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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A.   My name is Robert K. Fullagar. My business address is: 485C Route 1 South, Suite 400, 2 

Iselin, New Jersey. 3 

Q.   WHAT POSITION DO YOU HOLD WITH TWIN LAKES UTILITIES, INC. 4 

  AND IS IT A FULL TIME POSITION? 5 

A.  I am the President of Twin Lakes Utilities, Inc. (“Twin Lakes” or “the Company”). It is 6 

not a full time position. I am a full-time employee of Middlesex Water Company 7 

(“Middlesex”), the current owner of Twin Lakes. 8 

Q.   PLEASE STATE YOUR EDUCATIONAL AND OPERATIONAL BACKGROUND. 9 

A. My educational and operational background, including my professional qualifications, 10 

are included in Appendix A. 11 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 12 

A. My testimony in this proceeding is to describe the operational challenges and risks to 13 

resiliency of the Twin Lakes system and to explain why, given these challenges, Twin 14 

Lakes cannot reasonably be expected to furnish and maintain adequate, efficient, safe and 15 

reasonable service and facilities now or in the future.  16 

Q. PLEASE PROVIDE A DESCRIPTION OF THE TWIN LAKES WATER SYSTEM.  17 

A. The Twin Lakes system now serves approximately 114 customers and is comprised of 18 

one functional well (Well #2), one non-functional well (Well #1), a small 19 

treatment/pumping station including an atmospheric 20,000 gallon storage tank integral 20 

to the station, approximately 3.7 miles of water main of various diameter and 21 

approximately 120 active and inactive service connections combined. 22 



Twin Lakes Statement No. 1 
 

{J2726328.2} 2 
 

Q. PLEASE PROVIDE A DESCRIPTION OF THE OPERATIONAL CHALLENGES 1 

AND RESILIENCY RISKS FACING THE TWIN LAKES WATER SYSTEM. 2 

A. The Twin Lakes system is continually plagued by excessive unaccounted-for water 3 

(“UFW”) loss, ranging from 50% to 87%, due to leaks within the distribution system. 4 

The leaks are the result of a combination of factors including age and quality of the 5 

original pipe material and poor quality workmanship associated with leak repairs prior to 6 

acquisition of the system by Twin Lakes. The excessive leakage rate causes the well to 7 

constantly over-pump which in turn, stresses the well to the point where its operational 8 

viability is at risk. The over pumping due to the excessive leak rate in the distribution 9 

system was a contributing factor in the collapse of Well #1 rendering it non-usable. 10 

Consequently, this condition has increased the stress on Well #2, the only remaining well 11 

serving Twin Lakes customers. The continued over-pumping of Well #2 is placing this 12 

well at increased risk of collapse as well as at risk of being under the influence of surface 13 

water from the adjacent lake. Due to lead action level exceedances incurred in 2019, 14 

treatment upgrades including pH adjustment and corrosion control may be necessary. The 15 

existing functional well is not operationally capable of accommodating said treatment 16 

upgrades. 17 

Q. PLEASE PROVIDE A DESCRIPTION OF ADDITIONAL OPERATIONAL 18 

CHALLENGES THAT HAVE ARISEN SINCE THE COMMENCEMENT OF THIS 19 

SECTION 529 PROCEEDING. 20 

A. Shohola Township Ordinance No. 59 prohibits the installation of private wells due to the 21 

potential of private wells becoming contaminated by adjacent septic systems. In the time 22 

Twin Lakes has owned the system, there have been occasions where a customer 23 
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petitioned the Shohola Township Board of Supervisors for a waiver from this ordinance 1 

to construct and install a private well on their property. In those instances, the Board of 2 

Supervisors would notify Twin Lakes of the petition and solicit Twin Lakes’ input into 3 

the petition prior to rendering a decision. Recently, it has been brought to Twin Lakes’ 4 

attention – not from the Board of Supervisors – that the Board has commenced granting 5 

new petitions for a waiver from Shohola Township Ordinance No. 59 without the 6 

knowledge, approval or support of the Company. These notifications have come to Twin 7 

Lakes either through customers contacting the Company to request to have their service 8 

terminated or, in the majority of these cases, through our part-time personnel on-site who 9 

are speaking with residents and monitoring conditions on the ground.  10 

  Termination of customer service in these circumstances is complex and requires 11 

careful coordination to minimize the potential for contamination of the public community 12 

water system due to backflow from private wells being installed. Distribution systems 13 

such as Twin Lakes are more vulnerable to microbial contamination through backflow 14 

from private wells due to the frail and extremely poor condition of the distribution system 15 

wrought with leaks. Each leak is an avenue for potential contamination by microbes, 16 

nitrates which can be lethal to certain high risk populations, and other contaminants 17 

associated with poorly maintained private septic disposal systems. As a result, when a 18 

customer requests termination of service from Twin Lakes due to the installation of a 19 

private well, Twin Lakes needs to disconnect the service lines of customers installing a 20 

private well. Disconnection of the service line is a public health and safety imperative 21 

and one that incurs additional significant costs to perform. These unanticipated costs – 22 

unanticipated as Shohola Township has not been notifying and coordinating with Twin 23 
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Lakes in advance of its decisions to grant exemptions from Ordinance No. 59 – 1 

significantly adversely impacts Twin Lakes’ cash position, the details of which are 2 

further described in the Direct Testimony of A. Bruce O’Connor. 3 

Q. CAN YOU DESCRIBE WHAT IMPROVEMENTS ARE NEEDED TO ADDRESS 4 

TWIN LAKES’ OPERATIONAL CHALLENGES AND RESILIENCY RISKS?  5 

A. The improvements needed to address Twin Lakes’ operational challenges and resiliency 6 

risks are estimated to cost $4.8 million and are comprised of the following: 7 

1. Completion of the Well #1 replacement project including permitting, construction 8 

of facilities associated with treatment, pumping, storage, controls, emergency 9 

standby power and connection of supply piping to the distribution system. 10 

2. Replacement of the entire distribution system including mains, valves, services 11 

and elimination of dead-ends. 12 

3. Rehabilitation of the entire Well #2 facility including design, permitting and 13 

construction of treatment, pumping, storage, associated controls and emergency 14 

standby power.  15 

Q.   ARE ALL OF THESE FUTURE IMPROVEMENTS NECESSARY TO PROVIDE 16 

SAFE, ADEQUATE, EFFICIENT AND REASONABLE SERVICE AND FACILITIES 17 

TO THE CUSTOMERS OF TWIN LAKES?  18 

A. Yes.  Based upon my knowledge of the system and my technical experience, all of the 19 

improvements described above are necessary, prudent and reasonable in order to provide 20 

safe, adequate and proper service for our Twin Lakes customers now and in the future. 21 
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Q.   CAN YOU DESCRIBE A SCENARIO WHEREBY THE FUNDS THAT TWIN LAKES 1 

RELIES UPON TO OPERATE AND REPAIR THE SYSTEMS COULD BE 2 

DEPLETED RAPIDLY? 3 

A. Yes. The funds that Twin Lakes relies upon for the operation and repair of the systems 4 

could easily be depleted by one additional leak. Generally, there is no such thing as a 5 

minor leak in the Twin Lakes system. Due to the extremely poor condition of the entire 6 

distribution system, a service line leak or broken plumbing in an abandoned premise 7 

might be enough to cause the entire system to lose all operating pressure and result in a 8 

prolonged, if not indefinite, interruption in service to all customers. Repairing even a 9 

simple service line leak could entail the removal of boulders the size of large lawn/garden 10 

tractors, the breaking and removal of solid bedrock and the extensive reconstruction of 11 

roadways and drainage systems due to the removal of boulders and bedrock. The repair 12 

of a single service line leak has the potential to fully deplete the working capital funds 13 

that are also used by Twin Lakes to make payroll, purchase sodium hypochlorite used for 14 

disinfection, pay for laboratory and compliance monitoring/reporting and pay the electric 15 

utility bills that keep the pumps on and the system pressurized. Each time a leak occurs 16 

and the system loses pressure, the potential for microbial contamination to enter the 17 

depressurized distribution system increases exponentially due to the extremely poor 18 

condition of the entire distribution system. Each hidden leak currently contributing to the 19 

excessive rate of UFW, no matter how small, becomes a pathway for microbial 20 

contamination and potential illness among the entire customer base each time the system 21 

loses pressure. In the event that Twin Lakes’ working capital is depleted and critical 22 

vendors are no longer willing to provide service for lack of payment by Twin Lakes, 23 
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Twin Lakes would notify its customers that the Company can no longer operate the 1 

system and this would result in the system being left in an unattended state. Furthermore, 2 

Twin Lakes would direct customers not to drink the water and to prepare in advance for 3 

the time when the system completely shuts down due to a power failure, an event that 4 

will result in the one remaining well (Well #2) not being able to pump enough water to 5 

keep the system pressurized. The above scenario does not account for a more severe 6 

event such as the collapse of the borehole in Well #2, which would in all likelihood 7 

immediately deplete all available Twin Lakes operating funds and also result in an 8 

extended outage lasting an indeterminate time.     9 

Q. WHAT MEASURES DID TWIN LAKES TAKE TO TRY AND ADDRESS THESE 10 

OPERATIONAL AND RESILIENCY CHALLENGES? 11 

A. Twin Lakes developed a five-year capital improvement plan to address the operational 12 

and resiliency challenges that I outlined above in this Direct Testimony, which the 13 

Company agreed to implement as part of the Joint Petition For Settlement filed in Twin 14 

Lakes’ 2015 rate case (Docket No. R-2015-2506337). Twin Lakes again submitted a 15 

five-year capital improvement plan as set forth in my Direct Testimony filed in Twin 16 

Lakes’ 2019 rate case (Docket No. R-2019-3010956). 17 

Q.  DID TWIN LAKES IMPLEMENT AND COMPLETE THE CAPITAL 18 

IMPROVEMENT PLANS IDENTIFIED IN THE 2015 AND 2019 RATE CASES? 19 

A. No. While Twin Lakes partially implemented these plans, the Company did not complete 20 

the capital improvements contained in these plans submitted in the prior rate cases.  For 21 

example, Twin Lakes failed to reduce its UFW levels by 10% in the first 18 months of 22 

the settlement period set forth in the Joint Petition for Settlement filed in the 2015 rate 23 
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case, and by additional 10% increments every 12 months thereafter. In addition, Twin 1 

Lakes was unable to replace Well #1 as mandated by the Joint Petition of Settlement filed 2 

in the 2015 rate case. Twin Lakes was unable to replace 4,000 feet of water main as 3 

mandated by the Joint Petition of Settlement (Twin Lakes has only replaced 4 

approximately 2,790 feet of water main) and Twin Lakes has been unable to file quarterly 5 

reports on the progress of its 5-Year Capital Improvement Plan as mandated by the 6 

Commission’s Opinion and Order, Ordering Clause number 11, issued in Twin Lakes’ 7 

2019 rate case docket (Docket No. R-2019-3010958) on March 26, 2020. 8 

Q. WHY DIDN’T TWIN LAKES FOLLOW THROUGH WITH THE COMPLETION OF 9 

THE CAPITAL IMPROVEMENT PLANS ASSOCIATED WITH THE PRIOR RATE 10 

CASES? 11 

A. Twin Lakes was unable to follow through with the completion of these Capital 12 

Improvement Plans because the Company received insufficient rate relief in both rate 13 

cases to enable Twin Lakes to execute these Plans. 14 

Q.  DID TWIN LAKES CONSIDER ANY ALTERNATIVES TO THE REPLACEMENT 15 

OF WELL #1 AND IF SO, WHY WERE THEY NOT ACTED UPON? 16 

A. Yes. Twin Lakes considered interconnecting with the nearest public-community system 17 

of Milford Township. This alternative was not deemed viable as a Twin Lakes 18 

interconnection with the Milford Township system would require a 5 to 6 mile long 19 

excavation in State Route 6 accompanied by the construction of booster pumping stations 20 

along this route due to the mountainous terrain. Twin Lakes also considered the 21 

installation of private wells for each customer. This alternative was deemed legally 22 

impossible as Shohola Township Ordinance No. 59 prohibits such private well 23 
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installations due to the potential for private wells to be contaminated by adjacent 1 

subsurface sanitary sewer disposal systems. While it appears that Shohola Township – 2 

without consulting with Twin Lakes – is beginning to rethink this prohibition, as I 3 

describe earlier in this Direct Testimony, the process for terminating the service of 4 

customers who receive permission to install private wells produces additional operational 5 

and financial challenges for the Company.      6 

Q. WHAT OPTIONS DID TWIN LAKES EXPLORE TO SUSTAIN THE OPERATIONAL 7 

VIABILITY OF THE UTILITY AND WHY WERE THEY NOT CONSIDERED TO BE 8 

VIABLE? 9 

A. Twin Lakes pursued two options to sustain the operational viability of the Twin Lakes 10 

system. The first option was an application for a grant through PENNVEST and the 11 

second option was the issuance of a Request for Proposals (RFP) for a third party to 12 

operate, maintain and manage the utility. On August 7, 2019, Twin Lakes submitted an 13 

application to PENNVEST to finance the five-year capital improvement plan. On January 14 

29, 2020, Twin Lakes was notified that PENNVEST had approved a grant of $4.66 15 

million. It was subsequently concluded that an award of the grant would be considered a 16 

Contribution In Aid of Construction (CIAC) that is subject to income tax under the Tax 17 

Cuts and Jobs Act of 2017. Therefore, an award of a PENNVEST grant of $4.66 million 18 

would carry with it an income tax liability of $1.358 million, all properly recoverable 19 

from Twin Lakes’ customers under the Commission’s long-standing regulatory compact. 20 

As a result of the tax implication and the unfavorable rate relief mentioned previously, 21 

Twin Lakes was, and to this day remains, unable to formally accept the PENNVEST 22 
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grant due to the added financial burden this would place on Twin Lakes’ customers and 1 

the history of inadequate rate relief awarded by the Commission.  2 

   As another alternative, Twin Lakes issued an RFP for the provision of contract 3 

operations, maintenance and management services for the Twin Lakes system on July 14, 4 

2020. The purpose of the RFP was to solicit proposals from numerous entities for the 5 

operation and maintenance of the Twin Lakes system following the anticipated departure 6 

of Middlesex as of the termination of the Service Agreement between Middlesex and 7 

Twin Lakes effective September 1, 2020. One proposal was submitted in response to the 8 

RFP by Farnham and Associates. Unfortunately, the proposal submitted by Farnham and 9 

Associates amounted to little more than a duplication of the laboratory compliance 10 

monitoring/reporting and Licensed Operator services agreement that is already provided 11 

to Twin Lakes by its current vendor. There was no mention or reference in Farnham’s 12 

proposal for the provision of after-hours and emergency responses, customer service and 13 

appointment functions, meter reading and utility oversight and management. As a result, 14 

Twin Lakes deemed Farnham’s proposal inadequate. 15 

Q. WHO HAS SERVED AS THE SOURCE OF TWIN LAKES’ OPERATIONAL AND 16 

FINANCIAL SUPPORT? 17 

A. Middlesex Water Company has served as the sole source of Twin Lakes’ operational and 18 

financial support since acquisition of the Twin Lakes system in 2009. Middlesex 19 

terminated financial support to Twin Lakes on May 28, 2020 based on Twin Lakes’ 20 

inability to honor its obligations under the terms of Promissory Notes executed between 21 

Middlesex and Twin Lakes. The Service Agreement between Middlesex and Twin Lakes 22 

that sets forth the terms of Middlesex’s operational support to Twin Lakes is scheduled to 23 
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terminate effective December 1, 2020 under the terms of a Third Amendment to that 1 

Agreement. 2 

Q. IF TWIN LAKES IS LEFT WITHOUT FINANCIAL AND OPERATIONAL SUPPORT 3 

FROM MIDDLESEX, WHAT IS LIKELY TO HAPPEN WITH RESPECT TO TWIN 4 

LAKES’ ABILITY TO FURNISH AND MAINTAIN SAFE AND REASONABLE 5 

SERVICE? 6 

A. Separate from the fact that as of May 28, 2020 Middlesex is no longer providing debt or 7 

equity capital to Twin Lakes, with the termination of operational support from 8 

Middlesex, Twin Lakes will no longer have a system operator. Twin Lakes will not only 9 

not have the ongoing ability to pay its vendors, but will also likely not have an operator 10 

on-site to ensure the system functions in a manner necessary to meet the basic needs 11 

associated with delivering water service. Without a Licensed Operator and without 12 

financial support, Twin Lakes will unfortunately have no possible means to maintain 13 

water quality or distribute water of any quality to its customers and therefore water 14 

service will likely cease. This cessation of service is highly likely whether Twin Lakes 15 

were to proactively shut off water service to customers or not proactively shut off water 16 

service and keep the system operating. With respect to the latter – if Twin Lakes keeps 17 

the system operating – this would result in the system being left in an unattended state 18 

and result in the customer notification process whereby customers would be advised not 19 

to drink the water and to prepare in advance for the time when the system completely 20 

shuts down due to loss of treatment, water quality assurance, loss of power, significant 21 

leaks and well borehole collapse as I detailed earlier in this Direct Testimony.  22 

 23 
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Q. DOES THIS CONCLUDE YOUR TESTIMONY AT THIS TIME? 1 

A. Yes, it does.2 
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~ ROBERT K. FULLAGAR, P.E. ~ 

 
 

 
 
SUMMARY OF QUALIFICATIONS 
 
Over 25 years of diverse experience in water supply/wastewater utility operations 
management, subsidiary executive administration and consulting engineering. Expertise in 
areas including but not limited to infrastructure resiliency; regulatory compliance; operational 
risk management; emergency management; business continuity program development and 
implementation; development of resiliency and security best practices; asset management and 
system rehabilitation. 
 
 
EXPERIENCE 
 
 Middlesex Water Company (2019 to present) – Vice President of Operations 
  

Establishes the vision in accordance with the core values of the Enterprise and develops 
strategic plans to drive performance and achieve all levels of compliance within the regulated 
operating units and the unregulated business units. Oversees and administers the operation, 
maintenance, rehabilitation and construction of water and wastewater infrastructure associated 
with the entire operations portfolio. Responsible for the operating expense budgets and capital 
project delivery across the Enterprise.  

  
Emergency Management and Security Committee Chair (2005 to present) 
Safety Committee Chair (2011 to present) 
 

Directs and administers corporate functions relating to operational resiliency, 
safety, security, emergency management and business continuity.   

 
  
Middlesex Water Company (1997 to 2018) - Director of Distribution  
  

Directs and administers the operation and maintenance of infrastructure associated with 
the transmission and distribution (T&D) network, retail/wholesale customer meter 
management, field services, T&D network construction, capital improvement planning 
and program implementation, fleet and building maintenance 
management/administration.  
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Utility Service Affiliates (2009 to 2018) - Subsidiary Vice President of Operations 

 
Utility Service Affiliates is a wholly-owned, unregulated subsidiary of Middlesex 
Water Company. Provides executive-level administration and oversight of 
subsidiary business functions associated with utility operation and regulatory 
compliance contracts for the Borough of Highland Park and Township of 
Monroe.  

 
Twin Lakes Utilities, Inc. (2019 to present) – Subsidiary President 

(2009 to 2018) - Subsidiary Vice President of Operations 
 

Twin Lakes Utilities, Inc. is a wholly-owned, regulated subsidiary of Middlesex 
Water Company. Provides executive-level administration and oversight of 
subsidiary business functions including but not limited to regulatory compliance, 
capital program development/delivery, rate case proceedings and utility 
operations. 

 
 
 
     U.S. Water L.L.C (1994 – 1997) - Senior Project Manager, Project Manager 
 

Managed the utility operations, regulatory compliance, capital and expense budgets; 
associated with potable water and sanitary wastewater systems at various municipalities 
in New Jersey, including but not limited to those in North Brunswick Township and 
Howell Township. 

 
 
 
     CFM Associates, Inc. (1990 - 1994) - Staff Engineer 
 

Performed engineering analysis, evaluation and design associated with potable water 
treatment/distribution and sanitary wastewater treatment/collection projects. 

 
 
 
     Killam Associates, Inc. (1989-1990) - Staff Engineer 
 

Performed engineering analysis, evaluation and design associated with hazardous waste 
remediation projects. 
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PROFESSIONAL LICENSES, QUALIFICATIONS AND AWARDS 
 
New Jersey Professional Engineer (#39457) 1995 
Pennsylvania Professional Engineer (#050207) 1995 
New Jersey Water Treatment Plant Operator, Classification T4 (#20380) 1998 
New Jersey Water Distribution System Operator, Classification W4 (#19108) 1998 
New Jersey Wastewater Collection System Operator, Classification C2 (#15373) 1995 
New Jersey Industrial Wastewater Treatment Plant Operator, Classification N2 (#4681) 1993 
Pennsylvania Waterworks Operator, Classification WA1 (#W8072) 1996 
Pennsylvania Sewage Treatment Plant Operator, Classification SA1 (#T2043) 1996 
U.S. Department of Homeland Security – SECRET Level Clearance 
New Jersey Incident Management Level 3 Certification 
New Jersey State Firefighter II 
Lead NJ Fellow - Class of 2015 
American Water Works Association – New Jersey Section, 2016 Meritorious Operator Award 
 
PROFESSIONAL AFFILIATIONS 
 

 New Jersey Office of Homeland Security and Preparedness - Infrastructure Advisory 
Committee (IAC) Water and Wastewater Systems Sector Chair (2016 to present) 

 New Jersey Utility Association – Operations Committee, vice Chair (2014 to present) 
 New Jersey Section American Water Works Association – Licensed Operator 

Committee (2016 to 2019) 
 American Water Works Association 
 American Society of Civil Engineers 
 National Fire Protection Association 
 ASIS International 

 
 
EDUCATION 
 
     B.S. Civil Engineering - New Jersey Institute of Technology, Newark, New Jersey 
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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. A. Bruce O’Connor, 485C Route One South, Iselin, New Jersey 08830.  2 

Q. WHAT POSITION DO YOU HOLD WITH TWIN LAKES UTILITIES, INC. AND IS 3 

IT A FULL-TIME POSITION? 4 

A. I am the Vice President and Treasurer of Twin Lakes Utilities, Inc. (“Twin Lakes” or the 5 

“Company”). It is not a full-time position. I am a full-time employee of Middlesex Water 6 

Company (“Middlesex”), the current owner of Twin Lakes. 7 

Q. CAN YOU PROVIDE YOUR EDUCATIONAL AND PROFESSIONAL 8 

EXPERIENCE? 9 

A. I have attached my resume as Appendix A. 10 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 11 

 A. The purpose of my testimony is to demonstrate that Twin Lakes is financially incapable 12 

of complying with the requirements of Section 1501 of the Pennsylvania Public Utility 13 

Code.  14 

Q. CAN YOU PROVIDE BACKGROUND INFORMATION ON THE FINANCIAL 15 

CAPACITIES AND LIMITATIONS OF TWIN LAKES, BOTH PAST AND 16 

PRESENT? 17 

A. Twin Lakes was acquired by its current owner in 2009. The Twin Lakes system provides 18 

water service to the community known as Sagamore Estates located in Shohola 19 

Township, Pike County, Pennsylvania.  Prior to acquiring Twin Lakes, the Middlesex 20 

team was in frequent communication with Pennsylvania Public Utility Commission 21 

(“Commission”) Staff regarding long-standing service deficiencies affecting the Twin 22 

Lakes system. At that time, the system was subject to frequent boil water advisories 23 
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issued by the Pennsylvania Department of Environmental Protection and water service 1 

was frequently suspended due to numerous operational problems. Middlesex received 2 

strong encouragement and support from Commission Staff to acquire the Twin Lakes 3 

system to avoid the exercise of State control over the system. As part of the newly-4 

formed Twin Lakes Utilities, Inc., a wholly-owned subsidiary of Middlesex, the 5 

Commission required the installation of water meters for all customers as a condition of 6 

its approval of the acquisition. Middlesex agreed to this condition. 7 

Q. SUBSEQUENT TO THE ACQUISITION, WERE ADDITIONAL CAPITAL 8 

IMPROVEMENTS REQUIRED? 9 

A. Yes. Initially, Twin Lakes installed the meters at all customer service locations in 10 

accordance with the Commission Order as a condition for approving the transfer of 11 

ownership. Soon after Twin Lakes began operating the system, it became apparent that 12 

the condition of the water system was significantly poorer than had been represented by 13 

the former owner, or had been visible from the inspection and assessment that was part of 14 

the operational due diligence work performed prior to the purchase. After the meters 15 

were installed and an annual meter reading database was established, the Company was 16 

able to calculate a non-revenue, or unaccounted-for, water usage percentage. This critical 17 

metric unveiled the true extensive amount of leakage within the water distribution system 18 

and foreshadowed the operational and financial challenges that have plagued Twin Lakes 19 

since its inception. Improvements necessary to maintain basic safe and reliable service 20 

have continuously been made by the Company since being acquired by Middlesex in 21 

2009.  22 

Q. HOW DID TWIN LAKES PAY FOR THESE IMPROVEMENTS? 23 
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A. Initially, Middlesex provided the needed working capital and funds for utility plant 1 

investment to Twin Lakes in the form of debt and equity capital. But within less than 18 2 

months after the change of ownership, Twin Lakes management recognized that existing 3 

customer rates were insufficient to support the system operations and the large 4 

investment needed to adequately repair all the leaks. In early June 2011, Twin Lakes filed 5 

a petition with the Commission seeking to increase customer rates by 370%. 6 

Simultaneously, the Company began what has become a nine-year effort to identify and 7 

implement a viable solution to ensure uninterrupted quality water service to the Twin 8 

Lakes customers at affordable rates. 9 

Q. IN ADDITION TO THE 2011 RATE MATTER, HOW MANY BASE RATE 10 

INCREASE REQUESTS HAS TWIN LAKES MADE TO THE COMMISSION? 11 

A. Two. One in 2015 and one in 2019. 12 

Q. WHAT IMPACT HAS THAT HAD ON CUSTOMERS’ BILLS? 13 

A. A customer bill in 2009, when the system was acquired by Middlesex, was $282.00 per 14 

year.  With the most recent rate change approved by the Commission in early 2020, an 15 

average annual customer bill will rise to $2,210.64. 16 

Q. HOW HAVE THE IMPROVEMENTS MADE BY TWIN LAKES IMPACTED 17 

SERVICE QUALITY FOR THE CUSTOMERS? 18 

A. Both before and after acquisition of the system, Twin Lakes established an ongoing 19 

dialogue with the Sagamore Estates Property Owners Association. We educated our 20 

customers about what they should expect from our company in terms of service quality 21 

and the resulting rate impact. Twin Lakes continues to work very hard to ensure that 22 

water quality meets all required regulatory standards and that the supply, treatment and 23 
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distribution systems are maintained in a manner that not only ensures appropriate water 1 

quality but also, helps ensure the reliability of water service.  Unfortunately, the 2 

distribution system’s state of disrepair and related financial challenges have stifled Twin 3 

Lakes’ ability to provide adequate service at an affordable rate. 4 

Q. CAN YOU EXPAND ON YOUR PREVIOUS STATEMENT REGARDING A VIABLE 5 

SOLUTION TO PROVIDE WATER SERVICE TO THE TWIN LAKES CUSTOMERS 6 

AT AFFORDABLE RATES? 7 

A. Since 2011, Twin Lakes has made significant efforts to identify a workable solution to 8 

ensure that customers receive adequate service at reasonable rates. Shortly after the 9 

Company filed its June 2011 rate increase petition, Aqua America (“Aqua”) and Twin 10 

Lakes management engaged in a discussion regarding acquisition of the water system by 11 

Aqua. As part of a due diligence program, Twin Lakes provided financial records and 12 

hosted a November 2011 on-site inspection by Aqua representatives. Despite repeated 13 

attempts to re-engage Aqua after the onsite inspection, there was no response from the 14 

Aqua due diligence team. On and off for the next four years, Company officials contacted 15 

Aqua officials in an attempt to restart the acquisition dialogue without success.  16 

   In approximately 2013, a discussion was held with a representative of American 17 

Water Works Company (“American”), the parent company of Pennsylvania American 18 

Water Company, regarding any interest in acquiring Twin Lakes. Given the size of the 19 

system, there was no interest expressed by American in performing due diligence or 20 

pursuing a transaction.  21 

   In late 2014, Company officials investigated the possibility of installing individual 22 

wells for each of the approximately 115 customers served by Twin Lakes at that time. 23 
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Because many of the lot sizes in the community did not allow for adequate clearance 1 

between the septic system and a well, this solution was not deemed viable. 2 

   In April 2015, Company senior executives travelled to Harrisburg, Pennsylvania to 3 

meet with the then Chairman of the Commission. The sole purpose of this meeting was 4 

Twin Lakes’ request for Commission assistance in identifying a system take-over 5 

solution that would mitigate the inevitable need for the Company to petition the 6 

Commission for another triple digit increase in base rates for the residents of the 7 

Sagamore Estates community.  There were no remedies identified other than to file a 8 

petition for a rate increase. On November 11, 2015, Twin Lakes filed a petition for an 9 

increase in base rates of 257%. 10 

  In August 2017, a Company senior official met with the Office of Consumer 11 

Advocate (OCA) to disclose ongoing system failure risk due to the loss of the back up 12 

well supply and the inability to procure a new well site. The purpose of Twin Lakes’ 13 

meeting with the OCA was to request assistance in identifying a system take-over 14 

solution that would mitigate the risk of losing the only source of supply serving the 15 

residents of the Sagamore Estates community, as well as the need for another inevitable 16 

petition to the Commission for another request for a triple digit increase in base rates. 17 

Subsequently, senior Company officials held informal conversations with senior 18 

executives of Aqua and American. These conversations failed to produce a successful 19 

outcome. 20 

  In November 2017, senior Company officials met with representatives of 21 

Commission Staff in Harrisburg, Pennsylvania to provide an update on the ongoing 22 

system failure risk due to the loss of the back up well supply. In this meeting, Twin Lakes 23 
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again requested the Commission’s assistance in identifying a system take-over solution 1 

that would mitigate the risk of losing the only source of supply serving the residents of 2 

the Sagamore Estates community as well as the need for another inevitable petition to the 3 

Commission for another triple digit increase in base rates. 4 

  On February 26, 2018, Twin Lakes issued a letter to two senior Commission Staff 5 

members (Mr. Paul Diskin and Mr. Richard Kanaskie), the Acting Consumer Advocate 6 

and the Small Business Advocate informing them of the emergent need to undertake 7 

system improvements that would incur just and reasonable costs increasing Twin Lakes 8 

customers’ annual water bills to over $4,000. Twin Lakes went on to state in this letter 9 

that given this need and the size of the bill increase to Twin Lakes customers, the 10 

Company had three options on how it could practically proceed. These three options were 11 

(1) file a petition for abandonment of the Twin Lakes system franchise; (2) file for 12 

emergency rate relief; or (3) identify a larger investor-owned water utility better 13 

positioned to make these necessary improvements to the Twin Lakes system. 14 

  On October 23, 2018, Twin Lakes filed a Petition For Abandonment with the 15 

Commission (Docket No. A-2018-3005590). On October 25, 2018, the Commission 16 

rejected Twin Lakes’ Petition For Abandonment. 17 

In November 2019, senior Company officials began a dialogue with Utilities, Inc. 18 

Shortly thereafter Utilities, Inc. performed operational and financial due diligence on 19 

water system but did not move forward to pursue a transaction. 20 

Q. HAS TWIN LAKES CONSIDERED THE APPOINTMENT OF A RECEIVER TO 21 

OPERATE THE SYSTEM? 22 
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A. Yes. Twin Lakes fully supported the OCA’s August 18, 2020 Petition for Issuance of an 1 

Emergency Order on an Expedited Basis in this proceeding. The OCA Petition sought the 2 

appointment of Aqua as a receiver for the Twin Lakes system.  However, the 3 

Commission’s September 22, 2020 Opinion and Order rejected the Petition and no 4 

receiver was appointed. 5 

Q. WHY DID MIDDLESEX STOP PROVIDING FINANCIAL SUPPORT OF TWIN 6 

LAKES? 7 

A. To Middlesex, it became clear in the findings of the Commission Order rendered in the 8 

2019 Twin Lakes rate case matter that no matter what level of investment needed for, or 9 

expenses incurred for, operation of the Twin Lakes system, there was no indication that 10 

the Commission would allow rates to be set at a level that would enable recovery of 11 

prudently incurred costs and expenses.  That level of risk for investing in a regulated 12 

public utility is unreasonable, unrealistic and unconscionable. 13 

Q. HAS TWIN LAKES EVER SOUGHT TO ESTABLISH AN INDEPENDENT CREDIT 14 

RELATIONSHIP WITH A FINANCIAL INSTITUTION? 15 

 A. Part of the role of a Chief Financial Officer is to develop and maintain relationships with 16 

existing and potential investors and lenders. Over the last thirty years, I have brought 17 

numerous requests to financial institutions for stand-alone credit arrangements for small 18 

companies Middlesex has purchased that had a better risk profile than Twin Lakes. And 19 

each time, these institutions required a guarantee from Middlesex. I approached the same 20 

institutions with Twin Lakes’ financial statements and received the same response. 21 

Q. HOW LIKELY IS IT THAT TWIN LAKES WILL SOON NOT HAVE THE ABILITY 22 

TO PAY FOR ITS OPERATING EXPENSES AND SYSTEM REPAIR EXPENSES?  23 



 
Twin Lakes Statement No. 2 

 

{J2726325.2} 8 
 

A. In my opinion, Twin Lakes is one or two pipe leaks away from complete financial and 1 

operational failure. 2 

Q. CAN YOU EXPAND ON THAT STATEMENT?  3 

A. Yes. The table below represents the latest estimate of projected cash flows for the next 4 

three months. 5 

10/31/20 11/30/20 12/31/20 01/31/21
Cash Balance - Beginning 25,869$        25,869$        13,785$        2,251$          
Inflows - Billing Receipts 34,621          11,540          11,540          33,846          

Outflows - Expenses(1) (22,815)         (23,624)        (23,074)        (23,316)        
Cash Balance - Ending 25,869$        13,785$        2,251$          12,781$        
  Includes operating & debt service expenditures

/---Projected Cash Flow---\

 6 

The projected cash flows do not contemplate repair costs for any type of large surfacing 7 

leak or main break.  It is not uncommon for those types of repairs on the Twin Lakes 8 

system to exceed $10,000.  So, if there are large repair costs and Twin Lakes is unable to 9 

pay the contractor, the next pipe leak will probably go unattended since in all likelihood 10 

the contractor will not dispatch a crew to make the repair if payment has not been made 11 

on the first leak repair invoice. 12 

Q. WHAT ARE THE CONSEQUENCES OF NOT REPAIRING A LEAK?  13 

A. If there is a delay in repairing a leak, the leak will likely worsen until such time that the 14 

system will lose all pressure and customers will have no water until the leak is located 15 

and repaired. But if there is no contractor to locate and fix the leak, there is no water 16 

available to the customers. 17 

Q. WHAT ELSE CAN HAPPEN IF THERE IS NO WORKING CAPITAL?  18 

A. Twin Lakes would not be able to pay its part-time employee and would also be unable to 19 

pay the Licensed Operator. 20 
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Q. DOES THIS CONCLUDE YOUR TESTIMONY?  1 

A. Yes. 2 
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PROFESSIONAL QUALIFICATIONS OF  
A. BRUCE O’CONNOR, C.P.A. 
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management program, and maintain banking relations.  Develop and execute long-range 
financial plans, recommend type of financing, and coordinate documentation with investment 
bankers and attorneys.  In addition, all financial based regulatory filings and customer service are 
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Deloitte & Touche LLP 
1984 - 1990; Staff Auditor to Tax Manager - Specialization in public utilities. 
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American Institute of Certified Public Accountants 
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EDUCATION 
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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. A. Bruce O’Connor, 485C Route One South, Iselin, New Jersey 08830.  2 

Q. HAVE YOU PREVIOUSLY SUBMITTED DIRECT TESTIMONY IN THIS 3 

PROCEEDING? 4 

A. Yes. 5 

Q. HAVE YOU REVIEWED THE DIRECT TESTIMONIES FILED BY THE OTHER 6 

PARTIES TO THIS PROCEEDING? 7 

A. Yes. 8 

Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 9 

 A. The purpose of my rebuttal testimony is to address the direct testimonies filed by Mr. 10 

Christopher Keller and Mr. Esyan Sakaya on behalf of the Pennsylvania Public Utility 11 

Commission’s Bureau of Investigation and Enforcement (“I&E”) and, more specifically, 12 

to address I&E’s review of the Petition of Twin Lakes Utilities, Inc. (“Twin Lakes”) for a 13 

Commission Order Authorizing the Acquisition of Twin Lakes Utilities, Inc. by a 14 

Capable Public Utility Pursuant to 66 Pa. C.S.  §529 (“Twin Lakes Petition”) and Mr. 15 

Keller’s and Mr. Sakaya’s position that Twin Lakes does not meet all criteria in Section 16 

529 of the Public Utility Code. 17 

Q. CAN YOU SUMMARIZE THE POSITIONS OF MR. KELLER AND MR. SAKAYA 18 

WITH RESPECT TO THE TWIN LAKES PETITION? 19 

A. Yes. Mr. Keller and Mr. Sakaya collectively conclude that the Twin Lakes Petition meets 20 

all of the six elements of Section 529(a) warranting acquisition of Twin Lakes by a 21 

capable public utility with the exception of one element – Section 529(a)(3). Section 22 

529(a)(3) permits the Commission to order an acquisition of a small water utility by a 23 
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capable public utility if the Commission determines that the small water utility cannot 1 

reasonably be expected to furnish and maintain adequate, efficient, safe and reasonable 2 

service and facilities in the future. Mr. Keller and Mr. Sakaya conclude that because in 3 

their view Twin Lakes can reasonably be expected to furnish and maintain adequate, 4 

efficient, safe and reasonable service and facilities in the future, Twin Lakes does not 5 

meet the criteria set forth in Section 529(a)(3) and Twin Lakes’ Petition should therefore 6 

be denied. 7 

Q. WHAT IS THE BASIS FOR MR. KELLER’S AND MR. SAKAYA’S 8 

DETERMINATION THAT TWIN LAKES DOES NOT MEET THE CRITERIA SET 9 

FORTH IN SECTION 529(a)(3)? 10 

A. Section 529(a) sets forth the six elements that must be met before the Commission can 11 

order an acquisition under Section 529. Section 529(c) sets forth six factors that the 12 

Commission considers when making its determination that the six elements of Section 13 

529(a) have been met. One of those six factors is set forth in Section 529(c)(1), which is 14 

the financial, managerial and technical capability of the small water utility. Mr. Keller 15 

and Mr. Sakaya conclude that Middlesex Water Company (“Middlesex”), the parent 16 

company of Twin Lakes, has the financial, managerial and technical capability to furnish 17 

and maintain adequate, efficient, safe and reasonable service for the customers of Twin 18 

Lakes. As a result, according to Mr. Keller and Mr. Sakaya, Twin Lakes does not meet 19 

the criteria set forth in Section 529(a)(3) to qualify for relief under Section 529.  20 

Q. DO YOU AGREE WITH MR. KELLER’S AND MR. SAKAYA’S FINDINGS, 21 

DETERMINATIONS AND RECOMMENDATIONS? 22 
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A. No, I do not because Mr. Keller and Mr. Sakaya evaluate the wrong entity in analyzing 1 

the Twin Lakes Petition under Section 529(a)(3) and (c)(1). Middlesex is a New Jersey 2 

corporation. It is incorporated in New Jersey. Its principal place of business is in New 3 

Jersey. Middlesex is not a Pennsylvania corporation. It is not registered to do business in 4 

the Commonwealth of Pennsylvania. It is not a jurisdictional utility in the 5 

Commonwealth of Pennsylvania. Middlesex is not the entity that entered into the Asset 6 

Purchase Agreement to acquire the Twin Lakes system on November 3, 2009 and is not 7 

the entity listed on the Recorded Deed, recorded on November 9, 2009, as the owner of 8 

the Twin Lakes system. In short, it is my understanding based on the advice of legal 9 

counsel that Middlesex is a foreign corporation to the Commonwealth of Pennsylvania 10 

not subject to its jurisdiction and therefore cannot serve as the entity to be evaluated 11 

under Section 529(a)(3). Furthermore, based on this understanding, Middlesex has no 12 

legal or regulatory responsibility to provide financial or operational support to Twin 13 

Lakes. 14 

Q. WHAT IS THE CORRECT ENTITY TO EVAULATE UNDER SECTION 529(a)(3) 15 

AND (c)(1)? 16 

A. Twin Lakes Utilities, Inc. is the correct entity and must be evaluated on its own merits. 17 

Twin Lakes is a Pennsylvania corporation and the jurisdictional utility in Pennsylvania. It 18 

is subject to the jurisdiction of the Commonwealth of Pennsylvania inclusive of the 19 

Commission. Twin Lakes has been recognized as the jurisdictional utility by the 20 

Commission since 2009, through three rate cases (in 2011, 2015 and 2019) and through 21 

present day. In every rate case, regulatory proceeding and compliance outreach, the 22 
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Commission has in word and in action acknowledged and treated Twin Lakes as the 1 

jurisdictional utility in Pennsylvania regulated by the Commission. 2 

Q. MR. KELLER STATES ON PAGES 4 AND 5 OF HIS DIRECT TESTIMONY THAT 3 

MIDDLESEX WAS GRANTED A CERTIFICATE OF PUBLIC CONVENIENCE IN 4 

2009 TO BEGIN SERVING THE THEN-EXISTING CUSTOMERS OF THE TWIN 5 

LAKES SYSTEM AND OFFERS A DOCUMENT IN I&E EXHIBIT NO. 2,  6 

SCHEDULE 1 THAT PURPORTS TO BE A CERTIFICATE OF PUBLIC 7 

CONVENIENCE. IS THAT A CORRECT STATEMENT AND A LEGITIMATE 8 

EXHIBIT DOCUMENT PRESENTED BY MR. KELLER? 9 

A. No, it is not a correct statement and the exhibit document does not resemble any executed 10 

Commission document pertaining the to the Twin Lakes water system. 11 

Q. CAN YOU EXPLAIN THIS CONCLUSION?  12 

A. Yes, I can. First, it is my understanding based on the advice of legal counsel that all 13 

authentic, valid and binding Certificates of Public Convenience are signed by the 14 

Secretary of the Commission. Looking at the document in I&E Exhibit No. 2, Schedule 15 

1, one can see that the space above the Commission Secretary’s signature block is blank. 16 

Second, the date set forth on this document is February 26, 2009, which is the same date 17 

the Commission issued its Order approving the acquisition of the Twin Lakes system at 18 

Docket No. A-2008-2050092. This Order, however, required the completion of two 19 

conditions subsequent before the Commission would issue a Certificate of Public 20 

Convenience. The first condition was that a Notice of Closing had to be provided to the 21 

Commission upon the closing of the acquisition (an event that on February 26, 2009 had 22 

not yet occurred; in fact, the closing did not occur until November 3, 2009). The second 23 
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condition was that Twin Lakes had to file within ten days of the date of the closing a new 1 

tariff adopting the rules, rates and regulations contained in the up-to-then present tariff of 2 

the predecessor owner. Only when those two conditions were met would a Certificate of 3 

Public Convenience be issued to Twin Lakes and a Certificate of Abandonment be issued 4 

to the predecessor owner, Twin Lakes Water Services, LLC. Because these events had 5 

not yet occurred as of February 26, 2009, it is impossible that the Commission could have 6 

issued a Certificate of Public Convenience on that date, without all the preconditions 7 

completed, notwithstanding the fact that the exhibit document provided by I&E is not 8 

signed and is therefore not valid. 9 

Q. TO YOUR KNOWLEDGE, HAS A CERTIFICATE OF PUBLIC CONVENIENCE 10 

EVER BEEN ISSUED WITH RESPECT TO THE ACQUISITION OF THE TWIN 11 

LAKES SYSTEM IN 2009? 12 

A. To the best of my knowledge, information and belief and for reasons unknown to me, the 13 

Commission did not issue a Certificate of Public Convenience to Twin Lakes or a 14 

Certificate of Abandonment to Twin Lakes’ predecessor, Twin Lakes Water Services, 15 

LLC in, or after, 2009. However, since 2009, in matters brought before the Commission 16 

by Twin Lakes, the Commission has repeatedly acknowledged Twin Lakes as the 17 

jurisdictional public utility that owns the Twin Lakes system serving customers in 18 

Sagamore Estates. 19 

Q. FOR WHAT PURPOSE DID MR. KELLER REFER TO THE UNEXECUTED 20 

CERTIFICATE OF PUBLIC CONVENIENCE IN I&E EXHIBIT NO. 2, SCHEDULE 21 

1? 22 
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A. Mr. Keller was attempting to show that the Certificate of Public Convenience was issued 1 

to Middlesex rather than Twin Lakes (I&E St. No. 2 at 4-5).  As I explained, this 2 

Certificate was never officially issued.  In addition, as discussed further below and in the 3 

attached Exhibit ABO-1, initially the Commission’s records erroneously referred to 4 

Middlesex as the owner of the Twin Lakes system. This error was corrected through a 5 

filing submitted on April 4, 2011 and a subsequent Secretarial Letter issued on May 17, 6 

2011.1 7 

Q. IN THEIR DIRECT TESTIMONIES, BOTH MR. KELLER AND MR. SAKAYA 8 

CHARACTERIZE MIDDLESEX AS THE OWNER OF THE TWIN LAKES SYSTEM 9 

IN DETERMINING THAT MIDDLESEX IS A CAPABLE PUBLIC UTILITY. IS THIS 10 

CHARACTERIZATION ACCURATE? 11 

A. No, it is not. From its very first communication seeking Commission approval of the 12 

acquisition of the Twin Lakes system, Middlesex was fully transparent that the entity 13 

acquiring the system, Twin Lakes Utilities, Inc., would be a wholly-owned subsidiary of 14 

Middlesex and that Twin Lakes would be incorporated in the Commonwealth of 15 

Pennsylvania. This was clearly stated in Middlesex’s February 26, 2008 letter application 16 

first seeking Commission approval of the acquisition, where it was clearly stated that the 17 

proposed acquisition anticipated “the creation of a regulated Pennsylvania wholly-owned 18 

subsidiary of the MWC” that would later become Twin Lakes Utilities, Inc. This was 19 

clearly reflected in the formation of Twin Lakes Utilities, Inc. on April 6, 2009 20 

concomitant with the filing of its Articles of Incorporation with the Pennsylvania 21 

Department of State Bureau of Corporations. It is further reflected in the November 3, 22 

                     
1  Docket No. A-2008-2050092. 
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2009 Asset Purchase Agreement and November 9, 2009 Recorded Deed that clearly set 1 

forth Twin Lakes Utilities, Inc. as the owner and titleholder of the assets acquired from 2 

Twin Lakes Water Services, LLC. It is further reflected in the tariff Twin Lakes filed 3 

with the Commission on November 16, 2009. It is further reflected in the April 4, 2011 4 

and May 17, 2011 correspondence between Middlesex and the Commission where 5 

Middlesex sought and received from the Commission a corrective acknowledgement that 6 

Twin Lakes is the owner of the Twin Lakes system, not Middlesex. Twin Lakes’ 7 

ownership of the system and status as the jurisdictional utility in Pennsylvania has been 8 

fully disclosed to, and acknowledged by, the Commission in three subsequent rate cases 9 

in 2011, 2015 and 2019. 10 

Q. HAS TWIN LAKES MORE RECENTLY POINTED OUT THIS ERRONEOUS 11 

LABELING OF MIDDLESEX AS THE OWNER OF THE TWIN LAKES SYSTEM? 12 

A. Yes. I am attaching as exhibits to this testimony Twin Lakes’ July 1, 2020 responses to 13 

the Set I Data Requests M-3 and M-18 issued by the Commission’s Bureau of Technical 14 

Utility Services in Docket No. M-2020-3020390, the predecessor to this current docket. 15 

These responses are attached as Exhibits ABO-1 and ABO-2, respectively. These 16 

discovery responses were incorporated by reference in the Twin Lakes Petition and 17 

contain the documents that I just referenced in the answer immediately above. Many of 18 

these documents are also provided as Appendices to the Twin Lakes Petition itself. 19 

Q. DO YOU AGREE WITH MR. KELLER’S AND MR. SAKAYA’S FINDINGS WITH 20 

RESPECT TO THEIR EVALUATION OF FINANCIAL AND TECHNICAL 21 

CAPABILITIES UNDER SECTION 529(c)(1)? 22 
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A. No, I do not. Both Mr. Keller and Mr. Sakaya acknowledge that Twin Lakes’ sole source of 1 

financing and operational support has been Middlesex, but go on to conclude that Middlesex, 2 

and not Twin Lakes, must be the entity evaluated under Section 529(c)(1). This analysis and 3 

conclusion defy reality. Middlesex is not a jurisdictional utility in the Commonwealth of 4 

Pennsylvania, as has been demonstrated numerous times to the parties throughout this 5 

proceeding. Middlesex is not the owner of this system – Twin Lakes Utilities, Inc. is the 6 

owner. Middlesex is not a financial institution and the Commonwealth of Pennsylvania 7 

cannot compel Middlesex to lend money to, or make further equity investments in, Twin 8 

Lakes, or to continue to provide the services it has provided to Twin Lakes under the Service 9 

Agreement past that Agreement’s expiration date. As such, Mr. Keller and Mr. Sakaya are 10 

incorrect that an investigation of the financial and technical capability criteria under Section 11 

529(c)(1) must center on an entity that is under no legal or regulatory obligation to provide 12 

financial or operational support to Twin Lakes now or in the future. 13 

As detailed in Mr. Fullagar’s and my Direct Testimonies in this proceeding, absent the 14 

financial and operational backing of Middlesex, Twin Lakes is at best one or two pipe leaks 15 

away from complete operational and financial failure, and consequently complete and 16 

indefinite disruption of service to the Twin Lakes customers. Middlesex has already ceased 17 

financial support to Twin Lakes as of May 28, 2020, and Twin Lakes has been unable to 18 

establish an independent credit relationship with a financial institution. Middlesex is under no 19 

obligation to provide operational support to Twin Lakes following expiration of the Service 20 

Agreement on January 1, 2021. The evidence is clear that Twin Lakes, as the sole small water 21 

utility entity that should be measured under Section 529(a)(3) and (c)(1), does not have the 22 
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financial or technical capability to furnish and maintain adequate, efficient, safe and 1 

reasonable service and facilities in the future.  2 

Q. WITH REPSECT TO MANAGERIAL CAPABILITY, MR. KELLER AND MR. 3 

SAKAYA NOTE THAT THE OFFICERS AND DIRECTORS OF TWIN LAKES ALSO 4 

SERVE AS OFFICERS OR DIRECTORS OF MIDDLESEX AND POSSESS THE 5 

MANAGERIAL EXPERTISE TO PROVIDE ADEQUATE, EFFICIENT, SAFE AND 6 

REASONABLE SERVICE TO THE CUSTOMERS OF TWIN LAKES. DOES THIS 7 

CHANGE YOUR ANSWER TO THE PREVIOUS QUESTION? 8 

A. No, it does not. Mr. Keller and Mr. Sakaya conclude that the officers and directors of 9 

Twin Lakes possess managerial expertise to provide safe and adequate service to Twin 10 

Lakes and they single out Mr. Fullagar in particular as one whose experience and 11 

capabilities are, as stated in their testimonies, “beyond reproach.” Those are very 12 

complimentary things to say and Mr. Keller’s and Mr. Sakaya’s comments are 13 

appreciated. Unfortunately, as discussed in both Mr. Fullagar’s and my Direct 14 

Testimonies, the challenges facing Twin Lakes are far greater than the managerial 15 

expertise of any one Officer, or group of Officers, no matter how experienced or talented, 16 

absent the financial and operational support of Middlesex. Absent the financial backing 17 

and operational support of Middlesex, Twin Lakes alone does not have the financial or 18 

technical capability to operate the system in a manner that does not necessitate Section 19 

529 relief. The managerial expertise of the Directors and Officers of Twin Lakes in no 20 

way changes that reality. 21 
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Q. MR. KELLER STATES ON PAGE 19 OF HIS DIRECT TESTIMONY THAT NO 1 

OTHER CAPABLE PUBLIC UTILITY “CAN BRING MORE TO THE TABLE” 2 

THAN MIDDLESEX. DO YOU AGREE WITH MR. KELLER’S STATEMENT? 3 

A. No, I do not. The most concerning aspect of this case has been I&E’s decision to ignore 4 

the reality that Twin Lakes cannot continue to serve its customers in Sagamore Estates 5 

because it does not have the financial capability to pay for the necessary improvements or 6 

the managerial capability necessary to provide adequate, efficient, safe and reasonable 7 

service to those customers. Even if, assuming for the sake of argument, Twin Lakes was 8 

financially capable of providing adequate service going forward, a public utility has the 9 

right under the regulatory compact to recover a return of, and a return on, its prudent 10 

investments. The Commission has, however, made it obvious in its final Order in the 11 

2019 Twin Lakes rate case that affordability of rates would be given supreme priority 12 

over allowing Twin Lakes an opportunity to recover the investments needed, as such 13 

need has been acknowledged by the Commission, to upgrade the Twin Lakes system, a 14 

system that requires millions of dollars in upgrades. Assuming access to debt and equity 15 

capital were even available to Twin Lakes, no responsible public utility can risk making 16 

investments in a system where it clearly would not be allowed a reasonable opportunity 17 

to recover its investment. Yet, by precluding this opportunity under the banner of 18 

affordability of rates, the Commission has placed Twin Lakes in this precise position 19 

where it cannot adequately meet its service obligations to its customers. 20 

For Mr. Keller to state that no other utility can bring more to the table than 21 

Middlesex – a foreign corporation not subject to Commission jurisdiction – is simply not 22 

accurate. A Pennsylvania public utility such as Aqua Pennsylvania, Inc. (“Aqua”), has a 23 
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large Pennsylvania customer base over which Aqua can spread these costs with a 1 

miniscule impact on any individual customer’s bill, as roughly calculated by OCA 2 

witness Morgan DeAngelo on pages 4 and 5 of her Direct Testimony. This is not a fact 3 

any party in this proceeding has disputed. Aqua’s ability to spread these costs over a 4 

large Pennsylvania customer base also adequately addresses the Commission’s strong 5 

policy of ensuring the affordability of customer rates and high quality of service in a 6 

manner Twin Lakes’ continued ownership of the system cannot. 7 

Q. DO YOU HAVE ANY ADDITIONAL OBSERVATIONS CONCERNING THE 8 

DIRECT TESTIMONIES SPONSORED BY I&E AND THE OTHER PARTIES TO 9 

THIS PROCEEDING? 10 

A. Yes. None of the parties in this matter dispute that Twin Lakes has met the criteria set 11 

forth in Section 529(a)(1), (2), (4), (5) and (6) warranting Commission approval of 12 

Section 529 relief. All parties to this proceeding acknowledge the dire condition of the 13 

Twin Lakes system and the related significant risks to its customers. They also 14 

acknowledge Twin Lakes’ longstanding efforts, with assistance from OCA, to find 15 

solutions for the long-term benefit of Twin Lakes’ customers. All parties acknowledge 16 

that Aqua is more than capable of acquiring and operating the system in compliance with 17 

applicable statutory and regulatory standards and in a manner that can protect the 18 

affordability of service to, and the health and safety of, the Twin Lakes customers. I&E 19 

stands alone as the only party opposing Twin Lakes’ request for the granting of Section 20 

529 relief.  I&E’s position ignores the reality that transferring ownership and operation of 21 

the Twin Lakes system to a well-respected and eminently capable company who can 22 

provide significantly greater service quality at lower rates is in the customers’ best 23 
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interest and is the only plausible solution to ensure that these customers will receive safe 1 

and adequate service going forward.  I&E’s position is based on a clearly incorrect 2 

argument that Middlesex, and not Twin Lakes, is the jurisdictional public utility in 3 

Pennsylvania and should therefore be required to continue to provide financial and 4 

operational support to Twin Lakes in perpetuity.  This position is unfounded and 5 

ultimately to the detriment of Twin Lakes’ customers. 6 

Q. DOES THIS CONCLUDE YOUR TESTIMONY?  7 

A. Yes.  8 
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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. A. Bruce O’Connor, 485C Route One South, Iselin, New Jersey 08830.  2 

Q. HAVE YOU PREVIOUSLY SUBMITTED DIRECT TESTIMONY AND REBUTTAL 3 

TESTIMONY IN THIS PROCEEDING? 4 

A. Yes. 5 

Q. HAVE YOU REVIEWED THE REBUTTAL TESTIMONIES FILED BY THE OTHER 6 

PARTIES TO THIS PROCEEDING? 7 

A. Yes. 8 

Q. WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY? 9 

A. The purpose of my surrebuttal testimony is to address the rebuttal testimonies filed by 10 

Mr. William C. Packer and Mr. Stephen Clark on behalf of Aqua Pennsylvania, Inc. 11 

(“Aqua”) and, more specifically, to address Mr. Packer’s and Mr. Clark’s position that 12 

the Commission should not order Aqua to acquire Twin Lakes Utilities, Inc. (“Twin 13 

Lakes”) pursuant to Section 529 of the Public Utility Code. 14 

Q. CAN YOU SUMMARIZE THE POSITIONS OF MR. PACKER AND MR. CLARK 15 

WITH RESPECT TO THE TWIN LAKES PETITION? 16 

A. Yes. Mr. Packer and Mr. Clark state that the Commission should not order Aqua to 17 

acquire the Twin Lakes system pursuant to Section 529. Mr. Packer and Mr. Clark go on 18 

to state that any acquisition of the Twin Lakes system by Aqua should only be authorized 19 

if Aqua and Twin Lakes voluntarily complete negotiations and Aqua files an application 20 

with the Commission to acquire the Twin Lakes system. 21 

 22 



 
Twin Lakes Statement No. 2-SR 

 

{J2781809.2} 2 
 

Q. WHAT IS THE BASIS FOR MR. PACKER’S AND MR. CLARK’S POSITION THAT 1 

THE COMMISSION SHOULD NOT REQUIRE AQUA TO ACQUIRE THE TWIN 2 

LAKES SYSTEM PURSUANT TO SECTION 529? 3 

A. Mr. Packer and Mr. Clark conclude that because, in their view, Middlesex Water 4 

Company (“Middlesex”), the parent company of Twin Lakes, has the financial, 5 

managerial and technical capability to operate the Twin Lakes system, Twin Lakes 6 

therefore does not qualify for Section 529 relief. 7 

Q. DO YOU AGREE WITH MR. PACKER’S AND MR. CLARK’S POSITION? 8 

A. No, I do not. As I stated in my Rebuttal Testimony, Middlesex is not the correct entity to 9 

evaluate with respect to Twin Lakes’ Petition for Section 529 relief. As has been stated 10 

numerous times in testimony, discovery and earlier briefing, Middlesex is a New Jersey 11 

corporation. It is incorporated in New Jersey. Its principal place of business is in New 12 

Jersey. Middlesex is not a Pennsylvania corporation. It is not registered to do business in 13 

the Commonwealth of Pennsylvania. It is not a jurisdictional utility in the 14 

Commonwealth of Pennsylvania. It is my understanding, based on the advice of legal 15 

counsel, that Middlesex is a foreign corporation to the Commonwealth of Pennsylvania 16 

not subject to its jurisdiction. Middlesex therefore cannot serve as the entity to be 17 

evaluated under Section 529 and any argument that Middlesex has the financial, 18 

managerial and technical capability to operate the Twin Lakes system is therefore 19 

irrelevant. Furthermore, based on this understanding, Middlesex has no legal or 20 

regulatory responsibility to provide financial or operational support of any kind to Twin 21 

Lakes. 22 
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Twin Lakes Utilities, Inc., a Pennsylvania corporation, is the title owner of the Twin 1 

Lakes system, the jurisdictional utility in Pennsylvania subject to this Commission’s 2 

jurisdiction, and the only legitimate entity to be evaluated under Section 529 in this 3 

proceeding. 4 

Q. MR. PACKER AND MR. CLARK ACCUSE MIDDLESEX OF USING SECTION 529 5 

TO IMPROPERLY FORCE AQUA TO PAY MORE THAN IT IS WILLING TO PAY 6 

TO EXTRACT ADDITIONAL VALUE OUT OF A “FINANCIALLY POOR 7 

PERFORMING SYSTEM.” DO YOU AGREE WITH THIS ACCUSATION? 8 

A. No, I do not. First, I will note that prior to December 21, 20201 I was not privy to any 9 

information as to what price Aqua or any other capable public utility would or would not 10 

be willing to pay to acquire the Twin Lakes system and to the best of my knowledge, 11 

information and belief, no officer or employee of Twin Lakes or its affiliates were aware 12 

prior to December 21, 2020 of a price Aqua or any other capable public utility would be 13 

willing to pay to acquire the Twin Lakes system now or in the future. Any accusation that 14 

Middlesex is somehow improperly plotting to force Aqua or any other capable public 15 

utility to pay more than it is willing to pay for the Twin Lakes system is as baseless as it 16 

is irrelevant. Middlesex is not the petitioner or a party in this Section 529 proceeding. 17 

Twin Lakes is the jurisdictional utility in Pennsylvania serving the customers of 18 

Sagamore Estates and therefore, the appropriate party seeking Section 529 relief in this 19 

proceeding. The issue to be decided in this proceeding is whether Twin Lakes, on its own 20 

merits, has met the elements for Section 529 relief. 21 

                     
1  The parties to this proceeding held an initial settlement conference on December 21, 2020. 
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 Second, with all due respect, since Mr. Packer and Mr. Clark are not attorneys, they are 1 

not qualified to pass judgment on what constitutes a proper or improper use of Section 2 

529. It is my understanding, based on the advice of legal counsel, that Section 529 does 3 

not preclude small water utilities who are affiliated with a larger parent company from 4 

seeking or obtaining Section 529 relief. It is also my understanding, based on the advice 5 

of legal counsel, that Section 529 does not preclude the Commission from granting relief 6 

to small water utilities solely because of who their corporate parent is or because of that 7 

corporate parent’s financial and operational capabilities, separate and apart from the 8 

small water utility. Based on these understandings, Twin Lakes’ petition seeking Section 9 

529 relief in this case is proper. 10 

Third, Mr. Packer and Mr. Clark are not officers or employees of Middlesex and 11 

therefore, do not possess the standing to pass judgment on what Middlesex’s motives 12 

may or may not be relative to Twin Lakes’ request for Section 529 relief. Middlesex is 13 

under no legal or regulatory obligation to provide financial or operational support to 14 

Twin Lakes now or in the future regardless of whether or not the Commission grants 15 

Twin Lakes’ petition for Section 529 relief. Middlesex’s motives, whatever they may or 16 

may not be, are irrelevant to this proceeding. Whether Twin Lakes on its own merits has 17 

met the elements for Section 529 proceeding is the only relevant issue the Commission 18 

must ultimately determine. 19 

Finally, Mr. Packer’s and Mr. Clark’s speculation as to Middlesex completely ignores the 20 

substantial record evidence already produced in this proceeding showing that Twin Lakes 21 

has sought Section 529 relief not as a first resort and not as a vehicle to somehow extract 22 

“additional value” out of a capable public utility, but as an absolute last resort after all 23 
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numerous options – including the very voluntary arms-length negotiations that Mr. 1 

Packer and Mr. Clark are now calling for in their rebuttal testimonies, and that included 2 

prior negotiations with Aqua – were explored, attempted and exhausted. 3 

Q. MR. PACKER RECOMMENDS ON PAGES 7 AND 8 OF HIS REBUTTAL 4 

TESTIMONY THAT IF THE COMMISSION WERE TO ORDER AQUA TO 5 

ACQUIRE THE TWIN LAKES SYSTEM UNDER SECTION 529 THEN IT SHOULD 6 

CONDITION THE ACQUISITION ON MIDDLESEX SETTING ASIDE FUNDS IN 7 

AN ESCROW ACCOUNT TO OFFSET THE COSTS OF REPLACING AND 8 

REMEDIATING EXISTING INFRASTRUCTURE NOT COVERED BY PENNVEST. 9 

DO YOU CONCUR WITH THIS RECOMMENDATION?  10 

A. No, I do not. In his rebuttal testimony, Mr. Packer accuses Middlesex, in a veiled 11 

manner, of gaming the Section 529 process to extract additional value for the Twin Lakes 12 

system and in doing so, force Aqua to pay a higher price than it is willing to pay. 13 

Ironically, Mr. Packer’s recommendation places Aqua in the position of improperly using 14 

this Section 529 proceeding to extract from Middlesex that which is ultimately the 15 

province of the capable public utility selected to acquire the small water utility system 16 

under Section 529 – the cost of replacing and remediating the Twin Lakes system. If the 17 

Commission orders Aqua to acquire the Twin Lakes system pursuant to Section 529, 18 

Aqua will have the opportunity to request recovery of the system replacement and earn a 19 

reasonable return on the prudently incurred investments. Regardless, as already 20 

demonstrated on the record numerous times in this proceeding, Middlesex is not the 21 

jurisdictional utility in Pennsylvania and the Commonwealth of Pennsylvania cannot 22 

legally compel Middlesex to lend money to Twin Lakes, make further equity investments 23 
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in Twin Lakes, or set aside money in an escrow account, either directly or as a condition 1 

for the Section 529 relief, on behalf of Twin Lakes. Based on these facts, Mr. Packer’s 2 

recommendation is as impractical as it is inappropriate under Section 529. 3 

Q. CAN YOU ADDRESS MR. CLARK’S STATEMENT ON PAGE 11 OF HIS 4 

REBUTTAL TESTIMONY WHERE HE STATES “I DISAGREE WITH MR. 5 

O’CONNOR’S CLAIM THAT MIDDLESEX, AS THE OWNER OF TWIN LAKES, 6 

HAS BEEN DENIED THAT OPPORTUNITY [TO EARN A REASONABLE RETURN 7 

ON ITS PRUDENTLY INCURRED INVESTMENTS AND EXPENSES] BY THE 8 

COMMISSION?” 9 

A. Yes. Mr. Clark makes two meritless assertions for his out-of-context claim that 10 

Middlesex is the entity being denied the opportunity to earn a return and recover cost.  11 

First, Twin Lakes is the jurisdictional utility in Pennsylvania and is the entity, not 12 

Middlesex, that petitioned the Commission in 2019 for rate relief for investments and 13 

expenses associated with operating the Twin Lakes system. Twin Lakes is the entity that, 14 

after participating in a fully litigated base rate increase matter, was ordered by the 15 

Commission to set customer rates at a level that, in Middlesex’s opinion, would not 16 

enable Twin Lakes to recover prudent investments and expenses, ultimately to the 17 

detriment of Twin Lakes’ customers. The Commission made it obvious in its final Order 18 

in the 2019 Twin Lakes rate case that affordability of rates would be given supreme 19 

priority over allowing Twin Lakes an opportunity to recover its prudent investments, 20 

holding that enabling Twin Lakes a fair opportunity “results in customers not being able 21 
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to afford water utility service.”2 It was this Commission decision that led Middlesex to 1 

conclude that this level of risk for further investing in this regulated public utility is 2 

unreasonable, unrealistic and unconscionable. Middlesex’s financial condition is 3 

irrelevant as to whether there is an opportunity to earn a fair return and recover costs 4 

incurred by Twin Lakes.   5 

Second, Mr. Clark incorrectly states that Middlesex is a capable public utility. Section 6 

529(m) defines “capable public utility” as “A public utility…which is not an affiliated 7 

interest of the small water utility.” In this proceeding, Twin Lakes is the small water 8 

utility and Middlesex, the parent company of Twin Lakes, is an affiliated interest of the 9 

small water utility. In addition to Middlesex not being a Pennsylvania corporation or a 10 

jurisdictional utility in the Commonwealth of Pennsylvania, Middlesex does not meet the 11 

definition of a capable public utility under Section 529. 12 

Q. MR. CLARK STATES ON PAGE 5 OF HIS REBUTTAL TESTIMONY THAT THE 13 

UNANTICIPATED COSTS RELATED TO THE DISCONNECTION OF SERVICE 14 

LINES TO ACCOMMODATE CUSTOMER INSTALLATION OF PRIVATE WELLS 15 

“FURTHER SHOWS THE RISK OF REQUIRING [AQUA] TO ACQUIRE THE 16 

[TWIN LAKES] SYSTEM.” DO YOU AGREE WITH MR. CLARK’S STATEMENT? 17 

A. No, I do not. Actually, these costs further demonstrate the risk to customers of Aqua not 18 

being required to acquire the Twin Lakes system under Section 529. As I stated in my 19 

Rebuttal Testimony, Aqua has a large Pennsylvania customer base over which Aqua can 20 

presumably spread these costs, under regulatory precedent in the Commonwealth of 21 

                     
2 Pennsylvania Public Utility Comm’n et al. v. Twin Lakes Utilities, Inc., Opinion and Order, Docket No. R-2019-
3010958 (Pa. P.U.C. Mar. 26, 2020) at 73. 
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Pennsylvania, with a miniscule impact on any individual Aqua customer’s bill. That goes 1 

to the very heart of the affordability issue described in the Commission Order in the 2019 2 

Twin Lakes base rate case matter.  This miniscule impact on existing Aqua customers is 3 

an undisputed fact that Aqua, the Pennsylvania Office of Consumer Advocate and the 4 

Pennsylvania Public Utility Commission Bureau of Investigation and Enforcement have 5 

already acknowledged in the testimonies of their sponsoring witnesses.  6 

By contrast, Twin Lakes serves approximately 114 customers, constituting a far smaller 7 

customer base than Aqua’s over which these costs would be spread at a far higher impact 8 

on the individual Twin Lakes customer’s bill. From the perspectives of the theoretical 9 

customer bill impact and the very definite future continuity of service impact, the risk to 10 

Twin Lakes’ customers of Aqua not being required to acquire the Twin Lakes system 11 

under Section 529 is extraordinary.  12 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 13 

A. Yes. 14 
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Q. WOULD YOU PLEASE STATE YOUR NAME AND BUSINESS 1 

ADDRESS? 2 

A. My name is Esyan A. Sakaya.  My business address is 400 North Street, 3 

Harrisburg, PA 17120. 4 

 5 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 6 

A. I am employed by the Pennsylvania Public Utility Commission (“Commission”) in 7 

the Bureau of Investigation and Enforcement (“I&E”) as a Fixed Utility Valuation 8 

Engineer. 9 

 10 

Q. WHAT IS YOUR EDUCATIONAL AND PROFESSIONAL 11 

BACKGROUND? 12 

A. My education and professional background are set forth in Appendix A, which is 13 

attached. 14 

 15 

Q. PLEASE DESCRIBE THE ROLE OF I&E IN RATE PROCEEDINGS. 16 

A. I&E is responsible for protecting the public interest in proceedings before the 17 

Commission.  The I&E analysis in the proceeding is based on its responsibility to 18 

represent the public interest.  This responsibility requires the balancing of the 19 

interests of ratepayers, the regulated utility, and the regulated community as a 20 

whole.  21 
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Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY? 1 

A. The purpose of my direct testimony is to provide support for I&E’s position that 2 

the Commission should deny the Petition of Twin Lakes Utilities, Inc. (“Twin 3 

Lakes” or “Company”) for a Commission Order Authorizing the Acquisition of 4 

Twin Lakes Utilities, Inc. by a Capable Public Utility pursuant to Pa. C.S. Section 5 

529 (“Twin Lakes 529 Petition” or “529 Petition”) and the Section 5291 6 

investigation associated with Twin Lakes  water service serving the consumers 7 

located in the Sagamore Estates community in Shohola Township, Pike County, 8 

Pennsylvania.   9 

 10 

Q. DOES YOUR TESTIMONY INCLUDE AN EXHIBIT? 11 

A. Yes. 12 

 13 

Q. WHAT IS SECTION 529? 14 

A. Section 529 of the Public Utility Code authorizes the Commission to conduct an 15 

investigation into whether the Commission should order the acquisition of a small 16 

water or sewer utility by a capable public utility.  Section 529(a) sets forth six 17 

elements or criteria that must be met before the Commission will consider 18 

ordering the acquisition.2  Section 529(c) also sets forth certain others factors3 to 19 

 
1 66 Pa. C.S. § 529.   
2  66 Pa. C.S. § 529(a)(1)-(6).   
3  66 Pa. C.S. § 529(c)(1)-(6).  These factors are inherently considered during the discussion regarding the elements 

in Section 529(a) and are not overtly individually discussed.  
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be considered by the Commission in making its determination as to whether the 1 

elements in Section 529(a) are met.     2 

 3 

Q. WHAT ELEMENTS OF SECTION 529 WILL YOUR TESTIMONY 4 

ADDRESS? 5 

A. My testimony will specifically address elements (1) through (3) of Section 529(a), 6 

which relate to safety, adequacy, and efficiency associated with the provision of 7 

services offered by Twin Lakes to its customers.  I&E witness Christopher Keller 8 

will address Section 529(a) elements (3) through (6) in I&E Statement No. 2.   9 

 10 

Q. DESCRIBE PUBLIC UTILITY CODE SECTION 529(a) ELEMENTS (1) 11 

THROUGH (3). 12 

A. Generally, Section 529 states that the Commission may order a capable public 13 

utility to acquire a small water utility if the Commission determines that six 14 

factors are met.  The first three factors are as follows:   15 

(1) that the small water utility is in violation of statutory or regulatory 16 

standards, including but not limited to, the Clean Streams Law, the Pennsylvania 17 

Sewage Facilities Act, and the Pennsylvania Safe Drinking Water Act, and 18 

regulations adopted thereunder, which affect the safety, adequacy, efficiency or 19 

reasonableness of the service provided by the small water utility; 20 

(2) that the small water utility has failed to comply, within a reasonable period 21 

of time, with any order of the Department of Environmental Resources or the 22 
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Commission concerning the safety, adequacy, efficiency or reasonableness of 1 

service …; and,  2 

(3) that the small water utility cannot reasonably be expected to furnish and 3 

maintain adequate, efficient, safe and reasonable service and facilities in the 4 

future.   5 

 6 

Q. TO PROVIDE SOME BACKGROUND CONTEXT, BRIEFLY DESCRIBE 7 

THE ACQUISITION OF TWIN LAKES WATER LLC BY MIDDLESEX 8 

WATER COMPANY IN 2008. 9 

A. In May of 2008, the Middlesex Water Company (“Middlesex”) and Twin Lakes 10 

Water Company LLC4 filed a Joint Application (“Joint Application”) for the 11 

transfer by sale of the property and rights of the existing Twin Lakes Water 12 

Company LLC to Middlesex, including the request to allow Middlesex to provide 13 

public water service to Sagamore Estates.5  Middlesex stated further: 14 

 The Middlesex Water Company (MWC) is a New Jersey Corporation 15 
established in 1897 and headquartered in Iselin, New Jersey.  MWC 16 
and its subsidiaries provide regulated and unregulated water, 17 
wastewater and related services in New Jersey, Delaware and has just 18 
recently received permission to provide water and wastewater 19 
services in Maryland.  The Company is currently seeking permission 20 
to provide service in Pennsylvania. 6   21 

 
4  Twin Lakes Water Company LLC was the previous owner of the Twin Lakes water system.   
5  Joint Application of Middlesex Water Company and Twin Lakes Water Service, LLC for Approval of (1) the 

transfer by sale of Twin Lakes to Middlesex; (2) the right of Middlesex to begin to offer, render, furnish and 
supply water service to the public in Sagamore Estates, Shohola Township, Pike County; and (3) the abandonment 
of public water service by Twin Lakes, (“Joint Application”), Docket Nos. A-2008-2050092; A-2008-2050089, 
Order Entered March 2, 2009.   

6  Joint Application, Middlesex, Docket No. A-2008-2050092, ¶ 4.   
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MWC wishes to expand its service territory into Pennsylvania.7   1 

 The Commission entered its Order (“Joint Application Order”) on March 2, 2009, 2 

“authorizing Middlesex Water Company to begin to offer, render, furnish, or 3 

supply water service to the public in the Sagamore Estates development, located in 4 

Shohola Township, Pike County.”8  Twin Lakes is the wholly owned subsidiary of 5 

the Middlesex.9   6 

 7 

Q. BRIEFLY DESCRIBE THE TWIN LAKES WATER DISTRIBUTION 8 

SYSTEM. 9 

A. The Twin Lakes water distribution system services the Sagamore Estates 10 

community in Shohola Township, Pike County, Pennsylvania.  As Twin Lakes 11 

stated in its 2019 base rate case, the water distribution system consists of ground 12 

water being pumped from a single well to a 20,000-gallon underground storage 13 

tank.  Raw water is then disinfected, and potable water is pumped out of the tank 14 

by a booster pump into a 3.7-mile system of distribution mains to a residential 15 

customer base of approximately 114.10    16 

 
7  Joint Application, Middlesex, Docket No. A-2008-2050092, ¶ 21.   
8  Joint Application Order, Docket No. A-2008-2050092, Ordering ¶ 2.  
9  Twin Lakes 529 Petition, ¶ 3.  
10 Twin Lakes St. No. 3, pp. 1-2 (RKF) (R-2019-3010958). 
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Q. PROVIDE A BRIEF OVERVIEW OF YOUR SECTION 529 1 

INVESTIGATION. 2 

A. My Section 529 investigation of Twin Lakes Utilities includes data and exhibits 3 

from the Middlesex website, past Commission filings by Twin Lakes and 4 

Middlesex, PA Department of Environmental Protection (“PA-DEP” or “DEP”) 5 

water quality reports, public comments from the 2019 rate case, and annual reports 6 

submitted by the Company to the Commission. 7 

 8 

Q. DISCUSS YOUR INVESTIGATION AND FINDINGS AS THEY RELATE 9 

TO WHETHER TWIN LAKES IS IN VIOLATION OF STATUTORY OR 10 

REGULATORY STANDARDS AS REFERENCED IN SECTION 529(a)(1). 11 

A. The condition of the Twin Lakes system has been the subject of litigation and 12 

review by the Commission in past cases before the Commission.  In the Twin 13 

Lakes 2019 base rate case, the parties presented a great deal of testimony and 14 

documentary evidence; and, the Commission engaged in a lengthy discussion in its 15 

final Opinion and Order (“Opinion and Order”) regarding the quality of service.11  16 

Specifically the Commission stated:  17 

 … the Company is advised that, in view of the Company’s past failure 18 
to meet commitments, the Commission will take all the necessary 19 
steps to require the Company’s compliance with its obligations under 20 
the Code, to ensure that Twin Lakes’ customers are provided safe and 21 
reliable water service.  22 

 
11  Opinion and Order, Docket No. R-2019-3010958, Order entered March 26, 2020, pp. 48-66.    
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 We note here our serious concern regarding the evidence of record 1 
revealing the poor and worsening condition of the system operated by 2 
Twin Lakes.  It is undisputed in the record that the system’s Well No. 3 
1 is collapsed and non-usable and Well No. 2’s operational viability 4 
is at risk due to the stress on it caused by over-pumping.  The UFW 5 
levels ranged from 78.7%-82.9% in 2015-2018.  See, ALJ’s Finding 6 
of Fact (FOF) Nos. 6-12, 15, 24-25. 12 7 

 8 
Also discussed in the Commission’s Opinion and Order13 was a November 9 

2019 PA-DEP notice that alerted customers that drinking water was concentrated 10 

with Lead and what they should do to reduce exposure which I have provided as 11 

I&E Ex. No.1, Sch 1.  In the past decade, Twin Lakes has had Lead/Copper tests 12 

conducted on drinking water in 2010, 2013, 2016, 2019 and 2020.14  A review of 13 

the PA-DEP drinking water website shows that besides the presence of Lead, 14 

elevated levels of Copper have been detected in the drinking water from 2010 to 15 

2020.  In 2010 testing, the Company only had one issue with the violation of the 16 

Lead/Copper rule as a September 2010 test revealed elevated levels of Copper.15  17 

In 2013 testing, no Lead/Copper violation issues were encountered.16  In 2016, the 18 

only violation involved elevated Copper being detected in the water during a 19 

sample test conducted in July of that year.17  Finally, as of now, the 2020 issues 20 

have involved elevated levels both Lead and Copper in the drinking water.18  21 

Besides a historic problem involving Lead/Copper infiltration in the distribution 22 

 
12 Opinion and Order, p. 65.   
13 See Opinion and Order, p. 50.   
14 I&E Ex. No. 1, Sch. 2, p. 1. 
15 I&E Ex. No. 1, Sch. 2, p. 2, line 5. 
16 I&E Ex. No. 1, Sch. 2, p. 3. 
17 I&E Ex. No. 1, Sch. 2, p. 4, line 3. 
18 I&E Ex. No. 1, Sch. 2, p. 6, lines 8 and 35. 
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system, the Company has been cited 9-times since 2016 with contamination 1 

violations from DEP.19  2 

In 2016, the Company was cited with three violations: 3 

1. January 21, 2016 - DEP issued a Notice of Violation because the 4 

groundwater was not properly treated.20 5 

2. December 16, 2016 - DEP issued Twin Lakes a Notice of Violation 6 

because the Company failed to properly collect or analyze routine 7 

samples.21 8 

3. December 16, 2016 - DEP issued Twin Lakes a Notice of Violation 9 

because the Company failed to monitor, or report specified 10 

contaminants in the water distribution system.22 11 

In 2018, the Company was cited with three violations: 12 

1. January 22, 2018 - DEP issued Twin Lakes a Notice of Violation 13 

because the Company failed to monitor, or report specified 14 

contaminants in the water distribution system.23 15 

2. January 22, 2018 - DEP issued Twin Lakes a Notice of Violation 16 

because the Company failed to properly collect or analyze routine 17 

samples.24 18 

 
19 I&E Ex. No. 1, Sch. 3, pp.1-2. 
20 I&E Ex. No. 1, Sch. 3, p. 2, line 9. 
21 I&E Ex. No. 1, Sch. 3, p. 2, line 8. 
22 I&E Ex. No. 1, Sch. 3, p. 2, line 7. 
23 I&E Ex. No. 1, Sch. 3, p. 2, line 5. 
24 I&E Ex. No. 1, Sch. 3, p. 2, line 4. 
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3. August 20, 2018 - DEP issued a Notice of Violation because Twin 1 

Lakes did not submit a Consumer Confidence Report (CCR) 2 

regarding the quality of drinking water.25 3 

In 2019, the Company was cited with one violation:  4 

1. August 21, 2019 - DEP issued a R3 Violation because Twin Lakes 5 

failed to either collect weekly disinfectant residual and/or failure to 6 

monitor disinfection monthly.26 7 

In 2020, the Company has been cited with two violations:  8 

1. June 25, 2020 - DEP issued a R3 Violation because Twin Lakes 9 

failed to either collect weekly disinfectant residual and/or failure to 10 

monitor disinfection monthly.27 11 

2. October 20, 2020 - DEP issued a R3 Violation because Twin Lakes 12 

failed to either collect weekly disinfectant residual and/or failure to 13 

monitor disinfection monthly.28 14 

Despite being granted rate increases three times over the past 10-years, the 15 

Company has done a poor job in preventing the presence of contaminants in the 16 

drinking water being supplied to customers.   17 

 
25 I&E Ex. No. 1, Sch. 3, p. 2, line 6. 
26 I&E Ex. No. 1, Sch. 3, p. 2, line 3. 
27 I&E Ex. No. 1, Sch. 3, p. 2, line 1. 
28 I&E Ex. No. 1, Sch. 3, p. 2, line 2. 
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Q. DID YOU DISCOVER ADDITIONAL CONDITIONS DOCUMENTED 1 

WITHIN THE TWIN LAKES WATER DISTRIBUTION SYSTEM THAT 2 

MAY BE IN VIOLATION OF STATUTORY OR REGULATORY 3 

STANDARDS?  4 

A. Yes.  A review of the Company’s annual reports from 2010-2019 shows that Twin 5 

Lakes has not resolved the excessive amounts of unaccounted-for water noted in 6 

the Company’s past three rate cases.  As reported in the Company’s annual report 7 

on December 31, 2010, the Company claimed that it produced 23,795,021 gallons 8 

of water, but only sold 3,595,615 gallons.  Of the 23,795,021 gallons of water 9 

produced by the Company throughout that calendar year, 20,199,406 gallons were 10 

unaccounted for which translates into a loss of 84.9% water of water produced that 11 

year.29  Then in 2011, the end of year annual report claimed the Company 12 

purchased 23,947,137 gallons of water for the year.  However, out of that total 13 

amount, the Company only was only able to calculate 3,695,625 gallons of water 14 

were used by customers during the entire year.  As a result of excessive leaks in 15 

their water distribution system, almost 18-million gallons of water were 16 

unaccounted for which showed an end-of-year-loss of 82.9%.30  The annual report 17 

of 2012 showed that despite the Company being granted a three year phase-in of 18 

rates that would eventually total approximately $42,000 and an agreement that the 19 

Company would reduce the amount of unaccounted for water by 10% a year for 20 

 
29 I&E Ex. No. 1, Sch. 4, p. 1, col B, lines 4, 22, and 35. 
30 I&E Ex. No. 1, Sch. 4, p. 2, col B, lines 4, 22, and 35. 
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five years past rate case R-2011-2246415.31  Twin Lakes failed to comply with the 1 

terms established at that time as UFW for 2012 reached close to 20-million gallons.32  2 

Annual reports for 2013, 2014 showed a trend of UFW that showed levels that were 3 

86.3%33 and 86.7%.34  Then in the annual report for 2015, the rate of UFW went 4 

down to 82.1%35 as the Company started producing less water which created an 5 

appearance that their UFW problem was being resolved.  The annual report of 2016 6 

showed that despite the Company being granted another three year phase-in of 7 

rates that would eventually total approximately $125,000, with an agreement that 8 

the Company would upgrade parts of its distribution system which included 9 

replacing a collapsed Well in hopes that the system would become more efficient 10 

by reducing the levels of UFW36. However, the percentage of UFW for 2016 11 

reached over to 12-million gallons37.  The amounts of UFW were lower in 201738 12 

and 201839 as the Company appeared to have made some of the infrastructure 13 

improvements agreed upon in their R-2015-2506337 Joint Settlement Agreement.  14 

Lastly the level of UFW did not improve in 2019 despite the Company seeking 15 

revenue relief in rate from case R-2019-3010958 as UFW in 2019 reached 84.5%40. 16 

Overall, Twin Lakes has not dealt with the issue of UFW since produced the water 17 

 
31 R-2011-2246415 Recommended Decision, pp. 9-10. 
32 I&E Ex. No. 1, Sch. 4, p. 3, col B, lines 4, 22, and 35. 
33 I&E Ex. No. 1, Sch. 4, p. 4, col B, lines 4, 22, and 35. 
34 I&E Ex. No. 1, Sch. 4, p. 5, col B, lines 4, 22, and 35. 
35 I&E Ex. No. 1, Sch. 4, p. 6, col B, lines 4, 22, and 35. 
36 R-2015-2506337 Recommended Decision, pp. 9-10. 
37 I&E Ex. No. 1, Sch. 4, p. 7, col B, lines 4, 22, and 35. 
38 I&E Ex. No. 1, Sch. 4, p. 8, col B, lines 4, 22, and 35. 
39 I&E Ex. No. 1, Sch. 4, p. 9, col B, lines 4, 22, and 35. 
40 I&E Ex. No. 1, Sch. 4, p. 10, col B, lines 4, 22, and 35. 
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system from the previous owners in 2009.  The 10-year average for UFW is 83%41 1 

which is 63% over the commission established rate of 20%.  As a result of my 2 

findings related to UFW, Twin Lakes done a poor job in maintaining and upgrading 3 

the entire infrastructure of their water distribution system.   4 

 5 

Q. HAVE YOU MADE A DETERMINATION AS TO WHETHER TWIN 6 

LAKES IS IN VIOLATION OF STATUTORY OR REGULATORY 7 

STANDARDS AS REFERENCED IN SECTION 529(a)(1)?  8 

A. Yes.  Based on my findings, Twin Lakes Utilities is currently in violation of 9 

statutory and/or regulatory standards that affect safety, adequacy, efficiency and/or 10 

reasonableness of the service provided.  11 

 12 

Q. CONCERNING ELEMENT TWO OF SECTION 529(a), DISCUSS YOUR 13 

INVESTIGATION AND FINDINGS AS THEY RELATE TO WHETHER 14 

TWIN LAKES HAS FAILED TO COMPLY, WITHIN A REASONABLE 15 

PERIOD OF TIME, WITH ANY ORDER OF THE DEPARTMENT OF 16 

ENVIRONMENTAL PROTECTION OR THE COMMISSION. 17 

A. Regarding prior commitments to the Commission, Twin Lakes has not been 18 

compliant with numerous agreements made with the Commission in the 19 

Settlement of each of last three rate cases.   20 

 
41 I&E Ex. No. 1, Sch. 4, p. 11, col F, line 11. 
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1. In the Joint Petition of Settlement for R-2011-2246415, The 1 

Company made an agreement to reduce UFW by 55% for a 5-year 2 

time frame.42  After this rate case, UFW stayed at a level that was 3 

equal to or over 80% during this time frame.43 4 

2. In the Recommended Decision of R-2015-2506337, The Company 5 

made an initial agreement to replace Well #1 which collapsed soon 6 

after the 2011 rate case.  At the end of the 2015 stay-out period, the 7 

Well #1 issue was still unresolved.44 8 

3. In R-2019-3010956 Statement No. 3, The Company re-initiated 9 

claims of being committed to making capital improvements by 10 

replacing Well #1 and making improvements in the water 11 

distribution system by replacing mains.45 Now the Company wants 12 

to relinquish complete ownership of the water system. 13 

As it relates to DEP violations, a review of I&E Ex. No. 1, Sch 3 shows that 14 

from 2016-2020, the Company reported contamination violations late to the DEP.  15 

A review of each of the past two public hearings in the 2011 and 2015 16 

Recommended Decisions showed consistent patterns involving residents enduring 17 

either temporary loss of service, boil water advisories due to contamination, high 18 

 
42 R-2011-2246415 Recommended Decision, pp. 9-10. 
43 I&E Ex. No. 1, Sch. 4, p. 11, col F, line 11. 
44 R-2015-2506337 Recommended Decision, pp.10. 
45 R-2019-3010958 Twin Lakes St. No. 3, p. 3. 
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water bills despite not using much water, and an overall a poor quality of drinking 1 

water.46  2 

 3 

Q. HAVE YOU MADE A DETERMINATION AS TO WHETHER TWIN 4 

LAKES HAS FAILED TO COMPLY, WITHIN A REASONABLE PERIOD 5 

OF TIME, WITH ANY ORDER OF THE DEPARTMENT OF 6 

ENVIRONMENTAL PROTECTION OR THE COMMISSION AS 7 

DESCRIBED IN SECTION 529(a)(2)?   8 

A. Yes.  Based on my findings, Twin Lakes has failed to comply within a reasonable 9 

period of time with compliance with the numerous violations it has received from 10 

the Pennsylvania DEP, and has failed in making the necessary upgrades it agreed 11 

to from the past three rate cases with the PUC.   12 

 13 

Q. DISCUSS YOUR INVESTIGATION AND FINDINGS REGARDING 14 

WHETHER TWIN LAKES CAN REASONABLY BE EXPECTED TO 15 

FURNISH AND MAINTAIN ADEQUATE, EFFICIENT, SAFE AND 16 

REASONABLE SERVICE AND FACILITIES IN THE FUTURE AS 17 

REFERENCED IN SECTION 529(a)(3). 18 

A. My investigation regarding Section 529(a)(3) takes me back to 2008 and the Joint 19 

Application to purchase the pre-existing Twin Lakes filed by Middlesex, as well 20 

 
46 R-2011-2246415 Recommended Decision pp.4-10, and R-2015-2506337 Recommended Decision pp.5-8. 
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as the representations made by Middlesex to the Commission at that time.47  Also, 1 

my investigation regarding Section 529(a)(3) must include consideration of factor 2 

(1) in Section 529(c).48  Factor (1) allows the Commission to consider the 3 

financial,49 managerial50 and technical ability of Twin Lakes.  My testimony will 4 

focus on the technical capability of Twin Lakes to provide adequate, efficient, safe 5 

and reasonable service and facilities in the future.  And any investigation of the 6 

technical ability of Twin Lakes must include a review of the technical abilities of 7 

Twin Lakes’ parent company Middlesex.   8 

  9 

Q. DESCRIBE THE TECHNICAL CAPABLITIES OF TWIN LAKES.   10 

A. As I&E witness Chris Keller said in I&E Statement No. 2, the officers and 11 

directors of Twin Lakes also serve on the Board of Directors or are senior 12 

management of Middlesex who have extensive backgrounds in providing water 13 

and wastewater service.51  And, as Mr. Keller also pointed out, Twin Lakes’ 14 

President, Robert K. Fullagar, is an engineer with 30 years of experience in water 15 

and wastewater utility management.52  The technical capabilities of Mr. Fullagar 16 

are above reproach.     17 

 
47 See Joint Application of Middlesex Water Company and Twin Lakes Water Service, LLC for Approval of (1) the 

transfer by sale of Twin Lakes to Middlesex; (2) the right of Middlesex to begin to offer, render, furnish and 
supply water service to the public in Sagamore Estates, Shohola Township, Pike County; and (3) the abandonment 
of public water service by Twin Lakes, Docket Nos. A-2008-2050092; A-2008-2050089, Order Entered March 2, 
2009.   

48  66. Pa. C.S. §529(c)(1).   
49  I&E witness Christopher Keller discusses the financial aspect of factor (1) in I&E St. No. 2.   
50  I&E witness Christopher Keller discusses the managerial aspect of factor (1) in I&E St. No. 2.   
51  I&E St. No. 2, pp. 8-9.   
52  I&E St. No. 2, pp. 9-10.   
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Further, in its Joint Application Order from 2009, the Commission stated:   1 

Middlesex Water Company is a large, public water provider 2 
who has the managerial, technical and financial capabilities to 3 
safely and adequately operate the subject system and make the 4 
badly needed repairs and upgrades.  The Commission finds that 5 
the granting of the joint application of Middlesex Water 6 
Company and Twin Lakes Water Services, LLC for approval 7 
of the transfer of ownership of the Twin Lakes water system 8 
assets is necessary or proper for the service, accommodation, 9 
convenience or safety of the public.  Therefore, we find that 10 
the record provides substantial evidence of affirmative public 11 
benefit sufficient to warrant approval of the proposed 12 
transaction.53   13 

 14 

Q. DID YOU REVIEW THE CAPABILITIES OF TWIN LAKES’ PARENT 15 

COMPANY MIDDLESEX?  16 

A. Yes.  Much of the information can be found on the Middlesex website.  Middlesex 17 

states that it was incorporated as a water utility in 1897, and that it “provides a full 18 

range of regulated and non-regulated water and wastewater utility and related 19 

services in parts of New Jersey, Delaware and Pennsylvania.”54  Middlesex has 20 

approximately 350 employees and the Middlesex family of companies serves 21 

nearly 500,000 customers in New Jersey, Delaware and Pennsylvania.55   22 

  In its Annual Statement, Middlesex reported a Net Income of $33.9 million 23 

in 2019 and $32.5 million in 2018; a return on average common equity of 12.5% 24 

 
53  Joint Application Order, p. 6.   
54  Middlesex website https://www.middlesexwater.com/about-us/, p. 1 of 8.   
55  Middlesex website https://www.middlesexwater.com/news-room/, Fact Sheet – July 2020, p. 1.   
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in 2019 and 13.6% in 2018; basic earnings per share of $2.02 in 2019 and $1.97 in 1 

2018; and, cash dividends per share of $0.976 in 2019 and $0.911 in 2018.56  2 

  Middlesex also said that “through their affiliated companies they are 3 

delivering technical and management capabilities that creatively address 4 

challenges such as aging infrastructure and increasing regulatory pressures faced 5 

by municipalities, developers and small system owners.”57  Finally, the Middlesex 6 

July 2020 Fact Sheet states: “OUR MISSION: To provide service in the water, 7 

wastewater and related service fields in a safe, reliable and efficient manner.”58     8 

 9 

Q. HAVE YOU MADE A DETERMINATION AS TO WHETHER TWIN 10 

LAKES CAN REASONABLY BE EXPECTED TO FURNISH AND 11 

MAINTAIN ADEQUATE, EFFICIENT, SAFE AND REASONABLE 12 

SERVICE AND FACILITIES IN THE FUTURE AS REFERENCED IN 13 

SECTION 529(a)(3)?  14 

A. Yes.  Based on the information available, it is my determination that Twin Lakes 15 

can reasonably be expected to furnish and maintain adequate, efficient, safe and 16 

reasonable service and facilities in the future.    17 

 
56  Middlesex website https://www.middlesexwater.com/news-room/, 2019 Annual Report, p. 10.   
57 Middlesex website https://www.middlesexwater.com/about-us/, p. 2 of 8.   
58  Middlesex website https://www.middlesexwater.com/news-room/, Fact Sheet – July 2020, p. 1.   
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Q.  HAVE YOU MADE A FINAL DETERMINATION REGARDING 1 

ELEMENTS (1) THROUGH (3) OF SECTION 529(a)?  2 

A. Yes.  The evidence supports a final determination that elements (1) and (2) of 3 

Section 529(a) are met.  However, the evidence found during my investigation 4 

supports a finding that element (3) of Section 529(a) is not met.   5 

 6 

Q. DO YOU HAVE A FINAL RECOMMENDATION? 7 

A. Yes.  Based on the results of my investigation, combined with the testimony and 8 

conclusions presented by I&E witness Mr. Keller in I&E St. No. 2, I recommend 9 

that the Commission deny Twin Lakes’ 529 Petition.   10 

 11 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 12 

A. Yes.13 
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12. Twin Lakes Utilities, Docket Number: R-2019-3010958 
13. Penn Power Company, Docket: P-2019-3012628 
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Q. WOULD YOU PLEASE STATE YOUR NAME AND BUSINESS 1 

ADDRESS? 2 

A. My name is Esyan A. Sakaya.  My business address is 400 North Street, 3 

Harrisburg, PA 17120. 4 

 5 

Q. ARE YOU THE SAME ESYAN A. SAKAYA WHO SUBMITTED I&E 6 

STATEMENT NO. 1 AND I&E EXHIBIT NO. 1 ON NOVEMBER 17, 2020? 7 

A. Yes. 8 

 9 

Q.  WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY 10 

 AND WHAT ISSUES WILL YOU ADDRESS? 11 

A. The purpose of my surrebuttal testimony is to respond to the rebuttal testimony of 12 

Twin Lakes Utilities, Inc. (“Twin Lakes” or “Company”) witness A. Bruce 13 

O’Connor.   14 

 15 

Q. DOES YOUR SURREBUTTAL TESTIMONY INCLUDE AN 16 

ACCOMPANYING EXHIBIT? 17 

A. No.  However, I will refer to exhibits provided in support of my direct testimony 18 

included in I&E Exhibit No. 1; I&E Exhibit No. 2-SR; and, on file at Docket No. 19 

A-2008-2050092.  20 
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Q. DID MR. O’CONNOR ACCURATELY RESTATE YOUR DIRECT 1 

TESTIMONY POSITION REGARDING THE TWIN LAKES SECTION 2 

529 PETITION? 3 

A. Yes.  Mr. O’Connor correctly states that I concluded that the Twin Lakes Petition 4 

meets all of the six elements of Section 529(a) with the exception of one element – 5 

Section 529(a)(3).  Mr. O’Connor also correctly states that I concluded that Twin 6 

Lakes can reasonably be expected to furnish and maintain adequate, efficient, safe 7 

and reasonable service and facilities in the future; and, that Twin Lakes does not 8 

meet the criteria set forth in Section 529(a)(3); and finally, the Twin Lakes’ 9 

Petition should therefore be denied.   10 

 11 

Q. HOW DID TWIN LAKES RESPOND TO YOUR DIRECT TESTIMONY 12 

REGARDING THE COMPANY REASONABLY BEING ABLE TO 13 

FURNISH AND MAINTAIN ADEQUATE, EFFICIENT, SAFE AND 14 

REASONABLE SERVICE OF ITS FACILITIES IN THE FUTURE AS 15 

REFERENCED IN SECTION 529(a)(3). 16 

A. Mr. O’Connor argues that I evaluated the wrong entity in analyzing the Twin 17 

Lakes Petition under Section 529(a)(3) and (c)(1) (Twin Lakes St. No. 2-R, p. 3).  18 

I disagree.  I evaluated Middlesex regarding Section 529(a)(3) because Middlesex 19 

was a party of record to the joint application filed with the Commission back in 20 

2008; and, it was the representations made by Middlesex that the Commission   21 
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 relied on in the Commission’s March 2, 2009 Order when the Commission stated:   1 

“That upon receipt of a notice of closing, a Certificate of Public 2 
Convenience shall be issued pursuant to section 1101 of the 3 
Public Utility Code, 66 Pa. C.S. § 1101, authorizing Middlesex 4 
Water Company to begin to offer, render, furnish, or supply 5 
water service to the public in the Sagamore Estates 6 
development, located in Shohola Township, Pike County.”  7 
(See Commission Order at Docket Nos. A-2008-2050092 and 8 
A-2008-2050089).   9 

 10 

Q. WHY DOES MR. O’CONNOR ARGUE THAT I&E EVALUATED THE 11 

WRONG ENTITY REGARDING SECTION 529(a)(3)? 12 

A. Mr. O’Connor argues that Middlesex is not the entity that entered into the Asset 13 

Purchase Agreement to acquire the Twin Lakes system on November 3, 2009 14 

(Twin Lakes St. No. 2-R, p. 3).  Mr. O’Connor also argues that initially the 15 

Commission’s records erroneously referred to Middlesex as the owner of the Twin 16 

Lakes system (Twin Lakes St. No. 2-R, p. 6).  But both of these arguments ignore 17 

all of the representations made by Middlesex, a party of record, during the 2008 18 

joint application for the transfer by sale of Twin Lakes to Middlesex at Docket 19 

Numbers A-2008-2050092 and A-2008-2050089.  There was no “error” that 20 

needed to be corrected.  Additionally, Mr. O’Connor contradicted his arguments 21 

earlier in his testimony when he described the Application of Middlesex to acquire 22 

Twin Lakes by stating that “Twin Lakes Utilities, Inc would be a wholly-owned 23 

subsidiary of Middlesex.” That statement alone refutes his argument about who 24 

owns the Twin Lakes system (Twin Lakes St. No. 2-R, p. 6). 25 



4 

  Further, Mr. O’Connor makes the false statement that “all parties 1 

acknowledge that Aqua is more than capable of acquiring and operating the 2 

system in compliance with applicable statutory and regulatory standards and in a 3 

manner that can protect the affordability of service to, and the health and safety of, 4 

the Twin Lakes customers.”  (Twin Lakes St. No. 2-R, p. 11).  But this is not a 5 

correct statement of my position.  I concluded that, in the general context of a 6 

Section 529 proceeding, after an investigation by the Commission, an order could 7 

be established that would allow the acquisition of a small water or sewer utility by 8 

another capable public utility (I&E St. No. 1, p. 2).  However, I did not reach that 9 

conclusion anywhere in my direct testimony as incorrectly stated by Mr. 10 

O’Connor.  I never specified that “Aqua is more than capable of acquiring and 11 

operating the system” or that the Commission should order Aqua to acquire the 12 

system.    13 

  Finally, Mr. O’Connor argues that Middlesex has no legal or regulatory 14 

responsibility to provide financial or operational support to Twin Lakes.  I am 15 

advised by legal counsel that this statement is a legal opinion and that I&E legal 16 

counsel will address this legal issue in I&E’s briefs, if necessary.    17 

 18 

Q. IS MR. O’CONNOR’S CORRECT THAT I&E EVALUATED THE 19 

WRONG ENTITY? 20 

A. No.  In my investigation regarding Section 529(a)(3) I reviewed the initial Joint 21 

Application to purchase the pre-existing Twin Lakes system that was filed by 22 
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Middlesex in 2008, as well as the representations made by Middlesex to the 1 

Commission at that time.  Therefore, it is proper to evaluate Middlesex in this 2 

proceeding.  3 

 4 

Q. AS A RESULT OF YOUR FINDINGS STATED IN I&E’s DIRECT 5 

TESTIMONY, WERE YOU ABLE TO DETERMINE WHETHER TWIN 6 

LAKES COULD REASONABLY BE EXPECTED TO FURNISH AND 7 

MAINTAIN ADEQUATE, EFFICIENT, SAFE AND REASONABLE 8 

SERVICE AND FACILITIES IN THE FUTURE AS REFERENCED IN 9 

SECTION 529(a)(3)?  10 

A. Yes.  As stated in my direct testimony, and based on the information available, it 11 

is my determination that Twin Lakes can reasonably be expected to furnish and 12 

maintain adequate, efficient, safe, and reasonable service and facilities in the 13 

future (I&E St. No. 1, p. 17).   14 

  Mr. O’Connor concluded by arguing that “I&E’s position ignores the 15 

reality that transferring ownership and operation of the Twin Lakes system to a 16 

well-respected and eminently capable company who can provide significantly 17 

greater service quality at lower rates is in the customers’ best interest and is the 18 

only plausible solution to ensure that these customers will receive safe and 19 

adequate service going forward.”  (Twin Lakes St. No. 2-R, pp. 11-12).  I disagree 20 

with this statement, unless of course Mr. O’Connor is referring to Middlesex as 21 
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that “well-respected and eminently capable company who can provide 1 

significantly greater service quality at lower rates.” 2 

 3 

Q.  AFTER REVIEWING TWIN LAKES REBUTTAL TESTIMONY, ARE 4 

YOU ABLE TO MAKE A FINAL DETERMINATION REGARDING 5 

ELEMENTS (1) THROUGH (3) OF SECTION 529(a)?  6 

A. Yes.  The evidence supports a final determination that elements (1) and (2) of 7 

Section 529(a) are met.  However, the evidence found during my investigation 8 

supports a finding that element (3) of Section 529(a) is not met.   9 

 10 

Q. DO YOU CONTINUE TO BELIEVE THAT THE COMMISSION SHOULD 11 

NOT ORDER A CAPABLE PUBLIC UTILITY TO ACQUIRE TWIN 12 

LAKES? 13 

A. Yes.  Based on the results of my investigation, the rebuttal testimony of Twin 14 

Lakes; combined with the conclusions presented by I&E witness Mr. Keller, I 15 

recommend that the Commission deny Twin Lakes’ 529 Petition.   16 

 17 

Q. DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY? 18 

A. Yes. 19 
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11/1/2020 DWRS Detail Sample Results

www.drinkingwater.state.pa.us/dwrsbroker/broker.exe 1/1

Drinking Water Reporting System Pennsylvania
Department of Environmental Protection

Links to Related Websites:   
Welcome  Selection Criteria  Contact U

      Detail Sample Results - display for each year

The Detail Sample report that you requested for this system contains a vast amount of
data which cannot be displayed on a single page. As a result, the report is separated into
individual reports for each year. Please click on the corresponding year to get the detail
sample results for that year. Please note: Report will open in a new window.

Data Extraction: From 1JAN2010 to 1OCT2020

2010 10

2011 0

2012 0

2013 10

2014 0

2015 0

2016 10

2017 0

2018 0

2019 20

2020 42

 

YEAR SAMPLE
 RECORDS

http://www.drinkingwater.state.pa.us/dwrs/HTM/Welcome.html
http://www.drinkingwater.state.pa.us/dwrs/HTM/SelectionCriteria.html
mailto:ra-padwis@state.pa.us?subject=DWRS%20Feedback/Help
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=18263&eddate=18627
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=18628&eddate=18992
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=18993&eddate=19358
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=19359&eddate=19723
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=19724&eddate=20088
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=20089&eddate=20453
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=20454&eddate=20819
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=20820&eddate=21184
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=21185&eddate=21549
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=21550&eddate=21914
http://www.drinkingwater.state.pa.us/dwrsbroker/broker.exe?_service=DWRSProd&_sessionid=9mqRSdvaQ52&_program=system.intd1.sas&bgdate=21915&eddate=22189
http://www.drinkingwater.state.pa.us/dwrs/HTM/SelectionCriteria.html
javascript:history.back()
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1.3

7/24/2016
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
9/24/2016

10/6/2016
6

2520051
TW

IN
 LAKES U

TILITIES IN
C

4
LEAD

0
0.015

7/24/2016
PRO

SSER LABO
RATO

RIES
G

RAPHITE FU
RN

ACE
9/19/2016

10/6/2016
7

2520051
TW

IN
 LAKES U

TILITIES IN
C

5
CO

PPER
0.756

1.3
7/24/2016

PRO
SSER LABO

RATO
RIES

IN
D

U
CTIVELY CO

U
PLED

 PLASM
A

9/24/2016
10/6/2016

8
2520051

TW
IN

 LAKES U
TILITIES IN

C
5

LEAD
0.0057

0.015
7/24/2016

PRO
SSER LABO

RATO
RIES

G
RAPH

ITE FU
RN

ACE
9/19/2016

10/6/2016
9

2520051
TW

IN
 LAKES U

TILITIES IN
C

1
CO

PPER
0.4

1.3
7/25/2016

PRO
SSER LABO

RATO
RIES

IN
D

U
CTIVELY CO

U
PLED

 PLASM
A

9/24/2016
10/6/2016

10
2520051

TW
IN

 LAKES U
TILITIES IN

C
1

LEAD
0

0.015
7/25/2016

PRO
SSER LABO

RATO
RIES

G
RAPHITE FU

RN
ACE

9/19/2016
10/6/2016
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esakaya
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Line no.
PW

SID
SYSTEM

 N
A

M
E

SAM
PLE LO

CATIO
N

CO
N

TAM
IN

AN
T ID

AN
ALYSIS RESU

LT
M

CL IN
 EFFECT

SAM
PLE D

ATE
LABO

RATO
RY ID

AN
ALYSIS M

ETH
O

D
AN

ALYSIS D
ATE

SAM
PLE RECEIVED

 D
ATE

(A
)

(B)
(C)

(D
)

(E)
(F)

(G
)

(H
)

(I)
(J)

(K)
(L)

1
2520051

TW
IN

 LAKES U
TILITIES IN

C
3

CO
PPER

0.642
1.3

7/17/2019
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
9/30/2019

10/9/2019
2

2520051
TW

IN
 LAKES U

TILITIES IN
C

1
CO

PPER
0.832

1.3
8/18/2019

PRO
SSER LABO

RATO
RIES

IN
D

U
CTIVELY CO

U
PLED

 PLASM
A

8/30/2019
9/9/2019

3
2520051

TW
IN

 LAKES U
TILITIES IN

C
1

LEAD
0.0331

0.015
8/18/2019

PRO
SSER LABO

RATO
RIES

G
RAPH

ITE FU
RN

ACE
8/28/2019

9/9/2019
4

2520051
TW

IN
 LAKES U

TILITIES IN
C

2
CO

PPER
0.608

1.3
8/18/2019

PRO
SSER LABO

RATO
RIES

IN
D

U
CTIVELY CO

U
PLED

 PLASM
A

8/30/2019
9/9/2019

5
2520051

TW
IN

 LAKES U
TILITIES IN

C
2

LEAD
0

0.015
8/18/2019

PRO
SSER LABO

RATO
RIES

G
RAPH

ITE FU
RN

ACE
8/28/2019

9/9/2019
6

2520051
TW

IN
 LAKES U

TILITIES IN
C

3
CO

PPER
0.914

1.3
8/18/2019

PRO
SSER LABO

RATO
RIES

IN
D

U
CTIVELY CO

U
PLED

 PLASM
A

8/30/2019
9/9/2019

7
2520051

TW
IN

 LAKES U
TILITIES IN

C
3

LEAD
0

0.015
8/18/2019

PRO
SSER LABO

RATO
RIES

G
RAPH

ITE FU
RN

ACE
8/28/2019

9/9/2019
8

2520051
TW

IN
 LAKES U

TILITIES IN
C

4
CO

PPER
0.0641

1.3
9/15/2019

PRO
SSER LABO

RATO
RIES

IN
DU

CTIVELY CO
U

PLED
 PLASM

A
9/30/2019

10/9/2019
9

2520051
TW

IN
 LAKES U

TILITIES IN
C

4
LEAD

0
0.015

9/15/2019
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

10/1/2019
10/9/2019

10
2520051

TW
IN

 LAKES U
TILITIES IN

C
5

CO
PPER

0.727
1.3

9/15/2019
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
9/30/2019

10/9/2019
11

2520051
TW

IN
 LAKES U

TILITIES IN
C

5
LEAD

0.0499
0.015

9/15/2019
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

10/1/2019
10/9/2019

12
2520051

TW
IN

 LAKES U
TILITIES IN

C
6

CO
PPER

0.473
1.3

9/15/2019
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
9/30/2019

10/9/2019
13

2520051
TW

IN
 LAKES U

TILITIES IN
C

6
LEAD

0.0055
0.015

9/15/2019
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

10/1/2019
10/9/2019

14
2520051

TW
IN

 LAKES U
TILITIES IN

C
7

CO
PPER

0.654
1.3

9/16/2019
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
9/30/2019

10/9/2019
15

2520051
TW

IN
 LAKES U

TILITIES IN
C

7
LEAD

0
0.015

9/16/2019
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

10/1/2019
10/9/2019

16
2520051

TW
IN

 LAKES U
TILITIES IN

C
3

LEAD
0

0.015
9/17/2019

PRO
SSER LABO

RATO
RIES

G
RAPH

ITE FU
RN

ACE
10/1/2019

10/9/2019
17

2520051
TW

IN
 LAKES U

TILITIES IN
C

9
CO

PPER
0.071

1.3
9/25/2019

PRO
SSER LABO

RATO
RIES

IN
D

U
CTIVELY CO

U
PLED

 PLASM
A

10/1/2019
10/9/2019

18
2520051

TW
IN

 LAKES U
TILITIES IN

C
9

LEAD
0

0.015
9/25/2019

PRO
SSER LABO

RATO
RIES

G
RAPH

ITE FU
RN

ACE
10/3/2019

10/9/2019
19

2520051
TW

IN
 LAKES U

TILITIES IN
C

10
CO

PPER
0.278

1.3
9/25/2019

PRO
SSER LABO

RATO
RIES

IN
DU

CTIVELY CO
U

PLED
 PLASM

A
10/1/2019

10/9/2019
20

2520051
TW

IN
 LAKES U

TILITIES IN
C

10
LEAD

0
0.015

9/25/2019
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

10/3/2019
10/9/2019
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Line no.
PW

SID
SYSTEM

 N
AM

E
SAM

PLE LO
CATIO

N
CO

N
TAM

IN
AN

T ID
AN

ALYSIS RESU
LT

M
CL IN

 EFFECT
SAM

PLE D
ATE

LABO
RATO

RY ID
AN

ALYSIS M
ETH

O
D

AN
ALYSIS D

ATE
SAM

PLE RECEIVED
 D

ATE
(A)

(B)
(C)

(D
)

(E)
(F)

(G
)

(H
)

(I)
(J)

(K)
(L)

1
2520051

TW
IN

 LAKES U
TILITIES IN

C
4

CO
PPER

0.261
1.3

6/20/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
7/7/2020

8/10/2020
2

2520051
TW

IN
 LAKES U

TILITIES IN
C

4
LEAD

0
0.015

6/20/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

7/7/2020
8/10/2020

3
2520051

TW
IN

 LAKES U
TILITIES IN

C
5

CO
PPER

0.532
1.3

6/20/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
7/7/2020

8/10/2020
4

2520051
TW

IN
 LAKES U

TILITIES IN
C

5
LEAD

0
0.015

6/20/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

7/7/2020
8/10/2020

5
2520051

TW
IN

 LAKES U
TILITIES IN

C
3

CO
PPER

0.349
1.3

6/21/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
7/7/2020

8/10/2020
6

2520051
TW

IN
 LAKES U

TILITIES IN
C

3
LEAD

0
0.015

6/21/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

7/7/2020
8/10/2020

7
2520051

TW
IN

 LAKES U
TILITIES IN

C
1

CO
PPER

0.867
1.3

6/27/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
7/7/2020

8/10/2020
8

2520051
TW

IN
 LAKES U

TILITIES IN
C

1
LEAD

0.0199
0.015

6/27/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

7/7/2020
8/10/2020

9
2520051

TW
IN

 LAKES U
TILITIES IN

C
2

CO
PPER

0.122
1.3

6/27/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
7/7/2020

8/10/2020
10

2520051
TW

IN
 LAKES U

TILITIES IN
C

2
LEAD

0
0.015

6/27/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

7/7/2020
8/10/2020

11
2520051

TW
IN

 LAKES U
TILITIES IN

C
6

CO
PPER

0.13
1.3

8/8/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
12

2520051
TW

IN
 LAKES U

TILITIES IN
C

6
LEAD

0
0.015

8/8/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

13
2520051

TW
IN

 LAKES U
TILITIES IN

C
1

CO
PPER

0.346
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
14

2520051
TW

IN
 LAKES U

TILITIES IN
C

1
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

15
2520051

TW
IN

 LAKES U
TILITIES IN

C
2

CO
PPER

1.04
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
16

2520051
TW

IN
 LAKES U

TILITIES IN
C

2
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

17
2520051

TW
IN

 LAKES U
TILITIES IN

C
3

CO
PPER

0.423
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
18

2520051
TW

IN
 LAKES U

TILITIES IN
C

3
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

19
2520051

TW
IN

 LAKES U
TILITIES IN

C
4

CO
PPER

0.726
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
20

2520051
TW

IN
 LAKES U

TILITIES IN
C

4
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

21
2520051

TW
IN

 LAKES U
TILITIES IN

C
5

CO
PPER

0.842
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
22

2520051
TW

IN
 LAKES U

TILITIES IN
C

5
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

23
2520051

TW
IN

 LAKES U
TILITIES IN

C
7

CO
PPER

0.817
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
24

2520051
TW

IN
 LAKES U

TILITIES IN
C

7
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

25
2520051

TW
IN

 LAKES U
TILITIES IN

C
8

CO
PPER

0.623
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
26

2520051
TW

IN
 LAKES U

TILITIES IN
C

8
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

27
2520051

TW
IN

 LAKES U
TILITIES IN

C
9

CO
PPER

0.674
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
28

2520051
TW

IN
 LAKES U

TILITIES IN
C

9
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

29
2520051

TW
IN

 LAKES U
TILITIES IN

C
10

CO
PPER

0.969
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
30

2520051
TW

IN
 LAKES U

TILITIES IN
C

10
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

31
2520051

TW
IN

 LAKES U
TILITIES IN

C
11

CO
PPER

0.462
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
32

2520051
TW

IN
 LAKES U

TILITIES IN
C

11
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

33
2520051

TW
IN

 LAKES U
TILITIES IN

C
12

CO
PPER

0.615
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
34

2520051
TW

IN
 LAKES U

TILITIES IN
C

12
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

35
2520051

TW
IN

 LAKES U
TILITIES IN

C
13

CO
PPER

1.35
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
8/19/2020

9/10/2020
36

2520051
TW

IN
 LAKES U

TILITIES IN
C

13
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

8/26/2020
9/10/2020

37
2520051

TW
IN

 LAKES U
TILITIES IN

C
15

CO
PPER

0.025
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
9/4/2020

9/10/2020
38

2520051
TW

IN
 LAKES U

TILITIES IN
C

15
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

9/4/2020
9/10/2020

39
2520051

TW
IN

 LAKES U
TILITIES IN

C
16

CO
PPER

0.66
1.3

8/9/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
9/4/2020

9/10/2020
40

2520051
TW

IN
 LAKES U

TILITIES IN
C

16
LEAD

0
0.015

8/9/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

9/4/2020
9/10/2020

41
2520051

TW
IN

 LAKES U
TILITIES IN

C
14

CO
PPER

0.689
1.3

8/19/2020
PRO

SSER LABO
RATO

RIES
IN

D
U

CTIVELY CO
U

PLED
 PLASM

A
9/4/2020

9/10/2020
42

2520051
TW

IN
 LAKES U

TILITIES IN
C

14
LEAD

0
0.015

8/19/2020
PRO

SSER LABO
RATO

RIES
G

RAPH
ITE FU

RN
ACE

9/4/2020
9/10/2020
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�&RPSDQ\ 1DPH�

7ZLQ /DNHV 8WLOLWLHV� ,QF )RU WKH <HDU (QGHG 'HFHPEHU �������

���� :$7(5 '(/,9(5(' ,172 6<67(0 '85,1* <($5
(YHU\ HVWLPDWHG YDOXH VKDOO EH VXSSRUWHG E\ VXFK GHWDLOHG LQIRUPDWLRQ DV ZLOO SHUPLW D UHDG\ LGHQWLILFDWLRQ� DQDO\VLV� 	 YHULILFDWLRQ RIDOO
UHOHYDQW IDFWV� 7KH &RPSDQ\ VKDOO EH SUHSDUHG WR IXUQLVK WR WKH &RPPLVVLRQ WKLV GHWDLOHG LQIRUPDWLRQ�
/LQH
1R�

'HVFULSWLRQ
�D�

�*DOORQV�
�E�

�JDO� 3HU GD\�
�F�

, :DWHU 'HOLYHUHG IRU 'LVWULEXWLRQ 	 6DOH�
� :DWHU 2EWDLQHG IURP &RPSDQ\ 6RXUFHV ���������� ������

:DWHU 2EWDLQHG IURP 2WKHU ,QGHSHQGHQW 8WLOLWLHV

� 7RWDO :DWHU 'HOLYHUHG ���������� ������

� 0HWHUHG 6DOHV�
� 5HVLGHQWLDO ��������� �����

� &RPPHUFLDO

� ,QGXVWULDO

� 3XEOLF

�� 2WKHU :DWHU 8WLOLWLHV

,, 3ULYDWH )LUH 3URWHFWLRQ

�� 3XEOLF )LUH 3URWHFWLRQ

�� 2WKHU 0HWHUHG 6HUYLFH L�WDPL?

�� _ 7RWDO 0HWHUHG 6DOHV ��������� �����

�� 8QPHWHUHG 6DOHV�
�� 5HVLGHQWLDO

�� &RPPHUFLDO

�� ,QGXVWULDO

�� 3ULYDWH )LUH 3URWHFWLRQ

�� 3XEOLF )LUH 3URWHFWLRQ

�� 2WKHU 8QPHWHUHG 6HUYLFH ZXQLLY

�� 7RWDO 8QPHWHUHG 6DOHV
�� 7RWDO *DOORQV 'HOLYHUHG ��������� �����

�� 1RQ�5HYHQXH 8VDJH $OORZDQFHV�
�� $XWKRUL]HG 8QPHWHUHG 8VDJH�
�� 0DLQ )OXVKLQJ

�� %ORZ�RII 8VH

�� 2WKHUV� XFPLLY

�� 8QDXWKRUL]HG 8VH

�� 8QDYRLGDEOH /HDNDXF JSG�PLOH RIPDLQ

�� $GMXVWPHQWV�

�� /RFDWHG 	 5HSDLUHG %UHDNV LQ 0DLQV 	 6HUYLFHV

�� 2WKHUV LGFPLWY

�� _ 7RWDO $OORZDQFHV 	 $GMXVWPHQWV

�� 8QDFFRXQWHG�IRU�:DWHU ����������
�� 3HUFHQWDJH RI�8QDFFRXQWHG�IRU�:DWHU �����
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�&RPSDQ\ 1DPH�

7ZLQ�/DNHV 8WLOLWLHV� ,QF� )RU WKH <HDU (QGHG 'HFHPEHU �������

���� :$7(5 '(/,9(5(' ,172 6<67(0 '85,1* <($5
(YHU\ HVWLPDWHG YDOXH VKDOO EH VXSSRUWHG E\ VXFK GHWDLOHG LQIRUPDWLRQ DV ZLOO SHUPLW D UHDG\ LGHQWLILFDWLRQ� DQDO\VLV� 	 YHULILFDWLRQ RIDOO

UHOHYDQW IDFWV� 7KH &RPSDQ\ VKDOO EH SUHSDUHG WR IXUQLVK WR WKH &RPPLVVLRQ WKLV GHWDLOHG LQIRUPDWLRQ�

/LQH
1R�

'HVFULSWLRQ
�D�

�*DOORQV�
�E�

�JDO� 3HU GD\
�F�

� :DWHU 'HOLYHUHG IRU 'LVWULEXWLRQ 	 6DOH�

� :DWHU�2EWDLQHG IURP &RPSDQ\ 6RXUFHV ���������� ������

� :DWHU 2EWDLQHG IURP 2WKHU�,QGHSHQGHQW 8WLOLWLHV

� 7RWDO :DWHU 'HOLYHUHG ���������� ������

� 0HWHUHG 6DOHV�

� 5HVLGHQWLDO ��������� �����

� &RPPHUFLDO

� ,QGXVWULDO

� 3XEOLF

�� 2WKHU�:DWHU�8WLOLWLHV

�� 3ULYDWH )LUH 3URWHFWLRQ

�� 3XEOLF )LUH�3URWHFWLRQ

�� 2WKHU 0HWHUHG 6HUYLFH LGHQWLI\

�� _ 7RWDO 0HWHUHG 6DOHV ��������� �����

�� 8QPHWHUHG 6DOHV�

�� 5HVLGHQWLDO

�� &RPPHUFLDO

�� ,QGXVWULDO

�� 3ULYDWH )LUH 3URWHFWLRQ

�� 3XEOLF )LUH 3URWHFWLRQ

�� 2WKHU 8QPHWHUHG 6HUYLFH�LGHPLLY

�� 7RWDO 8QPHWHUHG 6DOHV

�� 7RWDO *DOORQV 'HOLYHUHG ��������� �����

�� 1RQ�5HYHQXH 8VDJH $OORZDQFHV�

�� $XWKRUL]HG 8QPHWHUHG 8VDJH�

�� 0DLQ )OXVKLQJ

�� %ORZ�RII8VH

�� 2WKHUV� ,GHQWLI\

�� 8QDXWKRUL]HG 8VH

�� 8QDYRLGDEOH /HDNDJH JSG�PLOH RIPDLQ

�� $GMXVWPHQWV�

�� /RFDWHG 	 5HSDLUHG�%UHDNV LQ 0DLQV�	 6HUYLFHV

�� 2WKHUV ,GHQWLI\

�� _ 7RWDO $OORZDQFHV 	 $GMXVWPHQWV

�� 8QDFFRXQWHG�IRU�:DWHU ����������

�� 3HUFHQWDJH RI8QDFFRXQWHG�IRU�:DWHU �����
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7ZLQ�/DNHV�8WLOLWLHV��,QF� )RU�WKH�<HDU�(QGHG�'HFHPEHU���������
�&RPSDQ\�1DPH�

(YHU\�HVWLPDWHG�YDOXH�VKDOO�EH�VXSSRUWHG�E\�VXFK�GHWDLOHG�LQIRUPDWLRQ�DV�ZLOO�SHUPLW�D�UHDG\�LGHQWLILFDWLRQ��DQDO\VLV��	�YHULILFDWLRQ�RI�DOO�

UHOHYDQW�IDFWV���7KH�&RPSDQ\�VKDOO�EH�SUHSDUHG�WR�IXUQLVK�WR�WKH�&RPPLVVLRQ�WKLV�GHWDLOHG�LQIRUPDWLRQ���

/LQH 'HVFULSWLRQ �*DOORQV� �JDO��3HU�GD\�
1R� �D� �E� �F�

� :DWHU�'HOLYHUHG�IRU�'LVWULEXWLRQ�	�6DOH�

� ���:DWHU�2EWDLQHG�IURP�&RPSDQ\�6RXUFHV ���������� ������

� ���:DWHU�2EWDLQHG�IURP�2WKHU�,QGHSHQGHQW�8WLOLWLHV

� �����7RWDO�:DWHU�'HOLYHUHG ���������� ������

� 0HWHUHG�6DOHV�

� ���5HVLGHQWLDO ��������� �����

� ���&RPPHUFLDO

� ���,QGXVWULDO

� ���3XEOLF

�� ���2WKHU�:DWHU�8WLOLWLHV

�� ���3ULYDWH�)LUH�3URWHFWLRQ

�� ���3XEOLF�)LUH�3URWHFWLRQ

�� ���2WKHU�0HWHUHG�6HUYLFH��,GHQWLI\�BBBBBBBBBBBBBBBBBBBBBBBBBBBBB

�� �����7RWDO�0HWHUHG�6DOHV ��������� �����

�� 8QPHWHUHG�6DOHV��

�� ���5HVLGHQWLDO

�� ���&RPPHUFLDO

�� ���,QGXVWULDO

�� ���3ULYDWH�)LUH�3URWHFWLRQ

�� ���3XEOLF�)LUH�3URWHFWLRQ

�� ���2WKHU�8QPHWHUHG�6HUYLFH�,GHQWLI\�BBBBBBBBBBBBBBBBBBBBBBBBBBB

�� �����7RWDO�8QPHWHUHG�6DOHV

�� ����������7RWDO�*DOORQV�'HOLYHUHG ��������� �����

�� 1RQ�5HYHQXH�8VDJH�$OORZDQFHV�

�� ���$XWKRUL]HG�8QPHWHUHG�8VDJH�

�� ������0DLQ�)OXVKLQJ

�� ������%ORZ�RII�8VH

�� ������2WKHUV���,GHQWLI\�BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

�� ���8QDXWKRUL]HG�8VH

�� ���8QDYRLGDEOH�/HDNDJH��BBBBBBBBB��JSG�PLOH�RI�PDLQ�

�� ���$GMXVWPHQWV�

�� ���/RFDWHG�	�5HSDLUHG�%UHDNV�LQ�0DLQV�	�6HUYLFHV

�� ���2WKHUV��,GHQWLI\�BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

�� �����7RWDO�$OORZDQFHV�	�$GMXVWPHQWV

�� ����������8QDFFRXQWHG�IRU�:DWHU ���������� ������

�� ����������3HUFHQWDJH�RI�8QDFFRXQWHG�IRU�:DWHU ���

������:$7(5�'(/,9(5('�,172�6<67(0�'85,1*�<($5

3DJH���

esakaya
Text Box
I&E Ex. No. 1
Schedule 4
Page 10 of 11




T
otal W

ater 
T

otal W
ater 

U
n

accou
n

ted
-F

or 
P

ercentage of

P
rod

u
ced

C
on

sum
ed

/B
illed

W
ater

U
naccou

n
ted

L
in

e
Y

ear
(G

allon
s)
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(G
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W
ater

(A
)

(B
)

(C
)

(D
)

(E
)

(F
)

1
2010

23,795,021
3,595,615

20,199,406
84.9%

2
2011

21,656,844
3,695,625

17,961,219
82.9%

3
2012

23,947,137
4,060,038

19,887,099
83.0%

4
2013

26,276,314
3,603,000

22,673,314
86.3%

5
2014

25,387,595
3,387,000

22,000,595
86.7%

6
2015

19,767,000
3,534,000

16,233,000
82.1%

7
2016

15,377,000
3,212,000

12,165,000
79.1%

8
2017

14,964,000
3,183,000

11,781,000
78.7%

9
2018

15,813,000
2,962,000

12,851,000
81.3%

10
2019

21,035,256
3,256,000

17,779,256
84.5%

11
10-year Avg

20,801,917
3,448,828

17,353,089
83.0%

U
FW

 10-Year Average

Tw
in Lakes

P-2020-3020914

esakaya
Text Box
I&E Ex. No. 1
Schedule 4
Page 11 of 11




 
 

I&E Statement No. 2 
Witness:  Christopher Keller 

 
 
 
 

PETITION OF TWIN LAKES UTILITIES INC. FOR A COMMISSION ORDER 
AUTHORIZING THE ACQUISITION OF TWIN LAKES UTILITIES INC. BY A 

CAPABLE PUBLIC UTILITY PURSUANT TO 66 PA. C.S. SECTION 529 
 

Docket No. P-2020-3020914 
 
 
 
 
 
 
 

Direct Testimony 
 

of 
 

Christopher Keller 
 

Bureau of Investigation & Enforcement 
 
 
 
 
 
 
 
 
 
 

Concerning: 
 

Commission Evaluation of the Elements Set Forth in Section 529(a) 
Commission Consideration of Factors Set Forth in Section 529(c) 

 



 
 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is Christopher Keller.  My business address is Pennsylvania 2 

Public Utility Commission, Commonwealth Keystone Building, 400 North 3 

Street, Harrisburg, PA 17120. 4 

 5 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?  6 

A. I am employed by the Pennsylvania Public Utility Commission 7 

(Commission) in the Bureau of Investigation and Enforcement (I&E) as a 8 

Fixed Utility Financial Analyst. 9 

 10 

Q. WHAT IS YOUR EDUCATIONAL AND EMPLOYMENT 11 

EXPERIENCE? 12 

A. An outline of my education and employment experience is attached as 13 

Appendix A. 14 

 15 

Q. DOES YOUR TESTIMONY INCLUDE AN ACCOMPANYING 16 

EXHIBIT? 17 

A. Yes.  I&E Exhibit No. 2 contains schedules that support my direct 18 

testimony.  19 
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Q. PLEASE DESCRIBE THE ROLE OF I&E IN PROCEEDINGS 1 

BEFORE THE COMMISSION. 2 

A. I&E is responsible for protecting the public interest in proceedings before 3 

the Commission.  I&E’s analysis in the proceedings is based on its 4 

responsibility to represent the public interest.  This responsibility requires 5 

the balancing of the interests of the ratepayers, the regulated utility, and the 6 

regulated community as a whole. 7 

 8 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 9 

A. The purpose of my direct testimony is to present the results of I&E’s 10 

investigation into the Petition of Twin Lakes Utilities, Inc. (Twin Lakes or 11 

Company) for a Commission Order Authorizing the Acquisition of Twin 12 

Lakes Utilities, Inc. by a Capable Public Utility Pursuant to 66 Pa. C.S.A. § 13 

529 (Twin Lakes Petition or 529 Petition). 14 

 15 

Q. WHAT IS SECTION 529 OF THE PUBLIC UTILITY CODE? 16 

A. Under Section 529 of the Public Utility Code, the Commission has the 17 

power to order a capable public utility to acquire a small water or sewer 18 

utility.  Further, it enumerates six elements that must be met and factors 19 

that must be considered when determining whether an acquisition is 20 

appropriate.    21 
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Q. WHAT IS YOUR RECOMMENDATION?  1 

A. For the reasons discussed below and in the direct testimony of I&E witness 2 

Esyan Sakaya (I&E Statement No. 1), I recommend that the Commission 3 

deny the Company’s 529 Petition to order a capable public utility 4 

(presumably Aqua Pennsylvania, Inc. (Aqua)) to acquire Twin Lakes 5 

pursuant to Section 529.   6 

 7 

Q. HOW IS YOUR TESTIMONY ORGANIZED? 8 

A. I have organized my testimony to first discuss the factors to be considered 9 

as set forth in Section 529(c) encompassing the overall inappropriateness of 10 

the petition due to the financial and managerial stability of the Company’s 11 

parent, Middlesex Water Company (Middlesex).  I then address four of the 12 

six elements of Section 529(a) that the Commission must evaluate in 13 

determining if a capable public utility should be ordered to acquire a small 14 

water or sewer utility.  In particular, I will be addressing elements three 15 

through six (Section 529(a)(3)-(6)). 16 

 17 

Q. WHAT ARE THE FACTORS TO BE CONSIDERED TO 18 

DETERMINE IF THE COMMISSION CAN ORDER A CAPABLE 19 

PUBLIC UTILITY TO ACQUIRE A SMALLER WATER OR 20 

SEWER COMPANY AS LISTED IN SECTION 529(c)?  21 

A. Section 529(c) lists the six factors to be considered if the Commission can  22 
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order a capable public utility to acquire a small water or sewer company.  1 

The factors to be considered by the Commission are as follows: 2 

(1) The financial, managerial and technical ability of the small 3 
water or sewer utility. 4 

(2) The financial, managerial and technical ability of all 5 
proximate public utilities providing the same type of service. 6 

(3) The expenditures which may be necessary to make 7 
improvements to the small water or sewer utility to assure 8 
compliance with applicable statutory and regulatory standards 9 
concerning the adequacy, efficiency, safety or reasonableness 10 
of utility service. 11 

(4) The expansion of the franchise area of the acquiring capable 12 
public utility so as to include the service area of the small 13 
water or sewer utility to be acquired. 14 

(5) The opinion and advice, if any, of the Department of 15 
Environmental Resources as to what steps may be necessary 16 
to assure compliance with applicable statutory or regulatory 17 
standards concerning the adequacy, efficiency, safety or 18 
reasonableness of utility service. 19 

(6) Any other matters which may be relevant. 20 
 21 

Q. HAVE YOU INVESTIGATED THE FINANCIAL AND 22 

MANAGERIAL ABILITY OF PETITIONER TWIN LAKES?  23 

A. Yes.   24 

 25 

Q. PROVIDE A BRIEF BACKGROUND OF TWIN LAKES AND ITS 26 

SOURCES OF OPERATIONAL AND FINANCIAL SUPPORT. 27 

A. Twin Lakes is a wholly-owned subsidiary of Middlesex Water Company 28 

(Middlesex), a New Jersey Corporation (529 Petition, Paragraph 3).  The 29 

acquisition of the preexisting Twin Lakes by Middlesex was approved by 30 

the Commission in March of 2009 and Middlesex was granted a Certificate 31 



 

5 

of Public Convenience1 to begin serving the existing customers of Twin 1 

Lakes (I&E Exhibit No. 2, Schedule 1).  Post-acquisition Twin Lakes 2 

provides water service to 113 residential customers all located in the 3 

Sagamore Estates community in Pike County, Pennsylvania (529 Petition, 4 

Paragraph 1).  Twin Lakes receives operational support from Middlesex, 5 

through a service agreement, which provides services, including but not 6 

limited to management, supervisory, technical, and clerical personnel for 7 

services that include, but are not limited to accounting, administration, 8 

communications, corporate, secretarial, engineering, financial, human 9 

resources, information systems, operations, rates and revenue, and risk 10 

management and water quality (529 Petition, Paragraph 12).  Middlesex is 11 

also the Company’s sole source of financing through three promissory 12 

notes and primary operational support for the Company (529 Petition, 13 

Paragraph 11).  Middlesex states that it has invested, loaned, or advanced 14 

more than $2.4 million since the acquisition of the Company (529 Petition, 15 

Paragraph 11).   16 

 17 

Q. PROVIDE A BRIEF BACKGROUND OF MIDDLESEX. 18 

A. On its website, Middlesex states it was incorporated as a water utility in 19 

1897 and it “provides a full range of regulated and non-regulated water, 20 

 
1  See Certificate of Public Convenience at Docket No. A-2008-2050092.   
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wastewater utility and related services in parts of New Jersey, Delaware 1 

and Pennsylvania.  Middlesex Water engages in collecting, treating, 2 

distributing and selling water for domestic, commercial, municipal, 3 

industrial and fire protection purposes.”2   4 

 Middlesex’s website also discusses its affiliated companies by stating: 5 

Through our affiliated companies we are delivering 6 
technical and management capabilities that creatively 7 
address challenges such as aging infrastructure and 8 
increasing regulatory pressures faced by municipalities, 9 
developers and small system owners. The company’s 10 
subsidiaries include Tidewater Utilities, Inc., Pinelands 11 
Water Company, Pinelands Wastewater Company, 12 
Twin Lakes Utilities, Inc., Utility Service Affiliates, 13 
Inc., Utility Service Affiliates (Perth Amboy) Inc., 14 
Utility Service Affiliates – Avalon and Tidewater 15 
Environmental Systems, Inc. Tidewater’s wholly-16 
owned subsidiaries include Southern Shores Water 17 
Company, LLC and White Marsh Environmental 18 
Systems, Inc.3 19 

 It should be noted that the Middlesex system alone provides water service 20 

to approximately 61,000 customers primarily in eastern Middlesex County, 21 

New Jersey.4 22 

 23 

Q. WHAT IS A CAPABLE PUBLIC UTILITY FOR PURPOSES OF A 24 

SECTION 529 ACQUISITION? 25 

A. Section 529(m) defines a capable public utility as “a public utility which  26 

 
2  https://www middlesexwater.com/about-us, accessed on November 4, 2020. 
3  https://www middlesexwater.com/about-us, accessed on November 4, 2020. 
4  Middlesex Water Company 2019 Form 10-K, p. 2. 
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regularly provides the same type of service as the small water utility or the 1 

small sewer utility to 4,000 or more customer connections, which is not an 2 

affiliated interest of the small water utility or the small sewer utility and 3 

which provides adequate, efficient, safe and reasonable service.”5 4 

 5 

Q. HAS THE COMMISSION DETERMINED THAT MIDDLESEX IS A 6 

CAPABLE PUBLIC UTILITY? 7 

A. Yes.  In the Commission’s Order, entered March 2, 2009, approving the 8 

acquisition of Twin Lakes by Middlesex, the Commission stated,6 9 

 Middlesex Water Company is a large, public water 10 
provider who has the managerial, technical and 11 
financial capabilities to safely and adequately operate 12 
the subject system and make the badly needed repairs 13 
and upgrades.  The Commission finds that the granting 14 
of the joint application of Middlesex Water Company 15 
and Twin Lakes Water Services, LLC for approval of 16 
the transfer of ownership of the Twin Lakes water 17 
system assets is necessary or proper for the service, 18 
accommodation, convenience or safety of the public. 19 

 20 

Q. HAS MIDDLESEX DEMONSTRATED THAT IT IS A CAPABLE 21 

PUBLIC UTILITY? 22 

A. Yes.  On its website, Middlesex makes several statements regarding its  23 

 
5  66 Pa. C.S. § 529(m).  
6  Joint application of Middlesex Water Company (Middlesex) and Twin Lakes Water Services, LLC 

(Twin Lakes) for approval of: 1) the transfer by sale of Twin Lakes to Middlesex; 2) the right of 
Middlesex to begin to offer, render, furnish and supply water service to the public in the development 
of Sagamore Estates, Shohola Township, Pike County; and 3) the abandonment of public water service 
by Twin Lakes, Docket No. A-2008-2050092, pp. 5-6 (Order entered March 2, 2009). 
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managerial, technical, and financial capabilities to provide safe and 1 

adequate service.  Specifically, Middlesex stated the following:7 2 

  “Since 1897, we’ve built a reputation as an industry leader in 3 

providing water and wastewater solutions. This reputation is backed by a 4 

solid financial and managerial network that provide the capital investment 5 

and institutional knowledge necessary for successful project completion.” 6 

  “Through our affiliated companies we are delivering technical and 7 

management capabilities that creatively address challenges such as aging 8 

infrastructure and increasing regulatory pressures faced by municipalities, 9 

developers and small system owners.” 10 

  “…we can offer practical assistance in day-to-day administration and 11 

system operations. Whether it’s providing a plentiful and reliable supply of 12 

safe drinking water or managing wastewater efficiently, we can provide the 13 

resources, local knowledge and a total management solution that is 14 

economically, operationally and environmentally sound.” 15 

 16 

Q. WHO ARE THE OFFICERS AND DIRECTORS OF TWIN LAKES? 17 

A. The following were listed as officers and directors in Twin Lakes’ 2019 18 

PUC Annual Report:8 Robert K. Fullagar, President, Bruce O’Connor, Vice 19 

 
7  https://www middlesexwater.com/about-us, accessed on November 4, 2020. 
8  Twin Utilities, Inc. 2019 PUC Annual Report, p. 13, 103. Directors and p. 14, 104, Officers. 
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President and Treasurer, Jay L. Kooper, Secretary, and Dennis Doll, 1 

Director. 2 

 3 

Q. DID YOU FURTHER INVESTIGATE THE BACKGROUND OF 4 

THE OFFICERS AND DIRECTORS OF TWIN LAKES? 5 

A. Yes.  The officers and directors of Twin Lakes also serve on the board of 6 

directors or are senior management of Middlesex who have extensive 7 

background in providing water and wastewater service.9  For example, 8 

below is the background of Twin Lakes’ President, Robert K. Fullagar, who 9 

is also the Vice President of Operations for Middlesex.  This description 10 

can be found on Middlesex’s website along with the other officers and 11 

directors of Twin Lakes:10 12 

 Mr. Fullagar has 30 years of experience in water and 13 
wastewater utility management, system operations, 14 
infrastructure improvement and capital program 15 
implementation, change management, worker safety, 16 
physical/cyber security, operational resiliency and 17 
emergency management. Mr. Fullagar joined the 18 
Company in 1997 as Director of Distribution and held 19 
positions of increasing responsibility before being 20 
named Vice President of Operations in January 2019.  21 
He oversees all departments and subsidiary operating 22 
units responsible for water and wastewater treatment, 23 
production, construction, distribution and collection.  24 
He chairs both the Emergency Management & Security 25 
and the Safety Committees which includes all 26 
subsidiary operating/business units.  Mr. Fullagar  27 

 
9  See generally the biographies listed on the Middlesex website for the Middlesex Board of Directors 

and Senior Management at https://www middlesexwater.com/about-us/ Leadership Team.    
10  https://www middlesexwater.com/about-us. Accessed on November 4, 2020. 
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earned his B.S. Degree in Civil Engineering from the 1 
New Jersey Institute of Technology and holds 2 
professional engineer and system operator’s licenses in 3 
New Jersey and Pennsylvania.  He is the sector chair for 4 
the New Jersey Infrastructure Advisory Committee 5 
where he represents investor and municipally owned 6 
water and wastewater utilities throughout the State in 7 
matters pertaining to resiliency.  He is also a member of 8 
the New Jersey Domestic Security Preparedness Task 9 
Force – Water and Wastewater Sector Security and 10 
Resiliency Working Group, the Civil Engineering 11 
National Honor Society, the American Water Works 12 
Association, the American Society of Civil Engineers, 13 
the National Fire Protection Association, the New 14 
Jersey Utility Association and ASIS International. 15 

The above background, as well as the other background of the other officers 16 

and directors of Twin Lakes, clearly demonstrates that Twin Lakes’ 17 

management has the managerial and technical expertise to provide 18 

adequate, efficient, safe and reasonable service to the customers of Twin 19 

Lakes.   20 

 21 

Q. DOES MIDDLESEX HAVE THE FINANCIAL CAPABILITIES TO 22 

PROVIDE SAFE AND ADEQUATE SERVICE TO TWIN LAKES? 23 

A. Yes.  In its Form 10-K, Middlesex reported operating revenues for the year 24 

ending December 31, 2019 of $134.6 million and net income of $33.9 25 

million.11  Furthermore, in Middlesex’s Management Discussion and 26 

 
11  Middlesex Water Company 2019 Form 10-K, p.24. 
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Analysis of Financial Condition and Results of Operations in the “Capital 1 

Construction Program” section, Middlesex states, 2 

The Company’s multi-year capital construction 3 
program encompasses numerous projects designed to 4 
upgrade and replace utility infrastructure as well as 5 
enhance the integrity and reliability of assets to better 6 
serve the current and future generations of water and 7 
wastewater customers.  The Company plans to invest 8 
approximately $124 million in 2020…12 9 
 10 

Q. WHAT IS THE ESTIMATED CAPITAL COST NEEDED TO 11 

MAINTAIN SERVICE FOR TWIN LAKES? 12 

A. In its response to OCA-AQUA-I-5, Aqua estimates the capital cost 13 

necessary to maintain service for Twin Lakes is approximately $4,500,000 14 

(I&E Exhibit No. 2, Schedule 2, p. 2).  This amount represents only 3.6% 15 

($4,500,000 ÷ $124,000,000) of Middlesex’s already planned capital 16 

projects in 2020 to upgrade and replace utility infrastructure.  This shows 17 

that Middlesex has the financial resources available to make the capital 18 

improvements necessary to provide safe and adequate service to Twin 19 

Lakes. 20 

 21 

Q. IS THE COMPANY’S PETITION APPROPRIATE GIVEN THE 22 

COMPANY’S FINANCIAL AND MANAGERIAL STABILITY? 23 

A. No.  As discussed above, Twin Lakes has the financial and managerial  24 

 
12  Middlesex Water Company 2019 Form 10-K, p.21. 
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ability needed to provide safe and reliable service through Middlesex.  1 

Middlesex, through its own admission, provides solid managerial 2 

capabilities to all of its affiliated companies, where the officers and 3 

directors of Twin Lakes also serve on the board of directors or are senior 4 

management of Middlesex.  I find it difficult to believe that the directors 5 

and senior management of Middlesex, where their main core business, 6 

Middlesex, provides water service to approximately 61,000 customers in 7 

New Jersey, is managerially incapable of managing a water system such as 8 

Twin Lakes which has only 113 customers.  Additionally, as I noted above, 9 

the Commission, in its order approving the proposed acquisition of Twin 10 

Lakes by Middlesex, deemed Middlesex a capable public utility that has the 11 

managerial, technical, and financial ability to provide safe and adequate 12 

service to the customers of Twin Lakes.   13 

  Furthermore, as shown in its Form 10-K, Middlesex is more than 14 

capable of providing the capital needed to maintain safe and reliable service 15 

to the customers of Twin Lakes given that Middlesex plans to spend $124 16 

million in capital improvements in 2020 to upgrade and replace utility 17 

infrastructure and enhance the integrity and reliability of its assets.  18 

Therefore, based on the financial and managerial capabilities currently 19 

available to Twin Lakes through Middlesex, the petition by Twin Lakes to 20 

request the Commission order a capable public utility to acquire a small 21 

water or sewer company is unnecessary and inappropriate. 22 
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ELEMENTS OF A 529 INVESTIGATION SET FORTH IN SECTION 1 

529(a)(3)-(6)  2 

Q. WHAT IS THE PURPOSE OF THE SIX ELEMENTS OF A 529 3 

INVESTIGATION? 4 

A. As mentioned above, the Commission evaluates six elements set forth in 5 

Section 529(a) to determine whether a capable public utility should be 6 

ordered to acquire a small water or sewer utility.  In this section, I address 7 

elements three through six. 8 

 9 

 Third Element of Section 529(a) 10 

Q. WHAT IS THE THIRD ELEMENT OF SECTION 529(a)? 11 

A. The third element of Section 529(a) states that “the small water or sewer 12 

utility cannot reasonably be expected to furnish and maintain adequate, 13 

efficient, safe and reasonable service and facilities in the future.”13  14 

 
13  66 Pa. C.S. § 529(a)(3). 
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Q. WHAT EVIDENCE DID THE COMPANY PROVIDE TO SUPPORT 1 

THE ASSERTION THAT IT CANNOT REASONABLY BE 2 

EXPECTED TO FURNISH AND MAINTAIN ADEQUATE, 3 

EFFICIENT, SAFE AND REASONABLE SERVICE AND 4 

FACILITIES IN THE FUTURE? 5 

A. In its petition, Twin Lakes addresses the financial and technical viability of 6 

the Company and the Company’s ability to meet its current and future 7 

requirement to maintain and operate the system in an adequate and efficient 8 

manner (529 Petition). 9 

  The Company states that soon after Middlesex acquired Twin Lakes, 10 

it became known that the system was worse than it was represented by the 11 

previous owner where the Company states that financial and operational 12 

arrangements for the Company were unsustainable (529 Petition, Paragraph 13 

13).   14 

  Twin Lakes also refers to its most recent base rate case at Docket 15 

No. R-2019-3010958 (Order entered March 26, 2020) where the Company 16 

states that the Commission’s basis for approving a rate increase for less 17 

than the amount requested was due to concerns with affordability of 18 

customer rates.  Also, in the 2019 base rate case, the Commission denied 19 

the Company’s and the Office of Consumer Advocate’s (OCA’s) request to 20 

begin a Section 529 proceeding due to the rate increase the Company 21 

received in the proceeding and the opportunity to secure PENNVEST loans 22 
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for necessary improvements.  The Company was later approved for a 1 

PENNVEST loan but states this would have resulted in a significant 2 

income tax burden on Twin Lakes’ customers (529 Petition, Paragraph 17 3 

through Paragraph 20).   4 

  In May 2020, Middlesex demanded payment from Twin Lakes for 5 

its three outstanding Unsecured Revolving Promissory Notes and Twin 6 

Lakes responded that it would be unable to meet the payment demand 7 

stating that this demonstrates Middlesex will no longer provide financial 8 

support for the Company (529 Petition, Paragraph 21 and Paragraph 22).   9 

  A few days later, Middlesex issued a letter providing notice of the 10 

termination of the service agreement between the Company and Middlesex 11 

which provided financial and operational support.  The Company issued a 12 

request for proposal (RFP) to provide operation and maintenance support 13 

but was unable to find an operator capable of operating the Twin Lakes 14 

system, and therefore, it would not have the operational and financial 15 

support to maintain or distribute quality water to its customers (529 16 

Petition, Paragraph 24 through Paragraph 23).   17 

  In June 2020, the Company issued a letter to the Commission’s 18 

Bureau of Technical Utility Services, I&E, and the OCA requesting the 19 

initiation of a 529 investigation and while a docket number was assigned, 20 

the Commission stated that the request was not an official filing with the 21 

Commission.  Finally, in July 2020, the Company filed with the 22 
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Commission a petition for a 529 Investigation be conducted (529 Petition, 1 

Paragraph 28 through Paragraph 32). 2 

 3 

Q. WAS MIDDLESEX AWARE OF THE ISSUES WITH THE TWIN 4 

LAKES SYSTEM PRIOR TO ITS ACQUISITION? 5 

A. Yes.  In Middlesex’s and Twin Lakes’ joint application for the acquisition 6 

of Twin Lakes by Middlesex dated May 20, 2008 (I&E Exhibit No. 2, 7 

Schedule 3), a President’s Report dated September 24, 2007 was included 8 

stating, “Mr. Doll reviewed the President’s Report and highlighted certain 9 

items for the benefit of the Board.  An item included in the President’s 10 

Report related to a business development opportunity which has been 11 

identified in Pennsylvania and which deals with the potential acquisition of 12 

a troubled system [emphasis added], namely, Twin Lakes Water 13 

Company.”  Also, as stated above, the Commission was aware of the 14 

condition of the Twin Lakes system and stated in the order approving the 15 

acquisition of Twin Lakes by Middlesex that “Middlesex Water Company 16 

is a large, public water provider who has the managerial, technical and 17 

financial capabilities to safely and adequately operate the subject system 18 

and make the badly needed repairs and upgrades.”14 19 

 
14  Joint application of Middlesex Water Company (Middlesex) and Twin Lakes Water Services, LLC 

(Twin Lakes) for approval of: 1) the transfer by sale of Twin Lakes to Middlesex; 2) the right of 
Middlesex to begin to offer, render, furnish and supply water service to the public in the development 
of Sagamore Estates, Shohola Township, Pike County; and 3) the abandonment of public water service 
by Twin Lakes, Docket No. A-2008-2050092, pp. 5-6 (Order entered March 2, 2009). 



 

17 

The above points show that Middlesex was well aware that Twin 1 

Lakes was a troubled system more than a year before the Commission’s 2 

final order approving the sale of Twin Lakes to Middlesex and the parties 3 

continued with the acquisition knowing there were issues with the Twin 4 

Lakes system and it was specifically stated in the Commission’s order that 5 

the system needed significant repairs and upgrades.  I can only conclude 6 

that Middlesex was confident in its abilities to deal with a relatively small 7 

troubled water system given its extensive capabilities and resources.   8 

 9 

Q. DO YOU HAVE ANY COMMENTS REGARDING MIDDLESEX 10 

DEMANDING PAYMENT FROM TWIN LAKES FOR ITS THREE 11 

OUTSTANDING UNSECURED REVOLVING PROMISSORY 12 

NOTES AND THE TERMINATION OF THE SERVICE 13 

AGREEMENT WITH TWIN LAKES? 14 

A. Yes.  It was only two months after the Final Order from Twin Lakes’ 2019 15 

base rate case that Middlesex demanded payment from Twin Lakes for its 16 

three outstanding Unsecured Revolving Promissory Notes knowing that 17 

Twin Lakes would not be able to make these payments.  Through 18 

Middlesex demanding payment, Middlesex was stating it will no longer 19 

provide any form of financial support to Twin Lakes even though, as 20 

discussed above, Middlesex has the financial capabilities to maintain and 21 
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operate the Twin Lakes’ system in order to provide safe and reliable service 1 

to Twin Lakes’ customers.   2 

  Furthermore, it was only a matter of days after Middlesex demanded 3 

payment for the three outstanding Unsecured Revolving Promissory Notes 4 

that Middlesex provided a notice of termination of its Service Agreement 5 

between Middlesex and Twin Lakes.  Middlesex was fully aware that, as a 6 

result, its wholly owned subsidiary, Twin Lakes, would not have the 7 

operating and maintenance support needed to provide safe and reliable 8 

service to its customers through terminating the service agreement.  This is 9 

despite the fact that the Middlesex management team has been providing 10 

managerial and operating support to Twin Lakes since it was acquired by 11 

Middlesex in 2009, and remembering that the same individuals are also 12 

senior officers and on the board of directors for Middlesex which serves 13 

approximately 61,000 water customers. 14 

 15 

Q. DOES THE COMPANY MEET THE CRITERIA FOR THE THIRD 16 

ELEMENT OF A 529 ACQUISITION? 17 

A. No.  As I have discussed above regarding the inappropriateness of the Twin 18 

Lakes’ 529 Petition given the financial and managerial stability through 19 

Middlesex to provide safe and reliable service to the customers of Twin 20 

Lakes, Middlesex is a capable public utility, as was determined by the 21 

Commission in 2009, and is capable of providing safe and reliable service 22 
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to the customers of Twin Lakes.  Middlesex, however, through its threats of 1 

cutting off financial and operational support, is attempting to “wash its 2 

hands” of an investment and to force another capable public utility to 3 

“clean up the mess” left by Middlesex while completely disregarding its 4 

obligation to provide and maintain adequate, efficient, safe, and reasonable 5 

service and facilities to the customers of Twin Lakes.  Unfortunately, no 6 

other “capable public utility” can bring more to the table than Middlesex is 7 

already providing.15   8 

 9 

 Fourth Element of Section 529(a) Investigation 10 

Q. WHAT IS THE FOURTH ELEMENT OF SECTION 529(a)? 11 

A. The fourth element of Section 529(a) states that, “alternatives to acquisition 12 

have been considered in accordance with subsection (b) and have been 13 

determined by the commission to be impractical or not economically 14 

feasible.”16 15 

 16 

Q. WHAT ARE THE ALTERNATIVES TO ACQUISITION LISTED IN 17 

SUBSECTION (b)? 18 

A. Section 529(b) lists the five alternatives to acquisition to be discussed with   19 

 
15  Hearing Transcript, Docket No. P-2020-3020914, August 21, 2020, p. 129.   
16  66 Pa. C.S. § 529(a)(4). 
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the small public utility and considered by the Commission as follows: 1 

(1)  The reorganization of the small water or sewer utility under 2 
new management. 3 

(2)  The entering of a contract with another public utility or a 4 
management or service company to operate the small water or 5 
sewer utility. 6 

(3)  The appointment of a receiver to assure the provision of 7 
adequate, efficient, safe and reasonable service and facilities 8 
to the public. 9 

(4)  The merger of the small water or sewer utility with one or 10 
more other public utilities. 11 

(5)  The acquisition of the small water or sewer utility by a 12 
municipality, a municipal authority or a cooperative. 13 

 14 

Q. DID THE COMPANY CONSIDER THE FIRST ALTERNATIVE OF 15 

THE REORGANIZATION OF THE COMPANY UNDER NEW 16 

MANAGEMENT? 17 

A. Yes.  The Company’s response to I&E-I-1 states that its sole source of 18 

financial support was Middlesex which ceased support to the Company on 19 

May 28, 2020 and that Twin Lakes is unable to establish a credit 20 

arrangement at a reasonable cost due to being unable to demonstrate that it 21 

has the net income or cash flow to support debt repayment.  Finally, the 22 

Company states it may file a petition for bankruptcy protection if the 23 

Commission denies their petition as a result of the 529 Investigation (I&E 24 

Exhibit No. 2, Schedule 4).  25 
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Q. DID THE COMPANY CONSIDER THE SECOND ALTERNATIVE 1 

OF ENTERING INTO A CONTRACT WITH ANOTHER PUBLIC 2 

UTILITY OR A MANAGEMENT OR SERVICE COMPANY TO 3 

OPERATE THE COMPANY? 4 

A. Yes.  The Company’s response to I&E-I-2 states that it issued a Request 5 

For Proposal (RFP) for the operation and maintenance of the Twin Lakes 6 

system due to the anticipated departure of Middlesex.  The Company states 7 

it received one RFP response from Farnham and Associates (Farnham), but 8 

the RFP omitted information and services the Company requested in its 9 

RFP.  As a result, the Company concluded that Farnham did not provide 10 

sufficient information that Farnham was capable to operate the Twin Lakes’ 11 

system (I&E Exhibit No. 2, Schedule 5). 12 

 13 

Q. DID THE COMPANY CONSIDER THE THIRD ALTERNATIVE OF 14 

THE APPOINTMENT OF A RECEIVER TO ASSURE THE 15 

PROVISION OF ADEQUATE, EFFICIENT, SAFE AND 16 

REASONABLE SERVICE AND FACILITIES TO THE PUBLIC? 17 

A. Yes.  The Company’s response to I&E-I-3 states the Company supports the 18 

OCA’s petition17 for Aqua to be appointed receiver of the Company to 19 

 
17  Petition for Issuance of an Emergency Order on an Expedited Basis, Docket No. R-2020-3020914. 
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provide adequate, efficient, safe, and reasonable service to Twin Lakes 1 

(I&E Exhibit No. 2, Schedule 6). 2 

 3 

Q. DID THE COMPANY CONSIDER THE FOURTH ALTERNATIVE 4 

OF THE MERGER OF THE COMPANY WITH ONE OR MORE 5 

OTHER PUBLIC UTILITIES? 6 

A. Yes.  The Company’s response to I&E-I-4 states Twin Lakes engaged in 7 

discussions with Aqua in 2011 and American Water Works (American 8 

Water) in 2013 to acquire the Company but neither Aqua nor American 9 

Water showed any interest in acquiring the Company.  In 2015, the 10 

Company met with the Chairman of the Commission to assist the Company 11 

in identifying a system to acquire it, but no remedies were identified.  In 12 

2017, the Company met with the OCA and the Commission staff on 13 

separate occasions to assist in identifying a system to acquire the Company 14 

as well as informal discussions with Aqua and American Water, but these 15 

discussions were unsuccessful.  Finally, the Company engaged in 16 

discussions with Utilities, Inc. to acquire the Company but were 17 

unsuccessful.  (I&E Exhibit No. 2, Schedule 7).  18 
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Q. DID THE COMPANY CONSIDER THE FIFTH ALTERNATIVE OF 1 

THE ACQUISITION OF THE COMPANY BY A MUNICIPALITY, A 2 

MUNICIPAL AUTHORITY OR A COOPERATIVE? 3 

A. Yes.  The Company’s response to I&E-I-5 states it considered the closest 4 

public water system in Milford Township to acquire the system, but it was 5 

determined to be financially and operationally impractical (I&E Exhibit 6 

No. 2, Schedule 8). 7 

 8 

Q. DOES THE COMPANY MEET THE CRITERIA FOR THE 9 

FOURTH ELEMENT OF SECTION 529(a)? 10 

A. Yes.  Twin Lakes has considered the alternatives to acquisition and 11 

demonstrated that the above alternatives to acquisition are impractical or 12 

not economically feasible, and therefore, the criteria set forth in Section 13 

529(a) has been met.  14 

 15 

 Fifth Element of Section 529(a) 16 

Q. WHAT IS THE FIFTH ELEMENT OF SECTION 529(a)? 17 

A. Section 529(a) states that, “the acquiring capable public utility is 18 

financially, managerially and technically capable of acquiring and operating 19 
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the small sewer utility in compliance with applicable statutory and 1 

regulatory standards.” 18 2 

 3 

Q. HAS A CAPABLE PUBLIC UTILITY THAT IS FINANCIALLY, 4 

MANAGERIALLY, AND TECHNICALLY CAPABLE OF 5 

ACQUIRING THE COMPANY BEEN IDENTIFIED? 6 

A. Yes.  OCA identified Aqua as a capable acquiring public utility in its 7 

Petition for Issuance of an Emergency Order on an Expedited Basis (OCA 8 

Petition).19  In the OCA Petition, the OCA states that “Aqua Pennsylvania 9 

appears to be financially, managerially, and technically capable to serve 10 

Twin Lakes’ customers.”20  The OCA further states, “It appears that Twin 11 

Lakes has not received a qualified proposal in response to the RFP.  The 12 

OCA respectively requests the Commission direct Aqua Pennsylvania to 13 

act as a receiver to operation Twin Lakes until the resolution of the Section 14 

529 proceeding.”21  15 

 
18  66 Pa. C.S. § 529(a)(5).   
19  Petition for Issuance of an Emergency Order on an Expedited Basis, Docket No. R-2020-3020914. 
20  Petition for Issuance of an Emergency Order on an Expedited Basis, Paragraph 17, Docket No. R-

2020-3020914. 
21  Petition for Issuance of an Emergency Order on an Expedited Basis, Paragraph 18, Docket No. R-

2020-3020914. 
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Q. ARE THERE ANY OTHER CAPABLE PUBLIC UTILITY 1 

COMPANIES, MUNICIPALITIES, MUNICIPAL AUTHORITIES, 2 

OR COOPERATIVES IN THE AREA OTHER THAN AQUA? 3 

A. Yes.  The Commission, Twin Lakes, Aqua, and the statutory parties 4 

identified three.  A notice was sent by the Commission to the following 5 

identified entities (including Aqua) notifying them of the Twin Lakes 529 6 

Investigation (I&E Exhibit No. 2, Schedule 9): 7 

• Pennsylvania-American Water Company (PAWC); 8 

• Aqua Pennsylvania, Inc. (Aqua); 9 

• United Water a/k/a SUEZ Water Pennsylvania, Inc. (SUEZ); and 10 

• Milford Water Authority. 11 

 12 

Q. HOW MANY OF THE ABOVE REFERENCED ENTITIES 13 

PROVIDE WATER SERVICE TO 4,000 OR MORE CUSTOMER 14 

CONNECTIONS? 15 

A. Three of these entities provide water service to 4,000 or more customer 16 

connections.  PAWC, Aqua, and SUEZ provide water service to 17 

approximately 666,000, 443,000, and 64,000 customers, respectively.    18 
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Q. HAS AQUA RECENTLY ACQUIRED ANY OTHER WATER OR 1 

WASTEWATER COMPANIES? 2 

A. Yes.  In 2019, Aqua acquired the Cheltenham Township system which 3 

provide service to approximately 10,000 customers and the system of the 4 

outside borough customers of the Borough of Phoenixville which provide 5 

service to approximately 550 customers.  In 2020, Aqua acquired the East 6 

Norriton Township system which provides service to approximately 5,000 7 

customers (I&E Exhibit No. 2, Schedule 10).   8 

 9 

Q. HAS AQUA DEMONSTRATED IT IS FINANCIALLY, 10 

MANAGERIALLY, AND TECHNICALLY CAPABLE OF 11 

ACQUIRING OTHER WATER COMPANIES? 12 

A. Yes.  In direct testimony for the acquisition of the East Norriton Township 13 

system,22 Aqua witness William C. Packer states, “Aqua currently provides 14 

utility service to approximately 28,000 wastewater customers in the 15 

Commonwealth and has years of experience operating wastewater 16 

treatment and collection systems in a safe, reliable, and efficient manner.  17 

Moreover, APW has the managerial technical, and financial resources to 18 

continue to operate, maintain and improve the East Norriton Wastewater 19 

system.”23 20 

 
22  Docket No. A-2019-3009052.   
23  Docket No. A-2019-3009052, Aqua Exhibit U, p. 14. 
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Q. HAS I&E DETERMINED WHETHER THE CRITERIA FOR THE 1 

FIFTH ELEMENT OF SECTION 529(a) IS MET? 2 

A. Yes.  Aqua is a capable public utility that is financially, managerially, and 3 

technically capable of compliance with applicable statutory and regulatory 4 

standards.  Aqua currently serves approximately 443,000 water customers 5 

and Aqua clearly indicated in the East Norriton Township proceeding that it 6 

is capable of acquiring systems of 5,000 customers.  Therefore, Aqua is 7 

capable of operating Twin Lakes’ system of only 113 customers. 8 

 9 

 Sixth Element of Section 529(a) 10 

Q. WHAT IS THE SIXTH ELEMENT OF SECTION 529(a)? 11 

A. The sixth element states that, “the rates charged by the acquiring capable 12 

public utility to its pre-acquisition customers will not increase unreasonably 13 

because of the acquisition.” 24 14 

 15 

Q. WOULD THE ACQUISITION OF THE COMPANY BY AQUA 16 

UNREASONABLY INCREASE RATES FOR PRE-ACQUISITION 17 

CUSTOMERS? 18 

A. No.  The Company’s 113 customers are not going to unreasonably affect 19 

rates for pre-acquisition customers as Aqua currently supplies water 20 

 
24  66 Pa. C.S. § 529(a)(6).   
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services to approximately 443,000 customers and the Company’s customers 1 

would represent less than 0.1% of all water customers.   2 

 3 

Q. HAS I&E DETERMINED WHETHER THE SIXTH ELEMENT OF 4 

SECTION 529(a) IS MET? 5 

A. Yes.  The acquisition by Aqua of Twin Lakes would not result in an 6 

unreasonable increase in rates for Aqua’s current customers.  Aqua has 7 

demonstrated through the acquisition of several larger wastewater systems 8 

that Aqua is capable of acquiring a system such as the Company’s without 9 

a significant increase in rates for existing customers.   10 

 11 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 12 

A. Yes.  13 
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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is Christopher Keller.  My business address is Pennsylvania Public 2 

Utility Commission, Commonwealth Keystone Building, 400 North Street, 3 

Harrisburg, PA 17120. 4 

 5 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?  6 

A.  I am employed by the Pennsylvania Public Utility Commission (Commission) in 7 

the Bureau of Investigation and Enforcement (I&E) as a Fixed Utility Financial 8 

Analyst. 9 

 10 

Q. ARE YOU THE SAME CHRISTOPHER KELLER WHO SUBMITTED 11 

THE DIRECT TESTIMONY CONTAINED IN I&E STATEMENT NO. 2 12 

AND I&E EXHIBIT NO. 2? 13 

A. Yes. 14 

 15 

Q. WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY? 16 

A. The purpose of my surrebuttal testimony is to respond to the rebuttal testimony of 17 

Aqua Pennsylvania, Inc. (Aqua) witness William C. Packer (Aqua Statement No. 18 

2-R) and Twin Lakes Utilities, Inc. (Twin Lakes or Company) witness A. Bruce 19 

O’Connor (Twin Lakes Statement No. 2-R).   20 
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Q. DOES YOUR SURREBUTTAL TESTIMONY INCLUDE AN 1 

ACCOMPANYING EXHIBIT? 2 

A. Yes.  I&E Exhibit No. 2-SR supports my surrebuttal testimony.  In this surrebuttal 3 

testimony, I also reference my direct testimony (I&E Statement No. 2). 4 

 5 

Q. WHAT DID YOU RECOMMEND IN DIRECT TESTIMONY? 6 

A. In direct testimony, I recommended that the Commission deny the Company’s 529 7 

Petition to order a capable public utility (presumably Aqua Pennsylvania, Inc. 8 

(Aqua) to acquire Twin Lakes pursuant to Section 529 based on the results of my 9 

investigation, combined with the testimony and conclusions presented by I&E 10 

witness Esyan Sakaya in I&E Statement No. 1. 11 

  I addressed Section 529(c) which lists six factors to be considered if the 12 

Commission can order a capable public utility to acquire a small water utility.  In 13 

particular, I addressed the first factor of the overall inappropriateness of the 14 

petition due to the financial and managerial stability of the Company’s parent, 15 

Middlesex Water Company (Middlesex). 16 

I also addressed Section 529(a) which states that the Commission may 17 

order a capable public utility to acquire a small sewer utility if the Commission 18 

determines that six factors are met.  In particular, I addressed factors (3) through 19 

(6) of Section 529 in my direct testimony, which relate to Twin Lakes’ inability to 20 

furnish and maintain adequate, efficient, safe and reasonable service; alternatives 21 

to acquisition; the financial, managerial, and technical capabilities of Aqua; and 22 
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the rates charged by Aqua to its pre-acquisition customers after the acquisition of 1 

Twin Lakes.   2 

 3 

Q. SUMMARIZE MR. PACKER’S REBUTTAL TESTIMONY REGARDING 4 

YOUR RECOMMENDATION TO DENY THE REQUEST TO HAVE 5 

AQUA ACQUIRE THE TWIN LAKES SYSTEM. 6 

A. Mr. Packer asserts that Office of Consumer Advocate (OCA) witness Morgan N. 7 

DeAngelo and I make the recommendation that Aqua is a capable public utility 8 

that should be ordered to acquire the Twin Lakes system.  Even though Mr. Packer 9 

admits that I did not specifically make this recommendation, he states that I 10 

concluded the acquisition of Twin Lakes by Aqua would not result in an 11 

unreasonable increase in rates for Aqua’s customers (Aqua Statement No. 2-R, p. 12 

5, lines 10-18).   13 

  Mr. Packer opines that I recommended the Commission should order Aqua 14 

to acquire the Twin Lakes system.  He further states that Aqua is willing to act as a 15 

receiver for the Twin Lakes system but disagrees that the Commission should 16 

order Aqua to acquire the Twin Lakes system.  Mr. Packer references the rebuttal 17 

testimony of Aqua witness Stephen Clark (Aqua Statement No. 1-R) and that the 18 

acquisition of the Twin Lakes system by Aqua should be authorized if Aqua and 19 

Twin Lakes voluntarily negotiate and Aqua files an application with the 20 

Commission to acquire the Twin Lakes system (Aqua Statement No. 2-R, p. 5, 21 

line 20 through p. 6, line 7). 22 
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Q. DID YOU RECOMMEND THAT THE COMMISSION ORDER AQUA TO 1 

ACQUIRE THE TWIN LAKES SYSTEM AS PART OF THIS 529 2 

PROCEEDING? 3 

A. No.  In direct testimony, I recommended that the Commission deny the 4 

Company’s 529 Petition to order a capable public utility, presumably Aqua, to 5 

acquire Twin Lakes pursuant to Section 529 (I&E Statement No. 2, p. 3, lines 1-6 

6).  I only referenced Aqua because the OCA identified Aqua as a capable public 7 

utility in its Petition for Issuance of an Emergency Order on an Expedited basis1 in 8 

order to make a determination if the fifth element of Section 529(a) was met (I&E 9 

Statement No. 2, pp. 23-27).  I simply stated that, in general, Aqua would meet the 10 

qualifications of a capable public utility, but I did not recommend that Aqua be 11 

ordered to acquire Twin Lakes.   12 

 13 

Q. SUMMARIZE MR. O’CONNOR’S REBUTTAL TESTIMONY 14 

REGARDING THE THIRD ELEMENT OF 529(a). 15 

A. Mr. O’Connor opines that I am evaluating the wrong entity, Middlesex Water 16 

Company (Middlesex), in determining if the third element of a 529 acquisition has 17 

been met.  Mr. O’Connor states that Middlesex is a New Jersey corporation, is not 18 

registered to do business in Pennsylvania, and is not the entity that entered into the 19 

Asset Purchase Agreement to acquire the Twin Lakes system.  Mr. O’Connor 20 

 
1  Petition for Issuance of an Emergency Order on an Expedited Basis, Docket No. R-2020-3020914. 
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argues, as a result of the above, the Company cannot serve as an entity to be 1 

evaluated under Section 529(a)(3).  Mr. O’Connor opines that Twin Lakes should 2 

be evaluated on its own.  Mr. O’Connor references my exhibit regarding the 3 

Certificate of Public Convenience I included in my I&E Exhibit No. 2 and states 4 

that it was not signed by the Commission’s Secretary and, therefore, is not valid.  5 

Mr. O’Connor states that to the best of his knowledge, the Commission did not 6 

issue a Certificate of Public Convenience to Twin Lakes, and argues that for 7 

matters brought before the Commission, the Commission has acknowledged Twin 8 

Lakes as the jurisdictional public utility that owns the Twin Lakes system.  Mr. 9 

O’Connor references correspondence on April 4, 2011 and May 17, 2011 between 10 

Middlesex and the Commission that Twin Lakes is the owner of the Twin Lakes 11 

system and not Middlesex.  Mr. O’Connor states that without the financial and 12 

operational support of Middlesex, Twin Lakes cannot operate the system without 13 

relief under Section 529 and that the managerial expertise of Twin Lakes will 14 

change this.  According to Mr. O’Connor, I stated that no other utility can bring 15 

more to the table than Middlesex.  He opines that Aqua has the ability to spread 16 

the cost needed to maintain service for Twin Lakes and that Middlesex is not 17 

subject to the Commission’s jurisdiction (Twin Lakes Statement No. 2-R, pp. 2-18 

12).  19 
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Q. WHAT IS YOUR RESPONSE TO MR. O’CONNOR’S COMMENTS 1 

REGARDING THE CERTIFICATE OF PUBLIC CONVENIENCE THAT 2 

WAS INCLUDED IN YOUR EXHIBIT TO SUPPORT YOUR DIRECT 3 

TESTIMONY? 4 

A. Mr. O’Connor argues that the Certificate of Public Convenience I included in my 5 

exhibit was not an executed Commission document as it was not signed by the 6 

Commission’s Secretary and is not valid (Twin Lakes Statement No. 2-R, pp. 4-5).  7 

On the advice of counsel, I am not responding to legal opinions presented in Mr. 8 

O’Connor’s testimony and this will be addressed in I&E’s brief.  9 

  I will add that, as I argue below, Mr. O’Connor’s argument ignores the 10 

statements made by the Commission in the Commission’s orders regarding the 11 

original acquisition of Twin Lakes by Middlesex back in 2008/2009.  The 12 

referenced Certificate of Public Convenience is just one piece of the puzzle.   13 

 14 

Q. WHAT IS YOUR RESPONSE TO MR. O’CONNOR THAT YOU STATED 15 

NO OTHER CAPABLE PUBLIC UTILITY CAN BRING MORE TO THE 16 

TABLE THAN MIDDLESEX? 17 

A. In Mr. O’Connor’s rebuttal testimony, he states, “For Mr. Keller to state that no 18 

other utility can bring more to the table than Middlesex – a foreign corporation not 19 

subject to Commission jurisdiction – is simply not accurate” (Twin Lakes 20 

Statement No. 2-R, p. 10, lines 21-23).  This statement in incorrect.  In direct 21 

testimony, I stated that “no other ‘capable public utility’ can bring more to the 22 
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table than Middlesex is already providing (emphasis added)” (I&E Statement No. 1 

2, p. 19, lines 6-8).  In fact, I referenced Aqua as a capable public utility that is 2 

financially, managerially, and technically capable of compliance with applicable 3 

statutory and regulatory standards when I addressed the fifth element of Section 4 

529(a) (I&E Statement No. 2, p. 27, lines 3-5).  As stated in my direct testimony 5 

and above, neither Aqua, nor any other capable public utility, can bring more to 6 

the table than Middlesex is already providing.   7 

 8 

Q. DO YOU HAVE ANY OTHER RESPONSE TO MR. O’CONNOR’S 9 

COMMENTS CONCERNING THE THIRD ELEMENT OF 529(a)? 10 

A. Yes.  The Commission’s prior orders relying on the application filed by Middlesex 11 

evidence the Commission’s reliance on the representations made by Middlesex.  In 12 

the Commission’s Order, entered March 2, 2009, approving the acquisition of 13 

Twin Lakes by Middlesex, the Commission stated, “That upon receipt of a notice 14 

of closing, a Certificate of Public Convenience shall be issued pursuant to section 15 

1101 of the Public Utility Code, 66 Pa. C.S. § 1101, authorizing Middlesex Water 16 

Company to begin to offer, render, furnish, or supply water service to the public in 17 

the Sagamore Estates development, located in Shohola Township, Pike County.”2  18 

 
2  Joint application of Middlesex Water Company (Middlesex) and Twin Lakes Water Services, LLC (Twin Lakes) 

for approval of: 1) the transfer by sale of Twin Lakes to Middlesex; 2) the right of Middlesex to begin to offer, 
render, furnish and supply water service to the public in the development of Sagamore Estates, Shohola Township, 
Pike County; and 3) the abandonment of public water service by Twin Lakes, Docket No. A-2008-2050092, 
paragraph 2 (Order entered March 2, 2009). 
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Additionally, the Commission addressed Middlesex as acquiring Twin Lakes in 1 

the above referenced Order:3 2 

4. That nothing herein shall be construed to exempt Middlesex Water 3 
Company from obtaining all other necessary permits, licenses and 4 
approvals from other state, federal and local governmental agencies. 5 

 6 
5. That within ten days following the date of closing, Middlesex Water 7 

Company shall file, with the Commission, a tariff adopting the rules, 8 
rates and regulations contained in Twin Lakes’ tariff, effective on the 9 
date of closing. 10 

 11 
6. That a copy of this Order be served upon Middlesex Water Company, 12 

Twin Lakes Water Services, LLC, the Office of Trial Staff, the Office 13 
of Consumer Advocate, the Department of Environmental Protection 14 
– Northeast Regional Office and its Bureau of Regulatory Counsel 15 
and the Department of Revenue – Bureau of Corporate Taxes. 16 

 17 

  The Commission relied on the information provided by Middlesex in its 18 

application filed on February 26, 2008 (I&E Exhibit No. 2-SR, Schedule 1) and 19 

subsequent information filed on May 20, 2008 (I&E Exhibit No. 2-SR, Schedule 20 

2) to approve the sale of Twin Lakes to Middlesex.  For example, in the 21 

application filed on February 26, 2008, Middlesex states, “At this time the MWC 22 

seeks to acquire the assets of the TLWC which provides service to 120 customers 23 

in the lake front community called Sagamore Estates, located in Shohola 24 

Township, Pike County, Pennsylvania.  Further, the Company is seeking 25 

permission to operate water systems in Pennsylvania and is anticipating the 26 

 
3  Joint application of Middlesex Water Company (Middlesex) and Twin Lakes Water Services, LLC (Twin Lakes) 

for approval of: 1) the transfer by sale of Twin Lakes to Middlesex; 2) the right of Middlesex to begin to offer, 
render, furnish and supply water service to the public in the development of Sagamore Estates, Shohola Township, 
Pike County; and 3) the abandonment of public water service by Twin Lakes, Docket No. A-2008-2050092, 
paragraphs 4 through 6 (Order entered March 2, 2009). 
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creation of a regulated wholly own subsidiary of the MWC (emphasis added) (I&E 1 

Exhibit No. 2-SR, Schedule 1, p. 2). 2 

  Further, in Middlesex’s and Twin Lakes’ joint application for the 3 

acquisition of Twin Lakes by Middlesex dated May 20, 2008, Middlesex states 4 

that it wishes to expand its service territory into Pennsylvania (I&E Exhibit No. 5 

2-SR, Schedule 2, p. 5).   6 

  Based on the information provide by Middlesex in the above referenced 7 

documents, the Commission made the following statement in its Order, entered 8 

March 2, 2009 in approving the acquisition of Twin Lakes by Middlesex:4 9 

 Middlesex Water Company is a large, public water provider 10 
who has the managerial, technical and financial capabilities to 11 
safely and adequately operate the subject system and make the 12 
badly needed repairs and upgrades.  The Commission finds that 13 
the granting of the joint application of Middlesex Water 14 
Company and Twin Lakes Water Services, LLC for approval 15 
of the transfer of ownership of the Twin Lakes water system 16 
assets is necessary or proper for the service, accommodation, 17 
convenience or safety of the public.  Therefore, we find that 18 
the record provides substantial evidence of affirmative public 19 
benefit sufficient to warrant approval of the proposed 20 
transaction…  21 

 
4 Joint application of Middlesex Water Company (Middlesex) and Twin Lakes Water Services, LLC (Twin Lakes) 

for approval of: 1) the transfer by sale of Twin Lakes to Middlesex; 2) the right of Middlesex to begin to offer, 
render, furnish and supply water service to the public in the development of Sagamore Estates, Shohola Township, 
Pike County; and 3) the abandonment of public water service by Twin Lakes, Docket No. A-2008-2050092, pp. 
5-6 (Order entered March 2, 2009). 
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 The Commission also included Middlesex’s credentials in approving the 1 

acquisition of Twin Lakes by Middlesex:5 2 

The Middlesex Water Company, established in 1897 and 3 
headquartered in Iselin, New Jersey, provides regulated and 4 
unregulated water, wastewater and related services in New 5 
Jersey, Delaware and Maryland.  In New Jersey, the Middlesex 6 
system provides retail water service to approximately 59,000 7 
customers and is under contract to seven (7) municipalities in 8 
central New Jersey.  The company’s unregulated subsidiary 9 
operates the water and wastewater assets of the City of Perth 10 
Amboy under a long term privatization contract.  The 11 
company’s other subsidiaries, the Pineland Water and 12 
Wastewater Companies provide water and wastewater service 13 
to Southampton Township in southern New Jersey. 14 

   15 

Mr. O’Connor argues that the Commission erroneously referred to Middlesex as 16 

the owner of the Twin Lakes system.  Mr. O’Connor references a filing dated 17 

April 4, 2011 and a letter from the Commission’s Secretary’s Bureau dated May 18 

17, 2011 correcting the error (Twin Lakes Statement No. 2, p. 6, lines 2-7).  In the 19 

above referenced letter from the Commission’s Secretary’s Bureau (I&E Exhibit 20 

No. 2-SR, Schedule 3), the Commission very clearly states, “This is in reference to 21 

your letter of April 4, 2011, which notified the Commission that Middlesex Water 22 

Company (Company) is doing business in the Commonwealth of Pennsylvania 23 

under the name of Twin Lakes Utilities, Inc.”  This letter, which is more than two 24 

and half years after the Commission’s Order approving the sale of Twin Lakes to 25 

 
5 Joint application of Middlesex Water Company (Middlesex) and Twin Lakes Water Services, LLC (Twin Lakes) 

for approval of: 1) the transfer by sale of Twin Lakes to Middlesex; 2) the right of Middlesex to begin to offer, 
render, furnish and supply water service to the public in the development of Sagamore Estates, Shohola Township, 
Pike County; and 3) the abandonment of public water service by Twin Lakes, Docket No. A-2008-2050092, p. 3 
(Order entered March 2, 2009). 
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Middlesex, shows that the Commission believed that Middlesex is doing business 1 

in Pennsylvania. 2 

Therefore, all of the above demonstrates that the Commission relied on the 3 

representations made by Middlesex and recognized  that Twin Lakes is owned by 4 

Middlesex and is operating in Pennsylvania (I&E Exhibit No. 2-SR, Schedule 3). 5 

 6 

Q. DOES YOUR RECOMMENDATION CHANGE AS A RESULT OF MR. 7 

PACKER’S OR MR. O’CONNOR’S REBUTTAL TESTIMONY? 8 

A. No.  I continue to recommend that the Commission deny the Company’s 529 9 

Petition to order a capable public utility (presumably Aqua) to acquire Twin Lakes 10 

pursuant to Section 529 based on the results of my investigation in I&E Statement 11 

No. 2, combined with the testimony and conclusions presented by I&E witness 12 

Esyan Sakaya in I&E Statement No. 1. 13 

 14 

Q. DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY? 15 

A. Yes. 16 



I&E Exhibit No. 2-SR 
Witness: Christopher Keller
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Respondent: Stephen Clark 
Date: 10/23/2020 

 
PETITION OF TWIN LAKES UTILITIES, INC FOR A COMMISSION ORDER 

AUTHORIZING THE ACQUISITION OF TWIN LAKES UTILITIES, INC. BY A 
CAPABLE PUBLIC UTILITY PURSUANT TO 66 PA. C.S. § 529 

 
DOCKET NO. P-2020-3020914 

 
OFFICE OF CONSUMER ADVOCATE 

 
SET I INTERROGATORIES TO AQUA 

 
 
OCA-AQUA-I-5 Please provide an estimate of the capital costs which Aqua would sustain 

with the acquisition and operation of Twin Lakes.  Please provide a detailed 
breakdown for the following: 

 
a. How would Aqua plan to resolve the issue of experiencing high levels 

of unaccounted for water as a result of continually occurring leaks, or 
plan to address the factors causing the leaks? 
 

b. How would Aqua plan to resolve the issue of the lead action level 
exceedance? 
 

c. How would Aqua plan to resolve the issue of the lack of a backup well 
and the problems identified with the existing well? 
 

d. Other necessary capital expenditures 
 
RESPONSE 
 

a. Aqua plans to complete a systemwide leak detection survey to locate 
existing water leaks.  As a part of this systemwide survey, Aqua would 
develop a multi-year water main replacement plan for the Twin Lakes 
community. Aged, undersized, poorly installed and leak prone pipe 
material would be prioritized. Aqua would install meter pits at the curb 
and relocate the Company-owned meters outside the customer’s home. 
Per Aqua’s current tariff, the water meter would remain Company 
owned/maintained while the meter pit and any appurtenances would be 
dedicated to the customer to be owned/maintained.  
 

b. Aqua would comply with the Lead & Copper Regulations established 
by the Pennsylvania DEP. Aqua would study Twin Lakes’ water 
quality and then implement a treatment plan to optimize corrosion 
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control. The specifics of that treatment plan will not be known until 
the study is completed. It is probable that chemical addition to increase 
raw water pH would be necessary to reduce water corrosivity. The lead 
action level exceedance is likely a result of low pH water leaching lead 
from solder used in the customer’s internal plumbing. 

 
c. Aqua’s hydrogeologist would assess the two (2) existing groundwater 

sources in Twin Lakes and then make recommendation as to whether 
the existing wells are candidates for repair or whether new sources 
would need to be developed. 

 
d. Aqua would review the system and address safety issues, if any, with 

the existing well treatment station. Aqua’s capital plan also includes 
construction of an appropriately sized water storage tank and an 
emergency backup generator for the well station. 

 
 

Aqua projects the aforementioned capital work to cost approximately 
$4,500,000. 
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NOTICE OF SECTION 529 ACQUISITION INVESTIGATION

To Proximate Service Providers and Proximate Municipalities:

The PUC’s Acquisition Investigation

Twin Lakes Utilities, Inc. (Twin Lakes) is a water service provider operating within the
proximate vicinity of your service territory or serving customers within proximity to your municipality.
Twin Lakes has approximately one hundred thirteen (113) active residential customers located within
Shohola Township, Pike County, PA and is regulated by the Pennsylvania Public Utility Commission
(PUC) under the Pennsylvania Public Utility Code.

On July 16, 2020, Twin Lakes filed a Petition with the Public Utility Commission (Commission)
at Docket No. P-2020-3020914 asking the Commission to issue an Order authorizing the acquisition of
Twin Lakes by a capable public utility pursuant to Section 529 of the Public Utility Code (66 Pa. C.S.
Section 529). A Section 529 proceeding also requires a discussion of alternatives to acquisition.

Notice of the Investigation

Section 529(h) of the Public Utility Code (66 Pa. C.S. Section 529(h)) states that the notice
required by subsection (a) of Section 529 shall be served upon all proximate public utilities providing the
same type of service as the small water utility and the municipalities served by the small water utility.
The PUC’s Bureau of Investigation & Enforcement (I&E) has identified you as a proximate public utility
providing the same type of service as the small water utility or a municipality in proximity to the
customers served by the small water utility. Having been identified as described above, you are required
to receive Notice of the Acquisition Investigation (Notice) and you may be joined as a party to the
proceeding at Docket No. P-2020-3020914.

Actions You Can Take

The burden to prosecute the proceeding is with the PUC’s Bureau of Investigation and
Enforcement. However, as stated above, you are required to receive this Notice and you may be joined as
a party to the proceeding.

You may file a formal Petition to Intervene stating your specific concerns, or you may file any
other responsive pleading by October 1, 2020. Petitions or other pleadings should include the docket
number (P-2020-3010914) and be sent to:

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
P.O. Box 3265
Harrisburg, PA 17105-3265

with a copy to Deputy Chief Administrative Law Judge Joel H. Cheskis, PUC, P.O. Box 3265,
Harrisburg, PA 17105-3265. Petitions or other responsive pleadings must be received by the Secretary by
close of business on October 1, 2020. Or, you may eFile your Petition or other pleading using the
Commission's website at www.puc.pa.gov. The link to eFile is located under the Filing & Resources tab
on the homepage. ISWC and/or any other party to this proceeding have the right to file a responsive
pleading to any petition or other pleading you file.

Otherwise, as a person or entity receiving this Notice, or as a party to the proceeding, you will
continue to be served with all documents, correspondence, and all other relevant materials regarding this
proceeding.

Rosemary Chiavetta
Secretary

Dated: September 1, 2020
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Respondent: Erin M. Feeney 
Date: 10/30/2020 

PETITION OF TWIN LAKES UTILITIES, INC FOR A COMMISSION ORDER 
AUTHORIZING THE ACQUISITION OF TWIN LAKES UTILITIES, INC. BY A 

CAPABLE PUBLIC UTILITY PURSUANT TO 66 PA. C.S. § 529 

DOCKET NO. P-2020-3020914 

BUREAU OF INVESTIGATION AND ENFORCEMENT 

SET I INTERROGATORIES TO AQUA 

I&E-AQUA-I-1 Provide a list of all acquisitions of water and wastewater systems made by 
Aqua Pennsylvania, Inc. for 2018, 2019, and 2020.  For each acquisition, 
provide the name of the company acquired, the docket number and the 
number of customers acquired by water and wastewater. 

RESPONSE 

Please see the below table.   

No. Docket No. System Name Number of 
Customers 

Water / 
Wastewater 

1 A-2019-3019052 East Norriton Township 4,966 Wastewater
2 A-2019-3008491 Cheltenham Township 10,219 Wastewater
3 A-2018-2642837 & 

A-2018-2642839 
Outside Borough 
customers of the Borough 
of Phoenixville

567 Water 

4 A-2018-3001582 East Bradford Township 1,248 Wastewater
5 A-2017-2605434 Limerick Township 5,434 Wastewater
6 A-2017-2626577 Sun Valley Water 

Company
81 Water 

7 Total Water 648

8 Total Wastewater 21,867
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OCA STATEMENT 1 

 

 

BEFORE THE 

PENNSYLVANIA PUBLIC UTILITY COMMISSION 

 

 

PETITION OF TWIN LAKES UTILITIES, INC.  : 
FOR A COMMISSION ORDER AUTHORIZING : 
THE ACQUISITION OF TWIN LAKES   :  Docket No. P-2020-3020914 
UTILITIES, INC. BY A CAPABLE PUBLIC  : 
UTILITY PURSUANT TO 66 PA. C.S. § 529 : 

 

 

 

 

 

DIRECT TESTIMONY 

OF 

MORGAN N. DEANGELO 

 

 

 

ON BEHALF OF 

PENNSYLVANIA OFFICE OF CONSUMER ADVOCATE 

 

 

 

NOVEMBER 17, 2020 



1 

 1 

Introduction: 2 

Q.  Please state your name, business address and occupation. 3 

A. My name is Morgan N. DeAngelo.  My business address is 555 Walnut Street, Forum 4 

Place, 5th Floor, Harrisburg, Pennsylvania 17101.  I am currently employed as a 5 

Regulatory Analyst by the Pennsylvania Office of Consumer Advocate (OCA). 6 

 7 

Q. Please describe your educational background and qualifications to provide 8 

testimony in this case. 9 

A. I have a Master’s degree in Business Administration and a Bachelor’s degree in Finance 10 

from Wilkes University.  My educational background and qualifications are described in 11 

Appendix A. 12 

 13 

Q.  Please summarize the nature of this case before the Commission. 14 

A. On July 16, 2020, Twin Lakes Utilities, Inc. (Twin Lakes or Company) filed a petition 15 

with the Pennsylvania Public Utility Commission (Commission) for a Commission Order 16 

authorizing the acquisition of Twin Lakes by a capable utility. The Office of Consumer 17 

Advocate (OCA) requested the Commission enter an expedited order pursuant to 529 of 18 

the Public Utility Code, instituting a proceeding to order the acquisition of the ownership 19 

and assets of Twin Lakes, by a proximate capable utility. Twin Lakes’ sole financial and 20 

operational support, Middlesex Water Company, has indicated that it will no longer be 21 

providing its support. As a result, Twin Lakes cannot reasonably be expected to furnish 22 

and maintain adequate, efficient, safe and reasonable service and facilities in the future. 23 

 24 

Q. What authority is the Commission granted under Section 529 of the Public Utility 25 

Code? 26 

A. Section 529(a) of the Public Utility Code allows the Commission to order a capable 27 
  public utility to acquire a small water or wastewater system if it determines the following: 28 

  (1) that the small water or sewer utility is in violation of statutory or regulatory 29 
standards, including, but not limited to, the act of June 22, 1937 (P.L.1987, 30 
No.394), known as The Clean Streams Law, the act of January 24, 1966 (1965 31 
P.L.1535, No.537), known as the Pennsylvania Sewage Facilities Act, and the act 32 
of May 1, 1984 (P.L.206, No.43), known as the Pennsylvania Safe Drinking 33 



2 

  Water Act, and the regulations adopted thereunder, which affect the safety, 1 
adequacy, efficiency or reasonableness of the service provided by the small water 2 
or sewer utility. 3 
 4 
(2) that the small water or sewer utility has failed to comply, within a reasonable 5 
period of time, with any order of the Department of Environmental Resources or 6 
the commission concerning the safety, adequacy, efficiency or reasonableness of 7 
service, including, but not limited to, the availability of water, the potability of 8 
water, the palatability of water or the provision of water at adequate volume and 9 
pressure. 10 
 11 
(3) that the small water or sewer utility cannot reasonably be expected to furnish 12 
and maintain adequate, efficient, safe and reasonable service and facilities in the 13 
future. 14 
 15 
(4) that alternatives to acquisition have been considered in accordance with 16 
subsection (b) and have been determined by the commission to be impractical or 17 
not economically feasible. 18 

(5) that the acquiring capable public utility is financially, managerially and 19 
technically capable of acquiring and operating the small water or sewer utility in 20 
compliance with applicable statutory and regulatory standards; and 21 
 22 
(6) that the rates charged by the acquiring capable public utility to its 23 
preacquisition customers will not increase unreasonably because of the 24 
acquisition. 25 

 26 

Adequate and Reasonable Service: 27 

Q.  Please state whether Twin Lakes can “reasonably be expected to furnish and 28 

maintain adequate, efficient, safe and reasonable service and facilities in the future.” 29 

A. Twin Lakes is a wholly owned subsidiary of Middlesex Water Company (Middlesex), 30 

providing its financial and operational support through a Service Agreement dated 31 

December 1, 2009.  As of June 1, 2020, Middlesex notified Twin Lakes of the 32 

termination of the Service Agreement, becoming effective on September 1, 2020.  On 33 

September 1, 2020 Twin Lakes filed an Amended Service Agreement, extending the 34 

duration of the original Service Agreement until October 1, 2020, on a month to month 35 

basis.  36 

 37 
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On February 26, 2018, Twin Lakes issued a letter informing Commission staff members, 1 

the Acting Consumer Advocate and the Small Business Advocate of the emergent need to 2 

undertake system improvements due to ongoing system failure.  These improvements 3 

would increase customers’ annual water bills to over $4,000 per customer.  The letter 4 

identified three options to practically proceed.  The options included (1) file a petition for 5 

abandonment of the Twin Lakes system franchise; (2) file for emergency rate relief; or 6 

(3) identify a larger investor-owned water utility better positioned to make these 7 

necessary improvements to the Twin Lakes systems.1  8 

 9 

Twin Lakes is unable to establish a credit arrangement at any reasonable cost with any 10 

financial institution as a stand-alone entity.2  Without the support from Middlesex, Twin 11 

Lakes cannot “reasonably be expected to furnish and maintain adequate, efficient, safe 12 

and reasonable service and facilities in the future.”  A system take-over solution is 13 

necessary to mitigate the risk of losing the only source of water supply serving the 14 

residents of the Sagamore Estates community. 15 

 16 

Q. Please state whether the alternatives to acquisition such as, (1) reorganization under 17 

new management; (2) entering into a contract with another public utility or 18 

management or service company to operate the small utility; (3) the appointment of 19 

a receiver to assure the adequate, efficient, safe and reasonable service and facilities 20 

are provided to the public; (4) the merger of Twin Lakes with one or more other 21 

public utilities and (5) the acquisition of Twin Lakes by a municipality, municipal 22 

authority or cooperative, have been considered. 23 

A. The alternatives to acquisition have all been considered and at this point, and aside from 24 

(3) the appointment of a receiver to assure the adequate, efficient, safe and reasonable 25 

service of facilities are provided to the public, (1), (2) and (4) are deemed impractical and 26 

economically unfeasible. Twin Lakes is incapable of finding a business solution with 27 

other public utilities, and in addition to management issues, Twin Lakes also faces failing 28 

infrastructure. Under alternative (5), the OCA has outstanding discovery to the29 

                                                           
1 Twin Lakes response to I&E-RS-I-4 at Docket No. P-2020-3020914. 
2 Twin Lakes response to I&E-RS-I-1 at Docket No. P-2020-3020914 



4 

Borough of Milford Water Authority. 1 

 2 

Capability of Acquiring Utility: 3 

Q. Please state whether the acquiring capable utility is financially, managerially and 4 

technically capable of acquiring and operating the small water or sewer utility in 5 

compliance with applicable statutory and regulatory standards. 6 

A. Aqua Pennsylvania Inc. (Aqua) appears to be financially and managerially capable of 7 

“acquiring and operating the small water or sewer utility in compliance with applicable 8 

statutory and regulatory standards.” If acquired, Twin Lakes will become a part of 9 

Aqua’s Greater Pennsylvania – Honesdale Division operation.3  In response to OCA 10 

discovery Set I-1, Aqua anticipates that it would be able to better manage operational 11 

expenses through utilizing its own staff and leveraging Aqua’s corporate purchasing 12 

agreements for expenditures like power, chemicals and construction materials.  Aqua is 13 

also aware of necessary capital expenditures in which they would sustain with the 14 

acquisition and operation of Twin Lakes and are prepared to do so.4  Aqua anticipates an 15 

approximate $4.5 million in capital expenditures to resolve current system issues.5   16 

 17 

Q. What is the requirement of Section 529 of the Public Utility Code regarding 18 

 pre-acquisition customers? 19 

A. The sixth factor of Section 529 provides as follows: 20 

(6) that the rates charged by the acquiring capable public utility to its 21 

preacquisition customers will not increase unreasonably because of the 22 

acquisition. 23 

 24 

Q. Will the rates charged to Aqua’s pre-acquisition customers increase unreasonably if 25 

Aqua acquires Twin Lakes? 26 

A. As stated above, Twin Lakes serves 114 residential customers, and Aqua serves 405,272.  27 

Aqua, states there will be no immediate effect of the rates of current customers, in 28 

                                                           
3 Aqua response to OCA-I-3 at Docket No. P-2020-3020914. 
4 Aqua response to OCA-I-5 at Docket No. P-2020-3020914. 
5 Id.  
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response to OCA-I-7.   If available, Aqua plans to use the low cost financing option, 1 

Pennvest grant/loan approved in February 2020 in the amounts of an approximate $4.66 2 

million grant and a loan up to $300,000.6  With the projected capital expenditures in the 3 

range of $4.5 - $4.7 million, it would result in an estimated additional revenue 4 

requirement in the range of $258,000 and $270,000.7  If all of the additional revenue 5 

requirement is borne by Aqua’s existing residential water customers, it would be 6 

approximately equal to 0.09% of Aqua’s 2019 water revenues from residential metered 7 

water customers.   8 

 9 

It does not appear that the impact on Aqua’s existing water customers would be 10 

unreasonable.  11 

 12 

 13 

Conclusion: 14 

Q. Please Summarize the OCA’s recommendation in this proceeding. 15 

A. It is the position of the OCA that Twin Lakes lacks the financial, managerial and 16 

technical fitness to continue to operate and provide safe and adequate service to 17 

customers.  I recommend that the Commission order Aqua, as a Capable Public Utility, to 18 

acquire Twin Lakes. 19 

 20 

Q. Does this conclude your direct testimony at this time? 21 

A. Yes, it does. I reserve the rights to modify or supplement my testimony if necessary. 22 

 23 

 24 

 25 

 26 

                                                           
6 Aqua response to OCA-I-6 at Docket No. P-2020-3020914. 
 
7 This is based on Aqua’s overall rate of return of 6.28% as shown in 2nd Quarter Earnings Report filed on 
September 3, 2020..  If it is able to use the Pennvest loan and grant, the cost of debt for the loan portion  (1%) 
would be lower than Aqua’s embedded debt cost rate (4.21%) that I used in my calculation. See Twin Lakes 
Petition, Appendix F, Page 110 of PDF. 
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Appendix A 1 

 2 

QUALIFICATIONS OF 3 
MORGAN N. DEANGELO 4 

 5 

 6 

Education: 7 

  2020 M.B.A., Wilkes University 8 

  2018 B.B.A. Finance, Wilkes University 9 

 10 

Positions: 11 

June 2020 – Present  Regulatory Analyst, Pennsylvania Office of Consumer 12 
Advocate 13 

2018 – 2020  Graduate Assistant, Office of Student Development,  14 
Wilkes University 15 

 16 

Experience: 17 

  I am currently employed by the Pennsylvania Office of Attorney General, Office 18 
of Consumer Advocate (OCA) as a Regulatory Analyst. In this position, my 19 
responsibilities of reviewing utility company filings with the Pennsylvania Public 20 
Utility Commission (PA PUC) and analyzing the financial, economic, rate of 21 
return, and policy issues that are relevant to the filings. Additionally, I am tasked 22 
with preparing recommendations for the OCA’s involvement in utility filings with 23 
the PA PUC, writing testimony and presenting oral testimony on behalf of the 24 
OCA. 25 

 26 

Relevant Training: 27 

  IPU Accounting and Ratemaking Course, August 2020 28 
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Introduction: 1 

Q.  Please state your name, business address and occupation. 2 

A. My name is Morgan N. DeAngelo.  My business address is 555 Walnut Street, Forum 3 

Place, 5th Floor, Harrisburg, Pennsylvania 17101.  I am currently employed as a Regulatory 4 

Analyst by the Pennsylvania Office of Consumer Advocate (OCA). 5 

 6 

Q. Please describe your educational background and qualifications to provide testimony 7 

in this case. 8 

A. My educational background and qualifications are included with my direct testimony. 9 

 10 

Q. Have you previously provided testimony in this case? 11 

A. Yes.  I provided direct testimony in this case on November 17, 2020 in OCA Statement 1. 12 

 13 

Q. What is the purpose of your surrebuttal testimony? 14 

A. In my surrebuttal testimony, I will comment on the rebuttal testimony of Aqua 15 

Pennsylvania Inc. (Aqua) witnesses Stephen Clark (Aqua Rebuttal Testimony Statement 16 

No. 1-R) and William Packer (Aqua Rebuttal Testimony Statement No. 2-R) which 17 

responds to the issues discussed in my direct testimony.  I will also address the rebuttal 18 

testimony of Twin Lake Utilities, Inc. (Twin Lakes or Company) witness Bruce O’Connor 19 

(Twin Lakes Rebuttal Testimony Statement No. 2-R). 20 

 21 

Q. Please summarize the OCA’s position in this case. 22 

A. The OCA’s recommendation in this case is that the Pennsylvania Public Utility 23 

Commission (PUC or Commission) order Aqua, as a capable public utility, to acquire Twin 24 

Lakes.  It is the OCA’s position that Twin Lakes lacks the financial, managerial and 25 

technical fitness to provide safe and adequate service to customers.  Evidence of record 26 

demonstrates that it is urgent to appoint a capable public utility to acquire Twin Lakes. 27 

 28 

Q. Please summarize your direct testimony regarding the third requirement of Section 29 

 529(a) of the Public Utility Code dealing with adequate and reasonable service. 30 
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A. In my direct testimony, I explained that Middlesex Water Company (Middlesex), the sole 1 

financial and operational support of Twin Lakes, notified Twin Lakes of their termination 2 

of the Service Agreement, effective September 1, 2020.  On September 1, 2020, Twin 3 

Lakes filed an Amended Service Agreement, extending the duration of the original Service 4 

Agreement on a month-to-month basis.1  Twin Lakes has filed subsequent amendments on 5 

October 1, November 1, and December 1, 2020.  Its fourth  amendment filed December 1, 6 

2020 extends the Service Agreement until January 1, 2021. As Middlesex and Twin Lakes 7 

have proceeded to extend the Service Agreement only on a month-to-month basis 8 

providing no guarantees regarding what it will do in the future, it is not clear if or when 9 

Twin Lakes and Middlesex will cease extending the agreement between them. Managing 10 

such an essential utility service on a month to month basis is an unsustainable way to 11 

operate. Twin Lakes has indicated that Middlesex is under no obligation to continue 12 

furnishing support to Twin Lakes and its customers.2  OCA’s analysis has focused on Twin 13 

Lakes as the utility under review, but has significant concerns with Middlesex Water’s 14 

actions in regard to its public service obligation in Pennsylvania.  Aqua and the Bureau of 15 

Investigation and Enforcement (I&E) have provided testimony that states that Middlesex 16 

Water has financial and managerial responsibility for Twin Lakes.3 As noted, though, 17 

Middlesex is providing its services in a way that is not sustainable for an essential service. 18 

Thus, it is also the OCA’s position that the third element of the Section 529(a) is met, 19 

justifying the Commission to order Aqua to take over the Twin Lakes system.   20 

 21 

Response to Aqua’s Rebuttal Testimony: 22 

 23 

Q. Please summarize Mr. Clark’s rebuttal testimony regarding adequate and  24 

 reasonable service. 25 

A. In response to my explanation that Twin Lakes is not fit to provide adequate and reasonable 26 

service, Mr. Clark states that Middlesex appears to have the technical, financial and 27 

managerial ability to continue to operate the Twin Lakes system.  He does not believe that 28 

                                                           
1OCA Statement 1 at p.2. 
2 Twin Lakes Statement No. 2-R at p.8. 
3 Aqua Statement No.2-R at p. 6 and I&E Statement No.2 at p.3. 
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Aqua should be ordered by the Commission to acquire Twin Lakes because its parent 1 

company, Middlesex, appears to be able to continue providing service.4  2 

  3 

Q. Do you agree with Mr. Clark that Middlesex appears to have the technical, financial 4 

 and managerial ability to continue to operate Twin Lakes? 5 

A. I did not undertake any analysis of Middlesex Water.  As stated above, the OCA’s analysis 6 

is focused on Twin Lakes in this case, not its parent company, Middlesex. Even if capable, 7 

Middlesex has clearly stated its intent to terminate the Service Agreement, initially 8 

effective September 1, 2020 in a letter sent to Twin Lakes on June 1, 2020.5  In addition, 9 

Middlesex threatening to stop serving Twin Lakes raises serious questions about their 10 

capability to act as, and assume the obligations, of a regulated public utility in 11 

Pennsylvania. 12 

 13 

Q. Does Mr. Clark agree that Aqua is a capable public utility? 14 

A. Yes. Mr. Clark believes Aqua is a capable public utility, and he also notes that Aqua is 15 

willing to act as a receiver during the pendency of the 529 proceeding.  He believes Aqua 16 

is financially, managerially and technically capable to operate the Twin Lakes system.6  17 

Aqua’s agreement to act as a receiver starting on January 4, 2021 addresses an immediate 18 

concern about the month to month extension of the service agreement between Twin Lakes 19 

and Middlesex.  However, the OCA recommends that the Section 529 proceeding move 20 

forward as expeditiously as possible to ensure a long-term solution for the Twin Lakes’ 21 

customers. 22 

 23 

Q. Does Mr. Clark address alternatives to acquisition considered by Twin Lakes in his 24 

 rebuttal testimony? 25 

A. Yes. Mr. Clark reviews Mr. Fullagar’s discussion about four alternatives to acquisition 26 

along with reasons why Mr. Fullagar concludes that the alternatives were not appropriate 27 

in this case7.  Those alternatives, discussed by Mr. Clark include interconnecting the Twin 28 

                                                           
4 Aqua Statement No.1-R at p.16. 
5 Twin Lakes Petition For A Commission Order at Appendix I. 
6 Aqua Statement No.1-R at p.17. 
7 Aqua Statement No.1-R at p.7-9. 
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Lakes’ system with the nearest public-community system in Milford Township, installation 1 

of private wells for each customer, Twin Lakes’ attempt to secure a  Pennsylvania 2 

Infrastructure Investment Authority (PENNVEST) grant, and Twin Lakes’ issuance of an 3 

RFP seeking a third party to operate, maintain and manage the system.8 4 

 5 

Q. What is Mr. Clark’s position regarding the drilling of individual wells as an 6 

 alternative to  acquisition? 7 

A. Mr. Clark states that Mr. Fullagar admits that customers have recently been able to obtain 8 

a waiver of Shohola Township Ordinance No. 59 to install private wells.9  He further states 9 

that “[a]lthough this alternative may present certain challenges, it is certainly not “legally 10 

impossible” as he [Mr. Fullagar] claims.”10 11 

 12 

Q. Do you agree with Mr. Clark’s position that drilling wells on each customer’s 13 

 property would be a practical alternative to acquisition in this case? 14 

A. No, I do not.  There is no evidence that all of Twin Lakes’ customers would be able to 15 

obtain waivers to Ordinance No. 59.  For example, as stated by witness Sean Kemether in 16 

the 8/21/2020 evidentiary hearing, some customers’ properties may be considered too 17 

small to consider drilling wells near existing septic systems.11 In addition, there is no 18 

evidence that customers would have the money to drill their own wells.  Therefore, there 19 

is no evidence that this is a viable alternative to ensure all customers receive safe, adequate 20 

and reliable service.  OCA witness Fought also addresses Mr. Clark’s position on this issue.   21 

 22 

Q. Does Mr. Packer agree that Aqua should be ordered by the Commission to acquire 23 

Twin Lakes? 24 

A. No.  Mr. Packer states that Aqua is willing to voluntarily act as the receiver for Twin Lakes 25 

water system, and it should only be authorized if Aqua and Twin Lakes voluntarily 26 

                                                           
8 Aqua Statement No.1-R at p.8. 
9 Aqua Statement No.1-R at p.8. 
10 Aqua Statement No.1-R at p.8. 
11 8/21/2020 Telephonic Evidentiary Hearing, Tr. at 53. 
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complete negotiations and Aqua files an application with the Commission to acquire the 1 

Twin Lakes system.12 2 

 3 

Q. Does Mr. Packer agree that Twin Lakes cannot be reasonably expected to furnish 4 

 and maintain adequate, efficient, safe and reasonable service and facilities in the 5 

 future? 6 

A. No, he does not.  Mr. Packer states that “Middlesex Water Company” (“Middlesex”) is a 7 

financially capable owner, and also appears to have the technical and managerial capability 8 

to continue to operate the system as it does today.” 13 9 

 10 

Q. Do you agree with Mr. Packer’s position that Twin Lakes can be reasonably 11 

 expected to furnish and maintain adequate service because Middlesex, its parent 12 

 company, appears to be capable to continue operating the system? 13 

A. The OCA’s position is based on Twin Lakes’ financial, managerial, and technical 14 

capabilities, but Twin Lakes is unable to perform without the support of Middlesex Water.  15 

Middlesex Water’s actions do not provide the necessary support for sustained operation of 16 

the system when the service agreement is on a month to month basis.   17 

 18 

Q. Please summarize Mr. Packer’s rebuttal testimony regarding the rates charged by 19 

 the acquiring capable utility to its preacquisition customers. 20 

A. Mr. Packer states if Aqua is ordered to acquire the system, its shareholders and ratepayers 21 

should not be required to bear the entirety of the costs to remediate and replace existing 22 

infrastructure.14 In February 2020, PENNVEST approved a grant/loan in the amounts of 23 

an approximate $4.66 million grant and a loan up to $300,000, 15 which would minimize 24 

the costs to remediate and replace the existing water supply and distribution system. In my 25 

direct testimony, I explained that if all of the additional revenue requirement is borne by 26 

Aqua’s existing residential water customers, it would be equal to approximately 0.09% of 27 

Aqua’s 2019 water revenues from residential metered customers.  Twin Lakes serves 114 28 

                                                           
12 Aqua Statement No.2-R at p. 6. 
13 Aqua Statement No.2-R at p.6. 
14 Aqua Statement No.2-R at p.8. 
15 8/21/2020 Telephonic Evidentiary Hearing, Tr. at 79. 
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residential customers, and Aqua serves 405,272.  Currently, existing Aqua main zone 1 

customers pay a monthly bill of approximately $6516, where Twin Lakes’ customers pay a 2 

monthly bill of approximately $225.17 As such, by spreading the costs over a large 3 

customer base, it does not appear that the impact on Aqua’s existing water customers would 4 

be unreasonable.18 5 

 6 

Response to Twin Lakes’ Rebuttal Testimony: 7 

 8 

Q. Please summarize Mr. O’Connor’s rebuttal testimony. 9 

A. Mr. O’Connor addresses the issue of whether Twin Lakes or Middlesex should be 10 

evaluated in determining whether Twin Lakes can reasonably be expected to furnish 11 

adequate service.  He states in his rebuttal that Twin Lakes is the entity being evaluated, 12 

not Middlesex.19  13 

 14 

Q. What is Mr. O’Connor’s position in regards to Mr. Keller’s statement that Twin 15 

 Lakes  is better suited to serve Twin Lakes’ customers than Aqua?  16 

A. Mr. O’Connor states that a Pennsylvania public utility such as Aqua has a large 17 

Pennsylvania customer base over which it can spread costs with a miniscule impact on any 18 

individual customer’s bill, as I calculated in my direct testimony. He further states that 19 

Aqua’s ability to spread these costs over a large customer base adequately addresses the 20 

Commission’s policy of ensuring affordability of rates and high quality of service. 21 

 22 

Q. Do you agree with Mr. O’Connor’s statements? 23 

A. Yes. Even if Twin Lakes were financially capable of performing necessary system 24 

improvements, customers’ annual water bills would increase to over $4,000 per customer. 25 

As stated above, Aqua would be able to spread these costs across its large customer base, 26 

while Twin Lakes would not.  Twin Lakes’ customers who testified at the public input 27 

hearings explained that they were barely able to pay their bills even prior to the increases 28 

                                                           
16 Aqua Supplement No. 7 to Tariff Water-Pa P.U.C. No. 2 at p. 12.1. 
17 Twin Lakes Supplement No. 10 to Tariff Water-PA P.U.C. No. 4 at p.4. 
18 OCA Statement 1 at p.5. 
19 Twin Lakes Statement No. 2-R at p.3. 
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proposed in the 2019 rate case.  Accordingly, as stated by Mr. O’Connor, Aqua is better 1 

situated than Twin Lakes to ensure Twin Lakes’ customers receive adequate service at 2 

affordable rates. 3 

 4 

Conclusion: 5 

 6 

Q. Does this conclude your rebuttal testimony at this time? 7 

A. Yes, it does.  I reserve the right to modify or supplement my testimony if necessary. 8 
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1 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE 1 

RECORD. 2 

A. Terry L. Fought, 780 Cardinal Drive, Harrisburg, Pennsylvania, 17111. 3 

 4 

Q BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 5 

A. I am a self-employed consulting engineer retained by the Office of Consumer 6 

Advocate (OCA) for the purposes of providing testimony in this proceeding. 7 

 8 

Q. PLEASE DESCRIBE YOUR BACKGROUND AND QUALIFICATIONS. 9 

A. Appendix A, which is attached to this testimony, describes my educational 10 

background and applicable experience. 11 

 12 

Q. WHAT ISSUES HAVE YOU BEEN ASKED TO INVESTIGATE REGARDING 13 

THIS TWIN LAKES WATER COMPANY (COMPANY) CASE? 14 

A. The OCA requested that I investigate issues related to the quality of service 15 

provided by the Company.  16 

 17 

Q. WHAT DID YOUR INVESTIGATION CONSIST OF? 18 

A. My investigation included: (1) reviewing portions of the Company’s Petition asking 19 

the Commission to start this proceeding (2) reviewing the Company’s report filed 20 

as required by the Commission’s order in the 2019 rate case, and (3) reviewing 21 

the Company’s responses to the OCA’s Interrogatories regarding quality of service 22 

issues. 23 
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 24 

Q.  BRIEFLY DESCRIBE THE COMPANY’S WATER SYSTEM. 25 

A.  The Company provides water service to approximately 114 customers located in 26 

a portion of Shohola Township in Pike County known as the Sagamore Estates. 27 

The Company’s water supply source consists of Well #2 with a safe yield of 28 

approximately 50 gallons per minute (gpm) or 72,000 gallons per day (gpd). A 29 

second well, Well #1, is no longer usable because the well hole collapsed. Water 30 

is treated by chlorine disinfection and stored in a 20,000-gallon tank prior to being 31 

pumped into the Company’s distribution system by two high lift pumps. The 32 

Company’s distribution system consists of approximately 3.7 miles of pipe (various 33 

sizes ranging from 2-inch to 6-inch mains and ¾-inch and 1-inch service lines), 34 

isolation valves, blow-off valves, and meters.  See Exhibit TLF-1 for a map of the 35 

Company’s system. 36 

 37 

Q. DID YOU PROVIDE TESTIMONY IN TWIN LAKES’ 2019 RATE CASE? 38 

A. Yes.  39 

 40 

Q. UNDERSTANDING THAT YOUR TESTIMONY IN THE RATE CASE HAS BEEN 41 

ADMITTED INTO THE RECORD IN THIS CASE, CAN YOU SUMMARIZE WHAT 42 

ISSUES YOU ADDRESSED IN THE RATE CASE TESTIMONY? 43 
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A. My direct and surrebuttal testimony addressed, among other things, the 1 

Company’s compliance with the Settlement in the 2015 Rate Case, unaccounted  2 

for water (UFW), development of a new well, rehabilitating Well #2, the Company’s 3 

exceedance of the lead action level, financing, water line breaks & replacements 4 

and water outages. 5 

 6 

Q. HAVE YOU REVIEWED INFORMATION REGARDING EACH OF THOSE 7 

ISSUES TO DETERMINE THE CURRENT STATE OF TWIN LAKES’ 8 

OPERATIONS? 9 

A. Yes.  10 

 11 

Q. HAS THE COMPANY RESOLVED THE UNACCOUNTED FOR WATER 12 

ISSUES? 13 

A. No. 14 

 15 

Q. HAS THE COMPANY DEVELOPED A NEW WELL? 16 

A. No.  The Company drilled a new well but did not equip it or connect it to the 17 

distribution system. 18 

 19 

Q. HAS THE COMPANY REHABILITATED WELL # 2? 20 

A. No. 21 

 22 
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Q. DO YOU KNOW THE STATUS OF THE COMPANY’S ACTIONS AS REQUIRED 1 

BY THE DEPARTMENT OF ENVIRONMENTAL PROTECTION FOLLOWING 2 

THE LEAD ACTION LEVEL EXCEEDANCE THAT OCCURRED IN 2019? 3 

A. Yes.  The Company’s 2020 testing for lead indicates that the lead action level was 4 

not exceeded. 5 

 6 

Q. DID THE COMPANY PROVIDE AN UPDATE TO THE COMMISSION 7 

FOLLOWING THE 2019 RATE CASE? 8 

A. I reviewed the Company’s July 22, 2020 letter that was required in the 2019 rate 9 

case order.  In that letter, the Company stated that there had been no progress on 10 

the capital improvements due to a lack of “financial funding capability”. 11 

 12 

Q. DID THE COMPANY PROVIDE AN UPDATE TO ITS UFW IN ITS 2019 ANNUAL 13 

REPORT TO THE COMMISSION? 14 

A. Yes.  In that report, the Company calculated its UFW for 2019 to be 85%. 15 

 16 

Q. DID YOU ASK THE COMPANY TO PROVIDE UPDATED INFORMATION FOR 17 

THIS PROCEEDING? 18 

A. Yes.  The information was provided by Twin Lakes in response to OCA 19 

Interrogatories.   20 

 21 

Q. HAS THE COMPANY PROVIDED ANY ADDITIONAL INFORMATION ON ITS 22 

UFW? 23 
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A. Yes.  In response to OCA-I-27, the Company calculated the UFW for the first 1 

three quarters of 2020 to be 89.6% based on metered water and water 2 

production.  [(19,438-2,015)/19,438]1.  See Exhibit TLF-2. 3 

 4 

Q. ASSUMING AN UFW OF 20%, HOW MUCH WATER SHOULD HAVE BEEN 5 

PUMPED AT WELL #2 DURING THE FIRST THREE QUARTERS OF 2020? 6 

A. 2,418,000 gallons [2,015,000 x 1.2].  7 

 8 

Q HOW MUCH WATER WAS PUMPED AT WELL #2 DURING THE FIRST THREE 9 

QUARTERS OF 2020? 10 

A. 19,438,000 gallons or 8 times [19,438/2,418] more than necessary to comply with 11 

an UFW of 20%.  12 

 13 

Q. DOES THE UPDATED INFORMATION FROM TWIN LAKES INDICATE THAT 14 

ALL THE ISSUES THAT YOU HAVE IDENTIFIED IN THE 2019 RATE CASE, 15 

HAVE BEEN ADDRESSED? 16 

A. No. 17 

 18 

Q. DOES THE UPDATED INFORMATION FROM TWIN LAKES INDICATE THAT 19 

THE DISTRIBUTION SYSTEM WATER LINE BREAKS AND REPLACEMENTS 20 

HAVE CONTINUED SINCE THE 2019 RATE CASE?  21 

A. Yes.  See Exhibit TLF-3.  22 

                                                 

1 In thousand gallons. 
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 1 

Q. DOES THE UPDATED INFORMATION FROM TWIN LAKES INDICATE THAT 2 

WATER OUTAGES HAVE CONTINUED TO OCCUR SINCE THE 2019 RATE 3 

CASE? 4 

A. Yes.  There were 8 outages that occurred after August 2019.  See Exhibit TLF-4. 5 

 6 

Q. DOES THIS COMPLETE YOUR WRITTEN DIRECT TESTIMONY? 7 

A. Yes, at this time.  I reserve the right to supplement this testimony either in writing 8 

or orally if additional relevant information is received.   9 

 10 
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Education 
 
Cleveland State University, Cleveland, Ohio, Bachelor of Civil Engineering, 1967 
 
Professional Registrations 
 
Professional Engineer, Pennsylvania, PE-023343-E, 1975 
 
Professional Engineer, New Jersey, GE 25392, 1978 (Inactive) 
 
Professional Engineer, Virginia, 10850, 1979 (Inactive) 
 
Professional Land Surveyor, Pennsylvania, SU-000194-A, 1980 (Inactive) 
 
Employment 
 
From March 1983 to date, I have been a self-employed consulting engineer engaged in providing 
consulting engineering services to water and wastewater utilities, both private and municipal.   
 
From May 1969 to March 1983, I was employed be E. H. Bourquard & Associates, Inc. as a 
project engineer to water and wastewater clients.  At the time I left the firm I was a vice-president. 
 
From 1962 to 1969, I was employed by the State of Ohio, Department of Highways and the 
Geauga County Ohio Sanitary Engineers Office as an engineer’s assistant to assistant sanitary 
engineer with breaks in employment to attend college and 1½ years active duty military service.  
 
Experience 
 
I have prepared studies related to and designed water supply, treatment, transmission, 
distribution and storage facilities.  I have provided services to the following private and municipal 
water suppliers:  Amber Hill Mobile Home Park, Brockway Borough Municipal Authority, Dallas 
Water Company, Eastern Gas and Water Investment Company, Haddonfield Hills Development, 
Halifax Borough, Langhorne Spring Water Company, Mifflintown Municipal Authority, Neshaminy 
Water Resources Authority, Newberry Water Company, Pleasant View Mobil Home Park, H. B. 
Reese Candy Company, Shavertown Water Company, Smethport Water Company, 
Tunkhannock Water Company, and Watts Business Center. 
 
I have prepared studies related to and designed wastewater collection and interceptor sewers, 
pumping stations and force mains, and treatment plants.  I have provided services to the following 
private and municipal sewerage utilities:  Brockway Glass Company, Central Dauphin School 
District, Clean Waste Technologies, Inc., Dauphin Borough, Dauphin Borough Municipal 
Authority, Halifax Area School District, Halifax Municipal Authority, Mercersburg Borough, Middle 
Paxton Township, Newberry Sewer Company, Newberry Township Municipal Authority, Park-a-
way Park Family Campground, Reading Township Municipal Authority, Reynoldsville Borough, 
Saint Thomas Township, and Watts Business Center. 
 
I have prepared over 100 stormwater management and drainage plans for land development and 
subdivision plans in Cumberland, Dauphin, and York Counties.  Most of these plans included the 
design of storm sewer collection systems. 
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List of Public Utility cases which I have testified or provided substantial assistance: 
 
NEW JERSEY BUREAU OF PUBLIC UTILITIES 
 

Docket Number Company Name  
 
7712-1140 City of Trenton 
787-847  Hackensack Water Company 
814-119 City of Trenton 
8310-862 City of Trenton 
 

PENNSYLVANIA PUBLIC UTILITY COMMISSION 
 
Docket Number  Company Name  

 
C-2010-2175673  Pennsylvania-American Water Company 

 C-2011-2259004  Endsley v PAWC 
C-2012-2332951  Tschachler v UGI 

 C-2014-2447138  Hidden Valley Utility Services - Water 
C-2014-2447169   Hidden Valley Utility Services - Wastewater 
C-2018-2644592  Winola Water Company 
F-2011-2280415  Lynette Lugo Lopez v PGW 
F-2012-2311590  Belinda Lyles v Aqua 
F-2012-2330753  Scott v PGW 
I-840377  Pennsylvania Gas and Water Company 
I-00050109  PAWC High Fluoride Incident 
I-00072313  WP Water & Sewer Co. 
I-2009-2109324  Clean Treatment Sewer Company 
I-2016-2526085  Delaware Sewer Company 
P-2008-2075142  Pennsylvania-American Water Company 
P-2014-2404341  Delaware Sewer Company 
P-2017-2584953  Aqua Pennsylvania, Inc. 
P-2017-2594725  Newtown Artesian Water Company 
P-2017-2585707  Pennsylvania-American Water Company 
P-2017-2589724  Suez Water Pennsylvania, Inc. 
R-00850174  Philadelphia Suburban Water Company 
R-00932785  Meadows Water Company 
R-00963708 (Sewer)  Wynnewood Water & Sewer Corporation  
R-00963709 (Water)  Wynnewood Water & Sewer Corporation 
R-00984257  Consumers Pa. Water Company 
R-00984334  National Utilities, Inc. 
R-00984375  City of Bethlehem 
R-00994672  Superior Water Company 
R-00005031  Penn Estates Utilities, Inc. 
R-00005050  Emporium Water Company 
R-00005212 (Sewer)  Pennsylvania-American Water Company 
R-00005997  Jackson Sewer Corporation 
R-00027982 (Sewer)  Pennsylvania-American Water Company 
R-00049862  City of Lancaster – Sewer Fund 
R-00050607  Glendale Yearound Sewer Co. 
R-00050659  Wonderview Water Co. 
R-00050673  Pocono Water Co. 
R-00050678  Mesco, Inc.  
R-00050814  Marietta Gravity Water Co. 
R-00051030  Aqua Pennsylvania, Inc. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION (Continued) 
 

Docket Number  Company Name  
 
R-00051167  City of Lancaster – Water Fund 
R-00061297  Emporium Water Co. 
R-00061492  Reynolds Disposal Co. 
R-00061496  Columbia Water Co. 
R-00061617  Allied Utilities Services 
R-00061618  Imperial Point Water Co. 
R-00061625  Phoenixville Sewer Fund 
R-00061645  Eaton Water Co. 
R-00062017  Borough of Ambler Water Department 
R-00072074 (Sewer)  Aqua PA, Little Washington Division 
R-00072075 (Sewer)  Aqua PA, Chesterdale/Williamstown Division 
R-00072351  Village Water Company 
R-00072491  Clarendon Water Company 
R-00072492  City of Bethlehem, Bureau of Water 
R-00072493 (Water)  Total Environmental Solutions, Inc., Treasure Lake 
R-00072711  Aqua PA 
R-2008-2020729  Blue Knob Water Company 
R-2008-2020873  Warwick Drainage Company 
R-2008-2020885  Warwick Water Works, Inc. 
R-2008-2032689  PAWC Coatesville Wastewater Operations 
R-2008-2039261  Superior Water Company 
R-2008-2045157  Columbia Water Company 
R-2008-2047291  Rock Spring Water Company 
R-2008-2079310  AQUA, PA 
R-2008-2081738  Little Washington Wastewater Company 
R-09-2097323  Pennsylvania-American Water Company 
R-2009-2102464  Reynoldsville Water Company 
R-2009-2103937  PA Utility Company, Inc (Water) 
R-2009-2103980  PA Utility Company, Inc (Sewer) 
R-2009-2105601  Fryburg Water Company 
R-2009-2110093  Birch Acres Water Company 
R-2009-2115743  Lake Spangerberg Water Company 
R-2009-2116908  Hanover Borough Water 
R-2009-2117289  Utilities Inc, Westgate (Water) 
R-2009-2117532  Penn Estates Utilities Inc (Water) 
R-2009-2117750  Newtown Artesian Water Company 
R-2009-2121928  Clean Treatment Sewage Company 
R-2009-2122887  United Water Pennsylvania, Inc 
R-2009-2132019  AQUA, PA 
R-2010-2157062  Tri-Valley Water Supply Company, Inc 
R-2010-2166208  Pennsylvania American Water Company (Wastewater) 
R-2010-2171339  Reynolds Disposal Company 
R-2010-2171918  TESI, Treasure Lake, Water Division 
R-2010-2171924  TESI, Treasure Lake, Sewer Division 
R-2010-2174643  City of Lock Haven 
R-2010-2179103  City of Lancaster Water Department 
R-2010-2191376  Superior Water Company 
R-2010-2194499  Dear Haven Water Company 
R-2010-2194577  Dear Haven Sewer Company 
R-2010-2207833  Little Washington Waste Water, Masthope Division 
R-2010-2207853  Little Washington Waste Water, SE Consolidated Division 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION (Continued) 
 

Docket Number  Company Name  
 
R-2011-2218562  CMV Sewage Company, Inc. 
R-2011-2232243  Pennsylvania-American Water Company 
R-2011-2232985  United Water Company 
R-2011-2244756  City of Bethlehem- Bureau of Water 
R-2011-2246415  Twin Lakes Utilities, Inc. 
R-2011-2248531  Wonderview Sanitary Facilities 
R-2011-2248937  Fairview Sanitation Company 
R-2011-2251181  Borough of Quakertown, Water 
R-2011-2255159  Penn Estates Utility Inc - Water 
R-2012-2286118  Audubon Water Company 
R-2012-2330887  North Heidelberg Sewer Company 
R-2012-2310366  City of Lancaster Sewer Fund 
R-2012-2311725  Borough of Hanover - Sewer 
R-2012-2315536  Imperial Point Water Company 
R-2012-2336662  Rock Springs Water Company 
R-2013-2350509  City of DuBois, Bureau of Water 

       R-2013-2355276  Pennsylvania-American Water Company 
R-2013-2360798  Columbia Water Company 
R-2013-2370455  Penn Estates Utilities, Inc. - Sewer Division     
R-2013-2367108  Fryburg Water Company 

 R-2013-2367125  Cooperstown Water Company  
R-2013-2390244  City of Bethlehem – Bureau of Water 
R-2014-2400003  Borough of Ambler – Water Department 
R-2014-2420204  Pocono Waterworks Company, Inc. (Water) 
R-2014-2420211  Pocono Waterworks Company, Inc. (Sewer) 
R-2014-2402324  Emporium Water Company 

 R-2014-2430945  Plumer Water Company 
 R-2014-2428304  Borough of Hanover Water Department 
 R-2014-2410003  City of Lancaster-Bureau of Water 
 R-2014-2427035  Venango Water Company 
 R-2014-2427189  B E Rhodes Sewer Company 

R-2014-2447138  Hidden Valley Utilities Services - Water 
R-2014-2447169  Hidden Valley Utilities Services – Sewer 
R-2014-2452705  Delaware Sewer Company 

 R-2015-2462723  United Water Pennsylvania 
 R-2015-2470184  Borough of Schuylkill Haven Water Department 
 R-2015-2479962  Corner Water Supply 
 R-2015-2506337  Twin Lakes Utilities, Inc. 
 R-2016-2538600  Community Utilities of Pennsylvania, Inc. 
 R-2016-2554150  City of DuBois – Bureau of Water 
 R-2017-2595853  Pennsylvania-American Water Company 
 R-2017-2598203  Columbia Water Company 
 R-2017-2631441  Reynolds Water Company 
 R-2018-3000022  York Water Company 
 R-2018-3000834  Suez Water Company 

R-2018-3002645 (Water) Pittsburgh Water & Sewer Authority 
R-2018-3002645 (Sewer) Pittsburgh Water & Sewer Authority 
R-2018-3001306 (Water) Hidden Valley Utility Services 

 R-2018-3001307 (Sewer) Hidden Valley Utility Services 
 R-2019-3008947 (Water) Community Utilities of PA 
 R-2019-3008948 (Sewer) Community Utilities of PA  
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PENNSYLVANIA PUBLIC UTILITY COMMISSION (Continued) 
 

Docket Number  Company Name  
 
R-2019-3010955  City of Lancaster Sewer Fund 
R-2019-3010958  Twin Lakes Utilities, Inc. 
R-2020-3017951  Pittsburgh Water and Sewer Authority 
R-2020-3017970  Pittsburgh Water and Sewer Authority 
R-2020-3019369  Pennsylvania-American Water Company 
 



Exhibit TLF - 1 
 



!(W!(W

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6 "6

"6

"6

"6

"6

"6
"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

"6

#*

#*

#*

#* #*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#* #*

#*

#*

#* #*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*
#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#* #*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*

#*
#*

!

!

!

!

!(

! (

! (

!(

!(!(

!(

!(

! (

!(

!(

!(

!(

! (

!(

!(

!(

!(!(

!(

!(

!(

!(

TW
IN

 LA
KE

S D
R

HIGH VIEW PL

ROUTE 6

OTTAWA TRAIL

TW
IN

 LA
KE

S R
D

BEACH RD

STAIR LA

JOHN LA

JACOB WEBER RD

KYRA LA

KENNY LA

SAGAMORE RD

SUSAN LA

ALLYSON LA

LAKE VIEW DR

DYLAN LA

BROOKE LA

WA
RP

AT
H 

PL

SYMPHONY TER   (RAMARO DR)

CHIPPEWA RD

SHAWNEE RD

TEE PEE DR

SAMANTHA LA

CHEROKEE RD

CHEYENNE RD

BEACH PL

NORTH HIGH VIEW DR

JOSEPHINE LA
PA

RK
 PL

 SO
UT

H

WATER FRONT CT

ROCK PL

PUEBLO DR

CIR
CL

E D
R

WA
R 

PA
TH

JACOB WEBER RD

LAKE VIEW DR

OT
TA

WA
 TR

AI
L

CIR
CL

E D
R

Twin Lakes Water Company

±



Exhibit TLF - 2 
 





Exhibit TLF - 3 
 













Exhibit TLF - 4 
 
 

































OCA Statement 2S 
 
 
 
 

BEFORE THE 
 

PENNSYLVANIA PUBLIC UTILITY COMMISSION 
 
 
 

PETITION OF TWIN LAKES UTILITIES, INC. : 
FOR A COMMISSION ORDER AUTHORIZING : 
THE ACQUISITION OF TWIN LAKES  :  Docket No. P-2020-3020914 
UTILITIES, INC. BY A CAPABLE PUBLIC :  
UTILITY PURSUANT TO 66 PA. C.S. § 529 : 
 
 
 
 
 
 

SURREBUTTAL TESTIMONY 
 

OF 
 

TERRY L. FOUGHT 
 
 
 
 
 

ON BEHALF OF  
 

PENNSYLVANIA OFFICE OF CONSUMER ADVOCATE 
 
 
 
 

DECEMBER 22, 2020 
 
 

 



   

1 

I. INTRODUCTION 1 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS FOR THE 2 

RECORD. 3 

A. Terry L. Fought, 780 Cardinal Drive, Harrisburg, Pennsylvania, 17111. 4 

 5 

Q. DID YOU SUBMIT DIRECT TESTIMONY IN THIS CASE? 6 

A. Yes. 7 

 8 

Q WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY? 9 

A. The purpose of my surrebuttal testimony is to respond to portions of the rebuttal 10 

testimony by Stephen Clark, Aqua Statement 1-R. 11 

 12 

Q. WHAT ISSUES OF MR. CLARKS’ REBUTTAL TESTIMONY ARE YOU 13 

RESPONDING TO? 14 

A. I am responding to Mr. Clarks’ rebuttal testimony regarding: (1) all of Twin Lakes 15 

existing customers installing private wells and (2) the capacity of the existing Twin 16 

Lakes storage tank. 17 

 18 

Q. WHAT IS MR. CLARKS’ POSITION ON ALL THE EXISTING CUSTOMERS 19 

INSTALLING PRIVATE WELLS? 20 

A. On page 8 of his rebuttal testimony, Mr. Clark addressed Mr. Fullagar’s alternative 21 

that all the existing customers should install private wells.  Mr. Clark testified that 22 

some customers recently obtained a waiver of Shohola Township Ordinance No. 23 



   

2 

59 to install private wells.  He also stated that this alternative may present some 1 

challenges, but it is not “legally impossible” as Mr. Fullagar claims.   2 

 On page 4 of his rebuttal testimony, Mr. Clark states that Aqua understands that 3 

some Twin Lakes customers have received permission from the Township to drill 4 

wells while other requests have been denied by the Township.  He also noted that 5 

well water exceeded lead and copper action levels in recent history. 6 

 7 

Q. DO YOU AGREE WITH MR. CLARK’S POSITION ON THIS ISSUE? 8 

A. No.  The reason that the Township refused some of the requests to drill private 9 

wells may be that their properties do not have a suitable area for both drilling a 10 

well and installing a second subsurface disposal system if the existing system fails. 11 

 Also, a public water supply system would be better equipped to treat well water 12 

that contains lead and copper.  13 

 14 

Q. WHAT IS MR. CLARKS’ POSITION ON ALL THE CAPACITY OF THE 15 

EXISTING TWIN LAKES STORAGE TANK? 16 

A. On pages 4 and 5 of his rebuttal testimony, Mr. Clark stated that the Twin Lakes 17 

storage tank does have sufficient capacity to have one day’s average consumption 18 

in accordance with DEP’s design manual.   19 

 20 

Q. DO YOU AGREE WITH MR. CLARK’S POSITION ON THIS ISSUE? 21 

A. Yes, however the problem is the leaky condition of the distribution system water 22 

lines - not the capacity of the storage tank.  As can be noted from Aqua Exhibit 23 



   

3 

SC 1-R, Exhibit B attached to Mr. Clarks’ rebuttal testimony, the total sales to 1 

customers during the calendar year 2019 was less than 9,000 per day.  Assuming 2 

that the distribution system is either repaired or replaced to have only 20% 3 

unaccounted for water, the storage tank will contain over 1.8 days storage.  4 

 5 

Q. DOES THIS COMPLETE YOUR WRITTEN SURREBUTTAL TESTIMONY? 6 

A. Yes, at this time.  I reserve the right to supplement this testimony either in writing 7 

or orally if additional relevant information is received.   8 

 9 
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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is Stephen Clark.  My business address is 1775 North Main Street Honesdale, 3 

PA 18431. 4 

5 

Q. By whom are you employed and in what capacity? 6 

A. I am Director of Operations for Aqua Pennsylvania, Inc.’s (“Aqua” or the “Company”) 7 

Greater Pennsylvania Service Area. 8 

9 

Q. What are your primary duties and responsibilities as Director of Operations for 10 

Aqua’s Greater Pennsylvania Service Area?   11 

A. I am responsible for all operational aspects of 125 water and 17 wastewater facilities owned 12 

by Aqua, located throughout 27 counties across the Commonwealth.  The Greater 13 

Pennsylvania Service Area consists of all of Aqua’s operations outside of Aqua’s Southeast 14 

Service Area. 15 

16 

Q. What is your educational and professional background?17 

A. I graduated from the Pennsylvania State University with a Bachelor of Science degree in 18 

Mechanical Engineering Technology.  I have worked in the water and wastewater industry 19 

for the past seventeen and a half years.  I began my career in the utility industry with 20 

American Water Company as a plant engineer at the Scranton Sewer Authority.  With 21 

American Water Company I was responsible for managing the implementation of its 22 

significant capital improvement program and I managed the Plant Maintenance staff.  Since 23 
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then, I have worked with Aqua for 15 years.   At Aqua, I am responsible for leading a team 1 

of 105 employees delivering potable drinking water to customers and returning treated 2 

wastewater back to the environment.  I am involved in all aspects of operations including 3 

budgeting, planning, employee relations, business development, and process control.  I am 4 

also a Class-B certified water operator in Pennsylvania.   5 

6 

Q. Have you previously testified before the Pennsylvania Public Utility Commission 7 

(“Commission”)? 8 

A. Yes. I have testified on behalf of Aqua before the Commission in cases involving customer 9 

complaints and disputes.  10 

11 

Q. Please provide a summary of your direct testimony. 12 

A. In my testimony, I will: 13 

 Provide an overview of why Aqua is involved in this proceeding regarding Twin Lakes 14 

Utilities, Inc.’s (“Twin Lakes”) July 16, 2020 Petition under Section 529 of the Public 15 

Utility Code, 66 Pa.C.S. § 529, authorizing the acquisition of Twin Lakes by a “capable 16 

public utility” (the “TLU Petition”); and 17 

 Provide an update to Aqua’s efforts to complete due diligence regarding Twin Lakes 18 

system, consistent with the Commission’s directive in its September 22, 2020 Opinion and 19 

Order. 20 

For the reasons more fully explained below, Aqua will provide written notice regarding 21 

whether it will voluntarily act as the receiver for the Twin Lakes system to the Commission 22 

within ninety (90) days of the Commission’s September 22, Opinion and Order, on or 23 
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before December 21, 2020. 1 

2 

Q. Are you sponsoring exhibits associated with your direct testimony? 3 

A. Yes.  Attached to my Direct Testimony as Aqua Exhibit SC-1 is an excerpt from Middlesex 4 

Water Company’s (“Middlesex”) 10Q financial statements for the period ended September 5 

30, 2020. 6 

7 

II. AQUA’S INVOLVEMENT IN THIS PROCEEDING 8 

Q. What is your understanding of the relief requested by Twin Lakes in this proceeding? 9 

A. The TLU Petition requests authorization under Section 529 of the Public Utility Code, 66 10 

Pa.C.S. § 529, for the acquisition of Twin Lakes by a “capable public utility.”  Twin Lakes 11 

filed the TLU Petition on July 16, 2020, at Docket No. P-2020-3020914. 12 

13 

Q. Why is Aqua involved in this proceeding? 14 

A. Aqua first became involved in this proceeding on August 18, 2020, when the Office of 15 

Consumer Advocate (“OCA”) filed a Petition For Issuance Of An Interim Emergency 16 

Order on An Expedited Basis (“OCA Emergency Petition”) at this Docket.  In the OCA 17 

Emergency Petition, the OCA sought an interim emergency order that would have 18 

appointed Aqua as receiver for the Twin Lakes water system.  Aqua filed an Answer to the 19 

OCA Emergency Petition on August 20, 2020, and subsequently intervened in the 20 

underlying docket regarding the TLU Petition on September 21, 2020. 21 

22 

Q. Did you participate in the OCA Emergency Petition proceeding? 23 
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A. Yes.  I provided testimony at the evidentiary held regarding the OCA Emergency Petition 1 

on August 21, 2020. 2 

3 

Q. Why did Aqua object to and oppose the OCA Emergency Petition? 4 

A. Aqua objected to the interim emergency relief sought by the OCA Emergency Petition 5 

because it would have forced Aqua to take over the operation of the Twin Lakes water 6 

system, as a receiver, without Aqua having the opportunity to complete reasonable and 7 

customary due diligence of the Twin Lakes system.  Without completing such customary 8 

due diligence, Aqua would be subjected to additional “unknown risks” associated with the 9 

operation of the smaller water system.  This concern is particularly relevant where, as here, 10 

Twin Lakes confirmed that the system itself was significantly poorer than represented by 11 

the prior owner and revealed by the limited pre-ownership visual inspections performed by 12 

Twin Lakes.   13 

Moreover, Aqua, as an investor owned utility, has a responsibility to its 14 

shareholders and existing customers to take on risks knowingly when it acts as a receiver.  15 

Aqua has a responsibility to its shareholders to make prudent and well-vetted business 16 

decisions, and Aqua also has a responsibility to its customers to provide quality service at 17 

a reasonable rate.  The relief sought by OCA would have frustrated these responsibilities 18 

and, potentially, resulted in Aqua suffering the same consequences the current owner is 19 

seeking to mitigate through the TLU Petition. 20 

21 

Q. Mr. Clark, have you previously been involved in prior situations where Aqua was 22 

appointed as the receiver of a small water system and/or subsequently acquired the 23 
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system?1 

A. Yes.  Aqua is currently the receiver of the James Black Water Company (i.e., Belle Aire 2 

Acres) in Jefferson Township, PA.  Aqua was also the receiver for the Sun Valley water 3 

system located in Kunkletown, PA.  The Sun Valley System is currently owned and 4 

operated by Aqua. 5 

6 

Q. When Aqua is appointed as receiver for a small water system, what role does it play 7 

in the system’s operation? 8 

A. As receiver, Aqua becomes the custodian for the financial, regulatory and operation affairs 9 

for the water system until the utility is transferred to a new owner or an alternative action 10 

is taken by the Commission.  The receiver is responsible is responsible for the safe and 11 

reliable delivery of water service for the duration of receivership. 12 

13 

Q. Is the need for due diligence also important when Aqua acquires a small water 14 

system? 15 

A. Yes.  Importantly, however, Aqua is no longer standing in the shoes of a future owner, as 16 

it does when it acts as receiver.  It is acting as the current and future owner of the system. 17 

Thus, all of the concerns with known and unknown risks that I described previously with 18 

respect to a receivership are relevant.  In fact, known and unknown risks take on greater 19 

importance when Aqua becomes an owner, because long-term risks of operation become 20 

Aqua’s responsibility as an owner.  21 

22 

Q. Before Aqua is appointed the receiver for and/or acquires small water systems, what 23 
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steps does it take to investigate and learn about the subject system? 1 

A. Aqua conducts due diligence, including site visits with the current owner/operator, source 2 

water quality sampling, review of applicable files at the Pennsylvania Department of 3 

Environmental Protect (“DEP”), review of the current owner/operator’s financial 4 

statements, and environmental site assessments.  Aqua also develops a capital and expense 5 

budget plan for the system and conducts legal liability research. 6 

7 

Q. In addition to the due diligence efforts you describe, does Aqua make further efforts 8 

to communicate and interact with the customers served by the subject small water 9 

system prior to acting as receiver or acquiring a small water system? 10 

A. Yes.  Aqua will communicate in advance with the customers in writing.  In addition, under 11 

normal conditions, Aqua will communicate with customers in person in advance.  Aqua 12 

reaches out to customers in advance in order to assess the customers’ perspective and hear 13 

firsthand about the issues of highest concern with the customers. 14 

15 

Q. How long does this process typically take? 16 

A. The process would generally be completed in under 90 days under normal operating 17 

conditions.  Due to the limitations imposed by the COVID-19 pandemic, however, this 18 

process is anticipated to take approximately 90 days with respect to the Twin Lakes system. 19 

20 

Q. Would Aqua be willing to act as a receiver or acquire a small water system without 21 

fulling competing the process you described? 22 

A. Not in a situation where the current service provider is capable of providing adequate 23 
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service to its customers.  In a true emergency, where a troubled owner is not a large public 1 

utility with substantial resources, then perhaps Aqua would consider swiftly acting as a 2 

receiver to protect the interests of vulnerable customers. 3 

4 

Q. Based on your understanding of the TLU Petition and the OCA Emergency Petition, 5 

why has Twin Lakes requested the Commission to authorize the acquisition of Twin 6 

Lakes by a capable public utility? 7 

A. It is my understanding that the TLU Petition was filed in response to the voluntary decision 8 

of Twin Lakes’ parent, Middlesex, to terminate its Service Agreement with Twin Lakes.  9 

The result of such termination would result in the termination of water service to Twin 10 

Lakes’ customers.  On June 1, 2020, Middlesex initially issued a notice that it would 11 

terminate the Services Agreement effective September 1, 2020.  However, as a result of 12 

the ongoing litigation in this proceeding, the Services Agreement has been extended several 13 

times.  It is currently effective until “December 1, 2020 or immediately upon a deemed 14 

delinquency as described in Section 5 of the Service Agreement as amended by the Second 15 

Amendment, whichever occurs earlier.”  See Application of Twin Lakes Utilities, Inc. 16 

Commission Approval, Nunc Pro Tunc, of Third Amendment To The Service Agreement 17 

Between Middlesex Water Company and Twin Lakes Utilities, Inc. Pursuant To 66 Pa.C.S. 18 

§ 2102, Docket No. G-2020-3020941 (filed Oct. 30, 2020). 19 

It is apparent to me, based on my review of Middlesex’s recent filings with the 20 

United States Securities and Exchange Commission (“SEC”), that Middlesex’s decision to 21 

terminate the Service Agreement is a voluntary one.  As of the nine months ended 22 

September 30, 2020, Middlesex reported net income of $30,118,000 in its quarterly 23 
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financial statements.  See Aqua Exhibit SC-1.  This is not a case where the subject water 1 

system is operated or managed poorly.  Rather, this is a situation where the current owner 2 

is going through a Section 529 proceeding in order to eliminate a financially poor 3 

performing segment of their overall strong business. 4 

5 

Q. Did the Commission grant the OCA Emergency Petition and appoint Aqua as a 6 

receiver of the Twin Lakes water system? 7 

A. No, it did not.  However, in Ordering Paragraph No. 6 of its September 22, 2020 Opinion 8 

and Order, the Commission did require Aqua to: 9 

conduct due diligence and a reasonable investigation as to whether it will 10 

voluntarily act as receiver of the water service system of Twin Lakes Utilities, Inc., 11 

and such investigation shall be completed within ninety (90) days of entry of this 12 

Opinion and Order.  During this period, Aqua Pennsylvania, Inc. shall provide the 13 

Commission’s Bureau of Technical Utility Services with regular status reports 14 

regarding its due diligence efforts, and Middlesex Water Company and Twin Lakes 15 

Utilities Inc. shall fully cooperate with Aqua Pennsylvania, Inc.  Upon conclusion 16 

of its investigation, but no later than ninety (90) days of entry of this Opinion and 17 

Order, Aqua Pennsylvania, Inc. shall provide written notice to the Commission as 18 

to whether it will voluntarily act as receiver of the Twin Lakes Utilities, Inc. system.    19 

20 

Q. Did the Commission also issue an order opening a Section 529 investigation, to 21 

determine whether a capable public utility should be ordered to acquire the Twin 22 

Lakes System? 23 
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A. Yes.  On September 17, 2020, the Commission issued an Order disposing of the Bureau of 1 

Investigation and Enforcement’s (“I&E”) Petition for Interlocutory Review and Answer to 2 

Material Question dated August 19, 2020.  Therein, the Commission granted the TLU 3 

Petition “to the extent we find that sufficient cause exists to institute a Section 529 4 

investigation” in Ordering Paragraph 3.  The Commission also ordered that “an 5 

investigation shall be instituted into whether the Commission shall order a capable public 6 

utility to acquire Twin Lakes Utilities, Inc., consistent with this Opinion and Order” in 7 

Ordering Paragraph 4.  I note that Aqua did not take any position with respect to the I&E 8 

Petition. 9 

10 

Q. What is Aqua’s role in this proceeding in light of the Commission’s September 17, 11 

2020 and September 22, 2020 Orders? 12 

A. Aqua is participating in this proceeding as a proximate utility provider, consistent with the 13 

Commission’s opening of a Section 529 proceeding.  In addition, Aqua is participating in 14 

this proceeding to provide the parties and the Commission an updated regarding its due 15 

diligence efforts consistent with the Commission’s September 22, 2020 Order. 16 

17 

III. AQUA’S DUE DILIGENCE REGARDING THE TWIN LAKES SYSTEM 18 

Q. Mr. Clark, what is your general understanding of the Twin Lakes water system? 19 

A. Generally speaking, the Twin Lakes system is comprised of two permitted source wells 20 

and one undeveloped test well.  However, only one of the permitted wells is operable as 21 

the other has a collapsed borehole.  The collapsed borehole raises an immediate question 22 

regarding the operational reliability of the system.   In addition, the system includes one 23 
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20,000 gallon in-ground atmospheric water storage tank, a water treatment building, 1 

approximately 19,500 lateral feet of water mains and approximately 114 customer service 2 

connections. 3 

4 

Q. Is Aqua currently undertaking due diligence regarding the Twin Lakes water system? 5 

A. Yes.  Consistent with the Commission’s directive in its September 22, 2020 Opinion and 6 

Order Aqua has completed its review of information from DEP including Consumer 7 

Confidence Reports, inspection reports, sampling plans, general correspondence and the 8 

Twin Lakes’ public water supply permit.  Aqua also toured the Twin Lakes system 9 

including the well sites and distribution system.  Aqua also reviewed the information 10 

provided by Twin Lakes in its Pennsylvania Infrastructure Investment Authority 11 

(“PENNVEST”) application.  12 

13 

Q. Based on the due diligence completed by Aqua, please describe the condition of the 14 

Twin Lakes system. 15 

A. After reviewing the above information, Aqua believes that significant investment is needed 16 

to improve the Twin Lakes system, address system integrity, improve water quality and 17 

reduce unaccounted for water.  Capital expenditures would include replacement of the 18 

distribution system, construction of a water storage tank, rehabilitation or replacement of 19 

the existing wells, installation of new customer meters, and a rebuild of the well station. 20 

21 

Q. Has Aqua completed its due diligence examination? 22 

A. Yes. 23 
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1 

Q. Has Aqua completed the typical customer outreach efforts that you described above?2 

A. While Aqua has not completed formal customer outreach efforts, I have spoken with the 3 

Chairman of the Sagamore Estates Home Owners’ Association, Sean Kemether. 4 

5 

Q. Consistent with the Commission’s directives in the September 22, 2020 Opinion and 6 

Order, has Aqua provided an update to the Commission’s Bureau of Technical Utility 7 

Services (“TUS”) regarding its due diligence efforts? 8 

A. Yes, Aqua provided a letter updating TUS on the status of its due diligence efforts on 9 

November 17, 2020.  10 

11 

Q. Based upon the due diligence conducted by Aqua of the Twin Lakes water system to 12 

date, does Aqua have a better understanding of the Twin Lakes water system than it 13 

did when you testified at the August 21, 2020 evidentiary hearing regarding the OCA 14 

Emergency Petition? 15 

A. Yes. 16 

17 

Q. Has Aqua come to a decision on whether it will voluntarily act as receiver for the 18 

Twin Lakes system, or agree to purchase the system if a mutually agreeable price can 19 

be negotiated? 20 

A. Not at this time.  Aqua will be discussing its due diligence efforts with Aqua’s Senior 21 

Leadership team and will provide written notice to the Commission on or before December 22 

21, 2020 (90 days after the issuance of the September 22, 2020 Opinion and Order). 23 
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1 

IV. AQUA’S POSITION REGARDING THE RELIEF SOUGHT BY THE TLU 2 
PETITION 3 

Q. Mr. Clark, what is your understanding of the criteria that a small water system must 4 

demonstrate for the Commission to order a capable public utility to acquire it?5 

A. It is my understanding that there are six criteria the Commission must find and determine, 6 

before it may order a capable utility to acquire a small water or sewer system under Section 7 

529(a) of the Public Utility Code, 66 Pa.C.S. § 529(a).  Although I am not an attorney, and 8 

offer no legal interpretation of Section 529(a), it is my understanding that the following 9 

criteria must be determined: 10 

(1) that the small water or sewer utility is in violation of statutory or regulatory 11 

standards, including, The Clean Streams Law, the Pennsylvania Sewage Facilities Act, and 12 

Pennsylvania Safe Drinking Water Act, and the regulations adopted thereunder, which 13 

affect the safety, adequacy, efficiency or reasonableness of the service provided by the 14 

small water or sewer utility; 15 

(2) that the small water or sewer utility has failed to comply, within a reasonable period 16 

of time, with any order of the Department of Environmental Resources or the commission 17 

concerning the safety, adequacy, efficiency or reasonableness of service; 18 

(3) that the small water or sewer utility cannot reasonably be expected to furnish and 19 

maintain adequate, efficient, safe and reasonable service and facilities in the future; 20 

(4) that alternatives to acquisition have been considered in accordance with subsection 21 

(b) and have been determined by the commission to be impractical or not economically 22 

feasible; 23 

(5) that the acquiring capable public utility is financially, managerially and technically 24 
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capable of acquiring and operating the small water or sewer utility in compliance with 1 

applicable statutory and regulatory standards; and 2 

(6) that the rates charged by the acquiring capable public utility to its pre-acquisition 3 

customers will not increase unreasonably because of the acquisition. 4 

5 

Q. Do you have an understanding as to whether the Commission must make all of these 6 

determinations before it can order the acquisition of a small water system by a 7 

capable public utility under Section 529? 8 

A. On advice of counsel, it is my understanding that the use of the word “and” requires the 9 

Commission to make all of the determinations listed in Section 529(a) before it can order 10 

the acquisition of the Twin Lakes system by a capable public utility. 11 

12 

Q. Does Aqua have a position regarding any of the criteria set forth in Section 529(a)? 13 

A. On advice of counsel, I understand that I&E puts forth recommendations on these criteria, 14 

and the Company will respond to any recommendations in rebuttal testimony.   15 

16 

Q. Before the Commission can order a capable public utility to acquire a small water 17 

utility, must any alternatives to acquisition be investigated and considered? 18 

A. Yes.  As stated in Section 529(a), the Commission must determine that the alternatives 19 

considered in Section 529(b) are impractical or economically infeasible. 20 

21 

Q. What are the alternatives to acquisition that must first be investigated and considered 22 

under Section 529(b)? 23 
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A. The small water utility must investigate and consider the following non-exhaustive list of 1 

alternatives: 2 

(1)  The reorganization of the small water or sewer utility under new management. 3 

(2)  The entering of a contract with another public utility or a management or service 4 

company to operate the small water or sewer utility. 5 

(3)  The appointment of a receiver to assure the provision of adequate, efficient, safe 6 

and reasonable service and facilities to the public. 7 

(4)  The merger of the small water or sewer utility with one or more other public 8 

utilities. 9 

(5)  The acquisition of the small water or sewer utility by a municipality, a municipal 10 

authority or a cooperative. 11 

12 

Q. Does Aqua have a position regarding any of the alternatives set forth in Section 13 

529(b)? 14 

A. As stated above, Aqua will provide written notice to the Commission on or before 15 

December 21, 2020 on whether Aqua will voluntarily act as receiver for the Twin Lakes 16 

system.   Aqua has not done an investigation of the other alternatives, but reserves its right 17 

to respond to positions of other parties. 18 

19 

Q. Is Aqua taking a position with respect to the specific relief sought by the TLU Petition, 20 

i.e., Commission authorization for a capable public utility to acquire the Twin Lake 21 

system?22 

A. Not at this time. 23 
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1 

Q. What factors are to be considered by the Commission in reaching a determination 2 

under Section 529(a)? 3 

A. Section 529(c) lists factors to be considered by the Commission in determining whether to 4 

order the acquisition of a small water utility by a capable public utility.  These factors are: 5 

(1) The financial, managerial and technical ability of the small water or sewer utility. 6 

(2) The financial, managerial and technical ability of all proximate public utilities 7 

providing the same type of service. 8 

(3) The expenditures which may be necessary to make improvements to the small water 9 

or sewer utility to assure compliance with applicable statutory and regulatory standards 10 

concerning the adequacy, efficiency, safety or reasonableness of utility service. 11 

(4) The expansion of the franchise area of the acquiring capable public utility so as to 12 

include the service area of the small water or sewer utility to be acquired. 13 

(5) The opinion and advice, if any, of the Department of Environmental Resources as 14 

to what steps may be necessary to assure compliance with applicable statutory or regulatory 15 

standards concerning the adequacy, efficiency, safety or reasonableness of utility service. 16 

(6) Any other matters which may be relevant. 17 

18 

Q. Please describe your understanding of the financial, managerial and technical ability 19 

of Twin Lakes. 20 

A. I understand that Middlesex provides services to Twin Lakes under the Service Agreement 21 

including operational, customer service, and financial support.  As I noted previously, 22 

Middlesex is a financially capable owner.  Middlesex could continue to operate Twin Lakes 23 
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until it found a willing owner of Twin Lakes through negotiations. 1 

2 

Q. Is Aqua, as a proximate public utility to the Twin Lakes water system, financially, 3 

managerial and technically able to provide the same type of service provided by the 4 

Twin Lakes system? 5 

A. Yes.  Aqua is a Class A public utility operating under Commission issued certificates of 6 

public convenience.  Aqua is in good standing with the Commission, and there are no 7 

pending legal proceedings challenging Aqua’s certificated rights to provide quality and 8 

reliable service to customers.  Aqua has acquired numerous water and wastewater systems, 9 

both large and small, over the past 10 years.  Aqua’s existing operations are approximately 10 

10 miles away from the Twin Lakes system.   11 

12 

Q. Based upon Aqua’s due diligence efforts, what is your understanding of the 13 

expenditures that would be necessary for the Twin Lakes system to be brought into 14 

compliance with all applicable statutory and regulatory standards regarding the 15 

adequacy, efficiency, safety or reasonableness of the utility service provided? 16 

A. As discussed above, and based on the information provided by Twin Lakes in its 17 

PENNVEST application, the distribution system will need to be replaced, both wells 18 

rehabilitated, new meters installed, and the well station will need to be rebuilt.  Aqua 19 

estimates that these improvements will cost approximately $4.6 million.  20 

21 

Q. What actions would Aqua need to take in order to expand its service territory to 22 

encompass the Twin Lake system? 23 
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A. My understanding is that Aqua would have to file an application with the Commission to 1 

acquire the assets and expand its existing service territory to provide service to Twin Lakes.   2 

3 

V. CONCLUSION 4 

Q. Does this conclude your direct testimony?5 

A. Yes.  I reserve the right to supplement my testimony as additional issues arise during the 6 

course of the proceeding.  Thank you. 7 



Aqua Exhibit SC-1 



Index
  

MIDDLESEX WATER COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
(In thousands except per share amounts)

Three Months Ended September 30, Nine Months Ended September 30,
2020 2019 2020 2019

 
Operating Revenues $ 39,920 $ 37,769 $ 106,965 $ 101,859
 
Operating Expenses:

Operations and Maintenance 17,949 17,669 52,761 50,569
Depreciation 4,721 4,246 13,798 12,415
Other Taxes 4,073 3,871 11,318 10,913

 
Total Operating Expenses 26,743 25,786 77,877 73,897
 
Operating Income 13,177 11,983 29,088 27,962
 
Other Income (Expense):

Allowance for Funds Used During Construction 953 871 2,871 2,030
Other Income (Expense), net 444 (4) 1,164 (142)

 
Total Other Income, net 1,397 867 4,035 1,888
 
Interest Charges 1,906 1,996 5,521 4,984
 
Income before Income Taxes 12,668 10,854 27,602 24,866
 
Income Taxes (69) (265) (2,516) (952)
 
Net Income 12,737 11,119 30,118 25,818
 
Preferred Stock Dividend Requirements 30 30 90 102
 
Earnings Applicable to Common Stock $ 12,707 $ 11,089 $ 30,028 $ 25,716
 
Earnings per share of Common Stock:

Basic $ 0.73 $ 0.67 $ 1.72 $ 1.56
Diluted $ 0.72 $ 0.66 $ 1.71 $ 1.55

 
Average Number of Common Shares Outstanding:

Basic 17,466 16,610 17,455 16,520
Diluted 17,581 16,757 17,570 16,673

See Notes to Condensed Consolidated Financial Statements.

1
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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is Stephen Clark.  My business address is 1775 North Main Street Honesdale, 3 

PA 18431. 4 

5 

Q. By whom are you employed and in what capacity? 6 

A. I am Director of Operations for Aqua Pennsylvania, Inc.’s (“Aqua” or the “Company”) 7 

Greater Pennsylvania Service Area. 8 

9 

Q. Are you the same Stephen Clark that provided direct testimony in this proceeding? 10 

A. Yes.  I previously submitted direct testimony in this proceeding, Aqua Statement No. 1, on 11 

November 17, 2020. 12 

13 

Q. Please describe your rebuttal testimony. 14 

A. The purpose of my rebuttal testimony is to respond to the statements and arguments made 15 

by the Twin Lakes Utilities, Inc. (“Twin Lakes”), the Pennsylvania Public Utility 16 

Commission’s (“Commission”) Bureau of Investigation and Enforcement (“I&E”), and the 17 

Office of Consumer Advocate (“OCA”) in their respective witnesses’ direct testimony.  18 

Furthermore, I also provide an update regarding Aqua’s progress toward satisfying 19 

Ordering Paragraph No. 6 the Commission’s September 22, 2020 Opinion and Order, 20 

which required Aqua to provide written notice to the Commission as to whether it will 21 

voluntarily act as receiver of the Twin Lakes system. 22 

23 
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1 

Q. Are you sponsoring exhibits associated with your rebuttal testimony? 2 

A. Yes.  Attached to my rebuttal Testimony as:  3 

 Aqua Exhibit SC 1-R Exhibit A is an excerpt of the Pennsylvania Department of 4 

Environmental Protection’s (“DEP”) Public Water Supply Design Manual Part 2, 5 

Chapter 7. 6 

 Aqua Exhibit SC 1-R Exhibit B is Twin Lakes response to OCA Set 1 No. 8 to 7 

Twin Lakes.  8 

9 

II. UPDATE REGARDING ORDERING PARAGRAPH NO. 6 OF THE 10 
COMMISSION’S SEPTEMBER 22, 2020 OPINION AND ORDER 11 

Q. Does the Company have an update regarding its obligation to notify the Commission 12 

as to whether Aqua will voluntarily act as receiver of the Twin Lakes system, 13 

consistent with Ordering Paragraph No. 6 of the September 22, 2020 Opinion and 14 

Order, at this time? 15 

A. Yes, the Company has concluded that it is willing to voluntarily act as receiver during the 16 

pendency of the 529 Proceeding; however, as more fully explained in the Rebuttal 17 

Testimony of William C. Packer (Aqua Statement No. 2-R), the Company does not believe 18 

that it should be ordered to acquire the Twin Lakes system through this proceeding.  Any 19 

acquisition of the Twin Lakes system by Aqua should only be authorized if Aqua and Twin 20 

Lakes voluntarily complete negotiations and Aqua files an application with the 21 

Commission to acquire the Twin Lakes system. 22 

23 
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Q. Does Aqua have an update regarding its position with respect to the specific relief 1 

sought by the Twin Lakes July 16, 2020 Petition under Section 529 of the Public 2 

Utility Code, 66 Pa.C.S. § 529, authorizing the acquisition of Twin Lakes by a 3 

“capable public utility” (the “TLU Petition”), i.e., Commission authorization for a 4 

capable public utility to acquire the Twin Lake system?5 

A. No.  As stated above, Aqua does not believe the Commission should order Aqua to acquire 6 

the Twin Lakes system through this proceeding. 7 

8 

III. REBUTTAL OF TWIN LAKES’ DIRECT TESTIMONY 9 

Q. Did you review the direct testimony submitted by Twin Lakes in this proceeding? 10 

A. Yes.  I reviewed both the direct testimony of Twin Lakes witness Robert K. Fullagar (Twin 11 

Lakes St. 1) and Twin Lakes witness A. Bruce O’Connor (Twin Lakes St. 2). 12 

13 

Q. Does Twin Lakes witness Mr. Fullagar provide a description of the Twin Lakes water 14 

system serving the Sagamore Estates community, which is at issue in this proceeding, 15 

and the operational challenges and resiliency risks facing that system? 16 

A. Yes, he does. 17 

18 

Q. Do you agree with Mr. Fullagar’s description of the Twin Lakes water system? 19 

A. Yes.  His description of the facilities and infrastructure comprising the system on page 1 20 

of his direct testimony, Twin Lakes St. 1, aligns with Aqua’s understanding of the system. 21 

22 

Q. Please summarize the operational challenges and resiliency risks described by Mr. 23 
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Fullagar. 1 

A. Mr. Fullagar describes the system as being “continually plagued by excessive unaccounted-2 

for water (‘UFW’) loss, ranging from 50% to 87%, due to leaks within the distribution 3 

system.”  Twin Lakes St. 1 at 2.  He then states that the leaks are due to the age and quality 4 

of the original pipe used to construct the system and poor workmanship of the repairs prior 5 

to Twin Lakes’ acquisition of the system.  Twin Lakes St. 1 at 2.  He further describes the 6 

negative impacts that the leaks have had on Well #1 and currently have on Well #2.  Twin 7 

Lakes St. 1 at 2.  Mr. Fullagar further explains that, more recently, the Shohola Township 8 

(“Township”) Board of Supervisors (“Township Board”) has been granting residents in the 9 

Twin Lakes system waivers of Shohola Township Ordinance No. 59, which has caused 10 

Twin Lakes to incur substantial “unanticipated costs” related to the disconnection of 11 

service lines of customers installing a private well.  See Twin Lakes St. 1 at 2-3. 12 

13 

Q. Do agree with Mr. Fullagar’s description of the operational and resiliency risks facing 14 

the Twin Lakes system? 15 

A. Yes, the Company agrees that the system suffers from high UFW and that leaks in the 16 

system negatively impacted Well 1 and are currently impacting Well 2.  The Company 17 

understands that certain customers in Sagamore Estates have received a variance from the 18 

Township to drill wells, while other requests have been denied by the Township.  Aqua 19 

also notes that there have been lead and copper action level exceedances in recent history.  20 

Additionally, the Twin Lakes system currently lacks adequate water storage.  Attached to 21 

my Rebuttal Testimony as SC 1-R Exhibit A is an excerpt from DEP Design Manual 22 

Section 7.A.1.b., which indicates that storage should be equal to one day’s average 23 
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consumption.  The Twin Lakes system currently has a 20,000 gallon storage tank in place 1 

to serve its customers.1  Attached to my Rebuttal Testimony as SC 1-R Exhibit B is Twin 2 

Lakes response to OCA Set 1 No. 8 to Twin Lakes showing that the average daily 3 

consumption in the Twin Lakes system is 57,631 gallons per day.  The storage capacity is 4 

less than half the average daily consumption in 2019, thereby making storage inadequate.  5 

Finally, through a review of the system, Aqua is not aware of the of back-up generation 6 

currently at the system.   7 

8 

Q. Do you have any response to Mr. Fullagar’s claim that the costs related to the 9 

disconnection of service lines of customers installing a private well constitutes an 10 

“unanticipated cost”? 11 

A. As noted above, Aqua understands that certain customers in the Twin Lakes system have 12 

requested and been approved for individual wells, while others have been denied.  Yet, 13 

even if these costs are unanticipated, as stated by Mr. Fullagar, customers disconnecting 14 

from the system and the operator having to cover costs of disconnection further shows the 15 

risk of requiring the Company to acquire the System.  Improvements made to the system 16 

will be spread over fewer customers thereby increasing the overall rate impact to those 17 

customers.     18 

19 

Q. Does Mr. Fullagar describe the improvements needed to address the operational 20 

challenges and resiliency risks faced by the Twin Lakes system?21 

A. Yes.  Mr. Fullagar describes three major projects that would cost approximately $4.8 22 

1 See Direct Testimony of Robert K. Fullagar, Twin Lakes Statement No. 1 at 1, ln. 20.   
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million dollars that he states are necessary to address the operational challenges and 1 

resiliency risks faced by the Twin Lakes system.  Twin Lakes St. 1 at 4.  He states that (1) 2 

the Well #1 replacement project would need to be completed, (2) the entire distribution 3 

system would need replaced, and (3) the entire Well #2 facility would need rehabilitated.  4 

Twin Lakes St. 1 at 4. 5 

6 

Q. Mr. Clark, in your direct testimony, you indicated that Aqua had completed its due 7 

diligence of the Twin Lakes system, and, based on its due diligence, that “significant 8 

investment is needed to improve” it.  Aqua St. 1 at 10.  Does Mr. Fullagar’s testimony 9 

accurately describe the categories and amounts of investment needed to improve the 10 

system? 11 

A. Yes. However, I would add that as part of the replacement of the distribution system, 12 

meters, ERT devices, and meter pits would be installed to better track and reduce UFW.   13 

14 

Q. Do you have any response to Mr. Fullagar’s estimate or Aqua’s estimate of the 15 

investment required to improve the Twin Lakes system? 16 

A. Yes.  As noted in my direct testimony, Aqua initially estimated that the improvements to 17 

Twin Lakes’ water system would cost approximately $4.6 million, while Mr. Fullagar 18 

stated Twin Lakes estimates that $4.8 million in improvements are necessary.  The 19 

difference in estimates may be based on differences in assumptions on the location of the 20 

replacement well and its proximity to existing infrastructure.   21 

22 

Q. Mr. Fullagar further describes a “scenario whereby the funds that Twin Lakes relies 23 
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upon to operate and repair the systems could be depleted rapidly.”  Twin Lakes St. 1 1 

at 5-6.  Do you have any response to Mr. Fullagar’s claims on this issue? 2 

A. Yes.  As noted in my direct testimony, it appears that the only reason Twin Lakes would 3 

lack the funds necessary to operate and repair its system is due to Middlesex Water 4 

Company’s (“Middlesex”) voluntary decision to withdraw its financial support for Twin 5 

Lakes.  Aqua St. 1 at 7-8.  As I previously noted, this is not a case where the water system 6 

appears to be operated or managed poorly due to poor management or the financial inability 7 

of ownership.  Rather, it is a situation where Twin Lakes’ owner is attempting to use a 8 

Section 529 proceeding to eliminate a financially poor performing segment of its overall 9 

business. 10 

11 

Q. Does Mr. Fullagar describe any of the alternatives considered by Twin Lakes system 12 

and offer an explanation as to why these alternatives were not acted upon? 13 

A. Yes, he offers four alternatives and associated explanations.  First, he claims that Twin 14 

Lakes considered interconnecting with the nearest public-community system, i.e., the 15 

Milford Township system, as an alternative to replacing Well #1.  Twin Lakes St. 1 at 7.  16 

He states that this alternative was “not deemed viable” due to the distance of the required 17 

interconnection and necessity of booster pumping stations along the interconnection route.  18 

Id.  Second, he states Twin Lakes considered the installation of private wells for each 19 

customer, which was deemed “legally impossible” due to Shohola Ordinance No. 59.  Id.20 

at 7-8.  Third, Mr. Fullagar describes Twin Lakes’ attempt to secure a Pennsylvania 21 

Infrastructure Investment Authority (“PENNVEST”) grant.  He argues that, although Twin 22 

Lakes was approved for a PENNVEST grant of $4.6 million, Twin Lakes was unable to 23 
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accept the grant because it would be treated as a Contributions In Aid of Construction 1 

(“CIAC”) subject to income tax under the Tax Cuts and Jobs Act of 2017, and the 2 

associated increase in income tax liability would subject Twin Lakes’ customers to 3 

additional rate increases.  Id. at 8.  Fourth, Mr. Fullagar describes the issuance of a Request 4 

for Proposals (“RFP”) for a third-party to operate, maintain and manage the Twin Lakes 5 

system.  Id. at 9.  He notes that one proposal was submitted, but was determined to be 6 

inadequate.  Id.7 

8 

Q. Do you have any response to the first alternative described by Mr. Fullagar, i.e., 9 

interconnecting the Twin Lakes system with the Milford Township system? 10 

A. I agree with Mr. Fullagar that construction of a 5 to 6-mile long pipeline with booster 11 

stations in a State road would be cost prohibitive.   12 

13 

Q. Do you have any response to the second alternative described by Mr. Fullagar, i.e., 14 

installing private wells for its current customers? 15 

A. As an initial matter, I note that Mr. Fullagar admits that customers have recently been able 16 

to obtain a waiver of Shohola Township Ordinance No. 59 to install private wells.  Twin 17 

Lakes St. 1 at 3, 7.  Although this alternative may present certain challenges, it is certainly 18 

not “legally impossible” as he claims.   19 

20 

Q. Do you have any response to the third alternative described by Mr. Fullagar, i.e., 21 

accepting a PENNVEST grant to obtain funds to remediate the system? 22 

A. Mr. Packer will respond to this alternative in his Rebuttal Testimony.  23 
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1 

Q. Do you have any response to the fourth alternative described by Mr. Fullagar, i.e., 2 

the RFP process? 3 

A. As an initial matter, I note that during cross examination in the hearings held on the OCA’s 4 

August 28, 2020 Petition For Issuance Of An Interim Emergency Order on An Expedited 5 

Basis, Mr. Fullagar admitted that the services and functions which Twin Lakes deemed to 6 

be missing from Farnham and Associates’ proposal during the RFP are services and 7 

functions currently performed by Middlesex under the Service Agreement.  Tr. 107:3-10.  8 

Moreover, the only reason the RFP was initiated was because Middlesex would no longer 9 

be providing those services.  Tr. 107:11-14.  Although Mr. Fullagar appears to concede 10 

this point on pages 9-10 of his direct testimony, it should be noted, once again, that this is 11 

simply not a situation where the subject water utility’s owner lacks the capability to manage 12 

or operate the utility.  Rather, the proceeding appears premised upon a financially viable 13 

operator’s decision to voluntarily eliminate a financially poor performing segment of its 14 

business.   15 

16 

Q. Does Twin Lakes witness Mr. O’Connor (Twin Lakes St. 2) raise any issues that you 17 

wish to respond to at this time? 18 

A. Yes.  As an initial matter, I note that Mr. O’Connor’s testimony highlights the risks of 19 

Aqua operating the Twin Lakes system as either a receiver or as an acquiring entity, prior 20 

to the completion of normal due diligence.  Indeed, he admits that “the condition of the 21 

water system was significantly poorer than had been represented by the former owner, or 22 

had been visible from the inspection and assessment that was part of the operational due 23 



10 
21229452v2

diligence work performed prior to the purchase.”  Twin Lakes St. 2 at 2.   1 

Mr. O’Connor also makes two additional assertions that I wish to address.  First, he 2 

states that in 2011, Twin Lakes engaged Aqua regarding a possible acquisition of the Twin 3 

Lake system, but claims Aqua eventually failed to respond to Twin Lakes’ inquiries.  Twin 4 

Lakes St. 2 at 4.  Second, he attempts to explain Middlesex’s decision to voluntarily stop 5 

providing financial support to Twin Lakes.  Twin Lakes St. 2 at 7. 6 

7 

Q. Regarding the first assertion, was Aqua approached by Twin Lakes regarding a 8 

potential acquisition of its system in 2011? 9 

A. Yes. 10 

11 

Q. Please summarize Aqua’s discussions with Twin Lakes regarding a potential 12 

acquisition. 13 

A. While I was not personally involved in the review of the Twin Lakes system in 2011, it is 14 

my understanding that Aqua chose not to pursue an acquisition due to the poor condition 15 

of the system, the investment required to remediate the system and because the Twin Lakes 16 

system was not very near existing Aqua systems, such that it was not deemed be a viable 17 

acquisition opportunity at that time. 18 

19 

Q. Please respond to Mr. O’Connor’s claim that “[d]espite repeated attempts to re-20 

engage Aqua…there was no response from the Aqua due diligence team.”  Twin 21 

Lakes St. 2 at 4. 22 

A. As stated above, Aqua engaged in discussions with Twin Lakes regarding a potential 23 
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acquisition, and after review of the system, Aqua concluded it was not in the best interests 1 

of its existing customers to acquire the system.  Nothing required Aqua to continue 2 

discussions on acquiring the system.  3 

4 

Q. You also mentioned that Mr. O’Connor attempts to explain why Middlesex 5 

voluntarily decided to withdraw financial support from Twin Lakes.  Please 6 

summarize his explanation. 7 

A. Mr. O’Connor claims that after Twin Lakes’ 2019 base rate proceeding, it became clear 8 

that “there was no indication that the Commission would allow rates to be set at a level that 9 

would enable recovery of prudently incurred costs and expenses.”  Twin Lakes St. 2 at 7.  10 

He goes on to claim that this “level of risk for investing in a regulated public utility is 11 

unreasonable, unrealistic and unconscionable.”  Twin Lakes St. 2 at 7. 12 

13 

Q. Do you agree with Mr. O’Connor’s claims? 14 

A. Although I agree with the premise that a public utility is entitled to an opportunity to earn 15 

a reasonable return on its prudently incurred investments and of its prudently incurred 16 

expenses, I disagree with Mr. O’Connor’s claim that Middlesex, as the owner of Twin 17 

Lakes, has been denied that opportunity by the Commission. Middlesex does not claim that 18 

it is insolvent or otherwise lacks the ability to continue funding Twin Lakes’ operations.  19 

Rather, as I note in my direct testimony and as I&E witness Mr. Keller explains in further 20 

detail in his direct testimony (I&E St. 2), Middlesex overall appears to be a financially 21 

strong and capable public utility.   22 

23 
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1 

IV. REBUTTAL TO I&E DIRECT TESTIMONY 2 

Q. Did you review the direct testimony submitted by I&E in this proceeding? 3 

A. Yes.  I reviewed the direct testimony of I&E witness Esyan Sakaya (I&E St. 1) and the 4 

direct testimony of I&E witness Christopher Keller (I&E St 2). 5 

6 

Q. Mr. Clark, you indicated in your direct testimony that the Company would respond 7 

I&E’s recommendations regarding the criteria set forth in Section 529(a) of the 8 

Public Utility Code.  Did I&E make specific recommendations regarding each of these 9 

criteria? 10 

A. Yes.  I&E witness Mr. Sakaya addressed Sections 529(a)(1) through (3) in his testimony 11 

(I&E St. 1).  Mr. Keller further addressed Sections 529(a)(3) through (6) in his direct 12 

testimony (I&E St. 2). 13 

14 

Q. Please summarize Mr. Sakaya’s conclusions regarding Sections 529(a)(1) and (2).  15 

A. Mr. Sakaya concludes that Twin Lakes is currently in violation of statutory and/or 16 

regulatory standards that affect safety, adequacy, efficiency and/or reasonableness of 17 

service provided under Section 529(a)(1).  I&E St. 1 at 12.  Mr.  Sakaya further concludes 18 

that Twin Lakes has failed to correct within a reasonable period of time the numerous 19 

violations it received from the Pennsylvania Department of Environmental Protection 20 

(“DEP”), and has failed to make the necessary upgrades it agreed to in past rate cases.  I&E 21 

St. 1 at 14.  He bases these conclusions off his investigation of Twin Lakes, which is 22 

summarized on page 6 of his direct testimony.  His findings are more fully explained on 23 
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pages 6 through 14 of his direct testimony. 1 

2 

Q. Does Aqua agree with Mr. Sakaya’s conclusions regarding Sections 529(a)(1) and (2)? 3 

A. Yes.  However, I would note that Twin Lakes’ failures appear to be a result of its, and its 4 

parent’s, decisions to not spend the money needed to comply. 5 

6 

Q. What does Mr. Sakaya conclude regarding Section 529(a)(3)? 7 

A. Mr. Sakaya’s testimony focuses on Twin Lakes’ technical capability to provide adequate, 8 

efficient, safe and reasonable service.  He asserts that any investigation regarding the 9 

technical ability of Twin Lakes must also include a review of the technical abilities of Twin 10 

Lakes parent, Middlesex.  I&E St. 1 at 14-15.  Mr. Sakaya ultimately concludes that Twin 11 

Lakes can be reasonably expected to furnish and maintain adequate, efficient safe and 12 

reasonable service and facilities in the future and, therefore, that Section 529(a)(3) has not 13 

been satisfied.  I&E St. 1 at 17-18. 14 

15 

Q. What does I&E witness Mr. Keller (I&E St. 2) further conclude regarding the 16 

financial and managerial capabilities of Middlesex? 17 

A. I&E witness Mr. Keller further concludes Middlesex is a “capable public utility” under 18 

Section 529(m) of the Public Utility Code and that Twin Lakes has the financial and 19 

managerial ability needed to provide safe and reliable service through Middlesex.  I&E St. 20 

2 at 6-7, 11-12. 21 

22 

Q. Do you agree with the conclusions of I&E witnesses Mr. Sakaya and Mr. Keller’s 23 
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regarding Twin Lakes’ capability to provide reasonable service in the future? 1 

A. Yes. As noted above and during the prior hearing in this proceeding, Middlesex effectively 2 

acts as the operator of the Twin Lakes system, and provides the customer service, meter 3 

reading, chemical purchasing, and billing and collections functions for Twin Lakes.  4 

Furthermore, no party asserts that the current owner of the Twin Lakes water system lacks 5 

operational or managerial ability.  This case does not appear to involve a poorly operated 6 

or managed small water system that requires new ownership.  Instead, it simply appears 7 

that Middlesex is attempting to use the Section 529 process to eliminate a poorly 8 

performing segment of its overall business. 9 

10 

Q. What does Mr. Keller conclude regarding Section 529(a)(4)? 11 

A. Under Section 529(a)(4), Twin Lakes must consider the five alternatives to an acquisition 12 

set forth in Section 529(b) of the Public Utility Code.  After examining the evidence 13 

presented by Twin Lakes with respect to each of these alternatives, Mr. Keller concludes 14 

that Twin Lakes demonstrated that the alternatives to acquisition were not practical or 15 

feasible.  I&E St. 2 at 19-23. 16 

17 

Q. In your direct testimony, Aqua reserved its rights to respond to any of the other 18 

parties’ positions regarding these alternatives.  Do you have any response to the 19 

position taken by I&E witness Mr. Keller? 20 

A. While Aqua believes that Middlesex and Twin Lakes can continue to operate the Twin 21 

Lakes system, Aqua has agreed to voluntarily act as receiver of the system during the 22 

pendency of the Section 529 proceeding and until Middlesex finds a willing buyer for the 23 
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system that is approved by the Commission. 1 

2 

Q. What does Mr. Keller conclude regarding Section 529(a)(5)? 3 

A. Mr. Keller explains that OCA identified Aqua as a capable acquiring public utility and 4 

concludes that Aqua is a capable public utility.  I&E St. 2 at 24, 27.  He also identifies 5 

Pennsylvania American Water Company, United Water a/k/a SUEZ Water Pennsylvania 6 

Inc. and the Milford Water Authority as having received notice of the instant Section 529 7 

investigation.  I&E St. at 2. 8 

9 

Q. Do you have any response to Mr. Keller’s testimony regarding this criterion? 10 

A. No.  Consistent with my direct testimony, I agree that Aqua is financially, managerially 11 

and technically capable to provide water service over the Twin Lakes system. 12 

13 

Q. What does Mr. Keller conclude regarding the sixth factor under Section 529(a)(6)? 14 

A. Mr. Keller concludes that the acquisition of the Twin Lake system by Aqua would not 15 

result in an unreasonable increase in rates for Aqua’s current customers.  I&E St. 2 at 28.  16 

He explains that Aqua has approximately 443,000 customers and the current Twin Lakes’ 17 

customers would represent less than 0.1% of Aqua’s water customers if Aqua acquired the 18 

Twin Lakes system.  I&E St. 2 at 27-28. 19 

20 

Q. Do you have a response to Mr. Keller’s testimony regarding this criterion? 21 

A. Mr. Packer will respond to this criterion in his Rebuttal Testimony (Aqua Statement No. 22 

2-R). 23 
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1 

V. REBUTTAL TO OCA DIRECT TESTIMONY 2 

Q. Did you review the direct testimony submitted by OCA in this proceeding? 3 

A. Yes.  I reviewed the direct testimony of OCA witness Morgan N. DeAngelo (OCA St. 1) 4 

and the direct testimony of OCA witness Terry L. Fought (OCA St. 2). 5 

6 

Q. Please summarize OCA witness Ms. DeAngelo’s direct testimony. 7 

A. Ms. DeAngelo testifies regarding the Section 529(a) criteria.  She concludes that Twin 8 

Lakes cannot be expected to provide reasonable service in the future because it is unable 9 

to establish a credit arrangement at any reasonable costs with any financial institution as a 10 

stand-alone entity and argues that a system take-over is necessary to mitigate the risk of 11 

losing water supply.  OCA St. 1 at 2-3.  She further testifies that the alternatives to 12 

acquisition set forth in Section 529(b) have been considered, and only the appointment of 13 

a receiver is a practical or feasible alternative.  OCA St. 1 at 3-4.  Finally, she testifies that 14 

Aqua is a capable public utility and concludes that there would be no immediate effect on 15 

the rates of Aqua’s current customers if it were ordered to acquire the Twin Lakes system.  16 

OCA St. 1 at 4-5. 17 

18 

Q. Do you have a response to Ms. DeAngelo’s argument that Twin Lakes cannot be 19 

expected to provide reasonable service without support from Middlesex? 20 

A. Yes.  As I have previously explained, and as I&E’s witnesses both explained, Middlesex 21 

appears to have the technical, financial and managerial ability to continue to operate the 22 

Twin Lakes system.  Although Aqua understands Ms. DeAngelo’s concern for maintaining 23 
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water service to Twin Lakes’ customers, Middlesex’s voluntary decision to attempt to 1 

eliminate a finically poor performing segment of its overall business does not support the 2 

relief sought.  Indeed, absent this decision by Middlesex, Twin Lakes would be able to 3 

furnish and maintain service in the future.   4 

5 

Q. Please respond to Ms. DeAngelo’s discussion of alternatives to acquisition. 6 

A. Consistent with my response to I&E witness Mr. Keller’s direct testimony regarding 7 

alternatives to acquisition, while Aqua believes that Middlesex and Twin Lakes can 8 

continue to operate the Twin Lakes system, Aqua has agreed to voluntarily act as receiver 9 

of the system during the pendency of the Section 529 proceeding and until Middlesex finds 10 

a willing buyer that is approved by the Commission.  11 

12 

Q. Do you agree with Ms. DeAngelo’s statement that Aqua is a capable public utility? 13 

A. Yes. 14 

15 

Q. With respect to OCA witness Mr. Fought, do you have any response to his description 16 

of the Twin Lakes water system or any of the operational issues facing the system? 17 

A. No.  Mr. Fought’s testimony appears to be consistent with Aqua’s understanding of the 18 

system and the issues it faces, based upon Aqua’s due diligence.   19 

20 

Q. Does Aqua agree with OCA’s recommendation that the Commission should order 21 

Aqua, as a capable public utility, to acquire Twin Lakes (OCA St. 1 at 5)?   22 

A. No.  While Aqua is willing to act as receiver during the pendency of the 529 Proceeding 23 
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and until the Commission authorizes a sale to a willing buyer, Aqua, at this time, does not 1 

believe it should be required to acquire Twin Lakes.  As set forth in the Rebuttal Testimony 2 

of Mr. Packer (Aqua St. 2-R), any acquisition of the Twin Lakes system by Aqua should 3 

only be authorized if Aqua and Twin Lakes voluntarily complete negotiations and Aqua 4 

files an application with the Commission to acquire the Twin Lakes system. 5 

6 

VI. CONCLUSION 7 

Q. Does this conclude your rebuttal testimony at this time?8 

A. Yes.  I reserve the right to supplement my testimony as additional issues arise during the 9 

course of the proceeding.   10 
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VII. FINISHED WATER STORAGE 

 

A. Design and Construction 

 

The materials and designs used for finished water storage structures shall provide 

stability and durability as well as protect the quality of the stored water.  Steel and 

concrete structures shall comply with the current editions of the AWWA standards 

concerning tanks, standpipes, reservoirs and elevated tanks wherever they are applicable.  

Other materials of construction are acceptable when properly designed to meet the 

requirements of this section. 

 

1. Sizing 

 

Storage facilities should have sufficient capacity, as determined from engineering 

studies, to meet domestic demands, and where fire protection is provided, fire 

flow demands. 

 

a. Fire flow recommendations established by the Insurance Services Office 

should be satisfied where fire protection is provided. 

 

b. The minimum storage capacity (or equivalent capacity) for systems not 

providing fire protection shall be equal to 1 day’s average consumption.  

This requirement may be reduced when the source and treatment facilities 

have sufficient capacity with standby power to supplement peak demands 

of the system. 

 

c. Excessive storage capacity should be avoided to prevent potential water 

quality deterioration problems. 

 

2. Location of Ground-Level Reservoirs 

 

a. Consideration should be given to maintaining water quality when locating 

water storage facilities. 

 

b. The bottom of ground-level reservoirs and standpipes should be placed at 

the normal ground surface and shall be above the 100-year flood or the 

highest flood of record. 

 

c. If the bottom elevation of a storage reservoir must be below normal 

ground surface, it shall be placed above the groundwater table.  At least 

50 percent of the water depth should be above grade.  Sewers, drains, 

standing water and similar sources of possible contamination must be kept 

at least 50 feet from the reservoir.  Gravity sewers constructed of water 

main quality pipes, pressure tested in place without leakage, may be used 

at distances greater than 20 feet and less than 50 feet. 

 

d. The top of a partially buried storage structure shall not be less than 2 feet 

above normal ground surface.  Clear wells constructed under filters may 

SC 1-R Exhibit A
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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is William C. Packer.  My business address is 762 West Lancaster Avenue Bryn 3 

Mawr, PA 19010. 4 

5 

Q. By whom are you employed and in what capacity? 6 

A. I am Vice President – Rates and Regulatory Accounting of Essential Utilities, Inc. 7 

(“Essential”). 8 

9 

Q. On whose behalf are you testifying? 10 

A. I am testifying on behalf of Aqua Pennsylvania, Inc.’s (“Aqua” or the “Company”) a 11 

wholly-owned subsidiary of Essential.   12 

13 

Q. What are your primary duties and responsibilities as Vice President – Rates and 14 

Regulatory Accounting of Essential?   15 

A. My overarching responsibility is to lead and assist the subsidiaries of Essential with the 16 

planning and execution of regulatory strategies before the public utility commission in each 17 

of subsidiaries’ jurisdiction.  I am responsible to ensure that the financial planning process 18 

enables the subsidiaries to achieve their allowed rate of return from both a short and long-19 

term perspective to ensure a financially viable utility.  This includes deploying all capital 20 

resources required to provide the most cost effective and efficient means to operating 21 

Essential and its subsidiaries.  In addition to my responsibilities as Vice President – Rates 22 

and Regulatory Accounting of Essential, I also serve as the Regional Controller for Aqua 23 

and Aqua New Jersey, Inc.    24 
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1 

Q. What is your educational and professional background?2 

A. I graduated from Richard Stockton College of New Jersey in 1998 with a Bachelor of 3 

Science degree in Business Studies with a concentration in Accounting.  I began my 20-4 

year career in the utility industry in September 1999, when I joined New Jersey American 5 

Water Company (“American”) as a General Staff Accountant and from 2001 to 2005 I held 6 

various positions in finance and accounting at American.  At American, I had the 7 

opportunity to support the rate-making process by working closely with operating 8 

subsidiaries in 23 states, preparing schedules and answering interrogatories. 9 

I began my career at Aqua in March 2005 when I joined Aqua New Jersey, Inc., as 10 

Assistant Controller.  Since then I have held a variety of positions in finance and 11 

accounting.  In April 2017, I was promoted to my current position of Vice President – 12 

Controller of Aqua.  Since starting at Aqua, I have been the chief accounting and revenue 13 

requirement witness in rates cases filed in Pennsylvania since 2008 and in New Jersey since 14 

2005.  I have also provided expert witness testimony for the Company’s Aqua North 15 

Carolina, Inc. subsidiary. 16 

In addition to my corporate experience, I was elected as Mayor of the Borough of 17 

Woodbury Heights in November of 2018 and was sworn in on January 5, 2019.  The 18 

Borough of Woodbury Heights is one of 565 municipalities in New Jersey and has a 19 

population of approximately 3,000 residents.  I have been an elected official since 2010 20 

and the Borough owns and operates both its water and wastewater utilities, thus giving me 21 

a unique perspective as to the considerations municipalities face when it comes to 22 

providing utility service to its residents. 23 
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1 

Q. Have you previously testified before the Pennsylvania Public Utility Commission 2 

(“Commission”)? 3 

A. Yes.  I have testified in every regulatory filing for Aqua and Aqua Pennsylvania 4 

Wastewater, Inc. since 2008, including the following:  base rate cases in 2008, 2009, 2011, 5 

and 2018; Distribution System Improvement Charge (2008); and numerous acquisition 6 

applications under Section 1329 of the Public Utility Code.   7 

8 

Q. Did you previously provide testimony in this proceeding? 9 

A. No. 10 

11 

Q. Please describe your rebuttal testimony. 12 

A. The purpose of my rebuttal testimony is to respond to certain of the statements and 13 

arguments made by the Twin Lakes Utilities, Inc. (“Twin Lakes”), the Commission’s 14 

Bureau of Investigation and Enforcement (“I&E”), and Office of Consumer Advocate 15 

(“OCA”).  More specifically, I respond to the proposal made by Twin Lakes in its Petition 16 

and recommendation made by OCA witness Ms. DeAngelo that the Commission order 17 

Aqua, as a capable public utility, to acquire Twin Lakes in this proceeding. 18 

19 

Q. Are you sponsoring exhibits associated with your rebuttal testimony? 20 

A. No.   21 

22 

Q. Mr. Packer, what is your understanding of the relief requested by Twin Lakes in this 23 
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proceeding? 1 

A. On July 16, 2020, Twin Lakes filed a Petition under Section 529 of the Public Utility Code, 2 

66 Pa.C.S. § 529, and specifically requests authorization under Section 529 of the Public 3 

Utility Code, 66 Pa.C.S. § 529, for the acquisition of Twin Lakes by a “capable public 4 

utility.”   5 

6 

Q. Has Aqua previously participated in Section 529 proceedings before the Commission? 7 

A. Yes.  Aqua has participated in several Section 529 proceedings before the Commission, 8 

including, most recently, North Heidelberg Sewer Company (Docket Nos. M-2018-9 

2655983 and I-2018-3001161), James Black Water Service Company (Docket No. M-10 

2019-3012563), and Sun Valley Water Company (Docket No. A-2017-2626577).111 

12 

Q. Please describe Aqua’s previous experience in Section 529 proceedings. 13 

A. Aqua has participated in Section 529 proceedings where the existing owner of the system 14 

is unable to provide safe and adequate service to customers either through multiple 15 

violations of the Commission or Department of Environmental Protection (“DEP”) 16 

regulations, or through the lack the owner’s ability to manage the system financially or 17 

operationally.  In all of these cases, the systems have been troubled, in that service to 18 

customers was jeopardized by the owner’s inability to run the system or lack of an owner 19 

to do so.   20 

21 

Q. Is this proceeding similar to prior Section 529 proceedings where Aqua has been a 22 

1 Although Sun Valley was not a formal Section 529 proceeding due to lack of living owners of the system, Aqua 
was appointed receiver of the Sun Valley system. 
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participant? 1 

A. No.  Here we do not have a system where the owner has passed away, or there have been 2 

multiple and ongoing violations the Commission or DEP regulations, or the inability of the 3 

owner to manage the system.  The current owners are seeking to use this Section 529 4 

process to have another entity acquire a system that it has the capabilities to manage.  I 5 

emphasize that Aqua has and will continue to work to solve issues regarding trouble water 6 

and wastewater systems in the Commonwealth.  However, a very different set of facts and 7 

circumstances are present here.   8 

9 

Q. Have any of the parties made any recommendations as to whether Aqua, as a capable 10 

public utility, should be ordered by the Commission to acquire the Twin Lakes water 11 

system? 12 

A. Yes.  OCA witness Ms. DeAngelo specifically makes this recommendation.  OCA St. 1 at 13 

5.  In addition, although I&E does not specifically make this recommendation, I&E witness 14 

Mr. Keller explains that OCA identified Aqua as a capable acquiring public utility and 15 

concludes that Aqua is a capable public utility.  I&E St. 2 at 24, 27.  I&E witness Mr. Keller 16 

also concludes that the acquisition of the Twin Lakes system by Aqua would not result in 17 

an unreasonable increase in rates for Aqua’s current customers.  I&E St. 2 at 28. 18 

19 

Q. Do you agree with the other parties’ recommendation that the Commission should 20 

order Aqua to acquire the Twin Lakes water system as a part of this Section 529 21 

proceeding? 22 

A. No, I do not.  Although Aqua is willing to voluntarily act as the receiver for the Twin Lakes 23 
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water system, as explained in the rebuttal testimony of Aqua witness Mr. Clark (Aqua St. 1 

1-R), it is Aqua’s position that the Commission should not order Aqua to acquire the Twin 2 

Lakes water system as a part of this proceeding.  Rather, consistent with the direct 3 

testimony of Mr. Clark, any acquisition of the Twin Lakes system by Aqua should only be 4 

authorized if Aqua and Twin Lakes voluntarily complete negotiations and Aqua files an 5 

application with the Commission to acquire these assets and expand its existing service 6 

territory to provide service to Twin Lakes. 7 

8 

Q. Why is it Aqua’s position that the Commission should not order it to acquire the Twin 9 

Lakes water system as a part of this Section 529 proceeding? 10 

A. As discussed in the direct and rebuttal testimony of Aqua witness Mr. Clark, this 11 

proceeding does not appear to involve a financially insolvent or managerial deficient 12 

owner.  Middlesex Water Company (“Middlesex”) is a financially capable owner, and also 13 

appears to have the technical and managerial capability to continue to operate the system 14 

as it does today.  Rather, it appears that Middlesex is seeking to eliminate a financial poor 15 

performing segment of its overall business by improperly using the provisions of Section 16 

529. 17 

Where the current owner of a small water system has the financial and managerial 18 

capability to continue to support system, but appears to be using a Section 529 proceeding 19 

to eliminate the system from its overall business due to poor financial performance, Aqua 20 

is concerned that the current owner could be attempting to use the Section 529 process to 21 

force a potential acquiring public utility to pay more than it otherwise would agree to pay 22 

based upon arms-length negotiations between the parties.  Section 529 provides that if the 23 



7 
21230583v2

Commission orders a capable public utility to acquire a small water system, the parties are 1 

then to undertake negotiations on price.  If the parties are unable to agree to a price, or the 2 

Commission rejects the price negotiated, then the acquiring party must use the provisions 3 

of the Eminent Domain Code.  As a result, an acquiring party and a seller may be forced 4 

to accept a price that they would not willingly accept in arms-length negotiations.  This 5 

approach may be necessary when a financially or managerially incapable owner refuses to 6 

sell a utility.   7 

However, that is not the case here.  Middlesex, a financially fit and capable owner, 8 

appears eager to sell the Twin Lakes system.  But in using Section 529, Middlesex may 9 

force Aqua to pay more than it is willing to pay.  Section 529 of the Public Utility Code 10 

should not be used in that way; it is not a vehicle for a financially and managerially capable 11 

owner to extract additional value out of a financially poor performing system. 12 

13 

Q. If the Commission adopts the proposal of Twin Lakes and recommendation of OCA, 14 

and orders Aqua to acquire the Twin Lakes water system, do you have a 15 

recommendation regarding additional conditions that should be imposed by the 16 

Commission? 17 

A. Yes.  If the Commission were to order Aqua to acquire the Twin Lakes water system as a 18 

part of this proceeding, it should condition the acquisition upon Middlesex setting aside 19 

approximately $1,675,000 in an escrow account to be used to offset the costs of replacing 20 

and remediating the existing infrastructure not covered by the Pennsylvania Infrastructure 21 

Investment Authority (“PENNVEST”) grant funds available and to cover the tax liability 22 

associated with the grant.  The breakdown of the escrow funds is approximately $304,573 23 
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of loan and an estimated $1,358,000 of tax liability.  It is undisputed that the facilities and 1 

infrastructure comprising the Twin Lakes system are significantly deteriorated, and will 2 

require substantial remediation and, in many cases, complete replacement in order to 3 

provide the customers served with reasonable and adequate water service.  Under the 4 

particular set of facts and circumstances applicable here, to the extent that Aqua is ordered 5 

to acquire this system, its shareholders and ratepayers should not be required to bear the 6 

entirety of the costs to remediate and replace the existing infrastructure.  Rather, current 7 

ownership should be held responsible for a portion of those costs in recognition of the fact 8 

that Middlesex remains financially and managerially capable at the time it has sought to 9 

divest itself of this system.   10 

11 

Q. Please describe and respond to Mr. Fullagar’s third alternative considered by the 12 

Twin Lakes system regarding the PENNVEST grant and loan. 13 

A. Mr. Fullagar described that Twin Lakes was approved for a PENNVEST grant of 14 

$4,660,027 and a loan of $304,573 and did not accept the grant because it would be treated 15 

as Contributions in Aid of Construction (“CIAC”) subject to income tax liability of $1.358 16 

million under the Tax Cuts and Jobs Act of 2017, which would subject customers to 17 

additional rate increases and the Commission has not provided adequate recovery in the 18 

past.  However, it is my understanding that Twin Lakes has not yet accepted the 19 

PENNVEST grant and loan and has not included these amounts in any base rate case before 20 

the Commission.  In this regard, Mr. Fullagar is merely speculating about what the 21 

Commission may or may not order regarding funds that Twin Lakes has not accepted and 22 

has not yet attempted to recover in base rates.   Mr. Fullagar’s speculation should be 23 
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rejected. 1 

2 

Q. Please respond to OCA witness DeAngelo’s and I&E witness Keller’s conclusion that 3 

an acquisition of the Twin Lakes system by Aqua would not result in an unreasonable 4 

increase in Aqua’s existing customers’ rates. 5 

A. While Aqua submits it should not be ordered to acquire the Twin Lakes system through 6 

this proceeding, given the size of the Twin Lakes system, I agree with the conclusion that 7 

an acquisition of the Twin Lakes system would not have a meaningful impact on the rates 8 

of Aqua’s existing customer base.   9 

10 

Q. Does this conclude your rebuttal testimony at this time?11 

A. Yes.  I reserve the right to supplement my testimony as additional issues arise during the 12 

course of the proceeding.   13 
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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is William C. Packer.  My business address is 762 West Lancaster Avenue Bryn 3 

Mawr, PA 19010. 4 

 5 

Q. Did you previously provide testimony in this proceeding? 6 

A. Yes.  On December 9, 2020, I submitted my written rebuttal testimony on behalf of Aqua 7 

Pennsylvania, Inc. (“Aqua” or the “Company”), Aqua Statement No. 2-R 8 

 9 

Q. Please describe the purpose of your surrebuttal testimony.  10 

A. The purpose of my surrebuttal testimony is to respond to a statement made by Twin Lakes 11 

Utilities, Inc. (“Twin Lakes”) witness Bruce O’Connor in his rebuttal testimony, Twin 12 

Lakes St. 2-R.  More specifically, I respond to Mr. O’Connor’s assertion that the 13 

Pennsylvania Public Utility Commission’s (“Commission”) Bureau of Investigation and 14 

Enforcement (“I&E”) is the only party that opposes Twin Lake’s requested relief.   15 

 16 

Q. Mr. Packer, does Mr. O’Connor assert on behalf of Twin Lakes that “I&E stands 17 

alone as the only party opposing Twin Lakes’ request for the granting of Section 529 18 

relief”? 19 

A. Yes, he does on page 11 of his rebuttal testimony.   20 

 21 

Q. Is that statement accurate? 22 

A. Not entirely.  Aqua made clear in its rebuttal testimony that the Commission should not 23 
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order Aqua to acquire the Twin Lakes water system as a part of this proceeding.    1 

 2 

Q. Did Aqua explain why it believes the Commission should not order Aqua to acquire 3 

the Twin Lakes water system as a part of this Section 529 proceeding? 4 

A. Yes.  As a part of my rebuttal testimony (Aqua Statement No. 2-R), I explained that Aqua 5 

was concerned that the current owner of the Twin Lakes water system, i.e., Middlesex 6 

Water Company (“Middlesex”), could be attempting to use the Section 529 process to force 7 

a potential acquiring public utility to pay more than it otherwise would agree to pay based 8 

upon arms-length negotiations between the parties.  But for Aqua being designated one of 9 

the capable utilities by the Commission in this proceeding, the Company had no interest in 10 

acquiring this system previously and questions its value currently in a free market.  The 11 

record shows that no other utility is interested in this system out of their own business 12 

interests.  Instead, it appears that they are attempting to use the Section 529 process to 13 

avoid writing off Twin Lakes water system.  I do not believe it is sound policy to permit 14 

Middlesex to take advantage of Section 529 of the Public Utility Code in this manner.   15 

 16 

Q. Please expand on your concern regarding this position. 17 

A. As explained above, Aqua has stated that it believes that the Commission should not order 18 

Aqua to acquire the Twin Lakes system.  If Aqua is ordered to acquire the Twin Lakes 19 

system, the parties will attempt to negotiate a fair price for the system that the Commission 20 

will review for reasonableness.  If the parties are unable to come to an agreed upon 21 

purchase price the Commission will be required, under Section 529, to order that Aqua 22 
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acquire the Twin Lakes system through use of the Eminent Domain Code1, thereby 1 

relinquishing jurisdiction and the ability to approve a fair and reasonable price for the 2 

system. 3 

 4 

Q. Do you have any additional basis for these concerns based on your review of Twin 5 

Lakes’ rebuttal testimony? 6 

A. Yes.  On pages 11-12 of Mr. O’Connor’s rebuttal testimony, it seems that Twin Lakes is 7 

attempting to assert that none of the parties oppose its request to be acquired by a capable 8 

public utility and that all of the parties believe Aqua is that capable public utility.   9 

 10 

Q. If the Commission were to order Aqua to acquire the Twin Lakes system as a part of 11 

this proceeding, has Aqua proposed additional conditions that should be imposed on 12 

such acquisition? 13 

A. Yes.  As explained on pages 7-8 of my rebuttal testimony, if the Commission were to order 14 

Aqua to acquire the Twin Lakes water system as a part of this proceeding, it should 15 

condition the acquisition upon Middlesex setting aside funds in an escrow account to be 16 

used to offset the costs of replacing and remediating the significantly deteriorated existing 17 

infrastructure.  Given that current ownership of the Twin Lakes system remains financially 18 

and managerially capable of operating the system, to the extent that Aqua is ordered to 19 

acquire this system, its shareholders and ratepayers should not be required to bear the 20 

entirety of the costs to remediate and replace the existing infrastructure.   21 

 22 

 
1 See 66 Pa. C.S. § 529(e). 
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Q. Does this conclude your surrebuttal testimony at this time? 1 

A. Yes.  I reserve the right to supplement my testimony as additional issues arise during the 2 

course of the proceeding.   3 
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