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PROCEEDI NGS

CHAI RMVAN GRAHAM  Ckay. Item No. 9. kay,
staff, Item No. 9.

M5. BUYS: Good norning, Conm ssioners. | am
Penel ope Buys with Conm ssion staff.

Item9 is staff's recommendati on for Docket
No. 20170166-W5, an application for a limted
proceeding rate increase in Orange County by Pluris
Wedgefield, Inc.

In its application, Pluris requested recovery
of costs associated with four projects:

An installation of AM neters.

The installation of water softening equipnent.

The construction of a maintenance buil di ng.

And a replacenent of a waste water nain.

The utility requested final revenue increases
of 13.8 percent for water, and six percent for
wast ewat er .

Staff is recomendi ng revenue i ncreases of
12.16 percent for water and 5.53 percent for
wast ewat er .

On March 6th, 2018, the O fice of Public
Counsel filed a letter expressing its concern with
the utility's filing and are here to address the

Comm ssi on.
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As of April 19th, 2018, there have been 70
custonmer comments filed in this docket.

Representatives fromthe utility are present
to answer any questions you nay have. Staff is
al so avail abl e for questions.

CHAI RMAN GRAHAM  Thank you, Ms. Buys.

M. Friedman, you still here?

MR. FRIEDVAN. Sorry. | will be here a while.
| got another one after this one.

Yeah, | would like an opportunity to, after
the Public Counsel does, but if you want us to nake
sone initial opening comments, with ne is
M. Maurice Gallarda, who is the President of the
conpany, and also M. Joe Kuhns, who is the
Regi onal Manager for the conpany.

| just want nmaybe M. Gallarda to nmake a
coupl e of opening conments, and then we wll see
what Public Counsel says, and we will respond
accordi ngly.

CHAI RMAN GRAHAM  Sure. Good nor ni ng.

MR. GALLARDA: Good norni ng, Comm ssioners.
My nane is Maurice Gllarda. | amthe managi ng
nenber of the parent conpany to Pluris Wedgefi el d.
I am a professional engineer with 30 years of

experience in the design. And M. Poul mann, don't

Premier Reporting

(850)894-0828 Reported by: Debbie Krick

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



1 quiz nme too nuch on water, but on wastewater | know
2 t hi ngs on the advanced system
3 But | still like getting out into the
4 operations. | still have a desire to go out and
5 see things done. And | also oversee and revi ew
6 things such as this |imted proceeding.
7 And | am proud of our operations in Florida.
8 And with nme is M. Joseph Kuhns, who is the
9 Regi onal Manager for the Florida operations, and
10 oversees the utilities, including Pluris Wdgefield
11 her e.
12 And | amparticularly proud because this |ast
13 week, Pluris Wedgefield, for the second tine in
14 three years, has won the best drinking water
15 contest in the Anerican Water Wrks Associ ation
16 contest in Central Florida. And the aquifer isn't
17 known to be the greatest quality of water beneath
18 the Central Florida region, and for themto do this
19 a couple of tinmes out of the last three years is
20 really admrable. So |I am proud of our guys, and
21 al so as well as our outside consultants,
22 Ki ml ey-Horn who assists us in that process, so
23 that's all | have to say.
24 CHAI RMAN GRAHAM  Thank you, sir.
25 MR. FRIEDVAN.  And that award is in front of
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M. Kuhns. W brought it with us.

CHAI RMVAN GRAHAM  Ms. Ponder.

M5. PONDER: Good norni ng, Comm ssioners.
Virginia Ponder for Ofice of Public Counsel. Here
with nme is Marshall WIlis | did have two handouts
passed out. Let ne read it to you.

W are here to speak today because OPC
di sagrees with the staff's position that the
conpany's RCE shoul d not be recal cul at ed.

The secondhand out reflects the adjustnents
resulting froma recal cul ati on of the ROE based on
t he conpany's updated capital structure. And
M. WIls is available to answer any questions and
provide nore detail regarding the adjustnents in
t he secondhand out as needed.

| would like to start with the staff
recommendation, if | could, please.

On page nine, paragraph two, you will see that
t he conpany requested a wei ghted average cost of
capital for a rate of return of 9.21 percent. This
Is a change of the conpany's |ast approved rate of
return.

Now, if you would | ook to the first page of
t he handout, which is the Conm ssion's order in the

| ast rate case. And this is where the conpany's
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| ast authorized rate of return or weighted average
cost of capital was approved.

Page two and three of this handout show t hat
t he Conm ssion approved a rate of return of 8.36
percent. And then on page three, this represents
the conpany's capital structure as used in the 2012
rate case proceeding.

Movi ng al ong to page four. W have the
limted proceeding statute. And this statute
provides, in pertinent part, upon petition, or by
its own notion, the Conm ssion may conduct limted
proceedi ngs to consider and act upon any natter
within its jurisdiction, including any matter, the
resolution of which requires a utility to adjust
its rates.

Thus, Section 367.0822 affords the Conm ssion
broad statutory authority in conducting |limted
proceedi ngs, authorizing the Conm ssion to consider
and act upon any matter within its jurisdiction.

I f you would I ook to the | ast sentence,
pl ease, highlighted for you.

Significantly, this last sentence of the
statute provides that once the rate of return or
t he wei ghted average cost of capital is at issue,

t he Comm ssion must address the rate of return.
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And if the Conmi ssion is addressing the rate of
return, then all elenments of the rate of return
must be addressed.

Here, by requesting a rate change and a
different rate of return, the conpany has clearly
pl aced the rate of return at issue, requiring the
Conmm ssion to address the rate of return and all
its el enments.

Page five, if you turn to the next page. This
contai ns Rule 25-30.455. This rule provides
not hing nore than the instructions or filing
requi renents for a utility requesting a limted
proceeding. As it so happens, M. WIllis was here
at the Comm ssion when this rule was drafted and
adopted. It was actually drafted under his
di recti on.

If you would I ook at the highlighted portion,
specifically (4)(e). (4)(e) is nothing nore than a
mnimumfiling requirenent, and requires the
utility to provide a calculation of its cost of
capital for the nost recent 12-nonth period. Thus,
the rule specifically seeks to capture an
up-to-date show ng of the conpany's current cost to
capital. The conpany in this case chose to use the

updated rate of return produced by the cost of
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capital schedul e requested by this rule.

In ternms of the ROE, this rule directs the
utility to use the m dpoint range of the | ast
aut horized ROE in the calculation for the weighted
average cost of capital, or rate of return.

It also provides if a utility does not have a
| ast authorized RCE, the utility is to use the
current average fornula to produce one.

Here, the conpany used the m dpoint range of
its last authorized RCE. However, the conpany's
| ast aut horized RCE was cal cul ated using an equity
ratio of 42.9 percent, while the equity ratio
revealed in this limted proceeding is 68.11
percent, an increase in equity of nore than
58 percent.

This market increase results in a cost savings
to the conpany, and constitutes a known and
neasur abl e change requiring the Comm ssion to
recal cul ate the RCE

Further, taking into consideration the intent
of the rule to gather necessary information from
the utility for the limted proceeding filing, the
calculation is a nere starting point for the
Comm ssion's anal ysis, not the destination, and

does not bind the Comm ssion.
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1 If we could | ook at the second handout, | wl|
2 just wal k briefly through that.
3 Page one shows the cal cul ati ons of the debt
4 equity ratios conparing the prior 2012 case with
5 the current filing.
6 If you turn to page two. Page two shows the
7 adjusted rate of return calculation. The upper
8 portion is the conpany's requested capital
9 structure, while the [ ower portion reveals the
10 adjustnment to capital structure using the updated
11 equity ratio of 68.11 percent to arrive at an RCE
12 of 9.49 percent, versus the 10. 88.
13 The updated ROE produces a rate of return of
14 8.26 percent, versus the 9.21 percent used by
15 staff. A difference of 95 basis points.
16 Page three and four of this handout show
17 adj ust nents necessary to apply the new RCE for
18 wat er and wastewater respectively.
19 Admttedly, the recalculation results in a
20 smal | adjustnent of 12,512 for water, and 4,366 for
21 wast ewat er. However, the changed circunstances
22 show that this is the right thing to do here.
23 The limted proceeding provision requires the
24 rate of return or weighted average cost of capital
25 to be addressed by the Conm ssion when it has been
Premier Reporting (850)894-0828 Reported by: Debbie Krick
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1 pl aced at issue, as it has been done in this
2 docket .
3 The plain | anguage of Rul e 25-30.455 does not
4 prohi bit or otherw se restrict the Comm ssion from
5 recal culating the ROE. And this rule sinply cannot
6 be construed to take away the Conmm ssion's broad
7 grant of authority provided by Section 367.0822.
8 Recal culating the RCE is a fair, just and
9 reasonable thing to do where there has been a known
10 and neasur abl e change. W request the Conm ssi on,
11 on its own notion, recal cul ate the RCE which
12 produces a new rate of return of 8.26 percent, and
13 find that the newy approved RCE applies to any
14 future proceedings of the utility, including but
15 not limted to price indexes, interimrates and
16 over ear ni ngs.
17 In the alternative, we would ask the
18 Conmm ssion use the | ast authorized rate of return
19 of 8.36 percent, in accordance with the limted
20 proceedi ng statute.
21 Thank you.
22 CHAl RVAN GRAHAM St aff.
23 MR, FRIEDVAN:. Could | address the legal --
24 CHAI RMVAN GRAHAM  Go ahead.
25 MR FRIEDVAN: | was just going to address the
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| egal issue on this, because | -- with all due
respect to Ms. Ponder, | don't think her
interpretation of 367.0822 is the sane as she's
trying to stretch it to nean.

Si nce you have always got to file, with every
limted proceeding, a rate of return schedule, this
statute doesn't nean anything if you take that
I nterpretation, because in every case there a rate
of return schedul e.

What this statute neans is if rate of
return -- if it's one of the issues that you raise
in your |limted proceedi ng, sonehow you raise the
rate of return as incorrect, we want to do a
limted proceeding to correct the rate of return on
equity. That's what that neans.

It can't nean the other thing, or every
rate -- or it would be an issue in every rate case.
So her legal interpretation is incorrect. The
staff is correct when they say that -- that what
OPC is requesting isn't in conpliance with the
statute or the rule.

| would al so point out the request that you
use this new RCE that they want you to cone up with
to apply to everything that Pluris does, there is

no |l egal authority for that. And as staff points
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out, the reason for ROE not to be taken into
consideration unless it is an issue in the case,

unl ess the conpany is trying to change the ROE, is
because you turn up -- you turn out with different
RCEs. You have got an RCE for this part of the
rate case. For the limted proceeding, for these
assets return, you have got one ROE, you have got a
separate RCE in connection with every other asset,
and every other issue in the general rate case that
they filed before.

| don't know how you do that. And that's why
the statute, in dealing with limted proceedi ngs,
says you only change the RCE if the RCE is the
issue. RCE is not an issue in this case. W
didn't raise it as an issue, and it can't be -- and
So it's not an issue.

An ROE schedule is always in alimted
proceedi ng because it's got to be there, but it
doesn't necessarily nean that the ROE is at issue.
And | think that Public Counsel's interpretation is
I ncorrect.

CHAI RMVAN GRAHAM  Thank you.

Staf f.

M5. PONDER: The statute --

CHAl RMAN GRAHAM St aff, coments?
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MR BUYS: Staff stands by its recommendati on.
We believe that the utility calculated it. That
the rate of return using the description described
in the rule, staff reviewed that cal cul ati on and
agrees that it was done in accordance with the
rul e.

W believe that the -- the conpany has nade an
equity infusion into their -- into their operation,
into their capital structure, which caused an
increase in the equity portion of the capital
structure.

The company, the Conm ssion and the staff used
a leverage formula in the prior rate case to
calculate the rate of return that was awarded in
the nost recent rate case of 8.36. W used the
equity ratio of 42.97 percent at the conpany's
request .

OPC is requesting that the Conmm ssion
essentially recal cul ate the conpany's ROE using a
new equity ratio that is basically presented in
their schedules for the limted proceedi ng based on
their nost recent 12-nonth peri od.

Typically, the Comm ssion, if you change a
return on equity, an authorized rate of return, the

conpany cones in in a full rate case, or PAArate
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case and there is opportunity for testinony. The
conpany can choose to either testify as to what the
appropriate ROE is, or they can choose to use the

| everage formul a.

So the scope of the proceeding should be nuch
greater to -- to allow everybody an opportunity to
weigh in on what is the appropriate ROE of the
conpany to go forth and set its rates going
forward

So staff doesn't believe that it's appropriate
to recalculate the RCE based on a -- a new equity
ratio that is currently in effect. The conpany
could essentially take -- renove the retained
earnings out of the capital structure and | ower
that equity ratio tonorrow, or when they -- they
pay dividends. So the equity ratio can change over
time based on the conpany's operations, and what
type of capital they want to use to fund their
oper ati ons.

CHAI RMAN GRAHAM  Thank you, M. Buys.

Ms. Banks.

M5. BANKS: Cheryl Banks on behal f of
Conmm ssion staff.

| would just also just reiterate that staff

doesn't believe it's appropriate to change the RCE
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in this proceeding, nor would it -- increasing it
or decreasing would be inappropriate. That's just
not the nethod we typically doinalimted

pr oceedi ng.

In this case, the return on equity in the
overall would be going down, but we would not -- |
nmean, based on the proposal. But if the situation
was reverse, and it was pushing the return on
equity up, we would not recomrend that either.

CHAI RMAN GRAHAM  Thank you.

Comm ssi oners, questions? Concerns?
Comment s?

Conmmi ssi oner Brown.

COMM SSI ONER BROMWN:  Thank you, M. Chairnman.
Just a few. | do want to follow back up with the
O fice of Public Counsel based on staff's
recomendat i on.

Do you have anything additional to add?

MR, WLLIS: Comm ssioners, Marshall WIIlis,
with the Ofice of Public Counsel, fornerly the
Director of Economc -- of Accounting and Fi nance
with the Public Service Comm ssion for 37 years.

| was instrunental in the drafting of this
rule, and | amhere today to tell you that the cost

to capital schedule was put in the rule primarily
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because of the |language in the statute. | ask that
you not confuse rate of return on equity with rate
of return. They are two separate distinct itens.
Rate of return on equity is just what you get
as a return on your equity dollars invested in
plant. The ROR, or rate of return, is your
wei ght ed average cost to capital, which is a return
on all the conponents of your capital structure.
One of the unique things that has happened
with this conpany since the last rate case filed in
2012, in which you issued an order in 2013, is the
utility has infused a | arge anount of equity inits
capital structure. The reason --

COMM SSI ONER BROMN:  Which it can rightfully

do.

MR, WLLIS: Wich they can right fully do.
No problemw th that at all. | have no probl em
wi th that.

The problem | do have is one of the reasons
why staff put that one schedule in the rule, is
that the | anguage tal ks about rate of return, not
about return on equity. | believe that the statute
basically required that when a conpany files a
limted proceeding, they should cone in and use

their last allowed ROR, which in this case is
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1 8. 36 percent.
2 We don't have a problemw th that. |If the
3 conpany wants to continue -- if the Conm ssion
4 wants to continue and not even address this issue,
5 that's fine.
6 COW SSI ONER BROMWN:  So you are saying just
7 ignore the equity infusion of the existing capital
8 structure of the conpany and just go back, because
9 it's a 12,000 difference of what O fice of Public
10 Counsel is offering, that we should go back to the
11 ROR fromthe 2013 rate case because that's where
12 the conpany is, but the current state of the
13 conpany has -- their debt is substantially |ess
14 than it was back in 2013.
15 MR WLLIS: Yes. And we are perfectly fine
16 with that, because if you | ook at the schedul es
17 that | produced, and we showed you here today, when
18 we recal cul ate using the exact sanme | everage
19 fornul a, because it hasn't changed since that tine
20 period, and you apply it to the new capital
21 structure of the conpany, it turns out with a
22 overall rate of return of 8.26 percent. That's
23 only 10 basis points apart. And that's the way the
24 equity | everage graph works, because the higher the
25 equity dollars you have in the conpany, the | ower
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it's going to produce on a return on equity.
That's why the overall rate of return isn't that
di fferent.

We are happy with the 10 point basis
difference in an ROR W put that -- well, when
was on staff, ny staff put that capital structure
inthe rule strictly for this very purpose. W
needed to | ook at a conpany when it canme in for a
filing for a limted proceeding to see if there was
any kind of material change in the capital
structure. And if there actually was, then that
needed to be identified and brought to you so that
sonet hi ng coul d be done about it.

COW SSI ONER BROMN:  Thank you.

M. Chairman, if | may just follow up a
guestion with staff?

CHAl RVAN GRAHAM  Sure.

COW SSI ONER BROWN: Ms. Banks -- where did
she go? M. Banks, O fice of Public Counsel raises
an interesting argunent with regard to such a mj or
change in circunstances. And obviously, the rule
doesn't specifically address a change in
ci rcunstances |i ke the deviation -- mmjor deviation
of a capital expenditure.

|s there any precedent for us here when there
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1 Is a change in circunstances in a limted
2 proceedi ng?
3 M5. BANKS: O her than the case that was noted
4 I n the recomendati on, no.
5 | also would Iike to note that this conpany is
6 earning a negative return at this tinme. And while
7 $12, 000 doesn't seemvery nuch, it coul d exacerbate
8 the program and nmay actually push theminto filing
9 anot her rate case. Just a side note.
10 COMWM SSI ONER BROMN:  No, thank you.
11 CHAI RMAN GRAHAM  Any further questions?
12 Conmmi ssi oner Brown, you ready for a notion?
13 COMWM SSI ONER BROMN:  No, sir. | have
14 guestions on quality of service, which aren't
15 addr essed.
16 CHAl RMAN GRAHAM  Ckay.
17 COMM SSI ONER BROMWN:  But if there are any --
18 ot her conm ssioners have questions on this issue,
19 then | wll just pause.
20 CHAI RMAN GRAHAM  Commi ssi oner Fay.
21 COMM SSI ONER FAY:  Thank you, M. Chair man.
22 And | guess -- M. Banks, kind of going back
23 and forth. | will drag you back up.
24 | guess the point of -- because |I think the
25 guestion of precedent is a good one. And the point
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that you were nmaking, that if -- if the data in
front of us showed a reconmmendation for an

I ncrease, that that -- that would not be a
recommendation fromstaff if that RCE was

I ncreased.

Can you address -- or maybe if OPC can
address. | don't know if you have an objection
goi ng that way, or if we have any precedent as far
as that's concerned?

M5. BANKS: No, sir, not to our know edge do
we have a precedent that we would ever cone in here
and say, we think you should | ower.

And the other point I think M. Friedman had
made that is difficult in this situation is you
truly woul d have two different cost of capital.
You have this on just a |imted proceedi ng piece,
and then the rest of the return -- the rest of the
capital structure and the assets would be on
another rate. That's difficult.

| don't -- | know they propose to do this
broadly to every -- all the assets. And | just --
| don't believe that's appropriate w thout having
it really litigated, and that is exactly the point
of why, when you are looking at a limted

proceedi ng, those kind of cost to capital issues
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are typically not -- not addressed because we are
usual ly | ooking at a very narrow scope, not
broadening up to the whole utility.

COW SSI ONER FAY: M. Chairman, could | ask
OPC to respond, please?

CHAl RVAN GRAHAM  Sure.

COMM SSI ONER FAY:  Thank you.

MR, WLLIS: Thank you very nmuch. | would be
happy to respond to that.

One, if the ROE is actually going up, a
conpany is going to be filing a rate case before
you to raise that rate of return on equity, because
that's dollars they are m ssing out on, they are
going to do that. Staff wouldn't be bringing that
to you. They would never see a limted proceedi ng
just for to do that purpose. That's going to be
done for a rate case.

The whol e purpose, as | described before in
putting this capital structure in here is so that
if there was a material change, it could be brought
to you. There was a material change here. The
mat eri al change was that the huge difference, the
58 percent increase in equity dollars in the
capital structure. That's a huge difference. And

as you can see, it produces a whole different ROR
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when you | ook at the bottomline and apply it with

the new -- with the current equity | everage

formula, which is exactly the sane one. It has
been the sane one since 2012. It hasn't changed at
all. You can see the difference it produces.

And that's why we are telling you that we
woul d be fully satisfied to stay with the 8.36 rate
of return that was produced in the |ast rate case
and authority by this comm ssion.

COW SSI ONER FAY: So you believe we would
only see an increase in a full rate proceedi ng?

MR WLLIS: Normally you would see a -- well,
you woul d see a conpany file for a rate increase to
capture not only that ROE, the higher ROE on just
this limted scope, they are mssing out on dollars
on the conplete plan. They are | ooking at an
entire investnent they have here. 1In this case,
it's well over $70 mllion. They would want to
file for a conplete rate case to get that ROE
return on the entire investnment of the conpany, not
just the small anmpbunt in this |limted proceeding.

COMM SSI ONER FAY:  Thank you.

MR, FRIEDVMAN. If | can just weigh in on that
I ssue that Conm ssioner Fay nentioned.

Yeah, there is an old adage in the | aw, bad
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faith -- bad facts nmake bad law. And | think that
what Public Counsel is trying to dois to --
because the result in this one, this issue, they
see as being so drastic that they want you to
basically change a policy that you had in the past,
and that | think you have al ways used, and | think
that's not -- not appropriate to do so just because
you may viewthis case a little differently. |

thi nk you have to the follow the precedence in
practicality.

As we nentioned, if you adopted the Public
Counsel's interpretation, then it would give you
separate ROEs for this set of assets than it would
for the rest of the assets. And let's presune they
file a rate case -- another limted proceedi ng next
year on another project, you may have three sets of
return on rate base.

| nmean, | don't know how you manage that in
the first place, but | think that's the reason that
this tal ks about -- the statute says, unless you
put rate of return at issue. That neans it's going
to apply to every -- every asset that the conpany
owns, is what that -- what that statute neans.
That's the issue. Then it apply to everything.

If it's not an issue, then the new rate of
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return only applies to this set of -- this set.

And | don't think that you can -- you can nmnage
that. And | think it shows that the interpretation
that Public Counsel has of that particular statute
Is wong, because it can't work that way.

CHAl RVAN GRAHAM M. W I s.

MR WLLIS: Comm ssioners, the sinplest thing
here to do is to do exactly what the statute says
and use the 8.36 fromthe last rate case and bring
it forward.

| would admt to you, you know, we didn't --
we didn't wite the statute. The Legislature wote
the statute. The statute is very confusing when it
tries to use rate of return, but it does use rate
of return.

If you go to a rate case statute, they don't
tal k about rate of return. They tal k about return
on equity. Limted -- the interimstatute tal ks
about return on equity, not to be confused with
this one.

This is the one statute that cane out and
strictly ties you to using the ROR  And the | ast
aut hori zed ROR that you produced was 8.36. W are
happy with that. 8.36 is fine --

CHAl RVAN GRAHAM  Ms. Crawf or d.
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MR WLLIS: -- let's stick wth it.

M5. CRAWFCORD: As far as the RORE, | am goi ng
to let staff take that up. | do want to just
enphasi ze ny agreenent with what M. Friedman has
said about the statute in terns of if it's not --
that the RO-- that the rate of return is not
specifically addressed in a proceedi ng that the
Conmm ssion shall not address rates in effect.

| conpletely agree that that has been a
consistent interpretation of the Comm ssion. To
the extent Aloha is an outlier, it's an outlier.
And for the reasons that are discussed in the staff
recommendation, | agree that that should not have
precedential value in this instance. But as far as
the specific point M. WIlIls is trying to neke,
wWith respect to the 8.36 percent, | think staff is
in a better position than | to address that.

CHAl RMVAN GRAHAM M. Pol mann.

COMWM SSI ONER POLMANN:  Thank you, M.
Chai r man.

A couple of -- a couple of observations here.

| note we don't have any tine limt on this,
which is a doubl e-edged sword, because a limted
proceeding, | think the intent was that these be

qui cker, and it seens that this one is not. So
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in-- in a real sense, we could take forever doing
this, and of course we don't want to go there.

But | have heard issues of precedent and
practicality, | think the issue of nultiple RCOEs is
a real substantive issue, because | think that's
probl ematic for many of us. But | also think that
because of the interpretation of statute versus
rule, the difference of the use in ROE and ROR has
uni nt ended consequences.

Interpreting statute is always a chal |l enge,
and -- because we don't have precedent. And M.

Fri edman referenced policy. That issue of policy
versus rul e has been raised before.

So | ooking at the General Counsel's Ofice, it
causes ne to wonder if we have, | don't want to say
a problem but an issue in rule | anguage that we
may not have seen before, but do would we have
uni nt ended consequence of rule | anguage that we are
struggling with that we may not have stunbled wth
previously that we could nmake a decision in this
particul ar docket and nove forward? And it could
be because the dollar issue here is not
significant, and we want to nove this issue
forward. W don't want this limted proceeding to

just stall, but then to revisit our rules in a way
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1 that will clarify what do next tine.
2 | am just asking that question, but it nmay
3 al so be a suggestion on how to nove this forward.
4 So if you want to comrent on that, please.
5 M5. CRAWFORD: Certainly.
6 One coment | do agree with that has been made
7 previously, is we do point out that the rule, that
8 the section that's been discussed -- | believe it's
9 subsection (e) -- is a filing requirenent. And I
10 don't believe it is in conflict with the statute
11 itself.
12 As has been also noted, the statute is fairly
13 broad, and it does give the Commi ssion authority to
14 act on its own notion. But in this case, | don't
15 believe | egal or technical staff see facts in --
16 before us that would lead us to believe that the
17 rule and the statute can't be read in harnony as
18 has been done historically.
19 So | personally don't believe that there is a
20 conflict in the rule, that it can be read in
21 harnony with the statute and we can proceed. |
22 al so note that the case would -- the order would
23 Issue is PAA so if soneone feels strongly enough
24 about the issue, they could certainly protest, and
25 we coul d nove things al ong.
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COMM SSI ONER POLMANN: M. Chairman, | woul d
nove staff recommendati on

CHAI RVAN GRAHAM M. Buys.

Ckay. We got a notion to nove the staff rec
and a second.

Any further discussion?

Conmm ssi oner Brown, you had anot her questi on.

COMM SSI ONER BROMN: | did. And | appreciate
you bringing your glass award. |It's very pretty
here today.

You tal k about the wonderful quality of the
product that you have. And | am so happy that you
are here, too, because we have been receiving a | ot
of custoner letters. A lot of emails regarding
quality. And one thing that | notice in the
recommendation, since it is a limted proceeding,
it didn't really delve into the quality of service
i ssues like we would nornmally see in a rate case
proceeding, in a full.

| just would like to hear a little bit about
sone feedback about sonme of those witten comments.
Have you had an opportunity to reviewit? | wanted
to see if sone of these projects that are being
I npl ement ed woul d address sone of those quality of

service issues, which they really -- | nean, the
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neter readi ng doesn't -- may be, but sonme of the
wat er softener may be addressing sone of those

I ssues, but we are getting a | ot of conplaints from
t he custoners.

| was surprised Ofice of Public Counsel
didn't raise it nore here to us, and so if you
could just provide us sone --

MR, GALLARDA: Yes, ma'am | woul d be happy
to.

When we acquired the utility back in 2010, we
probably weren't as -- we were probably naive with
regards to the water quality in the Central Florida
aquifer. And although I ama native from Los
Angeles, | live in Dallas now And the two | argest
states that had cattle in this country, and |
didn't realize that Florida was |arger than Texas
at one point of tine. So we have el evated | evels
of nitrogen and nitrites that are just decades of
that in the Central Florida region. And so we --
so gane on. So we knew we had to address water
quality.

In part, | think that even as | sit here
today, that we live with the |legacy of prior to
2010. And the unfortunate thing is the cost. W

didn't create the water quality in the aquifer, but
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we are -- we are certainly responsible ensuring
that we neet both the FDEP and the EPA primary and
secondary treatnment. So off to the races we went.

The other problemin the central region is
hard water. So 13 grains per gallon is not -- to
16 is not unusual within the water source within
that area. So there were attenpts to have water
softeners out there that the --

We are conprised of engineers. | amnot a
financial guy. | hire guys to do that. And so we
knew that we had to neet the primary drinking water
standards, and we had to neet the secondary
down-t hrough ti ne.

And so we also believe it's inportant to neet
the conplaints that we were net with as soon as we
acquired it with regards to you couldn't wash
t hi ngs because the water was so hard that cal ci um
deposits were ending up on their glassware, their
cars. And we got lots of conplaints on that.

So over tinme, and recently, as of this |ast
year, we brought in and exchanged comercial grade
wat er softeners. And we treat the water down from
13 grains per gallon, down to about
three-and-a-half, which is not quite soft, but it's

pretty close to soft. And we still have people
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conpl aining that we have hard water, and there
iIs -- there is just nothing | can say about that.
W let the lab results do as they say.

The -- so | am convinced we are delivering
soft water. And so we even sent out notices to
all, and we notice all of our custoners whenever we
wi n sonet hing or we change sonething. So one of
the things that we said was if you have a water
sof tener at your honme, you don't need to have a
wat er softener at your hone. You are probably
spending $25 a nonth in salt that you don't need to
be spendi ng, because we tread the water down to the
soft. A vast majority of people didn't have water
softeners. So we addressed the watter softening.

The second condition that surfaced was the
I ssue of disinfectant byproducts. So both the
total trihal onethanes, TTHMs, and the hal oacetic
acids, and there is five of them the HAS5s, those
were of concern. And that's a challenge that every
utility that's in the state of Florida, and in ny
home state out in Los Angel es, because chlorine has
been used historically as the principal
di sinfectant since the early 1900s.

And so we started -- we started having -- we

were never not out of conpliance after we cane in
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and nodified the existing plant to address TTHWs,

al beit they were out of conpliance, the prior
owners. And the object is you have to go four
quarters in a year with a trailing average. So
every quarter you sanple for disinfectant
byproducts. And after the fourth quarter, if --
for TTHVs, that nunber is bigger than 80 m crograns
per liter, 80 PPM or that hal oacetic acid is
greater than 60, then you have -- then you are out
of control.

COMM SSI ONER BROMN:  You are tal king
Comm ssi oner Pol mann's | anguage now, okay. It's --
whoa, whoa, whoa.

MR, GALLARDA: Just think of it as 80 and 60.
You have go to be bel ow those nunbers. Well, the
TTHM had started creeping up on us over tine. And
even Kinmey-Horn, our third-party consultants, when
we were discussing this, and even -- we even
wei ghed in, when we had the issue, with Dr. David
Durancio (ph), with regard to TTHM Because |I'm
serious about water quality --

COMM SSI ONER BROMN:  So is that cash infusion
that the conpany did after the last rate case, is
that a result of these proforma projects here?

MR, GALLARDA: No. No. Part of it -- part of
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1 It has been, but -- but no. But let nme continue
2 just on the TTHM
3 So the TTHM started creepi ng up, and as they
4 creeped up, suddenly we had conplaints conmng in
5 that were -- were -- were causing people to get
6 cancer as a result of the EPA Stage 2 nunbers of 80
7 and 60.
8 So we cane in, and just as of March of 2016,
9 we entered into an agreenent with the DEP to try a
10 pilot study that would replace chlorine with
11 chl ori ne di oxide, and we went 12 nonths. And it
12 was -- it was a success. Not only are we bel ow t he
13 nunbers, for the last four quarters of this |ast
14 year, we have been non-detect for TTHMVs.
15 COMM SSI ONER BROMWN: Ckay. Thank you.
16 MR, GALLARDA: Ckay. SO -- sO -- SO --
17 COMWM SSI ONER BROMWN:  All right. Al right. |
18 appreciate all of this.
19 To answer ny question, though, regarding
20 quality of service, it sounds |like you are really
21 trying to i nprove the product through -- whether
22 it's through this pilot project wth DEP or
23 what not, the water softener investnent. It just --
24 you know, as a conm ssioner sitting back here and
25 getting conplaints fromyour custoners, | nean,
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1 there is only so nuch we can do. And really, |

2 mean tal ki ng about conmmuni cation with yours

3 custoners, and seeing how you can address their

4 concerns would -- woul d hel p.

5 MR, GALLARDA: And, Conmmi ssioner Brown, we

6 have invited literally through, not just website,

7 but in mailers. W send out mailers -- we got a

8 conpl aint about our first place award this | ast

9 week, you know, by 12 people. And -- but we -- but
10 we went -- and by the way, that's done as a blind
11 test with all of the utilities and the nedi a.

12 COMM SSI ONER BROMN: Ckay. Thank you so nuch
13 for all of that.

14 MR, GALLARDA: Just one last thing, and | wll
15 try to -- and | wll try to -- thisis ny only tine
16 | get to talk.

17 COW SSI ONER BROMN:  You are very passionate
18 and | can respect that.

19 MR, GALLARDA: One last thing.

20 COMM SSI ONER BROMN:  Qur Chairman i s ki cking
21 me over here.

22 MR, GALLARDA: G ve ne just a quick question.
23 SO -- so we've invited --

24 CHAl RVAN GRAHAM I f you say too nuch, it may
25 go the wong way.
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1 MR, GALLARDA: So we've invited all of our
2 custoners to cone in for --
3 CHAl RVAN GRAHAM M. Fri edman.
4 MR, GALLARDA: -- a blind taste test. W
5 invited themto cone into our plant to do a taste
6 test. W've only had four, and actually a fifth
7 one was a PSC staff nmenber that, out of the six
8 bottles that one was bottled water and one was
9 Zephyrhills --
10 COMM SSI ONER BROMN:  All right. Thank you so
11 much.
12 MR. GALLARDA: Ckay.
13 COMM SSI ONER BROMN: | appreci ate that.
14 MR, GALLARDA: W work really hard --
15 COMWM SSI ONER BROMWN: M. Chai rman, thank you.
16 CHAI RMAN GRAHAM W are going to table this
17 pretty soon.
18 Conmmi ssi oner Brown.
19 COMM SSI ONER BROMWN: | will defer to the other
20 conmm ssioners on this.
21 CHAI RMVAN GRAHAM  Conmi ssi oner O ark.
22 COMW SSI ONER CLARK: M. Chairman, do we have
23 the option of deferring this for 30 days --
24 CHAl RVAN GRAHAM  Sure.
25 COMM SSI ONER CLARK:  -- to do sone nore
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evaluation tine? | know that nay not be to
everyone's |iking, but there's been sone
interesting facts that have been brought up today,
and I -- we went through this during, even during
Comm ssion briefings. | didn't get the | evel of
interest or information that | have got today.

| personally would like to do a little nore
homework. So | would throw that out there, and |
woul d nove postponenment to our next neeting, if
that's entertai nable by the Comm ssi on.

MR, FRIEDVAN. Could | point out this has been
pendi ng since July? And -- and if you -- | think
that, although there is no statutory deadline on --
or rule deadline on limted proceedi ngs, even
though | tried to get you to include one when you
did your | ast rul e-nmaking, you know, it just, the
del ay di scourages limted proceedings.

You can file a full rate case -- they could
have filed a full rate case and been done by now.
And | think that defeats the purpose of trying to
encourage limted proceedings. And so | would -- |
woul d just caution you to be careful about -- about
nonchal antly saying we don't have a deadline, so
let's -- let's punt it.

COW SSI ONER POLMANN: M. Friedman, we have
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di scussed that internally. W are very concerned
about that. W acknow edge that. And | went to
the custoner service hearing. | amfully aware of
the problens in the community.

This is a difficult project, and we are
wor ki ng hard on this. | understand what you j ust
said. Staff is concerned about the delay. The
Comm ssion is concerned about the delay. You heard

a lot of discussion here today. W are worKking

hard on this. | think the Comm ssioners are asking
for nore tine. | appreciate your comments. |
really do. | understand.

CHAl RVAN GRAHAM  Ckay. W are going to defer
this one to our next regular agenda, and let's nove
on to Item No. 13.

MR. FRI EDMAN:.  Conmmi ssioners, | nean, if --
M. Gallarda has said he is willing to take the
negative $16,000 just to get it done and over with
if that -- if that ends it and not having to cone
back here again if that's the issues that you are
concerned wth.

CHAl RVAN GRAHAM No. W are just going to
defer it.

(Agenda item concl uded.)
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(1) Upon petition or by its own motion, the COMMISS LI ey wurmuaen ool
proceedings to consider, and act upon, any matter within its jurisdiction, including any
matter the resolution of which requires a utility to adjust its rates. The commission shall
determine the issues to be considered during such a proceeding and may grant or deny
any request to expand the scope of the proceeding to include other related matters.
However, unless the issue of rate of return is specifically addressed in the limited
proceeding, the commission shall not adjust rates if the effect of the adjustment would
be to change the last authorized rate of return.

(2) An application for a limited proceeding must be accompanied by a fee as provided
by s. 367.145.
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