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1 PROCEEDI NGS
2 CHAI RVAN FAY: We will next nove to Item No.
3 7. We wll give everybody just a quick second to
4 get set up on that item
5 Al right. 1 wll give everybody a chance to
6 get set up and then | will hold for -- Conm ssioner
7 Clark, I will just add for Conm ssioner La Rosa.
8 If we just want to go ahead and bunp anyt hi ng
9 controversial for the next 30 days, then | would be
10 happy to support that for ItemNo. 7 too, SO --
11 COMM SSI ONER LA ROSA:  You got a 24-nonth
12 Wi ndow.
13 CHAI RVAN FAY: Al right. Conm ssioners, with
14 that, we will proceed forward with the presentation
15 of Item No. 7.
16 M . Thurnond, whenever you are ready, you can
17 present the item
18 MR, THURMOND: Thank you, M. Chairnman.
19 Good norning, Conm ssioners. | am Wesley
20 Thurnond with Conmm ssion staff.
21 Item 7 addresses Pluris Wedgefield, a Cass A
22 utility serving approximtely 1,700 water custoners
23 and 1, 700 wastewater custoners in Orange County.
24 This is staff's recommendati on to suspend the
25 final requested rates of Pluris Wdgefield and to
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1 approve interimrate increases of approxi mately
2 $410, 000 for the water system and $244,000 for the
3 wast ewat er system
4 The Comm ssion has received numerous
5 conplaints regarding this docket. Additionally,
6 the Commi ssion has received correspondence fromthe
7 O fice of Public Counsel detailing concerns with
8 the utility's filing and staff's recomendati on.
9 Staff would like to note that all interim
10 adj ust nent s reconmended have been nade in
11 accordance with Section 367.082, Florida Statutes,
12 | ongst andi ng Conm ssion practice, and the
13 net hodol ogy established in Pluris' previous rate
14 case.
15 Staff would also like to note that if an
16 interimincrease in rates is approved today, the
17 revenue woul d be collected subject to refund with
18 interest, and will be returned to the custoners in
19 the event that it is determned that Pluris was not
20 entitled to this increase in rates.
21 Staff has an oral nodification to its
22 reconmendati on that has been approved -- that has
23 been provided to the Conmm ssioners and included in
24 t he docket file.
25 The utility and its representatives are
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



1 present, as well as the O fice of Public Counsel.

2 OPC has requested the opportunity to address the

3 Conmmi ssi on.

4 Staff is prepared to answer any questions that

5 you may have.

6 CHAI RVAN FAY: Ckay. Geat. M. Thurnond.

7 Thank you.

8 Al right. Let's see, M. Rehw nkel, | am

9 going to go ahead and allow you. And M. Friedman,
10 | guess is here too to address the Commi ssion. |
11 woul d just ask to be mndful of the tinme for your
12 presentation. | don't know how many m nutes you
13 have to address us on naybe one, or nore than one
14 item | know we have letters in the record from
15 OPC, sois that -- that's what you woul d be

16 speaki ng on, | am presum ng?

17 MR, REHW NKEL: Yes.

18 CHAI RMAN FAY: kay. Geat. Al right. You
19 are recogni zed. And then, M. Friedman, | wl]l

20 al so recogni ze you if you have sonmething to add.

21 Go ahead.

22 MR, REHW NKEL: Yeah, M. Chairnan, Charles
23 Rehwi nkel with the Ofice of Public Counsel. | am
24 here wth Bart Fletcher, one of our accountants.

25 And | have a couple of exhibits to pass out to aid
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1 in ny presentation to you.
2 CHAI RVAN FAY: Thank you.
3 kay. M. Rehw nkel, so the first thing
4 that's been submtted, | believe -- so all of this
5 isin the record already, the letter -- | see three
6 letters, 30th --
7 MR. REHW NKEL: The letters are, yes. | just
8 passed those out in abundance of caution --
9 CHAI RVAN FAY: Ckay.
10 MR REHW NKEL: ~-- | didn't know if the
11 Conmmi ssion --
12 CHAI RVAN FAY: And then M. Friedman's
13 response also in here, so | nean --
14 MR, REHW NKEL: No, his -- that's -- that's
15 from-- that has to do with pass-through
16 adj ust nent s.
17 CHAI RVAN FAY: Your saying we don't need it --
18 we don't need this?
19 MR. REHW NKEL: That's an attachnent to the
20 letter that we filed.
21 CHAI RMAN FAY: (kay.
22 MR. REHW NKEL: Yeah. | did not include any
23 response from M. Friedman.
24 CHAI RMAN FAY: Okay. | just neant that this
25 -- the letter and the attachnent that you have
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1 included in here is fromM. Friedman, so that --
2 MR, REHW NKEL: There is an attachnent from
3 M. Friedman --
4 CHAI RVAN FAY: (kay.
5 MR REHWNKEL: =-- in the letter.
6 So the second exhibit -- just for the record,
7 the first exhibit that | passed out is the Novenber
8 30th letter. And attached to it are the Novenber
9 13t h and Novenber 15th letter that we filed with
10 t he Commi ssi on.
11 CHAI RMAN FAY: Okay. That's on the all in the
12 record.
13 And then the second part, M. Rehw nkel ?
14 MR, REHW NKEL: The second exhibit is
15 partially in the record. There are sone MR
16 schedul es. There are sone definitional sections
17 rel ated to bal ance sheet accounting under the USQA
18 There is an order fromthe |ast rate case and
19 schedule. And then we have a provided our
20 calculation of interimrates for -- under the
21 interimstatute. So that would be a second
22 exhibit. And | have hand nunbered it in the |ower
23 right-hand corner. It's 21 total pages.
24 CHAI RMAN FAY: So has any of this not been
25 submtted into the record for this docket already,
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1 M. Rehw nkel ?

2 MR. REHW NKEL: The MFRs are part of the

3 record. The USOA definitions are not part of the
4 record, but they are subsuned in your Uniform

5 System of Accounts rule.

6 The | ast rate case order, 20130187, is an

7 of ficial Comm ssion docunent. There is an MR

8 schedule fromthat |ast case. It's not part the

9 record. And then, of course, your schedul es

10 begi nning on page 15 through 21 have not been part
11 of the record, but they support the nunbers that

12 show up in our Novenber 13th and 15th letters.

13 CHAI RMAN FAY: Okay. So let ne -- Mary Anne,
14 | just want to double check with you procedurally
15 to make sure we are in the right posture here. |
16 know this is just -- this is an interimrate issue.
17 It's not the actual final decision on the rates for
18 this utility, but I am happy to allow M. Rehw nkel
19 to present sonme of his comments. As far as the

20 materials that aren't currently in the docket, what
21 woul d you reconmend?

22 M5. HELTON: Well, M. Chairman, | don't have
23 a copy of the materials that were handed out, so |
24 -- it's hard for nme to say. | would have

25 appreci ated having --
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



1 CHAl RMAN FAY: Yeah, we'll --
2 M5. HELTON. -- extra copies.
3 This is -- you know, this is the -- we are
4 following the interimstatute here. And so as |
5 understand the operation of the interimstatute,
6 it's prescriptive, and it tells the Conm ssion how
7 to go forward.
8 The purpose, as | understand the interim
9 statute -- and Ms. Crawford mght have a little bit
10 better understanding than ne -- is this is just
11 kind of a -- we are not neant to have a hearing
12 here. W are neant to have the -- to make a
13 deci sion on the best way to go forward to --
14 because of regulatory lag. And understanding that
15 this is an interimdecision, such that any rates
16 that are set here are held subject to refund, and
17 the final rates are set at the end of the
18 proceedi ng.
19 | don't have -- | ama little bit concerned
20 about what's being done here, but | don't know t hat
21 | have a reason to say not to hear OPC out. And I
22 woul d love to hear Ms. Crawford to see if she
23 di sagr ees.
24 CHAI RMAN FAY: Sure. M. Crawford, we wll
25 give you a second to get a chair. W've got a ful
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1 desk up there, so --
2 M5. CRAWFORD: Again, | amfamliar with the
3 Novenber 30th letter. | think we've all here at
4 this bench probably either have a copy with us or
5 we' ve | ooked at it previously.
6 | haven't had an opportunity -- if |
7 understand correctly, the information in the second
8 exhibit are things that OPC | ooked at and relied
9 upon in conmng up with its proposed cal cul ati on of
10 interim Is that -- okay, to the extent it's not
11 i nvolved with the calculation of interim | am not
12 sure the relevance to today's proceedi ng, as Ms.
13 Hel ton --
14 CHAI RVAN FAY:  Yeah.
15 M5. CRAWFORD: -- descri bed.
16 CHAIRMAN FAY: So, M. Rehw nkel, what |
17 would like to do is | am happy to give you the tine
18 to present on -- to participate on this item and
19 present your comments. |t does seemto inpede sort
20 of the whole intent of the interimif we are going
21 to go ahead and fully litigate, |ike, each
22 conponent of this before we, you know, make a
23 decision on it.
24 Soif I were to allow you 10 mnutes to
25 present your comments and your information, | think
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10

1 that's nore than graci ous, and abnormal for
2 sonething like this, but it seens |ike you spent a
3 ot of tinme putting this information together, and
4 so at |east give you the opportunity to present
5 what you would |ike to.
6 And then, M. Friedman, | would allow you the
7 same anount of tine to present your comrents. Just
8 with the -- okay, you don't need that anmount of
9 tinme, but just, you know, based on due process and
10 fairness, | want to nake sure that you are
11 recogni zed, we give you that tine.
12 So, M. Rehw nkel, you are welcone to go ahead
13 and present your comments. And | think M.
14 Crawford nentioned sonething that you have probably
15 al ready probably got back in your mnd, the
16 rel evance conponents of these things. W, of
17 course, as the Comm ssion, can digest them and give
18 them the wei ght we think approval, assum ng they
19 don't touch on any formof prejudicial statenents
20 here. Based on what you have provided ne here, |
21 amnot worried that you are going to go down that
22 route, and so allow you the tine to present your
23 comments. And then if we have any questions or
24 followup, we wll ask you at that tine, and then
25 M. Friedman can provide his comments.
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11

1 MR, REHW NKEL: Thank you, M. Chairman. And
2 every -- all the comments that | have heard so far
3 are wel |l taken.
4 W are here today on a matter of law. This is
5 not a hearing on the interimstatute and the
6 interimrates that are recommended. W are
7 objecting to the application of the statute by the
8 Comm ssion staff. And it's easy to say that the
9 statute is prescriptive. It's nmuch harder to apply
10 the statute correctly at tines.
11 And one of the reasons we are here today at
12 this point intime -- and | do appreciate greatly
13 your indulgence to hear fromne -- is there was a
14 recent Florida Suprenme Courted decision that said
15 that we have an obligation to advise the Conm ssion
16 If they are making an error in order to preserve
17 our appellate rights. W do not believe that
18 pl aci ng these revenues subject to refund and then
19 trueing themup, if the rates are established
20 unlawfully, will protect the custoners, because if
21 you are allow ng costs to be recovered on an
22 interimbasis that the interimstatute does not
23 allow, the true-up process wll allow those costs
24 I f the permanent rates recogni ze those costs for
25 future recovery. And the key here is that the
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1 interimstatute recogni zes two separate peri ods.

2 The interimstatute, as your orders say, it is

3 i ntended to be quick and dirty, and it is intended

4 to rely on an objective, historical earnings

5 achi eved by the conpany that prospective setting of

6 rates can have profornma adjustnents that recognize

7 costs that don't exist in the historical period but

8 are appropriate for the future peri od.

9 When you neasure the future period agai nst a
10 historical period that is unlawmfully set, you are
11 going to cause custoners to bear costs in the
12 interimperiod that are not allowed by the statute,
13 and that's why we are here today.

14 One of the reasons we are bringing our

15 coments to you nowis that there is Comm ssion

16 precedent that says a reconsideration is not

17 appropriate for interimstatutes -- for interim

18 awards. And in that regard, we are here because

19 the Suprenme Court said to preserve our appellate

20 rights, we have to tell you what we think you did
21 wong. So that's what we are here doi ng today,

22 with all due respect.

23 We know the staff has put a lot of effort into
24 this. They are good people on staff working on

25 this and trying to do their best, but every now and
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13

1 then they don't get it right, and so we think that
2 it needs to be brought to your attention.
3 W' ve al ready gone over what are in the
4 exhi bits, but we are objecting on behalf of the
5 current custoners of Wdgefield that the rates
6 proposed by the staff are unlawfully derived and in
7 derogati on of Section 367.082, Florida Statutes;
8 and that the custonmers of Wedgefield are without a
9 remedy to vindicate their rights if the rates are
10 unlawful |y set today but mnmeasured against the
11 future establishnment of rates on a pernanent basis,
12 ei ther through a PAA or a protested PAA process.
13 Section 367.082 requires this commssion to
14 use the nost recent 12-nonth historical achieved
15 return of Wedgefield with adjustnents that are made
16 consistent with the last rate case. The rates
17 proposed by Wedgefield and adjusted by staff wll
18 be unlawful if approved by this comm ssion as in
19 this reconmendati on.
20 The reason for this unlawful ness is that your
21 staff is recormending a proforma adjustnment to the
22 bal ance sheet for the historical period to
23 effectively restate the 13-nonth average bal ance
24 for three specific accounts to portray asset and
25 I nvest nent bal ances that do not neet the statutory
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requi rement that an interimdeficiency nust be
cal cul ated based on the nost recent 12-nonth
peri od.

Now, what | have passed out to you is an
exhi bit that, on pages -- hand-nunbered pages three
and six shows the bal ance sheet for the 13-nonth
peri od of Decenber -- | should say five and six --
shows the bal ance sheet for the 13-nonth period of
Decenber 2021 through Decenber 2022. Actually,
pages three through six show the entire bal ance
sheet. Pages five and six are the liabilities that
I want to focus on in nmaking ny | egal argunent
about the application of the statute.

If you turn to page five, there are three
lines that | want to draw to the Conm ssion's
attention to. Line six, whichis total equity
capital, line 14 and line 19. 14 is in the current
liabilities section and is accounts payabl e
associ ated conpanies, and line 19 is m scel | aneous
current and accrued liabilities. This page five is
the first six -- is Decenber through June of 2022.
And page six is the bal ance of the year.

You can see on line six for the first 12
nmonths of this period, that the nonthly bal ance for

total equity capital fluctuates, but it ranges
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1 between 1.3 million and 1.8 mllion for that
2 12-nonth period. And |lines one through five show
3 the subsets of the shareholders investnent in the
4 conpany known as equity.
5 Onh lines -- and | would point to you, and | am
6 going to talk about it later, | didn't highlight
7 it, but line nine is sonething called advances from
8 associ ated conpanies. That's in the |long-term
9 liabilities section.
10 On lines 14 and 19, under the equity and debt
11 i nvest nent accounts are eight types of current
12 liabilities amounts due in one year or later. And
13 | have just included on pages seven and ei ght the
14 definitions of account 223, advances from
15 associ ated conpani es, and on page ei ght, account
16 233, accounts payable to associ ated conpani es, as
17 wel | as on page nine, the mscellaneous current and
18 accrued liabilities. Those are the definitions
19 that apply to the bal ance sheet that is fromthe
20 MFRs of the conpany that is on hand-nunbered pages
21 five and si x.
22 You can see, on lines 14 and 19, the bal ances
23 of these current liabilities, accounts payable
24 associ ated conpani es and m scel | aneous accrued --
25 and accrued liabilities. They approxi mate four and
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1 $3 mllion for each of these accounts for the 12

2 nont hs respectively. You can see the bal ance for

3 line 14 is roughly in the three to $4 mllion

4 range, and on line 19 is in the 3.3, it |ooks like

5 it's fairly fixed at $3.3 nillion.

6 When you go to line -- back up to line nine,

7 advances from associ ated conpanies is an entirely

8 different animal fromthese current liabilities.

9 It represents a long-termliability that is treated
10 by the Comm ssion under your adoption of the USQA
11 as an investnent by the owners. And in your
12 policy, if it is an affiliated transaction with
13 zero cost rate, it is treated as commobn equity.

14 In fact, this same, or very close to this sane
15 bal ance anmount of $250, 000 was reclassified as

16 equity in the |ast case. That adjustnent was not
17 made in this case. And you can see on pages 10, 11
18 and 12, the excerpts fromthe |last rate case order,
19 and specifically on page 12, there is the $252, 431
20 of this same balance in the |last rate case, it was
21 converted to equity, and you can see on the

22 schedule that is line 13, in the specific

23 adj ust nents col unm, you can see that 252,431 was

24 reclassified as from advances from associ at ed

25 conpani es to common equity.
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1 And then on page 14, the MFR schedul e from

2 that | ast case, you can see that |ine nine,

3 advances from associ ated conpani es, there is that

4 $250, 000. And then you can see on |ine 14,

5 accounts payabl e associ ated conpani es, 341, 627 at

6 the end of 2011, and then the end of the historical

7 test year 258,951, there is no bal ance for

8 m scel | aneous current and accrued liabilities.

9 Those - -

10 CHAI RMAN FAY: M. Rehwi nkel, | think you are
11 getting there because you are going in order of

12 your pages, but you are over your tine a little

13 bit, just if you can bring it in for a |anding.

14 MR. REHW NKEL: Well, | have got a bit nore to
15 say, M. Chairman. And, you know, we said in our
16 letter that we intend to seek interlocutory relief
17 in this case. And if you want ne to stop now, |

18 will, but | would be deprived of ny opportunity to
19 i nformyou of what | think you have done wong. So
20 | don't want -- | want the record to be clear that
21 we have intended -- we have attenpted to discharge
22 that obligation that the Suprene Court has recently
23 said we have. So | amhappy to stop. |If thisis a
24 good stopping place, | amhappy to nmake it here.

25 CHAI RMAN FAY: Yeah. | was going to give you
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 a mnute to close, M. Rehw nkel, not go
2 significantly beyond that. | think | was very
3 clear at the beginning of the tine you were
4 allotted and your opportunity. | think you have
5 stated multiple tinmes your, you know, right to
6 preserve your appellate action in an interlocutory
7 appeal. | think that's all on the record. And so
8 you sent a nunber of letters -- your office has
9 sent a nunber of letters to us stating sonme of
10 these points that we have revi ewed and | ooked
11 t hrough, and so if you have sonething that you
12 would like to close with --
13 MR, REHW NKEL: Ckay.
14 CHAI RVAN FAY: -- you are welcone to do so,
15 but --
16 MR, REHW NKEL: Thank you.
17 CHAl RVAN FAY: -- otherwise, | amnot going to
18 extend beyond nuch.
19 MR, REHW NKEL: Ckay. So the last part of
20 this exhibit shows that we have cal cul ated the
21 interimrate for water should be one -- no nore
22 than 178.
23 CHAI RMAN FAY: \Wat page, M. Rehw nkel ? What
24 page are you on? | amsorry.
25 MR, REHW NKEL: [|f you -- this is on page 19
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1 and 20 of this exhibit. You will see for water, we
2 have recommended that the statute allows you to
3 charge the custoners no nore than $178, 319 conpared
4 to the 410,299 that's in the staff rec for water.
5 And for wastewater, 142,786, versus the 244,186
6 that is in the staff reconmendati on.
7 We believe this is the case because the staff
8 recommendati on effectively profornmas and restates
9 the historical period in violation of the statute,
10 and conparing themon a -- at the end of the case
11 woul d not allow this unl awful ness to be renedi ed,
12 and so the custoners would be irreparably harned if
13 they had to wait and have it neasured on that
14 basis. So --
15 CHAI RVAN FAY: (kay.
16 MR. REHW NKEL: Thank you, M. Chairman. |
17 woul d urge that the Conm ssion defer this and all ow
18 further discussions with staff and conpany.
19 MR. FLETCHER: Can | make a conment ?
20 CHAl RMAN FAY: M. Fletcher, | have allowed, |
21 think, nore than -- nore than enough tinme at this
22 poi nt .
23 So, M. Friedman, you are recogni zed.
24 MR. FRI EDMAN.  Thank you, M. Chairman and
25 Comm ssioners. | am Marty Friedman, attorney for
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850)894-0828 Reported by: Debbie Krick



20

1 Pluris Wedgefi el d.
2 You know, keep in mnd is that if Public
3 Counsel is correct, then the custonmers will be
4 refunded with interest. |f the Public Counsel is
5 incorrect, there is no nethodology for the utility
6 to make up for that |ost revenue, and it's been 10
7 full years since Wedgefield has had a full rate
8 case.
9 OPC s argunment on capital structure to ne
10 appears to be a matter of semantics. The noney,
11 the $7.9 mllion that was infused into the conpany,
12 no matter what it was booked as, carries no
13 interest, no intent to repay it. |In fact, the
14 utility would have no way to repay $7.9 mllion
15 with a | oan even at no interest.
16 So -- and it's not uncommon for the Conm ssion
17 to reclassify entries in books fromone thing to
18 another. | nean, obviously, it's often done
19 recl assi fying expenses to capital. And it's ny
20 under st andi ng that when there is a loan to a
21 rel ated party, an interconpany |oan that doesn't
22 carry interest and is not going to be repaid, that,
23 under NARUC, gets treated as equity. And | think
24 that the OPC s position is taking formover
25 subst ance.
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1 And | would rem nd you of sonething
2 Shakespeare wote, "Wiat's in a nane? That which
3 we call a rose by any other nanme would still snell
4 as sweet." And what that nmeans to us sinple people
5 is that it matters what sonething is, not what it's
6 called. And these book entries are clearly equity
7 i nfused by the parent conpany, no matter what you
8 call them
9 Thank you.
10 CHAI RMAN FAY: kay. Geat. Thank you, M.
11 Fri edman.
12 All right. Comm ssioners, what | would |ike
13 IS just to get sone initial response maybe both
14 fromlegal and then, M. Cicchetti, also to you. |
15 know we are -- | know the basis of OPC is nore sort
16 of towards this |egal conponent, but I think it's
17 just technical in nature by the very conplexity of
18 what this includes.
19 And so maybe, Ms. Crawford, if | could have
20 you go first just with sone clarity. And you m ght
21 be the right person, or sonebody else in | egal
22 m ght be the right person, but what I -- | would
23 also like you to address the realities of this
24 interimmandate as a tineline.
25 Sol think ny -- ny concern wwth this -- |
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1 don't -- | don't love the interimstatute to begin
2 with, but | think there is a mandate in there, and
3 | don't know simlar to electric or gas, where you
4 have got the mandate for the inplenentation of
5 rates. | don't even know what that mandate woul d
6 include. But | just want to know what that | ooks
7 | i ke, because | believe -- and | could be wong on,
8 is that, but | believe the utility has waived that
9 once already, and so if we exceed that tineline, I,
10 you know -- and | apol ogi ze because | gave you that
11 qguestion on the back end, but if you could address
12 that first maybe and then sone of the coments.
13 M5. CRAWFORD: Absolutely. Thank you,
14 Chai r man.
15 367.082, as Ms. Helton has al ready observed,
16 IS very prescriptive. And one of the ways that it
17 IS prescriptive is in ternms of the statutory
18 deadlines that are involved in that statute.
19 The statute requires that the Comm ssion shal
20 aut hori ze within 60 days of the filing of such
21 relief the collection of rates sufficient to earn,
22 so on and so forth, provided they put forth the
23 necessary prima facie showng for interimrelief.
24 The 60 days enures to the benefit of the conpany.
25 It hel ps prevent regulatory |lag for a conpany that
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1 is needing a significant cash inflow.
2 M. Friedman has al ready deferred interim
3 determ nation once to allow staff to bring it to
4 this Agenda versus the previous Agenda. It is his
5 client who -- to whonml s benefit that statute the 60
6 days enures. It's up to himto whether he would
7 like to defer or not.
8 There is nothing in the statute that gives the
9 Conmmi ssion the discretion to defer the item |
10 think it indicates that if a prima facie show ng,
11 then the Conmi ssion should -- or shall authorize
12 those interimrates. And certainly, that has been
13 the Commi ssion's practice nuch |onger than | have
14 been here, as far as authorizing interimwthin 60
15 days. So | don't think a deferral is appropriate.
16 | would also Iike to correct one thing. If |
17 understood correctly, M. Rehw nkel said that
18 reconsideration is not available in interim and we
19 took a nonent to pull the ending | anguage to
20 interimorders for the Commi ssion. It does provide
21 for reconsideration. | amcertainly not
22 encour agi ng reconsi deration as a prospect, but it
23 Is available to OPC.
24 It is also an interlocutory appell ate order.
25 It is not a final order of the Comm ssion. That
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1 was determ ned by the Suprene Court in, | think it
2 was '75 in the Gtizens V Mayo case.
3 The idea is to let that that interimgo into
4 effect subject to refund, which protects the
5 custoners. And then once the final order issues,
6 if we -- if sonebody believes we got not only the
7 final order wong, but the interimwong, then they
8 can bring forth whatever appellate case they
9 believe is appropriate.
10 CHAI RMAN FAY: (Okay. And then just -- just
11 if, hypothetically, there were to be the end result
12 of the rate, not the interimportion, the end
13 result of the rate was less, is there any conponent
14 of this that would prohibit the refund, and | think
15 it would be a refund with interest to the
16 cust omers?
17 M5. CRAWFORD: Pursuant to our rules, that's
18 correct. And | -- although | appreciate Public
19 Counsel 's concerns about getting the pot right now
20 | amunclear on why, if the calculation isn't quite
21 correct, how we can't go back and refund it. |If
22 there is a significant difference owed to the
23 custoners, then our rules provide for that.
24 So again, if you were |ooking to appeal an
25 interimorder like interim you would have to show
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1 i rreparabl e harmon appeal, and | am not clear on
2 what that irreparable harmwould be. OPC seens to
3 be argquing that, as a pure legal nmatter, the harm
4 Is such that it conpels sone higher standard on
5 appeal , but I --
6 CHAI RMAN FAY: Based on --
7 M5. CRAWFORD: -- if that's case, | don't
8 agr ee.
9 CHAI RMAN FAY: (kay. Based on your
10 recommendation, there is no prohibition of that to
11 be able to be right -- | understand the argunent
12 m ght be a different one as it relates to the
13 interim but as far as the concluding order of the
14 rate, there is no prohibition that we woul d see
15 based on the decision?
16 M5. CRAWFORD: That's ny under st andi ng,
17 correct.
18 CHAI RMAN FAY: (Okay. And then, M. C cchetti,
19 di d you have anything that you wanted to add on the
20 techni cal side?
21 MR, ClI CCHETTI: Yes, M. Chairnan.
22 CHAI RVAN FAY: (kay. You are recognized. &o
23 ahead.
24 MR, ClI CCHETTI: The conpany nmade a substanti al
25 investnent of $7.9 million in order to deal with
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the |l egal fees and the judgnent agai nst them They
had to nmake substantial investnent in order to keep
t he conpany operating, and that investnent is
represented on lines 14 and 19 that M. --

CHAI RMAN FAY: \What page are you on, M.
Cicchetti ?

MR. CICCHETTI: It's the balance sheet that
was provi ded by M. Rehw nkel .

CHAI RMAN FAY: If you |l ook at the bottom
right, there as circled nunber on that page.

MR, CICCHETTI: | don't have a copy of that.

It would be five and six -- pages five and six.

CHAI RMAN FAY: Okay. Just nmake sure we have
everybody -- give everybody a chance to have that
in front of them before you give that explanation.

So, Conmm ssioners, do you have that
i nformation? Ckay.

Go ahead, M. G cchetti.

MR, CICCHETTI: Ckay. And then in Decenber of
'22, those accounts were restated as equity, as you
can see on line five on page six. And the staff
used this 13-nonth average, these 13-nonth average
anounts to arrive at the average anount of equity.

Now, Public Counsel is recomrendi ng that you

treat these as current liabilities. WlIl, current
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1 liabilities are that -- or other obligations that
2 are expected to be paid within one year.
3 Qoviously, if this has been reclassified to equity,
4 it is not an anount that's expected to be paid
5 within one year. And so the appropriate treatnent
6 of this is to recognize it for what it is, an
7 amount of equity.
8 Staff did not use a profornma anmount, and we
9 did not restate anything in violation of the
10 statutes. In fact, it has been conmon Comm ssi on
11 practice to recogni ze i nterconpany payabl es as
12 equity. And it's not unusual for conpanies to book
13 it this way in the water and wastewater industry,
14 and for staff and the Comm ssion cone back and
15 correct those entries and restate themas is
16 appropri at e.
17 In fact, in the Comm ssion's standard
18 operati ng procedure manual, with regard to
19 corrections and adjustnents to the interimrequest,
20 it says, adjustnments to correct errors in interim
21 test year data are appropriate. So we --
22 CHAl RMAN FAY: M. C cchetti, wuld it --
23 woul d the -- and | apol ogize for interrupting you,
24 but would it also be consistent with standard GAAP
25 accounting principles? | nean, is that -- you are
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1 sayi hg our precedent, which is relevant, but | just
2 want to understand, is this --
3 MR CI CCHETTI: Yes, to have interconpany
4 payabl es treated as equity is in conpliance with
5 GAAP.
6 CHAI RVAN FAY: Ckay. Conm ssioners --
7 MR, CICCHETTI: Like, this would be for
8 rat emaki ng purposes, and I would -- the final thing
9 | would point out is if you | ook at how Public
10 Counsel came up with their revenue requirenent --
11 interimrevenue requirenent, they had to inpute
12 debt to the conpany. So you have a bal ance sheet
13 t hat bal ances, and yet you have to inpute debt to
14 the conpany. That's not sonething that was done in
15 the last rate case. So staff stands by its
16 reconmmendati on, and we believe we have done this
17 correctly.
18 CHAI RMAN FAY: kay. G eat.
19 Commi ssioners, | want to make sure you are --
20 i f you have any of questions for Ms. Crawford or
21 M. Cicchetti.
22 Conmm ssi oner Clark, you are recogni zed first.
23 COW SSI ONER CLARK: M. G cchetti, just a
24 qui ck question. |If you convert -- y'all have
25 confused ne really good today. Congratul ations.
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1 CHAI RMAN FAY: It's the bow ti es.
2 COW SSI ONER CLARK:  The bow ties have got the
3 oxygen cut off or sonething.
4 You converted |long debt -- long-termdebt into
5 equity. Wat is the effect on the revenue
6 requi rement, and how would that -- if you nade the
7 -- if you did not nmake this adjustnent, conversion
8 fromdebt to equity, how would that effect the
9 interimrate in ternms of the percentage of increase
10 t hat Wedgefield is proposing?
11 MR, ClI CCHETTI: Conmm ssioner Clark, we did not
12 convert long-termdebt to equity. W sinply
13 changed recogni zi ng what was booked in current
14 liability accounts as equity, as consistent with
15 past Conm ssion practice.
16 If we did not nmake this adjustnent and we
17 proceeded as Public Counsel is recommending, it
18 woul d be a substantial difference in the interim
19 request. | amnot sure exactly what that nunber is
20 because | haven't sat down and cal cul ated that vyet.
21 But you would al so have to follow the Public
22 Counsel's recomrendation to inpute debt to the
23 conpany in order to get a weighted average cost of
24 capital, because you woul d have | ess capital than
25 you have rate base, which is another sign that
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1 there is a problem Sonething is not being treated
2 correctly. And so they have addressed that by
3 I nputi ng debt.
4 COW SSI ONER CLARK: |Is there a scenario that
5 staff would, after reviewing this, cone to that
6 sanme conclusion? | nean, | realize we are kind of
7 in a short -- real quick tinme turnaround here, but
8 after any type of analysis, do you think staff is
9 going to cone back and agree that that's the way it
10 shoul d have been treated all al ong?
11 MR, CI CCHETTI: Absolutely not. The way we've
12 recommended, yes. The way Public Counsel is
13 reconmendi ng, no.
14 COMM SSI ONER CLARK:  Right. That's what | am
15 asking. |Is that there is no, hey, we nay need to
16 | ook at this. Hey, maybe it would help if we did
17 this or this, or there is another way, you are
18 sayi ng that based on the surface, there is no way
19 staff is going to cone back and say that OPCis
20 correct, thisis --
21 MR. ClI CCHETTI: Correct.
22 COW SSI ONER CLARK:  Ckay.
23 CHAI RMAN FAY: (Okay. Questions?
24 Conmi ssi oner Graham
25 COW SSI ONER GRAHAM M. Chai rman, |
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1 apol ogi ze. | amgoing to do sonmething that is just
2 beyond ne, but | see M. Rehw nkel over there
3 chonping at the bit. |[If we could give himone nore
4 m nut e.
5 CHAI RMAN FAY: Comm ssi oner G aham yeah, it
6 must be the bowtie. | love it.
7 Yeah, M. Rehw nkel, you are recognized if you
8 have any further clarification. | just --
9 Comm ssi oner Graham | think we've given the
10 appropriate tine it. |Is there something specific
11 that --
12 COW SSI ONER GRAHAM | saw himgetting ready
13 to cone out of his seat a couple of tines so --
14 CHAI RVAN FAY: Cot cha.
15 M. Rehw nkel, if you could be brief.
16 MR. REHW NKEL: Wbuld you allow ne to let M.
17 Fl etcher address it?
18 CHAI RMAN FAY:  Sure.
19 MR, REHW NKEL: Thank you.
20 MR. FLETCHER: | think to address Conmi ssi oner
21 Clark's question, if you were to hand out, | think
22 it's page 18, that is OPC s cost of capital, and
23 you conpare that to page 14 of staff's
24 recommendati on, you can see the differences.
25 To address part of your question, this wll --
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1 if you | ook at page 14 of the reconmendation, staff

2 had cane up with 8.83 percent overall cost of

3 capital on line 14. You |ook at that sanme nunber

4 on the handout on page 18. This is OPC s

5 recal cul ati on of revenue requirenent, |line 14.

6 It's 5.68. The reason there -- you can see the

7 di fferences really highlight.

8 On staff's total capital, they started with

9 t he adjusted bal ance off of the MFR Schedul e D la.
10 Well, you are supposed to use MFR Schedul e D 2a.

11 And if you can |look at ny schedule to really

12 reflect the accurate, 13-nonth average bal ance of
13 equity was negative $1 mllion. And there was a

14 specific adjustnent that the utility nmade and staff
15 made as wel | .

16 You can -- you don't really see this on the

17 schedule. | was able to see it on the Excel file.
18 In order to get to staff's 5,894,387 on line 11,

19 how you had to get there is through the -- starting
20 off with a negative 103 mllion of equity, and then
21 -- and then there was a specific adjustnent in the
22 Excel file that you could see. You can't see it on
23 page 14. You can only see this if you | ook at the
24 Excel file. There was a specific adjustnent of

25 $6.8 million plus in order to get to staff's
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1 positive on line 11 in the reconmendati on, that

2 positive 5.8 mllion. So you don't even see pro

3 rata adjustnents on staff or the utility -- on the

4 utility's fromline one through seven. You see --

5 on page 18 you can see the pro rata adjustnents

6 t hat shoul d have been nade.

7 You are supposed to reconcile down to rate

8 base. What is reflected on |ine seven, and then

9 reconciled down to rate base on the per utility is
10 7.2 mllion. No, if you look at the rate base

11 schedul e and al so on Schedule B-2a, it reflects

12 what we have on our page 18, that reconciled down
13 to rate base, line seven, of 6.1 mllion for rate
14 base. That is a $1.1 nillion difference as what
15 the conpany reflected on staff's page 14.

16 So on line -- you can see on |line 11 on the
17 common equity, that negative zeroing out, that

18 I ncludes, consistent wth the |ast rate case, the
19 advances from associ at ed conpanies, in that |ast
20 case that's also in this handout, where the

21 Commi ssion transferred that fromlong-termdebt to
22 equity. That shows up in on ny schedule. You

23 don't see that on the specific adjustnents on |ine
24 eight or 11 on staff's schedule on page 14. |It's
25 not there. That is an adjustnent consistent with
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1 the last rate case that's not refl ective here, and
2 | just wanted to point those out.
3 And to really see it reflected on line, that's
4 equi valent to a normalization adjustnent from an
5 actual, what they actually reflected in the
6 13-nmont h average bal ance to convert -- to use those
7 specific adjustnents that you see on ny schedul e on
8 page 18, that's no different than staff's
9 recommendation to renove the managenent fees of
10 237,000 a piece for water and wastewater as being
11 proforma. And the Conm ssion has historically
12 di sall oned proforma adjustnents to the historica
13 bal ance.
14 CHAI RMAN FAY: And, M. Fletcher, just for
15 clarity, is -- based on what you have pointed out
16 hi gher, presumng all the -- all of what you
17 presented is accurate, do you see those decisions
18 creating a prohibition for riding it when the rates
19 are approved for finalization? | nean, |ike, none
20 of these things are curable in your opinion, then?
21 MR, FLETCHER: It can. |If you look at -- on
22 Novenber 30th letter --
23 CHAI RMAN FAY: | don't mean to go back into
24 it.
25 MR, FLETCHER -- that right there, it cannot
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1 -- if you approve a rate higher for interim if it
2 -- if the statute says it's supposed to be here and
3 you approve a hi gher nunber, at the end, based on
4 the utility -- the Comm ssion's | ongstanding
5 interimrefund nethodol ogy, they can never be made
6 whole. This is sonething that you don't | ook at.
7 It doesn't capture that in the refund nethodol ogy.
8 CHAI RMAN FAY: kay. That answers ny
9 question. Thank you.
10 COW SSI ONER CLARK: M. Chairman, | would
11 like staff to respond to that, because that doesn't
12 seem -- that goes totally against the whole idea
13 with refunding with interest. You are going back
14 and you are recapturing the overpaynent to the
15 consuner and paying them back with interest, is
16 that not a fair statenent?
17 CHAI RMAN FAY: | think -- | think M. Fletcher
18 has presented his opinion onit. | agree with you.
19 If staff would like to opine further as to how
20 that's interpreted. | think the big question
21 obviously -- well, you don't want to speak for
22 Conmm ssioner Ol ark and ny col | eagues.
23 The bi g question because of the nature of this
24 interimstructure, the prescriptiveness of it, and
25 then the tinmefranme that's occurred, which has
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1 al ready been wai ved once by the utility, sonme of
2 what M. Fletcher is touching on, the big question
3 as a commssion is if the whole prescriptive nature
4 of that is interimand what it opines, then can
5 t hat be, quote/unquote, cured -- | nean, there
6 is -- | think any termcould be used, but for the
7 final rate portion? And that's where, | think to
8 Conmm ssioner Clark's point, since | have been here,
9 | have never seen sonething that couldn't be
10 cal cul ated right that was potentially over or
11 under, or whatever it may be. But | think the
12 claimby OPCis that it can't be, and so do you
13 have anything to add, | guess either you, M.
14 Ci cchetti, or legal before, as a comm ssion, we
15 take up a vote on this?
16 MR, CICCHETTI: That's a function of the
17 interimstatute. It's a quick and dirty. And then
18 when the Commi ssion gets to its final vote, it
19 woul d say, this is -- these are the rates that
20 shoul d be used goi ng forward.
21 In this instance, the interimtest period is
22 the sane as the permanent rates period test year.
23 And so if the interimrate was greater than the
24 final rate, that anmount would be refunded wth
25 I nterest, but the presunption would be, once the
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1 Comm ssi on nakes that permanent rate decision, that
2 coul d have been appropriate fromthe begi nning of
3 the case forward. And just the fact that there
4 woul d not be any further adjustnent, is just that.
5 W did a quick and dirty to get the conpany up to
6 the bottom of the range, then a hearing was held,
7 and the Commi ssion cones up wth a final rate.
8 So if the Comm ssion cones up with a final
9 rate that's above the interimrate, there is no
10 harmto anyone, in ny opinion. And | think that's
11 the idea of how the whole process is supposed to
12 wor K.
13 CHAI RMAN FAY: And just for clarity, they are
14 -- assumng all that's true, and at the end you are
15 able to -- let's say it's over and you are able to
16 adjust for it. Although, these nunbers don't seem
17 like the total would be over, because only a
18 per cent age of what's been asked to be recoverable
19 and the interimis being allowed on the
20 recommendati on, but just presunme that it is over at
21 that tine, that -- that interimanount essentially
22 I's, in sone shape or form absorbed, or negated at
23 that tine, and so the question then becones is the
24 custoner harned by that interimconponent where
25 that collection occurs?
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1 And if that can't be fixed, including with
2 interest, then | think it's a real concern. If it
3 iIs able to be, quote/unquote, cured or fixed in
4 that -- in that total, that final rate decision,
5 then I think we kind of have gotten ourselves into
6 a position where | think sound m nds can di sagree,
7 this interimstatute isn't great, and maybe it's
8 putting us in a posture where, you know, we are
9 relying on it to be cured, but naybe that's not the
10 best sort of process that we have in front of us.
11 So, | nean, you at |east concede, | guess,
12 t hat those nunbers could change, and there could be
13 a scenario where it could be an over -- an overage?
14 MR CI CCHETTI: Yes --
15 CHAI RVAN FAY: (kay.
16 MR. CICCHETTI: -- | agree with your
17 I nterpretation.
18 CHAI RMAN FAY: Yeah. Any foll ow up?
19 Commi ssi oner C ark.
20 COMWM SSI ONER CLARK:  Yeah, just a fina
21 observati on.
22 This is a little bit unusual. | nean, | am
23 going just go out here on a linb and say | am a
24 little confused.
25 This is an interim-- we are proposed interim
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1 rates here, and we've technically had a mniature
2 rate hearing today in | ooking at these nunbers. |
3 don't know that this is the correct forum | am--
4 you have given nme so nuch infornmation.
5 | don't discounts anything you guys have said
6 in terns of what is fact or true. | don't know
7 yet. But | don't think that this conmm ssion has --
8 and these guys are a lot snmarter than ne, they nay
9 have figured it out already, but | don't think we
10 have tinme to digest this informati on and nmake a
11 determ nation. And | just want to know how we
12 remedy this kind of issue from happeni ng agai n that
13 we are having a, quote, mniature hearing inside of
14 an interimrate di scussion.
15 CHAI RMAN FAY: Yeah, | agree, Conmm ssioner
16 Clark. W don't see the interima lot. | nean,
17 when | was briefing, it's a rare situation, but |
18 think the mandate is what it is on that tinefrane.
19 So, Ms. Crawford, | nean, | guess the only
20 thing going forward, to address Conmm ssi oner
21 Clark's concern, and | sort of jokingly nentioned
22 passi ng everything controversial to Conm ssioner La
23 Rosa, but just froma procedural standpoint, the
24 only option going forward, to get in the posture
25 maybe that sone Conm ssioners would be fully
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1 confortable with, it would require the utility
2 essentially to waive further that tinmefranme, which
3 the Legislature put in there pretty prescriptively,
4 correct? 1Is that --
5 M5. CRAWFORD: Correct. And | -- again, |
6 don't think the interimstatute affords that kind
7 of discretion for the Conm ssion. The utility may
8 grant, but | don't believe it can be required to
9 wai ve - -
10 CHAI RMAN FAY: (kay.
11 M5. CRAWFCORD: -- the 60 days.
12 COW SSI ONER CLARK: Val id point.
13 CHAI RVAN FAY: kay. And, M. Friednan,
14 anything to add on that note? | don't know if you
15 woul d di scuss this with your client, or have
16 di scussed it in the posture that we are in, because
17 you did waive that tinmeline once, but is that
18 sonet hing that woul d, you know, be a potential for
19 you and your client?
20 MR. FRI EDMAN: Yeah, M. Chairnman, | am not
21 sure there is anything that can be gai ned by
22 extending it. | nmean, Public Counsel has wei ghed
23 in on their position. M experience is that's
24 going to be their position if | sat down and tal ked
25 to themfor the next nmonth until this canme back up,
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



41

1 my guess is they are going to stick with this, and
2 say, this is the way it is, take it or leave it.
3 And so | nmean, | can go into details on where
4 I think they made a m stake when they cane up with
5 what they think the revenue requirenent is, the way
6 they took this interconpany debt, and you don't
7 want to hear all of that --
8 CHAI RVAN FAY: Correct.
9 MR, FRIEDMAN. -- and this isn't a perfect
10 pr ocess.
11 CHAI RMAN FAY: Right, but | do want to hear if
12 you believe that an extension would be appropriate
13 or not.
14 MR. FRIEDMAN. No. M client has not
15 aut horized ne to grant an extension.
16 CHAI RMAN FAY: Okay. G eat.
17 Commi ssi oners, any other questions for --
18 Conmm ssi oner Passi donp, you are recogni zed.
19 COW SSI ONER PASSI DOMO Thank you, M.
20 Chai r man.
21 It just sounds |like we are starting to sort of
22 tee up a vote here, and | just want to, before we
23 do.
24 | am supportive of staff's recomendation
25 purely on the interimrate statute, 367.082, really
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1 that's just what we are here today to tal k about,
2 Is interimrates. And so again, wth Conm ssioner
3 Clark, so that's -- | would just, noving forward, |
4 support staff's recommendati on on that basis.
5 CHAI RVAN FAY: (kay.
6 COW SSI ONER GRAHAM  Is that a notion?
7 CHAI RVAN FAY: Commi ssioner Grahamsaid, is
8 that a notion?
9 COW SSI ONER PASSI DOMO Yeah. Sure. That's
10 a notion.
11 CHAI RVAN FAY: Do we have a notion a second?
12 COW SSI ONER GRAHAM  Second.
13 CHAI RMAN FAY: A notion and a second.
14 Ckay. All that approve say aye.
15 (Chorus of ayes.)
16 CHAI RVAN FAY: Ckay. Show that passing
17 unani nousl vy.
18 Al right, Comm ssioners, that addresses Item
19 No. 7.
20 MR, REHW NKEL: Thank you, M. Chairman. |
21 just want to thank you for two years of stewardship
22 at the agency. | have enjoyed practicing before
23 you as Chai r man.
24 CHAI RMAN FAY: Thank you, M. Rehw nkel. |
25 appreci ate that.
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1 Al right. Comm ssioners, that -- Item 7 was
2 the last itemon our agenda for today. That w |
3 concl ude our Agenda.

4 W will nove into Special Agenda at 10: 15,

5 whi ch right now -- excuse ne, 11:15. Ri ght now, |
6 have 11:06, so 11:15.

7 (Agenda item concl uded.)

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
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