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BACKGROUND 1 

Q. Please state your, name, profession, and business address. 2 

A. My name is Dante M. Destefano, and I am Director of Regulatory Affairs for Nexus Water 3 

Group, Inc. (“NWG”), a holding company that indirectly controls Sunshine Water Services 4 

Company (“SWS” or “Company”). My business address is 500 W. Monroe Street, Suite 5 

3600, Chicago, Illinois 60661-3779. 6 

Q. State briefly your educational background and experience. 7 

A. I have been employed by NWG since October 2018. I graduated from Rutgers University 8 

with a Major in Accounting and am a Certified Public Accountant in the State of New Jersey. 9 

Prior to joining NWG, I was employed by American Water for 10 years - first as a Senior 10 

Accountant in the Accounting Department for two years, then in the Rates and Regulatory 11 

Department for eight years. During my last eight years with American Water, my duties 12 

consisted of preparing and assisting in regulatory filings and related activities for the Eastern 13 

Division. My responsibilities included preparing work papers and exhibits, providing 14 

testimony in support of rate applications and other regulatory filings, and addressing rate and 15 

tariff related matters. I also assisted with preparation of multi-year budgets and other budget 16 

modeling responsibilities. 17 

Q. Have you previously testified before any public utility commissions? 18 

A. Yes. I have provided testimony before regulatory Commissions in New Jersey, New York, 19 

North Carolina, Kentucky, Tennessee, and South Carolina. 20 

Q. What is the purpose of your direct testimony? 21 

A. The purpose of my direct testimony is 1) to sponsor the billing analysis, allocation schedules, 22 

the Water Services Corporation (“WSC”) Operating Agreement, and Corix Infrastructure 23 

Inc. (“CII”) Cost Allocation (“CAM”) Manual, 2) provide explanation for various pro-forma 24 

adjustments, 3) explain the cost allocation process for the Test Year, and 4) describe and 25 
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support certain customer initiatives and proposed tariff changes. 1 

Q. Are you sponsoring any exhibits? 2 

A. Yes, I am sponsoring several exhibits: 3 

 Exhibit DMD-1 is the Corix Infrastructure Inc. CAM Manual (filed confidentially – 4 

redacted copy attached). 5 

 Exhibit DMD-2 is the cost detail supporting the Meter Installation Fee tariff change 6 

for the Company’s Water Sheet 19.0.  7 

 Exhibit DMD-3 is the Schedule E-14 billing analysis, which is being filed 8 

simultaneously in the Docket as required by Commission Rules.  9 

 Exhibit DMD-4 are the allocation schedules required by Commission Rule 25-10 

30.436(4)(h), which is being filed in the Application as required by Commission 11 

Rules which is being filed simultaneously in the Docket.   12 

 Exhibit DMD-5 is the WSC Operating Agreement required by Commission Rule 25-13 

30.436(4)(h), which is being filed in the Application as required by Commission 14 

Rules which is being filed simultaneously in the Docket.  15 

Q. Were these Exhibits prepared by you or your staff under your supervision and control? 16 

A. Yes, they were, except for the WSC Operating Agreement and the CAM Manual, which are 17 

business records of Sunshine Water Services (formerly Utilities, Inc. of Florida). 18 

TEST YEAR AND PRO-FORMA ADJUSTMENTS 19 

Q. What is the Test Year authorized to be used for this proceeding? 20 

A. The Company submitted its Test Year letter request on April 19, 2024 (“TY Letter”), 21 

receiving approval by the Commission on May 6, 2024.  The TY Letter stated the Company's 22 

utilization of a Calendar Year 2023 Historic Test Year in this rate case filing.  As 23 

contemplated by FAC 25-30.430(2)(c), the Company proposes several pro-forma 24 

adjustments to the results of the Historic Test Year, as described in Company Witness 25 
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Swain's direct testimony and later in my direct testimony. 1 

Q. Please explain the Company's approach to its pro-forma salary & wages, payroll taxes, 2 

and benefits expense adjustments. 3 

A. The Company gathered a list of the payroll and benefits data for its staff in the Test Year and 4 

updated the employee listing for those filled and vacant positions at the time of this filing, 5 

populating the relevant salary, health benefit elections and costs, and applicable payroll tax 6 

rates as of the filing of this rate case.  The Company added other wages such as overtime, 7 

on-call, holiday, and call out pay at the level experienced in the Test Year by that employee 8 

position.  These pro-forma costs were compared to the Test Year results to compute the pro-9 

forma adjustments for NARUC accounts 601/701, 604/704, and 408. 10 

Q. Please explain the Company's computation of pro-forma Insurance Expense. 11 

A. The Company adjusted the Test Year for known changes in costs for insurance policy 12 

premiums that became known or effective during or after the Test Year.  SWS identified the 13 

annualized policy premiums and calculated the portion allocable to SWS, depending on the 14 

entities supported by and method of direct assignment of costs for each policy, which 15 

supports a $75,055 pro-forma adjustment across NARUC accounts 756 to 759 and $97,358 16 

across NARUC accounts 656 to 659. 17 

Q. Please explain the Company's computation of pro-forma Sludge Hauling Expense. 18 

A. The Company adjusted the Test Year for known changes in costs from a sludge hauling 19 

vendor.  SWS recalculated the Test Year’s invoiced activity from the vendor at the new rates 20 

(effective in 2024), which supports a $27,388 pro-forma adjustment to NARUC account 711. 21 

Q. Please explain the Company's computation of pro-forma Sewer Rodding Expense. 22 

A. The Company adjusted the Test Year for known changes in costs from a sewer rodding 23 

vendor.  SWS recalculated the Test Year’s invoiced activity from the vendor at the new rates 24 

(effective in 2024), which supports a $9,071 pro-forma adjustment to NARUC account 775. 25 
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Q. Please explain the Company's computation of pro-forma Purchased Sewer Treatment 1 

Expense. 2 

A. The Company identified that the Test Year flows for its purchased sewer treatment vendor 3 

for its Sandalhaven system, Englewood Water District (“EWD”), were not representative of 4 

ongoing expected flows based on the water metered activity of SWS customers in the system.  5 

The Company then averaged its last two years of Sandalhaven flows before the impacts of 6 

Hurricane Ian were felt in September 2022 (2020-21), and adjusted the Test Year flows to 7 

this average, priced out at EWD’s current purchased sewer treatment rate.  The resulting Test 8 

Year adjustment of $245,389 was made to NARUC account 710. 9 

Q. Please explain the Company's computation of pro-forma cellular service costs related 10 

to the AMI pro-forma project, which adjusts Miscellaneous Expense. 11 

A. The Company adjusted the Test Year to account for the annual cellular service and 12 

subscription costs from the AMI vendor.  SWS calculated the costs based on recent invoiced 13 

activity from the vendor times the number of estimated affected meters in the AMI project, 14 

which supports a $45,080 pro-forma adjustment to NARUC account 675. 15 

Q. Please describe how allocated costs were recorded for the Test Year. 16 

A. SWS is supported by WSC for its support services functions and the related costs.  SWS’s 17 

ultimate parent for the Test Year, CII, provided support and corporate services to and through 18 

WSC that supported SWS’s Test Year operations.  As detailed in the CAM Manual, CII and 19 

WSC costs were combined and processed through a two-tier allocation, with the WSC 20 

allocation by Equivalent Residential Connection (“ERC”) as the second and final tier for 21 

SWS.  These costs are recorded in NARUC accounts 634/734 in the Test Year books for 22 

SWS.   23 

For certain regional employees who provided support for SWS operations in the Test Year, 24 

they costs were also allocated to SWS based on ERCs for the business units supported by the 25 
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employee for the services provided.  These costs were recorded in the applicable NARUC 1 

account for the costs being allocated, such as Salaries (601/701), Benefits (604/704) and so 2 

on. 3 

Q. How has the Company reflected pro-forma Corporate and Support Services costs in 4 

the proposed revenue requirement? 5 

A. The Company compiled the Test Year gross CII and WSC costs to provide various Corporate 6 

and Support Services and allocated the costs through the Tier 1 and Tier 2 allocations, using 7 

the most current allocators for each tier as of the end of the Test Year, consistent with the 8 

CAM Manual process.  The Company removed certain costs from the Test Year gross 9 

amounts to be allocated, such as Corporate Development and Business Development costs.  10 

The Company compared the resulting pro-forma Corporate and Support Services expenses 11 

to the Test Year book amounts and identified decreases of $92,462 for NARUC account 634 12 

and $85,968 for NARUC account 734. 13 

CUSTOMER INITIATIVES AND TARIFF CHANGES 14 

Q. Please explain the company’s current options for customers to pay their water or sewer 15 

bill. 16 

A. Customers can currently make payments using a variety of methods, such as paper check, e-17 

check, debit card, or credit card.  Electronic payment methods can be processed via the 18 

Company’s mobile app and web pay portal, MyUtilityAccount, and can be used for auto-pay 19 

setup.  Customers can also trigger payments through their bank account (auto-draft) or 20 

initiate payment over the phone with the Company’s Customer Experience team.   21 

Despite this array of payment options, not all methods are free from payment processing, or 22 

transaction, fees.  Customers who pay over the phone, through the web portal or app, or auto-23 

pay via debit/credit card or e-check are charged a fee based on the payment amount, customer 24 

classification (residential, non-residential), and payment method (e-check, credit card, debit 25 
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card).  These fees are charged to customers at the point of transaction by the Company’s 1 

third-party vendor, First Billing Services (“FBS”).  None of the fees or transaction data is 2 

managed or maintained within the Company’s billing system. 3 

Q. Please describe the company’s proposal for addressing third-party payment processing 4 

fees. 5 

A. In recent years, customers have become more comfortable with making electronic payments 6 

and eschewing paper checks.  With the rise of online shopping, partially driven by necessity 7 

due to COVID-19 restrictions, customers are opting for the simplicity and convenience of 8 

electronic payments.1  In 2018, the number of check payments fell below the number of 9 

automated clearing house (“ACH”) debit transfers for the first time ever.2  Customers have a 10 

growing expectation for fee-free electronic transactions.  Consumer advocates also have long 11 

urged utilities and their regulators to remove burdensome processing fees for customers.3 12 

The Company believes it is appropriate to offer fully fee-free payment options for its 13 

customers, recovering the costs to process payments from all customers through its cost of 14 

service, as is currently done for existing fee-free methods such as checks.4  Removing these 15 

transaction fees provides additional flexibility to customers to choose the most effective 16 

payment option for their situation. 17 

Q. Please explain how fee-free payment options would benefit customers. 18 

A. Removing transaction fees from all payment methods would lead to increased customer 19 

satisfaction.  Customers would be able to freely select the best method of payment for their 20 

particular situation, without a penalty for selecting the most convenient option.  Customers 21 

would be better able to take advantage of incentives such as rewards points or cashback with 22 

 
1 https://www.digitalcommerce360.com/2021/02/15/ecommerce-during-coronavirus-pandemic-in-charts  
2 https://www.federalreserve.gov/newsevents/pressreleases/files/2019-payments-study-20191219.pdf  
3 https://www.nasuca.org/2012-07-urging-utilities-to-eliminate-convenience-fees-for-paying-utility-bills-
with-debit-and-credit-cards-and-urging-appropriate-state-regulatory-oversight/  
4 It should be noted that payment by paper check is not necessarily fee-free, due to postage and 
mailing costs borne by the customer. 
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their credit card provider, automate their monthly payments to better manage their home 1 

budget and avoid payment delays, leverage security features and protections provided by 2 

their bank, and to circumvent a lack of checking or savings account.5. 3 

Q. How would the Company account for transaction fees not charged directly to 4 

customers? 5 

A. The Company proposes that FBS directly bill the Company for the transaction fees it would 6 

otherwise directly charge to customers.  FBS would generate a monthly invoice based on the 7 

same billing structure used currently for customer payments, shown in Figure 1 below.  These 8 

invoiced transaction fees would be included as a billing expense within the Company’s cost 9 

of service and recovered in rates from all customers.   10 

Figure 1: FBS Transaction Fee Schedule 11 

 12 

Q. Please explain why it is reasonable for the company to include the cost of transaction 13 

fees in its cost of service. 14 

A. The Company expects a change to fee-free payments will provide overall benefits to both its 15 

customers and the Company’s administrative and operating practices.  Providing customers 16 

 
5 https://www.fdic.gov/news/press-releases/2018/pr18077.html  
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with better options for paying their bill can remove a disincentive to make a payment, 1 

improve the adoption of electronic and paperless billing practices, and otherwise lower the 2 

need for calls and contacts with the Customer Experience team.  Minimizing billing or 3 

payment-related calls as well as collections actions can allow the Company to better manage 4 

its administrative resources and control its operating costs. 5 

Q. Have other affiliates of SWS adopted this practice and received recovery of the costs in 6 

their revenue requirements? 7 

A. Yes.  SWS affiliates in Texas and North Carolina have adopted this practice and receive 8 

recovery of the third-party processing fees in their revenue requirements. 9 

Q. What amount of third-party transaction fees is the Company including in its cost of 10 

service in the current proceeding? 11 

A. SWS is requesting recovery of $386,919 of payment processing fees in its revenue 12 

requirement.  This amount was calculated based on the payment activity identified for SWS 13 

customers in the Test Year, using the fee schedule in Figure 1 above.  This amount was 14 

included as a pro-forma adjustment across NARUC accounts 636/736. 15 

Q. Is the Company proposing changes to miscellaneous charges or fees? 16 

A. Yes, the Company proposes to update its meter install fees on water tariff sheet 19.0 in order 17 

to reflect current costs for meters and labor related to these activities.  The fee is derived "at 18 

cost", and includes the cost of the meter, cellular connector, meter box, dual check valve, 19 

couplings, and labor for the installation.  Exhibit DMD-2 presents the components of the 20 

proposed tariff meter installation rate of $591.83 for a 5/8” meter, as well as the calculations 21 

for larger meters where the fee is also based on the actual cost. 22 

Q. Does that conclude your direct testimony? 23 

A. Yes.  However, I reserve the right to update or amend this testimony should additional 24 

information become available in the future. 25 
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Water Meter

Size Meter Cellular Connector Couplings Flange Meter Box Dual Check Labor Total

5/8" 201.75 144.45 10.39 34.00            97.86 103.38 591.83             

1" 272.37 144.45 14.88 34.00            110.44 103.38 679.52             

1.5" 626.54 144.45 83.41 95.36 103.38 1,053.14          

2" 760.29 144.45 98.33 95.36 103.38 1,201.81          

Reuse Meter

Size Meter Cellular Connector Couplings Flange Meter Box Dual Check Labor Total

5/8" 201.75 144.45 10.39 34.00            97.86 103.38 591.83             

1" 272.37 144.45 14.88 34.00            110.44 103.38 679.52             

1.5" 626.54 144.45 83.41 95.36            103.38 1,053.14          

2" 760.29 144.45 98.33 95.36            103.38 1,201.81          

Potable Irrigation Meter

Size Meter Cellular Connector Couplings Flange Meter Box Dual Check Labor Total

5/8" 201.75 144.45 10.39 34.00            97.86 103.38 591.83             

1" 272.37 144.45 14.88 34.00            110.44 103.38 679.52             

1.5" 626.54 144.45 83.41 95.36 103.38 1,053.14          

2" 760.29 144.45 98.33 95.36 103.38 1,201.81          

Docket No. 20240068-WS
Meter Installation Fee - Cost Summary
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