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1 PROCEEDI NGS
2 CHAI RVAN CLARK: All right. Item No. 11
3 application for SARC in Al achua County.
4 (Di scussion off the record.)
5 M5. BRUCE: Good norning, Conm ssioners. | am
6 Soni ca Bruce -- Bruce, speaking on behal f of
7 Conmm ssion staff.
8 Item No. 11 addresses a staff-assisted rate
9 case in Alachua County by Gator Waterworks. The
10 utility provides water service to approximately 351
11 residential customers, four general-service
12 custoners. The utility was fornerly owned by
13 Ki ncai d, wherein no investnent was being nade in
14 regards to infrastructure.
15 The Conmm ssion has not set rates since
16 granting the grandfather certificates. Staff is
17 recommendi ng the quality of service be considered
18 satisfactory. Staff is recomrending a revenue-
19 requi rement increase of 174.82 percent for water.
20 And, due to the high discretionary usage, staff is
21 recommending a four-tier inclining block rate
22 structure.
23 Farther- -- furthernore, due to the nmagnitude
24 of the revenue-requirenent increase, staff believes
25 that it's inperative in this case to nonitor
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1 whet her the con- -- custoners' reduced consunption

2 Is expected and w Il eval uate whet her any
3 additional adjustnents to the rates are necessary;
4 therefore, staff is recommendi ng the docket renain
5 open to allowthe utility to provide nonthly
6 reports detailing the nunber of billing
7 determ nants and revenues bill ed.
8 There has been no correspondence provided in
9 regard to staff's prelimnary rate structure.
10 Utility -- utility representative Troy Rendell is
11 present as well as Tad David with the Ofice of
12 Public Counsel. Staff is prepared to answer any
13 guestions you may have.
14 CHAI RMAN CLARK:  Thank you.
15 M. David, would you like to address the
16 Conmm ssi on?
17 MR, DAVID: Yes. Tad David on behalf of
18 O fice of Public Counsel, and al so want to nmake an
19 appearance for J.R Kelly, Public Counsel. Good
20 norni ng, M. Chairnman and Conm ssioners. And thank
21 you for your tinme this norning.
22 At the outset, | want to nake clear that |I'm
23 not here at all to criticize the current owners of
24 the Gator Waterworks. |'mhere sinply to ensure
25 that the custoners are zealously represented in
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1 this matter and to request that the Comm ssion not
2 approve the -- the staff-recommended rate increase.
3 Instead, | would Iike to request that the
4 Conmm ssi on approve the nore-reasonable rate
5 increase that will not hurt the custoners.
6 We understand that the previous owners did not
7 properly seek an increase after the rates were set
8 in 1993, but the utility's rates have been anended
9 t hrough three price-index increases.
10 W al so understand that the utility recently
11 had to address sone | ong-overdue nai nt enance
12 Issues. And I'mnot here to oppose rates being
13 increased; |I'mhere sinply to ask that you nmake
14 sure that the rates you approve are fair, just, and
15 reasonabl e.
16 The issues in the staff's recommendati on on
17 which | want to focus are |Issues 8 and 9, but I
18 woul d note that | also want to contest |ssues 4, 7,
19 and 15 to the extent necessitated by our position
20 in Issues 8 and 9.
21 In Issue 8, the staff recomendati on shows a
22 revenue-requi renent increase of 174.82 percent;
23 however, | would ask that you turn to Page 44 of
24 the rec- -- of the staff's recommendation, which is
25 Schedul e 4, the proposed recommended tariff sheet.
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1 There, we can cal cul ate that the recomended
2 rate structure results in a gallonage-charge
3 I ncrease of about 664 percent at the zero-to-
4 5, 000-gal | on usage rate.
5 Thi s revenue requi renent transl ates, as shown
6 on Schedule 4, also referenced in Issue 9, into a
7 303-percent increase for the typical residentia
8 househol d that uses approxi mately 5,000 gall ons;
9 and a 234-percent increase even if the household
10 only uses 3,000 gallons a nonth. That is the
11 definition of rate shock.
12 In raw dollars, the staff's 303-percent
13 I ncrease makes the typical 5,000-gallon bill rise
14 from$1ll.54 to $46.51, a $35-per-nmonth or $420- per-
15 year increase.
16 As much a shock are the proposed rates for
17 users of 8,000 gallons, who would see a 409- percent
18 increase in their water bill, and users of 10,000
19 gal | ons, who woul d see a 460- percent increase.
20 The custoners are nostly fixed-incone
21 i ndi vidual s, single parents, and worki ng-cl ass
22 citizens. These custoners would potentially have
23 to make choi ces between paying for their water or
24 buyi ng groceries; between paying for water or
25 payi ng for nedication; between paying for water or
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850)894-0828 Reported by: Andrea Komaridis Wray



1 buyi ng gas to get to work.

2 Not only would the recomended rates be

3 unaf f ordabl e for many of the custoners, such a

4 shocki ng i ncrease would not be fair, just, and

5 reasonabl e.

6 Inits petition, the utility has requested a

7 rate increase that would affect a 140-to-170-

8 percent increase in the typical bill, a figure very

9 simlar to staff's cal cul ated revenue-requirenent
10 i ncrease of 174.82 percent. \Wile not desirable,
11 this increase would certainly be preferable to the
12 I ncrease recomended by staff on its proposed

13 tariff sheet.

14 Even understandi ng the cal cul ati ons

15 undergirding staff's much-hi gher recomendati on, |
16 ask that you consider a smaller rate increase nore
17 inline with the increase requested by the utility.
18 And further, I'd Iike to request that any

19 i ncrease that you do approve be phased in or

20 graduated in tw steps, please, over a period that
21 will allow the custoners to adjust their budgets to
22 the higher rates. This would ensure that

23 utilities' rates remain fair, just, and reasonable.
24 Thank you, again, for your tinme this norning.
25 CHAI RMAN CLARK:  Thank you, M. Davi d.
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1 M. Rendell, would you |like to respond?

2 MR, RENDELL: Good norning, Comm ssioners.

3 Troy Rendell on behalf of Gator Waterworks. This

4 is another difficult one. The -- if you recall

5 this utility was in trouble with the PSC. They

6 were -- they had a revocation docket open. They

7 had never canme in for a SARC. And the reason they

8 had not conme for a SARC i s because they were not

9 payi ng the regul atory assessnent fees. They also
10 were not paying the property taxes.

11 The systemwas in conplete disrepair. W had
12 to replace the entire water-treatnent plant. W

13 repl aced everything except the hole in the ground.
14 We replaced the wells, the treatnent, the -- we

15 added a generator, the tanks. W've nade nunerous
16 repairs.

17 The -- it's old piping. There's a |ot of

18 | eaks. We're currently working on the pro forng,
19 whi ch shoul d be done in a few weeks, of replacing
20 two mai ns where a | ot of | eaks have occurred, which
21 cost a lot of noney to repair.

22 So, it's going to reduce the unaccounted-for
23 wat er because it's -- it's leaking terribly. W

24 had anot her huge |l eak |ast week -- that's not in

25 this rate case -- out on, | think, H ghway 20. The
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1 Departnment of Transportation contacted ne.
2 So, it's an old system W realize it's a
3 | arge increase, but it's driven by the capital
4 costs that we put into the systemto naeke it
S better.
6 Cust onmers have said, you know, how -- how the
7 wat er has inproved. They've seen the inprovenents.
8 So, it's sonething they actually can see that we
9 physically did. So, you know, under 367.081, you
10 know, the -- we're allowed to earn a rate of return
11 on funds prudently invested. And, in this case, it
12 was all driven by capital.
13 So, we're here to support staff's
14 reconmendat i on.
15 CHAI RMAN CLARK: Thank you, M. Rendell.
16 Any conmi ssi oner comment s?
17 Conmi ssi oner Brown.
18 COW SSI ONER BROWN: | would like to hear a
19 little bit nore about the phasing-in the rate
20 i ncrease. As you said, M. Rendell, nost of this
21 increase is due to capital inprovenents and
22 probably the failure for the previous owner to cone
23 I n when needed for a rate increase.
24 What are your thoughts on phasing in the --
25 the rate increase to avoid that rate shock?
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409 percent, 303 percent based on gal |l onage --
significant.

MR, RENDELL: | agree. The -- the only part
that really isn't in the ground right nowis the
mai n replacenents, and those will be there --
they're actually being installed now So, that's
the pro forma. That would be the only part that
woul d be second phase.

"' mnot sure how to structure a phase-in.
Maybe the -- maybe, if | work with staff, the rate
of return maybe woul d be del ayed for a year, but
t here woul d have to be sone conpensation for that
because, you know, we're allowed to return on our

I nvest nent s.

So, | haven't really thought about the phase-
in. I'mnot totally opposed; |I'mjust not sure how
to -- to structure it since it's funds al ready
expended - -

COW SSI ONER BROMWN: | got - -

MR. RENDELL: -- and already in service.

COMM SSI ONER BROMN:  And | appreciate that.

Staff, do you have any input, advice, guidance
on the phasing-in? Nobody --

CHAI RMAN CLARK:  Anyone want to take this?

COMWM SSI ONER BROMWN:  Anybody in the audi ence?
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10

1 (Laughter.)
2 M5. BRUCE: Well, I'Il say sonething, but I
3 don't believe -- | believe accounting would -- we
4 woul d just design rates based on the revenue
5 requirenent.
6 MR. BROMN: Yeah, there's -- there's not -- |
7 know we' ve al ready included the main -- the pro
8 forma main that M. Rendell is tal king about.
9 That's included in our revenue requirenent.
10 | nmean, | think he was alluding to the fact
11 that that m ght be able to be pulled out and done
12 as a Phase 2, if | heard you correctly. But right
13 now, it's included in there.
14 And |ike you said, the magjority of -- of the
15 i ncreases is sinply nmade on invest- -- on huge
16 anount of investnent the utility has nade --
17 COW SSI ONER BROMWN: | under st and.
18 MR BROMN: -- to plan.
19 COMWM SSI ONER BROAN: And we haven't really
20 heard any comments from custoners in this docket.
21 So, they've been infornmed of the rate increase.
22 MR, RENDELL: Correct. And -- and by the tine
23 the rates go into effect, that pro forma will be in
24 service. And, like | said, there's been other
25 repairs since then that's not included in the rate
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Andrea Komaridis Wray



11

1 case that we're -- that we're still not getting

2 recovered for that. So, we're always playing

3 catch-up, basically.

4 COMWM SSI ONER BROMWN: Ckay. Thank you.

5 CHAI RMAN CLARK:  Comm ssi oner Pol mann.

6 COMWM SSI ONER POLMANN:  Thank you,

7 M. Chairman.

8 Question for Public Counsel: |I'm-- you cited

9 a lot of nunbers, and they do sound scary. And you
10 rai sed the question of an increase in steps, but

11 Il -- I"'mwondering if Public Counsel has any

12 suggestions on what that m ght be.

13 MR, DAVID: |, right now, don't have a

14 specific plan, but anything that would allow it to,
15 like | said, take effect over -- because, you know,
16 we understand, actually, after having gone through
17 t he docket and the information filed and all of

18 that -- we understand the work and the things that
19 have gone into bringing this -- this utility up to
20 par .

21 And so, you know, we're not -- certainly not
22 trying to hurt the utility. W're just trying to
23 ensure that these custoners are not overly-burdened
24 wi th the increase.

25 So, | don't have a specific suggestion, but
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12

1 just anything that would allow this -- the
2 I ncrease -- whatever increase there is to take
3 effect over po- -- like | said, even if it's just
4 two steps, whether it's six nonths and then a year
5 or -- you know, whatever woul d be acceptable to the
6 Conmm ssioners and -- would -- would be okay, and
7 certainly would be -- would be better than -- than
8 t he proposed single increase shock there.
9 And also, | would, if I could, just like to
10 say that it's arelatively-small utility as far as
11 cust omer nunbers go. And the -- the custoners that
12 attended the custoner neeting also were -- have
13 been contacting ne. There have been a handful of
14 themthat contacted ne. They may not have known to
15 contact the Comm ssioners or the Conmm ssion
16 directly.
17 There have been sone -- there are sonme people
18 who are concerned. So, | didn't want the |ack
19 of -- of e-nmails or correspondence directly to the
20 Comm ssion to appear to -- to be a lack of caring
21 on the part of these -- of these custoners.
22 There have been a -- several of themthat have
23 been really involved. And -- and they will tell
24 you, in fact, that the -- the service and the water
25 I's much inproved. So, they don't have any issue
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1 with that.

2 It's just they are, you know, living the

3 reality of being fixed-incone, working-class, and

4 just needing to figure out how they're going to pay

5 their water bill.

6 COW SSI ONER POLMANN:  Certainly.

7 You know, the difficulty in the circunstance

8 like this is the inprovenents are -- have been nmade

9 or are in the process of being nade, and unl ess we
10 had pl anned for a two-phase at -- at the outset, in
11 t he beginning of this process, the place where we
12 are nowis -- is noving forward with, you know, the
13 rate adjustnents in a single phase or com ng up

14 Wi th sonething extraordinary that -- that, in

15 effect, looks |like a penalty against the utility

16 for having noved -- noved forward in a single step.
17 | nmean, that's -- that's one interpretation

18 that -- that we can view And |I'mnot quite sure
19 that that's fair on -- on the utility's side. |

20 understand the burden on the custoner's side, but
21 it puts us in alittle bit of a quandary.

22 | don't have an answer, but you know, that's
23 why we're inviting the -- the audience to offer an
24 answer. Maybe sonebody out there has -- wants to
25 be a phil ant hropi st and put noney on the table, but
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1 | don't see that coming forward either.
2 Thank you, M. Chairnman.
3 CHAI RMAN CLARK:  Comm ssi oner G aham
4 COMWM SSI ONER GRAHAM | nove staff
5 reconmmendation on all issues.
6 COMWM SSI ONER POLMANN:  Second.
7 CHAI RVAN CLARK: Mption and a second to
8 approve the staff recomrendation on all issues. |Is
9 there any di scussi on?
10 On the notion, all in favor, say aye.
11 (Chorus of ayes.)
12 CHAI RMAN CLARK:  Opposed?
13 Motion i s approved.
14 Thank you very nuch.
15 (Agenda item concl uded.)
16
17
18
19
20
21
22
23
24
25
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