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1 PROCEEDI NGS
2 CHAI RVAN FAY: Al right. Comm ssioners, next
3 we wll nove to Item No. 4. M. Knoblauch is going
4 to present the sunmary on this itemthis norning.
5 Ms. Knobl auch, when you are ready.
6 M5. KNOBLAUCH: Thank you.
7 Good norning. IltemNo. 4 is staff's
8 recommendati on addressing the application for a
9 staff-assisted rate case by A Uility Inc. A
10 Utility Inc. is a Class Cutility providing water
11 service to approximately 118 custoners in Pasco
12 County.
13 Staff is recommendi ng an annual revenue
14 requi renment increase of approxi mately 8, 600, or
15 39. 75 percent.
16 A custoner neeting was held on Decenber 1st,
17 2022, in which four custoners participated, and two
18 custoners filed comments in the docket. In
19 general , custoners expressed objections or concerns
20 regarding the rate increase, and indicated
21 i nprovenents were needed to the utility's
22 i nfrastructure.
23 M. Troy Fonder is attending by phone on
24 behalf of A Uility Inc. and wi shes to address the
25 Commi ssion. OPCis in attendance and is avail able
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1 for questions. Staff is also available for any
2 guestions at this tine.
3 CHAI RMAN FAY: Okay. Thank you. M.
4 Knobl auch.
5 Wth that, Comm ssioners, we will go ahead and
6 take M. Fonder, who | believe is on the line this
7 nor ni ng.
8 Are you there, M. Fonder?
9 MR. FONDER:  Yes.
10 CHAI RMAN FAY: (Okay. M. Fonder, you -- just
11 real quick. Since we typically have a device in
12 the room here that kind of gives you a heads-up on
13 your tinme, so generally, the Comm ssion all ows
14 three to five mnutes for public comment itens. W
15 allow you five mnutes this norning. W've got a
16 little timer here, so if you exceed that, | wll
17 I nterrupt you and ask you to conclude, but we do
18 have the information that was included in the
19 docket, and so whenever you are ready, M. Fonder,
20 you can present your comrents to the Comm ssion.
21 MR. FONDER: Thank you. | appreciate
22 everyone, and the staff and the board.
23 | just want to make, | guess, a first coment.
24 | know that | need to get right to the point here
25 with just a few m nutes.
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1 Val uations that are put on the systemare, you
2 know, very unrealistic. | understand that the
3 staff has to follow certain guidelines, but there
4 is three nobile hone |ots that were purchased, we
5 paid $19, 300, and they value themat $1, 000, which
6 was the original purchase in 1963, which is $333 a
7 lot. So of course no one would sell us a lot for,
8 you know, $300 these days. W also paid an
9 addi tional 97,700 for the entire system you know,
10 and then the valuation that's on it now by the
11 staff is, |like, 26,000.
12 On the other hand, the I RS doesn't care what
13 the Public Service Comm ssion values it at. W
14 have to deal with what we actually paid for it. So
15 we have to, you know, record what we paid for it
16 and depreciate it based on that. And so | am
17 al nost having to keep two sets of books. One on
18 the valuation to what you are recommendi ng and the
19 val uation of what it was actual ly purchased.
20 | can't get a refund fromthe sellers. W
21 bought out all of the sellers because both of the
22 owners passed away. We had to buy out heirship
23 interest fromall the famly nenbers. W fornmed A
24 Uility at that tine to clean it up so that A
25 Uility wouldn't be mxed in with another business.
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1 And then the econony now, you know, they are

2 asking ne to do this NARUC thing. W did get a

3 quote of $3,900. | feel that |I can do that on ny

4 own. | read up onit. [It's just a matter of

5 appoi nting the account nunbers to the -- to the

6 process.

7 The test year of 2020, the expenses were

8 18, 000 approxi mately. The incone was 20,000. They

9 showed a net incone of, l|ike, $1,950. The problem
10 with that is that expenses did not include the fact
11 that we were unable to pay $11, 700 i n nortgage

12 paynents whi ch are years behind, $3,600 in wages

13 and $1,400 in managenent fees for billing. So

14 that's an additional $16,000 that did not show on
15 expenses that is due and past due at this point.

16 No one has been paid since we purchased this
17 in 2017. So everyone is working under faith that,
18 you know, we are going to eventually pull through
19 this.

20 Moving on to another item | guess. CQur

21 cust omer service, as you can see in the staff

22 report, is excellent, and we have no conpl ai nts.

23 As a matter of fact, an inspector from DEP said our
24 system was so neat and cl ean that they would, you
25 know, consider us as, |ike, a nodel system
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1 They al so are recomendi ng a tenporary
2 approval on this, which, you know, we agree we need
3 this ASAP just to survive. W have nortgages that
4 are in default -- or a nortgage that's in default.
5 They want us to bond, | guess, any paynents that we
6 collect. W don't have the ability to do that, or
7 the noney to do that, so we just wouldn't bill
8 until after the 21-day protest tinme is over to nmake
9 sure that we are not collecting funds that, you
10 know, we woul d have to return.
11 And | guess one remaining thing of food for
12 t hought here is the pass-throughs were never done
13 by the past owners since 1989. So | used the
14 work -- we did the pass-through since 1989 through
15 2022. Wth doing that, our rates woul d have been
16 $19.67. The staff's reconmendation right nowis
17 $21.33. That gives us a raise of $1.66. And since
18 1989, there was tank inspections, valve exercising,
19 sanpl es that never used to -- all the new
20 regul ati ons that have conme into effect since 1989
21 are not included in our rates.
22 And just to finalize things. You know, |
23 respectfully request our rates be set at $30.71. |
24 clearly docket a sheet on what our breakeven costs
25 are. You know, we offered to the nobile hone park,
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1 that would be the best result for everyone, you
2 know, in that park.
3 Qur custoners, | understand that they are --
4 (I'naudible) -- AND on fixed inconmes. W don't want
5 to hurt in any way, but we have to pay the bills to
6 keep this alive, or otherw se, you know, everything
7 Is going to default. THE power is going to get cut
8 off. The nortgage is going to -- (lnaudible) --
9 CHAI RMAN FAY: kay. M. Fonder, | am --
10 MR, FONDER: | don't know what el se --
11 CHAI RMAN FAY: | apol ogize, | amgoing to
12 i nterrupt you here -- yep, thank you. You have
13 exceeded your tinme, but | want to allow you to
14 cl ose up there.
15 So with that, Conm ssioners, you have heard
16 M. Fonder's comments. W wll allow questions or
17 comments to staff or to M. Fonder.
18 Yeah, Comm ssioner Clark, you are recogni zed.
19 COMM SSI ONER CLARK:  Thank you, M. Chairman.
20 | would like, if staff has had an opportunity
21 -- 1 knowthis came in as a late filing, the
22 information that M. Fonder has provided, but if
23 staff could go through and give us kind of a
24 rundown expl anati on on why these costs are
25 di sall owed, or if they have been taken into
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1 consi deration, kind of give us an overview of this,
2 M. Chai rman?
3 CHAI RMAN FAY: Sure. And, Conm ssioner d ark,
4 you are referring -- M. Fonder provided a docunent
5 in the docket with those nunbers, is that --
6 COMM SSI ONER CLARK:  Yes. | believe it cane
7 I n yesterday, or the day before yesterday, so we
8 just got ahold of it this norning, so | amsorry.
9 CHAI RMAN FAY: So, M. Richards, can you
10 address -- you have that docunent with you? Ckay.
11 You are recogni zed.
12 MR, RI CHARDS: Good norni ng, Chairman and
13 Conmm ssioners. Chris Richards with accounting
14 staff.
15 | would like to say the itens on that |i st
16 nunbers two through five are included in the -- in
17 the rates. The nortgage, which is the nunber one,
18 the reason why that's not included is M. Fonder
19 took a 117,000-dollar loan for this utility. The
20 utility -- the rate base on the utility is only
21 $10,000. That's -- you know, that's the val ue that
22 the utility is at. That's all that we can give
23 t hem
24 The $11,700 a year paynent that he is show ng
25 on the docunent, that's only interest. He took
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1 that loan out at a 10-percent interest rate. The
2 -- the custoners, we cannot put that cost onto the
3 cust onmers because none of that noney was put into
4 t he up-keeping of the plant or making pl ant
5 I nprovenents. So that's why staff did not include
6 that $11,700. But all other costs are included in
7 the current rates.
8 CHAI RMAN FAY:  Any fol | ow up?
9 COMM SSI ONER CLARK: Did they ask for an
10 acqui sition adjustnment during the purchase?
11 MR. RICHARDS: No, sir.
12 COW SSI ONER CLARK: | think we have di scussed
13 retroactive acquisition adjustnents not being a
14 good idea, so | won't go down that road.
15 From a staff perspective, do we see, and | see
16 M. Fonder's position. The systemis obviously
17 unprofitable. 1It's going to get worse instead of
18 better. W are going to end up in a situation
19 where soneone else is going to be taking this thing
20 over if this is not resol ved.
21 So do you, as staff, see any solution? |
22 assune we applied the operating ratio, and is that
23 t he net hodol ogy that we've used here? And so that
24 didn't get us in any better position to be able
25 to -- for himto fund this utility?
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



10

1 MR, RICHARDS: Well, sir, the operating ratio
2 put himin a -- which we did use it, it put himin
3 a much better position than had we not.
4 COMM SSI ONER CLARK:  Back to ny fina
5 guestion. |Is there any hope here in order to be
6 able to make this systempay for itself outside of
7 the -- and | get to the acquisition adjustnent
8 aside, there is -- there is no other way to get
9 this systemto where it's operateabl e?
10 MR RICHARDS: | don't want to necessarily
11 make that call, but | mean, a $10,000 system was
12 pur chased for $117,000, and it was purchased
13 through famly, so | amnot really sure.
14 COMW SSI ONER CLARK:  Sure. But setting --
15 setting an acquisition adjustnent -- setting the
16 nortgage i ssue aside, that was -- that's their call
17 to make what they paid for it, in ny opinion. W
18 can take that out of the equation -- does the
19 systemstill have sustainability even w thout that?
20 MR, RICHARDS: Every one of his costs other
21 than that nortgage are included. He is recovering
22 every one of his costs.
23 COMM SSI ONER CLARK:  All taken care of.
24 MR, RICHARDS: And we actually reached out to
25 try to pronpt him hey, have you thought about this
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11

1 cost that you may have? Have you thought about
2 this cost? W' ve done everything that we could to
3 try and nmake sure that his systemis able to
4 conti nue on.
5 COMM SSI ONER CLARK:  |Is there any equity? |
6 mean, | assune he is assigned an ROE, but he is
7 probably not getting it. There is no equity?
8 MR, RICHARDS: Correct, sir. It's 100 percent
9 debt .
10 COMM SSI ONER CLARK: So there is nothing to
11 hel p cover the nortgage cost. But beyond that, you
12 woul d be | ooking at -- he's basically got an
13 $11, 700 deficit each year in terns of revenue m nus
14 expenses?
15 MR RICHARDS: Wth that nortgage, yes, sir.
16 COW SSI ONER CLARK:  How does that nunber
17 equate to rates? | see his -- our staff
18 recommended rate of 21.51, his request for 30. |Is
19 that -- and | haven't done the math -- is that the
20 di fference between the nortgage -- is that the
21 di fference of the nortgage paynent?
22 MR RICHARDS: | believe so. Yes, sir.
23 Looki ng at his breakout, it |ooks |like that's what
24 it is. He included that 11, 000.
25 You know, if you were to take out the 11, 700
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12

1 fromhis 21,871, it would match what he's getting.
2 COMM SSI ONER CLARK: That's $9 a nont h,
3 because 900 -- we are close to 100, 0007
4 MR. RICHARDS: Yes, sir.
5 COW SSI ONER CLARK: Ckay. Excuse ne, close
6 to 10, 000.
7 kay. That's all | have, M. Chairman.
8 CHAI RMAN FAY: Any ot her?
9 Commi ssi oner La Rosa, you are recogni zed.
10 COWMWM SSI ONER LA ROSA:  Thank you, Chair nman.
11 I"mjust going to kind of piggyback on that,
12 because there is another issue here that is
13 I ndi cated on this paper that was handed out.
14 He also indicates six itens really -- | guess
15 maybe five itens in which are going to be problens
16 he is assum ng down the road, a punp house that's
17 in bad condition needing replacenent; there is no
18 backup power generators; an oil casing that may
19 fail soon.
20 Are there options for these down the road?
21 For exanple, is there a limted proceeding option
22 for him if those itens do fail and do becone a
23 probl en?
24 M5. KNOBLAUCH: So | spoke with hi mabout
25 t hose, and they were not included in this docket.
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13

1 He indicated that he m ght be filing for another
2 SARC. | don't know. He didn't provide, like, a
3 specific date, but in the future, and THAT t hose
4 itenms would |ikely be included. So, yeah, there is
5 definitely, like, down the road, | believe HE IS
6 pl anni ng on addressi ng those.
7 COW SSI ONER LA ROSA:  Ckay. Was it an --
8 t hank you for that.
9 Was it analyzed to understand the life
10 expectancies of the itens he is discussing?
11 M5. KNOBLAUCH: No, sir. He didn't provide
12 any, |ike, docunentation or any costs or quotes, or
13 anything for those specific itens. So we really --
14 this is all the informati on we have on those.
15 COMWM SSI ONER LA ROSA:  Thank you.
16 COW SSI ONER CLARK:  Fol  ow-up on that?
17 CHAI RVAN FAY:  Yeah.
18 COMM SSI ONER CLARK: | would like to follow up
19 wi t h Conmi ssioner La Rosa's question.
20 So even if -- if he does have to nmake these
21 pur chases, those are going to be -- nobst capital
22 expendi tures, there is still not going to be funds
23 do that. He could include those in his revenue
24 requi renment for the rate base for the next year, is
25 that correct?
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14

1 M5. KNOBLAUCH: | believe so.
2 COMM SSI ONER CLARK: It would not fund the
3 capital needs that he is going to have in | ooks
4 could be the very imedi ate future?
5 M5. KNOBLAUCH: Yeah. | believe it's down the
6 road that -- that he would be providing all of this
7 information. And again, we would have to | ook at
8 it to see if, you know, it's reasonable to include.
9 COW SSI ONER CLARK:  Thank you.
10 CHAI RMAN FAY: M. Richards, anything to add?
11 MR RICHARDS: No. | just kind of wanted to
12 go off of what Ms. Knobl auch was saying. Basically
13 he has to nake the -- he has to nake those
14 I nprovenents and show us what -- that the
15 I nprovenents were nmade, and the cost of those, and
16 then that would go into rates the next tine that he
17 cane in. So we can't, right now, grant himrates
18 for things that he may do in the future.
19 CHAI RMAN FAY: Geat. Thank you.
20 Commi ssi oners, any other comrents or questions
21 for our staff at this tinme?
22 All right. Wth that, Conm ssioners, | wll
23 take up a notion on Item No. 4.
24 COW SSI ONER GRAHAM  Move st af f
25 reconmendat i on.
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CHAI RMAN FAY: (Ckay. W have a notion.

COW SSI ONER PASSI DOMO: Second.

CHAI RVAN FAY: A notion and a second to nove
staff recommendation on |tem 4.

Al l that approve say aye.

(Chorus of ayes.)

CHAI RVAN FAY: Hearing none opposed, with
that, Item 4 passes.

Thank you, M. Fonder, for your time today.

Comm ssioners, with that, that will concl ude
our February 8th Agenda for today. W are
adj ourned. Thank you.

(Agenda item concl uded.)
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