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PROCEEDI NGS

(Transcript follows in sequence from

Vol unme 1.)

COMM SSI ONER POLMANN:  I'mgoing to call the
heari ng back to order, returning fromthe recess.

Ms. Crawford, are you going to rem nd us where
we are?

M5. CRAWFORD: | believe we're at the point
where staff would ask their very few cross
questions for this witness. Are you ready?

COMM SSI ONER POLMANN:  Ms. Swai n, are you
ready?

THE W TNESS: Yes, sir

COW SSI ONER POLMANN:  Ms. Crawford?

M5. CRAWFORD: And just for the record, |I'd
li ke to point out that staff has distributed, |
believe, to all relevant persons three itens that
are paper-clipped together.

And if | could just go ahead, Dr. Pol mann,
have you mark the first two for the utility's cost
justification for its requested | ate-paynent
char ge.

COMWM SSI ONER POLMANN:  Does everybody have a
copy of that?

M5. CRAWFORD: And | believe we're at 112, if
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1 | remenber correctly.

2 COW SSI ONER FAY:  Yeah.
3 COMM SSI ONER POLMANN:  Exhi bit No. 112 will be
4 utility's cost justification for its requested
5 | at e- paynent char ge.
6 M5. CRAWCORD: Yes.
7 (Whereupon, Exhibit No. 112 was marked for
8 i dentification.)
9 COW SSI ONER PCLMANN:  Ms. Crawford, you --
10 M5. CRAWFORD: And for the -- the second item
11 iIf | could also have that marked, | believe that
12 wi Il Exhibit No. 113. It's described as the
13 utility's cost justification for its requested
14 m scel | aneous servi ce charges.
15 COW SSI ONER POLMANN: W' | | nunber
16 Exhibit 113 utility's cost justification for
17 requested m scel | aneous service charges.
18 (Wher eupon, Exhibit No. 113 was marked for
19 i dentification.)
20 COMM SSI ONER POLVANN:  Ckay.
21 M5. CRAWFCORD: The third docunent, we may not
22 need identified at all. W'IIl just see how the
23 guestioning goes, if that's okay.
24 COMM SSI ONER POLMANN:  Okay. So, we're going
25 to hold that one.
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M5. CRAWFORD: (kay.

MR, WRI GHT:  Comm ssi oner ?

COMWM SSI ONER POLMANN:  Yes.

MR WRIGHT: W're going to object to the
adm ssion of 112 and 113, for the same reasons
stated earlier. In addition, on these two issues,
the conpany has explicitly stated in its position
in the pre-hearing -- in the pre-hearing order that
there is no testinony on these subjects.
Accordingly, this is clearly suppl enental
testinony, giving the utility an opportunity to
suppl enent the record. W object.

COMM SSI ONER POLMANN:  We' | | note your
obj ecti on.

MR. WRI GHT: Thank you.

MR, SAYLER: And Public Counsel would join in
t he obj ecti on.

COMM SSI ONER POLMANN:  Public Counsel joins in
the objection that was made by the County.

Do | hear any comrents from --

MR, SAYLER: Al so questioning -- | notice on
Exhibits 112 and 113, there's a Bates Stanp page
nunmber. Do you know where that cane in in
di scovery?

M5. CRAWFCORD: Yes. |If you will see marked in
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1 the top corner of those itens, they're responses to
2 di scovery. For 112, it's the KWRU cost
3 justification detail that's in response to staff's
4 third production of docunents, No. 46.
5 For 113, it's the No. 45 POD for staff's third
6 request for production of docunents.
7 MR. SAYLER: And these are the ones that cane
8 in after August -- or April 24th; is that right?
9 M5. CRAWFCORD: | believe so.
10 COMM SSI ONER POLMANN:  Can everybody hear
11 M. Sayler?
12 MR, SAYLER: Testing. GCkay. |I'Il try to get
13 this closer.
14 COMM SSI ONER POLMANN:  Thank you.
15 Ms. Crawford, did you have any other comments
16 on the objections?
17 M5. CRAWFCRD: Well, | believe | heard
18 Ms. Swain testify earlier that she actually
19 supports both the | ate-paynent charge and the
20 m scel | aneous service charges in her -- the MFRs
21 t hat she's supporting.
22 Ms. Swain, did |l -- can you confirmthat or is
23 that not true?
24 THE WTNESS: Yes, that's correct.
25 COMM SSI ONER POLMANN: | think we can proceed
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1 at this point -- well, | don't just think so; |

2 request we do.

3 EXAM NATI ON

4  BY M5. CRAWFORD:

5 Q So, help ne understand what |'m | ooking at,

6 Ms. Swain. For exanple, on Exhibit 112, | see two 2014
7 cost bases for |ate-paynent charges. |Is it correct that
8 the bulk of this item describes the paynent charge that
9 was approved in the conpany's prior rate case?

10 A Yes, that's right. That's what we used as the
11 starting point.

12 Q And | see there, at the bottomof that item
13 sone -- sone | anguage per FPSC price index. | see the
14  years 2015, 2016, 2017. Can you explain to ne what that
15 Is and what it does?

16 A Yes, that -- those are the anmounts that water

17 and sewer utilities are allowed to enploy as a price-

18 i ndex i ncrease on their revenues. And so, what we did
19 was take the -- the allowed rates fromthe 2014 case and
20 just increase it for the years subsequent by the price

21 | ndex anount allowed by the PSC for the utility's

22 increase in revenues.

23 Q And just so I'mclear, for those years, 2015,
24 2016, 2017, did KWRU file for price indexes for that

25 year?
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1 No, they did not.
2 Q Those years.
3 So, you're sinply asking that the prior
4 approved | ate- paynent charge be i ndexed conmensurate
5 wth the increases that were approved in those
6 respective years?
7 A By and |arge, yes. What -- what | did, rather
8 than going through the entire cost justification
9 again -- because, actually, what was filed in the 2014
10 case was not necessarily what was finally approved. W
11 reconstructed what was approved and then used the index
12 as a surrogate for recalculating in the -- in the test
13 year.
14 Q And then, did you apply that sanme net hodol ogy
15 to Exhibit No. 113, with respect to the m scel |l aneous
16  service charges?
17 A Yes.
18 Q And that's for both the -- the -- during
19 regul ar hours and after regular hours, you basically
20 made an adjustnent for those price indexes --
21 A Yes, that's right.
22 Q -- for those years.
23 M5. CRAWFCORD: Gkay. Thank you. | have no
24 nore questi ons.
25 COW SSI ONER POLMANN:  Conmi ssi oner s,
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1 guesti ons?

2 COMM SSI ONER CLARK:  I'Il ask -- while we're
3 on that -- that issue, why would you not have just
4 done a new cost analysis for the |ate-paynent
5 charges, instead of going back using '14 and then
6 adding the -- the CPIs to it?
7 THE WTNESS:. Sure. The -- a couple of
8 reasons -- a few reasons, actually. The first one
9 Is that the -- the final order for the last rate
10 case was in -- effective April 2017. It was during
11 our test year. That was one thing. So, these
12 were -- this was newly effective. So, it seened
13 like a -- a reasonabl e basis.
14 The other is that our analysis last tinme was
15 not accepted as the -- the basis for the fina
16 approved m scel | aneous charges and | ate charges.
17 So, it seened sort of irrelevant for us to go back
18 and -- and redo it with higher rates than -- it was
19 going to generate higher rates than what were
20 allowed in the |last case.
21 And so, the price index just seened |ike,
22 okay, let's -- we've adopted these m scel | aneous
23 charges. Let's just increase them by sone
24 reasonabl e anount. And the price index is a
25 fairly-small increment. W felt that that was --
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that was a good reflection of what we thought we
could -- we could prove for this case.

COMM SSI ONER CLARK:  Is this normal in
calculat- -- would this be a normal way of
calculating this? It seens a little unusual to ne.

THE WTNESS: No, and -- and because the cases
were so cl ose together, we probably woul dn't have
recal cul ated at all because it is quite an
exerci se.

So, inlooking at it, it just -- it -- it
seened reasonable. And so, no, I -- | don't think
|'ve ever done that before, but it seened
reasonabl e as a surrogate for re- -- recal cul ating.

COMM SSI ONER CLARK:  Understood. Thank you.

That's all | have, Conm ssioner.

COMM SSI ONER POLMANN:  Conmi ssi oner Fay?

COMM SSI ONER FAY: |' m good.

COMM SSI ONER POLMANN:  Okay. Ms. Swain, you
had a question fromthe County regarding -- there
was sone di scussion regarding rate shock. Could
you please clarify if that is a responsibility of
the -- of the utility to address that? Is --

THE W TNESS:  Sur e.

COMM SSI ONER POLMANN:  -- it the utility's

responsibility?
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THE WTNESS: Actually, | don't believe that
it has any place -- and |'ve never seen it any
pl ace -- used for the purpose of establishing
revenue requirenment. | have seen it when
determning the rates that generate the -- the
revenue requirenment and in the context of, over a
certain anount, the custonmers nay use |ess, and

that has to be incorporated into a reduction in

billing determinants for the purpose of calculating
the rate.
But it does not -- rate shock, itself, has no

pl ace, that |'ve ever seen, in determning revenue
requi renment, either fromthe utility or the
regul at or.

COW SSI ONER PCLMANN:  Are you aware -- let ne
ask a yes or no, if you' re aware, of whether the
utility considered affordability in rate-setting.
In setting the rates, did the utility consider
affordability as a paraneter?

THE WTNESS: Not -- are you tal king about
this particular utility or in general?

COMM SSI ONER POLMANN:  In -- in this docket.

THE WTNESS: Oay. No -- no, the -- and
it -- and it really has nothing to do wth revenue

requi rement. Again, you know --
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1 COMM SSI ONER POLMANN:  No, |'m speaking to

2 rates.
3 THE WTNESS: GCkay. As it pertains to rates,
4 there are ways to nake the rates neet the revenue
5 requi renment and, yet, reflect sone sort of benefit
6 to the | ower-end users, assum ng that the people
7 that -- that they're least-afford- -- where it's
8 | east affordable will have the |east inpact of the
9 rate increase.
10 In this case, no, we didn't do that. W did
11 an across-the-board increase.
12 COMM SSI ONER POLMANN:  Thank you.
13 Now, speak -- speaking on a -- since that
14 wasn't a considered -- speaking hypothetically and
15 not -- not in the case, as what is requested, but
16 for this utility, and for the revenue requirenent
17 that is within the petition, is it your opinion
18 that the utility could propose a -- a set of rates
19 that could distribute anong custoners' rates that
20 woul d | essen the inpact to different custoner --
21 di fferent custonmers across the denographic? Can
22 you conceive of sone hypot hetical case where that
23 coul d be acconplished?
24 THE WTNESS:. | -- yes, it -- it could be
25 done, hypothetically. |'ve never seen that in a --
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1 you know, in recent years, ny recent -- at ny age,

2 in the last 20 years, where that's been done.

3 have seen it in counties or -- or nunicipal

4 governnents, but not a private utility. There's

5 not a -- there's not a place in -- in an economc

6 regul atory aspect for doing any sort of subsidy

7 rate for different classes of custoners.

8 COMM SSI ONER POLMANN:  So, just to clarify

9 that, in your opinion for this utility and this

10 docket, is the proposed rate structure -- and |"'|
11 ask it this way. It's either/or. Is it -- is it
12 the best nethod or is it the only nethod?

13 THE WTNESS: How -- how about a third option?
14 It's a method. The PSC, the staff, has its own

15 method. | think, across the board, it is nore

16 predi ctable for the individual utilities. That is
17 why we selected that. It is certainly not the only
18 net hod.

19 COW SSI ONER POCLMANN:  Is it your recomrended
20 net hod?

21 THE WTNESS. Yes, it is.

22 COMM SSI ONER POLMANN:  Thank you.

23 COW SSI ONER CLARK: M. Chairman, may |

24 foll ow up?

25 COMM SSI ONER POLMANN:  Conmi ssi oner O ar k.
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1 COW SSI ONER CLARK: So, explain that to ne a

2 little bit. I -- 1 guess | -- I"'mfrom-- froma
3 different world where, as you allocate cost in the
4 cost-of-service study to the different classes of
5 custoners, you determ ne what proportion of the --
6 the capital requirenents of each one of those needs
7 in order to nake up the total plant val ue.
8 Are you saying that you don't do that in the
9 case of -- of sewer custoners?
10 THE WTNESS: It -- it isn't that it's not
11 ever done. It's usually done for water and sewer
12 only if there is a single or an identifiable,
13 conpletely different class of custoner.
14 And so, for exanple, say that KWwas doi ng
15 the -- doing a lot of retail and general -service
16 service, but then were al so providing bulk
17 treatnment to sone other entity, then you would --
18 you woul d use a cost-of-service study to determ ne
19 what the -- what the fair portion to the bul k
20 custonmer was; and simlarly, for a large industrial
21 cust oner .
22 But in water and sewer, it's -- it's only
23 under very specific circunstances do you do a
24 cost -of -servi ce study.
25 COMW SSI ONER CLARK:  And there are no -- no
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1 situations or no custoners in this particul ar case

2 that woul d neet those criteria?
3 THE WTNESS: Correct. That's correct. It --
4 COMWM SSI ONER CLARK:  They're all --
5 THE WTNESS:. You could -- you --
6 COMM SSI ONER CLARK: -- equival ent residenti al
7 consuners.
8 THE WTNESS: They're -- it's not that they're
9 all the sane. As a matter of fact, different parts
10 of the service area have very different types of
11 custoners, ranging fromthe bus boys and bag boys
12 to mllion-dollar hones and all kinds of general
13 servi ce.
14 COMM SSI ONER CLARK:  But |I'mtal king about in
15 terns of usage anmount. It's --
16 THE WTNESS: As far as -- so, they each have
17 different characteristics as far as usage, but
18 the -- the -- the assunption -- unless it's a very,
19 very different type of custoner -- is that their --
20 their demand on the system can be best defined,
21 froma rate standpoint, based on their neter size
22 and the -- and the gallons of water that they are
23 billed for on the sewer.
24 And then the distinction between the
25 residential and the general service is very
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1 standard al so, usually -- and sewer where the --

2 the water usage is capped for the purpose of

3 billing sewer residential custoners, but not

4 general service, that sort of thing, to kind of

5 acconpl i sh the sane thing.

6 But a cost-of-service study for a small --

7 generally the water and sewer private utilities are
8 very small. And it's a -- it's a big cost. And

9 when | do them | usually do them for |arge

10 muni ci pal and county governnents.

11 COMM SSI ONER CLARK: | have nore questi ons,

12 but I think I'lIl confuse nyself if | ask them So,
13 I"'mgoing to -- I"mgoing to hold off right now

14 Thank you.

15 COMW SSI ONER POLMANN:  Anyt hi ng el se?

16 Redi rect ?

17 MR, FRI EDMAN:  Thank you.

18 FURTHER EXAM NATI ON

19 BY MR FRI EDVAN:

20 Q Ms. Swain, you were asked several questions

21 about reuse rates, | think, saying, why don't the reuse
22 rates go up to sone -- sonething between where they are
23 and what -- what the acc- -- availability charges -- do

24  you renenber that |ine of questioning?

25 A Yes, | do.
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1 Q Are you aware of any utilities before that you
2 have represented that do not charge anything for their

3 recl ai mred wat er ?

4 A Absolutely. The -- they require sone other

5 alternative for their effluent disposal or -- or reuse
6 and -- besides the standard nethods of spray irrigation
7 or -- or deep injection well, and they depend upon or

8 rely upon sales or uses of the reuse by -- by an end

9 user. And so, they don't charge at all.

10 COW SSI ONER PCLMANN: M. Friedman, could you
11 pull that mc closer?

12 BY MR FRI EDVAN:

13 Q And M. Wight asked you -- went through a

14  whole line of questioning on each individual MR

15 schedul e, about whet her they changed or not. Do you

16 remenber that testinony?

17 A Yes, | do.

18 Q I n your experience, is it normal for anounts
19 reflected in the original MFRs to change as the case

20 progresses?

21 A Yes, absol utely.

22 Q And | think in the very begi nning, M. Sayler
23 had asked you a question about the MFRs, and you -- you
24 used the words "reasonably foreseeable.”

25 In establishing pro forma adjustnents, what is
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1 the standard that this Comm ssion has consistently held
2 wWth whether a pro forma adjustnent is appropriate or
3 not ?
4 A VWll, it needs to be -- you know, the -- the
5 pl ant costs have to take place within two years of the
6 end of the test year. And then, ultimately, the costs
7 have to be known and neasurabl e.
8 MR FRIEDVAN. That's all the questions.
9 Thank you.
10 COW SSI ONER PCLMANN:  Thank you,
11 M. Friedman.
12 MR FRIEDVAN: I'Il -- 1"Il nove ny exhibits,
13 iIf we're done with the regular --
14 COMM SSI ONER POLMANN:  That is why |'m | ooki ng
15 over there.
16 M5. CRAWFORD: We're at that point, yes, sir.
17 MR. FRIEDVAN. Okay. | get to nove mne
18 first.
19 COMM SSI ONER POLMANN: | know. | -- |'m
20 | ooki ng for help, procedurally.
21 MR, FRIEDVAN: Thank you. | would like to ask
22 that Ms. Swain's exhibit DDS, which is nunbered
23 Exhibit No. 2 on this exhibit list, be admtted.
24 COMM SSI ONER POLMANN:  Okay. We will enter
25 exhibit | abeled DDS-2, Ms. Swain.
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M5. CRAWORD: DDS-1.

THE W TNESS: DDS- 1.

COMM SSI ONER POLMANN:  I'm sorry, DDS-1. And
that's in the conprehensive --

M5. CRAWCORD: Yes.

COW SSI ONER POLMANN:  -- exhibit [ist.

Do we need to identify the nunber or is
that --

M5. CRAWFORD: It's already been identified.

COMM SSI ONER POLVANN:  Ckay.

M5. CRAWFORD: No. 2.

(Whereupon, Exhibit No. 2 was admtted into
the record.)

COMWM SSI ONER POLMANN: M. Wi ght?

MR, WRI GHT: Thank you, Comm ssioner. Mbnroe
County noves Exhibits 108, 109, 110, and 111.

MR. FRIEDVAN. The only one | had concern with
is 111, which I didn't think was authenticated.
She was just asking about a nunber in here. And we
don't know -- this was, apparently, sonething
sonebody pulled off a website. And we didn't have
anybody that could really verify that this, in
fact, was an accurate depiction of whatever rates
that FKAA is charging. | don't think it has any

probative val ue.
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MR WRI GHT: Comm ssioner, she testified that
she considered rates in the area. The i nternet

address fromwhich this was obtained is printed on

the back of the exhibit. It's easily -- if we use
the old "subject to check,” it's easily variable.
MR FRIEDVAN:.  Well, "subject to check"” is not

sonething | ever accept.
COMM SSI ONER POLMANN: | -- | recall you

identifying, M. Wight, during your questioning of

the witness -- | recall you pointing to the
i nternet address. Honestly, | don't recall the
line of questioning where you used this. |t was

not extensive, to ny recollection.

MR, WRIGHT: Correct, it was not extensive.
It was on -- on reuse rates relative to --

COW SSI ONER PCLMANN:  Ri ght .

MR WRIGHT: -- rates applicable el sewhere in
t he area.

COMM SSI ONER POLMANN:  Ms. Hel ton, you've --
you' ve heard the comments here. Wat is your
suggestion, responding to M. Friedman on -- do
we -- do you suggest we bring this in?

M5. HELTON: Yes, sir.

COMM SSI ONER POLMANN:  All right. Thank you.

(Wher eupon, Exhibit Nos. 108, 109, 110, and
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1 111 were admitted into the record.)

2 M5. CRAWFORD: And then, for staff, noting

3 t hat obj ections have been previously expressed by

4 Monroe County and OPC, staff would nove entry of

5 the portion of 86 that had been di scussed

6 previously as well as Exhibits 112 and 113.

7 COW SSI ONER PCLMANN:  Ckay. So, for Monroe

8 County, we're noving in 108, 109, 110, 111.

9 And provided by staff, we're noving in 112 and
10 113 -- and the comments from Ms. Crawford?

11 M5. CRAWFORD: And there's also a portion of
12 Exhibit 86 that was previously discussed before the
13 W t ness gave her sumary.

14 COMM SSI ONER POLMANN:  Thank you.

15 MR, WRI GHT: Conm ssioner, just to avoid any
16 possi bl e assertion of waiver, we -- we continue our
17 objection that -- that portion of 86 and 112 and

18 113. Thank you.

19 COMM SSI ONER POLMANN:  Understood. Previously
20 not ed.

21 Anyt hi ng el se on exhi bits?

22 MR. SAYLER: Public Counsel -- perhaps, as a
23 process suggestion, for the staff's conposite

24 exhibits, |like 86, where portions are used for one
25 W thess -- excuse ne -- portions are used for one
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1 wi tness and then portions for another wtness,

2 would it be better to take those up after both

3 exhibits -- or both wtnesses have been cross-

4 exam ned with those, just froma process stand-

5 poi nt ?

6 Because the objections | had are, is No. 54

7 and 56 what staff used in cross-examning this

8 wtness at this tine? O is 54 and 56 sonet hing

9 different fromwhat staff used in cross-exam nation
10 of this wtness?

11 M5. CRAWFCORD: The -- the issue of rate-case
12 expense is actually addressed in both the -- the

13 W tness' direct and rebuttal. W can ask sone

14 guestions on rebuttal, if that would hel p address
15 any objections, as far as OPC

16 As far as the issue of where there's nore than
17 one W tness supporting part of the exhibit, we have
18 no objection to taking it up once both w tnesses

19 have spoken to the exhibits, but I -- you know --
20 COW SSI ONER PCLVANN: Wl |, 1 think what

21 M. Sayler is asking -- it leaves nme unclear, in

22 terns of if we're going to enter part of it, then
23 whi ch part do we not enter now.

24 (Phone ringing.)

25 COMM SSI ONER POLMANN:  Sorry. Hold on. | was
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advi sed about this earlier, but | didn't do what |
was supposed to.

So, the question is: Do we just leave it all
until later? Does it matter? | don't -- |I'm not
going to go through and try to enter part of it now
and part of it later.

M5. CRAWFORD: That's fine. W --

COW SSI ONER POLMANN:  So - -

M5. CRAWFORD: W have no objection --

COW SSI ONER PCLVANN:  We' Il just pick it up
| at er.

M5. CRAWFORD: -- to taking it up later.
That's fi ne.

COW SSI ONER POLMANN: After Wtness --

M5. CRAWFORD: -- Johnson.

COMW SSI ONER POLMANN:  Who happens to be next.

MR. SAYLER:. For clarity of the record,
Responses 54 and 56 and Staff Exhibit 86 --

Commi ssion staff did not cross-exam ne Ms. Swain
with those two exhibits; is that correct?

M5. CRAWFORD: There were no questions asked;
however, it has been the staff's process, once the
exhibit is authenticated, it can be admtted as a
busi ness record.

If the objection is that no questions were
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1 asked, | can happily ask just a few questions, |
2 think, that will firmy establish the rel evance --
3 COMM SSI ONER POLMANN: | under st and.
4 M5. CRAWFORD: -- and appropriateness of this
5 I nformati on.
6 COMM SSI ONER POLMANN:  Ms. Helton, did you
7 have a coment, pl ease?
8 M5. HELTON: | -- | would just agree that the
9 wi tness did authenticate the exhibits. And also, |
10 believe that you -- if you |look at the
11 conprehensive exhibit list, the issue nunbers
12 colum, it shows the issue nunbers to which these
13 exhi bits pertain, which would show the rel evance.
14 COMM SSI ONER POLMANN:  I's there any further
15 comments on this? Because | -- | think we're going
16 to nove on and deal with the Exhibit 86 after
17 Wt ness Johnson.
18 M5. CRAWFORD: Very good.
19 COMM SSI ONER POLMANN:  Everybody is clear on
20 that. W're going to nove on.
21 (Wher eupon, Exhibit Nos. 112 and 113 were
22 admtted into the record.)
23 M5. HELTON: And -- and M. Chairman.
24 COW SSI ONER POLMANN:  Yes.
25 M5. HELTON:. | apol ogize. Was Exhibit 107,
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the proposed stipulations -- was that admtted
earlier?

M5. MAPP:  Yes.

M5. HELTON: Ckay. | did not have that
checked off. [|I'msorry.

COMM SSI ONER POLMANN:  Thank you for asking.

M. Sm -- or M. Friedman -- M. Smth, your
W t ness.

MR SMTH Yes. KWResort Uilities calls
M. Christopher Johnson.

COMWM SSI ONER POLMANN:  Okay. \What are we
doing with Ms. Swain? She'll be back |ater,
right?

MR SMTH. She's going to hang -- she's going
to hang around.

COW SSI ONER POLMANN: | wanted to confirm
that. She'll be back for rebuttal.

MR SMTH  Yes, she will.

COMM SSI ONER POLMANN:  Thank you.

MR. SM TH: Thank you.

COW SSI ONER POLMANN:  Good aft er noon,

M. Johnson.
THE W TNESS: (Good afternoon, Conm ssioners.
COW SSI ONER PCLMANN:  You nmay proceed,

M. Smth.
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EXAM NATI ON

2 BY VR SM TH:

4 the r

Q M. Johnson, please state your full nanme for
ecord and spell your |ast nane.

A My | ast nane is Christopher Johnson,

6 J-0-h-n-s-o0-n.

Q Have you prepared prefiled testinony in this

8 mat t er ?

10
11 testi
12

13

A Yes, | have.
Q Do you have any corrections or changes to that
nony?

A No, | do not.

Q Did you al so prepare prefiled exhibits in this

14 mat t er ?

15

16

17

18

19

20

21

22

23

24

25

A Yes, | did.
Q What - -
A Nos. CAJ-1 to CAJ-24.
MR SMTH | would nove Christopher Johnson's
testinony into the record as if though read.
COW SSI ONER POLMANN: W wi I | nove
Chri st opher Johnson's prefiled testinony into the
record as though read.
(Prefiled direct testinony inserted into the

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

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

State briefly your educational background and experience.

See resume attached as Exhibit CAJ-1.

Have you previously appeared and presented testimony before any regulatory
bodies?

I have prepared and presented testimony before the Florida Public Service
Commission in K W Resort Utilities Corp.’s last two rate cases. | also testified
before the Division of Administrative Hearings in the Last Stand protest of the
DEP’s intent to issue a modification of KWRU'’s wastewater permit to allow the
construction of the plant expansion.

On whose behalf are you presenting this testimony?

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

What is the purpose of your direct testimony?

The purpose of my direct testimony is to present information supporting the
financial and engineering basis for KWRU’s request to increase its rates and
charges as presented in the MFRs, and to provide supporting documentation and
testimony to show the basis for the requested rates and charges.

Are you sponsoring any exhibits?

Yes, | am sponsoring 24 exhibits. Exhibit CAJ-1 lists my education and experience.
CAJ-2 contains MFR Volume 111 — Additional Engineering Information as filed in

the Docket. Exhibit CAJ-3 contains the contract for the rehabilitation of the
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original wastewater treatment plants. Exhibit CAJ-4 is the chemical analysis
spreadsheet prepared by me. Exhibit CAJ-5 is KWRU’s engineer of records sludge
hauling cost estimate. Exhibit CAJ-6 is the engineer’s estimate for construction
engineering inspections for the wastewater treatment plant rehab. Exhibit CAJ-7
contains the engineering invoices for designing the rehabilitation of the original
two wastewater treatment plants project to date. Exhibit CAJ-8 is an engineer
memorandum regarding the sole source bidding for this work. Exhibit CAJ-9 is the
contract and cost for rehabilitation of the chlorine contact chamber. Composite
Exhibit CAJ-10 contains the engineering invoices for designing the chlorine contact
chamber project to date and the engineering estimate of construction engineering
inspections for this project. Exhibit CAJ-11 is the contract and cost for replacement
of Lift Station L2A which was set for replacement prior to Hurricane Irma and was
substantially damaged during Hurricane Irma (broken and knocked down). Exhibit
CAJ-12 is the cost estimate for replacement of the generator that backs up the
wastewater treatment plant and that was damaged beyond repair during Hurricane
Irma. Exhibit CAJ-13 is the engineering estimate for designing the pad, installation
and inspection for replacement of the generator. Exhibit CAJ-14 is the cost for a
tow behind generator utilized for powering lift stations when power goes out that
replaces the current tow behind generator that was damaged beyond repair during
Hurricane Irma. Composite Exhibit CAJ-15 is the costs for replacement of the
phone system to convert from Comcast Cable to AT&T fiber due to Comcast’s
failure during and post-Hurricane Irma. Composite Exhibit CAJ-16 is the costs for
atemporary construction trailer and rental office space due to KWRU’s office being

damaged and deemed uninhabitable after Hurricane Irma. Composite
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Exhibit CAJ-17 is the costs of information technology services due to Hurricane
Irma. Composite Exhibit CAJ-18 is the generator rental for power back up of the
wastewater treatment facility until a replacement generator can be delivered and
installed. Exhibit CAJ-19 is the cost of the tow behind generator rental until a
replacement tow behind generator can be delivered. Exhibit CAJ-20 is an itemized
list of expenditures due to Hurricane Irma. Exhibit CAJ-21 is the contract for a
modular office to replace the office destroyed by Hurricane Irma. Exhibit CAJ-22
is the roofing estimate. Exhibit CAJ-23 is the employee roster of the utility by
position. Exhibit CAJ-24 is the billing analysis.

Were these Exhibits prepared by you and your staff?

Yes, they were.

Please explain the pro forma increases in chemicals, sludge hauling and
purchased power.

As to chemicals, my cost estimate included as Exhibit CAJ-4 provides the gallons
of chemicals needed per day to give consistently compliant lab results with all three
treatment trains on-line. There were periods when the new chemical feed system
wasn’t functioning as anticipated due to tank configuration and friction loss in the
chemical delivery system which resulted in poor results as a result of underfeeding
chemical. The spreadsheet reflects the amount of chemical the Utility requires to
meet the DEP Permit conditions on a consistent basis.

For sludge hauling, Ed Castle has provided an explanation of the cost of sludge
hauling with three plants which is attached as Exhibit CAJ - 5.

For purchased power, we utilized the months that the three plants were on-line and

the cost of power. These amounts were then annualized to derive the cost of
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operating all three plants and is incorporated into the MFRs.

Please explain the pro forma cost of rehabilitating the original two wastewater
treatment plants.

Attached to my testimony is Exhibit CAJ-3 which is the costs for rehabilitating the
older two wastewater treatment plants.  The cost is $915,000.00 for
material/equipment, demolition, installation and paint to rehabilitate the existing
wastewater treatment plants and standalone clarifier/digester, plus $3,000.00 per
day for blasting and repairing air headers on each plant (estimated at eight days for
a cost of $24,000.00), plus $3,000.00 for surfacing epoxy to fill voids in the steel
on each plant and digester (estimated at twelve days for a cost of $36,000.00), for
a total cost of $975,000.00. | have also included as Exhibit CAJ-8 a memorandum
from KWRU'’s engineer of record documenting the justification of utilizing a sole
source bid for this project.

Please explain the engineering invoices and engineering estimate for
construction engineering inspections of rehabilitating the original two
wastewater treatment plants.

These costs are for the design of the rehabilitation project as well as the engineer’s
estimates for construction engineering inspections. | have included these invoices
and estimates as Composite Exhibit CAJ-7. The total cost of engineering for this
project is $129,763.75.

What is the total cost of the plant rehabilitation project?

$1,104,764.00.

You have included pro forma adjustments for the chlorine contact chamber

rehabilitation. Please explain the pro forma cost to rehabilitate the chlorine
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contact chamber.

Attached as Exhibit CAJ — 9 is the contract for the replacement of the chlorine
contact chamber. Prior to Hurricane Irma, the chlorine contact chamber was on a
scheduled capital replacement due to age and the exterior of the steel oxidizing.
After the storm, it was discovered that the chlorine contact chamber had ruptured
and failed. KWRU had prepared and distributed bid packages to contractors before
Hurricane Irma and the Utility received two bids after the storm. Wharton Smith
Inc. was the low bidder and has been selected to complete this project. The cost for
replacement of the chlorine contact chamber is $935,000.00, plus the Utility will
provide housing for Wharton Smith as a cost saving, which cost of housing is
estimated at $29,325.00 based on current rental estimates. This saved the utility
over $100,000 from Wharton Smith’s bid.

Please explain the invoices and engineering cost estimate for engineering and
construction engineering inspections of the chlorine contact chamber.

These costs are for the design of the replacement of the chlorine contact chamber
project as well as the engineer’s estimates for construction engineering inspections.
The total cost of engineering for this project is $107,489.

What is the total cost of the chlorine contact chamber project?

$1,071,814.

Please explain the pro forma cost of a lift station replacement.

Lift Station L2A is an older lift station that was identified as part of the capital
improvement replacement schedule. However, during Hurricane Irma it was
structurally damaged and was knocked over. The cost to replace this lift station is

$146,393.00. A copy of the contract is attached as Exhibit CAJ-11.
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Please explain the pro forma cost of the generator replacement.

The generator utilized as backup power to the wastewater treatment plant was
approximately 30 years old. During Hurricane Irma it failed multiple times
requiring ongoing repairs by an electrician. KWRU is required by the Florida
Department of Environmental Protection to maintain its treatment process at all
times, including when power is not available from an electric utility. KWRU has
priced a new generator sufficient to provide backup power. The cost is attached as
Exhibit CAJ — 12. The cost is $214,638.00 plus sales tax $16,097.85 for a cost
$230,735.85, but this cost does not include the following costs:

Fuel, Fuel Piping, Fuel Venting, Fuel Equipment Installation — estimated cost
$8,000

Exhaust Equipment Installation, Exhaust Pipe & Insulation — estimated cost $9,000
Electrical Equip. Installation, Cables, Wires and Conduits, All Equipment
Installation — estimated cost $21,000.

Foundation Concrete Pad — estimated cost $20,000.

Equipment unloading and anchoring — estimated cost $8,000.

My estimate of these costs total $66,000. Combined with the generator cost the
total cost is $296,735.85.

Please explain the engineering cost estimate for engineering and construction
engineering inspections of the generator.

These costs are for determining the appropriate sized generator, for designing the
pad, installation and inspection for replacement of the generator. The total cost of
engineering for this project is $24,270.00, which estimate is attached as Exhibit

CAJ-13.
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What is the total cost of the generator?

$321,005.85.

Please explain the pro forma cost of the tow behind generator replacement.
The tow behind generator, utilized as backup power to the lift stations to allow the
lift stations to operate after a storm, was approximately 12 years old. During
Hurricane Irma it failed and can’t be repaired. KWRU is required by Florida
Department of Environmental Protection to operate and maintain its collection
system at all times, including when power is not available from an electric utility.
KWRU has priced a new tow behind generator sufficient to provide backup power
to lift stations after a storm or during other power outages. The cost is attached as
Exhibit CAJ — 14. The cost is $83,470 including tax, delivered from Miami to Key
West.

You have included a pro forma cost for a new phone system. Please explain
this cost.

After Hurricane Irma the Utility’s voice and data communications were knocked
out completely. Comcast provides this service to the Utility via co-axial cable run
aerially. The service still does not operate. Comcast has no estimated time frame
for restoring service. The Utility has elected to switch to AT&T as its primary
service provider as AT&T has proven more reliable after Hurricane Irma and
Hurricane Wilma, and Comcast is not operating the existing service. The cost
estimate is $15,000.00. This cost estimate includes phone set up in the ModSpace
temporary office and then moving the phones to the office that permanently
replaces the office destroyed by Hurricane Irma. Includes AT&T phone equipment,

labor to install at two locations, and AT&T Service Contract for same. The utility
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runs its supervisory control and data acquisition system (SCADA) on the internet.
What is the monthly cost for this phone service?
A fiber circuit is $1,053.88 per month.

Are you keeping the Comcast phone system?

Yes, at this juncture, no phone service has been proven to be completely reliable and our

utility plant SCADA system is controlled through the internet requiring redundancy.
You have included a pro forma cost for a used service truck with a crane.
Please explain this cost.

Presently our maintenance crew must rely on third parties to remove larger utility
sewerage pumps. This has caused problems in emergency situations such as after
Hurricane Irma where third parties were not available. One such customer that
routinely requires this type of equipment is Monroe County for the jail where an
extremely high amount of service is necessary due to inmates flushing non-
flushable items from their cells. Delays in service response can cause sewer back
up into the jail. KWRU has also had an employee injured due to not having a truck
with a crane available. We have estimated this cost at $74,174.00.

You have included a pro forma cost for a new office. Please explain this cost.
The current office trailer was acquired in 2002. It was supposed to be a temporary
office trailer but was utilized by the Utility for 15 years. After Hurricane Irma,
inspections revealed significant water damage to the entire trailer. The flooring,
roof and walls would need to be replaced as well as the structural elements of the
bottom of the trailer which acts as the support. The office has mold which led to
an employee’s resignation due to workplace conditions. Based on the foregoing, it

was determined the trailer is a total loss. The Utility has obtained a cost estimate
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for a modular office approximately 1,200 square feet, to be placed above flood
elevation. The cost for the office $250,000.00 and can be installed within six
months. A copy of the contract is attached as Exhibit CAJ-21. Demolition and
hauling of the old trailer is estimated to cost $13,000.00. The materials and labor
required to install a concrete slab to allow for storage under the office are estimated
to cost $25,000.00. In the interim, KWRU and its staff are operating out of a
temporary construction trailer and rented office space due to the current office
being uninhabitable. The total cost of a new office is $288,000.

What are the costs for temporary office space?

The cost of temporary construction trailer/office is $6,630.60 for the year, plus
installation and removal costs which are $4,813.77, plus utility installation costs of
$6,000. For a total cost of $17,444.37.00. | have included the rental contract for
the first six months as Exhibit CAJ-16. The rental rate will remain the same for an
additional six months and we will then have the removal costs. Additionally,
KWRU leased space for billing and accounting functions at the rate of $1,000.00
for one month prior to the trailer being installed for staff to utilize. The total pro
forma cost for the temporary office space is $18,444.37 for one year.

You have included a pro forma expense for Information Technology services.
What were the IT costs for?

These costs are expenses associated with Hurricane Irma. They include server and
hard drive removal pre-hurricane, post hurricane reinstatement of servers and hard
drives, relocation of servers and hard drives to temporary office space due to
KWRU office being uninhabitable due to health concerns, then relocation from the

temporary office location to the ModSpace office at the treatment plant location.

00102451 - v4

10



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

150

The costs also include the relocation of voice and data to the final location of the
new office after its construction, and the cost of AT&T fiber optic cable.

What is the total costs for IT due to Hurricane Irma?

The total cost is estimated at $7,396.28, which as attached as Composite
Exhibit CAJ-17. The utility has invoices for the first relocation and reinstatement
of servers and hard drives pre- and post-hurricane as well as a cost for work relating
to fiber optic cable. | have provided a line item estimate for the IT Professional
Services including the integration of the fiber optic cable, phone system
programming, and relocating voice and data from the temporary ModSpace office
to the permanent office once it is constructed.

You have included a pro forma expense for two rental generators. Please
explain these costs.

These costs are for a temporary backup generator for the wastewater treatment plant
and a tow behind generator. These generators are necessary to provide power for
the wastewater treatment plant and lift stations during power outages. Due to high
demand for generators (Houston — Hurricane Harvey and Florida, Georgia, South
Carolina, Puerto Rico — Hurricane Irma) the utility does not anticipate being able
to have a generator delivered for a minimum of 20 weeks, but more than likely 24
weeks. Attached as Exhibit CAJ-18 is the cost of renting the wastewater treatment
plant generator which totals $77,273.76. Additionally, the cost of installation and
dismantling, as estimated by Nearshore Electric, is $5,500.00. $900.00 is allocated
for insurance, giving a total cost of $83,632.

For the tow behind generator, attached as Exhibit CAJ-19 is the cost of the tow

behind generator rental for six months in the amount of $11,642.
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The total cost for both generators is $95,274.

What other pro forma costs have you requested to include due to Hurricane
Irma?

Attached as Exhibit CAJ-20 is an itemized list of Hurricane Irma expenditures. The
total cost to date is $75,279. There are still vendors which have not tendered
invoices to KWRU and damage that has not been repaired. | estimate the
outstanding invoices and damage repairs will total approximately $15,000.00
which have not been received.

Were there other capital investments required due to Hurricane Irma?

Yes, the cost to repair the roof of the maintenance building $4,680, attached as
Exhibit CAJ-22 and an estimate to replace the Cherrington Sand Sifter which was
no longer operable as a result of Hurricane Irma is $44,300.

You have included pro forma adjustments for employees. Can you please
explain this?

Yes, the last rate case contained a major error in the approved expenses for
employees. In the 2014 rate case, Docket No. 150071-U, the Utility had 9.5
positions consisting of two officers and 7.5 staff positions prior to the expansion
and conversion to operations at Advanced Wastewater Treatment Standards. As
part of the 2014 rate case, the utility requested four additional employees be
approved, two operators, one mechanic and one administrative position, be
approved to operate the third plant and the entire system at AWT. The utility
provided pro forma expenses for these employees, which were approved except for
approximately $2,000.00. However, the pro forma employee additions were not

added to the 9.5 positions based on the annualized salary for the existing staff
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positions plus the pro forma employee positions. Instead, the order approving the
additional positions took the employee expenses for the prior twelve months and
added the pro forma employee costs to these amounts.

This was in error because during the prior twelve months there were several
vacancies which dramatically reduced the total employee expenses throughout the
year. The reduced staff for extended periods led to additional turnover due to
employees being overworked. The employee salaries based on 14 positions is (1)
employees $752,549, (2) officers $261,581 and (3) employee pensions and benefits
of $217,557, which pensions is based on the new pension or profit sharing plan set
up for employee retention. | have included as Exhibit CAJ-23.

You have included pro forma adjustments for the costs of a profit-sharing
plan. Can you please explain the basis for these pro forma expenses?

KWRU has had employee retention issues and has frequent turn over on a year over
year basis. The failure to retain employees makes every aspect of the Utility more
difficult to manage. Lack of expertise and experience on specific utility treatment
equipment and systems translates to employees being on a learning curve, less
efficient system/process operation, and this acts as a weight pulling down the level
of service that the Utility can provide to its customers.

The Utility lost 50% of its operations staff in the first two Quarters of 2011.
In 2013 it had to hire three new employees on a staff of 9.5. In 2014, the Operations
Group was comprised of 67% new staff. The Utility determined it is losing staff
to other utilities and municipal wastewater districts because of higher wage/benefit
packages and less required on call duty. The administrative staff at that time was

reported to be comprised of 33% new employees. Management made a plea to the
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ownership to look at the wage/benefit package as a retention issue.

In 2016, the company had a 42% turnover rate and an additional person not included
in the 42%, the Lead Operator, gave notice that he would be retiring within 6
months.

KW Resort Utilities can improve retention and reduce turnover by implementing a
more traditional Pension Plan.

KWRU currently has a 401K with a max match of 4% of salary. Analyzing the
participation levels in the 401K reveals that the participation is not equal throughout
the company. Higher paid employees are much more likely to participate than other
employees. This imbalanced participation does not create harmony among
employees. In fact, one employee, Eddie Roberts, who was not highly paid,
resigned after accepting a position equivalent to the position he held at KWRU with
Florida Keys Aqueduct Authority. Mr. Roberts told KWRU in his exit interview
that a reason for his leaving was that KWRU did not have a retirement program.
He said this even though he was aware that the company had a 401K plan with 4%
maximum match by the Utility. Highly compensated employees participate in the
401K program and they see it as a benefit. However, because the 401K is portable
it does very little to tether the employee to the company. A highly paid employee
can accept a position at another utility and just roll their 401K into another plan
quite easily. Further, often when KWRU makes an employment offer to an
outstanding candidate with utility industry experience the offer is refused for the
reason that the candidate can get their full retirement benefit in a certain number of
years at their current utility or wastewater district. KWRU’s employees have no

similar motivation to stay, as they lose very little if they accept a position elsewhere
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because their plans can be rolled into other employers’ plans.

Even if employees were to 100% vest in a traditional plan in 7 years, the Utility
would benefit immensely in terms of employment retention and operational
continuity. An examination of payroll records reveals that often employees resign
between year 1 and year 3.

KW Resort Utilities paid $162,596 in the test year for pensions and benefits. For
the final rates, by projecting the current salary levels for all full-time employees
approved by the PSC the cost of pension and benefits is $217,557. This upgrade to
a retirement benefit that was experiencing imbalanced participation is the Utility
making an investment in its employees which is its most valuable asset.

Please explain the reduction in billable gallons within the KWRU service area
as well as reduction in usage.

In May 2017, KWRU noted a significant drop in usage at Stock Island Apartments.
I contacted FKAA as | believed it was an error as we had several issues with the
billing file we have received from the FKAA prior to this. After an investigation
by Paul Cales at FKAA and myself, it was determined that the reduced water usage
is correct. Since this dramatic reduction in water usage, the water usage has
remained at this lower level and continues to remain at this level to date. Based on
this, | calculated the billable gallons from Stock Island Apartments on an
annualized basis. This constitutes a reduction in gallonage from 23,244,814 to
6,151,981 gallons on an annualized basis. This reduction has been incorporated into
the MFRs as a pro forma adjustment to billable gallons.

Would this affect the daily effluent flows reported?

Yes.
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Q. Are there any other issues that may affect the daily flows reported during the
test year?
Yes, on November 17, 2017, we had the effluent flow meter calibrated and the
electrician, Jeff Kirk of Nearshore Electric, determined that the flow meter was not
operating properly and was under reporting effluent flows at the rate of 50 gallons
per minute or 3,000 gallons per hour. This has now been corrected and the DMRs
evidence a significant increase in the daily effluent flows. The last time it was
calibrated was last November.

Q. Does that conclude your direct testimony?

Yes, it does.

00102451 - v4

16



156

1 BY VR SM TH:

2 Q Have you prepared a sunmary of your testinony?
3 A Yes, | have.

4 M5. MAPP: May | stop and ask a question

5 first?

6 COW SSI ONER POLMANN:  |'m sorry, Ms. Mapp.

7 EXAM NATI ON

8 BY Ms. MAPP:

9 Q Yes. Good norn- -- afternoon, M. Johnson.
10 A Good afternoon.
11 Q You were previously given or provided the

12 exhibits marked as 84, 85, 86, 89, 90, 91, and 92; is
13 that correct? And it's also before you in the binder.
14 A Yes, that's correct.

15 Q And you had an opportunity to review those

16  responses.

17 A (Exam ni ng docunent.) Yes, | have.

18 Q Did you prepare these exhibits or are -- were
19 t hey prepared under your supervision or control?

20 A Yes, they were.

21 Q And woul d the -- your answers be the sane

22 today as they were when these responses were prepared?
23 A | can say the information at the tine it was
24  given was accurate. There are sone dynamc elenents to

25 the wastewater treatnent plant and sone of the work
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1 goi ng on and sone of those things could have changed,

2 but at the time this was witten, it was accurate.

3 M5. MAPP: Thank you.

4 MR, WRI GHT: Conm ssioner, briefly, for the

5 reasons stated earlier, we -- we wll object to the
6 adm ssion of all of these exhibits, including

7 that -- that part of the 86 sponsored or provided
8 by M. Johnson. Thank you.

9 MR, SAYLER: Comm ssi oner Pol mann, Public

10 Counsel -- for the sane reasons we stated earlier,
11 we woul d renew our objections -- or we would object
12 to these exhibits going into the record for the

13 sane reasons we objected when Ms. Swai n was asked
14 about her discovery responses that she sponsored.
15 COW SSI ONER PCLMANN:  Obj ections noted from
16 the County and fromthe Ofice of Public Counsel.
17 Anything further? W'I|l proceed with the

18 Wi t ness.

19 M. Smth, go ahead.

20 FURTHER EXAM NATI ON

21 BY MR SM TH:
22 Q M. Johnson, | believe you stated you prepared

23 a summary of your prefiled testinony.

24 A | did.
25 Q And if you could, provide that.
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1 A Good afternoon, Comnm ssioners and staff. M
2 name i s Christopher Johnson. |'mthe president of the
3 KW Resort Uilities Corp. |I'mtestifying on behalf of
4 the utility.
5 The purpose of ny direct testinony is to
6 present information as it relates to the original filing
7 of the MFRs as they were prepared by the utility's
8 regul atory consultant, M. Swain.
9 There are pro fornma expenses and capital
10 projects, sonme of which arose as a result of Hurricane
11 Irma, the center of which hit the Keys, 15 mles from
12 the utility's wastewater plant and collection system
13 The costs, as presented in ny direct
14 testinony, were submtted shortly after the Hurricane
15 | rma and were made based off of contracts, bids,
16 estimates, and conparable pricing, avail able before and
17 shortly after the storm
18 The utility's main generator was danaged in
19 the hurricane beyond repair. The generator provides
20 power to the entire treatnent plant and it powers the
21 vacuum col | ecti on system
22 The total cost of the project of replacenent,
23 I ncl udi ng foundation, electrical, nechanical, and new
24  generator, at the time, was estimated to be $321, 000 --
25 sorry -- $321, 005.
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1 The utility's main office was al so danaged

2 beyond repair because of Hurricane Irnma. The cost of

3 denolition to the danaged office, construction of a

4 concrete slab underneath the office, a foundation and a
5 new nodul ar office of approxinmately the sanme size as the
6 existing danaged office totals $288, 000.

7 The utility's chlorine contact chanber and

8 filter units were set for repair prior to the storm but
9 were damaged in Hurricane Irma. The result of this

10 danmage was a leak in the north train's filter cell. The
11 project to replace these units becane a high priority

12 because of the |eak, after the tank was conprom sed as a
13 result of Irma. Total project cost: $1,071, 814.

14 Capital rehabilitation of the east and west

15 exi sting wastewater plants -- these plants are rated at
16 500, 000 gal l ons per day and were originally constructed
17 I n 1983 and 1995. The plants were schedul ed for

18 rehabilitation work. And the work involves field

19 erection, fabrication, welding, and application of

20 coating systens. Total project cost at the tinme was

21 estimated to be $1, 104, 764.

22 In addition to the capital projects, |'ve also
23 provi ded testinony for the pro forma expenses. A pro

24 forma adjustnent for enployees was given. In the |ast

25 rate case of 2014, the utility requested four additional
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1 enpl oyees, which were approved, except for approxi mately

2 $2,000; but the pro forma salaries for the four

3 addi ti onal enpl oyees were not added to the existing 9.5

4 positions, based on existing annualized salary of those

5 positions, plus the pro forma enpl oyee positions. Based

6 on 14 positions, the salaries for enployees and officers

7 Is 1,014,130, and enpl oyee benefits and pension total

8 217, 557.

9 Additionally, testinony was provided for the
10 followng pro forma adjustnents: A pension plan to help
11 the utility with the difficult problem of enpl oyee
12 retention, with an increase of benefits to cover this
13 cost of $35,000. This cost is less than 2 percent of
14  total expenses.

15 An | T communi cati ons system cost to provide

16 redundancy for mssion-critical supervisory control, and
17 data acquisition systemfor the entire treatnent plant
18 and vacuum system and generator rental expense.

19 Two generators were necessary to be rented as
20 a result of existing generators being damaged in

21 Hurricane Irma beyond repair. These generators ensure
22 that the utility is able to serve its custoners in the
23 event of a Keys Energy Services power failure.

24  Therefore, they are absolutely necessary. And as a side

25 note, this generator was running since Sunday to provide
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1 the utility with power because of a failure.
2 Fromny testinony, it is clear and evi dent
3 that Hurricane Irma had a major inpact, financial and
4 otherwse, on the utility. Costs resulting directly
5 fromHurricane Irma, coupled wth other capital projects
6 that will preserve and extend asset |life are the major
7 reasons we are appearing before you today.
8 Thank you.
9 MR SMTH | tender the witness for cross-
10 exam nati on.
11 COMWM SSI ONER POLMANN:  Thank you, M. Smth.
12 M. Sayler?
13 MR, SAYLER: Thank you, Conmm ssioner Pol nmann.
14 | had -- well, sone exhibits are being passed
15 out, already collated. And we will -- when
16 everyone has one, if we could get those all marked,
17 for the record.
18 COMM SSI ONER POLMANN:  Thank you, sir.
19 | believe there are four. Let us know if
20 anybody has sonet hi ng el se.
21 MR, SAYLER. When | was collating these |ate
22 | ast night, | hope | -- everyone shoul d have four.
23 COMM SSI ONER POLMANN:  Does | ate | ast night
24 have anything to with -- a reason?
25 MR. SAYLER: Sone people m ght have three,
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sone people m ght have five.

COW SSI ONER POLMANN: Wl |, we can share.

Does everybody have a package?

MR. SAYLER: And Comm ssi oner Pol mann, | woul d
recommend they be marked for identification in the
order that they were in the packet, as well as the
short titles that we have. And | can go through
that or you can, whatever your pleasure is.

COMM SSI ONER POLMANN: Wl I, I'"mgoing to read
them You tell nme if this is what you had in m nd.

MR, SAYLER: Yes, sir.

COMWM SSI ONER POLMANN:  The first one in ny
packet is KWRU responses to OPC s third set of
i nterrogatories, paren, No. 43.

MR. SAYLER: Perfect.

COW SSI ONER POLMANN:  The next nunber | have
is 114. |s that what everybody has?

M5. CRAWCORD: Yes.

THE W TNESS:  Yes.

MR SAYLER: Sorry --

COMM SSI ONER POLMANN:  That's not a good
start.

MR. SAYLER: So, Exhibit No. -- so, KWRU s
responses to staff's -- or OPC s third set of

interrogatories, No. 43 is identified as
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Exhibit 115; is that right?

M5. CRAWFORD: 114.

(Si nmul t aneous speakers.)

COW SSI ONER PCLVANN: 114,

MR, SAYLER: 114. Oh, so, the price index
that was passed out with Ms. Swain's testinony
wasn't marked as Exhibit 1147

MR. FRIEDMAN: That's correct. It was not
mar ked at all.

COW SSI ONER POLMANN:  Ms. -- Ms. Crawford, we
didn't -- we didn't bring that in.

M5. CRAWFORD: That was only provided in case
we needed to refresh the witness' recollection.

COMM SSI ONER POLVANN:  Ckay.

M5. CRAWFORD: And she was able to speak to
it, so we never identified --

COW SSI ONER POLMANN:  No, we handed that out;
we did not use that.

MR, SAYLER: Ckay. Thank you.

COMWM SSI ONER POLMANN:  So, your first one is
114.

(Wher eupon, Exhibit No. 114 was marked for
i dentification.)

MR, SAYLER  Ckay.

COW SSI ONER POLMANN: The next one | have iIs
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1 KWRU responses to OPC s second set of

2 I nterrogatories, paren, No. 21.

3 MR, SAYLER  Yes.

4 COW SSI ONER POLMANN:  115.

5 MR, SAYLER: Yes, sir.

6 (Wher eupon, Exhibit No. 115 was marked for
7 i dentification.)

8 COMM SSI ONER POLMANN:  Next, | have KWRU
9 anended and restated responses to OPC s

10 I nterrogatories, No. 142.

11 MR, SAYLER: Yes, sir.

12 COW SSI ONER PCLMANN:  That's 116.

13 (Wher eupon, Exhibit No. 116 was marked for
14 i dentification.)

15 COMW SSI ONER POLMANN:  Then | have KWRU s
16 profit-sharing plan and trust excerpt, 117.

17 MR, SAYLER: Yes, sir. Thank you.

18 COMM SSI ONER POLMANN: Pl ease proceed, sir.
19 (Whereupon, Exhibit No. 117 was marked for
20 i dentification.)

21 MR, SAYLER: Al right.

22 EXAM NATI ON

23 BY MR SAYLER
24 Q M. Johnson, would you please turn to Page 6

25 of your prefiled direct testinony, Lines 22 through 23.
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1 A Yes, sir.

2 Q And it was your testinony that Lift Station

3 L2A was structurally damaged and knocked over; is that

4 correct?

5 A The lift station control panel was, yes.

6 Q It does not say lift station control panel; is
7 that correct?

8 A Yes, that's correct.

9 Q All right. Wuld you turn to your

10 Exhibit CAJ-11, attached to your testinony, please.

11 A Yes.

12 Q Al right. And this is the Lift Station L2A
13 agreenent that you have with B&L Beneway, Inc., correct?
14 A Correct.

15 Q All right. Wuld you read the recital, "B,"
16 for the record?

17 A "Hurricane Irma damaged the |lift station

18 beyond repair, and it requires i medi ate repl acenent.”
19 Q kay. And will you confirmthat you're the

20 one who executed this agreenent on behal f of KWRU?

21 A Yes, | did.

22 Q Ckay. And it was during your deposition where
23 you corrected your testinony stating that it was the

24 electrical panel that was knocked over by Hurricane

25 Il rma?
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1 A Correct. W also provided, during the course
2 of the rate case, a picture of the actual control pane
3 on the ground.
4 Q Al right. And after the storm that contro
5 panel was reinstalled; is that correct?
6 A It was, yes.
7 Q All right. And now, as a part of your
8 rebuttal case, you are now asking for that control panel
9 to also be replaced; is that correct?
10 A The control panel replacenent was pl anned
11 from-- fromthe very start --
12 Q Ckay.
13 A -- of the case.
14 Q And were the costs for that control pane
15 repl acenment included in this contract with B&L Beneway?
16 A No, they were not.
17 Q And has Beneway started work on replacing Lift
18 Station L2A?
19 A No, they have not.
20 Q Isn't it true that B&L Beneway was supposed to
21 conplete this by March 31st, 2018, the repl acenent of
22 this |ift station?
23 A That is the conpletion date on this contract,
24  yes.
25 Q So, is B& Beneway in breach of this contract
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

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



167

1 to replace the lift station?

2 A Presently, they are not. W're in contact

3 wththem and we're trying to schedule a work date.

4 Q Are there any damages provisions in your

5 contract with B& to ensure tinely conpliance and

6 repl acenent ?

7 A | don't believe so.

8 Q And you woul d agree that this is one of the

9 pro forma projects that KWsol e-source bid; is that

10 correct?

11 A | wouldn't say sole-source bid, no, that's not
12 correct.

13 Q Did you provide additional bids as it relates
14 to the Lift Station L2A?

15 A We provided a bid fromWarton Smth or -- I'm
16 sorry. W had previously bid the sister |ift station,
17  which is approximately 300 feet fromthis [ift station.
18 The identical set of plans were used for this lift

19 station that was for the sister [ift station. W had

20 received a bid fromWarton Smth for that [ift station
21 in 2014, as well as a bid from Beneway.

22 Since then, we have asked Wharton Smth to

23 produce a bid, and they refused to bid, citing that they
24 could not be conpetitive.

25 Q Al right. So, you were saying that you bid
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1 out adifferent [ift station about four years ago, and
2 you're using that as a conparison for this project?
3 A Correct. It's the sane design, sane |ift
4 station, 300 feet away in the sanme exact conditions and
5 area.
6 Q VWll, | do have nore questions for you about
7 this in your rebuttal, since you discuss it in your
8 rebuttal. So, I'll save those for that tine.
9 A Al right.
10 Q Wul d you pl ease | ook at the first exhibit
11 marked in the hearing record, No. 114. Wuld you take a
12 noment and review the conpany's response to this third
13 set of interrogatories, No. 43.
14 A Yes.
15 Q And woul d it be accurate to say that you woul d
16 be the correct witness to ask questions about this
17 response?
18 A Yes.
19 Q Ckay. And for the record, it says: Please
20 provi de the anount of overtinme pay for each enpl oyee/
21 position for each of the |ast five cal endar years.
22 And it is correct that you -- the utility
23  provided that?
24 A Yes, we did.
25 Q Al right. Wuld you turn to the last two
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1 pages. And you would agree it shows overtine expenses,
2 In reverse order, from 2017, '16, '15, '14, and '13; is
3 that correct?

4 A Yes.

5 Q Al right. For those overtine expenses in

6 2013, what was the driving factor for that anmount of

7 overtinme?

8 A A few things. 1In general, call-outs are the

9 mai n reason enpl oyees work overtine. W don't, as a

10 rul e, schedule projects on a regular basis that woul d

11 result in overtinme. W have schedul ed projects on a

12 Saturday or in the mddle of the night to facilitate

13 taking a systemoffline, but those projects are very few
14  and far between.

15 The energency that arises at 7:00 on a Sunday
16 night -- that's nore of the kind of activity that these
17  enpl oyees are engagi ng in.

18 Q So, would it be fair to say you don't recal

19 the specific reasons that cause the need for overtine in

20 2013, beyond the general responses you' ve provi ded?

21 A There's a nyriad of -- of reasons to be called
22 out and to performovertinme. As you recall, back in
23 '13 -- for specific enployees is a very difficult

24  question on the witness stand to be able to answer,

25 wthout |ooking at records. |'msorry.
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1 Q What about 2014? Do you recall any specific

2 t hi ngs for 20147

3 A Yeah, this would be very simlar.

4 Q Al right. Wy was 2014 so nuch higher than

5 sone of the other years?

6 A There's a nunber of reasons why we could

7 accunulate quite a bit nore overtine, year over year

8 2017, Hurricane Irma resulted in overtine. On another

9 year, you mght not have a hurricane; you'll have |ess
10 overtine. So, this is sonmething that fluctuates.

11 It doesn't just take a hurricane. W just had
12 a weather event over the weekend. W had guys out on

13  our system in the mddle of the night, checking

14 generators, going through the system This is nornal

15 procedure. Events |ike that happen.

16 There's a lot of flashing yellow lights. It's
17 not just us. Power conpany is out on their system

18 Water is out on their system These are the events that
19 drive overtine: Unusual weather events, hurricanes,

20 hurri cane preparedness.

21 Even if a hurricane is comng, it doesn't hit
22 us, there's still a nunber of activities that have to be
23 carried through on by the utility to prepare.

24 Q Ckay. For 2015 or 2016, do you recall any

25 specific events that would drive the cost of overtine
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1 for those years, beyond what you' ve di scussed?

2 A Not hi ng sticks out in ny mnd as a single

3 event that may have happened to cause it. Looking at
4  these nunbers, 2016 | ooks to be a little heavier than
5 2015, but not wi dely so.

6 Al so, overtinme depends on the anount of

7 staffing we have. |If we have nore people, we may not
8 engage in as nuch overti ne.

9 Q Ckay. And beyond Irma, in 2017, were there
10 driving factors for the overtinme costs?

11 A Hurricane Irma is definitely the one that

12 would stick out. 2017 was also a tinme when we had an
13 expansi on project conpleting, which presented existing
14 staff with a nunber of challenges. Qur staff has to
15 mai ntain our treatnent systens and mai ntain water

16 quality. Al the while, the new plant is being built.
17 These plants don't perfectly integrate.

18 There's a sharing of tanks, chlorine contactor --

19 chlorine contact chanber, filter cells, effluent box.
20 Al these systens are interrelated. And they can't be
21 conpletely -- conpletely renoved.

22 The anmount of tine it takes to coordinate
23 these efforts does tax the existing staff and coul d
24 potentially result in overtinme, depending on what the

25 activity is.
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1 Q Ckay. Would you turn back to your response to
2 the Interrogatory No. 43. Do you see where it says,

3 "The majority of enployees with significant overtine pay
4 are no longer enployed by KWRU. This illustrates the

5 need for additional enployees to ensure enpl oyees are

6 not overworked"? Do you see that?

7 A Yes.

8 Q So, you woul d agree that being overworked is a
9 reasons why sone of your enpl oyees have quit or

10 resigned; is that correct?

11 A VWl |, not having enough enpl oyees results in
12 nore stress being put on an individual. |[|f you have a
13 | arger staff, you can share the workload, particularly

14 on-call duty.

15 Q Al right. If you wll, turn to the next

16 exhi bit, No. 115, your response -- or the conpany's

17 response to OPC Interrogatory No. 21. If you would,
18 take a look at it and let nme know if that's sonething
19 that you sponsored or would be the right person to ask
20 questi ons about.

21 A Yes, | would be the person to ask.

22 Q Ckay. The response indicates that Irnma was an
23 extraordinary event that led to the request for

24  additional overtinme and sal aries and wages; is that

25 correct?
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1 A There were two -- let -- let nme nake the

2 differentiation. There were two events bei ng di scussed.
3 Hurricane Irma was an actual event that happened. An

4 extraordinary event was the planning for a potenti al

5 tropical stormor hurricane and what it would take to

6 respond to that event.

7 Q kay. |I'mnot follow ng you, M. Johnson.

8 You're saying that Hurricane Irnma was a real event with
9 real overtine; is that correct?

10 A Correct, which is nmeasurable by our payroll

11 records and such.

12 Q And the, quote, OT extraordinary event, end

13 quote -- that's not Hurricane Irma; is that correct?

14 A That's correct.

15 Q So, it's a potential hypothetical event.

16 A Correct.

17 Q Now, you woul d agree, in your response to this
18 I nterrogatory, you discuss Hurricane Irma quite a bit.
19 In fact, on Page 8, under the response, it says: The

20 extraordi nary event was a Category 5 hurricane -- was a

21 Category 4 hurricane, Irma.

22 Do you see that?

23 A Yes.

24 Q So, are you changi ng your response to this

25 I nterrogatory? You're changing -- redefining what an OT
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1 extraordinary event is? | -- I'mtrying to understand.

2 A Yes, what |'msaying is an extraordi nary
3 event, a hypothetical -- 42-day event is the
4 hypot hetical. The actual event, which we're planning

5 for, happened. And it's Hurricane Irma, whose costs are
6 measur abl e and recorded.

7 Q And you woul d agree that, on 10/2/13 of this

8 di scovery response, you spend a lot of detail on how

9 much tinme and -- how much tinme you and the enpl oyees

10 spent on Hurricane Irma for work, correct?

11 A Correct.

12 Q And in the hurricane expense, you are only

13 claimng $7,440 in hurricane overtine; is that correct?
14 A (Exam ning docunent.) Is that in this

15 testinony?

16 Q You mean your response to Interrogatory

17 No. 217

18 A Page - -

19 Q | don't believe that the exact amount that KW
20 IS requesting for hurricane overtine expenses are in

21 this response because this response is a question

22 about -- "Please describe the OI hurricane event."

23 But to your know edge, is KWseeking only
24 $7,440 in hurricane overtinme related to Irma? |Is that

25 correct?
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1 A We are seeking overtine. The exact doll ar
2 amount, | do not have in front of ne.
3 Q Ckay. Now, in your direct testinony, you're
4 asking for approximately $53,000 in Hurricane-Irmna-
5 rel ated costs to be anortized over five years; is that
6 correct?
7 A (Exam ni ng docunent.)
8 MR SMTH  Just to nove this along --
9 A "' m | ooking at CAJ- 20.
10 Q Ckay.
11 A And at the tine this was filed, a --
12 Item zati on of expenses were put into the hurricane
13  category.
14 Q Yes, sir
15 A And on Page 2 of 2, there seens to be a total
16 at the bottom of $75,279.15; however, it should be noted
17 that, when this schedule was created, certainly all
18 hurri cane costs, at that point, had not been incurred.
19 Q Ckay. Wth regard to the anbunt that KWis
20 requesting to be anortized, that period is over five
21 years; is that correct?
22 A We're asking for this -- actual costs that
23 have been incurred to be anortized over four years.
24 MR SMTH If -- if | may, can he point to
25 the testinony where Chris Johnson requested the
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1 five years?
2 Q well, M. Johnson, to your know edge, in your
3 direct case -- did KWrequest that it be anorti zed over
4 four years or five years, in your direct case? O would
5 that be a Debbie Swain question?
6 A Ri ght now, at this point in tinme, we would
7 like it to be anortized over four years.
8 Q But when you filed your direct case, do you
9 recall that it was to be anortized over five years? Yes
10  or no.
11 A | don't recall.
12 Q Ckay. And do you know why it changed from
13 five to four years?
14 MR SMTH  (Objection. Msstates testinony.
15 COMM SSI ONER POLMANN:  Sust ai ned.
16 MR, SAYLER: Ckay. Wuld you please turn to
17 Page 9 of your direct testinony, Lines 22 to 23.
18 Comm ssi oner Pol mann, | do apol ogize. It's --
19 the tenperature is increasing quite a bit, so I'm
20 going to renove ny | acket.
21 COMM SSI ONER CLARK:  Yes, it's been turned
22 down al r eady.
23 MR, SAYLER: Unless -- it's been turned down?
24 COMWM SSI ONER POLMANN:  Yeah. We're in
25 busi ness casual node. So, anybody who wants to
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1 take their clothes off, you certainly may, given

2 t he degrees.

3 Kelly, is that sonething that you' ve already
4 addr essed?

5 M5. THOWMPSON:  Yes.

6 COW SSI ONER PCLMANN:  Ckay. That's been

7 t aken care of.

8 M. Sayler, just a point, if -- if you're

9 | ooking at a particular exhibit that would assi st
10 the witness at the tine of the response, that would
11 be great, as you' ve just done on Page 9. Thank
12 you.

13 Coul d you redirect that you' re on Page 9?

14 MR SAYLER  Sure.

15 COMM SSI ONER POLMANN:  Thank you.

16 BY MR SAYLER

17 Q Are you on Page 9 of your testinony?
18 A Yes.
19 Q Pl ease | ook at Lines 22 to 23, where you

20 testify, "The office has nold, which led to enpl oyee's

21 resignation due to workplace conditions.” Do you see
22 t hat ?

23 A Yes, | do.

24 Q All right. Do you recall, in your deposition,

25 you had detailed working conditions of the office, such
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1 that -- let's see: You had a woman who wor ked for your
2 office for a couple of days. "She was excellent, but |
3 hate to say it, we |lost her because she couldn't work in
4 these conditions."

5 Do you recall this -- stating that in your

6 deposi tion?

7 A | recall stating that in ny deposition, but it
8 I's not the sane office as this office. This is a

9 different office.

10 Q kay. So, the new office is your tenporary

11 trailer; is that right?

12 A The new office is a ModSpace tenporary

13 trailer, correct.

14 Q And you woul d agree that this enpl oyee |eft

15 because of the current working condition at KWRU; is

16 that correct?

17 A | have to ask for clarification. There --

18 there's two enpl oyees we're tal ki ng about; one who

19 clained a nold problem and anot her enpl oyee who began
20 enpl oynent in the new ModSpace office, who coul dn't

21  worked in the cramed circunstances of that -- we have
22 hal f the square footage in the MddSpace office as we did
23 I n our damaged office. These are two different

24 enpl oyees.

25 Q kay. So, one enployee quit because of nold
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1 probl ens, and anot her enpl oyee quit because of cranped
2 office-space conditions; is that right?

3 A Correct. One enployee gave notice citing a

4 nold allergy; and a second enpl oyee began enpl oynent in
5 the ModSpace office and, after two days, said that this
6 was not for her, and that ended her enpl oynent.

7 Q And regardi ng enpl oyees at your -- with KW do
8 you recall stating in your deposition that enployee

9 turnover is tied to the econony?

10 A | don't renenber saying it in those exact

11  words. | do renenber saying turnover can be related to
12 econom c cycles, supply and demand, that kind of thing.
13 Q Ckay. And it is your testinony that the | ack
14 of atraditional retirenent plan is one of the reasons
15 for enployee turnover; is that right?

16 A Not in and of itself. The fact that this

17 utility lacks a traditional pension plan, coupled with

18 the fact that every other utility that we conpete

19 against does -- those two things put together...
20 Q Ckay. Turning to Page 13 of your direct
21 testinmony, Lines 19 through 24 -- all right. | have a

22 few questions about the past and how often you had a
23  full conplenent or all of your budgeted enpl oyees.
24 You woul d agree that this rate case i s using

25 an historic test year, starting July 1 through June 30,
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

2017; is that correct?

A

Q

That's correct.

Al right. And going back five years from

July 1, 2016, would take us to July 1, 2011, correct?

A

Q
testi nony,
KWRU | ost

A

Correct.
Al right. And isn't it true, in your

on Lines 19 and 20 -- or 19, that, in 2011,
50 percent of its staff; is that right?

No.

MR SMTH  (Objection. Msstates testinony.
COMM SSI ONER POLMANN:  I'msorry, M. Smth.
Coul d you restate that?

MR, SAYLER:  Certainly.

BY MR SAYLER

Q
staff; is

A

Q
KWRU?

A

Q
enpl oyees

A

Q

The utility lost 50 percent of its operations
that correct?
That is correct.

And -- and when did you start as president of

Sonetinme around mid-year in 2009.

2009. And do you renenber how many tota
KWRU budgeted in 2011?

9.5 enpl oyees.

And do you know t he breakdown between

oper ational and non-operational staff?
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1 A Not off the top of ny head exactly.

2 Q Sane question: How many enpl oyees did KWRU
3  budget for 2012? Was it 9.5 enpl oyees?

4 A 9.5.

5 Q And do you recall how many enpl oyee positions

6 were vacant at the end of 20127

7 A At the end of '12?

8 Q Yes.

9 A Unless it's in ny testinony, | don't recall.
10 Q Ckay. And on Line 20, you state, "In 2013, it

11 had to hire three new enpl oyees on a staff of 9.5." Do
12 you see that?

13 A Yes.

14 Q All right. So, still, in 2000 -- 2013, you

15 had budgeted 9.5 enpl oyees; is that right?

16 A Yes.

17 Q So, that year, you had a turnover of three

18 enpl oyees; is that right? O did you have 9.5 enpl oyees
19 at the end of that year?

20 A Fromthe testinony, it |looks |ike we

21 mai ntained 9.5 during the year, and three were new

22 enpl oyees.

23 Q But you don't renmenber if you still had 9.5 at
24  the end of 2013, correct?

25 A | could easily verify that wwth nmy payrol
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1 records.
2 Q Ckay. | don't have a copy of those --
3 A Ch.
4 Q Do you have a copy of those?
5 A | don't. | don't.
6 Q And then, on Lines 20 through 21, you state,
7 "I'n 2014, the operations group was conprised of
8 67 percent new staff." Do you see that?
9 A Yes.
10 Q How many operations staff did you have in
11 20147
12 A Agai n, without the conpany roster in front of
13 me, | don't know the exact nunber.
14 Q Al right. But the budget for enployees in
15 2014 was still 9.5?
16 A 9.5.
17 Q Al right. Starting with the last [ine on
18 Page 13, to the top of Page 14, you testified,
19 "Managenent nade a plea to the ownership to | ook at the
20 wage/ benefit package as a retention issue." Do you see
21 t hat ?
22 Yes, | do.
23 Q And fromthe context, that plea was nade in
24  2014; is that correct?
25 A Yes. Fromthe context, yes.
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1 Q And then, in 2016, it says the conpany had a
2  42-percent turnover rate. Do you see that?
3 A Yes, | do.
4 Q So, despite your plea to ownership in 2014,
5 was any relief provided in 2014 with regards to your
6 pl ea?
7 A | think it's always a westle wth budget,
8 wages, benefits, days off, vacation. W conpete agai nst
9 | arge governnental agencies. These are the people that
10 have the sane skill set that we need to hire.
11 We can offer six hours of overtine pay whereas
12 our conpetitor, the Florida Keys Operative Authority,
13 where four of our enployees left in a single year went
14 to -- they give 16 hours straight pay just for agreeing
15 to be on-call. They get twi ce as many vacati on days
16 al nost than we get. W have eight days of vacation.
17  And right around this tinme, we actually increased our
18 vacation days fromsix days a year to eight days a year.
19 The reason we can't give vacation days as
20 liberally is because every enpl oyee has a task to do.
21  And when that enployee isn't at work, we feel it. W
22 don't have extra people on the bench, |ike sone ot her
23 agenci es do, that we can call in when we need them
24  This puts extra stress on our -- our staff.
25 Q kay. So --
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1 A There were neasures taken, | would say, from
2 probably 2013, '14, '15, increnentally, as we went

3 along, to try to close the gap. O course, we can never
4 cl ose the gap unless -- these proceedi ngs would be a

5 different story if we were asking for enough noney to

6 close the gap. | nean, we need a | ot nore enpl oyees

7 than we're asking for. W're trying to be reasonabl e,
8 bottomline conscious.

9 Q You nentioned -- | think you testified,

10 neasures taken in 2013-2014. Wat do you nean neasures
11 taken? Are you talking about with -- in the context of
12 better wage and benefit package?

13 A As the -- as the conpany evol ved, on-call pay
14  was added, vacation days were extended, these kinds of
15 things; an effort to reduce the inpact on the individual
16 enpl oyees.

17 Q So, after making your plea to ownership in

18 2014, did the better -- or the wage-benefit package

19 | mprove?

20 A | -- | think it did -- well, in this whole

21 period of tinme, | think it -- we closed the gap. |

22 t hi nk wage-wi se we're conpetitive.

23 Q Ckay.

24 A It's all of the other benefits that the other

25 utilities are able to offer that are richer than what we
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1 have. W're -- we're -- this pension planis a

2 5-percent plan. Well, the Aqueduct is doing 8.25; Keys

3 Energy, even nore; the Cty, 9 or 10 percent. You know,
4 we're doing $5, and they're doing eight-and-a-half or

5 ni ne.

6 Q So, is it your testinony that ownership

7 aut hori zed better wage and benefit packages to help

8 retain enpl oyees in 2014, 20157

9 A Yes, | think ownership did nake a realization

10 that we need to try to be as conpetitive as possible and
11  that they would | ook forward to, again, closing the gap

12 on these other agencies.

13 Q But yet, in 2016, you still had a turnover

14 rate of 42 percent, correct?

15 A Correct.
16 Q And that turnover rate is on 9.5 enpl oyees?
17 A That, | don't know. | would have to see the

18 enpl oyee. ..

19 Q Ckay. And from 2009 to the present, you're

20 part of nmnagenent, correct?

21 A Yes. Now, that | | ook back at 2016, | believe
22 we had nore than 9.5 enpl oyees back then.

23 And yes, | ama part of managenent.

24 Q So, when it says "managenent nade the plea,"”

25 that was you naking the request to ownership, correct?
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1 A Yes.

2 Q Now, do you have any ownership interest at al
3 in this utility?

4 A No, | do not.

5 Q Are you aware that, according to your 2016

6 annual report, that M. WIlliam Smth, Jr., owned

7 70 percent of the KW and M. Al exander Smth,

8 M. Barton Smth, and Ms. Leslie Johnson each owned

9 10 percent of KWRU?

10 MR SMTH  (Objection. Assunes facts not in
11 evi dence.
12 Q Al right. Do you know the ownership

13 breakdown of KWRU or the parent conpany that owns KWRU?

14 A Yes, | do.
15 Q What is it?
16 A 70 percent Wlliam Smth, Jr., 10 percent Al ex

17 Smth, 10 percent Barton Smith, and 10 percent Leslie

18  Johnson.

19 Q Al'l right. And these are your in-laws and

20 your wife; is that correct?

21 A That is correct.

22 Q Wul d you please turn to the exhibit

23 identified as -- marked as 116. It's KWRU s anended and
24 restated response to OPC' s Interrogatories, No. 42. And

25 are you famliar with this amended and restated
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1 response?
2 A Yes. | renmenber this being confusing.
3 Q Right. So, you would agree that, starting in

4 2015, KW started budgeting for 13.5 positions; is that

5 right?

6 A 2013 - -

7 Q  2015.

8 A W were at 9.5.

9 Q Al right. 1If you look in the response where
10 It says: Notw thstanding without waiver of the

11 foregoing, et cetera, et cetera, KWRU budgeted for 13.5

12 positions for each year, 2015, 2016, 2017 -- do you see

13 t hat ?
14 A Yes.
15 Q Al'l right. So, that was the full conpl enent

16 of enpl oyees that KWRU wanted for those years; is that
17 correct?

18 A Yes.

19 Q Al right. And you would agree that this

20 response accurately states the nunber of enpl oyees that
21 KW had for those years; is that correct?

22 A Yes.

23 Q All right. So, you would agree that, starting
24 1/ 1/ 2015, KW had ni ne enpl oyees of the 13.5 enpl oyee

25 positions it wanted to have, correct?

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



188

A Yes.

2 Q All right. And at the end of 2015, you stil

3 had nine enpl oyees, correct -- or excuse nme -- yes --

4 A As of January 1st, 2016.

5 Q Yes. Ckay.

6 And during 2015, you had nine enpl oyees either

7 resign or were termnated; is that correct? During that

8 year.

9 A (Exam ni ng docunent.) Just neking sure none
10 of these are repeated.

11 l"msorry. Can you rephrase the question or
12 repeat it?

13 Q The break has been so long, |'ve forgotten ny
14 question, but let nme continue on.

15 So, 2015, you had -- you hired nine enpl oyees
16 and you had ni ne enpl oyees quit or term nate, correct?
17 A The problemhere is some of the sanme enpl oyees
18 in the sane year were hired and term nated.

19 Q Al right. Wuld it be fair to say that, in
20 2015, KWhad a | ot of turnover during that one year?

21 A Yes, | think so.

22 Q Al right. And you would agree that, starting
23 in 2016, 1/1/15 you started off with nine enpl oyees and,
24 at the end of the year, you finished with 11 enpl oyees,
25 correct?
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1 A Yes. Correct.

2 Q Al right. And during that year, you hired

3 ni ne enpl oyees -- or excuse ne -- hired seven enpl oyees,
4 but ultimately five quit or were term nated, |eaving you
5 with 11 enpl oyees, correct?

6 A In 2016, there were seven hires and five

7 peopl e term nated or resigned.

8 Q And in 2015 and 2016, even with less than a

9 full conplenment of your 13.5 enpl oyees, KWwas still

10 able to safely maintain and operate the wastewater

11 treatnment plant in both of those years?

12 A The operation of the wastewater plant

13 conti nued.

14 Q Ckay. And on 1/1/2017, you started the year

15 off with 11 enpl oyees, correct?

16 A Correct.
17 Q And what did you end the year with?
18 A This was recent -- 2017, right before the

19 hurri cane, we were fully staffed. After the hurricane,
20 we ended up losing three enployees as a result of the

21 hurri cane. And we're now back to full staff again --

22 Q And when did you --
23 A -- of -- of 14.
24 Q 14. So, you actually have hired nore than

25 13.5 enpl oyees, correct?
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A Correct.

2 Q And as of today, are you fully staffed with
3 all 14 enpl oyees?
4 A Correct, all positions are filled.
5 Q Are any of those current 14 enpl oyees on
6 probation -- like a probationary period or disciplinary
7 type thing -- | don't know, when you hire soneone, you
8 hire them forever, you put themon a probationary
9 peri od.
10 A Yes, we have a standard 90-day probationary
11 peri od.
12 Q And do you have any enpl oyee -- enpl oyees
13 currently within their 90-day period?
14 A | believe we have one.
15 Q Ckay. Do you know if any of the enpl oyees are
16 planning to retire in the next 12 nonths?
17 A | don't know of any.
18 Q Ckay. You would agree that, in the last five
19 years, that KMRU was not fully staffed for an entire
20 year; is that correct?
21 A | would agree that there were people con ng
22 into the utility and people going out of the utility. |
23 would have to |look at these staffing levels a | ot closer
24  to answer that question.
25 Q Ckay. But you would agree that, while you're
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1 pl anni ng for budgetary purposes to have 13.5 positions,
2 hi story shows that KW has had vacancies in each of those
3 | ast five years, correct?
4 A There were sone vacancies in prior years.
5 Q Al right. Shifting gears a little bit, now
6 that you're fully staffed, do you expect to continue
7 your advertising -- excuse ne -- do you expect your
8 advertising expense to increase or decrease for
9 enpl oyees?
10 A Over --
11 Q Going forward. Do you -- you've testified you
12 have a full conplenent. You still need adverti sing
13 expense to retain a full conplenent of enpl oyees.
14 A We still require an advertising expense. W
15 wll need to advertise less than we did in 2015, | wll
16 say that. | wll also point out, advertising is not
17  just for hiring enployees. Advertising can be for other
18 things; the noticing of permts in the paper, could be a
19 sign -- signage. There's other reasons you m ght spend
20 noney on adverti sing.
21 Q Ckay. But you would agree it's reasonabl e
22 that -- anticipate advertising expense because you
23 antici pate having vacancies in the future, correct?
24 A Advertising is -- is sonething that you woul d
25 want to have in the event an enpl oyee |eft your conpany.
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1  You would want to reserve the right and a budgetary |ine
2 itemto be able to acquire, as quickly as possible, a --
3 a replacenent for the person who |eft the conpany.

4 So, we're not naive as to say no one is ever
5 going to | eave our conpany, from now on; however, we

6 have made retention a key point that, nyself -- |

7 chanmpion retention. | -- | understand the value of it
8 and sort of the intangi ble benefits that conpani es get
9 by retaining people.

10 Doesn't al ways show on the bottomline, but
11 when you run a conpany and you have people who are

12 experienced and capable, you really see the difference.
13 Q Thank you.

14 New | i ne of questioning. Wuld you turn to
15 your Exhibit CAJ-21 in your direct testinony. And I

16 have sone background questions about the new office

17 nodul ar that you have included in your rate case. Wen
18 you're there, let nme know.

19 A ' m here.
20 Q Ckay. What type of due diligence did you or
21 KW perform before signing the contract with PP Keys
22 2016, LLC, for the replacenent nodul ar?
23 A The due diligence we did was the foll ow ng:
24 Nunmber one, after the hurricane, the utility stil

25 needed to continue to function. W have adm nistrative
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1 duties that we nust carry out to keep the business

2 runni ng.

3 Right after the hurricane hit, we set up a

4 tenporary office for a nonth to allow us to bring in the
5 ModSpace office where we currently reside. So, the

6 ModSpace office that we currently have is half the size
7 of our stormdamaged office. |It's not a pernmanent

8 solution.

9 Q "Mod- space" neani ng nodul ar space?

10 A The conpany is called MbdSpace. And they

11 supply construction trailers, all kinds of nobile

12 trailers -- you see themquite a few places down here
13 right now -- to conpani es or businesses or construction
14 proj ects.

15 But in addition to that, in the course of

16 working for the utility over the years, the utility

17 I nspects each and every new connection. W do a

18 hydrostatic test. W do canera work. We're famliar
19 with the nodul ar contractors because we're on-site

20 testing and inspecting.

21 We know the two | argest nodul ar-hone buil ders
22 in the Keys and who they are. And of the two, we

23 decided to go with Pabi an because M. Pabian, first of
24 all, is already nobilized. And this is an inportant

25 point that | think can't be m ssed. After the
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1 hurri cane, nost peoples' businesses were in conplete
2 chaos. Peoples' hones were destroyed. They weren't
3 showing up to work. They were working on their own
4 roof, working on their own house. They were relocating,
5 living out of hotels, all of this.
6 However, M. Pabian's crews were nobilized and
7 on-site working. So, that's nunber one. A crewis
8 already nobilized on Stock Island, working. This
9 conpany has put in nore nodulars on Stock Island than
10  anybody el se.
11 Also, this -- M. Pabian represents three of
12 the maj or nodul ar builders in the Keys; and that would
13 be Chanpi on, Pal m Harbor, and Jacobsen. He is the sole
14 source to Chanpi on and one of two dealers for Palm
15 Har bor, and one of two dealers for Jacobsen. So, we
16 have a broker who can shop these three different
17 conpanies wth his unique relationship.
18 So, you probably have to |l ook at all the
19 factors, but as far as a unique individual to go out, be
20 able to procure us office space quickly, put us init,
21 and be able to shop it anong three different nmjor
22 pl ayers in the marketplace -- he's probably unique in
23 t hat way.
24 Q And you testified there was anot her player
25 besides M. Pabian. Wo was that?
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1 A There is another conpany -- | don't know the

2 exact name of the conpany off the top of ny head, but

3 the gentleman's nane who's the principal and qualifier

4 is Don MIler.

5 Q So, did you put out to M. Pabian or

6 M. MIller or a potential third party a bid-type process
7 to deci de which anongst these two or other vendors that

8 you were going to select?

9 A We did not put out a bid.
10 Q Ckay.
11 A The bid part of it will conme -- once we have a

12 desi gn, we can shop around --

13 Q Ckay.
14 A -- to those three different conpanies.
15 Q And | believe you partially covered this, but

16  your selection process for M. Pabian was because he was
17 there on site, already nobilized; is that correct?

18 A He had crews on Stock Island, nobilized, right
19 after the hurricane. They were -- they had been working
20 on a project for several nonths prior to the hurricane,
21 but they continued work after the hurricane.

22 Q What do you nean a project? Are you talking

23 about a single structure --

24 A No.
25 Q -- or devel opnent ?
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1 A They're putting in a multi-unit devel opnent.
2 They don't do single structures too often. They do
3 | ar ge projects.
4 Q So, are they maki ng an exception for you guys?
5 A W -- we asked themto do it and they agreed.
6 Q Al right. And -- let's see. Isn't it
7 correct that, according to this exhibit, the origina
8 contract for conpletion date was March 31st, 20187
9 A That's correct. That was the original date.
10 Q And as of that date, or even this date, has
11 the PP Keys 2016, LLC, conpleted installing the new
12 off- -- nodular office building?
13 A No, they haven't.
14 Q Isn't PP Keys, LLC -- or 2016, LLC, now in
15 Dbreach of that contract?
16 A No, we've been in --
17 Q -- before?
18 A We've been in contact with them They |et
19 them know that the demands that Hurricane Harvey hitting
20 Houston -- one of the |argest population centers in the
21 United States -- Irma, who ripped through not only the
22 Keys, Marco |sland, but large parts of Florida and
23 Maria, who hit Puerto Rico, has put demand on nodul ar
24 manuf acturers that is unprecedented.
25 Q Ckay. Are there any danages provisions in
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1 your contract with PP Keys, LLC, for failure to deliver
2 on tine?
3 A No, there isn't.
4 Q Why not ?
5 A We didn't have themin the contract.
6 Q kay. And this contract wth PP Keys 2016,
7 LLC, is for -- not to exceed $250,000; is that correct?
8 A That's correct.
9 Q And in your direct testinony, you say it's for
10 a 1200-square-foot nodul ar office; is that correct?
11 A | did say that in ny direct.
12 Q And you woul d agree that, reciting "B," it
13 says it's -- excuse ne -- an office not nore than 1500
14 square feet; is that correct?
15 A That is what it says; however, we're | ooking
16 at one slightly larger than 1500.
17 Q Al right. And what other due diligence did
18 you perform before selecting PP Keys 2016, LLC, to
19 execute a contract wth thenf
20 A QO her than what | said earlier -- that they're
21 a conpany that we've inspected their installations
22 t hroughout the years, knowing that they're a
23 representative, a broker for these conpanies -- that was
24 what we did. And they're nobilized on-site, on Stock
25 I sl and.
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1 Q Al right. How cone your due diligence did

2 not reveal that PP Keys 2016, LLC, did not exist before
3 you executed this contract wwth this conpany?

4 A | don't know. The PP Keys nane is very

5 simlar to another corporation that M. Pabi an owns.

6 That's where |'m sure the confusion cane.

7 Q Ckay. But -- let's see.

8 A Devel opers, in general, change -- a | ot of
9 tinmes, they'll change the nane of -- of their conpany
10 from sonet hing, sonething, LLC, to -- you know,

11 conpani es don't always keep their same nanes. That's

12 not unusual .

13 As a utility, we see new custoners com ng
14 in -- this project is naned this; this group is naned
15 that. |It's -- it's not unheard-of at all.

16 Q So, it's accurate to say that you or nobody

17 el se checked with the Florida corporations website to
18 see if this conpany existed at the tinme you executed

19 this contract?

20 A | don't believe that check was done.

21 Q kay. |s the general --

22 A It has since been fixed.

23 Q Ckay. The general question about signing

24 contracts, large contracts, $250 million or nore --

25 not -- but we'll use this one as an exanple. Wen
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1 you're executing large contracts, do you spend a | ot of
2 time negotiating the contract, the details of that

3 contract? O does sonebody el se do the negotiation for

4 you?

5 A | spend quite a bit of tine negotiating.

6 Q All right. And do you need ownership to

7 review and -- approval first before executing contracts

8 of this size? O do you have authority to do that, as
9 t he president of KWRU?

10 A Project of this size is usually managenent

11 and -- or -- sorry -- ownership is |ooped in.

12 Gobviously, they're going to want to know what are our
13 options, what are our costs, tine tables, and a whole
14 myriad of other questions, depending on the project.

15 Q Is there a threshold for a contract bel ow

16 which you don't need ownership approval ?

17 A | don't need ownership approval on day-to-day
18 activities at the utility or smaller contract work with
19 a -- a contractor that we frequently use to do absol ute
20 m ssion-critical work that needs to get done

21 | mredi ately, that kind of work.

22 Larger capital projects like this are
23 di scussed and man- -- managenent -- not just nyself, but
24 operations managers, plant nanagers -- we all get

25 together to discuss the advantages and di sadvant ages of
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1 the different options. And then that gets brought up to
2 the ownership | evel.

3 Q For exanple, Lift Station L2A -- that would
4 require consulting with owership, along with all the
5 others within KWthat we've nentioned?

6 A Yes, and a |l arge reason why is the funding.

7 Most oftentines, there's no funding avail able to do

8 these large projects. |If you |look at the five-year

9 history of this utility, you're |ooking at seven, $8
10 mllion worth of projects.

11 Getting those projects financed definitely
12 takes a coordinated effort with ownership.

13 Q Al right. Now, when working on these types
14 of contracts, do you have legal involved in the review

15 of the contracts before you execute them on behalf of

16 KWRU?

17 MR SMTH I'mgoing to object. This is

18 going into attorney-client privilege.

19 COMM SSI ONER POLMANN:  Sust ai ned as to whet her
20 or not -- he's --

21 MR, SAYLER: | -- |I'm asking whether or not he
22 has legal reviewit. |'mnot asking any detai

23 about that type of review

24 They -- they retain a law firm and the

25 ratepayers pay for the retention of that law firm
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1 in rates, and yet, ny question is, sinply: Dd
2 they ask legal to review this contract before
3 executing it; yes or no.
4 COMWM SSI ONER POLMANN:  To the extent that the
5 W t ness under stands the question and can answer it
6 Wi t hout revealing what he believes to be attorney-
7 client privilege, then the witness may answer.
8 THE WTNESS: Yes, we had this legally
9 revi ewed.
10 BY MR SAYLER:
11 Q Al right. And after your attorneys reviewed
12 this contract, did they discover that PP Keys 2016, LLC,
13 was non-existent?
14 MR SMTH | -- 1 don't even know --
15 objection. Attorney-client privilege. What the
16 | awyers di scovered and explained to himis right in
17 the purview of the attorney-client privilege.
18 MR, SAYLER:. Al right. | --
19 COW SSI ONER PCLMANN:  And M. Sayler, |
20 believe the question is essentially simlar -- it
21 was asked and answer ed.
22 MR, SAYLER:  Certainly.
23 BY MR SAYLER:
24 Q So, it would be fair to say that, after your
25 attorneys that you have on retainer reviewed this
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1 contract, they authorized you to go forward and execute

2 It?

3 MR SMTH |I'mgoing to object as to the

4 instructions that were provided to the client as
5 attorney-client privilege as well as the -- the

6 assum ng facts not into evidence such as attorneys
7 on retainer. | think he's just going down the

8 entire line of questioning that -- that junps right
9 into the privilege.

10 COW SSI ONER PCLVANN:  Ms. Helton, |I'm

11 inclined to sustain the objection, unless you can
12 advi se that there's sonething here | don't

13 under st and.

14 M5. HELTON: It sounds like you're on the

15 right direction, Dr. Pol mann.

16 MR, SAYLER:. That -- that was --

17 COMWM SSI ONER POLMANN: M. Sayler --

18 MR. SAYLER: That was ny final question,

19 Conmm ssi oner Pol mann.

20 COMWM SSI ONER POLMANN:  Can we just nove on?
21 MR, SAYLER:  Certainly.

22 COMM SSI ONER POLMANN:  Thank you.

23 BY MR SAYLER

24 Q Wul d you turn to Page 5 of 5 in CAJ-21.
25 A Si gnat ure page?
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1 Q Yes, sir. There, it shows your signature and
2 then that of M. Pabian; is that right?

3 A Yes.

4 Q Do you know why -- if you know why -- he

5 signed it as opposed to Kristine Pabian, who -- the

6 contract was in her nanme?

7 A It was |lined through. He corrected it. He

8 signed it. That's..

9 Q Al right. So, isn't it correct that KWU

10 never got an estimate for building a new buil ding

11 on-site as opposed to going with the nodul ar option? 1Is
12 that correct?

13 A We did not price out stick-built or the nuch-
14 nor e- expensi ve concrete-bl ock construction.

15 Q To your know edge -- and if you don't know, "I
16 don't know' is fine because | can ask M. Pabian this.
17 Do you know how his fee structure works? | nean, how
18 does he nmake his noney on this deal ?

19 A | don't know.

20 Q Do you know if his fee is enbedded in the not-
21  to-exceed-250,000 or is that an additional cost that

22 woul d be added on after the fact? Do you know?

23 A The 250,000 is a not-to-exceed nunber.

24 Q So, that would include his --

25 A Yes.
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1 Q H s fee. Ckay.

2 Is he a general contractor, to your know edge?
3 A | don't believe he is, but I'mnot sure.

4 Q Ckay.

5 A Al so, that depends on the jurisdiction. He

6 could -- | don't know what he's done in other states.

7 He's been around a whil e.
8 Q Now, are you a general contractor licensed in

9 the state?

10 A | ama partner in a general contracting firm
11 Q Ckay.
12 A However, we're not actively doing anything for

13 the past several years.

14 Q How | ong ago has it been since you stopped?
15 A Years and years and years, pre- -- previously
16 to the previous rate case.

17 Q Ckay. Now, when it conmes to any costs

18 associated wth this not-to-exceed 250 --

19 hypot hetically, it conmes in at 225. Does KWRU sti l

20 have the final sign-off on the price of the project?

21 MR SMTH  bjection --

22 Q | nean --

23 MR SMTH. He's asking for a hypothetical.

24 It's presunmably requests for speculation as to the

25 results.
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1 COMM SSI ONER POLMANN: M. Sayler, as | |ook

2 at the contract, | think a not-to-exceed nunber, to
3 nmy readi ng, speaks for itself. Are you |ooking at
4 what happens at the end of the contract? |Is

5 that -- is that the nature of your question?

6 MR SAYLER. Well -- well, let nme rephrase ny
7 guesti on.

8 COMM SSI ONER POLMANN: O nmaybe you can

9 rephrase it --

10 MR, SAYLER  Yes.

11 COMM SSI ONER POLMANN:  -- and see if the

12 utility has an issue with it.

13 MR SAYLER:  Sure.

14  BY MR SAYLER
15 Q M. Johnson, you said that, at sone point in

16 the future, they're going to select a vendor for your

17 nmodul ar. | believe you -- in your rebuttal, you
18 selected it. I'mtrying to stay out of rebuttal right
19 now, but is the vendor selection still up in the air at

20 this time? O has the vendor been sel ected?

21 A My understanding is the engineering wll be
22 conpleted and then that will be brought to us, the

23 utility, for review That's the -- the phase we're in
24 ri ght now.

25 Q Al'l right. And you still have sign-off on the
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1 choice of vendor as well as the scope of the new
2 building; is that correct?
3 A Yes, we -- we're having a neeting for that
4  reason.
5 Q So, if M. Pabian selects a vendor or it's at
6 a price that you believe is not reasonable, you can veto
7 t hat under your contract; is that correct?
8 A That's correct.
9 Q If you will, turn to CAJ-12 under your direct
10 testinony. Are you there?
11 A Yes.
12 Q Al right. And in this rate case, there
13 are -- are two generators at issue. One is a large
14  fixed-in-place back-up generator, and then a portable
15 generator, correct?
16 A Correct.
17 Q And this is -- CAJ-12 deals with that |arge,
18 fixed-in-place back-up generator, correct?
19 A Vll, the first line, it says: Attached are
20 the specs for both generators.
21 Q Ckay. So, CAJ-12 is about both generators; is
22 that correct -- actually, | -- | withdraw the questi on.
23 Real ly, what | want to knowis: Do you know
24  when the back-up generator wll be received and
25 I nstal | ed?
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1 A | don't know the exact date.

2 Q Do you have a ballpark? 1Is it wthin the next
3 si x nmont hs?

4 A It is wwthin the next six nonths, yes.

5 Q But you don't have a schedule on that; is that
6 correct?

7 A We have a nunber of -- of things happening

8 right now As | sit here today, the generator, in the
9 next day or two, is scheduled to be denolished. Wrk
10 has begun on the generator pad.

11 This schedule is sort of gelling right now.
12 And probably late in this week, early next week, |

13 shoul d have a much better understanding of what's

14 happening with the generator work, the CCC work, and
15 then the new generators com ng in.

16 Qur goal is to get the generator here as

17 quickly as possible and installed. And then the rental
18 generator can go back to the rental conpany.

19 Q And the CCC project is a chlorine contact

20 chanmber project currently underway?

21 A Correct, chlorine contact chanber and filter
22 repl acenent project.

23 Q On Page 14 of your testinmony -- if you wll,
24  turn there, Lines 5 through 11.

25 A Ckay.
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1 Q And on Page 5 and 6, you testified: KWResort

2 Utilities can inprove retention and reduce turnover by

3 | npl enmenting a nore-traditional pension plan, correct?
4 COW SSI ONER POLMANN:  You're on Page 14,

5 Lines 5to --

6 THE WTNESS. Lines 5 and 6.

7 Yes, that's what it says.

8 BY MR SAYLER:

9 Q How many enpl oyees have left KWRU in the | ast
10 five years that specifically nentioned pension plan as a
11 negati ve?

12 A The enpl oyees who | can recall -- the one that
13 stands out the strongest in ny mind is Eddi e Roberts,

14  but in addition to him-- and the reason that stands out
15 I s because he stated the reason why he's leaving is

16 because we don't have a pension plan. And when he --

17 when he said this, the response was, you do know we have
18 a 401(k) program yes, | do, but that's not a pension

19 pl an.

20 So, these enployees don't view a 401(k)

21 equally to a pension plan. Even though, maybe I do and

22 you do, different people view it different ways.

23 The ot her enpl oyees woul d be Sexton Curry,

24 John Wel sh, Bobby Balino, and Bl ai n Rassey.

25 Q So, that would be five enployees in the | ast
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1 five years?

2 A Al these enpl oyees were -- left the conpany
3 wthin a very short amount of time, like, wthin a

4 20- nont h peri od.

5 Q And when did the | ast person | eave?

6 A O that group | nentioned?

7 Q Yes.

8 A May | | ook at one of these exhibits?

9 Q Sure.

10 A (Exam ni ng docunent.) Decenber 8th, 2015.
11 Q Thank you. And when you say traditional

12 pension plan, do you nean a defined benefit pension

13 pl an?

14 A Yes, sonething along those lines. Yes -- |et
15 me just say -- let's say, not a 401(k) plan.

16 Q Now, going forward, that new pension plan was

17 I npl enented 1/1/18; is that correct?

18 A Correct, the first of this year.

19 Q And going forward, that would be the only plan
20 offered to KWRU enpl oyees because you are term nating

21 your 401(k); is that correct?

22 A The 401(k) -- the plan that we previously had
23 still exists; however, the utility does not pay into it
24 at all. The utility only funds the new traditiona

25 pension plan. And every enployee is eligible for this
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1 plan and nust join the plan when their eligibility cones
2 due.
3 Q So, can enpl oyees currently contribute to a

4 401(k) plan on their own volition?

5 A Sure, if they would like to.

6 Q But that's not bei ng matched.

7 A No.

8 Q And how | ong does an enpl oyee have to work

9 wth KWbefore KWstarts -- or before that traditional
10 pensi on plan vests?

11 A The vesting plan starts after two years and

12 goes up increnentally to six years.

13 Q To your know edge, can KWRU nodify its --

14 nodify or termnate its pension plan in the future?

15 A You asked ne this question in nmy deposition.
16 The utility -- and I -- | have the sane answer: For the
17  enpl oyees now that we, on January 1st, sat down and

18 prom sed themthat they'd have a pension plan and there

19 are participants init -- | don't know that we can take
20 that away fromthem | would definitely need to talk to
21 |l egal to see if that's feasible, illegal

22 It certainly is terrible, from building

23 goodwi Il wth your enployees. You're basically
24 prom sing them sonething and then pulling it away from

25 them Not going to help retention one bit. So, | would
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1 not do that w thout advising -- wthout |egal advice.
2 And | -- personally, | wouldn't want to be part of that.
3 Q Sure.
4 A But legally, I"'mnot sure if you could do that
5 or not, but I would not want to be part of that.
6 Q And at the risk of objection fromM. Smth,
7 t hose are your attorneys that you have on retai ner,
8 correct, that you would ask the |egal question to? |
9 don't want to know what their advice would be to you,
10 but that's -- technically, you defer to the | egal
11 questi on when you say you would defer that to |egal,
12 correct?
13 A Yes, we rep- -- we use several legal firns,
14 actually. M. Friednman, here, represents us on not just
15 the rate case, but other nenbers, as does Smth Hawks.
16 We al so have a nenber of our board who is an attorney
17 and has sone | egal background.
18 Q Do you know the difference between a defined
19 benefit plan and a defined contribution plan?
20 A Not off the top of ny head.
21 MR, SAYLER: There was an exhibit distributed
22 earlier -- it's an excerpt fromKWU s profit-
23 sharing plan and trust. |It's Exhibit 117. And |
24 do have a full copy of the profit-sharing plan and
25 trust, should M. Smth or M. Johnson want the
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full copy of the profit-sharing plan and trust.

But ny understanding is the actual full copy
isinthe record in a stipulated staff hearing
exhibit that all parties agreed could go in the
record. So, | --

COMW SSI ONER POLMANN:  Okay, M. Sayler.

7 BY MR SAYLER

9 t hat
10 adopt
11
12 but -
13
14
15
16
17

18

Q Ckay. And M. Johnson, is this the docunent

Is the traditional pension plan that KWRU has

ed on behalf of its enpl oyees?

A | don't knowif this is the conpl ete docunent,
Q Wul d you |ike the conpl ete docunent, sir?

A Sur e.

MR. SAYLER. May | approach the w tness?
COW SSI ONER PCLMANN:  Yes, sir.
Coul d you pl ease provide a copy of that to the

utility?

19 BY MR SAYLER

20
21 pl an
22
23
24  says,
25 Tr ust

Q All right. 1Is this the traditional pension

that KWRU has adopted for its enpl oyees?

A Yes, it is.

Q Al right. And you would agree the title
"KW Resort Uility Corp Profit-sharing Plan and

" Is that correct?
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1 A Correct.
2 Q Now, is a profit-sharing plan different froma
3 defined benefits plan and a defined -- defined
4 contribution plan? Do you know?
5 A | assune it is, but I don't know all the
6 differences.
7 Q And on Page 1 -- would you | ook at the top of
8 that page? And you would agree that this is an
9 agreenent entered in between KWResort Uilities Corp
10 and M. WIlliamSmth, Jr.? Do you see that?
11 A Yes.
12 Q And it says that the effective date of this
13 was January 1, 20177
14 A Yes.
15 Q And it wasn't inplenented until January 1,
16 2018; is that correct?
17 A That's correct.
18 Q Al right. If you wll turn to Page 11, it's
19 got the KWRU015165 Bates Stanp at the bottom Do you
20 see that?
21 A Yes.
22 Q And you woul d agree that this recounts which
23 KWRU enpl oyees are eligible; is that correct?
24 A Yes.
25 Q And the first one under eligibility says, "Has
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1 attained age 21." Wy is there that limtation for age?
2 Do you know?

3 A | don't know the reason, but | can say this,

4 all enpl oyees are above 21.

5 Q Ckay. Wuuld you turn to Page 13, Article 4,

6 called "Contribution and Al l ocations"?

7 COMM SSI ONER POLMANN:  I'm sorry. \What page
8 are you on?

9 MR. SAYLER Page 13. |It's Bates Stanp page
10 KWRUO15167.

11 COMM SSI ONER POLMANN:  Article 47

12 MR. SAYLER:  Pardon?

13 COMM SSI ONER POLMANN:  Article 47

14 MR, SAYLER Yes, Article 4.

15 COMM SSI ONER POLMANN:  Thank you.

16 BY MR SAYLER:

17 Q Al right. And Article 4 says "Contribution
18 and allocation.”" Wuld you be able to identify where in
19 this section that it states a certain amount nust be

20 contributed to this profit-sharing plan by KWRU?

21 A The anmount we're contributing is 5 percent;

22 however, | don't see it in this particular section.

23 Q Do you see anything in the section that says

24 KWRU nmust -- that -- nust do this -- right. Let ne --

25 A | don't --
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1 Q Let ne skip that question -- did you testify
2 no?
3 A | don't see where it says "KWRU nust” in this

4 text of Article 4.

5 Q Ckay. You woul d agree, under Article 4.1

6 Subsection A that there's a non-elective contribution
7 and a gateway contribution, correct?

8 A Yes, there's a non-elective contribution.

9 Q And woul d you agree that the non-el ective

10 contribution is a discretionary anount: Yes, no, |

11 don't know?

12 A It says right in the text: "A discretionary
13 anopunt to each participant.”

14 Q Ckay. And sane thing for gateway

15 contribution -- doesn't it say: My nake an additiona

16 contri bution?

17 A It does say that.

18 Q Ckay. |If you | ook under Article 4.2, kind of
19  paynent, enployer contribution -- do you see that?

20 A Yes, | do.

21 Q And does this provision state that the

22 enpl oyer may nake its contribution? Do you see that?
23 A Yes, | do.
24 Q Now, under the previous 401(k) plan that KWRU

25 used to match, you would agree that KW under that plan,

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



216

1 was obligated to match any anount, up to a certain
2 anount, that the enployees contributed? | nean, if the
3 enpl oyees made a contribution, KWRU had to match it up
4 to 4 percent, correct?
5 A Do | have the plan in front of ne where it
6 says that? No. Dd we do that? Yes.
7 Q And your opinion -- in your opinion, you' ve
8 testified that you believe that enployee retention is
9 | inked to the fact that the 401(k) provides for
10 | mredi ate vesting; is that right?
11 A Yes, nore immedi ate than a nore traditional
12 pension plan.
13 Q Earlier, you testified that the vesting starts
14 at two and increnentally rises up to six years, correct?
15 A Correct.
16 Q All right. Now, for all your enployees --
17  your existing enpl oyees as of Decenber 31st, 2017, the
18 ones you transitioned to the plan -- do they vest
19 I mredi ately or do they have to wait for the two-to-six-
20 year period for vesting?
21 A They need to wait for vesting.
22 Q Ckay. So, it is your position that the
23 enpl oyees prefer the option of having to wait for nonies
24 to be contributed to a pension -- excuse ne -- wait --
25 wait a period of tinme before they vest in a pension
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1 plan, rather than having it imediately available to
2 them
3 A |"msorry. Ask -- can you rephrase?
4 Q Sure. Let ne rephrase that. Wen it cones to
5 a retirenment or a pension plan, which do you think an --
6 enpl oyees prefer: Imediate vesting or a termof year
7 bef ore vesting?
8 MR SMTH bjection. Calls for the opinion
9 of what an enployee may or nay not prefer. Calls
10 for specul ation.
11 COW SSI ONER PCLMANN: | agr ee.
12 MR SAYLER  Ckay.
13 BY MR SAYLER:
14 Q Isn't it true that a vesting period is nore of
15 a benefit for the enployer than the enpl oyee?
16 A | -- that's a hard question to answer.
17 Q Ckay. Now, isn't it true that having a
18 traditional defined benefits pension plan increases the
19 risk to a utility having to take care of those benefits
20 in the future?
21 A There is an elenment of risk with taking care
22 of a future liability.
23 Q And such a defined benefits pension plan is
24 carried on the books of the utility as a liability; is
25 that correct? O do you know?
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1 A Not being an accountant, | would assune so,

2 but |'ve been fooled before by -- by Conmm ssion

3 practice. |'mnot an expert.

4 Q Al right. And we're -- |I'mal nost done with

5 nmy line of questions, just to |let you know.

6 Now, would a 401(k) plan be considered a

7 liability on the utility's books or would it be just an
8 expense?

9 A Again, |'mnot an accountant.

10 Q kay. Now, if you know, is a traditiona

11 pensi on plan riskier for an investor-owned utility than

12 a 401(k) plan?

13 A | would say there's a slight increase in

14 risk --

15 Q Ckay.

16 A -- to -- to having a non-401(k).

17 Q Now, you have testified that your conpetition

18 for enployees includes governnent - backed or governnent -

19 owned utilities; is that correct?

20 A Yes, for the utilities that are working on
21 equi pnent, there is a skill set that those enpl oyees
22 must have. And you'll find these sane enpl oyees can

23 apply, not just to a sewer utility, but maybe to a water
24 utility, even to an electric utility, and to

25 muni cipalities as well.
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1 Q All right. Wen it cones to governnent - owned
2 utilities with traditional benefit plans, do you believe
3 that those plans are effectively guaranteed by the

4  taxpayer?

5 A The noney has to cone from sonewhere.

6 Q All right. So, are you of the opinion that,

7 when it cones to understanding the risks, that an

8 accountant would know about the risks of a pension plan

9 versus a 401(k) plan?

10 A An accountant could know the risks, sure.
11 Q Al right. Thank you.
12 Referring back to this profit-sharing plan and

13 trust, how did you go about selecting this type of plan?
14 A | didn't select the plan nyself. | was

15 I nvolved in the process. The chairman of our board of
16 directors was involved. The plans that other utilities
17 are offering is sonmething we | ooked into. This exact

18 pl an and why this exact plan was sel ected was not ny

19  deci sion.

20 Q Ckay. And -- let's see. And it is your

21 under st andi ng that KWRU cannot terminate this pension
22 plan. Wuld you please turn to Page 30 of this exhibit,
23 Bates Stanp Page 01- --

24 A | did not say we could not termnate it. |

25 said | would have to ask |legal before |I would do such a
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1 t hi ng.
2 Q Ckay. Wuld you | ook at Page 30 of this
3 profit-sharing plan. And you would agree that Article 8
4  says: anendnent, termnation, and nergers; is that
5 correct?
6 A Yes.
7 Q Al right. If you wll, turn to the next
8 page, under Article 8.2, termnation, Subsection A. Do
9 vyou see that?
10 A Yes.
11 Q Wul d you please read that into the record for
12 us.
13 A "Term nation of a plan. The enpl oyer shall
14 have the right at any tinme to termnate the plan by
15 delivering to the trustee and adm nistrator witten
16 notice of such term nation.
17 "Upon any full or partial term nation, al
18 anounts credited to the affected participants' accounts
19 shall becone 100-percent vested, as provided in
20 Section 6.4, and shall not thereafter be subject to
21 forfeiture."
22 Q Al right. And you would agree that this
23 termnation of the plan speaks for itself, correct?
24 A There is a provision for term nation of the
25 pl an.
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1 Q Al right. WwWell --

2 A | don't know what your obligations are to your
3 current enpl oyees, previously, that you nade prom ses

4 to, but | see that there is a provision for term nati on.
5 Q And there is a provision that, if term nated,
6 whatever is con- -- previously contributed becones a

7 hundred percent vested. Do you see that?

8 A Yes.

9 Q All right. But it also says, "At any tine,

10 the enployer has the right to termnate," correct?

11 A Yes.

12 MR SAYLER: All right. Thank you very nuch.
13 No further questions on direct.

14 COMM SSI ONER POLMANN:  Thank you, M. Sayler.
15 W're going to take a five-m nute break.

16 We'll be in recess for five mnutes.

17 (Brief recess.)

18 COMM SSI ONER POLMANN:  According to nmy notes,
19 we are up to Monroe County wth Wtness Johnson.
20 And as we nentioned earlier, we need to find an

21 appropriate break tine so that we can proceed with
22 the custoner service hearing with a scheduled tine
23 certain of 6:00 p.m

24 And as far as we know, we may have 15 or 20
25 custoners. So, that neans we won't be here all
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1 night. | think we'll -- there's no need for us to

2 take a di nner break and cone back. You know, we
3 m ght be here for an hour or so, which we'll --
4 we'll be able to finish at a reasonabl e hour and
5 take dinner after that. |[If that's acceptable to
6 everybody, we'll just keep going here.
7 We're going to need to break at 5:30 because
8 we need to rearrange sone things and set up the mc
9 and whatnot. So, if it's all right, if you're --
10 if you're able to get us to a -- a reasonable
11 stopping point, or finish your work, and then we'l|
12 proceed on, through this wtness -- perhaps, we can
13 finish this witness by 5:30, and that woul d be
14 good.
15 MR, WRI GHT: Thank you, Comm ssioner. | do
16 not anticipate there will be any problemw th ny
17 cross-exam nation of M. Johnson causing us to go
18 past 5: 30.
19 COW SSI ONER POLMANN: W' re stoppi ng at 5: 30.
20 MR, WRIGHT: | understand that. And | shal
21 govern nyself accordingly.
22 COMM SSI ONER POLMANN: | nean, because we have
23 to. I'"'mnot -- I"'mnot trying to cut you off -- or
24 anybody.
25 MR, VWRI GHT: No, | under st and.
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1 COW SSI ONER PCLVANN: W& -- we just need to
2 find a convenient place to break. Thank you.
3 MR, WRI GHT: Thank you. | amtrying truly to
4 be as efficient as possible.
5 COMM SSI ONER POLMANN:  You al ways are.
6 MR, WRIGHT: Here we go. That's kind. |
7 appreciate it.
8 EXAM NATI ON
9 BY MR WRI GHT:
10 Q Good afternoon, M. Johnson.
11 A Good afternoon.
12 Q How you doi ng?
13 A Good.
14 Q Good. Hone stretch. | -- 1 wll promse with
15 hi gh confidence that | will not take as |ong on cross
16 examning as ny colleague M. Sayler did. Here we go.
17 MR, SAYLER: | object.
18 COMWM SSI ONER POLMANN:  Dul y not ed.
19 MR, WRIGHT: Truth is an absol ute defense.
20 (Laughter.)
21 BY MR WRI GHT:
22 Q | have a couple of followup questions for you
23 regarding the Hurricane Irma costs. And in particular,
24 they relate to the generator-rental expense; in
25 particul ar, the weekly generator rental. | just want to
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1 make sure that the record is clear as to exactly how

2 that's being booked. Ckay?

3 A Ckay.

4 Q Is it being booked as O & M expense or is it

5 being booked to a storm expense account that the conpany
6 proposes to be anortized?

7 A |"'mnot sure. | don't -- |'"mnot even sure

8 which generator you're tal king about. W -- we're

9 renting two generators. One is a tow behind and one is
10 a pernmanent standby generator for the main facility. |
11 do not know how either one is going on our books

12 currently.

13 Q Ckay. | know you talk about the -- the one

14 that costs $2,894 a week in your rebuttal. So, 'l

15 cone back to that, if it's necessary. Thanks.

16 And do you know what the total anmount of costs
17 associated with Hurricane Irma, for which the conpany is

18 seeki ng recovery through anortization, is?

19 A | can read it fromthe pre-hearing order.
20 Q That would help nme. Thank you.
21 A | have one that says "draft" onit. Is this

22 t he nost-current one?
23 Q It is not. | think M. Sayler is going to
24 hand you the final copy as issued.

25 COMM SSI ONER POLMANN: M. Smth, go ahead.
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1 Make sure we identify that for the record.
2 THE WTNESS: It's --
3 MR, WRIGHT: For the record, it's Conm ssion
4 Order No. PSC 20180242- PHO SU.
5 COMWM SSI ONER POLMANN:  Make sure the w tness
6 has a copy.
7 THE W TNESS: GCkay. On Page 19 of that order,
8 | ssue 26, KWRU responds: 273,178 to be recovered
9 over four years.
10 BY MR WRI GHT:
11 Q Thank you.
12 And again, you don't -- you don't know what,
13 I f any, generator-rental expense is in that right this
14 m nute, correct?
15 A It's a nunber on paper.
16 Q Ckay.
17 A If there's line itens, | can answer questions.
18 Q Thanks.
19 MR SMTH.  Are you done with that?
20 MR WRIGHT: Yes, | am
21 COMW SSI ONER POLMANN: M. Sayler --
22 M. Wight, are you done with that item-- | nean,
23 that -- that exhibit?
24 MR WRIGHT: Yes, I'm--
25 COMM SSI ONER POLMANN:  Not exhibit -- I'm
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1 sorry. The --
2 MR, WRIGHT: The ord -- the order, yes, sir.
3 COMM SSI ONER POLVANN:  All right.
4 MR WRIGHT: [|I'mdone with that, at a m ni num
5 for now.
6 BY MR WRI GHT:
7 Q In your testinony, you nmake the statenent --
8 It was in your direct testinony. You nmeke the
9 statenent, "It was determned that the trailer is a
10 total loss,"” correct? Page 9, Line 24.
11 A Yes.
12 Q Wio nmade that determ nation?
13 A This determ nati on was nmade after speaking
14 wth various contractors, bringing in a nold expert, and
15 under st andi ng what the value of the trailer was
16 originally, and the fact that, if it's 50-percent
17 danmaged, you have to build to the new FEMA- based fl ood
18 elevation. Those were the determ nants used to
19 determine it was a total |oss.
20 Q You -- in your response just now, you
21 referenced it -- the decision being nade after
22 conferring with the fol ks you nentioned. Wo nade the
23 determ nation? Was that made by you, by soneone at an
24 insurance conpany, or soneone el se?
25 A That was nade by ne and by ownershi p.
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1 Q Thank you.

2 Was the trailer office insured?

3 A Yes, it was.

4 Q By whon?

5 A Saf ePoi nt .

6 Q D d KWRU demand paynent of the policy Iimts

7 from Saf ePoi nt ?

8 A Yes, we did.

9 Q What -- what were the policy limts or what
10 are the applicable policy limts?

11 A 75, 000.

12 Q You referred, in your previous response, to
13 the original value or original cost of the trailer.
14  \What was that anount, the original cost or val ue anount
15 to which you referred?

16 A Of -- 1 don't know off the top of ny head.
17 Q Do you believe that the actual value of the
18 trailer at the tine of |oss was greater than $75, 000?
19 A | don't know.

20 Q How nuch was the annual prem umfor the

21 Saf ePoi nt coverage?

22 A | don't know.
23 Q WIl you agree that it was approxi mately
24 $26007?
25 A Yes.
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1 Q KRU- -- | asked you an inartful question a

2 m nute ago. | asked, did you denmand paynent of the

3 policy limts. So, here is a, perhaps, clearer

4 question: D d you nmake a claimunder your policy with

5 Saf ePoi nt ?

6 A | would assune, if you nmake a denmand, you're

7 making a claim yes.

8 Q Thanks.

9 Has Saf ePoi nt nade an offer to KWRU to settle
10  your clain®

11 A They have submtted a check to the utility and
12 we have cashed that check; however, we have not settled
13 the claim

14 Q And the anmount of the check was a little over
15  $19, 000, correct?

16 A Correct.

17 Q D d Saf ePoi nt nake an offer of settlenent in
18 witing to KAWRU or did they just send you a check?

19 A They sent a check with a letter explaining the
20 net hodol ogy, how t he nunbers were derived. There was an
21 adjuster's report with it.

22 Q Does KWR- -- well, the difference between

23  $75,000 and 19,000-plus is a little over 55,000

24 difference, correct?

25 A Yes.
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1 Q Do you believe that KARU is entitled to the
2 remai ni ng coverage up to the $75,000 policy limt?
3 A | -- I think so, yes.
4 Q What, if anything, does KWRU intend to do to
5 pursue its clainf
6 A KWRU has hired an adjuster -- I'msorry -- an
7 apprai ser to get the value of the building. W've also
8 submtted additional information that pertains to the
9 original purchase of the trailer -- actually, two
10 trailers.
11 Q At this tinme, have you authorized a |lawsuit to
12 attenpt to recover the additional noney?
13 A | have authorized ny | egal people to work with
14 the conpany. And if further neasures are needed,
15 they'll advise ne, and we'll go fromthere.
16 Q Have you consulted with your -- do you have an
17 I nsurance agent or an insurance broker from whom or
18 through whom you acquired the SafePoint policy?
19 A The SafePoint is --
20 M5. MAPP:  We woul d object at this point to
21 this line of questioning being outside the scope of
22 this witness' testinony.
23 COMM SSI ONER POLMANN:  Sust ai ned.
24 M. Sayler -- or I'"'msorry. Don't |ean over
25 when I"'mtalking. H's head is too close.
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1 MR, SAYLER: Sane-colored shirts. |'msorry.

2 COW SSI ONER PCLVANN: M. Wi ght.

3 MR VWRIGHT: Sir.

4 COW SSI ONER POLMANN:  Can you get to a

5 reasonable end on this line or -- I'"mnot sure

6 where you're going here.

7 MR. WRIGHT: This goes to the

8 reasonabl eness -- this |line of questioning goes to

9 t he reasonabl eness of the conpany's requested

10 i nsurance storm-- sorry -- quote, requested storm
11 restoration-cost recovery.

12 MR SMTH | would keep the objection in

13 pl ace. W don't request any funds as part of

14 storm cost recovery of that 270,000 that addressed
15 the office trailer, except |I think these -- yeah --
16 no, that's -- that was all capital. It was --

17 unless it was IT, but | don't believe any of the

18 hurri cane costs are germane to the office.

19 MR WRIGHT: Wll, if it's the office, then if
20 it's not a stormcost-res- -- stormrecovery cost,
21 stormrestoration cost, then it's a capital item
22 and that goes directly to the rate base of the

23 conpany applicable in this case.

24 The theory -- our theory being that, if the
25 $55, 000 is obtained, that woul d decrease rate base.
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1 COMM SSI ONER POLMANN:  Okay. Well, what |I'm
2 | ooking to try to do is separate the stormcosts
3 fromcapital and try to focus on where you started
4 this line of questioning, to the best of your
5 ability.
6 MR, WRI GHT: Certainly.
7 COW SSI ONER PCLVANN: | f --
8 MR, WRI GHT: Yeah, and -- and where | was --
9 what | was -- the line of questioning sinply
10 addressed the conpany's position vis-a-vis
11 Saf ePoi nt i nsurance and then their beliefs --
12 beliefs as to their entitlenent to the extra
13 $55, 000.
14 COMM SSI ONER POLMANN: Okay. We're going to
15 continue and we'll see if we get further objection
16 on this. But let -- let's try to stay narrow on
17 that line. W'Ill see what happens.
18 BY MR WRI GHT:
19 Q In a previous response, M. Johnson, | believe
20 you stated that you, KWRU, believe that you are entitled
21 to the extra $55,000, correct?
22 A Correct. That's why | authorized ny | egal
23 peopl e to continue pushing.
24 Q Thank you.
25 Have you initiated any conpliant with the
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1 Fl ori da Departnent of Insurance with respect to your
2 claimto SafePoint?
3 A No, | have not.
4 Q To the Florida Attorney General ?
5 A No, | have not.
6 Q Wth the Florida Departnent of Agriculture and
7 Consuner Services?
8 A No, | have not.
9 Q Isn't it true that sone of KWRU s |ift
10 stations were insured?
11 A Yes.
12 Q And is it also true that you did not have
13 | nsurance coverage on Lift Station L2A?
14 A For the $6, 000 worth of panel damage?
15 Q Well, is that the only cost associated with
16 L2A that you're seeking in this case?
17 A Well, that's a wind danage, and wind is
18 excluded from our insurance.
19 Q What about the reconstruction of L2A by
20 Beneway?
21 A L2A was not danmaged structurally in that way.
22 Q Thank you.
23 | have several questions for you that relate
24 to your testinony on Page 15 of your direct testinony,
25 and the question and answer beginning at Line 11 and
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

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



233

1 concluding at Line 22. In this Q& A you discuss what
2 you assert to be a drop in usage at Stock Island

3 Apartnents, correct?

4 A Correct.

5 Q And you assert that you calculated -- no, you
6 calculated billable gallons and a reduction in gall onage
7 from23.2 mllion gallons to 6.2 mllion gallons on an

8 annual i zed basis; is that correct?

9 A Yes, that's what it says.

10 Q It's your testinony, isn't it?

11 A Yes, it is.

12 Q Thank you.

13 Where did the 223, 244,814-gallons figure cone
14 fronf

15 A As | recall, the calcul ation was done using

16 all available data that | had at the tinme, representing
17 the change in use. And that data was, then, annualized
18 to cone up wth these nunbers.

19 Q Did that data include billing statenents from
20 FKAA as to the water usage by this account?

21 A Did the data include that? |1'msorry. Can
22  you rephrase?

23 Q Well, you just stated you based your

24 cal cul ation on the available data. M question to you

25 Is: Didthat available data include the billing data
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1 from FKAA for the water usage on this account?

2 A Yes, we got the data fromthe Aqueduct.

3 Q How many neters serve this property?

4 A "' m not sure.

5 Q WIl you accept, subject to check, that it's

6 exactly one?

7 A | -- now that you say that, | do believe it is
8  one.

9 Q Thank you.

10 Do you know how many ERCs are behi nd that

11 met er ?

12 A Not off the top of ny head.

13 MR WRIGHT: M. Chairman, | would like to --
14 |"mnot sure if the witness has been given -- |

15 woul d |'i ke to pause now, please, and mark for

16 identification the three exhibits that | had

17 di stributed during the break, before M. Johnson
18 resuned the stand.

19 The first one 1'd |like marked as Exhibit 118.
20 COMWM SSI ONER POLMANN:  Description on that?
21 MR WRIGHT: |It's the -- the small one. The
22 Monroe -- it should be on top of your stack.

23 COW SSI ONER POLMANN:  Yes.

24 MR WRI GHT: Mbonroe County Property Appraiser
25 information for Stock Island Apartnents, LLC.
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1 COW SSI ONER POLMANN:  Ckay. Exhibit No. 118

2 I's Monroe County Property Appraiser information for
3 Stock Island Properties, LLC. The -- paren, the
4 date is May 13th, 2018. Does everybody have that?
5 THE W TNESS:. Yes, sir
6 (Wher eupon, Exhibit No. 118 was marked for
7 i dentification.)
8 MR. WRI GHT: The next one | would |ike marked
9 Is Exhibit 119; has a short title of "Executed
10 Addi tional Wrk Agreenent.”
11 COMM SSI ONER POLMANN: W' || identify executed
12 addi ti onal work agreenment --
13 MR WRIGHT: And for --
14 COW SSI ONER PCLVANN:  -- as 119.
15 MR, WRI GHT: Thank you. And for brief clarity
16 and expansion, it's an agreenent between KW Resort
17 Utilities and the Monroe County Board of County
18 Conmmi ssi oner s.
19 (Wher eupon, Exhibit No. 119 was marked for
20 i dentification.)
21 MR. WRIGHT: The last exhibit | would |ike
22 mar ked, please, is -- as Exhibit 120 is a
23 menor andum for a Board of County Conm ssioners
24 agenda, dated March 12th, 2018. The short title
25 for this is "3/12/2018 KWRU Meno for Agenda.”
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1 COMWM SSI ONER POLMANN:  Thank you, M. Wight.

2 We have Exhibit No. 120, March 12th, 2018, KWRU

3 meno for agenda. This is Board of County

4 Conmm ssi oners, Monroe County.

5 (Wher eupon, Exhibit No. 120 was marked for

6 i dentification.)

7 MR, WRI GHT: Thank you for allowing ne to take
8 that brief break, M. Conmm ssioner -- Presiding

9 Oficer.

10 COW SSI ONER POLMANN:  Yeah, call ne whatever
11 you want .

12 Pl ease proceed.

13 MR, WRI GHT:  Thanks.

14 BY MR WRI GHT:

15 Q M. Johnson, is -- is it reasonable for ne to

16 believe that you're famliar with -- with your custoner

17  out there?

18 A ' maware of Stock |Island Apartnents, yes.

19 Q | would like to ask you to | ook at what is the

20 third piece of paper in the short exhibit now marked as

21 118.
22 A The map? Ckay.
23 Q It includes -- it includes a col or photograph

24  with an area outlined in blue. Do you see that?

25 A Yes.
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1 Q I s that your understanding of the -- of

2 what -- of the place of the area that will be Stock
3 | sl and Apartnents?
4 A This Stock Island Apartnents is different from

5 the Stock Island Apartnents that |'mgiving testinony

6 on.

7 Q VWll, that is a surprise. Wat are the Stock
8 | sl and Apartnments on which you are giving testinony at
9 Page 15 of your test- -- of you direct testinony?

10 A The Stock Island Apartnents | was giVving

11 testinony on are | ocated between 3rd Avenue and 2nd

12 Avenue, bordered by 3rd Street.

13 Q I s that an existing apartnent conpl ex?
14 A Yes.
15 Q Is it also true that there is one neter

16 serving the Stock Island Apartnents that you're talking
17  about in your testinony?

18 A Wen | said one neter, | believed it was -- we
19 were tal king about the one that's bound by 3rd Avenue,

20 2nd Avenue, and 3rd Street.

21 Q Ckay. Thank you.

22 How many units are in that apartnent conplex?
23 A It's sizeable. | don't know exactly how many.
24 Q You don't how many ERCs or EEUs are in that

25 conpl ex?
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1 A No.
2 COMM SSI ONER POLMANN: | believe you asked
3 that question, M. Wight.
4 MR, WRIGHT: For clarity, | -- | was thinking
5 of a different area --
6 COMM SSI ONER POLMANN:  But he wasn't.
7 MR WRIGHT: -- of -- fair enough. Thank you.
8 BY MR WRI GHT:
9 Q What's the -- what's the | and area covered by
10 the area between 3rd and 2nd Avenue, bordered by 3rd
11 Street?
12 A In ternms of square mles -- | nean --
13 Q Acres.
14 A Acres?
15 Q Yeah.
16 A | don't know.
17 Q If I were to ask you what gall onage- per-day
18 usage you woul d use for a representative apartnment in
19 t hat conpl ex, addressed in your testinony, what nunber
20 woul d you use?
21 A To calculate, that, | would need to know t he
22 nunber of apartnment units. And | don't know that
23 nunber .
24 Q Well, | asked you what gallons per day you
25 would use for a representative apartnment; not for the
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total conpl ex.

2 A | would use, for a dwelling, 126 unit --

3 gal | ons.

4 Q Divided by 23 mllion, by 365 days, | get a

5 value of about a 63,000 gallons per day. |I|s that

6 accurate arithnmetic, as far as you can tell?

7 A 636,835 -- what did you get? 65,000 --

8 Q | got 63,013.7. You -- 23 mllion divided by

9 365 days -- or 23,244,814 divided by 365 days?

10 A 63, 684.

11 Q Ckay. And now, if you would, please, divide
12 t hat nunber by the 126 gall ons per ERC that you

13 referenced in a previous response.

14 A 505.

15 Q Do you think there are 505 units out there?
16 A | don't know.

17 Q Did you ever bill the Stock Island Apartnents,
18 of which you are testifying, for 1.9 mllion gallons in
19 a nonth?

20 A | would have to see the data, but there was
21  very large water use there and -- to sinply state that
22 it's only dwellings -- we don't know that. There could
23 be laundry facilities, any other nunber of things going
24 on on the property that could generate a | ot nore

25 wastewater.
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1 Q Vell, this is your testinony, and you address
2 Stock Island Apartnents. Do you know what's there --
3 you don't know how nmany apartnents there are in the
4 conpl ex?
5 A Of the top of ny head, no.
6 Q Ckay. Do you know whet her there are separate
7 | aundry facilities in there?
8 A | don't know.
9 Q WIl you agree that 23 mllion gallons
10 represents roughly 10.5 percent of the conpany's total
11 gallons billed, as reported in Ms. -- Ms. Swain's
12 Exhibit E2; 217 mllion into 23 mllion?
13 A Yeah, roughly.
14 Q Do you believe that -- that this one apartnent
15 conplex used 10.5 percent of the conpany's total
16 wast ewat er treatnment?
17 A | only can | ook at the nunbers that go through
18 the water neter. | -- the neters aren't mne. The
19 neters are owned by the Florida Keys Agueduct Authority.
20 Q Is -- is that one neter -- is that a general -
21 service neter or is it billed under a general -service
22 rate?
23 A | believe it is.
24 Q Thank you.
25 You haven't provided any billing data from
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1 FKAA in support of your testinony, have you?
2 A | thought | provided a full calculation for
3 the nunber here.
4 Q Moving -- noving on, but still on gallons,
5 you -- you testified in -- in the passage we were just
6 di scussing that you nade the adjustnent, the downward
7 adjustnent, of 17 mllion gallons frombill able gall ons,
8 correct?
9 A Correct.
10 Q | want to ask you a few questions about other
11 conponents of the billable gallons. Are you aware -- |
12 would like to ask you to | ook at the second exhibit that
13 | distributed, which is the estimated addition --
14 sorry -- executed additional work agreenent between KWRU
15 and the County.
16 A (Exam ni ng docunent.)
17 Q Thanks.
18 If you could, look at the first page of the
19 contract, itself. It has a Bates Stanp in the upper
20 right of MC001918.
21 A Yes.
22 Q | would like to ask you, please, to | ook down
23 to the bottomof the page, nunbered Paragraph 1. And I
24 would like to ask you to read that paragraph into the
25 record, please.
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1 A "As used herein, the term'capacity
2 reservation fee' is synonynous with the planned capacity
3 charge of $2700 per residential"™ -- sorry -- "per
4 equi val ent residential connection approved by the Public
5 Service Conm ssion as part of the utility's tariff.”
6 COMM SSI ONER FAY: He's reading the footnote.
7 Q | -- I"'msorry. | am--
8 A Sorry. Did | read the wong thing?
9 MR, SAYLER: It should be that.
10 MR WRIGHT: Oh.
11 COW SSI ONER POLMANN:  What page are we on?
12 BY MR WRI GHT:
13 Q Thank -- thank you, M. Johnson. You read
14 Foot note 1.
15 A Ch, I'msorry.
16 Q | --
17 A You wanted --
18 Q | was trying to ask you to read nunbered
19 Paragraph 1, which is "term"
20 A "Term"
21 Q Thank you.
22 A "The termof this agreenent shall begin on the
23 date, first above witten," in quotes, "effective date.
24  And this shall continue until the work described in the
25 scope of services, Appendix Ato this agreenent, is
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1 conpleted, with the proviso that the utility shal

2 achi eve substantial conpletion of the work outlined in
3 Appendix A no later than nine nonths fromthe effective
4 date, unless the parties agree in witing to an

5 extension of the term

6 "As used in the agreenent, the term
7 ‘substantial conpletion' shall nean that each custoner
8 i sted on Appendi x A can connect to the connection point

9 wth no additional work needed on the public property
10 and the additional work is placed in service."

11 Q Thank you.

12 Now, is it correct that the additional work
13 here is work to extend the conpany's facility in South
14  Stock Island to connect custoners there to the vacuum
15 syst enf?

16 A Broadly, that's a good characterization.

17 Q | would like to ask you to | ook, please, at
18 what has been marked as Exhibit 120. |Is it correct that
19 this is a nenorandum presented to the Board of County
20 Comm ssion- -- Conmm ssioners for approval of the

21  contract we were just discussing?

22 A Yes.

23 Q Did you attend that county conm ssion neeting
24  to make sure this got approved?

25 A | did not.
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1 Q Did you nonitor it in any way?
2 A Yes.
3 Q Are you famliar with this nmenorandunf
4 A Yes.
5 Q If you woul d, please, |ook at what, | think,
6 Is the fourth page in Bates Stanp MC002111.
7 A Yes.
8 Q Is this an accurate list of the properties to
9 be connected pursuant to the additional -work contract?
10 A Yes.
11 Q When t hese custoners connect to the vacuum
12 system w |l they pay KWRU t he applicabl e service
13 availability charge past the reservation fee of $2700
14 per ERC?
15 A O put it on their tax roll.
16 Q Ckay. You don't know which it is at this
17  tinme, correct?
18 A No.
19 Q In your test-year gallonage, you didn't
20 account for any additional gallons fromfees,
21 connections, did you?
22 A No, these are not served.
23 Q Thank you.
24 On Page 16 of your direct testinony, you
25 described a problemw th calibration of an effluent-
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1 flow neter.
2 A Yes.
3 Q W -- we do say that our practice before the
4 Fl orida Public Service Conm ssion is paper-intensive.
5 s -- is the effluent-flow neter referred to
6 I n your testinony here the effluent-flow neter for
7 KWRU s wastewater treatnent plant or for one part of the
8 treatnent plant? Can you explain that?
9 A Yes, that's for the treatnent plant.
10 Q s there -- is there one neter for the whole
11 pl ant, the whol e 849,000 gall ons a day?
12 A Yes.
13 Q Thank you.
14 A For effluent. W have influent neters as
15  well.
16 Q Thank -- that's great. Thanks.
17 And you testified an error -- the calibration
18 error was 50 gallons per mnute or 3,000 gallons per
19 hour ?
20 A Yes.
21 Q So, that's 72,000 gall ons per day?
22 A It's not necessarily that.
23 Q If it were running full tilt, it would be
24 t hat ?
25 A Yes.
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114 W. 5th Avenue, Tallahassee, FL 32303

1 Q Ckay.
2 A But can't assune that that's the case, though.
3 Q Do you have any idea how |l ong the -- the
4 I ncorrect readings on the flow neter were going on?
5 A We have notes in our |og book that indicate
6 that. | can't renenber exactly.
7 Q And this -- this is an -- a KWRU neter,
8 correct; it's not an FKAA neter?
9 A Correct.
10 Q Thank you.
11 So, it was a year between calibration --
12 when -- it was last cal- -- do | understand the | ast
13 sentence of your answer at Lines 7 and 8 to nean, the
14 last time it was calibrated was | ast Novenber -- does
15 that nean Novenber of 2017 or Novenber of 20177?
16 A Yes, it would be Novenber of '16. And this
17 was the annual calibration that was done.
18 Q Ckay. And -- and so, your -- your routine
19 schedule is once a year?
20 A Wth an outside contractor to do a
21  calibration.
22 Q Do you routinely check to -- to see if -- if
23 the nunbers that are being reported | ook right to you?
24 A Yes; however, during this tine period was not
25 a typical tinme period, being that we put the new pl ant
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online and fl ows were not stable between plants, due to

2 the pinch valve that regulates fl ow between the three
3 pl ant s.
4 Q | have a couple nore foll owup questions
5 regardi ng ny asking you about Stock Island Apartnents.
6 W agree that 17 mllion gallons, which is the decrease
7 between the 23 and the 6- -- 23.2 and 6.2 is roughly a
8 17-m | lion-gallons adjustnent, correct?
9 A Are we on a new exhibit?
10 Q No, |I'm back on your testinony, on Page 15.
11 A Sorry. The question, again, please?
12 Q Sure.
13 Predi cate question: The adjustnent you nade
14  was roughly 17 mllion gallons, correct?
15 A Correct.
16 Q And we agree that 17 mllion represents a
17 little | ess than 8 percent -- | get 7.8 percent of the
18 conpany's total gallonage for the test year of
19 217 mllion gallons?
20 A Approxi mately, yes.
21 Q Isn't it true that reducing the billed gallons
22 by that 7.8 percent woul d have a correspondi ng effect of
23 I ncreasing the rates by a simlar, but probably not
24 | denti cal anount?
25 A The rates would -- would have to change
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1 sonmewhere to nmake up for it, if that's what you're
2 aski ng.
3 Q And if the -- if the gallons are fewer, then
4 the rates would be higher, correct?
5 A Correct, in theory.
6 MR WRIGHT: If | could just have a m nute,
7 Comm ssioner, | think that |'mdone, but | want to
8 be sure.
9 COMWM SSI ONER POLMANN:  Yes, sir.
10 MR, VWRI GHT: Thank you.
11 BY MR WRI GHT:
12 Q One nore quick question, M. Johnson. This is
13 back to the insurance claim Have you nade any report
14 of your difference of opinion with SafePoint to the
15 State of Florida's Ofice of Insurance Regul ati on?
16 A | have not.
17 MR, WRI GHT: Thank you. And that's all |
18 have. Thanks very nmuch for your tine.
19 COMWM SSI ONER POLMANN:  Thank you, M. Wight.
20 Staff?
21 M5. MAPP: Yes, staff has questions. W're
22 going to pass out exhibits first.
23 COMM SSI ONER POLMANN:  Okay. The next exhibit
24 nunber that | showis 121.
25 (Discussion off the record.)
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M5. MAPP: There are sonme exhibits that we
wi Il not be marking because those questions were
taken care of by the intervenors, prior to. So,
believe the first exhibit is | abeled "Excerpt from
KWRU Utility's Profit-sharing Plan and Trust." W
wi Il not be using that exhibit.

So, begin nunbering with the description,
docunent, Staff's Interrogatory No. 14.

COMM SSI ONER POLMANN:  Exhi bit No. 121 will be
Staff's Interrogatory No. 14.

M5. MAPP: Yes, | believe that's nunber 121.

COW SSI ONER PCLVANN:  121.

(Wher eupon, Exhibit No. 121 was marked for
i dentification.)

M5. MAPP: And the next exhibit docunent
| abel ed excerpt from Order No. PSC- 06-170A- PAA- W5
woul d be 122.

COMW SSI ONER POLMANN:  Everybody have that ?
Exhibit 122 is excerpt from Oder No. PSC
06- 170A- PAA- 5.

(Wher eupon, Exhibit No. 122 was marked for
i dentification.)

M5. MAPP: The next exhibit, Rate-case Expense
Noticing Costs, wll be 123.

COW SSI ONER POLMANN: Exhi bit 123, Rate-case
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1 Expense Noticing Costs. And also referenced are

2 staff's fifth interrogatory, No. 113.

3 (Whereupon, Exhibit No. 123 was marked for

4 i dentification.)

5 M5. MAPP: And the | ast docunent, property tax
6 i nvoi ces, will be No. 124.

7 COMM SSI ONER POLMANN: 124 is property tax

8 I nvoi ces and a reference there, first set of

9 producti on of docunents, No. 9 -- response to OPC s
10 POD No. 9.

11 M5. MAPP: Thank you.

12 (Wher eupon, Exhibit No. 124 was marked for

13 i dentification.)

14 COW SSI ONER PCLVANN:  Ckay. 121, two, three,
15 four.

16 Ms. Mapp, you --

17 M5. MAPP: Ckay. |I'Ill begin.

18 EXAM NATI ON

19 BY Ms. MAPP:

20 Q Good afternoon, M. Johnson.
21 A Good afternoon.
22 Q Coul d you pl ease turn to what has been nmarked

23 as Exhibit No. 121.

24 A Yes.
25 Q And can you please read into the record the
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1 question and response for No. 147
2 A "Pl ease refer to Exhibit DDS-1, Page 28,
3 Line 32. The utility has proposed an adjustnent to
4 m scel | aneous expense for hurricane-rel ated expenses to
5 be anortized over four years. Please explain why KWRU
6 chose a four-year anortization period.
7 "Response: KWRU determ ned the hurricane-
8 rel ated expenses wll occur every four years, on
9 average, consistent with final order in
10  PSC- 06- 0170A- PAA- 5. "
11 Q And coul d you refer to exhibit marked 122.
12 A Yes.
13 Q You wll note this also says -- that this is
14 referring to the order cited in your response,
15 PSC- 06170A- PAA- W5?
16 A Yes.
17 Q | believe you have both the excerpt and the
18 full copy of that order?
19 A Yes.
20 Q Is this -- so, this is the order that the
21  conpany is referencing in this response, correct?
22 A Yes.
23 Q Coul d you please turn to what's marked as
24 Page 38 of that order.
25 A Yes.
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1 Q And coul d you read the third |ine down,

2 beginning with the word "given," and concl ude the

3 par agr aph?

4 A "G ven the growh of this utility, and the

5 above-nenti oned water and wastewater plant inprovenents,
6 we believe that the utility will file another rate case
7 I n approxi mately 2010, which is four years from our

8 approved 2006 projected test year.

9 "Therefore, we find it appropriate to

10 ami-tortize" -- ami-tor-iz-ide -- ami-torize --

11 Q Anorti ze.

12 A "Anortize the hurricane costs over four years.

13 Accordingly, wastewater O & M expenses shall be

14  increased by $2,213."

15 Q Based on that passage, would you agree --

16 would you agree that a four-year anortization period was
17 based on the expected frequency of that specific utility
18 filing another rate case?

19 A Yes, | do.

20 Q Do you believe there's any other place in that
21 order that identifies the frequency of hurricane-rel ated
22 expenses as being every four years?

23 A |"msorry. Could you restate?

24 Q Do you have any reason to believe that

25 hurri cane-rel at ed expenses woul d occur every four years?
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1 A | believe that they can occur every four
2 years, Yyes.
3 Q Can you guarantee that?
4 A | cannot.
5 Q Now, if you could, turn to the docunent
6 | abel ed Exhibit 124. This was provided in response to
7 OPC s first set of production of docunents, No. 9.
8 A Yes.
9 Q Is the mllage rate provided on these invoices
10 reflective of the test-year property taxes?
11 A Yes, it is.
12 Q And could you turn to what has been | abel ed as
13 Exhibit No. -- one nonent, please -- yeah, |abeled as
14 123. Here, in response to Interrogatory No. 113, the
15 utility references that $930 are estimted for
16 additional noticing costs; is that correct?
17 A That's correct.
18 Q How did the utility cone to this nunber?
19 A We used the previous nailing costs to estimate
20 this cost.
21 MR, WRIGHT: Comm ssioner? It's -- it's ne.
22 COMM SSI ONER POLMANN:  Yes, M. Wi ght.
23 MR, WRI GHT: For the reasons that we have
24 previously discussed, we will object to the
25 adm ssion of this exhibit. | just want to nmake
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1 sure there's no wai ver argunent because | didn't

2 say sonet hi ng now.

3 | would also |like to understand what the

4 difference is between Exhibit 123 and Exhi bit 91,

5 both of which refer to the conpany's responses to

6 Interrogatory No. 113.

7 MR SMTH | would object to --

8 COW SSI ONER PCLMANN:  Can you speak up,

9 M. --

10 MR SMTH Yes, Bart Smth. | would object
11 to M. Wight being able to ask additional

12 guestions, as he's already rested as to his

13 guestions of this w tness.

14 MR WRIGHT: | -- | really want the question
15 to be for the clarification to the staff, who are
16 proffering the exhibit, not to M. Johnson.

17 COMM SSI ONER POLMANN:  So, is your --

18 MR WRI GHT: M --

19 COW SSI ONER PCLMANN:  -- objection to --

20 MR, WRIGHT: M objection stands with respect
21 to both 91 and 123. | was going to say, both refer
22 to the sanme interrogatory answer. | would |ike the
23 staff to explain what the difference is.

24 COMM SSI ONER POLVANN: Wl |, | -- | hear your
25 objection, and I was going to |look to staff, if
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BY Ms. MAPP:

profit-sharing plan and trust. |If you would, refer to

that the utility, beginning January 1, 2018, initiated a

t hey have any comment concerning your objection.

M5. MAPP: Staff would review our previous
response that -- or response being provided outside
of discovery deadline is not adequate reason to
excl ude evidence fromthe record.

And the difference between this one -- No. 123
and No. 91 is that 90- -- No. 91 includes
attachnent -- and this is very -- 123 is very
limted in scope as to what's provided on the page.
And we're proving relevance currently by
guestioning the witness on this docunent.

COMM SSI ONER POLMANN: | -- I'mgoing to |et
this proceed.

MR, WRIGHT: Certainly, Comm ssioner. | just
want our objection noted for the record, for all
t he reasons we said before.

COW SSI ONER POLMANN:  So not ed.

MR, WRI GHT:  Thanks.

COW SSI ONER POLNVANN:  Ms. Mapp, you nmay

pr oceed.

Q You were provided Exhibit No. 117 by OPC, KWRU

pl ease. And during that questioning, you stated

Premier Reporting

(850) 894-0828 Reported by: Andrea Komaridis

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



256

1 pension plan; is that correct?
2 A Correct.
3 Q And you also stated that the utility has
4 chosen to contribute 5 percent to the plan on behal f of
5 the enployee; is that correct?
6 A Correct.
7 Q When did the utility begin contributing this
8 amount ?
9 A | think the first contribution that went into
10 the plan was actually in February, but we nmade up
11 January when we nmade that contribution.
12 Q So, do you have an estinmate of the current
13 dollar anmount contributed by the utility to date?
14 A It's on the order of between three and $4, 000
15  each nonth.
16 Q And that's for all of the 14 enpl oyees
17 currently enpl oyed at KWRU?
18 A No, it's not for 14. The reason being, if you
19 weren't enployed as of January 1, 2018, you're not
20 eligible to participate until next cal endar year. So,
21 every enpl oyee who was enpl oyed as of January 1, 2018,
22 I's enroll ed.
23 Q And that woul d be how many enpl oyees?
24 A 11 enpl oyees.
25 M5. MAPP: Thank you. That's all of staff's
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guesti on.
COMM SSI ONER POLMANN:  Thank you, Ms. Mapp.
Conmmi ssi oners.
COW SSI ONER CLARK: | have one.
COW SSI ONER POLMANN: M. dark --

Comm ssi oner d ark.

COMM SSI ONER CLARK: | have just one question
related back to the -- I'mtrying to find it real
quick. I'msorry. Here we go -- related back to

the reduction in use of the Stock Island
Apart nents.
That seened very significant, 17-mllion-

gal l on reduction. Ws there any explanation as to

what happened? Was this an over- -- an overbilling
situation that was corrected and a -- neter-reading
errors or -- how do you have a 17-mllion-gallon
reduction if there are people still living there?

THE WTNESS: W had sane feelings going into
it. And we talked to the building managers; didn't
get anywhere with them W got as high up to the
head of IT, and he verified for us -- and his nane
is Paul Cales -- on Line 16, Page 15. Paul Cales
iIs the head of their IT departnent. He grabs the
data fromthe neters.

And his teamverified that the neter readings
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1 are accurate for us because we questioned the

2 veracity of the neter readings, the accuracy of the
3 nmeter readings. He cane back and he said they were
4 23 before -- they were 23 mllion before; they're
5 si X now, or whatever the neter readings represent
6 t hose nunbers, and they're accurate. And that's
7 the answer we got fromthe Aqueduct.
8 These are their neters. They own them They
9 calibrate them They maintain them
10 COMWM SSI ONER CLARK: Do you have any recourse
11 to verify their test, calibrations? O do you have
12 any recourse against themif there was an error in
13 the reading -- agai nst FKAA?
14 THE WTNESS: Well, it's in their best
15 interest to nake sure the readi ngs are accurate,
16 too, as they're billing off of them W brought
17 these concerns to their attention. And Paul Cales
18 certified -- and | think I have it in an e-mail --
19 that these neter readings are accurate.
20 COMM SSI ONER CLARK:  And this happened over a
21 one-year period?
22 THE WTNESS: This happened for just a few
23 nmont hs of the test year, is when it began.
24 COMM SSI ONER CLARK:  |'m not doubting that the
25 nunbers are what they are, but the explanation for
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1 how it occurred and what -- what went on there
2 during that tinme period -- it nakes absolutely no
3 sense. It's hard for ne to understand how you can
4 suddenly reduce consunption 17 mllion gall ons.
5 THE WTNESS:. Yes, that's a | arge reduction.
6 | asked the sanme question. | was asking about
7 | aundry facilities; did the laundry facility get
8 renoved, sonething going on like that; was there a
9 | eak.
10 COMM SSI ONER CLARK:  Did sonebody fix a water
11 |l eak they didn't tell you about.
12 THE W TNESS:. Exactly. And those are the
13 guestions | brought before the Agueduct, and I
14 didn't get those answers.
15 COW SSI ONER CLARK:  So, | go back to -- the
16 poi nt, now, being you have less units to make up
17 your revenue requirenents over, causing you to have
18 to raise rates based -- one -- one factor al one,
19 just on that one issue; is that a fair statenent?
20 THE W TNESS:  Yes.
21 COMM SSI ONER CLARK:  \What percentage of your
22 custoner base -- | know you didn't know t he nunber
23 of apartnents there. M math showed that, based on
24 their nunber, there had to be about 500 units in
25 that conplex. You have 3,200 custoners total; is
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that right?

THE W TNESS: Approxi mately.

COMW SSI ONER CLARK:  So, 500 custoners --
assum ng there were 500 custoners in that area -- |
would really like to know about how many custoners
are in that, if we can find that at sonme point in
time; how many custoners are serviced by Stock
| sl and Apart nments.

THE W TNESS: Sure.

COMM SSI ONER CLARK:  Thank you, sir.

No further questions, M. Chairmn.

COMM SSI ONER FAY: | have a coupl e of
guestions, M. Chairnman.

Thank you, M. Johnson. | appreciate your
testinmony. | -- when | read your background, |
t hought how happy you would be to nove from
Illinois to Florida, and that m ght have changed
after today, but appreciate you bei ng here.

My -- ny quick sort of clarification that |

would i ke to get fromyou is the -- a |ot of the
wat er conponents are -- are newto nme and --
conpared to Dr. Polmann. I'ma little bit slower

picking it up, but there's the -- the Aqueduct
Authority that, in certain ways, | guess you

intertw ne wth.
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When you spoke to conpetition about the
Aqueduct Authority -- is that an enploynent thing?
I's that an operational thing?

THE WTNESS: They are our conpetition for
enpl oyees, but as far as our billing system goes,
they don't conpete in our service territory.

They' re not a wastewater provider, where we are.
So, in --

COMM SSI ONER FAY:  So, when you speak of
conpetition, it's just strictly to the enpl oynent.

THE W TNESS:. For the enpl oynent pool, yes.
W're trying to draw out of the sanme pool of

enpl oyees, being they're a wastewater conpany and a

wat er conpany -- we're strictly wastewater -- we do
conpete for the sanme skill sets, very, very
cl osel y.

COMW SSI ONER FAY: Sure. Al right. Thank
you.

THE W TNESS: You' re wel cone.

COW SSI ONER FAY: That's all 1 have.

COW SSI ONER PCLMANN:  Thank you,
Conmmi ssi oners.

M. Johnson, | have a nunber of questions
here. 1'Il see if | can do so w thout repeating.

There was a question regardi ng substation L2A
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1 In your direct testinony, | believe there was a
2 statenment on the |ift station being knocked over.
3 And there was di scussi on about the electrical panel
4 bei ng knocked over.
5 What is the configuration of the -- of the
6 lift station, itself, the -- the conponents of
7 that? Part of it's underground or aboveground?
8 THE WTNESS: The lift station is a concrete
9 structure that's underground.
10 COMM SSI ONER POLVANN:  Ckay.
11 THE WTNESS: And the panel is upright. It's
12 stai nless steel, nounted on a base, aboveground.
13 COMM SSI ONER POLMANN:  So, in the context
14 of -- of the structure, itself, when you say the
15 lift station is knocked over, that's necessarily
16 part aboveground; is that correct?
17 THE WTNESS: It would be nore accurate, |
18 guess, to say the electrical panel, itself, was
19 knocked over.
20 COMM SSI ONER POLMANN:  Under st ood. That woul d
21 be nore accurate, but --
22 THE WTNESS: But it is part of the lift
23 station, yes. Yes.
24 COMM SSI ONER POLMANN:  But the |ift station,
25 itself, in -- in the context of the concrete bel ow
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1 ground, that can be flooded, but other types of

2 damage -- that's not sonething that would be
3 normal |y be knocked over unless it was washed away.
4 THE W TNESS:. Ri ght.
5 COMWM SSI ONER POLVANN:  Ckay.
6 THE W TNESS: Correct.
7 COMM SSI ONER POLMANN:  Now, in terns of the
8 panel, if | understood the discussion earlier, that
9 was pl anned for replacenent, regardl ess of the
10 storm is that correct?
11 THE WTNESS: Not the panel, itself. The |ift
12 station, itself, needs to be replaced. And that is
13 not a result of the storm The concrete structure
14 needs to be repl aced.
15 COMWM SSI ONER POLMANN:  Can you di stingui sh for
16 us, with regard to L2A, whether all of that -- the
17 entire cost of that facility -- is that -- are you
18 seeking cost recovery for that within this docket
19 inits entirety or sone aspect of that being --
20 seeki ng cost recovery as part of the storm danage?
21 THE WTNESS: The only elenent that was
22 damaged in the stormwas the electrical panel.
23 The -- the remai nder -- 140,000 not-to-exceed
24 contract with B&L Beneway is capital,
25 rehabilitative capital work.
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COMM SSI ONER POLMANN:  So, the original plan
was to -- under the capital plan did not include
the electrical panel; is that correct? |1'mtrying
to distinguish what --

THE W TNESS: Yeah.

COW SSI ONER POLVANN: | - -

THE W TNESS:. That's a good question

COW SSI ONER PCLMANN:  The panel was damaged
in the storm

THE WTNESS: | think this wll help you

COMM SSI ONER POLVANN:  Ckay.

THE WTNESS: The sister |ift station that's
300 feet away -- when it was replaced in 2014, we
renoved the electrical panel. W renoved the
punps. We put the new lift station in. W took
the old panel and put it back. W put the old
punps and put themin the new wet well.

So, not all -- and that was the plan for this,
since the panel was in good working order, in very
good shape, to reuse it.

COW SSI ONER PCLVANN: At L2A, you need to
repl ace the panel; is that correct? O since it
fell down, is it still functional?

THE WTNESS: It's still functional, but it's

been exposed to salt water, and its longevity is in
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question. And it is a mjor |lift station on the
gravity system force-main system of our utility.
It's one of two main |lift stations on that part of
t he i sl and.

COMM SSI ONER POLMANN:  I's that now a part of
your capital program --

THE W TNESS: Yes.

COMWM SSI ONER POLMANN:  -- the panel ? Thank
you.

There was di scussi on regardi ng sol e-source
determnation. In general, for KW are you -- do

you have a procedure for the determ nation of a
sol e-source provider? How do you -- how do you
determ ne that, for a particular purchase, that you
only have one source?

THE W TNESS: Ckay. For exanple, the
wast ewat er treatnent plan rehabilitation project,
that we contracted with the Evoqua, that deci sion
was nmade based on the input fromour engineer. Qur
engi neer wote a nmenorandum gi ving his opinion that
sol e-sourcing that lift station would be in the
utility's best interests.

The engi neer went on to tell nme that, if we
had decided to bid that out to nultiple

contractors, because we don't have the draw ngs,
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they are the proprietary property a Evoqua. Those
drawi ngs, which are dinensional draw ngs, would
have to be created.

So, nmeasurenents and data woul d have to be
taken in the field. The drawi ngs would have to be
created. This whole process would be foll owned.
Bi d packages woul d be put out. The cost of doing
all that would add, according to ny engineer,

20 percent to the overall project costs.

COW SSI ONER PCLVANN:  When you say "ny
engi neer," is that --

THE WTNESS: The utility's engi neer

COW SSI ONER PCLMANN: - - sonebody you
contract with for services?

THE WTNESS: Yes. W have an outside
engi neering firm Weiler Engi neering.

COW SSI ONER POLMANN:  kay. So, the
determ nati on of sole source or -- or bidding --
that's a case-by-case basis -- on a particul ar
proj ect - by- proj ect?

THE WTNESS: Yes, that's correct.

COW SSI ONER PCLMANN:  And then you -- you get
a recommendation from an outside expert for
what ever that type of project would be. And then

who nekes that determ nation?
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THE W TNESS: That determ nation is made by
nmysel f and owner shi p.

COMM SSI ONER POLMANN:  Okay. Now, distinct
from-- froma recomendati on from your consultant
that this is a sole source -- or to use sole
sources in their opinion, in the best interest of
the utility, there may be a case where you receive
only one bid. You advertise, but you received only
one bid.

Has t here been occasi on when you deci ded t hat
having only one bid is not adequate; that you know
there may be others who could have bid and you
decide to rebid to see if you would receive
mul tiple bids and then choose fronf?

In other words, if you only receive one, but
you think you should have received nore, do you try
again? O under what circunstances do you say,
well, let's go ahead Wth this one? Do you nmake
that distinction?

THE WTNESS: If -- if we receive a bid and
it's a single bid and we -- we wanted nore bids,
and that bid cane in on tinme and the other bids
didn't arrive on tine, we would have to | ook at the
bid and nake a determ nation.

If we didn't like the bid, we certainly would
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1 not feel at all conpelled to go through with the

2 bid. In that case, we woul d take another course of
3 action, rebidding the project, rethinking the
4 project, but we would not let a project for a bid
5 that we were unhappy wth.
6 COW SSI ONER PCLMANN:  And do you -- do you
7 deci de the un- -- the degree of unhappi ness,
8 i nside? Do you take recommendation from your
9 engi neer or fromwho? O does that depend on the
10 type of the project?
11 THE WTNESS: So, the discussion wuld be
12 bet ween t he engi neer, the ownership, nyself, and
13 the other managers of the utility.
14 COMM SSI ONER POLMANN:  So, there's not a
15 single course of action all the tinme. And does
16 it -- does it depend --
17 THE WTNESS: It would be --
18 COMM SSI ONER POLMANN:  -- on the type of
19 proj ect and other factors?
20 THE W TNESS:. Yeah, it would be predicated on
21 the individual circunstances as it relates to the
22 t hat project.
23 COMWM SSI ONER POLMANN:  kay. Thank you.
24 Wth regard to the overtine for -- for
25 staff -- that was discussed in the context of
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Exhibit 114. | don't know that we need to | ook
back at that, but there's quite a bit of discussion
on that, year to year

My -- ny general question is: Anong the
various staff, you have different skill sets; is
that correct?

THE WTNESS: That's correct.

COMWM SSI ONER POLMANN:  So, then, who

determ nes which staff person is selected for the

over- -- overtinme? |Is it based strictly on the
skill set, what the need may be? O is there a
rotation anong -- anong the staff? How was that
done? Because | -- | see sone people have a | ot of

overtinme and others have very little.

THE WTNESS: GCkay. |'Il say, based on our
current staffing of 14, the division of labor is
bet ween a mai nt enance group and a pl ant-operations
gr oup.

The pl ant-operations group are the wastewater
pl ant operators who are |licensed operators or, in
the case that we're in right now, we have a trainee
who' s passed his exam and just doesn't have quite
enough hours to qualify to be a licensed operator,
but he'll soon becone qualified. These folks work

on the plant.
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1 And the ot her six enployees work on
2 mai nt enance of the collection system and on the
3 pl ant or any other equi pnent or assets that the
4 utility needs nmintained.
5 There is a call-out schedule. The call-out
6 schedule, as | stated earlier, divides the |abor
7 anong all the enployees. This call-out schedule is
8 about one week. For seven days in a row, you're on
9 call and then you get three weeks off. So, it's
10 one on, three off.
11 During that tine, you have to get to the
12 utility within 15 to 20 mnutes, no natter where
13 you are during those seven days, day and night, and
14 you nust be ready to work and in a condition to
15 wor K.
16 As far as --
17 COW SSI ONER PCLMANN: | think that --
18 THE WTNESS: -- assigning assets, that's to
19 t he managers on a nore-broad |evel, but there is a
20 schedul e.
21 COMM SSI ONER POLMANN:  Thank you.
22 Now, there's a -- couple of questions here --
23 and if you're not the best person -- if there's
24 anot her wi tness, please refer ne.
25 In -- in terns of the nunber of staff and
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1 t hose occasi ons which you' re understaffed, you' ve
2 had that -- past years; right now, you're fully
3 staffed going forward, and turnover and so forth --
4 are you aware of FDEP requirenents, according to
5 your operator permt for the plant, types of
6 operators, that there are requirenents for a
7 m ni mrum nunber of staff or the type of plant you
8 have and -- and the manpower you have is a 24-hour
9 operation that you have? O what is it?
10 THE WTNESS: So, we're staffed Monday through
11 Fri day, eight hours per day. And we have to have a
12 "C' operator or higher. W have to have a "B"
13 | i censed operator supervising our wastewater plant.
14 And then, we have to nmake two weekend visits with
15 our wastewat er operator.
16 COMM SSI ONER POLMANN:  So, there's --
17 THE WTNESS: That's the m ni num
18 COMM SSI ONER POLMANN:  So, there's a m ni mum
19 based on your operator permt and so forth. You
20 have to have sone nunber of staff, according to
21 your -- your permt.
22 THE W TNESS: Correct.
23 COMM SSI ONER POLMANN:  Did you also foll ow
24 sone particular industry-standard gui delines that
25 may be above and beyond the -- the m ninum perm t
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requi renments or |icense requirenents?

THE WTNESS: As far as our staffing --

COMWM SSI ONER POLMANN:  Yeah, nunber of staff
that you have for various jobs.

THE WTNESS: The permt, itself, is your
mninmum That's your starting point. You nust put
t hose hours in by those |icensed individuals for
t hose hours.

That does not nean that, during certain tines,
additional work isn't necessary because it
certainly is. And if you're going to run your
pl ant properly, there's a |lot of extra activities
that need to go on outside of that and wll take
nore tinme than the actual permt delineates.

COMM SSI ONER POLMANN:  Thank you.

In terns of staff devel opnent, as well as
staff turnover and vacancies, do you -- do you
currently have a cross-training program anong the
various staff so that, when you have a vacancy,
sonebody can step in and do that work? O do you
end up with deficiencies in O& Mor --
understanding it's not proper to have deficiencies
In your -- your operations, but do you have -- the
question is: Do you have a cross-training program

that -- so sonebody can do nmultiple different
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guestions across -- across the spectrun? Wat is

your program for that?

THE WTNESS: W do. | would say nore than
nost utilities -- in fact, all other utilities that
| know of -- and | know i ndividuals fromthem

several of the utilities down here in the Keys -- |
t hi nk, because of our size, we're al nost forced
into a situation where we do have to have -- we
have fewer enpl oyees, so we need hi gher skil

| evel s for our enployees so that we can plug them
into different scenarios and have them do different
tasks. W can't have a specialist who just does
this --

COW SSI ONER PCLMANN:  Sur e.

Is there a particular cost that you allocate
for that? |Is that a | abor cost or a separate
operating cost? |'mjust asking, is it --

THE WTNESS: W don't book it as a speci al
cost .

COMM SSI ONER POLVANN:  Ckay.

THE WTNESS: It's just cost of |abor.

COW SSI ONER PCLMANN: I n ternms of -- again,
back to the DEP regul ations, have you -- has the
utility suffered any notice of violation or consent

orders in the past couple of years, particularly,
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1 wth no --

2 THE WTNESS: No, we haven't.
3 COMM SSI ONER POLMANN:  You haven't suffered
4 any cost just to get there? Thank you.
5 THE W TNESS: No.
6 COMM SSI ONER POLMANN:  There was a | ot of
7 di scussi on about the pension plan as it relates to
8 t he enpl oyee turnover. | understand that went into
9 effect January 1 of this year.
10 The question -- when were the staff nmade aware
11 that that was in the devel opnent stage and t hat
12 that -- that plan would be instituted? Ws there
13 prior notice of that sonetine before January 1 of
14 this year?
15 THE WTNESS: There was. There was a neeting
16 held in the fourth quarter of 2017 sort of rolling
17 out the plan to our enployees, which I'Il -- "Il
18 tell you was well-received and has been well -
19 recei ved.
20 COW SSI ONER PCLMVANN:  Ckay. | just want to
21 know i f they got notice on that day or --
22 THE W TNESS:. Ch, no.
23 COMM SSI ONER POLMANN: - - sonet hi ng before.
24 THE W TNESS:. They had to nane beneficiaries.
25 There was paperwork to fill out. They were given
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noti ce.
COW SSI ONER PCLMANN: Ckay. There was a
guestion regarding the cost of your trailer that's

bei ng replaced and sone depreciation, so forth.

The original cost of your trailer -- | think
you had answer on that. |Is that accounting
information -- is that in the docket, to the best

of your know edge?

THE WTNESS: | believe Ms. Swain indicated
she had it in her rebuttal.

COMM SSI ONER POLMANN:  Ckay. | just wanted
to -- I'm-- I"malittle bit confused on this
volume -- the neter error for the apartnents, not
to read that nore than necessary. Back on -- on
Page 15 in your direct, Line 20, 21, it says, "This
constitutes the reduction of gallonage from
23 mllion to 6 mllion on annualized basis."” And
at the top of that paragraph, it says, in May 2017.

So, it was identified in May of that year, but
the nunbers that -- that are listed here are on an
annual i zed basi s.

Coul d you please clarify for us the difference
that was identified in sone 17 mllion gallons?
What does it nean on an annual i zed basi s?

THE WTNESS: |If the change in usage -- which,
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1 at that tinme, there was only three or four nonths

2 of data available -- was then annualized, these are

3 the nunbers that were arrived at. So, in other

4 words, 12 nonths of data at the | ower usage was not

5 avai | abl e.

6 So, the nonths that were avail able were

7 utilized and then annualized. So, if | had four

8 nonths, | would have nmultiplied that by three to

9 cone up with the annuali zati on.

10 COMM SSI ONER POLMANN:  |I's there any know edge
11 that either utility has, the duration of this neter
12 error, howlong -- |I nmean, you noticed it in My.
13 Presumably -- well, the error may have been ongoi ng
14 for sone period of tine. And I'massumng that it
15 was fixed after it was identified, in order to cone
16 up with this correction.

17 | s there any know edge about how | ong, prior
18 to May, it was in place, that there was an error in
19 the neter?

20 THE WTNESS: Again, | have not been told --
21 COW SSI ONER POLMANN: O - -

22 THE WTNESS: | have not been told there was
23 an error. | -- 1 have been told by the fol ks

24 who - -

25 COMM SSI ONER POLVANN:  Ckay.
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THE WTNESS:. -- operate, own, and naintain
the neters that this nunber was correct at this
point in tine. W verifiedit, and now, it's a
| oner nunber here. And this nunber is correct. It
wasn't a one-time --

COW SSI ONER PCLMANN:  So - -

THE WTNESS: -- aberration.

COW SSI ONER PCLMANN:  -- there was a step
dr op.

THE WTNESS: Correct. Correct.

COMM SSI ONER POLMANN:  Did they identify if

they had nmade any repairs -- as Conm ssioner O ark
identified -- a leak or any -- anything of that
nat ure?

THE WTNESS: They did not give ne an
assi gnabl e cause for the change in the readi ngs.

COMM SSI ONER POLMANN:  Does KWRU rely entirely
on a -- on a base-rate charge and then the water-
use vol une --

THE W TNESS: Yes.

COMM SSI ONER POLMANN:  -- for -- for your
billing purposes?

THE W TNESS:  Yes.

COMM SSI ONER POLMANN: | understand you're

nmeasuring influent flow of wastewater into the
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pl ant and di scharging fromthe plant, but you're
not neasuring any custoner |evel.

THE W TNESS: Correct.

COW SSI ONER PCLMANN:  Any wast ewat er vol une.

There was discussion with staff -- | may be
going off of that or not -- it may have just
triggered this. The hurricane-cost recovery -- and
| -- | talked about this alittle bit with -- with
the lift station. Can you, as a utility, or have
you, in the past, sought recovery for hurricane
costs, outside of a rate case?

THE WTNESS: In ny experience with the
utility, | don't believe so; however --

COMM SSI ONER POLVANN:  Ckay.

THE WTNESS: -- prior to ny involvenent, |
can't speak for that.

COMW SSI ONER POLMANN:  There -- there's
reference in your response -- do you recall the
di scussion with staff on anortizing over four years
and so forth? And there was talk about the average
hurri cane cycle, four years, and so forth, so --
what ever that is, whether it's four, three, or now
it'"s going to be every year or --

THE W TNESS:. Nobody knows.

COW SSI ONER PCLMANN:  Nobody knows.  So,
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1 speculating -- and | recogni ze your prior answer

2 that you don't have know edge of utility practice

3 previ ously recovering costs, whether -- within the

4 rate case or -- or not.

5 Do you believe that, as president of the

6 conpany, that it's reasonable for the utility to

7 put forth a petition for a rate case in order to

8 recover hurricane costs in, essentially, every

9 I nstance -- that you have sworn to evidence you're
10 seeking to recover, so you initiate a rate case.

11 Do you -- in your opinion, do you think that's --
12 that's a reasonabl e process to go through?

13 THE WTNESS: That would be a really difficult
14 guestion to answer. Depending on the

15 circunstances, there -- | certainly could see if it
16 was a very |large event, yes, absolutely, you would
17 have to recover costs because there woul d probably
18 be -- Marathon, for exanple -- they | ogged, between
19 Sept enber 10th and Decenber 15th, nearly 1500 hours
20 of overtine. And that was nostly put in by eight
21 enpl oyees.

22 So, large events could be very costly; smaller
23 events, you would have to wei gh whet her you would
24 do a proceedi ng agai nst the cost of the proceeding.
25 COMM SSI ONER POLMANN:  Okay. So, sitting here
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

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



280

1 today, can you -- can you conceive of sone other
2 mechani sm by which the utility could recover
3 hurricane costs outside of a rate case?
4 THE WTNESS: Not that |'m aware of.
5 COMM SSI ONER POLMANN:  All right. Thank you.
6 Any ot her questions, Conm ssioner?
7 Redi rect.
8 FURTHER EXAM NATI ON
9 BY MR SM TH:
10 Q M. Johnson, I'mgoing to go through a couple
11 of different subjects that were tal ked about by the
12 different parties. Starting with the |ift station, L2A,
13 for clarifications, howold is that |lift station?
14 A Its exact age is not officially known;
15 however, probably in the 1983 realm
16 Q Has this lift station been in the capital plan
17 prior to Hurricane |Irm?
18 A Yes.
19 Q How | ong has it been in the capital plan to
20 replace it?
21 A | believe in the last rate case, | provided an
22 exhibit showng that it was one of ny future capital
23 pr oj ect s.
24 Q Wiy is it being replaced?
25 A It's a planned repl acenent.
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1 Q What is the inportance of replacing this lift

2 station?

3 A Just like its sister lift station that we

4 repaired in 2014, the lift station is actually

5 structurally aging to the point where its useful life

6 has been lived, and the asset needs to be replaced to

7 ensure the proper operation of the utility going

8 forward.

9 Q So, as clarification, are you including this
10 lift station, L2A, as part of a capital inprovenent

11 proj ect?

12 A Yes.

13 Q Going to the discussion of the -- the offices
14 and the -- the enployees that had left, for a tinme |line,
15 after the hurricane, where did the office -- where did
16 you first operate out of immedi ately after the

17 hurri cane?

18 A | medi ately after the hurricane, we operated
19 as much as we could out of the existing trailer, which
20 didn't have phone, power. As far as the admnistrative
21 staff, when they cane back to the office, it becane

22 clear pretty quickly that the office had issues with

23 nol d.

24 And they were relocated to the Key West ol f
25 Cl ub for one nonth, where they operated out of an office
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1 there. And then, that allowed us the tinme to bring the

2 tenporary trailer on-site where we operate out of --

3 Q Can | stop you for one second?

4 A Yeah.

5 Q The enpl oyee that left for nold -- what nold
6 issue did she | eave because of ?

7 A In the existing trailer that was damaged by

8 the hurricane.

9 Q Was this the trailer that was -- the staff

10 |l eft to go to the Key West CGolf Club first?

11 A This was the office that was vacated, yes.

12 Q After the hurricane, did you i medi ately order
13 a nod-office?

14 A | medi ately after the hurricane, we did not;
15 very shortly thereafter.

16 Q The enpl oyee that |left due to the cranped

17 space, what off- -- what office were you referring to
18 that she gave the reason why she left?

19 A The office that we're operating out of nowis

20 the operating office that she left out of.

21 Q s this a tenporary office?

22 A Yes.

23 Q s it permanently affixed?

24 A It is two-and-a-half feet off of our driveway.

25 It's affixed with sone tie-downs. It is a trailer. It
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1 Is very weak. W can't nove it with a crane. |[|f we do,

2 It mght break.

3 Q Does it neet the Florida Building Code?

4 A Par don?

5 Q Does it neet the Florida Building Code?

6 A No, it does not.

7 Q Al right. Let's go to the staffing. There

8 Is sonme talk by OPC regarding staffing of two -- between

9 2015 and 2017. Do you recall that testinony?

10 A Yes.

11 Q Ckay. And in 2015, were you in the mddle of
12 a rate case?

13 A Yes, we were.

14 Q Was one of the expenses requested to be

15 recovered the cost of the advanced wastewater treatnent,
16 or AWI?

17 A Yes, it was.

18 Q And di d you request additional enployees as
19 part of AW?

20 A Yes, we did.

21 Q Wien was the utility required to begin

22 operating at AW?

23 A In 2016.

24 Q Was anot her part of that rate case -- did you

25 request enpl oyees for the operation of the third
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wast ewat er treatnent plant?

2 A Yes, we did.
3 Q When did that wasterwater treatnent plant go
4 onl i ne?
5 A In March 2017.
6 Q In that |last rate case, did you request 13.5
7 positions?
8 A Yes, we did.
9 Q As part -- as part of that last rate case, did
10 you start budgeting for 13.5 positions?
11 A Yes, we did.
12 Q Did you start filling those 13.5 positions
13 I mredi ately upon filing -- budgeting those positions?
14 A We began filling those positions well in
15 advance of the rate case cul mnating. So, as we noved
16 forward, we filled them
17 Q And did you fill the positions required for
18 AW in order to operate the AW?
19 A Yes, we did.
20 Q And then, when the new plant was ready to cone
21 online, did you fill the positions to operate the new
22 pl ant ?
23 A At that point in tinme, yes.
24 Q After the new plant was online, in
25 approximately April of 2017, how many enpl oyees did you
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1 have?
2 A April -- we probably had 13 naybe in April.
3 Q Ckay.
4 A And then we ranped up to 14.
5 Q Ckay. At the tinme of Hurricane Irma, did you
6 have 14 enpl oyees?
7 A Going into the hurricane, we had 14.
8 Q Did you | ose sone enpl oyees after Hurricane
9 I rma?
10 A W did. W lost three enpl oyees.
11 Q Why ?
12 A For various reasons. As stated earlier, one
13 of our enployees had an allergy to nold. A second
14 enpl oyee cane down for a short period of tine, lived
15 through a hurricane and decided Olando is a better
16 place. And --
17 Q Was there an enpl oyee that accepted and did
18 not conme down?
19 A And the third enpl oyee, yes, was an enpl oyee
20 who accepted the position. He was -- his start date was
21 literally -- coincided with the mandatory evacuati on of
22 t he Keys.
23 He held off, waited until the hurricane passed
24 through; was, then, prepared to cone down; however, the
25 unit that he put his deposit on had a damaged roof,
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1 which delayed him And ultimtely, he was not able to

2 cone down because of it. The expense to, apparently,

3 repair the place was nore than the | andlord could

4 handl e.

5 Q After the storm did you -- are you, now,

6 fully staffed wth 14 enpl oyees?

7 A We are.

8 Q When a position is vacated, do you fill that

9 position quickly?

10 A W try to. W advertise quickly or, in sone
11 cases, we will utilize candidates that we had previously
12 I nterviewed that are of good quality and will reach out
13 to those candidates and will check for other

14 applications on file.

15 Q There's identification in the exhibit of sone
16 turnover. Does the Florida Keys have a transient

17  workforce?

18 A In general, yes.

19 Q Can you explain that?

20 A | guess -- there's a few ways to explain it.
21 One is the folks that put our billing systemin -- they
22 put it in in 2012. They cane in a year after putting it
23 I n and were absolutely astounded at how nany accounts

24  there were. They said we're doing sonething wong. And
25 they're like, here's an account; you' ve got four
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1 different people living there in a single year; this

2 one, you've got six different people living there in a

3 singl e year.

4 This is the Florida Keys. People conme here.

5 They give it atry. They leave. W've got mlitary

6 people. W have all sorts of people. Everyone wants to
7 cone to Key West and be a colorful character. They get
8 their fix and they |eave.

9 Q Going to the nodular office, there was sone

10 di scussion of a -- the bid process. Has -- has there

11 been received bids yet fromthe different nodul ar

12 con- -- contract -- construction conpani es?

13 A Not that |I'm aware of.

14 Q Going back to the -- the execution of that
15 nodul ar contract, when did -- when was that contract

16 signed? The reference --

17 A It says the 19th day of Cctober, 2017.

18 Q When did the -- when did the nandatory

19 evacuation of the Florida Keys end?

20 A You know, | don't know the exact date of that.

21 End of Septenber.

22 Q So, this was signed shortly after that date.
23 A Yes.

24 Q Is this project a priority?

25 A Yes, it is.
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1 Q Why ?
2 A For a nunber of reasons. The safety of our
3 enpl oyees -- we'd like to get our enployees in a safe
4 buil di ng, going forward in hurricane season, nold-free;
5 a wor kpl ace where people can do their work and in a
6 manner that's not stressful.
7 Qur current work space is very small. It's
8 hal f of what we used to have. W have enpl oyees wor ki ng
9 on top of each other. W don't have a | ot of sound-
10 deadening. And we do do a |ot of work on the phone.
11 Q What about | abs?
12 A Well, we have our | aboratory set up as well.
13 W ordered the MddSpace trailer that we did because it
14 had a sink outside of the bathroomthat we could utilize
15 for our |ab.
16 Q Did you push this project as a priority to get
17 the contract signed?
18 A Yes, we nmade the project a priority.
19 Q Now, M. Sayler pointed out a difference in
20 your testinony and the contract. |In your testinony, you
21 recall, you stated approximtely 1200 square feet and
22 the contract states it says 1500 square feet.
23 Bet ween your testinony and your contract, what
24  were you relying upon for the approxi mate square footage
25 of the unit?
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1 A The contract says not to exceed the 1500

2 square feet; however, the unit we are | ooking at

3 installing, if you were to do the dinensional analysis
4 on it, nmeasures 1577 square feet or sonething very cl ose
5 to that.

6 Q | s your testinony nore accurate or the

7 contract?

8 A My testinony is nore accurate, yes.

9 Q The contract provides approxi mately 1500

10 square feet. The -- your testinony stated 1200,

11 approxi mately.

12 A Oh, I"'msorry. The 1500 on the contract is

13 nore accurate, yes.

14 Q You were asked a question about whether you
15 inquired into building the on-site project. In your
16 past experiences being part of a con- -- a |licensed

17 contractor, do you have any experience with site-built

18 projects in Stock Island, Key West?

19 A Yes, | do.
20 Q Appr oxi matel y how many projects have you been
21 i nvolved in for site-built construction in Key Wst and

22 St ock | sl and?

23 A Thr ee.

24 Q Ckay. And when were those projects?

25 A 2009, 2011, | believe, and then sonetine
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1 around 2013-'14.

2 Q Based on those -- that experience in your work
3 wth -- as part of the contracting entity, do you have

4 any know edge of what the cost per square foot is for

5 on-site projects?

6 A Yes, | do.

7 Q What is it?

8 A For nodul ar - -

9 Q On-site.

10 A Stick-built?

11 Q Yes.

12 A Stick-built, you' re going to be high tws and
13 up for -- per square foot. That's the |owest you could
14  get.

15 Q Do you know what other on -- offices for

16 wastewater utilities have been built in -- in the

17 recent -- in the |last couple of years?

18 A Yes.

19 MR, SAYLER: (Objection. W did not go into
20 t he square footage of -- the cost per square foot.
21 That's actually an area we plan to explore in

22 rebuttal. So, | believe that an object- -- well,
23 I'"'mgoing to object to that this is outside the

24 scope of ny direct and cross.

25 COMM SSI ONER POLMANN: | was getting concerned
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1 about where you were going with this, M. Smth.
2 MR SMTH He -- he -- he inquired as to
3 whet her they considered building site-built. And
4 so, M. Johnson stated that they did not | ook
5 into -- to bid out site-built. And so, I'mtrying
6 to provide the basis of why. And that's the | ast
7 question in that |ine of questioning.
8 COMM SSI ONER POLMANN:  You m ght want to
9 approach this in a little different way.
10 MR SMTH I'Il nove on. | think it's
11 cover ed.
12 COMM SSI ONER POLVANN: Wl |, is it sonething
13 that cones up in -- in --
14 MR SMTH It does. It does.
15 COMM SSI ONER POLMANN:  -- rebuttal? Can we do
16 It that way?
17 MR SM TH: Sure.
18 BY MR SM TH:
19 Q Profit-sharing plan -- the profit-sharing
20 plan -- I'"'mreferring to the profit-sharing plan
21 that's -- that's entitled -- do you admnister this
22 pl an, yourself?
23 A No, | do not.
24 Q Wiy do you not adm nister this plan?
25 A Because |'m not an expert in the operations of
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1 profit-sharing plans.
2 Q Do you pay soneone to adm nister this plan?
3 A Yes, we do.
4 Q Who do you pay?
5 A We pay Seth Silverman.
6 Q Is he a -- a profit-sharing plan consultant?
7 A Yes, he is.
8 Q Do profit-sharing plans have to conply with
9 | RS regul ati ons?
10 A Yes, they do.
11 Q Do you have any understandi ng of these IRS
12 regul ati ons?
13 A No, | don't.
14 Q Do you have any understandi ng of how these IRS
15 regul ations apply to the terns of this agreenent?
16 A No, | do not.
17 Q I s that sonething that your profit-sharing
18 pl an adm nister-er deals wth?
19 A Yes.
20 Q Do you know if the IRS allows a breach of
21 the -- is there a mnimum-- do you know if there's a
22 m ni mum anount you're required to --
23 MR, SAYLER: Conm ssioner --
24 Q Put into the plan?
25 MR, SAYLER: -- Polmann -- | was going to
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obj ect about IRS regul ations, but he actually got

to a question about noney, which is at the key

I ssue area here. So, | wthdraw ny objection.
COMM SSI ONER POLMANN:  Thank you, M. Sayler.
THE WTNESS: Yes, | believe there is a

m ni num

7 BY VR SM TH:

Q Ckay. Do you have any under st andi ng of

9 whether the IRS would allow you to violate that m ni nrum

10 r equi

11

rement ?

A | do not think they would allow you to

12 vi ol at e.

13 MR, SAYLER: (Objection. Speculation. He

14 already testified that he's not an expert, doesn't
15 understand I RS --

16 MR SMTH Let ne -- let ne --

17 MR, SAYLER: -- regulations. And | believe
18 this is certainly outside the scope of ny cross-
19 exam nation on this issue.

20 MR SMTH | asked does he have any

21 understanding. |It's his understanding. |It's

22 wi thin his scope of know edge.

23 MR, FRIEDVAN. He's already answered. Move
24 on.

25 COMM SSI ONER POLMANN: | think a question was
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1 asked and answered. | -- I'mnot exactly sure what
2 the question was. So, it wll -- it wll be dealt

3 with fromthe record.

4 BY MR SM TH:

5 Q There's sone questions about the risk of -- of
6 a profit-sharing plan. The reference to the Florida

7 Keys Aqueduct that's already -- is the Florida Keys

8 Agqueduct Authority another utility?

9 A Yes, they are.

10 Q Is there their plan guaranteed by their

11 rat epayers?

12 A Yes, it is.

13 Q Goi ng to SafePoint, which was the insurance
14  questions, there was sone discussions about the -- the
15 limts of the policy. Have you received the limts of

16 the policy?

17 A No.

18 Q Do you know i f paynent for the limts of the
19 policy is forthcomng any tine soon?

20 A No, | do not.

21 Q Do you know if it's going to cone in the next
22  year?

23 A No.

24 Q Going to Exhibit 119 and -- and Exhibit 120,

25 I f you could, turn to 120, the |ist of potential
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1 connections. \Wen that -- when the project contenpl ated

2 in Exhibit 119 is conplete, does this nean that all of

3 these units wll connect?
4 A No.
5 Q In your experience, does the availability of a

6 connection nmean that a custoner connects?
7 A No, it certainly doesn't.
8 Q Ckay. | want to focus on one custoner in

9 particular, M. Fanning. Can M. Fanning connect ri ght

10 now?

11 A If he was so inclined to.

12 MR, HETRI CK: Excuse ne, M. Chair. Could I
13 ask the witness to -- could you ask the witness to
14 speak into the m crophone? W can't hear --

15 COMM SSI ONER POLMANN:  Yeah, | was just going
16 to say, M. Johnson, can you nove the m crophone
17 cl oser, please?

18 THE WTNESS: |'msorry.

19 COMM SSI ONER POLMANN:  We're -- we're having
20 little bit of difficulty.

21 MR, SAYLER: (Objection. | believe this is

22 outside -- this is actually just pure direct

23 exam nation of this witness using the County's

24 exhibit. They were not asking about the various
25 peopl e who nmay or could not connect.
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1 MR SMTH  They -- they asked, is this the
2 group of people that could connect after this work
3 Is conpleted. | think it is directly wwthin the
4 scope. And | can guarantee you they're going to
5 nmake the argunment we should inpute all these people
6 to be connected --
7 COMM SSI ONER POLMANN:  Wel |, | don't know what
8 their argunent is going to be. | would sinply say
9 " mrecognizing M. Sayler's objection to not go
10 t hrough di scovery, is ny concern. |If you can focus
11 your questions, recognizing the nature of the
12 objection -- | think you understand it better than
13 | do.
14 MR SM TH. Certainly.
15 BY MR SM TH:
16 Q You were asked a question as to are these the
17 people that will be connected after this initial work
18 agreenent was -- is conpleted. Do you recall that
19 testi nony?
20 A Yes, | do.
21 Q Ckay. Can you -- can you identify if all of
22 these custoners can connect --
23 MR, SAYLER: (Objection. These aren't
24 custoners. They are not --
25 MR SM TH: Future custoners.
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

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



297

1 MR, SAYLER: Ckay. Future custoners.

2 THE WTNESS: These future custoners coul d

3 connect, if they wanted to.

4 MR, SAYLER: | can't hear you.

5 COMM SSI ONER CLARK:  His mc doesn't work.

6 (Di scussion off the record.)

7 (Si nmul t aneous speakers.)

8 BY MR SM TH:

9 Q Are there any custoners, future -- future

10 custoners that the -- upon conpletion of the work, wl|
11 not connect?

12 MR. SAYLER:  Specul ati on.

13 M5. HALL: Calls for specul ation.

14 COW SSI ONER PCLMANN:  You want to rephrase
15 t hat ?

16 BY MR SM TH:

17 Q You -- you want ne first to identify -- do you
18 know each one of those custoners on the -- future

19 custoners on this list?

20 A Yes, | do.

21 Q Are you famliar wiwth the property of each
22 custoner on this list?

23 A Yes, | am

24 Q Are you famliar with what is devel oped on
25 each one of those property -- properties of each of
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1 those custoners on this list?
2 A Yes, | am
3 Q Ckay. Based on your know edge and experience
4 dealing with these future custoners, can you identify if
5 any of these custoners are not devel oped or wl|
6 not conn- -- cannot connect or -- or do not have
7 devel opnent to --
8 COW SSI ONER PCLVANN:  That was - -
9 MR, WWRI GHT: (Qbj ection.
10 COW SSI ONER PCLMANN:  -- pretty convol ut ed,
11 “"Are you famliar wth."
12 MR SMTH Let's -- let's --
13 MR WRIGHT: It's not just the question. |
14 object that it calls for speculation as to what a
15 particul ar person mght do in the future.
16 MR, FRIEDVAN.  Well, you specul ated that he
17 was goi ng to connect; that all these were going to
18 connect. What's the difference?
19 MR SMTH | think -- what | see happening is
20 they're going to -- their -- their position --
21 COMM SSI ONER POLMANN: | don't know what
22 they're going to do. And | don't think you know
23 what they're going to do. | understand.
24 MR. SMTH: They have taken the position in
25 the pre-hearing order that they nust match the
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1 revenues to the custoners online, and they have

2 t aken --
3 COMWM SSI ONER POLMANN:  Yes, | agree with that.
4 MR SMTH -- the position that these 80
5 custonmers will be online by the tine the test year
6 isin effect. The -- the reality that I'mtrying
7 to get out of this -- fromthis witness, after they
8 brought forth that they would connect, is that, if
9 we go through this list and actually go through
10 each item we can identify what is there. And he
11 stated he has direct know edge of what is at each
12 custoner's property.
13 COMM SSI ONER POLMANN: | think you' ve set the
14 precedent for a -- predicate for continuing the
15 guestioning. Let's try to rephrase what you j ust
16 asked. | -- you asked a question that had a whol e
17 lot of this, this, this, or this at the end, so --
18 MR SMTH And | --
19 COMWM SSI ONER POLMANN:  -- narrow up this
20 question and we'll see if we can get it through
21 t hat .
22 COMM SSI ONER FAY: Can | just nmake one point,
23 M. Chairman? | know --
24 COMM SSI ONER POLMANN:  Conmi ssi oner Fay.
25 COMM SSI ONER FAY: | know you had nenti oned,
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1 at 5:30, we wanted to start getting the room set

2 up --

3 COW SSI ONER POLMANN:  Yeah, we're now at

4 5:35. How many nore questions do you have,

5 M. Smth?

6 MR SMTH If | can just ask about three

7 guestions on this, that would be -- that would be a
8 good pl ace to stop.

9 COW SSI ONER PCLNMANN:  Hopefully, it's three
10 guestions that don't have 19 objections.

11 MR SMTH No --

12 MR WRIGHT: Comm ssioner, if | may just

13 ask -- | apologize. | had to | eave the room

14 briefly. Wich exhibit are you -- is M. Smth --
15 I's he on 1207

16 MR SMTH  120.

17 MS. HALL: 120.

18 MR, WRIGHT: Ckay. Geat. Thank you.

19 BY MR SM TH:

20 Q Let's -- let's focus on Tinothy Keating and
21 Scott Oropeza, 5.84 EDUs. Can you explain what's at

22 that property currently?

23 A It is a property that is workshops. There

24 are -- an estate-sal e business, sone contractors -- |

25 think we're losing the battery. Sone --
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1 COMWM SSI ONER POLMANN:  Here why don't we take

2 that off the stand.

3 (Di scussion off the record.)

4 THE W TNESS:. Gkay. There's sone contractors
5 who work out of that office.

6 BY MR SM TH:
7 Q Is it -- are you aware of whether the EDU
8 count is for -- is for the current, existing

9 devel opnent ?

10 A The 5. 84 EDUs?

11 Q Yeah.

12 A (Exam ni ng docunent.)

13 Q Are you aware of whether they're planning to

14 redevel op?
15 A "' msorry?
16 Q Are you aware of whether they're planning

17 redevel op?

18 A There is future plans to redevel op.
19 Q How do you know t hat.
20 A Greg Oropeza, representing this property,

21 contacted the utility saying that he was going to

22 redevelop it at sone point in the future. He did not
23 specifically state when.

24 Q Going to the Fanning property, are there

25 currently 15 nobile hones | ocated on that property?
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1 No, there are not.
2 Wy ?
3 A Wl l, whatever was on that property, prior to
4 I rma, has been reduced by a few There are not 15 units
5 on that property today.
6 Q Are you aware of code-enforcenent proceedi ngs
7 against M. Fanning to connect to the utility?
8 A | don't know what the code-enforcenent case is
9 at this point. [|I'mnot aware.
10 Q s -- is there one?
11 A | -- I don't think so.
12 Q Al right.
13 MR, SAYLER: Conm ssi oner Pol mann? The
14 guestion | had --
15 COMM SSI ONER POLMANN:  Yes, M. Sayler.
16 MR, SAYLER: Yes. He is going off talking
17 about the future of the Oropeza property. And it
18 sounds like it's set for redevel opnent and his
19 personal know edge of what it m ght redevelop to.
20 And it may be nore than 4.5 EDUs; it may be |ess
21 than that.
22 And if he's trying to show, for the record,
23 that it's going to be re- -- redevel oped, and this
24 Comm ssion shouldn't rely upon the 4.5 EDUs, it
25 m ght be hel pful for the Comm ssion to know, as
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1 part of the matching principle, how many EDUs

2 M. O opeza plans to redevelop it for.

3 COMWM SSI ONER POLMANN:  |'' m begi nni ng to wonder
4 I f we're discovering new information here by

5 W t ness testinony.

6 Ms. Helton?

7 MR SMTH | -- I'm-- I'"'mready to just nove
8 on. | just have one nore question as to -- as to

9 just this role -- this entire thing generally.

10 BY MR SM TH:
11 Q Do you know if these units have already been

12 put in place on the tax roll?

13 A | believe they have.

14 Q Going to the exhibit that is the Stock Island
15 Apartnents property record -- it's 118. Can you turn to
16 Page 3.

17 A What exhibit was that?

18 COMM SSI ONER POLMANN:  When this thing is

19 done, we're stopping.

20 Q Page 3, what property is that?

21 A Sunset Mari na.

22 Q Ckay. How many neters services Sunset Marina?
23 A There is an eight-inch and a two-inch.

24 Q kay. |Is there redevel opnent going on at

25 Sunset Mari na?
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A Yes, there is.

2 Q Are there going to be any new FKAA neters at
3 Sunset Marina after redevel opnent is conplete?
4 A No.
5 Q Ckay. Stock Island Apartnents -- is that on
6 south Stock Island?
7 A Yes, it is.
8 Q Is the Sunset Marina in the City of Key Wst?
9 A Yes, it is.
10 Q s Stock Island Apartnents in an
11 uni ncor porat ed county?
12 A Yes, it is.
13 Q kay. | know we tal ked -- Chairman C ark
14 [sic] tal ked about 23 mIlion being approxi mately 500
15 apartnents. Do you know of any apartnent conplex in
16 Stock Island that's 500 apartnents?
17 A | don't.
18 Q Do you know any over 4007
19 A | don't.
20 Q Do you know any over 3007?
21 A | don't.
22 Q Ckay. Do you -- do you believe it's fair that
23 Stock Island Apartnents is between 100 and 200 units?
24 MR WRIGHT: | have to object that that is a
25 | eadi ng question, Comm ssioner.
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1 COMM SSI ONER POLMANN:  Sust ai ned.
2 MR SMTH | know --
3 MR WRIGHT: | don't -- | don't have any
4 objection to the informati on as to how many
5 apartnments there are there comng in, in an
6 appropriate way, but that's a | eadi ng questi on.
7 COW SSI ONER PCLMANN: | agr ee.
8 MR SMTH | -- 1 wholly -- wholly
9 under st and.
10 BY MR SM TH:
11 Q Approxi mately how many units do you believe
12 are at the Stock Island Apartnents on South Stock
13 | sl and?
14 A Less than 200.
15 Q Six mllion -- okay. Chairman Pol mann tal ked
16 about sonetines where you go out after you do not get
17 acceptable bids. Ws the -- was the concrete pad for
18 the generator an exanple of that?
19 A Yes, it was.
20 Q Chai rman Pol mann tal ked about m ni num staffing
21 in the operator permt. Can you expl ain what SCADA is?
22 A SCADA i s Supervisory Control and Data
23 Acquisition. |It's a conputerized systemthat all ows
24 operators and other staff to control the systemoff-site
25 and to view the systemoff-site.
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1 Q Ckay. Does that reduce the anmount of m ni num

2 staffing that you're required to have on-site?

3 A Yes, it does.
4 Q How does it do that?
5 A In our permt, it reduced our staffing from 16

6 hours a day, seven days a week to our current staffing
7 | evel , which is eight hours a day, five days a week,

8 during the weekdays, and two weekend visits.

9 Q So, rough math, that's reduced it over half of
10 your staffing |evel?

11 A Yes.

12 Q Going to the Evoqua Engi neering costs, you

13 said it was approximately 20 percent to create the bids.
14  \What was that cost in a dollar value?

15 A The anount of engineering design and tine to
16 create those dinensional draw ngs, put the bid package
17 together, was 174,000, according to the engineer's

18 estimate. And then, there would be additional expense
19 for construction engineering and i nspection of between
20 40 and 50, 000.

21 Q Going to Exhibit 122, which is the excerpt

22 fromthe Order No. PSC-06170-A -- and if you could, just
23 turn to Page 37. And do you recall a question being

24 asked about can you give other exanples of -- of

25 utilities that have been in four-year recoveries for
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1 hurri cane expenses? Can you go to the last ful
2 paragraph and read those first -- that first sentence?
3 A "The Comm ssion has approved recovery periods
4 of two to three years in sone of the recent storm danage
5 cases for the electric and gas utilities; however, the
6 appropriate anortization" --
7 Q Just that first sentence. Thank you.
8 COMWM SSI ONER POLMANN:  We're about to wap up.
9 MR SMTH That's all the questions | have.
10 Thank you.
11 And at this juncture, | would nove the
12 exhibits into the record, CAJ-1 through CAJ-24.
13 M5. HELTON: | believe those have been
14 identified as Exhibits 3 through 26 on the
15 conprehensi ve exhibit |ist.
16 COW SSI ONER POLMANN:  Yeah, we've -- we've
17 identified the witness exhibits in the
18 conprehensi ve exhibit |ist.
19 M5. HELTON: Yes, sir.
20 COMWM SSI ONER POLMANN:  And we noved the entire
21 [ist in.
22 M5. HELTON:. We -- we can nove 3 through 26,
23 whi ch are the exhibit nunbers that were given to
24 CAG -- J-1 through CAJ-24.
25 COW SSI ONER PCLVANN:  Ckay. We'll nove those
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1 into the record at this tine.

2 (Wher eupon, Exhibit Nos. 3 through 26 were
3 admtted into the record.)
4 MR. SM TH: Thank you.
5 COMM SSI ONER POLMANN: M. Sayl er.
6 MR, SAYLER: Public Counsel would |like to nove
7 Exhibits -- hearing Exhibit 114, 115, 116, and 117
8 into the record.
9 COW SSI ONER POLMANN: 114, 115, 116, 1177
10 MR, SAYLER: Yes, sir.
11 COMM SSI ONER POLMANN: W' || nove those into
12 the record at this tine.
13 (Wher eupon, Exhibit Nos. 114 through 117 were
14 admtted into the record.)
15 MR WRI GHT: Monroe County, Conm ssioner,
16 woul d nove Exhibits 118, 119, and 120.
17 M5. MAPP: Staff would object to the entrance
18 of Exhibit No. 118. The witness clearly stated
19 that this was not the Stock Island Apartnents that
20 he testified to.
21 Additionally, while Page 2 of the exhibits is
22 about Stock Island Apartnents, on redirect, the
23 Wi tness stated that the picture was actually of
24 Sunset Marina. So, the exhibit, as it's currently
25 conpiled, is msleading and should not be entered
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1 into the record.

2 MR, WRI GHT: Conm ssioner, we would rel abe

3 it, but M. Smth inquired about the wtness and

4 di scussed specifically the neter configuration at

5 the property. And accordingly, | think this is

6 appropriately adm ssible in light of the subsequent

7 redirect.

8 COW SSI ONER PCLMANN: M. Wight, | noticed

9 you were surprised to find out that it wasn't what
10 you thought it was; however, | think, on redirect,
11 it was clearly identified. And in fact, was -- the
12 W t ness was asked questions about it and -- and

13 provi ded substantive infornmation about it.

14 Ms. Helton, on that basis, I"'minclined to --
15 to nove it in. | will note staff's objection to

16 it, but I think there was neani ngful discussion on
17 it. For whatever value it is, we'll give it the

18 weight that it's due. |Is that appropriate? Unless
19 you advi se for further consideration.

20 M5. HELTON: | think that's appropriate. |

21 think that | -- prior to M. Smth's cross-

22 exam nation -- or direct -- redirect exam nation, |
23 woul d have agreed with Ms. Mapp, but | believe that
24 it's now clear what that --

25 COW SSI ONER POLMANN:  Yes.
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M5. HELTON: -- exhibit is.

COMM SSI ONER POLVANN:  All right.

MR WRIGHT: And if | could, I would suggest
that we relabel it to refer to Sunset Parcels.

MR. FRI EDMAN:  Sunset Mari na.

MR, WRIGHT: Sunset Marina is fine wth us.
So, we would strike "Stock |Island Apartnents, LLC "
and -- and replace that with "Sunset Marina." |Is
that acceptable to ny coll eague, M. Smth?

MR SMTH | --

M5. MAPP: | would say if you add "Sunset
Marina" and "Stock |sland" because the first page
I's Stock Island.

COMM SSI ONER POLMANN:  Wth that objection,
we're going to go with what Ms. Mapp just stated on
the record. GOkay. 118, 119, and 120, with the
not ed changes --

MR, WRI GHT: Thank you. Thank you.

COMM SSI ONER POLMANN:  -- and the description
on 118.

M5. MAPP: And staff would just note for the
record, on Exhibits 119 and 120, that these
exhibits were created and/or executed in March of
2018, well after the utility filed -- M. Johnson

filed his direct testinony in Novenber of 2017. W
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1 just want that noted for the record.

2 COW SSI ONER POLMANN:  So not ed.
3 (Wher eupon, Exhibit Nos. 118, 119, and 120
4 were admtted into the record.)
5 COMW SSI ONER POLMANN:  Staff, you have
6 exhi bits?
7 M5. MAPP: Yes. Staff would nove to enter
8 into the record Exhibit Nos. 84, 85, 86, 89, 90,
9 91, and 92, as well as 121, 122, 123, and 124.
10 MR. SAYLER:  Public Counsel --
11 COMM SSI ONER POLMANN:  Okay. Hol d- --
12 hol di ng 121 through 124 -- you said 121, 122, 123,
13 and 1247
14 M5. MAPP:  Yes.
15 COMM SSI ONER POLMANN:  Hol di ng those for a
16 second, the -- the other nunbers you identified
17 were in the conprehensive exhibit |ist.
18 MR. FRIEDVAN.  Wul d you go through them one
19 nore tinme?
20 M5. MAPP: We're -- the exhibits handed out in
21 cross, we'll enter -- we'll request for those to be
22 entered first. Those are exhibits |abel ed
23 No. 121 --
24 COMW SSI ONER POLMANN:  Hol d on.
25 MS. MAPP:. 122, 120 --
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1 COW SSI ONER POLMANN:  No. M. Friednan, were
2 you tal ki ng about the conprehensive exhibit list?
3 MR. FRIEDVAN: Yes. She just went through
4 themso fast, | couldn't catch up.
5 COW SSI ONER POLMANN: | know. Me, too.
6 MR. FRI EDVAN:. | apol ogi ze.
7 COW SSI ONER PCLMANN: Pl ease read what you
8 have in the conprehensive exhibit |ist.
9 M5. MAPP: W would like to enter 121 --
10 COW SSI ONER POLMANN:  No.
11 MR. FRIEDVAN:  No --
12 M5. MAPP:. Oh. The original -- 84, 85, 86,
13 89, 90, 91, and 92.
14 MR, SAYLER: Conm ssioner --
15 MR, WRIGHT: We'll continue our objection. |
16 just want to note it for the record. Thank you,
17 Conm ssi oner.
18 COMWM SSI ONER POLMANN:  So not ed.
19 M. Sayl er.
20 MR, SAYLER: Yes, Conm ssioner Pol mann, Public
21 Counsel woul d object to the adm ssion of 84, 85,
22 86, 89, 90, 91, and -- is it 92?
23 For the reasons we stated before, we note
24 that, with the exception of naybe staff -- or
25 Interrogatory No. -- well, one of the questions,
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they didn't ask any cross-exam nation of any of

t hose exhibits. And for that and the other reasons

we stated, we object to themgoing into the record.

MR, WRI GHT: Conm ssioner, just for clarity,
we object to all those exhibits in the set nunbered
84 through 92. Just don't want there to be any
anbiguity. Thank you, sir.

COMWM SSI ONER POLMANN:  Thank you, gentl enen.

Is there anything | need to add --

MS. MAPP: No --

COW SSI ONER POLMANN:  -- Ms. Helton? W're
noti ng those objecti ons.

M5. HELTON: Yes, sir. And | -- | think at
this point in tinme, you can rule on those
objections. And if it is your pleasure, | would
recommend that you admt those exhibits into the
record of this proceeding.

COW SSI ONER POLMANN: W will admt all of
the -- and we'll get to Ms. Mapp in a second.
Everything that has been identified up to this
point, we're admtting into the record, with the
obj ecti ons not ed.

Ms. Mapp, you have 121, 122, 123, 124 that
were previously identified, wth the descriptions.

M5. MAPP: Yes, we would like --
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1 COMW SSI ONER POLMANN:  And we will nove those
2 into the record at this tine.
3 MR WRIGHT: Again, will you please note our
4 objection to 123.
5 COMM SSI ONER POLMANN:  So not ed.
6 MR WRI GHT: Thank you, sir.
7 (Whereupon, Exhibit Nos. 84, 85, 86, 89, 90,
8 91, and 92, as well as 121, 122, 123, and 124 were
9 admtted into the record.)
10 COW SSI ONER PCLMANN:  Any ot her comments,
11 objections? W are way over tine. Ckay.
12 M5. CRAWFCORD: Staff would recommend that this
13 W t ness be excused with respect to his direct
14 testinony. He'll be returning for rebuttal.
15 COW SSI ONER PCLMANN: M. Johnson, thank you
16 for your tine today. W'Il|l see you when we see
17 you.
18 THE W TNESS: Thank you.
19 COMWM SSI ONER POLMANN:  Don't go too far.
20 W are in recess until tonorrow. W' re not
21 com ng back tonight, are we?
22 MR. FRI EDVAN:  You nean recessing the
23 techni cal part.
24 COMW SSI ONER POLMANN:  We are recessing the
25 technical part until tonorrow, which we will pick
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1 up after tonorrow norning's custoner hearing --
2 custoner service hearing which we are about to

3 commence in six, seven, or eight m nutes.

4 (Di scussion off the record.)

5 (Transcript continues in sequence in Vol une

6 3.)
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