease bonds to take advantage of lower interest rates and reduce the annual lease
payments. The bonds were originally issued in 1987 for the purpose of partially financing the lease
of BV Unit 2. In accordance with the BV Unit 2 lease agreement, the Company paid the premiums
of approximately $36.4 million as a supplemental rent payment to the lessors. This amount was
deferred and is being amortized over the remaining lease term. At December 31, 1997, the deferred
balance was approximately $28.6 million.

Leased nuclear fuel is amortized as the fuel is burned and charged to fuel and purchased power
expense on the statement of consolidated income. The amortization of all other leased property is
based on rental payments made (except the BV Unit 2 lease, see “Depreciation and Amortization”
discussion on page 54). These lease-related expenses are charged to operating expenses on the

statement of consolidated income.

Summary of Rental Payments

1997 1996 1995
(Amounts in Thousands of Dollars)

$60,684 $59,503 $57.617

Operating leases

Amortization of capital leases 16,847 19,378 26,705
Interest on capital leases 3,435 3,703 4,332
Total Rental Payments $80,966 $82.584 $88,654
Future Minimum Lease Payments
Operating Leases Capital Leases
Year Ended December 31, (Amounts in Thousands of Dollars)
1998 . S 54,326 $ 26,401
1999 54,319 16,417
2000 54,280 10,446
2001 54,195 4,717
2002 55,746 3.342
2003 and thereafter 810,097 16,649
Total Minimum Lease Payments $1,082.963 $77.792
Less: Amount representing interest (17.729)
Present value of minimum lease payments for capital leases (a) S 60,063

(a) Includes current obligations of $22.5 million at December 31, 1997,



Commitments
and
Contingencies

Future minimum lease payments for capital leases are related principally to the estimated use of
nuclear fuel financed through leasing arrangements and building leases. Future minimum lease
payments for operating leases are related principally to BV Unit 2 and certain corporate offices.

Future payments due to the Company, as of December 31, 1997, under subleases of certain
corporate office space are approximately $5.9 million in 1998, $6.0 million in 1999 and $27.6 million

thereafter.

Construction and Investments
The Company estimates that it will spend. excluding AFC and nuclear fuel, approximately

$130 million during 1998 and $100 million in each of 1999 and 2000 for electric utility construction.

In 1997, the Company formed a strategic alliance with CQ Inc. to produce E-Fuel™, a coal-based
synthetic fuel. The first six plants to produce E-Fuel™ are under construction, and are expected to
be in operation by mid-1998. The Company estimates the cost of this construction to be approximately
$25 million in 1998.

In February 1998, the Company issued 159,732 shares of DQE Preferred Stock, representing
an investment of approximately $16 million in a water company. The Company has committed
approximately $24 million for additional investments in water, wastewater and water services
companies for the first quarter of 1998.

In 1997, the-Company entered into a partnership with MCI Communications Corporation. The
Company expects this partnership will lead to investment opportunities in the expanding

telecommunications business.

Nuclear-Related Matters
The Company has an ownership interest in three nuclear units, two of which it operates. The

operation of a nuclear facility involves special risks, potential liabilities, and specific regulatory
and safety requirements. Specific information about risk management and potential liabilities is
discussed below.

Nuclear Decommissioning. The Company expects to decommission BV Unit 1, BV Unit 2 and
Perry Unit 1 no earlier than the expiration of each plant’s operating license in 2016, 2027 and
2026. At the end of its operating life, BV Unit 1 may be placed in safe storage until BV Unit 2 is
ready to be decommissioned, at which time the units may be decommissioned together.

Based on site-specific studies conducted in 1997 for BV Unit 1 and BV Unit 2, and a 1997
update of the 1994 study for Perry Unit 1, the Company’s approximate share of the total estimated
decommissioning costs, including removal and decontamination costs, is $170 million, $55 million
and $90 million. respectively. The amount currently being used to determine the Company’s cost
of service related to decommissioning all three nuclear units is $224 million. The Company is
seeking recovery of any potential shortfall in decommissioning funding as part of either its
Restructuring Plan or its Stand-Alone Plan. (See “Rate Matters,” Note E, on page 58.)

With respect to the transition to a competitive generation market, the Customer Choice Act
requires that utilities include a plan to mitigate any shortfall in decommissioning trust fund payments
for the life of the facility with any future decommissioning filings. Consistent with this requirement,
in 1997 the Company increased its annual contributions to the decommissioning trusts by $3 million
to approximately $9 million. The Company has received approval from the IRS for qualification of
100 percent of additional nuclear decommissioning trust funding for BV Unit 2 and Perry Unit I,
and 79 percent for BV Unit 1.

Funding for nuclear decommissioning costs is deposited in external, segregated trust accounts
and invested in a portfolio of corporate common stock and debt securities, municipal bonds,
certificates of deposit and United States government securities. The market value of the aggregate
trust fund balances at December 31, 1997 and 1996, totaled approximately $47.1 million and
$33.7 million. respectively.

Nuclear Insurance. The Price-Anderson Amendments to the Aromic Energy Act of 1954 limit
public liability from a single incident at a nuclear plant to $8.9 billion. The maximum available
private primary insurance of $200 million has been purchased by the Company. Additional
protection of $8.7 billion would be provided by an assessment of up to $79.3 million per incident
on each nuclear unit in the United States. The Company’s maximum total possible assessment.
$59.4 million, which is based on its ownership or leasehold interests in three nuclear generating
units. would be limited to a maximum of $7.5 million per incident per year. This assessment is
subject to indexing for inflation and may be subject to state premium taxes. If assessments from
the nuclear industry prove insufficient to pay claims, the United States Congress could impose

other revenue-raising measures on the industry.



The Company’s share of insurance coverage for property damage, decommissioning and decon-
tamination liability is $1.2 billion. The Company would be responsible for its share of any damages
in excess of insurance coverage. In addition, if the property damage reserves of Nuclear Electric
Insurance Limited (NEIL), an industry mutual insurance company that provides a portion of this
coverage, are inadequate to cover claims arising from an incident at any United States nuclear site
covered by that insurer, the Company could be assessed retrospective premiums totaling a maximum
of $5.8 million.

In addition, the Company participates in a NEIL program that provides insurance for the increased
cost of generation and/or purchased power resulting from an accidental outage of a nuclear unit.
Subject to the policy deductible, terms and limit, the coverage provides for a weekly indemnity of
the estimated incremental costs during the three-year period starting 21 weeks after an accident,
with no coverage thereafter. If NEIL’s losses for this program ever exceed its reserves, the
Company could be assessed retrospective premiums totaling a maximum of $3.4 million.

Beaver Valley Power Station (BVPS) Steam Generators. BVPS’s two units are equipped with
steam generators designed and built by Westinghouse Electric Corporation (Westinghouse). Similar
to other Westinghouse nuclear plants, outside diameter stress corrosion cracking (ODSCC) has
occurred in the steam generator tubes of both units. BV Unit 1, which was placed in service in
1976, has removed approximately 17 percent of its steam generator tubes from service through a
process called “plugging.” However, BV Unit 1 continues to operate at 100 percent reactor power
and has the ability to return tubes to service by repairing them through a process called “sleeving.”
No tubes at either BV Unit 1 or BV Unit 2 have been sleeved to date. BV Unit 2, which was
placed in service 11 years after BV Unit 1, has not yet exhibited the degree of ODSCC experienced
at BV Unit 1. Approximately 2 percent of BV Unit 2’s tubes are plugged; however, it is too early
in the life of the unit to determine the extent to which ODSCC may become a problem at that unit.

The Company has undertaken certain measures, such as increased inspections, water chemistry
control and tube plugging, to minimize the operational impact of and to reduce susceptibility to
ODSCC. Although the Company has taken these steps to allay the effects of ODSCC, the inherent
potential for future ODSCC in steam generator tubes of the Westinghouse design still exists.
Material acceleration in the rate of ODSCC could lead to a loss of plant efficiency, significant
repairs or the possible replacement of the BV Unit 1 steam generators. The total replacement cost
of the BV Unit 1 steam generators is currently estimated at $125 million. The Company would
be responsible for $59 million of this total, which includes the cost of equipment removal and
replacement steam generators but excludes replacement power costs. The earliest that the BV
Unit 1 steam generators could be replaced during a scheduled refueling outage is the tall of 2000.

The Company continues to explore all viable means of managing ODSCC, including new repair
technologies, and plans to continue to perform 100 percent tube inspections during future refueling
outages. The next refueling outage for BV Unit 1 is scheduled to begin in April 1999, and the next
refueling outage for BV Unit 2 is currently scheduled to begin in September 1998. Both outages
will include inspection of 100 percent of each unit’s steam generator tubes. The Company will
continue to monitor and evaluate the condition of the BVPS steam generators.

BV Unit 1 went off-line on September 27, 1997, for a scheduled refueling outage, and returned
to service on January 21, 1998. Perry Unit 1 completed a refueling outage on October 23, 1997.
This outage lasted 40 days, a record for Perry Unit 1. The next refueling outage for Perry Unit 1 is
currently scheduled to begin in March 1999.

BV Unit 1 went off-line January 30, 1998, due to an issue identified in a technical review
recently completed by the Company. BV Unit 2 went off-line December 16, 1997, to repair the
emergency air supply system to the control room and has remained off-line due to other issues
identified by a similar technical review of BV Unit 2. These technical reviews are in response to a
1997 commitment made by the Company to the NRC. The Company is one of many utilities faced
with these technical issues, some of which date back to the original design of BVPS. Both BVPS
units remain oft-line for a revalidation of technical specification surveillance testing requirements
of various plant systems. Based on the current status of the revalidation process, the Company
currently anticipates that both BVPS units will remain off-line through March 1998,

Spent Nuclear Fuel Disposal. The Nuclear Wasre Policv Act of 1982 established a federal
policy for handling and disposing of spent nuclear fuel and a policy requiring the establishment of
a final repository to accept spent nuclear fuel. Electric utility companies have entered into con-
tracts with the DOE for the permanent disposal of spent nuclear fuel and high-level radioactive
waste in compliance with this legislation. The DOE has indicated that its repository under these
contracts will not be available for acceptance of spent nuclear tuel before 2010. The DOE has not
yet established an interim or permanent storage facility, despite a ruling by the United States



Court of Appeals for the District of Columbia Circuit that the DOE was legally obligated to begin
acceptance of spent nuclear fuel for disposal by January 31, 1998. Existing on-site spent nuclear
fuel storage capacities at BY Unit 1, BV Unit 2 and Perry Unit | are expected to be sufficient until
2017, 2011 and 2011, respectively.

In early 1997, the Company joined 35 other electric utilities and 46 states, state agencies and
regulatory commissions in filing suit in the United States Court of Appeals for the District of
Columbia Circuit against the DOE. The parties requested the court to suspend the utilities” payments
into the Nuclear Waste Fund and to place future payments into an escrow account until the DOE
fultills its obligation to accept spent nuclear fuel. The DOE had requested that the court delay
litigation while it pursued alternative dispute resolution under the terms of its contracts with the
utilities. The court ruling, issued November 14, 1997, was not entirely in favor of the DOE or the
utilities. The court permitted the DOE to pursue alternative dispute resolution, but prohibited it
from using its lack of a spent fuel repository as a defense. The DOE has requested a rehearing on
the matter, which has yet to be scheduled.

Uranium Enrichment Obligations. Nuclear reactor licensees in the United States are assessed
annually for the decontamination and decommissioning of DOE uranium enrichment facilities.
Assessments are based on the amount of uranium a utility had processed for enrichment prior to
enactment of the Narional Energy Policy Act of 1992 (NEPA) and are to be paid by such utilities
over a 15-year period. At December 31, 1997 and 1996, the Company’s liability for contributions
was approximately $7.2 million and $8.1 million, respectively (subject to an inflation adjustment).

(See “Rate Matters,” Note E, on page 38.)

Fossil Decommissioning
In Pennsylvania, current ratemaking does not allow utilities to recover future decommissioning

costs through depreciation charges during the operating life of fossil-fired generating stations.
Based on studies conducted in 1997, this amount for fossil decommissioning is currently estimated
to be $130 million for the Company’s interest in 17 units at six sites. Each unit is expected to be
decommissioned upon the cessation of the final unit’s operations. The Company has submitted
these estimates to the PUC, and is seeking to recover these costs as part of either its Restructuring

Plan or its Stand-Alone Plan. (See “Rate Matters,” Note E, on page 58.)

Guarantees
The Company and the other owners of Bruce Mansfield Power Station (Bruce Mansfield) have

guaranteed certain debt and lease obligations related to a coal supply contract for Bruce Mansfield.
At December 31, 1997, the Company’s share of these guarantees was $15.1 million. The prices
paid for the coal by the companies under this contract are expected to be sufficient to meet debt
and lease obligations to be satisfied in the year 2000. The minimum future payments to be made by
the Company solely in relation to these obligations are $6.2 million in 1998, $5.8 million in 1999,
and $4.6 million in 2000. The Company’s total payments for coal purchased under the contract
were $38.3 million in 1997, $26.9 million in 1996, and $28.9 million in 1995.

As part of the Company’s investment portfolio in affordable housing, the Company has received
fees in exchange for guaranteeing a minimum defined yield to third-party investors. A portion of the
fees received has been deferred to absorb any required payments with respect to these transactions.
Based on an evaluation of the underlying housing projects, the Company believes that such deferrals

are ample for this purpose.

Residual Waste Management Regulations
In 1992, the Pennsylvania Department of Environmental Protection (DEP) issued Residual Waste

Management Regulations governing the generation and management of non-hazardous residual
waste, such as coal ash. The Company is assessing the sites it utilizes and has deviloped compliance
strategies that are currently under review by the DEP. Capital costs of $2.8 million and $2.5 million
were incurred by the Company in 1997 and 1996. respectively. to comply with these DEP regulations.
The additional capital cost of compliance through the year 2000 is estimated, based on current
information, to be $16 million. This estimate is subject to the results of groundwater assessments

and DEP final approval of compliance plans.

£



J. Long-Term Debt

Employees .
The Company is party to a labor contract expiring in September 2001 with the International

Brotherhood of Electrical Workers (IBEW), which represents approximately 2,000 of the
Company’s employees. The contract provides, among other things, employment security, income
protection and 3 percent annual wage increases through September 2000.

Other
The Company is involved in various other legal proceedings and environmental matters. The

Company believes that such proceedings and matters, in total, will not have a materially adverse
effect on its financial position, results of operations or cash flows.

The pollution control notes arise from the sale of bonds by public authorities for the purposes of
financing construction of pollution control facilities at the Company’s plants or refunding previously
issued bonds. The Company is obligated to pay the principal and interest on these bonds. For certain
of the pollution control notes, there is an annual commitment fee for an irrevocable letter of credit.
Under certain circumstances, the letter of credit is available for the payment of interest on, or

redemption of, all or a portion of the notes.

Long-Term Debt at December 31

Principal Outstanding

Interest {Amounts in Thousands of Dollars)
Rate Maturity 1997 1996
First mortgage bonds 5.85%-8.75% 1998-2025 § 778,000 (a) $ 853,000 (b)
Pollution control notes (© 2009-2030 417,985 417,985
Sinking fund debentures 5% 2010 2,791 4,891
Term loans 6.47%-~7.47% 2000-2001 130,000 150,000
Miscellaneous 31,017 17,785
Less: Unamortized debt discount
(3,672) (3,915)

and premium — net

Total Long-Term Debt $1,376,121 $1.439,746

(a) Excludes $75.0 million related to current maturities during 1998.

(b) Excludes $50.0 million related to a current maturity during 1997.
(c) The pollution conrrol notes have adjustable interest rates. The interest rates at year-end averaged 3.9 percent in 1997

and 3.7 percent in 1996.

At December 31, 1997, sinking fund requirements and maturities of long-term debt outstanding
for the next five years were $75.3 million in 1998, $80.6 million in 1999, $165.2 million in 2000,
$85.2 million in 2001, and $0.3 million in 2002.

Total interest and other charges were $115.6 million in 1997, $110.3 million in 1996, and
$107.6 million in 1993. Interest costs attributable to long-term debt and other interest were
$101.2 million, $99.4 million and $102.4 million in 1997, 1996 and 1995, respectively. Of these
amounts, $2.3 million in 1997, $1.2 million in 1996, and $0.7 million in 1995 were capitalized as
AFC. Debt discount or premium and related issuance expenses are amortized over the lives of the
applicable issues.

During 1994, the Company’s BV Unit 2 lease arrangement was amended to reflect an increase
in federal income tax rates. At the same time, the associated letter of credit securing the lessor’s
equity interest in the unit was increased from $188 million to $194 million and the term of the letter
of credit was extended to 1999. If certain specified events occur, the letter of credit could be drawn
down by the owners. the leases could terminate, and collateralized lease bonds ($381.5 million at
December 31, 1997) would become direct obligations of the Company.

At December 31, 1997, the fair value of the Company’s long-term debt, including current
maturities and sinking fund requirements, estimated on the basis of quoted market prices for the
same or similar issues or current rates offered to the Company for debt of the same remaining
maturities, was $1,474.6 million. The principal amount included in the Company’s consolidated

balance sheet is $1.455.1 million.
At December 31, 1997 and 1996, the Company was in compliance with all of its debt covenants.




K. Preferred and
Preference
Stock

Preferred and Preference Stock at December 31

(Shares and Amounts in Thousands)

Call Price 1997 1996
Per Share Shares Amount  Shares Amount

Preferred Stock of DQE:
4.3% Series A Preferred Stock (a) (b) — 12 $1,172 — —
4.2% Series A Preferred Stock (a) (b) — 4 376 —_ —
Preferred Stock Series of Subsidiaries:
3.75% (c) (d) (e) $51.00 148 7,407 148 S 7.407
4.00% (c) (d) (e) 51.50 550 27,486 550 27,486
4.10% (¢) (d) (&) 51.75 120 6,012 120 6,012
4.15% (c) (d) (e) 51.73 132 6,643 132 6,643
4.20% (¢) (d) (e) 31.71 100 5,021 100 5,021
$2.10 (c) (d) (e) 51.84 159 8,039 159 8.039
9.00% () — — 3,000 —_— 3,000
8.375% (g) . — 6,000 150,000 6,000 150,000
6.5% (h) ‘ — — 1,000 — —

Total Preferred Stock 7,225 216,156 7,209 213,608
Preference Stock Series of Subsidiaries: (i)
Plan Series A (e) (j) 36.90 799 28,295 817 28,997

Total Preference Stock 799 28,295 817 28.997
Deferred ESOP benefit (16,400) (19,533)

Total Preferred and Preference Stock $228,051 $223,072

(g) Cumulative Monthly Income Preferred Securities,

(a) Preferred Stock: 4,000,000 authorized shares;
no par value
(b) Convertible; $100 liquidation preference per share
(¢c) Preferred stock: 4,000,000 authorized shares:
$350 par value; cumulative
(d) 350 per share involuntary liquidation value
(e) Non-redeemable

Series A (MIPS): 6,000,000 authorized shares;
325 involuntary liquidation value

(h) 1,500 authorized shares; 10 issued, $100,000 par
value; $100,000 involuntary liquidation value

(i) Preference stock: 8,000,000 authorized shares:
$1 par value; cumulative

() $35.50 per share involuntary liquidation value

(f) 500 authorized shares; 10 issued $300,000 par
value; involuntary liquidation value $300,000
per share; mandatory redemption beginning
August 2000

On July 30, 1997, the Company authorized and registered 1,000,000 shares of DQE Preferred
Stock. As of December 31. 1997, 15,480 shares of DQE Preferred Stock had been issued and were
outstanding. An additional 159,732 shares of DQE Preferred Stock were issued on February 19, 1998.
The DQE Preferred Stock ranks senior to the Company’s common stock as to the payment of
dividends and as to the distribution of assets on liquidations, dissolution or winding-up of the
Company. The holders of DQE Preferred Stock are entitled to vote on all matters submitted to a
vote of the holders of DQE common stock, voting together with the holders of common stock as a
single class. Each share of DQE Preferred Stock is entitled to three votes. Each share of DQE
Preferred Stock is convertible at the Company’s option into the number of shares of DQE common
stock computed by dividing the DQE Preferred Stock’s $100 liquidation value by the five-day
average closing sales price of DQE common stock for the five trading days immediately prior to the
conversion date. Each unredeemed share of DQE Preferred Stock will automatically be converted
on the first day of the first month commencing after the sixth anniversary of its issuance. If the
proposed merger with AYE occurs prior to any conversion, each share of DQE Preterred Stock will
be convertible into AYE common stock, using the same methodology to calculate the number of shares.

Dividends on DQE Preferred Stock are paid quarterly on each January 1, April I, July 1 and
October 1. 11,720 shares of DQE Preferred Stock are entitled to an annual dividend of 4.3 percent.
and in the fourth quarter of 1997 the Company declared an initial quarterly dividend of $1.073 per
share, payable January 1, 1998. 3,760 shares of DQE Preferred Stock are entitled to an annual
dividend of 4.2 percent, and in the first quarter of 1998 the Company declared a dividend for the
period of December 16, 1997 through March 31. 1998 of $1.237 per share. payable April 1. 1998.
The recently issued 159,732 shares are entitled to a 4.0 percent annual dividend. and in the first
quarter of 1998 the Company declared a dividend for the period February 19, 1998 through

March 31, 1998 of $0.4-44 per share. payable April 1, 1998.



L. Common Stock

In October 1997, a Duquesne subsidiary issued 10 shares of preferred stock, par value $100,000
per share. The holders of such shares are entitled to a 6.5 percent annual dividend to be paid each
September 30. In 1995, another Duquesne subsidiary issued 10 shares of preferred stock. par
value $300,000 per share. The holders of such shares are entitled to a 9.0 percent annual dividend
paid quarterly.

In May 1996, Duquesne Capital L.P. (Duquesne Capital), a special-purpose limited partnership
of which Duquesne is the sole general partner, issued $150.0 million principal amount of 8¢ percent
Monthly Income Preferred Securities (MIPS), Series A, with a stated liquidation value of $25.00.
The holders of MIPS are entitled to annual dividends of 8% percent, payable monthly. The sole
assets of Duquesne Capital are Duquesne’s 8% percent debentures, with a principal amount of
$151.5 million. These debt securities may be redeemed at Duquesne’s option on or after May 31,
2001. Duquesne has guaranteed the payment of distributions on, and redemption price and liquidation
amount in respect of the MIPS to the extent that Duquesne Capital has funds available for such
payment from the debt securities. Upon maturity or prior redemption of such debt securities, the
MIPS will be mandatorily redeemed. The Company's consolidated balance sheet reflects only the
$150.0 million of MIPS.

Holders of Duquesne’s preferred stock are entitled to cumulative quarterly dividends. If four
quarterly dividends on any series of preferred stock are in arrears, holders of the preferred stock
are entitled to elect a majority of Duquesne’s board of directors until all dividends have been paid.
Holders of Duquesne’s preference stock are entitled to receive cumulative quarterly dividends if
dividends on all series of preferred stock are paid. If six quarterly dividends on any series of
preference stock are in arrears, holders of the preference stock are entitled to elect two of Duquesne’s
directors until all dividends have been paid. At December 31, 1997, Duquesne had made all dividend
payments. Preferred and preference dividends of subsidiaries included in interest and other charges
were $16.7 million, $12.1 million and $5.9 million in 1997, 1996 and 1995. Total preferred and
preference stock had involuntary liquidation values of $244.4 million and $242.5 million. which
exceeded par by $27.6 million and $28.2 million at December 31, 1997 and 1996.

In December 1991, the Company established an Employee Stock Ownership Plan (ESOP) to
provide matching contributions for a 401(k) Retirement Savings Plan for Management Employees.
(See “Employee Benefits,” Note M, on page 70.) The Company issued and sold 845,070 shares of
preference stock, plan series A to the trustee of the ESOP. As consideration for the stock. the
Company received a note valued at $30 million from the trustee. The preference stock has an
annual dividend rate of $2.80 per share, and each share of the preference stock is exchangeable for
one and one-half shares of DQE common stock. At December 31, 1997, $16.4 million of preference
stock issued in connection with the establishment of the ESOP had been offset, for financial statement
purposes, by the recognition of a deferred ESOP benefit. Dividends on the preference stock and
cash contributions from the Company are used to repay the ESOP note. The Company made cash
contributions of approximately $1.1 million for 1997, $1.4 million for 1996, and $1.6 million for
1995. These cash contributions were the difference between the ESOP debt service and the amount
of dividends on ESOP shares ($2.3 million in 1997, 1996 and 1995). As shares of preference stock
are allocated to the accounts of participants in the ESOP, the Company recognizes compensation
expense, and the amount of the deferred compensation benefit is amortized. The Company recognized
compensation expense related to the 401(k) plans of $3.2 million in 1997 and $2.3 million in 1996
and 1995. Although outstanding preferred stock is generally callable on notice of not less than
30 days, at stated prices plus accrued dividends, the outstanding MIPS and preference stock are
not currently callable. None of the remaining Duquesne preferred or preference stock issues has

mandatory purchase requirements.

Changes in the Number of Shares of DOE Common Stock Outstanding

1997 1996 1995

(Amounts in Thousands of Shares)

Outstanding as of January | 77,273 77,556 78,459
408 157 83

Reissuance from treasury stock
Repurchase of common stock (1) (440) (986)

Outstanding as of December 31 77,680 77.273 77556




M. Employee
Benefits

The Company has continuously paid dividends on common stock since 1953. The Company’s
annualized dividends per share were $1.44, $1.36 and $1.28 at December 31, 1997, 1996 and 1995.
During 1997, the Company paid a quarterly dividend of $0.34 per share on each of January 1,
April 1, July 1 and October 1. The quarterly dividend declared in the fourth quarter of 1997 was
increased from $0.34 to $0.36 per share payable January 1, 1998.

Once all dividends on the DQE Preferred Stock have been paid, dividends may be paid on the
Company’s common stock to the extent permitted by law and as declared by the board of directors.
However, payments of dividends on Duquesne’s common stock may be restricted by Duguesne’s
obligations to holders of preferred and preference stock pursuant to Duquesne’s Restated Articles
of incorporation and by obligations of Duquesne’s subsidiaries to holders of their preferred
securities. No dividends or distributions may be made on Duquesne’s common stock if Duquesne
has not paid dividends or sinking fund obligations on its preferred or preference stock. Further,
the aggregate amount of Duquesne’s common stock dividend payments or distributions may not
exceed certain percentages of net income if the ratio of total common shareholder’s equity to total
capitalization is less than specified percentages. As all of Duquesne’s common stock is owned by
the Company, to the extent that Duquesne cannot pay common dividends, the Company may not
be able to pay dividends on its common stock or DQE Preferred Stock. No part of the retained
earnings of the Company was restricted at December 31, 1997.

Retirement Plans
The Company maintains retirement plans to provide pensions for all eligible employees. Upon

retirement, an employee receives a monthly pension based on his or her length of service and
compensation. The cost of funding the pension plan is determined by the unit credit actuarial cost
method. The Company’s policy is to record this cost as an expense and to fund the pension plans
by an amount that is at least equal to the minimum funding requirements of the Employee Retirement
Income Security Act of 1974 (ERISA) but that does not exceed the maximum tax-deductible amount
for the year. Pension costs charged to expense or construction were $12.7 million for 1997,
$11.9 million for 1996, and $6.1 million for 1995.

In 1997, the Company offered an early retirement plan to its bargaining unit employees
meeting certain age and service criteria. In accordance with SFAS No. 88, Employers’ Accounting
for Settlements and Curtailments of Defined Benefit Pension Plans and for Termination Benefits
and SFAS No. 106, Employers’ Accounting for Postretirement Benefits Other Than Pensions, the
Company recorded $6.8 million of one-time costs as a regulatory asset and other non-current

liability on the consolidated balance sheet.

Funded Status of the Retirement Plans and Amounts Recognized on the
Consolidated Balance Sheet at December 31

1997 1996
(Amounts in Thousands of Dollars)

Actuarial present value of benefits rendered to date:

Vested benefits $460,483 $413,109
Non-vested benefits 25,080 22,551
Accumulated benefits obligations based on compensation to date 485,563 435,660
Additional benefits based on estimated future salary levels 68,739 61,438
Projected benefits obligation - 534,302 497,098
Fair market value of plan assets 605,457 525,871
Projected benefits obligation under plan assets $ 51,155 $ 28,773
Unrecognized net gain $153,682 $128.382
Unrecognized prior service cost (39,800) (43,790)
Unrecognized net transition liability (12,039) (13,853)
Net pension liability per consolidated balance sheet (50,688) (41,966)
Total $ 51,133 $ 28,773
Assumed rate of return on plan assets 8.00% 8.25%
Discount rate used to determine projected benefits obligation 7.00% 7.50%
4.75% 3.25%

Assumed change in compensation levels

Pension assets consist primarily of common stocks, United States obligations and corporate
debt securities.



Components of Net Pension Cost

1997 1996 1995
(Amounts in Thousands of Dollars)

$ 12,340 $ 12,209 § 9,953

Service cost (benefits earned during the year)

Interest on projected benefits obligation 36,570 32,597 30,063
Return on plan assets (95,444) (58,173) (99,246)
Net amortization and deferrals 65,301 25,312 63,316

Net Pension Cost $ 19,267 $ 11,945 $ 6,086

Retirement Savings Plan and Other Benefit Options . N
The Company sponsors separate 401(k) retirement plans for its management and bargaining

unit employees. _ .
The 401(k) Retirement Savings Plan for Management Employees provides that the Company will
match employee contributions to a 401(k) account up to a maximum of 6 percent of an employee’s
eligible salary. The Company match consists of a $0.25 base match per eligible contribution dollar
and an additional $0.25 incentive match per eligible contribution dollar, if Board-approved targets
are achieved. The 1997 incentive target for management was accomplished. The Company is
funding its matching contributions to the 401(k) Retirement Savings Plan for Management
Employees with payments to an ESOP established in December 1991. (See “Preferred and
Preference Stock,” Note K, on page 68.) .

The 401(k) Retirement Savings Plan for IBEW Represented Employees provides that, beginning
in 1995, the Company will match employee contributions to a 401(k) account up to a maximum of
4 percent of an employee’s eligible salary. The Company match consists of a $0.25 base match per
eligible contribution dollar and an additional $0.25 incentive match per eligible contribution dollar,
if certain targets are met. In 1997, the incentive target was accomplished.

The Company’s shareholders have approved a long-term incentive plan through which the
Company may grant management employees options to purchase, during the years 1987 through
2006, up to a total of 7.5 million shares of the Company’s common stock at prices equal to the
fair market value of such stock on the dates the options were granted. At December 31, 1997,
approximately two million of these shares were available for future grants.

As of December 31, 1997, 1996 and 1995, active grants totaled 1,084,041; 1,698,000; and
2,159,000 shares. Exercise prices of these options ranged from $15.8334 to $33.7813 at December 31,
1997; from $8.2084 to $30.875 at December 31, 1996; and from $8.2084 to $27.625 at December 31,
1995. Expiration dates of these grants ranged from 2000 to 2007 at December 31, 1997; from 1997
to 2006 at December 31, 1996; and from 1997 to 2005 at December 31, 1995. As of December 31,
1997, 1996 and 1995, stock appreciation rights (SARs) had been granted in connection with
635,995; 984,000; and 1,202,000 of the options outstanding. During 1997, 694,984 SARs were
exercised; 638,494 options were exercised at prices ranging from $8.2084 to $30.75; and no options
were cancelled. During 1996, 715,000 SARs were exercised; 267,000 options were exercised at
prices ranging from $8.2084 to $20.3334; and 150 options were cancelled. During 1995, 367,000
SARs were exercised; 133,000 options were exercised at prices ranging from $8.2084 to $21.6667;
and 28,000 options were cancelled. Of the active grants at December 31, 1997, 1996 and 1995,
402,816; 668,000; and 929,000 were not exercisable.

Other Postretirement Benefits
In addition to pension benefits, the Company provides certain health care benefits and life

insurance for some retired employees. Participating retirees make contributions, which may be
adjusted annually, to the health care plan. The life insurance plan is non-contributory. Company-
provided health care benefits terminate when covered individuals become eligible for Medicare
benefits or reach age 65, whichever comes first. The Company funds actual expenditures for
obligations under the plans on a “pay-as-you-go” basis. The Company has the right to modify or

- » terminate the plans.

~ The Company accrues the actuarially determined costs of the aforementioned postretirement
- benefits over the period from the date of hire until the date the employee becomes fully eligible for
benefits. The Company has elected to amortize the transition liability over 20 years.



N. Quarterly

Financial
Information
(Unaudited)

Components of Postretirement Cost

1997 1996
(Amounts in Thousands of Dollars)

Service cost (benefits earned during the period) $1,603 81,182
Interest cost on accumulated benefit obligation 3,048 2,046
Amortization of the transition obligation over 20 years 1,686 1,700
Other 218 (812)
$6,355 $4,116

Total Postretirement Cost

The accumulated postretirement benefit obligation comprises the present value of the estimated
future benefits payable to current retirees and a pro rata portion of estimated benefits payable to

active employees after retirement.

Funded Status of Postretirement Plan at December 31

1997

1996

(Amounts in Thousands of Dollars)

Actuarial present value of benefits:

Retirees $ 8,150 $ 8.840

Fully eligible active plan participants 5,966 3,829

Other active plan participants 32,214 26.352
Accumulated postretirement benefit obligation 46,330 39,021
Fair market value of plan assets — —_
Accumulated benefit obligation in excess of plan assets $(46.330) $(39,021)
Unrecognized net actuarial (loss) gains $ (1,208) $ 2.874
Unrecognized net transition liability (25,294) (27,198)
Postretirement liability per consolidated balance sheet (19,828) (14,697)

Total $(46,330) $(39,021)
Discount rate used to determine projected benefit obligation 7.00% 7.50%
Health care cost trend rates:

For year beginning January 1 6.58% 6.96%

Ultimate rate in the year 2001 5.50% 6.00%
Effect of a one percent increase in health care cost trend rates:

On accumulated projected benefit obligation $ 3,234 S 2.920

On aggregate of annual service and interest costs $ 381 $ 391

Summary of Selected Quarterly Financial Data (Thousands of Dollars, Except Per Share Amounts)

[The quarterly data reflect seasonal weather variations in the utility’s service territory.]

1997 First Quarter Second Quarter Third Quarter ~ Fourth Quarter
Operating Revenues (a) $303,584 $285,861 $331,203 $298,526
Operating Income (a) 76,817 56,392 96,448 51.080
Net Income 45,097 46,778 58,665 48,361
Basic Earnings Per Share 0.53 0.61 0.73 0.63
Diluted Earnings Per Share 0.57 0.60 0.75 0.62
Stock Price:

ngh 297 29 33" 351%

Low 27% 267 317 307
1996 First Quarter Second Quarter Third Quarter  Fourth Quarter
Operating Revenues (a) $300,518 $293,357 $335,430 $296.890
Operating Income (a) 71,316 67,385 104,891 59,414
Net Income 42,305 38,972 57,412 40,449
Basic Earnings Per Share 0.55 0.50 0.74 0.53
Diluted Earnings Per Share 0.54 0.49 0.74 0.52
Stock Price:

High 312 2874 28% 30%

Low 27 25% 27 27

(a) Restated to conform with presentations adopted during 1997.
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DQE 411 Seventh Avenue
P.O. Box 1930
Mail Drop 15-DQE-2
Pittsburgh, PA 15230-1830

October 30, 1998

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850

Dear Ladies and Gentlemen:

This letter is part of a filing by AquaSource Utility, Inc.
regarding the acquisition of a water and/or sewer company in the
State of Florida. AquaSource is a wholly owned subsidiary of DQE,
Inc. DQE is listed on the New York Stock Exchange and has a market
value in excess of $2 billion. DQE currently intends to continue
to make substantial investments in AquaSource with a goal of
providing the company with the financial stability required to
maintain its utility systems in accordance with FPSC standards.

Regards,

Y A
ONALD J. CLA

Vice President and Treasurer

EXHIBIT

2 ,lcu




AgquaSource, Inc.
Consolidated Balance Sheet

(Unaudited)
September December 31,
1998 1997
Assets
Current Assets
Cash 250,671 849,930
Accounts recsivable - customers 3328242 236,559
Other receivables 2,183,773
Income tax receivabie 1,282,776 234,799
Funds held by trustee 31,038
Inventory 142,399 19,100
Prepayments 180,634
Other 1.415.769
Total current assets 9.420.302 1.321.288
Fixed Assets ‘ ;
Utility plant in service 38325977 1,276,975
Cther fixed assets 4.702,798 733.240
$3428,775 2010215
Accumulated depreciation (650310) (65.253)
Construction work in progress 72330
Toral fixed assers 42.310.795 1.944 962
Other Assets and Deferred Charges
Investments in Water Companies 1,336,662 704,031
Regulatory asserts 17,995,139
Goodwiil 9,134,987
Custorner lists and relatonships 368,508 5,481,911
Deferred tax assets ) 20.300,000
Investment in marketble securities (collateral account) 9.541,082 -
Other 5@l 23,138
Total other assets and deferred charges 70.797.439 6.214.080
Total Asserts 122.23.536 9,480,330
Liabilities and Shareholders’ Equity
Current Ligbilities
Accounts payabie 1,108,945 196,081
Accounts payable - affiliates 250,724 245,000
Billings in excess of costs and profis - 902617
Customer deposits 277,083
Accrued taxes 43208
Other accrued liabilities 320514 -
Total current liabilities 3.403.096 441,081
Non Current Liabilities
Deferred income taxes 26,601,407
Long term debt 17,908,582
Cther $27.994
Total noncurrent liabiiities 45337.983
Shareholders’ Equity
Conribuions by the "A" Shareholders 74,771,660 9,356,645
Contributions by the *B* Shareholders- 626.000 400,000
Retained eamings (910.153) (1.198.296)
Total sharenoiders’ equity 74487307 9.058.349
Total Liabilisies and Shareholders' Equity 123.223.586 9.499.430 EXHIBIT

HKD*




EXHIBIT "E"

TARIFFS ARE LOCATED IN THE ORIGINAL APPLICATIOCN



AFFIDAVIT OF MAILING

STATE OF FLORIDA

COUNTY OF LEON

Before me, the undersigned authority, authorized to
administer oaths and take acknowledgements, personally appeared
BRONWYN S. REVELL MODERAU, who, after being duly sworn on ocath, did
depose on oath and say that she is the secretary of Martin S.
Friedman, attorney for AquaSource Utility, 1Inc. and that on
December 30, 1998, she did send by certified mail, return receipt
requested, a copy of the notice attached hereto to each of the
utilities, governmental bodies, agencies, or municipalities, in
accordance with the list provided by the Florida Public Service
Commission, which is also attached hereto.

FURTHER AFFIANT SAYETH NAUGHT.

Bronwun & Ruiell lledrawe

Bronwyn %J Revell Moderau

Sworn to and subscribed before me this 30th day of December, 1998,
by Bronwyn S. Revell Moderau, who is personally known to me.

NOTARY PUBLIC
My Commission Expires:

3 Tonya M. Simpson

% MY COMMISSION # CC733509 EXPIRES
April 13, 2002

BONDED THRU TROY FAIN INSURANCE, INC.

EXHIBIT "p"



To Bill of Sale and Assignment

Land and Land Rights

Building and Structures

Treatment and Disposal
Miscellaneous Plant Equipment
Collecting Sewers

Pump Equipment/Collection System

Net Property and Equipment

60,000.00
350,359.00
1,105,225.22
80,051.49
31,759.91
597,530.82
222402044
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EXHIBIT B

ENERAL WARANTY DEED
(Property Owned)

COPIES ATTACHED



PHIS MIREWAIEHL WSS 5 SHIed DY

QARK B

D, DC @

€ RECORD VERIFIED - CHARLIE GREEN,

SWS

M. Axd;

David

@ BY: G. SHERWOO

2121 \i. Fizst Stveet
Fort Mysrs, Florida
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TUTTLE LAW PAINT. PUSLISHERS. RUTLANG, VT OS701

FORM 1108 Florids QUIT CLAIMAED 21013 05

Chis Indenture

Whersver used harsin, the term “party” sthall include the heirs, represaniatives, successory
and/or auigns of ihe reapective partier ; the use of the nis r number shall includs the plural,
and lhl&luml tha singular; the uss of any gender shall include all ganders; and, (f wied, the term
“nots” thall include all the notes hevein described if more than one.

Made this 27 day of MAY A.D. 19 8s6

thmxm SOUTH SEAS PLANTATION COMPANY, a Florida corporation

» of the County of

LEE and State of FLORIDA , party of the first part,

and SOUTH SEAS UTILITY COMPANY, a Florida corporation, whose mail-
ing address is 13451-34 McGregor Boulevard, S.W., Fort Myers, Florida

335807

Thototonwn 9

» of the County of

Wi LEEﬁBﬂ‘] and State of FLORIDA , party of the second part,
that the said the first part, di iderati
__________ TRAH LI, that the seid party of the fist part, for and fn consideration of the sum of

in hand paid by the said party of the second part, the receipt whereof is hereby acknowledged, has
remised, released and quitclaimed, and by these presents does remise, release and quitclaim unio the
said party of the second part all the right, title, interest claim and demand which the said party of the
first part has in and to the following described lot , piece or parcel of land, situate lying and be-
ing in the County of LEE State of Florida, to wit: :

ALL OF THAT PROPERTY MORE PARTICULAREY ' DESCRIBED IN SCHEDULE "A",
PAGES 1 and 2, ATTACHED HERETO AND MADE A PART HEREQF BY REFERENCE.

THIS DEED is given as a CORRECTORY DEED to correct the description
of the property conveyed by that certain Instrument recorded in
Official Record Book 1425 at Page 2066, Public Records of Lee County,
Florida. The Grantor of this Deed is successor in title to the
Grantor in the aforementioned Deed.

Pd. § _3 o

\ntangible Tax fd,

Pt
y /A:’E GREEN, CLERE, & £ COUNTY

Deputy Clark
By

Documentary Tax

do 3}1&"2 and to Hold ke same, together with all and singular the appurtenances
thereunto belonging or in anywise appertaining, and all the estate, right, title, interest and claim
whatsoever of the sald party of the first part, either in law or equity, to the only proper use, benefit and

behoof of the said party of the second part.

In Witness mngfzﬂf, the said party of the first part has hereunto set his hand and
seal the day and year first above written,

SOUTH SEAS PLANTATION COMPANY

By: Q’u—-ﬂ. ng &_%__

President
L.S.

L.S.
L.S.

Stute of Hlorida

Coumty of LEE

3 Herehy @ertify That on this day personally appeared before me, an officer duly authorized to

administer oaths and take acknowledgments, Allen G. Ten Broek )
as President of SOUTH SEAS PLANTATION COMPANY, a Florida corporation,

to, me well known to be the person  described in and who executed the foregoing instrument and
AN "7t he acknowledged before me that he  executed the same freely
~"and voluntarfly for the purposes therein expressed.
~\Vo o iftwess my hand and official seal at . Fort Myers County of
e LEE , and State of Florida, this 27 day of

) ‘}T?'_\C" MAY ~ ,A.D. 15 g6

1987




Schedule "A"
Page 1
DESCRIPTION of 2
WASTEWATER TREATMENT FACILITY
PARCEL IN GOVERNMENT LOT 4
SECTION 22 AND GOVERNMENT LOT 1
SECTION 23, T. 45 S., R, 21 E.
CAPTIVA ISLAND, LEE COUNTY, FLORIDA
FOR CORRECTIVE DEED

TO SOUTH SEAS UTILITY COMPANY

A tract or parcel of land lying in Government Lot 4, Section 22 and Government

Lot 1, Section 23, Township 45 South, Range 21 East, Captiva Island, Lee

County, Florida which tract or parcel is described as follows:
From the 3/4" pipe marking the intersection of the south line of
lands described in deed recorded in Deed Book 209 at page 71, Lee
County Records with the curved westerly line of a roadway easement
(50 feet wide) as described in an Amended Grant of Easement recorded
tn Official Record Bock 1806 at page 3868, Lee County Records being
also the northeasterly corner of South Seas Plantation Beach
Homesites recorded in Plat Book 29 at pages 105 and 106, Lee County
Records run northerly along said westerly line of sajid easement and
the easterly line of Plantation Beach Club III as shown on
Surveyor's Plat, Exhibit "1" to Condominium Declaration recorded in
Official Record Book 1422 beginning at page 2218, Lee County Records
along the arc of a curve to the right of radius 265 feet (chord
bearing N 11° 38' 02" W) (delta 25° 16' 05") (chord 115.92 feet) for
116.87 feet to a point of tangency, N 01° 00' E for 122 feet to a
point of curvature, northerly, northwesterly and westerly along the
arc of a curve to the left of radius 113 feet (chord bearing N 23°
46' 18" W) (delta 49° 32' 36") (chord 94.69 feet) for 97.71 feet;
thence run N 41° 27' 24" E along a line radial to said curve for 50
feet to the easterly 1ine of said roadway easement described in said
Amended Grant of Easement; thence run northeasterly and easterly
along the arc of a curve to the right of radius 73.24 feet {chord
bearing N 67° 57' 07" E) {(delta 52° 59' 27%) (chord 65.35 feet) for
67.74 feet to a point of tangency; thence run S 85° 33' 08" E for
14,32 feet to a point of curvature; thence easterly along the arc of
a curve to the left of radius 140 feet (chord bearing N 86° 20°
21" E) (delte 16° 13' 00") (chord 39.49 feet) for 39,63 feet to a
point of tangency; thence run N 78° 13' 50" £ for 52.53 feet to a
point of curvature; thence easterly along the arc of a curve to the
right of radius 70 feet (chord bearing S 82° 26' 25" E) (delta 38°
39" 30") (chord 46,34 feet) for 47,23 feet to a point of tangency;
thence run S 63° 06' 40" E for 19.99 feet to a point of curvature;
thence southeasterly and easterly along the arc of a curve to the
left of radius 155 feet (chord bearing S 79° 27' 32" E) (delta 32°
41' 45") (chord 87.26 feet) for 88,45 feet to a point of tangency,
passing through a point designated "A" at 65,01 feet along said arc;
thence run N 84° 11' 36" E for 86.22 feet to a point of curvature;
thence easterly along the arc of a curve to the left of radius
316.10 feet (chord bearing N 74° 58' 20" E) (delta 18° 26' 31")
{chord 101,31 feet) for 101.75 feet to a point of reverse curvature;
thence easterly along the arc of a curve to the right of radius
54,70 feet (chord bearing N 78° 07' 27" E) (delta 24° 44' 46")
(chord 23,44 feet) for 23.63 feet to a point of tangency; thence run
S 89° 30' 10" E for 601.41 feet to an intersection with the line
common to said Sections 22 and 23; thence run S 08° 29' 50" W along
said 1ine for 10.10 feet to the the Point of Beginning.
From said Point of Beginning run N 89° 30' 10" W far 600 feet;
thence run S 08° 29' 50" W, parallel with said section line, for 230
feet more or less to the waters of Bryant Bayou; thence run
easterly, southeasterly and southerly along said waters for 290 feet
more or less to an intersection with a line bearing N 89° 30' 10" W
and 475 feet southerly from (as measured on a perpendicular) the
Point of Beginning; thence rum S 89° 30' 10" E along said parallel
line for 450 feet more or less to an intersection with said line
common to Sections 22 and 23; thence continue S 89° 30' 10" E along
said parallel line for 680 feet more or less to the waters of Pine

050186
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~ Schedule "A"
Page 2 of 2

Island Sound; thence run northerly along said waters for 560 feet
more or less to an intersection with a line bearing S 89° 30' 10" E
and passing through the Point of Beginning; thence run N 89° 30'
10" W along said line for 505 feet more or less to the Point of

Beginning.
Containing 12.6 acres more or less,
Bearings hereinabove mentioned are Plane Coordinate for the Florida West Zone.

050186
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EXHIBIT C

DISCLOSURE SCHEDULE

(List Disclosures)

1. South Seas Utility Company, Inc. entered into a consent order
with the Florida Department of Environmental Protection
effective October 26, 1998.



EXHIBITE
PLANTATION EAST TAX STRAP NUMBER

22-45-21-00-00005.0000
(Legal description in process)



NOTICE OF APPLICATION FOR A TRANSFER
OF ASSETS AND CERTIFICATES 268-S

LEGAL NOTICE

Notice is hereby given on December 29, 1998, pursuant to Section
367.071, Florida Statutes, of the application for transfer of the
utility facilities of South Seas Utility Company and Certificate
No. 268-8S to AquaSource Utilities, Inc. providing sewer utility
service to the following described territory in Lee County,
Florida:

Township 45 South, Range 21 East, Lee County, Florida:

All that part of Sections 15, 22, 23, 26, 27, Captiva Island, Lee
County, Florida lying southerly from Redfish Pass: lying easterly
of Gulfview, according to a map or plat thereof, recorded in Plat
Book 3 at page 8 of the public records of Lee County; lying
northerly of Binder Avenue, as shown on the plat of G.W. Bryant’s
Addition to Gulfview recorded in Plat Book 3 at page 21 of said
public records; and lying westerly and northerly of the following
described boundary: From the northwest corner of Lot 70 of F.A.
Lane’s Bayview Subdivision, according to a map or plat thereof
recorded in Plat Book 3 at page 75 of said public records, run
North 02 degrees, 55 minutes 20 seconds East along the said line of
Munson Street for 305 feet to a steel pin marking the intersection
with the northeasterly line of Binder Avenue: thence run North 71
degrees 18 minutes 20 seconds West along said northeasterly line
for 250 feet to the southeasterly corner of lands conveyed by deed
recorded in Official Record Book 503 at page 33 of said public
records and the POINT OF BEGINNING of the herein described
boundary. FROM SAID PCINT OF BEGINNING, run North 02 degrees 55
minutes 20 seconds East along the easterly boundary of said lands
for 235.67 feet to a concrete monument marking the intersection
with the southerly boundary of lands conveyed by deed recorded in
Deed Book 130 at page 21 of said public records; thence run North
85 degrees 47 minutes 00 seconds West along said southerly boundary
for 71.60 feet to a concrete monument; thence run North 02 degrees
47 minutes 50 seconds East along the westerly boundary of said
lands for 450.32 feet to a concrete monument; thence run South 85
degrees 50 minutes 20 seconds East along the northerly boundary of
gsaid lands for 500 feet more or less to the waters of Pine Island
Sound and the end of the herein described boundary. Bearings
hereinabove mentioned are Plane Coordinate for the Florida West
Zone.

A tract or parcel of land lying in Section 26, Township 45 South,
Range 21 East, Captiva Igsland, Lee County, Florida which tract or
parcel is described as follows:

Section 26, Township 45 South, Range 21 East: From the northwest
corner of said Section 26, run S 08029'50" W along the west line of
said section for 3,250 feet, more or less, to an intersection with
the northeast right-of-way line of a public road being 30 feet
wide; thence run S 16050’00" E along said northeasterly right-of-
way line for 775 feet, more or less, to an intersection with the



southerly right-of-way line of Captiva Drive S.W. (formerly Binder
Avenue) ; thence run § 77010’20" E along said line for 122.78 feet,
more or less, to the Point of Beginning.

From said Point of Beginning continue S 77010’22" E along the
southerly right-of-way line for 200 feet, more or less, to a jog in
said southerly right-of-way line; thence run S 12049’40" W along
said jog for 2.10 feet, more or less, to the southerly line of
Captiva Drive S.W. (formerly Binder Avenue); thence run S 71018’20"
E along said line for 718.03 feet, more or less; thence run S
02055'20" W for 183.30 feet, more or less; thence run 8§ 18041’20"
W for 5.00 feet; thence run N 71018720" W for 951.36 feet, more or
less; thence run N 18041’40" E for 3.89 feet, more or less; thence
run N 12049'40" E for 160 feet, more or less, to the Point of
Beginning.

Bearings hereinabove mentioned are assumed, based on the west line
of said Section 26, Township 45 South, Range 21 East to bear S
08029'50" W.

A tract or parcel of land lying in Section 26, Township 45 South,
Range 21 East, Captiva Island, Lee County, Florida, which tract or
parcel is described as follows:

Section 26, Township 45 South, Range 21 East: Commencing at the
intersection of the Mean High Water Line of the Gulf of Mexico with
the south line of Section 26, Township 45 South, Range 21 East, ;
thence run east along said section line for a distance of 1150 feet
more or less to the easterly right-of-way (R.0.W.) line of Captiva
Drive run North for 40.0 feet to the Point of Beginning.

From said Point of Beginning continue North for 225.00 feet; then
run N 89058’'30" E departing said easterly R.0O.W. line for 50.00
feet; thence run north 50.00 feet to an intersection with the
southerly R.O.W. line of Andy Rossi Lane; thence run N 89058’30" E
along said southerly R.O.W. line for 345 feet, more or less, to an
intersection with the Mean High Water Line of Pine Island Sound;
thence meandering southwesterly along said Mean High Water Line for
290 feet, more or less to an intersection with the line that bears
N 89058/30" E from said Point of Beginning; thence run S 89058’'30"
W along said line for 315 feet, more or less to the Point of
Beginning.

Bearings hereinabove mentioned are based on the east R.O0.W. line of
Captiva Drive to bear North.

Any objection to the said application must be made in writing and
filed within thirty (30) days from this date to the Director,
Division of Records and Reporting, Florida Public Service
Commission, 2540 Shumard 0Oaks Boulevard, Tallahassee, FL 32399-
0850. A copy of said objection should be mailed to the attorney
for the applicant: Martin S. Friedman, Esquire, Rose, Sundstrom &
Bentley, LLP, 2548 Blairstone Pines Drive, Tallahassee, FL 32301.



LIST OF WATER AND WASTEWATER UTILITIES IN LEE COUNTY

(VALID FOR 60 DAYS)
12/03/1998-01/31/1999

UTILITY NAME

LEE COUNTY

BAYSHORE UTILITIES, INC. (WU013)
2259 CLUBHOUSE ROAD
NORTH FT. MYERS, FL 33917-2523

BONITA COUNTRY CLUB UTILITIES, INC. {SU285)
10200 MADDOX LANE
BONITA SPRINGS, FL 34135-7639

BUCCANEER WATER SERVICE (MHC-DEANZA FINANCING LIMITED PART (WU730)
2 NORTH RIVERSIDE PLAZA, SUITE 1515
CHICAGO, IL 60606

CHATEAU COMMUNITIES, INC. (SU315)
14205 EAST COLONIAL DRIVE
ORLANDO, FL 32826-5111

DEL VERA LIMITED PARTNERSHIP (SU612)
2250 AVENIDA DEL VERA
NORTH FT. MYERS, FL 33917-6700

ENVIRONMENTAL PROTECTION SYSTEMS OF PINE ISLAND, INC. (SU287)
3039 YORK ROAD
ST. JAMES CITY, FL 33956-2303

FLORIDA CITIES WATER COMPANY - LEE COUNTY DIVISION (WS076)
4837 SWIFT ROAD, SUITE 100
SARASOTA, FL 34231-5157

FLORIDA WATER SERVICES CORPORATION (WS565)
P. 0. BOX 809520
ORLANDO, FL 32960-9520

FOREST PARK PROPERTY OWNER'S ASSOCIATION (SUB45)
5200 FOREST PARK DRIVE
NORTH FT. MYERS, FL 33917-5404

FOREST UTILITIES, INC. (SU293)
6385 PRESIDENTIAL COURT, SUITE 104
FT. MYERS, FL 33919-3576

FOUNTAIN LAKES SEWER CORPORATION (SU572)
523 SOUTH EIGHTH STREET
MINNEAPOLIS, MN 55404-1078

MANAGER

WAYNE CARSON WAMPLER
(941) 482-4024

MICHAEL J. MICELI
(941) 992-2800

DONALD BARTON
(813) 995-3337

W. LEON PILGRIM
(407) 823-7286

ROBERT G. PETERS
(941) 543-6200 EXT 528

KEVIN J. CHERRY
(941) 283-1144

ROGER YTTERBERG
(941) 936-3931

BRIAN P. ARMSTRONG
(407) 880-0058

JOSEPH B. SYMONS

DAVID SWOR
(941) 481-0111

JERRY A. SHERMAN
(612) 305-2927



LIST OF WATER AND WASTEWATER UTILITIES IN LEE COUNTY

(VALID FOR 60 DAYS)
12/03/1998-01/31/1999

UTILITY NAME

LEE COUNTY (continued)

GULF UTILITY COMPANY (WS096)
P. 0. BOX 350
ESTERO, FL 33928-0350

HACIENDA TREATMENT PLANT, INC. (SU431)
% BONITA SPRINGS UTILITIES, INC.

P. 0. BOX 2388

BONITA SPRINGS, FL 34133-2368

HUNTER'S RIDGE UTILITY CO. OF LEE COUNTY (SU674)
12500 HUNTERS RIDGE DRIVE
BONITA SPRINGS, FL 34135-3401

MHC SYSTEMS, INC. (WS743)

% MANUFACTURED HOME COMMUNITIES, INC.
28050 U.S. HIGHWAY 18, N., SUITE 406
CLEARWATER, FL 33761-2628

MOBILE MANOR, INC. (WU167)
150 LANTERN LANE
NORTH FORT MYERS, FL 33917-6515

NORTH FORT MYERS UTILITY, INC. (SU317)
P. 0. BOX 2547
FORT MYERS, FL 33802-2547

PINE ISLAND COVE HOMEOWNERS ASSOCIATION, INC. (SU724)
7290 LADYFISH DRIVE
ST. JAMES CITY, FL 33956-2723

SANIBEL BAYOU UTILITY CORPORATION (SU331)
15560 MCGREGOR BLVD., #8
FT. MYERS, FL 33908-2547

SOUTH SEAS UTILITY COMPANY (SU408)
8270-105 COLLETE PARKWAY
FT. MYERS, FL 33918-5107

SPRING CREEK VILLAGE, LTD. (WS234)
24681 SPRING CREEK VILLAGE
BONITA SPRINGS, FL 33134

MANAGER

CAROLYN B. ANDREWS
(941) 498-1000

FRED PARTIN
(941) 992-0711

DON HUPRICH
(941) 992-4300

UTILITY
(941) 474-1122

CAROL JULIUS
(941) 543-1414

JACK SCHENKMAN
(941) 543-4000 OR -1808

WALTER STACKS
(941) 283-3100

FIELD SUPERVISORS
{941) 936-6609

JOE K. BLACKETER
(941) 454-8500

DENNIS M. WALTCHACK
(941) 992-3800/936-8888



LIST OF WATER AND WASTEWATER UTILITIES IN LEE COUNTY
(VALID FOR 60 DAYS)
12/03/1998-01/31/1999

UTILITY NAME MANAGER

LEE COUNTY {continued)

TAMIAMI VILLAGE WATER COMPANY, INC. (WU740) JOHN J. USTICA
9280-5 COLLEGE PARKWAY (941) 482-0717
FT. MYERS, FL 33919-4848

USEPPA ISLAND UTILITY, INC. (WS249) VINCENT FORMOSA

P. 0. BOX 640 (941) 283-1061
BOKEELIA, FL 33922-0640

UTILITIES, INC. OF EAGLE RIDGE (SU749) CARL J. WENZ
200 WEATHERSFIELD AVENUE (708) 498-6440
ALTAMONTE SPRINGS, FL 32714-4099



LIST OF WATER AND WASTEWATER UTILITIES IN LEE COUNTY

UTILITY NAME

GOVERNMENTAL AGENCIES

CHAIRMAN, BOARD OF COUNTY COMMISSIONERS,

P. 0. BOX 388
FT. MYERS, FL 33902-0398

CLERK OF CIRCUIT COURT, LEE COUNTY
P. 0. BOX 2469
FORT MYERS, FL 33902-2469

DEP SOUTH DISTRICT
2295 VICTORIA AVE., SUITE 364
FORT MYERS, FL 33901

MAYOR, CITY OF CAPE CORAL
P. 0. BOX 150027
CAPE CORAL, FL 33815-0027

MAYOR, CITY OF FT. MYERS
P. 0. BOX 2217
FORT MYERS, FL 33902-2217

MAYOR, CITY OF SANIBEL
800 DUNLOP ROAD
SANIBEL, FL 33957-4096

S.W. FLORIDA REGIONAL PLANNING COUNCIL
P.0. BOX 3455
NORTH FT. MYERS, FL 33918-3455

SO. FLORIDA WATER MANAGEMENT DISTRICT
P.0. BOX 24680
WEST PALM BEACH, FL 33416-4680

(VALID FOR 60 DAYS)
12/03/1998-01/31/1999

LEE COUNTY

MANAGER



LIST OF WATER AND WASTEWATER UTILITIES IN LEE COUNTY

UTILITY NAME

STATE OFFICIALS

STATE OF FLORIDA PUBLIC COUNSEL
C/0 THE HOUSE OF REPRESENTATIVES
THE CAPITOL

TALLAHASSEE, FL 32399-1300

DIVISION OF RECORDS AND REPORTING
FLORIDA PUBLIC SERVICE COMMISSION
2540 SHUMARD OAK BOULEVARD
TALLAHASSEE, FL 32399-0850

(VALID FOR 60 DAYS)
12/03/1998-01/31/1999

MANAGER



EXHIBIT "G"
WILL BE LATE FILED

(Affidavit of Customer Notice)



EXHIBIT "H"
WILL BE LATE FILED

(Affidavit of Newspaper Publication)
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SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 3.0
WASTEWATER TARIFF

TERRITORY SERVED

CERTIFICATE NUMBER - 268-S
COUNTY - Lee

COMMISSION ORDER(S) APPROVING TERRITORY SERVED -

Order Number Date Issued Docket Number Filing Type

8851 04/27/79 789586-S Order Granting Certificate

8851-A 05/09/79 789586-S Amendatory Order Granting
Certificate

25242 10/22/91 910858-8U Amendment of Certificate
(Extension)

(Continued to Sheet No. 3.1)

ROY H. MOORE
ISSUING OFFICER

PRESIDENT
TITLE




SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 3.1
WASTEWATER TARIFF

(Continued from Sheet No. 3.0)
DESCRIPTION OF TERRITORY SERVED
Township 45 South, Range 21 East, Lee County, Florida:

All that part of Sections 15, 22, 23, 26, 27, Captiva Island, Lee County, Florida

lying southerly from Redfish Pass: lying easterly of Gulfview, according to a map

or plat thereof, recorded in Plat Book 3 at page 8 of the public records of Lee

County; lying northerly of Binder Avenue, as shown on the plat of G.W. Bryant's

Addition to Gulfview recorded in Plat Book 3 at page 21 of said public records;

and lying westerly and northerly of the following described boundary: From the

northwest corner of Lot 70 of F.A. Lane’s Bayview Subdivision, according to a map

or plat thereof recorded in Plat Book 3 at page 75 of said public records, run

North 02 degrees, 55 minutes 20 seconds East along the said line of Munson Street

for 305 feet to a steel pin marking the intersection with the northeasterly line

of Binder Avenue: thence run North 71 degrees 18 minutes 20 seconds West along

said northeasterly line for 250 feet to the southeasterly corner of lands-
conveyed by deed recorded in Official Record Book 503 at page 33 of said public

records and the POINT OF BEGINNING of the herein described boundary. FROM SAID
POINT OF BEGINNING, run North 02 degrees 55 minutes 20 seconds East along the

easterly boundary of said lands for 235.67 feet to a concrete monument marking

the intersection with the southerly boundary of lands conveyed by deed recorded
in Deed Book 130 at page 21 of said public records; thence run North 85 degrees

47 minutes 00 seconds West along said southerly boundary for 71.60 feet to a

concrete monument; thence run North 02 degrees 47 minutes 50 seconds East along

the westerly boundary of said lands for 450.32 feet to a concrete monument;

thence run South 85 degrees 50 minutes 20 seconds East along the northerly
boundary of said lands for 500 feet more or less to the waters of Pine Island
Sound and the end of the herein described boundary. Bearings hereinabove

mentioned are Plane Coordinate for the Florida West Zone.

(Continued to Sheet No. 3.2)

ROY H. MOORE
ISSUING OFFICER

PRESIDENT
TITLE




SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 3.2
WASTEWATER TARIFF

(Continued from Sheet No. 3.1)

DESCRIPTION OF TERRITORY SERVED, CONTINUED

A tract or parcel of land lying in Section 26, Township 45 South, Range 21 East,
Captiva Island, Lee County, Florida which tract or parcel is described as
follows:

Section 26, Township 45 South, Range 21 East: From the northwest corner of said
Section 26, run S 08029'50" W along the west line of said section for 3,250 feet,
more or less, to an intersection with the northeast right-of-way line of a public
road being 30 feet wide; thence run S 16050’00" E along said northeasterly right-
of-way line for 775 feet, more or less, to an intersection with the southerly
right-of-way line of Captiva Drive S.W. (formerly Binder Avenue); thence run S
77010/20" E along said line for 122.78 feet, more or less, to the Point of
Beginning.

From said Point of Beginning continue § 77¢10’'22" E along the southerly right-of-
way line for 200 feet, more or less, to a jog in said southerly right-of-way
line; thence run S 12049'40" W along said jog for 2.10 feet, more or less, to the
southerly line of Captiva Drive S.W. (formerly Binder Avenue); thence run S
71018’20" E along said line for 718.03 feet, more or less; thence run S 02055’/20"
W for 183.30 feet, more or less; thence run S 18041'20" W for 5.00 feet; thence
run N 71018’20" W for 951.36 feet, more or less; thence run N 18041/'40" E for
3.89 feet, more or less; thence run N 12049'40" E for 160 feet, more or less, to
the Point of Beginning.

Bearings hereinabove mentioned are assumed, based on the west line of said
Section 26, Township 45 South, Range 21 East to bear S 08029’'50" W.

(Continued to Sheet No. 3.3)

ROY H. MOORE
ISSUING OFFICER

PRESIDENT
TITLE




SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 3.3
WASTEWATER TARIFF

(Continued from Sheet No. 3.2)
DESCRIPTION OF TERRITORY SERVED, CONTINUED

A tract or parcel of land lying in Section 26, Township 45 South, Range 21 East,
Captiva Island, Lee County, Florida, which tract or parcel is described as
follows:

Section 26, Township 45 South, Range 21 East: Commencing at the intersection of
the Mean High Water Line of the Gulf of Mexico with the south line of Section 26,
Township 45 South, Range 21 East,; thence run east along said section line for
a distance of 1150 feet more or less to the easterly right-of-way (R.O.W.) line
of Captiva Drive run North for 40.0 feet to the Point of Beginning.

From said Point of Beginning continue North for 225.00 feet; then run N 89058’30"
E departing said easterly R.O.W. line for 50.00 feet; thence run north 50.00 feet
to an intersection with the southerly R.O.W. line of Andy Rossi Lane; thence run
N 89058’30" E along said southerly R.O.W. line for 345 feet, more or less, to an
intersection with the Mean High Water Line of Pine Island Sound; thence
meandering southwesterly along said Mean High Water Line for 290 feet, more or
less to an intersection with the line that bears N 89058’'30" E from said Point
of Beginning; thence run S 89058/30" W along said line for 315 feet, more or less
to the Point of Beginning.

Bearings hereinabove mentioned are based on the east R.O.W. line of Captiva Drive
to bear North.

ROY H. MOORE
ISSUING OFFICER

PRESIDENT
TITLE




SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 4.0
WASTEWATER TARIFF

MISCELLANEQUS

NONE

ROY H. MOORE
ISSUING OFFICER

PRESIDENT
TITLE




SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 5.0
WASTEWATER TARIFF

10.

11.

TECHNICAL TERMS AND ABBREVIATIONS

"COMPANY" - Arredondo Utility Company
"CONSUMER" - Any person, firm, association, corporation, governmental

agency or similar organization supplied with wastewater service by the
Company.

"SERVICE" - Service, as mentioned in this tariff and in agreement with
customers, shall be construed to include, in addition to all wastewater
service required by the customer the readiness and ability on the part
of the Company to furnish sewer service to the customer. Service shall
conform to the standards set forth in Section 367.111 of the Florida

Statutes.

"CUSTOMER’S INSTALLATION" - All pipes, shut-offs, valves, fixtures and
appliances or apparatus of every kind and nature used in connection
with or forming a part of the installation for disposing of sewage
located on the customer’s side of "Point of Collection" whether such
installation is owned by the customer or used by the consumer under
lease or other agreement.

"POINT OF COLLECTION" - The point where the Company’s piping or meters
are connected with pipes of the consumer.

"MAIN" - Shall refer to a pipe, conduit, or other facility installed
to convey wastewater service from individual services or other mains.
"SERVICE LINES" - The pipe of the Company which are connected from the
mains to the point of collection.

"RATE SCHEDULE" - Refers to rates or charges for the particular
classification of service.

"COMMISSION" - "Commission" refers to the Florida Public Service
Commission.

"CERTIFICATE" - Means the Wastewater Certificate issued to the Company
by the Commission.

"CUSTOMER" - Means the person, firm, partnership, corporation or other
entity who has entered into an agreement to receive wastewater service
from the Company and who is liable for the payment of such wastewater
service.

ROY H. MOORE
ISSUING OFFICER

PRESIDENT
TITLE




SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 6.0
WASTEWATER TARIFF

INDEX OF RULES AND REGULATIONS

Sheet Rule

Number: Number:
Policy DisSpUEE. . ittt it i e e e e e 8.0 1.0
General Information.......... ... ... i, 8.0 2.0
Signed Application NeCeSSALY. . .. vt it ren e enennnnns 8.0 3.0
Applications by Agents..........o ittt 8.0 4.0
Withholding Service. ...ttt ittt it ittt et eeee s 9.0 5.0
o= o = i e o = 9.0 6.0
Limitation of Use. ... ... . it iennenn 9.0 7.0
Continuity of Service. ... ... .t 9.0 8.0
Type and Maintenance........... ...t innnannen. 10.0 9.0
Change of Customer’s Installation..................... 10.0 10.0
Inspection of Customer’s Installation................. 10.0 11.0
Protection of Company’s Property........c...ocuuereeennnn 10.0 12.0
AccesSs tO Premises. . ...ttt iiir it 11.0 13.0
Right of Way or EasementsS. ... ..cuiiiinnnnneenneennn 11.0 14.0
Billing PeriodsS. ... ..ttt ittt ittt i e 11.0 15.0
Delinquent Bills.. ...ttt tineenieeeenennnnn 11.0 16.0
Wastewater Connections......... ...t ininnnnnnnnn. 11.0 17.0
Evidence of Consumption........ ...ttt nnneennn 12.0 18.0
Tax Clause. ..ottt e i et et e e e e 12.0 19.0
Change 0f OCCUPANCY .+ vt vttt it ettt ettt te it te e seeenennn 12.0 20.0

(Continued to Sheet No. 7.0)
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SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 7.0
WASTEWATER TARIFF

(Continued from Sheet No. 6.0)

Sheet Rule

Number : Number :
Unauthorized Connections - Sewer...................... 13.0 21.0
Adjustment of Bills.......ciiiiiiiiii it 13.0 22.0
Customey DeposSits. . ..ottt e e e e 13.0 23.0
Filing of Contracts....... ..ottt it 14.0 24.0
Miscellaneous Service Charges............iiiii .. 14.0-14.1 25.0

ROY H. MOORE
ISSUING OFFICER

PRESIDENT
TITLE




SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 8.0
WASTEWATER TARIFF

RULES AND REGULATIONS

1.0 POLICY DISPUTE - Any dispute between the Company and the customer or
prospective customer regarding the meaning or application of any
provision of this tariff shall upon written request by either party be
resolved by the Florida Public Service Commission.

2.0 GENERAL INFORMATION - The Company’s Rules and Regulations, insofar as
they are inconsistent with any Statute, Law, Rule or Commission Order
shall be null and void. These Rules and Regulations are a part of the
rate schedules and applications and contracts of the Company and, in
the absence of specific written agreement to the contrary, apply
without modifications or change to each and every customer to whom the
Company renders wastewater service.

In the event that a portion of these Rules and Regulations are declared
unconstitutional or void for any reason by any court of competent
jurisdiction, such decision shall in no way affect the validity of the
remaining portions of the Rules and Regulations for wastewater service
unless such court order or decision shall so direct.

The Company shall provide to all customers requiring such service
within the territory described in its certificate upon such terms as
are set forth in this tariff pursuant to Chapter 25-9 and 25-30,
Florida Administrative Code, and Chapter 367, Florida Statutes.

3.0 SIGNED APPLICATION REQUIRED - Wastewater service is furnished only
after a signed application or agreement and payment of the initial
connection fee is accepted by the Company. The conditions of such
application or agreement is binding upon the customer as well as upon
the Company. A copy of the application or agreement for wastewater
service accepted by the Company will be furnished to the applicant on
request.

The applicant shall furnish to the Company the correct name and street
address or lot and block number at which wastewater service is to be

rendered.

4.0 APPLICATIONS BY AGENTS - Applications for wastewater service requested
by firms, partnerships, association, corporations, and others shall be
rendered only by duly authorized parties. When wastewater service is
rendered under agreement or agreements entered into between the Company
and an agent of the principal, the use of such wastewater service by
the principal shall constitute full and complete ratification by the
principal of the agreement or agreements entered into between the agent
and the Company and under which such wastewater service is rendered.

(Continued to Sheet No. 9.0)
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ISSUING OFFICER
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SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 9.0
WASTEWATER TARIFF

(Continued from Sheet No. 7.0)

5.0 WITHHOLDING SERVICE - The Company may withhold or discontinue water
service rendered under application made by any member or agent of a
household, organization, or business unless all prior indebtedness to
the Company of such household, organization, or business for wastewater
service has been settled in full in accordance with Rule 25-30.320,
Florida Administrative Code.

Service may also be discontinued for any violation made by the Customer
or Consumer of any rule or regulation set forth in this tariff.

6.0 EXTENSIONS - Extensions will be made to the Company’s facilities in
compliance with Commission Rules and Orders and the Company’s tariff.
7.0 LIMITATION OF USE - Wastewater service purchased from the Company shall
be used by the Customer only for the purposes specified in the
application for wastewater service. Wastewater service shall be

rendered to the customer for the customer’s own use and shall be
collected directly into the Company’s main wastewater lines.

In no case shall a customer, except with the written consent of the
Company, extend his lines across a street, alley, lane, court, property
line, avenue, or other way in order to furnish wastewater service to
the adjacent property through one meter even though such adjacent
property may be owned by him. 1In case of such unauthorized extension,
remetering, sale, or disposition of service, the customer’s wastewater
service will be subject to discontinuance until such unauthorized
extension, remetering, sale or disposition of service is discontinued
and full payment is made to the Company for wastewater service rendered
by the Company (calculated on proper classification and rate schedules)
and until reimbursement in full is made in full to the Company for all
extra expenses incurred for clerical work, testing, and inspections.

8.0 CONTINUITY OF SERVICE - The Company will at all times use reasonable
diligence to provide continuous wastewater service and, having used
reasonable diligence, shall not be liable to the customer for failure
or interruption of continuous wastewater service. The Company shall
not be liable for any act or omission caused directly or indirectly by
strikes, labor troubles, accidents, litigations, breakdowns, shutdowns
for emergency repairs, or adjustment, acts of sabotage, enemies of the
United States, Wars, United States, State, Municipal or other
governmental interference, acts of God or other causes beyond its
control. If at any time the Company shall interrupt or discontinue its
gservice, all customers affected by said interruption or discontinuance
shall be given not less than 24 hours written notice in accordance with
Rule 25-30.250, Florida Administrative Code.

(Continued to Sheet No. 10.0)
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SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 10.0
WASTEWATER TARIFF

(Continued from Sheet No. 9.0)

10.

11.

12.

TYPE_AND MAINTENANCE - The customer’s pipes, apparatus and equipment
shall be selected, installed, used and maintained in accordance with
standard practice and shall conform with the Rules and Regulations of
the Company and shall comply with all Laws and Governmental Regulations
applicable to same. The Company shall not be responsible for the
maintenance and operation of the customer’s pipes and facilities. The
customer expressly agrees not to utilize any appliance or device which
may adversely affect the wastewater service; the Company reserves the
right to discontinue or withhold wastewater service to such apparatus
or device.

CHANGE OF CUSTOMER’S INSTALLATION - No changes or increases in the
customer’s installation, which will materially affect the proper
operation of the pipes, mains, or stations of the Company, shall be
made without written consent of the Company. The customer shall be
liable for any change resulting from a violation of this Rule.

INSPECTION OF CUSTOMER’S INSTALLATION - All customer’s wastewater
service installations or changes shall be inspected upon completion by
a competent authority to ensure that the customer’s piping, equipment,
and devices have been installed in accordance with accepted standard
practice and local Laws and Governmental Regulations. Where Municipal
or other Governmental inspection is required by local Rules and
Ordinances, the Company cannot render wastewater service until such
inspection has been made and a formal notice of approval from the
inspecting authority has been received by the Company.

Not withstanding the above, the Company reserves the right to inspect
the customer’s installation prior to rendering wastewater service, and
from time to time thereafter, but assumes no responsibility whatsocever
for any portion thereof.

PROTECTION OF COMPANY’S PROPERTY - The customer shall exercise
reasonable diligence to protect the Company’s property on the
customer’s premises and shall knowingly permit no one, but the
Company’s agents or persons authorized by law, to have access to the
Company’s pipes and apparatus.

In the event of any loss or damage to property of the Company caused
by or arising out of carelessness, neglect, or misuse by the customer,
the cost of making good such loss or repairing such damage shall be
paid by the customer.

(Continued to Sheet No. 11.0)
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SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 11.0
WASTEWATER TARIFF

(Continued from Sheet No. 10.0)

13.

14.

15.

16.

17.

0

ACCESS TO PREMISES - The duly authorized agents of the Company shall
have access at all reasonable hours to the premises of the customer for
the purpcse of installing, maintaining, inspecting, or removing the
Company’s property or for performance under or termination of the
Company’s agreement with the customer and under such performance shall
not be liable for trespass.

RIGHT OF WAY OR EASEMENTS - The customer shall grant or cause to be
granted to the Company, and without cost to the Company, all rights,
easements, permits, and privileges which are necessary for the
rendering of wastewater service.

BILLING PERIODS - Bills for wastewater service will be rendered
Monthly, as stated in the rate schedule and shall become due when
rendered and be considered as received by the Customer when delivered
or mailed to the service address or some other place mutually agreed
upon.

Non-receipt of bills by the customer shall not release or diminish the
obligation of the customer with respect to payment thereof.

DELINQUENT BILLS - Bills are due when rendered. However, the Company
shall not consider the customer delinquent in paying any bill until the
twenty-£first (21) day after the Company has mailed or presented the
bill to the customer for payment. Wastewater service may then be
discontinued only after the Company has mailed or presented a five (5)
day written notice to the customer in accordance with Rule 25-30.320,
Florida Administrative Code. Wastewater service shall be restored only
after the Company has received payment for all past-due bills and
reconnect charges from the customer.

There shall be no liability of any kind against the Company for the
discontinuance of wastewater service to a customer for that customer’s
failure to pay the bills on time.

Partial payments of a bill for wastewater service rendered will not be
accepted by the Company, except by the Company’s agreement thereof or
by direct order from the Commission.

WASTEWATER CONNECTIONS - Only approved branches will be installed in
wastewater mains to receive all wastewater laterals. When a cut-in toa
wastewater main or manhole is necessary, it shall only be made by or
under the supervision of the Utility. The Utility shall be responsible
for maintenance and repairs of wastewater laterals from the main to the
Customer’s property line or wye, whichever 1s closer to main, when
multiple services are involved. The Customer shall be responsible for
maintenance and repairs of his portion of the connection.

(Continued to Sheet No. 11.1)
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SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 11.1
WASTEWATER TARIFF

(Continued from Sheet No. 11.0)

No person shall discharge or cause to be discharged into any sanitary wastewater
collection system any of the following substances:

A.

Any liguid having a temperature higher than one hundred fifty (150)
degrees Fahrenheit.

Any water or waste containing more than one hundred (100) p.p.m. or
exceeding a daily average of twenty-five (25) p.p.m. of any grease or oil
or any oily substance.

Any water collected from storm water run off, such as down spouts, used to
collect the water from roof areas, and french drains.

Any gasoline, benzene, naptha, fuel oil, or other flammable or explosive
liquid, solid or gas.

Any water or waste containing a toxic or poisonous substance in sufficient
quantity to injure or interfere with any wastewater treatment process,
constitute a hazard to human or animals, or create any hazard in receiving
waters of the wastewater treatment plant.

Any garbage, which shall mean the wastes from the preparation, cooking and
dispensing of food, that has not been properly shredded to such degree
that all particles will be carried freely under the flow conditions
normally prevailing in sanitary sewers, with no particle size greater than
one-half (¥) inch in any dimension.

Any water or waste having a pH lower than five and five-tenths (5.5) or
higher than nine (9.0) or having any other corrosive property capable of
causing damage or hazard to structures, equipment or personnel of the
wastewater facilities.

Any water or waste containing toxic substance in quantities in excess of
the following limits and measured at the point of discharge into the
wastewater collection system:

Cyanides 0.01 mg/L
Copper, total 0.5 mg/L
Chromium, hexavalent 0.5 mg/L
Chromium, total 1.0 mg/L
Cadmium 0.5 mg/L
Lead 0.05 mg/L
Nickel 0.1 mg/L
Zinc, total 1.0 mg/L

or any substance that will pass through the wastewater treatment plant and
exceed the state requirements for receiving streams.

(Continued to Sheet No. 12.0)
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(Continued from Sheet No. 11.1)

18.

19.

20.

Any water or waste containing phenols in excess of 0.005 mg/L.

Any water or waste containing suspended solids or color of such character
and quantity that unusual attention or expense is required to handle such
materials at the wastewater treatment plant without a special permit.

Any toxic radiocactive isotopes without a special permit and Utility
approval.

Any waste containing an excess of 500 mg/L B.O.D. or Total Suspended
Solids as determined by any sample or combination of samples.

EVIDENCE OF CONSUMPTION - The initiation, continuation or resumption
of water service to the premises shall constitute the initiation,
continuation, or resumption of sanitary sewer service to the premises,
regardless of occupancy.

TAX CLAUSE - A municipal or county franchise tax levied upon a
wastewater or water public utility shall not be incorporated into the
rate for wastewater or water service but shall be shown as a separate
item on the utility’s bills to its customers in such Municipality or
County.

This charge must be approved by the Commission before being
incorporated in the customer’s bills.

CHANGE OF OCCUPANCY - When a change of occupancy takes place on any
premises supplied by the Company with wastewater service, written
notice thereof shall be given at the office of the Company not less

than three (3) days prior to the date of change by the outgoing
customer. The outgoing customer shall be held responsible for all
wastewater service used on such premises until such written notice is
so received by the Company and the Company has had reasonable time to
discontinue the wastewater service. However, 1f such written notice
has not been received, the application of a succeeding occupant for
wagstewater service will automatically terminate the prior account. The
customer’s deposit may be transferred from one location to anther, if
both locations are supplied wastewater service by the Company; the
customer’s deposit may not be transferred from one name to another.

For the convenience of its customers, the Company will accept telephone
orders to discontinue or transfer wastewater service from one service
address to another and will use all reasonable diligence in the
execution thereof. However, oral orders or advice shall not be deemed
binding or be considered formal notification to the Company.

(Continued to Sheet No. 13.0)
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(Continued from Sheet No. 12.0)

21.

22,

23.

0

UNAUTHORIZED CONNECTIONS - WASTEWATER - Unauthorized connections render
the service subject to immediate discontinuance without notice and
wastewater service shall not be restored until such unauthorized
connections have been removed and unless settlement is made in full and
for wastewater service estimated by the Company to have been used by
reason of such unauthorized connection.

ADJUSTMENT OF BILLS - When a customer has been overcharged or
undercharged as a result if incorrect application of the rate schedule,
or if sewer service is measured by water consumption, a meter error is
determined, the amount may be credited or billed to the customer, as
the case may be.

CUSTOMER DEPOSITS - ESTABLISHMENT OF CREDIT - Before rendering water
gervice, the Company may require an applicant for service to
satisfactorily establish credit, but such establishment of credit shall
not relieve the customer from complying with the Company’s rules for
prompt payment. Credit will be deemed so established, in accordance
with Rule 25-30.311, Florida Administrative Code, if: (a) The applicant
for service furnishes a satisfactory guarantor to secure payment of
bills for the service reguested. (B) The applicant pays a cash
deposit. (C) The applicant for service furnishes an irrevocable letter
of credit from a bank or a surety bond. The amount of initial deposit
shall be the following according to meter size:

Residential General Service
Two times the Two times the
5/8" x 3/4" Monthly Min. Charge Monthly Min. Charge
1 " " "
1 1/2 " " "
2 n n "
Above 2" " "

The Company may require, upon reasonable written notice of not less
than 30 days, such request or notice being separate and apart from any
bill for service, a new deposit, in order to secure payment of current
bills; provided, however, that the total amount of the required
deposit shall not exceed an amount equal to the average actual charge
for water and/or sewer service for two monthly billing periods for the
12-month period immediately prior to the date of notice. 1In the event
the customer has had services less than 12 months, then the Utility
shall base its new or additional deposit upon the average actual
monthly billing available.

(Continued to Sheet No. 14.0)
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(Continued from Sheet No. 13.0)

24.

25.

The Company will pay interest on customer deposits at the rate of 8%
per annum. The payment of interest will be made once each year as a
credit on regular bills, and on final bills when service is
discontinued. No customer depositor will receive interest on his
deposit until at least six (6) months of continuous service, then
interest will be paid from the date of the commencement of service.
The Company will pay or credit accrued interest to the customer’s
account during the month of April of each year.

After a residential customer has established a satisfactory payment
record and has had continuous service for a period of 23 months, the
Company shall refund the customer’s deposit provided the customer has
not, in the preceding 12 months, (a) made more than one late payment
of the bill (after the expiration of 20 days from the date of mailing
or delivery by the utility), (b) paid with a check refused by the
bank, (c¢) been disconnected for non-payment, or at any time, (d4)
tampered with the meterr, or (e) used service in a fraudulent or
unauthorized manner. The Company may hold the deposit of a non-
residential customer after the establishment of the 23 month
satisfactory payment record, but shall pay interest of 8% per annum
after such establishment. Nothing in this rule shall prohibit the
Company from refunding a deposit in less than 23 months.

The Company shall file with the Commission copies of all Guaranteed
Revenue Contracts or special contracts for the sale of its product or
services 1in a manner not specifically covered by its standard
regulations or approved rate schedules prior to execution.

MISCELLANEQUS SERVICE CHARGES- The Company may charge the following
miscellaneous service charges in accordance with the terms stated

herein.

INITIAL CONNECTION - This charge would Dbe 1levied for service
initiation at a location where service did not exist previously.

NORMAIL RECONNECTION - This charge would be levied for transfer of
service to a new customer account at a previously served location
or reconnection of service subsequent to a customer requested
disconnection.

»

(Continued to Sheet No. 14.1)
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(Continued from Sheet No. 14.0)

VIOLATION CONNECTION - This charge would be levied prior to
reconnection of an existing customer after disconnection of service
for cause according to Rule 25-30.320(2), Florida Administrative
Code, including a delinquency in bill payment.

PREMISES VISIT CHARGE (IN LIEU OF DISCONNECTION) - This charge

would be levied when a service representative visits a premises for
the purpose of discontinuing service for nonpayment of a due and
collectible bill and does not discontinue service because the
customer pays the service representative or otherwise makes
satisfactory arrangements to pay the bill.

SCHEDULE OF MISCELLANEQUS SERVICE CHARGES
Normal Hours

Initial Connection Fee $ 15.00
Normal Reconnection Fee S 15.00
Violation Reconnection Fee Actual Cost
Premises Visit Fee(in lieu of disconnection) $ 10.00

(in lieu of disconnection)

RETURN_CHECK CHARGE - A service charge of $15.00 or 5% of the
amount of the check, whichever is greater, shall be added to the
customer’s bill for sewer service for each check dishonored by the
bank upon which it is drawn. Termination of service shall not be
made for failure to pay the returned check charge.
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INDEX QF RATE SCHEDULES

Sheet Number
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SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 16.0

WASTEWATER TARIFF

AVATLABILITY -

APPLICABILITY -

LIMITATIONS -

BILLING PERIOD -

RATE
Meter Size
5/8" x 3/4"
lll
1 1/2"
2ll
3"
4"
6ll

GALLONAGE CHARGE -

TERMS OF PAYMENT -

EFFECTIVE DATE -

TYPE OF FILING -

GENERAL SERVICE

RATE SCHEDULE GS

Available throughout the area served by the Company.

For wastewater service to all customers for which no
other schedule applies.

Subject to all of the Rules and Regulations of this
Tariff and General Rules and Regulations of the
Commission.

Monthly

Base Facility Charge

$  26.17
65.41
130.82
209.30
457.88
784.93
1,635.81

Per 1,000 gallons 4.32 (No Maximum)

Bills are due and payable when rendered and become
delinquent if not paid within twenty (20) days. After
a five (5) day written notice is mailed to the customer
separate and apart from any other bill, service may
then be discontinued.

Transfer of Majority Organizational Control
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RESIDENTIAL SERVICE
RATE SCHEDULE RS

AVATILABILITY - Available throughout the area served by the Company.

APPLICABILITY - For wastewater service for all purposes in private
residences and individually metered apartment units.

LIMITATIONS - Subject to all of the Rules and Regulations of this
Tariff and General Rules and Regulations of the
Commission. :
BILLING PERIOD - Monthly
RATE
Meter Size Base Facility Charge
5/8" x 3/4" $ 26.17
" 65.41
11/2" 130.82
GALLONAGE CHARGE - Per 1,000 gallons $ 3.60

(10,000 Gallon Max.)

TERMS OF PAYMENT - Bills are due and payable when rendered and become
delinquent if not paid within twenty (20) days. After
a five (5) day written notice is mailed to the customer
separate and apart from any other bill, service may
then be discontinued.

EFFECTIVE DATE -

TYPE OF FILING - Transfer of Majority Organizational Control
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SOUTH SEAS UTILITY COMPANY ORIGINAL SHEET NO. 17.1

WASTEWATER TARIFF

AVAILABILITY

APPLICABILITY

LIMITATIONS

BILLING PERIOD

RATE

MINIMUM CHARGE

TERMS OF PAYMENT

EFFECTIVE DATE

TYPE _OF FILING

SPARY IRRIGATION - EFFLUENT DISPOSAL

RATE SCHEDULE ST

Available to South Seas Resort golf course served by
the Company.

For golf course irrigation using treated wastewater

Subject to all of the Rules and Regulations of this
Tariff and General Rules and Regulations of the
Commission.

Monthly
$2,754.06 per month

$2,754.06 per month

Bills are due and payable when rendered and become
delinquent if not paid within twenty (20) days. After
a five (5) day written notice is mailed to the customer
separate and apart from any other bill, service may
then be discontinued.

Transfer of Majority Organizational Control
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WASTEWATER TARIFF

AVAILABILITY

APPLICABILITY

LIMITATIONS

MINIMUM CHARGE

TERMS OF PAYMENT

EFFECTIVE DATE

IYPE OF FILING

MULTI-RESIDENTIAL SERVICE
RATE SCHEDULE MS
Available throughout the area served by the Company.

For wastewater service for to all master-metered
residential customers including, but not limited to,
Condominiums, Apartments, and Mobile Home Parks.

Subject to all of the Rules and Regulations of this
Tariff and General Rules and Regulations of the
Commission.

HELD FOR FUTURE USE

Bills are due and payable when rendered and become
delinquent if not paid within twenty (20) days. After
a five (5) day written notice is mailed to the customer
separate and apart from any other bill, service may
then be discontinued.

Transfer of Majority Organizational Control
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INDEX OF STANDARD FORMS
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CUSTOMER’S GUARANTEE DEPOSIT RECEIPT

SOUTH SEAS UTILITY COMPANY

RECEIVED FROM

The Amount of $ as Deposit for Sewer Service at
, FL ZIP
By: Date

INTEREST TO BE PAID ON DEPOSITS AT 8% ON APRIL 1ST OF EACH YEAR.
NO INTEREST PAYABLE ON DEPOSITS ON HAND LESS THAN SIX MONTHS.
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SOUTH SEAS UTILITY COMPANY

CUSTOMER_ REQUEST FOR SEWER SERVICE

Name of Customer

Site Address

Billing Address

City State Zip

Phone ( )

FOR RESIDENTIAL SERVICE

Number of Residential Connections Requested

FOR COMMERCIAL SERVICE

Nature of Commercial Activity

Number of Residential Connections Requested

Water Meter Size

Date

Signed

Received by

Date
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COPY OF CUSTOMER’'S BILL
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INDEX OF SERVICE AVAILABILITY
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WASTEWATER TARIFF

SOUTH SEAS UTILITY
SERVICE AVAILABILITY AGREEMENT

The South Seas Utility Company (UTILITY) as of this day of
, 19 , has approved Equivalent Residential
Connection(s) (ERC) for (name of

consumer) (APPLICANT) for the parcel located at
under the project name of
The payment of $ was received by check number
on this date.

THIS APPROVAL IS CONTINGENT UPON AND SUBJECT TO THE FOLLOWING:

1. The APPLICANT is soley responsible for obtaining all permits from the
Department of Environmental Regulation should they be required.

2. The APPLICANT is solely resposible to notify the UTILITY at least 24
hours prior to connection of the APPLICANT’'s facilities to the South Seas
Utility. The UTILITY shall then certify the connection upon completion of proper
installation. Should the APPLICANT fail to notify the UTILITY, the APPLICANT
shall make all arrangement for and after-the-fact inspection of the connection,
and shall be responsible for all costs incurred by the inspector and/or the
UTILITY.

3. The UTILITY regquires copies of all engineering plans and governmental

submissions.

4. This approval 1is for the specific location noted above and 1is
nontransferable.

5. Upon collection of the charges specified in this contract, UTILITY
shall reserve the necessary treatment capacity for APPLICANT for a period of 120
days. The charges paid pursuant to this agreement are non-refundable should
APPLICANT not proceed with the development such that services are extended within
this 120 day period; unless, however, the UTILITY sells the reserved capacity
within four years from the expiration of this contract, in which case the sale
of the reserved capacity will require a refund to APPLICANT.

WITNESS SOUTH SEAS UTILITY

Date
As APPLICANT, I understand the regquirements and agree to comply with all
requirements of the South Seas Utility and all governmental entities.

WITNESS APPLICANT

Date
ROY H. MOORE
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SCHEDULE OF FEES AND CHARGES

DESCRIPTION AMOUNT

Service Availability Charge to be Charged $1,500.00 per ERC
to all new Residential and General Service

Customers.
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HELD FOR FUTURE USE
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HELD FOR_FUTURE USE
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
DEPOSIT DATE

D053+ DEC3119%

In re: Application for Authority )
to Transfer the Facilities of ) '
SOUTH SEAS UTILITY COMPANY ) Docket No. ~SU
Certificate No. 268-8 )
in Lee County, Florida to )

)

)

AQUASOURCE UTILITY, INC.

APPLICATIOﬁ OF AQUASOURCE UTILITY, INC.

FOR AUTHORITY TO TRANSFER FACILITIES AND
CERTIFICATE NO. 268-S

AQUASOURCE UTILITY, INC. (hereinafter referred to as
"AquaSource” or "Buyer") by and through its undersigned attérneys
and pursuant to the provisions of Rule 25-30.037, Fla. Admin. Code
and Section 367.071, Fla. Stat., files this Application for
authority to Transfer Certificate No. 268-S currently held by South
Seas Utility Company ("Seller") to Buyer. In support of this
Application, Sellef states:

1. The complete name and address of the Seller, is:

South Seas Utility Company

Post Office Box 194
Captiva, FL 33924

2. The complete name and address of the Buyer is:

AquaSource Utlllty, Inc. ) ey

ROSE, SUNDSTROM & BENTLEY LLP
OPERATING ACCOUNT

PH 8776655
2548 BLAIRSTONE PINES DRIVE -
TALLAHASSEE, FL 32301

i pav ' o L 4 oo T
' - iF LRI D000 0SSR

B%SEEOF Florida Public Service Commission

TARS: [ B

One Thousand Five Hundréd and'00/100

%Caprtal City

MAIN OFFICE
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~ STATE OF FLORIDA —~

Commissioners: DIVISION OF RECORDS & REPGRTING
JULIA L. JOHNSON, CHAIRMAN BLANCA 8. BAYO

J. TERRY DEASON DIRECTOR

SUSAN F. CLARK (850)413-6770

JOE GARCIA
E.LEON JACOBS, JR.

Public Serbice Commissgion
' December 31, 1998

Martin S. Friedman, Esquire
Rose, Sundstrom & Bentley, LLP
2548 Blairstone Pines Drive
Tallahassee, Florida 32301

Re: Docket No. 982017-SU
Dear Mr. Friedman:

This will acknowledge receipt of an application for authority to transfer facilities
of South Seas Utility Company and Certificate No. 268-S in Lee County to AquaSource
Utility, Inc., which was filed by this office on December 30, 1998 and assigned the
above-referenced docket number. Appropriate staff members will be advised.

Mediation may be availabie to resolve any dispute in this docket. If mediation is
conducted, it does not affect a substantially interested person’s right to an administrative
hearing. For more information, contact the Office of General Counsel at (850) 413-6078
or FAX (850) 413-6079.

Division of Records and Reporting
Florida Public Service Commission

CAPITAL CIRCLE OFFICE CENTER * 2540 SHUMARD OAK BOULEVARD * TALLAHASSEE, FL 32399-0850
An Affirmative Action/Equal Opportunity Employer
PSC Website: www2.scri.net/pse Internet E-mail: contact@psc.state.fl.us




