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1 PROCEEDI NGS
2 CHAl RVAN LA ROSA: Let's nove on to Item No.
3 2, and | believe we are already in place.
4 So I know that there is certainly sone nore
5 activity. We will allowthemto junp in, but Item
6 No. 2 is the alternative procedures for
7 establishing rate base value of acquired utility
8 systenms, so --
9 M5. SAPQZNI KOFF: G ve everyone a chance to --
10 CHAI RMAN LA ROSA:  Yeah.
11 You are recogni zed when you are ready.
12 M5. SAPQZNI KOFF: Al right. Good norning.
13 Iltem2 is staff's recommendati on regarding the
14 proposal of a new rule, Rule 25-30.0372, to
15 I npl emrent Section 367.0811, Florida Statutes, which
16 was enacted | ast year.
17 This new statute allows certain | arge water
18 and/ or wastewater utilities to use the purchase
19 price or average appraisal price, whichever is
20 | ower, to establish the rate base val ue of the
21 acquired utility systemfor use in its next rate
22 case.
23 The statute is very prescriptive and [imted
24 to what could be contained in the rule. However,
25 as explained nore fully in the recomendation, the
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1 rule clarifies anbiguous terns in the statute, and

2 sets forth procedures for handling the petition to
3 establish the alternative rate base val ue before
4 t he Conmmi ssi on.
5 The rule al so contains general filing
6 requi rements and notice requirenents to provi de due
7 process and assist in the efficient inplenmentation
8 of the statute.
9 Sone st akehol der representatives have
10 requested to address the Comm ssion, and others are
11 present to answer any questions the Comm ssion may
12 have.
13 Staff is also available to answer any
14 guesti ons.
15 Thank you.
16 CHAl RVAN LA ROSA: Thank you.
17 And we -- let's -- | will just go fromwhat |
18 have in front of me. M. Cark, would you like to
19 address the Conm ssion?
20 MS. CLARK: Yes, M. Chairman.
21 Good norning, M. Chairman and Commi ssi oners.
22 My nanme is Susan Clark. | amwth the Radey Law
23 Firm Also with nme today is Tom Crabb, also with
24 the Radey Law Firm And to ny right is Josiah Cox,
25 who is the President of Central States \Water
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1 Resour ces.
2 M. Chairman, if | may, | would like to
3 briefly go through the changes we are suggesting to
4 the rule, and then et M. Cox el aborate on
5 t hose --
6 CHAI RVAN LA RCSA:  Yes.
7 M5. CLARK: -- requested changes.
8 The first changes are starting on page three,
9 going over to four. It's with respect to the
10 provi ding of information, of reports, governnental
11 reports and governnental correspondence. W
12 suggest you add the terns "if avail able".
13 It's been our experience that sonetines those
14 itens are not avail abl e because of poor
15 recordkeeping on the part of the utility being
16 acqui red.
17 The next change is also on page four, and it's
18 with reference to the cumul ative present val ue
19 revenue requirement form Qur suggested change
20 there is sinply to make the use of the Comm ssion's
21 formoptional, that a different CPVRR anal ysis
22 could be provided, as long as all the information
23 isinit. And this change would be consistent with
24 what staff is recomending in the rule you wll
25 take up as Item 3. They make it optional on that.
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1 The next change, also on four, is down on the
2 bottom and that's a suggestion as to what is
3 considered a significant increase in rates. Qur
4 thinking there is that what is significant should
5 be judged by what the rates ot herw se woul d have
6 been if the utility was not acquired, and the
7 acquired utility would have had the opportunity to
8 do the price index throughout that five-year
9 period. So that should be the basis that if they
10 ot herwi se could have had it, then it has to be
11 sonet hing over that. That's how | read what the
12 staff was recommending with regard to the price
13 I ndex.
14 The | ast suggestion is with regard to the
15 notice. | don't believe -- your staff is
16 suggesting that notice be given to the utility
17 bei ng acquired and all the other custoners of the
18 acquiring utility. So you m ght have an acquired
19 -- autility dowmn in Pasco County and you have to
20 noti ce people in the Panhandl e about this
21 acqui sition.
22 | woul d suggest to you that there is no
23 substantial interest for which you have to give
24 noti ce, because those custoners in the Panhandl e
25 are not being affected by this acquisition. So
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1 under the APA, there is no requirenent that you

2 notice them

3 Wth that, | would Iike to have M. Cox

4 address you on these changes.

5 CHAI RVAN LA RCSA: M. Cox, you are

6 recogni zed.

7 MR. COX: Thank you. | appreciate it, M.

8 Chai r man.

9 First of all, | just want to thank the staff.
10 | can tell a ton of work went into this, so | think
11 it's very usable in the formit cane across, so |
12 really appreciate that.

13 | think, fromour perspective as a water and
14 wastewater utility, we are trying to cut any kind
15 of red tape, streamine the process here in sone

16 ways, is what we are |l ooking for with these

17 changes. | nean, the idea we want to nmake sure,

18 one, that, you know, it's very clear, and now we've
19 bought a nunber of utilities in Florida, it's

20 turned out to be the sane as we've seen in other

21 pl aces. There are a |lot of financial records that
22 are not available. There is permtting records

23 that are not avail abl e, engineering records that

24 are not available, so we just want to be very clear
25 so we know what the guidelines are.
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1 On the rate increase size, | nean, you know,
2 over a five-year period, you know, rates, just on
3 the CPlI basis, are going up 25 percent. So we
4 think we just need to define that so that it's
5 clear as we are going through this process.
6 And the notice requirenent is really clear for
7 us. You know, the people getting acquired, they
8 need notice, and, you know, later on, if we are --
9 if we try to do a consolidated rate, if there is
10 sonet hing that affects, you know, all the custoners
11 in the state, obviously they will get notice in
12 that proceeding. So we are trying to nake this
13 just as streamined and easy to use as possible
14 because these utilities really need bought.
15 CHAI RMAN LA ROSA:  Thank you.
16 M5. CLARK: M. Chairman, | would like the
17 opportunity to respond briefly to comments
18 regardi ng these suggested changes.
19 CHAI RMAN LA ROSA: Ckay. Briefly, if you
20 could. On, yeah.
21 M5. CLARK: | would Iike to corment on adverse
22 comments is what | was suggesting.
23 CHAI RMAN LA ROSA: CGotcha. Ckay.
24 M. Friedman, would you like to speak?
25 MR, FRIEDVAN. Thank you. | amgoing to |et
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1 M. Twoney, who is the President of Sunshine Water,
2 speak first.
3 CHAl RVAN LA ROSA:  Sure.
4 MR, TWOMEY: Good norning, M. Chair and
S Conmi ssi on.
6 | just wanted to note that Sunshine Water is
7 appreciative of all the work that's gone into this
8 rul emaki ng, and we believe that such rules put in
9 place will further consolidation and hel p inprove
10 the industry in the state.
11 Thank you.
12 CHAI RVAN LA RCSA: G eat.
13 MR. FRIEDMAN.  And, M. Chairman, Sunshine
14 Wat er generally agrees with the comments that Susan
15 Clark has nentioned. | would just stress two
16 particul ar points.
17 One is that using the index to determ ne
18 whet her there is going to be a substantial rate
19 increase. And if you do that, then the flip side
20 of that is that in the indexing every year, you are
21 sayi ng that that index that the Conm ssion all ows
22 every year is a substantial increase in rates. And
23 that's exact opposite of what the index is intended
24 to do, to give mninmal increases, and all ow using
25 that indexing as the standard for determning it is
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1 just not reasonabl e.
2 OPC, in fact, in the first workshop, suggested
3 50 percent. And | think in this position, we've --
4 we concur that 25 percent is a good conpron se on
5 that. So that's on the rate stabilization plan.
6 On the notice requirenent, from Sunshine's
7 perspective, here's what happens if we have got --
8 Sunshi ne has got 34,000 custoners. So if we bought
9 alittle sewer system-- and we, in fact, bought a
10 little sewer system-- say it's got 350 custoners,
11 and those are the kind of systens that the rule --
12 that the statute is intended to do. Let's get rid
13 of the small and nonprofessionally run utilities
14 and let's put them-- bring theminto the grasp of
15 areal utility. And if they bought a small sewer
16 utility of 350 custoners, they've got to notify
17 34,000 of their own custoners.
18 | don't know what notices cost. | think post
19 stanps thensel ves are now up to 67 or 68 cents.
20 It's got to cost a buck a person to send it out.
21 And as Susan nentioned, legally, they would not be
22 substantially affected people under the APA
23 So | woul d suggest that we not include the
24 noticing of the utility's existing custoners, and
25 if for sonme reason you do, let's put a threshold.
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10

1 If there is nore than 20 -- if it adds nore than

2 20 percent to the custoner base, sonething to add a

3 threshold so that a conpany |ike Sunshi ne doesn't

4 have to spend $34,000 to send notices to resolve

5 what we hope is getting rid of small unproductive

6 utility conpanies.

7 Thank you.

8 CHAI RMAN LA ROSA: | amgoing to go to staff

9 and ask this question.

10 Are any of the itens, or issues that have been
11 addressed today, are any of these new itens that

12 are new to you, as far as issues fromthe industry?
13 M5. SAPQZNI KOFF:  Yes, a few of them are.

14 The request to add the term or the phrase "if
15 avai l able" in the two places was not brought up

16 bef ore during workshops or prior to -- we got M.
17 Clark's letter the other day.

18 In response to that, unlike the acquisition

19 adjustnent rule, the information we are | ooking for
20 here is information that would not necessarily only
21 reside with the utility being acquired. |It's

22 com ng from DEP, county health departnent, things
23 like that. So it is accessible. And this |anguage
24 Is taken directly fromthe Rule 25-30.037, which is
25 on the application for transfer. And this is
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11

1 information that's required this that proceeding.
2 So we are not | ooking for themto do anything
3 nmore or extra. It's just information staff felt
4 woul d be useful and necessary to the Conm ssion in
5 | ooking at the -- setting the rate base val ue under
6 this rule, and it only cones into play if the
7 engi neeri ng assessnent finds deficiencies. So for
8 that reason, we would -- staff stands by not
9 i ncluding that additional |anguage.
10 At wor kshop, it was brought up that the use of
11 a uni form CPVRR formwas not favored by sone
12 utilities. The concept of the CPVRR was not
13 di sputed, but using the Comm ssion's CPVRR form
14 We feel it's inportant because of the very
15 short tinmefrane. We only have eight nonths in this
16 fromthe tinme of a filing of a conplete petition to
17 entering an order. So the nore that can streanline
18 things for staff and the Conm ssion to be able to
19 readily find the information that's necessary for
20 it to make its determ nation we feel is very
21 i mportant.
22 If there is additional information that any
23 utility wants to provide over and above what's in
24 this CPVRR, they are certainly welcone to do it.
25 But staff believes it's very inportant to have a
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12

1 standardi zed formthat makes it easy for us to
2 access the information that we believe is necessary
3 to assess the public interest, for you to assess
4 public interest.
5 And on to notice, that was sonething that was
6 not part of the rule version that was at the
7 wor kshop. However, we really don't see any
8 justification for not providing due process to all
9 peopl e that could possibly be affected.
10 This statute indicates that the alternative
11 rate base val ue established using the statute in
12 this newrule will be used in the next rate
13 proceedi ng. So anyone that doesn't have a point of
14 access in this proceeding is not going to be able
15 to cone in in the subsequent rate case and
16 chal | enge anyt hi ng.
17 So while it mght not be strictly required by
18 the Adm nistrative Procedures Act, certainly nmaking
19 sure that all people who are potentially affected
20 by this alternative rate base value that's going to
21 be used in subsequent ratenaking should have an
22 opportunity for a point of entry to cone in,
23 because, you know, when the actual rate case cones
24 up, if they have any issues, we are going to have
25 to tell them too bad, so sad, you know, this has
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13

1 al ready been decided, and we just don't think

2 that's FAIR

3 CHAI RMAN LA RCSA: OPC, are you are

4 recogni zed.

5 M5. CHRI STENSEN: Thank you, Conm ssioner La

6 Rosa.

7 W are here today, we support staff's rule as

8 witten. W believe that it's been well thought

9 out. We agree with staff, that there should be a
10 uni form CPVRR format so that that could be

11 evaluated at the tine that the Comm ssion is nmaking
12 t he deci sion whether or not to establish the market
13 rate, and so that it can be uniformacross the

14 years. One of the things is you have to be back at
15 sonme point when you are doing a future rate case,
16 and having that information in an easily accessible
17 format will help in those further proceedi ngs down
18 t he road.

19 W al so agree that the rule as witten with

20 the price index should be maintained. Essentially,
21 that places the customers of the utility that's

22 being acquired in a no harmposition as far as any
23 rate increases that woul d have ot herw se happened.
24 And | think that's the appropriate posture for the
25 custoners to be in.
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1 And we also agree with staff, that notice to
2 all of the custoners that could be affected in the
3 future should be given at the tine of the transfer
4 -- or, | amsorry, at the tinme the market
5 eval uation is being determ ned, because that's the
6 tinme that they would have their chance to have
7 their voi ces heard.
8 And while we appreciate that it can cost the
9 utilities alittle bit nore noney, that noney
10 eventually, in the next rate case or in future rate
11 proceedi ngs, usually gets bassed on to the
12 custoners through sone sort of rates.
13 So we think that it's appropriate to ensure
14 that all custoners get tinely notice so that they
15 can make a determ nati on whether they want to
16 i ntervene and so that they have notice. Oherw se,
17 we are here in support of Comm ssion staff and the
18 hard work they did on developing this rule.
19 Thank you.
20 CHAI RMAN LA ROSA: Thank you.
21 Ms. Clark, is now a good tinme to address sone
22 of the things you just heard?
23 M5. CLARK: It is. M. Cox would like to
24 respond to the CPVRR
25 CHAl RVAN LA RCSA:  You are recogni zed, M.
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15

1 Cox.
2 MR COX: Yeah. | would just say the CPVRR
3 seens to be designed for electrical utilities in
4 general. | think it's pretty burdensone, and it
5 doesn't actually what we represent what we do as a
6 wat er and sewer utility.
7 Qur idea is we provide the exact sane
8 i nformation as inside the CPVRR in a spreadsheet
9 format with all of our assunptions. It's not
10 sonething that -- we just think that it is nore
11 appropri ate when you are | ooking at, you know, the
12 cost basis in a water and sewer utility. You know,
13 we are fine providing both if that -- if that's a
14 conprom se there, just so we can show how we got to
15 our nunbers, but really think it's the
16 appropri ateness, especially for small water and
17 sewer utilities, is our rationale behind that.
18 CHAI RVAN LA ROSA: Ms. d ark.
19 M5. CLARK: Yes, M. Chairman. Just a couple
20 of things.
21 | think on the notice, | sort of want to
22 address it froma practical standpoint first and
23 then a | egal standing point.
24 Supposedl y, you know, you have to give notice
25 to all the custoners. And sonebody in the
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16

1 Panhandl e in gets this notice and goes, what's this
2 have to do with ne? So they start calling, and
3 t hey say, what does it have do with ne? Wy should
4 | care? Well, in the future you may be affected,
5 but two things have to happen. A rate case needs
6 to be filed, and also there needs to be sone sort
7 of consolidated rates, so in the end that you woul d
8 be affected by it. | think it creates unnecessary
9 confusion with the rest of the custoners.
10 And | would point out that under the APA it
11 has to be an actual injury in fact at the tine of
12 the filing of the petition. W know that's not
13 true. And it has to be or immedi ately i n danger of
14 sustaining sone direct injury or adverse effect,
15 and that's not true.
16 In effect, what staff is suggesting, Public
17 Counsel, is that you rewite the standards for
18 entry into a proceeding.
19 The other thing I would nmention on the
20 substantial increase, | would think when the
21 Legi slature put that in the statute, they neant
22 sonet hi ng other than what would normally occur with
23 the pricing increase.
24 Now, we may be wrong on what that should be,
25 and at least in the proceedings on this, we did
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1 coment that we didn't think it should be the price
2 i ndex. It should be sone increnent indicating a
3 substantial interest -- | nean, indicating a
4 substantial increase.
5 If I may, | would |like to save ny opening
6 comments kind of reflected that | wasn't brought up
7 in the south. | should have conplinented the staff
8 on how hard they worked on this rule. W really
9 appreciate all their work on it, and | particularly
10 appreci ate them educating ne on what they are up
11 agai nst as far as working with the APA, and trying
12 to get arule that will pass nuster over there. So
13 t hey' ve been very hel pful to us. They've
14 consi dered everything we brought forward, and we
15 appreci ate them doi ng that.
16 Thank you.
17 CHAI RMAN LA ROSA:  Thank you.
18 MR, FRIEDVMAN. M. Chairman, mght | nmake one
19 coment ?
20 CHAI RMAN LA ROSA: Sure, M. Friedman, you are
21 recogni zed.
22 MR. FRIEDVAN: | have not heard whet her staff
23 was opposed to putting a de mnims exception of
24 the noticing. And we had this, as the staff
25 mentioned, it's the sane rule that we have in an
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1 amendnment. And we have run into that in snal
2 anendnents that we do, and we've got to file an
3 application for a rule waiver, and all of what that
4 goes through, you know, JAPC, and publishing, and
5 an agenda. That's an arduous ti ne-consum ng
6 process to get a rule waiver. So | would be
7 interested to see if the staff had any inclination
8 for a de mnims exception fromnoticing existing
9 cust oners.
10 And then again, this substantial thing just
11 defies logic. How the index could be a substanti al
12 I ncrease just blows ny m nd.
13 CHAI RMAN LA ROSA: | know we are getting
14 antsy. W are going to get a shot at this in a
15 second. | amgoing to go to staff.
16 Do you mnd clarifying the question just asked
17 by M. Friedman?
18 M5. SAPQZNI KOFF: Certainly. And | apol ogi ze,
19 | recognized that | had failed to address the
20 comments regarding the price index inny initia
21 response.
22 At the workshop, there was absolutely no
23 consensus, and there was no consensus in any
24 coments received after the workshop as to what a
25 substantial individual increase in rates would be.
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1 Suggestions were all over the board, and everyone

2 decided it was very hard to define.

3 Wil e the index, you know, could be considered

4 a mnimumincrease, and that allows the utilities

5 to conme in and get an increase in rates w thout

6 having to bring it to a hearing, we felt that's a

7 pretty bright line that then if it's over that,

8 then that could be considered substantial .

9 So, you know, otherw se, we are |ooking at,
10 you know, 25 percent. WelIl, why not 20 percent?
11 Way not 15 percent? Wiy not 30 percent?

12 If this rule noves forward, it would need to
13 be able to withstand chall enge to not being

14 arbitrary. And w thout having any particul ar

15 justification for a certain percentage over the

16 price index versus any other percentage that has
17 been suggested over the price index, or any other
18 suggestion for an alternate way to evaluate it, |
19 think we woul d have a hard tinme saying why that

20 wasn't -- you know, any percentage we kind of

21 pul l ed out of thin air would be -- would not be

22 arbitrary.

23 So by linking it up to sonething that we have
24 set in stone, and just saying, if it's over it at
25 all, then that's a fairly bright line in that we
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



20

1 have al ready indicated one is not substantial and
2 now this woul d be substanti al.
3 In ternms of the de mnims inpacts, the only
4 response we received fromanyone in response to the
5 SERC questionnaire indicated that it would cost
6 anywhere between nine and | think 31,000 to conply
7 with the notice. And certainly, you know, | ooking
8 out for the smaller utilities, 9,000, that's not a
9 substantial inmpact on the utility to have to
10 provi de notice, even the 31,000 on the | arger side;
11 particularly, since what we are |ooking at here is
12 ot herw se precluding potentially affected
13 residents, custoners wll have an opportunity to
14 cone in and chall enge sonething that they woul d not
15 ot herwi se be able to have any input on.
16 CHAI RVAN LA ROSA: And just for clarification,
17 how many wor kshops were there?
18 M5. SAPQZNI KOFF:  There was one wor kshop.
19 CHAI RMAN LA ROSA: Al right. Commi ssioners.
20 Comm ssioner Clark, | know you are antsy. You are
21 recogni zed.
22 COMM SSI ONER CLARK: | studied this one nore
23 than | did the tax code. Just a couple of
24 observations, and I wll address, | guess, the
25 Conmm ssion -- Conm ssioners, as nuch as anyt hi ng.
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1 My mar kups of the proposed changes, | don't
2 have any major -- didn't have any major issues, but
3 I think, in hearing sone of the conversations, the
4 if available -- if available qualification that's
5 put in there, if we change that to "if existing"
6 woul d that nmake a substantial change? Wuld that
7 suffice both sides?
8 | understand that sonething may be avail abl e
9 but it may not exist yet. W have it in here as a
10 requi rement, and | see the qualification of if
11 exists -- if the docunent exists being a
12 conprom se.
13 MR HETRICK: | don't mind responding to a
14 little bit of that as | understand it, Chairman
15 Cark -- or Chair d ark.
16 The if available, in our view, we put in this
17 rule if avail abl e under certain circunstances where
18 the information, the utility may not have that
19 i nformation avail abl e, we have accounted for that
20 in the petition requirenents.
21 In this particular requirenent, that
22 information is available in the formthat it exists
23 with DEP or the Departnent of Health, as Susie.
24 The problemis if you put if available or if
25 existing here, the utility may not have it, and it
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1 allows themto say, we don't have it, and then it
2 -- it's difficult for us to cone back and get that
3 i nformation, even fromthe health departnent or the
4 Departnent of Environnental Regul ation.
5 So we have tried to be acconmodati ng and put
6 i f avail able throughout the very petition
7 requi rements where they may not have the
8 information available. And certainly if this
9 information is not available, we are not going to
10 sit there and hold their feet to the fire.
11 So that's kind of our response to the if
12 avai |l abl e.
13 COMM SSI ONER CLARK: | understand. But if you
14 changed it to if existing, wouldn't that acconplish
15 the sanme thing and satisfy both parties?
16 M5. SAPQZNI KOFF: | think it would still pose
17 a problem \When they file the petition, the one
18 thing the staff is going to do immediately is
19 review the petition to determne if it's conplete,
20 if it neets all the statutory requirenents, and as
21 further expounded by the rule. If that isn't in
22 their and staff goes back to the utility and goes,
23 how conme you don't have X, Y, and Z in there. |If
24 t hey have an explanation as to why it doesn't
25 exi st, then the petition could nove forward as
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1 bei ng conpl et e.
2 So it wll have an opportunity for themto
3 bring it up. This is just information that we know
4 does exist, should exist, and they should be able
5 to access fromthird sources, even if the utility
6 bei ng acquired wasn't great on recordkeeping. And
7 as stated before, this exact |anguage was pulled
8 out of another rule, where it's not proven to be a
9 problemfor themto get this informtion.
10 MR, ClI CCHETTI: Conm ssioner, we also
11 anticipated that if the -- there was a reason why
12 it didn't exist, the conpany could request a rule
13 wai ver .
14 COMWM SSI ONER CLARK:  Well, isn't that the
15 purple of doing the rule nodifications now, is to
16 keep fromhaving to do rule waivers in the future?
17 MR CICCHETTI: Well, we think that the
18 information is necessary, and if there was sone
19 reason why it wasn't available, then they would
20 request a rule waiver.
21 COMM SSI ONER CLARK: Ckay. But | amstil
22 saying that if the docunent exists or it doesn't
23 exist, | nmean, that's proof wthin itself. You
24 don't have to go beyond that to say it's avail abl e.
25 | see we are dug in there. | amnoving on to the
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1 next one.
2 The CPVRR, woul d the satisfying both parties
3 if -- 1 realize | assuned that we are trying to get
4 sone specific information into the rate filing by
5 i ncl udi ng your spreadsheet in the CPVRR as opposed
6 to just putting what the staff is asking. |If you
7 are goi ng above and beyond that, staff, can we
8 require that they submt their own spreadsheet as
9 wel | as your forn? |Is your formgoing to require
10 any vol um nous anount of work that's extra? Can
11 t hey popul ate your formfroma spreadsheet? |
12 assune this is a pretty sinple task.
13 MR ClI CCHETTI: Conm ssioner, we've always
14 antici pated that the conpany could add whatever it
15 is else that they wanted to. W just thought
16 having this basic information, which is all related
17 to revenue requirenents, which applies to all
18 i ndustries, would be just the mninum They could
19 present whatever el se they wanted to the
20 Conmmi ssi on.
21 COMM SSI ONER CLARK: If their spreadsheet
22 I ncl uded everything that you are requiring, do you
23 have to have the formfor a very specific reason
24 that you need that form or is the information in
25 itsel f enough?
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1 MR, CICCHETTI: Well, we just wanted it
2 uni form and nake sure that we would get the sane
3 thing every tinme, and we would get it at the
4 begi nning of the process, and not have to go
5 t hrough di scovery to ferret out what it is that we
6 definitely need.
7 COMWM SSI ONER CLARK:  Ckay.
8 MR, COX: Comm ssioner, that's great with us.
9 It's a both and piece that we are | ooking for.
10 COMWM SSI ONER CLARK:  Ckay. Got cha.
11 And ny other observation is, again, comng up
12 wth what is a substantial rate increase, |
13 understand. |If you go back and | ook at the index
14 for the last five years, we've been all over the
15 board with that nunber. It's 1.1, | guess. Last
16 year was, what, six, alnost six |ast year, or a
17 little over six.
18 | think that is -- that is saying that this is
19 what is due in a year's tinme. | think anything
20 above that could be considered a substanti al
21 increase. | don't think that it rises to the |evel
22 of 25 percent. You know, you naeke a change in ny
23 bill of 10 or 15 percent, that's substantial to ne.
24 And ny suggestion is that, and this is as
25 arbitrary as it gets fromthe perspective of | am
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



26

1 going to throwit out there, is that we |ook at a
2 15-percent nunber. |If the rate increase is going
3 to be beyond 15 percent, that we would require the
4 rate stabilization plan. That's just a suggestion
5 I woul d make.
6 And noving on, the last thing -- | amsorry,
7 let me find ny notes. Onh, the notification. So |
8 guess ny concern with the notification and how t hat
9 is going to work is that | don't think you should
10 have to notify custonmers that are not going to be
11 affected either. However, if you are going to
12 have, or nmove into consolidated rates over the
13 period of tine before a rate increase woul d take
14 pl ace for that individual conpany, then |I think you
15 shoul d have to notice that. That's the only
16 di fference.
17 There is not going to be a financial inpact on
18 a set of custonmers that are not under consoli dated
19 rates through this acquisition process. It's only
20 going to effect those that are being acquired. So
21 my -- if you can figure out a caveat there to word
22 It as such as that unless custoners are going to be
23 substantially affected, then | don't see where we
24 shoul d require notification of anybody outside that
25 gr oup.
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1 They all have a puzzled | ook on their face,
2 M. Chairman, when | said that.
3 MS. CLARK: M. Chairman.
4 CHAI RMAN LA ROSA:  You are recogni zed.
5 M5. CLARK: | do think that they will have the
6 opportunity to do that. First of all, the rate
7 case has to be filed. It has to be a consolidated
8 rate case, and they have to be asking for
9 consolidated rates. At that point the custoners
10 say, wait a mnute, | don't think that anount that
11 was given in the acquisition adjustnent, or
12 what ever, should be applied to nme. That's the
13 poi nt at which they can contest that.
14 The other thing is it may be that by acquiring
15 this, their rates actually are going to go down by
16 bei ng consol i dated, so they are not adversely
17 affected at all. And | think that's why the APA is
18 witten that way.
19 CHAI RMAN LA ROSA: | amgoing to ask staff in
20 A second for the consolidated perspective in this,
21 but I want to go to OPC first.
22 M5. CHRI STENSEN: Yes. And while we
23 appreciate if there were no prospective chance of
24 t hese custoners ever being affected, they woul dn't
25 need notice, clearly. But utilities such as CSRW
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1 have conme in for consolidated rates and

2 consol idated rate cases, and they -- and we've seen

3 a lot nore of that frequently. And because the

4 customers --

5 You know, the utility is the only one that

6 knows whether or not they are going to file a

7 consol i dated rate case at the next rate filing.

8 And therefore, if you put in that caveat into the

9 rule that, you know, if their rates are going to

10 be -- or if they are going to be substantially

11 affected by a consolidated rate case, it would --
12 it may create a problemif, for sone reason, you do
13 t he market eval uation, you do the approval process,
14 and at that point in tinme, the utility was not

15 contenpl ati ng consolidating rates, and then after
16 that's conpleted, for other business reasons they
17 decide, well, now we are going to consolidate. Now
18 you have got a group of custonmers who potentially
19 never had a notice at the appropriate tine to

20 protest the market evaluation that's been approved,
21 and | think it would be very difficult for those

22 custoners when they will be affected in the next

23 rate case, and when rates are consolidated, to

24 prot est whether or not that approved narket-based
25 rate is going to be applicable to them because it
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1 beconmes part of the whol e consolidation.
2 And it's very difficult to unpeal an onion
3 once it's, you know, once it's grown. | nean, it's
4 al ready baked into the way the utility cones to you
5 for consolidated rates. | think it would be very
6 difficult, if not inpossible, to undo at a |ater
7 time. You do have sone adm nistrative efficiencies
8 that attach once that decision has been nade by the
9 Commi ssion in an earlier date.
10 COMM SSI ONER CLARK:  May | respond?
11 CHAI RMAN LA ROSA: Yes. Sure. Conm ssioner
12 d ar k.
13 COMM SSI ONER CLARK:  So how do you have a
14 situation where you change fromrequesting none
15 consol i dated rates to consolidated rates and not
16 havi ng a point where you could notify custoners at
17 that point. Wuld that not require -- would that
18 not require any different actions?
19 M5. CHRI STENSEN. Al | am pointing out,
20 Commi ssioner, is at the point that you would notify
21 all of the custoner base that they are going to get
22 consolidated rates, if it already has -- if a
23 utility's system has al ready been approved for
24 mar ket rates at a previous date and tine, it's
25 going to cone into whatever the consolidation is
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with that rate base approved. And I don't think
you can unapprove it -- those custoners that are
going to be affected now by the higher rate base
can't cone in and chall enge that market base rate
that was established in an earlier tinme. And I
think that's the problemthat we are tal king about
here, and | think that's the problemthat staff was
potentially attenpting to address.

So that's really the scenario we are tal king
about, is you acquire a system You request the
approval for the market-based rates. You don't
address all the other systens that are owned by
that utility owner. The market-based rates are
approved for that one system They cone in in two
years, ask to have their systens consoli dated.

That rate base has been approved and then cannot be
undone even if the other custonmers who are going to
have their rates potentially be higher. It is
correct, they could be Iower, but it is also
correct they could go higher. They don't have a
point of entry to protest that a market-based rate
was approved in an earlier point in tine.

COMM SSI ONER CLARK: But does it w thdraw the
Conmm ssion's jurisdiction over approving that?

That's --
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1 MS. CHRI STENSEN: Well, the Conm ssion, at

2 sone point, once you approve a narket-based rate

3 for autility and the utility relies on the

4 Comm ssion's approval of that market-based rate,

5 you do have administrative finality that attaches

6 to that order

7 Now, | have seen in certain cases where the

8 Commi ssion at the tine it orders it with like, you

9 know, with the acquisition adjustnent puts in

10 caveats that if, you know, if cost savings aren't
11 materialized in five years, we can take the

12 acqui sition adjustnent back, but that's on a going
13 go forward basis.

14 | think you have sonething a little bit

15 different here, because what you have here is you
16 are establishing a rate base going forward in tine.
17 And so | think you may have admnistrative finality
18 I ssues that attach once the Comm ssion has approved
19 t hat .

20 MS. SAPOZNI KOFF: I n this case, the statute

21 actually mandates that the rate base val ue

22 established in the proceeding, the alternative

23 proceedi ng, shall be used in the next rate case for
24 that acquired utility.

25 So the -- unlike with the acquisition
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1 adjustnent rule, there is some flexibility. There

2 Is not flexibility here.

3 MR, CI CCHETTI: And anot her consideration that

4 we were thinking about is we want the rule to apply

5 it to a wde variety of circunstances, and there

6 could be a situation allowed under the statute,

7 al l owned under the rule, where a utility pays a

8 signi fi cant anmount above book val ue, which the

9 Commi ssion only allows a fraction of. And then

10 that could affect the parent conpany to the extent
11 that this he have, you know, spent a significant

12 anount of noney that they are not earning a return
13 on, which may affect their credit netrics and coul d
14 result in anything fromincreased cost of borrow ng
15 noney to bankruptcy. And so we just wanted to nmake
16 sure we had a robust enough notice requirenent that
17 there is not going to be a situation that gets by.
18 CHAI RVAN LA ROSA: Commi ssi oner G aham

19 COMW SSI ONER GRAHAM  Thank you, M. Chair man.
20 A coupl e of things popped in ny head when |

21 read through this. Nunber one was the appraisal.
22 According to what | see here is the utility gets to
23 pi ck an appraiser, the buyer gets to pick an

24 apprai ser, and then the staff gets to randomy pick
25 appr ai sers.
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1 The problem | see is the utility is going to

2 want to pick the appraiser that picks the highest.

3 The buyer is going to want to pick the appraiser

4 that picks the highest, and the staff is random

5 So then you are going to have the propensity for

6 everybody to be appraising high.

7 Wiy don't we just do all three appraisals

8 randonf? Because it's a list of all qualified

9 people. |If they are all random and we do the

10 average of the random | think that works out best
11 for everybody. That's nunber one.

12 Nunmber two, the index. | read through this,
13 and | thought the index was a clever idea. It

14 flexes with the econony, but | agree with the

15 utility, the index, it's not substantial. In ny
16 opinion, the index is basically the mninmmor the
17 -- what's normal. | think it needs to be higher

18 t han the index.

19 Now, this is where it conmes to where Gary and
20 staff was tal ki ng about how nuch hi gher than the
21 index? | think it should be tied to the index.

22 Maybe you nmake it 20 percent higher than the index
23 or your 15 percent hi gher, whatever you want to do,
24 but | think it should be tied to the index, but it
25 shoul d be nore than that index nunber because, once
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1 again, | think that's -- | think that's nore of
2 what's normal, not substantial, because when we
3 cane up with the whole idea of the index, that was
4 never considered to be substantial, substantial has
5 got to be higher than the index.
6 COMWM SSI ONER CLARK: M. Chairman, if | my, |
7 agree with Comm ssioner G aham | was thinking
8 about this. If we -- you want to try to keep
9 sonething that's not as arbitrary, if we did a
10 factor of the price index and naybe said three
11 times the price index, if we are -- you know, if we
12 are at two-a-and-half, three percent price index.
13 If we said three tinmes that, we would be at 10
14 percent differential, or we could say four tinmes
15 the price index to keep it frombeing at this
16 arbitrary nunber that we cane up with. | guess
17 with four tinmes or three tines, it would be
18 arbitrary, but it's tied to sonething substanti al .
19 COMW SSI ONER GRAHAM  What ever the nultiplier
20 is, | just think the index is the mnimum | nean.
21 And you guys can work out what that nmultiplier is,
22 or we here as a conmm ssion can deci de what t hat
23 multiplier is, but I don't think the index should
24 be -- should be the nunber.
25 COMWM SSI ONER CLARK:  Agr eed.
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1 MR. BAEZ: Conmi ssioners.
2 COW SSI ONER GRAHAM  Yes.
3 MR, BAEZ: | just wanted to lend a little bit
4 of context to why it wound up at the index. |
5 nmean, you have heard a nunber that, you know, that
6 a nunber that's agreeable to everyone, a threshold
7 that's agreeable to everyone is pretty difficult to
8 pin down. | nean, you ask 20 people, you will get
9 20 different. So that put us in a posture to be
10 searching for a standard bel ow which no one has any
11 concern.
12 I n discussions, at least in ny mnd, is why we
13 | anded on the index was the index is a nunber, it's
14 a threshol d bel ow which there is no process. You
15 don't have -- it's not -- you don't have to file
16 anything. You don't have to justify anything. It
17 is the index. It is set outside of the building so
18 we don't get into the is 20 too much, is 15 too
19 little, and so forth. | mean, you have experienced
20 that various conversation at the dais today.
21 It's set outside. It's not -- and it is a --
22 it is a point at which the Comm ssion doesn't
23 necessarily require any process. |t doesn't junp
24 into action. That nunber is a given.
25 If awutility off the street wanted to -- say,
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1 the index was 12, for exanple, and they wanted to
2 raise to 13. W would -- we would require filings.
3 We woul d require paperwork and petitions and
4 pr ocess.
5 Keep in mind that this threshold only applies
6 to whether they have to file certain
7 forward-1ooking information with the Comm ssion.
8 One of the biggest -- one of the biggest questions
9 that the Comm ssion always has is howis this going
10 to inpact rates. | think we had a little bit of
11 the conversation earlier today on another rule.
12 This is -- that's what the index is applying
13 to, is whether this commssion is going to want to
14 | ook at what the -- what the -- what the rates are
15 going to be, how they are going to be inpacted in
16 the future.
17 Is it -- is it too low? Perhaps. The way
18 y'all seemto be going is to peg it to sone, you
19 know, sone different variety of index, and that
20 probably woul d be perfectly acceptabl e.
21 | wanted to | et you know what the staff was
22 thinking as to, well, thereis -- there is a point
23 at which we don't get involved. That's the index.
24 Beyond that, we get involved. And if you |ook at
25 It at that -- at that point, | think -- | think you
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1 see where we start, the Comm ssion itself starts
2 requiring nore information. Anything above that
3 I ndex, right? Same principle here.
4 You are right. You can -- you can pick a
5 nunber and let it -- let it have sone rationa
6 basis to it, so that it's not arbitrary, | guess.
7 COW SSI ONER GRAHAM Wl | - -
8 CHAI RVAN LA ROSA: Commi ssioner Clark has a
9 point on this.
10 COMM SSI ONER CLARK:  And just to add -- |
11 understand that that's why we canme up with the
12 price index. Wat we are |ooking at here is a
13 utility conmpany that is buying a nonviable utility
14 conpany. There is a presunption here, | think,
15 that we can all just l[ive with, that the price is
16 going to go up or it would have been a viable
17 utility to begin wth.
18 So | think the point I was trying to | ook at
19 is that you are asking to file a rate stabilization
20 plan, a five-year rate stabilization plan. Do you
21 really need one when the presunption should have
22 been, yeah, there is going to be increases here
23 anyway, and so let's set a nunber that doesn't
24 require the stabilization -- rate stabilization
25 plan that is a nore reasonabl e expectati on of
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1 what's going to happen over the next five years

2 than just saying if it's a 1.1 increase, assum ng

3 that's the index, well, yeah, they are going to

4 have to do a rate stabilization plan every five

5 years.

6 MR. BAEZ: Conmi ssioner, | understand -- |

7 under stand your concern. The only -- the only

8 thing that | would gently disagree with is that

9 there is no presunption that these are -- that

10 these are any troubl ed systens, or this is -- this
11 rule applies to conmercial transactions in the

12 main. Arms-length transactions, we -- we trust,
13 but there is no requirenent in this rule for the
14 application of this rule that it be a troubled

15 system That probably resides sonmewhere el se.

16 This is straight up business deal. Does it nake
17 sense financially for a buyer, and certainly does
18 it make sense financially to a seller? 1t's on

19 econom c ternmns.

20 So I don't know that that changes your -- the
21 underlying presunption. | nmean, you know, what is
22 -- what is too lowto be requiring nore

23 docunent ati on?

24 Having said that, | can understand the policy
25 about having it alittle bit nore streamined and a
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1 little bit easier, nore incentive to acquire
2 troubl ed systens. And | think you wll visit that
3 conversation in the acquisition adjustnent rule
4 that's comng up. But this one, keep in mnd,
5 these are -- these are -- can be the healthiest of
6 systens. It just nmakes sense for sonebody to cone
7 in and acquire them
8 Thanks. Thank you.
9 CHAl RVAN LA ROSA: Commi ssioner Graham we are
10 back to you.
11 M5. SAPQZNI KOFF:  And if | could just add, if
12 it's okay. One of the things this conmssion is
13 going to have to consider under the statute, and
14 whet her to approve the alternative rate base is
15 whet her there are rate reductions or rate stability
16 over a long-termperiod. So the nore we show
17 through a rate stabilization plan that there is
18 going to be rate stability, it enables this
19 comm ssion to do what it's required to do under the
20 statute.
21 COW SSI ONER GRAHAM  Thank you, M. Chair man.
22 M. Baez, | respectfully disagree. | think
23 the intent of the legislation, when it says
24 substantial increase, is sonething above the index.
25 What ever above the index is sonething we can have
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t he di scussion on.

MR BAEZ: | don't disagree, Conm ssioner. |
think where -- | think where we all get caught up
is that | think I"'mpretty sure everyone agrees
that a significant individual increase in rates is
a--isatermthat is subject to interpretation,
and the -- and where our starting point was was to
identify sonething that is not subject to
interpretation, i.e., an objective -- an objective
st andar d.

The only objective standards that certainly
exist in our world are things |ike the index, where
it's set and we -- and we offer no requirenent of
docunentation or process. |It's not a nunber that
we conme up wth.

The second we -- second we engage in whatever,
you know, whatever voodoo we do here to cone up
with a nunber is subject to scrutiny under whether
it was arbitrary. W have to support where it cane
from And certainly, we can go through -- we can
go through that process here, but that is the
vul nerability of comng up with a nunber that
al ready doesn't exist.

| am-- | won't disagree with your feelings

that it may be too low. | would tell you, renenber
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1 that this really -- this threshold really only

2 triggers to the requirenent to file information

3 that the Comm ssion -- that you all regularly have

4 concerns about, and rightfully so. Howis -- how

5 are the rates going to be inpacted into the future?

6 It's a commobn question that gets asked in any

7 nunber of context here where rate setting is

8 i nvolved. And this arguably -- although, others

9 may tell you differently, this arguably is on the
10 path to rate setting, and that -- that's the reason
11 for erring on the side of nore information rather
12 than | ess.

13 CHAI RMAN LA ROSA: Conmi ssi oner G aham

14 anyt hing further?

15 COW SSI ONER GRAHAM  Thank you, M. Chair.

16 Once again, | disagree. | think that, once

17 again, | thought the index was a clever idea, but I
18 think that the index is a mninmmand should not be
19 consi dered what the |egislators thought when they
20 wer e tal ki ng about substantial.

21 The other thing is, and | believe with -- |

22 agree with Comm ssioner Cark, when he said if the
23 information exists. | think we are saying the sane
24 thing that staff is saying, because if it exists,
25 the utility still has to provide it. |It's not |ike
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1 the staff has now got to go get it. The utility
2 still has to provide it, and our 80-day cl ock, or
3 however many days it was, starts when the utility
4 provides all that information. It's not during
5 di scovery. It's all that stuff.
6 So I think we are saying the exact sane thing.
7 And | agree with M. Cark, | think it eases the
8 tension fromthe utilities, and it does exactly
9 what staff is asking for.
10 And there was one other one. And | was goi ng
11 to get into the whole notice thing, but | wll
12 | eave for sonebody nore smarter than |I.
13 So the appraisal, as | said before, | think
14 that all three should be random | think it should
15 be sonething nore than the index, and we can
16 di scuss that, or decide how we are going to cone up
17 with that nunber, and if the information exists.
18 Thank you, M. Chairman.
19 COW SSI ONER CLARK: There are three
20 appraisals in this docunent.
21 CHAI RMAN LA ROSA: It's not in -- it's not in
22 that, correct?
23 M5. CLARK: M. Chairman, we have sone
24 response to the comments nade.
25 CHAI RMAN LA ROSA:  Yeah, give ne one second.
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1 COMM SSI ONER CLARK:  We are | ooking at
2 25-30-0372 right now, right?
3 CHAI RVAN LA ROCSA:  Yes.
4 COMM SSI ONER CLARK: | amsorry. \Were is --
5 COMM SSI ONER FAY: It's page five of the
6 reconmendation on itemtwo, where the rul e speaks
7 to appraisals, subsection (2), paren (2).
8 CHAI RVAN LA ROSA: Conmm ssioner G aham s
9 recommendation is new, but the appraisals are in
10 t here.
11 COMWM SSI ONER CLARK: Page five.
12 COW SSI ONER PASSI DOMO.  Par agr aph two.
13 COMM SSI ONER CLARK:  |'m | ooki ng at the w ong.
14 kay. | -- this docunent. Gotcha. Thank you. |
15 amsorry. M/ apol ogi es.
16 CHAI RVAN LA ROSA:  So | ook at -- yeah, |ook at
17 section two of the rule, the proposed rule.
18 M5. SAPQZNI KOFF:  So on the rule that's
19 attached to the recommendation, it would be page
20 12, starting at line 15. And line 18 is where
21 specifically the choice, or the process of choosing
22 the appraisers is.
23 CHAI RMAN LA ROSA: Conm ssioner O ark, before
24 you get started, continue to look for it. That's
25 init in ny book.
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1 COMWM SSI ONER CLARK:  Thank you.
2 CHAI RVMAN LA RCSA: So, Conm ssioners, so
3 obvi ously we've heard from Conm ssi oner G aham
4 we' ve heard from Comm ssioner Cark. Conm ssioner
5 Fay, | amgoing to recogni ze you here in a few
6 seconds. Comm ssioner Passidono, | will cone to
7 you if you would i ke to speak on this.
8 What | would like to do is all of us kind of
9 have our input. Cbviously, there is a |ot of
10 di scussion, a lot of noving parts, maybe a lot to
11 reconsi der, maybe not. W wll see.
12 So after we've all spoken, | would like to
13 take a quick break, and I wll say a few nore
14 comments right before we get to that dependi ng on
15 where exactly we are. So just that we don't
16 necessarily feel rushed, and we have to decide on
17 certain things, | want to nake sure that everyone's
18 i nput is considered. W thoroughly talk through
19 it. And | think the way | may do it is break it
20 down, at least for this rule, break it down per
21 section, but we wll cone back to that.
22 Commi ssi oner C ark, do you have sonething to
23 say specifically on the appraisals?
24 Ckay. Conmm ssioner Fay, you are recognized.
25 COW SSI ONER FAY: Thank you, Chairman La
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1 Rosa, and | hopefully can make this a little bit

2 easier, since | amlast year Chair, ny opinion is

3 the only one that matters, so we can go ahead and

4 i gnore the conmmentary.

5 CHAl RVAN LA RCSA:  So you cut two of us out.

6 COMM SSI ONER FAY: Exactly.

7 So, no, |, you know, I mght, you know, be one

8 of the only people, but | really appreciated the

9 debate. | nean, this is the goal for both of these
10 rul es, we have anot her one comng after this, |

11 nean, the idea is toreally try to inprove the

12 current situation. Sone of us should spend sone

13 time in DC wth other regulators. This is a

14 challenge in every state, and we are trying to

15 figure out ways to inprove consolidation and

16 I nprove the systens for the custoners, and nmake a
17 vi able way to do that.

18 And so | think, you know, it mght sound |ike,
19 because of our differences in opinions on sone of
20 this language, that it's a negative thing. |It's

21 quite the contrary. | mean, | think we are trying
22 to nove sonething forward. And the nature of the
23 beast is that, you know, nost agencies, if you have
24 a single individual, a secretary of that agency,

25 they roll out the rule. W do all of this in the
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1 public. | nean, we are nore transparent in this
2 process than maybe any other entity, and so | think
3 It makes it challenging to rule forward.
4 Il wll give sort of ny just quick comments
5 then on the various sections, and then to your
6 poi nt, Comm ssioner La Rosa, or Chairman La Rosa, |
7 think the idea of, you know, we are definitely
8 going to have pretty nmuch everybody unhappy and
9 pretty much everybody happy, to a certain extent,
10 in the rul emaki ng process, and that nay be a
11 healthy thing. But | really do want consideration
12 as to the entities that mght be inpacted by this,
13 because |I think unlike ItemNo. 3, Item No. 2
14 creates a nore narrow scope as to who woul d be
15 I npacted and what that would nean. And if we are
16 putting a rule forward that does not inprove the
17 situation for conpani es under that consolidation
18 process, then, you know, | think we have to revisit
19 that, and nake sure, you know, the goal is
20 acconpl i shed.
21 | | ove Conmm ssioner Grahanis idea on the
22 random apprai sal process. | think, arguably,
23 probably out of all of us it, he knows nore about
24 this topic of water, which is becom ng nore and
25 nore, you know, relevant on a national |evel.
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1 The CPlI verse, kind of the nunmber of that, the
2 only thing | really want to be clear about that is
3 based on this discussion, | think any nunber we
4 cone up with is the opposite of arbitrary. | nean,
5 we are trying to find a threshold that we think is
6 appropriate that neets that definition of
7 substantial. And so where that trigger is, maybe
8 some will get in, some will not, depending on that.
9 W can't see the future, but we are trying to be
10 really, really thoughtful about what that nunber
11 could be. And if it's tied to an index or it's a
12 speci fic nunber that we cone up with, |like, | just
13 -- | don't see that, based on this discussion,
14 being arbitrary in any way. | think it's us really
15 trying to find what woul d neet that appropriate
16 t hreshol d, where we don't open it on everything.
17 Maybe from an i ndex perspective it's not enough,
18 but we don't open it to everybody, and so | think
19 that's, you know, our goal at the end of the day,
20 and | think we will be able to come up with
21 sonet hing that does that.
22 The reports, to ne, | disagree wth argunents
23 presented. Wen | read these -- and | know
24 Comm ssioner Clark spent sone tinme at DEP. | am
25 pretty sure all of these are public record. It's
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1 DEP, health -- county health. | nean, these seem
2 l'i ke public entities where the infornmati on would be
3 avai l abl e, including the correspondence they
4 recei ve back fromthe entity.
5 So it may be really difficult for one of these
6 small utilities to access that information based on
7 their system or whatever is available. But if
8 it's sonmething where the Comm ssion woul d engage
9 with those public entities to naybe get that
10 information, | amnot opposed to that. | just
11 think that those docunments are avail abl e.
12 And then lastly on the notice provision, |
13 think the due process argunent is a very
14 significant conponent of this, and |I take that
15 extrenely seriously. | don't knowif a threshold
16 as opposed resolves that, and | think that's the
17 di | emma here.
18 | don't like the idea of the exanple M.
19 Fri edman gave where thousands of custoners, and you
20 acquire sonmething that's 100 custoners and, of
21 course, we would only be speaking to the custoners
22 that are wwthin Florida. |If a larger entity has
23 custonmers outside Florida, they wouldn't require
24 notice. But that cost, you know, m ght be somewhat
25 of what a deterrent, and that's concerning to ne.
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1 | don't feel confortable sort of trading that with
2 notification to custoners and the due process
3 conponents that conme with that.
4 So maybe there is a better way to do that
5 cheaper. | think the estinmate of 31,000 for
6 di stribution of custoner notice is, you know, it's
7 a nunber that would inpact custoners for sure, and
8 | am concerned about it. But there -- maybe there
9 is another way to do that to ensure that we check
10 t hat due process box, but also don't create a
11 deterrent.
12 And so | really want to thank ny col |l eagues
13 for the debate on this. | appreciate you listening
14 to me even though you don't think nmy opinion is the
15 only one that matters. And, you know, | think
16 hopefully with this rule and the next one, we wl|
17 be able to nove sonething forward that really
18 reflects how thoughtful this conmssion is in the
19 wor k that we do.
20 There are states that are struggling right now
21 because they nove too quickly to try to resol ve
22 sone of these issues, and we don't want to be there
23 either. So | think this is a perfect resolution to
24 us trying to get it right. And | don't think it's
25 easy, and so | appreciate, M. Chairman, you
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1 |l etting us have the tinme to debate this publicly to
2 get it as right as we can.
3 Thank you.
4 CHAI RMAN LA ROSA: Absolutely. And, you know,
5 very well said. And this is -- you know, other
6 states are considering simlar |egislation that was
7 obvi ously, you know, done their |egislature, and
8 certain comm ssions are now | ooking at the
9 rul emaki ng process.
10 And | have heard a little of horror stories of
11 fol ks maybe noving a little bit too quick, so, of
12 course, | have been very nethodical in our approach
13 to this, you know, paid attention to different
14 neeti ngs, of course, that were happening and the
15 wor kshops, and so forth.
16 Any ot her Conmm ssi oners?
17 Conmi ssi oner Passi donp, you are recogni zed.
18 COW SSI ONER PASSI DOMO Thank you, M.
19 Chairman. | amsorry, nmy allergies are so bad.
20 My -- | had so nuch trouble with this because
21 -- | nmean, as | think we all did. And as
22 Conmm ssi oner Fay has pointed out, |ike, we are
23 having a really thoughtful discussion here, you
24 know, breaking ground CSWR s, you know,
25 recommendati ons of this proposed change.
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1 The notice one, when | read CSWR' s, you know,
2 recommendations, | thought fromthe -- really, from
3 the practical standpoint, as Ms. Cark has pointed
4 out. Like, if I was, you know, a custoner of the
5 acquiring utility but wasn't being affected here, |
6 woul d be very confused by that notice. But then
7 when | talked to staff about this, the due process
8 concerns that are -- that they wouldn't have that
9 chance to be able to put in their objection to the
10 fair market value that we would be granting
11 t hrough, you know, through that initial process,
12 that's -- that's disconcerting.
13 | know that we've -- staff has said that there
14 iIs alot of flexibility in what can go into those
15 notices. That doesn't take away the cost of what
16 t he notices, you know, distributing them would be.
17 But | do want to -- | would hope that, you know,
18 dependi ng on where this all goes up, that the
19 | anguage that's in the notices nakes it very, you
20 know, obvious to those custoners about when and
21 where they are going to be affected. Plain
22 | anguage is really inportant.
23 As far as the substantial increase in rates, |
24 have to agree, you know, w th Comm ssioner G aham
25 | don't see how the price index, | don't see that
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1 as, you know, it's, you know, the dictionary
2 definition substantial, | don't see that
3 necessarily. But, again, whether comng up with
4 sonme nunber here, if that's arbitrary or not.
5 | am hoping that within our discretion as a
6 conm ssion, this kind of discussion will be enough,
7 you know, of a backstop to show that it is not
8 arbitrary. That we are having a thoughtful
9 di scussi on about it.
10 I, you know, initially wanted to think about I
11 wonder if we could have extra tinme for us to be
12 able to go through past records to see about when,
13 you know, when certain increases of rates have, you
14 know, historically been significant. | don't think
15 we have that flexibility here.
16 | am kind of confus-- like, | would |ike
17 clarification fromstaff about, you know, in the
18 cover page here. W can -- the rule cannot be
19 deferred. | have worked through the one, Chapter
20 120, and | see that the April 1st. So if we are
21 going to incorporate these changes, when would the
22 -- when we would, we as a conm ssion, have fina
23 approval of that? W have to get it done by Apri
24 1st ?
25 M5. SAPQZNI KOFF: Because April 1st is a
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1 Monday, we would need to get our notice -- send the
2 noti ce of proposed rule to the Florida
3 Adm ni strative Register by Florida, noon on Friday,
4 March 29th, we woul d have to have the rul e | anguage
5 that we are proposing.
6 COW SSI ONER PASSI DOMO: So woul d we have an
7 opportunity -- would we be voting on this, you
8 know, the final -- the final rule again? Yeah,
9 Mary Anne.
10 M5. HELTON:. This is your opportunity to
11 propose a rule. So the rule that you propose by
12 March 29th needs to be the rule that you woul d be
13 confortable with if there were no requests for a
14 hearing and no further discussion fromthe -- from
15 t he st akehol ders at the bench.
16 But this is -- this is your day to choose the
17 rule that you would |Iike to propose unless there
18 are -- is a request for hearing filed after you
19 propose a rule. This will be your only opportunity
20 to |l ook at the | anguage that you propose.
21 CHAI RMAN LA ROSA: So | am contenpl ating as |
22 amthinking out this in ny head. Wat is our
23 notice requirenent for a neeting?
24 M5. HELTON: For a -- it's seven days.
25 CHAI RVAN LA ROSA: VWhen is our next Specia
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850)894-0828 Reported by: Debbie Krick



54

1 Agenda?
2 M5. HELTON: You nean Internal Affairs?
3 CHAI RMAN LA ROSA: CQur Internal Affairs.
4 M5. HELTON: The 26th of March, the norning of
5 the Florida Power & Light -- next Florida Power &
6 Li ght heari ng.
7 CHAl RVAN LA ROSA: And | am not proposing
8 this. |If there was -- if there was a discussion to
9 hear this then, would there be any conplications
10 with getting it out that Friday, the notice?
11 M5. HELTON:. There would be sufficient time to
12 file a notice so that you could neet and di scuss
13 this. | guess the timng issue woul d be whet her
14 you woul d want staff to file another
15 recommendation. | amnot sure whether there would
16 be tinme to follow that conplete process.
17 CHAl RVAN LA ROSA: (Ckay. The reason | am
18 asking that is, so there are no assunptions, is
19 that we know everything we've got in front of us,
20 because | think that was a good question and
21 statenent, however, it was done one direction or
22 the other, but | understood it by Conm ssioner
23 Passidonb. | just want to rmake sure we all
24 under st and what our options are.
25 kay. So let's pick up alittle bit where we
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1 left off. W are going to take a break. | do want
2 to hear fromthe parties. | did not allow M. Cox
3 to junp in when he wanted to say sonethi ng.
4 t hi nk you have heard fromall of us -- actually,
5 you haven't necessarily heard fromne, which you
6 will here in a second.
7 | want to hear fromthe parties. After we
8 hear fromthe parties, | amgoing to ask if we take
9 a short break. We will see how | ong that break
10 needs to be. And then we will kind of reconvene
11 and chat in alittle bit nore depth as far as the
12 direction that we are going with this. So,
13 parties, be ready.
14 So we've had a | ot of discussion about the
15 change avail able or exists frommultiple
16 Conmm ssioners. | amnot opposed to that. | don't
17 want sonething to be ignored, but at the sane tine,
18 | want to make sure that there is -- we are not
19 prohi biting conpanies fromthe objective.
20 And the objective is, | think, where the
21 di scussion has been with this, and | believe the
22 Legi sl ature was considering, is that we are not
23 | ooking for all acquisitions. W are |ooking for
24 acqui sitions of nmaybe conpani es that are not
25 operating well, right? Were custoners don't have
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1 good servi ce.
2 So just to nake sure, there may be a 300-unit
3 conpany that returns very well, and that's okay,
4 and that's -- in ny opinion, that's fine. | don't
5 beli eve that was necessarily the intent. The
6 intent was to nmake sure that custoners had good
7 service across the board. W are not surprised
8 with sone of these rate increases that we have seen
9 over the years.
10 On the price index, it is very subjective. |
11 t hi nk we are havi ng good debate, and | think we can
12 | and on sonething that then nmakes sense.
13 The noticing requirenment, 100 percent that
14 there is concern fromboth directions. | am
15 listening to our |legal recomendations. | amalso
16 listening to Comm ssioners that are nmaking really,
17 real ly good points.
18 The apprai sal side that was di scussed. |
19 t hi nk Comm ssi oner Gaham | thought that was a
20 phenonenal suggestion. W wll see where that
21 ultimately goes. There is sone precedence that is
22 out there. There is sonme concern when an apprai ser
23 Is picked to do certain things, all of a sudden we
24 start | ooking back in history and seeing that there
25 Is a direction because of sone of the elenents that
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1 you brought out, as far as what we want the
2 appraisals to ultimately ook like. And I'm not
3 necessarily just talking about in the utility
4 world, | amjust tal king about in the general world
5 of apprai si ng.
6 So |l think a third party, or us, that maybe is
7 not subjective to the outconme m ght be maybe a nore
8 fairer -- fairer decision. So let's ultimtely see
9 t hat goes.
10 Il will throwit back to the conpanies starting
11 with M. Cox, if you would lIike to address us, and
12 then anybody that is -- that is present before us
13 that has already commented, you will be free
14 afterwards.
15 M. Cox, you are recogni zed.
16 MR. COX: Thank you, Chairnman.
17 Just -- | wll kind of go in order there.
18 In terms of the appraisers, we've actually
19 seen that work in the state of Texas, has that
20 exact policy. So they vet appraisers. They assune
21 they have a history of doing utility appraisals,
22 and then it's random So | think that's a great
23 approach. It's sonmething we've seen in other
24 states, so we |love that.
25 In terns of the notice, so, one, | wll give
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1 you a practical application of the notice.
2 So if we -- and just use a hypothetical -- we
3 have 30, 000 custoners. Renenber, this fair market
4 only applies to, you know, custoners that are
5 10, 000 connections, either water or sewer or water
6 and sewer. So these are |arger acquisitions.
7 In that case, | think where the notice is
8 confusing is, and Ms. Cark alluded to this, if we
9 buy 10, 000 connections and we, you know, spend $3
10 mllion at fair market, and we have, you know, 45
11 systenms across the state of Florida, even with that
12 fair market valuation. The cost for the custoners
13 on a consolidated basis will go down, because these
14 are larger systens, and |arger systens are actually
15 cheaper to run on an individual basis than snmaller
16 systens are.
17 And so that's a confusing argunent to go
18 t hrough a custoner who's concerned about fair
19 mar ket, and there are a 300-person system but the
20 truth is that they are going to benefit fromthis
21 acquisition. |It's not going to be detrinental.
22 But you can't convey all of that inside of a
23 notice. So now we are creating a bunch of
24 conf usi on.
25 Maybe, in the alternative, a notice could be
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1 inthe bill. W say, hey, you know, for exanple,
2 Central States Water Resources is engaging in a
3 fair market transaction. |f you want nore -- that
4 could affect you. If you want nore infornation,
5 pl ease see the website, or have sonething on the
6 bill so it's not separate insert, so the custoners
7 that are really concerned, they can see. But we
8 are not draw ng, you know, 30,000 questions from
9 peopl e spread all over the state and having to go
10 through a pretty technical explains there, would ny
11 -- maybe a potential other. And then -- what did
12 you say? Yeah, if it exists.
13 And then last, | -- the last thing, | wll
14 just say | appreciate all the conversation on the
15 I ndexes, because that is correct. You are
16 capturing what we view i ndexing, as to Conm ssi oner
17 Graham s point, part and parcel of utility
18 rat emaki ng, so we do believe it shoul d being
19 sonet hi ng above that, so whatever factor it is. So
20 appreci ate the opportunity to comrent there.
21 CHAI RMAN LA ROSA: Any ot her conmments?
22 MR TWOVEY: Thanks, Chair.
23 To go through the sane order. Yes, in the
24 appraisers, | think we would agree to that, the
25 random sel ection. | think, if that works in Texas.
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1 For the noticing, we have a slightly different
2 chal l enge, as we are consolidated a cross the
3 state. So rates, there is potential inpact there.
4 So | would go M. Friedman's suggestion of a
5 certain percentage. |If there is 100 custoners, the
6 I npacted on rates would be mninmum even if there
7 was a lot of infrastructure to be put in the
8 ground, but -- so | think that woul d be confusing,
9 and it as lot of smaller systens. However, if it
10 was a |l arger acquisition of 10,000 custoners to
11 cone into our 35,000, that -- | could see the need
12 to notice in that instance. So | think there needs
13 to be sone [imt there.
14 And | guess the other one was if exists, which
15 I think counsel was tal king about. | think we
16 woul d be happy with that approach even though it's
17 Central States coments, but if it exists we wll
18 provide it. | think that's a fair way to do it.
19 CHAI RMAN LA ROSA: Ckay. Thank you.
20 OPC, you are recogni zed.
21 M5. CHRI STENSEN:. Yes. Thank you.
22 We al so appreci ate Conm ssioner G aham s
23 suggestion of the choosing the appraiser through
24 randomy. We think that that would be a good i dea,
25 and woul d certainly address sone of the concerns
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1 what we had al ong wi th Conm ssioner G aham

2 Regarding the price index issue, we do have

3 concerns about going too high a percentage above

4 the price index because you never know what rate

5 the existing utility is going to cone in with. And

6 if it gets -- if the percentage gets too nuch

7 hi gher than 15, 10, 15 percent, you nmay be tal king

8 a significant inpact in the actual rate.

9 | nmean, could you have sonebody conme in with
10 the $50 water rate, a 10-percent inpact is going to
11 be a ot nore than if you acquire a utility that
12 has a $15 flat fee. So you have to be concerned
13 about that as a potential for going too high on
14 what ever percentage you choose. And that's why we
15 were confortable with the price index, because
16 those custoners, irrespective of what their current
17 rates are, would be susceptible to those increases
18 wi t hout any due process i nput.

19 As far as noticing of custoners that are not

20 in the systemthat's being acquired, but are the

21 custonmers of the acquiring systemthat nmay end up

22 having to pay for that increased market price, we

23 do continue to have concerns that anybody who has

24 the potential for being inpacted by a market-based

25 rate above a cost-based right have the opportunity
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1 to know that such a proceeding is going on and to
2 i ntervene. \Wiether that is provided in a notice in
3 the bill that further directs the custoners to the
4 website with additional information, if they are
5 nore tangentially related, that nmay be sonething we
6 could be confortable with. But there certainly
7 woul d have to be sonme sort of mailed notice to the
8 custonmers making them aware that there is a
9 proceedi ng, and that the information regardi ng that
10 proceedi ng can be obtained by that custoner, and
11 addi tional information can be obtained by that
12 custoner by contacting, you know, the utility to
13 find out additional information.
14 Thank you.
15 CHAI RVAN LA ROSA: Seeing no other speakers,
16 this is what | would Iike to see happen. Staff,
17 you kind of see sone of our comments and thoughts,
18 right? | think we've been clear. |f not, maybe --
19 maybe now is a good tinme to open that up.
20 |s there any questions of staff on some of the
21 points that we've nade here as a comm ssion?
22 M5. SAPQZNI KOFF: | believe we are clear on
23 the concern that the Conm ssion has and possible
24 changes you would like to see into the draft rule
25 | anguage.
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1 CHAI RMAN LA ROSA: Ckay. If we -- if we took
2 a break of, let's say, 15 mnutes, could an outline
3 be presented back to us? | know we are asking for
4 alot. | amnot -- well, let nme just stop there.
5 M5. SAPQZNI KOFF:  Sonet hi ng verbal |y goi ng
6 t hrough or, like, a reprinted rule?
7 CHAI RMAN LA ROSA: Yes. No, not a reprinted
8 rule. Sonething verbally.
9 M5. SAPQZNI KOFF: | believe so. Yes.
10 CHAI RMAN LA ROSA: Ckay. Al right. So |
11 woul d junp into the next item but know ng that
12 there is a lot of overlap, so let's take a
13 15-m nut e break.
14 The intentions are that, staff, if you can
15 repair sonmething for us that we can discuss as a
16 conm ssi on before we decide on what the next
17 direction and decision that we go with. So with
18 that, let's reconvene at 11:45.
19 (Brief recess.)
20 CHAI RMAN LA ROSA: Al right. Commi ssioners,
21 ready to rock and roll with this? | apologize, |
22 have taken, of course, a few extra m nutes, but for
23 good neasure.
24 So | amgoing to allowthe folks to take their
25 seat, and | amgoing to ask staff just to pick up
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25

where we left off with an outline of sone of the
di scussi on points we just had.

MR FUTRELL: Comm ssioners, Mark Futrell wth
staff.

| think we identified four areas of discussion
that was -- we went through earlier. One was on
the appraiser. | think we've got sone | anguage
that Ms. Sapozni koff can speak to that would nodify
the draft rule to reflect the three appraiser
sel ected randoniy.

M5. SAPQZNI KOFF:  So what we suggest doi ng,
and this would be on the rule Attachnment A and the
recommendati ons starting at page 12, line 18, and
extendi ng over to page 13, line two. W would
elimnate what's currently (2)(b)1 and 2 and
substitute as (2)(b) the foll ow ng | anguage:

The Executive Director of the Florida Public
Service Commi ssion or their designee will randonmy
choose the three licensed appraisers fromthe |ist
of licensed appraisers referenced in paragraph
(1)(d) of this rule using conputationally generated
random nunbers.

| didn't know if you wanted ne to go through
all of the categories, or if you wanted ne to

addr ess each one.
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1 CHAI RMAN LA ROCSA: And we woul d have a process
2 of how to cone up wth random nunbers?
3 M5. SAPOZNI KOFF: Right. It's very simlar to
4 the process, and this had been considered at one
5 point in the process of having us do all three, and
6 then it was just going to be one, and then it went
7 back with different things. So the sane process
8 that AIT has for random y picking one, they've al so
9 come up with a process to randonly select three
10 uni que nunbers.
11 CHAI RMAN LA ROSA: Ckay.
12 M5. SAPQZNI KOFF:  So next, with regard to the
13 DEP report, which |ooking at that woul d be on page
14 14 and 15. It's just page 14 of the rule that's
15 attached to the recommendation, on line 21 and |ine
16 24, to add "if existing" at the end of each of
17 t hose sentences.
18 MR. FUTRELL: And, M. Chairman, | think those
19 are -- | think staff recognizes what's the intent
20 of those. | think we just want to make sure it's
21 clear, the burden is on the utility to provide --
22 to nmake its case, to provide the docunents and
23 information that wll give the Comm ssion all the
24 information it needs to make an infornmed decision
25 and have an adequate record.
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1 So that's -- that's staff's perspective. But
2 | think otherw se, we are -- we are good with that
3 phrase.
4 CHAI RMAN LA ROSA:  Yeah. Conmm ssioners, |
5 will open that for discussion. In fact, | wll
6 open up all of these points for discussion. And |
7 apol ogi ze | did not cone back to us to tal k about
8 the appraisal. | just kind of through it in, but
9 let's talk about this. |Is there any comments or
10 di scussions? | amsorry, on the report.
11 MR HETRICK: M. Chairman, on line 19 of that
12 that Susie nentioned, just a scriveners. It mght
13 be easier to say, the followng, if existing, so it
14 woul d apply to both those categories, but if you
15 were to vote on that "if existing”, allow us decide
16 the best grammatical way to include that, we would
17 appreci ate that.
18 CHAI RMAN LA ROSA: Ckay. Al right. Let's
19 nove on to the next item
20 M5. SAPQZNI KOFF: So next is the significant
21 increase in individual rates that would trigger the
22 rate stabilization plan. |It's on page 15 of the
23 rule attached to the recommendati on.
24 We are | ooking at a change, starting at page
25 19, that's very simlar to the suggestion that M.
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1 Clark had submtted, so that the |anguage woul d be:
2 For the purposes of determ ni ng whet her the
3 petition nust include a rate stabilization plan,
4 under 367.0811(5)(h), Florida Statutes.
5 Significant increase in rates neans a rate increase
6 during any 12 nonths of the five-year projected
7 rate inpact, period, that is in excess of 15
8 percent over the current rates of the utility
9 system bei ng acqui red.
10 So renpve reference to the price index and
11 just have it be the percentage over rates. W know
12 that Ms. O ark had suggested the 25 percent. But
13 based on the discussions the Comm ssion had before
14 the break, we feel 15 percent woul d be nore
15 appropriate, and | believe there is -- are -- sone
16 of the utility reps in agreenent with that as well,
17 are fine with that.
18 MR. FUTRELL: M. Chairman, | wll also offer
19 that's certainly within the discretion of the
20 Comm ssion, and we appreci ate any consensus we
21 could get fromyou about how to bring that back if
22 you woul d |like to discuss that further.
23 W would Iike to point out that we've got an
24 existing rule, the l[imted alternative rate
25 increase rule in the water and wastewater industry,
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1 that permts a utility to seek an increase in rates
2 up to 20 percent, but it has to provide us with the
3 substantiation for that. It's a abbreviated
4 process, but that's just sonme perspective on an
5 existing rule and the threshold in an existing rule
6 that's out there for your information.
7 CHAI RMAN LA ROSA: Conmi ssi oner d ark.
8 COMM SSI ONER CLARK: | woul d just conment that
9 | can accept either version. | would also be very
10 inclined, if staff feels the necessity to tie this
11 to sonething to less arbitrary, to using the 3X
12 price increase as a -- as a non-arb-- |ess
13 arbitrary nunber, | would say, but | am good either
14 way .
15 M5. SAPOZNI KOFF:  So that would be three tines
16 over the price index versus a percentage over
17 rates?
18 MR. FUTRELL: | amsorry --
19 CHAI RMAN LA ROSA: No, go ahead.
20 MR, FUTRELL: -- Conm ssioners, we will stand
21 down on that one and | et you discuss, or as nuch as
22 you need to and give us sone sense of your
23 consensus.
24 CHAI RMAN LA ROSA: Conmi ssioners, further
25 t hought s?
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1 Commi ssi oner Fay, you are recogni zed.

2 COW SSI ONER FAY: Sure. So, Comm ssioner

3 Cark, | think your intent is clear. You are just
4 trying to make sure we've got sone basis for

5 putting that nunber in there. | think -- | think
6 there is roomfor debate on what that nunber could
7 be.

8 M. Futrell, based on the 15 percent, if -- |
9 think the idea being that we would want to set a
10 threshold that we believe is appropriate for this
11 process. So to your point, we have the LARI, the
12 limted rate adjustnent that is set at 20 percent,

13 Is that correct? kay.

14 And so then -- and we have the price index,
15 which is a whol e separate process, which is | ower.
16 This is trying to incentivize the acquisition

17 conponents for sonme of these systens, and it falls
18 kind of in between those nunbers. And so | think
19 the key would just be that that 15 percent, that
20 woul d trigger, and maybe sone of -- M. Cox, naybe
21 you could weigh in -- but that would trigger sone
22 acquisition. | just want to nake sure we are not
23 setting a nunber that would not be utilized.

24 MR FUTRELL: Right. Again, it's just to

25 trigger the filing of a rate stabilization plan,
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1 whi ch is a docunentation that |ays out, is defined
2 in the statute how the utility's plan to inplenent
3 rate changes increnentally over a period of tine.
4 So it's contenplated in the statute, but it
5 | eaves it to the -- whether or not it's a
6 significant increase in rates in order to file that
7 plan. And that's sone -- we are trying to fill in
8 some, a void there that's in the statute. And so
9 it's in your discretion to establish what is a
10 significant individual increase in rates.
11 COMWM SSI ONER FAY: Ckay. Geat.
12 And | know rulemaking is a little bit unique
13 conpared to sort of sone of the decision-naking
14 that we make. This process is a little nore fluid,
15 so | don't have a ton of heartburn wth the 15
16 percent, Comm ssioner d ark.
17 But just real quick fromthe parties, M.
18 Chairman, if we could just get any commentary that
19 we m ght have on that nunber before we kind of make
20 a formal decision and nove on.
21 CHAI RMAN LA ROCSA:  Sure.
22 M. Cox, you are recognized -- or you were
23 mentioned, so | will start with recognizing you.
24 MR. COX: Yeah, | appreciate, M. Chairman.
25 W are fine with that nunber. That sounds great.
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1 W appreciate the work there.

2 CHAI RVAN LA ROSA: (Gkay. Any other parties?

3 MR, TWOMEY: We are also fine wth it.

4 Thank you.

5 CHAI RVAN LA RCSA:  OPC.

6 M5. CHRISTENSEN:. | think OPC can live with

7 15 percent over current rates.

8 CHAI RVAN LA ROSA:  kay.

9 COMWM SSI ONER FAY: | thought everyone was

10 supposed to be mad and not happy, so | do apol ogi ze
11 for that one.

12 CHAI RVAN LA ROSA:  Yeah, it's contradictory to
13 what you said earlier. Yes.

14 COMM SSI ONER FAY: Al right. Thank you.

15 CHAI RVAN LA RCSA: And let's --

16 M5. SAPQZNI KOFF: Al right, and before

17 | eaving the price index, if the triggering

18 mechanismis going to be a percentage over rates,
19 on page 15, the | anguage about a copy of the notion
20 recent order establishing price index, that would
21 be stricken, and then also the definition of price
22 i ndex contai ned earlier, under Section 1, would no
23 | onger be necessary.

24 And then the final conponent was on noti ce.

25 Staff does feel very strongly about needing to
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1 i ncl ude both sets of custoners with existing and

2 acquired for due process concerns. However, in

3 tal king with the stakehol ders, we've reached a

4 conprom se, | believe.

5 So if you | ook on page 16 of the order,

6 begi nning at |ine seven, the notice required by

7 this rule may be conbined with the notice of

8 application for authority to transfer issue

9 pursuant to 25-30.034, Florida Adm nistrative Code,
10 or, for existing custoners, the notice nmay be

11 included in their next bill. And then the notice
12 must contain, and all of that would renmain the

13 sane.

14 So they woul d have an additional piece of

15 paper that would go into the bill for existing

16 custoners that has all of this informati on and not
17 have to do a separate mailing, or it could be

18 conbined if they are doing it with the certificate
19 of transfer.

20 MR, FUTRELL: And, M. Chairman, | think with
21 that, we are hoping to find a | ower cost nethod of
22 notifying those custoners. That's the spirit of
23 | anguage this we are offering. | do think it's

24 i nportant that staff feels strongly about the need
25 to notify the custonmers of the acquiring utility
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1 within the service area in Florida.
2 This process wll identify potentially a
3 prem um above book value that will be the subject
4 of the case, and any anount that's approved by the
5 Commi ssion, either that is requested by the utility
6 or is nodified, as you have authority to do, that
7 amount will be fixed and will be a cost of service
8 that will be part of the rate proceeding in the
9 future.
10 And the potential, whether the utility
11 consolidates or not, we don't want to forecl ose
12 t hose custoners from having a point of entry, to be
13 i nformed of that potential cost that would be part
14 of service, and potentially make that process
15 vul nerable to challenge in the future.
16 CHAI RVAN LA ROSA: Conmmi ssioner Graham you
17 are recogni zed.
18 COMWM SSI ONER GRAHAM | amnot trying to add
19 any confusion to all this, but can't this also be
20 done just by referring themto a website and not
21 have to necessarily print and put all of this into
22 an envel ope?
23 MR, FUTRELL: Well, | think there are
24 certainly certain requirenments for notice, but I
25 think part of this is that staff would review the
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1 notice. It would certainly be our intent to make
2 it as clear, concise in plain | anguage as possible
3 for the custoners to be as well-informed as
4 possible. And if there is, again, ways to nake an
5 efficient notification process, we are certainly
6 open to that.
7 COW SSI ONER GRAHAM  So, | nean, so as far as
8 I'"'m-- as far as staff is concerned, you guys are
9 fine with that. If it just -- if it's just a
10 notice on the bill referring themto the website
11 and tal ki ng about potential rate increase for a
12 rate affect?
13 M5. SAPQZNI KOFF: | nmean, there is sone
14 concern for people that get E-bills, and, again,
15 this would be a burden on a person, but | know
16 nyself, when | get ny notification, | have a new
17 power bill, | look at the anmount, and as long as it
18 | ooks fine, | don't pull up the bill itself. If
19 t hey have anything of interest, they send ne a
20 separate enmil .
21 So perhaps for -- if they did an enuil
22 notification for people to be, you know, nake sure
23 they check out their bill, that there is sonething
24 knew there. But otherwise, | could see a |ot of
25 peopl e, you know, depending on howit's presented
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1 on the bill, of just going to a website that m ght
2 not junp out enough at themthat there is sonething
3 substantially, perhaps, that's going to be
4 affecting their bill. Wereas, a whol e new sheet
5 in there, you know, would provide themthat notice.
6 CHAI RMAN LA ROSA: (O her questions or
7 conment s?
8 Conmi ssi oner Passi dono.
9 COW SSI ONER PASSIDOMO | will just say, |
10 think that adding to the extra, | agree with staff
11 here about making sure that it's significant enough
12 that custoners know that there is sonething. |
13 mean, | think M. Friedman had alluded to the cost
14 of postage was the biggest cost. |It's not this
15 extra sheet of paper, that's probably pretty
16 insignificant, so |l amfine with themdoing it this
17 way.
18 CHAI RVAN LA ROSA: | also don't think that
19 there is any prohibition of adding a website, or
20 addi ng additional information for themto go if the
21 conpany deci ded that was necessary.
22 MR ZAMBO Certainly, if they want to put
23 addi tional information over an extra sheet with a
24 notice in there directing themto a website that
25 m ght have nore information about the process, that
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1 woul d be fine.
2 CHAl RVAN LA RCSA:  Any thoughts, questions?
3 Comm ssi oner Fay, you are recogni zed.
4 COMM SSI ONER FAY: Just one qui ck question of
5 the utilities. Are nost of your custoners portal ?
6 Emai | ? Hard copy? A m x?
7 MR COX: It's a mx, Commssioner. | would
8 say probably 40 percent E-bill and 60 percent paper
9 bill still, and that's custonmers choose, obviously.
10 They opt in, or opt out.
11 COW SSI ONER FAY:  Sure.
12 MR TWOVEY: Also, | don't know t he nunbers
13 li ke M. Cox, but we are al ways pushing people to
14 E-bill, but it's still -- it's not by any majority.
15 It's probably 50-50.
16 COW SSI ONER FAY: Ckay. Geat. Yeah.
17 And to Ms. Sapzni koff's point, sone opt in for
18 that electric format and they -- nmaybe the
19 efficiency is worth it for them and then others
20 want that hard copy. Famly nmenbers, they want
21 that bill to cone to their house hard copy so they
22 can go through whatever is in there. So it sounds
23 like either way, the notice requirenent would
24 satisfy that in electric format or a hard copy.
25 MS. SAPOZNI KOFF:  Correct.
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1 COW SSI ONER FAY:  kay.

2 CHAl RVAN LA RCSA:  Any other points?

3 M5. SAPQZNI KOFF:  No, | believe that those

4 were the four main issues of discussion that had

5 cone up. |If the Conm ssion feels that we've

6 over |l ooked sonething, we will certainly address it.

7 CHAI RMAN LA ROSA: Conmi ssioners, you have

8 heard, obviously, what staff has outlined for us.

9 Any further thoughts? Questions? | did skip over
10 the appraisals side, so please feel free to junp

11 in. | know | think we have witten -- this was

12 given to folks -- everyone, right? This was

13 sitting on ny desk when | got here, the appraisal
14 | anguage.

15 My intentions are not to vote on this today,
16 but to get this in a proper outline procedure, and
17 then to hear this in the internal affairs neeting,
18 unl ess staff, unless we feel like we are ready to
19 go right now.

20 M5. HELTON:. | think we are confortable with
21 t he changes as we have recommended them So if you
22 all are confortable, we are prepared to have you

23 vote, and we will have a rule then that we can file
24 with the Secretary of State.

25 CHAI RMAN LA ROSA: Conmi ssioners, | am okay.
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1 Di scussi on? Thoughts?
2 COMW SSI ONER FAY: M. Chairnan, | amafraid
3 iIf we don't vote, we may never vote.
4 CHAI RMVAN LA ROSA:  Maybe, maybe not.
S Conmi ssi oner G aham
6 COMWM SSI ONER GRAHAM  Yeah, | just wanted to
7 here fromthe utilities to nmake sure they are fine
8 with the four things we tal ked about.
9 CHAI RMAN LA ROSA: Ckay. Let's hear.
10 MR, COX: Rulemaking is nmessy. W appreciate
11 everyone's input here, so we are good -- we are
12 good with this. W appreciate you giving us a
13 chance to speak in on this.
14 MR, TWOMEY: Yes. Thank you very nmuch. W
15 are okay.
16 CHAI RMAN LA ROSA: Ckay. OPC?
17 M5. CHRI STENSEN: | think, based on what's
18 been said today, and if the rule comes out | ooking
19 | i ke what's been di scussed today, | think we could
20 be confortable with that.
21 CHAI RMAN LA ROSA: Ckay. M. dark, yes.
22 M5. CLARK: | amsorry?
23 COW SSI ONER CRAHAM | said, don't ness it
24 al | up.
25 M5. CLARK: That's what | do.
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1 W had a question on the CP --

2 CHAI RVAN LA RCSA:  CPVRR?

3 M5. CLARK: -- that form Can we -- can we

4 make it so it's optional that we, or is it clear

5 that we can file additional fornf

6 CHAI RMAN LA ROSA: What | understood was that

7 It was an additional form but let's hear from

8 staff.

9 MR, FUTRELL: Yes, Conmi ssioner. They can

10 file additional information in as many years as any
11 format they wish to provide, but this provides a
12 consi stent requirenent conparable to our MFR rul es
13 for rate cases. It provides a consistent set of --
14 a schedule and requirenents that nust be filed. It
15 gives us the starting point when the clock starts
16 on the eight nonths.

17 CHAI RMAN LA ROSA: Okay. Al right.

18 Conmm ssi oners, any final thoughts or comments?

19 W have hashed this out, and | do appreciate
20 everyone's input and thoughts, not just fromthe

21 fol ks, you know, behind the m cs here, but

22 obvi ously everyone that's behind the scenes. Staff
23 has done a really good job. | know we've had a | ot
24 of discussions prior to this, of course, you know,
25 wor kshops and so forth, and certainly a | ot of
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1 i ndustry input.
2 So |l will open the floor for a notion, and
3 will allow you to at |east take a stab at
4 expl ai ning that, what we just heard.
5 COMWM SSI ONER CLARK: M. Chairman, | would
6 prove nove to approve the proposed rule as anended
7 by the Comm ssion and give staff authority to nake
8 the necessary changes to bring -- to nmake the
9 changes that we proposed in the final format, of
10 cour se.
11 CHAI RMAN LA ROSA: |s staff adequate with that
12 noti on?
13 M5. SAPOZNI KOFF:  Yes. Also, that it would
14 include -- there is going to be sone renunbering
15 that's going to need to be done to accommobdat e
16 t hese changes, and that we have the authority to do
17 what's adm nistratively necessary to get the
18 changes that were agreed upon today into the rule
19 in proper format.
20 CHAI RMAN LA ROSA: Sounds |ike a step
21 further --
22 COW SSI ONER CLARK: Editorial privileges.
23 CHAI RVAN LA ROSA:  Excel l ent.
24 COW SSI ONER GRAHAM  Second.
25 CHAI RMAN LA ROSA: Hearing a notion and
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1 heari ng a second.

2 Al those in favor signify by saying aye.
3 (Chorus of ayes.)

4 CHAI RMAN LA ROSA: Opposed no.

5 (No response.)

6 CHAI RMAN LA ROSA: Show that the rul e passes.
7 Al right. So we should all just take a
8 br eat h.

9 Commi ssi oner Graham says, no, let's roll.
10 (Agenda item concl uded.)

11
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