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Background
This Brief is being filed by Intervenors Robert J. Kollar and Keilie A. Kuhleman (husband and

wife) as part of the complaints filed against Hidden Valley Utility Services, L.P. (HVUS or the
Company) at Docket No. C-2014-2447138 (water scrvices) and Docket No. C-2014-2447169

{wastewaler services).
Intervenor Kollar has reviewed all of the written testimony, reports, judge’s orders, etc. as part of

this proceeding, provided written testimony in this matter, and participated in the hearing held on

this matter in Pittsburgh on Tuesday, November 17, 2015.

Mr. Kollar and Ms. Kuhleman are not attorneys and have not retained the services of {egal
counsel to represent them in this matter. Intervenors request that this fact be taken into

consideration when reviewing this brief.

Procedural History

Petitioners Kollar and Kuhleman submitted their petition 1o intervene in this matter on July 9,

2015. The petition to intervene in this matter was granted by Interim Order entered on September

8, 2015.

Summary of Argument

The existing ownership and management of HVUS has operated the Company in a manner that
has resulted in poor water quality to the customers of HVUS and created a significant risk to the
real estate values of homeowners in the Hidden Vailey community. Additionally, due to the
manner in which the Company has been operated, there is a rcal possibility that customers could
be without water service for signiﬁcanl periods of time due to no fault of their own. Additionally,
certain residents of the Hidden Valley community have properties located in an area that does
not have working fire hydrants because of the Company’s failure to comply with the

requirements of the 2004 Agreement with the PUC and other parties.



The Company’s poor operational and financial management has been demonstrated throughout
pany's p p 8

this proceeding and documented in the testimony and sub-rebuttal 1estimony, the public hearings,

and HVUS's non-compliance with the requirements ol the 2004 Agreement (the 2004
Agreement) entered into by the Company, PUC, OCA, Hidden Valley Foundation, Inc. and other

individual parties. Following are examples of the more cgregious actions by HVUS that

demonstrate the poor manner in which the Company has been operated:

)

Failure to comply with significant requircments of the 2004 Agreement—Section 16 of

the Agreement required HVUS to replace a variety of water lines throughout the
community. Witnesses Brown (pgs. 260-261, Nov. 17, 2015) and Johnston (pgs. 308 and
309, Nov. 17, 2015 hearing) indicated that at no time could they recall receiving a copy
of the required replacement schedule of when such water lines would be replaced.
Witness Brown, a Jong-time and full-time resident of Hidden Valley, also indicated in his
testimony that the only water Jines replaced in the community, o the best of his
knowledge, were “the lines 1o the Lakeview town homes and the line from Lake Road to
serve the five houses that are serviced from Brown's Run.” Witness Johnston also
indicated that a portion of the Hidden Valley community known as “The Heights”
currently does not have a fire hydrant. She indicated that the reason the Heights does not
have a fire hydrant is because one cannot be installed until the water line in that
community is replaced (pg. 300, Nov, 17,2015 hearing). The agreement was dated in
2004 and provided HVUS with ten years to complete certain improvements to the
existing water lines and related infrastructure. In 2015, a significant portion of this work
remains incomplete, which demonstrates the Company’s faiture to specifically comply

with a regulatory order.

Filing of incorrect Annual Reports—Intervenor Kollar indicated in his original direct
testimony that the Company’s annual reports filed with the PUC for years 2009 to 2013

contained numerous errors. Respondent indicated in his testimony that “the reports, over
the years, were done by five different individuals.” (pg. 388, Nov. 17, 2015 hearing). A
public utility has a responsibility to file accurate and timely financial reports with the

PUC so that the regulatory agency can be satisfied as to the financial stability of the




utility. Utilizing five different individuals makes it extremely difficult to prepare

accurate and consistently prepared financial stalcrnents.

Filing of 2014 Annual Report late—The Annual Report for public utility companies is lo
be filed with the PUC by April 30 of the year immediately following the Compuny’s
year-end. HVUS did not file its 2014 Annual Report with the PUC until November 6,
2015 (reference the time stamp of the PUC on the filed copy of the 2014 Annual Report),
over six months after the required filing date. This, coupled with the accuracy of Annual

Reports discussed in point #2 preceding, raises serious questions about the Company’s

willingness to comply with laws and regulations.

Poor water quality—numerous HVUS customers Lestified at the public hearing held in

June 2015 at Hidden Valley reported incidents of discolored, brown, or “ice-tea” colored
water. This has resuited in many residents being limited in their uses of water supplied by
HVUS for laundry and other purposes. This has also resulted in additional costs to
HVUS customers, because many commenied that they “flush” their fines to remove the

discolored water, install filters, have replaced hot water tanks earlier than needed, ete.

. Lack of proper equipment to repair damaged water lines—witness Alice Sachs Johnston
(pes. 291 - 292, Nov. 17, 2015 hearing) testified that the Hidden Valley Foundation, Inc.,

(of which she is a member of the Board of Directors) a customer of HVUS and the master
homeowner's association for the Hidden Valley community, purchased a backhoe (which
it had not planned to purchase} and would make it available at an amms-length rental rate
to HVUS if there was a waler line break, so that service could be provided uninterrupied
for members of the Foundation. This was in response to concerns that HVUS personnel
were forced to address water main repairs by hand. Witness Douglas Brown also
testified to this same fact (pgs. 313 - 315, Nov. 27 hearing) indicating that at times “1've
been in the ditch with them” (referring to HVUS personnel) voluntarily assisting them

with water line repairs in very cold weather prior to the purchase of the backhoe.



6. HVUS lack of financial stability and poor financial management practices—Intervenor

Kollar testified (pgs. 323 - 327, Nov. 17, 2015 Hearing) that based on his review of the
HVUS 2014 Annual Reports (that had not been filed with the PUC until November 6,
2015) that HVUS was insolvent, a conclusion consistent with his previous testimony. He
based this assessment on several items, including the Company's current ratio being
significant befow the benchmark of 1.0 and the Company’s continuing net losses.
Additionally, in response to a question from Koflar about the Company’s pattern of
making cash distributions to its partners equal to approximately 80% of the Company’s
free cash flow for the past several years, despite continuing losses and a deficient current
ratio, the owner of HVUS replicd that the distributions were made "because | had a
capital investment of miflions of dollars and wanted to get a litile return on my money.™
(pg. 394 - 395, Nov. 17, 2015 Hearing). Thesc owner distributions have significantly
weakened the financial condition of the Company and directly impucted its ability to

comply with aspects of the 2004 Agreement.

Conclusions

Based on the arguments previously discussed, the following actions should be taken to ensure

that a safe, clean and uninterrupted supply of drinking waler can be provided to the customers of

HVUS:

1. HVUS should be immediately placed into receivership and an independent receiver
appointed to direct the Company's operations. The existing owner should be

immediately removed from all aspects of operational and financial decision-making and

ail distributions to owners should be suspended.

A full audit of the Company’s financial statements as of the most recent year-end

™

(December 31, 2015) should be performed by an independent CPA firm, so that a clear
and accurate assessment of the Company’s financial position and results of operations

can be obtained.



3. Effective immediately, the Company should be required to submit monthly financtal
statements to the Commission, including: a balance sheet, income statement, statement of
cash flows, and statement of changes in partner’s capital, Thesc statements will be used
to monitor the Company’s financial condition, and to ensure that all owner distributions
(as suggested in point #1) have been suspended. Copies of these financial statements
should be provided within thirty days following the end of a given month to all partics in

this matter.

4. An engineering study, paid for by HVUS, should be immediately ordered to evaluate the
cost and effectiveness of treated water from the Quemahoning River (also referred 1o as
“Q” waler) from Bakersville and connecting it to the HVUS water and wastewater
system. This suggestion was made by engineer Terry Fought in his written testimony in
this proceeding (pg. 20, Terry Fought testimony, July 8, 2015). This has the added
benefit of providing an alternative source of water supply to the customers of HVUS, and
does not require the purchase of filtration equipment to address the issues of discolored

water,

5. An engineering study, paid for HVUS, should be immediately ordered to specifically
determine the remaining parts of the 2004 Agreement that have not been completed.
Cosl estimates should be obtaincd 1o complete this work, and a specific timeline
developed 1o replace any and all existing water lines that were to be replaced under the

provisions of the 2004 Agreement that have still not been replaced.

6. The Company should be ordered to immediately replace the water linc that affects the
Heights section of the Hidden Vallcy community so that water hydrants can be finally

installed in this area. This is extremely important lo protect the safety of the residents of

the Heights and their properties.



7. The Company should be prohibited from filing for any requests for any water or

wastewater rate increases until all of the aforementioned steps have been completed.

Respectfully submitted by,

bt | Wt
Robert J. Kollar

January 20, 2016
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