DOCKET NO. W-218, SUB 526
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of

Application by Aqua North Carolina, Inc.,
202 MacKenan Court, Cary, North

Carolina 27511, for Authority to Adjust VERIFICATION AND AFFIDAVIT OF
and Increase Rates for Water and Sewer KEVIN MCLEOD

Utility Service in All Its Service Areas in

North Carolina

Kevin McLeod, being first duly sworn, deposes and says:

1. I am the President and Chief Executive Officer of Carolina Senior Communities
and Services, Inc., the parent corporation and sole member of Carolina Meadows, Inc. (“Carolina
Meadows”). I am submitting this affidavit in support of Carolina Meadows’ Petition to Intervene
in the above-captioned case in order to address Aqua’s unilateral agreement with the Public Staff
to dramatically increase Carolina Meadows’ base facility charges for its sewer connection.

2. I have read the contents of the Petition to Intervene, and know them to be true,
except those matters alleged upon information and believe, which I believe them to be true.

3. Carolina Meadows did not participate in the negotiations between Aqua and the
Public Staff concerning Carolina Meadows’ base facility charges. Indeed, Carolina Meadows was
not informed of those negotiations until after the hearing on July 10, 2020, when Aqua notified
Carolina Meadows that it had reached an agreement to impose what will ultimately be a nearly
thirteen-fold increase to Carolina Meadows’ base facility charges for its single sewer connection

to Aqua’s system.

OFFICIAL COPY

Aug 14 2020



Carolina Meadows Senior Care Facility

4. Carolina Meadows is a multi-resident, senior care facility located in Chatham
County, North Carolina. The facility includes one- and two-bedroom homes, one- and two-
bedroom apartments, and assisted living and nursing home beds, along with other facilities.

5. Carolina Meadows does not receive water service form Aqua, but instead receives
water service from Chatham County. Although Carolina Meadows maintains a number of sub
meters at the facility in order to apportion charges between different residential units or other parts
of the facility, Chatham County bills Carolina Meadows for all water delivered to the facility
through one single, master account. A copy of Carolina Meadows’ most recent water bill from
Chatham County is attached hereto as McLeod Exhibit A.

6. Carolina Meadows maintains a single, metered connection to Aqua’s sewer system,
which is serviced by the Carolina Meadows Wastewater Treatment Plant (“WWTP”). Carolina
Meadows and its affiliates originally constructed the WWTP to serve the facility, and, until 2005,
operated both the sewer collection system and the WWTP through a contracted service provider.

7. In 2005, Carolina Meadows and its joint owners sold the WWTP, along with two
lift stations and piping running to the WWTP, to Aqua’s predecessor in interest. Although the
WWTP cost more than $1,000,000 to build, Aqua paid only $95,000 in cash consideration for
Carolina Meadows’ majority interest in the WWTP. Aqua also agreed to provide Carolina
Meadows with a fixed bulk treatment rate for the next five years that could then increase following
Aqua’s next general rate case up to a certain maximum, which maximum would be in effect for
three more years.

8. Although Carolina Meadows sold the WWTP to Aqua, including two (2) lift

stations and equipment and generators prior to the plant connection, it retained ownership of the



sewer collection system (comprised of 3.3 miles of gravity, and 0.78 miles of force main) for the
facility. Accordingly, the wastewater system on Carolina Meadows’ side of the connection,
including the collection system for all units at the facility, is owned, maintained, and operated by
Carolina Meadows, not Aqua. Further, Aqua bills Carolina Meadows for all sewer services at the
site under a single account.

9. As part of the 2005 transaction, Aqua agreed to install a sewer meter for Carolina
Meadows and installed a single, six-inch meter, which Aqua has been using to determine Carolina
Meadows’ monthly volumetric sewer charges.

10.  Asrecently as July 2020, Aqua assessed the base facility charges for sewer service
to Carolina Meadows based on that single, six-inch meter, which amounted to $1,305.50 per month
under Aqua’s current rates. See McLeod Exhibit B (July 2020 sewer bill).

Discovery of Aqua’s Negotiations to Increase Carolina Meadows’ Base Facility Charges

11.  Although Carolina Meadows received notice that Aqua had filed, in December
2019, a proceeding with the North Carolina Utilities Commission (“NCUC”) to increase its rates,
including increasing base facility charges for a six-inch meter to $1,305.50, Carolina Meadows
was never informed that Aqua or the Public Staff intended to change the basis on which Carolina
Meadows is billed. Indeed, Aqua neglected to notify Carolina Meadows that it was negotiating a
specific increase to only Carolina Meadows’ base facility charges. I was aware at the time that
Aqua had sent information requests to Carolina Meadows related to the proceeding, but we have
since learned the requested information was used to support Aqua’s witnesses’ testimony, which
ultimately served as the basis for its agreement with the Public Staff.

12. On or about May 20, 2020, Joseph Pearce, Aqua’s Director of Operations, sent an

email to Dan Camara, Carolina Meadows’ Vice President of Plant Operations, in which Mr. Pearce



explained only that Aqua was “evaluating design flows [to] the wastewater treatment plant that
serves Carolina Meadows and surrounding areas.” See E-mail from Joseph Pearce to Dan Camara,
May 20, 2020, attached as McLeod Exhibit C. Mr. Pearce then asked a series of questions
regarding the number of units, beds, and other facilities at Carolina Meadows. Mr. Pearce stated
that “[n]ormally these types of questions would be asked as part of a field survey, but that is not a
good option with the current world situation.” Id. However, Pearce did not inform Carolina
Meadows how or for what purpose he intended to use this information or provide any further
explanation. In good faith, Carolina Meadows sent answers to these questions. Mr. Pearce
followed up on May 26, 2020 and confirmed that customers at the villas and residential units in
the facility “do not have their own individual water/sewer utility bills.” See E-mail from Joseph
Pearce to Dan Camara, May 26, 2020, attached as McLeod Exhibit D.

13. Mr. Pearce followed up again on June 15, 2020. This time, he explained that “as
part of a Data Request for the NCUC case, [Aqua] has been asked to supply a copy of the March
2020 Water Bill for Carolina Meadows,” and asked Carolina Meadows to provide a copy. See E-
mail from Joseph Pearce to Dan Camara, June 15, 2020, attached as McLeod Exhibit E. Mr.
Pearce did not explain why Aqua needed the bill, or how it was intended to be used. Carolina
Meadows again complied and provided a copy.

14.  Although it now appears that Aqua and the Public Staff were negotiating an
arrangement under which the Public Staff would stipulate that Aqua would not be subject to excess
capacity adjustments for the Carolina Meadows WWTP, and that Aqua would increase Carolina
Meadows’ base facility charges, Carolina Meadows was not informed of those negotiations until

after they were completed.



15. On July 10, 2020, Mr. Pearce wrote Mr. Camara, and informed him that Mr. Junis,
the Public Staff’s expert witness, had testified at the hearing before the Commission that the staff
had agreed Carolina Meadows monthly base facility charges would increase from $1,305.50 (the
then-current charge for a six-inch sewer meter) to $16,899.96. He also informed Mr. Camara that,
given the size of the increase, Aqua and the Public staff had agreed 50% of this increase would be
imposed as part of the current ratemaking, with the additional 50% to be imposed in the next rate
case.

16. The sudden nature and timing of this increase foreclosed the opportunity for
Carolina Meadows to intervene in the proceedings before the hearings had concluded. At no time
before the stipulation between Aqua and the Public Staff was made had Carolina Meadows been
informed of the proposal, much less invited to be heard on the matter. Had Carolina Meadows
been informed and/or invited to speak on the matter, it would have explained why this increase is
based on a flawed methodology and should not be implemented.

17. This settlement between Aqua and the Public Staff, if approved, will ultimately
subject Carolina Meadows to a thirteen-fold increase in its base facility charge. Given the
circumstances, Aqua and the Public Staff’s attempt to impose this rate increase is inappropriate.

18. As stated above, Carolina Meadows contributed most of the value of the WWTP,
and maintains only a single, six-inch metered sewer connection to Aqua’s system. Carolina
Meadows also continues to own, and is responsible for maintaining, the sewer collection system
from all of the units in its facilities. Carolina Meadows should thus be treated as a single,
commercial customer, since it has only one sewer connection, and should be billed on the same

basis as any other commercial customer with a meter of the same size.



19.  Despite this, I understand that Aqua and the Public Staff intend to charge Carolina
Meadows many times more based on the assertion that it has 278 meters for water service at the
facility. As stated above, however, Carolina Meadows does not buy water from Aqua, but instead
buys it from Chatham County, which bills Carolina Meadows for all of the water provided to the
facility under a single master account. Further, there is no need to use Carolina Meadows’ water
meters as a proxy for its sewer usage, since Carolina Meadows has a separately monitored sewer
meter.

20.  Aqua and the Public Staff’s agreement to increase Carolina Meadows’ base facility
charges would have a substantial and detrimental effect on Carolina Meadows and its residents.
In addition to volumetric charges based on the number of gallons of sewage, Carolina Meadows
currently pays Aqua $15,666.00 in base facility charges each year. Once Aqua’s agreement with
the Public Staff is fully implemented, its annual base facility charges will ultimately increase to
$202,799.52, in addition to volumetric charges—an exponential increase that will ultimately be

borne by the retirees living at Carolina Meadows.

(signature on following page)



This the (% ﬁ}day of August, 2020.

bl bl

Kefin McLeod
Sworn to and subscribed before me
this |4 day of August, 2020.
Patsy C Hancock
’PQDLQ O Nanecock one NOTARY PUBLIC
Not bli tham County, North Carolina
plary BIbe My Commission Expires April 25, 2023

My Commission Expires: hprl 25, 202.3




. Chatham County Utilities RECEIVED
a UTILITY BILL

PO Box 910

CHA’H—{A::J(;)WY Pittsboro, NC 27312-0910 AUG .j 7 2020
2" www.chathamnc.org/waterbilling (to view and pay your bill oniine)
=—  ____=—  watershop@chathamnc.org BY:
Customer Name Service Location
CAROLINA MEADOWS MASTER ACCOUNT CAROLINA
Bill Number Bill Date Account # Customer ID [INENIE=ISUESE GO Current Charges
— 270157 08/01/2020 3654 7309 08/25/2020 $11128.50
B = Previous C t Pravi Current Read Usa
Descriplion o] ResdDate | Read Dae !;:av(’i‘:r?gs Re;rdaigg Code | (1000 ?;gla ) Charge
RESIDENTIAL WATER 5003035 |06/16/2020|07/13/2020 807 809 A 2 $14.00
ADMINISTRATION FEE $15.00
Current Charges | $11128.50
Previous Billing $0.00
Less Payments Received $0.00
- | Total Due : 3 $11128.50

EXHIBIT A, Page 1 of 49



Chatham County Utilities

RECEIVED

f‘\
riy PO Box 910 UT".'TY BILL
cuatram comvry  Pittsboro, NC 27312-0910 _ - AUG 0 7 7020
TONIE IRt www.chathamne.org/waterbilling (to view and pay your bill online ¥
— == watershop@chathamnc.org
. T 1, 4
Customer Name Service Location
CAROLINA MEADOWS MASTER ACCOUNT CAROLINA
Bill Number Bill Date Account # Customer ID Current Bill Due Date | current Charges
270157 08/01/2020 3654 7309 08/25/2020 $1323.00
p— pE Previ Current Previ Current | Read Usage 2
et wir e e, e M | e
RESIDENTIAL WATER 5003035 |06/16/2020 (07/13/2020 807 809 A 2 $14.00
ADMINISTRATION FEE $15.00
Current Charges $1323.00
Previous Billing $26576.50
| Less Payments Received $26576.50 CR
‘| Total Due $1323.00

W With v

EXHIBIT A, Page 2 of 49
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Service To:

Aqua North Carolina, Inc. Toll Free: 877.987.2782

SENIOR CENTER CAROLINA MEADO
MTR @WW TRTMT PLNT SENIOR CN
CHAPEL HILL, NC 27517

Account Number

000866248 0621692

2357102

Questions about your sewer service?... Contact us before the due date.

762 W. Lancaster Avenue Fax: 866.780.8292 Bill Date Total Amount Due Current Charges Due Date
Bryn Mawr, PA 19010-3489 www.aquaamerica.com July 07, 2020 $ 10,565.53 July 29, 2020
Meter Data Meter Size Billing Period Days Read Type Meter Readings Usage Units
50325802 6" 07/02/20 30 Actual 26434500 1,121,200 Gallons
06/02/20 Actual 25313300
Average Daily Usage = 37,373 Gallons Total Days: 30 Total Usage: 1,121,200 Gallons

Billing Detail
Amount Owed from Last Bill ...........ccocivemrneiinerinniinnieninnn, $ 12,248.44
Total Payments RECEIVE ..o 12,248.44

Remaining BalanCe ... 0.00

Customer Charge SEWET .........cocvneenrneeneereeneeneenes 1,305.50
1,121,200 gallons @ $0.00892 per gallon .............. 10,001.10

Total Current Sewer Charges ........cocoveeeneenerneeneereeneeneens 11,306.60

System Improvement Charge - Wastewater ..............ccc..... 130.03

FTCJA Credit-Deferred Fed Tax - Wastewater..................
FTCJA Credit-Deferred NC Tax - Wastewater....................

AMOUNE DUE ...t $10,565.53

Message Center (see reverse side for other information)

784.07 Credit
87.03 Credit

RECEIVED: 07/09/20
DUE DATE: 07/09/20
PERIOD: 07

8,346.77
707.89

10-34-134803
10-54-154803

10-74-174803 1,510.87

n The due date refers to current charges and any deferred payment amount only. If you do not pay your bill on time, your service could be subject to
interruption. To ensure proper credit, please remember to provide your full 16-digit account number when paying your bill.

RETURN THIS PORTION WITH YOUR PAYMENT

AQUA

Aqua North Carolina, Inc.
762 W. Lancaster Avenue * Bryn Mawr, PA 19010-3489

Please Do Not Remit Payment To The Above Address

Cyc=35C4 1up=2478995 EC:RUSS BC: RUSS Seq=18080

SENIOR CENTER CAROLINA MEADOWS BULK METE
100 CAROLINA MDWS
CHAPEL HILL NC 27517-8507

0008bL2480L21E9200000L05L553k

D:1-2

MAKE CHECK PAYABLE TO:
Aqua NC

Account Number

000866248-0621692

TOTAL AMOUNT DUE
$10,565.53

DUE DATE
07/29/2020

Amount Enclosed $

AQUA NORTH CAROLINA
PO BOX 70279
PHILADELPHIA PA 19176-0279

EXHIBIT B, Page 1 of 2



QUESTIONS ABOUT YOUR BILL ?
Toll Free: 877.WTR.AQUA or 877.987.2782 Fax: 866-780-8292 Wwww.agquaamerica.com

If you have a billing question or complaint, call or write to us before the due date on your bill. When writing, please use a separate piece of paper
and include your name, address, and account number. Notes written on the bill may delay processing of your payment. Our customer service
address is listed on the front of the bill. You may also contact us for a rate schedule which is an explanation of how to verify that your bill is
correct or for an explanation of our charges.

Please notify our office immediately upon changes of occupancy, ownership or mailing address, as the customer is responsible for all changes
until we are notified. All water passing through the meter will be charged to the customer whether used, wasted or lost by leakage.

If your bill is based on zero usage, there may be a problem with your meter reading equipment. If there is a problem with your meter reading
equipment, you will be responsible for the water usage or leakage not reported on this bill. Please call customer service if you have any questions
or to have your meter reading equipment serviced.

EXPLANATION OF TERMS
Actual (A) Read: Meter reading obtained by a company employee or one of our automatic meter reading systems.

Customer Charge: This charge covers the cost of having water service available, including operations, maintenance, meter reading, and other
necessary services that are not covered under the consumption charge. It is billed whether or not you use any water.
Customer Read: Meter reading obtained from our customer.
Employee Identification: All company employees carry an identification card showing their picture and employee number.
Estimated (E) Bill: When we are unable to read your meter, we base the bill on your past water use. If you receive an estimated bill, you may
have a new bill by reading the meter and calling the company with that reading. Note, revised bills will not be issued after the due date of the
estimated bill.
Late Charge: A penalty on past due balances.
Meter Reading: We attempt to read the water meter every billing period. We either have our meter reader visit your property or obtain the
reading through one of our automatic meter reading systems.
Minimum Charge: This charge includes a water allowance, plus the cost of having water service available, including operations, maintenance,
meter reading, and other necessary services that are not covered under the consumption charge. It is billed whether or not you use any water.
Payment Methods: You can pay your bill by any of the following methods:
By mail:  Place your check or money order in the enclosed pre-addressed envelope. Put a stamp on the envelope and mail it to
Agua North Carolina: PO BOX 70279,PHILADELPHIA PA 19176-0279. DO NOT SEND CASH.
By Phone: Customers with credit cards may pay their bills over the phone for a fee by calling this toll free number: 866.269.2906.
In Person: Pay in person (with cash or check) at convenient Western Union locations throughout Aqua North Carolina’s service territory.
Payments are credited to your account the same day or the next business day if you make payments on a
weekend or holiday. Please call us or visit www.aquaamerica.com to find the Western Union location closest to you.
ZipCheck®: A program in which your payment is automatically deducted from your bank account. You save the cost of postage and using
bank checks. Details and applications are available from the company. Please call our Customer Service Department.
WaterSmart e-Billing: Switch to paperless billing today. Enjoy the convenience of viewing and paying your bill online. Visit us at
www.aguaamerica.com to sign up today!
Payment Terms: You should pay your bill on or before the due date.
Return Check Charge: If for any reason your check is returned to us from the bank, we will add a service charge to your account.

6 WaterSmart

e-Billing Save time and cut clutter with paperless billing!
VAIGY LI SEPALIL, PRy Jour Enroll today in WaterSmart e-Billing. You can cut the
current bill, check your daily . ) . .
balance, sign up for paperless clutter of a paper bill, and we'll notify you by email when
billing, make a one-time payment. your bill is available to view online. It's simple, secure,
and no additional fees.
Visit — AquaAmerica.com for more details.

More Ways To Pay

EXHIBIT B, Page 2 of 2



EXHIBIT C, Page 1 of 2

From: Pearce, Joseph R <JRPearce@agquaamerica.com>
Sent: Wednesday, May 20, 2020 3:57 PM

To: Dan Camara <dcamara@carolinameadows.net>
Subject: Carolina Meadows Facilities

[External Message - Be careful of links from unknown senders.]
Good Afternoon Dan,

It was a pleasure speaking to you this afternoon. We are evaluating the design flows the wastewater
treatment plant that serves Carolina Meadows and the surrounding areas.

Design flows for care facilities are relatively complicated.
Convalescent, nursing, rest homes with laundry facilities are based on 120 gallons per bed.
1. Does your facility have a laundry?

2. How many beds do you have that would qualify as convalescent, nursing, or rest home beds?

Residential care facilities are based on 60 gallons per person.
3. Foryour residential care facilities what is your maximum capacity?

Medical Hospitals are based on 300 gallons per bed.
4. Do you have hospital equivalent beds? If so, how many?

Beauty Shops are based on 125 gallons per “bowl”.
5. How many beauty shop “bowls”?

Barber Shops are based on 50 gallons per chair.
6. How many barber shop chairs?

Self-service laundries are based on 500 gallons per machine.
7. Do you have any self-service washing machines?

Medical and Dental Offices are based on 250 gallon/practitioner/shift.
8. Do you have any medical or dental offices?

9. Do you provide food service to anyone other than residents?
10. Do you have any car wash facilities which discharge to sewer? = How many bays?

11. Are any of your facilities just normal homes? If so, how many homes and how many
bedrooms per home?
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12. Are any of your facilities just typical apartments? If so, how many 1 bedroom apartment? How
many 2 bedroom apartments? How many 3 bedroom apartments?

13. Do you have amenities which are open to the general public, or members who are not
residents?

| apologize for the number of questions. Normally, these types of question would be asked as part of a
field survey, but that is not a good option with the current world situation.

If you have any questions, please feel free to call me at (919)605-6991.
Stay safe,

Joe
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From: Pearce, Joseph R <JRPearce@aquaamerica.com>
Sent: Tuesday, May 26, 2020 10:13 AM

To: Dan Camara <dcamara@carolinameadows.net>
Subject: RE: [EXTERNAL] RE: Carolina Meadows Facilities

[External Message - Be careful of links from unknown senders.]

Dan,
| am double-checking one assumption. For the villas listed below, | assume these customers do not have

their own individual water/sewer utility bills, but that the charges are rolled into their monthly
payments to “Carolina Meadows”. Correct?
Joe
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From: Pearce, Joseph R <JRPearce@aquaamerica.com>
Sent: Monday, June 15, 2020 7:27 AM

To: Dan Camara <dcamara@carolinameadows.net>
Subject: March 2020 Water Bill for Carolina Meadows

[External Message - Be careful of links from unknown senders.]

Good Morning Dan,

As part of a Data Request for the NCUC case, we have been asked to supply a copy of the March 2020
Water Bill for Carolina Meadows This bill would be from Chatham County and not from Aqua. This info
is due to the NCUC Public staff by Tuesday afternoon. Do you or your staff have a copy you can forward
to us? Any questions please feel free to call me on my cell at (919)605-6991.

Thanks,

Joe Pearce
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