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1 Q Pl ease state your name and business address.
2 A M/ naned is Danid P. Duthe

3 Q By whom and in what capadty are you enpl oyed?
4. A. | amself-enpl oyed attorney and consultant.

5. Q Hease sumarize your credertids.

6. A I have mai ntaned alegd pradice beforeths

7. Commi ssion since graduating fromFor dhamLaw

8. School, Evening Ovison, in 1976. | amal so a

0. licensed professiond engneer in New Yor k wth a

10. Bachel or’s Degree in Ml Eng neering and a Master’s
11 Degr ee in Environnment d Engi neering fromManhat t an
12 College. | aso have a Mast er’s Degree in Business

13. Adm ni gtration (H nance My or) fromBar uch Col lege of
14. the Aty University of New Yor k. In the early 1990s |
15.was CGener al Manager and Gener d Counsel to two snall
16. wat er utilities on Long Idand, Snan Lake and Sunhill.
17.My QurricdumVitae is attached as Exhidt__ (DPD-1).
18.Q Have you previoudy testified before the

19. Commi ssion?

20. A Yes. |testified on behalf of the Aty of A bany

21 in connedion wth a $5 mllion street light billing

22. dispute. | dso testified on behalf of Northrup
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23. G unman in a case that sought approvd of a

24. new el ectric and steamutility, in direct conpetition

1 with LULCO on the Conpany’ s Bethpage site on Long
2 Idand.

3 Q Waat is the purpose of your testinony?

4. A M testinrony addresses the fdlow ng issues:

5. 1. Suez Wter New York Inc’s (‘Suez’ or

6. ‘Conpany’’) Capita Expenditure Program (‘' ‘CAPEX ")

7. induding SCprgeds.

8. 2. The perdgstent Non- Revenue Wat er issue that
0. has plagued th s Conpany.

10. 3. M n Replacenent

11 4. Ratenaking treatnent for the Haver straw

12. Desalination devdoprent expendtures.

13. CAPEX

14.Q S ncethere were three CAPEX prograns presented in
15. response to discovery requests, which programare you
16. addressing?

17. A. | amaddressing the CAPEX plan presented in

18. response to M- 10, Attachnent B. So there is no

19. confusion with the CAPEX pl an presented in response
20.to Prefiling Attachnent Ato IR St aff-61 (79 pages)

21 and St aff-75, Attachnent A (94 pages), | have attached
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22. the CAPEX ligt (103 pages) to ny testinony as Exhi bit

23 (DPD-2).

24.Q What is your overdl inpression of the Conpany’ s

1 CAPEX progran?

2 A M first inpressonis that it lacks

3. necessary detal and supporting docunent ation. For
4. exanpl e, there are many prdgects that have no

5. supporting cost estimat es. Mrtudly all prgects

6. have no benefit/cost andyses. There is dso

7. no sense of prioritization wthn or across prgect

8. categories.

0. Q Have you nodified the Conpsny’ s CAPEX plan?

10. A Yes. | startedwththe® Conplianceé’ prgects.

11 These are prgects required by, for exanpl e, the

12 Departnent of Health. S nce thereis areguatory

13. requirenent, these prgects are gven the highest

14. priority. Nonet hd ess, there may be nor e than one
15. strategy to achieve the required conpliance. There s
16. no ind cation that the selected proect to achieve

17. conpliance is optimal fromthe ratepayers or even the
18. Conpany’ s perspective. | have accepted the Conpany
19. charaderization as‘ Conpliancé’ but reserve the right

20.to make further adustnment s and reconmendat i ons when
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21 the conpliance docunent ation is recd ved and

22.reviewed. Thisis aone year rate case. Accordingy,

23. all S Cprgects are rgected for rate treatnent at

24. this time.

1 Goi ng beyond’ Conplianceé’ prgects there are

2 four broad categories of water systemsusta nallity:

3 systemnai ntenance, conservation, non-revenue wat er
4. and new sour ces of supply proecs. | have based ny
5. CAPEX r econmendations on the fdlow ng:

6. New sources of supdy are given the lowest

7. priority since the Conpany has nor e than adequate

8. current supply sources. Wth Average Day Denand

9. at approximat dy 29 MaD and systemcapacity at 34.5

10. MGD, the Conpany is well positioned froma supply sde
11 perspedive for the foreseeabl e future.

12 In fact, it is ny recommrendation that no

13. new supply source expendtures be reflected in rates,

14. with the exception of newsuppy danning and

15. nodeling.

16. Si nce the Conpany has redized that conservation or

17. demand side prgeds produce the least cost strategy,
18. those prgects woul d be prioritized right after

19. ‘Conpliancé’ prgects wth non-revenue wat er proeas
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20. standing in third place. O equal inportance to

21 Conpliance prgeds are prgeds necessary for the
22. continued operation of the system e.g., nain
23. extensons, newcustorrer hook-ups, nai n redacenent,
24. et c. | said Conservation prgects woul d be prioritized
1 because the Conpany has nat proposed a sinde capital
1 conservation proed.
2. Q Have you created an exhbit that quartifies the
3 i mpact of your reconmrendat i ons on the CAPEX pr ogran®
4. A Yes. Exhibt __ (DPD 3) shows the recomrmended
5. CAPEX programthat | think shoud be considered by the
6. Conpany. | note that | have not been able to
7. recondle the CAPEX wor k papers as presented in
8. Attachnment Bto MC- 10 with the Exhi bt that
0. acconpani es Ms. Pau a McEvoy’ s testinony. One prodem
10.isthat Ms. McEvoy’ s exhibitis presented in terns of
11 the Bridge Period (Cct ober 2015 through January 2017)
12 and the Rat e Year (February 2017 through January 2018)
13 while the information in MC- 10 is based on cd endar
14. years.
15.Q What prgects have you dim nated fromthe MC- 10
16. CAPEX Pl an?

17. A | have dim nated two wat er supply prgeds
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18. cdling for newtest and production wells that total

19 approxinat dy $12 mllion. These prgjects can be

20.found on pages 6 & 7 of Attachnent Bto MC- 10.

21. Q Have you nmade any other changes to the CAPEX Pl an?

22.A. Yes. | have accderated the purchase of leak

23. det ection equipnent from2018 to 2016. Non- Revenue
Wat er shodd be a sigrificant priority and that
acceleration attenpt s to signd that god.
Q Do you agree wth the Conpany accounting pdicy to
capitdize prevoudy expensed repars as described by
Ms. McEvoy at pages 4 and 5 of her pre-filed drec
testinony?
A No, Idonat. Wile technicdly a repar that is
capitdized instead of be ng expensed can reduce the

revenue requirement in the rate year, overdl the

10. revenue requirenent is higher due to the return

11 conponent assodated wth capitalized prgects.

12.Q Do you have any other concerns or observations

13 About the CAPEX plan?

14. A. Yes. During ny reviewof the CAPEX Pl an, | noted

15. the variahility in the levd of Over heads to Conpany

16. Time. For exanpl e, page 3 of the CAPEX Pl an shows

17. $823, 888 paynent to Wat chtower, with Conpany time of
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18 $456 but overheads of $99,278. Likew se, on page 8,

19. Indian Kl Dam Qutl et proec, the Conpany Tine is
20. shown at $10,000 and the overheads at $52,245. As a
21 result, | renoved all overheads fromthe 2017

22. expenditures on Exhibit _ (DPD- 3) until the Conpany
23. explains and judtifies the extraord nary level and

24. variahlity of the overheads.

1 NON- REVENUE WATER

2 Q What is the primary issue with non-revenue wat er
3 ( ‘NRW’*)?

4. A The Conpany’ s NRW has been historicaly well over
5. the 18%r eporting threshad d. In fact, for the last

6. five years the average has been over 21% Indeed, NRW
7. for the hstoric test year exceeded 24% The Conpany

8. i s just not suffidently serious about NRW as

9. evi denced by the fact it was nat gang to purchase,

10. presunabl y addtional, leak detection equ pnent urtil
11 2018.

12 Q Wat do you recommend for NRW?

13. A Ireconmend an NRW goal of 15%as set forth in the

14. Hal crowreport that was filed in Case 13-W0303. |
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15. further recormend t hat the Conpany’ s dlowed return on

16. equity be reduced by 50 basis pants starting in 2018

17.if it has nat ach eved the reporting thresha d of 18%

18. for cdendar year 2017 and an addtional 50 basi s

19. points for each 1%over the reporting threshad. So

20.i1f 2017 NRW i s 20%then the Conpany woul d experience a
21.100 basis pant (2 x 50) reduction of the equity

22. return whi ch woul d be credited to the rat epayers.

1 St arting in 2019, the NRW goal woul d be reduced to

2. 17% wi th the sane basi s pant reducions for falure

3 to acheve. In 2020 the NRW goal woul d be 16%and
4. thenin 2021 it woul d be 15%wi th the same basis pant
5. return reductions for the falure to achieve. This

6. finanda incentive shodd hel p managenent focus on
7. this persstent problemof NRW

8. MAI N REPLACEMENT

0. Q Is the Conpany’ s god of increasing nmai n

10. replacenent to 0. 7%a year acceptable?

11 A No, itisnat. The goa shoud be a m ninum

12 of 1%a year asitis for its Sster conpany Suez

13. Wat er st chester. Faster mai nregacenent wll dso
14. mi tigate NRW.

15. HAVERSTRAW DESALI| NATI ON PRQJECT COSTS
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16.Q Do you agree wth the ratemaki ng treat nent that

17. the Conpany seeks for the $54.5 million in pre-

18. construction devd opnent costs?

19.A. No. The propriety of recovering any of those

20. undocurnent ed and unexpl a ned costs fromr atepayers for

21 afaled prged that was not needed, is anissue that

22.is nowbefore the New Yor k Supreme Court in Gounty of

23. Rockl and v. Public Service Commi ssion of the S ate of

24. New York, €t. d., Index No. 03496-16.

1

2.

0.

Accordngy, the Comm ssion shoud take no action on
this part of the rate request urtil a find judida

det erm nation is reached. In the aternative, if the
Commi ssion awar ds any recovery for desdination
expenditures fromratepayers, then that anount should
be made tenpor ary and subject to refund to pratect
the ratepayers frompayi ng for costs that nay be
judidally determ ned to be inappropriate.  The

nmechani smpr oposed by the Conpany over conpensat es it

10. because it seeks to recover by anortization the full

11 $54. 5 nillion even though the Conpany has recdved an

12 $18. 53 mllion tax benefit. Accordingdy, the

13. anor tization should be based on $35.97 nmillion ($54.5

14. x 66%) if the Commi ssion dlows full recovery of the
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15. $54. 5 mllion or a proportionaly lesser anount if

16. full recovery is nat alowed.
17.Q Does that condude your testinony?

18. A Yes.

10



