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PROCEEDTINGS

CHAl RVAN BROMN:  Moving on to Item 4.

MR BUYS. Good morning, Commissioners. I'm
Dale Buys with Commission staff. Chairman, if I may, I
would like to introduce Anwar Archer and Seth Yeazel
from the Commission staff, which this is the first time
they are appearing before the Commission at the
Commission Conference.

COW SSI ONER EDGAR: Welcome.

CHAl RMAN BROWN:  Yes, welcome.

MR BUYS. Mr. Yeazel has the pleasure of
introducing Item 4.

CHAI RVAN BROMN:  Good morning.

MR YEAZEL: Hey, good morning. Good morning,
Commissioners. I'm Seth Yeazel with Commission staff.

ITtem 4 is staff's recommendation in Docket No.
160006-WS regarding the annual reestablishment of the
authorized range of returns on equity for water and
wastewater utilities pursuant to Section 367.081 of the
Florida Statutes.

Staff recommends that the current leverage
formula approved by the Commission in 2015 continue to
be used until the leverage formula is readdressed next
year. The Commission has approved the same leverage

formula each of the past five years, and staff believes
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that the range of returns on common equity currently in

place continues to be -- excuse me -- continues to be
more reasonable than the range of returns on common
equity derived from this year's leverage formula using
the most recent financial data.

Financial market conditions have remained
essentially the same since 2011 and are representative
of current conditions. No customer contact has been
made regarding this docket, and no one has requested to
speak on this item.

CHAI RMVAN BROWN: Thank you.

Commissioners, you're being -- you're going
easy on him.

Commissioner Patronis.

COW SSI ONER PATRONI'S:  Thank you, Madam
Chairman. I'm just curious if there's any reason why
Mr. Archer is wearing orange and blue today.

MR, ARCHER  Go Gators.

CHAI RVAN BROMN:  Yay. All right.

COW SSI ONER EDGAR: They're everywhere. I
told you, they're everywhere.

CHAIl RVAN BRONN:  We are.

I do actually have a question for Mr. Buys
regarding the continuity of this leverage formula.

We've been using it for five years. I just wanted a
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little bit more of a rationale for why we're continuing

to use it without using the updated financial
information in setting the leverage formula.

MR BUYS. Yes, Chairman. Based on the
results of the last five years' model that we used to
look at the range of returns, the results have had a
wide spread, a large spread, over 300 basis points, as
compared to the one we're using currently, which is only
242 basis points. What that would do is that increases
the upper end of the ROE and also lowers the lower end
of the ROE.

The reason we're doing that is because of the
Fed's policies that have been in place, the quantitative
easing policies, that have resulted in low, low bond
yields, historically low bond yields, which kind of
skews our results of the model. Now once the Fed starts
raising interest rates and the market would expectedly
come down, the return on the stock market, those ranges
should narrow, and we can go ahead and use more current
financial data. But so long as you kind of have an
artificial low bond rates that are used in the formula,
we get this large spread that's really not reasonable
for setting the rates for the water utilities.

CHAI RMVAN BROWN: Thank you. I appreciate that

explanation.
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Commissioners, any other questions?
a motion on all items?

COW SSI ONER GRAHAM  Move staff.

COW SSI ONER EDGAR: Second.

CHAl RMAN BROWN. 211 those in favor,

(Vote taken.)

The motion passes.

(Agenda item concluded.)
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Can I get

say aye.
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