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AQUA UTILITIES FLORIDA, INC.
DIRECT TESTIMONY
OF
DANIEL T. FRANCESKI

(Dacket No. 080121)

What is your name and business address?

>

Daniel T. Franceski. My business address is 30 Glenn Circle, Erdenheim,

Pennsylvania 19038.
By whom are you employed and in what capacity?
I am an independent consultant.

Please describe your education and business experience.

> © > 0

I graduated from Lehigh University and worked for 37 years for a regulated utility, Bell

of Pennsylvania / Beil Atlantic / Verizon.
What is the purpose of your testimony?
The purpose of my testimony is to discuss the calculation of AUF’s proposed

consolidated rate structure, including repression adjustments and proposed interim

rates.
Are you sponsoring any exhibits in this case?
Yes, I am sponsoring Exhibit DTF-1, which is attached to my testimony.

Were these exhibits prepared by you or under your direction and sapervision?

S - B =

Yes, they were.

AUF’S PROPOSED RATE STRUCTURE CALCULATIONS

Q. What is AUF proposing in this current rate case?
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As stated by AUF witness Rendell, AUF is proposing a statewide uniform rate
structure for its multi-system utility. AUF’s proposed rate calculations take into
consideration the guidelines on subsidies and affordability discussed in staff witness
Stallcup’s testimony in Docket No. 060358-WS, on August 21, 2007.

Could you explain the proposed rate structure calculation method?

AUF’s proposed rate structure began with calculating the stand alone rates for each
system based on the individual revenue requirement per system. Then the billing
determinants, rate bases, expenses, and debt structures of all systems were combined to
calculate 2 single consolidated rate structure. For each system, that consolidated rate
structure was then adjusted to limit any subsidies to the level identified by Staff
Witness Stalicup, and any revenue shortfalls were made up by raising the rates of the
remaining systems. Then, if necessary, the rates were capped at the affordability levels

identified by Staff Witness Stallcup.

The water rates were then adjusted for repression, as described below, and again for
subsidy caps, resulting in 50 different proposed rates for the 57 water systems. Using
the rates resulting from the capping and repression adjustments, a comparison of
proposed water monthly bills at 5,000 gallon nsage for all the systems showed that the
vast majority (uncapped) were within one standard deviation of approximately a dollar,
with only a few capped systems falling below. A single rate for all 57 systems was
then calculated by applying repression adjustments to the originally calculated
consolidated statewide rate (without capping), resulting in a rate lower ﬂlgn the average
of the majority mentioned above.

For wastewater, the various systems’ resulting rates after applying subsidy and
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affordability caps would not allow recovery of the revenue requirement.

REPRESSION

Q.

A

Is AUF proposing a repression adjustment in this rate filing?

Yes. AUF is proposing a repression adjustment applied to the residential cusiomers’
water usage above 5,000 gallons. The proposed adjustment methodology is consistent
with the methodology addressed by Commission staff witness Paul Stallcup filed in
Docket No. 060368-WS. As presented, the net adjustment applied to residential
discretionary usage is negative 2% per 10% increase in rates. Since the statewide
average monthly usage of the AUF’s residential customers is approximately 5,000
gallons, usage above 5,000 gallons was considered discretionary. Expenses for
Purchased Water, Power, and Chemicals were reduced in proportion to the reduction in

usage due to repression,

OTHER CALCULATIONS

Q.
A,

Did you calculate the interim and final rates in this docket?

Yes. Iprogrammed the calculation of AUF’s interim and final rates in this docket. I
also prepared Exhibit DTF-1, which is a schedule showing the rates of each system,
comparing 1) rates before filing, 2) standalone system rates assuming no consolidation,
and 3) proposed consolidated rates. Also shown are interim rates with and without
AUF’s proposed recovery mechanism as described in witness Rendell’s testimony.

Is there anything further you would like to add?

Yes. 1 bhave also calculated the appropriate rates for customers having Wastewater
Only service using the average consumption for the respective rate class.

Does this conclude your testimony?

Yes, it does.
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