Law QFrices

Rosg, SunpstROM & BENTLEY, LLP
2548 Bramsrone Pings Drive
TALLAIASSEE, FLORIDA 32301

Frupericx L. Ascratig, Ju.
Cris H. Benriey, PLA.
Rowsert C. Brannan

F. Marstianl DevErpiNG
Joun R, Junkinsg, PA.

Kvie Ll Kemrer

Steven T. MinoLy, PLA.
Cuasiry H. O Steen
Daren L. Suuepy

Witiiam E. SUNDSTROM, P.A.
Diane D. TreEMoR, PA.
Joun L. WuarroN

Ronert M. C. Rose (7924-2006)

(850) 877-6555
Fax (8300 656-4029

www.rshatt QrRpeys.com

Rerry To Centrat Frorinpa OFFICE

Centrat Frogina Orrics

SANLANDO CENTER

2180 W. Svars Roan 434, Suirs 2118
Lonewoon, Frorma 32779

(4073 830-6331

FAX (407) 830-8522

Martin S. Fricoman, PA.

Brian J. STREET

CHRISTIAN W, MARCELLL, OF COUNSEL
(LicEnsED v WNEW YORK ONLY}

August 25, 2008

VIA E-FILING

Ann Cole, Commission Clerk
Office of Commission Clerk
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL. 32399

RE: Docket No. 070694—WS; Wedgefield Utilities, Inc.’s Application for Increase in
Water Rates in Orange County, Florida
Qur File No.: 30057.151

Dear Ms. Cole:

Enclosed for filing in the above-referenced docket is the response of Wedgefield
Utilities, Inc. (the “Utility”) to Staff’s first data request dated July 23, 2008.

Staff has requested the following information to complete its review of the
application:

1. Please explain how the MIEX system works.

RESPONSE: Please see explanation of the MIEX system contained in the attached,
“Appendix 1: Background Information on the MIEX® Process”. The information comes
from Orica Watercare (“Orica”), the manufacturer of the MIEX system.

2. Please explain and provide any calculations that show how the MIEX media is
regenerated.

RESPONSE: Please see explanation of the MIEX system contained in the attached,
“Appendix 1: Background Information on the MIEX® Process”.
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3. With the old Ion Exchange system solar salt was used for the treatment process.
Will the new treatment process require any solar salt? If so, how much?

RESPONSE: The new process will require the use of salt to make a brine solution, which
is used in the resin generation process. The projected expense of the additional salt is
identified in the work paper provided in response to Item No. 5 of Staff's Request.
Further information on the use of salt can be found in the attachment responding to Item
Nos. 1 and 2.

4. In Volume I, Schedule B-5 for line 7, 618 Chemicals, please provide the work
paper for the $66,154 adjustment for Column 19, Pro Forma Adjustments.

RESPONSE.:

CPI — Adjusted Chemical Expense after allocation to sewer multiplied by $ 1,757.51
CPI of 2.39%

SALT - Annual average net increase in the use of salt due to additional $19,879.00
capacity & MIEX treatment

RESIN - MIEX requires the addition of resin product after each $46,574.00
regeneration cycle. Anticipated cost for 1,270 gallons per year

AMMONIA - Elimination of ammonia due to new treatment process — ($2,057.00)
935 gallons at $2.20 per gallon

TOTAL ADJUSTMENT TO CHEMICAL EXPENSE ~ Schedule B-5, Line 7 $66,153.51

5. In Volume I, Schedule B-3 for line 13, the utility estimates the Annual Cost of
Additional Chemicals as $66,453. Please provide your calculations.

RESPONSE.:

SALT — Annual average net increase in the use of salt with additional $19,879.00
capacity & MIEX treatment

RESIN — MIEX requires the addition of a resin product after each $46,574.00
regeneration cycle. Anticipated cost for 1,270 gallons per year

TOTAL ADDITIONAL CHEMICALS - This is the additional chemical $66,453.00
component of the total adjustment in Item 4, Schedule B-3, Line 13

Rose, Sundstrom & Bentley, LLP
SantaniO CENTER, 2180 W. Stave Roan 434, Suive 2118, Loncwoon, FLORIDA 32779
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6. In Volume I, Schedule B-3 for line 13, the utility estimates the Annual Cost of
Additional Chemicals of $66,453, but in Volume I, Schedule B-5 for line 7, 618
Chemicals, the utility estimates the Annual Cost of Additional Chemicals of
$66,154. Please explain the difference.

RESPONSE: Please refer to the responses to Item Nos. 4 and 5. The amount of $66,154
in Schedule B-5, line 7 is the net amount resulting from the various adjustments to
chemical expense. These adjustments are reflected in Schedule B-3, lines 13, 14 and 22.
The $66,154 represents only the cost of additional chemicals due to the new treatment
process as reflected in line 13 of Schedule B-13.

7. Please provide a copy of your response to the Sanitary Survey dated 7/27/07
included in Volume I1I(b), Inspection Reports.

RESPONSE: Please see the attached letter from the Utility to Ms. Kim Dodson,
Environmental Manager (of the Florida DEP), dated October 11, 2007, responding to the
referenced July 26, 2007 sanitary survey.

8. Please confirm that you are going to use the old Ion Exchange units after the
MIEX system is installed. The engineering report submitted on May 30, 2008
indicated that the old Ion exchange units might not be used.

RESPONSE: The existing ion exchange units will remain in service irrespective of the
use of the MIEX equipment. Orica’s pilot study identified that it was not cost effective to
use MIEX to soften water to the same degree as the existing ion exchange units.

9. Please explain why in Volume I, Schedule A-3, the ammonia feed equipment is
not shown to be retired?

RESPONSE: None of the ammonia feed equipment, which consists of three chemical
metering pumps, will be retired. Instead, they will be stored initially and then used as
replacement chemical pumps to feed sodium hypochlorite if and when the current
pumps fail.

10.Schedule B-7 reflects an increase of $9,267 (1,640.83%) in Contractual Services -
Accounting. The Utility’s response to Staff's MFR deficiencies states that this is
due to an increase in cost per hour for the external audit and to an increase in
audit hours. Please provide documentation of the average cost per hour charged
by the external auditors in the prior and current test years. Also, please provide
documentation of the number of hours included in the audit billings for the prior

Rose, Sundstrom & Bentley, LLP
Santanno CENTER, 2380 W. S7ats Boan 434, Surre 2118, Loncwoon, Frorioa 32779
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and current test years, along with a detailed explanation of the reasons for an
increase in audit hours over and above what would be explained by company
growth to accommodate increased customers.

RESPONSE: The statement in Schedule B-7 is incorrect. The actual cause for the
increase in contractual services — accounting is related to the increase in accounting
studies. This account was not used often in the past, but during the Company’s process
of selecting a new accounting system, all costs were appropriately booked in accounting
studies until the system was chosen (similar to research and development costs).

11.Schedule B-7 reflects an increase of $5,453 (430.34%) in Bad Debt Expense.
Please explain why you believe uncollectible accounts have increased at a far
greater rate than the increase in customers. Please explain what actions the
company has taken or plans to take to reduce bad debt expense.

RESPONSE: Bad debt can fluctuate easily, based on what customers are capable of
and/or choose to pay in any given period of time. The Company has now implemented
its new customer care and billing system. The Company employs a collection agency to
regularly monitor bad debt. The Company also records customer deposits for customers
in Wedgefield. The new billing system will allow customers to see their usage for the
past 12 months, which may help customers recognize their consumption habits, which
may in turn lead to lower, more affordable, consumption.

12.Schedule B-7 reflects an increase of $46,102 (588.85%) in combined Materials
and Supplies and Miscellaneous Expenses. Please provide examples of major
components of these accounts for which unit cost increases have substantially
exceeded the increase in CPl. Please provide examples of major components of
these accounts for which the increases in quantities used have substantially
exceeded an increase attributable to customer growth. In both cases, please
provide documentation of unit costs and quantities used for the prior and current
test years.

RESPONSE: Please note accounts under the following subcategories in 1999: office
supplies, office utilities, office maintenance, miscellaneous expense, water maintenance,
water and sewer maintenance, and testing expenses. With the exception of water
maintenance (which is 100% allocated to water), the other expenses should receive
approximately 50.37% of the total cost in order to properly allocate to water. In
addition, please see the enclosed work paper showing all materials and supplies accounts
for 2007, their per books amount, and their water allocation. This response shows each

Rose, Sundstrom & Bentley, LLP
SANLANDO CENTER, 2180 W. State Roan 434, Surre 2118, Loncwoon, FLorina 32779
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account included in the analysis. If specific invoices are needed, the utility will be able
to provide them upon specific request.

Should you have any questions regarding this filing, please do not hesitate to
contact me.

Very truly yours,
S N T

Of Counsel

CWM/tlc
Enclosures

cc:  John Hoy, Chief Regulatory Officer (w/enclosures) (via e-mail)
Rick Durham, Regional Vice President for Operations (w/0 encs.) (via e-mail)
Patrick C. Flynn, Regional Director (w/enclosures) (via e-mail)
Ms. Kirsten E. Weeks (w/enclosures) (via e-mail)
Ms. Deborah Swain (w/enclosures) (via e-mail)
Mr. Frank Seidman (w/enclosures) (via e-mail)

M1 ALTAMONTENUTILITIES INC\WEDGEFIELDA.151) 2007 RATE CASE\PSC Clerk 05 (Data Request).ltr.doc
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Appendix 1: Background Information on the MIEX® Process
This introductory section provides information on:

s« MIEXY DOC Resin and s manufacturer Orica Watercare,

»  Application of MIEX™ DOC Resin in a full-scale water treatment plant,
1.1 About Orica Watercare

Orica Watercare supplies a range of water treatment products and services in Avstaalia, New
Feabwd and Noah America. Onica is the largest supplicr of water treatment chemicals in
Austratasin, supplying chlonine disinfectants, fervic and Terrous chlonide, pobvaluminum chiloride,

acids and sikalis and MIEX® DOC Resin.

Orica s an Australian company that manufactures and supplics industnial and specialiy
vhemieuls, agrculivral chemicals and fenilizers, commercial explosives and mioing chemicals,
plastics and paints and other handyman products. Orica is the largest chemical company in
Amstralisin with over AUSSIB i sales and is the biggest supplier of commercial explosives

worldwide {see www.onica.com),
1.3 The MIEX® DOC Resin

MIEXY DOC Resin as geetified by the NSE for we o drinking witer systems under the

provisions of the ANSUNSF Suandan! 61: Drinking Water System Components - Health Effects,

In addition, all MIEX® DOC Resin is produced in 1ISO 9001 registered manuiacturing facilities,

The name "MIEX™" comes from Magaetic Ton Exchange, becmsse the ion cxchange rosin beads
comain a magnetized component within their structure which allows the beads to act as weak
sdividual puigaets. The very saill resin bead size of around 1804 m provides a high surfece
arex slowing rapid DOC atachment. T a setder these magnetic particles form mapidly settling

resin floes,

T dovoment v wibpset by copynght sad s ooontudeetal 0ot wot be rrprodissed, srored in g ool Syt temmmminted e Jent i wivy Fore
i by gy omesns wibeut the consont wf Dhics Watgeoges e
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The MIEXY DOC Resin has been designed specifically for the removal of DOC from drinking
water,  Negatively charged DOC bs removed by exchanging with a chloride Ton on the resin
surface (see Figore 1) This resplts in o reduction in the DOC eved and a sl increase in the

trented water chlonide kevel.

In the regencration process, resin loaded with DOC underpocs a reversed 1on exchange reaction,
where the resin substitutes chloride fons for DOC, which s released from the resin into

concontrated brine {NaCD solation,

s
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Figure b2 DOU Exchange

1.4 Application of MIEX® DOC Resin

The MIEX™ DOC Resin is utilized in a continuous ion exchange process. The resin has been
developed to enable removal of DOC 1o cecur in a strred contactor, much like a flash mixer in s
conventional water treatment plant. The resin beads are much smaller than conventiona] fen
exciunge bewds, at wroomd T8O 2 m (80 meshi, to allow rapid DOC exchange in the contactor
vessel, This combination, of the uniformly mixed contactor and the small MIEX? DOC Resin
beads, means very efficient ton exchange occurs and leads o only very low resin concentiations

being required w achieve very good DOC removal.

The MIEX™ DOC Resin is not affected by suspended sobudy e, turbidity), hence this process can

be used as the first freatment stage in o water teatment plant (see Figure 2). DOC removal af the

Phas dhocwmnrnt tn subpeo e rnpynght and o conlidental. Joompel nes b popevadeced, stoted 0 g et sl vys o, framsmoiead aF teas & ams tora
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Biesd of the plant provides significant benefits for downstrensn processes, 101s recommendied thu
this process be psed as the fivd stage of a combined treatment process. This will vesultin g lower
coagulant dose being requited (o achieve the tarpeted water quality and therefore less chemical

shindge prodoced.

The process for DOC semoval in a foll-scale water trestment plant lncludes resin contacting with

water, resin sepiration and reeyele, nd resin eegeneration (see Figare 23
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Figure 2: Flow DHagram for typical MIEX® Plant

Mixed contacting vessels provide 1-20 min detention time duning which the DOC is exchanged
oo the resin. The resia is dosed 0 the comactor o g very low concentration (.8-209 vy
based on settled resin volumic), Magnetic attrction of individoal resin beads is limited o very
short distances consequently low energy inpuis are required for maintaining the resin in

SUSPENSIng,
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The resio-water suspension flows by gravity o the resin separstion stire, The inlet s de
similar 0 & Aocculating feedwell for maximum dissipation of inlet jot encrgy and for inter-
particle collisions wnder gentle swirl conditions, This resulis In “magnetic” spglomerntion of
wdividual resin beads. The agglomerates formed are capuble of scttling apainst Ingh vp-Now of

water, The resulting resin separation efficicocy exceeds 99499,

Settled resin ix thickened to 20:30% viv (settled resin volume) and pumped back to e

contacting vessel for nnother loading cyele.

From the recycle Hne, o small zmount of used resin is continnously removed Tor regeneration anid
replaced with fresh, regesersted resin. The fresh resin feed pump can be feedbock contralled o

emsam the contactor concentration is malntuined.

g . N ) . o VN . « .
The wsed MIEXT Resn is regenerated batch-wise, after a sufficient amount of resin s

aceumulated in the regeneration system. Usually, the regencration frequency is 6-8 hours,

The regenernnt used s 1003120 oL NaCl solution. The actual salt conswnption of 90 ¢ per L
% i i #

regenerated resin is aehieved by re-using the regenerant s number of timaes,

Small sdditions of NaOH 1o the brive regenerant may also be beneficial for some waters, as well

as periodical acid washes when it is required 10 remove metal precipitates from the resin,

Littie (1 bed volume} or no rnsing is required due 1o the regencrated resin being fed back into
the provess it a very slow rate of 0.05-0.10 % v/v 1o the plant throughput. However, it is required
to completely drun the resin bed before i s re-suspended for sunster to the frosh resin tank =t
the end of the regeneration. Water consumplion for regencration and wiste generadion is below

0. 15 water treated,

(s dorarnt is vabpet o copynght wnd s confidonnel. Jomt oot be septodnesd, vored i aromiovafovnisim, trasina ted o fose o sy o
o By any owrsmr s ithont the cosest of Urion Waserraes Jan



ATTACHMENT IN RESPONSE
TO ITEM NO. 7



WEDGEFIELD UTILITIES, INC.
AND AFFILIATED COMPANIES
200 WEATHERSFIELD AVENUE
ALTAMONTE SPRINGS, FLORIDA 32714

CORPORATE OFFICES: Telephone: 407-869-1919
2335 Sanders Road Florida: 800-272-1919
Northbrook, Illinois 60062 Fax: 407-869-6961
Telephone: 847-498-6440 florida@uiwater.com

October 11, 2007

Ms. Kim Dodson, Environmental Manager
Florida Department of Environmental Protection
3319 Maguire Boulevard, Suite 232

Orlando, FL 32803-3767

RE:

Orange County - DW

Wedgefield Utilities

PWS ID Number 3480149

Sanitary Survey Deficiency Response

Dear Ms. Dodson:

In response to the Department’s letter dated September 6, 2007 regarding the facility inspection
conducted on July 26, 2007, the Utility offers the following. The Department’s comments have
been reiterated in italics followed by the Utility’s response.

DEFICIENCIES:

1.

Failure to comply with the maximum contaminant levels (MCLs) for total trihalomethanes
(TTHMs) and total haloacetic acids (five) (HAA5s),

The Utility acknowledges the Department’s comments. Once the Utility realized that the
existing treatment processes could not meet compliance with the DBP Rule, the Utility
hired consultants who in turn researched, engineered and permitted the use of
chloramination in place of standard chlorination. This conversion was completed on April
4, 2006. By trimming, adjusting and consistently monitoring the chloramination process,
the operator has managed to reliably derive sample results for the 2™, 3 and 4™ quarters
of 2007 below the MCL with an annual average of 39.9 ug/L. Additionally, the Department
is aware that the Utility has been issued construction permit number WC48-0080718-009
on April 24, 2007 to construct and install MIEX treatment components at this facility that
will significantly remove the total organic carbon and sulfide compounds resulting in a
lower chlorine demand and decreased TTHM formation potential.

Failure to monitor for TTHMs during the 4" quarter 2006.
The plant operator neglected to obtain the 4™ quarter 2006 TTHM sample. This oversight
has been acknowledged with specific language included within the 2006 consumer
confidence report and provided to all affected customers.

Failure to maintain the sanitary seal on well #3.

The well seal was cleaned and sanitized on July 26, 2007.

Page 1l of 3
649 InspResp 100807 (7-30-08).doc
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4,  Failure to maintain the aerator.

The aerator trays are scheduled to be cleaned and sanitized on Wednesday, October 17,
2007. This delay is necessary to satisfy confined space entry requirements prior to the
physical cleaning activity.

5. Failure to maintain water system piping.

Quotes have been obtained to treat, prime and paint all system components on plant
grounds. This will include the GST, softening equipment, pumps and header components.
This task will be complete prior to the end of December 2007.

6. Failure to provide a totalizing flow meter.

The Wedgefield facility is equipped with a totalizing flow meter that is situated in line with
the plant discharge water main on plant grounds within a concrete vault adjacent to the
controls building.

7. Failure to provide an acceptable operation and maintenance manual.

The existing O & M manual is dated and needs to be brought to current Department
standards. This measure will be taken to include the new MIEX treatment component.
This task will be complete during the month of December 2007.

8.  Failure to develop a written emergency preparedness/response plan.

The Emergency Response Plan is located in the Area Manager’s at the Wekiva WTP facility
office and is available for review by Department personnel.

9.  Failure to provide a written preventative maintenance program.

The Utility has operations and maintenance manuals in place for each treatment facility
that describe the maintenance task and frequency associated with various plant
components. However, we will acknowledge the absence of records other than those
retained in the plant log books. In order to resolve this item, a written schedule of events
shall be placed at each facility by no later than December 31, 2007. Verification that
specific events occurred can be derived by reviewing the plant log books. ,

10. Failure to keep records documenting that isolation valves are being exercised.

Facility isolation valves and distribution system valves have been exercised over time but
admittedly so, records of this activity have not been routinely maintained. In order to
resolve this item, the Utility will begin the process of labeling every valve and placing each
one on a routine schedule in accordance with the manufacturer’'s recommendations.
Records shall be maintained at a predetermined location and made readily accessible to
Department personnel. This process will be lengthy with an anticipated inception date of
December 1, 2007.

11. A reporting violation was generated during July 2007 for failure to include required lead
language in the consumer confidence report.

This incident was in fact corrected with revised consumer confidence reports sent to all
affected members of the customer base. This was acknowledged by the Department.

Page 2 of 3
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COMMENTS/REMINDERS:

1.

Provide a response to the letter requesting additional information regarding your
application for a re-rating of the water treatment plant, dated June 29, 2007 from Richard

Lott.

The response to Mr. Lott’s letter is the responsibility of CPH Engineers, Inc. who are the
Utility’s representatives concerning this matter. It is our understanding that this matter

has been resolved.
Provide information for all items marked unknown.

The requested well information is not contained in our files and may be available through
the St. John’s River Water Management District under the original construction permits.
The test and actual yields would have been verified during construction. To obtain this
information would require the Utility to pull each pump and contract with a vendor to
perform the testing.

The high service pump models for pumps #1 and #3 are 5061 and 5064 respectively.
High service pump #2 could not be verified from the name plate.

Provide documentation of last cleaning and inspection for finished water storage tanks.

Please find the enclosed report dated February 22, 2006.

We hope this information properly addresses the Department’s concerns. Should additional

informati

on or further assistance be required, please contact me directly at 407.869.8588,

extension 226.

Sincerely,

WEDGEFIELD UTILITIES, INC.

Bryan K.
Regional

Gongre
Manager

Enclosures

Ec: Patrick Flynn, Regional Director, WUI

Sco

tty Haws, Regional Compliance Manager, WUI

Kathy Sillitoe, Area Manager, WUI

Page 3 0of 3
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Wedgefield Utilities, Inc.
RAI (1)
Response o item 12

6205003 Operators Expenses

6759003 Computer Supplies

6759005 Postage

6759009 Office Supply Stores

6759011 Envelopes

6759012 Bill Stock

6759013 Cleaning Supplies

6759017 Operators Cleaning Supplies

6759051 Computer Supplies - Billing

6759413 Operators postage

6759414 Operators - Office Supply Stores

6759503 Water - Maint Supplies

7754003 Sewer - Maint Supplies

Materials & Supplies

6755070 Water Permits

6755090 Water - Other Maint Expense

6759001 Publ Subscriptions & Tapes

6759002 Answering Serv

6759004 Printing & Blueprints

6759006 UPS & Air Freight

6759007 Printing Customer Service

6752008 Xerox

6759010 Reim of Off Emp Exp

6759014 Memberships Office Employees

6759016 Microfilming

6759018 Operators Other Office Expense

6759019 Operators Publ / Subscriptions

6759080 Maint - Deferred Charges

6759081 Hurricane / Storms Cost

6759090 Other Office Expense

6759095 Website Development

6759110 Office Telephone

6759115 Office Comp Phone Line

6759120 Office Electric

6759125 Office Water

Total Per Books

Water Allocation Per Books

26.00
395.00
8,559.00
1,5692.00
1,692.00
427.00
54.00
208.00
378.00

21.00
1,793.00

15,045.00

2,738.00
48.00
464.00
224.00
465.00
847.00
71.00
92.00

91.00
111.00

2,269.00

10,254.00
929.00
171.00
512.00
108.00
832.00

47.00

13.00
199.00
4,311.00
802.00
802.00
215.00
27.00
105.00
190.00

11.00
1,793.00

8,468.00

2,738.00
24.00
234.00
113.00
234.00
427.00
36.00
46.00

46.00
56.00

1,143.00

5,165.00
468.00
86.00
258.00
54.00
419.00
24.00



6759130 Office Gas

6759135 Operations Telephones

6759136 Operations Telephones Long
Distance

6759140 Alarm Sys Phone Expense

6759160 Office Fax Machine Phone Line

6759210 Office Cleaning Service

6759220 Landscaping Mowing &
Snowplowng

6759230 Office Garbage Removal

6759260 Repair Off Mach & Heating

6759290 Other Office Maint

6759330 Memberships - Company

6759402 Part-time Operators

6759405 Communication Expenses

6759410 Operators Education Expenses

6759412 Uniforms

6759415 Mowing /Snowplowing - Plant

6759416 Operators Memberships

6759430 Sales/Use Tax Expense

6759490 Garbage Removal Wir/Swr

6759506 Water - Maint Repairs

6759507 Water - Main Breaks

6759509 Water - Elec Equipt Repair

7048050 Employees Ed Expenses

7048055 Office Education / Train Exp

7754006 Sewer - Maintenance Repairs

7754007 Sewer Main Breaks

7754009 Sewer Electric Equipment Repair

7755070 Sewer Permits

7758365 Travels/Lodging

7758370 Meals & Related Exp

7758380 Bank Serv Charge

7758381 Loc Charges

7758390 Other Misc General

7758490 Sewer Other Maint Expense

Miscellaneous Expenses

72.00
6,136.00

4.00
2,672.00

818.00

448.00
253.00
71.00
780.00
9.00

4,510.00

530.00
296.00
19,995.00
1.424.00
109.00
846.00
8,204.00
2,025.00
1,383.00

70,858.00

36.00
3,091.00

2.00
1,346.00

412.00

226.00
127.00
36.00
393.00
5.00

2,272.00

267.00
149.00
10,072.00
717.00
55.00
426.00
8,204.00
2,025.00
1,383.00

42,815.00
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