10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

379

BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 070293-SU

In the Matter of:

APPLICATION FOR INCREASE IN WASTEWATER
RATES IN MONROE COUNTY BY K W RESORT
UTILITIES CORP.

VOLUME 3

Pages 379 through 515

ELECTRONIC VERSIONS OF THIS TRANSCRIPT ARE
A CONVENIENCE COPY ONLY AND ARE NOT
THE OFFICIAL TRANSCRIPT OF THE HEARING,
THE .PDF VERSION INCLUDES PREFILED TESTIMONY.

PROCEEDINGS: HEARING

BEFORE: CHAIRMAN MATTHEW M. CARTER, II
COMMISSIONER NANCY ARGENZIANO
COMMISSIONER NATHAN A. SKOP

DATE: Thursday, October 2, 2008

TIME: Commenced at 9:30 a.m.
Concluded at 1:18 p.m.

PLACE: 0ld City Hall
City Commission Chambers
510 Greene Street
Key West, Florida

REPORTED BY: LINDA BOLES, RPR, CRR
Official FPSC Reporter
(850) 413-6734

APPEARANCES : (As heretofore noticed.)

DOCLMO Y W METE-DATS

FLORIDA PUBLIC SERVICE cowrwm:ssficg}q6 62 aCTISg
FPSC-COMMISSION CLERK




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

I NDEKX
WITNESS:

ANDREW WOODCOCK
Direct Examination by Mr. Burgess
Prefiled Direct Testimony Inserted
Cross Examination by Mr. Wharton
Redirect Examination by Mr. Burgess

WILLIAM L. SMITH, JR.
Direct Examination by Mr. Deterding
Prefiled Rebuttal Testimony Inserted
Cross Examination by Mr. Burgess

EDWARD R. CASTLE
Direct Examination by Mr. Wharton
Prefiled Rebuttal Testimony Inserted
Cross Examination by Mr. Burgess

PAUL E. DECHARIO
Direct Examination by Mr. Deterding
Prefiled Rebuttal Testimony Inserted
Cross Examination by Mr. Burgess
Cross Examination by Mr. Jaeger

CERTIFICATE OF REPORTER

FLORIDA PUBLIC SERVICE COMMISSION

380

PAGE NO.

382
387
396
407

412
414
416

418
420
431

434
439
475
502

515




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

EXHIBITS

NUMBER :

21 through 22

27 through 34

35

40

41

42

43

44

(Late-Filed) 2006 Annual Reports,
Schedule E-6 and S-10(a) - KWRU
and Key Haven

(Late-Filed) Rose, Sundstrom, Bentley
Invoices

(Late-Filed) Ed Castle Invoices

(Late-Filed) Carlstedt, Jackson,
Nixon & Wilson, CPA, Invoices

(Late-Filed) Response to Customer
Testimony

ID.

508

509

510

510

511

FLORIDA PUBLIC SERVICE COMMISSION

381

ADMTD.

410

511

513




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

382

PROCEEDINGS
(Transcript continues in sequence from Volume 2.)

CHAIRMAN CARTER: Call your next witness,

|

w MR. BURGESS: I would ask that Mr. Woodcock be called

WMr. Burgess.

to the stand.

L 1 CHAIRMAN CARTER: Andrew Woodcock.

MR. BURGESS: Mr. Woodcock, have you been sworn?
THE WITNESS: Yes, I have.

MR. BURGESS: Mr. Chairman, may I proceed?
CHAIRMAN CARTER: You may proceed.

MR. BURGESS: Thank you.

Whereupon,

ANDREW WOODCOCK
“was called as a witness on behalf of the Office of Public
Counsel and, having been duly sworn, testified as follows:
DIRECT EXAMINATION

BY MR. BURGESS:

0 Mr. Woodcock, would you state your name and business
address for the record, please?
% A Andrew Woodcock, 201 East Pine Street, Suite 1000,
Orlando, Florida 32801.

0 And, Mr. Woodcock, have you prefiled written

testimony on December 17th in Docket 0702937

A Yes, I have.

FLORIDA PUBLIC SERVICE COMMISSION
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0 Do you have any changes that you would like to make
to the testimony as prefiled?

A Yes, I do. I have three changes to my testimony in
response to the rebuttal testimony of Mr. DeChario.

The first, the first change is on --

MR. BURGESS: Excuse me one second. Mr. Chairman,
may he proceed on the change?

CHAIRMAN CARTER: You may proceed.

MR. BURGESS: Thank you.

THE WITNESS: The changes are all on Page 5. The
first is on Line 6 where it reads, "First of all, the MFRs
state, " I would like to cross out the word "state" and replace
it with "seem to indicate."

CHAIRMAN CARTER: Say again.

THE WITNESS: Replace the word "state" with the words

"seem to indicate."

CHAIRMAN CARTER: Seem to indicate on Page 5, Line 6.

You may proceed.

THE WITNESS: Also on Page 5 I would like to strike

Lines 21 and 22.

CHAIRMAN CARTER: Lines 21 through 22.

THE WITNESS: And the final change is to add a
capital T to "therefore" in Line 22. I'm sorry. The changes

to my testimony are to strike Lines 20 and 21. I apologize for

misspeaking there.

FLORIDA PUBLIC SERVICE COMMISSION
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CHAIRMAN CARTER: And then on Line 22, a big T for

"therefore."

THE WITNESS: A capital T for "therefore," yes.

CHAIRMAN CARTER: Mr. Wharton or Mr. Deterding.

MR. WHARTON: I -- it's me.

CHAIRMAN CARTER: You're recognized.

MR. WHARTON: I, I do object to the change on
Page 6 at Line 20.

CHAIRMAN CARTER: At Line 207

MR. WHARTON: Because he did subsequently review that
Wstudy and the opinion is favorable to the utility and I

intended to ask him about it. We talked about it in his

deposition.
CHAIRMAN CARTER: Mr. Burgess.
MR. BURGESS: Now you're saying you object to his

removing this testimony, removing this portion of his

| testimony?

MR. WHARTON: Well, I, I object to him -- Steve, that
sentence was what made those questions within the scope of
direct. I mean, I'm just being frank for the record and for
the Commissioners. And I'm just telling, proffering to them
what happened in the deposition. I think I should be able to

ask that single question.

MR. BURGESS: Commissioner, here's where we are. I

think we are, we are within our rights to withdraw any part of

FLORIDA PUBLIC SERVICE COMMISSION
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“our testimony at any time during the case. But, quite frankly,
land I know the area that Mr. Wharton is speaking of, it doesn't
Tbother me if he, if he asks that question, I mean, if he gets
into that area.

MR. WHARTON: Okay. Then given that, I withdraw my
Tobjection.
CHAIRMAN CARTER: We'll leave it -- okay. You're
Wwithdrawing your objection. That's fine.

Okay. Mr. Burgess.

WBY MR. BURGESS:

Il 0 With those changes, Mr. Woodcock, if you were asked
Tthe same questions that are posed in your prefiled testimony
Wtoday, would your answers be the same?

A Yes.

W MR. BURGESS: Mr. Chairman, I would ask that his
Wprefiled testimony be entered into the record as though read.

CHAIRMAN CARTER: The prefiled testimony of the

witness will be entered into the record as though read.

TBY MR. BURGESS:

Q Thank you. Mr. Woodcock, did you also have attached
to your prefiled written testimony two exhibits, ATW-1 and
ATW-2, which are your resume and your calculations?

W A Correct.

MR. BURGESS: Mr. Chairman, those are identified,

have been identified for the purposes of the hearing as

W FLORIDA PUBLIC SERVICE COMMISSION
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PREFILED TESTIMONY OF

ANDREW T. WOODCOCK PE, MBA

Q. WHAT IS YOUR NAME AND BUSINESS ADDRESS?

A. My name is Andrew Woodcock. My business address is 201 East Pine St. Suite 1000,

Orlando, Florida.

Q. BY WHOM ARE YOU EMPLOYED AND WHAT IS YOUR POSITION?

A. I am employed by Tetra Tech as a Professional Engineer and Senior Project Manager.

Q.WHAT IS YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE?

A. I graduated from the University of Central Florida in 1988 with a B.S. degree in
Environmental Engineering and in 1989 with an M.S. degree in Environmental
Engineering. In 2001, I graduated from Rollins College with an MBA degree. In 1990, I
was hired at Dyer, Riddle, Mills and Precourt as an engineer. In May of 1991, was hired
at Hartman and Associates Inc., which has since become Tetra Tech. My experience has
been in the planning and design of water and wastewater systems with specific emphasis
on utility valuation, capital planning, utility financing, utility mergers and acquisitions
and cost of service rate studies. I have also served as utility rate regulatory staft for St.

Johns and Collier Counties in engineering matters. Exhibit ATW-1 provides additional

details of my work experience.
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Q. WHAT ARE YOUR PROFESSIONAL AFFILIATIONS?
A. I am a member of the American Water Works Association, Water Environment

Federation and the Florida Stormwater Association.

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE A RATE REGULATORY
BODY AS AN ENGINEERING WITNESS?

A. Yes, I testified in 2002 for the St. Johns County Regulatory Authority at a special
hearing in an earnings case against Intercoastal Utilities. [ have also testified, although
not on engineering matters, before the Kentucky Public Service Commission. I provided
prefiled direct testimony in the FPSC Docket No. 060368-WS with regard to Aqua
Utilities Florida’s application for a rate increase for systems located in 15 Florida

Counties. This case was withdrawn before it went to hearing.

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A. The purpose of my testimony is to offer used and useful testimony on the wastewater
system of KW Resort Utilities Corp. (the Utility). I also provide testimony regarding the
original cost study prepared by The Weiler Engineering Corporation (WEC) on October

17,2007.
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Q. WHAT DOCUMENTS HAVE YOU REVIEWED AND WHAT
INVESTIGATIONS AND ANALYSES HAVE YOU MADE IN PREPARATION
FOR YOUR TESTIMONY?

A. I have studied the filings of the Utility, including the Minimum Filing Requirements
(MHRs) and the direct testimony of William L. Smith Jr, and Paul E. Chario. I have also
reviewed certain items provided during discovery. I also reviewed documents obtained

from the Florida Department of Environmental Protection (FDEP) in Ft Meyers.

I made an inspection trip to the Utility system to inspect the wastewater treatment plant

and service area and conduct interviews with the Utility staff.

Q. WHAT IS YOUR OPINION OF THE WASTEWATER TREATMENT PLANT
USED AND USEFUL ANALYSIS PROVIDED BY THE UTILITY?

A. I disagree with the 100% used and useful percentage used by the Utility. The used and
useful calculations provided by the Utility in Schedule F-6 of the MFRs provide a
calculation of U&U at 61.35%. Further in the schedule the Utility states that the WWTP
should be considered 100% because the expansion was a requirement of a contract with
Monroe County to provide wastewater treatment to Stock Island for environmental
reasons. According to Schedule F-6 Monroe County provided funding for the expansion
by paying upfront for the capacity and this funding has been deducted from rate base for
rate making purposes. Therefore no adjustment to used and useful is required.

My disagreement with the U&U analysis lies in both the calculated U&U and the

rationale for 100% U&U.
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Q. WHAT ISSUES DO YOU HAVE WITH THE CALCULATED U&U IN THE
MFRS?
The MFRs incorrectly state the permitted capacity of the WWTP to be 0.499 MGD on a
three month average daily flow. In fact, the permit states that the capacity is based on an
annual average flow basis. The subsequent U&U calculation incorrectly relies upon the

maximum three month average daily flow of the WWTP rather than the lower annual

average flow.

Q. HOW DID YOU CALCULATE THE USED AND USEFUL PERCENTAGE
FOR THE WWTP?

A. The scope of my engineering analysis extends to the capacity issues of the WWTP
and as such my analysis focuses on applying the rules of U&U as stated in Chapter 25-
30.432, F.A.C., which states that the used and usefulness shall be based on the same
period or basis as the period or basis stated in the current operating permit issued by the
FDEP. The current FDEP permitted capacity of the WWTP is 0.499 MGD on an annual
average basis. The annual average test year flow for the WWTP as stated in the
Discharge Monitoring Reports is 0.288 MGD. I then adjusted the test year flow for five
years of customer growth in the system. The system has historically seen significant
customer growth as customers have connected pursuant to the requirements of Monroe
County. For the past five years the customer base has grown by an average of
approximately 10%. As such the growth allowance for used and useful calculations is
limited to 5% per year pursuant to Chapter 25-30.431 F.A.C. Therefore for the five year

period the growth adjustment is 25%.
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The adjusted test year flow is then 0.360 MGD which generates a used and useful

percentage of 72.14%. A summary of my calculations are provided in Exhibit ATW-2.

Q. EXPLAIN WHY YOU DO NOT AGREE WITH THE UTILITY’S
JUSTIFICATION FOR 100% USED AND USEFUL.

seem to ~dcte
A. First of all the MFRs state-that the expansion of the WWTP to 0.499 MGD was
required by Monroe County in 2001. However, the Original Cost Study prepared by
WEC shows that the WWTP expansion was actually constructed in 1997 prior to any
agreements with Monroe County for expansion of the system.
The MFRs go further to say that Monroe County funded the expansion of the system
through a prepayment of capacity fees and that the Utility has deducted this amount from
rate base.
Based on my review of the Capacity Reservation Contract (POD 55 pg 14) a total of
$4,606,000 was to be paid by the County specifically for the installation of the collection
system expansion, not treatment capacity. This amount is to be repaid to the County when
new customers pay the $2,700 capacity reservation fee. Further in the contract the Utility

is allowed to keep $600 of the $2700 capacity reservation fee for purposes of upgrading

the WWTP to advanced waste treatment (AWT) standards. Again there is no mention of

a contribution for expanded treatment capacity.

Therefore the traditional U&U calculations should be applied.
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Q. WHAT IS YOUR OPINION OF THE U&U PERCENATAGE FOR THE
COLLECTION AND TRANSMISSION SYSTEM?

A. The MFRs state that the collection and transmission system is 100% percent used and
useful, with a rationale similar to that for the WWTP. The collection and transmission
system consists of two parts, the original gravity collection system and the newer vacuum
system. Given the nature of the construction of the systems, I considered these separately.
My review of the system maps provided and inspections of the service area show the
gravity collection and transmission system is essentially 100% percent built out and
therefore 100% used and useful.

The vacuum system has several connections but has yet to fully reach the design capacity
of serving 1,500 EDUs. However, the construction of the system was funded by Monroe
County and is considered a fully contributed system. Therefore it is my opinion that the
U&U of the vacuum system be excluded from the analysis, provided the cost to fund the

system is deducted from rate base.

Q. WHAT OPINION DO YOU HAVE REGARDING THE ORIGINAL COST
STUDY PREPARED FOR THE UTILITY BY WEC?

A. It is my understanding through depositions taken in this proceeding that a revised
original cost study was prepared and will be submitted as a late filed deposition exhibit.
Once I have had an opportunity to review the revised study I will provide my opinion in

supplemental testimony.
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1 Q.DOES THAT CONCLUDE YOUR TESTIMONY AT THIS TIME?

2 A.Yesitdoes.
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MR. BURGESS: And at this time, Mr. Chairman, if you
will, I would ask that Mr. Woodcock be allowed to give a
summary of his testimony.

CHAIRMAN CARTER: You're recognized, Mr. Woodcock.

THE WITNESS: Thank you. Good morning. My testimony
is with respect to the used and useful on the K W Resort
wastewater system, and also with respect to the engineering
original cost study that was performed by Weiler Engineering
Corp.

From my analysis of the used and useful, first, the
focus on the wastewater treatment plant, I determined that the
permitted capacity of the wastewater treatment plant was 0.499
MGD. The annual average test year flow as reported on the
discharge monitoring reports for the wastewater treatment plant
for the test year was 0.288 MGD.

I then looked at making an allowance for growth
pursuant to the Florida Administrative Code. Historically the
utility has seen growth rates that average approximately
10 percent. Pursuant to the Florida Administrative Code, I
applied a growth allowance at the cap of 5 percent for five
years. With the, with that, the adjusted test year flow is
then .360 MGD, which generates a used and useful percentage for
the wastewater treatment plant of the 72.14 MGD.

THE COURT REPORTER: Of what?

THE WITNESS: 72.14 percent. I'm sorry. Percent,

FLORIDA PUBLIC SERVICE COMMISSION
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not MGD.

I also reviewed the capacity reservation contract
between Monroe County and K W Resort Utilities. The MFRs would
seem to indicate that there was an expansion to the wastewater
treatment plant as a result of this contract. In my review of
the data I found that the wastewater treatment plant was
actually expanded in 1997 to its current capacity of 0.499 MGD,
and that the contract with Monroe County was with respect to an
expansion of the collection system and also mentioned an
upgrade of the wastewater treatment plant.

Now turning to the collection and transmission system
of the wastewater plant, for used and useful I treated it two
ways. First of all, we have the gravity system, the older part
of the utility system. Based on my analysis of the service
area, I determined that to be 100 percent used and useful.

With respect to the vacuum system that was installed pursuant
to the contract with Monroe County, I found that the entire
cost of that vacuum system is contributed and was contributed
by the county, therefore removed from rate base. And as a
result, I did not conduct a used and useful analysis on that
portion of the collection system.

With respect to the original cost study that was
prepared by WEC, there was a late-filed deposition exhibit that
came in after my submission of this testimony. And in my

testimony I, I withheld any opinions until I had time to review

FLORIDA PUBLIC SERVICE COMMISSION
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that. That is the end of my testimony, and everything was held
in abeyance before I had that late-filed exhibit.

MR. BURGESS: Thank you. Mr. Chairman, we would
tender the witness for cross-examination.

CHAIRMAN CARTER: Mr. Wharton.

MR. WHARTON: Thank you, Mr. Chairman.

CROSS EXAMINATION

BY MR. WHARTON:

Q Good morning, Mr. Woodcock.
A Good morning.
Q You've put about 120 hours into this case, haven't

you, or at least you had at the time of your deposition?

A That was my estimate.

0 How about since then?

A I haven't had an opportunity to check the numbers.
Q Okay. Now you don't have any familiarity --

CHAIRMAN CARTER: Hang on one second. Mr. Woodcock,
would you pull your microphone just a wee bit closer to you?
Because when you turn head -- she's trying to hear you.

BY MR. WHARTON:

Q You don't have any familiarity with other wastewater
systems in the Keys other than what you've learned in this
particular case, do you?

A That's correct.

0 And you don't have any direct experience working with

FLORIDA PUBLIC SERVICE COMMISSION




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

397

utilities in the Keys.
A I do not.

0Q Isn't it true that you've never offered your services

or rendered testimony as an expert on behalf of the private

utility?
A That is correct.
0 And you haven't had any discussions with anyone

affiliated with Monroe County in this case, have you?

A I have not.

Q All right. Let's, let's divide what we're going to
talk about into some categories. Let's talk about used and

useful to begin with.

Now what you did in this case and what is embodied in
the exhibit that you have attached is that you essentially came
up with a formula to calculate used and useful; correct?

A That is correct.

0Q And let's go ahead and, and make sure the record is
clear, and I appreciate that, I think you did indicate this in
your summary, on the collection side you've determined the

gravity system is 100 percent used and useful.

A Yes.

0 And you have determined that the vacuum system is all
contributed.

A That is correct.

0 Okay. So of the remainder what you basically did was

FLORIDA PUBLIC SERVICE COMMISSION
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you felt that the Commission's rules and practices provided a
formula that you should apply to determine used and useful.
W A There is a formula that is applied and I did apply
that formula. There are also many other nuances that are
involved in used and useful.

0 Right. And we're going, we're going to talk about
some of those.

First of all, you and I had a discussion at your
deposition that the way that you interpret the Commission's
administrative code rule to require you to calculate used and
useful isn't conversant with the way engineers would prudently

Wdesign a plant without the constraints of that administrative

W

code rule, aren't you?

A It is, it is, it should be made very clear that
engineering criteria or engineering criteria, ratemaking
Wcriteria may rely on some engineering concepts, but used and

useful is not an engineering principle.

Q In other words, you would agree that a utility can
design a plant that an engineer would think was a prudently
sized plant and yet, under the way you interpret the
Commission's formula, say 25 percent of that plant would,

should not be considered used and useful.

investment made by the utility in expansion of a treatment

wplant. That does not mean that it is used and useful.

FLORIDA PUBLIC SERVICE COMMISSION
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0 And you understand that if something doesn't meet
that used and useful criteria, it's disallowed in terms of
recovery in a case like this.

A It is not included in rate base.

o) And that perhaps seems like a bit of incongruity. I
Hdon't know if you and I could settle that issue right now.

Well, let me ask you some questions about that.
Setting aside the formula that you applied in your reading of
the rules, it is your opinion that this particular plant is
appropriately sized given what you know about the service area
and the customer base; correct?

A Yes. The plant was last expanded in 1997. We can
sit here in 2008 and as an engineer I feel like the plant is
Happropriately sized.

0 Okay. You and I also talked about some of the other
ways that facilities might be deemed used and useful under the
Commission's rules, and one that I had talked to you about was
whether the cost expended on them was considered by the
Commission to be an environmental compliance cost. Do you
recall that?

A Yes.

Q But that was not something that you looked at and

attempted to form an opinion about; right?

L A In our deposition we were talking about the

wastewater treatment plant expansion.

FLORIDA PUBLIC SERVICE COMMISSION
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Q Correct.

A And there is DEP requirements that require for the
timely expansion of a wastewater treatment plant.

CHAIRMAN CARTER: Mr. Wharton, hold on just a second.
Could you pull your microphone --

THE WITNESS: I'm sorry.

THE COURT REPORTER: For the what expansion?

THE WITNESS: The timely expansion of a wastewater
|treatment plant.
H CHAIRMAN CARTER: Just pull it a little closer to
you. You've got to pull it a little closer.
1 MR. WHARTON: It might be better if you position
Lyourself where you're looking over the top of it.
W CHAIRMAN CARTER: Where you look over it.
“ THE WITNESS: There we go.

CHAIRMAN CARTER: There we go. Thank you.

Did you get that last --

THE COURT REPORTER: Yes.

CHAIRMAN CARTER: Mr. Wharton, you may proceed.
BY MR. WHARTON:

Q Okay. That was an answer that we went around a
little bit about at the deposition, and I understand and
Wappreciate what you're saying. But I am asking -- what I
Lpretty well remember you saying in your deposition, we can
Wrevisit that if you want to, is that you did not attempt to

1

FLORIDA PUBLIC SERVICE COMMISSION
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form an opinion whether the cost of either the AWT or the
expansion were environmental compliance costs as the Commission
1considers those costs; is that correct?

A No. I believe that I said in my deposition that an
environmental -- the very presence of a wastewater treatment
plant is to achieve environmental compliance.

Q I understand that.

A And so to that extent anything that a wastewater
plant does is in relation to environmental compliance.

Q So is it my understanding then that it is your

testimony that the expansion of the plant was an environmental

Wcompliance cost?
A Absolutely.
0 Is it my understanding of your testimony that it is

your opinion that the installation of the advanced wastewater

treatment facilities was an environmental compliance cost?

A Yes.

Q Let's talk about, let's talk about the, the elusive

!original cost study that you said that you looked at after the

fact.

Isn't it true that the opinion you formed after

reviewing the original cost study that was done in November
of '07 by Weiler Construction was that you had no concerns or

problems with that original cost study and the costs that were

in it?

FLORIDA PUBLIC SERVICE COMMISSION
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| A I believe in my deposition that I said that I found
Wthe methodology of the original cost study to be reasonable and
Lthe level of costs that were determined to be reasonable.

W 0Q I usually do a pretty decent job in these

Hquestions of sticking to what you said in your deposition, so

1

HSeptember 18th, 20082

let me ask you do you recall that I took your deposition on

A Yes.

0 All right. On Page 42, Line 4, question, "As we sit
here today in that regard, you do not have any objections or
concerns as far as the original costs as K W has put those

Wforth; is that right?"

Answer, "I have no concerns or problems with this

—————————————————

original cost study and the costs that are in it."

Do you stand by that testimony?

1
1 A I will stand by that testimony.
u 0 Okay .
CHAIRMAN CARTER: Mr. Wharton, would you yield for a
moment, please?
h MR. WHARTON: Yes.
CHAIRMAN CARTER: Commissioner Skop.

COMMISSIONER SKOP: Thank you. If the witness could

—————

perhaps bend his mike around, we might be able, when you're

1
T

|

facing that way, we might be able to hear better.

THE WITNESS: Oh, are we still having problems?

————————————————————

FLORIDA PUBLIC SERVICE COMMISSION




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

!

403

CHAIRMAN CARTER: Thank you.

MR. WHARTON: The utilization of these mikes is an

art.

THE WITNESS: I'll face you when I talk to him.

BY MR. WHARTON:
0Q Now you, you have acknowledged that in your summary
that growth of the utility has been 10 percent; is that

correct?

A The average over the past few years has been

10 percent.

0Q Okay. But, again, you construed the Commission's
administrative code rule such that you have only applied a
5 percent growth rate.

A That is correct.

Q So in that regard your construction of the rule in
your opinion compels you to utilize a growth rate that is only
half of reality; is that right?

A For purposes of used and useful there is a cap in the
administrative code of 5 percent.

0 Okay. Now you also didn't attempt in coming up with
used and useful, say, to project future flows, did you-?

A To the extent that I applied 5 percent to the, or a
5 percent per year to the historic test flow or test year flow

to achieve a growth allowance for purposes of used and useful I

did.
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H Q All right. But you didn't take into account, for
Hinstance, the fact that there are some persons in the service
Harea who are being served by onsite systems or by package
plants in your formula; correct?

r A Well, those are -- I have made a growth allowance in
1the used and useful calculation, which assumes that there will
be some growth connecting to the system at some point. The
calculation itself does not speak to whether those are new
customers or existing customers in the service area with septic
tanks.

Q So basically all you considered in applying the
5 percent was that the data you had indicated that growth was
5 percent or more and therefore the rule required you to apply
5 percent; correct?

A That is correct.

Q So you didn't really take into account any of the
particular vagaries such as the fact that there's a mandatory
connection ordinance in here and some people that have not
complied with the ordinance; correct?

A Yes, that is correct.

Q You didn't take into account any particular
commitment that the utility made to Monroe County in the
agreement that has been talked about in this proceeding; is
that correct?

A That is correct.

FLORIDA PUBLIC SERVICE COMMISSION




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

405

Q And you didn't take into account in particular any,
say, other commitments or reservations of capacity by any other
persons or entities; is that correct?

A That is correct. And let me, let me explain my last
few comments, if I may.

Q Sure.

A The questions that you are asking if I was just an
engineer or if I were looking at how would we prudently plan
for growth for this system would be questions that I would look
into. For purposes of used and useful I do not see that those
are relevant issues.

0 I understand.

CHAIRMAN CARTER: One more time, Mr. Woodcock.

THE WITNESS: I'm sorry.

CHAIRMAN CARTER: Just pull it to you. Just pull it
to you.

MR. WHARTON: Maybe I should go stand over there.

CHAIRMAN CARTER: There you go. It's kind of like,
do you remember when they had rabbit ears for televisions and
they had to stand a certain way with some aluminum foil?

THE WITNESS: You'd think after watching this for a

day and a half --

COMMISSIONER SKOP: It's kind of like flying. You

Hhave to --

CHAIRMAN CARTER: Sorry, Mr. Wharton. We're just
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trying to be able to hear at the bench.
MR. WHARTON: I see the court reporter signaling that
she's not hearing some of this.

BY MR. WHARTON:

Q Let's just talk about one last subject. Let's talk
about I&I. I&I is something you looked into; correct?

A Yes.

0Q And you determined that I&I measured on total plant
flow in your opinion was not excessive.

A That is correct.

L 0 Isn't it true that when a utility goes to advanced
wastewater treatment, they need to watch the chloride levels
and the toxicity in the process so that the plant will work

correctly?

A I have not conducted any specific studies with
respect to advanced wastewater treatment to, say, a secondary
form of wastewater treatment. But I will tell you that
chlorides can provide a toxic environment that can inhibit
treatment processes in wastewater plants.

0 And that is, that is an excellent object lesson to me
that I should stick to exactly what you said in your
Hdeposition.

So let me ask you again a question. You agree that
it's possible to have excessive saltwater intrusion in advanced

wastewater treatment without having overall excessive I&I;
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correct?
A Yes.
Q Okay. So you might have to get in there and do a

little I&I work if you've got advanced wastewater treatment
even if you're not over the 10 percent, depending on the
ﬂvagaries of the chloride levels and the plant you've got and et
cetera; right?
A That is correct.
MR. WHARTON: That's all I have, Mr. Chairman.
CHAIRMAN CARTER: Staff?
ﬂ MR. JAEGER: No questions.
CHAIRMAN CARTER: Any questions from the bench?

Mr. Burgess.

m—

MR. BURGESS: Thank you, Mr. Chairman.
REDIRECT EXAMINATION

‘BY MR. BURGESS:
| Q You were asked about the original cost study that you
| subsequently reviewed, Mr. Woodcock, and you indicated that you
had no problems with the methodology or level of costs. Does
that mean that if you were to perform the original cost study,
that that's the same results that you would have come up with
as a bottom line level of cost?
A Absolutely not.

Q Well, how does that -- I mean, how, how might it

differ then?
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A Well, I would say that you could give two engineers
the same set of data and tell them to do an original cost study
and get two different answers. There is a lot of work,
lguesswork, a lot of professional estimation that goes into
Wpreparing an original cost study, and the level of that
guesswork and estimation depends upon how much information
Tthere is available for which to actually perform your study.
ﬂHow much do you know about the original facilities that are
there? What kind of documentation is available? So depending
from engineer to engineer there can be a variety of reasonable
assumptions that can be made that can provide different levels
WOf original cost.
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