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I INTRODUCTION

SCH USA, LLC (“SCH USA”) owns and operates the Split Rock Resort, a large
commercial resort property which receives wastewater service from Aqua Pennsylvania
Wastewater, Inc. (“Aqua” or “Company”). As described in detail in SCH USA’s Main Brief
(“MB”), SCH USA intervened in Aqua’s base rate case in order to address the billing method
applied to SCH USA as a wastewater customer with unmetered water service. Aqua currently
bills SCH USA a flat rate based on “Equivalent Dwelling Units” (“EDUs”). The flat rate
currently billed to SCH USA is based on an incorrect number of EDUs and has no relationship
whatsoever to actual usage at the property, which can vary widely based on occupancy at the
Resort. This results in SCH USA being charged for significantly more wastewater usage than
Aqua is actually collecting or treating. These inaccurate charges are unjust and unreasonable and
must not be permitted to continue.

In its Main Brief, the Company raises a number of arguments in support of its position
which would allow Aqua to maintain its current practice of charging SCH USA based on an
incorrect number of EDUs and in violation of its own tariff. As discussed below, each of these
arguments is baseless. At its core, Aqua simply refuses to bill SCH USA for actual metered
usage, even though SCH USA has presented a number of reliable, accurate and technically
feasible options that would allow SCH USA to be billed based on actual water or wastewater
consumption. Aqua has other customers on its system who are billed based on metered
wastewater usage or metered water consumption from private wells, but the Company refuses to
provide a similar service to SCH USA. This is despite the fact that the Commission has stated a
clear preference for billing based on actual, metered usage, and Aqua can point to no concrete

reason or requirement that would prevent it from billing SCH USA based on metered usage.
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For the reasons discussed in its Main Brief and herein, SCH USA respectfully requests
that the Commission direct Aqua to implement metered service for SCH USA by: (1) measuring
actual wastewater discharges to Aqua’s system; or (2) measuring actual water consumption, so as
to permit SCH USA to be billed based on its actual usage. Further, Aqua should be directed to

include language in its tariff explicitly providing for such billing options.

I1. FLAT RATE BILLING OF SCH USA

A. The Current EDUs Assessed to SCH USA are Baseless, Incorrect and In
Violation of Aqua’s Tariff.

In its Main Brief, Aqua argues that it is obligated to bill SCH USA pursuant to its
Commission-approved tariff, and that SCH USA’s claims regarding existing rates fail because
Aqua believes that it is currently billing SCH USA consistent with its tariff.! Aqua also claims
that SCH USA has not shown that its assigned EDUs are incorrect or inaccurate, and the
Company has “merely continued to apply agreed upon values” pursuant to an expired
settlement.? These arguments are incorrect because, in fact, Aqua is not currently billing SCH
consistent with its tariff. Rather, Aqua is billing SCH USA for EDUs determined by a long
expired and inapplicable settlement agreement, which is not reflected anywhere in its tariff and
which is inconsistent with the method of calculating EDUs described in Aqua’s tariff. Further,
the EDUs charged to SCH USA have no relationship to the actual usage at the property.
Therefore, the EDUs currently charged to SCH USA result in rate that are unjust and
unreasonable, and therefore must be rejected.

As explained in SCH USA’s Main Brief, the EDUs assigned to SCH USA were

determined during litigation between a prior owner of Split Rock Resort and the Township of

! Aqua MB at 22-23.
2 Aqua MB at 26.
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Kidder (“Kidder Township™).> During the course of that proceeding, the litigants reached a
Settlement Agreement (“2010 Settlement’) on several issues, including the number of EDUs that
would be used in calculating Split Rock Resort’s wastewater charges.* Later, in 2012, Little
Washington Wastewater Company d/b/a Suburban Wastewater Company (“LWWC”) entered
into an Asset Purchase Agreement (“APA”) with Kidder Township to purchase the wastewater
system.> Under this APA, only two paragraphs from that Settlement were transferred from
Kidder Township to LWWC — and those paragraphs did not include the EDUs for the Split Rock
Resort.® Therefore, the 2010 Settlement has long expired, and any terms related to EDU
calculations for the Resort were not assumed by Aqua when it later acquired the wastewater
system.” The EDU determinations outlined in the 2010 Settlement have no bearing whatsoever
on the calculation of EDUs for the Resort today or how SCH USA’s current wastewater bills
should be calculated.

By continuing to rely on these outdated and baseless EDU calculations, Aqua is not only
imposing charges on SCH USA that are unjust and unreasonable, but is also violating its own
tariff by failing to calculate EDUs in the manner described in and consistent with its Commission
approved tariff. Aqua’s current tariff requires that EDUs be determined based upon the estimated

average daily wastewater flow for the type of business, as calculated by the Pennsylvania

3 SCH USA MB at 6; see SCH USA Exhibit FL-3, Aqua Response to SCH Interrogatory SCH-I-9, in which
Aqua confirmed that “[t]he EDUs that are stipulated in [Aqua’s] Compliance tariff were taken from the Settlement
Agreement entered into between the Township of Kidder and Vacation Charters LTD., Split Rock Country Club,
Inc., and Summit Management & Utilities, Inc.”

4 SCH USA MB at 6; see SCH USA Exh. FL-1, Release and Settlement Agreement, Vacation Charters
LTD., Split Rock Country Club, Inc., Summit Management & Utilities, Inc., v. Kidder Township, In the Court of
Common Pleas of Carbon County, Pennsylvania, Docket No. CV-07-4079.

3 SCH USA Exh. FL-2 provides a copy of the Asset Purchase Agreement.
6 SCH USA MB at 6-7; SCH USA St. No. 3 at 4-5.
7 SCH USA MB at 7.
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Department of Environmental Protection (“PA DEP”) regulation at 25 Pa. Code § 73.17, divided
by the typical estimated average daily wastewater flow from a current single-family unit.® Billing
SCH USA based on the inapplicable 2010 Settlement does not comport with the calculation
method outlined in the tariff.” As such, Aqua’s current flat rate billing process as applied to SCH
USA violates Aqua’s tariff, and Aqua’s argument that it is simply complying with its tariff by
charging SCH USA in this manner is completely meritless.

Further, Aqua claims that the Commission approved the EDU-based billing of SCH USA
in the acquisition docket, the 2018 rate case and 2021 rate case.'® This statement is not accurate.
As SCH USA witness Frank Lacey testified, a review of Aqua’s last two rate cases shows the
Commission did not expressly approve an allocation of costs or EDUs specific to SCH USA in
either of those proceedings.!! Aqua’s Main Brief generically cites to these proceedings but does
not provide any specific citation as to where it claims the Commission has approved the number
of EDUs that it argues must be billed to SCH USA. Further, Aqua’s current tariff does not
include any mention of EDUs specific to SCH USA. Aqua has failed to provide any support for
this argument.

Aqua also appears to claim that SCH USA has not proven that its actual consumption
differs from the assigned EDUs or that there have been changed circumstances at the property,
and on that basis SCH USA’s claims should be denied.'> However, Aqua has not pointed to any

requirement or regulation providing that circumstances at the property must have changed or that

8 Aqua Tariff Sewer-PA P.U.C. No. 3, Original Page 25.
o SCH USA MB at 8.
10 Aqua MB at 19.
1 SCH USA St. No. 3-SR at 2.
12 Aqua MB at 26-27; 28-29.
4
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actual consumption must differ from the EDUs charged in order for SCH USA’s concerns to be
addressed. As discussed above and in SCH USA’s Main Brief, the current EDUs are based on
the 2010 Settlement which has never been applicable to SCH USA’s wastewater usage. Further,
the current EDUs have no relationship whatsoever to actual usage at the property. The current
EDUs also were not calculated consistent with Aqua’s tariff. As such, there is no basis for the
current EDU charges, and Aqua’s attempts to impose unfounded requirements must be rejected.
For these reasons and those discussed in SCH USA’s Main Brief, the Commission should

find that Aqua’s current billing practice as applied to SCH USA is illegal and in violation of

Aqua’s tariff and must not be permitted to continue.

B. Aqua’s Claims Regarding SCH USA’s EDUs and its Wastewater Treatment
Capacity are Unfounded.

Aqua argues that its use of EDUs is reasonable from a system design perspective because
the Company must consider the “sewer capacity needed to treat wastewater from the customer /
premises at all times.”!*> However, this does not make it reasonable to bill SCH USA a flat rate
based on the assumption that the maximum amount of wastewater consumption is occurring at
the property, particularly given that occupancy at the property is typically significantly below
100%.'4

As SCH USA witness Lacey explained, by billing based on EDUs, Aqua is charging SCH
USA for the maximum amount of flow that could come from the property at all times, >
regardless of whether the Resort’s occupancy is at zero percent or 100%.'¢ As such, these rates

have nothing to do with actual services rendered. This approach is unfair to SCH USA as a

13 Aqua MB at 24, quoting Aqua St. No. 11-R at 3.
14 SCH USA St. No. 1 at 3.
15 SCH USA St. No. 3-SR at 3.
16 SCH USA St. No. 3 at 6.
5
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customer with variable wastewater needs, and worse yet, it creates tremendous disincentives to
any type of water or wastewater conservation or efficiencies.!” Further, based on a review of the
applicable regulations (which pre-date construction of the Resort), the wastewater system should
have been designed to handle two times the expected wastewater flow from the Resort, even if
the Resort were to reach full occupancy.!® Therefore, Aqua’s claims that billing SCH USA on a
basis other than the current EDUs would in some way affect its capacity to treat SCH USA’s

wastewater is entirely unsupported.

C. Aqua Has No Basis for Refusing to Provide Metered Options to SCH USA

Aqua claims that metered wastewater service is neither feasible nor reasonable to
implement at SCH USA’s property.'” SCH USA disagrees with this claim. SCH USA witness
Ronald Carrier provided detailed testimony describing various options that would allow for
wastewater service to be metered for billing purposes.?® Indeed, Aqua already has customers in
its system who are billed based on metered wastewater flows, showing that wastewater metering
is clearly possible.?! Further, billing based on metered wastewater consumption is just one of the
options presented by SCH USA.??2 SCH USA simply seeks to be billed based on its actual usage,
which is entirely feasible and consistent with Commission precedent, and the only option that

will provide just and reasonable rates to this resort property with significant variances in

occupancy.

17 SCH USA St. No. 3-SR at 3.

18 SCH USA St. No. 3 at 10-11.

19 Aqua MB at 30-32.

20 SCH USA St. No. 2 at 7-9; SCH USA St. No. 2-SR at 1-2.

2z SCH USA St. No. 2 at 9; SCH USA Exh. RC-1, Aqua Response to SCH -I-1.
2 See SCH USA St. No. 1 at 4.
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As previously noted, the Company admits that it currently has customers that are billed
based on metered wastewater usage as well as metered water usage from private wells, but
claims that this is only for customers who received this service prior to acquisition by Aqua.?’ It
remains unclear why Aqua refuses to accept metered consumption as a basis for billing SCH
USA for wastewater service, except that this is how they have always done it.?* Aqua has
pointed to no concrete reason or regulatory requirement establishing that it cannot bill SCH USA
on a metered basis. As SCH USA witness Lacey observed, “[i]t is not SCH USA who is seeking
special treatment. It is Aqua who refuses to provide a metered option to SCH USA when they
provide that option to other customers.”?’

In addition to the fact that Aqua already has customers who are billed based on metered
wastewater service and based on metered private wells, SCH USA has presented testimony
showing that there are reliable, accurate and technically feasible options available such that SCH
USA can reasonably be billed based on actual consumption.?® Importantly, the Commission has
consistently maintained that volumetric billing based on actual, measured usage is clearly

preferable to flat rate billing.2” Aqua has no basis for refusing to provide metered options to SCH

USA, and the Company’s arguments to the contrary must be rejected.

2 Aqua MB at 25-26.

24 SCH USA St. No. 3-SR at 1.

2 SCH USA St. No. 3-SR at 4.

26 See SCH USA MB at 11-13.

27 See Pa. PUC v. Little Washington Water Co. Southeast Consol. Div., Docket Nos. R-2010-2207853 et al.,

2011 WL 3001699 (Pa.P.U.C.), Opinion and Order (entered June 9, 2011); see also Pa. PUC v. Community Utilities
of Pa. Inc., Docket Nos. R-2021-3025206 et al., 2022 WL 143145 (Pa.P.U.C.), Opinion and Order (entered Jan. 13,
2022) (““We concur with the Joint Petitioners that there is no question that volumetric billing is preferable to flat rate
billing, as it provides better price signals and promotes conservation ... [and] also results in a more equitable
distribution of the variable costs of wastewater service among ratepayers.”).

7
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D. Aqua’s Proposed Changes to its Definition of EDU Must Be Rejected

Finally, Aqua argues that its proposed revision to the definition of EDU in its tariff is

intended to clarify the definition and the number of EDUs assigned at the time of acquisition,

and to provide a mechanism for properties that have been modified to request a change to the

billed EDUs.?® SCH USA disagrees with this characterization; rather, the proposed tariff change

is an attempt to solidify Aqua’s position and secure the Commission’s approval for the Resort’s

EDU s to continue to be based on a “predetermined EDU allocation™ as established in the 2010

Settlement.?® As described above and in SCH USA’s Main Brief, the 2010 Settlement is not a

valid method of determining Split Rock Resort’s EDUs, let alone reflecting its actual usage, and

this proposed definition change must be rejected.>°

Because SCH USA is a customer acquired through a purchase or acquisition, and Aqua’s

position is that SCH USA has a “predetermined EDU allocation” under the 2010 Settlement, it

appears that Aqua is attempting to modify the EDU definition to provide a basis for continuing to

bill SCH USA based on the 2010 Settlement.®' There is no valid basis for using the 2010

Settlement to determine SCH USA’s EDUs for billing purposes, and continuing to bill SCH

USA on this basis is unjust and unreasonable.

28

29

30

31

Aqua MB at 29-30.

See SCH USA MB at 13-15.
1d.

SCH USA St. No. 3 at 9.

#119216633v1



III. CONCLUSION

For the foregoing reasons, SCH USA submits that Aqua’s current flat rate billing as
applied to SCH USA results in rates that are unjust and unreasonable in violation of the Public
Utility Code, and therefore cannot be permitted to continue. SCH USA respectfully requests that
the Commission direct Aqua to permit SCH USA to be billed for wastewater service based on
actual measured usage, by: (1) measuring actual wastewater discharges to Aqua’s system; or (2)
measuring actual water consumption. Further, Aqua should be directed to include language in its

tariff explicitly providing for such billing options.

Respectfully submitted,

lo] Laaren M. Burge
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Renardo L. Hicks, Esquire (I.D. No. 40404)
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