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PROCEEDI NGS

(Transcript follows in sequence from

Vol une 6.)

CHAI RMVAN BROWN:  All right. W're getting
back on the record. Thank you all for your
patience. |If you could all quiet the chatter, our
court reporter is transcribing the record right
now.

Wth that, M. Arnstrong, | hope you had a
good | unch.

MR, ARMSTRONG | did. Thank you, Madam
Chair.

CHAl RVAN BROAN:  So did I.

MR. ARMSTRONG Are we ready for cross?

CHAI RMVAN BROWN: W are.

Again, | would like to remind the parties to
pl ease quiet the chatter. Thank you.

MR, ARMSTRONG.  Thank you, Madam Chair.

CHAI RVAN BROWN:  You have the fl oor.

MR. ARMSTRONG We do have one exhibit for
di stribution.

CHAI RVAN BROMWN:. Staff, if you could, help
assist M. Arnstrong. Thank you.

(Staff distributing docunent.)

CHAl RVAN BROAN:  So, we will be starting at

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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Exhi bit No. 3109.

MR, ARMSTRONG  3109.
CHAI RVAN BROMN:  Thank you.

Do you want to give it atitle?

MR. ARMSTRONG  Madam Chair, the title would
be "U F Responses to OPC Interrogatories 51" -- oh,
wait -- "50, 51, 52, 62 and 63."

CHAI RVAN BROAN:. We're going to title it UF

response to OPC rogs 50 through 52 and 62.

Yeabh.

MR. ARMSTRONG. And 63.

CHAI RMVAN BROWN:  And 63.

MR. ARMSTRONG  Thank you.

CHAI RVAN BROMN:  Ch, you added that in there.

(Exhibit No. 319 marked for identification.)

CHAl RVAN BROAN: M. Deason, you have a copy

of it before you?

THE WTNESS: Yes, ma'am | do.
CHAI RVAN BROWN:  Wonder f ul .

You have the fl oor.

MR, ARMSTRONG  Thank you.

EXAM NATI ON

BY MR ARMSTRONG

Q
A

Good afternoon, M. Deason.

Good aft ernoon.

Premier Reporting
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Q M. Deason, Summertree and Ms. Ryan wish to
focus solely on the allocated costs fromUF- -- UF's
affiliate, Water Services Corporation, or WoC. (kay?

A Ckay.

Q Ckay. If | could ask you to refer to what's
been marked as Exhibit 319, and | -- and draw your
attention first to the responses to Interrogatories 50,
51, and 52. Do you see that?

A Yes, | do.

Q And -- and the responses from U F sinply
I ndi cate that costs from W5C are allocated to U F based
upon a nunber of ERCs located in Florida; is that
correct?

A Yes, that's correct.

Q Ckay. If | can draw your attention to the
response to No. 62, do you agree the response fromU F
si nply acknow edges that the cost allocated to U F by
its affiliate for services rendered is $1,843,658? |Is
that correct?

A Let nme read one second.

Q Sur e.

A (Exam ni ng docunent.) Yes.

Q And that is an annual cost, correct?

A | nmean, costs -- allocated costs are -- occur
annual ly. They do.
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Q Ckay. Thank you.

And if we | ook at Interrogatory No. 63, UF s
response indicates that the depreciation costs allocated
to UF by its affiliate, WBC, is $406, 000 and -- or
$406, 630, correct?

A Yes.

Q Ckay. So, the conbined costs that are
allocated to UF by its affiliate, WSC, exceeds
$2 mllion a year, correct?

A Yes.

Q You woul d agree that that's a pretty
signi ficant amount, correct?

A | mean, that's up to opinion, but -- | nean,
that's -- that's what the costs are.

Q Okay. Now, you believe that a third-party
auditor actually audits that allocation, correct?

A We do have third-party auditors at our
corporate level, but | don't have any interaction with
them or do anything with them

Q Ckay. But you believe that there's a report
that is prepared by that third-party auditor with
respect to the allocated costs; is that right?

A I"'m-- I"'mnot -- | really don't know if they
| ook into allocations or not. | know that we -- our

cor porate executives have hired a third-party,

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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| ndependent auditing firmto audit our conpany on an
annual basi s.

Q Ckay.

A What all they look into, | couldn't tell you
W t hout having that report in front of ne.

Q Ckay. So, you're -- are you aware that
there's a report or no?

A There's a report that's issued.

Q Ckay. And you do not review that report
yoursel f, right?

A No, | don't report -- that's for corporate
executi ves.

Q And it's -- it's -- is it your testinony
that's not wwthin your job responsibility to review
t hose reports?

A No.

Q It's not your testinony that it's not in your
j ob responsibilities?

A It's not ny responsibility to review the
reports of our third-party, independent auditor at our
corporate |evel.

Q Ckay. Who does audit those reports on behal f
of Ul F?

A The third-party, independent audit report?
Who audits the audit report?

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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Q That's right. W -- who reviews it and --

and -- who reviews that report on behalf of U F?

A Cor por at e executi ves.

Q Nobody at Ul F does?

A | -- 1 don't.

Q Ckay. So, you don't know anybody at U F who
even reviews those reports?

A | -- I"mjust saying | don't.

Q Ckay.

A ' m not speaking for anybody el se.

Q Ckay. And you are the witness who's been
provided by UF to justify these -- the reasonabl eness
of those costs, correct?

A Yes.

Q Ckay. So, do you conduct any review
what soever of the quality of the services provided by
your affiliate, WSC, to U F?

A The quality of service that USC [sic]
provi des?

Q That WSC provides to U F.

A Well, I -- 1 think there's a m sunderstandi ng
of what WsC is. WBCis a -- a corp- -- an entity where,
for accounting purposes, costs are housed and all ocat ed.

Q So, do you ever take the opportunity to review

the services and the quality of the services that are
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provided to U F by WC?

A There are no services provided by W5C to our
conpany. It is an accounting nmechanismwhere -- it's an
entity where costs are housed for allocation purposes.

Q WEC does not provide accounting and -- | guess
financi ng and ot her services on behalf of U F?

A No. Al of our departnents are housed wthin
there for allocation purposes; |like all salaries for
enpl oyees, whether they are a shared service or assigned
to a specific state -- it's housed wwthin -- within that
entity.

Q Ckay. And what are those shared services,

M . Deason?

A Shared services are different departnents. W
have our custoner service departnent, which the majority
of that is |ocated out of our Altanmonte Springs office.
O course, we do have custoner service that are spread
out all across the country. Just the majority of it is
I n Florida.

We have our billing departnent. Once again,
the majority of that is -- works out of our Altanonte
Springs office.

We have our corporate offices in Northbrook.
We have our accounting departnent, |IT, corporate

executives, things such as that.
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Q And financi ng?

A That's done in the corporate |evel.

Q Ckay. So, those --

A Financing is taken care of at the corporate
| evel .

Q " msorry.

So, those shared services you just referred to
are what conprise the $1.8-mllion-plus costs that are
all ocated to U F by WSC - -

A Yeah, shared --

Q -- correct?

A A portion of the shared services is allocated
to Fl ori da.

Q And you've already identified what those
shared services are.

So, let nme ask you: Isn't WeC in the role
simlar to a contractor who m ght ot herw se provide
t hose services for U F?

A No.
Q They are not.
A As | said before, it's -- it's an entity where
costs are housed. |It's nore of an accounting nmechani sm
Q So --
A For example --
Q Go ahead.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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A You know, like, if we need to purchase
I nsurance for our enployees on a nationw de | evel --
well, all of our enployees are housed in W8C. So, it's
WEC that is able to secure a contract for all enpl oyees
as opposed to separate states having to go out and get
their own insurance for all the enployees that work in
the different states.

Q Under st ood.

A So, it's just --

Q Ckay. Well, let nme ask you this: | nean, are
you aware that there are other contractors who provide
accounting services for utilities?

A There are -- there are accounting firnms that
wll do stuff for -- for utilities. That -- that could
be a contractual service.

Q Ckay. And are there other entities out there
that can provide custoner-service activities for
regul ated utilities?

A | suppose there -- there could be a third
party that could be contracted to do that.

Q Ckay. And are there other parties that can --
ot her contractors that can provide billing services for
utilities?

A There is such a thing as third-party billing,
yes.
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Q kay. Has Uilities, Inc. of Florida ever
contacted those other contractors to determ ne what
price they would charge to Utilities, Inc. for such
servi ces?

A We're a subsidiary of Uilities, Inc. in
Nor t hbrook. And that decision to have our own billing
departnents and things such as that is -- is their
deci sion, not UF s.

Q So, would you agree, though, that it's UFs
responsibility to nmake sure that the allocated cost --
that the cost you're paying for these services is the
| owest possi bl e?

A That's not ny responsibility. | nean, that --
t hose decisions are nade at an executive |evel.

So, there's no --
I n Nort hbrook.

|"msorry, again, M. Deason. |'msorry.

> O >» O

['"m-- no.

Q So, there is no evidence in the record that
you have presented on behalf of U F that woul d establish
for this Comm ssion that the rates being allocated to
UF by W5C are the | owest possible costs?

A | don't have any cost conparison with third-
party vendors, no.

Q And you have never bid out those costs or
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t hose projects, those services, to any third parties,
correct?

A That's not ny responsibility with the conpany,
no.

Q Wul d you recommend that that occur in the
future?

A Once again, that's not ny responsibility to
| ook at those things. That's not what |I'mtasked with
doing for -- for ny conpany. Those are executive-|evel
deci si ons.

Q Uh- huh. Ckay.

Now, if the -- if these services were
contracted out to a third party, instead of having an
al l ocation of costs fromWC, UF would obtain, on a
nonthly basis -- typically obtain a bill for services
rendered, correct?

A If we decided to not go with our corporate
accounting departnent, for exanple --

Q Ri ght .

A -- and go with -- say, we're not going to use
you; we're going to find our own accounting firnf

Q Ri ght .

A | suppose they could be billed on a nonthly
basis. It depends on whatever kind of contract you work

out wwth -- with that, if you decide to go that route.
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Q Ri ght .

But once again, that's not a decision | nake.
Q That's right.

But a bill typically comng froma contractor,

I f that decision had been nade, that would identify the
services provided on a nonthly basis, correct?

A It shoul d.

Q And the hourly rates that were applied to
t hose service, correct?

MR FRIEDVAN. | -- | object. He's asking a
specul ati ve question. He's saying would it, if
there were -- if it existed, would it do this. And
that's very specul ative.

CHAI RVAN BROMWN: It is speculative, but |
think, in M. Deason's role, he may have the
opportunity to answer it. So, I'lIl overrule the
obj ecti on.

BY MR ARMSTRONG

Q M. Deason, so, would it -- would a typica
bill from another contractor, unaffiliated to UF --
woul d that nonthly bill identify the hourly rates being

charged for services?
A My assunption is it woul d.
Q And would it also identify the materials costs

that are being allocated to U F?
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A My assunption is it woul d.

Q Okay. But U F doesn't receive anything |ike
that kind of a bill fromWSC, correct?

A No. There's no billing going back and forth
fromWSC. It's not that kind of entity.

Q You were here yesterday for the testinony of
Staff Wtness Dobiac, correct?

A Yes.

Q And you heard Ms. Dobiac testify that she al so
does not audit the costs which are allocated to U F by
WEC? Did you hear that?

A | did not. They -- | did not hear that, no.

Q Ckay. D d you hear her testify that they --
they audited the allocation and the accuracy of the

all ocation --

A Uh- huh.
Q -- fromWsC to U F?
A Yes.

Q Ckay. And did you not -- did you not hear her
say that she does not actually audit the costs
t hensel ves that are allocated to U F by WSC?

A Can you repeat that question? There was a
bunch of "nots" in there.

Q Ckay. Sure.

A It got alittle confusing.
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vell, |

Q Ckay.

Ckay. | asked,

did she audit the costs, thenselves,

by WsC to U F? Do you recall that?

speci fically,

appreci ate that.

Ms. Dobi ac --

that are all ocated

A | don't recall that specific question.

Q Ckay. So, you don't recall M. Dobiac's
answer, "No."

A | do not recall that.

Q When U F considered -- well, you were here for
the testinony of M. Flynn, correct?

A Yes, | was.

Q And did you hear his testinony that referred
to the fact that, when Utilities, Inc. of Florida is
consi dering constructing a -- a project, that they

actual ly put that project out to bid?

A I

Q

contractors,

heard hi msay that, yes.
Ckay.
U F, according to M.
things |ike the price of the bid?
A
Q

maki ng the bid,

Uh- huh.

correct?

A I

Q

has been on budget,

heard hi m say that.
And whet her or

past,

Fl ynn,

not that contractor,

above budget,

And when they get bids from

w |l eval uate

And their experience with the contractor

in the

or bel ow budget;
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do you renenber that?

A Yes.

Q Ckay. And whether that contractor actually
provi ded the services contenplated in the bid in a
tinmely and proper manner; do you renenber that?

A Yes.

Q But is it -- is your testinony that, even
t hough U F is responsible to nake sure that the costs it
Is incurring and fl ow ng through to custoners for
services |i ke accounting and financing and billing and
custonmer service -- it's your testinony that there is no
obligation to nake sure that those costs are the | owest
possi bl e?

A That's not ny responsibility.

Q Ckay. And you are the witness that is tasked
wth -- by UF to cone here and show to this Conm ssion
that those costs are reasonable and the | owest possible,
correct?

A Yes.

MR, ARMSTRONG. Thank you very nuch. That
concludes ny testinony -- ny -- ny exam nati on.

M. Bilenky got to nme this norning.

CHAI RVAN BROAN: | was going to say, you were
not testifying.
MR, ARMSTRONG That's right, | was not.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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(Laughter.)

CHAI RMAN BROWN:  Thank you.

And Sem nol e County has been excused.

Staff, questions?

MR, TAYLOR: Yes, we just have a few. It wll
be brief. Does everybody have the exhibits?

CHAI RMAN BROWN: | do. | don't know about
everyone el se.

M. -- M. Deason, do you have all of the
exhibits still?

THE WTNESS: Not in front of ne, | don't.

CHAl RVAN BROMN: Ckay. Well, let's just wait
and see what -- what staff has -- what questions
staff has first.

MR, TAYLOR: Ckay. Thank you.

EXAM NATI ON
BY MR TAYLOR:

Q M. Deason, in the MFRs, U F included all
unanortized rate-case expense in the total rate-case
expense to be anortized over four years at the
conclusion of this case; is that right?

A That is correct.

Q Coul d you take a |l ook at the exhibit that is
Wtness Ranas' testinony? It's an excerpt, Page

Pages 20, Lines 19 through 23.
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CHAI RMAN BROWN:  Ckay.

THE WTNESS: | don't have it in front of ne.

MR. TAYLOR® W don't --

CHAI RMAN BROWN: Can you provide himwith a
copy of it and then direct us where we can find it
as well?

MR. TAYLOR:  Absol utely.

CHAI RMAN BROWN:  Thank you. Even better -- or
have an exhi bit.

(Staff distributing docunent.)

CHAI RMAN BROWN:  Thank you.

So, we are at Exhibit 320. And the title of
this -- it's comng around. It wll be "OPC
Wtness Ranas' Direct Testinony." It has already
been noved into the record, but we're going to
identify it as Exhibit 320, nonethel ess.

(Exhibit No. 320 marked for identification.)

CHAl RVAN BROMWN: M. Deason, you have a copy
of it before you?

THE WTNESS: Yes, nma'am

CHAl RMAN BROWN:  All right. M. Taylor,
pl ease proceed.

MR. TAYLOR: Thank you.

BY MR TAYLOR:

Q Are you famliar wwth Wtness Ranas'
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proposition that unanortized rate-case expense be
col l ected through a series of surcharges specific to the
systens with unanortized rate-case expense?

A Yes, | am

Q What is your position on Ms. Ramas' nethod of
usi ng surcharges to collect unanortized rate-case
expense?

A | think it can be done. | think it's a nore-
conpli cated approach than just taking the unanortized
portion and adding it to the portion of the rate-case
expense in this rate proceeding and anortizing it over
four years.

| guess there was concern that that woul d be
extending the time for that unanortized rate-case
expense. The rule does allow for -- for a |onger period
of four years, if it's in the best interest of
custoners. And if you take rate-case expense and
anortize it over the long -- nore than four years, it
woul d be because that woul d have a | ower rate inpact on
custoners' bills.

So, fromthe standpoint of sinplicity and
havi ng a custoner benefit, | don't have any problemw th
just addi ng the unanortized rate-case expense and
extending it out another four years.

Q Thank you.
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Can you expand a little bit nore on why it
woul d be nore conplicated?

A Well, you would have to identify those
systens, figure out the unanortized rate-case expense,
create the surcharge. You would have to affect the
billing system And you would have to nodify the bills
for those specific systens, create bills with separate
line itens, things such as that; as opposed to the
normal nethod -- it's already enbedded in rates and it's
a lot nore sinplistic to inplenent.

MR, TAYLOR: Thank you, M. Deason. That's
all we have.

CHAl RVAN BROMWN: Ckay. Thank you.

Pl ease di sregard the other exhibits that were
passed out with that one.

THE WTNESS: Onh, okay.

CHAl RVAN BROMAN:  Conm ssi oners, any questions?

Conmm ssi oner Pol mann.

COW SSI ONER PCLMANN: | didn't even get to
push the button.

CHAI RVAN BROMN: | ' m beginning to predict.

COW SSI ONER POLMANN:  You're -- you're --

t hank you, Madam Chai r man.

Good afternoon, M. Deason. Can we pl ease

refer back to Exhibit 316, if you happen to have
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that nunbered. This was presented by counsel for

OPC.

CHAl RMAN BROAN: The correct title would be

"UF s Response to OPC' s 12th Set of
Interrogatories, No. 283" --
THE W TNESS: 283.

CHAl RMAN BROAN:  -- Conmi ssi oner

Pol mann.

COMM SSI ONER POLMANN:  Yes, | was | ooking for

t hat page.

Let nme know when you have that, M. Deason.

THE WTNESS: Okay. | think I've got it.

Sorry. It was toward the -- the bottom of the

st ack.

COW SSI ONER POLMANN:  Now, this concerns

Interrogatory 283. You -- you had questions from

counsel for OPCon that. And | want to --

THE WTNESS: Yes.

COW SSI ONER POLMANN: -- | ook at the | ast

page, which is a table of nunbers.

THE W TNESS: Yes.
COMM SSI ONER POLMANN:  There's a list there of
12 UF utilities?
THE W TNESS:  Yes.
COMM SSI ONER POLMANN:  Thank you.
| believe your answer to -- to questioning
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fromOPC -- if | understood it, this table

i ncludes, in the right-hand col um, information
concerning utility-plant operators and other staff
that are non-operators. Was that correct, sir?

THE WTNESS: Wsat this -- what this is is the
nunber of ERCs at each individual system and what
t hey represent.

COMM SSI ONER POLMANN:  This is -- if | can
rephrase that -- correct ne if I"'mwong. This
represents an allocation to each of the 12
utilities --

THE WTNESS: It -- it's used for allocation
pur poses because we all ocate based on ERCs. What
these represent are the ERCs that are | ocated at
each individual system These will be used to
determ ne the all ocati on percentages.

COW SSI ONER PCLMANN: I'msorry. |I'm-- |I'm
trying to get to a particular point. So, |I'mgoing
to have to refer also to Exhibit No. 315. And the
title on that is "Utilities, Inc. Response to
Staff's 10th Request for Production, Docunent
No. 28." That was al so discussed with you in the
sane |ine of questioning by counsel for OPC

So, that's staff's 10th request for

production, and that's Docunment No. 28 -- and the
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table at the back of that, sir.

THE W TNESS: Yes.

COMM SSI ONER POLMANN:  Now, in the -- the
footer there, I'm-- I'"mreading this to say
“operator's tine allocation.” And I'mjust trying
to understand your answer to the questions that you
had previously received.

And this lists each -- each line here refers
to a system And I'mtrying to conpare the table
in Exhibit 315 to the table in 316. And | see
significantly nore lines of data in -- in the first
table that says "Qperator's tine allocation" --
many lines in there conpared to the other one,
which just lists 12, which I -- | assune the 12 are
the utilities. And then the one with many nore
lines are individual systens.

THE W TNESS:  Yes.

COMWM SSI ONER POLMANN:  kay. Thank you. And
then the one with many lines that's footnoted,
"Qperator's tine allocation" -- those are enpl oyees
that you designate operators at the systens that
actually operate the plant; is that correct, sir?

THE W TNESS:  Yes.

COMM SSI ONER POLMANN:  So, the ERCs that total

64, 000 and sone nunber, conpared to the other
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table -- the Interrogatory No. 283 -- that's the
70,000 -- if | understand it correctly, you
i ndicated -- that includes the plant operators and
then other staff, in addition.

THE W TNESS:  Yes.

COMWM SSI ONER POLMANN:  Is there a -- if you
can answer this, please -- is there a particular

met hod by which U F allocates that non-operator

tinme to the 12 utilities -- is there sone type of a
formul a?
THE WTNESS: It's -- it's based on ERCs. And

it's all based on all the systens. So, sonetines
we have operators that only work, say, at -- maybe
it's divided between two different systens. W
turn to the ERCs to determine the tine allocation
for them based on that.

For non-operators, the entire anmount is spread
across all the ERCs statew de.

COW SSI ONER PCLVANN:  Ckay. W -- ny
particul ar question concerns the non-operators.
Coul d you re- -- please repeat the nethod by which
t he non-operator expense is allocated across the
Fl ori da systens.

THE W TNESS: Non-operator salaries are

allocated to all Florida systens based on ERCs, not
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just to -- to every single one -- not just to
specific ones, but to all of them

COW SSI ONER PCLMANN:  So, when you say "based
on ERCs" -- I'm-- I'msorry. |'mnot
under st andi ng that phrase "based on ERCs."

THE WTNESS: Is it the acronymor -- or
just --

COMM SSI ONER POLVANN: Wl |, it doesn't
matter, the acronym | see on the other table that
has all of the systens.

THE W TNESS:  Uh- huh.

COW SSI ONER PCLMVANN:  When you say, based on
ERCs, is -- is that the percentage?

THE WTNESS: Yes, we will use that to devel op
t he percent ages.

COMWM SSI ONER POLMANN:  So, when | | ook at
t hose systens and those percentages, do you take
all of the expense of the non-operators and then
all ocate themto the systens on -- on the operator
table to spread out the non-operator --

THE WTNESS: To all of our different business
units, which would include all of our systens.

COMM SSI ONER POLMANN:  Thank you, sir.

That's all | have, Madam Chair man.

CHAI RVAN BROMN:  Thank you, Conm ssi oner
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Pol mann.

Comm ssi oners, any other questions?

| just have one question --

THE W TNESS: Ckay.

CHAl RMAN BROWN:  -- on your, Exhibit JD4.

THE W TNESS:  Yes.

CHAI RVAN BROAN: On that first page -- OPC
went over it in nore detail, but there is just one
cost on -- they went over questions on the
Tucker/Hal | expenses. But under "other costs," you
al so have custoner conmuni cati ons.

If I recall during your direct, you said that
Tucker/Hall was retained, not as crisis nmanagenent,
as the exhibit indicated, but as a communications
expert to discuss with the custoners.

THE WTNESS:. Yes. |It's ny understanding that
t hey advi se us on our custoner commrunications that
we're nmaking to --

CHAl RVAN BROMWN:  So, then, why would you have
anot her cost called "customer communi cations" at
$30, 0007

THE WTNESS: | believe that's the unused
portion of the contract that we have. It's -- John
Hoy can speak nore to the specifics on that, but

based on ny understanding, there was a contract.
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The part that's been incurred so far is at the

top. The bottompart is what we expect the -- to
expend through the -- out the remainder of this
rate case.

However, | was also will note that this JD-4
was updated in response to staff -- staff

interrogatories and PODs. So, this is not the
nost-current version of this exhibit.

CHAI RMAN BROWN:  Where is the nost-current
ver sion?

THE WTNESS: The nost-current version -- one
second. | can tell you the exact production of
docunent s.

CHAI RMVAN BROWN:  Ckay.

THE WTNESS: (Exam ning docunent.) Sorry. |
do have it here.

(Exam ni ng docunent.) Ah, obviously it's the
last one | look at. It is found in response to PSC
Interrogatory No. 295 and POD No. 33.

CHAl RVAN BROWN: Has t hat been marked as an

exhibit? Are you aware -- or is staff aware?
THE WTNESS: | -- I'mnot sure if it was or
not .
MR, TAYLOR:. | believe it's in the

conprehensive exhibit list. I1t's Exhibit 194.
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CHAI RMAN BROWN:  Thank you.

All right. Can you go over those costs, the
revised costs, then, for the custoner
communi cations as well as Tucker/Hall?

THE WTNESS: |Is it okay if I look it up on ny
conmput er - -

CHAl RVAN BROMN:.  Absol ut el y.

THE W TNESS: -- excess? Gkay. (Exam ning
docunent).

MR, TRI ERWEI LER: M. Deason, we have a
written copy comng to you.

THE W TNESS. OCh, thank you.

I nterrogatory 295 and POD 33.

CHAI RMAN BROWN:  Thank you, staff.

UNI DENTI | FI ED SPEAKER: (I naudi bl e.)

THE W TNESS:. There m ght have been docunents
that were surrounded -- to it.

UNI DENTI | FI ED SPEAKER: And t hen whi ch ot her
one?

THE W TNESS: POD 33.

(Exam ni ng docunent.)

UNI DENTI | FI ED SPEAKER: Wi ch one? Do you
know t he nunber?

THE WTNESS: |t should be 295.

CHAI RVAN BROAN: | know we're all trying to be
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patient here.

THE WTNESS: (Exam ni ng docunent.)

(Wi spering) one second. Let nme go to another
colum that | have this in.

COW SSI ONER BRI SE:  Madam Chair, |'mjust
curious, does the utility not have staff here that
can assist --

THE WTNESS: |I'mtrying to pull up the Exce
file right now | think I --

CHAl RVAN BROMWN: That's a good questi on,
Conmi ssi oner Bri sé.

THE WTNESS: | just got ny Excel file up.

CHAI RVAN BROMN:  Thank you.

COVM SSIONER BRISE: | guess it could -- ||
not go there.

(Laughter.)

CHAI RVAN BROAWN: We are all trying to be
patient here.

THE WTNESS: ay. | do have the Excel file
up that shows the -- the total --

CHAIl RVAN BROMN:  Can you go over those --

THE WTNESS:. -- of the rate-case expense.

CHAl RMAN BROWN: Right -- no. Can you go over
the specific costs as they relate to Tucker/Hall

and the customer connuni cations?
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THE WTNESS: Tucker/Hall, so far, we have
been invoiced, as of 4/18, April 18th, which is ny
nost-recent update to rate-case expense -- what we
have for themis 23,499. And our |atest estimate
to -- throughout the rest of the rate case woul d be
12, 375.

CHAI RMAN BROWN:  Ckay. So, then that -- that
category on your Exhibit JD-4 -- that custoner-
conmmuni cati ons category under "other cost" -- that
30,000 -- is that inclusive of that total anount
that you just read off on Tucker/Hall or is that
conpl etely separate?

THE WTNESS: At -- at that tine, it was an
estimate to conplete, but af- --

CHAl RVAN BROMN:  You're -- we're speaking past
each ot her here.

THE WTNESS: |['m-- I'msorry.

CHAl RVAN BROMWN:  The ot her costs -- | just
want to know if those custoner-conmunication costs
are the sane as they relate to Tucker/Hall or --

THE WTNESS:. They -- all custoner
communi cations relate to Tucker/Hall.

CHAI RMVAN BROWN:  Ckay.

THE W TNESS:  Yes.

CHAI RMAN BROWN:  So, on your Exhibit 1 --
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pardon ne -- JD-4 --

THE W TNESS: Ckay.

CHAl RVAN BROMN: -- Page 1 of 194, you have
the rate-case expense estimated to conplete. And
you had, for Tucker/Hall, 12,375, which is what --
and you just indicated, too.

But then you also had -- have other costs,
custoner communi cations, totaling 30,000. Wat is
t hat anount ?

THE WTNESS: Yeah, those costs have been
renmoved in the updated rate-case expense.

CHAI RMVAN BROWN:  Ckay.

THE WTNESS: So, those -- those -- those
woul d be subsuned to be taken care of conpletely by
t hem

Now, those custoner communications are, at the
time, an estimate to send out the final notices --
actual ly, when this was prepared, we still had our
techni cal -hearing notices to go out. So, we stil
have techni cal -hearing notices. And we still have
final notices that will go out at the end of this
rate proceedi ng.

CHAl RVAN BROMWN:  But you have a category for
notices as well --

THE W TNESS: Yeah
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CHAI RMAN BROWN:  -- in there.

THE WTNESS: | see.

CHAI RMAN BROWN:  Total ly separate line item

THE W TNESS: Yeah, | think that's probably
one of the revisions that was nade because ny
| atest one, in response to Interrogatory 295 --
that -- that amount was renoved. And everything,
as far as custoner communi cations, was subsuned
under Tucker/Hall and both identified as Tucker/
Hal | .

CHAI RMAN BROWN:  So, I'mfamliar with
Tucker/Hall. | -- being a Tanpa native, | -- | am
famliar wwth them And | did not know that they
had expertise in the area of cust- -- utility or
cust onmer conmunications. | -- they're known as a
public-relations firm a crisis-mnagenent firm |
was surprised to see that the utility retained
them just knowing that they're -- what -- what is
bei ng portrayed as communi cations and -- it -- it
just seens to be a little conflicting and what the
reputation of Tucker/Hall is.

THE WTNESS: |'m-- |'mnot --

CHAI RVAN BROMWN:  Can you el aborate on the
services that they provide?

THE W TNESS: | -- | was not the one who
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engaged themfor their services. Those -- those
questions would be better directed at John Hoy, who
actual |y engaged those services of Tucker/Hall.

CHAI RMAN BROWN:  And they're a great firm
They're a public-relations firm They are -- they
are an excellent firm | just didn't know that
they had the experience that you all are seeking.

Comm ssi oner Pol mann.

COMW SSI ONER POLMANN:  Thank you, Madam Chair.
Actually, I'"'mnot done with this wtness.

To follow up to the Chairman's question, do
you have information in -- in the invoices or in
records regardi ng Tucker/Hall as to who are the
individuals at that firmthat are engaged? |I|s that
i nformation provided in -- in billings?

THE WTNESS: | would have to | ook up the
i nvoices to see if there's any nanes attached to
them Wuld you -- would you |ike ne to do that
real quick --

COW SSI ONER PCLMANN:  No, | don't need you

to --
THE WTNESS: -- try to find sone?
COW SSI ONER POLMANN: | need the answer to
the questions. Do they provide -- does that firm

provide information as to who is working --
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THE WTNESS: | would have to -- | woul d have
to see the invoices to see if there is any specific
person that -- as far as hours assigned or anything
of that nature. | -- | personally do not have any

interaction with them for the services --

COW SSI ONER POLMANN: | under st and.
THE WTNESS: -- they're providing, so --
COW SSI ONER POLMANN: | understand. You're

not interacting with them

THE WTNESS: |'m not.

COMWM SSI ONER POLMANN:  Ckay. | was
guesti oni ng your know edge of the invoicing, but
you' ve answered it. Thank you.

Again, on the -- on the issue of invoicing, do
you know, is the -- is the type of invoice a -- a
percentage conplete or is it in the nature of
hourly? Because there's a rate schedule in here, |
believe, is the category of -- of professional, and
then an hourly rate. Do you knowif they're
billing by the hour?

THE WTNESS: At this tinme, | do not know if
they are --

COMM SSI ONER POLMANN:  All right.

THE WTNESS:. -- without seeing the invoices.

COMM SSI ONER POLMANN:  Thank you, sir.
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CHAI RVAN BROWN:  Conmi ssi oner Bri sé.

COW SSI ONER BRISE:  Yeah. So, I'ma little
slow So, I"'mgoing to -- sort of -- you can go
back to -- to what the Chair asked in terns of that
12,375 and its relation to the 30,000. You
nenti oned a $23,000 nunber. So, if you could, walk
me t hrough how those three nunbers work together.

And then, | want to know, since -- | also want
to know -- but you -- you' ve sort of nentioned that
you may not be the witness for this. But what is
t he conpany paying for with that $23, 0007

So, first, answer the rel ationship between the
12,375 and the 30,000 and the 23,375 or 475 that
you nentioned. |If you can, neke that clear for us.

THE WTNESS: | have to go back and forth --

COWM SSI ONER BRI SE:  Sure.

THE WTNESS: -- between what was in the
original exhibit with ny rebuttal testinony versus

t he updated rate-case expense that was provided --

114 W. 5th Avenue, Tallahassee, FL 32303

COVM SSI ONER BRI SE:  Sure.
THE WTNESS: -- on April 18th. GCkay.
So, your first question was about the 23,0007
COVM SSI ONER BRI SE:  Sure.
THE WTNESS: ay. R ght now, based on the
accounting records -- or one second. Let ne pull
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up -- one second -- real quick. Go up. Ckay.

Actual invoices that we've received so far from

Tucker/Hall through April 18th are 23, 499.
COW SSI ONER BRI SE:  kay. So, 23,4997
THE WTNESS: Yes, that's correct.
COW SSI ONER BRI SE:  Okay. So, on the

I nvoi ces -- because you m ght be able to see

them -- what are the services that are deli neated

on those invoices?
THE WTNESS: Is it okay if | pull up in
sonme -- sone invoices to reference?
COW SSI ONER BRI SE:  Yeah. Yeah. Perfect
That works perfect for ne.
THE WTNESS: Gkay. (Exam ning docunent.)
Li ke, for exanple, on the first invoice |
received in January, under "descriptions" --

COW SSI ONER BRI SE:  Uh- huh.

THE W TNESS: One description is research and

pl anni ng for upcom ng events such as our

upcomng -- at that tine, they were upcomng --

our

custoner-service hearings. The next one was the

devel oped client recomendati ons.

COW SSI ONER BRI SE:  Ckay. So, what type of

research -- you may not be the right person for
this, but what type of research are -- would the
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conpany be performng --

THE WTNESS: Once again --

COW SSI ONER BRI SE:  -- for you?

THE WTNESS: Once again, | don't have any
I nteraction with them

COWM SSI ONER BRI SE:  Sure.

THE WTNESS: And so, these -- these questions
are probably better answered by --

COW SSI ONER BRI SE:  From M. Hoy --

THE WTNESS: -- John Hoy --

COW SSI ONER BRI SE:  Ckay.

THE WTNESS: -- who has had that interaction
and has engaged this -- this firm

COWM SSI ONER BRI SE: So, that 23,499 -- how
much -- so, does that displace the 30,0007

THE W TNESS:  Yes.

COW SSI ONER BRI SE:  Ckay.

THE W TNESS:. Basically, you can ignhore the
30, 000.

COW SSI ONER BRI SE:  Ckay.

THE WTNESS: And rely upon the updated rate-
case expense --

COW SSI ONER BRI SE:  Got cha.

THE WTNESS: -- which -- which if | can

sunmarize that, as of 4/18, it was, so far, 23,499,
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with an estimated, through the conpletion of this

rate case and final noticing,

$12, 375.

COW SSI ONER BRI SE:  Ckay.

agai n?

of an addi ti onal

Say that part

THE W TNESS: Wat we estimate to conplete,

through the remai nder of this rate case, as far as

engagi ng their services through final noticing and

t hi ngs such as that, would be $12, 375.

COW SSI ONER BRI SE:  Ckay.

I N essence,

what is -- what is potentially due to them --

THE WTNESS: Potentially.

COW SSI ONER BRI SE: - -

potentially --

THE WTNESS:. |[It's just an estinate.

COW SSI ONER BRI SE: - -
f orward

THE W TNESS: Yes, that

COW SSI ONER BRI SE:  Ckay.

clear for nme. Thank you.

CHAI RVAN BROMWN: Conmi ssi oner s,

guesti ons?
Al right. Redirect.
EXAM NATI ON

BY MR FRI EDVAN:

Is 12,375 novi ng

IS correct.

That -- that iIs

any ot her

Q M. Deason, would you get Exhibit 306.

Premier Reporting (850) 894-0828
114 W. 5th Avenue, Tallahassee, FL 32303

Reported by: Andrea Komaridis
premier-reporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1174

A M ne aren't nunbered up here. |'msorry.
Wat's the title of it?
Q U F Response to OPC s 5th Interrogatories

No. 169 and Response to PQOD 49.

A (Exam ni ng docunent.) GCkay. GCkay. |'ve got
it.

Q There's a | andscaping bill attached to it?

A Yes.

Q All right. Do you renenber questions that you
wer e asked about whether this was a nonrecurring
expense?

A Yes.

Q All right. And -- and your answer was that it
was not nonrecurring?

A It didn't appear to be --

Q Ckay.

A But really, Patrick Flynn, who was in charge
of engagi ng this conpany, would probably be better to
answer that. It deals with operational matters.

Q Al right. Let's assune for -- for the sake
of argunent that it's nonrecurring.

A Ckay.

Q Ckay? What is the Conmmi ssion's general policy
on handl i ng nonrecurring expenses?

A They generally take it and anortize it over a

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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period of tinme, three to five years.

Q Al right.

A What ever they feel appropriate.

Q So, applying that, if nmy math is right, then,
one -- one-fifth of this anmount should be in the test
year ?

A Yes. |If they anortize it, yes.

Q All right. Wuld you |look at 308. That's the
fourth PCD, 44.

A Wiich -- it was -- you said it was 304,

Q POD- 44.
A 44. Ckay.

Q It has an invoice fromPinellas Tree Service

A Yes. Yes, |I'mthere.

Q Al right. And do you recall that your answer
to OPC s question was that this was a nonrecurring
expense as wel | ?

A | mean, it could be. I'mnot really famliar
how often the tree-trinm ng takes place, but sonetines
tree-trimmng is considered a -- a nonrecurring expense.

| suppose it could happen every year --

114 W. 5th Avenue, Tallahassee, FL 32303

Q I --
A -- dependi ng on the | ocation.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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Q | know. But you testified to OPC that it was

nonrecurring. You agreed with her that it was --

A Yeah.
Q -- nonrecurring, correct?
A It potentially is, yes.

Q kay. And if

-- so, if it is nonrecurring,

how shoul d it be handl ed, froma rate-naking standpoint?

A It should be anorti zed.

Over what ?

Q
A VWhat ever the -
Q

- usually three to five years.

Al right. So -- so, at -- at worst, one-

fifth of this should be
At wor st.
-- is that cor
A Yes.

MR FRI EDVAN:

I ncluded in the test year --

rect?

Ckay. No further questions.

CHAI RMAN BROWN:  Thank you.

Exhibits. W

have Exhibit 206 attached to

M. Deason's testinony. Wuld you like that

inserted into the r

record, | nmean? M.

MR FRI EDVAN:

ecord -- entered into the
-- hello, M. Friednan?

Yes.

CHAI RMVAN BROWN:  Woul d you like M. Deason's

Exhi bit 206 entered into the record?

MR FRI EDVAN:

Yes.

Premier Reporting
114 W. 5th Avenue, Tallahassee, FL 32303

(850) 894-0828 Reported by: Andrea Komaridis
premier-reporting.com
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CHAI RVAN BROWN:  Yes.

Any objection? Seeing none, we'll go ahead
and enter it -- nove into the record 206.

(Exhibit No. 206 admtted into the record.)

CHAl RVAN BROMWN: OPC, you have a | ot of
exhibits. You've got 296 through --

M5. CHRI STENSEN: | have 318.

CHAl RVAN BROMN:  318.

M5. CHRISTENSEN: O 319 -- no, | think 19 --
I would ask to nove Exhibits 296 through 318 into
the record, please.

CHAl RVAN BROAN:  Any obj ection? Seeing none,
we'll go ahead and enter into the record those
exhi bits.

(Exhibit Nos. 296 through 318 admtted into

the record.)

CHAl RVAN BROMWN:. Staff, you have exhibits -- |
lied. Sumrertree, you have Exhibit 319.

MR, ARMSTRONG. Summertree and Ms. Ryan ask
that that be admtted into the record, please.

CHAI RVAN BROAN:  Any obj ection? Seeing none,
we wll go ahead and enter into the record 319.

(Exhibit No. 319 admtted into the record.)

CHAI RVAN BROMWN: 320 is already in the record,
so we don't need to nove that in.

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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Wul d you |i ke your witness to be excused?

MR. FRIEDVAN:. | would, please. Thank you.
CHAI RVAN BROWN: | think we wants to be
excused.

Have a great afternoon. Thank you.
THE WTNESS: Al right. Thank you.
CHAI RMAN BROWN:  Al'l right. Thank you.
Next up is M. Frank Sei dman.
EXAM NATI ON
BY MR FRI EDVAN:
Q Wul d you state your nanme, please.
A Frank Sei dman.
Q And M. Seidman, have you prepared prefiled
rebuttal testinmony in this case?
A Yes, | have.
Q You didn't have any exhibits, did you?
A No exhibits, no.
Q All right. So, if |I ask you the questions in

your prefiled testinony, would your responses be the

same?
Yes, they woul d.
Q You have no changes or corrections?
A No.
MR, FRI EDMAN: Thank you.
CHAI RMVAN BROWN:  We' I | go ahead and enter into
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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M .

Frank Seidman's prefiled rebuttal testinony

into the record as though read.

(Prefiled rebuttal testinony entered into the

record as though read.)

Premier Reporting

(850) 894-0828
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Please state your, name profession and address.

My name is Frank Seidman. | am President of Management and Regulatory Consultants,
Inc., consultants in the utility regulatory field. My address is 36 Yacht Club Dr., North
Palm Beach, FL 33408.

Have you previously presented testimony in this case?

Yes. | have previously presented direct testimony on behalf of the applicant, Utilities, Inc.
of Florida (UIF).

What is the purpose of your rebuttal testimony?

The purpose of my rebuttal testimony is to respond to certain portions of the direct
testimony of Office of Public Counsel witness Andrew T. Woodcock with regard to his
determination of excess Unaccounted for Water (UAW), Inflow and Infiltration (I&I) and
Used & Useful (U&U).

Are you sponsoring any additional exhibits?

No, | am not.

EXCESSIVE UNACCOUNTED FOR WATER.

Q.

Mr. Woodcock prepared an analysis of the Unaccounted for Water and found that ten
of the Utility’s systems have excess UAW. Do you agree with his results?

Yes and no. | compared his results to those | presented in the MFR’s and they are virtually
the same for all of the systems except for UIF Seminole — Ravenna Park et al. For that
system, | found there to be no excess UAW.

What caused the difference between your results?

During most of the test year, water was provided to Ravenna Park only. In December, 2015,
the Crystal Lake system was tied in with that of Ravenna Park and both systems are now
served by the Ravenna Park plant. In the MFR, | provided a restatement of Schedule F-1

where UAW is determined. That restatement showed the test year combining the gallons
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pumped, sold and other uses for Ravenna Park and Crystal Lake. As a result the UAW
dropped from 11.0% to 7.3% and the excess UAW dropped from 1.0% to zero.

Mr. Woodcock stated that he deducted any UAW over the 10% threshold from his
U&U calculations. Would you comment?

Yes. | would just point out that all of these water systems have previously been found to be
100% U&U. The excess U&U for each of these systems was taken into account, and it had

no impact on the results. They are all still 100% U&U.

EXCESSIVE INFLOW & INFILTRATION

Mr. Woodcock prepared an analysis of the Inflow and Infiltration and found that
three systems exhibited excess 1&1. Do you agree with his results?

I agree that all three had excess I&I. | will accept his results for the UIF Pasco-Wis Bar
system, but differ with those for the Sandalhaven and UIF Seminole-Lincoln Heights
systems. | believe his results are overstated for those systems. | would point out, however
that the Wis-Bar system was subjected to large amounts of rain fall during the test year and
this may have had an impact on the amount of inflow.

Please explain why your results differ with regard to the Sandalhaven calculation?

Mr. Woodcock testified that for all of his I&I analyses he assumed that 80% of billed
residential water and 90% of billed general service water would be returned to the
wastewater system. That is the standard assumption used by this Commission in evaluating
I&I. However, the Commission has recognized that all systems are not the same and in
several cases, has made exceptions when the utility has provided a reasonable explanation
for using different percent return flows. For Sandalhaven, based on their knowledge of the
system, UIF personnel have determined that a 90% return for residential use and a 96%
return for general service are more appropriate for this utility. Making these revisions, but

still following Mr. Woodcock’s methodology, results in a decrease in excess I&l from
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8.37% to 1.76%.

What is the basis for increasing the returned flows for Sandalhaven?

There is very little irrigation use by single family residences at Sandalhaven. In Docket No.
060285-SU, the Utility utilized 100% return of the billed wastewater, or capped, residential
use. It was assumed that all capped gallons flowed back to the wastewater plant. In the
instant case, total water gallons were used, rather than capped wastewater gallons, as a
better indicator. In recognition of that, and of the minimal amount of irrigation used by
Sandalhaven residential customers, a 90% return factor was used. Many of the multi-family
units, which are accounted for as general service customers, have common irrigation
systems and those flows do not come to Sandalhaven for treatment. Therefore a 96% return
for general service is reasonable. In Docket No. 060285-SU, the staff did a calculation of
I&I which was virtually identical to that presented by the Utility. That calculation is
summarized at Attachment A of PSC Order No. 07-0865-PAA-SU and the total 1&I and
allowable 1&1 at lines 4.a) and c) agree with the Utility’s exhibit in that order. In other
words, the Commission accepted the Utility’s conclusion of higher return percentages for
Sandalhaven were reasonable. | have not seen any information to lead me to vary from that
precedence.

Please explain why your results differ with regard to the UIF-Seminole Lincoln
Heights calculation?

In the case of Lincoln Heights, Mr. Woodcock also used the standard 80% and 90% return
factors for residential and general service, respectively, even though there is support for
higher amounts. As with Sandalhaven, the local characteristics of water use suggests that
higher return level is warranted. The lots are smaller and some have their own irrigation
systems. In Docket No. 060243-WS, the Utility proposed return levels of 84% and 100%

for residential and general service use. The Commission agreed with the Utility’s
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observations and allowed 84% return for residential but reduced the general service return
to 96% in Order No. PSC-07-0505.SC-WS. Those are the factors | utilized in this case for

this system.

Is there any other reason for the difference in results for UIF-Seminole Lincoln
Heights between your calculations and Mr. Woodcock’s?

Yes. | believe Mr. Woodcock used the incorrect footage for gravity mains in his calculation.
| deduced that from his summary of 1&I calculations in his Exhibit ATW-3. The 1,248,051
gallons he allowed for infiltration equates to only 4,513.5 feet of 8” main. The correct
footage is 6,018 feet. If the differences in return flows and the difference in gravity main
footage are taken into account, the excess I&| would be 32.62% instead of the 37.41% he

calculated.

PREPAID CONNECTIONS

Q.

Mr. Woodcock takes exception to use of prepaid connections in determining U&U. Do
you agree with him?

No, | do not. It appears that Mr. Woodcock believes that since there is no timing factor
involved, they may never be served or be served within the five year allowed growth period
they are speculative and should therefore not be recognized.

In your opinion are prepaid connections speculative?

No. In fact they are the antithesis of speculation. If the Utility had simply taken the word of
developers that their projects would be constructed and completed within a certain time
frame and then planned and constructed treatment facilities or committed to purchased
capacity on that basis, then that would be speculation. Rather than speculate, the Utility
requires developers commit, by written agreement, to pay for the capacity in advance which

they will require. That protects the Utility and the ratepayers by providing funding to
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prudently build additional capacity without risk. In turn, the Utility commits to have that
capacity available and that commitment is recognized by including the contracted capacity
in the calculation of U&U.

Has the Commission taken a position with regard to the recognition of prepaid

connections?

A. Yes, it has. Mr. Woodcock acknowledged this in his testimony. Order No.

PSC-160013-PAA-SU, recognized that prepaid connections place an obligation on the
Utility and should be included in the U&U calculation. Even though the PAA Order was
protested, it does not change the fact that the Commission has expressed its opinion.
Prepaid connections specifically impact the evaluation of the Sandalhaven and Lake Utility

Services systems, which | will address later in my rebuttal testimony.

BUILT-OUT SERVICE AREAS

Q.

The Utility determined that several wastewater systems should be considered 100%
U&U because they were built out, even though the calculated U&U percentages for
those treatment plants were less than 100%. Mr. Woodcock takes exception to what he
characterizes as a “blanket qualification.” He then turns to the Commission’s water
U&U rule to evaluate these systems. Do you agree with him?

First, I did not use a blanket qualification. Each system was considered on its own merits.
Second, | did not rely on the Commission’s water rule, which is not applicable. I relied on
the Commission’s wastewater Rule 25-30.432, F.A.C., which includes among the factors

the Commission will consider, “the extent to which the area served by the plant is built

out.” Unlike the water rule, the wastewater rule does not list the potential for expansion of
the service territory as a factor to be considered. The Utility recommended that the Mid-
County, Lake Placid, Labrador, Eagle Ridge and Crownwood systems should be considered

100% U&U because they are built out. Mr. Woodcock agreed that Eagle Ridge is built out,
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but not the others. After further consideration, | no longer consider Lake Placid as 100%
U&U, for reasons | will discuss.

Would you please explain your basis for requesting a 100% build-out designation for
these four systems?

Yes. | will address them individually.

Mid-County - The Mid-County system serves mixed residential single family homes,
mobile homes, apartments and commercial areas along the US 19 corridor in the Dunedin
area of Pinellas County. Its customers get their water from Pinellas County. It is a closed in
service area with little, if any, room for growth within the service area. At one time, it
served a substantial number of mobile home communities. About ten years ago, two mobile
home parks were redeveloped and replaced with less dense housing and commercial
developments. As this redevelopment occurred, the developer removed and replaced the
poorly maintained manholes and mains that existed in the two mobile home parks. As a
result, the Utility saw a reduction in I&I that freed up capacity to serve future growth and
saw variance from the historical treated gallons as the usage characteristics of customers
changed. The U&U calculated by the Utility during this period was as high as 97% in 2002
and as low as 74% in 2005. Since 2003, the Commission has never set the allowed U&U
below 92%. In this case, the Utility calculated a U&U of 91.75%. The fluctuations are not
necessarily indicative of changes in the number of ERCs alone but also changes in usage
patterns. There will continue to be some growth in ERCs as more mobile home parks are
redeveloped and there are some parcels available for new construction. But in spite of there
being new customers, the lower density and continuing improvement in 1&l as mobile
homes are redeveloped has meant that these customers can continue to be served from the
same wastewater plant. That is, what appears as new growth in customers has not resulted

in increases in flow. Mid-County has been able to serve new customers by utilizing its
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existing plant capacity, and even though the plant’s U&U remains in the 90+ percent range,
there are no plans to increase treatment capacity. It would not have any significant impact
to increase U&U to 100% but it would serve to recognize that the Utility has, through
prudent management, postponed any additional investment in capacity and allow it to earn
on its total investment.

Labrador — the Labrador system serves a mobile home community and an RV resort. The
only developable land within the service area is an 11.6 acre parcel. There is no activity to
develop this area nor is there any expectation that there ever will be because the residents
use it as a storage area for their RV’s and boat trailers and have done so for many years.
The issue of this parcel was addressed by the Commission in Order No. PSC-04-1281-PPA-
WS, where the Commission concluded that this parcel was vacant and zoned as a future
commercial site and rejected the Utility’s position that the service area was built-out. Here
we are thirteen years later, and there has been no effort to convert this storage site to other
uses. There is no reasonable expectation that this parcel will be developed. The Labrador
system should be designated as 100% U&U.

Crownwood - The Crownwood development is a group of quadraplexes. The plant was
designed to serve just those quadraplexes, but the development’s activity slowed and it was
only partially developed. A portion of the Golden Hills area was served by a privately
owned treatment facility. When it fell into disrepair, the owner, BFF, Inc., asked to be
served by Crownwood. That made good use of a portion of the original plant capacity. As
Mr. Woodcock pointed out, the service area is built out. That is all that is required to be
considered under Commission Rule 30-432, F.A.C. Nevertheless, | would point out that the
surrounding developed areas consist of large lots which are able to use, and do use, septic
tanks. Any future development, and there is no indication that any would occur in our

lifetimes, would be expected to be similarly large lots and they most likely will continue to
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defer to septic tanks. Under the circumstance, Crownwood should be considered 100%
U&U.

Lake Placid - The Lake Placid system was built by a developer to serve the Sun ‘N Lakes
Estates, a subdivision in Highlands County with approximately 150 homes and
condominiums, a motel and golf and country club. The existing treatment plant was
designed to serve the motel, country club and additional phased in sections of homes. This
did not, and will not, occur because the remaining area for development was later
designated as a scrub jay habitat which cannot be developed. However, the Lake Placid
system also provides service within its service area to DeeAnne Estates and Village Del
Mar and there is currently a Family Dollar Store under construction. Therefore, the utility is
experiencing some growth and should not be considered 100% U&U. However, because of
the after-the-fact environmental restrictions that severely limit the Utility’s opportunity to
grow in ERCs within its current service area, it is extremely unlikely that it will ever reach

the level of grow anticipated when the plant was first built in 1969.

LAKE UTILITY SERVICES, INC. (LUSI)

Q.

Would you please address the differences between Mr. Woodcock’s determination of
U&U for the LUSI wastewater plant and yours?

Yes. The approaches would be identical except that Mr. Woodcock has excluded the
demand associated with 187 prepaid connections. As | have discussed previously, the
Utility has the obligation to be prepared to serve prepaid connections. In the case of LUSI,
the Utility is committed to providing an AADF of 280 gpd/ERC for each of the 187
connections. This is not an inflation of growth as Mr. Woodcock characterizes it. It is not
included in the growth allowance and it is not speculative; it is a commitment recognized by
the Commission and results in plant being 59% U&U rather than the 53% U&U determined

by Mr. Woodcock.
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SANDALHAVEN

Q.

Would you please address the differences between Mr. Woodcock’s determination of
U&U for the Sandalhaven capacity purchased from the Englewood Water District
(EWD) and yours?

Yes. Our basic methodologies are the same in that determination of U&U for the EWD
purchases are treated the same as the determination of U&U for a treatment plant. They are
based on the formula in Commission Rule 30.432. F.A.C. which measures test year flows
plus growth less excess 1&I against the treatment capacity. Our differences are not in the
methodology, but in the application of that methodology. Just as with LUSI, Mr. Woodcock
excludes the obligation to be prepared to serve prepaid connections. In addition he includes
zero growth allowance. But he did adjust for excess 1&I at what | consider an excessive
amount because he understated return flows as previously discussed. The result is a U&U
that is entirely unrealistic.

What is wrong with Mr. Woodcock’s application of the formula methodology?

He has utilized the formula in the rule as a simple mathematical exercise rather than as a
means to determine used and useful. The formula is not an end in itself, and the results of its
use need to be tested for reasonableness. This Utility acted to acquire capacity after an
evaluation of existing demand, estimated future growth and firm commitments to the Utility
for the need for capacity. The only element recognized by Mr. Woodcock is existing
demand. He made no attempt to determine reasonable growth expectations and he excluded
any obligation to meet the demand of those that had made a prepaid commitment. And on
this basis he has made a simple mathematical computation that the purchased capacity is
only 42.24% U&U.

Why do you say that he made no attempt to determine reasonable growth

expectations?
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The information on growth is provided at Schedule F-10 of the Sandalhaven MFR and at
face value shows a declining rate of growth in water gallons sold to the Sandalhaven
customers. But this raw data was supplemented with ERC data going back to 2007 that
showed a substantial average annual growth of 13% compared to the current five year
annual average decline of 7.74%. In addition, the schedule gave an explanation of what
likely caused the decline in total gallons while the gallons used by single family homes
remained steady. Based on this information, it would have been reasonable to conclude that
the projected growth is not simply zero.

Would you address the issue of prepaid connections as they affect Sandalhaven?
Sandalhaven made arrangements to purchase 300,000 gpd of capacity from EWD. It did so
because its own wastewater treatment plant could no longer be used in an environmentally
acceptable manner. So why would a utility make such an investment based on its existing
demand and a projected rate of growth that is subject to speculation? The answer is simple.
It wouldn’t. It would not have been prudent for Sandalhaven to make such an investment
based on low demand and speculative growth information. But it was prudent to do so
based on commitments from developers backed up by non-refundable prepayments of
CIAC. This is a good example of prudent management, because it knows that regardless of
when developments are completed and come on line, the Utility is covered. That is why the
demand associated with the prepaid purchase of capacity must be recognized in determining
U&U; to account for the demand that the Utility is obligated to serve. To ignore these
connections in the U&U process would make contracting with developers an exercise in
futility. The Utility would receive the money, incur the obligation and be penalized for it in
the ratemaking process.

After reviewing Mr. Woodcock’s exhibits, did you find reason to amend your

determination of U&U for Sandalhaven?
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Yes. His Exhibit ATW-14, contains updated information, provided by the utility, showing
that the amount of prepaid capacity not used is 160,930 gpd compared to 163,780 gpd
shown on my MFR Schedule F-6. Also, as a result of reviewing his Exhibit ATW-3, &l
calculations, 1 discovered | had calculated the allowed inflow by estimating it as 10% of
wastewater treated rather than of returned flows. The result is that rather than finding zero
excess |&I, the correct amount is the 1.76% that | referred to previously.

How does that impact your determination of U&U for the EWD purchases?

I had originally found the U&U to be 101%. With the corrections, | find it should be only
99% U&U.

Would you please turn to Mr. Woodcock’s determination of U&U for the primary
force main? He has evaluated U&U on the same basis as he did the purchased EWD
capacity, using Commission Rule 30.432. Do you agree?

No. First, Rule 30.432, F.A.C. does not apply to the U&U of mains. The Commission does
not have a rule that applies to the U&U of mains. Second, the force main in question is not
just any main, it is the manifolded main through which all Sandalhaven flows are
transmitted to EWD for treatment and disposal. Third, it serves not only as a collector of
flows within the service area, but a transmitter of flows to a location far outside of its
service area.

Is there any precedent for the Commission finding a manifold main to be 100% U&U?
Yes. In Docket No. 951056-WS, Order No. PSC-96-1338-FOF-WS, 11/7/1996, the
Commission specifically recognized manifold mains as “those mains that carry the
combined flow from all lift stations”. The Commission found these mains to be 100%
U&U.

Why is the fact that the force main transmits flows outside the service area important?

Because, of the approximate 3.14 miles of force main that connects the Sandalhaven system
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to the EWD system, nearly 45% is situated outside of the service area, not collecting flows
but only transmitting them. Regardless of how the Commission decides to calculate U&U,
that portion of the main located outside of the service area is 100% U&U.

Mr. Woodcock calculated U&U for the master lift station structure and receiving well
based on Commission Rule 25-30.432, F.A.C. Do you agree?

No. Realize that this “structure” is a concrete pit, which receives flows from collection
mains and houses the lift station pumps. As with the force main, this is a one-time
expenditure for a well of sufficient size to house three pumps. Two are currently in use. No
reasonable utility is going to build a smaller well initially to house two pumps, and then
enlarging it for the third pump. It should be considered 100% U&U.

Finally, Mr. Woodcock calculated U&U for the pumping plant based on Commission
Rule 25-30.432, F.A.C. Do you agree?

No. | do not believe that the rule should be applied. I continue to argue that this pumping
plant is specifically designed to serve current demand, near term growth and the demand of
prepaid connections and should be considered 100% U&U. Although | do not agree that
Mr. Woodcock’s methodology should be adopted, it should be pointed out that whereas he
argues against using peak flows, there is precedent for the Commission to determine U&U
for pumping station based on peak flows. The Commission did use a 3.0 peaking factor in
determining the U&U of pumping plant in previously referenced Docket No. 951056-WS.
On that basis alone, with no growth and no prepaid connections, the pumping plant would
be 87% U&U rather than the 27% he calculated.

Has Mr. Woodcock taken issue with the prudency of Sandalhaven’s decision to
purchase capacity from EWD or construct the force main and lift station?

No. In his testimony, he states that the decision to purchase capacity and construct the

facilities was prudent at the time the decision was made.
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Has the Commission previously addressed the U&U of the purchases and construction
of these facilities?

Yes. In Docket No. 150102-SU, Order No. PSC-16-0013-PAA-SU, 1/6/2016, the
Commission found that the purchases from EWD were 91.4% U&U, and the force main and
lift station were both 93% U&U. Even though that PAA Order was challenged, and the
issue of U&U was deferred to this docket, weight must be given to the Commission’s
consideration unless new evidence is presented in this case to bring that decision into
question. No new evidence has been presented to support such a revision

Mr. Woodcock indicated that in a prior case before the Charlotte County
Commission, the County agreed with his position. Was this Commission aware of that
proceeding when it issued Order No. PSC-16-0013-PAA-SU?

Yes, it was. And it apparently was not swayed by that decision. In fact, the Commission
ignored all aspects of that proceeding.

In Order No. PSC-16-0013-PAA-SU, did the Commission address the engineering
aspects of the design of the force main?

Yes. It agreed that physical properties of the force main necessitated its sizing to meet
expected peak flows to avoid line rupture, pump failure and equipment damage and/or loss
of service.

In the settlement of that case the parties agreed that the issue of U&U would have no
precedential value and could be raised in any future case. That issue has been raised
in this case. In your opinion, has OPC presented any new evidence that would result in
a change to the Commission’s conclusion in that last case?

No. Nothing has been presented that should persuade the Commission to determine U&U
percentages to be less than the 91.4 and 93% for the EWD purchased capacity and force

main/lift station, respectively.
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Do you have any other remarks?

Yes. The determination of U&U is an aid in determining that portion of the utility’s
investment that is serving the public and on which it should be provided the opportunity to
earn a reasonable return. It should not be used to penalize a utility for making sound
decisions under difficult circumstances. It should provide an incentive to act prudently. The
determinations of U&U by the Office of Public Counsel do not produce realistic results.
Never was this more evident than in its handling of the Sandalhaven system. One only has
to look at the impact of the results on Sandalhaven’s rate base. 1 compared all of the
wastewater system filings in this case to identify the $ per ERC in rate base as proposed by
Utilities, Inc. of Florida in comparison to the adjusted $ per ERC in rate base proposed by

OPC. These are the results:

Rate Base Rate Base UIF OPC Percent
per UIF per OPC ERCs S/ERC S/ERC  Change

Exclusive of
Sandalhaven $54,354,911 $43,877,182 34,882 S 1,576 S 1,272 -19.29%
Sandalhaven $ 3,944,850 $§ 293,548 1,229 $ 3,210 S 239 -92.55%

Looking at the results, the most noticeable statistic is not that OPC adjusted rate base from
nearly $4 million to $293,000, or that OPC finds it reasonable to reduce rate base by more
than 92%, but that OPC finds it reasonable that this utility, or any utility, could actually
provide wastewater service with an investment of only $239 per ERC. That should send up
a red flag that OPC’s approach does not produce reasonable results.

Does that conclude your direct testimony?

Yes, it does.

~-END---
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CHAI RMVAN BROWN: M. Sei dman.

MR. FRIEDMAN. Do you have a sunmary -- a
short summary of your testinony?

THE W TNESS. Yes. Appreciate it.

Good afternoon, Comm ssioners. |I'mglad to
finally be here because | know, after | |eave, |
can go hone.

CHAI RMAN BROWN:  That's right.

(Laughter.)

THE W TNESS: The purpose of ny rebutta
testinony is to respond to certain statenents and
conclusions of Ofice of Public Counsel Wtness
Whodcock regarding his determ nation of excess
econo- -- unaccounted-for water; excess inflow and
infiltration; his treatnent of prepaid connections
i n determ ni ng used-and-useful; his approach to
built-out service areas; and his determ nation of
used- and-useful, as specifically determ ned for
Lake Utility Servicing, Inc., which is known as
LUSI, and Sandal haven.

Wth regard to unaccounted-for water, | amin
agreenent wwth M. Wodcock for all of the systens
except for the Ravenna Park systemin Sem nol e
County.

To ne, it appears that M. Wodcock's

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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determ nati on of an 11-percent unaccounted-for
wat er did not take into account that the Crysta
Lake systemwas tied into that Ravenna Park system
during the test year. And when the conbined fl ows
and sales are taken into account, the unaccounted-
for water drops to 7.3 percent, and there's no
excess at that point.

Wth regard to excess inflow and infiltration.
M. Wodcock and | are in agreenent that there is
excess in three of the systens: the Pasco County
Ws Bar system the Sandal haven system and the
Sem nol e County Lincoln Heights system | agree
wWith his results for the Ws Bar system but it's
my opinion he overstated the excess for the others.

In the cases of Sandal haven and Lincoln
Hei ghts, the utility has prevented -- presented
i nformati on substantiating that the return fl ows
for these systens is higher than the default
averages utilized by M. Wodcock. This is a
factor proposed and accepted in prior dockets,
especially with regard to this utility system

In addition, | believe M. Wodcock used the
i ncorrect footage of gravity mains for the Lincoln
Hei ghts system And that affects the -- the

val uation of the allowance for infiltration.

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303

premier-reporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1196

When this is taken into account, the
Sandal haven excess drops from 8. 37 percent to
1.76 percent; and for the Lincoln Heights excess,
it drops from37.41 to 32.62 percent.

Wth regard to prepai d connections,

M. Wodcock and | have a major phil- --
phi | osophical difference as to howto treat these
i n determ ni ng used- and- useful .

He states that prepared connections are
specul ati ve and shoul d be recogni zed as part of the
known demand -- excuse nme -- and should not be
recogni zed as part of the known demand on the
system | believe they represent a contractual
comm tnment wherein the utility is obligated to be
ready to serve and, therefore, they nust be
consi dered as known derand.

This brings to your attention that the
Comm ssion, in PAA Order PSC-160013 wth regard to
Sandal haven that was issued in January of | ast
year, al so recogni zed the prepaid connections,
pl aced an obligation on the utility, and should be
i ncl uded in the used-and-useful cal cul ation.

Wth regard to built-out service areas, the
utility determ ned that several wastewater systens

shoul d be consi dered 100- percent used and usef ul

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303
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because they were built out, even though the
cal cul ated percentages for those treatnent plants
were | ess than a hundred percent.

The utility did this, taking into
consideration a | anguage in the Conm ssion's
wast ewat er used-and-useful rule. M. Wodcock
di sagrees with the utility's approach. And he nade
his own determ nation using the Conm ssion's water
used-and-useful rule and applying it to wastewater
syst ens.

In ny opinion, that approach is inproper. The
standard for consideration of system build-out for
wast ewat er systens is different fromthat for water
systens, and the wastewater rules should prevail.

The systens evaluated with M d-County out --
Eagl e Ridge, Labrador, Crownwood, and Lake
Placid -- in ny opinion, Md-County, Eagle R dge,
Labrador, and Crownwood were all built out within
the framework of the rule.

However, with regard to Lake Pl acid system
after reviewing M. Wodcock's testinony, | now
agree that it is not built out. So, | have been
open to suggestions from-- from Public Counsel
when | feel that it's fair.

However, | nust indicate that, due to

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303

premier-reporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1198

substantial environnental restrictions that have
been put on the service area, since that plant was
built -- | do not believe it could be built out to
the extent that it usually was planned for.

CHAI RVAN BROWN:  You may want to wap up.
Fl ashing lights.

THE WTNESS: OCh, the light?

CHAI RVAN BROWN:  Yes.

THE W TNESS: Ckay. Well, I'm--

CHAl RVAN BROMN:  You' re done. Thank you.

(Laughter.)

THE W TNESS: Ckay.

CHAI RVAN BROWN:  Al'l right.

THE WTNESS: | didn't know | was limted. |
t hought that was for the attorneys.

CHAIl RVAN BROMN:  No, everyone is |imted.

Al right. M. Sayler?

MR, SAYLER. Madam Chair, | gave sone exhibits
to staff for passing out.

CHAl RVAN BROMWN: Ckay. Staff, could you
pl ease hel p Public Counsel.

(Staff distributing docunent.)

CHAl RVAN BROAWN: M. Sayler, we wll be
starting at Exhibit No. 321.

MR, SAYLER: Al right. 321.

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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CHAl RVAN BROAN:  So, we're going to go ahead
and | abel the first one, if you're okay with that.

MR, SAYLER. We can go ahead and | abel all
three. They should be in order.

CHAI RMVAN BROWN:  Ckay. So, 321 will be UF s
response to staff's 13th set of rogs, 290 through
291.

MR. SAYLER: The second one is an excerpt from
an order. It's your pleasure if you want to
identify it or just refer to it wthout identifying
it.

CHAI RMVAN BROWN: We're going to identify it.
We don't have to nove it in. W're going to go
ahead and | abel the order -- the 1996 order as 322
and give it the 1996 order title.

And then, 323 wll be UF s response to
staff's 15th set of rogs, 300 through 302.

(Exhibit Nos. 321 through 323 marked for

I dentification.)

MR, SAYLER: Thank you, Madam Chair.
CHAI RMVAN BROWN:  You' re wel cone.
M. Seidman, you have all of those?
THE W TNESS:  Yes.
CHAI RMVAN BROWN:  Ckay. You have the fl oor,
M. Sayler.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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MR. SAYLER: Thank you.
EXAM NATI ON

BY MR SAYLER

Q M. Seidman, | was listening to the summary of

your testinony. Do you have a copy of your testinony
with you? Hard copy?

A Excuse ne?

Q Do you have a copy of your testinony?

A Yes, | do.

Q I n your sunmary, you use sonething called --
prepai d ERCs shoul d be consi dered sonething call ed
"known denmand." Wuld you show nme in your testinony
where you equate the concept of prepaid ERCs as being

known denmand?

A Prepai d connecti ons.
Q Yes. \Were -- where is prepaid connections
consi dered known demand in your dir- -- in your

testinony, sir?

A In --

Q Pl ease show - -

A In ny -- where is it in ny testinony?

Q Yes, sir, page and |ine nunber, if you have

114 W. 5th Avenue, Tallahassee, FL 32303

A (Exam ni ng docunent.) Page 5 starting at
Li ne 13.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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Q

connections. "

> O >

Q

6, where you' re discussing prepaid connections, do you

equate it with known denand?

A

in the --

Q

provide rebuttal testinony to M. Wodcock's testinony.
When doi ng the used-and-useful cal cul ation, you woul d
agree, in order to calculate that, you do not actually,

physically need to visit those facilities, correct?

A

Q

any of the facilities that you nmade a used-and- usef ul

calculation for?

A

have visited all of those sites at one tinme or another

because |I've been doing used-and-useful for Uilities,

I nc. for

many years.

Ckay. Page 5, Line 13 says "prepaid

Now, where do you say "known demand"?

(Exam ni ng docunent.) Was there a question?

Yes. \Were --
Ch, I'msorry. | didn't --
Where -- where in your testinony on Page 5 and

(Exam ni ng docunent.) | don't use those words
I n the actual testinony.
Al right. Thank you.

And as you explained in your summary, you

To do the cal culation? No.

Al right. And for this case, did you visit

| did not visit, in this particular case. |

Premier Reporting
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Q | was going to say a couple of years, but --

A Ch, no. No. This case al one has taken one,

(Laughter.)

Q Al right. Getting back to ny earlier
question, you said your testinony does not equate the
concept of prepaid ERCs as known demand, correct? That
Is a concept you crafted --

A | -- 1 did not use those words.

Q Ckay. Wuld you please turn to the first
exhibit, which is response to OPC 13. And there is a
little typo on the cover page. It said Interrogatory
290 to 291. It should be 290 to 292.

Are you there, sir?

A "' mthere, yes.

Q All right. Wuld you please | ook at both 290,
-91 and -92? Al right. And after you're famliarized
wthit -- if "famliarized" is a word -- please let ne
know.

A (Exam ni ng docunent.) You just want ne to
| ook at 290 first or all of thenf

Q Vll, we'll just start with 290. Wuld you
pl ease read the question, 290A, and then your response?

A "Pl ease explain how these prepaid custoners

are contributing to the paynent of rates related to

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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used- and-useful plant."

Response is, "Including prepaid connections
with the U&U cal cul ation provides the utility an
opportunity to recover a portion of its investnent in
facilities that have been reserved for use by the
devel oper.

Q And you woul d agree that prepaid connections
are essentially future custoners, correct?

A Are what ?

Q Are future customers?

A Yes. At the tinme they're paid, yes.

Q Ckay. And until the tine they connect, they
are still potential future custoners, correct?

A Yes.

Q And are those custoners currently contributing
any -- to any of the revenues for the water -- or excuse
me -- to the wastewater rates?

A No.

Q So, they've reserved denmand, but they are not
actual ly using any of that demand, correct?

A That's correct. Until they connect, they're
not using it. But by naking the paynent, they have
pl aced an obligation on the 