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PROCEEDI NGS

CHAI RVAN LA RCSA: Good norning, everyone.
Today is February 11th, 2025. The hearing i s now
call ed to order.

Staff, wll you please go ahead and read the
noti ce.

MR. FAROCOQ : Good norning, M. Chair.

Pursuant to notice, this tinme and pl ace have
been set for hearing in Docket No. 20240068-W5
regarding an application for increase in water and
wast ewat er rates by Sunshi ne Water Services
Conpany. The purpose of the hearing is set out
nmore fully in the notice.

CHAl RVAN LA ROCSA: Excellent. Thank you.

Let's go ahead and take appearances at this
time. | see that we are rearranged a little bit,
so let's start with Sunshine now ny right, which I
know normally to ny left, but let's start with
Sunshi ne.

MR, FRIEDVAN. Thank you. Martin Friedman and
John Wharton on behalf of it Sunshine Water
Servi ces Conpany.

CHAl RVAN LA RCSA: OPC.

MR. PONCE: Good norning. This is Cctavio

Ponce on behalf of OPC. Wth ne today | have
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1 Austin Watrous, Charles Rehw nkel and the Public

2 Counsel, Walt Trierweiler.

3 CHAI RVAN LA RCSA: Geat. Thank you.

4 Staf f.

5 MR FAROOQ : On behalf of Conm ssion staff,

6 we have Ryan Sandy and Saad Farooqi .

7 M5. HELTON: And Mary Anne Helton is here as
8 your Advisor. | would also |like to enter an

9 appearance for your Ceneral Counsel, Keith Hetrick.
10 CHAI RMAN LA ROSA: Geat. Thank you.

11 Let's nove to prelimnary matters. Do we need
12 to address before we nove to the exhibits?

13 MR FAROOQ : Yes, M. Chair. The parties

14 have stipulated to the prefiled testinony and the
15 exhi bits of Sunshine w tness Frank Seidman and

16 staff witness Angie Cal houn. Staff has conferred
17 wi th each Comm ssioner's office and confirnmed that
18 they have no questions for these w tnesses and that
19 they may be excused fromthe hearing. Staff

20 recommends that their prefiled testinony and

21 correspondi ng prefiled exhibits be entered into the
22 record in order of their appearance per the

23 Prehearing Order.

24 CHAI RMAN LA ROSA: Excellent. Let's go ahead
25 and do that.
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Then let's nove to exhibits.

MR FAROOQ : Al right. Staff has conpiled a
Conpr ehensi ve Exhibit List, also known as the CEL.
I[ltem1 on the CEL is the CEL itself. No. 2 is a
petition submtted by custoner at a custoner
service hearing. No. 3 is a notice and enmail from
Sunshi ne submtted by a custoner at a custoner
service hearing. And Exhibits 2 and 3 have al ready
been admtted into the record.

No. 4 is emails from Sunshine customer WIIliam
Trinble, and then staff's hearing exhibits are Nos.
64 through 113.

The |ist has been provided for the parties,
the Comm ssioners and the court reporter. And now
staff requests that the CEL be marked for
identification purposes as Exhibit No. 1, and that
the other exhibits listed on the CEL be marked for
I dentification as set forth on the CEL.

CHAI RVAN LA ROSA:  The exhibits are so marked.

(Wher eupon, Exhibit Nos. 1-219 were narked for
ification.)

MR FAROOQ : And at this tinme, staff asks
that the CEL be marked as Exhibit No. 1, and
entered into the record.

CHAI RVAN LA RCSA:  Are there any objections?
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Seei ng none, show that Exhibit 1 is entered.

(Wher eupon, Exhibit No. 1 was received into

MR, FAROOQ : Regarding the prefiled exhibits,
those will be noved at the conclusion of each
W t nesses' cross-exam nation.

Staff asks that No. 4, Exhibit No. 4 and staff
Exhi bit Nos. 64 through 113 al so be noved into the
record as set forth in the CEL.

CHAI RMAN LA ROSA: Have the parties had the
opportunity to review the Conprehensive Exhibit --
t he Conprehensive Exhibit List?

MR, PONCE: Yes, sir.

CHAI RMAN LA ROSA: Al right. Are there any
objections to the entry of 4 through -- and 64
t hrough 113 into the record? That's 4 through --
64 through 113.

MR. PONCE: No, sir.

CHAI RVAN LA ROSA: Ckay.

MR. FRI EDMAN:  No obj ecti on.

CHAI RMAN LA ROCSA: Al right. Hearing none,
show that Exhibit No. 4, 64 through 113 are now

entered into the record.

(Wher eupon, Exhibit Nos. 4 & 64-113 were
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1 received into evidence.)

2 CHAI RVAN LA ROCSA: Let's go ahead and nove to
3 openi ng statenents at -- yes, sir.

4 MR. REHW NKEL: M. Chairnman, just a couple of
5 prelimnary matters fromthe Public Counsel.

6 CHAI RMAN LA ROSA: Sure. Go ahead.

7 MR. REHW NKEL: | excused these with staff,

8 with counsel, with Ms. Helton, and counsel for the
9 conpany. The first itemis the last tine we did

10 this with Case Center, there was an i ssue about

11 reservati ons we had about upl oadi ng depositions

12 purely avail able for use for inpeachnent, the very
13 limted purpose of inpeachnent, and we expressed

14 sone concerns about that they have econom c val ue
15 to the court reporter, and we didn't want to put

16 themin the public domain if we didn't have to, and
17 so we nade a bunch of copies last tine. The staff
18 agreed that we didn't have to do that.

19 W are in the sanme posture here. W have

20 depos. If they have to be used, we would ask we be
21 allowed to use themin paper forminstead of having
22 upl oaded them | don't know if you recall that

23 conversation we had in the Tanpa El ectric case.

24 CHAI RMAN LA ROSA: Right. | do. | just want
25 to go to staff on what was di scussed and what was
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1 agreed to, if any.

2 M5. HELTON. Because these woul d be used only
3 for inpeachnent purposes, | think for purposes of

4 today, that's fine. | have had a conversation with
5 M. Rehwi nkel. There is a way to upl oad those

6 wi t hout everybody seeing it, and so that's

7 sonet hing that we can work out further, so that we
8 will ultimately reach the point where they can be

9 in Case Center.

10 MR, REHW NKEL: GCkay. And we didn't know

11 that. That's good to know. So that's item nunber
12 one.

13 COW SSI ONER GRAHAM  Ckay.

14 MR, REHW NKEL: The second one is | have

15 distributed to the Comm ssioners, the aides, staff,
16 parties, the court reporter, three large 11-by-17
17 docunents that are culled fromstaff Exhibit 101

18 and 108. And if you try to | ook at these on Case
19 Center, it -- you need an electron m croscope to
20 read them So like we did in Tanpa Electric, we
21 have printed these out, and if we use themat -- in
22 cross-exam nation, they will at least be in
23 readabl e form
24 | can state now, or when we get to that point,
25 | can give -- we can -- we have not identified each
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docunent by exhibit and Case Center nunber, but I
have those. And what | can do is go -- if we need
-- when we get to the point to need these, which
won't be right away, we can associ ate the paper
copies with the Case Center nunber. And | think
that would be -- it would rmake things go snoothly,
versus trying to read stuff off of a tiny, tiny
docunent .

And the third thing is we believe that our
cross-exam nation on direct will be nmuch nore
substantial than what we have on rebuttal. It --
assessi ng what we have today to cross the conpany
w tnesses, we think it will take us nost of the
day.

Qur witness, M. Smth, is comng from
M chigan, and he is expected to arrive this evening
and we don't think that there is any way that
reasonably that he would get on the stand today.
But | just wanted to put people on notice that he
will not be available until this evening, or in the
norning, but | don't think that that's going to
present a probl em

We think the pace of the hearing and our
evi dence we are going to put on, coupled wth what

we know, | don't think this case is going to beyond
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1 tonorrow afternoon, but we are willing to work with
2 the Comm ssion and the Chairman to nake sure that
3 we get this done in two days.

4 CHAI RVAN LA RCSA: Wl l, thank you for. And
5 just for clarification, so M. Smth is avail able
6 or is not avail able?

7 MR. REHW NKEL: He is not avail abl e today

8 during 8:00 to 5:00 business hours. | don't know
9 exactly what tinme he gets in, but it's late in the
10 day.

11 CHAI RMAN LA ROSA: Ckay. So then he woul d be
12 avai |l abl e not today --

13 MR, REHW NKEL: Yes.

14 CHAI RMAN LA ROSA:  -- but then yes tonorrow
15 MR, REHW NKEL: Yeah, all day tonorrow  Yes.
16 CHAI RMAN LA ROSA:  Ckay.

17 MR, REHW NKEL: And those are all the

18 prelimnary matters | just wanted to bring to your
19 attention before we got underway.

20 CHAI RMAN LA ROSA: Ckay. Staff, is there any
21 i ssues with the second and third prelimnary

22 matters that was just discussed, the printout that
23 I's obviously in front of us, and the issue with the
24 W t ness?

25 MR, SANDY: The only thing I would ask, M.
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1 Chair, is whether M. Smith is available after five
2 o'clock. | think maybe there is sone appetite to
3 go alittle bit later on in the evening, and | just
4 want to make sure whether he is conpletely not

5 avail abl e, or whether there is a w ndow where once
6 he | ands, he is confortable he could maybe act as a
7 witness if that's an opportunity; and if not, then
8 so be it.

9 MR, REHW NKEL: Do you know what tinme he gets
10 in?

11 MR, SANDY: And maybe that's sonet hing we can
12 handl e off-line on a break.

13 MR. REHW NKEL: Yeah.

14 CHAI RMAN LA ROSA:  Yeah, | would like to know
15 that. | nmean, part of the magi c of making these,
16 you know, these hearings run snooth is, obviously,
17 trying to figure out the timng. W never know

18 when we are going to close, but know ng those --

19 that bit of information would be hel pful in

20 obviously trying to cal culate how | ong we go today
21 and up until what tine.

22 So any issues, staff, with the printout? It
23 doesn't seemlike there would be, but --

24 MR, SANDY: None that | am aware of, M.

25 Chair.
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CHAI RMAN LA ROSA: Ckay. Al right.
Excel | ent.

All right. Wll, then | think it's fair --
yes, sir.

MR. FRIEDVAN: | do have one prelimnary
matters. Did we deal with the stipulated issues?
There were a nunber of issues that Public Counsel
and us had stipulated to. Oher than -- other than
the 6 through 12, which is used an useful, we had a
couple on 19, 20 and 21 and 22 | thought we had
stipulated to, and | didn't know --

CHAI RVAN LA RCSA: So | haven't gotten there
yet, but after --

MR. FRIEDVAN: Oh, |'msorry.

CHAI RMAN LA ROSA: -- opening statenents, ny
plan was to go to Type 1 and Type 2 stipul ati ons.

MR. FRIEDVMAN.  Okay. Al right. | am ahead.
Sorry.

CHAI RVAN LA ROSA: No worries. No worries.

We are noving quick, right? | got it.

So don't go too far, and let's go into opening
statenents. | wll throwit over to you, and then
obvi ously you al ready peaked and know that | am
going to go to stipulated issues afterwards.

So you are recogni zed, sir, for five mnutes.
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1 MR, FRI EDMAN.  Thank you, M. Chairman and

2 Conm ssioners. Marty Friedman on behal f of

3 Sunshi ne Water Services Conpany.

4 Sunshi ne Water Services has filed this

5 application in order to allowit to recover the

6 reasonabl e expenses as adj usted based upon

7 i dentifiable changes, and to allowit to earn a

8 return on its investnent used and useful in the

9 public service.

10 As part of that, and as the Conm ssion has

11 approved in the past, are profornma projects that

12 are either already conpleted or are scheduled to be
13 conpl eted before the end of this year. A few of

14 t hese proforma projects have garnered nuch

15 attention, and | want to address the two that seem
16 to have.

17 The first is PFAS. And as you know, the

18 regul ati on by the USEPA of PFAS is a relatively new
19 regul ati on, and Sunshi ne has al ready undertaken to
20 make water quality inprovenents consistent with

21 t hose standards. You nmay recall the testinony of
22 custoner Dropkin, who stated that he wanted PFAS

23 out of the water and hoped that in the rate case we
24 would -- we would target that as well, which we

25 ar e.
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The other project that has garnered a | ot of
comments is the installation of AM water neters.
That project has been in the works since the | ast
rate case four years ago, and AM neter
installation began | ast year, and will be conpleted
before the end of this year.

The Comm ssion has approved the installation
of AM neters on three separate occasi ons and found
that the installation of AM neters provide a
substantial benefit to the customers. OPC --
interestingly, OPC participated in those
proceedi ngs, at |east two of those, and didn't
present any opposition to AM neters.

Anmong ot her benefits to custoners of AM
neters, it provides a custonmer with realtine access
to their consunption. They can set alerts for when
their consunption reaches a certain limt or if a
| eak has been identified. This allows the custoner
to nonitor its usage when usage approaches a new
rate so that when it approaches a new tiered rate,
the custoner can adjust his or her consunption
accordi ngly.

It also allows the custoners who are not
full-time residents -- and there is a bunch of

them-- to nonitor their usage when they are not in
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1 resi dence. \When they are up north, or wherever

2 they are during that six nonths or so, they can go
3 on-line and nonitor their usage. |f there happens
4 to be a leak, they can detect it. And because of
5 t hose benefits, this comm ssion has never rejected
6 recovery for an AM project.

7 Anot her issue you may hear a | ot about is the
8 hi storical operation of issues at the Wkiva

9 Wastewater Treatnent Plant. There were three prior
10 consent orders that Sunshine has entered into.

11 This Comm ssion, in Sunshine's |ast rate case,

12 reduced Sunshi ne's ROE based upon the first two

13 consent orders, both of which DEP has now cl osed.
14 OPC now seeks to penalize Sunshine again in part
15 for those sane consent orders. As evidenced by

16 staff Exhibit 113, which is the DEP responses, the
17 Weki va Wastewater Treatnent Plant is currently in
18 conpliance with DEP requirenents.

19 Sunshi ne has al so requested the approval of
20 costs associated with custoners who pay through

21 sone electronic nmeans. Currently, 40.7 percent of
22 Sunshi ne's custoners pay through one of these

23 el ectroni c neans, and the custoner incurs an

24 expense for doing that.

25 An argunent has been nmade by OPC that the cost
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1 causer shoul d pay the expense -- that cost causer

2 shoul d pay the expense. However, what shoul d not

3 be overl ooked is that Sunshine has a cost, if you

4 mail a check for your bill to Sunshine, Sunshine

5 incurs a cost to handle that check, and those

6 custoners are not charged an additional fee. That
7 cost is enbedded into custoner rates. So as OPC

8 even admts, the 40 percent of the custoners who

9 may pay electronically, that handling of that check
10 is not their cause, or paying for the customers who
11 are mailing their checks electronically.

12 What this request does is just levels the

13 playing field, so that custoners who pay -- the

14 cost of custonmers who pay electronically are paid
15 by everybody, just |like the cost the conpany incurs
16 for handling a mailed check is covered by

17 everybody, and it just levels the playing field.

18 If one is paying for the others, why shouldn't the
19 mai | -in people pay for the el ectronic one?

20 As you may know, Sunshine -- Sunshine's parent
21 nmerged with Sout hwest Water Conpany, and that

22 merger closed in April of last year. As a result
23 of that nerger, Sunshine expects future cost

24 savi ngs. However, to acconplish those cost

25 savings, there are going to be certain expenses
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1 necessary, and by their nature, the costs incurred
2 before the savings can recogni zed.

3 What Sunshine is asking for -- all Sunshine is
4 asking for is to be able to track those costs and
5 savings and defer themuntil the next rate case.

6 And in the next rate case, the Conm ssion and OPC,
7 and anybody el se who is an affected person, can vet
8 t he reasonabl eness of those expenses and savi ngs.

9 And so all we are doing -- all we are doing to do
10 at this time is track them And once we track

11 them we deal with themin the future for the

12 reasonabl eness of both. And if for sonme reason the
13 costs exceed the savings, you will not have

14 Sunshi ne asking for recovery of the costs, only to
15 recover the extent that the savings exceeds the

16 costs.

17 CHAl RVAN LA ROSA: Are we nearing the end of
18 your opening statenent?

19 MR FRIEDMAN. | am-- | amagetting very

20 cl ose, yes, one page. One mnute.

21 For the first tinme in this case, we al so have
22 t he novel issues of valve of service and

23 affordability in establishing the revenue

24 requi renment. That's never been done in a rate

25 case -- in a water rate case. You will not hear
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1 any evi dence on those novel issues as they relate
2 to Sunshine, only argunent of counsel.

3 It should be obvious that what is val uable or
4 affordable wll vary greatly fromcustonmer to

5 custoner. And this conm ssion previously addressed
6 t hat exact thing, and found that affordability is
7 subjective in nature. What constitutes

8 affordability to one person may represent

9 unaffordability to another.

10 And this comm ssion further found in that

11 order that it's inplicit in the rates that are

12 approved by the Conm ssion that the determ nation
13 that the resulting rates are affordable.

14 I nportantly, you do not see the termaffordability
15 or value in any of the testinony.

16 I n concl usion, Sunshine has justified its

17 entitlenent to its rate increase in accordance with
18 its filing and the Prehearing O der.

19 Thank you.

20 CHAI RMAN LA ROSA: Thank you. Let's nove to
21 OPC for an openi ng statenent.

22 MR, PONCE: Good norning, Conm ssion.

23 Unlike in the electric and gas worlds, this
24 conmm ssi on nust consider the issue of val ue per

25 Florida Statute in water and wastewater rate cases.
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In creating this mandate, the Legislature realized
that the constructed of value wasn't just an
academ c one. This very case illustrates why.

For today, Sunshine is asking you to approve a
$20 mllion proforma plant addition that the
conpany itself acknow edges delivers only a
fraction of benefits to the custonmer than it does
to the conpany.

Meanwhi |l e, the conmpany not only ignores, but
actively drops projects fromits application that
woul d actually provide value to custonmers by fixing
over burdened systens. Sone of these systens have
failed to provide value to custoners for so |ong
that this very conm ssion has previously found them
to provide unsatisfactory service.

As the evidence will show, those issues are
synptons of a conpany that feels enbol dened to
gorge itself at the capital trough at the expense
of its customers.

What do | nean by gorging at the capital
trough? 1n 2016, U F, as Sunshine was then known
as, registered approximately $10 million in capital
spendi ng. That sane year, the conpany asked the
Conmmi ssion to consolidate its rates across its over

20 plus water and wastewater systens. |In support
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of this request, U F argued that the consolidation
woul d achi eve nore affordable rates for al
custoners, mtigate the rate inpact of future
capital inprovenents, and save costs. |In 2017,
this comm ssion granted U F' s request.

U F apparently saw this decision as the
go- ahead to begin gorging, because in 2017, UF s
capital spending for a year junped fromthat $10
mllion nunber | gave you before to $23 nillion.
That's nore than a doubl e increase. This anount
woul d decrease slightly overall in subsequent
years, but by 2022, the conpany was back to capital
spendi ng of approxinmately $23 mllion.

Wth such a leap in spending, a person could
be excused in thinking that UF s custoners were
about to get the best water and wastewater quality
service possible. They weren't. As found by this
comm ssion on June 4, 2021, the conpany's
Pennbr ooke wat er, Wkiva Hunt C ub wastewater and
M d- County wastewater systens were all deened
unsatisfactory, so nuch so that it was -- that the
Conmm ssion was justified in penalizing the
conpany's overall ROE

The conpany, apparently accepting this as a

cost of doing business, has since racked up a
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seem ngly endl ess stream of encounters with the
Fl ori da Departnent of Environnental Protection.

Since the Conm ssion's 2021 order, DEP has had
to issue the conpany at |east a dozen return to
conpliant -- return to conpliance |etters across
vari ous water and wastewater systens. |n one
system al one, the Wekiva Hunt C ub Wast ewat er
Treatnment Facility, DEP found 657 violations after
a series of inspections and subsequent review of
SCADA data. This led to a recomendati on of over
$1 mllion in civil penalties to be sought against
Sunshine in the rare step of a parallel crimna
I nvesti gati on.

Fi xing these recurring i ssues would seemto
explain the 2023 test year's capital spend of $40
mllion, a $17 million increase from 2022, and $30
mllion increase since 2016. Shockingly, this is
not the case.

| nstead of addressing custoner conplaints and
fixing recurring violations found by DEP, the
conpany is, instead, asking you to approve an
additional $56 mllion in plant investnents beyond
Decenber 31, 2023. Approximately one-third of this
56 mllion ask is for AM alone. This project

clains to replace aging manual neters with fancy
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gol d-pl ated AM ones, working through w de-area
networ k and cel | ul ar servi ces.

The evidence wll show while the conpany
itself only considers this a nice-to-have project,
it still internally ranks AM as a higher priority
than projects required to conply with the | aw or
Its various consented orders.

This is not the first time a conm ssion has
had to grapple with this issue. 1In 2023, the
Kent ucky Public Service Comm ssion faced a request
fromWater Service Kentucky to deploy AM. The
simlars to this case are staging. Water Service
Kentucky is a Sunshine sister conpany and was usi ng
the sanme vendor for its AM neters, Neptune, also
using a contract negotiated by Corix, Sunshine's
parent ed conpany. Sone of the witnesses in that
case are even the sanme as this one. But the
Kent ucky comm ssion saw the sane issues that exist
in this case; failure by the conpany to denonstrate
substantial inadequacy with its current neters or
wat er service, specul ative benefits to custoners,
and failure to show that the so-called benefits of
AM were actually useful to the custoners.

W have already seen the conpany doesn't

respect DEP's rules as a cost of doing business,
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but how about this commi ssion's rules? Conm ssion
Rul e 25-30.433 requires that the nethod used by the
conpany to calculate rate base shall be a 13-nonth
average for Class A utilities. Despite this, the
conpany proposes to cal cul ate accunul at ed
depreci ati on, a conponent of rate base, in an
annual i zed manner. By cal cul ati ng accunul at ed
depreciation this way, the conpany creates a

m smat ch bet ween every other rate base conponent
cal cul ated using the 13-nonth average.

A sinmple rule waiver request would have been
enough to address this issue, but the conpany has
so little respect for the Comm ssion's rules that
it has not bothered with this m nor procedural
step. This issue is worth approximately half a
mllion dollars for Sunshine's custoners, noney
that will be taken out of the custoners pockets
shoul d the conpany fail to conply with the
Conmmi ssion's rul e.

The conmpany is also attenpting to suck val ue
fromcustoners wi thout providing anything in return
by attenpting to socialize paynent nethod fees
across all custoners. By including fees associ ated
wi th convenient fornms of paynent that are sel ected

by certain custoners and overall utility operating
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1 expenses, the conpany seeks to place all custoners
2 on the hook for fees generated by |ess than half of
3 Its custoners.

4 Under cost causer, cost payer principle that
5 Is a standard in our state, only those who use

6 paynment nethods that involve inposition of

7 addi ti onal conveni ence paynent fees should have to
8 pay those fees, not every custoner regardl ess of

9 t hat custoner's choi ce.

10 CHAI RMAN LA ROSA: M. Ponce, are we getting
11 close to finishing your opening statenent?

12 MR. PONCE: W are.

13 The Conmm ssion should stick to its precedent
14 and deny the conpany's attenpt to enrich itself at
15 t he expense of custoners who can't -- who don't use
16 payment nethods that involve extra fees.

17 Anot her are where this conm ssion can return
18 value to custoners is by addressing the conpany's
19 requested | egal expenses. A big driver of these
20 expenses is the conpany's failures related to the
21 Weki va Hunt Cl ub Wastewat er System

22 Normally there is value to a custoner in a

23 conpany defending itself fromthis kind of suit.
24 However, because of the conpany's recurring

25 di sregard for DEP regul ati ons and standards, the
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Commi ssion should either disallowthis expense
entirely, or, at a mninum the expenses should be
anortized pursuant to Rul e 25-30.433.

I n concl usion, Sunshine has requested that the
Commi ssi on approve an increase of $4.5 nillion, or
19.9 percent in base revenues for its water
utility, and an increase of $4.7 mllion, or 15.87
percent for its wastewater utility.

You will hear fromour expert, Ralph Smth,
and his recommendati on of a revenue increase of no
nore than $1.3 mllion for Sunshine's water
utility, and $3.2 mllion for Sunshine's
wastewaters utility.

O her than listening to our expert, the
Commi ssion can also listen to Sunshine's custoners.
Sunshine's price is already the highest in the
ar ea.

| pay as much for water as | do for
el ectricity, said customer Charles Bassin at one of
t he hearings.

The new neter that they have installed, it
shoul d save the conpany noney, not increase it. It
shoul d save | abor, save lots of things for the
conpany. Wy they pass these expenses to us, as

M. Nabil Gerges.
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1 And finally, Sunshine Water Services has never
2 been safe or reliable. They have not been a good
3 partner for the community. They lied and told

4 untruths, or have not been forthright with

5 guestions that we have asked and conpl ai ned about,
6 sai d Sunshine custoner Bill Trinble.

7 Thank you very nuch.

8 CHAI RMAN LA ROSA: Geat. Thank you.

9 At this point, | would like to nove to

10 stipulated issues, and | amgoing to go to staff.
11 Do we need to -- do we need a few mnutes to get

12 ourselves in order?

13 MR, FAROOQ : No, we should be fine, M.

14 Chair.

15 CHAI RMAN LA ROSA: | amsorry? Yeah, let's --
16 then -- yes, let's go ahead and naybe take a quick
17 five-mnute break and we can get oursel ves

18 or gani zed.

19 MR. SANDY: Yes, sir.

20 (Brief recess.)

21 CHAI RMAN LA ROCSA: Al right. It we want to
22 go ahead and maybe take our seats and we can junp
23 right back in order where we |eft off.

24 And we all have a printed copy of the proposed
25 stipulations. As | understand it, the parties have
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1 proposed, in witing, Type 1 stipulations and Type
2 2 stipulations.

3 Are there Type 1 stipulations to Issues 35 and
4 38? And then there are Type 2 stipulations to

5 | ssues 6 through 12, and 19 through 22.

6 Staff, are there exhibits in relations to

7 t hese proposed issues?

8 MR FAROOQ : Yes, M. Chair. Wat's before

9 you is what we would like to introduce as a list of
10 proposed issue stipulations. W would like to

11 i ntroduce that as Exhibit No. 220 and nove for this
12 exhibit to be added to the record. And as you saw,
13 the Iist of proposed issue stipulations has been

14 circulated to the parties prior to this hearing.

15 CHAI RMAN LA ROSA: Ckay. So then show that as
16 Exhi bit 220, the exhibit is so marked.

17 (Wher eupon, Exhibit No. 220 was marked for

18 identification.)

19 CHAI RMAN LA ROSA: Do the parties have any

20 obj ections to this exhibit?

21 MR. FRIEDMAN: No, sir.

22 CHAl RVAN LA ROCSA: (Gkay. Seeing none, then.
23 (Wher eupon, Exhibit No. 220 was received into

24  evidence.)

25 CHAI RMAN LA ROCSA: Comm ssioners, 1S there a
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notion to take up the stipulated i ssues and
exhi bits and vote on approved stipul ated i ssues?

COMWM SSI ONER CLARK:  Move approval, M.
Chai r man.

COW SSI ONER GRAHAM  Second.

CHAI RMAN LA ROSA: Hearing a notion, and
heari ng a second.

Al those in favor signify by saying yay.

(Chorus of yays.)

CHAI RVAN LA ROSA:  Yay.

Qpposed no?

(No response.)

CHAI RVAN LA RCSA:  Show that they are added as
addi tional stipulations, or that they are added as
approved.

Are there additional stipulations to discuss
at this tinme?

MR FAROOQ : Not at this tinme, M. Chair.

CHAI RMAN LA ROSA: Ckay. Al right. Then
let's nove into witness testinony. Are we in the
right order to do that?

Let me ask, if there are witnesses in the
room that | swear you in at this tine. So if
there are witnesses in the room do you m nd pl ease

standi ng and rai se your right hand.
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1 (Wher eupon, Chairman La Rosa adnini stered the
2 oath to the wtnesses present.)

3 CHAI RVAN LA ROSA: Excellent. Thank you.

4 Before we junmp right in, just a few rem nders
5 fromthe Prehearing Order that w tnesses --

6 sumari es have up to seven m nutes.

7 Try to please answer the question as a yes or
8 no, then provide clarification when it is needed.
9 I f you have objections to an exhibit please,
10 make it known when you are first introduced, not
11 when we nove theminto the record.

12 And if you need help with Case Center, of

13 course, we've got staff here ready and willing to
14 hel p you.

15 | think we are ready to go. | amgoing to go
16 to you, Sunshine, to introduce your first wtness.
17 MR. FRI EDMAN.  Thank you, M. Chairnman and

18 Conmi ssioners. The first witness i s Shawn

19 El i cegui .

20 CHAI RMAN LA ROSA: M. Elicegui, you are

21 recogni zed when you are ready and you get settl ed.
22 THE W TNESS: Thank you, M. Chairnan.

23 \Wer eupon,
24 SHAWN ELI CEGUI

25 was called as a witness, having been previously duly
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sworn to speak the truth, the whole truth, and nothing
but the truth, was exam ned and testified as foll ows:
EXAM NATI ON
BY MR FRI EDVAN:
Q M. Elicegui, would you pl ease state your ful
name and busi ness address?
A Shawn Elicequi, 7800 Rancharrah Parkway, Reno,

Nevada, 89511.

Q Did you prefile testinony in this matter?

A | am adopting the prefiled testinony of Steve
Lubertozzi.

Q And if | were to ask you each of the questions

that are in that prefiled testinony of M. Lubertozzi,
woul d your responses be the sane?

Yes, sir.

No changes or corrections?

Par don ne?

No changes or corrections to that testinony?

> O » O >

No changes or corrections.

MR FRIEDMAN: | would like to ask that the
testinony be inserted into the record as though
read.

CHAI RVAN LA RCSA: So it as though read.
(Wher eupon, prefiled direct testinony of

Steven M Lubertozzi, adopted by Shawn Elicegui, was
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I. INTRODUCTION & PURPOSE C2-352

PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS.

My name is Steven M. Lubertozzi. I am Senior Vice President of Rates, Regulatory and
Legislative Affairs for Nexus Water Group, Inc. (“NWG”), a holding company that indirectly
controls Sunshine Water Services Company (“SWS” or “Company”). My business address is
500 W. Monroe, Suite 3600, Chicago, Illinois 60661.

PLEASE DESCRIBE YOUR EDUCATIONAL AND PROFESSIONAL
BACKGROUND.

I graduated from Indiana University in 1990, and I am a Certified Public Accountant. I earned
my Master of Business Administration from Northwestern University’s Kellogg School of
Management. [ am a member of the American Institute of Certified Public Accountants, and |
have been employed by a current affiliate of CII since June 2001.

I am a past Board Member of the National Association of Water Companies, a past Board
Member of the Illinois Chapter of the National Association of Water Companies, a past Board
Member of the Indiana Chapter of the National Association of Water Companies, and a past
Board Member of the Financial Research Institute.

WHAT ARE YOUR RESPONSIBILITIES FOR CII?

I am responsible for managing and directing NWG’s economic, regulatory, and legislative
activities across North America.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY PUBLIC UTILITY
COMMISSIONS?

Yes. I have provided written and oral testimony before public utility commissions throughout
the United States, including the Florida Public Service Commission (“Commission’), on topics
ranging from the cost of equity, capital structure, cost of debt, acquisition adjustments,

divestment strategies, appropriate levels of operations and maintenance expense, parent
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company allocations, affiliate transactions, income taxes, and almost every aspect of @it353

operations.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?

My testimony: (1) addresses the status of the merger of Corix Infrastructure (US) Inc.! (“Corix
US”) and SW Merger Acquisition Corp. (“SWMAC?”, together, “Merger Parties”) (“Merger”);
(2) explains that neither the potential costs nor the benefits of the Merger have been reflected
in SWS’s proposed revenue requirement; (3) proposes deferral accounts to track benefits and
costs to achieve those benefits related to the Merger.

WAS YOUR TESTIMONY PREPARED BY YOU OR BY SOMEONE UNDER YOUR
DIRECT SUPERVISION?

Yes.

II. MERGER STATUS AND COMMITMENTS

PLEASE DESCRIBE THE MERGER OF CORIX US AND SWMAC.

On August 26, 2022, Corix Infrastructure Inc. (“CII”’) and Corix US (the “Corix Parties”)
entered into a transaction agreement (“Transaction Agreement”) with IIF Subway Investment
LP, SWMAC, and SouthWest Water Company (“SouthWest”) (collectively the “SouthWest
Parties”). The Transaction Agreement provides a framework for combining CII’s water,
wastewater, and related businesses, with the water and wastewater businesses owned by
SWMAC. Because the Merger occurred at the Corix US level, SWS was not directly affected
by the Merger. SWMAC and Corix US had a common vision and mission and shared corporate
values. After the closing of the Merger, SWS will continue to strive to provide high-quality,
safe, reliable, and sustainable water and sewer service for its customers. Customers will receive

their existing services from the same local operational employees at SWS’ approved rates and

! Corix US has, since Merger closing, been renamed Nexus Water Group Holdings, Inc.
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on the approved terms and conditions. The Merger does not change SWS’ corporate stdthg o354

tariffs. While the parties to the Transaction Agreement have incurred transaction costs, they
will not seek to recover transaction costs from SWS customers. As of closing, SWS continues
to be directly owned and controlled by Nexus Regulated Utilities, Inc.> SWS will continue to
have access to the capital needed to make the investments necessary to provide reliable service
to its customers. Accordingly, the Merger has been and will be transparent and seamless to the
customers of SWS.

CAN YOU PLEASE PROVIDE AN UPDATE AS TO THE STATUS OF THE
MERGER?

After entering into the Transaction Agreement, the Corix Parties and SouthWest Parties
submitted 27 applications for regulatory approvals, as required, across various state and federal
jurisdictions. The Merger has been approved in all applicable jurisdictions, and the Merger
was consummated on April 1, 2024. Since the merger only involved a fifty percent change in
ownership at the parent company level, and not a majority, no formal approval was required in
Florida.

III. MERGER IMPACTS FOR RATE CASE

CAN YOU PLEASE PROVIDE AN UPDATE AS TO THE STATUS OF
INTEGRATING THE MERGER PARTIES?

While the Merger Parties could begin planning for integration, integration could not commence
until the Merger closed. As noted above, the Merger closed on April 1, 2024. Accordingly,
integration of the administrative and general functions that support the separate water and

wastewater operations of CII and Southwest has only just begun.

2 Nexus Regulated Utilities, Inc. was known as Corix Regulated Utilities (US), Inc (“CRU US”) before Merger

closing. CRU US was also formerly known as Utilities Inc.
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The Merger is expected to produce financial benefits associated with increased scalé. Ph355

Merger Parties anticipate that the integration of the administrative and general functions that
support the operations of CII’s operating subsidiaries, including SWS, with the administrative
and general functions of SouthWest will take several years. The Merger Parties have taken and
will continue to take a deliberate approach to planning for integration, and then executing on
integration plans to mitigate potential risks to customers. To this end, the Merger Parties have
established an Integration Management Office to supervise the projects necessary to ensure
continuity of service upon closing and integrate operations following closing of the Merger.
SWS also recognizes that, due to SouthWest’s acquisition of the Ni Florida systems in 2021,
there is potential for integration benefits at the local operations level. Likewise, the Company
is assessing the operations of Ni Florida to determine if, where, and when integration of
operating activities within Florida can be attained.

HAS SWS REFLECTED ANY IMPACTS OF THE MERGER IN ITS TEST YEAR
REVENUE REQUIREMENT IN THE CURRENT DOCKET?

SWS’s proposed revenue requirement reflects neither all of the benefits associated with the
Merger nor the costs to achieve those benefits for several reasons. First, as described above,
the integration planning has started but integration will not occur until several years after the
Merger closed. Thus, the potential benefits of the Merger that may affect SWS in the current
rate case are not currently known and measurable. Third, while benefits are expected to accrue
over time, there will be costs to achieve the benefits, and costs of integration tend to precede
the accrual of benefits. Based on the above considerations, SWS is not able to reasonably
estimate at this time the costs and benefits that will accrue to SWS.

DOES SWS PROPOSE ANY CUSTOMER PROTECTIONS IN THIS DOCKET TO
ADDRESS THE POTENTIAL IMPACTS OF THE MERGER NOT REASONABLY

KNOWN AT THIS TIME?
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Yes. The Company proposes establishing two deferral accounts that capture the beneffts Znd856

costs to achieve integration benefits — one for administrative and general (“A&G”, i.e.,
Corporate or Support Services) and one for local operations. The Company recommends that
the Commission allow the Company to defer the benefits and costs to achieve these benefits of
integrating A&G functions, as well as for local operations, resulting from the Merger. The
Company proposes to call the A&G deferral the “Integration Customer Protection Deferral
Mechanism”, and the local operations deferral the “Local Integration Customer Protection
Deferral Mechanism”. These mechanisms will capture accrued benefits and incurred costs to
achieve integration benefits. The deferrals will be reviewed in each rate case, culminating in
a final review in the first rate case filing after the completion of the five-year period following
the Merger closing. SWS proposes that for each mechanism it may recover the costs of
integration only to the extent that the benefits of integration meet or exceed such costs (“Net
Benefits”). To the extent the costs of integration exceed benefits (“Net Costs”), SWS
acknowledges that it will not recover Net Costs. SWS will propose to return the deferred Net
Benefits to customers in future rate cases. After costs and benefits of integration are reflected
in a general rate case, SWS will discontinue deferring those costs and benefits (since they
would now be reflected in customer rates) and will track and defer only costs and benefits
incremental to those reflected in rates in order to avoid re-litigation of reflected impacts and
potential double-counting.

SWS believes the proposed deferral accounts provide customer protection for unknown scale
or timing of potential impacts of the Merger. The deferrals also provide flexibility from a
ratemaking perspective in the current rate case: should the Merger’s impacts not develop
according to initial plans, or new/unplanned benefits be identified and achieved, there will be
no risk with foregoing reflecting Merger impacts in the approved revenue requirement, as they

will be accrued to the benefit of customers. SWS, therefore, believes its approach is a
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reasonable and prudent method to managing the uncertainty of the potential impacts Qf2k357

Merger that balances the interest of all parties, including the Company’s customers.

IV.  CONCLUSION

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?
Yes, it does. I however reserve the right to update this testimony should new information

become available in the future.
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BY MR FRI EDVAN:

Q And do you have a short summary, M. Elicegui?

A | do.

Q Wul d you provide it?

A Good norning, Conm ssioners. | have adopted
the prefiled direct testinony of Steve Lubertozzi. The

direct testinony addresses five issues.

First, it reports on the nerger of Corix
Infrastructure U.S., Inc., and SW Merger Acquisition
Corp, which closed on April 1, 2024.

Second, the testinony notes that the revenue
requi renent of Sunshine Water Services Conpany al ready
refl ects nmerger savings associated wth that
transaction. Nanely, |lower allocated costs, because the
Corix Chief Operating Oficer position renmai ned open for
a period during the test year because of the nerger.

Third, the testinony notes that Sunshine's
revenue requirenent does not reflect any transaction
costs or transition costs.

Fourth, the testinony supports the conpany's
proposal to track and defer transaction -- transition
costs, as well as nerger benefits, so that this
comm ssion, OPC, staff, and all stakehol ders can review
those costs and benefits in a future proceeding.

Finally, fifth, | recommend that the
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Commi ssi on adopt this proposal because it does not
prejudi ce any stakeholder's rights. It allows the
Commi ssion staff and OPC a full opportunity to review
merger benefits and transition costs, and then ensure
that those costs and benefits are properly reflected in
future revenue requirenents.
Thank you.
CHAI RVAN LA ROSA:  Thank you.
BY MR FRI EDVAN:
Q And there were no exhibits in connection with
your direct testinony, were there?
A No, sir.
Q Thank you.
MR. FRIEDVAN. He is available for
Cross- exam nati on.
CHAI RVAN LA RCSA:  OPC.
MR, WATROUS: Thank you, M. Chair.
EXAM NATI ON
BY MR WATROUS:
Q Good norning, M. Elicegui.
A Good nor ni ng.
Q And just to confirm you are adopting M.
Lubertozzi's testinony and responses to discovery?
A That's correct.

Q kay. And that includes depositions well?
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Yes, sir.
Q Thank you.
The nmerger transaction was between Corix and
Sout hwest, right?
A That's correct.
Q kay. And when | refer to the nerger, that's
what | amreferring to, okay?
A Thank you.
Q And this nmerger closed on April 1st of 20247
A Yes.
Q Okay. The conplete integration of the nerger
Is going to take place nmultiple years after that date?
A That's correct.
Q And the conpany's knew there woul d be costs
associated with the decision to nerge?
A Yes.
Q Okay. And you would agree the utility is
al lowed to recover prudently incurred costs?
A Yes.
Q And t hose prudent costs are the capital
i nvested by the utility for the purposes of providing
wat er services?
Yes, and may | expand on the answer?
Q Yes.

A Prudently incurred costs al so include
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1 reasonabl e O&M expenses that are necessary to deliver
2 services to custoners.
3 Q And the utility is expected to manage its

4 business in a manner that addresses changes in costs and

5 sales?

6 A The utility is expected to nanage its business
7 in a reasonable and prudent way.

8 Q In a manner that addresses changes in costs

9 and sal es?

10 A Again, in a reasonably prudent way that

11  addresses changes in circunstances.

12 Q Can you pl ease answer the question with a yes

13 or a no? The utility is expected to nanage its business

14 in a manner that addresses changes in costs and sal es?
15 A Yes.

16 Q Thank you.

17 And the conpany is asking the Comm ssion to

18 create two regulatory asset deferral accounts?

19 A That's correct.

20 Q kay. And as of right now, the conpany cannot
21  provide the Comm ssion with conplete financial inpacts
22 of the nerger?

23 A Yes. The conplete financial inpacts of the
24  nmerger of transition costs and benefits are not known at

25 this tine.
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Q And Sunshine, nor its parent conpany, has a
defined list of accounts that would be placed into this
regul atory asset?

A That's correct.

Q And Sunshi ne cannot define the specific cost

categories in the specific regulatory asset deferral

account s?

A No, the conpany can identify transition costs,
which fall into general categories.

Q Isn't it true that w thout any defined cost

categories, the Comm ssion would be granting the conpany
a bl ank check?

A No.

Q Ckay. And you believe | ost revenue is an
appropriate category to be included in the regulatory
asset ?

A The conmpany has not requested to include |ost
revenue in this regulatory asset.

Q But you believe |lost revenue i s an appropriate
category to be included in a regul atory asset?

A The conpany previously sought to include in a
regul atory asset | ost revenue associated with reduced
sales in connection wth COVID 19.

Q Ckay. So you believe -- yes or no, you

believe | ost revenue is an appropriate category to be
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included in a regul atory asset?

A The conpany believed that when it nade the
request, yes.

Q Thank you.

| would now like to discuss the consolidation
of the board of directors.

Because of the consolidation, the conpany has
already identified savings in the board of directors
fees. The conpany has also identify the elimnation of
t hree executive | eadership positions, correct?

A Yes.

Q And that would be the CEQ COO and CFO of

Cori x?
A That's correct.
Q | believe you had identified that the COO

costs were renoved fromthis case earlier, is that
correct?

A No, the costs were not renoved fromthe case.
The COO position was vacant during a portion of the test
year, therefore, the costs were not incurred during the
test year.

Q Thank you.

And there were savings associated with the

separation of the general counsel of Corix?

A Not during the test year.
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Q And there were savings associated with the
assignnent of an office |lease, | believe D strict Energy
busi ness?

A Not during the test year.

Q Ckay. And there were savings associated with
consol idation to one external auditor?

A We anticipate savings after the test year
associated with the consolidation to a single external
audi t or.

Q kay. And there were savings with insurance
cost reductions?

A We anticipate savings associated with
| nsurance cost reductions after the test year and after
the closing of to the transacti on.

Q And the conpany did not update its filing to
refl ect any of these cost savings?

A Not to my know edge.

Q Okay. Thank you for your time today.

MR, WATROUS: OPC has no further questions.

CHAI RMAN LA ROSA: Thank you.

| will go to Conmi ssion staff, are there
questions of the w tness?

MR. SANDY: There are none, M. Chair.

CHAI RVAN LA RCSA: kay. Geat.

Conmi ssi oners, any questions?
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1 Seeing none, | will go to redirect.

2 FURTHER EXAM NATI ON

3 BY MR FRI EDVAN:

4 Q In response to the |ast question about

5 including those cost savings, do you know at this tine,
6 are those cost savings known and neasurable as we sit

7  here today?

8 A The cost savings associated with the reduction
9 of the COO are known and reflected in the test year

10 revenue requirenent. Cost savings associated with the
11 elimnation of the Corix CEO position and the Corix CFO
12 position are also known. They are being tracked by the
13 conpany and deferred by the conpany together with

14 transition costs.

15 Q And on the question of |ost revenues, is that
16 included in the request that Sunshine has filed?

17 A No, sir.

18 MR. FRIEDMAN. That's all we have.

19 CHAI RMAN LA ROSA:  Thank you.

20 Let's go ahead and, | guess, excuse the

21 Wi t ness and nove to your next W tness.

22 MR, FRIEDVAN: | nean, he has got rebuttal,
23 but vyes.

24 CHAI RVAN LA ROCSA: | amsorry?

25 MR. FRI EDMAN:. He does have rebuttal
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t esti nony.
CHAl RVAN LA RCSA:  kay.
MR, WHARTON: W woul d cal |l Deborah Swai n.
CHAl RVAN LA RCSA: Ms. Swai n, when you are
settled, you are recognized to begin.
DEBORAH D. SWAI N
was called as a wi tness, having been previously duly
sworn to speak the truth, the whole truth, and nothing
but the truth, was exam ned and testified as foll ows:
EXAM NATI ON
BY MR WHARTON:

Q Ms. Swain, wll you state your full nanme and
busi ness address for the record?

A Yes. M nane is Deborah Swain, 2025 SW 32nd
Avenue, M am, Florida.

Q Did you prefile direct testinony in this case?

A Yes, | did.

Q And if | were to ask you the questions in your
prefiled direct testinony, would your answers today be
t he sanme?

A Yes, they woul d.

Q Do you have any changes or nodifications to
that testinony at this tinme?

A | do not. There is sone nodifications to ny

exhibit that | presented in rebuttal testinony.
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1 Q Al right. W wll doit at that tine.

2 MR, WHARTON: We woul d ask that the w tness

3 testinony be inserted into the record as though

4 read.

5 CHAI RMAN LA ROSA: Al right. Show the record
6 will reflect that.

7 (Whereupon, prefiled direct testinony of

0o

Deborah D. Swain was inserted.)
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Please state your, name profession and address.

My name is Deborah D. Swain. I am Vice President of Milian, Swain & Associates, Inc.
and head up the firm’s finance, accounting and management team. My business address is
2015 SW 32™ Ave., Suite 110, Miami, Florida 33145.

State briefly your educational background and experience.

I have a Bachelor of Science degree in Accounting from Florida State University. [ have over
35 years of experience in utility management, accounting, finance, rate regulation, rate design
and system development. I have prepared and supervised cost of service studies for over 300
water and wastewater systems, calculated revenue deficiencies and revenue requirements,
and designed rates.

Have you previously appeared and presented testimony before any regulatory bodies?
I have prepared and presented expert testimony in the areas of regulatory accounting, rate
regulation and utilities in general, before various federal, state, county, courts and regulatory
agencies, including the Florida Public Service Commission, Collier, Hillsborough, St. Johns
and Washington Counties, the Circuit Court in Palm Beach County, the Town of Jupiter, the
City of Miami, and the US Bankruptcy Court.

On whose behalf are you presenting this testimony?

[ am presenting this testimony and appearing on behalf of Sunshine Water Services Company
(Sunshine), the applicant for rate increase in the present docket.

What is the purpose of your direct testimony?

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

Are you sponsoring any exhibits?

Yes, I am sponsoring two exhibits. Exhibit DDS-1 contains MFR Volume I — Financial,

C4-380
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Rate and Engineering (except the E-14 schedule contained in Volume II, prepared by Dante
DeStefano, and the F schedules that were prepared and sponsored by Mr. Seidman) which
is being filed simultaneously in the Docket as required by PSC Rules. Exhibit DDS-2 is the
reconciliation schedule which is being filed with the Application, filed simultaneously in
the Docket as required by PSC Rules.

Were these Exhibits prepared by you and your staff?

Yes, they were. As is customary, they were prepared from financial information provided
to my staff and me by Sunshine.

Are there any particular explanations you want to make with regard to the MFRs?
Yes, [ will point out several about which I would like to elaborate.

Rate Base Adjustments — Utility Plant in Service

(D) Allocation of Common Plant: As in prior cases, I show combined book balances in the
water utility plant as the starting point for general plant, then apply an allocation adjustment to
the general plant accounts based upon number of ERCs. The result is an equivalent reduction
in water utility plant and an increase in wastewater utility plant.

2) Sandalhaven Intangible Plant: This adjustment moves the cost of the intangible plant
associated with the payment to the Englewood Water District (EWD) from a tangible plant
account to an intangible plant account.

(3)(a) Pro-forma Plant Adjustments: The adjustment to utility plant associated with the pro-
forma projects comprised several parts. The first is to reflect the additions to plant by NARUC
account.

(3)(b) Pro-forma Plant Retirements: Certain pro-forma plant additions required retirement of
replaced plant. We calculated the original plant cost for retirements applying the Handy
Whitman index, which is consistent with the methodology used by Sunshine when it records

the retirement on its accounting records.

C4-381
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4) Non-Used and Useful (NUU): Although the MFRs present consolidated financial
information, adjustments for NUU required system-based calculations. These adjustments
pertained to Plant, Accumulated Depreciation, CIAC, Amortization of CIAC, Depreciation
Expense, and Property Tax Expense. The applicable MFR schedules include sections reflecting
the pertinent information by system for those plant accounts to which a NUU adjustment was
made. The percent used and useful for each system is consistent with the findings of Sunshine’s
witness Frank Seidman.

Rate Base Adjustments — Construction Work in Progress (CWIP) As we are including the full

cost of pro-forma projects in utility plant in service, it is appropriate to remove CWIP from
inclusion in rate base.

Rate Base Adjustments — Accumulated Depreciation — Test Year

(D) Allocation of Common Plant: As was done for common plant, the associated
accumulated depreciation for common plant was shown fully in water, and then allocated from
water to wastewater based upon ERCs.

) Correct Over-Amortization of EWD: As the intangible asset associated with the
payment to EWD had been included in the incorrect account, it was depreciated over 10 years,
rather than the 40 years associated with intangible plant, requiring an adjustment.

3) Reclassification of Summertree Retirement entry: The retirement entry was incorrectly
charged to Accumulated Depreciation for Organization Costs, and was therefore moved to
Accumulated Depreciation for Wells and Springs.

Rate Base Adjustments — Accumulated Depreciation — Pro-forma

(1) Annualization Adjustment: Each of the test year additions to plant was identified and
the accumulated depreciation was adjusted to reflect a full year. An equivalent adjustment to
depreciation expense was also made.

2) Pro-forma Project Additions: Depreciation for one year was calculated for pro-forma

C4-382
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projects and included in accumulated depreciation as an adjustment.
3) Adjustment for Retirements: As adjustments were made for retired plant in utility plant
in service, accumulated depreciation was adjusted by an equal amount.

Rate Base Adjustments — Contributions in Aid of Construction (CIAC) / Amortization

(D) Over-amortization of CIAC: In Order No. PSC-2017-0361-FOF-WS, it was
determined that the company was over-amortizing certain CIAC accounts. The books continue
to include this over-amortization, and an adjustment was made to correct this balance.

(2) Pro-forma Retirement of CIAC: The retirement of contributed plant associated with
the pro-forma projects required an adjustment to reduce CIAC and also to reduce the
amortization of CIAC in an equal amount.

Rate Base Adjustments — Acquisition Adjustment

Acquisition adjustments on the books of the company were removed from rate base. Had these
adjustments been approved by the Commission, they would have been included in rate base.

Working Capital

Working capital was calculated using the balance sheet approach, including all appropriate
components.
Please elaborate on your adjustments to revenues and expenses.

Revenues — Test Year

Two test year adjustments were made. One adjustment is to exclude revenue components that
are not pertinent to revenues included in the revenue requirement, for example accrued
revenues, guaranteed revenues and AFPI. The second adjustment to revenue components is to
reflect the annualized test year revenues calculated based upon current rates having been in
effect during the full test year.

Revenues — Pro-forma

An adjustment was made equal to the revenue increase needed to achieve the revenues

C4-383
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required.
Operating Expenses — Test Year
(1) Chemicals: An adjustment was made to reflect the analysis of chemical dosages the

company performed. The result is that the adjusted chemical expense for water and
wastewater is based upon the chemicals used during the test year.

(2) Excess Unaccounted for Water (EUW) and (3) I&I Adjustments: Adjustments for
systems experiencing EUW and excess [&I were made, using details for each applicable
system for purchased water, purchased wastewater, chemicals and power.

(4) and (5) Lobbying Expenses: Test year lobbying expenses including dues paid to NAWC
attributable to lobbying were removed.

(6) Regulatory Commission Expense: An adjustment was made to reflect the amount
allowed in the Order No. PSC-2021-0206-FOF-WS.

Operating Expenses — Pro-forma

(D Purchased Water / Sewer Expense: Adjustment were made to reflect the impact of
rate increases imposed by providers of water and wastewater treatment. This is based upon
flows reflected in DDS-1 schedules F-1 and F-2, and the rates in effect at the end of the test
year.

(2) Purchased Sewer — EWD (Sandalhaven): An adjustment to reflect the volume of
purchased wastewater treatment was made. This is consistent with the testimony of
Sunshine witness Dante DeStefano, that it is appropriate to use the average flow in 2020
and 2021 as the basis to estimate test year flows, times the EWD gallonage rate.

3) Amortization of Rate Case Expense: The adjustment reflects the current estimated
rate case expense amortized over four years.

(4) Other Pro-forma Adjustments:

e Sludge hauling — this adjustment reflects the sludge hauler’s price increase

C4-384
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e Chemicals — this adjustment reflects the increased cost of sodium hypochlorite

e Contractual Services corporate allocations — this adjustment reflects a reduction in
allocated cost consistent with the testimony of Sunshine witness Dante DeStefano,

e Contractual services - credit card processing — this adjustment reflects the estimated
annual cost of processing fees for online payments by customers, consistent with
the testimony of Sunshine witness Dante DeStefano,

e Insurances — these adjustment to all insurances reflects the increased cost imposed
by the insurance companies consistent with the testimony of Sunshine witness Dante
DeStefano,

e Sewer Rodding — This adjustment reflects the increased cost imposed by the sewer
rodding contractor, consistent with the testimony of Sunshine witness Dante
DeStefano.

%) Salaries and Benefits: An adjustment was made to reflect the estimated cost of
salaries and benefits, consistent with the testimony of Sunshine witness Dante DeStefano,
(6) Repression Adjustment: As explained later in my testimony, I have made a
repression adjustment to billed gallonage to reflect the expected impact of the rate increase
on customer usage. This reduced consumption will result in a reduction of certain costs. I
have made an adjustment to purchased water, purchased power and chemical expense of
2.3128%, which is the overall reduction in total consumption expected.

Depreciation Expense — Test Year

(1) Amortization of Early Retirement: Consistent with the adjustment made to
accumulated depreciation, the retirement entry was incorrectly charged to depreciation
expense for Organization Costs, and was therefore moved to depreciation expense for Wells
and Springs.

(2) Over amortization and reclassification of Sandalhaven Intangible Plant (EWD):

C4-385
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Consistent with the adjustment to accumulated depreciation, as the intangible asset associated
with the payment to EWD had been included in the incorrect account, it was depreciated over
10 years, rather than the 40 years associated with intangible plant, requiring an adjustment.
Additionally, the amortization was reclassified from Wells & Springs to Intangible Plant.

3) Non-Used and Useful: Based on the NUU determined by Sunshine witness Frank
Seidman, associated depreciation expense was reduced by the amount determined to be NUU.
4) Over-amortization of CIAC: Consistent with the adjustment made to accumulated
amortization of CIAC, Order No. PSC-2017-0361-FOF-WS determined that certain CIAC
accounts were over-amortized in Lake Placid, Mid County and Sanlando, requiring an
adjustment to reduce the expense by that amount.

Depreciation Expense — Pro-forma

(1) Annualization of depreciation expense for test year plant additions, consistent with
the adjustment made to accumulated amortization, each of the additions to plant was
identified and the depreciation expense was adjusted to reflect a full year.

(2) Additional depreciation expense for pro-forma plant additions: The depreciation
expense for the first full year in service is reflected as an adjustment to increase depreciation
expense.

3) Reduction to depreciation expense for retirements: An adjustment was made to
reduce depreciation expense for one full year after retirement of plant associated with the
pro-forma plant projects.

4) Amortization of Pro-forma CIAC retirements: Amortization expense was adjusted
to remove one year of amortization expense for retired CIAC.

Amortization Expense

An adjustment was made to reclassify amortization of early retirements from depreciation

expense.

C4-386
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Taxes Other than Income Taxes — Test Year

An adjustment was made to reflect the regulatory assessment fees on annualized revenue,
consistent with the adjustments to test year revenues.

Taxes Other than Income Taxes — Pro-forma

(1) Payroll taxes: an adjustment was made to reflect pro-forma salary levels, consistent
with the testimony of Sunshine witness Dante DeStefano.

(2) Property taxes:

(a) Adjustments were made to reflect a full year of property taxes on plant added during the
test year, using the proportion of plant additions to taxable property.

(b) An adjustment was made to reduce property taxes by a proportionate amount for NUU
plant.

(c) An adjustment was made to increase property taxes associated with taxable pro-forma
projects.

(3) Regulatory Assessment Fees: An adjustment to increase regulatory assessment fees
associated with the final requested revenues was made.

Income Tax Expense

(1) Income tax expense was calculated based upon test year taxable income.

(2) Income tax expense was calculated based upon final requested taxable income.
Can you explain why you made additional adjustments to requested revenues?

After calculating the revenue requirement for both water and wastewater, Sunshine made
the decision to limit the revenue increase to 19.9% over test year adjusted revenues. I
therefore made adjustments to reduce the overall water revenue increase to 19.9%.

What impact did this adjustment have?

This reduction in the revenue increase reduced the repression adjustment to rates and

expenses. Regulatory Assessment Fees was reduced due to the lower taxable revenues.

C4-387
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Income tax expense was reduced due to the lower taxable net income.
Did you make any adjustment to the cost of capital?

Capital Structure — Test Year

The capital structure proposed is a combination of consolidated company debt and equity,
and components that are on Sunshine’s books. The D schedules included in DDS-1 provide
the required information for the consolidated company information (schedules D-4, D-5,
and D-6). Schedule D-2 allocates those consolidated company components to Sunshine
based upon Sunshine’s rate base. The result is that the components on Sunshine’s books are
included as reflected on the books, with the adjustment described below, and the
consolidated components are included proportionately so that the blended capital structure
totals rate base. The final capital structure reconciled to rate base is shown on D-1.

Cost of Capital

The components in the capital structure were assigned cost rates based upon the actual cost.
The cost of equity was calculated using the leverage formula in Order No. PSC-2024-0165-
PAA-WS.

Capital Structure — Pro-forma

Current and Deferred Income Taxes — The pro-forma plant adjustment included a calculation
of the difference between book depreciation and tax depreciation. The tax impact of this
difference resulted in a pro-forma increase in deferred income taxes. This adjustment is
reflected in schedule D-2 in DDS-1, and thus included in the calculation of overall rate of return
on Schedule D-1.

What is recommendation regarding billing rates?

Billing Rates

I am proposing that the rates be increased proportionately across the board. I am also applying

a repression adjustment to discretionary gallonage equal to 2% for every 10% of revenue

C4-388
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increase, consistent with the repression adjustment requested and allowed in Order No. PSC-
2017-0361-FOF-WS, and consistent with the amount allowed in other Commission cases. We
are proposing a revenue increase of approximately 19.9% in water revenues. Therefore, the
appropriate reduction in discretionary consumption based upon this increase would be 3.98%
to discretionary consumption, resulting in a reduction to all consumption of 2.3128%.
Discretionary consumption is determined to include consumption in billing blocks above the
lowest block, i.e. over 4000 gallons. The reduction in consumption and the increased rates to
compensate for this reduction is shown on schedule E-2, page 2 of 8. As mentioned earlier, a
corresponding adjustment to reduce the specifically affected expenses was made to recognize
the reduced consumption.

Does that conclude your direct testimony?

Yes, it does.

C4-389
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BY MR VHARTON
Q Ms. Swain, have you prepared a sunmary of your

direct testinony?

A Yes.
Q Pl ease proceed.
A Sur e.

The purpose of ny direct testinony is to
present information supporting the original mninmm
filing requirenents with the exception of several B
schedul es and E schedul es, which were prepared by M.
DeSt ef ano, and the F schedul es, which were prepared by
M. Sei dman, and subsequent revisions to those
schedul es.

In ny direct testinony, | explain sone
adj ustnents nade to the test year needed to establish
t he revenue requirenent. Sone are corrections to the
test year. Qhers are profornma adjustnent.

An exanple of a test year adjustnent is the
renmoval of | obbying expenses, including the Gunster
firm And exanple of proforma adjustnents are the
proforma plant and all associated inpacts, such as
retirenments, depreciation and property taxes.

O her exanpl es i nclude known and neasurabl e
I ncrease in costs both before, during -- or excuse ne,

during and after the test year. Exanples would be
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sal aries and benefits that increased -- would increase
after the test year that are known and neasurabl e, and
t he annual i zati on of cost increases experienced during
the test year, like purchased water and sewer utility

costs, and al so depreciation expense due to additions

and retirenments in plant during the year.

| al so annual i zed revenues to reflect the
rates in effect at the tinme | prepared the MFRs. The
final revenue requirenent was determ ned based on the
utility's books and records, adjusted as | described. |
limted the water increase to 19.9 percent at the
request of Sunshine. And in order to achieve the
requested revenues, | presented rates which were an
across-the-board increase. And as is Conmm ssion
practice, | calculated a repression adjustnent to
recogni ze that an increase in rates is expected to
result in a reduction of discretionary consunption.
This required that the rates be adjusted slightly, and
then certain usage inpacted expenses were decreased to
fully recogni ze the reduced usage.

The original MFRs included the repression
adjustnent for water. These schedul es were prepared by
me and under ny direction based on information provided
by the utility, and were prepared in accordance wth

Comm ssi on rul es.

premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



64

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q Does that concl ude your sunmary?
A Yes, it does.
MR, WHARTON: M. Chairman, we woul d tender
the witness for cross.
CHAI RVAN LA RCSA: Thank you.
OPC.
EXAM NATI ON
BY MR PONCE:

Q Good norning, M. Swain.

A Good nor ni ng.

Q Thank you for being here today. | just have a
coupl e of questions for you.

A Ckay.

Q If we could go to page J40 on Case Center.

Isn't it true that in your MFRs, you apply a
prof orma adjustnent starting on this page for test year
addi ti ons?

A Yes, | did. This is a profornma adjustnent. |
mentioned in ny sunmary that | nade an adjustnent to
annual i ze the expenses associated with the depreciation
on plant that was added during the test year. This is
the correspondi ng plant proforma addition rate base
prof orma addition. This would be a increase in
accunul at ed depreciation and, therefore, a reduction in

rate base.
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1 Q Doesn't this adjustnment carry over to revise
2 MR B-3, which is page J84?

3 A It does. It's identical to what | show on the
4  expenses, yes.

5 Q And agai n, these adjustnents are to annualize
6 depreciation?

7 A Ri ght.

8 Q kay. Isn't it true that you did not make a
9 correspondi ng adjustnent to plant in service?

10 A | did not -- excuse ne, but the plant in

11 service is shown as a 13-nonth average. The adj ust nment
12 | made was only to the depreciation, which is a known
13 and neasurabl e expense associated with that plant.

14 Q Are you famliar with Rule 25-30.433? And

15 this i s F2-2545.

16 A And what section are you referring to? Could
17 you --

18 Q Subsection (5).

19 A And perhaps be specific for ne since | don't

20 have it nenorized by section.

21 Q It should be on the screen in a m nute.

22 CHAI RVAN LA ROCSA:  Yeah, it should be on the
23 screen in front of you. |Is the screen in front of
24 you reflecting the --

25 THE WTNESS: There it is. Yeah, it is now
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1 BY MR PONCE:

2 Q And | amreferring to subsection (5).

3 A Ckay.

4 Q | f you could read that out |oud?

5 A | do have a lag here. | amstill on section
6 (1).

7 CHAI RVAN LA ROSA:  You may have to scrol

8 down.

9 THE WTNESS: Onh, | can scroll. Thank you. |
10 amallowed to use it. Thank you.

11 BY MR PONCE:
12 Q I f you could read subsection (5) for ne,

13  pl ease?

14 A We are having technical difficulties.

15 Q No rush.

16 A Ckay. Thank you.

17 Subsection (5): The averagi ng nethod used by

18 the Comm ssion to calculate rate base in cost of capital
19 should be a 13-nonth average for Class A utilities, and
20 a sinple beginning and end-of -year average for Cass B

21 and Cutilities.

22 Q Thank you.

23 Isn't it true, then, that by annualizing

24  depreciation, you are no longer in conpliance with this

25 rul e?
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1 A The test year is in conpliance with this rule.
2 \VWat nmakes it change is the proforma adjustnents, just

3 like, as we add proforma plant and retirenents on the

4 depreciation -- excuse ne -- the accunul at ed

5 depreciation, the retirement of CIAC, that's a profornma

6 adjustnment beyond the test year. So, no, the test year

7 is 13-nonth average. The proforma |ooks to the future.
8 Q Well, isn't depreciation a conponent of rate
9 base?

10 A Yes, it is, and it is reflected in a test

11 year. M test year nunbers are 13-nonth average with a
12 proforma adjustnent for annualizing depreciation, a

13 proforma adjustnent to reflect one year of depreciation
14  on proforma plant, one year of anortization of CIACto
15 reflect profornma plant that's retired or contri buted,

16 and there is a host of others.

17 Working capital, for exanple, is a conponent
18 of rate base. And the working capital -- working

19 capital conponents include deferred debits. So where

20 the conpany found -- or the OPC found that there was

21 certain expenses that were incurred in the test year, so
22 that should be spread over a longer period of tine, then
23 the -- those anmobunts were put working capital as a

24 deferred debit and expended over that period of tine.

25 So there are shifts to the test year to
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1 reflect known and neasurabl e changes and to -- and to

2 reflect also all the profornma adjustnents.

3 Q So | appreciate the explanations, but if you
4 can answer yes or no, | would appreciate it.
5 By annual i zi ng depreciation, aren't you

6 creating a msnmatch with any conponent of rate base

7  which you did not also annualize, such as plant

8 I n-servi ce?
9 A Absol utely not.
10 Q And just to be clear, | understand your

11 position, but isn't it true that you or Sunshine did not
12 file a petition asking for a waiver of this rule?

13 A This is not a waiver of the rule. This is a
14 very typical proforma adjustnment. As a matter of fact,

15 so typical, that Sunshine has applied it in the cases

16 that | |looked at in the last 10 years. So, no, it
17 doesn't require a waiver. |It's not in conflict with the
18 rule. It is a proforma adjustnent that |ooks to the

19 future and applies the future as an adjustnent to the

20 test year.

21 Q So | could take it that your answer is no, the
22 conpany did not file a waiver request?

23 A Correct. We did not file a waiver as is it

24  was not necessary.

25 Q So if | amunderstandi ng your position, then,
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if this rule was not filed in a prior case, then the
Comm ssi on has waived that rule, and the conpany can
just do what it wants in that area?

A No, absolutely not. W don't need a waiver of
a rule that we are not out of conpliance with. W are
not out of conpliance with that rule. W absolutely
filed this rate case wwth a test year 13-nonth average,
as it requires, and made profornma adjustnents.

The proforma adjustnents are commonly and
typically allowed for future plant, as we are doing in
this case. The plant is going to be constructed by the
end of this year, this calendar year. And those things

are included in rate base and separate fromthe test

year .

Q If we can go to F2-1971.

And | have shown you this letter before, but

pl ease take a nonent to -- take a nonent to
refam liarize yourself. | only have one questi on about
this.

A Ckay.

Q In formulating the MFRs that you sponsor, you

did not rely on this letter, is that correct?
A This letter appears to be a request for an
extension of tine for a rate case from?2012. | don't

see the relevance to this case.
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1 Q Well, just yes or no, you didn't rely on it in
2 fornmulating --

3 A | did not rely onit.

4 Q Ckay. Moving on to net sal -- | have a couple
5 of questions for you about net sal vage.

6 A Ckay.

7 Q Do you agree that depreciation and --

8 depreciation expenses in the filing should be adjusted

9 to correct for the conpany overl ooking the requirenent
10 in Rule 25-30.140 to include net salvage in the

11  calculation of these rates?

12 A No, | don't, for a few reasons. One,

13 realize that it's in the rule, but in ny many years of
14  experience doing accounting for utilities filing rate

15 cases, analyzing their books, providing assistance, |

16  have not seen that applied.

17 Not to say it's not in the rule, but if the

18 Conm ssion nmade a determnation that this rule should be

19 applied, when there is a change in accounting

20 depreciation nethod, it's done prospectively. 1It's not
21  done by accounting, it's not done historically. It's
22 not a correction to an error on the books. It's a

23 change in accounting nethodol ogy.
24 So if an adjustnent or determ nation is nmade

25 that the Comm ssion is going to start applying the
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sal vage, then it should be done in the future.

Q So just to be clear, isn't it true that in
preparing the MFRs specifically B-13, you did not nake
an adjustnent for net sal vage required by the
Conmmi ssion's depreciation rule for the foll ow ng

accounts: 341, 345, 346, 391 and 395 --

A That's correct.
Q -- and 396 as well? Excuse ne.
A That's correct. | did not make those

adj ustnents, and | have never seen it done in the past.
Q If we could turn, then, to F2-980.

A It's not there yet for nme. There it goes.

Q Are you there?
A Yes, | am
Q Can you please read the two lines that start
at subparagraph (2)(a)?
A Okay. \What does that | ook |ike?
CHAI RMAN LA ROSA: W are on page three.
THE W TNESS: (Ckay.
MR PONCE: | amsorry, | didn't --
CHAI RVAN LA RCSA: (2)(a) on page three is
what you are referring to --
MR, PONCE: Correct.

CHAI RVAN LA RCSA: -- just to nmke sure the
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witness is in the right area.
BY MR PONCE:
Q That's it right on the screen there.
A | amgetting there. (2)(a), | see it.
Ckay. You are tal king about the one that
starts, the average service |life and sal vage conponents
for each class of utility are as foll ows?

Q Correct. And then paragraph (a).

A WAt er system gui del i nes average service |ives.

Q Now, if you can go two nore pages down, this
is F2-984, and | will also ask you to read out paragraph
(b) there.

A Wast ewat er gui deline -- excuse ne, wastewater

system gui del i nes average service |ives.

Q Ckay. Isn't it true that Sunshine has
I npl enented the guideline the way it's prescribed by
this rul e?

A We have applied the guideline rates in this

rul e.

Q Now, if we could go to F2-986. Just two nore
pages down, (3)(a), please -- if you could read that,
pl ease?

A (3)(a), okay. Average service life
depreci ation rates based on guideline |ives and sal vages

shal |l be used in any Conm ssion proceeding in which
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1 depreciation rates are addressed, except for those

2 utilities using depreciation rates in accordance wth
3 the requirenents listed in subsection (6) and (7) of

4 this rule. Awutility shall also inplenment the

5 applicable guideline rates for any new plant to be

6 placed in service.

7 Q Isn't it true that Sunshine did not request
8 any exceptions to these prescribed depreciation

9 guideline rates?

10 A | did not request any change in rates filing
11 this case, and | amnot aware of any in prior cases

12 where it was requested. However, it's consistently been
13 applied wthout the sal vage rates since inception.

14 Q In other words, there is nothing in this

15 filing or a separate petition to use service lives in

16 lieu of the guideline |ives?
17 A | am sorry, where are you reading that?
18 Q If you can go to paragraph (b) if you want to

19 read that, (3)(b).

20 A A utility may inplenment applicable guideline
21 rates without specific approval by the Comm ssion.

22 Quideline rates, if inplemented in any -- for any

23 account, nust be inplenented for all accounts. If a

24 utility inplenents applicable guideline rates outside of

25 arate proceeding, the utility shall provide witten
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1 notification to the Director of Economcs within 30 days
2 of such inplenentation.

3 Q And then it would be (6)(a) would be the next
4 part of that.

5 A At the time a utility applies for a change in
6 its revenue rates and charges, it may also petition for
7 average service life depreciation rates different from
8 those in the above schedule if it can justify the

9 service lives that the utility is proposing in lieu of
10 the guideline lives. That justification shall be in the
11 formof historic data, technical information or utility
12 planning for the affected accounts and subaccounts.

13  Common causes of the need for different depreciation

14 rates include conposition of account, adverse

15 environnental conditions, high growth and regul atory

16  changes.

17 Q So let nme ask it again. There is nothing in
18 this filing or a separate petition to use service |ives
19 inlieu of the guideline lives, is there?

20 A There is not a separate petition. However,

21 there is a several -decade long history of the utility

22 using rates -- conplying with the rule, using rates that
23 excluded the salvage, having it reviewed and approved

24  uniformy throughout all the years the utility relied on

25 that in its bookkeeping.
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W have continued to follow the rule w thout
the salvage rates, as is the practice for water and
sewer utilities. | understand it may not be the
practice for all utilities, but it is for water and
sewer utilities.

Q Okay. | think I only have one nore reading
rai nbow segnents here. |If we can go to (7)(a).

A Okay. Al righty.

Q If you wouldn't mnd reading (7)(a) and (b),
pl ease?

A A Class A, Bor Cutility may apply for
gui delines for a proposal for inplenentation of
remaining |ife depreciation rates if the utility has
mai nt ai ned both plant activity data by account and
accunul ated provision for depreciation reserve data by
account, function or total depreciable plant generally
in accord with the Unform System of Accounts for either
at least 10 years or since the inception of the utility,
whi chever is |ess.

Q And (b), please.

A Yeah. (b) is: To provide tine for study
devel opnent, any application for remaining life
gui del i nes should be submitted at | east six nonths
before the filing of a test year in connection wth a

request for revenue -- for a revenue rate increase.
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1 Q Isn't it true that Sunshine did not nake an

2 application for remaining |ife depreciation rates under
3 subsection (6)(b)?

4 A It did not, but as | said, the decades-I ong

5 practice of using the depreciable lives without the

6 salvage was relied on by the utility in its books and

7 records.

8 And as | nentioned earlier, | have not seen a
9 water and sewer utility, in ny experience, that applied
10 those salvage rates. And the utility relied on that

11  when continuing to keep its books that way. As a nmatter
12 of fact, that is generally and conmmonly disregarded, the
13 salvage rates, by water and sewer utilities.

14 And as | said before, if there is a decision
15 that it's going to be applied, if sonething changes,

16 then that shoul d be done prospectively.

17 Q And just nore generally, you didn't seek any
18 kind of rule waiver either, correct?

19 A "' msorry, say that again.

20 Q And Sunshine also didn't seek any kind of

21 general rule waiver, correct?

22 A W did not. W relied on the decades of

23 rulings by the Comm ssion allowng the rates that the
24  conpany enpl oyed.

25 Q If we can go back to F2-983. And if you
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1 scroll down to the bottomof this page, you can see the
2 guideline rates for account 341, 345, 346.

3 A Yes.

4 Q You woul d agree that the depreciation rates

5 for these accounts require the application of a net

6 sal vage percentage, correct?

7 A As -- yes, | agree that's what the rule says.
8 However, again, that's not been the practice of the

9 Comm ssion for water and sewer utilities.

10 Q You woul d agree that Sunshine was required to
11 apply the net salvages -- net sal vage percentages shown
12 for these water accounts in determ ning your

13 depreciation expenses for these water accounts and the
14  associ ated accunul ated depreci ati on?

15 A No, | don't agree. As | said, we relied on
16 the Comm ssion's practice and the decades of rate

17 rulings, and applied the rates as we understood them
18 Q If we can go to F2-985, which is the above

19 page. And again, there are guidelines rates displayed

20 for accounts 391, 395 and 396, correct?

21 A Correct. And what page is that on?

22 Q  F2-985.

23 A | amgetting there. Ckay. Yes.

24 Q And you woul d agree the depreciation rates for

25 these accounts require the application of a net sal vage
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per cent age, correct?

A | agree that the rule indicates that there is
a net salvage life -- net salvage value. However,
again, we relied on decades of Comm ssion practice and
prior rate rulings to apply the rates as we under st ood
t hem

Q So if | amunderstandi ng correctly, your
position is that Sunshine was not required to apply the
net sal vage percentages shown for these accounts in
determ ni ng your depreciation expenses for 391, 395 and
3967

A Yes, that's correct.

Q Along wth the associ ated accunul at ed
depreci ati on?

A Correct.

Q In formulating MFR B-13, is it fair to say
that you did not apply any net sal vage percentage
adjustnent to the depreciation rates applicable to the
UPI S and profornma bal ance account -- bal ances in water
accounts 341, 345, 346, and wastewater accounts 391, 395
and 3967

A That's correct, | did not.

And let ne tell you, this is a timng
di fference, because at the tine that an itemin one of

t hose accounts, for exanple a vehicle is sold, it's
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1 reached the usefulness to the utility and then they

2 decide they are going to sell it, and there is proceeds
3 fromthat sale. Those proceeds are then used to reduce
4 the depreciation that's witten off when the asset is

5 witten off. So it's sinply a timng difference.

6 Q So if | amunderstanding you correctly, it's

7 that timng difference that justifies the way you

8 fornul ated these MFRs?

9 A Yes. And if we applied the rates with the

10 sal vage value, then at the tine of the sale, then the

11 reduction at that tinme to depreciation for retirenment of
12 that asset would be | ess because we woul d have al ready
13 done that reduction over a period of tine.

14 And by period of tinme, | amtalking about five

15 or six years, 10 years, 12 years. So it's not a 40-year

16 asset. It's -- the asset is sold, there is a
17 recognition that there is -- that there is proceeds, if
18 any, and at that tine it all trues up. It's just a

19 timng difference.

20 Q If we could turn to page E28672.

21 MR, SCHULTZ: What was that nunber agai n?
22 MR. PONCE: That was E28672.

23 THE WTNESS: | don't know what that is.
24 kay.

25 BY MR PONCE:
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1 Q Do you recall sponsoring this interrogatory?
2 A | do.
3 Q Wt hout review ng each of the responses for

4 the other accounts, power operated equi pnent and

5 conmuni cation equipnent, is it fair to say your answer
6 was the sanme with respect to | ooking at any reports and
7 selected orders and the conpany's records as to the

8 reasons why you made no adjustnent for net sal vage?

9 A Yes. This is what | was able to determ ne at
10 that tine.

11 Q kay. So when we use a 20-percent rate, does

12 that nean you are using a five-year life?

13 A Yes.

14 Q If we can turn then to F2-983. W are | ooking
15 at 341.

16 CHAI RVAN LA ROCSA: Did you say 293 or 2837

17 MR, PONCE: Excuse ne?

18 CHAI RMAN LA ROSA: Did you say 293 or 2837

19 BY MR PONCE:

20 Q | nean, 341. On that page there, there is,
21 | i ke, 304, 310 and 311 on the left?

22 A | have got it figured out now.

23 Q Yeah, it should be account 341.

24 A Yep.

25 Q That's account 341 for transportation
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1 equipnment. Can you explain to me why you believe the

2 conpany is authorized to use a five-year life while

3 ignoring the application of the net sal vage percentage?
4 A Yes. Actually, we had an opportunity to take
5 alook at it, and the conpany is using a six-year life
6 for light vehicles, and a five-year life for heavy

7 vehicles.

8 The docunentation all said five years, but

9 there is a segregation on the utility's books between

10 heavy and light. | amnot sure when that started. But,
11 for exanple, the item-- line itemabove it, office
12 furniture and equi pnent and conputers, | have seen nany

13 tines, for exanple, in prior Sunshine or Uilities Inc.
14 of Florida cases, where conputer software was a | onger
15 |ife than what's prescribed in the rule.

16 So there is an evaluation and determ nation

17 sonetines that makes it a little bit different, but

18 anyway, we were able to take a | ook at that.

19 Q When you sponsored your Interrogatories 105,
20 108 and 111 in the previous exhibit that we | ooked at,

21  would you agree that you used the exact same | anguage

22 for each category as in -- for each category of plant as
23 in using a 20-percent rate for all of then?

24 A | did, and it was after that that we -- that
25 we were able to determne -- as a matter of fact, |
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1 think it was reviewed in a Conm ssion audit that we saw
2 that there was a distinction between heavy and |i ght

3 vehicles on the conpany's books.

4 Q Can you explain that distinction, please?
5 A Yes. Light vehicles, we depreciate over six
6 vyears, and heavy vehicles, heavy -- heavy vehicles, we

7 depreciate over five years.

8 Q And then for power operated equi pnent, would

9 you agree that you were using a 10-year life for sone of
10 those assets?

11 A | amgoing to have to I ook. No, | believe I
12 had that at a 12-year life.

13 Q Just to return quickly to sonething | asked.
14  Just to be clear, you are using a five-year |ife for al
15 of these categories?

16 A Okay. Transportation -- there is, you know,
17 several different categories. Transportation equipnent,
18 we are using -- the rule prescribes six years. W are
19 using six years for light equipnment, but five years for
20 heavy equi prent. Power operated equi pnent, we are using
21 12 years, and that's what it states in the rule. And

22  conmmuni cation equi pnent, we are using 10 years, which is
23 what's in the rule.

24 Q Excuse ne, if we can go back to E28672.

25 Again, that was E28672.
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And there is three interrogatories | want to
ask about, the first one being 105.

A Ckay.

Q Aren't you using the five-year life in 105,
for transportation?

A For the purpose of the annualized
depreciation, | did use five years. The conpany is
using a conbination of five years and six years on their
books.

Q So it's just for the purposes of this
i nterrogatory that you used five years?

A No, not for the interrogatory. For the MRs,
| did annualized depreciation and annual i zed
depreci ati on expense, ny schedule -- in ny schedule, I
used five years.

Q And if we could scroll down to 10 --

I nterrogatory 108.
Sanme question, you are using a five-year life
in this answer as well for accounts 345 and 395?

A Let me read what it says. It keeps blinking

out on ne. 108 -- | have a hard copy.

Power operated equi pnent is -- 108, | used 12
years. And | know in ny response, | did a copy and
paste error. | put 20 percent, and | amsorry, | went

back on ny own and corrected it to 8.33 percent, and
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that's 12 years.
Q Ckay. That clarifies it.
A Yeah.
Q Not to bel abor the point, but if you could

| ook at 111 and see if the sane error happened there?

A Yes, 111 should have been 10 percent, not
20 percent.
Q | am | ooking at the answer, it |ooks I|ike

20 percent here. Based on a review of the readily
avai | abl e conpany accounting records, Sunshine has

utilized 20 percent depreciation rates for accounts 346

and 3967

A Yes, and that is incorrect. | was -- that was
a copy/paste error. It should have been 10 percent.

Q If we could turn to F2-783. This is a staff

wor kpaper. And it | ooks Iike the work here shows both
10-year and 12-year lives for account 395.7.

A 395.7. kay. Yes, | see that.

Q kay. Doesn't it violate had the Conm ssion's
rules to use the nore accel erated recovery rate of 10
year s?

A The utility is using --

Q | amsorry, if you could start off with a yes
or no?
A No. | am |l ooking at the workpaper, but |
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1 believe that the utility is applying the correct rates.
2 Q So there is no overstatenent by the utility of
3 depreciation expense, then?

4 A Not that | amaware of. There may be sone

5 assets that the utility is depreciating over a shorter

6 life because that's howit's been reflected in prior

7 cases, but | amnot aware of what the details are behind
8 that difference.

9 Q 10 years -- but 10 years life isn't in

10 conpliance with the rule, right?

11 A Say that again.

12 Q A 10-year life isn't in conpliance wth the

13 rule, is that correct?

14 A The rule is 12 years unless there is sone

15 reason in why it's sonething else. And | amnot sure if
16 in history -- | have | ooked at every case to see if, in
17 history, a different Iife was prescribed for certain

18 types of power operated equipnent. So | don't -- they
19 are not going to arbitrarily do it.

20 Q Now i n sponsoring the interrogatories we have
21  been tal king about, you nentioned review ng certain

22 Comm ssion orders, is that correct?

23 A Yes.

24 Q If we could turn to F2-4049. This is a

25 April 23, 2023, order setting rates for the Cass A
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1 Pluris Wedgefield system Are you familiar with this

2 order?

3 A No, | am not.

4 Q So when you were review ng orders, you didn't

5 have a chance to review one?

6 A | | ooked at our utility orders, not other

7 utility orders. | note that this is a very, very recent
8 one, a 2024 order, Proposed Agency Action, but, no, |

9 have not reviewed it.

10 Q When formul ating your interrogatory responses
11 that we have been tal king about, did you recal cul ate

12 solely for the net sal vage percentages by using the

13 five-year lives that you had it correctly on there?

14 A Did | do what? | amsorry.

15 Q So in your response to these interrogatories,

16 did you nmake any recal cul ati ons using the five-year

17 [ife?
18 A Oh, yes, we were -- we were asked to do sone
19 recal cul ati ons. | worked wwth M. DeStefano on it, and

20 he is the one that prepared the final schedule for that.

21 Q s it your position that the Comm ssion should
22 |et you use the accelerated rates is, or should they

23 | eave the record open for you to recalculate the correct
24 lives and net sal vage adj ustnents?

25 A It's my position that if the Conmm ssion nmakes
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a determnation that the utility should change its
accounting nethod for depreciation, that it should be
prospectively and not retroactively. Again, the utility
has relied on the findings and practice of the
Conmmi ssion in establishing and using its depreciation
rates. If there is an error, the utility correct it.
W did find -- as a matter of fact, when |

descri bed sone of the test year corrections, | did find
errors in sone of the utility depreciation and corrected
it. So if it's an error, then it's corrected. If it's
a change in Conm ssion practice, it ought to be done
prospectively.

Q If we could go back to E28672? |If you could
scroll down to the response?

A Wi ch nunber?

Q It's what's on the screen here. | guess
I nterrogatory 105.

A Ch, No. 105. kay.

Q If you could read starting at "the Conpany".
If it helps you, that's where the nouse cursor -- the
second one. You were right, where the nouse cursor is
at .

A Ch, okay.

The Conpany al so reviewed every water and

wast ewat er 2023 annual report on the Florida PSC s
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1 website. None have been reported use of net sal vage

2 val ue.

3 Q So in review of these orders -- if you woul d
4  keep going. Excuse ne.

5 A None reported use of net sal vage percentage

6 for these accounts.

7 Q | f you can keep going. Sorry.

8 A In review of select rate cases and PSC staff
9 workpapers for other water and wastewater utilities, we
10 found that none were -- none where depreciation rates
11 were adjusted by a net sal vage percentage.

12 Q So it's fair to say that there was sone kind
13 of review of other orders -- of orders for other

14  utilities?

15 A Yeah. | did an on-line search for any order
16 that mght state salvage and couldn't find one. And I
17 note again the Pluris one I think you pulled upis -- if
18 that is a sal vage val ue exanple, it's 2024.

19 Q kay. So basically, if | am understanding

20 correctly, if there is a practice that deviates fromthe
21 Commssion's rule, that practice should trunp the

22 Comm ssion's rule when naking these cal cul ati ons?

23 A You are going to have to repeat that for ne
24  again.
25 Q So if I amunderstandi ng your testinony, you
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said that it's been consistent prior practice to
cal cul ate these accounts the way that the conpany has
calculated them is that correct?

A Yes. That's correct.

Q So in other words, when there is a practice of
doing it, sonething one way, the rule says sonething
different, the practice should trunp the rule, is that
your testinony?

A No. M testinony is that we relied on
Commi ssi on practice over decades in the conpany's books
and records, and how the rate case was filed, and if the
determnation is nade that there is going to be a
change, it should be prospectively.

And | -- | want to nention, w thout giving too
much about ny age, but | have been doing this for over
40 years, and really, this is the first time | have seen
that this has becone an issue.

MR, PONCE: Nothing further. Thank you.

CHAI RVAN LA ROSA:  Thank you.

Let's go to staff.

MR, FAROOQ : Thank you, M. Chair.

EXAM NATI ON
BY MR FAROOQ :
Q And good norning, M. Swain.

If we could switch to page J83. | wanted to
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1 di scuss the Schedul e B-3 revised version of the schedul e

2 of adjustnents to operating incone.

3 A Ckay.

4 Q This was prepared by you, correct?

5 A Yes.

6 Q And you see line 26 through 30, regarding a

7  purchased sewer adjustnent?

8 A Yes.

9 Q kay. And an adjustnent to annualize EWD
10 charges was added, correct?

11 A Yes. That's right.

12 Q And this is in regard to the Engl ewood Water
13 District?

14 A Correct.

15 Q And the usage for 2023 was significantly | ower
16 than the average usage in 2020 and 2021, correct?

17 A That's right.

18 Q And t he usage for 2022 was not used in the

19 calculation of the average usage, correct?

20 A Correct.
21 Q And the 2022 or 2023 usage are not being taken
22 into consideration when calculating this averaging

23 adjustnent, correct?
24 A That's correct. And M. DeStefano is the one

25 that really analyzed this, and we went over it and
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1 discussed it and he gave ne the information. But |

2 believe that there was a problemw th the neter that

3  persi
4  2023.
5 Dbefor

6 usage factor. So that's why we disregarded 2022.

8 met er

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

sted. It began in 2022, and it persisted through
So we went prior to 2022, | ooked at the average

e those years to try and cone up with a better

Q And this was a technical problemwth the
?
A Apparently, yes.

MR FAROOQ : That's -- | have no further
guesti ons.

THE W TNESS: Ckay.

CHAI RVAN LA RCSA: Thank you.

Comm ssioners, are there any questions for the
W t ness?

Commi ssi oner Fay, you are recogni zed.

COW SSI ONER FAY: Thank you, M. Chairman.
And just a few quick questions.

Ms. Swain, | appreciate you being here. | am
trying to process sone of the questioning that cane
on the net salvage part of this. | knowthat -- |
don't want to push you in kind of the |egal world.
| mean, frompreparing these things, you obviously,
on the accounting side, put a ot of work into it

if and it's sonething I wouldn't want to do, so |
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commend you on your preparation on this. But wth
that said, it does seemli ke there are sone
conponents in your preparation where you do run
into the conplexities of previous Conm ssion
deci si ons, or standards, maybe, however you want to
refer to them and then potentially what the rule
woul d require for sonething.

So how do you go through that process to get
to -- and you don't need to go through all the ones
that we di scussed, but just in general, how do you
manage that process to get to a nunmber to put on
t he spreadsheet when you may have sone
interpretation that could occur there?

THE WTNESS: Yeah. It's a bit different for
this client because we have been doing rate cases
for themfor so many years. So we have -- | have
tenpl ates of the MFRs, and | always start with the
existing tenp plate fromthe prior rate case.

So we have adjustnents that we nade before, |
amable to look at themand see if | still need to
make them For exanple, | nentioned that there was
a depreciation error that | had to correct. The
utility in the previous case incorrectly put the
fees that they had paid to the Engl ewood Water

District in a tangi ble asset that had a 10-year
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life, and it should have been an intangi bl e asset
with a 40-year life, because there is nothing
tangible toit. |It's a paynent for the opportunity
to be able to connect to them Like an inpact fee.
So | made that correction. And how do | know that?
| didn't review their books in that great a detail,
but it was an adjustnment | needed to make the | ast
tine.

Over-anortization of CIAC, there is three
utilities that they continue to anortize Cl AC years
after the CIAC net had al ready reached a zero
bal ance, and they were still on the books. Now the
utility has corrected it, but | was able to see
t hat .

So there is a lot of things that are carried
over, but there are triggers to make sure that | am
pi cking up what | need to. And of course, then,
after | pull all the information fromthe general
| edger fromthe utility into ny tenplate, which is
quite a process, then | can | ook and see if there
is things that just don't |look right; they didn't
cone over right, or they changed a lot in the |ast
rate case. And he then | will spend a |lot of tine
with the utility going through those, identifying

where there may need to be sone corrections. And
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1 those seemto pop out pretty quickly. Sonetines

2 OPC catches themand we fix them But for this

3 client, it's quite a bit easier.

4 If | had a brand new client and a brand new

5 set of books, it would be a little bit -- it would
6 be nore arduous fromthat standpoint. But one

7 thing is for sure, when | have a Conm ssion

8 practice, and it's been applied over and over and

9 over again, | don't go back to the rule and check
10 and make sure that | amapplying that correctly

11 because it's as it has been.

12 This rule on depreciation has been there since
13 1986, | think. So in all those years, that was not
14 applied. | don't know what it was before 1986, |
15 don't recall, but certainly, we didn't apply

16 sal vage.

17 | don't know if that answered your question.
18 COMM SSI ONER FAY: It does in part. So then
19 when you speak to the Comm ssion precedent or the
20 previ ous decisions, | appreciate your point of when
21 you have the sane utility, you are going to go back
22 to kind of the original structure as to what's

23 submtted. Are you referring to other Conmm ssion
24 deci si ons, or other Comm ssion precedent, or are

25 you just speaking to Sunshine?
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1 THE WTNESS: Well, | do rate cases for other
2 utilities, so | do have those as well. | don't do
3 an exhaustive search through other recent order

4 unless it's brought to ny attention by the

5 attorney, or by the utility. It's -- you know, |

6 rely on what was done in our prior cases, or the

7 cases that | have been involved in.

8 COW SSI ONER FAY: And then if the Conmi ssion
9 makes an interpretation that sone adjustnent shoul d
10 be made, is that -- and this could be not even in
11 this docket, just other dockets that you testify
12 in, then going forward, you apply of that

13 adj ustnent to the future calculations typically?
14 THE WTNESS: W woul d discuss it and see how
15 applicable it is to this utility. Wy before that,
16 the utility has to nmake a determ nation as to

17 whet her its books need to be changed, because

18 that's where | amstarting. And sonething |ike

19 sal vage is a significant change.

20 And again, it's just a timng difference, so
21 it does catch up. But if there is a determ nation
22 after reviewin a final action by the Comm ssion
23 that recognizes the utility should have been

24 appl yi ng sal vage -- although, they haven't in the
25 40 odd years | have done it -- then the utility
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1 woul d go ahead and i nplenment that. But again,

2 it's -- when there is a change in accounting

3 nethod, it's prescribed that it should be done in
4 the future and not retroactively.

5 COW SSI ONER FAY: GCkay. Geat. And | think
6 your attorney al so has 40 years experience, SO

7 between the two of you, | think --

8 THE WTNESS: | think he has five nore years
9 experience than | do.

10 COW SSI ONER FAY: | didn't want to take

11 anyt hing away from M. Friedman.

12 M. Chairman, just one |ast question.

13 CHAI RMAN LA ROSA: Sure. (Go ahead.

14 COMM SSI ONER FAY:  So in your question with
15 OPC regardi ng that specific 20-percent net sal vage
16 all ocation that you corrected to a 10-percent, and
17 you nentioned that's a copy-and-paste. It's not --
18 THE W TNESS: Yeah

19 COW SSI ONER FAY: That's not a cal culation --
20 that's not an interpretation of the rule and a
21 cal cul ation distinction between what you put on
22 paper and what they are putting forward, it's
23 nerely just a technical kind of transfer?
24 THE WTNESS: It is. | -- you know, |
25 realized when | reviewed it for preparation for
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21
22  then?
23
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25 any o

this case that | had -- | had just nade a
t ypogr aphi cal error.

COMM SSI ONER FAY: And once again, | totally
can appreciate that there are a | ot of spreadsheets
and a |lot of nunbers in here, so | inmagine that
some will not be perfect, and | think recognizing
that with your questioning with --

THE W TNESS:  Sur e.

COMWM SSI ONER FAY: -- OPC is hel pful for us,
so thank you for your tine.

THE WTNESS: Thank you.

CHAI RVAN LA RCSA: Geat. Thank you.

Any ot her Conm ssi oners?

Seeing none, let's go to redirected.

MR, WHARTON: Thank you, M. Chairman.

FURTHER EXAM NATI ON

Q Ms. Swain, you said you had been involved with
tility for quite a while?

A Yes.

Q Does that include doing sone rate cases for

A Yes.

Q Do you ever recall if OPC ever got involved in

f those ratemaking efforts and raised the point
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that they are trying to rai se today on sal vage rates?

A Two- part question, two-part answer.
Yes, | recall that, in particular the |ast two
cases, that UF filed. OPC was a party in the case. It

went to hearing. And in neither of those cases did OPC
rai se the issues regarding the annualization of
depreci ati on nor the salvage value in those -- in those
cases. | did exactly the sanme thing in those cases, and
there was no adjustnent to ny annual i zed depreciation,
nor an inposition of the sal vage adjustnent.

Q Now, you have, during the course of
cross-exam nation, |ooked at a | ot of the work product
you have done, you have | ooked at adm nistrative code
rul es and, again, asked a |lot of questions. Dd
anyt hi ng occur during that process that made you think
you need to further refine or correct your testinony or
t he opi nions you have given?

A No.

Q And does it remain your testinony that what
was filed by you on behalf of Sunshine in this case is
consistent with the PSC s rules and the PSC practice and
treatnment of the utility in the past?

A Yes, it does.

Q Let ne ask you, does the conpany use renaining

life or average life --
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1 A Average -- excuse ne, they use average life.
2 MR WHARTON: kay. That's all we have, M.
3 Chai r man.

4 CHAI RVAN LA RCSA: Geat. Thank you, and --
5 MR, PONCE: M. Chairman?

6 CHAl RMAN LA RCSA:  Yes, sir.

7 MR. PONCE: | have just sonething very brief
8 based on testinony that we got when Conm ssi oner

9 Fay asked a couple of questions that | would have a
10 coupl e of questions about.

11 CHAI RMAN LA ROSA: So you are asking if you
12 can ask a question after -- sonething that got

13 triggered by Comm ssioner Fay?

14 MR WHARTON: Rerecross?

15 CHAI RMAN LA ROSA: Yeah, that's typically out
16 of order. | would prefer that we didn't operate
17 t hat way.

18 MR, PONCE: (kay.

19 CHAI RMAN LA ROSA:  Thank you.
20 Al right. M. Swain, you are excused
21 tenporarily. Qobviously, we will see you a little
22 bit later in rebuttal.
23 It isalittle bit after 11:15, 11:17 or so.
24 Let's take quick break, allow the court reporter to
25 have a little bit of tinme to rest.
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| amgoing to target a 12:30 |lunch, just so
that we are all on the sane page as we are | ooking
into the next couple of hours. So let's go ahead
and break for seven mnutes -- 10 mnutes, let's
say, and get back together a few m nutes before
11: 30.

MR. FRIEDMAN.  How long will our lunch break

be?

CHAI RMAN LA ROSA: Let's say -- let's say 45
mnutes. |s that good enough? 45 minutes. So if
we get 12:30, that nmeans 1:15 will we will be back

in the swng of things.

So let's take a seven-m nute break and be back
at 11:31.

(Brief recess.)

CHAl RVAN LA ROSA: Al right. |If we can start
to take our seats and pick up where we left off.

Al right. 1 amgoing to go to Sunshine. W
did not add -- enter the exhibits of the w tness.

MR WHARTON: Yes --

CHAl RVAN LA ROSA: Yes. (o ahead and turn the
mc on. Yep.

MR. WHARTON: We woul d nove into the record
Debbi e's exhibits -- which | have hidden the I|i st

fromnyself.
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1 MS. HELTON: Those are exhibits, | think, 10
2 and 11, as marked on the CEL, M. Chairman.

3 MR, VWHARTON:  Ckay.

4 CHAI RMAN LA ROSA: Al right. Show --

5 MR, WHARTON: Yeah, 10 and 11.

6 CHAI RMAN LA ROSA: Show thementered into the
7 record.

8 (Wher eupon, Exhibit Nos. 10 & 11 were received
9 into evidence.)

10 CHAI RMAN LA ROCSA: Al right. 1 wll throw
11 it -- or keep it over with you guys to introduce

12 your next witness. Yep. | have got it as

13 DeSt ef ano.

14 MR. FRIEDVAN: He is next?

15 CHAI RVAN LA ROCSA:  Yes.

16 MR, FRIEDVMAN: Qur next witness is Frank

17 Sei dman, and we have stipulated to the introduction
18 of his testinmony into the record, and I would I|ike
19 to ask now that M. Seidman's testinony be inserted
20 into the record as though read, and that his

21 exhibits be adm tted.

22 CHAI RVAN LA ROCSA:  Seeing no objection, show
23 that entered into the record.

24 MR, FRI EDVMAN:  Thank you.

25 CHAI RVAN LA RCSA:  Sure.
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1 (Whereupon, prefiled direct testinony of Frank

2 Seidman was inserted.)

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
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Please state your name, profession, and address.

My name is Frank Seidman, dba as Management and Regulatory Consultants,
consultants in the utility regulatory field. My address is 2408 Carefree Cove, Tallahassee,
FL 32308.

State briefly your educational background and experience.

I hold the degree of Bachelor of Science in Electrical Engineering from the University
of Miami. I have also completed several graduate level courses in economics at Florida
State University, including public utility economics. [ am a Professional Engineer, retired
status, in the state of Florida. I have over 50 years of experience in utility regulation,
management, and consulting. This experience includes nine years as a staff member of
the Florida Public Service Commission (FPSC), two years as a planning engineer for a
Florida telephone company, four years as Manager of Rates and Research for a water and
sewer holding company with operations in six states, and three years as Director of
Technical Affairs for a national association of industrial users of electricity. I have been
providing rate and regulatory consulting services in Florida for over 30 years.
Specifically, with regard to the water and wastewater industry, I have participated in the
preparation and presentation of numerous rate cases, most of which were considered by
the Florida Public Service Commission. I have also prepared cases before the Sarasota
County Commission. Many of the cases before the FPSC were made final through the
Proposed Agency Action procedures; others went to public hearing in which I presented
direct and/or rebuttal testimony. I have prepared or participated in the preparation of all
phases of water and wastewater financial, rate and engineering sections of the Minimum
Filing Requirements (MFRs), including used and useful. I have also participated in many
of the water and wastewater rulemaking procedures before the FPSC. I have also

prepared several original cost studies accepted by this Commission in setting rates.
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On whose behalf are you presenting this testimony?

I am presenting this testimony and appearing on behalf of the applicant, Sunshine Water
Services Company (Sunshine).

For what purpose were you retained by the applicant?

I was retained to prepare the used and useful analyses for each of the systems through
which Sunshine provides service and the required schedules in the MFRs pertaining to
used and useful. These are identified in the MFRs as the “F” schedules.

What is the purpose of your direct testimony?

The purpose of my direct testimony is to present the results of my Used and Useful
analyses of the individual systems that make up Sunshine and to sponsor the Engineering
Schedule Section of Volume I of the Minimum Filing Requirements, also known as the
“F” Schedules. Volume I, except for the “F” Schedules, is sponsored by Company
Witness Swain as Exhibit DDS-1 and has been simultaneously filed in this Docket as
required by PSC rules.

Are you sponsoring any exhibits?

Yes. I am sponsoring Exhibit (FS-1) which is a summary of my education and my
experience as it pertains to water and wastewater regulation. I am also sponsoring Exhibit
(FS-2) which is a summary of the Used and Useful (U&U), Excess Unaccounted for
Water (UAW) and Excess Inflow &Infiltration (I&I) percentages of all the individual
systems included in this filing. As previously stated, I am also sponsoring the
Engineering Section of Volume I, which is being introduced by Company Witness
Swain, and which has been filed in the Docket as required by PSC Rules.

Would you please summarize the results of your used and useful analyses?

Yes. As previously stated, the results of the used and useful analyses are contained in the

“F” schedules section of each of the MFRs for each of the various systems.
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Q. Does that conclude your direct testimony?

A. Yes, it does.
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M5. HELTON: And are we noving M. Seidnman's

exhibits into the record as well, CEL No. 12 and

13?

MR FRIEDVAN: | thought | did.

M5. HELTON: Oh, did you? Okay, | amsorry, |
didn't hear that. | amhaving a hard tinme hearing
you.

CHAI RMAN LA ROSA: Yeah, let's just make sure
we are clarifying, 12 and 13?

MR FRIEDMAN: That's correct.

CHAI RVAN LA ROSA: Ckay.

(Wher eupon, Exhibit Nos. 11 & 12 were received
evi dence.)

CHAI RMAN LA ROSA:  Are you introducing M.
DeSt ef ano?

MR, FRIEDVAN: | am sorry?

CHAI RVAN LA ROSA:  So that was Seidman, right?
So you just entered Seidman into the record, but is
DeSt ef ano our w tness here?

MR. FRIEDVAN. Yes, | amjust getting ready to
call him

CHAI RVAN LA RCSA: Onh, gotcha. You are
| ooking at ne like you were a little confused.

MR, FRIEDVAN. Ch, no, | amjust naking sure

we didn't -- about what our timng was.
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1 CHAI RVAN LA ROSA:  Ckay.

2 MR SANDY: M. Chair, if | may, | believe OPC
3 has an issue they would like to have addressed.

4 CHAl RVAN LA ROSA:  Yeah. Sure. Go ahead.

5 MR, PONCE: Just a point of clarification

6 bef ore we nove on, since we are tal king about

7 nmovi ng exhi bits.

8 Exhibits 1 and 4, and 63 through 114 on the

9 CEL, those have already been noved into the record?
10 MR, SANDY: Yes, that is ny understanding, M.
11 Chai rman. Those were addressed this norning in the
12 prelimnary matters, and it's ny understandi ng they
13 were noved into the record.

14 MR, PONCE: | just wanted to doubl e check.

15 Thank you.

16 MR. SANDY: Yes, sir.

17 CHAI RMAN LA ROSA:  Yes.

18 Al right. So we are good?

19 M. Friedman, you are recogni zed to introduce

20 your Wi tness.

21 MR, FRI EDMAN:. Thank you.

22 \Wer eupon,
23 DANTE M DeSTEFANO
24 was called as a witness, having been previously duly

25 sworn to speak the truth, the whole truth, and nothing
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1 but the truth, was exam ned and testified as foll ows:
2 EXAM NATI ON

3 BY MR FRI EDVAN:

4 Q M. DeStefano, would you pl ease state your

5 nane state your business address?

6 A Yeah. Dante DeStefano, 500 W Monroe Street,
7 Suite 3600, Chicago, Illinois, 60661
8 Q And, M. DeStefano, did you prefile direct

9 testinony in this case?
10 A Yes.
11 Q If | were to ask you the questions in your

12 testinony, would your responses be the sane?

13 A Yes.

14 Q Did you also prefile any exhibits?

15 A Yes. DVMD-1 through DVD- 5.

16 Q Thank you.

17 MR. FRIEDMAN. | would like to ask that M.

18 DeStefano's testinony be inserted into the record
19 as though read.

20 CHAI RMAN LA ROCSA: Al right. Show the record
21 to reflect that.

22 MR, FRI EDMAN:  Thank you.

23 (Wher eupon, prefiled direct testinony of Dante

24 M DeStefano was inserted.)

25
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BACKGROUND

Please state your, name, profession, and business address.

My name is Dante M. Destefano, and I am Director of Regulatory Affairs for Nexus Water
Group, Inc. (“NWG”), a holding company that indirectly controls Sunshine Water Services
Company (“SWS” or “Company”). My business address is 500 W. Monroe Street, Suite
3600, Chicago, Illinois 60661-3779.

State briefly your educational background and experience.

I have been employed by NWG since October 2018. I graduated from Rutgers University
with a Major in Accounting and am a Certified Public Accountant in the State of New Jersey.
Prior to joining NWG, I was employed by American Water for 10 years - first as a Senior
Accountant in the Accounting Department for two years, then in the Rates and Regulatory
Department for eight years. During my last eight years with American Water, my duties
consisted of preparing and assisting in regulatory filings and related activities for the Eastern
Division. My responsibilities included preparing work papers and exhibits, providing
testimony in support of rate applications and other regulatory filings, and addressing rate and
tariff related matters. I also assisted with preparation of multi-year budgets and other budget
modeling responsibilities.

Have you previously testified before any public utility commissions?

Yes. I have provided testimony before regulatory Commissions in New Jersey, New York,
North Carolina, Kentucky, Tennessee, and South Carolina.

What is the purpose of your direct testimony?

The purpose of my direct testimony is 1) to sponsor the billing analysis, allocation schedules,
the Water Services Corporation (“WSC”) Operating Agreement, and Corix Infrastructure
Inc. (“CII’) Cost Allocation (“CAM”) Manual, 2) provide explanation for various pro-forma

adjustments, 3) explain the cost allocation process for the Test Year, and 4) describe and

C1-3
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Cl-4
support certain customer initiatives and proposed tariff changes.
Are you sponsoring any exhibits?
Yes, I am sponsoring several exhibits:
e Exhibit DMD-1 is the Corix Infrastructure Inc. CAM Manual (filed confidentially —
redacted copy attached).
e Exhibit DMD-2 is the cost detail supporting the Meter Installation Fee tariff change
for the Company’s Water Sheet 19.0.
e Exhibit DMD-3 is the Schedule E-14 billing analysis, which is being filed
simultaneously in the Docket as required by Commission Rules.
e Exhibit DMD-4 are the allocation schedules required by Commission Rule 25-
30.436(4)(h), which is being filed in the Application as required by Commission
Rules which is being filed simultaneously in the Docket.
e Exhibit DMD-5 is the WSC Operating Agreement required by Commission Rule 25-
30.436(4)(h), which is being filed in the Application as required by Commission
Rules which is being filed simultaneously in the Docket.
Were these Exhibits prepared by you or your staff under your supervision and control?
Yes, they were, except for the WSC Operating Agreement and the CAM Manual, which are
business records of Sunshine Water Services (formerly Utilities, Inc. of Florida).

TEST YEAR AND PRO-FORMA ADJUSTMENTS

What is the Test Year authorized to be used for this proceeding?

The Company submitted its Test Year letter request on April 19, 2024 (“TY Letter”),
receiving approval by the Commission on May 6, 2024. The TY Letter stated the Company's
utilization of a Calendar Year 2023 Historic Test Year in this rate case filing. As
contemplated by FAC 25-30.430(2)(c), the Company proposes several pro-forma

adjustments to the results of the Historic Test Year, as described in Company Witness
Cl-4
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Swain's direct testimony and later in my direct testimony.
Please explain the Company's approach to its pro-forma salary & wages, payroll taxes,
and benefits expense adjustments.
The Company gathered a list of the payroll and benefits data for its staff in the Test Year and
updated the employee listing for those filled and vacant positions at the time of this filing,
populating the relevant salary, health benefit elections and costs, and applicable payroll tax
rates as of the filing of this rate case. The Company added other wages such as overtime,
on-call, holiday, and call out pay at the level experienced in the Test Year by that employee
position. These pro-forma costs were compared to the Test Year results to compute the pro-
forma adjustments for NARUC accounts 601/701, 604/704, and 408.
Please explain the Company's computation of pro-forma Insurance Expense.
The Company adjusted the Test Year for known changes in costs for insurance policy
premiums that became known or effective during or after the Test Year. SWS identified the
annualized policy premiums and calculated the portion allocable to SWS, depending on the
entities supported by and method of direct assignment of costs for each policy, which
supports a $75,055 pro-forma adjustment across NARUC accounts 756 to 759 and $97,358
across NARUC accounts 656 to 659.
Please explain the Company's computation of pro-forma Sludge Hauling Expense.
The Company adjusted the Test Year for known changes in costs from a sludge hauling
vendor. SWS recalculated the Test Year’s invoiced activity from the vendor at the new rates
(effective in 2024), which supports a $27,388 pro-forma adjustment to NARUC account 711.
Please explain the Company's computation of pro-forma Sewer Rodding Expense.
The Company adjusted the Test Year for known changes in costs from a sewer rodding
vendor. SWS recalculated the Test Year’s invoiced activity from the vendor at the new rates

(effective in 2024), which supports a $9,071 pro-forma adjustment to NARUC account 775.

C1-5
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Please explain the Company's computation of pro-forma Purchased Sewer Treatment
Expense.
The Company identified that the Test Year flows for its purchased sewer treatment vendor
for its Sandalhaven system, Englewood Water District (“EWD”), were not representative of
ongoing expected flows based on the water metered activity of SWS customers in the system.
The Company then averaged its last two years of Sandalhaven flows before the impacts of
Hurricane Ian were felt in September 2022 (2020-21), and adjusted the Test Year flows to
this average, priced out at EWD’s current purchased sewer treatment rate. The resulting Test
Year adjustment of $245,389 was made to NARUC account 710.
Please explain the Company's computation of pro-forma cellular service costs related
to the AMI pro-forma project, which adjusts Miscellaneous Expense.
The Company adjusted the Test Year to account for the annual cellular service and
subscription costs from the AMI vendor. SWS calculated the costs based on recent invoiced
activity from the vendor times the number of estimated affected meters in the AMI project,
which supports a $45,080 pro-forma adjustment to NARUC account 675.
Please describe how allocated costs were recorded for the Test Year.
SWS is supported by WSC for its support services functions and the related costs. SWS’s
ultimate parent for the Test Year, CII, provided support and corporate services to and through
WSC that supported SWS’s Test Year operations. As detailed in the CAM Manual, CII and
WSC costs were combined and processed through a two-tier allocation, with the WSC
allocation by Equivalent Residential Connection (“ERC”) as the second and final tier for
SWS. These costs are recorded in NARUC accounts 634/734 in the Test Year books for
SWS.
For certain regional employees who provided support for SWS operations in the Test Year,

they costs were also allocated to SWS based on ERCs for the business units supported by the

C1-6
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employee for the services provided. These costs were recorded in the applicable NARUC
account for the costs being allocated, such as Salaries (601/701), Benefits (604/704) and so
on.

How has the Company reflected pro-forma Corporate and Support Services costs in
the proposed revenue requirement?

The Company compiled the Test Year gross CII and WSC costs to provide various Corporate
and Support Services and allocated the costs through the Tier 1 and Tier 2 allocations, using
the most current allocators for each tier as of the end of the Test Year, consistent with the
CAM Manual process. The Company removed certain costs from the Test Year gross
amounts to be allocated, such as Corporate Development and Business Development costs.
The Company compared the resulting pro-forma Corporate and Support Services expenses
to the Test Year book amounts and identified decreases of $92,462 for NARUC account 634
and $85,968 for NARUC account 734.

CUSTOMER INITIATIVES AND TARIFF CHANGES

Please explain the company’s current options for customers to pay their water or sewer
bill.

Customers can currently make payments using a variety of methods, such as paper check, e-
check, debit card, or credit card. Electronic payment methods can be processed via the
Company’s mobile app and web pay portal, MyUtilityAccount, and can be used for auto-pay
setup. Customers can also trigger payments through their bank account (auto-draft) or
initiate payment over the phone with the Company’s Customer Experience team.

Despite this array of payment options, not all methods are free from payment processing, or
transaction, fees. Customers who pay over the phone, through the web portal or app, or auto-
pay via debit/credit card or e-check are charged a fee based on the payment amount, customer

classification (residential, non-residential), and payment method (e-check, credit card, debit

C1l-7
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card). These fees are charged to customers at the point of transaction by the Company’s

third-party vendor, First Billing Services (“FBS”). None of the fees or transaction data is

managed or maintained within the Company’s billing system.

Q. Please describe the company’s proposal for addressing third-party payment processing
fees.
A. In recent years, customers have become more comfortable with making electronic payments

and eschewing paper checks. With the rise of online shopping, partially driven by necessity
due to COVID-19 restrictions, customers are opting for the simplicity and convenience of
electronic payments. In 2018, the number of check payments fell below the number of
automated clearing house (“ACH”) debit transfers for the first time ever.> Customers have a
growing expectation for fee-free electronic transactions. Consumer advocates also have long
urged utilities and their regulators to remove burdensome processing fees for customers.’
The Company believes it is appropriate to offer fully fee-free payment options for its
customers, recovering the costs to process payments from all customers through its cost of
service, as is currently done for existing fee-free methods such as checks.* Removing these
transaction fees provides additional flexibility to customers to choose the most effective
payment option for their situation.

Q. Please explain how fee-free payment options would benefit customers.

A. Removing transaction fees from all payment methods would lead to increased customer
satisfaction. Customers would be able to freely select the best method of payment for their
particular situation, without a penalty for selecting the most convenient option. Customers

would be better able to take advantage of incentives such as rewards points or cashback with

1 https://www.digitalcommerce360.com/2021/02/15/ecommerce-during-coronavirus-pandemic-in-charts
2 https://www.federalreserve.gov/newsevents/pressreleases/files/2019-payments-study-20191219.pdf
3 https://www.nasuca.org/2012-07-urging-utilities-to-eliminate-convenience-fees-for-paying-utility-bills-
with-debit-and-credit-cards-and-urging-appropriate-state-regulatory-oversight/

4 It should be noted that payment by paper check is not necessarily fee-free, due to postage and
mailing costs borne by the customer. C1-8
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their credit card provider, automate their monthly payments to better manage their home
budget and avoid payment delays, leverage security features and protections provided by
their bank, and to circumvent a lack of checking or savings account.’.

Q. How would the Company account for transaction fees not charged directly to
customers?

A. The Company proposes that FBS directly bill the Company for the transaction fees it would
otherwise directly charge to customers. FBS would generate a monthly invoice based on the
same billing structure used currently for customer payments, shown in Figure 1 below. These
invoiced transaction fees would be included as a billing expense within the Company’s cost
of service and recovered in rates from all customers.

Figure 1: FBS Transaction Fee Schedule

Residential Accounts:

= Echeck, Debit/Credit $0- §75 = $1.99 fee
= Echeck, Debit/Credit $75.01 - 5,000 = §2.25 fee

Non-Residential Accounts:

= Debit/Credit $1.00 - 5,000 = 2.45% fee
= E-Check -$2.25

+ Auto Payments

= Credit/Debit = reference fee structure listed above
= Echeck = $0.99 fee

Q. Please explain why it is reasonable for the company to include the cost of transaction
fees in its cost of service.
A. The Company expects a change to fee-free payments will provide overall benefits to both its

customers and the Company’s administrative and operating practices. Providing customers

5 https://www.fdic.gov/news/press-releases/2018/pr18077.html C1-9
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with better options for paying their bill can remove a disincentive to make a payment,
improve the adoption of electronic and paperless billing practices, and otherwise lower the
need for calls and contacts with the Customer Experience team. Minimizing billing or
payment-related calls as well as collections actions can allow the Company to better manage
its administrative resources and control its operating costs.

Have other affiliates of SWS adopted this practice and received recovery of the costs in
their revenue requirements?

Yes. SWS affiliates in Texas and North Carolina have adopted this practice and receive
recovery of the third-party processing fees in their revenue requirements.

What amount of third-party transaction fees is the Company including in its cost of
service in the current proceeding?

SWS is requesting recovery of $386,919 of payment processing fees in its revenue
requirement. This amount was calculated based on the payment activity identified for SWS
customers in the Test Year, using the fee schedule in Figure 1 above. This amount was
included as a pro-forma adjustment across NARUC accounts 636/736.
Is the Company proposing changes to miscellaneous charges or fees?
Yes, the Company proposes to update its meter install fees on water tariff sheet 19.0 in order
to reflect current costs for meters and labor related to these activities. The fee is derived "at
cost", and includes the cost of the meter, cellular connector, meter box, dual check valve,
couplings, and labor for the installation. Exhibit DMD-2 presents the components of the
proposed tariff meter installation rate of $591.83 for a 5/8” meter, as well as the calculations
for larger meters where the fee is also based on the actual cost.
Does that conclude your direct testimony?

Yes. However, I reserve the right to update or amend this testimony should additional

information become available in the future.

C1-10
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1 BY MR FRI EDVAN:

2 Q M. DeStefano, do you have a short sunmmary?
3 A Yes, | do.

4 Q Thank you.

5 A The purpose of ny direct testinony is to

6 present information and exhibits supporting the original
7 mnimumfiling requirenents, or MFRs, and ot her

8 Conmmission filing requirenents included in -- including
9 the Water Service Corporation, or W5C, affiliate

10 operating agreenment as DVD-5; the Corix Infrastructure,
11 Inc., ClI, cost allocation manual, or CAM as Exhi bit

12 DVD-1; MFR Schedule E-14, or the billing analysis, as
13 Exhibit DVD-3; the cost allocation schedules as Exhibit
14 DVD- 4.

15 My direct testinony further supports the MFRs
16 by explaining several proforma sense adjustnents,

17 including salary and wages, benefits, payroll taxes,

18 insurance, sledge hauling, sewer rotting, purchased

19 sewer treatnent, AM neter cellular service and

20 corporate support services. M testinony explains the
21  process of allocating cost to the utility at both the
22 corporate and regional |evels.

23 My direct testinony confirns the test year can
24 Dbe used in this proceeding -- to be used in this

25 proceeding as cal endar year 2023. M direct testinony

premier-reporting.com
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1 also describes and supports certain customer initiatives
2 and tariff changes.

3 My testinony supports the proposal of

4 transitioning fromthe custoner to the utility the

5 paynent processing fees for paynents to a third party

6 vendor. | note that especially since the COVID

7 pandem c, custoners expect to not bear these fees at the
8 point of paynent. | explain that by transitioning these
9 fees to the utility, custonmers will benefit and increase
10 their flexibility to select the paynent option that

11 neets their needs, especially for those who have limted
12 ability to use other avail able paynent options, and it's
13 consistent with the consuner association's push to

14 renove the burden of these fees to custoners. | explain
15 that transition would be consistent with how ot her

16  paynent processing costs, such as paper checks, are

17 handl ed currently.

18 My testinony al so proposes and supports a

19 change the neter installation charges as supported by
20 sponsored Exhibit DVD- 2. These sponsored exhibits were
21  prepared by nme or under ny recollection, except the CAM
22 and WSC agreenent, which are business records of the
23 utility.
24 Thank you.

25 MR. FRIEDVAN: We tender himfor

premier-reporting.com
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1 Cr oss-exam nati on.

2 CHAI RMAN LA RCSA: OPC.
3 MR, WATROUS: Thank you, M. Chairman.
4 EXAM NATI ON

5 BY MR WATROUS:

6 Q Good nor ni ng.
7 A Good nor ni ng.
8 Q | will go ahead and junp right on into

9 questions.

10 So you sponsored discovery in this case

11 relating to plant additions and capital spending?

12 A | believe so. \Wich one are you referring to?
13 Q Vell, I wll ask a second question just to

14 establish, and then | will get to what | amreferring

15 to.

16 You have al so answered staff auditors'

17 questions relating to plant additions as well?

18 A | believe that's correct, yes.
19 Q kay. | amgoing to district the attention to
20 Interrogatory 42. | can show your affidavit which woul d

21  be own E28626.

22 A Ckay.

23 Q Scroll down a little bit. Yeah. And can you
24 see that you are responsible for No. 427

25 A Yes.

premier-reporting.com
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Q Ckay. Thank you.
And now | would like to scroll to 28622 -- or
E28622. |If you please go down to 44 -- or 42. R ght
t here. Yeah.
And so with that, to confirm this question
was asking you for the total aggregate spend and

budget ed plant on an annual basis, is that correct?

A Just allow nme a nonment to catch up on that.
kay, | see the question and response.
Q kay. And now can we scroll down just one

page? Can you see this all right?
Yes.
Q Ckay. Wonderful .
And so to confirm again, this is the tota
aggregate spend in budgeted plant on an annual basis?
A Yes, that's what this represents.
Q Okay. And there is pre and post consolidation
in here as wel | ?
A If you are referring to the consolidated rate
case in 2016, then yes.
Q Yes. And those consolidated rates went into
effect in 20177
A That's correct.
Q Ckay. And 2023 is the test year Sunshine is

asking the Conm ssion to base rates on?

premier-reporting.com
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A 2023 is the test year in this case, correct.
Q Ckay. And subject to check, the 2023 test
year is the highest capital spend by over $16.9 nmllion?
MR, FRIEDVAN:  (Objection. Any question that
has subject to check is inappropriate, because if
this witness goes back and checks tonorrow, there
Is no way for himto correct what was said. Ask a
question to the best of sonebody's know edge, and
they will answer yes or no. Subject to check is
not an appropriate question.
Thank you.
CHAl RVAN LA RCSA:  Staff?
M5. HELTON: | tend for agree wwth M.
Fri edman, M. Chairman.
CHAl RVAN LA RCSA: (kay. Sust ai ned.
BY MR WATROUS:
Q Ckay. Well, then | wll ask this way: The
2023 test year is the highest capital spend by over
$16.9 million?
A | would have to calculate it out, but | see
2023 as about $40.1 million in spend.
Q Ckay. Thank you.
| would like to swtch to your AM neter
i nstallation charges. Currently, the five-eighths by

three-fourths nmeter installation charges are $201. 217

premier-reporting.com
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A Al ow me a second to get to that schedul e.

Q Ckay. | believe we can also bring you to MFR
E- 10, which would be J146 in the overall

A kay. | see that schedul e.

Q And the conpany is proposing the five by eight

by three-quarter neter installation charges to junp up

to $591. 837
A Yes. | amnot sure when the current charge
was established. | believe it was nmany years ago. And

there is nultiple reasons that that nunber is outdated,
and we are proposing a change.

Q Ckay. And part of the reason being is the
i nstallation of AM neters?

A W would -- we have included the cost of an
AM neter into the total calculation, but there is other
novi ng parts, increases in conponents of the nmeter as
wel | as | abor costs.

Q kay. So if the advanced neter infrastructure
project is disallowed, the $591 that you have requested
woul d be decreased?

A Potentially, but I amnot sure by how much --
how nuch the ot her pieces of that nunber would nove, if
any.

Q Ckay. Thank you.

| would like to swwtch to the fee-free paynent

premier-reporting.com
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1 plan now Are you famliar with the cost causer

2 principle?

3 A Yes.

4 Q And you woul d agree that the cost causer

5 principle is the custonmers who cause costs to the system
6 should pay for those costs?

7 A That's the general principle, but in practice,
8 there is few places to ny know edge that it actually

9 plays out that way.

10 As you nentioned, in 2016 we filed a

11 consolidated rate case and consol i dated our rates across
12 our systens. So we have -- the idea of, say, single

13 tariff rates, or consolidated rates, would kind of

14  override that principle because of the benefits that it

15  provi des.

16 Q kay. And with this fee-free paynent plan,

17 there are still multiple paynent options, correct?

18 A The conmpany i s not expecting to change any of
19 its paynent options it offers to custoners.

20 Q kay. And sone of those have fees?

21 A Sonme of those have fees up front to custoners.

22 Al of those paynent options have fees that the conpany
23 pays to process the paynents to varying degrees.
24 Q Ckay. But there are sone wthout those

25 transacti on fees?

premier-reporting.com
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1 A Up front to customers, that's true.

2 Q Ckay. And this fee-free plan socializes

3 paynent transaction fees across all custoners?

4 A VWhat it does is it treats the costs the sane
5 as all of our other paynent processing nethods that are
6 available to custoners, |ike paper checks, auto

7 paynents, direct paynents from banks, and things |ike

8 that. So the cost to do the paynent processing, which,
9 in all those other nethods, is borne by the conpany.

10 This would be treated the sanme way.

11 Q Okay. And can you pl ease answer with a yes or
12 no? The conpany is proposing to spread the transaction
13 fees out anongst all custoners?

14 A Correct. Just as it does with its other

15 paynent processing nethods.

16 Q And that's regardl ess of how the custoner

17 chose to pay?

18 A | amsorry, | amnot follow ng the question.

19 Can you rephrase that?

20 Q kay. So there are sonme paynent options that
21  incur a charge to the custoner initially?

22 A Correct.

23 Q There are sone that do not cause the custoner

24 a charge initially?

25 A Currently, yes.

premier-reporting.com
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1 Q kay. And that's regardl ess how they chose to
2 pay, the fees wll be spread out anongst all the

3 custoners?

4 A In -- if you are saying in the future state

5 where these costs are included, or paid by the conpany,
6 then, yes, all those costs would be borne by the

7 conpany.

8 Q And you woul d collect that fromthe

9 ratepayers, correct?

10 A It would be collected across all the

11  ratepayers, yes.

12 Q Ckay. And if the Comm ssion were to deny this
13 socialization, or fee-free paynent plan, it would reduce
14 the conpany's requested proform expense by at | east

15  $300, 000?

16 A | believe the nunber we had in the case was

17 386, 000, approxi mately.

18 Q Ckay. Thank you.

19 | now want to talk to you about the directors
20 and officers liability insurance.

21 The directors and officers liability insurance
22 was placed in NARUC account 659, is that right?

23 A | believe that's, yeah, other insurance

24 policies. So that's where it would be put.

25 Q Okay. And just to be clear, Nexus is the

premier-reporting.com
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ulti mate parent conpany?

A That's correct.

Q And Nexus has no public sharehol ders?
A Correct.

Q Nexus does have private investors?

A That's ny understandi ng, yes.

Q Okay. And then directors and officers
liability insurance protects the directors and officers
personal assets as well?

A In part, yes, | believe that's true.

Q And it protects the conpany overall?

A It protects the conpany as, say, a naned
claimant or defendant in a claim for exanple.

Q And the directors and officers liability
I nsurance is managed at the Nexus |evel ?

A Yes, all -- virtually all the insurance
policies are nmanaged across the Nexus busi ness, yes.

Q kay. And then direct assigned sone of those
costs to each subsidiary?

A Yeah, they get pushed down to the subsidiaries
as a direct charge. Correct.

Q kay. And Sunshine is asking for the Florida
rat epayers to pay for the entirety of the allocated
shar e?

A We have, | believe, a proforma adjustnent in

premier-reporting.com
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1 B-3 that adjusts to the proforma anount, |ike kind of

2 the nost current annualized anmount that we had at the

3 time of filing is included in the case.

4 Q Ckay. And you are asking for the custoners to
5 pay that share that you have put in that anount?

6 A That anmount is included in our revenue

7 requirenent, correct.

8 Q kay. And directors and officers insurance

9 can help investors by reinbursing the conmpany from | egal
10 defense costs?

11 A It provides protection for defense costs that
12 mght be incurred in certain proceedi ngs, yes.

13 Q And it can help by reinbursing the conpany's

14 settlenments fromclains nade agai nst the conpany?

15 A | am not sure about that.
16 Q Ckay. And the directors and officers
17 insurance the conpany is requesting to cover, it does

18 cover crime, correct?

19 A | believe there is a corollary or suppl enent al
20 piece of the policy that addresses crine, |like theft and
21  fraud. Those kind of things.

22 Q Ckay. Does that include environnental crinmes

23 as well?

24 A | am not awar e.

25 Q Thank you. One nonent, please.

premier-reporting.com
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1 Can we pl ease go back to the naster nunber

2 E28623? Do you see that?

3 A Yes.

4 Q And for the -- if we can slide over to the
5 2023 year.

6 Has the 2023 anount al ready been spent?

7 A The anount here woul d have been based on our

8 actual spend that we tracked for the year, yes.

9 MR, WATROUS: Ckay. Thank you. No nore
10 guesti ons.

11 CHAI RMAN LA ROSA:  Thank you.

12 Let's go to staff.

13 EXAM NATI ON

14 BY MR SANDY:

15 Q Good norning, sir.
16 A Good nor ni ng.
17 Q | have got sone clarifications questions --

18 sone clarification questions for you.
19 Were you here earlier when Ms. Swain was on

20 the w tness stand?

21 A Yes.
22 Q Ckay. You heard her nention that there were
23 sone netering issues, | believe she referred to. Do you

24 recall that?

25 A For the EWD i nterconnect?

premier-reporting.com
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1 Q Yes, sir.

2 A Correct.

3 Q kay. You are famliar with those netering
4 issues?

5 A Not significantly nore than maybe Ms. Swain.
6 So the -- ny understanding of that -- ny

7 recollection, | should say, of that adjustnent is that

8 that systemwas significantly inpacted by Hurricane |an
9 at the end of 2022, | think it was around Septenber of
10 '22, which significantly changed the consunption

11 patterns in that system and that trickled into our 2023

12 inpacts. There were still issues to the systemthat
13 were being addressed at our -- or excuse ne, iIssues or
14 inpacts to custoners in that systemthat trickled into
15  2023.

16 So based on those potential -- that potentia

17 noise in the data, so to speak, we | ooked back at the

18 prior years before the stormand used that as the basis
19 for the profornma adjustnent.

20 Q If I could -- if you will hunor nme, what do

21  you nmean when you say that it changed the consunption

22 patterns after the stornf

23 A | amtrying to recollect. | had conversations
24 with our operations teamto understand what the inpacts

25 to the systemwere. M recollection is that there were

premier-reporting.com
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some custoners that were displayed that had to be

di sconnected, so we kind of |ost active custoner count
for a stretch after the storm And that woul d have, you
know, all else equal, would have affected our fl ow
patterns in that system

Q kay. For what it's worth, is that why the
utility relied on the 2020 and 2021 information for
rendering its record? In other words, are 2020 to 2021,
| guess, nore representative of that area in usage as
opposed to 2023? | amjust trying to understand what
the difference is.

A Sure. Yeah. So, yeah, when there is a storm
event like that, or there is significant inpacts, we
definitely may try to understand if the resulting flows
that we see, the data that we see is representative, as
you are saying, for kind of a normal period, a
year-to-year period.

We think that the 2020 and '21 flows were nore
consistent with years prior it that, first of all. And
that '22 and ' 23 appeared to be aberrations, so we went
back to '20 and ' 21.

Q Si nce 2023, have the custoners whom you
referenced as | ost or were disconnected, are they now
reconnect ed?

A | am not sure exactly. | believe sone -- at
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is | east sone have, but | amnot sure it's fully back up
to speed yet, but | amnot close to that operational
I nf ormati on.
MR, SANDY: (Okay. No further questions,
M. Chair.
CHAI RMAN LA ROSA: Great. Thank you.
Conmm ssi oners, are there any questions of the
Wi t ness?
Seeing none, wll send it back to the conpany
for redirect.
MR, FRI EDMAN.  Thank you, M. Chairman.
FURTHER EXAM NATI ON
BY MR FRI EDVAN:
Do sone custoners get bills electronically?
Yes, a good portion of custoners do.
And sone custoners get bills by paper bills?

Correct.

o » O » O

Does it cost nore for the conpany to send
paper bills than it does to send electronic bills?

A Yes. There is printing and mailing costs,
post age costs for the conpany to send paper bills, and
paper notices and all simlar docunents.

Q Does the conpany have a separate charge that
It adds on to the people who cause that extra expense of

having to send a paper bill?
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1 A No. It's just, as | nentioned before, that

N

kind of rolls into our nornmal cost of service, and the

3 cost is spread across all custoners.

4 MR FRIEDVAN. That's all | have. Thank you.

5 CHAI RVAN LA RCSA: Geat. Thank you.

6 Do we need to nove --

7 MR. FRI EDVAN:  Yes.

8 CHAI RVAN LA ROSA:  Yes.

9 MR. FRI EDMAN:  That woul d be exhibits, on the
10 CEL -- it's Exhibits DVMD-1, 2, 3, 4 and 5. On the
11 CEL, those would be 5, 6, 7, 8 and 9.

12 CHAI RVAN LA RCSA: Geat. Al right.

13 MR. FRIEDMAN: | woul d nove those into

14 evi dence.

15 CHAI RVAN LA ROSA:  Show them noved into the
16 record.

17 MR. PONCE: No objection.

18 CHAI RMAN LA ROSA: No objection. Show those
19 noved into the record.

20 (Wher eupon, Exhibit Nos. 5-9 were received

21 into evidence.)

22 CHAI RVAN LA RCSA: Al right. Sir, well, you
23 are released for the tinme being.

24 Sunshine, I wll throwit back to you for your
25 next w tness.
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MR. FRIEDVMAN. | apol ogize. | junped the gun
when | put M. Seidman's testinony in. | just

realized it. He is supposed to cone now instead of

when | did himearlier, so...

CHAI RMAN LA ROSA:  Now you know why | was

| ooki ng at you kind of weird,

MR. FRI EDVMAN. | apol ogi ze.

CHAI RMAN LA ROSA: Al good. W are on track,

SO NO WOrri es.

MR. FRI EDMAN: Thank you.

MR. VWHARTON: The conpany would call M. Sean

Twoney to the stand.

CHAl RVAN LA RCSA: M. Twoney, when you are

settled, you are recogni zed.
THE W TNESS: Thank you.
Wher eupon,

SEAN TWOMVEY

was called as a witness, having been previously duly
sworn to speak the truth, the whole truth, and nothing

but the truth, was exam ned and testified as foll ows:

EXAM NATI ON

BY MR VHARTON:

Q M. Twoney, would you state your full nane and

busi ness address for the record?

A Sean Twoney, 200 Weat hersfield Avenue,

right?

Premier Reporting (850) 894-0828

premier-reporting.com
Reported by: Debbie Krick



136

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Al tanmonte Springs, Florida, 32779.

Q What's your position with the conpany?

A Seni or Vi ce-President.

Q Did you cause prefiled direct testinony to be
filed in this case?

A Yes.

Q And if | were to ask you the questions in your
prefiled testinony, would your answers be the sanme?

A Yes.

Q Do you have a correction to that prefiled
testi nony?

A Yes. | have one correction.

Q Wiy don't you go ahead and nake that?

A The rul e referenced on page two, line 15 in ny
direct testinony should be 25-30.437(3).

Q And does that conplete your corrections or
nmodi fi cati ons?

A Yes.

MR. WHARTON: | would ask that the witness's
testinony be inserted into the record as though
read with the correction duly noted.

CHAI RMAN LA ROSA: Let the record reflect
t hat .

(Whereupon, prefiled direct testinony of Sean

Twoney was inserted.)
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Debbie Krick C5-750
BACKGROUND

Please state your, name, profession, and business address.
My name is Sean Twomey. My present position is Senior Vice President, Nexus Water Group
Inc., and I am President of Sunshine Water Services Company (“SWS” or “Company”’). My
business address is 200 Weathersfield Ave., Altamonte Springs, Florida, 32714.
State briefly your educational background and experience.
Please see Exhibit ST-01 Sean_ Twomey Resume.
Have you previously appeared and presented testimony before any regulatory bodies?
Yes, I have presented testimony in multiple dockets before the Nevada Public Utilities
Commission.
What is the purpose of your direct testimony?
The purpose of my direct testimony is to 1) summarize the drivers for and relief requested in
this rate application, 2) provide an overview of the Company’s operations and capital planning
process, 3) present documentation supporting the additional engineering information required
by Commission Rule 222 —_336,‘(.)4'4407, ?ts< ?)%oposed program to replace aging infrastructure, and the
many pro-forma capital projects including in the filing, 4) explain the Company’s staffing and
compensation changes since the last rate case, 5) detail the proposed customer initiatives and
tariff changes, and 6) note SWS’s proposal regarding its recent parent company merger.
Besides yourself, who else is sponsoring testimony and exhibits in SWS’s rate case
application?
The following witnesses for SWS are submitting direct testimony - as well as supporting
exhibits where applicable:

e Deborah D. Swain, Vice President of Milian, Swain & Associates, Inc. —

testimony is provided to present information supporting the financial basis for

SWS’s request to increase its rates and charges as presented in the Minimum

C5-750
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Filing Requirements, to provide supporting schedules to show the basis for

the requested rates and charges.

e Dante M. DeStefano, Director, Regulatory Affairs - testimony is provided to

1) to sponsor the billing analysis, allocation schedules, the Water Services

Corporation (“WSC”) Operating Agreement, and Corix Infrastructure Inc.

(“CII”) Cost Allocation (“CAM”) Manual, 2) provide explanation for various

pro-forma adjustments, 3) explain the cost allocation process for the Test

Year, and 4) describe and support certain customer initiatives and proposed

tariff changes.

e Frank Seidman, d/b/a Management and Regulatory Consultants - testimony is

provided to present the results of Used and Useful analyses of the individual

systems that make up SWS and to sponsor the Engineering Schedule Section

of the Minimum Filing Requirements, also known as the “F” Schedules.

e Steven M. Lubertozzi, Senior Vice President of Rates, Regulatory and

Legislative Affairs - testimony is provided to 1) address the status of the

merger of Corix Infrastructure (US) Inc.! (“Corix US”) and SW Merger

Acquisition Corp. (“SWMAC”, together, “Merger Parties”) (“Merger”); (2)

explain that neither the potential costs nor the benefits of the Merger have

been reflected in SWS’s proposed revenue requirement; (3) propose deferral

accounts to track benefits and costs to achieve those benefits related to the

Merger to allow net benefits to flow to customers.

RELIEF REQUESTED

Q. Why has SWS filed for rate relief at this time?

A. The Company strives to continue to provide safe and reliable water and wastewater service to

1 Corix US has, since Merger closing, been renamed Nexus Water Group Holdings, Inc.

Page 2 of 23
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its customers. The Company’s last rate case was filed on June 30, 2020 and effective in May
2021, and has filed for Index and Pass-Through Mechanism relief in the years since.
However, due to a variety of factors, the Company is not able to meet its ongoing operating
and capital investment needs at currently approved tariff rates. The Company has incurred
economic pressures with certain costs such as chemicals, insurance, and maintaining market-
competitive wages and health benefits. Most significantly, the Company is faced with
significant capital investment needs for its aging water and wastewater infrastructure, as well
as ever-increasing environmental and safety standards in operating its utility systems. As
discussed further later in my direct testimony, the Company is in the process of investing
approximately $56 million in its infrastructure to support its provision of safe and reliable
service, as part of its total investment of over $104 million since the end of 2021 (the end of
the pro-forma period in SWS’s last rate case).

In order to continue providing these essential utility services, the Company must have rates
that allow it to continue to provide adequate service. The Company cannot defer capital
investments, must continue to fairly compensate employees, and ensure its financial stability.
Without appropriate rate relief, the Company’s ability to continue to provide environmentally
safe, reliable, and efficient water and wastewater services to its customers and meet its
financial obligations will be adversely affected.

How is the pro-forma investment divided between Water and Wastewater?

It is expected just over 74% of the pro-forma investment will be spent on Water infrastructure
and the balance on Wastewater infrastructure.

What is the revenue requirement requested by the Company in this proceeding?

First, I will emphasize that the Company is not requesting to recover its full required revenue
requirement in this rate case. The schedules and exhibits provided with this filing support a

required revenue requirement of $28,096,232 for water service and $22,920,518 for

C5-752
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wastewater service. However, the Company is limiting the requested changes to water rates
to instead recover 19.9% above present rate revenues, which amounts to $27,481,702 in water
revenues, to reflect management’s discretion on its request for recovery.

The Company proposes an increase in total revenue requirements of $9,276,111 or 17.66%
over pro-forma present rate service revenues of $52,526,028, for a total revenue requirement
request of $61,802,139. This represents a $4,561,183 or 19.90 % increase in water revenue
over present rate revenue of $22,920,518, and an $4,714,928 or 15.93% increase in
wastewater revenues over present rate revenue of $29,605,510. Please see the direct testimony
of Company Witnesses Swain and DeStefano for more detail on the components of these
revenue requirement calculations.

COMPANY OPERATIONS & CAPITAL PLANNING

Can you describe SWS?

SWS’s head office is located in Altamonte Springs, Florida. The Company has 86 employees
that work in the State to provide potable water to over 35,000 customers and wastewater
service to over 30,000 customers.

SWS has 22 water systems of varying size and age, with the source water from SWS’s wells
for all but 3 systems, which rely on purchased potable water from third party providers.
Historically, treatment in all systems was minimal, but SWS is constructing a treatment
system at Pennbrooke to address high levels of Iron and Manganese. In addition, the Company
has started construction on a PFAS treatment facility in our Orangewood system. These
systems are capital intensive and will require increased operation oversight when they come
online in 2024.

The Company has eleven wastewater treatment plants of varying complexity, size, and age.
In addition, the Company has seven collection systems that send the wastewater to third

parties for treatment. Where possible, the Company continues to send treated effluent to

C5-753
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outside entities for reuse purposes, thus reducing the impact on the water basins within which

W€ SE€rve.

How does SWS maintain and manage its assets?

To maximize the useful lives and functionality of our assets, SWS follows a set of internal

preventative maintenance guidelines and our newly adopted Remove and Replace program

(“R&R”), which identifies assets at the end of useful life to prioritize for replacement. These

guidelines help to ensure the SWS systems remain in good operating condition and minimize

service disruption risks. In turn, SWS has adopted and continues annually scheduled

inspections and maintenance programs to meet all state and federal guidelines to deliver safe

and reliable drinking water and safe effluent disposal. Scheduled Inspections and Maintenance

Programs of capital assets are shown below in the Table 1.

Type of Equipment

Maintenance Program

Facility and Electrical Insp.

Annually

Towers / GSTs Internal and external inspection at 5-year intervals
Hydrant Inspection Exercise annually
Hydrant Painting Hydrants are painted as needed

Water Distribution Valves

Exercised triennially

Hydro-pneumatic tanks

Internal and external inspection at 5-year intervals

Sewage Collection System

10% of collections lines per year are cleaned, with
100% inspected and cleaned within 10 years

Lift Stations

Annual inspection and cleaning per checklist

Fats, Oils and Grease (FOG)

Annual inspection of facilities

Insp.
Backflow Prevention Annual inspection of devices
Wells and Intake Pump . .

: Annual inspection
Equipment

Water main Replacement

Based on break frequency, pressure problems, customer

complaints

Wastewater/Manholes Receiving manholes, receiving Flow from Force Mains
Water/Confined Space = annual inspection

PRVs Annually

Air Release Valves Annually

Chemical feed systems and
tanks

Chemical feed equipment is visually inspected for

and proper operation at each visit and as part of annual
facility inspections. Items are repaired or replaced as

needed

leaks

Standby Generators

Annually

Page 5 of 23
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| NDEP Facility Inspection | Triennial |

How has SWS planned for the replacement of assets that have exceeded or are

approaching the end of their service lives?

In 2023, SWS directed Kimley-Horn and Associates (K-H) to review and revise the 5-year

capital improvement plan that was initially developed in 2019. As it was in 2019, the purpose

of the plan is to identify infrastructure replacement projects that need to be accomplished

during the next five years. In conjunction with our internal Asset Management Plan (AMP),

this updated plan continues to guide the Company’s decisions on how and where to deploy

capital in order to maintain high quality service to our water and wastewater customers.

Several projects identified in that plan have been include in the pro-forma projects listed in

Exhibit ST-02 and details of the projects have been included in Exhibits ST-03 to ST-26.

CAPITAL PROJECTS

Can you describe some of the key projects included as Pro-Forma Projects in the

Company’s filing, to be placed in-service after the Test Year?

Yes. While SWS has included 24 projects in its pro-forma project list, it currently has three

large projects on-going which make up over 66% of the capital investment included in our

pro-forma capital projects request. Those three projects are:

1. Pennbrooke Water Treatment Plant and Storage Tank upgrades to treat iron and
manganese. Compliance project.

2. AMI Meter installation project to replace all meters with Advanced Meter Infrastructure-
capable meters and related equipment. Repair and Replace project.

3. Central Florida Expressway (CFX) Authority US 27 water and sewer infrastructure
relocation project. Third-party required project.

How many of your pro-forma projects were mandated by a State or Federal entity, such

as the CFX projects mentioned above?

C5-755
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SWS has included seven projects that fit that description. These projects make up over 21%
the total capital costs requested in our pro-forma projects.

Has the Company had to fund these projects?

Yes, due to the Right of Ways where our infrastructure resides, the Company is responsible
for relocating its infrastructure. Although not ideal, SWS has access to capital through our
parent company, resulting in non-interrupted service to our customers.

How many projects included in the Company’s pro-forma projects are compliance
related?

The Company has included six projects that are required to remain in compliance with an
external entity. Specifically:

1. ST-07 — Cross Creek Compliance Improvements

2. ST-13 - CR561 WTP Improvements

3. ST-18 — Wekiva EQ aeration improvements

4. ST-19 — Pennbrooke Iron and Manganese WTP upgrades

5. ST-22 — Sandalhaven Force Main Relocation

6. ST-24 — Orangewood PFAS Treatment

The Company continues to work with DEP and other entities to ensure we annually review
and address any current or future compliance issues.

How many projects are to repair and or replace aging infrastructure?

Of the pro-forma projects included, 10 of the 24 (41%) can be classified as Repair and or
Replace projects. The Company continues to identify areas of our system that are in need of
repair and proactively works to address these issues before they system starts to fail and
interrupts service to our customers.

Have you included any major projects that were not included in your Test Year Letter?

Yes, the Company has included a Ground Water Storage Tank project needed in Lake County.

C5-756
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The Company is close to being out of compliance with its Consumptive Use Permit (CUP)
and had to prioritize this project to 2024.

Have you omitted any major projects that were included in your Test Year Letter?
Yes, we omitted two large sewer projects that were included in our Test Year Letter,
specifically the Mid-County WWTP project estimated at approximately $29MM and the Lake
Groves WWTP Improvements estimated at $8.7MM.

Are you sponsoring any other exhibits?

Yes, I am sponsoring multiple exhibits. For each of Exhibits ST-02 through ST-26, I have
provided a brief description of the project scope, the justification for the project, the placed
in-service date for those projects that have been completed, the planned completion date for
those projects that are ongoing, and the total project expenditure. I have attached supporting
documentation to each exhibit in those instances where the documentation is currently
available.

Were you responsible for preparing MFR Volume III which consists of the additional
engineering information required by Commission Rule 25-30.440?

Yes. The information was compiled by me or by my staff under my direct supervision and
control.

Can you provide a description of each pro-forma capital project?

Yes, the following information describes the scope of each project, its estimated cost, the

actual or estimated placed in-service date, and the exhibits associated with each project.

- ST-03: Tierra Verde 13th Street Bridge FM Replacement:
Replacement of existing 13th Street SE 8-inch diameter force main. It will include a
subaqueous crossing under Mud Bayou in place of the existing aerial crossing along the

bridge. Cost $514,923.

C5-757
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- ST-04: Tierra Verde Madonna Bridge Line Relocation:

Replacement of an existing subaqueous force main crossing under Madonna Boulevard. The
force’s main replacement is required to accommodate the Pinellas County replacement of the
Madonna Boulevard Bridge. The existing force main crossing will be grout filled and
abandoned in place and replaced with another subaqueous crossing. Cost $503,709.

- ST-05: Cypress Lakes — VT SCADA 16 RTU Installations:

The scope of this project includes the installation of 16 Remote Terminal Units (RTU) with
solar panel back-up for battery. The RTU’s will replace existing system monitoring equipment
using 3G wireless communication SCADA systems that are obsolete. The existing vendor
(C&A) has offered no upgrade to the outdated systems. The C&A monitoring equipment was
replaced at SWS’s Orangewood, Lake Tarpon, Cypress Lakes, Labrador, and Lake Placid
systems to allow for continuous monitoring of critical assets. Cost $262,682.

- ST-06: Eagle Ridge Headworks Improvements:

The Eagle Ridge Wastewater Treatment Plant is undergoing a comprehensive upgrade to
enhance its operational efficiency and enable the plant to remain in compliance. The project
encompasses a series of critical improvements, starting with the bypass and subsequent
maintenance of the existing surge tank. This will be followed by the removal of the outdated
screen and the installation of a temporary bar screen to ensure continuous operation. A
significant aspect of this upgrade is the overhaul of the odor control system, which involves
the removal of the old system and the installation of a new, more effective solution along with
the necessary piping. Structural enhancements include bracing for the screen platform and
additional concrete pads to support new equipment. These upgrades are designed to not only
improve the plant's functionality but also to ensure it meets the latest standards in wastewater
treatment and environmental care. Cost $1,006,114.

- ST-07: Cross Creek Compliance Improvements:

C5-758
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The Cross Creek compliance improvements project represents a significant overhaul of the
wastewater treatment facility's effluent discharge system. The project encompasses the
installation of an electrically actuated butterfly valve, upgrades to electrical and control
systems, replacement of an aluminum flap gate with an inline check valve, alterations to
underground piping, the addition of a new effluent flow meter, and the integration of level
sensors into the ground storage tank. These enhancements will be integrated into the SCADA
system for improved operation and monitoring, concluding with an extensive start-up and
testing period to verify adherence to compliance standards. Cost $165,114.

- ST-08: Mid-County Riviera States LS, FM, and GM Crossing Removal:

The FDOT is currently in the process of completing its design to widen and construct fly-
overs along US Hwy 19N through the Mid-County Service Area located in Pinellas County,
FL. Based on the Pre-Phase III FDOT Utility Submittal Plans dated November 2019, the
proposed roadway improvements conflict with the existing 10-inch gravity main owned and
operated by Sunshine Water Services at the intersection of US Hwy 19N and Riviera States
entrance. The existing 10-inch diameter gravity main conveys flow in the service area east of
US-19, within the Riviera States Development, and discharges to the gravity system west of
US Hwy 19N. The first phase of this project consists of the installation of 1,300 linear feet of
8-inch PVC SDR 26 gravity sewer, installation of seven proposed manholes and all associated
restoration. The second phase consists of the rehabilitation of the existing Lift Station #4,
which includes replacement of pumps, valve vault, valve vault top slab, wet well top slab, wet
well piping, fitting, valves and lining of the existing wet well. Cost $2,138,069.

- ST-09: Mid-County Wilshire Manhole Replacement:

A section of the gravity system upstream of Lift Station #7 of the Mid-County sanitary sewer
collection system runs parallel to Curlew Creek. Over time, the creek bank has eroded and

exposed the cone and part of the riser of two brick manholes that were below ground when
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the structures were originally constructed. Cost $320,904.

- ST-10: LUSI Construction 2nd Lower Floridan Well:

Design, permit and construct a lower Floridan aquifer (LFA) well in the LUSI North system
on utility owned property adjacent to the Oranges subdivision where an existing upper
Floridan aquifer well is located. The existing well and three others in the area have a high
TTHM formation potential and are used only as backup wells to avoid Stage 2 DBP
exceedances. This method of operation decreases the available capacity needed to meet
current and projected demands for potable service. The LFA well will resolve the shortfall
and will assist in mitigating impacts to MFLs established by the water management district.
Cost $2,151,519.

- ST-11: LUSI CFX US 27 Sewer Relocates:

The Central Florida Expressway (CFX) has designed the CFX 516 toll road that will intersect
with US Hwy 27 in the LUSI South service area where an interchange with ramps will be
constructed. The Utility has an existing 12 sewer force main within the US Hwy 27 FDOT
right-of-way on the west and east sides, respectively, that traverse the limits of the project.
As a result, over 6,000 LF of force main will need to be relocated to avoid conflicts. This
project will include design, permitting, construction, engineering and inspection services.
SWSC must provide these realigned services prior to the Central Florida Expressway
Authority phased schedule so that SWSC does not disrupt the construction schedule and incur
financial penalties from the authority. Cost $4,474,320.

- ST-12: LUSI CFX US 27 Water Relocates:

The Central Florida Expressway (CFX) has designed the CFX 516 toll road that will intersect
with US Hwy 27 in the LUSI South service area where an interchange with ramps will be
constructed. The Utility has an existing 16” potable water main within the US Hwy 27 FDOT

right-of-way on the west and east sides, respectively, that traverse the limits of the project.
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As a result, over 3,000 LF of water main will need to be relocated to avoid conflicts. This
project will include design, permitting, construction, engineering and inspection services.
SWSC must provide these realigned services prior to the Central Florida Expressway
Authority phased schedule so that SWSC does not disrupt the construction schedule and incur
financial penalties from the authority. Cost $3,369,201.

- ST-13: LUSI CR561 WTP Upgrades:

The CR 561 Water Treatment Plant (WTP) is getting close to permitted capacity. This project
is designed to expand the capacity of the facility through the addition of a 750,000-gallon
ground storage tank, additional high service pumping, and associated electrical and site
improvements. The project will include the necessary engineering, permitting, bidding and
construction of the modifications to the CR561 WTP. Cost $1,882,650.

- ST-14: Weathersfield WTP Generator Replacement:

The Weathersfield system serves potable water to approximately 1,200 connections. The
existing emergency generator was originally installed in 1998 and has outlived its service life.
Design, permitting and construction will include upgrading the existing 208V service to a
standard 240V service that will be accompanied by a new service disconnect, automatic
transfer switch, controls and instrumentation and a new generator. The new generator will
provide an increased ability to assure continuity of service during a loss of commercial power.
Cost $1,285,148.

- ST-15: Weathersfield Hydro Tank Replacement:

The existing 10,000-gallon hydro pneumatic tank at the water treatment plant is 17 years old.
During the most recent 5-year FDEP required inspection, the tank failed to pass the minimum
steel shell thickness rendering the tank unsafe to operate. To ensure the safety of staff and the
general public as well as the operational condition of the water treatment plant, the tank is

scheduled to be replaced. Cost $102,201.
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- ST-16: Golden Hills WTP Generator Replacement:

The Golden Hills WTP provides potable water to approximately 531 connections and is a
standalone system. The existing propane gas emergency generator was originally installed in
1992 and has outlived its service life. Design, permitting and construction will include a new
service disconnect, automatic transfer switch, well control panels, PLC with a SCADA RTU,
controls and instrumentation and a new generator. The new generator will provide an
increased ability to assure continuity of service during a loss of commercial power. The
addition of a SCADA RTU will provide remote monitoring of the system and an improved
response time in the event of an emergency. Cost $740,055.

- ST-17: Sanlando F5 Force Main:

The Sanlando F-5 lift station receives wastewater discharges from the east side of the
Sanlando system, east of I-4, and The Springs subdivision, west of [-4. The wastewater is
then pumped through the F-5 force main, which conveys the flow to the Wekiva WWTF for
treatment. Approximately 40% of the Adjusted Average Daily Flow (AADF) treated at the
Wekiva Plant is pumped through the F-5 force main making this pipeline a critical asset in the
delivery of service. The existing force main is 12” in diameter and consists of class 200 PVC
pipe that is subjected to high pressures, elevating concerns around potential pipe failures
related to fatigue. The new force main will be 16” in diameter, which will lower the pipeline
pressures and be constructed of C-905, DR 25 PVC pipe commonly used in the industry today.
Cost $3,811,775.

- ST-18: Sanlando Wekiva EQ Aeration Improvements:

A new floating mixer has been installed in the EQ tank to improve the aeration process and to
mix the tank contents to prevent any accumulation of solids. The mixer is powered by a
portable generator that operates during the day while staff are present. A permanent power

source needs to be established to allow more flexibility in the number of hours that the mixer
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can operate. This project will provide for the supply and install of the floating mixer and
design and construction of the power source. Cost $139,854.

- ST-19: Pennbrooke Water Quality Improvements:

A water quality analysis report was completed to evaluate concerns with iron and hardness
levels at the Pennbrooke Water Treatment Plant. The analysis included a review of multiple
technologies to evaluate the most cost-effective option for removing these constituents in
response to customer complaints. This project is for the design and construction of the
modification of the Water Treatment Plant to replace the existing iron sequestration system
and install technology for iron and hardness removal. This design also includes the addition
of a high service pump station, two new ground storage tanks and a raw water well to meet
current regulatory requirements. Cost $9,488,944.

- ST-20: AMI Meter Installation Project:

SWS is currently in the process of upgrading its territory to an Advanced Metering
Infrastructure (AMI) metering system. AMI, also referred to as smart meters, is an integrated
system of meters and information systems that enables communication between meters and
utilities. Many utilities around the world in the gas, electricity, and water sectors are
implementing some form of AMI. The primary goal of the AMI system is to improve
communication between utilities and customers. A major motivation for using AMI is that it
promotes conservation, can improve emergency response, and brings valuable information
that allows the utility to respond faster to its service territory. As part of this program, SWS
is implementing a customer engagement portal. This enables customers to conveniently
access and monitor their water consumption data via a secure online portal. The portal makes
customers more aware of how and when they use water and provides insights into on-premises
leaks.

The project consists of replacing the existing water meters in the Florida water system with

C5-763
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Neptune cellular-based AMI water meters by locating and raising existing meter boxes,
replacing fittings and appurtenances as required to ensure proper fit and operation of the newly
installed cellular based AMI water meters. Cost $20,071,422.

- ST-21: Vactor Truck:

Purchase of a 2024 Kenworth tractor chassis and 2024 Vactor 2100i to be used in the
maintenance of the various collection systems, including lift stations: 1) Assist in locating
facilities using subsurface excavation capabilities, 2) Assist in the repair of water main and
force main breaks and clearing sewer gravity main blockages. Staffare readily able to respond
to an emergency that results in a lesser impact to property, assets and the environment. The
new vactor truck replaces a 2007 International that had outlived its service life as determined
through cost prohibitive repairs relative to the value of the vehicle. Cost $573,587.

- ST-22: Sandalhaven Force Main Relocation:

The scope of this project includes comprehensive engineering services, design, permitting,
and construction of a 4-inch High Density Polyethylene (HDPE) force main. The new sewer
force main will be 830-foot in length. Subsequently, the construction of four (4) new above-
grade ARV assemblies will take place, complete with a supporting slab and protective
chamber. Four (4) existing below-grade Air Release Valve assemblies will be removed as part
of the project. Cost $368,081.

- ST-23: Buena Vista Lane Water Main Relocation:

The water main adjustments/relocations are required to accommodate the Pasco County
paving and drainage improvements project (Project No. RSQ-ML-19-088). The existing water
main will be adjusted and/or relocated to avoid conflicts with the proposed infrastructure and
maintain a minimum cover of three feet. Cost $431,956.

- ST-24: Orangewood Remediation PFAS:

In 2020, SWS conducted statewide tests of their production wells to ascertain if these wells

C5-764
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contained concentrations of per- and poly-fluoroalkyl substances (PFAS). Upon testing these
wells, SWS discovered that six of the seven wells in the Orangewood Public Water System
(PWS) had PFAS concentrations greater than the 2016 United States Environmental
Protection Agency (USEPA) Health Advisory Level (HAL) of 70 parts per trillion (ppt). The
engineering report provided recommendations on alternate ways to treat drinking water for
the identified contaminants. In January of 2022, Kimley-Horn submitted a Treatability
Technical Memorandum (TTM) to SWS that outlined selective anion exchange (IX) as the
treatment technique to be employed at each of the existing well sites in this system. Well BV-
3 owned and operated by the Company was chosen as the first well where the full-scale pilot
is going to be installed. Work includes, but is not limited to, construction of two (2) ion
exchange resin vessels, ion exchange resin, one (1) well pump replacement including
wellhead modifications and column piping replacement, bag filter assembly, piping, fittings,
valves, instrumentation, concrete slab and support structures, variable frequency drives
(VFD), control panel upgrades, SCADA system, motor disconnects, conduit, and all
appurtenances necessary to make a complete working system. Cost $1,837,292.

- ST-25: Curlew Creek Lift Station Gravity Main Rehabilitation:

This project site is located at the outer edge of a bend in Curlew Creek. Currently, there is
extensive side bank erosion directly downstream from SWS’s sheet pile retaining wall, which
has exposed the Company’s gravity sewer main on the creek side. The engineer consultant
recommends constructing a new sheet pile retaining wall & concrete cap beam from 10'
upstream of the existing sheet pile retaining wall to 10" downstream of the Company’s next
downstream manhole. The existing sheet pile retaining wall & concrete cap beam should be
incorporated into the new sheet pile retaining wall & concrete cap beam. The new sheet pile
retaining wall that runs parallel with Curlew Creek should have upstream and downstream

end walls that turn well back into the existing side bank to prevent erosion at the upstream
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and downstream ends of the sheet pile retaining wall. Cost $645,480.

- ST-26: UIF Jansen Water Main Relocation

The water mains throughout the Jansen subdivision are located within the Seminole County
right-of-way. Seminole County has recently presented a plan to construct a sidewalk with a
gravity wall along Linneal Beach Road from Oranole Road to Playa Way. The County’s
construction project conflicts with the location of the Utility’s existing 4” AC water main on
the south side of Linneal Beach Road, which requires the relocation of the existing water main
to the north side and five water services over approximately 700LF. Design and construction
costs Cost $215,160.

Do the capital costs noted in Exhibits ST-03 through ST-26 include capitalized time and
interest incurred during construction?

Yes, interest that has accrued or will accrue on the capital used to construct each capital project
has been added, reflecting the cost of capital for the amount of capital required for each project
and the duration of the project’s construction period. Additionally, the estimated amount of
capitalized time spent by SWS employees in conjunction with each project has been added to
the project cost.

SWS STAFFING AND COMPENSATION

Please explain how SWS is staffed and changes in employees supporting SWS’s services
since its last rate case.

Since its last rate case, the Company has continued to evaluate the staff which supports SWS's
local operations. Separate from any parent company restructuring, SWS has recently adjusted
its personnel structure related to services such as finance, regulatory,
communications/external affairs, HSE, GIS, and project management. Since the Company’s
last rate filing in 2020, SWS has increased the Full Time Employee headcount by one. The

focus of the team continues to be on day-to-day operations and any changes are made with
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the delivery of safe and reliable services to our customers as our priority. A review in 2023
led to management refocusing our support/office team on community involvement and
communications, operations oversight, and capital deployment as we aim to allocate our
resources to areas that facilitate community engagement and support operational excellence.
This was achieved with same number of FTE’s on staff as at the start of 2023. Management
believes that the greater emphasis on operations oversight by senior personnel (e.g., two
Directors of Operations) will strengthen the depth, knowledge sharing, and communications
with the team in the field, as Field Operators will have more access to experienced operations
personnel.

Has SWS experienced issues with filling operations positions?

Yes, it is a constant struggle at SWS (and within the industry) to fill all open operations
positions, as the supply of licensed operators, as well as entry-level applicants, has not kept
up with demand in recent years. To address this issue, the Company has initiated an Operator-
In-Training program to draw non-utility people to the industry. It is a 16-week program to fill
two positions, with the goal of creating an inflow of talent for full-time positions that may
open up in the future and establish a new track for operator development. The Company has
recently hired two team members with no previous experience in the industry to join our
Wekiva WWTP operations team.

Has SWS instituted changes in how it strategizes and provides compensation and
benefits?

Since the last rate case, the Company and its affiliates have assessed its compensation
philosophy and practices, identifying and implementing certain necessary changes. SWS
strives to provide safe and reliable service at affordable rates, but this includes a duty to our
customers to have a talented team in place to provide quality service —now and into the future.

To attract and retain top talent, SWS must be competitive in the national, regional, and local

C5-767
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markets. Attracting and retaining top talent has always been a challenge, and the evolution of
the employee-employer relationship requires management to regularly assess its total rewards
offerings, including compensation. The company compensation structure for employees
includes some or all the following — base pay, variable pay, benefits (health insurance, leave,
retirement, and other compensation). To remain competitive in the employment market, SWS
identifies and targets the market midpoint or median (as applicable for each position) for total
compensation.

How are pay ranges set for SWS employees?

When SWS’s parent, Nexus Regulated Utilities, Inc. (“NRU”), established the first pay ranges
in 2017, the process started by grouping entry-level roles together and identifying a common
market midpoint. That datapoint was used to establish the midpoint for what became Grade
1 level and set a minimum and a maximum of the grade based a statistical analysis. Once the
appropriate min, mid and max for Grade 1 were determined, best practices from the Society
of Human Resources Management (“SHRM”) were followed to establish the
midpoints/ranges for hourly grades (Grade 1 — Grade 8) and salary grades (Grade 9 — Grade
16). After conducting compensation research to identify the market midpoint for each
position, each position was aligned to the Pay Grade closest to the Market Midpoint for the
position. The compensation research focused on the most current AWWA Compensation
Survey Data, which pools information from a broad range of water and wastewater utilities
across the country.

In 2021, NRU’s People & Culture Team in the Support Services function endeavored to
update the Market Midpoint analysis and pay ranges, focusing on entry point wage rates. The
completed analysis resulted in a one-time market adjustment to be implemented for operations
positions throughout NRU’s Business Units. While the People & Culture Team’s resulting

recommendations and a required entry point of 95% of the midpoint for each Grade were
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provided to the Business Unit management, the local management team was given discretion

above the entry point as to the eventual wage adjustments applied to each employee.

When were the entry point and market pay adjustments to the Grades updated for

SWS?

The changes were implemented during 2021 for SWS.

Please explain why the Company decided to implement the Market Pay Adjustment.

There are multiple factors that were considered in implementing the Market Pay Adjustment

for the operations staff.

1. To remain competitive within the job market in our industry. The most recently
published AWWA Compensation Survey Data identified new market midpoints for our
operator roles. The study also identified a jump in compensation of more than ten percent
(10%) for our Operator I position since the last compensation review. NRU’s (and now,
NWG’s) compensation philosophy is to remain competitive with the market: While our
midpoints are reflective of the market, our actual pay among our operations employees
(Field Techs, Operators) has lagged the market midpoint.

2. To remain competitive within the job market across other industries. With the effects
of COVID-19, there has been increased volatility within the job market in general. We
see hourly positions within retail, quick-service restaurants and other industries increasing
significantly as the economy recovers and employers overcome labor shortages. When it
comes to entry-level talent, the list of industries that we compete against for talent has
expanded. Other industries are also interested in the types of candidates that we hire for
our Field Tech and Operator roles. Ensuring we’re paying competitively at the time of
hire and appropriately based on the work being performed ensures we can attract and
retain talent in the near and long-term.

3. Appropriately value new and recent hires relative to their experience and the market.

C5-769
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By moving employees to the adjusted entry points, we’re placing our entry level
employees in appropriate proximity to the midpoint based on their skills and experience.
It is a priority to do so as soon as practical to ensure we retain and pay employees
appropriately when they become competent within their positions and perform all required
tasks capably.

4. To continue to provide uninterrupted service. Our operations team are the most critical
members of our team — when Florida went into various lockdowns during the pandemic,
our operations team continued to report to work when most of the workforce transitioned
to remote work — without these employees, SWS would not be able to provide this
essential service to the communities in which we operate.

5. To reduce field employee turnover. Our most critical staff are our field staff — improved
pay helps reduce staff turnover by appropriately compensating employees for the work
they perform and staying competitive to other potential employers.

Did the Company change the On-Call and Call-Out compensation structure since the

last rate case filing?

Yes. NRU affiliates including SWS made a change in the Company’s on-call pay structure

for field operations staff. SWS increased on-call pay benefits in February 2022. This increase

was made across all NRU business units and was necessary to ensure a competitive pay
structure for our workforce. During a typical on-call week, field staff are prepared to be called
out for emergency work during all hours, including night and weekend hours. The low per
diem on-call rate was a frequent topic of objection made by field employees. In an effort to
retain skilled and valued employees, NRU increased daily on-call compensation to an amount
based on an employee’s overtime rate. Under the new on-call pay structure, field employees
are paid their overtime rate for each weekday On-Call and twice their overtime rate for each

weekend day On-Call, compared to the previous flat $15/day rate. In addition, call-out rates
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changed from no minimum pay (only being charged for the hours worked) to a minimum 2
hours pay at the overtime rate for weekdays and double the overtime rate on weekends.

CUSTOMER-FOCUSED AND TARIFF INITIATIVES

Is the Company proposing any customer-focused initiatives to be authorized in this rate
case filing?

Yes. Please see testimony of Company Witness DeStefano for description of the Company's
proposal regarding payment processing fees. The Company believes this proposal creates
direct customer benefits by providing its varied payment options on the same terms.

Is the Company proposing any miscellaneous fee changes in this filing?

Yes. The Company has reviewed its need for updates to its meter installation fees and is
proposing updates to the fee based on current costs of materials and labor experienced by the
Company. This tariff rate change is discussed in further detail in the direct testimony of
Company Witness DeStefano.

PARENT COMPANY MERGER

Did a parent company of SWS recently agree to and consummate a merger?

Yes. On April 1, 2024, Corix US and SWMAC were merged, resulting in the entity Nexus
Water Group, Inc. Because the merger occurred at the Corix US level, SWS was not directly
affected by merger. As of the merger closing, SWS continues to be directly owned by its pre-
merger parent company, Corix Regulated Utilities (US) Inc., now renamed Nexus Regulated
Utilities, Inc.

Has SWS reflected any changes related to the merger in its revenue requirement?

No. However, please see the direct testimony of Company Witness Lubertozzi for the
Company’s proposal in this docket related to the potential impacts of the merger.

Has SWS included the legacy SWMAC systems in this rate case filing?

No, SWS eventually plans to bring the two Ni Florda systems into the SWS company, but

C5-771
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determined that the proximity to merger closing and need for an entity consolidation
application filing and approval have proved too complex to achieve in time for inclusion this
filing.

Does that conclude your direct testimony?

Yes, it does. I reserve the right to update, supplement, or amend my testimony should relevant

information come available in the future.
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1 BY MR WHARTON:

2 Q Pl ease provide a summary of your direct

3 testinony.

4 A Yes. Chair, Comm ssioners, thanks for having
5 nme here today.

6 The purpose of ny direct testinony is to

7 provide an overview of the conmpany's operation and

8 capital planning process. The conpany has 22 water

9 systens in varying size and age. W have to source

10 water fromour wells for all but three of the systens.
11 We rely on purchased potable water fromthird-party

12 vendors for the others.

13 Historically, treatnent in all systens has

14 Dbeen mnimal. W are constructing a treatnent system at
15 Pennbrooke to address high levels of iron and manganese,
16 which has been a source of custoner conplaints in the

17 past. In addition, the conmpany has conpl eted

18 construction, and has started conm ssioni ng the PFAS

19 treatnent facility in our Orangewood system These

20 systens are capital intensive and will require increased
21  operation oversight when they conme on |ine.

22 The conmpany has 11 treatnent plants in varying
23 conplexity size and age. |In addition, the conpany has
24  seven collection systens that send wastewater to third

25 parties for treatnent.

premier-reporting.com
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1 | also summarize the drivers for relief --
2 drivers for and relief requested in this rate

3 application. The conpany's last filed rate application

4 in 2020, and in the intervening years, the conpany has
5 invested over $100 million in infrastructure to support
6 its provision of safe and reliable service. W continue

7 to experience an increase in infrastructure costs, and

8 thisis reflected in the increased spending over the

9 past several years.

10 In this application, the conpany has filed for
11 a revenue requirenent supporting an increase of over 22
12 percent in water rates. However, the conpany has agreed
13 that final -- that the final increase be limted to 19.9
14 percent in this filing. And the conpany has requested a
15 15.93 percent increase in sewer rates.

16 | al so present docunentation supporting the

17 additional engineering information regarding our

18 proposed programto replace aging infrastructure, and

19 the various proforma capital projects included in the

20 filing. The conpany has included 24 proforma projects
21  in our filing, seven of which making it 20 percent of

22 the total project anmount were mandated by state and

23 federal entities. One such exanple is a relocation of
24  water and sewer lines to accomodate the new toll road

25 in Lake County, referred to as the CFX project.
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Two conpliance projects | nentioned al ready
are Pennbrooke are nmanganese water treatnent plant
upgrades and the Orangewood PFAS treatnent system Both
of these projects inprove the quality of water being
di stributed and consuned by our custoners.

Anot her project included in our filing is the
nmet er replacenent project, which touches over 37,000
custonmers. Wth over 90 percent of the neter fleet past
their depreciation life, the conpany has el ected to nove
forward with replacenent of the entire fleet rather than
having nmeters run to fail. The conpany has selected a
wel | -known and proven neter and technol ogy provider to
replace this aging fleet, that being Neptune AM Meter
Solution. And the conpany is well on its way to
replacing all of its water neters in the state.

Since the last rate case, the conpany has
continued to evaluate staff which supports our |ocal
operations. Since that filing, we have increased the
full-tinme enpl oyee head count by one, despite
consi derable growh and investnent in recent years. The
focus of the team continues to be day-to-day operations,
and any changes are made with the delivery -- are nmade
with delivery of safe and reliable services to our
custonmers as our priority.

Thank you.

premier-reporting.com
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CHAI RMAN LA RCSA: Thank you.
BY MR WHARTON:

Q Does that concl ude your sunmary?

A Yes.

MR, VWHARTON: We woul d tender the witness for

Cross.

COW SSI ONER GRAHAM  Thanks.
OPC.
EXAM NATI ON
BY MR PONCE:

Q Good afternoon, M. Twoney.

A Good afternoon.

Q So just to clarify, you nentioned that you
were Vice-President in your current position, but aren't
you al so the business unit president for Sunshine Water
Servi ces Conpany?

A Yes.

Q kay. And if we can go to C5-773.

| just want to nake sure that the following is
still correct. You nentioned on your resune that you
are responsible for all facets of the business,

I ncluding culture, is that correct?

A Were exactly are you -- what |ine?
Q I f you scroll down.
A Yes.

premier-reporting.com
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Q

Qper ati ons?

Yes.

Fi nance?

Yes.

Busi ness devel opnent ?

Yes.

Heal th, safety and environnental conpliance?
Yes.

Legi sl ative and regulatory matters?
Yes.

Land i nprovenent ?

Yes.

St akehol der rel ati onshi ps?

Yes.

And cust onmer engagenent and experience?
Yes.

So it's fair to say, then, that neans you are

18 responsible for overseeing things |ike day-to-day

19 operations, budget devel opment and executing capital

20 plans
21

22

”?
A
Q

Yes, with the support of ny team

kay. So as business unit president, you are

23 the link between operations and executive | eadership?

24

A

Yes, along with other senior |eaders on ny --

25 on the Sunshi ne team
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1 Q What exactly does that nean, being the link

2 between operations and executive | eadership?

3 A Well, | am del egated to nmanage t he busi ness

4 unit, to nmanage all of the itens you just nentioned, and

5 to deliver safe and reliable services to our custoners.

6 Q You are al so an engineer, is that correct?
7 A Yes, | went to school for an engineering

8 degree.

9 Q And before becom ng Sunshi ne's business unit

10 president, you al so served as business unit president
11 for the Great Basin Water Conpany in Nevada, is that

12 correct?

13 A Correct.

14 Q And for the Bernuda Water Conpany?

15 A Correct.

16 Q And finally for Canadian Water Utilities?

17 A Correct.

18 Q Speaking of that last utility, is it fair to
19 say that you spent nobst of -- or npbst of your career in

20 Calgary working on water utilities?

21 A Yes, | think it was nost of ny career.

22 Q Wuld it be fair to say, then, that your

23 success in overseeing these other conpani es brought you
24 here to Florida?

25 A | don't know. | would have to ask those who
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1 hired ne, but I do think ny experience with the conpany,

2 and that's wth the Nexus group of conpanies, that |ed

3 to be, | guess, an eligible candidate for the president
4 rol e.
5 Q Ckay. For your testinony today is to provide

6 support for, anong other things, 24 proposed capital

7 projects?

8 A Yes, | am providing support for 24 proforma

9 projects.

10 Q Wuld it be fair to say, then, that you are

11 famliar with these projects, not just for today's

12 presentation, but for actually executing themin your

13 role as business unit president?

14 A As you nentioned, | amresponsible for nost

15 all aspects of the BU And in that, | designate certain
16 tasks to certain people on ny team such as execution of
17  projects, project managenent being a key conponent.

18 Q And | et nme rephrase, then, for ensuring the

19 execution of these projects?

20 A Yes, | would say it's ny responsibilities to
21 nmake sure they are executed in the correct nanner.

22 Q Ckay. Is it fair to say, then, that you are
23 famliar wth how Sunshine assigns priority to these

24  projects?

25 A Since | took on this role in Decenber of 2023,
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1 | have been responsible for prioritizing projects, yes.
2 Q So that would include, then, know ng why sone
3 projects are critical -- let nme rephrase -- know ng,

4 then, which projects are highest priority.

5 A Yes. Wien | took on the role, | reviewed the
6 capital projects that were designated for 2024, and |

7 prioritized them accordingly.

8 Q And that includes which projects were nerely
9 nice to have?

10 A No.

11 Q So as part of prioritizing projects, you

12 wouldn't prioritize projects by nost to | east inportant?

13 A Yes. You didn't ask that, though.
14 Q Okay. That's fine.
15 So you are basically the person who is nost

16 responsible for this entire case that we have here

17  today?
18 A You are making nme out to be very inportant
19 there. | rely on a lot of people here to pull this case

20 together. As you have just heard from Wtness Swain,

21  the anobunt of work she does is astrononmical. So | pul
22 a teamtogether and rely on, you know, the correct

23 people to pull together certain aspects of the case, and
24 then it's put forward, | guess, under ny direction from

25 t her e.

premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick



169

1 Q | amsorry, could you -- if you could reduce
2 that to a yes or no?

3 A Can you repeat the question, then? | got

4 carried away.

5 Q So you are basically the person who i s nost
6 responsible for this entire case that we have here

7 today?

8 A Yes. As the business unit president, | am
9 responsible for the rate case fil ed.

10 Q So it's fair to say, then, as the business
11  unit president for this rate case, you are |ike the

12 captain of the ship?

13 A Yes.
14 Q You nmentioned in the sunmary of your testinony
15 that Sunshine has a cap -- is self-inposing a cap on its

16 water revenues ask. As part of this application, isn't
17  Sunshine asking for |ess than what Sunshine believes it
18 needs to recover to neet its allowed return?

19 A Yes.

20 Q Put anot her way, Sunshine is not requesting to

21  recover its full revenue requirenent for water?

22 A That is correct.
23 Q Wy so?
24 A Upon review of the case when we conpiled it,

25 and in conjunction with the senior |eadership at Nexus
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1 Water Goup, we felt that a rate increase capped at 19.9
2 percent was the right thing to do in this instance.

3 Q Wiy do you say it's the right thing to do in

4 this instance?

5 A Felt that that was the right ask of our

6 custoners for this rate case.

7 Q Isn't this -- isn't Sunshine doing this, at

8 least in part, because of the inflationary needs that

9 are affecting Sunshine's custoners?

10 A | would say we are al ways consci ous of

11  providing a service for our custoners, and they are

12 always front of m nd when we devel op such rate cases and

13 put themforward to the Conm ssion to decide on rate

14  increases.

15 Q Is that a yes or no?

16 A Can you repeat the question?

17 Q I sn"t Sunshine doing this, at |least in part,

18 because of the inflationary needs that are affecting

19 Sunshi ne's custoners?

20 A Yes.
21 Q In other words, Sunshine nmade the decision to
22 intentionally try to keep its rates down at |east for

23 wat er ?
24 A Yes.

25 Q Isn't this because you are acknow edgi ng t hat
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1 affordability is a legitimte question in setting the

2 level of your rates?
3 A No.
4 Q Wll, if affordability isn't an issue, then

5 why does it matter what the custoner's inflationary

6 needs are?

7 A Can you say that again? Let ne think through.
8 Q You just told ne that Sunshine was not

9 acknow edging that affordability is a legitimte

10 consideration in setting the I evel of your rates. So |
11 asked: |If affordability isn't an issue, then why does
12 Sunshi ne care about what's going on with its custoners
13 and inflation?

14 A So again, we reviewed that, and we thought

15 that in the best interest of our custoners at this tine,
16 we felt that a rate increase capped at 19.9 percent was
17 the best thing to do.

18 Q But while still acknow edging that your

19 custoners are being affected by inflation?

20 A | mean, | amsure in the 10 different counties
21 that we serve, there is different pressures that each of
22 our custoners experience.

23 Q Ckay. In your direct testinony, you nentioned
24 that the conpany is in the process of investing $56

25 mllioninits infrastructure, is that correct?
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1 A Yes.
2 Q And that consists of the 24 proforma projects

3 that you are asking this conmm ssion to approve of ?

4 A Yes.

5 Q This is wwth a historical test year of 20237
6 A Yes.

7 Q If we can go to E28623.

8 Were you here when M. DeStefano descri bed

9 this discovery response?

10 A Describe it?
11 Q Yes.
12 A Yes, | was in the roomwhen he testified -- or

13 testified to it.

14 Q Sure.
15 A | don't recall the description. Pardon ne if
16 | mssed that.
17 Q Well, just looking at the -- |ooking at these

18 nunbers here, isn't it true that Sunshine already spent
19 40 mllion in capital spending for the year 20237

20 A Yes. | mean, this represents it is that the
21 capital spending for the year in 2023 was $40.1 ml1li on.
22 Q Isn't this the highest anount since Sunshine
23 had its rates consolidated in 2017, according to this?
24 A Yes, on the sheet here in front of ne, that is

25 correct.
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Q In fact, since Sunshine had its rates
consolidated in 2017, hasn't Sunshine's capital
spendi ng, on average, been in excess of what it was
bef ore consolidation?

A | would have to go back. | nean, it
consolidated in 20 -- | think the rates were in effect
in 2018, right?

Q The application was in 2016, and it was
granted in 2017.

A 2017. Yeah, so for -- since consolidation --
| am sorry, can you repeat your question? | got
di stracted on the dates.

Q Si nce Sunshine -- isn't it true that since
Sunshine had its rates consolidated in 2017, hasn't
Sunshi ne -- excuse ne -- hasn't Sunshine's capital
spendi ng on average been far in excess of what it was
before rate consolidation?

A Yeah. | nean, if | look at the three years
prior to consolidation here, |I think that statenent is
true. But | don't know what it |ooks |ike for the years
prior to 2014.

Q Ckay. Including -- included in this
application -- excuse ne, let ne ask -- rephrase this.

Doesn't this indicate that Sunshine has taken

advant age of rate consolidation to max out its capital
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spendi ng as nmuch as possi bl e?
A No.

Q Wiy do you say that?

A VWll, et ne give you an exanple in this rate
case.
W were -- we have included a capital project,
F5 it's referenced as. |It's to replace pipe, right?

This pipe, it hasn't failed just yet, but pipe in the
area has failed. 1In 20 -- one of the consent orders,
think it's 2018, naybe it's 2020, we had pi pe that
fail ed because we didn't proactively replace it. So
there was years that you referenced where we weren't
spendi ng.

The Comm ssion has sent a very clear signa
that we need to be proactive in replacing failing
I nfrastructure, to the point where we had an ROE
reduction because of that. So we understand -- |
understand the inplications of that.

So the conpany no longer sits and waits for
things to fail, as is evidenced by the proforma projects
we put forward here. F5 being a per exanple, and AM
nmeters bei ng anot her one.

So, no, | would say that in the intervening
years, as we have cone into the Conmm ssion to ask for

rates, | think we are nore and nore proactive in
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1 replacing failing infrastructure. W can no | onger

2 allowthis torunto fail. There is heightened

3 sensitivity around environnental issues, which | agree
4 with., And we continue to | ook at those issues and try
5 and get ahead of it. That results in a cost. And |

6 don't think there is anybody in this roomhere who wll
7 argue that costs have gone up on the capital side

8 significantly since the pandem c.

9 And to take the exhibit you have on the screen
10 here. In 2019, you can see we spent $10 mllion. | can
11 tell you, in the business units where | was -- that you

12 spoke to, where | was in the preceding years, there was

13 a lull in capital spend in those years, 2020 and beyond.
14 And it rebounded in the outer years. And you are seeing
15 that here, candidly. That's what's happened in 2023, in
16 ny opinion, is that it's a rebound fromthe COVID

17  pandem c, where things just slowed down.

18 It is not the conpany's -- like, an outlier

19 like that is not sonething we aimfor. That is not sone
20 strategy. It's a rebound fromthe COVID years, in ny

21 opinion.

22 Q So your testinmony is that going from $10

23 mllion in 2016 to $40 mllion in the historical test

24 year, before we even get to this application, just

25 represents the conpany being nore proactive about
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repairs?

A Not repairs. No.

Q And - -

A It's about proactive replacenent of failing
i nfrastructure.

Q And then this $40 mllion in 2023, that's not
i ncluding the 56 mllion anpbunt that's goi ng beyond the
hi storical test year in your application?

A Actual ly, | believe sonme of that does.

Q How nuch?

A | don't know, but the projects that are in ny
prof orma testinony, or that is submtted, are projects
that wll be conpleted wthin 24 nonths post test year.
Many of them | don't know how many, but have started in
2023. And we have incurred capital expense in 2023. |
can say that to be true for the AM neter project, for
I nst ance.

Q And that anount that's going into 2024 is that
20 million there?

A I s that what?

Q That woul d i nclude, then, going into 2024, the
20 mllion spent there?

A | amsorry, can you reask? | don't quite
under stand t he questi on.

Q So if some of that 2023 $40 nmillion represents
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1 your application, doesn't that also nean that the 2024
2 anount does as well?

3 A Well, yeah. Sorry. | get you now

4 Yes, our proforma projects are for the 24

5 nonths post test year. So, yes, '24 capital spend is

6 some of that $19 million, again through August, is

7 included. A lot of it is not.

8 | wll give the exanple of the M d-County

9 project, which is a wastewater treatnent plant that |
10 think you referred to in your opening statenent that we
11  pulled. That capital spend is right in there. |It's

12 also in 2023, for that matter. It's its a |ong ongoing
13 project, and we continue to have capital spend in '23,

14 24 and '25 --

15 Q But you don't --

16 A -- and we expect to have it in '26, too.

17 Q But you don't know the exact anmount?

18 A No, not off the top of ny head. There is --

19 | -- but it's easily determned, | amsure. | guess we
20 are a bit late in the process now, but, no, | don't know

21  that nunber.

22 Q And as the business unit president, it's not
23 wthin your responsibility to know that nunber?

24 A | can get you that nunber, but | don't know it

25 off the top of ny head. Sorry, there has been a | ot of
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1 information crammed in these past few weeks. To

2 renenber what | have spent on Md-County in 2024 is

3 beyond ne right now.

4 Q Let's go to E29596. And that's what that

5 looks Iike. So this is one of the ones that we have the
6 handouts for.

7 This is the handout where, if you are | ooking
8 at the first page, the first page just |ooks like a

9 normal -- normal, you know, printed page, and the other
10 pages are longer. Are we on the sane page here? No pun

11 intended. This would be the fourth page of the handout.

12 MR. REHW NKEL: M. Chairman, | had prom sed
13 that we would try to identify the Case Center page
14 of these docunents. | was asked by your | egal

15 staff to nake sure that we keep the record intact,
16 and that when we are tal ki ng about docunents, that
17 we can tie it to Case Center.

18 So | believe that this is from Exhibit 101,

19 yes, and 29 -- okay, you have it up there, 29596 is
20 the 2024 docunent, is that what we are --

21 CHAI RMAN LA ROSA: So just for clarification,
22 the printed out paperwork that we have in front of
23 us is a continuation of the chart that is popul at ed
24 on Case Center?

25 MR, REHW NKEL: [It's an excerpt fromit,
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1 really, is a better way. There are tables that are
2 stripped out of here that, you know, go on for

3 m | es.

4 CHAI RVAN LA ROSA:  Under st ood.

5 MR, REHW NKEL: And | think M. Ponce has

6 sel ected the excerpt that has the information he

7 wants to ask about. And | think the |ast page is

8 -- there is five pages, there is an 8.5x11 and then
9 four --

10 CHAI RVAN LA ROSA:  Yes.

11 MR, REHW NKEL: -- the front page, | think is

12 the ol dest, going back to 2020, and the last one is
13 2023, 2024, and M. Ponce can clarify.

14 MR. PONCE: Yes, the last -- the |ast page, if
15 you are able to see the spreadsheet, the

16 spreadsheet has years on the tabs. And on the | ast
17 page, that year is 2024 on that tab.

18 Wen | say |last page, to nake it naybe a

19 little easier, if ook at the top left, the blue

20 colum, it wll say, person responsible for

21 updat es, date updated |ast 10/ 20/ 23.

22 CHAI RVMAN LA ROCSA:  Yeah, | see '23 on m ne.

23 MR. PONCE: |s anybody having any issues

24 foll owi ng al ong?

25 BY MR PONCE:
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1 Q M. Twoney, do you understand where | am

2 asking you to |ook at?

3 A Yes, | see the printout. | just want to be
4 clear, though, that this is not a full representation of
5 the docunentation that was provided. | understand what
6 you are saying, but there is sone key information. W
7 don't need all the colums to the right, but there is
8 sone key information | would say is not on this exhibit
9 as printed. So | do have -- | don't know what's the

10 right way to phrase it, but sone concerns not all the
11 information is here to discuss it with the right

12 cont ext.

13 MR. PONCE: To be clear, in order to nmake this
14 | egi ble on the printed page, we did have to cut off
15 the colums to the right?

16 CHAI RMAN LA ROSA:  Under st ood.

17 MR, PONCE: Those columms are represented,

18 al t hough not legible, in the exhibit that we

19 upl oaded, so --

20 CHAl RVAN LA ROSA:  Yeah, so --

21 MR. PONCE: The Conmi ssion, and the parties --
22 CHAI RVAN LA ROSA: Let's try this slowy.

23 Can -- is it possible to zoomin? | don't know

24 what our limtations are specifically on Case

25 Center.
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1 MR SCHULTZ: Wat's on the screen i s about as

2 zoonmed in as it gets in Case Center.

3 MR PONCE: And a just to be clear,

4 unfortunately that's how it conmes out in Case

5 Center, but we have provided the full exhibit to
6 your staff and all the parties, so...

7 CHAI RMAN LA ROSA: | don't know the questions
8 that you are going to ask, obviously, so | don't
9 know how rel evant the rest of the colums are and
10 necessary to review, but | understand where the
11 witness is comng from stating that sonme of that
12 i nformati on nmay be inportant.

13 MR, PONCE: That's fair. Yes.

14 BY MR PONCE:
15 Q Wth that being said, if we can go all the way
16 to the bottom If you are |ooking at the nunbers on the

17 | eft, the blue colum, it is FL124.

18 A Sorry, on the | ast page?

19 Q Yes.

20 A Thank you.

21 Q When | said colum, | nmeant row. Excuse ne.

22 So it's row FL124.

23 A | am sorry, apologies. Ws there a question?
24 Q Yes, | was just --
25 CHAI RVAN LA RCSA: | think we are there.
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1  BY MR PONCE:

2 Q So we see hear the nane of this project is FL
3 Cost Center AM neters, that's under the project nane

4 colum all the way to the right at the end. This

5 represents the AM project, is that correct?

6 A Yes.

7 Q And now if we ook at the priority |evel

8 colum, which is to the left right after the bl ue

9 colums, you see that there is a three there, is that

10 correct?

11 A Yes. So to understand this -- and, you know,
12 | amglad you brought up this sheet here.
13 First of all, you really have to see it in

14  Excel format, because along with this tab in 2024, you
15 have got tabs for '23, '22, '21 and 2020. So when this
16 project first made it onto our budgeting process back in
17 2020, five years ago, which is part of this exhibit, |
18 think you got to first understand what the project was.
19 Like, what was the -- where we were comng fromwth

20 that. And it was identified that we needed to do a

21  neter replacenent project.

22 And when this project was kicked off in 2020,
23 which is not, again, on this, but initially when it was
24 kicked off, this project was done as a study project to

25 analyze its benefits in 2020. And when we were doi ng
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1 that analysis, we explored a |ot of different options,

2 be it the type of neter and the benefits that it brings
3 to our custoners, such as |eak detention that, you know,
4 for the custoner, and the utility for non-revenue water.
5 W got water theft. W got on-line nonitoring and usage
6 for our custoners.

7 Now, what's not presented in this docunent,

8 which was produced as POD 10, as | have it, it's a

9 living docunent. |It's a financial docunent that's

10 updated annually for, you know, for budgeting purposes,
11 | should say. And as you can see, and you got to | ook
12 at it all together from 2020 through '21, through '22
13 through '23 through '24, you will take the phase the

14 project was in, for exanple.

15 So in 2024, it was a study phase. So

16 unfortunately, some of this information just wasn't

17 updated. It also has a conpletion date of Decenber of
18 2024. Wien | started in Decenber of 2023, | nean, on
19 day one, | knew this wasn't being conpleted in 2024, and
20 everybody did. | signed a contract with the -- one of
21 the contractors for this project on May 11th of 2024 to
22 install antennas, |ike.
23 So | guess where | amgoing wwth this is that
24 to infer that | sonehow prioritized this as a | ow

25 priority, or whatever words you want to choose around it
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is just sinply inaccurate. As this started as a | ower
priority in study phase, and when | cane in here, it was
one of the highest priorities for the conpany and our
custoners, as we had a 90-percent depreciated asset.

And we cannot afford to have neters run to fail and
continue to expect to provide safe and reliable water to
our custoners. So to infer on one data point that this
somrehow was not a priority for Sunshine is just not
right.

And | would say that, you know, the Comm ssion
really put it best in Dockets 20170166- W5,

20220026- 23-WJ and 202300171-WJ, this -- the Conm ssi on
stated the followng: That based on the information
provi ded above, we recogni ze that upgrading the neters
to AM will benefit the custoners. W recognize that
the ability to nonitor for | eakage, water theft and pay
bills on-line is a benefit for the custoners.

Therefore, we find the proposed AM neter programis
war r ant ed.

And we believe that with AM, it is sonething
that our custonmers will benefit from And we are not
the | eading edge here. W are sinply foll ow ng sone of
the larger utility --

MR PONCE: | have got to object. This is way

beyond the scope of the question | asked, which is,
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isn't that a nunber three?

CHAI RVAN LA RCSA: | don't disagree, so
sust ai ned.
BY MR PONCE:

Q Ckay. Let ne ask you the question again,
M. Twoney.

Isn't that a nunber three that we are tal king
about there?

A Yes.

Q It looks like it's on the screen now. They
have been able to get the actual spreadsheet, so we no
| onger have to rely on this. So this is the conplete
spr eadsheet .

A Yeabh.

Q And that's a nunber three?

A Yes, as | said in ny previous answer.

Q And you nentioned this is updated
year-by-year, so actually let's just go back to 2020.
If you can click that 2020 tab, please. |If we can go,
then, to row FL106. Isn't this, again, the AM neter
proj ect ?

A Yes.

Q Nunmber three there again, right?

A Yes. That's what | said in ny previous

response. It started as a nunber three in study phase.
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1 Q Okay. Well, it started as nunber three, so

2 let's go to 2021, row FL106.

3 So presumably still nunber three. |Is it stil
4 in the study phase here?

5 A Yep.

6 Q Let's go to 2022. It is now the |ast one,

7 FL108. Still nunber three?

8 A Still in -- yes, it's nunber three and in

9 study phase.

10 Q 2023.

11 COMWM SSI ONER FAY: M. Chairman?

12 CHAI RVAN LA ROCSA:  Yes.

13 COMM SSI ONER FAY: | apol ogize to interrupt.
14 Can | just get a clarification fromOPC? Are we
15 outside the -- what you have provided here now

16 within this table? So when we go to the top |eft
17 and it's 2022 or 2021 as updated, you are

18 referencing these tabs and not this sheet in front
19 of us?

20 MR, PONCE: That's correct. | amreferencing
21 t he tabs.

22 COW SSI ONER FAY: Okay. Thank you.

23 CHAI RVAN LA ROCSA:  Yeah, thank you. That's a
24 good questi on.

25 BY MR PONCE:
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1 Q So we are tal king about the 2023 tab. | think
2 it is nowrow 132, if | have got that right. Stil

3  nunber three?

4 A Yeah, | can't quite tell the row nunber, but

5 it's up there as nunber three, study phase and esti nated

6 columm for uncertainty.

7 Q Finally, we hit 2024 -- or we are back to
8 2024, and again, still nunber three?
9 A Yes, it's nunber three in study phase, it's

10 estimated anount, and that was to be conpleted in

11  Decenber 2024.

12 Again, | amnot necessarily proud to be

13 pointing out sone data we didn't update here, but, you
14  know, it's obviously well noved beyond the study phase
15 and what not .

16 The inportant information for us here, in

17 creating these docunents that was put forward during

18 discovery, was for budgeting purposes, truly. And if
19 vyou look to the right, you will see all the green

20 colums, that's the information that was pertinent. |If
21 you go -- | amnot sure who is controlling it, but al
22 the way to the right there. Yeah. That's the pertinent
23 information that our corporate are looking for in 2024.
24 Q If we could go back to E28623. | know that's

25 going to appear weird, but --
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MR, SCHULTZ: What was that nunber agai n?
Sorry.

MR. PONCE: E28623. And if we can scroll al
the way to the bottom just for when -- | think
that's just the | ast page of this.

So it looks like this interrogatory -- or if
you can scroll up, excuse ne. And then one nore
after this one. | amsorry, we have gone back
to -- | ambasically trying to get to the page
where it's dated, which should be, | think it's --
there we go. Scroll down. Well, never nmnd, let's
go to the next page, excuse ne.

BY MR PONCE:

Q So it looks like this interrogatory was being
wor ked QOct ober 2024, or this request for prod -- yes,
the interrogatory?

A So this is for the financial capital spend,
right? That's what this is referencing?

Q This is for everything that was provided in
response to this interrogatory, Cctober 2024.

A | guess | amnot entirely sure what was fully

included in --

Q | amjust trying to figure out when did this
project -- appa -- so this was provided to us in Cctober
2024. Does that nmean in Cctober '24, AM was still just
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in the study phase?

A | amsaying it wasn't updated. W were well
beyond t he study phase.

Q Okay. And just to be clear, isn't priority
three the nice to have category?

A | believe that's how your witness put it,
yeah.

Q Well, | amasking you. 1Isn't priority three
the nice to have category?

A Agai n, anything that makes it on to our
capital list we deemto be necessary.

Q Do you renenber, M. Twoney, that you were
deposed in this matter on Cctober 30th, 2024?

A Yes, | recall.

Q Do you renenber that | asked you: So | guess
we can say, then, that category three, that's a nice to

have cat egory?

A Yes, | recall.

Q Do you renenber answering that differently?

A Yes, | renenber acknow edgi ng how you phrased
it.

Q Well, we can get the transcripts.

MR, PONCE: It's 12:30, weren't we actually
supposed to break for |unch?

CHAl RVAN LA ROSA: Maybe.
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MR, PONCE: Wuld it be a good tine to break
for lunch?

CHAI RVAN LA RCSA: So | was waiting for your
i ne of questioning to change. How nmuch -- how
much - -

MR, PONCE: | think we got the answer that we
wer e | ooking for.

CHAI RMAN LA ROSA: How many nore questions do
you have for M. Twoney?

MR PONCE: On this issue? There is quite a
few questions on this.

CHAl RVAN LA RCSA: (Ckay. Then let's go ahead
and take that break. It's, right now, 12:35. So
let's say at 1:20. 1:20 we w Il be back and ready
toroll. So 1:20 we wll break until then.

Thanks.

MR, WHARTON: Chairman La Rosa, let ne ask you
this question. W should not talk to the w tness
over lunch because he is on the stand, that's the
way the PSC operates?

CHAI RMAN LA ROSA: | will go to staff for

normal operating procedures for sonething of this

nat ur e.
M5. HELTON. | have actually never been asked
that question, M. Chairman. | think that's
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1 probably the best practice not to -- not to coach

2 the witness during |unch.

3 CHAl RVAN LA RCSA:  Yeah.

4 MR, WHARTON: We are going to talk to him W

5 are not going to talk to himabout the

6 substantive --

7 CHAI RVAN LA ROCSA: W thin reason, right.

8 MR, VWHARTON: Ckay.

9 CHAI RMAN LA ROSA: | amassuming that there is
10 a lunch and other things that are going to happen,
11 so, yeah. You don't have to stay muted during
12 | unch.

13 All right. 1:20 we wll see everybody. Thank
14 you.

15 (Lunch recess.)

16 (Transcript continues in sequence in Vol une
17 2.)
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