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PROCEEDI NGS

2 CHAl RVAN GRAHAM  All right. So, next thing

3 on the agenda will be Item No. 13.

4 MR, BETHEA: (Good norni ng, Conm ssioners.

5 Terence Bethea on behalf of staff.

6 Item No. 13 is an application for staff-

7 assisted rate case by West -- West Lakel and

8 Wastewater, LLC. West Lakeland is a Class C

9 wast ewater-only utility providing service to

10 approxi mately 315 residential custonmers and one

11 general -service custoner in Polk County. West

12 Lakel and's | ast rate case was a |imted proceedi ng
13 and was approved in 2014.

14 West Lake- -- West Lakel and wants to recover
15 costs associated with legal fees froma prior case,
16 pl ant investnent, and the installation of shutoff
17 valves. Staff is recommending a rate increase of
18 2.43 percent. Staff applied the reconmended

19 percentage increase across the board to existing
20 rates.

21 There was custoner contact. The utility

22 owner, Small- -- Mchael Snallridge, and OPC are
23 present. Staff is available for any questions you
24 may have.

25 CHAI RMAN GRAHAM  Thank you, staff.
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1 Let's start with OPC, then I'Il go to
2 M. Smallridge.
3 M. Smallridge.
4 MR, SMALLRI DGE: Good afternoon,
5 Conmi ssioners. |'mhere to answer any questions
6 anybody has. ['ll do the best | can.
7 CHAI RVAN GRAHAM  Ms. Chri stensen, | ooks like
8 you' re conm ng up.
9 M5. CHRI STENSEN: Just briefly, we -- we
10 reviewed this and we didn't have any issues. So,
11 we' re avail able to address any concerns the
12 Comm ssi on may rai se.
13 CHAI RMVAN GRAHAM  kay. Comm ssi oners.
14 Comm ssi oner Pol mann.
15 COW SSI ONER PCLMANN:  Thank you,
16 M. Chairman.
17 |"ve reviewed this with staff. | have no
18 I ssues with the staff recommendation, and | would
19 nove approval of all issues.
20 CHAI RMAN GRAHAM  There's anot her |ight on.
21 Let's hold that for a second.
22 COW SSI ONER POLMANN:  Yes, sir.
23 CHAI RMVAN GRAHAM  Conmi ssi oner Brown.
24 COW SSI ONER BROMN:.  Appreci ate that.
25 | don't have a problemw th the rate request
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1 being -- that is being requested at all. | do have
2 a question for -- for M. Smallridge, but -- and
3 | egal staff regarding Issue 1. So, |I'mgoing to
4 first turn to our staff on Issue 1 and |ssue 2.
5 And | think this nmay go to sonething that
6 Chai rman Graham has been very interested -- when we
7 | ooked at this rule -- and you know, | believe it
8 was initiated, kind of the discussion, when we
9 anmended it. Chairman G ahamwant- -- want- -- it
10 was his intention -- you can speak yourself -- but
11 to broaden it to allow the Comm ssion to
12 I ncor porate DEP conplaints for consideration.
13 So, the rule -- with -- this is the second
14 time that we've seen it on the wastewater side.
15 It -- it tends -- the way that you have separated
16 the quality-of-service issue, it tends -- seens to
17 be nore narrow dealing wwth quality of service and
18 cust onmer satisfaction rather than dealing with
19 managenent and operations |i ke we used to be able
20 to consi der when we anended this rule. This is,
21 again, the second tinme we're seeing it.
22 It looks Iike you're -- you're really
23 narrowi ng it because now we're only considering the
24 utility's ability to neet custoner satisfaction,
25 attenpt it for custoner satisfaction, and whet her
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1 they're in conpliance with DEP.
2 And | just renenber the discussion that
3 Chai rman Grahamwas instrunental in at |east having
4 and saying, let's ook at this rule, let's see,
5 because we want to be able to consider a |ot of
6 different things in dealing wth quality-of-service
7 I ssues, including nmanagerial, operations, et
8 cet era.
9 That -- there's nowhere in your recomrendation
10 that we -- not that you have any operational
11 problens. |I'm-- it -- it's nore of a
12 phi | osophi cal question, M. Smallridge -- | feel
13 i ke you have narrowed the scope of our --
14 MR, BALLINGER: Sorry, Keith cane and got ne,
15 so |l -- 1 can blanme him
16 Yes, this rule was -- was changed to direct
17 t hat away because, before, we had a case where we
18 had utility managenent. The way they were reacting
19 to other regulators, responsive to DEP or water
20 managenent districts, cane up as a quality of
21 service. And it was pointed out that that's really
22 not a result of the product; it's nanagenent
23 actions. And that's why we tried to separate out
24 the parts in the rule.
25 COW SSI ONER BROWN:  Where could we go to
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1 managenent -- if -- if -- not that it's an issue in

2 t his docket, but --
3 MR, BALLINGER: | think that would be in
4 the -- are they in conpliance with DEP regul ati ons.
5 So, are they --
6 COW SSI ONER BROWN:  Not the way it's anal yzed
7 currently. The -- it doesn't tal k about anything
8 of that nature.
9 MR, BALLINGER: But if they are in conpliance
10 with DEP, then they are neeting the regul ati ons
11 applied by DEP. Were we had the case before,
12 there was consent orders, and the utility was
13 ignoring them basically, and delaying things. And
14 that's what we found was an issue.
15 So, if that simlar situation happened again,
16 it would happen in that second part of the rule.
17 COMWM SSI ONER BROMN:  The way that you now are
18 structuring these issues, though, it says, is the
19 infrastructure and the condit- -- operating
20 conditions of Wst Lakel and wast ewater system --
21 the actual system-- in conpliance with DEP
22 MR, BALLINGER: Yes, ma'am because that goes
23 to the quality of product that the custoner is
24 actually seeing. So, if they're neeting the -- the
25 conditions of DEP --
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1 COMM SSI ONER BROMWN:  That's not manageri al
2 t hough, con- --
3 MR, BALLINGER: No, but it can be addressed
4 t here because they would have to be in conpliance
5 wi t h DEP.
6 COW SSI ONER BROWN: | just don't know if that
7 was the intent of the Chairman. | -- it seens in
8 the analysis that -- this is the second tine,
9 again, that we've seen it. It just seens the
10 anal ysis has been a |l ot nore focused and Iimting
11 and -- and | thought that the intent was to give us
12 nore latitude in reviewng the quality of sa- --
13 satis- -- quality of satisfaction.
14 MR, BALLINGER: M understanding is quality of
15 service is what the custoner is seeing. So, for
16 wat er, you have the product, you have the prinmary,
17 secondary standards. For wastewater, you don't
18 have a -- a quality of product. |It's not there --
19 COW SSI ONER BROWN: R ght .
20 MR, BALLINGER. -- but you have custoner
21 satisfaction and -- in response to conpl ai nts.
22 The other infrastructure part was al so that
23 could lead to custoner quality-of-service issues if
24 the plants aren't nmaintained in accordance with DEP
25 requirenents.
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1 So, that's why we focused, again, on that

2 part, of that aspect, of keeping the plant in

3 conpl i ance, as another part. To ne, that's

4 managenent. That's -- that's the managers keeping

5 up and respondi ng appropriately to other regul atory

6 agenci es.

7 COMM SSI ONER BROMWN:  Is legal confortable with

8 the way that we are anal yzing these cases now?

9 MR, HETRICK: The answer is yes, Conm ssioner
10 Brown. That's way we -- | think Tomarticulated it
11 perfectly. That's what -- the Chairnman's goal.

12 And we've been through this with, not just the

13 Chai rman, but the Conmm ssion as well. And that's
14 where we wound up with this rule, to try to get it
15 In a better posture to sort through these issues.
16 So, I -- 1 don't think what Tomis saying is
17 we're limting what we're |l ooking at. W' re just
18 | ooking at it in a --

19 MR, BAEZ: Rearranging.

20 MR, HETRICK: Rearranging a bit.

21 COMWM SSI ONER BROWN: Thank you. And |

22 appreci ate the discussion. M. -- you want to

23 talk? Oh, he wants to talk.

24 CHAI RMAN GRAHAM  The entire -- the goal of
25 what | was pushing for basically was just to
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1 bi furcate what used to be Issue 1, and so we can
2 clearly | ook specifically on quality of service.
3 And | had a problemw th quality of service saying
4 that the -- that the recordi ng paper was -- was not
5 com ng out cleanly or the pen was out of ink. That
6 had nothing to do with the quality of service.
7 Now, that change does not change anyt hing
8 here. Whatever you could do back before that, you
9 can still do that. It's just -- we just separated
10 it into two separate issues. So, if there's
11 sonet hing that you want to address, that ability is
12 still there.
13 If it's not there, then we need to address
14 t hat because ny goal was not to take away any of
15 your -- our authority, or you know, you can still
16 di nk them you know, when it cones to -- you want
17 to take sone away for quality of service or sone
18 away from systematic situations, but we just -- we
19 put it intw different silos rather than just one.
20 COW SSI ONER BROMN:  Ckay.
21 CHAI RMAN GRAHAM | hope that answered your
22 question because, if there's sonmething that you
23 want to address that you don't think you can
24 address now, then let's tal k about that.
25 COW SSI ONER BROMWN:  Yeah. No, | will -- 1"1I1
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10

1 |l ook at it. | just -- you know, something junped

2 out at ne because, really, for a wastewater-only

3 utility, for -- in terns of quality of service,

4 staff really just |ooks at, under Issue 1, alone,

5 just looks at the util- -- utility's attenpt to

6 address custoner satisfaction. It doesn't |ook at

7 the product, et cetera, all that, that we consider

8 In water.

9 So, | -- 1 think we're okay. | just wanted to
10 have the discussion because it -- it seened to be
11 nore limting, but | appreciate the dial ogue.

12 And the other question -- M. Smallridge, hi.
13 How are you doi ng?

14 MR, SMALLRI DGE: Good afternoon. Good. Thank
15 you.

16 COW SSI ONER BROWN: | appreciate you taking
17 the effort to purchase so many of these

18 di stressed -- not that this one is distressed, but
19 di stressed, challenging, snmaller water utilities.
20 You' re doing a good thing for your custoners and

21 your operati ons.

22 | just have a question -- how many do you own
23 now?

24 MR SMALLRIDGE: Um..

25 COMW SSI ONER BROMWN:  You' re grow ng.
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MR, SMALLRI DGE: Yeah, we -- we've got sone
grow ng-pain issues going on. | -- 1 don't know
the answer to that question, to be honest wth you.

COW SSI ONER BROMWN:  You tal k about how you
need two new mai ntenance technicians.

MR, SMALLRI DGE: Yes, nm'am

COMM SSI ONER BROAN:  How are they going to
enter -- are they part-tinme or full-tine?

MR. SMALLRI DGE: Full-ti ne.

COMWM SSI ONER BROMWN:  Ckay. And are you using

a lot of contractors, still?

MR SMALLRIDGE: | contract all -- all the
operations out. So, the -- the folks that |I'm
wanting to hire in this docket are -- are just

goi ng to be nmi ntenance technici ans.

COW SSI ONER BROWN:  Tech- -- yeah. And
neter-reading, right? You' re contracting with
Lakel and for neter-reading.

MR, SVMALLRIDGE: Well, on- -- the only system
that | have that we don't do neter-reading in-house
is this system Wst Lakel and.

COW SSI ONER BROMN:  Ckay.

MR. SMALLRIDGE: And this -- this is -- what
you see in this docket is -- is we've been talking

with the Gty of Lakeland for probably -- since
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12

1 2009. |'ve been through every aspect, but they --
2 they finally had a -- enough staff change there
3 where sonebody was willing to | ook at partnering
4 wWth us. And it actually didn't turn out the way I
5 t hought it would, but we nade adjustnents and were
6 able to get it done.
7 The -- after | kind of got married to the City
8 of Lakeland with this -- getting their neter-
9 readi ngs fromthem-- because they originally told
10 nme that they were going to work towards going to
11 the automatic neter-readi ng system and that we
12 woul d be able to do these things electronically.
13 And that's kind of the bait | wanted to take.
14 They -- they haven't quite achieved that yet. And
15 | think they've got alittle -- maybe a little bit
16 of del ays goi ng on.
17 The issue that |'mhaving nowis that, to that
18 particul ar context, is sonetines when the Gty goes
19 out, they don't -- they don't get neter-readings,
20 for whatever reason. So, when | get that
21 information, | don't have that neter-reading.
22 COVM SSI ONER BROMN:  Ri ght .
23 MR, SMALLRI DGE: So, we go back and put it
24 in -- you know, put it in as zero. The custoner
25 gets the sanme thing on their water bill fromthe
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13

1 City of Lakel and.
2 So, | haven't had a custoner-issue problem
3 but there's been a couple of tines where | just
4 haven't gotten a neter-reading fromthem So, we
S carry it al ong.
6 COMWM SSI ONER BROMWN:  Well, | appreciate you
7 com ng down -- comng up to Tall ahassee, too,
8 and --
9 MR. SMALLRIDGE: Sure.
10 COMM SSI ONER BROMWN:  -- taking the tine to
11 appear on this case.
12 What -- that lawsuit -- I'mcurious. The
13 staff analysis doesn't tal k about what the | egal
14 fees that you're allow ng for your anortization,
15 which is typically what we do for rate-case
16 expense. And that's not rate-case expense.
17 I[t's -- what is this lawsuit? And it -- it's
18 significant.
19 MR. FLETCHER: Bart Fletcher, Conm ssion
20 staff. This was addressed a few years ago by the
21 Commi ssion. The conpany had a problemwth the
22 title, the perc ponds -- the land for the perc
23 ponds. They had a litigation. They were able to
24 finally work out the securing because, under the
25 statute and rules, you have to have a | ease or you
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have to have ownership. So, they were able to
resolve that, but it was through that litigation.
The Conmm ssion, a few years ago, did approve a
regul atory asset for that.

We did not have the amount of the tota
litigation cost at that tine. Once it was re- --
resolved, it took -- spanned over a four-year
period. So, that's the reason why we anortized it
over four years, but that was the securitization of
the | and, the perc ponds.

COMM SSI ONER BROMWN:  Is it problematic that

it's outside of the test year? Because it -- it
| ooks likes the first invoice was -- stemmed from
2015.

MR, FLETCHER: No, that -- and that's the
reason why the conpany canme in and sought a
regul atory asset -- permi ssion for a regulatory
asset in order to defer those costs.

COW SSI ONER BROMWN:  Thank you.

Anyt hi ng you want to add?

MR, SMALLRIDGE: | -- nothing really rel evant,
but | think it's inportant for the Comm ssioners to
keep in mind that | initially received this utility
I n receivership.

COW SSI ONER BROMWN:  Un- huh.
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1 MR, SMALLRIDGE: So, it was sonething that was
2 given to ne in receivership. W -- | was able to
3 secure the utility, and these issues |ingered.
4 COMM SSI ONER BROMN:  Agai n, thank you.
5 MR, SMALLRI DGE: Lingered fromthe
6 receivership fromthe begi nning.
7 COW SSI ONER BROWN: Thank you.
8 Wth that, | would nove staff recomendation
9 on all issues.
10 COW SSI ONER POLMANN:  Second.
11 CHAl RMAN GRAHAM It's been npoved and second,
12 staff recommendation on all issues. Any further
13 di scussi on?
14 Seei ng none, all in favor, say aye.
15 (Chorus of ayes.)
16 CHAI RMVAN GRAHAM  Any opposed?
17 By your action, you have approved staff
18 reconmendation on Item No. 13.
19 (Agenda item concl uded.)
20
21
22
23
24
25
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