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TESTIMONY OF OUCC WITNESS JAMES T. PARKS
CAUSE NO. 45360

HOWARD COUNTY UTILITIES, INC. AND GREEN ACRES SUBDIVISION SEWER

Q

Q

Q

SYSTEM, INC.

Please state your name and business address.
My name is James T. Parks, P.E., and my business address is 115 W. Washington Street,

Suite 1500 South, Indianapolis, IN 46204.

By whom are you employed and in what capacity?
| am employed by the Office of Utility Consumer Counselor (“OUCC?”) as a Utility Analyst

Il in the Water/Wastewater Division. My qualifications and experience are described in
Appendix A.

What relief do the Joint Petitioners seek in this Cause?
Joint Petitioners seek the following:

(@) Commission approval of the transfer of Howard County Utilities, Inc.’s (“HCU” or
“Seller”) franchise, works, system, and Certificate of Territorial Authority (“CTA”) to
Green Acres Subdivision Sewer System, Inc. (“Green Acres,” “GASSS” or “Purchaser”)
pursuant to the Agreement for Acquisition of Assets and the Amendment to the Agreement;
(b) Commission approval of rates that GASSS may charge upon closing the acquisition
which would be $151.47 per month compared to the current $69 per month charge; and

(c) Commission authority for GASSS to issue $2.2 million in bonds, notes, or other
obligations, with such debt secured by a mortgage on the utility assets and the golf course.

What is the purpose of your testimony?
The purpose of my testimony is to provide a review of costs and the appraised value of the

HCU wastewater system as they relate to the sale of the utility assets. | recommend that
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the Commission approve the transfer but explain that the $2,022,000 purchase price should
not be considered the utility’s rate base in this or for purposes of any future sale of the
utility assets. | also discuss the age of the sewer system and the existing levels of
infiltration and inflow (“1&I”) that the new utility owners will need to address as part of a
long term periodic maintenance and replacement program. | support Green Acres’ request
to include $54,000 as an annual revenue requirement for extensions and replacements and
recommend this money be placed in a restricted account for use only on capital
improvement projects of the wastewater utility. | recommend GASSS obtain existing HCU
utility records, prepare an asset management plan to guide its decision making on capital
improvements, sludge disposal, and immediate maintenance needs. Finally, if I do not
otherwise discuss matters raised by HCU or Green Acres in their case, my silence should
not be interpreted as implied agreement with HCU’s or Green Acres’ positions or

assertions.

What did you do to prepare your testimony and form your opinions?
| reviewed Joint Petitioners’ case-in-chief, filed on March 23, 2020, for the sale and transfer

of the utility including the Direct Testimonies and Attachments of Scott L. Lods, HCU’s
President, Chuck Lewis, Secretary of the Green Acres Subdivision Home Owner’s
Association (“HOA”), Steven K. Brock, financial consultant and municipal advisor with
Therber, Brock & Associates, LLC; and appraiser Judith Cleland, professional engineer.

| toured HCU’s wastewater facilities on November 6, 2019 along with Marcus

Turner of the IURC and the OUCC’s Carla Sullivan and attended the Public Field Hearing.*

! The Public Field Hearing under Cause No0.45283-U was held at the Green Acres Golf Club’s clubhouse on November
6, 2019. The rate case was stayed on November 7, 2019 due to the pending sale of utility assets to Green Acres.
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I reviewed prior Commission Orders for the Green Acres Sanitation Company and Howard
County Utilities regarding HCU’s wastewater collection and treatment system. | reviewed
facility information and Monthly Reports of Operation (“MROs”) submitted to the Indiana
Department of Environmental Management (“IDEM”).?2 | wrote data requests and
reviewed Joint Petitioner’s responses, including reviews of HCU’s design drawings for the

influent sewer and treatment plant that were placed in service in 2011.

Please briefly describe HCU and its wastewater facilities.
HCU is an investor owned Class C Wastewater Utility, and it currently provides sewage

services to approximately 211 private family homes and one commercial customer, the
Green Acres Golf Club, in the rural area along Wildcat Creek in Howard County, west of
Kokomo, Indiana. HCU operates a Class Il, 200,000 gallons per day (“gpd”) extended
aeration wastewater treatment facility consisting of an influent pump station, comminutor,
flow equalization (surge tank and pumps), two aeration basins, two final clarifiers,
ultraviolet light (“UV”) disinfection, post aeration, flow measurement, effluent sewer, a
sludge digestion / holding tank, plant equipment, a blower building, a control building, site
electrical and various related appurtenances and facilities. Solids are digested and stored in

a sludge holding tank. A more complete history of the HCU system is in Appendix C.

. WASTEWATERUTILITY VALUATION

Please describe the valuation done for the transfer of the utility.
Joint Petitioner’s witness Judith Cleland included a draft Preliminary Engineering Report

(“PER™) for the Wastewater Utility acquisition, dated February 2020. | understand the

2 IDEM Virtual File Cabinet available at https://vfc.idem.in.gov/DocumentSearch.aspx?xAlID=109161.
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PER was part of the application process for Green Acres to obtain a 90% loan guarantee

from the USDA-RD to a private bank loan for the asset purchase.® The PER included a

one page Wastewater Utility Valuation in Appendix D. The valuation was based on

Replacement Cost New Less Depreciation (“RCNLD”) methodology for a 2019 Valuation

Year but no other information to support the valuation such as individual cost components,

equipment vendor quotes, material invoices (for pipe, manholes, reinforcing steel, heavy
equipment rental, etc.) was provided in Joint Petitioners’ case-in-chief.

Ms. Cleland toured the wastewater facilities on two occasions - March 7, 2016 and
again on May 31, 2019. Information provided to Ms. Cleland by HCU is included in
Attachments JTP-1:

1. Sewer Maps (included with HCU’s response to DR 1-6) and provided in
Attachment JTP-2. These are the poor quality maps that are not sewer design
drawings but are reportedly the only sewer maps available from HCU for the
original collection system.

2. HCU’s June 1, 2011 True-up report*

3. HCU responses to the June 15, 2011 IURC Docket Entry, dated June 27, 2011°

4. Site visit photos from March 7, 2016 and May 31, 2019

5. Undated Atlas Excavating Sewer Quote

6. Three emails from ASU Accounting regarding the sewer work

3 USDA-RD stands for the United States Department of Agriculture, Rural development program.
# Cause No. 43294, HCU True-up Report, June 1, 2011
> Cause No. 43294, HCU response to the IURC’s June 15, 2011 Docket Entry, dated June 27, 2011
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Why did Ms. Cleland use an RCNLD valuation rather than an Original Cost
valuation?

Ms. Cleland did not say. Because the HCU-2 treatment plant, influent pump station and
influent sewer are all less than ten years old, the original cost approach to valuation would
have been an accurate approach based on known construction costs.

Do you have concerns about the RCNLD estimate?
Yes. Several of the construction costs appear to be too high, particularly for the concrete

costs, the influent sewer, and the percentage allowances for mobilization / demobilization
and non-construction. Ms. Cleland estimated a $600 per cubic yard concrete cost
regardless of whether the concrete is in a wall or a tank bottom slab. Costs vary
considerably depending on where the concrete is placed. Bottom slab concrete has the
lowest cost because it requires minimal forming and bracing. In addition, HCU used a
thicker bottom slab design containing a greater volume of lower cost concrete relative to
the reinforcing steel.® The appraiser’s concrete costs per cubic yard are significantly above
the National Average costs presented in the Heavy Construction Cost Data book, 2019
Edition.” For concrete walls the appraiser’s assumed cost is 20% higher than the OUCC
calculated RSMeans’ cost. For the concrete bottom slab, the appraiser’s costs per cubic
yard placed is three times the RSMeans’ cost.

Can you summarize the differences in the estimated concrete costs between the
appraiser and the OUCC calculations based on costs in the RSMeans Manual?

Yes. Table 3 compares cost components between the appraiser’s 2019 estimated $600 per

® Under Cause No. 45283-U, HCU provided design drawings (but not Record Drawings) for the new influent sewer,
influent pump station and 200,000 gallons per day (“gpd”) relocated treatment plant. The design drawings show a
two feet thick bottom slab.

" The Heavy Construction Costs with RSMeans data, 2019 33" Annual Edition (catalog No. 60169) is published by
The Gordian Group Inc., Rockland, MA (commonly referred to as the “RSMeans Manual”).
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cubic yard (“CY™) price® and the OUCC calculations using the 2019 RSMeans Manual

prices for walls and slabs.

Table 3 — Comparison of Estimated Concrete Costs

OUCC Estimated Cost Appraiser’s 2019
Cost Component based on 2019 RS Means Estimated Unit Cost

Unit Costs ($/CY)° ($/CY)
Concrete Walls (24 feet tall and 15-inches thick)
Materials $180.00 Not reported
Labor $188.00 Not reported
Equipment $16.00 Not reported
Overhead & Profit (30%) $115.00 Not reported
Estimated Cost per - $500.00 (rounded up) $600.00
Installed Cubic Yard
Concrete Bottom Slab (2 feet thick)
Material $125 Not reported
Labor $39 Not reported
Equipment 0.25 Not reported
Overhead & Profit (21%) $34.50 Not reported
Estimated Cost per - $200 (rounded up) $600.00

Installed Cubic Yard

Does the RSMeans Manual list costs for a 24 feet tall, 15-inch thick wall and a two

feet thick slab?

No. However, RS Means does list costs for a 15-inch thick, 18 feet tall wall and a 6-inch

thick slab. 1 increased costs to account for more reinforcing steel that would be required

and for the added labor and bracing for taller walls. For the walls | added 10% to the RS

8 See Joint Petitioner’s Direct Testimony of Judy Cleland, P.E., Attachment JC-1, page 40.
® Cost shown have been adjusted for the taller and thicker walls HCU designed and for a Kokomo, IN City Cost Index
of 85.5 % of the National Average for concrete per the Heavy Construction Cost Data, 2019 Ed. by RS Means
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Means prices, but for the two feet slab I applied the RSMeans 6-inch slab prices, which

should be more expensive by volume.

Did you review concrete volumes and costs listed in the appraisal versus concrete
guantities based on the design?

Yes. | calculated concrete volumes and costs and compared them to those listed by the
appraiser in Table 4. See Attachment JTP-3 for concrete cost calculations.

Table 4 — Comparison of Concrete Quantities and Costs

Component Qty Estimated Unit Amount Total
(CY) Cost ($/CY) Amount
Appraiser Estimate
Treatment Tank Walls |  NA $600.00
Treatment Tank Slab |  NA $600.00
Treatment Tank Total | 880 $600.00 $528,000
Influent Pump Station | 114 $600.00 $68,400
Appraiser’s Total | 994 $600.00 $596,400

OUCC Calculation

Treatment Tank Walls | 561 $500.00 $280,500.00
Treatment Tank Slab | 410 $200.00 $82,000.00
Clarifier Fillets | 129 $180.00 $23,220.00
Pump Station Slabs 27 $200.00 $5,400.00
Pump Station Walls 84 $500.00 $42,000.00
OUCC Total | 1,211 $357.65 $433,120

Cost Difference | ($163,280)

Concrete is one of the largest cost items accounting for 29% of the RCNLD construction
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costs.1® Based on material take-offs from HCU’s design drawings, | calculated concrete
wall and bottom slab volumes for the treatment tanks and the influent pump station.? |
could not come up with the same concrete volumes listed in the Valuation. | calculate that
concrete volumes are undercounted and the concrete costs are overstated by $163,280 in

the appraiser’s Valuation.

Q: How did the appraiser determine the influent sewer cost?

A: Ms. Cleland did not identify the source of the Valuation’s unit costs. Based on HCU’s

response to discovery, it appears the appraiser used the $179,640 dewatering cost taken
directly from the Atlas Excavating quote for dewatering with deep well points.*?> Neither
HCU nor the appraiser provided evidence that Atlas Excavating actually installed the
influent sewer. More importantly, there is no evidence in the case-in-chief that dewatering
with deep well points was used. HCU and the appraiser provided no construction
photographs or construction inspection reports to prove that costs for deep well points
dewatering is appropriate to establish costs for the influent sewer. Furthermore, dewatering
with deep well points would have required permitting through the Indiana Department of
Natural Resources because of the large volumes of groundwater that would be involved

and the effect on Wildcat Creek.

10 Calculated by the OUCC based on the RCNLD costs presented in the appraiser’s Valuation (page 40) as the sum of
$61,104 in concrete costs for the Influent Pump Station plus $471,680 for concrete for the treatment tanks divided by
total construction costs of $1,809,597 equals 29%. For the analysis, costs for WWTP property, inventory,
mobilization, demobilization, bonds, and non-construction were not included.

1 Drawings provided with HCU’s June 27, 2011 Docket Entry response show that the bottom slab for the treatment
tanks was not a uniform two feet thick as shown on the design drawings provided in Cause No. 45283-U, HCU’s
response to DR 2-3. HCU should clarify which design it actually constructed.

12 Calculated by the appraiser as 1,996 lineal feet of influent sewer times $90 per foot for dewatering using deep well
points. See page 40 of Attachment JC-1 to the Direct Testimony of Judith Cleland.
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Q: What were the estimated costs for the influent sewer?

A: Estimated influent sewer costs have increased substantially from the original 2007 $30,500
cost estimate for a 1,000 feet 8-inch sewer extension to over $500,000 in the appraiser’s
Valuation.'? Influent sewer costs have grown as summarized in Table 5.

Table 5 — Influent Sewer Cost Variations
Est. Date Description Amount Source
No
1 9/14/07 | 1,000 LF 8” PVC SDR 35 sewer $30,500 | 43294, Preapproval
on North side of Wildcat Creek Cost Est. Serowka
Direct Exhibit EJS-4
2 9/15/08 | 1,700 LF 8” PVC SDR 35 sewer | $198,090 | 43294, True-up
on North side of Wildcat Creek Report, June 1, 2011
3 | 10/28/08 | Influent and Effluent Sewer (not | $198,000 | 43294, HWC
described further) Engineers Estimate
4 undated | 1,996 LF of 10, 127, 15”, and $471,902 | Atlas Excavating
24” PVC sewer, 7 Manholes and quote plus FTDC
dewatering with sewer pipe and Materials, ASU
MHs provided by FTDC Accounting emails to
appraiser
5 | 10/04/19 | Asset Class 361 — 15” PVC SDR | $218,899 | 45283-U, HCU
35 sewer (1,700 LF) & 5 response to DR 2-9
Manholes
5 Feb, 1,743 LF of 127, 15”, and 24” $453,482 | Cleland Valuation
2020 PVC sewer, 7 Manholes and Attachment JC-1, page
dewatering 40
Q: Are the costs to construct the influent sewer inflated?
A: Yes. The appraiser’s use of the dewatering cost provided in Atlas Excavating’s quote

accounted for $179,640 or nearly 40% of the $453,482 influent sewer’s total cost. |

estimate that dewatering costs are over $140,000 too high and instead of being based on

13 Based on also including the percentage mark-ups for mobilization / demobilization, bonds, and non-construction

costs.
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deep well points should instead be based on using portable trash pumps set up to pump

groundwater from the active trench length and then moved as sewer installation progresses.

This is similar to the dewatering method (portable pumps) used by FTDC to install the

12,089 foot long Big 3 sewer for American Suburban Utilities, Inc. in 2015 under Cause

No. 44676. In that case, the Commission allowed $100,000 to be included in rate base for

dewatering or $8.27 per lineal foot of sewer.*

Did you find errors in Preliminary Engineering Report that may have affected the

valuation?

Yes. There are several errors in the PER regarding HCU’s wastewater system. Some of

these errors include the following:

PER Error

OUCC Caorrection

Data Source

Sanitary Sewers include 24-
inch - 77 feet

The design drawings do not
show any 24-inch sewers

HCU-2 design drawings
provided in response to
45283-U DR 2-3 and
Influent Sewer design
drawings by TBird provided
in response to DR 1-6.

Influent Pump Station
includes two Inline
Grinders, 600 gpm

Only one inline grinder is
installed

Attachment JC-1 (Cleland
Direct Testimony), p. 40
shows only one grinder

The Valuation lists a
laboratory valued at $20,000

HCU-2 has a break / locker
room instead of a laboratory.

Site visit photographs in the
PER

Is it your position that the transaction should not be authorized?

No. The focus of my testimony with respect to value is whether the purchase price of $2.2

million should be considered the fair value of the used and useful property. For the reasons

included in my testimony, I do not believe such a finding is warranted. As discussed

% The Commission disallowed $980,448 of ASU’s $1,080,448 in claimed dewatering costs because ASU was unable
to show the costs were actually incurred. See the Commission’s findings regarding disallowance of dewatering costs
in the Cause No. 44676 Final Order, dated November 30, 2016 on pages 27-28.
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somewhat in my testimony including Appendix C, the full reported costs of completing the
2011 improvements have not been vetted through a base rate case. Nonetheless, while the
OUCC agrees that the proposed transaction should be approved, it does not agree that any
fair value rate base determination need be made or should be made at this time. Since
Green Acres will be a not for profit utility, a return on rate base is not a revenue

requirement. However, should Green Acres sell the utility to an investor owned utility in

the future, the rate base issue can be and should be addressed at that time.

Il. ISSUES THAT GASSS WILL NEED TO ADDRESS

Have you identified items that the new utility owners should be aware of and address?
Yes. GASSS should obtain Record Drawings of the assets from Mr. Lods, create an Asset

Management Plan (“AMP”) and program, implement a regular sewer cleaning and
televising program, set up a restricted account for extensions and replacements, set up off-
site sludge disposal, develop and implement a maintenance program to arrest the metal
rusting issue, permit and include costs for the Clubhouse groundwater well system, and
resolve property issues and site access.

Does HCU have Record Drawings showing the 2011 improvements it constructed?
No. Inresponse to discovery, HCU stated it did not have field mark-ups of design drawings

and did not have Record Drawings.’®> HCU is to turn over its records to GASS under
Section 4.4 of the Asset Purchase Agreement which reads as follows:

4.4 Records, Plans And Financial Statements At the closing, Seller shall deliver

to Purchaser, to the extent such documents exist, copies of Seller’s System

customer lists and addresses, technical information, collection system maps,
valve records, monthly reports submitted to state agencies, maintenance records

15 Cause No. 45283-U, HCU response to DR 2-4. See Attachment JTP-4.
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on all mains, and all other records and documents relating to the Seller’s
System.

I recommend that the Commission require HCU as a condition of the transfer to create
Record Drawings for the 2011 improvements for submittal to the new utility owners. These
drawings should have been procured by HCU to document what it actually constructed.
Mr. Lods and HCU is in the best position to prepare the Record Drawings as Mr. Lods and
HCU should have all of the design drawings, permits, equipment records, shop drawings,
and field changes.

Has Green Acres included an extensions and replacement (“E&R”) budget?
Yes. Green Acres has requested that $54,000 be included in the revenue requirement to

fund extensions and replacements of utility assets. As a not-for-profit utility, GASSS is
authorized to include E&R as a revenue requirement, not depreciation expense.
Nonetheless, GASSS does not have an E&R plan and based its E&R revenue requirement
on depreciation expense as proxy. | agree Green Acres will need funds for E&R and that
$54,000 is an acceptable level of funding. However, as GASSS does not yet have a plan
for E&R projects, | recommend that the E&R funds be placed in a restricted account for
use only on wastewater utility extensions and replacements.

Does HCU have a sludge disposal permit and program?
I could not find any record of actual sludge disposal permitting or off-site disposal. It

appears the sludge holding / digestion tank is oversized and has been filling with digested
sludge over the last nine years. The appraiser reports the holding tank has capacity to hold
sludge for 400 days but this is based on overestimated pollutant loadings. Actual storage
capacity could be much higher. In Cause No. 43294, HCU projected a yearly cost of

$6,552.48 to dispose of 45,000 gallons of digested sludge (Serowka Direct, Exhibit EJS-5,



10

11

12
13

14

15

16

17

18

19
20

21

22

Q

Q

Public’s Exhibit No. 3

Cause No. 45360

Page 13 of 34

09/19/2007). IDEM inspection reports note that sludge is not being removed. See
Attachment JTP-5. | reviewed Monthly Reports of Operations (“MROs”) for the 2007 to
2010 period when 87,700 gallons of digested sludge was disposed off-site. Based on
25,000 gallons per year and a $0.12 per gallon disposal cost, | recommend including $3,000

for the annual sludge disposal expense.

Does the HCU-2 treatment plant have an on-site laboratory?
No. All lab tests except pH are being done at a contract laboratory according to the IDEM

inspections reports. The off-site labs include the Richard Kain lab in Jonesboro, IN and
the Chrysler lab in Kokomo, IN. IDEM reported that analyses for pH is performed on-site
with all other parameters of the permit being performed at the contract labs. Nonetheless,
an on-site laboratory is listed in the Valuation.

Has HCU televised the sewer system?
When it sought authority to acquire these assets in Cause No. 43294, HCU agreed to clean

and televise the sewer system in a three year period. HCU should be required to provide
GASSS all televising records and sewer records that HCU may have created regarding
infiltration and inflow. However, HCU reported that it does not have 1&I studies or
estimates of 1&1.2® | recommend that the Commission require that HCU prepare a list of
all sewer records it has that will be provided to GASSS.

Does HCU have an asset management plan?
Although I have not reviewed HCU’s asset management plan, in its IURC Annual reports

HCU indicated it has an asset management plan. HCU should provide its asset

management plan and all corresponding documentation to GASSS for its use in preparing

16 Cause No. 45283-U, HCU responses to DR 5-4 and 5-5. See Attachment JTP-4.
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its own asset management plan.

Is HCU including the parcel on which the HCU-2 treatment plant is located in the
asset transfer?

Yes. But HCU is only transferring three of the parcel’s 18.53 acres to GASSS per the
Agreement, Article 1, definitions (Seller’s system) on page 2.

"Seller's System" - The Seller's plant and equipment that is used and useful in

the provision of sewage treatment and disposal service by the Seller. The

Seller's System shall include but is not necessarily limited to all valves and

appurtenances, pumps, treatment plants, mains, lift stations, service lines and

laterals, leases, licenses, easements, permits, accounts receivable that are due

and outstanding as of the Closing, and all other assets which are part of the

sewage treatment and disposal system used by the Seller to provide sewer

service to customers within Howard County, excluding liabilities contingent or

otherwise. The Seller's System shall also include approximately three (3) acres

of real estate upon which the Seller's treatment is located and is operated, but

shall not include the remainder of the parcel of which said three (3) acres is a

part. The Seller's System shall not include: (a) liabilities, contingent or

otherwise, and (b) Customer Service Connections (as defined herein) which are

and shall remain the property of customers.
There are several matters with respect to the transfer of land associated with the HCU-2
treatment plant and the access road to the plant that need to be addressed. Joint Petitioners
have not provided a parcel map of the three acres that will be transferred and have not
identified which existing parcel the HCU-2 plant sits on. From property records, it appears
the parcels for the treatment plant and access road are not owned by HCU but by HCU’s
President, Scott L. Lods. In addition, the treatment plant access road appears to be on a
separate parcel that is not being transferred. GASSS may need to obtain from Mr. Lods a
permanent easement to the deed of the three acre parcel. The permanent easement is
needed to access the parcel because it is landlocked. Another issue that will need to be

resolved is clarifying who will be responsible for maintaining the gravel access road so that

it remains passable. | recommend that the Commission order HCU and GASSS to identify
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and resolve the issues with GASSS’s purchase of only three of the 18.53 acres. See
Attachment JTP-6 for the property maps and records including the Property Record Cards

for the HCU-2 treatment plant and access road parcels.

Does HCU have deferred maintenance needs?
Yes. The coatings are failing on numerous metal surfaces throughout the wastewater plant,

leading to rust as shown on the Flow Splitter structure shown in Figure 1.

Figure 1 — Coating failure and metal corrosion on the Flow Splitter Structure

Green Acres will need to develop and implement a painting program to remove the existing
rust and corrosion, replace metal as needed, and recoat all painted metal components in the

plant (stairs, bridge, piping, handrails, splitter structure, etc.).
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HCU also has unchecked gully erosion on the north slope of the plant site that has
undermined the ground beneath the fence. Trespassers can easily enter the site by crawling
through the eroded opening. | recommend that the Commission require HCU to correct
the erosion problem by filling in the eroded gullies and reseeding to establish cover

vegetation. Figure 2 shows the existing gully erosion.

Figure 2 — Erosion under the property fence
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Should GASSS as the new owner monitor and investigate the effluent flow meter and
sources of the higher flows reaching the treatment plant?

Yes. HCU’s reported maximum day flows exceed design and annual average flows have
increased without adding customers. Average flow over the last 5-years is at 75% of
design. IDEM inspection reports point out HCU’s excessive I&I and note average monthly
flows regularly exceed the 200,000 design average flow.” Annual average flows reported
to IDEM more than doubled after the replacement treatment plant came on-line in 2011.
This is either due to: 1) increasing I&I (calibrated flow meter readings are accurate); 2)
original plant meter readings were low; or 3) the new plant’s flow meter is inaccurately
registering higher flows. If both sets of flow readings (original and new plant) are accurate,
then I&I has increased. | recommend the new owners investigate the effluent flow meter
readings to determine if reported flows are erroneously high or actually occurring. If flows

are accurate, then the new owners should focus on finding and removing &I sources.

I11. RECOMMENDATIONS

Please summarize your recommendations.
I recommend the following:

1. Commission approve the transfer of the Howard County Utilities, Inc.’s franchise,
works, system, and Certificate of Territorial Authority (“CTA”) to Green Acres

Subdivision Sewer System, Inc.

7 See Attachment JTP-5 for IDEM inspection reports and HCU responses.
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I recommend the Commission not establish in this Cause any finding that purports
to equate the value of this utility’s used and useful plant with the agreed purchase
price.
| recommend the Commission approve Green Acres’ request to include $54,000 as
an annual revenue requirement for extensions and replacements and that this money
should be placed in a restricted account for use only on capital improvement
projects of the wastewater utility.
| recommend that Green Acres budget for emergency sewer repairs, regular sewer
cleaning and televising, and sewer and manhole repairs and replacements.
| recommend Green Acres investigate the effluent flow meter readings to determine
if reported flows are erroneously high or actually occurring. If effluent flows are
accurate, then Green Acres should focus on finding and removing 1&I sources.
I recommend the Commission require HCU to create Record Drawings for the 2011
improvements for submittal to Green Acres.
| recommend the Commission require that HCU prepare a list of all sewer records
it has that will be provided to Green Acres.
I recommend HCU provide the Asset Management Plan and all corresponding
documentation to Green Acres for their use in creating an asset management plan
for their operations.
| recommend Green Acres develop, implement, and permit a regular program of
off-site sludge disposal.
| recommend Green Acres develop and implement a maintenance program to paint

all rusted and corroded metal within the treatment plant.



Public’s Exhibit No. 3

Cause No. 45360

Page 19 of 34

11. 1 recommend that Joint Petitioners include a parcel map and property description
of the three acres that will be transferred to Green Acres.

12. 1 recommend Green Acres obtain and record its property interest in the three acre
parcel for a permanent access road to the treatment plant.

13. I recommend that the Commission order HCU to correct the erosion problem before

the transfer is made by filling in eroded gullies and reseeding to establish cover

vegetation.

Q: Does this conclude your testimony?
A: Yes.
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Appendix A

Please describe your educational background and experience.
In 1980 I graduated from Purdue University, where | received a Bachelor of Science degree

in Civil Engineering, having specialized in Environmental Engineering. | then worked
with the Peace Corps for two years in Honduras as a municipal engineer and as a Project
Engineer on self-help rural water supply and sanitation projects funded by the U.S. Agency
for International Development (U.S. AID). In 1984 | earned a Master of Science degree in
Civil Engineering and Environmental Engineering from Purdue University. | have been a
Registered Professional Engineer in the State of Indiana since 1986. In 1984, | accepted
an engineering position with Purdue University, and was assigned to work as a process
engineer with the Indianapolis Department of Public Works (“DPW”) at the City’s
Advanced Wastewater Treatment Plants. | left Purdue and subsequently worked for
engineering consulting firms, first as a Project Engineer for Process Engineering Group of
Indianapolis and then as a Project Manager for the consulting firm HNTB in Indianapolis.
In 1999, I returned to DPW as a Project Engineer working on planning projects, permitting,
compliance monitoring, wastewater treatment plant upgrades, and combined sewer
overflow control projects.

What are the duties and responsibilities of your current position?
My duties include evaluating the condition, operation, maintenance, expansion, and

replacement of water and wastewater facilities at utilities subject to Indiana Utility
Regulatory Commission (*Commission”) jurisdiction.

Have you previously testified before the Commission?
Yes.
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Appendix B

List of Attachments
HCU information provided to Judith Cleland for use in preparation of the
PER and appraisal
Sewers maps provided in response to DR 1-6
OUCC Concrete Cost Calculations
HCU responses to OUCC Data Requests under Cause No. 45283-U
IDEM Inspection reports and HCU responses

Property maps and Property Record Cards for the HCU-2 wastewater
treatment plant and access road.

HCU’s February 4, 2015 notification letter and IDEM’s February 13, 2015
water system inactivation letter

2009 Design Summary for the HCU-2 wastewater treatment plant
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Appendix C
System History
Q: Please provide an overview of HCU’s acquisition of the Green Acres Sanitation

Company, Inc.’s system.

A: On April 21, 20088 per the Commission’s Final Order in Cause No. 43294 and a purchase

agreement, HCU acquired the franchise, works, wastewater system, and CTA from Green
Acres Sanitation Company, Inc..!® Green Acres Sanitation Company, Inc. no longer exists
but was a corporation that operated the original collection and treatment facilities and held
the Green Acres CTA transferred to it by the Commission on August 24, 2001 under Cause
No. 41991.2° Green Acres served a mostly built out residential customer base surrounding
the Golf Course with the Golf Course as the only non-residential customer. HCU, an
affiliate of American Suburban Utilities, Inc., is a corporation formed to specifically
acquire, build, own and operate plant and equipment for sewage disposal service at the
Green Acres Country Club (“the Golf Course”) and Green Acres Subdivision. HCU only
provides sewage disposal services. 21 All homes are on private wells.

Q: Please describe HCU and its wastewater facilities.
A: HCU is regulated by the IURC as an investor owned Class C Wastewater Utility providing

sewage services to approximately 211 private family homes and one commercial customer,

18 Cause No. 43294 Compliance Filing - HCU acquisition of the Green Acres Sanitation Company, May 1, 2008.

% In Cause No. 43294, Joint Petitioners, Green Acres Sanitation Company, Inc. and Howard County Utilities, Inc.
filed their Petition on May 15, 2007. The IURC issued its Final Order on January 23, 2008. HCU acquired the Green
Acres wastewater system for $40,000 in cash and $26,670 in assumed liability for a bank loan ($66,670 total cost).
Cause No. 43294 Final Order, page 5.

2 Green Acres Sanitation Company, Inc., predecessor to Howard County Utilities, Inc., was incorporated in 2000 and
voluntarily dissolved in 2009.

21 First Time Development / dba Green Acres Golf Club previously operated Public Water System (“PWS™) No.
IN2340036 for the Golf Course Clubhouse but notified IDEM in 2015 that it had shut down the water system because
it closed the golf course and put it up for sale. See Attachment JTP-7 for HCU’s notification letter and IDEM’s
February 13, 2015 water system inactivation letter.
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the Green Acres Golf Club, in the rural area along the north side of Wildcat Creek in
Howard County, west of Kokomo, Indiana. HCU is owned by Scott Lods as sole
shareholder.?? The Green Acres Golf Club is also owned by Scott Lods who purchased it
out of bankruptcy at a Marshal’s sale in February 2006 and then sold it to Divott, LLC
on May 10, 2007 for $370,000.24
The gravity collection system is 100% separate sanitary sewers by design with no
overflow or bypass points or collection system lift stations.?® In 2011, HCU reported its
affiliate, First Time Development Corporation (“FTDC”), completed the new wastewater
treatment plant (“WWTP”) and a 1,996 LF 15-inch diameter PVC influent sewer from the
original wastewater plant’s location to the new site on the south side of Wildcat Creek.?®
HCU operates a Class 1l, 200,000 gallons per day (“gpd”) extended aeration
wastewater treatment facility consisting of an influent pump station, comminutor,?’ flow
equalization (surge tank and pumps), two aeration basins, two final clarifiers, ultraviolet

light (“UV”) disinfection, post aeration, flow measurement, effluent sewer, a sludge

digestion / holding tank, plant equipment, a blower building, ?® a control building, site

222019 IURC Annual Report for American Suburban Utilities, Inc. (“ASU”), page E-8. Mr. Lods is also the sole
shareholder of HCU affiliates, ASU and First Time Development Corporation (“FTDC”).

23 Cause No. 43294, Direct Testimony of Scott L. Lods, page 5.

24 See Attachment JTP-6 for the property map and the Property Record Card for the Green Acres Golf Club. Divott
LLC is also owned by Mr. Lods.

% According to the appraisal, there are 13,471 lineal feet (“LF”) of sewers and 84 manholes. The majority of sewers
range in size from 8-inch to 12-inch consisting of older vitrified clay pipe (VCP) sewers (1960s) and newer PVC
sewers (1985). See page 40 of Attachment JC-1 to the Direct Testimony of Judith Cleland.

% HCU’s appraiser reports the new influent sewer also includes 77 LF of 24-inch diameter PVC sewer but the design
drawings and IDEM Construction Permit No. 19366R only list a 15-inch sewer.

27 Construction Permit No. 19366R issued May 26, 2009 and HCU’s In-Service Certification dated May 24, 2011 both
indicate there are two comminutors. However, only one comminutor is actually installed.

2 HCU’s pre-approved construction did not include a separate blower building. Only a control building was listed
under Cause No. 43294 in 2007.
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electrical and various related appurtenances and facilities. 2° Solids are digested and stored

in a sludge holding tank.3°

Q

What are the hydraulic treatment capacities of HCU’s WWTP?

A: HCU sized the replacement plant to treat 200,000 gpd design average flow and 400,000

gpd maximum day flow.3% 32 This is nearly triple the average flow capacity of the original
plant.®® The HCU plant’s higher flow capacities include large allowances for infiltration
and inflow (“1&I”) into the collection system which HCU has not addressed through sewer
repairs and replacements.® Higher flows caused by clear water leaking into the sewers
requires higher capacity pumps and larger clarifiers but does not require larger aeration
tanks or sludge handling tanks. HCU also included a large flow equalization tank to help
mitigate the impacts of peak flows on the biological treatment systems. The 1&I problem
may be worsening and will have to be addressed by the new utility owners, most likely
through replacement of the vitrified clay pipe (“VVCP”) sewers and manhole repairs.>®
The appraiser noted the VCP sewers were installed about 52 years ago and the life

expectancy of vitrified clay sewers is commonly considered to be 50 years. | agree with

2 |DEM regulates effluent discharges under NPDES Permit No. IN0063754. The renewal application is due October
2, 2020, 180 days prior to the March 31, 2021 expiration of the current 5-year NPDES permit.

% |t appears Howard County Utilities does not have a current Biosolids permit and does not submit monthly Biosolids
disposal reports to IDEM. | could not find any reports in IDEM’s Virtual File Cabinet. IDEM inspection reports
indicate no sludge is being disposed. See Attachment JTP-5.

31 See Cause No. 43294, Direct Testimony of Edward J. Serowka, September 19, 2007, pages 5, 15 and 16. HCU’s
design engineer, Mr. Serowka, testified the replacement treatment plant was sized for a peak wet weather flow
(“PWWEF") of 500,000 gpd.

32 HCU later lowered the maximum day flow to 400,000 gpd in its Construction Permit application. IDEM issued
Construction Permit No. 19366 on March 9, 2009 and No. 19366R (at HCU’s request) on March 26, 2009.

% Original Construction Permit issued by the Stream Pollution Control Board, January 12, 1966. The original plant
was designed to treat 70,000 gpd from 700 people (at 100 gallons per person per day) on 267 lots.

3 See Cause No. 43294, Serowka Direct Testimony, September 15, 2007, pages 11 to 13. HCU witness Serowka
testified that it was better to construct a larger replacement treatment plant in a new location to treat all of the 1&I
because 1&I removal was cost prohibitive.

% In inspections, IDEM rated Maintenance as unsatisfactory due to HCU experiencing excessive 1&I in the collection
system which can hydraulically overload the wastewater treatment plant's rated capacity. See Attachment JTP-5.
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the appraiser that repairs (i.e. replacements) in the future should be anticipated for the VCP
sewers.>® Green Acres should budget for emergency sewer repairs, regular sewer cleaning

and televising, and sewer and manhole repairs and replacements.

What are the organic treatment capacities of HCU’s WWTP?
The design of the WWTP is based on a design year population of 2,356 people and

pollutant concentrations that were assumed rather than actual historical data.3” HCU’s
estimated connected population is overstated by a factor of four. Ms. Cleland estimated
only 500 people are actually connected to the system, which | agree with based on my
review of the pollutant loads reported to IDEM.3® The old plant had been designed for 147
pounds per day (“Ibs./d”) of BODs.2® HCU designed the new plant to treat 400 Ibs./d of
cBODs though this load has not been seen in the past. | believe it is unlikely to be seen in
the future. This overabundance of capacity is also evident in the new plant’s blower
capacity and number of blowers. Responding to 2011 and 2018 IDEM inspection violation
notices, HCU defended not having operational blowers by noting it can meet the aeration
(and sludge digestion) needs by running only one or two of five blowers.*°

What are current customer counts and flows and loadings received at the WWTP?
Table 1 summarizes the historic customer counts as reported to the IURC and the annual

average flows and pollutant loadings for the original and replacement wastewater plants

as reported by HCU to IDEM on the Monthly Reports of Operation (“MRQOs”). HCU’s

% See Attachment JC-1, Preliminary Engineering Report in the Direct Testimony of Judith Cleland, page 9.

37 ¢cBODs stands for the 5-day carbonaceous Biochemical Oxygen Demand. TSS stands for Total Suspended Solids.
At 400 pounds per day for both cBODs and TSS and 35 pounds per day of ammonia, HCU designed for organic
loadings 2.7 times higher than the original loading even though the assumed homes served decreased. See Attachment
JTP-8 for the 2009 Design Summary for the replacement treatment plant.

% See Attachment JC-1, Preliminary Engineering Report in the Direct Testimony of Judith Cleland, page 9.

% QOriginal Construction Permit issued by the Stream Pollution Control Board, January 12, 1966.

%0 The original design included six blowers. See Attachment JTP-5 for the IDEM inspection reports and HCU’s
December 9, 2011 and September 10, 2018 responses indicating that only one or two of the five blowers are needed.
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customer base has not increased over the last 20 years and is not expected to increase.*!

Table 1 — Customer Counts and Comparison of Annual Average
and Maximum Flows and Pollutant Loads to Design Capacities

Residential | Flow (mgd) cBODs TSS Ammonia
Year | Customers | Avg. | Max. | mg/L | Ibs./d | mg/L | Ibs./d | mg/L | Ibs./d
Original Green Acres Wastewater Treatment Plant (1966 Facility)
2007 211 0.060 | 0.143 185| 70.5 113 | 714 | 36.2 7.8
2008 207 0.065 | 0.208 103 | 45.3 79| 341 121 5.2
2009 210 0.066 | 0.199 100 | 445 79| 35.0 | 11.9 5.3
2010 210 0.066 | 0.213 89| 41.6 76| 34.8| 11.0 5.4
2011 204 0.083 | 0.147 65| 41.7 75| 50.5 7.9 5.4
2007-11 208 0.066 | 0.213 99| 46.4 78| 36.9| 13.3 5.5
Design 267 0.070 250 147
% Cap. 94% 40% | 32%
Howard County Utilities Wastewater Treatment Plant (2011 Facility)
2011 204 0.097 | 0.691 77| 83.7 89| 979 12.8 9.0
2012 212 0.083 | 0.561 82| 514 104 | 70.0| 16.9 9.9
2013 211 0.103 | 0.591 82| 56.6 102 | 80.6 | 13.8| 10.0
2014 210 0.087 | 0.561 102 | 63.7 92| 58.1| 141 9.6
2015 213 0.139 | 0.493 116 | 127.9 73| 746 | 109 | 115
2016 214 0.120 | 0.464 130 | 129.0 71| 709 13.9| 120
2017 213 0.181 | 0.561 115| 160.0 75| 105.6 | 12.0| 14.0
2018 211 0.153 | 0.547 115| 145.3 76| 87.4 | 11.2| 127
2019 211 0.156 | 0.486 108 | 131.2 73| 83.0| 11.6| 10.9
2015-19 212 0.150 | 0.561 117 | 138.7 74| 843 119 122
Design 0.200 | 0.400 | 240 | 400.3 | 240 |400.3| 35 | 584
% Cap. 75% | 140% | 49% | 35% | 31% | 21% | 34% | 21%

41 See Attachment JC-1 (Preliminary Engineering Report) to the Direct Testimony of Judith Cleland. On page 9 she
stated that “Only very minimal increase in customers is anticipated.” She also reported on page 4 that “The future
maximum number of customers is estimated to be 225 but did not provide the basis for this increase.



10

11

12
13

14

15

16

17

18

19

Q

Q

Public’s Exhibit No. 3
Cause No. 45360
Page 27 of 34

When did HCU begin construction of its wastewater improvements?
In response to discovery, HCU reported construction began on April 13, 2009.4? However,

HCU’s lack of progress was noted during several IDEM inspections in 2009. See
Attachment JTP-5 for IDEM’s Inspection Reports.

When did HCU place its new wastewater treatment facilities in service?
HCU reported to the IURC the in service date was May 24, 2011.** This occurred 14

months after the completion deadline in HCU’s IDEM approved Compliance Plan to
eliminate unauthorized bypasses, sanitary sewer overflows (“SSOs”), and effluent
violations.** Separately, in a 2012 response to an IDEM Inspection Summary letter, HCU
assured IDEM’s Compliance Branch “that the Howard County Wastewater Treatment
Plant will be completed and certified as complete no later than March 26, 2014.”4°

How were the new facilities proposed, permitted, funded, and constructed?
In 2007, HCU sought Commission pre-approval of $851,799 for design and construction

to add a new influent sewer and replace the original steel package treatment plant with a
new higher capacity concrete treatment plant and influent pump station (located outside
Wildcat Creek’s floodway). Under the Cause No. 43294 acquisition and preapproval case,
HCU did not indicate the funding source it would use for construction and did not request
authority to issue debt. HCU’s $851,799 pre-approval cost estimate included the following

components but did not include land acquisition costs or allowance for funds used during

42 See Attachment JTP-4 for HCU’s response to OUCC Data Request 4-5, Cause No. 45283-U regarding project
milestone dates.

3 See the Cause No. 43294 True-up Report filed on June 1, 2011 for the In-Service Certification.

# Under Item C (Exhibit A - Compliance Plan) of Agreed Order 2007-17191-W, HCU was required to complete the
new wastewater facilities on March 26, 2010 within 365 days after receiving Construction Permit No. 19366R issued
by IDEM on March 26, 2009. HCU requested and was granted extensions to finish construction.

% See Attachment JTP-5 for the February 7, 2012 response from Edward J. Serowka of Lakeland Innovatech to Donald
R. Daily, Inspection Section Chief, Compliance Branch, page 73 of 124.
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construction (“AFUDC”).4¢

Pre-approved Project Costs, January 23, 2008

Estimated construction cost $763,945
Construction contingency (10%) $69,450
Engineering design (7.5%) $57,296
Engineering project supervision (4%) $30,558

HCU Total Estimated Project Cost $851,799

Engineering costs totaled 11.5%. Mobilization, demobilization and bond costs were not
separately identified and are assumed to be part of the construction cost. The Commission
preapproved expenditures up to HCU’s requested amount and required HCU to file a
certificate of in-service date together with a true-up report but noted “[i]f the actual cost
exceeds the approved estimates, then whether such excess amounts are reasonable and
prudently incurred so as to be included in rate base for ratemaking purposes will be
addressed in a subsequent rate case.”*’

Did HCU stay within its $851,799 pre-approved authorization?
No. HCU’s reported project costs increased to $1,654,336, nearly double the pre-approved

amount.*® After HCU reported its the project was completed and in service, HCU reported

the following revised higher total project costs.*®

% Cause No. 43294, Direct Testimony of Edward J. Serowka, Exhibit EJS-4 — Engineer’s Estimate, Revision 1,
September 14, 2007.

#" Cause No. 43294 Final Order, page 8, January 23, 2008.

8 See Cause No. 43294 True-up Report submitted on June 1, 2011 including Attachment 4, the Engineer’s Project
Estimated Cost (September 15, 2008) prepared by Edward J. Serowka.

“1d.
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HCU’s Reported Engineer’s Project Estimated Costs (September 15, 2008)
Attachment 4, True-Up Report, June 1, 2011, Cause No. 43294

Construction Cost $1,428,615
Construction Contingency (10%) $142,862
Engineering design $20,000
Engineering project supervision (4%) $62,859

HCU Total Project Cost  $1,654,336

HCU reduced engineering costs to 5.3%. Mobilization, demobilization and bond costs
were not separately identified and are assumed to be part of the construction cost. HCU
also listed as rate base costs, the land purchase and sewer cleaning and televising costs
summarized below: %

HCU Reported Total Improvements Costs - True-Up Report, June 1, 2011

Total Project Costs $1,654,366
Land Purchase for New Plant Location $138,975
Televising and Cleaning of Existing Lines $41,662
Total Improvements Cost $1,835,003

Q

What was HCU’s support for its reported $1,654,366 Total Project Costs?
A: HCU submitted a revised Engineer’s Project Estimated Cost, dated September 15, 2008,

prepared by its consultant as Attachment 4 to its 2011 True-up Report.

Q: What total project cost did HCU list on its Construction Permit application?
A: HCU listed a $1,000,000 total project cost in its September 18, 2008 IDEM application.

%0 Land costs of $138,975 to buy the 18.53 acre parcel (Parcel No. 4-08-04-400-026.000-023) for the new wastewater
plant were not included in the $851,799 pre-approved amount. The land was purchased on May 8, 2008. See
Attachment JTP-6 for the property maps and Property Record Cards for two parcels for the HCU-2 wastewater
treatment plant and access road. The $41,662 in claimed sewer cleaning and televising costs, which should have been
expensed and not capitalized, were also not identified.



[E=N

10
11

12

13
14
15

16

17
18

19
20

21

22
23
24
25
26
27
28

Public’s Exhibit No. 3
Cause No. 45360

Page 30 of 34

Q: In its June 1, 2011 True-up Report, did HCU ask for Commission approval of excess
expenditures above the $851,799 pre-approved amount?

Q: No. HCU identified the increased costs but did not request their inclusion in rate base.

HCU requested that the $69 per month unmetered flat rate cap (based on the $851,799

preapproved amount) be placed in its tariff (Attachment 5) as originally proposed.

Q

Did the Commission ask about HCU’s reported increased costs?
Yes. Inits June 15, 2011 Docket Entry, the Commission required HCU explain or provide

©

the following:

1. Reasons for the cost estimate increases

2. ldentification of all sources or references that were relied on by the engineer to develop
the September 2007 and 2008 cost estimates

3. Copies of all invoices greater than $10,000

4. The total amount of the plant costs paid to affiliated companies of Mr. Lods or
Petitioner and provide a breakout of general cost categories with an explanation of the
services or products provided

5. Explain how the land value was determined

6. Submit a calculation of the AFUDC and a detailed explanation as to the reason for the
length of time it took to construct the wastewater treatment plant

Q

How did HCU respond to the Docket Entry?

A: HCU responded to each question but indicated it was not seeking approval of costs above

the $851,799 preapproved amount, stating:

@) HCU has not sought or obtained and is not seeking approval of the actual
construction costs. The only amount that has been approved is the
original $851,799 estimate. As the Commission explained, "If the
actual cost exceeds the approved estimates, then whether such excess
amounts are reasonable and prudently incurred so as to be included in
rate base for ratemaking purposes will be addressed in a subsequent rate
case.” Order, p. 8.5

> Cause No. 43294, HCU June 27, 2011 response to the IURC’s June 15, 2011 Docket Entry, pages 3 and 4.
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In its Docket Entry response, did HCU provide invoices to support its reported costs?
HCU submitted 18 one page invoices totaling $730,500 for the June 2008 to June 2011

period from affiliate, First Time Development Corporation. HCU certified the HCU-2
plant in service on May 24, 2011. These invoices did not include dates FTDC performed
work or state what work was performed, construction progress, inspector reports,
equipment and material supplier invoices, subcontractor invoices, or other documentation
that is standard for construction projects. FTDC also billed $54,125 for Engineering
Project Supervision services (one invoice) and another $41,662 for sewer cleaning and
televising services (ten invoices) between November 2008 and February 2011. For the
June 2008 to June 2011 period, HCU’s total payments to FTDC totaling $826,287.15 are
summarized in Table 2.
Table 2

HCU payments to Affiliate First Time Development Corp. per
HCU’s June 27, 2011 response to The Commission’s Docket Entry®?

Televise HCU-2 Engineering .
Year | and clean | Construction Project Total Paid to
: . FTDC
lines Payments Supervision
2008 $6,564.20 $0 $0 $6,564.20
2009 | $29,099.63 $69,000.00 $0 $98,099.63
2010 $2,161.60 | $591,500.00 $0 | $593,661.60
2011 $3,836.72 $70,000.00 $54,125.00 | $127,961.72
Total | $41,662.15| $730,500.00 $54,125.00 | $826,287.15

HCU reported completed construction work totaled $1,571,477, but the amount paid was

only $730,500, and the amount owed was $840,977.%3

52 1d., page 1 of Attachment D (page 58 of 119 overall).
%% |d., page 14 of Attachment D (page 71 of 119 overall).
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What further actions were taken by the Commission or HCU for Cause No. 43294?

Q

A: None. Since HCU had not filed a rate case, only the $851,799 preapproved amount was
allowed in rate base and the $69 unmetered flat rate became effective on June 1, 2011.>* It
appears no formal review of HCU’s claimed costs above the preapproved amount occurred.

Q: Did HCU subsequently file a rate case to recover its reported capital costs?
A: Yes. Eight years later on August 23, 2019, HCU filed a Small Utility Rate application

under Cause No. 45283-U seeking to increase rates 123.07% from the existing $69 per

month to $153.92 per month, explaining the need for increased rates as follows:
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Rates were established for Howard County Utilities in connection with the
acquisition of a troubled utility (Green Acres Sanitation Company, Inc.
("GASC")) in Cause No. 43924 pursuant to the Commission's Order dated
January 23, 2008 - more than 11 years ago. At that time, GASC was a defendant
in litigation filed by IDEM, and IDEM had taken over operations as the result
of a serious spill. The rates approved in Cause No. 43294 were not designed to
recover a full return on the new wastewater treatment plant that HCU
constructed, which was built at a new location across the stream and outside of
the surrounding neighborhood and golf course. For many years, HCU has been
in negotiations with the homeowners to sell the utility to a new entity that would
be controlled by area residents. Those negotiations are ongoing, and itis HCU's
preference that the utility be sold. The service area is simply too remote from
American Suburban Utilities, Inc. to capture economies of scale, and the returns
earned are inadequate. New rates are needed whether the utility is sold or not.
If it is sold, the new owners will benefit from having the rates approved so that
it will facilitate obtaining financing. Alternatively, if the utility is not sold, new
rates are needed because HCU cannot continue indefinitely to operate the utility
at substandard returns. In addition to substandard returns, the new rates will
need to reflect a proper allocation of costs of services provided by American
Suburban Utilities. As the Commission may recall, persuant [sic] to the original
affiliate agreement with HCU, ASU provides many services to HCU at
essentially no cost. That affiliate agreement is now expired. Petitioner is
submitting the calculation of the proposed allocation of expenses. If these
services were not to be obtained from ASU, they would be needed from
somewhere else.

> Cause No. 43294, HCU True-up Report, June 1, 2011, Attachment 5 (Tariff)
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Did HCU / FTDC construct the 2011 wastewater improvements in accordance with
the design drawings?

Not completely. It appears numerous changes were made to the design that are not shown

on the drawings. These changes include:

1. The influent sewer’s route was changed and lengthened.

2. HCU added two additional manholes (total of seven).

3. The influent pump station was to be located adjacent to the Equalization tank. Instead
it was located further down the hill away from the treatment tanks.

4. There is only one instead of two comminutors in the influent pump station valve vault.

5. The access stairs and the steel walkways are in different locations.

6. There is no bar screen in the Equalization tank.

7. There are five instead of six blowers in the Blower Building.

8. The blowers do not have acoustic noise enclosures.

9. The Blower Building is much larger and taller than the design. It appears the building
was enlarged to maintain and store lawn equipment for the golf course.

10. The Control Building layout differs from the design and does not contain a laboratory.

What happened to HCU'’s requested rate increase under Cause No. 45283-U?
On November 7, 2019, HCU filed a Motion to Stay the procedural schedule pending the

proposed sale of HCU's assets that is the subject of the current proceeding. HCU stated it
had executed an Asset Purchase Agreement with the Green Acres Subdivision
Homeowners Association whereby, subject to Commission approval, HCU would transfer
its franchise, works and system, including certificate of territorial authority, to the
homeowners. On the previous evening, November 6, 2019, | attended the Commission’s

Public Field Hearing at the Green Acres Golf Course Clubhouse for the Cause No. 45283-
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U rate increase. Four HCU customers spoke about the rate increase but no one mentioned
the Homeowners Association and HCU had signed an Asset Purchase Agreement. One
person mentioned that they (assumed to be the Homeowners Association) had been trying
to buy the utility for some time. HCU’s Motion to Stay and the proposed sale effectively

ended Cause No. 45283-U and further OUCC review whether HCU’s claimed construction

costs were reasonable and prudent.
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OUCC DR 1-8
April 27, 2020

DATA INFORMATION REQUEST
Howard County Utilities, Inc., and
Green Acres Subdivision Sewer System, Inc.

Cause No. 45360

Information Requested:

Please provide all source documents, records, reports and information Cleland
Environmental Engineering, Inc., relied on to identify the location, size and quantity of
HCU’s wastewater system assets. If any documents were provided by an entity other than
HCU or Green Acres Sewer, please so state and identify the source for any such document.

Objection:

Joint Petitioners object to the request on the grounds and to the extent the request seeks
information that is confidential, proprietary, competitively-sensitive and/or trade secret.
Subject to and without waiver of the foregoing objection, Joint Petitioners respond as
follows.

Party Responding: HCU and Cleland Environmental Engineering, Inc.

Information Provided:

e Maps — see the list and attachments included with the Response to OUCC DR 1-6

e JURC documents (2) — obtained from the IURC website (these documents contain
description on the plant constructed in 2011, drawings for the new facilities, HCU cost
estimate, independent cost estimate), included as Attachment OUCC DR 1-
8 Attachment 1.

e Photos from site visits — 3/7/16 and 5/31/19, included as Attachment OUCC DR 1-
8 Attachment 2.

e Quote for sewer work done with new plant construction, included as Attachment
OUCC DR 1-8 Attachment 3 CONFIDENTIAL.

e Three emails from ASU Accounting, included as Attachment OUCC DR 1-
8 Attachment 4.

Attachments:

OUCC DR 1-8 Attachment 1.pdf 43294 True-up filed 06/01/2011 (included as Attachment JTP-D)
OUCC DR 1-8 Attachment 2.pdf 03/07/2016 and 05/31/2019 site visit photos

OUCC DR 1-8 Attachment 3 CONFIDENTIAL.pdf undated Atlas Excavating Proposal

OUCC DR 1-8 Attachment 4.pdf 2018 emails between ASU Accounting and Judy Cleland
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Subject: Re: Green Acres

Date: Wednesday, March 21, 2018 at 1:38:23 PM Eastern Daylight Time
From: ASU Accounting

To: Judy Cleland

We are not sure on the PVC. It was not done by us and it's close to the clubhouse, so that may help you.

On Wed, Mar 21, 2018 at 2:42 PM, Judy Cleland <judy@clelandengineering.com> wrote:
| assumed the clay pipe was installed in 1965. On the PVC, | am assuming it was sometime after then. If you can
find out that would be great, otherwise | will check age of homes in that part of the subdivision and make an
estimate on the installation date.

Thanks.
Judy

From: ASU Accounting <accounting@asucorp.com>
Date: Wednesday, March 21, 2018 at 12:36 PM

To: Judy Cleland <judy@clelandengineering.com>
Subject: Re: Green Acres

Do you need me to find out on the year? Scott was thinking it was in the 60's.

On Wed, Mar 21, 2018 at 2:30 PM, Judy Cleland <judy@clelandengineering.com> wrote:
Thanks Amy.

Judy

From: ASU Accounting <accounting@asucorp.com>
Date: Wednesday, March 21, 2018 at 12:19 PM

To: Judy Cleland <judy@clelandengineering.com>
Subject: Re: Green Acres

Judy,

The subdivision pipe breaks out to this:
250 feet of 6" PVC pipe

2,420 feet of 12" clay pipe

8,805 feet of 8" clay pipe

Still looking for the year it was built.

Thanks,

On Tue, Mar 20, 2018 at 10:34 AM, Judy Cleland <judy@clelandengineering.com> wrote:
Thanks Amy for your help.

Judy
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From: ASU Accounting <accounting@asucorp.com>
Date: Tuesday, March 20, 2018 at 8:22 AM

To: Judy Cleland <judy@clelandengineering.com>
Subject: Re: Green Acres

Judy,
We paid for 1,750 ft of 15" pipe for the Green Acres project and 7 manholes.

The total for the pipe and manholes was $39,345. This total along with the quote from Atlas | sent
yesterday totals $471,902.

| am working today on getting you the total feet of pipe of the clay and PVC from the existing lines.

If there is anything else | can get for you, please don't hesitate to ask. You can reach me at 765-463-3856.
thank you,

Amy

On Mon, Mar 19, 2018 at 4:22 PM, Judy Cleland <judy@clelandengineering.com> wrote:
Thanks for the original cost estimate for the sewer installation.

Judy Cleland, P.E.

CLELAND ENVIRONMENTAL ENGINEERING, INC.
8308 Thorn Bend Drive

Indianapolis, IN 46278-5049

317-733-0351

Judy@clelandengineering.com

From: ASU Accounting <accounting@asucorp.com>
Date: Monday, March 19, 2018 at 11:58 AM

To: Judy Cleland <judy@clelandengineering.com>
Subject: Re: Green Acres

Hi Judy. Scott wanted me to get this to you. Attached is the bid proposal for the Green Acres project
from 2009. This is the bid for the pipe for Green Acres. The Sanitary pipes were only installed by Atlas -
see quote. First Time Development actually purchased the sanitary sewer pipe and the manholes.
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I am going through old invoices to find those amounts, but | have had a family emergency come up and
will have to get those to you tomorrow.

| hope this helps.
Thank you,

On Wed, Mar 14, 2018 at 3:41 PM, Judy Cleland <judy@clelandengineering.com> wrote:
Scott,

Per our conversation, attached is my preliminary valuation of the wastewater facilities serving Green
Acres Subdivision. If you have suggestions on areas where the costs are low such as the sewer lines
installed as part of the WWTP project, please let me know. Also any information on any sewers that
might have been installed after the original facility construction, that would be helpful.

Thanks.

Judy Cleland, P.E.

CLELAND ENVIRONMENTAL ENGINEERING, INC.
8308 Thorn Bend Drive

Indianapolis, IN 46278-5049

317-733-0351

Judy@clelandengineering.com

Toni Neal and Amy Harper

Accounting, American Suburban Utilities
accounting@asucorp.com
765-463-3856

Toni Neal and Amy Harper

Accounting, American Suburban Utilities
accounting@asucorp.com
765-463-3856
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Toni Neal and Amy Harper

Accounting, American Suburban Utilities
accounting@asucorp.com
765-463-3856

Toni Neal and Amy Harper

Accounting, American Suburban Utilities
accounting@asucorp.com
765-463-3856

Toni Neal and Amy Harper

Accounting, American Suburban Utilities
accounting@asucorp.com
765-463-3856
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