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1 PROCEEDI NGS

2 CHAI RVAN LA ROCSA: W are going to go ahead

3 and nove to ItemNo. 5, which is the Pluris

4 wast ewat er and water rate case there in Orange

5 County. We will let our staff and all those get

6 their seats and get positioned.

7 M. Thurnond, if you are ready to go ahead and

8 i ntroduce the itemand get us started, you are

9 recogni zed.

10 MR, THURMOND: Thank you, M. Chairman. | am
11 Wesl ey Thurnmond with Commi ssion staff.

12 Item No. 5 addresses Pluris Wedgefield, a

13 Class Autility serving approximately 1, 700 wat er
14 and wastewater custoners in Orange County.

15 Rates for this utility were | ast established
16 in a 2017 limted proceedi ng. Subsequent to this
17 filing, the filing of this recommendation, an oral
18 nodi fi cati on has been nmade and provided in the

19 docket file.

20 Staff held a custonmer neeting in this service
21 territory on January 24th, 2024. Approximtely 66
22 residents attended, and 23 custoners spoke at the
23 neeting. In addition, the Conm ssion has received
24 numer ous custoner comrents regarding this docket.
25 Additionally, the Conm ssion has received
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1 correspondence fromthe O fice of Public Counsel
2 detailing areas of concern with the rate case.
3 Pluris custoners have requested to address the
4 Comm ssion regarding this natter today.
5 Representatives fromthe utility and the Ofice of
6 Public Counsel are available to address the
7 Commi ssion on this matter, and staff is al so
8 avai |l abl e for any questi ons.
9 Thank you.
10 CHAI RMAN LA ROSA: Thank you. And we wil|
11 certainly have an opportunity for everyone to wei gh
12 i n and di scuss.
13 | amgoing to start with the custoners that
14 have traveled this direction to be with us today.
15 | have got your nunbers -- or | have got your nanes
16 here in front of nme. What | amgoing to ask is, of
17 course, if you can please cone to the podi um when |
18 call your nane, and obvi ously address your
19 comments. | would like to keep them around three
20 m nutes, but we are not going to be super strict on
21 that. | just want to nake sure that we stay on
22 point. And then | will ask a second round if there
23 I s anybody el se that maybe | have m ssed, but |
24 have got four nanes in front of ne. | believe
25 that's everybody that's here.
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850)894-0828 Reported by: Debbie Krick



1 So let's start off with Sheila Mayhew. Madam

2 you are recogni zed when you are ready. Thank you

3 for com ng.

4 M5. MAYHEW  Good norni ng, Conm ssioners, and

5 t hank you for allowi ng us to speak.

6 My nanme is Sheila Mayhew, MA-Y-H E-W and |

7 resi de at 2828 Abney Avenue, Ol ando, Florida.

8 | noved into Wedgefield in Novenber of 2022

9 not know ng a whol e | ot about the water situation.
10 | becane a community activist within six nonths

11 upon -- sonething which | didn't expect to do

12 because | amretired, and | wanted to |live a nice
13 qui et peaceful life, but here I amin Tall ahassee.
14 | am here to request that you please veto an
15 increase to Pluris. M water bill for just two

16 people last nonth, and half the nonth | wasn't even
17 honme because | have been taking care of an elderly
18 father, and ny bill was $109. Now, that doesn't

19 sound i ke a |l ot, but considering that there was

20 only one other person in the house, and they are

21 not there half the tine because they work, that's a
22 | ot of noney. And when you are on a limted incone
23 i ke me, Social Security, it really does break the
24 bank soneti nes.

25 We have -- and | am asking you also to pl ease
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1 consi der vetoing, because we are in the process of
2 trying to purchase the facility with the hel p of
3 Orange County Utilities. W have a five-phase
4 project that we are working on. W are getting
5 ready to go into phase four, which is the
6 negoti ati ons aspect of the project. And so if you
7 guys keep increasing our rates, then Pluris is
8 going to want nore noney for the facility, and with
9 the custonmers trying to buy it, that's going to
10 nmake the cost even nore to us. W are doing very
11 well with our petitions for phase four. W have
12 organi zed very well in our neighborhood.
13 And then the other aspect that | would really
14 i ke you guys to consider is, because | have
15 t hought about this a lot, the profits that Pluris
16 makes, are they putting it back into our state?
17 Well, fromwhat | understand, our facility has had
18 very little nodifications and upgrades mai ntai ned
19 over the years, nade over the years, and they are
20 not |ooking at putting in anynore. Pluris is
21 wanting to sell, and they want to get out of here,
22 and | think they should go.
23 They are -- people are -- sone people in ny
24 nei ghbor hood are payi ng four and $500 a nonth for
25 water. That's nore than their electric bill. If a
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1 nom wanted to stay hone to raise her children, she
2 can't because of her water bill. | have a
3 beautiful jacuzzi tub in my bathroomthat | can't
4 even use because ny water bill would be close to
5 $200.
6 If Pluris gets the rate increase that they
7 have asked for, for two people to get 5,000 gallons
8 of water a nonth, it's going to be $225. That is
9 outrageous for a water bill.
10 | lived in South Florida, where the cost of
11 living is much nore expensive than here in Ol ando,
12 and ny water bill down there, with a swming --
13 built-in swnmng pool and a built-in jacuzzi, and
14 a nmuch larger yard, and ny trash was included, ny
15 water bill ran 30 to $45 a nonth. So you can
16 i magi ne the surprise | got when | got ny first
17 water bill and it was 120. And then every nonth
18 after that, it's been over 90, until the interim
19 rate i ncrease was approved, and ny last two bills I
20 have here, the first one was $119 and sonet hi ng,
21 and the next one was 109.
22 We have people in our neighborhood who go up
23 north for the sumer, and their water -- they
24 shoul dn't be charged water, they are not living in
25 their house, and they are getting bills of 60 to
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1 $85 a nonth, and they are not even living in their
2 hone.
3 This has got to stop. These people here have
4 been fighting for 30 years. | have only been
5 fighting for a year. And like | said, | becane a
6 community activist when | never expected to be one,
7 and I will fight until Pluris is gone, as you can
8 tell nmy by nmy shirt.
9 Thank you very nuch.
10 CHAI RMAN LA ROSA: Thank you, ma' am
11 Next up we have Phillip Unser. M. Unser, you
12 are recogni zed when you are ready.
13 MR, UNSER  Comm ssioners, thank you very nuch
14 for hearing ne. You have probably heard all about
15 what | am about to say, so | wll be very, very
16 brief.
17 Here we go again. Another rate increase
18 wi t hout a visible reason for that increase other
19 than Pluris lost a lawsuit. Part of that
20 settl enment was that they were not to increase their
21 costs to try and recoup, and it's apparent to ne
22 that that's exactly what they are doing. Again, |
23 ask, please do not approve this |latest request for
24 an increase.
25 Since | becane a water custoner in 2003, |
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1 have seen nunerous rate increases before the Public
2 Servi ce Comm ssion, and not a single one denied
3 that | amaware of. The cost, the price is the
4 hi ghest in our state, and probably even highest in
5 the nation, | amtold. And this is for -- our
6 costs last nonth was $147 for two people, and these
7 two people selectively flush toilets, take Navy
8 showers, one on, two off, one on, just to save
9 water. We do not water our lawn. We don't water
10 vegetation. W have had to install a whole house
11 filtration systemto cover up for the costs -- for
12 the snell and the odor and the taste.
13 Last, but certainly not |east, every single
14 appliance in our hone that utilizes water has been
15 repl aced at |east once. |In the case of the heater
16 -- water heater, dishwasher, icemaker, shower
17 handl es, sink faucets, twice or nore tinmes because
18 of the corrosive water.
19 Purchasing a hone that's serviced by Pluris
20 rem nds ne of purchasing a tineshare, where we
21 don't know what the mai ntenance costs wll be, and
22 there is apparently no oversight for nmanagenent.
23 So again, | ask you, please do not approve this
24 rate request.
25 Thank you very nmuch for [|istening.
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1 CHAI RMAN LA RCSA: Thank you, M. Unser.
2 Next up is Helen Unser. Madam you are
3 recogni zed when you are ready. Thank you.
4 MRS. UNSER: | am Helen Unser. | live at 2835
5 Bal | ard Avenue, specifically Wdgefield
6 subdi vision. | do not |ike speaking in public, but
7 | nmust speak on behalf of the residents of
8 Wedgefield that are on Pluris water.
9 During the 20 years nmy husband and | have
10 lived in Wedgefield, we have had at |east three
11 different owners of the water plant, Ad, Uilities
12 Inc., and Pluris since 2010. Each has raised their
13 rates and then sold. It's sort of |ike them
14 sayi ng, | ook, what a profitable investnent you
15 woul d get if you purchased. Pluris is follow ng
16 this trend, in addition to attenpting to recover
17 the funds they lost in the recent class action
18 suit.
19 | understand that a private water conpany
20 wants to nake a profit, but at the same tine, |
21 don't understand how t hey can take advantage of the
22 custoner they service.
23 At the present tinme, citizens of Orange County
24 utility pay $68.07 for 5,000 gallons of water.
25 Resi dents of Wdgefield, at the present tine, pay
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10

1 $100 -- $166.62 for the sane 5,000 gallons of
2 wat er .
3 Wth QUC, they have an ongoi ng mai nt enance
4 setup to nake sure that their equipnent all works.
5 Wth Pluris, they seemto be reactive, not
6 proactive. They bill custoners for repairs.
7 In 2017, they requested a rate increase to add
8 a water softener, repair a main break or maxi mand
9 to finance a new office. There is a very large
10 nunber of senior citizens living in -- using Pluris
11 wat er that are on fixed incones, many just on
12 Social Security. They've resorted to things that
13 shoul d not be required in their waning years, like
14 limted showers, not flushing the toilet but a
15 couple tines a day, wearing clothes nunerous tines
16 bef ore washing. Many of these sane citizens are
17 buyi ng their water because they -- they don't trust
18 Pluris.
19 | f you approve this Pluris request for this
20 i ncrease they want, you will cause a burden on the
21 residents that will devastate many. Their water
22 bill will be higher than their electricity bill and
23 their food bill conbined, and on a fixed incone, it
24 can -- your incone can only be stretched so far.
25 Wth inflation, they are very near their limt
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11

1 ri ght now.
2 So | am asking you, please, give the residents
3 of Wedgefield a break and do not allow Pluris to
4 raise their rates.
5 Thank you so nuch.
6 CHAI RVAN LA ROSA: Thank you, Ms. Unser.
7 Next up is M. Tony Meimary. You are
8 recogni zed, sir.
9 MR, MElI MARY: Good norning, Chairman, | adies
10 and gentlemen. M/ nane is Tony Meimary. | ama
11 veteran. | served in lraq, and | always wanted to
12 cone back hone where | can have a good life.
13 Unfortunately, with Pluris charges, | didn't have a
14 good life.
15 | have to start canvassing, going around in
16 t he nei ghbor hood aski ng every hone about Pluris,
17 and they told ne go to Tall ahassee. Fight for us.
18 We don't want another increase fromPluris. They
19 are being granted increase all the tine when they
20 ask for. | hope it was for the good water, but
21 it's not for the good water. It's for the bad
22 wat er .
23 Most of the residents, they have either a
24 purification systemor they buy their own water
25 fromoutside. | don't give ny pet Pluris water. |
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12

1 have to go and fill up five gallons of water to
2 give to ny pet.
3 | -- | am asking you, please, reconsider that.
4 | nean, we have an issue here that all the
5 residents of Wdgefield are trying to oppose any
6 I ncrease, and oppose Pluris. W don't want Pluris.
7 W want Orange County to take over because we know
8 we can trust Orange County, but we lost trust in
9 Pluris.
10 | beg you for consideration not to increase
11 any other rate with Pluris, we are already paying
12 t oo much.
13 Thank you very nuch for listening to ne and
14 have a good day.
15 CHAl RVAN LA RCSA:  Thank you, M. Meinary, for
16 your testinony, and thank you for your service to
17 the country.
18 Are there any other custoners that | have
19 m ssed? It doesn't |ook so.
20 | know that there is -- there is -- certainly
21 there was a service hearing, and | know that there
22 Is testinony and conments in the docket in addition
23 to, obviously, the custonmers that we've had before
24 us today. So I will -- 1 wll nove to OPC. You
25 are recogni zed.
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13

1 MR, PONCE: Good norning, Conm ssion. M nane
2 Is Cctavio Ponce, and | have the privilege of
3 representing the custoners of Orange County for
4 Pluris Wedgefield through ny enpl oynent through the
5 O fice of Public Counsel. Thank you very nuch for
6 giving us this opportunity to speak, and thank you
7 for giving the custoners an opportunity to speak
8 today as well. W really appreciate it.
9 W al so are really appreciative of the work
10 that the staff has put into this recommendati on,
11 i ncl udi ng nmaki ng the recent oral nodifications.
12 They've -- we feel like they have really |istened
13 to our input. But wth that being said, | have
14 just a few nore issues that | would like to just
15 di scuss with you today, and | will try to be brief.
16 So with regards to Issue No. 1, quality of
17 service, your rules require that the Conm ssion
18 consider the testinony, conplaints and comments of
19 the utility's custonmers when determ ning the
20 utility's quality of service. The reconmendation
21 does a good job of sunmarizing the al nost
22 uni versal ly negative commentary that this
23 conm ssion has received concerning Pluris' quality
24 of service. This includes, but is not little
25 limted to, 89 conplaints filed in the Conm ssion's
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1 consuner activity tracking systemsince 2018; the
2 utility itself receiving 137 conplaints over this
3 time period; six conplaints received by DEP; a
4 January 24, 2024, custoner neeting where 23
5 custonmers took tine out of their lives to speak and
6 share their comments with you; and 45 witten
7 comments in this docket al one.
8 Most of these comments focus on sone
9 conbi nati on of bad water quality, opposition to
10 hi gher rates and two concerns that the utility's
11 actions are driven about their desire to sell
12 t hensel ves to Orange County.
13 The custoner neeting is particularly
14 I nstructive, because it is here where | |earned
15 what a submariner shower is. This is apparently,
16 according to the U S. veteran who spoke, a type of
17 shower where you try your best to use the | east
18 anount of water possible. These are driven by
19 concerns of -- the customers' concerns over the
20 cost of water and over the water's quality.
21 Despite the recomrendati on noticing -- noting
22 overall conplaints are down, there are still dozens
23 of comments in this docket and fromthe custoner
24 neeti ng conpl ai ni ng about quality of service.
25 These are -- the overall nunbers may seem smal |,
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15

1 but when you consider that this utility has about
2 1, 700 custoners a piece for water and wastewater, |
3 feel that they are significant. And also you just
4 heard from custoners who took the tine out of their
5 lives to speak to you today concerning their
6 concerns about costs and water quality.
7 The recommendation al so takes the position
8 that, despite the custoner conplaints, the utility
9 is conpliant with the EPA requirenments and that
10 overall the custoner conplaints are trending
11 downwar ds. However, | would point out that the
12 utility itself takes the position that it has been
13 DEP conpliant since at |east 2010.
14 During this tinme period, despite conpliance
15 with DEP, the utility faced a nulti-mllion dollar
16 class action water suit that the utility had to
17 settle. Should the utility be rewarded for
18 appearing to respond in a tinely manner of when
19 this response was at least in part notivated by a
20 multi-mllion dollar custoner lawsuit? | put to
21 you that it should not.
22 OPC recommends that this comm ssion find the
23 utility's quality of service is unsatisfactory.
24 OPC further recommends that based on this finding,
25 that the Conm ssion should inpose a 100-basis point
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1 penalty, or a 50-percent reduction in salary for

2 the utility's executives.

3 Moving on to Issue No. 6, and | only have one

4 nore issue after this. Thank you for your

5 patience. This issue concerns restricted cash

6 accounts that were included in working capital.

7 The Conm ssion's practice, as acknow edged by the

8 reconmendation, is to either exclude interest

9 beari ng accounts from working capital, or include
10 themin working capital and place the interest

11 incone in the above-the-line revenue. The

12 recommendati on i ncludes, including a 1, 629

13 associ ated interest incone in above-the-line

14 revenue, but this has an al nost $20, 000 revenue

15 requirenment inpact. Qur position is that no nore
16 than $77,000 fromthese accounts should be included
17 i n working capital.

18 Finally, various issues in Issues No. 12 and
19 14 about certain dues that the Conm ssion is paying
20 to be a nenber of certain associations, nanely the
21 NAWC and the AWM. OPC s position is that these

22 are | obbyi ng organi zations, and the custonmers of --
23 t hese organi zati ons engage i n | obbyi ng, excuse ne
24 -- and that the custonmers should not be required to
25 bear the costs for these pursuits.
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17

1 Al ternatively, because nenbership could
2 arguably benefit both the owners and the
3 shar ehol ders and the custoners, we believe that
4 t hese dues shoul d be borne equally between them
5 because the utility has not net its burden on this
6 I ssue.
7 Thank you very nuch. W appreciate the tine.
8 Thank you.
9 CHAI RVAN LA ROSA:  Thank you.
10 Let's recognize M. Friedman with Pluris.
11 MR, FRI EDMAN.  Thank you, M. Chairman,
12 Comm ssioners. | am Marty Friednman, the attorney
13 for Pluris Wedgefield in this proceeding.
14 We generally agree with the staff
15 recommendation. Let ne start before | do ny
16 pl anned comments to deal with a couple of comments
17 t hat were made by OPC.
18 When OPC outlined the nunber of conplaints
19 that had been filed, if you look in the staff
20 recomrmendation, the staff recommendati on nmakes it
21 cl ear that some of these conplaints are nmade by the
22 sane custoner, and sone of them are counted tw ce,
23 or maybe three tinmes or four tines. And in one of
24 t he di scovery responses that we filed after the
25 custoner service hearing, nost of the custonmers who
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1 conpl ai ned about quality of service had never

2 conplained to the utility. And unfortunately, it

3 seens |ike when the utility seeks a rate increase,

4 that's when the conplaints conp.

5 I n response to one of the customer comments,

6 this utility hasn't had a full rate case in al nost

7 10 years. It had a limted proceeding, as the

8 worman nentioned, that included also renote read

9 neters. That limted proceeding was in, | think,
10 2017. But other than that, there hasn't been a

11 full rate case in 10 years. So | think you would
12 expect that once every 10 years, a utility would

13 need rate relief, and I think that's |onger period
14 of tinme than nost utilities of this size.

15 The quality of service by the utility, it does
16 neet all DEP requirenents. They keep -- everybody
17 wants to talk about this lawsuit. It was settled
18 for reasons unrelated to the quality of service.

19 DEP admits all primary and secondary standards are
20 being net. There is -- there is nothing el se that
21 the utility can do. One of the custoners nentioned
22 corrosive water. The water neets the standards of
23 DEP for pH And so there is really nothing that

24 the utility can do that it doesn't already do, and
25 that is neet all the statutory and rule
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1 requirenents.
2 | would like to nention one issue. This is
3 Issue 12. It's the one that has a gl ow ng om ssion
4 that | think that junps out at you, and | would
5 expect y'all each realize it as well, and that was
6 the staff report allows one executive officer for
7 t he managenent conpany, and then billing,
8 coll ection and customer service. Oher than that,
9 it doesn't allow any of the other enployee
10 positions. And that was based upon a settl enent
11 agreenent that one of the related parties entered
12 into with Sarasota County in connection with the
13 rate case down there, and | wll get into the
14 settl enent agreenent aspect of this later.
15 The rate case that we had in that county, it
16 i nvol ved an additional three enployees. So when
17 Public Counsel in their argunent, which was bought
18 by the staff, is that when they said, oh, we've got
19 one executive officer, and that's what Sarasota
20 County allowed. That isn't true. Sarasota County
21 al so allowed a top planning executive and a top
22 financi al executive.
23 In this case, what they have basically done is
24 they have elimnated an admnistrative director, HR
25 director, |IT manager, permtting, executive
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1 assistant, a controller, an accountant and a CFO
2 Now, | suggest that to properly run a utility, you
3 have got to have certain personnel that have
4 varyi ng experience and expertise. And the
5 enpl oyees that the staff elimnated, that was --
6 actual salary allocated anbunt was over $484, 000.
7 And even if you used the AWM standards sal ari es,
8 t hat woul d be between 328,000 and $380, 000 t hat
9 they just whacked off with no reason, no
10 explanation. They didn't delve in and say, this
11 conpany doesn't need an IT guy. This conpany
12 doesn't need a human resources person. This
13 doesn't need a permtting person. They just said,
14 the conpany agreed to it in Sarasota County and so
15 we are going to buy that. And as | said, that's
16 not even accurate what they agreed to in Sarasota
17 County.
18 So what we did, and | hope you have read the
19 summary that we have provided in the docket where
20 we include a couple of schedules. And what | had
21 asked themto do is just pair it down. W had all
22 those positions that were -- that were omtted,
23 let's pair it down to things that nobody can
24 guestion that every well run conpany needs, and we
25 broke those down into five categories. One is the
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1 I T manager.
2 | can't imagine that you could dispute that a
3 | arge conpany doesn't need an | T nmanager, an
4 executive assistant. | nean, you need sonebody
5 that really keeps the shop running. A controller,
6 you know, how can you run a busi ness w t hout
7 know ng -- knowi ng how the business is being run
8 financially.
9 Permtting. This is a utility conpany, you
10 need sonebody at that |evel who tracks and keeps
11 track of permitting to make sure that we wl|l
12 always -- that this utility is always in
13 conpliance. And this one is in conpliance, so the
14 permtting people nust be doing a good job. And
15 then a CFO
16 So you got to -- | can't imagine that any of
17 you agree that you can run a utility w thout these
18 five positions. And those five positions, the
19 salary that Pluris pays for those five positions is
20 about $274,141. Now, that's what they actually
21 pay.
22 If you want to use your AWM standards, |ike
23 y'all seemto do frequently, between the md and
24 t he max, that would be 198, 503 and 229, 199. So
25 even if you take the mdpoint, | can't imgine that
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1 you can -- you can reasonably determne that this
2 conpany does not need those five enpl oyees and the
3 cost -- expense of that is $198,503, which should
4 be added to the revenue requirenent.
5 Now, junp back on this settle agreenent issue.
6 You know, a settlenent agreenent is just that.
7 It's a negotiation between two parties, where
8 sonebody gives up sonet hing over here and sonebody
9 gi ves up sonething over there, and they both
10 accept -- they may not like it, but they both
11 accept the end result. And it's not proper to pick
12 sonet hing out of a settlenent agreenent and say,
13 well, you agreed to this over here, and then you
14 i gnored the things over here that the other party
15 agreed to. And let ne point out what those are.
16 In the Sarasota case, the settlenment agreenent
17 i ncl uded three enpl oyees, not just -- not just the
18 top executive officer, but the top planning
19 executive and the top financial executive. How can
20 you pick one of those and say, we are going to do
21 what you agreed to do at the county, and then you
22 | eave out two or three people that we agreed.
23 Secondly, the settlenent agreenment with sorry
24 Sarasota County also allowed the utility rate case
25 expense for enpl oyees even though those enpl oyee
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1 salaries are included in expenses, which this

2 conm ssi on doesn't typically do.

3 It also gave the utility incone tax expense,

4 whi ch this comm ssion doesn't do. So if you add

5 those things -- and | would venture to guess what

6 we would agree to do is if you want to do the sane

7 thing we did in Sarasota County, we will do it.

8 G ve us all three of those enpl oyees, rate case

9 expense for in-house enployees and give us an

10 i ncome tax expense and we will forget the salaries.
11 But you can't do both. You can't be selective in
12 pi cki ng and choosing issues that were settled in a
13 proceedi ng, settled, and then you ignore the ones
14 that you don't IiKke.

15 And | think that the, and woul d suggest to you
16 that froma regulatory standpoi nt the nost

17 practical response is to grant the utility

18 addi ti onal sal ary expenses of between 198,503 and
19 229,199, which is the range that the AWM deens

20 appropriate. And | can't inmagine that you don't

21 think that conpanies need IT, controllers,

22 permtting and financial advice.

23 There is not even an accountant bei ng approved
24 in here. How can you run a utility w thout those
25 people? And | would suggest to you that it would
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1 be -- it's is necessary to add those peopl e back

2 into the m x.

3 Thank you very nuch.

4 CHAI RMAN LA ROSA: Thank you. Let's -- let's

5 nove to staff. You are recognized.

6 M5. NORRIS: Wuld you |like to start with

7 perhaps, | guess the top, as far as quality of

8 service and then we can address all the other

9 issues in the order OPC and the utility raised?

10 CHAI RMAN LA ROSA: Yeah, let's work our way
11 down.

12 M5. NORRIS: Ckay. Got it, our way down.

13 MR DAVIS: Al right. Good norning. W did
14 recei ve a nunber of conplaints fromthe custoners,
15 as was nmentioned earlier, mainly there is a | ot

16 concerning the rate increase that's being proposed.
17 Al so, the color of the water, odor of the water,

18 and a bunch of water | eaks.

19 The utility conpany has been pretty responsive
20 in dealing with the water | eaks. And as far as

21 neeting the DEP requirenents, the utility, they do
22 meet the primary and secondary water quality

23 standards with DEP. So that's the main reason why
24 we find them satisfactory.

25 CHAI RVAN LA ROSA: Comm ssi oners, questions,
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1 t houghts on that?

2 (kay. Go back to staff. Any -- anything el se

3 that was said today by either OPC or parties, or

4 even --

5 M5. NORRIS: Yes, sir. | will start from

6 OPC s issue regarding working capital. These are

7 the cash restricted bal ances in working capital.

8 Staff maintains and stands by its position

9 within the recommendation that these are stil

10 necessary mni num bal ances they have to maintain in
11 order to neet the debt covenants, that's related to
12 t he debt they have incurred, and so we still

13 believe it's appropriate to include those anounts
14 In working capital for that reason. Especially,

15 agai n, supporting ongoing operations in that sense.
16 And as far as the dues and subscri ptions, that
17 Is regarding -- that's allocated costs for NAWC

18 dues, and direct costs for AWM dues, and to

19 conbine that results in about |ess than a percent
20 of total O8&M expense. And we really did | ook at

21 the argunents laid out by the Ofice of Public

22 Counsel in reviewing what the role that they played
23 in terns of any | obbying advocacy.

24 And really what's cited by the Ofice of

25 Public Counsel, or general -- | think they referred
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1 to as even as general |obbying efforts advocacy in
2 terns of the water industry as a whole, the
3 benefits that are provided fromthese organi zations
4 to the smaller industry, water/wastewater
5 utilities, are access to things |ike publications,
6 &M benchmar ki ng, conpensati on surveys, which |
7 woul d note that staff, as well as the Ofice of
8 Public Counsel, |look at and review in ternms of our
9 analysis and review in rate cases, as well as
10 educati on, research and gui dance for the
11 i npl enent ati on of new technol ogy within the
12 I ndustry, such as replacenent of aging
13 I nfrastructure.
14 There is just a |l ot of general benefits that
15 are extrenely useful, we believe, and it's a
16 reasonabl e expense to include for these utilities,
17 or specifically for Pluris.
18 CHAI RMAN LA ROSA: Is it fair to say that
19 t hese organi zations, their primary focus is not
20 | obbyi ng?
21 M5. NORRIS: | believe that's a fair -- that's
22 a fair characterization, as well as to al so stress
23 that there is no direct | obbying being done on
24 behal f of Pluris. These exanples that are cited
25 again are water/wastewater industry w de, so,
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1 agai n, beyond just the menbers that are part of it.

2 We believe that the resources and benefits

3 avai l abl e are certainly beneficial and reasonabl e

4 to include.

5 For the -- | Dbelieve the next issue,

6 managenent fees. | just wanted to take a minute to

7 clarify in ternms of the settlenment agreenment. And

8 this is brought up by M. Friedman.

9 The settl enment agreenent from Sarasota County,
10 just to stress that staff reviewed -- that was laid
11 out the argunment -- that was laid out in the Ofice
12 of Public Counsel's letter, and what we included in
13 our recommendation is ultimately | ooking at the
14 AWM conpensation survey related to the officer
15 that we believed was reasonabl e and appropriate to
16 | eave in O8M expense.

17 | would just -- if you have the

18 recommendation, if you could go to page 26, we have

19 atable laid out there. It's table 12-1. Wat we

20 really felt was inportant is to review all the

21 conponents of this expense, the all ocated expense.

22 And if you see there, what was approved in the |ast

23 case -- and again, that's the preallocated anount,

24 about 743,000, conpared to what was being

25 conpl etely requested, about 2.6 mllion in the
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1 current case. W really wanted to gage the
2 di fferent conponents of that expense, and as well
3 as -- if you see fromthe | ast case, the nmanagenent
4 group enployees in that allocated anount was -- the
5 staffing level was at three. 1In the current case
6 it was | ooking at -- we were |ooking at 19.
7 Now, there are other conponents where it was,
8 in the |l ast case, conpletely one run by contractual
9 servi ces, everything fromoperators. They had the
10 managenent group as well, billing collections. So
11 there was a change in that. Now there are actual
12 I n-house enpl oyees that reside -- work for Pluris
13 directly and service the utility wthin Florida.
14 So if you see on that next colum in the
15 current rate case, there are seven in-house
16 enpl oyees, including, | believe, two different
17 | evel s of manager -- nmanagenent. One being a
18 regi onal manager, as well -- and part of staff's
19 obj ectives in |ooking at this expense was really
20 trying to ask pointed questions regardi ng what the
21 need was for these additional positions.
22 And certainly -- and | hear M. Friedman, as
23 far as how these are necessary to run the utility
24 as a whole. And we really weren't -- didn't get a
25 | ot nmuch back nore than | guess job descriptions,
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1 and we really wanted nore of a justification for
2 why these additional positions were needed.
3 We al so had, | believe, about 80,000 renains
4 in those all ocated expenses for accounting
5 services, such as the review of financial
6 statenents, tax services, and so we really felt it
7 was inportant to try to get as far as why these
8 addi ti onal positions were needed, and felt, given
9 that it was the utility's burden to conpletely
10 justify and support those positions, that it was
11 still appropriate to | eave those positions out,
12 especially in light of the | ast case.
13 There are al so contractual services that are
14 still being allocated for things like IT work, as
15 wel | as, again, the accounting services. There is
16 sonme of the positions that are still left in there
17 that have a direct role in hiring. There are
18 contractual services related to different HR
19 aspects, such as onboarding. And so this is what
20 we were able to find within the docunentation that
21 we found, such as the audit workpapers and -- that
22 responded to data requests.
23 So without, again, that specific justification
24 for the need and these additional positions, we
25 felt it was reasonable to tailor what we have here
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1 in staff's recommendati on. But again, to stress
2 that we did not go back to the three enpl oyees
3 based on the Sarasota settlenment agreenent. W
4 solely used that in terns of the infornmation
5 provi ded for the AWM benchmarki ng for those
6 positions. And certainly if you have any questions
7 specific to that.
8 CHAI RVAN LA ROSA:  Thank you.
9 | amgoing to junp to Conmm ssioner Fay. W
10 wer e tal king about the associations. | know we
11 just finished tal king about salaries, but | don't
12 know where your question was, but you are free to
13 ask.
14 COW SSI ONER FAY:  Yeah. Thank you, M.
15 Chairman. | didn't want to get too far away from
16 this -- this issue specifically, so just a quick
17 questi on.
18 So on the association dues, so we -- we
19 essentially get that as an allocation and expense
20 fromthe utility. Do we have a data request -- did
21 the Commi ssion have a data request to get a better
22 articulation of the allocation of nmaybe, you know,
23 advocacy nenber services, whatever the breakdown
24 woul d be for what those associations include?
25 M5. NORRIS: So we have -- so for the NAWC
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1 that is an allocated dues and subscriptions from

2 the parent -- fromthe managenent conpany | evel.

3 The AWM is a direct expense paid by Pluris. And

4 So we -- and once this issue, we | ooked further

5 intoit, we were able to pull that direct

6 docunentation. And that was one difference, and I

7 know it's noted in the letter fromthe Ofice of

8 Public Counsel in terns of how the invoicing is

9 done, where it was directly dues and subscri ptions.
10 | understand, previously they would, | believe

11 maybe line itemout specifically | obbying, and so
12 we | ooked at that docunentation to provide that.

13 And | don't know if M. Friedman maybe has any
14 nore in terns of additional detail for those, but
15 that -- that's the limted -- that's the limted
16 i nformati on we had within that invoice.

17 COMM SSI ONER FAY: Sure. | have a foll ow up,
18 M. Chairman. | don't know if you want M.

19 Friedman to respond or if you want ne to go ahead
20 with staff.

21 CHAI RMAN LA ROSA: It's up to you, and if you
22 have staff, then we can -- we can recogni ze them
23 COMM SSI ONER FAY:  Yeah, | will continue just
24 with staff because just to nmake sure | have clarity
25 before M. Friedman has a chance to respond.
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



32

1 To so your point, this current docket in front
2 of us, we don't have sort of a breakdown of what
3 that allocation of the association fee is?
4 M5. NORRIS: Right. Correct. That's -- |
5 believe that's not how the billing is done now, is
6 my understanding, is that it's directly aline item
7 just for dues and subscriptions.
8 COMM SSI ONER FAY: Ckay. And | have revi ewed
9 OPC s letter and their coments related to this
10 issue. | don't -- | don't have any problemwth
11 some allocation of association dues. | think we
12 all, in our professions, have different
13 engagenents. | think, you know, the Comm ssion
14 engages with National Association of Regul atory
15 Conmm ssion. OPC has NASUCA. They have an
16 associ ation that they pay to. | nean, | think it's
17 common practice to get that information from ot her
18 states and ot her associations, but that allocation
19 and prohibition of |obbying, which is sonething the
20 Commi ssion policy has al ways been consistent with,
21 it does seemlike that's difficult to break down.
22 So there is a recommendation in OPC s letter
23 of a 20-percent allocation. That seens high to ne,
24 but if the Conmm ssion decided that we wanted to
25 pl ace sone sort of allocation, let's say 10 percent
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1 all ocation to what we think m ght be advocacy, do
2 we adj ust the association expense nunber to all ow
3 for recovery in general of the expenses, but with
4 t he exception of, you know, 10 percent of their --
5 their funds that m ght go towards advocacy? W
6 just don't know because that invoice doesn't give
7 us the information?
8 M5. NORRIS: Right. The 20 percent was
9 specific to that |ast case, and so that's why we
10 didn't feel confortable necessarily conpletely
11 going with that. Absolutely, we are able to nake
12 an adjustnent to revenue requirenent to nake any
13 type of percentage reduction for any of that as
14 wel | .
15 COW SSI ONER FAY: Gkay. And, M. Chairnman,
16 that's sonmething I would support, but I don't -- we
17 probably want to wait until we get kind of down the
18 road to what we take up in front of us.
19 CHAl RVAN LA ROSA: Yeah. W will note it, and
20 we will kind of bring it back up, | guess, at the
21 right tine.
22 COW SSI ONER FAY: Gkay. Geat.
23 And then | did have one nore question about
24 this -- on this Issue 12. | appreciate it.
25 This -- this question about nore informtion
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1 about each position, just so | understand, does the
2 utility currently have any of these positions
3 listed filled and operating?
4 M5. NORRI'S: The managenent positions we do.
5 W were -- yes, sir -- yes. Those are positions
6 that are filled at the corp -- or the parent
7 conpany | evel .
8 COMM SSI ONER FAY: Ckay. And then there is an
9 al l ocation of what -- what anmount of tinme or
10 resources is used in those positions for this
11 specific utility?
12 M5. NORRIS: It's -- the way that they
13 al l ocate the managenent fees, it's based on
14 custoner count. And so that was another issue that
15 we | ooked at too, going back to justification, is
16 t he anount of custoners they serve, especially -- |
17 believe they just sold two of the utilities -- has
18 gone down significantly. So that was anot her
19 concern in these positions in terns of how nmuch of
20 that was still necessary.
21 The utility did provide -- | believe 153,000
22 was the -- was the variable cost they believed
23 woul d decrease selling those utilities. But that
24 was anot her concern, is that they are servicing
25 | ess custoners, and so, again, in asking for that
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1 justification, we felt that was an inportant part
2 t o under st and.
3 COW SSI ONER FAY: (kay. Yeah, and that's --
4 I mean, you specifically have cone before us a
5 nunber of rate cases wth water and wastewater. It
6 seens rare that we see -- | nean, naybe because of
7 our population growh, but it's rare we see a
8 utility decline in custonmer base that significantly
9 and then ask for significantly nore resources at
10 the same tine. So based on the recomrendati on, |
11 nean, is this sort of an abnormal situation for a
12 utility to be shrinking, but also need nore very
13 resources?
14 M5. NORRIS: That certainly seened staff --
15 right, staff's initial out look in wanting to
16 under stand exactly why those were noving in
17 opposite directions certainly.
18 | would also, too, just to clarify, too,
19 Pluris serves -- so | believe there is one other
20 Pluris Sout hgate maybe -- the Sarasota utility they
21 were referencing, there are Pluris custoners in
22 other states as well, so this is across several
23 states as far as the Pluris managenent conpany.
24 COW SSI ONER FAY: (Okay. Yeah. Because -- |
25 nmean, | think as a comm ssion, we obviously want to
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1 approve things that will -- will inprove the
2 quality, or nmake the situation better for the
3 utility and the custoners, at the sane tinme, there
4 Is this question of a shrinking entity and then so
5 much nore resources allocated to it, and what m ght
6 absol utely be necessary for those operations. So |
7 think it is unique, kind of, for us to take that
8 up, but I think we -- we have to try to bal ance
9 what would work for the utility, but at the sane
10 tinme that rate inpact for the |ist of custoners.
11 So | think what you did nmakes sense here in
12 | arge part because of the burden that's required by
13 the utility to satisfy those positions, and it
14 didn't seemsort of like an arbitrary reference to
15 the settlenent was what created this standard.
16 So I think, M. Chairman, | amconfortable
17 with this issue and the parts that | discussed, if
18 you would |li ke to have M. Friedman respond, that's
19 fine, but I have a full understandi ng of what I
20 t hi nk on these issues.
21 CHAI RMAN LA ROSA: Ckay. Thank you. | would
22 like to give himan opportunity to respond.
23 You are recogni zed.
24 MR. FRI EDMAN:.  Thank you, Conm ssioners.
25 Again, Marty Friedman.
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1 | don't have any insight into the AWM, you

2 know, what -- what part of that nenbership is

3 | obbying. It's certainly an ancillary purpose,

4 it'"s not the main purpose. | don't think in any of

5 the other rate cases | have ever been involved in

6 has there been any attenpt to allocate nenbership

7 in national or state organi zations for rural water,

8 for instance.

9 Al nost every small conpany that you represent
10 bel ongs to Florida Rural Water. You figure out how
11 much of their tine is spent on | obbying, and you
12 sonehow nmake an adjustnent. |It's not the nain
13 purpose. It's an ancillary. And | think there's
14 sonething -- | think | sawin what OPC fil ed, what
15 sone of these organizations do is they go out for
16 anot her request for funds for |obbying, where you
17 pay your dues, and now they want you to join the
18 | obbyi ng fund, which is another fund separate and
19 apart fromyour regular dues.

20 | just don't see any basis, because it may --

21 because | obbyi ng may be -- not | obbying as was

22 pointed out for this utility, industry | obbying,

23 the ancillary | obbying should be a reason to

24 arbitrarily reduce those nenbership dues, and

25 that's what you are doi ng.
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1 You don't -- you don't -- it's not the nmain
2 purpose. You don't know whether it's 10 percent,
3 or five percent, or two percent, or none. Mybe
4 they used a separate fund for |obbying, |ike sone
5 organi zations do in order to avoid that, because
6 certain tax laws -- to take certain advantage of
7 tax laws, certain types of organizations cannot
8 | obby, and so what they do is they set up separate
9 | obbyi ng funds to do that.
10 And | don't think there is any basis for --
11 for -- and we are not tal king about very rnuch
12 noney, |'m probably spending nore tine arguing
13 about it than the dollars involved. But as a
14 matter of principle, because this is going to cone
15 up in every rate case, you know, al nost every
16 utility is a nmenber of these organi zations, and
17 sonebody going to arbitrarily -- and a | ot of them
18 are direct nenbers, so they pay the whol e dues.
19 Not in this case, where AW-- where the nationa
20 association is an allocation. And | just think,
21 froma regul atory perspective, | don't think it's
22 appropriate to just arbitrarily pick a nunber and
23 reduce the nenbership dues. | just don't think
24 it's appropriate.
25 The ot her issue, yeah, | think where staff got
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1 caught up in the salary issue is they | ooked back
2 and they said, well, in that rate case they filed
3 in 2012, they only had so and so enpl oyees. |
4 nean, they still had IT people. They still had
5 conptrollers, they still had accountants, they just
6 didn't include it in this. They had just bought
7 the systemin "09. It was run by the -- by the
8 seller for sonme period of tinme as they transitioned
9 into this, so this was a new ownership for this
10 conpany. It's not like there is -- they junped
11 from seven enpl oyees to 20 enpl oyees.
12 They still, back then, in 2012, had IT. They
13 to have accounting. They had to have HR. They had
14 to have permtting. They had it all, and just
15 because it wasn't included in the |ast rate case,
16 you are going to say, well, you know, the custoners
17 got a break because we didn't include it in 2012,
18 but we are going to hold that agai nst you now
19 because you want to get what the custoners are
20 taki ng advantage of, the expertise that they are
21 benefiting from and you are just arbitrarily
22 throwi ng those out.
23 And there is no IT in here. Thereis no HRin
24 staff's recommendati on. Do you know any conpany --
25 | mean, God knows how many | T people y'all have,
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1 and HR peopl e you have, and accountants and
2 controllers you have. Every business needs it.
3 And to arbitrarily say you are not going to get it
4 because you didn't ask for it in 2012 when you j ust
5 cane into the utility business in Florida just
6 doesn't make sense from a regul atory standpoint.
7 The conpany is entitled to recover what today
8 are reasonabl e enpl oyees to run a well run
9 busi ness, and that's what we are asking you to do,
10 is to add back in those five enployees that | think
11 all of you will agree every well run conpany, not
12 just a utility, but every well run conpany needs to
13 have.
14 Thank you.
15 CHAI RVAN LA RCSA: OPC, and give you a note
16 when -- | think we are tal ki ng about associ ati ons
17 but you are free to address both issues.
18 MR, FLETCHER: Yes. | would just add sone
19 conment on that.
20 For the NAWC, | have been | ooking around the
21 country, and the percentage to get the mark of what
22 percentage it relates to | obbying, it's difficult
23 because it's not a line itemon the bill anynore.
24 California uses 13 percent on sonme of their
25 docunentation for the policy for the Cass A and B
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1 utilities, and they are done a little bit

2 differently here in Florida, because they have al

3 the way down to Class EE | amnot sure of the

4 di stinction there. | have seen sone with

5 21 percent, sone 10. So it's very difficult.

6 All OPC s position was, is that a portion of

7 it is, and unlike it was for, |ike, three decades

8 ago for, like, simlar on the EEl dues, where NARUC

9 used to do audits. NARUC thensel ves used to do

10 audits, so it was less difficult to figure out what
11 a portion to relate to audit. They don't -- and

12 the only one | amaware of is they did it to El.

13 So there is no audits by any ot her agency,

14 anybody that does that for NAWC or AWM, but j ust
15 OPC suggests that it -- based on their website,

16 there is a portion related to those dues, and even
17 the review of the only on-line is their Form 990,
18 whi ch they report to the IRS. You can | ook there.
19 | don't see a separate fund for |obbying. | see
20 dues. And | ooking at the percentage, it suggests
21 that it is paid for out of the dues. And all we
22 are saying is, is that to allow recovery of the

23 entire anmobunt w thout backing out the | obbying

24 portion, you know, to ne, I amnot a | awer, but,
25 you know, speaking for the custoners, they may not
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1 agree with all the | obbying positions that these
2 associ ations are proffering to the federal EPA or
3 to Congress, U S. Congress. |t may be different
4 than the custoners, and you can't really speak for
5 them and that just -- and al so the | ongstandi ng
6 Conmmi ssion practice of considering | obbying
7 expenses bel ow the |ine.
8 CHAI RMAN LA ROSA:  Conmi ssioners, any ot her
9 t houghts on those issues specifically?
10 Seeing none, | will go back to staff. |Is
11 there any other issues that we need to address
12 that's been before us?
13 M5. NORRIS: | believe that we are through the
14 end of the different issues brought up by the
15 Ofice of Public Counsel and M. Friedman, and
16 certainly, if you have any further questions on any
17 of those areas.
18 CHAI RMAN LA ROSA: Conmi ssioners, questions?
19 COMM SSI ONER CLARK: On this area are or just
20 in general ?
21 CHAI RMAN LA ROSA: In general.
22 M5. NORRIS: In general.
23 CHAI RMAN LA ROSA: Yeah, so it's w de open.
24 COW SSI ONER CLARK: | have got a series.
25 CHAI RMAN LA ROSA: | will go to Conm ssi oner
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850)894-0828 Reported by: Debbie Krick



43

1 d ark.
2 COW SSI ONER CLARK:  Thank you, M. Chairnman.
3 Just several questions to ask sone of the different
4 parti es and sone observati on.
5 | appreciate the residents who nade the trip
6 up today to testify.
7 | am curious about the County's role. W keep
8 hearing a | ot about the County's buying this
9 system | know they have been |l ooking at it for a
10 l ong, long tine, and there hasn't been a deci sion
11 made.
12 Was there any extent, staff, to reach out to
13 the County to see if they wanted to participate in
14 this hearing today, or any observations fromthe
15 County?
16 MR, FUTRELL: M. Chairman, we did. At the
17 custoner neeting back in January, there was an
18 Orange County Conm ssioner that attended and spoke
19 briefly. Al so, we got a communication filed in the
20 docket yesterday from Conm ssioner Bonilla who
21 expressed her comments about the rate case, and
22 about the situation, but that's the extent of our
23 Interaction wth them
24 COMM SSI ONER CLARK: | had her -- | had read
25 that letter and was just curious if they were
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1 interested in any input whatsoever other than just
2 that. | had sonme questions for them but -- and |
3 wi Il nove on to OPC, just a couple of questions.
4 You had three basic objections in this
5 particular rate case. That was the | obbying
6 expense, the ROE and the working capital. | think
7 that was y'alls big three primary issues, is that
8 correct?
9 MR. PONCE: Yes, sir.
10 COMW SSI ONER CLARK:  Ckay. You didn't find
11 any else in termof the overall rate case that were
12 any -- these are fairly small issues that woul d not
13 have a major inpact. | nean, all inpacts on rates
14 are inportant. | understand that. These are not
15 anyt hing that would have a significant inpact in
16 the rate increase, is that correct?
17 MR, PONCE: | amsorry, could you repeat that
18 question?
19 COW SSI ONER CLARK: | said, these were al
20 fairly small -- excuse nme -- fairly small issues in
21 regard to the overall rate case, was that a fair
22 st at enent ?
23 MR PONCE: | would argue for the custoners
24 the quality of service is not a small issue for
25 them and that should you agree with OPC s
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1 position, it could result in a significant
2 deduction to their RCE
3 M. French.
4 MR, FLETCHER  Just to quantify, if the
5 hundred basis points of RCE is revenue requirenent
6 I npact of about 74,000, and you are correct, for
7 the other ones, the restricted cash, that's about
8 20, 000 revenue requi renent inpact. And a range for
9 the | obbying for the dues, anywhere between 1,500
10 and 3,700. It depends on what percentage you use.
11 COMM SSI ONER CLARK: I n general, those are
12 fairly small -- fairly small inpacts to the overal
13 rate --
14 MR, FLETCHER: Definitely for the --
15 COW SSI ONER CLARK:  -- with the exception of
16 t he ROE?
17 MR, FLETCHER  Correct.
18 COW SSI ONER CLARK:  And | would turn to staff
19 for that question. Can you give ne the ROEs that
20 Pluris has hit the last three or four years?
21 M5. NORRIS: | amsorry, so not -- are you
22 talking -- not referring to the earnings --
23 COMM SSI ONER CLARK:  Ear ni ngs.
24 M5. NORRIS: -- what staff is recomrendi ng?
25 COMM SSI ONER CLARK: Correct. Wat have they
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1 actually |l earned over the last -- have they been

2 hitting targeted earned? WMaybe, M. Friedman,

3 woul d be a question for --

4 M5. NORRIS: W would have to pull their --

5 MR. FLETCHER | have | ooked at them They

6 had a net operating |oss, but that included the

7 | egal fees associated with the |lawsuit had that

8 i npact, but a net | oss.

9 COMM SSI ONER CLARK:  So in order for your

10 hundred basis point ROE to take affect, they

11 actually have to hit the desired ROE, is that a

12 fair statenent?

13 MR, FLETCHER  Well, when you build a revenue
14 requi renent, you are setting it at the -- md

15 m dpoi nt, so you are setting rates that they wl|l
16 achieve it --

17 COMM SSI ONER CLARK:  Presunably --

18 MR, FLETCHER: -- of a going forward basis.
19 COMM SSI ONER CLARK: -- if ran efficiently.
20 MR. FLETCHER:  Yes.

21 COW SSI ONER CLARK:  Yes.

22 MR FLETCHER. Well, if this is a

23 representative test year and all things equal, they
24 are set up to earn a -- an opportunity to earn a
25 fair return on their investnent at the m dpoint.
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1 COW SSI ONER CLARK:  Got you.

2 And | ny final question goes to M. Friedman

3 I n argunent of this managenent cost allocation, and

4 | | ooked pretty extensively at that, and | -- | am

5 tending to lean to staff's opinion in regard to the

6 al | ocati on.

7 You did not address, in my opinion, this

8 massi ve reduction in the nunber of enployees --

9 nunber of customers that you have in the state of
10 Florida. And | realize -- | agree with your point.
11 You have to consider all of the different buckets
12 of cost allocation when it cones to accounti ng,

13 when it cones to operation, when it cones to IT,

14 but we see in small businesses many tines that

15 these are handl ed by, you know, one person wears

16 ei ght or nine hats in nost cases.

17 | did not feel that you gave a justification

18 outside of -- | saw the sanme thing -- the position

19 descriptions were all | saw as your justification

20 for these additional positions.

21 Your managenent conpany all ocations, how are

22 you determ ni ng those on a percentage what's being

23 applied to Florida versus your other holdings for

24 t he managenent conpany all ocati ons?

25 MR FRIEDVAN. First, | disagree with your
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1 articulation that these are additional positions.
2 These are positions that had been in the conpany
3 for -- well, they were here -- they were here when
4 we had our limted proceeding. They have been in
5 the conmpany for 10 years. So | think that's a
6 m scharacterization to call them new positions, and
7 | went into that before when | tal ked about what
8 went on in 2012 being irrelevant to what's goi ng on
9 t oday.
10 | don't -- the allocation percentage is done
11 the way y'all do allocations. You know, it's based
12 on an ERC or a custoner count. Everybody pays
13 their FAIR share. Unfortunately, there is a
14 m ni nrum anount of personnel and expertise to run a
15 conpany, and by addi ng custoners or business, with
16 a normal business, what it does is it gives you
17 econom es of scale. And it's great to have
18 econom es of scale, but yet, there is a certain
19 anount of personnel that are needed to run a
20 conpany. And you wouldn't want to run it as
21 efficiently as you can, but where you really do
22 wel | for everybody is when you get the econom es of
23 scal e.
24 And just because you don't have an econony of
25 scale -- what if -- what if they didn't get rid of
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1 any of those conpanies. |If they were still
2 operating all of them you still need an I T guy.
3 You still need an HR guy. You still need a
4 permtting guy. You still need an accountant. You
5 still need a CFO. Those are positions you got to
6 have, whether you have got 4,000 custoners, |ike
7 they do now, or 60,000 custoners, you got to have
8 the certain amount of personnel. And they are not
9 new. They've always been there.
10 COMM SSI ONER CLARK: So they were not, at sone
11 poi nt, contracted? This was not a contractual
12 service at sone point? |It's always been in-house
13 enpl oyees?
14 You keep saying you have to the person. You
15 have to do the function, and that function doesn't
16 necessarily have to be an in-house person. |If you
17 hire a firmor an individual, you get an allocation
18 of their tinme toward that particular job
19 descri ption.
20 MR, FRIEDVAN. Well, these are. And if you
21 | ooked at the letter that | -- that | filed in the
22 docket, it shows you those positions that we are
23 tal ki ng about, and -- and, you know, what the
24 sal ari es of those people being paid. And just to
25 say | don't get any of it just defies |ogic, when
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1 t hose people are there, and you know t hey are

2 there, and you know t hey are worKki ng.

3 COW SSI ONER CLARK: That's all | had, M.

4 Chai r man.

5 CHAI RVAN LA RCSA:  Conmmi ssi oners, any ot her

6 questions? Thoughts?

7 Staff, any other closing thoughts?

8 M5. NORRIS: Just to reiterate, and | think

9 that was nentioned again, is that there are

10 contractual services for many of the different

11 areas that he has referenced. |In terns of

12 accounting, for exanple, there is $10, 000,

13 t hereabouts, nonthly fee allocated for review of

14 financi al statenents.

15 And so again, there was hard understand -- a
16 hard tinme understandi ng, and without, again, the

17 information detailing exactly the tineline, or why
18 t hese positions were added, especially in Iight of
19 the decrease in custoners, how, again, it was stil
20 appropriate to include that in as well.

21 But, again, to stress that there are

22 contractual services included in what's being

23 allocated for different aspects of that, as well as
24 IT work, HR And so, again, in totality, with that
25 and all these positions, we still felt it was
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1 appropriate considering there was that -- those
2 addi ti onal anmounts in there.
3 There was al so a concern as well as
4 unregul ated aspects of a separate, | believe, |ike,
5 real estate managenent that's also being run from
6 the sanme building. There are allocations for
7 t hi ngs such as rent, but a couple of the higher
8 | evel managenent positions in ternms of that, the
9 responsibilities they had to each organi zati on.
10 And so again, we feel -- we still stand by and feel
11 it's appropriate what's been included in these
12 al l ocated costs.
13 CHAI RMAN LA ROSA:  Yeah, | understand staff's
14 positions because -- specifically on this issue,
15 because with scalability operations al so becones
16 fluid. | do understand how staff has laid that
17 out .
18 Conmi ssioners, | will conme back to us.
19 Commi ssi oner Fay, you are recogni zed.
20 COW SSI ONER FAY:  Thank you, M. Chairnan,
21 and | appreciate you and Comm ssioner C ark have
22 owned busi nesses, run businesses. | nean, the
23 conplexity of that is sonething that you speak to
24 much better than | would. But |I do think, fromthe
25 | egal perspective, when we | ook at these rate
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1 cases, the burden is on the petitioners to present
2 the information in a way that satisfies what they
3 are asking for, and so, although |I have a | ot of
4 respect for M. Friedman and his advocacy for his
5 clients, | don't recall an itemlike this where |
6 have seen a custonmer base deplete so significantly
7 and then the cost increase. And the information
8 that's been provided to staff on sone of these
9 positions, | alnmobst think it would be arbitrary to
10 grant it than it would be not to, and so | think to
11 t he recomrendati on appropriately addresses that,
12 and | support that conponent of it.
13 M. Chairman, the only other conponent -- |
14 nean, the recommendation is a significant decrease
15 fromwhat's filed. Significant. | nean, | think
16 on the wastewater side, it's sonewhere in a
17 50- percent acceptance to in the teens. | nean --
18 yeah, it's -- it's areality that we have custoners
19 t hat have spoken both in the hearing -- and |
20 appreciate you lettings these custonmers speak
21 today -- that it's a realization. That nunber is
22 high for these water custoners. They are high
23 bills, and that's just a reality of what we have in
24 front of us.
25 So | think the recommendati on does a good job
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1 of goi ng through each conponent of that, and | am
2 supportive of pretty nmuch everything that's put
3 forward. | do still take issue with not having
4 sone allocation of the association dues renoved
5 based on the advocacy conponent. | realize that's
6 hard to do, and | think even OPC has acknow edged
7 today comng up with that nunber is difficult, and
8 it mght be sonething where we see future filings
9 the association decides if they want that cost
10 passed on and they think it's appropriate, that
11 they do provide an allocation of what those fees
12 | ook 1ike.
13 So | am okay accepting this today. | would
14 prefer to have, you know, nmaybe a 10- or 20-percent
15 allocation allocated to that, but | recogni ze that
16 that m ght require a whole new cal cul ati on on
17 staff's side to put forward the adjustnents that
18 are there. So | would sort of open that to ny
19 col l eagues if they are supportive of that or not,
20 then either way | can put forward a notion on the
21 recomrendat i on.
22 CHAI RVAN LA ROSA:  Conmi ssi oners?
23 COMM SSI ONER CLARK: | woul d just opine for a
24 second. | don't disagree with Comm ssioner Fay at
25 all inregard to -- we all know there is -- there
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850)894-0828 Reported by: Debbie Krick



54

1 is a certain amount that's there, we just can't
2 pi npoi nt exactly what it is. If we wanted to cone
3 up with an arbitrary position and say, you know, we
4 are going to allocate 10 percent of all association
5 dues toward a | obbyi ng expense, or sone benefit not
6 directly benefiting the ratepayer side of things,
7 and | think that's -- again, it's kind of an
8 arbitrary nunber, but | think it's probably a fair
9 -- it's a fair assessnent and | woul dn't have any
10 -- it's a small --
11 And | don't dimnish when we say it's a snal
12 nunber. |'mnot dimnishing that every dollar has
13 a rate inpact. Let ne understand that. But when
14 you are tal king about sonething that doesn't nove
15 the decimal, it's a very small nunber, 1,300, 1,500
16 bucks, is that what you said? |Is that correct?
17 MR, FLETCHER: That's correct.
18 COW SSI ONER CLARK:  So 1,300 to $1,500 on two
19 points -- well, total, add the total together,
20 what, three-and-a-half mllion dollars worth of --
21 it's a very, very small nunber. But in terns of
22 doing what's right and fair, | have no objection to
23 it, M. Chairmn.
24 CHAI RVAN LA RCSA: | would say -- | would say
25 this, is that it's certainly not an easy deci sion.
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1 These deci sions never are. | think staff did a
2 phenonenal job of digging through. And | know in
3 my di scussions with them specifically our
4 briefing, there was, you know, a |ot of -- good
5 el ements were laid out and expl ai ned and got ne to
6 a point of confort.
7 There are sone arbitrary, you know, itens
8 within this, but I think we are inthe -- we are in
9 the right posture for it, at least the way staff
10 has laid it out.
11 Commi ssioners, | will cone back to us. Any
12 nore thoughts -- comments, thoughts, or is there a
13 notion before us?
14 COMM SSI ONER FAY:  You don't have anyt hi ng,
15 Conmm ssi oner G ahanf?
16 COW SSI ONER GRAHAM  No.
17 COW SSI ONER FAY: Ckay. M. Chairman, | put
18 forward a notion for Item5 here to approve staff's
19 recommendation on all issues as proposed, which
20 woul d i nclude the reductions as proposed.
21 CHAI RMAN LA ROSA: So a notion as staff as
22 recomended.
23 COW SSI ONER GRAHAM  Second.
24 CHAI RMAN LA ROSA: | am hearing a second.
25 Al those in favor signify by saying aye.
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1 (Chorus of ayes.)
2 CHAI RVAN LA ROSA:  (Opposed, no.
3 (No response.)
4 CHAI RVAN LA RCSA:  Show that the item passes.
5 Thank you all, staff, participants. | think a
6 good di scussi on.
7 Custoners that have cone, thank you. |It's not
8 often that we have custonmers that conme to
9 Tal | ahassee, certainly they do participate in our
10 servi ces hearings. Thank you for com ng and
11 di scussing with us.
12 |f there are no further itens or business
13 before us, see that this Agenda Conference is
14 adj our ned.
15 Thank you.
16 (Agenda item concl uded.)
17
18
19
20
21
22
23
24
25
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