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Marguerite McLean 

From: ROBERTS. BRENDA [ROBERTS.BRENDA@leg.state.fl.us] 

Sent: Monday, September 27,2010 11 :06 AM 

To: Filings@psc.state.fl.us 

Cc: Erik Sayler; Gene Brown; Lisa C. Scoles; Ralph Jaeger 

Subject: e-filing (Dkt. No.1 001 04-WU) 

Attachments: 100104.0PC's motion to strike. pdf 

Electronic Filing 

a. Person responsible for this electronic filing: 

Joseph A. McGlothlin, Associate Public Counsel 

Office of Public Counsel 

c/o The Florida Legislature 

111 West Madison Street, Room 812 

Tallahassee, FL 32399-1400 

(850) 488-9330 

mcglothlin. j oseph@leg.state.fl.us 

b. Docket No. 100104-WS 

In re: Application for increase in water rates in Franklin County by Water Management Services, 

Inc. 

c. Document being filed on behalf of Office of Public Counsel. 

d. There are a total of 34 pages. 

e. The document attached for electronic filing is OPC's Motion to Strike Portions of WMSI's 

Rebuttal Testimony 

Thank you for your attention and cooperation to this request. 

Brenda S. Roberts 

Office of Public Counsel 

Telephone: (850) 488-9330 

Fax: (850) 488 -44 91 
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BEFORE THE FLORIDA PUBLEC SERVICE COMMISSION 

In= Appliionforiaarsseinwater ) Docket No. lOOlOeWU 
nttnr inFlanldinComty by Water 1 

Inc. Filod: Sep6anba27,ZOlO 

OW'S MOTION TO STRUCE PORTIONS OF WMSI'S ReBUTFAL TESTIMO~ 

The Cidz;eas ofthe State of Florida, by and through the Office of Public Counsel, move to 

strike thc foUowingportianS of %butt&' testimoay of Water Management Services, Inc. 

("WMSl")wi~OeneBmwnaodFranLSeidman: 

MI. 3rowp-pagc33, lines 18bughpage34, lim 5;- 34, lines 16through22. 

Mr. Seidmeppsge5, V i 9  tboughpage6,lii 12; pnge 8, Unc 1 throughpage9,line 5. 

ThecOmmissionxhoddstlike thnsc pcntim of prtfiledtehnony because they ace not in& 

nen~e ofiuhttnl to the tsstinsony of OPC's witatses. Instoad. they attempt to injcdat this late 

of the proceading ~II impermissible modification of WMSrs case in chid. WMSh effort 

to intmdwa a new and dif'rcrent qgmachtc~ its ease io cbidat this juncture constitutes an nbuse 

afpnnxdum and, if permitted, would violate OW% right to due process. In support, OPC &&tea: 

1. I n i t a ~ ~ f o r ~ ~ i n w a t e r n v e n u e s , W I  requestedanincrarsGmratfil 

drsigDcd to pay for approximately $2.2 million of capital improvanents. A3 ParapcHPhs 6 

and 16oftheapplicatioa,WMSIstated: 

6. T h e A p p l i c a n t i s M  * rates that d d  allow it to recover all 
arpensestbat W I  will incur on agoing-forward basin, and generate a 
fair rate of return on its investment. .... 
16. The Applicantharexpe.rieu~& irrcaessbd Operations awl 

Mahtmmce expormes due to the aging infirastrucaw: ofthe system. 
much of which WBJ originally conshucted over 30 years ago. In order to 



make the nuxuary CapitaI imprrrvanents to WUpI's aging 
h&dm&um thaApplicant is raquesting a rate increade to pay forthe 
impwcments, totding au cshatd $2202,481. A s ~ l l p ~ l y  of the 

improvementSandtheircoats~shshownatpage3 

2. WMSI included the $2.2 million of capital i m p m e n t s  in its requested rate base, in the 

formofprofinmaadjustments . See Schedule A-3, pages 1 and 2 (Attachment A). 

3. WMSI witnsssas Gene B m  and Frank Seidmaa adrh.essed WMSI's request for an 

innaape to include the cost of the $2.2 million of capitat improvements in their direct 

tsstimOny. Sec testimony of Mr. Brown at page 5, line lO-page 8, lioe 23 (Attechment 

B); testimony of Frank Seidman, page 5, linea 13-19 (Attachment C). 

4. In his prefiled testimony, o x  witness Andnw woodcock, P.E., flssuts that the 

Commission should dcny the $2.2 million of pro forma adjustments sought by WI, on 

the groundstbat the only wpport consists of "planning level" mgbming estimates, 

which arc insufEcicnt to docrrmmt the cost of the proposed capital additions for 

rstaneksng pmposes. See Attachment D. Based on Mr. Woodcock's testimolly, OW 

accounting witness Ms. Donna Rarnas removed the $2.2 million of pro forma djustnmts 

fimaratebese. (AttachmcntE) 

5. The only legithate rebuttal to Mr. Woodcock's position would be an assertion disputing 

his chammbh 'on of the "plenuing level" atimam aSinadcquatetOSupport~additian 

to rate best. On Soptcmber 17,2010, WMSI submitted its rebuttal testimony. IR the 

tastintOny addressing Mr. Woodcock's tedmony, WMSI wirness h e  Brown was sill- 
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on the subject of the dcqmwy or inadequacy of WMSI's support of the pro forma 

adjmtments. However, when addnsphg Ms. Ramas, Mr. Brown ktmduced for the 

first time in testimony the ooncept ofa sesiesof pmmdings beginning with am 

aclmowle@ma~I of the need for improvements and proceeding ultimately to an after- 

the-fkct,tme-uppioaeediag. (AttacbeatF) 

6. Similarly, in his September 17 prefiled testimony, WMSI witness Frank Seidnm does 

not attempt to refute Mr. Woodcock's testimony that the costs of the proposed 

improvements arc not sufficiently documented. Instead, he, like Mr. Brown, talks in 

tams of an order acknowledging the necessity of the improvements and pledgins to 

provide fa an increme to pay for them aftm they have been completed (He even sap, 

"Later, m my rebuttal to M. Ramas, Iwill demonstrate how this aay be 

accompli$hed"--m OUMgM acknowledgement that he is intmdwiiag a pmpoeel for the 

fvst time. 1 (Attachment 0) 

7. It is axiomatic that the faaction of rebuttal testimony is to p v i d e  the party inhtiug a 

proceeding with an opporhmityto refute sulmeqmttestimmy of an a d v d a l  party; 

absent such an opportunity, the rebutting party would suffer a procedural clhdmmge, 

because the advemary hashadthe benefit ofthe first party's evidence when fashioning its 

own. However, it is equally axiomatic tbat to permit the rebutting party to misuse this 

opgom&y to nbut by irRroducing new subjects Mor altaiog that petty's tfieory ofthe 

case would be to place the adversmy at a disadvantage. "It is well settled that the purpose 



1 

pmty,’ andifthadofakhtopmstho doortothe line oftdmony, hecannot ~~ocessfully 

O b j C C t t O t h e ~  ’ ‘acccptingthechaUcngeandattemphgtorebutthepmua@o ’ n  

d* UnitedStet#lv.Delk,586F.2d513,516(56hCir. 1978),qwtingLu#nllv. 

United States, 320 F.2d 462,464 (5* Cir. 1963). In DriscoU v. Moms, 114 S o 3  314,315 

(36 DCA 1959), the court hem 

oarnally e rrbuttsl testimony which is offerad by the plaintiff is 
dirtcacd to newmsffer  brought out by evidence of the deftndrmt and does not 
oonsist of testimony which should have properly been submi#od by the plaintiff m 
his ense-h-chief. It is not the pvrpose of rebuttal testimony to add addit id facts 
t o t h o s e ~ ~ b y t h a p l a i n t i f f i n ~ ~ ~ ~ e f u n l e s s s u c h a d d f t i o n a l f a c t s  
am quired by the new matter developed by the defsndant. If tbe pro- 
evidence appean, to be cumulative rathex than rebuttal, it is within the sound 
dimetion of the aial judge to allow its Bdmission and the exercise of this 
disuetonwin norbedishnbedoneppeal d e s s  it appears to so prejudice the 
resutt as to iadicate an abuse of discretion. 

8, Cit iq this laqpge, in (kder No. PSC-OMK)87-PCO-WS, issuedin Docket No. 960545 

on January 10,2000, the commussl * ‘ongraatuiamotiontostrilrerehttai testimony of Aloba 

utili* inc. Thsre, the umtyhad iutrodw in the “rebutEal”pbSse, evidence cD11cBtning 

regulstoryexpense that was not mentionedm its case-m-chief and that rebutted d h h g  in 

the Intememrs’ case. The Ctnnmw . ‘on found that the testimony and exhibits “do wf mhut 

any &ea’ testimony, are not cumulative to any other testimony, and an, therefore, not 

pmpw rebuttal testimony and exhibits.” 

I 
I 

I 9. This should be the redt  hue, as well. Tbe testimony that is the subject of OPC‘s motion is 

aat *‘eumdative” to wsrs direct c ~ s t i i n  fact, the retndtal is inconr~rrenr with and 



subject of OPC's mation b n o t  aitempt to dispmve the testimony of OPC's witms-8 

anything, WMSI's tcstbmy lloccpts the d o n s  of Mr. Woodcock and Ms. Ramas, and 

procmds to alter W I ' s  basic request for relief. The heat of the OPC testimony that 

WMSI pwpola to rebut is that WMSI has not Qcumented or supportedthe cost ofthe 

additicns. WMSI Qe;s not seek to contradict or disprove OPC's assertion, rather, it 

seekst0 cbmge the course ofthe case in light of that d o n .  That is  not the appmpriatc 

W o n  of rebuttal. 

10. Further, to allow the rebuaal to which O X  objects would be to prejudice OPC's case. 

Implicit in the rebuttal tbat is the subject of OPC's Motion to Strikc is the idea tbat the 

Commission should indicate inthis case- it will -to increase ratw by the amount of 

thecosts ofthe proposed capital additions. J%ewhe~ in this case, OPC witawsDonna 

Ramas bas pointed out that WMSI's investment in "associated annpanies" now stands at 

$1.2 million-& a time when WMSI claims it has difficulty jmying its obligations. Had 

WMSI presentad its concspt of findioes and phases in its direct casc, OPC's witnesses FoGd 

have addressad &e proposal in the full context of WMSI's finaucial condition end issuss of 

impsudcncs to which it gives rise. If WMSI is permitted to present "out of bounds" 

tegtimoay, it will have d d e d  OPC that m t y .  

1 1. WMSI's rebuaal witnesses say nothiq in opposition to Mr. Woodcock's assertion that 

WMSI hes M e d  to support the costs of its proposed capital projects adequately. 

WMSI's npplhtion, prefled dim% testimony, and minimum f i l i i  rqdmnents say 

oothingatnwtaseriesofpmeedm@ ' ,initialfWings,or~ups. Contratytothe 
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impnssionsthey 8edc to create, W S I  includedthe improvcmenta in ratebase d a s L e d  

the Commfssim to increasc rates to pay for them - in fhts care. Tht new proposals that 

WMSI seeks to iqjcct in its ”rebuttal” testimony would change the nature of WMSI’s 

aplsiication dramatically. If WMSI intended or desired to pursue this route, it should 

have laid out the proposal in its case in chief. WMSI’s effort to O V ~ O I I I C  O X ’ S  

dticism ofthe shortcomings of the documentation it offered to support $2.2 million Qf 

capital projects by changing itsbasic case inchief is not legithtcmbuttal and should be 

stricken. 

WHEREFORE, O X  reqwsts the Commission to strike the portions of WMSI’s reW 

identsedhaein 

Oftice of Public Counsel 

111 WestMadisonStnzct 
Room 812 
Tallabsee, FL 32399 

d o l l r a F l o t i & l & g i ~  

(850) 488-9330 

Attorney for tho Citizens 
of the State of Florida 
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- 
I HEREBY CERTIFY that a copy of the sbrugoing DPC’S MOT€ON TO SlXUKJt 

PORTIONS OF WMSI’a  REBUTTAL TJBTJMONY bas been furnishad by electronic 

mail end U.S. Mil to the following @es on this 27thday of Septembg, 2010, to t8c 

followiag: 

Relph JwF 
Erik Sayla 
Florida Public Senice Commission 
2540 Shumard oalr Blvd 
Tdabassee, FL 32399-0850 

Lisa c. scoIcs 

P o a t ~ B o x 1 0 9 6 7  
Tallahaesee, FL 32302 

RadeYThOmesYWCkk 

Mr. Gene D. Brown 
Watg Mrmagement Services, Inc.. 
250 Jahn Knox Road, #4 
Tdahessee, FL 323034234 
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ATTACHMENT A 
MFR SCHEDULE A-3 

(RATE BASE ADJUSTMENTS) 
Pages 1,2 
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ATTACHMENT B 
EXCERPT - PREFILED DIRECT TESTIMONY __ 

OF WMSX WITNESS GENE BROWN 
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stwage tankis crumbling in places and we could have acatsatrophic Mure atany 

system is problematic aad unreliable. Parts of the Suppry main 

am exposed and unsupported out in the Bay on the islaudside, a&ag it subje@to 

dmap  fromboatlr or stornu, as well as salt water intrUsl61~ Any ofthese problems 

couldnsult in asuddenloss of water supply tothe island, which would last fa an 

exkuded period of time until emexgemcy repairs could be made, Naadlcss to say, 
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ATTACIFMENT C 
EXCERPT - PREFILED DIRECT TESTIMONY 

OF WMSI WITNESS FRANK SEIDMAN 
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EXCERPT - PREFILED DIRECT TESTIMONY 
OF OPC WITNESS ANDREW WOODCOCK 

ATTACHMENT D 



F 
A. 

Q. 

A. 

Q. 

seven T e c h ~ i d  Memoranda and au Executive Summary. Each of the memoranda 

evaluates a different aspect of the WMSI system and provides various engineering 

recommendations and cost estimates. It is my opinion that these cost estimates are 

not sufficient documentation to support additions to plant-in-service, and therefore 

should not be included in rate base. 

EXPLAIN WHY YOU ARE OF THE OPINION THAT THE COST 

ESTIMATES DO NOT SUFFXCIENTLY SWPORT THE PRO FORMA 

ADDITIONS TO RATE BASE. 

A rate base calculation relies upon plant-in-service amounts that are derived from the 

actual booked costs of assets in the utility system and me supported by invoices from 

contractors or equipment suppliers. The cost estimates submitted by WMSI in 

support of the pro forma additions are an engineer’s p r e l i m i w  opinion of what the 

recommended capital projects may cost, and may vary substantially from the rrctual 

installed cost. 

IN YOUR OPINION, WHAT WOULD REPRESENT SUFFICIENT 

DOCUMENTATION TO SUPPORT THE PRO FORMA ADJUSTMENTS? 

As I stated above, I am of the opinion that actual invoices that document the full 

scope of the project and its final installed cost represent sufficient documentation to 

suppofl the pro forma additions to rate base. 

WOULD ANY OTHER TYPE OF DOCUMENTATION BE SUFFICIENT? 

5 



A. Competitive bids from contractors or suppliers for a well defined project scope could 

be considered, but would still not be as accurate as the fml installed cost. 

Q. PLEASE EXPLAIN WHY NOT? 

A. Competitive bids do not take into account anything that may happen during the 

construction of the project. For example, there may be an unforeseen site condition 

that increases the overall project cost. In that case, relying upon bids for adjustments 

to rate base would understate the actual project cost. Conversely, the scope of the 

project may be reduced after the bids are received, thereby reducing the actual 

project cost. In this case, relying upon bids would overstate the actual project cost. 1 

am of the opinion that if competitive bids are accepted as documentation for pm 

forma additions to rate base, then a subsequent true up should be conducted tD 

reconcile the actual project costs to rate base. 

Q. EXPLAIN SPECIFICALLY WHY YOU ARE OF THE OPINION THAT 

COST ESTIMATES IN GENERAL ARE NOT SUFFICIEMT 

IH)CUMENTATION TO SUPPORT THE PRO FORMA 'ADDITIONS TO 

RATE BASE. 

Cost estimates prepared by engineers are sometimes also referred to as estimates of 

probable cost. They can come in variotf3 levels of detail and accuracy, depending 

upon the mount of engineering detail and analysis conducted. One of the primary 

A. 

purposes of an engineering cost estimate is to inform the utility of the amount of 

funds necessary to complete the project. As a result, cost d n l a t e s  ~IZ conservative 

6 



Q. 

A. 

in nature. No engineer wants to provide a cost estimate to a utility that under- 

estimates the cost of a project. If pmpwly performed, a cost estimate is higher tban 

the project cost that would be received from competitive bids. 

As more engineering work is performed on a specific project, a cost estimate tends b 

get more refined and accurate. For example, a planning level cost estimate that does 

not have any design documentation is not as accureie as a cost estimate based on 

fully designed project drawings and specifications. For a given project, the cost 

estimate prepared in the planning phase will not be as accurate as the cost estimate 

prepared at the end of the final design phase. 

Now, if the project drawings and specifications are given to contractors to prepare a 

competitive bid, the resulting costs woufd be a bctter indicator of the cost of a 

project, because it involves a knowledgeable third party analysis, can be secured by a 

contract to obtain the construction services for the quoted price, and reflects 

competitive market forces at the time of the bid. Therefore, cost estimate$ are not as 

accurate an indicator of a project cost as are competitive bids. 

WHAT LEVEL OF DETAIL IS IN THE ESTIMATES PROVIDED BY WMSI 

TO SUPPPORT THE PRO FORMA ADDTIONS? 

I would characterize the estimates provided by WMSI to support the pro forma plant 

additions as planning level estimates. They are based upon a study level of 

engineering analysis and do not rely upon any detSilcd project drawing, complete 



specifid-, or swer construction documents. The technical memoranda provide 

m anstySis that documents the need for improvements and identifies the projects to 

address the needs. However, there is not any detail on the project design or materials 

to produce anything other than a planning level estimate. 

- 

- 

Q. WHAT INDICATIONS CAN YOU POINT TO REGARDING THE 

ACCURACY OF THJ% COST ESTIMATES FOR THE WMSI PRO FORMA 

ADJUSTMENTS? 

There are few, but one example concern the additional property costs associated 

with installing the new ground storage tank (OST). A total of $450.000 for properly 

is included in the cost estimate, which is over 25% of the o f  the project cost. No 

suppming documentation was provided about how the value was obtained. Exhibit 

ATW-3 provides a summary table and supporting documentation on parcels around 

the -a p b t  site obtained from the Frahklin County Praperty Appraiser’s website. 

The data shows adjacent lots selling for between $7,333 and $160,000 with the most 

recent in 2007 being $95,000. Given the wide range ofthe prices ofaearby sales and 

the nationwide collapse in the real estate market since 2007, it is difl[icult to tell if the 

estimated property value of $450,000 is at all representative of what the actual cost 

to purchase the property may be. 

- 

- 

A. - 

- 

-. 

- 

- 

- 

- 

- 

- 
Q. IN SUMMARY TO THIS ISSUJ3, WOULD YOU PLE!ASE RESTATE YOUR 

- POSITION REGARDING THE PRO FORMA ADJUSTMENTS? 

- 

8 - 



A. In my opinion, the engineering estimates provided by WMSI do not have the level of 

detail or accuracy required lo make p f o m  adjustments to rate base. Therefore, it 

is my recommendation that the pro fonna adjustment to rate base not be included at 

this time. 
A 

IV. CAPITAL IMPROVEMENTS 

Q. NOTWITHSTANDING YOUR OPINION REGARDING THE PRO FORMA 

AD3USTMENTS ABOVE, DO YOU HAW3 ANY SPECIFIC CONCERNS 

REGARDING THE CAPITAL PROJECTS REPRESENTED BY THE PRO 

FORMA ADJUSTMENTS? 

Yes. The capital pmjwts are identified in the Executive Summary of the report as 

Raw Water Transmission Line. 'Plant Improvements, Electrical System 

A. 

ReplacemeutRehabilitation and Distribution System. Based on my review of the 

documentation and my inspection of the utility's facilities, these projects would 

replace aging assets, improve the quality of service to the customers, or improve the 

safety and reliability conditions of the utility system. However. I do take exception 

to the analysis that led to the conclusion to locate a new ground storage tank (GST) 

on adjacent property. 

Q. CAN YOU BE SPECIFIC? 

A. Yes, Exhibit ATW4 is an excerpt h m  Teechnical Memorandum 5 fiom the PBSdtJ 

engineering report. The memorandum evaluates four alternatives for addrsssing the 

observed structural issues of the OST. The recommended option (identified as 

9 



ATTACHMENT E 
EXCERPT - PREFTLED DIRECT TESTIMONY 

OF OPC WITNESS DONNA RAMAS 
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11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 Q. 

24 

25 A. 

in 2004. T h 9  have only been depreciated for approximately six years on the 

Company's books. As part of its filing, the Company is proposing to recover the 

net ladepreciated balance as prudently retired plant resulting in a requested 

annual amortizetion of $12.879. 

HAS THE COMPANY FULLY SUPPORTED ITS PROPOSED PRO 

FORMA P U N T  ADDITIONS IN THIS CASE? 

This issue is addressed by OPC engineering witness Andrew Woodcock. As 

indicated in Mr. Woodcock's testimony, the Company has not provided a 

reasonable level of support for the cast projections that it has incorporated in this 

case for its proposed additions. Prior to allowing for pro forma plant additions 

that go beyond the end of the test year, a reasonable level of support for the 

estimates associated with those costs should be provided. The Company has 

provided no bids or detailed analysis of the cost projections associated with each 

of its proposed plant additions in this case. Again, this is discussed in further 

detail in the testimony of Mr. Woodcock. As part of the Commission's decision in 

this case, it should not essentially give the Company a blank check for extremely 

high level cost projections that it has incorporated in this case for these plant 

additions. The Company should be required to provide a reasonable level of 

support for the proposed pro forma plant additions prim to any of them being 

allowed for inclusion in rate base in this case. 

HAVE YOU hlADE AN ADJUSTMENT TO REFLECT THE REMOVAL 

OF THE THESE UNSUPPORTED PRO FORMA PLANT ADDITIONS? 

Yes. As shown on Schedule C-1, page 1 of 2, I reflect the reversal of each of the 

45 



1 

2 

3 

4 

5 

6 

7 Q. 

8 

9 

Company's proposed additions to plant in service as well as the reversal of the 

associated pro forma plant retirements incorporated in this case. Additionally, all 

of tho elated adjustments, such as the adjustment for pro forma accumulated 

depreciation and pro forma depreciation expense are also reversed on Schedule C- 

1, page 1 of 2. 

WHAT ADDITIONAL AIWUSTMENTS ARE NECESSARY TO REVERSE 

THE COMPANY'S PROPOSED PRO FORMA PLANT ADDITIONS AND 

TO RERlovE ALL IMPACTS FROM THIS CASE? 

10 A. 

I I  

12 

13 

14 

15 

16 

17 Q. DO YOU HAVE ANY CONCERNS WITH THE: COMPANY'S 

18 CALCULATION OF ITS PROPOSED AMORTIZATION OF THE PLANT 

19 TO RE RETIRED? 

20 A. Yes. In calculating its proposed amortizaiion of the plant to be retired, the 

21 Company appears to have used the formula required by Rule 25-30.433(9) in 

As shown on Schedule C-I, page 1, line 23, the Company's proposed amortization 

of prudently retired plant should also be removed at this time. Additionally, the 

amount included for the projected increase in property taxes associated with the 

pro forma plant shouid also be removed These pro forma plant additions as we11 

as all of the associated adjustments included in the filing by the Company should 

not be allowed before such time as the cost are fully justified and supported. L 

22 determining the amorlization period for recovery, with one exception. In 

23 calculating the amortization period, the Company used the rate of return of 

24 5.01%, which is based on the "final requested interest rate from limited 

25 proceeding Dkt. No. 000694-WU". The Commission's rule states that the amount 

46 



ATTACHMENT F 
EXCERPT - REBUTTAL TESTIMONY 
OF WMSI TVITNESS GENE BROWN 
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F be available in thc evcot of8 fire. 
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P. 
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ATTACHMENT G 
EXCERPT -REBUT"& TESTIMONY 
OF WMSI WITNESS FRANK SEIDMAN 
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6 

6 

7 

8 

9 

10 

11 

12 

13 

14 

16 

16 

17 

18 

I9  

20 

Commiapion addressed tho uscd and l s o f u b s s  of this project in orda 

NO. PSCM-lIS6-PAA-WU, and found the associated mains to be lW! 

used aud useful. The only other mrjor addition was for the renovation of 

thamainsinthe~~parLwhichwcrsleaLingbadly.Allofthemaiasin 

tho state parkare IW? used andwful. Them is no validrtasonthat tho 

ontire transrmssl 'on and distribution system should not bs considerod 100% 

used and U S O r l .  

At w e  8 of bis dired t d h o n y ,  Mr. Woodcock rocomlam& that the 

pro forma adjustmanto to rate baae not be included at thh timu 

Waald you pleaso rsrpond to that? 

Yes. Regardiag the pmposod pro forma adjustments, Mr. Waodcock, at 

page 9 of his corrected direct testimony, makes the foUowing staterncnt. 

"Baaed on my review of thc docurnmtah 'on and my insptctiOn of the 

utility's fecilities. tbcso projects would replace aging ass&% improve the 

quality of smriee to the customers, or improve tho safety aud mliabdity 

conditions of tho utility system." His rrcommmdaticn to not include thorn 

additions in rate base "ut this time" is based not on their lack of d t y ,  

or their tack of mod Soginccring, but on his allagetion that the CORS arc 

not sufficiently supported. 

A. 

5 



1 I would like tomalcs it clear that it is not the intcat of WMSI toroquwst 

2 

3 

thattbccommLMl ' 'on q m v e  "&e blanche" the estimatal oosts shown in - 
the minimum filing Iequilcmmts (MFRS). we fully expect that the 

4 

5 

6 

7 

- 
- 
- 

8 

10 
- 

12 

13 

14 Q. 

15 

16 

<? 

18 A. 

19 

' 20 

21 

Commission will require a tnre up of actual costs to estimated oosts. But 

we will not know the d costs until the projmts are completed and the 

projects C(uM0t be completed dcas then is SUfILcicnt admowlcdgmcnt in 

this reand and in the final order that the proposed plant aMidons BZC 

~ a n d t b a t t h e c r m m d s s l  'on will approve ratcs bascd on thc 

Ie$timata final costs, when they am known, otherwise, W S I  wiU not be 

ebk to obtain financing and without fiimchg thra ==wary pnojem 

will not bo done. Latcr, in my rebuttal to Ms. Ramas, I will address how 

this may be a c c o m p r i  

tba direct tcrthnoay of MS. R.mr~? At 

Yes. In theMFRs, was made to rcmovc the contract m i c e  

y did not catch the total 
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2.3 

In herdireet testbony Upye32  and again at -46, Ma. Ilrlau 

makm a reeommad.tion to remove WM!%*r prepared pro forma 

plant addWon, and nll adjnatmmtr related thereto. Would you pkaw 

mpond to that reeommmdafion? 

Yes. I prrviously sdmpsssd tbis, in principle, in my responss to Mr. 

wmdwck*s recommendation to not include these p b t  addittom in rue 
base, at this time. The basis for his raoommaadation is the lack of 

docmnmts supporting thcpropossd coat I i n d i d  that WMSI sgm+s 

that the cost of the additbra -be includedin rate base atthsir aC4-d 

cost but in tbc interim, amduuusm . wm nteded to provide WMSI wjth 

the ability to obtain financing so thn! the work could be done. Typically. 

this Commispion bas allowed xccovay of costs for necessary project8 

to their mmpletion, based on cstimatcd COB@. but with a rrtlt up of 

estimated wets to actual mas. The Commission took suchad apKroech for 

this utility in the Supply Docket No. 940109-WU. In that doolsr, 

the commission made a &ding as to the mxem-ty and used and 

usefulness of tho pjwt, so that tharc was a basis to obtnin 6nancing. 

That is what WMSI proposes in this cam. If that is done, WMSl wil l  be in 

a pasition to obtain the financing proposed in its filing because the lender 

will know that the Commission will evcntualiy appmve rates to support 

the legithate costs of the pFojccts. It is then that WMSI can mow ahead 

to Obtain donrments supponting tho Costs. Rcoognizing the ‘‘Cllickul end 

e&’ &-&ion the utility is in. WMSI proposes that the situation may best 
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bc haded by providiq for a phased rate increase pmvisian similar to that 

authorized in Docket No. 940109-WU. This wouM allow for a first phme 

basedonthe casewithout the pro forma additions. asocondphasobased 

on the documented estimate for completing the projects and a third phase 

that allows for atNe up to tho actual COstJ in& 

Q. 

A. 

Q. 

At page 32 of her direct testimony, Ma. Raman rcwmmenda an 

adja#tment to r ~ m m e  the ainorthntion expense associated with the 

prior rate am. Do yon agree with that adjurtmeat? 

Yes. 

B e g h h g  at page 33 of her direct taaiimony, Ms, h u  recommends 

adjwtiug the aahrles of Ma. Sandra Cbaac and M. Brenda Wkbm 

beesuse they were given dgniflcant hcreaaw. Do you agrcc witb then 

rdjuatmenb? 

No. I certainly cannot deny that th&e two individuals wem given 

sip5cant salary incremes in 2009. And if we wm to consider only tbe 

fact that the inomasss were signifimt without considaing any 0 t h  

factors, it would also give me paw. Mr. Brown obviously believes that 

these increasas are warmnted. He will sddress those reasons inhisrebaaal 

testimony, What I would like to do here is place the impact of these 

inc- in the proper wntext, because these inmasea did not OCCUT h a  

vacuum. During the tcst year, many changes wm made in the a m  of 
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