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1.   Q.  Pl ease state your name and busi ness address.  

2.   A.    My named i s Dani el  P.  Dut hi e 

3.   Q.    By whom and in what  capacity are you empl oyed? 

4.   A.    I am sel f-empl oyed attorney and consultant.   

5.   Q.    Pl ease summar i ze your credential s.  

6.   A.    I have mai nt ai ned a legal  practice bef ore thi s 

7.       Commi ssi on since graduating from For dham Law 

8.   School ,  Eveni ng Di vi sion,  in 1976.  I am al so a 

9.   l icensed prof essional  engi neer in New Yor k wi th a  

10. Bachel or’s Degr ee in Ci vi l Engi neering and a Mast er’s  

11. Degr ee in Envi ronment al  Engi neering from Manhat t an 

12. Col l ege.  I al so have a Mast er’s Degr ee in Busi ness 

13. Admi ni stration (Fi nance Maj or) from Bar uch Col lege of  

14. t he Ci ty Uni versity of  New Yor k.  In the early 1990s I  

15. was Gener al  Manager  and Gener al  Counsel  to two smal l  

16. wat er  utilities on Long Island, Swan Lake and Sunhil l. 

17. My Cur ricul um Vi tae is attached as Exhi bi t____(DPD- 1).  

18. Q.   Have you previ ousl y testi fied before the  

19. Commi ssi on? 

20. A.   Yes.   I testified on behalf of  the Ci ty of  Al bany 

21. i n connection wi th a $5 mi l lion street light bi lling  

22. di sput e.  I al so testi fied on behalf of  Northrup 
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23. Gr umman i n a case that  sought approval  of  a 

24. new el ectric and steam ut i lity,  in di rect competition 

1.   wi t h LILCO,  on the Company’ s Bet hpage site on Long 

2.   I sl and. 

3.   Q.   What  is the purpose of your testimony? 

4.   A.   My t estimony addr esses the fol lowi ng issues:  

5.    1.    Suez Wat er New Yor k Inc.’s (‘ ‘Suez’ ’ or   

6.   ‘ ‘Company’ ’ ) Capi tal  Expenditure Pr ogram (‘ ‘CAPEX’ ’ ) 

7.       includi ng SI C pr oj ects.    

8.    2.    The persistent Non- Revenue Wat er  issue that  

9.    has pl agued thi s Company.  

10.  3.    Mai n Repl acement  

11.  4.    Rat emaki ng treat ment  for  the Haver straw 

12.  Desal i nation devel opment  expendi tures.  

13. CAPEX 

14. Q.   Si nce there wer e three CAPEX pr ograms pr esented in  

15. r esponse to di scovery requests, whi ch program ar e you  

16. addr essing? 

17. A.   I am addr essing the CAPEX pl an presented in  

18. r esponse to MC- 10,  Attachment  B.   So there is no 

19. conf usi on wi th the CAPEX pl an presented in response 

20. t o Pr e-filing Attachment  A to IR St aff-61 (79 pages)  

21. and St aff-75,  Attachment  A (94 pages), I have attached 
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22. t he CAPEX l i st  (103 pages) to my t estimony as Exhi bit 

23.  ___ (DPD- 2).   

24. Q.   What  is your overal l impr ession of the Company’ s  

1.   CAPEX pr ogram?  

2.   A.   My f irst  impr essi on is that  it lacks  

3.   necessary det ai l  and supporting document ation.  For  

4.   exampl e,  there are many pr oj ects that  have no 

5.   supporting cost estimat es.  Vi rtual ly al l proj ects  

6.   have no benefi t/cost anal yses.  There is al so 

7.    no sense of  priori tization wi thi n or  across proj ect  

8.   cat egories.  

9.   Q.   Have you modi fied the Compsny’ s CAPEX pl an? 

10. A.   Yes.   I started wi th the ‘ ‘Compl i ance’ ’ proj ects.  

11. These ar e proj ects requi red by, for  exampl e, the  

12. Depar t ment  of Heal th.   Si nce there is a regul atory 

13. r equi rement ,  these proj ects are gi ven the hi ghest  

14. pri ori ty.   Nonet hel ess, there may be mor e than one 

15. st rategy to achi eve the requi red compl i ance.  There is 

16. no i ndi cation that the sel ected proj ect to achi eve 

17. compl i ance is optimal  from t he ratepayers’  or even the  

18. Company’ s perspective.  I have accepted the Company 

19. char acterization as ‘ ‘Compl i ance’ ’ but  reserve the right   

20. t o make f urther adj ustment s and recommendat i ons when 
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21. t he compl i ance document ation is recei ved and 

22. r evi ewed.   Thi s is a one year rate case.  Accordi ngl y,  

23. al l  SI C pr oj ects are rej ected for  rate treatment  at   

24. t hi s time.  

1.   Goi ng beyond ‘ ‘Compl i ance’ ’ proj ects there are 

2.   f our  broad cat egories of  wat er  system sust ai nabi lity:  

3.   system mai nt enance, conservation, non-revenue wat er  

4.   and new sour ces of  suppl y proj ects.  I have based my  

5.   CAPEX r ecommendat i ons on the fol lowi ng: 

6.   New sour ces of suppl y are gi ven the lowest   

7.   pri ori ty si nce the Company has mor e than adequat e  

8.   current  suppl y sources.  Wi t h Average Day Demand  

9.   at  approximat el y 29 MGD and system capaci ty at  34.5 

10. MGD,  t he Company i s well  positioned from a suppl y side  

11. per spective for  the foreseeabl e future.    

12. I n fact, it is my r ecommendat i on that  no 

13. new suppl y source expendi tures be reflected in rat es, 

14. wi t h the exception of new suppl y pl anni ng and 

15. model i ng.  

16. Si nce the Company has real ized that  conservation or   

17. demand si de proj ects produce the least cost  strat egy,  

18. t hose proj ects woul d be priori tized right  af ter  

19. ‘ ‘Compl i ance’ ’ proj ects wi th non-revenue wat er proj ects  
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20. st andi ng in thi rd pl ace.  Of  equal  importance to 

21. Compl i ance proj ects are proj ects necessary for  the 

22. cont inued operation of the system,  e.g., mai n 

23. ext ensi ons, new cust omer  hook-ups, mai n repl acement ,  

24. et c.  I sai d Conser vation proj ects woul d be priori tized 

1.   because the Company has not  proposed a si ngl e capital   

1.   conservation proj ect.  

2.   Q.   Have you created an exhi bit that quantifies the 

3.   i mpact  of your recommendat i ons on the CAPEX pr ogram? 

4.  A.  Yes.   Exhi bi t ___ (DPD- 3)  shows the recommended 

5.   CAPEX pr ogram t hat I thi nk shoul d be considered by the  

6.   Company.   I note that I have not  been abl e to 

7.   r econci le the CAPEX wor k papers as presented in 

8.   At t achment  B to MC- 10 wi th the Exhi bit that  

9.   accompani es Ms.  Paul a McEvoy’ s testimony.   One pr obl em 

10. i s that  Ms.  McEvoy’ s exhi bi t is presented in terms of   

11.  t he Bridge Peri od (Oct ober 2015 through January 2017)  

12. and t he Rat e Year  (February 2017 through January 2018)  

13. whi l e the inf ormati on in MC- 10 i s based on cal endar  

14. year s.  

15. Q.   What  pr oj ects have you el imi nated from t he MC- 10  

16. CAPEX Pl an? 

17. A.   I have el imi nated two wat er suppl y proj ects  
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18. cal l ing for  new test and production wel ls that total  

19. appr oximat el y $12 mi l lion.  These proj ects can be 

20. f ound on pages 6 & 7 of  Attachment  B to MC- 10.  

21. Q.   Have you made any ot her changes to the CAPEX Pl an? 

22. A.   Yes.   I have accel erated the purchase of  leak  

23. det ection equi pment  from 2018 t o 2016.  Non- Revenue  

1.   Wat er  shoul d be a si gni ficant  priori ty and that  

2.   accel eration attempt s to si gnal  that goal . 

3.   Q.   Do you agree wi th the Company account ing pol icy to 

4.   capi tal ize previ ously expensed repai rs as described by 

5.   Ms.  McEvoy at  pages 4 and 5 of  her pre-filed di rect  

6.   t estimony? 

7.    A.  No,  I do not.  Whi l e techni cal ly a repai r that  is 

8.   capi tal ized instead of bei ng expensed can reduce the  

9.   r evenue requi rement  in the rate year, overal l  the  

10. r evenue requi rement  is hi gher due to the return  

11. component  associ ated wi th capital ized proj ects.  

12. Q.   Do you have any ot her concerns or  observations  

13. About  the CAPEX pl an?   

14. A.   Yes.   During my r eview of  the CAPEX Pl an,  I noted 

15. t he variabi lity in the level  of  Over heads to Company 

16. Ti me.   For exampl e, page 3 of  the CAPEX Pl an shows  

17. $823, 888 payment  to Wat cht ower, wi th Company t ime of  
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18. $456 but  overheads of $99,278.  Li kewi se,  on page 8,  

19. I ndi an Ki ll Dam Out l et  proj ect, the Company Ti me i s  

20. shown at  $10, 000 and the overheads at $52, 245.  As a  

21. r esult, I removed al l  overheads from t he 2017  

22. expendi tures on Exhi bit ___ (DPD- 3)  until the Company 

23. expl ai ns and justi fies the extraordi nary level  and  

24. vari abi lity of  the overheads.  

 

 

1.  NON- REVENUE WATER 

2.  Q.  What  i s the primar y issue wi th non-revenue wat er  

3.   (‘ ‘NRW’ ’ )?  

4.   A.   The Company’ s NRW has been hi storical ly wel l  over  

5.   t he 18% r eporting threshol d.  In fact, for  the last  

6.   f ive years the average has been over 21%.   Indeed,  NRW 

7.  f or  the hi storic test year exceeded 24%.   The Company 

8.   i s just not  suffici ently serious about NRW as 

9.   evi denced by the fact it was not  goi ng to purchase, 

10. pr esumabl y addi tional, leak det ection equi pment  until 

11. 2018.  

12. Q.   What  do you recommend f or  NRW? 

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

14. Hal crow r eport that was filed in Case 13-W- 0303.   I  
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15. f urther recommend t hat the Company’ s al lowed return on 

16. equi ty be reduced by 50 basi s poi nt s starting in 2018 

17. i f it has not achi eved the reporting threshol d of 18% 

18. f or  cal endar year 2017 and an addi tional  50 basi s 

19. poi nt s for  each 1% over  the reporting threshol d.  So  

20. i f 2017 NRW i s 20% t hen the Company woul d experience a 

21. 100 basi s poi nt  (2 x 50)  reduction of the equity  

22. r et urn 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 t h the same basi s poi nt reductions for  fai lure 

3.   t o achi eve.  In 2020 the NRW goal  woul d be 16% and  

4.   t hen in 2021 it woul d be 15% wi t h the same basi s poi nt  

5.   r et urn reductions for  the fai lure to achi eve.  Thi s  

6.   f inancial  incentive shoul d hel p management  f ocus on 

7.   t hi s persi stent  probl em of  NRW.    

8.  MAI N REPLACEMENT 

9.  Q.   Is the Company’ s goal  of  increasi ng mai n  

10. r epl acement  to 0. 7% a year  acceptabl e? 

11. A.   No,  it is not.  The goal  shoul d be a mi ni mum  

12. of  1% a year  as it is for  its sister  company Suez  

13. Wat er  West chester.   Fast er  mai n repl acement  wi ll al so 

14. mi t igate NRW.  

15. HAVERSTRAW DESALI NATI ON PROJECT COSTS 
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16. Q.   Do you agree wi th the rat emaki ng treat ment  that  

17. t he Company seeks for  the $54.5 mi l lion in pre-  

18. const ruction devel opment  costs? 

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

20. undocument ed and unexpl ai ned costs from r atepayers for   

21. a f ai led proj ect that was not  needed, is an issue that  

22. i s now bef ore the New Yor k Supr eme Cour t  in Count y of   

23. Rockl and v. Publ ic Ser vi ce Commi ssi on of  the St ate of  

24. New Yor k,  et . al., Index No.  03496-16.  

1.   Accor di ngl y,  the Commi ssi on shoul d take no action on 

2.   t hi s part  of  the rat e request until a final  judi cial  

3.   det ermi nation is reached.   In the alternative, if the  

4.   Commi ssi on awar ds any recovery for  desal ination  

5.   expendi tures from r atepayers, then that amount  shoul d  

6.   be made t empor ary and subj ect to refund to prot ect  

7.   t he ratepayers from payi ng for  costs that may be 

8.   j udi cial ly determi ned to be inappropriate.    The 

9.   mechani sm pr oposed by the Company over  compensat es it  

10.  because it seeks to recover by amortization the ful l 

11.  $54. 5 mi l lion even though the Company has recei ved an 

12. $18. 53 mi l lion tax benefi t.  Accordi ngl y,  the  

13. amor t ization shoul d be based on $35.97 mi l lion ($54.5  

14. x 66%)  i f the Commi ssi on al lows ful l recovery of the  



STATE OF NEW YORK 
PUBLIC SERVICE COMMISSION 

CASE 16-W-0130 

 10 

15. $54. 5 mi l lion or  a proportional ly lesser amount  if  

16.  f ul l recovery is not al lowed.  

17. Q.   Does that conclude your testimony? 

18. A.   Yes.  

 

 

 

 

 


