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PROCEEDI NGS

M5. BRUCE: Good norning, Comm ssioners. | am
Soni ca Bruce speaki ng on behalf of Conm ssion
staff.

Item No. 13 addresses staff's investigation of
Utilities Inc. of Florida's over-collection of AFPI
charges and the disposition of the over-collection.

Staff recommends that the utility be required
to refund the over-coll ected AFPI charges of
$165, 739 with interest in accordance with Rule
25-30. 360 FAC. The refund should be conpl eted
wi thin 90 days of the Commi ssion's vote, and
docunent ati on supporting the final refunds should
be provided within 10 days of the conpleted refund.

There has been no custoner contact. The
utility representative Attorney Friedman and OPC
wi || address the Conm ssion.

Staff is prepared to answer any questions that
you may have.

CHAI RMAN GRAHAM  Thank you, staff.

M. Friedman.

MR. FRIEDVAN. Yes. Thank you. | amgoing to
| et Jared Deason, who is the Regul atory Manager for
UF to take the lead on this, and | will make a

coupl e of conclusory comments.
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1 CHAl RVAN GRAHAM  Sir.
2 MR. DEASON. Good norning, Conm ssioners. As
3 M. Friedman said, | amJared Deason. | amthe
4 Regul at ory Manager for Utilities Inc. of Florida.
5 | just wanted to -- | have a few comments about
6 staff's recommendation. They are recomrendi ng t hat
7 we refund approxi mately $165, 000 that we coll ected
8 in March of 2017 of AFPI from one specific
9 devel oper.
10 Just to give you a little bit of background
11 about this was -- at least the way | read staff
12 recommendati on. They are relying on PSC Rul e
13 25- 30. 4346, which states we cannot collect the
14 AFPI -- we is AFPI until all the projected
15 calculation -- all the ERCs projected in the
16 cal cul ati ons have been added.
17 In doing nmy research on this matter, because
18 actually, this goes back to an order that preceded
19 our ownership by approxi mately eight years. So
20 when | was doing ny research, going back that far
21 back, | think it was 1991, it seens that the rule
22 that was applicable in our specific situation was
23 Rul e 25-30.4341(d) which states that AFPI does not
24 cease until we have reached our design capacity.
25 So |l think there is a little bit of a conflict
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between the rule that PSC staff is relying on and
the rule that | believe the Conm ssion has relied
on in the past, because the rule the staff is
relying does not take into account plant

expansi ons, and basically the design capacity

I ncreasi ng over tine.

In fact, in 1999, when we acquired the system
t he design capacity had al ready reached above the
545 that staff nentioned in their staff
recommendati on, but recogni zing the fact that we
had pl ant expansion, the design capacity had
i ncreased substantially, we were | ess than
100 percent used and useful, the Comm ssion gave us
a tariff, an AFPI tariff so that we could collect
for that -- the carrying costs for that nonused and
useful plant.

This continued on for several years. It
actual ly continued on through two subsequent rate
cases, in 2008 and in 2010. In both those cases,
we were a |little over 50 percent used and useful,
and the Commission allowed that tariff to stay in
pl ace.

Now, noving forward to 2017, when we finally
had devel oper activity after the |long recession, we

col |l ected approxi mtely $165,000. At that tinme, we
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were approxi mately 58 percent used and useful .
Additionally, we had an approved AFPI tariff that
had been consistently used and approved by this
comm ssion for, ever since we had owned that Lake
wast ewat er treatnent plant.

Just looking in general at AFPI. You know,
AFPI is collected fromdevel opers. So it's not
coll ected fromour general custoner base. This is
strictly fromdevelopers. And it's a way to
collect for the carrying cost of our prudently
i nvested pl ant.

Al the plant expansions that have occurred
since we acquired this utility, rate case after
rate case, has been deened by this conm ssion to be
prudent investnents. This was a way for us to
recover that carrying cost.

W were consistent wwth the Comm ssion rul es.
W were consistent with the Conm ssion approved
tariff that was given to us. And as such, we
believe that no refund is necessary in our
situation.

CHAI RVAN GRAHAM M. Fri edman.

MR. FRI EDMAN:  Yeah, a couple of additiona
coment s.

As M. Deason pointed out, that AFPI is a
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1 net hodol ogy that this comm ssion devel oped in order
2 to alleviate the issue with nonused and usef ul
3 prudently invested plant. And it's the only
4 mechani sm by which the utility can get the carrying
5 cost of that plant that's being held for future
6 use. |If they don't recover it in AFPI charges,
7 t hey never recover it.
8 And as M. Deason pointed out, there are
9 really three conpelling reasons, very sinple
10 cut-to-the-chase reasons why this refund to the
11 devel oper is not appropriate.
12 First, as M. Deason pointed out, the utility
13 has al ways had nonused and useful plant at this
14 particular facility -- sewer facility.
15 The tariff doesn't say anythi ng about stopping
16 at a particular point intine. And so the
17 utility's tariff required themto collect that
18 charge when it was inposed.
19 And nunber three, they went through two rate
20 cases where service availability charges, including
21 AFPlI, were generally reviewed, and the staff didn't
22 reconmend any changes to it. The reason they
23 didn't is because the plant wasn't 100 percent used
24 and useful. It was around 50 or 58 percent used
25 and useful all those tinmes. And so the staff | ooks
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1 at it and says, well, they are not 100 percent used
2 and useful, sure, they are entitled to AFPI
3 Now t hey cone, you know, five years, siXx years
4 | ater, or seven years |ater, and say, oh, by the
5 way, we are going to -- we are going to change --
6 we are going to take away your AFPI, even though
7 they admtted in the last rate case that the
8 utility was only about 58 percent used and useful.
9 They said, now we are going to take away your AFPI.
10 As a result of that, the utility ended up
11 filing a tariff, as you know, and got reinstated
12 AFPI charges, but they start from Dec-- January of
13 2016 would be the first date. And the Conmm ssion
14 said that they can collect the AFPI starting in
15 January 2016 until they get to 1,471 ERGCs.
16 And what -- what exacerbates the problemwth
17 giving a refund is that these connections were nade
18 after January 1, 2016. And if we refund those AFPI
19 charges, the utility lost how nmany ERCs that is off
20 of that 1,471 ERC count, but they are not getting
21 the AFPI for it.
22 So they are getting the double penalty for
23 that. They are getting -- they are getting the
24 ERCs counted off the nunber that they are entitled
25 to collect AFPI on, and at the sane tine saying,
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but you are going to have to refund this AFPI that
you collected. And that's -- that's not fair,
reasonabl e or just.

These are charges that a devel oper pays
because a devel oper wants to have conmtted
capacity when they build a system And until they
get a connection that the utility is going to start
earning -- being able to earn a return on, this
AFPI charge acconplishes that.

And if you are going to have a used and usef ul
rule as stringent as you do, then | think you have
to have an AFPI rule that allows a utility an
opportunity to recover for prudently invested
pl ant .

Thank you.

CHAl RVAN GRAHAM M. Rehw nkel .

MR, REHW NKEL: Yeah, M. Chairman, Charles
Rehwi nkel , Deputy Public Counsel. | have sone
remarks to nake that aren't germane to this issue.
| can save themuntil the dust settles or nmake them
now. What's your pleasure?

CHAI RMVAN GRAHAM  Let's wait until the dust
settl es.

M5. CHRISTENSEN:. Al right. Well then, Patty

Christensen for the O fice of Public Counsel, and I
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1 have sone conmments that are germane to this
2 proceedi ng, as well as Ms. Vandi ver.
3 In Order PSC 2017-0361-FOF, issued
4 Septenber 25th, 2017, in this utility's last rate
5 case, the Comm ssion found that a new docket shal
6 be opened to conduct a full audit in order to
7 determ ne the anount of over-collection for AFPI
8 charges and the disposition of any
9 over-col | ecti ons.
10 The key words are, we believe, full audit.
11 However, it appears fromthe recomendation, at
12 page five, that an investigation was done using
13 data request.
14 OPC bel i eves that an investigation and a ful
15 audit are substantively different. And here to
16 address why we believe that a full audit should be
17 conpl eted, as was ordered by this comm ssion in the
18 | ast rate case, is Ms. Vandiver. And she will also
19 briefly address sone of the issues raised by M.
20 Deason.
21 Thank you.
22 CHAI RMVAN GRAHAM  Ms. Vandi ver.
23 M5. VANDI VER:  Thank you, Conm ssioners.
24 My first -- | will first address the issue
25 about the full audit. As you had a specific order
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in Septenber that required staff to open a new
docket and conduct a full audit. Using a term such
as full audit neans sonething very special to ne.

Based on ny 30 years experience as a CPA
working in utility accounting issues, including 16
years here as head of the Auditing Departnent, it
IS my opinion that an audit neans sonething nore
than a revi ew

| understand staff reviewed the annual reports
to determne if the utility reported AFPI revenues
for the period covered. Staff further asked for
the utility to submt a schedul e show ng what AFPI
was collected. Both of these actions are very
hel pful in starting an audit; however, they are
nerely self-reporting by the utility.

An audit is defined as an official inspection
by an i ndependent body to verify the accuracy of
the informati on. Because AFPI is only charged to
new cust onmers connecting for the first tine, in
order to audit it, an auditor would go to the
utility's financial records and find paynents made
by new custoners, and determ ne the anmounts paid
and trace those anmounts to the tariff and the name
of the accounts where these anobunts were recorded.

This woul d i ndependently verify the accuracy of the
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1 utility's self-reported anmounts. Therefore, we ask

2 that a full audit be performed as previously

3 ordered by the Comm ssion in your own order.

4 | second would like to nention the staff

5 recommendat i on addressed nost of the issues that

6 M. Deason raised, but | would like to reiterate

7 it.

8 AFPI was approved by the Comm ssion order.

9 The order was specific on how many ERCs the AFPI
10 was approved for. It doesn't really matter that
11 the rule says one thing and that the tariff says
12 sonet hing el se, your order specifically said this
13 many ERCs.

14 The utility has never cone in for a revised
15 AFPI . They've never asked for additional ERCs or
16 addi ti onal costs. Therefore, we believe that the
17 staff is correct of its interpretation that the

18 utility is limted to those nunber of ERCs.

19 Thank you.

20 CHAI RVAN GRAHAM M. Fri edman.

21 MR. FRI EDVAN:  Yeah, let ne just point out,
22 the order doesn't say when you get to 456 ERCs you
23 quit collecting AFPI. | nean, read the order. It
24 doesn't say that. They are suggesting that there
25 is 450 -- 400 -- | amsorry, 545 ERCs left, but
Premier Reporting (850)894-0828 Reported by: Debbie Krick

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



12

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

t hey never in here say anywhere that when you get
to 546 you have to quit collecting them

Normal Iy, as you know, if you | ook at the
tariffs, the tariffs -- and the utility inherited
this tariff. They weren't around when this order
was entered. They bought the system afterwards.

But if you look at the tariffs today, the
tariffs say you collect it up until you get to so
many ERCs. Everybody knows the gane. Everybody
knows the rules, and everybody plays by the rules.
But in this particular case, we have a tariff that
doesn't have any -- any cutoff. W never have
100 percent used and useful, we ought to have
al ways have an AFPI. That seens sinple to ne.

And this is noney that Ms. Vandiver said is
collected fromcustoners, this is not noney
collected fromcustoners. This is noney collected
from devel opers. So custoners aren't going to get
any of this noney.

CHAl RVAN GRAHAM  Staff, any comrents on
either fromOPC or the utility?

M5. HUDSON: The comment in regards to what
M. Friedman just pointed out, that the tariffs --
or the order did not specify when you reach 546

that it should be discontinued. The nature of the
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1 AFPI charges, the nechanical nature is designed for
2 a specific nunber of ERCs. The calculation is
3 based on a specific nunber. And if that nunber
4 changes, then it would be a different AFPI charge.
5 So if the capacity increased over tine, that
6 al so increased the nunber of ERCs, so it would have
7 been a different calculation had the utility asked
8 for it to be revised when they increased the
9 capacity of the wastewater treatnent plant.
10 As far as the full audit; in the order it did
11 say we would conduct a full audit, and | understand
12 Ms. Vandiver's definition of, you know, what she
13 perceives a full audit to be.
14 And our audit staff, who nornmally partakes in
15 those type of things do do full audits, but what we
16 did, we did review annual reports and we -- first
17 we asked the utility for -- to provide us the
18 i nformation. How nuch did you collect from
19 I nception of these charges? And what they provided
20 was that they only collected the 165,000. And
21 goi ng back through the annual reports, we matched
22 t hat up.
23 We could not find anywhere where they recorded
24 AFPlI for any other years that -- other than the --
25 well, the 2017 annual report was not available to
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1 us at the tinme. But fromthat point through
2 I nception of the charges, to 2016, we could not see
3 where they over-collected anythi ng outside of what
4 we are recommendi ng here.
5 We al so | ooked at the mnimumfiling
6 requi renents, because they had conme in for nunerous
7 rate cases, to just kind of get a sanity check of
8 whet her or not what had they coll ected during that
9 time period. So at that time, we just chose to
10 rely on those docunents to determ ne how nuch --
11 shoul d be reduced funded.
12 MR. FRI EDVMAN. The one thing | haven't heard
13 is | haven't heard any explanation for how we went
14 through two rate cases where service availability
15 charges and AFPlI were considered, and this was
16 never changed.
17 | nmean, obviously, if it would have -- if the
18 staff woul d have said, oh, you have already -- we
19 bl ew past that -- by the tinme the conpany bought
20 that, by the tinme they dealt with that rate case,
21 t hey had al ready bl own past that 545 ERCs.
22 So it's perplexing to ne. | nean, if the
23 staff would have said -- told us this back in first
24 2010 rate case, we would have said, okay, we wll
25 i ncl ude a request for an AFPI
Premier Reporting (850)894-0828 Reported by: Debbie Krick
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1 We went through two cases, and then they wait
2 until after the crash, and we are finally starting
3 to get sone devel opnment activity, and all of a
4 sudden now they -- they want to penalize the
5 utility for those charges fromthe devel oper.
6 | don't -- | still haven't heard any
7 expl anation how they can justify going through two
8 rate cases, and the utility is being prejudiced by
9 that. And | don't think we should have to refund
10 anything to this devel oper.
11 CHAI RMAN GRAHAM  Ms. Chri st ensen.
12 M5. CHRI STENSEN: Yes, just briefly.
13 Looking at the last order, the order that
14 initiated the tariff filing, it says that it wll
15 be 545 residential equivalents until it's built
16 out. And then as staff has pointed, as a
17 mechani cal function, that should have ended the
18 AFPI char ge.
19 The request to install, or inplenent a new
20 AFPlI charge is really incunbent upon the utility.
21 It's their burden to cone in and ask for a new AFPI
22 char ge.
23 And we m ght have an issue here if they had
24 col l ected any nonies during the tine period that
25 there were rate cases in the AFPI charge were in
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affect and the utility had -- it was bl essed at
that point by the Conm ssion through a rate case.
But what we are tal king about is this was placed at
issue in the |ast rate case. The Conm ssion staff
raised the issue in the last rate case. And ny
under standi ng fromtoday's conversation is those
charges weren't collected until after the |ast rate
case.

So the utility was on notice that the
Comm ssion was going to take a | ook at the AFPI
charge and that they had not been appropriate, or
needed to be relooked at. So that's why we are
here today.

| mean, | think the noticing issue that M.
Friedman is raising is without nerit, because it's
the utility's burden to know when they -- they've
coll ected the AFPI charge, and/or to request an
addi ti onal AFPI charge based on the circunstances
of additional capacity, and they -- and the utility
did neither until recently.

Thank you.

CHAI RMVAN GRAHAM  Conmi ssi oners.
Conmm ssi oners, any questions?

Yes, sir.

MR, DEASON: | just want to respond to M.
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1 Christensen's statenent. She nmade a statenent that
2 we collected this AFPI after the last order. That
3 Is incorrect. The order cane out in Septenber of

4 2017. This AFPI was collected in March of 2017, at
5 a time when we had an approved tariff by this

6 conm ssi on.

7 CHAIl RVAN GRAHAM M. Rehw nkel .

8 MR, REHW NKEL: Yes. Thank you, M. Chairman.
9 It's -- M. Kelly can't keep good help. This
10 is a mxed -- a day of m xed sadness and happi ness.
11 We believe this will be M. Vandiver's |ast agenda
12 after serving the public for 35 years, 26 of them

13 with this conm ssion, and nine -- the |ast nine

14 with the Public Counsel's office.

15 She's already given you her qualifications

16 that I was going to nention, that she was the Chief
17 of Auditing here for many years. And again, just
18 li ke Ms. Merchant, she was trained by -- or

19 supervi sed by the best, Dale Mil hot, when she was
20 her e.

21 And where at legal, we would probably try to
22 coerce her into staying nmuch | onger, but she has to
23 | eave based on her commitnents that she nade. W
24 are sad to see her go, but | saw Ms. Merchant at

25 her retirenment dinner, and she had a big smle on
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her face, and | think Denise wll have the sane
thing, and we w sh her happiness. And we want to
t hank her before everyone that she has served here
today for her service.

Thank you.

(Appl ause fromthe audi ence.)

CHAl RVAN GRAHAM  Deni se, | know you were
probably one of the first faces | saw ny first
heari ng ei ght years ago. And you have been -- you
have definitely been one of those constants. And |
have al ways appreciated the information. You
al ways seem | i ke you do a deeper dive than nost.
And not that we al ways necessarily conme to an
agreenent at the end, but | do know that you are
very diligent, and you -- and | think you provide
very good information to us, and you have been very
hel pful .

M5. VANDI VER:  Wel |, thank you very nuch.

CHAI RVAN GRAHAM  Conmi ssi oner Brown.

COW SSI ONER BROWN: | just want to add to M.
Chairman's coments. And | do believe that you
have made a difference for the entire state of
Florida. So thank you so nmuch for your service and
dedication to all citizens here.

M5. VANDI VER.  Thank you, too.
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CHAI RMVAN GRAHAM  And good | uck on your future
endeavors.

M5. VANDI VER  Ckay.

CHAI RMVAN GRAHAM  Okay. Back to the -- the
itemat hand. | amready for a notion on Item 13.

Conmmi ssi oner Brown.

COMM SSI ONER BROMWN: | woul d nove to approve
staff recomrendation on all issues.

COMW SSI ONER POLMANN:  Second.

CHAI RMAN GRAHAM  It's been noved and seconded
to approve staff reconmmendati ons on all issues.

Any further discussion?

Seei ng none, all in favor say aye.

(Chorus of ayes.)

CHAI RMVAN GRAHAM  Any opposed?

(No response.)

CHAl RVAN GRAHAM I n by your action, you have
approved staff recommendation on Item No. 13.

Question for staff on parlianentary
proceedi ng, question on Issue No. 9, Item No. 9.
W had a notion and a second on the table before |
deferred it. Do we need to wthdraw those noti ons,
or the deferral just stands on it's own?

MR BUTLER: | don't recall it being seconded.

CHAI RVAN GRAHAM It was seconded.
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MR, BUYS: Was it?

CHAI RVAN GRAHAM  Yeah, | seconded it.

MR, BUYS: Ckay. All right.

CHAIl RVAN GCRAHAM Do we need to wi t hdraw
t hose?

MR HETRICK: | don't think you need to
wi t hdraw t hem because you actually didn't act on
them so you deferred it, and that was your fi nal
action.

CHAI RMAN GRAHAM | just wanted to nmake sure
t hat was done.

Al right. It is 11:33 by that clock. W
have IAin the |Aroom Let's do that at 11:45, so
12 m nut es.

We are adjourned. Thank you very nuch.

(Agenda item concl uded.)
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