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	COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 17105-3265
	IN REPLY PLEASE REFER TO OUR FILE


August 9, 2018
Docket No. A-2018-3003517
Utility Code 230077
DAVID P ZAMBITO
COZEN O CONNOR
17 NORTH SECOND STREET SUITE 1410
HARRISBURG PA 17101

RE:	Section 1329 Application of Suez Water Pennsylvania, Inc. – Wastewater Division for the Acquisition of Mahoning Township’s Wastewater System Assets at Docket No. A-2018-3003517

Dear Attorney Zambito:

On July 23, 2018, SUEZ Water Pennsylvania, Inc. - Wastewater Division (SUEZ-WD) filed the above-referenced application with the Public Utility Commission.  For the Commission to complete its analysis of the filing, responses are required for the attached data requests.  Please forward the requested information to the Commission within 10 working days of the date of this letter.

Please send all responses to the Secretary of the Commission at the following address:

	Secretary, Pennsylvania Public Utility Commission
400 North Street, 2nd Floor
Harrisburg, Pennsylvania 17120



All documents requiring notary stamps must have original signatures.  Some responses may be e-filed at http://www.puc.pa.gov/efiling/default.aspx.  A list of allowable e-filing document types is available at http://www.puc.pa.gov/efiling/DocTypes.aspx.

Please note that your answers must be verified per 52 Pa Code § 1.36.  Accordingly, you must provide the following statement with your responses:

	I, [print name of appropriate company representative], hereby state that the facts above set forth are true and correct to the best of my knowledge, information and belief, and that I expect to be able to prove the same at a hearing held in this matter.   I understand that the statements herein are made subject to the penalties of 18 Pa. C.S. § 4904 (relating to unsworn falsification to authorities).
Signature ________
Title ____________
Date ____________




Please contact the below staff person if any problems should arise that prevent a full response within ten working days or if any clarification of these data requests is needed.  Please mark the materials “CONFIDENTIAL” in bold or highlighted manner if any of the requested information is deemed to be of a confidential nature.

In addition, to expedite completion of the application, please send a copy of the information to Clinton McKinley via e-mail at cmckinley@pa.gov or by fax at (717) 787-4750.  Questions may be directed to Clinton McKinley in the Bureau of Technical Utility Services, Water/Wastewater Division at telephone number (717) 783-6161.  Thank you in advance for your cooperation.


[image: ]Sincerely,



[bookmark: _GoBack]
Rosemary Chiavetta
Secretary


Enclosure

cc: 	Tanya McCloskey, Office of Consumer Advocate (w/enclosure)
John Evans, Office of Small Business Advocate (w/enclosure)
Richard Kanaskie, PUC Bureau of Investigation and Enforcement (w/enclosure)


1
Note:  Please restate the data request prior to providing a response.  In addition, provide the name and title of the person(s) providing the response and/or information for each data request.
A-1. [bookmark: _Hlk520717737]The following questions reference the appraisal of ScottMadden, Inc. (ScottMadden), included in the Application as Appendix A-5-a:
a. The cover letter of the ScottMadden appraisal references a September 15, 2017, valuation report.  Please provide a copy of this valuation report.
b. As referenced in the cover letter, please identify any assets identified in the Mahoning Township Assessment of Tangible Assets (Engineer’s Assessment), included in the Application as Appendix A-15-a, that were not dedicated to Mahoning Township as of April 30, 2018.
c. Page 6 identifies Mahoning Township’s (Mahoning’s) wastewater assets include two pumping stations while page 1 of the Engineer’s Assessment, identifies three pumping stations.  Please address this discrepancy and quantify any impact to ScottMadden’s appraisal.
d. Please state why the 2015 and 2016 actual revenues and expenses, identified in Schedule 2, do not match the 2015 and 2016 total operating revenues and expenses identified in the Mahoning Township Authority Financial Statements, September 30, 2015, and the Mahoning Township Authority Financial Statements, September 30, 2016, provided in the supplemental response to Checklist Item No. 5.
e. Schedule 2 appears to reflect that ScottMadden did not include any expenses associated with depreciation, property/PURTA taxes or regulatory assessments.  Please explain why ScottMadden excluded these expenses.
f. Schedule 2 reflects that ScottMadden assumes 15% rate increases will occur approximately every three years until 2047.  Please explain why this assumption is reasonable.
g. Schedule 2 reflects that ScottMadden included revenues for tapping fees.  Please explain why tapping fee revenue is included.


A-2. The following questions are regarding the appraisal of Gannett Fleming Valuation and Rate Consultants, LLC (Gannet Fleming), included in the Application as Appendix A-5-a:
a. Please clarify if the file named “Ex12 all.xlsx”, provided in the Application as Appendix A-4-a, is an electronic copy of Exhibit 21.  If not, please provide an electronic copy of Exhibit 21.
b. Page 3 of Exhibit 9 reflects that Gannett Fleming used different service lives than the service lives contained in Appendix A-15-a.  Please explain why Gannett Fleming deviated from the service lives contained in Appendix A-15-a.
c. [bookmark: _Hlk520707143]Exhibit 12 identifies certain expense reductions for economies of scale under municipal ownership.  Please explain why Gannett Fleming assumes municipal ownership would result in greater economies of scale than under current Mahoning Township operations.
d. [bookmark: _Hlk520707449]Exhibits 16 and 17 reflect wastewater system operations under municipal and investor-owned utility ownership.  Under municipal ownership, Gannet Fleming estimates a 17% rate increase in 2021 and 4% rate increases every 3 years thereafter.  Under investor-owned utility ownership, Gannett Fleming estimates a 29% rate increase in 2021, and 3-4% rate increases every 3 years thereafter.  Please state if SUEZ-WD agrees with Gannett Fleming’s observation that Mahoning customers would be subject to greater rate increases in the future under investor-owned utility ownership as compared with municipal ownership.
A-3. The hourly billing rates indicated on the invoices for Gannett Fleming, provided in the Application’s Appendix A-8, do not match the hourly billing rates listed in the proposal letter dated October 30, 2017, also provided in Appendix A-8-a.  Additionally, the letter dated October 30, 2017, also provided in the Application’s Appendix A-8-a, guarantees that Gannet Fleming’s cost for a complete study will not exceed $35,000 while SWPA Statement No. 3, Direct Testimony of Harold Walker III, provided in the Application as Appendix A-14-a, identifies a cost of $45,000 on page 7, line 16.  Please explain this discrepancy and the reason for the apparently increased cost.
A-4. [bookmark: _Hlk521477469]The following questions are regarding the testimony submitted by SUEZ-WD in the Application’s Appendix A-14-a:
a. [bookmark: _Hlk520454288]Pages 17-18 of SWPA Statement No. 1 states, in part, no municipal authority other than Mahoning is now furnishing or has rights to furnish service similar to that to be rendered by SUEZ-WD in the requested territory, and no competitive condition will be created.  Please verify that the Cooper Township Municipal Authority does not provide wastewater service within the requested territory.
b. Pages 19-20 of SWPA Statement No. 1 identified that copies of certain municipal contracts provided in the Application are not fully-executed versions of said contracts.  Please provide evidence that the entities party to those contracts agree to the contract being transferred from Mahoning to SUEZ-WD, where consent is required.
c. Pages 6-7 of SWPA Statement No. 2 indicated Mahoning residential wastewater customers will be billed monthly rather than quarterly.  Please explain how SUEZ-WD will notify impacted customers of the conversion from quarterly billing to monthly billing.
A-5. Please provide additional details for the descriptions provided in the Land and Right of Way table on page 2 of the Engineer’s Assessment (i.e., explain why the line item is required for the water or wastewater operation).
A-6. The tentative journal entries provided in Appendix A-15-f identify a proposed debit to Utility Plant in Service.  However, the Uniform System of Accounts (USOA) for Class A Wastewater Utilities provides that Account 101 – Utility Plant in Service includes the original cost of utility plant.  Please explain how SUEZ-WD’s proposed accounting treatment complies with the USOA.
A-7. Page 13 of the Application and the map provided in the Application’s Appendix A-16-a indicate the requested territory is larger than Mahoning’s current wastewater service territory.  However, a need or request for wastewater service in the additional territory requested has not been demonstrated.  Please either: (1) demonstrate that SUEZ-WD’s provision of wastewater service to parcels not currently served by Mahoning is necessary or proper for the service, accommodation, convenience, or safety of the public; or (2) revise SUEZ-WD’s requested territory to match the current wastewater service territory of Mahoning.
A-8. Please provide a copy of Mahoning Township’s sewage facilities planning module submitted to DEP to update its Act 537 Sewage Facilities Plan due to the proposed sale of the wastewater facilities as referenced in the Application’s Appendix A-22-a.
A-9. Please identify if any non-dedicated developer lines listed in Exhibit 3.5 of the Application’s Appendix A-24-a are used to provide wastewater service and quantify the original date of construction, length and type of material.
A-10. Please state if it is SUEZ-WD’s intention to install a flow meter at the unmetered connection point with Danville Municipal Authority.  If so, please state the estimated cost and timeline of this project.


A-11. [bookmark: _Hlk521395912]The following questions refer to the supplemental information dated August 2, 2018, filed with the Commission in response to the 66 Pa. C.S. § 1329 Completeness Review:
a. [bookmark: _Hlk521418724]A revised proposed tariff supplement was provided to amend the Application’s Appendix A-13-a.  The revised proposed tariff supplement changes the volumetric charge from $4.05 per 1,000 gallons of water usage to $7.68 per 1,000 gallons of water usage.  Please identify how this rate is equivalent to Mahoning’s current rates.
b. [bookmark: _Hlk521483770]For all customers other than residential, the proposed tariff supplement now identifies a “Flat Rate per Employee/Room” rate.  Please identify how this rate is equivalent to Mahoning’s current rate that appears to be only a flat rate per employee.
c. A customer list was provided that identifies several customers located outside of Mahoning Township.  Although Mahoning was granted a waiver of Commission Regulation at Docket No. P-2017-2588977 to serve 26 customers in Cooper Township, Montour County, the customer list provided identifies approximately 32 customers in Cooper Township, Montour County and two customers that appear to be located within the municipal limits of the Borough Danville along Reservoir Street.  Please quantify the current number of extraterritorial customers served by the Mahoning Township system.
d. A billing register was provided that identifies account balances for the period 3/01/2018 to 3/31/2018.  Some customers appear to be billed in excess and some customers appear to be billed less than the assigned number of EDUs times the rate schedule provided in the Application’s Appendix A-18-a.  Please provide customer usage data, for five customers of each customer category identified in the revised proposed tariff supplement, for the period of 3/01/2018 to 3/31/2018.
e. The billing register appears to identify the account balance for one month’s time, 3/01/2018 to 3/31/2018.  However, the balance amounts appear to equal a full quarter of service.  Please confirm that the balances shown in the table reflect one quarter of service.
f. SUEZ-WD estimates an annual purchased water expense to be $360,835 and allocates 55% ($198,459) of that expense to the wastewater operation.  Please explain why it is reasonable allocated a portion (the majority) of purchased water expense to wastewater customers and confirm that revised Appendix A-19-d does not constitute a request by SUEZ to combine water and wastewater revenue requirements.
g. The supplemental response filed with the Commission for Checklist Item No. 20.k. identifies an additional cost of $140,000 to make the system a “Smart Utility”.  Please identify the allocation of this cost between the water and wastewater systems.
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