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PROCEEDI NGS

CHAl RVAN GRAHAM  Ckay, we are down to the
| ast item on our agenda, Item No. 10.

MR, SIBLEY: Good norning. | am Matthew
Si bl ey speaki ng on behal f of Comm ssion staff.

Item No. 10 addresses FI MC H deaway,

I ncorporated's, application for a staff-assisted
rate case in Levy County. The utility is a Cass C
utility providing water and wastewater service to
approximately 197 custoners. The utility is
conprised of two systens with separate rates for
each system The systens were interconnected in
April of 2013.

Staff is recomendi ng a revenue increase of
15.10 percent for water and 9.79 percent for
wast ewater due to the utility's increasing
operati ng expenses.

In addition, staff is recomendi ng
consolidated service rates as well as margina
quality of service, a neter installation charge and
di sconti nuance of all service availability charges.

As part of staff's recomrendation that the
utility's quality of service be designated
margi nal, staff is recommending that the utility

file its next primary and secondary tests with the
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Conmm ssion. These tests are anticipated to occur
I n August of this year.

There has been custoner contact and staff
reduced flied to all relevant docket
correspondence.

OPC is present and would like to address Item
No. 10.

Staff is prepared to answer any questions at
this tine.

CHAI RMAN GRAHAM  Thank you, staff.

OPC.

M5. PONDER: Thank you, M. Chairnan,

Comm ssioners. | would like to address just a few
coment s.

On quality of service, as stated, staff is
expecting the test results in August for the next
testing cycle, and OPC request the docket be left
open until the quality of service issue is fully
addressed. Specifically, we request staff file a
report or recomrendation followng its review of
the testing results indicating its assessnent of
whet her or not inprovenents in the water quality
have been achi eved.

Regarding Issue 3, land and | and rights, OPC

does not disagree wth the adjustnent to renove
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| and associated with the deconmm ssioned water and
wast ewat er plants fromrate base. However, since
the custonmers have been providing a return on these
properties while included in rate base, OPC
contends any gain on a future sale nust be used to
| oner rates by anortizing the proportion gain back
to the custoners.

OPC requests the utility be required to notify
t he Conm ssion of any future sale, transfer or
reassi gnnent of the properties within 60 days of
any such transacti on.

In OPC s letter of January 24, 2018, to staff,
we noted the payroll tax proforma adjustnent in the
staff report was double the amount that is required
by the IRS effectively proposing rates be set based
on a payroll tax rate of 15.3 percent. The
reconmendati on does not address this comment, nor
does it identify |oading factors, or give any other
factual basis that would necessitate or support the
doubling of the IRS required payroll tax rate of
7. 65 percent.

Because there is no basis for the
recommendati on, OPC requests this error be
corrected such that the payroll tax rate of 7.65

percent that is specified by the IRSis utilized,
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1 t hereby reduci ng payroll taxes by 998 for water and

2 1,068 for wastewater. Alternatively, we would

3 request an explanation for applying a rate that is

4 twce the tax rate required by the IRS for payroll

3) t axes.

6 Lastly, just a brief comment regarding the use

7 of the operating ratio nmethodology. This is |Issue

8 7.

9 As sone of you may recall, M. Rehw nkel first
10 addressed the Conm ssion regarding the use of the
11 oper ati ng net hodol ogy as bei ng an i nproper
12 application of an unadopted rule during the
13 February 7 Agenda Conference in 2017 -- excuse ne.
14 Fol | owi ng that comment, staff commenced rule
15 devel opnent publishing a notice of devel opnment of
16 rul e- maki ng on Novenber 29, 2017. An infornal
17 neeti ng was hel d Decenber 14th, 2017. However, we
18 are not aware of any further rule devel opnent
19 activities that have occurred, nor have the notice
20 of proposed rul e been published pursuant to
21 120.543(a) Florida Statutes.

22 Therefore, while we are appreciative of the

23 efforts that were taken from si x nonths ago, those

24 efforts seemto have stalled, and the Comm ssion is

25 continuing to base agency action that determ nes
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1 the substantial interest of a party on an unadopted
2 rule in contravention to Section 120.571(e) (1)
3 Fl ori da Stat utes.
4 Agai n, we ask that you proceed expeditiously
5 to adopt appropriate rules wth respect to the
6 operating ratio nethodol ogy to avoi d unnecessary
7 litigation.
8 Thank you.
9 CHAI RMVAN GRAHAM  Thank you.
10 Staff -- actually, the first one was a concern
11 that | had about the quality issue.
12 W said that they are going to report back to
13 us when they do their next primary and secondary
14 wat er standards in August 2018. M question is,
15 what nechani sm do we have in place when that report
16 comes back in for us to react to it and it not sit
17 on sonebody's desk?
18 M5. DUVAL: Yes. Margo DuvVal with Conmi ssion
19 staff.
20 | think -- and also to respond to OPC. |
21 don't think that staff is necessarily opposed to
22 keepi ng the docket open for those results to be
23 filed in the docket, because any effects of
24 what ever the results are probably woul dn't be
25 handl ed within the SARC docket. | think that's why
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we had contenpl ated cl osing the docket as usual,
and then just followng up as the results cane in.

W have prepared a -- not an alternative
recommendation, but just to build upon the tineline
for the results to cone in. Staff would reconmend
that the test results be filed no later than
Novenber 1st of this year. And at that tine, we
woul d hope that the utility would work with the
OPC, and also the custonmers as well, and we woul d
anticipate followng up on the progress by
March 1st of 2019.

CHAl RVAN GRAHAM  Back up, you lost nme. They
are going to give us the results by Novenber 1st?

M5. DUVAL: | amsorry, that was what staff
woul d suggest, if we wanted a harder deadli ne,

I nstead of | eaving the docket open.

CHAIl RVAN GCRAHAM  But if we left the docket
open -- either way you could | eave the docket open,
correct --

M5. DUVAL: Correct.

CHAl RVAN GRAHAM  -- and request the data by
Novenber 1st? And if it's -- if they pass both the
primary and secondary standards, then what happens?

M5. DUVAL: If the utility nmeets the primary

and secondary standards, at that point, upon
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1 staff's of the results, then no further action

2 woul d be needed and | believe we could just close
3 t he docket out with a neno.
4 CHAI RMVAN GRAHAM  So administratively we w |
5 just close the docket out?
6 MS. DUVAL: Yes.
7 CHAl RVAN GRAHAM  Now, if it does not pass
8 primary or secondary standards, then what happens?
9 M5. DUVAL: If the utility were not to pass,
10 we could still keep the docket open, but what staff
11 was anticipating would be that we would work with
12 the utility to encourage themto work wth OPC and
13 meet with their custonmers to reach sonme sort of
14 resolution for the secondary water quality issues
15 where -- whatever is identified in the test
16 results, and then staff would ask the utility to
17 report back to us by March 1st of 2019. And at
18 that point, we would reevaluate the situation and
19 see if any further action would be needed.
20 CHAI RMVAN GRAHAM  So Novenber 1st, we have to
21 have the test by. |If they are not successful, then
22 March 1st, we have to have sonme sort of resolution
23 pr oposed?
24 M5. DUVAL: Correct.
25 CHAI RMVAN GRAHAM  And now do we bring that
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1 back before the Conmm ssion here with the proposed

2 resol uti on, or what happens at that point,

3 March 1st?

4 M5. DUVAL: W could bring it back to the

5 Comm ssion if you would like. [If, at that point,

6 It appears to staff that a resolution is on the

7 hori zon, we could just allow the utility further

8 time to work with OPC and their custoners. And if

9 you would li ke for staff to bring those results

10 back to you, we can. W can put themin the docket
11 file. If it appears that the solution is not on

12 the horizon, then we can explore further options.
13 CHAI RVAN GRAHAM | think the idea, if they

14 are successful Novenber 1st, staff would just close
15 the docket. If they are not successful, then staff
16 woul d bring sonething back before us March 1st to
17 informus, and we can give it a thunbs up or thunbs
18 down and deal with the closing of the docket at

19 t hat point.

20 V5. DUVAL: (Kkay.

21 CHAI RMAN GRAHAM  That was the first one. The
22 second one was |Issue No. 3, when OPC tal ked about
23 the land sale. Any comments on that?

24 MR BROWMN: | think staff is a agreeable to

25 that, Chairman. | believe that's simlar to what's
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been done in other dockets here before the
Comm ssion. | amthinking back to W6GI, and |
believe that was a situation that was used there.

CHAIl RVAN GRAHAM  And | ssue No. 6, we are
tal ki ng about the payroll taxes.

MR BROMN: Yes, sir. On the payroll taxes,
what staff did was apply the self-enployed rate in
that particular case, and it's a probably a little
di fferent than what we've done in nost of the
SARCs, but | ooking at the owners who are al so
essentially the utility's only enpl oyees, we
thought it was appropriate to apply the
sel f-enpl oyed tax rate versus the standard.

COW SSI ONER BROWN:  Ckay. And, Ms. Ponder,
did you al so have Issue No. 7, or are you just a
coments on that one?

M5. PONDER: That was just a comment. And if
there is any response to the status of the rule
devel opnent, that woul d be appreciated, certainly.

MR BROMWN: And | can shed sone |ight on that,
Chai r man.

The operating ratio nethodol ogy, staff is
still working on a recommendation to bring the
draft rule before the Comm ssion. R ght now, we

are looking at bringing that to the Septenber
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agenda.

CHAl RVAN GRAHAM  Ckay. Thank you.

Conmmi ssi oners -- Comm ssi oner Pol mann.

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

M. Sibley, have you appeared before the
Conmm ssi on before? You have?

MR, SIBLEY: Yes, sir, | have. | did a late
paynment charge for North Peninsul a.

COMM SSI ONER POLMANN:  You | ook fam liar.
That's a good thing. Oherw se, | would have
guestions for you.

MR, SIBLEY: We wouldn't want that.

COMWM SSI ONER POLMANN:  But | do have ot her
guesti ons.

Did you say there were custoner conplaints, or
cust onmer concerns in your introductory remarks?

MR SIBLEY: There was one custoner conpl ai nt
that was sent after the custoner neeting addressed
to Engi neering, and Engi neering had responded back
to that before the 30-day limt.

COMM SSI ONER POLMANN:  Okay. The quality of
service that staff has reconmmended a nargi nal
rating, was that based solely on the secondary

water quality results?

Premier Reporting

(850)894-0828 Reported by: Debbie Krick

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



12

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR, CGRAVES: Conm ssioner, it was based on the
secondary water quality results and the utility's
failure follow up with DEP. DEP requested themto
perform anot her test and they failed do that.

COMM SSI ONER POLMANN:  But there was no
response -- no followup action by DEP on that, is
that correct?

MR, GRAVES:. That's our understanding, yes,
sir.

COMW SSI ONER POLMANN:  Have we had any further
di scussion or any review of DEP files subsequent to
t hat ?

MR. CGRAVES: Yes, sir --

COMM SSI ONER POLMANN: M crophone.  Turn your
m c on.

MR, CGRAVES: Yes, sir. W reviewed their
on-line filing, OCULUS, and we haven't seen
anything in that.

COMM SSI ONER POLMANN:  kay. The Conm ssi on
has had di scussion on prior matters on the issue of
the quality of service being satisfactory or
unsati sfactory, and we've had di scussi on about the
use of the marginal rating. | have sone concern
about what we do with that.

To staff here, the recomrendati on of marginal,
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have you had any further discussion anong staff as
to, in this particular case, other than review ng
the water quality results within the com ng nonths,
do you have any foll owup, any penalty consequence
or any -- any other recomendation?

MR, CGRAVES: Not at this tinme we are not
recommendi ng any penalties. Again, as M. DuVval
suggested, followng March 1, we will take another
review and | ook at things and see if sonething
needs to be done at that tine.

COMWM SSI ONER POLMANN:  The Chai rman had
indicated -- | amsorry, Ms. DuVal, you had
i ndi cated, depending on the results, that, quote,
if they pass -- | don't know if you indicated
pass -- that no further action would be needed. |
don't know that | agree with that, because the --
as we discussed also that the primarily and
secondary standards are net at the treatnent
facility, which may or may not represent what the
custonmer is receiving, so -- but then again, we
haven't really identified any custonmer concerns, soO
that may well be satisfactory in this case.

Now, the August date that's identified, that
is the date of sanpling, is that the case?

MR. GRAVES. Yes, sir. That's ny
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under st andi ng.

COMWM SSI ONER POLMANN:  Okay. And given the
class of this utility, that's an every three year
type of an event?

MR. GRAVES: Yes, sir.

COMWM SSI ONER POLMANN:  Okay. Have you
di scussed with themthe Novenber tineframe for
filing the results with us? Is that --

MR GRAVES. Yes, sir. | spoke with the
owner, and he said that that's reasonable for him
COMM SSI ONER POLMANN:  Okay. Is there a
reason they can't provide that sooner, or is that

just --

MR. GRAVES: | think, fromour discussion wth
the owner, | believe he could provide it earlier.
That was sort of built into the margin. Certainly
the date we are suggesting is no later than
Novenber 1st. |[If they got it to us sooner, that
woul d be great.

COMW SSI ONER POLMANN:  Okay. | nean, there
are sone things that -- you know, there is a w de
range of paranmeters in the prinmary and secondary,
certain things that they could do within a few days
or a week. Sone things they send to a lab, it

takes a couple of weeks. You know, Novenber seens
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1 like quite a long tinme to ne, but, you know,
2 Novenber is the deadline. | guess sonetinme sooner
3 than that would be to their benefit, but if that's
4 what you have already discussed, | guess that's
5 reasonabl e.
6 And then we don't know what the response woul d
7 be, but as you said, if there is a response
8 necessary, your recommendation isn't for a nunber
9 of nonths later, so okay.
10 M. Chairman, | don't have any ot her
11 questions. Thank you.
12 CHAl RVAN GRAHAM M. Wi s.
13 MR WLLIS: M. Chairnman, thank you
14 | would just like to make a further conment
15 about the way payroll taxes. |If y'all are famliar
16 with having to pay payroll taxes as any sole
17 proprietor, which | have recently, you know t hat
18 you have to pay not only the enployer's portion,
19 but you al so have to pay your own portion. |If you
20 are enpl oyed by a conpany or by the State, you know
21 that as part of your paycheck, you have a deduction
22 for your portion out of your paycheck, but the
23 State or a conpany woul d pay the ot her half.
24 There is no reason, just because you are a
25 sol e-proprietor, that you should have to -- the
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custoner should have to pay both of those. |
understand that when they file their tax return,
they are going to pay both the enpl oyee and the
enpl oyer's portion of it, but there is no reason
custoners should have to pick up both just because
they are a sole-proprietor.

CHAl RVAN GRAHAM St aff.

MR BROMWN: | honestly don't know what to say
in response to that. Staff -- just given -- given
the size of the utility, the fact that, you know,
you have got M. and Ms. MBride running it, this
is the first tine they are receiving salaries for
running the utility. They have previously not had
salaries included in their rate base. Staff just
believed it was appropriate under the circunstances
specific to this case, not necessarily that it
woul d be applied to other dockets before the
Conmm ssi on, but under the circunstances here, we
believed it was appropri ate.

W are not married to it. |If the Conmm ssion
bel i eves we shoul d revert back to the standard
rate, we can certainly make that change.

CHAl RVAN GRAHAM I f | can get -- Conm ssi oner
Br own.

COW SSI ONER BROMN:  Thank you.
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| think this is a very nodest, tight-run
utility, but I do think that the Best Practice is
probably back to the standard, would you agree?

MR BROMWN:. W could certainly do that. Yes,
ma'am It is kind of out of the ordinary. | don't
know t hat we've done it before.

COW SSI ONER BROWN: | nean, | understand why
you did it --

MR, BROMN: Yes, mm' am

COW SSI ONER BROAN:  -- based on the nodest
structure of this utility, but you are giving them
sal aries now, the owners sal aries, so...

MR BROWN: And we can certainly nake that
change and reflect that in the order when it cones
out .

COW SSI ONER BROAN: | think that's fair.

MR, BROMN: Ckay.

CHAI RVAN GRAHAM  OPC, if | can get you to
restate your recomrendati on on |ssue No. 3.

M5. PONDER:  Yes.

Agai n, our request was that on the utility be
required to notify the Comm ssion of any future
sal e, transfer, reassignnent of the properties
within 60 days of any such transaction, basically

because we contend that any gain on a future sale
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must be used to |lower rates by anortizing the
proportion gai ned back to the custoners since they
have been putting in -- paying in.

CHAl RMVAN GRAHAM  kay. | don't have any
lights on, so if | can get a notion, and we need to
nmake sure that we get Issue No. 1 correct, where
they need to get back to us by Novenber 1st with
the test data. And if it's successful, it's over;
if it's not successful, then staff needs to get
back to us by March 1st with sone sort of gain
plan. And OPC s |Issue 3, we just heard themstate
that. And, Conm ssioner Brown, you just nentioned
I ssue 6, so | amready for your notion.

COW SSI ONER BROMWN: Great .

So | amgoing to do it -- I think | have al
three issues, and we don't need to nake one on
| ssue 7 since they are aware of the rul e- making.

So would you like to do it by notion -- by
I ssue by issue, or would you just like do it
because there are three nodifications?

CHAI RMVAN GRAHAM  That woul d be fi ne.

COW SSI ONER BROMWN:  Ckay. | would nove to
approve staff augnmentati on recomendation on all
I ssues wth the caveat that Issue 1, that the

utility provide the results of the primary and
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secondary standards by Novenber 1st, 2018, to the
Comm ssion, and if they are found to be --

CHAl RVAN GRAHAM  Not successful .

COW SSI ONER BROWN:  -- not successful, then
staff wll cone back to the Conmm ssion to address
that --

CHAl RVAN GRAHAM By March 1st.

COMWM SSI ONER BROMWN:  -- by March 1st.

Wth regard to Issue 3, that the utility
provi de the Comm ssion with notice within 60 days
of any sale of the | and.

And with regard to Issue 6, | would |like a
little suggestion here, staff, on that issue, given
t hat di scussion that we had.

MR BROWMN: | think staff would just revert
back to the 7.65 percent, the standard IRS
wi t hhol di ng rate.

COW SSI ONER BROMN:  Thank you.

My nodification would be, then, to utilize the
7.65 percent anmpbunt. And then also with regard to
the final issue about close the docket, that we
woul d | eave it open -- right, is that correct?

CHAl RVAN GRAHAM  Yes.

COW SSI ONER BROWN:  Yes, | eave the docket

open until further notice.
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CHAIl RVAN GRAHAM  It's been noved and
seconded.

Ms. DuVal, did you have a clarification or
guestion?

M5. DUVAL: No, Chairman. That's what | was
goi ng to add.

CHAl RVAN GRAHAM  Ckay. Comm ssi oner Pol mann.

COW SSI ONER POLMANN:  On the issue -- thank
you, M. Chairman. On the issue of the land --

M5. DUVAL: | apol ogize, Chairman. | was
m staken. Staff would need adm nistrative
authority to close the docket if the test results
are successful.

CHAl RVAN GRAHAM  Successful ?

M5. DUVAL: Yes.

COMWM SSI ONER BROMWN: Ckay. That was in ny
not i on.

M5. DUVAL: kay. Thank you.

CHAIl RVAN GRAHAM | heard it.

COW SSI ONER BROMAN:  Yeabh.

COW SSI ONER POLMANN:  Conmi ssi oner Brown, the
i ssue of the land, if | understood, you wanted
notification of the sale and closure.

COW SSI ONER BROAN:  Notification to the

Comm ssion wthin 60 days of any purchase agreenent
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of a sale of the land, as we have done in previous
docket s.

COMM SSI ONER POLMANN: | think OPC was seeki ng
sonet hi ng about proceeds fromthe sale, is that not
i ncluded in your notion?

COMM SSI ONER BROAN:  No, it's not. They were
tal king about the gain of any future sale used to
| ower the rates.

COW SSI ONER PCLMANN:  Ckay, so the other
I ssues woul d be dealt with --

COMM SSI ONER BROMN:  Any future proceeding.

COW SSI ONER POLMANN:  -- woul d be dealt with
| ater, okay, so...

COMW SSI ONER BROMN:  Yes.

COMW SSI ONER POLMANN:  Thank you. | would
second everything you said.

M5. DUVAL: M apol ogies again, if | nay.

Staff would al so need adm nistrative authority
to nmake the appropriate changes in rates based on
the changes in the payroll taxes.

COW SSI ONER POLMANN: I ncl usive of all of
that, it was your notion?

COMM SSI ONER BROMWN:  That was included in ny
notion. So we will give -- let nme -- you want ne

to restate it, clerk? Wuld you guys like ne to
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restate is it? GCkay. Redo?

CHAI RVAN GRAHAM  Sur e.

COM SSI ONER BROMN:  All right. | would Iike
to nove to approve staff reconmendati on on al
i ssues with the caveat on Issue 1, that the utility
provide -- or pardon nme, that the utility provide
the Commi ssion with the report on primary and
secondary standards by Novenber 1st, and if that
results are unfavorable, then staff wll cone
back - -

COMM SSI ONER POLMANN:  That woul d be in or not
in conpliance -- | amsorry.

COMM SSI ONER BROMWN:  If the results are
unfavorable, then staff will cone back to the
Comm ssion to handl e that by March 1st, 2019.

Wth regard to Issue 3, regarding |land rights,
that the utility will provide notice to the
Comm ssion wthin 60 days of any purchase agreenent
on the sale of I|and.

Wth regard to Issue 6, that the payroll taxes
be reduced to 7.65 percent.

Wth regard to the close the docket issue, the
Conmm ssion woul d | eave that open on all issues.
The Conm ssion would give admnistrative authority

to handle any fallout issues as a result of this
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1 noti on.

2 COMWM SSI ONER POLMANN:  Second.

3 CHAl RMVAN GRAHAM  It's been noved and

4 seconded.

5 Any further discussion?

6 Seei ng none, all favor say aye.

7 (Chorus of ayes.)

8 CHAl RVAN GRAHAM  Any opposed?

9 (No response.)

10 CHAI RMAN GRAHAM By your action, you have
11 approved the Brown notion.

12 COW SSI ONER BROMAN: Not easy.

13 CHAl RMAN GRAHAM | thank y'all very nuch.
14 Thi s concl udes our neeting.

15 W are going to nove over to the A roomin 10
16 m nutes, which would be -- we wll call it 11:35.
17 If you are not going to I A please travel safely.
18 W are adj ourned.

19 (Agenda item concl uded and proceedi ngs were

20  adjourned.)
21
22
23
24

25
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