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PROCEEDTINGS

(Transcript continues in sequence from Volume 3.)
CONTINUED CROSS EXAMINATION
BY MR. PELLEGRINI:

Q Mr. Denny, in your opinion, is there a difference
between a percolation or evaporation pond and a holding
pond?

A There could be in some people’s terminology. A
holding pond references a substandard pond that is required
of some wastewater facilities that are out of compliance.
The water is there and is recycled back to the plant. In
that way of thinking, a holding pond is completely different
from a percolation/evaporation being used as a holding pond.
I suppose it could.

0 On the other hand, could a holding pond be used as
a percolation pond?

A No, sir, I don’t think so. The terminology, I
think, is a problem here.

Q A problem?

A Well, as I said, most of the time a holding pond
is referred to as a substandard pond, and that is completely
different than an evaporation/percolation pond.

Q Mr. Denny, if a utility has a wastewater plant and
only one percolation pond, all right, in your opinion would

that configquration cause customers to reduce their demand on

JANE FAUROT, RPR -- (904)379-8669
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A Try that again, please.
Q If the utility has a wastewater plant and one

percolation pond, would that configuration cause its
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customers to reduce their demand upon the water source, on

the water

A

Q

resource?

No, I don’t think so.

If that same utility had a second percolation

pond, would that make a difference?

A

Q

No, sir.

If that utility had several ponds, would that make

a difference, that is, in respect to the customers’ demand

on the water resource?

A

I think the only way that that would make a

difference in demand is one was public access reuse and you

had reuse lines that people could use to water for
irrigation purposes would be the only way that I see a

percolation pond would make a difference on water

consumption.

Q

o »r O

would not?

Then your answer to the question would be no?

That it would not influence?

Yes, that is correct.

No.

The customers demand upon the water resource,

JANE FAUROT, RPR —-
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A Right.

Q what this boils down to, then, is that the
existence of percolation ponds has no affect on the
customers’ demand for water?

A I don’t think it has any effect on the demand for
water. I just think it is a way of recharging the aquifer
from where the water is drawn from.

Q However, if the owners of a golf course, for
example, having a consumptive use permit from the local
water management district where it replaces the water
normally pumped for irrigation with reclaimed water, wouid
that, in your opinion, cause a reduction in the demand on
the water resource?

A I think that that question is a little different
from the one you had before. Before you were asking if perc
ponds would have an impact on the water used by the
customer, and now you are saying an impact on the resource.
It'’s a different question. Am I understanding you
correctly?

Q No, I believe I was asking the same question
throughout. My concern is dealing with the impact of

customers’ demand on the water resource.

A Again, the resource recharged through perc ponds?
Q Yes.
A But the customers’ demand or water use is not

JANE FAUROT, RPR -- (904)379-8669
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going to be affected, in my opinion, unless there is reuse
available that they can use for lawn irrigation to reduce
that amount of consumption.

Q Well, yes, we have come to the conclusion that the
existence of percolation ponds would have no affect, that
has been your testimony, on the customers’ demand for water.

Now I'm asking you in that different scenario,
that is, a golf course using reclaimed water, whether with
that configuration, would it have the effect of reducing the
demand on the water resource?

A Yes, it would.

MR. PELLEGRINI: Thank you, Mr. Denny.

CHAIRMAN CLARK: Commissioners?

Redirect, Mr. Hoffman.

MR. HOFFMAN: Thank you, Madam Chairman.

REDIRECT EXAMINATION
BY MR. HOFFMAN:

Q Just a few follow-up of some of Mr. Twomey'’s
gquestions to you, Mr. Denny.

A Yes.

Q Can you explain specifically how the absence or
presence of uniform rates affect SSU’s capital project and
its capital expansion program?

A It makes it much more difficult to go with capital

projects that are needed on some systems when a small

JANE FAUROT, RPR -- (904)379-8669
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customer base is going to pay for that large capital

investment.

Q

And the answer you just gave me was under the

scenario where there was not a uniform rate structure in

effect,

A

Q

is that correct?

That is correct.

Now, there was also some discussion with Mr.

Twomey of environmentally mandated projects, do you recall

that?

A

Q

Yes, I do.

All right. Does the absence or presence of

uniform rate structure in any way affect the timing of

environmentally mandated projects in terms of when the

company begins its construction?

A

gquestions earlier,

Yes, I think, as I answered one of Mr.

Twomey’s

is that with the absence of uniform

rates, you’'ve got a capital project you may want to

negotiate with the regulatory agency to delay the project or

come up with a different solution.

Q

Again, in your opinion, does a uniform rate

structure affect the customers ability to absorb the costs

incurred by environmentally mandated projects?

A

Q
A

Yes.

How so?

As I said, the customers on large capital

JANE FAUROT, RPR --

{904)379-8669



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

25

investment on a small system would definitely have rate
shock if the charges were going to be absorbed by that
customer base. But if they can be spread over our entire
customer base, it is less of an impact on all customers
involved.

Q Is it your understanding or your belief that the
larger service areas of Southern States are subsidizing the
investment in the smaller service areas?

A No, sir, I don’t agree with that. As our
engineering witnesses will confirm, that 74 percent of our
capital investment are spent on 66 percent of the customers
are in the ten larger service areas.

Q Your last statement was that 66 percent of the
company’s customers are in the ten largest service areas?

A Yes.

MR. HCFFMAN: Thank you. That’s all I have.

CHAIRMAN CLARK: Thank you. Exhibits?

MR. HOFFMAN: Madam Chairman, We would move
Exhibit 73 and 74.

CHAIRMAN CLARK: Exhibits 73 and 74 will be
admitted in the record without objection.

(Exhibits 73 and 74 received into evidence.)

MR. PELLEGRINI: Staff would move Exhibits 75, 78,
77, 78 and 79 into the record.

CHAIRMAN CLARK: We will admit without objection

JANE FAUROT, RPR -- (904)379-8669
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75, 76, 77 and 79, but 78 is the late-filed exhibit, so it
is subject to objection at a later date.
MR. PELLEGRINI: Did you say 7772
CHAIRMAN CLARK: No, it is 78.
We will go ahead and take a ten-minute break and
then we will start with Mr. Terrero.
(Exhibits 75, 76, 77, and 79 received into
evidence.)
(Recess.)
CHAIRMAN CLARK: We will go ahead and call the
proceeding back to order. Mr. Feil.
MR. FEIL: Madam Chairman, I don’'t believe that
Mr. Terrero has been sworn. Mr. Terrero has not been sworn.
CHAIRMAN CLARK: I'm sorry, I heard you. Mr.
Terrero, would you please stand and raise your right hand.
Thereupon,
RAFAEL A. TERRERO
was called as a witness, and having been first duly sworn,
was examined and testified as follows:
CHAIRMAN CLARK: Thank you. You may be seated.
DIRECT EXAMINATION
BY MR. FEIL:
Q Could you please state your name and working
address for the record?

A My name is Rafael A. Terrero, T-E-R-R-E-R-0, 1000

JANE FAUROT, RPR -- (904)379-8669
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Color Place, Apopka, 32703.

Q Are you the same Rafael A. Terrero for whom
prefiled testimony was filed in this case, direct testimony

consisting of 17 pages?

A Yes, 1 am.
Q Do you have any changes or corrections to that
testimony?

A No, I don't.

Q If I asked you the questions asked in this
testimony today would your answers be the same as stated in
that prefiled testimony?

A Yes, sir.

MR. FEIL: Madam Chairman, I ask that Mr.
Terrero’s prefiled direct testimony be inserted into the
record as though read.

CHAIRMAN CLARK: Mr. Terrero’s prefiled testimony
consisting of 17 pages will be inserted in the record as

though read.

JANE FAUROT, RPR -- (904)379-8669
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PLEASE STATE YOUR NAME AND ADDRESS.

My name is Rafael A. Terrero. My business address is 1000 Color Place,
Apopka, Florida 32703.

BY WHOM ARE YOU EMPLOYED AND IN WHAT POSITION?
I am employed by Southern States Utilities, Inc. (Southern States) as
Manager of Environmental Services. Prior to holding this position, I
served as Chief Engineer in charge of Engineering and Planning.
COULD YOU BRIEFLY DESCRIBE YOUR DUTIES AS MANAGER
OF ENVIRONMENTAL SERVICES?

As Manager of Environmental Services, I am responsible for all activities
of the Environmental Compliance and Permitting Department including
coordination of all Company efforts with environmental regulators,
preparation, filing and processing of permits for all facilities statewide, and
statewide monitoring, training and auditing of compliance with applicable
laws, rules and standards. T also am co-leader of the Budget Evaluation
Team which is responsible for directing SSU investments each year to
projects based on an established priority basis. My department must
maintain familiarity with all environmental issues affecting SSU’s facilities
statewide.

PLEASE SUMMARIZE YOUR EDUCATION.

I received a Bachelor of Science degree with a major in Environmental

and Urban Systems from the School of Technology, Florida International
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University in December 1974.

I have completed courses in utility regulation sponsored by the
National Association of Regulatory Utility Commissioners (NARUC) in
conjunction with the University of South Florida. I have also participated
in seminars sponsored by the Training Research and Education for
Environmental Occupation (TREEO) center in conjunction with the
University of Florida in reference to water and wastewater treatment
facilities.

WHAT ARE YOUR PROFESSIONAL AFFILIATIONS?

I am a Professional Engineer and have been registered to practice in the
State of Florida since 1977. | am a member of the American Society of
Civil Engineers, Florida Engineering Society, the American Water Works
Association and the Water Environment Association. I also am a member
of the AWWA Water Supply Committee, AWWA Reuse Committee, FEA
Reuse Committee and am a former member of the Lee County Water
Supply Authority.

HAVE YOU PREPARED A RESUME WHICH REFLECTS YOUR
QUALIFICATIONS AND PRIOR WORK EXPERIENCE?

Yes. Exhibit & (RAT-1) contains a copy of my current resume which
identifies my qualifications and prior work experience.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE A REGULATORY

AGENCY?
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Yes. I have testified before the Florida Public Service Commission and
before hearing officers in Hillsborough County on behalf of SSU in
multiple dockets.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

I will (1) provide information which supports Southern States’ request to
use the hydraulic flow method to calculate the used and useful levels for
the Citrus Springs, Pine Ridge, Sunny Hills and Marion Oaks service
areas; (2) provide facts concerning SSU’s training and employee education
activities which demonstrate how SSU’s water and wastewater services are
functionally related and cross county boundaries; (3) describe the activities
of SSU’s capital budget evaluation team ("BE Team") as evidence of the
functional interrelatedness of SSU’s land and facilities wherever in Florida
they are located; (4) support SSU’s breakdown of water customers into
separate conventional treatment and reverse Osmosis treatment service
classifications; (5) support the movement of certain land parcels from plant
held for future use to plant in service; and (6) demonstrate that not only
is SSU’s current mode of operation cost-effective, it also results in our
ability to provide safe, efficient and sufficient service to our customers --

as demonstrated by the existence of only two consent orders outstanding

at this time.
DO YOU HAVE ANY PERSONAL KNOWLEDGE OF

INFORMATION THAT CONFIRMS THE LEGITIMACY OF USING

443
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THE HYDRAULIC FLOW ANALYSIS TO DETERMINE THE USED
AND USEFUL LEVELS FOR SSU’S WATER TRANSMISSION AND
DISTRIBUTION FACILITIES?

Yes. The hydraulic flow analysis has been a generally accepted method
used by professional engineers to design transmission and distribution
facilities for city, county and investor-owned utilities. 1 was employed by
Deltona Utilities, Inc. ("DUI") from 1966 until DUI was purchased by
Southern States. During my employment with DUI, I participated in the
design of the water transmission and distribution facilities for the Citrus
Springs, Pine Ridge, Sunny Hills and Marion Oaks service areas. I know
that the facilities were designed using the hydraulic flow analysis method.
Also, as indicated in my resume which is contained in Exhibit ZQ_ (RAT-
1), T have a great deal of experience with hydraulic flow analyses and from
this experience I know that these analyses have been reliable.

DO YOU BELIEVE THE LOT COUNT METHOD IS AN
APPROPRIATE METHOD FOR DETERMINING THE USED AND
USEFUL LEVELS OF WATER TRANSMISSION AND
DISTRIBUTION FACILITIES?

No. As Iindicated previously, it would not be possible nor permissible for
a professional engineer to design water transmission and distribution
facilities on a lot count basis. Therefore, 1 completely agree with SSU’s

use of the hydraulic flow analysis for determining the used and useful
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levels for the facilities at Citrus Springs, Pine Ridge, Sunny Hills and
Marion Qaks.

PLEASE GENERALLY DESCRIBE THE SSU TRAINING AND
EMPLOYEE EDUCATION ACTIVITIES WHICH DEMONSTRATE
HOW SSU’S WATER AND WASTEWATER SERVICES ARE
FUNCTIONALLY RELATED AND CROSS COUNTY
BOUNDARIES.

Employees from the operations services (also called technical services)
department, environmental compliance and permitting department and
senior operations personnel based in Apopka provide technical training on
water and wastewater operations and maintenance related topics. This
training is provided predominately in Apopka (Orange County) as well as
on site at individual plants or in central locations within each region. The
location where particular training is provided depends upon the type and
content of the training to be provided. Broad descriptions of the
operations related training provided to SSU’s operations personnel include
the following:

1. Workshops for water and wastewater field personnel
regarding updates on new or modified environmental laws or rules, for
instance, those concerning backflow prevention procedures, cross-
connection control requirements and procedures, lead and copper testing

procedures, customer notification procedures and similar topics.

e
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2. Environmental services also performs permit familiarization
services for field personnel upon permit issuance, renewal and/or
modification. This training keeps field personnel up to date on operating
requirements, particularly where those requirements may deviate for a
specific permit from the standard requirements. I will discuss this
familiarization process later in this testimony.

3. Technical Services conduct certification preparation courses
for field personnel preparing for licensing exams.

4, Technical Services conducts refresher courses for operators
and operator trainees concerning plant processes, procedures, etc.

5. Personnel from the Environmental Compliance and Training
departments as well as senior operators based in Apopka conduct safety
training such as confined space entry training, chemical right to know
classes, and electric safety training (lock-out/tag out), bloodborne
pathogens, hazard communication, etc.

6. Technical Services is responsible for the conduct of training
statewide, at times with the use of outside vendors (at no expense) and/or
senior operators, regarding procedures such as trenchingfexcavation
techniques, cross-connection recognition techniques, customer
relations/communications techniques and the proper installation,
maintenance, operation and selection of equipment such as chlorination

equipment, paint spraying equipment, laboratory equipment, metering
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SSU also provides operations employees statewide with funding to
attend courses in various topics necessary to obtain state licensing in areas
such as:

Water Treatment (A, B, and C)

Wastewater Treatment (A, B, and C)

Distribution Systems (A, B, and C)

Collection Systems (A, B, and C)

Backflow Prevention/Tester

Backflow Assembly/Repair and Maintenance

Cross Connection Control Management

These courses are available either by correspondence course or in
a classroom setting at local junior colleges or vocational-technical schools
approved by either the Florida Department of Professional Regulation (in
the case of water and wastewater treatment courses), or the Florida Water
and Pollution Control Operators’ Association or University of Florida
TREEQ Center in the case of distribution, collection, backflow and cross
connection licenses. All requests for outside training and education are
submitted to the local supervisor and then to the Human Resources
department in Apopka (Orange County) for review, approval and
processing for payment.

As described by Ms. Dale Lock, $SU’s Human Resources

LAY
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Administrator, in addition to this training, the Training Department located
in Apopka provides management and supervisory training as well as
training on customer service techniques, telephone etiquette, computer use,
computer software, leadership, organizational development, team building
and a variety of other topics. This training is provided to operations
personnel as well as other SSU employees to improve management quality,
work efficiency and service to our customers.

I SHOW YOU EXHIBIT 30D (RAT-2). WAS THIS EXHIBIT
PREPARED BY YOU OR UNDER YQUR DIRECTION AND
SUPERVISION?

Yes, it was,

COULD YOU BRIEFLY DESCRIBE THIS EXHIBIT?

This exhibit provides a list of 175 safety training classes held by SSU in
1993 and 1994 as well as safety and equipment handling classes presented
by outside vendors on SSU’s behalf, at no cost to SSU. More than 1,300
SSU employees statewide attended these classes in 1993 and 1994. The
exhibit also contains the same information for 1995, year to date, including
the number of man hours associated with employee attendance at these
training sessions. These safety and training classes are held both in
Apopka and at SSU offices throughout Florida. The classes often are
attended by managers, operators and/or field personnel who are based at

different systems throughout Florida. This list does not include additional
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training which occurs between operations personnel such as the training of
SSU operators at Lehigh in the use of ammoniation equipment by SSU
personnel from Marco Island or the training provided by SSU’s operators
formerly based at Venice Gardens of operators located at Marco Island in
the proper operation and maintenance of reverse osmosis equipment.
Each of these functional relationships of an operational character
are part of the framework which, only when consolidated with the rest of
SSU’s utility operations, make up SSU and the water and wastewater
services provided to each of our customers.
COULD YOU PLEASE FURTHER DESCRIBE THE STATEWIDE
PERMIT FAMILIARIZATION PROCESS?
The permit familiarization process is a continuous process throughout the
year involving multiple departments and employees located state-wide.
The process consists of the following: permit applications are prepared
and submitted to the appropriate authority by the ECPD. Permit
negotiations are conducted by the ECPD and Legal Department in
consultation with Operations and/or Engineering personnel as appropriate.
Upon receipt of a permit: (1) the ECPD reviews the permit terms and
conditions; (2) the ECPD designates responsibilities for compliance to
appropriate SSU departments and personnel and distributes the permit to
all effected departments and the appropriate system; (3) the ECPD

provides written designations of responsibilities including explanations of
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any terms and conditions which exceed or are in addition 10 standard terms
and conditions; (4) the ECPD communicates verbally with appropriate
Engineering and Operations personnel concerning permit terms and
conditions; (5) the regional manager conducts meetings with appropriate
operations personnel both upon receipt of the permit and subsequent to
meeting(s) with ECPD personnel to verify compliance; (6) the ECPD
meets in person with appropriate operations personnel including the
regional manager, area supervisor and plant operators -- the frequency and
number of such meetings held will depend on the complexity of the permit
terms and conditions; and (7) after review and agreement by all concerned,
ECPD, if necessary, will contact regulatory agency to propose desired
changes.

YOU PREVIOUSLY REFERRED TO A CAPITAL BUDGET
EVALUATION OR "BE" TEAM. DOES THE EXISTENCE OF
THIS TEAM SUPPORT A FINDING BY THE COMMISSION OF
THE FUNCTIONAL INTERRELATIONSHIP OF SSU’S LAND AND
FACILITIES?

Yes. The BE Team is an example of the functional interrelationship
between SSU’s land and facilities used to provide water and wastewater
service to our customers. The BE Team is comprised of the Regional
Managers, the General Manager-Operations , the Manager of Facilities

Analysis, the Manager of Plant Accounting, all engineers and other SSU

10
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personnel. 1 lead the team together with the General Manager-Operations.
The team is responsible for formulating SSU’s annual and 5-year capital
budgets and presenting the budgets to Company management. Once
approved, the budgets are presented to SSU’s board of directors for final
approval. From its inception, the BE Team has been responsible for
identifying the capital needs of every water and wastewater facility,
wherever in the state the facility may be located. The primary areas of
focus in determining the types and amount of capital improvements to be
made (within the limitations on capital available for investment) were the
size of the customer base served by a particular system, the level of prior
investment in the system and the existing rates of the system. Therefore,
prior to statewide uniform rates, the presence of representatives of the legal
and rates departments was more critical to the operation of the BE Team.
With the advent of uniform rates, these factors are less important so that
investment decisions can be made based on the need for a particular
investment to protect the health and safety of our employees, customers
and the environment, wherever in the state our land and facilities are
located (again, within the limits of the capital available for investment).
In short, the BE Team acts on the basis of SSU’s capital needs statewide,
regardless of county boundaries or specific system histories.

WHAT OTHER SERVICES ARE PROVIDED BY EMPLOYEES

BASED AT THE COMPANY’S HEADQUARTERS?

11
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The physical plant and lines in the ground would not even exist but for the
services provided by other SSU personnel including the environmental
compliance and permitting ("ECPD") departments which secure the
permits; the legal department which secures the franchise and zoning
approvals; the engineering department which designs the facilities; and the
construction management area which oversees construction, etc.

These Apopka based departments provide such services for all of
SSU’s facilities throughout Florida, The consolidation and coordination
of the efforts of these Apopka departments enable SSU to provide the best
services to SSU’s customers. For instance, the coordinated efforts of
experts from each of these departments results in SSU’s ability to maintain
a rules tracking team consisting of members from these areas and
operations personnel, as further described by SSU witness Kowalsky.
Services like this rules tracking service only can be provided by large
utilities like SSU which have the experience, expertise and economic
support to accomplish this service. Also, our efforts through the rules
tracking team have assisted SSU in keeping our costs as low as possible
through input in the rulemaking processes at the various agencies. As Ms.
Kowalsky also notes, SSU’s ability to attract and retain professionals in the
environmental compliance, permitting and legal areas has given us the
expertise necessary to persuade regulators to modify proposed rules, permit

requirements, or other requirements which they might have imposed on us.
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An example is the quick response SSU was able to take when
representatives of the St. John’s Water Management District contemplated
requiring SSU to relocate our wells serving customers in the Deltona
Lakes service area. A massive relocation of these wells could have cost
SSU in the neighborhood of $20 million. We have forestalled such a
requirement to date by working with the District and obtaining their co-
funding of a comprehensive water study instead. Services like the rules
tracking service are essential ingredients of SSU’s water and wastewater
service to our customers.

WILL ALL OF THE ACTIVITIES AND SERVICES PROVIDED BY
YOUR DEPARTMENT AND THE BUDGET EVALUATION TEAM
BE PROVIDED TO THE BUENAVENTURA LAKES, LAKESIDE,
SPRING GARDENS AND VALENCIA TERRACE SERVICE
AREAS?

Yes. The Buenaventura Lakes, Lakeside, Spring Gardens and Valencia
Terrace service areas will be incorporated into SSU’s utility system and
receive all of the services and activities from my department and the BE
team which I previously have described.

DO YOU HAVE ANY COMMENTS CONCERNING SSU’S
DIVISION OF WATER SERVICE CLASSIFICATIONS INTO
DISTINCT CLASSES FOR CUSTOMERS RECEIVING WATER

FROM CONVENTIONAL VERSUS REVERSE OSMOSIS

13
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TREATMENT FACILITIES?

Yes. I agree with the division of customers into two distinct service
classifications depending upon whether they receive water from
conventional versus reverse osmosis facilities. The principal distinction
between these two service classifications is the type of supply source
which must be tapped to provide them water. Conventional treatment is
all that is necessary to bring fresh water supplies regardless of process into
compliance with standards. On the other hand, reverse osmosis treatment
is required to meet these standards in areas where the fresh water supply
is absent and the predominant water supply is brackish. All things being
equal, the cost of building and operating reverse osmosis facilities will be
much higher than the cost of building and operating conventional treatment
facilities.

A review of the plant in service additions included in this
proceeding for the Marco Island and Burnt Store reverse osmosis facilities,
approximately $18 million and $3.7 million for approximately 6,100 and
700 customers, respectively, is an indication of this fact.

SSU IS PROPOSING THAT CERTAIN LAND PARCELS
PREVIOUSLY IDENTIFIED AS PLANT HELD FOR FUTURE USE
BE MOVED INTO PLANT IN SERVICE. COULD YOU IDENTIFY
THESE PARCELS AND EXPLAIN WHY MOVEMENT INTO

PLANT IN SERVICE IS REASONABLE?
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SSU is proposing that land we own in the following service areas be
moved from plant held for future use into plant in service: Citrus Springs
($3,400) (water); Deltona Lakes ($33,000) (water); Marco Island
($220,855) (water); and Marion Qaks ($9,900) (water).

The Citrus Springs site has been used to drill a test well to make
sure that the water quality and quantity will meet standards set by
regulations. The drilling of the test well assures that this site will be used
at a later date and the existing distribution mains installed to serve existing
customers are not oversized due to a central water treatment plant facility.
This site has been strategically located to serve the existing customers with
the most efficient and economic water distribution system.

The Deltona Lakes site has also been drilled with a test well in
order to provide existing customers with the most efficient distribution
system. Since the system was designed in 1967, this site was held for
future use. The evolution of new regulations has made this site an
exemption of the 500’ radius for wellhead protection since the drilling took
place prior to adoption of the rules.

The Marco Island site is a raw water supply that has been permitted
by the Corps of Engineers and permitting will be pending the approval of
a transmission line to the main in State Road 951. An agreement has been
reached with the agricultural interests regarding the easements to install the

line. This site will also serve as a mitigation for wetlands impact due to
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new regulations for our existing water supply.

The Marion Qaks site will be used for a new well due to relocation
of the existing well. The existing well was installed at the inception of the
Marion Oaks plant and regulations were more lenient then with only a 200
foot setback requirement from possible pollution sources. As of today, we
have not observed any problems with the well, but FDEP has required the
relocation of the facilities so the land will be used for the new well site
and should be included in rate base.

ARE THERE ANY OUTSTANDING CONSENT ORDERS
REQUIRING SSU TO TAKE CORRECTIVE ACTION?

There is one consent order for the Burnt Store water facilities which
requires SSU to eliminate the surface water discharge of the brine reject
from the reverse osmosis treatment process by April 1996. The costs
associated with complying with this consent order -- construction of an
injection well -- are included in the 1996 projected test year. Currently,
we anticipate timely compliance.

There is a Putnam County consent order outstanding for several
water plants. All work required under this consent order has been
completed with the exception of the Wootens plant where land acquisition
has been our hurdle to complete the improvements.

We also have an outstanding administrative order from the United

States Environmental Protection Agency for an exceedance of toxicity

16
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levels at our Woodmere facility. We have a toxicity reduction evaluation
in process and expect to be able to comply with the February 1996
deadline imposed by the order.

SSU believes this very limited number of outstanding consent
orders and administrative orders is evidence of the safe, efficient and
sufficient service we are providing to our customers.

DOES THAT CONCLUDE YOUR TESTIMONY?

Yes.
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BY MR. FEIL:

Q

Mr. Terrero, did you also have attached to your

prefiled direct testimony some exhibits, those identified as

RAT-1, consisting of 6 pages, and RAT-2, consisting of 22

pages?
A

Q
A

Yes, I did.
Do you have any changes to those exhibits?
No, I don't.

MR. FEIL: Madam Chairman, I would ask that Mr.

Terrero’'s RAT-1 and RAT-2 exhibits be identified as a

composite with the next exhibit number.

CHAIRMAN CLARK: That next exhibit number is

Exhibit 80.

Cross.

(Exhibit Number 80 marked for identification.)

MR. FEIL: Thank you, and I tender the witness for

CHAIRMAN CLARK: I take it he has no summary.
MR. FEIL: He does not.
CHAIRMAN CLARK: Okay. Mr. Riley.

CROSS EXAMINATION

BY MR. RILEY:

Q
A

Q

Good afternoon, Mr. Terreroc.
Good afternoon.

I would ask that you direct your attention to

Page 4 of your prefiled direct testimony, and down on Lines

JANE FAUROT, RPR -- (904)379-8669
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19 through 22 you talk about engineers cannot design water
transmigssion and distribution facilities on a lot count
basis, is that correct?

A That’s correct.

Q Does the PSC suggest engineers use lot count
method to design their facilities?

A I believe what I was trying to portray here is not
a way to design it, but actually the way that you’'re using
used and useful.

Q So, isn’t it correct that engineers have to design
a system based on standard engineering practices?

A That’s correct.

Q Isn’t it correct that engineering practices used
for designing water transmission and distribution systems
should remain the same no matter how much the customers are
charged for their water service or how much money the
utility is making?

A Come back with that question again, please.

Q Well, wouldn’‘t an engineer who is designing a
transmission distribution system design that system without
regard to any allocating of costs between current or future
ratepayers?

A I think they would design it in accordance with
the design standards based on the health and welfare of the

customers.

JANE FAUROT, RPR -- (904)379-8669




[S]

[« N | B R X

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

25

460

Q So that would be based on the engineering
standards?

A Yes.

Q Isn’'t it correct that the lot count method is not

an engineering design, but a method that the PSC uses to
fairly allocate utility costs between current and future
ratepayers or customers?

A Yes.

Q Okay. I would have you move on in your prefiled
direct testimony to Page 15, where you begin talking about
placing land -- certain items for future use into plant in
service. And on Page 15, I guess pretty much around Lines 1
through 11, you talk about a test well site at Citrus
Springs, is that correct?

A That’s correct.

Q Isn‘t it correct that Citrus Springs Systems is
one of the Deltona systems?

A Yes, it was.

Q And just like the Sunny Hills system, this is not
a densely developed area, is that correct? That the number
of undeveloped lots far exceed the number of developed lots?

A That’'s correct.

Q Subject to check, isn’t it correct that the ratio
is about 1,892 connections to 11,667 total available lots,

does that sound about right?

JANE FAUROT, RPR -- (904)379-8669
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Q
A

Q

I couldn’t tell you that. I didn’t count the

Excuse me, would you repeat that?

I didn’t count the lots.

461

Did you not come from the Deltona System when you

joined SSU family?

A

Q

Yes.

Do the figures I mentioned to you comport with

your understanding of that particular system?

A

lots.

I o N B o)

Q
developed

A

Q
A
Q

No. I believe Citrus Springs is around 35,000

Excuse me?
35,000.
Total lots available?

Yes.

And what do you believe are the total number of

lots?

I couldn’‘t tell you right now.

Approximately?

1,500.

1,500. Thank you. Okay. On this same Page 5,

Lines 7 through 8, you state the test well will be used at a

later date.

A

Do you know what that later date is?

At a later date could be in a couple of years.

Actually presently we are going with an expansion to the

JANE FAUROT, RPR --
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Citrus Springs system. And in 1996, we are supposed to have
a storage tank installed together with high service pumps.
Later on we are going to go ahead and put that well in
service into the tank to keep up the level in the tank.

See, the utility saves about six different gites on that
master plan, and the way really that you go with the
standards is you don’t go ahead and design a system without
having sites. So the utility actually made sure that we had
those sites available and then we are using as we go along.

Q But you do say it’s in excess of two years into
the future, if then, when this site will actually be
utilized, is that correct?

A No, the site will be utilized in 1996. We already
have approved plans to install a storage tank and high
service pumps on that site. On that same site you have a
well that might be used to replenish the tank.

Q But the actual well you say will not be used until
some uncertain date in the future?

A That’s correct.

Q Isn‘t it correct that the current demand of 707
gallons per minute does not need another new well, because
there is now approximately 1,500 gallons per minute well
capacity in the system?

A Would you repeat the guestion, please.

Q Is it correct that the current demand of 707

JANE FAUROT, RPR -- (904)379-8669
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gallons per minute, which I understand is the ‘96 projected
without a margin of reserve, does not need another new well,
because the 1,500 gallons per minute well capacity is
currently available?

A I don’t know. The 700 gallons per minute that you
talking about, is that average day, maximum day, peak hour,
and all average, what is it?

Q To my understanding it’s maximum day without a
margin of reserve.

A Well, if you have a 700 per minute for maximum
day, you’re not accommodating the peak hour, so how are you

going to supply the peak hour flows?

Q Do you not have a ground storage tank at this
facility?

A No, sir.

Q No storage?

A No storage at this facility. The only storage you

have is the hydropneumatic tanks, and that is not considered
storage.

Q Also, on Page 15, Lines 18 through 22, and I think
it goes over slightly into Page 16, you talk about the raw
water supply site for Marco Island, is that correct?

A Yes, sir.

Q Now, in your deposition didn‘t you say that SsSU

does not have an easement to lay the raw water main to Marco

JANE FAURQOT, RPR -- (904)379-8669




LT Y]

[ I S|

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

25

464

Island, and that the project will probably be done in 199772

A That’'s correct. I say that we will probably start
the project in 1996/1997, we are in the process of acquiring
easements, and that is what we are requesting. The
application with the water management district is completed
with a section of the easement, and we feel that we have put
a lot of money on this site. The utility has been really
very forward in going ahead and acquiring this land back in
‘84 to make sure that we have a water supply. So what we
are requesting is that we be treated like any other utility,
like a power utility. You have a case in 1980 of Gulf Power
where a site which was going to be used -- this is back in
1980 -- a site that was going to be used in 1995 was granted
about $1.5 million for this site, and then at the same time
it was not known if they were going to use the site in 1995.
And I still don’t know if they have used it.

Q Nevertheless, existing customers cannot use any
water that comes from this new raw water supply site in

1996, isn‘t that correct?

A No.

Q Yes, that is correct?

A Not for 1996, but --

Q But after '967?

A We are going to start the construction in 1996 and

complete in 1997/1998. What I‘'m saying is the existing
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customer will benefit with the water supply that we have
there. You know, you have to really see what the sites mean
to our customers down in Marco. The reason being is, you
know, if we don’t get -- in the last rate case we got blown
out of the ground and we actually didn’t get anything for
this site. I was very upset with that issue. But, you
know, I‘'ve always been a proponent of the customer being the
first priority, so actually we look -- if I could go one
more minute.

Q I really feel satisfied with your answer. I guess
if you want to elaborate, but I feel like my question was
answered.

A What I want to say is that actually we invested
this money actually for the existing customers, not even the
future customers. Because as a company if we don’'t make the
revenue that we have to make, what we are going to try to
do, or I will advise the management to do is sell this
property, and then when we come back, we buy this property
again. The condemnation costs will be probably three or
four times this 160 acres. We just bought one site of 212
acres for $8 million, so actually the $200-and-something
that we are talking about here is peanuts.

Q Well, Mr. Terrero, though, if good planning
practices calls to have this plant held for future use, to

have it available to meet the future needs of new customers,
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can the utility not recover its investment in these
properties with the use of AFPI, allowance for funds
prudently invested?

A I don’t think so.

Q And why not?

A Because that is a cost that you are going to
acquire in the future. You don‘t know if the customers are
going to be there to actually bill those customers for it,
and I'm not an expert in AFPI.

Q Are you aware enough of AFPI to know that there is
an interest element built into that charge that over time
the utility has the right to collect a larger and larger sum
over some fixed term?

A I believe the utility has invested the money in
that line already and should be granted the money that we
have invested. Like I said, we can always opt to sell the
preoperty and then go back and try to acquire it again, and
then we will incur a lot of money for the existing and
future customers. 1 think what you’re saying is don’t be
prudent and buy this land.

MR. RILEY: No further gquestions at this time.
CHATRMAN CLARK: Mr. Twomey.
MR. TWOMEY: Yes, ma’am, thank you.

CROSS EXAMINATION

BY MR. TWOMEY:

JANE FAUROT, RPR -- (904)379-8669
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Q Good afternoon Mr. Terrero.
A Good afternoon.
Q Oon the hydraulic flow analysis, you‘re sponsoring

that for just four systems, is that correct?

A A portion of it, yes, sir.

Q I'm sorry?

A A portion of it.

Q Now, based upon my reading of your testimony, you
are promoting the hydraulic flow methodology, if I
understand you correctly, because you personally were
involved in the engineering of those systems, is that
correct?

A That’s correct. And I think that’s the standard
design to design the system, that’s why I say that it should
be done that way.

Q Okay. But presumably if it’s true for those four
systems that you are personally knowledgeable of, then it

would follow, would it not, that it should be true for all

systems?
A That’s correct.
Q So this is a foot in the door approach, correct?
A What do you mean by that?
Q Well, I mean if the Commission were to accept your

analysis that the hydraulic flow methodology was appropriate

for four systems, then the next case it would be all of
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them, right?
A Wwhat I'm saying is that is the standard way of

design a system that is the most economic for our customers,
and that’s the way we design it.

Q Okay. But, again, as pointed out by Public
Counsel, you can design -- there is nothing to preclude your
company or any other utility from designing a system using a
hydraulic flow analysis and still have rates set on a

different methodology, correct?

A I don’t follow your question.
Q You can have -- isn’t it true that you could have
a system designed -- you could design a system on hydraulic

flow methodology, right?

A That’s correct.

Q And there is nothing to stop the Public Service
Commission, not as engineers, but as economic regulators
from establishing rates and calculating used and useful
investment on a different methodology. For example, the
connected lots, right?

A I don’'t agree with the connected lots. I agree
with the flows and the water distribution system, and I
think the Commission has a staff that can do that. They can
evaluate that and come up with the right answer. I think
counting lots is more of an accounting issue, it‘s not an

engineering issue.
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Q Okay. And the proposal that you're offering
results in a higher percentage of used and useful for those

systems, right?

A It very well could be.
Q No, I'm sorry, let me ask you this. Did you
propose -- do you or not know whether for the four systems

you have offered this, whether or not it results in a higher
used and useful calculation?

A I don‘t know that. I didn’t count lots. All I'm
saying here is that if you're going to design the system you
should design it with a water distribution analysis. The
way that real engineers do it. 1If you want to go to Mickey
Mouse, then you do it counting lots. But real engineers go
to the real stuff, they go and take Cybernet (phonetic), or
any hard cross analysis and really do it the right way.
Otherwise, it’s not done right.

Q Okay. Let me ask you about the lead exceedence at
Beacon Hill. Have you had an opportunity to do anymore
research of that situation since your deposition?

A A little bit more, ves, sir.

Q Okay. Let me ask you first, do you know whether
or not your company has conducted or has assisted with
testing at the Beacon Hill and Cobblestone plants, tests
that were performed in March of this year?

A I didn’t hear your question.

JANE FAUROT, RPR -~ (904)379-8669




P

o=

S Ln

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

25

470

Q Did SSU have conducted water analysis on the

Beacon Hill and Cobblestone plants in March of this year?

A Yes, we did.

Q Okay. And have you received the results on those
tests?

A Yes, we did.

Q Okay.

A As a matter of fact, we conducted the tests

earlier than were supposed to be done.

Q Okay. They were conducted in March?
A Yes. We could have delayed until June.
Q Okay. On what basis? On what basis could you

have delayed until June?

A We have until June to take the samples.

Q Now, I'm advised that the tests you conducted in
March of 1996 showed that some sites in Beacon Hill again

exceeded the lead action level, is that correct?

A That'’'s correct.

Q At how many sites, Mr. Terrero?

A I think we took 50 samples, and there was seven
exceedences, and those exceedences are in action level. I

want to mention to the Commissioners here that this is not
the only system in the State of Florida that has actually
exceeded copper and lead. I happened to get a report from

the Department of Environmental Regulation in order to make

JANE FAUROT, RPR -- (904)379-8669




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

25

471

sure that I had answered Mr. Twomey’'s questions, and
actually of 2,136 systems -—-

MR. TWOMEY: Madam Chairman, that answer is not
responsive to my question. If SSU’'s counsel wants to ask
him that on redirect, I would just as soon that we have the
witness do his redirect on SSU’'s time.

THE HEARING OFFICER: Mr. Terrero, I do agree that

I think that you are about to go beyond answering his
question, and it is appropriate for redirect.

MR. TWOMEY: Okay, sir. Thank you. You can do
that later.

BY MR. TWOMEY:
Q You said that there were seven lead exceedences

out of 50 sites, is that correct?

A Of 50.

Q Yes, sir, 50. And what were the exceedence level
is 15 -- what is it, what is the exceedence level for lead?

A 15 micrograms per liter.

Q 15 micrograms per liter?

A That’'s correct.

Q And what were the exceedences for the seven?

A I couldn’t tell you the exact levels that we had

in there, but we exceeded seven, so will be the exceedences
that we had actually that triggered the action level.

Q Okay. And how about the -- I'm advised as well

JANE FAUROT, RPR -- (904)379-8669
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that the copper action level was exceeded at Cobblestone, is

that correct?
A That’'s correct.

Q And how many of the exceedences were there of how

many tests?

A We had seven out of 43.

Q Seven of 437

A Right.

Q Okay.

A Could I mention to you that we are requesting from

Duval County to put these two systems together, and since
you made me kind of work in this area here, I went ahead and
talked to them, and if we put them together, we don’t exceed
any levels, any action levels. How do you like that?

Q I don’t know, let’s explore that. 1It’'s my
understanding that when you do a test that an exceedence
level is based on the sample, the tap drawn at a specific
location. 1Isn’t the chemical analysis done on the specific
homes or taps?

A Yes, it’s done at the house and it’s done as the
first draw.

Q Sir?

A As first draw. So you have to have it six hours
in the mains or in the house, then in the morning you take a

sample.

JANE FAUROT, RPR -- (904)379-8669




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

25

473

Q Okay. And you have just testified that out of 50

samples there were seven that exceeded the lead level,

correct?
A That’'s correct.
Q So how does having some type of -- my

understanding was that the Cobblestone and the Beacon Hill
systems were already interconnected, isn’t that true?

A They are interconnected, yes, sir.

Q Okay. So what was your point that if you joined
them together that there would not be any exceedences?

A What I'm driving at that we took 50 samples in the
Beacon Hill area and we took 43 samples in the Cobblestone
area. If you add those two together, you’'ve got about 93
samples, and if you take eight samples of lead that doesn’t
exceed 10 percent, if you take nine samples of 93, that
doesn’t exceed the copper level, either.

Q I see. 8o if you get them treated -- that there
is a concern, a legitimate reporting concern now by the
number of percentage of exceedences, but if you get a change
in the paperwork that that problem will disappear, is that

what you’re testifying to?

A That's correct.

Q I see.

A The action level won’'t be triggered.

Q Because the lead exceedences are occurring just in
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the Beacon Hill area, aren’t they, Mr. Terrero?

A That’s correct.

Q And the copper exceedences are occurring just in
the Cobblestone area, right, Mr. Terrero?

A That’s correct.

Q Right?

A Yes.

Q and what I hear you testifying to is that if you
get the health department in Duval County to let you average
the tests in Cobblestone, where only copper exceedences are
occurring, with the tests in Beacon Hill, where only the
lead is occurring, that on paper on average everything will
be okay, is that right?

A That’s correct. It should be noted that the water
management district treats these two systems as one system,
it’s under one permit. And I believe the PSC also has them
under one system.

Q One system? Did you use the right word? One
system?

A One utility.

Q One utility?

A That’'s correct.

Q Okay. I thought SSU was a utility and a system?

A We are one utility, and our central point is in
Apopka.
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Q Now, irrespective of the logic of averaging -- so
that paper exercise you just testified to would be one of
the advantages that Mr. Mynatt would gain from having the
functional interrelatedness that you’re offering, is that
correct?

A I don't follow your statement or guestion, I don’t
know what it is.

Q Well, we’ll let is pass. Did you hear Mr.
Mynatt’s testimony this morning?

A No, I wasn’'t here, I'm sorry.

Q There is a requirement, is there not, that when
you exceed the lead level, the action level, that you are to
engage in public education, is that correct?

A Yes.

Q Okay. Now, when I asked in your deposition con
April 18th, 1996, you told me that you didn’t know whether
the company had strictly complied with the Florida

Administrative Code rule requirements, correct?

A Correct.

Q Have you had an opportunity to ascertain whether
they have?

A Yes,.

Q And did you find that you had, Mr. Terrero, or

that there was some instances where you did not comply?

A We had a notification that we were late.

JANE FAUROT, RPR -~ (904)379-8669




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

25

476

Q Sir?

A We had a notification that we were late. But, you
know, one thing that you have to be aware of is that we have
notified the people before. We have not -- in the two
samplings that we had before, we did not exceed the levels
and we were supposed to report on 12/21/94, we didn‘t send
it out until May 1995.

Q You were supposed to report in December of 19947

A That‘s correct.

0 And you didn’t do it that until May?

A That’s correct. But it should be noted also that
we are treating for the exceedences that we have. We have a
system in place to treat the lead and copper.

Q Yes, sir. But is that why you think they have --
the Department of Environmental Protection has rules passed
that require public education on lead, or is it so people
can gauge whether they want to drink the water or not?

A I think that the public notification was late and
that’s all there is to it. You know, it fell through the
cracks. We notified everybody in November that we had to do
it and it just fell through the cracks.

Q Okay. Now, let me ask you this. When you got
around to doing it in May, did you follow each and every one
of the requirements of the rule?

A Well, we went and took water quality parameters on
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12/6/94, we went to customer notification to those who
failed and those who passed 11/94. We inserted notices in
customer bills in 5/01/95. Submitted information to
regulatory department’s in 5/02. Delivered pamphlets and
brochures on 5/03. Submitted the public service
announcement to radio and television on 5/02., And, actually
the corrosion control study was supposed to be completed on
April 24, ’95, and we actually submitted it March 3rd, 1995.
So we were ahead. We were proactive on that one.

Q Let me ask you this. 1Isn’t it true that the rule
specifically requires that you will print a statement about
lead exceedence on the bill itself in large print?

A Yes.

Q And my question is did you do that?

A I have one notice here that we have it. I don’'t
know if all the bills will have it, but I have one notice
here that does have the note. And it says, "Some homes in
your community have elevated lead levels in their drinking
water. Lead composes a significant risk to your health.
Please read the enclosed notice for further information."
And I believe the information was enclosed.

Q I'm sorry, is it your testimony that that
statement was printed on the bill itself?

A Here is a copy of the bill.

Q And can you testify that the company printed that
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notice on all the bills during the period required?

A I couldn’t tell you that.
Q Well --
A But I imagine if it went in one, it’s a

computerized system, so it should have gone in all of them.

Q Yes, sir. 1 attempted to ask you to check on
that. So you don‘t know, is that your testimony?

A Well, what I'm saying I didn’t check all the bills
to see if we have all the notices in every bill. I randomly
picked one and we had it on it.

Q Okay. If Mr. Mynatt had all of his bills for the
period, and his bills don’t have that statement on there,
isn‘t that evidence that you didn’t have it, then?

MR. FEIL: Objection, asking the witness to
evaluate the evidence. I mean, Mr. Terrero has already said
that he didn’t know whether or not every bill had it on.

How many times do we have to have him answer this question?
BY MR. TWOMEY:

Q Did you deliver pamphlets to the public schools
and local schoolboards?

A I think there is a kindergarten school, and we

delivered pamphlets there, yes, sir.

Q I mean, to all of them in the area?
A There is only one.
Q Okay. Daycare facilities?
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A Yes, sir.
0 Pediatricians?
A I don’t know about that. But we delivered -- most

of our facilities are domestic homes, and the only one that
we had was the daycare, and we delivered to the daycare.

Q The exceedence level that just occurred in March
of 1996, have you started an education program with respect
to that exceedence?

A We sent -- usually all the verbiage of it has to
be approved by the health department, and actually the
health department has it in their hand. We just got back, I
believe Friday we got back from them some changes in the
verbiage, and we will be sending it out. The next billing
time is May 20th, so at that time we will be sending the
information. Even though if we joined those two systems, it
doesn’t have to be sent, we will be proactive and send it
out anyhow.

Q Okay. Mr. Terrero, I want to ask you some
questions about the Enterprise system. Now, I took from --
and this is related to your -- let me ask you first, you
talked at some point, I think on Pages 10 and 11, about the
budget evaluation, the capital budget evaluation team?

A Yes.

Q And you suggest on Page 11, apparently, that with

uniform rates that the job of the budget evaluation team is
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easier because you don’t have to apparently involve your
legal department and your rate department, is that correct?

A Actually, the rate department. I might have said
legal, but rate department would be the one to -—-

Q Okay. I just wanted to be sure I understand you.
You say starting at Line 5 of Page 11, "From its inception,
the BE team has been responsible for identifying the capital
needs of every water and wastewater facility wherever in the
state the facility may be located. The primary areas of
focus in determining the types and amount of capital
improvements to be made (within the limitations on capital
available for investment), were the size of the customer
base served by a particular system, the level of prior
investment in the system, and the existing rates of the
system. Therefore, prior to statewide uniform rates, the
presence of representatives of the legal and rates
department was more critical to the operation of the BE
team. With the advent of uniform rates these factors are
less important, so that investment decisions can be made
based on the need for a particular investment to protect the
health and safety of our employees, customers, and the
environment." And you go on. And my question to you is
that with uniform rates is it easier because you don’t have
to worry about the immediate impact on the customers of that

system in terms of their rates?
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A Uniform rates, I feel that uniform rates help all
the small communities with all the improvements that has to
be made. But, you know, in the same token, you’ve got to --
I think somebody mentioned it before, 70 percent are for 66
of our customers in 10 of our largest utilities. So
actually the uniform rates will help the small utilities to
be able to afford to -- like we are talking about these lead
and copper facilities, and, for example, if you have, let’s
say in the Beacon Hill area, if for any reason we have to
take out the outfall that we have on St. Johns River, it is
going to be an expensive proposition. And we are talking --
I think I mentioned about 7 or $8 million, and it will be a
real rate shock for those people. So you will distribute
that at Spring Hill, Citrus Springs, that area. We are
talking about some sinkholes out there. B8So, you know,
because you have the water today doesn’t mean that you’re
going to have it tomorrow. There is new regulations, there
are things that come up that you don’t expect to come up and
they do come up.

Q Okay. Now, you are in receivership of the
Enterprise system that is near the -- I guess near the
Deltona area, is that correct?

A Yes, sir.

Q Now, I asked you during your deposition whether -—-

who decided to take the receivership of that system. Do you
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recall?
A It was Deltona, Deltona Utilities.
Q No, I‘m sorry. I asked you who in your company

made the determination that you would act as receiver for
that system?

A I don’t recall. It was actually a receivership
already when SSU took the systems. That was done during
Deltona times.

Q So you got it as part of your deal of taking -- am
I correct in understanding that you got the receivership
when you purchased the Deltona system?

A Yes.

Q Okay. So, presumably you knew what you were

getting into, right?

A Yes.
Q That was part of deal?
A Yes.

MR. FEIL: Excuse me. By "the deal," was Mr.
Twomey referring to the acquisition of Deltona Utilities, is
that correct?
MR. TWOMEY: Yes.
MR. FEIL: Thank you.
BY MR. TWOMEY:
Q Is that correct?

A Yes,
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Q Now, someplace in your deposition I think I recall
you saying that there is some $750,000 worth of
rehabilitation that has to be done to the Enterprise system
to bring it up to par, is that correct?

A what has to be done is the effluent disposal
facility that we have there is not percolating anymore, and
in order to bring it to standard, what would need to be done
is to extend a forced main from there to Deltona, and it is
approximately $750,000, yes.

0 Okay. And I thought I also recalled you saying
that it would be your recommendation not to make those
repairs and expend that money unless you could have an
assurance of uniform rates, isn’'t that correct?

A That's correct.

Q And why?

A Because the people who live there, it’s a small
customer base, and it’s going to be a real rate shock. We
are talking a lot of money for a system that only has about
200 customers, I believe it is.

Q I see.

A Subject to check.

Q I see. Now, and you don‘t think it would be fair
for those people to have to pay for the repairs necessary to
bring their service --

MR. FEIL: Objection. I don’t believe Mr. Terrero
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has testified about fairness.
BY MR. TWOMEY:

Q You think the rates would be too high if they had
to pay the cost of those capital improvements themselves?

A That’s correct.

Q Okay. Are you aware that counties are obliged to
act as receivers of last resort if private utilities don’t
act in their stead?

A I'm not.

Q You say in your deposition that -- I think you
said, did you not, that SSU wouldn’t have made the large
capital expenditures in Palm Valley had it not been for the
expectation of having uniform rates, is that correct?

A I think I mentioned something like that, yes.

Q Do you recall off the top of your head, Mr.
Terrero, how much money SSU expended in improving the Palm

vValley system?

A I think it was close to a million dollars, subject
to check.

Q Wasn’'t it, in fact, in excess of a million
dollars?

A I couldn’t recall. I think it’s $1 million,

something like that.
Q Yes, sir. Do you have available to you -- I'm

sure one of your attorneys would. Could I ask you to look
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at Volume 2, Book 4 of 4 of the company’s MFRs.

COMMISSIONER KIESLING: Mr. Twomey, do you have a
copy of that page for us?

MR. TWOMEY: I don’t have it, no.

COMMISSIONER KIESLING: Okay. I had thought that
at the prehearing I had asked everyone -- perhaps you had
left before that -- asked everyone to have a copy of the
pages of the MFR that they were going to use.

MR. TWOMEY: I probably did, and I apologize. And
not an excuse, but a reason is that I didn’t find this page
until about an hour age, okay. So I apologize for that.
And I will endeavor to do better Wednesday.

BY MR. TWOMEY:

Q Do you have that, sir? Would you turn to
Page 2027

A Okay.

Q That page purports to show plant-in-service

additions by project from the last rate case through 1996,

correct?
A That’'s correct.
Q Now, for Palm Valley it shows, does it not, for

the water system for the year 1985 through ‘91, total
expenditures of a subtotal of 300,642, is that correct?
A That’s what it says, yes.

Q Okay. And alsc for water for the period 1992 to
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1994, it shows expenditures of 872,359, correct?

A That’s correct.

Q And the largest single capital expenditure that
occurred during that period is the water distribution/system
improvement one under regulatory mandate, which cost
823,467, correct?

A Correct.

Q It shows the year 1993, and my question is do you
know whether the project was completed in 1993 or it was --

A I don’t know. I think that Dennis Webster will be

able to answer that question for you.

Q Mr. Webster can?
A Yes.
Q Okay. So you said in your deposition, did you

not, that you, or SSU, would not have made these large
improvements in Palm Valley had you not the expectation of
having uniform rates, correct?

A That’s correct.

Q There are only some 199 or 200 or so customers in
Palm Valley, isn‘t that correct?

A Subject to check, yes.

Q It’s a small system roughly on a par with
Enterprise, is it not, Mr. Terrero?

A Something like that, yes.

Q Okay. If you know, sir, tell me, isn’t it true
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that the relatively large capital expenditure here was
required of Palm Valley because you essentially replaced the

entire water distribution system?

A That’s correct.

Q To include the meters?

A No, I don’t believe the meters were changed.
Q But you essentially replaced the entire

distribution system because of the failings in the old
system, correct?

A Correct.

Q And isn’‘t it true that you abandoned the water
treatment facilities that were in existence at Palm Valley
and constructed a pipeline to -- in other words, to take
purchased water from Intercoastal?

A That’s correct. The amount of water that we have
there was insufficient, and the quality of the water wasn’t
of good quality to provide the customer what we needed.

Q Okay. Do you know of your own personal knowledge
whether SSU’s personnel ever told the customers of Palm
Valley that they shouldn’t worry about the rates resulting
from those large capital improvements because they would be

dispersed across the state through uniform rates?

A I don’t know if we did or not.
Q Ckay. Did you make any such statements to
anybody?
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A I don’t think I did.

MR. TWOMEY: I apologize for doing this again,
Commissioner Kiesling, but this one I just found at the same
time.

BY MR. TWOMEY:

Q I want to ask you very quickly, Mr. Terrero, to
look at Volume 2, Book 1 of 4 of your MFRs, and refer to
Page 15.

MR. FEIL: I‘m sorry, Mr. Twomey, you will have to
wing it.

MR. TWOMEY: I will loan him my copy.

BY MR. TWOMEY:

Q And I would ask you to look at, I guess, what is

line or System 98, near the bottom of the page, sir, for

Palm Valley?

A Okay.

Q Located in St. Johns County, correct?

A Yes, sir.

Q Okay. The type of certificate that you have is a

grandfathered certificate, right, as shown on the rightmost
column?

A I don't know. I didn’t prepare this format that
we have here, and this will be like what I was letting you
know before, this is like an engineer trying to accounting.

I cannot follow that chart that you have here,.
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Q I‘'m sorry, let me ask it differently.
Irrespective of how it got there, doesn’t the rightmost
column that goes with Palm Valley indicate that the type of
proceeding was a grandfather certificate?

A That’'s what it says. I don’t know what it means.

Q And the column, the issue date immediately to the
left of that says 04/29/1994, correct?

A That’s correct.

Q Now, if you remember this, Mr. Terrero, doesn’t
that reflect the fact that St. Johns County had jurisdiction
of the Palm Valley system immediately prior to the
grandfather certificate?

A It could have been. I don’t know.

Q If St. Johns County was regulating the Palm Valley
system, how could you have had an expectation of having
uniform rates when you made those capital improvements?

A I couldn’t tell you.

Q But you did testify, did you not, Mr. Terrero,
that --

A Yes, I did.

Q -- that you made those capital improvements with

the expectation that they would be covered by uniform rates,

right?
A That’s correct.
Q Okay. Someplace in your testimony I think are the
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-- and this is about the end -- you’ve indicated that there
are ten reverse osmosis wells on Marco Island, right? There
were ten dug or you are in the process of digging five more,

is that correct?

A That’s correct.
Q And are they not 12 to l6-inch wells?
A I don’t know the exact size. I think they are 12

inches, subject to check.

Q Okay. You mentioned a moment ago the notion of
sinkholes in Hernando or Citrus County, right?

A I thought we had done away with that already.

Q Done away with what?

A Yes, I did.

Q The question, Mr. Terrero, is real
straightforward. I asked you -- and the issue here goes to
the -- goes to the life lifespans of the reverse osmosis

wells on Marco Island. And that is, we discussed in your
deposition, did we not, that you understood that there was a
phenomenon called subsidence, correct?

MR. FEIL: Objection. I don’'t believe this is
relevant to any issue raised in this proceeding.

MR. TWOMEY: I just said I believe it was relevant
to the wells. Now, is the answer, is there a specific issue
number directly related to the lifespans, used and useful

lifespans of the reverse osmosis wells? No. But I think
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it’s encapsulated in the larger issue of the used and useful
lives of the property at that location.

MR. FEIL: Used and useful.

MR. TWOMEY: Yes. And the simple question I want
to ask him, Madam Chairman, is whether or not he knows as an
engineering whether they can preclude the possibility of
subsidence at Marco Island, which is a concern, as a result
of the amounts of water they are going to be permitted to
withdraw?

CHAIRMAN CLARK: You may answer the question, Mr.
Terrero.

MR. FEIL: Commissioner, also, if I may, if Mr.
Twomey is going to be referring to questions from Mr.
Terrero’'s deposition, it would seem to me beneficial if Mr.
Terrero had his deposition with him, or if Mr. Twomey would
refer to what portion of the deposition before Mr. Twomey
starts quoting Mr. Terreroc’s deposition.

MR. TWOMEY: Madam Chairman, I didn’t quote, I
believe, at any point Mr. Terrero’s deposition. I asked him
wasn’t it true that he said certain things in there. If
someone wants to suggest on redirect that that’s not true or
whatever, that’s fine. But I wasn’'t trying to use it
specifically to suggest that he was not being consistent
with the deposition.

CHAIRMAN CLARK: Mr. Twomey, let’s go back to the
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question you did ask. Can you ask that guestion again so
Mr. Terrero knows what it is he has been asked to answer.
MR. TWOMEY: Yes, ma’am.

BY MR. TWOMEY:

Q You are a professional engineer?
A Yes, sir.
Q Okay. And my question to you is are you aware of

a phenomenon known as subsidence?

A Yes, but not at Marco Island.

Q But what is to your knowledge the notion of
subsidence?

A It’'s just that the surface goes down. But this

doesn’t happen in Marco Island. You're trying to get this
issue going. This is not an issue. We have hydrological
people. You have deposed, your office has deposed people on
this, and there is not an issue. This is like asking us to
decide for earthquake or asking us to decide five feet
underground for the water lines because we feel that it’'s
going to freeze down in Marco. It’s not an issue.

Q Yes, sir. But can you testify of your own
personal knowledge that subsidence is not possible at Marco
Island given the level of withdrawal permitted for those
wells?

A There won‘t be subsidence in Marco Island, because

that’s what the hydrologic people say. To take the amount
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of water that we are taking out of Marco Island is like
taking a 55-gallon drum and taking an eyedrop and taking a
drop out of there. That’'s what it is. And it is recovered
again by rainfall. The pressure is so high in Marco Island
that the water raises about 15 feet up in the air from the
aquifer, not from the water mains.

Q Yes, sir. And isn‘t it true that that pressure
has been reducing over time, or do you know?

A It has been the same since I have known Marco
Island. That goes back to 1966.

Q So it’s your testimony based upon your knowledge
as an engineer that it cannot happen, is that it?

A That’s correct, not on Marco Island.

Q Not based on the information of others, but based
upon your personal knowledge as a professional engineer,
you’'re saying you have investigated that and it cannot
happen?

A Based on the information that the hydrological
people have given me, I say that there is no subsidence in
Marco Island. 1It’s not an issue.

Q And the last part on this is, which engineers have
you spoken to that have given you this information?

A ViroGroup and also the water management district.
I don‘t know if you‘re aware, we also got from the water

management district a 20-year permit to get the 8.2 million
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gallons per day, that huge amount of water that we are going
to pull out. So that’s a 20-year permit, and it has
conditions to look at it, but there is no subsidence issue
as stated by the water management personnel.

Q Do you know whether the water management district
loocked at this issue, the subsidence issue?

A They look at all the possibilities that they have
when they drill, and it is not an issue. 1It‘s like saying
earthquake on Marco Island. It’s not an issue. It’s not.

Q Yes, sir. But do you know whether they looked at
that specific issue?

A They don’t have to look at that issue, but they

look at the hydrologic formation and it’s not an issue.

Q And somebody told you that?

A Yes.

Q Who told you that?

A ViroGroup.

Q And --

A I checked with ViroGroup after I talked to you.

There is not an issue. You know there is not an issue
because you had them deposed, and also the water management
district was deposed, and it‘s not an issue. I mean, how
many times do I have to say it? 1It’s not an issue. 1It’s
not.

Q Okay. What are your current plans on Enterprise,
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Mr. Terrero? Are you going to go ahead and make those
improvements or are you going to await the outcome of the
rate structure?

A At this time we are not doing any improvements at
all.

Q Okay. How about other improvements, like the
enclosed chlorine buildings that we talked about in your
deposition?

A As I said before, the system that you are talking
about was the system that was approved and actually by the
department at this time that it was built and at the time we
get rate relief then we might think about enclosing those
chlorine facilities.

Q Okay. Is that specific project that you just

referred to, is that included in your test year?

A Neo, it’s not.
Q It's not?
A I don’t believe it is. You will have to check

with Dennis Webster, but I didn’t believe it is.
MR. TWOMEY: O©Okay. Thank you, that’s all I have.
CHAIRMAN CLARK: Thank you. Staff, how much do
you have?
MR. PELLEGRINI: About 15 minutes.
CHAIRMAN CLARK: Why don’'t we go ahead and take a

20-minute break to allow you to go get our meals microwaved,
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and also for those people who need to have dinner brought
in, it will give you an opportunity to order it and make
arrangements to have it brought in so you can eat if you so
choose.

MR. ARMSTRONG: Madam Chair, do you have any
knowledge of how long we are going to go tonight, how late?

CHAIRMAN CLARK: I believe we will go until about
8:00 o’clock. It depends on how quickly we get through
things. We’ll reconvene at 20 till 7:00.

{Dinner recess.)

CHAIRMAN CLARK: We will reconvene the hearing.
Mr. Pellegrini.

CROSS EXAMINATION

BY MR. PELLEGRINI:

Q Mr. Terrero, good evening.
A Good evening.
Q Let me begin by referring you to Pages 9 and 10 of

your direct testimony. There you speak about the permit
familiarization process, is that correct?

A Yes, sir.

Q Let me ask you this, would you agree that a small
service area, such as Sunny Hills, would not have access to
the resources provided by the environmental compliance and
permitting department if it were required to apply for

permits independently?
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a Come back with that question again, please.

Q Considering a small service area, such as Sunny
Hills, would you agree that it would not have access to the
resources provided by the environmental compliance and
permitting department if it were required to apply for
permits independently?

A All the permitting that we do for all of our
utilities is done from Apopka, and Sunny Hills is no
exception.

CHAIRMAN CLARK: Mr. Terrero, if I understand what
he was asking, if Sunny Hills had to do it itself, if it
were a separate entity, would they have the personnel to do
that?

THE WITNESS: Probably would have to have either
personnel or a consulting engineer to do it for them.

CHAIRMAN CLARK: Okay.

MR. PELLEGRINI: And that was the appropriate
follow-up question, thank you.

BY MR. PELLEGRINI:

0 Moving to a different subject, Mr. Terrero, for a
moment. Or going back to a question really that Mr. Twomey
asked you concerning Enterprise and Deltona Utilities. 1It'’s
true that you were employed by Deltona Utilities prior to
their takeover by SS8U, you 