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1 PROCEEDI NGS

2 COW SSI ONER BROMWN:  And our | ast itemtoday
3 at this agenda conference is Item4. And | believe
4 we have sone of the parties here to address us as
5 wel | .
6 M5. HUDSON: Conm ssioners, Shannon Hudson on
7 behal f of Comm ssion staff. ItemNo. 4 is staff's
8 recommendati on addressing Phase 2 rates for Little
9 Gasparilla. By Oder No. PSC- 14-0626- PAA- W,
10 I ssued October 29th, 2014, the Conm ssion approved
11 four pro forma plant projects including the
12 construction of an office building.
13 Al projects were considered prudent and
14 reasonabl e; however, concern was raised in regards
15 to the cost of the construction of the building.
16 Therefore, the Conm ssion approved the projects,
17 but determ ned that a final decision on the Phase 2
18 revenue requirenment and rates wll be nmade after
19 the utility conpleted all of the pro forma projects
20 and the costs were eval uated.
21 Little Gasparilla conpleted the projects in
22 February of 2017 and provided and required
23 docunentation on April 28th, 2017. Staff is
24 recommendi ng a revenue requirenent increase of
25 19. 23 percent for Phase 2.
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There has been custoner contact since the
utility -- since the Comm ssion approved Phase 1
rates. The O fice of Public Counsel also provided
letters, which staff has addressed in its
recomendat i on.

Utility representative, M. -- M. and
Ms. Boyer are here, as well as their attorney,

M. Friedman, and the O fice of Public Counsel.

Staff is prepared to answer any questions you
may have at this tine.

COMM SSI ONER BROMWN: Ckay. Thank you.

Good afternoon, M. Friednman.

MR. FRI EDVMAN:  Good afternoon. Thank you,
Madam Chai rman, Conm ssioners. |'m Marty Friedman,
of Friedman and Friedman, on behalf of Little
Gasparilla Water Utility. Wth ne is Jack and
Di ane Boyer on behalf of the utility.

And -- and the staff recommendation is
acceptable to the utility, and we would just |ike
to reserve tine to respond to any conmments that OPC
or -- or the Comm ssioners, thenselves, may have.

COMWM SSI ONER BROMN:  Absolutely. And | know
this case has been going on for quite a long tine.
So, if the utility would like to address us at all,

they are nore than welcone to as wel |.
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MR BOYER W are |looking forward to the
conclusion. |t started about eight years ago when
we started with the staff-assisted rate case with
Charlotte County, and then --

COW SSI ONER BROMWN: | - -

MR. BOYER It's been awhile.

COW SSI ONER BROAN: | hated to defer it, 1've
got to be honest, but --

MR. BOYER And | renenber you, Comm ssioner
Brown, stating that you had been to Little
Gasparil |l a.

COW SSI ONER BROAN:  OF t en.

MR. BOYER  Yeah. Ckay.

COW SSI ONER BROAN: And Boca G ande.

MR. BOYER  There you go.

COMM SSI ONER BROMN:  Yeah. Al right.

M. Sayler.

MR SAYLER: Happy New Year.

COW SSI ONER BROMN: Happy New Year.

MR, SAYLER: And Chairnman Brown, your | ast
day, and -- for now, and Chairman G aham Happy
New Year, Conmi Ssioners.

Good afternoon. M nane is Erik Sayler. And
with nme today is Ms. Denise Vandiver with the

Ofice of Public Counsel and on behalf of the
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custoners of Little Gaspar- -- Little Gasparilla
Island Uility.

Si nce you | ast approved Phase 1 rates, this
utility has experienced sone extraordi nary
gromh -- since the Phase 1 rates were approved
Cct ober 2nd, 2014.

I n addition, based upon the information that
Ms. Vandiver and | wll present today, we believe
that custoner rates should be decreased. Plainly
put, the Phase 2 rates being recommended by staff
will put this utility into an over-earnings
situation.

Since it's been three years and three nonths
since the Conmm ssion approved the Phase 1 rates for
Little Gasparilla, M. Kelly thought it would be
hel pful if | provided a brief tine |line of events.
Thi s docket was opened Novenber 4th, 2013, as a
staff-assisted rate case. A custoner neeting was
hel d July of 2014.

On Septenber 22nd, staff filed their
reconmendati on reconmendi ng approval of Phase 1 and
Phase 2 rates for this utility. And then
Cct ober 2nd, 2014, the Conmm ssion voted to approve
Phase 1 rates, but they denied Phase 2 rates, based

upon concerns rai sed at that agenda.
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And the Conm ssion gave the utility 12 nonths
to conplete all of the pro forma projects necessary
for Phase 2 rates. The Phase 1 rate increase, if
you recall, was a little over 25-percent rate
I ncrease.

Over a year after the Comm ssion's order was
I ssued, the utility requested, on Decenber 1lth,
its first of three extensions of tinme to conplete
its Phase 2 pro forma projects. The first two were
granted. And then the |ast one was filed on
Decenber 5th, 2016, with the request through
February of -- 28 of 2017.

Wth that brief history, M. Vandiver and |
will prevent -- present the foll ow ng concerns
regarding staff's recommendati on before you today;
first, the apparent failure of staff's
reconmendation to conply with the, quote, "known
and neasur abl e changes" and, quote, "natching
principle" set forth by the Conm ssion's recent
decision in the Key West KW Resorts Uilities
deci si on.

Ms. Vandiver will then address specific
recommended adjustnents that she believes should be
made.

And third, | wll be addressing the |ack of a
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customer serv- -- custonmers -- custoner neeting to
address quality of service, as well as sone
apparent all eged easenent issues on the islands and
the potential of a managenent audit.

First, we believe that the billing
determ nants shoul d be updated consistent with the
KWRU deci si on for known and neasurabl e changes t hat
are representative of current utility operations,
as well as to conformw th the Conm ssion's
mat chi ng principle.

On Page 12 of the Key West Resorts Utility
final order -- | wll skip the order nunber for
you -- the Comm ssion stated: Rate-making is
prospective in nature, and it is this Conm ssion's
practice to recogni ze known and neasur abl e changes;
thus, if necessary, adjustnents are nmade for known
and neasur abl e changes to the test-year anounts;
therefore, we find that adjusting the utilities'
2014 test year, based upon known and neasurabl e
information, is a reasonabl e approach to establish
revenue requirenments and rates that are
representative of this utility's current
oper ati ons.

On Page 66 of that same order, the Conm ssion

reaffirmed the matching principle, stating: The
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1 principle matching cost and expense of the sales at

2 the center -- is at the center of the argunent --

3 excuse nme -- of the argunent for establishing

4 correct billing determ nants. The Conm ssion

5 recogni zes the need to match identifiable custoner

6 grow h and sales with known and neasurabl e growth

7 inthe utility's investnent and expenses.

8 Consi dering the inpacts that any growth or

9 decline in sales would have on revenues, we believe
10 that the matching principle is an inportant concept
11 to be observed in the rate-nmaking process.

12 In this particular case, the biggest known and
13 nmeasur abl e change for Little Gasparilla |Island

14 Uility is custonmer growth. Since Phase 1 rates

15 were approved in October of 2014, 84 new custoners
16 were added to the existing 700 and -- excuse ne --
17 372 existing custoners. That's a little over

18 25-percent increase in growh.

19 The only adjustnent noted in staff's

20 reconmendation to take into account this 25-percent
21 I ncrease in custoners was an increnental increase
22 I n rate-case expense for increased noticing cost to
23 address the new custoners.

24 On the other hand, staff's recommendati on

25 doesn't include any adjustnents for the additional
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1 revenues or expenses associated with this new

2 custoner growth; thus, staff's recomendation fails
3 to conply with the known and neasurabl e changes in
4 mat ching principle set forth by this Conm ssion in
5 the KWRU order.
6 These adjustnents to expenses and billing
7 determ nants shoul d be nmade before cal cul ati ng any
8 new rates for Little Gasparilla Island. Nbreover,
9 we believe that these adjustnents will result in a
10 rate reduction for custoners.
11 In the alternative, if the Conm ssion declines
12 to adjust the billing determ nants today, any new
13 rates and revenues should be held subject to
14 review -- excuse me -- subject to refund, in order
15 to avoid Little Gasparilla Island receiving a
16 wi ndfall that would not be detected until it files
17 Its 2018 annual report in March of 2019.
18 COW SSI ONER BROMWN: M. Sayler, may | stop
19 you, please --
20 MR SAYLER:  Sure.
21 COW SSI ONER BROMWN: -- and ask you: Do you
22 have those adjustnent figures for us, calcul ated?
23 MR, SAYLER: |I'm-- actually, M. Vandiver is
24 going to address that right now.
25 COMM SSI ONER BROMN:  Ckay.
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M5. VANDI VER: Thank you, Conm ssioners.

| have several different issues; nmany of them
address areas where the utility has failed to neet
its burden to provide sufficient docunentation.

But let ne start first with Phase 1, the
docunentation for the north-1ine extension.

On Page 7 of the staff recomendation, the
staff comments that the utility has incurred
$61, 000 of the originally $86,000 -- about. | have
not seen that nunber in the docunentation that was
provided. So, | believe that that anount shoul d
not be al | owed.

Moving on to Phase 2 docunentation, Little
Gasparilla provided a cover page with its
docunentation that |isted 11 types of costs. And
there were lots of bills and invoices attached to
t hat .

COW SSI ONER BROMWN:  That's on, what, Page 11,
did you say?

M5. VANDIVER Yes -- no. No. The cover page
was -- had 11 types. | -- | haven't gotten to a
page nunber on Phase 2 yet.

COMM SSI ONER BROMN:  Ckay.

M5. VANDI VER: Those are cov- -- the Phase 2

docunent ati on covers several different projects.
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And |I'm going to discuss sone of those
I ndi vi dual |y.

COW SSI ONER BROWN: Do you have them
nmenorialized in one of the witings that you' ve
submtted in the record?

MS. VANDI VER:  Yes.

COW SSI ONER BROWN:  Can you refer us to that
so that we can followit on --

M5. VANDIVER: It was the docunent | filed on
Decenber 20t h.

COWM SSI ONER BROAN:  Cot it.

Comm ssi oners, | hope you have a copy of that
as well? kay.

Thank you.

M5. VANDIVER. So, as | reviewed the 11 types
of costs that the utilities submtted, | found that
a lot of the costs -- the utility failed to explain
how t hose related to the projects that were
submtted. And there -- | believe that there were
three projects that were not supported by the
docunents that were attached. And so, as | go
t hrough those, I'lIl nention which ones.

| also would Iike to note first that Little
Gasparilla filed this SARC in 2013, of course. It

was a Cass Cutility; however, the three-year
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1 average of revenues since then, from 2013 to 2015,

2 has placed this utility into a Cass B category.

3 And it will no longer be eligible for SARCs in the

4 future.

5 | think, as a result of that, the managenent

6 of the utility needs to be put on -- be held to a

7 hi gher standard in regard to submtting records and

8 mai ntaining its books and records.

9 The Comm ssion has a rule, 25-30.110, that the
10 utility is required to furnish infornmati on when the
11 utility -- when the Conm ssion asks for it.

12 25-30.450 requires that this information be

13 organi zed in a systematic and rational manner so

14 t he Conm ssion can verify the schedules in an

15 expedi ent manner. The utility did not do that in
16 this case. And | believe the -- it needs to be put
17 on notice that that is inportant in the future.

18 The first category | would |ike to address is
19 on Page 12. And it's -- of the recomendati on.

20 It's the cost for the newutility building. Staff
21 comrents that the cost was $355,000. And in the

22 utility's summary, it includes five sets of costs.
23 My review indicates that nany of these charges
24 shoul d not be included. [|'mgoing to address the
25 hard costs and the soft costs that the utility
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i dentified.

The soft costs were identified as 35, 464,
however, the docunents submtted did not equal that
total. And the docunents that were included
i ncl uded cl osing costs that would be included in
the cost of debt. And they should not be included
here and dupli cat ed.

Sone of the docunents were escrow paynent and
|l egal fees with no description. And | believe
t hose should al so be renoved. | believe that the
soft costs should be reduced by $29, 032.

The hard costs were identified by the utility
as 40,242. Those also did not equal the total,
based on the invoices attached. There were four
i nvoi ces that were duplicates. There was a
contractor fee that should be included in the
contract amount. And | believe that the hard costs
shoul d be reduced by 11,958. Those two together
woul d reduce the cost of the building by $40, 990.

And nmy third project in the pro forma plant is
a neter-replacenent program This can be found on
Page 13, and staff included $56,094. | believe
that one invoice is mssing for 13,519, and that
shoul d be di sal | owed.

But there's other discrepancies that |'m
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specifically concerned about in this category al so.
The staff work papers seemto indicate that there's
an invoice for 450 neters, |abor for four -- |abor
costs for 160 neters, and the retirenment of 131

nmet ers.

So, at a mnimum | believe that the neter
should -- the neters for future use should be
renoved unless the related retirenment is also
included. | don't believe it's fair for the
custoners today to pay for future neters unless
you're going to retire other neters. That
would re- -- and then, | also believe the 13,519
shoul d be renoved for | ack of evidence.

Anot her issue that | have is on Page 20. The
staff cal cul ated accunul ated depreci ati on and
depreci ati on expense on plant bal ance that did not
i nclude the adjustnents that staff made for the
denolition costs and a refunded deposit. This
woul d result in approximtely $1, 100 reduction in
t he expense and accunul at ed depreciation. And a
simlar adjustnent should be made for the property
t axes.

Moving on to the capital structure, on
Page 15, staff nakes a recomendation to increase

equity by 120,884. Staff bases this on five
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anmpunts in its work papers, but | have not found
t hose anobunts in the supporting docunentation, and
there's no indication in the staff recomendation
what these are for and where they can be found. |
woul d recommend that these increases to equity
shoul d al so be renoved.

Moving on to Page 17, the staff recommendati on
I ncreases purchase power, chem cals, and purchase-
wat er expenses by $4,000 to renpove the adjustnent
In Phase 1 rates for excessive, unaccounted-for
wat er .

| specifically disagree with this adjustnent
because, even though the utility has currently
reduced its excessive, unaccounted-for water, the
costs in the test year were higher because there
was excessive water in that period of tinme. Those
costs are inflated and should continue to be
reduced for future rates. Therefore, | believe the
$4, 000 should not be reduced -- or be increased.

Al so, on Page 17 is the insurance expense.
The staff recomendation includes an adj ust nent
that -- based on several invoices. | did not find
an invoice for the anount of $3,899, and | believe
that shoul d be renoved.

On Page 19, the staff recommendati on increases
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1 O & M expenses by $15,272 for the price indexes and

2 pass-throughs that have occurred since the Phase 1
3 rates. Included in that adjustnent -- or in
4 addition to that adjustnent, staff increased by
5 $424 for the effect to reinstate the excessive
6 unaccounted-for water adjustnents. | believe,
7 based on ny | ast argunent, that that should not be
8 made. So, that should -- that's the four -- that's
9 only $424.
10 And as M. Sayler has nentioned, we have a
11 concern with the billing determ nants and the
12 revenues not being adjusted for the current grow h.
13 This utility has experienced 26-percent grow h,
14 which is unheard of in this day and tine, but
15 nostly it's due to the mandatory connecti on charges
16 t hat have been placed on the residents of the
17 I sl and.
18 We haven't had to deal with high growth and
19 projections for future rates, but | think, in this
20 case, it has to be addressed, not only for the sake
21 of the ratepayers, but for the sake of not putting
22 the utility in an over-earnings position.
23 The new custoners billed at the proposed rates
24 will generate approxi mately $106, 643, which would
25 increase the utility's rate of return over the
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range established in the capital structure on
Page 28.
As M. Sayler said, if these revenues are not

pl aced subject to refund, by the tinme the utility

files the rate -- annual report for this current
year, it wll be March or April of next year, and
then it will take several tine- -- nonths for the

staff to review the annual report.

And | think it needs significant review
because the current annual report on file has
expenses that are significantly higher than the
| ast order issued by you on expenses. The -- the
expenses have been inflated significantly, and that
needs to be investigated and not just taken at face
val ue.

Wth that, ['Il turn ny remarks back to
M. Sayler.

MR. SAYLER. Madam Chair, are you ready for ne
to continue or did you have any questions?

COMWM SSI ONER BROMN:  Yes, pl ease.

MR, SAYLER: Al right. Al right. As noted
earlier, we had a concern that there was a | ack of
a custonmer neeting in this case to address the
quality-of-service issues as well as the alleged

i ssues wth easenents on the isl and.
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It's been -- as we said, it's been over three
years, three nonths since the Conm ssion | ast
approved rates. There has been a trenendous anount
of growth and many new custoners. And also in this
| ast rate case, this Conmm ssion determ ned that
quality of service was narginal

And due to this increase in custonmers, and as
it -- also, as it relates to the extended del ays in
conpleting the Phase 2 pro forna projects, this is
why we're here today, several years after the fact.

So, because of all these delays and the anount
of tinme between the |last decision and this Phase 2
rates, we did request a custoner neeting. It would
have al |l owed these custoners to conment on the
quality of service, whether it's still marginal
whether it's satisfactory.

It would have given custoners an opportunity
to comment on the proposed Phase 2 rates, and al so
to provide a forumfor any custoners or future
custonmers to relate any issues that they had with
t he managenent of this particular utility.

W' ve al ready passed that opportunity for a
custoner neeting; however, going forward, if
there's another situation where there's been such a

| ength of tinme between Phase 1 and Phase 2, a
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custonmer neeting would certainly be hel pful and
beneficial for this Conm ssion.

Last, the issue of easenents. | do have a
handout | would like to -- to pass out. Sone of
t hese --

COW SSI ONER BROMN:  All right. | wll
have -- can sonebody from staff please hel p assi st
with the distribution?

Thank you, Cheryl -- the nost-senior staff
nenber, | may -- thank you.

MR. SAYLER: And you nmmy al ready have a copy
of these.

COW SSI ONER BROAN: W do.

MR, SAYLER  Ckay.

COMWM SSI ONER BROMWN: By the way, we have
received a couple of e-mails; one fromLeslie Finch
and one fromWII|iam Meyers. So, Conm ssioners do
have this.

MR, SAYLER: Ckay. Certainly. And -- and
also in this packet, there's another e-mail from
M. WIliam Cavins that was put in the docket file
by staff that al so discusses an issue of crossing
property with -- w thout an apparent easenent.

COW SSI ONER BROMN:  Thank you.

MR, SAYLER: Al right. Mwving on with this
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issue, it is -- in our -- excuse nme -- it is
axiomatic that it would be inprudent for a utility
to trespass on private property w thout first
obtaining proper utility easenents, and it follows
that any legal fees and other costs related to such
i nprudent actions by a utility should not be
allowed to be recovered fromutility custoners.

OPC rai sed the issues of the high costs of
easenents in its August letter, and then also the
apparent | ack of easenments in sonme instances in --
I n our Novenber letter to staff.

Qur concern is that Little Gasparilla Island
may have installed its north-line extension across
private property wthout first obtaining all the
requi red easenents fromall the property owners.

As shown in these three letters, two of them
are fromcurrent property owners and future
custoners, and one is froma current custoner who
owns two sets of property on the island. And these
owners conpl ain of instances where they believe
that the utility has crossed their property w thout
obt ai ni ng an easenent.

In our Novenber letter to the Comm ssion,
staff, we requested that this utility submt

updat ed system naps showi ng the | ocation of all
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1 |ines and neters that have been installed since the

2 Conmm ssi on approved rates nore than three years

3 ago. W requested a map showing the utility

4 easenments that it has obtai ned.

5 Staff recommendation's, however --

6 recommendati on, however, does not address this

7 failure to provide those system maps to the

8 Comm ssion. These system maps are necessary Sso

9 that the utility can locate its own lines to be

10 abl e to connect new custoners.

11 And secondly, if a custoner dials 811 to dig
12 on their property, how are they going to know where
13 the water line is if the utility doesn't have its
14 own system nmaps?

15 Wth respect to the easenents included in

16 Phase 2 rates, the recomendation includes $21, 000
17 for legal fees and the cost of obtaining what is

18 called the Puerto easenent. To learn that it's the
19 Puerto easenent requires | ooking at docunents in

20 the file. That's discussed on Pages 9 and 10 of

21 staff recomrendation. There's sone other costs for
22 smal | easenents that we're not disputing.

23 However, in order to acquire the easenent from
24 M. Puerto, Little Gasparilla Island had to

25 initiate an em nent-donai n proceeding for which it
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



22

1 is seeking nore than $14,000 in legal fees plus an

2 addi ti onal $7,000 for the cost of the easenent.
3 We're not necessarily disputing the 7,000 for
4 the easenent. |It's the legal fees that give us
5 concern because our concern is that the
6 reasonabl eness of these costs, whether they are
7 reasonabl e or they are inflated because -- did the
8 utility, in fact, cross this -- M. Puerto's
9 property before obtaining the rights to do so. W
10 don't know.
11 Anot her exanple is discussed on Page 10 of
12 staff's recomendation. There was an e-mail to the
13 Conmm ssion on Novenber 28th. It was froma
14 property owner who was a future utility custoner.
15 And he stated that he believed the utility crossed
16 his property w thout an easenent.
17 Staff recommendati on, however, dism sses this
18 al | eged trespass because the resident, one, is not
19 a current custoner; and two, because |egal fees
20 associated wwth this alleged trespass is not
21 i ncl uded as proposed Phase 2 rates.
22 We do not understand why or how such all eged
23 behavior by a utility can be ignored because such
24 action goes to the heart of the quality of service
25 and the utility's managenent practices.
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I n essence, ignoring such behavior now ki cks
the proverbial can down the road to the next rate-
case proceeding, if and when such future | egal
costs are disputed as it relates to obtaining
future easenents.

We believe it should be addressed now before
any new rates are approved. And one of the neans
t he Conm ssion has used in the past are managenent
audits to investigate these -- these things that
custoners have rai sed.

And due to these concerns, we're asking that
the Commi ssion consider that and initiate an
I nvestigation or a managenent audit to determ ne
the follow ng: One, why the utility has not
provi ded system maps with the | ocation of new water
l'ines, nmeters, and easenents to the Conm ssion
staff,;

Two, whether the utility properly obtained
easenents from property owners before installing
the north-1ine extension and/or has incurred
additional costs for these inprudent actions;

Three, whether any additional utility --
utility easenents are still needed for the main
ext ensi on project;

Four, how the utility -- whether the utility
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properly infornmed | andowners it intended to cross
their property before doing so;

And five, whether the utility is using
established utility easenents that have been
surveyed for accuracy and docunent ed.

I n concl usion, Conm ssioners, we believe that
there are nultiple adjustnents that are required
for this utility to address our concerns, as well
as sone serious questions to be answered regarding
t he easenents before you approve any changes in
rates for this utility.

Thank you for your attention to our |engthy
expl anation of our concerns. W're prepared to
answer any questions.

COMM SSI ONER BROMWN:  Thank you. And | know
you had a host of issues. So, |'m happy that you
had an opportunity to address all of those here
t oday.

I"mgoing to turn to M. Friedman to see if he
would |i ke to respond to any of those issues that
were presented by OPC.

MR FRIEDVAN. | wll and then --

COMW SSI ONER BROMAN:  And then we'll turn to
staff as well.

MR. FRI EDMAN.  Okay. Thank you. I'"Il -- 1"11
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1 just try to address themon -- on a |arger-overview

2 point of view, and start wth -- with M. Sayler's
3 attenpts to equate this case to the KWcase. And
4 there are substantial differences between those two
5 cases that -- that nake it not applicable, not the
6 | east of which is that the Public Counsel in this
7 case hasn't included any additional expenses that
8 the utility may have i ncurred.
9 If you recall, in the KWcase, while | -- | --
10 | think it was an erroneous conclusion, this --
11 the -- you at |east |ooked at the actual expenses
12 that were incurred for sone period of tine and
13 tried to annualize it and -- and it -- | think -- |
14 think it turned out to be a ness, but
15 notw t hstandi ng that, at |east you -- you included
16 sone expenses.
17 In the instant case, there's no including any
18 expenses, and it's -- be inappropriate to include
19 the revenue wi thout the expenses. And in fact, as
20 you poi nted out, expenses have increased since the
21 original case was fil ed.
22 So, | don't think -- | just don't think -- the
23 KW case doesn't apply to this case. And | think
24 it"'s a--it'sa--it'sinproper to try to nake it
25 bootstrap in -- or shoehorn into it.
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1 I"'mgoing to let -- let M. Boyer address --

2 t he easenent issue was just a -- I'mgoing to |et

3 hi m address the specifics of it, but let ne tel

4 you, you know, | represent a lot of utility

5 conpanies. And | think it's naive to think that

6 every utility has got a -- an easenent for every

7 foot of line that they have. Unfortunately, the

8 busi ness just isn't run that way, even fromthe

9 best to the smallest.

10 M. Boyer is going to tell you about the ones
11 inthis case. The lines are there. And you know,
12 grant ed, when sonebody says, okay, you can put a
13 line there -- should they have gone and gotten

14 sonething nore formal than that? Sure. But the
15 fact -- particularly this last guy, he bought

16 the -- the house know ng there was an easenent

17 there, and now he's conpl ai ning about it.

18 | woul d point out that -- that he concl udes
19 his letter or I -- | don't -- I"'msorry. | don't
20 know whet her Leslie is a man or wonman -- concl udes
21 the letter by saying: W're very pleased with the
22 quality of the water; just a liability issue with
23 t he conpany crossing our land to read the neters.
24 So, this custoner doesn't |ike them crossing
25 the land to read the neters, which I'msure you're
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1 aware that the -- the -- the rules will allow the

2 utility to cross sonebody's | and w t hout being
3 trespass to read neters. This is all going to be
4 taken care of once all the neters are in place and
5 they're electronic nete- -- read, that won't be an
6 I ssue.
7 But the point is, it's not |like they went out
8 and just haphazardly put lines in the ground
9 wi t hout having any consent from sonebody to do so.
10 Maybe they haven't done the formalities they should
11 have done, but they certainly nade a good-faith
12 effort to get consent to do that.
13 The managenent audit -- | don't understand. |
14 mean, | -- | -- the issues that he -- he's asking
15 you to address in the managenent audit |'ve never
16 seen addressed in a managenent audit; basically
17 wanting you to make determ nations and findi ngs
18 upon whet her the conpany properly obtained
19 easenents, whether they -- additional easenents are
20 needed, properly inforned the | andowers -- those
21 aren't managenent-audit -- nmanagenent audit in --
22 that | have seen in the past is when the staff
23 cones in to | ook at the way they operate and show
24 t hem how they can do better in the future; custoner
25 conplaints; howto deal with regulatory issues; how
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1 to deal with the Comm ssion i ssues. Those are the

2 kind of things that a managenent audit is intended
3 to do. A nmanagenent audit is not intended to say
4 what they did historically in the past -- whether
5 It was right or wong.
6 The neter replacenents -- |'ll just coment on
7 one thing about that -- is that -- that -- tal k- --
8 they' re conpl ai ni ng about the fact that there
9 weren't retirenments, and nost of those neters
10 were -- were fully depreciated anyway. So, there
11 woul dn't be any financial inpact of that
12 retirenment.
13 As to the actual cost of these itens, | think
14 that the staff analyzed the -- the docunentation
15 that was provided and -- and did a good job of
16 doing that. And | think their analysis is correct.
17 So, | would ask -- just ask if M. Boyer has
18 any of comments about specific issues.
19 COW SSI ONER BROMWN: M. Boyer ?
20 MR. BOYER  Yes, nma'am Thank you
21 First, I wsh that | could take the O fice of
22 Publ i ¢ Counsel down and show them this island.
23 Ckay. It's a very unique place. And there -- when
24 we first started this 30 years ago, there were no
25 nort h-south easenents. Ckay. You cane to the
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1 i sland by boat and you went.

2 Once | reached 100 custoners, | was required
3 by law to then becone a regulated utility, at which
4 time, | tried to turn it over to the honeowners as
5 a not-for-profit. W couldn't get enough people to
6 sit on the board. Nobody really wanted to do that.
7 They're there for weekends and fi shing.
8 Long story short, we decided that we had to
9 grow. W had to provide -- once we got a
10 franchi sed area, certificated area, enconpassed the
11 entire island.
12 Now, it's a matter of obtaining easenents to
13 go through here. W' ve obtained over a hundred
14 easenents. These two letters that you got are --
15 are very easy to explain. GCkay. W' ve received
16 over a hundr ed.
17 When we went down in 2000, we did our major
18 | ine expansion. And the honeowners woul d give the
19 easenent at no cost so that their neighbor could
20 have services. GCkay. D d we docunent each
21 easenent and cost and -- and get each one of them
22 surveyed? No, we did not. They've been in the
23 ground for alnost 20 years now.
24 W're with Florida Power & Light. Florida
25 Power & Light has the exact sane situation where we
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run parallel in a lot of places, and a | ot of
pl aces we don't.

These paths that run north and south -- the
utility had nmade the determnation that if it's
going to expand, it would be good that if the --
the -- the fire hydrant would be in a place where a
fire truck could go, even though there was no
nort h-south easenent, fire trucks are still on the
island. So, we tried to go where the cart paths
have been for the past 30 years. Now, a |ot of
peopl e have determ ned that these are proscriptive
easenents.

The honmeowner's association is going through
this right now, where a house is being built and
they're shutting down the north-south. Wll, the
first thing that shows up is a deputy sheriff:

You' ve got to open up the road. It's not a road.
Well, it has been for 30 years. GCkay. So, we did
t he best we coul d, going through.

The -- the one property that this -- this
veteran is talking about is -- |'ve been dealing
with the gentleman called Bob Meronik -- Weronik --
excuse. And he had lived there for two or three
years and -- and we went -- | brought an attorney

when we went through the Jam e Puerto em nent
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1 domain -- and by the way, he was not conpensated

2 $7,000. Jami e was not conpensated one penny for
3 his property.
4 When the appraisal cane back, it was less than
5 $400 worth of value. And they couldn't tell if we
6 were adding value to his property or it was being
7 taken away. Every penny that was spent on that was
8 for lawers, for the appraisal, okay, and for the
9 engi neering and survey. GCkay. So, nothing was
10 spent there, just |ike nothing has been spent on
11 these other two. Ckay.
12 This is a land condo. And fromwhat -- the
13 attorney, when we wal ked the property, said: Jack,
14 this is a proscriptive easenent because the fire
15 departnment uses it, the police departnent uses it,
16 the -- everybody on the island uses it. Ckay. You
17 can put your water |ine down and nmake them fight
18 you. | said, well, no, | can't do that. You know,
19 | need to really address them and | et them know
20 what |'m going to do.
21 This is a land condo. A land condo is set up
22 for the purpose of providing essential services to
23 better serve each property owner inside this. Four
24 of themare ny custoners. There's only one that's
25 not .
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



32

1 And it's this gentleman that just closed on

2 this unit 30 days ago -- that | hel ped himclose on
3 by contacting Charlotte County because he's under
4 code-enforcenent lawto do with the nmandatory water
5 connection. There's an alternative reason to this.
6 Ckay.
7 M. and Ms. Finch just bought a house that
8 they cl osed on probably a year and a half ago. |
9 had provided service to this probably four years
10 ago -- three or four years ago.
11 And what we did is we ran an inch-and-a-half
12 line across the back of his property, the -- the
13 previ ous owner, who has now passed away -- the wfe
14 is still -- to set the neters on the opposite side,
15 to save them costs, okay, of running the |line
16 t hensel ves; but at the sane tine, to be able to
17 provi de service to a nei ghbor who woul d have had a
18 600-f oot run. Ckay.
19 And 600 feet fromthe neter, it -- the water
20 sits there and stagnates. It does not provide the
21 type of service that | would like to be providing.
22 kay. | still recommend when peopl e have not been
23 there, to flush their |ines.
24 So, we've got two neters at the end of this
25 one line. And that's where we're tal ki ng about
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



33

1 M. Finch. And M. Finch knew that water |ine was

2 in there when he bought the property. He says that
3 in his letter, right above where he says he |ikes
4 their water service very well. GCkay. They haven't
5 paid their water bill in al nost eight nonths, now.
6 That's the second letter.
7 Easenents, |'mvery -- | think we've done a
8 great job on. The cost of the project -- we've
9 done the best we can. It's been a |long project.
10 You have one custoner out of all ny custoners,
11 okay, and -- and he still says he |likes the water.
12 | do ny best at custoner service. Wen they
13 have a problem I'mthere to take care of it. And
14 | don't think you'll hear a custoner here say that
15 our service is nothing but excellent, not just
16 noder at e.
17 COW SSI ONER BROMN:  Thank you.
18 Al right. A host of issues here. Before we
19 get to staff, just a few questions real briefly for
20 the utility. If the Comm ssion were to adjust the
21 billing determ nants along -- do you think it would
22 be appropriate also to adjust the expenses as wel|?
23 And would the utility be --
24 MR. BOYER It woul d have to.
25 COW SSI ONER BROMWN:  -- be opposed to doi ng
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1 that --

2 MR. BOYER It would have to --
3 COMWM SSI ONER BROMWN:  -- based on the anmount of
4 time -- | have not -- based on the anmount of tine
5 that has el apsed fromwhen this -- the original
6 order was issued to when Phase 2, now, is going
7 into effect. Do -- do you think it would be
8 appropriate to do both, like we did in KW
9 MR, FRI EDVAN:  No.
10 COW SSI ONER BROWN: Why?
11 MR. FRI EDMAN:.  Just because we can't do it.
12 We don't have the information today, as we sit here
13 today, to do it.
14 COW SSI ONER BROWN:  Why?
15 MR. FRI EDVAN. Way? Because we don't know
16 what those expenses were for -- for whatever tine
17 period -- you renmenber in KWwhat you did. And
18 like | said, it obviously turned out not to produce
19 sufficient revenues because the utility had to turn
20 around and file another rate case right away,
21 but -- but at | east you had infornmation for sone
22 period of tine.
23 And you decided this is the period of tine --
24 and | guess it was close to the hearing tine --
25 where you said we're going to cut it off here. And
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1 you had the general |edger for the utility for that

2 period of tine, and then you tried to annualize it
3 to conme up with a nunber. So, at |east you had
4 information to do that wth.
5 We don't have the general |edger here. W
6 don't have -- have any of the sufficient
7 I nformation --
8 COMWM SSI ONER BROMWN:  Going forward, is the
9 utility -- Ofice of Public Counsel raises a valid
10 point that -- that this utility is a Cass B,
11 currently. So, is the utility going to adjust its
12 recor d- keepi ng practices?
13 MR FRIEDMAN. | think nowit files a Class B
14 annual report -- did you not |ast year?
15 MR BOYER | --
16 MR. FRIEDMAN. My understanding was is that --
17 is that they filed a Cass -- a -- the annual
18 report for a Class B utility.
19 COMWM SSI ONER BROMN:  Ckay.
20 MR. BROMWN: Chairman, they have filed as a
21 G ass B.
22 COMW SSI ONER BROMN: Al right.
23 MR FRIEDVAN. So, they're -- so, they are --
24 you know, as they nove from-- froma snall staff-
25 assisted to out of this over 300,000 -- out of
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1 staff-assisted, they're -- they're going to have to

2 be nore sophisticated in their record keeping.

3 COMM SSI ONER BROMN: I n the record keepi ng,

4 obvi ousl y.

5 MR. FRIEDVAN. And they're noving -- they'l

6 nove towards that.

7 COMM SSI ONER BROMWN:  And then the | ast

8 guestion, before we turn it over to staff and the

9 Comm ssioners -- you tal k about the quality of

10 service. And these letters indicate that the --

11 that the folks are happy with the quality of

12 service and the quality of the product. You just
13 i ndicated that quality of service is very inportant
14 to you.

15 Wul d you be opposed to having a qual - -- just
16 a neeting with the residents to address any issues
17 that they may have?

18 MR. BOYER | go to the annual neetings of --
19 of our honmeowner's association, which is the entire
20 island. This issue was brought up at that neeting
21 to everybody. GCkay. And it was mainly brought up
22 by two people that are not custoners. Ckay.

23 And nmy custoners have wal ked up to ne and

24 said, we're not inthis fight. It's -- it's --

25 non-custoners are the only ones you're hearing
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



37

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

from and that's the only ones talking right here.

COW SSI ONER BROWN:  Ckay. But --

MR BOYER M custoners are --

COW SSI ONER BROAN: So, is the answer no?

MR BOYER | -- 1 -- 1 -- again, would I
oppose a neeting with then? 1 -- | supported
sending a letter out to each one of ny custoners,
again --

COW SSI ONER BROMAN:  Yeah.

MR. BOYER -- telling themof this neeting --

COW SSI ONER BROAN: It wasn't in our order.
It wasn't in our previous order requiring it.

Just, again, this is a very uni que case, and
there's been a lot of tinme that's elapsed. So, you
know, it -- it nmay be one of those things you may
want to consider.

MR BOYER | don't oppose anything that y'all
request. My problemis --

COW SSI ONER BROAN: Good answer .

MR FRIEDMAN:  Don't say --

MR BOYER No. No.

COW SSI ONER BROMWN:  Now, that's a good answer
right there.

(Laughter.)

MR. BOYER My problemis | need the cash to
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1 start flow ng.

2 COMWM SSI ONER BROMN:  Ckay.

3 MR. BOYER  That's ny problem

4 COW SSI ONER BROMN:  Thank you.

5 Now, let's turn to staff to address sone of

6 t hese issues that have been rai sed.

7 MR. BROWN: Good afternoon. Todd Brown with

8 Comm ssion staff. |['ll handle what | can, and |

9 think Ms. Buys is going to answer or address sone
10 system maps, and then M. Maurey will al so address
11 one or two issues.

12 Wth regard to Phase 1 docunentation that OPC
13 di scussed, staff was -- there's plenty of

14 docunentation in the file addressing the $61, 000
15 referenced in staff's reconmmendati on for Phase 1
16 costs. And | believe that was all part of the

17 Phase 1 recomendati on and di scussi on at agenda

18 goi ng back.

19 There was an additional approxi mately $9, 400
20 regardi ng sone of those costs in Phase 2 and --

21 whi ch brings the total up to in excess of 70, 000.
22 And then if you throwin the -- the easenent costs,
23 we're up over 92, 000.

24 But in short, staff believes there is anple
25 docunentation in the -- in the record to support
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1 the nunmbers that it -- it referenced in the

2 recomendati on there.
3 And |I'Il just keep going unless you guys have
4 any questi ons.
5 COMM SSI ONER BROMN: | don't see any lights.
6 MR, BROAN:  Ckay.
7 COMM SSI ONER BROMWN:  But Comm ssi oners feel
8 free to junp in if you have any questions on any of
9 t he issues.
10 MR BROMN: In regard to soft costs, staff --
11 staff did not include any closing costs inits
12 cal cul ations. The soft costs that are not part of
13 the contract total represent the utility's share of
14 the total project cost. And staff believes the
15 utility has provided substantial docunentation for
16 us to nake the recommendation that we have and t hat
17 no ot her adjustnents are necessary.
18 In regard to the hard costs, staff nade
19 several adjustnents for duplicate invoices and
20 itenms not related to the building or the neters.
21 Staff believes, again, it has provided sufficient
22 information to support the recomendation through
23 many filings and -- and data responses.
24 However, there is one cost staff agrees shoul d
25 be renoved. And | believe, based on a conversation
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1 | had with the utility |ast week, M. Boyer, there

2 was a -- $5,000 that needed to be renoved from
3 those hard costs. There was a contractor fee.
4 That's one of the itens that OPC brought up. And
5 after going back and | ooking at that, staff agrees
6 that that should be renoved.
7 COMM SSI ONER BROMN:  And what i ssue woul d that
8 fall under, for us, so that we can --
9 MR BROMWN: That's going to be in Issue 1.
10 think it's just going to get -- that's actually
11 going to cone out of, probably, utility plant in
12 service. And so, it's going to flow through a
13 coupl e of other adjustnents.
14 COMM SSI ONER BROMWN: Ckay. Keep goi ng.
15 MR, BROMN: All right. As far as the pro
16 forma utility plant-in-service neter replacenent,
17 there is a slight m smatch because of how staff is
18 adding in the additional neters and the fact that
19 there are not retirenents for everything. |It's
20 just a m smatch.
21 | don't think there's any other way around it
22 other than it's going to get corrected at sone
23 point. It's just not going to get corrected today,
24 inall |ikelihood, unless you choose to do
25 sonething different wwth those additional -- wth
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1 t hose additional neters.

2 Dealing with the accunul at ed depreci ati on and

3 depreci ati on expense --

4 COW SSI ONER BROMWN:  Can -- can | just stop

5 you real quick, Todd?

6 MR, BROMWN:  Yeabh.

7 COMM SSI ONER BROMWN:  So, | know the neter-

8 repl acenent programis not conpleted yet.

9 MR BROM: Correct.

10 COMWM SSI ONER BROAN: Do we have an esti nmated
11 time of when it wll be -- it was supposed to be a
12 hundred neters a year, and that started in -- our
13 order was issued in 2000- --

14 MR BROMN: | don't -- | think the order was
15 in 2014 --

16 COMWM SSI ONER BROMN:  Ckay.

17 MR BROWN: -- initially.

18 COMM SSI ONER BROMWN:  So, it's been -- it was a
19 hundred -- and we only have, what, a hundred and --
20 MR. BROWN: M. Boyer, do you know?

21 He may be a better source for actual -- the
22 count on that.

23 MR BOYER This was to take place after the
24 bui | ding was conplete. GCkay. And we started this
25 year, and we've already got 200 install ed.
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1 MR. FRI EDVAN:  You nean | ast year.

2 MR BOYER Last year. Last year. Excuse ne.
3 It's this year now. And we have not put a neter in
4 yet this year, but we hope to conplete the
5 remai ning 225 neters this year.
6 COM SSI ONER BROMWN:  How will the utility
7 record the retirenents? And then -- and when are
8 you going to do that?
9 MR BOYER In -- and | apologize. Are you
10 tal ki ng about recordi ng the physical asset that
11 we're taking out of it?
12 COMWM SSI ONER BROMN:  Yeah.
13 MR. BOYER Right now, they're in a big pile
14 in a corner. Ckay.
15 (Laughter.)
16 COMM SSI ONER BROMWN:  Not really that -- |
17 didn't really nean that.
18 MR. BOYER We won't bury them | prom se.
19 | wll take -- whatever | have to -- whatever
20 IS recommended.
21 COMWM SSI ONER BROMN:  Ckay.
22 MR BOYER | don't understand exactly how
23 that -- they're 25 years ol d.
24 COMW SSI ONER BROAN: M. Brown, how do you
25 suggest that the utility record the retirenents and
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1 when, noving forward?

2 MR BROMN: | don't know that | fully -- |
3 don't know that | can tell himexactly how to do
4 it. |'mnot an accountant.
5 | don't know if Andrew wants to hop in and --
6 COMM SSIONER BROMWN: | -- | think we need to
7 provi de sone direction to the utility noving
8 forward. And that needs to be reflected in the
9 order as well.
10 Yes, Ms. Vandi ver.
11 M5. VANDI VER: There is a Conm ssion rule on
12 retirenents. It's in the depreciation rule. And
13 it tells you when to retire them And it does nake
14 a difference whether they are retired because,
15 ot herw se, you have depreciati on expense on the
16 hi gher nunber. And that's what's being used in
17 setting rates.
18 The depreciation rule tal ks about retiring it
19 fromplant and accunul ated depreciation in equal
20 ampunts. And if it's fully depreciated,
21 M. Friedman is right, it doesn't affect rate base,
22 but it nmakes a big inpact on depreciation expense.
23 COMM SSI ONER BROMWN:  Right. Al right. Thank
24 you.
25 M. -- M. Maurey.
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MR MAUREY: W would agree that the
retirenments should be recorded in the year the
nmeters are recorded [sic].

And part of the m smatch, as M. Brown
di scussed -- they acquired these 450 new neters,
the renote-read neters, but those are the ones that
are being rolled out after the building was
conpl eted. So, sone of these neters were repl aced
with existing neters, not the new neters yet.

So, to recognize all 450 neters -- because
t hey have been acquired. They are in inventory.
It's like plant held for future use.

COW SSI ONER BROMWN:  Unh- huh.

MR, MAUREY: It's -- the retirenents should be
recorded as these new neters are put into the
field.

COMWM SSI ONER BROMN: Ckay. And | just think
our order needs to be reflected to nmake sure that
the utility is aware of the rule as well as
conplying with that.

Al right. Please continue, M. Brown, if you
can.

MR BROMN: In regards to the accumnul at ed
depreci ati on and depreci ati on-expense adj ust nent

t hat OPC brought up, staff is in agreenent that
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1 that -- that adjustnment needs to be nade.

2 Staff inadvertently omtted those adjustnents
3 fromthe plant bal ances when cal cul ating
4 accumul at ed depreci ati on and depreci ati on expense.
5 So, that -- that should actually take place, and we
6 reconmmend that that -- that be adjusted. It ends
7 up being a reduction of about $1500 off the --
8 COW SSI ONER BROMWN:  Can you direct us to what
9 I ssue so that we are clear when we --
10 MR. BROMN: That is also going to be -- |
11 believe it's in Issue 1. It's -- it's a catchal
12 and there's -- let ne see what pages.
13 The utility --
14 COW SSI ONER BROMWN:  So, on Page 117
15 MR BROMN: | believe it's going to be part of
16 the UPI'S di scussion, unless the -- no, accunul at ed
17 depreciation is on Page 15, the discussion there.
18 And it's also going to be part of depreciation
19 expense, but | don't believe there's a specific --
20 COMW SSI ONER BROMWN: Ckay. So, go over the
21 recomendati on as nodifi ed.
22 MR, BROMN: As nodified, staff believes --
23 let's see -- that denolition costs of 29,179 and
24 t he refunded deposit of $1,500 should be renoved
25 fromthe plant balances to calculate the
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1 appropriate pro fornma depreciati on expense --

2 COMWM SSI ONER BROMN:  Ckay.
3 MR BROWN: -- and accunul ated depreciation.
4 COMWM SSI ONER BROMN: Al right.
5 MR BROMN: All right. Let's see. As far as
6 I nsurance expense i s concerned, OPC brought up an
7 i ssue regarding the $3,899 of insurance expense and
8 the | ack of docunentati on.
9 Staff believes that there's a docunent from
10 the insurance agent that docunents the different
11 expenses the utility incurs for insurance and the
12 actual -- | think the prem um package provi des
13 general liability coverage and property coverage,
14 and it reflects a $171 increnmental increase over
15 the test year. And the test-year expense was
16 $3,728, | believe.
17 So, the 3,899 references the original anpunt
18 plus the increnental increase, but it also
19 references several other policies, just docunenting
20 those -- those yearly expenses for the utility.
21 So, staff believes that there is sufficient
22 docunentation in the -- in the docket file to
23 support our reconmendati on.
24 COMM SSI ONER BROMN:  Yeah, and obviously, this
25 is an island. So, they're playing --
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1 MR. BROWN: Right.

2 COMM SSI ONER BROMWN:  -- paying an

3 exceptional -- high premum --

4 MR BROMN:. And it's inportant --

5 COMWM SSI ONER BROMWN:  -- a prem um

6 MR BROMN: Yes, ma'am And it's inportant to

7 note, too, that there's expense -- there's

8 I nsurance expense that's not included in there as

9 well. There's no auto insurance in there. And I
10 know that the utility incurs that, and that's not
11 part of our -- of our recommendati on.

12 Moving to the price index and pass-through,

13 staff believes that the adjustnents are -- are

14 accurate. And they're based on the actual anounts
15 renmoved by staff between the period of 2014 through
16 2017. | know Ms. Col den went through and pulled

17 the original -- the work papers that staff had done
18 i n each of those indexes and pass-throughs. | went
19 back and | ooked at them al so and the nunbers that
20 staff has reflected in its recommendati on mrror

21 those that -- that staff renoved.

22 COMM SSI ONER BROMWN:  So, that 424.25 for

23 the -- I knowit's a mniml anount here, but for
24 the effect of the reinstatenent of the excessive

25 unaccounted- for-water adjustnent -- you don't
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1 agree with the Ofice of Public Counsel renoving

2 t hat anount ?
3 MR BROMN: | don't. | believe that -- |
4 believe the -- the anount should be returned to
5 the -- to the utility.
6 COW SSI ONER BROMWN: Ckay. Any other matters?
7 MR BROMN: Let's see -- the capital
8 structure.
9 COMM SSI ONER BROMWN: The -- the system maps --
10 can you address that, please?
11 M5. BUYS: At this tine, we believe that
12 updating the systemmaps is premature. There are
13 several residents who have not connected to the
14 system because they've got the waiver for the
15 mandat ory connecti on.
16 And Rul e 25-30.125 FAC states: The utility
17 shall maintain on file at its principal office
18 | ocation within Florida suitable nmaps, draw ngs
19 and/or records of its systemand facilities to show
20 the size, location, character, date of
21 installation, and installed cost of major itens at
22 the plant and extension of facilities. So, we
23 don't think it's warranted at this tine.
24 COW SSI ONER BROMWN: Any conmrent on the
25 managenent - audi t suggesti on?
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MR BROWN: | don't know if M. Maurey has any
opinion on it.

| -- do you want ne to opine on it?

COW SSI ONER BROMWN: O you coul d just say, no
conment .

MR BROMN:. | -- | actually -- 1 don't think
it's warranted, to be honest with you. Just from

staff's dealings with -- with the utility, | think

they've -- they've provided docunentation. They've
responded to -- to staff requests when we've had
them | actually believe that they are -- are --

are truly trying to do the right thing in serving
its custoners. And I'll leave it at that.

COW SSI ONER BROWN. M. Maurey, you want to
add anyt hi ng?

MR, MAUREY: No, nmm'am

COW SSI ONER BROMWN:  Ckay. Conm ssioners --
bringing it back up here. Comm ssioners, do you
have any questions?

Conmi ssi oner Pol mann.

COMM SSI ONER POLMANN:  Thank you, Madam
Chai r man.

| thought | understood this case until it
started here this norning. So, I'm-- |I'm

struggling, but I'"'mgoing to continue with ny --
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where | was yesterday and continue to understand it
as | understood it yesterday.

A few comments -- and | don't nean to be
negative, but let ne just ask staff: The
information that was presented this norning by
OPC -- did you have this information previous to
t hi s norni ng?

MR BROWN. Sone of it, we did, yes, sir.
Sone of it was provided in a letter in Decenber and
sone was provided in a letter in Novenber.

COMWM SSI ONER POLMANN:  Did you receive new

information this norning, here today?

MR. BROMWN: | received sone information as |
wal ked in the door this -- this afternoon. And
that was regarding sone of the -- the easenents,

those new |l etters that cane in today.

COMM SSI ONER POLMANN: | woul d nmake the
comment, regardi ng easenents, with nearly 20-plus
years -- well, | would say 20-plus years in the
utility business and water -- that for a utility to
have easenents for every single piece of pipe in
the ground is entirely unreasonable. And | nean
entirely unreasonable. | have never heard of such
a thing. | would not expect that, under any

ci rcunst ance, ever.
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1 M. Sayler, you -- you presented at length a

2 nunmber of comments, and it was very difficult to
3 foll ow those because you spoke with regard to this
4 docket specifically, but on nunerous occasions, |
5 understand -- | understood that you nmade the
6 comrents in general regarding this Conm ssion's
7 processes and procedures, and you interm xed the
8 two. | found it difficult to follow your
9 presentati on.
10 MR, SAYLER. MW apol ogi es.
11 COMM SSI ONER POLMANN:  Thank you for the
12 apology. It was not helpful to nme trying to foll ow
13 your presentation on this docket and take notes.
14 And it would -- it would be nore hel pful to us, in
15 the future, to stick to the docket when you're
16 trying to hel p us understand your position,
17 separate from coments regardi ng general itens.
18 You said, for exanple -- | don't know the
19 particulars. You said, well, in the future, you
20 m ght do thus and so. You -- you m ght want to go
21 back and listen because | -- | can't even renenber
22 particul ar details of what it was you were saying
23 about how we mght do things in future dockets. It
24 was difficult for ne to follow you. |'mjust
25 gi ving you a comment, sir.
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1 Several times, it was nentioned, noving this

2 forward with revenues subject to refund, with the
3 position of OPC being that the utility would
4 I medi ately be over-earning. And | would like a
5 comment fromstaff on that.
6 Can -- can you please explain the staff
7 position on where this utility stands in terns of
8 their earnings and -- going forward with the staff
9 recommendati on, what -- what do you believe would
10 be the circunstance in terns of earnings?
11 MR, MAUREY: Thank you. This case is based on
12 a 2013 test year. And with the exception of the
13 return on deprec- -- the return on the investnent
14 and the depreciation expense associated wth the
15 pro forma i nvestnent and increnental increase in
16 the insurance expense directly related to that
17 I nvestnent, the anmount of operating cost reflected
18 in this revenue requirenent is -- for this utility
19 are based on 2013 | evel s.
20 For context, this utility has |lost noney in
21 each of the last three years. Cunulatively, over
22 this period, Little Gasparilla has |ost nearly
23 $170, 000. Expressed anot her way, the custoners
24 have recei ved $170,000 worth of utility services
25 that will -- they will never have to pay for.
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1 In fact, even after a 25-percent increase in

2 rates follow ng the conpletion of the Phase 1

3 project, the utility continued to | ose noney

4 operating this system

5 G ven this level of |osses and recogni zi ng

6 that the Phase 2 projects conpleted nearly a year

7 ago wi thout any recognition in rates to date, it's

8 unlikely the utility will earn within its

9 aut hori zed range in 2017. The suggestion that a
10 19- percent increase will put the utility

11 i mredi ately into an over-earnings posture is, in

12 our opinion, m splaced.

13 There was a suggestion that the staff

14 recommendati on m sapplied the matching principle.
15 Sinply put: This case is not anal ogous to the KW
16 Resort case. Wile | don't agree with all of the
17 characterizations of -- of M. Friedman about the
18 KWcase, | -- | do agree that there are significant
19 di fferences between that case and this case. W
20 only included increnental costs associated with the
21 I nvest nent .

22 The majority of that investnent is not incone-
23 produci ng. So, what we're trying to do here --

24 it'"s not ideal. This is a -- we would be the first
25 to admt this is a -- not an ideal situation;
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however, the suggestion that the Conmm ssion
recogni ze the revenue associated with these
addi ti onal custoners w thout concurrently
recogni zi ng the higher operating costs associ at ed
wi th serving these custoners would be even | ess
I deal .
COMM SSI ONER POLMANN:  Thank you, M. Maurey.
| would like to ask a question of
Ms. Vandiver. Your position is -- the statenent
that | think you nade was high growth, neaning
the -- the period from 2013-'14 on the island has

been high growth, neaning increase in custoners, So

forth.

| -- 1 wote down here, "H gh growh has to be
accounted for." And I'mnot sure | understand what
"has to be accounted for" nmeans. |Is that -- is

that based in rule? Statute? |Is that a | ega
opinion? W can't nove forward unless it's
accounted for?

M5. VANDI VER  What | nean --

COMM SSI ONER POLMANN:  I's that an accounti ng
Issue? | don't quite understand your position.

M5. VANDIVER: | believe that if you don't
account for it, you are putting the conpany in a

hi gher | evel of revenues than they are all owed.
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1 These custoners that are new have not been incl uded

2 in the rate-nmaking process from Phase 1
3 So, they're -- you're adding in all these new
4 custoners with the current rates, but they
5 haven't -- but the rates haven't been spread out
6 over them And -- and the reason | believe that
7 they would be over-earning is I'mbasing it on the
8 expenses and the |evels that you set, not the
9 annual reports that they're reporting.
10 | under- -- 1 -- | did do an anal ysis of
11 revenue and expenses, and | did increase it for the
12 I ncreased purchased water for the new custoners,
13 but | don't believe that just because a utility
14 says our salary expense is doubled that that shoul d
15 necessarily be allowed, and that's why they're
16 | osing noney. | think it should be based on your
17 Phase 1 order.
18 And the revenues -- the expenses shoul d be
19 spread over all the current custoners, not just the
20 ones that were in place in 2013. They should be
21 recovered by all the custoners; otherw se, he's
22 recovering twce fromall the old custoners and the
23 new cust omers.
24 COW SSI ONER PCLVANN:  But you -- you do
25 recogni ze -- or |I'masking: Do you recognize that
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1 this case is based on 2013 as the test year?

2 M5. VANDI VER:  Wen it's convenient. | -- |
3 don't believe that, necessarily.
4 COMM SSI ONER POLVANN:  Ckay.
5 M5. VANDI VER: | think you' ve nmade adjustnents
6 for -- if you're -- you're tal king about renoving
7 t he excessi ve unaccount ed-for water adjustnent,
8 which is, to ne, certainly well-outside Phase 2.
9 They had excessi ve expenses during the test
10 year, but you're willing to | et themrecover them
11 anyway because they -- they're doing better now,
12 but it's still included in the revenue requirenent
13 that the -- the custoners are going to be paying.
14 COMM SSI ONER POLMANN: Al right. So, you
15 have fundanental disagreenents --
16 M5. VANDI VER:  Yes, | do.
17 COMM SSI ONER POLMANN:  -- as to how we're --
18 MS. VANDI VER:  Yes.
19 COMWM SSI ONER POLMANN:  -- how staff has -- has
20 put this together.
21 M5. VANDI VER: Definitely.
22 COW SSI ONER PCLMANN:  Any -- any comment or
23 just |eave that?
24 MR, MAUREY: (I ndicating.)
25 COMM SSI ONER POLMANN:  All right. Thank you.
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Madam Chai rman, | think we've covered what |
wanted to ask. Thank you.

COMWM SSI ONER BROMN:  Thank you. | appreciate
you aski ng that over-earnings question. | -- that
was pressing on nmy mnd, too.

Comm ssi oners, any other questions or woul d
you like to get to a notion?

CHAl RVAN GRAHAM 1" --

COMWM SSI ONER BROMWN: Conmi ssi on- -- yeah?
Chai rman G aham

CHAI RMAN GRAHAM  Thank you, Madam Chair.

| can't renenber if it's Ms. Buys or who said
the question that we shouldn't go through and
basically map where everything is right now because

we' ve got sone people who don't have to hook up

yet.

Now, ny understanding is that the | ast
exception is January 1st, 20- -- 2021. Do we want
to put sonething, like, say, six nonths foll ow ng

that, they should get back to us with that
I nformation?

M5. BUYS: W coul d.

CHAl RVAN GRAHAM | nean, |'m asking you or
staff, is that sonething we should do or shoul d not

worry about ?
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1 COW SSI ONER BROVWN: Here cones Tom Her e

2 cones Tom
3 MR, BALLINGER: | think the rule allows for
4 things other than maps to adequately descri be where
5 facilities are. And they may have that in terns of
6 easenent docunents and things of that nature. So,
7 | don't know that you need to have a requirenent.
8 The next tinme the utility cones in for a rate case,
9 we can | ook at what we've got; does it adequately
10 descri be their service.
11 CHAI RMAN GRAHAM  kay. See how sinpl e that
12 was ?
13 |"'mready -- ready for a notion?
14 COMW SSI ONER BROMWN:  Yeah, | am-- we are
15 ready for a notion.
16 CHAI RVMAN GRAHAM Al |l right.
17 COMM SSI ONER BROMWN: I f there are no ot her
18 questions -- yes, M. Sayler.
19 MR, SAYLER:. Madam Chair, | do apol ogi ze for
20 interrupting the flow, but M. Kelly did ask ne to
21 put sonme renmarks onto the record.
22 COMWM SSI ONER BROWN: Okeydoke.
23 MR, SAYLER: It appears that it's the
24 Conmm ssion's prerogative to nove forward with the
25 recommendati on, but one thing we would Iike to note
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



59

1 for the record is all the concerns that we have --

2 staff went through our Decenber letter |ine-by-
3 line, word-for-word and said, well, Conmm ssioners,
4 there's support in here, there's support in here.
5 And frankly, we would love to sit down with
6 the Commi ssion staff and to have them show us where
7 that -- now, there are sone aspects of rate-nmaking
8 phi | osophy where we nmay agree to di sagree, but when
9 It comes to actual docunents that tie to actual
10 nunbers that are in staff's recomrendati on, that
11 shoul d be cut-and-dri ed.
12 Ms. Vandi ver, | know, spent many hours over
13 her holiday break -- or leading up to her holiday
14 break going through this, and we still did not find
15 things to tie to some of the nunbers where she made
16 recommended adj ust nents.
17 So, that is why we would | ove an opportunity
18 to sit down and know where these are --
19 COMM SSI ONER BROMWN: We deferred --
20 MR, SAYLER: -- but | know --
21 COW SSI ONER BROWN: | know. You know, it --
22 it isunfair to all of the parties to delay this
23 any further. | -- I'"'msure staff can provide al
24 t he supporting docunentation. It's all public
25 record and it's all avail able, correct?
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MR, BROM:
COW SSI ONER BROWN

That's correct.

And we are goi ng under

the advi senent of staff that they have net the

burden of proof here.

So, |

absolutely take theminto consideration here,

appreci ate your comments,

and we'l |

but |

t hi nk we should nove forward with this docket.

MR, SAYLER Al
opportunity to conment.
COWM SSI ONER BROWN
t here any other coments,
Seei ng none --
COW SSI ONER CLARK:
COWM SSI ONER BROWN
Comm ssi oner - -
COW SSI ONER CLARK:
| guess --
COWM SSI ONER BROWN
you push your button?
COW SSI ONER CLARK:
t hat ?
COWM SSI ONER BROWN

COW SSI ONER CLARK:

woul d hate to postpone this --

that -- |

right.

Thank you for the

Ckay. So, wth that, are

anyone?

Madam Chai r ?

Yes -- sure,

So, your comment is that,

Comm ssioner dark, could

Ch, I'msorry. Hows
That's good.
Your comrent that we

iIs there a reason

realize that postponing is never a great

Premier Reporting

(850) 894-0828

114 W. 5th Avenue, Tallahassee, FL 32303

Reported by: Andrea Komaridis
premier-reporting.com




61

1 i dea -- but that we couldn't have anot her 30 days
2 to review? There's a lot of information that -- |
3 was very confused.
4 |"mgoing to agree wwth M. Pol mann's
5 coments. No offense, M. Sayler, but | couldn't
6 foll ow what you guys were trying to explain. You
7 went through that very fast. | couldn't get to the
8 pages as fast as you were spouting nunbers out to
9 do the conparison. | -- |1 would Iike to have seen
10 a better conparison between what the OPC presented
11 and what staff was -- what staff presented, a
12 better conpari son.
13 | think you're right, Madam Chairman, there --
14 there are sone issues there that kind of confused
15 me.
16 M. Sayler, your -- your term -- term nol ogy,
17 when we | ook at the rate case -- or maybe it was
18 one of you that nentioned that there nay be sone
19 phi | osophy difference, but the concepts of rate-
20 maki ng shoul dn't be any different no natter who's
21 doing the analysis. So, we should be seeing
22 sone -- pretty close to the sane nunbers of what is
23 an al |l onabl e expense when it cones to revenue
24 requi renents.
25 So, | have sone concerns about just pushing --
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1 I don't know how long this is case has been --

2 COMM SSI ONER BROMWN: It has been going

3 since -- 2015?

4 CHAl RVAN GRAHAM  Yeah,

5 MR BROMWN:. It's actually --

6 COW SSI ONER BROWN:. 20147

7 MR. BROMWN: -- 2013 docket.

8 COMM SSI ONER BROMWN: 2013. Thank you.

9 Geat --

10 MR. BROMN:  Sure.

11 COMM SSI ONER BROMWN:  -- points. And |

12 abso- -- | hear you loud and clear. | just -- |
13 think it's unfair -- there's a fairness argunent
14 here to the utility as well.

15 So, let's go to the Conm ssioner Pol mann.

16 COMM SSI ONER POLMANN:  Thank you, Madam

17 Chai r man.

18 | do appreciate input fromOPC. | -- | don't
19 mean to dismss that. It -- it's always inportant
20 to us to hear fromyou because you represent the
21 people. | -- do truly appreciate your work.

22 | woul d ask the question this -- this way --
23 and | don't know that we have the answer. | want
24 to recogni ze how |l ong this has been going on, and
25 it's been deferred already.
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1 If -- and it's -- it nay be sinply
2 hypot hetical. Frommny view, the question that
3 cones to ny mnd on -- intrying to nove it forward
4 or defer it and -- and so forth, is -- not to be
5 flip -- what difference would it make in the rate?
6 If we were to take into account all of your
7 suggest ed changes, what difference would it be to
8 the custoner if we make all the adjustnents you
9 suggest? Not even knowi ng the answer to that, is
10 it substantive that it's worth del ayi ng and
11 reeval uati ng?
12 And | suggest not; that if there is sone
13 significant dollar difference to the custoner, it
14 can be taken care of at sone point in the near
15 future. If it's really significantly wong, then
16 staff has done a terrible job. And that, | don't
17 accept .
18 If there's differences of opinion, if there's
19 different ways to interpret it, | understand that,
20 but if it's way out of the ball park, then sonething
21 Is significantly incorrect. And we're |ooking at
22 apples and oranges. And it's really, really
23 difficult for nme to believe that.
24 So, I'll have to support the staff
25 recommendation and I'I|l have to agree with the
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1 Chairman. | think it's time to nove this thing

2 f orwar d.
3 And if it has to conme back again, then let's
4 | ook at it again when there's neani ngful
5 di fferences that have to be addressed. You know,
6 iIf we have to ook at it as a -- as a Cass B, then
7 we'll doit.
8 But | think it's tine to nove this forward.
9 Thank you.
10 COMWM SSI ONER BROMWN:  Thank you, Conm ssi oner.
11 And thank you for your support on that.
12 Chai rman G aham
13 CHAl RMVAN GRAHAM | didn't know if staff was
14 going to comment on that or --
15 COW SSI ONER BROMWN: M. Brown?
16 MR BROMN: | can if you would |ike ne to.
17 | think what OPC is requesting is a little
18 unheard of. | don't think we've been in a posture
19 i ke that before when they -- | honestly don't know
20 what to say about it.
21 | mean, this doc- -- this case has been going
22 on for a long tine. Docunentation -- utilities
23 provided a ton of support. | know ny staff that's
24 been assigned to this docket has spent -- | -- |
25 can't even begin to count the nunber of hours
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t hey' ve spent going through these docunentation --
t he docunentation that's been provided and -- and
witing this reconmendati on.

| -- 1 think the differences in opinion that
we have today are probably going to be differences
in opinion a nonth fromnow or two nonths from now.
I think staff has done the absolute best it could
with the information that it was provi ded by
utility, and I think what we've reconmmended is --
Is fair.

COMWM SSI ONER BROMWN:  Thank you. | think you
articulated that very well. And -- and that is why
| think that we should nove forward with this.

Chai rman G aham

CHAl RVAN GRAHAM  (Ckay. So, we're going to
nove staff recommendation on all issues. W need
to make sure that we renove the 29,179 denvolition
costs, the $1,500 deposit.

MR. BROMN: That's correct. And we al so have
a 5,000 --

COW SSI ONER BROMN:  $5, 000 - -

CHAI RVAN GRAHAM  $5, 000 contractor fee.

MR. BROMN: Yes, sir.

CHAl RVAN GRAHAM  (Ckay. So, those are the

three dollar anounts that we're tal king about
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maki ng changes to.

MR. BROMWN: Those are the ones that |I'm aware
of, yes, sir.

CHAl RVAN GRAHAM  Ckay. And everything el se
that kind of carries through as that gets
cal cul ated out.

MR. BROAN: That's correct.

COW SSI ONER BROWN:  Ckay. |Is there a
second -- thank you.

s there a second?

MR, MURPHY: Chairman?

COMWM SSI ONER BROMN:  Yeah.

MR, MJURPHY: [|I'msorry. | believe you also
were going to require a reference to depreciation
of the neters and a reference to the order -- to
the rule in the order.

COMM SSI ONER BROMWN: | think that's --

CHAI RVAN GRAHAM  Yes.

COMM SSI ONER BROMWN:  -- reflected in the
di scussion here. Yeah -- right? Does it need to
be part of the notion? No.

MR. BROMN: | don't believe so. | think we
can capture that |anguage when we -- when we put
t oget her the order.

COW SSI ONER BROMWN: Great.
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1 Chai rman Graham thank you.

2 |s there a second?
3 COW SSI ONER POLMANN:  Second.
4 COMM SSI ONER BROMWN:  |'s there discussion? Any
5 further discussion?
6 Al those in favor, signify by saying aye.
7 (Chorus of ayes.)
8 COMM SSI ONER BROMWN: Opposed?
9 COW SSI ONER CLARK:  Aye.
10 COMM SSI ONER BROMN:  All right. Motion passes
11 t hr ee- one.
12 That will -- thank you for your participation.
13 And thank you --
14 MR, SAYLER:  Thank you.
15 COMM SSI ONER BROMWN:  -- for all of your
16 efforts here and for enduring several years on this
17 matter.
18 MR, SAYLER: Thank you very nuch.
19 COW SSI ONER BROMN:  Thank you.
20 So, that will conclude our agenda conference.
21 The time is 2:45. W will neet in the internal
22 affairs roomat 2:55, which wll be I ed by Chairnman
23 G aham
24 This neeting is adjourned. Thank you.
25 (Agenda i tem concl uded.)
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