Water company affiliaterevives controversial practice
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An affiliate of the state's largest water utility company has sent letters to homeowners, offeringto sign
them up foran optional insurance programto coverrepairs.

American Water Resources Inc., a non-regulated affiliate of American Water Co., is selling $50 policies
that coverup to $4,000 inrepairsto leaking waterlines on the homeowner's property.

The proposal brought objections three years ago when the water company, the parent of West Virginia-
American Water, soughtapproval fromthe West Virginia Public Service Commission.

Billy Jack Gregg, the PSC's consumeradvocate, said the utility withdrew its petition in October 2002
afterobjections were raised.

"But last winterthese letters started showing up from this affiliate thatis notregulated by the
commission," said Gregg.

"These letters come fromthe same place as your waterbill," he said. "It's the same envelope; it has their
sloganonit. It looks like it came from the water company, and that's theirintention."

But Todd Beane, spokesman for West Virginia-American Water, said the water company had nothing to
do with the mailings and he would notanswer questions about the letter.

"West Virginia-American is a separate entity than this portion of the business," Beane said. "And this
letteris goingto lots of water customers, not just those of our company."



Sharon Cameron, vice president of homeownerservices for American Water Resources Inc.inVorhees,
N.J., said her company has sold the insurance programto abouta half-million peoplein 11 states over
the past fourand a half years.

"It's really awarranty programto protectthe homeownerinthe eventof a leak, cut or blockage," she
said.

Fine printonthe back of the letter explains the coverage does not apply to damage caused by acts of
nature -- earthquakes, landslides, floods or sinkholes.

If a customerdoes suspectan underground waterleak -- usually by noticing adramaticspike in his or

herwater bill -- the utility will locate the problem. If repairs are needed toaline onthe homeowner's
property, itis done at the customer's expense.

Under the American Water Resource protection plan, the company would send a contractor of its choice
to fix the damage and coverthe cost.

Cameronsaid 25 percent of customersin Pennsylvaniaand New Jersey signed up forthe plan. It'stoo
earlyto tell whatthe response in West Virginiais, she said.

Roy Smith, secretary treasurer of the West Virginia State Building and Construction Trades Council, said
he objected when the company went before the PSCand he still objects.

"They aren't the first; other utilities have tried the same thing," Smith said. "We almost without
exceptionintervene when they wantto do somethinglike thisthatis out of theirarenaof business.

"They are promotinga private business and using part of my rate payermoneytodo it," sai d Smith.
"Andtheyare directing the repairwork to certain companies. That's unfair competition, and they are
doing somethinga utility should not be doing."

Smith and Gregg agreed that the protection might seem attractive, or necessary, to many people.



"Notworryingaboutfindingsomeoneto do this kind of work if you needitand that it's prepaid, that can
be a consumeradvantage," said Gregg. "Butthisis generally something we don't favorthe utilities
gettinginto."

Gregg said it is possible the marketing of the insurance program may be investigated by the PSC.

Smith said the insurance might be a benefitfor some people, but certainly not everyone.

"We're the highest-ranked state inthe country forretirees. If I'mon a fixedincome and living close to
the foot of the cross, I'm goingto opt for the $50 ratherthan worry about maybe havingto pay
thousands," he said.

"But a waterline under good conditions should lastalongtime," he said. "My house was builtin 1951
and I've neverhad a water line problem."

While noone from the local utility would talk about how often leaks occur on homeowners' property,
what factors contribute to them or what the repairs can entail, Cameron did.

"The way they breakis from aging, tree roots, soil conditions, alot of freezing and thawing overtime,’
she said. "And people are often shocked and upset thatif the line breaks on their property, they are
responsible."
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