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P R O C E E D I N G S  

(Transcri p t  cont i  nues i n  sequence from 

Volume 5 . )  

RICHARD P. .REDEMANN 

continues h i s  testimony under oath from Volume 5: 

CONTINUED CROSS EXAMINATION 

BY MR. REILLY:  

Q 

oversized, or t h a t  you determined t h a t  none o f  the wel ls were 

oversized. Can you t e l l  us how you came t o  t h a t  determination? 

A 

You stated t h a t  these wel ls  in the system were 

Most o f  these wel ls are r e l a t i v e l y  small w i t h  the 

I f  you look a t  the designed peak hour, gal lons per minute. 

they are, you know, very close. And, you know, the size, you 

l i k e  a large wel l ,  

match exact ly the 

ieve tha t ,  you know, 

know, bas ica l l y ,  you know, unless you have 

you are no t  going t o  have - -  i t  i s  hard t o  

number o f  customers t o  the wel l .  So, I be 

these sizes are reasonabl e. 

Q Let me r e f e r  you t o  Page 8 o f  your testimony, and 

t h i s  i s  s ta r t i ng  on Line 21. You speak o f  imposing a 12-hour 

l i m i t a t i o n  on f i r m  r e l i a b l e  capacity on the wel ls  remaining 

a f t e r  the largest  well  i s  removed? 

A Yes. 

Q And we were aware tha t  t h i s  i s  a recommendation tha t  

has been made by the engineering department f o r  the l a s t  very 

few years, but  t ha t  i t  was a fa i r ly  recent phenomenon. That 

FLORIDA PUBLIC SERVICE COMMISSION 
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has been our testimony, and ye t  i n  your testimony you r e f e r  t o  

t h i s  same order o f  which I j u s t  gave you one page t o ,  the 

Southern States case, you sa id  i n  t h i s  order they also endorsed 

the 12-hour approach, i s  t ha t  correct? 

A 1 bel ieve so. 

Q Could you - -  i s  t ha t  - -  was t h a t  j u s t  i n  a 

ca lcu la t ion  t h a t  was made o r  i s  i n  the t e x t  o f  the order? 

Because we have looked a t  the order and cannot f i n d  such 

1 anguage b 

A When I was reviewing the orders, I saw t h a t  

information i n  there, as f a r  as I can r e c a l l .  

Q But you cannot c i t e  t o  me anything i n  t h a t  order t h a t  

would endorse the lz-hour ,  o r  the - -  
A Not a t  t h i s  time. 

Q Would you expect the section i n  t h a t  order t h a t  deal t  

w i th  f i r m  r e l i a b l e  capacity t o  provide the  support t h a t  you are 

looking f o r ?  

A I t  may be i n  there. It could have been i n  the 

exh ib i ts  i n  the back. 

Q Subject t o  check, would you concede t h a t  such 

language i s  not  i n  the  firm r e l i a b l e  capacity section o f  t ha t  

order, o r  would you l i k e  t o  re f resh your understanding and I 

can hand you a page o f  it, o f  the order? 

A Well, t he  order consisted o f  hundreds o f  pages. The 

engineering piece was, I th ink,  1 i ke ten pages long. 

FLORIDA PUBLIC SERVICE COMMISSION 
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Q Well, the order obviously w i l l  speak f o r  i t s e l f ,  

so - -  

A Yes. 

MR. REILLY: I j u s t  want t o  b r i ng  t o  the Commission's 

a t ten t ion  t h a t  we made an e f f o r t  t o  look a t  the language o f  

t ha t  order and could not  f i n d  the support t ha t  i s  being 

suggested by t h i s  witness, and t h a t  w i l l  be a matter t h a t  w i l l  

be br ie fed.  

BY MR. REILLY: 

4 In your discussion o f  l i m i t i n g  firm r e l i a b l e  capacity 

o r  ac tua l l y  c u t t i n g  i n  h a l f  firm r e l i a b l e  capacity by imposing 

the 12-hour requirement, on tha t  issue are you aware t h a t  the 

spacing o f  wel ls  must be designed so t h a t  the draw-down e f f e c t  

i s  not experienced from one wel l  t o  the next, t ha t  DEP requires 

that? 

A I don ' t  r e c a l l .  But i f  they are spaced t o  c losely,  

t ha t  could a f fec t  the wells. 

Q But my question i s  are you aware o f  the DEP 

requi rements concerning spaci ng o f  we1 1 s? 

A I have read i t  awhile ago, I don ' t  remember the exact 

1 anguage. 

4 Would you expect t ha t  the DEP requirement requires 

the p lac ing o f  wel ls  t o  be i n  such a manner t h a t  they do not 

cause a draw-down on each other? 

A Yes, i t  i s  probable. 

FLORIDA PUBLIC SERVICE COMMISSION I1 
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Q Are  you aware o f  the DEP requirements f o r  w e l l  t es ts  

tha t  requ i re  - -  a f low t e s t  t h a t  requi re  one and a h a l f  times 

the capacity f o r  a 24-hour per iod wi thout any draw-down? 

A I t h ink  t h a t  pa r t  i s  when you i n i t i a l l y  t e s t  the 

we l l ,  i f  I r e c a l l ,  t h a t  you have t o  t e s t  t o  make sure i t  

doesn't  do tha t ,  yes. 

Q That requirement does ex i s t?  

A I bel ieve so, yes. 

Q The peaking fac to r  you propose f o r  the demand when 

cal cul a t i  ng used and useful percentages o f  water systems comes 

from AWWA M32, i s  t h a t  correct? 

A That i s  correct .  

Q And you are proposing t o  peak the  max day f low by a 

fac to r  o f  two t o  obta in  a peak hour f low t o  a used and useful 

cal cul a t ion? 

A Yes. 

Q Now, AWWA M32 ac tua l l y  gives a recommended range o f  

1.3 t o  2 peaking fac to r  f o r  obta in ing the peak hour demand from 

the max day f low, i s  t h a t  correct? 

A Yes, there i s  a range. 

Q And why d i d  you not choose the low end o f  the range 

a t  the peaking fac to r  o f  1.3? 

A The u t i l i t y  i s  responsible f o r  prov id ing water 

service, and I wanted t o  make sure t h a t  my ca lcu la t ion  w i l l  

al low them t o  provide the  maximum water tha t  could be required 

FLORIDA PUBLIC SERVICE COMMISSION II 



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 

709 

t o  those, t o  the i  r customers. 

You are saying you are doing t h a t  t o  be o f  be t te r  Q 
service t o  the customers? 

A Yes. I n  addi t ion,  the.Commission has also used, 

looked a t  t h a t  peak fac to r  o f  two i n  the Southern States case, 

and also t h a t  case t h a t  has gone t o  the F i r s t  D i s t r i c t  Court o f  

Appeal which approved t h a t  peak fac to r  o f  two. 

Q Would not a lower peaking fac to r  be t te r  recognize the 

changing water use patterns and the t rend towards conservation? 

A I don' t  bel ieve so. The amount o f  water would be 

re f lec ted  i n  the maximum day. The peaks s t i l l  occur. 

Q But wouldn't t h i s  conservation factor  have an 

inf luence on the peaking factor ,  as we l l?  

A It might, I don ' t  know. 

Q Is not the AWWA M32 reference used f o r  peaking factor  

qu i te  old ,  being published i n  the 1970s? 

A No. 

Q Okay. 

A I t h ink  i t  i s  1989. 

Q And, the AWWA M32 reference you c i t e  i s  ac tua l l y  a 

reference f o r  designing d i s t r i b u t i o n  systems rather than source 

o f  supply, pumping, and treatment, i s  t h a t  not correct? 

A Yes. 

Q And ye t  you use i t  not j u s t  f o r  d i s t r i bu t i on ,  but f o r  

source of supply and treatment, do you not? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A Yes. 

Q I s  t ha t  an incorrect  use o f  t h i s  source? 

A No, because the wel ls without the amount o f  ground 

storage and high service pumping, the we1 1 s have t o  meet the 

demand. 

Q I s  there not a d i f ference i n  design flows tha t  

engi neers use and regul atory agencies requi r e  i n designing 

source o f  supply and treatment f a c i l i t i e s  as compared t o  

d i s t r i b u t i o n ?  

A There are d i f f e r e n t  design books, yes. 

Q Well, i s n ' t  there a reason f o r  t h i s  dif ference? And, 

i f  so, could you s tate t h a t  reason? 

A Well, you have t o  consider, you have t o  evaluate the 

whole system as one component. The water has t o  meet, the 

water has t o  be pumped and serve the customers. So there are 
d i f f e r e n t  peak factors and d i f f e r e n t  components o f  the water 

systems. 

Q Le t ' s  take a look a t  your one-page exh ib i t ,  RPR-2, 

and t h i s  i s  your statement o f  a l l  the formulas and assumptions 

t h a t  you have made t o  a r r i v e  a t  your used and useful 

cal cul  a t ion? 

A Yes. 

MR. REILLY:  Could we take about a minute t o  consult 

w i th  him? This w i l l  be the end o f  our questioning. 

COMMISSIONER DEASON: Yes. 

FLORIDA PUBLIC SERVICE COMMISSION II 
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MR. REILLY: I ' m  j u s t  determining what we've covered, 

and I w i l l  be w i th  you i n  one minute. 

BY MR. REILLY:  

Q Okay. I would l i k e  to.address your a t ten t i on  t o  j u s t  

a couple o f  po ints  on your formulas and assumptions i n  RPR-2, 

and d i r e c t  your a t ten t i on  t o  Item 2. You s ta te  here tha t  you 

will use the  s ing le  max day i n  the t e s t  year i f  i t  appears 

there i s  no anomaly t h a t  day, i s  t h a t  correct? 

A Yes. 

Q But you say i f  an anomaly may have occurred tha t  day, 

you use the  average o f  the f i v e  highest days, i s  t h a t  correct? 

A 

Q 
That i s  over a 30-day period. 

And my question t o  you i s  how do you determine what 

might cons t i t u te  may cons t i tu te  an anomaly? 

A We1 1 , i f  you see an abnormal high event dur ing what 

the u t i l i t y  i s  saying t h a t  t ha t  i s  the  maximum day, also i f  

there i s  a f i r e ,  the  u t i l i t y  usual ly  puts t h a t  on the  MFRs on 
the day and discounts the maximum day. 

l eg i t ima te  maximum day, you should use the  maximum day. 

But i f  there i s  a 

Q If  i t  i s ,  i n  fac t ,  a l eg i t ima te  maximum day, would 

you expect t h a t  maximum day t o  be p r e t t y  close t o  the  other 

four highest max days, t h a t  those f i v e  would be fa i r l y  close t o  

each other? 

A Maybe, maybe not .  But probably they would be. 

Q And my concern i s  t ha t  you are s t a t i n g  here it may be 

FLORIDA PUBLIC SERVICE COMMISSION 
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the case. 

t h i s  one max day tha t  would be not iceably higher than the other 

four max days, i s  t h a t  correct? Would t h a t  not ra ise  a 

question o f  a possible anomaly? . 

For t ha t  t o  be tr iggered, you would have t o  have 

A Well, the u t i l i t y  i s  required t o  report  the anomalies 

l i k e  a f i r e  or a main break t o  the Department o f  Environmental 

d occur. 

s unless 

Protection, so I don ' t  know what other anomaly wou 

Probably i f  they have a peak day, t h a t  i s  what i t  

there i s  some k ind o f  leak o r  f i r e  dur ing tha t  day 

But i f  you are looking a t  these f i v e  max Q days and you 

see one o f  them not iceably higher than the other four,  what as 

the engineer f o r  the PSC would you do w i th  t h i s  k ind o f  data? 

A Well, i f  I thought the maximum day was not 

appropriate, I would throw it out and use the average o f  the 

f i v e .  

Q How would you make tha t  determination i f  you saw t h i s  

one s t i ck ing  out from the other four? How would you decide, 

w e l l ,  I am going t o  go ahead and use it, o r  I'm not going t o ,  I 

am going t o  go w i th  the f i v e  average, average o f  the f i v e  

highest? 

A Well, you would want t o  look a t  the reports sent t o  

the Department o f  Environmental Protect ion t o  see i f  there was 

any leaks, o r  l i n e  breaks, o r  f i r e s  dur ing tha t  day. 

as long as the day seemed t o  be without any anomaly, you would 

use it. 

I guess 

FLORIDA PUBLIC SERVICE COMMISSION 
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Q So i f  there wasn't a d e f i n i t e  documented reason f o r  

t ha t  anomaly, f o r  t h a t  unusual s ing le  day, you would recommend 

using t h a t  s ing le day as opposed t o  the f i v e  average days - -  

average o f  the highest f i v e  days?. 

A Well, yes, probably. You know, unless t h a t  maximum 

day was s i g n i f i c a n t l y  higher than the other four,  I guess. 

Q I n  l i g h t  o f  t h a t  current explanation, should your 

used and useful formulas and assumptions on RPR-2 s ta te  unless 

anomaly i s  shown t o  have occurred? Because your word i s  may i n  

t h i s  assumption and formula, and now your testimony i s  unless 

there i s  documentation o f  an anomaly I ' m  going t o  use the top 

peak day? 

A Well, i f  you bel ieve t h a t  there i s  something wrong 

w i th  t h a t  day, use the average o f  the f i v e .  

Q But you w i l l  not have any reason t o  bel ieve there i s  

any anomaly unless i t  can be shown t o  you t h a t  i t  has been 

documented, i s  t h a t  t r u e  o r  not? 

A No, not necessari ly. I f  the maximum day i s  - -  l e t ' s  

say you have a maximum day o f  500,000 gal lons per day, and the 

other four maximum days are around 100,000 gallons per day, 

then obviously something happened t h a t  day. But you j u s t  need 

t o  review, you know, the MFRs t o  determine, you know, i f  there 

was a problem or i f you bel ieve there i s  a problem. 

Q On Item Number 5 you s ta te  f i r e - f l o w  i s  based on 

local  requirements. Help explain what t h a t  assumption i s  o r  

FLORIDA PUBLIC SERVICE COMMISSION 
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t ha t  - -  yes, what tha t  assumption i s ?  

A Well, the counties usual ly  post i n  a ru ra l  ordinance 

what the loca l  f i r e - f l o w  requirements are. 

Q I f  there i s  a loca l  requirement, but the u t i l i t y  does 

not provide f i r e - f l o w ,  do you bel ieve f i r e - f l o w  should be 

i ncl uded or a1 1 owed? 

A No, i f  the u t i l i t y  doesn't have any f i r e  hydrants and 

there i s  a f i r e - f l o w ,  the f i r e - f l o w  requirement shouldn't  be 

a1 1 owed 

Q 
no f i r e - f  

A 

Q 
treatment 

So, i n  your opinion, i f  there are no f i r e  hydrants, 

ow should be allowed? 

Yes. 

Now, i f  there i s  one f i r e  hydrant next t o  the 

p lant ,  and there i s  a requirement f o r  f i r e - f l o w ,  

would your recommendation be t o  give the u t i l i t y  f i r e - f l o w  

a1 1 owance? 

A Yes. 

Q 
A 

And your reason f o r  tha t?  

I f  a f i r e  occurs, the f i r e  department w i l l  go there 

and use the  f i r e  hydrant t o  put out  the f i r e .  

Q I t ' s  your understanding t h a t  a s ingle f i r e - f l o w  i n  an 

e n t i r e  subdivision would be s u f f i c i e n t  t o  you t o  give the 

u t i l i t y  a f i r e - f l o w  allowance? 

A Yes. The u t i l i t y  i s  required t o  provide f i r e - f l o w  a t  

t he i  r f i r e  hydrants. 

FLORIDA PUBLIC SERVICE COMMISSION 
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Q Do you th ink  tha t  such a s ing le  f i r e  hydrant provides 

the means, the prac t ica l  means o f  t h a t  water system t o  provide 

f i  r e -  f 1  ow protection? 

A I f  there i s  a f i r e  hydrant there, they need t o  

provide f i r e - f l o w .  And the f i r e  department w i l l  go t o  the f i r e  

hydrant and draw from t h a t  f i r e  hydrant for water. So, yes. 

Q Your judgment i s  a s ing le hydrant - - what i f  the 

house t h a t  i s  burning down i s  a mi le  away, and you have a 

system t h a t  provides one f i r e  hydrant, t h a t  i s  your testimony 

t h a t  t h a t  const i tutes f i r e  protect ion? 

A 

Q Excuse me? The f i r e  protect ion is not provided by 

F i r e  protect ion i s  provided by the f i r e  hydrant. 

the f i r e  hydrant? 

A Well, the f i r e  protect ion would be provided by the 

f i r e  hydrant. 

MR. REILLY: No fu r ther  questions. 

COMMISSIONER DEASON: M r .  Wharton. 

MR. WHARTON : Thank you, Commi s s i  oner . 
CROSS EXAMINATION 

BY MR. WHARTON : 

Q Mr. Redemann, Mr. R e i l l y  asked you several questions 

about t h i s  page from the Southern States case. The paragraph 

t h a t  he asked you about begins "Thus, i n  summary," do you see 

t h a t  paragraph? 

A Yes. 
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Q This order also indicates t h a t  the Commission 

reserves the r i g h t  i f  it, i n  fac t ,  changes a p r i o r  

determination o f  used and useful t ha t  causes a newer 

determination tha t  s i g n i f i c a n t l y  . d i f f e r s  from the p r i o r  case, 

t h a t  equi table considerations might mean t h a t  change would not 

be appl ied,  doesn't it? 

A I bel ieve so, yes. 

Q Mr. Redemann, d i d  you i n  t h i s  case make your used and 

useful determinations - - we1 1, s t r i k e  tha t .  

Did you make your determinations i n  t h i s  case tha t  

cer ta in  systems were b u i l t  out i n  a way t h a t  was consistent 

w i th  how you have done i t  i n  other cases? 

A Yes. 

Q And d id  some o f  those cases include cases i n  which 

you t e s t i f i e d ?  

A 

Q 

today? 

I have only t e s t i f i e d  i n  one other case. 

And do you stand by your testimony i n  t h a t  regard 

A Yes. 

Q Le t ' s  t a l k  a l i t t l e  b i t  about the concept o f  

instantaneous demand. And I understand t h a t  M r .  R e i l l y  i s  

t r y i n g  t o  push you one way on tha t  and we have t e s t i f i e d  i n  the 

other d i rec t ion .  You do agree t h a t  a u t i l i t y  must meet a l l  the 

demands, not j u s t  d a i l y  or hourly, but  the minute they occur, 

r i g h t ,  i n  the case o f  a water u t i l i t y ?  
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A Yes, they have t o  meet the demands. Usually the 
minute demands a r e  provided by the hydro-pneumatic t ank .  

Q Now, w i t h  regard t o  a water  system t h a t  has l i t t l e  o r  

negligible s t o r a g e ,  t h a t  demand has t o  be met by the well 

pumps, or a s  you i n d i c a t e d ,  they could be met by the 
short pe r iod ,  r igh t?  hydro-pneumatic s t o r a g e  tank  f o r  a 

A Yes. 

Q B u t  t h a t  pe r iod ,  you wou 
less than  an hour? 

A Yes. 

d a g r e e ,  would be something 

Q Now, do you d i sag ree  w i t h  M r .  Seidman's use o f  

ins tan taneous  demand on p r i n c i p l e ,  or because i t  i s  a design 

s tandard  and not  r e l a t e d  t o  ac tua l  system flows? 

A Well, the design s tandard  d i d n ' t  appear t o  agree  w i t h  

the flows i n  the system. 

Q 

A Yes. 

Q 

o f  a per iod? 

And t h a t  i s  the b a s i s  o f  your concern about i t ?  

Do you b e l i e v e  t h a t  i n s t an taneous  demand is  t o o  s h o r t  

A Yes. And, you know, i t  i s  u s u a l l y  provided by the 
hydro-pneumatic tank ins tan taneous  f low. Typical design books 

i n d i c a t e  the maximum day and peak hour f lows should be used i n  

design. 

Q Would you be open t o ,  s a y ,  a s h o r t e r  per iod  such as a 
four -minute  demand, o r  a 15-minute demand, o r  a 30-minute 
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demand? 

A I t h i n k  a one-hour demand i s  reasonable ra ther  than a 

shorter period o f  time. 

MR. WHARTON: Commissioner Deason, I'm passing out 

here a document t h a t  we j u s t  want t o  use f o r  the 

cross-examination o f  M r .  Redemann. 

BY MR. WHARTON : 

Q M r .  Redemann, I have had handed t o  you a memorandum 
from Ted Davis, an engineer w i th  the Commission, dated August 

1, 1994. Is M r .  Davis s t i l l  an engineer here? 

A Yes. 

Q 

A No. 

Q 

A 

Are you f a m i l i a r  w i th  t h i s  document? 

Have you ever read it? 

I have seen the l a s t  piece o f  information w i th  tha t  

spec i f i c  a r t i c l e ,  because I went t o  t a l k  t o  M r .  Davis about, 

you know, the  instantaneous and peak hour demands. 

Q Okay. Well, l e t ' s  t a l k  about t h a t  f o r  a second. 

Take a look a t  the  second f u l l  paragraph o f  the f i r s t  page and 

s ix  l i n e s  up from the bottom. Mr. Davis begins, "As an 

engineer i n  the  S t a f f  Assistance Bureau, " do you see tha t?  

A No. The second paragraph? 

Q Yes. S ix  l i n e s  from the bottom o f  the second 

paragraph 

A Yes. 
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Q Okay. Just read those two sentences, i f  you w i l l  

M r .  Redemann, t o  yoursel f . 
Is i t  f a i r  t o  say t h a t  i t  appears tha t  M r .  Davis 

wrote t h i s  memorandum because he .was concerned t h a t  the 

Commission should not have a po l i cy  t h a t  would deprive the 

engineers o f  the l a t i t u d e  o f  considering the dynamics o f  

instantaneous demand w i t h  regard t o  ce r ta in  u t i l i t i e s ?  

A Yes. 

Q Okay. Now, l e t ' s  go ahead and t a l k  about the a r t i c l e  

tha t  you sa id you are somewhat f a m i l i a r  wi th.  

A Let me po in t  out on the second paragraph, the 1.1 

gallons per minute, he i s  saying t h a t  i s  a minimum allowance. 

That i s  the peak hour, according t o  my calculat ions.  

Q Right, I understand tha t .  You said t h a t  you were 

f a m i l i a r  w i t h  the attachment t o  the memoranda, and f i r s t  I 

guess I would d i r e c t  your a t ten t ion  t o  tha t  f i r s t  page where a 

cer ta in  amount o f  t h i s  i s  under1 ined. And I bel ieve t h i s  

under l in ing comes from the way tha t  we copied the memorandum 

out o f  the  PSC's f i l e s ,  which says, "What i s  a t  times 

f r u s t r a t i n g  i s  t ha t  many people i n  the industry s t i l l  attempt 

t o  transpose such d a i l y  quant i ty  information i n t o  instantaneous 

demand information by averaging the f low ra te  over a whole 

day's use." 

Is t ha t  what M r .  Biddy has done i n  t h i s  case? 

A Please repeat the question. 
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Q Well, I'm asking you t h a t  what t h i s  ind iv idua l  i s  

expressing f rus t ra t i on  about, t h a t  i s  the way Mr. Biddy looked 

a t  these pa r t i cu la r  ca lcu lat ions,  d i d n ' t  he? 

A Right.  He looked a t  the  maximum day and d 

consider the  peaks t h a t  occur i n  the system. 

Q Right. Then the  only  other th ing  I would 

d n ' t  

i k e  you t o  

d i r e c t  your a t ten t i on  t o ,  M r .  Redemann, i s  on the next t o  l a s t  

page o f  the  attachment under a heading, "Some meaningful 

conclusions f o r  the two studies." There are some areas there 

tha t  are blocked o f f  and have one, two, and three w r i t t e n  by 

them, do you see tha t?  

A Yes. 

Q Do you agree t h a t  look ing a t  the f i r s t  blocked o f f  

area t h a t  i t  says f o r  a four-minute t ime base the  average 

i nstantaneous f l  ow was 5 - 1/4 gal 1 ons per m i  nute? 

A 

Q And then look ing a t  the  second b locked-of f  area, f o r  

That i s  what i t  says, yes. 

a 15-minute time base the  average f low ra te  changes t o  

2-7/10ths gal 1 ons per minute? 

A Where i s  t ha t?  

Q A t  the second b locked-o f f  ra te .  And you have t o  

ac tua l l y  go up, M r .  Redemann, t o  the top  o f  the next column. 

A TO 2-7/10ths? 

Q Right.  

A Yes, tha t  i s  what i t  says. 
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Q Okay. And, f ina l ly ,  looking a t  the t h i r d  highl ighted 

area, do you agree t h a t  i t  says there t h a t  using a 60-minute 

time base, the average f low ra te  changes t o  1-4/ lOths gallons 

per minute? 

A Yes. 

Q Now, are the decreases i n  average f low rates as the 

time per iod increases what you would expect t o  see? 

A I haven't r e a l l y  thought about it, but i t  i s  

possi b l  e. 

Q Subject t o  check, would you agree t h a t  i f  you 

compared the four-minute flow ra te  t o  the  60-minute flow rate,  

o r  hourly flow, the r a t i o  would be 3.75 t o  l? 

A Where is that? 

Q Well, I have r e a l l y  made a ca lcu la t ion  here f o r  you. 

Subject t o  check, would you agree t h a t  i f  you compared the 

four-minute flow ra te  t o  the 60-minute, the hourly f low rate,  

the r a t i o  would be 3.75 t o  l? 

A It could be, yes, subject t o  

Q And again, subject t o  check, 

15-minute f low ra te  t o  the 60-minute f 

be 1.93 t o  l? 

A Subject t o  check. 

check. 

i f  you compared the 

ow ra te ,  the r a t i o  would 

Q Do you feel t h a t  these p a r t i c u l a r  studies contain 

empirical evidence o f  the re la t ionsh ip  between hourly flows and 

flows over a shorter period? 
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A Well, i f  you look a t  the data, i t  was w r i t t e n  i n  

1960, some o f  it, and we have lower f low devices now, t o i l e t s  

and showers and s t u f f ,  so I t h ink  the maximums are less than 

what - - i f  you compared the same .data today. 

Q Even given tha t  testimony, M r .  Redemann, which I 

t h i n k  therefore would ind icate your b e l i e f  t h a t  the 

re la t ionsh ip  might not have - -  demonstrate the  same 

mathematically now as i t  d i d  then, do you agree t h a t  you would 

expect the re la t ionship t o  be roughly the  same? That i s ,  the 

hourly flows and the f lows over a shorter per iod are going t o  

have the same re la t ionship.  The shorter the  period tha t  the 

flows are measured in,  the higher the flows are l i k e l y  t o  be? 

A It could very well  be, yes. 

Q One th ing  I noticed i n  the  order t h a t  M r .  R e i l l y  had 

you read from was t h a t  we do - - i f  we f i n d  i t  appropriate t o  

authorize a new methodology tha t  we t h i n k  s superior t o  

methodologies we have used i n  the past, we w i l l  u t i l i z e  them. 

Is t h a t  what you understand the Commission's po l i cy  t o  be? 

A Yes. 

Q Given t h i s  type o f  information, would you be w i l l i n g  

on a going-forward basis, o r  even w i t h i n  the  consideration o f  

t h i s  case, t o  consider t h a t  a shorter per iod than max hour 

might be appropriate f o r  these types o f  systems? 

A I r e a l l y  would l i k e  t o  see some l i t e r a t u r e  from the 

American Waterworks Association or other recognized industry 
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leaders on tha t .  

should be used a t  t h i s  t i m e .  

I t h ink  the maximum day and the peak hour 

Q But w i th  more information you would be w i l l i n g  t o  

r e v i s i t  t h a t  conclusion? ..  

A Sure. 

Q With regard t o  Mr. Biddy's use o f  average annual days 

t o  determine demand i n  the used and useful formula, do you 

agree t h a t  t h a t  f a i l s  t o  recognize the r e a l i t i e s  o f  these 

p a r t i c u l  a r  small systems? 

A 

f i v e  days? 

The average annual days? You mean the average o f  the 

Q Yes. 

A 

Q 
I t  would be be t te r  t o  use the maximum day. 

Did you hear the u t i l i t y ' s  testimony e a r l i e r  about 

what they are doing t o  address losses o f  water, unaccounted f o r  

water? 

A Yes. 

Q And does t h a t  s a t i s f y  you w i t h  regard t o  your 

testimony t h a t  you feel  tha t  i t  i s  important t o  know tha t  the 

u t i l i t y  i s  making some e f f o r t s  t o  address the problem because 

water i s  a precious resource? 

A Yes. 

Q M r .  Redemann, i s  i t  reasonable t o  assume t h a t  even a 

well  -maintained co l l ec t i on  system which i s  decades o l d  w i l l  not 

be able t o  meet the design standard which DEP cur ren t ly  
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recommends f o r  new construction w i th  new material s? 

A Yes, the o lder  c lay pipes t h a t  the u t i l i t y  has, I 

don ' t  know how you would maintain them. You can ' t  pa in t  them 

l i k e  the outside o f  a bu i ld ing.  .The only  way t o  maintain them 

i s  d i g  w i t h  a backhoe o r  use a construction company t h a t  

special izes i n  the r e h a b i l i t a t i o n  o f  manholes and co l l ec t i on  

systems . 
Q So you would agree tha t  even well-maintained systems 

w i l l  vary i n  the amount o f  111 based on things l i k e  t h e i r  age, 

and the s o i l s ,  and the materials used, and the construction 

methods t h a t  were employed t o  put them in? 

A Yes. 

Q M r .  Redemann, hypothet ical ly,  even i f  the Ten-State 

Standards are applied uniformly by DEP t o  the design o f  brand 

new systems, i n  your opinion should the Ten-State Standards be 

the sole source t h a t  t h i s  Commission uses i n  making used and 

useful determinations f o r  systems which may be 20, 30, o r  even 

40 years o ld? 

A No. 

MR. WHARTON: That 's a l l  we have. 

COMMISSIONER DEASON : Redi r e c t  . 
MS. GERVASI: I have one question and t h a t  i s  w i th  

respect t o  anomal i es i n  flow data. 

RED I RECT EXAM I NATION 

BY MS. GERVASI: 
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Q I f  there are anomalies i n  the f low data, and i f  no 

ind ica t ion  was noted on the monthly operating reports submitted 

t o  the DEP, would you make an inqu i r y  t o  the u t i l i t y ?  

A 

range, I would ask the u t i l i t y  t o  invest igate t o  see i f  there 

was an anomaly on t h a t  date. 

Yes. I f  I thought the . f l ow  was out o f  the normal 

MS. GERVASI: Thank you. That 's  a l l  we have. 

COMMISSIONER DEASON: Exhibi ts.  

MR. REILLY: Commissioner, can I ask one question on 

t h i s  e x h i b i t  t h a t  was j u s t  handed out by the u t i l i t y ?  

MR. WHARTON: Well, i t ' s  not an exh ib i t .  

MR. REILLY: Did you i d e n t i f y  it? 

COMMISSIONER DEASON: I t  has not even been 

i dent i f i ed . 
Exhibi ts? 

MS. GERVASI: S t a f f  would move Exhib i ts  R P R - 1  through 

10, Composite 21. 

COMMISSIONER DEASON: That i s  Exh ib i t  21. Show tha t  

admitted without objection. We had another e x h i b i t  i d e n t i f i e d  

which was an excerpt from an order, I don ' t  know t h a t  i t  r e a l l y  

needs t o  be admitted. 

MR. REILLY: Move tha t  i n t o  the record. 

COMMISSIONER DEASON: Any objection? Hearing no 

objection, show Exh ib i t  22 i s  admitted. 

(Exhib i ts  21 and 22 admitted i n t o  the record.) 
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COMMISSIONER DEASON: We are going t o  take a recess 

and come back a t  ten minutes a f t e r  3:OO. 

(Recess. ) 

COMMISSIONER DEASON: C a l l  the hearing back t o  order. 

I bel ieve we have a couple o f  witnesses t o  which there have 

been s t ipu la t ions  concerning testimony? 

MS. HOLLEY: That i s  correct ,  Commissioner. A t  t h i s  

time S t a f f  would ask t h a t  the testimony o f  Jay W .  Yingl ing, 

consist ing o f  16 pages, be entered i n t o  the record as i f  read. 

COMMISSIONER DEASON: Show t h a t  testimony inserted 

i n t o  the record. Are there any exh ib i ts?  

MS. HOLLEY: Yes, there are three exhib i ts ;  JWY-1 
through JWY-3. 

COMMISSIONER DEASON: Those w i l l  be i d e n t i f i e d  as 

Composite Exhibit  23. 

MS. HOLLEY: And we would ask t h a t  t ha t  be moved i n t o  

the record, as we1 1. 

COMMISSIONER DEASON: And Exh ib i t  23 shal l  be 

admitted i n t o  the record. 

MS. HOLLEY: And next S t a f f  would ask t h a t  the 

testimony o f  Dwight T. Jenkins be inserted i n t o  the record as 

i f  read, consist ing o f  four pages. 

COMMISSIONER DEASON: Show t h a t  testimony inserted 

i n t o  the record. 

MS. HOLLEY: And M r .  Jenkins had p r e f i l e d  three 
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exh ib i ts ,  as well, DTJ-1 through DTJ-3. 
COMMISSIONER DEASON: Those exh ib i t s  w i  11 be 

i d e n t i f i e d  as Composite Exh ib i t  24 and shal l  be admitted i n t o  

the record. 

MS. HOLLEY: Thank you. 

(Exhibi ts 23 and 24 marked f o r  i d e n t i f i c a t i o n  and 

admitted i n t o  the  record.) 
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Q .  

A .  

Q. 
A.  

Q. 
A .  

DIRECT TESTIMONY OF JAY W .  YINGLING 

Please s t a t e  your name and professional  address. 

Jay W .  Y i  ngl i ng , 2379 Broad S t .  , Brooksvi 11 e ,  F1 o r i  da 34604-6899. 

Where are you employed? 

The Southwest F l o r i d a  Water Management D i s t r i c t  ( D i s t r i c t ) ,  

What i s  your p o s i t i o n  w i t h  the  D i s t r i c t ?  

Senior Economi s t .  

Please describe your du t ies  i n  t h i s  p o s i t i o n .  

My du t ies  inc lude economic a n a l y t i c  work i n  support o f  key D i s t r i c t  

research, p l  anni ng , programmatic and regul a to ry  f u n c t i  ons - More speci f i  ca l  l y  , 

I p a r t i  c i  pa te  i n  r u l  emaki ng a c t i  v i  t i e s  , eval uate proposed r u l e s ,  prepare o r  

supervise the  preparat ion o f  Statements o f  Estimated Regulatory Costs (SERCs) , 

prepare or supervise t h e  prepara t ion  economic analyses o f  water and land 

i ssues concerni ng the  D i s t r i c t  and ex i  s t i  ng, proposed, and po ten t i  a1 D i  s t r i  c t  

programs. S i  nce the development o f  the  Memorandum o f  Understanding (MOW 
between the  FPSC and the  f i v e  water management d i s t r i c t s  (1991), I have acted 

as a l i a i s o n  t o  Commission s t a f f  on issues o f  mutual i n t e r e s t  addressed i n  the  

MOU. This duty has inc luded working w i t h  Commission and u t i l i t y  s t a f f  on 

water use permit tee ri 

and present ing a t  u t i  

hearings . 

Q. Please describe 

1 ated r a t e  s t r u c t u r e  and conservat ion i ssues. at tending 

i t y  customer meetings, and p rov id ing  testimony i n  r a t e  

your trai n i  ng and experience. 

A .  I received both B.S. (1982) and M.S .  (1984) degrees i n  Food and Resource 

Economi cs from the U n i v e r s i t y  o f  F1 o r i  da. My academi c trai n i  ng i nc l  uded 

courses on both  economic theory  (supply and demand) and appl i ed quan t i t a t i ve  
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analysis (econometrics and s t a t i s t i c s ) .  Since March o f  1987, I have been 

employed by the  SWFWMD, f i r s t  as an economist and then as Sr. Economist s ince  

June 1991. P r i o r  t o  working f o r  the SWFWMD, I worked as a S t a f f  Rules Analyst 

f o r  the  S t .  Johns River Water Management D i s t r i c t .  I have prepared or 

supervi sed the  prepara t ion  o f  dozens o f  SERCs , numerous a r t 1  c l  es , 

presentat ions and repo r t s  on water resource economic issues. Perhaps most 

re levan t ,  I was the  D i s t r i c t ’ s  p r o j e c t  manager f o r  t he  development o f  t h e  

Water P r i ce  E l a s t i c i t y  Study completed i n  1993 and f o r  t he  development o f  t he  

Waterate Model . As s ta ted  before,  I have a lso  coordinated w i t h  Commission 

s t a f f  on r a t e  s t r u c t u r e  and conservation issues s ince  before 1991. I have 

t e s t i f i e d  both on t he  beha l f  o f  the Commiss’ion and u t i l i t i e s  i n  r a t e  hearings. 

Q .  Why does the  D i s t r i c t  promote the use o f  water conservat ion-or iented 

r a t e  s t ruc tu res? 

A .  For the  b e n e f i t  o f  a l l  water customers w i t h i n  i t s  j u r i s d i c t i o n ,  t he  

D i s t r i c t  promotes the  e f f i c i e n t  use o f  water. The longer t h a t  we can maintain 

demand w i  t h i  n the 1 i m i  t s  o f  avai f ab le  h igh  qual  i ty  water sources, the longer 

we can avoid the  h igher  costs o f  having t o  develop lower q u a l i t y  sources. For 

water t o  be used e f f i c i e n t l y ,  i t  must be p r i c e d  i n  a manner t h a t  provides 

i ncent i  ves f o r  e f f i  c i  ent use. 

Over t h e  years, water p r i c e  e l a s t i c i t y  s tud ies  have shown t h a t  water 

u t i  1 i t y  customers are responsi ve t o  changes i n  water p r i c e .  Extensi ve 

s t a t i s t i c a l  s tud ies  o f  u t i l i t y  water demand show t h a t  when the  p r i c e  o f  water 

increases, demand f o r  water decreases, a l l  o ther  fac to rs  equal (such as 

weather). Economic theory i nd i ca tes  t h a t  persons respond t o  marginal p r i c e ,  

t he  p r i c e  o f  t he  nex t  u n i t  o f  a good purchased. The marginal p r i c e  i s ,  
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there fore ,  t he  appropriate i ncen t i ve  f o r  e f f i c i e n t  use. 

I n  much o f  the  SWFWMD, potable q u a l i t y  water i s  a t  l e a s t  a seasonally 

scarce resource. Water conservati  on -o r i  ented r a t e  s t ruc tu res  r e i  n fo rce  t h e  

concept o f  s c a r c i t y  and the  need t o  conserve through the  marginal p r i c e  o f  

water. If  there  i s  no marginal cost  f o r  add i t i ona l  water use o r  t he  marginal 

cos t  o f  water decl ines as more water i s  used, t he  s c a r c i t y  o f  high q u a l i t y  

potable water sources i s  n o t  adequately r e f 1  ected and behavioral changes and 

the  adoption o f  water conserving technologies w i l l  be less  l i k e l y  t o  occur.  

A f l a t  charge r a t e  s t r u c t u r e  i n  which the re  i s  no volume charge o r  marginal 

cos t ,  o r  a r a t e  s t r u c t u r e  t h a t  approaches being a f l a t  charge because a l a r g e  

p o r t i o n  o f  t he  customer c l a s s ’ s  use is  covered i n  a minimum use charge, does 

no t  send an adequate conservation i ncen t i ve  t o  customers and does no t  reward 

small households t h a t  conserve. 

Q .  What i s  t he  purpose o f  a water conservat ion-or iented r a t e  s t ruc tu re?  

A .  From the  D i s t r i c t ’ s  perspect ive,  t he  purpose o f  a water conservation- 

o r ien ted  r a t e  s t r u c t u r e  i s  t o  provide economic incent ives  t o  reduce per c a p i t a  

water use, or maintain i t  a t  a given l e v e l .  The primary goal i s  no t  t o  change 

o r  generate add i t i ona l  revenues f o r  a u t i l i t y .  The i n t e n t  i s  t o  provide 

incent ives  f o r  conservation w i t h i n  the  r a t e  s t r u c t u r e  i t s e l f  through 

manipulat ion o f  f i x e d  and va r iab le  charges and t h e  l e v e l  and/or l o c a t i o n  o f  

marginal p r i c e  changes. I t  i s  one o f  a number o f  t o o l s  t h a t  can be used t o  

reduce or main ta in  per cap i ta  use, b u t  one t h a t  i s  requ i red  i n  Water Use 

Caution Areas. 

Q .  

A .  

How i s a water conservat i  on-or iented r a t e  s t r u c t u r e  determined? 

From a p e r m i t t i n g  perspect ive,  t h e  D i s t r i c t  has used t h e  same gu ide l ines  
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on water conservati on-ori ented rate structure since 1993. These guide1 i nes 

are called “Interim Minimum Requirements for Water Conserving Rate 

Structures. ” In  essence the Interim Minimum Requi rements p r o h i b i t  the use o f  

two rate structure forms based on thelnarginal price signal: f l a t  rates and 

any other rate structure t h a t  includes a large gallonage allotment i n  the base 

faci 1 i t y  charge. 

F l a t  ra tes ,  i n  which there i s  a single fixed charge for water use and 

no gallonage charge, has a marginal price o f  zero. There i s  no add i t iona l  

charge f o r  a d d i t i o n a l  gallons used. This structure does not reflect scarcity 

and provides no disincentive t o  profligate use. Uniform rate structures, or 

any other rate structures t h a t  are essentially f l a t  rates because a 

significant portion o f  the customer class’s use fa l l s  w i t h i n  the minimum use 

charge a1 1 otment , are not  acceptable. The Interim Minimum Requi rements 

i ndi cate : 

“Any rate structure i n  which a significant percentage o f  a customer 

class’s water  use i s  p a i d  for under a minimum charge would not  be considered 

a water conservi ng rate structure. ” (p .  2) 

The American Water Works Association (AWWA) M1 rate manual (1991) 

suggests t h a t  only 5% t o  15% o f  residential water bi l ls  be rendered under the 

minimum charge and t h a t  “The percentage should not  be so h i g h ,  and the water 

allowance so great, t h a t  i t  effectively approaches a f l a t  rate f o r  a large 

number of customers. This would encourage waste o f  water by those customers 

who normally would use a smaller q u a n t i t y  of water t h a n  t h a t  included i n  the 

minimum charge.” ( p .  34) The Interim Minimum Requirements indicate t h a t  the 

permittee may be required t o  demonstrate the revenue need t o  exceed the 15% 
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suggested by the AWWA. 

Dec l in ing  block r a t e  s t ruc tu res  are also n o t  acceptable because the  

marginal p r i c e  decl ines as more water i s  used. Such a s t r u c t u r e  does n o t  

r e f l e c t  t h e  scarce nature o f  t he  resource because the marginal cos t  o f  water 

t o  the  consumer decl ines as more water i s  used. 

I n  the  l i t e r a t u r e ,  many types o f  r a t e  s t ruc tu res  are considered water 

conservi ng . The most common among these are i nc l  i n i  ng block,  seasonal , uni form 

w i t h  a seasonal surcharge, ra t che t ,  and excess use charge. A l l  i nvo l ve  some 

form o f  higher marginal p r i c e  f o r  water use based on usage o r  season. Uniform 

ra tes ,  w i t h  a constant marginal p r i c e ,  are sometimes also considered a water- 

conserving r a t e  s t ruc tu re .  To minimi ze costs  t o  regul ated u t i  1 i ti es, t h e  

D i s t r i c t  w i l l  accept a un i fo rm r a t e  s t r u c t u r e  when the  u t i l i t y  i s  i n  

compliance w i t h  per cap i ta  requirements. If  i t  i s  n o t  i n  compliance, then a 

more aggressive r a t e  s t r u c t u r e ,  such as those mentioned where the  marginal 

p r ices  increases based on usage o r  season, must be implemented. 

Q .  

r a t e  s t r u c t u r e  requi rement? 

A .  Pub l i c  water supply u t i l i t i e s  w i t h  permi t ted  

gal lons o r  more t h a t  a r e  loca ted  i n  t h e  Southern and 1 

What permittees are requ i red  by r u l e  t o  comply w t h  the  water conserving 

quanti  t i e s  o f  100,000 

i r t h e r n  Tampa Bay Water 

Use Caution Areas (WUCAs) . The Buena V i s t a ,  Orangewood, Summertree/Paradise, 

and Lake Tarpon systems are loca ted  w i t h i n  the  Northern Tampa Bay WUCA (see 

attached map). The r a t e  s t r u c t u r e  requirements f o r  u t i  1 i t i e s  i n  t he  Northern 

Tampa Bay WUCA i s  found i n  Sect ion 7 .3 .1 .2  o f  t h e  Basis o f  Review f o r  Water 

Use Perm i t t i ng .  The a u t h o r i t y  t o  r e q u i r e  t h e  use water conserving r a t e  

s t ruc tu res  and the  D i s t r i c t ’ s  f l e x i b l e  approach t o  the  implementation o f  the 
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requirement as o u t l i n e d  i n  the  “ In te r im  Minimum Guidel ines f o r  Water 

Conservi ng Rate Structures” were establ  i shed i n the D i  v i  s i  on o f  Admi n i  s t r a t i  ve 

Hearings Case No. 94-5742RP commonly r e f e r r e d  t o  as t h e  “SWUCA r u l e  

chal lenge. ” The heari ng o f f i c e r  recognized t h a t  “ the general concepts as t o  

what cons t i t u tes  a water conserving r a t e  s t r u c t u r e  are we l l  recognized i n  the  

i ndus t r y  ( F i  nal Order, p.  799) .  ” The D i  s t r i  c t  ’s Gui del i nes are cons is ten t  

w i t h  those general concepts. 

I n  a d d i t i o n  t o  t h e  cond i t ions  contained i n  the  I n t e r i m  Minimum 

Requi rements, there  may be o ther  occasions when the  D i s t r i c t  may encourage o r  

requ i re  the  implementation o f  a water conserving r a t e  s t r u c t u r e  or t he  

implementation o f  a more aggressive water conserving r a t e  s t r u c t u r e .  One o f  

these occasions would be when the  u t i l i t y  i s  v i o l a t i n g  t h e  water quan t i t y  

1 i m i  t s  o f  i t s  permit  and may cause o r  con t r i bu te  t o  harm t o  water resources. 

Water conserving r a t e  s t ruc tu res  are recognized as one o f  a number o f  

reasonable t o o l s  t h a t  may be necessary t o  b r i n g  a permi t tee  i n t o  compliance 

when water resources are being harmed, 

Q .  

s t ruc tu res?  

A .  There are other fea tures  o f  a water-conserving r a t e  s t r u c t u r e  f o r  which 

t h e  D i s t r i c t  does not have s p e c i f i c  gu ide l ines .  However, t he  D i s t r i c t  has 

made avai 1 ab1 e addi ti onal recommendati ons t o  permittees and the  Commi ss i  on 

(Whitcomb, 1999) and t h e  l i t e r a t u r e  i s  r i c h  w i t h  recommendations f o r  

devel opi ng water conservi ng r a t e  s t ruc tu res  (American Water Works Associ a t i  on, 

1992: Ca7 i f o r n i  a Department o f  Water Resources, 1988; C a l  i f o r n i  a Urban Water 

Counci 7 , 1997). 

What other guidance i s  the re  on the development o f  water conserving r a t e  
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For example, the f i x e d  charge p o r t i o n  o f  t he  b i l l  should be kept t o  the  

minimum commensurate w i t h  the  need f o r  revenue s t a b i  1 i t y  . However revenue 

s tab i  1 i ty  can be enhanced w i  t h  the establ  i shment o f  a revenue s tab i  1 i z a t i  on 

fund w h i l e  keeping the  f i x e d  charges reasonably low. A low f i x e d  charge 

i ncreases t h e  revenue requi red  from gal 1 onage charges and the re fo re  higher 

gallonage charges. This provides more o f  a d i s i n c e n t i v e  t o  wasteful use and 

more o f  a reward t o  the  customer f o r  reducing use. Anecdotal in fo rmat ion  from 

r a t e  p r a c t i t i o n e r s  i ndi cate t h a t  a water conservi ng r a t e  s t r u c t u r e  should 

genera l l y  n o t  generate more than 30% t o  40% o f  i t s  revenues from f i x e d  

charges. 

A u t i l i t y  t h a t  purchases a l l  o f  i t s  water does no t  need t o  be as 

concerned about revenue s t a b i l i t y  as does a u t i l i t y  w i t h  i t s  own withdrawals 

f inanced by revenue bonds which must be p a i d  regardless o f  t he  demand f o r  

water. 

The marginal p r i c e  change(s) f o r  an i n c l i n i n g  block r a t e  s t r u c t u r e  

should be l a r g e  enough t o  g i v e  the  customer an i n c e n t i v e  t o  reduce usage t o  

the  previous b lock .  The higher o r  l a s t  b lock (s )  th resho lds(s )  should be low 

enough t o  cover a s i g n i f i c a n t  p o r t i o n  of t h e  customer base o r  the s t r u c t u r e  

w i l l  on l y  have a s i g n i f i c a n t  impact on a small  p o r t i o n  o f  t he  customer base 

and n o t  have t h e  water conserving e f f e c t  des i red .  S i m i l a r  types o f  

considerat ions should a lso  be made i n  the  development o f  o ther  types o f  water 

conservi ng r a t e  s t ruc tu res .  Economists would general l y  agree t h a t  the  p r i c e  

o f  the  h ighes t  b lock be a t  l e a s t  t h e  marginal cos t  o f  the  next source o f  water 

f o r  t he  u t i  1 i t y .  

Q .  How e f f e c t i v e  are water conserving r a t e  s t ruc tu res?  
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A .  This i s  a d i f f i c u l t  question t o  answer - b u t  d i f f i c u l t  t o  answer for a 

number o f  good reasons. However, t heo re t i  ca7 consi d e r a t i  ons , t h e i  r re1 a t i  ve l y  

common use, and common sense would i n d i c a t e  t h a t  we l l  designed water 

conserving r a t e  s t ruc tu res  are e f f e c t i v e .  The authors o f  the  Guidebook on 

Conservation-Oriented Water Rates ( C a l  i f o r n i  a Department o f  Water Resources, 

19881, described the dilemma q u i t e  we1 1 .  

“ F i r s t ,  DWR knows o f  no c i t y  t h a t  has adopted conservation- 

o r i en ted  water r a t e s  w i thout  a t  t he  same t ime enact ing a general 

water r a t e  increase. Therefore, i t  i s  n o t  poss ib le  t o  t e l l  how 

much o f  t he  subsequent drop i n  per c a p i t a  water consumption was 

due t o  a rev ised r a t e  s t ruc tu re  and how much was due t o  higher 

water cos ts .  

However, t he  experiences o f  Washington, D - C .  , and Tucson, 

Arizona, which s w i  tched t o  conservati  on -o r i  ented water ra tes  i n 

the  l a t e  1970’s. show s i g n i f i c a n t  water savings can r e s u l t  from 

conservat ion-or iented water ra tes .  Refer t o  the  excerpts from DWR 

B u l l e t i n  198-84 ( i n  t h e  back pocket o f  t h i s  guidebook) f o r  more 

i nformat i  on. 

When a c i  t y  adopts conservat ion-or i  ented water ra tes ,  some 

customers w i l l  g e t  lower water b i l l s ,  others w i l l  face higher 

water cos ts ,  and some r e s i d e n t i a l  customers might see no 

d i f f e r e n c e  i n  t h e i  r annual water cos ts .  The i n c e n t i v e  t o  conserve 

w i l l  come from several  f ac to rs .  F i r s t ,  most users w i l l  experience 

increased summer water b i l l s  and lower w i n t e r  water cos ts .  This 

i s  des i rab le ,  f o r  conservation i s  more va luab le  dur ing  the  peak 
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costs 
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summer months. 

Second, large water users wi l l  tend t o  get higher bi l ls  

under the revised rate schedule, which would provide them w i t h  

incentives t o  reduce use. 

Thi  rd, 1 arge resident1 a1 users, w i t h  above-average outdoor 

use, will tend t o  get higher water b i l l s  under conservation- 

oriented water rates. Because outdoor use has been found t o  be 

more responsive t o  price t h a n  indoor use, the drop i n  exterior 

water use by large users should outweigh any increase i n  water use 

by apartment dwellers, most o f  whom will  face lower water b i l l s .  

A fourth factor i n conservati on-ori ented water rates t h a t  

leads t o  reduced water consumption over time i s  the fact t h a t  

everyone now knows i f a household gets careless and i ncreases i t s  

water use, i t s  water bi.11 wi l l  increase more under the revised 

rate schedule t h a n  i t  would have under the old rate schedule. 

The f i n a l  factor explaining the use o f  pricing incentives 

t o  encourage conservation is  the concept o f  marginal cost. 

Marginal cost i s  the cost o f  purchasing one more u n i t  o f  a good 

or service. A1 though swi tchi ng t o  conservation-ori ented water 

rates will mean t h a t  some users wi l l  face lower average costs, 

virtually everyone should face significantly higher marginal water 

(i f the new rates are truly conservation-ori ented) . 

Economic studies often indicate t h a t  consumers make purchase 

ons based more on marginal costs t h a n  average costs. 

So a l t h o u g h  i t  i s  n o t  possible t o  quan t i fy  the above f i v e  

-10- 
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f a c t o r s  f o r  each c i t y  to determine exac t l y  how much water would 

be saved by swi t c h i  ng t o  conservati  on-or1 ented water ra tes ,  DWR 

be l ieves  t h a t  a c i t y  w i t h  t y p i c a l  water ra tes  (a  conservation 

index number o f  approximately 0 . 7 )  swi t c h i  ng t o  these conservation 

ra tes  (an index number o f  1 . 0 )  would be equivalent t o  the  e f f e c t  

percent, whi 1 e o f  r a i s i n g  the average p r i c e  o f  water by 10 t o  20 

keeping the  o l d  r a t e  s t r u c t u r e .  

This would mean t h a t  i f  the  above t y p i c a  

w i n t e r  PED’ o f  -0 .25 and a summer PED o f  -0.35) 

c i t y  ( w i t h  a 

were t o  adopt 

these conservation ra tes ,  i t  could expect a dec l ine  i n  per cap i ta  

r e s i d e n t i a l  w in te r  water use o f  2 .5 t o  5 percent and a dec l i ne  i n  

summer per cap i ta  r e s i d e n t i a l  water use o f  3 . 5  t o  7 percent.  

Commercial, i n d u s t r i a l ,  and p u b l i c - a u t h o r i t y  water use could a lso  

be expected t o  decl i ne i f conservati  o n - o r i  ented water ra tes  are 

app l ied  t o  those user c lasses . ”  

As noted above, i t  i s  q u i t e  d i f f i c u l t  t o  f i n d  a utility t h a t  has adopted 

a water-conserving r a t e  s t r u c t u r e  t h a t  has n o t  a lso  included an increase i n  

revenues. Fur ther ,  t o  i s o l a t e  the  e f f e c t s  o f  t he  s t r u c t u r e  change from other 

water demand v a r i  ables, i t  may be necessary t o  perform complex and expensive 

s t a t i  s t i  c a l  analyses. U t i  1 i ti es are n o t  i n c l  ined  t o  perform such analyses. 

There i s ,  however, some anecdotal evidence o f  t he  e f fec t i veness  o f  t he  water 

conserving r a t e  s t ruc tu res .  

I n  1995, the  Homosassa Special Water D i s t r i c t  implemented a revenue 

neut ra l  water conserving r a t e  s t r u c t u r e .  The r a t e  s t r u c t u r e  was designed 

PED i s  the  price e l a s t i c i ty  o f  demand. 
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using t h e  D i s t r i c t ’ s  Waterate model. Although no formal s t a t i s t i c a l  analysis 

o f  t h e  e f f e c t  o f  the r a t e  s t r u c t u r e  has been performed, i n  a recent telephone 

conversat ion between mysel f and u t i  1 i ty  superintendent Dave Purne l l  , Mr . 

Purne l l  was q u i t e  firm i n  h i s  conv ic t i on  t h a t  t he  water conserving r a t e  

s t r u c t u r e  ( i n c l i n i n g  block) played a s i g n i f i c a n t  r o l e  i t n  reducing per cap i ta  

water use i n  the service area (telephone conversation on October 23, 2001). 

I n  1993, Sarasota County changed t h e i  r i n c l  i n i  ng block r a t e  s t r u c t u r e  

t o  a more aggressive i n c l i n i n g  block r a t e  s t r u c t u r e .  Again, t h e  change was 

designed t o  be revenue n e u t r a l .  Per c a p i t a  use decl ined s i g n i f i c a n t l y  i n  the  

years fo l low ing  the s t r u c t u r e  change. No other s i g n i f i c a n t  conservation 

programs were implemented dur ing  t h e  same pe r iod .  Although no formal 

s t a t i s t i c a l  analysis o f  t h e  e f f e c t  o f  t h e  r a t e  s t r u c t u r e  has been performed, 

David Cook, Manager o f  Finance and Admin is t ra t i ve  Services f o r  Envi ronmental 

Services,  was conf ident t h a t  t he  r a t e  s t r u c t u r e  change played a s i g n i f i c a n t  

role i n  t h e  dec l ine  i n  per c a p i t a  water use i n  Sarasota County’s serv ice  area 

(telephone conversati  on on October 25, 2001) . 

I n  1991, the  Spalding County Water Au tho r i t y  (Georgia) changed from a 

d e c l i n i n g  block r a t e  s t r u c t u r e  t o  an inc reas ing  block r a t e  s t r u c t u r e .  As a 

r e s u l t ,  t h e  average customer’s b i l l  increase by $1.99 per month. The 

estimated p r i c e  e l a s t i c i t y  f o r  t h e  r a t e  change was - .33.  I n  1993, the  average 

b i  1.1 was increased by $2.13 per month w i thou t  a change i n  r a t e  s t r u c t u r e .  The 

estimated p r i c e  e l a s t i c i t y  for t he  1993 r a t e  change was on ly  - . 0 7 .  A simple 

‘ t ’ t e s t  was conducted t o  determi ne i f weather was s i  gni f i  c a n t l y  d i  f f e r e n t  

between t h e  two per iods.  It was n o t .  I n  add i t i on .  no o ther  conservation 

programs were imp1 emented d u r i  ng e i  t he r  p e r i  od o f  ti me. The author concl udes 
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t h a t  the  change i n  r a t e  s t r u c t u r e  was a s i g n i f i c a n t  c o n t r i b u t i n g  f a c t o r  t o  the  

l a r g e r  response t o  the  r a t e  change i n  1991 (Jordan, 1994). 

Another study i n  Georgi a i n  1992 ind i ca ted  t h a t  t he  dai l y  water use f o r  

systems us ing  dec l i n ing  b lock  r a t e  s t ruc tu res  was 503 ga l lons  per connection, 

428 ga l lons  f o r  systems us ing  uni form r a t e  s t ruc tu res ,  and 352 f o r  systems 

I 

using i n c l i n i n g  block r a t e  s t ruc tu res  (Jordan and Elnagheeb, 1993). 

Q. Do t h e  subject  U t i l i t i e s ,  Inc .  o f  F l o r i d a  u t i l i t i e s ’  e x i s t i n g  and 

proposed r a t e  s t ruc tu res  comply w i t h  the D i s t r i c t ’ s  water conserving r a t e  

s t r u c t u r e  requi  rement? 

A .  A l l  o f  the  u t i l i t i e s  loca ted  w i t h i n  the  SWFWMD appear t o  be w i t h i n  t h e i r  

per cap i ta  water use requirements so we would no t  r e q u i r e  a more aggressive 

r a t e  s t r u c t u r e  such as an i n c l i n i n g  block s t r u c t u r e .  The proposed uniform 

ra tes  would be considered s u f f i c i e n t .  We a lso  t h i n k  t h a t  moving from a b i -  

monthly t o  a monthly b i l l i n g  pe r iod ,  so long as the  meter reading i s  also 

monthly, i s  an improvement. However, the  Wis-Bar and Buena V i s t a  systems have 

proposed mai n t a i  n i  ng m i  n i  mum gal  1 onage charges. Accordi ng t o  i nformat i  on 

provided by the  Commission, 96% o f  b i l l s  i n  t h e  W i s - B a r  system f a l l  below the  

3 ,000 g a l l o n  minimum charge a l lo tment .  A t  t h e  Buena V is ta  system, 93% o f  the 

b i l l s  f a l l  below the 5,000 g a l l o n  minimum charge a l lo tment .  Both of these 

g r e a t l y  exceed the 15% minimum gallonage charge thresholds contained i n  the  

D i s t r i c t ‘ s  I n t e r i m  Minimum Requirements document and t h e  AWWA’s M 1  Water Rates 

manual. I n  e f f e c t ,  these are f l a t  ra tes  which the  D i s t r i c t  does not  consider 

t o  be water conserving. There i s  l i t t l e  i ncen t i ve  i n  such a r a t e  s t ruc tu re  

f o r  f u r t h e r  conservation. 

According t o  data provided by the  Publ ic Service Commission, t he  percent 
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o f  revenues from the  combined f i x e d  charges f o r  a l l  f ou r  o f  the u t i l i t y ’ s  

systems i n  Pasco County exceed 40% and are being proposed t o  increase from 72% 

t o  76% o f  revenues. The D i s t r i c t  does no t  be l i eve  t h a t  such a h igh  percentage 

o f  revenues from f i x e d  charges are cbns is ten t  w i t h  the  i n t e n t  o f  a water- 

conserving r a t e  s t r u c t u r e .  The Lake Tarpon u t i l i t y ’ s  f i x e d  charges a lso  

exceed 40% o f  revenues under both the cu r ren t  and proposed r a t e  s t ruc tu res .  

The D i s t r i c t  recommends t h a t  t he  percentage o f  revenues from f i x e d  charges be 

lowered as c lose t o  the  30% t o  40% range as p r a c t i c a l .  

Q .  

be expected? 

A .  I n  1991 the  D i s t r i c t  was developing the  WUCA r u l e s  which included the  

requirement f o r  water conserving r a t e  s t ruc tu res  t o  be used as a demand 

management t o o l .  A t  t h e  t ime there  were no l a r g e  sample estimates o f  water 

p r i c e  e l a s t i c i t i e s  t h a t  inc luded a wide range o f  p r i c e s  i n  the  sample. There 

i s  a wide range o f  water  p r i ces  i n  the D i s t r i c t  due t o  source water o f  varying 

q u a l i t y .  I n  the  s implest  terms, p r i c e  e l a s t i c i t y  i s  the  percent change i n  

demand f o r  a percent change i n  p r i c e .  

What l eve l  o f  p r i c e  e l a s t i c  e f f e c t  ( repression) from p r i c e  increases can 

Given the  proposed r u l e  changes, i t  was deemed des i rab le  t o  conduct a 

la rge-sca le  p r i c e  e l a s t i c i t y  study t o  a s s i s t  u t i l i t i e s  i n  the  D i s t r i c t  i n  

es t imat ing  reduct ions i n  demand due t o  r a t e  s t r u c t u r e  and p r i c e  l e v e l  changes. 

Brown arid Caldwell i n  assoc ia t ion  w i t h  D r .  John Whitcomb were engaged t o  

conduct t he  study. The p r i c e  e l a s t i c i t y  study, t h e  most comprehensive ever 

known t o  be conducted i n  t h e  Sta te  o f  F l o r i d a ,  was completed i n  1993. The 

study demonstrated t h a t  s ing le - fami  l y  r e s i d e n t i  a1 water p r i c e  e l  a s t i c i t y  

changes over a 1 arge range o f  p r i c e s .  
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Over the  years D r  . Whi tcomb has r e v i  sed t h e  s i  ngl  e-fami l y  r e s i  dent i  a1 

p r i c e  e l a s t i c i t y  est imates t o  make them more accurate. I n  s p i t e  o f  changes 

t o  the s ing le - fam i l y  es t imat ion  equation, t h e  p r i c e  e l a s t i c i t i e s  have remained 

q u i t e  s tab le  i n  the re levan t  p r i c e  ranges and w i t h i n  t h e  ranges o f  o ther  

s i n g l e - f a m i l y  r e s i d e n t i a l  p r i c e  e l a s t i c i t y  est imates. The 1999 rev ised 

estimates o f  s i n g l e - f a m i l y  r e s i d e n t i a l  water and sewer p r i c e  e l a s t i c i t i e s  are: 

Water/Sewer Marqi nal  P r i  ce2 Pr ice  E l a s t i c i t y  

Under $1.50/ kgal - .393 

$1.50 t o  $3.00/kgal - .687 

Over $3.00/ kgal - .242 

For example, a 1% increase i n  p r i c e  i n  t h e  $ 1 . 0 0  t o  $1.50 range would be 

expected t o  r e s u l t  i n  a .393% reduct ion i n  water use. Previous studies o f  

ove ra l l  ( indoor  & outdoor) s ing le - fam i l y  r e s i d e n t i a l  p r i c e  e l a s t i c i t y  studies 

i n  F l o r i d a  estimated e l a s t i c i t i e s  ranging from - 2 3  (Brown and Caldwell , 

19901, t o  - 3 1  (Lewis e t  a l . ,  1981). As can be seen, t h e  1999 rev ised 

e l a s t i c i t i e s  are cons is ten t  w i t h  and w e l l  w i t h i n  t h e  range o f  other 

r e s i  dent i  a1 p r i  ce el a s t i  c i t y  estimates conducted i n F1 o r i  da. Not t a k i  ng i n t o  

account these estimated pr-ice e l a s t i c  e f f e c t s  i n  r a t e  making creates the  r i s k  

o f  fa1 1 i ng s h o r t  o f  revenue requi rements . 

I n  terms o f  t he  t i m i n g  o f  p r i c e  e l a s t i c  response, D r .  Whitcomb bel ieves 

t h a t  approximately 50% o f  the  p r i c e  e l a s t i c  e f f e c t  occurs w i t h i n  t h e  f i r s t  

year w i t h  t h e  remaining 50% spread over t h e  f o l l o w i n g  two years. This 

a l l o c a t i o n  i s  r e f l e c t e d  i n  the  Waterate r a t e  model developed by D r .  Whitcomb. 

Q .  Are the re  any o the r  compliance issues t h a t  should be addressed? 

2Expressed i n  1992 dollars 
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A .  Yes. Subsection 1 .3  o f  Sect on 7 .3  o f  t he  D i s t r i c t ’ s  Elasis o f  Review 

f o r  Water Use Permi t t ing  ind ica tes  t h a t  u t i l i t i e s  i n  the  Northern Tampa Bay 

Water Use Caution Areas must take remedial act ions t o  address reduct ion o f  

unaccounted water uses t h a t  exceed 12%. According t o  data provided by the  

Pub1 i c Servi  ce Commi s s i  on, the Orangewood (17.5%) , Summertree (16.2%) , and 

Lake Tarpon (20.6%) systems a l l  exceed the  12% th resho ld  f o r  u t i l i t i e s  i n  

Water Use Caution Areas. 

Sect ion 3 . 6  o f  the  Basis o f  Review also i nd i ca tes  t h a t  u t i l i t i e s  outside 

o f  Water Use Caution Areas may be requi red  t o  address reduc t ion  o f  unaccounted 

water uses t h a t  exceed 15%. The Golden H i  1 IsKrownwood system’s unaccounted 

use exceeds 22% and far exceeds the 15% thresho ld .  G’iven the  amount by which 

these u t i l i t i e s  exceed the  respect ive th resho lds ,  act ions must be taken t o  

reduce unaccounted use bel ow the  appropri a te  thresholds . 

Q .  

A .  Yes. 

Does this conclude your testimony? 
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DIRECT TESTIMONY OF DWIGHT T.  JENKINS 

Q.  

A .  

P a l  atka,  F1 o r i  da. 

Q .  

A .  

D i rec to r  o f  t he  D i v i s i o n  o f  Water Use Regulation. 

Q. Would you please summari ze your educational and pro fess i  onal experience? 

A .  I graduated from the  Un ive rs i t y  o f  F l o r i d a  i n  1981 w i t h  a Bachelor o f  

Science degree i n Geology. I received my Masters o f  Science degree i n  Geology 

from the  U n i v e r s i t y  o f  F l o r i d a  1983. and my J u r i s  Doctor degree i n  1994 from 

the  U n i v e r s i t y  o f  F l o r i d a  College o f  Law. I am a l i censed F lo r i da  

Professional Geologist and a member o f  The F l o r i d a  B a r .  

Would you please s t a t e  your name and business address? 

My name i s  Dwight T .  Jenkins. My business address i s  4049 Reid S t ree t ,  

By whom and i n  what capaci ty are you employed? 

I am employed by the  S t .  Johns River Water Management D i s t r i c t  as the  

I began my professional  employment as a hydrogeol ogi c a l  consul t a n t  i n 

1984, and i n  1986 I was employed by the  S t .  Johns River Water Management 

D i s t r i c t  as the Manager o f  t he  D i s t r i c t ’ s  Orlando o f f i c e .  I n  t h i s  capaci ty,  

I was responsible f o r  overseeing t h a t  o f f i c e ’ s  water use and 

compl i ance/enforcement programs. I n  1997, I became D i  r e c t o r  o f  the  D i s t r i c t  ’ s 

D i  v i  s i  on o f  Water Use Regul a t i  on. My responsi b i  1 i t i e s  i n c l  ude managing the 

D i  s t r i  c t  ’ s  water use water we1 1 regul atory programs which i n c l  udes speci f i  c 

responsi b i  1 i t i e s  f o r  overseeing the  D i s t r i c t ’ s  water use permi t t ing  and 

compl i ance programs, formul a t i  on o f  D i  s t r i c t  water use, compl i ance, 

enforcement and water shortage pol i c i  es, d i  r e c t i  ng s t a f f  reviews and 

processi ng o f  consumptive use water we1 1 permi t appl i c a t i  ons , coordinat ion 

w i t h  l o c a l  government and t h e  regulated pub1 i c u t i  1 i t i e s ,  and t e s t i f y i n g  as 
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an exper t  witness i n admi n i  s t r a t i  ve heari ngs . 

Q. 
A .  

4. 
A .  

Q. 
A .  

Would you p l  ease summari ze you testimony? 

The purpose o f  my testimony i s  t o :  
I 

i d e n t i f y  the  D i s t r i c t ’ s  p r ’ i o r i t y  water resource caut ion  areas, 

(b)  discuss the  s ta tus  o f  the  u t i l i t y ’ s  compliance w i t h  t h e i r  

consumptive use permits , 

( c )  present the D i s t r i c t ’ s  views on bi-monthly verses monthly b i l l i n g ,  

and 

(d )  discuss whether conservat ion-or i  ented r a t e  s t ruc tu res  should be 

appl ied t o  the  u t i l i t y  systems w i t h i n  the  D i s t r i c t ’ s  j u r i s d i c t i o n .  

Have you attached any e x h i b i t s  t o  your testimony? 

Yes. 

( a )  E x h i b i t  DTJ-1 contains my pro fess iona l  resume. 

(b) 

I have attached th ree  e x h i b i t s  t o  my testimony: 

E x h i b i t  DTJ-2 presents a map o f  t h e  D i s t r i c t ’ s  1998 p r i o r i t y  water 

resource caut ion  area boundari es , 

E x h i b i t  DTJ-3 presents a map o f  t he  D i s t r i c t ’ s  2003 p r i o r i t y  water 

resource caut ion  areas. 

( c )  

Would you please describe a p r i o r i t y  water resource caut ion area? 

A p r l o r i t y  water resource caut ion  area i s  i d e n t i f i e d  based on a 

comparison o f  water resource cons t ra in ts  t o  t h e  r e s u l t s  o f  assessments o f  

hydrologic impacts due t o  p ro jec ted  2025 demands. These are areas w i t h i n  which 

an t i c ipa ted  sources o f  water and conservation e f f o r t s  are determined t o  be n o t  

adequate t o  supply water f o r  a l l  e x i s t i n g  uses and reasonably an t i c ipa ted  

f u t u r e  needs and t o  sus ta in  the  water resources and r e l a t e d  na tura l  systems 

through 2025. 
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W i  t h i  n these i dent i  f i  ed p r i o r i  t y  water resource caut ion  areas, t he  

impacts of cu r ren t  o r  p ro jec ted  demands exceed the  water resource cons t ra in t s  

f o r  na tu ra l  systems and/or groundwater qual i t y  . These p r i o r i t y  water resource 

caut ion  areas cover approximately 40% 0-f t h e  D i s t r i c t  and inc lude a l l  or par t s  

o f  A1 achua , Brevard, F1 agl er , Lake, M a r i  on, Orange, Osceol a ,  Semi no1 e, 

St. Johns, Putnam, and Volusia count ies.  The 2003 boundaries o f  t he  p r i o r i t y  

water resource caut ion  areas inc lude areas t h a t  were no t  w i t h i n  t h e  1998 

boundaries . These addi ti onal areas i nc l  ude p o r t i  ons o f  A1 achua, Mari on, and 

Putnam count ies , and northeastern Vol usi  a county. 

Q.  

i n  p r i o r i t y  water resource caut ion  areas? 

A .  Yes, a l l  o f  t he  u t i l i t y ’ s  systems i n  Seminole and Orange count ies are 

1 ocated w i  t h i  n p r i o r i  t y  water resource c a u t i  on areas. 

Q.  Turning now t o  the  next area o f  your test imony, would you please 

summarize t h e  u t i  1 i t y  ’s  compl i ance w i  t h  i t s  consumptive use permits? 

A. O f  t h e  U t i l i t i e s ,  Inc.  o f  F lo r i da  systems under cons idera t ion  i n  t h i s  

case which are w i t h i n  the  D i s t r i c t ’ s  j u r i s d i c t i o n ,  a l l  are c u r r e n t l y  i n  

compl i ance w i t h  t h e i  r consumptive use permits . 

Q .  Would you please present the D i s t r i c t ’ s  views on b i  -monthly b i l l i n g  

verses monthly b i  11 i ng for the u t i  1 i t y ’ s  water customers? 

A .  The D i s t r i c t  p re fe rs  t h a t  a u t i l i t y  b i l l  t h e i r  customers on a monthly 

basi s . Thi s p rov i  des water users w i  t h  more cu r ren t  i nformat i  on regardi  ng 

t h e i r  water use and al lows the customer t o  spot  waste and leaks i f  they e x i s t  

and t o  ad jus t  water use appropr ia te ly .  

Q .  

Are any o f  the u t i l i t y ’ s  systems i n  Seminole o r  Orange counties loca ted  

The u t i l i t y  has requested t h a t  a l l  count ies  be allowed t o  continue the  
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standard base f a c i  1 i t y  cha rgehn i  form gal 1 onage charge r a t e  s t r u c t u r e .  

the  D i  s t r i c t  agree w i t h  t h i  s? 

A .  The D i s t r i c t ,  pursuant t o  our ru les ,  w i l l  r e q u i r e  t h e  u t i l i t y  t o  

implement a conservation r a t e  structure-.  Such s t ruc tu res  are genera l l y  th ree  

or f o u r  t i e r  i n c l i n i n g  r a t e  s t ruc tu res .  However, the  D i s t r i c t  does a l low 

s i n g l e  or two t i e r e d  s t ruc tu res  so long as t he  ra tes  are s u f f i c i e n t l y  high as 

t o  promote conservati  on. For example, a s i  ngl e t i e r e d  s t r u c t u r e  t h a t  charges 

$3.00 per 1000 gal lons meets the  D i s t r i c t ’ s  requirements f o r  a conservation 

Does 

I 

r a t e  s t r u c t u r e .  

Q .  

l i k e  t o  see i n  the  base f a c i l i t y  charge? 

A .  The maximum percentage o f  f i x e d  costs t h a t  the D i s t r i c t  would l i k e  t o  

see i n  the  BFC i s  40%. The reason f o r  t h i s  l i m i t  i s  t h a t  t he  D i s t r i c t  wants 

t o  have a t  l e a s t  60% o f  t he  cos t  t i e d  t o  actual  water use (gal lonage charge) 

s ince  charge f o r  the  actual amount o f  water used promotes conservat ion.  

Q .  Does t h e  D i s t r i c t  recommend t h a t  t h e  u t i l i t y ’ s  r a t e  s t ruc tu res  be 

changed i n t h i  s proceedi ng t o  be consi s t e n t  w i  t h  the D i  s t r i  c t  ’s  requi  rements? 

A .  Yes, Since the D i s t r i c t ’ s  r u l e s  r e q u i r e  t h a t  u t i l i t i e s  implement 

conservati  on r a t e  s t ruc tu res ,  the  D i  s t r i  c t  recommends t h a t  i t  i s more 

e f f i c i e n t  t o  change the  u t i l i t i e s ’  systems r a t e  s t ruc tu res  as necessary i n  

t h i s  proceeding t o  be cons is ten t  w i t h  D i s t r i c t  requirements. I n  t h i s  way, U I F  

w i  11 more t i m e l y  comply w i t h  t h e  D i s t r i c t ’ s  r a t e  s t r u c t u r e  requirements. 

Q. 

A .  Yes. 

What i s  the maximum percentage of f i x e d  costs t h a t  the  D i s t r i c t  would 

Does t h a t  conclude your testimony? 
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MS. HOLLEY: And S t a f f  now c a l l s  witness Frances 3. 

Lingo. I 

FRANCES J .  LINGO 

was ca l l ed  as a witness on behalf o f  the S t a f f  o f  the Flor ida 

Publ ic Service Commission and, having been duly sworn, 

t e s t i  f i ed as fol 1 ows : 

DIRECT EXAM I NATION 

BY MS. HOLLEY: 

Q 
A Frances 3. Lingo. 

Q 
A Yes, 1 have. 

Q 

Please s ta te  your name f o r  the  record. 

And, Ms. Lingo, have you been previously sworn in? 

Did you p r e f i l e  d i r e c t  testimony i n  t h i s  proceeding 

consist ing o f  38 pages? 

A Yes. 

Q And do you have any changes o r  corrections t o  make t o  

your testimony? 

A Yes, I do. 

Q Please make those changes. 

A On Page 8, Line 16, the number 13014 should be 

changed t o  810386-W. On Page 30, Line 22, the word Marion 

should be changed t o  Pasco. On Page 38, Line 10, the number 

negati ve 0.398 shoul d be changed t o  negative 0.393. 

COMMISSIONER BRADLEY: What page i s  tha t?  

THE WITNESS: That i s  Page 38, s i r .  Again on Page 

FLORIDA PUBLIC SERVICE COMMISSION 
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38, Line 12, the number negative 0.682 should be changed t o  

negative 0.687. Also on Page 38, Line 13, the number negative 

0.247 should be changed t o  negative 0.242. That concludes my 

changes 

MS. HOLLEY: Thank you. 

BY MS. HOLLEY: 

Q Ms. Lingo, i f  I were t o  ask you the same questions as 

posed i n  your testimony, would your answers be the same today? 

A Yes. I am aware, though, o f  addi t ional  information 

f i l e d  by the  u t i l i t y  which has been entered as Composite 

Exh ib i t  6. This information appears t o  address problems w i th  

the u t i l i t y ' s  f i l i n g ,  which I discuss i n  my testimony. 

However, since the appropriate evaluation o f  the newly received 

information w i l l  be made by advisory s t a f f ,  my testimony stands 

as wr i t ten .  

MS. HOLLEY: Thank you. 

Commissioner, a t  t h i s  t ime may we please have Ms. 

Lingo's p r e f i l e d  d i r e c t  testimony w i t h  those ora l  modif icat ions 

made inser ted i n t o  the record as i f  read? 

COMMISSIONER DEASON: Without object ion,  show i t  

inserted 

MS. HOLLEY: Thank you. 

BY MS. HOLLEY: 

Q Ms. Lingo, d i d  you also p r e f i l e  Exhib i ts  FJL-1 

through FJL-8 w i t h  your testimony? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A Yes. 

Q 
A No. 

And do you have any correct ions t o  those exhib i ts? 

MS. HOLLEY: May we have a number assigned t o  those 
exhib i ts ,  please? 

COMMISSIONER DEASON : Composite Exh ib i t  25. 

(Composite Exh ib i t  25 marked f o r  i d e n t i f i c a t i o n .  1 
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DIRECT TESTIMONY OF FRANCES J .  LINGO 

Q.  

A .  My name i s  Frances J .  Lingo. My business address i s  2540 Shumard Oak 

Boulevard, Tallahassee, F lo r i da  32399-0850. 

Q .  By whom are you employed, and i n  what capacity? 

A .  I am employed by the  F lo r i da  Pub l ic  Service Commission (Commission) as 

an Economic Analyst i n  the  Bureau o f  C e r t i f i c a t i o n .  Economics and T a r i f f s  i n  

the  D i  v i  s i  on o f  Economic Regul a t i  on. 

Would you please s t a t e  your name and business address f o r  t he  record? 

I 

Q .  How long have you been employed by the  Commission? 

A .  I have been employed by t he  Commission since June 12, 1989. 

Q .  Would you please s t a t e  your educational background and experience? 

A .  I received a Bachelor o f  Science Degree w i t h  a major i n  Accounting, and 

a Bachelor o f  Science Degree w i t h  a major i n  Economics, bo th  from The F lo r i da  

Sta te  U n i v e r s i t y ,  i n  August 1983. 

From October 1983 t o  May 1989, I was employed by Ben Johnson Associates, 

I n c .  (BJA), an economic and a n a l y t i c  consu l t ing  firm s p e c i a l i z i n g  i n  the area 

of p u b l i c  u t i l i t y  regu la t i on .  During my employment a t  BJA, I performed 

research and analysis i n  more than 75 u t i  1 i t y  r a t e  proceedings, ass i s t i ng  w i t h  

the coord ina t ion  and prepara t ion  o f  e x h i b i t s .  I also ass is ted  w i t h  the  

preparat ion o f  test imony, discovery and cross-exami na t i on  regarding r a t e  

design i ssues . 

I n  p a r t i c u l a r ,  I prepared embedded cos t -o f - se rv i ce  s tud ies ,  made t y p i c a l  

b i l l  comparisons and examined l o c a l  se rv i ce  r a t e  and cost r e l a t i o n s h i p s .  I 

s tud ied  r e s i  dent i  a1 and general se rv i ce  r a t e s ,  customer charges, management 

deci s i  on-maki ng processes, s l  i ppage i n the  engi neeri ng and cons t ruc t ion  o f  
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nuclear power p lan ts ,  nuclear versus coal p l a n t  costs and seasona 

usage pa t te rns .  

load and 

I n  June 1989, I j o i n e d  the  Commission as a Regulatory Analyst 11. I n  

June 1990, I was promoted t o  Regulatory Analyst  111; i n  October 1991, I was 

promoted t o  Regulatory Analyst I V ;  and i n  A p r i l  1996, 31 was promoted t o  my 

cu r ren t  p o s i t i o n  o f  Economic Analyst. 

Q .  

A .  

Would you please describe your experience and du t ies  a t  t he  Commission? 

Yes. My experience a t  the  Commission includes but i s  no t  l i m i t e d  t o :  

reviewing water and wastewater cases t o  i d e n t i f y  economic and r a t e  

i s u e s  associ ated w i  t h  r a t e  s t r u c t u r e ,  repression and forecasted 

b i  11 i ng determi nants ; 

performing accounting, engi neer i  ng , economic and s t a t i s t i c a l  

analysis on those i ssues, and present i  ng recommendations (and 

expert  testimony when necessary) on those issues: 

devel opi ng and promoti ng 1 i a i  son a c t i v i  t i e s  w i  t h  other 

governmental agencies , i n c l  udi ng the  Department o f  Envi ronmental 

Pro tec t ion ,  t h e  Water Management D i  s t r i c t s  (WMDs) , and other 

government agenci es : 

reviewing and eva lua t ing  s t a f f - a s s i s t e d  r a t e  case (SARC) f i l i n g s ,  

aud i t i ng  u t i  1 i t i e s  ' books and records, devel opi ng r a t e  base, r a t e  

o f  r e t u r n  and revenue requi rements , and prepar i  ng and presenting 

recommendations i n  cases i n  which I am invo lved;  

conducti ng overearni ng i nves t i ga t i ons  ; and 

conducting research and other du t i es  r e l a t i n g  t o  water and 

wastewater u t i  1 i-ti es sub jec t  t o  the  Commi s s i  on ' s  j u r i  sdi  c t i  on. 
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I n  add i t i on ,  I have been a f a c u l t y  member o f  t he  National Associat ion 

o f  Regulatory U t i  1 i t i e s  Commissioners (NARUC) Annual Regulatory Studies 

Program a t  Michigan Sta te  Un ive rs i t y  since 1998, and a f a c u l t y  member o f  the  

Eastern U t i  1 i t y  Rate School s ince 1997; l e c t u r i n g  on water p r i c i n g  concepts. 

Q. Have you previously f i l e d  testimony o r  t e s t i f i e d  before t h i s  Commission 

on beha l f  o f  Commission S t a f f ?  

A .  Yes. I n  January 1993, I t e s t i f i e d  i n  the  show cause p o r t i o n  o f  Docket 

No. 900025-WS regarding the  app l i ca t i on  f o r  a s t a f f - a s s i s t e d  r a t e  case by 

I 

Shady Oaks Mobile-Modular Estates,  I nc .  (Shady Oaks).  I n  August 1994, I 

t e s t i f i e d  i n  Docket No. 930944-WS regarding the  revocat ion o f  the water and 

wastewater c e r t i f i c a t e s  o f  Shady Oaks. I n  October 1996, I t e s t i f i e d  i n  Docket 

No. 950615-SU regarding the  app l i ca t i on  f o r  approval o f  a reuse p r o j e c t  p lan  

and an increase i n  wastewater ra tes  by Aloha U t i l i t i e s ,  Inc. In May 2001, I 

f i l e d  test imony i n  Docket No. 991437-WU regarding the  app l i ca t i on  f o r  an 

increase i n  water ra tes  by Wedgefield U t i l i t i e s ,  I n c .  And i n  November 2001, 

I f i l e d  testimony i n  Docket No. 010503-WU regarding t h e  requested r a t e  

increase o f  Aloha U t i l i t i e s ,  I n c .  

Q .  

A.  

What i s  the  purpose o f  your testimony i n  t h i s  case? 

The purpose o f  my testimony i s  t o :  

( a >  discuss general background i nformati on regardi  ng the  counties and 

systems inc luded i n  the  f i l i n g  o f  U t i l i t i e s ,  I n c . ,  o f  F lo r i da ;  

discuss t h e  u t i l i t y ’ s  request t o  implement county -spec i f i c  s ing le  

tariff p r i c i n g  i n  Pasco and Seminole Counties as shown i n  the  

u t i l i t y ’ s  Minimum F i l i n g  Requirements (MFRs), and t o  make 

recommendations regardi  ng t h i s  request ; 

(b )  

-3- 
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recommend t h e  appropri a te  b i  11 i ng determi nants for the Marion 

County bu lk  wastewater customer shown i n  Schedule E-2 o f  t h e  

u t i l i t y ’ s  MFRs: 

exp la in  the  Memorandum o f  Understanding (MOU) t h a t  e x i s t s  between 

the  Commission and the f i v e  Water Management D i s t r i c t s  (WMDs) , and 

how the Commission and the  WMDs work together i n  cases: 

d i  scuss the  appropri a te  design o f  conservat i  on-or i  ented water 

r a t e s  f o r  each county, and d i  scuss whether i nc l  i n i  ng-block ra tes  

are appropr iate as addressed i n  t h e  testimony o f  S t a f f  witnesses 

Jenkins and Y ing l ing ;  

d i  scuss the  concept o f  r e a l  l o c a t i  ng a p o r t i o n  o f  wastewater 

systems ‘ revenue requi rements t o  the correspondi ng water systems, 

and recommend whether i t  i s  appropr ia te  t o  rea l l oca te  revenue 

requirements i n  t h i s  case: 

analyze U I F ’ s  requested r a t e  design f o r  i t s  water systems; 

develop a ser ies  o f  i l l u s t r a t i v e  r a t e  designs f o r  the  water 

systems, and make recommendations based upon my analysis;  

discuss the  wastewater ra tes  i n  Marion County; and 

di scuss whether repression adjustments t o  r e f 1  ec t  customers’ 

an t i c ipa ted  response t o  p r i c e  changes and r a t e  s t ruc tu re  changes 

are appropri a te .  

Q .  

A .  Yes, I have prepared 8 e x h i b i t s .  The e x h i b i t  numbers and t i t l e s  are 

l i s t e d  below. 

Have you prepared e x h i b i t s  i n  t h i s  case? 

-4- 



7 5 4  

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 

Exhi b i  t No. 

FJL-1 

FJL-2 

FJL-3 

FJL-4 

FJL-5 

FJL-6 

FJL-7 

FJL-8 

Exhi b i  t T i  tl e 

U t i l i t i e s  Inc .  o f  F l o r i d a :  Current Water Rate Design 

U t i l i t i e s ,  I n c .  o f  F l o r i d a :  Proposed Water Rate 

Design 

U t i  1 i ti es , I n c .  of F1 o r i  da : Current Wastewater Rate 

Des i gn 

U t i  1 i t i e s ,  I n c .  o f  F l o r i d a :  Proposed Wastewater Rate 

Des i gn 

I 

U t i l i t i e s ,  Inc. of  F l o r i d a :  Proposed Base F a c i l i t y  

Charge D i  f f e r e n t i  a1 s 

U t i l i t i e s ,  I n c .  o f  F l o r i d a :  Increase i n  Water System 

Cost per Customer Due t o  Change t o  Monthly B i l l i n g  

U t i l i t i e s ,  I n c .  o f  F l o r i d a :  Analysis o f  Requested 

Rate Design - Water Systems 

U t i l i t i e s ,  I n c .  o f  F l o r i d a :  I l l u s t r a t i v e  Water Rate 

Desi gn 

Q .  Wou d you please discuss b r i e f l y  t h e  general background in fo rmat ion  

regarding t h i s  u t i  1 i ty? 

A .  Yes. U t i l i t i e s ,  Inc. ,  o f  F l o r i d a  (UIF) i s  a class A water and 

wastewater u t i  1 i t y  p rov i  d i  ng serv i  ce i n M a r i  on,  Orange, Pasco, P i  ne1 1 as and 

Seminole count ies .  According t o  E x h i b i t  (FS-1)  Schedule No. 1 attached t o  the  

testimony of u t i l i t y  witness Frank Seidman, U I F  served an  average o f  6,801 

water customers and 2,463 wastewater customers in i t s  combined f i ve-county  

service area dur ing  t h e  h i s t o r i c a l  2001 calendar year t e s t  per iod .  

According t o  u t i l i t y  witness Seidman, i n  Marion county, the u t i l i t y  has 
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two systems : Go1 den H i  11 s ( i nc lud ing  the  i nterconnected Crownwood system) 

which prov i  des water service,  and Crownwood whi ch prov i  des wastewater serv i  ce. 

I n  Orange county, the u t i l i t y  has two water systems: Crescent Heights and 

Davis Shores, I n  Pasco county, the  Summertree and Wis-Bar systems provide 

both water and wastewater serv ice ,  w h i l e  two o ther  systems - Buena V i s t a  and 

Orangewood - provide water-only serv ice .  The sole system i n  Pine l l as  county 

i s  Lake Tarpon, a water-only system. 

F i n a l l y ,  w i t h  respect t o  Seminole county, the u t i l i t y  has n ine  systems 

cons is t i ng  o f  two water and wastewater systems and seven water-only systems. 

The Weathersfi e l  d system (i nc l  udi ng T ra i  lwood and Oakl and H i  11 s )  and Ravenna 

Park/Li ncol n Heights systems provi  de water and wastewater serv i  ce.  The L i  ttl e 

Weki va, Park Ridge, Phi 11 ips,  Crys ta l  Lake, Bear Lake, Jansen and O a k l  and 

Shores systems provide water-only se rv i ce .  

Q .  L e t ’ s  begin w i t h  the  s i n g l e  tariff p r i c i n g  p o r t i o n  o f  your test imony. 

Have you read the  p r e f i  led testimony o f  u t i  1 i ty  witness Mr. Steven Lubertozzi? 

A .  Yes, I have. 

Q .  Does Mr . Lubertozzi d i  scuss o r  support county-speci f i  c s i  ngl e t a r i  f f  

p r i c i n g  by t h e  u t i l i t y  i n  h i s  testimony? 

A .  No, he does n o t .  However, a review o f  MFR Schedules E - 1  and E-2 

i n d i c a t e  t h a t  t h e  u t i l i t y  i s  request ing county -spec i f i c  s i n g l e  tariff p r i c  

for  i t s  systems i n  Pasco and Seminole Counties. 

Q .  

pri c i  ng? 

Would you please exp la in  the  concept o f  county -spec i f i c  s i n g l e  t a r  f f  

A’. County-speci f ic  s i n g l e  tariff p r i c i n g  aggregates the costs,  investments, 

r a t e  s t r u c t u r e s  and customers o f  the u t i l i t y  across the  m u l t i p l e  systems 

- 6 -  
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located i n  the county for a l l  water faci l i t ies  and computes an average water 

rate. This average rate i s  typically expressed i n  terms o f  a uniform base 

faci 1 i t y  charge per equi valent resi denti a1 connection and a u n i  form gal 4 1 onage 

charge. 

Q .  

(STP)? 

A .  Benefits o f  STP may include, b u t  are not  1 imi ted t o :  1) spreading costs 

over a greater customer base i n  order t o  promote rate levelization and 

minimize rate shock i n  future cases: 2 )  a consolidation of administrative 

functions, resulting i n  economies o f  scale and reduced expenses; and 3 )  

reduced expenses associ ated w i t h  regul atory reporting requi rements. 

Q .  What factors should be considered when moving from multiple rate 

structures t o  single tari f f  pri ci ng? 

A.  I n  my opinion,  the most important factor t o  consider i s  whether the move 

t o  single tar i f f  pricing unfairly penalizes the  customers o f  one system or 

systems a t  the benefit o f  other customers. Therefore, a subsidy analysis i s  

requi red. This analysis is not merely important, b u t  essenti a1 . Chapter 

367 .081(2) (a) l ,  Florida Statutes, states t h a t  the Commission sha l l  f i x  rates 

which are just ,  reasonabl e ,  compensatory and not  unduly di  scrimi natory . I do 

not bel i eve t h a t  a determination can be made about whether potenti a7 rates are 

unduly discriminatory unless a subsidy analysi  s i s performed. 

Q .  

A .  Yes, t h a t  i s  correct. Any rate design involves trade-offs among 

competing policy objectives. However, i f  a u t i l i t y  has requested some form 

o f  rate consolidation or STP, I believe a n  analysis o f  the subsidization 

Uniform wastewater rates are calculated i n  a similar manner. 

What are the benefits o f  moving t o  county-specific single tar i f f  pricing 

Isn’t there some level o f  subsidization inherent i n  any rate design? 
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across the  systems involved i s  essen t ia l .  Otherwise, i t  i s  no t  possible f o r  

the  Commission t o  make a determination whether the subs id i za t i on  r e s u l t s  i n  

ra tes  t h a t  are unduly d isc r im ina tory  . 

When performing the  subsi d i  z a t i  on analyses, however, one should a1 so 

remember t h a t  t he  water and wastewater indus t ry  i s  very c a p i t a l  i n tens i ve ,  and 

p l  an t  add i t ions  t o  s a t i  s f y  envi ronmental requi rements, are common. It i s  

poss ib le  t h a t  a system which subsidizes another system i n  one year w i  11 , a f t e r  

p l a n t  add i t i ons ,  receive a subsidy i n  l a t e r  years. Therefore, the  subsidy 

analysi  s should i ncl  ude an analysi s o f  the  a n t i  c i  pated p l  ant expansions and 

customer growth over the u t i  1 i t y  ' s  re1 evant p l  anning per iod .  

Q .  Has t h e  Commission approved county -spec i f i c  s i n g l e  t a r i f f  p r i c i n g  i n  

p r i o r  proceed1 ngs? 

A .  Yes. The Commission has approved county -spec i f i c  s i n g l e  tariff p r i c i n g  

(a l so  r e f e r r e d  t o  as r a t e  conso l ida t ion  o r  county-wide ra tes )  s ince a t  l e a s t  

1983. Cases i n  which county o r  statewide p r i c i n g  has been approved as an 

appropri a te  r a t e  s t ruc tu re  inc lude Dockets Nos. 138Vl. 960444-WU and 930880- 
g fa3 aL'd 

ws 
Q. What dec is ion  c r i t e r i a  has been included i n  the analysis i n  these cases? 

A.  The Commission has considered fac to rs  i nc lud ing  b u t  n o t  l i m i t e d  t o :  a )  

the r e l a t i v e  cos t  o f  p rov id ing  serv ice  ( e . g . ,  t he  magnitude o f  the  subsidies 

t h a t  must be absorbed by t h e  se rv i ce  area(s> whose stand-alone ra tes  are lower 

than un i fo rm rates); b) customer dens i t y ;  c)  t he  r e l a t i v e  l eve l s  o f  

c o n t r i  b u t i  ons- i  n-ai  d - o f  - cons t ruc t i  on associ ated w i  t h  the  var ious systems ; d) 

ages o f  t h e  various systems; e>  long term bene f i t s  o f  stand-alone vs. uniform 

ra tes ;  and f)  whether the systems share common management, operations, 
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m a i  ntenance , purchasi ng , b i  11 i ng or customer serv ice  personnel . 

Q .  

Pasco and Seminole Counties I n  t h i s  case? 

Have you analyzed the  u t i l i t y ’ s  request for s i n g l e  tariff p r i c i n g  i n  

I 

A .  Yes, I have. 

Q. What i s your recommendati on regarding the  u t i  1 i t y  ’ s request? 

A .  Based upon my review and analysis o f  the i n fo rma t ion  provided by the  

u t i  1 i t y  i n  i t s  Minimum F i  1 i ng Requi rements (MFRs) , responses t o  data requests, 

product ion o f  documents and depos i t ion  l a t e  f i l e d  exhi b i t s  (LFEs), I do n o t  

be l i eve  s t a f f  has s u f f i c i e n t  in fo rmat ion  t o  c a l c u l a t e  e i t h e r  s i n g l e  tariff 

ra tes  o r  stand-alone ra tes  i n  Pasco or Seminole Counties. Therefore, I 

recommend t h a t  the  u t ’ l l i t y ’ s  requested r a t e  r e l i e f  i n  those counties be 

denied. 

Q .  Please discuss your eva lua t ion  o f  the Pasco County water f i l i n g .  

A .  Although U I F  has purported t o  request s i n g l e  tariff p r i c i n g  f o r  i t s  

Pasco County water systems, i t  has no t  done so. Since U I F  has requested t h a t  

t he  3 ,000  g a l l o n  (kga l )  a l lo tment  be continued f o r  i t s  Wis-Bar system and the  

5 kgal  g a l l o n  al lotment be continued f o r  i t s  Buena V is ta  system, U I F  has 

a c t u a l l y  requested th ree  d i f f e r e n t  r a t e  s t ruc tu res  f o r  i t s  water service i n  

Pasco County. 

Q. 

base f a c i  1 i t y  charge (BFC)? 

A .  The Commission’s p r a c t i c e  i s  t o  e l im ina te  al lotments contained i n  the 

BFC because t h i s  type o f  r a t e  s t r u c t u r e  does n o t  send appropri a te  conservation 

s ignal  s . 

Q .  

What i s  the Commission’s p r a c t i c e  regarding gallonage al lotments i n  the  

Has t h e  u t i  1 i t y  i n d i c a t e d  why i t  requested t h a t  t he  gallonage a1 lotments 
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f o r  i t s  Wis-Bar and Buena V is ta  systems be continued? 

A.  Yes, i t  was t o  avoid confusion i n  the revenue ca l cu la t i ons .  More 

s p e c i f i c a l l y ,  i n  response t o  s t a f f ’ s  second s e t  o f  i n t e r r o g a t o r i e s ,  no. 56, 

when s t a f f  asked U I F  about i t s  reason f o r  keeping t h e  kgal al lotments i n  the 

BFC the u t i l i t y  responded: 

U I F  does no t  propose t o  e l im ina te  the  g a l l o n  al lotments i n  i t s  

Buena V is ta  and Wis-Bar systems. The g a l l o n  a l lo tment  i s  s t i l l  

used t o  c a l c u l a t e  revenue requirements , . . . U I F ’ s  cu r ren t  

tariff al lows f o r  t he  al lotment and chose n o t  t o  e l im ina te  i t  t o  

avoid confusion i n  t h e  revenue c a l c u l a t i o n .  

It seems apparent from t h i s  response t h a t  the  u t i l i t y  does n o t  understand what 

cons t i t u tes  a county-wide s i n g l e  t a r i  f f  p r i  c i  ng s t r u c t u r e .  

Q.  What are the imp l i ca t i ons  o f  approving U I F ’ s  r a t e  design request i n  

Pasco County? 

A .  Keeping these al lotments would, under UIF’s Pasco County r a t e  design 

proposal , r e s u l t  i n i nequi t i e s  between customers. The Buena V is ta  r e s i  denti  a1 

customers would pay t h e  s i n g l e  t a r i f f  (uniform) BFC b u t  have a 5 kgal 

a l lotment,  t he  Wis-Bar r e s i d e n t i a l  customers would pay the  uniform BFC bu t  

have a l e s s e r ,  3 kgal a1 lotment,  whi l e  the remaining r e s i d e n t i a l  customers i n  

the  Summertree and Orangewood systems would pay t he  uni form BFC but have no 

gal lons inc luded as p a r t  o f  t h a t  BFC. This i s  u n f a i r  and should not be 

approved. 

Q.  Are the re  other problems w i t h  the  Pasco County water f i l i n g ?  

A .  Yes. I n  Mr. Steven Luber tozz i ’ s  depos i t ion  l a t e  f i l e d  e x h i b i t  (LFE) no. 

7 ,  he was asked t o  c a l c u l a t e ,  f o r  the  four  water systems i n  Pasco County, what 
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the  stand-alone ra tes  f o r  each system would be i f  U I F  were requesting t h a t  

stand-alone p r i c i n g  be continued i n  t h i s  proceeding. M r .  Lubertozzi complied 

w i t h  t h i s  request for a l l  systems except the requested stand-alone ra tes  f o r  
I 

the Wis-Bar water system. 

Q .  

no t  provided i n  response t o  your request? 

A .  Not r e a l l y .  Contained i n  Mr. Luber tozz i ’ s  LFE no. 7 i s  a c a l c u l a t i o n  

f o r  the Wis-Bar water system which ind ica tes  t h a t  system i s  earning 20.48%. 

Did you receive an explanation as t o  why the Wis-Bar water ra tes  were 

On a subsequent page, he shows a ca l cu l  a t i  on f o r  a1 1 o f  t he  Pasco County water 

systems combined, i n  which the  t o t a l  requested annual revenues i s  reduced due 

t o  the  overearning o f  t he  Wis-Bar  water system. F i n a l l y .  on the  ra tes  

c a l c u l a t i o n  page for t he  Wis-Bar  water system, there  i s  a statement which 

reads, ‘“/A. per revenue requirement and r e t u r n  on r a t e  base page.” Mr. 

Lubertozzi s t i l l  has no t  provided the stand-alone ra tes  f o r  the  Wis-Bar water 

system. 

Q .  

four water systems i n  Pasco County? 

A .  I f  t h e  Wis-Bar water system i s  indeed earning more than i t s  authorized 

r e t u r n  and the  remaining th ree  Pasco County water systems are earning l ess  

ous subsidy f low ing  from 

Why i s  i t  important for U I F  t o  provide stand-alone ra tes  f o r  each o f  i t s  

than t h e i r  author ized r e t u r n ,  there  would be an obv 

the Wis-Bar  water system t o  the  remaining systems. 

However, s t a f f  cannot ca l  c u l  ate t h e  magni tude o f  any subsidies between 

the Pasco County water systems w i thout  t h e  in fo rmat ion  from the  Wis-Bar  

system. 

Q .  Are there  o ther  problems associated w i th  the  Pasco County water f i l i n g ?  
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A .  Yes. There may be other Pasco County water systems which would 

subsidize one or more o f  the  remaining Pasco County systems i f  a s i n g l e  tariff 

r a t e  s t r u c t u r e  was approved. Without t he  appropri a te  i n fo rma t i  on, s t a f f  i s  

unable t o  c a l c u l a t e  the magnitude o f  any p o t e n t i a l  subsidy as p a r t  o f  the  

analysis i n  determining whether a s i n g l e  tariff p r i c i n g  s t ruc tu re  i s  

appropr iate f o r  Pasco County’s water systems. 

Q .  Are t h e r e  more problems associated w i t h  the  Pasco County water f i l i n g ?  

A .  Yes. E x h i b i t  FJL-1 rep l i ca tes  the  u t i l i t y ’ s  MFR Schedules E-2 f o r  the  

water systems a t  cur ren t  annualized r a t e s .  As shown a t  t he  bottom o f  column 

(h) on p.  3 o f  E x h i b i t  FJL-1, Pasco County’s cu r ren t  ra tes  and b i l l i n g  

determi nants appear t o  generate revenues o f  $399,736 per i t s  Schedul e E - 2 .  

However, as a lso  shown a t  t h e  bottom o f  column (h)  , a c a l c u l a t i o n  o f  those 

same ra tes  and b i l l i n g  determinants y i e l d s  revenues o f  $432,124, o r  $32,388 

more than is shown on Pasco County’s Schedule E - 2  a t  cu r ren t  rates. 

Furthermore, Exhi b i t  FJL-2 rep l i ca tes  t h e  u t i l i t y ’ s  MFR Schedules E-2 f o r  t he  

water systems a t  proposed ra tes ,  As shown a t  t he  bottom o f  column (h) on p. 

3 o f  E x h i b i t  FJL-2, t h e  proposed ra tes  appear t o  generate revenues o f  

$517,845, whi 1 e a ca l  cu l  a t i  on o f  the  proposed ra tes  and b i  11 -i ng determi nants 

on t h a t  page y i e l d s  revenues o f  $561,414, or $43,569 more than i s  shown on the  

corresponding MFR Schedule E - 2 ,  p .  3 f o r  Pasco County. 

Q .  Why i s  t h i s  a problem? 

A. These i nconsi stenci es i n d i c a t e  tha t  e i t h e r  the  bi 11 i ng determi nants are 

i n c o r r e c t  o r  t h a t  the  proposed ra tes  may be too  high. S t a f f  i s  unable t o  

accurately c a l c u l a t e  the  subsidies f l ow ing  from one system t o  another under 

e i t h e r  o f  these poss ib le  scenarios. 
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Furthermore, t he  proposed 8FCs f o r  Pasco County's water systems are no t  

based on the  appropri ate equi va len t  r e s i  dent i  a1 connection (ERC)  meter 

equivalents as provided by the  American Water Works Associat ion (AWWA) and 

Rule 25-30.110, F lo r i da  Administrat ive'Code. As shown i n  the  l a s t  column on 

E x h i b i t  FJL-5, the  d i f f e r e n t i a l  between t h e  u t i l i t y ' s  BFC f o r  meter s izes 

grea ter  than 5/8" are a1 1 cons is ten t l y  understated compared t o  the  appropri ate 

ERC d i f f e r e n t i a l s  based on the aforementioned r u l e  and AWWA standards. This 

i s  another i n d i c a t i o n  t h a t  the  proposed ra tes  f o r  the Pasco County water 

systems have been cal cu l  ated i ncor rec t l y  . 

Q. I n  t h e  event t he  Commission decides t o  approve r a t e  r e l i e f  f o r  Pasco 

County, i s  there  another r a t e  design op t i on  which should be considered i n  

add i t i on  t o  system-speci f ic  stand-alone ra tes  and county -spec i f i c  s i n g l e  

tari f f  p r i  c i  ng? 

A .  Yes. The add i t iona l  r a t e  s t r u c t u r e  I recommend f o r  considerat ion i s  one 

t h a t  m i  n i  m i  zes the cross-subsi d i  z a t i  on between systems. In  t h i s  p r i  c i  ng 

method, consol i da t ion  w i  t h i  n a county i s  based upon substant i  a1 simi 1 a r i  ti es 

i n  the  cos t  o f  serv ice  and the  r e s u l t i n g  r a t e s ,  thereby reducing the  magnitude 

o f  the c ross-subs id iza t ion  between systems I 

Q .  How would these ra tes  be calculated? 

A .  Rather than combine the cos ts ,  investments and b i l l i n g  determinants o f  

a l l  four water systems under s i n g l e  tariff p r i c i n g ,  systems would be combined 

based on m i  n i  m i  z i  ng the subsidies . 

Q .  What are some poss ib le  combinations o f  t h i s  r a t e  conso l ida t ion  

a1 t e r n a t i  ve f o r  Pasco County's water systems? 

A.  There are several poss ib le  combi n a t i  ons , i nc l  udi ng consol i d a t i  ng two 

I 

- 13- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

1 20 

21 

22 

23 

24 

25 

systems under one u n i f i e d  r a t e  s t r u c t u r e ,  wh i l e  conso l ida t ing  the  other two 

systems under another u n i f i e d  r a t e  s t r u c t u r e .  Another would be t o  combine 

th ree  systems under a u n i f i e d  r a t e  s t ruc tu re ,  wh i l e  leav ing  the  f o u r t h  system 

on a stand-alone basis.  I would p o i n t  ou t ,  however, t h a t  i t  i s  imperat ive 

t h a t  U I F  provide s t a f f  w i t h  the  co r rec t  stand-alone ra tes  f o r  each system, o r  

else the  subsidies r e s u l t i n g  from the  d i f f e r e n t  combinations cannot be 

appropri a t e l y  ca l  cu l  ated. 

Q.  

A .  Yes, I have. 

Q .  Please share your comments. 

A .  F i r s t ,  as w i t h  the  water system, the  proposed BFCs for t he  Pasco County 

wastewater systems are n o t  based on t he  appropri a te  equi va len t  res iden t i  a1 

connection (ERC) meter equivalents as provided by the  American Water Works 

Associat ion (AWWA) o r  Rule 25-30.110, F l o r i d a  Admin is t ra t i ve  Code. As shown 

i n  the  l a s t  column on E x h i b i t  FJL-5, t h e  d i f f e r e n t i a l  between the  u t i l i t y ’ s  

BFCs f o r  meter sizes greater than 5/8” are cons is ten t l y  understated compared 

t o  the appropr iate ERC d i f f e r e n t i a l s  based on AWWA standards. This i s  an 

i n d i c a t i o n  t h a t  the  proposed ra tes  f o r  t h e  Pasco County wastewater systems are 

i ncor rec t  , whi ch means t h a t  s t a f f  cal  cu l  a t i  ons regarding po ten t i  a1 subsi d ies 

between t h e  Pasco County wastewater systems cannot be cal  cu l  ated c o r r e c t l y .  

Q .  Are there  other problems? 

A .  Yes. E x h i b i t  FJL-3 rep1 i ca tes  , w i t h  the exception o f  Marion County, the  

u t i  1 i t y  ’ s  MFR Schedules E-2 f o r  the  wastewater systems a t  cu r ren t  annualized 

r a t e s .  As shown a t  the  bottom o f  column (h) on p .  2 o f  E x h i b i t  FJL-3, Pasco 

County’s current ra tes  and b i  11 i ng determinants appear t o  generate revenues 

Have you reviewed U IF ’s  Pasco County wastewater f i l i n g ?  
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o f  $285,769 per i t s  Schedule E - 2 .  However, as also shown a t  the bottom o f  

column ( h ) ,  a ca l cu la t i on  o f  those same ra tes  and b i l l i n g  determinants y i e l d s  

revenues o f  $305,654, o r  $19,885 more than i s  shown on Pasco County’s Schedule 

E - 2  a t  cu r ren t  ra tes .  Furthermore, E x h i b i t  FJL-4 r e p l i c a t e s ,  a lso  w i t h  the  

except ion o f  Marion County, t he  u t i l i t y ’ s  MFR Schedules E-2 for the  wastewater 

systems a t  proposed r a t e s .  As shown a t  the bottom o f  column (h) on p .  2 o f  

E x h i b i t  FJL-4. the  proposed ra tes  appear t o  generate revenues o f  $362,832, 

w h i l e  a c a l c u l a t i o n  o f  t he  proposed ra tes  and b i l l i n g  determinants on t h a t  

page y i e l d s  revenues o f  $374,075, o r  $11,243 more than i s  shown on the  

corresponding MFR Schedule E-2 ,  p .  6 f o r  Pasco County. 

Q .  Why i s  t h i s  a problem? 

A .  These i nconsi stenci  es i ndi cate t h a t  either the  b i  11 i ng determi nants are 

i n c o r r e c t  o r  t h a t  the  proposed ra tes  may be t oo  h igh .  Staff i s  unable t o  

accurately ca l cu la te  t h e  subsidies f low ing  from one system t o  another under 

these circumstances. 

Q .  Are there  more problems w i t h  the Pasco County wastewater f i l i n g ?  

A .  Yes. A review o f  U I F ’ s  proposed wastewater gallonage charges ind ica tes  

t h a t  the  u t i  1 i t y  i s  proposing t o  e l  i m i  nate the  d i  f f e r e n t i  a1 between 

res1 dent i  a1 and general (or  commerci a1 se rv i ce .  However, t he  u t i  1 i t y  has 

provided no basis o r  support f o r  t h i s  proposed change. I n t e r e s t i n g l y ,  t he  

u t i l i t y  requested i n  Docket No. 930826-WS for Marion and P ine l l as  Counties 

t h a t  i t  be allowed t o  charge the  same wastewater charge for r e s i d e n t i a l  and 

general serv ice  customers. The u t i l i t y  made the same request i n  Docket No. 

940917-WS i n  a case i n v o l v i n g  Seminole, Orange and Pasco Counties. As 

discussed i n  Order No. PSC-94-0739-FOF-WS, issued on June 16, 1994, and i n  

I 
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Order No. PSC-95-0574-FOF-WS, issued on May 9 ,  1995, the Commission usua l ly  

author izes a d i f f e r e n t i a l  i n  the wastewater gallonage charge t o  r e f l e c t  t he  

allowance f o r  water used f o r  i r r i g a t i o n  and other purposes where the  water i s  

no t  co l  ected and t rea ted  by the  wastewater system. The Commission found i t  

appropr a te  i n  both the  aforementioned cases t o  continue a 20% d i f f e r e n t i a l  

i n  the  wastewater gallonage charge between the u t i  1 i t y ’ s  res iden t i  a1 and 

general serv ice  customers. 

I n  add i t i on ,  the  20% d i f f e r e n t i a 7  i s  Commission p r a c t i c e .  Since t h e  

wastewater gal 1 onage charges have been ca l  cu l  ated w i thout  a 

r e s i  dent i  a1 /general serv ice  d i  f f e r e n t i  a1 , the  resul  ti ng gal 1 onage charges are 

i n c o r r e c t .  Again, proposed ra tes  t h a t  are i ncor rec t  w i  11 preclude s t a f f ’ s  

appropri a te  subsi d i  es cal cu l  a t i  ons . 

Q .  Would you please summarize the problems associated w i t h  UIF’s Pasco 

County f i 1 i ng? 

A .  Yes. With regard t o  the  water system, due t o  the  f a i l u r e  o f  t he  u t i l i t y  

t o  p rov ide  i nformati on regardi  ng the appropri ate stand-a1 one ra tes  f o r  t he  

Wis -Bar  system, s t a f f  i s  unable t o  ca l cu la te  any subs id i za t i on  between systems 

t h a t  would r e s u l t  from moving from stand-alone ra tes  t o  s i n g l e  tariff p r i c i n g .  

Furthermore, because t h e  proposed ra tes  generate more revenue than i s shown 

on p .  3 o f  Pasco County MFR Schedule € 2 ,  e i t h e r  the  associated b i l l i n g  

determinants o r  the  proposed ra tes  contained i n  t h e  MFRs f o r  Pasco County may 

be i n c o r r e c t .  I f  the  proposed ra tes  are i n c o r r e c t ,  then s t a f f ’ s  subsidy 

analysis w i l l  a l so  be i n c o r r e c t .  I f  t h e  b i l l i n g  determinants f o r  Pasco 

County’s water systems are i n c o r r e c t ,  we w i l l  be unable t o  ca l cu la te  even 

stand-alone ra tes ,  should t h e  decis ion o f  t h e  Commission be t h a t  t h e  systems 
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remain on a stand-alone bas i s .  F i n a l l y ,  U I F ’ s  proposed BFCs appear i n c o r r e c t ,  

as t h e  ERC d i f f e r e n t i a l s  are not consistent w i t h  e i t h e r  the  requirements se t  

f o r t h  i n  Rule 25-30.110, F lo r i da  Admin is t ra t i ve  Code, o r  water i ndus t r y  

standards. This problem i s  y e t  another i n d i c a t i o n  t h a t  the proposed ra tes  are 

i n c o r r e c t  , which precludes an appropri a te  analysi s o f  subsidies as we1 1 . 

With regard t o  the wastewater system, the  u t i l i t y  has, w i thout  support,  

proposed t o  e l  i m i  na te  t h e  d i  f f e r e n t i  a1 between r e s i  dent i  a1 and general (or 

commerci a1 ) serv ice ,  which i s  not  only cont ra ry  t o  the Commission‘s f i n d  ngs 

i n  pr io r  U I F  cases, b u t  a lso  contrary t o  Commission p r a c t i c e .  Therefore, the  

c a l c u l a t i o n  o f  the  gallonage charges are i n c o r r e c t .  I n  add i t i on ,  U F ’ s  

proposed BFCs appear i n c o r r e c t  . These probl  ems are 1 ndi  c a t i  ons t h a t  the  

proposed ra tes  f o r  t he  wastewater system are i n c o r r e c t  . S t a f f  cannot perform 

an appropr iate subsidy analysis based on ra tes  t h a t  are i n c o r r e c t .  F i n a l l y ,  

because the  proposed ra tes  generate more revenue than i s  shown on p .  6 o f  

Pasco County MFR Schedule E - 2 ,  e i t h e r  the  associ ated b i  11 i ng determinants o r  

the  proposed ra tes  contained i n  the  MFRs f o r  Pasco County may be i n c o r r e c t .  

I f  the proposed rates are i n c o r r e c t ,  then staff’s subsidy analysis w i l l  also 

be i n c o r r e c t  . I f  t he  b i  11 i ng determi nants f o r  Pasco County’s wastewater 

systems are i n c o r r e c t ,  s t a f f  w i l l  be unable t o  ca l cu la te  even stand-alone 

ra tes .  

Based on the  problems enumerated above, s t a f f  i s  unable t o  ca l cu la te  

ra tes  on e i t h e r  a s i n g l e  tariff, consol idated o r  stand-alone basis.  

Therefore, I recommend t h a t  the  requested r a t e  r e l i e f  for Pasco County be 

denied. 

Q .  Have you reviewed U IF ’s  f i l i n g  f o r  i t s  water and wastewater systems i n  
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Semi no1 e County? 

A .  Yes, I have. 

Q .  

systems i n  Semi no1 e County? 

A .  Yes. Cur ren t ly ,  there  are e i g h t  water systems operat ing under a uniform 

r a t e  s t r u c t u r e ,  wh i l e  the  Oakland Shores system i s  p r i ced  on a stand-alone 

bas i s .  The u t i l i t y  proposes t o  combine the  Oakland Shores system w i t h  the  

other e i g h t  water systems, r e s u l t i n g  i n  a county-wide s i n g l e  t a r i f f  r a t e  

s t ruc tu re .  

Q .  

f i  1 i ng? 

A. Yes. The primary area o f  concern centers around the  appropriate 

customer count and r e s u l t i n g  ga l lons  s o l d  f o r  the  Oakland Shores system. As 

shown on E x h i b i t  (FS-l), Schedule No. 1 o f  u t i l i t y  witness Frank Seidman, the  

u t i l i t y  served an average o f  224 customers i n  the  Oakland Shores system dur ing 

the  t e s t  per iod .  However, according t o  t h e  Seminole County MFR Schedule E-2, 

p .  2, Oakland Shores accounted f o r  92 b i l l i n g  u n i t s  ( o r  16 customers) dur ing 

the t e s t  pe r iod .  Based upon t h i s  discrepancy, I do n o t  be l i eve  an appropriate 

analysis o f  t he  Oakland Shores system can be accomplished. 

Q .  I sn ’ t  i t  poss ib le  t o  appropr ia te ly  analyze the  Oakland Shores water 

system i f  one o f  t he  u t i l i t y ’ s  witnesses agrees t o  the  other wi tness’s 

customer count? 

A .  Assuming the  u t i l i t y ’ s  witnesses can agree on the  co r rec t  number o f  

customers i n  t h e  Oakland Shores system, the re  i s  s t i l l  t he  equa l ly  serious 

problem o f  knowing the  appropr iate number o f  ga l lons  t h a t  were b i l l e d  t o  the  

Would you please exp la in  U I F ’ s  requested r a t e  s t r u c t u r e  f o r  t he  w a t e r  

Are the re  problems associated w i t h  t h e  u t i l i t y ’ s  Seminole County water 
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system. The information on the pages o f  MFR Schedule E-14 represents a 

detai 1 ed accounti ng , by customer cl  ass, nieter si ze and i ndi v i  dua l  bi 11 i ng code 

based on the different service areas, of the b i l l i n g  units and gallons I sold 

during the tes t  period. As shown on Seminole County MFR Schedules E-14, p .  

94 and E - 2 ,  p .  2 ,  the  Oakl  and Shores system accounted for 96 bi  11 i ng units and 

1,664,330 gal 1 ons a t t r i  butabl  e t o  those bi 11 i ng uni ts duri ng the tes t  peri od .  

Since the information on Schedule E - 2 ,  p .  2 for Oakland Shores matches the 

detailed information shown on Schedule E-14, there i s  some level of assurance 

t h a t  the information i s  correct. However, Mr. Seidman’s reported count for 

Oakland Shores o f  224 customers i s  quite a serious discrepancy t h a t  must be 

resolved . 

Q .  

A .  I f  Mr. Seidman’s customer count i s  correct, t h a t  creates two addi t iona l  

problems. First ,  we have no d a t a  t h a t  indicates the number o f  gallons sold 

t o  those 224 customers. Second, the calculation o f  the current revenues for 

the Oakland Shores system as shown on Schedule E-2, p .  2 ,  i s  based on 16 

customers and the associated ga l lons  so ld ,  rather t h a n  on an average of 224 

customers and the associated gallons sold t o  those customers. Even more 

troubling is t h a t  t he  proposed rates for Seminole County as shown on Schedule 

E-2 ,  p .  3 appear t o  be based on 16 customers i n  Oakland Shores and the 

associated g a l l o n s .  I f  the correct number o f  customers served i n  the Oakland 

Shores area during the tes t  year was approximately 224, and a corresponding 

increase i n  the number o f  ga l lons  i s  also reflected, not only would the 

proposed single tari  f f  rates for Semi nole County be i ncorrect , b u t  the Oakl and 

Shores system might i n  fact be overearning. I n  any event, staff i s  unable t o  

What are the implications i f  Mr. Seidman’s customer count i s  correct? 
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ca lcu la te  the  appropriate subsidies,  t o  the  ex ten t  they e x i s t ,  between the 

Oakland Shores system and t h e  remaining e i g h t  water systems. 

Q .  

systems f 1 1 i ng? 

A .  Yes. As w i t h  the  Pasco County f i l i n g .  the  proposed base f a c i l i t y  

charges f o r  t he  Seminole County water system are n o t  based on the  appropr iate 

equi vat en t  r e s i  dent i  a1 connecti on (ERC) meter equi valents as prov i  ded by the 

American Water Works Associat ion (AWWA) o r  Rule 25-30.110, F lo r i da  

Admin is t ra t i ve  Code. As shown i n  the  l a s t  column on E x h i b i t  FJL-5, t he  

d i f f e r e n t i  a1 between the  u t i  1 i t y ' s  BFCs f o r  meter s i zes  greater than 5/8" are 

a1 1 consi s t e n t l y  understated compared t o  the  appropri a te  EKC d i  f f e r e n t i  a1 s 

based on AWWA standards. Th is  i s  an i n d i c a t i o n  t h a t  the  proposed ra tes  f o r  

the Semi no1 e County water system are i n c o r r e c t ,  which renders s t a f f  

ca7 cu l  a t i  ons regardi ng po ten t i  a1 subsi d ies between the  Semi nole County water 

systems i n c o r r e c t  as w e l l .  

Q .  

f i  1 i ng? 

A .  Yes. I t  appears t h a t  an i n c o r r e c t  number o f  gal lons was used t o  

c a l c u l a t e  both the  revenues based on cu r ren t  ra tes  and the proposed ra tes .  

In  a d d i t i o n ,  t he  u t i l i t y  h a s ,  wi thout  support and contrary t o  Commission 

p r a c t i c e ,  e l  i m i  nated t h e  r e s i  dent i  a1 /general serv ice  gal lonage charge 

d i  f f e r e n t i  a1 . Therefore, t h e  ca l  cul a t i  on o f  t he  proposed wastewater gallonage 

charge i s  i n c o r r e c t .  

Are there  any other'problems associated w i t h  the  Seminole County water 

Are the re  any problems associated w i t h  the  Seminole County wastewater 

Based on the  problems discussed above, s t a f f  i s  unable  t o  ca l cu la te  

Therefore,  I recommend t h a t  t he  s i n g l e  t a r i f f  ra tes  o r  stand-alone r a t e s .  
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requested r a t e  re1 i e f  f o r  Semi no le  County be denied. 

Q .  Have you also analyzed Schedules E-1, E-2 and E-14 contained i n  the  

u t i l i t y ’ s  MFRs which were sponsored by Mr. Lubertozzi w i t h  respect t o  the  
I 

b i l l i n g  determinants, p lus  the  cur ren t  and proposed ra tes  i n  each county? 

A .  Yes, I have. 

Q .  Do you have any comments t o  make regarding these schedules? 

A .  As discussed e a r l i e r ,  the  b i l l i n g  determinants and/or t he  proposed ra tes  

f o r  Pasco and Seminole Counties are suspect. I n  add i t i on ,  as discussed i n  

S t a f f  Aud i t  Exception no. 17 ,  which was no t  contested by the  u t i l i t y ,  a 2 ”  

bulk wastewater customer i n  Marion County was added dur ing  the  2001 t e s t  year .  

The u t i l i t y  reported the  actual  number o f  b i l l s  and ga l lons ,  ra ther  than 

present annual i zed b i  11 s and gal 1 ons , as would have been appropri a te .  

Q .  What i s  the e f f e c t  o f  no t  annual iz ing the bu lk  wastewater customer’s 

data i n  Marion County? 

A .  As shown a t  t he  bottom o f  column (h) on p. 1 o f  E x h i b i t  FJL-3, Marion 

County’s cur ren t  revenues are understated by $7,993 when compared t o  MFR 

Schedule E - 2 ,  p .  3 .  As shown a t  the bottom o f  column (h) on p .  1 o f  E x h i b i t  

FJL-4, Marion County’s proposed revenues are understated by $8,845 when 

compared t o  MFR Schedule E-2,  p .  4 .  Using the  unannualized number o f  ga l lons  

sol d when ca l  cu l  a t i  ng the  proposed ga l  1 onage charge u l  ti mately r e s u l t s  i n an 

overstatement o f  t h a t  charge. The c u r r e n t ,  annualized revenues shown a t  t h e  

bottom o f  column (h> on p .  1 o f  E x h i b i t  FJL-3 o f  $66,692 exceed the  u t i l i t y ’ s  

requested revenue l e v e l  f o r  Marion County o f  $63,789 as shown on MFR Schedule 

E - 2 ,  p.  4. Given t h i s  in fo rmat ion ,  I quest ion whether the  Marion County 

wastewater system i s  e n t i t l e d  t o  a r a t e  increase. 
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Q .  What are your recommended number o f  b i l l i n g  u n i t s  and ga l lons  so ld  

associ ated w i t h  the 2" bu lk  wastewater customer i n  Marion County? 

A .  Consistent w i t h  the  c a l c u l a t i o n  o f  t he  annualized revenues f o r  the  2" 

bu l k  customer as shown i n  S t a f f  Aud i t  Exception no. 1 7 ,  converted t o  a monthly 

b i l l i n g  bas is ,  I recommend 12 monthly b i l l i n g  u n i t s  and 5,384,615 gal lons 

sold . 

Q .  There are witnesses on behal f  o f  s t a f f  from both the  S t .  Johns and 

Southwest F1 o r i  da Water Management D i  s t r i c t s  , cor rec t?  

A. Yes. Mr. Dwight Jenkins i s  from the  S t .  Johns River Water Management 

D i s t r i c t  (SJRWMD), and Mr. Jay Y ing l ing  i s  from the  Southwest F l o r i d a  Water 

Management D i s t r i c t  (SWFWMD). Both gentlemen are appearing i n  t h i s  case as 

s t a f f  witnesses. 

Q .  Would you please exp la in  the  MOU t h a t  e x i s t s  between the  Commission and 

the  f i v e  Water Management D i s t r i c t s  (WMDs) , and how the  Commission and the 

WMDs work together i n  cases? 

A .  Yes. The Commission has a MOU w i t h  a l l  f i v e  WMDs. In June 1991, the  

Commission and the  f i v e  WMDs recognized t h a t  i t  i s  i n  the  pub l i c  i n t e r e s t  t h a t  

they engage i n  the  j o i n t  goal t o  ensure e f f i c i e n t  and conservative u t i l i z a t i o n  

o f  water resources i n  F l o r i d a ,  and t h a t  a j o i n t ,  cooperative e f f o r t  i s  

necessary t o  implement a n  e f f e c t i v e  s ta te -w i  de water conservation pol  i c y .  The 

MOU memori a1 i zes the common o b j e c t i  ves , p r i  n c i  p l  es and responsi b i  1 i t i e s  o f  

each agency i n  order t o  implement an e f f e c t i v e  state-wide water conservation 

pol i c y .  

Q .  

pub1 i c water systems? 

What are the common ob jec t ives  o f  t h e  two agencies as they r e l a t e  t o  
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A.  

t o  

Q *  

The common ob jec t ives  as s ta ted  

7 7 2  

n the  MOU inc lude.  b u t  are no t  1 i m i  t ed  

f o s t e r i  ng conservati  on and the reduc t ion  o f  w i  thdrawal demand I o f  

ground and surface water through, among other measures, employment 

o f  conservation promoting r a t e  s t ruc tu res ,  maximization o f  reuse 

o f  r e c l  aimed water, and through customer education programs ; 

e f f e c t i v e l y  empl oyi  ng the  techn ica l  exper t i  se o f  the WMDs 

regardi ng water resource devef opment and water resource 

management, and empl oyi  ng Commi s s i  on exper t i  se i n the  economic 

regu la t i on  o f  u t i l i t i e s  for t he  promotion of e f f i c i e n t  water 

consumption i n  the  pub l i c  i n t e r e s t :  and 

a requi rement t h a t  the  agencies S I  

i n fo rmat ion  regarding water 

avai 1 abi 1 i ty  problems. 

e i t h e r  M r .  Jenkins o r  Mr. Ying 

a1 1 exchange p e r t i  nent a v a i  1 ab1 e 

systems experi enci ng water 

i n g  made s p e c i f i c  r a t e  design 

requests on beha l f  o f  t h e i r  respect ive WMD? 

A .  Yes, both Mr. Jenkins and Mr. Y ing l i ng  make s p e c i f i c  r a t e  design 

requests based on t h e i  r respect ive Water Management D i  s t r i c t s  ’ rules and water 

supply concerns. The i r  s p e c i f i c  r a t e  design requests w i l l  be addressed i n  the 

fol 1 owi ng s e c t i  on o f  my testimony . 

Q .  Let’s move t o  the  discussion o f  the appropr iate design o f  w a t e r  

conservati  on-or iented r a t e s .  F i  r s t ,  please describe UIF’s current water r a t e  

design i n  each o f  i t s  f i v e  count ies.  

A.  Before I begin my discussion o f  t he  u t i l i t y ’ s  cu r ren t  and proposed water 

r a t e  designs, I wish t o  p o i n t  ou t  t h a t  I have included Pasco and Seminole 
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Counties i n  my discussion and ana lys is .  This i n  no way changes my e a r l i e r  

recommendation t h a t  the requested r a t e  re1 i e f  f o r  Pasco and Seminole Counti es 

be denied. However, I have chosen t o  inc lude Pasco and Seminole Counties i n  

my r a t e  design discussion i n  order t o  b e t t e r  i l l u s t r a t e  how U I F  has approached 

r a t e  design i n  t h i s  case. 

As shown on E x h i b i t  FJL-1, the  u t i l i t y  c u r r e n t l y  implements the  

t r a d i  ti onal base f a c i  1 i t y  charge (BFC) /uni  form gal 1 onage charge r a t e  

s t ruc tu re ,  b i l l e d  bi-monthly,  i n  almost a l l  o f  i t s  water systems included i n  

t h i s  f i l i n g .  However, as shown on p .  3 o f  E x h i b i t  FJL-1, there  are s l i g h t  

deviat ions i n  Pasco County. Three o f  the  Pasco County systems - Wis-Bar, 

Buena V is ta  and Summertree - are b i l l e d  monthly. I n  add i t i on ,  the  Wis-Bar 

system has a 3,000 g a l l o n  ( kga l )  a l lo tment  included i n  i t s  BFC, wh i l e  the  

Buena V is ta  system has a 5 kgal a l lo tment  included i n  i t s  BFC. F ina l ly ,  as 

shown on E x h i b i t  FJL-1, t he  u t i l i t y ' s  cu r ren t  ra tes  are designed t o  generate 

cos t  recovery percentages o f :  1) 33% BFC/67% gallonage charge i n  Marion 

County: 2) 29% BFC/71% gallonage charge i n  Orange County; 3) 72% BFC/28% 

gallonage charge i n  Pasco County; 4) 56% BFC/44% gallonage charge i n  P ine l las  

County; and 5) 30% BFC/70% gallonage charge i n  Seminole County. 

Q.  

f i l i n g .  

A .  As shown on E x h i b i t  FJL-2, t he  u t i l i t y  proposes v i r t u a l l y  no changes t o  

i t s  cu r ren t  r a t e  s t ruc tu res .  As discussed e a r l i e r ,  U I F  has proposed t o  

implement s i n g l e  tariff p r i c i n g  i n  Pasco and Seminole Counties, but  t o  

maintain the  kgal a l lotments f o r  t he  Wis-Bar and Buena V is ta  systems i n  Pasco 

County. U I F  has also proposed t o  implement monthly b i l l i n g  i n  a l l  f i v e  

Please describe U I F ' s  proposed water r a t e  design f o r  the systems i n  t h i s  
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count ies.  F i n a l l y ,  as shown a t  the bottoms o f  pages 3 through 5 o f  Exh ib i t s  

FJL-1 and FJL-2.  U1F has proposed t o  increase the  BFC cos t  recovery 

percentages i n Pasco, P i  ne1 1 as and Semi no1 e Counti es . 

Q .  

Did you analyze t h i s  proposal? 

I 

The u t i  1 i t y  has requested a change from b i  -monthly t o  monthly b i  11 i n g  . 

A .  I n  response t o  s t a f f ’ s  second s e t  o f  i n t e r r o g a t o r i e s ,  no. 55, U I F  

was asked t o  provide the  d e t a i l e d  add i t iona l  costs associated w i t h  a switch 

from bi-monthly t o  monthly b i l l i n g .  Each county’s cos t  per customer t o  

Yes. 

convert t o  monthly b i l l i n g ,  on both an annual and monthly bas is ,  i s  shown on 

E x h i b i t  FJL-6. The water ra tes  per kgal f o r  each county are a lso  shown i n  the  

l a s t  column on t h i s  e x h i b i t .  

Q .  

A ,  The add i t i ona l  monthly c o s t  per customer ranges from $.09 i n  Marion 

County t o  $ .17 i n Semi no1 e County. These addl ti onal charges are s i g n i  f i  can t l y  

less  than t h e  corresponding cur ren t  water ra tes  per kgal f o r  each county. The 

po ten t i  a1 ga l  1 onage charge savi ngs f o r  the customers by rece iv ing  water usage 

signals i n  a more t i m e l y  manner, when compared t o  the  c o s t  incur red  t o  provide 

t h e  customers t h i s  in fo rmat ion ,  make the conversi on from b i  -monthly t o  monthly 

b i l l i n g  a prudent dec is ion .  Furthermore, as discussed i n  the  test imonies o f  

Messrs. Jenkins and Y ing l i ng ,  both the  SJRWMD and the  SWFWMD advocate the use 

o f  monthly, ra the r  than b i  -monthly b i l l i n g .  Therefore, I recommend t h a t  t he  

conversion t o  monthly b i  11 i ng be approved. 

Q .  Do you have any comments regarding t h e  u t i l i t y ’ s  proposal t o  keep the  

kgal a l lotments i n  the  BFCs f o r  the Wis-Bar and Buena V is ta  systems i n  Pasco 

County? 

What conclusions do you draw from t h i s  e x h i b i t ?  
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A .  Yes. As I discussed i n  the s i n g l e  tariff p r i c i n g  p o r t i o n  o f  my 

testimony, keeping these a1 lotments i n  Pasco County’s water r a t e  s t r u c t u r e  

would r e s u l t  i n  i n e q u i t i e s  t o  other Pasco County water customers. I n  

add i t i on ,  as discussed i n  the  testimony o f  s t a f f  witness Y ing l i ng ,  UIF’s 

a1 1 otments are s i  gni f i  c a n t l y  greater than the  gui del  i nes contai  ned i n the  

“ I n t e r i m  Minimum Requi rements f o r  Water Conserving Rate Structures” used by 

the SWFWMD, and as recommended by the  American Water Works Associ a t i  on (AWWA) . 

I n  e f f e c t ,  according t o  Mr. Y i  ngl i ng, the  a1 lotments contained i n  the BFCs are 

i n  e f f e c t  f l a t  ra tes  which t h e  SWFWMD does n o t  consider t o  be water 

conserving. Mr. Y ing l ing  f u r t h e r  s ta tes  t h a t  the  permit tee may be required 

t o  demonstrate the revenue need t o  exceed the  15% suggested by the  AWWA. 

Q .  Has the  u t i l i t y  demonstrated any need t o  continue these gallonage 

a1 lotments? 

A .  I n  my opinion, no. As discussed p rev ious l y .  i n  response t o  s t a f f ’ s  

second s e t  o f  i n t e r r o g a t o r i e s ,  no. 56, U I F  s ta ted  that  i t  proposed t o  keep the  

kgal a l lotments i n  i t s  Pasco County r a t e  s t ruc tu res  “ t o  avoid confusion i n  the  

revenue c a l  cu l  a t i  on. ” 

Q.  What i s  your recommendation regarding U31F’s request t o  keep the kgal 

a l lotments i n  the BFCs f o r  t h e  Wis-Bar and Buena V i s t a  systems i n  Pasco 

County? 

A .  I recommend t h a t  the kgal a l lotments be discont inued. 

Q .  

P i  ne1 1 as and Semi no1 e Counties . 

A .  Yes. As shown i n  Exh ib i t s  FJL-1 and FJL-2, U I F  has proposed t o  

increase t h e  BFC cos t  recovery percentage i n :  1) Pasco County from 72% t o  76%; 

U I F  has proposed t o  increase the  BFC c o s t  recovery percentages i n  Pasco, 

Have you analyzed t h i  s request? 
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2) Pine l l as  County from 56% t o  57%; and 3) Seminole County from 30% t o  36%. 

Q .  

A .  No, I do no t .  As discussed i n  s t a f f  witness Y ing l i ng ’ s  test imony, I the  

u t i l i t y ’ s  Pasco and P ine l l as  County systems are loca ted  i n  the Northern Tampa 

Bay Water Use Caution Area, and s t a f f  witness Jenkins s ta ted  t h a t  a l l  o f  t he  

Do you agree w i t h  t h i s  proposal f o r  any o f  these counties? 

UIF systems i n  Seminole and Orange Counties are loca ted  w i t h i n  i d e n t i f i e d  

P r i o r i  t y  Water Resource Cauti on Areas. I n  these i nstances , the  WMDs advocate 

t h e  use o f  proper p r i c i n g  s igna ls  as an i ncen t i ve  f o r  customers t o  u t i l i z e  

proper conservation p r a c t i c e s .  

As a lso  discussed i n  the  test imonies o f  Messrs. Jenkins and Y ing l i ng ,  

t he  Water Management D i s t r i c t s ’  (WMDs) preference f o r  cos t  recovery i s  t h a t  no 

more than 40% be recovered through the  BFC. The cu r ren t  72% BFC cos t  recovery 

a l l o c a t i o n  f o r  UIF’s Pasco County systems i s  no t  cons is ten t  w i t h  t h e  i n t e n t  

o f  water-conservi ng r a t e  s t ruc tu res ,  as i t  g r e a t l y  exceeds the SWFWMD’s desi r e  

t h a t  t he  BFC percentage be as close t o  the  30% t o  40% range as i s  p r a c t i c a l .  

The BFC cos t  recovery f o r  the  P ine l l as  County system (Lake Tarpon) a lso  

exceeds 40% o f  revenues, leading the  SWFWMD t o  recommend t h a t  those f i x e d  

charges be lowered as w e l l .  Although UIF’s requested 36% BFC cos t  recovery 

i n  Semi no1 e County i s  w i t h i n  the preference l e v e l  o f  the  SJRWMD, i t  represents 

a move away from sending a stronger conservation p r i c i n g  s igna l .  

Q .  L e t ’ s  move t o  t h e  nex t  p o r t i o n  o f  your test imony. 

expl a i  n t he  concept o f  revenue requi rement r e a l  1 oca t i  on? 

A .  Yes. When a system has both a water and a wastewater system, revenue 

requi rement r e a l  1 oca t i  on sh i  f t s  a p o r t i o n  o f  t he  revenue requi rement i ncrease 

from one opera t ing  system t o  the o ther  opera t ing  system. A r e a l l o c a t i o n  may 

Would you please 
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f l ow  from a water system t o  i t s  corresponding wastewater system, o r  v i ce  

versa. 

Q.  Has the  Commission ever found i t  appropr iate t o  rea l l oca te  revenue 

requi rement i n  p r i o r  cases? 

A .  

cases. 

Q .  

the  Commission’s p r i o r  decisions? 

A .  T y p i c a l l y ,  r e a l l o c a t i o n  o f  revenue requirement i s  used t o  o f f s e t  the 

overearnings o f  a system, o r  i s  used t o  design a more conservat ion-or iented 

water r a t e .  

Q .  What has been the  c r i t e r i a  used by the Commission when making 

rea l  1 o c a t i  on deci s i  ons? 

A .  I n  p r i o r  Commission decis ions, r e a l l o c a t i o n  has occurred only when the  

combined water and wastewater systems shared, f o r  t he  most p a r t ,  a common 

customer base and a common serv ice  area. 

Q .  I n  your opinion, based on the  c r i t e r i a  used i n  prior Commission 

deci s i  ons , shoul d the  Commi s s i  on consi der revenue requi rement rea l  1 oca t ion  i n 

t h i s  case? 

A .  No. There are th ree  counties t h a t  have wastewater systems i n  t h i s  case: 

Marion, Pasco and Seminole. For reasons discussed e a r l i e r  i n  my testimony, 

I recommend t h a t  the  requested r a t e  r e l i e f  f o r  the  Pasco and Seminole County 

systems be denied. A review o f  the Marion county customer bases o f  t he  water 

and wastewater systems ind i ca tes  t h a t  w h i l e  t h e  water system serves the  Golden 

H i  11 s/Crownwood system, the  wastewater system serves the Crownwood area on ly .  

Yes, t he  Commission has rea l loca ted  revenue requirement i n  fou r  p r i o r  

What has been the  purpose o f  the revenue requirement rea l l oca t i ons  i n  
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Therefore, t he  number o f  customers and the areas served are s u f f i c i e n t l y  

d iss imi  1 a r  t o  not warrant rea l  l o c a t i o n  o f  Marion County’s wastewater revenue 

requi rement t o  i t s  water system. 

Q. 

your analysis o f  U F s  requested r a t e  design f o r  i t s  w a t e r  systems? 

A .  Yes. However, because t h i s  analysis leads t o  my i l l u s t r a t i v e  r a t e  

designs i n  which I r e l y  on the  u t i l i t y ’ s  b i l l i n g  data,  I have excluded Pasco 

and Semi no1 e Count1 es from t h i s  anafysi s f o r  t he  reasons prev ious ly  d i  scussed. 

I n  Marion and Orange count ies,  t h e  u t i l i t y  has appl ied the  proposed 

percentage revenue increase i n  t h a t  county i n  a v i r t u a l l y  uni form fashion t o  

both the  BFC and gallonage charges. For example, as shown i n  column (h) a t  

the  bottom o f  p .  1 o f  E x h i b i t  FJL-2, t he  u t i  1 i t y  i s  requesting a 31% increase 

i n  monthly serv ice  rate revenues i n M a r i  on County. Correspondi ng ly  , as shown 

i n  the  l a s t  column on page 1 o f  E x h i b i t  FJL-7, app l i ca t i on  o f  t h e  requested 

31% increase t o  both the BFC and gallonage charges r e s u l t s  i n  a v i r t u a l l y  

uni form d i  s t r i  b u t i  on o f  t he  requested i ncrease across a1 1 consumpti on l e v e l s  . 

S i m i  7 ar ly,  the u t i  1 i t y ’ s  requested monthly revenue increase i n  Orange County 

o f  91% i s  r e f l e c t e d  i n  the l a s t  column on p.  2 o f  E x h i b i t  FJL-7 as a v i r t u a l l y  

I 

Moving t o  the  next sec t ion  o f  your test imony, would you please describe 

uni form, across t he  board i ncrease. 

I n  P ine l l as  County, U I F  requested a 183% increase i n  revenues f o r  

Lake Tarpon system. However, U I F  d i d  n o t  apply i t s  requested increase as 

across the  board increase t o  the  BFC and gal lonage charges as i t  d i d  i n  Mar 

and Orange Counties. Rather, as discussed e a r l i e r  and i n  the  testimony 

t s  

an 

On 

o f  

s t a f f  wi tness Y ing l i ng ,  t h e  u t i l i t y  requested a s l i g h t  increase i n  the BFC 

cost a l l o c a t i o n  recovery percentage from 56% t o  57%. As shown i n  the  l a s t  
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column on p .  3 o f  E x h i b i t  FJL-7,  t h i s  would r e s u l t  i n  s l i g h t l y  greater 

percentage increases being rea l  i zed by customers w i t h  1 i t t l e  o r  no 

consumpti on, w i  t h  the percentage increase actual l y  decreasing as consumpti on 

r i s e s .  This type o f  r a t e  design, espec ia l l y  i n  a Water Use Caution Area as 

i s  t he  case w i t h  Lake Tarpon, i s  con t ra ry  t o  the  desires- o f  the  SWFWMD and i s  

a1 so cont ra ry  t o  Cornmi s s i  on p r a c t i  ce.  

Q .  How i s  the r a t e  design f o r  P ine l l as  County con t ra ry  t o  Commission 

prac t ice?  

A .  When u t i l i t i e s  are loca ted  w i t h i n  Water Use Caution Areas, i t  i s  

Commission p r a c t i c e  t o  design the  rates such t h a t  as consumpti on increases, 

the  customer must pay an i nc reas ing l y  g rea ter  share of the  cos t  o f  water. I n  

t h i s  way, customers have a stronger i ncen t i ve  t o  conserve as t h e i r  consumption 

i ncreases . The u t i  1 i t y  ' s  proposal does exac t l y  the  opposi t e :  as consumpti on 

i ncreases , t h e  proposed percentage i ncrease d i  m i  n i  shes. 

Q .  You mentioned e a r l i e r  t h a t  you w i l l  present a series o f  i l l u s t r a t i v e  

r a t e  designs. W i l l  t he  test imonies o f  Mr. Y ing l ing  and Mr. Jenkins a f f e c t  

your i 11 u s t r a t i  ve r a t e  designs? 

A .  Yes. Mr. Y ing l ing  has t e s t i f i e d  t h a t  s ince  the systems i n  Marion and 

P ine l las  Counties are w i t h i n  t h e  SWFWMD l i m i t s  f o r  per cap i ta  consumption, 

t h a t  t he re  i s  no requirement by the  SWFWMD t h a t  the  systems i n  Marion and 

P i  ne1 1 as Counties imp1 ement an i n c l  i n i  ng block r a t e  s t r u c t u r e .  However, Mr . 

Y ing l ing  does p o i n t  ou t  t h a t  t he  BFC a l l o c a t i o n  percentages proposed i n  bk" 

and P ine l l as  Counties should be reduced. 

Pa SC/Q 

Mr. Jenkins t e s t i f i e d  t h a t  a l l  o f  t he  u t i l i t y ' s  systems loca ted  i n  the 

SJRWMD are loca ted  i n  P r i o r i t y  Water Resource Caution Areas. He f u r t h e r  
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t e s t i f i e d  t h a t  t he  SJRWMD w i l l ,  pursuant t o  i t s  r u l e s ,  requ i re  U I F  t o  

implement conservation r a t e  s t ruc tu res ,  which are genera l l y  i n  the  form o f  

th ree  or four  t i e r  i n c l i n i n g  block ra tes .  
1 

Therefore, my i l l u s t r a t i v e  r a t e  designs which exp la in  how UIF ’s  proposed 

water r a t e  designs should be modif ied f o r  Marion, Orange and P ine l l as  Counties 

are based i n  l a rge  p a r t  on the  test imonies o f  Mr. Y ing l i ng  and Mr. Jenkins. 

This i s  i n  cooperation w i t h  t h e i r  respect ive WMDs, and cons is ten t  w i t h  our 

Memorandum o f  Understanding w i  t h  the i  r agenci es . Agai n ,  I have excluded Pasco 

and Seminole Counties from t h i s  ana lys is .  So t h a t  my ana lys is  and r a t e  design 

w i l l  be as comparable as poss ib le  t o  the  u t i l i t y ’ s ,  I have based E x h i b i t  FJL-8 

on U I F ’ s  requested revenues from monthly serv ice  ra tes  o f  $199,342 from Marion 

County, $158,825 from Orange County and $156,620 from P ine l l as  County, as we l l  

as UIF’s correspondi ng b i  11 s , ERCs and gal 1 ons f o r  those respec t ive  counties 

Q, Please expl a i n  i n  general terms what i 1 l u s t r a t i  ve r a t e  designs you w i  1 

be recommending f o r  U I F ’ s  water systems. 

A .  My i l l u s t r a t i v e  rate designs f o r  Marion and P ine l l as  Counties w i l  

center around a t r a d i  ti onal BFC/gall onage charge r a t e  s t r u c t u r e ,  whi 1 e my 

i l l u s t r a t i v e  r a t e  design for Orange County w i l l  be based on t h r e e - t i e r  

i n c l i n i n g  block ra tes .  All o f  my i l l u s t r a t i v e  r a t e  designs may be considered 

conservati  on-or i  ented. 

Q .  

County water system. 

A .  As shown on p. 1 o f  E x h i b i t  FJL-8, I have ca l cu la ted  t h e  p r i c e  increases 

f o r  the  Marion County systems under four d i f f e r e n t  scenarios. Although an 

i n c l i n i n g - b l o c k  r a t e  s t r u c t u r e  i s  not requ i red  i n  t h i s  case, one method of  

Please begin w i t h  your i l l u s t r a t i v e  r a t e  design o f  t h e  u t i l i t y ’ s  Marion 
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making the rate structure more conservation-oriented i s  by s h i f t i n g  sone o f  

the cost recovery from the BFC t o  the gallonage charge. 

Q .  How should a n  appropriate BFC a l l o c a t i o n  percentage be designed? 

A .  The appropriate BFC allocation percentage i s  one t h a t  permits the 

u t i l i t y  t o  recover a significant share o f  i t s  fixed costs while a t  the same 

time sending customers the proper pricing signals t o  encourage them t o  control 

thei r water usage. 

Q .  Would you please explain? 

A.  There are several t h i n g s  t o  keep i n  mind when selecting an appropriate 

BFC vs. gallonage charge allocation. Due t o  revenue stabil i ty concerns, one 

should exerc-i se cauti on when the BFC a1 location percentage i s decreased such 

t h a t  the new BFC i s  less t h a n  the current BFC. In  a d d i t i o n ,  when there is an 

exceptional l y  seasonal customer base, a compari son should be made between the 

percentage increases a t  very low or no consumption levels vs. the overall 

percentage increase t o  the system. I recommend caution i f  there i s  a great 

d i  spari t y  between these percentages, as the u t i  1 i t y  nay not  recover sufficient 

revenues during part o f  the year. 

Q .  Do you agree i n  theory t h a t  placing more o f  the cost recovery burden i n  

the gallonage charge places the u t i l i t y  a t  risk for greater revenue 

ins t ab i  1 i ty?  

A .  I n  theory, a move away from revenues generated through fixed charges t o  

revenues generated through gal  1 onage charges w i  11 increase the uncertai n ty  

about  the revenue stream. In practice, however, the variability o f  revenue 

received exists w i t h i n  a continuum. For example, i f  the Commission were t o  

set the BFC a t  zero, making the u t i l i t y ’ s  revenue requirement t o t a l l y  
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dependent on the  number o f  gal lons sold,  i n  months o f  extremely low usage 

there  could be the  r i s k  t h a t  revenues generated might no t  cover f i x e d  cos ts .  

This s i t u a t i o n  could p l  ace the  u t i  1 i t y  a t  g rea ter  r i s k  . A t  the other extreme, t 

the  Commission could s e t  t he  BFC a t  100% o f  t h e  u t i l i t y ’ s  revenue requirement 

and thereby e l  i m i  nate any v a r i  abi 1 i t y  i n  revenue associ ated w i t h  usage. 

Q .  W i l l  p l ac ing  l ess  than 33% o f  the u t i l i t y ’ s  cos t  recovery burden on t h e  

BFC i n  Marion County place the  u t i l i t y  a t  a g rea ter  r i s k  f o r  revenue 

i nstabi 1 i ty?  

A .  Yes. However, an analysis o f  the b i  11 i ng data f o r  Marion County reveals 

average consumpti on per r e s i  dent i  a1 customer o f  approximately 7 . 7  kgal per 

month, and does n o t  i ndi ca te  an excepti  onal l y  seasonal customer base. 

Therefore, I be l ieve  t h e  magnitude o f  the  cos t  recovery s h i f t s  r e s u l t i n g  i n  

a BFC a1 1 o c a t i  on percentage o f  25% are i ns i  gni f i  cant compared t o  the  resul  ti ng 

improved conservation p r i c i n g  s ignals sent t o  customers, wh i l e  a t  the  same 

t ime mini m i  z i  ng the  p r i  ce i ncreases for 1 arge ly  nondi s c r e t i  onary use. 

Q .  You mentioned e a r l  i e r  t h a t  the appropri a te  BFC a1 l o c a t i o n  percentage i s  

one t h a t  permits the  u t i l i t y  t o  recover a s i g n i f i c a n t  share o f  i t s  f i x e d  costs  

whi 1 e a1 so sendi ng customers the proper conservat i  on p r i  c i  ng s i  gnal s . How 

would t h i s  analysis be performed? 

A .  This analysis i s  based on the f a c t  t h a t  there  w i l l  be a c e r t a i n  basel ine 

“ f i x e d ”  l e v e l  o f  water s o l d  t o  customers dur ing  the  year .  I n  the  case o f  

Marion County, I b e l i e v e  i t  i s  reasonable t o  assume t h i s  basel ine l eve l  i s  

represented by o n e - t h i r d  o f  water so ld  t o  the  u t i l i t y ’ s  customers. It is  n o t  

necessary f o r  100% o f  t h e  u t i l i t y ’ s  f i x e d  costs t o  be recovered s o l e l y  through 

the BFC i f  a combination o f  t he  BFC and t h e  revenues generated by t h i s  
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basel ine l e v e l  o f  usage combine t o  cover f i x e d  cos ts .  A f t e r  f i x e d  costs are 

recovered, i t  i s  e n t i r e l y  appropriate f o r  t he  incremental va r iab le  costs t o  

be recovered through the revenues generated by t h e  number o f  gal lons so ld .  

Q.  Have you performed the  analysis j u s t  described f o r  Marion County? 

A .  Yes, I have. Based on a 25% BFC, t he  revenues generated from the 

r e s u l t i n g  BFCs, based on the  simp1 i f y i  ng assumpti on t h a t  a1 1 meters are 5 /8” ,  

p lus  o n e - t h i r d  o f  the  kgals so ld  i n  Marion County dur ing  the  t e s t  year y i e l d  

s l i g h t l y  g rea ter  than $70 ,000 .  This f i g u r e  i s  greater than the  u t i l i t y ’ s  

proposed f i x e d  charge revenue amount o f  $65,499 as shown a t  the bottom o f  

column (9) on p .  1 o f  E x h i b i t  FJL-2. 

Q .  

A .  As shown on page 1 o f  t h i s  e x h i b i t ,  a p re fe rab le ,  more conservation- 

o r ien ted  r a t e  s t r u c t u r e  t o  t h a t  proposed by U I F  i s  one t h a t  i s  based on a BFC 

cost  recovery a l l o c a t i o n  l e v e l  o f  l ess  than the 33% proposed by U I F .  This 

r e s u l t s  i n  p r i c e  s igna ls  sent t o  the medium and h igh  consumption users which 

are grea ter  than the p r i c e  increases based on a BFC o f  33%. My recommendation 

i s  based upon a balancing o f  the  u t i l i t y ’ s  f i n a n c i a l  s t a b i l i t y  and genera l l y  

accepted conservation p r i  nc i  p l  es . 

Q .  

County water system. 

What does the  analysis on p .  1 o f  E x h i b i t  FJL-8 reveal? 

Please exp la in  your i l l u s t r a t i v e  r a t e  design o f  the u t i l i t y ’ s  P ine l l as  

A .  As shown on p.  6 o f  E x h i b i t  FJL-8, I have ca l cu la ted  the  p r i c e  increases 

f o r  t he  P i n e l l a s  County system under f o u r  d i f f e r e n t  scenarios i n  a manner 

s i m i l a r  t o  t h a t  o f  the Marion County systems. Although an i n c l i n i n g - b l o c k  

r a t e  s t r u c t u r e  i s  no t  requ i red  i n  P ine l l as  County, I have explored d i f f e r e n t  

BFC percentage a l l oca t i ons  as a method o f  making the r a t e  s t ruc tu re  more 
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conservati  on -o r i  ented. 

Q .  

Lake Tarpon system? I 

A .  An analysis o f  the  b i l l i n g  data f o r  t h i s  system ind i ca tes  t h a t  

approximately 30% o f  the  res iden t i  a1 customer b i  11s are a t  consumption l e v e l s  

o f  1 kgal o r  l e s s ,  an-d almost 50% o f  these b i l l s  are captured a t  consumption 

l e v e l s  o f  2 kgal o r  l e s s .  This i nd i ca tes  a very seasonal customer base. As 

I s ta ted  e a r l i e r ,  cau t ion  should be used when designing an appropr iate BFC 

a l l o c a t i o n  f o r  a very seasonal customer base. 

How should an appropriate BFC a l l o c a t i o n  percentage be designed f o r  the  

My ana lys is  included as a p o i n t  o f  comparison the  u t i l i t y ’ s  request t h a t  

57% o f  t he  revenue recovery be included i n  t h e  BFC. I n  order t o  make t h i s  

r a t e  s t r u c t u r e  more conservati  on or ien ted ,  I then 1 owered the  BFC percentages 

t o  a range between 30% and 50%. 

Q .  

A .  U I F  has requested a revenue increase i n  P ine l las  County o f  183%. 

However, as shown on p .  6 o f  E x h i b i t  FJL-8, t h e  percentage p r i c e  increases a t  

a BFC o f  40% y i e l d  increases ranging from 103% f o r  a customer w i t h  no 

consumption t o  161% f o r  a customer using 2 kga l .  The corresponding 

percentages are even lower a t  a BFC o f  30%. I am concerned t h a t  p lac ing  40% 

o r  less o f  t h e  u t i l i t y ’ s  cost  recovery burden i n  the  BFC i n  P ine l l as  County 

w i l l  p lace t h e  u t i l i t y  a t  a greater r i s k  f o r  revenue i n s t a b i l i t y .  I n  t h i s  

case, a ba l  anci ng o f  t he  u t i  1 i t y  ’ s  f i nanci a1 s tab i  1 i t y  and general l y  accepted 

conservati  on p r i  nc i  pl es must be consi dered. 

Q .  You s t a t e d  t h a t  your i l l u s t r a t i v e  r a t e  design f o r  Orange County would 

be based on i n c l i n i n g  block r a t e s .  Please exp la in  the steps involved i n  

What d i d  your analysis reveal? 
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eval ua t i  ng and ea1 cul  a t i  ng an i nc l  i n i  ng block r a t e  s t r u c t u r e .  

A. There are several steps invo lved i n  eva lua t ing  and c a l c u l a t i n g  an 

i n c l i n i n g - b l o c k  r a t e  s t ruc tu re ,  i nc lud ing  b u t  no t  l i m i t e d  t o  determining: 1) 

t h e  appropri a te  “conservation adjustment, ” i f any; 2) the  appropri a te  usage 

b locks :  and 3)  the appropriate usage b lock  r a t e  f a c t o r s .  

Q. Please describe your i 11 u s t r a t i v e  r a t e  designs f o r  Orange County. 

A .  Consistent w i t h  the ru les  o f  the  SJRWMD, I recommend an i n c l i n i n g  block 

r a t e  s t r u c t u r e  for Orange County. I n  E x h i b i t  FJL-8, t he  analysis i s  f i r s t  

categor ized by the se lec t i on  o f  d i f f e r e n t  usage blocks.  I be l ieve  one 

combination o f  usage blocks t h a t  mer i t s  cons idera t ion  i s  f o r  usage a t  0-10 

kga7, 10-20 kga l ,  and 20+ kgal (0-10-20 k g a l ) .  This s e t  o f  usage blocks i s  

presented on pages 2 and 3 o f  E x h i b i t  FJL-8. The second combination o f  usage 

blocks,  presented on pages 4 and 5 o f  E x h i b i t  FJt-8,  i s  f o r  usage a t  0-8 

kga l ,  8-16 kga l ,  and 16+ kgal (0-8-16 k g a l ) .  

For each s e t  o f  usage blocks evaluated, there  are two a l te rna t i ves  f o r  

BFC vs. gal lonage charge cos t  recovery: BFC = 29%, wt 

UIF’s proposal ,  and BFC = 25%. For example, p .  2 o f  

on usage blocks o f  0-10-20 kga l ,  w i t h  a BFC a l l o c a t  

E x h i b i t  FJL-8 a lso  examines t h e  0-10-20 kgal usage 

i c h  i s  cons is ten t  w i t h  

E x h i b i t  FJL-8 i s  based 

on o f  29%. Page 3 o f  

b locks,  b u t  a t  a BFC 

a l l o c a t i o n  o f  25%. The lower the  BFC a l l o c a t i o n  percentage, and, there fore ,  

the grea ter  t he  gal 1 onage charge a1 1 o c a t i  on percentage, t h e  more conservati  on 

o r ien ted  t h e  r a t e  i s  considered. 

The same pa t te rn  i s  repeated f o r  pages 4 and 5 o f  E x h i b i t  FJL-8, b u t  f o r  

the  0-8  kgal , 8-16 kgal and 16+ kgal usage b locks .  F i n a l l y ,  pages 2 through 

5 contains the  same 4 se ts  o f  usage block r a t e  f a c t o r s :  1) l / l / l :  2) 
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1/1.25/1.5; 3 )  1/1.25/2; and 4) 1/1.5/2. 

Q. What does an analysis o f  pages 2 through 5 o f  E x h i b i t  FJL-8 reveal? 

A .  F i r s t ,  a BFC o f  25% i s  necessary i n  order t o  generate percentage p r i c e  

i ncreases t h a t  steadi l y  c l  imb w i t h  consumpti on. This i s consi s t e n t  w i t h  

Commission p r a c t i  ce. Therefore, comparing the  percentage p r i c e  increases on 

p .  3 t o  those corresponding increases on p .  5 o f  E x h i b i t  FJL-8. usage block 

r a t e  fac to rs  o f  e i t h e r  1/1.25/2 or 1/1.5/2 r e s u l t  i n  the  grea tes t  magnitude 

o f  p r i c e  i ncrease d i  f f e r e n t i  a1 between 1 ow vs . high water consumption. Based 

on a BFC o f  25% and usage block r a t e  fac to rs  o f  e i t h e r  1/1.25/2 o r  1/1.5/2, 

there  i s  l i t t l e  d i f f e rence  when comparing the p r i c e  changes generated by the  

0-10-20 kgal usage blocks v s .  the  0-8-16 kgal usage blocks.  U l t ima te l y ,  I 

recommend the  usage blocks o f  0-8-16 kgal because s l i g h t l y  more customers w i l l  

be subject t o  the r a t e  i n  the  t h i r d  t i e r .  

Q.  Please describe U I F ’ s  proposed wastewater r a t e  designs. 

A .  I have excluded Pasco and Seminole Counties from t h i s  analysis f o r  the  

reasons p rev i  ously d i  scussed. I n  Marion County, U I F  has proposed t o  a1 1 ocate 

i t s  requested percentage increase i n  revenues i n  an across t h e  board fashion 

s i m i l a r  t o  i t s  proposed water system r a t e  design. 

Q .  Have you designed wastewater ra tes  f o r  t he  Marion County system? 

A .  No. As I discussed e a r l i e r  i n  my testimony, based on an  annual izat ion 

of Marion County’s wastewater b i  11 i ng determi nants , the  resu l  ti ng revenues 

generated under cur ren t  ra tes  i s  g rea ter  than the u t i  1 i t y ’ s  requested 

revenues. The Marion County wastewater system may be overearni ng ; the re fo re ,  

I have n o t  ca l  cu l  ated i 11 u s t r a t i  ve wastewater r a t e s .  

Q .  

I 

, 

Moving on t o  the  nex t  p o r t i o n  o f  your test imony, you have read s t a f f  
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witness Y ing l i ng ’ s  discussion o f  the 1999 P r i ce  E l a s t i c i t y  Study, cor rec t?  

A .  Yes, I have. 

Q. Do you be l ieve  a reduc t i on  i n  water demand (repression) w i l l  occur i n  

t h i s  case, and, i f  so, how should the demand reduc t ion  be estimated? 

Q .  Yes. I be l ieve  i t  i s  reasonable t o  expect a reduc t ion  i n  demand 

(repression) caused by an increase i n  the  water r a t e s .  I a lso  be l ieve  i t  i s  

reasonable t o  estimate demand reductions based on the  long-run p r i c e  

e l a s t i c i t i e s  found i n  t h e  D i s t r i c t ’ s  study and discussed i n  Mr. Y ing l ing ’s  

test imony. S p e c i f i c a l l y ,  Mr. Y ing l ing  t e s t i f - i e s  t h a t  when gallonage pr ices  

are below $1.50 per kga l ,  p r i c e  e l a s t i c i t y  i s  est imated t o  be : f o r  

gal lonage p r i ces  between $1.50 per kgal and $3 .00 .  the  p r i c e  e l a s t i c i t y  i s  

p r ices  above $3.00 per kgal , p r i c e  

Furthermore, as t e s t i f i e d  by Mr. 

estimated t o  be -0.682: and f o r  gallonage 

e l a s t i c i t y  i s  estimated t o  be -0.247. 

Yingl i n g ,  i t  can be expected t h a t  50% o f  t 

i n  the  f i r s t  year.  

Q .  Do you have any concluding remarks? 

le l ong- run  p r i c e  impact w i l l  occur 

A .  Yes, I do. My recommendations are based who1 y on the  u t i l i t y ’ s  

proposed f i l i n g .  minus t h e  requested r a t e  r e l i e f  i n  Pasco and Seminole 

Counties. To the ex ten t  my recommendations are used i n  s t a f f ’ s  f i n a l  

recommendation i n  t h i s  case, t h e  r a t e  ca l cu la t i ons  should be based on s t a f f ’ s  

f i n a l  recommended revenue requi  rement, as we1 1 as on s t a f f ’ s  f i n a l  recommended 

b i  11 s , ERCs and consumpti on. 

Q .  

A .  Yes. 

Does t h i s  conclude your testimony? 
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BY MS. HOLLEY: 

Q 
A Yes. 

Q 

A Good afternoon. My testimony covers a number o f  

And have you prepared a summary o f  your testimony? 

Please provide t h a t  f o r  us. 

issues, many o f  them already s t ipu la ted  to .  However, the 

primary issue i n  question now i s  whether s t a f f  has adequate 

information t o  ca lcu late rates for the U t i l i t y ' s  Pasco and 

Seminole County systems. I n  addit ion, based on the u t i l i t y ' s  

request t o  consol ida te  rates i n  Pasco and Seminole Counties, I 

recommend t h a t  an analysis be performed t o  evaluate the 

magnitude o f  the subsidies resu l t i ng  from the u t i l i t y ' s  

request Th is  concludes my testimony - - summary. Don't we 

wish i t  concluded my testimony. 

MS. HOLLEY: The witness i s  tendered f o r  cross. 

COMMISSIONER DEASON: M r .  Burgess. 

MR. BURGESS: Yes. Commissioner, one o f  the things 

tha t  happened a t  the beginning o f  the hearing i s  a l o t  was made 

o f  the testimony o f  Ms. Lingo i n  her deposition. And I 

represented a l o t  about, you know, what she had said and what 

i t  meant. And, you know, one o f  the th ings, a f t e r  speaking 

w i th  her a f t e r  tha t ,  I f e l t  l i k e  she, i f  she chose t o ,  ought t o  

have an opportunity t o  perhaps address tha t  record. 

I want t o  be - - i t '  s not qu i te  cross-examination, but 

I was going t o  ask her i s  there anything t h a t  she needs t o  add 
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t o  correct  any impressions o r  misimpressions tha t  have been 

given t o  the Commission as t o  her in tent ions w i th  regard t o  her 

deposit ion and what information she was looking f o r  fo l lowing 

tha t  deposition. And so, I guess what I want t o  do i s  - -  t ha t  

i s  not  q u i t e  i n  the l i n e  o f  cross-examination, but a l e r t  you 

and a l e r t  M r .  Friedman t h a t  t ha t  i s  what I am going t o  ask, and 

then j u s t  ask it. 

CROSS EXAMINATION 

BY MR. BURGESS: 

Q Ms. Lingo, i s  there anything about the 

representations t h a t  were made w i t h  regard t o  your i n t e n t  f o r  

addi t ional  - - seeking addi t ional  information o r  not seeking 

addi t ional  information t h a t  you would l i k e  t o  go on record as 

t e l l i n g  the Commission what you had i n  mind? 

A What I had i n  mind and what I have i n  mind i s  t ha t  

the addi t ional  information w i l l  be evaluated by advisory s t a f f ,  

t ha t  i s  why my testimony stands as wr i t ten .  But the addit ional 

information may, i n  fac t ,  complete the record i n  t h i s  case f o r  

Pasco and Seminole Counties. So my standard caveat t o  the new 

addi t ional  information i s  i f  the addi t ional  information i s  what 

the u t i l i t y  purports i t  t o  be, and i f  the addi t ional  

information corrects the problems w i th  the f i l i n g  which I 

discuss i n  my testimony, then s t a f f  may, indeed, have adequate 

information t o  calculate rates f o r  Pasco and Seminole Counties. 

But, again, I underscore the f a c t  t h a t  the evaluation o f  
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whether the addit ional information adequately resolves the 

problems i n  my testimony i s  up t o  advisory s t a f f  and then 

u l t ima te l y  the Commissioners. 

Q Thank you, Ms. Lingo. .Now, I have a question w i th  

regard t o  the f i l i n g s ,  the number o f  f i l i n g s .  You p r i n c i p a l l y  

provide analysis and testimony on t h a t  which i s  contained i n  

the E Schedules, i s  t h a t  correct? 

A Yes. 

Q Do you know, can you t e l l  me how many times the 

E Schedules have been f i l e d  o r  r e f i l e d  i n  t h i s  case? 

A We evaluated port ions o r  a l l  o f  e igh t  d i f f e r e n t  

f i l i n g s  o f  the U t i l i t y ' s  E Schedules before I f i l e d  my 

t e s t  i mony . 
Q And when you say e ight  d i f f e r e n t ,  you mean e ight  

sequential ly? You don ' t  mean w i th  several a t  one time, you 

mean e igh t  t ha t  one would come in ,  and then l a t e r  a r e f i l i n g  

would come i n ?  

A What I mean i s  we would receive a f i l i n g ,  l e t ' s  say, 

i n  June, and then subsequently i n  September some or port ions o f  

t h a t  f i l i n g  might have been revised and we would receive that .  

When I ind icate f i l i n g s ,  I do not necessari ly ind icate tha t  the 

e n t i r e  E f i l i n g  would have been revised, j u s t  mainly i t  would 

be the E - l s ,  o r  E - & ,  or E-14s. 

Q Now, when a company would r e f i l e  these, I assume t h a t  

i s  because they had received some type o f  ind ica t ion  tha t  they 
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were d e f i c i e n t  i n  some way, the previous f i l i n g  was de f ic ien t  

i n  some way, i s  t ha t  r i g h t ?  

A 

f i l i n g ,  yes. 

Q 

That s t a f f  noticed tha t  there were problems i n  the 

And when s t a f f  noticed there were problems i n  the 

f i l i n g s ,  d i d  s t a f f  seek t o  communicate t o  the company what 

those problems were? I n  other words, what I ' m  ge t t ing  a t  i s  

d i d  s t a f f  t r y  t o  help them out as t o  what they were looking 

f o r ,  o r  d i d  you j u s t  say, "These are i n s u f f i c i e n t .  Ref i le . "?  

A No, whenever we would receive a new f i l i n g ,  we 

t y p i c a l l y  would go over the information, and then there would 

be a phone c a l l  t o  the u t i l i t y  t r y i n g  t o  o u t l i n e  where we 

thought the  problems were i n  t h a t  f i l i n g .  

Q So even w i th  the Commission s t a f f ' s  guidance as t o  

what they were seeking, i t  took e igh t  d i f f e r e n t  times before 

you received the schedules upon which your testimony i s  based, 

i s  t h a t  r i g h t ?  

A Yes. 

Q And i f  I 

could take you t o  a 

ook a t  your schedule, your testimony, i f  I 

couple o f  areas i n  your testimony and ask 

you t o  explain a few o f  your points. 

Page 12 o f  your testimony. 

I f  I could take you t o  

A Yes. 

Q 

Exh ib i t  1, which has now been i d e n t i f i e d  w i t h  an exh ib i t  number 

And beginning on Line 8 i t  ind icates tha t  your 
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f o r  the  hearing, but t ha t  your P r e f i l e d  Exh ib i t  1 was a 

r e p l i c a t i o n  o f  the u t i l i t y ' s  MFR Schedules E - 2 ,  i s  t h a t  r i g h t ?  

A Yes. 

Q And t h a t  you rep l i ca ted  them a t  f i r s t  a t  the current 

annualized ra te ,  i s  t ha t  r i g h t ?  

A Yes. 

Q Now, do I understand co r rec t l y  from your subsequent 

statement t h a t  f o r  Pasco County, and I am beginning on Line 10, 

f o r  Pasco County the current ra te  b i l l i n g  determinants could 

not be reconci led t o  the  other MFRs, i s  t h a t  a correct  

assessment? 

A It ind icates tha t  my schedule d i d  not reconci le  t o  

the E - 2  Schedule. 

Q Well, would you explain what your schedule was, then, 

please? 

A 

Schedules. And what Exh ib i t  FJL-1 f o r  Pasco County ind icates 

i s  t h a t  a t  current revenues, the ca l cu la t i on  o f  the  b i l l i n g  

determi nants and the  rates actual 1 y y i  el ded revenues o f  

approximately $32,000 greater than what was shown i n  the 

U t i l i t y ' s  E-2 Schedule f o r  Pasco. 

My Exh ib i t  FJL-1 rep l i ca ted  the  u t i l i t y ' s  E - 2  

Q A l l  r i g h t .  And i f  I take i t  fu r the r  down, i t  

ind icates t h a t  there was also a discrepancy o f  even a greater 

amount f o r  the proposed rates f o r  Pasco County, correct? 

A Yes. 
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4 And t h i s  was f o r  - -  both o f  these t h a t  we have j u s t  

spoken o f  was f o r  the water system, i s  t h a t  correct? 

A Yes. 

Q Okay. Could I get you . t o  look a t  Page 14, as wel l ,  

p l  ease. 

A Yes. 

Q A l l  r i g h t .  A t  t h i s  po in t  - -  okay. We were t a l k i n g  

about Pasco County water rates proposed and annual i zed 

h i s t o r i c ,  and here we are speaking o f  - - you are referencing 

another se t  o f  rates, t h i s  would appear t o  be Pasco County 

wastewater rates,  i s  t h a t  correct? 

A Yes. 

Q Okay. And i t  looks l i k e  t h a t  you have discrepancies 

i n  these, as we l l ,  i s  t h a t  correct? 

A Yes. 

Q And then fu r ther  down i n  the paragraph, down i n  the 

f i r s t  paragraph o f  Page 15, i t  appears there are discrepancies 

as well  i n  the Pasco County wastewater rates f o r  the proposed 

rates, as we l l ,  i s  t h a t  correct? 

A Yes. 

Q Do you know what the problems were t h a t  were causing 

these d i  screpanci es? 

A Subsequent t o  the f i l i n g  o f  my testimony we were able 

t o  f i gu re  out  t h a t  the problem probably was w i th  the Orangewood 

system and i t s  conversion from bi-monthly t o  monthly rates. 
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Q And, again, t h i s  the eighth i t e r a t i o n  o f  these 

schedules t h a t  have been presented t o  s t a f f  w i t h  s t a f f  advice 

on how 

A 

4 
again 

A 

4 

t o  correct  the problems? 

Yes. 

Okay. I f  I go t o  Page 20, then I see t h a t  you ' re  

- here your switching t o  Seminole County, i s  t h a t  r i g h t ?  

Yes. 

Now, i t  appears tha t ,  again, the same discrepancies 

e x i s t  w i t h  both h i s t o r i c  and proposed rates. And, again, w i th  

both water and wastewater, i s  t h a t  correct? I see w i t h  

wastewater beginning on Line 16, so we have t h a t  problem wi th  

wastewater on Line 16. 

A Right. It i s  not the same problem as was w i th  Pasco, 

the Pasco County system. 

Okay. Would you explain t o  me what the problem was Q 
tha t  you found w i th  Semi no1 e County wastewater f i  1 i ng? 

A When we were examining the E-2 Schedules and t y i n g  

them back t o  the d e t a i l  t h a t  i s  found on the E-14 Schedules, we 

could not  reconci le the number o f  gal lons t h a t  were used on the 

E - 2  Schedule f o r  one o f  the systems, f o r  the res ident ia l  5/8ths 

inch meter w i th  the information tha t  we found on the E-14. 

Q Okay. Could I get you t o  look a t  Page 21, please? 

A Yes. 

Q 

me i s  t h i s ,  again, a discrepancy, o r  can you t e l l  me what 

And your answer beginning on Line 15. Can you t e l l  
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A The problem I am referencing here o r i g i n a l l y  was 

discussed i n  S t a f f ' s  Audi t  Exception Number 17. The u t i l i t y  

took on a two- inch bul k meter customer midway during the t e s t  

year and d i d  not annualize the revenues i n  the presentation o f  

i t s  E - 2  schedules. 

4 And i t  looks t o  me here as though you are saying had 

they annualized them they would have shown t h a t  the current 

revenues, current annual i zed revenues exceed the requested 

revenues, i s  t ha t  correct? 

A Yes, tha t  i s  correct .  

Q Did you f i n d  i n  t h i s  f i l i n g  whether there was any 

circumstance where i n  the  annualizing o f  the revenues f o r  the 

t e s t  year actual l y  reduced the revenue presented? 

A I'm sorry, M r .  Burgess, would you repeat the 

question, please? 

Q Yes. I n  t h i s  r e f i l i n g  t h a t  you were examining tha t  

lead t o  the  various f ind ings t h a t  you present i n  t h i s  

testimony, d i d  you f i n d  any annualizing wherein the annualizing 

o f  increase ac tua l l y  resul ted i n  a lower aggregate revenue than 

had been presented p r i o r  t o  the annual i z i  ng? 

A I apologize, M r .  Burgess, I s t i l l  don ' t  understand 

the question. Might you rephrase i t  i n  some other way? 

Q Okay. What i s  the purpose o f  the E - 2  Schedules? 

A The E - 2  Schedules are designed t o  present data by 

FLORIDA PUBLIC SERVICE COMMISSION I1 



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 

796 

customer class by meter s ize f o r  each o f  the systems i n  each of 

the u t i l i t y ' s  counties w i th  respect t o  b i l l i n g  determinants; 

t h a t  i s ,  the number o f  b i l l s  and the number o f  gallons sold f o r  

each customer class and meter size. That information i s  then 

t rans lated i n t o  a revenue amount t h a t  i s  carr ied over t o  the 

f a r  r ight-hand side o f  t h a t  page. 

Q And what I see when you say t h a t  these are - -  when 

you reference the discrepancies i n  the  amount t h a t  has been 

presented as the annual ized h i s t o r i c  number, what are you 

referencing as f a r  as what i s  being annualized? 

A I am referencing the amount o f  revenues tha t  the 

u t i l i t y  reported on i t s  E - 2  Schedule f o r  annualized revenues 

f o r  Marion County. 

Q Okay. Now, i f  I cou 

t o  Page 14, i f  you would, and 

A Yes. 

Q And i t  indicates,  t h  

d get you t o  look a t  - - go back 

ook a t  Line 4. 

s ind icates tha t  you, t ha t  i t  i s  

imperative t o  you t h a t  U I F  provide correct  stand-alone rates 

f o r  each system. Does t h i s  mean t h a t  as o f  your testimony they 

had not provided t h a t  type o f  - -  t h a t  information? 

As o f  the date o f  my testimony, we s t i l l  d i d  not have A 

stand-alone rates f o r  the Wis-Bar system i n  Pasco County. 

4 Okay. So by the eighth t ime these were f i l e d ,  you 

d i d n ' t  have what you considered t o  be imperative f o r  t ha t  

speci f i c cal cul a t i  on t h a t  you were 1 ooki ng fo r?  

FLORIDA PUBLIC SERVICE COMMISSION 



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 

797 

A That information would not have been provided through 

the E Schedules, t h a t  was provided and received through 

discovery. 

Q I see. And a t  t h i s  po in t ,  what i s  i t  t h a t  you 

understand has been f i l e d  i n  response t o  your testimony and 

then t o  the deposition tha t  was taken about your testimony? 

A F i l e d  i n  what way? 

Q F i l e d  the day, two days before the hearing. What d i d  

tha t  i n format i on con t a i  n? 

A In an attempt t o  complete the record f o r  Pasco and 

Seminole Counties, I made as an e x h i b i t  t o  my deposition a l i s t  

o f  the problems and the errors  t h a t  I s t i l l  perceived t o  be 

contained i n  the u t i l i t y ' s  E-2 Schedules f o r  Pasco and Seminole 

Counties, as well  as a request f o r  stand-alone rates f o r  the 

Oak1 and Shores and other Seminole County subwater systems tha t  

represented the uncommingl i ng o f  gal 1 ons t h a t  M r .  Lubertozzi 

t a l k s  about i n  h i s  rebut ta l  testimony. 

And what you ant ic ipate happening i s  t h a t  the Q 
nontes t i f y ing  s t a f f  would analyze t h a t  and determine whether 

i t , i n  fac t ,  provides a l l  o f  the informat ion necessary t o  meet 

some o f  the  shortcomings tha t  you i d e n t i f y  here and/or i n  your 

deposition, i s  t h a t  correct? 

A Yes. 

Q Does t h a t  seem a 1 i t t l e  b i t  1 ate t o  you t o  be 

receiv ing t h i s  type o f  information? 
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A As long as the record i s  complete before advisory 

s t a f f  begins t h e i r  work and t h e i r  analysis i n  terms o f  what 

they want t o  recommend t o  the Commissioners, t h a t ' s  r e a l l y  what 

i s  important i n  the case. 

Q But i t  was not received i n  time f o r  you as t e s t i f y i n g  

f o r  s t a f f  t o  respond to?  

A No. 
MR. BURGESS: Thank you. That 's a l l  we have. Thank 

you, Ms. Lingo. 

COMMISSIONER DEASON: M r .  Friedman. 

CROSS EXAM1 NATION 
BY MR. FRIEDMAN: 

Q You have been here through the  day on t h i s  hearing, 

have you not? 

A In and out, yes. 

Q Okay. And have you seen i n  the  course o f  t h i s  

proceeding the use o f  exhib i ts  or other documents t h a t  may 

support somebody's pa r t i cu la r  view o f  an issue as was done wi th  

Mr . Redemann? 

A Yes. 

Q And i s n ' t  t h a t  s im i la r  t o  considering the revised 

information which the company has provided i n  regard t o  the 

ra te  set t ing? 

A 

Q 
I ' m  sorry, would you ask t h a t  again? 

I s n ' t  the u t i l i t y ' s  f i l i n g  s i m i l a r  t o  t h a t  type o f  
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information t h a t  i s  brought forward i n  a ra te  case t h a t  ought 

t o  be considered? 

A Yes. 

Q You s ta te  i n  determining whether t o  recommend 

county-wide versus s ing le system rates t h a t  the important 

element i s  a subsidy analysis, i s  t h a t  r i g h t ?  

A Yes. 

Q And i s  there a - -  I'm sorry, l e t  me back up. And 

what i s  the  issue i n  needing a subsidy analysis? 

A The issue would be whether the resu l t i ng  rates based 

on the u t i l i t y ' s  request t o  consolidate the rates i n  Pasco 

County woul d resul t i n  unfai r subsidies between the  customers 

o f  one system or systems compared t o  the  - -  compared t o  

customers o f  another system o r  systems t h a t  might receive the 

benef i ts o f  those subsidies. 

Q Is there a r u l e  o r  case t h a t  defines what u n f a i r  

subsidy means? 

A No, t h a t  decision i s  always a t  the d isc re t ion  o f  the 

Commi ssioners. 

Q So d i f f e r i n g  people could disagree over what an 

unfai r - - what the term un fa i r  subsidy means? 

A Yes. 

Q And I t h i n k  i n  your testimony you indicated several 
cases i n  which the Commission had set f o r t h  the c r i t e r i a  f o r  

determining stand-alone versus county-wide rates,  i s  t h a t  
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A Yes. 

Q Was one o f  those cases Order Number 97-0531? That 's 

the Lake U t i l i t y  Services case. . 

A Just a moment, I w i l l  check i f  tha t  i s  the order 

number I was referencing; 97-0531, yes. 

4 
A Yes. 

Q 

Correct. And do you happen t o  have t h a t  order there? 

Do you see, and 1 th ink  - -  we l l ,  my copy may have a 

d i f f e r e n t  page number, but  - - 
A I apologize, I don ' t  have the e n t i r e  order. I have 

the port ions o f  the order t h a t  speak t o  ra te  structure.  

Q That 's  a l l  t h a t  I want t o  ask you about. And do you 

see i n  t h a t  por t ion  o f  the order t h a t  t a l k s  about r a t e  

structure,  do you see any discussion o f  the subsidy issue? 

A What I see i s  a discussion o f  the c r i t e r i a  t h a t  I 

l i s t  a t  the bottom o f  Page 8, beginning on Line 18, as decision 

c r i t e r i a  t h a t  has been used by the Commission i n  analyzing 

whether a move from stand-alone t o  consolidated rates i s  

appropriate. 

Q And i n  t h a t  case, d i d n ' t  they s tate t h a t  i n  

determining whether t o  go w i t h  a s ing le county ra te  s t ructure 

tha t  they must f i r s t  determine whether the u t i l i t y ' s  land and 

f a c i l i t i e s  were func t iona l l y  related? 

They d i d  i n  t h i s  order, yes. A 
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Q And i s  t h a t  an element o f  your review o f  the decision 

t o  go w i th  stand-alone versus countywide rates,  whether i t  i s  

func t i ona l l y  re1 ated o r  not? 

A No. 

Q And you set  f o r t h  i n  your testimony, I th ink ,  s ix  

factors ,  i s  t ha t  correct? 

A Yes. 

Q Okay. And - -  

A But I would l i k e  t o  po in t  out  t h a t  these s i x  factors  

are not an exhaustive l i s t .  

are not l i m i t e d  t o  the s i x  tha t  I l i s t .  

1 say t h a t  the factors  include bu t  

Q But i f  you thought there were any tha t  were r e a l l y  

important, you would have i ncl uded them, wouldn't  you? 

A There are numerous factors  t h a t  are important, M r .  

Friedman. I chose these s ix .  

Q 

A 

Did you choose those s i x  f o r  any pa r t i cu la r  reason? 

I thought they were representative o f  the broad 

nature o f  the c r i t e r i a  t h a t  the Commission has used i n  t h e i r  

deci s i  on - maki ng . 
Q And i s n ' t  i t  t r u e  t h a t  you have s i g n i f i c a n t  

informat ion i n  the f i l i n g s  t h a t  UIF had made on f i v e  o f  those 

s i x  factors? 

A There i s  informat ion regarding f i v e  o f  the s i x  

factors  somewhere i n  the  u t i l i t y ' s  f i l i n g ,  yes. But I would 

po in t  out  t ha t  the - -  I assume you are t a l k i n g  about Factors B 
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through F? 

Q T h a t ' s  correct .  

A Okay. Factors B through F do not represent a subsidy 

analysis. Those factors  merely represent things tha t  the 

Commission has taken i n t o  consideration i n  addi t ion t o  a 

subsidy analysis. So, i n  answer t o  your o r i g ina l  question, 

yes. 

Q Am I correct  t h a t  you do not  

determinants used by U I F  i n  i t s  f i l i n g  

Pasco County system? 

A I t ' s  my opinion tha t  the use 

determinant information would not resu 

f a i  r rates,  because there are problems 

determinants. 

agree w i th  the b i l l i n g  

f o r  the Seminole and 

o f  t h a t  b i l l i n g  

t i n  the ca lcu lat ion o f  

w i t h  those b i l l i n g  

Q What are the  problems w i t h  the  b i l l i n g  determinants, 

b r  i e f 1 y? 

A As I enumerated i n  my Deposition Exh ib i t  Number 2, on 

Schedule E - 2  f o r  the Pasco County water system, the Orangewood 

system conversion from b i  -monthly t o  monthly rates appeared t o  

be suspect. On Schedule E - 2 ,  Pasco County wastewater system, 

Pages 5 and 6, the Summertree res ident ia l  wastewater gallons 

were uncapped. There was no footnote regarding the fac t  t ha t  

Summertree had a current cap i n  e f f e c t ,  so i t  l e f t  s t a f f  t o  

wonder whether they were, i n  fac t ,  requesting a change i n  the 

wastewater gallonage cap. And i f  they were requesting a change 
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i t  would have appeared t o  us tha t  t h a t  change would have been 

t o  uncap those gal 1 ons . 
The b a s e - f a c i l i t y  charges f o r  both Pasco and Seminole 

Counties, the problems tha t  I have w i t h  those b a s e - f a c i l i t y  

charges are best exhibi ted i n  my FJL-5 wherein the meter 

equi V a l  ency factors a re  not consi s tent  w i t h  industry standards 

nor longstanding Commission pract ice.  

I n  Seminole County, the Oak1 and Shores water system 

b i l l s ,  approximately 210 o f  the 225 water system b i l l s  were 

commingled w i th  the remaining e ight  Seminole water subs, such 

tha t  when you looked a t  the U t i l i t y ' s  E - 2  f i l i n g  f o r  Seminole 

County under Oakland Shores, i t  only  ind icated information f o r  

16 customers and the associated gal lons f o r  those 16 customers, 

rather than 225 customers and the associated gallonage w i th  

those 225 customers. 

Q I s n ' t  i t  t r u e  t h a t  j u s t  because the u t i l i t y  requests 

a p a r t i c u l a r  ra te  s t ructure tha t  t h a t  doesn't  necessarily mean 

t h a t  i t  i s  going t o  be acceptable exact ly  as i t  i s  f i l e d ?  

A That i s  correct .  S t a f f  examines ra te  s t ructure i n  

a l l  of the  water and wastewater f i l i n g s ,  a l l  o f  the wa te r  

f i l i n g s .  

Q And you frequent ly change t h a t  r a t e  structure, 

rea l  1 ocate base- fac i  1 i t y  charges through gal 1 onage, put a cap 

on it, t h a t  sor t  o f  th ing? 

A Yes. 
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some cases, whether o r  not the u t i l i t y  o r i g i n a l l y  

A Yes. 

804 

on rates i n  

requested it? 

Q You s ta te  i n  your p r e f i l e d  testimony tha t  one o f  the 

f a u l t s  w i t h  the u t i l i t y ' s  f i l i n g  i s  t h a t  the general service 

gallonage charge d i d  not include a 25 percent d i f f e r e n t i a l .  Do 

you reca l l  t h a t  testimony? 

A Yes. But, happily, t h a t  has been st ipu lated t o ,  

so - -  

Q I n  your recommendation regarding the base- fac i  7 i t y  

charge gallonage s p l i t ,  you s tate on Page 34 a t  Line 16 tha t  i t  

i s  based upon the balancing o f  the u t i l i t y ' s  f inanc ia l  

stabi 1 i t y  and, quote, general 1 y accepted conservation 

pr inc ip les ,  end quote. Do you see tha t?  

A Yes, but water ra te  design has also been a s t ipu lated 

issue i n  t h i s  case. 

Q I wanted t o  know what general ly accepted conservation 

p r i  nc i  p l  es were? 

A The two primary general ly accepted conservation 

Pr inc ip les are,  number one, t o  p r i c e  water t o  discourage 

wasteful use, and then, number two, 

use o f  water. 

Q I s  t h i s  i s  something t h a t  

I mean, do they have i t  l i k e  genera 

t o  encourage the e f f i c i e n t  

peopl e general 1 y accepted? 

1 y accepted accounti ng 

pr inc ip les ,  i s  there an organization t h a t  sets up those rules? 
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A There i s  a discussion o f  t h i s  probably i n  the AWWA M 1  

manual under the section o f  water rates. 

MR. FRIEDMAN: We don ' t  have anything fu r ther .  Thank 

you. 

COMMISSIONER DEASON : Redi r e c t  . 
MS. HOLLEY: May I have one moment, please. 

We have no red i rec t .  Thank you. 

COMMISSIONER DEASON: Exhib i ts .  

MS. HOLLEY: We would ask t h a t  Composite Exh ib i t  25 

be moved i n t o  the record. 

COMMISSIONER DEASON: Without object ion,  show i t  

admitted. 

(Exhi b i t  25 admitted i n t o  the record. ) 

COMMISSIONER DEASON : Thank you, Ms. L i  ngo. 

MS. HOLLEY: And tha t  concludes S t a f f  witnesses. 

COMMISSIONER DEASON: Okay. M r .  Friedman, you can 

move i n t o  your rebut ta l  phase. 

MR. FRIEDMAN: M r .  Dav 

DAV I D 

was called as a rebut ta l  witness 

d Orr. 

ORR 

on behal f  o f  U t i l i t i e s ,  Inc. ,  

o f  F lor ida,  and, having been duly sworn, t e s t i f i e d  as fol lows: 

DIRECT EXAM1 NATION 

BY MR. FRIEDMAN: 

Q State your name. 

A My name i s  David Orr. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 
15 

16 

17 

18 

19 

20 

2 1  

22 

23 

24 

25 

Q And, M r .  Orr, you have been previous 

previously t e s t i f i e d ?  

A Yes, I have. 

806 

y sworn i n ,  

Q 

proceeding? 

And have you p r e f i l e d  rebut ta l  testimony i n  t h i s  

A Yes, I have. 

Q Does tha t  rebut ta l  testimony include any exhib i ts? 

A Yes, i t  does. It includes four exhib i ts .  

MR. FRIEDMAN: I would l i k e  t o ,  Commissioner, ask 

tha t  those be i d e n t i f i e d .  

COMMISSIONER DEASON : Composite Exh ib i t  26. 

(Exhib i t  26 marked f o r  i d e n t i f i c a t i o n . )  

BY MR. FRIEDMAN: 

4 And, M r .  Orr, i f  I asked you each o f  the questions i n  

your p r e f i  1 ed rebut ta l  testimony, would you answer simi 1 a r  t o  

o r  i den t i ca l  t o  the answers tha t  you gave i n  your p r e f i l e d  

t e s t  i mony? 

A Yes, I would. 

Q 
A No, I do not.  

Do you have any corrections t o  it? 

MR. FRIEDMAN: I would ask t h a t  M r .  O r r ' s  testimony 

be inser ted i n t o  the record as read. 

COMMISSIONER DEASON: Without objection, i s  shal l  be 

so inserted. 

FLORIDA PUBLIC SERVICE COMMISSION 
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REBUTTAL TESTIMONY OF DAVID L. O m ,  PE 

Q. 

A. 

Please state your name and business address. 

My name is David L. Ow and my business address is 200 Weathersfield 

Avenue, Altamonte Springs, Florida. 

By whom are you employed and in what capacity? 

I am employed by Utilities, Inc., the company which owns 100% of the 

stock of Utilities, Inc. of Florida (UIF). Presently, I serve as Regional 

Q. 

A. 

Manager and am responsible for the administration and operation of all 

water and sewer systems within Lake, Marion, Orange, and Seminole 

Counties owned by subsidiaries of Utilities, Inc. 

Briefly describe your background and the nature of work you do 

with Utilities, Inc. 

I hold a Bachelor of Science Degree in Environmental Engineering from 

the University of Central Florida and a Masters of Business 

Administration (MBA) from the Roy E. Crunimer Graduate School of 

Business at Rollins College. I am currently certified as Professional 

Engineer (PE) (License Number 60207) in the State of Florida. 

I began my employment with Utilities, Inc. in 1997 as Assistant 

Operations Manager. In that capacity my responsibilities included 

evaluating the operation of several systems in Florida, assisting in the 

assimilation of systems after acquisition, and completing special 

Q. 

A. 

2 
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assignments under the direction of the Vice President, Don Rasmussen. 

In Xate 1998, I was promoted to the position of Regional Operations 

Manager assuming the responsibility of managing the overall operation 

of four (4) affiliated companies. In March of 2000, I was asked to 

manage 36 systems within the Lake, Marion, Orange, and Seminole 

Counties. 

In June 2001, I left the employment of Utilities, Inc. and was employed 

by Public Resources Management Group (PRMG), Inc., a financial, rate, 

and management consulting company located in Maitland, Florida, as a 

Senior Financial Analyst. In that capacity I was responsible for providing 

consulting services to municipal, private, and semi-private clients in the 

disciplines of financial analysis, rate design (impact fees, miscellaneous 

charges, user rates, etc.), and utility management within the water and 

wastewater utility industry. 

In August 2002, I retumed to Utilities, Inc. as Regional Manager. 

Currently, 1 am responsible for the management of six (6) affiliated 

companies comprised of thirty-five (35) water and wastewater systems 

within the counties of Lake, Marion, Orange, and Seminole. 

What is the purpose of your rebuttal testimony? Q. 

3 
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A. To adopt the Direct Testimony filed with the Commission in this case by 

Donald W. Rasmussen, and to address the testimony of James H. 

Berghorn, witness on behalf of the Florida Public Service Commission. 

With respect to the testimony of Donald W. Rasmussen, are you 

adopting the testimony filed in its entirety? 

No. I am adopting only that portion of the testimony that pertains to the 

water and wastewater systems located within Marion, Seminole, and 

Orange counties. 

With regard to the testimony of James H. Berghorn, what issues will 

you address? 

In Mr. Berghom’s testimony, he stated that there is no response on record 

with the Tampa Office of the Florida Department of Environmental 

Protection from Utilities Inc. of Florida in response to the sanitary survey 

conducted on June 30, 2000. Our records indicate our response to the 

sanitary survey was sent to FDEP’s Tampa office on July 27,2000 which 

included an auxiliary power plan, bacteriological sampling plan, and 

cross-connection control program. In fact, Mr. BiIl Ryland conducted a 

follow-up investigation on April 17, 2001 and requested a copy of our 

updated auxiliary power plan. Our office submitted our updated plan to 

the Department with our response dated May 25, 2001. Subsequently, 

Mr. W.C. D u m  and Mr. Berghom have conducted additional inspections 

Q. 

A. 

Q. 

A. 

4 
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on August 22, 2001, and March 26, 2003 respectively in which both 

inspection reports noted “no deficiencies”. Attached to my testimony as 

Exhibits (DLO -1-4) I . are copies of the correspondence 

which evidences UIF’s responses to the 2000 inspection, the follow-up 

investigation in 2001 and the additional inspection reports from 2001 and 

2003. 

Does this conclude your rebuttal testimony? Q. 

A. Yes it does. 
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BY MR. FRIEDMAN: 

Q 
A 

Would you g ive a b r i e f  summary? 

I f  i t  would please the Commission, there was an 

update asked yesterday by S t a f f  regarding the  L i t t l e  Wekiva 

system. I f  i t  would please the Commission, I can go ahead and 

give t h a t  update now, as a summary t o  my testimony. 

We had replaced 20 meters spec i f i c  t o  the L i t t l e  

Wekiva system out o f  approximately 62 customers t o  date 

regarding the  meter rep1 acement program status i n  L i  ttl e 

Wekiva. Also, we s t r i v e  and t r y  very hard t o  provide a good 

q u a l i t y  o f  service f o r  a l l  our customers, and I t h i n k  t h a t  has 

been exhib i ted through testimony provided t o  t h i s  Commission. 

And t h a t  concl udes my summary. 

Q 
A Yes. As I understand it, there are. 

Q 

A Absol u te ly .  

Do you have any u n f i l l e d  operator positions? 

Are you a c t i v e l y  t ry ing t o  f i l l  t h a t  pos i t ion? 

MR. FRIEDMAN: I: have no f u r the r  questions. I tender 

the witness. 

COMMISSIONER DEASON : M r .  Burgess. 

MR. BURGESS: No questions. 

COMMISSIONER DEASON: S t a f f .  

MS. GERVASI: S t a f f  has one question. 

CROSS EXAMINATION 

BY MS. GERVASI: 

FLORIDA PUBLIC SERVICE COMMISSION 
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Q M r .  Orr, w i t h  respect t o  the P h i l l i p s  system, I th ink  

you indicated tha t  you might know by the time your rebut ta l  

came up as t o  whether the master meter f o r  t ha t  system has, i n  

fac t ,  been replaced as o f  yet ,  and I: wonder i f  you have an 

answer t o  t h a t  question. 

A I spoke t o  my operations s t a f f  yesterday afternoon 

a f t e r  g i v ing  my d i r e c t  testimony. 

based upon tha t  conversation, t h a t  they have not replaced tha t  

meter. That the o r ig ina l  meter t e s t  t h a t  was performed, there 

was a discrepancy associated w i t h  i t  having t o  do w i th  the 

discharge o f  the t e s t  meter tha t  was u t i l i z e d  being a 

three- inch discharge instead o f  a f ou r - i nch  discharge. They 

have contacted David Hanna o f  the F lo r ida  Rural Water 

Association and he i s  scheduled t o  come out and double-check 

t h a t  accuracy today. 

I t  i s  my understanding, 

MS. GERVASI: Thank you. That 's  a l l  we have. 

THE WITNESS: Thank you. 

COMMISSIONER DEASON: Redirect. 

MR. FRIEDMAN: None. 

COMMISSIONER DEASON : No red i  r e c t  . Exhibi ts? 

MR. FRIEDMAN: Yes, we would l i k e  t o  move M r .  Or r ' s  

exh ib i ts .  

COMMISSIONER DEASON: Exh ib i t  26, without objection, 

i s  admitted. Thank you, Mr. Orr. 

THE WITNESS: Thank you, Commissioner. 
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(Exhib i t  26 admitted i n t o  the record. ) 

MR. FRIEDMAN: The next witness i s  Mr. Frank Seidman. 

COMMISSIONER DEASON: M r .  Friedman, I thought M r .  

Lubertozzi was going t o  take the .stand on rebut ta l .  

MR. FRIEDMAN: He i s .  I thought i t  would be easier 

t o  do - -  t h i s  witness i s  going t o  be shorter, I believe. 

COMMISSIONER DEASON: Very we l l .  Any objection? 

Okay. M r .  Seidman. 

FRANK SEIDMAN 

was ca l l ed  as a rebut ta l  witness on behal f  o f  U t i l i t i e s ,  Inc. 

o f  F lo r ida  and, having been duly sworn, t e s t i f i e d  as follows: 

DIRECT EXAMINATION 

BY MR. WHARTON : 

Q S i r ,  w i l l  you s ta te  your name f o r  the record? 

A Frank Seidman. 

Q Have you been retained by U t i l i t i e s ,  Inc. t o  provide 

rebut ta l  testimony consist ing o f  Pages 1 through 34 i n  t h i s  

case? 

A Yes, I have. 

Q Do you have any corrections, addit ions, o r  delet ions 

t o  make t o  tha t  testimony a t  t h i s  time? 

A Yes. I have four small ones and one r e a l l y  b i g  one. 

Let me do the four small ones f i r s t ,  because they are j u s t  

typos. A t  Page 22, Line 3, i n  t h a t  t i t l e  there i t  says, "Mr. 

Biddy's ra t i ona l , "  i t  should be " ra t iona le . "  Put an "e" a t  the 
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end o f  r a t i o n a l .  

Page 26, Line 19, there i s  a word i n  the middle o f  

the sentence, "dependent. " The word shoul d be "depend. " 

S t r i ke  the  E-N-T.  

Page 30, Line 3, between the words "should" and "on," 

i n s e r t  the  word ''be,'' B - E .  

COMMISSIONER BRADLEY: Say t h a t  again. 

THE WITNESS: Between the words should and on, i nse r t  

the word be. 

COMMISSIONER BRADLEY: Which 1 ine? 

MR. WHARTON: Page 30, Line 3. 

THE WITNESS: Then on Page 32 - - 

COMMISSIONER BRADLEY: I missed tha t .  What are you 

i nser t i  ng again? 

MR. REILLY: That must be Line 4, not 3. I mean, I 

don ' t  see should on 3. I s  t ha t  correct? 

COMMISSIONER BRADLEY: You said Line 3, i t ' s  on Line 

4. 

THE WITNESS: On my pr in tou t  i t  i s  on Line 3. 

COMMISSIONER DEASON: On our version i t  i s  Line 4. 

But we' ve got it, we can move ahead. 

COMMISSIONER BRADLEY: Give me the i n s e r t  again, the 

change. 

THE WITNESS: On Page 30, I don ' t  know i f  i t  i s  

Line 3 o r  4, which p r in tou t  t ha t  you have, the phrase tha t  
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begins, "The evaluation should on the basis o f  gal lons per 

minute, 'I and the word "be" should be inserted between "should" 

and Iron". So i t  reads, "The evaluation should be on the 

basis" . 
COMMISSIONER BRADLEY: Okay. 

THE WITNESS: And f i n a l  l y  on Page 32, Line - - I have 

i t  as Line 16, there i s  the word expected, the E - D  should be 
dropped. I t  i s  present tense. 

COMMISSIONER DEASON: I bel ieve t h a t  i s  Line 19 on 

our version. 

THE WITNESS: Okay. Sorry about tha t .  

That takes care o f  the grammatical changes. The 

other change I have i s  t o  s t r i k e  a por t ion  o f  my testimony and 

exh ib i ts  t h a t  has t o  do w i th  the subject o f  unaccounted water 

a t  the Golden H i l l s  Crownwood p lant .  And as background on 

tha t ,  when the MFR was f i l e d ,  there was a Schedule F - 1  f o r  the 

Golden H i l l s  system. F - 1  shows the gal lons t reated and sold 

and cal cul ates unaccounted water f o r  t h a t  system. For Go1 den 

H i l l s  i t  showed i t  t o  be 22 percent plus on unaccounted f o r  

water. 

I submitted another schedule t h a t  I thought was going 

t o  replace t h a t  a t  the  time o f  the f i l i n g  o f  the MFRs, i t  

wasn't. 

unaccounted water t o  be 6 percent plus because there was an 

ind ica t ion  t h a t  there was problems w i t h  the meter a t  the wells. 

I put i t  i n t o  my rebut ta l ,  which showed the 
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As i t  turns out, going back now a f t e r  some time has gone by, I 

have ta lked  t o  the company, and there wasn't a problem w i th  the 

wells, there was a problem wi th  the meter t h a t  they used t o  

t e s t  the  meter a t  the wel ls.  So.according t o  Murphy's l a w ,  

anything t h a t  can go wrong w i l l ,  and I'm going back t o  the 

o r ig ina l  F - 1  which shows 22 percent unaccounted f o r  water a t  

t ha t  p lan t .  And what 1 wanted t o  do, i f  i t  i s  the r i g h t  th ing  

t o  do, i s  t o  s t r i k e  the testimony I have i n  my rebut ta l  t ha t  

addresses t h a t  subject and the exh ib i ts  t ha t  have t o  do w i th  

it. 

MR. WHARTON: I t h ink  tha t  testimony begins on Page 

3, Line 5, w i t h  the word, "However." The e n t i r e  r e s t  o f  t ha t  

page should be s t r icken.  

continue u n t i l  Page 4, Line 6. So the question, " M r .  Biddy 

uses a 10 percent unaccounted f o r  water leve l  , 'I would be the 

next l i n e  t h a t  was not  str icken. And we w i l l  go through a 

s im i la r  exercise w i t h  the exhib i ts .  

Page 3, Line 5, and the s t r i k e  would 

BY MR. WHARTON: 

Q A1 1 r i g h t .  M r .  Seidman, given those changes - - 

A There ' s more. 

Q Okay. 

A On Page 22, s t r i k e  the whole f i r s t  question and 

answer under the heading, "Mr. Biddy's ra t ionale" .  

Q A t  Line 5 through 15. 

A Right, s t r i ke  a l l  o f  t ha t .  
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Q 

answer. 

The beginning o f  the question t o  the end o f  the 

MR. WHARTON: We would request t h a t  Mr. Seidman's 

p r e f i l e d  rebut ta l  testimony as amended be inser ted i n t o  the 

record as though read. 

COMMISSIONER DEASON: Without object ion,  show i t  

admitted as amended. 

BY MR. WHARTON : 

Q M r .  Seidman, d i d  you also prepare i n  conjunction w i th  

the testimony Exh ib i t  FS-4 through FS-lo? 
A Yes, I did .  

4 Do you have any changes or correct ions t o  those 

exh ib i ts?  

A Yes. I would remove Exh ib i ts  FS-4, and 5, and 8. 

They were a l l  re la ted  t o  the same subject t h a t  we struck 

testimony fo r .  

MR. WHARTON: We would ask t h a t  Mr. Seidman's 

Exhib i ts  FS-6, 7, 9, and 10 be marked f o r  i d e n t i f i c a t i o n .  

COMMISSIONER DEASON : Composite Exhi b i t  27. 

(Composite Exh ib i t  27 marked f o r  i d e n t i f i c a t i o n . )  
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Q* 

A. 

Q* 

A. 

Q- 

A. 

REBUTTAL TESTIMONY OF FRANK SEDMAN 

Please state your name, profession and address. 

My name is Frank Seidman. I am President of Management and 

Regulatory Consultants, hc. ,  consultants in the utility regulatory field. 

My mailing address is P.O. Box 13427, Tallahassee, FL 323 17-3427. 

Have you previously filed direct testimony on behaIf of the Applicant, 

Utilities, Inc. of Florida (UIF)? 

Yes. 

What is the purpose of your rebuttal testimony? 

The purpose of my rebuttal testimony is to respond to the direct, prefiled 

testimony of Office of Public Counsel (OPC) witnesses Biddy and 

Deronne. In addition I will respond to the direct, prefiled testimony of 

Commission Staff witness Redemam. 

RESPONSE TO MR. BIDDY 

Q. Are there specific areas of Mr. Biddy’s testimony to which you are 

res p o n d i ti g ? 

Yes. Mr. Biddy addresses several areas related to the determination of 

used and useful. I will be responding to certain portions. My response will 

follow the order in which Mr. Biddy addresses them. 

A. 

UNACCOUNTED-FOR- WATER 

Q. Would you please respond to Mr. Biddy’s testimony regarding 

u 11 acco u 11 t ed - fo r- w a t e r ? 

2 
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A. Yes. At pages 6 and 7 of his prefiled testimony, Mr. Biddy addresses the 

levels of unaccounted-for-water for the 17 U F  water systems. He has 

prepared an analysis that is summarized in his Exhibit TLB-4. I have 

reviewed his results and they agree with those of the Utility as shown on 

the “F-1” schedules of the MFR for each system. 

of my review, it came to my attention that the “F- 

Marion County Golden Hills/Crownwood s 

edule filed for the 

is an incorrect, draft 
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Q. Mr. Biddy uses a 10Y0 unaccounted-for-water level as acceptable and 

considers anything above that as “excess”. He states that it is the 

historical policy of the Commission to use a limit of 10%. Would you 

please respond to Mr. Biddy’s position? 

Yes. It is true that the Coniiiiission has often used 10% as the limit for an 

acceptable level of unaccounted-for-water in rate cases, But not always. 

The Commission’s policy is not set by nile and is therefore open to review 

in each case. The Conmission’s Standard Operating Procedures (SOP) 

state that a fair average of uiiaccounted-for-water might be 10-20% for 

fully metered systems with good meter maintenance programs aiid average 

conditions of service. Although the SOP is no longer utilized because it 

was never fomalized into a rule, it does reflect the historical position of 

the Cominission and its staff, So there is room for legitimate discussion. 

When the Commission opened a Docket to consider adopting specific 

niles for used and useful, it did propose 12.5% as an acceptable level. That 

proposal took into consideration a tiew system leakage design level of 2- 

A. 
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Another point for consideration is that of meter accuracy. Commission 

rules acknowledge that the accuracy limits of displacement meters are 

between 90-1 01.5 percent of actual flows. For current and compound 

meters, the limits are 90-1 02% and 90- 103% respectively. Since meters 

typically run slow as they age, even a system that had zero umetered 

water could still have up to a 10% differential between water pumped and 

metered that would show up as unaccounted-for-water. 

Are you aware of any other indications that a 10% allowance for 

accounted-for-water may be too low? 

Yes. There are indications from some water management districts in 

Florida that the range should be 12-15%. For example the Southwest 

Florida Water Management District (SWFWMD) has indicated that for 

most areas, there is no need to address reduction of unaccounted-for-water 

levels of less than 15%. Even in water use caution areas, remedial action 

is not required for unaccounted-for-water levels of less than 12%. So, 

there is legitimate reason to set an acceptable level of unaccounted-for- 

water at a level higher than lo%, and 12.5% is a conservative goal. 

Q. 

A. 

INFLOW AND INFILTRATION 

Q. At page of his prefiled direct testimony, Mr. Biddy next addresses 

inflow and infiltration (I&I). He shows I&I calculations for three 
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systems - Summertree, Weathersfield and Ravenna ParWLincoln 

Heights. Would you please respond to his approach and his findings? 

A. Yes. Mr. Biddy calculated infiltration and inflow (I&I) for each of these 

systems and found that they had “excess” I&I. Mr. Biddy considered any 

I&I greater than 10% of treated flows to be excess. I am not aware of any 

basis for 10% of treated flows as a standard for measuring excess I&I. The 

standard of which I ani aware is a specification allowance of 500 

gpdinch-diametedmile of gravity mains for infiltration, excluding inflow. 

That is a measure recommended in the previously referred to SOP’S, and 

one which the Commission has used and accepted in other rate 

proceedings. The basis for this specification allowance is Water Pollution 

Control Federation (WPCF) Manual of Practice No. 9, developed in 1970, 

superceded in 1982 by WPCF Manual of Practice No. 5.  

At page 8 of his prefiled direct testimony, Mr, Biddy indicates that he 

normally would proceed to determine the amount of I/I per inch of 

sewer diameter per mile, but that the utility did not furnish sizes of 

mains or lengths or reasonable maps. Was that information 

available? 

Yes. But to the best of my knowledge OPC did not specifically request 

that detail, even though it did not hesitate to requests hundreds of other 

pieces of information during the discovery process. Such information was 

previously available in Conmission annual reports, although it stopped 

Q. 

A. 
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requiring the reporting of this data several years ago. Nevertheless, it is 

available fi-om the company. Such information was requested by PSC 

Staff for the Ravenna ParWLincoln Heights system, was furnished and was 

used to analyze I&I for that system, and is referenced in Staff Witness 

Redeniann’s testimony. 

Do you agree with how Mr. Biddy calculated I&I? 

No. He estimated I&I for all systems as the difference between treated 

wastewater flows and what he identifies as 80% of water sold to 

wastewater connections. First, the general assumption that only 80% of 

water used is retumed to the wastewater system is typically applied only 

to residential service and is based on the assumption that irrigation water 

is included in residential use. Mr. Biddy made no distinction for systems 

where irrigation is separately metered and already excluded from 

residential use. Second, this Commission typically assumes that 96% of 

general service water is returned to the wastewater system. Mr. Biddy 

made no distinction between residential and general service. Third, he 

sometimes used the wrong numbers as input. 

Would you please address Mr. Biddy’s I&I calculations for the Pasco 

Courity - Summertree system? 

Yes. For the Pasco County - Summertree system, I agree with the treated 

wastewater flow of 23.690 inillion gallons used by Mr. Biddy. This is the 

amount shown on MFR Schedule “F-2”. I also agree with the 22,027,023 

Q. 

A. 

Q. 

A. 
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gallons that he identifies as water sold to wastewater connections. That is 

an amount provided to UPC in response to its Interrogatory No. 106 which 

the company identified as retumable water. I do not agree with Mr. 

Biddy's assumption that only 80% of these flows are actually retumed for 

wastewater treatment for this system. He did not adjust for the fact that 

Summertree has separately metered irrigation and irrigation use has 

already been removed from residential use. He made no distinction 

between residential and general service. Finally, as the company has 

pointed out in response to OPC and Staff discovery requests, the 

Summertree system is unique in that it has separately metered irrigation 

for all common sites and residential lot sites in the Arborwood area. This 

issue was addressed in Summertree's last rate case, Docket No. 9 10020- 

WS. In FinaI Order No. 25821, the Commission agreed that due to the 

unique circumstances, it was proper to assume that 96% of all flows 

would be returned to the wastewater system. For this test year, 96% x 

22,027,023 = 2 1,145,942 gallons. Based on this assumption, &I, the 

difference between water retumed and waster treated would be 2,554,058 

gallons, rather than the 6,068,382 gallons calculated by Mr. Biddy. 

Q. Did you make an analysis of allowable infiltration flows for 

Summertree based on the 500 gpdhnch-diameter/mile criterion? 

Yes. My analysis is shown on FS-6, page 1. The company's records show, 

through year 2000, 1,260 feet of 6" mains, 25,165 feet of 8" mains, and 

A. 
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2,677 feet of 10" mains. Based on these quantities and an allowance of 

500 GPD per inch-diameter mile, the allowable infiltration would be 

22,3 15 GPD or 8.14 million gallons. This compares to the actual I&I of 

2.5 million gallons, as discussed above. Keep in mind that this is an 

infiltration allowance only and does not include any allowance for inflow. 

Also, keep in mind that this calculation does not even include the footage 

of service laterals which tend to account for a good deal of infiltration. 

There is no excess I&I at Summertree. 

Would you please address Mr. Biddy's I&I calculations for the 

Seminole County - Weathersfield system? 

Yes. I disagree with Mr. Biddy's calculations because there is no valid 

basis for his determination of wastewater treated. The wastewater flows 

in the Weathersfieid system are treated and disposed of by the City of 

Altamonte Springs under an agreement that dates back to 1995. The City 

bills for services, not on the basis of measured wastewater flows, but 

rather on the basis of a percentage of water consumed by Weathersfield's 

wastewater customers. There is no metering device to measure the flows 

sent to the City for treatment, so there is no measurement of treated flows 

against which to compare water consumed. Mr. Biddy has arrived at a 

number which he identifies as wastewater treated, but I do not know how 

he derived it, since neither the company nor the City has that information. 

Without knowledge of the treated flows, there is insufficient infomiation 

Q. 

A. 
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with which to calculate I&L However, since the agreement with the City 

is to bill the utility on the basis of only 70% of water consumed, it can be 

reasonably concluded that the costs associated with any I&I that may exist 

is not being passed on the customers through the treatment and disposal 

costs. A determination of I&I is not necessary for this system. 

Would you please address Mr. Biddy’s L&I calculations for the 

Seminole County - Ravema ParWLincoln Heights system? 

Yes. The Ravenna ParWLincoln Heights system is one for which there is 

general agreement between OPC, the Staff and the conipany that there is 

the appearance of excessive I&1. The company’s assumptions were 

provided to the PSC Staff in response to interrogatories and they are 

correctly summarized and characterized in the prefiled direct testimony of 

PSC Staff witness Redemann. I will not repeat them here. Although Mr. 

Biddy’s assumptions and calculations are somewhat different, there is not 

a substantial difference in the results. Based on Mr. Biddy’s input and 

calculation the estimated allowable treatable flows, including l&I, would 

be 24,466,200 gallons. This compares to 22,028,144 gallons calculated by 

Mr. Redemann using the company’s input. 

Have you made calculations for the other wastewater systems? 

Yes. Mr. Biddy did not make a calculation of I&I for the Marion County - 

Golden Hills/Crownwood system. My calculation is shown at FS-6. It 

indicates there were 860,564 gallons of Infiltration & Inflow. Of this 

Q. 

A. 

Q. 

A. 
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amount, 773,689 gallons was detemiined to be an acceptable allowance 

for infiltration, excluding any allowance for infiltration through service 

laterals. The remaining 86,874 represents only 2.84% of treated flows, 

which is not significant and could well be attributed to infiltration through 

service laterals andor inflow. There is no excess I&I for this system. 

1 also made a calculation for the Pasco County - Wis-Bar system, which 

Mr. Biddy did not address and, as shown on FS-6, page 3, there is no 

excess I&I. 

STATUTORY 5 YEAR GROWTH 

Q. Mr. Biddy states that in systems experiencing negative growth he 

applied the negative growth rate because “the statutory rule must 

apply both ways to have any meaning.” Do you agree? 

No. The purpose of the statutory language and rule that enables it is to 

insure that a utility has sufficient plant to serve current and future needs 

and that the utility is compensated for the related investment, If there is no 

growth, then no further investment is required and no allowance for 

further growth will be provided. However, once a utility has constructed 

plant which has been found to be necessary (used and useful) to serve its 

customers, that plant cannot be removed without cost to the remaining 

customers and without harm to the service of existing customers simply 

because some of those customers no longer take service. In addition, by 

reducing demand by applying a negative growth factor, Mr. Biddy is 

A. 
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double counting. The existing demand level, itself, already reflects 

reduced demand. A negative growth factor just compounds the reduction, 

artificially spiraling it down without any regard for cause and effect. Mr. 

Biddy’s interpretation is nothing more than gamesmanship. 

FIFE FLOW 

Q. The utility had requested a fire flow allowance for 12 of its water 

systems. Mr. Biddy recommended that a fire flow allowance not be 

approved for two of those systems. Would you please respond? 

Yes.  The company requested a fire flow allowance for the Orangewood 

system and the Oakland Shores system. In both o€these systems, fire flow 

is fuimished to only limited portions ofthe systems. Mr. Biddy believes 

that because of this there should be no allowance for it. The problem is 

that, limited area or not, the hydrants are in public areas and the company 

is responsible for providing the required fire flows and must have the 

capacity to do so. To deny the allowance would be to deny the utility the 

ability to recover the cost associated with a service to which it is obligated. 

A. 

UTILITY’S RATIONALE FOR USED AND USEFUL FOR WATER 

FACILITIES 

Q. At pages 9 through 11 of his prefiled direct testimony, Mr. Biddy 

takes issue with your approach to determining used and useful for 

water supply, pumping, treatment and storage facilities. He describes 

it as novel. Would you please respond? 

12 
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A. Certainly. I appreciate the compliment that my approach is novel, but that 

is more than it deserves. The approach I used is simply a practical 

application of the Commission’s basic formula for determining used and 

useful. 

As I stated in my prefiled direct testimony, the format of the analysis is the 

same for each system. It begins with a listing of the various input 

parameters including the number and rating of the wells, type and size of 

the storage facilities, high service pumping capacity, system demand, 

fireflow requirements, and unaccounted for water. If system growth is 

relevant that is addressed in the used & useful formula. 

I then briefly discuss how each system functions and whether the system 

components should be evaluated individually or together. Based on the 

availability of well capacity, storage capacity and high service pumping 

capacity I made a determination as to whether demand should be evaluated 

on the basis of maximum day demand or instantaneous demand. I then 

made a calculation of used & useful using the Commission’s standard 

formula of dividing the sum of (peak demand + fireflow - excess 

unaccounted for water + property needed to serve five years after the test 

year) by the film reliable capacity. 

Apparently, what Mr. Biddy found novel, was that I made a detemiination 

as to whether demand should be evaluated on the basis of maximum day 

13 
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demand or instantaneous demand and found that most of the systems 

should be evaluated on the basis of instantaneous demand. 

Under what circumstances did you determine that a system should be 

evaluated on the basis of instantaneous demand? 

I made a determination that a system should be evaluated on the basis of 

instantaneous demand when that system had no storage facilities or 

storage of such little consequence that it would be unable to support even 

a peak hour demand. Most of UIF’s water systems are small, have simple 

chlorine treatment, only hydropneumatic storage and no high service 

pumping. Under these circumstances, the system demand is served directly 

from the well pumps. Clearly, as a practical matter, the well pumps see 

every instantaneous change in demand, and with no way to buffer that 

demand with storage, must respond directly to those changes. My 

approach of evaluating these systems on the basis of instantaneous 

demand merely recognizes what is actually occurring on the systems. 

There is nothing novel about it. 

At page 11 of his prefiled direct testimony, Mr. Biddy concludes, after 

reviewing cases that you cited, that the Commission has never 

approved or  even commented on instantaneous flow rationale. Do you 

agree with his conclusioa? 

No. OPC, through interrogatories, had asked whether this used and usehl 

rationale had ever been used or approved by the Commission and to 

Q. 

A. 

Q. 

A. 
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specify cases. The response, provide by me, was that the Commission had 

previously dealt with the concept of instantaneous demand. In each of the 

cases cited, the Commission dealt with the concept. I cited three rate cases 

in which the concept was introduced. In each of those, peak hour demand 

was used as a proxy for instantaneous demand. 1 also cited a rulemaking 

case in which the Commission proposed a rule which directly dealt with 

instantaneous demand in the same manner I have. Obviously, Mr. Biddy 

and I do not agree on how to interpret how the concept of instantaneous 

demand was addressed in each case. Nevertheless, the point is that the 

Commission is fully aware of the concept. What is at primary issue here 

is not whether the concept of instantaneous demand is new or legitimate, 

but whether it is best represented by a peak hour proxy or by a an estimate 

of diversified (coincident)instantaneous demand. 

At page I1 of his prefiled direct testimony, Mr. Biddy alleges that 

your rationale is ‘‘obviously proposed to try to obtain a U/U 

percentage of 100% for all systems.” Is that true? 

That is a strong allegation and the answer is emphatically, no. My 

rationale is to assure that the manner in which the systems operate is 

recognized to the greatest extent in used and useful. There is no doubt that 

I concluded that all of UIF’s water systems were 100% used and useful. 

But that should come as no surprise - they had already been found to be 

100% used and useful in previous cases and there has been no significant 

Q. 

A. 
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change in any of the systems. My conclusions simply verify the 

conclusions reached in those previous cases. 

DISTRIBUTION AND COLLECTION SYSTEMS 

Q. At page 11 of his prefiled testimony, Mr. Biddy alleges that the utility 

“ignored the long standing and Commission approved rationale and 

methodology” for determining used and useful for distribution and 

collection systems. Is that true? 

No. We simply didn’t reinvent the wheel. As Mr. Biddy recognizes in his 

testimony, the company did not recalculate used and useful for systems 

which the Commission had previously found 100% used and useful and 

in which there has been no significant change. We did calculate used and 

useful for systems that had not previously been determined to be built out. 

In Mr. Biddy’s exhibits, he shows his calculations of used and useful 

for the distribution and collection portion of each of the 15 systems 

that you stated were previously found to be 100% used and useful by 

this Commission. Would it surprise you that in all but one case, his 

calculations yielded percentages less than 1 OO%? 

Not at all. Apparently Mr. Biddy has relied on the strict mathematical 

calculation of lots served versus lots available as some sacrosanct formula 

to which reality and reason do not apply. It is not, nor are any of the many 

formulae utilized by the Commission. If they were, there would be neither 

need nor opportunity for the Commissioners to exercise any judgment. 

A. 

Q. 

A. 
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With regard to the analysis of distribution and collection systems, it is 

perfectlyreasonable for small, closed systems to be considered 100% used 

and useful even though some lots do not now, or may ever have 

customers, simply because all lines in place are required as a minimal, 

backbone system. I believe that is the gist of the Commission’s previous 

findings for these systems. 

I have attached FS-7 which summarizes customer activity information for 

the 15 systems for which the Cominission has previously made a 

determination of 100% used and useful. The exhibit shows, for each 

system, the test year average single family residences, the average growth 

activity over the last five years, and the used and useful percentages 

calculated by Mr. Biddy. The systems are grouped according to the docket 

in which the Coinmission made its last used and useful determination. 

You can see most systems have had negligible activity since the 

Commission’s last findings. You can also see that even according to Mr. 

Biddy’s calculations, the lowest used and useful percentage is 82%. It is 

not unreasonable or unusual for the Commission to consider distribution 

and collection systems that are 80%+ buildout and have virtually no 

growth potential to be 100% used and useful. 

There are two systems - Golden HiIis/Crownwood aiid Summertree - 

that have not been previously determilied to be 100% used and useful. 
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Did you make an evaluation for these systems, and if so, how did your 

results compare to those of Mr. Biddy? 

I did evaluate the distribution and collection portion of these systems. 

With regard to the Golden Hills/Crownwood water distribution system, I 

had made a calculation, that based on the 597 ERC capacity previously 

determined by the Commission, used and useful was approximately 97% 

and that 100% should be used. Through interrogatories, OPC requested 

that we make an actual lot count from system maps. On that basis, it 

appeared to us that approximately 586 units could be served. This 

approximation required an assumption as to how many multi-family units 

might be constructed on availabIe sites. With that change, I would 

estimate that used and useful would calculate to approximately 90%. Mr. 

Biddy calculated it to be 88.64% using his count and assumptions. I would 

not dispute the differences because it is purely speculative what may or 

may not be developed. But based on the layout of the system and where 

available vacant lots are located, I would still recommend that the 

distribution system be considered 100% used and useful. With regard to 

the collection system, which only serves the Crownwood area, I made a 

determination that it was 100% used and useful based on the configuration 

of the system. The wastewater system only serves an area developed as 

quadraplexes. I8 quadraplex buildings have been developed out o f  what 

appears to have been apotential of anywhere from 26 to 34 total buildings, 

A. 
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depending on which plat drawing you look at. On that basis, the area 

served could be anywhere from 52% to 70% developed. However, there 

has been no development activity in at least five years and there does not 

seem to be any interest in further development. The service area is 

compact, consisting of less than 3,000 feet of mains. The wastewater 

collection system would probably not be any less, even if the existing 

buildings were all that were initially planned. On that basis, the collection 

system serving this grouping of buildings should be considered 100% used 

atid useful. 

With regard to Summertree, I did not make a determination of used and 

useful for the distribution and collection systems because they are fully 

contributed. Mr. Biddy determined that they were 77% and 65.96% used 

and useful, respectively. I did not check his calculations because, right or 

wrong, the associated investment is offset by CIAC. 

In his calculation for three of the systems - Oakland Shores, 

Weathersfield and Park Ridge, Mr. Biddy reduced used and useful 

percentages by negative growth factors. Do you agree with this? 

No. Used and useful percentages should never be reduced by negative 

growth factors. Negative growth implies a demand for service once 

existed which the utility was obligated to serve and did. The utility cannot 

remove the lines which were committed to sewing those sites nor should 

Q. 

A. 
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Q. 

A. 

Are there any specific reasons those systems show a negative growth? 

Yes. In the Weathersfield system, a portion of the service area was sold to 

the City of Altamonte Springs. This was a one time event and does not 

establish apattem. In the Oakland Shores system, several customers were 

transferred to the City of Maitland service area when an adjacent small 

UIF system known as Druid Isles was purchased by the City o f  Maitland. 

This also was a one time event. For the Park Ridge system there is really 

not a negative growth pattern. The number of customers has not changed 

in many years, however, the annual consumption varies from year to year - 

sometinies up - sometimes down. Over the past five years the annual 

change has averaged less than one-half of one percent - hardly a pattern. 

WASTEWATER TREATMENT PLANT 

Q. At page 12 of his prefiled testimony, Mr. Biddy takes issue with your 

approach to calculating used and useful for the Crownwood 

wastewater treatment plants. He alleges that you have not used any 

of the “longstanding and Commission recognized and approved 

methodologies” and seem “intent on breaking new ground.’’ Is that 

true? 

No. I have no idea what Mr. Biddy is talking about. I calculated used and 

useful for the Crownwood plant using exactly the same formula and 

A. 
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components that he did, and in compliance with Commission Rule 25- 

30.432, F.A.C. We differ only in our calculation of growth and in the 

application of excess I&I. He used the three month average daily flow of 

25,282 GPD to represent demand and I used the three month average daily 

flow of 25,282 GPD to represent demand, He used the three month 

average daily flow permitted capacity of 40,000 GPD and I used the three 

month average daily flow permitted capacity of 40,000 GPD. He used 

2,178 GPD to represent 5 years growth and I used 2,207 GPD to represent 

growth - an insignificant difference. He deducted 362 GPD as representing 

excess I&I. I concluded that there was no excess I&I. He concluded that 

the plant was 67.75% used and useful. I concluded that the plant was 

68.72% used and useful. Whatever Mr. Biddy read into my methodology, 

just isn’t there. 

Mr. Biddy faults you for not making a used and useful determination 

for treatment plant investment that was allegedly removed from 

service in three systems - Ravenna Park, Weathersfieid and 

Summertree - that now transport their effluent for treatment. Would 

you please respond? 

When I prepared my used and useful analysis, I was not aware that any 

facilities were on the books of the company that were not providing 

service. If they are, obviously some accounting treatment for that 

Q. 

A. 
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investment should be considered. Mr. Lubertozzi will be addressing Mr. 

Id now like you to address Mr. Biddy 

g used and useful for water supply 

, I would direct you to th ected MFR Schedules 

rrected schedules affect Mr. 

Biddy’s calculatio 

Yes. It affects his calcul 

Golden HilldCrownwo 

x hi b it TLB-3? 

A. used and useful for the Marion County 

ystein Source of Supply and Pumping 

Q. At page 15 of his prefiled testimony, Mr. Biddy proposes that source 

of supply and pumping should be evaluated in accordance with the 

FDEP rule for design. Would you please address his proposal? 

A. Yes. According to Mr. Biddy’s testimony, source of supply and pumping 

components should be evaluated in accordance with FDEP rules; 

specifically FDEP Chapter 62-500, F.A.C. I believe that is an inadvertent 

and incorrect reference. There is no FDEP Chapter 62-500, F.A.C. 
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However, judging from additional statements in Mr. Biddy’s testimony, 

I will assume he meant to refer to Chapter 62-555, F.A.C. which addresses 

the permitting and construction of public water systems. Mr. Biddy’s 

testimony states that the FDEP rule sets forth Section 3.2.1.1 of Ten States 

Standards as the govemiiig rule. I can find no specific reference to 

Section 3.2.1.1 of the Ten States Standards in this FDEP rule or any other 

FDEP rule. There is, however, a general reference, in FDEP Rule 62- 

555.330, F,A.C., to the Recommended Standardfor Water Works, which 

is the official name of the Ten States Standards. The stated purpose of that 

reference in the FDEP rule, and the six other general references that are 

listed, is “to be applied in determining whether applications to construct 

or alter a public water system shall be issued or denied.” Since the FDEP 

has approved all of the applications to construct all of UIF’s wells, one 

would have to conclude that the utility met the test that Mr. Biddy 

references. 

That being said, I disagree that this particular DEP rule , or any DEP rule, 

should become the basis for the Commission’s evaluation of used and 

useful. The Commission can and does consider DEP design and operating 

requirements as a factor in a rate case. It does, in fact, review whether a 

utility is in compliance with DEP requirements. But the evaluation ofused 

and useful requires j udgnient not only of engineering considerations, but 
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aIso efficiency, economics and sufficiency. That is not necessarily evident 

in any particular DEP rule or rules. 

With regard to the specific paragraph in Ten State Standards relied on by 

Mr. Biddy to support his used and useful calculations, his interpretation 

is myopic. The paragraph quoted by Mr. Biddy states that groundwater 

source capacity shall equal or exceed design maximum day demand and 

equal or exceed the design average day demand with the largest producing 

well out of service. Mr. Biddy assumes, for his calculations, that only 

capacity equal to the stated quantities is 100% used and usehl, but any 

capacity that exceeds the stated niiiiinium requirement is excessive and 

non-used and useful. He does this even though it is clear from the wording 

that these required quantities are minimum quantities. 

Even if one were to rely 011 this particular paragraph, it would have to be 

done in the context of other portions of the document. For example, 

Section 7.2 of Ten State Standards addresses hydropneumatic systems. 

According to Section 7.2.2, “the capacity of the wells and punips in a 

hydropneumatic system should be at least ten times the average daily 

consumption rate.” Nine of UF’s  17 water systems are hydropneumatic 

systems. If Section 7.2.2 were applied, rather than Section 3.2.1.1, the 

used and useful percentages for these system would range from 86% to 

well over 100%. This compares to a range of 13% to 100% using Mr. 

Biddy’s approach. €3-9 provides a system by system comparison. 
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Q. Are you recommending that Ten State Standards Section 7.2.2 be 

used as a basis for evaluation used and useful for hydropneumatic 

systems? 

No. I am just trying to point out the problems that arise when one tries to 

evaluate used and useful on the basis of various design criteria without 

looking at the whole picture. Drawing on singular paragraphs as a 

standard, without relating them to any other requirements says nothing 

about the presence or absence of other system components, their 

interrelationship, and their impact on the operation of the system. 

Are there any other problems with Mr. Biddy’s approach to his 

analysis of used and useful for supply and pumping that you would 

like to address? 

Yes. In relyng on the minimum requirement of Ten State Standards 

Section 3.2.1.1 for systems with no or negligible storage capacity, Mr. 

Biddy looks only at average day and maximum day demand and 

completely ignores how demand in excess of that amount will be served. 

Whether that excess demand is characterized as peak hour demand as PSC 

Staff does, or instantaneous demand, as I do, the demand is there and must 

be met. With no storage available to supplement demand in excess of 

average day or maximum day, the capacity must come directly from the 

well pumps. The utility recognizes this deficiency in its proposed 

A. 

Q. 

A. 
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approach and the Commission engineering staff recognizes this deficiency 

in its proposed approach. 

The inadequacy of the result of Mr. Biddy’s approach becomes clear when 

the allowable used and useful capacity of each system without storage is 

compared to the peak deinands placed on those systems, whether 

measured by peak hour demand as proposed by the Staff or instantaneous 

demand as I have proposed. The bottom line is, it would not be possible 

for the systems that have no storage or negligible storage to adequately 

serve demand with the capacity which Mr. Biddy’s approach would allow. 

FS- 10 summarizes these inadequacies. 

Thus far you directed your critique of Mr. Biddy’s methodology to his 

reliance on DEP rules as a basis for evaluating used and useful. Do 

have comments regarding any other parts of his approach? 

Yes. Mr. Biddy has analyzed each water system on a component by 

component basis rather than on an integrated system basis. Although that 

is a legitimate approach for some systems, I do not think it is appropriate 

for these systems. 

Q. 

A. 

Q. Why is that? 

A. All ofthe systems are small systems that dependw aliiiost exclusively on 

well pumping capacity to serve demand. For most, the storage capacity for 

these systems is either hydropneumatic or limited ground storage and, as 

previously pointed out, analyzing each component fails to recognize the 

2 6  



8 4 3  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1 9  

2 0  

21 

2 2  

interrelationship of those components. And as previously demonstrated 

that is one of the reasons Mr. Biddy’s used and useful results are so low. 

What about the UIF systems that have some storage and high service 

pumping capacity? 

The same is true for these systems. They should be evaluated as integrated 

systems in order to recognize the interrelationship of those components. 

Can you give an example of how considering components separately 

doesn’t recognize the interrelationship of the components? 

Yes. Let’s look at how Mr. Biddy analyzed the Weathersfield water 

system, This system has only two wells, but it has 100,000 gallons of 

storage as a part of a cascade aeration system. Mr. Biddy found the wells 

and pumps to be only 56.3% used and useful which, according to his 

calculations resulted in 346,428 GPD excess capacity on an average daily 

flow basis. However, he found the 100,000 storage tank to be over 100% 

used and useful, because, according to his calculations, there is a 248,197 

GPD deficit. If there is 248,197 GPD storage deficit, where is the capacity 

required to serve the difference between the ADF and the MDF and the 

peak hourly flows going to come from? It will obviously have to come 

froin the “excess” well capacity. Now, if we accepted Mr. Biddy’s 

approach on its face, and just added the storage deficit to the demand on 

the well pumps, you would be up to 92% used and useful, no questions 

asked. You just can’t look at these small systems in a piece meal fashion. 

Q. 

A. 

Q. 

A. 
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Q. While we are looking at Weathersfield, what about the way Mr. 

Biddy’s has handled water treatment plant? 

A. That’s a good question. Mr. Biddy has also analyzed the aerator as a 

separate component. That is all that makes up the water treatment 

equipment, other than chlorination. Mr. Biddy correctly identifies the 

capacity of the aerator as 1,500 gpm. He then carries out a typical demand 

vs. capacity analysis as if the aerator were sized just on the basis of 

serving demand and reaches the conclusion that the aerator is 27.5% used 

and useful. The aerator is not sizedjust on the basis of serving demand. 

It is sized to handle the flows when all wells are operating and directing 

flows into the storage tank associated with the aerator. Weathersfield has 

a total well pumping capacity of 1,550 gpm and an aerator capacity of 

1,500 gpm. If the other systems with aerators are analyzed you will find 

that the capacity of each matches the well pumping capacity. They are all 

100% used and useful. Mr. Biddy’s piecemeal approach simply distorts 

the results for these systems. 

RESPONSE TO MS. DERONNE 

Q. 

A. 

What is your understanding of Ms. DeRonne’s testimony? 

It is my understanding that she has prepared a financial evaluation of 

UIF”s rate request on behalf of the Office of Public Counsel. It is also my 

understanding that, in preparing her evaluation, she has relied on, and 

incorporated, the conclusions of Mr. Biddy with regard to used and useful, 
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including his conclusions regarding any alleged excess unaccounted-for- 

water or I&I. 

What is the purpose of your response to her testimony. 

The only purpose is to state, that to the extent I disagree with Mr. Biddy’s 

results, I also disagree with the effect incorporating those results would 

have on her financial evaluation. I have not done any analysis of her 

testimony with regard to her use of Mr. Biddy’s input. Suffice it to say, 

that whatever decision the Commission makes in this proceeding 

regarding used and useful, unaccounted-for-water and I&I, will have a 

fallout effect on the rate base and expense components to which they 

Q. 

A. 

apply- 

RESPONSE TO MR. REDEMANN 

Q. Have you reviewed the prefiled direct testimony and exhibits of Mr. 

Redemann? 

A. Yes, I have. 

Q. 

A. 

Do you have any general observations? 

Yes. Mr. Redemann’s testimony discusses the appropriate methodology 

for determining used and useful. After reviewing his testimony, I would 

conclude that we are in general agreement on several points. It appears 

that with regard to detemiining used and useful for water plant for this 

particular utility he has (1) evaluated the systems on an integrated basis 

rather than on a component by conipoiient basis, (2) detennined that they 

2 9  
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be evaluated on the basis of the firm reliable capacity of the wells, (3) 

determined that systems with little or no storage must meet peak demands 

from their well capacity, and (4) determined that for systems with little or 

no storage, the evaluation should on the basis of gallons per minute (gpm) 

rather than gallons per day (GPD). 

Are there any points in Mr. Redemann’s testimony with which you 

take issue? 

Yes. As previously noted, Mr. Redemam and I appear to agree that water 

systems with little or no storage must meet peak demands fi-om their well 

capacity and should be evaluated on the basis of (gpm) rather than (GPD). 

However, we do not agree on how peak demands should be represented. 

Mr. Redemam has taken the position that peak demand should be 

represented by peak hour demand. I have taken the position that it should 

be represented by the system’s instantaneous demand. 

Are your positions that far apart on this issue? 

No. In fact I believe we are not at all apart in goal; Le., to find a valid 

proxy for the maximum demand faced by well pumps in a system with 

little or no storage. We differ only in how to practically represent that 

demand. 

What is Mr. Redemann’s rationale for using the peak hour demand 

iw 
4 

Q. 

A. 

Q. 

A. 

Q. 

L I  rather instantaneous demand? 

3 0  
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A. As I understand Mr. Redemann’s prefiled testimony, the primary reason 

he would rather uses peak hour demand is because more information is 

available about how to estimate peak hour demand than there is about how 

to estimate instantaneous demand, peak hour demand is more commonly 

used, and peak hour demand can be estimated from actual system data. In 

addition, he believes that the information I used for estimating 

instantaneous demand is from an old source that is used as a design 

criteria and does not necessarily reflect current water usage patterns. 

Would you please respond to that rationale? 

Yes. First I would like to point out that whether peak hour demand or 

instantaneous demand is used, both are typically determined from 

estimates, not from directly recorded data. Mr. Redemann provides an 

AWWA reference that shows peak hour demand to be estimated as 

between 1.3 and 2.0 times peak day. Another AWWA reference, 

Distribution System Requirements for Fire Protection, Manual M3 1, goes 

further and states that €or small systems, peaking factors may vary 

significantly higher. So, even though his base may be recorded maximum 

day flows, estimation is still involved. 

With regard to the age of the resource I used to estimate instantaneous 

demand, I admit it is old - some 38 years. However, through an 

interrogatory, Staff asked whether I had considered relying on a 1999 

Army Corps of Engineers reference that followed virtually the same 

Q. 

A. 

31 
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rationale as my 38 year old resource. So, the age of the reference is 

immaterial as Tong as the rationale is valid. As was explained in the 

response to the interrogatory, I rejected the newer reference because it 

appeared to produce results that were too low for small systems and too 

high for what would be expected for larger systems. 

Q. Are the rationales for estimating peak hour demand and 

instantaneous demand the same? 

Yes. Both of these measurements depend on customer diversity. Each 

individual customer, if its demand were measured, will produce a single 

highest instantaneous demand on the system at some time during a day. 

But the combined demand of many customers is not the simple arithmetic 

total of each individual demand. The reason is that all customers do not 

necessarily produce their individual demand at exactly the same time. And 

the more customers there are on the system, the less the probability that 

customer demands will be coincident. In addition, the longer the period 

over which individual demands are measured, the less the probability that 

demands will be coincident and the more the probability that they will be 

diverse. So, for the same set of customers in a system, one should 

expectMd the coincident instantaneous demand to be higher than the 

coincident peak hour demand, since the peak hour demand reflects the 

average of 60 instantaneous demands. 

Why is it important to understand this? 

A. 

Q. 
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larger and diversity increases, coincident instantaneous demands will 

continue to be reduced until they approach the limit of the peak hour 

demand. In Mr. Redemann’s testimony, he indicated that the peak hour 

design criteria is 1.1 gpm per ERC. The resource I have used to estimate 

instantaneous demand begins with an estimate of 15 gpm for a single 

residential customer (ERC), but it quickly drops to 3.19 gpdERC for 100 

customers, 1.54 gpndERC for 500 customers, and reaches a limit of 1.07 

gpm/ERC for systems of 1,000 or more. This is right in line with the 

design criteria of 1 . 1  gpm/ERC for peak hour demand and tends to support 

the method I have used to estimate instantaneous demand. 

How do you respond to the Commission’s comment cited by Mr. 

Redemann that your resource for estimating instantaneous demand 

does not necessarily reflect current water usage patterns? 

I do not believe it is relevant. I interpret the comment to mean that the 

Q. 

A. 

Commission believes that current efforts toward water conservation would 

probably result in lower numbers than reflected in a 3 8 year old document. 

However, conservation by customers is usually reflected in a lower total 

volume of water used or a lower seasonal volume of water used, but not 

necessarily a lower use at the peak. Therefore, one should expect to see 

a lower average day demand and even a lower maximum day demand, but 
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not necessarily any significant reduction in instantaneous or peak hour 

demand. In fact, the ratio of instantaneous or peak hour demand to average 

or maximum day demand may be exacerbated. 

Q. The results of your analysis and Mr. Redemands analysis produce 

the same used and useful results in this case. Why, then, are you 

addressing this an issue? 

The fact that Mr. Redeinann and I reached the same conclusion through 

different means in t h s  case doesn’t carry over to any other case. And, 

although the concept of instaiitaneous demand as a basis for used and 

useful has been addressed to some degree in other cases, it has never been 

addressed at a hearing. I believe it is a legitimate and meaningful approach 

for small systenis without storage, and it is important that the Commission 

have the opportunity to explore it, The wells and pumps in water systems 

without storage have to meet demand - instantaneous, as well as hourly 

and daily. I do not believe that using only the peak hour demand captures 

that requirement. 

Does that conclude your rebuttal testimony? 

A. 

Q. 

A. Y e s  it  does. 
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MR. WHARTON: And we w i l l  dispense w i th  the summary 
and tender the witness for cross. 

COMMISSIONER DEASON: M r .  R e i l l y .  

MR. REILLY: V i r t u a l l y  .a17 o f  our 

t o  the subject t ha t  was j u s t  - -  the materia 

str icken. So we j u s t  have r e a l l y  bas i ca l l y  

questions here. 

CROSS EXAMINATION 
BY MR. REILLY: 

questions re1 ated 

s tha t  were j u s t  

one o r  two l i t t l e  

Q And, Mr. Seidman, would you agree tha t  the use by M r .  

Biddy o f  the 10 percent l i m i t  f o r  allowable I / I  i n  h i s  i n i t i a l  

TLB-6 f o r  Ravenna Park/Lincoln Heights system resulted i n  less 

o f  an adjustment than s t a f f  engineer Redemann's adjustment 

using the 500-gal lon per inch diameter per mi le  o f  sewer? 

A No, 1 wouldn't. And maybe i t  i s  a misunderstanding 

o f  what the exh ib i t  was t h a t  he provided. 

read h i s  exh ib i t ,  that i t  ended up i n  more do l la rs  removed than 

s t a f f ,  and t h a t  i s  j u s t  the way I read i t ,  so - -  

I thought, when I 

Q What about the o r ig ina l  10 percent allowance tha t  he 

a1 1 owed? 

A 

Q He adjusted it. 

A 

That he ended up - -  

Did h i s  change end up i n  l ess  o f  an adjustment than 

h i s  o r i g i n a l ?  

Yes, I t h i n k  tha t  h i s  l a t e r  adjustment using the 200 Q 
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gal lons resul ted i n  a higher adjustment than using h i s  10 

percent allowance. I can get you the  number subject t o  check. 

A Okay. Maybe t h a t ' s  easier. 

Q It i s  my understandinglhat h i s  revised adjustment 

was i n  the $57,000 range, which was higher than s t a f f ' s  45,000, 

but t h a t  h i s  i n i t i a l  10 percent allowance produced an 

adjustment o f  only i n  the range o f  $30,000. 

understanding? 

Is t h a t  your 

A No. I recognize the d i f ference between the 56 and 

the 46, I don ' t  reca l l  the 30,000 i f  t h a t  was the adjustment on 

the other one. 

Q So you don ' t  know tha t  h i s  standard 10 percent 

allowance ac tua l l y  produced less o f  an adjustment tha t  s t a f f ' s  

500 gallons? 

A No. 

Q 

A Did I read - -  

Q S t a f f  Witness Donna DeRonne? Excuse me, OPC. 

A No, I d i d  not.  

Did you read Donna's testimony? 

MR. REILLY: No fur ther  questions. 

COMMISSIONER DEASON: S t a f f .  

MS. GERVASI: We have no questions. 

MR. WHARTON: We would move Composite Exh ib i t  27. 

COMMISSIONER DEASON: Without object ion,  show Exhib i t  

27 i s  admitted. 
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(Exhib i t  27 admitted i nto the record. ) 

COMMISSIONER DEASON: Thank you, M r .  Seidman. 

MR. FRIEDMAN: We c a l l  our f ina l  witness, Mr. Steven 

Lubertozzi . 
STEVEN LUBERTOZZI 

was ca l l ed  as a rebuttal  witness on behal f  o f  U t i l i t i e s  Inc.  o f  

Flor ida,  and, having been duly sworn, t e s t i f i e d  as follows: 

DIRECT EXAMINATION 

BY MR. FRIEDMAN: 

Would you please s tate your name? 

Steven Lubertozzi . 
And you have been previously sworn and previously 

i n t h i  s proceedi ng? 

Yes, I have. 

M r .  Lubertozzi , d i d  you prepare o r  d i d  we f i l e  on 
f p r e f i  l e d  rebut ta l  testimony? 

Yes, I did.  

And do you have any changes o r  correct ions t o  tha t  Q 
t e s t  i mony? 

A 

e a r l i e r  on, so tha t  would change some o f  my testimony, and also 

exh ib i ts  t h a t  were - -  I th ink  i t  was Exh ib i t  Number 9 t o  my 

deposit ion t h a t  was a1 so changed. 

Yes, I do, we had some items t h a t  were s t ipu la ted  t o  

Q And tha t  l a s t  one was one o f  the documents t h a t  was 

admitted as one of the exh ib i ts  yesterday along w i t h  the 
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A Yes. 
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es, i s  t ha t  what you are t a l  k ing about? 

t h i n k  i t  was Composite Exh ib i t  Number 6. 

Q And, M r .  Lubertozzi, i f  I asked you the questions 

tha t  are i n  your p r e f i l e d  testimony, would you answer the same 

as you have i n  your p r e f i l e d  testimony? 

A Yes 

MR. FRIEDMAN: Commissioners, I would ask tha t  Mr. 

Lubertozzi ' s testimony be inserted i n t o  the record as read and 

t h a t  h i s  exh ib i t s  be given an exh ib i t  number. 

COMMISSIONER DEASON: Okay. Without object ion the 

testimony sha l l  be inserted i n  the record. 

there are any p r e f i l e d  exh ib i ts  w i t h  the rebut ta l  testimony, so 

which exh ib i t s  are you r e f e r r i n g  t o  t h a t  you wish an exh ib i t  

number? 

I do not  show tha t  

MR. FRIEDMAN: I ' v e  got SML-3, 4, 5, 6, 7, 8, 9, 10, 

11, and 12 on my copy o f  the prehearing statement. 

COMMISSIONER DEASON: Apparently I j u s t  don ' t  have 

tha t  w i t h  my version. 

MR. FRIEDMAN: Okay. 

COMMISSIONER DEASON: Can you give me t h a t  reference 

again? 

MR. FRIEDMAN: SML-3 through 12. 

COMMISSIONER DEASON: SML-3 through 12 shal l  be 

i d e n t i f i e d  as Composite Exh ib i t  28. 

MR. FRIEDMAN: Thank you. 
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(Composite Exh ib i t  28 marked f o r  i d e n t i f i c a t i o n . )  
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REBUTTAL TESTIMONY OF 

STEVEN ha* EUBERTOZZI 

Q. Please state your name and business address. 

A. 

Q* 

A. 

Q. 

A. 

Q* 

A. 

I. 

Q* 

My name is Steven M. Lubertozzi. I am the Director of Regulatory 

Accounting for Utilities, Inc. aiid its subsidiaries. My business address in 

2335 Sanders Road, Northbrook, Illinois 60062. Utilities, Inc. of Florida 

(“UF”) is a subsidiary of Utilities, Inc. 

Mr, Lnbertozzi, have you previously filed direct testimony in this 

proceeding? 

Yes, I have. 

Mr. Lubertozzi have you reviewed the Direct Testimony of the witnesses 

testifying on behalf of the Staff of the Florida Public Service Commission 

(Vommission’’) and the Citizens of the State of Florida by and through 

the Office of Public Counsel (“OPC”) filed in this proceeding? 

Yes, I have. 

What is the purpose of your rebuttal testimony? 

To respond to the testimony of the witnesses of the Cominission Staff and 

OPC. 

Testimony of Ted L. Biddy, 

How would Mr. Biddy’s treatmerit of removing the Utility Plant in 

Service relative to the systems (for Raverina Park and the Weathersfield 

systems in Seminole County and the Summertree system in Pasco 
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A. 

Q* 

A. 

Q- 

A. 

Q. 

A. 

County) that pump their wastewater to a municipality affect UIF? 

Mr. Biddy’s proposal to remove the $796,491 from the corresponding plant 

accounts would punish UIF for a ibrced abandonment and/or prudent 

ret iremen t . 

Are there any Commission Rules that provide guidance on the 

accounting treatment of forced abandonment or prudent retirements? 

Yes.  Rule 25-30.433(9), Florida Administrative Code, states that plant assets 

that are abandoned or retired prior to the end of their depreciable lives shall 

be amortized over a time period calculated pursuant to that rule. 

According to Rule 25-30.433 (9), what is the time period over which this 

plant should be amortized ? 

According to Rule 25-30.433(9), the amount of Utility Plant in Service 

relating to the Ravenna Park and the Weathersfield systems in Seminole 

County and the Summertree system in Pasco County referenced in Mr. 

Biddy’s testimony on pages 5 and 6 should be amortized over 9, 7 and 8 

years, respectively. 

Have you calculated what the amount to be amortized should be? 

Yes. The Ravenna Park retirement would be amortized at $36,912 per year 

for 9 years, the Weathersfield retirement would be amortized at $10,460 per 

year for 7 years, and the Suniniertree retirement would be amortized at 

$22,988 per year for 8 years. Attached hereto is Exhibit (SML- 

3 )- depicting my calculations of the retirement period and related 

Pace 3 of27 
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Q* 

A. 

Q4 

A. 

Q= 

A. 

Q a  

A. 

Q* 

A. 

Q- 

A. 

an] o 1111 t s . 

Is this accounting treatment consistent with past Commission practices? 

Yes, the Comniissionhas consistently adopted Rule 25-30.433(9) and applied 

the methodology set out in it. 

Was there any CIAC related to the plants in question? 

No. UIF’s records show that there was no CIAC related to these plants. 

Was Rule 25-30.433(9) used to calculate depreciation in the test year? 

No. UXF used its standard depreciation rates in the test year. 

Should the amortization be included in the test year calculation? 

Yes. Because U F  has only taken standard depreciation from the date the 

systems were taken off line through the test year, it would be appropriate to 

include this amortization in the test year because it is only the remaining 

value that is being ainortized. 

Have you tried to reconcile the dollar amounts discussed in Mr. Biddy’s 

testimony on the top of page 6? 

Yes, I have. However, certain amounts contained in his work papers do not 

tie the financial data provided and others contain incorrect data. 

Can you please explain? 

Yes .  For the Ravenna Park retirement, Mr. Biddy recommends that $392,882 

be removed from UPIS. However, on page 3 of 4 of Exhibit TLB-5 Analysis 

of Plant in Service Amounts, Mr, Biddy indicates the sewage treatment plant 

in the aniount of $329,536,64 should be removed, but this does not tie to 
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Exhibit TLB-5, Attachment 1. 

What shouId the correct amount be? 

The amount should be $341,761.72. This is supported by Exhibit TLB-5, 

Q. 

A. 

Q- 

A. 

Q* 

A. 

Q* 

A. 

Q* 

A. 

Q 9  

Attachment 1, page 5 of6. Specifically, refer to account No. 3804005. 

Are there ariy others? 

Yes. Again, for the Ravenna Park system, Mr. Biddy recommends that there 

should be a reduction from UPIS for the Building and Structures account. 

However, on page 3 of 4 of Exhibit TLB-5 Analysis of Plant in Service 

Amounts, Mr. Biddy indicates that the building and structures account in the 

amount of $57,099.91 should be removed, but this does not tie to either page 

3 or page 5 of Exhibit TLB-5, Attachment 1. 

What is the correct amount? 

The correct ainount is $57,099.87. This is supported by Exhibit TLB-5, 

Attachment 1, page 5 of 6* Specifically, refer to account No. 3547003. 

Are there any others? 

Y e s ,  For the Summertree system Mr. Biddy recommends that $109,496 

should be removed from W I S  for sewer treatment plant. However, this 

amount does not tie to Exhibit TLB-5, Attachment 2, Page 1 of 3, Account 

No. 3804005. 

What is the correct amount? 

The correct amount should be $109,046. 

Are there any others? 
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A. 

Q* 

A. 

Q* 

A. 

Q- 

A. 

Q* 

A. 

860 

Yes,  for the Weathersfield system Mr. Biddy recommends that $132,286.99 

should be removed from UPIS for Building and Structures. However, it 

seems as though Mr. Biddy has used the incorrect amount and the incorrect 

account. 

Coiild you please explain? 

Yes,  Account No. 354201 1, Lift Stations had a year end balance as of 

December 3 1,2001 of $135,286.99 and Account No. 3547003, Buildings and 

Structures had a year end balance as of December 31,2001 of $146,560.53. 

Neither one of these ties to Mr. Biddy’s Exhibit TLB-5. 

What is the correct amount and from which account is it derived? 

The correct amount is $146,560.53 from Account No. 3547003, Buildings 

and Stiuctures. 

Are the any other concerns that you have with Mr.Biddy9s 

recommendation that $796,491 be removed from UPIS? 

In addition to the errors and or oinissions listed above, Mr. Biddy has 

neglected to offset these UPIS amounts with the appropriate Accumulated 

Depreci at i on. 

What is your opinion of how these retirements should be treated for 

accountiiig purposes? 

Rule 25-30.433 (9) was promulgated for the specific purpose of establishing 

the appropriate treatment for abandoiments or retirements of plant before the 

end of their depreciable lives and it should be adhered to in this case. 
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Q 9  

A. 

- 11. 

Q* 

A. 

Q* 

A. 

Therefore, the amount and time periods presented earlier in my testimony 

accurately reflect the proper accounting treatment. 

Should amounts related to Utility Plaiit in Service and Accumulated 

Depreciation be removed from those accounts prior to any used and 

useful calculations are applied? 

Yes. The amounts corresponding to UPIS and Accumulated Depreciation 

should be removed before the used and useful percentages are applied. 

Testimony of Mark  Cicchetti. 

Do you agree with Mr, Cicchetti’s recommendation that tlie Commission 

should apply the leverage formula without the third adjustment for the 

50 basis points? 

No. Mr. Cicchettis’ recommendation is not reasonable and should not be 

accepted. If his recommendation to exclude the 50 basis point adjustment is 

accepted, then the delta between the cost of debt and the cost of equity would 

be insufficient. The investor is entitled to a premium over the return to the 

debt holder because of the additional risk the investor takes. The debt holder 

has prior claim 011 tlie assets and earnings of a utility. These claims must be 

satisfied before funds are available to the investor. 

Has the Commission applied the leverage formula, including the 50 basis 

point adjustment, in determining rates for medium to large utilities? 

Yes. hi virtually all rate cases for Class A utilities that utilized the PAA 

process, the Cominission applied the leverage formula, including the 50 basis 
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Q. 

A. 

Q- 

A. 

Q* 

A. 

Q. 

point adjustment. In several rate cases involving utilities of a similar size to 

UIF in which the OPC was involved, the OPC stipulated to the use of the 

leverage foimula. 

Mr. Cicchetti recommends that the entire gain on sale of utility assets 

should be attributed to ratepayers. Do you agree? 

No. As presented in my Direct (Gain on Sale) Testimony filed in this Docket 

on February 17, 2003, the investor alone bears the risk of investing in a 

utility, not the customer. Therefore the investor is entitled to receive any 

gains received from the sale of a utility’s assets. 

What are some of the risks undertaken by an investor in a utility? 

Unlike a niore conventional investment, investors in a regulated utility are not 

permitted to earn unlimited returns on their investment. By statute, investors 

in a regulated utility are perrnitted an opportunity to earn only a “reasonable 

return” on their investment, and even this is not guaranteed in all 

jurisdictions. 111 addition, investors in regulated utilities are also burdened by 

regulatory lag, during which investors experience a delay in realizing a return 

on their investment. 

Has UIF engaged a rate of return expert to rebut the testimony of Mr. 

Cicchetti? 

Yes .  UIF has engaged Mrs. Pauline Ahem, of AUS Consultants, to provide 

testimony on rate of retum. 

Can you explain CLregiilatory lag”? 
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A. “Regulatory lag” commonly refers to the delay between the time investors in 

a regulated utility make their investment and the time the relevant regulatory 

body approves the utility’s application for a rate increase. In other words, in 

A. 

Q- 

A. 

Q* 

A. 

- 111. 

Q* 

more conventional investments, an investor, theoretically, can realize a return 

on his or her investment immediately. Investors in regulated utilities must 

wait until the regulatory body approves a rate increase, if it does so at all. 

I f  Mr. Cicchetti’s recommendation to attribute the entire gain realized 

by UIP to ratepayers is accepted, would investors in a regulated iitiIity 

still face other risks? 

Yes. An investor would be faced with the loss of all of his or her investment. 

In  your opinion, what is the appropriate accounting treatment of the 

gain realized by a regulated utility on the sale of utility assets? 

In my opinion, gains, as well as losses, from the sale of utility assets 

rightfully belongs to the utility’s investors . 

Has UIF engaged a coiisultant to provide testimony on the appropriate 

accounting treatment of gains axid losses realized on the sale of utility 

assets? 

Yes. UIF has engaged MF. Hugh Gower to provide testimony in this regard. 

Testimony of Kimberly Dismukes - Gain on Sale. 

Do you agree with Ms. Disniukes’ recommendation that the Commission 

attribute any gains realized on the sale of UIF’s assets to the ratepayers 

of the relevant system? 
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by the utility in which they invested. Ratepayers pay for services provided 

by the utility. The utility is capable of providing these services solely because 

a11 investor decided to invest his or her money in the utility. Restated simply, 

the investor undertakes to bear all of the risks, and should receive all of the 

gains. Accepting Ms. Dismukes’ recommendation would produce patently 

unfair results . 

Do ratepayers acquire an ownership interest in a utility by paying rates? 

No. The Commission, in Order No. PSC-93-0301-FOF-WS, dated February 

25, 1993, stated dearly that: 

Q. 

A. 

“We agree with the utility that ratepayers do not acquire a proprietary 

interest in utility property that is being used for utility service. We 

also agree that it is the shareholders who bear the risk of loss in their 

investments.. . .” 

Q. Was the Green Acres sale to the City of Altamonte Springs and Druid 

Isle sales entered into through condemnation proceedings or under 

threat of condemnation proceedings? 

Yes .  Attached hereto as Exhibit (SML-4) is a copy of the contract 

entered into by UIF and the City of Maitland regarding the sale of the Druid 

Isle systems; and Exhibit (SML-5) the contract entered into by UIF 

A. 
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and the City of Altamonte Springs regarding the sale of the Green Acres 

campground. 

Q. How does this support your coratention that transactions were entered 

into under condemnatiou proceedings or the threat of condemnation 

proceedi~igs? 

The recitals on page 1 of the contract with the City of Maitland state : A. 

“WHEREAS, owner and the City have reached an agreement under 

the threat of condemnation and Owner desires to sell and the City 

desires to purchase the Facilities in the Service Area for said purpose 

in accordance with the terms of this Agreement.” (Emphasis added) 

Further, the recitals on page 1 of the contract with the City of Altamonte 

Springs state: 

“WHEREAS, owner and the City have reached an agreement under 

the threat of condemnation and Owner desires to sell and the City 

desires to purchase the Facilities in the Service Area for said purpose 

in accordance with the temis of this Agreement.” (Emphasis added) 

IXLA. Testinioiiy of Kimberly Dismukes - Allocation. 

Q. Do you agree with Ms. Dismukes’ contention that all of the expenses that 

have been allocated from the document entitled the “Water Service 

Corporation Distribution of Expenses” should be disallowed or 

calculated using her alternative methodology? 

A. No. The method of allocating expenses among the operating subsidiaries of 
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Utilities, Lnc. is an equitable one, hi addition, this method of allocation was 

used to allocate expenses in Utilities, I i d s  three most recent rate cases 

(Wedgefield Utilities, Inc. [2002], Utilities, hic. of Sandalhaven [2003] and 

Cypress Lakes, Utilities, hc.[2003]), and in UIF’s last two (1994 and 1995) 

rate proceedings. 

Can you explain the process used to create the document entitled “Water 

Service Corporation Distribution of‘ Expenses”? 

Yes ,  I can. Water Service Corporation’s rate base and expenses that cannot 

be directly attributed to a specific company are allocated proportionately to 

all operating subsidiaries of Utilities, Inc, There are multiple factors and 

calculations used to allocate these expenses. Allocation factors can include 

the number of employees, the number of bills mailed and the number of 

customer equivalents within a certain region. However, the majority of 

expenses are allocated based on the number of customer equivalents. 

How are customer equivalents calculated? 

Customer equivalents are calculated using the following methodology: 

One Water Customer On e- Customer Equivalent 

One Wastewater Customer One-Customer Equivalent 

One Water & Sewer Customer One and one-half Customer Equivalent 

Avai 1 ability Customer .25 Customer Equivalent 

Distribution Customer S O  Customer Equivalent 

C o I1 ec t i o 11 Cu s t onier S O  Customer Equivalent 

Q. 

A. 

Q. 

A. 
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Q. 

A. 

Why does Utilities, Inc. use these allocation factors? 

Utilities, Inc, believes this is an equitable way to allocate expenses and that 

this type of allocation accurately reflects the accountability of the various 

operating subsidiaries for expenses incurred. This methodology has been 

approved or accepted in all states in which Utilities, Inc. operates. 

Can you explain why Utilities, Inc. believes this is an equitable 

distribution methodology? 

Yes. For example, if there were two apartment buildings both with a 2-inch 

meter serving multiple water customers and the first apartment building 

serves thirty-five water customers, this would be counted as thirty-five 

customer equivalents. If the second building, with the same size meter serves 

forty water customers, this would be counted as forty customer equivalents. 

Utilities, Inc. believes that the additional customers should be accounted for 

through customer equivalents because the number of customers coupled with 

consumption and other factors drive capital investments and related operating 

expenditures. 

Can you explain why a customer that is both a water and wastewater 

customer is not counted as two customer equivalents? 

Y e s .  A customer that is both a water and wastewater customer does not 

receive two separate bills and does not require the same level of business 

resources as a water-only or wastewater-only customer would. 

Does Utilities, Inc. have a written policy as to the calculation of customer 

Q. 

A. 

Q. 

A. 

Q. 
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A. 

Q- 

A. 

Q- 

A. 

Q* 

A. 

Q* 

equivalents? 

No, it does not, Historically, this calculation has been determined on a case- 

by-case basis with the input of operations personnel. Utilities, Inc. has been 

using this methodology consistently for many years. 

Does Utilities, Inc. plan on creating a written policy as to the calculation 

of customer equivalents? 

Yes. The appropriate individuals within Utilities, h c .  are currently analyzing 

this methodology and studying the implications and the best way to proceed 

with implementing a written policy. 

Would it be fair and equitable to UIF and its ratepayers to implement a 

change in the method of allocatirig expenses to one operating subsidiary 

of Utilities, Inc. and not all the others using the same test year. 

No * 

Could you please explain why? 

The “Water Service Corporation Distribution of Expenses” document is 

calculated using year-end expenses and customer equivalents calculated on 

data collected mid-year. Any change in the allocation factors for one 

operating subsidiary (egg, UIF), and not other operating subsidiaries using the 

same test year (e.g, Utilities, Inc. of Sandalhaven and Cypress Lakes Utilities, 

Inc.), would cause an inequitable distribution of expenses to the ratepayers 

and/or UI. 

How does UIF believe that the common expenses and rate base should 
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be allocated? 

UIF believes that all common expenses and rate base must be allocated using 

the same methodology. And if UIF was to make a change in the allocation 

methodology, it would have to do the same for all companies nationwide at 

the same time. In addition, the relevant regulatory bodies of all states in 

which Utilities, Inc. has operating subsidiaries would have to approve the 

new methodology before it is applied. To apply a consistent and equitable 

distribution of all common expenses and rate base without going through 

years of approval proceedings, the customer equivalent allocation factor 

currently in use should be used in this proceeding. Ms. Dismukes 

recommendation must be rejected on these grounds. 

If Utilities, Inc. were to change its method of allocating common expenses 

how would you proceed? 

The Utility would first have to develop a plan or alternative methodology for 

allocating these expeiises and then present them, informally to regulatory 

bodies that oversee our operations. 

How much expense would the Utility incur in trying to changethis 

methodology and how would those costs be recorded? 

The Utility has not performed a study to determine an estimatedcost. 

However, it would be expected to be in the hundred of thousands of dollars. 

In addition, all of those expense would be passed on to ratepayers. 

Would the Utility anticipate any opposition to a proceeding to change the 

A. 

Q. 

A. 

Q. 

A. 

Q. 
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A. 

I1I.B. 

Q- 

A. 

Q* 

A. 

Q- 

A. 

Q- 

methodology of allocation? 

Yes, I believe that it would be met with opposition in some states due to the 

increase of expenses being allocated because of the change in methodology. 

Testimony of Kimberly Dismukes - Rate Case Expense. 

Do you agree with Ms. Dismukes’ recommendation that the Commission 

allow only one-fourth of the requested rate case expense incurred in this 

case? 

No. Ms. Dismukes has not provided any credible evidence of her 

methodology or statutory grounds for disallowing three-fourths of actual rate 

case expense incurred by UIF. 

Has UTF filed with the Commission a schedule that sets forth rate case 

ex p en s e? 

Yes. Ln response to Staff hterrogatory Nos. 78 - 80. 

Have you provided evidence of rate case expense actually incurred and 

evidence of estimated rate case expense to complete this proceeding? 

Yes. UIF has provided this information in response to Staff Interrogatory 

Nos. 78-80. A breakdown of actual and estimated total rate case expense is 

provided in  the attached Exhibit (SML-6) . 

I have also attached, as Exhibit (SML-7) , which represent schedules 

supporting these costs. 

Has UIP incurred o r  will it incur rate case expense from any consultant 

not previously advised to the Commission? If so please explain. 

Page 16 of 27 



1 A. Yes. UIF has found it necessary to engage Mrs. Pauline Ahem, of AUS 

2 

3 

Consultants, a rate of return expert. 

What are the costs relating to obtaining the testimony of Mrs. Ahern? Q. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

A. 

Q- 

A. 

A, 

Q* 

A. 

Q m  

A. 

Mrs. Ahern estimates that the total cost for her professional services will be 

$8,500. This was an expense not contemplated when the rate case was filed 

since OPC had previously accepted the leverage formula in other Class A 

utility rate proceedings. 

Why was Mrs. Ahern engaged? 

Mrs. Ahern was engaged specifically to rebut the direct testimony filed by 

OPC witiiesses concerning cost of capital. 

Is it your. uriderstanding that these costs wi l l  be included as a rate case 

expense? 

Yes. UIF is incurring these costs to challenge testimony provided by OPC 

through Mr. Cicchetti and Ms. Dismukes. 

Was it UIF’s intention to engage a rate of return expert or did it intend 

to use the leverage formula set out in Conimission Order No. PSC-01- 

2514-FOF-WS dated December 24,2001? 

U F  intended to use the leverage formula, “in lieu of presenting evidence on 

its rate of return on common equity”, as provided in Section 367.08 1 (4)(f), 

Florida Statutes. 

Did you have to revise the MFRs at any time during this proceeding? 

Yes. 
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(2- 

A. 

Q. 

A. 

Q* 

A. 

Q. 

A. 

Q* 

A. 

Q* 

Please explain why. 

At times, certain schedules or items were deemed insufficient to meet the 

minimum filing requirements, changes or updates were required, and other 

time schedules were updated or aniended to include information at the 

request of Staff. 

How much time was spent preparing amended MFR filings? 

I spent approximately 72 hours preparing amended MFRs. 

Were there any other rate case expenses incurred because of the 

amended MFR filings? 

Yes .  UIF incurred additional copying and delivery expense. 

What factors have driven rate case expense? 

One of the main factors driving rate case expense in this proceeding has been 

the amount of time that U F  has devoted to answering the overwhelming 

number of discovery requests propounded by OPC. 

What are you recommeiiding that the Commission adopt as rate case 

expense in this proceeding? 

The Coinmission should include all costs associated with this proceeding as 

supported by UIF’s response to Staff‘s Interrogatory Nos. 78-80, as 

supplemented, and the additional time and expense of UIF’s rate of return 

expert, Mrs. Pauline Ahem. 

Have all of the expenses that you referred to earlier been documented 

with either an invoice or a time sheet? 
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A Y e s .  All time sheets and invoices have been submitted to the Commission 

Staff, except for estimates and the costs related to Pauline Ahem. 

Testimony of Donna DeRonne. 

On page 22 of the direct testimony of OPC witness Donna DeRonne, she 

- IV. 

Q. 

recommends that the Commission make an additional adjustment to 

salary expenses. Do you agree that salary and wages should be reduced 

by an amount equal to the capitalized time to expense ratio? 

A. UTF recognizes that every year a portion of operators’ time is capitalized 

instead of expensed. However, Ms. DeRonne fails to account for the portion 

of the salaries that are to be capitalized. If Ms. DeRonne’s recommendation 

was accepted, the Commission would have to require that 13.14% of 

operators’ time be allocated to plant accounts according to some 

Commission-determined percentage. It would not be reasonable to include 

only 86.86% of salary expenses and not include the other 13.14% in plant in 

service. However, including the 13.14% of capitalized time in plant in 

service without a corresponding invoice or plant account to charge it to would 

be inappropriate. Both alternatives are inappropriate. Therefore, I 

recommend that the Commission accept Commission StafF s 

recommendation of these expenses without any further reduction. 

On page 29 of Ms. DeRonne’s direct testimony, she recommends that the Q. 

purchased wastewater treatment expense for Lincoln Weights should be 

reduced by an additional $7,451 based upon a different averaging time 
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period. Do you agree with her recommendation? 

No. An averaging method is merely an artificial method for spreading the 

expense over a certain period of time. If the Commission were to accept this 

methodology, UF would have to look at all relevant expenses and remove 

any anomalies that were either too high or too low. Ms. DeRonne has not 

done that. Therefore the test year expense reconimended by Commission 

Staff should be adopted. 

Are there any additional points that Ms. DeRonne makes that you would 

like to comment on? 

Yes. On pages 40 and 41 of her direct testimony, Ms. BeRonne recommends 

that the Commission adopt the low-end of the return on equity range in this 

proceeding as some sort of punishment or incentive to make some changes 

to facilitate the Commission Staffs auditing process, 

Do you agree with this recommendation? 

No, I do not. UIF is committed, and has expressed a desire, to work with the 

Commission Staff to address any concerns that the Commission Staff and/or 

the Coinmission may have. 

What has Utilities, Inc. done to address some of the concerns addressed 

in Commission Order No. PSC-03-0647-PAA-WS, issued May 5,2803? 

Members of Utilities, bids management team met with Commission Staff 

auditors, Ms. Kathy Welch and Mr. Jeff Small, to discuss all of the concerns 

that were addressed in this Order. This meeting was extremely informative 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 
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and helpful from Utilities, hc.’s and the Conmission Staff‘s perspective. 

What else has Utilities, In@. done in respect of this order? 

By letter dated June 17, 2003, U F  corresponded with Commission Staff 

members, Ms. Denise Vandiver and Ms. Patricia Merchant, advising them of 

Utilities, I d s  and UIF’s intent to comply with the issues raised in Order 

No. PSC-03-0647-PAA-WS (Cypress Lakes Utilities, Inc., Docket No. 

020407) , and devise a schedule for compliance. A copy of this letter is 

attached hereto as Exhibit (SML-8) . 

On page 46 of the direct testimony of Ms. DeRonne, she raises issues 

about the MFRs being prepared and filed on a county-by-county basis, 

Can you explain why the MFRs where presented this way and what 

other information was made available through the discovery process? 

Yes. UIF’s Annual Report has been filed on a county-by-county basis for 

many years, including the test year. This format for reporting has been 

accepted by the Commission without comment. UIF’s last two rate 

proceedings were filed on a county-by-county basis. In addition, before the 

MFRs were filed, UIF and its attorneys had conversations with members of 

the Commission Staff regarding the method for preparing the application for 

a rate increase. I was present during these conversations by telephone. 

During these conversations, Commission Staff instructed us that a county- 

by-county filing, coupled with non-system specific rates, would meet the 

minimum filing requirements. 

Q. 

A. 

Q. 

A. 
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Q. 

A. 

V. - 

Q* 

A. 

Q- 

A. 

Q- 

A. 

were filed in April, 2003 as late filed exhibits to my deposition. 

Where these system specific schedules provided to Staff and the OPC? 

Yes, they were. Attached hereto is Exhibit (SML-9) , which are copies 

of the information that was provided to all parties. 

Testiniony of Frances J. Lingo. 

Have you reviewed Ms. Lingo's testimony filed on June 16,2003? 

Yes, I have. 

Can you please explain UIP's decision to prepare some of the MFRs with 

a single tariff pricing? 

Prior to filing the MFRs 1 had numerous conversations with FPSC Staff 

members and I was informed that preparing the MFR with a combined rate 

for some of the systems would be acceptable and would facilitate the rate 

review process. 

What information have you provided to Staff and/or OPC pursuant to 

their requests, to meet the minimum filing requirements, during the 

course of Staff3 audit and in response to the discovery requests? 

A list of infomiation provided to Staff and/or OPC would be too voluminous 

to provide in detail. However, 1 have summarized the information provided 

below: 
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Q.  

A. 

Q* 

A. 

Detailed General Ledgers 

Monthly Financial Data 

Debt Covenants 

I11vo ices 

Con sump t io n Anal y s i s 

Customer Data 

Gallons Sold 

Utilities, Inc. Financial Statements 

Rate Base Schedules 

Work Orders 

Gain on Sale Data 

Trial Balances 

Bank Statements 

Board of Director Minutes 

E i 11 in g Summaries 

Engineering Data 

Gallons Pumped 

Unaccounted for Water 

Nuon’s Financial Statements 

Revenue Requirement Schedules 

Contracts 

This is not a total list, just a suniniary. 

Did UIF provide system specific rate base and revenue requirement 

schedules as requested by Staff? 

Yes. In response to my deposition we filed as Late Filed Exhibit Nos. 7 and 

8. Please refer to Exhibit (SML-9) - --. 

Do you agree with Ms. Lingo’s recommendation on page nine that UIF’s 

requested rate relief in Pasco or Seminole Counties should be denied? 

No. UIF has provided all consumption, financial and engineering data that 

it has available. This is the same consumption, financial and engineering data 

that was used to calculate rates, revenue requirement and rate base for all of 

Utilities, I n c h  operating subsidiaries in Florida, including, Utilities, h c .  of 
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Sandalhaven and Cypress Lakes, Utilities, h c .  which where both filed using 

the same historical test-year. If Staff has now changed its position for 

county-wide rates to system by system rates, they have sufficient information 

to set system by system rates. 

Q. On page 13 and continuing on page 14, Staff Witness Lingo suggests a 

possible rate consolidation of the Pasco County water systems. Would 

UIF agree with her proposed potential rate structures? 

UIF is not opposed to working with Staff to create and implement arate 

structure that is equitable to all parties and allows UIF an opportunity to earn 

A. 

a reasonable retiiiii on its investment. In addition, UIF is not opposed to 

either system specific or county wide rates. 

On page 18 of Ms. Lingo’s testimony, she discusses a billing discrepancy 

in the number of customers in the Oakland Shores system. Can you 

eIaborate on this issue? 

Yes. There were approximately 225 water customers in the Oakland Shores 

system at December 31, 2001. The following is a breakdown of the 

custoniers and their respective bill codes: 

Q+ 

A. 

Sub Bill Code Number of Bills 

GO4 60001 1,181 

604 60002 96 

604 60004 12 
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Q* 

A. 

Q. 

A. 

GO4 

GO4 

60010 22 

GOO1 I 55 

Total 1,356 

Therefore, the total number of customers would be approximately 225. The 

issue is that only bill code 60002 is listed separately on Schedule E-2. The 

other customers are accounted for in other bill codes and commingled with 

customers from all other subsidiaries in their respective bill codes. 

Ms. Lingo recommends accepting UIF’s proposal to move to monthly 

billing. What expenses did the UIF include in its MFR relating to a move 

to monthly billing? 

WLF has included the additional per check deposit charges, postage, envelopes 

and papers. 

Are there any other charges associated with the move from bi-monthly 

billing to a monthly bilIing cycle? 

Yes. UIF currently employees four full-time meter readers. These four 

eniployees have an average salary including benefits of approximately 

$31,000. If U F  were to switch to a monthly billing cycle, then the current 

staff of four individuals would not be sufficient to read all of the meters. 

Therefore, UIF would have to employee a fifth meter reader and the cost 

would be estimated at $3 1,000 per year. 

How should this additional expense be accounted for in the test year? 

A portion of the estimated $31,000 of salaries and benefits should be 
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Q* 

A. 

Q* 

A. 

VII. 

Q* 

A. 

Q* 

Testimony of Jeff Small. 

Have you read the Testimony of Staff Witness Jeff SmaIl? 

Yes,  I have. 

Have you previously filed responses to UIF Audit Report dated 

November 15,2002? 

Yes, 1 have. Attached are Exhibit Nos. (SML-10-11) and > 

which are the responses to the UIF and Water Service Corp. Audits. 

Do you have any additional responses to this Audit Report? 

Yes, I do. Exception No. 9 [Utility-Plant-in Service (UPIS) - Adjustments 

to Test Year Balance] in Mr. Small’s Audit Report recommends that the 

“disposition of excess balance to determined by the Commission.” 

How should the UPIS is question be treated? 

The UPIS in question should be treated in accordance with Rule 25-30.433 

(9) and therefore be amortized over eight years. Please also refer to Exhibit 

(SML-3) 

Testimony of Kathy Welch. 

Have you read the Testimony of Staff Witness Kathy Welch? 

Yes,  I have. 

Have you previously filed responses to th Utilities, Inc. Audit Report 
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dated November 14,2002? 

Yes, I have. As stated above, U F  filed responses to both the TJIF and Water 

Service Corp. Audits. Please refer to Exhibit Nos. (SML-10- 11) and 

-- 

Do you have any additional responses to this Audit Report? 

Yes, I do. Ms. Welch refers to Exception No. 5 [Finder’s Fees] in her 

testimony and recommends that these costs should be removed and charged 

to the system being purchased as acquisition costs. However, these charges 

are related to employment finder’s fees not acquisitions. T have attached 

Exhibit (SML-12) . This Exhibit includes the work paper used to 

calculate the $21,615 referenced in Exception No. 5, the invoices paid in 

2001 totaling $43,242. In 2001, these defemed employment fees were 

deferred over three years. 

How should these expenses be recorded and allocated? 

These expenses should be included in the test year as a valid Water Service 

Corporation expense and should be allocated to UIF based on our Customer 

Equivalents percentage presented in the Water Service Corporation 

Distribution of Expenses Year End 2001 book. 

Does this complete your testimony? 

A. Yes, it does. 
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BY MR. FRIEDMAN: 

Q Mr. Lubertozzi , would you 1 i ke t o  summarize your 

rebuttal  testimony? 

A I haven't prepared one. 1 d i d n ' t  t h ink  we were going 

t o  do t h a t  today t o  expedite the process, so we could get done 

on time. 

MR. FRIEDMAN: Fine. We w i l l  tender the witness. 

COMMISSIONER DEASON : Mr . Burgess. 

MR. BURGESS: Thank you. 

CROSS EXAM I NATION 

BY MR. BURGESS: 

Q M r .  Lubertozzi , I want t o  take you back t o  a couple 

o f  the issues tha t  I asked you about when we were doing the 

d i r e c t  testimony. Specif ica 

statement. 

A Yes. 

Q Are you f a m i l i a r  w 

A Yes, I am. 

l y  f i r s t  Issue 6 i n  the prehearing 

t h  t h a t  issue? 

Q A r e  you f a m i l i a r  w i th  the genesis o f  t h a t  issue? Let  

I s  t h i s  an issue t h a t  was brought up by s t a f f  me ask you t h i s :  

i n  t h e i r  s t a f f  audit? 

A I believe so, i t  was brought up by s t a f f .  

COMMISSIONER DEASON : Mr . Friedman, excuse me f o r  

j u s t  a second. 

they were i n  a separate binder. 

I do have the exhib i ts ,  they were j u s t  so large 
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MR. FRIEDMAN: Thank you. 

COMMISSIONER DEASON: I ' m  sorry,  Mr. Burgess, you may 

cont i  nue. 

BY MR. BURGESS: 

Q 
s t a f f  audi t? 

You bel ieve t h a t  s t a f f  ra ised t h i s  issue i n  t h e i r  

A I thought they did.  But subject t o  check. I would 

have t o  go back and see where it came up the f i r s t  time. 

Q A l l  r i g h t .  Would you look a t  Issue 20, please? 

A 

Q No, no. I ' m  sorry, Issue 20 on the prehearing? 

A Prehearing. Okay. 

Q Would you - - i s  i t  your understanding tha t  t h i s  issue 

S t a f f  Audit Issue 20 or prehearing? 

was raised by the s t a f f  audi t  and s t a f f  audi t  f indings, e i t he r  

exceptions o r  disclosures? 

A I'm not sure. But, subject t o  check, e i t he r  it came 

up i n  s t a f f ' s  audi t  repor t  or somewhere i n  testimony. 

Q Okay. Wouldn't you expect t h a t  i f  it came up i n  the 

s t a f f  audi t  report ,  though, tha t  they would have a pos i t ion  on 

it? 

A 

Q 

I would agree w i th  tha t .  

And would you look a t  Issue 21, and I have the same 

question w i t h  regard t o  tha t .  Do you know who i n i t i a t e d ,  or 
how the issue was i n i t i a t e d ?  

A Subject t o  check, i t  i s  e i t h e r  i n  s t a f f ' s  audi t  o r  

FLORIDA PUBLIC SERVICE COMMISSION 



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 

884 

rebut ta l  testimony . 
Q O r  s t a f f ' s  rebuttal  testimony? 

A No, i t  i s  e i t he r  i n  testimony by OPC o r  i n  the 

s t a f f ' s  aud i t  report ,  I would th ink .  

Q Now, would I be correct  t h a t  i f  these issues were not 

raised by s t a f f  as one o f  t h e i r  aud i t  exceptions o r  

disclosures, t ha t  your response t o  the  s t a f f  audi t  would not 

have addressed these, i s  t ha t  correct? 

A I'm sorry, could you repeat t h a t .  I d i d n ' t  qu i te  

f o l l  ow. 

Q Yes. I f  these three issues were not raised i n  the 

s t a f f  audi t ,  would I be correct  i n  understanding tha t  your 

response t o  the s t a f f  audi t  would not  have included a reference 

t o  these issues? 

A Correct. 

Q All r i g h t .  So when we were discussing yesterday as 

t o  whether any o f  your testimony addressed these Issues, 6, 20 

and 21, you t e s t i f i e d  t h a t  ne i ther  your i n i t i a l  testimony nor 

your rebut ta l  testimony addressed these. Do you reca l l  that? 

A Yes, I do. 

Q And do you reca l l  t ha t  your counsel represented tha t ,  

i n  fac t ,  though, you had responded t o  these i n  your response t o  

s t a f f  aud i t  and t h a t  was subsumed i n  your rebut ta l  testimony 

and, therefore, you d i d  have testimony d i rected t o  these 

issues. Do you reca l l  tha t?  
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A No, I do not reca l l  what Mr. Friedman had said 

yesterday. 

Q Would you agree tha t  i f  Mr. Friedman represented t o  

the Commission tha t  your response t o  the s t a f f  audi t  included 

responses t o  these, and i f  these issues were not raised by the 

s t a f f  audi t ,  t ha t ,  i n  fac t ,  M r .  Friedman was i n  e r r o r  i n  h i s  

representation t o  the Commission? 

A I don ' t  know. I don' t  remember what he said. And, 

you know, he may have misstated what was attached t o  my 

testimony. There i s  numerous exh ib i t s  and I j u s t  don ' t  reca l l  

how i t  was phrased o r  what was worded. 

Q Well, would you agree, then, t h a t  i n  your rebuttal  

testimony, your p r e f i l e d  testimony, nor i n  the attachments t o  

your rebut ta l  testimony and attachments t o  your p r e f i  1 ed 

testimony, you do not t e s t i f y  as t o  why the company disagrees 

w i th  O P C ' s  pos i t ion  on these issues? 

A 

Q 
I would have t o  review those exh ib i t s  again. 

Can you show me anywhere where you have addressed 

these i ssues? 

A Well, I j u s t  commented I would have t o  review the 

exh ib i ts  again t o  be sure before 1 would answer t h a t  question. 

6ut t ha t  does mean t h a t  r i g h t  now you do not have a Q 
reference t o  anywhere i n  any o f  the company's p r e f i l e d  

testimony or exh ib i ts  t ha t  addresses these issues? 

A I f  you are correct  t h a t  there i s  nothing i n  the 
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exh ib i t s ,  then you are correct  other than our statements i n  the 

preheari ng order. 

Q Thank you. Now, 

Issues 5 and 22, which 1 be 

issues. One w i t h  regard t o  

expense? 

A Correct. 

f I can d i r e c t  your a t ten t i on  t o  

ieve .are the  a l l oca t i on  fac to r  

ra te  base, one w i t h  regard t o  

Q On Page 15, I bel ieve, o f  your rebut ta l  testimony, 

you ind i ca te  - - a t  l eas t  as I understood it, you ind ica te  what 

i t  would take, i n  your opinion, for a change i n  a l l oca t i on  

methods t o  be f a i r .  

what you are ge t t i ng  a t ?  

Do I understand co r rec t l y  t h a t  t ha t  i s  

A The question reads, " I f  U t i l i t i e s ,  Inc .  were t o  

change i t s  method o f  a l l oca t i ng  common expenses, how would you 

proceed?" So I b r i e f l y  described the i n i t i a l  steps tha t  we 

would have t o  take. 

Q Well, l e t  me d i r e c t  your a t ten t i on  s p e c i f i c a l l y  t o  

Line 5. You ind i ca te  t h a t  i f  i t  were t o  change, and you are 

addressing some o f  the changes tha t  s t a f f  aud i t  recommended, 

you ind i ca te  tha t  i f  i t  were t o  change, the re levant  regulatory 

bodies i n  a l l  s tates i n  which U t i l i t i e s ,  Inc.  i s  operated - -  
has operated and subsidiar ies would have t o  approve the  new 

methodol ogy before i t  i s appl ied. 

A Correct, t h a t  was my opinion. 

Q Now, I mean, as a p rac t ica l  matter t h a t  i s  an 
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i t y ,  i s n ' t  i t  correct? 

No, i t ' s  not .  

So you th ink  t h a t  what you would do i s  get a l l  o f  the 

regulatory agencies t o  agree t o  this i n  advance before i t  would 

be sh i f ted ,  and you t h i n k  tha t  i s  something t h a t  can be done? 

A No, I d i d n ' t  say tha t  i t  could be done. I d i d n ' t  say 

i t  cou ldn ' t  be done, e i t he r .  

through the  process t o  change the a l loca t ion  method, we would 

make a business decision t o  re t r ieve  o r  have the relevant 

regulatory bodies i n  a l l  states approve t h a t  before we d i d  it. 

I ' m  saying i f  we were t o  go 

Q Have you ever had circumstances i n  which or seen 

circumstances i n  which a l loca t ion  methods o f  one j u r i s d i c t i o n  

i s  d i f f e r e n t  than a l l oca t i on  methods o f  another j u r i s d i c t i o n  

when each have some author i ty  over the same e n t i t y ?  

A Within U t i l i t i e s ,  Inc.? 

Q No, any company. 

A Not t h a t  I r e c a l l  

Q 

method. We are t a l k i n g  about a l loca t ing  the cost o f  WSC, 

correct? 

Let me ask you one other question on t h i s  a l loca t ion  

A Yes. 

4 And my understanding from your response t o  some 

discovery t h a t  you provided i n  response t o  Pub1 i c  Counsel was 

tha t  WSC provides contract  services t o  some e n t i t i e s  tha t  are 

not subsidiar ies o r  a f f i l i a t e s  of U t i l i t i e s ,  Inc. ,  i s  t ha t  
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correct? 

A Correct. It provides services t o  some operations 

tha t  we operate, but  do not own. 

Q And my understanding from the  response i s  t ha t  those 

companies are not charged an a l located po r t i on  of the  WSC 

costs, i s  t h a t  correct? 

A You are cor rec t .  

Q And those companies are charged pursuant t o  the 

contract ,  and the fees are co l lec ted  by U t i l i t i e s ,  Inc. ,  i s  

t ha t  correct? 

A Correct. 

Q But those fees t h a t  are co l lec ted  are t reated 

bel ow- the-  1 i n e  f o r  regul a tory  purposes, i s t h a t  correct? 

A We1 1, I don ' t  t h ink  they would be as a regulatory - - 

we are doing i t  as an operating company, we are providing 

operat i  on serv i  ces . 
Q But you do not  a l l oca te  any o f  the costs tha t  are 

incurred t o  them as f a r  as a l l e v i a t i n g  any o f  the costs from 

the a f f i l i a t e s ,  i s  t h a t  correct? 

A I d i d n ' t  understand your question. Your question i s  

Water Service Corp. does not a l loca te  these expenses t o  the 

systems t h a t  i t  operates, but does not  own? 

Q Correct. 

A Yes, t ha t  i s  t rue .  It i s  the u t i l i t y ' s  business 

decision t o  plan t h a t  a company t h a t  i s  no t  owned but operated 
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does not get the same leve l  o f  regulatory accounting, customer 

service, and operations oversight. 

Q 

A Correct. 

Q 
23. This i s  the - - you addressed t h i s  on Page 19 o f  your 

rebut ta l  testimony. This i s  the issue o f  cap i ta l i z i ng  the 

sa lar ies increase t h a t  took place subsequent t o  the t e s t  year? 

But you charge them, you a l loca te  them nothing? 

1 would l i k e  t o  ask you a few questions about Issue 

A Okay. 

Q As I understand from your answer, you do not, and 

from some o f  the questions tha t  were asked o f  our witness, you 

do not disagree t h a t  t h i s  i s  a reasonable amount t o  be 

capi ta l ized,  but your concern i s  t h a t  t h a t  i s  not re f lec ted  i n  

the capi ta l  accounts, i s  t ha t  correct? 

A Our concern i s  Ms. DeRonne has 13.14 percent o f  the 

sa lar ies being capi ta l ized,  but there i s  no way o r  place f o r  us 

t o  record t h a t  i n  the  asset accounts. 

Q Correct. But you do not disagree tha t  i t  r e f l e c t s  a 

more accurate expense account en t ry  f o r  U t i l i t i e s ,  Inc.  o f  

F1 o r i  da? 

A I do not disagree tha t  every year a percentage o f  

operators and executive time i s  capi ta l ized.  

Q And you heard her testimony as t o  t h e  actual 

subsequent years resu l t i ng  i n  a cap i ta l i zed  amount tha t  i s  

13-point-something percent, as we l l ,  i s  t ha t  correct? 
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A Correct. 

Q 

A No, I do not. 

Do you disagree w i th  her assessment o f  t ha t  amount? 

MR. BURGESS: That 's a71 we have. Thank you, Mr. 

Lubertozzi . 
THE WITNESS: Thank you. 

COMMISSIONER DEASON: S t a f f .  

MS. GERVASI: Commissioner, I have some questions 

concerning ra te  case expense f o r  M r .  Lubertozzi and Ms. Holley 

has some questions also f o r  him w i t h  respect t o  some other 

matters. 

Before we proceed, I j u s t  wanted t o  make sure tha t  

I ' m  c lear  t h a t  the company has marked the revised SML-7, and 

t h a t  i s  the ra te  case expense exh ib i t .  As I understand it, the 

main d i f ference i s  t ha t  i t  has been Bates stamped? 

MR. FRIEDMAN: Yes. And i t  was updated t o  include - -  

the bottom l i n e  number i s  i den t i ca l .  The only th ing  it 

changes, instead - -  we had estimated it, i t  went up through the 

next two months, so i t  has got the actual .  The bottom l i n e  

number i s  the same, and then i t  i s  Bates stamped. 

MS. GERVASI: Okay. Thank you. 

CROSS EXAMINATION 

BY MS. GERVASI: 

Q With respect t o  ra te  case expense, Mr. Lubertozzi , my 

f i r s t  questions concern the ra te  case expense incurred f o r  
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many times the  u t i l i t y  f i l e d  rev is ions t o  i t s  MFRs during the 

course o f  t he  processing o f  t h i s  case? 

Can you t e l l  us how 

A I d i d n ' t  have the exact number, bu t  S t a f f  Witness 

Lingo j u s t  t e s t i f i e d  t h a t  i t  was e igh t .  And t h a t  wasn't the 

complete f i l i n g  each time. Sometimes i t  on ly  contained two o r  

three pages. One t ime it contained j u s t  the  E-14 Schedules. 

Q Is i t  correct  t ha t  the  u t i l i t y  submitted a complete 

rev i s ion  o f  the  MFRs on September 3 rd  o f  2002? 

A Correct. 

Q Does your ra te  case expense Exh ib i t  SML-7, pa r t  o f  

Composite Exh ib i t  28, does i t  break out  the  amount o f  t i m e  and 

expense the  u t i  1 i ty  i ncurred t o  correct  MFR def i c i  enci es? 

A I addressed tha t  i n  my testimony where I described 

the number o f  hours spent t o  correct  the  def ic ienc ies i n  the 

MFRs. 

Q So tha t  i f  the Commission were t o  determine the 

recovery o f  the costs incurred t o  f i x  e r ro rs  i n  revised 

schedules should be disallowed, does your testimony, i n  your 

opinion, provide enough support and informat ion f o r  the 

Commission t o  break out the amount o f  WSC employee time, 

at torney time, and consultant fee t ime t h a t  was incurred i n  

f i x i n g  and rev i s ing  the case? 

A Yes, it did.  Only my time was spent rev i s ing  the 

MFRs. Our attorneys times were used as a conduit t o  f i l e  the 
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MFRs w i t h  the PSC. We prepared them up i n  Northbrook, I l l i n o i s  

and send them t o  Rose, Sundstrom & Bentley e i t h e r  v i a  

e lec t ron i ca l l y  o r  FedEx. So i n  add i t ion  t o  my t ime we would 

also have de l i ve ry  charges and copy charges t o  cor rec t  the 

MFRs. We had no addi t ional  t ime f o r  our expert witness, Mr. 

Sei dman. 

Q Do you have anywhere 

informat ion t o  show us what the 

were? 

A Yes, they are. There 

Exh ib i t  7. 

n your Exh ib i t  FSL-7 

copying and shi  pp i  ng charges 

i s  a Kinko's rece ip t  i n  

Q Do you reca l l  where? And i s  t h a t  w i t h  respect t o  

rev i  s i  ng the  MFRs? 

A Yes, i t  i s .  And I could thumb through here and t r y  

t o  f i n d  it, bu t  i t  i s  qu i te  th i ck .  

Q I f  you don ' t  know r i g h t  away, t h a t ' s  okay, we w i l l  

f i n d  it. 

A I don ' t ,  I'm sorry. But there was two Kinko's 

receipts  i n  Exh ib i t  SML-7. Obviously you would be able t o  t e  

by the  date which one was f o r  the f i r s t  set  and which one was 

f o r  the  second set  when we completely revised it. 

Q Could you please provide us a l a t e - f i l e d  exh ib i t ?  

Ev ident ly  we have looked and we have no t  been able t o  f i n d  

receipts  through look ing a t  t h i s ,  so t h a t  I want t o  go ahead 

and labe l  a l a t e - f i l e d  exh ib i t  and t i t l e  i t  updated estimates 
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t o  complete f o r  rate case expense issue. 

A I would l i k e  t o  c l a r i f y  my response i f  I could. 

There i s  numerous Kinko's receipts i n  there,  not j u s t  two. 

Some o f  the Kinko's receipts  have t o  do w i th  the maps tha t  were 

copied. 

MS. GERVASI: Okay. Could we go ahead and get an 

exh ib i t  number, please, Commissioner, f o r  a l a t e - f i l e d  exh ib i t ?  

COMMISSIONER DEASON : Exh ib i t  29. 

MS. GERVASI: And we w i l l  label  i t  updated estimate 

t o  complete f o r  r a t e  case expense issue. There may be some 

other items t h a t  we w i l l  want t o  include i n  t h a t  as we go 

along, bu t  the f i r s t  i tem i s  we would l i k e  f o r  you t o  provide 

us w i t h  page numbers o f  those items t h a t  have t o  do w i th  

ncurred f o r  the purposes shipping o r  copying charges tha t  were 

o f  rev i s ing  the MFRs. 

THE WITNESS: Okay. And the  

the document Bate's labeled 147. 

MS. GERVASI: Thank you. 

f i r s t  Kinko's rece ip t  i s  

( L a t e - f i l e d  Exh ib i t  29 marked f o r  i d e n t i f i c a t i o n . )  

BY MS. GERVASI: 

Q And t h i s  p a r t i c u l a r  ra te  case expense exh ib i t ,  t h i s  

SML-7, i s  labeled updated. And I know t h a t  t h i s  exh ib i t  was 

updated so t h a t  you were able t o  provide the  Bate's stamping. 

Was there any other reason why you f i l e d  a rev i s ion  t o  t h i s  

exh ib i t ?  Has anything e lse  changed - - 
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A Yes, i t  has. 

4 - -  from the o r ig ina l?  

A 

Q That 's  okay. 

A Yes, there were some addi t ional  changes t o  show - - t o  

break out the  estimated t ime t o  complete. We had a lump number 

f o r  ce r ta in  costs f o r  an estimated cost t o  complete. We broke 

t h a t  down by actual a i r f a r e ,  hotel  charges, and per diem per 

day meals. 

Q 

I'm sorry,  I should have l e t  you f i n i s h  the question. 

Can you t e l l  us approximately how much t ime you spent 

t o  rev ise t h i s  p a r t i c u l a r  Exh ib i t  SML-7? 

A 

C) I n  the actual preparation o f  the e x h i b i t  i t s e l f .  I 

How much t ime did I spend - -  

guess t h i s  question assumes t h a t  you were the one who prepared 

the revised SML-7. 
A With the Bate's labe ls  on there? 

Q Yes. 

A No, I d i d  not  do tha t .  I would have t o  r e f e r  t o  one 

o f  our expert attorneys t o  f i n d  out who put the Bate's labels  

on there. 

Q Okay. 

A That i s  usual ly  not an expense t h a t  the u t i l i t y  would 

want t o  have t o  spend the  t ime t o  do. 

Q What about the  other revisions t h a t  you made t o  t h i s  

exh ib i t  t o  break i t  t o  provide estimates t o  complete the case, 
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was t h a t  your time? 

A No, t ha t  was done by one o f  the regulatory accounting 

s t a f f  persons. 

Q 
A 

Any idea how much time they spent on tha t?  

She changed probably two 1 i n e  items i n  an Excel 

worksheet t h a t  had already been prepared t o  change an estimated 

number t o  an actual number. And I do bel ieve t h a t  schedule was 

provided. If not, I know our attorneys have a copy o f  it. 

Q 

A Okay. 

Q 

I f  you would re fe r  t o  Page 4 o f  SML-7. 

Can you explain how the addi t ional  400 attorney hours 

were estimated t o  complete the case? 

A You're t a l k i n g  about the review o f  t ranscr ip ts  

through f ina l  order, i s  t ha t  the - -  

Q Right. Do you have an estimated breakdown o f  what 

a c t i v i t i e s  are included w i th in  those 400 hours? 

A There i s  a b r i e f  descr ip t ion above the estimated 400 

hours t h a t  our attorneys from Rose, Sundstrom & Bentley because 

i t  includes reviewing the t ranscr ip ts ,  organizing out l ines,  

preparing the b r i e f .  There i s  a whole l i s t  o f  items t h a t  they 

woul d have t o  do. 

Q Could you include w i th  t h a t  L a t e - f i l e d  Exh ib i t  29 

include a breakdown o f  how much t ime was spent on each o f  those 

a c t i v i t i e s  t o  equal the 400 hours? 

A Yes, we could. 
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how the estimated $5,000 i n  legal  t rave  

896 

SML-7, can you explain 

expenses f o r  the 

period o f  the hearing preparation through the l a t e - f i l e d  

e x h i b i t  period was determined? . 

A The $5,000 f o r  t rave l  accommodations was estimated on 

the t rave l  t ime f o r  two attorneys t o  d r i v e  up from the 

Altamonte Springs area. It also included hotels stay. And I 

would assume there i s  a per diem i n  there for  meals, too. 

Q Do you have actual b i l l s  t o  substantiate tha t  $5,000 

was incurred, o r  can you get those? 

I th ink  we can get those. A I don ' t  t h ink  the u t i l i t y  

has been b i l l e d  ye t  f o r  those costs. 

Q If you could provide t h a t  information as pa r t  o f  t ha t  

L a t e - f i l e d  Exh ib i t  29. 

A Your request i s  f o r  actual r a t e  case expense f o r  

t rave l  accommodation? 

Q Substantiation f o r  the $5,000 t h a t  on Page 4 i t  shows 

was incurred f o r  1 egal t rave l  expenses . 
A Okay. 

Q What about the estimated photocopying? You have a 

$2,000 expense f o r  t ha t ,  and Federal Express, $1,000. How were 

those cal cul  ated, do you know? 

A My assumption i s  they were calculated the same way as 

the t rave l  and accommodation. Other items were taken i n t o  

consideration. Obviously you wouldn't  t h i n k  about t rave l  and 
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hotel f o r  those items, but there is  an estimate. And i f  your 

fo l low-up request i s  t h a t  you would l i k e  us t o  include t h a t  i n  

the l a t e - f i l e d  exh ib i t ,  we would be glad t o  do t h a t .  

Q Please. Also the $1,000 i n  telephone and facs imi le  

expenses? 

A 

Q Okay. If you w i l l  inc lude t h a t  we would appreciate 

My response would be the same. 

i t  i n  t he  l a t e - f i l e d  exh ib i t .  

79? 

I f  you would please t u r n  t o  Page 

A 79? 

Q Yes, o f  SML-7. And t h i s  has t o  do w i t h  Witness 

Ahern's expenses. Has the u t i l i t y  submitted any invoices f o r  

her? 

A I don ' t  be l ieve tha t  we have received an invoice from 

Ms. Pauline Ahern ye t .  I t  was based on t im ing  o f  her ge t t i ng  

involved i n  the  case, which came about when we received O P C ' s  

testimony, and I'm p r e t t y  confident t h a t  we have no t  received a 

invo ice from her yet .  

Q Okay. We' l l  need t h a t  included i n  the  l a t e - f i l e d  

exh ib i t ,  as we l l ,  please, si r .  

A Okay. 

Q As wel l  as how the $1,000 i n  expenses for Ms. Ahern 

was calculated. And I am assuming t h a t  i s  t rave l ,  hote l ,  

meals, t h a t  so r t  o f  expense, i s  t ha t  correct? 

A That was my understanding i n  discussions w i th  Ms. 
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Q 
you w i l  

A 

Q 
$10,000 
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Thank you. With respect t o  WSC employee t rave l  , i f  

look a t  Page 117 o f  SML-7. 

Yes 

I s n ' t  i t  correct  t ha t  the u t i l i t y  i s  requesting 

f o r  t rave l  expenses incurred, and 1,000 i n  projected 

t rave l  expenses f o r  t h i s  docket? 

A I do bel ieve Schedule 117 was updated t o  provide the 

addi t ional  d e t a i l  o f  t rave l  and hotel  stay. 

Q 

somew he re? 

Is t h a t  provided w i th in  the revised Exh ib i t  SML-7 

A 1 th ink  so, yes. 

Q 
A 

Can you d i r e c t  us t o  where? 

I may have t o  have a short  discussion w i t h  our 

attorneys t o  f i n d  the loca t ion  o f  t h a t  document, but  we should 

have a copy. 

Q If  you could j u s t  take a minute and see i f  i t  i s  

there, because we cou ldn ' t  f i n d  it. I f  i t  i s  there,  we would 

l i k e  t o  know. 

A Okay. I f  you would d i r e c t  yourself t o  Page Number 

119, i t  seems as though tha t  the o r ig ina l  r a t e  case expense 

estimate was l e f t  i n  there when we updated it, and t h a t  gives 

the estimated cost t o  complete inc lud ing  a i r f a re ,  which I 

bel ieve the  p r i n t  range i s  missing the l a s t  number. I t ' s  

a i r f a r e  was $851 p lus lodging. 
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Q 
A 

Did you say t h a t  i s  the l a s t  l i n e  on Page 119? 

The aster isk  t h a t  says estimated cost t o  complete, 

include a i r f a re .  

4 Yes. 

A It should not be 85, i t  should be 851. 

Q Is t h i s  the page tha t  you say a l l  o f  the t ravel  

expenses are 1 ocated? 

A This i s  the  page tha t  demonstrates the addit ional 

cost t o  complete i ncl  uding t r a v e l  . 
Q 
A 

Where i s  the support f o r  the $9,099.98 f igure? 

That i s  included i n  the documents t h a t  are Bate's 

1 abel ed behind t h a t  document. 

Q S tar t ing  on Page 120? 

A 

Q 

I t h ink  121 i s  the s t a r t  o f  a l l  the  invoices. 

It doesn't appear t o  us t h a t  those voices add up t o  

tha t  $9,000 f igure.  Would you please check t h a t  and l e t  us 

know i f  we are r i g h t  o r  wrong and provide t h a t  information t o  

us i n  your l a t e - f i l e d  exh ib i t ?  I f  i t  doesn't add up t o  you, 

l i k e  it d i d n ' t  add up f o r  us, provide the addi t ional  

i n format i on. 
A We can provide a more deta i led audited schedule tha t  

provides you the t o  and froms t o  get t o  those numbers. 

Q Thank you. To which WSC employees does t h i s  $9,000 

f i gure and actual t rave l  expenses re1 ate? 

A It re la tes t o  some t ravel  f o r  myself, M r .  Ca r l  Wenz. 
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Those are - -  there i s  ac tua l l y  addi t ional  t rave l  i n  there, but 

they are not f o r  WSC employees. 

Q How much t rave l  have you personally incurred re la ted 

t o  t h i s  docket? 

A Well - -  
Q 
A 

report.  

Q 
A Yes, i t  i s .  

4 
besides - - 

A 

Aside from t rave l i ng  t o  attend t h i s  hearing? 

I would have t o  f l i p  through and f i n d  the expense 

It i s  included w i th in  the exh ib i t ?  

How many times have you come t o  Tallahassee 

I had one t r i p  t o  Tallahassee, which was from my 

understanding from t a l  king t o  our accounting department, t h a t  

was p a r t i a l l y  charged t o  the U t i l i t i e s ,  Inc.  o f  F lor ida 

deferred rate case account. 

Q Thank you. I f  you w i l l  look a t  Pages 127 and 128 o f  

SML-7. And can you please explain why you included invoices 

for t rave l  expenses t o  places l i k e  Nevada, Utah, V i rg in ia ,  and 

North Carol ina? 

A They were not included on the lead schedule. When we 

were requested t o  provide a l l  the invoices re la ted t o  ra te  case 

expense, we had a summer c le rk ,  a col lege student who was i n  

making copies o f  these invoices and included on those pages, I 

think 26 and 28, the t rave l  company we used t o  use. We put 
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maybe f i v e  o r  ten invoices on one page. And i t  i s  easier than 

j u s t  copying the whole page and have t o  redact maybe 9/10ths of 

the page. 

Q Okay. So you d i d n ' t  mean t o  include them f o r  the 

purposes o f  ra te  case expense recovery? 

A They are not included f o r  r a t e  case expense recovery. 

The document, one o f  the pieces o f  information on here t i e s  t o  

the lead schedule. 

Q Has the company requested recovery o f  the t ravel  

costs incurred t o  reimburse the Commission f o r  the t ravel  costs 

incurred by the PSC s t a f f  auditors? 

A I don ' t  know i f  we have requested it, per se, but i t  

i s  included i n  our lead schedule. Our lead schedule contains 

a l l  information t h a t  was avai lable i n  our general ledger i n  the 

deferred ra te  case account f o r  t h i s  u t i l i t y .  

Q When you f i l e  your l a t e - f i l e d  exh ib i t ,  would you 

please include the exact amounts o f  the  t rave l  incurred by the 

PSC auditors? 

A We can do tha t .  Those invoices are also included i n  

SML Exh ib i t  7. 

Q Thank you. Again on Page 117, can you exp 

the estimated hours by the WSC employees t o  complete 

was cal cul ated? Was t h i s  an estimate? 

A It was p a r t i a l l y  an estimate, but also a 

a in  how 

the case 

determination o f  what we thought we had outstanding t o  do. How 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1  

22 

23 

24 

25 

FLORIDA PUBLIC SERVICE COMMISSION II 

902 

many addi t ional  d i  scovery requests we were s t i  11 compl e t i  ng, 

how much support was going t o  be needed t o  prepare and work 

w i th  our attorneys on the prehearing order, how much time would 

be spent down here i n  Tallahassee, and how much time people 

would be spending i n  Northbrook maybe answering questions a t  

intermission breaks here and things l i k e  tha t .  So i t  i s  more 

than j u s t  an estimate. 

4 I n  your l a t e - f i l e d  exh ib i t ,  w i l l  you please include a 

breakdown o f  actual hours t o  date as wel l  as a breakdown o f  

estimated hours t o  complete, and t h a t  i s  broken down by each 

funct ion per employee. And i f  you w i l l ,  you can take a look 

what you provided f o r  Mr. Seidman as a guide. That i s  what we 

are looking fo r ,  t h a t  k ind o f  a breakdown. 

A Do you know which page number t h a t  i s  on SML Exhib i t  

7? 

Q 

A No, I ' m  sorry, frank Seidman i s  who you recommended. 

Q 
A 

The WSC employee time i s  Page 117. 

I don ' t  have t h a t  offhand. 

That 's f ine .  I was j u s t  going t o  mark i t  f o r  the 

record so we could eas i l y  re fe r  t o  it. 

Q It was 103. I ' v e  got i t  now. Hang on one moment, 

please. M r .  Lubertozzi, also i n  the l a t e - f i l e d  exh ib i t  i f  you 

would please include tha t  same type o f  breakdown f o r  the 

attorneys as well as a l l  the witnesses t h a t  appeared a t  the 

hearing f o r  U t i l i t i e s ,  Inc. o f  F lor ida.  
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A We can do tha t .  I f  your request i s  t o  have the 

schedules look s i m i l a r  t o  Page Number 117 f o r  a l l  the par t ies 

involved, we will do tha t .  

Q Thank you. 

MS. GERVASI: That concludes the ra te  case expense 

questions t h a t  we 

questions. Thank 

BY MS. HOLLEY: 

Q M r .  Lubl 

have. And Ms. Holley has some fu r ther  

you. 

CROSS EXAMINATION 

r t o z z i ,  I j us t  have a few I U til ns b u t  

your revised Rebuttal Exh ib i t  9, which i s  now Composite Exhib i t  

6. 

A Okay. 

Q With respect t o  tha t  composite exh ib i t ,  not  the 

E Schedules, but the remaining information, p a r t  o f  t ha t  breaks 

down the Pasco County consol idated revenue requi rements i n t o  

separate revenue requirements f o r  each o f  those four systems i n  

Pasco County, correct? 

A Correct. 

Q And i n  order t o  calculate the stand-alone revenue 

requirements f o r  each o f  those, you had t o  a l loca te  the various 

components o f  the countywide operating expenses and ra te  base 

t o  each o f  the four systems, correct? 

A Correct. 

Q Can you please t e l l  us how you performed these 
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a l locat ions? 

A There was an a l loca t ion  fac to r  used, and I do bel ieve 

i t  was customer equivalent fac to r .  The same fac to r  t h a t  i s  

used t o  a l loca te  expenses t o  U t i l i t i e s ,  Inc.  o f  F lo r ida  and 

then t o  a l l  the counties. 

and a l located t o  a l l  the  systems. 

It was then j u s t  broken down fu r ther  

Q And t h a t  wou 

we1 1 ? 

A Correct. 

Q Would i t  be 

d be the same f o r  Seminole County, as 

ossible as a l a t e - f i l e d  e x h i b i t  f o r  you 

t o  provide us a copy o f  those factors? 

A We w i l l  be able t o  do tha t .  It i s  i n  e lec t ron ic  

format i n  Excel, so t h a t  i s  eas i l y  avai lable.  

Q Great. 

MS. HOLLEY: And could we please get t h a t  assigned as 

a 1 ate-  f i 1 ed e x h i b i t  number? 

COMMISSIONER DEASON: L a t e - f i l e d  30. Do you have a 

short  t i t l e ,  please? 

MS. HOLLEY: L e t ' s  c a l l  i t  a l l oca t i on  factors.  

COMMISSIONER DEASON: Very we1 1 . 
( L a t e - f i l e d  Exh ib i t  30 marked f o r  i d e n t i f i c a t i o n . )  

MS. HOLLEY: And we have no f u r the r  questions. Thank 

you. 

COMMISSIONER DEASON: Redirect. 

MR. FRIEDMAN: Yes. 
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RED1 RECT EXAM1 NATION 

BY MR. FRIEDMAN: 

Q M r .  Lubertozzi, have you analyzed the e f f e c t  o f  

inc lud ing i n  the a l locat ions the .systems t h a t  are operated but 

not owned by F lor ida Services Corp.? 

A Yes, we have looked a t  t ha t .  

Q 

A It would be immaterial. I don ' t  know the exact 

And can you t e l l  us the m a t e r i a l i t y  o f  t h a t  amount? 

number, but  i t  would be immaterial. 

Q 

A Correct. When you are spreading i t  among 81 systems, 

When spread among a l l  the U I F  systems? 

about 270,000 customers, the e f f e c t  i s  immaterial . I believe 

there i s  four, maybe f i v e  systems t h a t  we do not own, but 

operate. 

MR. FRIEDMAN: Thank you. That 's a l l  we have. 

COMMISSIONER DEASON: Exhib i ts .  

MR. FRIEDMAN: We would 1 i ke t o  move - - 

COMMISSIONER DEASON: Exh ib i t  28? 

MR. FRIEDMAN: Yes, thank you. 

COMMISSIONER DEASON: Okay. Without objection, show 

Exh ib i t  28 i s  admitted, and Exhibi ts 29 and 30 are l a t e - f i l e d .  

(Exhib i t  28 admitted i n t o  the record. ) 

MR. BURGESS: Commissioner, I t h i n k  a t  t h i s  po int  I 

should renew my motion f o r  directed verd ic t  on Issues 6, 20, 

and 21. We argued before upon ge t t ing  agreement from M r .  
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Lubertozzi t ha t  he d i d  not address those issues i n  d i r e c t  o r  

rebut ta l  testimony. M r .  Friedman responded tha t ,  we l l ,  t ha t  

t h a t  would be included i n  the company's response t o  the s t a f f  

audi t  which i s  included as an e x h i b i t  t o  h i s  rebut ta l  

testimony. I n  fac t ,  these were not issues raised by s t a f f  

audi t  , therefore, as M r  . Lubertozzi agreed, the company wou7 d 

not have a response t o  them. So, we renew tha t  motion. 

COMMISSIONER DEASON: M r  . Friedman, you may respond. 

MR. FRIEDMAN: Yes, Commissioners. 

We don ' t  have any object ion w i t h  tha t  on 20 and 21. 

I do take exception on Issue 6, because w i th  regard t o  Issue 

6 - -  and you might reca l l  I asked one o f  the OPC witnesses 

about t h i s  issue, and I t h ink  t h a t  according t o  what our 

pos i t ion i s ,  i s  t h a t  the term cont r ibu t ion  i n  a id  o f  

construction has a pa r t i cu la r  d e f i n i t i o n ,  and we intend t o  make 

the legal  argument t h a t  based upon the  ru les and statutes t h a t  

t h i s  p a r t i c u l a r  amount o f  money could not have q u a l i f i e d  from a 

legal  standpoint as CIAC.  So we have a legal  issue on t h i s  

tha t  doesn't involve any factual information tha t  we could 

de l i ver  a t  a l l .  

And, l i k e  I said,  we don ' t  object  on the other two. 

I th ink  those adjustments are acceptable t o  us, f rank ly .  

COMMISSIONER DEASON: M r .  Burgess, do you have a 

response? 

MR. BURGESS: No, I would j u s t  renew my motion. I 
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would suggest t ha t  i f  a t  some - -  my concern i s  t h a t  nothing be 
entered i n t o  the record w i th  regard t o  any factual  assertions 

by the company. They have the burden o f  proof ,  they have the 

burden o f  coming forward, they chose not t o ,  and, therefore,  we 

th ink  t h a t  the f a c t  t h a t  i t  has been pu t  i n t o  controversy, they 

have chosen not t o  address it, would - - 

COMMISSIONER DEASON: Commissioners, there has been a 

motion f o r  d i rected ve rd i c t  on Issue 6, 20, and 21. 

Apparently, as ind icated by M r .  Friedman, there i s  no - -  there 

i s  acceptance as i t  re la tes  t o  20 and 21. There i s  agreement 

tha t  those adjustments could be made as prof fered by Publ ic 

Counsel's Of f i ce .  You have no ob jec t ion  t o  tha t?  

MR. FRIEDMAN: That 's correct .  

COMMISSIONER DEASON: But as re la tes  t o  Issue 6, 

there i s  a legal  question. 

has t o  do w i th  the d e f i n i t i o n  o f  C I A C  and i t s  a p p l i c a b i l i t y  

based upon the fac ts  o f  t h i s  case. 

I assume i t  w i l l  be br ie fed,  and i t  

MR. FRIEDMAN: That i s  my pos i t ion .  

COMMISSIONER DEASON: Commissioners, do I have a 

motion? I t  would be my suggestion t h a t  apparently there i s  not  

a controversy f o r  Issues 20 and 21, and t o  the extent t ha t  we 

can go ahead and e l iminate the issues, obviously they don ' t  

have t o  be br ie fed  and we can probably expedite and e iminate 

time and e f f o r t ,  which i s  c e r t a i n l y  something tha t  we want t o  

do. Issue 6, apparently there i s  a question tha t  w i l l  be 
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provided addit ional information i n  b r i e f ,  and i t  may be 

premature t o  have a directed verd ic t  on t h a t  issue. But I am 

open t o  suggestions o r  a motion. 

COMMISSIONER BAEZ: Commissioner, I can move on 
Issues 20 and 21, I move t o  approve a d i rected verd ic t .  

COMMISSIONER BRADLEY: Second. 

COMMISSIONER DEASON: Before we ask f o r  a vote, l e t  

me j u s t  check w i th  s t a f f .  

a t  t h i s  time? 

I s  there any problem w i th  doing t ha t  

MS. GERVASI: We have no problem w i th  doing tha t .  

COMMISSIONER DEASON: Okay, very we l l .  We have a 

motion and a second f o r  a d i rected verd ic t  as i t  pertains t o  

Issues 20 and 21. A l l  i n  favor say aye. 

(Unanimous a f f i rmat ive  vote.) 

COMMISSIONER DEASON: Show t h a t  t h a t  motion carr ies.  

That grants your motion i n  r e l a t i o n  t o  those two issues, M r .  

Burgess. 

As i t  relates t o  Issue 6, what i s  your pleasure, 

Commissioners? 

COMMISSIONER BAEZ: Commi ssioner Deason, I want t o  

t ry  and get s t ra igh t  what - -  1 th ink  i n  reference t o  Issue 6 

Mr. Burgess had expressed some concern w i t h  more information 

coming i n  than what was a1 ready - - o r  am I ge t t i ng  i t  wrong? 

MR. BURGESS: Yes. Basica l ly ,  i f  i t  i s  a s t ra igh t  

legal  argument, I understand the po in t .  My concern i s  t ha t  any 
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factual  information t h a t  they d i d  not b r i ng  forward i n  t h e i r  

case i n  c h i e f  then would be subsequent t o  my i n i t i a l  motion on 
the  issue, which was t h a t  they had the burden o f  br inging 

forward - -  they have the burden o f  br ing ing forward before our 

witness t e s t i f i e d  any information t h a t  they thought was 

relevant. So, you know, but I understand Mr. Friedman's po int  

as t o  being - -  t o  the extent i t  i s  legal  argument only. 

COMMISSIONER BAEZ: And I guess i t  i s  an 

understanding among everybody here t h a t  the record i s  closed. 

I mean, a l l  there i s  i s  the legal  argument, r i g h t ?  

MR. BURGESS: And then I f  I might, Commissioner, 

there are two other items t o  address t h a t  hopeful ly w i l l  also 

reduce t ime and e f f o r t .  And tha t  i s  w i th  regard t o  Issue 1, 

which Commissioner Baez had indulged us t o  keep open. We no 

longer - -  I mean, we w i l l  concede t h a t  po int .  We don ' t  intend 

t o  make i t  an issue, so par t ies  don ' t  need t o  b r i e f  t ha t  o r  

address t h a t  as f a r  as we are concerned. 

And Issue 15, the  same. We take the  same posi t ion,  

t h a t  we no longer - - again, Commission Baez a1 lowed us t o  keep 

i t  open as a placekeeper, so t o  speak, and we choose not  t o  

press forward w i th  it w i t h  any information or any cross 

examination. And we do not  intend t o  b r i e f  i t  ourselves, and 

would be amenable t o  it j u s t  dropping out as an issue. 

COMMISSIONER DEASON: Well, l e t  me see i f  I can 

On Issue 15 you are not going t o  take issue w i th  the c l a r i f y .  
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pos i t ion  taken by the u t i l i t y  o r  the s t a f f ?  

MR. BURGESS: Correct. 

COMMISSIONER DEASON: Okay. And as it pertains t o  

Issue 1, you are not going t o  pursue any pos i t ion  contrary t o  a 

f ind ing  t h a t  the q u a l i t y  o f  service i s  sat is factory? 

MR. BURGESS: Correct. And I don't know whether i t  

i s  be t te r  t o  t h i n k  i n  terms o f  them as s t ipu la t ions  o r  j u s t  

drop them out as issues. It matters not t o  us. 

COMMISSIONER BAEZ: I was going t o  ask - -  

Commissioner Deason, I was going t o  ask what the appropriate 

way t o  resolve i t  i s .  And fur ther ,  as t o  Issue 6, I mean, i s  

Public Counsel withdrawing t h e i r  motion o r  do we need t o  vote 

on i t  o r  - -  

COMMISSIONER DEASON: Well, I t h i n k  on - - 

MR. BURGESS: On Issue 6, yes, I w i l l  withdraw my 

motion. 

COMMISSIONER DEASON: Very we l l .  

M r .  Friedman, do you have a response t o  Publ ic 

Counsel's statement regarding Issues 1 and 15? 

MR. FRIEDMAN: Oh, I appreciate what he i s  doing. It 

has e i t h e r  got t o  be handled e i the r  l i k e  the other as a, quote, 

d i rected verd ic t ,  o r  i t  has got t o  be s t ipu lated.  I mean, I 

t h ink  you have got do one o r  the other i n  order t o  keep the 

issue from being one t h a t  i s  k ind o f  l e f t  out there. 

COMMISSIONER DEASON: Well, then maybe you should 
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move f o r  a d i rec ted  ve rd i c t  on Issues 1 and 15? 

MR. FRIEDMAN: We1 1, I was going t o  do i t  u n t i l  he 

o f fe red  t o  g ive them up. So, I mean, I w i l l  ce r ta in l y  move f o r  

a d i rec ted  ve rd i c t  on those, i f  he doesn't  want t o  s t i pu la te .  

MR. BURGESS: We' l l  s t i pu la te .  

COMMISSIONER DEASON: S t i pu la te  t o  t h e i r  pos i t ions on 

Issues 1 and 15? 

MR. BURGESS: Yes. 

COMMISSIONER DEASON: Okay. S t a f f ,  do you have any 

comments? 
MS. GERVASI: The only comment I would make w i th  

respect t o  Issue 1 i s  the  s t a f f  would l i k e  t o  be able t o  

b r i e f l y  summarize why i t  i s  tha t  the  q u a l i t y  o f  service i s  

sa t i s fac to ry  ra ther  than j u s t  t o  say i t  i s .  So I t h i n k  we 

would p re fe r  t o  keep Issue 1 as an issue, and j u s t  conclude 

w i th  everybody's understanding tha t  t he  qual i t y  o f  service i s  

sa t is fac to ry .  We are f i n e  w i th  doing a s t i p u l a t i o n  w i th  

respect t o  Issue 15. 

COMMISSIONER DEASON: Well, I guess I'm a t  a l i t t l e  

b i t  o f  a loss. 

why do you fee l  compelled t o  include i t  i n  your recommendation 

and make us read it? 

I f  the  pa r t i es  are not  contest ing the issue, 

MS. GERVASI: I'm t o l d  t h a t  we'll be w i l l i n g  t o  drop 

it. The engineers thought i t  would be a - -  we i n i t i a l l y  

thought i t  would be a good idea t o  have more informat ion than 
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j u s t  a statement t h a t  q u a l i t y  o f  service i s  sat is factory ,  but  

i f  t h a t  suf f ices,  and the  engineers are t e l l i n g  me t h a t  i s  

okay, then the s t i p u l a t i o n  works f o r  us, as wel l .  

COMMISSIONER DEASON : Let ' s reduce work1 oad anywhere 

we can. 

MS. GERVASI: Okay. 

COMMISSIONER DEASON: This recommendation i s  going t o  

be long enough as i t  i s .  

MS. GERVASI: Okay. 

COMMISSIONER DEASON: Commi ssioners, what i s  your 

pleasure on Issues 1 and 15? And we have a s t i p u l a t i o n  between 

the par t ies .  

COMMISSIONER BAEZ: We can move t o  accept the - -  

COMMISSIONER DEASON: I have a motion t o  accept the 

s t ipu la t ion? 

COMMISSIONER BAEZ: Yes. 

COMMISSIONER BRADLEY: 

COMMISSIONER BAEZ: Yes. I'm sorry,  1 and 15. 

COMMISSIONER BRADLEY: And I'll second it? 

COMMISSIONER DEASON: Moved and seconded. A l l  i n  

I s  t h a t  the  motion? 

favor say aye. 

(Unanimous a f f i rma t i ve  vote.) 

COMMISSIONER DEASON: Show t h a t  t h a t  motion carr ies.  

Okay. 

Ms. Gervasi , any other matters we need t o  address a t  
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t h i s  time? 

MS. GERVASI: The only  other matter t ha t  I can th ink  

o f  i s  t h a t  we would l i k e  t o  be able t o  get a deadline on the 

l a t e - f i l e d  exh ib i ts ,  the submitt ing o f  the  l a t e - f i l e d  exh ib i ts .  

I bel ieve I requested one, and COMMISSIONER DEASON: 

I t h ink  Ms. Dismukes ind icated when she could f i l e  t ha t .  And I 

don ' t  r e c a l l  exact ly  when i t  was, but I knew t h a t  i t  was rather 

quick, so I don ' t  have a problem w i t h  tha t .  But s t a f f  has 

requested a number o f  1 a te -  f i  1 eds. 

MS. GERVASI: And we are wondering i f  ten days i s  

enough t ime f o r  the company. 

MR. LUBERTOZZI: Commissioner, I have a hearing i n  

Baltimore no t  next week but the  fo l l ow ing  week, so next week I 

have some prep f o r  t h a t  and then I w i l l  be gone the e n t i r e  week 

s im i la r  t o  being gone here i n  Tallahassee. 

s t a f f  - -  

I can get my 

COMMISSIONER DEASON: You have an exc i t i ng  l i f e ,  

don ' t  you? 

MR. LUBERTOZZI: 1 don ' t  know about tha t .  But I can 

have the s t a f f  working on i t  when I get back t o  the o f f i c e ,  but  

1 won't be back i n t o  the o f f i c e  u n t i l  t h a t  fo l low ing  week t o  be 

able t o  review t h e i r  work t o  make sure i t  complies w i th  the 

request o f  the  s t a f f  and yourse l f .  

So i f  you w i l l  g ive us t o  t h a t  fo l lowing week t o  get 

t ha t  done. I don ' t  have a calendar i n  f r o n t  o f  me, so I am 
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unaware o f  the dates. 

COMMISSIONER DEASON: Sometime dur-ing the week o f  

September the 8th. S t a f f ?  

MS. GERVASI: Right. B r i e f s  are due on the Z n d ,  so 

as long as we can have the information sometime before that .  

MR. FRIEDMAN: Okay. 

COMMISSIONER DEASON: Let's make i t  no l a t e r  than 

Friday, September 12th. 

MR. LUBERTOZZI: Thank you. 

MS. GERVASI: Thank you. We have no fu r ther  matters. 

COMMISSIONER DEASON: Okay. Well, thank you a l l .  We 

were able t o  conclude a three-day hearing i n  two days due t o  a 

l o t  o f  e f for ts  by a l o t  o f  fo lks,  and we appreciate that .  

With that ,  t h i s  hearing i s  adjourned. 

(The hearing concluded a t  4:55 p.m.1 

FLORIDA PUBLIC SERVICE COMMISSION 



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 

STATE OF FLORIDA ) 

I . 

915 

CERTIFICATE OF REPORTER 

COUNTY OF LEON 1 

I ,  JANE FAUROT, RPR, Chief, O f f i c e  o f  Hearing Reporter 
Services, FPSC D iv is ion  o f  Commission Clerk and Administrat ive 
Services, do hereby c e r t i f y  t h a t  the foregoing proceeding was 
heard a t  t he  time and place herein stated. 

I T  IS FURTHER CERTIFIED t h a t  I stenogra h i c a l l y  
reported the  said proceedings; t h a t  the  same has E een 
transcr ibed under my d i r e c t  supervision; and t h a t  t h i s  
t r a n s c r i p t  const i tutes a t rue  t ransc r ip t i on  o f  my notes o f  said 
proceedings. 

I FURTHER CERTIFY t h a t  I am no t  a r e l a t i v e ,  employee, 
at torney o r  counsel o f  any o f  the  par t ies ,  nor am I a r e l a t i v e  

o r  employee o f  any o f  the  pa r t i es '  at torney o r  counsel 
connected w i t h  the act ion,  nor am I f i n a n c i a l l y  interested i n  
the act ion.  

DATED THIS 4th day o f  September, 2003. 

n 

Administrat ive Services 
(850) 413 - 6732 

FLORIDA PUBLIC SERVICE COMMISSION 


