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TESTIMONY OF OUCC WITNESS CARL N. SEALS
CAUSE NO. 45311-U
J.B. WATERWORKS, INC.

Please state your name and business address.

My name is Carl N. Seals, and my business address is 115 West Washington Street, Suite
1500 South, Indianapolis, Indiana 46204,

By whom are you employed and in what capacity?

I am employed by the Indiana Office of Utility Consumer Counselor (“OUCC”) as a Utility
Analyst in the Water/Wastewater Division. My qualifications and experience are set forth
in Appendix A.

What is the purpose of your testimony?

I discuss J.B. Waterworks, Inc.’s (“JBW” or “Utility”) current operations, its proposed
adjustments to operations and maintenance expenses, and its compliance with a prior
Commission order. I recommend that the Commission approve the Utility’s requested
maintenance expenses.

What have you done to prepare your testimony?
I reviewed JBW’s Small Utility Rate Application and its 2014-2018 Indiana Utility

Regulatory Commission (“IURC” or “Commission”) Annual Reports. I wrote discovery
requests and reviewed the responses JBW provided. I reviewed the Commission’s final
order in Cause No. 44415-U and testimony filed in that cause. I also researched the Utility’s
reports on the Indiana Department of Environmental Management’s (“IDEM?”) Virtual File
Cabinet. On December 18,2019, I met with Mark Jongkind, who operates JBW, to examine
the Utility’s above-ground water utility facilities and discuss its operations. I took pictures

of those facilities, which I present in Attachment CNS-1 to this testimony.
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What attachments are included with your testimony?

Included with my testimony are the following attachments:

Attachment CNS-1: Pictures of JBW facilities;

Attachment CNS-2: Utility Dashboard;

Attachment CNS-3: Utility Response to OUCC DR 2, and
Attachment CNS-4: Utility Response to Order in Cause No. 44115-U.

Please describe JBW characteristics.

JBW is an investor-owned water utility serving 119 customers in the Jongkind Park
subdivision near the City of La Porte, Indiana. The system consists of four wells, a
treatment plant and 1,640 feet! of PVC mains ranging from two to six inches in diameter.
While JBW uses hydrants to flush its system, no fire protection is provided due to limited
main sizes. In 2018, JBW sold 6,404,000 gallons of water, for an average of 4,485 gallons
per customer per month.

What is JBW’s water storage capacity?
The Utility reports 70,000 gallons® of storage in its 2018 Annual Report. With average

sales in 2018 of approximately 17,545 gallons per day,® JBW easily meets the Ten State

Standard recommendation that total water storage meet average day demands.*

! 2018 Annual Report. This amount seems low/underreported. 1,640 feet of mains would result in less than 14 feet of
main per customer, which would suggest an extremely narrow lot. Even multiplying this by two to account for
customers on both sides of the main yields only 28 feet. From Google maps it appears that some of the narrower
lots in the subdivision are still 80 feet across.

22018 Annual Report, page W-7. A 2016 “Facility Inspection” report by the Indiana Department of Environmental
Management lists two storage facilities totaling 66,200 gallons.

3 6,404,000 gallons / 365 days = 17,545 gallons per day in 2018. Total 2018 sales from 2018 Annual Report.

4 70,000 gallons storage > 17,545 average day consumption recommended. According to the Recommended
Standards for Waterworks, A Report of the Water Supply Committee of the Great Lakes — Upper Mississippi River
Board of State and Provincial Public Health and Environmental Managers, Part 7 Finished Water Storage, Section
7.0.1(a) Sizing states: “The minimum storage capacity (or equivalent capacity) for systems not providing fire
protection shall be equal to the average daily 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.”
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What is JBW’s level of water loss?

As used in Applicant’s IURC annual reports, “water loss” is the difference between water
JBW produced and the total amount of water sold to customers or used for firefighting,
flushing mains, flushing sewers, street cleaning, backwashing, or other authorized
consumption. Water loss may reasonably be attributed to leaks or inaccurate measurement
of consumption. Over the last five years, JBW’s water loss values (after system usage)
have ranged from 8.0% to 20.0%, with an increasing trend during this period.’ (See
Attachment CNS-2) Applicant believes that the cause of this increased water loss is due
to leaking valves on customer service lines. This is to a certain extent supported by pictures
of three valves shown with water inside the riser in Attachment CNS-1.6

Is JBW making adjustments to its test year operation and maintenance (“O&M”)
expenses to recover projected periodic maintenance expense?

Yes. JBW has proposed the following adjustments to maintenance expenses:

Repair service lines (6 at $950 each) $5,700
Software maintenance costs 720
Total $6,420

Do you support these adjustments as proposed?
Yes. On December 16, 2019, in OUCC Data Request No. 2, the OUCC sought additional

documentation to support the underlying costs for each of these items. The Utility
responded on January 15, 2020, providing support for these costs and other information

sought in Data Request No. 2. This response has been included as Attachment CNS-3.

3 See “Percent Water Lost” chart on Attachment CNS-2.
¢ Leaking valves can cause water to rise in the vertical box that contains the shaft to enable turning the underground
valve key, as shown in the pictures.
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Did the Commission have any requirements for JBW in the order issued in its last

rate case, Cause No. 44115-U, on May 9, 2012?

Yes, the Commission ordered JBW to do the following:
J.B. Waterworks shall investigate the feasibility and costs of potential
process improvements that would improve the quality of its water as well
as the possibility of purchasing water from the City of La Porte. As part of
its investigation, J.B. Waterworks should solicit feedback from its
customers as to their willingness to pay future rate increases in order to
make process improvements that would improve water quality. J.B.
Waterworks shall submit a summary of its findings to the Commission and
the OUCC no later than April 1, 2013.

Did JBW comply with these requirements?

Yes, although it did so late. As shown in Attachment CNS-4, JBW filed a summary of its
findings on July 23, 2014. These findings suggested that both process improvements to
improve water quality (filtration) and to connect with the City of La Porte were not feasible,
nor were they supported by the customers.

Are there opportunities for JBW to improve its Annual Reports to the Commission?

Yes. As noted above, it seems unlikely that the reported 1,640 feet of main shown in the
Utility’s 2018 Annual Report is correct. There also appear to be potential discrepancies in
water storage reporting between IURC and IDEM filings. The utility should take greater
care in reporting financial and operating data correctly.

Does the United States Environmental Protection Agency (“EPA”) have any
resources that may be beneficial to JBW’s operations?

Yes. In conjunction with the United States Department of Agriculture (“USDA”), the EPA

developed the Rural and Small Systems Guidebook to Sustainable Utility Management

(“Guidebook™)”. Rural and small water systems can use the information in the Guidebook

in several different ways:

7 The Guidebook can be obtained for free from the following website: https:/www.epa.gov/small-and-rural-
wastewater-systems/rural-and-small-systems-guidebook-sustainable-utility-management
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e By system managers, water system operation specialist and staff as a guide for taking
actions leading to short- and long-term improvements to system management and
performance;

e By service providers as they work with individual systems or groups of systems through
workshops or other assistance efforts;

e Asaresource for system improvement workshops, like those sponsored by USDA and
EPA;

e As a resource for guiding conversations about sustainability with utility board
members; or

e As a resource for communicating and educating utility board members on the
importance of effective management.

How should JBW use the Guidebook?
At a minimum, JBW should work through Appendices 1 and 2 of the Guidebook to see if

it might benefit from any of the Guidebook’s practices or programs.

Did the OUCC receive any customer comments regarding JBW’s proposed rate
increase?

Yes. These comments appear as Public’s Exhibit No. 3.

Please summarize your recommendations:

I recommend the Commission approve JBW’s proposed operations and maintenance
expense increase, as modified by OUCC witness Richard Corey.

Does this conclude your testimony?
Yes.
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I. APPENDIX A: QUALIFICATIONS

Please describe your educational background and experience.

In 1981 I graduated from Purdue University, where I received a Bachelor of Science degree
in Industrial Management with a minor in Engineering. I was recruited by the Union Pacific
Railroad, where I served as mechanical and maintenance supervisor and industrial engineer
in both local and corporate settings in St. Louis, Chicago, Little Rock and Beaumont,
Texas. I then served as Industrial Engineer for a molded-rubber parts manufacturer before
joining the Indiana Utility Regulatory Commission (“IURC”) as Engineer, Supervisor and
Analyst for more than ten years. It was during my tenure at the IURC that I received my
Master of Health Administration degree from Indiana University. After the [URC, I worked
at Indiana-American Water Company, initially in their rates department, then managing
their Shelbyville operations for eight years, and later served as Director of Regulatory
Compliance and Contract Management for Veolia Water Indianapolis. I joined Citizens
Energy Group as Rate & Regulatory Analyst following the October 2011 transfer of the
Indianapolis water utility and joined the Office of Utility Consumer Counselor in April of

2016.




AFFIRMATION

I affirm the representations I made in the foregoing testimony are true to

the best of my knowledge, information, and belief.

Cond 0%eg

By: Carl N. Seals

Cause No. 45311-U

Indiana Office of

Utility Consumer Counselor
\/zl[ 2020

Date:
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Plant, exterior view

Plant interior showing high service pumps (lower left) and pressure tanks (right)
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High service pumps, unit in rear is single-phase for generator

70,000 gallon concrete storage tank in plant
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Well 1 with plant in background

Well 2
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Wells 3 (background, circled) and 4

Backup generator and propane storage tank
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Typical flush hydrant (fire hydrants not provided)

First leaking valve, note water in riser
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Second leaking valve uncovered

Third leaking valve identified



Utility Dashboard
J.B. Waterworks
Cause No. 45311-U
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J.B. WATERWORKS, INC.
PO BOX 67
LA PORTE, IN 46352-0067

July 17, 2014

Indiana Utility Regulatory Commission
Water and Wastewater Division

101 W Washington St Ste 1500E
Indianapolis, IN 46204

Subject: J.B. Waterworks
Dear Ms. Funk and [URC:

I am writing on behalf of J.B. Water Works, Inc. in regards to the required compliance filing per
the [URC Commissions order in Cause No. 44115-U dated May 9, 2012. J.B. Water Works, Inc.
was required to investigate the feasibility and costs of potential water quality process
improvements, which include the possibility of purchasing water from the City of La Porte and
the willingness of customers on the system to pay future rate increases that support these
improvements.

After researching the costs of filtration to remove iron content in the water, we believe a separate
filtering plant with iron removal equipment would be necessary. The cost would be very high,
therefore we believe this to not be feasible.

Also after researching the cost of equipment and piping to buy water from the City of La Porte,
this option also would require costs that we believe would not be feasible for a water system of
our size. ‘

After researching these options and conferring with our accountants we determined either of
these options would require approximately a 260% increase in our customer’s current water rate.

We sent a letter to each of our customers explaining the costs of these improvements. (See
enclosed copy of letter). Of the 117 customers we currently serve, forty nine customers
responded. Forty four customers responded with a “No” response, five with a “Yes” response
and sixty eight did not respond at all.
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Of those forty nine responses received, 90% responded negatively to the survey in their
willingness to pay the future rate increases to support these water quality process improvements.

Therefore we at J.B. Water Works will not be moving forward with the proposed plan at this

time.

Sincerely,

Tl

Mark Jongkind
President

M1J:kr
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J B WATERWORKS, INC
P.O. BOX 67 '
LA PORTE, IN 46352-0067

Dear Customer:

We the owners and operators of J B Waterworks Inc. are exploring options to upgrade our
water facilities to improve the water quality and services provided to customers. We are
considering a filtration system or installing infrastructure to acquire water from the City of La
Porte. Both alternatives would enable our company to address the needs and concerns of the
customers.

As part of this analysis, we are estimating the cost of the potential improvements and the
impact of these costs on the water rates charged to customers. Our initial estimates indicate
the above proposed projects would result in.a rate increase of approximately 260% above the
current rates charged. This rate prOJectlon would be subject to change based on the actual
costs of construction and financing the i |morove\ 1ts.

As part of this analysis to determiv'n‘e‘the feasibility of the project, we are asking all current
customers if the rate increase would'be_‘_a'cé’éptable to finance the proposed improvements for
the water facilities. We would ask you to please check the Yes the rate increase estimated
above would be acceptable, or NO, it would not be acceptable.

YES NO

Please return this letter with your water bill payment.

Sincerely,

Mark Jongkind, President
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