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March 6, 2024 

 
Ms. A. Shonta Dunston, Chief Clerk 
North Carolina Utilities Commission 
4325 Mail Service Center 
Raleigh, North Carolina 27699-4300 
 
Re: Docket Nos. W-1049, Sub 25 and W-1328, Sub 2 – Application by A&D 

Water Services, Inc., and Red Bird Utility Operating Company, LLC, d/b/a 
Red Bird Water for Transfer of Public Utility Franchise and for Approval of 
Rates 

 
Dear Ms. Dunston, 
 
 Attached for filing on behalf of the Public Staff in the above-referenced 
dockets is the public version of the testimony and exhibit of Kuei Fen Sun. 
Confidential information is located on page 5, and Public Staff Sun Exhibit 1 is 
confidential in its entirety. 
 
 By copy of this letter, we are forwarding a copy of the public version to all 
parties of record by electronic delivery. The confidential version will be sent to Red 
Bird Utility Operating Company, LLC.  
 
      Sincerely, 
 
      Electronically submitted 

/s/ Davia A. Newell 
Staff Attorney 

      davia.newell@psncuc.nc.gov 
  

/s/ James Bernier, Jr. 
Staff Attorney 

      james.bernier@psncuc.nc.gov 
 
cc:  Parties of Record

mailto:davia.newell@psncuc.nc.gov
mailto:james.bernier@psncuc.nc.gov
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Q. Please state your name, business address, and present 1 

position. 2 

A. My name is Kuei Fen Sun. My business address is 430 North 3 

Salisbury Street, Raleigh, North Carolina. I am a Public Utility 4 

Regulatory Analyst with the Accounting Division of the Public Staff – 5 

North Carolina Utilities Commission (Public Staff). 6 

Q. Briefly state your qualifications and experience. 7 

A. My qualifications and experience are included in Appendix A. 8 

Q. What is the purpose of your testimony? 9 

A. The purpose of my testimony in this proceeding is to present the 10 

results of my investigation of the application filed by Red Bird Utility 11 

Operating Company, LLC (Red Bird), and A&D Water Service, Inc. 12 

(A&D), on October 9, 2020, for authority to transfer the seven water 13 

and six wastewater systems and the public utility franchise serving 14 

the following eleven service areas: Buffalo Meadows (Ashe), 15 

Camelot (Henderson), Cinnamon Woods (Henderson), High Vista 16 

(Buncombe and Henderson), Hunters Glen (Henderson), Kirk Glen 17 

(Buncombe), Mountain Valley (Henderson), Rolling Oaks Estates 18 

(Buncombe), Sherwood Forest (Transylvania), Skyview Park 19 

(Gaston) and White Oak Village (Henderson) located in North 20 

Carolina from A&D to Red Bird and for approval of rates. Specifically, 21 

I discuss (1) the calculation of the purchase acquisition adjustment 22 

Red Bird seeks to include in rate base; (2) the calculation of net plant 23 
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in service for the A&D systems; (3) the calculation of the amounts for 1 

future improvements; (4) the calculation of the amounts for due 2 

diligence expenses; and (5) the estimated revenue requirements 3 

associated with the proposed acquisition adjustment, due diligence 4 

expenses, and future improvements. 5 

In his testimony, Public Staff witness D. Michael Franklin, Public 6 

Utilities Engineer with the Water, Sewer and Telephone Division of 7 

the Public Staff, discusses anticipated increases in water and 8 

wastewater base rates that would result from the revenue 9 

requirements I calculated, associated with due diligence expenses, 10 

future improvements, and acquisition adjustment.  11 

Q. Briefly describe the presentation of your testimony and 12 

exhibits. 13 

A. My testimony discusses each issue identified through my 14 

investigation, and my exhibits consist of schedules detailing the 15 

calculation of the items listed above. Confidential Public Staff Sun 16 

Exhibit 1, Schedule 1 and Schedule 1-1 represent the calculation of 17 

the purchase acquisition adjustment. Confidential Public Staff Sun 18 

Exhibit 1, Schedules 2-1, 2-2, 2-2(a), and Public Staff Sun Exhibit 1, 19 

Schedule 2-3 represent the calculation of the revenue requirement 20 

for acquisition adjustments, future improvements, and due diligence, 21 

respectively. Public Staff Sun Exhibit 1, Schedule 2-4 represents the 22 
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calculation of the composite tax rate, rate of return, and gross up 1 

factor.  2 

Q. Please explain your calculation of net plant in service and how 3 

it compares the amount calculated by Red Bird. 4 

A. My calculation of the total net plant in service for this proceeding is 5 

$19,046 ($6,944 for water operations and $12,102 for sewer 6 

operations) based on my review of the Commission’s Order 7 

Approving Transfer in A&D’s Transfer in Docket No. W-1049, Sub 16 8 

(Sub 16) issued on July 23, 2013; the Commission’s Order Granting 9 

Adjustments In Rates in A&D’s last rate case in Docket No. W-1049, 10 

Sub 18 (Sub 18) issued on August 13, 2014; Red Bird’s application, 11 

testimony, and discovery responses; and recommendations from 12 

Public Staff witness Franklin. The calculations of net plant in service 13 

for each of the thirteen systems are shown in Public Staff Sun Exhibit 14 

1, Schedule 1-1. 15 

Red Bird witness Josiah Cox testified on page 25, lines 3-4 of his 16 

direct testimony that based on A&D’s supporting documentation as 17 

well as the Company’s understanding of Public Staff’s valuation, the 18 

rate base value of assets to be acquired from A&D is $43,321.64.  19 

The Public Staff disagrees with the estimated rate base amount in 20 

witness Cox’s direct testimony because the Company was unable to 21 

provide sufficient supporting documentation to substantiate the value 22 
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of the plant asset, such as invoices or workpapers, per the 1 

Company’s response to the Public Staff’s Data Requests.  2 

Q. Please explain your calculations of the acquisition adjustment. 3 

A. The Public Staff’s calculation of the total purchase acquisition 4 

adjustment is [BEGIN CONFIDENTIAL]  [END 5 

CONFIDENTIAL]. This was determined by deducting the Public 6 

Staff’s calculated total net plant in service of $19,046 from the 7 

purchase price of [BEGIN CONFIDENTIAL]  [END 8 

CONFIDENTIAL] The calculations for purchase acquisition 9 

adjustment for each of the thirteen systems are shown in Confidential 10 

Public Staff Sun Exhibit 1, Schedule 1.   11 

Q. Have you calculated the estimated revenue requirement 12 

associated with the acquisition adjustment? 13 

A. Yes. If the acquisition adjustment as calculated by the Public Staff is 14 

included in rate base, the total estimated revenue requirement for the 15 

thirteen systems is [BEGIN CONFIDENTIAL]  [END 16 

CONFIDENTIAL] The purchase price was allocated to each of the 17 

thirteen systems based on revenue percentage for each system as 18 

calculated by Public Staff witness Franklin. The calculations for each 19 

of the thirteen systems are shown in Confidential Public Staff Sun 20 

Exhibit 1, Schedules 2-1.  21 
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Q. Have you calculated the estimated revenue requirement 1 

associated with the due diligence expenses? 2 

A. Yes. If the due diligence expenses requested by the Company are 3 

included in a general rate case, the total estimated revenue 4 

requirement for the thirteen systems is $45,835. The total due 5 

diligence cost of $377,528 was allocated to each of the thirteen 6 

systems based on the number of customers as calculated by Public 7 

Staff witness Franklin. The calculations for each system are shown 8 

in Sun Exhibit 1, Schedules 2-3.  9 

Q. What depreciation rate did you utilize in calculating the 10 

estimated revenue requirements associated with the 11 

acquisition adjustment and due diligence?  12 

A. The Public Staff has historically utilized a composite depreciation 13 

rate to calculate the estimated revenue requirement for both the 14 

acquisition adjustment and due diligence expenses. However, due 15 

to the complexity of A&D’s thirteen systems, three of which have 16 

plant in service that has fully depreciated and two other systems that 17 

have Contributions in Aid of Construction (CIAC) amounts greater 18 

than plant in service, utilizing the composite depreciation rate for 19 

each system to calculate the estimated revenue requirement for both 20 

acquisition adjustment and due diligence expenses will not be 21 

representative of an ongoing amount for depreciation and 22 

amortization expense. Thus, the Public Staff utilized an annual 23 
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depreciation rate of 4%, which it deems to be an appropriate 1 

estimation for the thirteen systems to calculate the estimated 2 

revenue requirement for both the acquisition adjustment and due 3 

diligence expense.  4 

Q. Have you calculated the estimated revenue requirement 5 

associated with future improvements to the Red Bird water and 6 

wastewater systems? 7 

A. Yes. Based on the information from the Company, the estimated 8 

future capital investment is $1,761,150.  9 

Based on these estimates, the total revenue requirement associated 10 

with future improvements to the thirteen water and wastewater 11 

systems would be $271,292. The calculations for revenue 12 

requirements for each of the thirteen systems are shown in 13 

Confidential Sun Exhibits I, Schedules 2-2. 14 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 15 

A. Yes, it does.16 



 



 

APPENDIX A 
 
 

QUALIFICATIONS AND EXPERIENCE 

KUEI FEN SUN 

 I graduated from North Carolina State University with a Master of Science 

in Accountancy in 2010. Prior to joining the Public Staff, I worked in state 

government and the private sector in North Carolina for 14 years as an external 

and internal auditor. 

I am responsible for (1) examining and analyzing the applications, 

testimony, exhibits, books and records, and other data presented by utilities and 

other parties involved in Commission proceedings; and (2) preparing and 

presenting testimony, exhibits, and other documents for presentation to the 

Commission in those proceedings. 

Since joining the Public Staff in September 2021, I have performed several 

audits and presented testimony and exhibits before the Commission regarding a 

range of electric, natural gas, and water and sewer topics, general rates, quarterly 

earnings, annual review, and riders. I have filed testimony and exhibits regarding 

the C&P Enterprises, Inc. general rate case, the Water and Sewer Investment 

Plans of Carolina Water Service, Inc. of North Carolina and Aqua North Carolina, 

Inc. and reviewed transfer and contiguous extension filings. I have worked on 

electric rider rate proceedings, particularly in program cost review of demand-side 

management and energy efficiency (DSM-EE) programs for DEC, DEP and DENC, 



 

the Joint Agency Asset Rider proceeding (JAAR), the Existing Demand Side 

Management Program Rider, the Bulk Power Marketing Rider (BPM), and the 

review of New River Light and Power Purchase Power Adjustment (PPA). I also 

assisted on the Performance-Base Regulation (PBR) for DEC and DEP.  
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CERTIFICATE OF SERVICE 

I certify that a copy of the foregoing has been served on all parties of record 

or their attorneys, or both, in accordance with Commission Rule R1-39, by United 

States Mail, first class or better; by hand delivery; or by means of facsimile or 

electronic delivery upon agreement of the receiving party. 

This the 6th day of March, 2024. 

Electronically submitted 
/s/ Davia A. Newell 
Staff Attorney 


