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1 •aocBBDI.G8 

2 (Tranacript continues in aequence from 

3 Volwae 4.) 

4 COXKI88IO .. a Daaao•a Call the hearinq back 

5 to order. 

6 

7 

8 

g 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Ka. GA~LI.I call Mr; Elliot to the stand. 

JAD8 •• •LLIM 

was called as a witness on behalf of Gulf Utility 

Coapany and, having been duly sworn, testified aa 

follows: 

BY D. GA~LI•a 

Q Mr. Elliot, have you been aworn? 

& Yea, I have. I'm tryinq to figure how to 

9et this aicrophone on. 

Q It aounda like it'• on. 

& 

Q 

You have been sworn? 

Yea, air. 

But you have not testified today; ia that 

21 correct? 

22 & That's correct . 

23 Q Would you pleaae atate your name and 

24 addreaa? 

25 My name is Jaaea P. Elliot. My busineas 



1 addre•• ia 1334 Lafayette Street in Cape Coral, Post 

2 ottice Box 1321, 33910. 

695 

3 Q Have you prepared teatimony consisting ot 15 

4 page• tor presentation thia afternoon? 

5 a Yea, I did. 

6 Q Do you have any change• you wish to make to 

7 that testimony? 

8 a Yea, I do. 

9 Q would you tell us? 

10 a On Page 3, Line 18, there is a typo on that 

11 line. It should aay Three Oaks WWTP or wastewater 

12 treatment plant, as opposed to the WTP. And also 

13 I'd alao like too delete one ot the exhibit pages in 

14 JPB-2, aheet 8 ot 11. 

15 Q Sheet 2? 

16 a Sheet 8 ot 11 in Exhibit JPE-2. 

17 Q 'l'o delete it? 

18 a Yea. That's tire flows taken from the 

19 course ot the Utility Company•• system. 

20 IIR. UILL~I Excuse me. Your first 

21 correction waa a typo on Page 3, line what now? 

22 WI~88 •LLIOTa Line 18. It raters to the 

23 Three Oaks W'l'P. It should be --

24 IIR. DILL~ I Another W. 

25 WI~88 .LLIOTI -- W. 



1 

2 Q 

D. DILL 'II Okay, thanks. 

(87 ~. Gat1iD) Does that complete the 

3 additions or corrections? 

4 

696 

5 Q With those corrections, it I were to ask you 

6 thoae questions today at this hearing, would your 

7 answer be the same as set torth in that prepared 

8 testimony? 

9 A Yea, they would. 

10 CODI88IODR CLAit&l Mr. Gatlin, I have a 

11 question. I thought tor Mr. Biddy's testimony he 

12 deleted testiaony on the infiltration and inflow? 

13 a. G&~LI•a Yes. 

14 COKMI88IODR CLAJt&a And are you deleting 

15 that aame teatiaony? 

16 Ka. G&~LI•a We haven't, but we should. 

17 COKMI88IODR CLAJt&a Okay. I think it's on 

18 Page 11 and Page 12. 

19 WI'IIIJI88 •LLI~a Yes. Beginning on Line 7 

20 of Page 11, the question and then the following 

21 through -- answer which ends up on Page 12, Line 3, 

22 delete that also. 

23 Q (87 ~. Gat1iD) All right. Now, would 

24 your answers be the sama? 

25 

WLORIDA PUBLIC 8BRVI~ COMKI88IO• 
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1 KR. G&~LI•• May we have this inserted into 

2 the record as though read, Mr. Chairman? 

3 CODI88IODa DIUO.I Yes. Without 

4 objection, it shall be so inserted. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Q car Mr. Qat1iD) Attached to your testimony 

are aoae exhibit•, correct? 

& That's correct. 

Q And there are how aany now? 

& 7. There'• still 7 exhibita. We just 

deleted one aheet ot one ot the exhibits. 

Q JPB-1 is Rule 62-600.41 F.A.C. JPE-2 is 

aarqin reaerve. JPB-3 is Rule 62-55.315 F.A.C. JPE-4 

ia the enqineerinq design information, definitions, 

net poaitive auction head repumping systems. JPE-5 is 

pumpinq atorage tank diagrams. JPE-6 is Lee County 

Land Development Code, Chapter 10, Article 3, Division 

5, Fire Satety. And JPB-7 is January 14, 1997 tire 

pluq teat results, San carlos tire district DEP 

peraita. Are those your exhibits? 

& That'• correct. 

21 KR. G&~LI•• May we have those identified, 

22 Mr. Chairman? 

23 COMKI88IO .. a DBABO•a Yes. Composite 

24 Exhibit 36. 

25 (Composite Exhibit 36 marked tor identification.) 
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1 Q. PI.t:ASE STATE YOUR NAMJ: AND BUSINESS ADDRESS 

2 A J~me~ P. Elliott. 1334 Lafayette Street, Cape Coral. Florida, 33904 

3 Q. BY WHOM AU YOU EMPLOYED AND IN WHAT CAPACITY? 

4 I am employed by Source, Inc., an enaiDeerina and Plannins finn. u Prelident. 

s Q. PLEASE DISCIUBE YOUR EDUCATIONAL .AND PROFESSIONAL 

6 BACKGROUND? 

7 A I am a gnduate enaP-r with a Bacbelor of Science depee in Civil EDgineerina 

8 from KaDiu State Uaivenity in 1968. I am a resiJterec1 Professional Ensinoer in 

9 Florida and DliDoia. Prior to foundiDa Source, Inc. in 1979, I wu employed for 

10 four,_.. with BliCk Crow and Eidnea•'CH2M Hill (•CH2M Hill•) in 

11 GaiDesville, Florida. At CH2M Hill, I wu the Construction Service Manlger for a 

12 wide variety of water and wutewater projecu in Florida. Prior to joinins CH2M 

13 Hill, I worked for Greeley and Hanlen in Chicaao for five yean u a design 

14 engineer, project ,.,...., and relideat qineer on water and wutewater 

IS treatment projectl. 

16 Q. ARE YOU A MEMBER OF .ANY PROFJ:SSIONAL SOCO:TIES OR 

17 AF'FILIA 110NSf 

18 A Yes. I am a member oftbe American Society of Civil Engineers, Americ.an Water 

19 Works Allociation, Florida £nainoerina Society, National Society of Professional 

20 Bnainoen. Water EnYiroomeat Federation. American DeuJtina Auociation, and 

21 the Soutbeut Deultiog AMOC:iation. 

22 Q. BA VE YOU PREVIOUSLY TESTIFIED BJ:FORE TilE FLORIDA 

23 PUBLIC SERVICE COMMISSION OR .ANY OTIIER REGULA TORY 

24 BODY? 

25 

2 



1 A Yea. I te.ai&ed iD three ldminimuive beuiDp relatiDa to Florida Department J. 0 0 

2 

3 penni~ iuuel. I allo te.ai&ed before tbe Commiuion on bebalfofSouthem 

4 States iD Docket No. 920655-WS ad Docket No. 950495-WS. 

5 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY! 

6 A The purpo10 of my teltimoay is to rebut certain portions of the direct testimony of 

7 Office ofPublic Coulllel (•oPC~ witDell, Mr. Ted L. Biddy, and the testimony 

8 of Florida Public Savice Commiuion (PSC) witDell, Thomu M. Beard. 

9 Specifically, I will rebut 10me ofthe comments and auumptions made by Mr. 

10 Biddy ad Mr. Bard. 

11 Q. ARE YOU FAMILIAR WITH GULF VTILITY COMPANY'S WATER 

12 AND WASTEWATER SYSTEMS? 

13 A Yea. lam intimately famjlier with Gulf Utility Company• a water and wutewater 

14 treatment facilitiel includina well fielda, tranlmiuionldiltribution piping systems, 

1 5 reuse facilities, collection systems and sewaae pumping stations. Source, Inc. has 

16 provided contimaina enaineerina services to Gulf Utility Company and ita 

17 predeceuor, San Carlos Utilities, Iince 1978. I am the Ensineer of Record for the 
\NitJif 

18 San Carlos WWTP, the Three Oab-w'PP, the U.S. 41 Cuades water booster 

19 raervoir and pumpina statioa, and tbe Corbc:rew water booster reaervoir and 

20 pumpins station, u well u numerous wutewater coUectionltranamission system 

21 extenaions and water trananiuion mains within the Gulf Utility Company system. 

22 Q. DO YOU AGREE THAT A MARGIN RESERVE SHOULD NOT BE 

23 INCLUDED IN USE AND USUUL CALCULATIONS AS STATED BY 

24 MR.BIDDY? 

25 

3 
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No. A 1D11Jin ....w ia nece~~~ry due to tbe ecooomic beoeftt of the utilities 

COIIIidendoaa. The marain l'elei'W allows tbe utility to achieve some portion of 

ecooomy ofiCIIe bcoe&t. If no marain re~e~ve ia allowed u Mr. Biddy aageata, 

then tbe utility ia forced to operate very dole to the capacity limits at eadl facility 

....w could .wt in cimun•ancea in the utility system such u : inability to meet 

fire demand. low water pressure, inaufficieat chloriDe contact time. insufficient 

treatment ofwat« aDd/or wutewater, inaaflicient eftluent atoraae or diapoaal 

capacity, that can result in conoection moratoriums. Without applyina a JDarBin of 

reserve, tbe utility ia forced into a contiDual desip. permittina and construction 

sequence that involvea almost contimJOua wort and review by several entities 

including ensineen, replatory penoaoel. inspecton and others. Thia continual 

effort would certainly iDcreue coati to the utility and its customers. Thia is 

definitely the cue with Gulf Utility' a 1bree Oab W WTP. The master plan for this 

facility wu drMm by the FPSC Uled and Uaeful PoUcy which neceuitated several 

dNip. per mitt ina IDd COilltruetion Iince 1988 when the fint pbue of thiJ facility 

Utility Compay and could have been avoided with a reuonable aUowance for 

JDarBin reserve. DEP rules, in concept. require that utilities provide JDarBin 

reserve. Specifically, DEP Rule 62-600.405 titled •Piannina for Wastewater 

Facilities Expanaion• states: 

4 



1 The pauiUee lball provide for tbe timely plannina. design and 
702 

2 COIIIUUCtion of wutewater facilities necea11ry to provide proper 

3 tr-tnwwtllld nwe diJpoll1 of domestic wastewater. 

4 A ICbedule of expanlion activities is anbodied in the rule. This schedule stipulates 

5 that iftbe C..,.aty ADalyliJ Report (CAR) indicates that leu time than five yean 

6 of capiCity remains in a wastewater treatment facility, then planning and 

7 prelimiDuy delip oftbe expansion must be initiated and documented in a siped 

8 and sealed ltatement provided by a professional ensineer. If less than four years of 

9 capacity remain, then tbe CAR must include a siped and sealed statement that 

10 engineerina piiDs llld lpiCifications for the next expansion have been completed. 

11 If less than three yean of capacity remain, a completed construction permit 

12 application IIIUit be filed with DEP. And if leu than six months remain , an 

13 application for an operatiDa permit for tbe newly expanded facility rnuJt be 

14 IUbmitted. Once tbe CAR identifies that less than five yean of wastewater plant 

15 capacity remains, tbe rule stipulates a process to follow that iJ inteoded to ensure 

16 tbe ficility expansion iJ completed in a timely manner which iJ always less than 

17 five yean. A copy of Rule 62-600.405 is attached u Exhibit JPE-1 . 

18 A ~year IDII'JPn raerve for wutewater and water ticilities iJ necasary to 

19 enable tbe utility time to complete tbe expansion process. The purpo1e of Rule 

20 62-600.405 is to ensure that at leut a five-year 11111Jin reserve of capacity or that 

21 the expanlion proceu iJ in progreu. TypicaUy, tbe expansion process includes tbe 

22 followiaa elemema: (1) ao1icit ensineerina propoula and negotiate enaineering 

23 contract~; (2) preliminary ensineerina and plannina; (3) lite aurveyin& (4) existing 

24 facilities evaluation; (S) land acquisition and/or oegotiation of reuse asreementJ; 

25 (6) preliminary -aiDeerina desip; (7) r -:ning; (8) final deaian; (9) DEP-HRS 

5 



1 pel"lllillina; (10) local pernmeot permittina; (11) biddina; (12) leCUJ'e financing; 7 0 3 

2 (13) ...,aate c:oaltrUctioo contract; (14) ticilitiel CODitrUCtion; {IS) preparation 

3 of opendioa IDd maintenata """'•'•; (16) performaDce testing; ( 17) completion 

4 certificatioD doai!'Wita aod record drawiDg pnpuation; aod (18) startup/ 

S acceptuce procedure. In my experieDce with Gulf Utility Company aod other 

6 utility clieatl, tbe expanaion proceu can take a aipificant portion of tbe five-year 

7 period. It is obvious tblt DO marain raerve or iDidequate margin reserve 

8 allowance would preclude aufficient time for utilitiea to complete a prudent 

9 expenmoa procea. OverlappiDa expuaion intavalJ do not make replatory or 

10 economical~en~e. lftbe Commiuion accepu Mr. Biddy' a auertion that margin 

11 reMrVe be dilcouated totally from tbiJ cue, tbe utility' a ability to provide 

12 cost-effective safe aod reliable service to ita cuatomers is, at the very lout. 

13 jeopardizat. 

14 Q. DO YOU BA VE ANY COMMENTS ON THE ONE MILLION GALLON 

IS RJ:.JECT BOLDING TANK AT THE CORKSCREW WTPf 

16 A Yea. Tbe CODCeDtl1de boldiDa tank to be coDJtruc:ted at the Corkscrew Water 

17 TRill meat plaat lite nprueata part of the cost-eft'ective fadlitiea bein& devdoped 

18 to provide IUflic:ieat blendina of concentrate eflluent with wastewater eflluent for 

19 utilizatioD u en irriptioo 10UtCe at the VdJaaea ofCountry Creek aod the Vmea 

20 golf coune that provide the dispoul of these flows. The tank is being constructed 

21 

22 late start OD .... iDa IDd CODitruCaioa oftbe hoklina tank wu awaiq DEP'a 

23 decilioa to either approve tbe boldina tank or a deep injection diJposal well. 

24 When approval wu aivea It i•••nce of the operatiDj permit renewal for Three 

2s Oab WWTP Pbue m constructioo, whic:. cootro1a an eftluent dispoul. 

6 



1 "''iNeriaaltlrted. COIIItNCtion iiiCbeduled to 1t1rt in Flbruary, 1997. These 704 ~ 2 &dlitiellbould be CODiidered u a compoaent of rate bue. 

3 Q. DO YOU AGRU TBAT THE OLD TJUIEE OAKS WASTEWATER 

4 'I'IIEATMENT UNfi'S' COSTS BE TRANSFERRED INTO THE 

s ACCOUNT OJI' PLANT HELD JI'OR JI1JTl1RE USE AS RECOMMENDED 

6 BY MR. BIDDYf 

7 A No, I do aot. The old treatment taDb are a "CICOIII'Y element in the Three Oab 

8 WWTP 1JRX*1 to provide tbe required redlandlncy for on-line aeration and 

9 c:llriler Ullita. n.e U11ita are to be CODiidered 100 percent Uled and uJeful in dill 

10 they 11'0 DOC filii)' for ...ma compliance with DEP Rule 62-610 requirioa C1ua 

11 I reliabUity. Wbal tbe Three Oaks Pbue IV experwioa il complated. ooe oftbe 

12 old treatment taDb wiD be modified and COII\Wted for Ule u a flow equa1izatioD 

13 buin IDd tbe leCGGd tlllk Uled for eftluent ltonp. 

14 Q. DO YOU AGRU TBAT TBJ: COSTS JI'OR TilE SECOND CHLORINE 

15 CONTACI' CHAMBER AT TilE THREE OAKS WWTP SHOULD BE 

16 RJ:I.O JI'OR Jl'lJTVRE USE AS RECOMMENDED BY MR. BIDDYf 

17 A No, I do DOt. The ICICOIId cblorine contact chamber ila necesury element in the 

18 Three Oaks WWTP to provide required redundancy to tbe on-line chamber. ThiJ 

19 recood cbloriae contact unit abou1d be colllidered 100 percent Uled and uJeful u 

20 it it oecaury to urure compliance with DEP Rule 62-610 that requires Clau I 

21 reliability for this plant. 

22 Q. DO YOU BA VJ: ANY COMMENTS ON TilE JI'IRE JI'LOW 

23 REQUIREMENT APPIBD IN THE UTILITY'S USED AND USEFUL 

24 CALCVLA'OONSf 

25 

7 



1 A Fare flow is pnMded by Gulf'Utility Compuy 6ciJitiet tbrouabout the water 1 0 5 

2 arw.,.'IIMJaiDd diltribution ayttem to meet iNtamaneoua demudl incllldina 

3 peg lows IDd fire Iowa. Fare flow teltlue routinely conducted u 1 requirement 

4 oftbe Lee Couaty Dewlopment Stllldards OrdiDaDce in 1Upp011 of new 

S dewlopmeat. Tbe reaalt of leWII'II fire flow te1t1 are attKbed u Exhibit JPE-2. 

6 Q. DO YOU HAVE ANY COMMENTS ON TilE USED AND USEFUL 

7 DrratMINATIONS PREPARED BY MR. BWDY REGARDING THE 

8 WA'I'Eil SUPPLY WELLSf 

9 A Yes. Mr. Biddy bu nritiad the rationale that ooly that amount of water needed to 

10 IUpply tbe ay1tem It tbe projected mawimum day meets the Uled and useful 

11 criteria. He fbrtber alaiiDed that the San Carlos WfP would operate at capacity 

12 with the Corbcrew wrP IUpplemenriDa the rwnainina l)'ltem demand. He did 

13 DOt tab iato ICCOUIIt the di8ireot types of l)'lteml involved and their methods of 

14 operarioll. Furthermore, it appean that inlufticient allowance wu given to allow 

1 S for perceat of n;ect wat.- IDd bJeDdiDa water at the Corbcrew membrane 

16 10fteaiaa water tnll nJertt filcility. It is DOt economic:ally prlctical to ope ate the 

17 type ofmembraDe 10fteaiDa tnllmeot facility for lhon time intervalJ. Mr. Biddy 

18 alto doel DOt allow credit for ldditioDal wellJ to back up the wellJ in lel'Vice. 

19 AccordiDa to ~ Stalldarda for Water Worb,• Section 3 .2.1.2, • A 

20 minimum of two (2) IOUrcel of gouodwater lba1l be provided. • Paraarapb 

21 62-SSS.315 ofCblpter 62-555.315, J)lri8I'IPb (I), (copy encloled u Exhibit 

22 JPE-3) reinfoR:es the two (2) aource recommendation and makes it 1 requirement 

23 for permitrina by DEP. Furthermore. Chapter 62-SSS FAC req••'res that the utility 

24 utilize prudent plumina in the buiJ of design for the water IUpply and treatment 

2S facilities for providioa ldequate I«Yice for tft· duration of the Permit iuued 

8 



1 wbicb locll ... •letcwy apaeiel interpret u beiDa ftve (S) yean. The Uled and 1 0 6 

2 Ullfial requiremeatiiiiUit be in CODCert with accepted delip pi'ICtice and 

3 l'll'eletory ~ 

4 Q. COULD YOU COMMENT ON MR. BIDDY'S STATEMENTS RELATIVE 

S TO PINISBED WATDl STORAGE? 

6 A 

7 that ldditioaaJ IIJowaDce Cor emerpocy ltorlp due to the miJcoDceptioo that 

8 1t0np can be reduced due to UJe of maximum daily ftow (MD F) in delip of 

9 wella ad ti'"'"Wit pllm. It is ltlndard pnctice to provide emerpncy llOrlp 

1 o bued on an .......,., of risk and dearee of l)'ltem dependability. If emeraency 

11 1tor1p allowiDcelare llbitnrily diiCOUated or reduced u Mr. Biddy ••aat•. 
12 the c:oac:em il that the t.ltb, safety and welfare of the a~~tomer il being 

13 jeopllrclized. 

14 Q. MR. BIDDY INCLUDES A PROVISION FOR DEAD STORAGE IN GULF 

15 U'J'D.,JTY'S GROUND STORAGE TANKS. IS TIIEilE DEAD STORAGE 

16 IN GULF UTILITY'S GROUND STORAGE TANKS! 

17 A No. The Gulf Utility 8fOUDd 1t0np tanb wel'e CODitrUCted on level grade such 

18 that the ceoterline of the pumping units are ib)ve the bottom of tbe tanb. •Dead 

19 stonp• would indicate that a portion of tanhp would not be pumpable or 

20 available for UJe. Tbia is not the cue in the Gulf Utility faci1ities in that the 

21 pumpiDa l)'lteml in place have available suction bead capabilities to allow 

22 pumping the tab to ftoor level without exceeclina the allowance NPSH for the 

23 pumps. It il common practice in South Florida to delian l)'ltema similar to those 

24 in place. Storaae tanb are instaJied at srounct level to eliminate high coDJtruction 

25 COitl for compacted fill under the tanka. In tum. local and stat•: buildina codes 

9 
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Q. 

require tbe elec:trically eoqized equip..- be pllald lbove a minimum, 25-year 7 0 1 

8oocl plain wbicb, in South Florida, can be u much u five (S) to six ( 6) feet 

above DOnllll ..... 

Mr. Biddy, in his Exhibit TLB-2, did not include 29.3% or 838,000 pllona of the 

totalltorap wlume becau1e be determined tbia volume to be •dead• or 

•retention• stonp. This ltorap volume aut be included in UIOd and UlefW 

Clladatiou. Eadl of the 1tor1p IDd pumpiDa system~ have been designed to 

provide adequate beida at the pump IUCtiona; therefore, the ltorap volumes 

deleted &om Ulld and Ullft.d calc:ulatiou developed by Mr. Biddy lbould in no 

way be CODiidered u •dead• or •retention• 1t0r1p and deducted fi'om the 

available 1tonp volumea~ Exhibit JPE-4 (reprinted &om pump information 

IClCtioD of the Pemeu Pump cata1oa) provides explanations regarding the 

•cleftuitioa of' and •cleterminatioa of' net positive suction held. Alto attac:bed iJ 

Exhibit JPE-S, ....., I tJuouab 3, which depict papbically the suction bead 

conditions for the pump inltallationa within the utility's system. As tbele exhibits 

illustnte, eiCb inctaDatioo bu ldequate available suction preuure to completely 

dewater the ltOrlp tank. 

MR. BIDDY STATES THE FOLLOWING IN HIS TESTIMONY: 

•:uA GUIDELINES ARE NORMALLY USED ON GRANT 

APPUCATIONS JI'OR CONSTRUCI'ING MUNICIPAL WASTEWATER 

SYSTEMS. PRIVATE UTILITIES DO NOT BA VE GOVERNMENT 

FUNDING, SO 110: COMMISSION SHOULD NOT APPLY SUCH A 

LAX GUIDELINE IN THE USED AND USEFUL CALCULATION FOR 

REGULATED l1'IUITIES.. PRIVATE UTILITIES BA V£ TO ACHIEVE 

10 



1 BIGIIDl STANDAilDS TO PROVIDE RATES WHICH ARE 70B 

2 COMPARABLJ: TO MUNICIPAL WWTPS. • 

3 DO YOU AGRU wrrB THIS STATEMJ:Nn 

4 A No. There il DO buil to apply difl'ereat standard~ to municipal wastewater 

s systems and privately oWDed wutewater l)'lteml. Additionally, the used and 

6 uaefid coacept il DOt used by municipalities when •ettina their utility rates. 

7 Q. OU COMMENT ON MR. BIDDY'S STATEMENTS RELA 

A Gpfapllll)' bu Ul obliption to provide the best 

8 

9 

10 

11 . I feel that Gulf Utility Company . ltriving to meet 

12 and maintain tbia ~--1{1. 

requin1meata than thole Mr. Bi 

Company standard~ require that infi) 

13 

14 

15 

16 

17 

iustllled ablll Dal cxceocl 100 apdfmch Clllll.eter/mile of pipeline. Fwtbennore, 

GulfUtility Company sperJfiel that n*t•fti 

18 ftood-proae area to reduce the pOIIIibility 

19 to locate and reduce 

20 

21 

infiltration and inflow · 

22 Scbedule F-1 0 utewater ER.C • 3208) calculatioDJ reflect 

"" 0.673 MGD) and 

23 gpd/ERC. P pulation trends in Southwest Florida are slightly leu 

24 f'Midentiel unit, which would equate to a ftow of appro · 

25 within the Gulf Utility system. In my or inion, bued on my lcnowled of 

11 



1 

2 

3 

4 Q. AU TIU GULP UTILITY COMPANY'S WATER TREATMENT 

S PLANTS SIZED TO MDT INSTANTANEOUS DEMANDS LIKE FIRE 

6 PLOW AND PEAK HOUR DEMANDS? 

7 

8 

9 

10 

11 

A No. The San Carlot WTP and the Corbcrew WTP were designed to meet the 

muinl.lm day water ct.nand u a minimum delip requirement. Since the 

treltment capacities buia of design for tbele planu did not include instantaneous 

demanda, deductions for IUCh demands are not valid for inclulion in OPCa Uaed 

12 demand for water treahneot &cilitiea iJ in ICCOI'dance with design standards and 

13 DEP rules and replationa, u well u utility coDJtruction practice. 

14 Instantaneous demtnda like fire flow and peak hour demands are included in the 

1 S design basis for water atoraae and bigb-aervice pumpina l)'ltema. not plant 

16 

17 Q. IS THE REF'EilENCE PROVIDED BY THOMAS M. BEARD, SECTION 

18 12 OF THE •LEJ: COUNTY DEVELOPMENT STANDARDS 

19 ORDINANCE,• AS EXIIIBIT TMB-1, TID: CURRENT COUNTY 

20 

21 A 

STANDARD? 

No. The Lee County Development Standards Ordinance. Section 12, •Fire Safety 

22 Delip Standard~ and Requirement~, • ia not the latest revision. The current 

23 requiremeatJ are included in the •~.ee County Land Development Code. • Chapter 

24 10, Article m, DivisionS- Fire Safety. A copy of the current requirements are 

25 

12 
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1 lllacbed u Exhibit JPE-6; wbicb replaced tbe requirements of Section 12 over 7 1 0 

2 three yean ago. 

3 Q. IS GULF VTDn'Y COMPANY REQUIRED BY LEE COUNTY TO 

4 MEET J1'1RE J'LOW REQUIREMENTS AS SUGGESTED BY MR. 

S B~f 

6 A No. Tbe requiremeotJ ofl..DC Section 10-384(c), found in Exhibit JP&-6, swe. 

7 • ... Tbe enaineer, COIIIriCtOr or inlta1ler of water supply system in om 

8 developments lhlll demollltrate, by actual test, the water supply system will meet 

9 fire protectioo delip requiremeata ... • The Lee County Code makes no apecifk 

10 requiremeot oftbe utility company. The Lee County Land Development Code 

11 providel R!IPtlltiona for new developmenU. The County hu no jurisdiction over 

12 private utility comp~niel for providing fire flow capacity for existing 

13 cleveklpmaJta. A larp portion of the inftutructure includina water tranamiuion 

14 aad diltribution tyltemiJerVina existins developmenta and commercial areas 

IS within tbe Gulf Utility hoc:hi.e were inJtalled prior to the adoption of the Lee 

16 County -neve&opment Standards Ordinance.• An example ofUt •otd• commercial 

17 uea that water maiDa were inltalled prior to the Development StandardJ 

18 OrdiaaDce is tbe Conatitution Boulevard and the Roc:kef'eller Circle area identified 

19 by Mr. Beard. In tbele areu. the current Lee County Code req1lirel that the 

20 development justify whether or not fire protection deaip requirements are 

21 Ntilfied prior to iuu1nce of a coDIUUction permit. Supplemental measures such 

22 u iDdulion ofllke draft tubes. sprinkler systemJIOd rated intermediate fire wall 

23 

24 

25 

13 



Q. DO YOU BA VI: KNOWLEDGE OJ' T'IIJ: Dln"ERENCJ: BETWEEN T'11J: 7 1 1 

2 JI'LORIDA CJTIJ:S WA TEll SYSTEM AND T'IIJ: GULJI' UTILITY 

3 COMPANY SYSTEMS W1TB1N T'IIJ: SAN CARLOS Jl'IRE DISTRICI'T 

4 A Yes. The portion oftbe San Carlos Yare District that is served by Florida Cities 

s Water Campay is terVed by 16-incb and 24-incb trunk, tranuniuion mains that 

6 IUpply a much larpr service area beyond tbe San Carlos area. Since the large 

7 tranPniuioG mains ttavene tbe northern portion of the San Carlos Fire District 

8 area, the biper fire flow capacity is available u a benefit afforded by ita 

9 geoarapbicallocation within the l)'ltem. Florida Cities Water Company provides 

10 comparable preuurea and flows u the Gulf Utility Company' 1 preuures and 

11 6ows to ita CUJtomen at the distribution extremities of their ~)'~tan in south Fort 

12 Myers and tbe Fort Myen Beacll areas. 

13 Q. IIA VE YOU OR REPRESENTATIVES OJ' YOUR COMPANY 

14 WITNESSED AND DOCUMENTED FIRE FLOW TESTS IN THE SAN 

IS CARLOS JI'IRJ: DISTRICJ' AREA SERVED BY GULJI' UTILITY 

16 COMPANY! 

17 A Y a. We tcbeduled and wimated three (3) fire flow tau that were conducted on 

18 January 14, 1997. Tbeae tau were conducted by a State-certified fire sprinkler 

19 contractor. Tbeae te1t1 were taken at the extremities of the Gulf Utility Company 

20 service area at locations deemed deficient by Mr. Beard. The results of these fire 

21 flow te1t1 are attached u Exhibit JPE-7 The difference between the fire flow tests 

22 conducted on January 14, 1997 and thole conducted previou&ly by the San Carlos 

23 Fire Deputment is that the duration of the test wu a minimum of ten minutes in 

24 contrut to the three to five minute test conducted by fire department personnel. 

25 Sufficient time wu allowed IUdl that a preaure drop wu experienced at one or 

14 



I more boola.- pumpina ltltions that initiated startup of the hisb-laVic:e 7 1 2 

2 diltributioD pumps deliped to provide fire flow to the l)'ltem. The IWtina and 

3 lbutdowa 

4 fhnajou of the Gulf Utility Complny booster pumpiDa IWiona are automatic 

S baed on sy1tem preuure. Test raultJ provided in Exhibit 

6 JPE-7 are a true reprenntation of fire flow availability u the duration of a fire 

7 eveat will be more than ten minutes. 

8 Q. DOJ:S GULF U11L1TY COMPANY PROVIDE FIRE FLOW TO ITS 

9 CUSTOMERS? 

10 A Yes, u doaamentod by the fire flow te1t1 praentod u Exhibit JPE-2 and Exhibit 

11 JPE-7. 

12 Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

13 A Yes. 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

15 



1 Q CIIJ 11r. ClatllD) Were you here thi• aorning 

2 when the fir ... n te•tified? 

3 & Yea, air. 

4 Q And you beard what they •aid? 

5 & Yea. 

6 Q would you review the fire flow Hrvice on 

7 Ialand Park, that old ayat.. and •o forth? 

8 To ay knowledge, the fire flow ay•t .. on 

9 I•land Park i• one of the oldeat aectiona, and that 

10 wa• put in back in the • soa and before that. And I 

11 believe the backbone ayat .. there i• an eight-inch 

12 line that runa on Park Road, and then •erve• aeveral 

13 aubdiviaiona up and down that road. It'• an older 

14 ayatea deaiqned before even they developed the 

15 atandarda and ordinance• working code. 

16 Q Ia there any obligation under the ordinance 

17 or any other place that require• that the utility 

18 retrofit that ayat .. ? 

Could you repeat that queation, pleaae? 

713 

19 

20 

& 

Q Yea, I will . I a there any requir .. ent under 

21 the ordinance or any other place that would require 

22 Gulf to retrofit that ayat .. ? 

23 & No, there ia no requir ... nt under Lee County 

24 ordinances. 

25 Q What about the f ire aervice at -- ia it 



2 

3 

& 

Q 

4 there? 

Breckenridqe. 

Breckenridge, ye•. What'• the •ituation 

5 a Tbat'• an older •ubdivi•ion, I would •ay 

6 aid •eo.. And ay under•tandinq of that, we were the 

714 

7 engineer• in •o .. ot the tir•t •tage• of the de•ign on 

a that project and that •Y•tea wa• de•igned tor the 

9 requlationa at the ti ... 

10 

11 

12 

Q 

a 

Q 

Ha• it been iaproved recently? 

I '• not knowledgeable of that. 

All right. Would you review the ••rvice 

13 along Route 41? 

14 & Route 41 contain• •everal loop• and ha• been 

15 upgraded pretty aucb continuou•ly tbrouqh the year• . 

16 And I believe that the fire flow flow• along there 

17 con•i•tently, 1,500 gallona a ainute or aore, which i• 

18 ba•ically the ca.aercial area of Gulf Utility'• 

19 tranohi•e. 

20 Q Did you here Mr. Reilly a•k Mr. C&rdey •oae 

21 que•tion• relative to the Cork•crew plant aite? 

22 a Ye•, I did. 

2 l Q Do you know what i• there and wbat ia 

24 planned? 

25 a The Corkaorew •ite wa• originally aoned by 
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1 ay fira, and in that zoning ca•e we prepared a aa•ter 

2 plan that incorporated .oae of the el ... nt• that 

3 llr. billy referred to. 

4 In doing a zoning ca•e you put down the 

5 ultiaate aaxiaua, the highe•t and t he be•t u•e of The 

6 land, and tbat did include an office building. It 

7 doean•t aean it wa• conteaplated to be built, that wa• 

8 just the philo•ophy of the zoning ca•••· 

9 Q Do you know of any conteaplation now to 

10 build that office building? 

11 a Ho, I do not. 

12 ... G&~I•• Kr. Elliot i• available for 

13 question•. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

«NMIUia.D DD80111 Mr. Reilly. 

... UXLLYI Thank you. 

c:ao.a •n•tiiHIOII 

BY D. UILLYI 

Q Mr. Elliot, Staff and public counael engaged 

in a fairly exten•ive di•cu••ion with Mr. Moore trying 

to quantify the capacity of the water and wa•tewater 

line• that the Utility have extended to •erve the 

univer•ity. Would you be the be•t witne•• to try to 

help •hed •oae light on that •ubject? 

No. I per•onally don't hav~ any knowledge 

2 5 I of that aqre ... nt. Aa I under•tand, the •y•t .. i• 

rLORIDA PUBLIC 8DVIC. CCWUUia. 



1 de•igned by the engineer• working tor th• univer•ity, 

2 and it'• all the •ize• attended to in their deaanda 
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3 and •uch required in the developer'• aqre ... nt•. so I 

4 don't have any knowledge really of the capacity of 

5 that line. 

6 Q I thought Mr. Moore •aid that he had 

7 engineer• review tho•• •pacification• that the 

8 univer•ity gave it --

9 a That'• true. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Q 

a 

Q 

a 

But you were not the en;ineer to do that? 

That'• correct, I wa• not the engineer then. 

Do you know who waa? 

I believe it wa• Mr. Ruakai. 

Q And •o there'• no one participating in thi• 

procedure who ha• prote••ionally reviewed tho•• 

particular •pacification•? 

a No, I don't believe 80. 

Q Do you, however, have peraonal knowledqe 

19 about wbat type of lin .. they are? I ... n, are you, 

20 tor in•tance, aware that it'• a 12-inch water aain and 

21 a 12-inch forced wa•tewater aain out there? . 

22 That'• what I have been told, but I haven't 

23 reviewed the plana or have any involv ... nt in any of 

24 that. 

25 Q However, juat ba•ed on your general 

, 



1 engin .. ring underatanding of the incredible 

2 capacitiea -- or I'll change tbat word, juat the 

3 capacity of a 12-inch aain, in your prof .. aional 
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4 j~nt, would the capacity of thoae aaina be far in 

5 axcaaa what would be required noraally t o .. rvica 

6 tho.. aix building•? 

7 a I don't have any idea bacau•• I didn't do 

8 the hydraulic analyaia. If you don't know the deaand• 

9 and you haven't perfor.ed the analyaia, I .. an, I 

10 can't really apeak to the capacity of tho•• linea. 

11 Q Would it be your judcpaent that either the 

12 univeraity would expect or require the Utility to 

13 conatruct linea that were not aufficient to ... t the 

14 foreaeeable pbaaed conatruction of that univeraity? 

15 a I really don't know tbat. 

16 Q I can ••• that ve are going to qat aa auch 

17 inforaation out of you aa we got out of Mr. Moore. 

18 Changing aubjecta. On your teatiaony --

19 

20 

a 

Q 

Yea, air. 

I would like to direct you to your 

21 teati.ony, and perhapa we • 11 have aore 1 uck there. on 

22 Page 5 you aake the atateaent concerning a DEP Rule, 

23 62-600.405. And I believe you even include a copy of 

24 that rule. 

25 Yea, air. 
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1 Q And we eft9a9ed in a very exten•ive 

2 cli•CN8•ion of thi• rule in the Southern state• ca••, 

3 and I certainly will not burclan thi• Ca.ai•aion with a 

4 aiailarly long cliaouaaion of it. But you do aake a 

5 atate.ent here, about clown on Lin& 19, that the 

6 purpoae of the Rule 62-600.405 ia to •n~ur• that at 

7 lea•t a five-year aargin r•••rv• of capacity or that 

8 the expanaion proc••• ia in progr•••· 

9 And .y tir•t que•tion to you i• which ia it? 

10 I• it that thia rule, ita purpoae ia to enaure 

11 five-year .argin reaerve or that juat the expan•ion 

12 prograa i• in progr•••? 

13 & It' • to enaure proper plannift9 of the 

14 tacilitiea actually, which to .. tranalat•• to bavinq 

15 a five-year aargin . reaerve. In other worda, there'• 

16 .. veral incr ... nta that are in ay teatiaony that are 

17 alao in the rule that you go through in that planning, 

18 cleaiqn, buildinq, iapl .. enting and placing in ••rvice 

19 that they have thi• fairly apecitic proce•• involving 

20 the laat analyaia report. 

21 g And you in your teatiaony, ju•t above Line 

22 19, you go on to aay, tor inatance, when you have 1••• 

23 than three year• capacity, the rule require• you to at 

24 leaat have a ca.pleted application tor the 

25 con•truction of a plantJ i• that correct? 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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a In 1eaa than three yeara? Yea, in leaa than 

three yeara. 

Q And you acmehov interpret that to have an 

application ready to file where no conatruction baa 

even begun, that that, in your aind , i ndicate• that 

tba ~t of thia rule ia to require a five-year 

-rgin re-rve? 

a I would think the thruat ia that baaically 

tbe tbln9 allova for aarqin reaerve or want• you to 

conaider aargin reaerve. And then in the apecific 

it ... that they have you go through the planning 

prooeaa all the way through conatruction. Abaolut•lY 

a five-year aargin reaerve. That'• juat what I 

interpret it to be. 

Q But it'• not found in the wording of the 

rule? 

a No. 

Q And, in fact, you can get aa cloae to aix 

110ntba to coaplete, you know, no further capacity 

beyond aix JIOntha, before you actually have to have 

the conatruction coapletec:t under thia ti.. achec:tule; 

ia that correct? 

a That'• not true, becauae aix 110ntha ia the 

period of ti .. it takea to aaaeable all the 

certification docuaenta ar ! for DBP to tranalate that 



1 conatruction perait into an operating perait. Tbat'• 

2 everytbing baa to be abaolutely tunctionincJ at that 

3 tt.e. 'l'bat '• juat the -rgin. 
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4 You know, what they are aakincJ tbell to clo ia 

5 to enaure that you have exc••• capac ity in your ayat .. 

6 ao that you don't get right clown to the vir• and find 

7 out that you are into a aituation that'• affected the 

8 health, aafety and welfare of the public. 

9 Q Ancl that really vaa ay next queation. Ia 

10 becauae the tbruat of thia rule ia a plannincJ proce•• 

11 to aaaure that there'• a aufficient reaerve capacity. 

12 I• tbat not correct? 

13 & That'• correct. 

14 Q And vbat I'• trying to get you to, perhapa, 

15 aqr .. vith .. , if you vill, ia that there'• a big 

16 difference between reaerve capacity ancl -rgin 

17 reaerve. Wbereaa r•••rv• capacity ia an -- I gueaa, 

18 an engineering concept of aaking aure that you have 

19 aufficient capacity to ... t growth and the need• of 

20 the ayat... But -rgin reaerve really apeak• to vho 

21 ia going to pay for that reaerve, cloean•t it? 

22 & I don't viev it that vay. Going back to 

23 thia planning, the beat analyaia report ia an integral 

24 into the planning proceaa ancl that that tran~latea in 

25 your prediction of how wYch reaerve capacity you have 
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1 lett in tbe incr ... nt• of ti .. ; five year•, •ix year• 

2 and on. I believe that that'• very nec•••ary to do 

3 that. And that • • having aarqin re .. rve. Otbervi .. 

4 you qet riqht down to tbe wire, and you are in 

5 violation .ode• and everytbinq el•e. 

6 Q would you not aqree, however, that there'• 

7 nothing in 62-600.405 that •peak• to the i••ue of who 

8 should pay for whatever i• the appropriate r .. erve 

9 capacity? 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

No, it doe•n't •peak to that. 

Q And to the extent that we u•e that a• a tera 

ot art in a PSC proceedinq, aarqin re•erve by it• very 

tera iapli•• that current cu•toaer• will bear that 

co•t; i• that correct? 

& I '• not r-iliar with that part of the ca•e. 

Q Well, you're •aying that the purpo•e of the 

rule i• to en•ur• that at leaat a five-year aargin 

r•••rv•; aiqht chanqe that wording to •ay, at lea•t 

troa your view of it, which I don't agree that it'• a 

five-year tera, but qiven that ••ide, that the purpo•• 

ot the rule i• to en•ure that at lea•t a five-year 

reaerve capacity i• pre•erved. 

& Ye8. 

Q 

& 

Aa oppo•ed to -

That•• •Y opinion. 



1 Q the aore colored tera of who'• going to 

2 pay for it. 

3 a Right. 

4 Q Whicb in ay view ia -- you would agree with 

5 that. Thank you. 

6 on Page 6, Line 20 of your teatiaony, you 

7 atate -- thia ia, nov we are talkinq about the "eject 

8 holding tank. You aay the tank ia being coll8tructec1 

9 aa a coaponent part of tbe aeabrane treat.ent Skid 

10 No. 3 at the Corkacrew water treataent plant. 

11 And I want to get a little better 

12 under•tanding of what you aean •being conatructed. • 

13 Are even the drawinCJ•, tbe detailed enqineerinq 

14 drawinga, even finiahed aa we apeak today? 

15 a Not by-· I don't know that tor a tact. 

16 -aware of the peraitting aituation with that, and 

17 that wa• part ot the reaaon ot the delay•, i• that 

18 we -- a• I qo further in ay te•tiaony here, I wa• 

19 aware of the diapoaal -cbani- and the requir.-nta, 

20 the boldinq tank and the blending and all of that waa 

21 tranalated back to the operating perait tor renewal 

22 tor the Three oaka waatevater trea~nt plant even 

2 3 though -- becau•e that involved the blendinq and the 

24 mixture of the concentrate and tbe ettluent1 that wa• 

25 a oo-on di•poaal thinq. And then DBP waa tryincJ to 
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1 .ort out tbo8e iaaue• and ao va• the C~ny and that 

2 added •oae clalaya. 

3 So the parai ttinq va• tiacl into the 

4 that • • how I have knowlaclqe of the •Y•t-. Nov, I 
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5 clicln • t review the plana. The plan. throUCJh the reject 

6 •toraqe tanka and the bid achaclule and everything alae 

7 are clone by other•, but I • • not in that proca••. 

8 Q can you atate that the perait to conatruct 

9 the bolclinq tank haa evan yet bean approved? 

10 a I believe that it haa. 

11 Q But you are not aura? 

12 a I'a not lOOt po8itive. I don't have the 

13 parait in front of ••· 

14 Q But it ia true that the elate for beqinninq 

15 actual con.truction of thia tank haa continued to 

16 •lip? 

17 

18 

a 

Q 

Yea. 

And I think there waa another witn••• who 

19 teatUJ.ad the lateat elate that they hopacl to at laaat 

20 begin con.truction vaa April of thia year? 

21 a Yap, I heard that in the teatiaony. And ay 

22 t .. tiaony a• the ti .. it va• written and •Y rebuttal 

23 t..tt.ony had February 1997 to atart. 

24 Q And yet rather aaa&inqly thia .... vitn••• 

25 auqgeated that it would be coapletad by Auqu•t of '97. 
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1 I• tbat your underatanding, too, thia con.truction? 

2 & I think tbat'• doable. 

3 Q And the probl .. I have with that ia it ..... 

4 that the utility at one ti.. aaya we need thi• big 

!5 .arcJin reaerve becauae it take• ao l onq to perait and 

6 construct the .. facilitiea. And yet when we co .. to 

7 an iaaue of trying to get th .. on line for rate ba .. 

8 purpoaea 1 you know 1 we can do it in three aontba. And 

9 that juat create• a great tenaion for ... 

10 so ay qu-tion to you ia: Even if they can 

11 get tt.ia thing constructed -- I ~ to aay that it'• 

12 on line and peraitted to provide aervice -- how -ny 

13 .ontba are we talking about? I .. an 1 ian•t it 

14 realiatic that thia ia not going to be on line until 

15 ltta or later in your judcjMtnt? 

16 Well, it baa a lot to do with the apecific 

17 facility you're talking about. You take the 

18 co.ponenta that are relatively ai~le. You have the 

19 aite already identified where thia facility goea and 

20 aoaething like the atorage tank -- I think it '• a 

21 preatr••• concrete type that croo•'• can build 

22 actually in a couple of aontha. That'• one ca••· 

23 If you are talking about, for exa.ple, the 

24 expanaion of the Three Oak• vaatevater plant, that 

25 will take a longer per~od of tt.e if you bad to 90 out 
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1 and negotiate reuse aqre ... nta, locate the land 

2 application aitea, go thrOUCJh the hyclro-c)eol09ical 

3 inv .. tigationa, you aight bave to wait tor zoning of 

4 the reuse ai te, and on, and on. There' • a lot of 

5 difference between an alr-dy z:~ned piece of property 

6 tbat you can put a tank on; you juat can't apply that 

7 using your thought proceaa or •well, we can put that 

8 tbing out.• Tbat'a true in aa.e of tbe tacilitiea, 

9 but not generally. 

10 Q Well, aaauaing the ca.aiaaion 1• going to 

11 qrant aoae type of aargin reaerve, the next iaaue 

12 ~a, well, how long will that aargin be. And you 

13 are ~uggeatinq five yaara; 1• that correct? Por 

14 inatance, waatevater treataent? 

15 & That would be ideal. Tbat'• not -- you 

16 know, I • ve beard different value• being uaed by the 

17 witn .. aea. 

18 

19 

20 

Q 

& 

Q 

But can't a utility -

Zero. 

can't a utility engage in proper planning 

21 and have the peraitting proce•• without apendinq cp-eat 

22 auaa of aoney and then actually have the window of 

23 conatruction to be aoaething cloaer to an 18-aonth 

24 period where the large dollar• are actually being 

25 expended to pbyaically conatruct the t.pro~.-.nta? 
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1 & •ot fraa .y experience, no. 

2 Q Then it • a not r .. aonable to be able -- once 

3 you actually begin, vben you're tbrouqh with all the 

4 paraittinq and you're actually beginning conatruction, 

5 it'• not r .. liatic to aaauae that you could oonatruct 

6 an expanaion, let'• aay, of a plant in an 18-.onth 

7 period? 

8 Not if you have to aell bonda and you hav• 

g to .ate -- aecure ao.e other local develo~nt order• 

10 and 8o.e other thinqa. I ... n, I don't know how you 

11 can diaoount the planning, the paraitting, aoning and 

12 all the other proceaaea. 

13 Q And I •ve conceded that. I think every 

14 aituation will be unique, and the ti .. it takea to get 

15 the financing or to get the peraita and the approval•, 

16 and the zoning ia different. But I'• going to aay, 

17 other than there'• aaaa planning and engineering and 

18 aoft coata, I'll call it, could be borne by the 

19 Utility -- I'• apeaking of phyaical conatruction 

20 all that proceaa baa been done, preplanne4; you•ve 

21 kept up with theae little reporta, the DBP rulea, ao 

22 you are anticipating your needa, and yet you•ve not 

23 apent the large dollar• to phyaioally begin 

24 conatruction. Are you auggeatinq that. the 18-aonth 

25 phyaical conatruction could not be reaaonably 



1 acccmpliaW? 

2 a I'll anaver that. I believe it could be 

3 done, and it .. Y not be done. It depend• on a lot of 

4 

5 

6 

7 

8 

g 

10 

11 

12 

circu.atance.. 

Q Well, the aize of the facility. 

Tbat '• right. The aize of the auxiliary 

facilitiea that have to be built, the coapanion 

facilitie• to aake that thinq functional -

(Siaultaneoua diacuaaion.) 

Q But I • d be -- excuae ... 

a -- aitea. 

Q But I'd be referring to jua~ a typical 

13 addition. 

14 a It'• juat an on-aite thinq, a concrete tax. 

15 Y-. 
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16 Q Okay. And thia I aight aay both in teraa of 

17 water and vaatevater; let'• talk about thia Utility. 

18 Gulf Utility, if I'• not aiataken, both in teraa of 

19 ita Oorkacrev, aa well aa ita Three Oaka facilitiea, 

20 everytbinq ia in place. It'• now a utter -- when you 

21 are talltinq about adclinq capacity, you are talking 

22 about adding akida or you • re talltinq about adclinq 

2 J traina. The entire ay•t- now -- the tr .. taant ia 

24 deaiqnad to receive additional phaaed incr .. •e• of 

25 capacity. Ia that not true? 
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1 a That • • true. However, I would like to 

2 explain that in order to get a parait to put in a akid 

3 or a train, you alao need to have the induatrial waate 

4 parait that include• the diaponl, and that could be 

5 tbe real long el ... nt there. 

6 And the .... thing with the waatewater 

7 plant. You're aure you can build, but, you know, you 

8 can't get a parait unleaa you have the effluent 

9 diaponl. That'• been aoae of the difficult thing• 

10 that aake Gulf Utility very unique. 

11 Q Let'• .ave on to the aubject of Cla•• 1 

12 reliability. 

13 

14 

a 

Q 

Yea, air. 

Page 7, Line 7 to 13 of your rebuttal 

15 teatt.any you atate, The old treataent tanka are a 

16 neceanry el...nt to the Three Oaka waatewater 

17 treataent proceaa to provide the required redundancy 

18 for on-line aeration and clarifier unita; ia that 

19 correct? 

20 

21 

a 

Q 

That • • correct. 

Now, when Public Counael conducted ita field 

22 inapection on Deceaber 5 of '96, froa what we could 

23 deteraine, the tanka were phyaically off line and the 

24 aerator• were pulled. How can you help .. underatand 

25 that tbia i• providing any redundancy aaaiatance at 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

all? 

a Well, firat of all, I'• not aura that the 

aerator• were pulled. I don't believe that would be 

the ca-. It • • required in the rule•, and I think 

there waa a auppl ... ntal exhibit. There waa ao .. 

diacuaaion, anyhow, by one of the witn••-• about 

the -- the qu .. tion of reliability really relate• to 

an BP& atandard that require• that you have back up 

co.ponenta in a reuae ayat ... 
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And we aaater planned thia whole aite froa 

tba very becJJ.nni.D9 and r .. peotil¥J the uaed and ~ful 

concept• of the PSC. In ao doing we aalte aaxiaua 

utilization of all the facilitiea. And I'• giving you 

a roundabout anaver that, yea, tho•• facili~i•• were 

nacaaaary, and it waa planned to convert thoae -- not 

convert• thoae tanka in Phaae 3, but to uae tb.. aa 

the redundancy for tho•• developaanta. 

Q So it'• your teatiaony that the ae~atora bad 

not been pulled out? 

a I don't believe they have. I don't know why 

they would have bean pulled out. 

Q But you don't have any firathand knowledge 

whether they were or they weren't? 

a La•t tille I looJted at the plant, they were 

there. 



1 

2 

3 

Q 

& 

Q 

Which va• bow lonq ago? 

It va• probably a aonth ago. 

I think we are going to try to hand out 

4 .a.athiftcJ here and get you to c~nt. 
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5 & I• that the .... thinq you • re handinq out to 

6 llr. Biddy? 

7 Q I think thi• i• really ju•t a DBP rule. 

8 It'• I think the one we are dravinq •oae attention 

9 to i• DEP Rule 62-610.300, general technical quidance 

10 related rulinq• and fonu. Do you have that? 

11 

12 

& 

Q 

Ye•. 

Juat a que•tion here. Concerninq thi• rule, 

13 if yo~ look at 62-610.300(1)(c). 

14 & Y .. , •ir. 

15 Q Would you read that to .. ? 

16 & (C) u.s. Bnviron.ental Protection Agency, 

17 1974. De8ign criteria for Mechanical, Electric, and 

18 Fluid Sy•t .. and Coaponent Reliability, MCD-05, 

19 Environaental Quality and Structural Re•ource• canter, 

20 the Ohio State univer•ity, 200 Chaaber• Road, Rooa 

21 310 

22 Q Well, that'• good enough. No, ay que•tion 

23 i•: Thi• i• an EPA -nual; i• that correct? 

24 & That'• correct. 

25 Q Nov if I have you flip over on the •econd 

n.ca%D& PDLIC aanca CC*IIIaaJOII 
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1 pa9e of vbat I handed out ia Rule 62-610.462. And 

2 tbia ia apeakinq of reliability and operator •tatting. 

3 a Yea. 

4 Q And I think the relevant portion ot tbi• 

5 rule ia the f irat aentence ot ( 1) . Would you read 

6 that? 

1 a Following reliability requiraaenta --

8 C(W•'•Ia.a DD•a.a Sir, juat a aecond. 

9 I'• ri9ht here. 

10 WI'IIID8 m.LIO'I'a Oh, you're looking at • 2. 

11 caMMI88Ia..R DD.O.I Yeah, read a little 

12 bit al~er. Thank you. 

13 u.,.... m.LIO'I'I Yeah, thia ian•t a teat. 

14 62-610.462 Reliability and Operating 

15 Staffing. (1) The following reliability requir ... nta 

16 ahall apply. Facility reliability ahall have a 

17 ainiaua Cla•• 1 reliability a• preacribed in Rule 

18 62-610.300(1)(c) F. A.C. 

19 Q Okay. So - I interpreting thia correctly 

20 to indicate the that thia DBP Rule 62-1610 . 462 ia 

21 aayinq that to underatand the guideline• tor Cla•• 1 

22 reliability, you need to 90 to thia EPA guideline? Ia 

23 that a tair underatandinq? 

24 a That'• correct. That'• whet we uae. 

25 Q Okay, 9ood. Now it I can juat take you 



1 we are qoin~~ to band out the HCOn4 coapanion 

2 docnment. And I believe the•• are ju•t, ot cour .. , 

3 •elected paCJ•• ot thi• tairly thick docuaent. But I 

4 8UCJCJ .. t that it'• hopefully the relevant paCJ••· 

5 And the cover •beet i• nn her e, and it'• 

6 d .. iqn criteria tor ..cbanical, electric and iiuid 

7 •y•t ... and ca.ponent reliability. And it'• NCD-05. 

8 I• thi• at lea•t the cover •beet ot what we are 

9 talking about? 
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10 

11 

a 

Q 

Tbat • • the .... •tandard •"' DBP that we u••. 

All right, •ir. It I could -- okay. 

12 Accordi~CJ to Section 212.1.5. 

13 Ye•, •ir. on Paqe 20? 

14 Q on Paqe 20. It require• a 75t ot the total 

15 c:le•iqn tlow backup tor tinal •edi.antation ba•in. and 

16 

17 

18 

19 

20 

21 

22 

tilter; i• that correct? 

a That • • correct. That • • what it read•. 

Q Bxcu•• M? 

a 

Q 

a 

Q 

That'• what it read•. 

And you would aqr .. with that? 

Y•• . Sorry, the an•w•r' • Y••. 
And Page 22, it you look at 212 . 1.9, 

23 c:li•intect at contact ba•in•. And here I believe it 

24 require• a 50t d .. iqn tlow backup tor di•intection ot 

25 contact ba•in•; i• that correct? 
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2 

3 

& 

Q 

a 

That'• correct. 

ror Claaa 1 reliability? 

Yea. 

4 a. un.L~a If poaaible, I'd like to have 

5 theae two docu.enta, juat a coapoaite, nuaberect for 

6 -, plea••· 

7 ODM•tUia.D DDeoMI Yea, they will be 

8 identified aa coapoaite !Xbibit 37. 

9 (Coapoaite Exhibit 37 aarked for 

10 identification.) 
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11 a. UILL~a And we • 11 aay requir~t• for 

12 Claaa 1 reliability will be a abort title. 

13 I'a •orry, wa• a nuaber --

14 

15 

16 Q 

Oil CUia.D DD8CWI 37. 

a. UILL~a I • a aorry, I didn • t get that. 

car Mr. aellly) Okay. If I could direct 

17 you to your Page 7 of your teatiaony, Linea 17 through 

18 21, you atate the aeconct chlorine contact chaaber ia a 

19 neceaaary el ... nt in the Three Oaka waatewater 

20 trea~nt plant to provide required redundancy to the 

21 on-line chaaber. You go on to aay it ia neceaaary to 

22 aaaure coaplianoe with DBP Rule 62-610 that require• 

23 Claaa 1 reliability for thia plant. 

24 You 90 on to -y, therefore, the .. coneS 

25 chlorine contact cb••ber ia needed becau .. of thia 



Claaa 1 reliability requir ... nt; ia that correct? 

a That•• correct. 

Q Nov, ay underatancting of thia Section 
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1 

2 

3 

4 

5 

6 

7 

8 

212.1.9 that we've juat looked at in the EPA guideline 

on Page 22 ae ... to require 50t deaiqn flow backup for 

diainfectant contact baaina; ia that correct? 

& 

Q 

Tbat 1 a correct. 

Therefore, the Utility doe• not have to 

9 provide lOOt deaiqn flow backup for chlorine contact 

10 cha•bera; ian•t that correct? 

11 a Well, that•• in an ideal world. I .. an, I 

12 can qualify that. The original facilitiea, the two 

13 planta we've referred to and the chlorine contact 

14 tank, they were rated for 501, ooo gallona per day. 

15 And if I take the peraitted capacity aa DBP look• at 

16 it, aa being 750,000 gallon• today -- per day, I coae 

17 up with fiqurea tbat the exiating clarifier• .. et the 

18 75t rule in that we overaized thea through -- we have 

19 an overflow rate aurface aettleaent rate pouring 

2 0 contact tank. 

21 I think where you are headed to ia baaically 

22 overatated by aoae alight aargin, but I'• uainq the 

23 permitted capacitiea the way he review• it and not 

24 based on aoae flow calculation that, I think, wa• 

25 paaaed out in the correction to -- entered into the 
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1 exhibit• by Mr. Biddy. 

2 Q Okay. on Page 13, Line 16 ot your 

3 tutillony, you •tate 

4 & Bxouae .. , what page i• that in? 

5 Q Tbi• i• Page 13, L!n• 16, we are talking 

6 about fire flow once again. 

7 & Yu, •ir. 

8 Q And you •peak ot an exa.ple of an old 

9 co..-rcial area that water aain• were in•talled prior 

10 to tbe devel~t •tandard ordinance. It'• 

11 Con•titution Boulevard and Rockefeller Circle area 

12 identified by Mr. Beard. 

13 And 8Y que•tion i• how auch fire flc~ can be 

14 provided in thi• area? 

15 & I think there are •o .. tire flow• that were 

16 taken in my exhibit•, and I don't recall •pecifically. 

17 I think it wa• •oaewhere in the -- over 1,000 gallon• 

18 per ainute, I think. It • • in ay Exhibit JPB-7. It 

19 •ay• 8heet 2 ot 3. And in that exhibit, I think it'• 

20 1,213 gallon. per ainute at 20 p•i. 

21 Q And yet there have been other readil19• in 

22 thi• area •ub•tantially lower than thi•? 

23 & I don't think there'• any that are 

24 •ubatantially lower than that. I think it '• •oaewhere 

25 around 1,000 to that nuaber. 

n.o&ID& PUBLIC 8DVIC. CC*K%88%011 
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6 

7 

8 

9 

10 

11 

12 

13 

of 

it. 

Q 

a 

Q 

a 

Q 
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Not lover than 750? 

I don't believe ao, not in that area. 

Are there any co.aercial cuato.era in thia 

Yea, air. 

And again, the requir-nta there would be, 

courae, 110re than the reaidential? 

a Tbat • • correct. I aight a•k you to clarify 

Wbat requir.-.nt• are you referring to? 

Q I que•• we are talking about flow, flov rate 

requir .. enta to .. et fire --

a 

0 

But what requir ... nt•? County requir ... nt•? 

I'• a•auainq the •aaa ordinance that you are 

14 talkincJ about. 

15 Ye•, tbat'• the county land developaent code 

16 you're talking. 

17 Q Right. Nov on Page 14 of your te•tiaony, 

18 Line• 21 through 24, you .. ntion that fire flov te•t 

19 duration ahould be at lea•t 10 ainut•• in•tead of the 

20 thr .. to five ainute•? 

21 

22 

a 

Q 

Ye•, •ir. 

And the rea•on i• to let the water 

23 diatribution •Y•tea •enae the pre••ure drop and kick 

24 on high •ervioa puap• to aake up the pr••aure. 

25 Right. 
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1 Q And ay que•tion i•: I•n • t it correct that 

2 tbe additional five to •even •inute• can be 

3 potentially fatal a• far a• controlling a fire, 

4 partiaularly if tbe firefighter• are re•poncUncJ to a 

5 fire tbat'• already been in pro;rft•• f or • aae ti .. 

6 before they even arrive? 

7 & Well, their arrival tt.. and the couple of 

8 •inute., 10 •inute•, I think you'd be fighting a fire 

9 a lot loncJer tban 10 •inute• . And I •aw the exbibita 

10 tbat tbe tire aarahal had, and in revievin; tho .. I 

11 can't debate their .. thodoloqy or anythincJ like that. 

12 lly atat...nt here i• geared for the 

13 knowledge in the engineering of the •y•t .. , that 

14 that • • the way tbe autcmatic •yat .. woru. It 1 
• not 

15 trippinq tbe •Y•t .. to wait five or 10 •inute• for the 

16 ay•t .. to r-pond. It'• juat in our conductinq the 

17 teata a little bit longer, we're allovin; a real world 

18 •ituation a• to how the hydrant would react. 

19 And I would think in the fir•t two or three 

20 •inute• while they are hookincJ up the ho•e•, it'• 

21 goin; to talte th .. -- and open that valve and get all 

22 poaitioned, I doubt if that • • going to be the critical 

23 time period. There will be flow ca.ing out of the 

24 bydraat. I don't think they have a puaper truck 

25 tbat'• capable of ~incJ 2,500 gallons. 
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1 Q Would you than diACJZ'.. that the noraal tille 

2 period to teat a hydrant and the reco.-nded tille 

3 period, at lea•t according to tho•• docuaant• brought 

4 to thi• bearing by the firefi9hter•, wa• tbr .. to five 

5 ainutea? 

6 a No, I don't debate that. And I think one of 

7 tba axbibiu referred to the l09ic behind not flowing 

8 any .ore than tbr .. ainut•• i• ba•ically a water 

9 conaarvation thing of being criticized a• far a• 

10 clepletiDCJ t.ba water re.ource• unneoe••arily or 

11 flooding out an area di•po.able to water. So there 

12 were other aiti9atinq cir~tance•. 

13 Q Can I 9et you to look at Page 8, Line 14 of 

14 your rebuttal teatillony. You •tate -- we are talking 

15 about water •upply well• nov. You •tate that further 

16 it appear• that i~ufficient allowance 

17 & Bxcu.e M, what line? 

18 Q Page 8, Line 14. You aay: rurther.ore it 

19 appear• that i~ufficiant allowance wa• given to allow 

20 for percent of reject water and blending water at the 

21 Corkacrev wewbrane .oftaning water treataent plant; 

22 i•n't that correct? 

23 

24 

a 

Q 

That'• what it read•, Y••· 

But i•n't it correct that Mr. Biddy allow• 

25 15' of raw water for reject concentrate? 

ft.OaiD& .U.LIC 8DVIC. omDI%881011 



1 a I didn't pick that up in here. 

2 Q COU14 I have you look at Kr. Biddy'• TLB-2? 

3 & I don • t bave tbat vitb ... 

4 Q We •11 ... if ve can ju.t get you one real 

5 quickly. (Tencler• 4ocnment. ) 

6 I'll help you find it. I believe it'• on 

7 Line 55. It eaye additional 15t rav water eupply i• 

8 ueed for corkecrev water treat..nt plant ae reject 

9 concentrate. Doea that aic1 you at all in 

10 underetanding hie 
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11 No. lly Line 55 c1oeen•t have anything on it. 

12 so I auet be looking at a different -- coulc1 TBL-2, 

13 Page 1 of 1? 

14 Q Let .. go eee. 

15 a It'• the .... line. 

16 Q I .... It'• etill there, it'• ju.t 

17 different. 

18 a Okay. 

19 Q Thi• i• one of tho•• exhibit•, I think, that 

20 got updated and 80118 linea changed. The content i• 

21 etill there, if you ... it, when I vae directing you 

22 to Line 56. so 4oee that help you underetand 

23 Mr. Bic1c1y'e? 

24 Well, that•• in the footnote. I'• trying to 

25 find out where it'• applied in the calculation. 
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1 Q I think it • • Footnote 4. And in ay vera ion 

2 it aaya •oPC•a calculated uaed and uaeful percent.• 

3 And our percentage ia --

4 & so you are allowing for the 85t recovery of 

5 that. I ... that. 

6 Q Okay. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Yea. 

Q So be did, in fact, give an allowance for 

that. I a that a proper allowance? I• that, in your 

jucl~nt? 

& I'• not faailiar with whether they're 

blending any water at the aite at thia point in ti .. , 

but that woulcl be an el ... nt. 

Q I think thia ia not blencUnq, although I can 

aak you a queation about that in a ainute or two. 

& I • • not aware of any. 

Q I think it'• a credit for loat water, right, 

aa a reault of the whole proceaa and that thia ia not 

going to be finiahed product water. It ia going to be 

loat, right? A loat 15t creclit. 

& Tbat•a not a loaa. That'• inherent in the 

proceaa when you have a aeabrane aeparation proceaa 

you have the reject atreaa, and that obvioualy baa to 

be auppliec:l by the well. so I think what you are 

25 stating here ia 85t recovery So I aqree. Yea. 
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3 

Q 

& 

Q 

Tbey vere qiven a ~Tedit -

Yea. 

-- for that. 
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4 And -r queation ia, ia that appropriate or 

5 did you think that our percentaq~ ia not correct? 

6 & Yea, that'• appropriate. 

7 Q Okay. Now, on the iaaue I think you • ve 

8 aaid you don't know about thia, but I waa curioua 

9 whether Gulf ia, in fact, blendinq any raw water with 

10 ita -- vell, tbe firat queation 1• can they. can 

11 they? Ia their piping that peralta the Gulf Utility 

12 to pbyaically blend raw water with finiabed ..abrane 

13 product water? 

14 & I think you have to aak Mr. Meaaner. I know 

15 there waa talk of blending a• a .. thod to providing a 

16 different el ... nt into the treataent. They were 

17 talking about a blend well on aite that would add aoae 

18 ainerala back into the water for atability. And if 

19 that'• the caae, then that ahould be included, too. 

20 Q Okay. We are juat going to band . out one 

21 laat little exhibit here. Then we'll rap tbia up. 

22 C!C C88JOIID DDSOJII Mr. Reilly, do you 

23 wiah to have tbia identified? 

24 ..... JLLYa Yea, plea••· 

25 OWPJ88JOIID D ... OJII Bxbibit 38. 

rLOiliD& PUBLIC 8DVIC• CC*MI88IOJI 
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1 (Exhibit 38 aarked for identification.) 

2 D. UXLL'rl And it '• •hort titled 

3 Reco...nded Standard for Water Work•, ju•~ •elected 

4 paq••· 

5 Q cay -. aei11y) And what I I d direct your 

6 attention to i• not the cover •heet, but the next paqe 

7 over. And i•n•t it correct that Section 3.2.1.1 of 

8 the reco ... nded •tandar4• for water work• al•o •tate• 

9 that the total developed qroundwater •ource capacity 

10 ~11 equal or exceed the 4e•iqn aaxiaua day deaand 

11 and equal or exceed the de•iqn average cK~- deaand with 

12 the larg .. t producing well out of ••rvice; i• that 

13 correct? 

14 

15 

16 

17 aay. 

18 

19 

a 

Q 

a 

Q 

a 

That i• what it read•, ye•, •ir. 

And do you concur with thi• requir .. ent? 

Y••. Let M add a footnote to that, if I 

Okay. 

A lot of that depend• on the type of 

20 treat.ent you have. we ju•t di•cu•••d the -•bran• 

21 proce•• where you need a little bit wore than the 

22 aaxiwua day d ... nd becau•• you have -- inherent in the 

23 procea• you have a reject •treaa. 

24 Q Okay. One la•t little bit of que•tion• here 

25 on Page 10 of your te•tiwony . Okay, I'• •orry. 
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1 Before I take you to that, I underatand I need to aak 

2 you one aore queation on another aatter. 

3 on Page 9. And the queation ia -- vbile we 

4 are looking at Page 9, the Line 9 of your rebuttal 

5 teatiaony, you atate: It ia a atandard practice to 

6 provide ...rgency atorage baaed on an aaaeaa .. nt of 

7 riak and degree of ayat .. dependability. 

8 And ay queation ia: Do you know if Gulf 

9 Utility baa conducted a riak a•••••••nt to deteraine 

10 and deaign bow aucb -•rgeney atorage it needa tor ita 

11 water diatribution ayat .. ? 

12 & I •a not aware of that; however, I deaigned 

13 the ruervoir• in the •Y•t... I know what I included 

14 in the de•ign concept• for thoae r•••rvoir and puaping 

15 •tation•. I'• not aware that Gulf Utility•• ••••••ad 
16 a particular riak value, no. 

17 Q Were there any atudiea or any auppo~.ing 

18 docuaenta or •tandard• that would indicate 

19 & To ay knowledge, there i•n't any •tandard to 

20 apply to that other than juat what it •ay• here, that 

21 you have to a••e•• the dependability of the 

22 facilitie•. In ... 11er ay•t ... in Lee county, the HRS 

23 require• one day -- a 24-hour period for the 

24 production capacity of the facility. 

25 In larger •Y•t ... , you know, Gulf Utility 



1 provide•, I think it wa• 2.6 aillion total •toraqe, 

2 vbich repre•ant• about 18 hour•. other faciliti•• 
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3 yeah, •o there • • no •pee if ic •tandard. But that' • the 

4 •tandard that we uae here locally, that ideally you 

5 would provide 24 hour•. In larqer •Y•t ... you can 

6 •o-tilae• reduce that. The city of cape Coral ha• 

7 about five day• •toraqe, and Sanibel ha• about 10 day• 

8 •toraqe. 

g g How, tbi• would be in addition to fire 

10 •toraqe? 

11 a That'• their ri•k a••••• .. nt in ca•• of a 

12 cata•trophic event. If you bad a hurricane, that they 

13 would •till have •oae •toraqe available. If you had a 

14 line rupture •oaewhere, they would •till be able to 

15 •upply fire flow to portion• of their •Y•t .. , if they 

16 had aultiple ta•k•. 

17 Q I• that your recoaaendation to have that 

18 exteJWive 

19 lly rec~ndation i• what they have now i• 

20 adequate, but no aore than that. 

21 Q Okay. Real quickly, aovinq on to Paqe 10. 

22 In Line 13 of your rebuttal te•tiaony, you •tate: 

23 Al•o attached we are talkinq dead •toraqe now. 

24 

25 

a 

Q 

Ye8. 

•Al.o, attached i• Exhibit JPB-5, Sheet= 1 

n.olliDa PUBLIC 8DVIC. C(IMMIUIOII 



1 through 3, vbich depict graphically the •uction head 

2 conditiOM for tbe pu11p ift8tallation8 within the 

J utility•• •Y•t-. Aa th••• exhibit• illuatrate, -ch 

4 in•tallation baa adequate available auction pr•••urc 

5 to coapletely devater the atorage tank.• 

6 That•• correct. 

7 Q Therefore, according to thi• explanation, 

8 you agree with llr. Biddy that there i• no dead 

9 •torage; ia that right? 

10 & I didn't know Mr. Biddy •aid there wa• no 

11 dead atorage. 

12 Q Well, I gu••• the better way of pbraaing 

13 that i• that he waa including no dead •toraga in any 

14 allowance in hi• reca..andation. 

15 & In hia te•tt.ony he •aid that he didn't 

16 believe in the de•ign wa had hare and that wa ware 

17 unable to u•• a portion of the voluaa of the tank. I 

18 believe it wa• 838,000 gallona. 
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19 

20 

21 

22 

Q I think wa•ve done thi• once before, but I 

believe I led a witn••• where he expr•••ly •tate• that 

there would be no dead •torage, that there ia no 

effective -- well, that'• he'• not giving any dead 

23 atorage allowance. And you•ra •ayinq there i• no dead 

24 •toraga. 

25 So we all agree that there i• no allowance 

n.oaxna PUBLIC aavxc. cmnnaa1011 



1 for dead atorage in thi• particular Utility in thi• 

2 particular aite; ia that correct? 

3 Well, in engineering tera. what I juat 

4 •tated i• that the tank• here can be totally 

5 devatered. 

6 

8 

9 

Q 

a 

Q 

So there i• no dead •torage for the•• 

Right. 

Okay. That'• all I -- let'• •••· One 

10 aecond here. That'• fine. 

11 

12 

13 

14 

15 

16 

17 

18 

B'l U. 

Q 

a 

Q 

the Lee 

D. U:tLL'II I think that takea care of it. 

OOMMJ'88:ta.D DD80111 Staff. 

caoa• .a~~D~&IJ':tOII 

0' 8ULL:tValll 

Hello, Mr. Elliot. 

Hi. 

In your rebuttal teatiaony you atate that 

County Developaent Standard• Ordinance, 
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19 section 12, entitled Fire Safety De•iqn Standarda and 

20 Requir ... nta baa been replaced by the Lee County Land 

21 Developaent Code; ia that correct? 

22 Section 10, Lee county Developaent Code, 

23 Section 10 replaced the ordinance 

24 

25 

Q 

a 

The previoua ordinance? 

Section 12, yea. 



1 Q Would you aqree that with ainor toraat and 

2 presentation cbanqea, the verbiaqe of the two 

3 docuaenta is aubetantially the aaae? 

4 a No, it's aubatantially different. 

5 Q Aa it relates to tire flow, is it 

6 aubatantially the aaae? 

7 a No, it's different. 

8 

9 

Q 

a 

What aajor differences are there? 

The aajor differences are that the specific 
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10 tire flows are not related to the water utility. The 

11 responsibility of deteraininq fire flows and the use 

12 of tire fl~w• is basically on the developer, and baaed 

13 on the buildinq type, and baaed on occupancy uaaqe and 

14 aany thinqa that are in the toraula. 

15 Q can you point -- looking at Exhibit JPE-6 

16 attacbed to your teatt.ony, could you indicate where 

17 that is found? 

18 a Well, the coaputation is on 10-82.3. It'• 

19 Section 10-385, Developaenta Provided Within the 

20 Public water syat .. , (B), Fire Plows. 

21 Q All riqht. And you are aayin9 that differs 

22 from the previous Section 12? 

23 A I believe the previous Section 12 had 

24 specific flow class or flow requireaenta tor different 

25 types of buildings that -- you know, it was -- this 
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1 baa kind of tranalated reaponaibility on the developer 

2 · and ia related 110re to building function anc1 

3 classification aa it ia to, like, a ca.aarcial zone or 

4 an incSuatrial zone. 

5 Q I'• going to hand you Section 12, whi ch ia 

6 the previoua docuaent, the Fire Safety Standard• 

7 Deaiqn Requir .. enta. Lookinq at Paqe 12-3 and alao 

8 the bottoa of 12-2, ian•t that aubatantially the aaae 

9 fire flow requir ... nta and the .... atandarda aa the 

10 new ordinance? 

11 & Yea . It atatea the .... aa far aa thia ia 

12 between building• anc1 the needed fire flow, tbat'a the 

13 aaae. I think the coaputation foraula ia different . 

14 Q Okay. Where are you referring to? Which 

15 coaputation foraula? The F fire flow? 

16 & Yeah, the F fire flow and the aultipliera. 

17 I don't interpret that to be a apecific requir ... nt of 

18 the Utility Company. I think there'• a aiaconception 

19 aa to what the fire flow requir .. enta are for a 

20 apecific area and who'• reaponaible for thoae 

21 requir ... nta. 

22 Q I undaratanc1. I'• atill trying to figure 

23 out thouqh. Lookinq at the two docuaanta here, it 

24 appears that the fire flow calculation fro• Section 12 

25 ia: Fire flow ia baaed on the foraula F-18 x c x A, 
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1 and it li•t• vbat tho•• factor• are. That appear• to 

2 be the .... factor• and calculation on Page 10-82.3. 

3 would you agree? 

4 & Okay. Ye•, I do. 

5 Q Yeah, I • a ju.t trying to \.'nder•tand where 

6 you think the new one differ• troa the old one. 

7 & I haven't •tudied the difference. I ju•t 

8 know that thi• -- without taking ti- to coapare th-, 

9 I don't know what the intrin•ic difference• are. 

10 Q Okay. So when I ••ked you earlier whether 

11 you could a;r .. whether or not it wa• •ub8tantially 

12 the aaae, you .. id, no, they're not; now you would ••Y 

13 that you're not •ure? 

14 & I'll cbanqe ay an•wer. I'a not •ur• without 

15 reviewing th- in detail. 

16 U. 0 1 8VLLIVUI I'd like to have thi• 

17 aarked •• an exhibit plea••, it I could. It'• Section 

18 12, Fire satety De•iqn Standard• and Requir.-nt•. 

19 CQM¥t•8Ja..R D.a80.a Do you have copie•? 

20 ... 0'8VLLIVU1 I believe we have ju•t a 

21 couple ot copi••· We can give ay copy it you'd like. 

22 CVWMJUJa.D D.a80.1 It will be identified 

23 a• Exhibit 39. 

24 (Exhibit 39 aarked tor identification.) 

25 Q (87 .. • o• 8ulllY&A) Now, I under•tand that 

rLC:aZDA I'VBLIC 8DVJC. 0CW'"'88IO. 
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1 your teati110ny ia that the county doea not have 

2 authority or juriadiction over the utility to provide 

3 fire flow; ia that correct? 

4 '!'bat • • correct. 

5 Q Who doea have juriadiction over t he Utility, 

6 or doea anybody? 

7 & I would aay who baa juriadiction over the --

8 that would 6)8 DU and BRS. But aa far aa fire flow, I 

9 don't know. I don't believe anybody doea. 

10 Q What atandard do you think the Utility 

11 ahould adhere to in providing fire flow in ita 

12 territory? 

13 & Well, baaically, their reaponaibility i• to 

14 aaintain, and the new atandarda ordinance ia to 

15 aaintain the exiatincJ ayat-. I think that'• i~aplied 

16 in the new order. I'a not aure exactly where. 

17 Q Tbat'• the utility'• obliqation, the 

18 Utility'a 

19 & Yea, ia not to deer .. •• the level of 

20 aervice. 

21 

22 

23 

24 

25 

Q In your -- atrike that, atrike that. 

Tbe total nuaber of fire hydrant• in Gulf 

Utility'• aervice area ia approxiaately 400; ia that 

correct? 

I don't know that for aure, I didn't count 

ft.Oa%Da .uBLIC 8DVXC. cmiM%881011 
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1 tb-. 
2 Q Would you &CJr .. , aubject to check, tbat it '• 

3 at l .. at aeveral hundred? 

4 & Yu, I f .. l it•a aeveral hundred. 

5 Q You aaid tbat you've teat d thr ee aa 

6 indicated in your EXhibit JPB-7. Do you believe tbat 

7 to be a representative •aaple of the total nuaber 

8 available? 

g 

10 

11 

1l 

13 

14 

15 

16 

17 

18 

& 

Q 

& 

ror the flow available? 

I believe at the ti .. it vaa taken, yea, and 

in the area• taken. 

Q All ri9bt. 'l'hoae fire flow teat• indicated 

in JPB-7 that there are three aeparate teata there. 

Did you contact the local fire depart.ent to vitn••• 

those teata? 

& Ho. We contacted the Utility CQIIP&ny, and 

we contacted a licanaed aprinkler official to conduct 

19 the teat with ua. I didn't conduct it peraonally, I 

20 represented -- ay fira vas preaent. 

21 Q Would you aCJree that the Lee County Land 

22 Developaent Code requires tbat the fire dapartaent be 

23 preaant for fire flow teata? To be aore apecific, 

24 could I refer you to Section 10-384 (5)(c) vhi~~ ia on 

25 P&qe 10-82.2? 



1 

2 

3 

4 

5 

6 

7 

8 

g 

10 

11 

12 

13 

14 

15 

16 
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a Y-. Bxcept I'd aake an exception to that. 

Tbat'• for fire flow ~t• that are apecific to thia 

code. And tba purpoae of thia code ia for building 

peraittinCJ, it'• a land develop8ant code. I think 

that'• the context of the .. fire flow teata, involve a 

fire da~t. I think our teat• were a .. tter of 

taking en;ineerin; data and teatin;. And I don't 

think that really appli••· 

Q UnderatancUnCJ that you feel that the 

developaent order doean•t require you to have the fire 

departaent there, did you conaider havin; the fire 

d~ratent there to witneaa the teata? 

a I don•t know. I didn't aake all the 

arranv-nta. 

Q Who did? 

Marty OVena in ay coapany. And Steve 

17 Keaaner, I don • t know, he .. y have acme knowlecSCJ• of 

18 that. 

19 Q You atated in your teatiaony that the flow 

20 teat• were taken at the extreaitiea of Gulf Utility•• 

21 aervice area; ia that correct? 

22 a They were taken, I think, at areaa that were 

2 3 referencecl by 11r. Beard aa being weak area a. And I 

24 think that waa -- the intent waa to find, to verify 

25 thoae n•mbera to .. tiafy our aelv-. 
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1 Q Were thea• hydrant• at the 110at re110te 

2 locationa of each line? 

3 I would aay no. Like, for ex•aple, the 

4 conatitution area ia really a looped area. That waa 

5 on aheet 2 of 3. And Island Park and Park Road, that 

6 waa at the abaolute extr .. iti•• of it. That aay have 

7 been the 110at convenient two hydrant• that lined up. 

8 Q All ri.CJbt. Did tboae tbr .. fire flow teat• 

9 encoapaaa or were taken at all aeqaent• of the 

10 distribution ayat .. included in the atudy? 

11 

12 

a 

Q 

Could you repeat that queation, pleaae? 

Certainly. I'll rephra•• it. Were the 

13 three fire flow teat• taken repreaentative of all 

14 aeq.aenta of the diatribution ayat .. ? 

15 Ho. Actually, they were repre .. ntativea of 

16 ao- of the weak areas of the ayat .. , not -- I'd aay 

17 the vaat aajority of the ayat .. furniahea auch higher 

18 fire flow• tban tbeae rapr-ented hera. 

19 Q All right. You atated in your teati110ny 

20 that the duration of a fire event will be 110re than 10 

21 ainutaa; ia that correct? 

22 That'• the way I would like to take th .. ; 

23 that's the way these were taken. And that'• baaically 

24 an engineering deteraination, not a fire official'• 

2 5 deter.ination. Because I 1 ike to ••• hov the ayat .. 

ft.OIUD& ttUBLIC 8DVICII «WDDI88IOII 
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1 reacta in reality to how the ayatea ia d .. i9D84, the 

2 autoaation of the high aervice puapa when they kick in 

3 in a real life fire aituation. 

4 Q so your atat ... nt waa not baaed upon 

5 education or experience in fire acience, but inatead 

6 upon engineering principle• or engineering 

7 a No, I don't have a fire badge or degree in 

8 fire fighting . 

g Q What would cauae the flow level• to be 1••• 

10 than deaiqn expectation•? 

11 & Pardon .. ? Repeat, plea••· 

12 Q Certainly. What would cauae fire flow 

13 level a to be 1••• than deaign expectation.? 

14 a That'• hypothetical? 

15 Q Yea. 

16 & Well, deaiqn expectation•, if you do the 

17 correct hydraulic aodeling, they generally coae out 

18 fairly cloae, aaauaing you haven't aade ao .. wrong 

19 aaauaptiona, if you have a calibrated aodel ao --

20 Oftenti .. • you have cloaed valvea. We went 

21 in an area cloae to Ialand Park and found out that the 

22 fire flow• were auch 1••• than expected, and we found 

23 that we had aeveral cloaed valvea, auch that the loop 

24 ayat .. waan•t functionin9 properly. t aean, that 

25 would be one inatance or one caae. 

I 
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1 Typically, in dead end line• you don't have 

2 the fire flow that you -- but you would anticipate 

3 tbat in your calculation. 

4 Q Would buildup in the lin•• al•o, or •oaling, 

5 al•o cau•• fire flow probl ... ? Hypothetically again. 

6 & On a very old •Y•t.. that had ca•t iron and 

7 •o•e other thing• in it. I would •ay in thi• •Y•t•• 

8 •pecifically, it would be negligible becau•• of the 

9 water prooe•••• involved. 

10 Q Okay. Durinq your oro•• exaaination with 

11 Mr. Reilly, you di•cu•••d the fire event and the 

12 10-ainut•• duration, la•tinq aore than 10 ainut••· 

13 Did you i.ply that the fire departaent would turn on 

14 the fire hydrant• before they booked up the ho•••? 

15 & No, I didn't ... n that. They would hook up 

16 the ho•e• and then turn the hydrant on. I •tand 

17 corrected. 

18 

19 

20 

21 

22 

23 

24 

25 

Q The MFRa in thi• ca•• indicate u•ed and 

useful calculation• ba•ed on 1,500 gallon• per ainute. 

Are you •ayinq that the Utility i• not required to 

aeet that aaount? 

& 1,500 gallon• a ainute i• what a 

con•iderable aaount of the •Y•t .. doe• provide; I can 

•tate it that way. The •y•t .. a• we interpreted the 

develop .. nt code, one of ay •taft .. aber• wa• 



1 inatruaental in writing thi• code, the intent i• to 

2 never diainiah the quality or the flow and the 

3 pr•••ur•• in the •y•t- froa thi• da_y forward. And 
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4 I'a juat .. yinq that Gulf Utility in the va•t .. jority 

5 of their ca..ercial •Y•t- provide the 1,500 gallona 

6 per ainute flow. 

7 Aa the code i• written, the ainiaua flow i• 

8 500 gallona a ainute. And then you'd have the ability 

9 to different occupancie•, different cla••ification• at 

10 building, you can add •prinkler •Y•t-., draft tube•, 

11 you can build fire wall•, you can change your .. thod 

12 of con•truction. And that '• all incwabent on the 

13 d .. ign engineer -- developer'• engineer of how they 

14 want to do that and what building product and where 

15 he'• located within the •y•t- even. 

16 Q Ju•t one ao .. nt. Sorry. I• it your 

17 interpretation of the applicability of the Lee county 

18 land developaant code that it only applie• to 

19 developaent• that coae on line after thi• code wa• 

20 enacted? 

21 Sure. Becau•• that • • what they are u•ing. 

22 That•• how they utilize the code i•, if you're a 

23 developer you'd have to go take a fire flow te•t 

24 within a certain period of ti .. and aatch that up to 

25 your building tiae or el•e you won't get a developaent 



1 order. And that'• the whole aachaniaa. Tbat'• the 

2 whole purpoaa tor the coda. The coda waan•t written 

3 to apacity tire flow rata• tor tire dapart.anta, 

4 that'• certainly not the intent ot the coda. 

5 Q So it'• your taatiaony that the coda doe• 
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6 not apply. Even it a developaant ia put in attar thia 

7 coda waa enacted that Gulf Utility intend• to aarva, 

8 tbat ~t doaan't apply to Gulf Utility, juat to the 

9 developer? 

10 a The only part that it appli•• to Gulf 

11 utility ia that it'• their ayat .. that they are 

12 teatinq, that appliea baaically to the developer•. 

13 The only way it would apply to Gulf Utility ia if they 

14 are building a atructure -- for exaapla, we had to qat 

15 a davalopaant order for the Corkacraw wat•~ plant, 

16 we'd have to qo throuqh the aaae proc••• a• a 

17 developer. But it doaan•t atipulate a qallona per 

18 ~nuta flow, that a utility coapany baa to do 

19 aa.ethinq to create thia flow. 

20 All I'a aayinq ia that their axiatinq ayat .. 

21 ia wbat tba axiatinq ayataa ia, and that'• how that 

22 they apply the coda, ia to takinq fire flow teat• on 

23 the exiatinq ayat... What we're further aayinq, I 

24 think, ia we provide 1,500 qallon• a ainute in the 

25 va•t aajority of the ayat .. , and there are aoae older 
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1 area• of the •Y•t- where we cannot becau.e they were 

2 built to coct•• prior to thi•. 

3 Q All ri9ht. Ju•t a .,..nt. 

" •• o•8GLL%9alla .. bava aothift9 further. 

5 Thank you for waitiftCJ. 

6 

7 amiJmC~J~ WOUDifJC. 

8 BY D. GIJILJIII 

9 Q Do the plant., the water plant•, provide at 

10 lea•t 1,500 9allon• per ainute pr•••ure delivered? 

11 Tbe water plant• a• I -- I didn • t da•i9ft the 

12 cork•crew plant -- were de•i9fted with the intent to 

13 provide the aaxi.ua daily flow. The boo•ter puap• and 

14 water •tora9• •Y•te.a are da8igned for the fire flow 

15 ca.ponant. However, a• Mr. Cardey te•tified, i• that 

16 once that'• depleted, then that'• part of the aaxiaua 

17 day flow that you have to refill tho•• ~ank•. I 

18 believe that•• what we were •ayiftCJ. 

19 

20 

21 

Q 

a 

Q 

would you u•• the old code to date? 

Pardon .. ? 

Would you u .. the old code, Section 12? 

22 Would you u .. it for now? 

23 No, it wouldn't have any validity. Tbe 

24 purpo•• of the code, a9ain, 1• for develop .. nt•. 

25 Q You'd u•e the ~~re current and pre•ent code; 

I'LOJtiD& PUIILIC 8DVIC. cmDII88IOII 
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1 is that correct? 

2 a Y••· 
3 Q These lines, these old lines in various 

4 parts ot the syst .. , what would be involved in 

5 replacing those lines, retrofit larger lin•• tor tire 

6 tlov? 

7 It would involve a great deal ot cost 

8 becauae these areas are in already developed areas 

9 where you have a lot ot other utilities and 

10 intrutructure in the syst .. , so it would be a 

11 treaendous expenae. 

12 Q Including digging up streets, aaking ditches 

13 in the streets? 

14 a Streets, driveways, you'd have to acquire 

15 ea...ants probably. 

16 Q Would you reca.aend that Gulf Utility be 

17 required to do tbis? 

18 

19 

a 

Q 

No. 

Why? 

20 a Whether or not -- they are not coapelled to 

21 do that. I ..an, there • • nothing in that requires 

22 th .. to do that. So unless there vas a funding 

23 .. chani•• that it would aake this useful. so 

24 obviously soaeone would benefit troa the lin••· So I 

25 wouldn't arbitrarily qo ou ~ and replace these lin••· 

rLORXDA VVBLIC 8DnC. ~1881011 
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1 D. aaKDI That'• all I have. I IIOVe 

2 Exhibit 36. 

3 C(WPTU%a..a D"8CWI Without objection, 

4 Exhibit 3 6 i• adlli tted. Other exbibi t•. 

5 (EXhibit 36 received in evidence.) 

6 ... 0'8VLL%VUI Staff 110ve• EXhibit No. 39. 

7 CO"M%U%a..a D .. enwa Without objection, 

8 EXhibit No. 39 ia adaitted. 

9 (EXhibit 39 received in evidence.) 

10 co-nuxa.a D .. ecwa Thank you, Mr. Elliot. 

11 (Witneaa Elliot excuaed.) 

12 - - -

13 m.L%01'1 Thank you. 

14 a. GKDa Call the next witne••· 

15 Mr. Nixon. Are you ready? 

16 

17 - - - - -

18 aoaalf c. u.. 

19 wa• called a• a witneaa on behalf of Gulf Utility 

20 company and, having been duly •worn, te•tified •• 

21 follova: 

2 2 Du.ct' •DUDif%0. 

23 BY D. Gft.DI 

24 Q Mr. Nixon, you te•tified earlier did you 

25 not? 
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4 

5 

6 

7 

8 

9 

10 

11 
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.. Yea, I cUd • 

Q And you were aworn in before that? 

.. Yea • 

Q Have you prepared teati.ony for preaentation 

in thia proceedincJ conaiating of 25 page• of queationa 

and 

you 

answera? 

.. 
Q 

wiah 

.. 
Q 

Yea. 

Are there any correction• or addition• that 

to .aka? 

No. 

If I were to aak you tho•• queationa today, 

12 would your answer• be the .... ? 

13 .. Yea. 

14 ... G'l'LDI Jlr • Chairaan, aay we have thia 

15 inserted into tbe record aa though read? 

16 C(Wfl88IOIID ~ .... Without objection, it 

17 shall be so inaerted. 

18 Q (By Ill'. Gatlia) Now, Mr. Nixon, you have 

19 two exhibits, do you not, attached to your testiaony? 

20 

21 

.. 
Q 

Yea, I do • 

RCN-1 i• the average adjuated balance aheet 

22 working capital allowance, and RCN-2 ia capital 

23 projects included in account• payable; ia that 

24 correct? 

25 That'• correct. 



1 D. G'l'LDII Nay ve have theae exhibi ta 

2 identified, Mr. Cbairaan? 

3 OQMMXUia.'D DDIOWI Yea. Coapoaite 

4 Bxhibit 40. 

5 (Bxhibit 40 aarked for identification.) 

6 

7 

8 

9 

10 

11 

12 
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BEFORE THE FLORIDA' PUBLIC SERVICE COMMISSION 

GULF UTILITY COMPANY 
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APPLICATICN FOR CHANGE IN WATER AND WASTEWATER RATES 

JJOCJ(ET NO. 960329-WS 

UBUT'l'AL TEST,l(SONY OF RQBERT C. NIXQN, C.P.A. 

Q. Please at-.•· • ·-s your name and professior,al address. 

A. Robert •-.. Jllixon, c. P.A., a partner in the accounting firm 

of ~-o,.dn, Jackton, .li• . . con' Wilson, P.A., 2560 Gulf-To-Bay 

Bc'-'. lf!V.~t.rtl . Bu1te 200, Clearwater, Florida J4625. 

Q. .::ll'lf1 l •.JU previously provided testimony in this Docket? 

.\. Y••· 
Q. Whcst :' s the purpose of your rebuttal testimony? 

A. The purpose of my rebuttal testimony is to respond to the 

O~smukes, witness for 

the Of)" i . . "~ ,f !">llHl i.r: .. • . .,· .. .• Jel, on the issue of the 

allowance for wor:<ing capital. 

Q. First, let's begin by understanding "'hat wor!d.ng capital 

is. Would you please define working capital from both a 

financial standpoint and the rate making perspective? 

A. From a financial standpoint, working capital is a measure 

of financial liquidity of a b\·siness enterprise. The 

meauure~ent is baaed on the availability of cash and ~ther 

curr.,nt assets that are readily convertible to cash tlaat

may be used to meet liabilities that must be paid in the 

current business cycle. This financial liquidity measure 
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is based on a comparison of current assets to current 

liabilities at a point in time. Measurement is expressed 

as the ratio of current assets to current liabilities and 

is co-only referred to as the current ratio . In my 

experience, most banks and o~her f in&ncial institutions 

look for a ainimum current ratio of 2 times. According to 

Gulf's audited financial statements at December 31, 1995, 

the Company had current assets of $4.8 million and current 

liabilitiel of approximately $1 . 4 million. This results 

in a current ratio of approximately 3.4 times. 

The rate making perspective of working capital is 

quite different. The following definitions are taken from 

the text •Accounting Lor Public Utilities," by Robert L. 

Hahne and Gregory E. Aliff, published by Matthew-Bender: 

"For rate making purposes, working 

capital is a measure of investor funding 

of daily operating expenditures and a 

variety of non-plant investments that 

are neceaaary to auatain ongoing 

operation• of the utility . The rate 

aaking aeasure of working capital is 

deaiqned to identify these ongoing 

funding requirement& on average over a 

teat year." Emphasis supplied. 

"The average amount of capital prov i ded 
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by inveatora, oyer and above the 

inveatment in plant and other 

apecitically meaaured rate baae items, 

to bridge the gap between the time 

expenditure• are required to provide 

aervicea and the tiae collections are 

received tor auch aervices." Emphasis 

aupplied. 
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Theae definition• of working capital have been 

accepted and uaed by the Commission since it began 

requlating water and waatewater companies under its 

juriadiction. 

Q. Doea Ma. Diamukea' testimony on working capital conform 

with the generally accepted definitions you have just 

given? 

A. No . Ma. Diamukes tails to underatand that the allowance 

for working capital ia just that -- ·an allowance over an.j 

above the capital investment in plant and ot!ter 

apecifically aeaaured rate base i tems . Unc..~er 

Ma. Diamukea' definition, current assets and current 

liabilities are a aource of capital for rate base plant 

inveataent. Long lived plant aaaeta simply are not funded 

by working capital. Rather, working capital is a 

aeaaureaent of caah required to fund day-to-day 

operationa. 
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1 Q. What sources of capital has the Commission looked to in 

2 support of rate base plant investment? 

3 A. The Florida CoiUiission, and all other jurisdictions of 

4 which I aa aware, utilize the capital structure plus 

5 accuaulated deferred incoae taxes a nd tax credits. 

6 Q. Please define the term capital structure as you have just 

7 used it. 

8 A. The capital structure of a utility consists of those long-

9 term sources of funds used for plant investment and 

10 include collllllon equity, long- and short-term debt, deferred 

11 tax credits, and customer deposits. These are the 

12 elements of capital structure which the Commission has 

13 uced for as long as I can remember and are set forth on 

14 Schedule D-1 of the CoiUiission's uniform MFR's and adopted 

15 by reference in Rule 25-30.437. 

16 Q. Does that schedule of capital structure contain any 

17 current asset or current liability accounts? 

18 A. No, except for customer deposits, which is viewed t.s a 

19 type of short-term debt. 

20 Q. Why is an understanding of the definition of working 

21 capital and the components of the capital structure 

22 important? 

23 A. Understanding these definitions is important because 

24 Ms. Disaukes has recoiUiended that negative working capital 

25 should be used to reduce the Company's net rate base 
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1 inve•tment which, a• I just explained, is supported by a 

2 Coapany'• capital •tructure, and not its working capital 

3 account•. Traditionally, the Commission and its Staff 

4 have well under•tood the•e definitions and, as a result, 

5 have not reduced rate base investment by a negative 

6 working capital allowance. 

7 Q. On page 22, lines 19-21, M•. Dismukes states that if the 

8 Co-is• ion does not include a negative working capital 

9 allowance in rate base, it will provide the Company with 

10 an opportunity to overearn. Is she correct? 

11 A. Ab•olutely not. For this to be true, the Commission would 

12 need to abandon it• traditional rate making practice, 

13 based on the capital •tructure and the cost thereof, and 

14 adopt a new capital structure which includes current 

15 a••et• and current liabilities. Additionally, the 

16 Commi••ion would need to abandon its traditional 

17 definition of working capital and determine that ct.rrent 

18 assets and current liabilities do not fund da~-to-day 

19 operations; but instead, are a source of funding for 

20 capital utility plant inve•tmenta. 

21 Q. Is there such a thing as negative working capital? 

22 A. Ye•, for a financially distressed utility . Under 

23 M•· Di••uk••' propo•al, the worse ott a utility is 

24 financially, not only is there no need tor an allowance 

25 for working capital, but a utility should be penalized by 
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1 reducinq ita inveataent which is supported by the capital 

2 atructure. 

3 Neqative workinq capital may exist prior to rate 

4 relief, particularly if rates have been qrossly 

5 inaufficient. However, if proper adjustments are made to 

6 reflect the impact of the souqht after rate increase, 

7 balance aheet workinq capital is seldom neqative. 

8 More often, computation of a negative working capital 

9 allowance simply means that the computation is flawed. 

10 Either the adjustments just mentioned have not been 

11 conaidered or the c&lculation contains current assets or 

12 liabilities which ahould have been eliminated. 

13 Converaely, certain components may have been eliminated 

14 which ahould have remained in the computation. 

15 Q. Haa the CoDUDission adopted any rules or published any 

16 quidelines on how balance aheet working capital is to be 

17 calculated? 

18 A. None of which I am aware. Although rule making w.>uld 

19 certainly be appropriate under Section 120.54 F.S., and 

20 may be required, no rule as defined in Section 120.52 (15) 

21 baa been adopted by the Commiasion on balance sheet 

22 workinq capital. 

23 Q. On paqe 23, linea 11-15, Ms. Diamukes quotes the remarks 

24 of Commiaaioner Deaaon in part: "and a negative working 

25 capital allowance, all it means is that there are other 
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1 •ource• of capital other than things supplied by the 

2 investor that are being used to support the operations of 

3 this co•pany. And it is important to recognize that like 

4 we do other sources of capi ~a 1. " Would you please 

5 co .. ent? 

6 A. I re•pectfully disagree wit h Commissioner Deason that a 

7 negative working capital means there are "other sources of 

8 capital." A•suming the computation was correctly made 

9 which resulted in a negative allowance, this would simply 

10 mean that there are other sources of cash working capital 

11 to support day-to-day operations . A negative working 

12 capital computation would not demonstrate a source of 

13 capital u•ed to •upport rate base under the definitions 

14 and long-standing Commission policy I have discussed 

15 above . In •Y opinion , a negative working capital, validly 

16 computed, •imply aeans that a company has no need for an 

17 allowance which earns a rate of return . It does not mean 

18 that working capital deserves capital structure 

19 recognition. 

20 Q. On paqe 24, lines 9-11, Ms. Dismukes states that the 

21 Commission's rules have no requirement for a zero working 

22 capital allowance and notes that the commission's rules 

23 require that the balance sheet approach to working capital 

24 be u•ed for Cla•s "A" and "B" water and wastewater 

25 utilities. Is she correct? 
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1 A. She is correct that no rule exists regarding zero working 

2 capital; however, long-standing Commission policy, as 

3 reflected in numerous rate orders, indicates that zero 

4 working capital is appropriate · for those companies with a 

5 validly coaputed negative working capital allowance. She 

6 

7 

8 

is incorrect with regard to which utilities are required 

to use the balance sheet aethod. Under Rule 25-30.433 

(2), the balance sheet approach for ~alculating working 

9 capital is required only for Class "A" utilities. Working 

10 capital tor Class "B" and "C" ·utilities is based on the 

11 formula aethod. 

12 Q. On page 24, beginning at line 14 and continuing through 

13 page 25, line 13, Ms. Dismukes di•cusses her hypothetical 

14 example, attached to her testimony as Schedule 18, to 

15 demonstrate how the Company would overearn if a negative 

16 working capital allowance is not included in rate base. 

17 Does the hypothetical example on Schedule 18 support h•!r 

18 assertion? 

19 A. No. The nUIDbers in the hypothetical example are self-

20 serving and have been crafted to demonstrate Ms. Dismukes' 

21 arguaent for recognition of negative working capital. The 

22 flaw in the example, as crafted, is Ms. Dismukes' belief 

23 that the co-ission somehow regulates total assets and 

24 liabilities. It does not. Historically, the Commission 

25 has considered only defined elements of rate base and 
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1 capital atructure, not total aaaets and liabilities. As 

2 I •entioned previoualy, the Commission would need to 

3 chanqe ita basic approach to rate making in order for 

4 Ma. Dismukes' exa•ple to have any validity. 

5 More specifically, items s uch as accounts payable, 

6 accrued taxes, and miscellaneous accrued liabilities are 

7 not aourcea of coat-free capital. They may be a source of 

8 cash flow and cash working capital required to pay for 

9 day-to-day operating expenses, but they are not a capital 

10 source of funds supporting rate base plant investment. 

11 Q. Would you please comment more specifically on the numbers 

12 in the hypothetical example? 

13 A. As I previously stated, the numbers in the hypothetical 

14 example are self-serving and have been crafted to support 

15 a specific conclusion. In addition, the numbers do not 

16 appear to be realistic. We are not given enough 

17 infor.ation to fully understand the financial position and 

18 working capital needs of the utility in the hypothe~ical 

19 example. I note the following: 

20 1. The realism of the numbers in the capital 

21 structure ia questionable. Presumably, the original plant 

22 inveat•ent was in excess of $100,000, since net plant is 

23 ahown. Yet, common equity and long-term debt total only 

24 $75,500. Thus, it is likely this utility has been losing 

25 a lot of money. The example does not f!t the typical 
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1 utility capital structure, where total capital exceeds the 

2 rate base and aust be reconciled downward on a pr~rata 

3 basis. 

4 2. Miscellaneous current liabilities appear to be 

5 conveniently high. What are they? Do they relate to 

6 operations and properly belong in the computation of 

7 working capital? Not enough information i~ available to 

8 answer thea• queations. 

9 3. The existence of $3,000 of accumulated deferred 

10 income tax debits is suspect. They would arise only from 

11 book/tax tiaing differences where income is recvrded for 

12 tax purpoaea, but not book purposes. Further, they would 

13 only be booked if it was more likely than not that the 

14 company would have future taxable income which would allow 

15 realization. Aa I aentioned, the numbers in the capital 

16 structure auggest the company has been losing money and 

17 probably operates at a loss for both book and tax 

18 purposes. 

19 Without this deferred tax asset, the capital structu•·e 

20 would correctly total $90,000 and be equal to the net rate 

21 base investaent before consideration of any allowance for 

22 working capital. 

23 4 . Net CIAC ia unrealistically low. Under Commiasion 

24 Rule 25-30.580, governing service availability charges and 

25 CIAC level• (75 percent/25 percent rule), one would expect 
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1 net CIAC to be auch higher than the $10,000 shown in the 

2 hypothetical example. 

3 Resolution of the questions raised above or simply use 

4 of a aore realistic number for net CIAC would change the 

5 results stated by Ms. Dismukes and support the traditional 

6 methods of rate making previously discussed. 

7 Q. You have defined working capital and distinguished between 

8 working capital and the capital structure of a utility. 

9 Also, you have discussed and explained the Commission's 

10 traditional rate making practices related to these items. 

11 From a practical standpoint, what is allowance for working 

12 capital trying to approximate? 

13 A. The concept of working capital is a cash concept. 

14 Regulators attempt to determine the amount of investor-

15 supplied cash which i• necessary to fund day-to-day 

16 operations between the time expenses are incurred and cash 

17 is collected to pay for such expenses. Generally, t ."le 

18 aethods used to estimate this cash requirement are 

19 lead/lag studies, the formula method, and balance sl:eet 

20 •ethod. 

21 Q. Earlier, you •entioned that the Commis£ion had no rules, 

22 written procedures, or other guidance t~ actually make the 

23 balance sheet working capital computation. Is that 

24 correct? 

25 A. Yea. 
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1 Q. Generally, how is workinq capital, using the balance sheet 

2 aethod, computed? 

3 A. The aiaple answer is that coat-free current assets are 

4 subtracted from coat-free current liabilities. In 

5 reality, the computation is auch more complex and 

6 subjective. For instance, those elements of current 

7 assets and liabilities which are considered elsewhere in 

8 

9 

10 

11 

12 

the rate aaking process are eliminated and certain known 

and measurable items are added. It is these types of 

additions, subtractions, and adjustments to the current 

asset and liability accounts which make the computation 

subjective and for which no Commission guidance exists. 

13 Q. Let's discuss some of these issues generally and as they 

14 apply to Gulf Utility Company. First, what problems are 

15 involved with determining cost-free current assets and 

16 current liabilities? 

17 A. Cash is certainly a problem. In a well managed utility, 

18 there is no such thing as cash which is not in an intereP-t 

19 bearing account of some kind. Since the Commission fir~t 

20 started using the balance sheet method in the late 1970's, 

21 in a telephone case, the banking industry has offered a 

22 variety of cash aanagement tools which now allow even 

23 operating accounts to earn interest. Such innovations as 

24 overnight "sweep" accounts and various types of temporary 

25 investaent accounts are available to the utility manager. 
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1 As it applies to Gulf, its operating cash account is 

2 a "sweep" account which earns a modest amount of interest. 

3 Although the operating account earns interest, it should 

4 not be eliainated from the working capital computation, 

5 since the account is required to fund day-to-day 

6 operations. Rather, the Commission should recognize 

7 today'• banking and operating environment by allowing such 

8 cash in the computation, and reducing such cash by the 

9 interest earnings. 

10 Q. What difficulties are associated with the elimination of 

11 working capital accounts which are provided for elsewhere 

12 in the rate making process? 

13 A. A good example of this type of adjustment is customer 

14 deposits. Since they are recognized in the capital 

15 structure, they are eliminated from the working capital 

16 computation. While customer deposits treatment is 

17 straightforward, other less apparent items lead to 

18 controversy for which there is no firm guidance. For 

19 example, moat utility companies include plant construction 

20 payable• in accounts payable. Because the plant assets 

21 related to the payablea are included in rate base and earn 

22 a rate of return, auch payables should be eliminated from 

23 the computation. The source of funding for construction 

24 payablea is generally long-term debt recognized in the 

25 capital structure. Also, such payables do not relate to 
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funding of the day-to-day operations and the working 

capital needed to fund such operations. 

Another controversial item in this area relates to 

accrued interest payable. Although interest payable has 

been recognized in coat of capita l appl ied to rate base, 

it is generally included to offset cash carried in the 

operatinq account to actually make the payment . However, 

circumstances differ from company to company and interest 

payments may not be made from the operating cash account. 

In the case of Gulf , the Company's primary financing 

vehicle is Industrial Development Revenue Bonds . The 

Company has special cash deposits from which principal and 

interest payments are made . As a result, it is not 

appropriate to include interest payable in the working 

capital computation, since payments are not made from the 

operating account and the account which actually funds 

interest payments has been eliminated. 

It is very important in analyzing current assets 4nd 

liabilities to utilize the matching concept. 

How about the additions or adjustments to working capital 

accounts you •entioned? 

These adjustaents generally attempt to account for the 

impact of rate increases on working capita 1 . These 

adjustaents are iaportant because a company's histor i c 

test year balance sheet working capital is understated, 
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1 aince ita ratea have not been sufficient to cover 

2 operating expenses and/or generate a fair rate of return. 

3 These typea of adjustments include the impact of higher 

4 rates on cash and customer accounts receivable. 

5 Another adjuatment of this type recognizes deferred 

6 rate caae expenae or deferred maintenance costa which are 

7 approved in the course of a rate proceeding and not 

8 reflected in teat year working capital. 

9 Gulf has made several adjustments along these lines 

10 which ahould be considered and approved by the Commission. 

11 Q. Do uaed and uaeful adjustments impact the balance sheet 

12 working capital computation? 

13 A. Yea. Interest payable should be adjusted for used and 

14 useful interest. That is, the interest expense which is 

15 associated with the capital structure as reconciled to 

16 rate base. This would not apply to Gulf, since interest 

17 payable ia not funded by the operating cash account. 

18 Instead, there is a matching debt service cash account 

19 which has been established to service debt. 

20 Q. Have you reviewed the Staff Audit Report dated 

21 November 12, 1996, and Gulf's response dated 

22 Dece•ber 6, 1996, as related to working capital in Audit 

23 Exception No. 5? 

24 A. Yea. I alao reviewed Gulf's response to Audit Exception 

25 No. 5 included in the Audit Report as pages 14 and 15. 
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1 Q. What period did the audit use for computing the working 

2 capital allowance? 

3 A. The 13 aonths ended August 30, 1996. As stated in the 

4 report, this was the latest period for which actual data 

5 was available. 

6 Q. What test period did the Company use? 

7 A. The projected test year ended December 31, 1996. 

8 Q. What period should be used and why? 

9 A. The projected test year ended December 31, 1996. Failure 

10 to use the projected period ignores the impact of known 

11 changes, primarily related to annualized 1996 growth, the 

12 revenue associated with Florida Gulf Coast University 

13 (FGCU), and impact of the proposed rates requested in this 

14 proceeding . 

15 Q. What working capital accounts were impacted by this 

16 failure and do the projected test year balances appear 

17 reasonable? 

18 A. Cash and customer accounts receivable. Based on ~ 

19 comparison of projected test year balances with histot·ic 

20 test year balances (year ended December 3, 1995), and 

21 projected revenue on Schedule E-13, pages 152 and 154 

22 (MFR's), the projections for these accounts appear 

23 reasonable. 

24 Average cash and custoaer receivable balances for the 

25 historic test year amounted to $1,120,472 and $260,014, 

-16-



779 
1 respectively. These same average account balances for the 

2 projected teat year aaount to $1,143,929 and $305,246, 

3 respectively. Thus, average projected cash increased by 

4 $23,457 (2.09') while projected customer receivables 

5 increased by $45,232 (17.39,). 

6 Aa aentioned above, projections for these accounts 

7 included the impact of customer growth and a full year'• 

8 revenue using proposed rates. A summary of projected 

9 revenue increases ia as follows: 

10 

11 
12 

13 
14 

15 

16 

17 

Water 

Sewer 

Total 

Total incr•a•• 

Avtra91 .onthly inert••• 

1995 1996 

$2,124,579 $2,140,299 

1. 117, 570 1. ~1Q.IPQ 

53.242.11? 53.811.169 

55§9.020 

s 17,118 

MFBBe(trtDCI 

Z-2, P9· 133; 
Z-13, P9· 152 

Z-2 P9 · 135s 
Z-13, P9 · 154 

18 Based on the above, Gulf's projections for cash and 

19 customer receivables appear reasonable. 

20 Q. I understand how receivables could be expected to incr-::ase 

21 by the average aonthly increases in revenue. How ~bout 

22 cash? 

23 A. The cash average assumes that over the projected period, 

24 approxiaately 50 percent of the increase in receivables 

25 would be converted to cash, net of increased O'M expense 

26 and taxes other than income. 

27 Q. Please discuss the reasonableness of the other projected 
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1 working capital accounts. 

2 A. I would like to divide these accounts into two categories: 

3 Those that do not effect the allowance for working capital 

4 computation and those that do have an impact. 

5 Those that do not have an effect because they are 

6 eliminated are as follows: Special deposits, notes 

7 receivable and payable to associated companies, 

8 miscellaneous current and accrued assets (interest), 

9 accounts payable construction, customer deposits, 

10 unamortized debt discount, preliminary survey and 

11 investigation charges, clearing accounts, and accumulated 

12 aeterred income taxes. 

13 Thus, troa a working capital standpoint, the accuracy 

14 of the projections for eliminated accounts is irrelevant. 

15 However, I woul d point out that with the exception of 

16 accumulated deferred income taxes, a 11 of the average 

17 projected balances for these accounts are lower than the 

18 average historic balances for 1995 . 

19 Q. What are the remaining accounts which do have an impact 

20 and are the projected average balances reasonable? 

21 A. The remaining accounts are as follows: Prepayments, 

22 materials and supplies, accounts payable/trade, accrued 

23 taxes, accrued interest, miscellaneous current 

24 liabilities, deterred rate case expense, and miscellaneous 

25 deferred debita. 
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1 Prepayments consist primarily of prepaid insurance and 

2 office equipment aaintenance contracts. Projected 

3 inaurance coats are depicted on MFR Schedules B-3 (pages 

4 71 and 72). The policies were expected to be renewed in 

5 January and February, 1996, and expensed over a 24-aonth 

6 policy period. As a result, the projected monthly amounts 

7 and reaulting average balance appea rs reasonable. 

8 Material• and aupplies were projected to total 

9 $24,326. Thia compares to the historic 1995 average 

10 balance of $26,078. Thus, the projection is reasonable . 

11 During the course of this proceeding, Gulf increased the 

12 average to $37,4 76 for inventory of a water treatment 

13 chemical to improve water quality. This balance has been 

14 accepted by OPC witness Dismukes. 

15 Accounts payable/trade averaged $180,640 in the 1995 

16 historic teat year as compared to $170,889 for projected 

17 1996, a difference of just 5.7 percent. The difference 

18 appears due to the fact that construction payables are 

19 included throughout the historic test year, while they are 

20 excluded for the months of April through December o;1 the 

21 projected balance aheet. In any event, the difference 

22 between 1995 and 1996 is immaterial and the projected 

23 balance appear• reaaonable. 

24 Accrued taxes were projected to average $329,812 as 

25 coapared to the historic average of $209,052. The 
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1 projection included increases in payroll taxes, property 

2 taxes, and Regulatory Assessment Fees. Projected 

3 increaaea per Schedule• B-15, pages 93 and 94 total 

4 $40,546. Thua, the 1996 projection appears overstated and 

5 ahould be accepted. 

6 Q. Speaking of accrued taxes, did the Company's vrojection 

7 include an account "CIAC Tax Payable," totalling $314, 632? 

8 A. No. The title of this account is misleading. Actually, 

9 this account represents the liability for "Contributed 

10 Taxea" -- groaa-up collections. The account 1s carried as 

11 a liability until the Commission determines how much 

12 ahould be refunded to the contributor of gross-up. The 

13 opposite aide of this entry is cash deposited in an 

14 intereat bearing escrow account, pursuant to the Company's 

15 grosa-up tariffa. Such cash has been excluded from the 

16 working capital computation. 

17 Q. Please continue with your comments on working capital 

18 accounts. 

19 A. The next one is accrued interest. Since I have eliminat~d 

20 this account from the working capital computation, as 

21 discussed in further detail below, an accurate projection 

22 was not essential. However, Gulf has provided staff with 

23 a detailed computation of 1996 accrued interest, totalling 

24 $269,790, (page 15 of Audit Report) which has been 

25 accepted by OPC witness Kim Dismukes. 
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1 Miscellaneous current and accrued liabilities include 

2 salaries and eaployee benefits payable. The projected 

3 1996 average balance is slightly leas than the 1995 

4 balance ($49 1 740 va. $50 1 088). Thus, the projected amount 

5 appears to be reasonable. 

6 Deterred rate case expense was projected to average 

7 $57 1 561. This number was used by the auditors. In 

8 keeping with Commission policy 1 the average actual expense 

9 approved in this proceeding should be substituted for the 

10 projected 1996 average balance. 

11 Finally, aiacellaneoua deterred debita were projected 

12 to be $335,205 tor 1996 1 as compared to an average 1995 

13 balance ot $465 1 660. This account contains amounts due 

14 under developer refundable advance agreements ($204,231, 

15 which did not change) and various deferred charges . These 

16 items include the coat ot operating permits and regulatory 

17 coats priaarily related to gross-up proceedings . The only 

18 projected changes to the account balance related to 

19 amortization ot the various deterred charges mentioned 

20 above. Therefore, the projected balance is reasonable. 

21 Q. What ia your conclusion regarding the projected working 

22 capital account balances which have an impact on the 

23 computation ot the allowance? 

24 A. Baaed on ay comments above, the projected workin~ capital 

25 accounts tor the 1996 teat year are reasonable and provide 
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1 an acceptable baaia tor determining an allowance for 

2 working capital. 

3 Q. Have you coaputed an allowance for working capital using 

4 the MFR account and balances we just diacussed? 

5 A. Yea. Attached to •Y teati•ony ia Exhibit 4¢ (RCN-1) I 

6 which calculates a working capital allowance of $476,996, 

7 before adjuataent for final deferred rate case expense. 

8 Q. Let'• briefly discuss each of these adjustments. What is 

9 the adjustment to cash? 

10 A. This adjustment removes interest bearing money market 

11 accounts and a small amount of interest earned on the 

12 operating account during the first quarter of 1996. 

13 Q. How about special deposits? 

14 A. These are the trust and special deposit accounts set up 

15 pursuant to Gulf's IDRB'a and from which principal and 

16 accrued interest are paid. This is the matching asset for 

17 accrued interest. 

18 Q. What adjustments were made to notes and accounts 

19 receivable and payable? 

20 A. Both projected teat year balances for these accounts were 

21 eliminated, aa they are related party transactions. 

22 Additionally, the note payable is accounted for elsewhere 

23 in the rate aaking process (capital structure) . 

24 Q. Explain the adjustment to materials and supplies. 

25 A. This account waa adjusted tor additional water chemicals 
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1 diacuaaed above, and agrees with the recommended balance 

2 of OPC vitn••• Dia•ukes. 

3 Q. What about aiacellaneoua current and accrued assets? 

4 A. The projected balance vaa eliminat&d aince it repreaent• 

5 intereat receivable on the IDRB • pecial deposits mentioned 

6 above. 

7 Q. It the co-iaaion doea not follow the matching concept and 

8 doe• not eliminate accrued interest on the IDRBs, should 

9 intereat receivable then be eliminated? 

10 A. No. Intereat receivable on the IDRBs is a source of 

11 workin9 capital to fund accrued interest and would not be 

12 eliminated. The interest receivable is simply the other 

13 aide ot accrued interest payable. 

14 Q. How about account• payable/trade? 

15 A. The Co•pany uaed actual balances through March, 1996. 

16 Such balance• included con•truction payable& primarily 

17 related to the Three Oak• wa•tewater treatment plant ~.nd 

18 Cork•crew Road water main and water treatment plant . I 

19 have eliminated the average balance of these construction 

20 payable• a• cal~ulated on Exhibit f£7 (RCN-2). 

21 Q. And you alao eliminated accounts payable - construction 

22 related to FGCU? 

23 A. Yea. 

24 Q. Do you have any aupport for the ttlimination of 

25 con•truction payable•? 
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1 A. Ye8. Aqain the aatching concept is applied. The source 

2 of payaent for con•truction is long-term debt, which is 

3 accounted for el•ewhere in the rate setting process and 

4 the •pecial depo•it• eliainated above. 

5 Further, the CoiiJDi••ion ha• previously issued rate 

6 order• recognizing that elimination of conDtruction 

7 payable• i• appropriate (St. John• Service Company, Order 

8 No. 18551; Hydratech Utilities, Inc., Ord~r No. 22226). 

9 Q. Cu•tomer depo•it• do not require comment. Please explain 

10 the adju•taent to accrued interest. 

11 A. A• noted el•ewhere, the matching concept requires that 

12 accrued intere•t be eliminated. Interest i• simply not 

13 paid out of the operating ca•h account. A portion of cash 

14 receipt• 1• depo•ited into a special deposit account to 

15 pay intere8t. A• noted above, the cash used to pay 

16 intere•t ha• bee n eliminated. Failure to eliminate 

17 accrued intere•t, artificially and unfairly reduces tha 

18 Coapany'• working capital requirements. 

19 Q. If interest were paid from the operating account, wculd 

20 accrued intere•t be eliminated? 

21 A. No. The aatchinq concept would require that accrued 

22 intere•t reaain in the computation . 

23 Q. Unaaortized debt di•count/expen•• and accumulated deferred 

24 incoae tax•• are con•idered el•ewhere in the rate setting 

25 proce•• and eliminated, correct? 
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1 A. Ye8. 

2 Q. How about preliminary •urvey and investigation charges and 

3 the clearing account? 

4 A. Becau•e they do not relate to day-to-day operations, they 

5 were eliainated. 

6 Q. Explain the adju•taent to ai•cel l aneous deferred debits . 

7 A. The component• of this account were discussed above . The 

8 receivable related to developer refundable advance 

9 agreement• wa• eliminated •ince it does not related to 

10 utility operations. 

11 Q. Do you have anything further to add? 

12 A. Not at this time. 
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1 ... aa~r..a Mr. Nixon, i• available tor 

2 que•tion•. 

3 ... UXLL~I Excu•e •e. Before I do that, 

4 is it to late tor .. to go ahead and aove •o .. 

5 exhibit• into the record? 

6 C«*'"Uia.D DDII'"I No. Go ahead, Mr. 

7 Reilly. 

8 ... UILL~I 'l'bi8 will be Coapo8ite 37 and 

9 Exhibit 38. 

10 CO""I81Ia..R DDSOMI Without objection, 

11 Exhibit• 37 and 38 are adaitted. 

12 (Exhibit• 37 and 38 received in evidence . ) 

13 Cll088 WDIIJ:DifiOII 

14 B~ D. UILL~I 

Good afternoon, Mr. Nixon. 

Good afternoon. 

788 

15 

16 

17 

Q 

a 

Q Are you abaolutely aure that Gulf Utility is 

18 not a SUbchapter S corporation? 

19 a I aa po•itive. 

20 ... UILL~I Okay, I have no further 

21 questions. 

22 

23 

2 4 thank you. 

OO""I881a..R D.a&OIII Staff. 

... o•avLLrv.a.a Staff ha• no que•tion•, 

2 5 COIIHT88Ia..R DD80111 I take it there i• no 



1 redirect? 

2 D. GI'LDI Ho redirect. 

3 a. ••J'LL~a I '• not aure I knov what the 

4 aubject would be if thi• ia a Subchapter s 

5 corporation. 

789 

6 ~UJ'OIID DD80111 BXhibita. Exhibit 40. 

7 D. •I'LDI llove Exhibit 40, yea. 

8 COM•J'e8J'OIID D ... O.a Without objection, 

9 Exhibit 40 ia adllitted. Thank you, Mr. Hixon. 

10 (EXhibit 40 received in evidence.) 

11 (Witneaa Hixon exauaed.) 

12 - - - - -

13 aQM•TUJ'a.D DDIOMI While Mr. lleaaner ia 

14 coaing to the atand let'• take a brief aaaeaa .. nt. 

15 Mr. Reilly, how auch cro•• do you have for 

16 the two r ... ininq witne••••? 

17 a. UILL~a Around 15 •inute•. 

18 OO.MX88IOIID DD.O.I Each or total? 

19 D. UILL~a I think each probably. 

20 CQIIjii]'UIOIID DD.O.I Staff. 

21 ... 0 1 8VLLrv.a.a I would aay 15 to 20 tor 

22 Mr. Me•aner, and let .. juat check Ma. Andrew• real 

23 quickly. 

24 I would aay 20 to 30 for lla. Andrewa. 

25 CO"M188IOIID DD80"1 Okay. You aay 



1 proceed, Mr. Gatlin. 

2 - - -

3 .., ..... --

4 vaa called •• a vitneaa on behalf of Gulf Utility 

5 Ccmpany and, haVincJ been duly avon , testi f ied aa 

6 follova: 

7 

8 H D. &lfLDII 

9 Q You have not teatified today, have you, 

10 Mr. Keaaner? 

11 

12 

13 

a 

Q 

a 

No, I have not. 

Would you atate your n~~e a ~d 3 ireee? 

My naae ia Steve M. Meaaner. My busin••• 

14 addr .. a ia 19910 South Taaiaai Trail, Eatero, Florida 

1!5 33928 . 

16 Q And have you prepared teatiaony for 

17 preaentation today? 

18 a Yea, I have. 

19 Q Ia the rebuttal teatiaony labeled aa 

20 rebuttal teatiaony conaiat of 17 pa9•• -- 18 pa9ea? 

21 a Yea, that'• ri9ht. 

22 Q It I were to aak you thoae queationa today, 

23 would your anawera be the .... ? 

24 a Yea, they would. 

25 D. &'l'LI•• 'Uy thia be inaerted in the 
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1 record a• though read? 

2 OO""'Uia.la D .. eow. Without objection, it 

3 •hall be •o in•erted. 

4 Q (~ II&'. Clatlla) And you have prepared 

5 vbat'• entitled additional rebuttal t••tt.ony, have 

6 you not? 

Ye•. 7 

8 

a 

Q If I were to a•k you the .... que•tion• in 

9 that ta•tt.ony, would your an.wer• be the .... ? 

10 a Ye•, they would. 

11 D. DI'LDII llay that te•tiaony be inaerted 

12 into the record, Mr. Chairaan? 

13 coer.nuia..a D .. eow. Without objection, it 

14 ahall be •o irwarted. 

15 Q c~•· Clatlla) And you have one exhibit, 

16 do you not? 

17 

18 

& 

Q 

Ye•. 

It'• SMM-1, Daae•tic Wa•tewater Facility 

19 Perait No. FLA-014519. I• that the exhibit? 

20 

21 

Ye•, •ir. 

D. AI'LDII Kay we have that one 

22 identified, Mr. Chairaan? 

23 

24 

25 

otW«t .. Ia.D D .. 8'WI Ye•, Exhibit 41. 

(Bxhibit 41 aarked for identification.) 

I'LOJtiDa PUBLIC 8DVXC. OCW!Q'88IOII 
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GULF UTILITY COMPANY 

REBUTTAL TESTIMONY OF 

STEVE MESSNER 

State your name, business address, and position with 

the Company. 

Steve M. Messner, 18513 Bartow Blvd . , Ft . Myers, 

Florida. I am and have been Operations Manager of 

Gulf Utility Company for 16 years. 

WATER TREATMENT PLANT STAFFING 

Why are two additional water operators required in the 

water department? 

In accordance with Chapter 17-699, treatment plant 

classification and staffing, the recent expansion of 

the Corkscrew facility resulted in a classification 

change from a Class C facility requiring staffing at 

6 hours per day for 5 days per week and one visit on 

each weekend day to a Class B facility requiring 

staffing 16 hours per day for 7 days per week . Both 

positions will be filled in February 1997. The cost 

of the two employees will be: 

2 employees, plus 3.6% overtime $44,175 

Payroll & Unemployment Taxes 1,879 

Health Insurance 8,831 

Retirement Benefit Payments 2.494 

TOTAL S57.379 

1 
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WATER TREATMENT CHEMICAL COSTS 

Why have water treatment chemical costs increased in 

1996? 

For many years, the San Carlos WTP p rovided water to 

most of our customers. The water produced at this 

facility can leave mineral deposits (c~lcium) on the 

interior of water mains . This condition is known as 

scaling and will be identified as an egg-shell coating 

within the interior pipe walls. In late 1996, Gulf 

Utility Company in conjunction with Betz - Dearborn 

conducted a corrosivity analysis on the product water 

at both water treatment facilities, as well as 

locations throughout the distribution system . The 

results of the study indicated that the product water 

generated at the Corkscrew WTP is corrosive . The 

problem is compounded due to soluble iron remaining in 

the product water. As the water is pumped i nto the 

distribution system, the addition of chlorine and 

caustic soda act as oxidants and chemically react to 

convert the soluble iron (dissolved ) into an insoluble 

iron . This insoluble iron may precipitate out of 

solution and result in red or brown water . With the 

looping of the system at the south end (Corkscr ew Road 

to U.S. 41) in 1996, the Corkscrew product water was 

being delivered to customers and portions of t he 
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system which were traditionally served by the San 

Carlos facility. 

This corrosive water may dissolve the existing mineral 

deposits, resulting in discolored water . The solution 

to this problem was to add two chemicals to the 

product water. The addition of zinc orthophosphate 

will sequester the corrosive tendencies of the water . 

The addition of pyrophosphate will maintain the iron 

in a soluble state. 

The chemical addition combined with weekly analysis 

and system monitoring has been extremely positive in 

providing our customers a safe and reliable supply of 

drinking water. Additionally, the corrosive 

characteristics in the water have been eliminated . 

The cost of these c hemicals for the test year is 

summarized below . 

Corrosion Control Chemical Cost 

SOOP Pyrophosphate 

SlOP Zinc Orthophosphate 

San Carlos Water Treatment Plant 

SOOP 24.19 lbs per MG 

SlOP 34.78 lbs. per MG 

Annual treated 

Annual Cost 

Corkscrew WTP 

3 

$1 . 3027 per gallon 

$0.6827 per gallon 

$31 . 51 cost per MG 

$23.74 cost per MG 

432,963 MG 

$23,921 . 16 
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$47.16 per foiG 

$35.59 per MG 

310,250 MG 

$25,67 3 

The cost of Betz-Dearborn 500P and SlOP as shown is 

$49,594 . 

SYSTEM PRESSURES 

Have you read the testimony of Thomas Beard? 

Yes I have. 

Mr. Beard has testified that Gulf has had higher 

pressures in past years . Would you comment on this? 

Pressure throughout the system is higher today than in 

the past. Gulf has greatly improved its capabilities 

of supplying water and pressure in its distribution 

system. Pumping capabilities at the major entry 

points to the system, namely the San Carlos Water 

Treatment Plant and the Corkscrew Water Treatment 

Plant, have been upgraded . System looping has been 

improved in conjunction with pumping upgrades . Gulf ' s 

water distribution system of today exhibits greater 

pressures and consequently higher sustained flows than 

in previous years . This uniform pressure is 

beneficial not only in supplying water to our 

customers but in the event of a f i re, the i ncreased 

attendant usage will provi de for a consistent flow 
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with minimal differential pressure loss. Furthermore, 

the pressures within the water distribution I 

transmission system are uniformly balanced through the 

addition of a Supervisory Control And Data Acquisition 

(SCADA) system that enables Gulf' s personnel to 

closely monitor and adjust the overall system inflow 

and pressure from the two high-service pump stations 

at the water treatment facilities in conjunction with 

U.S . 41 storage/booster pump station . These pum~c are 

controlled from a central computer terminal located at 

the San Carlos water treatment facility operations 

center. 

QUALITY OF WATER IN ISLAND PARK 

Would you comment on Mr. Beard's statement relating to 

the quality of water and preflushing in Island Park? 

All treated water supplied to Gulf's customers meets 

or exceeds all regulatory requirements . There have 

been numerous fire flow tests conducted in Island Park 

without preflushing hydrants . In the past, an 

eggshell layer of mineral calcium carbonate scaling 

was formed on the interior walls of the water mains. 

Under the circumstances, it is good system management 

to preflush those areas that experience seasonally low 

flows to avoid dislodging the calcium carbonate during 

a fire flow test causing an inconvenience to our 

5 
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customers. Pre-flushing is a standard practice in the 

water utility industry and is not an indication of 

water quality problems as suggested by Mr. Beard. 

This is a positive maintenance pro~edure t hat benefits 

the customers and does not affect the actual fire flow 

test . 

FIRE PROTECTION ON JEAN STREET 

Mr. Beard states that no hydrants for fire protection 

are available on Jean Street. Would you comment on 

this? 

There are also no fire hydrants in developed areas of 

San Carlos Park which are served by individual wells . 

There are no fire hydrants where there are no water 

lines installed. As Mr. Elliott states in his 

rebuttal testimony on page 10, in existing 

developments approved prior to Lee County Code, there 

are no requirements for Gulf to provide fire service. 

Mr. Beard testified the fire flow at Florida Gulf 

Coast University was 1,348 gallons per minute . Would 

you comment on this? 

Mr . Beard had no actual fire flow data on which to 

base his testimony . He took no fire flow test. On 

January 14, 1997, Gulf conducted an independent fire 

flow test at this site. The results are attached to 

Jim Elliott's testimony as Exhibit_(JPE- 7) showing 
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The Company included $21,000 of annual cost for 

maintenance and repair of lift stations and manholes. 

Ms. Dismukes cut this in half namely to $10,500. What 

are your comments? 

The Company has 42 lift stations and over 600 

manholes, and the operation and maintenance of these 

facilities is included in the $21,000 . Relating this 

cost to lift stations only, the average cost would be: 

$10,500 + 42 lift stations • $250/lift station/year 

As I will show, it's not poasible to maintain adequate 

and safe service to our customers without adequate 

maintenance expenditures and OPC' s proposed adjustment 

should be rejected by the Commission. 

Would you outline what programs are included in the 

$21,000 annual cost? 

The Company has a program of preventative maintenance 

conducted on all system lift stations. On a weekly 

basis the preventative maintenance includes: 

1. Check pump amperage. 

2 . Check pump draw down. 

3. Check control panel. 

4. Clean and degrease pumping equipment and wet 

well. 
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Additionally, station pumps are pulled yearly for 

field inspection . At this time, wet wells, piping, 

pump rails, fittings, bolts, supports a re i nspected 

for signs of degradation. Repairs/replacements are 

completed as needed. 

On the average, every 4-5 years the entire control 

panel requires replacement . This work will include 

replacing motor starters, capacitors, breakers and 

thermal relay units. On the average, this cost is 

$1500 - $2000 per lift station, with repair made on 8-

10 lift stations per year . 

The re-coating of wet wells becomes necessary as the 

system ages . Recoating is a necessary procedure , in 

providing a barrier against corrosive sewage gas that 

will break down the concrete walls of the wet well . 

As the system ages, the original coating may break 

down allowing the gas (HlS) to ultimately destroy the 

integrity of the station . If this is allowed to take 

place, a complete change will be necessary. Through 

inspections, maintenance and periodic recoating the 

integrity of the stations will remain intact . 

The following is a list of scheduled recoat i ng. 

Current recoating costs are $8 , 000 per station. 
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Location 

Wildcat Run #18 

Three Oaks Middle School - #3 

Cypress Chase - #5 

Breckenridge - #20 

Caloosa Trace - #34 

Woodbriar - #32 

Vines - #21 

Wildcat Run - #16 

Country Oaks - #8 

Pineapple Road - #6 

Vines - #23 

Villages at Country Creek - #11 

Villages at Country Creek - #10 

As this schedule shows, some 3 wet wells wi 11 be 

coated each year in each of the next 3 years . At 

$8,000 per lift station, this cost is about $24 , 00 0 

per year. Ms. Dismukes used cost in the past to 

arrive at her adjustment. But there has been a change 

in the method the Company accounts for these cos t s . 

In prior years some of these cos ts were capitalized 

while in the future all these costs will be expensed . 

By reviewing the cost outlined above, the cos ts wi ll 

exceed $21 , 000 just for lift stations , then there will 

be added cost for repair of manholes . Ms . Dismukes 

9 
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proposed adjustment should be rejected by the 

Commission. 

LAND - THREE OAKS WASTEWATER TREATMENT PLANT 

Would you describe the use of the facili t i e s a t the 

Three Oaks Wastewater Treatment Plant? 

By way of background, in the 1988 rate case (Order No . 

20272) when only Phase I was in service, the 

Commission found sot of the land to be used and 

useful . 

Since that time, in 1991 Phase 2 was constructed and 

in 1995 Phase 3 was constructed . In addition, a 

second force main now delivers wastewater to the site. 

In addition, piping underlies the whole plant site . 

Contracts for Phase 4 have been let and construction 

should start no later than March 1997. 

The Three Oaks facility site encompasses numero us 

structures above and below ground that are necessary 

in operating a wastewater treatment facility . 

A description of the above ground facility is as 

follows: 

A. 

B. 

c . 

D. 

E . 

Treatment units 

Clarification units 

Surge tanks 

Filtration units 

Contact units 

10 
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Process control building 

Motor control center 

Standard effluent storage tank 

Sub-standard effluent sto -age t ank 

Electrical service equipment and feed 

Chlorine building 

On-site - off-site effluent pumping 

Digester units 

Influent metering/sampling structure 

Odor control - chemical storage and pumping 

Sludge stabilization structure 

Blower assembly structure 

Drainage/retention area 

Roads and access areas 

Buffer zone 

In addition to the above are the underground utilities 

relating to the operation. These include: 

1. Influent piping - allowing raw sewage (influent) 

to enter the headworks and continue to the 

treatment units . 

2 . Effluent piping - allowing treated effluent to be 

pumped to reuse system or to on-site storage. 

3. Yard piping extensive piping network that 

connects all on-site treat ment plant components . 

4 . Electrical service equipment and associated 

11 
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conduit for feed to structures, lighting, pumping 

and blowers and associated control panels. 

The useful nature of the Three Oaks site extends far 

beyond the numerous visible structur es . These 

structures are linked through a well designed system 

of piping and conduit that exist below ground. 

These below ground systems traverse the entire site 

providing the essential link to the various components 

of the treatment facilities. 

When the required buffer zones and road and access 

areas are factored in , the land is fully utilized and 

is 100\" used and useful in the operations . Mr. 

Biddy's adjustment should be rejected . 

LAND - CORKSCREW WATER TREATMENT PLANT 

Would you describe the use of the facilities at the 

Corkscrew Water Treatment Plant ? 

By way of background, the Commission in the 1991 rate 

case (Order No. 24735) found the land to be 100\" used 

and useful. There has been no change since that time 

except the site is now used more extensively for day-

to-day operations. 

Could you describe the facilities at the Corksc rew 

Water Treatment Facility site? 

The Corkscrew facility site encompasses numerous 

structures above and below ground that are nec essary 

12 
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in operating a water treatment facility . 

A description of the above ground facility is as 

follows: 

1. Process Control Building 

2 . Bulk Chemical Storage and Containment 

3. Concentrate Disposal 

4. High Service Pump building 

5 . 1 . 0 MG Ground Storage Tank 

6. waste Disposal/Drainfield 

7. Meter Vault 

8. Tank Fill Vaults 

9. Electrical Service Equipment and Feed 

10 . Blend Well 

11. Drainage and retention area 

12 . Roads and acce ss areas 

13. Buffer zone 

In addition to the above are the underground utilities 

relating to the operation. These include : 

1. 

2 . 

3. 

4. 

Product piping - allowing product to feed 

from the process building to the storage 

tank. 

Chemical piping - allowing bulk tanks to 

feed to chemical pump facilities . 

Concentrate disposal yard piping . 

High service pump piping - pump auction feed 

13 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 Q. 

25 

5. 

6 . 

7. 

8. 

805 

Docket No . 960329-WS 
Gulf Utility Company 

from the storage tank and pump discharge 

piping to system . 

Ground storage tank . 

Waste disposal/drainfield yar d 1 ift 

station with raised drainfield. 

Electrical service equipment and associated 

conduit for feed to structures, lighting, 

pumping and concentrate disposal. 

Blend well - yard piping . 

The useful nature of the Corkscrew Facility site 

extends far beyond the numerous visible structures . 

These structures are linked through a well designed 

system of piping and conduit that exist below ground . 

These below ground systems traverse the entire site 

providing the essential link to the components of the 

facility. 

The Corkscrew site is fully utilized in the operations 

of the Company. Additionally, land is set aside for 

a buffer zone, for retention areas, and the remaining 

land, either has a structure on or piping under it, or 

a roadway and access area to the plant . It's 100\ 

used and useful in the operations. Mr . Biddy's 

adjustment should be rejected. 

Is Gulf required, by regulatory authority, to maintain 

a mix of effluent from the Three Oaks WWTP anc the 

14 
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The permits are attached as 

Exhibit_(SM-1) and these permits are interrelated 

where the mix of effluent is required . The provision 

requiring blending in the Three Oaks permit is on page 

1 and 2 and the first 2 pages of the Corkscr ew permit 

on pages 3 and 4. 

Would you review how the Company has disposed of 

effluent from the Corkscrew plant as well as its plans 

in the future . 

Since 1991, concentrate from the Corkscrew WTP and 

effluent from the Three Oaks WWTP were disposed of by 

spray irrigation on two (2) nearby golf courses, the 

Vines Country Club and the Villages at Country Creek. 

The concentrate together with the effluent were mixed 

in-line i . e., both plants freely discharged into the 

common system that "fed" the golf course reuse lakes . 

In 1996, water production at the Corkscrew WTP was 

increased to 1.8 MGO with a corresponding increase in 

permitted concentrate flow to between 318,000 GPO and 

450,000 GPO. The Three Oaks WWTP currently produces 

up to 750,000 GPO of treated effluent . 

With the 1996 expansion of Corkscrew WTP, the 

historical means of in-line mixing was determined by 

DEP to no longer be sufficient to provide assurances 

15 
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of protection to ground water supplies within the zone 

of discharge at the reuse sites. 

Historically, the overall ratio of flows delivered to 

the golf courses has approximated the goa l of 75 

percent effluent I 25 percent concentrate . However, 

the blend received at each golf course holding pond 

has been different, with the Vines course receiving 

primarily effluent and the Country Creek golf course 

receiving most of the concentrate. 

In discussions with FDEP, in order to obtain the 

necessary permits to construct and operate the 

Corkscrew WTP and the Three Oaks WWTP a system that 

would provide controlled blends and quantities at the 

two (2) golf courses and the new River Ridge 

development was required. The system must meet FDEP 

criteria of providing assurances of maintaining ground 

water quality standards within the zones of discharge 

as stipulated in regulations relating to ground water 

monitoring programs (Chapter 62-610 Florida 

Administrative Code - Reuse of Reclaimed Water and 

Land Application) . 

Criteria were proposed and evaluated by Gulf Utility 

Company in conjunction with Montgomery Watson , a 

consultant engineering company and FDEP. 

Option A; Included the installation of dual l i nes 

16 
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that would allow the concentrate and effluent to be 

pumped independently with blending occurring on the 

receiving ponds at each reuse site. 

OOtion B; Install deep well injection at the 

Corkscrew site for disposal of concentrate. 

OOtion C; Blending of concentrate with effluent 

occurs in the receiving ponds at each reuse site . To 

accomplish this, effluent and concentrate will be 

pumped sequentially into the transmission system on a 

daily cycle. Reuse sites will receive a measured 

quantity of effluent during the first half of the 

cycle; measured amounts of concentrate will then be 

pumped to each site during the second half o f the 

cycle. 

Each reuse site will be equipped with a monitoring and 

control station comprising a flow meter, a fl o w 

control valve and a control system. The control 

system will include a remote terminal unit (RTU) and 

the instrumentation required for control input . The 

RTU' s will also handle telemetry to the operations 

center and will be compatible with the existing 

system . Instrumentation at each site will include a 

conductivity monitor to allow the system to 

distinguish between concentrate and effluent . This is 

necessary to account for the volume of water in the 

17 
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A 1 . 0 million gallon storage tank will be constructed 

at the Corkscrew WTP to store concentrate while the 

wastewater plant is pumping effluent in t o t he system. 

An existing effluent storage tank at the Three Oaks 

WWTP performs a similar function . 

All three options presented were satisfactory in 

meeting FDEP requirements . Upon evaluation Options A 

and B were not as cost effective as Option C. Based 

upon this program Gulf Utility was able to obtain the 

necessary permits to construct and operate the Three 

Oaks WWTP and the Corkscrew WTP. 

13 Q. Does that conclude your rebuttal testimony? 

14 A. Yes it does . 

15 
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ADDITIONAL REBUTTAL TESTIMONY 

STEVE MESSNER 

Could you comment on Mr. Kleinschmidt's statement 

relative to a fire hydrant maintenance agreeme nt ? 

Gulf Utility entered into an agreement with the Estero 

Fire Department on March 25, 1992 where Estero agreed 

to maintain the hydrants within their jurisdiction . 

Mr . Elliott in his rebuttal testimony basically said 

the existing Lee County ordinances require fire 

service in new developments but not in areas b11ilt 

prior to the effective date of the ordinance. Do you 

agree with that? 

Yes, I do. 

Mr . Kleinschmidt said Gulf Utility Company is required 

by Lee County to meet hydrant spacing requirements . 

What are your comments? 

The statement is not entirely correct. This is 

correct in new developments; there are no requirements 

for utility companies to retrofit or upgrade older 

areas to meet current standards for fire protection. 

Would you comment on Mr. Kleinsc hmidt's statement 

relating to unsuccessful fire flow due to debris in 

the lines? 

It is company policy that a utility representative 

accompany the fire department on all flow tests . On 
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tests where we were present, we observed no "debris, 

nor were we advised by Mr. Kleinschmidt of debris in 

the lines from unauthorized testing he performed where 

we were not present. Specifically, t he u t ili t y was 

not notified prior to or after the tests in Wildcat 

Run or the Breckenridge subdivision referred to by Mr. 

Kleinschmidt. Mr. Kleinschmidt suggests a problem 

with obtaining fire flow in some cases, however, to 

date this information has not been communicated to 

Gulf Utility Company. 

Would you comment on Mr . Kleinschmidt's statement 

relating to the effects of reduced pressure on 

existing buildings? 

A fire sprinkler system is designed based on the 

results of prerequisite testing and with looping of 

t he system in January 1996, pressures and flows have 

improved. In any event, a developer of a new project 

is responsible to make sure that the project has been 

designed to meet fire protection standards. That is 

not the utility's responsibility. 

Mr. Kleinschmidt testified that Gulf Uti lity does not 

meet flow requirements in its service area and 

attached Exhibit BOK - 1 as bac k - up . Would you comment 

o n this? 

Mr. Kleinschmidt included fire flow results from 1995. 

2 
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This is 1997 . As stated in previous test i mony , Gulf 

has greatly improved its capabilities of supplying 

water and pressure in its di s tribution s ystem thro ugh 

system looping in early 1996 . On Fe brua 1y 18 , 1997, 

two (2) fire flow tests were conduc t e d by a s t ate 

certified fire sprinkler contractor . These tests were 

taken in Gulf Utility's system at the locations dee med 

deficient by Mr . Kleinschmidt . The results of the 

test were 

Kleinschmi d t Q..\.!li 

Location 1.2.22 un 
U. S . 41 - Sunny Grove MH Park 939 . 76 GPM 5642 GPM 

@ 20 psi @ 20 psi 

Breckenridge @ Pensacola 1154 . 93 GPM 3254 GPM 

@ 20 psi ® 20 ps i 

Mr . Kleinschmidt's tests are on pages 1 and 2 o f 

Exhibit (SM-2), and Gulf ' s 1997 tests on pages 3 and 

4 . I am not acquainted with how Mr . Kleinschmidt 

conducted his test, but Gulf's was performe d by a n 

independent party, namely a state ~c L L il~~d t i re 

sprinkler contractor. Test resul t s provided in 

Exhibit_(SM- 2) are a true representation of fi r e f l ow 

availability based upon current s ystem capabili t i e s . 

Does this conclude your testimony on this subject ? 

Ye s, it does . 

3 
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1 D. Dt'LDII The witneaa ia available for 

2 queationa. 

3 ~·'•Ia.a m-•ecwa 11r. Reilly. 

4 c:ao.a puaDUC* 

5 H D. UILLYI 

6 Q Good afternoon. llr. Blliot yielded to you 

7 to poaaibly anawer any queationa we bad concerning the 

8 capability of doing any blending at the Corkacrew 

9 water treat.ent plant of raw water with the product 

10 water. MY firat queation ia can auch a blending occur 

11 there at the plant? 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

& 

Q 

& 

Q 

At the plant aite, no, it cannot. 

~e ia thia blending 

I 1a aorry, can you repeat the qu-tion? 

Tbia ia the poaaible blending of raw water 

with aeabrane product water? 

& We have on aite what we call a blend well 

which we can blend raw water or feed water directly 

into the atorage tank. 

Q And your purpoH for doing thia ia what? 

& Would be to add back aa.e of the ainerala 

22 that are reaoved through the aeabrane aoftaning 

23 proceaa. 

24 Q so you can do that. IIY next queation ia: 

25 Are you doing that? 



1 

2 

& 

Q 

Yea. 

And ay next queation ia: How auch of thia 

3 are you doing? 

814 

4 & Tbe blend well runa approxiaately 40 gallon• 

5 a ainute. so while we run the facility, we r un the 

6 bleocl well. 

7 Q SO all of your product water nov -- all of 

8 your aembrane product ia blended with the raw water to 

9 give you your finiabed product? 

10 

11 

& 

Q 

To the extent of blending at that rate, yea. 

And vbat ia the approxiaate percentage of 

12 thia plan of raw water to aeabrane water? 

13 & CUrrent capacity ia 1.8 aillion gallon• a 

14 day. And aa I aay, the blend well will yield 

15 approxiaately 40 gallona per ainute. 

16 Q 40 gallona per ainute? 

17 

18 

& 

Q 

Yea. 

How doea the 40 gallon• per ainute -- juat 

19 help ae with the aath, what that ia? 

20 & If you ti .. a tbat by 1,440, you will get 

21 gallona per day. 

22 Q Nov, aa I correct in atating that by 

23 brinqinq in thia additional flow of water -- and I 

24 underatand, the .. abrane, of courae, you lo•e the 

25 concentrate, ia a loaa of that proceaa in teraa of 
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2 

3 

4 

5 

6 

7 

8 

g 

10 

11 

water production. 

a Correct. 

Q What i• tbat approxtaate lo•• on a 

percentage ba•i•? 

a We look at plant a• an 85t recovery plant, 

.. aninq 85t of the total teed 1• product and 15t 1• 

concentrate. 

Q Now, you did •ay the total capacity 1• the 

1.8 aillion gallona a day? 

a Yu. 

Q Of vhicb raw water aaku up a portion of 

12 that 1.8? 

13 & No. 

14 Q So it'• in addition to the 1.8? 

15 a Yeah. 

16 Q Excu•• ae, one ••coneS. 

815 

17 Doe• the 57,600 •ound riqht, gallon•? That 

18 doe•n't aound -- i• that right? Okay. 

19 

20 

21 

22 

23 

24 

25 

C(WMT88Ia.& DD80"1 Mr. Reilly, you -y 

want to qat the witne•• to confira that tor the 

record. 

Q car Mr. aeilly) could you contira that 

that•• an approxtaate tiqure? 

a In ay head, 40 time• 1,440, that •ound• 

about riqht. 



1 Q Okay, tbanka. If could you turn to Pa9e 7 

2 ot your rebuttal te•tt.ony? 

3 

4 

& 

Q 

I'• there. 

on thi• page you aention that $21,000 per 

5 year i• needed to aaintain and repair lift •tation• 

6 and aanhole•; i• tbat correct? 

7 & That'• correct. 

8 Q And on your rebuttal te•tiaony on the .... 

9 page, Line 19, you •tate on a weekly ba•i• the 

816 

10 preventive aaintenance include• a whole li•t of it .... 

11 My que•tion 1• -- aren't the•e part of the routine 

12 job• of exi•tin; •taft that they would perfora? And 

13 ay que•tion i• wby would then the $21,000 be required? 

14 & I gue•• it'• a two-part que•tion. The fir•t 

15 part would be, ye•, thue are routine aaintenance 

16 it.... Aa I •aid in here, conducted on all lift 

17 stations, preventive aaintenance conducted on lift 

18 station.. In conducting preventative aaintenance, you 

19 will find thing• wrong. Lift station• are operatad in 

20 a very har•h environaent, out•ide, they are not 

21 covered. There are aaintenance co•t•, repair co•t• 

22 that relate to aaintaininq lift •tation•. 

23 Q And you are •ayinq that 21,000 fiqure doe• 

24 not really include the labor then? Thi• i• ju•t 

25 the -- are we talking about material• only? 
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1 Yea. The labor ia provided by utility 

2 eaploy•••· 

3 Q And tbat'• not part of your 21,000? 

4 That'• correct. 

5 Q on Page 10 of your rebuttal teatbaony I you 

6 diaaqree with Mr. Biddy'• adjuat.ent on facility land 

7 for Three oaka waatewater treat.ant. Proa Line 6 you 

8 atate, •ay way of background in the 1988 rate caae, 

9 Order 20272, when only Phaae 1 waa in .. rvioe, the 

10 co .. iaaion found 50' of the land to be uaed and 

11 useful. Since tbat tt.e in 1991, Phaae II waa 

12 conatructed, and in 1995 Phaae 3 waa constructed.• 

13 can you tell ua .ore about the relationship 

14 between the .. three phaaea? ••• Phaae I a 250,000 

15 gallon capacity? 

16 a Pha .. I wa• 250,000 gallon capacity, Pha•• 2 

17 waa 251,000 gallon• per day capacity. 

18 Q And when Pbaae 3 ca.e in, were both Phaae I 

19 and 2 phaaed out? 

20 a Well, they were uaecS for Cla•• 1 

21 reliability, and we uaed Phaae 3 which baa a capacity 

22 of 750,000 9allona per day. 

23 Q How, acCording to the .. ater plan the Three 

24 Oaka waatewater treataent plant will have 6 ai~lion 

25 qal1ana a day capacity? 
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1 I believe that'• true. 

2 Q And wouldn • t it be correct that the current 

3 open land ia held for the future 5.25 aillion qallon a 

4 day expansion? 

5 a There ia land for that, yea. 

6 Q on Page 12 of your rebuttal t .. tiaony, you 

7 also diaagree with Mr. Biddy'• adju•taent on facility 

8 land for corkacrew water treataent plant. Thia would 

9 be -- I direct your attention to Line 17. You again 

10 state by way of background: The Ca.aiaaion in 1991 

11 rate ca•e, Order 24735, found the land to be 100' uaed 

12 and uaeful. 

13 My que•tion to you ia bow faailiar were you 

14 with that ca•e and wbat deqr .. of review aigbt have 

15 been conducted by Staff in that particular docket? 

16 Are you aware whether the uaed and u .. ful of the 

17 facility then waa even at di•pute? 

18 & I'• not aware that it waa in diapute at that 

19 ti.Jia. I waa juat providing bacJtcJround in ay rebuttal. 

20 Q And have you reviewed the lanquaqe of the 

21 particular order? And would you believe .. if I told 

22 you there waa no auob expreaaed atate .. nt , but that 

23 there was no adjuataent aade to facility land in that 

24 particwlar order? 

2 5 a I • d have to 90 back and cbeck that. 



1 Q And, in fact, the plant at that point in 

2 tt.e waa itaelf lOOt used &Dd uaeful. And the iaaue 

J of facility land waa not viaited. I• that a yea, the 

4 nod? 

a 

Q 

Ia that a queation? I don't underatand. 

Do you have any knowledge that would 

indicate that vbat I've aaid waa not the caae? 

819 

5 

6 

7 

8 

9 

a No, I would have to go back and .~view that. 

Q It' • ju.t your underatandinq that there wa• 

10 no adjuat.ant aade at the time? 

11 a Yea. 

12 Q And that your feeling ia that the co .. iaaion 

13 ahould be bound by that and not conduct an independent 

14 uaed and uaeful analyaia in thia proceeding? 

15 a Well, ay feeling ia that the land baa 

16 remained lOOt uaed and uaeful. 

17 Q All right. ~ell, wait one aecond, pleaae. 

18 I want to band aOJMthing to you. Thi• ia -- what 

19 you're being banded, I don't have extra copiea, but 

20 it'• ao big we can probably put it up and have people 

21 aee it . What we're handing you i• a docuaent given to 

22 u• in reaponae to OPC oocuaent Requeat 46 where we had 

23 aaked for aite plana. And ay reading of thi• 

24 particular diaqr- abova -- let'• aee. Ia thia, in 

25 fact, the Corkacrew aite? 
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1 It appear• to be. 

2 Q And what doea that doelment indicate to you 

3 in teraa of planned facility expanaiona and the 

4 location of thoae varioua facilitiea? If all that ia 

5 built, would tbat conatitute the 6 aillion qallon --

6 no, I'a aorry, I'a getting -- would that conatitute 

7 the full build out of that particular aite? 

8 & It appear• ao, yea. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

Q And ao, it will ultiaately be 6 aillion 

gallon• a day? 

& No. 

Q I didn It think ao. All right, would you 

explain then what would be the total build out of that 

particular plant? 

& At build out of thia plant in exiating 

proc••• building, there will be aix, what we call, 

aellbrane akida. 

Q 

& 

Okay. 

At 800,000 gallon• a piece or 4.8 aillion 

20 gallon• per day. 

21 Q Okay. Now, would you co ... nt, however, from 

22 a facility land atandpoint, the varioua other 

23 buildinqa and appurtenance• that will be at the 

24 ultiaate build out of thia particular aite? 

25 At tbia point juat about everything ia here 



821 

1 with the exception ot two storage tanks shown on this 

2 print as Pba•e 4 and Phase 5. 

3 Q Doea this show the 12,000 square toot 

4 adaini•tration building? 

5 

6 

& 

Q 

This does show that, yes. 

Do you know what the plans are concerning 

7 that anticipated conatruction? 

8 I do not believe there are plans to 

9 construct that building. 

10 Q And you did speak ot the 2 aillion gallon 

11 reaervoir; is that correct? 

Y-. 12 

13 

14 

15 

& 

Q 

& 

Q 

That will co.. in the future? 

Yes. 

So this land wi 11 acco-odate that future 

16 expansion? 

Yes. 17 

18 

& 

Q Okay. That would conclude our review ot 

19 that. 

20 Oh, one other thing . We are goinq to hand 

21 out right now one aore handout, and it I could 

22 poaaibly get a n\Uiber . 

23 cotr"fl88%011D DDSO•a 42. 

24 (Exhibit 42 aarked tor identification. ) 

25 D. U%LLYa Thank you. 



1 Q CBr Mr. ae1117) -No. 42, thia ia abort 

2 titled Gulf utility Coapany•a reapon•• to Staff 

3 requeat for late-filed exhibit• dated Deceaber 20, 

4 1996. Now, ay readinq of thia handout -- I think waa 

5 prepared by you. 

6 a Yea. 

7 Q -- indicate• that there are 1,990.5 aquare 

822 

8 r .. t ot nonuaed and uaeful atructure. For Skid Uni ta 

9 2 and 3, the additional uaed area, ia 857 aquare feet. 

10 Therefore, there'• 1,133.5 aquare feet left for future 

11 expanaion; ia that correct? 

12 a I believe ao, yes. 

13 •· UILLYa No further queationa at thia 

14 time. 

15 C(WI'"""'"UIOIID DD80111 Staff. 

16 caoaa ~'1'1011 

17 BY ... o•aULLrv.a.a 

18 

19 

20 

21 

22 

Q 

a 

Q 

a 

Q 

Hello, Mr. Meaaner. 

Good afternoon. 

Doea Gulf provide fire flow in ita area? 

Yea, it doea. 

Doaa Gulf Utility have any reaponaibility 

23 for the fire hydrant• in terma of aaintenanoe? 

24 a we own the fire hydrant• but aaintenance ia 

25 provided performed by the two local fire 

n.olliDa PUBLIC 8DVIC. CCW¥1881011 
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1 departaenta. 

2 Q And that would be the Eatero tire departaent 

3 anc:l San car loa Park? 

4 & Yea. 

5 Q Do t.hoae two tire c:lepartllenta routinely tire 

6 flow teat the hyc:lranta in their area a? 

7 & On an a needed baaia, yea. 

8 Q Do you have a requir ... nt that the tire 

9 depart.ent give the utility a notice when they teat 

10 the tlowa? 

11 

12 

13 

14 

& 

Q 

& 

Q 

Yea, we do. 

And how auch notice i• requirec:l? 

24 houra, perterably 24 hour•. 

And what'• the purpoae ot that notice 

15 reQUU~t? 

16 so that we could have a Utility rep 

17 acco~ny the tire departaent on that teat. 

18 Q And generally, what'• the purpoae ot that 

19 peraon acca.panying the tire departaent? 

20 When anybody ia working within our ayatem or 

21 doing anything within our ayatea, it ia qood 

22 manaqeaent ot that ayatea to have a utility rep on 

23 aite ahould a problem arise, ahould any queationa come 

24 up, abould there be other thinqa going on at the ti•e 

25 ot the teat. Por example, other t-t• troa the other 

I'LORID& PUBLIC 8DVIC. cc.III88IOII 



1 fire depart.ent, aain break•, thinq• of that nature, 

2 we would be able to di.au.• tho•• with the fire 

3 departaent and coordinate thoae with the fire 

4 departaent. 

5 Q Do you qenerally prefluab any of the 

824 

6 hydrant• before the fire depart.ent conduct• the fire 

7 flow te•t•? 

8 & Not generally, no. 

9 Q Are there aOM area• vbere you do and •o .. 

10 area• vber• you don't? 

11 a Y••· 

12 Q Okay. What area• do you qenerally preflu•b 

13 before the fire flow teata? 

14 a There' • a aea•onal -- part• of our ay•t-

15 have ••a•onably low flow•. In tho•• area• we aay, 

16 during the ••••on of low flow t~, we aay decide to 

17 90 and prefluab tbo•• •o •• to not to create any 

18 inconvenience to our ouatoaera. 

19 Q And what would tbe inconvenience be? Would 

20 it be water quality ooncerna? 

21 a could be. 

22 Q I• the Utility required to aaintain 

23 pre•cribed ainiaua pr•••ur• and flow• at tho•• 

24 bydranta? 

25 The utility ia required to aaintain a 
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2 

3 

Q 

& 

And thoae are the DBP requir ... nt•? 

Y••· 
4 Q Are you inforaed of the te•t re•ult• when 

5 the fire dapart.ant aake• tho .. te•t•? 

6 & Not a• a qeneral rule, no . 

7 Q Do all the hydrant• in Gulf Utility'• 

8 ••rvioa area .. et or exceed the aini•ua flow 

9 raquir-nt? 

10 & I'• not •ure what the ainiaua flow 

11 raquira.ant i•. 

825 

12 Q I'll a•k a different qua•tion then. Are you 

13 aware that in the Utility'• MPRa they've e•tiaated 

14 fire flow ba•ad upon 1,500 qallon• par ainute? 

15 & Ya8. 

16 Q Do all the fire hydrant• .. et that 1, 500 

17 qallona per ainute flow? 

18 & Do all fire hydrant•? No, not all fire 

19 hydrant•. 

20 Q Could you qive u• an e•tiaate of how aany do 

21 percantaqe-vi•a? 

22 a No, I couldn't do that. 

23 Q Ha• the utility perforaad fire flow te•t• on 

24 all the hydrant• in it• •ervice area? 

25 a Not on all the hydrant•, no. 

rLORIDa PUBLIC 8DVIC. COM"'I88IOJI 



1 Q In the utility'• annual report, the 

2 .. tariala in the water aaina in the Gulf •Y•t.. are 

3 li•ted at PVC and DIP which i• ductile iron pipe. 

4 With no reference to which i• which or the a110unt of 

5 -ch and the uae, do you know how auch of each 

6 oo.pri ... which aaterial? 

7 & Percentage-viae? 

8 Q 

9 & The greater percentage ia PVC. The auch 

826 

10 greater percentage ia PVC. According to our technical 

11 apecificationa ductile iron pipe ia only uaed when we 

12 are arc.ainq roac:la or for hard packed, or hard 

13 aurfacea. 

14 Q 

15 flow of 1,500 gallona per ainute, or whatever you 

16 would conaider to be an acceptable flow, what could 

17 cauae it to be le•• than the expected or deaiqn flow 

18 rate? 

19 & Well, there are •everal par ... tera that can 

20 coae into play there. Ju•t the location of the 

21 hydrant, aeaninq where he'• located it in relation to 

22 •ia ot the line or the lin•'• looped or an area of 

2 3 our ayat ... 

24 Q Would aineral buildup on the interior of the 

25 walla cauae reduced fire flow? 



1 a Mineral buildup could cauae low fire flow. 

2 we have a ainiaua buildup, vbat we call juat an 

3 eggabell ooati119. It would not in our ayat-, but in 

4 aaae ayat ... it aight. 

5 Q 11ben you aay eggabell coatinCJ, cSoea tbat 

6 t.ply a vary thin layer of aineral bui ldup? 

7 

8 

9 

10 

11 

a 

0 

ductile 

a 

Q 

Yea, it doea. 

Would tbat be in both the PVC pipe• and the 

iron? 

Yea. 

In your rebuttal teatiaony, you atate that 
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12 pr-aure throughout the ayat- ia hiqher today than in 

13 the paat, ancl alao that Gulf'• water diatribution 

14 ayat- of today exhibit• qreater preaaurea and 

15 cona~tly hiqher auatained flow• than in previoua 

16 yeara. 

17 Do you have any docuaentation of the 

18 pr-aur- and flowa froa paat year• to aupport thia 

19 atat~t? 

20 a My teatiaony waa baaed upon iaprov ... nta 

21 tbat have been done to the ayat-, aa well a• the 

22 puap, the -in entry point• to the ayat-. That 

23 aeaning the two water treataent plant• over the laat 

24 aeveral yeara. 

25 Q so you don't have docuaantation of the 
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1 pru-.ra and flowa, inateacl you are baaiiMJ it upon tba 

2 btprov~ta of the ayat-? 

3 & Tbat'• correct. 

4 

5 

6 

7 

8 

9 

10 

11 

Q On Page 6 of your rebuttal teatiaony, you 

atate or you reiterate, that Mr. Blliot atatea in hi• 

rebuttal teatiaony that for exiatinq developaenta 

approved prior to X.e County code, there are no 

requir~t• for Gulf to provide fire ••rvice; i• that 

correct? 

a That'• correct. 

Q I• fire protection •arvica a tariffed charge 

12 in Gulf'• tariff? 

13 a I believe it ia. I would have to review the 

14 tariff. 

15 Q I'a going to give you a copy of a page froa 

16 tbe IIPR Schedule P-3, Line 5. And the entire KPRa 

17 have already been adai tted into the record. Why don't 

18 you take a look at that. That•• Page 157 of the KPRa. 

19 Looking at the bottoa of that paqe, Line 5, 

20 would you agree that fire flow a• reflected in thia 

21 JUI'R paqe ia e•ba&'ad in tbe water rate through the 

22 uaed and uaaful calculation• and paid by all water 

23 cuato..ra? 

24 a I'a really not faailiar with the MPRa. I 

25 didn't that'• beyond what I do. 
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1 Q Okay. TUrninq to a different aubjact juat 

2 for a -cond, what ia the life expectancy of the lift 

3 atation coding parforaed laat year? 

4 a I'a aorry, could you repeat that? 

5 Q Certainly. What ia the life expectancy of 

6 the lift atation coding parforaad laat year? Thera 

7 vaa approxiaataly $10,000 apant on it. 

8 a Approxiaataly five yeara. 

9 Q You atated that on February 18, 1997, two 

10 fire flow teat• vera conducted by a atata certified 

11 fire aprinklar contractor; ia that correct? 

12 a Y ... 

13 Q Do you know if the paraon conducting the 

14 teat vaa alao a certified fire aafety inapactor or 

15 certified firefighter? 

16 

17 

a 

Q 

I don't know that. 

Would you know if a licanaa to inatall 

18 aprinklar ayat ... authorize one to inapact fire 

19 bydranta? 

20 

21 

23 

24 

25 

a 

Q 

a 

Q 

a 

I don't know that either. 

would you accept, aubjact to check, that it 

Subject to the check, aura. 

Ware you praaent durinq thoaa taata? 

Yea, I vaa. 
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1 Q Were there aore than two people there during 

2 thoH teata? 

Yea. 3 

4 

a 

Q ••• anyone aaaigned to open the other 

!5 hydrant• during the teata? 

6 a I'• aorry, could you repeat that? 

7 Q certainly. During the fire flow teata, I 

8 take it that aoaeti .. • aore than one hydrant ia opened 

9 

10 

11 

12 

13 

14 

1!5 

16 

durinv the teat? 

a Well, during the fire flow teat you flow 

hydrant and vbat they call, you reaidual, another 

hydrant. so you don't open the other one, but you 

a preaaure 9auge on an up•tr ... hydrant. 

Q 

a 

Q 

••• that done during tho•• teata? 

Yu, it waa. 

I'a going pa•• out an exhibit. Tbia i• a 

17 copy of Page 42 of the AWWA aanual No. 17 of water 

one 

put 

18 aupply practicea. I'd like to have that identified •• 

19 an Bxbibit, I gueaa, No. 43? 

20 

21 

22 Q 

c«:ttr""'"U%a.D DDSCWI Ye•, No. 43 . 

(Exhibit 43 aarked for identification.) 

(87 ... O'hlll-n.a) I aaau.e you have that 

23 in front of you nov. And thi• i• a copy of Paqe 42 

24 anc1 refer• to Chapter 6, Paraqrapb 40. Could you 

2!5 pl .... read the aentence beqinninq with •Por 

n.oJUD& PUBLIC 8DV%C. CC*IIXU%011 



1 reaaonably•? 

2 It' • at the bottoa of the paCJe. I '• .orry. 

3 

4 

5 

a 

Q 

a 

I'• there, I've CJOt it. 

Would you read that out loud, plea-? 

Yea. 

6 Por rea.onably accurate te•t re•ult•, the 

7 pr .. •ure drop between the •tatic and the re•idual 

8 pr•..-.. .taould be at lea•t 10 p•i. If tbe 

9 di•tribution •y•t .. i• •trong, a• it •bould be near a 

10 •upply -in, in parentheai•, and the prea•ure drop ia 

11 le•a than 10, an additional flow line •hould be added 

12 the te•t. 

13 Q Your exhibit indicate• that there waa not a 

10 pound drop in either teat; i• that correct? 

a I don't have it riCJht in front of .. , I'• 

aorry. 

Q Do you have a copy of your teatiaony and 

exhibita nearby? If not, we can CJive you a copy. 

a Okay. I have that in front of ... 

Q Okay, thank you. Juat one aoaent, thank 
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14 

15 

16 

17 

18 

19 

20 

21 

22 

you. I'• 90in9 to paaa out another exhibit entitled 

Kleinacbaidt Hydrant Teat. I believe thia aay already 

23 be part of another exhibit . I • 11 juat double check. 

24 CO"¥T .. %a.wa D.aaa.a I don't recall thia 

25 aoat recent a• being included in a prior exhibit, but 
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5 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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I ~ be ai•taken. 

a. 0'8VLL~I Tbat'• correct. I think 

Kr. Jtleinaobaidt referred to it, but did not .aka it 

an exbibit. so I would a•k for it to be identified •• 

an exbibi t then. 

OO""J88Ja..R DBa80MI Y••· Exhibit 44. 

(Exhibit 44 aarked for identification.) 

Q (~ ... O'h11lY&D) Mr. M•••ner, would you 

refer to your additional rebuttal te•tiaony, the la•t 

two pa9-, and al•o refer to the two-page handout we 

jut gave you. Let .. know vhen you have both of 

tbo.e in front of you. 

a. Dft.DII What wa• the page reference? 

•· o•auLL%9Ua '1'be 1-t two pag- of hi• 

additional rebuttal teatiaony. 

Q Tbe firat page of the handout I ju•t pa••ed 

out, vhat i• the addreaa of the hydrant on the eighth 

line of that handout? 

& Which handout are we referring to? 

Q It'• the fir•t page of Mr. X~einachaidt'• 

hydrant teat dated 2/21/97. 

& Okay. I •ve got that. 

Q Would you aqree that that addreaa i• 20950 

SOUth 'l'aaiaai Trail 1 

Yea. Ye•, I would aqr .. to that. 

n.oltiD& .ULIC 8DY%9 CCMQIIUIOII 
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1 Q Would you agree that •ubject to cbeck that'• 

2 the .... hydrant you te•ted and have •hown un Page 3 

3 of your teatt.ony a• U841 and Cork•crew? 

4 

5 

a 

Q 

Y••· 
Going back to that handout, wo-.ld you read 

6 •tartinq on Line 10 the -- what 1• the •tatic pr•••ur• 

7 tb8re1. 

8 

9 

a. &'ILDI Line 10 of what? 

a. o• aVLLXVUa The tenth line of the 

10 bandout, fir•t page, two lin•• below the addr•••· 

11 

12 here a• 71. 

13 Q ,~ ... o•au11i.an) And the r••idual 

14 pr•••ur• i• 60; i• that correct? 

15 a That'• vbat it •ay• here, yeah. 

16 Q Okay. And the pi tot pr•••ur• i• 40? 

17 a That'• what it .. y., Y-· 
18 Q And what i• the flow perwitted on that 

19 d00\m81lt? 

20 It'• 24 -- 2,429 gallon• per •inute at 

21 20 p•i. 

22 Q Right. And what i• the flow perwitted on 

23 the line above that? 

24 

25 

a 

Q 

1,061 gallon• per •inute. 

Referring to Page 2 of that handout, would 
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1 you agree that that'• the .... hydrant that you've 

2 liated aa ia Penaacola Circle in your teati.ony? 

3 

4 

& 

Q 

Yea. 

And readinq tho•• .... linea again, the 

5 atatic preaaure of 70, the reaidual preaaure of 60 and 

6 the pi tot pr-•ur• of 38, would you agree that your 

7 teat r-ulta for the aaae location• were aubatantially 

8 higher? 

9 

10 

Yea, they were. 

a. o• 8VLL%VUI We have nothing further. 

11 Thank you very auch. 

12 

13 

O:W'"88%a.D DD80JII Redirect. 

D. GlfLDI Yea. 

14 aD~ Dalll'D'f%0JI 

15 8~ D • GIJ'LDII 

16 

17 

Q 

& 

Why do you tluah water linea? 

We tluah water linea to aaintain quality 

18 within our ayat ... 

19 Q Ia that lininq that'• in the water linea at 

20 Gulf, i• that baratul in any way? 

21 & No, it'• not. It'• juat a calciua carbonate 

22 acale, ainor acale ·that baa been torainq over the 

23 yeara. It would create an eathetic probl .. , not a 

24 health probl ... 

25 0 Doe• the tire departaent furniah you with 

I'LOil%DA PUBLI C 8DVXCW COMII%88%0JI 
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1 copie• of their te•t• of the -- (inaudible) --

2 

3 

4 

5 

6 

7 

8 

9 

& 

Q 

I'a •orry? 

Doea the fire departaent furni•h you with 

t.e•t. they .ake of the fire hydrant•' pre••ur•? 

& No, they don•t. 

Q Have they contacted you recently about any 

probl ... with the fire hydrant•. 

& No, they have not. 

Q I•n•t it true that the water plant can 

10 produce 1,500 gallon• per ainute? 

11 a Y... The high ••rvioe puaping in place at 

12 either water plant can produce that. 

13 Q so the probl.. i• in the lin•• •o .. plaoe if 

14 it•• lower than that, i•n't it? 

15 

16 

& 

Q 

Y••· 
And you don't know of any requir ... nt that 

17 require• Gulf to replace tho•• line•, do you? 

18 & 

19 

20 

21 

22 

23 

24 of that. 

25 

No, I do not. 

D. G'l'LDI That • • all I have. Thank you. 

(Witn••• Me••n•r exou•ed.) 

oc.w•tUic:.D DDfiOIII Exhibi t•. 

D. G'l'LDI Exhibit 41, I'd aove adai••ion 

OQMMT88IO ... D ... a.. Without objection, 



1 it•a admitted. 

2 (Exhibit 41 received in evidence.) 

3 

4 

KR ... ILL~I I'd like to aova Exhibit 42. 

OOKKI88IO .. a Daaao•a Without objection, 

5 Exhibit 42 ia admitted. 

6 (Exhibit 42 received in evidence.) 

7 

8 and 44. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

11 

22 

23 

24 

25 

Exhibits 

10-minuta 

to order. 

... o•8ULLrva.a Staff moves Exhibit No. 43 

OOKKI88IO .. a oaaao•a Without objection 

43 and 44 are admitted. 

(Exhibita 43 and 44 received in evidence. ) 

COIIIII88IO .. a oauo•a We're qoinq to take a 

rae••• at thi• time. 

(Brief receaa) 

- - -
OOMMI88IO .. a oaaao•a Call the hearinq back 

KR. G&~LI•• Call witn••• Andrews. 

I'LOiliD& .UBLIC 8BRVICB COIIIII88IO. 
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1 t:aPOLD a ........ 

2 vaa called aa a rebuttal vitneaa on behalf ot Gulf 

3 utility Ca.pany and, bavinq been duly avorn, teatitied 

4 aa tollova: 

5 DJJUICIJ.I naMTDif%011 

6 H D. DIJILDII 

7 You teatitied earlier today and vera avorn, 

9 & Y-, yeaterday. 

10 Q Have you prepared aa.e rebuttal te.tiaony in 

11 thia proceeding oonaiatinq ot 18 pagea? 

12 & Yea. 

13 Q In the tora ot queation• and anavera? 

14 & Yea. 

15 Q It I vera to aak you the .... queationa 

16 today, would your anavera be the .... ? 

17 

18 

Yea, they would. 

D. GIJILDII llr. Chair.an, ve aak that thia 

19 be in .. rted into the record aa though read. 

20 OQMPJ .. Ia.wa neaeowa Without objection, it 

22 Q C8J 11r. caatlia) And you have soae t i ve 

23 exhibit• attached to that teatiaony, do you not? 

24 

25 

& 

Q 

That • • correct. 

Exhibit Nuaber CBA-1 ia an exhibit 



1 abovinc) -- an exhibit dated Dec-her 6, 1996, Gulf 

2 utility r•ponae to tbe audit report. 

3 

4 

.. 
Q 

coneot. 

Let .. juat read all tboae out to you. 

5 Ro. 2 ia tbe teat year net operating inco .. aa 

838 

6 adjuated; CB-3 ia tbe depreciat ion expenae and reaerve 

7 for depreciation; CB-4 -- CBA-4 ia the capacity 

8 cbargea, and CBA-5 ia the 1996 capital buc!~et. 

9 & Yea. 

10 Q Ia tbat correct? 

11 & Y•. 

12 •• CI&IJ'LDII Kay we have tho•• identified, 

13 Jlr. Cbair.an? 

14 C(llp!•8J:<*D DD80111 Yea; coapoaite Exhibit 

15 45. 

16 (Bxbibit 45 aarked tor identification.) 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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4 Q. 
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9 Q. 
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12 A. 
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14 

15 

16 Q. 

17 

18 

19 A. 

20 Q. 

21 

22 A . 
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GULF UTILITY COMPANY 

~BUTTAL TESTIMONY OF CAROLYN B. ANDREWS 

STAFF AUDIT REPORT 

Have you reviewed the Gulf Uti 1 it y Company Audit 

Report prepared by Yen Ngo, Audit Manager and Kathy L . 

Welch, Regulatory Analyst Supervisor and submitted 

November 12, 1996? 

Yes, I have. 

Has Gulf Utility Company responded to the Florida 

Public Service Commission Audit Report dated November 

12, 1996? 

Yes, we have. Exhibit_(CBA- 1) is Gulf's response to 

the Audit Report dated December 6, 19 9 6 . Gulf's 

response explained Gulf's differences between the 

Staff Audit. 

And have you likewise reviewed the testimony and 

exhibits of Kimberly H. Dismukes of the Off ice of 

Public Counsel? 

Yes, I have. 

And what are your general observations on these 

studies? 

I have substantial differences with both Staff and OPC 

in that their studies do not reflect the underlying 

economics of Gulf . 

1 



1 

2 Q. 

3 

4 A. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 Q. 

15 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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NET OPERATING INCOME 

Would you outline how you have organized your rebuttal 

testimony as it relates to the income statement? 

Neither Staff nor OPC found the exp enses during the 

test year ended December 31, 1996, but generally used 

expenses during the period September 1995 and August 

1996, then never completed their studies by finding a 

rate base - operating income - rate of return for the 

test period. 

I am therefore using Schedule B-1, page 1 and B-2, 

page 1 of the MFR's and pointing out major differences 

with Staff and OPC. These revised schedules have been 

identified as Exhibit_(CBA-2) . 

Turning to Exhibit_(CBA-2), Schedule i for water would 

you explain this exhibit? 

Column 2 is the requested annual revenue requirements 

shown on Schedule B-1 of the MFR. Column 3 is a 

summary of adjustments where the Company agrees with 

Staff or OPC, and column 4 is the revenue requirement 

of the water operations for the test year 1996, as 

adjusted. 

Schedule 2 is for the wastewater operations and is 

comparable to Schedule 1 . 

Column 5 is a reference to the details supporting the 

adjustments. 

2 
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2 
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4 Q. 
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8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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As the schedules show, $138,471 of additional cost is 

added to the water operations and $28, 504 to the 

wastewater operations. 

Turning to operating and maintenance expenses detailed 

on Schedule 3 of Exhibit_(CBA-2), would you describe 

the adjustments for both the water and wastewater 

operations? 

Most of the adjustments proposed by Staff and OPC 

relate to both operations, therefore most references 

also relate to both the water and wastewater 

operations. A discussion of the adjustments follow. 

Note A; The payroll related adjustments are in these 

broad categories: 

(1) Level of wage increase in 1.996 

(2) Cost of service Gulf provides to Caloosa 

(3) Salary of Randall Mann 

(4) Added payroll for staffing Corkscrew Water 

Plant 

Mr. Moore, on page 25 of his rebuttal testimony 

supported the Company's existing level of salaries and 

wages and the proposed adjustment should be rejected. 

Mr. Cardey on page 10 of his rebuttal testimony sets 

forth the errors in Staff's and OPC ' s attempt to 

allocate more cost to Caloosa and these proposed 

adjustments should be rejected. 

3 
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Mr . Moore, on page 27 of his rebuttal testimony, 

supported the salary of Mr. Mann as reasonable and 

proper and necessary in the business. 

The increased cost for labor in ~he wa te r operations 

is for increased staffing of the Corkscrew Water 

Treatment Plant in accordance with Chapter 17-699 . 

See Steve Messner's rebuttal testimony, page 1 . This 

adjustment was recognized by Staff in their audit 

(Exhibit_(KLW-1). 

Note B; Chemical Cost - Corkscrew Water Treatment 

Plant. 

With the additional looping of the water syst~m and 

the mixing of water from the two water plants, there 

was some discoloring of water . The added chemicals 

solve this problem as set forth in Steve Messner' s 

rebuttal testimony, page 2. 

The chemical adjustments were recognized by Staff in 

their audit report. 

Note C; Material and Supplies . 

The Staff audit entry removing the non-recurring cost 

for lightning damage and relocating meter at Mariner's 

Cove is correct, but Gulf did not include it in its 

MFR. No adjustment is necessary to the MFR's. 

Note D:. Contractual Services. 

Staff's proforma adjustments were for the period 

4 
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September 1995 through August 1996, and do not reflect 

test year 1996 cost . Staff's adjustments are set 

forth in page 43 of the audit report, and comments on 

the specific adjustments are : 

Adjustments 

6 , 7 , 8 , 9,11 Out of the test year period, 

therefore not applicable to 1996 

test period . 

10 Agree with Staff Audit already in 

MFRs. 

12 Agree with Staff Audit already in 

MFRs . 

OPC made an adjustment to amortize the $16 , 000 pond 

cleaning expense over 2 years and Gulf will agree with 

that adjustment and a $8 , 000 adjustment should be 

made . Gulf does not agree with an adjustment for 

repair and maintenance of lift stations . See Mr . 

Messner's rebuttal testimony, pages 7 - 9. 

Note E; Rental of Building. 

The proposed adjustments include two items , first the 

rental charges and second the amount of common 

expenses reimbursed by Caloosa to Gulf. 

Mr. Moore in his rebuttal testimony , starting on page 

10, has shown the charges are reasonable. 

Mr . Cardey on page 8 of his testimony disagrees with 

5 
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t he propo1 d adju1t m nt• by Start and OPC but haa 

r comm nd d $1, 400 a y a addJt:J cmal A i.tt, p lnuunv 

Walt water 

Note F; Transportation Expense. 

476 

$1,400 

Staff's proforma adjustment were for the period 

September 1995 through August 1996 and is not the cost 

for the test period ending December 31, 1996. 

Note G; Insurance - General Liability. 

At the time Gulf's MFRs were prepared Gulf used 

estimates from t hei r in1u r anc g n y . 

l gta H1 Mi1cell 1n OUI Exp nl o . 

Agr e• wi h B a U ' 1 adjul rn nl t o add I he am 1 I ac.l Inn 

M~~~ irtc lude his coat . As to customers • ur ve y cost 

a portion of the cost was included in the MFR. OPC's 

adjustments that Gulf agrees with are set for th below . 

Water Wastewater 

Remove NAWC lobby related dues<550> < 283> 

Rotary dues <163> < 84> 

Interest on operat i ng account <2640> <1360? 

<3353> <1727> 

6 
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As for charitable contributions, none were inc luded i n 

test year expenses so audit except i on No . 3 i s not 

applicable to the MFR's. 

As for Mr. Moore's business and office expenses , he 

stated on page 16 of his rebuttal t e stimony t hat Ms . 

Dismukes allocations are not factual . Mr . Cardey on 

page 10 of his rebuttal testimony also demonstrated 

Ms. Dismukes was in error . Her testimony should not 

be considered by the Commi ssion . 

OPC' s "Unanticipated Expenses" is a misnomer . The 

Company must allow for miscellaneous expenses that 

occur year in and year out , not itemized specifically . 

These expenses occur in the normal course of business . 

OPC's proposal should be rejected. 

As for director's fees, Mr . Moore in his rebuttal 

testimony starting on page 28, indicate they were 

normal and reasonable for a Company suc h as Gulf . Ms . 

Dismukes suggestion should be rejected . 

DEPRECIATION 

"' Q . Returning to Schedule s 1 and 2 of Exhibit~(CBA - 2 ) , 

would yoy oomm-nt nth "111t~\m ni M In ll '" "l ' l 11 1111 t 

I I I I I\ I II 

I I I I II \ 1\ I\ I I I 1 \111 

I\ Il l 11 1111 II\ It llhl 11 ~ 11 1 •1 I ti t t1 
I II II HI II III II 111 1 111 11111 I II III 11 11 t ll tl\ 
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in the Company's computation of depreciation , namely 

reducing depreciation expense for retirements . Gulf 

agrees with Staff and for the test year ending 

December 31, 1996, the adjusted depreciation expense 

and Reserve For Depreciation are shown 

Exhibit_(CBA-3) . The adjustments are : 

Depreciation Expense 

Depreciation Reserve 

Water 

$78,338 

$87,458 

Wast·ewater 

$42 , 770 

$42,770 

on 

I do want to point out an error by Staff in the 

computation of depreciation in the wastewa t er 

operations . In December 1995 Gulf put into service 

Three Oaks WWTP. Since the test year i s 1 996, Gu l f 

depreciation of this plant includes 12 months of 

depreciation . Staff on the other hand used the twe lve 

month period of September 1995 through August 1996. 

In Staff's depreciation, they included the 

depreciation of the plant for 10 months of Dec ember 

1995 through August 1996 but excluded the 2 months of 

October and November of 1995 . 

This illustrates the problem of not al l partieA using 

the test year approved by the Commission , namely the 

calendar year 1996 , in reviewing the operations of t he 

Company. 
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AMORTIZATION OF CIAC 

Ms. Welch has proposed the Company change its 

procedure on amortization of CIAC . What are your 

comments? 

The Company amortizes CIAC us1ng a ~vmposi te 

amortization rate that is the same as the composite 

rate of utility plant, excluding common plant . This 

is one of the alternative methods permitted under 

Commission Rule 25-30.140 Florida Administrative Code. 

Gulf has been doing this for a number of years. 

Ms. Welch has proposed that CIAC be amortized by 

functions, which is a change from the Company's 

present permitted practice. In discussions with 

Staff, we differ on some of the underlying procedures 

of implementing Ms. Welch's proposal, and we think a 

rate case is the wrong forum for settling these 

differences. We will be happy to sit down with Ms . 

Welch after this case, and work out a program 

acceptable to both of us, then implement that program 

in the future. This case should use the Company 

amortization practice now in effect which is permitted 

by rule and has been accepted by the Commission 

historically. 

On Staff audit, which is audit exception 2 of the 

audit report dated November 12, 1996, Gulf has these 

9 
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comments on the study as it relates to "cash" CIAC. 

(1) Staff's proposal is for a period other than the 

test year ended December 31, 1996 . Staff used a 

period from September 1995 through August 1996 

which fails to reflect t>lant additions, plant 

retirements and additional CIAC in the last four 

months of 1996. 

(2) The test year is a 13 month average, and Staff 

used "the plant at 8/96 ... "to determine average 

rates (page 5, 4th paragraph, line 2 on Audit 

Report). This is inconsistent with the MFR 

requirements for developing a test year . 

(3) On the water operations, the capacity fees are 

$800/ERC at existing rates and $550 / ERC at 

proposed rates. The development of these charges 

includes the investment in accounts set out on 

Exhibit_ (CBA-4) . 

In the proposed capacity changes, these costs 

were $990/ERC, which was reduced to $550/ERC to 

keep the level of CIAC within the 75-25\ rule. 

When Staff developed an average amortization rate 

for cash CIAC they omitted some of the functions 

used in computing the capacity charge in the 

first instances, which introduces an error. 

(4) On the wastewater operations, the existing 

10 
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capacity fees are $550/ERC which were increased 

to $800/ERC, and at this level keeps CIAC within 

the 75-25t rule . 

Exhibit CBA-3, again comparee the accounts the 

Company used in developing t he c apac ity c~2rges. 

I believe Staff used all accounts, except land, 

in developing the amortization rate applicable to 

cash CIAC. 

It is my recommendation to the Commission thcat 

the Company's existing practice of amortization 

of CIAC be used in this case. 

TAXES, OTHER THAN INCOME 

Staff in their audit made three adjustments to taxes, 

other. Please comment on these adjustments. 

The adjustments are: 

The Company's computation of Regulatory assessment tax 

did not equate to 4.5t of revenues. 

Water Wastewater 

Gulf agrees with Staff and the 

adjustment is $< 715> $<1,051> 

The second adjustment is 

allocating payroll taxes on a 

payroll rather than a customer 

basis and Gulf agrees with Staff.$<3.850> s 3.850 

S<4.565> s 2.799 

11 
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The tax bill for 1996 is higher than estimated by Gulf 

on its Schedule B-15, by $7,500 for water and $14 1 800 

for wastewater. The Company's MFR 1 s have not been 

changed to reflect the higher taxes. 

RATE BASE 

Staff in their audit, indicated the wastewater plant 

account was overstated by $2,765. Do you agree with 

that adjustment? 

Yes, I do. 

In one of Staff's data requests, the Company furnished 

the latest cost on various construction projects. 

What is the Company proposing in this docket? 

The Company is proposing to use the cost included in 

the MFR's, even though the later costs are somewhat 

higher. 

Would you comment on the $300 I 000 grant under the 

South Florida Water Management District Alternative 

Water Supply Grant Program? 

The grant was not included in the MFR. Gulf rf'!quested 

funding under the South Florida Water Management 

District's Alternative Water Supply Grants Program in 

the amount of $375,000 for preservation of potable 

water through the development of alternative sources 

of irrigation water. 

On November 14 1 1996, the Governing Board of the 

12 
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District approved a grant of $300,000 . The $300,000 

grant will be recorded in CIAC and this is reflected 

in the "test year rate base , as adjusted " 

(Exhibit_KRC-7) . 

The grant will fund the cost of c onst r ucting and 

installing a portion of the control system and 

instrumentation for monitoring flow and qual ity 

parameters at the three effluent reuse disposal sites . 

AUDIT DISCLOSURES 

Do you have additional comments on specific audit 

disclosure that were in Staff ' s Audit Report dated 

November 12, 1996? 

My comments on specific audit disclosures are as 

follows. 

Audit Disclosure No. 5 ; Included in the test year 

operating expenses is the amortization of the San 

Carlos water line project. This project was to serve 

an area with individual wells, and without mandatory 

hook-up, the project was not economically feasible. 

The project was abandoned and i s be i ng amortized over 

5 years . Audit Disclosure No . 5 has not proposed any 

adju•tment. 

Audit Disclosure No . 6; Audit Disclosure No. 6 

summarizes the capital expenditures included in the 

test year . While later cost estimates show higher 

13 
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cost, the amounts shown in the MFR's are reasonable, 

and Gulf has made no adjustments to cost. 

Audit Disclosure No. 7; The MFR's for 1996 use the 

proposed capacity fees while the general ledger 

reflects present capacity fees . Onl y 8 months of 1996 

was audited and at present rates. 

Per ERC 

Water Wastewater 

Present $800 $550 

Proposed $550 $800 

Audit Disclosure No . 14; The statement that Gulf's 

forecast of expenses uses a zero base budgeting 

approach is not the method Gulf used in estimating 

1996 test year expenses. 

BUDGET METHODOLOGY 

Gulf started by reviewing 1995 operations, and 

adjusted it for known changes in 1996 . The annual 

budget is compiled in the ordinary course of business . 

The process begins in July or August with a meeting of 

management . The previous year expenses are reviewed 

and adjusted for known changes- -such as unit pric e 

changes of supplies, changes in treatment process, 

changes in number of units required, and changes i n 

number of employees- -during numerous meetings with 

management and their support staff before submittal to 

14 
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the CEO for approval at the beginning of December, 

with the final budget submitted to the Board of 

Directors for final approval at the year end board 

meeting. The 1996 budget was adjusted for known 

changes at the time of preparation of MFRs. 

Comments on specific items of the financial statements 

follow. 

REVENUES 

The projected revenues in 1996 were determined by 

first projecting customer growth by classes of 

service, including meter size within each class. 

Monthly customers for 1996 is shown on Exhibit 3 and 

Exhibit 4 of the MFR. 

Within each class of service, m gal usage/bill was 

determined based upon 1995 operations . The annual 

usage/bill times the number of bills in 1996, for each 

meter size in each class of service, established the 

annual volumes. 

Next the bills and volumes were multiplied by the 

present rates to determine revenues in 1996. This 

information is shown in Schedule E-13 of the MFRs and 

further explained on page 16-18 of Cardey' s direct 

testimony. 

Operating expenses for 1996 test year were calculated 

by reviewing the 1996 budget . Illustrations of 

15 
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estimates for the 1996 test year are: 

Salaries & Wages; This is based upon the actual 

employees at their 1996 wage rates. 

pyrchased Power-Water; 1995 average cost/m gal times 

estimated flow of 743,213 thousand gall ons in 1996 

Purchased Power-Sewer; The Three Oaks WWTP-Expansion 

went into operation in 1995. The power cost in March 

1996 was representative of the level of cost of 

operating the new plant and was annualized for 1996. 

San Carlos WWTP-Actual power cost for January through 

March 1996 was annualized for 1996. 

Lift Stations; - based upon 1995 average power cost 

per lift station, adjusted for additional lift 

stations added in 1996 . 

Chemicals-Water; The cost is based upon current price 

of chemicals, expressed as $/mgd times 1996 flows. 

Chemicals-Sewer; Known usage of chlorine and hydrogen 

peroxide was priced at current cost per pound. 

Hydrated lime usage is related to amount of sludge 

removal (estimated sludge of 720 loads per year is 

based upon projected 1996 flows times pounds per load 

times price of chemicals per pound) . 

Sludge Hauling: Number of loads per year was based on 

estimated flows for 1996 . 

Depreciation; The Company uses depreciation rates 

16 
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provided for in Commission rule, applied monthly to 

plant balance. 

Taxes. Other Than Income; Property taxes are based 

upon 1995 taxes and estimated changes for 1996. The 

estimates for 1996 are based upon discussions with 

local tax authorities plus additions to plant 

projected for the year . 

Payroll taxes are based upon 1996 payroll and the 

effective tax rates for 1996. 

Construction; The capital expenditures used in 1996 

was made in the normal course of business and includes 

estimates for meters, small main extensions plus major 

items. These estimates are the product of field 

personnel, professional engineers, and management with 

final approval by the Board of Directors of the 

Company. 

Attached as Exhibit_ (CBA-5) is a copy of detailed 

capital expenditures included in the Company's MFR's. 

This same schedule was provided to both Staff and OPC. 

Exhibit_(CBA-5), which includes the actual 

expenditures in the first 3 months of 1996 and 

estimates for the remaining 9 months. A summary of 

this budget is: 

Water 

Wastewater 

17 
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General s 55.827 

$2,709,203 

The general plant is allocated 66\ to water and 34\ to 

wastewater. 

On site facilities that are installed by developers 

and contributed are not included, nor are meter c ost 

that are again off-set by fees . 

Retirements are based upon the original cost of the 

property after reflecting the cost of removal. 

Working Capital; The Company working capital forecast 

was based on the balance sheet method required by 

present Commission rules, with the details set forth 

on Schedule A-17, page 1 of the MFR' . Staff in their 

exception 5 indicated the Company did not provide the 

"forecast methodology" for the projection. 

The foundation of a balance sheet is the following 

financial estimates that were all given to Staff, who 

in turn discussed these documents with the Company 

personnel, therefore they have a good working 

knowledge of the methodology used by the Company . 

Monthly projected income statement 

Monthly projected construction budget 

Monthly projected cash flow 

Monthly projected debt service 

Monthly financing schedule 

18 
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Monthly projected deferred income 1 - A & C . 

These documents provide the basis of developing the 

balance sheet shown on Schedule A-18 of the MFR, and 

cover major assets and liabilities shown 0~ Schedule 

A-18 . Smaller items, such as prepa ymen t, t hat are 

paid quarterly, are reviewed separately . Separate 

reviews were done on other items. 

Staff in Audit Exception No. 5 of the Audit Report 

dated November 12 , 1996, compared their determination 

of working capital with the Company's. Except for 2 

or 3 items, the major difference is due to different 

time periods, not in items to include i n the 

determination of cash working capital . 

Mr. Nixon, in his rebuttal testimony will discuss the 

items he agrees or disagrees with Staff . 

Does that conclude your testimony? 

Yes, it does . 

19 
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1 Q Cll7 R. 8atlia) Do you recognize thia 

2 black book in front of .. ? 

3 

4 

5 

a 

Q 

a 

Y-, I do. 

What ia that? 

Tbat•a the binder that we keep the workinq 

6 paper• which were uaed to prepare the llFRa i n, and 

7 alao any adclitional tax•• or thing• that we aay have 

a received aince we have prepared the IIJI'Ra. 

9 Q Waa a copy of that turni8hed to OPC and the 

10 PSC Staff? 

11 Yea. 

12 ... o•avLLrva.a Ca.aiaaionera, it'a beinq 

13 adaitted aa an exhibit? And I would bave to object. 

14 

15 

16 then? 

17 

D. AI'LDII No. 

a. o• 8ULLrva.a It • • additional teatiaony, 

a. D'l'LDI Yeah, I 9'1••• ao, or ac1c1itional 

18 rebuttal t-tblony to Jla. Welch. The wi tneaa ia 

19 available for queationa. 

20 CCW•t .. IC*D DDICWI llr. Reilly. 

21 a. UILL1'1 We're qoinq to hand out an 

22 exhibit. If I could poaaibly qet a nuaber for 

23 identification purpo-. 
24 oc-=n•IOIID IPD8CJ!II Yea, 46. 

25 a. UILL1'1 Anc1 the abort title tor tbia 



1 exhibit ia Jtaaponae to OPC oocu.ant a.queat 2 3, 

2 Laaaabold I~rov...nt ~rtization. 

3 (Kxbibit 46 aarked for identification.) 

4 aaa.a IIDIIDI&'DO. 

5 BY D. UILLYI 

6 Q 118. Andrew•, I 've arranged to be handed to 

859 

7 you a docu.ent that waa provided to OPC in reaponae to 

8 our oocuaent a.queat No. 23. If you flip to the firat 

9 page, you'll ... that thia ia where we've aaked for a 

10 copy of all audit requeata of the Ca..aiaaion'• Staff 

11 and the Ca.pany'• r .. ponae to theae requeata. 

12 The aeconc:l page of thia exhibit, not 

13 including the cover page, contain• queationa that were 

14 aaked by Staff auditor• anc:l Gulf'• r .. ponae; ao of 

15 cour .. thia ia juat a very partial liating of what you 

16 did provide to Staff. Are you with .. ? 

17 a Yea. 

18 Q Anc:l if you could look at the text with the 

19 No. 2 next to it, aa I correct that thia inc:licatea 

20 that Gulf apent $52,855.98 on leaaehold iaprov ... nt 

21 for the leaaed office apace we •ve been talkinq about? 

22 a Yea. 

23 

24 

25 

Q 

a 

Q 

Tbat they are leaaing froa calooaa? 

Yea . 

And that the Utility ia propoaing to collect 

rLOiliD& PUBLIC 8DVICII COMIIII88IOII 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

an a.ortization of 10,571.20 per y .. r? 

a Tbat ia the duration of the leaae. 

Q Okay. Thank you. Did you aaaiat in the 

preparation of the 1996 budget that waa uaed for the 

projected 1996 teat year in thia caae? 

a Yea. 

Q Aa I correct that the '96 budget waa 

developed by reviewing '95 operationa and adjuating 

'95 expenaea for known chang•• in '96? 

A Yea. 

g And auch known changu aight be unit price 

changu of auppliea, change• in nuaber of eaployeea 

and tbe addition of plant capacity? 

a Yea. 

g At the top of Page 7 of your rebuttal 

teatiaony, you atate that charitable contribution• 

were not included in the projected teat year; ia that 

right? 

a 

Q 

Yea. 

Do you have a copy of the IIP'Ra with you? 

21 And would you look at Page 76. On thia Page 76 there 

22 ia a total liated for aiacellaneoua expenaea of 

23 $71,289; ia that correct? 

2 4 a one 11011811t. Let - get there. 
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25 g Okay. I would give you a nuabered line, but 



2 

3 

a 

a 

You aaid aiaoellaneoua? 

Y... It •a a total. Apparently a total of 

4 aiacellaneoua. 

5 

6 

7 

8 

a 

Q 

a 

Q 

Y .. , I- that. 

71,289? 

Y ... 

Okay. Now, on Auquat 22nd, 1996, Gulf 

9 provided tbe Staff of the co .. iaaion with aoae 

10 additional intonaation concerning the ID'Ra. Are you 

11 faailiar with tbia intoraation? I •a handing it out 

12 riqht now. It'• an appendix c, which qave aore 

13 detailed intoraation concerning projected expenaea; 

14 that correct? 

15 a Yea. 

16 Q Do you bave tbat inforaation before you? 

17 a lea, I do. 
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ia 

18 D. UILL~I If I could poaaibly qet another 

19 

20 

21 

22 

23 

nuaber of 

Q 

tbia exhibit tor identification purpoaea. 

CQI'" .. Ia.D DD8CWI Yea, Exhibit 47 . 

(Exhibit 47 aarked for identification.) 

D. UILL~I Thank you. 

(By Mr. aeilly) Nov if I could direct your 

24 attention to Paqe 2 of tbia appendix, not aqain 

25 including the cover paqe, I believe, it baa 
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1 aiace11aneoua expenaea there near the bottoa. It aaya 

2 Total General Ki•cellaneou• Bxpen•••, 71,289? 

3 & Ri9ht. 

4 Q And that, I queaa, provide• the additional 

5 •upport tor that IIPR nuaber? 

6 & That i• correct. 

7 Q Okay. Thank you. Now we • re qoinq to hand 

8 out one laat exhibit, and thia ia -- did I qive a 

9 abort title to that No. 46? I'a not aure. 

10 Cft'"'Nia.D DDSCWI Detailed deacription, 

11 Schedule B-3 not••· 

12 D. GlfLDII And the exhibit nuaber ia 46? 

13 

14 

15 

CCP'fl'UIOIID DD80111 That waa 4 7. 

D. GlfLDII Okay. 

OCWMIUIOIID DD80111 And the exhibit which 

16 ia juat being di•tributed will be Exhibit 48 . 

17 D. UILL~a Now, thia abort title tor thia 

18 exhibit ia Raapon•• to OPC Docuaent Raqueat No. 32, 

19 1996 Budget. 

20 (Exhibit 48 aarked tor identification.) 

21 

22 

23 

24 

Q Cla7 liZ' ... illy) Now, thia exhibit contain• 

the coapany•a 1996 budget; ia that correct? 

& Yea. 

Q Could I have you plea•• turn to the numbered 

25 Page 11, circled nuaber 11? Aa I correct that thia 



1 abov• ai.aell~ expen.e again to be 71,219, tbe 

2 •- exact nn•t.er tbat continue. to flow tbrouqh each 

3 of the•e docu.ent•? 

4 & That • • correct. 

5 Q So all thr .. it ... tie together, and we're 

6 ba•ically talking about tbe .... collection of 

7 expen.e•, are we not? 

8 & The •- aaount, but not the •- aakeup. 

9 Q Okay. Well, that'• what we're qoinq to qet 

10 to. on thi• exhibit there i• a li•tinq of it ... 

11 included in ai•cellaneou expen8e8. The third ite:! 

12 down on tba li•t i• charitable contribution. of 

13 $2,000; !• that correct? 

14 

15 

& 

Q 

Ye8. 

And tbe fourth it .. down on the li•t i• 

16 political contribution• of $1,200; 1• that correct? 

17 & Ye•. 

18 Q would you aqree with .. that your budqet 

19 include• 3,200 of charitable and political 

20 contribution• and that the total aaount of 

21 ai•cellaneou expenae• •hown in your budqet aatche• 

22 the total aaount of aiacellaneoua expen•e• ahown on 

2 J the IIP'Ra? 

24 & It doe• aatch. The total• do aatch, Y••· 

25 Q Now, we've coapared the expenae• •hown on 
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1 tbi• exhibit with tbo.a 8bovn on appendix c, Page 2 

2 and va•va .. tcbad avery •inqla itea except the•• tvo 

3 ite.a of charitable contribution and politic.l 

4 contribution.? 

5 a aiCJ)lt; tbey • ra not included. 

6 Q Now -.y queation to you i•, would you explain 

7 to tba co.aiaaion vby your budget included $3,200 for 

8 charitable and political contribution•, but when the 

9 nuaber• ware put into the MFRa, the $3,200 ia 

10 reflected not a• political contribution• and 

11 charitabl•, but a• cu•toaer aarvice qua•tionnaira? 

12 a Wall, a• you know, you're looking at two 

13 different ti .. fr..... Tba budget wa• prepared 

14 obvioualy for tbe u•• for -- by the Coapany. Tba IIFR8 

15 ware prepared in order to achieve what va•ra achieving 

16 now. 

17 Tbe que•tionnaira which we aent to the 

18 cuata.er•, I believe in the aiddla of au..er or late 

19 •uaaar of tbia pa•t year, 1996, waa going to co•t 

20 approxiaataly t3,200, and actually I think co•t a 

21 little bit aore; and •o we felt tbat it wa~ 

22 appropriate that it be included in the HFRa and that 

23 we be, able to recoup tbat co•t, bacauae it i• 

24 i~rtant to u• to know what our cu•to .. r• are 

25 thinking of our quality, what type• of iaprov ... nta 



1 tbay would like to ... , any ideaa they aay have to 

2 Mar"e with ua. 

3 Q Ia it poaaible vben tracinq the detail to 

4 all the aupport of theae JOI'R nn•Mra that the 

5 political contributiona and charitable contributiona 

6 fal.l out becaUH they would not have been deelled an 

7 appropriate purpoae to be put into tba revenue 

8 requir ... nt? 

9 a we would not include th.. in the KPRa 

10 becauae they're not allowed. 

11 Q And yet --

a We r..oved anythinq out of the budget that 

would not be appropriate to be included in the MFRa. 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q And yet all the backup ae- to apeak to the 

fact that it•a really political contributiona and 

cbaritable contribution•? 

a Mo. Tbe 110ney waa apent for tba cuatoaer 

aurvey and, aa a aatter of fact, I believe you have 

tba re.ulta of tbat aurvey. .. qave you a au.aary and 

you have all that inforaation. 

It waa requ-ted, I know, in an 

interroqatory. I can • t tell you exactly which one 

right now, but we did give you a au.aary of the aurvey 

24 which waa prepared and the reaulta of the aurvey. We 

25 gave you a copy of vbat the aurvey waa and alao the 
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1 r-ult•. 

2 D. •ULLWI OJcay. .. don 1 t bave anythinq 

3 further. 

4 O(WMIUJa.D DD80111 Staff. 

5 aaol8 WUIIJDI'JOII 

6 aw a. o•8ULL%9Ua 

1 Q 118. Andrew•, are you •ayinCJ that the 

8 exhibit. tbat llr. Reilly ju•t pa••ed out •upport the 

9 fact tbat charitable contribution• are not included in 

10 the bwSCJet? 

11 a Tbey•re not in the budCJet -- they're in the 

12 tuS~Jc. Tbay'r• DOt iD tba Jll'aa. 

13 Q Okay. But you would agree that the 

14 charitable conclu.ion• were in the audited account• 

15 for th••• expena•• for the period 1995 septeaber 

16 tbrOUCJh AUCJU8t 1 96? 

17 a You're talking about bi•toric? 

18 Q RiCJbt; in the audit• period. Would you 

19 agree the•• aaount• were in tbe audi t ed period? 

20 a I'• not follovinq you. I'• •orry. could 

21 you re•tate the que•tion? 

22 Q cartaiDly. WoUld you &CJr .. tbat the 

23 charitable contribution aaount• were in the audited 

24 account• for ai.cellaneou• expenae for the period 

25 Septeaber '95 to AuCJU•t '96? 
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1 a Are you aaying cUd we apencl the 110ney that 

2 ve bad in the buclqet for charitable contribution•? I• 

3 that vbat you're aakin; .. ? 

4 Q Juat a 110 .. nt. (Pauae) I que•• I '• 

5 rat~in; to Audit Exception llo. 3 ancl the nuaber• 

6 that fell out of that audit. 

7 a Hold on juat a 11011ent. I ' • l ookinq tor that 

8 audit report you're referrinq to. It you ju•t read it 

9 to .. , I'• aure it will retreah ay -ory. 

10 Q Okay. Juat a aoaent. 

11 a I found it. Which paqe? 

12 Q That would be Paqe 10 of the audit report. 

13 Would you aqr .. -- I'll let you qet to that paqe. 

14 Audit Exception No. 3 on Paqe 10 ot the audit report, 

15 would you aqree that the Utility did include an aaount 

16 of charitable contribution• in Account• 675.8 ancl 

17 775.8? 

18 a We did. Thia i• the hiatoric inforaation. 

19 It waa not included in the MFRa, ancl we would not 

20 expect it to be accepted a• part of the revenue 

21 requir~t. What the audi tor• were doinq ia they 

22 were auditinq hiatoric inforaation. They were not 

2 3 lookinq at the JOI'Ra at thi• ti ... 

Q Ri9ht. Did Gulf rely on the previoua year•• 

25 expense and budqet in order to project the buclqet tor 



1 1996? 

2 

3 

a 

Q 

•• did, a• a foundation. 

Wby didn't Gulf tile any ca.aent• to the 

4 exception in it• re•pon•• to the Staff audit report? 

5 Becau•• thi• wa• ju.t a co...nt -d• by her 
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6 and we aC)reed with it. They were expended . There wa• 

7 no qu-tion about it. It wa• not included in the 

8 MPRa. And abe wa• looking at hi•torical into~tion, 

9 and we do .upport local civic organization•, 

10 eapecially the youth league• that are in the 

11 co-unity; and ve feel it'• very important to do that. 

12 Q I'd like to refer you next to Page 7 of your 

13 rebuttal t-tt.ony which addr••••• unanticipated 

14 expena•• beqinning on Line 10. I know you have that 

15 in front ot you. 

16 a Line 7 Line 10; I have it. 

17 Q Why i• it rea•onable to allow cu•toaer• to 

18 pay tor expenaea that cannot be identified? 

19 a Well, I think that everyone know•, or ao•t 

20 utility ca.pani•• would agr .. , that you're alway• 

21 going to have expen••• that you can't n•c•••arily 

22 anticipate. 

23 In thi• ca•• what happened to thi• Utility 

24 i a we hired a •atety conaultant which we needed 

25 deaperately. We do not have anyone on Staff who i• 
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1 really qualified to aanaqe our •afety proqraa and it'• 

2 becoaing 110re and 110re t.portant that we -•t -- be 

3 able to do the training that'• nece• .. ry in order to 

4 ... t OSBA •tandard•. Therefore, we did hire a 

5 con•ultant, and I have the co•t of that, which wa• --

6 hold on a aoaent. 

7 I'll tell you -- I'• •orry. I don't know 

8 where ay a••i•tant put the note. 

9 Q Okay. That•• fine. 

10 a But I do know that what we did i• we hired 

11 an out•ide fira in order to do tbi• training for u•, 

12 and the co•t wa• even aore than what we had for 

13 unanticipated expenaa•, and it happen• annually that 

14 thi• occur•. It •Y not be obviou•ly, when we do 

15 the next budget we'll include that expen .. , but it 

16 will be •oaething el••, if not thi•, that will co•• up 

17 that we'll need to be •pendinq aoney for; and in order 

18 for ua to accurately do a foreca•t, we need to 

19 ccmaJ.dar that, and I think the Co.ai••ion need• to 

2 o conaider that becauae that • • going happen to any 

21 utility no •tter who they are. 

22 You're going to have expenaa• that will 

23 occur that you do not anticipate that are nece••ary •• 

24 a part of the ongoing operationa of the Utility. 

25 Q I•n't the whole purpo•• of a projected te•t 
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1 year to anticipate every expenae and bu49et tor it? 

2 A It would be a wonderful world if we could do 

3 that, but unfortunately, we • re hUII&Il and we cannot 

4 have a cry•tal ball and know everythinq that'• goinq 

5 to ooour within a teat year; and being projected, of 

6 cour•e, that•• -- juat lilte our budqet. We do the 

7 be•t we can with the knowledqe that we have at the 

8 tt.e, and we know for a fact that there will be 

9 expenaea that occur that we have not -- that have not 

10 occurred yet; in other word•, there have not been 

11 eventa that have occurred in order to aake the expen•• 

12 

13 Q How would the Ca.aia•ion be a•aured that 

14 thi• ..aunt doe• not include nonutility related 

15 •xpc=••• if not identified ahead of tt.e? 

16 & I would be happy to ahov you the bill for 

17 the conaultant. 

18 Q My que•tion wa• in qeneral. The Ca.ai••ion 

19 doe• not know when you liat unanticipated expenae• 

2 o what they 1 re goinq to be apent on, ao how could the 

21 ca.ai••ion be a••ured in general that the axpen••• do 

22 not end up being uaed for nonutility related expenaea? 

23 & Well, I don't know that you would know that. 

24 I know that it i• not an unrea•onable aaount ot aoney, 

25 aD4 i~ ia probeahJy too low, act.ually. It'• going to 
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1 be auab C)reater tban that, of courae. 

2 Q Moving to Pa9e 8 of your teati.ony, you 

3 identify tbe utility•• auqq .. ted adjuat.enta to 

4 depreciation and -- aocuaulated depreciation, and you 

5 liat ..aunta for water and waatevater. Do you have .. 
6 any work paper• or doc\mentation which indicate how 

7 you arrived at the .. propoaed adjuat.ent•? 

a 

9 Q Could you provide thoae aa a late-filed 

10 exhibit entitled utility'• Propoaed Adjuat.enta to 

11 Depreciation Expense and Accuaulated Depreciation? 

12 Yea. 

13 Q If I could 9ive -- let .. aake aure you 

14 could provide the inforaation. That would reflect 

15 detailed calculationa of depreciation e:xpenaa by 

16 prt.ary account with coluana for 13-.onth avera9• 

17 projected plant with any plant adjuataenta included in 

18 tha t ilinq, each depreciation rate uaed, and the 

19 r .. ul~ing depreciation expenae? 

20 Yea. 

21 ... 0'8VLLIVAIII Ca.aiaaioner Daaaon, I 

22 believe that would be Late-filed Bxbibit Ro. 49. 

23 OCW"t88Ia.D DD.,.a Yea, that'• correct. 

24 (Exhibit 49 aarked for identification.) 

25 ·U. 0 1 8VLLIVUI Thank you. 
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1 ,_ •· o• 8alllYU) •ext line of 

2 queationin; addr .. a .. Audit Exception Ho. 2, co~aite 

3 aaorti&ation rat.. tor CIAC. ooe. tbe utility 

4 currently aaintain recorda of CXAC by function •uch a• 

5 line aain extenaion t ... , hydranta, DOT peraita? 

6 a we do nov. When -- I know when I originally 

7 caae to the Utility the recorda were not aa detailed 

8 aa they are nov, and tbey were u.in; tbe oo.poaite 

9 rate at that tille, and ve•ve continued to do ao. u I 

10 ..ntionecl in .y rebuttal teati.ony, thia ia one of the 

11 acceptable .. t.bacla and we would be happy to ait down 

12 with eo.aiaaion Staff and di.cuaa, you know, vbatever 

13 ia -- you f .. l ia .ore appropriate, but we were trying 

14 to follow the guidelinea that we had at that ti ... 

15 Q Okay. You ..ntionecl that previou.ly the 

16 Utility had not had the recorda aaintained by 

17 function. Approxiaately when did they avitch over to 

18 aaintain th.. by function? 

19 a I cannot 9ive you the definite elate. It wa• 

20 an evolution. I caae to work for the Utility in the 

21 '80a, and it w- over a period of tille that I waa able 

22 to acoo.pliah that. 

23 Q All ri9ht. But clurincJ -- at tbe ti .. that 

24 the Utility filed ita rate caae in thia docket, they 

25 were broken clown by function; i• that correct? 
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2 

& 

Q 
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correct. 

And referrin; to your teatt.ony on Pa9• 9, 

3 Linea 5 tbrouqh 10, you diacuaa the Utility'• currant 

4 practice of .-orti&iDCJ CIAC uaiD9 a COIIPO•ita rata, 

5 and you atata that thia ia ona of tha alternative 

6 -tboda parai ttad unclar tba rula, which ia Rula 

7 25-30.140; ia that correct? 

8 & Yu. 

9 Q I'• 90in; to 9iva you a copy of that rula 

10 and hava you taka a look at it. I a••~ you•va 

11 raviavad tba rula bafora? 

12 & Yaa, I hava. 

13 Q I'a ratarrin; to aubaaction 8(a). You would 

14 agraa tbia ia tha aaction that outlinaa tha 

15 appropriate -thod ot .aortiaing CIAC; correct? 

16 & Correct. 

17 Q Okay. Could you point out whara in thia 

18 rule it aaya that it'• all right to -- or that it'• 

19 optional to aaortiza CIAC uaing coapoaita rata? I 

20 know it • • a long paragrapb thara. 

21 & It .. ya on tha laat line •Otbarwi .. , a 

22 oo.poaita rata a.ortiaation I only have part of tha 

23 page. Bxouae -· Tha copy ia cut off. •Otbarwiaa, 

24 tha ooapoaita plant look• like •aaortiaation rata 

25 ahould ba uaacS•. 



1 

2 

3 

Q 

a 

Q 

That' • the •entence :;ou referred to i• -

Right. 

Okay. If you -- read out loud the previ~ 
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4 ..ntence before that one. 

5 a Ob, I uncler•tancl vbat you're .. YiJMJ. Once 

6 you do have tbe CIAC broken out by function, then I 

7 gu-• there are other .. th~ that are appl icable to 

8 do tbe a110rtiaation rather than the COJIPO•ite .. thod. 

9 we acknowledge that. 

10 Q Okay. SO i• it your te•tillony that if the 

11 account. are broken down by appropriate function, it'• 

12 •till optional the utility aay vi8b to u- the 

13 aa.po•ite rate? 

14 a I'• •aying ve did u.e the co~•ite rate in 

15 tba ..... 

16 Q Bven though the rule• AY• that the 

17 a110rtiaation rate •hall be that of the appropriate 

18 account function vbere docu.entation i• available? 

19 

20 

21 

22 

23 

24 

25 

a 

Q 

Y-. 
So you believe -- do you believe that there 

are tvo option•? The Utility can choo•e to u•e the 

ca.po•ite rate, or ~ the appropriate account 

function rate? 

a I didn •t •ay that. I •aid ve u•ed the 

ca.po•ite rate in preparing the MPR8. We continue 
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1 uai.Dg tbe type of UIOrtiaation tbat ve bad been uaincJ 

2 in tbe pa8t. We al.o aaid we would be willincJ to -t 

3 with Staff to di.cua• what .. thod would be appropriate 

4 for the utility. 

5 Q Do you believe that a rate proceeding would 

6 be the appropriate ti.- to deteraine what the 

7 appropriate rate ahould be? 

8 A. You ..an in thia forua? 

9 Q Yea. 

10 & I don't think ao. 

11 0 Why wouldn't a rate proceeclincJ be the 

12 appropriate ti .. to deteraine the appropriate rate of 

13 aaortizing CIAC? 

14 & I'a not aure I uncteratand what you'r• 

15 aaking. Aak you aaying that we ahould decide right 

16 now bow to a.ortize it? 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Aa a r .. ult of the outcoae of the caae. 

& I'a not aure I underatanct your queation. 

Q I'll withdraw the qu .. tion. 

C(W¥IUia.D CLNIKI What abe aeana ia would 

DGW M a good tt.e it clarity it, .o froa thia point 

forward that you're co.plying with the rule? 

U.... uman81 I thouqht I had aaid that. 

I aaid we would be willing to ait down with Staff and 

diacuaa the appropriate .. thod that we feel ia riqht 
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1 for tbe utility. -· 
2 C«W•t•Ia.a CL••Ka And that probably 

3 abould be acca.pli•hed a• a re•ult of thi• proceeding? 

WUII.I .u:DI-1 'l'laat'a vbat I Aid, ye•. 

5 Tbat'• in -r rebuttal ta•tiaony. 

6 Q (87 ... O'hlllftll) So you think a rata 

7 proceeding wouldn't be tbe appropriate forua to 

8 deteraine tbe appropriate co~•ite -- or the 

9 appropriate rate of an al ... nt of tba rate ca••? 

10 

11 interpreting vbat you're aayinq i•, ahould we •it 

12 right down and all of u• figure it out now. 

13 u. 0 1 8VLLIVUa Okay. I'll withdraw tbe 

14 queation. 

15 Q (87 ... o• hlllftll) In your rebuttal on 

16 Page• 9 and 11 you •tate that •taft Witne••e• Welch 

17 Staff Witne•• Welch'• calculation• regarding 

18 a.ortiaation of CIAC are wrong becau•e •he u•ed the 

19 period froa S.pteabar '95 through Auqu•t '96, and that 

20 tbi• period fail• to recognize -- or reflect plant 

21 addition•, retir..ant•, and additional CIAC for the 

22 re•t of 1996; i• that correct? 

23 Y••· 
24 Q If tbe Ca.ai••ion finda that the Utility'• 

25 .. thodoloqy for aaortizing CIAC i• incorrect and that 



1 an adjuat:llent ia naceaaary in thia caM, what dollar 

2 adjuat:llent do you believe ia appropriate to correct a 

3 13-.anth avera9e balance included in the NFRa? 

4 & I couldn't tell you tbat ri9bt nov. 
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5 Q Could you provide the inforaation at a later 

6 date aa a late-tiled exhibit? 

7 I would try. 

8 a. 0'8VLLI9UI I would requeat that be 

9 identified, I queaa, a• Late-filed Exhibit Mo. 50. 

10 ccwnaaJa.D DD80Ma Yea, 50. could we 

11 have a abort title, pleaae? 

12 a. 0'8VLLI9UI Certainly. Dollar 

13 Adjuat:llenta Nece•aary to correct 13-Month avara9e 

14 Balance Included in the MPRa if the Ca.aiaaion Pinda 

15 tbat the Utility'• Katbod0109Y for Aaorti&in9 CXAC ia 

16 Incorrect. 

17 C(WMTUia.D DDSOMI I 'a juat 90inc) to 

18 entitle it Adjuataanta Neceaaary for CIAC 

19 Aaortization. 

20 (Exhibit 50 aarkad for identification.) 

21 

22 Q 

u. 0'8VLLI9all1 That aounda better. 

(~ ... o• hlli..a) Raferrin9 one aore 

23 ti .. to your teatiaony on Pa9e t, Linea 13 tbrou9h 

24 20 -- I'• aorry. Strike that queation. I've already 

25 aaked that. 
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1 •· o• 8VLLJValll Staff baa no further 

2 queationa. Thank you. 

3 OCWI"Uia.D DDIO"I Redirect. 

4 --~ QNIJPifJC. 

5 ·~ D. G!'LDII 

6 Q Ia the Lee Hoapital in the r-inder of the 

7 building vbere Gulf ia aituated? 

Yea. 8 

9 

a 

Q Didn't they apend over $200,000 in l .. aebold 

10 t.proveaenta? 

11 a Yea. 

12 ... flai'LDII Tbat'• all I have • 

13 C!O"'"Uia.D D•aa.a Exhibit•. 

14 ... G!'LDII 45, I .ove tbat exhibit. 

15 CCWMJUJa.D DD80111 Without objection, 

16 ia adllitted. 

17 (Exhibit 45 received in evidence.) 

18 

19 

D. 8DLL~I I would .ove 46, 47 and 48. 

coerflUJa.D DD8CWI Without objection 

20 Exhibit• 46, 47 and 48 are adllitted. 

21 (Exhibit• 46, 47 and 48 received in 

22 evidence.) 

23 cw-nUia.D DDICWI 49 and 50 are 

24 late-filed. Thank you 118. Andrewa. 

25 (Witneaa Andrew• excuaed.) 

45 
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1 -----

2 o •nala.D D"ICWa Perbap• nov vould be 

3 an appropriate tt.e to review the exhibit•. According 

4 to .y record, all exhibit• that have been identified 

5 have been adaitted with the exception of Exhibit 2, 

6 EXhibit 7, vbicb i• late-filed, Exhibit 11, vhich i• 

7 late-filed, EXhibit• 13 and 14, Exhibits 16 and 17 

8 which were witbdravn, Exhibit 25, which wa• withdrawn, 

9 and Exhibit• 49 and 50, which are late-tiled. 

10 ... o•aULLrv.a.a ca.ai••ioner, I believe we 

11 failed to addre•• 13 and 14. A8 you recall, yuterday 

12 there were doou.ent• pre•ented by the Utility that 

13 Staff badn • t had a chance to look at, Bxbibi ~• No. 13 

14 and 14. 

15 Staff ba• no objectiona to IXhibit No. 13, 

16 and if I can verify that Exhibit No. 14 addre••e• 

17 Audit Exception No. 11, I believe, ~ .. a n .. ~ 

18 have an objection to that either. 

ld ;lOt 

19 OO'"'"Nia.D DDSCWa Okay. You have no 

20 objection to Exhibit 13. Mr. Reilly, i• there an 

21 abjection to Exhibit 13? 

22 a. U%LL'I'a No objection. 

23 C"'W'"Nia.D o•a80"a All riqht •. Shov then 

24 that axbibit 13 i• adaitted. 

25 (EXhibit 13 received in evidence.) 

n.oaxoa .vaLzc aavxc. «W•JNJOII 



1 ~·r .. Ja..a D...a.a Ka. O'Sullivan, can 

2 you clarify vbat clarification you need for Exhibit 

3 14? 

4 a. o• nLLJVUa certainly. It appear• --

5 we were not able to ••certain vben they were beinq 

6 adJii tted vbat they were related to exactly; and we 

7 believe it • • Audit Di.aloaure llo. 11, wbi cb 1• the 

8 engineering COIJU for tbe new univer•ity. If that'• 

9 correct, ve have no objection. 

10 (Ki.cellaneou. inaudible conver•ation.) 

11 

12 we're •till on the record, •o don't CJ•t too ca•ual 

13 bere. 

14 u. o•aULLJVUI Tho•• are the engineerinq 

15 the engineering receipt•. 
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16 OO¥" .. Ja.D DP80111 Ka. O'Sullivan, do you 

17 n.e4 to CJO ott tJaa record? 

18 u. o• aULLJVUa Certainly. 

19 ,.,J .. Ja.D DP80111 All ri9ht. We' 11 qo 

20 off the record until we can get thi• clarified. 

21 (Di•cu••ion ott the record.) 

22 

23 record. 

24 a. o• aULLnua Ye•. statt ha• no 

25 objection to Exhibit 14. 
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1 O'WiftUIOIID DDIOWI Very well. Show that 

2 Exhibit 14 i• adaitted. 

3 (Exhibit 14 received in evidence. ) 

4 OC'""'UIOIID DDICWI What i• the •tatu• of 

5 Exhibit 2? I abaV that it ia a 2/26/97 letter froa 

6 Butler with contract attached. 

7 u. 0 1 8VLLIVUI That waa an exhi bit that we 

8 were going .aka copi•• for and file a• a late-filed 

9 for the parti ... 

10 

11 

0 ITMia..R DP'WWI llake copi .. and what? 

... o••~• And file a• a late-filed. 

12 It wa• preaented during the cuatoaer te•tiaony froa a 

13 golf cour-, San carlo• Golf Cour••· 

14 ~·t .. la..R DD80PI So we•r• ju•t going to 

15 •bow that a• a late-tiled? I• there any objection to 

16 that? 

17 

18 

19 

a. •IJ'LIIIa Hone. 

D. UILL~a I don't think •o. 

cor:nUIOIID DD8011a Okay. I believe that 

20 addr .. ••• all exhibit•. Any other aattar• to be 

21 brought up at thi• tt.e? 

22 

23 

24 

25 

D. UILL~I Ho aatter•. 

u. o• 8ULLIVUa No aatter•. 

a. •IJ'LDia Hone. 

OOMMIUIOIID ~D80111 Okay. I've been 
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1 banded a copy ot the CASR and it indicate• that 

2 tranacripta are due March the 19th with brief• due 

3 April the 3rd, and it there'• nothing elae, we will 

4 atand in rec••• until 6:30 p.a. 

5 (Brief receaa) 

6 - - -

7 COMM%88IO .. a Daaao•a call the bearinq back 

8 to order. Let •• take thia opportunity to welcome the 

g members of the public who have come out and joined us 

10 this eveninq for thia phase of the hearinq. 

11 For your inforaation, we just concluded what 

12 we refer to aa the technical phase of the hearinq, and 

13 we're convening thia ••••ion now to hear from 

14 customers. 

15 In the way ot introduction•, let me 

16 introduce myself. My naae ia Terry Oea•on. I'm a 

17 member of the Public Service Commia•ion. I'll be 

18 chairinq the bearing this evening. With me this 

19 eveninq and aeated to my immediate left is 

20 Commissioner Susan Clark. 

21 To the table in front of me and to my lett 

22 are representative• ot Gulf Utility Company and in 

23 front of me to my riqht is Mr. steve Reilly who is 

24 with the Office of Public counsel, and •eated at the 

25 table to my left are member• of the Staff of the 

WLOaiD& ~UBLIC 8BRVICB COKXI88IO. 
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1 Public Service co.aiaaion. 

2 of the public have 

3 queationa vbicb they would like to have reaolved , you 

4 can addrua thoH to _,.r• of the Staff . They would 

5 be glad to aaaiat you in any way poaaible. 

6 Let .. review briefly the procedure we ' re 

7 going to follow thia evening. llr. Reilly will be 

8 calling -blr• of the public by naae. When your naae 

9 ia called, we aak that you ca.. forward to one of the 

10 aicropbonea to the table to ay right. 

11 Tbia i• an official hearing of the 

12 Ccmaiaaion. It ia beinq recorded by an official court 

13 reporter. Your ~t• will beco- part of the 

14 record. To enable ua to uae your co..enta aa 

15 evidence, it will be neoaaaary for you to be aworn in 

16 aa a witneaa. In juat a .a.ent we will take care of 

17 that foraality. 

18 Aa you entered the auditoriua you were 

19 provided a apecial report printed on green paper. 

20 Thia provide• you with the background inforaation on 

21 thia caae. Alao, the very laat page of thia report 1• 

22 deaigned to be detached for tho•• peraona who wiah to 

23 aake ca.aenta to the Ca.aiaaion but do not wiah to 

24 actually foraally teatify at thia hearing. If you 

2 5 chooae to do that, you -y detach thia page and vr i te 
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1 your ~nta, fold it, and aail it to tbe co.ai••ion. 

2 And with that, I'a going to ••k the ... ber• 

3 of tbe public vbo have •iqned up and wiab to te•tity 

4 tbi• evening to plea•• •tand and raiH your r l']ht 

5 band. 

6 (WitneaH• collectively •worn.) 

7 OPs' "•Ia.D DDPO!II Thank you. PlU8e be 

8 Hated. llr. Reilly, you aay call your fir•t witne••· 

9 D. U%LL~a ROJMo Antoniazzi. 

10 ('I'''UI_.. DDecPI Sir, if you will bee) in 

11 by giving u. your na.- and your ac14ru•, and you aay 

12 wi8b to •pall your na.- for tbe benefit of the court 

13 reporter, and then proceed with your •tat-nt; and 

14 when you conclude your •tateaant, wait for ju•t a 

15 aa.ent becauae there aay be •OJM que•tion.. 

16 - - -

17 aamc» alft'C*IUII 

18 appeared a• a witne.• and, having been duly •worn, 

19 te•tified a• follov•a 

20 D%a8GW..,....... 

21 lly na11e i• ao.eo, 

22 R-o-M-B-o, Antoniaaai, A-N-T-o-N-I-A-Z-1-I. I live at 

23 20730 Hor•e Baae Hollow, Z.tero, Florida. That'• in 

24 tbe Village• of country creek. Nov, it'• --what I'• 

25 only concerned ao•t of all i• I don't underatand the 
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2 .. $2.00 to taka away $1.00 worth of water. 
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3 Witb t;aae ~of .aa•, it'• 9oin9 to eo~~a 

4 to $2.50 taka away $1.00 worth of water. Mow, it I 

5 waah ay car, water ay planta, that doaa not qo into 

6 the aavaga. Wby ia the aavaga rata ao high? I don't 

7 undaratand that. I could ... dollar tor dollar aayba, 

8 but two and a balt to one, I can't calculate that. 

9 Maybe you can explain it. That•• the only thing I 

10 have. 

11 m" "UJa.D DDSOPI Okay. Qu-tiona? 

12 a. aaB.Da Mo quaationa. 

13 u•=t .aa PJa••la cao I 9at an 

14 explanation? 

15 CCWPJ'UJa.D DDSOPI Well, I '11 let 

16 Mr . Gatlin or llr. lloora to adc:lraaa that quaation, 

17 bacauaa they are the onaa raquaating the particular 

18 waatavatar rata that you are ratarrinq to. 

19 a. Cla!'LDI Wall, wa•va had two full c:laya 

20 ot hearing• to try to aaka that dataraination. The 

21 Utility baa ottarac:l axtanaive financial intc=-ation to 

22 tba ~eeiaaion auch that would aupport t.ha propoaac:l 

23 ra~, hopefully. 

24 Tbe Staff of the coaaiaaion baa dona audita 

25 on Gulf Utility. The Staff of the ca.aiaaion 
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1 participated fully in thia hearin;. The Office of 

2 PUblic eowwel, ll:r. Reilly, participated, and he 

3 preaented tvo witnaaaea. Nona of the axparta -.qr.. on 

4 auch of anythinq. So aa a reaul t, you know, thia 

5 iaaue will be placed before the Ca.aiaaion, and the 

6 cc.rt uion aft. appropriate aaalyaia by the Staff and 

7 a r~tion by the Staff, the ca.aiaaion will 

8 have to decide vbat the rataa are CJOincJ t o be for the 

9 Coapany. 

10 OW"UIC*D DD80PI Sir, let - -- I don't 

11 diaagree with vbat waa aaid, but I think the aiaple 

12 anawer to your queation ia, it'a a aatter of coat; and 

13 •~ would argue, and I think it probably ia CJenerally 

14 accepted, that it ooata aore on a par CJallon baaia to 

15 treat waatawatar and diapoaa of it than it doaa to 

16 provide you water to your ha.a on a par CJallon baaia. 

17 It ia a aattar of coat and that ia wby on a 

18 gallonage rata uaually -- and thia ia not juat thia 

19 coapany, but aoat of the oo~ni .. that we regulate in 

20 the atate of Florida -- the waatawater rate ia hiCJher 

21 on a per gallon baaia than it ia for water delivered 

22 to your ba.e; and it'• at.ply a aatter of coat, the 

23 engineering and anvironaantal raquir~t• aaaociated 

24 with treating waatewater and diapoainq of it. 

25 unaa ~Sia Nov, we live at country 
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1 creek vbicb baa a golf courM, and we get treated 

2 water in there for our lake•. I believe we're cbarged 

3 for tbat water, aren't we? 

4 a. Clai'LDI Water into the lake•? 

5 

6 effluent. 

7 

8 

9 fr .. ? 

10 

11 water. 

D. Dft.DII Mo. 

That'• g i ven to u. 

a. G'I'LDI Not treated water, not drinking 

12 W%~ ~SII Mot drinking water. 

13 I • • taking about for the lake•. I• that cbarged to 

14 the Country creek or i• that --

15 a. Clai'LDI No, no. 

16 UIJ'IIU8 ~SII No, what? 

17 a. Clai'LDI No, it • • not charged. 

18 u~ ~SII It'• not charged. All 

19 right. Thank you. 

20 OC""JUJa.D DD..,.I Thank you, •ir. I 

21 appreciate you coaing thi• evening. 

22 a. IIDLL~I Katherine Green. 

23 - - - - -

24 DBDJID --

25 appeared a• a witne•• and, having been duly •worn, 



888 

1 teatitied aa tollowa: 

2 D~~ 

3 WIW"• •-• ICy na11e ia Katherine Green. 

4 I'• vice-pr .. ident of operationa tor WCI ca.aunitiea, 

5 Liaited Partnerabip. I'd like to read into the record 

6 a letter that ve bave prepared for the Ca.aiaaionera. 

1 o 'Nia.D m.•••a Would you tell ua vho 

8 you • re vi th a41ain? I didn • t catch that . 

9 WI,.._ --· WCI COIIIIUiliti .. , Liaited 

10 Partnerabip. W. are a COIIINI\ity develos-ent CCJIIP&ny, 

11 and Pelican Landing, River Ridge, Gateway, aeveral 

12 local ca..uniti .. are developed by ua. 

13 0 'Nia.D m.•••a Okay. 

14 

15 co-iaaioner Clark; on behalf of wei co.auniti .. , LP, 

16 I would like to go on the record aa being atrongly 

17 oppoaed to the t.poaition of any fee• or cbargea with 

18 respect to reuae water. Laat year WCI entered into an 

19 agreeaent with Gulf utiliti .. in Batero, Florida with 

20 tbe n..,.ratanding tbat the reuae water they are 

21 obligated to provide for our River Ridge co.aunity 

22 would be fr .. of charge. 

23 Thi• aolvecl a probl- for each of ua. Gulf 

24 has an inexpenaive and reliable vay to rid it .. lf of 

25 the by-product of ita aever and water buainaaa, and 
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1 WCI baa a vay to irri9ate ita 90lf courae and co.-on 

2 areaa without utili•inq acarce qround water reaourcea. 

3 Of neoeaaity and benefit to Gulf, WCI ia 

4 obli9ated to receive the water evan wban ·we do not 

5 require it. Tbia ia an obli9ation ve certainly would 

6 not acJr.. to if ve bad to pay a f.. for the water. 

7 rroa an econoaic atandpoint, the iapoaition 

8 of feea or cbar9ea could have a aiqnificant iapact on 

9 the developaant and profitability of River Ridge. 

10 Tbia ... aure will certainly negatively affect the 

11 conauaer who will live and golf there and ultiaately 

12 pay the billa. 

13 rroa an environaental atandpoint, with 

14 groundwater reaourcea ao atrained, it ..... very 

15 abortaigbted to erect any barrier• to the wideapread 

16 u.aa of alternative water aourcea aucb •• reu .. water. 

17 llov that the general public ..... to have 

18 accepted the uae of reuae water aa an acceptable 

19 irrigation alternative, wby alov that tide. 

20 Again, we urge you to aaintain the atatua 

21 quo and do not enact any fee• or charge• for reuae 

22 water. 

2 3 Sincerely Jtather in• Gr .. n. 

24 a. aftaDI llo queationa. 

25 CX'IC-IIN%<*8 DD8 0111 llr. Reilly, queationa? 

n.oaJ:Ia .v&LIC 8DV%C. COIIII%881011 
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1 a. UJLL~I Just a quick one. What i• your 

2 title with tbi• Ca.pany? 

3 

4 

5 

6 

7 

WI,... •-• Vice-pr-ident of 

operation8. 

D. UJLL~I Okay. Thank you. 

Staff. 

a. o•aULLJVUa Ju•t a couple of quick 

8 qu-tiol\8. 

9 In refareDCa to tba aiver aid9• davelo~nt, 

10 i• it true that the co.auniti•• currently ha• received 

11 •a.e reclat.ed water but ha• not yet used it for 

12 irrigation; i• that correct? 

13 WI,_. •-• · Correct. That i• correct. 

14 a. 0 1 8VLLIVU1 Okay. Nothinq further. 

15 WI,_. ...... would you like .. to give 

16 you tbi• letter or --

17 OOMMJaaJa.KR DP'eoMI You can provide that 

18 to the court reporter. 

19 11r. Railly, aay call your next witne••. 

20 a. UJLL~I Tho•• are ay two witn•••••· 

21 ocr=naaJa.D ltP'eoMI Ha• anyone el•e 

22 entered the aucUtoriua? I '• inclicatinq that no one 

23 else ba• entered the auditoriua. 

24 I want to thank tho•• .. llber• of the public 

25 who took ti.- out of their •chedule• to coae and join 



1 ua tbia evening. We appreciate your commenta, and it 

2 tbere•a nothing elae to coae before the Commiaaion, 

3 hearing nona, tbia hearing ia adjourned. Thank you 

4 all. 

5 (Thereupon, the hearing concluded at 

6 6:50 p.a.) 
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1 STATB OP I'LORIO.) 

2 COUJft'Y OP LBOII ) 
CBRTIPICATB OP RBPOR'l'DS 

3 We, ..-A IIACDIBY aDd Jt0'1'BB POT Alii, CSR, 

4 
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24 

25 

RPR, Ott icial coai••ion Reporter•, 

DO HBRBBY CBRTIPY that the Hearinq in Docket 
No. 960329-WS and 960234-WS wa• heard by the Florida 
PUblic service CO..i••ion at the ti .. and place herein 
•tated; it i• further 

CBRTIPIBD that we •tenoqraphically reported 
the aaid proceedill9•; tbat the •- ha• been 
tran•cribed under our direct •upervi•ion; and that 
thi• tran•cript, conai•tinq ot 891 paqe•, Volume• 1 
throuqh 5, conatituta• a true tran•cription of our 
notes of said proceeding• and the in•ertion of the 
preacribad prafiled te•tiaony of the witne••· 

DATBD thi• 19th day of March, 1996. 

~.J:L 
ROWDIA NASH 
Official eoa-i-ion Reporter 

~-p~. 
H. RtJ'l'HE POT Alii , CSR, RPR 
Official Ca..ai••ion Reporter 
(904) 413-6732 


