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PROCEEDI NGS

CHAl RVAN BROWN:  Good afternoon. | would Iike
to call this hearing to order in the techni cal
portion, the application for increase in water and
wastewater rates by Uilities, Inc. of Florida.
Today is May 8th, 2017. The tinme is roughly 1:30.

Staff, can you please read the notice?

MR, TRIERWEI LER: By notice issued April 10 --

CHAI RVAN BROAWN: M c- -- m crophone, sir.

MR, TRI ERVEI LER. Thank you so nuch.

By notice issued April 10th, 2017, this tine
and place was set for hearing in Docket
No. 160101-WS. The purpose of the hearing is set
out nore-fully in the notice.

CHAI RMAN BROWN:  Thank you. And at this tine,
we'l | take appearances, starting with Utilities,
I nc.

MR, FRI EDMAN:.  Thank you. Martin Friedman of
Fri edman & Fri edman, on behalf of Uilities, Inc.
of Fl orida.

CHAI RMAN BROWN:  Thank you.

Publ i ¢ Counsel .

MR, SAYLER: Erik Sayler with the Ofice of
Public Counsel. |'mentering appearances for

M. J.R Kelly, the Public Counsel; Charles
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Rehwi nkel, the Deputy Public Counsel; Patty
Chri stensen and Virgi nia Ponder, associate public
counsel s.

CHAI RMAN BROWN:  Thank you.

Summertree/ Ann Marie Ryan.

MR. ARMGTRONG Right. Brian Arnstrong from
the Law O fice of Brian Arnstrong, representing
Summertree Water Alliance and Ms. Ann Marie Ryan.

CHAI RMAN BROWN:  Thank you.

MR, ARMSTRONG  Thank you.

CHAl RVAN BROMN:  Sem nol e County.

MR BILENKY: Bill Bilenky, the law firm of
Manson, Bol ves, Donal dson & Varn, here on behal f of
Sem nol e County.

CHAI RMAN BROWN:  Thank you.

Conmi ssion staff.

MR TRIERVEILER. Walt Trierweiler, Kyesha
Mapp, Danijela Janjic, Wsley Taylor, and Jennifer
Crawf or d.

CHAI RMVAN BROWN:  Counsel .

MR, HETRI CK: Ceneral Counsel, Keith Hetri ck,
and Mary Anne Hel ton, your adviser.

CHAI RMVAN BROWN:  Thank you.

Now, there are a few prelimnary matters that

we need to address. M. Trierweiler, you want to
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kick themoff -- or Ms. Crawford?

MR TRIERVEI LER: Staff notes that the parties
have agreed that, if necessary, Staff Wtness
Kleinfelter may be taken out of turn to present her
testinony by May 10th due to a scheduling conflict.
Staff would |ike, again, to express our
appreciation to the parties for this accommodati on.

CHAl RVAN BROMN: Ckay. That is noted.

M5. CRAWFCORD: Chairman, if | may, also, |
note that, on Saturday, Summertree and Ms. Ryan
filed a notion for reconsideration. That was
pl aced in the docket file this -- this -- today.

The notion for reconsideration included a
request for oral argunent. And staff is
recommendi ng that the Comm ssion take those nmatters
up at this time, if it's the wwll of the
Conmm ssi on.

CHAI RMAN BROWN:  Ckay. Thank you. We will go
ahead and take that up at this tinme. | do have a
copy of the notion for reconsideration and have
reviewed it. | don't know if ny coll eagues have a
copy of it in front of them but | do -- | think
it's very sufficient on its face.

Unl ess soneone really thinks oral argunent

woul d add to the discussion, I'min- -- |I'm
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inclined to just address the notion for
reconsi deration. But then, again, | amal so open
toit, if anyone wants to hear oral argunent.

Seei ng none -- okay. Staff, let's goright to
the notion for reconsideration.

M5. CRAWFORD: Yes. Staff can nake a
recommendati on that the reconsideration should be
deni ed. The standard for reconsideration is
whet her a m stake of fact or |aw was at issue when
the order was rendered. And al so reargunent is not
appropriate for reconsideration.

Looking at the natters raised in the
reconsi deration, they're largely the sane that were
rai sed on the notion to dismss. The pleadings --
the matters that are raised in the pleadings really
go to the quality and the sufficiency of the
evidence in UF s prefiled, direct, and rebuttal
testinony and exhibits, witten di scovery
responses, and depositions.

That's not appropriate for a notion to
dismss. They are appropriate to raise in a post-
hearing brief requesting that the utility's
application be denied, but | -- it is not
appropriate for dism ssal

And so, it appears to us that M. Arnstrong
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has failed to raise any point of fact or |aw that
wasn't already before the pre-hearing officer when
he rendered his order, and nerely reargues the sane
points. And staff reconmends the reconsideration
be deni ed.

CHAI RMAN BROWN:  Thank you, Ms. Crawford, for
that analysis. | agree wth you 100 percent.

Comm ssi oners, any questions or comments? |f
not, we're ripe for a notion on the -- on the
notion to reconsider.

COW SSI ONER GCRAHAM | nove it to be denied,
the notion for reconsideration.

COW SSI ONER PATRONI'S: Second.

CHAI RMAN BROWN:  Any further discussion?

Seei ng none, all those in favor, say aye.

(Chorus of ayes.)

CHAI RMVAN BROWN:  Opposed?

(No response.)

CHAl RVAN BROMN:.  Mbti on passes.

Al right. Staff, are there any additional
matter -- prelimnary natters?

MR. TRI ERWEI LER: Staff is aware of none.

CHAl RVAN BROMWN:  Ckay. Thank you.

MR. REHW NKEL: Madam Chai rman, Charl es

Rehwi nkel with the O fice of Public Counsel. W

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

premier-reporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

have a prelimnary matter we would like to bring to
your attention.

CHAl RVAN BROMN: Pl ease, proceed.

MR, REHW NKEL: Thank you.

Comm s- -- Madam Chai rman, Conm ssioners, the
Public Counsel would like to advise the Conmmi ssion
that we intend to file a witten notion for
reconsi deration of Order No. PSC-17-0147-PCO the
order of the pre-hearing officer denying the Ofice
of Public Counsel's notion to strike. W have
until Wednesday to do that.

And we will be making objections -- the reason
we are bringing it to your attention nowis we wll
be maki ng objections to the adm ssion of evidence
t hroughout this hearing consistent with the
position that we wll be taking in this notion.

And | would like to just briefly, for the record,
summari ze that.

CHAI RMAN BROWN:  Ckay.

MR. REHW NKEL: The basis for reconsideration
that the Public Counsel would be bringing to you is
that the order is based on errors of fact and | aw
and that it is wongly based on an assunption that
the Public Counsel's rights under Chapter 120 and

Chapter 367 were not violated by the pieceneal and
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nont hs-late filing of supporting cause
docunentation for pro forma pl ant.

W will ask you to recede from | anguage in
your order that can be read to endorse or encourage
this utility -- or any other utility, for that
matter -- to intentionally file skeletal testinony
and cause support and then delay until the | ast
mnute its filing of the admtted required foll ow
up information that should have been included in
the original, initial filing.

Qur fundanental objection is that our expert
was either conpletely prevented fromor materially
hanpered in providing expert engi neering-anal ysis
testinony based on his professional judgnent with
regard to mllions of dollars of pro forma pl ant
addi ti ons.

The | egal and factual information that your
staff provided in drafting the order for the
pre-hearing officer was a disservice to himand the
Conmmi ssion and nust be corrected on
reconsi derati on.

The facts of this case are unique, and they
differ entirely and materially fromthe three
pre-hearing order cases, WWoI, Qulf Power, and

Progress Enerqgy.
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Additionally, the Florida Suprene Court's CGulf
Power vs. Bevis case does not stand for the
proposition that a utility can file any information
it controls at any tinme it wishes without regard to
your rules and orders and that you nust consider
it.

| f the relevant portions of Order 170147 are
not corrected, and the Comm ssion, then, proceeds
to allow revenue requirenents based on incredibly
late-filed information that the citizens were not
all owed to provide responsive expert test- --
engi neering testinony on, we will be forced to, yet
again, seriously consider inviting an appellate
court to review the Comm ssion's actual practice of
al l ocating the burden of proof as opposed to the
mere lip service that the utility bears the burden
of proof.

Thank you.

CHAl RVAN BROMWN:  Ckay. Thank you.

M. Sayler?

MR, SAYLER: One other prelimnary matter --

CHAIl RVAN BROMN:  Ch, just one second --

MR SAYLER:  Sure.

CHAI RMAN BROWN:  -- before we nove on.

Any comment before we nove on?
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Al right. Wll, then we anticipate
considering your notion for reconsideration by
Wednesday.

MR, REHW NKEL: Thank you.

CHAI RMAN BROWN:  Thank you.

MR, SAYLER: Thank you, Madam Chair.

Prior to today's hearing, we distributed a
sheet -- Public Counsel had a corrected page to
M. Wbodcock's testinony. W filed it in the
docket file, served it to all the parties.

W wanted to give people sone opportunity to
see it ahead of tinme, before he testifies, whenever
he testifies during the proceeding of this case.
And if it is your pleasure, we can mark it for now
or wait until his testinony and have this marked at
the start of his testinony.

CHAI RVAN BROMWN: Let's just wait until he
cones up to the stand. And we'll go ahead and mark
that as an exhibit when he's on the stand.

MR, SAYLER: Thank you, Madam Chair.

CHAI RMAN BROWN:  Thank you.

Any other prelimnary matters before we
proceed?

Ckay. |1'mgoing to go over just an overview

of the hearing schedule that |I foresee this week
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having. W're going to try to strive and cover as
much ground as possible in the tinme that's been
allotted to this hearing. And we do have nuch
ground to cover with direct, rebuttal, and cross to
be conducted by five parties, along with staff and
Conmm ssioners on 18 w tnesses, covering a little
over 80 issues.

The challenge for all of us here today and for
the rest of this week is to have a fair, yet,
efficient process that concludes on tine. To that
end, | would like to ask all of you to be courteous
and respectful in staying on point and within the
scope of the proceeding and the w tnesses'
testi nony.

Now, for today, since we started roughly |ate,
and we had an earlier service hearing, | envision
us stoppi ng sonewhere before dinnertine, try to
ease all of us into the hearing schedul e; so,
somewhere around 7:00 or a natural stopping point.

Tonorrow, we will begin pronptly at 9:00 a. m
W will recess for lunch, again, at a very natura
stopping point. W'Il|l have about a 45-m nute |unch
break. And then we will have a di nner break equa
to that in tinme, again, at a natural stopping

poi nt .
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W will take the five- to ten-m nute breaks
every two to three hours to allow everyone to
stretch their legs and the court reporter to rest a
little bit. But please let nme knowif you need a
recess or alittle break or window as well, and |
will try to accommodate that if it -- if we have
time -- again, a very short break.

| want everyone to have an opportunity to rest
i n between the hearing days, but | also have to
bal ance that with the need to be efficient and
cover as nuch ground as possi bl e.

| believe tonmorrow night, we're going to
strive to go a little bit later than normal. So,
to that regard, please plan accordingly. There's
snack machines out there. Not a |lot of options
here. So, just try to nake do tonight. Pack a
snack, pack sone dinner for tonmorrow. And we'll --
we'll do this together.

Pl ease nake sure to silence your electronic
devices now, for all of those in the audi ence; your
cell phones, your i Pads, whatever else you' ve got
there. Again, it makes it very difficult on our
court reporter to transcribe the record properly
when there are distractions |like that. Thank you.

Now, we're going to nove on to the
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stipulations. Staff.

M5. CRAWFCORD: Yes, there are 18 issues for
whi ch there are proposed Type 2 Stipulations. For
the record, these are for I|ssues 13, 14, 15, 17,
25, 26, 27, 44, 48, 57, 63, 66, 67, 68, 69, 70, 72,
and 77.

And staff has prepared a docunent i ncluding
the issue statenent and the proposed stipulation
for each issue. W have circulated it to all of
the parties, the court reporter, and the
Conmmi ssi oner s.

CHAl RVAN BROAWN: We're going to go mark that
as Exhibit 262, and title it --

M5. CRAWORD: Proposed --

CHAl RVAN BROMN:  Type --

M5. CRAWFORD: Proposed Type 2 Stipul ati ons?

CHAl RVAN BROMWN:  That sounds good.

(Exhibit No. 262 marked for identification.)

CHAI RVAN BROMN:  Conm ssi oners, everyone has a
copy of the proposed Type 2 Stipul ati ons before
then? Thank you.

Ms. Crawford, you nay proceed.

M5. CRAWFORD: So, unless there are any
coments the parties wish to nmake, we woul d t ender

the proposed Type 2 Stipulations to the Commi ssion
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for any discussion you may wi sh to have or to vote
as you see appropriate.

CHAI RMAN BROWN:  Certainly.

Do any of the parties want to address the
Conmm ssion on the proposed Type 2 stipul ations?

Seei ng none -- Comm ssioners, any questions?

| do have sone questions on just one category,
| ssues 66 and 67. | don't know who to direct it
to, Uilities, Inc. of Florida, or to our |egal
staff and technical staff on the appropriate | ate-
paynment char ge.

' massum ng that these costs are cost-based?

M5. CRAWFCORD: That's ny understanding is
there was support in the record for the -- the
utility's position on that.

CHAI RMAN BROWN:  Al'l right. | -- | would like
to know what the hourly rate is to justify these
costs.

M5. FRIEDRICH: Marissa Friedrich with
Comm ssion staff.

U F has proposed a | ate-paynent charge of
8.84. And for the |abor, they are requesting 18. 36
for the billing specialist per hour, and $28. 16 per
hour for the assistant billing manager.

CHAl RVAN BROMWN:  So, recovery for both in the
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| at e- paynent charge?

M5. FRIEDRICH  Correct.

CHAI RVAN BROMN:  And how nuch per -- per
processing fee -- | nean, how many hours per
processing fee or m nutes?

M5. FRIEDRICH:  They cane up with a total of
$7.75 total for clerical and adm nistrative | abor,
and then 20 cents for the conputer and copier, and
then 49 cents for postage.

CHAI RVAN BROMWN: | think this is the highest
that has ever been before us, at least in the past
six and a half years that |'ve been here. Have we
ever approved anything of this magnitude, al nost
$9. 007

M5. FRIEDRICH: Currently, the highest |ate-
paynment charge is $7.15 for KW -- KWRU.

CHAI RVAN BROAN: | nean, why -- |'mjust
having a hard tine understandi ng why the costs are
justified and --

M5. CRAWFORD: If it gives any confort, you
can note -- and we can note in the order for you --
that this was pursuant to a stipulation. The
reason staff didn't object to it is, having | ooked
at the cost-justification provided, we didn't

object to the -- the approval of this as a
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stipul ati on.

CHAI RMAN BROWN:  Ckay. Thank you. | can't
support it, but Comm ssioners, any questions or
comments on any of the other stipul ations?

Al right. If not, ready for a notion on
Exhi bit 262.

(No response.)

CHAl RVAN BROMN:  Seei ng none, any di scussion?
Comment s?

(No response.)

MR ARMSTRONG Can | --

CHAI RMAN BROWN:  Woul d you all like to take a
five-mnute recess?

MR ARMSTRONG Madam Chair, can | ask a

question, though? | -- | want to nake sure -- |
haven't been around here in a while. It's been a
few years, but we haven't addressed this -- this

conprehensi ve exhibit |ist yet.

CHAl RVAN BROMWN: That's -- that's later in the
process --

MR, ARMSTRONG  Ckay.

CHAl RVAN BROMWN:  -- M. Arnstrong.

MR. ARMSTRONG  Just wanted to make sure.
Thank you.

CHAl RVAN BROAWN:  You're wel cone.
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Wiy don't we take a five-m nute break and we
wi |l reconvene at 1:55. Thank you.

(Brief recess.)

CHAI RMAN BROWN:  Ckay. We're going back on
the record now. This hearing is reconvened. |
thank you all for being patient with us, for giving
us an opportunity to | ook at the stipulations.

Mary Anne.

M5. HELTON: Madam Chairman, | think it m ght
be appropriate at this tinme to clarify that you al
can approve all of the stipulations that are
contained in that list or just parts or sone of the
stipulations. |It's not an all-or-nothing deal.

CHAI RMAN BROWN:  So, if we carve out two of
the issues, then what happens with the proceedi ng?
Wul d a witness be available to be put forth on the
stand?

M5. HELTON:. If there are any issues -- well,
one reason why we do the stipulations at this stage
of the proceeding is, if there are issues that you
do not approve the stipulation for, then we
would -- they would be part of the regular m x of
the hearing. You could hear wtness testinony on
it, conduct cross-exam nation, parties would brief

it, and then staff would nmake a recommendati on on
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t hat issue.

CHAI RMAN BROWN:  Thank you, Ms. Helton. That
hel ps.

Commi ssioners, | would -- | would definitely
be inclined to supporting a notion that approves
all the stipulations, apart fromlssue 66 and
| ssue 67.

Conmi ssi oner Pol mann.

COMW SSI ONER POLMANN:  Thank you, Madam Chair.
| would make a notion to accept or approve all of

the issues with the exception of |Issue 66 and 67.

M5. CRAWFORD: May | -- just a point of
clarification. I'msorry. | notice that there are
a nunmber other -- of other m scell aneous service

charges in 66. W can certainly table those as
well, but if your only concern is a | ate-paynent
charge, we could specifically carve out the late
part -- paynent charge from 66 and approve --

CHAI RMAN BROWN:  No, for -- thank you,
Ms. Crawford.

M5. CRAWFORD: kay. Thank you.

CHAl RVAN BROMWN:  For ease and sinp- -- to
nmake -- to be -- to sinplify it, I -- just |Issue 66
and 67.

Sorry, Comm ssioner Pol mann. You were
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closing -- finishing up your notion.

M5. CRAWCORD: Yes.

COMM SSI ONER POLMANN: | was going to respond
to Ms. Crawford, but 1'Il -- 1"l --

CHAI RVAN BROMWN: Ckay. We have --

COW SSI ONER PCLMANN:  -- just leave it as is.
So, the notion would be approve all or accept all,
with the exception of 66 and 67.

CHAI RMAN BROWN:  Ckay. Thank you. W have a
notion to approve all stipulations apart from 66
and 67.

Is there a second?

COVM SSI ONER BRI SE:  Second.

CHAI RMAN BROWN:  Any further discussion?

Al those in favor say aye.

(Chorus of ayes.)

CHAI RMVAN BROWN:  Opposed?

(No response.)

CHAI RMVAN BROWN:  Mbti on passes. Thank you.

Thank you, Conm ssioner Pol nann.

COMWM SSI ONER POLMANN:  (Indicating.)

CHAI RVAN BROWN:  Yes. You have the floor.

COW SSI ONER POLMANN:  Thank you, Madam Chair.

| make a notion to approve |Issue 66.

CHAI RMAN BROWN: A point of clarification. W
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just voted on --

COMM SSI ONER POLMANN:  -- all except --

CHAl RMAN BROWN:  -- 66 and 67. GCkay. |Is
there --

COW SSI ONER PCLMANN: | just nade a notion.

CHAI RMVAN BROWN:  All right. |Is -- there's a
notion to approve |ssue 66.
COWM SSI ONER BRI SE:  Second for di scussion.
CHAI RMAN BROWN:  Second for di scussion.
Conmmi ssi oner Pol mann, further el aboration?
COMW SSI ONER POLMANN: | was separating the
Issues to see if there was any interest for
di scussion on that separately.
CHAl RMAN BROWN:  Conmi ssi oner Pol mann,
| ssue 66 al so contains the | ate-paynent charge.
Are you providing clarification to approve all,
apart from/l ate-paynent charge?
COMM SSI ONER POLMANN: It was a procedur al
I ssue, Madam Chairman. | just wanted to nake sure

that there was no other interest in discussing

66 --

CHAI RMVAN BROWN:  Ckay.

COW SSI ONER PCLMANN:  -- as a separate issue.
If -- if there was not a second, then the issue

woul d have di ed.
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['"'m-- I'"mhappy to withdraw the notion, if
there's no --

CHAI RMAN BROWN:  Ckay. |s there any --

COW SSI ONER POLMANN: I f there's no issue
to -- if there's not interest to proceed, |'l
wi t hdraw t he notion

CHAI RMVAN BROWN:  Ckay. Mtion is wthdrawn.
Thank you.

Al right. Thank you. Now, let's nove on to
exhi bits.

Commi ssi oner Brisé has a question before we
get to that.

COW SSI ONER BRI SE:  Just froma parliamentary
perspective, does the person who seconded the
notion also have to withdraw their second?

CHAI RVAN BROWN:  Counsel ?

MR, HETRICK: | don't believe that's true in
this type of proceedi ng, Madam Chair.

CHAl RVAN BROMWN:  Ckay. Thank you.

Thank you, though. Keeping us in check.

All right. Exhibits. Staff.

MR TRIERVEI LER. Staff has conpiled a
conprehensi ve exhibit list, which includes exhibits
mar ked at the custoner service hearings, the

exhi bits attached to the witness' prefiled
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testinony, the staff cross exhibits. The lIist has
been provided to parties, the Conm ssioners, and
the court reporter.

At this tinme, staff requests the conprehensive
exhibit |ist be marked for identification purposes
as Exhibit No. 1 and that the other exhibits be
mar ked as set forth in the conprehensive exhi bit
list, noting that Exhibits 2 through 25 and 251
t hrough 261 have been previously marked at the
servi ce heari ngs.

CHAI RMAN BROWN:  Ckay. Then we will go ahead

and mark Exhibit 1 as the conprehensive exhibit

list.

(Exhibit No. 1 marked for identification.)

CHAl RVAN BROAWN: M. Arnstrong?

MR. ARMSTRONG  Yeah, Madam Chair -- and -- we
just -- the Summertree Water Alliance and
Ms. Ryan -- we have a concern regarding -- we don't

have a concern regarding prefiled exhibits or
exhibits in the MFRs or -- or -- but -- but we have
a concern there are nore exhibits in here.

And | -- we really see this as a -- as a data
dunp of information that we have -- nuch of which
we haven't seen before, and sone of it which m ght

have been created by your staff that we've never
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seen before until we just got the thing today.

So, | nean, we just have an outstanding --

" ve never seen this kind of process before, so --
but -- but | also, as a |lawer, can tell you | have
serious concerns about the due-process inplications
of it and violations of due process.

So, we object to the just wholesale Exhibit 1
proposed by staff.

CHAI RMAN BROWN:  And before | turn to staff, |
just want a clarification. W are not noving all
of these into the record at this tine. W -- we do
that later in the process. And you are absolutely
entitled to make --

MR, ARMSTRONG  Ckay.

CHAI RVAN BROMN. -- an objection at that tine,
but I would like staff to respond to your
conpl ai nt .

M5. HELTON: Madam Chai rman, the conprehensive
exhibit list is a tool we started using | don't
know how many years ago as a way to pre-nark
exhibits to make the adm nistrative process of
doi ng so throughout the proceedi ng easier and so
t hat everyone can keep track of it easier.

So, all, | think, we're doing at this point is

just identifying the fact that we have the
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conprehensive exhibit list and that all prefiled
exhi bits have been given a nunber, and that all of
the staff exhibits that staff would like to see go
into the record that were gathered throughout the
proceeding -- | think they are probably nostly, if
not all, discovery responses.

So, all of the parties that have been here all
al ong have seen the discovery responses. As -- as
a tool to let everyone know, that is the
information that staff would i ke to see go into
the record, but if all parties stipulate to that
going in, then that would go in now.

But it's ny understanding that, in particular,
M. Arnstrong does not stipulate to that. So, the
staff will do its due diligence to authenticate
that information and to present it to you so that
you can address whether it should be into --
admtted into the record at a later tine.

CHAl RVAN BROAN:  Ms. Helton, you said it
absolutely perfectly. And that was great reasoning
t here.

So, at this tinme, we'll take into
consideration to nove into Exhibit 1, which is the
conprehensive list. Staff, would you like to do

that at this time?
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MR, TRI ERWEI LER: Yes, Madam Chair.

CHAI RVAN BROMWN: |s there object- -- an
objection to nove in Exhibit 17?

Seei ng none, we'll go ahead and nove into the

record Exhibit 1.

MR, ARMGTRONG Can | -- 1've got to clarify.
Did you -- | thought we were going to take up --
who -- you're not noving it into the record, into

evi dence now.

CHAl RVAN BROMN:  Just the conprehensive
exhibit list, not the --

MR, ARMSTRONG. Ckay. Not the actual itens
behind it. Thank you.

CHAI RMVAN BROWN:  Ckay.

(Exhibit No. 1 admtted into the record.)

CHAI RMVAN BROWN:  Al'l right. Staff.

MR. TRIERWEILER At this tinme, staff would
reconmend that the Conmm ssion take up the exhibits
mar ked at the custoner service hearings. These are
Exhibits 2 through 25, fromearlier service
heari ngs, and 25 through 261 -- I"'msorry -- that's
251 through 261 fromtoday's service hearing.

CHAI RMAN BROWN:  Ckay. Thank you. Have al
of the parties had an opportunity to review the

servi ce- hearing exhibits?
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Do any of the parties have objections to that?

Seei ng none --

MR, FRIEDVAN:. (Indicating.)

CHAl RVAN BROAWN: M. Friedman?

MR. FRI EDVMAN:  The exhibits that were -- that
were tal ked about today --

CHAI RMAN BROWN: 251 t hrough 261.

MR. FRIEDVAN. To 2617

CHAI RMAN BROWN:  It's 251 through 261.

MR, FRIEDVMAN. Okay. And | -- | don't know
whi ch one that Conm ssioner Mariano's exhibit
was that -- that they just printed and gave to us.

CHAI RMVAN BROMWN:  That - -

M5. HELTON: | think --

CHAI RVAN BROWN:  That was 259.

MR, FRI EDVAN:.  Exhibit -- included in
Exhibit 259 is a -- is a letter to the -- to -- to
you, Madam Chai rman, and also to the DEP. And
Utilities, Inc. had filed a response to that. And
I think, for a conplete record of what this packet
of stuff is -- is supposed to -- to be, I would --
I would think that that letter would have to be
i ncluded in Exhibit 259 as a supplenent to it or --
or what ever.

CHAI RVAN BROWN: | - -
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MR. FRIEDMAN: But | think it needs to be in
to be a conplete record of -- of the proceeding.

CHAI RMAN BROWN: | think you're right. And |
don't have a problemw th that.

Do any of the parties have a problemwth

inclusion of that in this exhibit? W don't -- you
can just supplenent it -- 250- -- pardon ne --
Exhi bit 259.

MR FRIEDVAN: It would be a supplenent to
259.

CHAl RVAN BROMWN:  Yeah. Ckay. | don't have a
problemw th that.

Wth that, do you have any other objections to
the service hearing?

MR FRIEDVAN. | do not. They are -- they are
what they are.

CHAI RMVAN BROWN:  Thank you.

MR. SAYLER: Madam Chair?

CHAI RVAN BROWN:  Yes.

MR, SAYLER. VWhen wll -- we don't object to

that going in, but it would be nice to have a copy

of that response.
CHAl RVAN BROMWN:  Ckay. | thought you were --
M5. HELTON: Staff --
CHAl RVAN BROMN: -- copied on that letter.
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M5. HELTON: On. Staff has the letter
M. Friedman is discussing. And so, we wl|
di stribute that right now

CHAl RVAN BROMN: Pl ease go ahead and do that.

MR. SAYLER: Perfect. Thank you.

MR. FRIEDMAN:  Yeah, it was in the
correspondence side of the --

CHAI RMVAN BROAN:  Uh- huh.

MR. FRIEDMAN. O the docunent.

CHAI RMVAN BROWN: |11l just hold off until
nmoving themin until M. Sayler gets a copy of it.

(Staff distributing docunent.)

CHAI RVAN BROWN:  Al'l right. So, we'll go
ahead, at this tinme -- barring no objection here,
we'll go ahead and nove in Exhibits 2 through 25
and 251 through 261.

(Exhibit Nos. 2 through 25 and 251 through 261
admtted into the record.)

CHAl RVAN BROMWN: Staff, would you also like to
nove into the record the -- 262, since we just
voted on it? M. Trierweiler?

MR. TRI ERWEI LER.  Staff noves Exhibits 225 --
2 through 225 [sic], and 251 to 261 into the
record.

CHAl RMAN BROWN: No. No. No, sir -- sir,
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just 262. W just voted on the proposed Type 2
Stipul ati ons, 262.

Seei ng no objections to noving into the
record, we're going to go ahead and nove 262 into
the record as well. Al right.

(Exhibit No. 262 admtted into the record.)

MR. SAYLER: Madam Chair, Public Counsel

doesn't have any objection to that letter. Thank

you for the opportunity to -- to reviewit.
CHAI RMAN BROWN: Thank you. | didn't think
you di d.

Al right. W're going to nove on to opening
statenments. And I'mgoing to go through an
overview of your tine allocations; although, you
all saw it in the pre-hearing order.

O fice of Public Counsel and Sem nol e County

will have 10 m nutes. Sunmertree Water Alliance
and Ann Marie Ryan will have a conbined 10 m nutes.
And Uilities, Inc. of Florida wll have 10

m nut es.

And we will begin with Uilities, Inc. of
Florida, then nove on to OPC, followed by
Summertree/ Ann Marie, and then Sem nole County. |If
you prefer -- if the intervenors prefer a different

order, then I"minclined to grant that.
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Ckay. Uilities, Inc. of Florida.

MR, FRI EDMAN:. Thank you very much --

CHAI RMAN BROWN:  You have ten m nutes.

MR. FRI EDMAN:.  -- Madam Chai r man,
Conmm ssi oners.

As you know, until January the 1st of 2016,
Utilities, Inc. had 12 Florida subsidiaries under
this Comm ssion's jurisdiction.

While there were 12 separate conpanies, they
were operationally consolidated in that they've
al ways shared costs and services. On January 1st
of 2016, 11 of the conpanies nerged into the 12th,
Utilities, Inc. of Florida, to create a single,
| egal , consolidated entity. QOperationally, nothing
has changed.

This is the first rate case filed by UF as a
| egal | y-consolidated entity. As part of that
consolidation, UF is -- is requesting rates that
I nclude a consolidated rate structure. John
GQuastella, who is a nationally-recogni zed expert on
rate matters, wll testify about the benefits of a
consol i dated rate structure.

Any tinme there's a single rate structure,
there are sone custoners, at least in the short-

term who may pay nore than otherw se. But over
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the long-term all custoners will benefit from
spreadi ng capital costs over a |larger nunber of
cust omer s.

The single rate structure will allow smaller
conpanies -- wll allow smaller custoner bases to
have i nprovenents to water quality that they
ot herwi se could not individually afford.

For instance, while the water at Pennbrooke
neets all primary and secondary standards, you
heard in the custoner hearings conplaints about
iron. UF had a -- a study perforned; cane up with
the solution as to how they could -- you could fix
the iron problem presented that to the honmeowner's
gr oup.

However, the cost of that fix would have
I ncreased the rates nore than the custoners were
willing to pay. And they chose to live with the
probl em rat her than pay for the sol ution.

Under single-tier pricing, that sort of
I nprovenent coul d be nmade because that -- that type
of cost would be spread over a large --
significantly-larger rate base and could be --
coul d be handl ed better than it would be if it
were -- if they had stand-al one rates.

You' ve heard a | ot about quality of service,
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whi ch unfortunately al so includes a | ot of

m sinformation, particularly with regard to one
system As you know, quality of service is

eval uated by the Conmm ssion on three conponents:
The first is the quality of product. The second is
operating conditions. And the third is attenpts to
address custoner satisfaction.

At least as it relates to water systens, this
first criteria or first conponent is usually the
nost enotional. This is particularly true of one
of the systens, which we all knowis -- is
Summertree.

However, w th one unexpl ai ned exception, the
testinony at the custoner hearing, everybody was
satisfied with the water since the interconnection
with Pasco County. The rest of the custoners
conpl ai ned about -- just conplained about there
being a rate case; apparently not realizing that,
under the proposal of UF, the rates of the
Sunmertree custoners woul d actually decrease.

The only other systemthat really had a
mat eri al nunber of conpl aints about water quality
was the Pennbroke systemthat | nentioned earlier.
And it was the iron problem And the U F proposed

a solution. And it just wasn't cost-effective to
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the custonmers to ask U F to do that inprovenent.

The second el enent of quality of service --
operating conditions. DEP witness is going to
testify that, except for a tank replacenent at
Eagl e R dge and one other mnor violation, | think,
that is nore recent -- and this tank replacenent is
subject of one of the pro forma projects that U F
has proposed in this case. Except for that, DEP is
satisfied with the manner in which Uilities, Inc.
Is operating its water and wastewater systens.

Since DEP is the primary agency with
jurisdiction over operations of a utility froman
envi ronnmental standpoint, U F believes that it
woul d be appropriate for this Conm ssion to fol |l ow
DEP' s recommendati on that the U F systens are being
operated with -- in accordance with regul ati ons.

As to addressing custoner conplaints, the
Comm ssion's witness -- the Comm ssion's w tness
will testify that, in seven years, ending
Decenber 31st, 2016, U F has only m ssed the
deadl i ne for responding to conplaints tw ce.

And -- and as the witness will explain, that
could be as little as one mnute. They set the
deadline at 5:00. |If you file a response at 5:01,

it's late. So, it could be as little as a m nute
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or a second late. The last tinme was in 2012. So,
since the last four years or five years, UF is --
has al ways responded in a tinely nmanner.

The Conmm ssion witness will also testify that
the Comm ssion has never had to follow up with
getting a response to a conplaint. |In other words,
the utility has responded to each and every
conplaint that has been filed with this Conm ssi on.

DEP has received very few conplaints. By and
| arge, the 12 -- the 2,000 pages of custoner
conplaints that the OPC witness is sponsoring and
testifying about arise out of rate cases. And
unfortunately, as we know, rate cases seemto spurn
nore custoner conplaints than in systens that don't
have rate cases.

U F takes quality of service seriously. You
may recall that U F had custoner service
representatives at the custoner hearings so that,

i f custoners had billing issues, we could respond
I mediately to those. And many custoners did take
advant age of that.

Next, you'll hear a |lot about the pro form
projects that UF has conpleted or they will have
conpleted by year's end. Sone of these projects

were required by governnent road-w deni ng projects;
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ot hers to enhance operations; others to inprove
quality of service.

The reasonabl eness of these projects has not
been questioned. All the projects fall within the
Comm ssion's requirenent that they be either
supported by invoices or executed contracts. And
the fact that they will be -- the projects wll be
conpleted within 24 nonths of the end of the test
year. Al of the pro forma projects that you wll
hear M. Flynn testify about fit directly into that
criteria.

The parties are in agreenent that all water-
treatnment storage and distribution systens and all
wast ewat er collection systens are a hundred percent
used and useful .

While there's a m nor disagreenment in used-
and-useful of the Lake Uility system the only
substantial di sagreenent on used-and-useful is the
wi th the Sandal haven system And it deals with the
wast ewat er capacity, the force main, the lift
station, and punping pl ant.

You'll recall that the Conmm ssion's used-and-
useful rule only applies to plant. It doesn't
apply to force mains, lift stations, punping plant.

The OPC witness extrapolated froma water rule to
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try to conme up with a used-and-useful for those
facilities, which we believe is -- is -- has never
been done and is i nappropriate.

M. Sei dman, however, who has provi ded used-
and- useful analysis before this Conm ssion for
hundreds of water and wastewater systens, wll
expl ain why the Sandal haven wast ewater system
shoul d be conplete -- considered a hundred percent
used and useful .

We | ook forward to professional presentations
by the parties so that you can conpletely vet al
of these issues.

Thank you very nuch.

CHAI RMAN BROWN:  Thank you. You had a m nute

left.

O fice of Public Counsel.

MR, SAYLER: Thank you, Madam Chair. If you
will give ne a one-mnute warning, | would

appreci ate that.

CHAI RVAN BROAN:  Ch, sure.

MR, SAYLER: Al right. M nanme is Erik
Sayler with the Ofice of Public Counsel on behalf
of the customers of Uilities, Inc. of Florida.

Uilities, Inc. of Florida often touts itself

as one of the largest -- or the |argest privately-
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owned wat er and wastewater provider in the state of
Florida. As a result, it should be held to the

hi ghest standard of all other Class A utilities
operating in Florida.

G ven the magni tude and conplexity of this
case, the Comm ssion nust carefully eval uate and
scrutinize Uilities, Inc.'s original rate-case
application, which was filed originally on
August 31st, and then deened conplete by the
staff -- or by the Comm ssion on Novenber 22nd.

Final rates should be based upon the pro fornma
projects and expenses supported in the original
filing. And all new costs and expenses injected
into this case after Novenber 22nd and after OPC s
testinony was filed should be rejected.

The burden of proof -- it is clear the Florida
Suprene Court stated in Florida Power Corp vs.
Cressie that -- and | quote, "The burden of proof
in a Comm ssion proceeding is always on the utility
seeking a rate change.”

Further, pursuant to Comm ssion Order No.
PSC-07-0129- SC-W5, issued February 27th, 27- -- or
2017, in Docket No. 060262, it is not the
Commi ssion's burden, nor is it staff's

responsibility, to assist a utility in neeting its
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burden of proof.

In this case, OPC sponsored three w tnesses,
covering the topics of quality of service,
engi neering expert, as well as an accounting
revenue-requi renent expert.

First, quality of service: The Conm ssion's
quality-of-service determ nation should be largely
based upon U F' s actions, or |ack thereof, before
and during the test year. UF will argue that
actions taken after the test year should be given
nore wei ght or essentially on promses to do a
better job in the future.

However, current Comm ssion Rule 25-30.440
requires Class A and Class B utilities seeking a
rate increase to provide five years of DEP or
heal th departnent notices of violation, consent
orders, letters of notice, or warning notices; five
years of secondary water-quality conplaints; as
well as all custoner conplaints received during the
test year.

These are things that are not present. These
are things that occurred in the past that the
Conmm ssi on nust evaluate. OPC Wtness Denise
Vandi ver provided a thorough evaluation of quality

of service in her testinony.
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I n summari zi ng and cat egori zi ng the custoner
conpl aints, Ms. Vandi ver exam ned al nbost every
conplaint and custoner contact Utilities, Inc.
provided in its MFRs, the supplenent to the MRs,

t horough di scovery, all the various custoners'

| etters, concerns, conplaints filed in the online
docket, and all of the custoner-service hearing
testi nony and exhibits.

Mor eover, she carefully exam ned all the
qual ity-of -service i ssues and DEP conpliance issues
for each UF water and wastewater system publicly
available in Cculus, the Florida DEP's public
onl i ne dat abase, which anyone can access.

In addition, she summarized all the recent
Conmi ssion decisions in quality of service
affecting all of the Uilities, Inc. systens. Her
testinony, conbined with UF s admtted failure to
have i npl enented any proactive, preventative, or
predi ctive nai nt enance systens or prograns,
supports a finding of unsatisfactory of quality of
service for Uilities, Inc.

Second, engineering: OPC-- M. Andrew
Whodcock is a licensed professional engineer, who
has a thorough understandi ng of the water and

wast ewat er industry, as well as standards for
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proactive, preventative, and predictive naintenance
in the water and wastewater industry.

Wth respect to UF s proposed pro forma
projects, he carefully eval uated each project al ong
with UF s supporting docunentation contained in
its original MFRs and testinony, and physically
I nspected many of the | arger projects.

His investigation revealed that U F submtted
i nconpl ete or insufficient information for at | east
five or six projects and failed to provide any
supporting informati on or docunentation for four of
its projects in its original application --
actually, excuse ne -- seven of its origina
projects on its original application.

Qut of UWilities, Inc.'s originally-requested
$30.8 million in pro forma plant, M. Wodcock
reconmends approximately 21.3 mllion as being
reasonabl e and properly supported for cost recovery
in this case.

And providing inconplete or no docunentation
for the remaining projects, it is plainly evident
that Utilities, Inc. has failed to neet its burden
of proof to support its original rate case for al
of its pro forma projects.

Mbor eover, the Conm ssion should not consider
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the nore than $6 million in increased pro fornma
costs that Utilities, Inc. is inproperly trying to
add through its rebuttal testinony; information
that Public Counsel never had an opportunity to --
to review or provide testinony on.

Third, accounting and revenue requirenent:
OPC Wtness Donna Ramas, a utility accounting

expert -- she thoroughly examned Uilities, Inc.'s
original rate-case filing and each set of MFRs for
Uilities, Inc.'s 12 water systens and 15
wast ewat er syst ens.

She carefully evaluated the original -- the

originally-filed docunentation, Utilities, Inc.'s
responses to discovery, and M. Wodcock's
recommend- -- recommendations with respect to
Utilities, Inc.'s pro fornma projects. She
concluded that Utilities, Inc., is entitled to a
fair, just, and reasonable rate -- relief of no
nore than $2.5 mllion.

Ms. Ramas di d not exam ne any of the costs
associ ated wth the Project Phoenix project because
Utilities, Inc. did not include this regul atory
asset information in either its original filing or

its rebuttal filing.

Mor eover, as part of her evaluation, she
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uncovered a problemw th negative accunul at ed
depreci ation, which is discussed in her testinony.
And if it is not corrected by this Comm ssion or --
or avoided going forward, this will allow
Utilities, Inc. to earn a perpetual return on pl ant
itens retired from service.

Now, as M. Rehw nkel indicated earlier in his
remar ks, Public Counsel, fromtine to tinme, wll
need to nake sonme objections. One of the major
Issues in this hearing and one of the major issues
that you will hear repeatedly in this case is
Utilities, Inc.'s failure to neet its burden of
proof as required by the Florida Suprene Court
decision cited earlier.

Uilities, Inc. had plenty of tine to prepare
its original rate case starting with its March 2016
test-year request letter. It filed its origina
rate-case application on August 31st, which
contains significant and substantial deficiencies
identified by the Comm ssion staff.

These deficiencies were cured as of
Novenber 22nd; however, Utilities, Inc. failed to
provi de any docunentation for about seven projects
inits original request. And these projects are

M. Flynn's PCF-9, 13, 17, 20, 28, 33, and 34.
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Subsequently, Uilities, Inc. did not tinely
respond to OPC s discovery request requesting
docunent ati on on these projects, and then,
attenpted to provide new cost information.

Now, just to correct things, they did provide
a fewthings related to that, which is the purpose
of our corrected testinony, but -- however, there
are still issues with four out of the five
proj ects.

No information was provided prior to -- tinely
provided with enough tine to incorporate into his
testinony. And as a result, it was too late for
any party to conduct an appropriate review and
evaluation for filing testinony.

Later in his rebuttal -- late -- excuse ne.
Later inits rebuttal testinony, Uilities, Inc.
provi ded revised and i ncreased cost information for
at least 11 of its original pro forma projects,
which -- which provide OPC with no opportunity to
submt rebuttal, sup- -- excuse ne -- supplenental
testi nony.

Finally, Uilities, Inc. continues -- excuse
me. Finally, Uilities, Inc. has continued inits
attenpts to provide new suppl enental information

wel|l after the pre-hearing officer's discovery
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cutoff up and to and as recent as |ast Friday.

If any of you -- Uilities, Inc.'s inproper or
revi sed suppl enental information is allowed into
the record of this proceeding, OPC submts it wll
viol ate the custoners' due-process rights. And
that was the reason we filed our notion to strike.

In addition, as a result of UF s continued
attenpts to -- excuse ne. Excuse ne. As a result
of Uilities, Inc.'s attenpts to inproperly
suppl enent this rate case, fromtinme to tine, we
will be forced to nmake sone objections to preserve
the custoners' appellate rights.

In addition, staff's proposed hearing exhibit
i ncl udes a nunber of those objectionable discovery
responses fromUilities, Inc., which attenpt to
assist Uilities, Inc. in neeting its burden of
proof, essentially related to the unsupported pro
forma plant additions contained in Uilities,
Inc."s original filing.

CHAI RMVAN BROWN: One mi nut e.

MR, SAYLER: Thank you. |'m w ndi ng down.
Thank you.

As such, Uilities, Inc. will need to nake
those objections to staff's hearing exhibit at the

appropriate tinmes to preserve its appellate rights.
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In conclusion, Uilities, Inc. is entitled
only to the amobunt of rate relief it specifically
requested in its original application, which is
about a $6.9-mllion increase, and for which it
tinmely provided sufficient evidentiary
docunentati on and testinony.

Based upon the recomended adjustnents by OPC
Wtness Ramas and Wodcock, Utilities, Inc.
supported a fair, just, and reasonabl e increase for
approximately 2.5 mllion.

Now, that recommended anmount does not take
I nto account any reductions in the return on equity

related to quality of service; Uilities, Inc.'s
failure -- failure to inplenent any preventative or
predi ctive nai ntenance systens; and its past and
prudent mai ntenance practi ces.

Thank you very nuch.

CHAI RMAN BROWN:  Thank you. Wth ten seconds
to spare.

Al right.

MR, ARMSTRONG  Madam Chair, the Summertree
Water Alliance -- the group decided to do sone post
board- -- poster boards. And Ms. Ryan has agreed

to be our Vanna White for -- for a few m nutes.

So, if it's okay with you, she -- if she could hold
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the poster boards over there in the corner by
Uilities, Inc., where they can see it, if that's
okay.

CHAI RMAN BROWN:  |s there an objection?

MR. FRIEDVMAN. There is. | think these are
denonstrative exhibits. And the pre-hearing
order --

CHAl RVAN BROMWN:  And - -

MR. FRIEDVAN: The pre-hearing order required
i n Paragraph E, on Page 8, that, if a party w shes
to use a denons- -- denobns- -- it's not easy -- a
denonstrative exhibit or other denonstrative tools
at the hearing, such materials nust be identified
by the time of the pre-hearing conference.

CHAI RMVAN BROAWN:  Ckay.

MR FRIEDVAN: | don't think any party
identified any denonstrative tools. And | would
obj ect to them bei ng used.

CHAI RVAN BROAN: | "'mactually still trying to
find that in the pre-hearing order. 1'll turnto
| egal right now.

M5. HELTON. It's actually in the order
establ i shing procedure --

CHAI RMAN BROWN:  Thank you. GCkay. We'll --

M5. HELTON: -- not the pre-hearing order.
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MR FRIEDVMAN: |I'msorry. | apol ogize.

CHAI RVAN BROMN:  And t hat was ny under st andi ng
as well. Staff and | had briefed on this and --
and unfortunately, denonstrative exhibits will not
be allowed in this proceeding.

MR, ARMSTRONG Ckay. The teamjust wanted to
try and put sone boards together to nake it easy
for you, Madam Chair. | accept your deci sion.

CHAI RMAN BROWN:  Thank you.

MR, ARMSTRONG  Thank you.

CHAI RMAN BROMWN:  You have the fl oor.

MR. ARMSTRONG  Good afternoon, Chairman,

Comm ssioners, staff, representatives of Uilities,
Inc. of Florida. | amproud to be here today
representing the thousand-nenber-strong Summertree
Water Alliance and Ms. Ann Marie Ryan, a custoner
and custoner | eader served by the Summertree
system

Getting directly to the neat and pot at oes of
this proceedi ng, Comm ssioners, as you know, a case
can be made by the introduction of evidence or the
failure by the party with the burden of proof to
I ntroduce evi dence necessary to neet that burden.

In this proceeding, we will show that

Utilities, Inc. has not net its burden of proof and

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

52

has not justified a rate increase.

Quote, "Rate base is to rate-naking what a
foundation is to a house, since it is the basis
upon which the utilities' earnings are determ ned."”
That is what this Comm ssion said | ong ago when it
deni ed what was, then, Florida's largest utility a
rate increase.

Rate base is, indeed, the foundation upon
which Uilities, Inc. is basing its rate increase.
The utility has based its rates on the assunption
that it would place approximately $37 nmillion of
addi tional plant into service by the end of this
year, Decenber 31st, 2017.

However, the nost-recent evidence produced,
Exhibit 51 fromUtilities, Inc.'s vice president,
nmakes clear that Uilities, Inc. has only placed
$4.5 mllion of additional plant in service; only
13 percent of its suggested $37 mllion total. The
PSC Conmmi ssioners in the case | just referred to
denied the utility any increase when it had
conpl eted 50 percent of its projection.

13 percent. You cannot establish rates based
upon 13 percent. It is not credible to suggest
that nore than $30 million will be spent by

Uilities, Inc. between now and Decenber 31st, when
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only $4.5 million was spent over the last nearly 17
nont hs.

Regarding return on equity, it also is not
credible for Uilities, Inc. to suggest that it is
entitled to a return on equity hovering around
11 percent. The |everage graph is not appropriate
for UWilities, Inc. The authorized return needs to
be | ower, much | ower.

Uilities, Inc. says it has under-earned for
the past ten years, but in the past years, the
utility has been bought by one multi-billion dollar
congl onerate after another: Nuon, a Dutch
congl onerate; High Star, a creature of Al G
Anmerican | nvestnment G oup, which we all have heard
of ; and now Corix, part of a famly of nulti-
billion dollar funds owned by British Col unbi a,

I MC, a $124-billion global investor.

Uilities, Inc. has never had a problem
attracting investors and wll not if the Conm ssion
does the right thing and sends it back to the
drawi ng board to correct the deficiencies inits
request .

An investnent in Uilities, Inc. is |less risky
than an investnent in a natural gas utility. A

natural gas utility does not have the indexing
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Uilities has. It does not have all the pass-

t hrough opportunities Uilities, Inc. has,

I ncl udi ng additional pass-through opportunities
Utilities, Inc. secured for itself wth the passage
of Bill 534, which it cites.

A natural gas utility does not have AFPI or
guar ant eed revenue or access to state revolving
| oan funds and grants like Utilities, Inc. has, or
staff-assisted rate cases like Uilities, Inc. has
t aken advantage of frequently in the past.

Since water is a necessary to public health --
we nmust drink with it, wash with it, and get rid of
it -- Uilities, Inc. has a nonopoly that natural
gas utilities do not, have since their custoners
can switch to another form of power or heat.

And Utilities, Inc. is asking the Conm ssion
to increase the anobunt of revenue it recovers in
its base-facility charge. That is the base m ni num
custoners nust pay each nonth, another risk-
reduci ng neasure. A 300-basis-point reduction to
the return on equity is warranted fromthese
differences with the natural gas utilities upon
whi ch the graph is based.

Anot her quote, "There is a difference to this

Conmmi ssi on between expenditures stated and
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expenditures justified;" another of this
Comm ssion's noteworthy quotes fromthe order
denying a rate increase | referred to earlier.

Unli ke water and wastewater utilities who
I npl enment ed cost-saving and rate-reducing policies
and systens as much as decades ago, Utilities, Inc.
won't have such policies in place, perhaps, until
| ater this year

| wll refer to these policies and systens as
UF s tool kit. The newtool kit includes a
preventive nai nt enance program a predictive
mai nt enance program an asset-managenent system a
geographic information system and a conputeri zed
mai nt enance and nmanagenent system

Uilities, Inc. admts it will save costs,
make better investnent decisions, and | ower the
anmount of investnent it will be required to nake
when its tool kit is available, but the tool kit
shoul d have been in place years ago.

If the tool kit were in place years ago, the
utility's costs would be | ower, the anount of
i nvest nent the conpany seeks to include in rate
base woul d be lower, and the rate increase sought
by the utility would be | ower.

A critical thing for you to be aware of,
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Conmm ssioners, is that UWilities, Inc. did not
reduce its costs or renbve prior investnents made,
whi ch woul d not have been made if the utility kit
had been in place | ong ago.

The utility admts that nuch of their
mai nt enance activity was done on an ad-hoc basis
all these years. The custoners, ny clients, should
not have to pay the higher operating costs and a
return on larger dollars of investnents which
Uilities, Inc. was forced to nmake because they
were not properly maintaining their systens.

Thi s Comm ssion should not reward Uilities,
Inc. for its deficient managenent practices over
the past years. Wen asked to docunent the cost
savi ngs and changes in investnents that can be
expected when its tool kit was inplenented, we were
told that they would not voluntarily produce such
I nformati on.

Utilities, Inc. has never understood its
obligations to its custoners or to this Conm ssion.
Managenent is obligated -- obligated, not only to
provi de high-quality service, which neets al
standards, but it also is obligated to investigate
cost-savings neasures so it can prove to you and to

my clients that they have nade every reasonabl e

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

premier-reporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

57

attenpt to keep the cost of providing that service
down. They have presented no such evidence in this
pr oceedi ng.

Uilities, Inc. has failed mserably in both
of these obligations. Uilities, Inc. has
presented no evidence that it closely nonitors its
significant cost and substantial services being
provided by its affiliate, even though such
services and costs should receive extraordinary
scrutiny.

This is particularly troubling since the
evidence wll show that Utilities, Inc., through
its affiliate, has been deficient in keeping its
books and records, failed to book Conm ssion orders
af ter nunerous Comm ssion requests that it do so,
and generally provides poor accounting services.

Utilities, Inc. also has failed to show that
Its cost -- the costs it allocated -- is allocated
by its affiliate are reasonable in relation to the
services rendered. No attenpt is nade to establish
t he reasonabl eness of the allocated costs
what soever.

Anot her exanpl e of questi onabl e nanagenent:
Utilities, Inc. is asking to give it nore -- is

asking you to give it nore noney to hire three
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mai nt enance people. These people, we are told,
wi Il conduct a preventive and predictive

mai nt enance activities that other utilities have
been doing for years; yet, Uilities, Inc. has
indicated it will not hire these three nmaintenance
peopl e unless the Comm ssion gives it the extra
nmoney first. This is not good utility managenent.
This is abhorrent utility managenent.

Uilities, Inc. even goes so far as to say
that, if it hired these nai ntenance people first,
wi t hout higher rates, then custoners would unfairly
recei ve the benefits.

Uilities, Inc. obviously has |ost focus on
its obligations to this Conm ssion and to
custoners. The utility is focused sol ely upon
doi ng whatever it needs to do to secure the biggest
rate increase possible, while w thhol di ng
informati on and refusing to disclose anal yses which
woul d tend to reduce the anmobunt of that rate
I ncrease.

Finally, the Conm ssion should not reward
Utilities, Inc. for its failures when it cones to
my clients in the Summertree comunity. You have
heard plenty fromthat community. | ask that you

not dismss anything that you' ve heard from ny
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clients, the Speaker of the House, Speaker
Corcoran; a state senator, Senator WIton Sinpson;
a fornmer state senator, M ke Fasano; a county
conm ssi oner, Conm ssioner Jack Mari ano.
Instead -- and a new sitting representative, Anber
Mari ano, today. Instead, you should dismss
Utilities, Inc.'s request for higher rates for ny
clients.

| have been advising utility owners and been a
part of utility managenent for nore than 30 years.
And Utilities, Inc. has a lot of inproving to do,
the cost of which should not be borne solely by ny
custonmers who have suffered | ong enough over
that --

CHAI RMVAN BROWN: One mi nut e.

MR, ARMSTRONG.  Thank you for your tine.

CHAl RVAN BROMWN:  Perfect. Thank you,
M. Arnstrong.

M. Bilenky with Sem nol e County.

MR. BI LENKY: Thank you, Madam Chair.

CHAI RMVAN BROWN: Wl conme back to the
Conmmi ssi on.

MR BILENKY: It -- it's scary because this
roomis nanmed after the very person who hired ne.

CHAI RVAN BROWN:  Ch, wow.
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MR, BILENKY: So, I -- it's -- it was kind of
interesting. And | think the Suprene Court case
that was cited, the Florida Power Corp vs.

Cressie -- | think I did that case. | don't
remenber what it neant, but --

(Laughter.)

CHAI RMVAN BROWN: Wl |, wel cone back.

MR. BI LENKY: Thank you. Thank you. And
it's -- it's really an honor and pl easure to be
here. And | have a different perspective. | hear
the bell ringing and I want to start advising the
Comm ssion on all the issues that are before you,
but ny client is paying ne not to do that.

But if you |l ook at a rate case, step back from
all -- all the issues, this adjustnent and that
adjustnent, and |look at a rate case. You have two
deci sions to make, two prinmary decisions: Decision
one is a revenue requirenent; how nmuch noney does
the conpany prove its entitlenent to.

And t he second question, which isn't addressed
by the Public Counsel or the staff in this case, at
| east as far as creating a position, is probably
the reason you have all those service hearings
because you're going to take that revenue

requi renment, and you're going to inpact each and
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every one of the custoners of this utility by how
you al |l ocate those dol | ars.

So, if you step back for one second and | ook
at it, it doesn't matter to the conpany, froma
revenue standpoint, which rate structure you' re put
in. They're getting the sane revenue requirenent.
So, why do they want to put so nuch enphasis on
going to this uniformrate. There's got to be a
reason.

Well, what we did is we | ooked at a |lot of the
financial data and what -- trying to find out if
there was sone sort of a way to justify this, based
on average costs that we could group sone
utilities.

And -- and this was a very diverse system
You have what | ooked |ike, from cost standpoints,
at least five package plants, in which they are
very small-consunption utilities that probably sel
bet ween a thousand and 2,000 gal |l ons a nonth per
custoner, all the way up to sone that have an
aver age-capacity use of -- of 15, 000.

So, there -- the systemis different. And
while | -- | love Marty Friedman to the world,
he -- he's sort of nade a sort of flippant conment

about how ny custoners are going to have a short-
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termhurt. It -- it's a long-termhurt.

Once you go to a different formof rate
structure, you're not going to change that rate
structure. You nmay change the levels of it, but
those rates are going to be in effect until the
next rate case. So, that's not a short-term
benefit.

So, why ny client, of course, is concerned,
because they're facing an enornous rate increase,
144 percent increase in -- in their rates. And
they're a big custonmer. And it's doubling -- nore
t han doubling the revenue requirenents that they
have.

And -- and even M. Quastella sort of takes a
flippant attitude that -- that the single-tariff
nodel is in the best interest of the custoner.
Well, put yourself in -- in the custoner's place
for a nonent.

And let's just take the Chairman. And we'l|l
say, Madam Chai rnman, you, on -- under stand-al one
tariffs, you have a nonthly bill of $42 for -- for
sewage. And Dr. Polmann, you're in a different
system You're in Tanmpa and -- and your utility is
$40 a nonth, based on the stand-al one.

Well, when -- when you go to the uniform
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tariff, you, Conmi ssioner, will go up $54 a nonth.
So, you're going to be paying $15 nore. And you
won't notice any difference in your -- in your
househol d when you turn the water on or when you
use the other facilities. And -- and you,

Dr. Pol mann, you're going to be paying $13 a nonth
nore. And you're not getting anything for it. And
you're going to be sending that noney to other
utilities.

And so, what the fictionis in -- in the
uniformrate, you create a fiction that each and
every custoner is as profitable to the utility by
subsidizing their rates. So, the utility custoner,
who has this enornously-inefficient system | ooks
the sane froma profit standpoint as -- as the
utility customer who's in a systemthat is run
particularly well.

So, what's the inpetus hiding behind the
uniformrate? Well, your staff -- | think
Ms. Daniel pointed to a case -- and I'mgoing to
read you what the point is. And this is Southern
States Utility case, which Ms. Daniel cited to.

And it says, "Uilities should be prudent and
efficient in their business operations. The nost-

effective way to ensure accountability is to force
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autility to look at those decisions as they relate
to the cost and benefits of a particular service
area, rather than on a total -conpany basis where
the individual investnent decisions often appear

I mmaterial."

And if you step back and | ook at what the
costs are -- what is the variable cost of providing
water? It's only -- it's only two el enents of
variable costs. That's -- that's the rate that's a
vol unetric rate.

And -- and really, the only two costs in -- in
a production of water -- and Dr. Pol mann, al so,
fromhis previous experience, realized that it's
chem cals and electricity. Those are the variable
costs. The nore water you produce, the nore
chem cals you need, the nore electricity you need
to punp it.

The efficiency of the systemis in the base
charges. That's where you're | ooking for the
efficiency of the system And for this particular
utility, the base charges vary by al nost
400 percent between the utilities. 400 percent.
Four times as much as cost to produce the plant.

And that's the whol e purpose of the cost-of-

service study is to put those dollars and -- and it
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forces the conpany to inprove the quality of the
systens when you use a cost-of-service study.

Now, what -- what the Court also said in that
case is it said, well, you can have mnor -- m nor
differences, if you can group them And they were
| ooking at, like, a 7-percent difference. And
they -- and they assign that to the val ue-of -
service sort of concept.

But you don't have val ue-of -service testinony
here. So, you're |looking strictly at a cost of
service. And the mnute you go to a -- a uniform
consol i dated rate across-board, you take away the
I npetus of the conpany to operate efficiently in
the inefficient systens because those costs are
| ost. And those custoners |look like they're as
profitable as the other.

And there is also one further dark side to --
to the -- to the uniformrate. And that is -- and
this is, now, comng into ny current world. Wen a
utility decides to sell off these package plants to
the adjoining utility, in the market, what is
decided is -- for value of those systens, is the
di scounted cash flow of the incone that they
pr oduce.

So, when you have the uniformrate, the incone
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is raised for these inefficient systens. And so,
the price is rai sed because the di scounted cash
flowis -- is brought back to present value. And
it's based on the incone fromthe higher rates that
are being subsidized by ny client and others.

And so, when they are sold, the individual
buying themis buying an inflated price based on an
inflative inconme stream which no |longer is
applicable once they own it. And so, they have to
go back and raise rates to those custoners to make
up for that purchase cost.

And in doing so, what the utility custoner
ends up doing is paying again for the utility, for
the second tine because the price has been
artificially inflated by the inconme stream

So, there is a dark side. And it's totally to
the advantage of the utility to have a consoli dated
rate structure. It doesn't help the ratepayer in
the least. The conpany is under no inpetus to
manage t hose hi gh-cost systens effectively as |ong
as there is a subsidy comng fromthe | ow cost
syst ens.

So, | -- | conclude ny -- ny opening statenent
by saying it is -- it is not in the best interest

of the ratepayers. And we also believe that,
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pursuant to Chapter 367, it's a discrimnatory rate
structure that is not permtted under those rates,
and subsidies are not permtted in a cost-of-
servi ce anal ysis.

And | thank you.

CHAI RMAN BROWN:  Thank you, M. Bil enky.

| enjoyed all of your opening statenents.

Now, noving on to witnesses. Before we call
the first witness to the stand, | do have just a
few matters, admnistrative matters, to cover on
process.

And as | stated earlier, | want to give every
W t ness, every party an opportunity to present its
case, but would ask for your cooperation. And to
that end, | would like to rem nd the parties that
friendly cross, as delineated in the pre-hearing
order, wll not be all owed.

In addition, | intend to follow the standards
set forth in Section 120-569(2)(G Florida
Statutes, which provides that irrel evant,
immaterial, or unduly-repetitious evidence shall be
excluded. | fully intend to uphold the standard.

If a party has asked a wi tness questions that
you wanted to ask, to the extent possible, please

refrain fromasking the sane |ine of questions that

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

premier-reporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

68

have al ready been asked. W do have nuch ground to
cover, as | nentioned. So, please be m ndful.

As a housekeeping matter, in order to
facilitate a snoother hearing process -- and | know
I mentioned this to staff earlier in the process.

I would like to ask that, before conducting cross-
exam nation of a witness, please provide our staff,
who will be sitting here and acconpanying you all,
with the co- -- collated copies of all cross-

exam nation exhibits that you plan to use for the
W tnhess testifying on the stand so that they could
be distributed -- distributed to us at one tine.

That will be extrenely hel pful and will help
facilitate a nmuch-swifter distribution process. |If
you can do that, everyone in this roomis going to
be happy. So, we appreciate you trying to
accommodat e t hat.

And then for those in the audience, | did
nention earlier, just please silence your phones,
again, and please refrain from cl appi ng, shouti ng,
or interrupting others so that the court reporter,
agai n, can accurately transcribe the record.

Al right. At this time, we'll -- M. Sayler?

MR, SAYLER: Sorry. Public Counsel is happy

to collate our exhibits and provide them ahead of
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time. Wuld you mind instructing all w tnesses to
not |look at them to turn themface-down until such
time as the start of the testinony? Sonetines we

t ake breaks.

CHAl RVAN BROMN:  Yes.

MR, SAYLER. W start passing them out.
There's a break. W just don't want --

CHAI RMAN BROWN: | -- absolutely. | was going
to do that, and | appreciate your rem nding ne of
that. So, |I -- | will encourage that al
W t nesses -- when you have an exhibit, before the
counsel has asked -- cross-exam ned you, please
nmake sure to keep that paper over, all of the
exhibits, until asked.

Al right. W're going to swear in wtnesses
now. So, all w tnesses who plan on presenting
testi nony, please -- and who are here today, please
rise with me and rai se your right hand.

(Wtnesses sworn en nasse.)

CHAl RVAN BROMWN:.  Thank you. Pl ease be seat ed.

All witnesses will be called in the order that
they appear in the pre-hearing order, wth the
exception of those where there's an ex- -- an
agreenent anong the parties that they will be taken

out of order.
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And to the extent that the parties can agree
on how to arrange the witnesses differently from
the order that's set out in the pre-hearing order,
| am absolutely willing to accommbdate reshuffling,
provided there is no hearing dead tine or extrene
I nconveni ence to the process.

Wtnesses are permtted, again, pursuant to
the pre-hearing order, up to five mnutes each on
direct and rebuttal to summarize their testinony.
But pl ease be advised, you do not have to use al
of that or any of that tine.

Counsel for each witness shall be responsible
for entering their prefiled testinony and exhibits
into the record. Prefiled testinony shall be
entered into the record at the beginning of the
W tness' testinmony. W will admt exhibits into
the record at the conclusion of the w tness'
testinony, barring no objection.

The order of cross-exam nation shall be as
follows: Ofice of Public Counsel, Summertree/ Ann
Mari e Ryan, and Sem nol e County, staff, foll owed by
Conmm ssi oners, and then redirect.

And | guess that -- staff, does that concl ude
the prelimnary matters?

MR. TRI ERWEI LER:  Yes, Madam Chair.
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CHAl RVAN BROMWN: Do any parties have any
prelimnary matters before Utilities, Inc. of
Florida puts on its first w tness?

Seeing none, Utilities, Inc.

MR, FRI EDMAN:.  Thank you, Madam Chai r man.
Utilities, Inc. of Florida's first witness is
M. John Hoy.

CHAI RMAN BROWN:  Thank you.

MR. SAYLER:. Madam Chair, do you want our
exhibits to be passed out before he summari zes his
testinony or after he summarizes his testinony?

CHAl RVAN BROMWN. After. Thank you.

Al right. Good afternoon, M. Hoy.

THE W TNESS: Good afternoon -- (turning on
m crophone). Now, we are -- good afternoon.

CHAI RVAN BROMWN:. It's been a short day so far.

THE W TNESS:. Ri ght.

CHAl RMVAN BROWN: M. Fri edman.

EXAM NATI ON
BY MR FRI EDVAN:
Q Wul d you pl ease state your nane, M. Hoy.
A John Hoy.
Q And M. Hoy, did you prefile testinony --
direct testinony in this case?

A Yes, | did.
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Q All right. And if | ask you the questions in
the prefiled testinony, would your answers be the sane?

A Yes, they woul d.

Q Do you have any corrections or changes?

A | have some mnor corrections to the first
page of ny testinmony. On Line 7 -- this is the first
page after the -- after the cover. On Line 7, 8 years
shoul d be 11 years; and on Line 11, 2012 should be 2014.

Q And do you --

A That's an update.

Q And did you sponsor any exhibits?

A | sponsored one exhibit.

MR, FRI EDMAN.  Okay. Thank you.

Madam Chairman, | would |ike to ask that
M. Hoy's direct prefiled testinony be admtted
into the record as though read.

CHAI RVAN BROAWN: W& will insert M. Hoy's
prefiled direct testinony into the record as though
read.

MR. FRI EDMAN: Thank you.

(Prefiled direct testinony inserted into the

record as though read.)
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Please state your name, position and business address.

My name is John Hoy. I am President of Utilities, Inc. of Florida (UIF) and my business

address is 200 Weathersfield Ave., Altamonte Springs, FL 32714.

State briefly your educational background and experience.

I have a Bachelors Degree in Civil Engineering and a Masters of Business Administration

both from Marquette University. I have over 30 years of experience in the utility industry,

including gas, electric and water companies, the last }\i;ﬁears of which have been with

Utilities, Inc. I joined UI in 2006 as the Regional Vice President of the Florida and

Louisiana region. Since that time, I have served as the Chief Regulatory Officer for Ul

and subsequently the Chief Operating Officer before assuming my current position as
o . Qs

President of the Florida companies i% My professional background is described in

more detail in Exhibit JPH-1.

What is the purpose of your testimony?

The primary purpose of my testimony is to provide an overview of our rate request filing

and to introduce our witnesses. I will also summarize UIF’s request for rate relief and

generally describe the factors contributing to the need for rate relief. Asour witnesses will

" further describe in greater detail, we must now seek rate relief to further sustain our

customer service and make infrastructure investment to provide safe and reliable service
to our customers now and into the future.

Please provide an overview of your case for rate relief?

UIF has been providing water and wastewater service in Florida for 40 years and is
currently the largest PSC regulated water and wastewater utility in ti1e state. We currently
provide service to over 60,000 water, wastewater, and reuse Eqi;ivalent Residential

Connections (ERCs) spread over 15 systems in 10 Florida counties. Consequently, we

have the consistent -responsibility to upgrade our infrastructure and make necessary

73
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improvements to ensure continued quality service, compliance with changing

environmental regulations, and to fulfill our overall obligation to serve. To that end, we
have invested over $100 million in capital improvements over the past decade. In addition,
our expenses continue to increase. In effect, our rate of return on equity is well below the
allowed return of 10.4% and we have not earned our allowed return as a consolidated
company at any time in the past 10 years. Our current rates will not be adequate to cover
our cost of providing service. Having the ability to earn the allowed return on investment
is critical to attracting the capital for infrastructure improvements in the state. For this
reason, we are requesting a revenue increase in this filing that will provide the opportunity
to earn the authorized return.

Why is infrastructure investment important at this time?

In their 2016 report card for America’s Infrastructure, the American Society of Civil
Engineers (ASCE) gives Florida a grade of C+ for water and wastewater gets a C. A “C”
grade is defined as “mediocre” which is a serious problem for a state where water is a
critical part of the economy and a necessary component of future growth. The U.S.
Environmental Protection Agency estimates that Florida will need to spend about $16.5
billion in drinking water infrastructure improvements alone over the next 20 years to ensure
that drinking water systems in Florida continue to provide safe and reliable drinking water
to the public. Significant investment will also be required on the wastewater side. At UIF,
we face these same challenges with a number of our communities developed over 40 years
ago which means that the original infrastructure is nearing the end of its useful life. In
addition to the aging infrastructure we have the challenge of meeting constantly evolving
EPA regulations and other standards with respect to water and wastewater treatment.
Upgrades to water and wastewater plants are required to meet these new standards which

include not only environmental regulations but also new state statutes impacting the quality
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of water and wastewater service provided to customers. UIF is committed to meeting these

standards and has the access to capital in order to make the necessary capital investments.
But the utility must also have the opportunity to earn its allowed return on investment in
order to continue to attract the capital for the necessary projects in the future.

What can UIF do to temper the rate impact to customers?

With over 60,000 ERCs across the state, UIF has the opportunity to spread the risk of large
investments over a broader customer base. Effective January 1,2016, we consolidated our
12 regulated Florida utilities into one company, Utilities, Inc, of Florida. However, there
continue to be 15 different rate structures based on the old company structure. The
customer base for some of the rates is less than 500 ERCs which means that a large capital
project will have a significant impact on rates. We have already seen that in some of our
recent filings. None of our systems, large or small, will be immune from infrastructure
upgrades so all would benefit from a consolidation of the rates into one uniform rate across
the state. This would serve to reduce the potential for dramatic changes in rates for any
one group of customers. Mr. Guastella will provide more justification for this proposal in
his testimony.

What policies would support the investments needed to secure Florida’s water
future?

The Florida Department of Environmental Protection has estimated that total water demand
in the state will increase by more than 20% or 1.3 billion gallons per day by 2030. Securing
new sources of supply and adding the treatment and delivery infrastructure to meet this
demand will be critical to Florida’s economic future. As the largest private water and
wastewater utility in the state, UIF is in a unique position to assist in that challenge. One
policy position, however, that could be in conflict with that objective, is the application of

the Used & Useful (U&U) rule for water and wastewater utilities. As I understand it, the
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rule was initially adopted to insure that facilities were not overbuilt and that current

customers do not have to pay for construction of significant capacity that was built for
future demand. Today, we face new challenges as I have described above. Like all
industries keeping up with population and usage demand, policies that inhibit prudent
investment are no longer appropriate. Prudent investments that are incrementally less
expensive to construct now should be encouraged as smart long term planning and in the
best interest of the consumer. The Legislature and the PSC recognized that issue in the
adoption of a 100% U&U policy for reuse investments and that same thinking should be
applied to other prudent water and wastewater investments.

What policies would help with future rate impacts to customers?

Florida is recognized nationally as having a number of regulatory best practices that allow
for rate adjustments in an efficient and cost effective manner. Annual index filings and
pass through of certain expense items have allowed utilities in the state to keep pace with
at least a portion of the expense increases that we face every year. These mechanisms also
help smooth the increases that customers face over the years. The Legislature appears to
have recognized these benefits with the adoption of SB 534 which will expand the
application of these mechanisms to other expense items. Given that the current drivers of
needed rate relief are more capital related than expense driven, and the need for
infrastructure replacement will assuredly continue, it would be beneficial to both the utility
and the customer to implement mechanisms that allow for the timely pass through of
prudent capital investments as well as expenses.

Who are the other witnesses participating in this case and the nature of their
testimony?

Jared Deason is sponsoring the billing analysis, allocation schedules and the WSC

Operating Agreement.
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Deborah Swain will be sponsoring the majority of MFR Volume 1 — Financial, Rate and

Engineering, and the reconciliation schedules.

Frank Seidman will sponsor exhibits and present testimony on used & useful.

Patrick Flynn will testify and present exhibits regarding the various pro-forma projects.
John Guastella will be testifying on rate design, principally consolidated or single tariff
rates.

Does that conclude your direct testimony?

Yes, it does.
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CHAl RVAN BROMWN: St aff ?
EXAM NATI ON
BY MR TRI ERVEI LER:

Q Good afternoon, M. Hoy.

A Good afternoon.

Q Have you had an opportunity to |look at what's
been marked on staff's conprehensive exhibit |ist as
exhibits that you sponsored in this docket?

A Yes, | did.

Q Did you prepare these exhibits or were they
prepared under your direction and supervision?

A Yes, they were.

Q Are they true and correct, to the best of your
know edge and belief?

A Yes, they are.

Q Wul d your answers be the sane today as they
were when you prepared thenf

A Yes, they woul d.

MR, TRI ERWEI LER:  Thank you.
CHAI RMAN BROWN:  Thank you.
M. Friedman?
MR, FRI EDMAN:  Thank you.
EXAM NATI ON
BY MR FRI EDVAN:

Q M. Hoy, do you have a brief summary of your
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testi nony?

A I

Q Thank you.
A It will be brief.

CHAI RMAN BROWN:  Thank you.

THE WTNESS: Good afternoon, Madam Chair.
Good afternoon, Comm ssioners. Let nme first take
this opportunity to thank you and the staff for the
time and effort that has gone into this case
al ready. There are inportant issues to decide, and
we appreciate the attention they have received.

M. Friedman essentially covered the essence
of nmy testinony in his opening statenent. And
since you've heard ny sunmary nmultiple tinmes as
we've traveled the state for the service hearings,
"Il keep this short.

The case has two primary drivers:
i nfrastructure investnent and consolidated rates.
Wth respect to the infrastructure, all water and
wastewater utilities are facing the challenge --
chal l enge of aging facilities.

UF is no exception. And we face that
chal | enge head-on wth significant capital

| nprovenents over the past decade and a nunber of

nmaj or

do.

projects going on as we speak.
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These projects will allow us to continue to
provi de safe, reliable service to our custoners.

At this tine, we have the access to capital in
order to make those investnents and ask sinply for
the rates to allow us the opportunity to earn our
allowed returns so we continue to track that
capital in the future.

We know from sone of our smaller-conpany rate
cases in the past that these capital inprovenents
have had significant inpact on rates. That's |ed
to a wde disparity in our rates across the state.
Since we have recently consolidated all of our
conpanies into UF, the other driver of this case
Is the request for uniformrates.

The consolidated rates that we are requesting
Wil result in imediate rate decreases for many of
our conputers, and will provide very conpetitive
rates across the state. It wll also allowus to
make the needed infrastructure inprovenents while
tenpering the rate inpact that can happen in any
single conmunity.

| want to thank you, again, for tine today.
And that concludes ny sumary.

CHAI RVAN BROMWN:  Thank you.

MR. FRI EDVAN: We woul d tender the witness for
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cross-exam nation. Thank you.

CHAI RVAN BROMWN:  Thank you.

Staff, can you help assist M. Sayler wth
passi ng out exhibits, please.

(Staff distributing docunent.)

CHAI RVAN BROMN:  Thank you.

Did you have extra for the other -- so, |
envi si on a qui cker, snoother process of
di stribution.

(Laughter.)

CHAI RMVAN BROWN:  All right. The w tness has
the exhibits. And M. Sayler, you have the fl oor.

MR, SAYLER: Thank you, Madam Chair.

EXAM NATI ON
BY MR SAYLER:

Q Good afternoon, M. Hoy. Wuld you take a --

turn to your resune, which is Exhibit 1.

A l|"msorry. Wich exhibit are you talking
about ?

Q Your exhibit -- your resune.

A |"ve got it. Thank you.

Q All right. According to your resume, you were
named the president of the Florida Business Unit for
Uilities, Inc. in 2014, correct?

A Correct.
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Q And prior to that, from 2006 to 2008, you were
the VP of operations for Florida and Louisiana, right?

A Correct.

Q And as VP of operations, you are responsible
for all the maintenance activities and pro fornma
projects, projects, things of that nature, that were
done in Florida and Louisiana; is that correct?

A Anmong ot her things, yes.

Q Al right. And prior to comng to Uilities,
Inc., you were with the gas industry; is that correct?

A Yes.

Q All right. And -- and since becomng the
Florida president in 2014, you would agree you've had
somewhat of an interesting start. Fromthe very
begi nni ng, hands on, working with all the secondary
water-quality issues with the Summertree custoners; is
that right?

A W -- we have worked with them yes.

Q All right. And you would agree that those
severe secondary water-quality issues gai hed sone
attention of the Legislature; is that correct?

A | -- 1 would say that the activity at the
Legi slature had sone of its beginnings in -- in the
Sumertree system yes.

Q Al right. M. Hoy, can we agree that, if |
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ask you a yes-or-no question, answer yes or no first,
and then, if you need an anplification --

A Yes.

Q Al right. Thank you.

And you woul d agree that, since becom ng the
president, the Legislature anended Florida statutes to
all ow custoners to petition to revoke a utility
certificate; is that correct?

A Yes.

Q And since then, also to require the Public
Service Comm ssion, when fixing rates, to specifically
address secondary water-quality issues; is that correct?

A Yes.

Q Al right. And a year ago, Uilities, Inc.
sent its test year in to the Public Service Comm ssion
requesting that this case be processed using the
Comm ssion's proposed agency-action procedures; is that
correct?

A Oiginally, yes.

Q All right. And you would agree that, if a
process, proposed agency action -- it would have avoi ded
a full admnistrative hearing; is that correct?

A Yes.

Q Al right. And also, it would have avoi ded a
full exam nation -- exam nation of your rate case by OPC
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and other intervenors |like we've had at -- for this
time, correct?

A |"mnot sure that's the case. | think the PAA
process allows for -- for full exam nation of a case.

Q Does it allow for sworn testinony by
I ntervenor parties or just between the utility and the
staff?

A No, it does not.

Q Al right. Thank you.

And you woul d agree that the timng of this
rate case was within your absolute control? Meaning,
you chose when to file it.

A Yes, we -- we choose to file.

Q Al right. And you would agree that there was
a nunber of what Public Counsel would call inconplete
I nformati on and pl acehol der exhibits in M. Flynn's
testinony; is that correct?

A There -- there were -- yes, there were
pl acehol ders in the -- in the testinony.

Q Al right. And you were aware, when you filed
It on August 31st, there were a nunber of exhibits
mssing fromM. Flynn's testinony.

A That was brought up in the deficiencies.

Q Al right. And when those exhibits were
refiled, the utility said, for a nunber of those m ssing
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exhibits, "Held for future use"; is that correct?

A | -- I"'mnot -- | don't recollect that.

Q Ckay. You don't recollect that the exhibits
in M. Flynn's testinony that were -- had no information
said "Held for future use"?

A That -- no, | don't renenber that.

Q Al right. So, if | were to ask what "Held
for future use" neant in his exhibits, | should ask
M. Flynn?

A Yes.

Q Thank you.

You woul d agree that, when Utilities, Inc. was
anticipating this rate case, it anticipated |arge
nunbers of custonmers attendi ng custoner neetings
schedul ed by the Commi ssion; is that correct?

A We woul dn't have been aware of how many
custoners would attend. W've had -- we've had hearings
I n cases where no custoners have attended.

Q Al right. But given that you' re seeking a
rate consolidation, as well as a |arge rate increase,
isn't it reasonable to conclude that a nunber of
custoners would attend those neetings?

A Sone.

Q Al right. And you would also anticipate an
I ncrease or rise in conplaints as it relates to the
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proposed final rates; is that correct?

A That has generally happened in the past.

Q Al right. And you -- have you | ooked into
t he docket file through the course of this proceedi ng?

A Yes, | have.

Q You woul d agree that hundreds and hundreds of
petitions, letters, conplaints, concerns, e-mails, et
cetera, have all been filed by custonmers and ot her
concerned stakeholders since this rate case was fil ed?

A Yes. |'ve seen those in there.

Q And you woul d agree that a proposal to double
rates for some custoners, while decreasing rates for
others, could quite -- could create quite a stir anongst
t he custoner conmunities?

A Not necessarily. Depends on the comunity.

Q Al right. So, you would agree that it would
create a concern for those who are payi ng higher rates,
correct?

A It -- it could, but we have sone systens where
we have | arge custoner base that no custoners attended
t he neeti ngs.

Q All right. And for the |arge custoner bases
where no custoners attended, were any of those getting a
significant increase in their rates?

A Not that |'m aware.
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Q All right. You would agree that there is a
quite a bit of participation fromthe custoners of
Sanl ando, Sem nol e County, and Longwood; and they're the
custoners who are experiencing |large rate increases,
correct?

A Well, that's al so one of our |arger custoner
bases.

Q Al right. And you would agree that those
custoner hearings, along with the public -- or the
Sumrertree custoner hearings were the nost well-attended
I n the whol e proceeding, correct?

A |'"'m-- that may be correct, but I -- | don't
have a count of each of them

Q All right. Now, M. Hoy, do you think that
Uilities, Inc. has been -- or would you agree that sone
m ght characterize Utilities, Inc.'s dealings with its
custoners as sonewhat tone-deaf to their concerns for
the many years that Uilities, Inc. has been in --

A No, not at all.

Q -- operation?

A Yes.

Q Al right. And as a result of this rate case,
did you anticipate quite a bit of negative publicity
fromthe custoners and even froml egislators?

A |"msorry. Repeat that?
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Q As a result of this rate case, did you
anticipate a significant anmount of negative publicity

fromcustoners, the press, perhaps, even |legislators?

A Well, | think, in -- in a case this -- this
| arge --

Q Yes or no.

A No, we didn't. In a case this large, it's --
it's conplicated and there -- there would be sone
attention.

Q No, you didn't anticipate a ot of attention

or, yes, you did anticipate a | ot of attention?
A No, we -- we didn't -- we didn't anticipate
the attention, but -- but we're not surprised by it.

MR, SAYLER: Ckay. Madam Chair, the first
exhibit | would Iike marked for identification
would be -- it's actually --

CHAI RMVAN BROWN:  We're at 263, too.

MR, SAYLER: Al right. 263. And this
exhibit is -- the descriptionis called "Rate Case
Expense. "

CHAI RVAN BROWN: Hold on one --

MR, SAYLER: Sorry. It mght be -- it mght
be out of order. | apol ogi ze.
CHAI RMAN BROWN:  Ckay. | see it. It's the

second one in the packet --
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MR. SAYLER  Yeah --

CHAl RVAN BROWN:  -- that | had. M. --

MR SAYLER  Yes, nma'am

CHAl RVAN BROAWN: M. Hoy, do you have a copy
of it?

THE WTNESS: How is it identified?

CHAl RVAN BROMWN: It says -- the description --

MR. FRIEDMAN. It's the second --

CHAI RVAN BROWN: "Rate Case Expense."

THE WTNESS: Oh. Got it. Ckay.

MR, SAYLER: Al right.

CHAIl RVAN BROAN:  So, we're going to go ahead

right now and mark that rate case -- 263,

description, "Rate Case Expense."

(Exhibit No. 263 marked for identification.)
BY MR SAYLER:

Q Take a nonent to famliarize yourself with the
exhi bit, please.

A (Exam ni ng docunent.) Ckay.

Q All right. And a nonent ago, | believe your
testi nony was that you did not anticipate significant
reaction fromcustoners or legislatures -- |egislators;
Is that correct?

A That's what | said, yes.

Q Al right. Then, you woul d agree that you've
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retai ned the public relations firm Tucker/Hall, on
Decenber 29th, 2017 [sic]; is that correct?

A Yes.

Q All right. And that was about ten days before
the first custoner service hearing; is that correct?

A Correct, but it was about three nonths after
the filing.

Q Ri ght. And you woul d agree that your first
di scussions with Tucker/Hall occurred |less than a nonth
after the Novenber 1lst agenda conference where -- where
your interimrates were voted on; is that correct?

A That, | don't -- | don't renenber when the
first discussion was.

Q All right. Wuld you turn to the first page
from Tucker/Hall's website. Do you see at the bottom
where it is identified Tucker/Hall, and at the bottom
It identifies their website? Do you see that?

A Yes.

Q All right. Wuld you read that page for us,
pl ease?

A This is the second page that has --

Q Excuse ne. It's -- the Page is 1/2.
A Ckay.
Q It says "Strategy, Crisis, and |Issues.”
A "Strategy, crisis, issues: W can help you
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successful | y navi gate your npst-conpl ex conmuni cations
chal | enges. "

Q All right. And the cost for retaining Tucker/
Hall is about $5,000 a nonth to help you through this
rate case; is that correct?

A Correct.

Q All right. Let's see. And -- let's see. |If
you will, turn to the page -- top of the page that says
"Tucker/Hall Crisis Managenent Strategy and |ssues.”

And at the bottomof the page, it's 2/2. Do you see
t hat ?

A Yes.

Q And you woul d agree that Tucker/Hall hel ps
conpani es grow their business, nmanage crisis situations,
and advance a particular agenda; is that correct?

A Well, that's -- that's one of their -- of the
focus they have. W -- we enployed them because, as we
got into this case, we knew the communi cati ons woul d
be -- woul d be somewhat conpl ex.

We don't have a communications staff. W're a
smal | conmpany with no comuni cati ons, nedia relations,
anybody. So, we enpl oyed sone outside services, know ng
that there would be sonme conmunications needed in this
case. W knew there would be sonme communi cati ons needed

after this case, as we went to tal k about how the fina
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rates are inplenented and how they affect each of the
cust oners.

Q All right. Wuld you turn to the next page
that says "Crisis managenent” in big letters at the top?

A Ckay.

Q And if you go down to the -- one, two --
three -- third paragraph, that first sentence -- take a
nmonment to | ook at that.

A (Exam ni ng docunent.)

Q Let nme know you're ready.

A The first -- the first sentence?

Q Yes, the first sentence.

You woul d agree it says that "Crisis
managenent strategy professionals use what is called the
crisis managenent arc that consists of three stages:
avoi dance, mtigation, and recovery," correct?

A That's what it says.

Q So, is it your testinony that this rate case
caused a crisis for which Uilities, Inc. needed to
retain Tucker/Hall?

A No. No.

Q Al right.

A W | ooked for sonme outside resources to help
us in the communi cati ons.

Q And you woul d agree that Uilities, Inc. is
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seeking recovery for Tucker/Hall expenses through rate-
case expense; is that correct?

A That's correct.

Q All right. And -- and if you turn to the
page -- a couple of pages through, the top of it says
"Industries.” Do you see that?

A Yes.

Q And each "industries" -- it describes
environnmental crisis managenent, governnment crisis
managenent, aviation, health, financial, travel -- all
sorts of crisis managenent. So, you woul d agree
Tucker/Hall specializes in crisis managenent, correct?

A As | said before, that's one of the things
they -- they tout thensel ves as, yes.

Q Al right. And for the record, the next
coupl e of pages are where this information was produced
t hrough di scovery, first to Public Counsel's Request for
Production No. 29. Do you see that?

A Yes.

Q And woul d you take a nonent to | ook at those
docunents. Do you have any reason to believe that those
were not produced in response to Public Counsel's
Producti on of Docunents Request No. 29?

A (Brief pause.)

Q Let ne rephrase ny question. Do those | ook
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| i ke docunents that you' ve seen before and that woul d
have been produced in response to OPC s request?

A | have -- | have seen this docunent before. |
wasn't responsible for -- for providing the docunents as
part of the request.

Q Al right. And if you look at that first
docunent dated Novenber 28th, Tucker/Hall -- do you see
t hat ?

A Yes.

Q You woul d agree that you do not see any Bates-
st anped page nunbers on that docunent; is that correct?

A No, | do not.

Q All right. And you would agree that the order
establishing procedure in this docunent -- or docket
requi res that every request for production of docunents
be Bates-stanped; is that correct?

A That, | don't know.

Q Ckay. And you would agree that it would be
very difficult to know what docunents are produced by
Uilities, Inc. fromanybody el se's docunents because
they're | acki ng Bates-stanped page nunbers?

A | -- that, | don't know.

Q Ckay. And you would agree that this
Comm ssion has routinely disall owed expenses related to

public relations and i nage enhancing; is that correct?
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A Yes, but that's not what this is.

Q VWll, you said they're a public relations firm
and they're advising you --

A No.

Q -- in this case, correct?

A No. No, | -- | said they helped us with
communi cations. W were looking for a firmthat had
communi cations skills. And this is the firmwe -- we're
using to help comunicate the rate-case details. And
ultimately, we haven't spent all the noney on this -- on
this contract. And we're looking for help as we
communi cate the ultimate outcome of this case.

Q So, they're trying to help you put a positive
spin --

A No.

Q -- onthis rate case?

A No, it's not spin at all. It's comrunications
of what actually happens.

Q Ckay. But you would agree that the Comm ssion
has routinely disall owed expenses related to PR and
| mage enhanci ng -- enhanci ng?

CHAI RMAN BROWN:  Counsel, asked and answer ed.
MR, SAYLER: What was his answer, ma' anf? |

don't renmenber his answer, yes or no. That's why |

asked it again. | apol ogize.
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CHAl RVAN BROMWN: Ckay. Go ahead.
THE WTNESS. Yes, |'ve seen that in the past.
BY MR SAYLER:

Q Ckay. Let ne ask you a question: Do you know
why these Tucker/Hall expenses were included in rebuttal
testi nony as opposed to filed in the original rate case?

A | -- 1 believe we incurred these expenses and
we made that decision to bring Tucker/Hall on to help
with conmunications as this rate case noved al ong, and
as we were | ooking for a need for communi cati on com ng
out of the rate case with the ultimate rates that are
deci ded.

Q And on the topic of non-Uilities, Inc.
enpl oyees or businesses or firns that Uilities, Inc.
engaged for this rate case -- you woul d agree that
Uilities, Inc. engaged Gunster to nonitor Public
Service Comm ssion and |l egislative activities; is that
correct?

A Not -- not for this rate case.

Q Not for this rate case.

A No.

Q And are you seeking cost recovery for their
services in this rate case?

A That, I'mnot aware of, if it was in the test

year or not.
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Q All right. You would agree that | obbying
expenses are routinely disallowed by the Comm ssion,
correct?

A That -- that's ny understandi ng, but we did
not engage them for | obbyi ng.

Q kay. And when it cones to nonitoring Public
Servi ce Comm ssion and regul atory activities, you do
have a person on staff to do that. |Is that M. Jared
Deason?

A For the Public Service Conm ssion?

Q Yes.

A For interaction with the Public Service
Comm ssion, yes. W -- Jared is here in Tall ahassee and
able to interact with staff.

Q So, you wouldn't need any outside counsel to
hel p you interact with staff; is that correct?

A No, that's not true.

Q All right. And it is your testinony that the
reasons you engaged Gunster -- it wasn't as a | obbyist;
Is that correct?

A It was not as a | obbyi st.

Q Ckay. But you do agree that | obbyists nonitor
| egi sl ati ve and agency activities for their clients,
correct?

A That -- that's one function of | obbyists?
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Q Ckay.

A That's your question?

Q Yes.

A That -- that can be one function. That's --
we -- we did not -- we did not engage Gunster to do any

| obbyi ng activity for us.

Q Ckay. And to your know edge, does the
Comm ssion routinely disallow | obbying activities?

A | think | have answered that, and the answer
was yes.

Q Thank you.

Al right. D fferent Iine of questions.
M. Hoy, as the Florida unit president, you would agree
that you're responsible for assuring that all the
Comm ssi on-ordered adjustnents are recorded on the
utility books, correct?

A | amresponsible for all of Florida operations
and the reporting of -- of the results.

Q Al right. And that would al so include
conplying with the Comm ssion orders and rul es
establ i shed by this Comm ssi on?

A Correct.

Q And that would al so i nclude naking sure that
t he Conm ssion-ordered adjustnents are properly booked

within the 90-day tinme period required by the Comm ssion
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orders; is that correct?

114 W. 5th Avenue, Tallahassee, FL 32303

A Yes, that's one requirenent.

Q And you woul d agree that you don't actually
verify that the Comm ssion-ordered adjustnents were
properly made. You del egate those activities; is that
correct?

A W -- as part of the order, we conply with the
order and file the Comm ssion-ordered adjustnments with
the Comm ssion within the tine -- tinme frane.

Q All right. And -- but you don't do that
filing yourself. | nmean, you delegate that --

A Ri ght .

Q -- to soneone who works for you.

A Correct.

Q And if those Conm ssion-ordered adjustnents
are not booked on tinme, who is held responsible in your
or gani zati on?

A That would be the -- well, the responsibility
ultimately lies with ne.

Q Uh-huh. Al right. And as it relates to
t hese Comm ssion-ordered adjustnents, if they are filed
| ate, several nonths after they were due or nmaybe years
after they were due, does the Conm ssion notify the
utility if the Comm ssion-ordered adjustnents are |ate
at the tine they file it?
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A Not that I'maware of, but if -- if -- we make
every attenpt to get themfiled on tine. |If there are
extenuating circunstances, there are questions about the
adj ustnents, work that has to be done with -- with staff
in order to understand them | will work with staff in
order to -- to let them know that we're working on them
and need sone extra tine -- extra tine.

Q And if you need extra tinme, do you put
sonmething in the docket file so that parties are
avail able -- or anyone can see that you're seeking extra
time?

A That, |I'm not aware of.

Q Al right. So, the answer to that would be --
never mnd. | would say no, but -- excuse ne. Strike
t hat .

You woul d agree, when the utility provides
proposed or actual journal entries to the Conm ssion
staff, and if there is no followup by staff, the
utility assunes those are accurate -- accurate and
accept ed?

A We assune they are accepted.

Q Al right. And despite that, you would agree
t hat sone of the Conmm ssion-ordered adjustnents have not
been nade correctly, correct?

A | think there's -- there's been sonme -- |
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woul d say not necessarily because | think there's been
sone concern as -- as the booking of the Comm ssion-
ordered adjustnents, and then the -- the discovery of
themin the next rate case or the trueing-up of themin
the next rate case.

It isn't always -- it isn't always the staff
auditor's position that they -- they were done correctly
either. There may be sone interaction back and forth at
that tinme as to whether they were booked -- booked
accurately and whether the auditor's assessnent that
t hey were booked correctly is true.

Q All right. | need you to clarify that. So,
at the tine you file the Conm ssion-ordered adjustnent,
I f you don't hear back fromthe Comm ssion staff, you
assune it is booked correctly, correct?

A Correct.

Q And then -- one, two, three, four -- however
many years later, you file a rate case, and staff audits
the rate case. And sonetines, in the audit findings, it
says that the utility did not properly book Comm ssion-
ordered adjustnents; is that correct?

A That -- that's correct.

Q Al right. And you would agree that failure
to tinmely nmake Conm ssion-ordered adjustnments has been

an issue that has been brought up in many different
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114 W. 5th Avenue, Tallahassee, FL 32303

prior rate-case dockets; is that correct?

A We've got a lot of -- of rate cases with a
nunber of different conpanies. And the -- the timng --

Q Yes or no.

A -- of the -- in some cases.

Q Ckay. Thank you.

And in the current audit by the audit staff,
you woul d agree that the current audit says that sone of
t he COAs have not been nade, correct?

A Yes, but we -- in a couple of cases, we didn't
agree with that.

Q All right. And M. Hoy, according to your
background, your Exhibit JPH 1 -- you're a professiona
engi neer; is that correct?

A Correct.

Q And are you licensed in Florida?

A No, that -- Wsconsin.

Q W sconsin. |s there a reciprocity between
Fl orida and Wsconsin? | don't know how that --

A No, there's not.

Q Ckay.

A "' mnot practicing engineering in Florida.

Q Ckay. So, you couldn't go out and put your
stanp on docunents.

A Not in Florida.
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Q Al right. And while you are in Wsconsin,
you have extensive experience in the gas and water,
wast ewat er industries; is that correct?

A Gas, electric, and water.

Q Al right. And earlier in nmy opening, |
stated that Uilities, Inc. is the private -- |argest
privately-owned water and wastewater provider in the
state; is that accurate?

A Qur under st andi ng, yes.

Q Al right. And when you were working for the
gas utilities, you would agree they had sone form of
preventive or predictive naintenance prograns in place?

A Different prograns for different things. |'m
not sure what would fall in that category.

Q Al right. So, yes, for different things,
correct? For maintenance activities?

A Depends what you put in -- that's a big --
that's a big bucket. So, | don't know what you woul d
necessarily put in that category. So, there may have
been sone, yes.

Q And do you recall, when | asked you that
question in your deposition, that your answer -- ny
question was: Wen you were wth the gas conpany, did
you have preventive-nmai ntenance-type prograns.

And your answer was, "Yes, we did." Do you
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recall that?

A Yes. And |I'mqualifying that by saying
there -- there may have been sone, but in -- in
different forns.

Q All right. And as -- do you recall ne asking
that -- you' ve been with Utilities, Inc. in sone form or
capacity since 2006, correct?

A Correct.

Q And after you were the VP for Florida and
Loui si ana, you went up to Northbrook, Illinois, which is
where Uilities, Inc. is headquartered?

A Correct.

Q Al right. For clarity of the record, if |
say Utilities, Inc. Northbrook, I nmean the parent
conpany for all of the systens around the country and --
woul d that be accurate, that --

A Yes.

Q Ckay. So, when you cane back to Florida to be
the president of the business unit, you already had sone
general famliarity with the Florida operations,
correct?

A Yes.

Q Both the building of new infrastructure,
renewi ng i nfrastructure, replacing infrastructure, as

well as mai ntenance activities?
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A Yes.

Q All right. And when you becane president of
the Florida operations in 2014, you woul d agree that
Uilities, Inc. lacked any formal plan for capital
| nprovenent s?

A No.

Q So, you had formal witten plans bound --

A No, | didn't -- | didn't say.

Q Ckay.

A | said we have plans. W have capita
projects that are in the formthat we use to prioritize
and -- and then execute.

Q You woul d agree you didn't have a capital
pl anni ng departnent, correct?

A No, not a formal capital planning departnent.

Q So, you had an informal plan. Wuld it be
fair to characterize it as a to-do |ist of capital
| nprovenent s?

A No, nore than that.

Q Ckay. And you would agree that Utilities,
Inc.'s informal capital inprovenent plan was based upon
the individual assessnents by | ocal systens of dedicated
enpl oyees who knew their systens?

A Partly, yes. That was part of the input that
went into it.
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Q And you woul d agree that, if a | ocal enployee
was nore experienced and had nore years in service, they
m ght have a better understanding of their system as
opposed to soneone who i s new?

A They m ght; they m ght not.

Q All right. You would agree that Utilities,
Inc. currently does not have and has not had any type of
formal five-year or ten-year plan for capita
| nprovenents; is that correct?

A Il -- 1 wouldn't say it's a formal plan, but
it's a -- as |'ve said before, we have extensive groups
of projects. And we bring projects into our -- our
planning all the tine. They cone in at a |later period.

And as we nove up in the planning process,
t hey becone nore and nore robust in terns of the detail
i nvolved with it. It goes through a very rigorous
process for approval and then ultimte execution.

Q And you're the one who signs off on those
approval projects, up to a certain dollar anount,
correct?

A Correct, up to a certain dollar anount.

Q And to get approval fromthe Northbrook,
IIlinois, what's the dollar threshol d?

A | believe that's a mllion dollars.

Q A mllion dollars. So, a nunber of these
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projects that are in your pro fornma request had to be
approved by Northbrook; is that right?

A |"msorry. You said a nunber of then?

Q A nunber of them

A Yes, there were sone that did.

Q Ckay. So, | believe your testinony just was
t hat you have short-term plans that go over one- to
two-, naybe a three-year horizon for those inprovenents,
correct?

A Yes, | think that's -- for the detailed
projects, that's where -- where nost of -- of the detai
Is for -- for -- for the near term W do have projects
as we | ook out on the horizon. And those conme into our
pl an and then nove up, as | said, as we get closer and
cl oser to execution.

Q Thank you.

As a -- you said your status as an engi neer,
pr of essi onal engineer, is non-practicing or --

A Correct. Correct.

Q Yeah. Ckay.

But as a professional engineer with years of
experience in the utility industry, you're generally
famliar wiwth the GPS -- excuse ne -- 3 S systens and
their capabilities, correct?

A Correct.
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Q And did you use those in the gas industry?

A Not -- not early in ny career, no.

Q Latter -- to the latter part of your career?

A Ch, | would have to go back and thi nk about
when it was.

Q All right. Do you think you were using those
around the year of 2005, 2006, when you made your
transition to Uilities, Inc.?

A | think we had just started.

Q Ckay. Thank you.

And you woul d agree that the G S systemis one
of the pro forma projects that UF is inplenenting in
this rate case, correct?

A Correct.

Q And it is supposed to help Utilities, Inc.
| ocate and nap all of its assets, correct?

A Vll, it's -- it's one tool, yes.

Q Al right. You would agree that, in addition
to the gas industry, G S-type systens have been used in
the water and wastewater industry for years?

A For sone, yes.

Q Excuse ne? Wat was your -- for sone --

A For some conpanies, yes.

Q And -- and you woul d say generally the | arger
conpani es, correct?
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A That, | don't know.

Q Ckay. And you would agree that there are many
potential benefits for inplenmenting a AS system for
Uilities, Inc.'s systens; is that correct?

A There -- there can be, yes.

Q Al right. And one of those benefits is -- of
having a -- your facilities located in GSis that it
allows you to quickly identify breaks, to repair breaks,
to identify valves, to shut down the system so as for
Uilities, Inc. to interrupt a m ni mrum nunber of
custoners, correct?

A That's a benefit, yes.

Q And you woul d agree that, only now, in pro
forma, Utilities, Inc. is now seeking to inplenent a G S
systemfor its Florida operations?

A That's -- that's a pro forma project in this
case, yes.

Q Al right. But you would agree you could have
done that starting in 2006 when you cane to Fl orida,
correct -- or were overseeing Florida and Loui si ana,
correct?

A | don't know. | don't know what woul d have
been available for -- for UF at the tine.

Q Al right. It would be accurate to state
t hat, when you started supervising Florida and
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Loui siana, you did not inplenment a G S systemfor either
state; is that correct?

A Not in 2006, no.

Q Ckay. And you woul d agree that one of the
reasons Utilities, Inc. did not inplenent a G S system
was Utilities, Inc. had good operators; and paper naps
wer e about as good as anything; is that correct?

A | think, at that tinme, that -- that those
tools sufficed. | think we're at a stage now where we
believe it's a -- it's a benefit to put it in. And it's
also -- we have to renenber, this isn't buying software
off the shelf and just plugging it in. There's a |ot of
work that has to go into not only converting the maps,
but then also digitizing all the equipnent that's out in
the field that goes with it.

Q And it's your testinony that G S would need to
work in conjunction with sonme other operating system
managenent systemto --

A To get the nost benefit out of it, yes.

Q How conme you didn't inplenment G S and that
ot her system back in 20067

A W were -- had other priorities at the tine
and -- and it wasn't a critical need at the tine. W
were able to get the work done with -- with the manual

systens that we had.
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Q All right. Sane question for A S and that
ot her program \Wen you cane to Florida in 2014, you
didn't inplenent one of those at that tine?

A Not at that tine.

Q Ckay. Earlier | asked you questions about the
timng of this rate case and the fact that -- or |
believe the fact is that it was your decision on the
timng for when this rate case would be filed; is that
correct?

A Yes.

Q All right. So, ultimately, the actual
decision to file it on Cctober -- excuse ne --

August 31st rested wth you, correct?
MR. FRI EDMAN:. Asked and answer ed.
CHAl RVAN BROMWN:  Yes. Move al ong, M. Sayler,
pl ease.
BY MR SAYLER:
Q All right. So, when you pulled the trigger on

August 31st, you knew that there were sone serious holes

in your -- your filing; is that correct?
A No.
Q You knew that there was m ssing cost

I nformation for a nunber of pro forma plant additions;
Is that correct?

A Wll, that's the case in -- in a nunber of
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filings; that pro forma cost information needs to be
updat ed through the filing.

Q And you woul d agree that staff's first
efficiency letter indicated that you were m ssing sone
exhibits entirely, correct?

A | believe so.

Q And when you refiled those exhibits, sone of
those -- excuse ne. | asked that question earlier.

And for the docunents that you filed -- that
Uilities, Inc. filed for M. Flynn's testinony that
said "Held for future use," were you surprised when this
Comm ssi on deened that your filing was conpl ete, even
t hough you had m ssing information for those projects?

A No.

Q Ckay. And you would agree this is your first
full-blow evidentiary hearing in Florida since you
becane the president of the Florida unit, correct?

A For a rate case, yes.

Q And nost of those proceedi ngs you were
I nvol ved with used the Conm ssion's proposed agency-
action procedures, correct?

A For the rate cases, yes.

Q And during those proposed agency-action rate
cases, you would agree that Utilities, Inc. supplenents

their -- that original filing all along the rate-case
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process; is that correct?

A W have, yes.

Q All right. And those supplenents are in
response to staff's data requests?

A Yes.

Q All right. And you would agree that sonetines
t hose suppl enents cone all the way up and to right
before the Comm ssion finalized -- the staff finalizes
Its recomendation, correct?

A | believe so, yes.

Q And you woul d agree that a utility has a |large
I ncentive to respond to staff's data request and provide
the informati on they requested, correct?

A We generally try to provide all the
I nformation requested that we can.

Q All right. And since this is your first
evidentiary hearing in a rate case, you would agree that
you' ve | earned about sonme of the differences between the
Comm ssion's PAA process and a Section 120.571
evidentiary hearing; is that correct?

A VWll, there are differences, yes.

Q Al right. Are you famliar with the term
"Oficial date of filing"? Is that --

A Yes.

Q And you woul d agree that, on Novenber 22nd,
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when this filing was deened conplete, that was the

official date of filing for this application, correct?
A Yes.
Q All right. And that triggered the eight-nonth
time clock, correct?
A Correct.
Q And you woul d agree that Public Counse

started serving discovery in this case in early

- that sounds

Sept enber -- about m d-Septenber. Do you recall?
A | -- 1 don't recall, but that -
right.
Q Al right. And even though the application

was deened conpl ete on Novenber

that Utilities, Inc. did not

22nd, you woul d agree

respond to OPC s first

several sets of discovery until sonetine early January;
Is that correct?

A |'"'mnot aware. | just don't recall.

Q Al right. Do you recall that Uilities, Inc.
served di scovery on the projects in M. Flynn's
testinony that still said "Held for future use"? Do
you -- did you know that?

A l"msorry. | mssed that question.

Uilities, Inc.?
Q Yeah, Utilities, Inc. of Florida -- were you

aware that we served di scovery asking for

I nformati on
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about your pro forma projects in M. Flynn's testinony?

A | don't recall

Q Ckay. And you would agree that, after
Utility -- or excuse ne -- after the Ofice of Public
Counsel provided testinony of March 6th, that Uilities,
Inc. responded with rebuttal testinony on April 3rd,
correct?

A | don't recall the date.

Q Al right. And you would agree that
Utilities, Inc. provided new, updated information
regarding a nunber of the Utilities, Inc.'s pro forma
projects that were different fromwhat they originally
arrest- -- requested in the rate-case application?

A Yes, | believe we -- we updated the pro form
project estimates and costs.

Q And you woul d agree sone of those costs went
down from what you requested in direct, correct?

A | would believe so, yes.

(Background noi se.)

MR, SAYLER: Bells from heaven

CHAI RVAN BROMN:  It's pretty.

(Laughter.)

CHAl RVAN BROAN:  Wbul d you repeat the
guesti on?

MR, SAYLER: Certainly.
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BY MR SAYLER:

Q You woul d agree that sone of the costs,
estimted costs, for the pro forma projects that you
requested in your direct -- in your original filing --
t hose estinmated costs have actually -- the final costs
are less than what you originally requested, correct?

A Yes, | believe that was the case for sone
proj ects.

Q All right. And -- but you would agree that
some of the project costs are now nuch hi gher than they
were originally estimated; is that correct?

A Sonme projects, yes.

Q You woul d agree that, if Uilities, Inc.
forgot sonething or omtted it inits original filing,
and then, again, inits rebuttal filing, it also
admtted it -- you would agree that Utilities, Inc.
shoul d not be entitled for cost recovery for things they
did not request?

A No.

Q "' msorry?

A No, if -- if there's sonething in the filing
that -- that's corrected through these proceedi ngs or
sonme other tinme -- | believe that could be corrected.

Q All right. So, it is your testinony that, if

it's not in your MFRs, your testinony, or exhibits in
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your direct case or your rebuttal case -- it's your
testinony that Utilities, Inc. should be eligible for
sonet hing they did not ask for?

A VWll, it depends what the correction is.

Q All right. Are you saying that this
Commi ssion, on its own notion, can provide the utility
nore in revenue requirenent than the utility originally
requested in its original case and in rebuttal ?

A No, but | don't believe we asked for that.

MR, SAYLER: Al right. There's another
exhibit. The next one should be "Evol vi ng New

St andards. "

CHAI RVAN BROMWN. So, that's the top one that |
have. And we're going to identify that as

Exhi bit 264, and have the description M. Sayler

j ust sai d.

(Exhibit No. 264 marked for identification.)
CHAl RVAN BROAN:  You mmay proceed.
MR, SAYLER: Certainly.

BY MR SAYLER:

Q Wul d you take a nonment to famliarize
yourself with that exhibit and also turn to Page 2 of
your testinony -- unnunbered Page 2. The Lines 22
t hrough 24 on Page 22 are what | would |ike you to | ook

at .
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A Ckay.

Q Al right. You would agree -- it's your
testinony that the utility has a -- has the chall enge of
neeti ng constantly-evol ving EPA regul ati ons and ot her
standards with respect to water and wast ewater
treatnent. Do you see that?

A Yes.

Q You woul d agree that all regulated industries
al ways have to conply with constantly-evol ving
gover nnent regul ati ons and ot her standards, correct?

A Correct.

Q And whet her you're electric, gas, water,
wast ewat er, you have to evolve and conply wth those
charges and standards, correct?

A Correct.

Q And that's true whether it's a requl ated
I ndustry or a private industry, correct?

A Correct.

Q Unregul ated -- all right.

And is it your testinony that, for Uilities,
Inc., evolving EPA regul ati ons and ot her standards are
particularly challenging to Uilities, Inc.?

A Not to Uilities, Inc. | think it can be a --
chall enges within the industry. So, it's not only the

EPA. It's the water managenent districts. It's -- it's
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the | ocal governnents. So, constantly-changi ng

regul ations there are -- are inportant for us to -- to
understand and then -- and then adapt to.
Q All right. Is it -- so, your testinony is it

Is not challenging to UWilities, Inc., correct?

A Wll, it's -- it's a challenge, | think,
for -- for anybody in this industry.
Q s that because Utilities, Inc. doesn't have

systens in place to conply with those changi ng
regul ations --

A No, not at all.

Q -- and standards?

Al right. Wuld you turn to the exhibit
I dentified as "Evol ving New St andards."
CHAI RMVAN BROWN:  Exhi bit 264.

Q All right. W're going to | ook at your
response -- the utility's response to 244. Do you
recall responding to this question?

A Yes.

Q All right. And this is one of the questions
staff identified for you to be famliar with, correct?

A Pard- -- pardon ne?

Q This is one of the questions staff asked you
to look at as far as staff's exhibit; is that correct?

O do you know?
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A No, | don't -- | don't renenber.

Q Ckay. And you would agree for 20- -- 244A,
you're giving a general overview of the changi ng EPA
regul ations that, then, the Florida Departnent of
Environnental Protection are required to enforce; is
that correct?

A Correct.

Q You woul d agree that responding to chall engi ng
or changing regulations is a greater challenge to
Class Cutilities than to Class A utilities, correct?

A Not necessarily.

Q All right. And you would agree that water
utilities now need to conply with secondary water -
qual ity standards beyond what is required by the
Departnent of Environnental Protection, correct?

A Correct.

Q And you woul d agree that that includes pass-
t hrough systens?

A Correct.

Q All right. And if you pro- -- produce water,
meaning |i ke, for instance, in Sanl ando where you
produce water fromwells and treat it, you would agree
you nust conply with stricter standards enforced by the
Public Service Commission in a rate proceeding,
according to Section 367.0812; is that correct?
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A I"'m-- I'"'msorry. | didn't understand the
gquesti on.

Q Al right. 1'lIl -- 1"ll rephrase. You would
agree that the statutes recently changed to provide
stricter standards of enforcenent for secondary water
quality in rate-case proceedi ngs, correct?

MR FRIEDVAN. |'m --
Q And if you're a producer of that water, then

you nust conply with those standards?

MR FRIEDVAN: |I'mgoing to object to the
question. If he wants to answer it, just of his
know edge, but if it's -- it's -- that's a | eqal

guestion that is beyond the scope of his expertise.

CHAl RVAN BROMN: He's asked a few | egal
guestions that you didn't object to.

MR. FRIEDVAN.  Well, and -- and it's the sane
way it's -- as we went through at agenda the ot her
day.

CHAI RMVAN BROWN:  Ckay. M. Sayler, first of
all, it was a conpounded questi on.

MR SAYLER. Certainly --

CHAI RVAN BROWN: Can you restate your -
rephrase your question.

MR, SAYLER: Certainly.

111
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BY MR SAYLER:

Q You would like ne to rephrase, M. Hoy?

A Yes.

Q All right. As a water producer, you nust
conply with the stricter standards enforced -- that the
Comm ssi on, now, enforces in a rate proceeding, correct?
To your know edge, do you know?

A To ny know edge, yes, the -- those
standards -- sone of those have already been in place
w th the Conm ssion.

Q Now, if you are a -- a buyer and reseller of
water -- if the water that you purchase has undesirable
secondary attributes, you would agree that Utilities,
Inc. is still responsible for providing water to those
custoners that neets secondary qualities, correct?

MR FRIEDVAN: | object, to the extent it
calls for a | egal concl usion.

CHAI RMAN BROWN:  (Cbj ection overruled. 'l
allow the wwtness to answer it, if he -- if he
knows, he knows.

THE WTNESS: | believe so.

BY MR SAYLER:

Q All right. And that would include potentially

retreating water to resolve the secondary issues in

those water, correct -- secondary water-quality
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attributes in those waters?
Do | need to repeat the question?
Yes.

Q Ckay.

CHAl RVAN BROAN:  And M. Sayler, could you

pl ease just speak a little bit louder and a little

bit clearer for our court reporter.

MR, SAYLER: | apol ogi ze.
CHAI RVAN BROMN:  Thank you.
BY MR SAYLER:

Q You woul d agree that, if you purchase water
t hat doesn't neet the secondary standards, then you nust
potentially retreat that water to do sonething to
beconme -- to cone into conpliance with the secondary
wat er-qual ity standards, correct?

A Yes, or enforce the -- the provisions of the
agreenent wth the supplier.

Q Ckay. Now, turn to the next page, 224 --
excuse nme -- is it -- 244B. Here, you discuss your
efforts to conply wwth the evol ving new st andards,
correct?

A Correct.

Q Now, here, you provide a |ist of projects that
fall into one or nore of the above categories, correct?

A Correct.
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Q And | don't understand your response for
Sandal haven. It says: Interconnection of Sandal haven
wast ewat er system and abandonnent of the plant that was
the preferred alternative to neet effluent discharge
limts. Do you see that response?

A Correct.

Q Isn't it true that the UWilities, Inc.
prematurely retired the Sandal haven wast ewat er -t r eat nent
pl ant because it was under a consent order?

A No. When you say prematurely, you nmean from
an accounting standpoint or froma --

Q From a nai nt enance st andpoi nt.

A No. No. The reason for abandoning the -- the
Sandal haven plant was, first of all, the effl uent-

di sposal option went away. So, there -- it needed an
al ternative.

Q You woul d agree that the -- the Departnent of
Environnmental Protection consent order arose because
Utilities, Inc. didn't properly renew or maintain its
percol ati on ponds or find another custoner for reuse
once the golf course went bankrupt?

A No, | don't believe that's correct.

Q Al right. And as a result of the retirenent
of the Sandal haven wast ewat er-treatnent plant, you would

agree that the used-and-useful ness of the utility's
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I nvestment in the Engl ewood interconnection as well as
all the plant, punps, force mains designed to create
that interconnection -- you would agree that that used-
and- useful percentage nore than doubl ed after that

wast ewat er-treatnment plant was retired, correct?

A | believe we asked for a hundred percent used-
and-useful in this case.

Q But it went up from about 15-percent used and
useful to quite a -- nore than double the 15-percent
used- and-useful, correct?

A That woul d be a question for M. Seidman.

Q Thank you.

And you woul d agree that Uilities -- or
excuse nme -- the Ofice of Public Counsel protested the
Commi ssi on's used-and-useful determ nation in that case,
correct?

A Correct.

Q And that there was a settl enent between
Uilities, Inc. and the Ofice of Public Counsel that
expressly stated that the Conm ssion's prior used-and-
useful determ nation, neaning the one that was approved
I n the PAA order, was non-precedential and -- in val ue
in this consolidated rate case, correct?

A | believe that's the case, yes.

Q So, in other words, the Uilities, Inc.,
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Public Counsel, any intervenors, and the Conm ssion
staff get a fresh opportunity to revisit the Sandal haven
used- and-useful percentage in this case w thout any
reliance on the prior order, correct?

A That -- that's interpretation, yes.

Q So, your testinony is that the Conm ssion --

CHAI RMAN BROWN: Asked and answer ed,

M. Sayler, like, two tines.

MR, SAYLER: Madam Chair, he said that was a
matter of interpretation. And I'mtrying to
understand what he neans. |s he saying that this
Commi ssion doesn't -- that the settlenent that we
entered into --

CHAl RVAN BROMAN:  You' ve asked the questi on,
now, three different ways. |If you can, nove al ong,
pl ease.

MR, SAYLER:  Certainly.

Al right. Wuld you turn to the next exhibit
entitled May 2nd -- "May 2nd e-mail regarding PSC
I nterrogatory 296."

CHAl RVAN BROMWN: Ckay. So, we are going to
mark that as 265, and identify it as you just
st at ed.

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

CHAl RVAN BROAWN:  You're wel cone.

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

127

M. Hoy, you have a copy of it?

THE WTNESS: Yes, | do.

(Exhibit No. 265 marked for identification.)
BY MR SAYLER:

Q Wul d you take a nonent to look at it, sir.

A Yes.
Q And you were -- you would agree that you were
copied on this e-mail, correct?

A Correct.

Q And the e-nail was dated May 2nd, correct?

A Correct.

Q Al right. Wuld you please turn to the next
page where it says -- the question, Interrogatory 296,
correct?

A Correct.

Q All right. And you would agree it says,
"Pursuant to Order No. PSC- 140521-FOF, Uilities, Inc.
was authorized to create a reqgulatory asset for the
followng utilities" -- and I'mnot going to nane them
"Please provide Uilities, Inc.'s calculation of the
regul atory assets for each system"” Do you see that?

A Yes.

Q And the response says, "See spreadsheet
provided with this response," correct?

A Correct.
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Q To your know edge, did the utility provide the
correct spreadsheet when this response was due on
April 19th?

A That, |1'm not aware.

Q Al right. Wuld you, now, flip back to the
e-mail to M. Trierweiler of Comm ssion staff. Wuld
you read what it says.

A Pursuant to staff's request, attached is the
schedul e of the Project Phoenix regul atory asset,
according to generic docket -- the generic docket order,
UF did not include this inits filing, and it shoul d
of fset any negative revenue adj ustnents.

Q All right. You would agree that Utilities,
Inc. did not include the Project Phoenix regulatory

asset allowed by the generic docket in its original

filing.
MR. FRI EDMAN:  Asked and answered. | --
MR. SAYLER: Madam Chair, | asked himto read
the question. And now | amasking himif he -- to

his know edge, if it was included in his direct or
rebuttal .

CHAI RMAN BROWN:  Ckay. I'Il allow the
guesti on.

THE WTNESS:. |t was -- sorry. Was it

i ncl uded i n where?
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BY MR SAYLER:
Q You woul d agree that Utilities, Inc. failed to
I ncl ude the Project Phoenix regulatory asset allowed by

t he generic docket order in its original filing,

correct?

A | don't -- | don't believe it was included,
no.

Q kay. And the sane would be true on rebuttal.

It wasn't included on rebuttal.
A | don't believe so, but I"'mnot -- |I'm not
totally sure.

MR, SAYLER: Ckay. Thank you.

If you wll, turn to the next couple of
exhi bits.

Madam Chair, if we can go ahead and identify
bot h.

CHAl RVAN BROWN:  So, we're at 266. So, which
one would you |ike?

MR. SAYLER: Cost savings and all ocations
first.

CHAl RVAN BROMWN: Ckay. W're going to go
ahead and identify that as 266, cost savings and
cost allocations. And then 267 will be U F cost
savi ngs.

MR, SAYLER: Yes, nma'am

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

130

CHAl RVAN BROMWN:  CGot it.

(Exhibit Nos. 266 and 267 marked for
I dentification.)
BY MR SAYLER:

Q Pl ease take a nonment -- please take a nonent
to | ook at those.

A (Exam ni ng docunent.) Ckay.

Q All right. Just to give you a heads-up, |I'm
al nrost done with all ny questioning. So, hopefully we
can run through these quickly and nove on.

A Ckay.

Q You woul d agree that Utilities, Inc. is a for-
profit business, correct?

A Correct.

Q And as a for-profit business, a regul ated
busi ness -- excuse ne. And you would agree that, for a
regul ated utility business, profit equates to maxim zi ng
sharehol der returns within the range authorized by a
regul atory Conm ssion, correct?

A Vll, I think we have the ability to earn a
return, but not necessarily sure of -- that your
statenent is a hundred percent correct.

Q Ckay. But you would agree that the
sharehol ders want the utility operators to -- to, as

much as possible, nmaxim ze their returns, correct?
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A No, | think the utility owners want a well-run
utility, of which one objective is a fair return, along
with a nunber of other key perfornmance indicators.

Q Al right. You would agree that conpanies
such as Uilities, Inc. of Florida or Uilities, Inc.
Nor t hbrook or Corix or any other utility -- they're
al ways | ooking for ways to find cost savings, correct?

A Vell, we -- we strive to find cost savings,
yes.

Q kay. And for the sake of these coupl e of
questions, you would agree that profit or sharehol der
revenues is basic -- excuse ne -- shareholder returns is
basically the fornmula -- you take whatever revenues you
get fromwater or wastewater sold to the custoners |ess
the costs, and the remainder is what is returned to the
shar ehol ders, correct?

A Less a nunber of other things, yes.

Q kay. Taxes and a few ot her things.

All right. And you would agree one of the
mai n ways that a regulated utility business grows its
revenues i s through increased sales through growth and
demand, correct?

A Gows its revenues? Yes, that's one way.

Q Al right. And another way woul d be

I ncreasing its rate base, correct?
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A No. You need to return -- increase rates in
order to get that.

Q Right. Correct, that -- to increase the
returns, you would need to increase rate base, correct?

A To increase -- if you increase the rate base
W t hout increasing the revenue, you woul d erode your
returns.

Q | didn't understand your response.

A You said -- you said, one way to increase the
return is to increase rate base.

Q Excuse ne. Let ne rephrase ny question.
Thank you.

Let ne just nove to the next question. You
woul d agree that the addition of the $30 million in pro
forma additions to rate base that Uilities, Inc. is
proposing wll, in turn, increase its profit or the
anmopunt of noney that it can send to Northbrook -- to
Utilities, Inc. Northbrook, correct, to the --

A No. Sanme -- sane answer as last tinme: That's
an increase in rate base. That's an expense. So,
unless -- unless a fair return cones along with that,
the increased rates that go with it -- there is no
addi ti onal return.

Q Wel |, assumi ng you increase rate base and get

the increased revenues associated wth that, you would
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agree that that increases the sharehol der return because
you have nore rate base, correct?

A Well, that increases the sharehol der -- the
share- -- it doesn't increase the overall return
percentage. There is nore capital invested. So
there's -- there's obviously nore return needed to cover
that cost of that capital.

Q Al right. You would agree that another way
to -- to increase the -- the nonies that Uilities, Inc.
Is able to return to Utilities, Inc. in Northbrook is to
reduce O & M costs, including salary costs?

A It may or nmay not because that -- that, in
turn, could result in a rate decrease.

Q Ckay. And assum ng perfect rate-naking,
meani ng that, as you increase your rate base and cost
savings that -- | nmean, froma hypothetical standpoint,
assum ng perfect rate-nmaking, you would agree that O & M
costs, while increasing rate base -- you woul d agree
that it is wwn-win for profitability -- excuse ne. Let
me just strike that question.

You woul d increase -- you woul d agree that
repl aci ng aged infrastructure hel ps reduce O & M costs
in the -- going forward, correct?

A Possi bly for that particular asset, but there

are other assets that are aging --
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Q Al right. So, for every --

A -- additionally.

Q Excuse nme. | didn't nmean to cut you off.
A Go ahead.

Q All right. So, for every aging asset that's
replaced, the O & M cost that was necessary for that

agi ng asset should be reduced, correct?

A Not necessarily. It depends on the asset.

Q Wul d you please ook at Uilities, Inc.'s
response to OPC Interrogatory No. 26.

A Ckay.

Q You woul d agree that Uilities, Inc. engaged

Johnson Controls; is that correct?

A Correct.

Q And did that -- did your work with Johnson
Controls produce any kind of cost savings for Utilities,
I nc. ?

A | believe -- | did not provide this response,
but I -- | believe that we explored cost savings with
Johnson controls, and there were no opportunities
I dentifi ed.

Q And there were no opportunities?

A Not that |I'm aware of.

Q Ckay. Now, if you | ook at Public Counsel's

guestion, we asked: Please |list and describe any major
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cost savings, initiatives, or prograns inplenented
during the 2014, '15, '16 year to date. Do you see that
gquesti on?

A I"msorry. Wich question?

Q The question to PODs 26 -- do you see that we
asked for information about 20167

A Yes.

Q And you woul d agree that there's nothing in
the response from 2016, even though we requested
I nformation about those cost-saving initiatives?

A Again, | did not provide this response.

Q You woul d agree that's -- there's nothing in
t hat response for 20167

A | don't see anything in here, no.

Q All right. And consistent with your opinion
that rates -- going forward, rates should be based upon
the test year -- excuse ne. Let ne rephrase that
gquesti on.

Is it your opinion or testinony that rates
shoul d be based upon financial information in the test
year, correct?

A Yes, that's the basis, the start of it.

Q And is that also true unless it -- sonething
happens outside of the test year that increases the

revenue requirenent; then, you believe the utility
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shoul d be entitled to that information outside of the
revenue requirenent, correct?

A There are sone limted itens, yes --

Q Excuse ne.

A -- like pro forma projects.

Q Excuse ne. Not outside the revenue
requi rement, but outside the test year.

A Correct.

Q Al right. If you look at the response to
No. 27 that says "Cost allocations,” the response says,
"Allocations used in the annual reports are inaccurate."
Do you see that?

A Yes.

Q And you woul d agree that filing accurate
annual reports is sonething -- an inportant duty of the
president of the utility, correct?

A Yes.

Q If you will, turn to the next exhibit entitled
"UF Cost Savings." You would agree that Public Counsel
asked for any external or internal assessnents about
efficiency gains or cost savings that Uilities, Inc.
expects to achieve through its consolidation efforts.

Do you see that?
A Yes.
Q Pl ease review your response to 285 through
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287.

A (Exam ni ng docunent.) Okay.

Q Al right. Wuld it be a fair
characterization that -- to say that UWilities, Inc.
expects cost savings to occur in future rate cases?

A That's -- that's a possibility. |t depends
how this rate case is -- is finally decided.

Q Okay. Meani ng whet her or not the Conm ssion
consol i dates rates; is that --

A Correct. That's one factor, yes.

Q Ckay. Now, you would agree that Uilities,
Inc. of Florida is not the first Utilities, Inc.
subsidiary to consolidate in the statew de uniform

rates; is that correct?

A | believe there have been other attenpts. |'m

not sure anybody went all the way to one single tariff.

Q What about Il1inois?

A In Illinois, we were successful in going to
one tariff.

Q All right. Now, based upon Uilities, Inc. of
[1linois' experience with single-tariff rates, do you
bel i eve that the parent conpany has an i dea about what
to realize in respect to cost savings fromthe
consol i dati on?

A No. That's a conpletely separate -- separate
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systens, separate state.

114 W. 5th Avenue, Tallahassee, FL 32303

Q So, you don't think that Uilities, Inc. in
Nor t hbr ook expects Utilities, Inc. of Florida to realize
cost savings as a result of the consolidation?

A No, other than what's laid out here in terns
of maybe sone filings wth the Secretary of State and
sonme future rate cases.

Q So, if you don't expect any future cost
savings as a result of consolidation, why do a
consol i dati on?

A Because it's easier to manage the conpani es
under one -- under one unbrella than it was with 12
separ at e conpani es.

Q All right. And you would agree that a well -
run conpany |ike yours should al ways be studying ways to
I ncrease revenues and decrease costs, correct?

And that's ny final question.
A Yes.

MR, SAYLER: Al right.

CHAI RMAN BROWN:  Al'l right. Thank you,
M. Sayler. No nore questions?

MR, SAYLER: No, ma'am Thank you.

CHAI RMVAN BROWN:  Thank you.

Al right. M. Arnstrong -- | just want to
check with the court reporter to nmake sure she's --
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THE COURT REPORTER (I ndicating.)

CHAl RVAN BROMWN: Ckay. W're going to proceed
ahead.

MR, ARMSTRONG.  Thank you, Madam Chair. |
have ny exhibits here.

CHAI RMAN BROWN:  Thank you.

Well, have staff -- can you assi st
M. Arnstrong?

MR, ARMSTRONG  However - -

CHAl RVAN BROMN: How - -

MR, ARMSTRONG. -- was | supposed to
consolidate themthe way -- | nean --

CHAIl RVAN BROAN:  Ch, coll ate thenf

MR. ARMSTRONG  Yeah. | nean, | have them --
20 of each one.

CHAI RMVAN BROWN:  Ckay.

MR. ARMSTRONG But | didn't collate them

CHAI RVAN BROMWN:. Staff, can you go ahead

and - -

(Di scussion off the record.)

CHAI RMVAN BROWN:  Al'l right. You know what,
we -- we're going to go ahead and take a quick

five-mnute break. This is an appropriate tine.
And we'll reconvene in -- at 4:05. Thank you.

(Brief recess.)
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CHAl RVAN BROMN:  And we appreci ate
M. Arnstrong having these collated for us. Thank
you for working wwth us. It saves us a |ot of
tinme.

MR, ARMSTRONG. They'll be coll ated next tine,

| prom se --
CHAI RVAN BROMN: | appreciate it.
MR. ARMSTRONG -- for the next wtness.

CHAI RVAN BROWN: Great .
Ckay. So, you have the floor, sir.
MR, ARMSTRONG.  Thank you. Thank you, Madam
Chair.
EXAM NATI ON
BY MR ARMSTRONG
Q Good afternoon, M. Hoy.
A Good afternoon.
Q On Page 1 of your testinony, you testify that
you' re providing an overview of the rate request and a
summary of your request for rate relief and you're
generally -- generally describing the factors
contributing to the need for rate relief of Uilities,
Inc. At Line 23, you're --
CHAI RVAN BROAWN:  Ch, just a -- just a -- if
you don't mnd, staff, could you, please, silence?

It's kind of hard -- there's a |ot of noise going

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

141

on here.
M. Arnstrong.
MR, ARMSTRONG  Thank you.
CHAI RVAN BROMWN:  You' re wel cone.
BY MR ARMSTRONG

Q At Line 23 of Page 1, you refer to the fact
that you're the largest regulated utility in Florida,
and you have 60,000 ERCs, | believe.

A Correct.

Q At one tinme, the affiliated conpani es under
the Uilities, Inc. of Florida -- there were about a
hundred thousand ERCs in Florida, weren't there?

A Ch, | don't recall. | think --

Q | mean, if you -- if you think of our system
in, what Sem nole County, and if you think of the South
Gate systemin Sarasota and the two systens in Bay
County -- it was about a 100,000 ERCs. Does that sound
about right?

A W have nore ERCs in Florida; | just don't
recal |l the nunber.

Q Yeah, okay.

| guess you' ve been -- you nention on Line 21
that you've been in Florida for 40 years, right?

A UF, correct. | thought you neant ne,

personal ly.
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(Laughter.)

Q Right. No, the utility. The utility.

Uilities, Inc. of Florida waited that 40
years to consolidate all the utilities under one
utility, correct?

A Wll, we -- we did sone consolidation, I
think, prior to that into -- like into the old UF
system So, this is the first tine we're consolidating
I nto one regul ated conpany here in the state, yes.

Q Yeah. That's right.

And | guess, was it part of the hesitation to
consolidate all of the utilities in one -- was part of
the hesitation the fact that, if you sold a system you
m ght have to share the gain with all the other
cust onmer s?

A No, | don't -- | don't think that's the case.

Q Ckay. So, when you sold those systens in
Sarasota County, and it -- it didn't -- it wasn't a
factor that kept you away from consolidati ng because you
m ght have had to share that gain.

A No.

Q Ckay. Can | just refer -- there -- probably a
nont h ago, three weeks ago, we received the project
brief for the asset-managenent system And |I'm | ooking

at Page 14 of 43 of Exhibit 50 of M. Flynn's testinony,
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but I'lIl just read to you what | -- what | wanted to
pass by you.

At Page 14 of Exhibit 50, in summarizing the
oper ati ons- managenent - system i npl enent ati on, the project
brief states, and | quote, "This tool set, which is
commonpl ace in nediumand large utilities, will enhance
U's ability to bring advanced operational and
managerial tools and processes to the small utility
sector."

Do you take issue with that statenent or do
you accept that statenent?

A | think we -- we see that as a benefici al
I nvestnment for us going forward, yes.

Q Ckay.

A Just for a point of clarification, | nean,

t hat

- that system-- the cost of that systemis not
part of this proceeding.

Q Conme agai n?

A The cost of that systemis not --

Q The cost of that system

A Is not part of this proceeding. That's a
future expenditure.

Q Ckay. On Page 2 of your testinony, at
Line 14, you note that the American Society of Cvil

Engi neers grades Florida water infrastructure as
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"“"Medi ocre.” Do you see that?
A Correct.

Q Wul d you describe UF s infrastructure as

medi ocre?

A No, | -- | think the -- the assets are
performng as -- as we need themto. They're aging,
as -- as all are. So, our goal is to continue to invest

and i nprove the quality of those assets.
Q But isn't it true that U F has not been
adequately maintaining its infrastructure?
A No, that's not true.
MR ARMSTRONG | -- | draw your attention,
M. Hoy, tony -- | labeled it "A"
CHAl RVAN BROMWN: Ckay. Let's see.
MR, ARMSTRONG  Description, U F response to
OPC Interrogatories No. 78. Do you see that?
CHAI RMAN BROWN: | see it. It's --
THE W TNESS: No.
CHAl RVAN BROAWN: M. Hoy, it's very light, but
it -- it was the first one on top of the package.
If you | ook at the description, it says "UF
response to OPC interrogatories.”™ And then under
docunents, it says No. 78.
Ch, M. Friedman is hel ping you out. Do you

have it?
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THE WTNESS: |'ve got four docunents.

CHAl RVAN BROMWN:  Staff, could you help see --
yeah, | have nore than that, a | ot nore than that.
You're m ssing several.

THE WTNESS: | don't think --

MR. ARMSTRONG It's "A" through "G "

CHAI RMAN BROWN:  "A" through "G'? Ch, wait a
second. "A" through "G "

MR. FRIEDVAN. | gave himthe stack that was
turned down here. Maybe sonebody wal ked past here
(1 naudi bl e).

MR ARMSTRONG Do we have "A" through "G'?
Yeah. Ckay.

Do we -- do you mnd if Ms. Ryan gives him--

CHAI RVAN BROWN: | --

MR. ARMSTRONG  -- her stack?

CHAIl RVAN BROAN: | do not, no.

Thank you, Ms. Ryan.

So, did -- did | get that right,

114 W. 5th Avenue, Tallahassee, FL 32303

M. Arnmstrong, it's No. 78 -- you would |ike that?
MR. ARMSTRONG  Yeah, No. 78. | would like to
mark for identification, please.
CHAl RMVAN BROWN:  We'I| do that as soon as
he -- M. Hoy gets a copy of it in his hands.
THE WTNESS:. | do.
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CHAI RMVAN BROWN:  Ckay. You've got it. So,
we're going to go ahead and | abel U F response to

OPC Interrogatories No. 78 as 268. Thank you.

(Exhibit No. 268 marked for identification.)
MR, ARMSTRONG.  Thank you, Madam Chair.
BY MR ARMSTRONG

Q And M. Flynn [sic], if you can turn to the
response to -- to Interrogatory 78, you see that the
question referred to | abor costs and the fact that
Uilities, Inc. had adjusted salary and benefits for
five FTEs. Do you see that?

A Correct.

Q And your response begins by indicating you're
proposing to add one technician?

A Correct.

Q Ckay. |If we go to the second page of -- the
next page -- it's Page 8. Do you see where the -- where
It begins, the paragraph, "This five-person teamw /|| be
focused on a year-round basis on the ongoing, periodic

schedul ed mai ntenance of nultiple asset types across all

Uilities Florida systens.”" Do you see that?
A Yes.
Q Coul d you read the next sentence.

A Starting with "By creating"?

Q Pl ease.
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A "By creating and supporting an asset -
mai nt enance team the utility will establish the
resources needed to conprehensively maintain, repair,
noni tor, and manage the vertical and |linear assets that
are otherw se not adequately maintained in the nornmal
course of business due to the current workload on the
exi sting workforce.

Q Does that not conflict with your statenent
that you -- that you believe the facilities were
adequat el y mai nt ai ned?

A No. No. | did not prepare this response.
This may be a better question for M. Flynn. But |
think, as -- as -- these assets are aging. W are
| ooki ng to consolidate and put a nmai ntenance team
together instead of putting that burden on the
I ndi vi dual operators of the individual systens.

So, just trying to get a nore-efficient
wor kf orce together to focus just on nai ntenance of
certain assets.

MR, ARMSTRONG Ckay. And | ask you to | ook

at "B," and ask Madam Chair that that be marked for

I dentification.

CHAI RMAN BROWN:  Ckay. | -- | just need to

find that. What -- you said "D'?

MR. ARMSTRONG "B."
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CHAI RVAN BROMWN:  "B" as in boy. |Is that what
t he description reads, "B"?

MR. ARMSTRONG.  The description reads -- no,
l"msorry. It's got a -- it's got a "B" on it, but
the description reads, "Three predictive/
preventati ve mai ntenance enpl oyees.” And then it
says, "Docunents, U F responses to OPC
Interrogatories 294, 299, and 300."

CHAl RMVAN BROWN:  Ckay. We will go ahead and
| abel as 269 "Three productive" -- | can't even --

MR. ARMSTRONG  "Predictive."

CHAl RVAN BROWN: " Predi ctive mai nt enance
enpl oyees."” And we'll just go ahead and | abel it
t hat .

Do you have of a copy of it, M. Hoy?

THE WTNESS: | think I do.

(Exhibit No. 269 marked for identification.)

BY MR ARMSTRONG

Q M. Hoy, can you refer to those -- to the
gquestion and response to 2997

A Ckay.

Q The question refers to wages and sal ari es and
a portion of M. Flynn's testinony. Can you see
where -- where it says, "For each of the tests |isted,

pl ease explain why the utility is not currently
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perform ng each test" -- could you pl ease read that
response.

A The utility does not have the manpower
avail able to conplete those tasks, other than on a
sporadi c basis; certainly not in a conprom --
conpr ehensi ve, programmtic way.

Q Ckay. And if we look at "B" on the next
page - -

A Yeah.

Q It says, "If the utility is only performng
these tasks at a portion of the systens, please detai
what systens are receiving each of these mai ntenance
tasks and which systens are not."

Coul d you read that response for ne.

A As noted above, the tasks are conpleted in a
sporadi c way across the various water and wastewater
systens, dedicating properly-trained and equi pnent
manpower to systematically performa variety of asset-
mai nt enance tasks; provides an opportunity to increase
the reliability and performance of the many assets in
service, which benefits the custoners by prolonging the
life of the assets reducing the frequency and duration
of assets being out of service and, thus, enhance the
quality of service.

Q Okay. Well, thank you.
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Can | just point your attention to -- to
No. 300. If you see "A" there, it talks about, "Please
provi de the anount of materials as applies for Eagle
Ri dge for 2016 and 2017."

And if you see, the response suggests that the
requested data is clearly outside of the test year and,
thus, is immterial to the instant rate case. Do you
see that?

A Yes.

Q Do you agree with that?

A Yes.

Q And if we ook at "B," it refers to -- it
request materials and supplies expense for Eagle Ri dge,
to -- as well as for 2016 and 2017.

Do you al so agree the requested data is
clearly outside the test year and, thus, is inmaterial

to the instant rate case?

A It's a -- 200- -- 2016 nunber. | believe
we -- we may have provided this. 'l -- 1"l defer
that answer to the -- to M. Deason.

Q Ckay. The response woul d indicate that you

did not, though, right?

A In this -- in this set of interrogatories,
correct.
Q Ri ght .
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Can you please refer to Page 4, Line 10 of
your testinmony. And | -- it's not paginated, but it's
the fourth page, not including the cover page.

You see at Line 10, you're asked what policies
woul d help with future rate inpacts to custoners? Do
you see that?

A Yes.

Q Woul dn't speeding up the inplenmentation of the
asset - managenent systens and the G S and the other
prograns -- wouldn't they also help custoners in U F?

A Speeding it up?

Q Uh- huh.

A Speedi ng up the inplenentation, you' re asking?
Q Ri ght .

A Yes, but -- but we are -- we have sped it up.

Florida is going to be the first conpany that's rolled
out in Uilities, Inc. So, it's comng to Florida
first.

But it -- it can't be -- like | said earlier,
there can't be a -- a tool that cones off the shelf.
This has got to be a tool that's accepted by the field
because there are a nunber of places where asset-
managenent systens are put in place and they' re just
popul ated with data and then never used.

One of the criteria we have for an asset-
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managenent programin our conpany, one of ny criteria,
was to nake sure the field accepted it because | wasn't
putting it in unless they did. So, that's a criteria
we've got. And that's why we're rolling it through the

field to nmake sure that they are part of building it

and -- and developing it.
Q Ckay. Could | refer to -- well, | have a
"C' -- the description is UF responses to OPC

Interrogatories 112, 113, 114, 115, 117, 118, 119. Do
you see that?

CHAl RVAN BROAN:  So, we're going to go ahead,
real quickly, and | abel as Exhibit 270 UF
responses to OPC rogs 112 through 119. Ckay.

(Exhibit No. 270 marked for identification.)

BY MR ARMSTRONG

Q Coul d you please refer to the questions and
responses to 114 and 115.

A (Exam ni ng docunent.) Ckay.

Q Was it originally -- did your original
testinony or the testinony and presentation of
Uilities, Inc. -- did you indicate that this would
happen in the second quarter of 2017, and now we're
novi ng back to the second half of 2017? Do you recall?

A | -- 1 -- 1 don't renmenber what the original

proposal was, but we had been working on this asset-
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managenent -- excuse ne -- inplenentation for -- for
quite a while. So, this is the rollout, | believe,
we're tal king about here.

Q kay. So, there aren't -- they're all being
rolled out now There aren't predictive maintenance
pl ans and activities in place now.

A No, there -- there are. This -- it's a
conprehensi ve system here that's going to integrate them
al | together.

Q And that would be the sane for 115. It would
be a nore-conprehensi ve conput er-based sewer-system
overflow SSOis sewer-system overflow, correct?

A Correct.

Q Ckay. And currently, sewer-system overfl ows
are just tracked by event, by the people in the field?
A That woul d be a question for M. Flynn.

(Transcript continues in sequence in Vol une

2.)
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