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Case Background TC  "
Case Background" \l 1 
Mobile Manor Water Company, Inc. (Mobile Manor or Utility) is a Class C utility serving 313 water customers in Lee County.  According to Mobile Manor’s 2008 Annual Report, its total gross revenue was $50,531 and its operating expenses were $70,979.

Prior to this rate case, the Commission last established rate base for the Utility pursuant to Order No. 13067.
  The Utility changed its name from Mobile Manor, Inc. to Mobile Manor Water Company, Inc. on November 29, 2004.

On April 6, 2009, the Commission received Mobile Manor’s application for a staff-assisted rate case.  In this application, the Utility requested interim rates.  By Order No. PSC-09-0421-PCO-WU, the Commission approved a 47.09 percent interim increase, subject to refund with interest.
  Due to problems obtaining security, the Utility did not implement the interim rates until October 1, 2009.

A customer meeting was held on September 30, 2009.  Staff received letters before the meeting that the timing of the meeting precluded many customers from participating because they were still up north.  Approximately 47 customers attended this meeting with a majority of them opposed to any rate increase.

Upon consideration of the staff recommendation and the presentation of several Utility representatives at the November 10, 2009, Agenda Conference, the Commission proposed to approve a 4.61 percent across-the-board increase over the rates in effect prior to filing.

However, before the Commission order approving the increase could become final, the Commission received a timely protest and request for evidentiary proceedings (Protest) on December 21, 2009.  That Protest had approximately 156 separate signatures representing approximately 109 residential connections.  The customers raised four issues and actually requested that a larger rate increase be allowed above the approved PAA rates.  In response to this Protest, on December 23, 2009, the Commission received a petition (Responsive Petition) signed by 56 customers (non-protesting customers) which opposed any additional increase above and beyond that which was proposed in the PAA Order.  This Responsive Petition addressed three of the four issues raised by the protestors.

Based on the timely Protest, the PAA Order never became final and an Issue Identification/Settlement Meeting was noticed and scheduled for January 29, 2010.  Approximately 130 customers attended this meeting.
 After discussing the issues raised by the protesting customers, a discussion concerning settlement of the case ensued.  After much discussion and after approximately 30 customers had already left, a settlement was proposed with approximately 91 customers being in favor of it and 9 customers still apparently opposed to any additional increase.  The customers requested time to have the proposed settlement reduced to writing and the necessary signatures obtained.
On March 9, 2010,
 staff counsel sent letters to all customers who had signed the original Protest as well as all customers who had signed the Responsive Petition to determine if any customers wanted to participate as a party and pursue a formal hearing.  Only one customer, Mr. Tom Hawkins,
 responded that he would like to participate as a party.
  On March 11, 2010, the Commission received a proposed Settlement Agreement.  The Settlement Agreement on behalf of the protesting customers and some of the non-protesting customers is incorporated in this recommendation as Attachment A.  However, prior to receiving the Settlement Agreement, the Commission received a petition in opposition to the proposed Settlement Agreement.
  The following table illustrates how many customers were represented in the Protest, the Responsive Petition, the Settlement Agreement, and the opposition to the Settlement Agreement.

	
	Protest
	Responsive

Petition
	Settlement
	Opposition to

Settlement

	Customers
	109
	56
	156
	81

	Signatures

	212
	56
	212
	97


This recommendation addresses the proposed Settlement Agreement and whether the Commission should accept it.  The Commission has the authority to consider this Settlement Agreement pursuant to Sections 367.011(2) and 367.0814, Florida Statutes (F.S.).

Discussion of Issues

Issue 1:1 TC "
" \l 1 
 
 Should the Commission approve the proposed Settlement Agreement?

Recommendation: 
 Yes.  The proposed Settlement Agreement should be approved.  Within 15 days of the Commission vote, Mobile Manor should file a proposed customer notice and revised tariff sheets which are consistent with the Commission’s decision.  The approved rates should be effective for service rendered on or after the stamped approval date of the tariff pursuant to Rule 25-30.475(1), F.A.C., after staff has verified that the proposed customer notice is adequate and the notice has been provided to the customers.  The Utility should provide proof that the customers have received notice within 10 days after the date of the notice.  With the approval of the Settlement Agreement, the escrowed funds should be released to the Utility.  (Smith, Hudson, Fletcher, Jaeger)

Staff Analysis: 
 As noted in the Case Background, the Commission proposed a 4.61 percent across-the-board increase over the rates in effect prior to filing.  However, before that PAA Order could become final, the Commission received a timely Protest on December 21, 2009.  In that Protest, the customers raised four issues and actually requested that a larger increase be allowed above the approved PAA rates.  The protesting customers objected to the following four issues in staff’s PAA Order: 1) Chemicals; 2) Contractual Services – Professional; 3) Contractual Services – Other; and 4) Rents.  In response to this Protest, on December 23, 2009, the Commission received a Responsive Petition signed by the non-protesting customers that opposed any additional increase, and addressed three of the four issues raised by the protestors.  The customers who signed the Settlement Agreement, including Mr. Tom Hawkins who is currently the only party other than the Utility, proposed to settle the case which would resolve the four separate issues raised by the protestors.  Further, pursuant to the Settlement Agreement, the customers agree that the Utility should be allowed to keep the escrowed funds.
The customers who signed the Settlement Agreement believe the appropriate revenue requirement for Mobile Manor is $74,822.  However, based on the Utility’s billing determinants, the settlement rates only generate a revenue requirement of $71,603.
  Staff contacted the customers and informed them of the discrepancy of $3,219 in revenues.  The customers have agreed to forgo the $3,219 in order to finalize this proceeding.  The Settlement Agreement proposed a 70 percent allocation of the fee assessed by the Utility’s management company, Associa Benson’s Inc., to the Utility and 30 percent to Mobile Manor, Inc. (community association).  Because the customers have agreed to forgo the additional revenues, this results in a management company fee allocation of 56 percent to the Utility and 44 percent to the community association.
Although some of the non-protesting customers now agree with the Settlement Agreement, the majority of non-protesting customers are opposed to the Settlement Agreement.  However, as of the filing of this recommendation, no customer other than Mr. Hawkins has filed either a petition requesting a formal hearing or a request that he or she be made a formal party.  The customers opposing any additional increase dispute the prudency to hire the management company, Associa Benson’s Inc.  Further, the opposing customers believe that if all maintenance cannot be completed internally, then the Utility should be turned over to Lee County Utilities.

Based on the expenses being requested for approval by this settlement, staff did an analysis to determine the reasonableness of the expenses in comparison to other similarly situated Class C water utilities.  Staff compared the following expenses:  Account 601 – Salaries and Wages-Employees; Account 603 – Salaries and Wages – Officers; Account 630 – Contractual Services – Billing; Account 631 – Contractual Services – Professional; and Account 636 – Contractual Services – Other.  For those expenses, the range on a per ERC basis is $72 to $196, with an average of $118 (See Attachment B).  Mobile Manor’s per ERC expense is $91.  Therefore, staff believes the expenses requested in the Settlement Agreement are reasonable.
Based on the above, staff believes that the Settlement Agreement is a reasonable resolution to address all protested issues.  Further, staff believes that it is in the public interest for the Commission to approve the Settlement Agreement because it promotes administrative efficiency and avoids the time and expense of a hearing.  In keeping with the Commission’s long-standing practice of encouraging parties to settle contested proceedings whenever possible,
 staff recommends that the Commission approve the Settlement Agreement.


Staff notes that the customer base for Mobile Manor is highly seasonal and the average usage is approximately 3,000 gallons per month.
  Based on the average usage, when all customers are present and utilizing the water system, typical residential customer’s bill would be as shown below:






Rates Prior
Interim

PAA

Settlement


Typical Residential Bill
To Filing
Rates

Rates

Rates


3,000 Gallons


$25.66

$37.75

$26.85

$29.06

Analyzing the average usage, the difference between the PAA rates and the settlement rates is $2.21 per month.

Within 15 days of the Commission vote, the Utility should file a proposed customer notice and revised tariff sheets which are consistent with the Commission’s decision.  The approved rates should be effective for service rendered on or after the stamped approval date of the tariff pursuant to Rule 25-30.475(1), F.A.C., after staff has verified that the proposed customer notice is adequate and the notice has been provided to the customers.  Mobile Manor should provide proof that the customers have received notice within 10 days after the date of the notice.  With the approval of the Settlement Agreement, the escrowed funds should be released to the Utility.
Issue 2:2 TC "
 (Jaeger, Smith)" \l 1 
 
 Should this docket be closed?

Recommendation: 
 Yes.  If the Commission approves staff’s recommendation in Issue 1, this docket should be closed upon the issuance of the final order approving the Settlement Agreement.  (Jaeger, Smith)

Staff Analysis: 
 Yes.  If the Commission approves staff’s recommendation in Issue 1, this docket should be closed upon the issuance of the final order approving the Settlement Agreement.
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	Mobile Manor
	
	Venture Associates
	
	Holiday Utility Company*
	
	County-Wide Utility*
	
	W.P Utilities, Inc.*
	
	Anglers Cove West*
	
	Innerarity Island Development Corporation
	
	Buccaneer Water Service

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(601) SALARIES AND WAGES - EMPLOYEES
	$10,374
	
	$119,127
	
	$12,287
	
	$15,059
	
	$0
	
	$10,908
	
	$0
	
	$25,646

	(603) SALARIES AND WAGES - OFFICERS
	$0
	
	$23,665
	
	$0
	
	$21,189
	
	$0
	
	$0
	
	$0
	
	$0

	(604) EMPLOYEE PENSION & BENEFITS
	$0
	
	$38,690
	
	$0
	
	$6,751
	
	$0
	
	$0
	
	$0
	
	$0

	(610) PURCHASED WATER
	$20,496
	
	$390,710
	
	$80,102
	
	$38,769
	
	$34,968
	
	$47,748
	
	$12,130
	
	$94,813

	(615) PURCHASED POWER
	$0
	
	$0
	
	$1,490
	
	$0
	
	$0
	
	$0
	
	$0
	
	$0

	(616) FUEL FOR POWER PRODUCTION
	$0
	
	$0
	
	$0
	
	$0
	
	$0
	
	$0
	
	$0
	
	$0

	(618) CHEMICALS
	$32
	
	$0
	
	$327
	
	$0
	
	$0
	
	$0
	
	$0
	
	$0

	(620) MATERIALS AND SUPPLIES
	$106
	
	$3,395
	
	$583
	
	$1,504
	
	$41
	
	$554
	
	$0
	
	$0

	(630) CONTRACTUAL SERVICES - BILLING
	$3,360
	
	$0
	
	$0
	
	$0
	
	$3,440
	
	$0
	
	$8,110
	
	$23,962

	(631) CONTRACTUAL SERVICES - PROFESSIONAL
	$2,060
	
	$15,759
	
	$49,803
	
	$4,742
	
	$5,074
	
	$683
	
	$1,800
	
	$22,322

	(635) CONTRACTUAL SERVICES - TESTING
	$3,953
	
	$5,295
	
	$2,286
	
	$5,151
	
	$307
	
	$0
	
	$620
	
	$0

	(636) CONTRACTUAL SERVICES - OTHER
	$12,865
	
	$999
	
	$13,682
	
	$36,354
	
	$10,070
	
	$14,505
	
	$4,513
	
	$6,038

	(640) RENTS
	$8,640
	
	$24,564
	
	$0
	
	$6,665
	
	$0
	
	$0
	
	$0
	
	$0

	(650) TRANSPORTATION EXPENSE
	$0
	
	$7,766
	
	$0
	
	$588
	
	$0
	
	$75
	
	$0
	
	$0

	(655) INSURANCE EXPENSE
	$0
	
	$8,157
	
	$2,242
	
	$693
	
	$0
	
	$3,893
	
	$0
	
	$0

	(665) REGULATORY COMMISSION EXPENSE
	$382
	
	$0
	
	$2,241
	
	$2,497
	
	$400
	
	$1,324
	
	$0
	
	$660

	(670) BAD DEBT EXPENSE
	$0
	
	$0
	
	$867
	
	$629
	
	$0
	
	$0
	
	$0
	
	$0

	(675) MISCELLANEOUS EXPENSES
	$698
	
	$4,618
	
	$2,853
	
	$4,666
	
	$208
	
	$5,805
	
	$7,942
	
	$0

	Total O & M Expenses
	$62,965
	
	$642,745
	
	$168,763
	
	$145,257
	
	$54,508
	
	$85,495
	
	$35,115
	
	$173,441

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	TOTAL O&M FOR ACCTS (601,603,630,631&636)
	$28,659
	
	$159,550
	
	$75,772
	
	$77,344
	
	$18,584
	
	$26,096
	
	$14,423
	
	$77,968

	NUMBER OF ERCs
	315
	
	1059
	
	386
	
	512
	
	189
	
	340
	
	200
	
	974

	
	$90.98
	
	$151
	
	$196
	
	$151
	
	$98
	
	$77
	
	$72
	
	$80

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Average
	$118
	
	
	
	
	
	
	
	
	
	
	
	
	
	


* Utilities with asterisks denote audited expenses indexed to current level.  The information for the utilities without asterisks was obtained from 2008 Annual Report.









� See Order No. 13067, issued March 3, 1984, in Docket No. 830402-W (TC), In re: Application for the transfer of Certificate No. 56-W from William P. and Peggy J. Bishop to Mobile Manor, Inc.


� See Order No. PSC-04-1104-FOF-WU, issued November 8, 2004, in Docket No. 040602-WU, In re: Application for name change on Certificate No. 56-W in Lee County from Mobile Manor, Inc. to Mobile Manor Water Company, Inc.


� See Order No. PSC-09-00421-PCO-WU, issued June 15, 2009, in Docket No. 090170-WU, In re: Application for staff-assisted rate case in Lee County by Mobile Manor Water Company, Inc.


� See Order No. PSC-09-0790-PAA-WU, issued November 30, 2009, in Docket No. 090170-WU, In re: Application for staff-assisted rate case in Lee County by Mobile Manor Water Company, Inc.


� All customers were given notice of the meeting.


� Because a significant number of letters were returned (23 letters were returned as undeliverable), staff counsel obtained the appropriate addresses and sent out a second set of letters asking if the remaining customers wanted to be considered as parties.


� Filed the Protest requesting increased rates.


� Petition in opposition to the Settlement Agreement was received on March 2, 2010.


� Many customers of record own more than one property in Mobile Manor and for each petition, except the Responsive Petition, would list each property and sign for each property that they owned, i.e., some signatures would appear multiple times.  The number of customers reflect how many separate residential connections out of a total of 313 were indicated on the petition.  The number of signatures reflect the number of separate signatures and counts each inhabitants signature, e.g., husband and wife as a separate signature.


� The PAA Order found that the revenue requirement was $61,792.


� See Order Nos. PSC-07-0535-AS-WS, issued June 26, 2007, in Docket No. 060258-WS, In re: Application for increase in water and wastewater rates in Seminole County by Sanlando Utilities Corp.;  and PSC-06-0092-AS-WU, issued February 9, 2006, in Docket No. 000694-WU, In re: Petition by Water Management Services, Inc. for limited proceeding to increase water rates in Franklin County.; Order No. PSC-05-0956-PAA-SU, issued October 7, 2005, in Docket No. 050540-SU, In re: Settlement offer for possible overearnings in Marion County by BFF Corp.; and Order No. PSC-00-0374-S-EI, issued February 22, 2000, in Docket No. 990037-EI, In re: Petition of Tampa Electric Company to close Rate Schedules IS-3 and IST-3, and approve new Rate Schedules GSLM-2 and GSLM-3.


� All customers have 5/8-inch by 3/4-inch meters, and use an average of 1,400 gallons per month.


� The monthly difference between the rates prior to filing and the settlement rates would be $3.40 (usage rate remains the same, so the only increase would be the $3.40 for the base facility charge).
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