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1 PROCEEDI NGS
2 (Transcript follows in sequence from Vol une
3 1))
4 CHAI RMVAN BROWN:  Moving on to Item 2. Good
5 nor ni ng.
6 M5. PACGE: Good norning, Comm ssioner, Panela
7 Page with the Ofice of General Counsel.
8 In Item 2, staff is recommendi ng anmendnents to
9 the depreciation rules for electric and gas
10 utilities. The anmendnents update and clarify the
11 rules, and provide for greater consistency between
12 the electric and gas rul es.
13 Staff is available for any questions.
14 CHAI RMAN BROWN:  Thank you, Ms. Page.
15 Comm ssi oners, any questions?
16 Seeing none, can | a --
17 COMW SSI ONER PATRONI'S: Second.
18 CHAI RMAN BROWN:  All those in favor, say aye.
19 (Vote taken.)
20 CHAI RMAN BROWN:  Item 2 passes. Thank you.
21 (Agenda i tem concl uded.)
22
23
24
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1 CHAI R BROWN: Ckay. Good afternoon. W are

2 on the Key West tinme, certainly alittle bit later
3 than anticipated. And we are at M. Johnson and

4 we -- Monroe County has the floor on cross.

5 MR, WRI GHT: Thank you, Madam Chai rman. And

6 t hank you again for taking that break. | think you
7 will be happy with the result.

8 Wher eupon,

9 CHRI STOPHER A. JOHNSON

10 was recalled as a wtness, having been previously duly
11 sworn to speak the truth, the whole truth, and nothing
12 but the truth, was exam ned and testified as foll ows:
13 EXAM NATI ON

14 BY VMR WRI GHT:

15 Q Good afternoon, M. Johnson.
16 A Good afternoon.
17 Q | would like to ask you to | ook at the order

18 that you have, the order 09-0057 at page 26. |If you

19 | ook right about the mddle of the page, there is a

20 par agr aph that begins, "we also agree with OPC." |

21 would like to direct you to the third sentence of that
22 paragraph. WII| you agree that that says that because
23 Wtness Disnukes failed to consider increases in the

24  cost of chemcals, the chem cal expense in the test year

25 was reduced by $16,117, correct?
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1 A Correct.
2 Q Do you know how much chem cal s expense the
3 conpany requested in its MFRs in the 2007 rate case?
4 A No, | do not.
5 Q So woul d you agree that whatever they asked
6 for was reduced by $16,000 -- $16, 117, and that woul d be
7 that, correct?
8 A That's correct. She's indicating that.
9 Q Thank you.
10 MR WRIGHT: | told you you woul d be happy,
11 that's all | have got.
12 CHAI RMAN BROWN:  Thank you, | am happy.
13 Al right. Harbor Shores.
14 EXAM NATI ON
15 BY M5. AKTABOWSKI :
16 Q Good afternoon, M. Johnson, how are you?
17 A Good afternoon. | amfine.
18 CHAI RMAN BROWN:  Could | ask you to bring the
19 mc closer to your -- | know we have a | ot of paper
20 in front of us.
21 M5. AKTABOWSKI: | have sone exhibits.
22 CHAl RMAN BROWN:  Ckay. We will have staff
23 cone, M. Gaves and Ms. Daniels, can you assi st
24 her ?
25 M5. AKTABOWSKI:  And based on our discussion
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1 on No. 42 earlier --

2 CHAI RVAN BROAWN: | am so sorry, M.

3 Akt abowski, you are going to have to really speak
4 into the m crophone.

5 M5. AKTABOWSKI: Sorry. How s that? |Is that
6 better?

7 CHAl RVAN BROMN:  Yes. Thank you.

8 M5. AKTABOABKI: Pl ease, all of these. |

9 killed a | ot of trees.

10 CHAI RVAN BROAN: So we will be starting at
11 Exhibit 87. Wuld you like these marked at this
12 time?

13 M5. AKTABOWBKI :  Yes, please.

14 CHAI RMVAN BROWN:  Ckay. Wi ch one woul d you
15 li ke as 877

16 M5. AKTABOWSKI: The copy of the Uility

17 Agreenent between Harbor Shores and KWRU.

18 MR. FRIEDMAN: | don't have that one.

19 CHAI RMVAN BROWN:  Say that again.

20 M5. AKTABOWBKI: Sorry, copy of Uility

21 Agreenent between Harbor Shores and KWRU.

22 CHAl RMAN BROWN:  Ckay. It's comng out. W
23 will go ahead and mark that as 87.

24 (Whereupon, Exhibit No. 87 was marked for

25 I dentification.)
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1 CHAI RVAN BROAN: Go ahead, 88.

2 M5. AKTABOWSKI: 88 will be report criteria,
3 pages one through five, spreadsheet.

4 CHAIl RVAN BROAN: | don't have that.

5 M5. AKTABOABKI: There is still sone to be

6 given out here as far as that.

7 CHAl RVAN BROMWN: Let's just take a nonent and
8 have themall distributed. ay. So we have four
9 exhibits total, correct?

10 M5. AKTABOWBKI: Correct.

11 CHAl RVAN BROMN: Ckay. So 87 wll be marked
12 as KWRU spreadsheet.

13 M5. AKTABOWBKI: Yes -- no, sorry, 87 is copy
14 of utility agreenent.

15 CHAI RVAN BROWN:  Ckay. 88 will be marked as
16 KWRU s spreadsheet ?

17 M5. AKTABOWBKI: Report criteria, pages one
18 t hrough five, spreadsheet, yes.

19 CHAI RMVAN BROWN:  Ckay. W will mark that as
20 88.

21 (Wher eupon, Exhibit No. 88 was nmarked for

22 I dentification.)

23 CHAI RMVAN BROWN: Ckay, and 89?

24 M5. AKTABOASKI : 89 will be the FKAA

25 statements for master neters.
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1 CHAI RMVAN BROWN:  Ckay. Let's -- we wll go
2 ahead and do that.
3 (Wher eupon, Exhibit No. 89 was marked for
4 I dentification.)
5 M5. AKTABOWSKI:  And 90 --
6 CHAI RVAN BROMWN: |s the excerpts from
7 deposition of M. Johnson.
8 M5. AKTABOWBKI: Correct.
9 CHAI RMVAN BROAWN:  Al'l right.
10 (Wher eupon, Exhibit No. 90 was nmarked for
11 I dentification.)
12 CHAI RMAN BROWN:  Al'l right. Everybody have
13 the copies in front of then? Al right.
14 Ckay. So you have the proper |abels, and I
15 want to make sure that M. Johnson has all of those
16 in front of him
17 THE WTNESS: Yes, | do.
18 CHAI RMAN BROWN: Ckay. G eat.
19 Ms. Akt abowski, you have the fl oor.
20 M5. AKTABOWSKI :  Thank you.
21 BY M5. AKTABOWSKI :
22 Q Again, hi, how are you?
23 H. Geat.
24 Q You have the copy of the utility agreenent in
25 front of you between KWRU and Har bor Shores?
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1 A | do.
2 Q Are you famliar with it?
3 A Yes.
4 Q Wul d you turn to page five, please?
5 MR SMTH W are going to object to
6 guestions about the utility agreenent. This is
7 outside his direct. He doesn't discuss Harbor
8 Shores anywhere in his direct.
9 CHAI RMVAN BROWN:  Ckay. Ms. Aktabowski, any
10 response to the objection?
11 M5. AKTABOWSKI: Wl l, obviously, | don't
12 agree, but --
13 CHAI RMAN BROWN:  Can you point ne to his
14 testi nony where he di scusses Harbor Shores?
15 M5. AKTABOWBKI: Not in his direct testinony,
16 no.
17 CHAI RMVAN BROWN:  Woul d this be nore
18 appropriate for rebuttal ?
19 V5. AKTABOWSKI :  Possi bly.
20 CHAl RMAN BROWN:  Ms. Mapp or Ms. Crawford,
21 there is an objection on the floor fromthe
22 utilities saying that this, Exhibit 87, is outside
23 the scope of his direct testinony.
24 MR. SAYLER:. Madam Chair, Eric Sayler for
25 O fice of Public Counsel.
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This is a simlar posture -- this is Issue 18
and it's simlar to Issue 42 in the sense that
these are live issues of the case to be
adj udi cated, and M. Johnson is the witness, the
fact witness that understands and has all the
information as it relates to these.

CHAI RMVAN BROWN: Ckay. Ms. Crawford.

M5. CRAWFORD: Again, where | struggle is
M. Johnson does support very broad testinony. He
has held hinself out to be very know edgeabl e, and
denonstrably so, of the utility operations. That
bei ng said, | have been unable to |locate in his
direct testinony, or exhibits, references to Harbor
Shores or its classification.

CHAl RVAN BROMWN:  Thank you. So would it be
your recommendation to --

M5. CRAWFORD: Barring a nore persuasive
argunent than what | have heard so far, what | have
been able to find nyself, | would suggest it would
not be appropriate for direct.

CHAI RVAN BROAN: Wbould it be nore appropriate
for rebuttal ?

M5. CRAWFORD: Again, we would want to be able
totieit to sonething within the scope of

M. Johnson's rebuttal.
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1 MR, SAYLER: Madam Chai r man.
2 CHAl RVAN BROMN:  Yes.
3 MR, SAYLER: This is a quasi-judicial
4 proceeding. It's an admnistrative |aw proceedi ng.
5 It's not held to the sane fornality as a court of
6 law. And | have been practicing before this
7 conm ssion for over eight years, and | have heard
8 it said many, many tines to allow the parties sone
9 | atitude to argue for issues, even if there is not
10 any direct testinony on it, through
11 cross-exam nation, through exhibits, especially to
12 if it's alive issue in the case, and also if any
13 docunments are admtted into the record, then the
14 Conmm ssion can give themthe weight that it is due
15 as it relates to those issues.
16 CHAI RMAN BROWN:  Thank you. | amvery wel
17 aware of the posture that we are in and the
18 proceeding that we are in, and | appreciate your
19 conment s.
20 Mary Anne, you knew | was going to call on
21 you.
22 M5. HELTON: | believe | have even said al
23 the things that M. Sayler just said. The question
24 is whether it's appropriate now.
25 As | understand the issue that Ms. -- and |
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apol ogi ze if | am not saying your nanme right.

M5. AKTABOWBKI: Akta, A-K-T-A Aktabowski .

M5. HELTON: Akt abowski .

CHAl RVAN BROMN:  We spent about 10 m nutes
practicing that earlier.

M5. AKTABOASKI : | have spent about 47 years
practicing it, and still nmess it up once in a
whi | e.

M5. HELTON: As | understand the issue that
Ms. Aktabowski is attenpting to go forward wth,
this is an issue that is not part of the normal
I ssues that you hear in a rate case. This is an
I ssue that she has brought to the table. And |
beli eve that when an intervenor brings an issue to
the table, then the intervenor has that initial
burden of going forward, and so Ms. Aktabowski
shoul d have presented testinony to you, or should
be presenting testinony to you when it's tine for
the intervenors to take the case, and then the
conpany woul d have the opportunity to rebut that on
rebuttal .

CHAI RMAN BROWN:  Ckay. Thank you.

Ms. Aktabowski, with regard to this agreenent,
we have marked it, but your question, since hearing

t he advice of our counsel regarding the scope of
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1 M. Johnson's testinony, | don't feel it's

2 appropriate to go down the |line of questions as it

3 relates to Harbor Shores under this utility

4 agreenent, but you can -- you can proceed ahead

5 wi th other questions related to his direct.

6 M5. AKTABOWSKI :  There is nothing to proceed

7 ahead if | am-- if you are disallow ng any nention

8 of Harbor Shores.

9 CHAI RMVAN BROWN:  Ms. Hel ton?

10 M5. HELTON: If she could relate her questions
11 to sonet hi ng broader than Harbor Shores that

12 M. Johnson did testify to, or that M. Johnson did
13 bring -- submt exhibits for, that m ght be a way
14 to go about it. But if -- beyond that, | think it
15 woul d be tine to nove on.

16 CHAI RMVAN BROWN:  And, Ms. Aktabowski, | would
17 like to allow as nmuch | eniency as this body can,

18 but under the guidance that our |egal adviser has
19 given, it has to be tied back to the prefiled

20 direct testinony. |If you can do that, then those
21 guestions will be perm ssible.

22 M5. AKTABOWSKI:  Well, | wll try, and we can
23 al ways say, | guess, objection and nove on to the
24 next time, okay -- or the next one, right? Can we
25 to do that?
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3 BY M5. AKTABOWEKI :

ol

don't

(o2}

10
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to 87, is that right? W've said no to 87, correct?

CHAI RVAN BROWN: Sur e.
V5. AKTABOWBKI :  Ckay.

Q Al right. Let's |look at -- where were we? |

he remenber at this point. Let's see, we were up

CHAI RMAN BROWN:  Unl ess you can --

M5. AKTABOWBKI: Sorry, | know | am not using
all the legal terns | am supposed to. | amnot a
| awyer by any stretch.

CHAI RMAN BROWN:  Again, | would like to give
you as nuch |l atitude to devel op your case as well,
but if you can tie this exhibit to M. Johnson's
prefiled direct testinony, | will allow sone
|atitude to the questions. It's the way you nust
franme the question as it relates to his direct.

M5. AKTABOWSKI: Okay. Let ne | ook at
sonething here for a nonent, and | think | may be
able to do that.

MR, SAYLER: Madam Chair, at the risk of
di srupting, just while she's |ooking. | know that,
often, the intervenors in many of the other
proceedi ngs that are before of this board, the
cl ause dockets and things of that nature, they put

on their case through cross-exam nation at the
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1 heari ng wi t hout necessarily putting on any direct
2 testinony in evidence. And when it cones to
3 certain issues that are elicited through those
4 cl ause dockets, sonetinmes we don't -- like a few
5 years ago, when it cane to --
6 CHAl RVAN BROMWN:  Ms. Akt abowski, are you
7 al nost ready?
8 MR SAYLER: But | amjust saying that | don't
9 think it's been the posture of this comm ssion to
10 limt everything to just those issues, so --
11 CHAI RMAN BROWN:  Ckay. | have made ny ruling
12 al ready, M. Sayler. | appreciate you providing
13 sone additional comentary, but we are --
14 Ms. Aktabowski has the floor.
15 M5. AKTABOWSKI: Okay. Thank you, Eric. |
16 appreci ate your assi stance.
17 BY M5. AKTABOWSKI :
18 Q Ckay. Could you please | ook at Exhibit No.
19 89, just for the record, so that we can get sonething
20 here. And if we could look at -- M. Johnson, if you
21 could l ook at CAJ-4, page -- | amsorry. Ckay, one
22 nmoment | amtold | amtoo cold, and | amtoo hot.
23 MR, SAYLER: You are too close.
24 BY M5. AKTABOWSKI :
25 Q If you could | ook at page 200 of 269 on CAJ-4
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1 of your testinony.
2 CHAI RVAN BROWN:  Are you there?
3 THE W TNESS: \What page, pl ease?

4 BY M5. AKTABOWEKI :

5 Q | am sorry?

6 A Can you give ne the page nunber again, please?
7 Q It's page 200 of 269 -- 200 and 201.

8 CHAI RVAN BROWN:  It's at the top corner of

9 your exhibit, the page nunber.

10 THE WTNESS: Sone of themare witten over --
11 st anped over.

12 CHAI RVAN BROAWN: On the left-hand, it says,

13 page 11. On the right side, it says, page 200

14 of --

15 THE WTNESS: Cot it.

16 CHAI RMVAN BROWN:  Ckay.

17 BY M5. AKTABOWSKI

18 Q Look at number 22, the size of the nmeters for
19 ol d general service custoners, and the nethod in which
20 they are billed; do you see that?

21 A Yes, | do.

22 Q Ckay. So in Exhibit 89 that we have

23 distributed, | showa bill fromFKAA -- or tw bills,
24 actually, for two master neters at Harbor Shores. You

25 wll see on those bills, on page one, you have the total

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



147

1 consunption of 87,000 gallons; do you see that? | am
2 sorry, we are |ooking at statenent nunber 5072131.

3 A Yes, | do.

4 Q (kay. And below that, it says, less -- |ess
5 deduct 73,000, wth a net consunption of 13,100; do you
6 see that?

7 A Yes, | do.

8 Q Ckay. And then on the second statenent,

9 simlar type of docket or statenent, exhibit, it's

10 neter -- or statenent nunber 5071814. And again, it's
11 showi ng the total consunption 111,600 gallons, wth the
12 | ess deduct of 97,700, for a net consunption of

13 13, 900 gal |l ons.

14 What does all of that nean fromthe KWRU

15 billing? So what does that nean to you? The tota

16 consunption and the deduct, is this a nornmal bill that
17 you woul d receive from FKAA for one of your genera

18 servi ce custoners?

19 MR SMTH I'mgoing to object. | was trying

20 to give sone |atitude because she identified this

21 general service |list of custonmers that are billed

22 by general service. This is an FKA bill, so |

23 believe this is outside the scope of the direct.

24 CHAI RMAN BROWN: | amgoing to allow the

25 questi on.
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1 MR SMTH  Ckay.

2 CHAI RMVAN BROWN:  Go ahead.

3 BY M5. AKTABOWSKI :

4 Q | amtrying -- do you -- is this the type of

5 bill you would get froma general service custoner, from
6 FKAA, where it shows the total consunption for a

7 particul ar group of condos and nobil e hones, or

8 apartnents, et cetera?

9 A Yeah, we don't get the bills fromthe aqueduct

10 authority. Wiat we receive is a data file --

11 Q Ckay.

12 A -- Wwith -- it's called a neter file.

13 Q Al right.

14 A The nmeter wirelessly sends a signal to a

15 receiver. They capture the data. They create a data
16 file. They send a data file to the utility. So what |
17 would receive at the utility is a data file with the

18 consunptive use for a given neter.

19 Q For a master neter, or for any neter?

20 A For any neter.

21 Q For any neter. So you would actually get a
22 copy of -- or a data file from FKAA for these two

23 particular neters, these two master neters that | am
24  show ng you here?

25 A Yes, that 1s correct.
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1 Q And then you get a simlar type of file from
2 any other -- from FKAA for general service custoners, is
3 that correct?
4 A No. W get one file for the entire island.
5 Q | amsorry. Let ne rephrase that.
6 You get information on that master file that
7 you get from FKAA for each of your general service
8 custoners showing the total consunption in a particul ar
9 group of customers, or residents, or nobile hones, or
10 apartnent buil dings, or any type of general service
11 custoner, you will get a simlar data file -- or simlar
12 I nformation about total consunption?
13 MR SMTH. And | understand she's not an
14 attorney, and | amtrying to give her sone | eeway
15 with the questions asked, but the --
16 CHAI RVAN BROWN:  As am | .
17 MR SMTH  -- the conpound parts of that
18 guestion, | would object, and just ask if you try
19 break it down into smaller questions.
20 MS. AKTABOWSKI: Okay. | will. Got you.
21 CHAI RMVAN BROWN:  Ms. Akt abowski, and, again,
22 we are definitely trying to give you |latitude on
23 t hese questions, and you are tying theminto his
24 direct. So if you could make -- kind of streamine
25 the questions a little bit for him
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1 M5. AKTABOWSKI : Ckay. | can -- | appreciate
2 the latitude. Thank you, M. Smth.

3 BY M5. AKTABOWSKI :

4 Q Again, let's refer back to the actual

5 statenents that we have in our hands here for Exhibit

6 No. 89, okay.

7 So a general service custoner, any of your

8 general service custoners, would have on file with FKAA
9 a master neter showi ng the total consunption for that
10 general service custoner, is that correct, which would
11 then be sent to you?

12 A Ckay, | amgetting a bit confused here. W
13 get afile with every single neter on Stock Island.

14  They don't know what a general service custoner is for
15 KW Resort Uility, nor do they care. They don't make

16 t hat di stinction.

17 Q Well, okay, let's -- all right, let's | ook

18 at -- let nme get ny exhibits sorted out here. D d I

19 give you -- | amsorry, did | hand out the exhibit that

20 | am |l ooking for? | beg your pardon.

21 CHAI RMAN BROWN: W have four exhibits.

22 M5. AKTABOWSKI: Right. | amlooking for

23 the -- | got one, two, three -- well, | think I

24 m ssed one.

25 CHAl RVAN BROMWN: Do you need our assistance?
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1 M5. AKTABOWSKI: | think I m ssed an exhibit.
2 Hol d on just a nonent.
3 CHAI RMVAN BROAWN:  Ckay.
4 MS5. AKTABOASKI :  Sorry.
5 CHAl RVAN BROMWN: W have staff standi ng by.
6 M5. AKTABOWSKI: My apologies. | amsorry, |
7 forgot. | thought | had given themall out.
8 CHAI RMAN BROWN:  This will be 91.
9 (Whereupon, Exhibit No. 91 was marked for
10 I dentification.)
11 CHAI RVAN BROWN:  And we will title it, e-mail
12 from FKA regardi ng naster neters.
13 MS. AKTABOASKI @ Correct.
14 CHAl RVAN BROMN:  Ckay. Ckay, Ms. Aktabowski,
15 you have the fl oor.
16 BY M5. AKTABOWSKI :
17 Q Ckay. M. Johnson, you just said that FKAA
18 real ly doesn't know and doesn't care what the neters
19 are, or what they are -- whether they are naster,
20 general service or anything else, is that correct?
21 A Not entirely. They don't define their neters
22 in terms of KWResort Utilities Public Service
23 Commssion tariff and what our Public Service Conm ssion
24 defines for us as a general service neter. They nay
25 have their own term nol ogy that they call general
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1 service neter, but they -- they are not |ooking to match
2 their termnology with ours, is what | am sayi ng.
3 Q Ckay. But they are aware of the fact that you

4 have general service custoners and residenti al

5 custoners, is that correct? | nean, let's look at this
6 e-mail. Let's look at the excerpt here. These are --
7 this is an e-mail fromthe billing nmanager, Ms.

8 Sant ana, at FKAA, and she has pointed out, as you can

9 see --

10 MR SMTH I'mgoing to object. This is

11 calling testinmony into hearsay, it's calling

12 testinony into evidence that hasn't been pl aced
13 into evidence, and so | don't think she's laid a
14 proper predicate to even bring this up.

15 CHAl RVAN BROMN: | agr ee.

16 Ms. Aktabowski, if you could -- while this
17 comm ssion is not limted to hearsay, can you | ay
18 the foundation for this e-mail before you ask the
19 guestion -- whether he is famliar with it,

20 sonething to that effect? Lay a foundation. And
21 If you can lay a foundation, then we will allow the
22 questi on.

23  BY MS. AKTABOWEKI :
24 Q M . Johnson, you have general service

25 custoners and you have residential custoners, is that
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1 correct?
2 A That is correct.
3 Q What dictates the assignnent of that category?
4 Is it a master neter? |Is it an individual neter? Wat
5 Is it that KWRU uses to determ ne whether the custoner
6 IS general service or residential?
7 A What dictates the classification of a custoner
8 Is our tariff sheet. | think | read it to you at the
9 deposition. W have a one tariff sheet that describes
10 the residential classification, the applicability, et
11 cetera. W have a second sheet that defines general
12 service, as well as the applicability and the various
13 charges as they rel ate.
14 Q Can you show that to ne -- or do you have
15 t hat ?
16 A I[t's inny tariff.
17 CHAI RMAN BROWN:  Is it in one of your exhibit
18 attached to your testinony?
19 THE WTNESS: No, | don't think so.
20 CHAI RMVAN BROWN:  Counsel ?
21 MR SMTH No, it's not.
22 CHAl RVAN BROMN:  How do you wi sh to proceed,
23 counsel ?
24 MR SMTH  Well, she's asking questions that
25 are supposed to be getting at this e-mail, and |
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1 just don't, you know, and again, our objection is |
2 don't see how she gets to asking about an e-nail
3 bet ween her and FKA, unless she can first ask, do
4 you recogni ze this e-mail. And not to assist, but
5 I think the answer is going to be no. And so |
6 think that would end any discussion of this e-nmail.
7 So if Ms. Aktabowski wants to ask that
8 guestion, maybe we can nove on fromthis.
9 CHAI RMVAN BROWN: Ckay. Ms. Akt abowski .
10 BY M5. AKTABOWSKI :
11 Q Chris, do you recognize the contents of this
12 e-mail? Sorry, M. Johnson.
13 A No. | have never seen this e-nmail before.
14 V5. AKTABOWSKI: Maybe | should say and -- it
15 woul d be a whole |ot better of the dismantling of
16 nmy nane that's going on around here.
17 BY M5. AKTABOWSKI :
18 Q You have never seen this e-mail?
19 A No, | have not.
20 M5. AKTABOWBKI: Is that the only way | can
21 tiethis e-mail to anything is if he has seen it?
22 CHAI RMAN BROWN: | believe that the wtness
23 has said that he is not famliar with it, or
24 understands the contents, so | think you should
25 nove on Wi th your questions.
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1 V5. AKTABOWBKI :  Ckay.

2 BY M5. AKTABOWSKI :

3 Q So, again, you have just said that what

4 dictates a general service custonmer versus a residential
5 custoner is in your tariff. | |ooked at the tariff and
6 | honestly don't see that. | amtrying to find that.

7 Can you show it to ne? Can you tell ne where to find

8 it?

9 A We have a tariff sheet that's dedicated to

10 residential custonmer, and we have a second tariff sheet
11 that's titled General Service Custoner.

12 Q And is that published? 1Is that sonmewhere --
13 Is it published sonewhere?

14 A Yes, it's a PSC docunent. [It's an official

15  docunent.

16 CHAl RVAN BROMWN. M. Johnson, could you be

17 nore specific to direct her? 1Is it in any of the
18 depositions, or any of the pre-identified exhibits?
19 THE WTNESS: | don't knowif it is or not, or
20 where | would find it.

21 CHAl RVAN BROMWN. St aff.

22 M5. MAPP: | amnot quite sure where it would
23 be. If it is in any place, it would nost |likely be
24 within the, | believe, MFR filings. That's the

25 nost specific --
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CHAI RMVAN BROWN:  Ckay, Ms. Akt abowski .

M5. AKTABOASKI : | have attenpted, | have done
a lot of research trying to find definitions, and I
cannot find the definitions, and therefore, | am
trying to establish what is it that constitutes a
general service? Because when | |ook at sone of
the custoners that are classified as either general
service or residential, there doesn't seemto be a
pattern of, you know, this one is that or this one
is the other. | amtrying to determne, is there
an official docunent, and | have literally
searched --

CHAI RMAN BROWN:  Ckay.

M5. AKTABOWSKI: -- and cannot find it.

CHAl RVAN BROMWN. M. Wi ght.

MR WRIGHT: Madam Chair, just to try to help
the process, | believe the conpany's tariff sheets
are included as Section E of the mninmumfiling
requirenents.

CHAl RVAN BROMN: Ckay. So even though you
didn't speak into the m crophone, thank you for
hel ping out wwth that. Section E of the MRs,

Ms. Akt abowski .
MR SMTH.  And for reference, that would be a

filing that was filed by M. Swain.
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1 CHAl RVAN BROMN:  Ckay, which is a wtness

2 com ng up soon.

3 s there a question, M. Aktabowski, on the

4 fl oor?

5 M5. AKTABOWSKI: Not if | can't find the -- if
6 we can't get an actual definition, or a witten

7 definition, or tell nme where to find that.

8 CHAI RMAN BROWN: M. Johnson, that's the

9 guestion to you.

10 THE WTNESS: | am |l ooking for the sheet.

11 CHAl RVAN BROMWN: Ckay. And, M. Johnson, if
12 you can't find it, then just say you can't find it.

13 BY M5. AKTABOWSKI :

14 Q M. Wight just gave ne a docunent here, which
15 Is -- this is the KWResort Uilities Corporation

16 Wastewater Tariff, General Service Rate Schedul e, GS,
17 applicability for wastewater service to all custoners
18 for which no other schedule applies, that's the genera
19 service definition?

20 A Yes, that sounds correct.

21 Q What does that mean? | don't understand what
22 that neans.

23 A There are other tariff sheets that specify
24 applicability, and they are saying, on the general

25 service one, if none of the other sheets apply, this
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1 sheet appli es.

2 Q Ww. | like those kinds of statenents.
3 Ckay, so we would have to find the other
4 tariff sheets to determne that, indeed, to be -- the

5 custoners that are being assigned a general service
6 category do not apply to any of the other categories; is
7 that right? W would have to determne to find all of

8 the tariff sheets?

9 A Yes, that would be one way to determ ne that.
10 M5. AKTABOWEKI: | do appreciate all of the
11 assistance | amgetting fromboth |eft and right
12 here, by the way. Thank you.

13 CHAI RVAN BROWN:  Good wor k, intervenors.

14 V5. AKTABOWSKI: Al right.

15 CHAI RMAN BROWN:  Thank you for hel ping her
16 out .

17 BY M5. AKTABOWSKI :

18 Q | am | ooking at reuse of reclai ned water

19 tariff sheet for Key West Golf Cl ub, Monroe Detention
20 Center, Florida Keys Conmunity Coll ege, Joe Adans

21 El enentary --

22 CHAI RMAN BROWN:  Ms. Akt abowski, is that a

23 question?

24 M5. AKTABOWBKI: No, | amsorry, | amtrying

25 to read what M. Wight just handed ne. These
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1 apparently are other tariff sheets, possibly.

2 THE WTNESS: Yes, they are.

3 MR SMTH W woul d object, she hasn't

4 provi ded these sheets even for himto review.

5 Presumably they may be, but --

6 CHAl RVAN BROMN: | agr ee.

7 Ms. Aktabowski, can you nove along with your

8 guesti ons, please?

9 V5. AKTABOWBKI :  Ckay.

10 BY M5. AKTABOWSKI :

11 Q May | just sinply ask you, M. Johnson, since
12 you are famliar, and very famliar with this, what is
13 your interpretation of a general service custoner? Wat
14 di ctates your assignnent of a general service custoner
15 when you get a new custoner?

16 A What is on that piece of paper is what |

17 assess a general service custoner as.

18 Q So it has nothing do with neters, naster

19 neters, or anything of that nature?

20 A It can have to do with neters, that is how the
21 billing is determ ned, through a neter; but what the

22 tariff sheet says is what the tariff sheet says, as far
23 as for classification.

24 M5. AKTABOWEKI: So we have already been told
25 the utility agreenent with Harbor Shores is of no
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1 consequence, or not in evidence here, so -- you

2 know what, rather than tie everybody up, why don't
3 we just nove on, and we wll see if | can conme up
4 wi th sone questions when it gets back to rebuttal,
5 or whatever, okay? Thank you.

6 CHAI RMVAN BROWN:  Thank you, Ms. Aktabowski .

7 Staff.

8 M5. CRAWFORD: Staff does have sone questions.
9 EXAM NATI ON

10 BY M5. CRAWFORD:

11 Q M. Johnson, | amsorry not to nmake eye

12 contact with you, but if you have any questions, just

13 send up a flare.
14 A Ckay.
15 Q Could I refer you first,

16 exhibits --

pl ease, to your

17 M5. CRAWFORD: And actually, if staff wll

18 hand out two exhibits first?

19 CHAl RVAN BROMWN: Ckay. And we will be at 92.

20 Thank you.

21 Ms. Crawford, would you like to | abel them

22 now?

23 M5. CRAWFORD: Yes. I|I'mtrying to find ny

24 copies. M apologies, if | could have just a

25 monment .
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1 Well, | can tell you off the top of ny head,
2 the first one is the utility response to staff
3 I nterrogatory nunber 68.
4 CHAI RMAN BROWN:  Ckay. So we w Il go ahead
5 and | abel that as 92. W will mark that.
6 (Wher eupon, Exhibit No. 92 was marked for
7 I dentification.)
8 M5. CRAWFORD: And a second one is the
9 utility's response to staff interrogatory nunber
10 69.
11 CHAl RVAN BROMN: Ckay. W are going to | abel
12 that as Exhibit 93.
13 (Wher eupon, Exhibit No. 93 was marked for
14 I dentification.)
15 CHAl RVAN BROWN: M. Johnson, you have copi es
16 of both?
17 THE WTNESS: Yes, | do.
18 CHAI RMAN BROWN:  Ckay. M. Crawford, please
19 proceed when you are ready.
20 M5. CRAWFORD: Thank you.
21 BY MS. CRAWFORD:
22 Q And actually, ny first series of questions
23 don't have to do with the exhibits.
24 If | can refer you, please, M. Johnson, to
25 your CAJ-4 of your direct testinony, specifically page
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1 200 to 269.

2 A Ckay.

3 Q And am | correct in summarizing, this is a
4 utility response to a staff data request for the PAA

5 phase of this case that you are sponsoring?

6 A Yes, it looks like it is.
7 Q Ckay. And so, to the best of your know edge,
8 the information that's reflected in here is still true

9 and correct today?

10 A Yes, it is.

11 Q Ckay. If | could refer you, please, to your
12 response at nunber 24, asking you to explain why there
13 are no billable gallons for the 5/8 inches residenti al
14 service custoners on page two of Schedule E-2. Your
15 response, you talk about Sunset Marina Residences and
16 Sunset Marina; these are two custoners of the utility,
17 correct?

18 A No. Sunset Marina is the custoner. The

19 Sunset Marina Residences are not.

20 Q kay. | just -- | think | need a little

21 clarification, if I could. Wen readings through your
22 response, it's unclear to ne how the custoner Sunset
23 Marina is billed. Could you lay out that for ne in

24 | ayman | awyer speak? | am not an engineer. | am not

25 terribly technical.
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1 A Sunset Marina is a property where you have two
2 -- well, | amsorry, Sunset Marina is a marina property.
3 It's owned by one group of people, and the residences is
4 a conpletely different conpany -- property owned by a

5 conpletely different set of people. They share -- or

6 shoul d say, Sunset Marina owns the water neter that al

7 t he wat er passes through for that property, currently,

8 so Sunset Marina is billed. The residences and the

9 condos are not bill ed.

10 Q Is it correct that, in order to properly bill,
11 that you are readi ng the water consunption by the 64

12 residential units?

13 A We presently do not neasure the water at the
14 64 individual units today.

15 Q Do you have any intention to do so in the

16  future?

17 A No, we don't. No. Long ago, we did.

18 Q Ckay. And so the water provided to -- that is
19 ultimately provided to the residences is actually

20 nmeasured at the custoner Sunset Marina' s master neter,

21 Is that correct?
22 A Yes, that is correct.
23 Q Ckay. And is Sunset Marina a general service

24 cust oner ?

25 A Yes, they are.
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1 Q Ckay. So do you have access to any of the
2 properties, the residential properties behind that
3 master neter?
4 A We have access rights as it's afforded to us
5 through our tariff.
6 Q Coul d you describe that nore fully for ne,
7 pl ease?
8 A There are certain provisions within our tariff
9 where we can access a property. In those cases, we
10 would access the property. CQutside of those conditions,
11 we don't go on this property.
12 Q Vell, maybe | wasn't clear. Wat | am
13 speaki ng of specifically isn't the Sunset Marina
14 property itself. | nmean the lines that go into the
15 residents -- residential area for Sunset Marina that
16 serves the individual custoners, do you have rights of
17 access to those |ines?
18 A | think we do from our devel oper's agreenent
19 with the custoner, and as well as our tariff.
20 Q s the utility responsible for maintaining
21 those lines if they are damaged or need repair?
22 A No, the utility is not.
23 Q Ckay. To your know edge, can you say who does
24  own those lines, or is responsible for maintaining or
25 repairing themif they are danaged?
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1 A The lines that serve the property's collection
2 system woul d be under a DEP permt, | would presune,

3 when it was built, and there would be a permttee who

4 would then be required to operate and nai ntain that

5 system which is a donestic wastewater collection system

6 under DEP rul es.

7 Q And is the utility the permttee for those

8 i nes?

9 A No, | don't believe the utility is.

10 M5. CRAWFORD: May have | just a nonment, Madam
11 Chai r man?

12 CHAI RMVAN BROWN:  Absol ut el y.

13  BY MS. CRAWFORD:
14 Q Is it correct to say you just stated that you

15 believe the utility has sone right of access to the

16 residential |ines?
17 A Yes. That's correct.
18 Q What is that based on? You said a devel oper

19 agreenent, is it in your tariff?

20 A Yes. In our tariff, there is a provision for
21 property rights and rights of access. The tariff also
22 points to Florida Adm nistrative Code, | believe Chapter

23 25, but all this is stated directly on our tariff sheet.

24 Q Can you cite to ne where in the tariff sheet?
25 A Page nine, original sheet nine section --
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1 Q You have that sheet in front of you, could you
2 read for nme the provision that entitles you access, or

3 rights to those residential |ines?

4 A Section 12, access to premses: "In

5 accordance with rule 25-30.320(2)(f), Florida

6 Admnistrative Code, the custoner shall provide the duly
7 aut hori zed agents the conpany access at all reasonable

8 hours to its property. |If reasonable access is not

9 provi ded, service nay be discontinued pursuant to the

10 above rule.™

11 Q For clarification, you stated that it's the

12 mari na who's the custoner, correct?

13 A Correct.

14 Q So woul d that provision actually apply to the
15 I ndi vi dual residences that are behind the master neter?
16 A That woul d be a question for our |egal

17  counsel .

18 Q Wuld simlarly situated properties, where you
19 have a general service custoner with a master neter that
20 Is the custoner of record for the utility, and service
21 Is provided by the utility to that general service

22 custoner, and then that general service custoner, the

23  water flows fromthat nmaster matter to individua

24 resi dences, do you have other properties simlarly

25 situated |1 ke the Sunset Mari na Residences, Sunset
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1 Marina situation we have just been di scussing?

2 A Sunset Marina and Sunset Marina Residences is
3 a very unique situation. | cannot think of any other

4 ci rcunstance where you have two conpletely different

5 parties sharing a water neter.

6 Al so, beyond sharing a water neter, | am

7 pretty certain that this was built as a single

8 devel opnent, and it was all permtted as one DEP

9 project; therefore, there is one permttee for the

10 entire system This is a unique situation, clearly.

11 Q s it your testinony today that this situation
12 Is different than the situation at issue in Issue 18

13 regar di ng Harbor Shores?

14 A Yes, it's very different than Harbor Shores.
15 Q Coul d you pl ease explain to ne why?
16 A The Har bor Shores situation is we bill single

17 famly residences, 69 of them Each of those residences
18 has their own FKAA water neter, and we only bill the 69
19 units that have single famly residents living in them
20 as their primary residence.

21 Q So the bill from KAWRU goes to each individua
22 resi dence?

23 A The bill goes to -- is in the nanme of the

24 I ndi vi dual residence, care of the honeowner's

25 association, and this was at the request of the
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1 association.

2 Q So the utility doesn't bill the residences

3 directly?

4 A The utility sends the bills to care of the

5 condom nium associ ation, but the bill is in the nanme of

6 the owner of the unit.

7 Q I f the individual residence doesn't pay its
8 bill, who has recourse to that custoner for nonpaynent?
9 A Har bor Shores pays the bill for the 69

10 resi dences.

11 Q Ckay. |If Harbor Shores Condom ni um

12  Association does not pay its bill to the utility, the
13 utility has the ability to term nate service to Harbor

14 Shor es Condom ni um Associ ati on, correct?

15 A Correct.

16 Q Wth notice, of course?

17 A Correct.

18 Q Wul d KAWRU be able to di sconnect individua

19 custoners should they fail to pay their wastewater bill?

20 A Yes.

21 Q Does KWRU have rights of access to the

22 I ndi vidual residential lines in the association?

23 A Yes. Each residence has a cleanout that is

24 accessi bl e.

25 Q And what is this right of access, where is it
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1 granted?

2 A Again, it's in our tariff, and it's in the

3 devel oper's agreenent, and it also points to Florida

4 Statute -- | amsorry, Florida Adm nistrative Code.

5 Q And -- so would it be correct to say that the
6 utility has individual service agreenents with each of
7 these residents?

8 A Yes, | believe we do.

9 Q Ckay. | amjust struggling here, because

10 that's not ny understanding. M understanding is the
11  contract for service is between the utility and Harbor
12 Shores Condom ni um Associ ation, is that not correct?

13 A Yes, that is correct.

14 Q Ckay. So you do not have i ndivi dual

15 agreenents, separate agreenents between the utility and
16  the individual custoners who reside at Harbor Shores

17 Condom ni um Association, is that not correct?

18 A We do not have devel oper agreenents with the
19 I ndi vi dual honeowners in Harbor Shores, that is correct.
20 M5. CRAWFORD: Madam Chair, may have | just a
21 nmoment ?

22 CHAI RMVAN BROWN:  Absol ut el y.

23 BY Ms. CRAWFORD:
24 Q And finally, M. Johnson, | have a few

25 questions about quality of service. And | would like to
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1 refer you, please, to KWRU s responses to staff
2 I nterrogatories nunbers 68 and 69. Those have been
3 identified as Hearing Exhibits 92 and 93.
4 Now, did you author -- let's start with the
5 68, but with regard to both of these responses, did you
6 author them or have oversight over their creation?
7 A Yes, | did.
8 Q So you are famliar with them And to the
9 best of your knowl edge, are they still true and correct?
10 A Yes, they are.
11 Q Ckay. For the response to interrogatory
12 nunber 68, is it correct to state that this shows
13 custoner conplaints filed wwth the Conmm ssion from
14 Cct ober 2010 through Cctober 20167
15 A That's correct.
16 Q To your know edge, have the conplaints
17 reflected in this interrogatory all been resol ved?
18 A Yes, they have been.
19 Q Ckay. And to your know edge, have there been
20 any additional conplaints filed with the Conmm ssi on
21 after Cctober 1st, 2016? To your know edge.
22 A There was a petition from Safe Harbor, which
23 would be the only other one that | can think of that
24  went through the hearings, and was nentioned in the PAA
25 Q Do you know whether that's an active conpl ai nt
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1 wth the Conm ssion?
2 A No, it's not an active conplaint.
3 Q Ckay. So to your know edge, there are

4 currently no active open conplaints at the Conm ssion?

5 A That's correct.
6 Q Very good. Thank you.
7 And if | could refer you next to hearing

8 Exhibit No. 93, which is the utility's response to staff

9 I nterrogatory question 69.
10 And is it correct to state that this
11 I nterrogatory requests a listing of all the conplaints

12 the utility knows to have received directly from
13 custoners or through DEP for Decenber 2010 until

14 Cct ober 1st, 20167

15 A W |ate-filed this. W were waiting for the
16 response fromthe DEP, | believe.

17 Q kay. And when was that filed?

18 A | amnot sure. Very recently.

19 Q Can you confirmwhat date or tinme this was

20 filed? To ny know edge, we don't have this in our

21 possession, but | wll happily stand corrected.

22 CHAl RVAN BROMN:  Counsel , you --

23 MR SMTH. Yeah, it's -- | believe we filed

24 it either Tuesday or Wednesday of |ast week. | can

25 forward on that filing to you. | knowit did cone
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1 inlate. M. Johnson, after receiving the

2 i nformati on, asked him-- the question contained in
3 there, | amsure he can answer it to supplenent the
4 record.

5 CHAI RMAN BROWN:  Ms. Crawford.

6 M5. CRAWFORD: O course, having not seen it,
7 I wll be happy to |look at the update. | wll ask,
8 if it's all right, just a few questions regarding
9 the nature of this question and the information it
10 seeks to elicit, just very generally.

11 CHAI RVAN BROWN:  Woul d you like do that, or

12 woul d you like to take a five-m nute break?

13 M5. CRAWFORD: Actually, | don't need the

14 information particularly in front of nme to ask a
15 few questions. | would |Iike, perhaps, to have

16 permssion to, if | have additional followup, to
17 perhaps ask in rebuttal so |I'mnot holding up the
18 proceeding, if that's agreeable to counsel.

19 CHAI RMVAN BROWN:  Counsel ?

20 MR SM TH. Yeah, we have, obviously, no

21 objection, and | amgoing to get this to her

22 I mredi at el y.

23 CHAI RMVAN BROWN:  Thank you.

24 Ckay, Ms. Crawford.

25 BY M5. CRAWFORD:
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1 Q Just a few quick questions, then. | won't
2 bel abor.
3 You responded initially in this response that
4 you say you have since updated that you would update it,
5 and that you were having difficulty obtaining a | og of
6 conplaints fromDEP, is that correct?
7 A W were being asked to represent how nmany
8 conplaints were received by the DEP. So we contacted
9 the DEP, and we asked themthe question point blank, how
10 many conplaints did you get during the period? The
11 problemis the DEP has a brand new conpl ai nt checker.
12 It's been in service for about a year. So they can tell
13 you the nost recent conplaint. But to go back into the
14 records and to get the conplaints all the way back to
15 Decenber 2010, that was very difficult for them
16 We put a request in. W spoke to the head of
17 the south district office. W got put to an
18 adm nistrative person, and eventually we got the
19 information e-nmailed to us. | can testify to what that
20 information is, but we did receive that, and that's the
21 reason for the late filing.
22 Q Ckay. And let ne ask you again, relating to
23 this interrogatory response, the response al so asked for
24 a listing of conplaints the utility received directly
25 fromcustoners from Decenber 2010 until Cctober 2016.
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1 Has the utility provided a list of such conplaints in
2 this proceeding?
3 A Yes, our |late-filed had those in as well.
4 M5. CRAWFCORD: All right. | think that's all
5 I have for now. Thank you.
6 CHAI RMAN BROWN:  Thank you, Ms. Crawf ord.
7 Conmmi ssi oners?
8 Redi rect ?
9 What, M. Sayler?
10 MR, SAYLER: Regarding ny Exhibit 84 earlier,
11 whi ch we were going to defer to rebuttal, the
12 guestions regarding the utility's response, | was
13 able to find in that CAJ-4 the instances that
14 correspond to this letter. At your pleasure, do
15 you want nme to ask himnow, or wait until rebuttal ?
16 | whether defer to your w sdom and judgnent.
17 CHAI RMAN BROWN:  Now is definitely not proper,
18 so we wll have to wait on rebuttal.
19 So we are on redirect.
20 MR. SM TH: Thank you.
21 FURTHER EXAM NATI ON
22 BY MR SM TH:
23 Q And, M. Johnson, | amgoing to take this
24 probably in reverse chronol ogi cal order, the questions
25 you were asked.
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1 As to Sunset Marina and Sunset Marina

2 Resi dences, do the individual residences have FKA

3 met er s?

4 A No, they do not.

5 Q Do the individual residences at Harbor Shores

6 have FKA neters?

7 A Yes, they do.
8 Q M. Wight brought up testinony about the
9 utility's bottomline from 2009 noving forward. [If you

10 recall, did the utility make a profit in 2009?

11 A No, | don't believe they did.

12 Q What about 20107

13 A No, | don't believe they did.

14 Q 20117

15 A No.

16 Q 20122

17 A No.

18 Q 20137

19 A No.

20 Q And what about 2014, the rate -- the test

21  year?

22 A That was the only year.

23 Q There were sone questions that were asked by
24 M. Sayl er about BB&T inputing a nanagenent fee into a

25 loan. | would like to turn you to staff's Exhibit 49,
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1 whichis staff's first set of interrogatories to KWRU
2 And specifically, you are going to go to staff's

3 | nterrogatory nunber 20.

4 CHAI RMAN BROWN:  Can you repeat what exhibit
5 t hat was?

6 MR SMTH It is staff's Exhibit 49.

7 CHAI RMAN BROWN:  Ckay. Thank you.

8 MR SMTH And the interrogatory specifically
9 i's interrogatory nunber 20.

10 CHAI RMVAN BROWN:  We've got it.

11 MR SMTH It's the interrogatory, it's the
12 actual questi on.

13 BY MR SM TH:

14 Q If you can just turn to that interrogatory.
15 A What nunber is that?

16 Q Nunmber 20.

17 A Got it.

18 Q Okay. Can you read that interrogatory?

19 A Pl ease refer to page five, lines five through
20 25, and page six, lines one through 11, supporting the
21 i nclusion of the $60, 000 annual expense for managenent
22 services provided by Geen Fairways, Inc. Please |ist
23 the ownership interest of all sharehol ders whom are al so
24  shareholders in Ws Uilities, and/or receive

25 conpensation from KAWRU as a director, officer or
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1 enpl oyee. Please |list the conpensation received by any
2 directors, officers or enployees of G een Fairways who
3 are also shareholders in W5 Utilities, or receive
4 conpensation from KWRU as a director, officer or
5 enpl oyee, along with the estimate of the average of tine
6 spent working for G een Fairways each week.
7 Q Are you reading the correct one? That's not
8 the --
9 CHAl RVAN BROMWN:  That's not what | got, but
10 that was very interesting information. Thank you.
11 THE W TNESS: 49?
12 BY MR SM TH:
13 Q 20 -- nunber 20. In Exhibit 49, nunmber 20.
14 Exhibit 20 -- interrogatory nunber 20.
15 MR SMTH |If | may approach just to help him
16 get the right page.
17 CHAl RMAN BROWN:  Please. M. Smth, are you
18 getting there?
19 MR SMTH Yes. And this is actually the
20 | ast questi on.
21 MR, SAYLER: Madam Chair, | believe he is
22 asking redirect on our question, which was, is
23 there anything in the | oan docunents as it rel ates
24 to a three- to five-percent managenent fee.
25 CHAI RMAN BROWN:  That's right.
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1 MR SMTH. Correct. Let ne wthdraw that

2 guestion and ask a nore generic question.

3 BY MR SM TH:

4 Q M. Johnson, did you provide in response to

5 the interrogatories docunentation of a managenent fee

6 | mput ed by BB&T in | oans?

7 A | have it in front of nme. Yes, | did.

8 Q Ckay. And can you read off the portion of

9 t hat BB&T docunent regardi ng managenent fees?

10 A It's a letter of August 26th, 2016, regarding
11 W5 Uility, Inc. And it says: "This letter also

12 represents confirmation that BB&T included a nmanagenent
13 expense of 60,000 in the underwiting of the nost recent
14 $1 mllion loan to the utility." It's signed by J.

15 Hal | , BB&T.

16 MR, SAYLER. And we woul d object for hearsay,
17 | ack of foundation. It's -- it's a hearsay

18 docunent .

19 CHAl RVAN BROMN: Mary Anne.

20 MR SMTH |If we nmay, the business exception
21 rule woul d apply.

22 CHAl RVAN BROMN: Mary Anne.

23 MR. SM TH. Busi ness records, | apol ogi ze.

24 MR, SAYLER: It's not a business record of the
25 utility.
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1 CHAI RMAN BROWN:  Ckay -- for a nonent, please.
2 M5. HELTON:. | apol ogi ze, Madam Chairnman, | am
3 trying to get acclimted here to the exhibits.
4 | am assum ng that are objecting to, M.
5 Sayl er, the BB&T docunent that's addressed to whom
6 It may concern?
7 MR, SAYLER  Yes, ma'am
8 CHAI RVAN BROMWN:  It's Exhibit 49, rog 20.
9 MR, SAYLER. And we woul d al so object to the
10 characterization in the interrogatory response
11 subpart (d) to that question as well.
12 CHAI RMAN BROWN: Ckay. There is an objection
13 on the floor as hearsay.
14 M5. HELTON: Madam Chairman, if the objection
15 I's hearsay, nmy recomendati on would be to allow the
16 exhibit in, see if it's collaborated with -- by
17 ot her non- hearsay evidence in the record, unless we
18 could show that there is an exception to the
19 hearsay rule that applies and then give it the
20 wei ght that it's due.
21 CHAI RMAN BROWN:  Thank you. | knew you were
22 going to say that.
23 Al right. Objection overruled at this tine.
24 MR, SAYLER:  Thank you.
25 MR. SM TH: Thank you. | have no further
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10
11
12
13 into
14
15
16
17
18
19
20
21
22
23
24

25

guesti ons.

CHAI RMAN BROWN:  Ckay. Thank you.

Now noving on to exhibits. The utility, you
have Exhibits 6 through 13 for this w tness.

MR SM TH: Yes.

CHAI RVAN BROAN:  Move themin?

MR SMTH: | would nove those into evidence.

CHAI RMAN BROWN:  Any objection to noving in
si x through 13?

Seei ng none, we wll go ahead and nove si X
through 13 into the record.

(Wher eupon, Exhibit Nos. 6-13 were received
evi dence.)

CHAI RVAN BROMN:  Publ i ¢ Counsel, you have
got --

MR. SAYLER: | would like to nove Exhibit 83,
the redacted version. And then when it cones to
rebuttal testinmony, | will see if |I can lay the
foundation for 84 by corresponding it to his direct
testinony. And | appreciate the |atitude.

CHAl RVAN BROMN:  Fair enough. And | have got
a note on that.

Any objection to the redacted BB&T | oans
comng into the record, Exhibit 83?

MR SMTH. May have | one nonent?
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1 CHAI RVAN BROWN:  Yes.

2 MR SMTH W certainly don't have an

3 obj ection, but we do believe that's collaboration
4 necessary for that letter.

5 CHAI RMVAN BROWN:  All right. Well, as to 83,
6 we wll go ahead and nove that into the record as
7 long as it's the redacted version.

8 (Whereupon, Exhibit 83 was received into

9 evidence.)

10 CHAI RMAN BROWN:  And going on to -- and we

11 will hold off on 84.

12 County, you have got 85 and 86. Wuld you

13 li ke to nove those in?

14 MR VWRI GHT: Yes, nma'am

15 CHAl RVAN BROMN: Ckay. Seeing no objection,
16 we wll nove 85 and 86 in.

17 (Wher eupon, Exhibit Nos. 85 & 86 were received
18 I nt o evi dence.)

19 CHAI RMVAN BROWN:  Al'l right. M. Aktabowski,
20 really 89 was the only exhibit that you used.

21 Wul d you like to nove that into the record?

22 M5. AKTABOWBKI: Sure. Yes.

23 CHAI RMAN BROWN: Ckay. Any objection to

24 nmovi ng 89 in?

25 MR SMTH:. Yes, we have an objection.
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10

11

12

13

14  evidence.)

M. Johnson stated that he does not recognize the
docunment, and that he woul d not receive that
docunent. He very clearly stated that what he
receives is a billing file of all the billings in
the master file. He was not aware of this
docunent, or had any know edge of the docunent.
CHAI RVAN BROWN:  But Ms. Akt abowski went
t hrough a whole line of questioning on it
thereafter, and he was able to identify and explain
sone of the questions that she had on there. So
for those reasons, | will allowit into the record.
W will go ahead and nove that inform

(Whereupon, Exhibit No. 89 was received into

15 CHAI RMAN BROWN:  Staff, you have got Exhibit
16 92 and 93.

17 M5. CRAWFCORD: Yes, ma'am And we would |ike
18 those admtted. | would note, just for

19 conpl eteness of the record, that those are actually
20 captured el sewhere in the staff Conposite Exhibit
21 No. 53, but since that has not yet been noved into
22 the record, perhaps just to be in abundance of

23 caution --

24 CHAl RVAN BROMN:  Yes.

25 M5. CRAWFORD: -- let's go ahead and nove in
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1 92 and 93, pl ease.
2 CHAI RMAN BROWN:  Thank you. And that wll be
3 nmy preference noving forward, too.
4 Any obj ection?
5 MR SMTH  And we have no objection, but we
6 wi Il make sure that she has that suppl enent
7 informati on that was provided that she didn't have,
8 because that will fully formthat one
9 I nterrogatory.
10 CHAI RMAN BROWN:  Yes, Ms. Hel ton.
11 M5. HELTON: So when are we going to have that
12 suppl enental i nformation?
13 MR SMTH | e-mailed ny office right now
14 just to show when did they file this? | thought it
15 was filed, |ike, Tuesday or Wdnesday of |ast week.
16 M5. CRAWFORD: 1've -- just to |let you know,
17 we have conferred with Ms. Mapp, who has been kind
18 of the primary recipient on our discovery, and al so
19 with staff. | don't believe they have that
20 docunent available, so | certainly look forward to
21 getting a copy, if it's available.
22 MR SMTH  Okay. And certainly, that would
23 be an oversight if that was the case.
24 M5. HELTON: And hopefully it wll be by the
25 time that M. Johnson takes the stand again for
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1 rebuttal ; otherw se,

2 getting that into the record.
3 CHAl RVAN BROMWN:  And |

4 the docket file right now, so

5 MR. SM TH:. Yeah, and that would be an

6 oversight if that didn't occur. W were waiting on
7 that information, obviously, to file it.

8 CHAl RVAN BROMN. Ckay. W are going to go

9 ahead right now and nove in Exhibits 92 and 93 into
10 t he record.

11 (Wher eupon, Exhibit Nos. 92 & 93 were received
12 I nt o evi dence.)

13 CHAI RMAN BROWN:  Al'l right. Wuld you |ike

14 this witness nonentarily excused?

15 MR. SM TH:  Yes, please.

16 CHAI RMVAN BROWN:  Okay. W will see you

17 hopeful |y tonorrow norni ng.

18 (Wtness excused.)

19 CHAI RMAN BROWN:  Ckay. Thank you.

20 Your next witness is M. Frank Seidman. Oh,
21 l"'mso -- yes, that's right.

22 THE WTNESS: | believe M. Seidman was

23 earlier sworn in, too.

24 MR, SAYLER: Madam Chair, which one from

25 Har bor Shores was noved in?

t hi nk we have sone probl ens

don't see anything in
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1 CHAl RVAN BROWN:  Exhi bit 89.
2 MR, SAYLER: Al right. Thank you.
3 M5. HELTON: And, Madam Chairnman, just to nmake
4 sure the record is clear on Exhibits 92 and 93, |
5 don't think those should be shown as suppl enent ed
6 until we actually have the suppl enents.
7 CHAI RVAN BROAWN: No. W are not. W are just
8 goi ng ahead and noving themin right now as is.
9 And when we get the supplenent, we can append it,
10 or add a new exhi bit nunber.
11 Al right. M. Smth, you have the fl oor.
12 MR FRIEDVAN: My turn.
13 CHAI RMAN BROWN:  Now it's M. Friedman.
14 MR FRIEDVAN: My turn.
15 Wher eupon,
16 FRANK SEI DVAN
17 was called as a wtness, having been previously duly
18 sworn to speak the truth, the whole truth, and nothing
19 but the truth, was exam ned and testified as foll ows:
20 EXAM NATI ON
21 BY MR FRI EDVAN:
22 Q M. Seidman, did you prefile testinmony in this
23  docket?
24 A Yes, | did.
25 Q And if | asked you the questions in your
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114 W. 5th Avenue, Tallahassee, FL 32303

1 prefiled testinony, would your answers remain the sanme?
2 A My answer would be the sane in prefiled
3 testinony. | did have a change to ny exhibit.
4 Q All right. Wuld you point out where that
5 change is?
6 A | don't know the nunbering on this. It was --
7 It was FS-2 when | filed it. [It's a one-page exhibit.
8 Q That woul d be Exhibit 15.
9 A It says Schedule F-10 on it. And at the
10 bottomof it, there is a boxed area that says
11 conparative calculations of Uand U On the side of
12 that box, it says, gromh for PAA 5.86 percent. It
13 shoul d say 5. 78.
14 CHAI RMAN BROWN:  You need sone water, sir? W
15 have wat er.
16 THE WTNESS: | am okay.
17 CHAI RMVAN BROWN:  Ckay.
18 THE W TNESS: Coul d you under st and what
19 sai d?
20 CHAI RVAN BROWN:  No.
21 THE WTNESS: The exhibit in the boxed area
22 says 5.86 percent. It should say 5.78.
23 CHAI RMVAN BROWN:  Thank you.
24 BY MR FRI EDVAN:
25 Q M. Seidman, would you like to --
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

premier-reporting.com



187

1 MR. FRIEDVAN: Let ne nove his prefiled

2 testinony into evidence.

3 CHAI RMAN BROWN:  Seei ng no objection, we wll
4 go ahead and nove M. Seidman's prefiled direct

5 testinony into the record as though read.

6 MR, FRI EDMAN: Thank you.

7 (Prefiled testinony inserted into the record

8 as though read.)

10
11
12
13
14
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16
17
18
19
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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.

State briefly vour educational background and experience.

I hold the degree of Bachelor of Science in Electrical Engineering from the University of
Miami. | have also completed several graduate level courses in economics at Florida State
University, including public utility economics. | am a Professional Engineer, registered to
practice in the state of Florida. 1 have over 40 years of experience in utility regulation,
management and consulting. This experience includes nine years as a staff member of the
Florida Public Service Commission (FPSC), two years as a planning engineer for a Florida
telephone company, four years as Manager of Rates and Research for a water and sewer
holding company with operations in six states, and three years as Director of Technical
Affairs for a national association of industrial users of electricity. | have been providing rate
and regulatory consulting services in Florida for over 30 years. Specifically, with regard to
the water and wastewater industry, | have participated in the preparation and presentation of
numerous rate cases, most of which were considered by the Florida Public Service
Commission. | have also prepared cases before the Sarasota County Commission. Many of
the cases before the FPSC were made final through the Proposed Agency Action procedures;
others went to public hearing in which I presented direct and/or rebuttal testimony. | have
prepared or participated in the preparation of all phases of water and wastewater financial,
rate and engineering sections of the Minimum Filing Requirements (MFRs), including used
and useful. T have also participated in most of the water and wastewater rulemaking

procedures before the FPSC. | have also prepared several original cost studies accepted by

this Commission in setting rates.
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Have you previously appeared and presented testimony before any regulatory bodies?
| have prepared and presented expert testimony in the areas of regulatory accounting, rate
regulation and used and useful, regulatory agencies, including the Florida Public Service
Commission, Charlotte, Collier, Hillsborough, and Sarasota Counties.

On whose behalf are you presenting this testimony?

I am presenting this testimony and appearing on behalf of K W Resort Utilities Corp.
(KWRU), the applicant for rate increase in the present docket.

What is the purpose of your direct testimony?

The purpose of my direct testimony is to present information supporting the used and useful
analysis and schedules of the MFRs for the existing and proforma plant.

Are you sponsoring any exhibits?

Yes, | am sponsoring three exhibits. The used and useful schedules in MFR Volume | -
Financial, Rate and Engineering as originally filed in the PAA case, with certain schedules
revised in response to data requests, which is Exhibit DDS-1. Exhibit FS-1 contains a
summary of my experience and expertise in utility rates and regulation in Florida. Exhibit
FS-2 is Schedule F-10 with a comparison of the correct calculation of the 5 year growth
projection compared to that in the PAA Order.

In developing your used and useful analysis for existing and pro forma plant, did
you follow recognized guidelines?

Yes. As applicable, I followed the guidelines of Florida Public Commission Rule 25-
30.432. In addition, I relied on concepts and considerations of the Florida Public Service
Commission that were developed over the approximately 40 years that I have been
analyzing used and useful for utilities in Florida.

In the course of preparing vour used and useful analysis, did you receive input from

any utility personnel?
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Yes. I requested and received input from Mr. Barton Smith and Mr. Christopher Johnson,
Director and President of KWRU, respectively, as well as other staff of the utility. I also
consulted with Mr. Ed Castle of Weiler Engineering, the primary engineer for the
expansion and upgrading of the KWRU plant facilities.

Did you visit the physical facilities of KWRU?

Yes. In March, 2015, I made a personal inspection of the all of the existing facilities of
KWRU, discussed the expansion and modifications to be made to the treatment and
disposal facilities, and toured the whole service area, including those locations where new
or expanded service had been applied for or was planned to be applied for, pending the
expansion of the treatment and disposal facilities.

Did you find any additional support for your opinion that the pro forma plant will be
100% used and useful?

Yes. In the Last Stand litigation one of the principal issues was the needed capacity of the
plant expansion. Based upon testimony presented, the DEP accepted the Hearing Officer’s
findings of fact that the KWRU system will be built out between 2018 and 2020, and that
849 MGD AADF was the appropriate design capacity. The persons protesting the DEP
permit argued that the capacity needed exceeded 1| MGD. This substantiated the findings of
and projections formulated by the design engineer on which the construction permit was
based.

Do you find any inconsistencies in methodology used the Commission in the PAA Order
as compared to the methodology the Commission used in KWRU's last rate case?

Yes. In the last case, the Commission did not only utilize the simple mathematical calculation
required in the MFR filing, but also considered the other factors contemplated in Section

367.081, Florida Statutes and PSC Rule 25-30.431. The Commission recognized the

uniqueness of the location of the WWTP. In the prior rate case, KWRU was at 68% capacity
4
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1 utilizing the simple mathematical formula. However, the Commission recognized that
2 KWRU had committed 1,500 ERCs to Monroe County, of which over 1,000 had connected,
3 meaning less than 500 ERCs were committed that had not been connected. The reuse and
4 County mandate to connect were taken into account in the prior rate case in the consideration
5 that the WWTP be considered 100% used and useful. Those facts have not changed and
| 6 should also be considered in the current rate case. In this rate case, following that precedence,
7 KWRU provided evidence that several hundred ERCs were contracted for but not yet
8 connected. With so many similarities between the capacity analysis in the last case, a similar
9 determination should be made in the current case which results in a 100% used and useful. It
10 would be a bad regulatory practice to for the Commission to ignore in this case, the same
14 factors it found so relevant in the prior case.
2 4. Do vou agree with the manner by which the PAA Order addressed the allowance for
13 S year growth?
14 A. No. Even if the Commission does not accept my opinion that the pro forma plant is 100%
il used and useful, the Commission should correct the miscalculation of the 5 year growth
16 allowance. In Exhibit FS-2 | have set forth the correct calculation, comparing it to the
17 miscalculation. Thus, even of the Commission follows the methodology in the PAA Order
18 for calculation the used and useful for the pro forma plant the used and useful amount should
19 be 76.42%
20 0 J Does that conclude your direct testimony?

21 A. Yes, it does.
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1 BY MR FRI EDVAN:

2 Q M. Seidman, do you have a short summary of

3 your testinony?

4 A Yes, very short, since the testinony was

5 pretty short.

6 My nane is Frank Seidman. | amwth

7 Managenent and Regul atory Consultants, and | am here on

8 Dbehalf of the applicant.

9 The purpose of ny direct testinony is to

10 present information supporting the use and useful

11  analysis and to sponsor the engineering, or the F

12 schedul es portion of the MFR  These schedul es were

13 prepared by nme based on information provided by the

14 utility. And the conclusion of the schedules is that
15 all plant and service is 100 percent used and useful.
16 | al so address what | see is an inconsistency
17 in the PAA order that -- regarding the Conm ssion's

18 calculation of used and useful. In the PAA order the
19 Comm ssion found that a full 7.06 percent growth rate
20 shoul d be allowed, and that treatnent facility should be
21 72 percent used and useful.

22 In reviewing the calculations |I determ ned

23 that only a 5.78 growh rate, rather than the full 7.06
24 percent was used; and that had the 7.06 percent growth
25 rate been used, the used and useful factor using the
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1 staff's nmethod would be 76.4 percent.

2 That concl udes it.

3 CHAI RMAN BROWN:  Thank you.
4 Staff.

5 EXAM NATI ON

6 BY Ms. MAPP:

7 Q Good afternoon, M. Seidman.
8 A Good afternoon.
9 Q Coul d you please reach into the large white

10 bi nder and pull out the conprehensive exhibit |ist that

11 shoul d be in the pocket or front side? Yes.

12 Can you please turn with nme to exhibit |ine
13  No. 567?

14 A Yes.

15 Q And turn to No. 58, and review the title of

16 58.

17 A 687?

18 Q 50 -- five, eight. That's on page seven.

19 A Yes, | see those.

20 Q And No. 60, and No. 62. Turn the page for No.

21 65 and No. 67.
22 A Ckay.
23 Q These docunents were indicated that you
24  prepared part of the responses, or that they were

25 prepared under your direction or control. |Is this
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1 accurate?
2 A
3 responses
4 Q
5 best of vy

6 A Yes.

7 M5. MAPP: Thank you.

8 CHAI RMAN BROWN:  Thank you.

9 M. Friedman, tender the w tness?

10 MR. FRI EDVAN:.  Absol utely.

11 CHAI RMAN BROWN:  Ckay. Cross, beginning with
12 Public Counsel, M. Sayler.

13 MR. SAYLER:  Good afternoon, Madam Chair man,
14 Conmmi ssi oner s.

15 FURTHER EXAM NATI ON

16 BY MR SAYLER

17 Q
18 A
19 Q

20 experienc

21 How many years, approximtely?

22 A

23 Q
24 Engi neer

25 A

It's accurate that | prepared part of the
, yes.
And are the responses true and accurate to the

our know edge and belief?

M. Seidman, how are you doi ng today?
| am good.
| have a few questions related to your

e. You have been doing this a long tine, sir.

Do have | to say it? 50 years.
And you are al so designated a Professional
in the State of Florida, is that correct?

| am That's correct.
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1 Q And in your years, have you designed water and
2 wastewater treatnent plants or systens?

3 A No, ny specialty in engineering is electrical.
4 Q El ectrical engineering. And so if it's -- if

5 your specialty is in electrical engineering, how

6 famliar are you with the DEP rules as it relates to

7 water and wastewater?

8 A Not very.

9 Q And approxi mately when did you start

10 testifying in PSC matters? You said in the |ast 50

11 years? Let ne -- let ne strike that question.

12 Now fam -- you are famliar with the PSC rul es
13 and statutes as it relates to the used and useful

14  category, correct?

15 A Yes.

16 Q And you have testified or provided regul atory

17 support for many investor-owned utilities as it relates

18 to their used and useful cal cul ations, correct?

19 A Yes. That's correct.

20 Q And we can see that on your first exhibit that
21 contains all the cases that you have participated in,

22 correct?

23 A Yes. That's right.

24 Q And in all those years that you have been

25 doi ng this, have you seen any instances where the
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1 Conmi ssi on nade a determ nati on on environnental

2 conpl i ance costs?

3 A Yes.

4 Q In your direct testinony, are you testifying

5 related to environnental conpliance costs?

6 A Maybe | am m sunderstanding. | amfamliar

7 where the Conm ssion has taken into consideration

8 environnental matters in what they have done. The

9 costs, | amnot testifying to that.

10 Q You woul d agree, if DEP requires a utility to
11 construct a plant a certain way, then it's all rel ated
12 to protecting the environnent; is that correct?

13 A The Departnent of Environnental Protection's
14 job is to protect the environnent, so, you know, in the
15 broad sense, yes.

16 Q Al right. Please turn to page -- bottom of
17 page four, top of page five of your direct testinony.
18 A Ckay.

19 Q And there, you testify regarding the

20 Comm ssion's determination in the |last rate case that
21 the existing wastewater treatnent was 100 percent used
22 and useful; is that correct?

23 A Correct. Yes.

24 Q And on page -- or excuse ne, line five and

25 si X, you say that those facts have not changed, and
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

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



197

1 should be considered in the current case?

2 A That's correct.

3 Q And when you nean the current case, you are

4 tal king about the current existing wastewater treatnent
5 pl ant, correct?

6 A | amtal ki ng about this docket.

7 Q Are you tal king about the expanded capacity,

8 or are you tal king about the current capacity of 500, 000

9 gallons per day?

10 A | am tal ki ng about the whol e package.

11 Q And t he whol e package consist of ?

12 A 850, 000.

13 Q Al'l right. And on lines one, two and three,

14  one of the bases that the Conm ssion found that it

15 shoul d be 100 percent used and useful was that Monroe
16 County had prepaid for about 150 -- or excuse ne, 1,500
17 ERCs; is that correct?

18 A That's correct.

19 Q And at that tinme, in that case, about a

20 thousand had been connected to the system correct?

21 A At the tine of the | ast case?
22 Q Yes.
23 A | believe so. | would have to | ook back and

24 check it.

25 Q Al'l right. To your know edge, in the |ast
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1 seven or eight years, since the |last rate case, have all
2 the remai ni ng 500 ERCs connect, to your know edge?
3 A | am not sure.
4 Q To your know edge, would any of those 500 ERCs
5 that were not currently connected, if they tried to
6 connect, would they be able to?
7 A To ny know edge, vyes.
8 Q So your testinony is, to your know edge, you
9 think the utility can still connect sone custoners to
10 Its existing wastewater systenf
11 A Yes.
12 Q If, for sonme reason, those ERCs, those
13 custoners could not connect, they would be able to
14  connect once the new wastewater treatnent plant went
15 into service, correct?
16 A | woul d assune so.
17 Q kay. Thank you very nuch.
18 MR, SAYLER: No further questions.
19 CHAI RMAN BROWN:  Thank you, M. Sayler.
20 M. Wight.
21 MR WRIGHT: | don't have any questions for
22 M. Seidman. Thank you.
23 CHAI RMVAN BROWN:  Thank you.
24 Ms. Akt abowski .
25 M5. AKTABOWSKI: | don't have any of questions
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1 for M. Seidman. Thank you.

2 CHAI RMAN BROWN:  Thank you.

3 Staff.

4 M5. MAPP: Yes, | just have one clarification.
5 EXAM NATI ON

6 BY Ms. MAPP:
7 Q Can you please turn to the exhibit attached to

8 your direct testinony, FS-2, page one of one?

9 A Yes.
10 Q This is the exhibit that you earlier nade a
11 nodi fication to. | was unable to detect exactly where

12 on the page, or the nunbers that you were speaking of.

13 Can you pl ease go through that again for ne?

14 A Were the change is?
15 Q Yes.
16 A At the bottom of the page, there is a boxed

17 area, and on the left of it, there is a statenent that

18 says, growth per PAA, and in parentheses, it says 5. 86.

19 It should say 5.78. It's just a m nor change.

20 Q Okay. Thank you.

21 M5. MAPP: No further questions.

22 CHAI RMVAN BROWN:  Thank you.

23 Redi rect ?

24 MR. FRIEDVAN. No redirect, and we woul d nove

25 his exhibits into evidence.
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5 into

10
11
12
13
14
15
16
17
18
19
20
21

22

23 Wher eupon,

24

25 was called as a witness, having been previously duly

CHAl RVAN BROMN.  Seeing no objections, we wll
go ahead and nove Exhibit 14 and 15 into the
record.

(Wher eupon, Exhibit Nos. 14 & 15 were received
evi dence.)

CHAl RVAN BROMWN:  And, M. Sei dnan, woul d you
li ke to be excused, nonentarily?

THE WTNESS: Monentarily.

CHAI RVAN BROAWN: W will see you agai n.

THE W TNESS: See you tonorrow.

CHAl RVAN BROMN:  See you tonorrow, maybe
t oni ght.

(Wtness excused.)

CHAI RMVAN BROWN:  All right. M. Swain is the
next w tness you have.

MR. FRIEDVAN. That's correct.

CHAI RMAN BROWN:  Ckay. | believe she was
sworn in.

THE W TNESS:  Yes.

CHAI RMVAN BROWN: Wl conre.

THE WTNESS: Thank you.

CHAI RVAN BROMAN:  Ckay.

DEBORAH D. SWAI N
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1 sworn to speak the truth, the whole truth, and nothing
2 but the truth, was exam ned and testified as foll ows:
3 EXAM NATI ON

4 BY MR FRI EDVAN:

5 Q Ms. Swain, did you prefile testinony in this
6 case?

7 A Yes, | did.

8 Q If | asked you the questions in your prefiled

9 testi nony, would your answers renain the sane?

10 A Yes, they woul d.

11 Q You have no corrections or changes at all?
12 A Not to ny direct testinony.

13 MR. FRIEDMAN. | would like to ask that her
14 testinony be inserted into the record as though
15 read.

16 CHAl RMVAN BROWN:  We wi || go ahead and insert
17 into the record as though read Ms. Swain's prefiled
18 di rect testinony.

19 MR, FRI EDMAN:  Thank you.

20 (Prefiled testinony inserted into the record

21 as though read.)
22
23
24

25
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1 BY MR FRI EDVAN:
2 Q Ms. Swain, do you have a short sunmary of your
3 testinony?
4 A Yes, | do. Alnost as short as M. Seidman's.
5 My nane is Deborah Swain with Mlian, Swain &
6 Associates. | have been providing regulatory accounting
7 services to the water and sewer industry since 1977.
8 You do the math.
9 The purpose of ny direct testinony is to
10 present information supporting the original mninmm
11 filing requirenents, volune one, which is the financi al
12 conponent, which contains also the F schedul es, which
13 were not prepared by nme. They were prepared by
14 M. Seidman, so that part is his. | also prepared
15 subsequent revisions to sone of those schedul es, and
16 also provided additional exhibits to reflect updated pro
17 forma information. These schedul es were prepared by ne
18 based on information, of course, provided by the
19  utility.
20 | al so address that, since the antici pated
21  construction conpletion date is virtually right around
22 the corner, that the final rates will be inplenented
23 probably after those facilities are conpleted, so
24  therefore, the rates should be inplenented in a single
25 phase.
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1 | al so address the cal culation of working

2 capital in the PAA, which did not include all the

3 conponents of the working capital on the conpany's books
4 and records, and | provided the updated cost of the Last

5 Stand litigation. That's it.

6 Q Thank you.

7 MR, FRI EDMAN:.  Tender Ms. Swain for

8 Cross- exam nati on.

9 CHAI RMAN BROWN:  Just a nonent. First we wll
10 have staff.

11 M5. MAPP: Thank you. Yes.

12 EXAM NATI ON

13 BY M5. NAPP:

14 Q Can you please turn to review Exhibit No. 56,
15 No. 58, No. 60, 62, 65 and 677

16 A Yes.

17 Q And have you had an opportunity to review

18 those?

19 A Yes.

20 Q Were these -- did you provide responses to
21 these interrogatory nunbers, or were they produced under
22 your direction or control?

23 A They were prepared, in part, directly by ne.
24 Q And are they true and accurate to the best of

25 your know edge and belief?
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1 A Yes, they are.

2 M5. MAPP: Thank you.
3 CHAI RMAN BROWN:  Thank you. Now.
4 MR. FRIEDVAN. Now, | tender Ms. Swain for
5 Cross-exam nati on.
6 CHAI RMAN BROWN:  Thank you.
7 M. Sayler.
8 MR, SAYLER: Yes, Madam Chair. | do have a
9 coupl e exhibits to staff for passing out.
10 CHAI RMAN BROWN:  Thank you.
11 MR, SAYLER: | don't need these identified at
12 this tine, because | nmay not need to mark all of
13 t hem
14 CHAl RVAN BROMWN: That's good. Just so you
15 know, we will be starting at 94.
16 MR, SAYLER:  Thank you.
17 And again, when it relates to these
18 Cross-exam nation exhibits, we would ask that there
19 be no peaking in case we need themor don't need
20 t hem
21 CHAI RMVAN BROWN: Ckay, Ms. Swain?
22 THE W TNESS:  Yes.
23 CHAI RMVAN BROWN:  Thank you.
24 MR, SAYLER: Al right.
25 EXAM NATI ON
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1 BY MR SAYLER:

2 Q Ms. Swain, would you turn to page three of

3 your direct testinony?

4 A Ckay.

5 Q And you state that your Exhibit DDS-2 contains
6 schedul es refl ecting updated costs for pro fornma

7 projects, rate case expense, and other adjustnents as a
8 result of your testinony and those of the other

9 wtnesses in this case; is that correct?

10 A That's correct.

11 Q Al right. And that's as it relates to the
12 post protest portion of this case?

13 A Yes. That's correct.

14 Q And your DDS-1 contains your schedules as it

15 relates to the PAA portion of the case?

16 A Correct.
17 Q And in your sunmary, you shared that you --
18 It's your opinion that the plant expansion will go into

19 service sonetine in the first quarter of 20177

20 A That's what the utility has indicated to ne.
21 Q And you woul d agree that the vacuumtank is
22 schedul ed to be placed in service, assum ng no hiccups,

23 I n Decenber of this year?

24 A | have been told Decenber, or shortly
25 thereafter -- very shortly thereafter.
Premier Reporting (850) 894-0828 Reported by: Debbie Krick

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



210

1 Q Al right. And in your direct testinony on

2 that page, it is your opinion that the Conmm ssion should
3 only consider a one-phase rate increase because the

4 final rates will be placed into service around the sane
5 tinme the plant goes into service; is that correct?

6 A That's correct.

7 Q You woul d agree that the Conm ssion -- excuse
8 me, you woul d agree that the conpany has al ready

9 I npl enmented the Phase | rates that was approved in the

10 PAA order which was protested, correct?

11 A Yes. That's right.

12 Q And was that in April of this year?

13 A That's correct. That's ny understandi ng.

14 Q Do you have the exact date, do you know that,

15 or would that be a question for M. Johnson?

16 A You woul d have to ask M. Johnson. | don't

17 have t he exact date.

18 Q And you woul d agree that the PAA order that

19 was protested included pro fornma adjustnents for

20 expenses that were to reflect the |level of treatnent

21  when the plant expansion is placed into service; is that

22 correct?

23 A Correct.

24 Q And you woul d agree that the PAA Phase | rates

25 | npl enented are held subject to refund?
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1 A That's right.
2 Q And if the PAA ordered Phase | revenue
3 requi renent was hi gher than any post protest Phase |
4 revenue requirenent determ ned by this conm ssion, then
5 the utility's custoners would be owed a refund; is that
6 correct?
7 A | amsorry, | didn't understand your question.
8 Q Ckay. If the revenue requirenent established
9 by the PAA order for Phase | rates is different from
10 any -- assum ng the Conmm ssion establishes a Phase |
11 revenue requirenent for the post protest portion,
12 assuming that the PAA order revenue requirenent is
13 hi gher than any Phase | revenue requirenent the
14 Comm ssion establishes as a result of this protest, you
15 would agree that the utility's custoners woul d be owed a
16 refund; is that right?
17 A Yes. That's ny understandi ng.
18 Q So, in effect, the PAA inplenented rates are
19 simlar to interimrates being held subject to refund;
20 Is that correct?
21 A In that regard, they are simlar, yes.
22 Q | have a few questions about the test year.
23 You woul d agree that in setting rates, the
24  test year should be representative -- should be a
25 representative match of the investnent, expenses,
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1 revenues and custoner billing determnants for the tine
2 period in which the rates will be in effect?
3 A Yes, the test year needs to be representative

4 as a basis for the rates at the tine they go into

5 effect.

6 Q In other words, the investnents and the

7 expenses shoul d be offset potentially by any revenues or
8 billing determ nants, correct?

9 A | don't think it's an offset. Maybe you could
10 ask ne that differently.

11 Q Ckay. There should be sone sort of matching
12 between the two, is that correct, as you understand the
13 mat chi ng principle?

14 A The matching principle is not a principle |

15 have seen enployed in PSC cases. |It's a -- there's an
16 accounting principle of matching, but not necessarily in
17 utility rate-making.

18 Q And as it relates to the appropriate test year
19 In this docket, your testinony supports a Decenber 31st
20 test year -- or excuse ne, Decenber 21st, 2014 test

21  year?

22 A That's right.

23 Q And you have nmade pro forna adjustnments for

24 pl ant in-service and O8%M expenses, correct?

25 A Correct.
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1 Q But you did not make any correspondi ng pro

2 forma adjustnents as it relates to revenues and custoner
3 billing determnants; is that correct?

4 A That's correct. The -- a historical test year
5 plus pro forma adjustnents relates to investnent in

6 utility plant and expenses.

7 Q And it is your opinion that the Conmm ssion

8 shoul d make adjustnents for things that are known and

9 measurabl e, is that correct?

10 A W have the advantage of the delay in that we
11 have nore and nore information that's actual

12 I nformation, and so as we have gone along, we have tried
13 to update as we can. So nmany of the nunbers even in ny
14 direct testinony you wll see are changed in ny rebuttal
15 testinony as nore and different infornmation becones

16 available. So, in that regard, yes, you know, as things
17 becone known and neasurable, we tried to incorporate

18 those.

19 Q And did you make any adjustnents for known and
20 measur abl e i ncreases to revenues?

21 A To certain elenents of revenues, for exanple,
22 we agreed in the stipulation, | believe, to reflect the
23 allowed revenues from-- allowed rates fromreuse to be
24  an adjustnent to the total revenues, but not to billing

25 el enent s.
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1 Q Ckay. So if there were new revenues captured
2 i n 2015, those would not be updated in your -- in your
3 testinony or exhibits, correct?
4 A That's correct. And that's consistent with
5 the historical test year with pro forma adj ustnents.
6 Q Sane question as it relates to any known and
7 measur abl e coll ected Cl AC, correct?
8 A That's correct. And ny understanding is that
9 that is not permtted by Florida Statute.
10 Q In your rebuttal testinony, I will have sone
11  questions about that statute to explore that a little
12 bit nore further.
13 So what does the statenent in your testinony
14  "adjusted for known and neasurabl e" nean?
15 A That's intended to recogni ze that there were
16 things that we were -- we had nore information about
17 wth regard to costs that | could incorporate into these
18 schedules. So | nade adjustnents to the pro forma both
19 in plant and also in the O&M expenses to reflect the new
20 I nformation that we had.
21 Q Al right. Wuld you agree that the utility
22 I ncluded pro forma plant adjustnent of 3.6 mllion in
23 Its MFRs?
24 A That sounds about right.
25 Q That would be DDS-1. And in your DDS-2, you
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1 have reflected an increase to 4.9 mllion, is that
2 correct?
3 A That sounds right.
4 Q And that would be -- that would include the
5 4.3 mllion for the wastewater treatnent plant costs
6 pursuant to the Wharton-Smth contract, correct?
7 A Yes. The original anmount that we included in
8 the MFRs, plus the anount that we first estimted for
9 the vac tank -- by we, | nean the utility provided to
10 me.
11 Q Correct. So 4.3 mllion plus 600,000 is about
12 4.97?
13 A Correct.
14 Q All right. And you would agree that that
15 change refl ects about a 40 percent increase in the
16 hi st ori cal bal ance of plant pro forma adjustnents?
17 A Wthout a cal culator and a plus-60-year-old
18 Dbrain, | wll accept that.
19 Q Thank you. And those plant adjustnents were
20 based upon revised projections or estimtes, not on
21 actual amounts; is that correct?
22 A They were still estimtes, but they were based
23 upon actual information that the utility gained as it
24 was attenpting to negotiate contracts, et cetera.
25 Q All right. And in your DDS-1, you would agree
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10

11

12

13

14

15

16

17

18

19

20

21

22

that in the MFRs, the utility nade O&M pro forma
adj ust nents of approxi mately 840, 000?

A Yes.

Q So the 2014 | evel of O&M expenses of 1.2

mllion was increased by approximately 70 percent in the

MFRs, is that correct?
A Yes, that's right.
CHAI RMAN BROWN:  Again, yeah, it's going in
and out.
THE WTNESS: Yeah, | can tell that.
CHAI RVAN BROMWN: | know. | hope the folks

here could help us out with the -- because it's

happened t hroughout, if anybody is here fromthe
County.
MR. SAYLER: The batteries potentially are

dying after being on all day.

CHAl RVAN BROAN:  We may have to change them
out at the next break, so.

MR SAYLER. Right.
BY MR SAYLER:

Q And in your DDS-2, you have included another

240 -- excuse ne, approxi mately $224, 000 of additional

23 Q&M expenses,
24 A

25 Q Al

G ve or

is that correct?

t ake, yes.

right. So in total, for the 2014 test
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1 year -- at least for your direct testinony. W are not
2 tal ki ng about you have rebuttal testinony where those
3 nunbers have changed. For your direct testinony filed
4 on July 1st of this year, the conpany added about one --
5 alittle over $1 mllion of pro forma adjustnment to O&M
6 expenses, correct?
7 A That's correct.
8 Q And mat hematically, subject to the sane
9 caveat, that's about an 80-percent increase in over the
10 actual 2014 expenditures, correct?
11 A That sounds right.
12 Q And you woul d agree that the utility has
13 collected in 2015 and 2016, over $500, 000 in Cl AC since
14 the end of the 2014 test year.
15 A | don't recall the total. | know, in ny
16 rebuttal testinony, | address sone of -- sone of the
17 additions that need to be taken out.
18 Q Al right, but subject to check, would that be
19 over 500, 0007
20 A Yes.
21 Q Ckay.
22 A Yes.
23 Q And you woul d agree that collection of CIACis
24  a known and neasurabl e change since the |ast test year,
25 correct?
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1 A Yes, it can be. And let nme just clarify. W
2 still learned nore later, even after we collected, that
3 sone of it had to be refunded because of contracts, et
4 cetera. So even the known and neasurabl e has a change.
5 Q Yes. And | understand a lot of refund is

6 di scussed in the rebuttal testinony of w tnesses --

7 A Yes.

8 Q -- so|l wll save ny refunds questions for

9 that.

10 So if CAACis known and neasurable, why would

11 t hose anpbunts not be consi dered appropriate adjustnents
12 to the test year?

13 A VWll, they are coll ected outside of the test
14 year; and, as | nention in ny rebuttal, I think it's

15 excluded by Florida Statute.

16 Q Now, is it known and neasurabl e that the

17 conpany will have collected an additional two years of
18 depreci ati on expense, alnost two years since between

19 Decenber 31, 2014, and the tine the plant goes into

20 servi ce?

21 A | wouldn't call it collected, but it would
22 i ncur it.
23 Q They would incur it. And that would be a

24 reduction to rate base, correct?

25 A Yes, as -- correct, as the plant is
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1 depreciated it wll reduce its rate base.
2 Q And why woul d those anmpunts not be consi dered
3 appropriate adjustnents if they are known and

4 measur abl e?

5 A The --

6 CHAI RVAN BROMWN:  It's on, | think. You just

7 have to --

8 THE WTNESS: Can you hear ne?

9 Ckay. The concept and the practice regarding
10 the test year that we used is that we used a

11 hi storical test year plus pro forna adjustnents.

12 There was specifically increases in pro forma pl ant
13 and the rel ated operating and nai nt enance expenses.

14 BY MR SAYLER:

15 Q All right. So it is your position for the
16 conpany that only the pro forma adjustnents that the
17 conpany has requested in your two-year test year, those
18 are the only ones that should be used for rate-naking
19 purposes in this rate case?

20 A Yes, and that's because that is wdely

21 accepted practice, and Comm ssion practice.

22 Q And those adjustnments that you are

23 recommendi ng serve to increase the revenue requirenent,
24 correct?

25 A Yes, they do. As the utility's expenses and
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1 costs increase, it has a dramatic inpact, therefore, on
2 the revenue request of the utility.

3 Q And if the conpany added additional ClAC or

4 depreci ati on expense, would that reduce the revenue

5 requirenment ?

6 A It would reduce the rate base, and therefore,
7 the revenue requirenent, it is not appropriate to do

8 t hat .

9 Q And if you were to update the billing

10 determ nants, that would not affect the revenue

11  requirenent, correct?

12 A Correct. It would effect the rates,
13 potentially. | don't know what the difference in
14  Dbilling determ nants are between then and now.
15 Q Hypot hetically speaking, if billing

16 determ nants increased, nunber of custoners, nunber --
17 t he anmount of revenues, gallons sold, that would serve
18 to reduce the rates, correct?

19 A If the billing determ nants increased, then

20 the -- which is a denom nator, then the rates would

21 reduce if the nunerator stayed the sane.

22 Q Al right. And if there were additional

23 gal l ons sold in 2015, for exanple, in your interim

24 report, if those were included and updated to your pro

25 forma test year -- or excuse nme, to the pro form
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1 expenses, that would serve to reduce rates, correct?
2 A The utility bill is based upon water
3 consunption. | don't know what the water consunption
4 difference is, sol can't answer that. But if -- if the
5 water consunption increased, it would |ower the rate,
6 and vi ce-ver sa.
7 Q Thank you. You anticipated where | was goi ng.
8 Thanks.
9 So another way to explainit, the utility --
10 |l et me strike that.
11 In your practice as a -- not just for KW but
12 utilities in general, you believe that any type of
13 adjustnent that raises revenue requirenents and rates,
14 those type of pro forma adjustnents are appropriate; is
15 that correct?
16 A No, not at all. Only to the extent that there
17 Is identifiable pro forma plant that's requested in the
18 test year approval letter and the associated O&M
19 expenses, to that extent, those itens should be included
20 I n the revenue requirenent.
21 Q Now, was the air vac tank part of the test
22 year letter?
23 A No.
24 Q All right. So your testinony is, if it's
25 known and neasurable, and it was discussed in the test
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1 year letter, then it's appropriate to include it in the

2 rates in revenue requirenment?

3 A That's correct. And the vac tank was a --

4 fromwhat | understand it, it was alnost as a result of

5 the expansion that it was identified that it was not

6 adequate, so it becane part of that whole plan. W

7 didn't start including other lines and other activities.

8 It was all related to the expansion.

9 Q Al right. So would it be correct that if the
10 conpany did not ask for it in the test year letter, then
11 the Comm ssion cannot consider it, even if it's known
12 and neasur abl e?

13 A No, |I think it's incunbent on the utility to
14 di scl ose what it knows in the test year letter, but

15 things -- things do cone up, certainly. So I think that
16 there is sonme exception, and there has been exceptions
17 I n other cases that | have filed.

18 Q But if it's a known and neasur abl e adj ust nent
19 that would offset or reduce revenue requirenent or

20 rates, it is your opinion it's not appropriate to update

21 the test year?

22 MR, FRIEDVAN:. | object, asked and answered.

23 CHAI RMAN BROWN: | amnot sure it was, and |

24 will allowit just because | didn't hear it before.

25 You nmay answer.
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1 THE W TNESS: No, | -- no, not at all. I

2 know, for exanple, sonetinmes through a pro form

3 adjustnent that is to abandon the wastewat er

4 treatnent plant and now connect to a bul k custoner,
5 or a bulk provider, and we will make pro fornma

6 adjustnents for that. It's a significant change in
7 the operation of the utility, whether it -- sone of
8 those things will increase and sone of those things
9 wi Il decrease. But we identify what they are, and
10 try to present sonething that captures what the

11 changes -- or pro forma changes are going to be.

12 BY MR SAYLER:

13 Q Al right. Referring to the Last Stand

14 litigation costs, how were those litigation costs

15 recorded in the utility's books and records?

16 A At the tinme they were being incurred, sone of
17 the costs were incorrectly going to -- directly to

18 utility plant and service, and sone of the costs were
19 going to the rate case expense, and sone of the costs
20 were going to |legal expenses. So we had to do a search
21  on the general |edger to identify and separate all those
22  costs.

23 Q And where did those costs -- where were those
24  costs noved to?

25 A | -- you know, I don't -- | don't know where
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1 they are right now

2 Q Wul d you agree that those costs are stil

3 I ncluded in structures and i nprovenents recorded in

4 plant in service?

5 A Sonme part of themcould be. | amnot sure. |
6 amnot sure. | know | have | ooked at the general | edger
7 earlier in the year, but | haven't |ooked at that

8 account in sonme nonths.

9 Q And you woul d agree that the conponent -- you
10 would agree that utilities are subject to the NARUC

11 Uni form System of Accounts?

12 A Yes.

13 Q And you woul d agree that the conponents cost
14 outlined in the Uniform System of Accounts, or USOA, for
15 wastewater utilities include -- and I'mgoing to give

16 you a list -- include but is not limted to the

17 followi ng: Contract work, |abor, materials and

18 suppl i es?

19 A Correct.

20 Q Privileges and permts?

21 A Yes.

22 Q Rents, engi neering, supervision?

23 A Correct.

24 Q General adm nistration engi neering services?

25 A Correct.
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

o » O » O

relate directly to the construction.

Q

you woul d agree that the USQA states that |ega
expendi tures include general |egal expenditures incurred
I n connection with construction and the court and | egal

costs directly related thereto, correct?

A

Q

chall enged KWRU s permt to expand plant capacity from
490, 000 gallons to 849 gallons, correct -- 849,000

gal l ons per day?

A

Q

shoul d defer and anortize those fees over five years --

A

Q
A

Q

anortizing the legal fees instead of capitalizing them

| nsurance, | egal expenditures?
Yes.

Taxes, AFUDC?

Yes.

Al right.

And all of those, only to the extent they

All right. And regarding |egal expenditures,

That's correct.

And you woul d agree that the Last Stand group

| don't believe that's in ny testinony.

But it is in your testinony that the conpany

Yes.
-- rather than to capitalize them correct?
That's correct.

Al right. And you would agree that
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1 as required by the USOA, that provides a higher revenue

2 requirenent ?

3 MR, FRIEDVAN. | object to the formof this
4 guestion. He made it a conclusion that, as he

5 made -- in his question, he said -- he asked the
6 guestion, and he said, as required by USOA and --
7 CHAI RVAN BROAN:  Sust ai ned.  Sust ai ned.

8 Rephrase the question, please.

9 MR, SAYLER: Certainly.

10 BY MR SAYLER:

11 Q Hypot heti cal |y speaking, anortizing | ega

12 fees, instead of capitalizing them provides a higher
13 revenue requirenent, as opposed to capitalizing and
14 depreci ati ng the expense over the |ife of the asset?
15 A Certainly it depends on the anortization

16 period, but deferring and anortizing over five years is
17 going to result in a higher cost for recovery than

18 putting in an asset of 18 years and depreciating it.
19 Q Thank you.

20 And in this case, anortization of -- we are

21 t al ki ng about approxi mately $500,000 in Last Stand

22 litigation fee cost?
23 A It's close to that, yes.
24 Q And if that's anortized over five years, that

25 woul d be about, ballpark, $100,000 per year of
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1 anortization expense?
2 A That's right.
3 Q And once the conpany anortizes those |egal
4 fees, according to the way the conpany has requested it,
5 wll KWU automatically reduce the revenue requirenent
6 by $100, 000?
7 A We are not proposing to do that. | don't -- |
8 have not seen practice of doing that, but it wll
9 probably be addressed in the next rate case.
10 Q And if the conpany does not come in for
11  another rate case for six or seven years, then that
12 $100, 000 remains in the revenue requirenment until the
13 next rate case, correct?
14 A Yes, that's correct.
15 Q And it is your opinion that the Last Stand
16 litigation was related to your challenging the current
17 pl ant operations, and not a construction of a new plant;
18 Is that correct?
19 A That's the basis of ny recommendati on, yes.
20 Q And did you base your opinion on review ng the
21 permt application, sonme docunents fromthe DOAH Last
22 Stand case or the operating permt?
23 A Yes.
24 Q There is, in front of you, a docunent that is
25 an exhibit. It says, large print version over there a
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1 little bit to the right, highlighted.
2 A Large print. This?
3 Q Yes, ma'am
4 A It says large print, but it's not really |arge
5 print.
6 Q Rel ati vel y speaki ng.
7 A Ckay.
8 CHAI RMAN BROWN:  What exhi bit nunber is that
9 agai n?
10 MR, SAYLER: Yes, ma'am That was Exhi bit No.
11 82, excerpt fromthe Last Stand final order.
12 CHAI RMAN BROWN:  Thank you.
13 THE WTNESS: | have not ever seen this
14 docunent .
15 BY MR SAYLER:
16 Q You testified a nonment ago that you had seen
17 sone of the docunents related to the DOAH Last Stand
18 case?
19 A Yes, | did. | sawthe permt itself --
20 Q Ckay.
21 A -- and responses to interrogatories, witten
22 responses fromthe utility, but | haven't read the final
23 order.
24 Q O the recomended order?
25 A No, | have -- that's correct, | have not.
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1 Q Ckay. Well, | wll represent to you that this
2 Is an excerpt fromthe final order that granted the

3 permt. And | will represent to you that attached to

4 that final order, and incorporated therein, is the

5 recomrended order.

6 And since you have not seen this before, |

7 would direct you to page two, the m ddl e paragraph under
8 the title, Statenent of the Issue. And would you take a
9 noment and just read that paragraph? And | wll also

10 represent to you that the yellow highlighting was not in

11 the original.

12 A Ckay.
13 Q And you woul d agree that this recomended
14 order, it states -- it speaks for itself as it relates

15 to what was at issue with the permt challenge, is that
16 correct?

17 A No, | can't say that because | haven't ever

18 read it. | don't knowif it -- if the order provides

19 all the information that the utility has available to it
20 about this.

21 Q Al right, fair enough. But you would agree
22 that the order -- or recommended order for the statenent
23 of issue says, the permtted i ssue would authorize the
24 expansi on of existing donestic wastewater facility, as

25 well as the installation of two additional underground
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1 I njection wells?

2 A Yes, it says that. Sure.

3 Q And turn a couple of pages to page 14,

4 paragraph 36. Are you there?

5 A Yes, | am

6 Q And you woul d agree that it says, the permt

7 at issue proposes to authorize the construction of a new
8 treatnent train, as well as increasing design capacity
9 and permtting capacity?

10 CHAl RMAN BROWN: M. Sayler, | haven't heard
11 an objection fromM. Friedman yet, but --

12 MR, FRIEDMAN. | was trying -- | figured there
13 was a question comng up in here sonewhere, and

14 that was just the predicate for the question, so
15 that's why | didn't object.

16 MR, SAYLER: Well, | amlaying the foundation,
17 and | amgoing to ask my question.

18 CHAI RMVAN BROWN:  Ckay.

19 BY MR SAYLER:

20 Q You woul d agree where it says, the permtted
21 Issue is related to construction of a new treatnent

22 train?

23 A Yes, | see that.

24 Q And you woul d agree, we discussed earlier,

25 that under the USOA, if plant costs or litigation costs
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1 relate to construction, then it shouldn't capitalize the
2 pl ant, correct?

3 A Well, that's correct. |If it's directly

4 related to the construction of the plant and serves no

5 ot her purpose, then absolutely. And this is a very

6 conplex case, which other witnesses are testifying to.

7 But the -- sinply because the utility obtained a

8 construction permt does not address that the litigation
9 was al so against the operation -- the current operation
10 of the utility. And that's what | was told, that's what
11 nmy review indicated, and that was the basis for ne

12 deferring and anortizing over a period of tine.

13 Q Ckay. So your testinony is how this was

14 represented to you is why you said it should be deferred
15 and anorti zed, as opposed to being capitalize the plant,
16 correct?

17 A Yes. And again, | also reviewed the operating
18 permt and read the testinony of our wtnesses, and --
19 but during the MFR process, | had a | ot of conversations
200 with the utility to have sone confidence in the proper
21 treatnent of the costs, and that it should be deferred
22 and anorti zed, because the operating permt was at

23  j eopardy.

24 Q And havi ng read sone excerpts -- and |
25 represent to you these are excerpts -- do these excerpts
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1 have any bearing, would they change your opinion on how
2 these costs should be treated for rate-making purposes?
3 A No, because | am |l ooking at sonething very,

4 very limted, and yet | know that there is a hole big

5 story. And so, no, |I know the whole big story, so no,
6 this -- these very, very narrow statenents don't change
7 nmy opi ni on.

8 Q Thank you. And this is an issue for the

9 Comm ssion to decide. And we all agree that the order
10 speaks for itself. Thank you.

11 | would like to direct you to DDS-1, page 41,

12 it's MFR Schedul e D 2.

13 CHAI RMAN BROWN:  You said page 41 of 707
14 MR. SAYLER  Yes.
15 THE WTNESS: GCkay. | amthere.

16 BY MR SAYLER
17 Q And you woul d agree that the utility nmade pro

18 forma adjustnents to increase equity by about 3.5

19 mllion?
20 A Yes. That's right.
21 Q And this anount was cal cul ated based upon the

22 anmount of pro forma plant anticipated in the MFRs to be

23 added to plant?

24 A That's right.
25 Q And it was anticipated that the plant
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1 expansi on would be fully financed by equity, correct?
2 A Correct.

3 Q Now, let's |look at your sane schedule in your
4 DDS-2 on page 11 of 11.

5 A kay, | amthere.

6 Q All right. You would agree that this is the
7 sane schedul e that you had in DDS-1, but it's been

8 updat ed?

9 A Correct.

10 Q All right. Wuld you turn back a coupl e of
11 pages to page eight of 11? And this is Schedul e B-3.

12 And at the top of it, it says, Schedul e of Adjustnents

13 to OQperating Incone Phase I. Are you there?

14 A B-3, which page? Page eight, you said?
15 Q DDS- 2, page ei ght of 11.

16 A Ckay, | amthere.

17 Q And you have a colum there that is KWRU

18 adjustnent to staff adjustnent, do you see that?

19 A Yes, | do.

20 Q And the adjustnent you are nmaking an

21 adjustnent to i s what was approved by the PAA order as
22 adj usted by staff?

23 A Correct.

24 Q Al right. 1Is it correct that you did not

25 cal cul ate these updated pro fornma adjustnents to Q&M
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1 expenses, you just -- it is correct that you just

2 pl ugged in those nunbers into your spreadsheet for these
3 pur poses?

4 A It's actually a m xture. Mst of it is

5 i nformation provided by the utility. Sone of it is ny

6 review of the PAA, and sone of the itens that | felt

7 were not either understood or perhaps docunented that |
8 I ncl uded.

9 Q Al right. Going line-by-line. Line 17,

10 sal ari es and wages, your adjustnent increases salary and

11 wages by about $14, 6007

12 A Yes. That's right.

13 Q Sane question for enpl oyee pension benefits,
14 an increase of about 18 point -- 18, 4007

15 A Ri ght .

16 Q Al'l of these adjustnents are increases that

17 you nmade in your DDS-2 to O&M expenses, correct?

18 A Yes. They are all increases.

19 Q Now, were these increases cal cul ated, or do
20  you know -- excuse ne, |let ne rephrase the question.
21 Do you know how any of these increases were

22 cal cul at ed?
23 A Yes. For exanple, in salaries and wages, |
24 spent sone tine with our witness, M. Johnson, to take a

25 | ook at what sal aries had al ready been incurred during
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1 the year, and they were cal cul ated based upon the new
2 enpl oyees that had been hired. And al so, you know, sone
3 of the cal cul ati ons of enpl oyee pensions and benefits

4 was related to those specific enpl oyees.

5 O hers, purchase power, chemcals, materials
6 and supplies, | didn't calculate. | received that

7 information from-- partially fromthe utility, and

8 based upon pro forma -- or excuse ne, based upon the

9 general |edger at the tine.
10 | nsurance, general liability, |I corrected it
11 in ny rebuttal testinony. That was a m stake on the

12 records of the utility.

13 So it was kind of a m xed bag.
14 Q Al right. Wth regard to the chem cal s,
15 pur chase power, those nature -- those expenses, those

16 relate to the operation of the plant, correct?

17 A Yes, they do.

18 Q All right. And these are the expenses that
19 the utility believes it needs to have once the plant

20 Is -- the plant expansion has been placed into service,
21 correct?

22 A That's correct.

23 Q All right. And you would agree that these
24 are, for large part, projections, since the new pl ant

25 has been placed into service, correct?
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1 A They are -- yes, they are projections. Sone

2 are based upon actual information and sone are estinmates
3 based upon esti nates.

4 Q Al right. And you would agree that if you

5 had known and neasurabl e actual information as it

6 relates to the operation of the plant today, that would
7 I nform whet her or not these costs are -- these projected
8 costs are accurate; is that correct?

9 A Sone of them Sone of them Like, for

10 exanple, on -- you know, salaries is one that's been a
11 struggle for the utility. Getting enpl oyees engaged and
12 on-the-job w thout | osing another enployee. So there

13 has been difficulty in getting all those people in

14 pl ace.

15 And so if you |l ook at what they have incurred
16 so far, you can't necessarily project what it should be.
17 But others, you can -- you can | ook at what the actual
18 are and do sone projections based on those actuals.

19 Q All right. And to take those actuals, there
20 Is a termcalled annualizing -- annualizes, is that the
21 right tern? Annualization?

22 A Annual i zat i on.

23 Q Annual i zation, and that's where you woul d take
24  actuals for a certain period of the year and then

25 annualize it for a 12-nonth period, correct?
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1 A Yes, that's what that is.
2 Q There is one exhibit -- we handed out two
3 exhibits. The one exhibit that's |abeled Pro Forma
4 Expenses Docunent Response to Staff Interrogatory 16.
5 CHAI RMAN BROWN:  Ckay, now is a good tine to
6 mar k that as Exhibit 94.
7 MR, SAYLER  Yes, ma'am
8 CHAI RVAN BROAWN:  So that is pro form
9 expenses.
10 MR, SAYLER  Yes.
11 (Wher eupon, Exhibit No. 94 was marked for
12 I dentification.)
13 MR, SAYLER: | am wrappi ng up ny questions.
14 CHAI RMVAN BROWN:  Ckay.
15 BY MR SAYLER:
16 Q Wul d you take a nonent to review this
17 response?
18 A Ckay.
19 Q Now, was this a response you hel ped
20 participate preparing, or was this done by the utility?
21 A | provided sone information. They provided
22 t he rest.
23 Q Al right. And you would agree that this
24 I nterrogatory response addresses the anmounts of the pro
25 forma expenses that you included in your Exhibit DDS-2,
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1 correct?

2 A Yes, that's correct.

3 Q Al right. Thank you very much, M. Swain.
4 MR, SAYLER: No further questions.

5 CHAI RMAN BROWN:  Thank you.

6 W are going to take a five-mnute break so
7 that our court reporter can rest her fingers, and
8 we wll be right back at three -- let's nmake it
9 3: 20.

10 (Brief recess.)

11

12

13

14

15

16

17

18

19

20

21
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23

24

25
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