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1 PROCEEDI NGS
2 CHAI RVAN CLARK: Good norning. | would Iike
3 to wel cone everyone to this Tuesday, August 18th,
4 Agenda Conference, and al so a Special Agenda
5 Conference that will be held imediately foll ow ng
6 this one.
7 And at this tine, before we begin our neeting,
8 | am going to ask Conm ssioner Gaham if he would,
9 to give our invocation this norning, and | wll
10 | ead us in the Pl edge of Allegiance.
11 Conmi ssi oner G aham
12 (I'nvocation and Pl edge of All egi ance.)
13 CHAI RMAN CLARK: Thank you. You may be
14 seat ed.
15 Al right. W will call this neeting to
16 order. Itens No. 1, 5 6 and 7 are on the nove
17 staff list. Staff has also inforned ne that, at
18 Comm ssi oner Pol mann's request, we are going to
19 defer ItemMNo. 3, if that's in agreenent with
20 everyone, which |eaves us Itens No. 2 and 4 that
21 will be noved to the end for discussion.
22 Are there any other itens that any
23 Conmm ssioner would |ike to have taken off the nove
24 staff list?
25 Al right. If not, I will entertain a notion
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1 to approve the nove staff itens.

2 COW SSI ONER BROAWN: M. Chairman, | woul d

3 nove to approve all of the staff recommendati ons on
4 Items 1, 5, 6 and 7.

5 COMM SSI ONER GRAHAM | will second.

6 CHAI RMAN CLARK: | have a notion and a second
7 to approve all the itens on the Consent Agenda.

8 Any di scussi on?

9 Al those in favor, please say aye.

10 (Chorus of ayes.)

11 MR, REHW NKEL: Chairman -- Chairnman d arKk.
12 CHAI RVAN CLARK: Yes, sir.

13 MR. REHW NKEL: This is Charles Rehw nkel. |
14 had i nfornmed staff that | wanted to speak on Itens
15 5 and 6.

16 CHAl RVAN CLARK: Ckay. M apologies, M.

17 Rehwi nkel . | did not get that nmessage. We will --
18 we will hold the vote and give you --

19 MR. REHW NKEL: | apol ogi ze for being slow on
20 the trigger while you were -- | apol ogi ze.

21 CHAI RMAN CLARK: No probl em

22 Go ahead, M. Rehwinkel. W wll hold -- we
23 wi || have your comments before we take -- we call
24 for the vote.

25 M. Rehw nkel, are you there?
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1 MR. REHW NKEL: Yes. | -- 1 didn't knowif we
2 were going to go back into -- into the order, but |
3 wll -- 1 wll give you ny cooments on both St.
4 Janes and CGulf Coast together.
5 CHAI RMAN CLARK:  Ckay.
6 MR, REHW NKEL: On behalf of the custoners, |
7 am here to confirmthat OPC nmai ntains our
8 continuing objection to the Commission's failure to
9 recogni ze the unantici pated and unexpected cost
10 reductions that resulted fromthe 2017 Tax Cuts and
11 Jobs Act, which was passed under circunstances
12 conpletely outside the control of the conpanies.
13 Whil e we object to the Conm ssion's policy of
14 not returning tax savings unless a conpany is
15 overearning, we are not here today to tilt at
16 windmlls, | amnot here really to object to the
17 staff's recommendati on. Their recommendation is
18 fully consistent -- and that is an inportant
19 word -- with your |ong-established policy
20 regardl ess of our views about it being
21 ill-conceived. It is the policy that is wong,
22 regardl ess, consistency should prevail.
23 So you may ask why am | here, and why is the
24 Ofice taking the tine to speak on this issue?
25 Well, the answer is that this policy is being
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1 applied unevenly. It is being applied in an
2 arbitrary manner. It is being applied
3 asymmetrically when it cones to another conparabl e
4 and equal ly unantici pated set of cost reduction --
5 costs al so mani fested outside the control of the
6 conpany.
7 We contend that the conmpany needs to
8 understand that this asymretry gives rise to an
9 appel l ate argunent routed in unfairness. On one
10 hand, in creating regulatory assets, you are
11 arbitrarily and capriciously giving the conpanies a
12 benefit that you did not symetrically and
13 consistently extend to the custoners in allow ng
14 W t hout settlenent agreenents to keep the tax
15 savings if they are not overearning.
16 On the other hand, for costs that are
17 simlarly unanticipated and outsi de the conpany's
18 control, you are providing deferral with an
19 assurance of future cost recovery to conpani es who
20 have not been determ ned to be underearning. You
21 contend that actual cost recovery will not incur
22 until after you have conducted or provided an
23 opportunity for a Section 120.57 heari ng.
24 Nonet hel ess, because the assurance of future cost
25 recovery is a required elenent for establishing the
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1 deferral nmechanism or regulatory asset in the
2 first instance, nost, if not all, of the costs
3 deferred are likely to be recovered fromthe
4 pockets of custoners.
5 Conmmi ssioners, this is not fair. The
6 custonmers ride in steerage class while the
7 conpani es and their shareholders enjoy first class
8 state roons. This is the classic heads you | ose,
9 tails | win situation. Your unwitten and
10 i nconsistently applied tax windfall and deferred
11 asset authorization policies are stacked agai nst
12 t he custoners, and these two dockets illustrate it
13 I n contrast.
14 The policy reeks of unfairness because of the
15 | ack of a two-way street. |If you are not going to
16 hol d hearings in advance of allow ng deferral of
17 the debits without regard to earnings, then we
18 contend you have a noral if not a | egal obligation
19 to forbear here and return the tax savings, or
20 perhaps revisit those rulings that applied an
21 earnings test with an opportunity for hearing to
22 your treatnent of the tax savings credits.
23 O herwi se, to be consistent in application of this
24 policy and cases that are anal ogous to these
25 dockets, tax savings determ nations, but in a
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



1 mrror inmage situation, you should conducted a
2 heari ng, and then based on the outcone of the
3 heari ng, you should symmetrically and consistently
4 apply an earnings test to any recognition of
5 unantici pated costs that are al so considered any
6 unanti ci pated associ ated cost savi ngs.
7 Per haps under these circunstances, symetri cal
8 rate- maki ng treatnment could be applied in the form
9 of allowing the creation of regulatory asset.
10 The custoners deserve the rudinents of
11 fai rness and consistency. Rate-nmaking really is
12 about fair recognition above the debits and
13 credits, and not just the selectively chosen
14 debi t s.
15 Conmi ssioners, | make these comments because |
16 amillustrating that this docket is -- is being
17 deci ded inconsistently with other dockets based on
18 anal ogous set of facts.
19 Thank you.
20 CHAI RMAN CLARK:  Thank you, M. Rehw nkel .
21 Commi ssi oners, any di scussi on?
22 Conmmi ssi oner Brown.
23 COMM SSI ONER BROMN:  Thank you.
24 So readi ng these dockets, it was clear to ne,
25 quite frankly, that these utilities -- these water
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1 utilities are significantly earning below their

2 rate of return, and obviating the need to have a

3 full blown rate case, staff is recommending a

4 prudent course of action.

5 But | do want to hear fromstaff regarding M.

6 Rehwi nkel 's comments, which definitely surprised

7 me. |t appears that he doesn't object to the

8 actual dockets itself, correct -- or to staff

9 recommendati on on these two itens. He just objects
10 to the different treatnents of the tax savings as a
11 result of the Tax and Jobs Act, so could | -- could
12 we here fromstaff on this?

13 CHAI RMAN CLARK: M. Futrell

14 MR, FUTRELL: Comm ssioner Brown, this is Mrk
15 Futrell. | wll take a shot, and perhaps M.

16 Maurey or M. G cchetti my want to -- want to

17 fol | ow up.

18 Certainly we understand -- | hear M.

19 Rehwi nkel 's argunents that go to a gl obal

20 perspective of not only these tax issues but al so
21 regul atory asset issues, one of which is comng up
22 before you in Item4, and it's previously been

23 dealt with for -- for Gulf Power Conpany and their
24 filings pertaining to that decision by the

25 Comm ssion that will be brought before you in the
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1 com ng weeks and -- and be resol ved.
2 So | understand what the -- the larger issues
3 he is touching upon, but | think sonme of these
4 t hi ngs are dependent upon additional decisions that
5 are com ng before the Conm ssion, again in ltem4,
6 and also in the future.
7 COW SSI ONER BROMWN:  Thank you, M. Futrell.
8 And, M. Chairman, | have no problemwth the
9 staff recommendati on on these two itens, and |
10 still stand by the notion.
11 CHAI RMAN CLARK:  Thank you, Commi ssi oner
12 Br own.
13 Conmm ssi oner Pol mann.
14 COW SSI ONER PCLMANN: M. Chai rman, nmay we
15 have, if there is, any further elaboration on
16 Conmm ssioner Brown's request? D d -- did staff
17 have anything to add that M. Futrell suggested? |
18 just wanted to close that if other staff had
19 anything to add to that, | just wanted to nake sure
20 we -- we fully answered that question.
21 MR, FUTRELL: Does M. Maurey have anything to
22 of fer?
23 MR, MAUREY: Conmm ssioner Polmann, this is
24 Andrew Maurey. Good norni ng.
25 No, we agree with -- with what M. Futrell
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10

1 said. It appears to be a discussion of regulatory
2 assets on a macro basis.
3 COMM SSI ONER POLMANN:  Ckay, thank you.
4 M. Chairman, to M. Rehw nkel's comments,
5 | -- | appreciate the Ofice of Public Counse
6 bringing forth the -- the concern for equity and
7 consistency. | want to honor that. | -- | believe
8 that is an ongoi ng concern for this conm ssion, and
9 | am thankful that he, on behalf of OPC, continues
10 toraise it. That is a challenge for this
11 comm ssion, and | don't discount that in any way.
12 | am concerned, however, regarding his
13 question, or -- or his bringing into the assertion,
14 if you wll, |I believe what he -- what his remark
15 suggested is sonme assurance to the utilities, and
16 it concerns the regulatory asset for an assurance
17 to utilities for future recovery that we may be
18 provi di ng, he seened rat her unhappy about --
19 (inaudible) -- in a subsequent itemhere, that's
20 fine, but if staff has a comment, | don't believe
21 that's what we are doing, or what we have done, M.
22 Chairman. | just want to respond to that. | don't
23 understand that that's the case. So if there is a
24 response that's necessary on the record, | would
25 like to hear it. | just wanted to make t hat
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11

1 coment, because that is not ny understanding. |

2 don't believe that's true.

3 That's all | wanted to say about that, but if

4 staff has anything else to add, | certainly would

5 like to hear it.

6 Thank you, M. Chairman.

7 CHAI RMAN CLARK:  Thank you, Conm ssi oner

8 Pol mann.

9 M. Futrell.

10 MR FRIEDVAN. M. Chairman, this is Marty

11 Friedman. | amthe attorney for Gold Coast, can |
12 just make one observation?

13 CHAI RMAN CLARK:  Yes, M. Friedman.

14 MR. FRI EDVAN:  Yeah, | would just point out,
15 at least as to Gold Coast, there is | ess than

16 $2,000 in income tax expense included in the

17 revenue requirenment for this conpany. So | don't
18 know how that could be anything significant in

19 the -- in the realistic outcone of -- of this tax
20 docket .

21 CHAI RMAN CLARK: | think that OPC was sayi ng
22 they did not have a specific problemw th these

23 Issues. It was the overall way that the tax -- the
24 Tax and Jobs Act was being applied as a regulatory
25 asset. | think that's kind of a different issue.
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12

1 M. Futrell, do you want to address that?
2 MR FUTRELL: | would just suggest,
3 Comm ssi oner Pol mann, | think sonme of his questions
4 are -- are right on the noney, appropriate for Item
5 4 that will be com ng up before the Conm ssi on.
6 And again, | think that's the place where sone of
7 these | arger considerations can be -- can be
8 brought up. | amsure OPC will be bringing up sone
9 of these sane argunents in that item

10 CHAI RMAN CLARK: Ckay. \Very good.

11 Commi ssi oners, any ot her questions or

12 di scussi on?

13 Al right. On the notion, all in favor say

14 aye.

15 (Chorus of ayes.)

16 CHAI RVAN CLARK: Opposed?

17 (No response.)

18 CHAI RMAN CLARK: Al right. The notion is

19 adopt ed.

20 (Agenda item concl uded.)

21

22

23

24

25
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6 certify that the foregoi ng proceeding was heard at the
7 time and place herein stated.
8 | T 1S FURTHER CERTI FI ED t hat |
9 stenographically reported the said proceedings; that the
10 sane has been transcribed under ny direct supervision;
11 and that this transcript constitutes a true
12 transcription of ny notes of said proceedi ngs.
13 | FURTHER CERTIFY that | amnot a relative,
14  enpl oyee, attorney or counsel of any of the parties, nor
15 aml a relative or enployee of any of the parties'
16 attorney or counsel connected with the action, nor am!|
17 financially interested in the action.
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