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1
2 PROCEEDI NGS
3 (Transcript follows in sequence from Vol une
4 3.)
5 CHAI RMVAN BROWN:  Good norni ng, everyone. |
6 hope you had a well-rested evening last night. And
7 it's election day, so in the spirit of election
8 day, | hope you all are excited to be done by 4:30
9 tonight. W do have to be out of the facility by
10 4: 30.
11 So just a reminder to all the parties here to
12 pl ease avoid duplicative, repetitive cross. W
13 have four rebuttal w tnesses and one direct left.
14 Where we recessed yesterday, | believe M. Deason
15 was going to take the stand; is that correct, M.
16 Wi ght ?
17 MR. WRI GHT: Yes, Madam Chairman, that's
18 correct.
19 CHAl RMAN BROWN:  All right. M. Deason,
20 wel cone.
21 THE W TNESS: Thank you.
22 CHAI RMAN BROWN:  Nice to see you down here in
23 t he Keys.
24 THE WTNESS: It's nice to be here.
25 CHAI RMAN BROWN: Great. Were you sworn in
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1 yest er day?
2 THE WTNESS: | was.
3 CHAI RMAN BROWN:  Thank you.

4 Wher eupon,

5 J. TERRY DEASON

6 was called as a wtness, having been previously duly

7 sworn to speak the truth, the whole truth, and nothing

8 but the truth, was exam ned and testified as foll ows:

9 CHAl RMVAN BROWN: M. Wight, we will be

10 reconvening the hearing at this tine. You have the
11 floor.

12 MR, WRI GHT: Thank you, Madam Chai r man.

13 EXAM NATI ON

14 BY VMR WRI GHT:

15 Q Good norning, M. Deason.
16 A Good nor ni ng.
17 Q Pl ease state your nanme and busi ness address

18 for the record?

19 A Yes, ny nane is Terry Deason. M/ business

20 address is 301 South Bronough Street, Suite 200,

21 Tall ahassee, Florida, 32301.

22 Q And are you the sane Terry Deason who prepared
23 and caused to be filed in this proceedi ng direct

24  testinony consisting of 18 pages?

25 A Yes.
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1 Q Do you have any changes or corrections to nmake
2 to your direct testinony?

3 A No.

4 Q If | were to ask you the questions contained

5 therein today, would your answers be the sanme?

6 A Yes.

7 Q And do you adopt this as your sworn testinony

8 to the Florida Public Service Comm ssion today?

9 A | do.

10 MR. WRI GHT: Madam Chairman, | ask that M.

11 Deason's prefiled direct testinony be entered into
12 the record as though read.

13 CHAl RVAN BROAN:. W will go ahead and inserted
14 M. Deason's prefiled direct testinony into the

15 record as though read.

16 (Prefiled testinony inserted into the record

17 as though read.)
18
19
20
21
22
23
24

25
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 150071-SU,
KW RESORT UTILITIES CORPORATION RATE CASE
DIRECT TESTIMONY OF J. TERRY DEASON
September 14, 2016

Please state your name and business address.
My name is Terry Deason. My business address is 301 S. Bronough

Street, Suite 200, Tallahassee, FL 32301.

By whom are you employed and what position do you hold?
| am a Special Consultant for the Radey Law Firm, specializing in the
fields of energy, telecommunications, water and wastewater, and public

utilities generally.

Please describe your educational background and professional
experience.

I have thirty-nine years of experience in the field of public utility
regulation spanning a wide range of responsibilities and roles. | served
as a consumer advocate in the Florida Office of Public Counsel (“OPC")
on two separate occasions, for a total of seven years. In that role, |
testified as an expert witness in numerous rate proceedings before the

Florida Public Service Commission (“Commission” or “PSC”). My tenure

Docket No. 150071-WU Page 1 Witness: J. Terry Deason
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of service at OPC was interrupted by six years as Chief Advisor to
Florida Public Service Commissioner Gerald L. Gunter. | left OPC as its
Chief Regulatory Analyst when | was first appointed to the Commission
in 1991. | served as Commissioner on the Commission for sixteen |
years, serving as its chairman on two separate occasions. Since retiring
from the Commission at the end of 2006, | have been providing
consulting services and expert testimony on behalf of various clients,
including public service commission advocacy staff and regulated utility
companies. | have also testified before various legislative committees
on regulatory policy matters. | hold a Bachelor of Science Degree in
Accounting, summa cum laude, and a Master of Accounting, both from

Florida State University.

For whom are you appearing as a withess?

| am appearing as a witness for Monroe County.

What is the purpose of your testimony?

The purpose of my testimony is to discuss Florida's regulatory policy of
establishing rates on appropriate test years and the need for the correct
matching of investment, expenses, and revenues in those test years. |
refer to this principle as the “matching principle.” Recognizing that a
utility’s revenues are simply its sales (e.g., kilowatt-hours of electricity, or

gallons of water or wastewater service provided to customers) times its

Docket No. 150071-WU Page 2 Witness: J. Terry Deason
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rates, it is clear that the “matching principle” requires that rates be
determined using the utility’s allowed revenues (referred to as its
“revenue requirements” in regulatory terminology) and its sales units

from the same time period in which the rates will be in effect.

Are you sponsoring any exhibits?

Yes. | am sponsoring Exhibit JTD-1, which is my curriculum vita.

How is your testimony organized?

My testimony is organized into three parts. First, | provide a brief
overview of the regulatory compact that provides the foundation for the
setting of rates for a regulated utility. Second, | discuss the need for test
years when setting rates. Third, | discuss the need for appropriate

adjustments to comply with the matching principle.

. Regulatory Compact
What is the regulatory compact?
The regulatory compact is an implied contract that exists between a
regulated public utility, its regulators, and its customers. It lays the
foundation for regulation and balances the interests (and risks) of all
stakeholders. It has been employed to characterize the set of mutual
rights, obligations, and benefits that exist between the utility and its

customers. These rights, benefits, and obligations are supervised and

Docket No. 150071-WU Page 3 Witness: J. Terry Deason
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enforced by regulatory utility authorities such as the Florida PSC.

Q. How does the regulatory compact balance the interests of the utility

and its customers?

A. Under the regulatory compact, the interests of the utility and its

customers are balanced by the following considerations:

o A regulated utility has the obligation to provide reliable and cost-
effective service to its customers. To fulfill this obligation to serve,
the utility must deploy needed capital and obtain the labor,
materials, and supplies necessary to operate and maintain its
system to serve its customers. Inherent in this obligation is a
responsibility to manage costs and mitigate risks where
reasonably possible.

e Correspondingly, the utility is granted a monopoly in its service
area, and its rates are set by the utility commission (the PSC in
Florida) to recover all of the utility’s reasonable and prudent
operating and maintenance costs and to provide fair
compensation for its capital investments.

o All utility investments are subject to a determination of prudence,
based on the reasonably anticipated costs, risks, and benefits of
said investment that are known or reasonably known at the time
that the investment is made. Concomitant with this principle is
that future changed circumstances that can be known and applied

Docket No. 150071-WU Page 4 Witness: J. Terry Deason
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only in hindsight are not a valid basis to reverse a previous
determination of prudence.

All prudently incurred investments that are used and useful in
providing service are to be afforded rate recovery treatment, both
in the form of a reasonable return on the investment and a
reasonable return of the investment, generally over the useful life
of said investment. The return on investment refers to the
interest expense and the return on the equity investment made by
the utility’s owners or shareholders. The return of investment
refers to the allowance for depreciation of the capital assets over
time, where such allowance is also built into the utility’s rates. Itis
useful to think of the depreciation allowance as the principal
component of a mortgage payment, and the interest expense and
return on equity as being comparable to the interest component of
a mortgage payment, made to fairly compensate the lender for
the use of its money.

The reasonable rate of return is a necessary cost to provide
service and should be set at a level to adequately compensate
investors for the risk of their investment and to be fair to
customers on whose behalf the capital is deployed. Inherent in
this principle is the expectation that customer and investor
interests are balanced in a fair and symmetrical manner.

While the reasonable return on investment is not guaranteed,

Docket No. 150071-WU Page 5 Witness: J. Terry Deason



10

11

12

13

14

15

16

17

18

19

20

21

22

23

523

there is an expectation that rates will be set to afford a utility a
reasonable opportunity to actually earn its authorized rate of
return.

e The reasonable rate of return is set and monitored to fall within an
established band, so that the return is neither excessive nor
deficient.

These considerations are part of the regulatory compact that has been
the foundation of fair and effective utility regulation in this country for

decades.

What is the role of the PSC in setting the utility’s rates under the
regulatory compact?

From the utility’s perspective, the PSC (in Florida or anywhere else) is
responsible to set rates that allow the utility to recover its reasonable
operating and maintenance costs and the opportunity to recover its
interest costs and earn a reasonable return on the owners’ or
shareholders’ investment in capital assets. From the customers’
perspective, the PSC is responsible to set rates based on the
reasonable and prudent costs of providing service. In Florida and
elsewhere, this standard is frequently articulated as requiring rates to be

fair, just, and reasonable.

Docket No. 150071-WU Page 6 Witness: J. Terry Deason
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. Test Year Considerations
How does the PSC determine the amount of revenues to be
generated from a utility’s rates that will allow the utility to recover
its operating costs and reasonable interest expense, and that, in
turn, will also produce the targeted reasonable rate of return on the
equity investment of the utility’s owners or shareholders?
A representative test year is used to determine the amount of revenues,
expenses, and investments that are representative of operations during
the time that rates will be in effect. The selected test year can either be
historic, with needed adjustments to make it representative, or it could
be a fully projected test year, again with any adjustments necessary to
make it representative of operations during the time that rates will be in
effect. The critical requirements are that the test year, whether historic
or projected, must be representative of the period in which rates will be
in effect, and that the key variables — investments, expenses, revenues,
and sales — used in setting rates are all representative of the same time

period.

Does the Commission have a policy on the selection of a test year?
Yes, the Commission has a policy of requiring utilities to demonstrate the
appropriateness of any selected test year and the standard is one of
being representative of anticipated operations, costs, investments,

revenues, and sales during the time period in which the rates will be in

Docket No. 150071-WU Page 7 Witness: J. Terry Deason
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(1) Prior to the filing of an application for a general rate
increase, a utility shall submit to the Commission a written

request for approval of a test year, supported by a statement

of reasons and justifications showing that the requested

test _year is representative of utility operations. The

Commission Chairman will then approve or disapprove the
request within 30 days from the receipt of the request. In
disapproving the requested test year, the Chairman may
suggest another test year. Within 30 days of the Chairman’s
approval or disapproval of a test year, upon request of any
interested person the full Commission may review the

Chairman’s test year decision.

| added the emphasis in the cited provision to demonstrate the

Commission’s recognition of the importance of having a test year that is

representative of the utility's operations during the time period in which

rates will be in effect,

Similarly, for electric utilities, the Commission has adopted Rule

25-6.140 (1)(a), in which a requesting utility must provide:

An explanation for requesting the particular test period. If

an historical test year is selected, there shall be an

Docket No. 150071-WU Page 8 Witness: J. Terry Deason
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explanation of why the historical period is more
representative of the company’s operations than a
projected period. If a projected test year is selected, there
shall be an explanation of Why the projected is more

representative than an historical period . .. ..

Q. Has the Commission defined the appropriate use of a test year for a

water and sewer utility company?

A. Yes. Inits Order No. 15725, addressing a petition for an increase in

water and sewer rates by Martin Downs Utilities, Inc., the Commission

stated:
The test year is an analytical device used in ratemaking
proceedings to compute current levels of investment and
income in order to determine the amount of revenue that
will be required to assure a company a fair return on its
investment. Test year data must be adjusted to properly
reflect conditions in the future period for which rates are
being fixed. Based upon historical data we anticipate
Martin Downs will continue to experience a rapid growth of
demand for its services. Therefore, we believe a projected

test year is appropriate in this case.

Docket No. 150071-WU Page 9 Witness: J. Terry Deason
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In your opinion, is this appropriate utility regulatory policy? Why
or why not?

Yes, this is the essence of sound and appropriate regulatory
ratemaking policy, because it ensures that the rates charged by

the utility will produce the revenues needed to cover the utiltiy’s

costs of providing service and a reasononable return on and of its
investment. This is the essence of determining rates that are fair,
just, and reasonable. If rates were set using non-representative

cost, investment, or sales data, they would likely be unfair, unjust,

or unreasonable, or all of the above, to either the utility or its

customers.

Does the Commission have a preference for projected versus
historic test years?

For electric utilities, the Commission has primarily relied on projected
test years, especially after the Florida Supreme Court addressed their
use back in 1983. Nevertheless, the Commission still relies on test
years, either historic or projected, that are most representative of future
utility operations and has placed the burden on requesting utilities to so

demonstrate.

What did the Florida Supreme Court say on the subject?

In an appeal of a Commission order taken by the Southern Bell

527
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Telephone and Telegraph Company in 1983, 443 So.2d 92, the Court
stated:

Nothing in the decisions of this Court or any legislative act

prohibits the use of a projected test year by the

Commission in setting a utility’s rates. We agree with the

Commission that it may allow the use of a projected test

year as an accounting mechanism to minimize regulatory

lag. The projected test period established by the

Commission is a ratemaking tool which allows the

Commission to determine, as accurately as possible, rates

which would be just and reasonable to the customer and

properly compensatory to the utility.
Thus, the Court has recognized that the Commission may utilize
ratemaking tools that minimize regulatory lag and determine, as accurately
as possible, rates that are just and reasonable during the time period that

the rates will be in effect.

Q. The Court mentioned regulatory lag. What is it?

Regulatory lag is the difference in time between when rates should be

changed and when new rates can be implemented.

Q. Does regulatory lag always mean that rates are lower than they

should be for longer than is necessary?

Docket No. 150071-WU Page 11 Witness: J. Terry Deason
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No. Regulatory lag will exist either when rates are lower than they should
be, exposing the utility to not recovering its costs and earning an adequate
return, or when rates are higher than they should be, exposing customers
to paying rates that are higher than justified by the utility's costs. In other
words, regulatory lag cuts both ways. If rates are not based upon the
most appropriate test year information, the utility could quickly experience
either underearnings or overearnings soon after the new rates are
implemented. That is why it is important that rates be set as close as
possible to what a representative test year shows is the relationship
between investment, expenses, and revenues during the time that rates

will be in effect. This minimizes regulatory lag in both directions.

Has the Commission previously addressed the need to adjust the
test year to prevent possible overearnings?

Yes. In a staff-assisted rate case for Burkim Enterprises, Inc., Docket No.
010396-WS, the Commission opted to use a projected test year, citing the
potential for overearnings if rates were set only on historical information.
In its Order No. PSC-01-2511-PAA-WS, the Commission stated:

For audit purposes, we selected a historical test year
ending May 31, 2001. Because the utility is growing at an
exceptionally high rate (29 connections per year), rates
based on historical data alone will be significantly different

than rates based on current or even future conditions, and

Docket No. 150071-WU Page 12 Witness: J. Terry Deason
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the potential for overearning exists if a projected test year is
not used. We find that a projected test year ending May 31,
2003 is appropriate in this case and will better match

increasing revenues with the high level of DEP required pro

forma additions that are being approved.

What is the test year proposed by KW Resort Utilities Corporation in
its request for increased rates in this case?

The requested test year is the historic year ended December 31, 2014,
with significant adjustments for pro forma plant additions and increased
pro forma expenses in the future. As this case has developed, the PSC
has issued a proposed order that will have customers pay one set of rates,
called “Phase | rates,” for the period beginning in April 2016, and another
set of rates, called “Phase Il rates,” for the period beginning sometime in
2017 when KWRU'’s new wastewater treatment plant comes into service.
My understanding is that the utility has also asked that its new rates
include the costs of a new air vacuum tank that is expected to come into
service in roughly the same time frame as the new treatment plant, but the
utility did not include the costs of the new tank in its original filing for a rate

increase.

Does Monroe County object to this test year?

Monroe County does not object to the selected test year per se. Monroe

Docket No. 150071-WU Page 13 Witness: J. Terry Deason
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County does object to pro forma adjustments (or a lack of certain pro
forma adjustments) which results in a test year that is not representative of
future operations and that violates the matching principle by not properly
matching KWRU’s costs with its sales during the time periods in which the

utility’s rates will be in effect.

ll. The Matching Principle

What is the matching principle?
From an accounting standpoint, the matching principle requires a
company to match expenses with related revenues in order to accurately
report a company’s net income for any given time interval of financial
reporting. This same principle also applies to the amount of investment,
expenses, and revenues reported in a regulated utility's test year used to
prospectively set rates.

From a regulatory ratemaking standpoint, the matching principle
requires that the utility’s rates be set using the utility’s costs, investments,
revenues, and sales units from the same time period, and that they be

representative of the time period in which the new rates will be in effect.

If the matching principle is not followed, can distortions result?
Yes. For example, if a hypothetical company attempted to inappropriately
report current year revenues as being applicable to a future year in an

attempt to reduce a current tax liability, a distortion would result which

Docket No. 150071-WU Page 14 Witness: J. Terry Deason
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would not be viewed favorably by the Internal Revenue Service.

Likewise, if a hypothetical company attempted to inappropriately
include revenues properly attributable to a future period in its current
year's results in an attempt to inflate its earnings, a distortion would result
that would likely get the attention of its auditors and perhaps the Securities
and Exchange Commission.

And in the world of utility ratemaking, if a utility or its public utility
regulatory authority did not properly match its revenues and sales with the
amount of anticipated investment and expenses, a distorted test year that
is not properly representative would be the result. If not corrected, this

would almost certainly result in rates that are not fair, just and reasonable.

Is the amount of investment, expenses, and revenues included in a
test year important to the matching principle?

Yes. Utilities generally are capital intensive and have an obligation to
serve customers within their authorized territories. To meet this
obligation, utilities often have to make substantial investments that can
be driven by the need for modernization, the need to meet environmental
requirements, and the need to meet the demands of new customers
and/or increased demand from existing customers. In the situation
where additional investment is being made, or additional expenses are
being incurred, or both, to serve a growing customer base or growing

customer demands for service, or both, it is imperative that rates be set

Docket No. 150071-WU Page 15 Witness: J. Terry Deason
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taking into consideration the additional revenues that will be produced.

In the simplest terms, revenues are equal to units sold times rates; for
any given level of revenues authorized by the PSC, the lower the
amount of sales units used to calculate rates, the higher the utility’s rates
will be. This was the conclusion reached by the Commission in the

Burkim case | earlier referenced.

Is it appropriate for the Commission to recognize the additional
revenues that will be produced by KW Resort’s additional
investments?

Yes. This will result in a better matching and would be consistent with
good ratemaking policy and previous decisions of the Commission and the

Florida Supreme Court.

How should this be accomplished?

The amount of test year revenue should be increased to properly account
for the amount of revenue that will be generated at existing rates due to
increased customer usage. This will better indicate the amount of any
revenue deficiency that may exist at existing rates. Once the correct test
year revenue requirements are determined, the utility’'s new rates should
be set using the new, current-billing-period billing determinants to
generate the amount of revenues needed to afford a reasonable

opportunity for KW Resort to recover its reasonable and prudent operating

Docket No. 150071-WU Page 16 Witness: J. Terry Deason
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costs and to earn its authorized rate of return on its prudent investments.

If there is credible evidence that the gallonage of wastewater treated
and billed by KWRU is likely to be greater in 2017 than in 2016,
should the Commission take that evidence into account when setting
KWRU’s rates in this case?

Yes. This is particularly important in this instance because the new Phase
Il rates will likely not be implemented until March or April of 2017, which
should be contemporaneous with KWRU’'s new WWTP coming on line to
serve customers. Accordingly, greater usage in 2017, when the new plant
that is driving the need for new rates is actually on line and providing
service, strongly indicates that rates should be based on such greater
usage. Otherwise, in my opinion, KWRU's rates would likely not be fair,

just, and reasonable.

Have you quantified these adjustments to account for increased
customer usage?

No. The purpose of my testimony is to address the policy reasons for
making the needed adjustments. The quantifications are supported in the
testimony of Witness Patricia Merchant, who is testifying on behalf of the

Citizens of the State of Florida, represented by their Public Counsel.

Docket No. 150071-WU Page 17 Witness: J. Terry Deason
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Please state the main conclusions of your testimony.
The Florida Public Service Commission has a longstanding regulatory
policy of establishing rates on appropriate test years, and this policy
recognizes the need to match the utility’s investment, expenses, and
revenues in those test years in order to ensure that the rates approved by
the PSC recover the costs incurred during the period or periods in which
those rates will be in effect. | refer to this principle as the “matching
principle.” Where a utility is experiencing significant growth in investment
and expenses to serve growth in customers’ demands for service, as is
the case with KWRU in this proceeding, it is critical that this matching
principle be followed in order to ensure, to the maximum extent possible,
that the utility’s rates are fair, just, and reasonable.

In conclusion, | strongly recommend that the Commission apply the
matching principle in this case to ensure that KW Resort’s rates are fair,

just, and reasonabile.

Does this conclude your testimony?

Yes, it does.

Docket No. 150071-WU Page 18 Witness: J. Terry Deason
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1 BY MR WRI GHT:
2 Q And, M. Deason, did you also prepare and
3 cause to be prefiled to your testinony one exhibit?
4 A | did.
5 MR, WRI GHT: Thank you, Madam Chai r man.
6 CHAI RMAN BROWN:  Thank you.
7 MR WRIGHT: [It's been marked. My exhibit
8 list is buried under here, but I wll nove it in at
9 the appropriate tine.
10 CHAI RMAN BROWN:  Thank you.
11 Staff, do you have questions for M. Deason?
12 M5. MAPP:  No, we do not.
13 CHAI RMVAN BROWN:  Ckay. M. Wight, opening.
14 MR, WRI GHT: Thank you.
15 BY MR WRI GHT:
16 Q M . Deason, please summarize your testinony to
17 the Comm ssioners in no nore than five m nutes.
18 A | get it, brief.
19 Comm ssi oners, good norning, all regul ated
20 utilities in Florida, including KAWRU, are regul ated
21 pursuant to the regulatory conpact. The regul atory
22 conpact is an inplied contract that exists between the
23 public utility, its regulators and its custoners.
24 Under the regulatory conpact, the interest of
25 the utilities and its custoners are bal anced, and an
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 essential elenent of this balancing is to set rates

2 which are just, fair and reasonable. Fair, just and

3 reasonabl e rates should allow the utility to recover al
4 prudent and necessary costs, and to provide a reasonabl e
5 opportunity to earn a fair return.

6 In order to set rates which are fair, just and
7 reasonabl e, Florida has a policy of using appropriate

8 test years. An appropriate test year can either be

9 hi storic or projected. Regardless of whether the test
10 year is historic or projected, it nust be representative
11 of the period in which the rates will be in effect.

12 This would include all the key variables in a test year,
13 nanely the | evel of investnent, expenses and revenues.
14 These vari abl es shoul d be representative of

15 the period, and be matched with each other. This would
16 be consistent wth the matching principle that | discuss
17 inny prefiled testinony. |f any of these variables are
18 not matched and not representative of the period in

19 which rates will be in effect, serious distortions can
20 result. These distortions would likely result in rates
21 that are not fair, just and reasonable.

22 If these distortions are significantly enough,
23 the rates would cause the utility to earn either above
24 or below this authorized return soon after the new rates

25 are inplenented. This would be inconsistent with the
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1 goal s of regulation, and would |ikely necessitate

2 additional rate be used the conpany regul atory | ack.

3 The Comm ssion was confronted with this

4 situation in a staff-assisted rate case invol ving Burkim

5 Uilities. In that case, the test year |evel of

6 revenues was not matched with the | evel of usage that

7 was believed to be achieved during the tine that the

8 rates would be in effect. The Conm ssion decided to use

9 projected data to correct this msmatch. | reference

10 this and other supporting cases in ny prefiled

11 testi nony.

12 In today's case, Monroe County and the Ofice
13 Public Counsel are providing testinmony that KAWRU wi |l | be
14 provi ding service to a growi ng custoner base, and that
15 this growmh will yield revenues greater than what exi st
16 in KANRU s historic test year. |If not corrected, this

17 would violate the matching principle, and would |ikely
18 result in rates that are not fair, just and reasonable.
19 To correct this msmatch, the anount of test
20 year revenues should be increased to properly account

21 for the anmount of revenue that will be generated from

22 the increased custoners. This amount of revenue shoul d
23 be used to determ ne any revenue deficiency that my

24 exist, and these current billing determ nants should be
25 used to establish the rates on a going forward basis.
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These rates would be fair, just and reasonable, and

d be sufficient to enable KWRU to earn a fair
n.

Thi s concludes ny sunmary.

MR, WRI GHT: Thank you, M. Deason.

Thank you, Madam Chairman. M. Deason is
avai l abl e for cross-exam nati on.

CHAI RMAN BROWN:  Ckay. Thank you, M. Wi ght.

And as a reminder to the parties, the order of
cross will be Ofice of Public Counsel, Harbor
Shores, followed by the utility and then staff.
And another rem nder is that there is no friendly
Cr0ss.

So with that, Public Counsel.

MR, SAYLER: Good norning, Madam Chair, Erik
Sayler with the Ofice of Public Counsel. | would
| ove the opportunity to cross you, but we are
aligned this tinme, so no further questions.

CHAl RVAN BROMN:  Thank you.

Har bor Shores.

M5. AKTABOWSKI: No questions. Thank you.

CHAI RVAN BROMN:  Thank you.

Utility.

MR. FRI EDMAN.  Thank you very nmuch. | do have

a few questions for M. Deason.
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1 EXAM NATI ON

2 BY MR FRI EDVAN:

3 Q M . Deason, have you ever testified in a water
4 sewer case?

5 A | hesitate because | nay have testified in a
6 water/sewer case when | was enployed with the Ofice of
7 Public Counsel, but that's been so many years ago that |
8 can't really specify what case it m ght have been.

9 Q Ckay. That is your background, is it not,

10 with the consuner advocate?

11 A Vll, | have background with the Public

12 Counsel's office and at the Florida Public Service

13 Conm ssion both as an aid to a conm ssioner and as a

14 conmm ssi oner.

15 Q Have you provided consultation services to

16 water and sewer utilities since you left the Conm ssion?

17 A No, | have not.
18 Q Is this the first case --
19 A No, let ne back up on that. Yes, | did

20 provi de sonme consulting services, not testinony, but

21 consul ting services.

22 Q kay. And who was that for?
23 A VW .
24 Q Al right. And in WVBI, do you recall whether

25 that case involved a historical projected test year?
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1 A | do not recall wth 100 percent accuracy. |
2 believe it was nost likely historic test year.
3 Q Ckay. And the WVBI case, there was a
4 substantial -- the utility had requested a substanti al
5 pro forma addition, had they not?
6 A | recall that pro forma additions were an
7 I ssue in the case.
8 Q Ckay. And in fact, the utility was requesting
9 a substantial pro forma addition for --
10 A Yes, as | recall, there was a storage tank,
11 there may have been sone other provisions. | think
12 there was sone retrofits necessary for the |line that
13 carried the water across the bridge to the island.
14 Q kay. And it involved the water plant
15 expansion as wel | ?
16 A You know, it may very well coul d have.
17 Q And in submtting that application to the PSC
18 did the utility submt that with a projected test year?
19 A No. As | indicated earlier, | believe it was
20 based upon a historic test year.
21 Q So at | east when your firmfiled that
22 application on behalf of WMSI, you did not attenpt, did
23 you, to inplenent this so-called matching theory?
24 A No, | disagree. The information provi ded was
25 a match. The -- because it was based upon historic test
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 year. And the facilities that were being pro fornad

2 into that historic test year, were not designed to

3 provi de service to additional custoners, but to maintain
4 the quality of service to custoners that already

5 existed, so there was not the m smatch that existed in

6 that case as is the case here presently.

7 Q So your understanding is that case didn't
8 I nvol ve any additional plant capacity?
9 A It would -- it's ny understanding that it

10 probably did, because if there is going to be additional
11 plant, it needs to be sized in an efficient nmanner. But
12 | do know that it was not being done for the servicing
13 addi ti onal custoner growth on the island.

14 Q It wasn't -- so are you saying it wasn't done
15 for that purpose but it was going to result in that?

16 A It could have a margin of reserve built into
17 the engineering of it such that if there were additional
18 custoners to cone to the island, that the plant would be
19 of sufficient size to serve those custoners.

20 Q Isn't it true that the Public Service

21 Conmmi ssion, at least in water and sewer cases, has

22 routi nely used projected test years -- | nean, used

23 historic test years with pro forma capital projects in
24  the expenses?

25 A Yes. | think that has been the case. And
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1 where necessary, the Comm ssion has al so used projected
2 data, or nade pro forma adjustnents to account for the
3 revenue growth that were, in cases where it was
4 justified.
5 Q Ckay. And if you set aside for the nonent,
6 the Burkimcase, which was a staff-assisted case, the
7 only other case that you pointed out is the Martin Downs
8 case, is that correct?
9 A That's the only other water or wastewater case
10 that | cite in ny testinony.
11 Q And nost of your experience, is it not, it's
12 in the industries other than water and sewer?
13 A | have nore experience in other industries,
14 but you have got to recall, or to be rem nded of the
15 fact that principles of regulation are the sane
16 regardl ess of whether or what industry it is. Wen you
17 are establishing fair, just and reasonabl e rates, these
18 principles cross industry lines, and the principle are
19 just that, they are principles, and they need to be
20 adhered to regardless of the industry.
21 Q Ckay. And so the reqgulation of all industries
22 are the sane? The regul ation under Chapter 366 is the
23 sanme as under 367, is that what you are telling nme?
24 A No, you are trying to put words in nmy nouth.
25 No, I"'min not saying that at all. Each industry has
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 I ndustry specific statutes, and the Conm ssion adheres

2 to those statutes, but there are principles of

3 regul ati on which go beyond just industry boundari es.

4 Q Al right. And doesn't 367.081 provide -- or
5 allow a utility to include in its historic test year

6 projects that are going to be placed in service up to 24
7 nonths after the end of the test year?

8 A Yes, | think that's correct.

9 Q All right. And are you aware that that sane
10 type statute applies in the electric industry, or the

11 gas industry, where you are also --

12 A You know, | don't think that specific |anguage
13 Is in the electric statute, but the electric industry

14 usually relies upon projected test years. And incunbent
15 on the use of projected test years, is that you project
16 into the future all aspects of the utility's operations,
17 not only the increased capital investnent, but the

18 I ncreases in custoners, and the revenues that those

19 I ncreased custoners will generate, and those are matched

20 in that projected test period.

21 Q Ckay. And that's true in the electric and gas
22 I ndustry alnost all the tine?
23 A No, | would say that under current regul ation,

24 at least the major investor-owned electric utilities, |

25 think without exception, utilize projected test years.
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1 Q Ckay. And you would contrast with the water

2 and sewer industry, where a majority of the -- not a

3 majority of, significant majority of the water and sewer
4 utility applications are filed with projected test years
5 pl us pro forma?

6 A | amsorry, | amgoing to ask you to repeat

7 t he questi on.

8 Q Yeah. | was contrasting what you were just

9 testified to about the fact that virtually all of the

10 el ectric and gas use projected test years. | was

11 contrasting that with your understanding that in the

12 water and sewer industry, the substantial nmajority of

13 cases are filed wwth an historic test year and pro

14 f orm?

15 MR WRI GHT: Madam Chai rman, | object. There
16 was no question there. It was testinony by M.

17 Fri edman.

18 CHAI RMAN BROWN: M. Friednman, can you

19 rephrase the statenent and nmake it a question?

20 MR FRIEDVAN: Al right.

21 BY MR FRI EDVAN:

22 Q Isn't it true that in the electric and gas
23 I ndustry, virtually all of the rate cases are filed
24 using a projected test year?

25 A That is true, and --
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1 Q All right. 1Isn't it -- go ahead. | don't

2 want to interrupt you.

3 A kay. That's true, and as | indicate in ny

4 testinony, it is also a principle of regulation that

5 regardl ess of whether it's going to be a historic test

6 year or a projected test year, the principle in the

7 standard is to nmake sure that the test year is

8 representative of operations during the tinme period when
9 rates will be in effect.

10 Q kay. And ny next questionis, isn't it also

11  true that in the water and sewer industry, substantially
12 all of the rate cases are filed as a historic test year

13 using pro formas?

14 A | think that's true. It doesn't nean that

15 there is an excuse there to not have the matching

16 principle in place, but | do agree that historic test

17 years are traditionally used by utility -- water and

18 wastewater utilities.

19 MR. FRI EDMAN. Okay. No further questions.
20 CHAI RMAN BROWN:  Thank you.
21 Staff.
22 M5. CRAWFORD: Staff has no questions.
23 CHAI RMVAN BROWN:  Comm ssi oner s?
24 Redi rect ?
25 MR, WRI GHT: Thank you, Madam Chairman. | do
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1 have brief redirect.

2 FURTHER EXAM NATI ON

3 BY MR WRI GHT:

4 Q You were asked sone questions by M. Friedman
5 regarding projected test years and pro form

6 adjustnments. |Is the sane result achieved if one were --
7 I f the Comm ssion were to use a pro forma adj ustnent of
8 sales in the test year as would be used in the projected
9 test year?

10 A | amsorry, | have to ask you to repeat the

11 guesti on.

12 Q You support the matching principle, and you

13 established that in your testinony to M. Friednan.

14 A Yes.

15 Q s the matching principle satisfied by using
16 pro forma sales projections for a test year w thout

17 necessarily using a fully projected test year?

18 A Yes, it is a tool that can be done to adhere
19 to the matching principle, and it can be done either but
20 projected test years or making the proper pro form

21 adjustnents in the historic test year.

22 Q M. Friedman asked you sone questions
23 regardi ng your experience in -- wth water and
24  wastewater cases. | think his questions focused on your

25 consul ti ng experience since you left the bench, is that
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1 what you -- how you understood his questions?
2 A Yes.
3 Q How many water and wastewater cases did you

4 deci de when you were sitting on the Conm ssion for 16

5 years?

6 A Too many to count, nost likely. |t was many.

7 Q M. Friedman al so asked sone questions about

8 your clientele, and whether you worked for a utility --
9 for regulated utilities. Is it fair to say that nost of
10  your testinony, since you |left the bench before the

11 Fl ori da Public Service Conmm ssion, has been on behal f of
12 regul ated el ectric conpani es?

13 A That's been the majority, not exclusively, but
14 that's been the mpjority of ny work.

15 Q And again, the regulatory principles that you
16 advocate, do they apply equally in electric, gas,

17 t el ecommuni cati ons, water and wast ewat er?

18 A Yes, they do.

19 MR, WRI GHT: Thank you, Madam Chai r man.

20 That's all the redirect | have.

21 CHAI RMAN BROWN:  Thank you.

22 And we have one exhibit here associated with

23 this witness, Exhibit 47, would you like that

24 noved?

25 MR WRIGHT: Yes, nma'am | would. Thank you.
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1 CHAI RMVAN BROWN:  Seei ng no objection, we wll
2 go ahead and nove Exhibit 47 into the record.
3 (Wher eupon, Exhibit No. 47 was received into

4 evidence.)

5 CHAl RVAN BROMWN:  And, M. Deason, you are

6 excused.

7 THE W TNESS: Thank you.

8 CHAI RMAN BROWN:  Thank you.

9 (Wtness excused.)

10 CHAI RMAN BROWN:  Ckay. Staff, we are on

11 Il eana Piedra, who has been stipul ated and excused.
12 Wul d you |li ke to address her testinony and

13 exhibits at this tinme?

14 M5. CRAWFCORD: Yes, Madam Chairman. Thank

15 you.

16 As you nentioned, the witness has been

17 excluded fromthis proceeding, so | would request
18 at this tinme that her prefiled testinony be entered
19 into the record as though read.

20 CHAl RMVAN BROWN: W wil|l go ahead and enter

21 Ms. Piedra's testinony into the record as though
22 read.

23 (Prefiled testinony inserted into the record

24  as though read.)

25
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
COMMISSION STAFF
DIRECT TESTIMONY OF ILIANA H. PIEDRA
DOCKET NO. 150071-SU
September 23, 2016

Q. Please state your name and business address.
A. My name is Iliana H. Piedra. My business address is 3625 N.W. 82nd Ave., Suite
400, Miami, Florida, 33166.
Q. By whom are you presently employed and in what capacity?
A. I am employed by the Florida Public Service Commission (FPSC or Commission)

as a Professional Accountant Specialist in the Office of Auditing and Performance

Analysis.
Q. Briefly review your educational and professional background.
A. I received a Bachelor of Business Administration degree with a major in

accounting from Florida International University in 1983. I am also a Certified Public

Accountant licensed in the State of Florida. I have been employed by the FPSC since

January 1985.
Q. Please describe your current responsibilities.
A. My responsibilities consist of planning and conducting utility audits of manual

and automated accounting systems for historical and forecasted data.

Q. Have you presented testimony before this Commission or any other
regulatory agency?

A. Yes. 1 filed testimony in City Gas Company of Florida’s rate case, Docket No.
940276-GU, the General Development Utilities, Inc. rate cases for the Silver Springs

Shores Division in Marion County and the Port Labelle Division in Glades and Hendry

-1-
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Counties in Docket Nos. 920733-WS and 920734-WS, the Florida Power & Light

Company’s storm cost recovery case in Docket No. 041291-El, the Embarq’s storm cost
recovery case in Docket No. 060644-TL, the K W Resort Utilities Corp. rate case in
Docket No. 070293-SU, the Fuel and Purchased Power Cost Recovery Clause in Docket
Nos. 120001-EI, 130001-EI and 140001-EI, the Nuclear Cost Recovery Clause in Docket
Nos. 130009-E1, 150009-EI and 160009-EI, and Florida Power & Light Company’s rate
case in Docket No. 160021-EI.

Q. What is the purpose of your testimony today?

A. The purpose of my testimony is to sponsor the staff audit report of K W Resort
Utilities Corporation (Utility) which addresses the Utility’s application for a rate increase.
This audit report is filed with my testimony and is identified as Exhibit IHP-1.

Q. Was this audit prepared by you or under your direction?

A. Yes, it was prepared under my direction.

Q. What audit period did you use in this audit?

A. We audited the historical twelve months ended December 31, 2014. We did not
audit any subsequent year.

Q. Please describe the work you performed in this audit?

A. The procedures that we performed in this audit are listed in the Objectives and
Procedures section of the attached Exhibit IHP-1, pages 4 through 8.

Q. Please review the audit findings in this audit report.

A. There were 17 audit findings reported in this audit and are found in the attached
Exhibit IHP-1, pages 9 through 42. They are summarized below.

Finding 1: __ Utility Plant In Service

Average UPIS should be reduced by $978,063, for the test year ended December 31,

2014. We audited the UPIS transactions from 2006-2014. We made adjustments to correct

2.
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for Commission Ordered Adjustments, to remove non-utility costs, to remove transactions
that should have been expensed, to remove transactions that we believe should be
recorded in a deferred asset account and amortized, to record retirements, and to remove
transactions already included in the UPIS balance in the prior rate proceeding. Details of
these specific adjustments can be found in the attached Exhibit.

The Utility’s proforma adjustments to UPIS in the filing are discussed in Finding 2.
Finding 2: __ Construction Work In Progress-Pro Forma Plant

The following finding was provided for staff’s consideration.

The Utility is booking the costs for the expansion of its wastewater treatment to UPIS
accounts instead of Construction Work in Progress. Audit staff reviewed invoices
totaling $303,382. Invoices totaling $158,151 were booked from February 2013 to
December 2014. Additional invoices totaling $144,984 were booked from January 1,
2015 to July 15, 2015, which is outside the test year.

Finding 3:  Land and Land Rights

The Utility reflected an addition of $6,000 to Account 353 - Land and Land Rights in
November 2014. The Utility states that this amount is for surveying costs to identify and
locate sewer mains that cross private property in its service territory. NARUC, Class B,
Wastewater Utility Plant Accounts, Account 353 - Land and Land Rights Sub-Item No.
11 states that surveys in connection with topographical survey and maps where such costs
are attributable to structures or plant equipment erected or to be erected or installed on
such land are not includable in this account. Therefore, audit staff believes that it is a
nonrecurring cost that should be reclassified to deferred asset account for survey fees and
amortized over five years to Operation and Maintenance Expense (O&M) Account 736 —

Contractual Services Other, per Rule 25-30.433(8), Rate Case Proceedings, and Florida
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Administrative Code (F.A.C.). Average rate base should be decreased by $185 and O&M

should be increased by $1,200 ($6,000/5), for the test year ended December 31, 2014.

Finding 4:  Contributions-In-Aid-of-Construction (CIAC), Accumulated

Amortization of CIAC and Amortization of CIAC

The net adjustment of $1,762,792 included in the filing includes an adjustment that
increases CIAC by $2,724,171 in year 2004. We reviewed the details for the adjustment
and determined that it contained the following two errors. The adjustment includes a
$293,058 addition for the Meridian West Apartments that was already included in the
prior order approved balance of $5,752,701. The adjustment schedule contains calculation
errors that overstate the needed adjustment by $14,062. Finding 1of our auditor’s report
reclassifies $10,000 from PIS Account 3612 — Collection Sewers Gravity to CIAC
Account 2711 to properly record a refund of capacity fees paid to a utility customer.
Therefore, the Utility’s CIAC Dbalance should be reduced by $297,120
($293,058+$14,062-$10,000), as of December 31, 2014. We recreated the Utility’s
amortization schedule to correct the CIAC amortization accrual calculation errors and
other small issues within the schedule. We included our adjustment that reduced CIAC
by $297,120. Based on our adjustments and recalculations, the Utility’s balance for
Accumulated Amortization of CIAC and CIAC Amortization Expense should be
decreased by $116,016 and $14,003, respectively, for the test year ended December 31,
2014.

Finding 5:  Accumulated Depreciation

The Utility calculates depreciation accruals on each specific asset listed within the asset
class rather than group depreciation as required by Rule 25-30.140 F.A.C. Applying the
Rule to the Audit UPIS balances reduces the Utility’s accumulated depreciation balance

of $6,055,721 by $83,006 to $5,972,716, as of December 31, 2014. Our calculations also

-4-
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reduced the Utility’s Depreciation Expense of $647,382 by $5,489 to $641,892, for the

test year ended December 31, 2014. Average accumulated depreciation and Depreciation
Expense should be reduced by $45,131 and $5,489, respectively, for the test year ended
December 31, 2014.

The Utility’s proforma adjustments to accumulated depreciation for the wastewater plant
expansion are included in Finding 2.

Finding 6:  Miscellaneous Deferred Debits

The following finding was provided for staff’s consideration.

Utility adjustments on Schedule B-3 in the filing reduced the Deferred Rate Case Expense
balance by $14,764 to reclassify accounting, legal and engineering fees, related to the
restatement of the 2007 - 2012 Annual Reports, to test year O&M;

The Utility’s filing includes proforma average adjustments of $467,625 and $62,000 on
Schedule A-17 as Miscellaneous Deferred Debits for the estimated costs to modify its
wastewater permit in conjunction with the wastewater plant expansion and one-half of the
estimated amortization of rate case expense. The year end estimates were $519,593 and
$156,000, respectively.

In Finding 1, we reduced UPIS by $30,090 for engineering cost related to the wastewater
permit modification and reclassified them to a deferred asset account for permit fees.
This balance was included in our analysis of deferred permit fees discussed in Finding 16.
In Finding 3, we reduced Land by $6,000 for survey fees to locate utility infrastructure
and reclassified them to a deferred asset account for survey fees which increases the test
year O&M by $1,200 ($6,000/5 years).

In Finding 11, we reclassified $4,668 ($1,863+$2,805) from test year O&M Expense to a

deferred asset account for accounting fees for the costs incurred to restate the 2007-2012
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Annual Reports which increases the test year O&M by $933 ($4,668/5 years). In Finding
16, we reduced the deferred asset account for permit fees by $42,157 to record the actual
permit cost incurred based on our review of supporting documentation which reduces the
test year O&M by $8,431 ($42,157/5 years).

The Utility’s adjustment to O&M expense for the Amortization of Miscellaneous
Deferred Debits should be reduced by $6,297 ($8,432-$1,200-$933), for the test year
ended December 31, 2014.

The Utility’s adjustment to Working Capital for Miscellaneous Deferred Debits should be
increased by $24,217 ($554,242-$467,625-$62,400), for the test year ended December 31,
2014.

Finding 7:  Working Capital

We reviewed the general ledger accounts contained within each of the Working Capital
component balances and recommend the following adjustments for this proceeding.

Accounts Receivable — Other

The balance of $24,029 represents the sum of a cash clearing account used to record
customer receivables other than metered services such as deposits and service availability
fees until paid. Finding 16 reclassifies a February 2014 credit entry of $43,415 from this
account to Account 433 — Extraordinary Income. The balance of the account will
increase by $43,214. Therefore, average working capital should be increased by $40,067.

Miscellaneous Current & Accrued Assets

The component balance of $13,125 is comprised of two general ledger accounts, Account
1740200 — Deposits Electric for $12,975 and Account 1740333 — Deposits Water for
$150. The Utility stated that these are deposits remitted to its electric and water service
providers that earn interest at a rate determined by the respective Utility boards.

Typically interest bearing accounts, such as these, are excluded from working capital
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unless the associated interest income is also included above the line in Revenues. The
utility did not include any interest income in revenues for this proceeding.  Therefore,
average working capital should be decreased by $13,422.

One-half Rate Case Expense

The rate case expense adjustment of $62,400 is calculated as one-half year of an
estimated total rate case expense of $124,800 for the instant proceeding. Finding 11
discusses the Utility’s balances for Other Miscellaneous Deferred Debits, Deferred Rate
Case Expense and includes balances for adjustments to a Miscellaneous Deferred Asset
account. Our total average adjustment increases Working Capital by $24,217.

The sum of our three adjustments increases the average working capital adjustment by
$50,842 ($40,067-$13,422+$24,217) for the test year ended December 31, 2014.

Finding 8: _ Capital Structure

The following finding was provided for staff’s consideration.

The Utility has included in Schedule D-5 of the filing a Note Payable to WS Utility Inc.,
for $852,903 at a six percent interest rate. There is no executed debt instrument for this
loan. The Utility explained that WS Utility Inc. was acting as a private lender at times
when financing was difficult and that no origination fees, points or closing costs were
charged. The Utility believes that a six percent per annum interest rate is reasonable due
to the risk associated with a loan of this nature.

The Utility has included a proforma adjustment for $3.5 million to Common Equity on
Schedule D-2 of the filing in anticipation of self-funding the wastewater plant expansion
entirely with equity.

A proforma adjustment to rate base of $3,378,186 was included on Schedule A-1 of the
filing. ($3,574,468 for UPIS & $196,282 for accumulated depreciation) Additional

information provided in the filing estimates that the wastewater plant expansion will cost

-7-
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approximately $3.5 million. The estimate was increased to $3.7 million in subsequent

information provided during our audit. The Utility has already spent approximately

$303,382, as of July 15, 2015. Additional information on the proforma adjustment is

provided in Finding 2.

Finding 9: Operating Revenues

Revenues should be increased by $34,677, for the test year ended December 31, 2014.

The adjustment is itemized as follows;

Decrease Accounts 52210, 52211 and 52212 - Residential and Commercial
Sewers by $15,804 based on our analysis of the Utility’s billing registers.

Increase Account 54120 - Effluent Sales by $2,602 based on our recalculation.
Increase Account 42110 - Monroe County Detention Center (MCDC) Income by
$19,550 for income related to cleaning the MCDC lift station which was included
above the line as Operating Revenues in the last rate case by Order No. PSC-09-
0057-PAA-SU.

Increase Account 42120 - Water Testing Income by $19,500 which represents
additional reclaimed water testing on a pro-rata basis according to use. The Utility
has two customers that purchase reclaimed water and directly reimburse the
Utility for the cost of the additional testing. Utility records indicate that the costs
for the extra tests are included in O&M expense. Therefore, this income should be
included above the line for the test year to match the revenues received with the
expense incurred.

Increase Account 42600 - Miscellaneous Income by $22,849 which represents the
income generated by the Utility for subcontractor work and income related to
reclassifying cash receipts such as non-sufficient funds, emergency services,

inspection fees and premise visits. Since these revenues are associated with work

-8-



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

558

performed by Utility employees, whose salaries and benefits are charged above
the line, we believe that the entire amount of $22,849 should be included in

revenues.

Finding 10: _Operations and Maintenance Expense

O&M Expenses should be reduced by $4,512, for the test year ended, December 31,

2014. The adjustment is itemized as follows;

Account 72000 — Materials and Supplies: On May 7, 2014, the Utility booked a
duplicate expense totaling $293 for the balance owed on an invoice for purchased
lift station and vehicle logo signs. The expense was allocated to this account for
$217 and to Account 7500 for $76. The Utility paid the invoice on May 8, 2014,
by check and subsequently voided the duplicated check. However, it did not
reverse the accrual entry for $217. This account should be reduced by $217 to
remove the accrual.

Account 7330 — Contractual Services — Legal: This represents two invoices
totaling $829 for legal fees incurred for a dispute with the Monroe County
Detention Center. These costs were recovered when a settlement was reach
during the test year. See Finding 15 for more information. This account should
be reduced by $829 to remove the recovered legal fees.

Account 7360 — Contractual Services — Other: On July 8, 2014, the Utility
remitted to the Florida Department of Revenue $296 for sales tax owed on several
Blaylock Oil Co. invoices. The invoices in question are not recorded in the test
year. Therefore, the sales tax paid should not be included in the test year because
it is considered out of period. This account should be reduced by $296.

Account 7500 — Transportation Expense: The Utility recorded a Chevron Gas

invoice totaling $1,005 to two separate vendor accounts within this expense
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account. The Utility confirmed that one of the entries was an error and stated that
the entry was corrected in 2015. This account should be reduced by $1,081
($1,005+$76) for the duplicate entries discussed here and in Account 7200 above.
Account 7600 - Advertising Expense: On August 11, 2014, the Utility contributed
$250 for Team Sponsorship. Charitable contributions such as this are considered
non-utility expenses per Rule 25-30.433 (6), Rate Case Proceedings, F.A.C. This
account should be reduced by $250.

Account 7750 — Miscellaneous Expenses: The Utility included thirteen invoices
each, for the Waste Management disposal fees and Sprint telephone services. The
extra invoices were bills for December 2013 that were paid in January 2014. The
invoices were for $147 Waste Management and $401 for Sprint, respectively. The
Utility included Rotary Club of Key West membership dues of $1,291 for the
Utility’s president. Order No. PSC-97-0847-FOF-WS, issued December 15, 1997,
determined that social club dues, such as these, are non-utility in nature and not

recoverable.

Finding 11: Test Year Adjustments to O&M Expense

The Utility test year adjustment to O&M Expense should be reduced by $6,276

($2,805+$1,862+$1,609), for the test year ended December 31, 2014. The Utility has

included the following adjustments in Schedule B-3 of the filing.

Contractual Services Engineer - $2,805. The invoice was for costs incurred in
2014 to compile and restate the Utility’s books and Annual Reports for the period
2007 through 2012. Therefore, we have removed $2,805 in accounting fees.

Contractual Services Accounting - $1,862. The invoice was for costs incurred in
2014 to compile and restate the Utility’s books and Annual Reports for the period

2007 through 2012. Therefore, we have removed $1,862 in accounting fees.
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o Contractual Services Legal - $1,609. The Utility could not provide any
documentation to support the legal fees of $1,609. Therefore they should be
removed.

o Outside Services — Other - $8,488. The invoice was for costs incurred to prepare
the Utility’s Annual Report. We concur that it should be included in test year
O&M expense.

e Adjustment to Amortize Other Deferred Expenses - $11,678. The adjustment
includes costs the Utility incurred in 2014 to compile and restate the Utility’s
books and Annual Reports for the period 2007 through 2012.

Finding 12: Proforma Adjustments to O&M Expense

The following finding was provided for staff’s consideration.

The Utility has included proforma adjustments in Schedule B-3 of the filing. The Utility
explained that these estimates are based on reviews conducted in previous years. We
received some documentation for the estimates for the Salary and Wages, Sludge
Disposal, Purchased Power and Chemicals. No documentation was received for the
remaining items. We believe the Commission Staff Engineer should review the proforma
adjustments.

Finding 13: _Contractual Service-Management Fee

The following finding was provided for staff’s consideration.

The Utility has included $60,000 in Account 73400 — Contractual Services Management
Fee. This represents a management fee from Green Fairways, Inc. The Utility explained
that Mr. Wiliiam L. Smith, President of Green Fairways, Inc. does not keep time records
and that he spends approximately twenty-five percent of his time on Utility matters. His
duties include supervision of company officers, financial planning, reviewing the

treatment of customers, employees and vendors. Also included in his responsibilities are
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reviewing the overall wastewater operations, planning for the expansion and dealing with
PSC rate and complaint matters.

The same fee was requested in the last rate case proceeding and was reduced by $30,000
by Order No. PSC-09-0057-PAA-SU. The Utility explained that the increased cost from
the $30,000 is significantly below the benchmark when compared to the increase in
number of customers and inflation.

Finding 14: Taxes Other Than Income

Taxes Other Than Income Expense should be reduced $115, for the test year ended
December 31, 2014. Based on our calculations, the Utility owes an additional Regulatory
Assessment Fee (RAF) amount to the Commission of $518, which represents the
difference between reported revenues on its RAF filing and the actual revenues
determined in Finding 9. (($1,528,004-$1,516,486) x 4.50%)

Finding 15: Monroe county-proceeds Received from Settlement of Dispute

On April 17, 2013 the Utility filed a complaint against Monroe County, Florida, with the
Commission over the collection of excess capacity reservation fees as provided in the
Parties’ Utility Agreement executed on August 16, 2001. Docket No. 130086-SU was
opened on April 18, 2013 to adjudicate the matter.

On December 13, 2013, an executed settlement agreement to resolve all of the
outstanding issues was executed by the Parties. The agreement was entered into the
docket file on February 17, 2014, with the Utility’s voluntary withdrawal of its initial
complaint. Order No. PSC-14-0150-FOF-SU, issued April 3, 2014, acknowledged the
voluntary dismissal of the Utility’s complaint with prejudice and closed the docket.

The Utility received $500,000 in compensation and in exchange the Parties agreed that all
outstanding issues pertaining to the complaint were resolved. The Utility posted the

$500,000 of funds received to the following accounts.
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Account 14200 - Account Receivable Other

The Accounts Receivable Other amount was described by the Utility as an offset to
recognize prior unbilled wastewater service provided to the Monroe County Detention
Center (MCDC). The Utility contacted the Florida Keys Aqueduct Authority (FFAA), the
potable water provider for the Utility’s customers, in April 2009 concerning questionable
water consumption history for MCDC. The Utility believed that FKAA was providing
inaccurate readings and that the MCDC was using more water than what was being
reported. The Utility continued to periodically contact FKAA concerning the water
readings and was told that they were correct. In November 2011 FKAA concurred that
there was an issue with the water consumption readings due to an employee’s incorrect
interpretation of the consumption readings. This resulted in under billings for the period
April 2009 through April 2011. The issue was considered resolved as of June 14, 2011.
The estimated unpaid sewer usage totaled $43,415. We do not believe that this is
appropriate accounting treatment for the compensation received in an unrelated incident.
The perceived income that the Utility would have received was for prior periods.
Additionally, the income was never recorded as receivable in the general ledger.
"i“herefore, there is no balance in a receivable account to offset when recorded.

NARUC USOA, Income Accounts, Account 433 — Extraordinary Income, states, upon
approval of the regulatory authority this account shall be credited with non-typical, non-
customary, infrequently recurring gains, which would significantly distort the current
years income computed before extraordinary items. We believe that the $43,415 should
be considered as extraordinary revenue and reclassified from Account 1420 to Account
4330 per our discussions above. Additionally, the $43,415 should also be considered as a

regulatory revenue recovery and be subject to RAFs. The effect of reclassifying of
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$43,415 from Account 1420 is also discussed in Finding 7. The amount of RAF owed the
Commission would be $1,954 ($43,415x4.50%).

Account 27110 - CIAC

The CIAC amount of $367,740 was derived by multiplying the estimated outstanding
Equivalent Dwelling Units (EDU) of 136.2, times the authorized capacity reservation
tariff of $2,700.

We traced this amount to the CIAC account in this proceeding with no exception noted.

Account 41900 — Non-Utility Income

The Utility explained that the $88,845 posted to Account 4190 represents $76,463 of legal
fees incurred for the dispute and $12,382 of monies withheld from the South Stock Island
Capacity Reservation and Infrastructure Contract (CRI), an ancillary issue within the
dispute. The Utility believes that $88,845 should be used to offset the costs that it
incurred to pursue this matter. We agree that the legal fees incurred for the dispute should
be offset by the compensation.

The Utility provided two schedules of legal expenses totaiing $76,463. We obtained and
reconciled each invoice on the schedule to the respective years’ general ledger. The first
invoice was recorded in January 2004 and the last invoice was recorded in March 2014.
We found that $829 of the legal expenses is recorded in the test year 2014. Finding 10
removes these legal fees from test year O&M expense since they are being offset by
proceeds received in the settlement.

The Utility’s initial complaint over the CRI Contract as part of the overall dispute exceeds
the $12,382 included as non-utility income. The amount recorded represents the
remaining portion of the $500,000 settlement after accounting for the known CIAC,
unpaid sewer usage and tﬁe legal expense invoices. Therefore, there was no

documentation to support this amount.
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Finding 16: Wastewater Treatment Plant Permit Modification Fees

On April 1, 2014 the Utility filed an application with the Florida Department of
Environmental Protection (FDEP) for authorization to substantially modify the operation
of its wastewater treatment plant by increasing wastewater flows from 0.499 million
gallons per day (MPG) to 0.849 MGP. The existing permit was issued on February 20,
2012, with an expiration date of February 19, 2017. The modification is a necessary
component of Utility’s project to expand the wastewater treatment plant to comply with
the requirements for advanced wastewater treatment (AWT) mandated by FDEP for the
Florida Keys.

The FDEP issued the “Notice of Intent” to issue the modified permit on June 23, 2014,
FDEP’s action was appealed by third-party respondents on August 5, 2014. Litigation
between the Utility, FDEP and the respondents ensued. The case went before an
Administrative Law Judge in the summer of 2015 and the parties are awaiting the final
ruling.

The Utility’s filing includes a proforma average adjustment of $467,625 on Schedule A-
17 as Miscellaneous Deferred Debits for the estimated costs to modify its wastewater
permit in conjunction with the wastewater plant expansion with a year end estimate of
$519,593.

The Utility provided a schedule with supporting documents for $477,436 of legal and
FDEP permit fees associated with the permit modification.

Finding 1 reclassified $30,090 of permit fees that were recorded to UPIS in 2014. We
determined that these costs are included in the $477,436 above.

Based on the information provided, we recommend reducing the balance for the permit

fees by $42,157 ($519,593-$477,436) to the supported actual cost of $477,436.
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The Utility’s filing includes an adjustment of $103,887 to Operating & Maintenance
Expense that amortizes the $519,593 over five years which is consistent with Rule 25-
30.433 (8), F.A.C.

We recommend that the existing five year period be maintained and that the deferred asset
account be reduced for permit fees by $42,157 to actual costs incurred to date.

Finding 17: _Advance Waste Treatment Project

The following finding was provided for staff’s consideration.

The AWT was a project that upgraded and renovated the Utility’s wastewater plant to
advanced treatment standards as required by the FDEP. The AWT project commenced in
2006 and it was completed in 2007. The Utility included $606,580 in rate base and
$1,139,707 of proforma cost as a rate base addition in the last rate case proceeding, in
Docket No. 070293-SU. Order No. PSC-09-0057-FOF-SU reduced the proforma amount
by $124,921. The total AWT cost included in setting rates was $1,621,366 for the test
year ended December 31, 2006.

We reviewed the Utility’s 2006 and 2007 general ledgers and determined that the final
cost of the AWT project that was recorded to UPIS was $2,591,652, based on two journal
entries that closed out the Construction Work in Progress account to various plant
accounts on March 28, 2007 and March 6, 2009.

In Finding 1, we disclosed that the Utility initiated a detailed review of its rate base
accounts for years 2005 through 2009. The Utility prepared schedules that analyzed and
restated its UPIS balances in a restatement schedule (RSS) for years 2006 through 2009
based on that review. The UPIS activity presented in the RSS for years 2007 through
2009 reflect the Utility’s restated balances which differ from the Utility’s historical
general ledgers.

We performed an analysis of the AWT project transactions between the information
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recorded in the historical general ledger and the transactions included in the RSS. Our
analysis indicates that the RSS captures $2,466,982 of the historical general ledger
balance or approximately 95 percent of the AWT cost originally recorded.

Adjustments in Finding 1 remove two unsupported amounts of $80,000 in 2007 and
$362,114 in 2008 that total $442,114. They are for engineering fees paid to Weiler
Engineering. As of the date of this report the Utility has been unable to provide any
documentation to support either amount. We assume the engineering fees are for the
AWT project. However, the historical general ledger transaction analysis only reflects
$11,868 of fees paid to Weiler Engineering.

Finding 6 of auditor’s report, filed October 29, 2007, in Docket No. 070293-SU, provided
information concerning plant retirements when the AWT project is completed. As part of
the project a new expansion chamber and clarifying unit was installed, this required the
demolition or removal of the drying beds and sludge thickening unit. The information
states that the Utility planned to include a retirement adjustment when the AWT project
was completed. Our review of the RSS schedule through 2009 and the 2010 through
2014 general ledgers indicates that no retirement was ever recorded.

Q. Does that conclude your testimony?

A. Yes.

-17-
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1 M5. CRAWFORD: And Ms. Piedra also had an

2 exhibit IHP-1, which has been marked on the

3 conprehensi ve exhi bit as Exhibit 48.

4 CHAI RMAN BROWN:  Thank you.

5 M5. CLARK: And | request that her exhibit be
6 admtted at this tine.

7 CHAl RVAN BROMN:  Ckay. Seeing no objection,
8 we wll go ahead and enter 48 into the record.

9 (Whereupon, Exhibit No. 48 was received into

10  evidence.)

11 CHAI RMAN BROWN:  Thank you.

12 Al right. Crcling back to the rebuttal. W
13 will taking up M. Castle at this tine.

14 Wul d you i ke to take a brief break in

15 bet ween?

16 MR SMTH Do you have a copy of your

17 testi nony?

18 THE WTNESS: No, | don't.

19 Wher eupon,

20 EDWARD R CASTLE

21 was recalled as a witness, having been previously duly
22 sworn to speak the truth, the whole truth, and nothing
23  but the truth, was exam ned and testified as foll ows:
24 EXAM NATI ON

25 BY VR SM TH:

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 Q Good nor ni ng.

2 A Good nor ni ng.

3 Q You were sworn in before, correct?

4 A Yes.

5 Q All right. Did you prefile rebuttal testinony
6 in this mtter?

7 A Yes, | did.

8 Q If | asked you the questions as in your

9 prefiled testinony, would you have any changes?

10 A No.

11 MR SMTH | would request to nove

12 M. Castle's prefiled rebuttal testinony into the
13 record as though read.

14 CHAI RVAN BROAN:. W will go ahead and nove
15 M. Castle's prefiled rebuttal testinony into the
16 record as though read.

17 (Prefiled testinony inserted into the record

18 as though read.)
19
20
21
22
23
24

25

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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Please state your name, profession and address.

My name is Edward R. Castle. | am Vice President of Weiler Engineering Corporation, and
Director of its wastewater division. My business address is 6805 Overseas Highway,
Marathon, Florida 33050.

Have you presented direct testimony in this case?

Yes | have.

Are you sponsoring any exhibits?

Yes, | am sponsoring the following exhibits: Exhibits ERC-5 and ERC-6, estimates for
completion.

Were these Exhibits prepared by you and your staff?

Yes they were, using information provided by KWRU staff or consultants.

What is the purpose of your rebuttal testimony?

The purpose of my rebuttal testimony is to respond to Office of Public Counsel witness
Andrew T. Woodcock determination of the Used & Useful percentage for the Wastewater
Treatment Plant because there is no consideration that the plant has been designed to meet
environmental compliance. | am also providing testimony regarding Office of Public
Counsel’s proposed methodology to determine expenses by annualizing January through
February 2016 which would create a deficiency in the amount of expenses because these are
KWRU'’s four driest months and would have the least amount of expenses and using a per
gallon treated expense calculation, both of which will greatly underestimate costs of
operating AWT before and after the new plant is on-line. Additionally, I am providing
testimony as to the permit modifications relationship to the existing plants and wells. Finally,
I am providing testimony as to engineering supervision costs associated with the wastewater
treatment plant project that are not included in the $4.3 million Wharton Smith associated
with the new wastewater treatment plant.

Why do you disagree with these conclusions?

2
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In reaching their conclusions they relied on the basic formula set out in Rule 25-30.431

F.A.C. but failed to look beyond the formula to consider the several factors set out in
Sections 367.081(2)(a)2 and (3) F.S. and Rule 25-30.432 F.A.C. When these factors are
considered, regardless of the mathematical results, the WWTP should be considered 100%
Used & Useful. As provided in Florida Statute 8367.081(2)(a)2c., “the commission shall
approve rates for service which allow a utility to recover from customers the full amount
of environmental compliance costs.” A plant with a .849 MGD capacity is necessary in
order to ensure KWRU has the capacity to treat future flows for the 10-year period
prescribed by FDEP rule required for environmental compliance. Otherwise, reasonable
assurance is not provided and KWRU would not be issued a permit to expand by FDEP.
Because providing capacity for the anticipated flows over a 10-year period is required by
FDEP to provide reasonable assurance that the discharge from the plant will not harm the
environment, the necessity to design and build is an environmental control and it is clear
to me that the DEP rule is controlling.

In fact, Rule 24-30.432, F.A.C., expressly provides that the enumerated factors are only
some of the factors that the PSC will consider in determining the used and useful amount,
and is not by any means an exhaustive list. Fla. Admin. Code. 25-30.432 states that the
extent to which the area served is built out should be considered, implying that projected
growth based on factors other than a strict percentage should reasonably be allowed.

To ensure that wastewater treatment facilities have adequate capacity to treat current and
future flows, Fla. Admin. Code 62-620.405 requires evaluation of current and future
flows and requires planning for expansion of wastewater treatment facilities, requiring
data including: “flow projections based on local population growth rates and water
usage rates for at least the next 10 years; an estimate of the time required for the three-
month average daily flow to reach the permitted capacity; recommendations for

3
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expansions; and a detailed schedule showing dates for planning, design, permit

application submittal, start of construction, and placing new or expanded facilities into
operation.” KWRU performed the required evaluations and planning. The data indicated
that an expansion of the facility to a total treatment volume of 0.849 MGD was required
in order to accommodate local population growth rates and water usage rates for the next
ten years.

A plant with a .849 MGD capacity is necessary in order to ensure KWRU has the
capacity to treat future flows for the period prescribed by FDEP. As provided in Florida
Statute §367.081(2)(a)2c., “the commission shall approve rates for service which allow a
utility to recover from customers the full amount of environmental compliance costs.”
Expansion to .849 MGD was determined to be the minimum necessary to effectuate the
statutory and administrative provisions set forth above. Because the construction of the
expanded plant is a direct result of these environmental mandates, particularly
accommodating flows for the next ten (10) years, construction of the additional capacity
is an environmental compliance cost. Mr. Woodcock overlooked this fact.

Could KWRU have expanded to a design capacity based on the 5% annual flow
increase for five years “cap” set forth in 25-30.432, F.A.C.?

Not while complying with FDEP regulations requiring facilities planning for twenty (20)
years. Anything else would not allow for the issuance of the DEP permit to build the
plant expansion. In fact, FDEP’s .350 MGD plant expansion permit was appealed by
Last Stand. Last Stand alleged that KWRU’s proposed design capacity was not sufficient
to meet DEP’s regulatory and environmental requirements for a plant sufficient to meet
the needs of the Florida Keys based on the requirements contained within Florida law.
One point of Last Stand’s contentions was that KWRU failed to provide reasonable

assurances that the plant expansion to .849 MGD would provide KWRU with the needed
4
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capacity to address future connection needs while meeting the strict environmental

standards in the Florida Keys.

Essentially, Last Stand’s contention as to facilities planning was that a .849 MGD plant
was not sufficient to handle future projected growth, and that the plant needed a design
capacity over 1 million gallons in order to comply with projected demand and meet the
engineering and environmental regulations applicable to KWRU and the Florida Keys. In
that action, KWRU was required to present evidence as to why the .849 MGD capacity
was large enough to comply with FDEP regulations. Projected build-out of the service
area based on applicable data indicates that KWRU will be able to handle flows for the
next ten (10) years, as required by law. A projection of 5% annual growth for only five
years in facilities planning would have resulted in a finding that the projected expansion
was not of sufficient size to comply with FDEP regulation in the Last Stand permit
appeal.

If KWRU would have used 5% annual increases for five years to determine capacity,
yielding a design capacity of approximately .650 MGD, the permit issuance would have
been subject to challenge under FDEP regulations. Undoubtedly, if FDEP compelled
KWRU to expand to .849 MGD, rather than a lower capacity, in order to comply with
FDEP regulations, the full plant expansion cost would be considered an environmental
compliance cost. It is incongruous to fail to classify the expansion, where KWRU utilized
actual flow projections in compliance with FDEP regulations, as environmental
compliance costs.

Why did KWRU develop a design capacity of .849, rather than some other, lower,
capacity?

| generated preliminary documents regarding a .150 MGD expansion, which would bring

total capacity to .649 MGD. This approach was rejected based upon historic flow data
5
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and review of upcoming development and connection; KWRU will require a .849 MGD

capacity in order to accommodate flows over the FDEP required planning horizon.

I projected build-out of the service area to occur between 2018 and 2020. By anticipating
build out within ten years, it ensured the plant would be sized appropriately to comply
with its FDEP permits. From an operational standpoint, that means that the entirety of the
Plant’s capacity (with a built-in safety factor) is projected to be utilized by that date.
While Last Stand contended that this did not comprise the necessary planning horizon
under FDEP regulation (which require submission of a flows report looking ahead 20
years), the FDEP recognized that “the proposed design capacity of .849 MGD AADF for
the Expanded Wastewater Facility is appropriate under [applicable rules] in chapter 62-
600 and conforms to sound engineering principles applicable to the Expanded
Wastewater Facility” and that “the proposed permitted capacity of .849 MGD AADF for
the Expanded Wastewater Facility is [applicable rules] in chapter 62-600 and conforms to
sound engineering principles appropriate applicable to the Expanded Wastewater Facility.
The intent of wastewater treatment regulations in Florida is clearly expressed in Chapter
62-604.100(1) FAC, which states, in part: “no wastes are to be discharged to any waters
of the state without first being given the degree of the treatment necessary to protect the
beneficial uses of such water.”

It has been demonstrated that discharges to groundwater in the Florida Keys from septic
tanks and shallow injection wells affect both the groundwater and the nearshore surface
waters. It has also been demonstrated that septic systems, onsite aerobic treatment
systems and small conventional activated sludge wastewater treatment do not provide the
level of treatment needed to protect the waters of the state.

With the passage of Fla. Stat. 8380.0552, the Florida Legislature also designated the

Florida Keys an Area of Critical State Concern. § 380.0552, Fla. Stat. A stated purpose of
6
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this designation is to protect and improve the Florida Keys nearshore water quality

through construction and operation of wastewater facilities that meet the requirements of
section 403.086(10).

Chapter 2010-205 Laws of Florida attempts to protect the waters of the state by
eliminating, to the extent practical, discharges from septic systems, onsite aerobic
treatment systems and package plants. Properties served by these types of wastewater
disposal systems are required to connect to publicly- or investor-owned central
wastewater treatment systems in areas where central systems are planned. Permits for
on-site systems will only be issued for properties where no central wastewater treatment
system is available (Page 59).

KWRU is an investor-owned central wastewater treatment system, and has been
identified as an integral component for wastewater treatment in the Monroe County
Sanitary Wastewater Master Plan, issued in June, 2000. KWRU is the designated
wastewater treatment provider for Stock Island. As such, KWRU has an obligation to
provide adequate treatment volume to accept all current and future discharges from
properties located within the area to be served.

In your professional opinion was the design and permitting of the plant at .849

MGD due to environmental compliance?

It is for the reasons stated above.

You mentioned that a point of the Last Stand litigation was the contention that the
design capacity of the new plant was not sufficient, was there any other issue raised
regarding the plant modification that did not deal with the capacity of the plant?
Yes, a more significant focus of the Last Stand litigation was whether the permit, if

issued, provided reasonable assurance that the wastewater treatment facility would not
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degrade water quality per F.S. 403.086(10). Beyond the design capacity, which took up a

small portion of the case, most of the focus was on water quality.

Why is this significant?

In terms of environmental compliance, 403.086(10) requires all treatment plants in the
Florida Keys treat to AWT and if they exceed 1 MGD, that a deep injection well be
installed. Notwithstanding these requirements, in no circumstance can a wastewater
treatment plant degrade water quality. Because of this, the Last Stand Petitioners spent a
significant portion of the case arguing that the plant as designed did not provide
reasonable assurance that injecting effluent down a shallow well would not degrade water
quality. In other words, a large portion of the case focused on the use of shallow wells,
which are utilized by the existing plant as well as the new plant. Because of this, the
permit challenge was not singularly related to the plant expansion, but rather dealt with
the environmental compliance issue of water quality and shallow injection wells.
Ultimately, the design as proposed by KWRU was found to comply with Florida Statutes
and provided reasonable assurance that it would not degrade water quality. Therefore,
the permit was issued, and it is my professional opinion that the permit modification and
plant expansion was for environmental compliance.

Ms. Merchant claims that the new plant is for future customers.

This is incorrect. DEP environmental regulations, until recently, required expansion at
90%. This rule has been amended to eliminate the requirement to be expanding at 90%,
but it is still the general rule followed on when to expand a wastewater treatment plant to
ensure compliance with the wastewater treatment facilities’ FDEP permit. If KWRU did
not expand, in my professional opinion, KWRU would in the next five (5) years violate

its permit. Therefore, it is regulatory requirement related existing customers. Although it
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certainly will be utilized by new customers, the expansion to .849 is requirement to

maintain environmental compliance with FDEP

Ms. Merchant states that January-April expenses can be annualized to indicate the
total expenses for AWT. Do you agree?

No. These are the four driest months and 2016 was an atypically very dry year as
compared to prior years. There is typically a 15% increase in flows between the driest
and wettest months, i.e. — January — March and September — November. The 15%
increase results in a minimum 15% increase in expenses. This is because outside of the
driest months flows increase between 0 and 15% which means all months’ expenses are
more than the 4 months Ms. Merchant annualized.

Ms. Merchant makes adjustments to purchased power, chemicals and material of
7.75% based on Woodcock’s estimate that flows will be 507,370 gpd, not 550,000
gpd. Is this adjustment correct?

No. Once the plant is operating, whether it is 507 or 550, the difference in cost is
nominal because you must now use chemicals, purchase power, materials and remove
sludge from 3 treatment plants, not 2, so the cost does not change proportionately based
on flows.

As to the permit modification, can you please explain what the permit modification
provided for?

First, it was a substantial modification and expansion. The key is there are two parts of
the construction project, (1) modification of the existing plant which will provide
assurance that AWT is continually met, and (2) expansion of the wastewater treatment
plant from a permitted capacity of .499 MGD to .849 MGD. The modification of the
plant was undertaken based on trial test runs at AWT and known problems with the

current AWT design. Although the plant currently operates at AWT, it could have issues
9
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maintaining AWT without these modifications. Therefore, the plant was modified to

include expanded sand filters and a chemical storage and dosing system as well as the
addition of a dual influent screen and two new injection wells. These modifications
encompass approximately $1,253,675 dollars of the total cost.

Has this portion of the project been completed?

It has not.

When is the new dual influent screen on the existing plant and new injection wells
expected to be placed into service?

November 2016

The other portion of the project is the plant expansion; can you explain what this
entails?

Yes, this includes the 0.350 MGD treatment train and associated equipment, including
the new blowers.

Based on the current status of the project, when is the new treatment tank
anticipated to be placed into serve?

March, 2017

When is the new vacuum tank expected to be placed into service?

December 2016

As to the current wastewater treatment plant projects, do you have a continuing roll
as the engineer of record?

| do. As the engineer of record, it is my company’s job to inspect the on-going work to
ensure that when completed the AWT modifications, new plant, and vacuum tank all
operate as intended. This entails almost daily inspections and reports, along with
construction administration, shop drawing reviews, testing, processing of requests for

information, processing contractor’s applications for payment and other duties associated

10
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with the construction projects. | have provided engineering cost estimates for completion

attached as Exhibits ERC-5 and ERC-6.
Does this conclude your rebuttal testimony?

It does.

11
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9 five-

10

11 f ocused on used and useful, and on the costs associ at ed
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13
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CHAI RMAN BROWN:  And there are two exhibits
associated with this wtness.

MR SMTH  That's correct.

CHAl RVAN BROMWN:. Staff, questions?

M5. MAPP: We have no questions for

M. Castle.

Q M. Castle, could you give a brief, under
m nute summary of your testinony?

A Yes. My summary -- ny testinony for rebuttal

operation of the plant.

That's essentially it.

CHAI RMAN BROWN:  That was pretty brief.

THE W TNESS: Yeah.

MR SMTH. We know we have a 4: 30 deadline.

CHAI RVAN BROMWN:  And we appreciate that.
Thank you for your cooperation.

All right. And | amjust going to go over the
order of cross on rebuttal here. It will start
with Ofice of Public Counsel, followed by Mnroe
County, Harbor Shores and staff, and then the
comm ssi oners and redirect.

So wth that, M. Sayler, you have the fl oor.

MR, SAYLER: Thank you, Madam Chai r man.

Premier Reporting
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1 | have provided staff with an exhibit to pass
2 out .

3 CHAI RMAN BROWN:  Thank you. We will be

4 starting at 104.

5 MR, SAYLER: Al right. Thank you.

6 CHAI RMVAN BROWN:  Woul d you like it marked at
7 this tinme?

8 MR, SAYLER: Yes, mm'am

9 CHAl RMVAN BROWN:  Ckay. We will go ahead and
10 mark this exhibit, whichis -- actually it's DEP
11 rule, which we have already taken offici al

12 recognition, so --

13 MR, SAYLER Yes, it's just a

14 Cross-exam nation exhibit.

15 CHAI RMAN BROWN:  There is no need to mark it.
16 W won't mark it, then.

17 MR, SAYLER:. Ckay. Then just -- all right.
18 EXAM NATI ON

19 BY MR SAYLER

20 Q Good norning, M. Castle.

21 A Good nor ni ng.

22 Q How are you doi ng today?

23 A Good.

24 Q Al'l right. On page four, lines 16 through 20

25 of your direct testinony, you state that you have been a

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 prof essi onal engineer with Weiler Engineering for about
2 12 years, is that correct?
3 A Since 2002 -- | ate 2002.
4 Q Al right. And approxi mately how many
5 wastewater treatnent plants have you been involved wth
6 while at Weiler?
7 A At Weiler, approximtely 20.
8 Q About 20. And prior to your work for Wiler?
9 A Prior to working with Weiler, | worked for
10 Synagro, which was a wastewater operations conpany for a
11 nunber of years. They were -- they purchased an
12 operating conpany that | began working with in 1989 --
13 or 1998. And prior to that, |I worked for QOperations
14 Managenent | nternational as an Operations Specialist.
15 Q All right. And yesterday | believe you
16 testified that when determning the right capacity size
17 for a plant expansion project, like the one you did for
18 KW you woul d seek gui dance fromthe DEP statutes and
19 rules for that design project, is that correct?
20 A | don't specifically recall saying that
21 yesterday's, but it is correct.
22 Q Okay. And when you design a wastewat er
23 treatnent plant capacity you are sizing, do you ever
24 | ook to the Florida Public Service Comm ssion rules for
25 t hat ?
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 A No, | haven't.
2 Q And to your know edge, does the Public Service
3 Conm ssion set any standards or guidelines for designing
4 wastewater treatnent facilities?
5 A | am not aware of any.
6 Q And you woul d agree, as a professional
7 engi neer, you would not use the Conmm ssion's used and
8 useful statute or rule when determ ning the plant
9 capacity, correct?
10 A Yes. That's correct.
11 Q And you have reviewed the testinony of the
12 I ntervenors. Did any of the intervenors challenge the
13 si zing of the KW plant expansion?
14 A | don't recall.
15 Q You woul d agree that M. Wodcock was
16 provi ding testinony regardi ng used and useful, correct?
17 A Yes.
18 Q But he did not testify that you shoul d have
19 built a smaller plant?
20 A Not that | recall.
21 Q You woul d agree that the used and useful
22 statute in the rules, as it applies to a wastewater
23 treatnent plant, that applies to the percentage of the
24 I nvest ment that can be recovered fromcurrent and future
25 custoners in rates; is that correct?
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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114 W. 5th Avenue, Tallahassee, FL 32303

1 A As | said, | haven't really | ooked at the used
2 and useful other than in relation to this particular
3 case.
4 Q All right. And you would agree that you did
5 not address the used and useful statute or rule in your
6 direct testinony, correct?
7 A Not that | recall.
8 Q However, on pages three and four, you -- you
9 do describe the used and useful statute in the rule,
10 correct?
11 A Are you referring to rebuttal testinony or
12 direct testinony?
13 Q Your rebuttal testinony.
14 A Okay. Do you have lines that | could refer
15 to?
16 Q Gve ne a nonent. Basically, starting on line
17 one, all the way through the entire page, line three
18 cited Section 367.081(2)(a)2 and 3.
19 A | was in the wong section. Pardon ne.
20 So page three, starting at |ine one, you said?
21 Q Yes.
22 A Al right.
23 Q And it is your testinony that regardl ess of
24  the mathematical results of applying the used and usef ul
25 statute and the rule, it's your opinion this plant
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 shoul d be consi dered 100 percent used and useful,

2 correct?

3 A Yes.

4 Q But you did not performa used and usefu

5 calculation, correct?

6 A Not as such, no.

7 Q That was left to M. Seidnman, correct?

8 A Yes.

9 Q Now, you believe that there is an exception in
10 the used and useful statute for, quote, "environnental
11 conpliance costs,"” end quote; is that correct?

12 A Yes.

13 Q And then | ater on, on page seven, lines 17

14  through 19, you testify, "in your professional opinion,
15 you believe the design and permtting for the plant was
16 due to environnental conpliance?"

17 A Yes.

18 Q Wul d you believe that there is agree there is
19 a difference between environnental conpliance and

20 envi ronnmental conpliance costs?

21 A Coul d you rephrase the question?

22 Q You woul d agree that the Departnent of

23 Environnental Protection rules are designed to protect
24  the environnent, right?

25 A Yes.
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1 Q So under a broad interpretation of their

2 rules, everything that -- any permt -- permt to

3 construct anything or expand anythi ng, could be

4 consi dered done for the environnental conpliance,

5 correct?

6 A | don't know that | could agree with that in
7 every case, that it's environnental -- there is

8 regul atory conpliance issues as well as environnent al

9 | ssues.

10 Q Al right. But if sonething is being done for
11 environnental -- | nean, if a project is being done and
12 doesn't conply with the DEP rules -- let ne strike that

13 guesti on.

14 Under your interpretation of the used and

15 useful statute, you believe that the plant expansion was
16 done for environnental conpliance, correct?

17 A The project as a whole is done for

18 environnental conpliance, yes.

19 Q And what was the environnental conpliance

20 conponent that you are tal king about?

21 A To ensure that the facility would continue to
22 neet AWl standards, and protect the waters of the state.
23 Q You woul d agree that the Legislature anended
24 the statute to require that every plant in the Keys be

25 AW conpliant, period?
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1 A No. Smaller plants don't need to neet AW.

2 They need to be BAT standards.

3 Q Even today?
4 A Even today.
5 Q Ckay. Let ne ask you a question, had the

6 utility not expanded this plant, and then the DEP

7 adopted a newrule -- here, let's talk about the

8 hypot hetical. Your deep well injection -- or your

9 I njection wells.

10 Currently the threshold that's required for
11 deep well is one mllion gallons per day, is that

12 correct?

13 A Yes.

14 Q But right now, your deep well injection is

15 Dbelow that threshold, correct?

16 A The flowis below that threshold, yes.

17 Q And if, all of a sudden, a few years down the
18 road, the DEP changes that and lowers it from one

19 mllion to say, half a mllion gallons per day,

20 correct --

21 A Under st ood.
22 Q -- if they did that, that would be -- and the
23 utility is required to convert to a deep well injection,

24  you would agree that's for environnental conpliance,

25 correct?

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 A | guess it would depend on why the rule was
2  changed.
3 Q So you woul d agree that there are sone
4 projects that are done because regul ati ons have changed
5 and you have to conply with those, correct?
6 A Yes.
7 Q But there is a difference between building a
8 pl ant, or an expansion project, that conplies with DEP
9 rul es, correct?
10 A | amnot sure | follow the question.
11 Q Al right. Wuld you please turn to that
12 exhibit that | passed out that is DEP Rule 62-600. 4057
13 Are you famliar with this rule?
14 A Yes.
15 Q Wul d you please -- would you pl ease read the
16 top line? Wat's the nanme of this rule?
17 A It's Planning for Wastewater Facilities
18 Expansi on.
19 Q All right. And would you pl ease read the
20 hi ghl i ght ed section of subsection (6)?
21 A It begins with, "the initial capacity analysis
22 report or an update of the capacity analysis report
23 shall evaluate;" and then it skips to "flow projections
24 based on | ocal popul ation growh rates and water usage
25 rates for at |least the next 10 years, an estimte of the
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1 tinme required for the three-nonth average daily flow to
2 reach the permtted capacity, recomendations for

3 expansions, and a detail ed schedul e show ng dates for

4 pl anni ng, design, permt application, submttal, start
5 of construction and placi ng new or expanded facilities
6 I nto operation.”

7 Q All right. And you would agree that that

8 second part, the flow projections based on | ocal

9 popul ati on, that was the section you cited in your

10 testinony, correct?

11 A Yes, in part.

12 Q Al right. And you would agree that this rule
13 Is related to reporting requirenents at the DEP?

14 A It's related to planning requirenents, not

15 report requirenents.

16 Q And if they neet certain thresholds, you do a
17 report at five-year intervals, but if you are at other
18 thresholds, you have to do nore frequent reporting; is
19 that correct?

20 A Yes, dependi ng on how soon you project that

21 you are going to exceed your capacity, it changes the

22 frequency.

23 Q And yesterday, | asked you a few questions --
24 excuse ne. Wuld you please ook at this rule, anywhere

25 in the rule, and please point to the part of the rule
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1 that requires wastewater treatnent plants to be desi gned
2 to accommodate for the next 10 years?

3 A Wuld you like ne to read through the whol e

4 thing and |l ook for that or --

5 Q You woul d agree that this rule does not

6 requi re that plants expansions be designed to

7 accommopdate for the next 10 years?

8 A In nmy interpretation, it's inplicit in rule.
9 There woul d be no reason to plan and produce a

10 construction schedule if you weren't planning on

11 accommodati ng those fl ows.

12 Q You woul d agree that the DEP requires a | ot of

13 reporting requirenents fromentities that it regul ates?

14 A Yes.
15 Q And a | ot of those reporting requirenents are
16 just information that the DEP requires those -- from

17 those whomit regul ates, correct?

18 A | amfamliar nostly wwth wastewater, as far
19 as DEP is concerned, and they have conpliance reporting
20 requi renments as well as informational.

21 Q Right. And a |ot of these reporting

22 requi rements for the DEP are informational, including
23 this rule, correct?

24 A No, that's not ny understanding. M

25 understanding is it's for conpliance.
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1 Q And we asked you a |l ot of questions about the
2 Last Stand final order yesterday, do you recall those?

3 A Yes.

4 Q And you agree that the Last Stand final order
5 speaks for itself, and anyone can interpret that the way

6 they need to as it relates to environnental conpliance?

7 MR SMTH | would object to the

8 characterization, the way they need to.

9 CHAI RMVAN BROWN:  You want to strike that
10 question?

11 MR. SAYLER: Yeah, |et ne rephrase.

12 BY MR SAYLER:

13 Q You woul d agree that the rules speak -- or the
14 order speaks for itself, correct?

15 A Coul d you explain to ne what speaks for itself
16 means exactly?

17 Q Gosh, | have used that a mllion tinmes. Al

18 us attorneys understand.

19 V5. AKTABOWSKI: Even | understand it.

20 THE WTNESS: | am an engi neer, sorry.

21 BY MR SAYLER:

22 Q You woul d agree that even an engi neer can read

23 and understand the DEP order, correct?

24 A Most of it, yes.
25 Q Al right. Thank you.
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1 MR, SAYLER: No further questions.

2 CHAI RMVAN BROMWN:  Al'l right.

3 County.

4 MR, WRI GHT: Thank you, M. Chairman. Very

S briefly.

6 EXAM NATI ON

7 BY MR WRI GHT:

8 Q Good norning, M. Castle.

9 A Good nor ni ng.

10 Q In response to a question by M. Sayler, you
11 made a statenent that the project, as a whole, was for
12 envi ronnmental conpliance; do you recall making that

13 st at enent ?

14 A Yes.

15 Q Let ne ask you this question: |If there were
16 no projected additional flows, i.e., if the plant were
17 never projected to have to serve -- to process nore than
18 499,000 gallons a day, would the conpany have wanted to
19 bui | d an additional 350,000 gallons of capacity for

20 environnental conpliance?

21 A I f | understand your question correctly, the
22 answer is no. If we didn't see a need to accommodat e
23 additional flow, the additional 350,000 gallons woul dn't
24 be needed, but other inprovenents were needed to

25 continue to neeting AWM.
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1 MR, WRI GHT: Thank you. That's it.

2 CHAI RMAN BROWN:  Thank you.

3 Har bor Shores.

4 M5. AKTABOWSKI: No questions for M. Castle.
5 CHAI RMAN BROWN:  Thank you.

6 Staff.

7 M5. CRAWFCORD: Just a few very quick

8 guesti ons.

9 EXAM NATI ON

10 BY M. CRAWFORD:

11 Q Good norning, M. Castle. [If | could please
12 refer you to your rebuttal testinony on page nine. And
13 there, you are addressing sone questions by Wtness

14 Mer chant regardi ng January, April expenses, and whet her
15 they could be annualized in total expenses for AWI. And
16 then you are addressing a comment by her about naking

17 adj ustnents to purchase power chem cals and materi al

18 based on Wtness Wodcock's estimate that flows would be
19 essentially 507,000 gall ons per day, not 550.

20 And you respond there on-line 14, that once

21 the plant is operating, whether it's 507 or 550, the

22 difference in cost is nomnal, because now you nmust use
23 chem cal s, purchase power and nmaterials and renove

24 sludge fromthree treatnent plants, not two, so the cost

25 does not change proportionately based on flows. | am
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1 just kind of ask you a few questions on that.

2 Wiy is that the case? Wy does the difference

3  between 507,000 and 550,000 not make a materi al

4 difference?

5 A That's a small increnental increase in flow

6 The additional costs for chem cals, purchase power

7 materials and renoval of sludge isn't 100 percent

8 correlated to just flow There is other factors

9 I nvol ved.

10 Q What are sone of those other factors?

11 A Well, during periods of low flow, for exanple,
12 in the nighttinme, the area is still run, so whether

13 it's -- the flowis higher or Iower doesn't matter that
14 much, you still use the sane anobunt of power. You nay
15 also use nore glycerin, which is a carbon source, if you
16 had | ower flows in order to drive the DO down for the

17 denitrification process. And typically, you wll feed a
18 rate of alum for sludge for phosphorus renoval that uses
19 chem cals and then generates extra sludge, that's a

20 fairly concentrate and you nay overdose sone at |ow fl ow
21  periods.

22 Q Are there any expenses, no matter how m nor,
23  which woul d change proportionately based on flows? And
24 | guess | could rephrase it another way. Are there sone
25 expenses that you believe woul d change proportionately
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 dependi ng on which estinmate is correct, the 550 or the
2 5077
3 A | think that, to an extent, there are a nunber
4 of factors that are influenced by flow CObviously,
5 punpi ng power is. Aeration is to a certain extent, but
6 not conpletely. That's also very dependent on the
7 | oading that's comng in in the wastewater. Chem cal
8 feed rates are to a certain extent, but not exactly.
9 Does that answer your question?
10 Q It does. Thank you.
11 M5. CRAWFCORD: That's all | have.
12 CHAI RMAN BROWN:  Thank you.
13 Conmmi ssi oners?
14 kay. Redirect?
15 FURTHER EXAM NATI ON
16 BY MR SM TH:
17 Q M. Castle, you were asked about 62 -- Florida
18 Adm nistrative Code 62-600.405. |If you could turn back
19 to that denonstrative aid. And if you | ook down at the
20 second highlighted section. It identifies an estimte
21 of the tinme required for the three-nonth average daily
22 flowto reach the permtted capacity; do you see that?
23 A Yes, | do.
24 Q Are you aware of whether the plant has
25 exceeded the three-nonth permtted capacity?
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2 average daily flow basis, but we do exam ne three-nonth

3 capacity. | believe it did at one point, yes.

5 the utility was required to expand and mai ntain the

6 envir

9 mai nt
10
11 flow,

12

13 course we tal ked about 62-600.405. Were is the

14  planning period incorporated into the DEP rul e?

15

16

17

18

19

20

21

22

23

24 BY VR SM TH:

25

A The plant is actually permtted on the annual

Q Is it your understanding that, under DEP rul e,

onnental conpliance?

A Yes.

Q Coul d you have designed a smaller plant and

ai ned environnmental conpliance?

A G ven the planning period and the conti nued
| don't believe so. No.

Q Ckay. You tal k about planning period, and of

MR, SAYLER: (Qbjection, outside the scope of
my cross.

CHAl RMVAN BROWN: M. Sm th.

MR SMTH. He brought up the 10-year period
mai ntai ned in 62-600.3 -- 405, and stated, is this
a requirenment for the planning period. And so | am
now trying to draw out where the planning period is
identified in DEP rule.

CHAI RMVAN BROWN:  (Cbj ecti on overrul ed.

Q And if you want, | have the DEP rules.
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1 A kay. | think I can answer fairly well. In
2 the DEP rules, there are a list of reference nateri al s,

3 ref erence standards to neet.

4 Q Under what rule is that under?
5 A | believe it's under 300.
6 Q Ckay. And can you identify the subsection

7 that identifies the rule that the techni cal document

8 that requires a planning period?

9 A kay. | amsure | can find it in a mnute.
10 Q Okay. Under 62-600.300(1) -- excuse ne, (2)
11 -- sorry, one nore tinme, under (4) --

12 CHAI RMVAN BROWN:  Can you repeat the ful
13 section again, for the record?
14 THE W TNESS:  62- 600. 300(4) (b).

15 BY MR SM TH:

16 Q And what is that?

17 A That's reconmmended standards for wastewater
18 facilities.

19 Q Now, what do those recomended st andards

20 prescri be?

21 A For the planning period?

22 Q Correct.

23 A Yeah, they require a 20-year planning peri od.
24 Q You were asked a question by M. Wight

25 regarding if no new flows went to the plant, whether you

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 would have to build a new plant. |f no new custoners
2 connected to this plant, is it your opinion it would

3 have exceeded its capacity?

4 A Yes.

5 Q Thank you.

6 MR SMTH | have no further questions.

7 CHAI RMAN BROWN:  Ckay. Thank you.

8 This witness has two exhibits, 73 and 74.

9 MR SMTH We nove theminto the record.

10 CHAI RMVAN BROWN:  Ckay. Seeing no objection,
11 we wll go ahead and nove in 73 and 74 into the
12 record.

13 (Wher eupon Exhibit Nos. 73 & 74 were received
14 I nt o evi dence.)

15 CHAl RMVAN BROWN: M. Castle, you are now

16 officially excused.

17 THE W TNESS:. Thank you.

18 CHAI RMAN BROWN:  Have a great day.

19 (Wtness excused.)

20 M5. HELTON:. M. Chairman, just a little bit
21 of a winkle. The rule that M. Sayler had passed
22 around was not a PSCrule, it was a DEP rule, and
23 so are you officially recognizing the DEP rul es as
24 wel | since we did not mark that as an exhibit?

25 CHAI RMAN BROWN:  Pursuant to, | believe, the
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10

11

12

13

14

15

16

17

18

notion that the citizens requested official
recognition as a prelimnary matter, renenber that?

M5. HELTON: OCh, | amsorry, | did not realize
that about the DEP rules. | amsorry. | just

wanted to make sure that the record was cl ear.

CHAI RVAN BROAN: | am correct on that, right,
M. Sayler?
MR, SAYLER: Yes. | asked for two sections of

the DEP rules, and the utility requested that the
Conmm ssion take recognition of all the DEP rul es.

CHAI RMAN BROWN:  Thank you.

M5. HELTON:. | apol ogi ze about that.

CHAI RMAN BROWN:  Ckay. Thank you.

Al right. No winkles.

W are on to M. Johnson, rebuttal. Are you
prepared to call the witness at this tine?

MR SMTH: Yes, mm'am

CHAI RVAN BROMN:  Thank you.

19 Wher eupon,

20

21 was r

CHRI STOPHER A. JOHNSON

ecall ed as a witness, having been previously duly

22 sworn to speak the truth, the whole truth, and nothing

23 but t
24

25

he truth, was exam ned and testified as foll ows:
CHAl RVAN BROWN: Wl come back, M. Johnson.

THE WTNESS: Thank you.
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1 EXAM NATI ON
2 BY MR SM TH:
3 Q M. Johnson, just to confirm you were sworn
4 I n?
5 A Yes, | was.
6 Q Did you prefile rebuttal testinmony in this
7 matter?
8 A Yes, | did.
9 Q If | asked you the questions contained in your
10 rebuttal testinony, would your answers be the sane
11  today?
12 A Yes.
13 MR SMTH | would request that M. Johnson's
14 rebuttals testinony be read into the record as if
15 t hough read.
16 CHAl RMVAN BROWN: W will enter M. Johnson's
17 prefiled rebuttal testinony into the record as
18 t hough read.
19 (Prefiled testinony inserted into the record
20 as though read.)
21
22
23
24
25
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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Please state your, name profession and address.

My name is Christopher A. Johnson. | am President of K W Resort Utilities Corp. My
business address is 6630 Front Street, Key West, Florida 33040.

Have you presented direct testimony is this case.

Yes | have.

What is the purpose of your rebuttal testimony?

The purpose of my rebuttal testimony is to present information to refute some of arguments
presented by Intervenor witnesses.

Are you sponsoring any exhibits?

Yes, I am sponsoring the following exhibits: Exhibit CAJ-8, is the change order for
replacement of the vacuum tank, Composite Exhibit CAJ-9, represents the total costs for
completion of the plant expansion and vacuum tank expansion, Exhibit CAJ-10, a spreadsheet
identifying CIAC collected since 2012, including CIAC that per the CRI contract with
Monroe County may be refunded to customers when they elect to be placed on the non-ad
valorem tax assessment, and Exhibit CAJ-11, an email from Bob Stone, Monroe County
facilities director dated November 11, 2009 from Monroe County requesting to reduce their
reuse to 32,000 gpd.

Were these Exhibits prepared by you and your staff?

Yes they were, except the FKAA billing determinants which were obtained from the FKAA.
Please explain the status of the vacuum tank replacement?

The Utility has a Contract in place for the vacuum tank replacement which is Exhibit CAJ-8,
which is a change order to the original contract with Wharton Smith. Because the contractor
selected was same contractor performing the .350 MGD treatment plant expansion, the Utility
was able to save on mobilization, insurance, housing, and bonding costs which is a primary

reason the actual cost is much less than the original estimate. The Utility would have just
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negotiated with the treatment plant contractor for the vacuum tank replacement but we
understood that it was Commission policy to obtain three competitive bids on projects of this
magnitude. It was imperative for the Utility to include the qualified contractor performing
the .350 MGD expansion project in the bid process knowing how significant mobilization
and the other costs can be. The outcome (awarding the vacuum tank replacement project to
the contractor already mobilized and working on site) turned out to be a terrific value for the
Utility and its rate payers.

Ms. Merchant states that the vacuum tank should not be considered if not within 24
months, what is the estimated date the new vacuum tank will be placed into service?

I have confirmed with the Division Manager of the contractor, Wharton Smith, that the
vacuum tank will be installed and treating sewerage prior to December 25, 2016. Wharton
Smith is already mobilized on site and is fully operational (tool trailers, office trailer, back
hoe, track hoe, crane, welders, and various tradesman put up in housing nearby) at the location
of the vacuum tank. The contractor is intimately familiar with site conditions as they have
drilled 67 auger cast pilings 70 feet into the earth on the site. In addition to this Wharton
Smith has completed 3 concrete foundations on the site (blower deck, chemical tank
foundation, and .350MGD WWTP foundation) since June 2016. Each of these foundations
were completed on schedule and to specification. The site specific knowledge of the field
conditions that has been gained is very useful for planning the existing vacuum tank
excavation/removal and the installation of the new vacuum tank. Wharton Smith knows what
to expect underground and therefore can anticipate and plan for the local field conditions at
the location of the vacuum vessel.

I confirmed with the manufacturer’s representative of the vacuum tank (AIRVAC) that the
anticipated delivery date will not delay the project with regard to the December 25, 2016

completion date. The Utility will be working very closely with the contractor in planning
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the work and the Utility has every reason to believe that the vacuum tank will be fully
operational by December 25, 2016.

What is the status of the treatment plant expansion?

The 350,000 GPD wastewater treatment plant expansion project is more than 50% to
substantial completion (project is in day 185 of 365 day contract). The General Contractor
has been paid on Pay Applications 1, 2, 3, 4, and 5 as of this response. With Pay Application
#6 forthcoming. The Wharton Smith payment schedule indicates the project will require 12
Pay Applications. The Utility has paid the General Contractor $1,266,093.01 to date which
is 30% paid, and more than 30% of the work has been completed as pay applications are paid
in arrears.

What follows is a brief outline of the work that was been completed as of the date of this
response. For the .350 MGD tank foundation: site work, survey and layout was completed,
67 auger cast piles were drilled 70 feet into the earth, reinforcing steel was placed and tied,
base rings were set and welded per specification, then finally 317 yards (32 concrete trucks)
of concrete was poured and finished in a single pour. A rectangular 60 ft. by 15 ft. concrete
blower deck was constructed and was also set on auger cast pilings, 4 blowers were set, and
the electric conduit was embedded in the concrete. A concrete foundation for 4 chemical
tanks has also been completed including the embedded conduit. The fabrication of a steel
structure that will hold a dual static screen for the existing East wastewater plant and West
treatment plant has been welded into place 17 feet in the air and is being worked on as of the
writing of this response. The Power company has run a new service including setting a new
power pole to provide the necessary electric to power to the .350MGD plant. Two Class V
10” diameter disposal wells were drilled to 110 feet (cased 60 feet) were installed by a
certified well driller. The manufacturer of the treatment plant will mobilize onto the project

on October 10, 2016 and should have 12 weeks to complete the tank fabrication. The project
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has proceeded according to plan and all parties (owner, engineer, contractor, subcontractors)
are performing high quality work that is meeting the demands of the construction schedule.
General Contractor’s Division Manager estimates that the project will be done in the first part
of March 2017.

Do you have updated estimated costs for completion?

Yes, they are attached as Exhibit CAJ-9. This includes the cost of the wastewater treatment
plant, and includes a vacuum tank replacement (Change Order 3), and also, amongst other
expenditures, engineering inspections which have occurred to date and estimations of
engineering expenses that will be incurred through completion of the project. Total estimated
costs for the .350MGD Expansion $ 5,164,748 and the total estimated costs for the Vacuum
Tank Replacement is $407,771.

Witness Merchant claims that the new plant is designed primarily for future growth
and growth from the expansion will begin when it is put into service. Do you agree with
those statements?

No, the growth began long before the expansion. The expansion is not even in service, yet
the demand is already here. Second, Ms. Merchant’s argument is that existing customers
would continue to be served by the existing .249 MGD and .250 MGD plant components
somehow divided up based on when customers came on line, and new customers from the
.350 MGD expansion. This is very misleading and is absolutely not the way it works in
reality. The plant, .849 MGD in total, will be used to serve all customers. The wastewater
treatment plant is an integrated plant and the existing plant is an integral part of the total plant.
It is not a group of tanks where each tank is assigned to a particular group of customers. One
major reason Ms. Merchant’s reasoning doesn’t work is the DEP requirement that treatment
unit processes must have redundancy to allow maintenance personnel to take plants off line

for hours, days, or months depending on the nature of the maintenance. Plant Operators must
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redirect flows from basin to basin, process to process, all the time to accommodate
maintenance activities and the notation of dedicated treatment plants is not reflective of how
plants function or of how plants are operated. In this case, the demand imposed by existing
customers has exceeded the three-month average maximum capacity and the AADF hit 97%
in September 2015. Although the plant is to service existing customers, it also has been
appropriately sized under DEP rules for customers anticipated to connect within five years.
Ms. Merchant has provided testimony that the annualized expenses from January
through April 2016 will provide an accurate depiction of the AWT expenses for the year,
is this correct?

No, January through April are typically not the Utility’s historical high flow months and
therefore by utilizing these months to quantify expense for the entire year would lead to
understating expense. The Test Year and the three years proceeding show the first third of
the year does not represent a third of the annual flow, it represents less in each case. By
annualizing January through April, flow would be underestimated which in turn
underestimates the costs of chemicals and power to treat the extra flows. This would also
underestimate the amount of sludge generated which, in turn underestimates sludge hauling.
The Utility, was required to treat the water using a new process in order to meet the AWT
standard effective January 1, 2016. Prior to this the Utility was not required to meet nutrient
removal (AWT) and therefore three new chemicals and the dosage rates were being “tuned
in” by the plant operations staff during the January to April period. To illustrate, the metal
compound used to remove phosphorous was switched during the 4 month period from Alum
to Ferric (Iron) as Alum was not efficiently removing phosphorus to meet the new AWT
Permit limit of 1.0 mg/L. Ferric costs 15.5% more than Alum and the amount of gallons fed
to the process is the same for both chemicals. This chemical expense is understated by the

chemical expense difference in cost (15.5%) plus an extra component to account for the fact



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

605

the Alum solution was underfed at various times during the period. This can be verified by
the independent lab results that show on 2 occasions in the period the composite effluent
tested at levels higher than 1.0 mg/L for Phosphorus. Another chemical that is important to
the AWT process would also be unaccounted for if Ms. Merchant’s method were used.
Sodium Hydroxide was not fed to the process until June 15, 2016 and this expense would
therefore not be captured at all using the January to April annualized. Sodium Hydroxide is
currently being fed to the process as of this writing and will continue to be fed going forward
to elevate the pH into the 7.0 to 7.4 range which is ideal for the process.

The AWT treatment process is biological and biological processes take time to change and
because of this operators do not make very large scale changes very quickly. Small single
variable adjustments are typically made to change/move the process and then the operator
waits (taking lots of measurements along the way) to see how the adjustment affects the
process. The AWT treatment process was in its infancy January to April 2016 as the plant
had just started running in stable AWT mode in November 2015 and the chemical feed rates
(January to April) were clearly not firmly established and they are definitely not
representative of what will be fed the remainder of this year or any other year for that matter.
Mr. Merchant’s methodology characterizes chemical expense much lower than reality due to
the fact that one chemical was not fed during the period and another chemicals was changed
out; both cases result in expense being understated. If one were to use January to April an
Annualize the flows would be 10% to 15% less than if actual flows, based on historical flows.
Using 4 of the driest historical months of the year to come up with an annualized amount
results in understated the expense.

The estimates for O&M expenses contained within the revised MFRs by Ms. Swain
accurately depict the O&M costs associated with operating the utility after the new plant is

on-line. The plant expansion to .849 mgd will necessitate additional costs no matter what the
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flows are, or who causes them, regardless whether it is .050 MGD or .250 MGD to operate
the plant. Simply calculating a cost per gallon as Ms. Merchant has done does not take into
account the fixed cost associated with operating a third plant, including minimum chemicals
and power to keep the plant operating no matter what gallonage is treated.

With regard to the pro-forma projects, the costs of which are requested to be recovered
in this proceeding, do any of them directly relate to the existing portions of the facilities?
Yes. The Utility is constructing a chemical farm that will have the 4 chemicals (chlorine -
high level disinfection, base solution - pH adjust, metal solution - Phosphorous removal) that
are required to treat wastewater to the Advanced Wastewater Treatment (AWT) Standard that
will serve the existing capacity as well as the new expansion. The chemical farm consists
of a foundation, 4 large HDPE chemical storage tanks with containment, 9 peristaltic pumps,
pump skids with purges/isolation valves/calibration tube, online instruments to be installed
in existing plant basins (East and West) to measure parameters that are significant for the
Nitrification — Denitrification process (ORP and dissolved Oxygen probes), actuated valves
are to be cut and welded into existing air header piping to allow for air control in the existing
plants, Programmable Logic Controller (PLC) is to be added, proprietary programming and
logic development for the PLC based on feedback signals from probes which in turn will
dictate how the actuated valves are set in the existing East and West plants.

The Utility is also installing stainless steel screening at the headworks of the existing East
and West plants. This consists of fabricating a steel structure to hold up a large platform 18
feet in the air, the platform will support the static screen (empty weight = 3800 Ibs ) plus the
weight of the contributory piping and the wastewater weight. This platform is designed on
top of the 2 existing plants, to allow operator access from the existing catwalk, and the dual
stainless steel static screen will be mounted to this platform. The static screen is necessary

to remove rags/plastics/debris from the influent waste stream. The mixers, which are
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resident in the Anoxic Basin in both plants, are very susceptible to rags as they wind around
the propeller and the propeller shaft causing the mixers to trip an overload breaker. The
mixers were added for AWT in the Anoxic Basin and are AWT specific equipment, the anoxic
basin is the signature of a biological nutrient removal treatment plant.  If the rags are not
removed from the influent waste stream they will eventually cause a mixer failure which in
turn could cause an upset in the plant which could lead to regulatory or compliance problems
if the plant cannot meet its permit requirements.

The Utility is also installing a SCADA system that will have alarms from the existing East
and West plants tied into it as well as alarms from the AIRVAC vacuum system that serves
1500 EDU’s. The Alarms will assist the plant operators in identifying problems when the
operators are not physically on top of the plant. Many of the alarms are mission critical and
the alarms will be sent to on call personnel via cell phone/email/text, in real time, identifying
the plant and basin for the alarm condition.

Since this is an integrated system, the components of the plant do not distinguish which flows
originate from which customer. Therefore, all of these projects serve to benefit all customers,
exiting and new.

Ms. Merchant claims there was a collection of $310,187 CIAC in 2015 and $179,281 in
2016. Is this accurate?

No. The contract with Monroe County for South Stock Island Vacuum Sewer Expansion,
provided that 1500 EDUs must be repaid to Monroe County. There is approximately
$556,628.40 that may be subject to refund to customers when Monroe County reopens its tax
rolls allowing customers to amortize their payment to Monroe County. Of this amount,
$213,912.90 of CIAC collected in 2015 and 2016 may be refunded to customers. In the
interim, the utility has identified it as CIAC on its books, but acknowledges that it may be

subject to refund. This is identified in Exhibit CAJ-10.
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Ms. Merchant claims that Green Fairways does not provide independent management.
Do you agree with this statement?

No, this is a rather bald and vague statement. This was found to not be the case when KEI
operated the plant in the previous rate case. As previously testified to Green Fairways
oversees capital investments including check signing for large capital projects, directly
oversees me in all of my activities as President of the Utility, assists in obtaining loans for
the company, including providing the personal guarantee of William L. Smith, Jr. to obtain
reasonable lending rates, provides reviews for outside legal bills, provides budget and
financial oversight, participates in capital planning, and approves compensation for
employees.

Ms. Merchant has indicated that because | am related to William L. Smith by marriage that
this is not independent management, but provides no evidence that our dealings are not arm’s
length. | can very adamantly state that William L. Smith, Jr. treats me and the utility
operations as a business that must operate with the lowest expenditures possible, benefiting
the ratepayers.

Can you comment on the proposed reuse rates as compared to other reuse rates in
Monroe County?

There really are no comparators. Although Monroe County provides a reuse rate, to my
knowledge it has no customers due to a lack of demand based on the rate charged and issues
associated with reuse. The reuse rates proposed by the utility are fair and 1 believe will
continue to allow the utility receive income from reuse. If reuse rates are raised too high,
existing customers will not utilize reuse because it is now treated to AWT which means it no
longer contains any nitrogen or phosphorous, which means it does not provide any benefit
over potable water and it may contain higher levels of salt from 1&I which is not conducive

for reuse. Monroe County has already limited its reuse to 32,000 gpd from averaging over
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60,000 gpd, historically in the past, because of its concerns of using reuse. If rates are
increased too high, it may lower the amount of reuse sold. Any reduction in reuse sold then
means the reuse is being injected into the groundwater providing no value to the Utility.
Because of this, the reuse rate proposed by the utility is reasonable and will continue to
provide an income stream other utilities do not have.

Mr. Kevin Wilson of Monroe County claims that the County will increase its purchase
of reuse water at the Monroe County Jail when more is available after the new plant is
on-line, can you please comment on this.

This is the first this has ever been stated, since November 11, 2009, Monroe County has
notified KWRU that it only will accept 32,000 gpd of reuse for the Monroe County jail, which
is the minimum Monroe County can accept under its contract with KWRU. KWRU has had
excess reuse which Monroe County refuses to accept. Prior to November 2009, it was
sending up to 60,000 gpd. It has never notified the utility it will accept more reuse than the
minimum amount. Attached to my testimony is Exhibit CAJ-11 an email from Monroe
County evidencing their position on this. To date, other than testimony in this case, Monroe
County has not agreed to purchase any more reuse for the Monroe County Jail, so Mr. Wilson
stating that the amount will increase is news to KWRU and Monroe County has never
requested KWRU to provide more reuse which it has been available at any time. KWRU can
currently provide more reuse than the demand. Interestingly, Wilson states that sales will be
9 — 10 million gallons per year for the jail either this year or next year and another 4 — 5
million gallons once Bernstein Park in on-line on page 8 of his testimony but then contradicts
himself when he admits the County have only received 3.221 million gallons of reuse in the
first seven months of the year on page 37 of his testimony.

Mr. Wilson also claims that once Bernstein Park is redeveloped it will receive an

additional 4 — 5 million gallons per year, what does this equal to in income at $.98 per
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thousand.

At $.98 for 5 million gallons per year, it would equal income of $4,900.00 annually, prior to
the expenses in providing reuse.

Mr. Wilson claims that there are approximately 300 existing residential EDUs not
connected based on FKAA records that will come on-line within the first half of 2017,
do you agree with this statement?

No. Outside of less than 50 residential connections that are identified by contingency work
under the South Stock Island Vacuum Extension Project no residential customer has notified
the utility that it is not connected and desires to connect.

What do you attribute the discrepancy in FKAA residential customers and KWRU
residential customers?

There are many FKAA residential meters that we do not bill, because there is no residential
structure that is contributing wastewater to KWRU. Because we do not service a customer,
we do not bill.

Mr. Wilson claims that there is a backup of customers that cannot connect due to
KWRU’s current capacity, is this correct?

No, this is not correct. There is currently only one dry line permit issued by the FDEP, which
is for the Maloney Avenue line extension which is part of the contingency work | explained
above. It equals 28.37 EDUs or 7,092 gpd.

Mr. Wilson also claims that based on a comparison of FKAA and KWRU records there
are 24 existing general service customers not connected, is this correct?

No, again FKAA general service customers are not always connected to central sewer. For
example several fish houses have FKAA accounts that do not have wastewater facilities.
Another example that | have told Mr. Wilson about is a property owned by a refrigeration

company, Subzero. It has an FKAA account for a hose bib, but no drains and no wastewater
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account.

Mr. Wilson claims there are 24 properties representing 200 EDUs that are unable to
connect because the utility is at capacity, are you aware of this?

First, we are not at capacity. We are close to capacity, not at capacity. Second, there are not
24 properties consisting of 200 EDUs that cannot connect. There is currently only one dry
line as stated above which represents 28.37 EDUSs, far short of 200 EDUs identified by Mr.
Wilson.

Mr. Wilson states that there are four projects on North Stock Island he believes will
connect in mid-2017, the College’s additional 200 bed dormitory, Sunset Marina’s 60
residential units, SPCA, and City of Key West property, which he claims will be on-line
in mid-2017, are you aware of these projects?

Yes. Only Sunset Marina has a letter of coordination, a pre-requisite of construction.
According to its management, its expected on-line date is 2018, contrary to Mr. Wilson’s
statement.

As to the College, according to College’s representatives, the project has not received funding
and is still in the design stage. It will be at least 2 years before this is on-line. The last dorm
took one year to construct and they haven’t even submitted a design.

As to SPCA, it has not broken ground as of today’s date, and typical construction of a 20,000
square foot building will take approximately one year.

Mr. Wilson claims the Bernstein Property will be on-line representing 30,000 gpd of
flows, is this correct?

No, they received a development agreement but do not have their conditional use approval
necessary to apply for a building permit. My understanding is they also don’t have the
development rights, i.e. ROGOs and NROGOs to build. This project will not be on-line

before 2019.
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Do you have any other concerns regarding the billing rates being based on FKAA
meters?

Yes, Murray Marina, a relatively small marina, last 4 months’ bills based on their FKAA
meter was $376.90, $315.16, $363.04, $317.05. This averages to $343.03. Murrays just
installed a dedicated FKAA meter for boat washing and their new usage is 1600 gallons used
and the base charge is a 5/8”. Their new bill is $10.08 in usage and base charge is $31.66,
totaling $41.74. The Difference between average above and this month’s is $301.29 or on an
annual basis this amounts to $3,615.48. This is a relatively small marina, but it shows how
dramatic effect this kind of reduction can be. Their new bill is 12% of the former bill. So if
this were to happen with several of the larger marinas the affect would be much more
dramatic. Therefore, I am concerned whether the usage amounts utilized by the PSC to create
the cost for usage will provide the gross revenue granted by the PSC. | am doubtful that the
revenues approved will sufficiently provide for the gross revenue granted based on this issue.
Does that conclude your rebuttal testimony?

Yes, it does.

14
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1 CHAl RVAN BROWN: St aff.

2 M5. MAPP: Staff has no questions at this
3 time.

4 CHAI RMAN BROWN:  Thank you.

5 BY MR SM TH:

6 Q M. Johnson, if you can give a brief summary

7 of your rebuttal testinony.

8 A Thank you.

9 Chri st opher Johnson, President KW Resort

10 Utilities. Good norning.

11 My rebuttal testinony seeks to add resol ution
12 and accuracy to the estimates for |arge capital expenses
13 being contenplated in this rate case. Specifically the
14  expansion and AW rel ated i nprovenent project, as well
15 as the vacuum repl acenent project. M testinony also

16 addresses nonies presently held by the utility that may
17 be subject to refund.

18 The utility operates a vacuum col |l ection

19 systemthat serves a large portion of the island. This
20 systemwas originally placed into service in the sumrer
21 of '03. The systemrequires a vacuumstation that is

22 the engine that pulls all of the wastewater to a common
23 tank or vacuum vessel |located at the treatnent plant.

24 After the rate case began, the vacuumtank was inspected

25 by qualified experts, and it was found to be in need of
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1 repl acenent.
2 In a short anmount of tinme, the utility
3 prepared technical specification packages, plans and
4 requested proposals. Three bidders were deened
5 qualified and responsive by our engineer, and the vacuum
6 repl acenent tank work was awarded to the | ow bidder,
7 which happened to be the sane contractor that is working
8 on the expansion project, Wharton-Smth.
9 To mnimze admnistrative, |egal and other
10 fees, the replacenent work was added as a change order
11 nunber three to the Wiarton-Sm th contract on
12 March 28th, 2016. The total vacuum tank repl acenent
13 cost projects have been updated and provi ded by ne using
14 purchase orders for equi pnent, executed quotations and
15 contract anounts whenever possible. And whenever not
16 possi ble, we utilized engineering estimtes and
17 unexecut ed proposals. The idea behind this is to
18 provi de the Conm ssion account nost accurate and current
19 I nformati on as possible. The total cost of the vacuum
20 replacenent project is approximtely $407, 000.
21 Additionally, the expansion in AW i nprovenent
22 proj ect has been updated in a simlar fashion. The
23 total cost of the expansion in AW related inprovenents
24 Is 5.16 mllion.
25 The utility has also identified $556, 628. 40 of
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1 ClI AC coll ected per the CRI contract wth Mnroe County
2 that may be subject to refund pursuant to the County
3 opening the tax roll to these custoners.
4 Thank you.
5 CHAI RMAN BROWN:  Thank you.
6 Wul d you like to tender the wtness?
7 MR SMTH W woul d tender the w tness.
8 CHAl RMAN BROWN:  All right. W will nove to
9 O fice of Public Counsel.
10 EXAM NATI ON
11 BY MR SAYLER:
12 Q Good norning, M. Johnson. How are you?
13 A Good norning. Very good. Thank you.
14 Q Al right. W are going to try a line of
15 questions that | started asking you yesterday related to
16 a letter that you hel ped prepare and submt to the
17 Conmm ssi on on March 21st.
18 A Ckay.
19 MR SMTH  And we woul d object since this is
20 out side the scope of rebuttal.
21 MR, SAYLER:  Thank you.
22 CHAI RMAN BROWN:  WAs this exhibit --
23 MR SAYLER  84.
24 CHAI RMVAN BROWN: 84, okay. | amgoing to
25 overrule it for right now and see where it goes.
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1 Staff and Comm ssioners, this was Exhibit 84,
2 whi ch was an excerpt to utility's response to

3 Sheriff's letter.

4 MR. SAYLER: Do you need a copy, M. Johnson?
5 THE W TNESS:. Yes, please, if you woul d.

6 MR. FRIEDMAN. D d you check that stack?

7 MR SMTH  Just a clarification. | do

8 believe we did admt to have it as a full exhibit
9 once we requested that.

10 CHAI RVAN BROWN:  We did not admt 84.

11 MR SMTH: No, but | wanted himto have the
12 full exhibit.

13 CHAl RVAN BROMWN: Ckay. M. Sayler, did you
14 give hima conplete exhibit?

15 MR, SAYLER: | gave himone yesterday. |

16 don't know where it is today.

17 THE WTNESS: | got two copi es.

18 MR, SAYLER: | only plan to ask hi mquestions
19 about the excerpts.

20 CHAI RMVAN BROWN:  Ckay. M. Johnson, do you
21 have it?

22 THE W TNESS: Yes, | do.

23 CHAl RVAN BROMWN: G eat .

24 THE W TNESS:. Thank you.

25 BY MR SAYLER:
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1 Q All right. M. Johnson, would you pl ease turn
2 to CAJ-4, page eight of 269 fromyour direct testinony?
3 CHAl RVAN BROAN: M. Sayler, you said direct?
4 MR SAYLER: Yes, mm'am
5 CHAI RMVAN BROWN:  Ckay.
6 MR, SAYLER: Yesterday, | nentioned that | was
7 able totie it to direct, but at the pleasure of
8 the chair, you said to go ahead and ask it in
9 rebuttal, so thank you for --
10 CHAI RMAN BROWN:  Potentially ask it on
11 rebuttal.
12 MR SAYLER  Ckay.
13 MR SMTH  And this is the issue, is that
14 because we are through the direct, we did not bring
15 the exhibits fromhis original testinony, unless
16 you have them
17 M5. HELTON:. M. Sayler, what page did you say
18 on Exhibit 47
19 MR, SAYLER: CAJ-4, page eight of 269 of his
20 di rect testinony.
21 CHAI RMAN BROWN:  Thank you.
22 M. Johnson, would you like to take a bri ef
23 monent to find it?
24 THE WTNESS: Yes. | amtrying to |ocate it.
25 Thank you.
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BY MR

Q Are you ready, M. Johnson?
A Yes, | am
Q Ckay. You would agree that, in the PAA

portion of this case, staff asked the utility a nunber

of dat

all going to the direct.

see where it goes.

BY MR

Q Al right. This goes to issue 42 in this

case.
to --
the --
this i

269.

And in this response, the utility says, this only

CHAI RMVAN BROWN:  Ckay.

MR. SAYLER: The County has graciously | oaned
heir copy for his use if he needs it.

CHAI RVAN BROAWN:. M. Smith, is that okay?

MR SMTH: That's fine.

CHAI RMVAN BROMWN:  Ckay.

SAYLER:

a requests?

MR SMTH W would object again. This is

CHAI RMAN BROWN: | amgoing to allow it and

MR SMTH  Ckay. Thank you.

SAYLER:

And nunber 19, the Conm ssion asked the utility
about the flat rate for Safe Harbor Marina. And
and this was your response: This only relates --
S question nunber 19 on page CAJ-4, page eight of

The Conmm ssion asked you about Safe Harbor Mari na.
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1 relates to Safe Harbor Marina, goes on to say -- you

2 stated that on February 27th, 2009, the utility

3 contacted Safe Harbor to alert themof the fact that

4 maj or redevel opnent had occurred, and then the utility

5 goes on to say -- make your way down -- the utility

6 entered into an agreenent wth Safe Harbor Marina

7 whereby the utility would continue to charge $1, 650. 67,
8 not the lower 947, as stipulated in the February 2009

9 letter. And it goes on to discuss the 2009 rate case.
10 Do you see that in your response?

11 A Yes, | do.

12 Q Al'l right. Now, turn to the letter, dated

13 March 21st, and this is the utility's response regarding
14 billing practices, a letter from Comm ssion staff, dated
15 February 18, 2016. And that little bullet point is a

16 quote fromthat letter, do you see that?

17 CHAl RVAN BROAWN: And | amsorry, M. Sayler,

18 are you on the Exhibit 847?

19 MR, SAYLER: Yes, ma'am Exhibit 84.

20 CHAI RMAN BROWN:  You said April, it says

21 March 21st at the top of the letter.

22 MR, SAYLER: | apol ogize. | neant March 21st.

23 CHAI RMVAN BROWN:  Ch, okay.

24 MR. FRI EDVAN.  Wiere is that?

25 MR, SAYLER: Exhibit 84.
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1 MR SM TH. And where?

2 MR SAYLER: Page one.

3 MR SM TH. Ckay.

4 THE WTNESS: The March 21st letter | am
5 | ooki ng at now.

6 BY MR SAYLER:

7 Q All right. And there was a question by staff
8 related to Safe Harbor Marina being currently billed a
9 negotiated rate rather than the approved flat rate, do
10 you see that?

11 A Yes, | do.

12 Q And in the utility's discussion, it explains
13 that instead of charging themthe $900 flat rate, they
14 started charging themthe $1,650 rate as -- and it was
15 sonet hi ng that was negoti ated between the utility and

16 Saf e Harbor Marina, correct?

17 A Am the 1, 650.67 --
18 Q Yes.
19 A -- was the rate they were fornerly paying, so

20 they continued to pay that rate.

21 Q Even t hough the Conm ssion ordered a reduction
22 in the rate, correct?

23 A Correct.

24 Q Al'l right. And that change occurred sonetine

25 in April of 2009, where they were being charged the
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1 $1,600 rate instead of the $900 rate?

2 A Correct.

3 Q And if you turn to the |ast page of -- excuse
4 me, in the excerpt exhibit, there is a letter there,

5 dated April 20th, fromM. WIlliam Smth; do you see

6 that? It's Exhibit A

7 A Yes, | do.

8 Q And this is where KWnotified the Conm ssion
9 of its intent to charge a nontariff rate, correct?

10 A Yes. This is where they notified that there
11 had been an arrangenent with the custonmer and the

12 utility.

13 Q kay. Are you aware that it takes ful

14  comm ssion -- or Conm ssion approval to change a tariff?
15 A Yes, | am

16 Q Al right. If you would turn to page two of

17 the letter, and also turn to page CAJ-4, page 200 of

18 269, page two of the Exhibit 84 letter, where it

19 di scusses Sunset Marina. And if you | ook at CAJ-4, page
20 200 of 269, the utility's response to the staff data

21 request No. 24. And |let nme know when you see where it
22 di scusses Sunset Marina, do you see that?

23 A Yes, | do.

24 Q Al right. And based upon your readi ng of

25 your response to 24, and the bulleted response on page
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1 two of the March 21st letter, discussing Sunset Marina,
2 you would agree staff asked the utility some questions
3 about it, and this is the utility's response down bel ow,
4 correct?
5 A Correct.
6 Q Who currently owns Sunset Marina?
7 A The official nanme is Sunset Marina Hol di ngs, |
8 think -- or I amnot sure of the corporate nane.
9 Q Al right. And who owned it back in 20127
10 A | am not sure who owned it. | can tell you
11 who the general nmanager was, who | dealt wth.
12 Q And you woul d agree back in 2012, or in this
13 tinmefranme, they had two neters, is that correct --
14  excuse ne, two nmaster neters, an eight-inch and a
15 t wo-i nch?
16 A | amnot certain during the tinmefrane. The
17 neters have changed over the years. They did have one
18 nmeter for the entire facility, it mght have been an
19 eight and a two, or it could have been a six and a two.
20 | am not exactly sure of the size.
21 Q Ckay. And you woul d agree that Sunset Marina
22 Is a general service custoner of this utility, correct?
23 A Correct.
24 Q And back in 2012, were they a general service
25 custoner or a residential custoner?
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1 A In 20127

2 Q Yes, sSir

3 A The billing was done on a m xed-use basis, |

4 amsorry. This is, again, an unusual property. This

5 cane up yesterday. It has elenents of a narina and

6 commer ci al busi nesses on one part, and on the other

7 part, it has residences, private residences. As a

8 result of that, the general manager of Sunset Marina at

9 the tine, Joann Al exander, contacted the utility about
10 this issue. The utility worked with M. Al exander,

11 referred her to the Public Service Conm ssion, and the
12 Public Service Conm ssion intervened in three-way

13 conversations between the utility, the custoner and the
14 Publ i c Service Conm ssion.

15 In the course of these conversations, various
16  unusual circunstances were described to the Comm ssi on,
17 and we worked through the problem And I think in the
18 exhibit, there was sone evidence that the issue worked
19 Itself out to resolution with all parties being

20 satisfied.

21 This is a conplicated issue. There is a |ot
22 of different things going on. There as |lot of different
23 uses on the property. W took the tine to anal yze each
24 one, and go over in detail how the property was set up.
25 The unusual fact that there is two different |egal
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



624

1 entities sharing a water neter al nost never happens, |
2 said that yesterday. | can't think of another exanple
3 where this is the case, so this exanple here is just a
4 very tricky, difficult technical custoner to assign
5 billing to. And for that reason, we had these
6 di scussi ons and worked through it with the Conm ssion
7 and the custoner.
8 Q Al right. You would agree that currently
9 they are charged two general service base facility
10 charges on their eight-inch and two-inch neter, is that
11 correct?
12 A | amnot sure their exact meter configuration,
13 but they are a general service custoner. They are
14 Dbilled off their neters per the general service tariff,
15 exactly off that tariff.
16 Q And you woul d agree that they are charged the
17 general service gallonage rate for wastewater fl ows,
18 correct?
19 A That's correct.
20 Q And previously -- or excuse ne, this is -- you
21 mentioned this is an unusual configuration, so it has
22 FKA master neters, and then it has sub, smaller
23 residential meters, correct?
24 A There were at one tine functioning subneters
25 that were not FKAA, but rather maintained and by the
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1 condom ni um associ ation and their staff.

2 Q And back when those neters were being

3 mai ntai ned, did the utility charge individua

4 residential base facility charges for those to the condo
5 association?

6 A Yes, back then they did.

7 Q And when did that practice change? Was that

8 after the i ssuance of this PAA order in this case?

9 A Yes.
10 Q Now, woul d you please turn to page four of
11 Exhibit 84? And if you are still |ooking at page 200

12 and 201, the Comm ssion staff asked you a nunber of

13 questions about, please provide a |ist about neter size
14 of all general service custoners, and the nethod in

15 which they are billed. Do you see that on No. 22 on

16 page 2007

17 A Yes, | do.

18 Q Al right. And it says, see attachnent 3-227?
19 A Yes.

20 Q Al right. And in that question -- or excuse

21 me, and then | ook on page four. At the top, it says,

22 general service custoner with a six-inch neter is being
23 billed for BFC facility base charges for five-eight by
24  three-quarter-inch neters for each if its 103 units, and

25 then another general service custoner is being billed
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1 for another 49 units; do you see that?

2 A Yes, | do.

3 Q You woul d agree, that infornmation was provided
4 to staff through these -- through the utility's

5 responses to this data request on page 200 and 201 of

6 your direct testinony, correct?

7 A | woul d assune so.

8 Q Ckay. And you woul d agree that Meridian West
9 Sunset Marina and Flagler Village are currently general
10 service custoners, correct?

11 A Yes. That's correct.

12 Q And they are being currently billed a genera
13 service rate for the gallonage, correct?

14 A That's correct.

15 Q But previously, they were considered a general

16 service custoner for gallonage rate, correct?

17 A | believe that was the case.
18 Q And previously, they were being charged
19 I ndi vi dual base facility charges for each of the units

20 that were behind the master neter?

21 A Yes. That's correct.

22 Q And for these three properties, Sunset Marina,
23 Meridian West and Flagler Village, who owns that naster
24  meter? That naster water neter, excuse ne.

25 A Sunset Marina's is paid for by Sunset Marina.
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1 Meridian West is paid by their managenent conpany. And
2 Flagler Village is paid by the managenent conpany as

3 well.

4 Q Al right. Now -- but the owner of that

5 actual neter would be the Florida Keys Agueduct

6 Authority, correct?

7 A Correct. Those are Aqueduct neters.

8 Q And you woul d agree that there are subneter or
9 deduct neters behind of master neter, but those neters
10 aren't owned Hines the FKAA, is that correct?

11 A That is correct. Those are internal neters
12 that they own, control and operate, not FKAA

13 Q And what is the difference between a naster
14 meter and a deduct neter?

15 A Typically, a master neter is defined as a

16 nmeter that all the water to a property would fl ow

17 through. A deduct neter is traditionally sonething

18 that's subtracting out.

19 So an exanple would be, on a property that has
20 a dedicated fire line, or dedicated irrigation |line,

21 they may put a deduct neter behind the naster neter to
22 neasure those flows that are going to irrigation, thus
23 not returning to the sewer, or fire, again, and not

24  returning to the sewer. So those are ways to neasure

25 sort of sidestreamflows to separate them off the
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1 pl aster flow

2 Q And ultimately, whoever is responsible for the
3 master neter is responsible for that difference between
4 the subneters, correct, in paying for the water to FKAA?
5 A That would be logical, but that's -- again,

6 that woul d be FKAA policy.

7 Q Ckay. Again, returning to page four of the

8 Exhibit 84. M dway down through the | ast paragraph,

9 where it says, "these accounts were erroneously

10 reclassified.”

11 A Erroneously, yeah. Yeah.

12 Q Wul d you read that -- read those sentences to

13 the end of the paragraph, please.

14 A Sure. These accounts were erroneously
15 m sclassified in the utility's new billing system as
16 general service, rather than residential. Because of

17 the m sclassification, they were billed at the general

18 services gallonage rate of four-sixty-four per thousand
19 gal l ons rather than the correct three-eighty-seven per
20 thousand gallons residential gallonage rate. As a

21 result of this error in 2015, Meridian West was

22 overbilled $3, and | think it's 30 cents. The copy is a
23 little blurry here -- per unit per nonth. In the sane
24 manner, Flagler Village was overbilled four-sixty-two

25 per unit per nonth. For cal cul ations and backup
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1 I nformation pl ease see exhibit --

2 Q F?

3 A -- F. The utility regrets these errors and
4 wll be making a refund with interest and overpaynents.
5 In that regard -- | amsorry, with interest for any

6 overpaynents. In that regard, please have soneone

7 provide me with the nonthly interest amounts since 2009.
8 Q And that request was for staff to cal cul ate

9 the interest paynents, is that correct?

10 A | think the intention was that the utility

11  would calculate it, but | don't think the utility would
12 have a problemw th the staff doing the cal cul ation.

13 Q All right. Now, you say that these two

14 properties are currently general service custoners on a
15 gal | onage rate, correct?

16 A That is correct.

17 Q But your proposed refund is to refund the

18 difference between the gall onage rate and the

19 residential rate, correct?

20 A The intention in the refund is to give the

21 full refunds to the custoner.

22 Q Al right. Now, wouldn't these two custoners
23 be owed refunds for the erroneously charged residentia
24  custoner base facility charges?

25 A Yes, they woul d.
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1 Q Are you famliar with Florida Public Service

2 Conmmi ssion Rule 25-307.350? It's entitled underbillings
3 and overbillings for water and wastewater service.

4 A In the past, | have read that rule, but | can
5 be refreshed, if that would hel p.

6 Q All right. Let nme read you subsection (2), it
7 says, quote, "in the event that an overbilling, the

8 utility shall refund the overcharge to the custoner

9 based upon avail able records. |f the commencenent date
10 of overbilling cannot be determ ned, then an estinate of
11 the overbilling shall be nmade based upon the custoner's

12 past consunption.”

13 A Yes, sir.

14 Q In your opinion, are the two marinas we

15 discussed, Safe Harbor Marina and Sunset Marina, as well

16 as the two honeowners' associ ations, Meridi an West and

17 Flagler Village, are they owed -- excuse ne, are they
18 owed refunds for inproper billing, or excuse ne,

19 overbilling?

20 A Yes and no. Let ne qualify.

21 Q Certainly.

22 A | woul d agree that Meridian West and Fl agl er

23 Village are entitled to their full refunds with

24 interest, as stated in the letter. As to Sunset Marina,
25 | don't believe they are subject to a refund. | believe
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1 that the Comm ssion, the custonmer and the utility

2 entered into discussions and worked through the

3 situation to everyone's satisfaction. So | don't

4 believe it would be fair to require the utility to

5 refund nonies in that case.

6 Now, Sunset Marina, the situation is simlar.
7  Again, Sunset Marina and the utility came to an

8 agreenent that, because of extensive redevel opnent, the
9 situation in the conplexion in the property had changed,
10 and had cone to a settlenent on that. Since that tine,
11 the utility has also resolved with Sunset -- | amsorry
12 wth Safe Harbor Marina, their capacity issues and ot her
13 | ssues surroundi ng the property. W signhed a settl enent
14 agreenent this past year. That very issue of the

15 billing situation was part of the original conplaint

16 that was filed with the Public Service Conm ssion, and
17 at the resolution of our assessnent, M. O Connell, the
18 owner of property, and his attorney, seened satisfied

19 and no other refunds were necessary.

20 Q Now, you would agree that the utility often
21 enters into assessnents and agreenents with sone of its
22 custoners regarding billing disputes and issues; is that
23 correct?

24 A W have entered into themin the past,

25 however, it's not comon practice.
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1 Q Al right. You would agree that, for

2 I nstance, in 2009, there was sone sort of agreenent

3 between -- or alleged agreenent between the utility and
4  Sunset Marina, correct -- excuse ne, Safe Harbor Marina,

5 related to the change in the billing rate fromthe 900

6 to 1,6007

7 A Yes, there was an agreenent that was in
8 witing.
9 Q Now, why didn't to the utility bring that

10 agreenent to the Comm ssion for formal review and

11 approval ?

12 A | can't answer that question.

13 Q Al right.

14 A | don't know.

15 Q Al right. Wth regard to the current

16 settlenent that you discussed with the sane custoner,
17 have you brought that to the Conm ssion for review and
18 approval ?

19 A No, we have not.

20 Q Ckay. Were you here last night during the
21  custoner service hearing?

22 A Yes, | was.

23 Q Do you recall a discussion wwth -- fromtwo
24 representatives in Boyd s Canpground about a speci al

25 contract between the utility and Boyd's Canpground?
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1 A There were three, the brothers and Bob Jones
2 that cane | ast night, yes, | renenber.
3 Q And that agreenent was signed many years ago

4  before your involvenent with the utility, correct?

5 A Yes, Sir.

6 Q To your know edge, was that agreenent ever

7 brought forward to the Conm ssion for review and

8 approval as a special tariff?

9 A | don't believe as a special tariff. | do

10 believe, as a matter of practice, the utility does send
11 devel oper agreenents to the Conm ssi on.

12 Q Al right. Now, do you know if the Conm ssion
13 has, as part of this hearing record, the Boyd's

14 Canpground special contract for its review?

15 A Attorney Barton Smth indicated that he woul d
16 make that available, and that he had thought it was

17 al ready part of the record.

18 Q Can you direct ne where that mght be in the
19 record? | went through the discovery |last night and |

20 didn't find it.

21 CHAI RMAN BROWN:  Yeah, M. Smth, | think -- |

22 forget which party here suggested that it was in

23 the record al ready.

24 MR SMTH It is. It absolutely is. There

25 I's discovery request asking every contract for
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1 services wwth the utility since 2003. It was
2 specifically provided as one of the contracts for
3 service. It is the sane contract for service that
4 has been utilized for every custoner, and so you
5 are not going to see anything in the contract
6 excepted to fill in nanme, fill in date, but has
7 al ready been nmade a part of discovery, so asking
8 this witness where it's located in the over hundred
9 gigabits worth of discovery that --
10 CHAI RMVAN BROWN:  Ckay.
11 MR SMTH -- was provided is | aughabl e.
12 CHAI RMVAN BROWN:  Ckay. M. Sayl er.
13 MR, SAYLER. M understanding is that Harbor
14 Shores asked for that in discovery, and none of
15 Har bor Shores' discovery is part of this record
16 because staff didn't ask for it to be included in
17 the hearing exhibit. So if it's possible to carve
18 out that one at the request of the custonmer so it
19 can be part of this record, so the Comm ssion staff
20 has the ability to review it and nmake whatever
21 recommendati on they feel is proper for the
22 Comm ssion, | think it would be good to have.
23 CHAI RMVAN BROWN:  Ckay.
24 MR SMTH  We would object to that on several
25 gr ounds.
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First, the custonmer did not provide it at the
neeting | ast night.

Second, that agreenent, as all our agreenents,
state specifically is notw thstandi ng anyt hi ng
contained in here to the contrary. The utility's
tariff controls, and so the PAA order went into
effect wwth the newtariff rates and the
requirenment to bill off of FKAA neters, that
subj ect of that agreenent to change.

So the idea of going back and review ng an
agreenent that specifically has a provision, as all
our agreenents do, then notw thstandi ng anything
contained in the agreenent to the contrary, the
tariff controls if of no use or affect considering
that unless the Comm ssion is going to start
carving out tariffs for every custoner, there is no
reason to provide an agreenent that is subject to
this Comm ssion's control.

CHAI RMAN BROWN:  Thank you, M. Smth. Just a
second.

Staff, listening to the discussion that is
occurring right now, what is your recomrendation?
Do we have sonething in the record with regard to
the contract that was discussed at the service

hearing | ast night?
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1 M5. MAPP: There is currently nothing in the
2 record as di scovery has not yet been entered into
3 the record. However, to the extent that Harbor
4 Shores asked docunent request for utility devel oper
5 agreenents, that production contained docunents
6 dating as far back as 1993, and was quite
7 vol um nous, so --
8 CHAI RMAN BROWN:  |Is that identified or marked
9 as a prefiled exhibit in one of the staff's --
10 M5. MAPP: No, it is not.
11 CHAI RMAN BROWN:  But it was produced during
12 di scovery?
13 M5. MAPP: | can check right now to make sure,
14 but, as | said, quite a |lot of devel oper agreenents
15 from 1993 have been, and so | can check if I can be
16 gi ven a m nute.
17 M5. CRAWFORD: Just a minute or two trying to
18 confirm whet her we have access to those docunents.
19 CHAI RMAN BROWN:  All right. Let's take a
20 five-mnute break. W will reconvene at 10:17.
21 (Brief recess.)
22 CHAI RMAN BROWN:  Ckay. W are reconvening the
23 heari ng now and back on the record.
24 MR, SAYLER: Madam Chai r man.
25 CHAl RVAN BROMN:  Yes.
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MR, SAYLER: After consulting with the
utility, he has e-nmailed to all the parties,

i ncluding staff, the devel oper agreenent, the
subsequent letter to Boyd' s regarding the -- hold
on.

MR SMTH Cdarify, it's a letter fromBoyd's
on stating their understanding of how their
wast ewater flows would be billed by the utility.

MR SAYLER. And it's two docunents, and they
are okay with stipulating that into the record.
And the staff can reviewit, look at it and nmake
what ever deci sion or reconmendation staff would
like to to the Comm ssion regarding this
canpgr ound.

CHAl RVAN BROMWN: Ckay. First we need
confirmation that staff -- that staff has this in
its possession.

M5. MAPP: Yes, staff has the letter that was
just e-nailed. W are reviewing it now. And we
al so have the utility agreenent that was al so just
e-mai | ed.

CHAI RMAN BROWN: Do we need to mark that as an
exhi bit?

M5. MAPP: Yes, if OPC wants to enter it into

the record, it would need to be narked.

Premier Reporting

(850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



638

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CHAl RVAN BROMWN:  Ckay. So, Public Counsel,
obvi ously the conm ssioners don't have a copy. It
was sonething I was interested in last night, too,
so | was going to raise it as a question. Can we
get a copy of it?

MR, SAYLER: Certainly. 1 don't know about
printing facilities, but we can certainly ask
soneone -- yes, we can get that.

CHAl RMAN BROWN: O even e-mail to the
comm ssioners so that we can access it on --

MR, SAYLER: Certainly, M. Mapp, would you be
able to forward it to the comm ssi oners?

MS. MAPP:  Yes.

CHAI RMAN BROWN: Ckay. G eat.

So, M. Sayler, we are going to mark that as
Exhi bit 104.

MR, SAYLER  Ckay.

CHAl RVAN BROMN:  And coul d you give ne a
title, please?

MR. SAYLER: Sure, Boyd's letter and --

MR SMTH | would do it as two.

MR, SAYLER: You want two different exhibits?
That's fine.

MR SM TH. Yes, because it would probably be

easier for ne to explain it.
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1 So the first | would identify as Boyd's

2 Canpground' s Devel oper's Agreenent.

3 CHAI RMAN BROWN:  Ckay. W are going to mark
4 that as 104.

5 (Wher eupon, Exhibit No. 104 was marked for

6 I dentification.)

7 MR SMTH: And then the second is a letter
8 fromM. Daniel HamIton, dated July 16, 2004, to
9 KWRU. And if you need hard copies, | can forward
10 this to ny office and they can print it off.

11 CHAl RMAN BROWN:  That's okay. W can have
12 access by e-nmail right now So 104 is being

13 proffered by Public Counsel, or utility, or this
14 W t ness?

15 MR, SAYLER We will put it into the record.
16 CHAI RMVAN BROWN:  Al'l right. And that's going
17 to be Boyd's Canpground's Devel oper Agreenent.

18 105 is letter fromD. Ham |ton dated --

19 MR SMTH July 16th, 2004.

20 CHAI RMVAN BROWN: 2004, all right.

21 (Wher eupon, Exhibit No. 105 was marked for

22 I dentification.)

23 MR SMTH  Just for reference, the tariff

24 | anguage | cited is paragraph 6A.

25 CHAI RMVAN BROWN:  Ckay.
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1 MR, SAYLER: And wth regard to -- Public

2 Counsel doesn't take any position on what the

3 Conmm ssion should do with regards to this, other

4 than just it was brought up as a custoner concern

5 | ast night, and we thought it would be good for the
6 Comm ssion to have.

7 CHAI RMAN BROWN:  Thank you.

8 Ckay, you can proceed now.

9 BY MR SAYLER:

10 Q All right. M. Johnson, hang on to your

11 direct testinony, because | have a few questions on your
12 rebuttal testinony that wll tie back to your direct

13 testinony, okay?

14 A Ckay.

15 Q All right. And you were the w tness that

16 provi ded the supporting docunentation for the increasing
17 costs of the wastewater plant expansion project,

18 correct?

19 A Correct.

20 Q And you woul d agree that in July of 2015, the

21 expansi on project was estimated to cost 3.7 mllion?

22 A Correct.
23 Q And then about a year l|ater, the costs have
24 i ncreased to 4.3 mllion according to the signed

25 contract wwth Wharton-Smth, is that correct?
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1 A That's correct. W noved fromthe engi neering
2 estimate to a signed contract.

3 Q And then you al so included anot her 610, 000 for
4 the vacuumtank project, correct?

5 A Correct.

6 Q And when wll the utility start breaking

7 ground on the vacuum tank project?

8 A Probably in Decenber, or the very | atest,

9 right after the new year

10 Q And earlier, when | deposed you on this

11 matter, the vacuum tank was supposed to be conpleted by
12 Decenber, is that correct?

13 A The initial plan was to have it installed and
14 In the ground by Decenber 25th of this year. Because of
15 Hurricane Matthew, sone del ays, the fact that the

16 tenporary tank that we will need to use is currently in
17 service in Key Largo, puts a little uncertainty as to

18 whether we wll be able to get it in the ground

19 Decenber 25t h.

20 Q So schedul e slips and other |ocations are

21 affecting you?

22 A That's correct. W are depending on that

23 tenporary tank. We will be using that tank to coll ect
24 sewage while we do our project.

25 Q Ckay. Now, as a result of Hurricane Matthew,
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1 have there been any delays in the wastewater treatnent
2 pl ant expansi on?
3 A No, there have not. |In fact, the nost recent
4 progress neeting, the general contractor reports ahead
5 of schedule.
6 Q And when do you expect it to be conpl eted?
7 A So if he is saying ahead of schedule, we were
8 early March, and he is saying he is ahead of schedul e.
9 Early March 2017.
10 Q So you expect to be -- it to be in service in
11 early March of 2017?
12 | do.
13 Q And in your rebuttal on March 10th, you woul d
14 agree that both the wastewater expansion project and the
15 vacuumtank repl acenent project costs have changed,
16 correct?
17 A Yes.
18 Q The expansi on project has increased to 5.1
19 mllion, and the vacuum tank project has decreased to
20  $407,000, correct?
21 A Correct.
22 Q Now, let nme ask you this question: 1Is the
23 $5.1 nmillion, does that include the vacuumtank project,
24 or is the vacuumtank project in addition to the 5.1
25 mllion?
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1 A It is in addition to the 5. 1.
2 Q And you woul d agree that the final costs of
3 the two projects are estimated, but they are not -- you
4 don't know the actual dollar anmount for those two
5 proj ects?
6 A That's correct. As nuch resolution was put
7 I nto those nunbers as possi ble, but every single
8 conponent of the project is not paid for at this point,
9 or contracted at an exact dollar anount.
10 | think I did the calculation, and | think
11 about 92 percent of the costs are known costs. So we
12 are really getting to the point where the costs are
13 bei ng nail ed down.
14 Q Al right. And that is typical in nost |arge
15 engi neering projects, that the closer you get to
16 closing, the nore accurate your final nunbers are,
17 correct?
18 A Yeah. In general, that's true.
19 Q And to your knowl edge, are there any surprises
20 that are out there, any issues that could potentially
21 I ncrease or decrease the project?
22 A There is certainly a possibility that
23 sonmething could arise. | think, at this point in the
24 project, the probability of that is getting | ess and
25 | ess.
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1 Q Well, that's good to hear. Thank you.
2 Al right. On page nine, starting line 17 of
3 your rebuttal, you discuss Ms. Merchant's clains that
4 there is a collection of 310,000 Cl AC in 2015, and
5 179,000 in 2016; do you see that?
6 A Yes, | do.
7 Q You woul d agree that the utility did, in fact,
8 collect these two anbunts of CIAC in 2015 and 2016,
9 correct?
10 A Yes, we did.
11 Q And you woul d agree that you are saying sone
12 of these dollars, about 213,000, m ght be refunded to
13 custoners; is that correct?
14 A | use the word "m ght".
15 Q Ckay.
16 A Only really because the process where the tax
17 roll gets opened is not really sonething the utility has
18 control over. So should that happen, | think the word
19 "mght" becones "wll".
20 Q Now, you woul d agree that none of the refunds
21 have occurred, correct?
22 A Correct.
23 Q Now, the 213 refunds, is that refundi ng of
24 noney that was collected in '15 and '16, or include
25 nmoni es that were collected earlier?
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1 A The 213 specifically is collected in 2015 and
2 '16.
3 Q Al right. And you would agree that the
4 utility cannot force a custonmer to go on to the County's
5 tax roll, is that correct?
6 A | don't believe the utility can, but the
7 County may have that authority.
8 Q And yesterday, there was sone testinony
9 about -- strike that question.
10 On page five of your rebuttal testinony, you
11  were asked a question about the total estimted cost for
12 t he expansion, and previously you testified it's about
13  $5.1 million, correct?
14 A Correct.
15 Q And those -- that estimated cost is |isted on
16 CAJ-9 of your direct testinony -- rebuttal testinony?
17 Correct.
18 Q Let's turn to CAJ-9, page one of one.
19 CHAI RMAN BROWN:  Page one of seven?
20 MR SAYLER: Yes, ma'am | went to CVS
21 pharmacy | ast night for ny cold and | amafraid
22 It's show ng.
23 No, it's CAJ-9, one of seven. | wll share
24 m ne, can | have ny sheet back? If it's not your
25 exhi bit, then you don't want the cost, right?
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1 CHAl RVAN BROMWN:.  Ckay, M. Johnson, you got a
2 copy?

3 THE WTNESS. Yes, | do. Thank you.

4 CHAl RVAN BROMN:. Pl ease proceed.

5 BY MR SAYLER:

6 Q You woul d agree, at the very top of the page,
7 you see a dollar amount, $4.3 nillion. That's the

8 original Wharton-Smth contract price, correct?

9 A Correct.

10 Q And then you go on down the page, and bel ow
11 the line, where it says, current anount remaining on

12 contract, all of those costs that are below that |ine
13 are all additional costs that have been added to the

14 project since the contract was signed with

15 Wharton-Smith, is that correct?

16 A No, not all those are. |In the first line,

17 there is $554,182.97 line item Those were actual paid
18 to date as of 9/27/2016, excluding any Wharton-Smth

19 I temns.

20 Q kay. And bel ow that amount, the 29, 000 that
21  you gave out 10,000 for legal, 113 for engi neering,

22 those are all additional costs to that 4.3; is that

23 correct?

24 A For the nost part, yes.
25 Q Al right. Wuld you | ook at page of your
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1 CAJ-3, 12 of 127 fromyour direct testinony. Did you
2 give your direct testinony back to the County, the one

3 that you borrowed earlier?

4 CHAI RVAN BROWN:  You said CAJ-3, what nunber?
5 MR, SAYLER: Page 12 of 127. At the top of

6 the page, it says, negotiated bid form

7 CHAI RVAN BROMWN: | f you have an extra copy for
8 him just to speed things al ong.

9 THE WTNESS: | have it. | have it.

10 CHAIl RVAN BROMWN: Great. Thanks.

11  BY MR SAYLER
12 Q Looki ng at the negotiated bid form you w ||

13 see a description of the nunber of projects, do you see

14 t hat ?
15 A Yes, | do.
16 Q And | ooking at the bottom half, the skid

17 project, and bel ow on CAJ-9, you agree that a | ot of

18 these itens are also the sane itens on the negoti at ed

19 bid form correct?

20 A Sone are and sone aren't.

21 Q Ckay. You woul d agree that the engineering is
22 not on the negotiated bid form correct?

23 A Correct.

24 Q But the other hard itens, sone of themlike

25 chem cal skids, tanks, stainless steel cables, anchors,
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1 those are part of the negotiated bid form correct?
2 A Mostly. There was one itemin particular,
3 there was a SCADA screen the utility purchased, we had
4 It for about a year, and for permtting conplications,
5 we haven't been able to install it. So that would be
6 one itemthat's really not mart part of the
7 \Wharton-Smth, we have that. But the second
8 Vharton-Smith screen -- | amsorry the second SVWECO
9 screen would be.
10 Q Ckay. So you woul d agree that the second
11 SWECO screen was previously included in the 4.3 mllion,
12 correct?
13 A Correct.
14 Q And so the dollar anmount down bel ow shoul d be
15 a deduction to that 4.3 mllion, correct?
16 A Correct, that woul d be deducted out.
17 Q And did you deduct that out on your page one
18 of seven of CAJ-9?
19 A | did not.
20 Q Thank you.
21 Now, regarding CAJ-9, this exhibit is a
22 summary of updated costs for the conpletion of the
23 wastewater treatnent plant project, as well as the air
24 vac tank -- or excuse ne, the vacuumtank repl acenent
25 project, correct?
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1 A No, on CAJ-9, page one of that 5.1 total is
2 just for the expansion and AW inprovenents. The vacuum
3 I s contai ned on anot her page, that's page six of seven,

4 the $407,771. 48.
5 Q Pl us anot her 24,000 for engi neering on page

6 seven of seven?

7 A The future engineering is actually included.

8 It's captured in the fourth line itemon page six of

9 seven.

10 Q Thank you for that clarification.

11 Now, woul d you pl ease | ook at pages two, three

12 and four of your exhibit CAJ-9? Do you see those?

13 A Yes, | do.

14 Q And are these excerpts fromyour general

15 | edger that were included in this exhibit?

16 A Yes, they are.

17 Q Al right. And you would agree that, on the

18 top of page two, the first date is 12/1/2012, correct?
19 A Correct.

20 Q And on the top of page three, the first date
21 is 7/30/2015, correct?

22 A Correct.

23 Q And the top of page four is dated 6/28/ 16,
24  correct?

25 A Correct.
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1 Q Do you recall when your direct testinony was
2 prepared?
3 A | don't know the exact date.
4 Q Was it sonetine in the June tineframe for the
5 filing of July 1st?
6 A Yes.
7 Q You woul d agree that many of these expenses
8 that you update the costs for in your rebuttal testinony
9 were actually incurred up to four years before your
10 direct testinony was filed?
11 A Yes, there were costs that were incurred
12 several years before | filed.
13 Q But you did not include those in your direct
14 testinony? Yes or no?
15 A No.
16 Q Thank you.
17 And earlier you testified that of SCADA was
18 not part of the Wharton-Smth contract?
19 A SCADA was included in, if you look at it from
20 the point of view that the PLCs thensel ves are included
21 in the Wharton-Sm th contract. Sone of the other
22 equi pnent -- | amsorry, progranmable |ogic controllers.
23 Q And what is SCADA? Can you expl ai n what SCADA
24 | S?
25 A SCADA is the nonitoring systemthat controls
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1 all the basins, sets off alarns if there is a high |evel

2 in a basin. It's really what protects the plant from
3 havi ng sone sort of environnental hazard. It's tied
4 into a call system which would go out to the operator

5 who's on duty, either text nessage, send an e-mail or

6 call if any of these alarm conditions occur.

7 SCADA also has to do with the control. SCADA
8 Is an integrated systemthat uses conputers, if you

9 wll, PLCs, to nonitor certain levels in certain basins

10 to nmake sure that the basins stay within the set points
11 as prescribed by the operations manual, or the engineer,
12 or the operator.

13 Q Thank you.

14 And on page one of seven, you do include

15 across for SCADA, correct?

16 A | do.

17 Q And then you al so have another line itemon
18 that page called legal to end-of-project for $10, 0007
19 A Correct.

20 Q And that is related to dealing wth vacuum

21 tank portion of the project, fence issue and cl ose-out

22 I ssue, is that correct?
23 A Yes. This line itemactually is the one |ine
24 Itemthat sort of violates ny rule of keeping the vacuum

25 tank separate in nmy presentation.
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1 Q Ckay.
2 A There is -- there is a land issue, easenent
3 use issue. Wen we put this vacuumstation in -- | am
4 sorry, vacuumtank in, we are going to have to take out
5 a tank, put a tenporary tank in and then construct a new
6 punp -- the new tank. All of this happens in the front
7 gate to our facility. W are going to have to take our
8 gate out of service where we currently drive our
9 vehicles in; and not only we drive our vehicles in, the
10 contractors that are currently building our expansion
11 project need to get in and out with supplies, equipnent
12 et cetera.
13 In the interim we have an easenent. To
14 utilize our easenent, we have had to hire tree
15 contractors to take down trees to clear the easenent,
16 nove fences and set up a new gate so that we can enter
17 and exit the property while the vacuum tank repl acenent
18 project is under way.
19 Q And was that $10,000 originally included in
20  your vacuumtank project?
21 A No, it wasn't.
22 Q And then the $113,000 for edge nearing, that
23 was not included in your direct testinony, correct?
24 A | believe that's correct.
25 Q And the chem cal skids on page one, where you
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1 see the Hawkins quote, dated 7/16/20167
2 A Yes, sir.
3 Q Were chem cal skids, that's cost included in

4 your direct testinony?

5 A No, they were not.
6 Q But you woul d agree that chem cal skids were
7 Included in the 4.3 mllion Wharton-Smth contract,

8 correct?

9 A No. W renoved those because the utility

10 could buy them nuch cheaper and save the utility noney
11 In the end.

12 Q Is it your testinony that the chem cal skids
13 are not on the negotiated bid formin your direct

14 testi nony?

15 A They shoul d not have been.

16 Q But you see themlisted there, correct?

17 A Yes, | do see themthere.

18 Q Al right. Thank you very mnuch.

19 MR, SAYLER: No further questions?

20 CHAI RMAN BROWN:  Thank you, M. Sayler.

21 Monroe County.

22 MR, SAYLER: Oh, and | have been notified that
23 we do have the exhibit for the appropriate tine.

24 CHAI RMAN BROWN:  Ckay. Thank you.

25 Coul d we have staff pass those out to the
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1 Conmm ssioners and to the court reporter?
2 MR, SAYLER: And again, | would like to thank
3 the utility for being able to find those and
4 provi de themto everyone, so thank you, M. Smth.
5 CHAI RMAN BROWN:  Thank you.
6 MR. SAYLER. And the County for copying it at
7 t axpayer expense.
8 CHAIl RVAN BROMWN:  And we are happy to have
9 them Thank you.
10 M5. CRAWFORD: Commi ssioners, for clarity,
11 what's bei ng handed out, there are actually two
12 sets of exhibits. The first are the 104 and 105
13 associated with cross. Also, since Mnroe County
14 Is about to begin it's cross-exam nation, we are
15 al so passing out Monroe County exhibits.
16 CHAI RMAN BROWN:  Thank you, Ms. Crawford, for
17 require clarification, so the utility agreenent is
18 104 and the letter is 105.
19 kay. So, M. Wight, we will begin with
20 mar ki ng this as 106.
21 MR, WRI GHT: Thank you, Madam Chai r man.
22 If we could, I would actually, if they are
23 | ucky, they handed themout in the order which I
24 intend to introduce them KWRU s response to staff
25 interrogatory No. 24, | would like to be marked as
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



655

1 106. That's the first one | wll take up.
2 CHAl RVAN BROMWN:  That's the only one that |
3 have actually. Conm ssioners, do you have anot her?
4 MR. WRI GHT: There should be two nore on their
5 way to you, Madam Chai r man.
6 CHAI RVAN BROWN:  (Okay. Let's hold off for a
7 sec.
8 MR SAYLER M. Wight, were you handi ng out
9 three exhibits for this wtness?
10 CHAI RVAN BROWN:  Thr ee.
11 MR, WRIGHT: Yes. There are three, and |
12 think the staff actually packaged them toget her as
13 packets of three.
14 CHAI RMVAN BROWN:  Ckay.
15 MR, WRIGHT: That nay be what happened here.
16 So you shoul d have -- everyone should have three
17 docunents, one described as KWRU s response to
18 staff interrogatory No. 24.
19 CHAI RMAN BROWN:  We are going to mark that as
20 106.
21 MR, VWRI GHT: Thank you.
22 (Wher eupon, Exhibit No. 106 was marked for
23 I dentification.)
24 CHAI RMVAN BROWN:  Ckay.
25 MR, WRI GHT: The next one | would |ike marked
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1 as 107 is e-mails re potential Key Haven fl ows.
2 CHAI RMVAN BROWN:  Ckay. Mark that as 107.

3 (Wher eupon, Exhibit No. 107 was marked for
4 I dentification.)

5 MR, WRIGHT: And then 108, the other exhibit,
6 is e-mail s between Christopher Johnson and Kevin
7 W son re additional connections | would |ike

8 mar ked as 108.

9 CHAl RMVAN BROWN:  Ckay. We will do that as
10 wel | .

11 (Wher eupon, Exhibit No. 108 was marked for

12 I dentification.)

13 CHAI RMAN BROWN:  Ckay. | believe you have the
14 floor, M. Wight.

15 MR, WRI GHT: Thank you, Madam Chairman, if |
16 coul d have a few seconds.

17 CHAI RMVAN BROWN:  Sure.

18 MR WRIGHT: | amcatching up with --

19 CHAl RVAN BROMN:  Paper .

20 MR WRIGHT: Ckay. Thank you very nuch for

21 t hat i ndul gence.

22 EXAM NATI ON

23 BY MR WRI GHT:

24 Q Good norning, M. Johnson.
25 A Good nor ni ng.
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1 Q One thing we can agree on, go Cubs.

2 A Absol ut el y.

3 M5. AKTABOASKI :  And the el ections are today.
4 MR SMTH: Yeah, as a Wite Sox fan --

5 CHAI RMAN BROWN:  You obj ect ?

6 MR SMTH No, | ama Chicago fan

7 CHAIl RVAN BROAN: Good. So am | .

8 BY MR WRI GHT:

9 Q Ckay, M. Johnson, at page five of your

10 rebuttal testinony, you tal k about future growth and
11 growt h expansion. | just wanted to confirm sonething
12 usi ng what's now been marked as Exhibit 106 regarding
13 the conpany's expectations of growh. You have seen

14 t his docunent before?

15 A Yes, | have.
16 Q You actually sponsored it in the conpany's
17 I nterrogatory responses. WII| you agree that this is

18 the conpany's best estinmate of projected growh on its

19 syst enf?

20 A Yes.
21 Q Thank you.
22 | would like to ask you to pl ease | ook at

23 what's now been nmarked as Exhibit 107, this is -- this

24 Is extension of issues related to potential growth.
25 A Yes.
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1 Q M. Johnson, isn't it true that Key Haven is a

2 community |located on an island known as Raccoon Key,

3 | mredi ately adjacent to the east, or northeast of Stock
4 | sl and?

5 A Yes.

6 Q And that -- that community is presently served

7 by the Florida Keys Agueduct Authority waterways water
8 service?

9 A Yes.

10 Q And everybody down here calls it either the
11 aqueduct or FKAA, right?

12 A Correct.

13 Q Ckay. Are you aware that FKAA has expressed
14 sone interest in finding another entity to service the
15 wastewater flows fromthe Key Haven community?

16 A Yes, | am

17 Q Are you aware that -- is it true that your

18 conpany's president, or CEQ, whatever he is, M. Bil

19 Smth, approached FKAA with a proposition that KWRU

20 woul d take over the flows once your new plant is up and
21 runni ng?

22 A Yes.

23 Q You agree that presently there are

24 approxi mately 400 ERCs or EDUs of residential service in

25 Key Haven?
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1 A Yes.
2 Q If you would, |look at Exhibit 107. [If you
3 | ook at page one of three. The first itemthere is an
4 e-mail from Tom Wal ker to M. WIlson. Wuo is Tom
5 Wl ker?
6 A He is the Deputy Executive Director of the
7  Aqueduct Utility Operations.
8 Q Thank you.
9 And so his -- this e-nmail purports to estimate
10 current flows and projected fl ows when the authority
11 repl aces the collection system correct?
12 A Correct.
13 Q So that when the collection systemis
14 replaced, that will reduce infiltration and stuff |ike
15 that; is that right?
16 A Correct.
17 Q That's why the vol unes drop down from80 to
18 120 to 60 to 85,000 gal l ons per day?
19 A Correct.
20 Q Thank you.
21 Do these nunbers sound about right to you,
22 based on what you know about Key Haven?
23 A Yeah. They are in the ballpark, as he states
24 in his e-mail.
25 Q Thanks.
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1 And are you aware that there is another
2 community plan for devel opnent on Key Haven that woul d
3 have approximately 43 single famly honmes? And if you
4 would, look at page two of three, which is, we figured
5 out in your deposition, is a newspaper article by Tim
6 O Har a?
7 A Yeah. | have seen this. | amaware of it.
8 Q And you are aware of potential devel opnent --
9 A Yes.
10 Q -- for an additional 43? Thank you.
11 If KARU were to cone to serve this |oad, would
12 you expect to collect the service availability charges
13 or plant capacity charges, as they are called in your
14 tariff, for these custoners?
15 A At this point, | think the answer is no, but
16 dependi ng on how the council rule -- Comm ssion, | am
17 sorry, rules, | can't say what the future hol ds.
18 Q What aspect of the Conm ssion -- the Public
19 Service Comm ssion, is that the Conm ssion to which you
20 referred?
21 A Correct.
22 Q What aspect of the Conmi ssion's ruling would
23 af fect your answer?
24 A | am not sure about that. | haven't really
25 asked Bill Smth the particulars of his proposal, why he
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



661

1 structured it the way he did. But we all know that that
2 proposal, if it's adopted, would have to be approved by
3 the Conmm ssion.
4 Q That's a good answer.
5 You descri bed proposal, do you know exactly
6 what the proposal was that M. Bill Smth nade to the
7 nice folks at the authority?
8 A | did receive an e-mail of the proposal, | am
9 going to say Cctober 2nd or 3rd. It was one of those
10 two dates. And | have |looked at it, not in great
11 detail. It's not a very thorough proposal. It's nore
12 of sort of a draft proposal that would lead to a nore
13 formal proposal, or sonething a little nore el aborate,
14 so it's pretty basic, but I did skimthrough it.
15 Q Ckay, it's what we mght call an indicative
16 proposal ?
17 A Il will go with that.
18 Q What were the economc guts of that indicative
19 proposal ?
20 A The proposal was essentially laid out in
21 Installing, constructing reuse lines -- | amsorry,
22 reuse main and force main to collect the wastewater from
23 the current master station and transmt it to the KWRU
24 treatnent plant, was that other conponent. They put a
25 Public Service Comm ssion gall onage rate at genera
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of the general service tariff for the water neter.

charge or simlar capacity charge in that offer?

ce, and they put a six-inch, | believe, again off

Q Was there any proposal for any plant capacity

A | don't believe there was.

MR VWRIGHT: [|'ll bet that | sonehow or other
in an e-mail have received that, but | have not
seen this docunent. Madam Chairman, could | ask
M. Smth, M. Bart Smth, if that is in any of it
the stuff that we have, and if not, | would ask
that it be furnished in its basic format as a
late-filed, and I would |ike that nunbered as 109?

CHAI RVAN BROAWN: M. Sm th.

MR SMTH. The answer is, no. It was not
even done during the discovery period, and so we
are -- we state that that is not subject to the
di scovery in this matter, and we are not agreeing
to produce it outside the discovery.

CHAl RVAN BROMN:  And t he di scovery period
has -- has run.

Staff, | tend to agree with the utility on
this. Any suggestion or comment?

M5. CRAWFCORD: Late-filed exhibits are frowned
upon for a nunber of reasons, not the |east of

which is they tend to be submtted after the record
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1 has actually closed. |If it's a docunent that can

2 be provided in the course of this hearing, perhaps

3 if -- if Monroe County can denonstrate its

4 rel evance to the proceeding -- | ama little

5 concerned that it is past the discovery period,

6 however .

7 CHAI RMVAN BROWN:  Ckay. M. Wi ght.

8 MR. WRI GHT: The substance goes to potenti al

9 usage and revenues and sales by KWRU in,

10 potentially, 2017. Wen | spoke to M. Johnson

11 about this at his deposition, his answers were much
12 | ess clear as to what the status of the offer was.
13 He did not even refer to the e-mail that he saw

14 dated, plus or mnus Cctober 2nd, so | wasn't even
15 aware of it until now.

16 Clearly, | think that the conpany's usage,

17 al t hough, they don't agree with our position. Qur
18 position is that their sales in 2017 are entirely
19 relevant to this case. | think the docunent would
20 be probative, for what it's worth. And if -- if

21 t he conpany does not want to furnish it, if the can
22 furnish it during the hearing, then we can have

23 sonebody authenticate it, or not. And if not, |

24 can live with the specific answer that -- the

25 answers that M. Johnson just gave. | thought it
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1 m ght be nore hel pful to have the actual docunent
2 in the record, but | am okay either way.
3 CHAI RMAN BROWN:  Ckay. And | am confortable
4 with the Iine of questioning that you are going. |
5 think it is very relevant to the testinony.
6 However, if you are confortable wth the testinony
7 that the witness provided, then let's just nove on.
8 MR WRIGHT: Geat. | amhappy to do that.
9 BY MR WRI GHT:
10 Q WIl you agree that if -- so back up.
11 I n response to a previous question, you stated
12 that there would be a reuse main and a forced main
13 installed. Wuld those be installed at the expense of
14 KWRU?
15 A No. They would be installed at the expense of
16 the aqueduct authority.
17 Q Thank you.
18 So woul d you agree that if this transaction
19 were to be consummated, that there would be little, if
20 any, fixed cost by KWRU to provide service?
21 A | can generally ago long with that -- that
22 principle.
23 Q Thanks.
24 So the only real cost would be the variabl e
25 operating and mai ntenance cost of providing the
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1 treatnent service and the reuse water back to Key Haven?
2 A Correct.

3 Q Your rates do include, even your gall onage

4 rates and your BFCs do include contributions to fixed

5 costs, correct?

6 A | am not sure that they do.

7 Q They -- your rates include revenue

8 requi renents associated with your rate base, do they

9 not ?
10 A Oh, yes, they do.
11 Q Ckay. What's the conpany's proposed gal |l onage

12 charge for general service in this case? About $7 a

13 t housand, isn't it?

14 A Can | | ook that up?

15 Q Thank you.

16 A You are asking what the utility requested rate
17 | S?

18 Q Yes, sir, as your case now stands with

19 everything that's in there.

20 A $9. 14.

21 CHAI RMVAN BROWN:  Are you doing math over

22 there, M. Wight?

23 MR WRIGHT: Yes, ma'am | amtrying do an

24 estimate of what the gall onage charge revenues

25 woul d be.
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1 BY MR WRI GHT:

2 Q Soif | wanted to estinmate the gall onage

3 charge revenues -- and | amjust going to use $9 as a
4  rounded nunber, and use the |low end of the estimate

5 provi ded by M. Wl ker at 60,000 gall ons per day. So |
6 take 60 Kgals tines nine tinmes 365, | get about

7 $197, 000, does that sound good?

8 A Subj ect to check.

9 Q You are welcone to verify the cal cul ation.

10 MR SMTH And | amgoing to object. | don't
11 see where this line of questioning is going.

12 M. Johnson didn't go to the revenue requirenents,
13 or revenue that will be made by the utility, so

14 going down a line of questioning of what the

15 utility could potentially nake from custoners that
16 may or may not connect in the future, | think is
17 wel | outside the scope of his rebuttal.

18 CHAl RVAN BROMWN:  Wel |, that may be true, but
19 the line of questioning that has just occurred on
20 this exhibit, and based on M. Johnson's responses,
21 | think it is probative and relevant, so | wll

22 al l ow t he questi on.

23 MR SMTH | amonly going to the

24 mat hemati cal cal cul ati ons.

25 CHAl RVAN BROMN: He said, subject to check.
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1 MR SMTH  Ckay.
2 CHAl RVAN BROMAN:  You can proceed.
3 BY MR WRI GHT:
4 Q Wul d you |ike to do a check cal cul ati on,
5 M. Johnson?
6 A In the interest of saving tine, let's nove on.
7 Q Ckay.
8 A Subj ect to check, | agree.
9 Q And you have had the opportunity to check,
10 correct?
11 A Correct.
12 MR WRIGHT: Ckay. |If | have got it wong, |
13 will cheerfully stipulate that M. Smth can
14 present correct arithnetic in his brief, hows
15 t hat ?
16 CHAI RMAN BROWN:  Fai r enough.
17 MR WRIGHT: Don't get your hopes up, but that
18 does conclude ny line of questioning about the act
19 duct authority and growmh for M. Johnson.
20 BY MR WRI GHT:
21 Q M. Johnson, | have a few questions for you,
22 at least | hope it turns out to be just a few questions
23 for you regarding CIAC. You testified about Cl AC at
24 page nine in your testinony in rebutting Ms. Merchant's
25 testi nony?
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



668

1 A Yes.
2 Q Your testinony -- and this is slightly
3 repetitive, but it's a necessary predicate to the next
4 question | will ask. You testified in response to a
5 question by M. Sayler on this subject, your testinony
6 Is that the -- sonme of the CIAC, and particularly what
7 I's shown in your CAJ-10, | think, right --
8 A Yes.
9 Q -- is subject -- may be subject to refund?
10 A Correct.
11 Q Has t he conpany refunded any of the Cl AC
12 anmount s?
13 A At this point, we have not.
14 Q Has t he conpany made any comm tnent or prom se
15 to its custoners to refund any such anounts?
16 A W haven't nade any prom ses at this point.
17  We have nmade them aware of what we are doing, but no
18 prom ses.
19 Q WIIl you agree that any such refunds woul d be
20 contingent on the County agreeing to receive those
21  custoners on what we call the tax assessnment roll?
22 A That is correct.
23 Q | have a few questions for you regarding
24 potential additional connections in your rebuttal
25 testinony to M. WIson on page 12 of your testinony.
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1 A Ckay.
2 Q At |lines four through nine, you discuss
3 M. WIlson's testinony that there are approxi mately 300
4 existing residential EDUs not connected. And you rebut
5 that by saying, outside of |less than 50 residenti al
6 connections that are identified by contingency work
7 under the South Stock Island extension project. M
8 first questionis, | think somewhere el se you have an
9 exact nunber, it's like 28, or 28 and a fraction of
10 EDUs; is that right?
11 A What that is is -- that 28 infraction has do
12 wth the connections that are related to the Ml oney
13  Avenue |line extension, which is a piece of vacuum sewer
14 that the County and the utility would do in partnership
15 as a, quote, ungquote, "contingency itemfromthe
16 original contract."
17 Q Ckay. Then help nme out. Wen you say, |ess
18 than 50, do you have a nore precise nunber?
19 A The nunber of 50 was just a capture. The 28
20 and fraction, plus sone other folks who would need a
21  vacuumpit installed and are not part of the line
22 extension proper but would be other contingency worKk.
23 Q | would like to ask you about your question
24 and answer between lines 15 -- beginning on |line 15 and
25 concl udi ng on page 19. You nake the statenent that
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1 M. WIson is not correct in asserting that there is a

2 backup of custoners who cannot connect due to KWRU s

3 current capacity. |Is that an accurate characterization
4 of your testinony?

5 A Yes. | say there is not a backup.

6 Q | would like to ask you to | ook at what's been
7 mar ked as Exhibit 108, please. This is a series of

8 e-mails between you and M. WIlson. The top line is a

9 transmt to ny colleague, Ms. Hall, but the substantive

10 nmessages are bel ow on the nunbered pages one and two of

11 the e-nail. Do you recall these e-mails, M. Johnson?
12 A Yes, | do.
13 Q Okay. Taking themin chronol ogi cal order, you

14 shoul d | ook at page two of the e-mail fromM. WIlson to

15 you dated Septenber 21st.

16 A Ckay.
17 Q kay. And | read this to say, by M. WIson,
18 hey, Chris, | want to get noving on getting these

19 properties connected, connected, is that pretty

20 accurate?

21 A He is essentially tal king about the

22 contingency work that | just nentioned, in getting going
23 on that work. Yes

24 Q Ckay. Now, is that -- is that just the

25 Mal oney Avenue, or does that include Ml oney Avenue pl us
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1 other contingency type work?

2 A The contingency work consists of the Ml oney
3 Avenue line extension, and then additional work on top
4 of that.

5 Q If it's possible, could you briefly sumari ze
6 what that additional work is?

7 A Okay. The Mal oney Avenue |ine extension is

8 essentially an area of the island that did not receive a
9 vacuummain. So the line extension is to bring the main
10 to these properties, so that's a 28-EDU groupi ng of

11 properties. Then, throughout the island, there is an
12 occasi onal property that was left unserved as a result
13 of the 2002-2003 project. Those isolated properties

14 here and there conprise the remaining 22 EDUs of the 50
15 that was nentioned previously.

16 Q Thank you.

17 And | ooki ng at page one of the e-mail chain,
18 this is an e-mail back fromyou to Kevin, basically you
19 are just saying, | hear ya. W are sorry. W are

20 really busy with the rate case and other stuff. W wll
21 get to it as soon as we can; is that about right?

22 A Rat e case, construction, vacuum yes, we are
23 taxed right now, stressed.

24 Q So your testinony is that it's not a | ack of

25 capacity that's causing the backup, but rather a | ack of
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1 resources to conplete the work; is that accurate?

2 A | am not saying there is a backup at all

3 Every single custoner who's cone to the utility and

4 asked to connect to the utility has been allowed to

5 connect to the utility. So there is no custoners that
6 are waiting in line for sonething to happen. They have
7 all been allowed to connect. So | am not saying there

8 I s anybody backed up.

9 Q What about these 50, they are not connected?
10 A They are not connected sinply the
11 I nfrastructure is not placed in the ground yet to allow

12 their connection to happen. W don't have the necessary
13 I nfrastructure to handle their flows. W need to put

14  vacuumpits in and vacuummains in that would facilitate
15 the conveyance of their sewage to the wastewater plant,
16 and that just hasn't happened yet.

17 Q You w |l agree that these custoners want to be
18 connected, wll you not?

19 A For the nost part they want to connect, yes.
20 Q What about Reesi Pizza (sic), if that's the

21 ri ght pronunciation. Roostica, sorry.

22 A Those are current custoners.

23 Q Isn't there -- isn't there another pizza

24 establishnent that is waiting to connect owned by the

25 sane party that owns Roostica?
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1 A | have not received notification from anot her
2 pizza place. | amsorry.
3 Q My information on that subject may not be
4  accurate.
5 CHAI RMAN BROWN:  Pi zza sounds good right now.
6 MR FRIEDVAN. It is good.
7 BY MR WRI GHT:
8 Q Are you aware of any custoners who have sought
9 service who only have dry line permts because they are
10 not -- put a question mark by permts. Are you aware of
11 any custoners who have requested service who have only
12 got dry line permts at this tine?
13 A Yes. The dry line permt, there is one, and
14 it's out by the utility for the Mal oney Avenue |ine
15 extension. That is the only dry line permt currently
16 I n existence.
17 Q Is that permit only issued in dry line status
18 because the plant expansion is not conpleted?
19 A The -- as | understand it, the way DEP | ooks
20 at the situation is when they get the permt
21 application, they match the application to the capacity
22 of the plant. And if their estimation is that the
23 project to be conpleted is going to be at or near
24 capacity, what they will then do is they will issue a
25 dry line permt as opposed to a wet permt, so to speak.
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1 And what that does is that does not guarantee the owner
2 of the permt, the permttee, the ability to hook up

3 automatically.

4 In a dry line permt situation, when your

5 project is nearing conpletion and you submt your

6 certification of conpletion to them that's when they

7 review where is the utility's capacity right now, and
8 what kind of flowis this new project going to send to
9 the utility. And if, in their estimation, they deem
10 that the utility's capacity is sufficient, they wll

11 take that dry line permt and clear it for use. And

12 they have done this in two situations already, so we

13 have had this happen.

14 Q Thank you for the explanation.

15 If you could, give ne a yes or no on the

16 question with the explanation. Was the permt issued as
17 a dry line permt because DEP is concerned that your

18 plant is at capacity?

19 A Yes.

20 Q Thank you.

21 MR, VWRI GHT: Madam Chairman. | do have a few
22 nore questions for M. Johnson concerning reuse

23 servi ce.

24 BY MR WVRI GHT:

25 Q And, M. Johnson, you testified about reuse
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1 servi ce between pages 10 and 12 of your rebuttal

2 testinony.

3 A Yes, sir.

4 Q WI Il you agree that whatever the Conm ssion
5 approves as reuse rate revenues in this proceeding wll
6 offset revenues that would otherw se have to be

7 col l ected through service rates to other custoners?

8 A Yes.

9 Q Do you know what the increnental cost per

10 thousand gallons to produce and to deliver reuse water
11 to a custoner who already has the facilities avail able
12 to receive reuse water is?

13 A No.

14 Q Rel ative to -- so | understand the conpany is
15 currently supporting a proposed charge of 93 cents per

16 t housand, is that accurate?

17 A That's the Conm ssion approved rate, correct.
18 Q Comm ssi on approved in the PAA?

19 A Correct. Sorry, yes, to qualify.

20 Q Yeah. So at this point in the proceedi ngs,

21 are you supporting the 93 cents, or do you want a higher
22 rate?

23 A We are supporting the 93 cents.

24 Q Do you have an opinion -- and you are a d ass

25 A wastewater operator. Do you have an opinion as to
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1 how -- what the magnitude of the variable costs of
2 produci ng and delivering reuse water is as conpared to
3 the 93 cents?
4 A | would have to spend sone tine really
5 thinking about that. Of the top of ny head, | couldn't
6 give you an answer to that.
7 Q Do you think it's |l ess than hal f?
8 A It could be.
9 Q Does the conpany, that is KWRU, require reuse
10 custoners to install piping to receive the reuse at
11 t heir expense?
12 A Yes.
13 Q Has your conpany declined or refused to
14 provi de service to any custonmer who has requested reuse
15 service?
16 A Not that | can think of off the top of ny
17 head.
18 Q As a general proposition, if a custoner had
19 installed the Iine that was capabl e of receiving reuse
20 service, first question, that line would cone out to a
21 point on the street, or the right-of-way, where you
22 could connect to it, right?
23 A Correct. It's only practical for |arger
24 custoners that are near the reuse nmain to hook up to
25 reuse.
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1 Q Ckay. If there were such a custoner who had
2 the line built out to a reasonably conveni ent point of
3 connection, that custonmer should be able to nmake the
4 request of the conpany and get service?
5 A Yes. They would make a request. The utility
6 would review the request and, in general, the utility
7 wants to satisfy the reuse denand.
8 Q As a general proposition, do you agree that
9 reuse service is usually, or generally priced based on
10 mar ket consi derati ons?
11 A | don't know how to answer that. | know there
12 I S sonme considerations beyond market considerations.
13 do know, in the state of Florida, that different
14 regulators in different areas, people are inclined to
15 try to encourage reuse. So maybe in those cases, narket
16 conditions are overl ooked, or bent, or reeval uated
17  dependi ng on notivation of the agency.
18 Q How many reuse custoners does KWRU have at
19 present ?
20 A We are currently sending water to two;
21 however, we have on our permt, several others |isted.
22 Q Thank you.
23 And the two are the Monroe County Jail and the
24 golf club, correct?
25 A Correct.
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1 Q Pl ease tell us what the others listed on your
2 permt are.

3 A W have listed on our permt, | believe, off
4 the top of ny head, Bernstein Park, the Florida Keys

5 Community Col l ege, the Gerald Adans El enentary School,

6 and | believe the Lower Keys Medical Center.

7 Q Thank you.
8 And other than -- other than the jail, are the
9 other -- well, is the golf club -- does the golf club

10 use its reuse service for irrigation?
11 A They do.
12 Q And the other four who are not yet custoners,

13  would their usage be either primarily or exclusively for

14 I rrigation?
15 A Agai n, the uses are specifically listed in the
16 permt, so they are all going to be -- inthe jail's

17 case, toilet flushing, irrigation, fire expression,

18 cooling towers. And in the other cases, golf course

19 would be irrigation strictly. And the other cases, the
20 uses are listed as per the facility.

21 Q kay. So it's possible that sone of the

22 Institutional facilities, |ike the nedical center and
23 the school or the college, mght use sone for fire

24 suppression and sone for irrigation?

25 A That's correct. |It's specific on the permt,
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1 which | don't have.

2 Q That's fine. Thank you.

3 These custoners presently have needs for water
4 for these purposes, whether it's toilet flushing, fire
5 expression or irrigation, do they not?

6 A They may have the need for it. In all cases,
7 the custoner doesn't have the on-site systembuilt and
8 ready to receive these reuse waters.

9 Q Yeah. | was really trying to ask the nore

10 generic question. They have need for sone form of water
11 for the purposes articulated, weather it's fire

12 suppression, toilet flushing or irrigation; correct?

13 A Correct.

14 Q And so their current options are really to buy

15 potable fromthe authority -- fromthe Aqueduct, right?

16 A Yes.

17 Q Nobody on this list has their own consunptive
18 use permt or their owm well, correct?

19 A No, they don't.

20 Q What are the rates for potable water fromthe

21  aqueduct?

22 A It's a tiered rate structure. As you use nore
23 water, you pay nore. Of the top of ny head, | think we
24  discussed this in the deposition, 5. 87 was a guess, five

25 and change it starts at, and then it tiers up fromthere
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1 as you use nore water.
2 Q You are right, we did. And we agreed that the
3 highest price block is sonmewhere north $11?
4 A Ri ght. Yeah.
5 Q Thank you.
6 So a custonmer -- would you agree it would be
7 economcally rational for a custonmer to be willing to
8 pay a lot nore than 93 cents in order to save $5.87 for
9 potable water to serve its water needs?
10 A | amsorry, could you rephrase? It was a
11 little confusing.
12 Q | apol ogi ze. Yes.
13 Wul dn't you agree that it would be
14 economcally rational for a custoner to pay -- let's
15 just pick a nunber -- $2.50 a thousand to use for
16 irrigation or toilet flushing instead of paying $5.87 or
17 $11 to the authority?
18 A Yes, absol utely.
19 Q | asked you this question at your deposition,
20 you didn't know, but | wll ask again. |Is potable -- is
21 t he Agueduct Authority's potable water even cl eaner than
22 your reuse water?
23 A Il will go on record as saying it's cl eaner.
24 It's certainly -- you can consune it, and you cannot
25 consune reuse water. So in that regard, it's definitely
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1 cl eaner.
2 Q In terns of its nitrogen and phosphorus

3 content, are they conparable, or do you know?

4 A | have sone |l ab results that showa little

5 hi gher nitrogen, phosphorus is |lower. | have seen sone.
6 Q And in reuse or in potable?

7 A kay, soO --

8 Q You said your lab results showed a little

9 hi gher nitrogen and a little | ower phosphorus.

10 A So | tested the potable supply, and found

11 nitrogen |l evels above three mlligrans per letter, which
12 woul d be higher than AWT for reuse, but | found the

13 phosphorus | ess than our reuse water.

14 Q Do you know what the Aqueduct Authority's

15 reuse water rate i1s?

16 A | believe the rate is half of the consunptive.
17 Q Hal f of the potable?

18 A Yes.

19 Q Oh, thank you.

20 Does the Agqueduct Authority provide reuse

21  service on Key Haven?

22 A No, they don't.

23 Q Ckay. They sure don't provide it in Stock
24 | sl and, do they?

25 A No, they don't.
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1 Q You say about half. That's roughly

2 two-and-a-half, 2.75, something in that range?

3 A Yes.

4 Q Does KWRU have any objection to pricing reuse
5 water at a higher price, say, conparable to the

6 authority's price, in order to suppress the rate inpacts
7 on other custoners?

8 A | don't think KWResort Uilities is taking a
9 position today on any single class of custoner.

10 Certainly, the utility is going to foll ow what ever

11 Public Service Conm ssion provides to us in a tariff.

12 That's for certain.

13 Q My question was, does the conpany have an

14 obj ection to pricing higher? Your response was, you

15 do -- basically you will do what the Comm ssion says,

16 correct?

17 MR SMTH | amgoing to object. Asked and

18 answer ed.

19 CHAl RVAN BROMN:  Yes.

20 MR SMTH  He has taken no position.

21 CHAl RVAN BROMN:  Yes, | agree. Please nove

22 al ong.

23 MR WRIGHT: | just wanted to confirmthat no

24 position is equal to no objection, Madam Chai r man.

25 CHAl RVAN BROMWN:  Wel |, then ask that question.
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1 BY MR WRI GHT:
2 Q May | take your previous answer of the conpany
3 has taken no position to nean that the conpany does not
4 have any objection to pricing higher?
5 A That's correct.
6 Q Thank you. Thank you. | have no nore
7 questions for M. Johnson. Thank you for your tine,
8 M. Johnson.
9 CHAI RMAN BROWN:  Thank you, M. Wi ght.
10 Ms. Akt abowski .
11 M5. AKTABOWEKI: | hope | have sone questions.
12 Good nor ni ng.
13 CHAI RMVAN BROWN: M crophone, please. R ght
14 there. Renenber, the closer the better.
15 M5. AKTABOASKI : Ckay.
16 EXAM NATI ON
17 BY M5. ATABOWNSKI :
18 Q Good norning, | hope | have sone questi ons.
19 We wll see.
20 A Good nor ni ng.
21 Q Yest erday, staff asked you if you had
22 agreenents with individual nenbers of Harbor Shores
23 Homeowners' Association. And your answer was a little
24  Dbit clouded. Could you answer that for nme again?
25 MR SMTH  bjection. This is outside the
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1 scope of his rebuttal testinony.

2 CHAl RVAN BROMWN:  As | have been generous on

3 this issue wwth Public Counsel, | wll also allow

4 sone latitude with regard to Ms. Aktabowski. And

5 she may be allowed to ask this question.

6 MR SMTH If | may, Harbor Shores filed no

7 direct testinony, so --

8 CHAI RMAN BROWN: | am aware, sir.

9 MR SMTH M apol ogi es.

10 CHAI RMAN BROWN:  Ms. Akt abowski, you can ask
11 t hat questi on.

12 M5. AKTABOWSKI: Okay. | will try it again.
13 BY M5. AKTABOWSKI :

14 Q kay. Yesterday, staff asked you if you had
15 agreenents wi th individual owners, or individual nenbers
16 of the Harbor Shores unit association, could you answer
17 that for ne again this norning, please?

18 A The answer | gave was, we have a devel oper's
19 agreenent, and that is wth the association. But we do
20 have wastewater service agreenents, and those

21 I ndi vi dual s have submtted those, the individual owners.
22 Q Ckay. To understand, you are saying you have
23 I ndi vi dual agreenents with individual unit owners wthin
24 Har bor Shores, is that what you are telling ne?

25 A They woul d be wastewat er service agreenents.
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1 Those were the docunents that we were sendi ng when you
2 filed your protest. And in deference to your protest,
3 the utility did not continue updating those docunents.
4 Q So as of this nonent, you have no agreenents
5 wth unit owners, is that correct?
6 A We do have sone, however, they are not
7 updat ed.
8 Q You have sone that you received when?
9 A W were in the process of updating those when
10 you put it your conplaint in. You received -- you
11 recei ved the docunentati on.
12 Q Ckay. Wen you say you were in the process of
13 updating, were there sone already on file that needed
14 updating? Do you actually have agreenents with
15 I ndi vidual unit owners wi thin Harbor Shores?
16 A Yes.
17 Q You do? Do you know which ones?
18 A | do not.
19 Q Let ne put it on a nore personal level. Until
20 about three weeks ago, you owned a unit w thin Harbor
21 Shores, is that correct?
22 A That is correct.
23 Q D d you have an agreenent with KWRU for
24  wastewater services with your unit?
25 A | believe so, yes.
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1 Q You di d?

2 CHAl RVAN BROMN:  Ms. Akt abowski, you are

3 getting a little beyond the -- taking a little bit
4 of advantage of the generosity | amgiving you on
5 the questions. If you could --

6 M5. ATABOWSKI: |I'mreally confused, that's

7 why.

8 CHAI RMAN BROWN: | understand. | understand.
9 If you could focus, though, on the testinony and
10 the discussion that is occurring, we wll allow
11 sone of these questions, but not on the track that
12 you are goi ng down right now.

13  BY MS. ATABOWEKI :
14 Q So you are saying you do have agreenents with
15 I ndi vi dual owners, in answer to staff's question

16 yesterday, you do have agreenents?

17 MR SMTH  bjection.

18 CHAI RVAN BROWN:  Asked and answer ed.

19 M5. AKTABOWSKI :  Ckay. Thank you. Ckay, just
20 to clarify.

21 BY M5. ATABOWNSKI :

22 Q And what are those agreenents?

23 MR. SM TH. (bjection, asked and answered.

24 CHAl RVAN BROMN:  Yes.

25 MR SMTH  He said they have service
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1 agreenents.

2 CHAI RMVAN BROWN:  Ms. Akt abowski, it was asked
3 and answer ed.

4 M5. AKTABOWSKI :  Service agreenents, all

5 right.

6 BY Ms. ATABOWBKI :
7 Q Do you have an agreenent wth Harbor Shores,

8 t he associ ati on?

9 A Yes, we do. [It's a devel oper's agreenent.

10 Q Are you famliar wth that agreenent?

11 A | have seen it, yes.

12 Q | would look Iike to ask you sonme questions on

13 that agreenent.

14 MR SMTH.  And again, we would raise an

15 objection that this is well beyond any direct that
16 he has given, anything that's been in any

17 testinony, and now we are dealing with the specific
18 agreenent that we are going to be --

19 M5. CRAWFORD: Chair --

20 CHAl RVAN BROMN:  Yes.

21 M5. CRAWFCRD: -- may | offer?

22 CHAl RVAN BROMN:  Yes.

23 M5. CRAWFCORD: If | renenber correctly, and
24 pl ease correct ne | amwong. W had a nunber of
25 custoners testify at the service hearing | ast
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1 night, and | believe one of the docunents that was
2 identified and admtted w t hout objection was the
3 Har bor Shores Service Agreenent, the condo
4 association, is that not correct?
5 CHAl RVAN BROMN: Ckay, that was -- we had a
6 petition from Harbor Shores, we had a utility
7 agreenent -- yeah, we had a utility agreenent.
8 MR SMTH  We were never provided a copy of
9 t hat .
10 CHAI RMVAN BROWN: M. Mal one.
11 COMWM SSI ONER PATRONI'S: M. Mal one.
12 M5. HELTON: Entered as 103.
13 CHAI RVAN BROWN:  103.
14 M5. CRAWFCORD: Just to be clear, staff also
15 has sone questions that stem fromwhat we heard at
16 the service hearing last night, so if there are
17 going to be objections to that, | would certainly
18 like to know i n advance.
19 CHAI RMVAN BROWN:  And t he bench does have sone
20 questions fromthe service hearing as well.
21 M5. MAPP: And | would note the utility
22 menti oned they did not have a copy of this. This
23 was handed out yesterday as Exhibit No. 87. It
24 wasn't entered into the record, however, it was
25 al so handed out yesterday?
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1 MR SMTH Let ne be clear, what was provi ded
2 to the Comm ssion |ast night, we do not have a copy
3 of .
4 CHAl RVAN BROMN:  Ckay. Just a nonent. Okay,
5 87 was a copy of the utility agreenent wth Harbor
6 Shores. It was not entered into the record | ast
7 night. 103 is a copy of the utility agreenent, are
8 those two -- are those agreenents the sane?
9 MR SMTH. | have not seen 103 --
10 CHAI RMAN BROWN:  You have not seen --
11 MR SMTH -- | cannot state what 103 is. It
12 was provided to the desk and --
13 CHAI RMAN BROWN:  You did not get a copy of it?
14 MR SMTH W never received a copy of it.
15 CHAI RMAN BROWN: Let's take a five-m nute
16 br eak.
17 (Brief recess.)
18 CHAl RVAN BROMWN. Ckay. W are back on the
19 record. And | believe we have located -- and you
20 have a copy of 103?
21 MR SMTH Yes. And in an effort for
22 efficiency, and | appreciate the efficiency. CQur
23 goal is to be done today.
24 CHAl RVAN BROMN:  Yes.
25 MR SMTH  So recognizing that this is an
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1 exhi bit provided by the custonmers, certainly if the
2 Conmm ssion wants to ask questions about it, they
3 are free do so, but we just would like it on the
4 record that this is the sane exhibit that was not
5 al l oned because it wasn't part of prefiled
6 testinony. And wth that statenent, let's proceed
7 and nove al ong as qui ckly as possible.
8 CHAl RVAN BROAN: Wl |, no, actually, let ne go
9 back to what you just stated.
10 MR SMTH  Yes.
11 CHAI RMAN BROWN: It wasn't allowed at the tine
12 on direct. It was held -- | did say that we would
13 take this potentially up on rebuttal. So that is
14 the reason why it was not allowed on direct, not
15 specifically because it wasn't within the scope of
16 the prefiled direct. | said | would give sone
17 | atitude on rebuttal, and | am doing that.
18 MR SMTH  No, and | understand. And for
19 efficiency, | just -- we can proceed.
20 CHAI RMVAN BROWN: Ckay. Ms. Akt abowski .
21 M5. AKTABOWSKI: Yes. | have a headache. No,
22 I am ki ddi ng.
23 CHAI RMAN BROWN:  There is sonme candy, if you
24 woul d |'i ke sone.
25 M5. AKTABOWSKI: No. Am 1 on the record? Are
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1 we back on to ask the questions?

2 CHAI RVAN BROMN:. Pl ease proceed.

3 BY MS. ATABOWBKI

4 Q So with a copy of the utility agreenent, do

5 you have that, M. Johnson? And again, | amonly going

6 to ask a couple of questions on this if we need to --

7 A Ckay.

8 Q -- inthe interest of tine. Do you have it?
9 A Yes, | do.

10 Q Yes. Ckay, would you turn to page four,

11 pl ease?
12 A Yes.
13 Q At the top of page four, in item nunber four,

14 the title is Property Rights, do you see that?

15 A Yes, | do.

16 Q Wul d you read what it says?

17 A This section is intentionally omtted, NA
18 Q So for the record, you would say -- you would

19 agree that there are no property rights or easenent

20 rights or such in this agreenment; is that correct?

21 A No, | could agree that the section of |egal
22 | anguage in the contract has been omtted.
23 Q Are you famliar with enough wwth this

24 contract to find it sonmewhere else in this contract, or

25 would you say there are no property rights in this
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1 contract?
2 A There is no property rights | anguage under
3 section four. However, this devel oper's agreenent
4 points to our tariff, and within our tariff, there are
5 property rights granted.
6 CHAI RMAN BROWN:  Just a sm dgen away, thank
7 you.
8 V5. AKTABOWBKI :  Ckay.
9 CHAI RMAN BROWN:  Thank you.
10 BY M5. ATABOWNSKI :
11 Q Can you tell nme, in your tariff, where that is
12 granted?
13 MR SMTH  Objection. This has been asked
14 and answered. He went through this. He read the
15 section off the tariff previously.
16 M5. AKTABOWSKI: | don't renenber that. | am
17 sorry.
18 CHAI RMAN BROWN: | am actually -- | don't
19 recall it either.
20 MR FRI EDVAN:  He did.
21 CHAI RMAN BROWN:  And if the wtness could go
22 ahead and do it for clarity.
23 THE W TNESS: Access to prem ses, original
24 sheet 9.0, Section 12, in accordance with Rule
25 25-30.320(2)(f), Florida Adm nistrative Code,
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1 custoners shall provide the duly authorized agents
2 of the conpany access at all reasonable hours to

3 the property. |f reasonable access is not

4 provi ded, the service nmay be di sconti nued pursuant
5 to the above rule.

6 BY Ms. ATABOWEKI
7 Q | amsorry, you said that was (2)(f), is that

8 correct?

9 A (2)(f), correct.

10 Q On 25-30. 3207

11 A Correct.

12 Q Per haps | have an update. | am | ooking at

13 25-30.320, | have it here, and (2) -- and | amsorry, |
14 amhaving difficulty reading this, but (2)(f) says, for
15 negl ect or refusal to provide reasonable access to the
16 utility for purposes of reading neters or inspection and
17 mai nt enance of equi prent owned by the utility. Do |

18 have the wong docunent here? What you are sayi ng

19 doesn't seemto match what | just read. Wuld you like

20 to distribute a copy of this --

21 MR SMTH [|I'mgoing to object. Was there a

22 question there?

23 M5. AKTABOWSKI @  Yes, | am asking --

24 CHAI RMAN BROWN: | don't know what you are

25 | ooki ng at, Ms. Aktabowski .
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1 M5. ATABOWBKI: |'m | ooking at 25-30. 320,

2 refusal or discontinuance of service rules. | have

3 enough copies if you would |like to see that.

4 CHAl RVAN BROMN:  Wbul d you |i ke assi stance

5 fromour staff?

6 M5. AKTABOWBKI :  Yes, please.

7 CHAI RVAN BROMWN:.  Staff, could you pl ease?

8 M5. AKTABOASKI :  Yes, please. | have sone

9 nore here, if you need them

10 CHAI RMAN BROWN:  Thank you. This is a PSC
11 rule. It does not need to be narked.

12 Ckay. The witness has a copy of it. You may
13 proceed and direct our attention to what you are
14 | ooki ng at.

15 M5. AKTABOWSKI: | am | ooking at what

16 M. Johnson, | believe, just quoted as (2)(f).

17 MR SMTH  (Objection, msstates his

18 t esti nony.

19 CHAl RVAN BROMWN: | am sorry?

20 MR SMTH  She's stated M. Johnson quoted
21 (2)(f). No, M. Johnson quoted the | anguage from
22 the tariff.

23 CHAI RMAN BROWN:  That's what ny under st andi ng
24 was, too. | didn't think he was reading the rule.
25 He was reading the tariff, the utility's tariff.
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1 M5. AKTABOWSKI: OCh, | amsorry.
2 CHAl RVAN BROMN:  Coul d you nove along with
3 your questions, please?
4 V5. AKTABOWSKI: Al right.
5 BY Ms. ATABOWNSKI :
6 Q So agai n, even though the contractor says that
7 there are no property rights, you say there are based on
8 Fl orida rul es?
9 MR SMTH. bjection, argunentative.
10 CHAI RMVAN BROWN: I f you can answer it, | wll
11 allowit.
12 THE WTNESS: Could you restate the question,
13 pl ease?
14 CHAI RMVAN BROWN:  Ms. Akt abowski .
15 BY M5. ATABOWNSKI :
16 Q You bel i eve you have access, even though the
17 agreenent we have with KWRU has no property rights,
18 based on the Florida regul ati ons?
19 MR SMTH  Objection, this is calling for a
20 | egal concl usi on.
21 CHAI RMAN BROWN: | will allowit. [If he can
22 answer it, then he can answer it.
23 THE WTNESS: | amgoing to try to help you
24 out. | believe the utility has access to the
25 prem ses as provided by the tariff considering --
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1 even considering that the | anguage was renoved from
2 t he devel oper's agreenent nunber four, under the
3 section entitled Property R ghts.

4 BY M5. ATABOWNSKI :

5 Q Al right. Mwving on. 1In the sane agreenent
6 on page nunber four, where it says, nunber five, rates,
7 fees and charges, A, would you read that, please?

8 A Rates, fees and charges, A, the association
9 wll pay the applicable fees, rates and charges as set
10 forth in the tariff for the nonthly sewer service after

11 the sewer systemis operational. The service conpany
12 shall bill the association for all regular charges for

13 all condom ni um unit owners.

14 Q Now, yesterday, again, questioning by staff,
15 you said that all 69 bills were sent to the HOA, and
16 that that is what the HOA wants, | believe was your

17 term nology. Wre you part of the negotiation on this

18 contract?

19 A No, | was not.
20 Q So do you know anywhere in this contract where
21 It says the association wants those bills? Are you

22 aware of that?
23 A | would assune that's what they want if they
24 I nserted the | anguage in Section (5)(a), that they want

25 the bills for -- all regular charges shall be billed to

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



697

1 the association.
2 Q It says the association will pay. It does not
3 say they want the bills.
4 MR SMTH: bjection, msstates the docunent.
5 CHAI RVAN BROMWN: | think the docunent speaks
6 for itself.
7 MR SMTH. There we go.
8 M5. AKTABOASKI :  Shall we explain what speaks
9 for itself nmeans?
10 BY M5. ATABOWNSKI :
11 Q So again, are you -- you are just assum ng
12 that the association wants the bills, is that correct?
13 A No. It clearly states the conpany shall bill
14 the association for all regular charges for all
15 condom nium unit owners.
16 Q But we don't necessarily want do that, we just
17 have an agreenent that says we would --
18 CHAI RMAN BROWN:  Ms. Akt abowski - -
19 BY M5. ATABOWNSKI :
20 Q May | ask, what woul d happen if the
21 associ ati on decided not to pay a particular unit bill,
22 how woul d you deal with that?
23 A We have a procedure when bills aren't paid to
24 notify the party.
25 Q And if we continue not to pay?
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1 A Then the utility would have the authority to
2  disconnect.
3 Q Di sconnect what? Who?
4 A The i ndividual not paying the bill.
5 Q So that woul d be Harbor Shores, since we are
6 paying the bills; is that correct?
7 A Correct.
8 Q How woul d you dis -- what woul d you di sconnect
9 wth Harbor Shores? There is no -- we are not an
10 account, how woul d you di sconnect us?
11 A If we wsh to di sconnect Harbor Shores from
12 the sewer service, we could -- we could disconnect that
13 property if we w sh to.
14 Q So if we did not pay the bill for one unit,
15 you woul d di sconnect the entire park, is that correct?
16 A We could -- | believe we have the authority to
17 do that. Practice -- as a practical nmatter, we would
18 not wsh to do that.
19 Q But you are saying you would -- you coul d?
20 CHAI RMAN BROWN: Asked and answer ed.
21 M5. AKTABOMSKI : Ckay.
22 BY M5. ATABOWNSKI :
23 Q Shut down t he whol e park?
24 MR SM TH. (bjection, asked and answered.
25 CHAI RMAN BROWN: Pl ease proceed with further
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1 guesti ons.

2 M5. AKTABOWSKI: Al right.

3 BY M5. ATABOWNSKI :

4 Q Now, yesterday, again, based on sonme questions
5 fromstaff, you were asked how woul d you shut down an

6 I ndi vidual unit. And you answered that there were sone
7 clean-out pipes, or valves, or connections. Wuld you

8 explain that to ne again, please?

9 A Yes. Each unit of the 69 units that conprise
10 Har bor Shores has an individual clean-out that serves

11 that individual residence. The utility can install a

12 test ball, or there is other nethods that could be used
13 to disconnect that individual unit wthout affecting any
14 of the other 68 units within the property.

15 Q And you would do that, again, if one unit did

16 not pay the bill?

17 MR. SMTH. bjection, asked and answer ed.
18 CHAI RMAN BROWN:  Yes. It was asked and
19 answered. Please nove al ong.

20 MS. AKTABOASKI :  Sorry.

21 BY M5. ATABOWNSKI :

22 Q Do you consi der Harbor Shores the guarantor of
23 the bills that are being sent for all 69 units?

24 A Yes. They are being sent the bill. They are

25 responsi ble. And under Section A they take
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1 responsibility for all regular charges for al

2 condom ni um owners.

3 Q Now, on that sanme rule that we were talking

4  about earlier, 25-30.320, refusal or discontinuance of

5 service, if you would I ook at 5D. Ckay, five is, the

6 follow ng shall not constitute sufficient cause for

7 refusal or the discontinuance of service to an applicant

8 or custonmer. 5D, would you read what that says, please?

9 CHAI RMAN BROWN:  Does he have a copy of it?
10 THE WTNESS: No, | don't.

11 M5. AKTABOWBKI: Onh, | amsorry. | thought
12 t hey had handed you a copy.

13 CHAI RMAN BROWN:  Staff, could you pl ease?

14 THE WTNESS: | amsorry, they did. | am
15 sorry.

16 CHAI RMVAN BROWN:  Thank you.

17 THE WTNESS: 5D, failure to pay the bill of
18 anot her custoner as a guarantor thereof.

19 BY M5. ATABOWNSKI :

20 Q So you are saying that Harbor Shores is a

21 guarantor, you agreed wth that. So if we did not pay,
22 you coul d not shut off those units, would you agree with
23 t hat ?

24 A If the association did not pay, we could shut

25 off the entire associ ati on.
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1 Q But not i ndividual units?

2 A No.

3 Q So once again -- sorry, asked and answer ed.

4 CHAI RMAN BROWN:  Thank you.

5 M5. AKTABOABKI :  Never m nd.

6 CHAI RMVAN BROWN:  She' s | ear ni ng.

7 M5. AKTABOWASKI: | amjust trying to get these
8 things into ny head. You know, it's ny only

9 opportunity to actually ask sone questions.

10 CHAl RVAN BROWN:  Ms. Akt abowski, and that did
11 definitely part of the reason why I am giving sone
12 | atitude here, but | do know staff has a | ot of

13 questions, simlar questions down the path you are
14 goi ng.

15 V5. AKTABOWSKI: Al right.

16 CHAI RMVAN BROWN:  Ckay.

17 M5. AKTABOABKI : What was that?

18 CHAI RVAN BROAN: Was that a |ive one?

19 MR. WRIGHT: That's a chicken.

20 M5. AKTABOABKI: That's that duck | was

21 tal ki ng about yesterday.

22 CHAIl RVAN BROAN: | saw sone |ive ones

23 yesterday. Ckay, M. Aktabowski .

24 MS5. AKTABOASKI :  Sorry.

25 BY M5. ATABOWNSKI :
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1 Q Just one ot her question, and this is based on
2 sone information again on Sunset Marina. You were asked
3 I f they have -- FKAA read neters, and | believe you said

4 they do not; is that correct?

5 A No, they do. Sunset Marina has FKAA neters.
6 Q They do?
7 A They do.
8 Q Ch, | amsorry. | thought for sure you said

9 no. And those are read?

10 A Those neters are property of the Agueduct

11  Authority, and they are read by the aqueduct authority.
12 Q | am obviously, again, confused. M

13 apol ogies. | thought you had said they did not have

14 t hose neters.

15 CHAl RVAN BROMN:  Ckay, asked and answer ed.

16 M5. AKTABOWSKI: Thank you. Ckay. | don't

17 think I have any further questions. Thank you.

18 CHAI RMAN BROWN:  Thank you.

19 Staff.

20 M5. CRAWFCORD: Thank you. We will try to be
21 as streanm ined and efficient as possible.

22 Actually, | need to revisit Exhibit 103, but | have
23 just real quick questions on that one.

24 CHAl RVAN BROMAN:  You got a copy of that in

25 front of you?
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1 MR FRIEDVMAN. It's the |l ast one | gave you.
2 MR SMTH.  There you go.

3 CHAI RMAN BROWN:  The utility agreenent.

4 MR FRIEDVAN. It stays 87 on it probably.

5 EXAM NATI ON

6 BY M5. CRAWORD:
7 Q | have taken the liberty of pulling of the
8 utility's tariff on the commuter, unfortunately |I don't

9 have anything printed out. You can take it subject to

10 check. If you want to take a nonent to actually | ook at
11 the tariff, you are welcone to do that. But for -- in
12 the interest of expediency, | amjust going to read from

13  your tariff what the definition of custoner is, and if
14  you could just confirmfor ne, to the best of your

15 knowl edge, whether that is consistent with your

16  understandi ng of what your tariff contains regarding the
17 definition of custoner. And | amgoing to try to read
18 it loudly. | ama little short-sided so | need to | ean
19 over toread it.

20 "A custoner is any person, firmor corporation
21 who has entered into an agreenent to receive water

22 service fromthe conpany, and who is liable for the

23  paynent of that water service.”

24 Everybody hear that okay?
25 A Ckay.
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1 Q And, M. Johnson, is that, to the best of your
2 know edge, consistent with your understanding of what's
3 contained in your tariff according to definition of a

4 cust oner ?

5 A Yes, it is.
6 Q Ckay. So looking at the Exhibit 103, on the
7 first page -- you know, actually, | amsorry, let ne

8 actually refer you to the back. Who's entered this

9 agreenent that we are looking at? Wwo is it signed by?
10 A This agreenent is signed by the condom nium - -
11 Har bor Shores Condom nium Unit Associ ation president.

12 Q On behal f of Harbor Shores Condom ni um Unit

13 Associ ation, correct?

14 A Correct.

15 Q And it's al so signed by KWRU Cor p?

16 A Correct.

17 Q Ckay. And the rule that was cited by

18 Ms. Aktabowski, 25-30.320, when it tal ks about being

19 able to term nate service for nonpaynent, that's to the
20 custoner of record, correct, the customer with whomthe
21 utility has the agreenent; is that not correct?

22 A That's correct.

23 Q Are you currently billing and receiving

24 paynent fromindividual residential unit owners from

25 Har bor Shor es?
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3 t hat
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A No, we are not.
Q Thank you. That's all the questions | have on
exhi bit.

CHAI RMAN BROWN:  Thank you.

Conmi ssi oner s.

M5. CRAWFORD: | do have nore questions,
however .

MR, FRI EDMAN: W shful t hi nki ng.

M5. CRAWFORD: | amso sorry to raise your
hopes |i ke that.

Staff, have you distributed -- you are in the
process of distributing an exhibit. There are two
exhi bits, one is going to be followup from
yesterday, and | appreciate the council for the
utility allowmng us to kind of closing the | oop on
t hat today.

There are sone questions | asked about quality
of service, and the conpany, as of yesterday
eveni ng, did supplenent its discovery response
regardi ng outstanding DEP and utility accessed
custoner conplaint information, so that's what we
are passing out. If we could have that marked,
pl ease.

CHAl RVAN BROMN: Sure. Ckay. So we have got

two, looks like two exhibits, the response to staff
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1 assessed second set of rogs No. 64, and then the
2 suppl enent al response woul d be nmarked as 109, and
3 then the other one would be marked as 110.

4 M5. CRAWFORD: kay. Thank you.

5 (Whereupon, Exhibit Nos. 109 and 110 were

6 mar ked for identification.)

7 BY MS. CRAWFORD:

8 Q And just real quick, M. Johnson, have you
9 seen the utility's supplenental response? Are you

10 famliar with i1t?

11 A | amflipping there right now. Yes, | see
12 this.
13 Q kay. And it appears that there has been an

14 updat ed response regardi ng the conplaint as to

15 wastewater odor, are you famliar with that?

16 A Yes, | am

17 Q And is that conplaint still an ongoing

18 conplaint, or has it been cl osed?

19 A That conplaint was a result of a petition by
20 Safe Harbor Marina, it was tendered to -- | believe the
21 Comm ssion has a copy of it because they addressed it.
22 But the DEP canme on March 10th to conduct their annual
23 I nspection, and at that tine, they also followed up on
24  the odor conplaint. And in the inspection report we

25 were given by DEP, we were found to be in conpliance.
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1 And | amtrying to think of the exact wording, no odors
2 were emanating outside of the utility boundari es,
3 think is what M. Hardy, the inspector who cane on-site

4 wote in his inspection report.

5 Q Al right. Thank you. That's fine for that
6 | i ne of questions.

7 Do you have in front of you Exhibit 1057

8 CHAI RVAN BROAN:  And 105 is the letter fromD.
9 Ham | ton, dated July --

10 M5. CRAWFCORD: That's correct, actually 104
11 and 105, please, sir.

12 CHAI RMAN BROWN:  And if your counsel feels if
13 he can hel p you out there.

14 M5. CRAWFORD: And just for purposes of the
15 record, these are the exhibits that were produced
16 today in relation to the cooments we heard at | ast
17 night's service hearing regardi ng Boyd' s KW

18 canpgr ound.

19 THE WTNESS: Yes, | have the docunents.

20  BY Ms. CRAWFORD:
21 Q And are you famliar with these docunents?

22 Have you seen t hem before?

23 A | have seen themrecently, yes.

24 Q Ckay. If | could refer you to the utility

25 agreenent, please, specifically -- oh, alas it does not
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1 seem ng to be nunbered. Let's go to section six. It's
2 about three, four, five pages in, rates, fees and
3 charges, please.
4 A Yep.
5 Q And you will see there at subsection (a), it
6 says, all custonmers will pay applicable fees, rates and
7 charges as set forth in the tariff. Nothing contained
8 in this agreenent shall serve to prohibit service
9 conpany -- and KWis the service conpany, correct?
10 A Correct.
11 Q Serves conpany's right to bill or collect its
12 rates and charges from custoners. The custoner in this
13 case is Boyd' s KW Canpground?
14 A Boyd' s Canpground, yes.
15 Q Boyd' s Canpground, thank you -- nor to require
16 conpliance with any provision of this tariff.
17 And then if | could refer you next to Exhibit
18 105. It's a letter fromDaniel Hamlton. | believe he
19 Is the gentl eman we heard speak | ast night.
20 A Correct.
21 Q And you were present for that service hearing,
22 sir?
23 A Yes, | was.
24 Q Ckay. And it appears to be a letter to a Doug
25 Carter wwth KWresort. Wwo is Doug Carter?
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



709

1 A Doug Carter at the tine was the genera

2 manager of the utility.

3 Q kay. And so this is a letter fromM.

4 Ham I ton wanting to confirm his understanding of the

5 tariff to be charged for -- that Boyd's would be

6 charged. It's going to be base facility charge of

7  $151.75 per nonth. To your know edge, was that the

8 correct tariff base facility charge at the tine?

9 A | amjust not sure. | don't have that tariff
10 in front of ne.

11 Q kay. That's all right. W wll nove on.

12 The next paragraph, the gall onage charge w |
13 be $3.09 per 1,000 gallons of effluent, correct?

14 A Correct.

15 Q That was he is asking, and we did hear M.

16 Ham I ton testify that he had an effluent neter. To your
17 know edge, is this the rate that is being charged to the
18  canpground?

19 A Back in 20047

20 Q Back in 2004, and then do you know what is

21 bei ng charged today? He is asking to confirmthat

22 that's the amount. | don't have confirmation in hand

23 fromback fromthe utility confirmng that, so | amj ust
24 trying to establish.

25 A Certainly, for 2004, | amnot exactly sure how
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1 he was being billed. Today, he is being billed off the
2 general service tariff sheet based on the neter sizes

3 that he has for this property. This is a large

4 property, he has several neters, and the gallonage is

5 bei ng charged at the general service rate per thousand
6 gal l ons per the tariff.

7 Q He is using an effluent neter, is that

8 correct?

9 A Presently?

10 Q Yes.

11 A No, he is not.

12 Q So the situation has been changed, from what

13 was described to us yesterday, that he is no | onger

14 using an effluent neter, he is no |l onger being billed an
15 effluents rate?

16 A Correct. He is no |longer being billed off an
17 ef fluent neter.

18 M5. CRAWFORD: WMay | have a nmonent, Chair?

19 CHAI RMVAN BROWN:  Absol ut el y.

20 BY M5, CRAWFCORD:

21 Q Just for confirmation, do you know about when
22 that change took pl ace?

23 A | think the change took place when the PAA

24 order went into effect in April of this year.

25 Q Thank you.

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



711

1 No nore questions in that regard. Just a few
2 nore, though.

3 If | may refer you to your rebuttal testinony,
4 on page 10. And there, you are addressing Wtness

5 Merchant's clains that Green Fairways does not provide

6 | ndependent managenent.
7 A Correct.
8 Q kay. And if you don't mnd, | wll just

9 read. You say, starting at lines 11 through 15, and |
10 wll just paraphrase a little, M. Merchant hasn't

11 provi ded any evi dence that your deals are not

12 arms-length. And then | wll quote, | can very

13 adamantly state that WlliamL. Smth, Junior, treats ne
14 and the utility operations as a business that nust

15 operate with the best -- excuse ne, with the | owest

16  expenditures possible benefiting the ratepayers.

17 What ' s your understandi ng of the phrase
18 "arms-length" in that context?
19 A | guess ny understandi ng woul d be ny poi nt

20 that | amnmaking in ny testinony, is that the services
21 and skills that are being provided are beneficial to the
22 utility, and in no way are a conprom se of the quality
23 that those services should be. |In other words, the

24  $60, 000 worth of managenent fees that we are paying

25 Green Fairways, we are getting $60, 000 worth of val ue

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



712

1 there in experience and in the services that are

2 provi ded.

3 Q M. Johnson, if | were to use the term

4 "related party", could you give nme your understanding of
5 what that term neans?

6 A | know there is several definitions of that.
7 | think one of the definitions m ght have been an I RS

8 definition read to ne by M. Sayler in the deposition,
9 so | have sone idea in hearing it. Cbviously, related
10 party is soneone who has an interest in the other

11 or gani zati on.

12 Q And is that necessarily a business interest,
13 or could it also be personal in nature?

14 A It could be either.

15 Q kay. And you reference M. WlliamL. Smth
16 there in your testinony. M. Smth, does he own the

17 controlling interest in Geen Fairways?

18 A He does.

19 Q Is W6 Uility the parent conpany of KW Resort
20 Uilities?

21 A It is.

22 Q Does M. Smth own the controlling interest in

23 W5 Utilities?

24 A Yes, he does.
25 Q And in your Exhibit CAJ-4, feel free to flip
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1 toit if you would like, but you state there that

2 Ms. Leslie Johnson provides nonthly reports on the

3 financial condition of the utility, is that correct?

4 A Correct.

5 Q Are those reports provided to G een Fairways

6 or to the utility? | amnot clear on that.

7 A They are provided by G een Fairways.

8 Q Ckay. And very respectfully, sir, is Leslie

9 Johnson a related party to both you and M. Sm th?

10 A Yes, she is.

11 Q Ckay. So, again, you are stating that Wtness
12 Merchant has incorrectly stated that there is no

13 evidence the utility's dealings with Green Fairways

14 aren't arms-length. So could you help nme understand

15 what processes or procedures that are in place to ensure
16 that the transactions between the utility and G een

17 Fai rways are arm s-1ength?

18 A Specifically, I would just tell you, | amthe
19 person that interfaces with G een Fairways the nost in
20 the conpany. | see what G een Fairways does. There has
21 been sone testinony about | oans and ot her fi nanci al

22 I nstrunents that have been necessary to run the utility
23 during the shortfall while the interimrate -- | am

24 sorry, while the PAArates are in effect, and we are

25 treating the AWI, there is a deficiency in incone. To
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1 overcone this, we had to get financial |oan instrunents
2 to fund the utility. And for all these eventualities,
3 Geen Fairways is the one who conmes up with the
4 sol ution, negotiates with the banks. M. Smth sits on
5 a bank as Board of Director, so he understands what
6 Interest rates are fromthe bank point of view He
7 knows how to negotiate these. He has over 40 years
8 experience in negotiating these deals.
9 He sat at the table when we negotiated the
10 $4.3 million contract with Wiarton-Smth. He approves
11  all the legal invoices. He deals with -- any |ega
12 I ssue for this utility, he is involved with froma
13 managenent point of view. So he does provide an awf ul
14 | ot of valuable services to the utility.
15 Q Under st ood. Thank you.
16 Wul d you agree, one of the characteristics of
17 determ ning whether a transaction, especially anong
18 related parties, is truly arms-length is to do a
19  conparison between that transaction and those that m ght
20 occur, for lack of a better term in the market?
21 A Yes, | would agree with that.
22 Q So has the utility done any benchnmarki ng or
23 mar ket conpari sons to conpare the services and the rates
24 regarding G een Fairways to other simlarly situated
25 provi ders?
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1 A W haven't bid out the managenent contract to
2 other -- to other conpanies, no.
3 Q Al right. Just a last few questions. |

4 appreci ate your indul gence.

5 Exhibit, what are we calling it, 109?

6 CHAI RMAN BROWN: Is it to rog 647

7 M5. CLARK: Yes, nmm'am

8 CHAI RMAN BROWN:  That's 110.

9 M5. CRAWORD: | am sorry.

10 CHAl RVAN BROMN: Response to staff's second
11 set of rogs No. 64.

12 M5. CRAWFCORD: It is indeed. M apol ogies.

13 BY M5. CRAWFORD:

14 Q And, M. Johnson, this response asks for a
15 schedul e showi ng total gallons of reclainmed water sold
16 each nonth by custoner from January 2016 through

17 Septenber 2016. Are you famliar with it? D d you

18 create it or have it cause to be created?

19 A Yes, | did.

20 Q Ckay. And the information in it, to the best
21 of your know edge, is true and correct today?

22 A Yes, it is.

23 Q Ckay. And the two custonmers who are refl ected
24 there, Minroe County and Key West CGolf C ub, now, we

25 actually -- you had sonme questions from M. Wight about
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1 those custoners, if | remenber correctly.

2 A | amsorry, | had questions for --

3 Q M. Wight was asking you questions about

4 the --

5 A Yes, he was.

6 Q kay, that's fine. | amlooking at the nonths

7 January 2016 to Septenber 2016, and then | am conpari ng
8 the gallons sold to the golf club. And it appears that
9 there is substantially | ower nunber in Septenber 2016 as
10 conpared to the other nonths. Can you explain to ne why
11 the nonths sold in Septenber are so nuch | ower than

12 those sold in the prior nonths reflected there?

13 A Yes. The golf course uses reuse water

14 exclusively for irrigation. So Septenber is one of the
15 wettest nonths in the Florida Keys. So if you are

16 asking me which nonth woul d you expect |ow reuse to be
17 supplied to the Key West Golf Club, | would point you to
18 the wettest nonths of the year. They are getting

19 natural rainfall and, thus, they don't need to

20 supplenent their irrigation systemwth reclained water.
21 Q And so you are confident that the nunber

22 reflected there is correct for Septenber?

23 A | ampretty sure it is, yes.

24 Q And to the best of your know edge, that woul d

25 be consistent -- if we were to |look at prior years
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1 usage, it would be sonmething simlar in terns of the

2 disparity between the wetter Septenber nonths and the

3 other nonths?

4 A Yes. You are going to see -- if you ook at a
5 profile of reclainmed water used by the golf course, you

6 are going to see a profile where there wll be nonths

7 that have |l ess use, and those nonths are nore than often
8 going to occur in the wet season.

9 Q What about Cctober through Decenber? 1It's not
10 refl ected here, but just for conpl eteness of

11 under st andi ng.

12 A These woul d be the nonths that we woul d expect
13 to see | ow nunbers.

14 Q Al right. Thank you, M. Johnson. | have no

15 nore questi ons.

16 A You are wel cone.

17 CHAI RMAN BROWN:  Al'l right, Comm ssioners, any
18 questi ons?

19 | have just two, | appreciate staff with their
20 line of questions, kind of streamined m ne.

21 Last night, we heard froma wonman naned

22 Eli zabeth OM. She owns a vacant |ot, and

23 continues to be connected to the system And she
24 said that her bill was going to basically double.
25 We heard froma |lot of custoners about their bills
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1 doubling with this proposed rate increase. Has the
2 conpany nmet with soneone like Ms. OM, who owns a
3 vacant lot and is not using that |lot for a purpose,
4 have you nmet with her and di scussed her situation
5 and tried to provide a disconnection, or sonething
6 to renmedy her concerns?
7 THE WTNESS: | did. | actually physically
8 visited the property with Ms. OM and her
9 daughter. W discussed, anong other things, the
10 physi cal |ayout of the property, what was currently
11 on the property. She doesn't have a trailer on
12 there. She has a lateral that is made out of cast
13 iron, was installed in the 1960s, so it's shot.
14 | explained to her, if you are ever going to
15 put a trailer on this property, you are going to
16 need to run sonme new PVC, it's not that nuch of a
17 run, it would be a $3,000 plunmbing job or less to
18 do the whole job, just because it's not very nuch
19 pipe. But | told her, | said, if you are not going
20 to build here, why do you have your water neter on?
21 CHAI RMVAN BROWN:  Ckay.
22 THE WTNESS: And she wasn't -- you know, she
23 was noncomm ttal about when she m ght rebuild.
24 CHAI RMAN BROWN:  Ckay. Thank you.
25 And | amjust trying to get an
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

understandi ng -- again, we have heard fromthese
custoners about the potential rate increase and
it's effect on folks Iike the canpground,
236 percent increase in rates. Does the -- does
the utility have any type of prograns to assi st
wWth -- custoners with paynent, |ike budget
billing, or any type of prograns that you offer to
your custoners?

THE WTNESS: W have. Historically, if there
Is what has been a reason why a custoner find
thenselves with a very large bill, and they cone to
the utility with hardship and say, hey, we would
|l ove to pay this bill, however, we didn't budget
for this at this time, the utility has, tinme and
time again, net wth these custoners, talked to the
custoners, worked out a paynent plan. During the
testi nony, we've shown sone of these paynent plans,
and the CI AC collections and such have cone out in
testi nony.

We do this as a regular course of business.
I f soneone has a reasonabl e reason for not being
able to pay an anount of nobney at a given point in
time, we are not going to forgive it necessarily,
but we do try to work paynent plans and ot her

arrangenents so that eventually a person can catch
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1 up wth a paynment and conti nue the service.

2 CHAI RMAN BROWN:  Thank you.

3 Comm ssi oners, any other -- redirect?

4 M5. CRAWFCORD: Madam Chairman, | am so sorry,
5 | did have a few questions regarding Ms. OM, and
6 | did neglect to bring those up. Wth your

7 I ndul gence, and with the conpany's, | would like to
8 ask a few questions.

9 MR SM TH: Certainly.

10 M5. CRAWFORD: | really do apol ogi ze for

11 failing to do that tinely. Thank you.

12 BY M5. CRAWFORD:

13 Q Ckay, so Ms. Vivian OM, we did hear her

14 testinony yesterday regardi ng her situation. How nmuch
15 would it cost for Ms. OM to disconnect fromthe KW
16 syst enf?

17 A Whatever the tariff rate is.

18 Q | actually do happen to have the tariff in
19 front of me, and | am happy to provide a copy if you
20 would like. [It's actually Exhibit DDS-1, page 51 of 70
21  of Ms. Swain's testinony. And | see an initial

22 connection fee, a normal reconnection fee, a violation
23 reconnection fee, premses visit in lieu of

24 di sconnection, bad check charge -- excuse ne, stop

25 there, premises visit for your current approved tariffs.
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[

10

11

12

13

14

15

16 BY M5. CRAWFORD:

17

18 di sconnect the water neter in order to disconnect from

19 wast ewat er service?

20

21

22 BY M5. CRAWFORD:

23

24 say pl ease di sconnect nme, how would you determ ne the

25 charge that would be applied in order to performthat

There is no charge for a disconnection?

A | don't have that in front of ne.

CHAI RVAN BROWN:  |If -- M. Smth, can you.

MR SMTH | can actually clarify this,
because | think the actual question, because this
I's about the FKA neters, what is the cost to
di sconnect an FKA neter and reconnect an FKA neter?
| have actually represented nany custoners in that,
and that's actually the thing that prevents them --

CHAIl RVAN BROMWN: Unfortunately you are not a
Wi t ness.

MR SMTH But | think that's nore of the
probative questions that maybe shoul d be asked of
M. Johnson, because when he neets wth these

peopl e, those are the things they are considering.

Q Let nme ask this: Is it necessary to

CHAI RMVAN BROWN: M. Johnson?

THE WTNESS: No. No. [It's not necessary.

Q Soif Ms. OM were to cone to the utility and
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1 service?
2 A We woul d di sconnect her according to our
3 tariff, and charge her according to our tariff. The
4 water neter is independent of what we do. W don't
5 touch the water neter. |It's not our property. So if
6 Ms. OM decided to renove the water neter, she would pay
7 $500 to $700 to renove it. The problemis, if you ever
8 want to put it back in, it's $1,000 or so.
9 So if you are uncertain if you are going to
10 need that water nmeter or not, taking it out is a ganble,
11 because to put it back in, it's very costly. And I
12 asked themthat question, if they contenplated renoving
13 the water service.
14 Q And in order to termnate water service, it's
15 necessary to renove the neter?
16 A Yes.
17 Q | amsorry, if I could have just a nonent.
18 Al right, just for clarity again, it is not
19 necessary to renove the wastewater -- the water neter to
20 di sconnect wastewater service, correct?
21 A Correct. The wastewater service is
22 I ndependent of the water service.
23 Q So what is involved to di sconnect wastewater
24 service to term nate wastewater service for a custoner?
25 A It depends what they are asking for. 1In a |ot
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1 of cases, a custonmer will ask to be term nated because
2 they are putting a new trailer in.

3 Agai n, you heard sone testinony from

4  custoners, we have had hurricanes, lots of units were

5 substantially danaged, |ots of new units went in.

6 During this process, what the utility will do is the

7 utility wwll go out and physically dig down on the |ine,
8 cap it, put a stake in, spray paints the stake green to
9 I ndicate to any denp contractor that that's where the
10 sewer service is, and not to damage it. And that is how
11 you woul d di sconnect a service on a nore pernmanent

12 basi s.

13 Not nmany people call asking the utility to

14  disconnect for a week or two. That's nore of an unusual
15 circunstance, because we then tell them well, you do
16 know you still will continue pay the base rate

17 regardl ess. And sone people are fromdifferent places
18 of the country, and they think if they -- they can

19 disconnect for a period of tinme when they are not using
20 the house, and they think they won't have to pay the

21 base rate. This gets to the vacation rate issue.

22 Q If I recall Ms. OM's testinony correctly,

23 she's saying there is currently no honme on her property,

24 I's that your understanding as well?
25 A Right. At this tinme, there is no hone.
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1 Q Wiy is she continuing to pay a base rate to

2 the utility?

3 A Because she has a water neter on the property

4 that's active.

5 Q | amnot trying to be difficult, I amstil

6 struggling to understand why, even if she has a water

7 neter on the property, wastewater can't be term nated.

8 VWhat would be required to term nate her service?

9 A She woul d just need to renove her Aqueduct

10 meter, the water neter.

11 Q So you are saying it's necessary to renove the
12 water neter in order to term nate wastewater services?
13 A Yes, and then she would no | onger receive a
14  Dbill for the base rate.

15 M5. CRAWFCORD: Thank you. No nore questions.
16 CHAI RMVAN BROWN:  Thank you.

17 Redi rect ?

18 FURTHER EXAM NATI ON

19 BY MR SM TH:

20 Q Goi ng back to OPC s testinony, they discuss
21 the original -- in your direct testinony, the original
22 estimate of 3.7 mllion for the cost of expansion; do
23 you recall that testinony?

24 A Yes, | do.

25 Q When did the utility first derive the original
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1 estimate of 3.7 mllion?

2 A That was several years ago.

3 Q Ckay. Was the utility ever made aware by its
4 engi neers that that price may increase due to the

5 passage of tine?

6 A Yes.

7 Q And what was that based on?

8 A Based on ot her wastewater projects that were
9 being built in the Keys. Prices were going up as the
10 econony started to pick up, 2011, '12, contract prices

11 started to go up. | talked to other folks in other

12 I ndustries, and this isn't unique to wastewater.

13 Q And so was that the basis of the updates to
14  the anmounts for the cost of the plant?

15 A Yes. As we got better and nore accurate bids
16 I n, proposals in, we would update those nunbers as we
17 noved forward.

18 Q OPC brought forth that the Wharton-Smth

19 contract breakdown on the price is the total contract
20 prices at that tinme, is that the correct contract price
21 at this tinme?

22 A There is 4.3 in the original contract, and

23 then there are three change orders that subsequently

24 happened.

25 Q Ckay. The third change order is the vacuum
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1 t ank?
2 A Correct.
3 Q Ckay. And so that's been excluded fromthe

4 cost of the plant, correct?

5 A Correct.

6 Q The other two change orders, did that change
7 the price of the plant?

8 A It did, as indicated.

9 Q And is that incorporated into your rebutta

10 testi nony?

11 A Yes, it is.

12 Q Can you briefly describe what those changes
13 orders were?

14 A One of the change orders was for the

15 foundation, which is underneath the 350,000 gallon a day
16 plant, which is actually a volune of nore |ike 883, 000.
17 The ot her change order was a very mnor one, which is
18 actually an adjustnent that was to the benefit of the
19 utility.

20 Q Can you turn -- do you still have Exhibit 106

21  wth you, which is the annual growth rate?

22 CHAI RMAN BROWN:  It's actually titled KWRU s
23 response to rog 24.
24 MR SMTH | just had one question.

25 BY VR SM TH:
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1 Q Was this estimated growth rate based on
2 hi storic growth?
3 A Yes, it was.
4 Q Going to Monroe County's questions about Key
5 Haven. How I ong has KWRU di scussed with Mnroe County
6 potentially taking the flows from Key Haven?
7 A | think the initial conversations began fairly
8 shortly thereafter the Aqueduct acquired Key Haven, and
9 off and on over the years they have conti nued.

10 Q Approxi mately how | ong ago was that?

11 A | believe since around 2007 -- | nean, 2009,
12 2010, that tinmefrane.

13 Q So the utility has discussed taking on the

14 flows of Key Haven since 2009, '10?

15 A Yeah, it was right after they acquired it.

16 Q Has the utility ever reached any agreenent

17 wth the Agueduct to take over Key Haven?

18 A No, it has not.

19 Q Has there been anything nore than di scussions
20 with the Aqueduct about taking over Key Haven?

21 A Taki ng over Key Haven?

22 Q Correct.

23 A The only thing we have is the bul k service

24 that | nentioned earlier.

25 Q Are you aware if there has been prior
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1 proposal s made by KWRU?

2 A There have been discussions for sure. | can't
3 specifically renmenber a proposal. | don't think they

4 ever canme out with the RFP, you know, that we were

5 waiting for back then. But it's -- there has been so

6 many di scussions over the years, it's a little hazy.

7 Q Are you aware of whether FKA is investigating
8 the flows to their plant on --

9 A Yes, M. Wight asked ne if | knew during ny
10 deposition Cctober 19th or 20th about the aqueduct

11 havi ng an agreenent -- | amsorry, a proposal in hand

12 fromthe Cty of Key West. And it was at that tine that
13 | reported to the utility board that this had happened,
14 or | had information that it happened. So the utility
15 did contact the Cty toinquire if there was a proposal.
16 And they responded that, no, indeed, there was not. And
17 then the utility approached the executive director of

18 the Aqueduct, asked himif there was a proposal. Again,
19 the answer was, no, there is not a proposal in hand from
20 the Gty. In fact, we are contenplating right now

21 sending these flows to our Rockland Key plant, and it

22 was at that point that the utility then had a di scussion

23 about providing a proposal for an alternative --

24 CHAI RMAN BROWN: M. Johnson, can you keep
25 your answers pretty succinct?
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1 THE WTNESS: GCkay. And it was at that tine

2 that the proposal was discussed.

3 BY MR SM TH:

4 Q Turning to the reuse, there is discussions

5 about beyond the County and Key West Golf Cub, a couple
6 of other custoners that had been approved for reuse.

7 Can these custoners utilize reuse at this tinme?

8 A They can't because they don't have their

9 private system set up. However, the utility is prepared
10 to send themreuse water.

11 Q Explain to ne, there was a discussion that if
12 you -- about tapping into the reuse line, the ability to

13 use reuse; is that possible?

14 A Yes, it is possible.
15 Q Do you have to have infrastructure on-site?
16 A You do have to have infrastructure on-site,

17 for storage of the water, for a punping systemto

18 distribute that water. Qur reuse main is very high

19 pressure. You probably need to put it into a storage
20 tank and then into a nore | ow pressure distribution that
21 woul d serve your property.

22 Q Are these on-site costs beyond the connection

23 to the reuse |ine?

24 A Yes, these on-site costs are borne by the
25 I ndi vi dual property owners.
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2 to the custoner?

1 Q
3 A
4 Q

5 reuse at this tine?

7 utilize it, correct.

9 the hospital, whether they desire reuse at this tine?

10 A No. They haven't requested service at this
11 time.

12 Q What about Geral d Adans?

13 A No.

14 Q The col | ege?

15 A No.

16 Q Moving on to Harbor Shores, there was a

17 question about the billing. Are the bills nmade out to
18 I ndi vi dual custoners?

19 A Yes. The bills are made out to the individual

20 owner
21
22
23

24

25 on the bill.

A

Q

Q
A

Q
A

Are those costs inputed into the reuse charge

No, they are not.

So to be clear, the hospital cannot utilize

They don't have the facilities at this tine to

Al right. Do you recall any discussion with

sent care of the association.
So how many bills are sent to the association?
69 bills.
Al right. Wo are on those bills?

The individual property owner's nane is |isted
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1 Q When those bills are paid, who are those
2 paynents credited to?
3 A The accounts, which are 69 individually
4 entered accounts in our billing system
5 Q Do each one of these Harbor Shores residents
6 have an FKA residential neter?
7 A Yes.
8 Q Green Fairways, do you recall wthin the | ast
9 rate proceeding the Public Service Comm ssion approved a
10 managenent fee for G een Fairways?
11 A Yes, they did approve.
12 Q There was sone di scussion about M. Smth and
13 sone of his duties to the conpany. Could the utility
14  borrow noney wthout M. Smth's guarantee?
15 A No.
16 CHAI RMVAN BROWN:  Wapping it up?
17 BY MR SM TH:
18 Q As to Boyd's Canpground, the effluent neter
19 that was read prior to the PAA order, is that an FKA
20 met er ?
21 A No.
22 Q After the PAA order, what neters do you bill
23 Boyd' s Canpground at?
24 A Solely off of the FKAA neters.
25 Q Wiy is that?
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1 A That is what our tariff tells us to do under
2 t he general service condition.
3 MR. SM TH: Thank you. No further questions.
4 CHAI RMAN BROWN:  Thank you.
5 Ckay. Exhibits, M. Johnson, you have got to
6 be tired, you have been sitting there for a while.
7 Al right. This witness has 75 through 78
8 attached to his prefiled rebuttal. Wuld you Iike
9 t hose noved into the record?
10 MR SMTH  Yes.
11 CHAl RVAN BROMN: Ckay. Seeing no objection,
12 we wll go ahead and nove in 75 through 78 into the
13 record.
14 (Wher eupon, Exhibit Nos. 75-78 were received
15 I nt o evi dence.)
16 CHAI RMVAN BROWN:  Al'l right. Public Counsel,
17 you have 84 -- 94 -- | amsorry, 84, 104 and 105
18 associated with this wtness.
19 MR, SAYLER: Yes, ma'am W would nove the
20 84, not the excerpt but the full copy into the
21 record.
22 CHAI RMAN BROWN:  Ckay. Seeing no objection we
23 wi Il go ahead and nove 84, the full copy, into the
24 record.
25 (Wher eupon, Exhibit No. 84 was received into
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1 evidence.)

2 MR. SAYLER. As well as 104 and 105.

3 CHAI RMAN BROWN:  Seei ng no objection, we wll
4 go ahead and nove 104 and 105 into the record.

5 (Wher eupon, Exhibit Nos. 104 & 105 were

6 received into evidence.)

7 CHAI RMVAN BROWN:  County, you have 106 through
8 108.

9 MR. WRIGHT: Move theminto the record,

10 pl ease, Madam Chai r man.

11 CHAl RVAN BROMAN:  Seei ng no objection, we are
12 goi ng ahead and noving 106 through 108 into the

13 record.

14 (Wher eupon, Exhibit Nos. 106-108 were received
15 I nt o evi dence.)

16 CHAl RMAN BROWN:  Staff --

17 M5. CRAWFORD: W nove that 109 and 110 al so
18 be adm tted.

19 CHAI RMVAN BROWN: W wi ||l go ahead and nove 109
20 and 110 into the record.

21 (Wher eupon, Exhibit Nos. 109 - 110 were

22 recei ved into evidence.)

23 CHAI RMAN BROWN: Now seens |ike a very nice

24 time to take a break. We will excuse the w tness

25 and give about -- let's reconvene at 1:15.
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1 (Lunch recess.)
2 (Transcript continues in sequence in Vol une

3 5.

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
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