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PPEARANCES: 

MARTIN S. FRIEDMAN, ESQUIRE, appearing on behalf Of 

idden Cove, Ltd. 

CHARLES J. BECK, ESQUIRE, and PATRICIA CHRISTENSEN, 

SQUIRE, Office of Public Counsel, appearing on behalf of the 

itizens of the State of Florida. 

RALPH JAEGER, ESQUIRE, MARSHALL WILLIS and JENNIE 

INGO, appearing on behalf of the Florida Public Service 

ommission Staff. 
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P R O C E E D I N G S  

CHAIRMAN CARTER: Commissioners, we are now on Item 

21. Is that correct? 21, I believe. You can correct me on 

that. Item 21. Let's give staff a moment to get set -- let's 

take a quick two minutes to give staff a chance to switch out, 

change out. So we'll come back in five. 

(Recess taken. ) 

Okay. We are on the record and we are on Item 21. 

And let's give staff a moment to introduce the item to us. 

Staff, you are recognized. 

MR. WILLIS: Commissioners, Item 21 is staff's 

recommendation on an application for a staff-assisted rate case 

by Hidden Cove. 

Staff would also like to make a very minor oral 

modification. If you would turn to Page 23 of the 

recommendation. 

CHAIRMAN CARTER: Page 23. 

MR. WILLIS: Page 23, Issue 11. Staff has a 

scrivener's error where a sentence and part of another sentence 

were erroneously left in the recommendation. 

If you look down to where staff analysis starts, the 

first full paragraph where it starts, "Staff analysis," the 

very last sentence of that paragraph should be stricken. It 

starts, "This is the same methodology for calculating 

repression adjustments." That sentence should be stricken. 
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CHAIRMAN CARTER: Commissioners, you -- okay. All 

ight. Let's strike that sentence. 

MR. WILLIS: On the next paragraph, Commissioners - -  

CHAIRMAN CARTER: I wish you would have said that 

efore I read it, but go ahead. 

MR. WILLIS: It's a small sentence. 

(Laughter.) 

CHAIRMAN CARTER: Where are you now? 

MR. WILLIS: On the next, very next paragraph, the 

ast sentence, the wording in between the parentheses which 

tarts "monthly consumption at 9 kgal," should also be 

tricken. And that is the oral modification. 

Commissioners, we also have the Office of Public 

'ounsel here as well as the utility company. Mr. Marty 

'riedman for the utility company is here to answer questions, 

nd the Office of Public Counsel, Mr. Charlie Beck and 

[ s .  Patricia Merchant. 

CHAIRMAN CARTER: Let's, let's do this. Before we 

!ear from the parties, let me just ask have you guys, both 

iarties had an opportunity to look at staff's modification? 

~oes that, does that give anybody heartburn or do we need to 

leal with that before we go into the proceedings? Mr. Beck? 

MR. BECK: It involves the issue we're going to 

Iddress, but we can go forward. 

CHAIRMAN CARTER: We can go forward? 
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Okay. Mr. Friedman, you're recognized. 

MR. FRIEDMAN: Marty Friedman, the law firm of Rose, 

hndstrom & Bentley. Our law firm represents Hidden Cove. And 

ie are, we find the staff recommendation generally acceptable, 

)ut would like to reserve an opportunity to address any 

:omments that OPC may raise. 

CHAIRMAN CARTER: Okay. Mr. Beck. 

MR. BECK: Thank you, Chairman Carter. I had 

ntended to say good morning, but let me say good afternoon to 

'OU . 

CHAIRMAN CARTER: We were hoping for that, too. 

(Laughter.) 

MR. BECK: We have two issues we'd like to address 

xiefly too. I'm going to address those two issues briefly, 

md then Ms. Merchant is going to talk a little bit about the 

lata. 

CHAIRMAN CARTER: Excellent. 

MR. BECK: And the two issues I'm going to raise is 

iirst of all the base facility charge. We're going to urge you 

:o follow the guidelines by the Water Management Districts to 

tllocate no more than 40 percent of the revenue requirement to 

.he base facility charge. And the second issue I'm going to 

tsk you to address is consideration of a two-tier rate schedule 

!or usage instead of the one tier that staff has. 

Commissioners, first with respect to our first issue 
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3n the base facility charge, one of the things living in 

Tallahassee I think that's easy to forget is the severe water 

shortage that's facing the state. You know, we have wonderful 

uater in Tallahassee. You know, they deliver a great product 

3t very reasonable rates. I think this past weekend when we 

had just a downpour on Saturday, Sunday I was out in the 

country and looked at the some of the fields. I mean, it 

looked like sponges that had just been saturated. It didn't 

look like there was another drop the fields could take. But 

notwithstanding that, the state as a whole is not like 

Tallahassee and there's severe water shortages in many parts of 

the state. And the staff at Page 34 and 35 of their 

recommendation I think does an excellent job describing the 

history of the Water Management District's involvement in this 

m d  tells you that even as we speak right now in Polk County 

dhere Hidden Cove is located there is a declaration of a severe 

dater shortage there. 

Now the way the Water Management Districts have 

suggested -- or one way to deal with the water shortage is to 

have a rate structure that promotes conservation. And the way 

they've done this, I think you're all familiar with it, is what 

?ortion of the revenue should be allocated to the base facility 

iharge versus gallonage. And those two charges move in 

spposite directions. The base facility charge is charged to 

zustomers whether they use any water at all. But the higher 
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rou raise that, then the lower the usage rate can be. And, 

:onversely, if you have a higher usage rate, then you can have 

i lower base facility charge. And the lower the base facility 

:harge is, the more it promotes water conservation because it 

;ends a signal to customers that usage carries a price, that 

.t's not just unlimited for a fixed rate for all you can have. 

You know, the Water Management Districts, they can't 

:ell you what to do, but they've suggested that you should 

illocate no more than 40 percent of the revenue requirement for 

aater to the base facility charge in order to have a rate 

;tructure that encourages conservation. 

Now the staff in their recommendation has proposed a 

;O percent base facility charge. I'm going to ask you to -- 

That we're proposing is that you not go along with the staff 

recommendation on that. That we have a severe water shortage; 

Tou should recognize that by following the guidelines set forth 

)y the Water Management District. 

The staff gives as a reason for not following it that 

.f you go with the 40 percent, that will lower the base 

iacility charge compared to what it is today. And I'd submit 

.o you that's just not a reason. In fact, the reason you 

ihould go to 40 percent is so that you will lower the base 

iacility charge and correspondingly have higher usage charges 

.o send the right signa1 to people. 

The second issue we'd like to direct or address is 
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:he tiers of the usage. We've passed out a chart I think that 

iust shows the impact of the repression adjustments that the 

staff has done. Again, I think they've correctly pointed out 

:hat there's a certain level of usage by customers that's not 

abject to repression, which is price elasticity. If you raise 

:he rates on something, people use less of' it. 

i well-acknowledged principle. But at certain levels there's 

in essential amount that people need simply to live. There's a 

:ertain minimum amount where people can't go any lower than 

:hat because they need it just for their essential living 

:equirements. And that would be -- and the staff has 

! , O O O  gallons. I think that's very low, but perhaps, you know, 

:hat's like a minimum, I think, for that usage. What we're 

roing to suggest is a rate structure that recognizes that, that 

rou shouldn't apply repression to a certain minimum amount of 

isage that's available to customers. That if you elect to 

recognize repression, it should be for the higher levels where 

~ t ' s  more elective on the usage such as irrigation but not for 

:he usage people need to live. 

I think that's 

What the staff has done, and this is shown in our 

:hart, has applied a repression adjustment to all levels of 

isage. There's a column called pre-repression rates, and 

rou'll see that there's a base facility charge on that. And 

:hat would be what the staff's recommendation would have been 

iithout any repression adjustment, and it's $9.34 per month for 
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zi base facility, $1.32 for each thousand gallons of usage. 

With the repression adjustment, and they've applied 

that to every bit of usage, the usage goes up to $2.14 per 

thousand gallons compared to the $1.32. The base facility 

charge goes down slightly from $9.34 to $8.59. We don't think 

you should be applying a repression adjustment to the minimum 

zimount of usage, and that's what -- and the bare minimum we 

think would be 3,000 gallons. If you were to have a two-tier 

rate structure and if you wish to have repression into the 

rates, only do it at the higher rates. By having it at a lower 

rate you encourage, first of all, you encourage conservation 

because you have a certain amount that people can use and they 

only get hit with a higher rate above that. So we think that 

flould be a better solution than applying it to all gallons like 

they have here. And in essence by doing that, not only is it 

pro conservation, but in one sense it's like a Lifeline rate 

for water and wastewater. They allow people that certain 

amount at a low cost and only charge the higher repression 

rates for the higher levels. So that's our two proposals. I 

think Ms. Merchant would like to address a bit of the data. 

CHAIRMAN CARTER: Good afternoon, MS.  Merchant. 

M S .  MERCHANT: Good afternoon. I just wanted to 

address a little bit about the facts in this case. And one is 

that this is a company that doesn't have any meters right now 

and so they have no consumption data at all, and staff has 
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.ecognized that throughout the recommendation. But they've 

lone and interpolated the consumption patterns for the whole 

:ompany based on the amount of water treated and the amount of 

rastewater that was treated. And by doing that, that gives you 

.he gross number of water and wastewater that's treated. It 

loesn't tell you what it sold. It doesn't tell you also how 

>any people are using 3,000 gallons a month or how many people 

tie using 15,000 gallons a month. So we just know an average 

.hat if you interpolated it for a whole year, it's also very 

:easonal. So it's snowbird folks. So most of the people are 

iere only from October to April, I guess. But you don't have 

:hat breakout of how many people are using the lower levels 

:hat you might be able to say they won't repress. But because 

re don't have this data, staff has used a 48 percent repression 

tdjustment for water which says of all the total gallons, we're 

roing to reduce them by 48 percent because of expected 

-epression. And really we don't have any historical data in 

.his case. Staff's repression adjustment is based on data that 

:hey've collected over the years from companies that have filed 

.eports on repression analysis. 

But also in that report I don't believe that staff 

ias separated the types of companies that are going from a 

;trictly flat rate, no consumption rate structure to a base 

iacility charge and a gallonage charge, you know. Because 

'ou're always going to have a major change when you change from 
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flat rate to a consumption base billing structure. 

So those are the problems that we have with such a 

arge repression adjustment that you're applying to the overall 

lody of ratepayers. And, instead, if you separated it out into 

iers, you could apply that repression adjustment to the higher 

iered people, leave the 3,000-gallons-a-month folks alone, and 

hat to us would be a fairer representation of what the rate 

tructure should be. 

CHAIRMAN CARTER: Thank you, MS. Merchant. 

Commissioners, we are now in our questioning phase. 

,et's proceed with our questions. 

Commissioner McMurrian, you're recognized. 

COMMISSIONER McMURRIAN: I guess I'll just ask for 

Itaff's response on those points that OPC raised. 

CHAIRMAN CARTER: You're recognized. 

MS. LINGO: Good afternoon, Mr. Chairman, 

:ommissioners. I'm Jenny Lingo with Commission's technical 

:taff. I will directly address the points raised by OPC. 

First, regarding placing 40 percent of the BFC in the 

[allonage charge, as we discuss specifically on Page 34, bullet 

umber six, although it's a basic tenet of the water 

:onservation initiative which was signed by the Water 

ianagement Districts that a bill generally should not represent 

lore than 40 percent of revenues covered from fixed charges, 

.hat's not a hard and fast rule. 
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In this case there were several reasons why we didn't 

o with 40 percent, that we went with 60 percent. One would 

e, as Mr. Beck mentioned, that it would reduce the base 

acility charge from what it is now. The second reason is that 

hey're a very seasonal customer base. So you're going to have 

evenue swings when the customers are in season versus when 

hey aren't. When you reduce the base facility charge with a 

.cry seasonal customer base, you are placing the utility at 

inancial risk for not being able to meet its financial 

Ibligations when the customers aren't in season. 

And, Commissioners, I would point out that these same 

iircumstances were true in the Gold, Gold Coast Utility case 

.hat the Commission approved. It was less than a year ago. 

'he, the Gold Coast Utility was basically going from a flat to 

L metered rate. They were located in the southwest district. 

Je placed 60 percent of the base facility charge for these very 

.easons and you approved that, so we believe there's some 

recedent for that. 

OPC's argument that we should design an inclining 

)lock rate structure when we go from flat to metered rates, we 

:an't do it. And that's because to properly design an 

.nclining block rate structure to properly target the 

:onsumption that you really want to reduce, you have to know 

:he total number of gallons billed by the utility within that 

)lock. 
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As we've stated, they're going from a flat rate to a 

etered rate. So without a detailed analysis that we normally 

all a billing analysis -- and typically a utility needs a year 

o accumulate this data, to, to aggregate the data that we need 

o figure out where the blocks should be. But going from, 

oing from flat rates there is no, there is no billing data 

hat exists that would tell us that, so we can't do that. Any 

ime we go from a flat rate, the next step and the only step 

ould be from a flat rate to a metered rate. 

Let's see. Repression, repression. OPC has stated 

hat there should be no repression for kgals of less than 

,000 gallons. What we did, Commissioners, rather than 

pecifically say there should be no repression tied to this, 

ore repression tied to a different consumption level, again, 

secause we don't have the number of gallons to tell us how many 

allons were at 3,000 gallons or less, we were unable to do 

hat, number one. 

And, number two, when we went and looked back -- 

ontrary to what OPC believes, we have, in fact, separated the 

.ata from our reports by different rate structure changes. So 

re are able to go back and look when we go from a flat rate to 

metered rate exactly what's happened. 

Over the course of the last 15 years or so, going 

rom a flat rate to a metered rate is going to result in a 

' 0  percent or greater consumption reduction. And that's not 
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ied to excluding 3,000 gallons. It's just on an overall 

nnual basis you may expect the average overall consumption per 

ustomer to be reduced by about 50 percent. 

Commissioners, I believe that addresses their 

'oncerns . 

CHAIRMAN CARTER: Commissioner McMurrian. 

COMMISSIONER McMURRIAN: I guess I always liked 

.olleyball. I just wanted to, I kind of wanted to go back to 

IPC and ask them about specifically the 3,000 gallon limit and 

rhat Ms. Lingo said about they're sort of unable to do that and 

.hat in prior cases we've seen the 50 percent or greater 

:onsumption reduction. So why would we not want to recognize 

.hat in this case? 

MR. BECK: Well, what they can't tell you is is it 

'epressing like that at those low levels? And I think 

.ntuitively you've got to say there's only so much people can 

:ut back, and that you would see more price elasticity at the 

iigher volumes where it's more elective than it is when you're 

ust fulfilling your essential needs to live. We think this 

;ends the wrong message. I mean, you're raising the rate for 

.hose people who use even just very modest amounts of water 

jrom the usage rate of $1.32 to $2.14 based on overall 

-epression. 

The repression is really a lot of guesswork that goes 

.nto this. I mean. there's been a number of estimates made. 
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There was an earlier draft where you had a different repression 

estimate that was about 10 percentage points lower. I mean, 

there's a lot of judgment. You don't know exactly. But I 

think it's common sense that you're not going to see as much 

repression on the lower usages. 

We'd recommend not applying it to the first 

3,000 gallons. It sends the right signal to people. It gives 

a Lifeline type of service to those who most need it and who 

are doing the most to conserve. And so if you're going to have 

repression, we wouldn't -- we propose you not recognize it on 

the first 3,000 gallons. It just makes sense. 

COMMISSIONER McMURRIAN: So to follow up on that, how 

do you do it? I mean, mechanically how do we set aside the 

3,000, first 3,000 gallons if we're going to do that? And 

maybe I misunderstood because I thought MS. Lingo was saying 

that we couldn't do that because of the lack of the data and 

that sort of thing about where the 3,000 falls out. So how do 

we mechanically do that? 

MS. MERCHANT: I think in a case -- you have original 

certificates that you set two-tiered, three-tiered rates to. 

So you don't have historical data when you have that and you're 

setting original rates. You're estimating everything. I think 

what we're looking at here is an estimate. And staff could 

come in and say, okay, we assume we've got a lot of people 

using a lot of water. We might have 25 percent using 
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,000 gallons. We might have, you know -- it's going to be an 

nterpolation. But the way it is right now is charging all of 

he repression to everybody equally. It's averaging out that 

7hOle. That everybody, someone who uses 1,800 gallons a month 

s going to repress and use only 900 gallons a month. Somebody 

iho uses 15,000 gallons a month is going to use, you know, half 

)f that. So you're spreading that rate increase to everybody 

.egardless of whether they might fall in the future. 

And we're at a disadvantage in this case because we 

lon't have historical data. But it just seems intuitive to 

lctually recognize the 3,000-gallon level would have very 

ittle, if any, repression and the higher level consumption 

70Uld have the higher levels of repression. 

COMMISSIONER McMURRIAN: I think I have one more, 

Is. Merchant. 

If you were to do that, somehow pull out the 

I ,  0 gallons and less, would that mean that the rates for the 

)ther pieces would be higher to make up for that, that lack? 

MS. MERCHANT: Yes. 

COMMISSIONER McMURRIAN: It would be. So do we know 

That -- is that -- can we tell from your sheet what those would 

)e? Have you all calculated that in some way? 

MS. MERCHANT: No. I don't have the capability. I 

hink it's a software program that staff has. But all this 

nformation on this sheet is staff's information. They gave 
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11, the original rate certainly. And the pre-repression rates 

re not in your recommendation but they are numbers that staff 

alculated and gave to us. And then the third column is what's 

n the recommendation. 

COMMISSIONER McMURRIAN: I guess I do have one more. 

CHAIRMAN CARTER: You're recognized. 

COMMISSIONER McMURRIAN: MS. LirlgO. 

MS. LINGO: Thank you, Commissioner McMurrian. 

Commissioners, in essence what OPC is recommending we 

o is design a two-tier inclining block rate structure for 

onsumptions zero to three and then three and over. Again, we 

eiterate that we do not have the data to do that, and any, any 

ttempt to do that would be guesswork. 

However, with my best guesswork in mind and trying to 

Irepare for today's agenda as I was burning the midnight oil, 

s I am want to do, I tried to pull out those 3,000 gallons or 

ly best estimate as to what the effect of pulling out those 

,000 gallons would be and what that effect on overall 

epression would be. 

And remember, Commissioners, I mentioned earlier that 

lver the past 15 years when we go from a flat to a metered 

ate, we haven't, we haven't seen consumption reduction less 

han 50 percent. And, again, that we're not looking at 

axcluding 3,000 gallons when we do, when we say that. We're 

iaying on all consumption. 
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So going back and looking at my best attempt to try 

o back out 3,000 gallons, the resulting repression adjustment 

rould be slightly less than 28 percent, and that's barely half 

)f what we would normally expect in terms of consumption 

-eduction. 

Commissioners, we just don't believe that designing a 

-ate a t  t ha t  level will be compensatory when we, when we have 

.5 years of track record experience to look at and say, you 

:now, it's going to be around 50 percent. 

And I would point out, Commissioners, that this is 

lot, it's not just the data that we have, although that is the 

iata that we rely on. Taking anecdotal evidence from other 

-egulators across the country when we get together and we talk 

ibout this, when we talk about going from flat to metered rates 

ind how it is the best tool we have at reducing consumption 

.mediately, 100 percent of the time I can -- as I sit here 

:oday I believe it's 100 percent of the time I can tell you 

:hat we all are in agreement that you start at 50 percent. 

'hat's about how much you can expect consumption to be reduced. 

Co exclude gallons going from flat to metered rate in the 

repression calculation will not, will not get you where you 

ieed to be in terms of compensatory rates, Commissioners. 

Chat's our very strong belief, and we stand behind our 

recommendation. 

CHAIRMAN CARTER: Commissioner McMurrian, just, just 
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FYI, volleyball is always preferable to dodgeball. 

Commissioner Argenziano, you're recognized. 

COMMISSIONER ARGENZIANO: Oh, but dodgeball can be a 

lot of fun, too. 

CHAIRMAN CARTER: Yeah. Depending on whether you're 

the throwee or the thrower. 

COMMISSIONER ARGENZIANO: That's right. It can hurt. 

(Laughter.) 

I guess I have a few questions and I guess I'm trying 

to put the whole thing in proper perspective. This is a 

community that I guess the water rates have been 

unrealistically low anyway, and I think it's because they 

probably charge through a lot fee since it's a mobile home 

community, probably made up the difference through lot fees 

rather than having water bills go high. So I understand, first 

of all, that the water rates are low to begin with. But, and 

probably maybe he can't raise the lot fees any higher now and 

he has to go towards meter. I don't know what the, what the 

situation is, but it's an unrealistically low number that 

people are paying for water there now anyway compared to what I 

see around the state. But my concern, of course, is jumping 

from where they are now to -- I mean, what percent increase was 

this again? 

M S .  LINGO: Commissioner, as we discuss in Issue 11, 

the pre-repression revenue requirement increase would be about 
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16 percent for water and about 158 percent for wastewater. 

ut when we, when we make repression adjustments, we also 

ecessarily reduce the amount of expenses associated with 

surchased power, chemicals and sludge removing. So instead of 

evenue requirement increases being at the 116 and 158 percent 

evels for water and wastewater that I just mentioned to you, 

he water revenue requirement increase would drop to about 

I percent and the wastewater would increase -- 

COMMISSIONER ARGENZIANO: Which -- go ahead. I'm 

iorry . 

MS. LINGO: -- would drop to approximately 

.31 percent. 

COMMISSIONER ARGENZIANO: Okay. But cutting the nuts 

;nd bolts, what does it mean to the average consumer there from 

That they're paying now to what they will be paying? That's a 

.arge increase. 

M S .  LINGO: Yes, ma'am. On -- if we look at combined 

iater and wastewater bills because they are moving from a 

:ombined rate to -- well, it's just easier. Let me just put it 

:hat way. 

At a consumption, Commissioner, of, say, 

;,OOO gallons our repression adjustment makes slightly greater 

.han $3 difference, and at 5,000 gallons it makes about 

;I difference. 

COMMISSIONER ARGENZIANO: That's for both water and 
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ias tewater? 

MS. LINGO: Yes, ma'am. That's on a combined basis. 

ad the question, we believe the threshold question when you're 

.ooking at this type of, the magnitude of this price increase 

re-repression is, you know, if a customer is faced with their 

iverage bill going from $15.71 on a combined basis to a 

:ombined bill of slightly greater than $43, the threshold 

pestion is is there a reasonable and logical expectation that 

:hat customer will reduce their consumption to mitigate that 

.ate increase to -- 

COMMISSIONER ARGENZIANO: Well, and I understand. I 

lon't want to cut you off, but I don't want to lose my train of 

:bought either. But usually the average person is using 10,000 

.o 15,000 gallons. So I want to know the rate increase for 

:hat class. But also if you're at 3,000 gallons or 5,000, I 

lon't think you can reduce 50 percent, not even close. I don't 

.hink you can reduce at all. That's a bare minimum of usage. 

MS. LINGO: Well, and, Commissioner, I would remind 

'ou that the, the reduction is on an overall annual basis. In 

.his instance I don't, I don't think we can look at what a 

)erson's -- how much they can necessarily cut back at, at 

, , O O O  gallons. Remember, this customer base is very seasonal. 

lo if you have overall average consumption of approximately 

,700 gallons, what that really means is while the customers 

Ire gone, they have consumption of zero, but while they're in, 
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ihile they're there, they've got consumption of approximately 

1,500 gallons a month. 

These -- the homes that we're talking about in the 

;ervice area are on average 900 square feet, two-bedroom, small 

ianufactured homes that sit on a very small lot. But when you 

.ook at pictures of the service area, and to the extent that 

:hey are heavily irrigated, that tells us that while those 

iolks are in season, they're using a lot, lot of water. And 

.t's, and it's that, it's that tension, if you will, ma'am, 

iecause we know there won't be any consumption while they're 

rone, but while they're there we know they're going to, they're 

roing to be using twice the average. How do we balance that 

Then we don't have data to tell us how many gallons were billed 

it 3,000-gallon increments or any sort of block in between? We 

:an't because we don't have the detailed billing data. 

COMMISSIONER ARGENZIANO: But let me just continue 

isking, how many residents are part-time residents? 

MS. LINGO: Well, approximately 60 percent of a 

iundred -- I think it's -- well, about 73, about 73, between 

'0 and 75 of the residents are part-time out of the 122 

-esidential . 

COMMISSIONER ARGENZIANO: Out of 122. And you said 

.hat when they're there they're using two times the average. 

'wo times the average of what? 

MS. LINGO: Of the overall annual average. 
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It's, it's always confusing when you have a very 

;easonal customer base because there are going to be some 

Zustomers who are in residence the entire year and they use 

rhatever it is they use that contributes toward the overall 

tnnual average of all customers. Then you have the customers 

rho are gone. And, for example, if, if the overall, overall 

tnnual average for all customers, both in season and out of 

;eason, on a combined basis is about 4,700 gallons, then it is 

)ur anticipation that for the time when those customers, those 

i 0  to 75 percent of customers are gone, their usage logically 

70Uld be zero or something slightly greater than zero if they 

Lave a water leak or something. But when they're in season, 

Then they're there, they're going to be, they have to be using 

tbout twice the average so that we could, we can get to the, we 

:an get to the overall annual average of 4,000 gallons. 

COMMISSIONER ARGENZIANO: But do they, do they 

lave -- I mean, while they're gone they must still water their 

.awns. 

MS. LINGO: Yes, ma'am. They -- pardon me. They do 

Lave irrigation systems. But I can tell you that during, 

iuring months where we would expect to see very heavy 

.rrigation, there isn't that much -- it doesn't appear that 

.hey are -- it doesn't appear that their irrigation systems are 

iecessarily being left on. Because we were able to look at 

lata from the utility's monthly operating reports and track on 
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a percentage basis how much water was being treated at the 

plant. And during irrigable months, which we would normally 

expect to be somewhere between, you know, March and September, 

March and October, the water that is treated every month 

through the plant is slightly less on an average basis than 

ihihen the customers are in season. 

So what, so what we believe is happening is the 

customers who are in residence are using the 4,700 gallons or 

something close to it. Those, the percentage of customers who 

aren't in residence -- see, this is so confusing -- but have 

their irrigation systems on, they're also contributing to that 

average. But where we see the spike in water treated and 

therefore water sold is really between the months of November 

m d  February, and that's when all the customers are in, are in 

season. So, Commissioner, I hope I'm answering this. 

COMMISSIONER ARGENZIANO: Kind of. It's just, I 

guess if the snowbirds are not down there during the summer, 

then they're probably still running their irrigation. Because 

I don't think you'd come back and have a dead lawn and start 

Matering it in the middle of winter, even though winter down 

there is a little bit different. So I would think the 

zonsumptive use would change or it would be, you know, when 

they're not there they're using the water also. 

But let -- I understand what you're saying. I guess 

Mhat I want to say is I think that the jump -- and I do need 
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jrom you, you said the 9,500 gallons was, I think you said, an 

iverage or something. And what I want to know is what the fee, 

ihat the, what the jump would be, what the current rate is for 

:he 10,000 and what it goes to, because to me that's more of an 

iverage use for a typical family. 

MS. LINGO: Well, and, Commissioner, that, with 

-espect, I think that comparison would be slightly off the mark 

Iecause if you accept the basic tenet that customers will 

-educe their consumption as a result of the magnitude of this 

.ncrease, a customer at 10,000 gallons pre-repression, they're 

lot going to use 10,000 gallons because of the magnitude of the 

)rice increase. In fact, Commissioner, at 10,000, at 

.O,OOO gallons, if we look at it on a pre-repression basis, 

:heir bill has increased about $38. We believe that customer 

ihen faced with that sort of jump in their bill will cut back 

)n their consumption to the tune of about 48 percent. So 

.nstead of an increase of about $38, the increase -- 

COMMISSIONER ARGENZIANO: If they cut back to where 

'ou think they can cut back to. 

MS. LINGO: Well, I would argue that based on the 

;ize of these homes, again, being 900 square feet, sitting on a 

'ery small postage stamp lot -- 

COMMISSIONER ARGENZIANO: Yeah, but -- and with all 

he respect, you're not washing your walls down. You use water 

.o drink, to cook and to clean. It doesn't matter what size 
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'our home is unless you have a very large family. But I have 

iound over the years that the average use even for two persons 

.n the household is usually around 10,000 gallons, especially 

?hen they're irrigating the lawn. And if they have smaller 

~awns, then maybe it's less. But you're saying, and this is 

That I need to know, $38 would be the increase for that range. 

md if they were to go back and use conservation and reduce 

:hat, then you have a different figure. But the jump would be, 

~f they stayed at that amount would be the $38 on top of what 

:hey're paying now. 

And, and, remember, I prefaced this saying I think 

:heir numbers are low anyway compared to everybody in the 

itate. They've had a low water bill for a long time. My 

:oncern is just hitting them all at one time. 

And then to the other point of 3,000 gallons or less, 

:'ve never seen a conservation rate structure or repression 

;tructure anywhere that ever addressed a 3,000 dollar -- a 

i , O O O  gallon. That's such a low use of water that I'm not 

iure -- I understand for calculation purposes for the company, 

)ut I'm just, I just don't know that, that that is sending the 

-ight message if you're only using 3,000 gallons a month. And 

:hen to the point that there's no meters, they're going from 

:lat to metered, but how long does it take after you get on a 

ieter to figure out who's using 3,000 and 10,000 and more, and 

:an you look at that afterwards? 
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MS. LINGO: It typically takes about a year for the 

ttility to develop all of the aggregated billing data that we 

ieed, especially when you have a seasonal customer base. In 

:ases where there isn't a seasonal customer base we've in rare 

:ircumstances designed rates with less than one year's worth of 

iilling data. But, again, that's because it was a nonseasonal 

:ustomer base. With a seasonal customer base you have, you 

lave customers there part of the time, gone part of the time, 

ind the reason you need a full year of data is to capture the 

mtire cycle of that seasonality. So for this utility, 

:ommissioner, I would, I would say at least one year of billing 

iata would be necessary. 

The utility is in the process of installing meters 

low and we've given them six months to install the meters. And 

:hen effective January 1st they, if you approve staff's 

Tecommendation, they will begin to charge a metered rate. So 

leginning January 1st they could begin to be gathering that 

iggregated data. And, you know, as I said, it would take at 

.east a year to develop that data to capture the entire 

ieasonal cycle. 

COMMISSIONER ARGENZIANO: I just -- maybe OPC wants 

:o address. 

MS. MERCHANT: I was going to tell you, this sheet of 

iaper that we handed you shows the -- at the very bottom 

:here's, the next to the last category is the gross dollars. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

28 

Ikay. You can see it for 3,000 gallons, 5,000 gallons, 

;,OOO gallons and 10,000 gallons. Those are the bills that the 

xstomers would pay. So today they would all pay $15.71. This 

.s water and wastewater combined. And then on the 

)re-repression for 3,000 it would be $36.05, and on the 

)est-repression it would be $39.33. So you can go through each 

)f these consumption patterns and see the different, the 

lifference. I don't have the differences in the dollar amounts 

;here, but -- and the bottom section there compares the 

)ercentage increase on those different consumption patterns. 

'hat would be the impact to the customers. 

MS. LINGO: And, Commissioners, I would point out 

:hat the comparison, for example, at 3,000 gallons of 

)re-repression rates being -- let's take 5,000. The 

)re-repression rates of $44.55 compared to post-repression 

Yates of almost $52, again, it would be our contention that 

lost-repression they wouldn't be using 5,000 gallons, they 

Jould be using something closer to 3,000 gallons. So they 

Jouldn't be paying the $51.63. They would be paying something 

.ess. And that's an important distinction, we believe, when 

70u're looking at this comparison. 

COMMISSIONER ARGENZIANO: And -- Mr. Chair. To that 

)oint, that's a guestimate. Because at 5,000 gallons, if you 

lave two people, a husband and a wife, I don't know if they'd 

Jant to alternate showering days. I'm not sure. That's, 
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hat's a very low number. So what it is, it's your best guess 

.hat they can reduce, and I'm not sure that that's realistic at 

.hat gallonage. Now if you're talking about 10,000, maybe. If 

rou're talking about higher, the higher end users, maybe, if 

.hey have families, larger families and so on. And I've heard 

)eople, and we've heard them in our hearings, that put on, you 

:now, timers in the shower and all that. But you realize that 

8,000 gallons is low. Even if it's when they come to visit 

Luring the snowbird time that they come, it's -- I don't know 

.hat you can assume -- there may be some possibility of 

:onservation there, but I'm just not sure you really can do 

.hat. I'm not sure that's realistic. 

MS. LINGO: And it's our experience now because of 

ratering restrictions that different districts have placed on 

.heir customers, and this utility being in the southwest 

Listrict, for the overall annual average of 4,700 gallons for 

.wo people living in homes of this size, it actually is on, it 

.s bordering on being on the high side. 

COMMISSIONER ARGENZIANO: In the southwest district? 

M S .  LINGO: Yes, ma'am. 

COMMISSIONER ARGENZIANO: I think in the southwest 

Listrict it's if you go above 10,000 gallons. 

MS. LINGO: Yes, ma'am. It's on a per capita per day 

)asis. And I know in places like in Citrus County and areas 

[round there the average daily per capita use is substantially 
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rreater because they have, they live in single family detached 

iomes and their yards are substantially larger. When we -- 

COMMISSIONER ARGENZIANO: Well, but that's the point 

.here is that their yards are, they're using more in 

rrigation. They can probably cut down. But when you're 

.alking about an area that you're describing with a postage 

;tamp yard, their irrigation is not that high and 5,000 gallons 

s pretty much what the, what the family is probably consuming 

iespite the size of the house. Because if you live in a big 

louse, you're still going to take the same amount of showers 

md drink the same amount of water and cook or whatever. 

MS. LINGO: And I would respectfully disagree. I 

)elieve that based on, based on what we have seen, consumption 

!or this customer, for this customer base, given this type of 

irea, is slightly on the high side. And, Commissioner, I think 

iere we're just going to, we're just going to agree to 

iisagree, I suspect. 

COMMISSIONER ARGENZIANO: And that's fine. We can 

ilways do that. But I don't understand how the size of your 

louse, unless you have more people in the house, makes a 

iifference on consumption of water. 

MS. LINGO: Because the number of -- the greater the 

;ize of your house, it -- there are two main drivers to that. 

)ne is going to be the greater the size of your house, the 

Treater the square footage, the greater number of plumbing 
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ixtures you're going to have, which is going to increase -- 

COMMISSIONER ARGENZIANO: So you just run into the 

ther bathroom and use the water to -- I'm trying to find the 

ogic in that. You still use the same amount of water whatever 

ize your house is except for irrigation. 

MS. LINGO: I apologize, Commissioner. I thought you 

sked me how it could be that the size of a house could make a 

ifference between -- in terms of -- 

COMMISSIONER ARGENZIANO: The usage Of Water, 

allonage. 

MS. LINGO: -- the usage of water. And what you 

,odd expect, all other things being equal, is that the larger 

he house, the larger, the greater the number of water fixtures 

n the house and the greater the irrigable surface outside. So 

rith that being said -- and, yes, ma'am, I see you, I see you 

haking your head. 

COMMISSIONER ARGENZIANO: I just disagree. It 

.oesn't matter how many sinks you have in the house. It's how 

luch water you use. Because I have three bathrooms doesn't 

ean I'm going to take a shower in each one every day. 

MS. LINGO: In the larger, the larger houses you 

ypically have more people. 

COMMISSIONER ARGENZIANO: Well, that's my point. 

'hat was my point to you. It's not, it's not -- well, I said 

hat. If you have a larger family, yes, you're going to use 
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nore water. If you have a larger lawn, you're going to use 

nore water because most of the consumption of the water in the 

communities today are irrigation. People don't realize how 

nuch water they're using every time they turn it on. But you 

said to me this is postage stamp size lot, so their irrigation 

is minimal. And the same amount of people are going to use the 

same amount of water despite how big your house is unless 

you're doing those other things like procreating and having 

nany, many children in the house and watering a very big lawn, 

SO. 

MR. BECK: Commissioner, may I make some comments? 

CHAIRMAN CARTER: Mr. Beck, you're recognized. 

MR. BECK: Commissioner, I think it's evident to me 

from the discussion, first of all, that the rates are involving 

3 huge amount of judgment calls and guesswork, necessarily so. 

I'm not, you know, impugning anybody for it, but you just don't 

know until rates go into effect. The rates even as proposed by 

staff do not go into effect until January 1st. I'd recommend 

that you ask staff to give you more alternatives. We still 

naintain that the correct way to go is to follow the Water 

Yanagement Districts on the amount of the base facility charge 

3s well as an inclining block. It's the right thing to do for 

the state, it's the right thing to do for consumers who have 

low usage. You shouldn't be raising their rates because maybe 

somebody else is having higher usage. 
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Since there's no rush to do this, rates don't go into 

?ffect until January lst, bring back some alternatives that 

iould be consistent with a conservation rate structure. 

CHAIRMAN CARTER: Commissioner -- 

MR. FRIEDMAN: Chairman Carter, might I weigh in on 

;his issue? 

CHAIRMAN CARTER: Oh, absolutely. 

MR. FRIEDMAN: You know, typically the issue of rate 

;tructure, as long as the rates generate the revenue that is 

iuthorized, is not an issue that typically the utility is 

:oncerned about. It may be a little different in this 

;ituation because we are going from flat rates to low -- very 

.ow flat rates to a metered rate. And so I am concerned with, 

Jith rate structure, and I think that the staff, based on their 

?xperience, is probably better able to make those judgment 

:alls than, than is Public Counsel. 

And the issue of the repression adjustment, that's 

mother little science all in of itself, and I don't profess to 

inderstand all of it other than the fact that repression is 

Toing to occur. And I think that if we start with the premise 

:hat MS. Lingo said, which is based upon the experience when 

IOU have rates going from flat rate to metered rates, you're 

joing to have a 50 percent repression. 

And if you accept then the Public Counsel's assertion 

:hat the lower gallonage, 3,000 gallons and less will have no 
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-epression, then you have to put a higher repression on the 

iigher usages so that when you come out to an overall 

-epression rate, you come out with the 50 percent that history 

ias shown us is going to occur. 

So in order to afford the utility an opportunity to 

!arn its return that is authorized, you've got to include a 

i o  percent -- overall whether you include any of it in the 

iirst 3,000 gallons or not, overall the post-repression rates 

lave got to recognize that there will be a 50 percent reduction 

n consumption. So that, that, that repression that Public 

:ounsel says will not occur in the lower consumption categories 

.s going to have to be shifted to the higher categories. So, 

.n other words, there won't be 50 percent among all categories. 

'here will be none in the lower and maybe 75 percent in the 

ipper. But the overall total repression has got to equal 

50 percent since that is what history tells us is going to 

iappen in order to make sure that the utility earns its 

iuthorized rate of return. 

CHAIRMAN CARTER: Okay. Commissioner McMurrian. 

COMMISSIONER McMURRIAN: And that was sort of related 

:o the point I was going to ask Mr. Beck and MS. Merchant about 

vas whenever we first started talking about this 3,000 gallons 

ind M S .  Lingo said we were really unable to do that, and she 

stressed that if we did it that way, the rates would not be 

:ompensatory. And, of course, that got my attention because I 
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hink that, I think we're charged with considering that. So, 

o it's along the same lines I think of the point that 

[r. Friedman was making, is there a way to do what you're 

sking and still make rates compensatory? And is it 

Issentially that you're just going to have to raise the rates 

or the other customers much higher, the gallonage charge and 

111 for the other customers much higher for that, I guess the 

ier above 3 , 0 0 0 ?  

MR. BECK: We're not arguing there won't be some 

.epression. I think it's a lot of guesswork what the exact 

imount will be. You know, there's an enormous amount of 

udgment and guessing that goes into these rates. The 

lumbers -- the apparent precision is not there when you get 

(own to the assumptions that underlie it. And, yes, you would 

lave to raise the higher levels up some more in order to not 

.eflect it in the lower things. We recognize that. But we 

hink it's the correct rate structure both for the customers 

iho conserve and for the state that is under a water shortage. 

COMMISSIONER McMURRIAN: Thank you. 

CHAIRMAN CARTER: Commissioners, we're in our 

[uestion phase. Any further questions? 

Commissioner Argenziano, you're recognized. 

COMMISSIONER ARGENZIANO: I guess one on -- I don't 

.now if staff can answer this, but on most conservation rate 

itructures the key, I would think that the key purpose of 
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laving a conservation rate structure is so that those people 

iho are conserving to begin with and using low amounts of water 

)ay less and those who use more pay more. It's kind of like an 

.mpact fee; is that correct? 

M S .  LINGO: Yes, ma'am. That's correct. 

COMMISSIONER ARGENZIANO: Okay. Then doing this the 

)ther way, by going with the repression -- and I understand the 

lilemma the company is in because they have to earn that money. 

;o that's why maybe I'm looking for alternatives, too. But by 

:urning it around the other way and doing it the way that 

rou've suggested, repression rates on the 3,000 gallons a month 

.s just the exact opposite of the conservation rate having the 

?ffect for conservation of water in the State of Florida, would 

IOU understand or agree? 

M S .  LINGO: Commissioner, if you were to look at that 

.n isolation, yes, ma'am, I would, I would agree. But, again, 

Iecause we, because we can't design true conservation rates 

:hat truly target those customers who are using an excessive 

?mount versus a non-excessive amount, the overall, the overall 

innual average is the best we can do. 

We would point out that the impact of a customer at 

. , O O O  gallons or 2,000 gallons in terms of the magnitude of 

:heir rate increase is going to be less based on our 

iethodology than the impact of a customer who's using five or 

;ix or seven thousand gallons. We're still able to achieve a 
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:onservation movement, if you will, because as the, as the 

:onsumption increases, so does their percentage increase. 

Again, I would get back to in a perfect world we 

Jould be able to design rates such that we could appropriately 

.arget the small users versus the large users, but in this 

:ase, ma'am, we can't. 

COMMISSIONER ARGENZIANO: Well, I think -- Mr. Chair. 

?or your purposes, because you're not looking at conservation 

rates, the reason I bring that up is because the state and the 

lrater management districts for years now have been imposing 

:onservation rates because of that. The impact is what you 

lay. So to me at 3,000 gallons, you can't -- you're punishing 

someone for using less water. 

What I'd like to see is an alternative. But I need 

;o ask OPC also because there's a legitimate concern, if, if 

IOU do not use the repression rates at the 3,000 gallon user, 

:he company can't earn its, its rate of return unless, I guess, 

IOU go to a more conservation rate, which charges the higher 

2nd user a lot more. But because the company's got so many 

zustomers who don't live there all year long, in order for them 

:o exist they have to be able to make some money. So do you 

lave a suggestion other than just saying no repression rates 

:hat we may be sending back or asking staff to look at that 

vould keep in mind that conservation rates are an important 

:hing for the State of Florida also? 
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MR. BECK: Right. Just as there's a lot of judgment 

m d  guesses that goes into the staff proposal, I think the same 

niould be under what we're proposing, that you not recognize 

repression at the lower levels. And if you think it's correct, 

?robably even more (phonetic) at the higher levels. 

I think one of the things you would do, since this 

is, would take effect January lst, is have a quick come back to 

see what impact the rates have. I mean, we would not be 

3pposed to that. You have to do a best guess of something, 

putting what we think is the right rate structure, a 

conservation rate structure, and then a have look-see as soon 

3s you reasonably can afterwards to see what is actually 

happening and then adjust it at that point when you have actual 

data as opposed to -- 

COMMISSIONER ARGENZIANO: And maybe -- 

CHAIRMAN CARTER: You're recognized. 

COMMISSIONER ARGENZIANO: -- the company 

representative would like to -- I'm sorry. I forgot -- 

CHAIRMAN CARTER: Mr. Friedman. 

COMMISSIONER ARGENZIANO: Mr. Friedman. 

MR. FRIEDMAN: Well, I'm not sure I understood what 

Mr. Beck was suggesting, whether it was come back in a year 

after we've got consumption data and see how it worked, and if 

that's fine, fine. But the problem we've got is that although 

the company is willing to delay the implementation of this to 
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January, they still need to know the result of this earlier. 

b d  this is because of the interplay between the Mobile Home 

Landlord-Tenant Act and what the company is intending to do 

nrith these rates. It's their belief that they need to advise 

the customers, the residents of these rates as they do for a 

regular rent increase, which means they have to do that in 

4ugust of this year. So although it sounds like, oh, yeah, 

nre've got all this time, we really don't have time to sit down. 

And, and all the meters aren't in yet anyway, so we can't 

figure it out. The meters won't be in for another 30 or 60 or 

90 days, and this company needs to have the result of this in 

4ugust so that it can advise the customers and the customers 

=an go through a process that the Mobile Home Landlord-Tenant 

4ct allows for them to go through. 

You know, I think the bottom line is that, is that 

nihen you go from flat rates to metered rates, especially when 

they're very low flat rates, when you're paying $15.71 for all 

the water and sewer you use is unheard of. Even at a 6,000 

gallon, typical 6,000 gallon bill with the staff's recommended 

repression you're still only talking about $36.44 for 6,000 

qallons of water and sewer, which still is a, is a very 

reasonable rate. It's a very reasonable rate. I mean, it 

looks like, man, there's this big gigantic increase. But if 

you look at the end result, the rate that these customers are 

going to be paying is very reasonable for 6,000 or 
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10,000 gallons of water and sewer. 

There is no exact science when you're going from flat 

rates to metered rates. What we do have though is the 

Zxperience that MS. Lingo has developed through these -- 

typically in these rate cases y'all have been requiring 

itilities to file monthly and quarterly consumption reports, 

3nd we send them to Ms. Lingo and she has this data and she 

floes something with it. (Laughter.) 

You know, I think that what she is doing, what she 

floes with all that data though all our clients have been 

sending is putting it in a database and coming up with -- I 

flon't think it's a guess like Mr. Beck says. I think it's an, 

it's an educated opinion based upon what historically has 

happened. And I think that's what MS. Lingo has done is she's 

looked at what historically has happened in Florida and is, and 

is projecting that to this base of customers. And that's why I 

think that what the staff has done is, in the rate structure 

and the repression is, is very reasonable. There is no exact 

science. It's a science, and it's based on a science -- you 

take people who take, take empirical data and they interpret 

it. And I think MS. Lingo is more than qualified, at least of 

people that I've seen here, to make those type of -- nothing 

personal against, nothing personal, but that's, repression 

adjustment is a whole world unto its own. (Laughter.) And I 

think that Ms. Lingo has done an excellent job and she 
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inderstands all that, and I would suggest that, that we defer 

to her opinion. 

And we can always look back at this as the Commission 

staff goes through their annual desk audits of annual reports 

3nd see to make sure that it's not something that came up so 

3ut of whack that the utility is over-earning. So I would, I 

would request that the, the Commission approve the staff's 

recommendation. 

CHAIRMAN CARTER: Commissioners, we, I believe that 

we've exhausted our questions, unless there's more. 

COMMISSIONER ARGENZIANO: No. I was just going to 

tell Mr. Friedman that he's not sure of the background of 

everybody in this room, so be careful, as far as how much they 

know about that issue. That's what I meant. 

CHAIRMAN CARTER: Great. So we've completed our 

questioning session. Let's proceed to discussion and debate on 

the issues contained in Item -- 

COMMISSIONER McMURRIAN: 21. 

CHAIRMAN CARTER: -- 21. Thank YOU. We're in 

discussion and debate, Commissioners, on Item 21 and those 

issues contained therein. 

Commissioner Edgar, you're recognized. 

COMMISSIONER EDGAR: Mr. Chairman, after over three 

years of listening to discussion and questions on repression 

analysis and those issues, you know, every time I think I'm 
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jeginning to get it I come up with more questions. So I am not 

iutting myself out there as an expert at all. But I do 

-ecognize the expertise of our staff and the multiple, 

iultiple, multiple years of experience that they have on these 

ssues. And so in, in my respect for all participants and also 

n the interest to just put us in the posture to maybe move 

ilong and see where we are, I'll make a recommendation in favor 

jf the staff recommendation on -- a motion in favor of the 

;taff recommendation on all issues contained in Item 21. 

CHAIRMAN CARTER: Commissioner, is there a second? 

Commissioner McMurrian. 

COMMISSIONER McMURRIAN: 1'11 second it. I agree 

iith the staff recommendation. My only concern -- I think that 

Ir. Beck has raised an interesting point, and that was, of 

:ourse, that's why I asked all the questions that led us into 

.his. And I think what Mr. Beck was saying is it was talking 

ibout deferring this one, maybe one agenda to get some more 

jptions there for us and that perhaps that wouldn't put the 

:ompany in some posture -- I don't know. And I was sort of 

loping before we got to the motion that we might get some 

.eedback on, on that idea. I don't know exactly what I think 

ibout that idea. But I will second the motion just to get us 

n the posture and see where that goes. 

CHAIRMAN CARTER: Okay. Commissioners, we've got a 

lotion and a second. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

43 

Commissioner Argenziano, you are recognized. We are 

in debate. 

COMMISSIONER ARGENZIANO: Well, I guess my the first 

thing I want to say is I have respect for everybody's 

zxpertise. That doesn't mean you're always right, just as I'm 

not always right, so just to make that very clear. And as an 

independent Commissioner I have to think independently with 

&hat I know and what I gather. I don't just follow just 

because I follow. So while I -- I want to make it very clear 

that I respect all of your hard work and your expertise, but 

healthy debate is good and it's okay to disagree. I have no 

problem -- I don't take it personal at all. Okay? It's my job 

and it's your job. 

So getting that put aside, there is -- I have the 

utmost respect for staff. I couldn't have been as good of a 

legislator as I was if it wasn't for my staff, and the 

information here that you provide. But just don't take it 

personal if I don't agree. Thank you. 

I do not agree with staff's recommendation. My main 

concern, and I said it before, one of my concerns is that -- 

and I recognize the amounts of money that the people have been 

paying for their water, they'are low. They're lower than most 

places I've seen. So I understand the need to do that. It's 

just in the, in the mechanism in going, going that way. I 

think that using repression on 3,000 gallons is absurd, it 
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lies in the face of conservation rates throughout the state, 

t's wrong, and I wish that we could find an alternative to 

hat. Because we're going against everything that we are 

utting on the, on the consumer today with our Water Management 

istricts, with the Department of Environmental Protection and 

he reason for conservation rates. And, yes, I've worked with 

he Department of Environmental Protection in creating a lot of 

he laws that they follow as far as the policymakers have 

iven, and they are, they are in much favor of conservation 

ates. And I am, too. I mean, if you're a high end user, you 

ay more. But I just don't think it's right for a 3,000-gallon 

ser to have a repression rate. 

And I'm hoping that we can find another mixture of 

ates somehow to help the company because they need to get 

here. And even the increases are not, like Mr. Friedman said, 

hey're not unreasonable. It's just getting there the right 

ray. 

Using the repression, I think, just flies in the face 

If what as a state our policymakers have been applying 

hroughout the state, and would just love to see maybe an 

lternative, but also taking into consideration the time frames 

or the utility also. And basically, Mr. Chair, that's just my 

ake on it and my opinion. And like I said, I appreciate 

lverybody else's opinion, but that's mine. 

CHAIRMAN CARTER: Commissioner, you said that you're 
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lot always right. Somebody put this in my chair when I stepped 

Jut. It says, "Commissioner Argenziano is always right." 

COMMISSIONER ARGENZIANO: It wasn't me. 

CHAIRMAN CARTER: It wasn't you? 

COMMISSIONER ARGENZIANO: No. Because I'm not always 

right. 

CHAIRMAN CARTER: It was probably Larry. 

(Laughter.) 

COMMISSIONER ARGENZIANO: Did you -- you said it was 

in my seat? 

CHAIRMAN CARTER: No, it was in my seat. 

Commissioner Skop, we're in debate. 

COMMISSIONER SKOP: Thank you, Mr. Chairman. 

I think Commissioner Argenziano has, you know, 

expressed it in terms of looking for additional options. I 

think Commissioner McMurrian also kind of hinted at that. Is 

there a procedural matter without holding up the show that 

perhaps staff could take a second look at this or look at some 

2dditional options? I heard the option of a deferral 

nentioned, but, again, I recognize there is a motion on the 

table and I want to be respectful of that. 

CHAIRMAN CARTER: Let me do this before -- if you 

could remember your question for a moment, just in case I have 

m e  of my over-50 moments. I wanted to ask Legal, because I 

think from the discussion from Commissioner McMurrian and 
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'ommissioner Argenziano was maybe looking at a threshold, a 

rallon usage amount. Am I correct in that assumption? Mr. 

'ooke, how does that put us procedurally, and actually we have 

rot a motion on the floor, but how does that put us 

rocedurally on that? I'm just trying to flesh that out. 

Te're you listening to that discourse? 

MR. COOKE: On the gallonage or the alternative being 

rought back by staff? Were you asking me if we can defer this 

tem relative to our statutory deadlines? 

CHAIRMAN CARTER: No. Well, I think what -- and, 

'ommissioners, don't let me put words in your mouth, but I 

.hink that what Commissioner Argenziano and Commissioner 

IcMurrian was saying was what's the magic number in terms of 

.he gallons? Is it 3,000, is it 5,000. Was I correct? Am I 

:lose? 

COMMISSIONER McMURRIAN: Chairman, I think it was 

.akin9 up OPC's suggestion that at 3,000 gallons and under you 

iouldn't apply any repression. Of course, the concern with 

.hat was how to make rates compensatory, and I don't think we 

lave all that information in front of us. Mr. Beck had also 

xought up the idea of deferring to get some options where we 

iould be able to see how that could be addressed, if it can. 

And I'm not sure if it can or not, but I guess I was 

ntending at least after we were done to maybe ask staff to 

.ook at this as like a generic issue. You know, just to start 
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seeing if there is some kind of way to address through some 

kind of new rate structure where we won't apply repression to 

3,000 gallons and under. Is there some way to make up that 

difference? I realize that means other customers would be 

paying higher rates, but is there some way to do that in a 

situation like this and still result in compensatory rates. 

But I'm also willing to let the motion go forward and maybe do 

that on a generic basis because I'm not sure what the impact is 

going to be on the company of holding this up however many 

3gendas. I just don't know. 

CHAIRMAN CARTER: In all fairness, Commissioner 

Argenziano, I may have mischaracterized your perspective, as 

Hell. Commissioner McMurrian just clarified her point, so with 

3111 due respect 1'11 give you an opportunity -- because I 

thought I probably misheard both of you. 

COMMISSIONER ARGENZIANO: Well, that is a concern, 

and I'm not sure how you address it other than the higher user 

pays more. And, unfortunately, that is how it is throughout 

the whole state. That it is the impact you have upon the state 

m d  you pay more. The company maybe can offer up a different 

suggestion on how to get there also in the interim. I don't 

Mant it to take forever, either, but perhaps that's a 

suggestion. Or the suggestion of looking at alternatives, as 

3PC mentioned, and maybe the parties can work with one another 

so we make sure that we are not hurting the companies' rate of 
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eturn, but also understanding that regression rates at 

,000 gallons, I think OPC is right, it is just opposite of 

rhat the state is doing. I guess, if we can have staff come 

,ack with some alternatives on those concerns. 

CHAIRMAN CARTER: Thank you. Commissioners, we are 

n debate. Okay. You know, it's that time when we are 

;witching out. You are very fortunate, we just switched out on 

)ur court reporter. So let's take five minutes. Not five 

:ommission minutes, five minutes. 

(Recess. ) 

CHAIRMAN CARTER: We are back on the record, and we 

lad a motion and a second and we were in debate. We are in 

Lebate. 

Commissioner Skop, you're recognized. Okay. Maybe 

'ou're not. 

COMMISSIONER SKOP: Well, I might pose a question. 

Jell, I guess I can't pose a question because we're in debate. 

CHAIRMAN CARTER: You can ask a question. 

COMMISSIONER SKOP: Are you sure? 

CHAIRMAN CARTER: Absolutely. 

COMMISSIONER SKOP: I just would have a question to 

;taff to the extent that in light of the concerns that have 

Ieen raised, if staff would have any reflection on some 

ilternatives that we could pursue. 

MR. WILLIS: Commissioner, during the five-minute 
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recess, we have had a discussion between parties, OPC and the 

Jtility company, and what I propose is that, if the Commission 

is desirable of this idea, we would go forward and implement 

the rates as they are. We would obtain 12 months worth of 

information because of the seasonality, and at the end of 12 

nonths, we will share all the data with Public Counsel and the 

utility company, and if we are wrong, we will do a revenue 

neutral rate restructuring on a prospective basis going 

forward. And I believe the parties are okay with that. 

CHAIRMAN CARTER: Let me hear from the parties before 

.lie go into our discussion, Commissioners. 

Mr. Friedman. 

MR. FRIEDMAN: The company is satisfied with that 

suggestion. 

MR. BECK: As are we. We think that is a practical 

May to deal with this. 

CHAIRMAN CARTER: Okay. Commissioners, we have a 

notion and we have a second, and you have heard staff's 

recommendation. 

Commissioner Skop, you're recognized. 

COMMISSIONER SKOP: Thank you, Mr. Chair. In light 

sf the statements, I will make this brief, because, again, I 

respect the motion that is properly seconded on the table. I 

just wanted to know in terms, before we close debate, whether 

the proposed stipulation would adequately address both 
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:ommissioner Argenziano and Commissioner McMurrian's concerns. 

CHAIRMAN CARTER: Commissioner Argenziano, you're 

recognized. 

COMMISSIONER ARGENZIANO: Well, Mr. Chairman, since 

2verybody agrees, but I've got to tell you what bothers me is 

:he repression rate under 3,000 gallons. I mean, if you even 

10 on the web just for a minute, I just pulled up, I guess it 

is the City of Naples, talking about how the most significant 

:hanges in their rates are going to be, and they changed, they 

idded a fourth tier to include conservation rate methods, which 

:hat fourth tier says now, you know, the lowest tier which gets 

Jenalized the least, I guess, because they feel that they are 

3eing conservation minded to begin with starts at -- it goes 

From zero to 15,000 gallons. Everybody above that is 

:onsidered, you know, you're going to pay more because you are 

ising more. And in the state of Florida, the impacts, we have 

impact fees and all kinds of stuff, and to me I still have a 

Jroblem, I guess, fundamentally. I'm having a hard time now 

3ecause everybody agrees, and it is something I want to see 

iappen after you have the data, but I still have the problem 

vith the repression rate because to me it flies in the face of 

2ven legislation that I passed that says that you go to 

:onservation mode. And I don't see this -- I see this going in 

:he opposite direction, so I'm torn. But I would like staff -- 

iowever I vote on this, I would like staff to do exactly, you 
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now, keep looking into it and finding out, you know, getting 

hat data together even if I vote no. And the only part of no 

)f this would be because I feel I would be a hypocrite to vote 

or repression rates at 3,000 gallons. 

CHAIRMAN CARTER: You said you went on what website? 

COMMISSIONER ARGENZIANO: On the Internet. I have 

lust one example here, and it's basically from the City of 

Japles, and it is regarding their new rate structures for water 

ise. And following throughout the state on the conservation 

-ate methods that say that you use less is what we want you to 

io. And DEP and the water management districts have a lot to 

lo with that, and that's the way we have been moving. So I am 

.ooking at maybe one of the results could be the same for the 

itility. You know, if you use 3,000 gallons, we are not going 

.o punish you, but if you are a big user, that's the impact you 

lave upon the resource and you have to pay more. 

CHAIRMAN CARTER: Well, Commissioner, I went on 

TouTube and Homer Simpson said don't even use water, use beer 

ior it. So -- 

COMMISSIONER ARGENZIANO: And if I can get beer -- 

.et's see, what's the rate? 

CHAIRMAN CARTER: Commissioner McMurrian, you're 

recognized. 

COMMISSIONER McMURRIAN: Thank you. 

That would satisfy my concerns. I guess we need to 
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.alk about procedurally how we do that, but I did want to say, 

:hough, that we have been a partner with those, with DEP and 

:he water management districts in trying to work on those 

:onservation rates. And I think that if we were in a different 

iosture with this utility, we weren't going from flat to 

ietered, we probably would be talking about at least the 

iossibility of going to that. We have done that in several 

:ases, going to the inclining block rate structure to further 

romote conservation, and I just wanted to add that. And I 

:hink we will be looking at those kinds of things in other 

:ases in the future. I think it's the uniqueness of this case, 

laving been flat rates. 

But I do think that the agreement of the parties 

iddresses my concerns. I do agree with Commissioner 

irgenziano, as well, that maybe if staff can look at the issue 

jenerically going forward, but I like the way that the parties 

lave proposed to resolve it because I think it allows us to 

love this case along and not hold it up for more broad issues 

:hat we want to be looking at. So it would satisfy my 

:oncerns, but I don't believe that really changes the motion. 

:t may be an addendum to the motion, because I think we would 

;till be approving the staff rec, it would just be with some 

)ther caveats added in. But, procedurally I don't now how to 

jo about that, Chairman. 

CHAIRMAN CARTER: I think you're correct. I think 
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rou are correct. we are in debate, Commissioners. Any further 

lebate? We have a motion and a second on the floor. We are in 

iebate. Any final debate? No debate. 

The motion is to accept the staff recommendation with 

:he understanding that we have verbalized here in the context 

If conversations with the parties and OPC. All those in favor, 

.et it be known by the sign of aye. 

(Unanimous affirmative vote.) 

CHAIRMAN CARTER: All those opposed, like sign. Show 

tt done. We are now on Item 22. 

MR. JAEGER: Mr. Chairman. 

CHAIRMAN CARTER: Yes, sir. 

MR. JAEGER: Ralph Jaeger with legal staff. I want 

:o make sure -- 

CHAIRMAN CARTER: Too late. 

MR. JAEGER: I am writing the order, and I want to 

nake sure -- I heard Marshall say one thing, but what I thought 

ve were saying is after one year we will look at it and I guess 

ve will address the appropriateness of the rate structure, the 

Lwo-tier rate structure, whether it should be inclining block, 

ir stay with that, or change. And so we would come back with a 

recommendation as to the appropriate rate structure, and it 

vould be revenue neutral. Is that what we -- it would be after 

i one-year period, and I just want to make sure that's what we 

vere agreeing to. 
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CHAIRMAN CARTER: Mr. Willis, do you think you can 

telp him write the order? 

MR. WILLIS: I believe I can help him write the 

rder . 

CHAIRMAN CARTER: Good. 

* * * * * * *  
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ou are correct. We are in debate, Commissioners. Any further 

ebate? We have a motion and a second on the floor. We are in 

lebate. Any final debate? No debate. 

The motion is to accept the staff recommendation with 

he understanding that we have verbalized here in the context 

,f conversations with the parties and OPC. All those in favor, 

et it be known by the sign of aye. 

COMMISSIONER McMURRIAN: Aye. 

COMMISSIONER EDGAR: Aye. 

COMMISSIONER SKOP: Aye. 

CHAIRMAN CARTER: Aye. 

All those opposed, like sign. 

COMMISSIONER ARGENZIANO: Aye. 

CHAIRMAN CARTER: Show it done. We are now on Item 

!2 .  

MR. JAEGER: Mr. Chairman. 

CHAIRMAN CARTER: Yes, sir. 

MR. JAEGER: Ralph Jaeger with legal staff. I want 

.o make sure - -  

CHAIRMAN CARTER: Too late. 

MR. JAEGER: I am writing the order, and I want to 

lake sure - -  I heard Marshall say one thing, but what I thought 

?e were saying is after one year we will look at it and I guess 

7e will address the appropriateness of the rate structure, the 

.wo-tier rate structure, whether it should be inclining block, 
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or stay with that, or change. 

recommendation as to the appropriate rate structure, and it 

would be revenue neutral. Is that what we - -  it would be after 

a one-year period, and I just want to make sure that's what we 

were agreeing to. 

And so we would come back with a 

CHAIRMAN CARTER: Mr. Willis, do you think you can 

help him write the order? 

MR. WILLIS: I believe I can help him write the 

order. 

CHAIRMAN CARTER: Good. 

* * * * * * *  
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Hidden Cove, Ltd. 
Water & Wastewater Rates 
Docket 070414-WS 

Water Residential 
Base Facilitv Charae All Meters: 
Gallonage Charge- Per 1,000 gal 
0 to 5 k gals 
above 5 k gals 

Water TvDical Residential Bills 
3,000 Gallons 
5,000 Gallons 
6,000 Gallons 
10,000 Gallons 

Water Bills % Increase Over Oriainal Rates 
3,000 Gallons 
5,000 Gallons 
6,000 Gallons 
10,000 Gallons 

Wastewater Residential 
Base Facility Charge All Meters: 
Gallonage Charge - Per 1,000 

gallons (6,000 gallon cap) 

WW TVDical Residential Bills 
3.000 Gallons 
5,000 Gallons 
6,000 Gallons 
10,000 Gallons Max bill 
(Wastewater Cap - 6 k Gals) 

WW Bills % Increase Over Oriainal Rates 
3,000 Gallons 
5,000 Gallons 
6,000 Gallons 
10,000 Gallons 

Combined WAW TvDical Residential Bills 
3,000 Gallons 
5,000 Gallons 
6,000 Gallons 
10,000 Gallons 

Rates Rates Rates 

$7.92 $9.34 $8.59 

$0.00 $1.32 $2.14 

Combined WAW Bills % Increase Over Oriqinal Rates 
3,000 Gallons - 
5,000 Gallons - 
6,000 Gallons - 
10,000 Gallons - 

$7.92 
$7.92 
$7.92 
$7.92 

- 
- 
- 
- 

$7.79 

$0.00 

$7.79 
$7.79 
$7.79 
$7.79 

- 
- 
- 
- 

$15.71 
$15.71 
$15.71 
$15.71 

$13.30 
$15.94 
$17.26 
$22.54 

67.93% 
101.26% 
117.93% 
184.60% 

$13.96 

$2.93 

$22.75 
$28.61 
$31.54 
$31.54 

192.04% 
267.27% 
304.88% 
304.88% 

$36.05 
$44.55 
$48.80 
$54.08 

129.47% 
183.58% 
210.63% 
244.24% 

$15.01 
$19.29 
$21.43 
$29.99 

89.52% 
143.56% 
170.58% 
278.66% 

$12.20 

$4.04 

$24.32 
$32.40 
$36.44 
$36.44 

212.20% 
315.92% 
367.78% 
367.78% 

$39.33 
$51.69 
$57.87 
$66.43 

150.35% 
229.03% 
268.36% 
322.85% 


