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Executive Summary

Chapter 2012-187, Laws of Florida (Legislation), created the Study Committee on
Investor-Owned Water and Wastewater Utility Systems (Committee) for the purpose of studying
issues and challenges facing investor-owned water and wastewater utilities, particularly small
systems, and making recommendations, which include suggesting legislative and agency rule
changes, to the Governor, Speaker of the House, and President of the Senate by February 15,

2013.

The Committee approved its final report on February 7, 2013, which is organized into the

following sections:

Section | provides a brief background about the formation of the Committee.

Section Il details the process used by the Committee to identify and develop issues
required by the Legislation and suggested by Committee members.

Section Il addresses the five issues required by the Legislation.

Section IV addresses the seven issues proposed and considered by Committee

members.

The report also includes the following Appendices:

Appendix |

Appendix Il

Appendix 11

Appendix IV

Appendix V
Appendix VI

Appendix VII

contains a copy of the Legislation creating the Committee.

contains a list of the Committee’s recommended Legislative
Actions.

contains a list of the Committee’s recommended Rulemaking
Actions.

contains a list of the Committee’s recommendations to state
agencies and other entities.

contains written proposals made by Committee members.
details public input.

contains the approved Minutes of all meetings and a voting
tabulation.

The Committee considered and addressed twelve issues. Table ES-1 is attached to this
Executive Summary detailing the member’s votes on each issue.



Issue 1: Economies of Scale

Controlling costs is essential for all utilities, but particularly for small and intermediate
sized investor-owned utilities. The ability to take advantage of quantity discounts for chemicals
and other relevant equipment and materials is severely limited for these systems. The Committee
recommends that the Department of Management Services initiate rulemaking to allow investor-
owned water and wastewater utilities to take advantage of state purchasing arrangements.

The Committee also recommends having the Florida Rural Water Association develop a
statewide online exchange/listing of available new and/or used equipment, materials, and
supplies available for purchase from other utilities through the Association’s website.

Issue 2: Low Interest Loans

One fundamental challenge facing small, investor-owned water and wastewater utilities
today is the need to attract capital at a reasonable cost to fund aging infrastructure and comply
with increasing water quality standards. Issue 2 addresses the availability of low interest loans to
small, investor-owned water and wastewater utilities. The Committee adopted six proposals for
increasing access to low interest loans or grants for infrastructure improvements and
replacements, three of which are designed to increase the use of the State Revolving Fund, which
uses state and federal funds to provide low interest loans and grants. These include allowing
Class A investor-owned utilities access to the State Revolving Fund loan program,
recommending that Department of Environmental Protection attempt to streamline the process
for applying for these loans, and allowing the pass through of a loan service fee related to loans
for infrastructure to serve existing customers.

In addition, the Committee encourages a collaboration among the Public Service
Commission, other regulatory agencies and industry associations for the purpose of
implementing an outreach program to inform utilities of the existence of loan and grant
programs, and also recommends legislative action to increase the allocation of private activity
bonds for water and wastewater infrastructure improvements. The Committee further
recommends that the Legislature encourage the federal government to eliminate the Used &
Useful cap and relax the restriction on the exempt private activity bonds for water and
wastewater utilities and to allow investor-owned wastewater utilities to be eligible for funding
through the wastewater loan program.

Issue 3: Tax Incentives or Exemptions

Small investor-owned water and wastewater utilities are not currently eligible for tax
exemptions or tax incentives related to utility expenses and investments, unlike government-
owned and not-for-profit utility systems, which are exempt from property taxes, certain sales
taxes, and ad valorem taxes. The Committee adopted two proposals to provide tax exemptions to
investor-owned water and wastewater utilities, including the extension of ad valorem, property
tax, and sales tax exemptions to investor-owned water and wastewater utilities.



Issue 4: Purchase of Existing Systems

Issue 4 addresses the impact on customer rates if a utility purchases an existing water or
wastewater utility system. In analyzing this issue, the Committee discussed seven proposals to
change current processes, which would involve both statutory and rule changes. After
consideration of all seven proposals, the Committee voted to make no changes to the statute or
rules governing the transfer of an existing utility to an investor-owned utility.

Issue 5: Resellers

Issue 5 addresses the impact on customers’ rates of a utility providing service through the
use of a reseller. Reseller utilities are exempt from regulation if they collect from their
customers only the cost of the service from the wholesale provider. In an effort to encourage
water conservation, the Committee recommends that exempt water resellers be allowed to
recover a portion of their metering and billing costs and still retain their exempt status.

Issue 6: Reserve Fund

Affordable, accessible financing is an ongoing issue for the investor-owned water and
wastewater industry and is a particularly acute need for smaller systems. The Committee
considered three proposals relating to reserve funding for investor-owned water and wastewater
utilities. The Committee adopted one proposal, which is to recommend that the Legislature
delegate rulemaking authority to the Public Service Commission to establish criteria for approval
of a reserve fund account for the purpose of making infrastructure improvements and repairs.

Issue 7: Interim Rates

Issue 7 was proposed as an amendment to Section 367.082, Florida Statutes, to authorize
the award of an interim rate increase only after a utility cures all deficiencies in its rate case
minimum filing requirements.  After considering the proposal, the Committee did not
recommend amendment of the statute.

Issue 8: Rate Case Expense

Rate case expense may include legal, engineering, and accounting expenses associated
with preparation and processing of a rate case. The Committee considered three proposals
related to the issue of rate case expense. The first proposal, which the Committee adopted,
would no longer allow rate case expense for consultants and attorneys in the course of staff-
assisted rate cases, which are only available to small systems with annual revenue of $250,000 or
less. The Committee recommends statutory change to limit the allowance of consulting and
attorneys’ fees to only those incurred after the issuance of the initial staff report in a staff-
assisted rate case.

The second proposal, to prevent the recovery of rate case expense from more than one
case at a time, was approved by the Committee and requires the utility to forfeit any unrecovered
rate case expense from a prior case when rates are implemented from a subsequent case. The



third proposal, which is to prohibit recovery of the amount of rate expense that exceeds the
increase in revenue, minus rate case expense, was also approved by the Committee.

Finally, in conjunction with this issue, the Committee recommends that the Public
Service Commission revise its rate case noticing requirements to inform customers when they
are notified of a rate increase of the amount rates will be reduced in four years and provide the
rate comparison that appears in the final rate case order.

Issue 9: Quality of Service

In Issue 9, the Committee recommends the establishment of a statutory mechanism by
which the Public Service Commission would consider whether a utility meets the secondary
water standards and wastewater treatment standards established by the Department of
Environmental Protection. The recommendation also requires the Public Service Commission to
prescribe penalties for a utility’s failure to adequately address the identified quality of service
concerns. In addition, the Committee encourages the Department of Environmental Protection
and the Public Service Commission to update the existing memorandum of understanding
between the agencies to define a procedure in which to share customer complaints regarding
water and wastewater secondary quality standards.

Issue 10: Public Service Commission’s Used and Useful Rule

Issue 10 was a proposal to consider recommending that the Public Service Commission
investigate, and if necessary, initiate rulemaking to amend its Used and Useful rules. However,
after discussion and consideration, the Committee determined that it did not have enough
information to make a recommendation.

Issue 11: Use of Technology

In Issue 11, the Committee recommends that the Public Service Commission investigate
the implementation of a fully electronic, interactive online filing and review process for water
and wastewater regulatory activities. The investigation should consider Public Service
Commission functions that would be suitable for electronic processing, the technical feasibility
of implementation, and the costs and resources necessary to implement such a process.

Issue 12: Public Service Commission’s Policies and Procedures

In Issue 12, the Committee explored several ways to improve the Public Service
Commission’s policies and procedures for the regulation of investor-owned water and
wastewater utilities in order to achieve regulatory efficiencies. The Committee recommends a
number of measures to increase communications between the Public Service Commission and
regulated utilities and between the regulated utilities and their customers. The Committee
recommends that the Public Service Commission develop metrics for the evaluation of utility
operations, consider changes to improve the minimum filing requirements for rate cases, require
utilities to develop long-range planning documents, and investigate the need for revisions to the
Class C annual report. Finally, the Committee suggests statutory amendments to expand the list

10



of eligible items in the current pass-through statute and/or delegate authority to the Public
Service Commission to approve additional expenses for pass-through treatment.

In conclusion, the Committee believes the report contains relevant analysis of a number
of the issues and challenges facing the investor-owned water and wastewater industry in Florida,
as well as possible solutions for consideration by the Legislature, certain state agencies, and
industry associations.
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Table ES-1
Summary of Votes on Committee Recommendations

Recommendation

Keith
Burge

John
Frame

Patrick
Flynn

Gary
Fres

Scarlet
Frizsina

Keith
Goodman

Donna
Gregory

Alan
Hays

Bobby
Lue

Jack
Mariano

Ray
Pilon

Michael
Smallridge

Ralph

Terrero

Tim
Thompson

Gary
Williams

Issue 1: Economies of Scale

Include investor-owned water and wastewater
utilifies as an eligible user in DMS purchasing
rules. 11/28/12, PASSED: YES - 12, NO -0

v

EXC

v

NA

Y

¥

Recommend FRWA develop statewide online
exchange of equipment & materials for use by
utilifies and vendors.

11/28/12, PASSED:YES -12, NO -0

¥

v

EXC

v

Y

NA

v

Y

v

Issue 2: Low Interest Loans

Expand the size restriction for [OUs under SEF.
11/28/12, PASSED: YES - 12, NO -0

v

EXC

v

NA

¥

¥

No change to mininmm SEF loan amount, but
recommend DEP investigate streamlining
process. 11/28/12, PASSED: YES - 12, NO -0

Y

EXC

Y

NA

Y

Y

Amend Section 367.081(4)(b). FS & PSC rules
to allow pass-through of loan service fee related

to loans for infrastructure to serve existing
customers. 1/8/13, PASSED: YES - 12, NO-0

v

NA

Y

¥

Encourage Congressional action to relax
restriction on tax-exempt private activity bonds
(PABs) for water & wastewater infrastructure
projects. 11/28/12, PASSED: YES - 12, NO -0

¥

EXC

Y

NA

¥

Y

v

Encourage review of allocation of PABs in
Florida to increase allocation of water and
wastewater projects.

11/28/12, PASSED: YES -12, NO -0

Y

EXC

Y

NA

Y

Y

Encourage Congressional action to allow
investor-owned wastewater utilities access to
wastewater loan program.

11/28/12, PASSED: YES - 12, NO -0

Y

v

EXC

v

NA

Y

¥

Y
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Keith

Recommendation Burse

John
Frame

Patrick
Flynn

Gary

Fres

Searlet
Frisma

Eeith
Goodman

Donna

Alan
Hays

Bobby

Jack
Manano

Ray
Pilon

Michael
Smallridge

Ralph

Terrero

Tim
Thompson

Gary

Wil

Issue 3: Tax Exemptions & Incentives

Recommend constitutional & statutory

amendments to allow sales. ad valorem &
property tax exemptions for water & wastewater Y
I0Us. 12/5/12, PASSED: YES - 10, NO -3

v

v

v

¥

N

v

v

Y

Issue 4: Purchase of Existing Systems

Recommend no change to statutes governing
sale of existing system to IOU after discussing
rate impact, acquisition adjustment, customer
notification of needed improvements, and v
preference to local government in sales
transactions.

11/1/12, PASSED: YES -7, NO -5

v

EXC

v

NA

v

v

Issue 5: Resellers

Authorize PSC-exempt resellers to charge up to
0% to recover meter reading & billing costs. v
11/28/12, PASSED: YES -9, NO -3

Y

¥

EXC

¥

Y

NA

Y

N

N

¥

Y

Issue 6: Reserve Funds

Authorize PSC rulemaking to create
infrastructure repair and replacement reserve v
account. 12/19/12, PASSED: YES -9, NO -0

EXC

v

No
vote

v

¥

NA

Y

v

No Vote

v

Y

Issue 7: Interim Rates

Revise Section 367.082, F.S., to allow inferim
rates only after the rate case application 1s

deemed complete. N
1/25/13. DID NOT PASS: YES -6, NO -7

v

v

v

NA

Issue 8: Rate Case Expense

Prohibit recovery of rate case expense in SARCs
prior to issuance of PSC staff s preliminary

report. N
1/25/13, PASSED: YES - T, NO -6

v

NA

Prohibit recovery of rate case expense for more
than one case at a time. N
1/25/13, PASSED: YES -7, NO -6

v
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Recommendation

Keith
Burge

John
Frame

Patrick
Flynn

Gary

Fries

Scarlet
Frisina

Keith

Donna

Alan
Hays

Bobby

Jack
Mariano

Ray
Filon

Michael
Smallridge

Ealph

Terrero

Tim
Thonpson

Gary
Williams

Prohibit recovery of rate case expense in excess
of approved increase minus rate case expense.
1/25/13, PASSED: YES -7, NO - 6

N

v

NA

Require a 50/50 percent sharing of rate case
expense between utility and customers.
1/25/13, DID NOT PASS: YES 4, NO -9

Y

N

Y

N

Y

NA

Y

Require a sharing of rate case expense between
utility and customers of not less than 25% and
not more than 75%.

1/25/13, DID NOT PASS: YES -5, NO -8

N

v

NA

Recommend PSC revise rate case noticing to
inform customers at time of issuance of order on
rate increase of pending 4-vear rate case expense
reduction.

1/25/13, PASSED: YES -13,NO -0

Y

v

v

NA

Y

Y

Recommend that rate case expense not be
included in a utility”s working capital.
1/25/13, DID NOT PASS: YES -6, NO -7

Y

Y

Y

NA

Y

Issue 9: Quality of Service

Recommend statutory revision fo establish
mechanism in rate case process to consider
extent to which a utility meets DEP secondary
standards and require PSC rulemaking to
prescribe penalties for failure to address quality
concerns. 1/25/13, PASSED: YES - 7, NO -6

N

v

NA

v

Encourage DEP & PSC to update MOU to share
complaints recetved on secondary quality
concerns. 1/25/13, PASSED: YES - 9, NO — 4

N

v

NA

v

Issue 10: PSC Used & Useful Rules

Make no recommendation regarding PSC’s used
and useful rules given the lack of information.
1/25/13 — Consensus Voice Vote

CONSENSUS VOICE VOTE
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Recommendation

Keith
Burge

John
Frame

Patrick
Flynn

Gary

Fries

Scarlet
Frisina

Keith

Donna

Alan
Hays

Baobby

Jack
Mariano

Ray
Filon

Michael
Smallridge

Ealph

Terrero

Tim
Thonpson

Gary
Williams

Issue 11: Use of Technology

Recommend PSC investigate implementation of
fully electronic, interactive online filing and
review process. 1/25/13, PASSED: YES - 13,
NO-0

Y

Y

Y

NA

Y

Y

Y

Issue 12: PSC Policies & Procedures

Recommend PSC investigate and consider:
measures to increase comnmnication with Class
C utilities; measures to increase commmunication
between utilities and customers: development of
a database of metrics; possible changes to
MFRs; standards & benchmarks for evaluation
of customer service, requiring long-range plans;
and possible changes to Class C annual report.
1/25/13, PASSED: YES -13,NO -0

¥

¥

v

NA

v

v

Recommend PSC mitiate rulemaking to require
water & wastewater utilities to conduct meetings
with customers at least annually.

1/25/13, PASSED: YES - 13, NO -0

v

v

NA

v

v

Recommend statutory amendment to delegate
rulemaking authority to PSC to approve
additional expenses for pass-through treatment.
Can be combined with recommendation to
enumerate a limited list of specific expenses for
pass-through treatment.

1/31/13, PASSED: YES - 7.NO -5

No
Vote

v

v

N

Y

v

¥

Recommend statutory amendment to enumerate
specific expense items for pass-through
treatment & delegate rulemaking authority to
PSC to add additional pass-through items.
1/31/13, DID NOT PASS: YES -6, NO -6

v

No Vote

N

N

v

Recommend statutory amendments fo enumerate
a limited list of specific expense items for pass-
through treatment. Can be combined with
recommendation to grant PSC rulemaking
authority to add additional pass-through items.
1/31/13, PASSED: YES -8, NO -3

No
Vote

Y

v
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Section I: Introduction and Background

Industry Overview

In various areas throughout the State of Florida, water and wastewater services are
provided to Floridians through privately-owned and operated water and/or wastewater
companies. These privately-owned companies are referred to as “Investor-Owned Utilities,” or
“IOUs.” 10Us can range in size from very small systems, owned by individuals as sole
proprietorships and serving only a few dozen customers in a small neighborhood, to systems
owned by large interstate corporations which serve tens of thousands of customers in multiple
Florida counties.

For I0Us operating within a single Florida county, the county has the option to regulate
rates and service or allow the Florida Public Service Commission (PSC or Commission) to
regulate those utilities.® Regardless of whether the county has opted to regulate 10Us, the PSC
has jurisdiction over all water and wastewater utility systems whose service transverses county
boundaries, except for systems owned and regulated by intergovernmental authorities.> The PSC
currently has jurisdiction over water and wastewater IOUs in 36 of 67 counties in Florida.

For regulatory purposes, the PSC classifies a particular IOU into one of three categories
based on annual operating revenues:®

Class A — Operating revenues of $1,000,000 or more
Class B — Operating revenues of $200,000 or more but less than $1,000,000
Class C — Operating revenues less than $200,000*

As of 2012, there are 14 Class A utilities, 33 Class B utilities, and 93 Class C utilities under the
PSC’s jurisdiction. The remaining population is served either by IOUs in non-jurisdictional
counties, by statutorily exempt utilities (such as municipal utilities, cooperatives, and non-
profits), by wells and septic tanks, or systems owned, operated, managed, or controlled by
governmental authorities.®

In September 2011, the PSC conducted an informal staff workshop in Orlando to address
challenges facing the water and wastewater industry. Following the informal staff workshop, the
PSC conducted a formal agency workshop in Tallahassee on November 3, 2011 to discuss ways

! Section 367.171, F.S. If a county chooses to allow regulation by the PSC, it may rescind this choice only after 10
gontinuous years of PSC regulation.

Id.
® Rules 25-30.110(4) and 25-30.115, F.A.C. As noted in these rules, this classification system is used by the
National Association of Regulatory Utility Commissioners for publishing its system of accounts.
* The annual revenue threshold of less than $200,000 to determine Class C utilities is defined in PSC rules and is
different than the annual revenue threshold to qualify for staff-assisted rate cases pursuant to Section 367.0814, F.S.,
which is $250,000.
® Section 367.022(2), F.S.

17



to increase efficiencies in the water and wastewater industry in order to hold and/or lower rates.®
During the course of the workshops, the PSC heard discussion on several potential mechanisms
to address these issues, including, but not limited to, the creation of a legislative study
commission comprised of legislators, regulators, industry representatives, local government
representatives, and customer representatives.’” As discussed during the workshops, this proposal
required that the study commission submit a report, including specific findings and legislative
recommendations, to the Governor and the Legislature.

2. Chapter 2012-187, Laws of Florida

Chapter 2012-187, Laws of Florida, created the Study Committee on Investor-Owned
Water and Wastewater Utility Systems (Study Committee or Committee). The law was enacted
from the Senate’s Communications, Energy, and Public Utilities Committee Substitute for
Senate Bill 1244. The Committee was established effective July 1, 2012, and terminates June
30, 2013.

As created by the legislation, the Committee is comprised of eighteen members, which
includes fifteen voting members and three non-voting members. The three non-voting members
are as follows:

e Commissioner Julie I. Brown, Committee Chair representing the PSC

e Mr. Van Hoofnagle, representing the Florida Department of Environmental
Protection

e Mr. J.R. Kelly, Public Counsel

The fifteen voting members are as follows:

e State Senator Alan Hays
e State Representative Ray Pilon

e Columbia County Commissioner Scarlet Frisina, Chair of a county commission that
regulates I0OUs

e Pasco County Commissioner Jack Mariano, representative of a governmental
authority created by Chapter 163, F.S.

e Mr. Bobby Lue, Southwest Florida Water Management District, representative of a
Water Management District

e Ms. Donna Gregory, representative of a county health department

e Mr. Patrick Flynn and Mr. Tim Thompson, representatives of Class A I0Us

® http://www.psc.state.fl.us/library/filings/11/07437-11/07437-11.pdf
" http://www.psc.state.fl.us/agendas/workshops/Materials.11.03.2011.pdf

18



e Mr. Keith Burge, representative of a Class B 10U
e Mr. Michael Smallridge, representative of a Class C 10U

e Mr. Gary Fries, representative of a utility owned or operated by a municipal or county
government

e Mr. Keith Goodman, customer of a Class A IOU
e Mr. John Frame, customer of a Class B or C IOU

e Mr. Ralph Terrero, representative of the Florida Section of the American Water
Works Association

e Mr. Gary Williams, representative of the Florida Rural Water Association

The Legislation directed the PSC to provide staff, information, assistance, and facilities
for the Committee and funding shall come from the PSC Regulatory Trust Fund. The
Legislation requires the Committee to submit a report to the Speaker of the House, the President
of the Senate, and the Governor by February 15, 2013. The Committee approved its report at its
February 7, 2013 meeting.

3. Committee Meetings

Under Subsection 7 of the Legislation the Committee is required to meet at least four
times, with two of those meetings to “be held in an area that is centrally located to utility
customers who have recently been affected by a significant increase in water or wastewater
utility rates.” After appointment of the majority of Committee members, the first meeting was
held September 6, 2012, in Tallahassee. There have been 12 meetings of the Committee, either
in person or by audio/video teleconference, with the vote on the report occurring on February 7,
2013. All meetings were recorded, publicly noticed, and open to the public for public comment.

Conforming to the Legislation, the Committee held two field meetings, with one being
held in New Port Richey and the other in Eustis, Florida. Twenty-four individuals spoke at the
New Port Richey meeting, and two individuals spoke at the Eustis meeting. The two Eustis
individuals were primarily concerned with rate increases and the amount of rate case expenses
occurring, and ultimately passed on to ratepayers. In New Port Richey, the majority of
individuals were concerned with the quality of the water they received, and with the high rates
they pay for such water.

4. Website

In order to facilitate and promote public comment and participation, transparency and
accessibility the Committee established a website, www.floridawaterstudy.com, which hosts a
variety of information. The website posts the date, time, location, and agenda of all Committee
meetings, prior to the date of each meeting. Further, the website hosts links to audio and video
recordings of Committee meetings, the discussion documents for each meeting, including
handouts and appendices, and written minutes of each meeting. The website also contains an e-
mail link to contact the Committee, as well as an address where written comments can be mailed.

19


http://www.floridawaterstudy.com/

In order to comply with Open Government laws, this website will remain live for the statutory
time period necessary to comply with Chapters 119 and 286, F.S.
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Section Il Issue Development

In establishing the Committee, the Legislation identifies five specific issues the
Committee is required to address in its Report:

1. The ability of a small investor-owned water or wastewater utility to achieve
economies of scale when purchasing equipment, commodities, or services.

2. The availability of low interest loans to a small, privately-owned water or wastewater
utility.

3. Any tax incentives or exemptions, temporary or permanent, which are available to a
small water or wastewater utility.

4. The impact on customer rates if a utility purchases an existing water or wastewater
utility system.

5. The impact on customer rates of a utility providing service through the use of a
reseller.

The Committee was also instructed to consider other issues it identified during its investigation.

Committee Chair Julie 1. Brown sent a welcoming letter to each member of the
Committee on August 16, 2012. The letter informed the members of the first meeting of the
Committee to be held September 6, 2012, and provided information regarding the responsibilities
of the Committee and other administrative details. The letter also requested input from the
Committee members regarding issues they may wish to have considered. The letter requested
the suggested issues be provided before the first meeting so they could be included in the
meeting materials provided to members at the first meeting. The agenda for the first meeting
specifically devoted time to a discussion of issues suggested by the members.

From the discussion of member-suggested issues, the Committee identified several specific
topics for additional consideration and research. A compiled and summarized list of issues was
distributed to the Committee members for discussion and prioritization at the October 3, 2012
meeting. Chair Brown requested the members of the Committee review the topics and come to the
next meeting prepared to recommend up to five topics for further discussion.

Several members raised additional topics for consideration at the October 3, 2012 meeting.

After a far ranging discussion the Committee identified several general areas for which it believed
further research and discussion were appropriate in addition to the statutorily required issues:

e The establishment of a funding reserve for small water and wastewater utilities to
utilize for infrastructure repairs and equipment replacement costs.
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e A mechanism for smaller utilities to implement incremental increases based upon the
indexing or pass-through automatic rate increases currently authorized by the statute.

e Possible efficiencies, administrative and statutory, that could lower the costs of rate
proceedings to small water or wastewater utility systems. The Study Committee
members discussed a variety of methods to reduce or avoid rate case expenses.

e Ways to improve the requirements and provide incentives to ensure the delivery of
quality water to consumers, including consideration and enforcement of secondary
standards established by the DEP. Also included in this topic were ways to effectively
measure and provide incentives for improved customer service.

e The impact of the regulatory process on ratepayers, including rate case expense and
interim rate requests.

e A review of PSC policies and procedures for possible modification to improve efficiency
and flexibility. Investigation of the implementation of an electronic filing and processing
system was included in this topic.

The Committee’s deliberation of the statutorily identified issues and the issue of reserve
funding carried over to the November 1, November 28, December 5, 2012 (Eustis, Florida), and
January 8, 2013 meetings.

At the Eustis, Florida meeting, the Committee considered a list of all topics proposed by
members. The list is attached as Attachment II-A. The list was distributed to the members on
November 28, 2012, and the Chair directed the members to review and prioritize each of the
listed items for the Committee’s future consideration. Following the public comment portion of
the December 5, 2012 meeting in Eustis, Florida, the Committee discussed how best to address
the additional issues identified on the list. The Committee determined, given the short time
remaining, that it would consider the following six issues:

e Whether the PSC should have authority to grant interim rates in a rate case before the
utility has completed its Minimum Filing Requirements for the case. (Issue 7)

e Whether it is appropriate to:

O grant rate case expense for consulting and legal services in a Staff-assisted
rate case (SARC) conducted pursuant to Section 367.0814, F.S.

o allow recovery of rate case expense for more than one rate case at a time.

O grant any rate case expense that exceeds the total authorized increase in
revenues minus allowed rate case expense. (Issue 8)

e Whether the PSC should be given the authority to determine if a utility is providing
satisfactory quality of service based on the utility’s compliance with secondary
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drinking water standards, including odor, color, and taste; and whether the utility is
meeting wastewater operational requirements, including odor and noise. (Issue 9)

e Review and consideration of PSC Used and Useful rules. (Issue 10)

e The use of technology to improve PSC regulatory efficiency. (Issue 11)

e Review of PSC regulatory policies and procedures. (Issue 12)

As identified on the November 28, 2012 list, there were a number of additional issues
identified by Committee members and members of the public that the Committee was unable to
address due to time limitations. Those issues included:

e Keeping consumers informed of their utility’s environmental compliance record.

e Streamlining the Water Management Districts’ Consumptive Use Permit process.

e A requirement for performance bonds for certification of new utilities.

e The use of metrics or benchmarks in the rate setting process.

e Examination of ways to improve the abandonment process authorized by Section
367.165, F.S.

e Review of the PSC’s depreciation rule. (Rule 25-30.140, Florida Administrative
Code)

e Periodic financial and environmental evaluations of investor-owned water and
wastewater utility systems.

The above list of issues the Committee was unable to address is not exhaustive but is
instead indicative of issues the Committee was asked to prioritize at the December 5, 2012 Eustis
meeting. At different times subsequent to the prioritization of issues on December 5, 2012,
various members expressed frustration over the time limitations on the Committee and concern
that other important issues would not be addressed. Prior to the January 25, 2013 meeting,
Commissioner Mariano, a Committee member, also provided draft legislative changes to the
Committee, which the Committee was unable to address due to the length of the meeting. The
draft legislation is contained as item two in Appendix V.

The remainder of this report is organized by issue in two categories: (1) those issues for

which consideration is required by the Legislation, and (2) additional issues the Committee
determined to be the highest priority of the issues raised by Committee members and the public.
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10.

11.

ATTACHMENT II-A
Page 1 of 1

Remaining Issues Identified by Members
Review of PSC policy and procedures:
a. Lower cost rate proceedings
b. Annual report requirements and review process (usefulness)
c. Additional pass-through items
Ways to increase efficiencies
Using technology to improve the regulatory process
Sending environmental compliance reports to customers
Streamline consumptive use permitting process
Performance bond for new utilities
Use of metrics in rate increases
Examine abandonment process
PSC used and useful rule

PSC depreciation rule

Periodic financial and environmental evaluations of systems
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Section I11: Statutory Issues
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Issue 1: The ability of a small investor-owned water or wastewater utility to achieve economies
of scale when purchasing equipment, commaodities, or services.

Background

Controlling costs is essential for all water and wastewater utilities but particularly so for
small and intermediate size investor-owned utilities (IOUs). If costs are not effectively
controlled by small I0Us, customer impact can be significant and utility profitability is
compromised. The ability to take advantage of quantity discounts for chemicals and other
relevant equipment and materials is severely limited for small and intermediate size utility
systems and makes it difficult for these utilities to control costs. The Committee was required by
the Legislation to consider this issue, and the Committee’s proposed solutions would apply to all
investor-owned water and wastewater utilities in Florida, whether regulated by the Public
Service Commission or a county.

During the Committee’s initial meeting on September 6, 2012, members discussed several
possible ways to address the issue of economies of scale. Initial member comments included a
suggestion for the establishment of a statewide cooperative purchasing arrangement for 10OUs
similar to the “State Contract” purchasing available to government entities. Other member
comments suggested the Florida Rural Water Association (FRWA) create an Internet-based
information exchange for used utility equipment to help investor-owned water and wastewater
utilities locate necessary equipment at reduced cost.

The following proposals were considered at the October 18, 2012 meeting:

1. Seek legislative change to permit PSC and county certificated investor-owned water
and wastewater utilities to take advantage of state purchasing contracts.

2. Encourage government-owned and large 10Us to permit smaller IOUs to purchase
necessary supplies and equipment through the larger utilities to share the benefit of
economies of scale in purchasing, and to explore incentives to facilitate such a
cooperative outcome.

3. Encourage contract service companies that purchase supplies and equipment in bulk
to allow small investor-owned utilities to purchase supplies through the service
companies as a way for small utilities to access economies of scale. Explore
incentives to facilitate such a cooperative outcome.

At the October 18, 2012 meeting, Committee member Gary Williams, representing the
FRWA, noted that the Association had, in the past, attempted to encourage joint purchasing
among member utilities in order to gain cost savings. He said due to the uniqueness of
individual system needs, brand loyalty, transportation costs, and other factors, very little joint
purchasing had been achieved. He also mentioned the Association has an ongoing process,
through its website, to list used equipment and materials available for other utilities to purchase.
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Another Committee member suggested given the ubiquitous nature of today’s technology,
renewed effort should be made to increase participation in the Association’s online system.

Some members opined that most small systems do not purchase materials and supplies in
sufficient quantities to benefit from bulk purchasing, and one member suggested an exemption
from state sales tax might be a more effective benefit for holding costs down. Another member
agreed that bulk purchasing and using state contracts to make purchases may be good in theory
but proximity issues made it unrealistic in many instances. One member also questioned
whether state contracts required a threshold amount to qualify. Another member responded that
was not the case for all items.

Finally, the Committee considered a proposal to recommend the FRWA develop an
online information exchange for the purpose of listing equipment, materials, and supplies
available for purchase from other utilities. The proposal was endorsed by Mr. Williams
representing the FRWA.

After the Committee voted to approve in concept all three original proposals, legislative
language was developed to implement the proposals, if appropriate. In addition, language was
developed to address the proposal for an online equipment, materials, and supplies exchange
through the FRWA.

Proposal 1 Discussion

At the November 1, 2012 meeting, regarding its investigation of existing rules and
statutes, the Committee discussed whether the simplest way to allow investor-owned water and
wastewater utilities to take advantage of state purchasing contracts was to include investor-
owned water and wastewater utilities as eligible users under existing Department of Management
Services (DMS) rules.

Section 287.056(1), Florida Statutes (F.S.), states: “Agencies shall, and eligible users
may, purchase commodities and contractual services from purchasing agreements established
and state term contracts procured, pursuant to s[ection] 287.057, by the department.” Section
287.012(9), F.S., defines the “department” as the Department of Management Services. Section
287.012(11), F.S., defines “eligible user” as “any person or entity authorized by the department
pursuant to rule to purchase from state term contracts or to use the online procurement system.”

Rule 60A-1.044(1), Florida Administrative Code (F.A.C.), State Term Contracts, states:
“State Term Contracts. State term contracts are indefinite quantity contracts competitively
procured by the Department pursuant to Section 287.057, F.S., available for use by eligible
users.” Rule 60A-1.005, F.A.C., states: “Eligible Users. The following entities are eligible
users: (1) All governmental agencies, as defined in Section 163.3164, F.S., which have a
physical presence within the State of Florida; (2) Any independent, nonprofit college or
university that is located within the State of Florida and is accredited by the Southern
Association of Colleges and Schools.”
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The Committee proposal to afford 10Us the opportunity to participate in state contract
purchasing arrangements would best be accomplished by amending DMS Rule 60A-1.005,
F.A.C., to include 10Us as eligible users under the rule. The Committee considered the
following addition to the rule:

(3) Any Public Service Commission or County certificated investor-owned
water or wastewater utility located and physically operating in the State of
Florida.

At the November 1, 2012 meeting, a member suggested adding language to the proposal
that would ensure the use of state contract purchasing be limited to items purchased and used in
the State of Florida. The proposal was adopted by the Committee and the proposed rule
language was modified to address the members’ concerns.

Proposal 1 Decision

By unanimous vote, the Committee adopted the proposal to recommend that the DMS
initiate rulemaking to amend Rule 60A-1.005, F.A.C., to include investor-owned water and
wastewater utilities as eligible users. Rule 60A-1.005, F.A.C. should be amended to add a new
subsection (3) as follows:

(3) Any Public Service Commission or County certificated investor-owned
water or wastewater utility located and physically operating in the State of
Florida to serve Florida customers.

Subsequent to the Committee decision, a Committee member, representing a Class B
utility, requested that, should DMS approve the proposed rule change, PSC staff should conduct
a workshop to instruct utilities on the use of state purchasing contracts.

Proposals 2 and 3 Discussion

The Committee also considered additional proposals to allow small IOUs to join
government-owned and large 10Us for purchases of materials, equipment, and supplies, as well
as a similar proposal to allow small I0Us to purchase materials, equipment, and supplies through
contract service companies.

Proposals 2 and 3 were approved in concept by the Committee at the October 18, 2012
meeting. The Committee determined that no statutory or rule changes were necessary to
implement the concept of permitting small 10Us to participate in bulk purchasing ventures in
conjunction with larger IOUs or government-owned utilities. Since these proposals were very
similar, the Committee considered Proposal 2/3, which combined the two proposals and
proposed the creation of a working group consisting of members from the industry and related
governmental entities to facilitate bulk purchasing cooperation for the benefit of small 10Us.

After discussion at the November 1, 2012 meeting, the Committee considered a proposal
to develop a working group to facilitate shared purchasing by government-owned and large
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investor-owned water and wastewater utilities and contract service companies servicing water
and wastewater utilities. The working group would consist of representatives from the following
organizations:

e Florida Rural Waterworks Association (FRWA)

e Florida section of the American Waterworks Association (AWWA)

e Florida Water Environment Association

e Two members from government-owned utilities

e A contract service company

e AClass A utility

e AClass B utility

e AClass C utility

e Department of Environmental Protection (DEP)

e Florida Public Service Commission (PSC)

e Water Management District

As part of the proposal, the working group would establish contacts with large
government-owned utilities and 10Us to facilitate their cooperation in the project and to establish
a contact list that includes each large utility. The working group could be directed to submit an
annual report to the relevant legislative committees by November 1 of each year for a period of
three years. The report would provide a status of the efforts of the Committee to achieve the
established goals, a list of successful efforts and best practices, and any recommended legislative
changes necessary to facilitate the desired outcomes.

Committee members considered Proposals 2/3 at the November 28, 2012 meeting. One
Committee member commented that such a group would be an administrative nightmare and
expressed opposition to the proposal.

Proposals 2 and 3 Decision

The Committee chose to take no action on Proposals 2/3.

Proposal 4 Discussion

Proposal 4 was put forth by a Committee member during the October 3, 2012 meeting.
The proposal was to create an online information exchange that would allow utilities and venders
of utility equipment and supplies to list available new and used equipment and supplies on an
online information portal. The member's recommendation was to use the website of the FRWA
to list relevant items. The Committee representative of the FRWA expressed support for the
proposal.
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The Committee determined that no legislative action or rulemaking is required to permit
the development of a web-based listing. One Committee member commented that the usefulness
of the website would depend on the accuracy of the information available and the ease with
which new postings could be made. The Committee member of the FRWA committed to keep
the website up to date and it was suggested that PSC staff could lend technical support as
necessary.

Proposal 4 Decision

By unanimous vote the Committee adopted Proposal 4 to recommend the FRWA develop
a statewide online exchange/listing of available new and/or used materials, equipment, and
supplies through the FRWA website on October 18, 2012.

Conclusion

The Committee considered a total of three possible solutions for Issue 1. The Committee
chose to take no action on two proposed solutions. The Committee’s final recommendations
which relate to both PSC and county regulated water and wastewater utilities are:

Proposal 1: The Committee adopts the proposal to recommend the DMS initiate
rulemaking to amend Rule 60A-1.005, F.A.C., to include investor-owned water and wastewater
utilities as eligible users. Rule 60A-1.005, F.A.C. should be amended to add a new subsection (3)
as follows:

(3) Any Public Service Commission or County certificated investor-owned
water or wastewater utility located and physically operating in the State of
Florida to serve Florida customers.

Proposals 2/3: The Committee took no action on the proposal to form an industry
working group to facilitate bulk purchasing efforts between small investor-owned water and
wastewater utilities and larger governmental and investor-owned utilities and contract service
companies.

Proposal 4: The Committee adopts Proposal 4 to recommend the Florida Rural Water

Association develop a statewide online exchange/listing of available new and/or used materials,
equipment, and supplies through the Florida Rural Water Association website.

33



34



Issue 2: The availability of low interest loans to a small, privately-owned water or wastewater
utility.

Background

One of the fundamental challenges facing the water and wastewater industry today is the
need to attract capital at a reasonable cost to fund aging infrastructure and comply with
increasing water quality standards. It is a particularly daunting challenge for small and
intermediate size investor-owned utilities (IOUs) which have severely limited options for capital
attraction. Access to needed capital at reasonable rates is not only advantageous to utilities but
also to customers since it contributes to achieving or maintaining adequate quality of service and
reasonable rates.

During the Committee’s initial meeting on September 6, 2012, members discussed Six
proposals for increasing access of I0Us to low interest loans or grants for infrastructure
improvements and replacements. Initial member comments included three suggestions designed
to increase the use of the State Revolving Fund (SRF), which is administered by Department of
Environmental Protection, and uses state and federal funds to provide low interest loans and
grants to public and 10U systems for water and wastewater facilities improvements.® Another
member suggestion was to create a surcharge mechanism on the customer bills of water and
wastewater utilities to be used solely as a source of funding for infrastructure projects. A fifth
suggestion was to encourage a collaborative among the PSC, other regulatory agencies, and
industry associations to implement an outreach program to educate utilities of the existence of
loan and grant programs. A sixth proposal suggested at the initial meeting was to increase the
allocation of private activity bonds (PABs) to water and wastewater infrastructure improvements.
A PAB is a tax-exempt financing tool which allows private sector investment in public projects,
which can include water and wastewater infrastructure improvements. All but one of these
proposals (Proposal 3) would affect all investor-owned water and wastewater utilities in Florida,
whether regulated by the PSC or a county.

After research on the above options, the following conceptual proposals were considered
at the October 18, 2012 meeting:

1. Seek legislative change to Section 403.8532, F.S., to expand the existing restriction of
1,500 or fewer connections for loans to 1I0Us under the drinking water SRF to a
greater number of connections in order to make funding available to a larger number
of utilities. Other restrictions may be required to ensure that funds are disbursed to a
reasonable cross-section of small and medium-size utilities.

2. Seek legislative change to Section 403.8532, F.S., to decrease the minimum amount
of a loan under the drinking water SRF from $75,000 to some lesser amount.

3. Seek legislative change to Section 367.081(4)(b), F.S., to authorize a pass-through
rate adjustment to recover the loan service fee required by Rule 62-552.400, F.A.C.,

® The Committee notes that only the drinking water SRF is open to investor-owned utilities; the wastewater loan
program is restricted by federal law to public utilities.
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associated with the SRF loan program. Pursuant to the rule, the fee shall not be less
than 2 percent of the loan amount nor greater than 4 percent of the loan amount. The
pass-through rate adjustment would be removed from rates after the service fee has
been recovered.

4. Seek legislative action to create a surcharge applicable to all water and wastewater
customers’ bills to be used as a source of funding for water and wastewater
infrastructure improvements. The funds could be a separate source of funding or
combined with the existing funding for the SRF loan programs.

5. Encourage the PSC to work collaboratively with the Florida Rural Water Association
and the Florida Section of the American Water Works Association to implement an
outreach program directed to its regulated water and wastewater utilities to advise
them of the existence of available loan and grant programs, such as the SRF, Small
Business Administration loans, and PABs, and the procedures for obtaining such
assistance.

6. Seek legislative change to increase the allocation of PABs for the use of water and
wastewater infrastructure improvements.

7. During the October 18, 2012 meeting, a member requested that the Committee also
explore a means of opening up the wastewater revolving fund program to investor-
owned utilities. This proposal was discussed at a later meeting.

Proposal 1 Discussion

As mentioned above, the SRF, which is administered by DEP, uses state and federal
appropriations to provide low interest loans for water and wastewater facilities improvements.
Only the drinking water SRF is open to investor-owned utilities; the wastewater loan program is
restricted by federal law to publicly-owned utilities. SRF loans to investor-owned utilities are
currently restricted to no more than 1,500 connections unless the project will result in the
consolidation of two or more small water systems. During the October 18, 2012 meeting,
members discussed whether this limitation should be increased in order to afford access to these
loans to more utilities. Members questioned whether this source of funding should be limited to
only small utilities or perhaps should be available to the intermediate sized I0Us. One member
requested data on how many small systems have connections greater than the maximum number
allowed under the SRF program.

In order to determine whether the current 1,500 connection restriction for SRF loans
captures a reasonable number of 10Us, data on the number of customers from the 2011 annual
PSC reports was examined. No Class C utility was found to have greater than 1,500
connections.® Thus, all Class C water utilities regulated by the PSC currently have access to the

® Water and wastewater utilities regulated by the PSC are divided into three classes based on annual revenue, not
number of connections. These classes are: Class A (those having water or wastewater revenues of $1,000,000 or
more); Class B (those having annual water or wastewater revenues of $200,000 or more but less than $1,000,000);
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SRF funding program. Based on data from the 2011 annual reports, the number of connections
for Class B water utilities ranged from 1,059 to 1,981. Since only five of the approximately 33
Class B utilities had greater than 1,500 connections in 2011, it appears that the SRF loan
program is also currently available to most Class B utilities regulated by the PSC.** This
information was considered by the Committee at the November 28, 2012 meeting.

Proposal 1 Decision

At the November 28, 2012 meeting, the Committee voted unanimously to recommend
Section 403.8532, F.S., be amended to expand the size restriction for investor-owned water
utilities under the SRF loan program to include Class A utilities. Since all Class C and most of
the Class B utilities regulated by the PSC are currently eligible for the SRF loan program, the
amendment to Section 403.8532, F.S., would be to clarify that all investor-owned water utilities
are eligible for SRF loan funding.

Section 403.8532, F.S., is amended as follows:
403.8532  Drinking water state revolving loan fund; use; rules. -
(3) The department may make, or request that the corporation make, loans,

grants, and deposits to community water systems, for-profit privately owned or
investor-owned systems, nonprofit transient nhoncommunity water systems, and

nonproflt nontransient noncommunlty water systems to assist them in plannlng,

deslgnlng and constructlng publlc water systems antess—sueh—pulehc—wate#

Fesu#m—the—eensehdatten—ef—we—epmete—pabhewatepsystems The department

may provide loan guarantees, purchase loan insurance, and refinance local debt
through the issue of new loans for projects approved by the department. Public
water systems may borrow funds made available pursuant to this section and may
pledge any revenues or other adequate security available to them to repay any
funds borrowed.

and Class C (those having annual water or wastewater revenues of less than $200,000.) See Rule 25-30.110(4),
F.A.C.

191t should be noted that because of time limitations the Committee was unable to obtain data on the size of the
investor-owned water utilities in counties not regulated by the PSC, and, therefore, cannot determine whether these
findings would hold true in those counties.

37



Proposal 2 Discussion

Pursuant to Section 403.8532, F.S., the minimum amount of a loan under the drinking
water SRF is $75,000. At the October 18, 2012 meeting, members discussed whether this could
be reduced so that small water utilities, which may require less than the minimum amount for
needed improvements, are not excluded. One member suggested that the minimum loan amount
should be as low as $25,000-$30,000 in order to capture the needs of small utilities. The
Committee contacted the DEP regarding why this minimum was set at $75,000.

At the November 28, 2012 meeting, the DEP representative on the Committee advised
that a loan amount less than $75,000 was not considered to be cost-effective for the utility. The
federal government requires financial, environmental and planning studies and documentation
that could add several thousand dollars to the cost of the loan to the utility. This added amount
could negate the advantages of the lower interest rate and other favorable terms offered by the
SRF loan program. During the discussion at the meeting, members noted that DEP often assists
utilities in managing the SRF loan application process, which could help lower the costs incurred
by the utility. Additionally, it was mentioned that the FRWA is helpful in assisting utilities in
completing the environmental analysis that is required for each project, which also helps to keep
the costs down. Some members noted that, while the SRF loan program might not be cost-
effective for loans less than $75,000, there may be other more viable options for lower loan
amounts. One member suggested that the Small Business Administration may be a source of
funding for small companies, although it was noted that most utilities may not be aware of this
opportunity. It was also noted that a reserve fund could be used to address funding needs less
$75,000. The subject of reserve funds is addressed in Issue 6 of this report.

Proposal 2 Decision

At the November 28, 2012 meeting, the Committee voted unanimously that since it
appears it may not be cost-effective for a utility to use the SRF program for a loan of less than
$75,000, no legislative change in the minimum amount of the drinking water SRF loan is
warranted. However, the Committee recommends that DEP review the SRF loan process to
determine if it can be streamlined.

Proposal 3 Discussion

At the September 6, 2012 meeting, members noted that there is a loan service fee
assessed by DEP for a SRF loan. Pursuant to Section 403.8532(13), F.S., the amount of the fee
shall not be less than 2 percent nor greater than 4 percent of the loan amount. Currently the fee
is set at 2 percent. Members suggested that allowing the pass-through of this fee would enable
more small financially-strapped water utilities to take advantage of the SRF loan program, which
in turn would benefit the customers of the utility. The Committee voted to pursue this proposal,
which would require a revision to Section 367.081(4)(b), F.S., to include this loan service fee in
the list of items that PSC-regulated water and wastewater utilities are allowed to pass-through
without hearing. An amendment to PSC Rule 25-30.425, F.A.C., to revise the filing
requirements to accommodate the statutory change would also be required.

At the November 28, 2012 meeting, three areas of concern were raised: (1) the potential
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bill impact on customers of small systems; (2) whether rates should be reduced after the amount
of the loan service fee has been recovered; and (3) whether the pass-through provision should be
opened up to any loan and not just for the SRF loans.

With regard to the potential bill impact, one member suggested that the statute could be
designed to give the PSC some flexibility in determining the length of time in which the utility
could be allowed to collect the fee. Another member opined that amortizing the fee over longer
than one year would be unfair to the utility. The following table demonstrates the monthly bill

impact of the pass through of a loan service fee on systems with 50, 100, and 300 customers.

Table 2-1
Bill Impact of 2 Percent Loan Service Fee
Loan Amount 2 Percent Bill Impact with | Bill Impact with | Bill Impact with
Service Fee 50 customers 100 customers 300 customers
$ 75,000 $ 1,500 $ 2.50/month $1.25/month $ .42/month
$150,000 $ 3,000 $ 5.00/month $2.50/month $ .83/month
$200,000 $ 4,000 $ 6.67/month $3.34/month $1.11/month
$300,000 $ 6,000 $10.00/month $5.00/month $1.67/month

This table indicates the bill impact would be manageable in most instances, particularly
considering the other benefits of a SRF loan, such as the lower interest rates. It was also noted
that, based on the historical use of the SRF loans, it is unlikely that a very small system, such as
one with 50 customers, would be applying for a SRF loan.

At the November 28, 2012 meeting, the Committee decided to continue pursuing this
proposal with two modifications: (1) the statutory language should provide that rates would be
reduced after the loan service fee has been recovered; and (2) the pass through should not be
limited to SRF loan fees, but include any utility-related loan service fee, which is also referred to
as an origination fee.

This proposal was again discussed at the December 5, 2012 meeting in Eustis, Florida.
At this meeting, members raised several questions and concerns with the pass through of the loan
service or origination fee, including: (1) whether the amount of the pass through of the loan fee
should be limited in some way in order to mitigate the impact on ratepayers; (2) how to
sufficiently describe the eligible projects for which the underlying loan is incurred; (3) whether
the underlying loan associated with the pass through of the service fee should be related to
service to existing customers and not for growth; and (4) whether the pass-through of the service
fee should only apply to loans which are consistent with the projects contained in a utility’s long-
range plan.

With regard to whether the pass through of a loan service fee should be limited in some
way in order to mitigate the impact on ratepayers, there was speculation among the members that
a utility could incur several loans for which the service fees were passed through at the same
time, which could result in a significant increase to ratepayers. Section 367.081(4)(e), F.S.,
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provides that a utility may not adjust its rates for an index or pass-through rate increase more
than two times in any 12-month period. It therefore appears that this statutory provision is a
sufficient safeguard against a utility “pancaking” pass-throughs of loan service fees.

Some members cautioned that since the loan service fee pass-through proposal has been
extended to include loans other than SRF loans, the Committee-recommended statutory change
must clearly describe the purpose of the underlying loan related to the service fee. The general
discussion at the December 5, 2012 (Eustis) meeting was that this pass-through provision should
be for fees related to loans for new infrastructure or improvements of existing infrastructure
needed to achieve or maintain compliance with federal or state rules and regulations relating to
the provision of service for existing customers. More information was sought to determine how
DEP describes projects eligible for SRF funding. During the discussion at the December 5, 2012
meeting, the Committee member representing DEP elaborated on DEP rules and guidelines
defining projects eligible for SRF funding.

After considering the very specific guidelines used by DEP for loan eligibility, it appears
the specific eligibility guidelines required by DEP are more appropriately contained in rules
rather than the statute. In a rulemaking proceeding, all interested parties can provide input and
the impact of all options can be thoroughly analyzed. The proposed statutory language should
contain only a general description of eligible projects to which the loan can relate for purposes of
recovery of the loan service fee through the statutory pass-through provision. Further, the PSC
should be directed to conduct rulemaking to more specifically determine what projects should be
eligible for the underlying loan associated with the pass through of the service fee.

Also, at the December 5, 2012 meeting (Eustis), a member suggested that the underlying
loans associated with the pass-through of a loan service fee should be tied to a utility’s long-
range plan for maintaining and upgrading service to its customers. There was discussion that this
would be an appropriate topic for the rulemaking proceeding recommended by the Committee to
determine eligible projects for the underlying loan.

Proposal 3 Decision

At the December 19, 2012 meeting, the Committee considered the following draft
statutory language based on the discussions at the previous meetings:

Section 367.081(4)(b), F.S., should be amended to add the following:

The approved rates of any utility shall be automatically increased, without
hearing, and upon verified notice to the commission 45 days prior to
implementation of the increase that the utility has incurred a loan service fee or
loan origination fee associated with a loan related to an eligible project as
determined by the commission. The commission shall conduct rulemaking to
determine eligible projects which shall be limited to projects associated with new
infrastructure or improvements of existing infrastructure needed to achieve or
maintain_compliance with federal or state rules and requlations relating to the
provision of water or wastewater service for existing customers. Eligible projects
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may not include projects primarily intended to serve future growth.

Some members suggested that the reference to compliance with federal or state rules and
regulations should be expanded to include those of a local government. It was discussed that
local government could have regulations that may be in addition to or exceed the state or federal
rules. Some members urged that the underlying loan associated with this pass-through fee
should cover costs to comply with the most stringent or limiting regulation. The Committee
approved the concept of the pass through of the loan service fee, as amended by the discussion at
the December 19, 2012 meeting.

At the January 8, 2013 meeting, the Committee unanimously approved the following
statutory language, which incorporates the changes agreed to at the previous meeting:

Section 367.081(4)(b), F.S., should be amended to add the following:

The approved rates of any utility shall be automatically increased, without
hearing, and upon verified notice to the commission 45 days prior to
implementation of the increase that the utility has incurred a loan service fee or
loan origination fee for a loan related to an eligible project as determined by the
commission. The commission shall conduct rulemaking to determine eligible
projects which shall be limited to projects associated with new infrastructure or
improvements of existing infrastructure needed to achieve or maintain compliance
with federal, state, and local governmental rules and reqgulations relating to the
provision of water or wastewater service for existing customers. Eligible projects
may not include projects primarily intended to serve future growth.

Also at the January 8, 2013 meeting, the Committee unanimously voted to recommend
that the Legislature direct the PSC to conduct rulemaking to more specifically determine what
projects should be eligible for the underlying loan associated with the pass through of the service
fee, and include guidance as to the type of projects the Committee believes should be deemed
eligible.

The PSC should be directed to conduct rulemaking as follows:

The Legislature should direct the PSC to amend Rule 25-30.425, Florida
Administrative Code, to determine eligible projects for which the loan service or
origination fee is associated. Such eligible projects should be consistent with the
proposed statutory language and should include, but not be limited to, projects
which will: (1) facilitate compliance with federal, state, and local governmental
primary or secondary drinking water regulations or wastewater treatment
regulations; (2) address federal, state, and local governmental primary or
secondary health standards that have been exceeded or to prevent future violations
of such standards; (3) replace or upgrade aging water and/or wastewater
infrastructure if needed to achieve or maintain compliance with federal, state, and
local governmental primary or secondary regulations, and (4) be consistent with
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the utility’s most recent long-range plan on file with the PSC. In addition, the
PSC rulemaking should determine the filing requirements associated with the
application for a pass-through of the loan service or origination fee.

Proposal 4 Discussion

Subsequent to the identification of this proposal which is to create a surcharge to water
and wastewater customers’ bills to be used as a source of funding, the Committee decided to
address the broader issue of reserve funds as a separate issue. Since this proposal is a subset of
the broader issue, the Committee decided at the October 18, 2012 meeting to explore this
proposal in the reserve fund issue, which is Issue 6 in this report.

Proposal 5 Discussion

During the September 6 and October 18, 2012 meetings, the members discussed the need
to make small investor-owned water and wastewater utilities more aware of the financial
assistance that currently exists for needed infrastructure improvements. The FRWA
representative stated that in his experience in assisting small utilities, he finds that many of the
utility owners are not aware of the opportunities that exist for financial assistance, such as the
SRF program and the Small Business Administration. Members also noted that even if they are
aware of the sources of funding, they may be intimidated by the process. The Committee
unanimously voted to approve a proposal to encourage a collaborative outreach program
targeting investor-owned water and wastewater utilities to educate them of the existing
opportunities for financial assistance. The members agreed that such a collaborative should
include, at a minimum, the PSC, DEP, FRWA, the Florida Section of the American Water Works
Association and the Florida Water Environment Association. This proposal does not require
legislative or any other governmental action. Rather, it will be up to one or more of the entities
involved to initiate the collaborative effort.

Proposal 6 Discussion

In the initial meeting on September 6, 2012, the FRWA representative suggested a need
for a concerted effort at the state level to allocate more of the private activity bonds (PABS) to
water and wastewater projects. A PAB is a tax-exempt financing tool which allows private
sector investment in public projects, which can include water and wastewater infrastructure
improvements. The benefits of PABs are interest rates lower than conventional taxable
financing, lower delivered cost of service, and a readily available money supply. The federal
government allocates the volume cap of PABs to the states, and each state uses its own unique
procedure to further allocate PABs to municipalities and projects.

During the October 18, 2012 meeting, members commented that if 10Us had more
opportunity to take advantage of the tax-exempt bond financing offered by PABs, it could induce
additional needed infrastructure investment. Members suggested that the federal government
should be encouraged to increase the volume cap of tax-exempt PABs for investor-owned water
and wastewater systems. One member suggested that the Committee recommend that the Florida
Legislature consider supporting federal legislation that would increase this volume cap. Another
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member suggested that the Committee recommend that the Governor encourage Florida’s
congressional delegation to support any legislation before Congress to relax the restriction on
tax-exempt PABs for water and wastewater infrastructure.

As noted above, after the PABs are allocated from the federal government to the states,
each state uses its own unique procedure to further allocate the PABs within the state. In
Florida, PABs are administered by the Division of Bond Finance of the State Board of
Administration. The laws governing the allocation of PABs within Florida are contained in
Sections 159.801-159.816, F.S. Chapter 19A-4, F.A.C., sets forth the rules for the confirmation
of PAB limit allocations. According to a study by the American Water Works Association in
June 2009, Florida has one of the more specific bond allocation procedures of any of the states.
Specifically, Florida mandates that:

1. The first $97.5 million of allocation goes to manufacturing projects.

2. 50 percent of the remaining allocation is distributed among the counties on a per-
capita basis, and allocated first come, first served to any permitted purpose (including
water and wastewater projects).

3. 25 percent of the remaining allocation is applied to single-family or multi-family
housing.

4. 20 percent of the remaining allocation is applied to tourism, trade and economic
development.

5. 5 percent of the remaining allocation is held until May 1, and applied to “priority
projects,” which include water and wastewater projects.

In general, any unused allocation amounts are provided to the Florida First Business pool, which
is used to finance Florida First Business projects certified by the Department of Economic
Opportunity.

Given the varied types of worthy projects for which PABs can be utilized in Florida and
the very specific and complex allocation procedures, it is difficult to determine how much is
currently allocated to water and wastewater projects, or how it could be fairly redistributed, if
warranted. One solution is to recommend that the Legislature direct the Division of Bond
Finance to review the allocation of PABs in Florida. The specific purpose of this review would
be to determine how much is currently allocated to water and wastewater projects, how much of
the allocation amounts are unused and reallocated, and whether an additional amount of the
initial allocation or reallocation of PABs should be targeted for water and wastewater
infrastructure projects.

Proposal 6 Decision

The Committee voted to make two recommendations with regard to this proposal,

11 American Water Works Association, Study on Private Activity Bonds and Water Utilities, June 2009.
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including: (1) encourage Congressional action to relax the restriction on tax-exempt PABs for
water and wastewater infrastructure projects; and (2) encourage a review of the allocation of
PAB:s in Florida for the purpose of increasing the allocation to water and wastewater projects.

Specifically, by unanimous vote, the Committee approved the following actions with
regard to Proposal 6:

The Committee recommends that the Legislature issue a Memorial to
Congress, which is a resolution to Congress to encourage certain action be
taken. The Memorial would encourage the passage of federal legislation to
eliminate the volume cap on PABs for water and wastewater facilities. In
addition, the Committee recommends that the Governor encourage Florida’s
congressional delegation to support legislation before Congress to relax the
restriction on tax-exempt PABs for water and wastewater infrastructure.

and

The Committee recommends that the Legislature direct the Division of Bond
Finance within the State Board of Administration to review the allocation of
PABs in Florida with the specific purpose of determining how much is
currently allocated to water and wastewater projects, how much of the
allocation amounts are unused and reallocated, and whether an additional
amount of the initial allocation or reallocation of PABs should be targeted for
water and wastewater infrastructure projects.

Proposal 7 Discussion

As mentioned previously, investor-owned water and wastewater utilities are only eligible
for the drinking water SRF loan program. The wastewater loan program is restricted by federal
law to publicly-owned utilities. During the October 18, 2012 meeting, a member suggested that
the Committee explore how investor-owned utilities can become eligible for the wastewater
funding program. Members agreed that since the wastewater loan program is funded by the
federal government, it seems appropriate that all federal taxpayers should reap the benefit
through qualified projects. It was noted that, under the current scheme, wastewater customers of
investor-owned utilities do not gain any benefit from this program since the utility providing
their service is ineligible due to its ownership.

Since the wastewater loan program is governed by federal law, a change in that program
would require an amendment to the Federal Water Pollution Control Act (Clean Water Act). In
order to accomplish a change in federal law, the Legislature could issue a Memorial to Congress
which would encourage amendment to the Federal Water Pollution Control Act to allow
investor-owned wastewater utilities to be eligible for funding. In addition, the Committee could
recommend that the Governor encourage Florida’s congressional delegation to support
legislation that would allow investor-owned wastewater utilities access to this funding
mechanism.
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Proposal 7 Decision

At the November 28, 2012 meeting, the Committee voted unanimously to recommend
that the Legislature issue a Memorial to Congress to encourage amendment to the Federal Water
Pollution Control Act to allow investor-owned wastewater utilities to be eligible for funding
through the wastewater loan program. In addition, the Committee recommends that the
Governor encourage Florida’s congressional delegation to support legislation that would allow
investor-owned wastewater utilities access to this funding mechanism.

Conclusion

The Committee considered a total of seven proposals for Issue 2. The Committee’s final
recommendations, which, except for Proposal 3, apply to both PSC and county regulated water
and wastewater utilities are:

Proposal 1: The Committee recommends that the size restriction for investor-owned
water utilities under the SRF loan program be eliminated so that all investor-owned water
utilities, including Class A utilities, would have access to the SRF loan program. The Committee
recommends that:

Section 403.8532, F.S., be amended as follows:
403.8532  Drinking water state revolving loan fund; use; rules. -
(3) The department may make, or request that the corporation make, loans,

grants, and deposits to community water systems, for-profit privately owned or
investor-owned systems, nonprofit transient nhoncommunity water systems, and

nonproflt nontransient noncommunlty water systems to assist them in plannlng,

deslgnlng and constructlng publlc water systems antess—sueh—pulehc—wate#

Fesu#m—the—eensehdatten—ef—we—epmete—pabhewatepsystems The department

may provide loan guarantees, purchase loan insurance, and refinance local debt
through the issue of new loans for projects approved by the department. Public
water systems may borrow funds made available pursuant to this section and may
pledge any revenues or other adequate security available to them to repay any
funds borrowed.

Proposal 2: The Committee took no action on the proposal to reduce the minimum loan
amount related to the drinking water State Revolving Fund program. However, the Committee
recommends that DEP review the SRF loan program requirements to determine if they can be
streamlined.
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Proposal 3: The Committee adopts the proposal to allow investor-owned water and
wastewater utilities to increase their rates pursuant to the pass-through statute to recover the loan
service or origination fee related to loans for new infrastructure or improvements of existing
infrastructure needed to achieve or maintain compliance with federal, state and local rules and
regulations relating to the provision of water and wastewater service for existing customers. The
adoption of this proposal contains both a recommendation for new statutory language and a
recommendation for PSC rulemaking to implement the statutory provision. The Committee
recommends that:

Section 367.081(4)(b), F.S., should be amended to add the following:

The approved rates of any utility shall be automatically increased, without
hearing, and upon verified notice to the commission 45 days prior to
implementation of the increase that the utility has incurred a loan service fee
or loan origination fee for a loan related to an eligible project as determined
by the commission. The commission shall conduct rulemaking to determine
eligible projects which shall be limited to projects associated with new
infrastructure or improvements of existing infrastructure needed to achieve or
maintain_compliance with federal, state, and local governmental rules and
requlations relating to the provision of water or wastewater service for
existing customers. Eligible projects may not include projects primarily
intended to serve future growth.

In addition, the Committee recommends that the Legislature direct the PSC to amend
Rule 25-30.425, F.A.C., to determine eligible projects for which the loan service or origination
fee is associated. Such eligible projects should be determined consistent with the proposed
statutory language and should include, but not be limited to, projects which will: (1) facilitate
compliance with federal, state, and local governmental primary or secondary drinking water
regulations or wastewater treatment regulations; (2) address federal, state, and local
governmental primary or secondary health standards that have been exceeded or to prevent
future violations of such standards; (3) replace or upgrade aging water and/or wastewater
infrastructure if needed to achieve or maintain compliance with federal, state, and local
governmental primary or secondary regulations; and (4) be consistent with the utility’s most
recent long-range plan on file with the PSC. In addition, the PSC rulemaking should determine
the filing requirements associated with the application for a pass-through of the loan service or
origination fee.

Proposal 4: The Committee voted to address the proposal to create a surcharge to water
and wastewater customers’ bills to be used as a source of funding in Issue 6, which is addressing
the broader issue of reserve funds.

Proposal 5: The Committee adopts the proposal to encourage a collaborative outreach
program targeting investor-owned water and wastewater utilities to make them more aware of
opportunities for financial assistance. Such collaborative should include, at a minimum, the
PSC, DEP, Florida Rural Water Association, Florida Section of the American Water Works
Association and the Florida Water Environment Association. The Committee notes that this
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proposal does not require legislative or any other governmental action.

Proposal 6: The Committee adopts the proposal to increase the allocation of Private
Activity Bonds for the use of water and wastewater infrastructure improvements. This proposal
involves two recommendations, one involving federal action and the other involving possible
changes to state law and administrative rules.

With regard to federal action, the Committee recommends that the Legislature issue a
Memorial to Congress to encourage the passage of federal legislation to eliminate the volume
cap on Private Activity Bonds for water and wastewater facilities. The Committee also
recommends that the Governor encourage Florida’s congressional delegation to support federal
legislation to relax the restriction on tax-exempt Private Activity Bonds for water and wastewater
infrastructure.

With regard to possible changes to Florida law and administrative rules, the Committee
recommends that the Legislature direct the Division of Bond Finance within the State Board of
Administration to review the allocation of Private Activity Bonds in Florida with the specific
purpose of determining how much is currently allocated to water and wastewater projects, how
much of the allocation amounts are unused and reallocated, and whether an additional amount of
the initial allocation or reallocation of Private Activity Bonds should be targeted for water and
wastewater infrastructure projects.

Proposal 7: The Committee adopts the proposal to allow investor-owned wastewater
utilities to be eligible for funding through the wastewater loan program. Under this proposal, the
Committee recommends that the Legislature issue a Memorial to Congress to encourage
amendment to the Federal Water Pollution Control Act which would allow investor-owned
wastewater utilities to be eligible for funding through the wastewater loan program. In addition,
the Committee recommends that the Governor encourage Florida’s congressional delegation to
support federal legislation that would allow investor-owned wastewater utilities access to this
funding mechanism.
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Issue 3: Any tax incentives or exemptions, temporary or permanent, which are available to a
small water or wastewater utility.

Background

Currently, small investor-owned water and wastewater utilities do not qualify for any tax
exemptions or tax incentives related to utility expenses and investments. Government-owned
and not-for-profit utility systems are exempt from property taxes, certain sales taxes, and ad
valorem taxes, thus enabling those systems to pass on the savings to consumers through lower
rates. Since investor-owned water and wastewater utilities providing services to residential
consumers are considered to be public utilities and are typically regulated by counties or by the
PSC, it may be appropriate to provide similar tax exemptions and incentives to these entities, in
particular to Class C utilities. The Committee was legislatively required to consider this issue,
which applies to all investor-owned water and wastewater utilities, whether PSC or county
regulated.

Article VII, Section 3, Florida State Constitution, addresses exemptions to ad valorem
taxes and tax assessments. Counties and municipalities are exempt from taxes on property used
exclusively for municipal or public purposes. Any county or municipality may grant economic
development ad valorem tax exemptions to new businesses and for expansion of existing
businesses. Ad valorem tax exemptions may also be granted for real property dedicated in
perpetuity for conservation purposes. Section 196.2001, F.S., contains the not-for-profit water
and sewer utility property tax exemption.

During the issue development discussions members noted 10Us are subject to sales tax,
property taxes, and ad valorem taxes that governmental utilities are not subject to or are exempt
from. In addition, several members noted that any tax relief would be helpful to small systems.
One member observed that a fair playing field in regard to taxes and incentives was something to
consider. The member noted investor-owned, for profit utilities are subject to county or PSC
regulation.

The following conceptual proposals were considered by the Committee at the October 18,
2012 meeting.

1. Pursue state legislation to extend sales, property, and ad valorem tax
exemptions currently available to government-owned and not-for-profit water
and wastewater systems to investor-owned systems subject to county or PSC
jurisdiction.

2. Pursue a narrower tax exemption policy for investor-owned water and
wastewater utilities.

Proposal 1 was approved at the October 18, 2012 meeting with the understanding that research of

the revenue impacts of the various tax exemptions would be presented at a later date for the
Committee’s consideration.
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The Committee learned the Department of Revenue was unable to provide estimated
impacts of the sales tax exemption proposals since it collects tax revenues from the seller of
taxable goods and services and no information is collected from individual customers.

Ad valorem (property) taxes are addressed in the Florida Constitution, Article VII,
Sections 2, 3, and 4. Section 2 addresses the tax rate and requires that it must be assessed
uniformly within each taxing unit. Any departures from a uniform rate must be in accordance
with Section 4, Assessments. Section 3 identifies ad valorem tax exemptions. Property tax
payments made by PSC-regulated water and wastewater utilities for 2011, by county, are
provided as Table 3-1.

Current exemptions relevant to the Committee include all property owned by a
municipality and used exclusively for municipal or public purposes, community and economic
development ad valorem exemptions to new businesses and expansions of existing businesses,
and real property dedicated in perpetuity for conservation purposes. Some latitude is given to
county and municipal governments in the application of community and economic development
ad valorem exemptions to new businesses and expansions of existing businesses. A county or
municipality must first pass an ordinance which must then be authorized by referendum by the
electorate of the county or municipality.

A constitutional amendment is subject to statewide referendum as a necessary first step in
order to grant property tax relief to investor-owned water and wastewater utilities.

Proposed constitutional language and supporting statutory language granting ad valorem
and property tax exemptions to investor-owned water and wastewater utilities that qualify for
staff-assisted rate cases (SARCs) (having revenues less that $250,000 per year)*? was provided
to the Committee for consideration at the November 28, 2012 meeting, in furtherance of the
Committee’s consideration of Proposal 1.

Proposed language on extending the sales tax exemption to investor-owned water and
wastewater utilities qualifying for SARCs was also provided for consideration at the November
28, 2012 meeting, in furtherance of the Committee’s consideration of Proposal 2.

'2 The annual revenue threshold of $250,000 or less to qualify for a staff-assisted rate case, pursuant to Section
367.0814, F.S., is different from the threshold defining Class C utilities of less than $200,000 of annual revenue.
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Table 3-1
2011 PSC-Regulated Water and Wastewater
Property Tax Payments by County *

Property

County Tax

Baker $664
Brevard $18,775
Broward $73,469
Charlotte ($4,445)
Duval $5,664
Escambia $160,290
Flagler $54,682
Franklin $14,068
Gadsden $116
Glades $1,036
Gulf $18,854
Highlands $48,578
Lake $609,552
Lee $53,052
Levy $1,696
Manatee $0
Marion $87,261
Martin $82,782
Monroe $27,000
Okeechobee $10,715
Orange $109,702
Pasco $250,718
Pinellas $8,008
Polk $136,370
Putnam $0
Seminole $581,553
St. Johns $65,179
Sumter $10,914
Volusia $14,328
Aqua $804,268
Total $3,244,848

* Property tax data by county was not available for Aqua Utilities.
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Proposal 1 Discussion

The Committee considered draft constitutional amendment language and draft statutory
language relating to ad valorem and property tax exemptions for IOUs at the November 28 and
December 5, 2012 meetings.

Members questioned whether the proposed language would cover tangible property as
well as real property. The point was raised that taxes on tangible property comprise the bulk of
the taxes some utilities are required to pay. The Committee determined tangible tax was a subset
of ad valorem and property tax and would therefore be exempt under the proposed language. It
was noted by one member that there is already a $25,000 property tax exemption contained in
existing Florida Statutes. A member suggested that both the property tax proposal and the sales
tax proposal apply to all 10Us, not just those qualifying for SARCs. Another member noted
opposition to the property tax exemption based on the inability to determine the impact to local
governments.

At the request of a member the Committee deferred action on the proposals to a later
meeting to allow absent members to participate.

At the December 5, 2012 meeting in Eustis, Florida, the Committee amended proposals
which removed language limiting the application of both property tax and ad valorem tax
exemptions to small 10Us qualifying for staff-assistance in changing rates. In addition, the
Committee also considered a revised sales tax proposal with similar language removed.

Proposal 1 Decision

At the December 5, 2012 meeting, the Committee voted 10 to 3 to recommend to the
Legislature the following constitutional and statutory amendments related to ad valorem and
property tax exemptions without additional discussion:

Proposed Constitutional Language for ad valorem, real property tax exemption:

Article VI, Section 3. Taxes: Exemptions.—

(i) There shall be granted an ad valorem tax exemption for real property
dedicated to the provision of potable water by a community water system
pursuant to Section 403.852(3) and investor-owned wastewater utilities.

Proposed Statutory Language for Property Tax Exemption:

196.200x__Investor-owned sewer _and/or water _company _property
exemption.—(1) Property of any investor-owned sewer and water company
owned or operated by a Florida corporation, shall be exempt from ad valorem
taxation, provided the following criteria for exemption are met by the eligible
investor-owned sewer and/or water company:
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(a) Rates for services rendered by the company are established by the
governing board of the county or counties within which the company provides
service or by the Public Service Commission, in those counties in which rates
are regulated by the commission.

(b) The property of the eligible investor-owned sewer and water company
remains dedicated to the provision of public utility services.

Proposal 2 Discussion

Other than the suggestion to remove the restriction that the exemption would only be
available to I0OUs eligible for staff assistance in changing rates, there was no additional
discussion relating to the proposed statutory language regarding a sales tax exemption for 10Us.

Proposal 2 Decision

At the December 5, 2012 meeting in Eustis, Florida, the Committee voted 10 to 3 to
recommend to the Legislature the following statutory amendments related to sales tax
exemptions without additional discussion:

212.08(7) Miscellagous exemptions.

(kkk) Investor-owned water and sewer companies. —Sales or leases to an
investor owned sewer and/or water company owned or operated by a Florida
corporation, are exempt from the tax imposed by this chapter if the sole or
primary function of the corporation is to construct, maintain, or operate a
water or sewer system in this state.

Conclusion

The Committee considered two proposals to provide tax exemptions to investor-owned
water and wastewater utilities. The proposals apply to all 10Us regardless of whether they are
regulated by a county or the PSC

Proposal 1: The Committee recommends the following constitutional and statutory
amendments related to ad valorem and property tax exemptions:

Proposed Constitutional Language for ad valorem, real property tax exemption:

Article VI, Section 3. Taxes: Exemptions.

(i) There shall be granted an ad valorem tax exemption for real property
dedicated to the provision of potable water by a community water system
pursuant to Section 403.852(3) and investor-owned wastewater utilities.
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Proposed Statutory Language for Property Tax Exemption:

196.200x__Investor-owned sewer _and/or water _company _property
exemption.—(1) Property of any investor-owned sewer and water company
owned or operated by a Florida corporation, shall be exempt from ad valorem
taxation, provided the following criteria for exemption are met by the eligible
investor-owned sewer and/or water company:

(a) Rates for services rendered by the company are established by the
governing board of the county or counties within which the company
provides service or by the Public Service Commission, in those counties
in which rates are regulated by the commission.

(b) The property of the eligible investor-owned sewer and water
company remains dedicated to the provision of public utility services.

Proposal 2: The Committee recommends the following statutory amendments related to
sales tax exemptions:

Section 212.08(7), F.S., should be amended to add the following:

212.08(7) Miscellaneous exemptions.

(kkk) Investor-owned water and sewer companies. —Sales or leases to an
investor owned sewer and/or water company owned or operated by a Florida
corporation, are exempt from the tax imposed by this chapter if the sole or
primary function of the corporation is to construct, maintain, or operate a
water or sewer system in this state.
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Issue 4: The impact on customer rates if a utility purchases an existing water or wastewater
utility system.

Background

Pursuant to Section 367.071, F.S., a transfer or sale of an existing water or wastewater
system to another utility must be approved by the PSC and found to be in the public interest.
PSC Rule 25-30-037, F.A.C., details the filing requirements for approval to transfer an existing
system. This rule requires the purchasing utility to demonstrate that it has the financial and
technical ability to operate the system and that the purchase is otherwise in the public interest.
The rule also requires the purchasing utility to provide a list of any needed improvements or
repairs and the approximate cost to accomplish them. These factors are considered by the PSC
in determining whether to approve the transfer.

The rates of the system being purchased are not changed in a transfer application case.
Rather, rates remain the same until the purchasing system files its next rate case proceeding
which would include the purchased system. If the purchasing utility has a form of uniform or
banded rate structure, combining the system being acquired with the utility’s existing systems in
the next rate case proceeding will impact the resulting rates of all customers, especially if
improvements to the acquired system are necessary. Thus, the impact on customers’ rates of the
purchase of an existing system is not known until the purchasing utility’s next rate case. This
issue, which the Committee was legislatively required to consider, was discussed at the
Committee meetings held on October 18 and November 1, 2012. During the discussions, seven
proposals were identified by the members, which addressed various aspects of the purchase of a
utility system by an investor-owned water or wastewater utility. These proposals only apply to
investor-owned water and wastewater utilities regulated by the PSC.

Proposals 1 and 2 Discussion

1. Seek legislative change to Section 367.071, F.S., to specify that a rate impact analysis
be considered before approving a transfer of ownership from an existing system to an
IOU that currently owns multiple systems with a uniform or banded rate structure.
Such rate analysis could be part of the public interest determination already required
in the statute.

2. Seek legislation to direct the PSC to initiate rulemaking to amend Rule 25-30.037,
F.A.C, to require the purchasing utility to disclose whether the system being
purchased would be treated in future rate cases as a stand alone system or combined
for ratesetting purposes with its existing systems. If it will be combined for
ratesetting purposes, the utility must provide an analysis of the rate impact of the
acquisition on the existing customers of the purchasing utility and that of the system
being acquired.

Proposals 1 and 2 require the PSC to consider the rate impact of the purchase of a water

and wastewater system by an investor-owned system with a uniform or banded rate structure at
the time of transfer. This consideration would be one aspect of the PSC’s public interest
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determination required by Section 367.071, F.S. These proposals would require a rate impact
analysis, which would reveal the effect on customers’ rates of the purchased utility at the time of
transfer rather than waiting until the purchasing utility’s next rate case. During the discussion of
this issue, one member opined that a rate impact analysis is not germane to the transfer process
since rates are not changed at the time of transfer. He advised that there could be economies of
scale or efficiencies gained because of the transfer which could reduce or offset the rate impact,
and would not be known until the utility’s next rate case.

Proposal 3 Discussion

3. Seek legislation to direct the PSC to initiate rulemaking to amend Rule 25-30.371,
F.A.C, to codify an acquisition adjustment policy that reflects an appropriate level of
sharing of the risk and benefit of the purchase of an existing system among ratepayers
and shareholders.

One of the members suggested that another aspect of this issue is the effect of the PSC’s
acquisition adjustment policy when a PSC-regulated utility purchases another utility, particularly
when a larger company is purchasing a small troubled system. In most cases, the purchasing
utility is allowed to earn a return on the rate base of the utility system it has purchased,
regardless of how much it paid for the system. However, there are circumstances under which
the rate base can be adjusted to reflect the purchase price, thus increasing or decreasing rate base.
This is called an acquisition adjustment at the time of purchase. A positive acquisition
adjustment exists when the purchase price is greater than rate base, and a negative acquisition
adjustment exists when the purchase price is less than rate base. A positive acquisition
adjustment has the effect of increasing the purchasing utility’s rate base in its next rate case
proceeding, thus putting upward pressure on customers’ rates. A negative acquisition adjustment
has the opposite effect.

Pursuant to PSC Rule 25-30.371, F.A.C, a positive acquisition adjustment is not included
in rate base absent proof of extraordinary circumstances. Positive acquisition adjustments are
extremely rare. The rule also requires that most negative acquisition adjustments be included in
rate base, thus putting downward pressure on customers’ rates.”> One member suggested that
when a utility purchases a system which is in poor shape and in need of investment, perhaps the
acquisition adjustment policy should reflect more of a sharing of the risk and benefit of the
purchase among ratepayers and shareholders.

Proposal 4 Discussion

4. Seek legislative change to Section 367.081, F.S., to authorize the PSC to approve a
rate change at the time of transfer of an existing system to a qualified purchasing
utility not to exceed 5 percent per year until the rates reach the level of the purchasing
utility’s rates.

3 The effect on rates of the negative acquisition adjustment is reduced over time. Pursuant to the rule, a negative
acquisition adjustment is amortized over a period as short as seven years to as long as the remaining life of the
assets, depending on the details of the sales transaction.
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Another member stated that he viewed the issue more from a financial and operational
standpoint. He pointed out that in some cases small utilities do not change their rates for a long
period of time, and when the system is sold and a rate case is subsequently filed, the impact on
customers’ rates can be significant, especially if the purchasing utility has a form of uniform or
banded rate structure. The member suggested that in order to lessen the rate shock to the
customers, the purchasing utility should be allowed to gradually increase the rates of the
purchased system until the utility’s next rate case proceeding. He suggested a gradual increase
of 5 percent per year, and stressed that this would only apply if the purchasing utility has a
uniform or banded rate structure. During the discussion of this proposal, one member
commented that 5 percent per year may not be sufficient to cover the cost of improvements
needed by a utility and suggested that the percentage increase should be determined on a case-
by-case basis. Another member suggested that this proposal may not be applicable very often
because most purchasing utilities treat acquisitions on a stand alone basis and do not combine
their systems for ratemaking purposes.

Proposals 5 and 6 Discussion

5. Seek legislative change to Section 367.071, F.S., to require the selling utility to enter
into good faith negotiations with local governments that own water and/or wastewater
facilities before entering into a contract for sale with an IOU. To enforce this
statutory change, the PSC should be directed to initiate rulemaking to amend Rule 25-
30.037, F.A.C, to require the selling utility to provide a signed statement indicating
which local governments it approached regarding the sale of the system and the
results of those discussions.

6. Seek legislative change to Section 367.071, F.S., to provide that before a sale of an
IOU to another IOU can be approved by the PSC, the local governments affected
shall be given the right of first refusal. To accomplish this, Section 367.045, F.S., and
Rule 25-30.030, F.A.C, must also be amended to allow local governments that
receive notice of the transfer application to notify the parties involved within some
period of time that they would like to consider whether to match the sales price
contained in the contract. If the local government makes such notification, it shall be
given some reasonable time frame to officially make an offer to the selling utility.
The time frames should be determined by the PSC through rulemaking.

Some members expressed the opinion that, in many cases, the sale of a small system to a
local governmental utility is a better long-run solution for the customers of the small system than
a sale to an IOU. Some members asserted that the local governmental utility can often offer
lower rates and better service, and, thus, should be given preference in the purchase of water and
wastewater utilities in its area. Some members maintained that local governments should be
given the right of first refusal in the purchase of these utility systems. Opposition to this concept
was expressed by some members, who argued that it would be difficult to implement and could
be considered a taking by government. One member added that forced involvement of local
governments into the negotiation process would lengthen the entire procedure, which would
affect the timing of the sale and perhaps add more costs.
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At the request of some members, the Committee considered two proposals that would
give preference to local governmental utilities in the purchase of water and wastewater systems.
The first proposal would require the selling utility to enter into good faith negotiations with the
local governmental utilities before entering into a contract for sale with an IOU. The purchasing
utility would be expected to ensure that the seller completed these negotiations as part of its due
diligence prior to entering into a contract. In this scenario, negotiations with local governments
would take place prior to negotiations with 10Us, thus avoiding possible contractual issues and
not delaying the transfer process once an 10U negotiates a purchase.

The second proposal presented to the Committee would allow local governments some
finite period of time after the transfer application is filed at the PSC to negotiate with the selling
utility. Under this proposal, Section 367.071, F.S., would be amended to add a statement that
before a sale of an investor-owned water or wastewater utility to another IOU can be approved
by the PSC, the governing bodies in the county or city affected shall be give the right of first
refusal. Section 367.045, F.S., currently requires that local governments be notified when an
application for transfer of a water or wastewater utility is filed, and Rule 25-30.030, F.A.C,
details the contents of the required notice of application. Under these proposals, the statute and
rule would be amended to allow local governments that receive notice of the proposed transfer to
notify the parties involved within some specified period of time that they would like to consider
whether to match the sales price contained in the contract. If they provide such notice, the local
government would then be given some additional period of time in which to officially make an
offer to at least match the sales price contained in the contract. In this way, the local government
would have the right of first refusal, but only be given some specified period of time in which to
act, thus minimizing any delay in the ultimate sales transaction.

Proposal 7 Discussion

7. Seek legislation to direct the PSC to initiate rulemaking to amend Rule 25-30.030,
F.A.C., to require that the notice of application to the customers of the purchased
utility must include the disclosure of any system improvements needed to comply
with DEP requirements as well as the approximate cost of the improvements.

During the discussion of this issue, one member questioned how the customers of the
utility being purchased were notified of potential changes in ownership and rates, and was
informed that the customers are notified of the transfer application at the time of its filing and
given a period of time to file a protest to the application. When he was advised that the transfer
application currently requires that the purchasing utility disclose any system improvements that
are needed to comply with DEP standards and the approximate cost, the member suggested that
this information should be provided to customers as well. Therefore, this proposal was to require
a change to the PSC’s noticing rule (Rule 25-30.030, F.A.C).
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Proposal 8 Discussion

8. No change to the current rules and statutes regarding this issue.

One member stated that he believed the transfer process at the PSC is working
adequately, and requested a proposal be added to make no changes.

Conclusion

The Committee considered eight proposals for Issue 4, applicable only to those water and
wastewater utilities regulated by the PSC, and by a 7 to 5 vote, chose to take no action with
regard to the impact on customer rates if a utility purchases an existing water or wastewater
system. The eight proposals considered by the Committee include:

Proposal 1: Seek legislative amendment to Section 367.071, F.S., to specify that a rate
impact analysis be considered before approving a transfer of ownership from an existing system
to an investor-owned utility with a uniform or banded rate structure.

Proposal 2: Direct the PSC to initiate rulemaking to implement the statutory change
regarding the requirement for a rate impact analysis in certain transfer cases.

Proposal 3: Direct the PSC to initiate rulemaking to codify an acquisition adjustment
policy that reflects an appropriate level of sharing of the risk and benefit of the purchase of an
existing system among ratepayers and shareholders.

Proposal 4: Seek legislative amendment to Section 367.081, F.S., to authorize the PSC to
approve a rate change at the time of transfer of an existing system to a qualified purchasing
utility not to exceed 5 percent per year until the rates reach the level of the purchasing utility’s
rates.

Proposal 5: Seek legislative amendment to Section 367.071, F.S., to require the selling
utility to enter into good faith negotiations with local governments before entering into a contract
for sale with an investor-owned utility.

Proposal 6: Seek legislative amendment to Section 367.071, F.S., to provide that before a
sale of an investor-owned water or wastewater utility to another investor-owned water or
wastewater utility can be approved by the PSC, the local governments in the area shall be given a
right of first refusal and a reasonable time frame in which to negotiate a possible purchase by the
local government.

Proposal 7: Direct the PSC to initiate rulemaking to require that the notice of application
of a sale of an existing water or wastewater system to an investor-owned water or wastewater
utility must contain the disclosure of any system improvements needed to comply with DEP
requirements as well as the approximate cost of the improvements.
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Proposal 8: No change to the current statute or rules regarding the transfer of an existing
system to an investor-owned water or wastewater utility.
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Issue 5: The impact on customer rates of a utility providing service through the use of a
reseller.

Background

Reseller utilities are those that obtain water and/or wastewater service from another
utility and redistribute that service to end users. The Committee was required by the Legislation
to consider the impact on customer rates of service from a reseller utility. There are two types of
reseller utilities: (1) utilities that collect from the end users only the cost of the service from the
wholesale provider; and (2) utilities that pass-through the cost of the service from the wholesale
provider in addition to their own costs. The first category of resellers is exempt from PSC
regulation pursuant to Section 367.022(8), F.S., as long as the service is provided at a rate or
charge that does not exceed the cost of the service from the wholesale provider. This exemption
from regulation only applies to the PSC, and is not applicable to counties which elect to regulate
water and wastewater utilities. The second category of reseller is regulated by the PSC.

Reseller utilities that are regulated by the PSC tend to be those utilities with significant
investment in distribution and collection lines and other utility equipment, such as mobile home
parks and subdivisions. In a rate proceeding, the PSC determines the utility’s investment and
expenses related to the facilities it owns and operates. The cost of the water and/or wastewater
service purchased from a wholesale provider, which is generally a significant portion of the
customers’ bills, is allowed to be passed through to the customers pursuant to the pass-through
provision of Section 367.081(4)(b), F.S. From time to time in rate cases, the PSC receives
complaints from customers asserting that they are paying more for the water or wastewater
service than are the retail customers of the provider of the wholesale service, which is usually a
local governmental utility. The PSC has no jurisdiction over the rates charged by local
governmental entities for water or wastewater service, including wholesale service. In some
instances, it also could be that the customers of the reseller utility are not residents of the
governmental entity providing the wholesale service and, thus, may feel they have no avenue to
address their concerns.

At the November 1, 2012 meeting, there was a discussion of several conceptual proposals
that would give the PSC varying degrees of jurisdiction over the rate structure or rates of
providers of wholesale water or wastewater service to regulated utilities. The Committee
decided to make no change to the regulatory status of wholesale providers of water and
wastewater service to PSC-regulated utilities.

Resellers that choose to be exempt from PSC regulation are generally those that have
very little investment in equipment or lines needed to provide the service, such as apartment
complexes, condominium buildings and small master-metered shopping centers. Section
367.022(8), F.S., provides an exemption from regulation for “[a]ny person who resells water or
wastewater service at a rate or charge which does not exceed the actual purchase price of the
water or wastewater.”

A metered charge for water sends an appropriate price signal to the end user and is a
means of discouraging indiscriminant use of a scarce natural resource. However, under the
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current Florida statutory exemption, if a reseller wishes to recover from its customers any of the
costs associated with metering, it would become regulated and incur the costs of regulation.
Thus, the current situation discourages entities from separately charging for water service and
thwarts conservation efforts.

During the discussion at the November 1, 2012 meeting, several Committee members
expressed an interest in considering how exempt resellers could be allowed to recover metering
costs and still retain their exempt status. Some members questioned what recourse customers of
an exempt reseller would have if they believed the reseller was adding too much to the water
bills for metering costs. While exemptions pursuant to Section 367.022, F.S., are self-executing,
meaning that the PSC does not approve such exemptions, the PSC does investigate complaints
from customers who question whether the exempt entity actually qualifies for the claimed
exemption. The basis for this investigative authority is that if the entity claiming exemption does
not qualify for such, then it is a utility subject to PSC regulation and must comply with the
requirements of Chapter 367, F.S. In those cases brought to the attention of the Commission, the
PSC staff will contact the exempt entity and ask for the data necessary to determine whether it
qualifies for the exemption.**

Proposal 1 Discussion

Further research was conducted to determine ways metering costs could be collected
from customers in the case of exempt reseller utilities. The State of Texas allows exempt
resellers of water and wastewater service to recover certain costs above the cost of the product
from the wholesale provider. Texas has enacted a statutory mechanism whereby owners of
multiple use facilities, including manufactured home parks and apartment buildings, which
receive water at one master meter and then supply it to their residents or tenants, can recover
some costs of metering and billing. Generally, those entities are allowed to purchase water at a
master meter, install sub-meters for their users, and bill each sub-user not only for actual water
use but add a surcharge, not to exceed 9 percent of each customer’s share of the master meter
bill, to cover the costs of meter reading and billing.

The Texas Water Code devotes an entire Subchapter® to “Submetering And
Nonsubmetering For Apartments And Manufactured Home Rental Communities And Other
Multiple Use Facilities,” which is quite detailed, creating a complete and separate regulatory
mechanism for these entities. Of specific interest is Section 13.503(c) of the Texas Water Code,
which provides:

(c) Except as provided by Subsection (c-1), in addition to the charges
permitted under Subsection (b), the rules [of the Texas Department of
Environmental Quality] shall authorize the owner or manager of a

 This process would apply to complaints involving an entity claiming any of the 12 exemptions currently allowed
in Section 367.022, F.S., including among others, the current reseller exemption, a landlord providing service solely
to its tenants without specific compensation, a nonprofit corporation providing service only to members, and small
systems serving 100 or fewer persons.

> Texas Water Code, Title 2, Subtitle B, Chapter 13, Subchapter M, Sections §§13.501-§§13.506 (Water, VTCA
§813.501-8813.506).
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manufactured home rental community or apartment house to impose a service
charge of not more than nine percent of the costs related to sub-metering
allocated to each sub-metered rental or dwelling unit.

Section §291.124 of the Texas Department of Environmental Quality’s rules,'® Charges
and Calculations, provides the following:

(d) Calculations for sub-metered utility service. The tenant's sub-metered
charges must include the dwelling unit base charge and customer service
charge, if applicable, and the gallonage charge and must be calculated each
month as follows:

(3) service charge for manufactured home rental community or the owner
or manager of apartment house: a manufactured home rental community
or apartment house may charge a service charge in an amount not to
exceed 9 percent of the tenant's charge for sub-metered water and
wastewater service, except ....

As mentioned above, the Texas Water Code is extremely detailed and creates a special
regulatory classification for multiple use facilities. The Committee does not find that such a
detailed program is necessary in Florida. However, in order to encourage water conservation,
several members did express an interest in pursuing a simple change to Florida law to allow
recovery of sub-metering costs for exempt water resellers.

Proposal 1 Decision

As quoted above, Section 367.022(8), F.S., provides that “[a]ny person who resells water
or wastewater service at a rate or charge which does not exceed the actual purchase price of the
water or wastewater” is exempt from regulation. The Committee does not believe amendment of
this statutory provision is warranted, given its broad application, including, for example,
wastewater resellers. Instead, in order to include in Florida law the ability of a water reseller,
who provides service solely to tenants or residents of property that the reseller owns, to charge a
reasonable amount for meter reading and billing and maintain its exempt status, the Committee
voted at the November 28, 2012 meeting, by a 9 to 3 vote, to recommend to the Legislature the
following addition to the list of PSC-exempt entities contained in Section 367.022, F.S.:

(9) Any person who resells water service to individually sub-metered residents
or tenants of property owned by that person at a price that does not exceed the
actual purchase price of the water plus the actual costs of meter reading and
billing not to exceed 9 percent.

1% Title 30, Texas Administrative Code, Chapter 291.
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Conclusion

The Committee considered changes to the regulatory requirements for both PSC-
regulated resellers and those that are exempt from PSC regulation; these statutory provisions do
not affect counties which elect to regulate water and wastewater utilities. With regard to PSC-
regulated resellers, the Committee decided to make no change to how the cost of water or
wastewater service from the wholesale provider is passed through to the customers.

With regard to exempt reseller utilities, the Committee by a 9 to 3 vote adopts the
proposal to allow exempt resellers of water service to charge a reasonable amount to recover the
costs of meter reading or billing. The Committee recommends that the Legislature amend
Section 367.022, F.S., to add a new subsection (9) as follows:

(9) Any person who resells water service to individually sub-metered residents
or tenants of property owned by that person at a price that does not exceed the
actual purchase price of the water plus the actual costs of meter reading and
billing not to exceed 9 percent.
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Section I1V: Member Proposed Issues
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Issue 6: The creation of a reserve fund to make low-cost funding accessible to investor-owned
water and wastewater utilities for addressing critical infrastructure needs.

Background

Affordable, accessible financing is an ongoing issue for the water and wastewater
industry and is a particularly acute need for smaller systems. Smaller utilities, both those
regulated by the Public Service Commission and by counties, have difficulty securing low-cost,
long-term financing because the characteristics and track record of the industry make smaller
systems more risky in the view of lending institutions. Timing is also an issue, particularly when
critical system failures occur and small utilities do not have the cash reserves to address such
short-term needs. In addition, regulatory policy frequently does not provide sufficient cash flow
to fully service the debt over the term of the loan. The establishment of individual utility reserve
funding and/or establishment of a broader statewide reserve fund could reduce borrowing costs
and make funding more readily available.

At both the September 6 and October 1, 2012 meetings, the Committee discussed the
issue of the availability of low-cost financing for investor-owned water and wastewater utilities.
As a subset of that discussion several members expressed the need for some type of reserve fund
to provide readily accessible, low-cost funding.

Another Committee member suggested a utility specific reserve be built into each
utility’s rates to provide funding for addressing emergencies or critical system failures. The
member suggested $10,000 per year for Class C utilities, $20,000 per year for Class B utilities,
and $30,000 per year for Class A utilities. It was also mentioned that a reserve fund may help to
reduce the need for more frequent rate cases, thus reducing the impact of rate case expense.

Mr. Willis, representing PSC staff, responded to a series of member questions on PSC
practices as they relate to reserve funds and escrow accounts. He noted the PSC does not
currently have statutory authority to provide such reserves for water and wastewater utilities in
the rate setting process. He explained that a storm damage reserve fund has been implemented in
the electric industry by Commission rule and the recovery of storm related expenses have been
approved for water and wastewater utilities in the past, but in the context of a rate case or limited
proceeding. He also indicated he believes funded reserves for water and wastewater utilities
should be protected in some way to ensure the money will be available when needed. Mr. Willis
stated that the PSC frequently establishes escrow funds for planned investments. Finally, he
observed the electric industry is more stable as to ownership and longevity than the water and
wastewater industry. One member noted that the water and wastewater industry is as susceptible
to storm damage as other utility industries.

A member inquired about the amount of regulatory assessment fee applicable to water
and wastewater utilities and whether a certain portion of those fees could be set aside for utilities
to access when needed. Mr. Willis responded that the current regulatory assessment fee for the
water and wastewater industry is set at 4.5 percent. Mr. Willis pointed out the PSC is funded
through the regulatory assessment fees and the current assessment barely covers the costs of
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existing regulation. Taking a portion of that assessment to put to another purpose would require
reducing regulatory staff and programs.

A member of the public, Mr. Frank Reams, also suggested the Committee consider a
reserve fund similar to the Universal Service Fund used to promote universal
telecommunications access. The Universal Service Fund is funded by a contribution from all
telecommunications customers on their monthly bill. Mr. Reams suggested that a similar
approach could be taken to establishing a statewide water/wastewater reserve fund to address
infrastructure needs. A member of the Committee also suggested this concept for the Committee
to consider. Based on the discussion at the October 1, 2012 meeting, the Committee considered
the following conceptual proposals at the November 1, 2012 meeting.

1. Seek legislative authority to permit the PSC and counties that regulate investor-
owned water and wastewater utilities to establish an infrastructure repair and
replacement reserve for each individual utility that would be funded via a portion of
the utility’s rates. The fund would be secured either through an escrow account or
through a letter of credit and would be available to the utility only with the approval
of the PSC or PSC staff. Funding levels would be determined on a case-by-case basis
by the PSC.

2. Seek legislative authority to levy an incremental assessment on each water and
wastewater customer each month through their monthly bill. The assessment shall be
structured as either a per thousand gallon assessment or as a flat monthly assessment.
The assessments shall be submitted to a fund administrator who will establish
procedures and rules to administer low-cost loans to qualifying utilities.

Proposal 1 Discussion

At the November 1, 2012 meeting the members considered conceptual Proposals 1 and 2.
One member asked how a master-meter scenario would be handled for assessment purposes and
observed that a gallonage-based surcharge might be more just than a flat-rate mechanism. The
Committee was informed that a flat monthly rate would be easier to apply for master-metered
circumstances. One member suggested that once the PSC authorized the creation of a reserve
fund for a utility, the PSC staff should then have the authority to approve withdrawals from the
reserve fund upon submission of appropriate documentation from the affected utility. Another
member suggested removing counties from Proposal 1 since not all counties would be interested
in such a mechanism. Another member commented that in counties which have elected to
regulate investor-owned water and wastewater utilities, it should be up to the county to
determine whether an individual 10U would qualify for a reserve account, and added, it should
be up to the county to administer the account.

Pursuant to Section 367.171(8), Florida Statutes, counties electing to regulate investor-

owned water and wastewater utilities must set rates and charges in accordance with Section
367.081, paragraphs (1), (2), (3), and (6), F.S. The Committee was advised the statute permits
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the establishment of a reserve fund account for water and wastewater companies under paragraph
(1). The PSC could establish rules establishing the eligibility and administrative criteria for a
reserve fund account. Each county regulating investor-owned water and wastewater utilities
could also, pursuant to Section 367.081(1), F.S., establish a method to create a reserve fund
account for individual utilities under its jurisdiction.

At the November 28, 2012 meeting, the Committee considered modified proposals which
incorporate some of the comments and suggestions raised by the members at the November 1,
2012 meeting. Specific reference to county participation was removed from Proposal 1. The
removal of county references would not exclude counties from the ability to establish reserve
fund accounts for investor-owned water and wastewater utilities, but recognizes existing statutes
can be interpreted to allow counties that option. Language was added to require the PSC to
conduct rulemaking to address the criteria under which a reserve fund account can be
established, the options available to utilities to secure the funds, and the criteria authorizing PSC
staff to approve use of the reserve funds without having to obtain further Commission approval.

Proposal 1 (modified)

Recommend PSC rulemaking to permit the establishment of an infrastructure repair and
replacement reserve account for individual water and/or wastewater utilities that would be
funded by a portion of the utility’s rates. The PSC rulemaking should address the conditions
under which a reserve account would be approved, the magnitude of the account for each utility,
options for securing the account, the criteria for allowing PSC staff authorization of account
withdrawals, and any other necessary administrative details.

A member inquired about how a reserve fund account as proposed differed from what is
currently done for the electric industry. Mr. Willis, PSC staff, informed the Committee that the
fuel clause for energy, for example, is a three-year process including projected fuel costs for a
three-year period that are trued-up annually. He went on to say he envisioned the reserve fund
account would be handled differently. In his view, the PSC would approve the creation of the
account and the utility would secure the funds in a manner approved by the PSC. The utility
would then be allowed to access the funds when specified projects arose. Mr. Willis also said
the utility would be expected to account for the money collected in its Annual Report to the
Commission and also noted collections would be considered utility revenue and therefore,
subject to Regulatory Assessment Fees.

Mr. Kelly, the Public Counsel and a nonvoting Committee member, opined that the PSC
currently does not have statutory authority to conduct rulemaking to establish a reserve fund
account. Mr. Kelly distributed a list of concerns and safeguards he thought would be necessary
in order for the OPC to support a reserve fund account (Attachment IV.6-A). The list of
concerns included: (1) the need for a long-term capital improvement and investment plan; (2)
the account be limited to funding only significant capital projects to provide major refurbishment
or replacement of aging water and wastewater infrastructure; (3) there should be some
Commission or Commission staff review and approval before funds are spent; and (4) whether
the account should be limited to Class B and C utilities only and whether the utility’s rate of
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return should be adjusted to reflect the lower risk associated with the funding mechanism.
Additional concerns are enumerated in Attachment 1V.6-A.

Other members noted they expected savings associated with a reserve account for large
capital projects as identified in the utility’s long-range plan and that borrowing costs could be
avoided in some situations. Members also suggested it may be possible to avoid rate cases by
being proactive in capital improvements rather than reactive as is currently the case. Other
members concurred and one member further emphasized the need for a five-year capital
improvement and investment plan requirement. Several members supported a utility specific,
self-funded mechanism, and one member also supported OPC’s proposals to protect the
ratepayers.

The Committee discussed the best way to proceed and whether it would be appropriate to
approve i.e. modified Proposal 1 with the proviso that if, after further research, it was determined
legislation was required to permit PSC rulemaking on a reserve fund account then legislation
would be proposed.. The Committee determined it would be best to consider statutory language
to permit the PSC to conduct rulemaking on a reserve fund account for water and wastewater
utilities.

One member questioned whether more detail relating to suggested rulemaking was
necessary. The Committee Chair suggested the details of the rule would best be considered in
PSC rulemaking, and the PSC’s rulemaking process was discussed.

One member opined that the proposal presented an excellent opportunity to address the
issues of capital availability and aging infrastructure and an opportunity to communicate these
needs to the Legislature in a transparent, efficient, cost-effective manner that improves quality of
service to customers. Another member suggested the proposal should require the PSC to
determine whether the utility’s proposed investment plan was really the best solution and that the
utility should be required to have a capital improvement plan in place. The OPC representative
requested the Chair to encourage the PSC to conduct at least one rulemaking workshop at a
central location in the state to allow affected utilities and customers to easily attend.

The Committee voted to amend modified Proposal 1 to include statutory language to
enable the PSC to initiate rulemaking to determine the appropriate parameters under which it
would approve a reserve account for individual water and wastewater utilities.

At the December 19, 2012 meeting, the Committee considered proposed statutory
language to enable the PSC to pursue rulemaking to establish by rule the circumstances under
which it would permit and approve a reserve account for investor-owned water and wastewater
utilities. The proposed language appears as Attachment 1V.6-B.

One member inquired whether a utility would be permitted to borrow against the future
accumulation of funds in a reserve account. The Committee determined the decision would be
up to the specific lending institution. Another member opined that rulemaking would be the
appropriate venue to address the question of borrowing against a reserve account.
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Other concerns raised by the members included the length of time an account would
accumulate, whether the mechanism would be sufficient to assist small Class C utilities, and
whether the utility requesting the reserve account would be required to have a long-term capital
improvement plan in place in order to establish a reserve account. In addition, the OPC's
Committee representative requested the list of concerns OPC had previously provided relating to
this issue be included in the report (Attachment 1V.6-A). Several members responded that many
of the concerns and implementation details would be appropriately addressed in the
recommended rulemaking proposal.

A newly appointed Committee member asked whether the Committee had considered the
proposal put forth by Mr. Reams, a member of the public, and was told that the concept had been
proposed and discussed extensively at prior meetings and the Committee had ultimately decided
not to pursue it. Analysis of the proposal is discussed under Proposal 2.

Proposal 1 Decision

After a unanimous vote, the Committee approved modified Proposal 1 to seek statutory
authority to require the PSC to initiate rulemaking to permit the establishment of an
infrastructure repair and replacement reserve account for individual water and/or wastewater
utilities that would be funded by a portion of the utility’s rates. The PSC rulemaking shall
consider the conditions under which a reserve account would be approved, the magnitude of the
account for each utility, options for securing the account, the criteria for allowing PSC staff
authorization of account withdrawals, and any other necessary administrative details. Proposed
statutory language appears in Attachment IV.6-B.

Proposal 2 Discussion

During the November 1, 2012 meeting discussion of Proposal 1, a member noted that
DEP, as the current State Revolving Fund administrator, would be well positioned to administer
a statewide loan fund. The Committee representative from DEP committed to researching
whether that would be feasible. Other member comments and suggestions included placing a
cap on the fund, using a portion of sales taxes paid by investor-owned water and wastewater
utilities to create a fund, and including appropriate safeguards to ensure the funds were used for
the intended purpose. One member commented that Proposal 2 seemed like a tax to which the
member was opposed. Another member suggested utilities be required to put forward a 5-, 10-,
or 20-year plan as the basis for a self-funded reserve. Another member favored a utility specific,
self-funded mechanism as the preferred approach and other members concurred. One member
commented that the focus of the proposal should remain on small 10Us. The Committee
expressed the desire to consider further adjustments to Proposal 2 for the November 28, 2012
meeting.

The Committee considered modifications made to original Proposal 2 including the
designation of DEP as the fund administrator, addition of a maximum amount to be collected
over a five-year period, and limiting funding available only to those 10Us eligible for staff
assistance pursuant to Section 367.0814(1), F.S., (annual revenues of less than $250,000).
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At the November 28, 2012 meeting, Committee members expressed concerns regarding
the collection of funds from customers of utilities that would not have access to the funds. One
member characterized the funding mechanism as a tax and opposed it on that basis. Another
member thought it unfair to collect from all utilities and limit the benefits to only a few. The
member who had suggested pursuing the proposal withdrew the proposal from further
consideration.

Proposal 2 Decision

Proposal 2 was withdrawn from further consideration.

Proposal 3 Discussion

Based on a member suggestion, Proposal 3 was developed to recommend the Legislature
set aside a portion of sales tax or general revenue to fund a revolving fund that would be
available to small IOUs. The proposal designates DEP as the fund administrator and the
proposal contains a cap on the fund.

The Committee member suggested an alternate proposal clarified that the proposal was to
use sales tax revenue paid by I0Us as funding for a loan program. One member opined it was
not a good time to be proposing new uses for tax revenues and another member suggested that
the issue be dropped since Proposal 1 adequately covers the original purpose.

The Committee voted 11 to 1 to withdraw the proposal from further consideration.
Conclusion

The Committee considered three proposals relating to reserve funding for water and
wastewater utilities. As presented for final vote, all three proposals would apply to both PSC and
county-regulated water and wastewater utilities. The Committee approved one proposal, one
proposal was withdrawn by the proposing member, and the Committee voted to withdraw a third
proposal.

Proposal 1: The Committee recommends the following statutory amendment to grant

rulemaking authority to the PSC to determine the conditions under which it would approve a
reserve fund account for a water and/or wastewater utility:
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Subsection (2)(c) is added to section 367.081, Florida Statutes, to read:

367.081 Rates; procedure for fixing and changing.

(c) In establishing rates for a utility, the commission may authorize
creation of a utility reserve fund. The commission shall adopt rules to govern
such a fund, including, but not limited to, expenses for which the fund may be
used, segregation of reserve account funds, requirements for a capital
improvement plan, and requirements for commission authorization prior to
disbursements from the reserve fund.

Subsection 367.0814(3), Florida Statutes, shall be amended to read:

367.0814 Staff assistance in changing rates and charges; interim rates.-
(3) The provisions of s. 367.081(1), (2)(a), 2(c), and (3) shall apply in
determining the utility’s rates and charges.

Proposal 2: Proposal 2 was withdrawn from further consideration by the proposing
member.

Proposal 3: The Committee voted to withdraw Proposal 3 from further consideration.
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ATTACHMENT IV.6-A
Page 1 of 2

OPC Suggested Considerations
Issue 6, Modified Option 1
Infrastructure Repair and Replacement Surcharge
Florida Water Study Committee

To create a new regulatory policy to authorize a utility to collect a surcharge for major
refurbishment and replacement of aging water or wastewater infrastructure that is over and
above the revenue requirement currently authorized by Section 367.081, F.S., requires an
amendment to the Florida Statutes.

Normal annual repairs of water or wastewater infrastructure should be funded from the
revenue requirement currently being collected from the utility’s ratepayers. This reserve
account should be limited to funding only significant capital projects to provide major
refurbishment or replacement of aging water and wastewater infrastructure.

Because these funds are paid in advance by ratepayers, the Utility Plant in Service
constructed with the funds from this reserve account should be offset by Contributions In Aid
of Construction (CIAC).

Should there be a long term capital improvement plan before establishing a surcharge?

a. How long should the plan cover, i.e. 5 years, 10 years, 20 years?

b. What additional information and documentation should be required to request a
surcharge?

c. Should there be a periodic review (i.e. every 5 years) of a utility’s long-range
infrastructure plan before a surcharge can be continued?

Should the statute and implementing rule(s) limit the infrastructure improvements that can be
funded through the surcharge? Limitations may include:

a. major refurbishment or replacement of existing distribution and collection
infrastructure that have
I. reached the end of its useful life, or
ii. are negatively impacting water quality or reliability of service;
b. relocation of facilities as a result of government actions, if capital costs are not
eligible for reimbursement;
c. capital projects on used and useful water and wastewater infrastructure projects
that do not increase revenues by connecting new customers; or
d. limitations by NARUC account numbers.
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ATTACHMENT IV.6-A
Page 2 of 2

6. Should there be some type of staff or Commission approval before the utility spends money
from the reserve account?

a. Should there be a point of entry for customers to participate in the approval and
review process?

b. Should there be staff review that the surcharge has been spent in accordance with
the approval?

7. Should this surcharge be limited to Class B and C utilities?

8. Should there be a cap on the percentage increase over current rates?

9. Should there be any pre-qualifications to ask for a surcharge? For instance:
a. water loss or infiltration exceeds 10 percent,
b. pipes over 30 years old,

c. affidavit by an engineer that infrastructure should be replaced, etc.

10. If infrastructure improvements are made, should rates be reduced to reflect reductions in
operating costs?

11. Should the utility be required to file an annual report regarding
a. amounts collected in the past calendar year,
b. amounts spent in the last calendar year, and
c. the planned infrastructure activity for the upcoming calendar year?

12. If a surcharge is imposed, this may result in risk being shifted away from investors to
customers. Should there be a corresponding reduction in the authorized return for the utility?
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ATTACHMENT IV.6-B
Proposed 1 of 1

Proposed Statutory Language to Permit PSC Rulemaking for Reserve Fund

Subsection (2)(c) is added to section 367.081, Florida Statutes, to read:

367.081 Rates; procedure for fixing and changing.-

(c) In establishing rates for a utility, the commission may authorize
creation of a utility reserve fund. The commission shall adopt rules to govern
such a fund, including, but not limited to, expenses for which the fund may be
used, segregation of reserve account funds, requirements for a capital
improvement plan, and requirements for commission authorization prior to
disbursements from the reserve fund.

Subsection 367.0814(3), Florida Statutes, shall be amended to read:
367.0814 Staff assistance in changing rates and charges; interim rates.-

(3) The provisions of s. 367.081(1), (2)(a), 2(c), and (3) shall apply in
determining the utility’s rates and charges.
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Issue 7: Interim Rates.

Background

At the November 1, 2012 meeting, the Public Counsel, Mr. J.R. Kelly suggested three
topics for the Committee’s study, including rate case expense, quality of service, and interim
rates. The full text of Mr. Kelly’s three proposals is contained in Appendix V. At the December
5, 2012 meeting in Eustis, Florida, the Committee voted to consider all three issues suggested by
Mr. Kelly. The first of Mr. Kelly’s suggestions is that the Committee consider changing the
PSC’s authority to award interim rate increases in water and wastewater rate cases processed
pursuant to Section 367.081, F.S. Specifically, Mr. Kelly does not believe the PSC should be
authorized to award interim rates while deficiencies exist in a utility’s rate case Minimum Filing
Requirements (MFRs). Mr. Kelly proposes that the Committee recommend Section 367.082,
F.S., be amended to prohibit the award of interim rates prior to the utility curing all MFR
deficiencies and the establishment of an official date of filing (which starts the statutory “clock”
for completion of the rate proceeding). This proposal only applies to investor-owned water and
wastewater utilities regulated by the PSC.

In its interim rate proposal, Mr. Kelly notes that Section 367.021(9), F.S., defines the
“official date of filing” to mean the date upon which it has been determined that the utility has
filed with the PSC’s clerk the MFRs as established by PSC rule. The process for the
“determination of official date of filing” is set forth in Section 367.083, F.S. Mr. Kelly suggests
that the PSC should not be authorized to award an interim rate increase until and unless the
utility files its completed set of MFRs as set forth in the PSC’s rules and Section 367.083, F.S.
Mr. Kelly specifically proposes the Committee recommend that the Legislature amend Section
367.082(2)(a), F.S., to specify the PSC may only authorize collection of an interim rate increase
after the PSC has established an official date of filing pursuant to Section 367.083, F.S.

Mr. Kelly’s Interim Rate Proposal:
Section 367.082(2)(a), F.S., shall be amended to read:

(2)(a) In a proceeding for an interim increase in rates, the commission shall
authorize, within 60 days of the official date of filing, the collection of rates
sufficient to earn the minimum of the range of rate of return calculated in
accordance with subparagraph (5)(b)2. The difference between the interim
rates and the previously authorized rates shall be collected under bond,
escrow, letter of credit, or corporate undertaking subject to refund with
interest at a rate ordered by the commission.

Proposal 1 Discussion

At the November 1, 2012 meeting, Mr. Kelly elaborated on his concern with the current
interim rate statute: if MFRs are deficient, it is impossible to truly know whether the utility
should be awarded interim rates. Mr. Kelly suggested that it is possible that the PSC’s staff
analysis of the need for an interim rate increase could be flawed due to the lack of required
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information, including billing determinants, Used and Useful percentages, and other valid test
year data which is necessary for the calculation of the utility’s earnings. Mr. Kelly also
suggested that prior to 2004, the PSC required completed MFRs prior to the award of interim
rates. In 2004, the PSC’s then general counsel determined that Section 367.082, F.S., required
granting interim rates within 60 days of filing for a rate increase, not within 60 days of the
establishment of the official date of filing.>” Mr. Kelly concludes that the statute should be
amended to reflect the practice before 2004, and that this is fair to the utility since the utility has
control over the time frame of a rate increase filing.

One member noted that a prompt grant of interim rates protects the utility’s opportunity
to recover its investment, while a delay erodes that opportunity, and that customers are protected
since interim rates must be refunded with interest if it is determined they are not warranted.
Another member indicated that if it took him more time to collect MFR data, he would be forced
to hire help in preparing the MFRs, which could increase rate case expense, since in his
company, he has to do everything, from preparing the MFRs to fixing broken water lines, which
may keep him from following an intended schedule.

Mr. Kelly stated that a utility should not file for a rate increase unless it is ready. MFRs
are established by rule and are not a “moving target,” so the utility does not have to guess at what
will be required. Mr. Kelly stated he understood the need for interim rates, but his proposal is
directed at utilities that file for a rate increase and ask for interim rates, are notified of
deficiencies in the filing, and then delay correcting those deficiencies when it is the utility that
did not comply with the rules to begin with.

Another member indicated he is not comfortable with awarding interim rates until they
have been shown to be necessary, and that if the utility cannot get its paperwork together,
taxpayer time and money should not be spent. In response, it was pointed out that MFRs are not
trivial and are extremely comprehensive and complicated to prepare.

Mr. Willis of the PSC’s staff indicated that in order to make its prima facie case, the
utility must submit adequate financial data, or it will not be awarded interim rates. He informed
the Committee that full rate case MFRs include engineering, billing, rate structures and other
data, in addition to the financial data necessary to determine whether the utility is earning within
its authorized range. Mr. Willis stated that deficiencies in MFRs must be corrected within 30
days, and while it sometimes takes longer, he would not want to increase the rate case expense
borne by customers by requiring more information than was truly needed. A member responded
that if rules were in place, the rules should be followed, but a problem with the rules should be
fixed.

At the January 8, 2013 meeting, Mr. Kelly reiterated that interim rates should not be
awarded prior to a utility filing its completed MFRs. Mr. Kelly stated that in the majority of
cases over the past several years, utilities are collecting interim rates prior to the filing of a
complete set of MFRs; he believes this is unfair to the ratepayers, who have to bear the expense
of interim rates while the utility waits to file the required documents. Mr. Kelly’s office

" The Commission’s general counsel based this determination on a comparison of the statutory language in Chapter
367, F.S., with Chapter 366, F.S., (electric and gas) language.
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provided a table of rate cases filed at the PSC over the past five years, detailing, by utility, the
number of days the MFRs were deficient and whether interim rates were awarded. This table is
attached as Attachment IV.7-A

One member stated that he did not agree with Mr. Kelly’s proposal, because a utility
could submit its MFRs, and depending on how the PSC staff felt, there might be a need for
additional information and a back-and-forth. He did not see the need to wait for the
establishment of an official filing date prior to the award of interim rates, since no two agencies
or staff members work the same and the interim rates collected would be subject to refund with
interest.

Another member commented that utilities appear to be submitting what information they
can, and he agreed that the utility should submit what is needed to determine the need for interim
rate relief. He noted that utilities are attempting to prepare filings internally in order to save
money and was concerned that by telling a utility that it had to file correct MFRs, changing the
statute would be an incentive to hire consultants up front, which would increase rate case
expense. The Committee member believes this could serve as a deterrent to the filing of a rate
case, and that utilities would delay in filing for rate increases, which is one of the problems the
Committee is attempting to address.

A Committee member reiterated a previous concern, that if a utility cannot accurately
complete its paperwork, it should not get increased rates. He agreeed that the Committee wants
to ensure utilities collect appropriate rates, but according to the table submitted by Mr. Kelly’s
office, 19 of 20 cases filed by one company were deficient, and if the utility could get it right
once, it could do so in the other 19 cases. He believes utilities should be run like businesses, and
if the MFR rules need to be changed, that should be done in another forum, and not by the
Committee. He reiterated his concern that if there is a problem with the rules, such that the
MFRs are too stringent or too hard, then that problem should be addressed, but while the rules
are in place, they should be followed.

In reply, a member stated that the completion of MFRs was not easy, and no two
situations are the same. He stated that a small utility owner usually does not have all the answers
that PSC staff wants, even in SARCs, and the PSC staff always comes back with deficiencies.
Sometimes he has the answers but sometimes he does not, and it takes time to develop the
information that staff wants.

Mr. Kelly’s interim rates proposal was again considered at the January 25, 2013 meeting.
The Committee learned that customers were notified of the imposition of interim rates due to the
requirement that utilities must provide notice to their customers before the interim rates become
effective. In response to a question from another member, Mr. Willis of the PSC staff indicated
that it is not unusual for some portion of an interim rate increase to be refunded, at least in part,
at the conclusion of the full rate case. Another member stated that under the current statutory
process, interim rates do not harm consumers, since they are refundable with interest, but Mr.
Kelly’s proposal would harm the utility by delaying the collection of needed revenues.
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Proposal 1 Decision

At the January 25, 2013 meeting, the motion was made to approve Mr. Kelly’s interim
rates proposal without modification. The motion failed 7 to 6 and was defeated. Therefore, the
Committee does not approve Mr. Kelly’s interim rates proposal, and does not recommend any
amendments to Section 367.082(2)(a), F.S.

Conclusion
The Committee does not approve the proposal by Mr. Kelly to change the current Interim
Rates statute to authorize the award of interim rates only after a utility completes its Minimum

Filing Requirements and is given an official date of filing. No legislative action is
recommended.
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ATTACHMENT IV.7-A

Page 1 of 2

OPC Interim Rates Proposal

Table of File and Suspend Rate Cases
MFR Deficiencies and Correction Dates

Company Name Docket MFR Filing Deficiencies Days Deficient
Date Completed

Tierra Verde 060255 5/15/2006 8/22/2006 99
Utilities, Inc.
Mid-County 060254 5/11/2006 8/22/2006 103
Services, Inc.
Cypress Lakes 060257 5/15/2006 8/22/2006 99
Utilities, Inc.
Sanlando Utilities 060258 5/15/2006 8/22/2006 99
Corp.
Utilities, Inc. of 060253 10/2/2006 12/7/2006 66
Florida
Lake Placid Utilities, 060260 5/15/2006 8/22/2006 99
Inc.
Alafaya Utilities, Inc. 060256 5/15/2006 8/22/2006 99
Utilities, Inc. of 060261 5/15/2006 8/22/2006 99
Pennbrooke
Gold Coast Utility 060246 8/18/2006 11/3/2006 77
Corp.
Utilities, Inc. of 060285 5/15/2006 8/22/2006 99
Sandalhaven
Miles Grant Water 070695 2/29/2008 4/28/2008 59
and Sewer Company
Wedgefield Utilities, 070694 3/31/2008 5/30/2008 60
Inc.
K W Resort Utilities 070293 8/3/2007 9/19/2007 47
Corp.
Lake Utility 070693 2/18/2008 5/7/2008 79
Services, Inc.
Utilities, Inc. of 080247 8/22/2008 11/10/2008 80
Eagle Ridge
Tierra Verde 080248 8/27/2008 11/26/2008 91
Utilities, Inc.
Mid-County 080250 8/22/2008 11/17/2008 87
Services, Inc.
Agua Utilities of 080121 5/22/2008 8/28/2008 98
Florida, Inc.
Labrador Utilities, 080249 8/28/2008 12/4/2008 98

Inc.
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ATTACHMENT IV.7-A

Page 2 of 2

Company Name Docket MFR Filing Deficiencies Days Deficient

Date Completed
Southlake Utilities, 080597 12/11/2008 2/11/2009 62
Inc.
Placid Lakes 080353 10/15/2008 12/5/2008 51
Utilities, Inc
Peoples Water 080695 5/20/2009 7/2/2009 43
Service Company
Ni Florida LLC 090182 7/21/2009 9/24/2009 65
(Pasco)
Utilities, Inc. of 090392 9/28/2009 11/18/2009 51
Pennbrooke
Utilities, Inc. of 090381 9/29/2009 11/13/2009 45
Longwood
Sanlando Utilities 090402 9/30/2009 12/4/2009 65
Corp.
Utilities, Inc of 090462 2/1/2010 3/5/2010 32
Florida
Water Management 100104 5/25/2010 5/25/2010 0
Services, Inc.
Ni Florida, LLC 100149 6/22/2010 7/28/2010 36
(Lee)
C.F.A.T. H20, Inc. 100126 9/27/2010 2/25/2011 151
Lighthouse Utilities 100128 9/1/2010 2/21/2011 173
Company, Inc.
Tradewinds Utilities, 100127 9/27/2010 3/31/2011 185
Inc.
Lake Utility 100426 12/27/2010 2/18/2011 53
Services, Inc.
Utilities, Inc. of 110153 6/24/2011 6/24/2011 0
Eagle Ridge
Agqua Utilities of 100330 9/1/2010 10/14/2010 43
Florida, Inc.
Labrador Utilities, 110264 9/27/2011 10/31/2011 34
Inc.
Sunshine Utilities of 100048 6/1/2011 1/5/2012 218
Central Florida, Inc.
Water Management 110200 11/7/2011 2/17/2012 102
Services, Inc.
Utilities, Inc. of 120037 3/29/2012 5/9/2012 41
Pennbrooke
Sanlando Utilities 110257 10/31/2011 12/22/2011 52

Corp.
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Issue 8: Rate Case Expense.

Issue 8 was raised by the OPC. Mr. Kelly, the Public Counsel and a nonvoting member
of the Committee, presented three statutory proposals addressing rate case expense to the
Committee. Consideration of the proposals was supported by several other Committee members
as worthy of investigation by the Committee. At the December 5, 2012 meeting (Eustis, Florida)
the Committee determined that the issue of rate case expense would be addressed. These three
proposals only apply to water and wastewater utilities regulated by Public Service Commission
(PSC).

Background

Rate case expense is that expense incurred by an investor-owned utility, in the context of
a rate case, directly attributable to the utility’s preparation and prosecution of the case. Rate case
expense may include legal, engineering, and accounting expenses associated with preparation
and processing of the case, including such matters as preparation of MFRs, preparation and filing
of testimony and other relevant materials, and presentation of sworn testimony. As with any
expenses submitted in a rate case proceeding, the Commission reviews the submitted expenses
for reasonableness and prudence.

Pursuant to Section 367.0816, Florida Statutes, prudent rate case expense is apportioned
for recovery over a period of four years. At the end of the four-year period rates must be reduced
to account for the fact that allowed rate case expense has been fully recovered. In recent years,
some utilities have increased the frequency of rate case proceedings as industry costs have
continued to rise. In some cases, when rate proceedings have been more frequent than four-year
intervals, rate case expense amortizations overlap, meaning the customers of those utilities are
paying rate case expense for two cases at the same time.

The impact of rate case expense on customer bills varies from case to case and is often
negligible on a customer’s monthly bill. Another case from 2007, however, resulted in rate case
expense of more than $4.00 per month on average for water customers and more than $5.00 per
month on average for wastewater customers.’®* One case approved by the Commission in
December 2010, resulted in approximately $40,000 in rate case expense.”® This resulted in an
additional fixed charge of $0.94 plus an additional gallonage charge of $0.38 per 1,000 gallons
for water and an additional fixed charge of $1.22 plus an additional gallonage charge of $0.49
per 1,000 gallons (with a 6,000 gallon cap) for wastewater. Rate case expense in this case
increased customer bills by approximately $4 per month for water and $4 per month for
wastewater.

18 Docket No. 050499-WS, Application for increase in water and wastewater rates in Highlands County by Lake
Placid Utilities, Inc., Order No. PSC-07-0287-PAA-WS, issued April 3, 2007; and Order No. PSC-07-0528-AS-WS,
issued June 26, 2007.

1% Docket No. 090531-WS, Application for staff-assisted rate case in Highlands County by Lake Placid Utilities,
Inc., Order No. PSC-11-0015-PAA-WS, issued January 5, 2011.
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OPC Presentation to the Committee November 1, 2012

At the November 1, 2012 meeting, Mr. Steve Reilly, OPC staff attorney, addressed the
committee on a number of issues including rate case expense, interim rates, and quality of
service standards and enforcement. Mr. Reilly suggested that rate case expense for consultants
should not be permitted in SARCs. Since the PSC conducts the audit, inspects the utility
premises, prepares the analysis, and determines the level of the increase, OPC believes that this
rate case expense should not be allowed in SARCs. Mr. Reilly recalled in some recent cases the
utility hired legal counsel which drove up rate case expense. Mr. Reilly believed the resulting
rate case expense was unnecessary. He also commented that OPC participation in SARCs has
been rare.

Mr. Reilly also noted that the frequency of rate cases has increased for some utilities and
created situations where customers are paying rate case expense related to two cases at one time,
sometimes referred to as “stacking” or “pancaking.” The Office of Public Counsel believes this
is an inappropriate outcome and should not be permitted. Furthermore, disallowing unrecovered
rate case expense from a prior case would send the signal the utility should not file for rate cases
sooner than every four years. He further noted that other rate increase options existed, including
index and pass-through increases, and limited scope rate proceedings (LIMPS).

Finally, Mr. Reilly also expressed concerns that rate case expense has occasionally been
out of proportion to the amount of increase that the utility was granted in the case. This will
result in a rate increase related to rate case expense and not to utility related investment or
operation and maintenance expense. He suggested that a good way to address the issue would be
to limit the amount of rate case expense to no more than the amount of the recommended
increase in revenue requirement, thereby presuming that rate case expense in excess of the
recommended increase in revenue requirement is “unreasonable.”

Mr. Reilly provided the following conceptual proposals for rate case expense in a written
handout provided to the Committee:

Rate Case Expense

Section 367.081(7), F.S., provides that the Commission shall determine
the reasonableness of rate case expenses to be awarded to a utility that files a
petition for a rate increase. Section 367.0816, F.S., provides that the amount of
rate case expense determined by the Commission shall be apportioned for
recovery over a period of 4 years. Section 367.0814, F.S., provides the
Commission may establish rules to allow a water or wastewater utility whose
gross annual revenues are under $250,000 to request and obtain staff assistance
for the purpose of changing its rates or charges; i.e., in filing a petition for a rate
increase. These are commonly referred to as staff-assisted rate cases.

Proposal 1: As a general rule, the Commission should not award rate case

expenses for attorney or consultant fees in staff-assisted rate cases. However,
if in the course of processing a SARC, the Commission staff requires the
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assistance of an outside consultant, the reasonable cost of the consultant’s
services should be recoverable from ratepayers as rate case expense.

Proposal 2: In a proceeding under Section 367.081, F.S., (“file and
suspend” rate case) or Section 367.0814, F.S., (staff-assisted rate case), the
revenue requirement approved by the Commission should only include the
four-year amortization of the rate case expense in the instant case. Any
unamortized rate case expense associated with an earlier rate case filing
should be discontinued. This limitation should not apply to rate case expense
associated with limited proceedings, filed pursuant to Section 367.0822, F.S.

Proposal 3: In no event should an award of rate case expense exceed the
total rate increase approved by the Commission (not including any rate case
expense) in a “file and suspend” rate case filed pursuant to Section 367.081,
F.S.

During the Committee’s discussions following the presentation, it was noted that the
utility is not permitted to protest the Commission order in a SARC and therefore should be
entitled to secure whatever consultants it believes necessary to protect its interests. Another
member noted OPC was present at the Commission agenda in each of his company’s last three
SARCs and another member stated OPC had participated in some of his company’s SARCs.

One member commented that it was very frustrating to customers that they had to bear
the cost of attorneys for utilities seeking to raise their rates and also expressed frustration at the
amount of attorney related expenses.

Another member expressed opposition to the proposal on the issue of pancaking because
the water and wastewater industry is one of increasing costs and unpredictable compliance issues
often arise, requiring the utility to request increases sooner than every four years. The member
further noted many expensive items could not be passed through and that limited proceedings
were not time limited, nor were interim rates available through LIMPs. The member concluded
that these factors serve as negative incentives for the utility to request a limited proceeding.
Other members voiced similar concerns, including the potential severe impacts pending approval
of Environmental Protection Agency (EPA) and DEP rules on Numeric Nutrient Criteria
requirements.

A member asked whether services of other professionals besides attorneys were
permitted in rate case expense under Proposal 1. Mr. Reilly responded that consultants for
accounting and engineering services were often used in rate cases and the cost of such services
could be included in rate case expense. Mr. Reilly noted the intent was to allow such
expenditures when PSC staff requests dictated that a consultant be involved. He reiterated the
proposal was primarily directed at the use of attorneys.

At the December 5, 2012 meeting in Eustis, Florida, two members of the public, Mr.

Roger Sperling and Mr. George Auger, expressed concern regarding rate case expense. Mr.
Sperling suggested that the Commission practice of allowing profit on rate case expense
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incentivizes the utility to spend freely on rate case expense. Mr. Sperling suggested eliminating
profit on rate case cost, disallowing rate case expense in proportion to other disallowed costs,
and establishing penalties for intentionally deceiving the Commission in rate case filings. Mr.
Sperling provided written comments relating to rate case expense which are included in
Appendix VI, Public Input.

Mr. Auger also commented regarding rate case expense. He reiterated the concerns of
Mr. Sperling and also expressed concern regarding “pancaking” rate case expense. He suggested
that rate case expense should be borne entirely by the utility since it provides no benefit to
customers. He also suggested eliminating “pancaking,” splitting rate case expense between
customers and shareholders, and accounting separately for approved and non-approved rate case
expense. Mr. Auger’s written comments are included in Appendix VI, Public Input. It is
Commission practice to include a portion of rate case expense in the utility’s working capital
allowance; the Commission allows a return on working capital in the utility’s rates.

OPC provided preliminary statutory language relating to each of the topics presented by
Mr. Reilly on November 1, 2012. OPC also presented analysis of past Commission cases
showing rate case expense for SARCs and cases where rate case expense exceeded the revenue
increase granted to the utility. The analyses are presented in Table 8-1 and Table 8-2. On
January 3, 2013, Mr. Reilly provided an updated version of the proposed statutory language.
OPC’s proposed language for rate case expense is included as Attachment 1V.8-A.
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Table 8-1
SARC Historical Rate Case Expense

SARC Historical Rate Case Expense
wW/wWw Total Annual Rev Incr w/o
Name Docket # | # of Customers | Rate Case Exp. | Amortiz RCE Amort
Orangewood Lakes Services 070680 223/190 S 2,377 | S 594 S 99,677
CWS Communities 080715 290 S 676 | S 169 S 15,263
Damon Utilities 080709 278 S 2,137 | $ 534 S 22,897
Fairmount Utilities 080668 442 S 2,248 | S 562 S 27,896
Hidden Valley SPE/ Orange Lake Utilities 080714 248/242 S 3,448 | S 862 S 97,779
Keen Sales, Rentals & Utilities 090072 114 S 691 | S 173 S 57,759
Neighborhood Utilities 090060 429 S 3,056 | S 764 S 65,253
TLP Water 090244 53 S 601 | S 150 S 9,754
Camachee Island Company 090230 92 S 4,080 S 1,020 (a) S 68,342
Brendenwood Water System 090346 58 S 337 | S 84 S 8,906
Mobile Manor Water Co. 090170 313 S 1,528 | $ 382 S 12,153
Alturas 090477 622 S 1,498 | S 375 S 11,100
Palm Valley Utilities 090447 793 S 2,555 | $ 639 S 249,717
Pinecrest Ranches 090414 152 S 806 | S 201 S 6,737
Lake Placid Utilities 090531 122/192 S 39,943 S 9,986 (b) $§ 15,258
Commercial Utilities 100326 | 43 E 3,449 |$ 862| |$ 43,207
Tymber Creek Utilities, Incorporated 100359 449/420 S 9,634 S 2,409 (c) S 127,576
S & L Utilities, Inc. 100471 76 S 328 | S 82 S 2,915
Heather Hills Estates Utilities, Inc. 100472 354/354 S 2,795 | $ 699 S 21,510
Greenlefe Resort Utility, Inc. 110141  1,254/1,210 $ 12,326 $ 3,082 (d) $ 108,294
Utility Corporation of Florida, Inc. 110165 317 S 1,533 | S 383 S 29,852
Useppa Island Utilities Co., Inc. 110260 144/138 S 1,612 | S 403 S 29,030
Regency Utilities, Inc 110282 138/125 S 10,478 S 2,620 (e) S 164,732
Sunrise Utilities, LLC. * 110238 234 S 1,376 | S 344 S 12,906
Average Rate Case Expense S 4,563 | S 1,141 S 54,521
Average Without Lake Placid ‘ S 3,025 | S 756 S 56,228

* PAA Order not final (a) Consultant Fees $2,328

(b) Consultant/Legal/Corp Allocations $36,641

(c) Consultant Fees $6,087

(d) Consultant Fees $7,893

(e) Consultant/Legal Fees $8,010
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Company Name

(€]
Tierra Verde Utilities, Inc.
Mid-County Services, Inc.
Cypress Lakes Utilities, Inc.
Sanlando Utilities Corp.

Utilities, Inc of Florida

Lake Placid Utilities, Inc.

Alafaya Utilities, Inc.

Utilities, Inc. of Pennbrooke

Gold Coast Utility Corp.

Utilities, Inc. of Sandalhaven
Miles Grant Water and Sewer Company
Wedgefleld Utilities, Inc.

K W Resort Utilities Corp

Lake Utility Services, Inc.

Utilities, Inc. of Eagle Ridge
Tierra Verde Utilities, Inc.
Mid-County Services, Inc.

Aqua Utilities of Florida, Inc.
Labrador Utilities, Inc.

Southlake Utilities, Inc.

Placid Lakes Utilities, Inc.
Peoples Water Service Company
Ni Florida LLC (Pasco)

Utilities, Inc. of Pennbrooke
Utilities, Inc. of Longwood
Sanlando Utilities Corp.

Utilities, Inc of Florida

Water Management Services, Inc.
Ni Florida, LLC (Lee)

C.F.A.T. H20, Inc.

Lighthouse Utilities Company, Inc.
Tradewinds Utilities, Inc.

Lake Utility Services, Inc.

Utilities, Inc. of Eagle Ridge

Aqua Utilities of Florida, Inc.
Labrador Utilities, Inc.

Sunshine Utilities of Central Florida, Inc.

Docket

@
060255
060254
060257
060258
060253
060260
060256
060261
060246
060285
070695
070694
070293
070693
080247
080248
080250
080121
080249
080597
080353
080695
090182
090392
0950381
090402
090462
100104
100149
100126
100128
100127
100426
110153
100330
110264
100048

Table 8-2
Rate Case Expense > Revenue Increase minus Rate Case Expense

Order

©)
07-0082
07-0134
07-0199
07-0205
07-0505
07-0528
07-0130
07-0534
08-0535
07-0865
08-0812
08-0827
09-0057
09-0101
09-0264
09-0372
09-0373
09-0385
09-0462
09-0623
09-0632
10-0117
10-0168
10-0400
10-0407
10-0423
10-0585
11-0010
11-0199
11-0366
11-0368
11-0385
11-0514
11-0587
12-0102
12-0206
12-0357
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Rate Case
Expense

4
94,089
83,796
84,859

155,900
278,320
70,620
111,961
101,216
101,923
141,019
127,973
151,575
466,615
331,450
84,373
91,558
107,968
1,501,609
69,241
249,131
95,165
165,113
98,184
130,990
116,025
193,088
303,552
229,180
20,704
20,243
64,358
20,752
329,870
66,554
1,409,043
83,374
49,400

Amortization
Col 4/ 4 years
©)
23,522
20,949
21,215
38,975
69,580
17,655
27,990
25,304
25,481
35,255
31,993
37,894
116,654
82,863
21,093
22,890
26,992
375,402
17,310
62,283
23,791
41,278
24,546
32,748
29,006
48,272
75,888
57,295
5,176
5,061
16,090
5,188
82,468
16,639
352,261
20,844
12,350

Revenue
Increase

(6)
113,428
282,469
186,041

1,068,975
481,829

27,966
611,000
106,106
276,688
197,496
355,375
385,914
241,771

3,979,433
242,790
301,207
316,160

5,793,768
236,547
617,459
135,815
364,620
292,153
131,112

41,091
682,875
665,019

13,474

42,905

31,980

60,287

71,248

1,223,163
158,847

2,605,499

56,657
107,548

Revenue
Increase RCE as %
W/out RCE of Increase
Col 6-Col 5 7
) ®)

89,906 104.7%
261,520 32.0%
164,826 51.5%
1,030,000 15.1%
412,249 67.5%
10,311 684.9%
583,010 19.2%
80,802 125.3%
251,207 40.6%
162,241 86.9%
323,382 39.6%
348,020 43.6%
125,117 372.9%
3,896,571 8.5%
221,697 38.1%
278,318 32.9%
289,168 37.3%
5,418,366 27.7%
219,237 31.6%
555,176 44.9%
112,024 85.0%
323,342 51.1%
267,607 36.7%
98,365 133.2%
12,085 960.1%
634,603 30.4%
589,131 51.5%

(43,821) Decrease
37,729 54.9%
26,919 75.2%
44,198 145.6%
66,060 31.4%
1,140,696 28.9%
142,209 46.8%
2,253,238 62.5%
35,814 232.8%
95,198 51.9%



Proposal 1 Discussion

Mr. Kelly introduced Proposal 1 with the intent to prohibit the Commission from
awarding rate case expense for attorney and consultant fees in SARCs unless PSC staff
requires the assistance of an outside consultant.

One member questioned whether the expense relating to mailings and notice to
customers and the public would be disallowed. Mr. Kelly responded that the intent of the
proposal was to limit or prohibit expense associated with attorneys and consultants since the
PSC staff prepared the analysis and it was not his intent to disallow the items addressed by
the member’s question.

A member also inquired about engineering consultation that may be associated with
pro forma plant improvement. Mr. Willis, PSC staff, responded that design engineering costs
are typically recovered as capital costs associated with the planned plant improvement and
are not treated as rate case expense.

Another member commented that the utility generally engages attorneys or
professional engineers for guidance in areas where the utility owner or utility personnel have
little or no expertise. The member noted the regulatory process itself is getting more
complicated and utilities may feel obligated to engage the services of attorneys and
consultants.

Mr. Kelly responded that in SARCs, the PSC staff prepares the case and PSC staff
does not represent the interests of the customers or the utility. Since the PSC staff is
preparing the case and performing the analysis he questioned the need for the utility to hire
attorneys and consultants. He also mentioned should the OPC intervene in a SARC, then,
rate case expense would apply. Two members reiterated their belief in the legitimacy of
hiring consultants and attorneys for guidance in regulatory proceedings, including SARCs.

One member questioned when and under what circumstances engineering consulting
fees would be considered rate case expense for a SARC. Mr. Willis responded that he could
not recall a SARC in which a consulting engineer was involved and that typically it would be
legal or accounting assistance that would be sought. He noted that occasionally the PSC staff
is directed to work with the utility’s bookkeeper to obtain relevant records and documents.

The Committee was advised utilities do not always agree with PSC staff’s analysis in
SARCs. There are certain points in a case, after PSC staff has completed its initial analysis
or when the case is before the Commission for a decision, when the utility may have a
justifiable need to engage legal or consultant assistance to review the report or
recommendation and advocate for a different outcome.

One member added the utility does not have the right to protest the Commission

decision in a SARC and questioned whether Mr. Kelly had considered including that ability
in his proposal. Mr. Kelly responded he had not and further stated he thought the inability of
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the utility to protest SARCs was a quid pro quo for having the PSC staff preparing the case
on the utility’s behalf. Mr. Willis confirmed that was his understanding as well.

Another member commented he viewed Proposal 1 as a disincentive for some utility
owners to seek rate relief through a SARC and further observed there are some Class C utility
owners who are not experienced utility people and have a limited understanding of the regulatory
process. The member thought utilities seeking staff assistance should be allowed to engage
professional advice and guidance and be reimbursed for it. The member questioned whether Mr.
Kelly had considered a cap rather than total disallowance of rate case expense for SARCs, to
which Mr. Kelly said no.

The Committee considered proposed amended language to OPC Proposal 1 intended to
limit rate case expense related to attorney and consultant fees to that portion of the case where
the initial PSC staff analysis has been completed but a decision has not been rendered by the
Commission. The amended proposal appears as Rate Case Expense — Proposal 1.2 in
Attachment 1V.8-B. Proposal 1.2 also amends Section 367.0814(3) to reference (7) of 367.081,
F.S., to apply to SARCs. The language of paragraph (7) addresses the Commission
determination of reasonable rate case expense.

At January 25, 2013 meeting (Tampa, Florida), the Committee discussed Proposal 1, as
well as Proposal 1.2. Proposal 1.2 addresses some members’ concerns expressed at the
November 1, 2012 and January 8, 2013 meetings regarding the limitation on consultant and
attorney fees in SARCs. There may be legitimate reasons for Class C utilities to seek consulting
or legal services at certain stages of a SARCs since the utility does not always agree with the
PSC analysis on particular issues. Proposal 1.2 would permit the PSC to recognize such
expenses incurred after PSC staff issues its preliminary report for the case. Attorney or
consulting fees incurred by the utility prior to that point in the case would not be eligible for
recovery.

One member observed the process seemed unbalanced since Class C utilities are likely to
be less informed about the rate case process and not allowing them to recover the expense of
outside counsel in SARCs handicaps the utility. The member observed OPC has the opportunity
to interject themselves into the process on a limited basis.

Another member sought clarification on the duties the PSC performs in SARCs beyond
what they do in a standard case, and learned that PSC staff conducts an audit, an engineer makes
a site visit and consults with DEP and prepares a quality of service analysis, and accounting staff
compiles the analysis typically contained in MFRs filed by the utility. In addition, PSC staff
conducts a customer meeting following the issuance of the preliminary staff analysis to take
customer comment and gather additional service quality information. The member commented
the process was designed to reduce rate case expense.

Mr. Kelly commented that PSC staff takes on a significant burden in a SARC. He stated
that a SARC is a quid pro quo situation. The statute permits smaller utilities to get free help
from the PSC in putting the utility’s case together. Mr. Kelly does not believe that OPC, in the
history of its office, hired expert witnesses in SARCSs, nor, in the past five years, intervened in a
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SARC. Mr. Kelly reiterated that if OPC or another party intervenes in a SARC, then the utility is
entitled to and probably should seek legal and/or consulting advice. In a normal SARC, where
PSC staff performs the majority of analysis, Mr. Kelly did not know why the utility would need
to pay an attorney to help put the case together; in his opinion, doing so is a detriment to
ratepayers, and does not comport with the true intent of the SARC statute.

A member noted the utility can discuss any disagreements with PSC staff analysis but
does not have the right to protest the SARC unless the utility receives a rate decrease. Most
utilities do their own advocacy but some utility owners have a limited understanding of the
regulatory process and sometimes are unable to effectively communicate their concerns to PSC
staff.

Another member questioned whether PSC staff ever recommended to a Class C utility to
seek professional consulting or legal services. Mr. Willis, PSC staff, responded such instances
were rare and a more likely scenario would be the utility employing a bookkeeper to keep its
books. Such expense is typically approved in SARCs. Mr. Willis said the PSC staff does not
generally suggest the utility seek outside help.

A member also inquired whether the PSC has authority to reduce or exclude rate case
expense and Mr. Willis responded the Commission has always interpreted the statutes as giving
it a lot of authority in that area. Mr. Willis went on to say the incidence of reducing rate case
expense in SARCs was rare; Chair Brown concurred.

One member raised the issue of differing rates for legal and consulting services. Mr.
Willis indicated PSC staff does not advise utilities about the amount they can pay for legal or
consultant services but PSC staff routinely examines the level of the rates paid for consulting and
legal services.

Proposal 1 Decision

The Committee did not vote on Proposal 1 to prohibit recovery of rate case expense for
consulting and legal services in SARCs.

The Committee voted 7 to 6 to approve Proposal 1.2 to prohibit the recovery of rate case
expense occurring in SARCs prior to the issuance of the PSC staff’s preliminary report in the
case.

Proposal 2 Discussion

At the January 8, 2013 meeting, Mr. Kelly introduced Proposal 2 which is intended to
prevent the recovery of rate case expense from more than one rate case at a time and to provide
incentive for utilities to limit rate case filings to no more than once every four years. Mr. Kelly
noted the frequency of water and wastewater rate cases appears to have increased in recent years.
He also stated other rate relief alternatives such as index increases, pass-through increases, and
LIMPs are available to utilities which can reduce the need for frequent rate case filings. He also
commented the Committee had considered and recommended adding additional pass-through
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items which will have the impact of increasing the burden on ratepayers. He stated that he
believes, given the existing alternatives, it would not be unreasonable for unrecovered rate case
expense to be foregone if the utility seeks another rate case within four years of a prior case.
Proposed statutory language for Proposal 2 appears in Attachment 1V.8-A.

One member noted that the proposed language could be interpreted to mean that when
new rates were approved the language as written would merely defer recovery of additional rate
case expense until the rate case expense from the previous case was fully recovered. Mr. Kelly
indicated that was not the intent.

The Committee Chair asked Mr. Kelly whether he thought the proposed language would
be legal in regard to a regulatory/legal taking since the Commission had approved those expenses
as reasonable and prudent in a prior case. Mr. Kelly responded he did not think it was a problem
but had not researched that question. He stated he believes the proposed statutory language
would supersede previous rate case expense language. He also commented he did not propose a
50-50 split of rate case expense between the utility and the customers, which he thought was a
more extreme position. He did not believe the proposed language would have as large an impact
on the utility as the 50-50 split concept.

The Committee Chair commented that this may be an area which is more suitable to
rulemaking where all affected parties can have the opportunity to participate.

One member agreed with Mr. Kelly that recovery of rate case expense resulting from
more than one case at time within a four-year period is inappropriate. The member commented
if the utility had a long-range capital improvement plan it should not need to seek rate relief so
frequently and also expressed support for the concept of splitting or sharing rate case expense
between customers and the utility. He noted, both sides benefit from the case and they should
share the expense. He believed the sharing concept would provide incentive to the utility to
make sure it really needed to file for additional rate relief.

One member expressed concern regarding the unpredictability of cost factors in the
industry citing the potential impacts of new EPA and DEP requirements. The member cited the
Numeric Nutrient Criteria rule which will take effect next year as a potentially significant cost
source too complex for pass-through increases or even LIMPs. Mr. Kelly suggested
environmental compliance costs and other compliance issues were particularly suitable for
LIMPs. The Committee Chair agreed that limited proceedings would be suitable for such cases.
The member suggested perhaps a different amortization period for rate case expense could be
considered and asked what impact increasing the staff-assistance threshold to include all Class B
utilities would have on the PSC. Mr. Willis, PSC staff, indicated the threshold increased from
the current threshold ($250,000) to the Class B threshold (less than $1,000,000)in one jump, it
would have a significant impact on PSC staff.

Another member asked whether, when utilities had two cases close together, it had any
impact on the level of rate case expense. Mr. Willis indicated he did not believe there was a
pattern in those circumstances but in some instances rate case expense had been lower for the
second case.
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A member suggested the proposal penalized the utility and another way to address the
rate impact issue would be to defer recovery of the expense associated with the second case until
the expense from the first case was fully recovered and removed from rates.

Another member suggested establishing a benchmark for attorney fees that would
standardize the rate case expense from case to case and suggested the utility should bear any cost
over and above some benchmarked amount. The Committee Chair noted that the PSC
considered doing that but found it very difficult to do and maintain fairness to everyone.

One member liked the message of Proposal 2 to hold down rate case expense. He
inquired as to whether, if the proposal was implemented, the PSC would inform utilities that if it
filed a case sooner than four years it would forego unamortized rate case expense. Mr. Willis
stated PSC staff would definitely inform the utility in its test year letter, if the proposal became
law. The member also expressed concern that the proposal would act as a disincentive to file a
rate case.

A member suggested increasing the number of items allowable for pass-through increases
would help to reduce the frequency of rate case filings. He noted index and pass-through items
were easier on all involved and enabled the utility to keep pace with cost increases.

Several members suggested customers need to see the difference in their rates with and
without rate case expense. A customer Committee member agreed and noted that as a customer
he has never actually seen a comparison of rates with and without rate case expense. Mr. Willis
said while the information is always in the rate case order it does not appear in the notice to the
customers, customers only get noticed at the end of the four-year period when the rate is reduced.
He said a comparison could be added to the initial notice. Several members stated such
information would be a welcome change. (See Issue 8, Proposal 5.)

At the January 25, 2013 meeting, Mr. Kelly began discussion of Proposal 2 by reminding
members a portion of rate case expense is subject to a return for the utility and asked for
clarification on the point. Mr. Willis agreed a small portion of rate case expense, the average
four-year amortization, is included in the utility’s working capital allowance for which it earns a
return. One member noted the return portion is removed from rates after four years. Another
member suggested the return component encourages utilities to increase rate case expense and
should be changed. The member argued the utility should not be allowed to earn a profit on rate
case expense and rate case expense should not be included in the utility’s working capital
allowance.

The Committee considered Proposal 2 (amended), which addresses the concern
previously raised by members regarding the clarity of the language. Amended language is the
shaded language in Proposal 2 (amended) shown in Attachment IV.8-B.

One member commented that if the proposal to eliminate pancaking was approved,

utilities may postpone needed capital investments because the opportunity to recover the costs of
applications would be limited to once every four years. Further, it was noted utilities are
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expected to comply with EPA, DEP, and Water Management District requirements but cannot
get rate relief but once every four years. Mr. Kelly noted the utility has the option to seek relief
through LIMPs and possibly pass-through applications.

Proposal 2 Decision

The Committee took no action on Proposal 2 to prohibit recovery of rate case expense for
more than one case at a time because the language of Proposal 2 is ambiguous.

On a 7 to 6 vote, the Committee approved Proposal 2 (amended) to prohibit recovery of
rate case expense for more than one case at a time. (Shown as Proposal 2 (amended) in
Attachment 1V.8-B.)

Proposal 3 Discussion

Mr. Kelly introduced Proposal 3 (shown in Attachment 1V.8-A) and made the point that
rate case expense should not exceed the amount of increase in revenue approved by the
Commission. He noted the Proposal is limited to file and suspend rate cases. He mentioned in a
number of cases the approved amount of rate case expense has exceeded the amount of revenue
increase minus rate case expense.

One member commented that a 50-50 split concept would reduce the likelihood of this
happening in the future.

Another member expressed favor for the intent of Proposal 3 but was concerned it may
provide an incentive to a utility to seek more recovery or inflate its request in order to make sure
the scenario did not occur. Mr. Kelly responded it was the responsibility of PSC staff and OPC
to ensure that the utility’s request was reasonable and therefore the ability of a utility to overstate
investment or expenses was limited. The member noted many maintenance or plant
improvement items could be done at any given time, which were not absolutely necessary or
urgent, and reiterated concern this proposal would provide incentive to the utilities to seek more
recovery than was actually needed, thereby having a detrimental impact on rates.

One member noted he monitors certain parameters for each of the systems for which he is
responsible and he enumerated several categories of expenses and other characteristics of
individual systems he reviews regularly. He suggested the PSC keep a database of such items to
facilitate comparison among utilities. Mr. Willis, PSC staff, indicated that some of this
information was already in the annual reports filed by investor-owned utilities with the
Commission. Another member agreed such a database would assist PSC staff in assessing the
expense levels and reasonableness of those levels. The Committee Chair indicated the
Committee would be taking up the topic at the next meeting.

At the January 25, 2013 meeting, one member asked members associated with municipal

or county systems how they handle rate case expense and whether recovery is removed from
rates. A member representing a county commission responded that municipalities operate from
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an enterprise fund and further indicated customers in the county have not complained about rate
case expense.

No suggested changes or problems with the language as proposed by OPC were raised by
the members.

Proposal 3 Decision

The Committee voted 7 to 6 to approve Proposal 3 (shown in Attachment IV.8-A) to
propose legislation to prohibit the recovery of rate case expense in excess of the approved
increase in revenue minus rate case expense.

Proposals 4.1 and 4.2 Discussion

At several prior Committee meetings, different members and members of the public
raised the concept of splitting rate case expense between customers and the utility and/or its
shareholders. Committee members and members of the public stated the belief that sharing of
rate case expense provides an incentive to the utility to keep rate case expense low and some
suggested sharing may improve the quality of rate case filings in hopes of reducing the frequency
of filings. Fifty-fifty was frequently mentioned as the suggested or appropriate basis for the
split. Proposal 4.1 is shown in Attachment 1V.8-B.

An alternative to a strict 50-50 split of rate case expense appears as Proposal 4.2. The
proposal specifies a range of sharing between 25 and 75 percent that would provide the PSC the
opportunity to recognize the unique circumstances of an individual case and adjust the sharing
factor accordingly. A rulemaking proceeding would be necessary to establish a default sharing
factor and to identify any particular circumstances which might provide a basis for deviation
from the default factor. Proposal 4.2 is shown in Attachment IV.8-B.

At the January 25, 2013 meeting, the Committee considered the proposals. The
Committee was informed Proposals 4.1 and 4.2 would have a cumulative affect on the utility
when combined with Proposals 1.2, Proposal 2 (amended) and Proposal 3, all previously
approved.

One member expressed the opinion that the sharing proposals will encourage utilities to
not make investment that is not worthwhile. The member stated this proposal will result in a
reduction of rate cases being filed.

Proposals 4.1 and 4.2 Decision

The Committee voted 9 to 4 not to approve Proposal 4.1 to share rate case expense
between customers and utility owners/shareholders on a fifty-fifty basis.

The Committee voted 8 to 5 not to approve Proposal 4.2 to share rate case expense

between customers and utility owners/shareholders in a range between 25-75 percent to be
determined by the PSC based on the circumstances of the case.
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Proposal 5 Discussion

At several meetings during the discussion of rate case expense members indicated
customers were not informed, when final rates are implemented, by how much and when rate
reductions to eliminate rate case expense will occur. At the January 25, 2013 meeting, the
Committee considered Proposal 5 to recommend the PSC notice customers of the pending
change when final rates are implemented. The notice should show the amount of the rate case
expense reduction and the timing of the reduction. The current PSC procedure of noticing
customers when the four-year rate reduction takes place would not be affected by the proposal.

Proposal 5 Decision

The Committee unanimously recommends that the PSC revise its rate case noticing
procedures to require utilities to inform customers of the pending four-year rate case expense
reduction. The utility shall include the rate comparison from the Commission’s final order in its
initial notice to customers. Notice shall continue to be provided at the time of the actual
reduction.

Proposal 6 Discussion

In addition to Proposal 5, various Committee members and members of the public raised
concerns that utilities earn a profit on rate case expense through the working capital allowance in
the PSC’s rate setting process. At the January 31, 2013 meeting, several members requested a
proposal be put forward to address the concern. Proposal 6 proposes to prohibit the inclusion of
rate case expense in the utility’s working capital allowance through a statutory amendment.
Proposal 6 statutory language is shown in Attachment IV.8-B.

One member opposing the proposal noted the return on rate case expense is usually a
very small amount and it serves to recognize the utility’s time value of money and provides a
method to recover costs expended well ahead of recovery. The member also advised the
Committee that most utilities achieved rate of return is well below that authorized by the PSC in
a rate case due to unforeseen changes at the time rates are set. Another member, in opposition,
identified working capital as one of the most important components of rate setting for small
utilities because it affects cash flow.

One member suggested that the exclusion of rate case expense from the utility’s working
capital allowance is a way to control rate case costs and properly reimburses a utility for its
expense without the utility making money on that cost.

Another member questioned whether there is a way the utility can recover its rate case
expense considering the time value of money without placing it in the utility’s working capital
allowance. Mr. Willis responded that placing rate case expense in working capital gives the
utility its interest cost coverage. Any other method to reflect the time value of money would
result in the same outcome as having rate case expense recovery in working capital.
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Proposal 6 Decision

The Committee voted 7 to 6 to deny the proposal to prohibit a return on rate case expense
resulting from excluding rate case expense from the utility’s working capital allowance.

Conclusion

The Committee considered six separate rate case expense proposals. The Committee
approved four proposals and voted not to approve two others:

The Committee did not vote on Office of Public Counsel’s Proposal 1 to prohibit
recovery of rate expense for consulting and legal services in SARCs. The Committee approved
Proposal 1.2 to recommend statutory change to prohibit the recovery of rate case expense
occurring in SARCs prior to the issuance of the PSC staff’s preliminary report in the case:

Section 367.0816, F.S., shall be amended to read:

Rate Case Expense — Proposal 1.2

Section 367.0814(3), F.S., is amended to read:

(3) The provisions of s. 367.081(1), (2)(a), ard—(3)_and (7) shall apply in
determining the utility’s rates and charges-, except, the commission shall not
award rate case expense for attorney or other outside consultant fees engaged
for the purpose of preparation or filing the case if a utility receives staff
assistance in changing rates and charges pursuant to this section unless the
Office _of Public Counsel or interested parties have intervened. The
commission may award rate case expense for attorney or other outside
consultant fees, when those fees are incurred for the purpose of providing
consulting or legal services to the utility after the initial staff report is made
available to customers and the utility. In the event of a protest or an appeal by
a party other than the utility, the commission may award rate case expense to
the utility for attorney or other outside consultant fees for costs incurred
subsequent to the protest or appeal. The commission shall adopt rules to
implement this subsection.

Proposal 2: The Committee took no action on Office of Public Counsel’s Proposal 2 to
prohibit recovery of rate case expense for more than one case at a time because the language of
Proposal 2 was ambiguous. The Committee approved amended Proposal 2 to prohibit recovery
of rate case expense for more than one case at a time.
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Section 367.0816, F.S., shall be amended to read:

Recovery of rate case expenses — (1) The amount of rate case expense
determined by the commission to be reasonable pursuant to s. 367.081 the
rovisions-of-this-chapte he-recovered e shall
be apportioned for recovery through the utility’s rates over a period of 4 years.
At the conclusion of the recovery period, the rate of the public utility shall be
reduced immediately by the amount of rate case expense previously included
in rates.

(2) A utility may recover the 4-year amortized rate case expense for only one
rate case at a time. In the event the commission approves and a utility
implements a rate change from a subsequent rate case pursuant to this section,
the utility forfeits any unamortized rate case expense from a prior rate case.
The unamortized portion of rate case expense for a prior case must be
removed from rates before the implementation of any additional amortized
rate case expense for the most recent rate proceeding. This limitation shall not
apply to the recovery of rate case expense for a limited proceeding filed
pursuant to Section 367.0822, F.S.

Proposal 3: The Committee approved Proposal 3 to propose legislation to prohibit the
recovery of rate case expense in excess of the approved increase in revenue minus rate case
expense.

Section 367.081(7), F.S., shall be amended to read:

(7) The commission shall determine the reasonableness of rate case expenses
and shall disallow all rate case expenses determined to be unreasonable. No
rate case expense determined to be unreasonable shall be paid by a consumer.
In determining the reasonable level of rate case expense the commission shall
consider the extent to which a utility has utilized or failed to utilize the
provisions of paragraph (4)(b) and such other criteria as it may establish by
rule. The commission shall not award rate case expense which exceeds the
total rate increase approved by the commission, not including any rate case
expense, in a rate case filed pursuant to this section.

Proposals 4.1 and 4.2: The Committee voted not to approve Proposal 4.1 or Proposal 4.2
to share rate case expense between customers and utility owners/shareholders.

Proposal 5: The Committee recommends that the PSC revise its rate case noticing
procedures to inform customers on its initial notice after the order is issued by the Commission
of the pending four-year rate case expense reduction and provide the rate comparison that
appears in the final rate case order. Notice shall continue to be provided at the time of the actual
reduction.
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Proposal 6: The Committee voted not to approve Proposal 6 to prohibit a return on rate
case expense resulting from excluding rate case expense from the utility’s working capital
allowance.
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ATTACHMENT IV.8-A
Page 1 of 2

UPDATED 01/03/13

Office of Public Counsel
Proposed Lanquage for Statutory Changes

1. Rate Case Expense — Proposal 1
Section 367.0814(3), F.S., is amended to read:
(3) The provisions of s.367.081(1),(2)(a) and (3) shall apply in determining the utility’s

rates and charges, except, the commission shall not award rate case expense for

attorney or other outside consultant fees if a utility receives staff assistance in changing

rates and charges pursuant to this section. However, if in the course of processing a

staff assisted rate case the Commission staff should require assistance of an outside

consultant, the reasonable cost of the consultant’'s service may be recoverable from

ratepayers as rate case expense. In the event of a protest or a appeal by a party other

than the utility, the commission may award rate case expense for attorney or other

outside consultant fees to the utility for costs incurred subsequent to the protest or

appeal. The Commission shall adopt rules to implement this subsection.
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Page 2 of 2

2. Rate Case Expense — Proposal 2

Section 367.0816, F.S., shall be amended to read:
Recovery of rate case expenses — (1) The amount of rate case expense determined
by the commission to _be reasonable pursuant to s. 367.081 theprovisions—of-this
chapter-to-berecovered-through-a—public-utilitiesrate shall be apportioned for recovery

through the utility’s rates over a period of 4 years. At the conclusion of the recovery

period, the rate of the public utility shall be reduced immediately by the amount of case

expense previously included in rates.

(2) A utility may recover the 4-year amortized rate case expense for only one

rate case at a time. Any unamortized rate case expense for a prior rate proceeding

must be removed from rates before the inclusion of any additional amortized rate case

expense for the most recent rate proceeding. This limitation shall not apply to the

recovery of rate case expense for a limited proceeding filed pursuant to Section
367.0822, F.S.

3. Rate Case Expense — Proposal 3
Section 367.081(7), F.S., shall be amended to read:
(7) The commission shall determine the reasonableness of rate case expenses

and shall disallow all rate case expenses determined to be unreasonable. No rate case
expense determined to be unreasonable shall be paid by a consumer. In determining
the reasonable level of rate case expense the commission shall consider the extent to
which a utility has utilized or failed to utilize the provisions of paragraph (4)(b) and such
other criteria as it may establish by rule. The commission shall not award rate case

expense which exceeds the total rate increase approved by the commission, not

including any rate case expense, in a rate case filed pursuant to this section.
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Supplemental Rate Case Expense Proposals

Rate Case Expense — Proposal 1.2

Section 367.0814(3), F.S., is amended to read:

(3) The provisions of s. 367.081(1), (2)(a), ard-(3)_and (7) shall apply in determining the utility’s
rates and charges-, except, the commission shall not award rate case expense for attorney or other
outside consultant fees engaged for the purpose of preparation or filing the case if a utility
receives staff assistance in changing rates and charges pursuant to this section unless the Office
of Public Counsel or interested parties have intervened. The commission may award rate case
expense for attorney or other outside consultant fees, when those fees are incurred for the
purpose of providing consulting or legal services to the utility after the initial staff report is made
available to customers and the utility. In the event of a protest or an appeal by a party other than
the utility, the commission may award rate case expense to the utility for attorney or other
outside consultant fees for costs incurred subsequent to the protest or appeal. The commission
shall adopt rules to implement this subsection.

Rate Case Expense —Proposal 2 (amended)

Section 367.0816, F.S., shall be amended to read:

Recovery of rate case expenses — (1) The amount of rate case expense determined by the

commission to be reasonable pursuant to s. 367.081 the-previsions-of thischapterto-berecovered

through-a-publicutihtiesrate shall be apportioned for recovery through the utility’s rates over a
period of 4 years. At the conclusion of the recovery period, the rate of the public utility shall be

reduced immediately by the amount of case expense previously included in rates.

(2) A utility may recover the 4-year amortized rate case expense for only one rate case at a time.
In the event the commission approves and a utility implements a rate change from a subsequent
rate case pursuant to this section, the utility forfeits any unamortized rate case expense from a
prior rate case. The unamortized portion of rate case expense for a prior case must be removed
from rates before the implementation of any additional amortized rate case expense for the most
recent rate proceeding. This limitation shall not apply to the recovery of rate case expense for a
limited proceeding filed pursuant to Section 367.0822, F.S.

103



ATTACHMEENT IV.8-B
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Rate Case Expense - Proposal 4.1

Section 367.0816, F.S., shall be amended to read:

Recovery of rate case expenses — (1) FheFifty percent of the amount of rate case expense
determined by the commission to be reasonable pursuant to s. 367.081 theprevisions—ef-this
chapter-to-be-recovered-through-apublicutilitiesrate shall be apportioned for recovery over a
period of 4 years. At the conclusion of the recovery period, the rate of the public utility shall be
reduced immediately by the amount of rate case expense previously included in rates. The
commission shall initiate rulemaking to implement this subsection.

Rate Case Expense - Proposal 4.2

Section 367.0816, F.S., shall be amended to read:

Recovery of rate case expenses — (1) FheA percentage not less than twenty-five percent and
not greater than seventy-five percent of the amount of rate case expense determined by the

commission to be reasonable pursuant to s. 367.081 the-previsions-of thischapterto-berecovered

through-a—pubhlicutilitiesrate shall be apportioned for recovery over a period of 4 years. At the
conclusion of the recovery period, the rate of the public utility shall be reduced immediately by

the amount of rate case expense previously included in rates. The commission shall initiate
rulemaking to implement this subsection, including development of a methodology for
determination of the appropriate percentage of rate case expense to be recovered.

Rate Case Expense — Proposal 5

Section 367.0816, F.S., shall be amended to read:

The amount of rate case expense determined by the commission pursuant to the provisions of
this chapter to be recovered through a public utilities rate shall be apportioned for recovery over
a period of 4 years. At the conclusion of the recovery period, the rate of the public utility shall be
reduced immediately by the amount of rate case expense previously included in rates. Rate case
expense shall not be included in a utility’s working capital.
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Issue 9: Quality of Service.

Background

At the November 1, 2012 meeting, the Office of Public Counsel (OPC) suggested three
topics for the Committee’s study, including rate case expense, interim rates, and quality of
service. At the December 5, 2012 meeting in Eustis, Florida, the Committee voted to consider
all three issues suggested by the Public Counsel. The Public Counsel’s proposed with regard to
quality of service would apply to all investor-owned water and wastewater utilities in Florida,
whether regulated by the PSC or a county.

Proposal 1

OPC presented a statutory proposal to establish a mechanism within a rate case
proceeding to consider the extent to which a utility meets the secondary water standards and
wastewater operational requirements as established by the Department of Environmental
Protection (DEP). OPC’s proposal also requires the PSC to conduct rulemaking to prescribe
penalties, including fines and reduction of return on equity, for a utility’s failure to adequately
address the identified water or wastewater quality concerns. The OPC statutory proposal is
appended to this issue as Attachment 1V.9-A.

Proposal 1 Discussion

The DEP is the state agency with primacy authority over the implementation and
enforcement of federal and state drinking water and wastewater standards in Florida.”® The
focus of DEP’s permitting, monitoring and enforcement of water and wastewater systems is to
ensure compliance with the primary drinking water standards and wastewater operational
requirements in order to guarantee the health and safety of the public and protection of the
environment, including the aquifer.

DEP has adopted secondary drinking water standards relating to such things as odor,
color, and corrosion. In addition, DEP had adopted rules regarding wastewater operational
requirements. Most of the public comments before the Committee regarding quality of service
concerned the secondary drinking water standards. Some customers stated that they did not use
the water for drinking, cooking, or washing clothes due to the color, taste or odor of the water.
Testing for these secondary standards is mandated on a regular basis; however, DEP generally
requires corrective action only if system users voice significant complaints, or if a primary
contaminant level has also been exceeded. Attachment IV.9-B contains the DEP internal
recommended enforcement action for secondary water quality standards. Attachment IV.9-C
contains DEP regulations regarding noise and odor emanating from wastewater treatment plants.

The PSC considers the quality of service in rate cases pursuant to Section
367.081(2)(a)l1., F.S., and Rule 25-30.433(1), F.A.C. In doing so, the PSC evaluates the quality

% See Chapter 403, F.S., and Chapters 62-550, 555, 560, 602, and 699, F.A.C., for drinking water regulations, and
Chapters 62-600, 604, 610, 620, 621, and 640, F.A.C., for wastewater regulations.

105



of the product, the operating condition of the utility’s plant and facilities, and the utility’s attempt
to address customer satisfaction. The PSC relies heavily on the DEP and local health
departments, where applicable, to determine whether the quality of the product and operating
condition of the plant and facilities are satisfactory, since these agencies have primacy in these
areas. In most cases, the emphasis of this evaluation is compliance with the standards that are
related to the health and safety of the public and the environment.

At the January 8, 2013 meeting, Mr. Kelly introduced the OPC proposal to develop a
mechanism within a rate case proceeding to consider the extent to which a utility meets the water
and wastewater standards as established by the DEP. In explaining the proposal, Mr. Kelly
stated that his goal is to identify those systems where the customers have suffered with water or
wastewater quality issues for some time without relief and to find solutions. Mr. Kelly
acknowledged that the problem is not widespread, but believes that there needs to be a process
that results in solutions once a problem is recognized by the PSC. He added that the nexus of the
proposal is in Section 367.081(2)(a)7, F.S., which requires a utility to research and offer
solutions to fix the quality problems that the PSC has identified in the rate case proceeding. This
paragraph also specifically requires the utility to meet with its customers to discuss the cost and
benefits of possible solutions and report the conclusions of the meetings to the PSC. Mr. Kelly
emphasized that his office is not looking to impose fines or penalties upon utilities for not
meeting DEP standards. Rather, his intent is to identify the problem areas and facilitate solutions
to the quality of service issues. Mr. Kelly noted that the proposal requires a penalty only if the
utility fails to offer possible solutions to the problem, or if the utility fails to adequately address
the problem based on evidence provided to the PSC.

This issue was discussed at the January 8 and January 25, 2013 meetings. While
members agreed that it is important for utilities to communicate with their customers and address
customer complaints related to quality standards, there were several concerns raised with the
OPC proposed statutory language. Some members noted that the number of complaints often
rise when a rate increase is pending and cautioned against implementing a procedure that would
encourage complaints. One member suggested that consideration be given of the timely
reporting of complaints, not just complaints received during a rate case proceeding. Another
member urged that the message to customers should be to first contact their water provider to
discuss their concerns with the quality of the water and not the PSC or DEP. He suggested that if
the customers do not get adequate resolution to their problem, they could then register
complaints with the appropriate agency.

It was also noted that the OPC proposed language contains some subjective phrasing that
would be difficult to evaluate. For example, the OPC proposal would require the PSC to
consider the extent to which the customers can use the water to drink, cook, bathe, and wash
clothes. (See Section 367.081(2)(a)3, F.S., on Attachment IV.9-A) In most cases, this type of
consideration would be a mainly subjective exercise, going beyond the requirements of DEP’s
secondary standards. Theoretically, the water could meet the DEP standards and yet, some
customers might not want to drink or cook with it, while others might be satisfied with the same
water. Additionally, the proposal contains a provision requiring the PSC to consider the extent
to which the utility provides wastewater service to customers which unreasonably interferes with
their enjoyment of life or property, including outdoor recreation. (See Section 367.081(2)(a)5,
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F.S., on Attachment 1V.9-A) The analysis of this consideration would be highly subjective. One
member noted that with regard to wastewater service, the customer’s proximity to a pump station
or treatment plant should be considered when evaluating the complaint.

There was concern expressed regarding the provision in the OPC proposal that the PSC
should consider whether the water damages the customer’s water lines, plumbing fixtures or
appliances. (See Section 367.081(2)(a)3, F.S., on Attachment IV.9-A) Some members noted
that this determination might require an engineer or licensed plumber, which could increase rate
case expense. One member commented that part of this consideration should include whether
the customer’s facilities were adequate to begin with.

Several members cautioned that the threat of penalties or fines contained in the proposal
might cause a utility to take whatever steps necessary to fix a perceived problem in order to
avoid a penalty. If the action taken was not the most cost-effective method, it could result in
upward pressure on rates. One member responded that at the time the utility sought cost
recovery for the investment to fix the problem, the PSC should look at the prudence and cost-
effectiveness of the solution chosen by the utility. Another comment by some members was that
the threat of penalties for violation of secondary quality standards increases regulatory
uncertainty and sends a signal of added risk to investors, which is not good for the industry.
Some members noted that the current PSC statute regarding quality of service violations gives
the PSC discretion as to whether a penalty is imposed.

Despite the concerns raised during the meetings, several members expressed their support
for the intent of the proposal, which is to identify the problem areas and develop measures to
correct them. One member commented that regardless of how difficult it is to determine the
most appropriate methodology, the quality of service issue is a serious one that needs resolution.
Another commented that a significant penalty for utilities that do not adequately address the
customers’ concerns is critical to resolving the issue. One member suggested adding language in
the proposed statute that would require compliance with standards for secondary contaminants
established by local governments that might be more stringent than those of DEP.

Members also discussed that the testing of secondary water standards is done at the
treatment plant and water is not tested as delivered to customers. There was a suggestion that
testing should also be done in the distribution system. The DEP representative on the Committee
responded that as the treated water ages and travels through the distribution system its properties
can change due to a number of factors, such as sitting in a storage tank, dead end lines, and
infrequent use within the customer’s premises. He noted that often hot water tanks can be a
breeding ground for hydrogen sulfide producing bacteria because it is now recommended that
water heater thermostats be lowered to conserve energy. The member noted that it can be
difficult and costly to identify and correct the cause of the gap between the quality of the water at
the treatment plant and that at the customer’s location. He commented that generally DEP
requires corrective action for violations of secondary standards only if there are significant
complaints. Finally, he noted that DEP requires a test of certain secondary contaminants to
address copper pipe corrosion and potential black water issues, but only for new or altered wells.
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DEP appears to be the appropriate agency to investigate whether and to what extent such
additional testing is warranted and reasonable. Any additional testing found to be warranted
would be the subject of a rulemaking proceeding at DEP in which affected parties would be able
to present information on such things as which secondary contaminants should be included in the
additional testing requirements, where within the distribution system the testing should take
place, and whether the additional testing should apply to all water and wastewater utilities, not
just the investor-owned utilities. In a rulemaking proceeding, parties would also explore the cost
and effectiveness of this additional testing and the potential impact on the overall quality of
service.

One member commented that the OPC proposal addresses the quality of the product but
not the utility’s quality of service with regard to handling complaints, courtesy of utility
personnel, response times to customers’ requests and inquiries, and notifications to customers of
relevant events, such as planned outages and boil water notices. Currently, the PSC looks at
these aspects of quality of service in a rate case proceeding. Rule 25-30.433(1), F.A.C., provides
that in every rate case the PSC will evaluate three separate components of quality of service,
including the quality of the product, operational conditions of the utility’s plants and facilities,
and the utility’s attempt to address customer satisfaction. Pursuant to this rule, in making its
determination with regard to quality of service, the PSC considers the utility’s record of
compliance with DEP requirements, DEP testimony regarding any outstanding notices of
violations or consent orders, and the testimony of utility customers. Further, utilities are required
by PSC rule to notify customers prior to scheduled interruptions (See Rule 25-30.250(2),
F.A.C.), and must maintain a record of and notify the PSC of all interruptions in service which
affect 10 percent or more of its customers (See Rule 25-30.251, F.A.C.). Failure to comply with
these PSC rules or any rules of the DEP or local health department regarding boil water notices
can result in a show cause proceeding and possible fine or other penalty.

Modified Proposal 1 Discussion

A modified proposal was considered at the January 25, 2013 meeting which was designed
to address some of the concerns expressed by members as described above. The modified
proposal is appended to this issue as Attachment 1V.9-D. The modified proposal eliminates
some of the subjectivity of the OPC proposal yet maintains the requirement that the PSC conduct
a more thorough analysis of the utility’s compliance with quality of service standards in a rate
case proceeding. The details of how the PSC conducts the analysis of compliance with DEP
standards and the weight that each of the various factors should be given is more conducive to a
rulemaking proceeding in which a thorough discussion of how to address subjective measures
can take place and all affected parties can participate. Section 367.081(2)(a)7, F.S., contained in
the OPC proposal already requires rulemaking by the PSC to enforce this statutory section.

The modified proposal also requires the PSC to consider the standards established by a
local government when evaluating compliance with secondary standards, as suggested by a
member. In addition, as suggested by Mr. Kelly, the modified proposal adds customer
complaints to the list of items the PSC must consider in determining whether a utility has met the
secondary water quality standards. Further, the modified proposal clarifies that the PSC must
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consider evidence from both customers and the utility in determining whether the utility meets
quality of service standards.

Modified Proposal 1 Decision

The Committee voted 7 to 6 at the January 25, 2013 meeting to recommend the
legislative language contained in modified Proposal 1 with one change, which was to modify
Section 367.081(2)(a)4.c., F.S., so that it is clear that the PSC must consider complaints filed by
customers with local governments and not just those filed at the PSC or DEP in its determination
of whether a utility has met secondary water quality standards. The modified Proposal 1, which
is appended to this issue as Attachment 1V.9-D, was approved by the Committee as amended.

Proposal 2 Discussion

During the course of the discussion of this issue, it was mentioned that DEP’s policy with
regard to enforcement of secondary standards is to require corrective action if there are
significant customer complaints. Several members questioned whether customers knew they
could contact DEP with quality of service complaints. It was also discussed that the PSC
receives customer complaints on a myriad of subjects, including quality of service. Further,
members commented that the statutory proposal offered by OPC only addresses compliance with
secondary quality standards in the context of a rate case proceeding.

It appears that the existing Memorandum of Understanding (MOU) between the DEP and
PSC could be updated to include a mechanism to ensure that both agencies are aware of the
customer complaints that each receives relating to possible violations of quality of service
standards. If this information is shared on an ongoing basis and not just in the context of a rate
case proceeding, the DEP would be better informed on the number and nature of complaints
regarding quality of service standards in order to effectively evaluate whether enforcement action
is warranted. Likewise, the PSC would have a broader base of knowledge regarding quality of
service standard complaints and possible solutions, and would be able to work with DEP to take
the appropriate corrective action, if necessary.

Proposal 2 Decision

At the January 25, 2013 meeting, the Committee voted 9 to 4 to encourage the DEP and
PSC to update the MOU between the agencies to define a mechanism for each agency to share
with the other, any customer complaints it receives on secondary quality standards.

Conclusion

The Committee considered two proposals for Issue 9 related to water and wastewater
quality of service. As modified by the Committee, the first proposal is applicable to both the
PSC and counties which elect to regulate water and wastewater utilities.

The Committee adopts the proposal to amend Section 367.081, F.S., to establish a
mechanism within a rate case proceeding to require the PSC to consider the extent to which a
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utility meets the secondary water quality standards and wastewater operational requirements as
established by DEP. The proposal also requires the PSC to conduct rulemaking to prescribe
penalties, including fines and reductions of return on equity, for a utility’s failure to adequately
address the identified water or wastewater quality concerns. The proposal adopted by the
Committee differs from the original proposal offered by OPC in four ways: (1) eliminates some
subjective language from the original legislation; (2) requires the PSC to consider the quality
standards established by a local government; (3) requires the PSC to consider customer
complaints in determining whether a utility has met the secondary water quality standards; and
(4) clarifies that the PSC must consider complaints filed by customers with local governments in
addition to those filed at the PSC and DEP. The statutory language recommended by the
Committee is contained in Attachment IV.9-D.

The Committee adopts the proposal to encourage the DEP and PSC to update the existing
Memorandum of Understanding between the agencies to define a mechanism for each agency to
share with the other, any customer complaints received on water or wastewater secondary quality
standards.
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ATTACHMENT IV.9-A
Page 1 of 2

Office of Public Counsel
Proposed Language for Statutory Changes

Quality of Service — Proposal 1

Section 367.081(2)(a) 3., 4., 5., 6., and 7., F.S. is added as follows:

3. In determining the value and quality of water service provided by a utility the
commission shall consider the extent to which the utility meets secondary water
guality standards established by the Florida Department of Environmental
Protection regarding those that contribute to the taste, odor, color or corrosiveness
of the water. In making this determination the commission shall consider the
extent to which the customers can use the water to drink, cook, bathe, and wash
clothes and whether the water damages the customer’s water lines, plumbing
fixtures or appliances.

4. In determining whether a utility has satisfied its obligation to provide water
service to its customers which meets secondary water quality standards, the
commission shall consider:

a. testimony provided by customers; and

b. the results of past tests required by the Florida Department of Environmental
Protection or County Health Departments which measure the utility’s compliance
with the applicable secondary water quality standards which relate to the issues of
taste, odor, color or corrosiveness; and

c. if the commission deems it necessary, any updated tests.

5. In determining the value and quality of wastewater service provided by a utility
the commission shall consider the extent to which the utility provides wastewater
service to its customers which does not cause odor, noise, aerosol drift, or
lighting, which adversely affects customers by unreasonably interfering with their
enjoyment of life or property, including outdoor recreation.

6. In determining whether a utility is providing wastewater service which does not
unreasonably interfere with the customer’s enjoyment of life or property, the
commission shall consider:

a. testimony provided by customers; and

b. all of the complaints filed with the Florida Department of Environmental
Protection or County Health Departments for the past 5 years regarding the
alleged odor, noise, aerosol drift or lighting problem; and

c. all of the complaints filed with the commission for the past 5 years regarding
the alleged odor, noise, aerosol drift or lighting problem.
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Page 2 of 2

6. If the commission determines that a utility has failed to provide water service
which meets the Florida Department of Environmental Protection’s secondary
water quality standards regarding taste, odor, color or corrosiveness, or a utility
provides wastewater service which unreasonably interferes with customer’s
enjoyment of life or property regarding odor, noise, aerosol drift or lighting, the
utility shall be required to provide estimates of the costs and benefits of various
solutions to the problems. The utility shall be required to meet with its customers
to discuss the costs and benefits of the various solutions and report the
conclusions of these meetings to the commission. The commission shall adopt
rules to assess and enforce as necessary the utility’s compliance with this section.
The rules shall prescribe penalties, including fines and reduction of return on
equity of up to 100 basis points, for a utility’s failure to offer possible solutions to
the problem(s) or if the utility fails to adequately address the water or wastewater

problems.
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ATTACHMENT IV.9-B
Page 1 of 1

DEP Enforcement of Secondary Water Standards

Table 1: Enforcement Priorities for Secondary Contaminant Violations In
Small Community Public Water Systems Serving Fewer Than 3,300 Persons
Chapter 62-550.310, 320, & Table 6

E:Scl)\:tglr_n- 'r?]g?t) En;c:iré:?irgfnt Recommended Enforcement Action
High levels are usually due to corrosion problems when aluminum components are used or
when Alum is used as a coagulant during filtration.

1. Aluminum (0.2) 3 For all CPWS, require a component materials survey and the replacement of Al components
as necessary. If problem is due to Alum use, encourage CPWS to modify coagulant use or
request an exemption.

2. Chloride (250) 2 Causes a salty taste. Require corrective action if system users voice significant complaint.
Enforce if system users voice significant complaint.

3. Color (15 units) 2 Also enforce when PWS provides treatment that should control color such as RO and
conventional filtration.

4. Copper (1) 1 No expeptions to enforcement. Monitoring and treatment required under the Lead & Copper
Rule, in Part 8 of Chapter 62-550.

No exceptions to compliance with federal public notice as required under Rule 62-560.430,

5. Fluoride (2.0) 1 FAC o . o .

Require additional corrective action only if system users voice significant complaint or
primary MCL is exceeded.

6.Foaming Agents (0.5) 2 Causes soapy appearance. Enforce if system users voice significant complaint
Discolors piping fixtures, appliances, clothes. Require corrective action if system users

7. Iron (0.3) 2 S .

\voice significant complaint.

8. Manganese (0.05) 2 Di_scolqrs _pi_ping fixtures_, appliances, and clothes. Require corrective action if system users
\voice significant complaints.

9. Odor (3 Units) 2 Require corrective action if users voice significant complaints.

10. pH (6.5 - 8.5) 1 Require corrective action when pH is below 6.5 and above 10

2 Enforce pH below 7 as a part of the L&C Rule. Allow pH above 8.5 based on an affirmative
written showing by PWS that a higher pH is necessary to reduce lead and copper problems.

11. Silver (0.1) 3 No known _problems in Florida srr_lall systems. S_ilver was removed from the primary
standards since no cases of Argyria were found in the US.

3 Less than 400 mg/L — No action
12. Sulfates (250) 2 Over 400mg/L - require public notice using EPA health effects language from draft Phase V
Rule. Health effects — causes loose stools, may cause diarrhea
1 Over 1000 mg/L, require corrective action
13. TDS (500) 2 Above 500 mg/L, require_ correctin_a actiorl based on customer complaints.
1 Above 1000 mg/L. Require corrective action.
3 Few sy:stems_exceed. 'Require a recheck and a zinc materials and additives survey to

14. Zinc (5) determine if inexpensive changes can be made.

1 Require_ corrective action above 40 mg/L, since health effects may be present. Health
effects include muscle weakness and nausea.

15. Total sulfides (0.3 - 0.6) 3 Found in Rule 62-555.315

Total Sulfides (0.6 — 3.0) 2 Corrective action based on user complaints.
Total Sulfides > 3.0 1 Require corrective action per 62-555.315(5)(a)

Enforcement Priority Key - SHADED CONTAMINANTS ARE RELATED TO COLOR, CORROSION, AND ODOR ISSUES.

HIGHEST

1 - Full corrective action needs to be undertaken or formal enforcement should be considered.

2 - System users or consumer complaints dictate resolution is needed. Enforcement may be necessary if system does not initiate corrective
action. Contaminant is largely an aesthetic problem only.

3 - Only excursions well in excess of SMCL should precipitate enforcement action. Often a materials survey of component materials may expose

source of problem.
LOWEST

113




ATTACHMENT IV.9-C
Page 1 of 1

DEP Regulation Regarding Noise and Odor from Wastewater Plants

62-600.400 Design Requirements.

(2) Plant Sites.

(a) New treatment plants and modifications to existing plants shall be designed and located on
the site so as to minimize adverse effects resulting from odors, noise, aerosol drift and lighting.
The permittee shall give reasonable assurance that the treatment plant or modifications to an
existing plant shall not cause odor, noise, aerosol drift or lighting in such amounts or at such
levels that they adversely affect neighboring residents, in commercial or residential areas, so as
to be potentially harmful or injurious to human health or welfare or unreasonably interfere with
the enjoyment of life or property, including outdoor recreation. Reasonable assurance may be
based on such means as aeration, landscaping, treatment of vented gases, setback distances,
chemical additions, prechlorination, ozonation, innovative structural design or other similar
techniques and methods. All such design measures shall be included in the preliminary design
report.

62-600.410 Operation and Maintenance Requirements.

(8) In the event that the treatment facilities or equipment no longer function as intended, are no
longer safe in terms of public health and safety, or odor, noise, aerosol drift, or lighting adversely
affect neighboring developed areas at the levels prohibited by paragraph 62-600.400(2)(a),
F.A.C., corrective action (which may include additional maintenance or modifications of the
treatment plant) shall be taken by the permittee. Other corrective action may be required to
ensure compliance with rules of the Department.
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ATTACHMENT IV.9-D
Page 1 of 2

Committee Staff Modified Proposed Language for Statutory Changes
Add new subsections 3.-7. to Section 367.081(2)(a), F.S.
Section 367.081(2)(a) 3., 4., 5., 6., and 7., F.S. is added as follows:

3. In determining the value and quality of water service provided by a utility the
commission shall consider the extent to which the utility meets secondary water
guality standards established by the Florida Department of Environmental
Protection and local government regarding those that contribute to the taste, odor,
color or corrosiveness of the water.

4. In determining whether a utility has satisfied its obligation to provide water
service to its customers which meets secondary water quality standards, the
commission shall consider:

a. testimony and evidence provided by customers and the utility;

b. the results of past tests required by the Florida Department of Environmental
Protection or County Health Departments which measure the utility’s compliance
with the applicable secondary water quality standards which relate to the issues of
taste, odor, color or corrosiveness;

c. complaints filed by the customers with the commission, the Florida Department
of Environmental Protection, and local government for the past five years
regarding the taste, odor, color or corrosiveness of the water; and

d. if the commission deems it necessary, the results of any updated tests.

5. In determining the value and quality of wastewater service provided by a utility
the commission shall consider the extent to which the utility provides wastewater
service to its customers which does not cause odor, noise, aerosol drift, or
lighting, which adversely affects customers.

6. In determining whether a utility is providing wastewater service which does not
cause odor, noise, aerosol drift, or lighting, which adversely affects customers, the
commission shall consider:

a. testimony and evidence provided by customers and the utility; and

b. all of the complaints filed with the Florida Department of Environmental
Protection, County Health Departments, and local government for the past 5 years
regarding the alleged odor, noise, aerosol drift or lighting problem; and

c. all of the complaints filed with the commission for the past 5 years regarding
the alleged odor, noise, aerosol drift or lighting problem.

7. If the commission determines that a utility has failed to provide water service
which meets the Florida Department of Environmental Protection’s and local
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government’s secondary water quality standards regarding taste, odor, color or
corrosiveness, or a utility provides wastewater service which does not cause odor,
noise, aerosol drift or lighting which adversely affects customers, the utility shall
be required to provide estimates of the costs and benefits of various solutions to
the problems. The utility shall be required to meet with its customers to discuss
the costs and benefits of the various solutions and report the conclusions of these
meetings to the commission. The commission shall adopt rules to assess and
enforce as necessary the utility’s compliance with this section. The rules shall
prescribe penalties, including fines and reduction of return on equity of up to 100
basis points, for a utility’s failure to offer possible solutions to the problem(s) or if
the utility fails to adequately address the water or wastewater problems.
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Issue 10: Consideration of the Public Service Commission’s Used and Useful Rules.

Background

An inherent tension exists in every utility plant construction situation. As a general rule,
it is more cost-effective to build one larger plant which can meet all current and anticipated
future customer demand, rather than building a smaller plant and expanding it as customer
demand increases. However, a dilemma arises over how much, if any, existing customers should
pay for the potential to add future customers without additional utility investment, or, in other
words, how much of the cost of infrastructure above and beyond that necessary to serve existing
customers should the utility be permitted recover from existing customers. Used & Useful
(U&U) calculations are an attempt to balance these two competing interests. The PSC’s rules
prescribe how the U&U percentage shall be calculated, and once calculated, the U&U percentage
is then applied to the utility’s investment in the plant and depreciation to determine how much of
the investment should be recovered in current rates. Because this proposal only addresses the
rules of the PSC it is inapplicable to county regulation of investor-owned utilities.

During its deliberations, this Committee has on many occasions discussed the challenges
facing the water and wastewater industry today, including the need to repair and replace aging
infrastructure; the need to comply with ever more stringent environmental and regulatory
requirements; the increasing costs of these requirements; and the need to attract capital at
reasonable rates to fund continued investment. Given the issues facing the industry, the
Committee decided to consider whether to recommend the PSC revisit its rules regarding U&U,
in order to ensure the PSC’s U&U rules are not inadvertently affecting utilities’ investment
decisions in unanticipated ways.

Section 367.081(1)(a)2., F.S., requires the PSC to consider “utility property used and
useful in the public service.”?* U&U is that portion of a utility’s plant in service deemed
necessary and prudent to serve existing customers, including a statutory growth allowance.
“Used” refers to that portion of a utility’s plant that is in service (not under construction or
standing idle) and “useful” refers to that portion of a utility’s plant that is actively helping the
utility provide efficient service to current customers.

The PSC currently has three rules which address U&U for water and wastewater plant:
Rule 25-30.431, F.A.C., Used and Useful Consideration; Rule 25-30.432, F.A.C., Wastewater
Treatment Plant Used and Useful Calculations; and Rule 25-30.4325, F.A.C., Water Treatment
and Storage Used and Useful Calculations. The first two rules, regarding U&U consideration
and U&U for wastewater plant, have been in place without amendments since 1999 and 2002,
respectively. The third rule, regarding U&U for water treatment and storage plant, was adopted
in 2008. None of the PSC rules address U&U for water distribution or wastewater collection
plant.

2! This subsection specifically provides that “notwithstanding the provisions of this paragraph, the commission shall
approve rates for service which allow a utility to recover from customers the full amount of environmental
compliance costs.”
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Prior to 2008, there was no PSC rule which specified how water treatment and storage
plant U&U would be calculated. In 2007, the PSC determined that its policy for the calculation
of water U&U had sufficiently coalesced such that a rulemaking proceeding could take place.
After conducting workshops and receiving comments from multiple entities, including the OPC,
DEP, and Utilities, Inc., the PSC proposed to issue a rule for adoption. The OPC, however,
requested a formal hearing on the rule, and accordingly, an administrative hearing was held. At
that hearing, the PSC considered sworn testimony from Aqua Utilities Florida and Utilities, Inc.,
OPC, and staff from the PSC, DEP, and St. John’s River Water Management District. Much of
the testimony discussed the varying policy considerations necessary to balance the current vs.
future tension identified above. At the conclusion of the full evidentiary hearing, a modified rule
was adopted by the PSC.

As developed in the rulemaking record, the PSC took evidence on and considered over 20
factors that went into the rule, including the following:

e Special considerations for utilities with high-service pumping.

e Appropriate treatment of fire flow requirements and capability.

e Appropriate treatment of unaccounted-for water.

e Calculation of the appropriate peak demand, and how peak demand should be
expressed in the rule.

e The appropriate definition of water treatment and water storage facilities.

e Methodology for consideration of economies of scale and a determination of the
prudence of the investment.

e Allowance of and types of alternative calculations that may be submitted.

e Special circumstances resulting in an automatic 100 percent U&U determination.

e The appropriate definition and treatment of firm reliable capacity.

The Committee considered one proposal at the January 25, 2013 meeting, as follows:

Proposal 1: Consider whether to recommend that the PSC investigate and, if a need is
identified, revise or amend its existing U&U rules. The investigation process should include
input from industry stakeholders and members of the public, and should specifically consider the
issues with which this Committee has expressed concern. Depending on the results of its
investigation, the PSC may need to initiate rulemaking to amend its existing rules to more fully
reflect changes in its treatment of water and wastewater U&U, if necessary, or to promulgate
additional rules, such as for water distribution and wastewater collection plant.
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Proposal 1 Discussion

During the Committee’s discussion of this issue on January 25, 2013, one member
expressed concern that the PSC’s current rules have the potential for conflict with DEP
requirements. Specifically, utilities can only receive State Revolving Loan funding for plant
construction determined to be the most cost-effective solution (known as a “present worth
solution) over a 25-year period. It was suggested that the PSC’s current rules may directly
conflict with this DEP requirement, given that the present U&U rules may encourage staging
construction to meet demand over time. Another member suggested that a 20-year planning
horizon for plant capacity is a more efficient time frame, and would increase economies of scale
and other efficiencies available to utilities, especially compared to the current 5-year planning
increment in the PSC U&U rules.

A second concern expressed by the Committee involved the lack of information on
whether the PSC’s current U&U rules are working or not. No evidence was presented to the
Committee that the PSC’s current U&U rules are causing utilities to construct undersized
facilities, or are limiting or otherwise impacting investment in utility infrastructure. Further, Mr.
Willis of the PSC staff stated he was not aware of any issues with the PSC’s U&U rules, was not
receiving complaints about them, and believed the rules to be working well. Several members
expressed concern that the scope of and issues to be considered by the PSC, in either
investigatory public workshops or a rulemaking proceeding, would need to be specified in
advance. Given the lack of specific concerns or issues with the PSC’s current U&U rules, the
Committee believes it needs more information before deciding whether to recommend the PSC
conduct an investigation, including public workshops, or initiate additional rulemaking.

Proposal 1 Decision

Given that modifications to the U&U rules could affect utilities’ investment decisions,
the Committee believes it would be important to specifically identify what issues exist and the
appropriate means of addressing them. Based on the lack of information presented to the
Committee, it is premature to recommend the PSC formally investigate or initiate proceedings to
revise or amend its U&U Rules. Therefore, the Committee voted by consensus to make no
recommendation regarding the PSC’s U&U rules. The Committee notes that it will be providing
a copy of this Report to the PSC, and is confident that the PSC will consider the concerns raised
and take any action that it deems appropriate.

Conclusion
The Committee considered one proposal regarding Issue 10, whether to recommend the

PSC investigate, and if necessary, amend its current Used and Useful Rules. By consensus, the
Committee chose to take no action on Proposal 1, and makes no recommendation.
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Issue 11: Using technology to improve the efficiency of services provided by the Public
Service Commission.

Background

Several members of the Committee mentioned improving regulatory efficiency in one
form or another at various points in the process. This issue was specifically directed at the PSC,
and would therefore be inapplicable to counties regulating investor-owned water and wastewater
utilities. The member representing the Southwest Florida Water Management District (District)
informed the Committee that the District had embarked on a plan to automate its processing of
various permitting procedures. The District established a system on its website allowing each
permit applicant to set up their own password protected account. The account permits the
applicant to fill out permit applications online and save incomplete applications to be completed
at a later date if necessary. Once an application is complete and accepted, the application review
process is also conducted electronically. All updates and corrections are made electronically
online.

The District representative stated that the process development and implementation was
begun on the simplest permits and also the ones involving the least technology-savvy clientele.
The member explained that when the District’s clients realized processing time was greatly
reduced, it provided the needed incentives for clients to invest in the necessary technology to
participate. Significant savings were realized by the District and by the clients they serve due to
the electronic versus standard mail and paper processing.

Many of the services the PSC provides are likely very adaptable to an online application
and processing approach if sufficient time and resources are allocated for that purpose. Water
and wastewater regulation encompasses certification matters (new certificates, transfers,
grandfathers, etc.), annual report submission and review, miscellaneous tariff related matters, and
rate matters, including index and pass-through increases, rate cases, and limited scope rate
proceedings. Many of these processes can likely be handled through an interactive online
system.

Proposal 1 would recommend the PSC initiate an investigation of the feasibility of
designing and implementing an online application process for the services it provides to the
water and wastewater industry.

Proposal 1: The Committee recommends the PSC investigate the implementation of a fully
electronic, interactive online filing and review process for water and wastewater regulatory
activities. The investigation shall address PSC functions that would be suitable for electronic
processing, the technical feasibility of implementation, and the costs and resources necessary to
implement such a process.
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Proposal 1 Discussion

At the January 25, 2013 meeting, members discussed the implementation of the District’s
electronic filing and processing system.

The Committee inquired about the treatment of confidential documents sometimes
required and submitted to the PSC and whether the District system accommodated
confidentiality. The District representative on the Committee stated most businesses and
agencies have to deal with confidential documents and are trending toward electronic treatment
for that purpose. He also mentioned electronic signatures as an issue widely dealt with
electronically today.

The Committee also inquired whether any information had been provided regarding
potential cost to the PSC, in light of the fact the cost to the District has exceeded $1 million.

The DEP representative recalled DEP’s experience with electronic applications and
payments as having mixed results. The DEP has implemented online payment of certain
permitting and licensing fees with some success. The implementation of permit applications has
been less successful with use of online applications peaking rather quickly and dropping off after
some period of time. The member cautioned the Committee about proceeding too quickly. The
District member stated the District had a 97 percent participation rate for its well construction
permitting system.

Promotion of an electronic system and training were key elements of increasing and
sustaining participation by District clients. One member expressed the need to promote the
monetary benefits of participation, such as the time saved because change happens slowly in the
water and wastewater industry. The District representative agreed with the concerns expressed
but also emphasized the importance of outreach and training to ensure participation.

Proposal 1 Decision

The Committee unanimously approved Proposal 1 to recommend the PSC investigate the
implementation of a fully electronic, interactive online filing and review process for water and
wastewater regulatory activities. The investigation shall address PSC functions that would be
suitable for electronic processing, the technical feasibility of implementation, and the costs and
resources necessary to implement such a process.

Conclusion

The Committee recommends the PSC investigate the implementation of a fully
electronic, interactive online filing and review process for water and wastewater regulatory
activities. The investigation shall address PSC functions that would be suitable for electronic
processing, the technical feasibility of implementation, and the costs and resources necessary to
implement such a process. Because this proposal only relates to the PSC, it does not apply to
counties electing to regulate water and wastewater utilities.
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Issue 12: Review of Public Service Commission Policies and Procedures.

Background

At the December 5, 2012 meeting (Eustis), the Committee voted to consider changes to
the PSC’s policies and procedures with regard to its regulation of investor-owned water and
wastewater utilities. Because these are the policies and procedures of the PSC, this topic would
not apply to any county regulating water and wastewater utilities. This broad topic has surfaced
in several of the Committee meetings during discussion of other issues developed in this report.
Discussions regarding changes to the PSC’s policies and procedures have focused on the
following topics:

e Increasing communication between the PSC and the utilities.
e Increasing communication between the utilities and their customers.

e Developing metrics for the evaluation of utility operations and to streamline the rate
case process.

e Requiring utilities to file planning documents.

e Developing ways to increase the usefulness of data and information contained in the
utilities” annual reports.

e Increasing the eligible items contained in the current statute which allows pass-
through rate increases for specified expenses.

Section 1 - PSC Communication with Utilities

For the most part, the PSC communicates with a water and wastewater utility when the
utility files some sort of application or document with the agency, such as a rate case, index or
pass-through, tariff filing, certification matter, or annual report. There is little communication
with utilities that is not initiated by the utility. Exceptions to this are formal documents, such as
notices and orders of PSC-proposed rulemaking and the ultimate adoption or amendment of
rules. For most of the Class A and B utilities, the current situation may be adequate since they
generally have the sophistication and staffing to monitor PSC proceedings in order to stay
abreast of changes. However, many of the smaller Class C utilities lack the ability to adequately
keep up with changes in statutes, rules or internal procedures that could affect their operation.
Therefore, while increased communication with all regulated water and wastewater utilities is
important, effective communication with the Class C utilities is more critical.

Proposal 1: Recommend the PSC investigate and consider the implementation of measures to
increase communication and education with Class C utilities, including more use of e-mail and
social media communication, video training, use of the Internet teleconference technology, more
utilization of the PSC website, and regional help sessions for small utilities.
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Proposal 1 Discussion

During the course of the meetings, several members have suggested the PSC should make
better use of technology to communicate with the regulated utilities in an effort to increase their
efficiency and effectiveness as a utility. A major example of how technology could be used to
enhance effective regulation of these systems is discussed in Issue 11. In addition, there are
other ways to use technology in regulation that perhaps could be implemented more readily. One
method to easily increase communication is to make more use of e-mail to communicate with the
Class C utilities. Today most businesses, regardless of size, are readily using e-mail for
communication. The PSC staff could use e-mail to advise small utilities of pending workshops
or hearings on rulemaking or other proceedings that will affect their business and encourage their
participation. The staff could use e-mail to advise small utilities of filing deficiencies and other
requests for information that are usually mailed using the US postal service.

The PSC website currently has a great deal of useful information for regulated utilities;
however, it could be more effectively used to inform and teach small utilities about a myriad of
regulatory issues. An example is the completion of the Class C annual report. Mr. Willis,
representing the PSC staff, advised the Committee in an early meeting that often the small Class
C utilities do not complete the annual report accurately or completely. Thus, the information in
Class C annual reports is often suspect and not as useful to PSC staff as it should or could be. In
an effort to gain better reporting by the small utilities, the PSC staff could identify the common
mistakes made by Class C utilities in completing the annual report. Once these are identified, a
video could be prepared and posted on the PSC website, describing the common errors and
instructs how to correctly provide the information. Class C utilities could be advised via e-mail
of the video access and encouraged to visit the website for this and other information as it is
posted on the PSC website.

Another relevant topic for the Class C utilities is the staff-assisted rate case process and
the alternatives to a staff-assisted rate case proceeding that are available to Class C utilities.
Currently, there are two PSC rules which provide alternatives to a SARC. These alternative
ratemaking rules are designed to streamline the rate increase process for qualifying systems.?
This streamlined process is more efficient and less time consuming than a SARC and thus less
costly for small utilities and their customers. One of the rules has been in place since 2005 and
has been utilized in only two cases. An educational video on the purpose of these alternative
ratesetting rules and the conditions under which they apply would be informative and useful to
Class C utilities.

Videos posted on the PSC website could also be used by PSC staff to educate small
utilities on other topics of interest, such as how to complete an index or pass-through application,
the needs and expectations from a utility when it files an application for a SARC, under what
conditions a limited scope rate proceeding (LIMP) is a viable alternative to a SARC, and rule
changes affecting charges, billing, meter reading or other areas of utility operation. The PSC

22 One rule provides a means of determining the rate increase based on a comparison of operation and maintenance
costs to revenues. The other rule allows a rate increase of up to 20 percent of service revenues for small utilities
under certain circumstances.
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also has the technological capability to use Internet conferencing for such educational
opportunities.

More use of e-mail and social media communication and video training to educate small
utilities would serve to increase the utilities regulatory effectiveness and efficiency. The PSC
staff would benefit because it should result in more accurate and useful data used regularly by
staff to conduct it analyses of annual reports and other filings. Additionally, the exercise of
educating its utilities should provide feedback to PSC staff on how the forms used by utilities can
be improved. For instance, an analysis of the common mistakes made in completing the Class C
annual report could lead to changes to the schedules contained in the annual report form.
Further, the videos prepared by PSC staff could be used as training tools for new or reassigned
PSC employees and to increase consistency and efficiency in PSC staff’s review process. This
increased communication should also benefit customers of small utilities in that it could serve to
increase utility management’s awareness of regulatory options and procedures, and thus increase
the utility’s effectiveness.

At the January 25, 2013 meeting, one member suggested that in addition to e-mail
communication, the PSC should explore the use of social media to increase communication.
Another member noted that there will be some small utilities that do not use electronic means for
communication, and he suggested that the PSC consider offering regional help sessions for Class
C utilities held throughout the state for training purposes. A member also suggested that the
regional help sessions could be tied into other conferences and meetings that utilities might be
attending.

Proposal 1 Decision

At the January 25, 2013 meeting, the Committee voted unanimously to approve the
following proposal: the Committee recommends that the PSC investigate and consider the
implementation of measures to increase communication with and education of Class C utilities,
including more use of e-mail and social media communication, video training, use of the WebEx
technology, more utilization of the PSC website, and regional help sessions for small utilities.

Section 2 — Communication between Utilities and Customers

During several meetings, a number of members identified the need for the investor-
owned water and wastewater utilities to communicate more effectively with their customers. As
noted by some members, governmentally owned or controlled utilities routinely conduct
meetings with customers prior to a rate increase in order to educate the customers of the factors
that are driving the need for the potential increase and to get feedback. In the case of investor-
owned utilities, such meetings with customers generally take place only after the rate request has
been filed with the PSC and the meeting is conducted by the PSC.

Proposal 2.1: Recommend that the PSC investigate measures to encourage or require
communication between utilities and customers outside of PSC proceedings.
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Proposal 2.1 Discussion

During the discussion of the quality of service issue, several members suggested that
when significant service concerns are identified by the utility it should endeavor to meet with the
customers to convey the research it has conducted to identify the cause of the problem and the
possible solutions, including the estimated cost. As members noted, such meetings with
customers should result in a better understanding by the customers and could serve to gain their
support for any cost recovery that may be needed to implement the solution.

Proposal 2.1 Decision

At the January 25, 2013 meeting, the Committee unanimously voted to approve Proposal
2.1 as follows: the Committee recommends that the PSC investigate measures to encourage or
require communication between utilities and customers outside of PSC proceedings.

Proposal 2.2: Recommend that the PSC initiate rulemaking to require investor-owned water and
wastewater utilities to conduct meetings with their customers at least annually. During this
annual meeting the utility should, at a minimum, provide the status of the utility’s operations,
present the results of the Consumer Confidence Report (CCR), explain the need for projected
improvements, and allow customer the opportunity to comment.

Proposal 2.2 Discussion

At the January 25, 2013 meeting, a member suggested that the Commission should
initiate rulemaking to require investor-owned water and wastewater utilities to conduct meetings
with their customers on a regular basis. Other members suggested that these meetings should be
conducted at least annually. Members noted that the meetings should be for the purpose of
providing a status of the utility’s operations, informing the customers of the findings and results
of the CCR, explaining the need for upcoming improvements, and to consider any customer
comments. Based on this discussion, a proposal was suggested at the January 25, 2013 meeting
to require investor-owned water and wastewater utilities to conduct meetings with customers at
least annually.

Proposal 2.2 Decision

At the January 25, 2013 meeting, the Committee unanimously voted to approve Proposal
2.2 as follows: the Committee recommends that the PSC initiate rulemaking to require investor-
owned water and wastewater utilities to conduct meetings with their customers at least annually.
During this annual meeting the utility should, at a minimum, provide the status of the utility’s
operations, present the results of the CCR, explain the need for projected improvements, and
consider any customer comments.
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Section 3 — Development of Metrics and Streamlining Rate Case Review

Several members have suggested that the PSC should develop a database with a set of
metrics that PSC staff can use in its evaluation of utility operations, and possibly for the purpose
of streamlining rate case review. At the January 25, 2013 meeting, one member suggested that
the PSC should develop standards and metrics that can be used to evaluate the utilities’
performance in the area of customer service.

Proposal 3.1: Recommend that the PSC investigate the feasibility and usefulness of developing
a database of metrics for use by its staff in evaluating utility operations and in streamlining rate
case review. In addition, the PSC should investigate whether a change in the content or filing
procedure of the Minimum Filing Requirements (MRFS) in a rate case proceeding is warranted.

Proposal 3.1 Discussion

Some of the data identified by members as being useful in evaluating utility operations
includes: number of customers, type and size of treatment plants, age of treatment plants,
number of employees by type (management, service, O&M), chemicals (both volume used and
cost), energy cost, level of contributions in aid of construction (CIAC), and customer bills at
3,000 and 10,000 gallons per month. At the January 8, 2013 meeting, Mr. Willis, representing
PSC staff, indicated that much of this information is currently available in the utility’s annual
report and other documents. A member suggested that a schedule should be included in the
annual report form that requests this type of information so that it can be easily accessible for use
by PSC staff in developing its database. He suggested that this metrics schedule could be used
by PSC staff as a guidance document to evaluate the utility’s management and operations. The
member maintained that this data should be readily available to utility owners and should already
be something that utility management reviews on a regular basis. As noted below in the section
on changes to the annual report form, the Committee is suggesting that the PSC investigate
whether the annual report form for Class C utilities should be revised. In conducting this review,
the PSC may want to consider incorporating a schedule in the annual report form that will
provide certain data for use by its staff in the development of a database of metrics. These
metrics could be used to evaluate utility operations in rate case proceedings and ultimately may
be helpful in streamlining the rate case review process.

At the January 25, 2013 meeting, one member raised a concern with creating an
additional burden on the smaller Class C utilities by requiring additional information in the
annual report. He questioned whether there are some requirements in the annual report that can
be eliminated and offset by any additional information identified by the PSC in its investigation.
He stated that he wanted to see no additional burden on the Class C utilities. A member
responded that the metrics schedule could be prepared either by the utility or by PSC staff based
on the information contained in the annual report. Another member mentioned that the PSC
should review the contents and filing procedures of the rate case MRFs with the intent of
streamlining both, where appropriate. He stated that currently the MFRs are voluminous and the
utility is required to file 16 paper copies. The members suggested that a review of the MFRs
should be added to the Proposal on this topic.
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Proposal 3.1 Decision

At the January 25, 2013 meeting, the Committee unanimously voted to approve Proposal
3.1 with the addition of recommending that the PSC review the content and filing procedures of
the MFRs. The following proposal is approved: the Committee recommends that the PSC
investigate the feasibility and usefulness of developing a database of metrics for use by its staff
in evaluating utility operations and in streamlining rate case review. In addition, the PSC should
investigate whether a change in the content or filing procedure of the MFRs in a rate case
proceeding is warranted.

Proposal 3.2: Recommend that the PSC investigate and, if appropriate, establish standards and
benchmarks for the evaluation of the customer service provided by water and wastewater
utilities.

Proposal 3.2 Discussion

At the January 25, 2013 meeting, one member suggested that the PSC should develop
standards and benchmarks for customer service provided by utilities that could be used to
evaluate the utility’s performance. A proposal for the Committee’s consideration was developed
based on this suggestion.

Proposal 3.2 Decision

At the January 25, 2013 meeting, the Committee unanimously voted to approve Proposal
3.2 as follows: The Committee recommends that the PSC investigate and, if appropriate,
establish standards and benchmarks for the evaluation of the customer service provided by water
and wastewater utilities.

Section 4 — Long-Range Plan

During the course of discussions at several of the Committee meetings, members
identified the need for a planning document to be filed with the PSC by investor-owned water
and wastewater utilities. This planning document would describe the nature of the utility’s
operations and any anticipated changes over some specified period of time. It would be used in
conjunction with other documents by PSC staff to evaluate the adequacy of the utility system and
the long-term technical and financial ability of the utility owner. The planning document could
be used in a rate case proceeding as a resource for PSC staff and other interested parties in the
evaluation of the factors driving the need for a rate increase. Members suggested that the
planning document should contain a description of anticipated growth in customers or other
change in demand and how the utility plans to meet that demand. Members have suggested that
the plan detail all anticipated infrastructure improvements or additions, including restoration and
upgrading of facilities and equipment, as necessary, and improvements needed to gain or
maintain compliance with DEP and other water and wastewater standards. Some members have
stated that the preparation of such a plan should not be overly burdensome since utilities should
already be conducting their own evaluation of future requirements needed to serve growth and
maintain compliance with environmental regulations.
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Proposal 4: The Committee recommends that the PSC explore the feasibility and usefulness of
requiring long-range plans from investor-owned water and wastewater utilities. The PSC should
consider that the planning document include, at a minimum, a description of anticipated growth
in customers or other change in demand and how the utility plans to meet that demand; a
description of all anticipated infrastructure improvements or additions, including restoration and
upgrading of facilities and equipment, as necessary; and improvements needed to gain or
maintain compliance with DEP and other water and wastewater standards.

Proposal 4 Discussion

At the January 25, 2013 meeting, members discussed a proposal in which the Committee
would recommend to the PSC that it explore the feasibility and usefulness of requiring long-
range plans from the water and wastewater utilities. All members agreed that a long-range plan
would be a useful management tool for the utility, and would be valuable to the PSC in gaining a
better understanding of the utility’s current situation and anticipated requirements and projects.
There was a discussion that if the PSC were to determine that utilities should file long-range
plans, it would require a rulemaking proceeding, which would include workshops and an
evaluation of the cost impact on utilities.

Some members questioned how long the planning horizon should be. One member
asserted that the planning horizon should match the asset life of the utility investment. Others
commented that perhaps the planning horizon should be different based on the size of the
utilities. The suggestion was made that the planning horizon for Class A and B utilities should
be 15 years, whereas the Class C utilities could use a 20-year horizon. There was also discussion
that once the appropriate planning horizon is chosen, the plan would be updated on a regular
basis, such as every 5 years.

There was discussion of the difficulty that some Class C utilities would have in preparing
a long-range plan, and one member suggested that perhaps there could be a phase-in plan for
Class C utilities in order to reduce this burden. One member stated that a lot of the systems of
the smaller utilities are built out and perhaps their only long-range plan would be maintaining
compliance and replacing infrastructure. Mr. Willis, representing PSC staff, acknowledged that
the Class A and B annual report currently asks those utilities to provide a description of the
future improvements they have identified.

Some members also mentioned that the plan should not be binding on the utility, but be
used as a dynamic tool to help the utility make management decisions and to keep the PSC
informed as to the utility’s operations and future needs. One member suggested that the long-
range plan could be a topic discussed at the annual customer meetings that the Committee is
recommending be required in an earlier section of this issue.

Proposal 4 Decision

At the January 25, 2013 meeting, the Committee unanimously voted to approve Proposal
4 as follows: the Committee recommends that the PSC explore the feasibility and usefulness of
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requiring long-range plans from the water and wastewater utilities. The PSC should consider
that the planning document include, at a minimum, a description of anticipated growth in
customers or other change in demand and how the utility plans to meet that demand; a
description of all anticipated infrastructure improvements or additions, including restoration and
upgrading of facilities and equipment, as necessary; and improvements needed to gain or
maintain compliance with DEP and other water and wastewater standards.

Section 5 — Annual Report Requirements and Review

Pursuant to Rule 25-30.110, F.A.C., all 10Us are required to file annual reports by March
31 for the prior calendar year. There are two annual report forms: one for use by Class A and
Class B utilities, and another, simpler form for the Class C utilities.

Proposal 5: The Committee recommends that the PSC investigate the need for revisions to the
Class C annual report, specifically considering whether to add a requirement for a planning
document and a metrics reporting schedule.

Proposal 5 Discussion

The topic of the content and usefulness of the annual reports has come up in several
Committee meetings. In response to questions from members, Mr. Willis, representing PSC
staff, advised that often Class C annual reports are not an accurate depiction of the financial
status of the utility because they frequently contain inaccuracies or omissions. Some members
have suggested that if the small utilities are not able to file annual reports that can be relied upon,
then perhaps it is time to review the content of the annual report form with the goal of making it
more useful. Mr. Willis cautioned against adding more requirements to the annual report form,
noting that any additions would increase the utility’s cost of preparation. Mr. Willis advised that
the Commission has been hesitant to add requirements to the annual reports due to this increased
cost, especially for the Class C utilities.

Several Committee members suggested that rather than adding to the information
required in the annual report form, the PSC should investigate whether all of the information
currently contained in the annual report is necessary in its current format. At the January 25,
2013 meeting, one member stated it was his intent that Class C utilities incur no additional
burden as a result of changes to the annual report. Rather, he would like the PSC to investigate
whether some of the information currently in the report could be eliminated or streamlined. The
goal of revising the annual report would be to develop a tool that provides a more comprehensive
and useful analysis of the utility operations. Because the Class C utilities appear to have the
greatest difficulty in preparing an accurate and useful annual report, the Committee suggests that
the PSC limit its investigation to the Class C annual report form at this time.

Two specific ideas expressed by several Committee members that could be incorporated
into the Class C annual report are the requirement for a planning document, and the reporting of
certain metrics related to the utility system. Both of these concepts are discussed above.
Through workshops and possible rulemaking, the PSC could investigate how much these
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requirements and others identified by the PSC and other interested persons would increase the
cost of preparing the report.

At the January 25, 2013 meeting, it was discussed that since the annual report form is
contained in a PSC rule, it would require a rulemaking proceeding to change it if the PSC
determined that change is warranted. One member noted that since this would be a rulemaking
proceeding, the PSC would also have to consider the cost of any changes to the annual report.

Proposal 5 Decision

At the January 25, 2013 meeting, the Committee unanimously voted to approve Proposal
5, related to the annual report review, as follows: the Committee recommends that the PSC
investigate the need for revisions to the Class C annual report, specifically considering whether
to add a requirement for a planning document and a metrics reporting schedule.

Section 6 - Pass-Through Rate Increases

Section 367.081(4)(b), F.S., provides a simplified mechanism by which a utility can
automatically increase its rates to recover the incremental increase in certain expenses over
which the utility may have no control. This “pass-through statute” provides relatively fast rate
relief to the utility when it experiences an increase in a listed expense and may help to
temporarily forestall a more comprehensive rate proceeding. If the utility chooses to utilize this
process, it must file a application pursuant to Rule 25-30.425, F.A.C., and rates can be increased
automatically in 45 days upon notice to the customers. Currently, the expenses eligible for pass-
through recovery are enumerated by the statute, and are limited to increases or decreases in the
utility’s cost for:

e Purchased water or wastewater service.
e Electric power.

e Ad valorem taxes.

e Regulatory Assessment Fees.

e DEP Fees for National Pollutant Discharge Elimination System Program.

e Water Quality or Wastewater Quality Testing required by DEP.

Prior to the January 25, 2013 meeting, the Committee decided to study whether to amend
this section of the statute to include increases in the cost of additional expenses over which the
utility may have no control.?® Specifically, Committee members have discussed sludge hauling

% These expenses would be in addition to the Committee’s recommendation to the Legislature in Issue 2 that it
create an additional pass-through provision allowing a pass-through for the loan service or origination fee for loans
incurred to construct additional infrastructure needed to achieve or maintain compliance with applicable rules and
regulations pertaining to the provision of service to existing customers.
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expense, sludge disposal fees,®> hydro pneumatic tank inspections, and operating license fees
as possible additional pass-through expenses.

At the January 25, 2013 meeting, members discussed other specific items to add to the
pass-through statute. One member suggested a list of additional items, which he then supplied
via subsequent e-mail. A second member provided additional specific items for the Committee
to consider, also via subsequent e-mail.

While providing the list at the Committee meeting, however, the member suggested that
rather than add these items to the current pass-through statute, he would prefer that the PSC be
given the legislative authority to determine which items should be included in the pass-through
statute through the rulemaking process. He opined that the PSC is in a better position to evaluate
whether a particular expense should qualify as a pass-through item. Other members agreed and
added that the PSC could react more quickly than the Legislature to the need for an additional
pass-through item. Members noted that the ability to pass-through certain eligible expenses can
postpone the need for a rate case proceeding or limited scope rate proceeding under Section
367.0822, F.S. It was also discussed that the rulemaking process, which allows participation of
all interested parties, will ensure that careful thought is given to whether any particular pass-
through item is consistent with the intent of the statute.

Some members cautioned that if the Committee recommends that the PSC be given the
authority to consider future pass-through items, there is a risk that the Legislature will not agree.
Therefore, some members suggested that the Committee should also recommend specific
additions to the current list of pass-through items contained in the statute. Consistent with these
discussions, three new proposals were developed: (1) a Modified Proposal that would contain
additional items that should be included in the pass-through statute; (2) a new Proposal 7 that
would revise the current pass-through statutory structure to delegate authority to the PSC to
establish specific expense items eligible for recovery through the pass-through provision; and (3)
an additional Proposal 8 that is designed to combine Proposals 6 (all eligible expenses
enumerated in the statute) and 7 (PSC to establish eligible expenses by rule).

Proposals: (Note: Given the length of the proposals, they are summarized below, with the full
text of each proposal being contained at the end of this section as Attachments IV.12-A - IV.12-
C)

Modified Proposal 6: Amend Section 367.081(4)(b), F.S., to enumerate all expense items
eligible for expedited recovery via a pass-through rate adjustment. Attachment IV.12-A

Proposal 7: Amend Section 367.081(4)(b), F.S., to delegate authority to the Public Service
Commission to establish, by rule, all expense items eligible for expedited recovery via a pass-
through rate adjustment. Attachment 1V.12-B

2 Sludge is the residue remaining after the water or wastewater treatment process. Sludge hauling is the removal of
the sludge to a certified disposal site.
% The sludge disposal fee is assessed by the certified disposal site.
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Proposal 8: Amend Section 367.081(4)(b), F.S., to enumerate specific expense items eligible
for expedited recovery via a pass-through rate adjustment, as well as delegate authority to the
Public Service Commission to conduct rulemaking to add additional expense items eligible for
pass-through rate adjustments. Attachment 1V.12-C

Proposals 6, 7 and 8 Discussion

During the January 31, 2013 meeting, the member who suggested Proposal 6 clarified
that Proposal 8 more correctly captured the intent of his proposal, and that he would support
Proposal 8 to the exclusion of Proposals 6 and 7. The member, as well as another member,
indicated that it was their intent to send two proposals to the Legislature, one that would contain
a list of specific additional items to add to the existing statute, and a second that would authorize
the PSC to add even more additional items through rulemaking. A number of members
expressed concern that the list of items in Proposal 6 was too long, and that it contained items
that would not be appropriate for the type of expedited, easily verifiable expenses beyond the
control of the utility that are currently contained in the statute.

Another member questioned whether it would be appropriate to include some stipulation
in the language that only expenses which increased more than a certain percentage could be
eligible for a pass-through increase. Mr. Willis, of the PSC staff, indicated that pass-through
items are normally minor costs, which are uncontrollable by the utility, easy to verify, and that
the PSC has not seen abuses of the pass-through statute because of those limitations. In
response to another member’s question, Mr. Willis clarified that pass-throughs are not permanent
rate increases, but could actually be decreases, not just increases. He stated that a utility would
“net” increased expenses with decreased expenses in an application for a pass-through, but
certain expenses (such as in electricity costs or the costs of fuel) certainly may decrease.

A member sought clarification whether the water quality testing listed in subsection
367.081(4)(b)(1)(F), F.S., of Proposals 6 and 8 would include testing required because of that
system’s poor water quality or failure to meet water quality standards. He believes the language
should clarify that only testing expenses required by a statewide rule change should qualify for a
pass-through, not any expenses incurred as a result of water quality problems. The members
discussed the complexities involved with water quality testing and difficulties with allowing
automatic pass-throughs of expenses associated with “water quality testing.”

Proposals 6, 7, and 8 Decision

One member suggested that as an alternative to Proposal 8, the Committee could
recommend that the Legislature leave subsection 367.081(4)(b), F.S., as it currently is, but
amend it to include an additional section which would delegate rulemaking authority to the PSC
to approve additional pass-through expenses by rule. In order to capture the complexities of
these expenses, the PSC would be required to re-consider the items contained in the rule every
five years. Several members agreed with this concept, but believed the Committee should
suggest additional pass-through items to be included in the statute as part of recommended
legislation. A suggestion was made that the Committee separate Proposal 8 into two parts, one
regarding recommending additional pass-through items be included in the statute, and a second
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part recommending the Legislature delegate rulemaking authority to the PSC to determine
additional expenses. This motion was not made, and a motion to approve Proposal 8 as written
failed to garner sufficient votes to pass, 6 to 6.

A second Motion was made to approve Proposal 7 as modified by the discussion; that is,
to recommend the Legislature leave the existing portion of subsection 367.081(4)(b), F.S., as is,
but add a second section that would delegate rulemaking authority to the PSC to approve
additional pass-through expenses by rule, with the provision that the PSC would review the rule
at least every five years. This Motion passed 7 to 5. After the Modified Proposal 7 was
approved, a motion was made to make a second additional recommendation to the Legislature.
Specifically, the second motion was that in addition to the recommendation that the Legislature
amend subsection 367.081(4)(b), F.S., to delegate rulemaking authority to the PSC, the
Committee make an additional recommendation that the Legislature amend the statute to include
the additional pass-through items listed in Proposal 8, Paragraph 1, parts (a) through (I). The
intent of this additional recommendation would be to allow the Legislature to choose either or
both recommendations regarding amendment of the statute. This motion also passed 8 to 3.

Therefore, the Committee makes two recommendations regarding amendment of Section
367.081(4)(b), F.S. The Committee intends that the Legislature might amend the statute in one
or both ways. Both Modified Proposal 7 and Modified Proposal 8 are included in full in
Attachments IV.12-D and IV.12-E.

Conclusion

The Committee considered a number of proposals addressing the PSC’s policies and
procedures with regard to its regulation of investor-owned water and wastewater utilities. All six
proposals are inapplicable to counties which regulate investor-owned water and wastewater
utilities. These proposals are separated into six sections as follows:

Section 1 — PSC Communication with Utilities: The Committee adopts the proposal to
recommend that the PSC investigate and consider the implementation of measures to increase
communication and education with Class C utilities, including more use of e-mail and social
media communication, video training, use of the WebEx technology, more utilization of the PSC
website, and regional help sessions for small utilities.

Section 2 — Communication between Utilities and Customers: The Committee adopts the
proposal to recommend that the PSC investigate measures to encourage or require
communication between utilities and customers outside of PSC proceedings.

In addition, the Committee adopts the proposal to recommend that the PSC initiate
rulemaking to require investor-owned water and wastewater utilities conduct meetings with their
customers at least annually. During this annual meeting the utility should, at a minimum,
provide the status of the utility’s operations, present the results of the Consumer Confidence
Report, explain the need for projected improvements, and consider any customer comments.
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Section 3 — Development of Metrics and Streamlining Rate Case Review: The
Committee adopts the proposal to recommend that the PSC investigate the feasibility and
usefulness of developing a database of metrics for use by its staff in evaluating utility operations
and in streamlining rate case review. In addition, the PSC should investigate whether a change
in the content or filing procedure of the Minimum Filing Requirements in a rate case proceeding
is warranted.

Further, the Committee adopts the proposal to recommend that the PSC investigate and,
if appropriate, establish standards and benchmarks for the evaluation of the customer service
provided by water and wastewater utilities.

Section 4 — Long-Range Plan: The Committee adopts the proposal to recommend that
the PSC explore the feasibility and usefulness of requiring long-range plans from water and
wastewater utilities. The PSC should consider that the planning document include, at a
minimum, a description of anticipated growth in customers or other change in demand and how
the utility plans to meet that demand; a description of all anticipated infrastructure improvements
or additions, including restoration and upgrading of facilities and equipment, as necessary; and
improvements needed to gain or maintain compliance with DEP and other water and wastewater
standards.

Section 5 — Annual Report Requirements and Review: The Committee adopts the
proposal to recommend that the PSC investigate the need for revisions to the Class C annual
report, specifically considering whether to add a requirement for a planning document and a
metrics reporting schedule.

Section 6 — Pass-Through Rate Increases:  The Committee considered three proposals
regarding possible amendments of the pass-through rate adjustment statute, Section
367.081(4)(b), F.S., and chose to make two separate but complimentary recommendations. First,
the Committee recommends the Legislature amend the statute to delegate specific rulemaking
authority to the PSC to approve additional expenses for pass-through treatment, in addition to
those currently contained in the statute. The PSC would be required to revisit this rule at least
every five years.

Second, the Committee recommends the Legislature amend the statute to add additional
expenses to those expenses currently contained in the statute as being eligible for pass-through
treatment. The Legislature could choose to amend Section 367.081(4)(b), F.S., in either or both
ways. Both of these recommendations are independent of the Committee recommendation in
Issue 2 regarding inclusion of loan origination or service fees as an expense eligible for pass-
through treatment and are included in full in Attachments IV.12-D and IV.12-E following this
issue.
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ATTACHMENT IV.12-A
lof3

Issue 12, Modified Proposal 6.
Amend Section 367.081(4)(b) to enumerate specified expense items eligible for expedited
recovery via a pass-through rate adjustment.

Section 367.081(4)(b), Florida Statutes, is amended to read as follows:

1. The approved rates of any utility shall be automatically increased or decreased, without hearing,
upon verified notice to the commission 45 days prior to implementation of the increase or
decrease, that its costs for any expense item specified below have changed. The new rates
authorized shall reflect, on an amortized or annual basis, as appropriate, the cost of, or the amount
of change in the cost of, the specified expense item. The new rates, however, shall not reflect the
costs of any specified expense items already included in a utility’s rates. The following specified
expense items shall be eligible for automatic increase or decrease of a utility’s rates:

a. the rates charged by a governmental authority or other water or wastewater utility
requlated by the commission which provides utility service to the utility;

b. the rates or fees that the utility is charged for electric power;

c. the amount of ad valorem taxes assessed against the utility’s used and useful property;

d. the fees charged by the Department of Environmental Protection in connection with the
National Pollutant Discharge Elimination System Program;

e. the requlatory assessment fees imposed upon the utility by the commission;

f. _costs incurred for water quality or wastewater guality testing required by the Department
of Environmental Protection or a local governmental authority;

g. the fees charged for wastewater sludge hauling and disposal;

h. a loan service fee or loan origination fee for a loan related to an eligible project
associated with new infrastructure or improvements of existing infrastructure needed to achieve or
maintain compliance with federal, state, and local governmental rules and regulations relating to
the provision of water or wastewater service for existing customers;

i. costs incurred for any tank inspections required by the Department of Environmental
Protection or a local governmental authority;

|. operator and distribution system license fees required by the Department of
Environmental Protection or a local governmental authority;

K. water or wastewater operating permit fees charged by the Department of Environmental
Protection;

I. consumptive use permit fees charged by a Water Management District;

m. costs associated with odor abatement as required by the Department of Environmental
Protection or a local governmental authority;

n.  costs associated with risk management plans required by the Department of
Environmental Protection or a local governmental authority;

0. costs for the installation of automatic flushing valves for dead end water distribution
lines required by the Department of Environmental Protection or a local governmental authority;

p. costs of treatment chemicals required by the federal Safe Drinking Water Act, federal
Clean Water Act, or the Department of Environmental Protection;
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g. costs of staffing required by the Department of Environmental Protection related to
capacity development;

r. costs associated with annual audits, annual reports, annual customer meetings, or other
expenses required by commission rule;

s. costs associated with the preparation and delivery of the annual Consumer Confidence
Report as required by the Department of Environmental Protection;

t. costs associated with monitoring or laboratory equipment necessary to comply with
operating procedures required by the Department of Environmental Protection or a local
governmental authority;

u. costs associated with system mapping as required by the Department of Environmental
Protection; or

V. rate case expense pursuant to Section 367.0816, Florida Statutes.

2. A utility may not use this procedure to increase or decrease its rates as a result of any increase
or decrease in any specified expense item identified above, which cost increase or decrease took
place more than 12 months before the filing by the utility.

3. The provisions of this subsection do not prevent a utility from seeking a change in rates
pursuant to the provisions of subsection (2).
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ATTACHMENT IV.12-B
Page 1 of 2

Issue 12, Proposal 7.

Amend Section 367.081(4)(b) to delegate authority to the Public Service Commission to
establish, by rule, expense items eligible for expedited recovery via a pass-through rate
adjustment.

Section 367.081(4)(b), Florida Statutes, is amended to read as follows:

1. In order to allow timely recovery of expenses beyond the utility’s control, the Commission shall
establish, by rule, specific expense items for which the approved rates of any utility shall be
automatically increased or decreased, without hearing, upon verified notice to the commission 45
days prior to implementation of the increase or decrease, that its costs for such specified items
have been changed. The new rates authorized shall reflect, on an amortized or annual basis, as
appropriate, the cost of, or the amount of change in the cost of, the specific expense item. The new
rates, however, shall not reflect the costs of any specific expense items already included in a
utility’s rates.

2. A utility may not use this procedure to increase or decrease its rates as a result of any increase
or _decrease in specific expense items, which cost increase or decrease took place more than 12
months before the filing by the utility.

3. The provisions of this subsection do not prevent a utility from seeking a change in rates
pursuant to the provisions of subsection (2).
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Issue 12, Proposal 8.

Amend Section 367.081(4)(b) to enumerate specific expense items eligible for expedited
recovery via a pass-through rate adjustment, as well as delegate authority to the Public
Service Commission to conduct rulemaking to add additional expense items eligible for pass-
through rate adjustments.

Section 367.081(4)(b), Florida Statutes, is amended to read as follows:

1. The approved rates of any utility shall be automatically increased or decreased, without hearing,
upon verified notice to the commission 45 days prior to implementation of the increase or
decrease, that its costs for any specified expense item have changed. The new rates authorized
shall reflect, on an amortized or annual basis, as appropriate, the cost of, or the amount of change
in the cost of, the specified expense item. The new rates, however, shall not reflect the costs of
any specified expense items already included in a utility’s rates. Specified expense items eligible
for automatic increase or decrease of a utility’s rates shall include, but are not limited to:

a. the rates charged by a governmental authority or other water or wastewater utility
requlated by the commission which provides utility service to the utility;

b. the rates or fees that the utility is charged for electric power;

c. the amount of ad valorem taxes assessed against the utility’s used and useful property;

d. the fees charged by the Department of Environmental Protection in connection with the
National Pollutant Discharge Elimination System Program;

e. the requlatory assessment fees imposed upon the utility by the commission;

f. _costs incurred for water quality or wastewater guality testing required by the Department
of Environmental Protection;

g. the fees charged for wastewater sludge disposal;

h. a loan service fee or loan origination fee associated with a loan related to an eligible
project associated with new infrastructure or improvements of existing infrastructure needed to
achieve or maintain compliance with federal, state, and local governmental rules and requlations
relating to the provision of water or wastewater service for existing customers;

i. costs incurred for any tank inspections required by the Department of Environmental
Protection or a local governmental authority;

|. operator and distribution license fees required by the Department of Environmental
Protection or a local governmental authority;

K. water or wastewater operating permit fees charged by the Department of Environmental
Protection or a local governmental authority;

I. consumptive or water use permit fees charged by a Water Management District;

2. The commission may establish, by rule, additional specific expense items in addition to those
specified above. To be eligible, any such additional expense items must be imposed upon the
utility by a local, state, or federal law, rule, order or notice, and must be outside of the control of

the utility.
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3. A utility may not use this procedure to increase or decrease its rates as a result of any increase
or decrease in any specific expense item, which cost increase or decrease took place more than 12
months before the filing by the utility.

4. The provisions of this subsection do not prevent a utility from seeking a change in rates
pursuant to the provisions of subsection (2).
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Issue 12, Modified Proposal 7.

Amend Section 367.081(4)(b) to, in addition to the current statutory pass-through items,
delegate authority to the Public Service Commission to establish, by rule, additional expense
items eligible for expedited recovery via a pass-through rate adjustment, and require the
PSC to reconsider the rule every five years.

Section 367.081(4)(b), Florida Statutes, is amended to read as follows:

1. The approved rates of any utility which receives all or any portion of its utility service from a
governmental authority or from a water or wastewater utility regulated by the commission and
which redistributes that service to its utility customers shall be automatically increased or
decreased without hearing, upon verified notice to the commission 45 days prior to its
implementation of the increase or decrease that the rates charged by the governmental authority or
other utility have changed. The approved rates of any utility which is subject to an increase or
decrease in the rates or fees that it is charged for electric power, the amount of ad valorem taxes
assessed against its used and useful property, the fees charged by the Department of Environmental
Protection in connection with the National Pollutant Discharge Elimination System Program, or
the regulatory assessment fees imposed upon it by the commission shall be increased or decreased
by the utility, without action by the commission, upon verified notice to the commission 45 days
prior to its implementation of the increase or decrease that the rates charged by the supplier of the
electric power or the taxes imposed by the governmental authority, or the regulatory assessment
fees imposed upon it by the commission have changed. The new rates authorized shall reflect the
amount of the change of the ad valorem taxes or rates imposed upon the utility by the
governmental authority, other utility, or supplier of electric power, or the regulatory assessment
fees imposed upon it by the commission. The approved rates of any utility shall be automatically
increased, without hearing, upon verified notice to the commission 45 days prior to
implementation of the increase that costs have been incurred for water quality or wastewater
quality testing required by the Department of Environmental Protection. The new rates authorized
shall reflect, on an amortized basis, the cost of, or the amount of change in the cost of, required
water quality or wastewater quality testing performed by laboratories approved by the Department
of Environmental Protection for that purpose. The new rates, however, shall not reflect the costs of
any required water quality or wastewater quality testing already included in a utility’s rates. A
utility may not use this procedure to increase its rates as a result of water quality or wastewater
quality testing or an increase in the cost of purchased water services, sewer services, or electric
power or in assessed ad valorem taxes, which increase was initiated more than 12 months before
the filing by the utility. The provisions of this subsection do not prevent a utility from seeking a
change in rates pursuant to the provisions of subsection (2).

2. The commission may establish, by rule, additional specific expense items which are eligible to
automatically increase or decrease a utility’s rates as provided in subsection (4)(b)1. To be eligible
for such treatment, any such additional expense items must be imposed upon the utility by a local,
state, or federal law, rule, order or notice, and must be outside of the control of the utility.
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3. If any such additional expense item rule is are established by the commission, it shall, no less
than once every five (5) years, review the rule and determine whether each expense item should
continue to be eligible for automatic increase or decrease of a utility’s rates, or if any additional
items should become eligible for automatic increase or decrease of a utility’s rates as provided in
subsection (4)(b)1.
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Issue 12, Modified Proposal 8.

Amend Section 367.081(4)(b) to enumerate specific expense items eligible for expedited
recovery via a pass-through rate adjustment, including additional expense items eligible for
pass-through rate adjustments.

Section 367.081(4)(b), Florida Statutes, is amended to read as follows:

1. The approved rates of any utility shall be automatically increased or decreased, without hearing,
upon_verified notice to the commission 45 days prior to implementation of the increase or
decrease, that its costs for any specified expense item have changed. The new rates authorized
shall reflect, on an amortized or annual basis, as appropriate, the cost of, or the amount of change
in the cost of, the specified expense item. The new rates, however, shall not reflect the costs of
any specified expense items already included in a utility’s rates. Specified expense items eligible
for automatic increase or decrease of a utility’s rates shall include, but are not limited to:

a. the rates charged by a governmental authority or other water or wastewater utility
requlated by the commission which provides utility service to the utility;

b. the rates or fees that the utility is charged for electric power;

c. the amount of ad valorem taxes assessed against the utility’s used and useful property;

d. the fees charged by the Department of Environmental Protection in connection with the
National Pollutant Discharge Elimination System Program;

e. the regulatory assessment fees imposed upon the utility by the commission;

f. costs incurred for water quality or wastewater quality testing required by the Department
of Environmental Protection;

g. the fees charged for wastewater sludge disposal;

h. a loan service fee or loan origination fee associated with a loan related to an eligible
project associated with new infrastructure or improvements of existing infrastructure needed to
achieve or maintain compliance with federal, state, and local governmental rules and requlations
relating to the provision of water or wastewater service for existing customers;

i. costs incurred for any tank inspections required by the Department of Environmental
Protection or a local governmental authority;

|. operator and distribution license fees required by the Department of Environmental
Protection or a local governmental authority;

K. water or wastewater operating permit fees charged by the Department of Environmental
Protection or a local governmental authority;

I. consumptive or water use permit fees charged by a Water Management District;

2. A utility may not use this procedure to increase or decrease its rates as a result of any increase
or decrease in any specific expense item, which cost increase or decrease took place more than 12
months before the filing by the utility.
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3. The provisions of this subsection do not prevent a utility from seeking a change in rates
pursuant to the provisions of subsection (2).
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APPENDIX I,
Page 1 of 4
APPENDIX I: LEGISLATION ESTABLISHING COMMITTEE

CHAPTER 2012-187

Committee Substitute for House Bill No. 1389

An act relating to water astorage and water quality improvements; creating 3.
372.4591, F .5 requiring a apecified determination ss a condition of an
apresment for water storage and water gquality improvementa on private
agricultural lands; providing a methodology for such determinstion:
providing for regulation of auch landa for the duration of the agreement
and after ita expiration; creating the Study Committes on Investor-Orhamned
Water and Wastewater Utility Syatema; providing for membership and
terma of service; pmhlhﬂ:mgcnmpenaatnn of the members; providing for
m:mhur&enrntnfthemembem:ﬁ:rmrtmnﬂpenaea ;rmd:ngfurremwal
or auapension of membera by the appointing au'l;'l:l.nnt_'i" requiring  the
Public Service Commisgion to provide ataft, information, sssistance, and
fm:ﬂlhﬂﬁthntmdﬂﬂmﬂdm&nrj"ﬁrthﬂmmm;tbﬂﬁtﬂpﬂrﬁnmltﬂ
duties; providing for funding from the Florida Public Service Regulatory
'Ii'uatlﬁ:_ud, providing duties of the committes; providing for public
mestings; requiring the committes to report ita :ﬁ.ndlnga to the Governor,
the Legialature, andnppmprlabemmmnndmﬂkemrhﬂ:ﬂremmmﬂndﬂ-
tiona, providing for fuoture termination of the committes; providing an
effective date.

Be It Enacted by the Legislature of the State of Florida:
Section 1. Section 373.4591, Florida Statutes, is created to resd:

CODING: Words steaebers are deletons; words goderlipeasd are aldidons.
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Ch. 2012-187 LAWS OF FLORIDA Ch. 2012-187

(a) The chair of the Public Service Commission or a commissioner

designated by the chair, who shall serve as chair of the commitiee and
hall I _— i r -

who shall be a nonvoting member of the committee.

{e)  The Public Counsel or his or her designee, who shall be a nonvoting
member of the committee.

(d) One member of the Senate appointed by the President of the Senate.

el One member of the House of Representatives a inted by the
Speaker of the House of Representatives.

1 Two representatives of Class A investor-owned water or wastewater
utilities appointed by the Governor.

(gl One representative of a Class B investor-owned water or wastewater
utility appointed by the Governor.

(h) One representative of a Class C investor-owned water or wastewater
i . 1 by the Gov

appointed by the Governor.

1) Ome customer of a Class B or Class C investor-owned waler or
wastewater utility appointed by the Governor.

One representative of a water management distriet a inted by the
Governor.,

1) Ome representative of the Florida Section of the American Waler
Works Association appointed by the Governor.

(m) One representative of the Florida Rural Water Association appointed
by the Governor.

(n) One representative of a water or wastewater system owned or

operated by a municipal or county government appointed by the Governor.

(o) One representative of a governmental aunthority that is created

pursuant to chapter 163, Florida Statutes, appointed by the Governor,

waler or wastewater utility svstems appointed by the Governor.

{g) One representative of a county health department appointed by the
Governor.,

2
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(2) The members shall serve until the work of the commitiee is complete

and the commitiee is terminated, except that if 8 member no longer serves in

individual who serves in such position.

(3] Members of the committee shall serve without compensation, but are
entitled to reimbursement for all reasonable and necessary expenses,
including travel expenses, in the performance of their duties as provided
in s 112061, Florida Statutes.

meetings of the commities.

5)  The Public Service Commission shall provide the staffl, information,
assistanee, and facilities as are deemed necessary for the committee to carry

out its duties under this section. Funding for the committee shall be paid
from the Florida Public Service Regulatory Trust Fund.

(6) The committee shall identify issues of concern of investor-owned
water and wastewater utility systems, particularly small svstems, and their
customers and research possible solutions. In addition, the committee shall
consider:

(a) The ability of a small investor-owned water or wastewater utility to
achieve economies of scale when purchasing eguipment, commodities, or
SETVICES.

b Tl Hability of low I L orivatel i

or wastewater utility.

) Anv tax incentives or exemplions, temporary or permanent, which are
available to a small water or wastewater utility.

(d)  The impact on customer rates ifa utility purchases an existing water
or wastewater utility system.

&)  The impact on_customer rates of a utilit oviding service through
the use of a reseller,

() Other issues that the committee identifies during its investigation.

(7} The commitiee shall meet at the time and location as the chair
determines, except that the committee shall meet a minimum of four times.
At least two meetings must be held in an area that is centrally located to
utility customers who have recently been affected by a significant increase in
water or wastewater utility rates. The public shall be given the opportunity
to speak at the meetings.

(8) By February 15, 2013, the commitiee shall prepare and submit to the
Governor, the President of the Senate, and the Speaker of the House of

3
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Representatives a report detailing its findings pursuant to subsection (6) and

making specific legislative recommendations, including proposed legislation

intended to implement its recommendations. If the commitiee, in its report,
finds that anissue mav effectively be addressed through asency rulemaking,

the committes shall submit to the appropriate agencies its report and
recommendations, including proposed rules.

9) This section expires and the committee terminates June 30, 2013.
Section 3. This act shall take effect July 1, 2012,

Approved by the Governor April 27, 2012,
Filed in Office Secretary of State April 27, 2012

4
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APPENDIX II: RECOMMENDED LEGISLATIVE ACTIONS

Issue 1: The ability of a small investor-owned water or wastewater utility to achieve economies
of scale when purchasing equipment, commodities, or services.

The Committee recommends no legislative action regarding Issue 1.

Issue 2: The availability of low interest loans to a small, privately-owned water or wastewater
utility.

The Committee recommends that the size restriction for investor-owned water utilities
under the SRF loan program be eliminated so that all investor-owned water utilities, including
Class A utilities, would have access to the SRF loan program.

The Committee recommends that Section 403.8532, F.S., be amended as follows:
403.8532 Drinking water state revolving loan fund; use; rules. -
(3) The department may make, or request that the corporation make, loans, grants,

and deposits to community water systems, for-profit privately owned or investor-
owned systems, nonprofit transient noncommunity water systems, and nonprofit

nontransient noncommunity water systems to assist them in planning, designing,

and constructmg publlc Water systems arHess—saeh—|9aJal+c—\,ootater—systems—are—felL

er—mere—puhhc—wateHystems The department may prOVIde Ioan guarantees

purchase loan insurance, and refinance local debt through the issue of new loans for
projects approved by the department. Public water systems may borrow funds made
available pursuant to this section and may pledge any revenues or other adequate
security available to them to repay any funds borrowed.

The Committee recommends that Section 367.081(4)(b), F.S., be amended to add the
following:

The approved rates of any utility shall be automatically increased, without
hearing, and upon verified notice to the commission 45 days prior to
implementation of the increase that the utility has incurred a loan service fee or
loan origination fee for a loan related to an eligible project as determined by the
commission. The commission shall conduct rulemaking to determine eligible
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projects which shall be limited to projects associated with new infrastructure or
improvements of existing infrastructure needed to achieve or maintain compliance
with federal, state, and local governmental rules and regulations relating to the
provision of water or wastewater service for existing customers. Eligible projects
may not include projects primarily intended to serve future growth.

The Committee recommends that the Legislature direct the PSC to amend Rule 25-30.425,
Florida Administrative Code, to determine eligible projects for which the loan service or
origination fee is associated. Such eligible projects should be consistent with the proposed
statutory language and should include, but not limited to, projects which will: (1) facilitate
compliance with federal, state, and local governmental primary or secondary drinking water
regulations or wastewater treatment regulations; (2) address federal, state, and local governmental
primary or secondary health standards that have been exceeded or to prevent future violations of
such standards; (3) replace or upgrade aging water and/or wastewater infrastructure if needed to
achieve or maintain compliance with federal, state, and local governmental primary or secondary
regulations, and (4) be consistent with the utility’s most recent long-range plan on file with the
PSC. In addition, the PSC rulemaking should determine the filing requirements associated with
the application for a pass-through of the loan service or origination fee.

The Committee recommends that the Legislature issue a Memorial to Congress to
encourage the passage of pending legislation to eliminate the volume cap on Private Activity
Bonds for water and wastewater facilities. The Committee also recommends that the Governor
encourage Florida’s congressional delegation to support federal legislation to relax the restriction
on tax-exempt Private Activity Bonds for water and wastewater infrastructure.

The Committee recommends that the Legislature direct the Division of Bond Finance
within the State Board of Administration to review the allocation of Private Activity Bonds in
Florida with the specific purpose of determining how much is currently allocated to water and
wastewater projects, how much of the allocation amounts are unused and reallocated, and whether
an additional amount of the initial allocation or reallocation of Private Activity Bonds should be
targeted for water and wastewater infrastructure projects.

The Committee recommends that the Legislature issue a Memorial to Congress to
encourage amendment to the Federal Water Pollution Control Act, which would allow investor-
owned wastewater utilities to be eligible for funding through the wastewater loan program. In
addition, the Committee recommends that the Governor encourage Florida’s congressional
delegation to support federal legislation that would allow investor-owned wastewater utilities
access to this funding mechanism.
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Issue 3: Any tax incentives or exemptions, temporary or permanent, which are available to a
small water or wastewater utility.

The Committee recommends the following constitutional and statutory amendments related
to ad valorem and property tax exemptions:

The Committee recommends that Article VII, Section 3 of the Florida Constitution be
amended to add a new subsection (i), as follows:

Article VII, Section 3. Taxes: Exemptions.

(i) There shall be granted an ad valorem tax exemption for real property dedicated
to the provision of potable water by a community water system pursuant to Section
403.852(3) and investor-owned wastewater utilities.

The Committee recommends that Section 196.200, F.S., be amended to add a new
subsection (1), as follows:

196.200x_Investor-owned sewer and/or water company property exemption.—
(1) Property of any investor-owned sewer and water company owned or operated
by a Florida corporation, shall be exempt from ad valorem taxation, provided the
following criteria for exemption are met by the eligible investor-owned sewer
and/or water company:

(a) Rates for services rendered by the company are established by the governing
board of the county or counties within which the company provides service or by
the Public Service Commission, in those counties in which rates are requlated by
the commission.

(b) The property of the eligible investor-owned sewer and water company remains
dedicated to the provision of public utility services.

The Committee recommends that Section 212.087(7), F.S., be amended to add a new
subsection (kkk), as follows:

212.08(7) Miscellaneous exemptions.

(kkk) Investor-owned water and sewer companies. —Sales or leases to an investor
owned sewer and/or water company owned or operated by a Florida corporation,
are exempt from the tax imposed by this chapter if the sole or primary function of
the corporation is to construct, maintain, or operate a water or sewer system in this
state.
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Issue 4: The impact on customer rates if a utility purchases an existing water or wastewater
utility system.

The Committee recommends no legislative action regarding Issue 4.

Issue 5: The impact on customer rates of a utility providing service through the use of a
reseller.

The Committee recommends Section 367.022, F.S., be amended to add a new subsection
(9) as follows:

(9) Any person who resells water service to individually sub-metered residents or
tenants of property owned by that person at a price that does not exceed the actual
purchase price of the water plus the actual costs of meter reading and billing not to
exceed 9 percent.

Issue 6: The creation of a reserve fund to make low-cost funding accessible to investor-owned
water and wastewater utilities for addressing critical infrastructure needs.

The Committee recommends that the Legislature amend Section 367.081, F.S., to add a
new subsection (2)(c) as follows:

367.081 Rates; procedure for fixing and changing.

(2)(c) In establishing rates for a utility, the commission may authorize
creation of a utility reserve fund. The commission shall adopt rules to govern such a
fund, including, but not limited to, expenses for which the fund may be used,
segregation of reserve account funds, requirements for a capital improvement plan,
and requirements for commission authorization prior to disbursements from the
reserve fund.

The Committee recommends that Subsection 367.0814(3), F.S., be amended as follows:
367.0814 Staff assistance in changing rates and charges; interim rates.-

(3) The provisions of s. 367.081(1), (2)(a), 2(c), and (3) shall apply in determining
the utility’s rates and charges.
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Interim Rates.

The Committee recommends no legislative action regarding Issue 7.

Rate Case Expense.
The Committee recommends that the Legislature amend Section 367.0814(3) as follows:

(3) The provisions of s. 367.081(1), (2)(a), are-(3)_and (7) shall apply in determining the
utility’s rates and charges-, except, the commission shall not award rate case expense for
attorney or other outside consultant fees engaged for the purpose of preparation or filing
the case if a utility receives staff assistance in changing rates and charges pursuant to this
section unless the Office of Public Counsel or interested parties have intervened. The
commission may award rate case expense for attorney or other outside consultant fees,
when those fees are incurred for the purpose of providing consulting or legal services to the
utility after the initial staff report is made available to customers and the utility. In the
event of a protest or an appeal by a party other than the utility, the commission may award
rate case expense to the utility for attorney or other outside consultant fees for costs
incurred subsequent to the protest or appeal. The commission shall adopt rules to
implement this subsection.

The Committee recommends that the Legislature amend Section 367.0816, F.S., as follows:

Recovery of rate case expenses - (1) The amount of rate case expense
determlned by the commission to be reasonable pursuant to s. 367.081 the
e shall be
apportloned for recovery throuqh the ut|I|tv S rates over a perlod of 4 years. At the
conclusion of the recovery period, the rate of the public utility shall be reduced
immediately by the amount of case expense previously included in rates.

(2) A utility may recover the 4-year amortized rate case expense for only one rate
case at a time. In the event the commission approves and a utility implements a rate
change from a subsequent rate case pursuant to this section, the utility forfeits any
unamortized rate case expense from a prior rate case. The unamortized portion of
rate case expense for a prior case must be removed from rates before the
implementation of any additional amortized rate case expense for the most
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recent rate proceeding. This limitation shall not apply to the recovery of rate case
expense for a limited proceeding filed pursuant to Section 367.0822, F.S.

The Committee recommends that the Legislature amend Section 367.081(7), F.S., as
follows:

(7) The commission shall determine the reasonableness of rate case expenses and
shall disallow all rate case expenses determined to be unreasonable. No rate case
expense determined to be unreasonable shall be paid by a consumer. In
determining the reasonable level of rate case expense the commission shall consider
the extent to which a utility has utilized or failed to utilize the provisions of
paragraph (4)(b) and such other criteria as it may establish by rule. The
commission shall not award rate case expense which exceeds the total rate increase
approved by the commission, not including any rate case expense, in a rate case
filed pursuant to this section.

Issue 9: Quality of Service.

The Committee recommends amendment of Section 367.081, F.S., to establish a
mechanism within a rate case proceeding to require the PSC to consider the extent to which a
utility meets the secondary water and wastewater standards as established by DEP, and to requires
the PSC to conduct rulemaking to prescribe penalties, including fines and reductions of return on
equity, for a utility’s failure to adequately address the identified water or wastewater quality
concerns. (The text of the recommended statutory change is contained in Attachment 1V.9-D,
which is behind Issue 9, on page 115.)

Issue 10: Consideration of the Public Service Commission’s Used and Useful Rules.

The Committee recommends no legislative action regarding Issue 10.

Issue 11: Using technology to improve the efficiency of services provided by the PSC.

The Committee recommends no legislative action regarding Issue 11.
Issue 12: Review of PSC Policies and Procedures.

The Committee recommends the Legislature amend Section 367.081(4)(b), F.S., to
delegate specific rulemaking authority to the PSC to approve additional expenses for pass-through
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treatment, in addition to those currently contained in the statute. The PSC would be required to

revisit this rule at least every five years. (The recommended statutory language is contained in
Attachment IV.12-D, which is behind Issue 9, on page 143.)

The Committee recommends amendment to Section 367.081(4)(b), F.S., to add additional

expenses to those expenses currently contained in the statute as being eligible for pass-through

treatment. (The recommended statutory language is contained in Attachment 1V.12-E, which is
behind Issue 9, on page 145.)

The Legislature could choose to amend Section 367.081(4)(b), F.S., in either or both ways.
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APPENDIX 111: RECOMMENDED AGENCY RULEMAKING

Issue 1: The ability of a small investor-owned water or wastewater utility to achieve economies
of scale when purchasing equipment, commodities, or services.

The Committee recommends that Rule 60A-1.005, F.A.C. be amended to add a new
subsection (3) as follows:

(3) Any Public Service Commission or County certificated investor-owned
water or wastewater utility located and physically operating in the State of
Florida to serve Florida customers.

Issue 2: The availability of low interest loans to a small, privately-owned water or wastewater
utility.

The Committee recommends no rulemaking action regarding Issue 2.
Issue 3: Any tax incentives or exemptions, temporary or permanent, which are available to a
small water or wastewater utility.
The Committee recommends no rulemaking action regarding Issue 3.
Issue 4: The impact on customer rates if a utility purchases an existing water or wastewater
utility system.
The Committee recommends no rulemaking action regarding Issue 4.
Issue 5: The impact on customer rates of a utility providing service through the use of a
reseller.
The Committee recommends no rulemaking action regarding Issue 5.
Issue 6: The creation of a reserve fund to make low-cost funding accessible to investor-owned
water and wastewater utilities for addressing critical infrastructure needs.

The Committee recommends no rulemaking action regarding Issue 6.
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Issue 7: Interim Rates.

The Committee recommends no rulemaking action regarding Issue 7.

Issue 8: Rate Case Expense.
The Committee recommends no rulemaking action regarding Issue 8.
Issue 9: Quality of Service.

The Committee recommends no rulemaking action regarding Issue 9.

Issue 10: Consideration of the Public Service Commission’s Used and Useful Rules.

The Committee recommends no rulemaking action regarding Issue 10.

Issue 11: Using technology to improve the efficiency of services provided by the PSC.

The Committee recommends no rulemaking action regarding Issue 11.

Issue 12: Review of PSC Policies and Procedures.

The Committee recommends that the PSC initiate rulemaking to require investor-owned
water and wastewater utilities to conduct meetings with its customers at least annually. During
this annual meeting the utility should, at a minimum, provide the status of the utility’s operations,
present the results of the Consumer Confidence Report, explain the need for projected
improvements, and consider any customer comments.
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APPENDIX IV: RECOMMENDED AGENCY ACTIONS
OR OTHER

Issue 1: The ability of a small investor-owned water or wastewater utility to achieve economies
of scale when purchasing equipment, commaodities, or services.

The Committee recommends that the Florida Rural Water Association develop a statewide
online exchange/listing of available new and/or used equipment, materials, and supplies through
the Florida Rural Water Association website.

Issue 2: The availability of low interest loans to a small, privately-owned water or wastewater
utility.

The Committee took no action on the proposal to reduce the minimum loan amount related
to the drinking water State Revolving Fund program. However, the Committee recommends that
DEP review the SRF loan program requirements to determine if they can be streamlined.

The Committee encourages the creation of a collaborative outreach program targeting
investor-owned water and wastewater utilities to make them more aware of opportunities for
financial assistance. Such collaborative should to include, at a minimum, the PSC, DEP, Florida

Rural Water Association, Florida Section of the American Water Works Association and the
Florida Water Environment Association.

Issue 3: Any tax incentives or exemptions, temporary or permanent, which are available to a
small water or wastewater utility.
The Committee recommends no other agency action regarding Issue 3.
Issue 4: The impact on customer rates if a utility purchases an existing water or wastewater
utility system.
The Committee recommends no other agency action regarding Issue 4.
Issue 5: The impact on customer rates of a utility providing service through the use of a
reseller.

The Committee recommends no other agency action regarding Issue 5.
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Issue 6: The creation of a reserve fund to make low-cost funding accessible to investor-owned
water and wastewater utilities for addressing critical infrastructure needs.

The Committee recommends no other agency action regarding Issue 6.
Issue 7: Interim Rates.

The Committee recommends no other agency action regarding Issue 7.

Issue 8: Rate Case Expense.

The Committee recommends that the PSC revise its rate case noticing procedures to inform
customers on its initial notice after the order is issued by the Commission of the four-year rate case
expense reduction and provide the rate comparison that appears in the final rate case order.

Issue 9: Quality of Service.

The Committee encourages the DEP and PSC to update the existing Memorandum of
Understanding between the agencies to define a mechanism for each agency to share with the
other, any customer complaints received on water or wastewater secondary quality standards.

Issue 10: Consideration of the Public Service Commission’s Used and Useful Rules.

The Committee recommends no other agency action regarding Issue 10.

Issue 11: Using technology to improve the efficiency of services provided by the Public Service
Commission.

The Committee recommends that the PSC investigate the implementation of a fully
electronic, interactive online filing and review process for water and wastewater regulatory
activities. The investigation should address PSC functions that would be suitable for electronic

processing, the technical feasibility of implementation, and the costs and resources necessary to
implement such a process.
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Issue 12: Review of PSC Policies and Procedures.

The Committee recommends that the PSC investigate and consider the implementation of
measures to increase communication and education with Class C utilities, including more use of e-
mail and social media communication, video training, use of the WebEx technology, more
utilization of the PSC website, and regional help sessions for small utilities.

The Committee recommends that the PSC investigate measures to encourage or require
communication between utilities and customers outside of PSC proceedings.

The Committee recommends that the PSC investigate the feasibility and usefulness of
developing a database of metrics for use by its staff in evaluating utility operations and in
streamlining rate case review.

The Committee recommends that the PSC investigate whether a change in the content or
filing procedure of the Minimum Filing Requirements in a rate case proceeding is warranted.

The Committee recommends that the PSC investigate and, if appropriate, establish
standards and benchmarks for the evaluation of the customer service provided by water and
wastewater utilities.

The Committee recommends that the PSC explore the feasibility and usefulness of
requiring long-range plans from water and wastewater utilities. The PSC should consider that the
planning document include, at a minimum, a description of anticipated growth in customers or
other change in demand and how the utility plans to meet that demand; a description of all
anticipated infrastructure improvements or additions, including restoration and upgrading of
facilities and equipment, as necessary; and improvements needed to gain or maintain compliance
with DEP and other water and wastewater standards.

The Committee recommends that the PSC investigate the need for revisions to the Class C

annual report, specifically considering whether to add a requirement for a planning document and a
metrics reporting schedule.
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APPENDIX V: WRITTEN PROPOSALS BY COMMITTEE MEMBERS

Commissioner Mariano Conceptual Proposals for Legislation

Proposed Legislative and Requlatory Changes to PSC Regulation of Private Water and

Wastewater Utilities

Utility Operation and Maintenance matters:

Tie rate of return to regulatory compliance — for violations of rules relating to human
health and safety or environmental protection, rate of return shall be reduced until the
violation is corrected. If violation renders water undrinkable, utility billing should be
suspended on a pro-rata basis.

Utilities shall be required to prepare and maintain a plan for the routine maintenance,
restoration and upgrading of all facilities and equipment, to be approved by PSC.

Failure to adequately maintain, restore and upgrade facilities and equipment shall result
in reduction rate of return and in the market valuation of the utility in any future sale
and/or condemnation valuation.

Before a utility may recover in rates any investment in new or replacement capacity, it
must demonstrate to the PSC that it has communicated with governmental utilities in the
surrounding area about the possibility of interconnection in lieu of making new additions
or replacements, and that interconnection is not feasible or a more cost effective
alternative.

Rate Case Expense:

Allow the PSC to determine that all or a portion of a utility’s rate case expense is
unreasonable if quality of service is determined to be marginal or unsatisfactory, and cap
recovery of costs for legal services related to the rate case at the rate state agencies may
pay for specialized contract legal services unless the utility can prove certain exceptions
spelled out by the Florida Department of Legal Service’s Rules (Attorney General).

Prohibit the PSC from “stacking” recovery of rate case expense by allowing a utility to
recover rate case expense only after the expense from a prior rate case has been fully
amortized and is no longer reflected in customer rates.
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Utility Termination or Sale:

e In situation where the PSC revokes a certificate, require a court to consider certain minimum
factors when determining the amount of money a new permanent owner must pay for the
utility when that new owner is a local government or its governmental authority designee.
The factors should include:

e Reasons identified by the PSC for revoking or amending the certificate;

e Period of time the owner has owned the utility;

e History of the utility’s violations of laws, rules or standards;

e Investments made by the utility to comply with laws, rules and standards;

e Investments required to achieve compliance with laws, rules, and standards; and

e Injury or potential injury to the public health and safety or the environment from
past and current non-compliance.

Create a right of first refusal to nearby local governments to acquire water or sewer
systems where a bona-fide offer has been made to or by a private utility. Also provide
for delegation of this right to a governmental authority formed by interlocal agreement
pursuant to Ch. 163, F.S.

Certificate Origination and Expansion:

Currently, the PSC may deny an application for a new Class C wastewater utility
certificate if adequate service can be provided by extending or modifying a current
system. This authority should be expanded to include all water and wastewater utilities.

In considering an application for issuance or modification of a certificate of
authorization, the PSC may currently consider whether the application is consistent with
the local government’s comprehensive plan, but is not bound by the comprehensive plan.
The PSC should be required to deny an application when inconsistent with a local
government’s comprehensive plan, except in cases where denial could cause an
interruption in service to existing customers.

Regarding decisions to grant an original certificate, in addition to the current restrictions
regarding duplication and competition with other utilities, the PSC should have to
obligation to deny the certificate if an existing public utility system operates within 3
miles of the proposed service territory and is willing and able to the area.
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31

LEGISLATIVE PROPOSAL PROVIDED BY
COMMISSIONER JACK MARIANO

s. 71112 F.S.

A bill to be entitled
An  act relating to water and wastewater
utilities; creating s. 74.112, F.5.; requiring
courts to consider certain factors in determining
the amount of deposit and final compensation a
local government must pay when taking ownership
of certain utilities for which the Florida Public
Service Commission has cancelled, revoked,
rescinded or amended a certificate of
authorization; amending B. 367.045, F.5.;
expanding the types and classes of utilities for
which the Florida Public Service Commission may
deny a certificate of authorization, or an
amendment thereto, when service can be provided
by extending or medifying a current utbility
system; requiring the Flerida Public Service
Commission to consider the comprehensive plan of
a county or municipality prier to granting or
amending a certificate of authorization; amending
8. 367.071, F.S5.; providing a local government
the right of first refusal to purchase a water or
wastewater wutility for sale within the local
government ; providing exceptions; providing
procedures for notificatien to the local
government of a bona fide offer or acceptance;
providing a time frame autheorizing the transfer
‘of the local government’s right of first refusal
to a governmental authority created pursuant to
ch. 163, F.5.; providing time reguirements for
the exercise of the right of first refusal by a

local government or governmental authority;

1
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33
34
35
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37
38
39
40
41
42
43

45

47

49

51
52
53
54
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58
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61
62

providing methods of allocating price in sales
involving multiple jurisdictions or sales based
on stock transfers; providing that the provisions
relating te the right of first refusal are
effective in every county of this state; amending
5. 357.081, F.5.; prohibiting the commission from
considering a utility's construction, expansion
or replacement of certain utility plant for
inelugioen in ratebase unless the utility makes
certain specified demonstrations by competent
substantial ewvidence; authorizing the commission
to find a utility's rate cage expense
unreagonable if the utility's gquality of service
iga marginal or unsatisfactory; establishing a cap
on hourly rates for legal services which may be
determined to be reasonable for the purposes of
authorizing recovery of rate case expenses in
rates; providing exceptions; amending =,
367.0816, F.S5.; limiting the recovery of rate
case expense to one case at a time; and providing

an effective date.
Be It Epacted by the Legiglature of the State of Florida:
Section 1. A new section 74.112, Florida Statutes, is

created to read:

74.112 Cancellation, revocation or amendment of water

or wastewater utility certificate of authorization.—

In any action in which a local government, or a

separate legal entity created by interlocal agreement

pursuant to chapter 163 which is acting as the local

2
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63

67
68
69
70
71
72
73
T4
75
76

78
79
80
81
82
83

85
B
87
8%
89

a1
92
93

govermment's designee, has taken or may take possessicn of

property from a utility which has had its certificate of

authorization cancelled, revoked, rescinded or amended to

delete service territory by the Florida Public Service

Commission pursuant to law, when determining the deposit

required to vest title to such assets immediately in the

local government or its designee and in determining the

final compensation to be paid to the utility, if any, the

court shall coneider, at a minimum, the following:

(1) The reasons identified by the Florida Public

Service Commisgicn for cancelling, revoking, rescinding or

amending the utility’'s certificate of authorization;

(2) The period of time the owner has owned the

utility;
{3) The history of the utility's viclations of laws,

rules or standards applicable to utility operations;

(4} The investments made by the utility to comply with

laws, rules and standards applicable to utility operations;

(5) The investments regquired to achieve compliance

with lawe, ruleg and standards applicable to utility

operations; and

[6) Whether injury to the public health and safety or

to the environment from past and current non-compliance of

the utility with laws, ruleg and standards applicable to

utility operaticnes has, or may, occur.

Secticn 2. Subsection (5) of section 367.045, Florida
Statutea, is amended to read:

(5) {(a) The commission may grant or amend a certificate
of authorization, in whole or in part or with medifications
in the public interest, but may not grant authority greater
than that requested in the application or amendment thereto

3
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and noticed under this section; or it may deny a
certificate of authorization or an amendment to a
certificate of authorizaticn, if in the public interest.
The commission may deny an application for a certificate of
authorization for any new water or wastewater system €iass
O wastewsker systos—as—defined by commigeren vule, 1L the
public can be adequately served by modifying or extending a

current water or wastewater system. The commission may not

grant a certificate of authorization for a proposed system,
or an amendment to a certificate of authorization for the
extension of an existing system, which will be in
competition with, or a duplication of, any other system or
portion of a system, unless it first determines that such
other gystem or portion thereof is inadeguate to meet the
reasonable needs of the public or that the person operating
the system is unable, refuses, or neglects to provide
reasconably adeguate service.

(b) When granting or amending a certificate of
authorization, the commission shallreed-mnet consider
whether the issuance or amendment of the certificate of
authorization is inconsistent with the local comprehensive
plan of a county or municipality whenuslese a tCimely
objection to the notice reguired by this section has been
made by an appropriate motion or application. If such an
objection has been timely made, the commission shall

consider-—but—se—not—bound-byr the local comprehensive plan

of the county or municipality. If the application for an

initial certificate of authorization is determined by the

commission to be inconsistent with the local comprehensive

plan of the county or municipality, the commission shall
deny the application. If the application for an amendment

4
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to an existinc certificate of authorization is determined

to be inconsistent with the local comprehensive plan, the

commission shall deny the application unless it also

determines that denial of the application would result in

an interruption of service to the utility’'s current

customers of current residents in the amended area proposed

to be included in the certificate of authorization cannct

obtain service economically from ancther gervice provider.
SBection 3. Subsections (7) through (10} are added to
gection 367.071, Florida Statutes, to read:

367.071 Sale, assignment, or transfer of certificate
of authorization, facilities, or control.—

(7) Local government’s right of first refusal. -

(a) Wo person, firm, corpeoration, partnership,

agssociation, or any other non-governmental entity of any

kind owning a water or wastewater utility in this state may

gell any such water or wastewater utility without first

notifying the governing body of the local government in

which the majority of its eguivalent residential

connections served by the utility are located and offering

such local government the right to purchase the utility.

(b} A non-governmental owner of a water or wastewater

utility desiring teo sell its franchise, water system or

wastewater system, or facilities located in this state that

has received a bona fide offer or acceptance from any

potential buyer which is satisfactory to the owner shall

notify the local government of the offer or acceptance

stating the price, terms, and conditions of sale and

provide a copy of the proposed contract of sale together
with all exhibita, within 10 days of the receipt of the

offer or acceptance.

5
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(e} After notification of a bona fide offer or

acceptance pursuant to paragraph (b), the local government

shall have the right to purchase the franchise, water

system or wastewater system or facilicies that are the

subject of the offer or acceptance at the price, terms and

conditions of the bona fide offer or acceptance by

executing a contract with the owner within 45 days, unless

agreed to otherwise, from the date of receipt of the notice

of the offer or acceptance. If the local government fails

to execute a contract with the owner within such 45-day

periocd, and the owner does not alter or amend the terms of

the bona fide offer or acceptance in negotiating a sale to

the local government, or the local government does not

adopt a resclution transferring its right of first refusal

to a governmental authority created pursuant to chapter

163, then the owner has no further obligations under this

subsection.

id) The lecal govermment shall have until the later of

the closing date set forth in the bona fide offer or

acceptance or 120 days from the local government’s

execution of a contract pursuant to paragraph {(c) to close

the transaction. The contract between the owner and the

local government shall be freely assignable by the local

government.
(e} If the local government does not exercise the

right of first refusal granted by this subsection and the

owner thereafter offers the franchige, utility, water

gystem or wastewater system on different terms or at a

price lower than the price specified in the notice to the

local government, the owner shall so notify the local

government and provide copies of the proposed contract of

&
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sale containing the revised terms and conditions together
with all exhibits to the local government within 10 days of

the receipt of the received offer. The local government

ghall have an additional 30 days from the date of the

receipt of the notice of the received offer to meet the

revised price, terms and conditicns by executing the

proposed contract.

(£} A local government that receives notice of a bona

fide offer or acceptance pursuant to paragraph (b)) may, by

regoluticon of the governing body of such local government,

authorize a governmental authority created by interlocal

agreement pursuant to chapter 163 to exercise the local

government ' s right of first refusal granted by this

subsection. If the local government adopts a resoclution

transferring its right of first refusal to a governmental

authority, the authority shall be required tec act within

the time periods specified in this subsection asg if the

date of the resolution of the local government was the date

of notice of the bona fide offer or acceptance.

(8) Exceptions to a local government’s right of first

refusal. - Notwithetanding the provisions of subsection

{7), a local government shall not have a right of first

refusal under the following circumstances:

(a) Any sale or transfer to a person who would be

included within the table of descent and distribution if

the owner were to die intestate.

(b) Any transfer by gift, devise, or operation of law.

{c) Any transfer by a partnership to any of its
partners.

7
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(d) Any conveyance of an interest in a water or

wastewater utility’'s facilities incidental to the financing

of capital improvements.

{e) A conveyance resulting from the foreclosure cof a

mortgage, deed of trust, or other instrument encumbering a

water or wastewater utility or any deed given in lieu of

such foreclosure.
(£) Any sale or transfer between or among joint

tenants or tenants in common owning a water or wastewater

utility.
{g) Any purchase of a water or wastewater utility by a

governmental authority.

{2} Applicability of right of first refusal te multi-

jurisdictional utilities and stock purchases. - In the

event a person, firm, corporation, partnership,

assgoclation, or any other non-governmental entity of any

kind owning a water or wastewater utility in this state

desires te gell to a non-governmental entity a water or

wastewater utility located within a local government

together with a utility located cutgide of the same local

government, the purchase price to be paid by the local

government shall be the price set forth in the contract of

sale for such portion of the water or wastewater utility

located within the local government. In the absence of an

allocation of purchase price in the contract of sale

between a utility located in the local govermment and one

located in another loecal government, the purchase price pet

forth in the contract of sale shall be allocated by

dividing the purchase price by the number of equivalent

residential connections currently serviced by the syatems

to be gold and multiplying the guotient by the number of
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egquivalent residential connections located within the local

government. In the event of a proposed stock purchase, the

local government ghall have the right to purchase the water

or wastewater utility located within the local government

at a price equal to the purchase price allocation method

for a multi-jurisdictional sale plus an allccation of the

outstanding debt of the utility. The porticm of the

outstanding debt to be allocated to the water or wastewater

utility te be purchasged by the local government shall be

determined in the same manmnner as the purchase price

allocation. For the purpose of the allocations required by

this subsection, an equivalent residential conmection for a

water utility shall egual 350 gallons per day, and an

equivalent residential connection for a wastewater utility

shall egual 280 gallons per day. Together with the notice

reguired in subsection (7}, the utility shall provide the

local government with the data necessary to determine

egquivalent residential connections for the purpeses of this

gubsection. The owner of the water or wastewater utility

may identify an alternative method for allocating the

purchase price to that portion of the utility located

within the local govermment. The local government has sole

discretion in determining the acceptability of the owner's

alternative methed of allocation.

{10} Notwithstanding the provisicns of s. 367.171,

gubsections (7) through (9) shall be effective in all

counties of this state.

Section 4. Subsections (4), (5) and (e)of Section
3157.081, Florida Statutes, are renumbered as subsections
{5}, (8) and (7), present subsection (7) is amended and

=}
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renumbered as subsection (8), and a new subsection (4) is
added to said section, to read:
367.081 Rates; procedure for fixing and changing.—
{4) For the purpose of determining rate base, the

commission shall not consider a utility’'s investment in any

new construction, expansion or replacement of a utility's

water treatment plant, wells, wastewater treatment plant or

effluent disposal facilities to be either prudently

incurred or used and useful in the public service unless

the utilility presents competent substantial evidence

establishing that:

fa) The utilicy notified each government or

governmental authority which owns or operates a utility

system within the same county or an adjoining county
wherein the utility intended to construct, expand, or

replace such utility property, of its intent to do so;

(b) Interconnecting the utility's property with the

utility system owned or operated by such local government

or governmental authority in lieu of such construction,

expansion, or replacement by the utility was cost

prohibitive, or otherwise not feasible;

(e} The local govermment or governmental authority was

given pufficient informaticn pertaining to the proposed new

construction, expansion, or replacement project and the

cpportunity to provide a competitive bid to the utility on

not lesgs than S0-days-notice for the interconnection of the

utility’'s property to the utility system operated by the

local government or governmental authority in lieu of such

construction, expansion or replacement; and

{d} The local government or governmental authority:

1. Failed to respond to the utility’'s notice;

10
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2. Agreed with the utility that interconnecticn of the

utility‘s property was cost preohibitive or otherwise not

feasible; or
i, Presented a bid for interconnection which wag not

the least cost alternative available to the utility, and

wag not preferable to the proposed construction, expansion,

or replacement by the utility for public health and safety

or environmental reasons.

{5)+443(a) On or before March 31 of each year, the
commission by order shall establish a price increase or
decrease index for major categories of operating costs
incurred by utilities subject to its jurisdictiom
reflecting the percentage of increase or decrease in such
cogta from the moat recent 1l2-month historical data
available. The commisgion by rule shall establish the
procedure to be used in determining such indices and a
procedure by which a utility, without further action by the
commissgion, or the commiggion on its own motion, may
implement an increase or decrease in its rates based upon
the application of the indices to the amount of the major
categories of operating costs incurred by the utility
during the immediately preceding calendar year, except to
the extent of any disallowances or adjustments for thoge
expenses of that utility in its most recent rate proceeding
before the commissicon. The rules shall provide that, upon a
finding of good cause, including inadecuate service, the
commission may order a utility to refrain from implementing
a rate increase hereunder unless implemented under a hond
or corporate undertaking in the same manner as interim
rates may be implemented under s. 367.082. A utility may
not use this procedure between the cofficial filing date of

11
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the rate proceeding and 1 year thereafter, unless the case
is completed or terminated at an earlier date. A utility
may not use this procedure to increase any operating cost
for which an adjustment has been or could be made under
paragraph (b}, or to increase its rates by application of a
price index other than the mogt recent price index
authorized by the commigsion at the time of filing.

(B} The approved rates of any utility which receives
all or any portion of its utility service from a
govermmental authority or from a water or wastewater
utility regulated by the commission and which redistributes
that service to its utility custcomers shall be
automatically increased or decreased without hearing, upon
verified nmotice to the commission 45 days prior to its
implementation of the increase or decrease that the rates
charged by the governmental authority or other utility hawve
changed. The approved rates of any utility which is subject
to an increase or decrease in the rates or fees that it is
charged for electric power, the amount of ad valorem taxes
assessed against its used and useful property, the fees
charged by the Department of Environmental Protection in
connection with the National Pollutant Discharge
Elimination System Program, or the regulatory assessment
fees imposed upon it by the commission shall ke increased
or decreased by the utility, without action by the
commission, upon wverified notice to the commiesion 45 days
prior to itg implementation of the increase or decrease
that the rates charged by the supplier of the electric
power or the taxes imposed by the govermmental authority,
or the regulatory assessment fees imposed upon it by the

commigsion have changed. The new rates authorized shall

12
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reflect the amount of the change of the ad valorem taxes or
rates imposed upon the utility by the governmental
authority, other utility, or supplier of electric power, or
the regulatory assessment fees imposed upon it by the
commission. The approved rates of any utility shall be
automatically increased, without hearing, upon verified
notice to the commission 45 days prior to implementation of
the increase that costs have been incurred for water
quality or wastewater guality testing reguired by the
Department of Envirommental Protection. The new rates
authorized shall reflect, on an amortized basis, the cost
of, or the amount of change in the cost of, regquired water
quality or wastewater guality testing performed by
laboratorieg approved by the Department of Environmental
Protection for that purpose. The new rates, however, shall
not reflect the costs of any reguired water guality or
wastewater quality testing already included in a utility’'s
rates. A utility may not use this procedure to increase its
rates as a result of water guality or wastewater guality
testing or an increase in the cost of purchased water
services, sewer services, or electric power or in assessed
ad valorem taxes, which increase was initiated more than 12
months before the filing by the utility. The provisions of
this subsgection do not prevent a utility from seeking a
change in rates pursuant to the provisions of subsection
(2).

(c) Before implementing a change in rates under this
gpubsection, the utility shall file an affirmation under
oath as to the accuracy of the figures and calculations
upon which the change in rateg is based, stating that the
change will not cause the utility to exceed the range of

13
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its last authorized rate of return on eguity. Whoever makes
a false statement in the affirmation required hereunder,
which statement he or she does not believe to be true in
regard to any material matter, is guilty of a felony of the
third degree, punishable as provided in g, 775.082, 3.
775.083, or 8. 775.0B4.

(d) If, within 15 months after the filing of a
utility’s annual report required by s. 367.121, ths
commission finds that the utility exceeded the range of its
last authorized rate of return on equity after an
adjustment in rates as authorized by this subsection was
implemented within the year for which the report was filed
or was implemented in the preceding year, the commission
may order the utility to refund, with interest, the
difference toc the ratepayers and adjust rates accordingly.
This provisicn shall not be construed to reguire a bond or
corporate undertaking not otherwise required.

le) Notwithstanding anything herein to the contrary, a
utility may not adjust its rates under this subsection more
than two times in any 12-month pericd. Feor the purpose of
this paragraph, a combined application or simultaneously
filed applications that were filed under the provisions of
paragraphs {a) and (b) shall be considered cne rate
adjustment.

{€£} The commission may regularly, not less cften than
once each year, establigh by order a leverage formula or
formulae that reasonably reflect the range of returns on
common equity for an average water or wastewater utility
and which, for purpcses of this section, shall be used te
calculate the last authorized rate of return on equity for

any utilicy which otherwise would have no established rate

14
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of return on eguity. In any other proceeding in which an
authorized rate of return on eguity is to be established, a
utility, in lieu of presenting evidence on its rate of
return on common equity, may move the commission te adopt
the range of rates of return on common eguity that has been
eatablished under this paragraph.

{6)+45+ An application for a rate change must be
accompanied by a fee as provided by s. 367.145, except that
no fee shall be required for an application for a rate
change made pursuant to subsection (4).

{7146+ The commission may withhold consent te the
operation of any rate regquest or any portion thereof by a
vote to that effect within 60 days after the date of filing
of the rate request, or within a shorter period established
by rule of the commission. The order shall state a reason
or statement of good cause for the withholding of consent.
The commission shall provide a copy of the order to the
utility and all interested persons who have requested
notice. Such consent shall not be withheld for a period
longer than 8 months following the date of filing. The new
rates or all or any portion thereof not consented to may be
placed into effect by the utility under a bond, escrow, or
corporate undertaking subject to refund at the expiration
of such perioed upon notice to the commission and upon
filing the appropriate tariffs. The commission shall
determine whether the corporate undertaking may be filed in
lieu of the bond or escrow. The utility shall keep
accurate, detailed accounts of all amounts received because
of such rates becoming effective under bond, escrow, or
corporate undertaking subject to refund, specifying by whom

and in whose behalf such amounts were paid. In ite final

15
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order relating to such rate regquest, the commission shall
direct the utility to refund, with interest at a fair rate
to be determined by the commission in such manner as it may
direct, such portion of the increased rates which are found
not to be justified and which are collected during the
pericds specified. The commission shall provide by rule for
the digpeosition of any funds not refunded, but in no event
shall such funds accrue to the benefit of the utility. The
commission shall take final action on the docket and enter
its final order within 12 months of the official date of
filing.

{8}47) The commission shall determine the
reasonableness of rate case expenses and shall disallow all
rate case expenses determined to be unreascnable. No rate
case expense determined to be unreasonable shall be paid by
a consumer. In determining the reascnable level of rate
cage expense, the commigsion shall consider the extent teo
which a utility has utilized or failed to utilize the
provisions of paragraph (5)-44+(a) or paragraph (5)-+4+(b)}
and such other criteria as the commission establishes it

may—establieh by rule. If a utility pays hourly rates for
legal services related to the rate case that are in excess

of the rates esatablished by the department of legal affairs

in its standard fee schedule for gpecialized attorney

gervices, the commissicn shall determine the amount paid in

excegss of the standard fee to be unreagonable unlegs the

utility demcnstrates by competent substantial evidence the

applicability of one or more criteria set forth in the

standard fee schedule exceptions adopted by the department

of legal affairs. In a rate case proceeding, a finding by

the commission supported by competent substantial evidence

16
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that a utility's quality of service is marginal or

unsatisfactory shall be a sufficient bagis suppeorting a

determination by the commission that all or a portion of

the utility's rate case eXpense 15 unreascnable. ﬁ:{?”

(3)483 A utility may specifically request the
commission to procese ite petition for rate relief using
the agency’'s proposed agency action procedure, as
prescribed by commigsion rule. The commission shall enter
its vote on the proposed agency action within 5 months of
the official filing date. If the commission’'s proposed
action is protested, the final decision shall be rendered
by the comnission within 8 months of the date the protest
is filed. At the expiration of 5 months following the
official £filing date, if the commission has not taken
action or, if the commission’'s action is protested by a
party other than the utility, the utility may place its
requested rates into effect under bond, escrow, or
corporate undertaking subject to refund, upon notice to the
commission and upon filing the appropriate tariffs. The
utility shall keep accurate records of amounts received as
provided by subsection (7)-+4&-.

Section 5. Section 367.0816, Florida Statutes, is
amended to read:

367.081l6 Recovery of rate case expenses.—

(1} The amount of rate case expense determined by the

commission to be reasonable pursuant to 8. 367.081 £he

utilities—wate shall be apportioned for recovery thrdugh

the utility's rates over a period of 4 years. At the

conclusion of the recovery peried, the rate of the publie

17
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utility shall be reduced immediately by the amount of rate
case expense previously included in rates.

{2) A utility may recover the 4-year amortized rate

case expense for only one rate casge at a time. Any rate

cage expense for a prior rate proceeding must be fully

amortized before a utility is eligible to recover in its

rates any additional rate case expense related to its most

recent rate proceeding.

Section 6. This act shall take effect upon becoming

law.

1B
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OPC Conceptual Proposals

PROPOSED IDEAS FOR CONSIDERATION BY THE WATER STUDY COMMITTEE

Rate Case Expense

Section 367.081(7), F.S., provides that the Commission shall determine the
reasonableness of rate case expenses to be awarded to a utility that files a petition for a rate
increase. Section 367.0816, F.S., provides that the amount of rate case expense determined by
the Commission shall be apportioned for recovery over a period of 4 years. Section 367.0814,
F.S., provides the Commission may establish rules to allow a water or wastewater utility whose
gross annual revenues are under $250,000 to request and obtain staff assistance for the purpose
of changing its rates or charges; i.e., in filing a petition for a rate increase. These are commonly
referred to as Staff Assisted Rate Cases or SARC.

Proposal 1: As a general rule, the Commission should not award rate case expenses for
attorney or consultant fees in staff assisted rate cases (SARC’s). However, if in the course of
processing a SARC, the Commission staff requires the assistance of an outside consultant, the
reasonable cost of the consultant’s services should be recoverable from ratepayers as rate case
expense.

Proposal 2: In a proceeding under Section 367.081, F.S., (“file and suspend” rate case) or
Section 367.0814, F.S., (staff assisted rate case), the revenue requirement approved by the
Commission should only include the four-year amortization of the rate case expense in the
instant case. Any unamortized rate case expense associated with an earlier rate case filing should
be discontinued. This limitation should not apply to rate case expense associated with limited
proceedings, filed pursuant to Section 367.0822, F.S.

Proposal 3: In no event should an award of rate case expense exceed the total rate
increase approved by the Commission (not including any rate case expense) in a “file and
suspend” rate case filed pursuant to Section 367.081, F.S.

Interim Rates

Section 367.082, F.S., provides that the Commission may award interim rate increases
during the pendency of a rate case filing. If a prima facie case is established, this statute
provides the Commission shall authorize an interim rate increase within 60 days of the filing for
such relief. Section 367.021(9), F.S., defines “official date of filing” to mean the date upon
which it has been determined that the utility has filed with the clerk the minimum filing
requirements as established by Commission rule. The process for the “determination of official
date of filing” is set forth in Section 367.083, F.S.
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Proposal 1: No interim rate increases should be awarded until and unless a utility files its
completed set of the minimum filing requirements as set forth in the Commission’s rules and
Section 367.083, F.S. Section 367.082(2)(a), F.S., should be amended to require the
Commission to authorize collection of an interim rate increase only after the official filing date
has been established pursuant to Section 367.083, F.S.

Quality of Service

Pursuant to Chapter 403, F.S., and Chapters 62-550, 555, 560, 602 and 699, F.A.C., the
Florida Department of Environmental Protection (FDEP) is responsible for implementing and
enforcing the Federal and State Safe Drinking Water Acts. Pursuant to Chapter 403, F.S., and
Chapters 62-600, 604, 610, 620, 621 and 640, F.A.C., FDEP is also responsible for permitting
and monitoring wastewater facilities in the state. Depending upon the capacities of the water and
wastewater systems, some of these responsibilities are delegated to County Health Departments.

The focus of FDEP’s permitting, monitoring and enforcement of water systems is to
guarantee the health and safety of public drinking water. The focus of FDEP’s permitting,
monitoring and enforcement of wastewater systems is to ensure that discharges from wastewater
operations do not degrade the environment, including the aquifer, and do not pose a threat to the
public’s health and safety. FDEP is the state agency which has been granted “primacy” to
protect the environment and the water supply from contaminates that can be injurious to the
public’s health and safety.

While FDEP has established secondary standards for water (taste, smell and color), the
focus of its monitoring and enforcement actions is to ensure compliance with its primary
standards that protect the public’s health and safety. Likewise, the focus of FDEP’s monitoring
and enforcement of wastewater operations is to ensure that the wastewater product (effluent) is
sufficiently treated so that its discharge into the environment will not degrade the environment,
including the aquifer, and will not pose a threat to the public’s health and safety.

In some water cases, the Commission has made a finding that the quality of the product is
satisfactory because it meets “FDEP standards,” and is not the subject of a FDEP consent order
or other enforcement action, even when the water is discolored, smells or tastes bad. In some of
the more egregious cases, the customers could not drink, cook or bathe with the water, or use it
to wash clothes. In some wastewater cases, the Commission has made a finding that a
wastewater system meets “FDEP’s standards” and is not the subject of any consent order or other
enforcement action; however, the customers (particularly those living close to the treatment
plant) suffer from noxious odors that destroy the quality of their lives and the value of their
homes and property.
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With regard to water systems, the Commission’s determination of the value and quality
of the utility’s product does not adequately consider the extent to which the utility fails to meet
reasonable secondary water standards (taste, smell or color) and the degree to which customers

can use the water for normal daily living. With regard to wastewater systems, the Commission’s
determination of the value and quality of the wastewater service does not adequately consider the
extent to which the utility fails to meet reasonable secondary wastewater standards, and the
degree to which the wastewater operation produces excessive odors in the service territory.

Proposal 1: Section 367.081, F.S., should be amended to require the Commission to
adopt rules to establish secondary water and wastewater standards and to establish a rating
system which assesses the degree to which a utility meets the secondary water and wastewater
standards. When the standards are not being met, the rule should require the utility to provide
estimates of the costs and benefits of various solutions to the secondary standard problems. The
rule should also prescribe penalties and sanctions if a utility fails to provide water and
wastewater service that meets the secondary standards or fails to offer possible solutions to the
problem(s). The Commission should consider compliance with the secondary water and
wastewater standards in all rate proceedings to set new rates.
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Office of Public Counsel
Proposed Lanquage for Statutory Changes

1. Rate Case Expense — Proposal 1
Section 367.0814(7), F.S., is amended to read:
(3) The provisions of s.367.081(1),(2) and (3) shall apply in determining the utility’s rates

and charges. However, the commission shall not award rate case expense for attorney

or other outside consultant fees if a utility receives staff assistance in chanqging rates

and charges pursuant to this section. However, in the event of a protest or a appeal by

a party other than the utility, the commission may award rate case expense for attorney

or other outside consultant fees to the utility for costs incurred subsequent to the protest

or appeal.

2. Rate Case Expense — Proposal 2
Section 367.0816, F.S., shall be amended to read:
Recovery of rate case expenses. — The amount of rate case expense determined

by the commission pursuant to the provisions of this chapter to be recovered through a
public utilities rate shall be apportioned for recovery over a period of 4 years. At the
conclusion of the recovery period, the rate of the public utility shall be reduced
immediately by the amount of rate case expense previously included in rates. Only one
4 year amortization of rate case expense shall be recovered in rates at any given time.

If the commission approves the recovery of rate case expense in a subsequent case

prior to the conclusion of the recovery period of a prior case, the recovery of the rate

case expense for the prior case shall immediately cease upon the commencement of

the new rate, including recovery of rate case expense for the subsequent case. This

limitation shall not apply to the recovery of rate case expense for a limited proceeding
filed pursuant to Section 367.0822, F.S.
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3. Rate Case Expense — Proposal 3

Section 367.081(7), F.S., shall be amended to read:

(7) The commission shall determine the reasonableness of rate case expenses
and shall disallow all rate case expenses determined to be unreasonable. No rate case
expense determined to be unreasonable shall be paid by a consumer. In determining
the reasonable level of rate case expense the commission shall consider the extent to
which a utility has utilized or failed to utilize the provisions of paragraph (4)(b) and such
other criteria as it may establish by rule. The commission shall not award rate case

expense which exceeds the total rate increase approved by the commission, not

including any rate case expense, in a rate case filed pursuant to this section.

4. Interim Rates — Proposal 1

Section 367.082(2)(a), F.S., shall be amended to read:

(2)(a) In a proceeding for an interim increase in rates, the commission shall
authorize, within 60 days of the filing-forsuch—relief official filing date, the collection of

rates sufficient to earn the minimum of the range of rate of return calculated in

accordance with subparagraph (5)(b)2. The difference between the interim rates and
the previously authorized rates shall be collected under bond, escrow, letter of credit, or
corporate undertaking subject to refund with interest at a rate ordered by the

commission.

5. Quality of Service — Proposal 2
Add new subsections 3.-5. to Section 367.081(2)(a), F.S.
Section 367.081(2)(a) 3., 4., and 5., is added as follows:

3. In determining the value and quality of water service provided by a utility the

commission shall consider the extent to which the utility meets reasonable secondary

water standards reqgarding the taste, smell or color of the water and the extent to which

the customers can use the water to drink, cook, bathe and wash clothes.
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4. In determining the value and quality of wastewater service provided by a utility

the commission shall consider the extent to which the utility meets reasonable

secondary wastewater standards regarding avoidance of odor produced by the

wastewater operation in the utility’s service territory.

5. The commission shall adopt rules to establish secondary water and

wastewater standards and to establish a rating system which assesses the degree to

which a utility meets those standards. When the standards are not met the rules shall

require the utility to provide estimates of the costs and benefits of various solutions to

the secondary standard problems. The utility shall be required to meet with its

customers to discuss the costs and benefits of the various solutions and report the

conclusions of these meetings to the commission. The rules shall prescribe penalties

and sanctions if a utility fails to offer possible solutions to the problem(s) or if the utility

fails to adequately address the secondary standard problems.
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From: Terrero, Ralph (WASD) [TERRERO@miamidade.gov]

Sent: Wednesday, January 30, 2013 11:00 AM

To: JoAnn Chase

Cc: Greg Shafer; Larry Harris; Katherine Pennington

Subject: RE: Water Study Committee - Discussion document for conference call on 1/31
JoAnn, In addition to Gary’s List, here are some quick issues we are also experiencing that could be
related to IOU, please pass these to the other Committee members, tnx, Ralph

Current Pass Throughs

= Electric Power
= Ad Valorem Taxes
= Water or Wastewater Testing required by FDEP

Suggested Additional Pass Throughs

= Loan service origination fees — SRF, USDA RD, etc.

= Water/Wastewater Sludge hauling / disposal cost increases

= Elevated and Ground Storage Tank Engineering Inspections (5-year) as required by FDEP

= QOperator and Distribution System License Fees as required by FDEP

= Water or Wastewater Operating Permit Fees as required by FDEP/Local Municipalities

= Installation of automatic flushing valves for dead end lines as required by FDEP/Cost of
pumping/chemicals to maintain secondary drinking water standards

= Consumptive Use Permit Fees as required by WMD’s

= Treatment Chemicals (chlorine, chloramines, ortho/polyphosphate, etc.) required to meet
SDWA and CWA(A good publication from WRF “Supply of Critical Drinking Water and
Wastewater Chemicals-A White Paper for Understanding Recent Chemical Price Increases and
Shortages”

= Staffing requirements as required by FDEP for Capacity Development

= Annual Audits

= Annual Reports / User Meeting /other PSC requirements and cost

= Consumer Confidence Reports-- Prepare and deliver

= Monitoring/Lab equipment to achieve DEP SOP’s

= Rate Case Expense

= System Mapping requirement fees per DEP

= Odor abatement per DEP

= Risk Management Plans per DEP/Security

=  Fuel/Natural/LP gas

= Local Permits(seems like municipalities are being more strict on ROW Permitting and Repairs)(In
Dade County, before you could patch an intersection, today you have to resurface the complete
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intersection. Difference in cost from $4500 to $40000 each project). Also service lines
construction cost increases from $1500 Average to $3500 +/-

Cost of MOT

Emergency Infrastructure Replacement

Emergency Interconnections

Scada
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Ralph Terrero Annual Report Proposal

Annual Report:
Schedule E-11, Executive Summary Section (One each, water and wastewater)

System Name

County

No. Customers
No. ERCs

Size Plant

Treatment Type

Volume Sold
Vol. Produced
Vol. Purchased

Diff. between Sold and Produced+Purchased

Operating Costs

Cost of Power

Chemicals Used

(chemical/volume/cost)

(chemical/volume/cost)

(chemical/volume/cost)

(chemical/volume/cost)

(chemical/volume/cost)

Employees

No. Mgt. Emps.

No. Cust. Serv. Emps.
No. Ops./Maint. Emps.
Total Emps.

Serv. Avail. Charges [per customer]
[Type/Amt.($)]
[Type/Amt.($)]

Bills:
3,000/mo.
5,000/mo.
7,000/mo.
10,000/mo.
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Gary Williams Pass-Through Proposal

From: Gary Williams [gary.williams@frwa.net]

Sent: Monday, January 28, 2013 4:37 PM

To: JoAnn Chase; Greg Shafer

Subject: information | mentioned at recent meeting and handed in hand written.
Florida Public Services Commission Rate Pass Throughs

Current Pass Throughs

= Electric Power
= Ad Valorem Taxes
= Water or Wastewater Testing required by FDEP

Suggested Additional Pass Throughs

= Loan service origination fees — SRF, USDA RD, etc.

= Sludge hauling / disposal cost increases

= Elevated and Ground Storage Tank Engineering Inspections (5-year) as required by FDEP

= Operator and Distribution System License Fees as required by FDEP

= Water or Wastewater Operating Permit Fees as required by FDEP

= Installation of automatic flushing valves for dead end lines as required by FDEP

= Consumptive Use Permit Fees as required by WMD’s

= Treatment Chemicals (chlorine, chloramines, ortho/polyphosphate, etc.) required to meet SDWA
and CWA

= Staffing requirements as required by FDEP for Capacity Development

= Annual Audits

= Annual Reports / User Meeting /other PSC requirements and cost

= Consumer Confidence Reports-- Prepare and deliver

= Monitoring/Lab equipment to achieve DEP SOP’s

= Rate Case Expense

= System Mapping requirement fees per DEP

= QOdor abatement per DEP

= Risk Management Plans per DEP

I'm sure there are others that should be considered, but this a list of ones | was able to come up with at this
point.

Gary
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Appendix VI: Public Input

Section (7) of Chapter 2012-187, which established the Committee, specifically requires
the Committee to meet a minimum of four times, with two of those meetings to be held in areas
outside of Tallahassee “in an area centrally located to utility customers who have recently been
affected by a significant increase in water or wastewater utility rates.” The section further
provides that “[t]he public shall be given the opportunity to speak at the meetings.” Given the
charge of the Committee and this legislative directive, public comment and input have been
encouraged in a number of forms.

First, at every Committee meeting, public input has been solicited, including identifying
public comment as an item on the published agenda in advance of each meeting. For meetings
held by telephone conference call, the Committee Chair has made available a call-in number for
those members of the public interested in providing comments.

In addition, as previously discussed, the Committee established a website to keep the
public apprised of all of the Committee’s activities, including notices and agendas of upcoming
Committee meetings, as well as information on how the public may contact the Committee.

Finally, in order to maximize public participation from areas particularly affected by
water and wastewater issues, the Committee selected Pasco and Lake Counties for two of its
Committee meetings, specifically to obtain public comment. In addition to those two meetings
held in areas outside of Tallahassee as required by the legislation, the Committee chose to hold
its January 25, 2013 meeting in Tampa, Florida.

The Committee’s efforts to solicit public comment have been successful. Thirty persons
have publicly addressed the Committee, while another 18 have provided written comments,
including a petition signed by 522 residents of two subdivisions. Summaries of public input
received by the Committee were included in the minutes of Committee meetings, as well as
included in the discussion documents prepared in advance of Committee meetings. When
possible, written comments were attached to the discussion documents.

At the New Port Richey and Eustis field meetings, customers were informed that they
could provide additional written comments. Fourteen comments were received following the
field meetings either on pre-printed customer comment forms or by e-mail.

Summary of Public Comments

In brief, the public comments related to the following areas:
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e Creation of a statewide fund, similar to the Telephone Universal Service Fund, to
assist utilities with expenses.

e A requirement that utilities explore interconnection with existing utilities prior to
expanding infrastructure.

e The amount of rate case expense passed through to ratepayers.
e Benchmarking of utility costs and expenses.

e Customer notifications.

e Rates charged for water and wastewater service.

e Poor service provided by utility companies.

e Water quality issues, including taste, smell, color, and compliance with secondary
drinking water standards.

e The provision of possibly unsafe drinking water.
e The effectiveness of regulation, including enforcement of rules and standards.

e Ownership and lack of regulation of the Florida Governmental Utilities Authority
(FGUA).

Conclusion

In conclusion, the Committee made significant efforts to solicit public input and conduct
business in an open and transparent manner. In addition to the opportunity for live comments at
every meeting, the Committee accepted written comments electronically and by mail, as well as
by pre-printed customer comment forms. These efforts resulted in over 47 comments being
received and considered by the Committee. The remainder of this Appendix contains the input
received by the Committee. Part 1 is a Summary of Oral Comments, Part 2 contains the written
comments received after the field meetings, and Part 3 contains all other written input received
by the Committee.
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Part 1: Summary of Oral Comments

September 6, 2012 - Tallahassee

PSC Chairman Ronald Brisé

Chairman Brisé acknowledged that there are challenges related to Florida’s water
infrastructure, and those challenges will have to be met as Florida continues to grow. He is
thankful that the Committee will make proposals for the Legislature to consider, and thanked the
Legislature for recognizing water infrastructure as an important issue and creating the Committee
as a forum to consider the issue.

Senator Alan Hays

Senator Hays began by thanking each member for their service on the Committee.
Senator Hays stated that the Legislature needs the Committee’s product, and needs the collective
wisdom of the Committee members. Senator Hays acknowledged that the Legislature is full of
good intentioned people who want to do the right thing but the expertise of the Committee
members cannot be duplicated in the Legislature.

Senator Hays stated he was the sponsor of Senate Bill 1244, and encouraged the members
to look the bill up, as it was his beginning attempt to address these issues. The Senator stated
that the single most frequent constituent complaint he hears relates to the poor service and high
rates of some water companies. Senator Hays stated he finds this to be unconscionable and
reprehensible, and that public policy makers owe it to Florida’s citizens to require an acceptable
level of service.

Senator Hays stated that he hopes the Committee members can formulate a definition of
what constitutes an acceptable quality of service. He would like clear definitions of water
quality standards, and the Committee’s recommendations on how to enforce a failure to live up
to those standards. He would like the Committee to recommend which agency should be
responsible for enforcement of quality standards. At this point, the Department of
Environmental Protection, the Department of Health, and the Public Service Commission are all
conducting inspections. The Senator believes it is important to clarify and define what the
standards are, task one agency with enforcement of those standards, and define the frequency of
inspections. The Senator also understands that there is a rating system for a utility’s
performance, and suggests that for utilities that receive unsatisfactory or poor quality ratings,
they should have to perform at a satisfactory level before they can be granted a rate increase.

Senator Hays is also concerned about situations where the new owner of a utility comes

before the PSC with a request for an enormous amount of money, perhaps needing millions of
dollars to bring the purchased system up to quality standards. The Senator believes prevention is
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the far better way to go, and would like recommendations to require inspections and that utility
equipment be kept in good repair.

The Senator is also concerned about situations where a utility issues a large bill for
months of unbilled service, and believes that if a utility does not accurately bill its customers
because its equipment doesn’t work, that expense should be the responsibility of the utility.
Senator Hays also expressed his concern with conservation or tiered rates. He does not have an
answer, and is not in favor of allowing people to just run water, but he is concerned about
situations where low gallons are inexpensive while higher monthly consumption becomes
exorbitantly expensive. He encouraged the Committee members to come up with a solution.

Mr. Ralph Lair is the legislative aide to House Speaker Will Weatherford. He stated that
Senator Hays is passionate on the issue of water, and that in a body with 160 elected officials,
who are all showing passion, it is often hard to achieve results. He stated that it is very good that
the Committee is going to look at these issues. He reiterated that the Committee is facing a big
task with a short period of time to produce the final product that the Legislature looks forward to
receiving, and that he is also looking forward to that work product.

Mr. Frank Reams, a citizen activist on water issues, travelled to Tallahassee from
Zephyrhills to address the Committee. Mr. Reams suggested that the Committee consider
establishing a fund similar to those found in the electric and telecommunications industries. The
fund would be intended to help small water systems upgrade their infrastructure and would be
financed through a small monthly fee assessed on all water customers.

November 28, 2012 - Tallahassee

Mr. Brian Armstrong, an attorney practicing in local governmental law, suggested that
utilities that plan on expanding infrastructure be required to determine if a neighboring utility has
the capacity to serve the additional customers before a self-build option is initiated. Mr.
Armstrong believes that inter connecting adjacent systems could provide in some cases a cost-
effective alternative for small utilities.

December 5, 2012 - New Port Richey, Florida

Mr. Villei, a resident of Palm Terrace, stated that all the customers were present because
of Aqua. Mr. Villei stated that since 2004, water quality was down to an unacceptable rating, but
rates were up. Mr. Villei stated that the customers want Aqua out, and for Pasco to take over the
Jasmine Lakes and Palm Terrace neighborhoods.

Mr. Todd stated that property values were going down due to Aqua and wanted to see
changes made. Mr. Todd stated that politicians were not doing a good job, fixed income folks
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were losing ground, rates keep going up, and that his taxes were lower than his water rates. Mr.
Todd asked for a tax abatement for the devaluation of his property.

Ms. Linda Wittkopp, a Jasmine Lakes resident, produced a sample of black water drawn
from her tap, which she presented to the Committee. Ms. Wittkopp indicated she had this black
water on Thanksgiving, and that her houseguests will not shower due to smell and color. She
stated her water bill was higher than her cable and electric bills. She stated she had no black
water prior to Aqua taking the system over, and that property values were way below what
residents paid 27 years ago.

Ms. Tammi Clark, a Palm Terrace resident, stated that the water smelled and caused her
son to have skin issues. She stated she had not received a bill in six months. She stated she
contacted the PSC with a complaint, and the PSC contacted Aqua but the Company did not
respond.

Ms. Joyce Drabenstot of Jasmine Lakes stated that prior to Aqua, Jasmine Lakes had
county water which was very good. Aqua is now in Jasmine Lakes, and the residents get boil
water notices with prior dates. She stated her bill is always going up. She stated rates are too
high, and to please let Pasco County take over the subdivision’s utilities.

Mr. Bruce Adrian is a homeowner for over 16 years in Jasmine Lakes. Mr. Adrian was
concerned that Aqua does its own testing and gives itself passing grades. He states that the water
is enough to make you vomit. Jasmine Lakes residents pay nearly three times Pasco County
rates and county water is great. He stated he has received notice of possible cancer or kidney
failure due to the water, and that no one drinks it. He feels the water is a public safety issue. Mr.
Adrian is also concerned that the fire hydrants have not been painted in years, and that Aqua
does not inspect the sewers. He urged the Committee to develop reasonable solutions to this
problem, and for Pasco County to do something to get county water to Jasmine Lakes. He
thanked Commissioner Mariano for his help.

Mr. Michael Paeon, a resident of Palm Coast Gardens, stated that water was $22 when he
moved in, and is now $100 for less useage. He is a retired plumber, and believes Aqua does only
patchwork repairs. He stated Aqua does not do proper maintenance and has rude customer
service. He stated that repairs are often delayed for days, Aqua’s water rates are taking jobs
away from Pasco County, and that residents have had no raises for 5 years while Aqua has had 3
rate increases in that time. He also stated that Aqua’s customer service was very bad.

Ms. Carol Talaga has lived in the Palm Terrace subdivision since 1983, and the water
was good until Aqua took over. She stated she gives bottled water to her cat, and that the tap
water smells like rotten eggs. She stated she got sick from drinking a small bit of tap water in
the middle of night, and had three days of dysentery. She stated she can not afford any more
increases, and the neighborhood is full of empty homes. She uses less than 1,000 gallons per
month and has a $75 - $80 per month bill.
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Mr. James Foster resides in Jasmine Lakes, and has gone to the health department to have
his water tested. He provided several discolored samples of water, and states the water smells
and looks like urine. He reports that the highest mortality rate in Florida is in Pasco County,
with heart disease, cancer, and respiratory issues. He blames Aqua’s water. He also asked for
information regarding the Florida Governmental Utilities Authority. He stated that the PSC has
raised rates when water is not drinkable, the PSC is ignoring their issues, and wondered what the
PSC does when samples are provided.

Mr. John Ahern of Zephyr Shores made a comparison of Pasco County vs. Aqua, mainly
with regards to service. He stated that seasonal residents pay a $54\month base facility charge
with no usage. He supports Pasco taking over the water system.

Ms. Rena Ahern of Zephyr Shores states she is the one that calls with problems regarding
odor and color. She wondered what happens when a problem occurs and Aqua can not reach the
residents, or when equipment fails and there are no residents (due to seasonality) to call Aqua
and report the equipment failures. (Ms. Ahern states that the residents have to call Aqua when
equipment alarms go off; Aqua does not monitor the alarms.) She reported an incident where a
sewer lift station failed. Ms. Ahern reports that the Aqua service man says Aqua does no
maintenance on the equipment, only repairs, and wants Pasco County or the FGUA.

Ms. Erica Milligan is a Utilities, Inc. customer of the Summertree system; she was not
complaining about Aqua, but rather about Utilities, Inc. She states she has the second highest
rates in the county, and while her water does not have a smell problem, some of her neighbors’
water does. She states she has some discoloration but the water is not black. She states there is a
high rust content in the water, and her water bills are very high. She states that Utilities, Inc. is
wasting a lot of water, and that Aqua is not the only problem in the county. She reports the
Colony Lake neighborhood has Pasco rates which are about half of Summertree’s.

Mr. Guirantes of Jasmine Lakes reports the same issues as other speakers, and has resided
in Jasmine Lakes since 1996. He stated the neighborhood was his dream retirement, which is
now a nightmare due to Aqua. He stated Jasmine Lakes is starting to look like the ghetto he
lived in as a kid, and wants to be rid of Aqua to save Jasmine Lakes.

Mr. Bob Yates of the Pleasure Islands subdivision in Hudson stated he had a different
problem. He sympathized with Aqua customers, but stated his neighborhood suffers from a poor
sewer installation by Hudson, which is now Ni Utilities. He is concerned about the poor
installation of the sewer lines and that as a result, the roads all have depressions where sewer
mains were installed. He believes the sewer company should pay for repaving the roads, which
are falling apart.

Mr. Dave Bussey of Zephyrhills spoke about “water predators.” He stated that Aqua

bought high cost systems no one else wanted. The rates are high, many folks have spoken in
Tallahassee over the past several years, but the PSC could not solve the problems, because they
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are unwilling and unable. He helped found FLOWFlorida to develop legislation with Speaker of
the House Weatherford and State Senator Hays. He stated the Legislature was overwhelmed so
they created the Study Committee. He believes legislation similar to that introduced last year has
already been implemented in New Jersey and can be done in Florida. He is concerned that the
Study Committee does not seem to be doing what the original legislation intended, which is to
provide protection from water predators.

Mr. Paul Staikun of Zephyr Shores believes both private and public utilities should be
subject to the same standards and enforcement. He suggests that legislation should require the
same standards. He stated the PSC is not accountable to the public and is using a different set of
rules. PSC members are political appointees, but all members and staff should be vetted for
qualifications. He also had questions regarding oversight of utilities, and what do state agencies
do to ensure good service? He believes there should be a system of fines for utilities to force
compliance and remedy violations.

Mr. Robert Provost of Palm Terrace thanked Commissioner Mariano, and State
Representatives Fasano and Legg. He stated when he was served by Florida Water it was okay,
the rates were a little higher than other systems. After Aqua, problems started and rates went up.
He has seen only limited improvements, such as a new meter and new trucks. He stated the
neighborhood is over 30 percent empty, with many residents leaving because the price of water
is too high. He also indicated there are many widows in the neighborhood who need assistance
with high bills.

Mr. Pat Brophy, a resident of Jasmine Lakes, stated that he had spent over $2,000 on a
water ionizer and reverse osmosis (RO) filter. He brought his RO filter and the filter from his
well for the members to examine. The RO filter is now black in color. He stated that it was
originally white. The well filter appeared similar. The RO filter was about one year old, while
the well filter was removed that morning. He stated that his water now has odors and bad taste.
Mr. Brophy was concerned that the utility’s trihalomethanes reports exceeded regulatory limits.

Ms. Ann Marie Ryan is a spokesperson for the Summertree subdivision, which is served
by Utilities, Inc. She urged the Committee to think out-of-the-box and find a way to fix the
problem. She stated customers can not choose the best way to get water, and the residents need
safe, clean water, and more help. She believes water quality standards are too low, and that
when customers complain of color, taste, and odors, the PSC says it is not a problem the PSC can
address.

Ms. Roseanne Bright, a resident of Pasco County, was concerned about who owns the

Florida Governmental Utilities Authority and what is the source of their funding. She was also
concerned that the FGUA or its funding was related to the United Nations, Agenda 21.
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Mr. Bussey spoke a second time, regarding the FGUA. He indicated they are a funding
organization, and use bonds to finance the purchase of systems. He believes FGUA would yield
better quality and service in the short-term and lower rates in the long-term.

Ms. Talaga spoke for a second time; she indicated that her son requires regular
dermatology exams due to the water.

Mr. Adrian spoke for a second time; he stated that if Aqua supplies water that affects
health, it is a public safety issue that has to be addressed.

Mr. Foster spoke for a second time; he stated that there is a bad sewer gas smell at night
that burns eyes. He would like Pasco County to buy Aqua out.

December 5, 2012 - Eustis, Florida

Mr. Roger Sperling of Leesburg expressed concerns on the rate setting process, including
rate case expense issues. Mr. Sperling suggested that rate case expenses be reduced for
unjustified rate filings, and further that a penalty be imposed for poor filings.

Mr. George Auger of Leesburg also expressed concerns regarding rate case expense. He
believes it is abusive for customers to pay utilities’ expenses in raising customer water rates, with
no benefits to customers. Mr. Auger presented some ideas on reforming the PSC’s treatment of
rate case expense, including write-offs of previously incurred rate case expenses and a splitting
between the utility and customers.

January 8, 2013 - Tallahassee, Florida

Mr. John Williams of Utilities, Inc. stated that he believes the Committee should focus on
streamlining cost recovery instead of imposing additional regulatory burdens on utilities as
suggested by some participants. In particular, Mr. Williams noted that the interim rates statute
already requires that utilities provide sufficient data to establish interim rates so that revising
these data requirements is unnecessary. With respect to rate case expense, Mr. Williams noted
that Florida is the only state he is aware of that reduces rates after rate case expenses have been
amortized. Also, he is unaware of any state that allows rate case expense to be shared between
ratepayers and the utility other than in a settlement agreement. Finally, Mr. Williams noted that
Florida’s Limited Proceeding statute has not proven effective in providing an alternative to
traditional rate cases. In particular, he noted that since the Limited Proceeding statute does not
require that the Commission resolve a case in a prescribed amount of time, he believes that a
traditional rate case offers a more timely alternative for obtaining rate relief compared to a
limited proceeding.

Mr. Brian Armstrong stated that benchmarking of utility cost characteristics can be
helpful in identifying why some utilities have high rates. He suggested that the PSC compile
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such a database based upon data already filed with the Commission and that the database be
made available to any interested party.

January 25, 2013 - Tampa, Florida

Mr. Michael Larson, a customer of Labrador Utilities, stated that customer notifications
of water line breaks and any resulting boil water notices need to be made on a more timely basis.

Synopsis of Written Comments:

In addition to speaking at the December 5, 2012 Eustis, Florida Committee meeting, Mr.
George Auger of Leesburg provided additional written comments regarding rate case expense.
Mr. Auger cites two recent cases argued before the PSC in which rate case expense represented a
significant portion of the approved revenue requirement. He notes that since customers currently
bear full responsibility for cost recovery of these expenses, the utility has no incentive to control
these costs. Mr. Auger suggests that a formula be developed which would cap rate expense or to
require that the utilities bear the cost of rate case expense.

In addition to participating actively at the December 5, 2012, New Port Richey, Florida
meeting, Mr. Dave Bussey of Zephyrhills provided written comments listing areas that could be
investigated by the Committee. These areas included: (1) a modification to statutory language
that would allow the Commission unquestionable authority to rescind a utility’s certification; (2)
proposing that a utility’s rate of return should be set in accordance with the number of customer
complaints; (3) proposing penalties for poor quality of service; (4) reducing rate case expense;
(5) limits on how often rate cases can be filed; and (6) competitive rates.

Mr. Robert Patterson of Acorn Hill provided written comments on base facility charges.
Mr. Patterson notes that his bill contains three base facility charges: one for indoor water
service, one for irrigation service, and one for wastewater service which together total $55.39 per
month. Mr. Patterson suggests that these charges are unreasonable.

Mr. Frank Reams of Zephyrhills, who travelled to Tallahassee to speak at the
Committee’s September 6, 2012 Tallahassee meeting, provided written comments on several
topics. First, Mr. Reams noted that in Ohio, rate case expenses are proposed to be shared 50/50
between customers and the utility for those systems with more than 15,000 customers. He also
noted that the New York Public Service Commission instituted a penalty system for Aqua
Utilities based upon the number of customer complaints filed against the utility. Finally, Mr.
Reams noted that current automated meter reading technology should allow utilities to detect
billing problems more quickly compared to manual meter reading. Mr. Reams, therefore,
concludes that Florida’s current statute allowing utilities to back bill for 12 months of service is
obsolete and should be reduced to a shorter period of time.
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Thirteen customers provided responses on the pre-printed customer comment forms made
available after the Committee’s meetings. Ten of the thirteen comments identified high rates as a
problem, ten identified poor quality of service as a problem, two suggested the regulatory
process is undependable, and one related to billing issues.

The Committee received a petition signed by 522 customers of the Turtle Lakes and Oak
Grove subdivisions in Pasco County, which are served by the FGUA, an entity exempt from PSC
regulation. The petition cites the recent 94 percent rate increase imposed by FGUA as
unreasonable and requests that the FGUA be subject to some form of regulatory oversight. In
response, the Committee received an e-mail from FGUA regarding the petition which states that
FGUA is currently meeting with the customers of the Turtle Lakes/Oak Grove subdivisions to
resolve customer concerns.
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Customer Comments

The Study Committee on Investor-Owned Water & Wastewater Ulility Systems was
established by the 2012 Florida Legislature to address challenges affecting investor-owned
water and wastewater utilities. The Committee is required to submit a report to the Governor,
the Senate President, and the Speaker of the House by February 15, 2013.

To submit comments to the Committee using this self-addressed form, please complete this
form and return it by mail or send a fax to 1-800-511-0809. Comments may also be sent by

electronic mail to floridawaterstudy@gmail.com. To ensure comments can be considered by
the Committee, comments are due no later than December 31, 2012.
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JoAnn Chase

From: Anna McCoon [ammjwm@gmail.com)

Sent:  Wednesday, December 26, 2012 10:01 AM

To: floridawaterstudy @gmail.com

Subject: Aqua Utilities

T am writing to you at this time in regards to Aqua Utilities. Unfortunately, we have been
STUCK with Aqua Utilities as our water company for 8 years. I have had to contact the state to
help me when Aqua Utilities over charged us by 5300 gallons one month. With the states help, it
still took them 9 months to refund the money they over charged us. Their service people are not
very well trained, | requested a service person when our bills got even more ridiculous then usual
to see if we had a leak. Upon checking our meter, which kept tumning with all water sources off,
their service rep. told me everything was perfect. [ then had to pay a plumber to tell me that there
was a leak in the system since, duh, the meter never stopped. There are only 2 people in our
household and we pay a average of $95.00 a month for water from Aqua Ultilities (which we only
use to shower, wash clothes and dishes). Then every week we also have to buy water for our
animals and for us to drink and cook with. The water Aqua Utilities supplies us is unusable for
human or animal consumption. It is discolored and heavily lace with chemicals smells, If you
were to use the water in your coffee maker, you will be replacing your coffee maker within 6
months, since the water will eat up and corrode the water lines. This has happened to us and
many residents in the area we live. It is our HOPE that something will be done to help the
consumers not Aqua Utilities. This seems to not be case since we just received a notice that our
rates were approved to be raised AGAIN and the new rates actually went into effect before we
were notified AGAIN. many of our neighbors are elderly and alone in their households,
however, they still pay close to $90.00 a month. THIS IS RIDICULOUS, The cost verses the
quality is way out of proportion and they keep getting rate hike approvals. When will this ever be
corrected and the CONSUMER be protected? Unfortunately we have to work full time so we are
unable to make it to any of the meetings held on this subject, however, that does not mean that
we are not affected by this outrageous injustice nor does it mean that we do not deserve a
solution to help ALL Aqua Utility customers not continue to allow them to increase our rates and
in return give us POOR QUALITY WATER AND SERVICE.
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The Study Committee on Investor-Owned Water & Wastewater Utility Systems
Customer Comments

The Study Committee on Investor-Owned Water & Wastewater Utility Systems was
established by the 2012 Florda Legislature to address challenges affecting investor-owned
water and wastewater utilities. The Committee is required to submit a report to the Governor,
the Senate President, and the Speaker of the House by February 15, 2013.

To submit comments to the Committee using this self-addressed form, please complete this
form and return it by mail or send a fax to 1-800-511-0809. Comments may also be sent by

electronic mail to floridawaterstudy@gmall.com. To ensure comments can be considered by
the Committee, comments are due no later than December 31, 2012,
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The Study Committee on Investor-Owned Water & Wastewater Utility Systems
Customer Comments

The Study Commitiee on Investor-Owned Water & Wastewater Ulility Systems was
established by the 2012 Florida Legislature to address challenges affecting investor-owned
water and wastewater utilities. The Committee is required to submit a report to the Governor,
the Senate President, and the Speaker of the House by February 15, 2013.
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From: John Pavka [taxauditoriv@hotmail.com]
Sent: Monday, December 24, 2012 1:14 PM
Ta: jmariano@pascocounty. fl.net

Cc: JoaAnn Chase

Subject: FGUA needs Statute changes/regulation
Commissioner Mariano,

L

I did want to attend your committee Meeting on water & waste water rates but the timing was bad, This
emall will have to suffice.

As a homeowner and consumer of water, imagine my surprise when my water bill nearly doubled. In
June I had heavy use, attempting to establish a new lawn. $51 was not unexpected. But the July bill
for §$98 was unexpected, because this was based on ZERO outside water use in July. Oh, but the Florida
Governmental Utility Authority (FGUA) was prepared to provide me with the service, so they charged me
$19.63 for ZERO use,

Plus another $19.63 to dispose of my waste water and yet a third $15.63 charge to sell me their water
for inside use. The inside water sale was yet a fourth charge,

Very close to $60 in base service charges.......  all increases

My July water bill should have been closer to $40 NOT $100

As a trained accountant it Is painfully obvious to me that FGUA is allowing me to buy Mad Hatter’s
business for them. Mad Hatter is the local water utility FGUA negotiated to purchase after the Public
Service Commission denled Mad Hatter's rate increase. FGUA is using MY money to their benefit.
When I asked PSC who regulates FGUA, their answer was not PSC. When I asked PSC who sets the
FGUA rates I was told the FGUA Board of Directors. Imagine if TECO or Florida Power set their own
rates 77

Clearly It's past time for FGUA to be regulated

But I fear worse is coming. | am the volunteer Treasurer for my Home Owners Association, Twin Lakes
Subdivision Association. We recently started receiving complaints about our community pool. There are
rust stains on the bottom of our pool.

These Indicate to me we are getting ground water from FGUA. The source of the iron oxide creating rust
stains in our pool. This raises all sorts of issues, questions and concems. The use of Florida ground
water brings in many more contaminants.

Now I understand why FGUA has increased chlorination of their water. But that does NOT address the
other contaminants such as fertilizers, pesticides, herbicides, etc.

Which is why Mad Hatter was preparing to install a reverse osmosis system.

A much more sophisticated system but just "too expensive’ for FGUA

[ did attend a meeting with FGUA officials done at a Lutz Church earlier last week.

8ut let me stop complaining long enough to offer a rational solution.

In doing my homework, I stumbled across a report. A Special Examination, done by Office of Program
Policy Analysis and Government Accountability (OPPAGA), subtitled “Intergovernmental Authorities
Provide Public Benefits, But they Lack Accountability”, dated December 2002, Report No. 02-67

The subtitle says most of it. It's only 10 pages long. There are recommendations in the Report which
should be enacted into Florida Statute. Including the PSC should be invaived in any rate setting involving
the Public for an essential service like water.

Unlike Cable TV, the Public has NO choice when it comes to water, Thus making it a monopoly which
needs oversight and regulation.

But NO, the makeup of FGUA's Board of Directors does not allow ONE County’s Representative from
blocking rate increases.
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Please, it's past time to reguliate FGUA
1 trust the above helps

John Pavka o o
Volunteer Treasurer Twin Lakes Subdivision Association
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Customer Comments

The Study Committee on Investor-Owned Water & Wastewaler Utility Systems was
established by the 2012 Florida Legislature to address challenges affecting investor-owned
water and wastewater utlliies. The Committee is required to submit a report to the Govemnor,
the Senate President, and the Speaker of the House by February 15, 2013.

To submit comments to the Committee using this self-addressed form, please complete this
form and return it by mail or send a fax to 1-800-511-0809. Comments may also be sent by

electronic mail 1o floridawaterstudy@gmail.com. To ensure comments can be considered by
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JoAnn Chase

From: Patterson, Robert [Robert Patterson@spx.com)
Sent:  Sunday, December 02, 2012 1110 AM

To: FloridaWaterStudy @gmail.com

Subject: Water Rates

Dear Florida Water Study,

Reading through your web page it appears the upcoming agenda deals with low cost solutions for water
providers, even though combining many small owners to one large should have lower cost due to
economy of scale. Additionally, beyond studying the rates these utilities charge, you should look at the
“Service Charges” companies like FGUA charges. We have 3 Base charges on our bill, Basic Water is
519.86 no matter how much water is used, Irrigation Water Base charge is $19.86 and then there is a
sewer Base Charge of 515.67. That amounts to $55.39/month in base charges, before any water rates
are included. So if you just look at the rates, it is not a true indication of what these companies are
charging. FGUA is collecting just from me $664.68 a year in base charges supposedly to maintain my
meters. That's outrageous. Then to only consider items that further extend help to the utility, is just not
acceptable.

Regards,

Robert Patterson

Robert.pat SpX,COMm
813-406-4105
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JoAnn Chase

From: Manjeand7@aol com

Sent:  Sunday, December 02, 2012 11:58 AM
To: floridawaterstudy@gmail. com
Subject: Questions:

| live in another park in Pasco County, not served by Agua Utilities, but we have somewnhat similar
situations as those folks,

My gquestion today is, if you are able to provide an answer is this: It is my understanding that Labrador
Utilities is planning a water outage over night ane night this next week for the purpose is making repairs
at our sewer treatment plant. Do they not have a duty to respond in writing to each household of
this matter and the possibility of a boil water notice, to follow such action. There are many folks
in our community that don't get to the common areas to see nolices, or postings at the entrances and
exits of the park. We are a park of over 800 homes, and it seems to me that there should be a better
way than word of mouth, or a notice at the common areas, or entrance/exit to the community for such
action. In the eary 80's when this park was in its infancy, each home received a door hanger every
time there was an expected problem, don't those rules and safety procedures still apply??

This park by the way is Forest Lake Estates, Forest Lake Dr Zephyrhills, Fl.
Thank you for your time regarding this touchy subject with many residents.
Sincerely,

Nancy J Bailey
e I,
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The Study Committee on Investor-Owned Water & Wastewater Utility Systems
Customer Comments

The Study Committee on Investor-Owned Water & Wastewater Utility Systems was
established by the 2012 Florida Legislature to address challenges affecting investor-owned
water and wastewater utilities. The Commitiee is required to submit a report o the Governor,
the Senate President, and the Speaker of the House by February 15, 2013.

To submit comments to the Committee using this self-addressed form, please complete this
form and return it by mail or send a fax to 1-800-511-0B09. Comments may also be sent by
electronic mail to floridawaterstudy@gmail.com. To ensure comments can be considered by
the Committeg, comments are due no later than December 31, 2012.
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The Study Committee on Investor-Owned Water & Wastewater Utility Systems
Customer Comments

The Study Commitiee on Investor-Owned Water & Wastewater Ulility Systems was
eslablished by the 2012 Florida Legislature to address challenges affecting investor-owned
water and wastewater utiliies. The Committee is required to submit a report to the Govemnor,
the Senate President, and the Speaker of the House by February 15, 2013,

To submit comments lo the Committee using this self-addressed form, please complete this
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electronic mail to fi . To ensure comments can be considered by
the Cmmmaa comments are due Zq Iater than December 31, 2012,
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JoAnn Chase

From: Crzyctldy8@aol.com

Sent:  Saturday, December 08, 2012 6:45 AM

To: FloridaWaterStudy @gmail.com

Subject: Consumer Comments from Jeff & Felice Merry

We have lived in Palm Terrace for almost § years. Our water comes from Aqua
Utilities and our water bill is off the charts. | happen to tell my mother about my bill
and she said it had to be and error or we had a water leak somewhere. She pays
about $30 a month. [ have a water bill of $100 or more a month. Of that portion,
we just recently learned that $60 of our bill is just to keep connected.

We have tried everything to get our water bill down. The following are some of the
ways we have had to conserve:
- We only flush once per day

- We are using our neighbor's well water by filling 20 Ibs water
jugs to do dishes & cleaning.

- There is no such thing as enjoying a hot shower. We turn the
water on, wet down and shut it off until we are ready to rinse.

- We use the water from the well for our cats and then we
recycle this water to water our plants.

- We had to buy a new washing machine (there was nothing
wrong with our old one) because it uses only 17 gallons
versus 40 gallons. We can barely afford the monthly
payments and it has not made a whole lot of difference

We don't have a pool, a sprinkler system or a dish washer and yet we continue to
receive bills for water at $100 or more month. Even after having done all of the
above it seems to make very little different in our bill. I mean why would it? Even
if we never use a drop of water we would still be paying $60 a month just to keep
our water on. Tell me where is the justice in this??72?77777?

We don't drink the water and we cringe at taking a shower because the water is so
disgusting! What gives Aqua Utilities the right to let people have to live this way.
Why are we paying to a water company that is not in the state of Florida? Why are
thousand of customers like us having to suffer and tolerate these outrageous prices
when all around us others are paying rates as low as $30 a month?

Every time I see the water running | just want to cry!!! I am horrified and
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embarrassed to even have to tell you this is how we have had to live!! But if it can make a
change for the better for us and other people who are struggling like us, so be it.

Jeff & Felice Merry
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From: Sam Wimbish [laurelsam@verizon net)
Sent:  Monday, December 03, 2012 &10 PM
To: FleridaWaterStudy@gmail.com

Subject: Your Water Study on Wed in Pasce County

For your information in this study, Our water bills in our community of Gulf Landings, we are in Sea
Colony section are extremely high. Our bills monthly range from $67 to $155. There are only 2 of us in
this home. We do have a swimming pool, but we limit when we add water due to the extremely high

rates. We also have an in ground sprinkler system, but we don't use it because of the costs also. We
have noticed within the last 5 years that our water quality is worse. If the water sits._in the tank....it ends
up have a very strong sulphur smell. Also the worst is we have black appliances in the kitchen and our
walter dispenser on the fridge has white film all over it. Our dishes are brown and show white film all over
them, whether | wash by hand or use dish washer. A lot of our dark clothes have been ruined after one
wash....they are faded and the coloring/dye turns different colors....If it's a black or navy color - it might
end up with orange tint all over it We don't know if wa need a conditioner or not. \We probably should get
our water tested but we're afraid of the companies out there that just want you to buy their product. Could
our water get tested. We are under FGUA, It use to be Lindrick. It's a private water company just for our
area. \When our bill was $150.34 it said we had a usage of "7"...showed meter was 228 then current was
235, for 31 days. Each month we go to GA for a week....s0 most of our monthly bills are for only 3 weeks
of use and that's high. Our other friends that are under other water systems usually pay between $35-
$50 per month. Why is our water bill so high. Other neighbors have had bills that are $200 and one was
$300. We have had someone out to check for leaks and there aren't any. Don't these bills seem
extremely high? Thank you for any help you can give. Also....what can we do to counteract the white film
we get? Isitsafe? Laurel Wimbish 5547 Jobeth Dr, New Port Richey FL 34852, 727 845 5380, Email -
laurelsam@verizon.net.

147/2013
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Comments by George Auger

I want to discuss Rate Case Expense and its Accounting Treatment

First off, we customers find it abusive that we are required, by law, to pay the utility's expense for
raising our water rates. The customer derives no benefit from this expense.

The utility hires a law firm and pays them up to $340 an hour to put together the rate case. But what do
they care what it costs? They are not the ones who are paying the bill. The PSC staff analyzes rate case
expense to be sure that the amount is reasonable, but they do not take exception to the fact that it costs
up to $340 an hour for legal services. Further, we customers have no say in who is hired to prepare the
rate case — our job is to simply pay the bill.

But it gets worse. Since rate case expense is amortized over four years, a portion of the expense is
treated as a capital asset and we are required to pay the utility profit on it and then to gross up the profit
to pay the taxes on their profit. So the utility is actually incentivized to spend as much on rate case
expense as they can possibly get away with. The more they spend, the more profit they make - and we
customers foot the bill.

This year (Docket 120037-WS) the utility filed to increase our rates by $278,474 with rate case
expense estimated at $229,000. The utility planned to spend $229,000 to raise our rates $278,474.

And then there is “pancaking”. The PSC staff can explain it better but basically what happens is that
when a new rate case is brought before the four year amortization of the old rate case is completed, the
new rate case expense is added to amortization expense from the old rate case resulting in new water
rates that include a double charge for rate case expense. There is an Accounting principle that states
“intangible assets should be tested for impairment and written off to the extent that they have lost
value”. When new rates take effect, expense relating to the old case no longer has any value. The
unamortized balance of old rate case expense should be written off and not included in the new rates.

What is Needed?

1) Rate case Expense should be borne entirely by the utility as it provides no benefit to the
customer.

2) Pancaking should be eliminated by requiring unamortized rate case expense to be written off
upon the establishment of new rates and not be included in the calculation of new rates.

3) Ifrate case expense is allowed to continue to be charged to the customer it could be split
between the two parties as is done in some other states. Rate case expense should be excluded
from all profit calculations.

4) If rate case expense continues, the amount of approved expense (and its related amortization)
should be accounted for separately from non-approved rate case expense. Currently the PSC
staff wastes time going through their records to separate out approved and non-approved rate
case expense. Requiring the utility to record approved and non-approved rate case expense and
amortization in separate accounts will simplify the PSC staff's work.

Respectfully,

George J Auger

552 Grand Vista Trail
Leesburg, FL 34748
352-728-6075
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Rate Case Expense

It is recognized that every utility needs to apply for a rate increase from time to time and therefore the
cost that they incur can be viewed as an ordinary expense incurred in the normal course of doing
business. However, the state of New Jersey in establishing that Rate Case Expense would be shared
50/50 stated that “the utility also benefits from a renewed opportunity to earn a fair return on equity”.
Minnesota also found that sharcholders benefit from rate cases and established that the cost would be
split between customers and the utility.

The issue that concerns customers most of all, however, is the high cost of Rate Case Expense. The
utility regularly engages a third party to prepare the rate case at costs that run to several hundreds of
dollars per hour. As a result the cost of pursuing a rate case has become so inflated as to become
unreasonable. For example, under Docket 120037-WS, requesting an increase in rates of $278,474, the
utility initially estimated Rate Case Expense of $229,091 then revised it to $100,983. The PSC staff
ultimately approved $49,814, less than half of the lower, revised amount. Even that amount was not
inconsequential as the annual amortization expense of the $49,814 ($12,453) represented 20 % of the
rate hike ($61,132) recommended by the PSC staff.

In the 2009 rate case {Docket 090392-WS) amortization of approved Rate Case Expense amounted to
25 % of the recommended increase in rates,

Since under current Florida law we customers bear 100 % of the cost of Rate Case Expense, we feel
that the utility inflates Rate Case Expense as they have “no skin in the game” and as a matter of fact,
since we pay them a profit on a portion of Rate Case Expense (along with a gross-up for taxes) they are
actually incentivized to incur as much Rate Case Expense as possible.

Rate Case Expense need not be a “one size fits all” proposition. Utilities' customers are ¢lassed by size
(A,B,C) and the application of Rate Case Expense could also be dealt with, differently, by size. Surely
Utilities Inc of Pennbrooke with a customer like Pennbrooke Fairways, that comprises 1,239 homes,
need not be handled the same as Florida Light & Powet. To this end, I would suggest a formula such as
one that would cap Rate Case Amortization Expense at 5 % of the new rates. It is only when the utility
feels compelled by a constraint on their bottom line that they will make a serious effort to prudently
manage their spending on Rate Case Expense. The best result for the customer would be for the utility
to bear 100 % of Rate Case expense.

Of course it goes without saying that Rate Case Expense must be excluded from any profit calculation.

George Auger

552 Grand Vista Trail
Leesburg, FL. 34748
352-728-6075 352-348-6509
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Comments by Roger Sperling

My name is Roger Sperling. I live at 548 Grand Vista Trail, Leesburg. I am here to
speak not only for the people who are customers of privately owned utilities but
also for everyone who pays taxes in Florida. My comments concern the process by
which utility rates are established.

Put simply, utilities propose rate increases and the Public Service Commission
reviews the proposals and approves what they determine to be rates that allow the
utilities to provide adequate service and make a reasonable profit. Sounds logical.

It sounds logical until you realize that the rate case process has become a high
stakes game of deception by the utilities which costs taxpayers countless hours of
work by the PSC and the Office of Public Counsel. In two cases I have studied, a
utility has been allowed rate increases that are 22% and 28% of the those proposed
in their rate case filings. This, after months of study and analysis by the PSC. So
most of the justification in the rate case filings was determined to be unacceptable,
inadequate, inflated or false. PSC questions to the utility involved were answered
evasively, incompletely and in some case not answered at all.

Utilities use third parties to prepare rate case filings. This puts distance between
the utility and content of the filing in the event the PSC finds fraudulent content.
The preparer can say, “I worked with the information I was given”, and the utility
can say, “Those numbers are the result of analysis by the preparer.”

It is significant that rate case preparation cost is added to the rates and charged to
the customers. Further, profit is added and actually grossed up for taxes. This
incentivizes utilities to spend without limit on rate case filings. The result is
hundreds of mind numbing pages of numbers in very small print purporting to
justify rates that the PSC knows are mostly unjustified, and will spend hundreds of
hours on the taxpayers’ dime to document it.

I have some suggestions:

1) Eliminate profit on rate case cost. This will remove one of the reasons filings
are so voluminous and expensive. Utilities will still be reimbursed for allowable

rate case costs,
2) Disallow rate case expense proportionately to other disallowed costs presented
in the filing. This is fair. Rate case costs will be lower if attempts to justify the

unjustifiable are omitted from the filings.

3) Establish stiff penalties for filing unjustified rate increase requests. I’'m not
talking about a $5000 fine when millions of dollars are at stake. A preparer who
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4)

If the charter of the commission gathered to meet here tonight is to assure rates are

intentionally tries to deceive the PSC will know that he will be looking a jail
time. When utilities are wasting hundreds of thousands of taxpayers’ dollars the
stakes must be higher than a slap on the wrist. Officers of utilities must be
personally subject to the same penalties so that they can’t make a scapegoat of a
clerk.

Benchmark utility performance and compare rates to those charged by well-run
public and private utilities of similar size. Consider “best practices”, especially
with regard to administrative functions. Eliminate the current situation in which
utilities’ profits can be increased by adding unneeded layers of management and
adopting inefficient practices and systems. If a utility chooses to operate
inefficiently, they must suffer loss of profit, just as is the case in a competitive
business environment.

Compare rate case filings among utilities. The best filings ask for rates that are
largely approved. The worst have most of the requested increases denied by the
PSC. Utilities that file the bad cases must be subjected to additional penalties.
One simple method is to allow full profit only for the best quartile, based on
percent of the requested rate increase that is granted after evaluation by the
PSC. The second quartile will lose a percent of its profit, the third quartile two
percent and the bottom quartile three percent.

fair and improve the performance and cost effectiveness of privately held utilities,
a focus on the process by which rates are set will be a necessary part of your work.
Holding utilities accountable for the deceptions deliberately woven into their rate
case filings is central to improving the process and gaining control of the PSC’s
workload, and the resulting cost to the taxpayers. Simplification, measurements,
rewards and penalties, judiciously applied will reduce cost to the taxpayers and the
utility customers while enabling effectively-run utilities to profit and causing
poorly-run utilities to either improve or be acquired by competent new owners
through bankruptcy proceedings.

RS 12/5/12
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Part 3: Other Written Comments

Letter from Frank Reams
November 1, 2012
Ms. Katharine Fleming,

Page 1 of 1

I have been very involved with the actions to establish this Water Study Committee, | have
met with some of the legislators in person and at customer hearings which were held around the state,
and attended Highlands county, Seminole county, Palatka, Gainesville, Eustis, New Port Richey, and
the Lakeland customers hearings held in late 2011.

I’m cognizant of the many issues associated with the safe delivery of water to the citizens of
Florida, I’m also concerned that the committee will be given adequate time to discuss many issues
which pertain to the Larger Investor Owned Utilities which was one of the drivers for this committee.
Senator Hayes at the first meeting also addressed this to the committee.

I’m also suggesting that there needs to be some way to separate the very small operators from
the large ones. In Ohio they are proposing a bill that would limit the amount of dollars which would
be paid by the customer for the Ultilities rate case expense. This legislation as proposed sets the lower
limits at 15,000 customers if the utility has less than this number the rule does not apply. However,
for those over this number then the stockholders would be paying 50% percent of the cost of the rate

case.
Partial language of Ohio HB 87

(B) No water-works company that serves | Year Rate Case Expense 50% Rate Case
fifteen thousand or more customers in Expense
Ohio, no sewage disposal system

company that serves 15,000 or more

customer in Ohio. And no water-works

company that is also a sewage disposal

system company that serves a total of

fifteen thousand or more customers in

Ohio may recover from its customer

more than fifty per cent of the total

amount of rate-case expense that it incurs

for an application filed under section

4909.18 of the Revised Code. Company

Ohio American 1999 400,000.00 200,000.00
Aqua Ohio 2000 50,000.00 25,000.00
Aqua Ohio 2001 100,000.00 50,000.00
Ohio American 2001 296,000.00 123,000.00
Aqua Ohio 2003 100,000.00 50,000.00
Ohio American 2003 399,960.00 199,980.00
Aqua Ohio 2007 75,000.00 37,500.00
Ohio American 2007 400,001 200,001
Ohio American 2009 523,417 261,709
Aqua Ohio 2009 96,000.00 48,000.00
Aqua Ohio 2009 172,000.00 86,000.00
Total | 2,854,378.00 | 1,422,190.00
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Email From Robert Patterson

Subject: FW: Water Rates

From: Patterson, Robert [mailto:Robert.Patterson@spx.com]
Sent: Sunday, December 02, 2012 11:10 AM

To: FloridaWaterStudy@gmail.com

Subject: Water Rates

Dear Florida Water Study, Reading through your web page it appears the upcoming agenda deals
with low cost solutions for water providers, even though combining many small owners to one large
should have lower cost due to economy of scale. Additionally, beyond studying the rates these
utilities charge, you should look at the “Service Charges” companies like FGUA charges. We have 3
Base charges on our bill, Basic Water is $19.86 no matter how much water is used, Irrigation Water
Base charge is $19.86 and then there is a sewer Base Charge of $15.67. That amounts to
$55.39/month in base charges, before any water rates are included. So if you just look at the rates,
it is not a true indication of what these companies are charging. FGUA is collecting just from me
$664.68 a year in base charges supposedly to maintain my meters. That’s outrageous. Then to only
consider items that further extend help to the utility, is just not acceptable.

Regards,

Robert Patterson

23701 Acorn Hill Dr.

Lutz, Florida 33559
Robert.patterson@spx.com
813-406-4105
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Email From Dave Bussey

From: Dave Bussey [mailto:dbussey@hotmail.com]

Sent: Friday, December 14, 2012 1:38 PM

To: Ken Goodman; JoAnn Chase; FloridaWaterStudy@gmail.com; Jack Pasco Commr Mariano
Cc: Dave Bussey; Alan Sen Hays; Jason Rep Brodeur; Lair, Ralph

Subject: Proposed Legislation - HB 1379 (Brodeur)

FYI,

This is the legislation that was filed, similar to the bill filed in the Senate (Hays), at the end of
last year's session of congress.

It was determined that there was too much to deal with, so only the Study Commission portion of
the bills were pursued.

I would hope future legislation would address some key issues of concern, with regard to large
water/wastewater investor-owned utility companies, including:

1) The PSC needs additional legislative language that will give them the unquestionable ability
to withdraw a certificate, for other than abandonment.

2) Rate of Return should be gaged according to the amount of Customer Complaints.

3) Stiff penalties for insufficient Quality of Service.

4) Customers should not have to pay for Rate Case Expenses.

5) Limits on how often a rate case can be filed.

6) Competitve rates.

7) Dis-allowance of certificates for IOU's, whose portfolio is not balanced with profitable
service areas that will reduce the cost of their "high-cost” systems.

Dave Bussey

4948 Britni Way

Zephyrhills, FL 33541

813-713-9796 (res)

330-714-5784 (cell)
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HB 1379 202

1 Z bill to ke entitled

2 An act relating to water and wastewater utilities;

3 amending s. 367.081, F.5.; prchibiting the Puklic

4 Service Commission from approving tiered rates that

5 are based upon consumption by the customer; regquiring

& the commission to find a utility's rate case expense

T unreasonable if the utility's quality of service is

g marginal cor unsatisfactory; providing an exception;

9 amending s. 367.08l6, F.5.; limiting the amount that
10 certain utilities may recover as rate case expsnse to
11 50 percent of the total amount; limiting the recowvery
1z of rate case expense to one case at a time; amending
13 s. 367.111, F.5.; regquiring that systems be designed
14 and operated to meet certain standards; requiring the
15 commission to establish by rule a mechanism by which
le mocnetary penaltiss are imposed on utility systems that
17 fail to provide sufficient guality of service;

18 providing rule requirements; providing that such

19 systems hawve the burden of proof in certain

20 proceedings; prohibiting a utility from recovering

21 certain expenses from ratepayers; amending s. 367.1le5,
22 F.3.; providing for the continuation of service if a
23 utility's certificate of authority is revoked or

24 suspended; requiring the commissicon to notify the

25 county or counties in which a utility is located that
26 its certificate of authority is revoked or suspended;
27 requiring the county or counties to assume operation
28 and ccntrel; providing that any rate structure of a

Page 10f 12
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HB 1379 202
29 water or wastewater utility which increases the rate
30 based upon increased consumption by the customsr is
31 void and of no effect; creating the Study Committes on
32 Investor-Owned Water and Wastewater Utility Systems;
33 providing for membership and terms of service;
34 prohikbiting compensation of the members; providing for
35 reimbursement of the members for certain expenses;
36 providing for remowal or suspensicn of members by the
a7 appointing authority; requiring the Public Serwvice
3B Commission to provide staff, information, assistance,
39 and facilities that are deemed necessary for the
40 committee to perform its duties; providing for funding
41 from the Florida Public Serwvice Begulatory Trust Fund;
42 providing duties for the committee; providing for
43 public meetings; requiring the committee to report to
44 the Gowvernor and Legislature its findings and make
45 recommendation for legislatiwve changes; prowviding for
4g future termination of the committes; providing an
47 effective date.
48
£9! Be It Enacted by the Legislature of the State of Florida:
20
51 Section 1. Subsections (1) and (7) of section 367.081,
52 Florida Statutes, are amended to read:
53 367.081 Rates; procedure for fixing and changing.—
54 (1} Except as provided in subsection (4) or subsection
35 (6), & utility may e=ly charge only rates and charges that have
56| been approved by the commission. However, the commissicn may not
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HB 1379

approve tiered rates that are bassd upon consumpticn by the

CUusTOomer.
(7]

rate case expenses and shall disallow all rate case expenses

The commissicon shall determine the reasonablensszsz of

determined to be unreasonable. No rate case expense determined
to be unrsasonable shall ke paid by a consumsr. In

the

determining

the reasonable level of rate case expense commission shall

r

consider the extent to which a utility has utilized or

utilize the provisions of paragraph (4) (a) or paragraph (4} (k)

and such other criteria as the commission establishes Sty

estakliskh by rule.

In a rate case proceseding, if the commission

finds that a utility's guality of service is marginal or

unsatisfactory, the commission shall find the utility's

case expense unreasconakle unless the commission finds a

compelling reason determine that all or a porticn of the

co

expense is reascnabls.

Section 2. Section 367.08l6, Florida Statutes, is amended

to read:
367
(1)

commission

.081l6 Recovery of rate case expenses.—

The amount of rate case expense determined by the

to ke reasonable pursuant to s.

=

provisions—of

sl

= g

1o — = = +h

T

gh—a—publs

through the

L +
ShOETeE

T o— X

5= shall ke apportioned for recovery

utility's rates over a periocd of y=ars. At the conclusion of

4
the recowvery period, the rate cof the public utility shall be

reduced immediately by the amount of rate case expense

previously included in rates. A utility that has 21 million or

more of annual c-peratinr:r revenuss for water or wastsewater

Page 3 of 12
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HB 1379 202

85| operations, including its affiliated systems in this state, may

86| recover no more than 50 percent of the total amcunt of rate case

a7 expense that the commission determines is reascnabkle.

a8 (2) & utility may recover the 4-year amortized rate case

89| expense for only one rate case at a time. Zny unamcrtized rate

%0| case expenss for a pricr rate proceeding must be removed from

91| rates before the inclusion of any additional amortized rate case
92 expense for the most recent rate proceeding.
o3 Section 3. Subsection (2) of section 367.111, Florida

@4 Statutes, is amended, and subsection (3) is added to that

o3 section, to read:

Sg 3e87.111 Service.—
97 (2) Each utility shall prowvide to esach customer perscn
235 remgonabty—ontitled therete—sueh safe, efficient, and sufficient

99| service as is prescribed by part VI of chapter 403 and parts I

100| and ITI of chapter 373, or rules adcopted pursuant to thoss parts;

101 however, the thesster—lut zolr service may Skstt not be less
DoWeveL, ths may

102 safe, less =fficisnt, or less sufficisent than is consistent with

103| the approved engineering design of the system and the reascnable

104 and proper operaticn of the wutility in the public interest. Each

105| water utility system shall be designed and operated so that the

1de| water supplied to all customers is reascnably free from

107 objectionabkle taste, cclor, odor, or sand cr other sediment. If

108 the commission finds that a utility has failed to provide its
109| customers with water or wastewater service that meets the
110| standards adopted premulgated by the Department of Environmental

111| Protection or the water management districts, or required by

112 this sectiocn, the commissicn may reduce the utility's return on
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equity until the standards are met.

(3) (a) The commission shall estaklish by rule a mechanism,

applied on an annual basis, by which a monetary penalty is

imposed on any utility system that fails to provide sufficient

gquality of service to its retail customers. The rule shall:

1. Measure sach utility system's quality of service basesd

on the rate of jurisdictional customer complaints it receives

per every 100 retail customers of the system.

Z. Exclude those customer complaints that:

a. Sclely concern matters ocutside the commission's

jurisdicticn.

k. BSclely concern proposed rates and charges.

c. Soclely concern commission-approved rates and charges.

d. Duplicate a prior complaint made by the same customsr.

2. Are found by the commission to be without merit.

f. &Are voluntarily withdrawn by the customer.

3. Provide for a monetarv penalty, in an amount no mors

than the equiwvalent of 530 basis points on the utility's

authorized rate of return on equityv for the period that the

customer complaint rate was calculated, to be imposed cocn each

utility system whose customer complaint rate exceeds the mean

i

customer complaint rate for all other utilitvy svstems, excluding

other systems operated by the sams utility, by a 10 percent

level of statistical significance. Subkject to the 50 basis point

limit, the commission may establish penalty levels that increase

as customer complaint rates exceed this lsvel of statistical

significance.

4. Provide for a monetary penalty, in an amount no mors
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than the egquivalent of 100 basis points on the utility's

authorized rate of return cn equity for the period that the

customer complaint rate was calculated, to be imposed cocn each

affected utility system where the customer complaint rates o

more than cne system operated by the same utility exceed the

mean customer complaint rate for all other wtility systems,

excluding octher systems operated by the same utility, by a 10

of statistical significance. Subiject to the 100

limit, thes commission may estaklish penalty lewvels

a3 customer complaint rates exceed this lewel of

statistical significance.

5. Establish a means to determine an appropriate monetary

penalty to be imposed on a utility system that has an equity

ratio of less than 30 percent cor that deoes not utilize equity

financing. This mechanism should ke designed to result in

monetary penalties that, as closely as possible, egquate to the

penalties that would ke imposed pursuant to subparagraphs 3. and

4. for other utility systems.

6. ©Credit the proceseds of anv monstary penalty imposed

under the rule to the ratepayers of the affected utility svstem

or systems in a timely and equitable manner.

7. Provide that each utility system with a customer

complaint rate that is found to be excessive pursuant to the

rule must show cause why it should not be penalized.

(b) & utilitvy system that is required to show cause why it

should not be penalized pursuant to the rule has the burden of

procf to establish that it should not ke penalized. A utility

may not recover from its ratepayers any expense arising from a
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1689| proceeding held pursuant to this subsection.

170 Section 4. Section 367.1653, Florida Statutes, is amsnded

171 to read:

172 367.1653 Continuity of service in instances of rewvocation

173| or suspension cof certificate; abandomment.—It is the intent of

174 the Legislature that water or wastewater service to the

175| customers of a utility not ke interrupted by the rewvocation or

176| suspension of the utility's certificate of authorization or the

177 abandonment or placement into receivership of the utility. Fe
178| +that—ads

178 (1) wWithin 30 davs after the issuance of a final order of

180| suspension or rewvocaticn of a utility's certificate of

181 authorization, the commission shall notify the county or

182 counties in which the utility is located of the effective dates

183| of the suspension or revocation. The county or counties shall
134 assume operaticn and contrel of the utility pursuant to the

185| procedures provided in chapter 74.

186 (2) (a)43+ 2& ¥e person, lessee, trustee, or receiver

187 owning, operating, managing, or controlling a utility may not
188| skedE: abandon the utility without giving €0 days' notice to the
189| county or counties in which the utility is located and to the
1%20| commission. Anyone who wviolates the—fp=evisiems—f this paragraph
121| commits sukscetism—ds—guilety—of a misdemeanor of the first

192 degres, punishable as provided in s. 775.082 or s. 775.083. Each
1%3| day of swek abandonment constitutes a separate offense. In

154 additicn, the suek act of abandomment is a wiolaticn of this

1%5| chapter, and the commission may impose upon the utility a

1%6| penalty for each such cffense of nct more than 35,000 or may
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HB 1379 202

197 amend, suspend, or revoke its certificate of authorization.;
1%8| Each day of swshk abandonment without prior notice constitutes a
199 separate ocffense.

200 (b)42y After receiving swek notice, the county, or

201| counties acting jointly if more than one county is affected,

202 shall petition the circuit court of the judicial circuit in
20 which the suekl utility is domiciled to appeoint a receiver, which

3
204 may ke the governing body of a political subdivisicn or any
05| other person deemed appropriate. The receiver shall operate the
20&| wutility from the date of abandonment until suweh—+imeas the
207| receiver disposes of the property of the utility in a2 manner
208 designed to continue the efficient and effective operation of

09 wutility service.

210 (c)+43} The nmotification to the commission under paragraph
211 (a) suskseetiens {1} iz sufficient cause for revocation,

212 suspension, or amendment of the certificate of authorization of

213| the utility as of the date of abandomment. The receiver

214 operating the sush utility shall ke esmaidersd +s hold a

215| temporary authorization froem the commission, and the approved

21le| rates cf the utility are shall ke deemed +tobe the interim rates
217 of the receiver until modified by the commission.

218 Section 5. Effective July 1, 2012, any rate structure of a

219 water cr wastewater utility which prowvides for an increase in

220| the rate based upon an increase in consumption by the customer

221 is void and of no effect.

222 Section ©. Study Committee on Investor-Cwned Water and

223 Wastewater Utility Systems.—

24 (1) There is created a Study Committes on Investor-Owned

Page 8 of 12

CODING: Words stacken are deletions; words undedined are additions.
hb1379-00

240



F

Appendix VI: Public Input
Part 3, Document 3

L ORI D A H & U

w
m

o F R EPREZSENMNT A

HB 1379

Water and Wastewater Utility Systems, which shall be composed of

Page 10 of 13
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17 members designated and appointed as follows:

(2) Two Senators appointed by the President of the Senate,

one of whom shall ke appointed as chair by the President of the

(k) Two Bepresentatives appointed by the Speaksr of the
)= )= =

(c) The Secretary of Envirommental Protection or his o

her designee, who shall be a nonvoting memker of the committee.

d) The chair of the Public Service Commission or his

her designee, who shall be a nonvoting memker of the committee.

(2) 2 representative of a water management district

appointed by the Gowvernor.

(f) 2 representative of a water or wastewater system

owned

or operated by a municipal gowvermment appointed by the Gowve

rnor.

(g) & representative of a water or wastewater system

owned

or operated by a cocunty government appointed bv the Governc

.

(h) The chair of a county commission that regulates

inventor-owned water or wastewater utility svstems, who shall be

a nonvoting member of the committee.

(i) 2 representative of a county health department

appointed by the Governor, who shall be a nonvoting member

of

the committee.

(1) 2 representative of the Florida Rural Water

Association appointed by the Governor.

(k) 2 representative of a small investor-owned water

wastewater utility appcinted by the Governcr.

(1) 2 representative of a large inwvestor-owned water

Page 9of 12
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253| wastewater utility appointed by the Governor.

254 (m) The Public Counsel or his or her designee.
255 (n) & customer of a Class C water or wastewater utility

256| appointed by the Gowvernor.

25 (z) & representative of a govermment authority that was

258 created pursuant to chapter 367, Florida Statutes, appointed by

259| the Governor.

Zel 2) The members shall serve until the work of the

2gl| committes is complete and the committee is terminated, except
262 that if a member nc longer serves in the position required for

263 appointment, the member shall be replaced by the individual who

264 serves in such position.

Zieh (3) Members of the committee shall serve without

Zko compensation, but are entitled to reimbursement for all

2e7 reasonable and necessary expenses, including travel expenses, in

2g8 the performance of their duties as provided in 5. 112.061,

2e9 Florida Statutes.

270 (4) The appointing authority may remowve or suspend a

1 member appointed by it for cause, including, but not limited to,

272 failure to attend two or more mestings of the committee.
273 (3) The Pubklic Service Commission shall prowvide the staff,
274 information, assistance, and facilities as ars desemsed necessary

Z75 for the committee to carry out its duties under this section.

276| Funding for the committes shall ke paid from the Florida Public

277 Service Requlatory Trust Fund.

278 (6) The committee shall identify issuss of concern of
279 inwvestocr-owned water and wastewater utility systems,
280| particularly small systems, and their custcomers and resesarch
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possikble solutiomns. Inm addition, the committee shall consider:

(a) The ability of a small investor-owned water and

wastewater utility to achieve economies of scales when purchasing

equipment, commodities, or services.

(b)) The availability of low interest loans to a small,

privately owned water or wastewater utility.

=3 Any tax incentives or exemptions, temporary or

permanent, which are awvailable to a small water or wastewater

utility.

(d) The impact on customer rates if a utility purchases an

existing water or wastewater utility svstem.

(2) The impact on customer rates of a utility providing

service through the use of a reseller.,

(f) oOther issuses that the committee identifies during its

investigation.

(7) The committee shall meet at the time and location as

the chair determines, except that the committes shall meet a

minimam of four times. At least two meetings must ke held in an

area that is centrally located to utility customers who have

recently been affected by a significant increase in water or

wastewater utility rates. The public shall bs given the

opportunity to speak at the meeting.

(B) By December 31, 2012, the committes shall prepare and

submit to the Governor, the President of the Senate, and the

Speaksr of the House of Bepresentatives a report detailing its

findings pursuant to subsection (6) and making specific

legislative recommendations.

(9) This section expires and the committes terminates June
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309| 30, 2013.

310 Section 7. This act shall take effect July 1, 2012
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From: Cliff & Sue Parker November 2, 2012

1214 Foggy Ridge Plkwy.
Lutz, Fl. 33553

Ernest & Dorothy Penton
23846 Dutch Lane
Lutz, Fl. 33559

Re: Florida Governmental Utility Authority
280 Wekiva Springs Rd. Ste. 2000
Longwood, Fl. 32779

To: Water Study Committes
Gerald L. Hunter Bidg.
2540 Shumand Oak Blvd.
Tallahassee, Fl. 32399-0850

We are sending you a list of 522 signatures that we collected, during the last two months, from
our local areas of Turtle Lakes and Oak Grove subdivisions in East Pasco County in a petition of our
protest and discernment against the 94% rate increase that the FGUA levied on us in August of 2012,

We are four retirees, in our late sixties and seventies, amongst several in this small area, that
are affected, parsonally, by this outrageous increase in a utility that is imperative and mandatory to our
daily lives and welfare.

This is, also, home to many middle class families with children and house hold pets, that are
struggling to deal with the economy that we all have to live in.

We four retirees wanted to see if there were other residents, in our neighborhood, that were as
concerned and devastated by this increase as we were, so we canvassed these areas, by foot, and found
that everyone, that we talked to, were very devastated by this inconsiderate and unconstitutional rate
hike in a utility that is a natural commodity that we all need and use every day.

We are hoping that you will acknowledge this petition, of 522 signatures, and will take into
consideration to try, and possibly, enforce some kind of regulation on this particular privately owned
utility to cut this rate hike to a reasonable amount, or at least, restrict them from imposing a rate hike of
this magnitude in the future.

Please take into consideration this petition on behalf of this small community of Pasco County
residents, voters, and tax payers and our welfare in this matter.

Thank you for your time,

mm%%j @Q ) o)
. Co
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PETITION

Re: Florida Governmental Utility Auth.
P.O. Box 150106
Cape Coral, Fl. 33915
6915 Perrine Ranch. Rd.
New Port Richey, Fl. 34655

This petition is in regards to the above named Co. in
protest to the recent increase of 94%, on the residential
water bills, sent out, in August 2012, to the residents of
the Turtle Lakes and Oak Grove subdivisions.

This area is a very well established community of
several years old and is home to many retirees, people
on disability and middle class income families.

We feel this outrageous rate increase is, very,
unjust, unfair and discriminatory and detrimental to our
welfare and wellbeing! We have already been paying
above normal water bills, for several years, due to Mad
Hatter’s negligence a few years ago and this 94%
increase just adds to that cost for us as customers.

We feel this was without proper notification or logic
in this deteriorating economy!!
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Re: the 84% increase in the water bill
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Re: the 84% increase in the water bill

‘?—EL&;;:;/ Méu/ Spﬁ{f/“”'}/ /266 . ,fz;u’{ ﬁ?

6}\'3 j, :F Do et | - fl.qq‘

?M%@ G0l Lommk@ %3559
9. K&ﬂ Puﬂunn 23927 /ngﬁm&;% |
el : AT 7 4

1041177 %Mfﬁ/ /ﬂfﬁf/‘“ Fsey ; -
rOf, W\(ﬂmw{,‘ ?\\Tﬂﬂ 171 ng..-lc..r ati) [Jw, F’L %77‘3'7‘?
Ll i £ 1] i o L o

e )r{"l_ 7 1243 natee ol Lotz 33 LT
s 4V Y A 131D 9D4BWATEL ¢, 1ulz £ 3535‘?
18 2- N 1331 ide e Jukz 23S
114 [OY Leswede 3358

250



Appendix VI: Public Input
Part 3, Document 4
Page 7 of 19

/34 Mé M 24020 - fuu'ri’e.mcmﬂr&rzf‘/j 35552

1357 /A e 57 gD 24036 Tl
126 a&qf Lz«.;z f;ff,f;' Latorus i O

i2:7. Teodova. Retvova *24{55' Lakerush Ct,Lut=, }11—'5553;
i 2.8 A8 “"'drh" o fu’ il - AWTE ‘f' |
/R29.) -..-,’_--1 ' v & 5559 i
130 2oty Fnlam 220D [ ateprssh L) - |
f3f| ‘44!._‘.“ #1 AA !
J’ﬂ M 2 N dd 0 cﬁiﬁ&’f’-"ﬂﬁh(&#{l'ﬂ' (A{'J% i“-;z 335'56;

133 “Thu A SYoRanA 292835 Laze@iss (T Lorz FL 33559

134, Low Py 2Y2EG Gprpnss eF. cuizae 33557)

135 TSErw cﬁmﬂw yez (925 Tinker DR Lotz FC FF559

. 73 4 Ferd Br{ r'r_n'ii"’-;-?l?_?_‘:f
140 v%ﬁfﬂrl!m moﬁmfé Y136 f'&‘maﬁ Jorn (. Ltz 33559

F4 | Eaugem Al 244z Koa FEem 0o Luta, 73559 _
?!L’fzﬁw i I SENG fd i F‘S-S
3 _Karw  Ouell 24205 Rrg J [Fera | V]
/Y S O 291¥9 LPalh | twen ) 559
r%ff:?azﬁbrfﬁﬁm 2A4T [ogal Fra 0 33557

f'fﬁ' a ﬂ-’ S ol e 2 * D I F-:Er"h prgda 3.5_5'_;}‘
147 ‘L. o Doliags.  2U138 .'_5__ D L 3559
/8 TJami Redlrigues M 135 Pugud fome v, Lute, FL BSS
/49 3 iy Seaacea 94129 Reugl Forn | Yl %3599
150, Byt ihee 4147 L‘MJ’ A [ cl] '
151. Xaacro ¥ ggﬂ v 1-1}3 ;;ﬁhdmmg%.lq,kz Pl 3355 |
(S2.Apala-Ruble 2 Jsan Lonpa  Lpfz fL 32557 /
7573 D ) A e, £‘ru LD 1:. f 3557

o ﬂﬂm ot Cowee |
B AV TeT S Enoeeter AL 2
o Y PP éWMM LAy

1
I

251



Appendix VI: Public Input
Part 3, Document 4
Page 8 of 19

;157”':()%.% YT autdany f"ff?r%f%/f:aaff
- A8B_N liey JV] e r:’"

159°%) sl i liovd —1——
-fép%’éai@j %‘aﬂ ¢ Y3 ¢/

ool Wél Cit [P Jomet fpan [ion

91 e O 5 I .ﬁf’.

: ""éz J‘_l_..‘.. e _" _’; .-.d;._.;.'.- . - :__ ‘)
163 (0 s o LeNfoD it s s Ly ] 55
LY ..m.. A2, anin o bForas, F-. ey A
165' Jm ,,ch@-e’f’ Fuere ¢ Ydhrs r 7" la R ss'ﬁ—f‘?
166 m\s e, WU e i (£ <2557

167. RMJ* l U,‘:n’? Todle fofas Liv Lits E) FI553
169, Al lovasgn ['?5" 6-_4%91 (4 “Lpﬁ“z; ié'! ’%’3‘356’1
- k ! Y 5 Raoe d 3 .

gwa. E’.w I .tfe:c?? /C.¢ ..?_-?S'Sj

. 243 z& afm.; Viéw (T Lufe 3355
182. "W pw Niwlerd 452U Tollpn Utess Cr L5r BA5ST

/3 ﬂ‘Z&Mﬂ‘@M&ﬂ ;m,m ﬁomm,vm ck 55559

252



Appendix VI: Public Input
Part 3, Document 4
Page 9 of 19

/ %4 L 7/’/ M/’iﬁ %%,_‘ |
190 (o, £l .

{92, Mo fatt 150N Twalide (oo o |

I43 1547 fihl. dse €F : A

P9y T Mo i 24110 Mndma« i

195 Llonl J ik, avids lpwgiwd HA108

196Uty A Fhly, 2180 Fanding nr. Ty, F

191 _ (b b A/Mw 29200 Lowo v Nv_(ute f1 73555

f98. -“f/jaﬂﬁaﬂ,: W‘Wﬁ‘f&?ﬁﬂ l&ﬁm DR, La,fz%jaj,ﬁ

f?q u,l I.I'-&-J‘ 5)“5 A rp g1 = i) L2 -" L8 _3;1-5?

200 o 4 _ ¢ L

201 Y Al 74309 Candinre .

R02 .f;;/ A Lol 24324 Lomiing [ I3

203 Yachs 355

204 ) \Wam ™Mbddoez 39379, Londiny pidve 3355*:1

RO5. w0 AY3YY (audwe pe 33559

206" \Toe el a0 Loardirdy 0c 33559 vtz -
= | 2941t/ L ,b:';’ D. 33557 Lotz

2134 29207 [Gbtac [

;  LwTs, ??J‘J""‘T
. 2/ %av&mh Mﬁﬂ ;’?‘44?1 gﬁ"hn.] Lo at) ﬂR_.a
R15% OB D T
21¢ J< S, o7 2‘-‘24"-': Sarieesol) €Y
<17 . le 2Yeo2 Titsoso C

<18, Nei, Wner QﬁfaLfTs' Fnﬁ“mmm [

220Taniar Ll ,1’}:54/ AR C;‘,é«/&.ﬁ,?
<2/ ﬁ@m Lt Sommae Aqittr G- 73555
R2Z. JY3/ A O Lorz Fe

253



Appendix VI: Public Input
Part 3, Document 4
Page 10 of 19

223 ., £ MMMQM ¢ 10 oeal’ CF

22'{(‘ funr. S 24505 Dok K
]/ﬁ‘\\ﬂ\n\“\g Q“:a-ﬁ\h \tﬁl:"\}-.hl; .‘\\\u\«-‘-‘;-- : t\._;\:_ N
2‘?'&! k] @Q;H‘nﬁbﬁ? o ,Jﬁ{m bn’-’f‘-ﬁ’/g (ﬂf:
227, '} /- L.;J.f-;‘,:a.iﬁ‘ DEmAL  ET
RAE, /4 ) Jeo Deapy T
229 Ot Wongzer 2 Denal), ¢
R30. eV il " & FYSY  Tspgersdal (F
231 N AP nder M50 Brenzy ok CE-
232 Wte ) S d 24504 SR Wige [T
233
234, Ll €]
2347 . : :
236" Sy - L 2404 [0 Suwmme r (A ind
2.3, 2 Y0 Ty, i Aingd C7
238. Py 26034/ Stmatrreiiind (O
239 e 2 See Hal
249 242 Cvemetians CF,
z‘ff_v | o 283/0  Seosmpme oS O
A2 fldig > i Srmmeidiwd -

243 /A 7, robin e —— QHIHO__ Symmervin & b

2ag M Bl 4419 ) Spusen  Co_ Laz

2957 dle, LoD~ Y5> Mtrwwel CF Life

24 venZ shawod Ct. ((ifz T3SST
29 Fpdnfmd, & AR 2 MSTiyppr T ngrzl 235<9
248 NNR 1IN LB ied) O Ltz 35S SS9
249 . YCAR(es J—?rqre*.s 2UN3 T MisTosd < Loniz £Ea A5t 5
230, %ﬁsf’% 2 ¥o3 pysThvond (T £477 [ 3557

25 m,.(/j;/;q.a_; Avso|  Jainy, Gy lute, F£ 3357
szMm,u fatt zasn bidhwood cf. hutz, F] 33554
2673 {

2541 eene Yois Z%liﬂ@m}fgﬂ%gﬁ 235HA

254



Appendix VI: Public Input
Part 3, Document 4
Page 11 of 19

0 L;._' .
_ 255\&%@%@\3\#5— /3¢ EDCe et TEl
26 L UW,, )Lz agbeny LD Al 55 ) = ,:, PG

L

R N P e —
259 s e e

259  Adin Oste 717

REL L acznmole Y, (o2, FL'
2&l ﬁflﬂ }"_CJ\’\U\ ‘\SS‘F +m1h Palrs  Loap !

262 LAY 2 f”, AT 2 ph FFSEF
263, fomp Ltz O 3“;"?’
264 .

7o5, ! To = 335
2.6(‘# : 1"“. én é‘ef" I-""I'_}q ¥al é— O i g © Laoo = : r: 333'5'?

2‘5? v En s, h P .::‘_, 7, preod £ £\ d o ":-'i( o
;’-‘éf iy s T A op Lotz F3557

LI j'r._.-l_ 7y Jf. RE N Aty

269 Rov> Aubblell WSS Winds gmer Lo (e ] 235€7
- 270. Mﬁfw‘ ¢ 1449 umfmwm Lﬁh P 5:5‘36‘?

' " e o /dd? MM Etpgy ve 55 J'T;
E?é-&ff/ﬁ :5&/»4?' 29,51 angm-f P ?3%*567

297 Rt rbn 1/ ppe /137 e " AT 3:3‘55'?
27g._ M AN M"

27 Lonal Ao 23800 Lakinnll(” aff. FI55)'
E?L‘f M’ﬂ. pLong 23 149G LAk Cr juTz 33559
281, (G ofe SFEI 23790 Caky et ff CE. 22557
282 ’ ik 207 %) Lkl L G857

293 ("N\g Lﬂ,kuL REYAI Lﬁu?rﬁ Dy 225697
284 %:1 23git Jakeh Ny Dr - 33559
245 e P 710 iy Ty 22553

255



Appendix VI: Public Input
Part 3, Document 4
Page 12 of 19

284 &_W&,@\ (258 Gupa@ogy oot 335°¢7
i) e 4 - e, A 1256 W el roaff 32557 i

288 < AN wioved 150z twaua fa oap 27,

28%._ Man Toves SH Tism Palms Levp 32579 |
2§0. WA, T WLl F3557
294 1556 Ju - 367, |
29z. ' : 554 Jus 3357
293 U, . L %3569

294 Dysal L 3355

2953000 Iquqﬁm aoe | IHE bz, L33 -
296, Wl Nwede ok ha wwj lwm t:bﬁr- ¥, %S9

297 Damwa /Ff"mc:’ f&’ﬁé”éfwgﬁrﬁ#ﬁmﬂtf@’ ~Loite_ —iiﬁ"“?

) heka /ST 1141 Facey ﬂm;e PRy LUTZ L 357559
Sa?gjkiéﬁém} mmﬂﬂﬁiﬂ 13909 ewaly of WAz ¢l 33559 '
3os. ] 5 pEY ul \
Joé i (5.0) ot 233559

’ o N 0 - . 35559

o W N (A L0 LT
Sy, Mg 23747 Hallye - 25T
309 WWaf, Malada 9360 (ateWalr oF (L Tl

3o Chi 4-J il e IO L Eg;";f
3/ 3DE I(ELL‘i ;—hmés \5217 an,ﬁ o [rdga Pl st rel 35555

z«?”ﬂ@ L e € [

256



Appendix VI: Public Input
Part 3, Document 4
Page 13 of 19

30 Mo 7y 1251 Dudtde U
318 A e do Mo 1248 Durbude D€L eitz, 33657
318 7 Jitbend E . Fn _JILH&}C:- Foecy Risce PRY Lurz 33559

3!“? @qﬂ}/ﬂ1'|uemﬂag 1360 ﬁ“j_ﬂj Q—iﬂfjf W"“f L“JZF_BBE?

Sy G I |

321 LIV o] 7 |

322. @EIE,,L/V 4{_}5} ﬂjlud[gmrlmrf lukz- j‘r‘f}ﬂjﬁ"f

223 Mpuge/ce Sauwe ok Jvapsn Lo, 535"5’7‘

3244 Maring Urrego 335"95 de iz FL 3755¢
f?;.l -E“’#&L«.Jffef _{”f xﬁd— iz 235 F/

325. / o #a.,mh
326 7 4, i

327 ﬁxyﬂfﬁw T btk &L Lk 33579

32.8 AL S~
32“? ' .r- fn"—‘—‘ ¢ 1)
330, . otf 7. L))
331 Y ae < L -
3321' / - A
333, (Aendf /L 2ifnds TimBeufame F (A Fo
RO Z0 Ting bo -__- vhe +=2 .

Iz “...-_..L-i-
335 Uellive 1 0 33559
336 ﬂvmmmyw Ly s

I3 Ak Lo F35%%
(1. L ‘fi,ﬂ&%w

33'3' A0 Nin 13 frp e H

33?I. i ﬁ:.. ) ~ALELD (I ne = I

39’;‘0- f WA ._ Fahic [ A A A A i A ; \533}

3, ,g?, Lt 2 %r;x W& ,fo, 28 7335575

BH8,_APA 72 ZGO5 Timbeoset €T _culz, /—?: 55
200 Qe

343 l-!l (O A Lha-Lq
394 kdn Mo 2lon ,m,,ﬂqoc,}qdj.m) J:; 33«55’?
3455, Jcnu&f badhy Qe Tusind €5 Lot FL 23584

ol o[ olz w555 /

346, . kot 2014 Tucklosack .
/

257



Appendix VI: Public Input
Part 3, Document 4
Page 14 of 19

347 %_%g %ﬁ’\— MW [Fog5alidse PIC—
345, 5=

355 A gad Saag s Feadlee

‘3%‘? _'A?jvﬁ_w— ?Mh I‘I?UL i’\l{c}ﬂw{f{" ﬂ‘_ &LJ%:{Q%ZG‘
350, fmﬁt Viever 1310 Mpniiefe Pr Cotz 12 5757
g5, ' Noriwi , 3357
352

< %"

3453, ELIZ ,e !2«{4".2-—-'

35‘# /i

3857 5 H;r—'! e f

T : ﬁ—f
N3 WoReyiels P Lurz Fia REY Sy | "3{;‘]2_

#\356 GIne ¢ Bofles

357_(Cagol B M. Jlec \347 NogwiceDe Lucs (35

35344& % N T inpe 2 1omn (39859
359 (—,»“é’m”@/ Mﬂa rﬁ%fr’ Norwick {fr ,Lod'z Tl 33557
l I

: WAL 7 H.M Mmivﬁ zf#'fa F2_3% 9’9‘5?
Ja3, J'éésﬁ D 24142 Dracene C+ Ltz FL_sapes
64 el T o 2013¢ Jorcson eﬂ;ara 1797 ?
thr-u- ] '-"HE = =24 z_.r:-‘ i ; L
36’:6 28 7 ,-...’r e 2135 Linefua e i ?353“?

il

G 367 RIS DN 703 DRA s BT 3 IS5

368, Amﬂmm > 335

345? _r sﬁ.;h ‘ ) ( Ly A=

I70._ gl MLy /922 Nppew ik £L
371 _Lsvingr Tl " 53 ¢
372 0w NoWea o 14y0 Nﬂf"ﬂ#r‘ﬂfDﬁ 35@5“‘
373. ELd Mo sar-1' (1P wrm cle Py vised

258



Appendix VI: Public Input
Part 3, Document 4
Page 15 of 19

J"?g ‘}:jaf’? Z‘HID f_anaﬂaa\ m‘ld\“_ Lufe €2 35559
319 Bogaré feamsr . - AT 7 FTETD
I8 7.4 __ Zupo ..;zw&;, e, Locrg A 275S
38/ f&»// @@omﬁfﬂfg [edaochve, NdTZ 33589
382 M e%émﬁ;w:lw Wm Lylz =3 1’1“?

293 Senl Uinels 24321 Lehd@ing Drr Lud [t 33559
3841 MJM DA, /335570 4
385 e ononkoond 10 LA o 235
384, rﬂ-fﬂ .' A7 o (J T Im.!‘ yry
38 At By R ) aﬁm,;m: D8 Lu72 L 33509
333{”’,, £ JYHIT LA, TR LiTE e F35FF

), fron D T §9

4 . Z_ j— 0

(2 Y Ty VT w’s;l ’ gﬁ/ﬁ-
393 4 agé’fg’ ﬁ} B mﬂﬁm,— g ;.Ls@f/i»wiwcﬁf 5P, i@%,

‘thf oA = o & . 534
395 o, L2z
39 &% - Hmo
397 el
378 & Zry, ﬁ,yww M '
399 &&M@_@_
400, gosevt atwsso 24507 oorvare cr.
4o f ZEH3ET tadeseed
Yoz, 24327 Mrsr‘muﬁi lutz 17 335"
03, mad{‘ﬁ Cfsu: 24323 Mighowd CF futa, ﬁ;a“a‘ﬁ
, ; . (AL itz

P i v
HoOT7 JUSOCR mrcm 24343 P, sruaoed C’r \viz £ 33559
408 Lo d (oo Krowus 943G m\ﬁwﬂbd& L 22557
woq [/ EN) 2435, T LulTz 33559y
10, ds o5 a4 m”mmcm [t fA 35559,

259



Appendix VI: Public Input
Part 3, Document 4

Page 16 of 19
g4 ‘qd{\ Coitle Hy Zhyzy fbrrey oan ed Loty £ ﬁ‘“ e
13, Zoo. (omez 24l)F ﬁa@symt ot dutz, ﬁ,{, 2. G.
#13 H4p 9 Lu
“#y, ;gffw e N,ﬁ.‘iw f:ufwg E@i&w@ﬂaﬁ Cr.eure, ﬁ#???s“
: . ) 7.’

2. P CT. (Amz Fr 22559
N 240z 24 C. 33559
Sy DAt ;g”?
$15 : f?}? o jbreeq, O:thff-r;{u‘\‘l..}’f 25555
Hib =0 ) L 3355
17 e errwen 0 20 Brecles ek Cr- LiFz 32555
718 Prgels Chlas  <36S Semmeruind CT- Cotz AL 33559 €2
419 Mngm A Tl bap LYIY Sep wivs Cr. Lorz r: 335.5?%#-5?‘--
"‘f&"lﬂ _JfL_.._Jlﬂ. ([r2p. a8 ""'f 7 o UM, I\ ll [ & ﬁ— Sgﬁﬂ?
942 fr. m' ey Jyf"‘hvb v prd o F Lei 2 ?&fjfg's.

:MMI' {)\J ALLSL Sl ey 4"’ o (s .-" 535359
- TN QA I

pa il i el € » E 55
Y Y 4 s g (S Z25T.

T w el Jlt Q; .

“27, '-'4"”' f ,wmw f/.! ’

260



Appendix VI: Public Input

Part 3, Document 4
Page 17 of 19

43An 24525 g Vil op

-,'_i-"-'i""' 2] i . _.-“.-QL_J;;-‘HF 5 !’Rﬂ/ M H_

#I6T MATLAD . w9948 P udond OF
4377 [ Ao Q239 Sienchaia] ©F
438 S b 24308 Banmmohwoend Ot

#39. _ ) 1le 5’-’45/? &Mﬁﬁ«d L"?‘“

Y > WY1anfer s P . =
tif' m'l‘x}\.‘ﬂh& “I»a!._ =, —2*;!3_‘&'-'-‘? Eﬁﬂc L2 o E;?L"'
20y 1tam Coselln 2336 BrovCh wood C+
WJ’M& {W—J?lz%ﬂ? Br oun thwecd G-

gy b (L ﬁ\ .—O‘-i%‘%h%hf 0o ot _

it #15lG), q &m 4B (afe dbe o, fo
w6, )l 7 jo23 wolh oy OF Jufz
Gt T oy ‘ 1o rdale @,1; {_"dd'z..
Hyg B L2 . J617 .
G S Lo xfffff QJM ¢ Aw‘t\ ﬂaﬁ%ﬁ

#5@: - = Far 53}_{7
Ef-shiﬁg;%% 333!0 queh l‘u i)-. ,_ngm {1’%333‘1

261



Appendix VI: Public Input
Part 3, Document 4

Page 18 of 19
ol A A (A A m-.; hanalst4 Al BT
H62B o bl Lapos, 75 Y- farsary Ot Lurz 33559
qéq Mickelle GMMG ZLfLHL: Kﬂrz.um’r 4 { Az ggg ‘?

Qo4 Loata Ve A 3 7 &,
65 Tosé flne gyé_ijfu 3#5? ,&m& a,i J,m 7 33559 P
Yol ﬂﬁ\"\.l_, GJH 244 Uoxcvreli e Loty £ 33555

4 4,7 : _ Vorpale Coudd Mz A 335K
5768, Lo 'f"" . AP Carrdi (4. (oTz R33557
Wé?%%% 24514 Kewnaldi Ct Lotz TL 33559
478 Yoo Ay SFo 24 ;fﬂﬂé&hfﬁ/ﬁfffcﬁ)‘gﬁf{?’

A7 W \oon Wenndndep 20452 Sommer M G FL 33557
480 Sua h Quispe. 2444h SummerViskds cf Lotz " 22,5¢9

481 Devald Sdancen 23Meb Sunmaer Mighds P \udz T
492 |end b.g{m.wfr;z}g% S-.me;\iswa &r Lz f 53?:'.? ==

262



Appendix VI: Public Input
Part 3, Document 4
Page 19 of 19

Y9, QJ@’:AW 24350 BMCJ{MUDJ C%M 33557

Y97 Boarts
798 ﬁmu’mmn 24349 1 ’%mnfk ck . Lukfz

49 ?WLM@M?' L
S00.Deswiln Bl - i

5ol N lanre ffE— ﬂf/ﬁ’-f@ zfuzﬂaaﬁwmi e

5027 2305 prmhumd

503, CoRzerT A48T fbﬂﬂmﬂumo eT. LuT2, FL 235357
304, b7 i NP o o YY) Gan (7 faidd #. g =5
‘50‘525 Y K8 W i VT faed = 4 <
Joé f’f % [k ;.ﬂi" foude P ZASEF

5 G?Wﬁ?rf{ﬁﬁaHW Yiude H.3755G
508, “’sw Dun.-Lf wzfe_ S‘mm o (ol [ I355T

tﬁ"?. J _ - ] = f{J‘ﬁj

5&?@.@:00 K 2Gaacoral - CF -Late R asscT
520> Pdocen s BSIST G Rremle CF Lot ?m?

21, //./fj’ 3. & 2vrne o v o
522 AW AT Hageas T Q4140 DEnoli Chi Loy ggigﬁf:@ 7 ).
= | gﬁj

263



264



Appendix VI: Public Input
Part 3, Document 5
Page 1 of 24
Response of FGUA to Petition

From: Garner, Bill [mailto:bgarner@ngn-tally.com]

Sent: Tuesday, November 27, 2012 12:45 PM

To: Julie 1. Brown

Cc: ray.pilon@myfloridahouse.gov; scarlet_frisina@columbiacountyfla.com; jmariano@pascocountyfl.net;
Kelly.jr@leg.state.fl.us; Katherine Fleming; van.hoofnagle@dep.state.fl.us; burkimwater@aol.com;
pcflynn@uiwater.com; john-frame@comcast.net; garyfries@polk-county.net;
donna_gregory@doh.state.fl.us; bobby.lue@watermatters.org; utilityconsultant@yahoo.com;
terrero@miamidade.gov; marionutl@aol.com; Gary.Williams@frwa.net; kgoodman@comecast.net; JoOAnn
Chase; Larry Harris

Subject: Petition by FGUA Customers in Pasco County’s Turtle Lakes and Oak Grove Subdivisions

Dear Chairperson Brown,

It has come to our attention that the Study Committee on Investor-Owned Water and
Wastewater Utilities has received a petition from some FGUA customers served by the Mad
Hatter Utility System seeking relief from rates characterized as too high. The FGUA
never takes dissatisfaction among its customers lightly, and works diligently to foster
relationships of trust and cooperation with its customers. These efforts, generally, result in a
high level of satisfaction among FGUA customers, as confirmed in the attached documents.

The FGUA begins establishing positive relationships with customers even before
acquisition. As part of its acquisition model, the FGUA works cooperatively with a utility’s
customers and with the local government that is host to the private utility system. Such
cooperation typically begins well before the date of acquisition and creates a relationship of trust
which enhances the ability of the FGUA to deliver a high level of customer satisfaction during
the acquisition process and after the FGUA becomes the owner and operator of the system.

The FGUA immediately contacted customer representatives from the Turtle Lakes/Oak
Grove area upon receipt of this petition and discussions have been initiated. Committee
members should be aware that FGUA representatives held several meetings with customers of
Mad Hatter prior to the FGUA acquisition. The rates approved by the FGUA were significantly
lower than the rates the prior owner was seeking from the Florida Public Service Commission
and the only customers to appear before the FGUA Board at the public hearing to approve the
acquisition supported it. The FGUA acquisition also had the unanimous support of the Pasco
County Board of County Commissioners, which requested that the FGUA accomplish the
purchase in the first place.

Should you have any questions regarding the attached document, the FGUA acquisition
of the Mad Hatter Utility System, or the FGUA in general, please feel free to contact Brian
Armstrong at 850-322-4097.

Respectfully,
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William C. Garner (Bill)

Nabors
Giblin
Nlc_kersonm.

1500 Mahan -Dr'ive, Suite 200
Tallahassee, Florida 32308

(850) 224-4070 Tel.
(850) 224-4073 Fax

The information contained in this e-mail message is intended for the personal and confidential use of the recipient(s) named
above. This message and its attachments may be an attorney-client communication and, as such, is privileged and confidential.
If the reader of this message is not the intended recipient or an agent responsible for delivering it to the intended recipient, you
are hereby notified that you have received this document in error and that any review, dissemination, distribution, or copying of
this message is strictly prohibited. If you have received this communication in error, please notify us immediately by telephone
or e-mail and delete the original message. Internal Revenue Service regulations require that certain types of written advice
include a disclaimer. To the extent the preceding message contains advice relating to a Federal tax issue, unless expressly stated
otherwise the advice is not intended or written to be used, and it cannot be used by the recipient or any other taxpayer, for the
purpose of avoiding Federal tax penalties, and was not written to support the promotion or marketing of any transaction or
matter discussed herein. Thank you.
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CREATIVE HE}NAGEMENT,
PLANNING & DEVELOPMENT
OF WATER EESOURCES.

Home About Us Doing Business Community Connections More Information

Online
Bill Pay

Py your Lty bl hens

Customer
Center

Account Sap Offics Hours —

FGUA Acquires Mad Hatter Utility, Inc. and Paradise Lakes, LLC
"ﬂt sure whlﬁh Residents in Lutr and Land O° Lakes, Flonds have a new l.llM!.' povider. Click far mons info.

system you are in? —

Tha Flarida Govemmantal Utility Authanty provides sanices 1o appraoximately 80,000 Floridians avery day.
This wabsile is designed to provide you information about the system that sarves you, lo provide the
convaniance af anline bill paying, and give you an apportunity o laarn mare or provide feadback.

We'ra listening, and wa're intarasted in what you think!

FGUA Systems

AFB MacDill Golden Gate Mad Hatter
Aloha Gardens Holiday HNorth Fort Myers
Angus Valley Lehigh Acres Seven Springs
Colonial Manor Lindrick Vimginia City

Dixie Grove Estates
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PASCO COUNTY, FLORIDA

"Bring Opportunities Home" [ 37918 Meridian Avenue - Dade City, Florida 33525
g Uppo
(352} 5214111 - Fax (337} 5214105
O 8731 Citizens Drive - New Part Richey 14654
(T27) BAT-R100 - Fax {T27) B47-4569

District 1 - Ted Schrader
District 2 - Pat Mulieri, Ed.D.
District 3 - Ann Hildebrand
District 4 - Henry Wilson
District 5 - Jack Mariano

November 7, 2012

Re: Florida Governmental Utility Authority Aqua Utility Acquisition

To Whom It May Concemn:

Those of us in government, both elected and appointed officials, understand that one of
the most essential services we provide to promote public safety, welfare, and health is
water and sewer service.

In Florida, water and sewer is sometimes provided by private investor-owned utilities.
For years, many Pasco County residents were serviced by a certain private company
and paid very high rates for poor water quality. They called it Black Water due to the
hydrogen sulfide issues.

The County attempted to buy the system, but we were unable to reach an acceptable
purchase agreement. Customers bombarded the Public Service Commission with
complaints while rates kept increasing, and neither water quality nor customer service
improved.

We approached the Florida Governmental Utility Authority (FGUA) to acquire the utility.
It did not happen ovemight, but in a diligent, responsible way, FGUA evaluated the
County system, including the costs to bring water supply and treatment facilities up to
County standards, and negotiated a purchase agreement. This enabied us to move the
utility to public ownership. The customers have been very happy with the change and
with FGUA's commitment to improving water quality and service. In short, FGUA did
everything they promised and more.

This has turned out to be an excellent intergovernmental relationship. Our residents are
getting high quality water and service. Although additional utility system debt must be
incurred to finance the acquisition and provide improvement, FGUA has managed to
maintain rates below what customers would have been paying under continued private
ownership.

NbochiTWHomeDisipatemo WARIANCAA QLA UTILITIESWEGUA FORM LTR (11.7.12) coc
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November 7, 2012
Re: Florida Governmental Utility Authority Aqua Utility Acquisition
Page Two

At the County, we have been so pleased with the FGUA that we have supported their
acquisition of other private utilities in the County. Without reservation, and from the
standpoint of a “host" government representative, | can tell you that the FGUA is a
partner in the truest sense of the word.

| am available to answer any questions you may have. Please feel free to contact me at
T27-847-8100 or jmariano@ pascocountyfl.net.

Sincerely,

ack Mariano
District 5

JM/AUDR:p
cc.  Board of County Commissioners
John J. Gallagher, County Administrator

Bruce E. Kennedy, P.E., Assistant County Administrator {Utilities Services)
Joseph D. Richards, Senior Assistant County Attorney

beefil0 N HomeDirsipatema MARIANOWMG LA UTILITIESIFGUA FORM LTR (11.7.12).d0¢
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EXECUTIVE SUMMARY

A random sample of 578 customers were interviewed by telephone between lanuary 23 and
January 30, 2012, This list was derved from the Florida Government Ltility Authority's (FGUA)
customer listings in the four gecgraphic service areas.

The data in the FGLA Customer Service Survey revealed considerable satisfaction with water and/
Or Sewer Senices.

Of those who have contacted the FGUA Service Center, 75
percent give FGUA either a “good” or “excellent” overall
service rating. Of those, 75 percent say the last time they
contacted FGUA about an issue, it was handled in a “good” or
“‘excellent” manner. Likewise, 92 percent of customers were
either “satisfied” or “very satisfied” with FGUA’s response to
water/sewer emergencies, 94 percent were either “satisfied”
or “very satisfied” with FGUA’s response to their request for
new service, and 91 percent were either “satisfied” or “very
satisfied” with FGUA’s response to maintenance requests.

EPR GROUP | FGUA CUSTOMER SERVICE OPINION SURVEY

A number of findings are worthy of consideration and some action steps are presented.

* Ninetyeight percent of the customers interviewed said they were the
person who pays the water and/or sewer bill at their home. We also had about
as many (29 percent) new customers (<2 years) as longtemn (31 percent) customers (=10
years). Only about onednthres (31 percent) customers have had the occasion to call
FGLA customer service.

* By neary a threeto-one ratio (45 percent), billing questions over starting sendces
(12 percent) were the most freguently cited reason for contacting FGUA customer
service. The final, open-ended guestion on the survey also revealed that billing
issues gamened the greatest number of suggestions for improvemnent.

* Examining the mean (average) scores on customer evaluations of the FGLUA
representatives they spoke with, all scores pointed toa positive customer expenience.
The highest (3.20) was for “courtesy” followed by “level of knowledge” (3.06),
then the “overall mting” (3.04) and “handling the inguiry to the satisfaction of
the customer” (3.03). The lowest rating was for “speed with which the issue was M [
resolved” (2.97). e
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* |tis accurate to state that FGUA customer service representatives
ane courtecus, knowledgeable, and provide overall satisfaction
10 Most customers.

* The vast majority of customers (92 percent) said they didn't have any

trouble reaching FGUA customer service representatives.

* For the 7 percent who reported difficulties reaching a FGUA representative,
the most frequently cited difficulties wene: trouble getting a supervisor, the
problem wasn't fixed after they reported it, and/or they can't get a real person
to speak with, only a recording,

* Satisfaction with services is quite high. On a four-point Likert scale from “very dissatisfied'
(1) to “very satisfied” (4) customers rated FGUA above “good” (3) onall these guestions.
The greatest satisfaction was with emergency response (3.21), then requests for new)’
changes in services (3.17), followed by maintenance issues (3.15).

* There was one significant difference among the intervally-scaled service,
satisfaction and FGUA Newsletter varnables. Customers in the Golden Gate service
area ane significantly less satisfied than any of the other service areas in FGUA's
response to an emergency (water cutage, low pressure, flooding, etc.).

* The fact that only one-third (32 percent) of FGUA customers needed to contact the FGLUA
service center indicates that water and/or sewer service is reliable. Further, the scores
£iven by customers who did have to call the FGUA service center were “Good”. Nothing
about FGUA customer service appears to need change. Reviewing the responses to the
openended guestion in the survey might help fine tune FGUA's customer service.
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Customer Testimonials

Providing the best, cost-efficient water and wastewater services are not just about the experts on the
ground. It begins and ends with the customer.

FGUA maintains a close relationship with all of its customers. From the community service
representatives that are part of each system to the regular meetings and newsletters, FGUA is a
positive part of every family served.

And customers agree, especially after bad experiences with previous private utility owners.

State Sen. Mike Fasano, an FGUA customer in Pasco County
“Please know how much we appreciate your good work.
If we still had Aloha (a private company) today, we would be paying higher prices with nothing

being done on the quality of water and service.”

John Andrews, Chair of Committee for Better Water Now, a citizen initiative
started to improve water quality under the previous utility owner

“As a very satisfied FGUA/S. Water customer, | want to express my appreciation for your
outstanding management of our water utility - FGUA/Pasco Systems.

You provide an example of what a great water utility can offer all of its customers. Your
company's responsiveness has exceeded our expectations.

| know that members of our Committee for Better Water Now welcome your personal expertise,
dedication and openness. And we are impressed with the knowledge and involement of your
key employees, who keep us well informed about plans, current activities and progress.

For nearly 15 years, AMloha Utilites customers in the Seven Springs service area complained
about Aloha's black, smelly water and very poor customer service. Aloha refused to cooperate or
improve the water, and often took legal actions to avoid system improvements.

Finally, success was achieved when Pasco County commissioners voted to join the FGUA. The
FGUA purchased Aloha Utilties in February 2009, and ULS. Water became the facilities manager.

You and your employees are doing an outstanding job of operating these facilities, performing
repairs, implementing system upgrades, and improving customer senvice. During monthly
meetings, the FGUA/U.S. Water team provides CEWN members excellent status information as
system upgrades continue. And the FGUA newsletter, website and public meetings keep
customers informed about progress.

We look forward to the completion of major infrastructure upgrades by August 2011, and turn-on
of the Pasco County utilities interface. We will celebrate the arrival of even better processed
water that we so rightfully deserve.

Thank you for your professionalism, expertise, dedication and commitment to the customers. We
especially appreciate your attendance at many of our monthly FGUA-CBWN meetings.”

T
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John Ford shares a pipe repair experience at his home

“On Monday around 4 p.m., my wife noticed water flowing from the ground in the park across
the street from our home in Trinity.

Within minutes of our calling, the lady who had been in our neighborhood reading meters
returned. She put on a pair of boots and waded into the water.

Finding something to kneel upon, she proceeded to reach into the service box up to her
shoulders reaching for something to stop the flow of water. Despite her valiant attempts, she
was unsuccessful.

She proceeded to call for the plans to find a shut-off valve in the street. In short order, several
teams arrived. The pressure of the water had washed out a section of soil, sand and mulch, and
filled the hole with water. As they pumped the water out, one man put on boots and then jumped
into the hole, only to find himself in water up to his waist

Undeterred, he searched in the waterfilled hole and found the broken pipe that caused the
problem.

[Once fixed], they then filled the hole with sand they brought to the site and topped it off with
mulch to match. They power-washed the sidewalk and street to be sure all signs of the leak were
addressed. Two days later, they returned with shrubs that matched those that were washed
away.

I am now retired after spending over 40 years in business dealing with the public. | know how
tough it can be and how it can wear on people that are face-to-face with customers.

| talked at length with the men and the woman on the scene. They had all worked for the prior
water system operator. They are all proud to be working for U.S. Water Corp., and it showed in
their wark.

| have learned that the distance from a meeting room to a customer contact point is huge.
Concepts and plans from senior managementdo not always make it to the frontline people. |
can tell you that is not a problem with U.S. Water Corp.

Youand your team are showing the community what a well-run water company looks like, and |

can tell you, they all like what they see.”

FGUA Board Member and Lee County Utilities Director, Pam Keyes, shares her
commendations on the completion of the Wate rway Estates Interconnection
project

“l dowant to give a special thank you to Rob [Dickson, FGUA Capital Program Manager] and his
efforts, especially in the last month or two.

Like any big project that last couple of months gets a litde hairy and | think with his efforts to
respond to our needs as well the Del Prado needs were really commendable.

| also want to say that Guymann really outperformed, just did a wonderful job; so | hope they can
attend one of the meetings so that we can thank them in person...

But it was guite a project, and thank you so much for your help especially that last couple of
months. Thank you.”

e
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Denise Hendley, an FGUA customer in Pasco County

“The customers in the previous Lindrick System permitted the FGUA to purchase the system with
the understanding that the County at some point would take over the system.

Having said that, even though the rates are a little higher than the county, Lindrick customers
are perfectly happy with the FGUA

Improvements are brought up quickly and efficiently, and customer service has been the best it
has ever been and communications with customers has been excellent.”

—_—
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St. Petersburg Times
tampabay.coim

Sagust 24, 2011

Aloha Utilities customers finally get their wish: good, clean water
By Lee Logan, Times Staff Writer

it toolk years for Aloha cusformers fo see this day.

The long fight for better water s almaost over for residents of Seven Springs.

Today, the government agency that bought the Aloha Utiliies water system will throw the swilch on an upgraded
weater treatment plant that will chean the sour, smelly water that residents complained about for years.

"The customers are going to be very, very pleasad to finally have good, clean water to drink,” said John Andrews, a
Trinlty resident who leads the Better Water Mow citizen group.

The new treatment plant, located next to Seven Springs Elementary, is part of $7.8 million in upgrades to the system.
The plant will treat water from the utility's nine wells to remove color and sediments. It will also remaove hydrogen
sulfide, the cause of blackish tint and rotten egg odaors in the water. Other upgrades include 6.5 miles of new water
mains and five connactions to the Pasco County ufility system.

The switch will mean seven 1o 10 days of discoloration or cloudiness, but officials say it will enly be temporary. Most
of the changes are caused by the release of built-up sediment in the lines as the new system takes over.

The Florida Governmental Utility Authority bought the Aloha Utility in 2009 for $90.5 million. The utility serves 20,000
residents in Holiday and Trinity.

Many of the complaints began in eamest in the mid '90s when two new wells came online that provided some of the
worst water to the Chelsea Place and Trinity Oaks neighborhoods.

Stephen Spratt, the assistant systems manager for FGUA, said the agency already implemented some short-term
fims, including relying less on those wells and pumpling more wafer from other wells. The utility also completaly
flushed the system to remove built-up hydrogen suifide.

The new plant will treat just more than 2 million gallons purnped daily from the utility's nine wells, The rest of the 2.8
million gallon demand will be purchased from Pasco County's utility system. Demand is expected to grow as the
aconomy improves, resulting in more water from the county.

FGUA considers itself a transitional agency that buys a troubled private system, improves it and then turns it over to a
local government. Its agreement allows Pasco to take over the system at any time, and FGUA has made similar deals
in sewveral counfies across Florida,

"It really allows somebody to focus on the problem for the county,” Spratt said,

Last fall, FGUA refinanced bonds used to buy the ufility, saving customers 5400,000 in interest costs. That will allow
the utility to reduce the planned increase in rates that take effect in October. Under these proposed new rates, a
Seven Springs home using 5,000 gallons a manth would see waler and sewer bills increase from $76 to $81.

Andrews sald residents don't like the higher rates, but he quipped, "We used 1o get rate increases with no
Improvements to the water.”

Lee Logan can be reached al logani@splimes. com or (T27) 859-8236,
Getting to this day

Custormners of Aloha Utilities have been complaining about the water quality for more than 15 years. Among the most
iconic moments in the saga:

m In 1886: To demonsirate how dirty her water was, Gloria Filotte of New Port Richey ran the hot water tap in her
bathtub. Her family bagan complaining to Aloha Utilities in 1994,

m In 1898: "That's bad water," said Bob Crouch, who supervised engineering for the state Public Service
Commission. He and then-PSC chairwoman Julia Johnson watched as Aloha Utilities president Steve Watford let the
water fiow from a hydrant in New Port Richey. The demonsfration suggested that separate from the utility's black
water problem, the ulility was not properly flughing its hydrants.

m Im 2004: Mare than 200 customers packed imo a hearing of the Public Service Commission to complain about the
poor water quakty. Residents showed up in force at countless Aloha meetings over the years and even picketed
outside the utllity offices, demanding betier water.
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St. Petersburg Times: Seven Springs' long wait for odorless, clear water almost over Page 1 of |

St Petersburg Times
tampabay.com

August23, 2011

Seven Springs' long wait for odorless, clear water almost

over
By Times Wire

Tum on the tap Thursday in southwest Pasco and the flowing water will be unfamiliar. It be clear and odor
free. At least that's the aim, though the 20,000 customers formeny served by Aloha Utilities, may see initial
turbidity and some residual black water. Don't worry. It will be temporary and should clearup in a week to 10

days.

Thursday, the Florida Gowvernmental Utility Authority’s on-site operator - U3, Water Services Corp. - throws
the switch on an improved water treatment plant, 6.5 miles of water mains and five connections to Pasco
County Utilities. Water drawn from nine existing wells will be treated at the plant with chlorine and ammonia
and mixed with water purchased from Pasco County for delivery to homes and businesses in Seven
Springs.

The milestone concludes the 16-year saga of complaints about black, smelly water that sparked sguabbling
amaong customers, the utility’'s private owners, elected offidals and the Public Service Commission. Two
years ago, FGUA purchased the utility from Aloha for $80.5 million and began shor-term changes to better
the water guality immediately, and a two-year capital program that culminates this week with a permanent
fib.

Besides the improved product coming from domestic taps, the new system will benefit the environment by
reducing groundwater pumping to an average of 2 million gallons per day. That is half the production Alcha
redied upon when it routinely exceeded its permitted capacity. For the time being, the new utility plans to
deliver just 2.8 million gallons of water to its customers, with more than a quarter of it purchased from Pasco.
Demand is down because of customers’ conservation and the prevalence of vacant homes and shuttered
businesses.

The plant, pipes and connections cost less than the projected price of $7 .8 million, and the utility now plans
to seek a smaller-than-expected rate increase beginning Oct. 1. "We used to get rate increases with no
improvements to the water,” deadpanned John Andrews, chairman of the dtizens advocacy group that
pushed for change.

His and other customers' patience is about to be rewarded with better water for drinking, cooking and
bathing.
3l. Pelershurg Times

2011 3. Pelershurg Times. Permission granied for up o 5 copes. All iighls reserved.
You may fosvand this arcde or gel addiional pemmissions by hyping http @/ flicense. icopyright .net /2. BE187

hitp:/license. icopyright net/user/viewFreeUse act ? fuid=M TQwM Dg0MDg%3D Q282011
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Trinity-Seven Springs residents, officials dedicate water

filtration plant
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D W T I i T e e declansd to
ba atan and Friday as resdants,
oficas and Floida Govermmantal

Ll y Aushanty managars dadiaated
fha now Staton tacilty.

T's baan a bng §ma coming,” sae
S, Mo Fasana, R-Maw Pord
Ricihary, comman fad during tha
dadicaton ommmon es.

Tha first call Fasano moved afar
baing ainciad 1o tha Aorida Housa of
[Riexp oo nitaSvees im 19594 came fom a
faliow Aloha Udites oustomar with
Black warior pmblams. A buiidup of
enoass frydrogan sufida in fa former
Moha system wasbiamed for $a foul
small or discolorafion of ap waler
pmvidad by Moha.

Fasano became one of fia mos vocal citcsof Aloha Llites' drinkng
warter quality. For yaars, Moha amouives sad e pipes in fa homes of
ha complaining cusiomers wam e sowos of tha biack v ter problem.

Tzod biass you al.” Fasano sad in conduding his mmarks at fia
dadicagion .

“This is a giorpus, giorous day,* Commission Chairsoman Ann
Hildabrand mmariosd about fha dedicafion. Sha and othar Pasco

mmm ssionans halpad pava o wary for FGUA o buy Aloha in Fabruary
i -

Pror o o buy-out, Hidebmnd recalied, albha customens ofian packed
public haasngs and waved sgns at protesis. Many bought samples of
#Ainha wmar from $ha faucats at Shar homes.

Thia highly pablicized Aloha water probien s mada business [sadars
miuctant o bcate in 1ha Tanity-Soven Spings ama, Commissionar Jack
Mariano sad.

Soma customeas have grumblied a bit about S highar rates FGUA has
mmived o pay for the upgrades. Masano, however, said FEUANs mias
am much bwer fan fiose Aloha axeouives had boon seokng prioro
o salin.

Appendix VI: Public Input

Part 3, Document 5
Page 13 of 24

Page | of2

mhitml:fileC \Users\ikusiolek GOV SERV AppData:Local Microsoft. Windows\ Temporar... 11/6/2012

277



Appendix VI: Public Input
Part 3, Document 5
Page 14 of 24

Trinity-Seven Springs residents, officials dedicate water filtration plant Page2 of 2

Ti's hamd to find anough adpoives,” John Andmws, chairman of Basor
‘Watar Mow, a group of Albha customers who wam ditalof e private
uility, said about tha 1 Tyaar joumey” to improved water quality.

Tha restment plant runs 5o wall at neighb ors have not compiained
about any odor, Stawn Spratt, FEUA'S amistam system managarand
dimscior of muncipal servios for Governman i Sarvioes Sroup, said. Tha
Tallahasan o-basad Gowvenmen ! Sarvioes Group provid es managamant
mrvices for goveamment antles such as FEUA

Tha FEUA fitration plant, which bagan oparating in August, can procsss
mma 29 milion galons of water a day, Spratt =ad.

Gary Dearemarof LS. Water, a contmctor for FGUA, ushared oficas
an ioursof fa pland ot P37 Michel Ranch Road. Ha showsd vadous
foatumes, uch as tha wopat saqubbing procsss, compuiaizad contnls
and tha 50-kiowat diembpowanad backup genarator at tha plant.

Thia improvemanis oosd soma $ 12 milion, Mashaw Rihs, a FGUA
spokesman in fa FEUA offios on Parina Ranch Road, said.

To demorsirats iha affscivensss of $a tmatmani plani, siaf mombas
handed oul plastc bottas filed wit tap water from tha FEUA systam.

Forimformation, contact fha FEUA P asoo Cusiomar Sarvios Offos at
{7 27) 37201 15 or mehsiEgoemsary.oom.

Carl Orth can ba reached at TZ7 8151068 or
corthilis uncoastnews.c om.

mhitml:file2C\Users\ikusiolek GOV SERV AppData\ Local\ Microsoff. Windows\ Temporar... 1 1/6/2012
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Aqua Udlities selling water, sewer operation in Fla. | wow witv.com Page 1 of |

Aqua Utilities selling water, sewer operation in Fla.

o000 01:48

> FLAY AL b
CENTRAL FLORIDA — WFTV found out Monday Aqua Litiities Flonda is trying o sell its water and sewer systems in
Central Honida.

The company serves at least one community in neary every county in Cenfral Ronda.

Faor years, residents have expenenced several problems, including brown, smelly water coming from residents” faucets in
Chuluota.

Carol Wall said it's not workh the $100 Aqua Utilities charges her every month.
"It's been clear, but it’s got odor to it. Ifs 58l not good water o drnk,” said Wells. "Sometimes it smells ke rotten aggs.”
It's why she and her neighbors in Chuluota have been fighting Aqua foryears and now the fight may be over.

Aqua Litilities are trying to sell its entire Flonida operation because, according to an offerletier obtained by WFTV, ifs the
best altemative for cusiomers and sharsholders.

The company poured in millions to improve the water but then tumed off customers when it proposed significant water-rate
incre ases.

The buyer will likely be Flonda Govemmental Utility Authonty, a spedial govemment authorty fhat buys prvate systems and
oparates them for cities and counties across the state. I has a solid frack record of taking over troubled utilibes.

"W want to do the best we can forcustomers and if we fesl like we can't do any betier, then obviously, it would not be
good to buy the system, but we fesl ke we do a great job all amound the state,” said Lea Ann Thomas, FGUA chaimperson
and assistant Polk County manager.

And that gives Carol Wall high hopes.

"Betier water, better water pressure, better taste, the works,” she said.

FGUA has to get the OK from all the counties where Agua Ufiliies operates in order for the $85-million deal to go through.
They expect the deal to dose by February 1.

hitp:/'www witv . commewsnews/local’agua-utilities-sellng-water-sewer-operation-flams...  11/6/2012
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STEVE SPRATT

Thews clarifier tanks (above| ard reuse water chilorine contact

chambers [right] ars part of the mlrldwnmwhnumu:ﬂ
MacDill Air Force Base resr Tampa, Fla, O hip and mai
of tha facilities weens transfermed to the Florida Gevernmantal Uity
Aurthority, & “hybrid” governments] unit that will supply water and
Bawer services to spproximately 20 000 peaple.

Defense Department Monetizes and Outsources Water
and Wastewater Facilities With “Hybrid” Government

fer 29 months, countless e-mails and meet-

ings, and reng of thousands of staff howrs, a

coneract was negotiated transferring owner-

ship and management of the Macinll Air
Force Base water and wastewater facilivies to the Florida
Governmental Utility Authority (FGUAL The contrace
will be carried out over 50 years at a value of 5200 mil-
lion. {The purchase is amortzed over 50 years as partof a
capital recovery schedule, The utility is also required o
carry out renewal and replacement projects for all assets
haged an their useful lite.)

FGUA now provides water and wastewarer services
to more than 12,000 military personnel and 1,300
civilians who work ar the base near Tampa, Fla., in
addition to the 6,300 people living on MacDill.

More than 1 mgd of warer is treared and disoribured
{acquired on a wholesale basis from the city of Tampa)
through 76 miles of pipe covering # square miles. The
system also trears 400,000 gpd of wastewater,

POSITIVE CHANGE AT THE RIGHT TIME
Just like virtually all other levels of government, the
US Deparement of Defense (Dol Faces its own finan-

32 AUGUST 2007 | JOURMAL AWWA

280

cial pressure, which leads to continuous demand for
1|1<1kir|g operations more cost-efective. About a
decade ago, Congress directed Dol to transfer certain
noncore mission responsibilicies o privare entiries
with the |'L'l|ui\.i[r.' i.'Jq":ll:!'li"l: and 1o “monetize™ the
department’s equity in public facilities. In doing so,
Dol would leverage private investment in public
assets, This directive led 1o passage of the Marional
Defense Authonzation Act in 1998 with a goal of sell-
ing housing and urilities like those ar MacDill by
2000, The process, however, has taken longer than
expected, so the deadline for privacizing such opera-
TIOS Wi oved to 2017,

.\li::L:int:_ FGUA a partner in this endeavor made
sense, but the expense and time needed o pursue such
a deal for MacDill required a considerable investment.
Giroups looking to buy these federally owned urilities
must spend an enormous amount of energy navigar-
ing a complex and competitive application process
that includes extensive serutiny of their gualifications,
|ir|i|r|g‘i;|| ('ﬂFlﬂI:liIi":"l I"\FH.'F.;It'iiIT"-' “"d ]1]:[]‘”‘{‘]!]"\_’[‘ J,.:|F|'|

bilities, and cost-accounting standards. There are also

rigorous requirements for detailed, long-range opera-
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tions, emergency, and capiral improvement planning—
with accompanying pricing.

Ewvery step of the way, the federal government measures
proposed pricing against competitive target standards o
ensure that the amount of money being saved is consistent
with established goals and guidelines, Tf not, the entire
process could come o oa full stop with no privarizacion
contract awarded, Dol? has already sold more than 500
of its 26000 military base utilicy systems; of those thar
remain, 26% are also in the process of being sold.

The MacInll acquisition marks the first time the
FGLUA has purchased a utility owned by the federal
government, In the past, sellers were privare investor-
owned companies that local governments wanted to
transition to public ownership. Unlike past acquisi-
tions, which are typically acquire—upgrade-manage or
sell, MacDnll is che longest-term contract for the FGUA,
running through 2061,

FINDING, FIXING, AND IMPROVING

The peninsula just south of Tampa where Macl3ill is
located was first used as a military staging area for the
Spanish=American War, including Teddy’s Roosevelr's
Rough Riders. The site became a milicary base in 1939
during the leadup to Warld War I1. Today, MacDill i
the home of US Central Command, the coordination
hub for Middle East antiterronsm efforts. It's also
where the US Special Operations Command and the
6th Air Mobility Wing are based. Its facilities, includ-
ing base residential housing, are expanding,

The 11 other facilities acquired by FGUA have pre-
pared the utility well to carry our the MacDill con-
tract. Mearly all FGUA-acquired systems have been in
some stare of maintenance-deferred condition.
Steadily, FGUA has improved all of them, bringing
them into full regulatory compliance with bese ueility
operating practices. An example of this is found with
the former Aloha Utilities in Pasco County, just north
of Tampa. Customers there had water quality prob-
lems for more than a decade, including chronic black-
water conditions. Afver FGUA acquired ir, shorr-term
mieasures were immediately implemented, These
included well production management, water-line
looping projects, and alternative trearment, all of
which have significantly improved chis situation,

The private utility was also under a long-standing
consent order for overpumping its wells by as much as
double irs consumprive use permit. Under a settlement
agreement negotiated with the Southwest Florida Warer
Management District there, FGUA has completed five
interconnections with Pasco County for aleernative
water supply that will correct this problem.

Druring the nexe five years, FGUA expects to com-
plete more than $18 million in capital improvements at
MacDill. The 50-year contract allows FGUA to develop
a thorough, long-range plan for repair, replacement,

34 AUGUST W11 | JOURKAL AWWA

and capital asset improvements. With dedicated federal
funding, FGUA will be able to execute projects over
time, keeping the MacDill system operating ar peak
performance levels,

MacDill maintains its existing bulk warer purchase
agreement with the city of Tampa, and FGUA provides
the facilities to receive, treat, and distribute water to
wsers. The current water treatment plant, constructed in
2007, uses chloramine disinfection, Near the Tampa
supply lines, the plant treats warer uaing fueridation
and chloramines, which are more stable than free chlo-
rine and won't dissipate before reaching customers.

As part of its required due diligence, FGUA identi-
fied a series of system deficiencies in the wastewarer
facility. FGUA's plan includes 25 separare improve-
ment projects that will cost nearly $10.5 million over
the first five vears of the contract. FGUA is also plan-
ning substantial graviry sewer system eehabilitation as
well as several smaller projeces and studies, Ocher sys-
tem upgrades include a warer quality project thar
enhances disinfection, control, and monitoring; a con-
stant-run boosrer and auromared chlorine feed system;
cathodic protection; a water Tower supervisory con-
trol and data acquisition system; and geographic
information system mapping.

FGUA IS ADAPTING TD WATER NEEDS

Because some private water and wastewater facilities
dign’t meet local government standards—and local
BUVErNIEnt was not positioned o acquire them—
FGUA offered an alvernative. This alternative provided
the leverage, buying powes, and expertise found in gov-
ernment, acting on behalf of government. Further,
because FGUA operates with no employees of its own
and exelusively with contract management and opera-
tions, it has offered unigue nimbleness in expanding
and contracting as needed,

Chwver the past decade, FGUA has acquired and
upgraded dozens of water and wastewater facilities,
Whether continuously managing facilities or transferring
them back o the “host™ government, FGUA involves
Iocal governments in its decision-making process by pro-
viding them with a seat on the FGUA board of directors.
FGUA has continued its evolution with the Maclill part-
nership—again saving the taxpavers’ money and allowing
the assisted povernment o focus an its core mission.

PARTNERING FOR SUICCESS

FGUA worked through the lengrhy federal procure-
ment process by showing consistent cost zavings
across the board for the government, FGUA can
access capital at lower cost because of its status as a
government entity with a strong bond rating. FGUA
also brings the experrise of an experienced manage-
ment company and privane operations contractor,
which allow it to move immediately to undertake
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What Is A Govemnmental
Utility Authority?

A gavernmental utility authority [GUA) 13 the power of
multiple governments combined into a single entity, GLs
are autharized by taw and created through intedocal
agreements betwaen povermments, such a5 the one in
Florida charged with operating tha MacDill Aer Force Base
wrater and wastewater utifity. Each participating, or
member, government has a seat on the boand of directors,
making decisions to acquire, vpgrade, and convey utilities
aswell as set rates and sarvica policies.

Theough GUAs, governments can collabarate 1o
aptimize bormawing strength, manags rates, and improve
senvices. Lsing onganizations like this, local
governments can have a partner government provide a
dedicated senice focus and tep a larger collective of
management and operational strength at lower costs
than doing =0 on their own,

GlAs are "portable.” atlowing them ta move into
mwltiple jurisdictions arund the state. This allows any
of the 67 county or 450 city govemments in Forida to
access the Florida Government Liility Sauthority (FGLIA]J
and its considerable resources, by simply joining an
intarlocal agraement,

A GUA can also contract out service, maaning it
doesn’t have any actuzl employess 1o manage. This
allows GUAS to expand and contract as necessary,
meeting fluctuating responsibilitias with fhexibly
and effactivaness,

GLMs operate as a spacial-purpasa unit of local
governmend, just like a caty, county, or special distict.
Motice of magtings i postad, and documents remain
publac recosd in full complsance with the Florida Sunshing
Lanar Thiss prowides for complate transparancy and
accountability to customers, helping them to better
urderstand and pasticipate in their utility senvices.

Following this model, FGLA operates without
emplovees of its own and instead employs private
ranagement and operations contractors. It hes
successhilly managed 3447 million in acquisition, sales,
and refinancing transacticns and is curently maraging
more than £286 million in capital projects. Maost
gengraphic regions in Flonda have been represented in
some form on the FGLUA since its inception in 1933,

upgrades and overall operations, while significantly
reducing overhead.

Government Services Group (GSG) is a Tallahassee-
based government consulting and service firm that pro-
vides management staff, contract oversight, financial
administration, procurement, data management, and
other critical services to FGUA. GSG has been the back-
bone of the FGUA since it was established in 1999, US
Water Services Corp., which provides services to 550
facilities in &1 Florida counties, is working with GSG
on the MacDill project.

A board of directors representing the host govern-
ment where FGUA systems operate governs and sets
the service policy and rares for each urility. This has
provided communities with a real voice in how FGUA
15 managed. Each system is treared as its own enterprise
entity, so any revenue receved or expenses imcurred by
a given system stavs wich that syseem.

In all, FGUA operates eight water and wastewater
facilities in four counties, supporting more than 30,000
customer connections. FGUA has and is managing
more than 3286 million in capital projects, so it ¢an
deliver 11.1 mpd of drinking warer and treat another
7.75 med of wastewater.

FOCUSED ON CORE STRATEGIES

FOUAS acquisinion of the MacDill warer and wastewa-
ter system demonstrates how strategies in this viral indus-
try are evolving and bow important public-private collab-
orations are working. [t represents another advancement
of FGUAS core mission of helping other governments
through cost-effective acquisition, upgrades, and manage-
ment of unlity systems,

Sraying close to thar focus has improved opportni-
ties for FGUAS success. MacDill supporrs some of cthe
Unired States’ most critical military missions and has
military service members and civilians—ineluding on-
base residents—expecting nothing but the highest-qual-
ity water and wastewater service. Shifting those respon-
sibilities o a governmental organization with private
contractors that have specialized expertise in the field
will ensure that excellent services are provided, save the
U5 raxpayers money, and allow our military more time
1o do what it does best—defend our freedom.

—Steve Spratt is director of muoricipal services for
Govermment Servces Group Tne., a Tallabassee,
Fla.~based company that manages the Florida
Governmental Utility Authority. He is a former Pinellas
Cosertty Adprinistrator in the Tanpa Bay area. Sprate
may be comtacted at sspraft@gormsecon.

Infareration i Fisld Report may describe products offered by
companias in the water dustry. A0WWA does nol erdorse
thess products, nof i it responsibees for any claims mada by cthe
COMpanias concerned.
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Board of County Commissioners

DEPARTMENT OF WATER RESOURCES
1300 5. Lecanto Hi
Lecanio, Florida 344610014
Telephone: (352) 527-T650  Faic (352) 527-7844
Citrus. Springs/Dunnelloninglis’y ankeatown area - Toll Free (353) 485-2120
TTY Telephone: (352) 527-5312
wtrw B citrus flus

Jamusry 28, 204 1 WRL-11-01

Honarable Muyor and Members of the Village Council;

This serves to share my observations and experience with the Flosida Governmenind L7 Biny
Authority g5 bocal governmem official and wility professional. | have been working i the
utility business fior over thirty-five vears, worked in loen! government for eleven years and served
as 1 Direcior om the Autharity Board for three vears. | am currently serving as Viee-Chair on the
FUILLA Boand of Tirectoes.

At the County's request, the FGLA scquired  collection of small individual wility sysiems
formecrly held by private invessors in 2003, Hoving tramsitvoned the systems 1o pulblic ownership
o behalf of the County, Citnis Cownty purchased the systems from the FGLA in 2007, We
remain o5 & govermmental member on the Board with the knowledge that the FGUA remains o
potcabially valusble resturde fir further nssistinee o the County.

Since heing on the Roand, | have observed the FGLA, its system management tedm, Gowermmeni
Services Uroup, opertions contractors and o wide variety of specialived team members solve
many ough problems for local governments. They have successfully completed eritical capital
progects to historically maintenance-neglocted utilities. They have brought insovative
management, state of the art fechoclogy and best wtility operating practices to same very troubled
sysiems, They hove demonstrased grest skill in navigating the public fimancing markets with
strang credit standing 10 secuse excellem financing for utility improvements. They know how 1o
secure governmental grants. Most recently, our leam competed againet over 750 propasers
natianally in a federal privatization procurement resulling in o S0-vear $201 million contsct 1o
rwn, improve and aperate the atilities st MacDill Air Force Base in Tampa.

To summarize, | helieve very strongly in the unique value of the FGUA w0 local govermmaent. It
has a results-proven track record of solving difficult problems. The Village of Tslam prada would
be very well served by joining the FGUA 1o sucewssfilly complete yoor wasteoater expansion
project.

1 woulkl be pleased 0 provide any additbonal information you may need,

Robert Knight, Directar
Department of Water Resources

RE/ejo
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James P. Freeman 330k Wt Charch Strect
Interim County Mang Past Cfice Box 5005
; - Prawer CADI
Harmern;, F1. 3IRR]
William D, Boasley, P.E,
Intaim Depuly Couniy Manager
4 Telephone: (BG3) §54-6444
Lea Ann Thomas Fen: (RET) SH-HEH
Agsetan Counly Marager Boand of Covaly Lo siioness
laruary 18, 3011

Horsarabhe Wayor snd Mevaliens of the Vilage Courdil,

| am writing Im regard 1o your svaluation of alternative approaches 1o EeECuting your wasigwater
SEpangicdn program and an hohall ¢ the Florida Goverremanial Lritiny Autharity (FGUAL | kave served
an the FGUA Baard of Directors a5 Palk Cownty™s designated representative since the Authority's
foernatian in1239 and have served as s Chairman from 1999 1o the pressnt.

Hanfirg, wiorkigd in various capacilies in lCal goeenmmenl for meny years, | understand Lhe range of
complexs chalienges we eist tackle on bahall of o citivens, a1 well a3 the pitfals snd benefits of
anploring atternative sohitinns, Privaneatsn and gulsie prvale pantsershing ore often cited a5 gssdul
and innavatas carees af action ta deliver public projects and services, However, as you know, these
approaches alsa carry with them eertain ritks far local government. | firmdy believe that the FGLA
concept has demanstraied the best blend of private sector economies and “nimblesass” with strong
putilic secior conpral, coountabilivy and ranspanency.

Duer s hiskary, the FGLA has been called upon by % local gov £ thraughaut the state 1
help bring aboul corréctions ard expansions 1o water and waslewster utities, These have usually
reqjuired particulary difficult “catch up® capital programs wich sirict completion deadlines — alen with
regulstory agency agreements. I partnership with s “host” legal government member, the FGL has
comsistendly delivered the required results. As the progiosal will describe mare fully, we are currently
delivaring these types of resulls in Pasto and Lee counties and have been selected to o 5o dor the US
Government at dacill Air Force Base in Tampa.. The Augharity has ne pulbilic employees and relies
exclusively on privabe contractors fo deliver thage mgaits ked by Govermment Services Group, Inc. (G5G)
B the System Managor. G45G staff hag andreds of yeas ol lotal govermment management cpariencs,
particularly i Flonda, The FGLA"S broed team of enginesring firms, coerations contractors and ufility
consultanis provides acoess 1o extraodinary resvurces and Niexibility to member governments. This
sbructig masimiced private sector efficizncy and cost control tagether with achasilages of pub®c seclor
managerment expertise, financing, accounabiilty and public irrahement.

In summany, | have fownd Ui FOUMA o be an ideal and one-of-3-kind soiution 1o help lscal gavemment
salvw ity utdty problems. | highly recomenend that yos laveeakidy comider o partnersbip with the FGLUS
ta gpeditiaushy and effectively address your secds. Please feel free to contact me for additional
informarion if napded

Sincaraly,

c?‘ﬂmﬁ A Y,

Lea Ann Thamas

Azmistant County Manaper

Fgal (ypa s Fulpe
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SPEING 2012 — Pasco County Systems

Wastewater
Capital Impmvements

in Motion "'PJ

ollowing the PGUAS suc-
F..E’:-:-f'il completion of

its Mitchell Rosd Wa-
ter Treatment Plant smd
water system improve-
ments, the FGLIA is foous-
ing its capitsl improve-
ment effarts this year on
the Seven Springs Waste-
water Treatment Plant. As
the community swrround-
ing the FGUA Seven Springs
Systern hes grown, many
residentizl neighborhonds have
been developed.

With growth of the commu-
nities, neighbors and om
members wisiting the ares h
expressed concerns regerding the
odors emitted from the plant dur-
ing the wastewster treatment
process. These odors may be more

prevalent to the neighboring com-
munity due to wind direction and
c:lc' T Aeath—f wI'LZ”". keeps odors

TiE, WEa:eq.J Jcl].-'rn-?.'-
ingtore e odors at the waste-
water treatment plant and have
budgeted 300,000 for the neces-
sary capital improvements.

Az part of the improvements to
the existing waste water trestment
plant, we will instsll covers on the
equalization tank, whi & fold-
ing tank that controls the flow of
wastewater from the community
to the water treatment plant equi ip-
'T—fuf We will also be install
odor control system at the ]:-Iam
site, using forced-drefted serstion
equipment similar to odor contral
equipment installed last yeer at the

Mitchell BEanch Eoad Water Treat-
ment Flant, to minimize odars enmit-
ted from the water during the treat-
ment process.

Cur contract operatar, L5 Water/
WadsTrim, is in the process of en-
gineering and design:
sary improvernents and will be able
to finish plans ater this spring. We
en choose 3 contracor for
building the improvements. The
improvernents are scheduled for
completion by lEnuary 20013,

In the meantime, we are consid-
ering the use of temporary mes-
sures and are closely monitoring
the wastewater trestment plant
to minimize the odors as much
as possible. We appreciate our
ne.5h:r:|r5 patience during thesa

Customers experiencing odaors
may report them to the FGUA by
calling the PGUA Pesco Customer
Service Office &t (727) 37240115,
or e-mail the FGUA at Fguals_
Pascoloi@govsennoorm.
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updates & information from your

water and wastewater utility

www.ifgua.com

EGUA Launches Education
Section on Website

In January, the FGUA aunchad 3 new saction on

the website aimed at providing customers from

all systems with educational content related to

water awareness. Here, customers can watch

videos, take an interactive tour of 2 water systam,

and read about the FGUA'S imvolvernant in different ini-

tiatives refated to eduction and community outreach. The
new section of the website also contains information regarding
education related announcements, such as the United MNation’s
Wiorld Water Day on March 22nd. The FGUA will be updating con-
tent regulary to provide customers with an informative and fun
experience, For mone information, please visit: hitpe'feducation.
figuea.com.

FGUA Toilet Rebate Program
Impacts Local Economy

This December, the FGUA concluded its inaugural Low Flow
Toilet Rebate Program. Tha program resulted in over $23 500
of positive economic impact to the New Port Richey and Trin-
ity commienity. This is the cost directly paid to local
businesses as a result of the FGUAs partnership
with Southwest Florida Water Management
District and customer participation in the
program. Customer satisfaction surveys are
curmently being sent out to all the partici-
pants to assess the customer's experienca
with the program. The program provided Alo-
ha Gardens and Seven Spangs Systams custom-
ars account credits for successful replacement of con-
ventional toilets with ultraJow flow toilets (1.6 gallons per fiush)
or high efficiency toilets (1.2 gallons per flush or less). The FGLA
will be expanding its low flow toilet rebate program this spring
by increasing the number of available toilets and expanding tha
program to inchude all FGUA Pasco Systems. An announcement
on the commencement of the 2012 program is scheduled to oc-
cur [ater this spring.



Customer Committee Expands,
Changes Name to Reflect

Region-Wide Focus

Following the completion in August 2011 of Seven Springs System
Improvements, the Committes for Better Water Mow [CBWM), & customer
adwocacy growp that has played an important role in supporting customers’
concems, advocating the aoquisition of the previous Aloha LHilities System
with the community and meeting with the FGUA monthly for the past three
years, recently agreed to expand the group to include representation from
the Lindrick Utility Systermn. Representatives indude community leaders and
advocacy group members from the previous Lindrick Services Company
Liility Systern. The committee, which formally approved a name change to
the Pasoo Customer Committee (CC) in January, meets every other month
and committes members review and provide recommendations on Capital
Projects, Customer Service, Policies and Procedures, and Rates for the FGLUA
Pasco Systemns to FGLIA Management and the Board. Customers from the Aloha
Gardens or Consolidated Systems (Angus Valley, Colonizl Manor, Holiday, Dixie
Groves or Virginia City) who are interested in participating in the PCC or any
FGLA Pasco Systems customens requesting additional information may contact
[Matthew Riks, Community Service Representative, at (727) 372-0115, x330.

UPDATES

BLL SYSTEMS We recently started our anmual fire hydrant flow testing, ensuring
adequate water pressure and serdce for the approcimate 800 fire hydrants
serving the PGLA Pasoo Utility Systemns. The FGUA 1s providing advance notlce
of activity by locating hydrant flushing signs at the entrances of the affected
commumities at least 24 hours prior to testing. Customers are not expected
to experience sny Interruption of service, but may experience temporary
flurtustions in pressure, atr in the Iines, or discoloration. Customers experiencing
discoloration are encouraged to run thetr lines briefly until the water dears up.

CONSOLIDATED We are replacing the well shaft at well 24, which serves the FGLUA
Angus Valley Systemn. The well shaft is the tube wsed for drawing mw water
from the ground.
ALOHA GARDENS SYSTEM We are rehabilttating wastewsater lift stations sarving the
FGUA Aloha Gardens Systemn. Lift stations draw wastewster from customers'
SEWET pulling wastewster along wastewater mains through the county,
o the City of New Port Richey wastewater treatment plant. The FGUA relocated
‘water service lines on Sunrmay Drive and 5an Lot Eoad tn Hollday in advance of
Pasco County Stormemter Manapement drainage imiproverments.
SEVEN SPRINGS SYSTEM The Seven Springs Wastewster Treztment Flant recently
recetved arerating of fts permitted datly wastewater treatment levels. The plant
is in the parmitting process to process 2.5 million gallons per day, an incresse
from the 2.1 million gallons per day i was previously permitted to trezt The
FGUA relocated water service Iines on Mendesll Drive and Murmow Strest in
the Veterans' Village Community in advance of Pasco County Stormwster
Management drainage system tmprovernents.
LIMDRICK STSTEM We will begin pipeline replacement and potnt repatrs this
March following & chloride study and collection survey. The FGUA measured
and studied the chlonde concentration from saltwater which infiltrated the
e systemn, and ranked six priority areas requiring wastewater plpe
1= or replacement. The FGUA announced the project at the February & Gulf
vic Associstion meeting and provided notices to sll mistomers with
g statements. Customers in the priorty aeas will be notified

i
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FGUA + SCHOOLS

Seven Springs
Elementary
Receives Much-
Needed Supplies

supply drive for Pasco County
Schools which began in late
2011. The recipient of the much
needed supplies was Saven Springs
Blementary School. FGLA Community

Services Staff had a meeting with Principal Vidkd

Garmer to deliver the supplies on February 2. Ms. Gamer and her staff were
pleased to receive the donations and thankful for the FGUAS support.

The program received a range of donations from FGUA customers and
the Pasco Systems office staff that included: tissues, glue, crayons, folders,
pencils, calculators, erasers, hand sanitizer, and rulers. We would like to
personally thank all of the Pasco Systems office staff and our customers
fior contributing to this program.

To help continue mesting the school supply needs of Pasco County
students and teachers, please contact an administrator at a school within
your community for meore information about ways that you can help. For
telephone listings of Pasco County Public Schools, please go to: www.
pascok] 2flus'schools.

Annual Poster Contest Underway

The FGUA and Pasco County Utilities are once again collaborating for

the third annual Water Awareness Poster Contest. This wear’s theme, “The
Adventures of Drippy: How Does He Get to My Home?" focuses on the
infrastructure that brings water from the ground to the Pasco County
community. The program contest mascot, Drippy, is a water droplet stud
desp underground in the Floridian Aquifer and the contest traces his
story from the Floridian Aguifer to customers’ homes.

Thie poster contest now includes a lesson plan for teachers, aligned with
objectives for Aorida sdence standards so that students leam about the sdi-
ence behind how water gets from one area to another. After leaming about
how water makes its way from the ground to the tap, students will hawve the
opportunity to illustrate what they have leamed by drawing a poster, which
will be entered into the poster contest.

Registration for the contest began in February with the registration
deadline coinciding with United Mations"World Water Day in March. Post-
ers are scheduled to be submitted by mid-April. Judging will also ooour in
April, with all participants receiving certificates for their efforts and con-
test winners for each grade level being recognized at award presentations
at the participating schools. Additionally, top finishers will be awarded
generous donations from well-known educational attractions and spon-
sors. For registration information, sponsorship information, or additional
information, please contact Matthew Rihs, Community Service Represen-
tative at (727) 372-0115, x330.
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WINTER 2011 — Golden Gate/Lehigh Acres/North Ft. Myers

Art Imitating Life in
Area Elementary Schools!

he FGUA is excited to announce an

inengural art contest in coordination

with Lee County Public Schools. All el-
ementary school lewel students in the East
and MNorth zomes can send original drawings
on the theme “Enjoying Florida's Water Re-
sponsibly”. The picture should show how the
student= use water wisely such as picking up
your trash when you go to the beach so the
water doesn't become polluted, or participat-
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aNE

updates & information from your

representative from Lee County. Winners will
be notified of the award ceremony date in
early 2012, Winning artwork will be displayed
in public buildings after the award ceremony
and awvailable for dowmload om the BGUA
website.

Prizes include passes to local attractions
including the Calusa Mature Center, The
Butterfly Estate, Sunsplash Water Park, The
Maples Zoo, Airboat rides, and the Everhlades.

water and wastewater utility

www.fgua.com

—

Rain, Rain,
Come This Way

werything looks greener after a good
rain, but have you considered that

the rain that runs over roofs, driveways,
and sidewalks carry poliut-
ents such as fertilizer,
pil, pesticides, and

ing in a catch and release program when you
are fishing to help maintain the local ecosys-
tem, using native plants in your gerden that

A complete list of art contest winners and
sponsors will be in a later newsletter.
F you have a child interested in

E

don't need as much water or turmning the fau- participating, ask your school for details pet waste? T]_"ESE

cet off instead of alinwing it o rem. or contart the FGUA dimcly for mom Pl
Winnerswillbechosenbyapanelofjudges,  information. You can email or call Barbara ;”;L“;i“;mm

expected to include County Commissioner Eerby at bkerby@govmsernv.com or 239-368- tually into the

Tammy Hall, Dr. Sandi Agle of Lee County 1615 or Donna Lizotte at diizotte@gormseer. sl

Public Schools, FGUA Assistant System  comor239-543-1005. LS

Manager Steve Spratt, and an FGUA Board and simpls min

garden can help
All elementary school level students can send original drawings ::}.T;ﬁe qm-;

on the theme, "Enjoying Florida’s Water Responsibly.” of water for yourself, your
neighbaors, and the native wildlife.

Rain gardens are natural or buil depres-
sions in the landscape that divert rain
water to your landscape. A rain garden is
& natural filtration systemn that filters out
pollutants, sediments, and debris, essen-
tially cleaning the runcff and recharging
our aguifers.

If you take care in choosing plants, your
rain garden will attract birds, butterflies,
&nd bees, and will reduce pollution by up

to D%

Some of the winning art from the 2010
FGLW contiest hefd in Resco Cougy

Adanted from am article m the Ofy of Erdding, 04
Lirility Newsletter with permacsion from ond speciol
thanks io Pam (ndkler. Additional resourees avail-
ahle af waww rmn KL com ond werworaingardens org
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Going Green with E-Bills

any customers have reguested additional quick and essy ways to access their acoount infior-
mation and pay their bill. As & result, the FGUA added the ability to view account informs-
o and make a payrent online st wiwwfgus oom.

The latest FGUA enhancement gives customers ancther comenience in addition tothe oppor-
tunity to make & differenice and help keep our environment green by switching from paper bills to
electronic bills. An electronic bill (a-ll) is the same bill you receive via paper but is more corvenient,
-secure and ervironmentally friendly since no paper is required and i comes straight to the email ad-
dress you provide. E-bills contain all of the same information you're used to seeing on your paper bills
and can be printed or filed for record-keeping f nesded.

T you would liketo sign 1p to receive an e-hill, simply submit & request wia the e-mail addresses or
phone mumbers below: Our customer service representative will send an email verification to the emnail
address you provide authorizing your account for e-billing.

Your participation in electronic billing is completely volurstary and you may change your preference at
Emy time by comtacting the loml FGUA customer senvice office: Some notices may continue to be mailed so itis
important tomaintsin = cormect meiling address with the FGLIA

Gobden Gate Costomers: Emutl: fpuacs poidengste@poveenmm or el 239-455-1583
Lehigh Acres Costomers: Emal: fpumcs lehiph@povsenvcorm or cafl 239-268-1615

Morth Fort Myers Costomers: Bl fpiears mfmi@povsarycom o cill 239-543-1005
‘Pasco Ares Customers: Emil: fpuacs. paeoo@povservoorm or call 7I7-372-0115

& UPDATES

GOLDEN GATE

of the Lft stations incuding
replacing purmnps, manholes, and
fire hydrants continuesin Golden
Gate. One ground storage tank
inspection is left to be completed
at the Water Treatment Plant
(WTF). % Replacement of old

Want to avoid payment delays?

D you know that your payment could be defayed, even if you maks
it in plenty of time? If you use online bill pay through your
bank, that payment may take 5-7 business days to
arvive at the bacal FGLWA office. That is because
the banks do not process these payments
to the FGUA electronically, they

print and mail a check just water meters is starting for the
like you would. And they do " 2012 fiscal year &s part of the
that on the payment day - FGUA water meter replacement
you request, which means 3 program. Meters have a useful

: date of only a few days life of 10 years or one million

gallons for residential properties.
*» Wastewater Treatment Flant
(WWTPF} improvements will
be done as well, such as sludge
handiing and new blower
comtrols. This is expected fo
reduce power consumption at
the WWTE

jprior to the due date could result in a
hmbempumﬂemma'mdthshy
requesting your bank make the paymeant at least 5-7 days early.

Another delay can be caused by having the wrong payment address. The
FGUA utilres & separate location to process payments so sending your
check [or the check coming from your bank) 1o the local customer service
office could add extra processing Gme. To avoid this, check the bottom of
You can also take advantage of our online bill payment option at
wwrw.fgua.com, or sign up for EZ Pay.

Each month the FGUA will send a request to your bank for an electronic
transfer to pay your bill. You will still recefve a statement, complate
the approximiate date the bank will debit your account.

LEHIGH ACRES The design plans
for the membmne softening
unit for Water Tregtment Flant
2 located in Mimror Likes are
complete. The request for bids
from contrectors to install the
unit will be announced on the
FGUA website and construction
is- expectsd to begin in Januery

Acres Office (Golden Gate Dffice Horth Ft. Diface 3 2
m&msm SO0 F18-06TT o 139-5431;?- 2012 The project will be
1725 Homesiead 24N 1208 Colle B, 5 i s il .
1720 11085 Collier 7 1 33017 i : .
Lofigh Acres FL 13936 6003 Golden Gt FL 34115 Fusis M bR LI L Tl B T
FgmiCs lehigh@poveerecom  FualS Gold=nCaie@ BVseTCOm the second lime softening unit

ke at the Water Trestment Flant 1

on Coclidge Awvenue started at
the beginning of Nowember and
will be done by the end of the
year. This included removing
rusted steel, sand blasbng the
entire tank, and painting. »»
Eehahilitation and repair of Lift
stetions, including replacing
pumnps, manhcoles, and fire
hydrants continuesin the Lehigh
Acres system. »» Inspection of all
ground stomge tanks has begun.
Five tanks will be deaned and
repaired as part of the process.

M. FT. MYERS Thank you fo
the residents of Lake Fairways
and Pine Lakes who provided
witer samples o FGUA for lead
and copper testing. The FGUA
does not hawve lead pipes in the
systemn, but is still required to
test for lead and copper in the
water. Property owmners in these
subdivisions were kind enough
to provide the samples for the
utility. »» Replscernent of old
water meters is also starting for
the 2012 fiscal year in Morth Fort
Myers. »» The rehabilitation and
repair of the ift stabionsincluding
replacing pumps, manholes, and
fire hydrants continues in M. Pt
Myers. Five new fire hydrants
wiill be installed as part of this
project. *» The Del Predo plant
expansion is on schedule to be
completed by August 2017 and
construction continues on the
Waterway Estate: wastewster
P )
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Request for Reconsideration of Policy Proposals

Subjeet: FW: Reconsideration of Policy Proposals

From:; Garner, Bill

Sent: Tuesday, November 27, 2012 3:34 PM

To: jibrown@psc.state.fl.us

Ce: 'keflemin@psc.state.fl.ug'; "JoAnn Chase'; LHarrs@PSC.STATE.FL.US; Armstrong, Brian
Subject: Reconsideration of Policy Proposals

Dear Chairperson Brown,

Please find attached model language for two policy concepts recently discussed by the Study Committee on Investor Owned
Water and Wastewater Utilities. The attached consists of two proposed hilis for the Legislature, the first proposing a right of
first refusal. The second proposing a statutory requirement that private utilities produce evidence in 3 rate case that a private
utility has investigated whether it was more cost effective to interconnect with a neighbaring public utility before investing in
new or expanded treatment plants. If the private utility fails to produce evidence that it investigated the interconnect option,
then it will not receive rate base treatment of its investment.

As things stand today, some private utilities avoid interconnecting with public utilities since they do not earn a return an the
maney they pay the public utility to provide water or treat wastewater, Private utilities only earn a return on money they
invest to build or expand plants. The result often may be higher rates charged to customers.

We are asking members of the Committee make or support a motion to re-address these issues as the Committee voted to
take no action on them, together with a number of other ideas, at its last meeting. Brian Armstrong will be present at the
meeting to explain these concepts and to address any questions the Committee or its stalf may have, if that would be the
Committee’s desire.

Thank you, and we look forward to having the opportunity to address the Committee.
My best,

William C. Garner (Bill)

1500 Mahan Drive, Suite 200
Tallahassee, Florida 32308
(B30) 2244070 Tel.

(850) 2244073 Fax

I forimation cortiimed i g @ -l A IE mn‘n..rr'd_fr.lr i ,l..u'r.ﬂmr.rf criiid eonfemmiizd ey nj'.rﬁr' regipientis) nanipd above Thii miecxape avid iy
anfacheieiris ey be vl afioeeyeclient conpmipsication and, ar sucl, o privileped omi confideatial [ the render of tins meinge i ot the imeried recipient or
an e respsible for delivering o do S inieaded recipsiend, o are herely aoldfed thar you have reveived this docwmenl ir erroe aed thal any ffvive,
disseminoyon. dirifation, or copwivg of ther memsage iv prforly profbibieed. [ vow lrve received feis comunniceasion in errpv, please ot s immooianedy
B telepdiome or e-mail gmd delete e origimad measage. Infernal Revenuy Seevice reginlationy regudve thar cortale ppes of weitten advice frclmde o
deselalinge To the axtem the ih!‘.'.u’.lug MESSTY O e relating I a Federl fax froee, smleis e iy uinmed oifserriie Dy mibvice 0ol imicacded oF
weiten i e seserd, anad iy coner b asecd by (e Pecinienl o ey obher by . for the paspose of avouding Feaerol fax pendilties, ancd Wan ol wriliea 1o
syt the peomstion or seekeeig of aey ramresion ar esenter disewoed berein. ek vou.

file: T WINNT/Personal FW Reconsideration of Policy Proposals him(11/2872012 9:38:19 AM]
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Proposed Legislation to Address Quality of Service and Rate Impacts
from Insufficient Economies of Scale

The following describes proposed legislation that addresses significant problems for customers with
regard to small private water and sewer utilities. Costs of service from such utilities are typically high
due to absence of economies of scale and because of the dual economic burdens of the regulatory
regime and the requirement for private owners to earn a “rate of return” on investment. Private
utilities with severe cost pressures also typically offer lower quality of service for a variety of reasons.
The simplest means to address these problems — economies of scale, burdensome regulatory costs and
quality of service = is to foster public ownership of thess systems. The proposed language described
below, will foster a shift toward greater public ownership of water and sewer systems.

Local government’s right of first refusal = The language creates a right of first refusal to
nearby local governments 1o acquire water or sewer systems where a bona-fide offer
has been made Lo or by a private utility. The amendment also provides for delegation of
this right to a gevernmental authority formed by interlocal agreement pursuant to ch.
163, F.5. In cases where the utility system crosses political boundaries, the right of first
refusal belongs to the jurisdiction where the greatest number of ERCs are located. This
provision will encourage public ownership and control over local utility systems and will
facilitate consolidation where local communities have chosen 1o pursue that policy. In
addition, it allows local governments more conirol over the timing and circumstances of
acquisition, which ultimately will improve service to customers and keep rates lower.
This provision ls based on concepts already contained in Florida law, in particular the
right of first refusal granted to residents of mebile home parks on sale of the park or
facilities serving the residents of the park. Some counties currently include the right of
first refusal in their regulatory ordinances. To date, no one has challenged the right of
first refusal in these counties’ ordinances.

Capacity Additlons — The language requires that before a PSC-regulated utility may
recover in rates any investmant in new or replacement capacity, it must demonstrate Lo
the PSC that it has communicated with governmental utilities in the surrcunding area
about the possibility of interconnection in fieu of making new additions or
replacements, and that imterconnection is not feasible or a more cost effective
alternative, This provision eliminates a utility owner's incentive Lo invest in unnecessary
additional plant capacity for the purpose of increasing the amount of plant upon which
he or she may earn a return on Investment, and ensures lower rates for customers by
avoiding unnecessary capacity additions when lower cost alternatives may be available.
Historically, the PSC has avoided requiring this kind of local cooperation because it
lacked the authority to require local governments to interconnect with utilithes.
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Right of First Refusal

Section _. Subsections (7) through (10) are added to
section 367.071, Florida Statutes, to read:

367.071 Sale, assignment, or transfer of certificate of
authorization, facilities, or control.—

(7] local government’s right of first refusal. -

{a) HNo person, firm, corporation, partnership, association,

or any other non-governmental entity of any kind owning a water

or wastewater utility in this state may sell any such water or

wastewater utility without first notifying the governing body of

the local government in which the majority of its eguivalent

residential connections served by the utility are located and

offering such local government the right to purchase the

utilicy,
(b) A non-governmental owner of a water or wastewater

utility desiring to sell its franchise, water system or
wastewater system, or facilities located in this state that has
received a bona fide offer or acceptance from any potential

buyer whigh is satisfactory to the owner shall notify the local
government of the offar or acceptance stating the price, terms,
and conditions of sale and Ernvigt a copy of thg_E;DpD!Qd
contract of sale together with all exhibits, within 10 days of
the receipt of the offer or acceptance.

{c) After notification of a bona fide offer or accaptance

pursuant to paragraph (b}, the local government shall have the

right to purchase the franchise, water system or wastewater

system or facilities that are the subject of the offer or

acceptance at the price, terms and conditions of the bona fide

offer or acceptance by executing a contract with the owner
within 45 days, unless agreed toc otherwise, from the date of
receipt of the notice of the offer or acceptance. If the local

government fails to execute a contract with the owner within
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=

such 45-day period, and the cwner does not alter or amend the

terms of the bona fide offer or acceptance in negotiating a sale

to the local government, or the local government does not adopt

a resclution transferring its right of first refusal toc a

governmental authority created pursuant to chapter 163, then the
owner has no further obligations under this subsection.

{d) The local government shall have until the later of the

closing date set forth in the bona fide offer or acceptance or

120 days from the local govermment’s execution of a contract

pursuant to paragraph (cl to close the transaction. The contract

between the owner and the local government shall be freely

assignable by the local government.

(e} If the local government doesa not exercise the right of

first refusal granted by this subsection and the owner

thereafter offers the franchise, utility, water system or

wastewater system on different terms or at a price lower than
the price specified in the notice to the local government, the
owner shall so notify the local government and provide copies of
the proposed contract of sale containing the revised terms and
conditions tegether with all exhibits te the local govermnment
within 10 days of the receipt of the received offer. The local
government shall have an additional 30 days from the date of the

receipt of the notice of the received offer to meet the revised

price; terms and conditions by executing the proposed contract.

(£) A local government that receives notice of a bona fide

offer or acceptance pursuant to paragraph (b) may, by resolution

of the govarning body of such local government, authorize a

governmental authority created by interlocal agreement pursuant

to chapter 163 to exercise the local government’s right of first

refusal granted by this subsection. If the local government

adopts a resclution transferring its right of first refusal te a

governmental authority, the authority shall be reguired to act
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within the time periods specified in this subsection as if the
date of the resolutien of the local government was the date of

notice of the bona fide offer or acceptance.

(8) Exceptions to a local government’s right of first

refusal. - MNotwithstanding the provisions of subsection (7); a

local government shall not have a right of first refusal under

the following circumstances:

{a) Any sale or transfer to a person who would be included

within the table of descent and distribution if the owner were
to die intestate.
{bl Any transfer by gift, devise, or operation of law.

{c) Any transfer by a partnarship to any of ita partners.

{d) Any conveyance of an interest in a water or wastewater

utility’s facilities incidental to the financing of capital

improvements.
(e) A conveyance resulting from the foreclosure of a

mortgage, deed of trust, or other instrument encumbering a water
or wastewater utility or any deed given in lieu of such

foreclosure.

(f] Any sale or transfer between or among joint tenants or

tenants in common owning & water or wastewater utility,

{g) Any purchase of a water or wastewater utility by a
governmental authority.

{9) Applicability of right of first refusal to multi-
jurisdictional utilities and stock purchases. - In the event a

person, firm, corporation, partnership, asscciation, or any

other non-governmental entity of any kind owning a water or

wastewater utility in this state desires to sell toc a non-
governmental entity a water or wastewater utility located within

a local government together with a utility located ocutside of

the same local government, the purchase price to be paid by the

local government shall be the price set forth in the contract of
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sale for such portion of the water or wastewater utility located

within the local government. In the absence of an allocation of

purchase price in the contract of sale betweaen a utility located

in the local government and cne lecated in another local

government, the purchase price set forth in the contract of sale
shall be allocated by dividing the purchase price by the number
of equivalent residential connections currently serviced by the

systems to be sold and multiplying the quotient by the number of

equivalent residential connections located within the local

government. In the event of a proposed stock purchase, the local
government shall have the right to purchase the water or
wastewater utility located within the local government at a
pPrice esqual to the purchase price allocation method for a multi-
jurisdicticonal sale plus an allocation of the outstanding debt
of the utility. The portion of the outstanding debt to be
allocated to the water or wastewater utility to be purchased by
the local government shall be determined in the same manner as
the purchase price allocation. For the purpose of the
dallocations reguired by this subsection, an egquivalent

residential connection for a water utility shall egual 350

gallons per day, and an equivalent residential connection for a

wastewater utility shall equal 280 gallons per day. Toegether
with the notice required in subsection (7), the utility shall

provide the local government with the data necessary to

determine egquivalent residential connections for the purposes of

this subsection. The cwner of the water or wastewater utility

may identify an alternative method for allocating the purchase

price to that portion of the utility located within the local

government, The local government has sole discretion in

determining the acceptability of the owner’s alternative method

of allocation.
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{10) Notwithstanding the provislons of s. 367.171,
subsections (7) through (9) shall be effective in all counties
of this state.

Rate Base/Interconnection Feasibility

Section _. Subsections (4), (5), (6) and (7) of Section
367.081, Florida Statutes, are renumbered as subsections (5),
{6), (7) and (8), and a new subsection (4) is added to said
section, to read:

367.081 Rates; procedure for fixing and changing.—

(4) For the purpose of determining rate base; the

commission shall not consider & utility's investment in any new

construction, expansicn or replacement of a utility's water

treatment plant, wells, wastewater treatment plant or effluent

disposal facilities to be either prudently incurred or used and

useful in the public service unless the utility presents

competent substantial evidence establishing that:
{a}] The utility notified each government or governmental

autherity which owne or operates a utility system within the

same county or an adjoeining county wherein the utility intended
to construct, expand, or replace such utility property, of its

intent to do so;

(b} Interconnecting the utility’'s property with the utility

system owned or operated by such local government or

governmental authority in lieu of such constructicn, expansion,

or replacement by the utility was cost prohibitive, or otherwise

not feasible;
(o} The local government or governmental authority was

given sufficient informatien pertaining to the proposed new

construction, expansion, or replacement project and the

opportunity to provide a competitive bid to the utility on not
lesa than 90-days-notice for the interconnection of the
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utility's property to the utility system operated by the local

government or governmental authority in lieu of such

construction, exXpansion or replacement; and

[d} The local government or governmental authority:

1. Failed to respond to the utility's notice;

2. Agreed with the utility that interconnection of the

utility’'s property was cost prohibitive or otherwise nsot

feasible; or

i. Presented a bid for interconnection which was not the

least cost alternative available to the utility, and was not

preferable to the proposed construction, expansion, or

replacement by the utility for public health and safety or

environmental reasons.
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Letter From NAWC

7

MOVING WATER FORWARD Exscutive Director

Mallenal Associalion
of Waler Companias 001 L Stresl, MV, Suite BS0 » Woshington, DC 20086 + | 202833 8383 « | 202.33]. M42 = wWhaiw NOMWC.ONG

January 18, 2013

Dear Study Committee Members:

On1 behalf of the National Association of Water Companies, 1 would like to thank
you for your diligent work on the Study Committee on Investor-Owned Water
Companies. Founded in 1895 by a handful of small water companies in Pennsylvania, the
NAWC has members located throughout the nation, ranging in size from large companies
owning, operating or partnering with hundreds of utilities in multiple states (o individual
utilities serving a few hundred customers. Our members provide the services required to
help ensure safe and reliable water treatment and delivery.

We have heen following the proceedings of the Study Committee with great
interest and we appreciate the very thoughtful deliberative approach the committee has
taken to make recommendations that streamline regulation and promote the ongoing
respensibility of quality customer service. We are appreciative of the desire to keep the
regulatory compact intact. It is, of course, imperative that the industry supply guality
water to existing and new customers for the long term by maintaining and replacing aging
infrastructure, Of course, a fair return is eritical in order for water service companies to
be able to attract the capital necessary to provide this service and infrastructure.

Water is a very capital intensive industry with rising costs. The United States
Environmental Protection Agency estimates that $335 billion are needed over the next 20
years for drinking water infrastructure related expenses, including an estimated $12.8
Billion for Florida. (The EPA estimates similar numbers nationwide for wastewater
infrastructure as well.) Therefore, we commend the focus of this Commiltee 1o
streamlining procedures. Timely cost recovery will ensure that all state and federal
requirements are met, rate shock is lessened or avoided, and service is only improved.

As the national association representing the private water services industry, we
monitor regulatory and investment issues such as rate application length, rale case
expense, relutns on investment, and the flow of capital, all of which ultimately impact the
customer. Not surprisingly, we have scen a correlation with these issues and certain
regulatory policies and the overall regulatory environment in various states,

For years, Florida has been touted as a “Best Practices” state in a number of arcas

in water and wastewater regulation. In Fact, many of the “Best Practices™ listed in the
2005 NARUC Resolution (attached) are utilized in Florida. For example, the staff
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assisted rate case process is a model regulatory process and it has worked effectively for
years to allow Class C companies to stay current in rate relief. Other best practices
include interim rates, projected test years, and pass through adjustments.

It is the desive to preserve these effective practices, and identify others that serves
as the purpose for our letter to you. Based on proposals submitted by the Office of Public
Counsel and the conversations held in the last committee meeting, we offer the following
thoughts for your consideration:

1. Interim Rates.' Interim rates are designed to allow cost recovery during the
regulatory lag associated with a lengthy rate case.” The Interim Rate Stalute is a separate
statute from the “file and suspend” rate case statute in that the standard is not tied to the
minimum filing requirements. In fact, approval of interim rates is based upon a different
legal standard. Companies can even submit each petition using a different test year?
The expedited review or the “quick and dirty” analysis used by the PSC of inierim rate
filings is for the sole purpose of immediate rate reliel during the pendency of a rate case.
All stakeholders are protected. The interim rales are collected subject to refund,
Therefore, if a refund is required, the customer receives the refund with interest.

With these proven consumer protections in place, there has been no overwhelming reason
offered to remove a company’s ability to seek interim rate relief. The companies must be
able to address ongoing deficiencies while a rale case is pending,

2. Rate Case Expense. The PSC currently enjoys broad discretion in approval,
rejection, or modification of rate case expense.” To support a change to any statute on
rate case expense actually removes StalT’s diseretion and frankly holds this industry to a
different standard than any other regulated industry. The purpose for doing so has not
been adequately discussed nor considered.

x Secondary Standards,  The Florida water industry is already a fragmented
industry with multiple levels of regulation. To introduee a new requirement to report to
the PSC, DEP, or any other agency on secondary environmental standards only creates
excess and unnecessary regulation and additional costs. The DEP cwvently has this

' Section 367.082, Florida Statutes

2 Citizens af Fla. v. SC, 425 So0.2d 534, 540 (Fla, 1982).

3 Citizens of Fla. v. PSC, 435 So.2d T84 (Fla. 1983},

* Id. at 784, 786.

e the principle is well settled that the Commission enjoys a broad discretion with respect to allowance of
yate case expense.  Flarida Crawn Ulility Services, Ine. v. Utility Regwlatary Board of the City of
Jackservifle, 274 8o, 2d 597 (Fla, 1% DCA 1973).
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jurisdiction, We welcome the added scrutiny, but not at the expense of costs to the
company or to the customer. The cost of regulation is bome by the ratepayer, The
collaborative committee proposal offered by the PSC staff is well-intentioned and we
commit to working within that structure if that is the ultimate decision. However, we
note that whatever recommendations that are collaboratively structured from that task
force must include the appropriate finding of prudency or mandate for cost recovery.
Otherwise, the committee has no weight nor will participation be effective.

Study Committee members, we need to remember that the water industry, the
capital markets, and the consumers all rely on regulatory certainty. While OPC’s
proposals may he well-intended, there ate unintended consequences that harm the lavger
group of ratepayers and constituents. Making cosl recovery even harder and uncertain
will surely impact access to capital, Tn a rising-cost industry that needs 1o make ongoing
significant infrastructure improvements, negatively impacting access to capital is a real
problem.

Thank you for allowing us to participate in this process. We look forward to
answering any questions you may have,

Sincerely,

DSf o

Michael Deane
Executive Director
Mational Association of Water Companies
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Resolution Supporting Consideration of Regulatory Policies Deemed as "Best Practices”

WHEREAS, A number of innovative regulatory policies and mechanisms have been implemented
by public utility commissions throughout the United States which have contributed to the ability of
the water industry 1o effectively meel water guality and infrastructure challenges: and

WHEREAS, The capacity of such policies and mechanism to facilitate resolution of these
challenges in appropriate circumstances supports identification of such policies and mechanisms as
“best practices™; and

WHEREAS, During a recent educational dialogue, the “2005 NAWC Water Pelicy Forum,™ held
among representatives from the water industry, State economic regulators, and State and federal
drinking water program administrators, participants discussed (consensus was nol sought nor
determined) and identified over 30 innovative policies and mechanisms that have been summarized
in a report of the Forum to be available on the website of the Committee on Water at

WAL naTUe.org and

WHEREAS, As public utility commissions continue to grapple with finding solutions to meet the
myriad water and wastewater industry challenges, the Committee on Water hereby acknowledges
the Forum's Sunnmary Report as a starling point in a commission’s review of available and proven
regulatory mechanisms whenever additional regulatory policies and mechanisms are being
considered; and

WHEREAS, To meet the challenges of the water and wastewater industry which may face a
combined capital investment requirement nearing one trillion dellars over a 20-year period, the
following policies and mechanisms were identified to help ensure sustainable practices in
promoting needed capital investment and cost-effective rates: a) the use of prospectively relevant
test years; b) the distribution system improvement charge; ¢) construction work in progress; d) pass-
through adjustments; ¢) stalT-assisted rate cases; ) consolidation to achieve economies of scale; g)
acquisition adjustmen! policies to promote consolidation and elimination of non-viable systems; h)
a streamlined rate case process; i) mediation and settlement procedures; j) defined timeframes for
rale cases; k) integrated water resource management; 1) a fair return on capital investment; and m}
improved communications with ratepayers and stakcholders; e

WHERKEAS, Due to the massive eapital invesiment required to meet current and future water
quality and infrastructure requirements, adequately adjusting allowed equity returns to recognize
industry risk in order to provide a fair return on invested capital was recognized as crucial; and

WHEREAS, In light of the possibility that rate increases necessary to remediate aging
infrastructure to comply with increasing water quality standards could aversely affect the
affordability ol water service to some customers, the following were identified as best practices lo
address these concerns: @) rate case phase-ins; b) innovative payment arrangements; ¢) allowing the
consolidation of rates (“Single Tariff Pricing™) of a multi-divisional water utility to spread capital
costs over a larger base of customers; and d) tarpeted customer assistance programs; and

WHEREAS, Small water company viability issues continue to be a challenge for regulators,

drinking water program administrators and the water industry; best practices identified by Forum
participants include: a) stakeholder collaberation; b} a memorvanda of understanding among relevant
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State agencies and health departments; ¢) condemmation and receivership authority; and d) capacity
development planning; and

WHEREAS, The U.S. Environmental Protection Agency’s “Four-Pillar Approach™ was discussed
as yel another best practice essential for water and wastewater systems to sustain a robust and
sustainable infrastructure o comprehensively ensure safe drinking water and clean wastewater,
including: a) better management at the local or facility level; b) full-cost pricing; ¢) water efficiency
or water conservation; and d) adopting the watershed approach, all o' which economic regulators
can help promote; anmd

WHEREAS, State drinking waler program administrators emphasized the following mechanisms
which Forum participants identified as best practices: a) active and effective security programs; b)
interagency coordination to assist with new water guality regulation development and
implementation, such as a memorandum of understanding: ¢) expanded technical assistance for
small water systems; d) data system modernization to improve data reliability; ¢) effective
administration and oversight of the Drinking Water State Revolving Fund to maximize
infrastructure remediation, along with permitting investor owned waler companies access in all
States; I) the move from source water assessment (o actual protection; and g} providing State
drinking water programs with acdequate resources to carry out their mandates; now therefore be it

RESOLVED, That the National Association of Regulatory Utility Commissioners (NARUC),
convened in its July 2005 Summer Meetings in Austin, Texas, conceptually supports review and
consideration of the innovative regulatory policies and practices identified herein as “best
practices:” and be if firther

RESOLVED, That NARUC recommends that economic regulators consider and adopt as many as
appropriate of the regulatory mechanisms identified herein as best practices; and be if further

RESOLVED, That the Committee on Water stands ready to assist economic regulators with
implementation of any of the best practices set forth within this Resolution.

;Spun.s'a;wH by the Commitiee on Waler
Adapted by the NARUC Board of Directors July 27, 2003

301



302



APPENDIX VII

APPENDIX VII: MINUTES OF COMMITTEE MEETINGS
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Study Committee on Investor-Owned Water and Wastewater Utility Systems

Chairman Julie Brown called the meeting of the Study Comnuttee on Investor-Crwned Water
and Wastewater Utility Systems (Study Commiftee) to order at 11:00 am. A vofing quorum
of members was present. The following members were excused from the meeting: Mr. Gus
Alexakos, and Mr. Tim Thompson Representative Ray Pilon joined the meeting in progress
via conference call.

The Chairman miroduced herself and the primary staff members assigned to the Study
Committee. Mr. Larry Harns of the Public Service Commuission staff briefly discussed ex
parte communication and the specific limitations on Chairman Brown in her role as a member
of the Public Service Commission.

Members of the Study Committee introduced themselves and provided a brief summary of
their corrent position and their representation before the Study Committee.

Chairman Brown recognized Ron Brisé, Chaimman of the Public Service Comnussion.
Commissioner Brisé thanked Chairman Brown for agreeing to serve as Chairman of the Study
Committee and thanked the Legislature for recognizing the importance of the issues before
the Study Committee.

Chairman Brown recognized and introduced Senator Alan Hays who thanked the members of
the Study Commuttee for agreeing to serve, and indicated that the Legislature awaits the Study
Committee’s finished product. Senator Hays outlined several issues that he hopes the Study
Committee will address including acceptable levels of service, enforcement, utility company
performance, rate case expenses, tiered or conservation rates, and developer owners of utility
systems.

The Chatrman recognized Ms. Mary Bane, Energy Advisor to Governor Rick Scott. She also
recognized Mr. Ralph Lair, Chief Legislative Aide to Speaker-Designate Will Weatherford.
On behalf of the Speaker-Designate, Mr. Lair sent his congratulations to the Study Commuittee
to the members and everyone looks forward to receiving the finished product from the Study
Committee.

Presentations

Overview of Florida’s Sunshine Law: Pat Gleason from Attomey General Pam Bondi's
office provided an overview of Flonda's Government in the Sunshine law and public records
laws. Ms. Gleason discussed the courts” broad interpretation of Florida's Sunshine law, that
whenever two or more members of a board get together, that meeting or communication must
be open to the public. There are no private discussions regarding any matter discussed by a
board. Meetings include all means of face-to-face discussion and any communication via any
means of technology.
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Travel and Reimbursement Procedures: Bobby Maddox, Public Service Commission staff,
provided an overview of travel and reimbursement procedures and other administrative 1ssues
to the Study Commuttee.

Parliamentary Procedures: Katherine Penmington, Public Service Commuission staff,
provided a brief overview of parliamentary procedures for the Study Commuttee to follow
during its deliberations.

Overview of Chapter 2012-187, 1..O.F.: Katherine Pennington. Public Service Commission
staff, also went through the enabling legislation that authorized the creation of the Study
Committee, and identified the issues that the Study Commmttee must consider in ifs
deliberations.

PSC Regulatorv Authority: Marshall Willis, Public Service Commission staff made a
presentation regarding statutes (Chapter 367, Flonda Statutes) and administrative mles
{Chapter 25-30, Florida Administrative Code) which govern the regulation of investor-owned
water and wastewater utility systems.

br. Willis explained that the Public Service Commission, local governments or local
governing authorities regulate water and wastewater utilities. He discussed the certification
process and stafutory exemptions from utility certification He further discussed the different
type of rate increases and the numerous processes for rafe cases.

Role of the Office of Public Counsel in Resulatory Oversishi: Steve Reilly, Office of
Public Counsel, provided an overview of the Office of Public Counsel and its statutory
responsibilities. Mr. Reilly discussed the role of the Public Counsel to provide legal
representation for citizens in proceedings before the Public Service Commission, the Judicial
System, federal agencies, and various associations and tribunals. Mr Reilly explained that
the Office of Public Counsel operates independently of the Public Service Commussion.

DISCTUSSIONS

Discussion of Topics and Methodologies: Chairman Brown led a discussion of possible
topics for the Study Committee to consider (in addition to the six subject areas required by the
enabling legislation). Several commiftee members previously submitted suggestions and
ideas for consideration.

The Study Commiffee identified several specific topics for additional consideration and
research by the Commifttee. The topics would be summarized and distributed fo the members
prior to the next meeting. Chairman Brown asked the members of the Study Committee to
review the topics and to come to the next meeting prepared to recommend up to five topics for
discussion. The topics should be in ranked order for purposes of discussion.
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Future Meeting Dates:
Chairman Brown announced the next meeting is October 3, 2012, tentatively set for 11:00
am. until 5:00 pm The meeting will be in Morms Hall, Room II-17, House Office
Building, in Tallahassee.

Chairman Brown asked the members to keep open October 18, 2012 open as a possible
teleconference meeting of the Study Committee. Possible fufure meefing dates are November
29, 2012, and December 5-6 or December 13-14. 2012, and Jamuary 15, 2013. Additional
meetings, if needed, will be discussed at future meetings.

Regarding where the statuforily required public hearings will be held. Chairman Brown
recognized Joann Chase of Public Service Commussion staff to discuss possible locations.
Mz Chase said that she 15 currently working with local officials and staff to identify possible
meeting locations and dates.

Public Comment:
1. Mr Frank Reams, utility customer from Zephyrhills, addressed the Study Committee
members.

The meeting adjourned the meeting at approximately 4:50 p.m.
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Study Committee on Investor-Owned Water and Wastewater Utility Systems

MEETING MINUTES
October 3, 2012, Tallahassee Florida

Chairman Julie Brown called the meeting of the Study Committee on Investor-Owned Water and
Wastewater Utility Systems (Study Committee) to order at 11:00 a.m. A voting quorum of
members was present. Due to a prior commitment, Representative Ray Pilon was excused from
the meeting. Chairman Brown announced that due to circumstances beyond his control, Mr. Gus
Alexakos resigned from the Study Committee and that the Governor has not yet named a
member to replace Mr. Alexakos. Additionally, the Study Committee does not yet have a Senate
appointee.

Mr. Kelly made two corrections to the minutes of the September 5, 2012, Study Committee
meeting. The members approved the minutes, as amended. The minutes will be posted on the
Study Committee’s web site at http://www.floridawaterstudy.com.

Presentations

Department of Environmental Protection (DEP) Drinking Water Program: Mr. Van
Hoofnagle from DEP staff discussed the roles and responsibilities of the DEP as it relates to
public water systems and provided a brief history of the Safe Drinking Water Act (SDWA).

Department of Environmental Protection Domestic Wastewater Program: Mr. Richard
Addison from DEP staff provided an overview of the approximately 2100 wastewater facilities
regulated by the DEP. Mr. Addison said that the Department of Health regulates many of the
smaller on-site wastewater systems, which cover about one-third of Florida’s population.

St. Johns River Water Management District (SJRWMD), Role and Responsibilities in the
Requlation of Investor-Owned Water Utilities: Mr. Carl Larrabee from SIRWMD staff
presented the roles and responsibilities of the water management districts in consumptive use
permitting; i.e., getting the water out of the ground.

Southwest Florida Water Management District, Conservation Rate Structures: Mr. Jay
Yingling from SWFWMD staff discussed conservation rate structures. He explained the
background of water conserving rate structures, and the goal of these rate structures is to induce
conservation without negatively affecting utility revenues.
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LUNCH BREAK

Florida Governmental Utility Authority (FGUA), Basics of a Governmental Utility
Authority (GUA): Brian Armstrong, Esq., from the Law Offices of Nabors, Giblin &
Nickerson, P.A. discussed the concept of a governmental utility authority (GUA) as defined in
section 163.01(7), Florida Statutes.

TOPIC DISCUSSIONS

Ms. Joann Chase and Mr. Greg Shafer, staff to the Study Committee, led a discussion of the
mandatory issues required by the enabling legislation and topics submitted by members of the
Study Committee. The Study Committee also discussed topics submitted by Commissioner Jack
Mariano and Commissioner Scarlet Frisina prior to the meeting. Discussions related to the
following topics that are mandated by the enabling legislation:

1. The ability of a small investor-owned water or wastewater utility to achieve economies of
scale when purchasing equipment, commaodities, or services.

2. The availability of low interest loans to a small, privately-owned water or wastewater utility.

3. Tax incentives or exemptions, temporary or permanent, available to a small water or
wastewater utility.

4. The impact on customer rates if a utility purchases an existing water or wastewater utility
system.

5. The impact on customer rates of a utility providing service through the use of a reseller.

Some additional topics discussed included:

1. The establishment of a funding reserve for small water and wastewater utilities to utilize for
infrastructure repairs and equipment replacement costs. Further discussion on this topic will
occur at a future meeting.

2. A mechanism for smaller utilities to implement incremental increases based upon the
indexing performed by the Public Service Commission. Smaller utilities often delay or
forgo application for a rate increase because of the expense involved with bringing the rate
case before the Commission.

3. Possible efficiencies, administratively and statutorily, that could lower the costs of rate
proceedings to small water or wastewater utility systems. The Study Committee members
discussed a variety of methods to reduce or avoid rate case expenses.

Chairman Brown directed staff to prepare recommendations for the five topics mandated by the
enabling legislation, based upon the ideas discussed at today’s meetings, and asked that the
members be prepared to make decisions regarding these five topics at the next Study Committee
meeting. She cautioned members that final decisions have not been made and that all
discussions and topics will continue to be available for discussion and decision at subsequent
meetings.
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Announcements:

Chairman Brown announced that next meeting is a teleconference call, via WebEx, on October
18, 2012, beginning at 10:00 a.m. For members who want to attend the meeting in person, the
meeting will be in the Betty Easley Center, Room 140, 4075 Esplanade Way, Tallahassee, FL.
Additional information regarding directions for members to sign into the meeting via WebEX,
and the call-in number for members of the public will be available on the Study Committee’s
website.

There will be another teleconference call, via WebEx, on November 1, 2012 to continue
discussions of a draft document. The meeting will begin at 1:00 p.m., the location of this
meeting has not yet been determined.

Additionally, Chairman Brown asked the members to reserve November 29, 2012, as a possible
meeting date for a face-to-face meeting in Tallahassee.

Public hearings, as prescribed by the enabling legislation, have been scheduled for public input
on Wednesday, December 5, 2012. The Study Committee will meet in the Pasco County
Commission chambers beginning at 9:00 a.m. until 12:00 p.m. The second hearing will be at the
Eustis Community Center from 6:00 p.m. until 9:00 p.m. on the same day.

There may also be a January 10 or 25, 2013 meeting in Tallahassee. Staff will provide further
information regarding subsequent meeting dates at a future meeting.

Public Comment:

None

The meeting adjourned at approximately 5:00 p.m.
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Study Commuittee on Investor-Owned Water and Wastewater Utility Systems

MEETING MINUTES
October 18, 2012, Tallahassee Florida

Chairman Julie Brown called the teleconference of the Study Committee on
Investor-Owned Water and Wastewater Utility Systems (Study Committes) to order at
10:00 am. A voting quorum of members was present. The following members were
excused from the meeting: Mr. Keith Burge. Representative Ray Pilon. Mr. Robert
Holmden. and Mr. Ralph Terrero.

Charrman Brown welcomed everyone to the first conference call of the Study
Comnuttee and bnefly explamned how WebEx conference calls work. She indicated that
her computer screen would identify which member was requesting to speak by “raising lus
or her hand™ (electronically). She explained that if any member was uncomfortable with
the WebEx technology to let her know by just speaking telephonically. The teleconference
has the same importance as an “in-person’ mesting.

DISCUSSION OF STATUTORY RECOMMENDATIONS

The purpose of tlus meeting was to discuss the statutory provisions requured by the
enabling legislation. and to determune wluch 1ssues the Study Commmitee will further
consider. The five issues contamed imn the enabling legislation are labeled Issue 1 m
Attachment 1. An additional 1ssue related to a funding reserve 1s labeled Issue 6. An
affirmative vote at this time only indicates that staff will work on specific language for
consideration. The members will take a final vote at a subsequent meeting.

The attached table (Attachment 1) below summanzes the issues discussed and
voted upon on October 18, 2012, Members did not take a vote on Item 3.2, "pursming a
narrower tax exemption policy for Investor-Owned Utilities”. Tlus 1ssue was deferred until
additional information was available to the commutiee members.

The Study Comumittee members did not have time to consider issues 4-6, but
Chairman Brown indicated that she would begin with issue #4 at the November 1. 2012
meeting. Once Issues 4-6 are thoroughly addressed, additional issues proposed by
members of the Study Committee will be considered.

FUTURE MEETINGS
Chairman Brown announced that the next meeting of the Study Committee will be
November 1, 2012, and that the meeting has changed from a teleconference call to an “m-

person meeting. begmmng at 1:00 pm. The meeting will take place m Morns Hall, LL-
17 of the House Office Building in Tallahassee.
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The Study Committee will also meet on November 29, 2012, i Tallahassee.
Future meeting dates include November 29 in Tallahassee and December 5 in Pasco
County and Eustis.

Public Comment:

None

The teleconference adjourned at approximately 12:00 p.m.
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ATTACHMENT 1

Keith John Patrick Gary Scarlet | Deonna | Bobby J ﬂFk Ray Michael Ralph Tim Gary
Tssue Burge Frame Flynn Fries Frisina | Gregory Lue Manano | Pilon |Smallridge| Terrero Thompson®*| Williams

(1)Economies of Scale
L1 Permit [OUs to take advantage of state Excused | YES YES YES YES YES ves | D¢ 190 |Excused| YES | Absent | Absent YES
lpurchasing contracts Vote
1.2 Encourage government and large IOUs to Did not
lpermit small IOUs to piggy-back on utility Excused | YES YES NO YES YES YES ,‘;0 t’;i Excused| YES Absent Absent YES
lpurchases
1.3 Encourage contract service companies that Did not
lpurchase in bulk to allow small I0Us to Excused | YES YES YES YES YES YES Vote* Excused YES Absent Absent YES
lpurchase supplies thru them ot
1.4 Staff will develop language to encourage
statewide and trade associations to developan | g o g| yvEg YES YES YES YES vEs | D909 |p cused| YES | Absent | Absent YES

exchange" system for new and/or used Vote
equipment.
(2) Low Interest Loans
2 - 5 .
21 Expand restriction for loans to I0Us from | g 9| vEs | vEs | YES | YEs YES | YES | YES |Excused| NO | Absent | Absent YES
less than 1,000 connections to a larger amount
2.2 in1
22 Decrease minimum amount of loan from | gy | vEs | vEs | vES | YES YES | YES | YES |Excused|] NO | Absent | Absent YES
$75.000 to a lesser amount
2.3 1 ass servi
SRF“I‘;LI‘;“Z" pass thru of loan service fee for |p o g| vES | vEs | vEs | vEs YES | YES | YES |Excused| NO | Absent | Absent YES
2.4 Create surcharge to be used as a source of . . . ety . . L .
funding — cither separate fund or part of SRF Issue temporarily deferred - for discussion with Issue #6 relating to the creation or authorization of a reserve fund.
= - -
2.5 Encourage outreach program to advise of |\ poyceq| vEs | vEs | vEs | YES | YES | vES | D192t |prcuced| NO | Absent | Absent | YES
availability of loans and grants Vote
el - < 3 ,.
2.0 Increase allocation of PABs for water & | oo fg | vEg YES YES YES YES YES YES |Excused| WO Absent | Absent YES
[wastewater improvements
(3) Tax Incentives or Exemptions
3.1 Extend sales, property and ad valorem tax | oo Cg | yEg YES YES YES YES YES YES |Excused| YES | Absent | Absent YES
exemptions available to govt. utilities to IOUs

3.2 Pursue a narrower tax exemption policy for
IOUs

Issue discussed, but no vote taken during 10/18/2012 teleconference

(4) Impact on rates of utility purchase of existing svstems

4.1 Require rate impact analysis i approval of
transfer

No vote taken during 10/18/2012 teleconference
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Issue

Keith
Burge

John
Frame

Patrick
Flynn

Gary
Fries

Scarlet
Frisina

Jack
Mariano

Donna
Gregory

Bobby
Lue

Ray
Pilon

Michael
Smallridge

Ralph
Terrero

Tim
Thompson™®®

Gary
Williams

4.2 Direct PSC to initiate rulemaking to require
lpurchaser to disclose how purchased system
[would be treated for rate setting purposes —
stand alone or combined — and provide rate
impact

No vote taken during 10/18/2012 teleconference

4.3 Direct PSC to initiate rulemaking to codify
an acquisition adjustment policy that reflects
appropriate sharing of risk and benefit of the
lpurchase of an existing system

No vote taken during 10/18/2012 teleconference

4.4 Authorize rate change at time of transfer of
existing system not to exceed 5% per year until
rates reach that of purchaser.

No vote taken during 10/18/2012 teleconference

(5) Impact on rates of utility acting as EXEM

PT Reseller

5.1 Expand the reseller exemption provision to
allow recovery of meter reading and balling
costs

No vote taken during 10/18/2012 teleconference

(5a) Impact on rates of utility acting as PSC REGULATED Reseller

5.2 Authorize PSC to review wholesale rates in
cases where a complaint has been filed

No vote taken during 10/18/2012 teleconference

5.3 Authonize PSC to review wholesale rates in
cases where the customers are not residents of
the government unit providing the wholesale
service

No vote taken during 10/18/2012 teleconference

5.4 Authorize PSC to review all wholesale
lwater & wastewater rates charged to IOUs

No vote taken during 10/18/2012 teleconference

(6) Reserve Fund

6.1 Authorize PSC to establish mfrastructure
repair & replacement reserve for each utility
that would be funded thru rates

No vote taken during 10/18/2012 teleconference

6.2 Levy a statewide incremental assessment
on the bills of IOU customers to be
administered by a fund admimstrator

No vote taken during 10/18/2012 teleconference

*Commuissioner Mariano had a technical problem during the teleconference and was not audible during all roll call votes.

** Although Mr. Thompson's presence was noted on the WebEx screen, no audio connection was established; therefore, no votes are recorded for Mr. Thompson.
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MEETING MINUTES
November 1, 2012, Tallahassee Florida

Charrman Julie Brown called the meeting of the Study Commuittee on Investor-
Owned Water and Wastewater Utility Systems (Study Committee) to order at 1:00 pm. A
voting quorum of members was present. Chairman Brown welcomed Mr. Keith Goodman
to the Study Commuttee (wia telephone). Mr. Goodman replaces Mr. Gus Alexakos as a
customer of a Class “A” utility. The following members were previously excused from the
meeting: Representative Ray Pilon and Commissioner Scarlett Frisina. Chairman Brown
announced that Mr. Thomas Shiflett 15 the new member of the Study Commuttes as
designated by Secretary Herschel Vinyard of the Department of Environmental Protection.

DISCUSSION OF STATUTORY RECOMMENDATIONS

The purpose of this meeting was to continue discussion of the statutory provisions
required by the enabling legislation. and to determune additional 1ssues that members of the
Study Commuttee wish to consider further. The five statutory recommendations are listed
on Attachment 1 and are contained in the enabling legislation One additional issue
entitled “Funding Reserve™ is labeled Issue 6. The Study Commuttee previously took
action on several of the conceptual recommendations at the October 18, 2012 meeting and
those wvotes are included on Attachment 1. Chairman Brown reminded the Study
Committee members before the vote that an affirmative vote at this time indicates that staff
will work on specific language for consideration. The members will take a final vote at a
subsequent meeting.

Chatrman Brown reported that since the October 18, 2012, Study Commuttee
meeting via teleconference, staff revised possible recommendations based upon members’
comment at the teleconference.

The attached table, revised since October 18, 2012 Study Commuttee meeting,
{(Attachment 1) summarizes the issues discussed and voted upon on November 1. 2012
Members did not take a vote on Item 3.2, "pursuing a narrower tax exemption policy for
Investor-Owned Utlities”. This i1ssue was deferred until additional mformation 1s
available to the committee members.

The Study Commuittee members did not take a vote on any options relating to the
establishment of a Reserve Fund (Tssue 6 on Attachment 1), but requested staff to conduct

additional research on viable options.
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FUTURE MEETINGS
Chatrman Brown announced that the Study Committee would next meet on
Nowvember 28, 2012, in Tallahassee at the Betty Easley Conference Center, 4075 Esplanade
Way., Room 148 The statutonily required public hearings will be December 5 in Pasco
County (9:00 am. until 12:00 p.m.) and Eustis (6:00 p.m. unril 9:00 p.m.).
Public Comment:

None

The meeting adjourned at approximately 4:45 p.m.
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Eeaith John Patrick Gary Scarlet Keith Donna Bobby Jack Ray Michael Ralph Tim Gary

Issue Burge Frame Flynn Fries Frisina Goodman Gregory Lue Mariano Pilon Smallridge Terrero Thompson Williams

(3) Tax Incentives on Exemptions

3.1 Extend sales, property and ad
valorem tax exemptions available to Vote taken at October 18, 2012 Study Committee conference call
govt. utilities to IOUs.

3.2 Pursue a narrower tax exemption

policy No vote taken November 1, 2012, Additional discussion may occur at November 28, 2012 Study Committee Meeting.

(4) Impact on rates of utility purchase of existing svstems

4.1 Statutory change to recuire rate
impact analysis in approval of transfer
if purchaser has uniform or banded
rate structure.

MNo vote | Novote | Novote | No vote EXC No vote Novote | Nowvote | No vote EXC No vote No vote No vote No vote

4.2 PSC initiate rulemaking to require
purchaser to disclose how purchased
system would be treated for No vote | Nowvote | No vote | No vote EXC No vote No vote | No vote | No vote EXC No vote No vote No vote No vote
ratesetting purposes — stand along or
combined — & provide impact.

4.3 PSC initiates rulemaking to codify
an acquisition adjustment policy that
reflects appropriate sharing of risk No vote | Novote | Novote | No vote EXC MNo vote No vote | Novote | No vote EXC No vote No vote Mo vote No vote
and benefit of the purchase of an
existing system.

4.4 Statutory change to authorize rate
change at time of transfer of existing

o, No vote | Nowvote | No vote | No vote EXC No vote Novote | Novote | No vote EXC No vote No vote No vote No vote
system not to exceed 5% per year
until rates reach that of purchaser.
4.5 Statutory change & rulemaking to
require selling utility o enter into No vote | Nowvote | No vote | No vote EXC No vote Novote | Novote | Novote EXC No vote No vote No vote No vote

negotiations with local governments
before contract with IOT.

4.6 Statutory change & rulemalking to
give local governments right of first No vote | Nowvote | No vote | No vote E3C No vote No vote | Novote | No vote EXC No vote No vote No vote No vote
refusal before PSC approval.

4.7 PSC initiate rulemaking to require
that the notice of transfer provided to
customers include the disclosure of Mo vote | Novote | No vote | No vote EXC No vote No vote | No vote | No vote EXC No vote No vote No vote No vote
any needed system improvements,
inchiding the approximate cost.

4.8 No change YES YES YES NO EXC YES NO NO NO EXC YES YES NO YES
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Issue

Keith
Burge

John
Frame

Patrick
Flynn

Fries

Scarlet
Frisina

Keith Donna Bobby Jack
Goodman Gregory Lue Mananoe

Ray
Pilon

Michael
Smallndge

Ralph
Termrero

Tim
Thompson

Gary
Williams

(Sa) Impact on rates of utility acting as EXEMPT Reseller

5a.l Expand the reseller exemption
provision to allow recovery of meter
reading and billing costs and other
options. Direct staff to research
additional options.

YES

YES

YES

YES

EXC

YES YES YES YES

EXC

YES

YES

YES

YES

(5b) Impact on rates of utility acting as REGULATED Reseller

5h.2 Authorize PSC to review
wholesale rates in cases where a
complaint has been filed.

No vote

No vote

No vote

No vote

No vote No vote | Novote | No vote

No vote

No vote

No vote

No vote

5b.3 Authorize PSC to review
wholesale rates in cases where the
customers are not residents of the
governmental unit providing the
wholesale service.

No vote

No vote

No vote

No vote

No vote No vote | Novote | No vote

No vote

No vote

No vote

No vote

5h.4 Authorize PSC to review all
wholesale water and wastewater rates
charged to I0Us.

No vote

No vote

No vote

No vote

No vote No vote | Novote | No vote

No vote

No vote

No vote

No vote

5hb.5 No change

YES

YES

YES

YES

EXC

YES YES YES YES

EXC

YES

YES

YES

YES

(6) Reserve Fund

6.1 Authorize PSC to establish
infrastructure repair and replacement
reserve for each utility that would be
funded through rates.

No vote

No vote

No vote

No vote

EXC

Mo vote Mo vote | Novote | No vote

EXC

Mo vote

No vote

No vote

No vote

6.2 Levy a statewide incremental
assessment on the bills of IOU
customers to be administered by a
fund administrator.

No vote

No vote

No vote

No vote

No vote No vote | Novote | No vote

No vote

No vote

No vote

No vote

(7) Pass-Through and Indexing

7.1 Research additional pass-through
amendments and indexing options
that. with full transparency. would
benefit smaller utilities. Should
comply with Consumer Confidence
Reports.

YES

YES

YES

YES

EXC

YES YES YES YES

EXC

YES

YES

YES

YES
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"'_ AMEETING AMINUTES
November 28, 2012 Tallahassee Flonida

Chairman Julie Brown called the meeting of the Study Committee on Investor-
Owned Water and Wastewater Utility Systems (Study Committee) to order at 12:30 p.m.
A voting quorum of members was present. Commissioner Jack Mariano participated via
telephone. The following members were excused from the meeting: Representative Ray
Pilon and Commissioner Scarlett Frisina. Chairman Brown welcomed Mr. Van Hoofnagle
as a new member of the Study Committee, designated by Secretary Herschel Vinyard of
the Department of Environmental Protection. and as authorized by the enabling legislation.

Chatrman Brown acknowledged the November 2, 2012 passing of Mr Frank
Reams. a tireless advocate for water and wastewater 1ssues 1n Florida. She recognized his
efforts on behalf of customers throughout the state and indicated that Mr. Reams will be
missed.

Staff distributed a list of 1ssues of consideration, previously identified by members
of the Study Committee. Chairman Brown asked members to review the list of issues and
to identify and rank, in priority order. issues that each member would like the Study
Committee to review and consider. 5he asked that members be prepared to discuss these
1ssues, if time permits, after the public testimony at the Eustis meeting on December 3,
2012 meefing.

PEESENTATION

Mr. Paul Stallcup of the Public Service Commission staff presented an “Overview
of Fate Bands™ for the Study Commuittee.

DISCUSSION OF STATUTOEY EECOMMENDATIONS

The Study Committee continued its discussions of the statutory issues identified in
the Committee’s enabling legislation. Staff revised possible recommendations based on
discussions at previous meetings. The affached fable (Attachment 1) summarizes the
1ssues discussed and voted upon on November 28, 2012, The Study Committee deferred
further discussion and a vote on several issues until a future meeting, likely the conclusion
of the Eustis public hearing on December 5, 2012, Acfions taken or not taken are indicated
on the attachment Chairman Brown gave staff flexibility to revise recommendations
based upon members” input and further direction.
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ITTURE MEETINGS

Chairman Brown announced that the Study Commuttee would next meet on
December 5 in New Port Richey (9:00 a.m. until 12:00 p.m.) and Eustis (6:00 p.m. until
2:00 p.m.). These two meetings will constitute the public testimony meetings required by
the Study Committee’s enabling legislation.

Chatrman Brown further announced that conference calls may be scheduled later in
December and that at least one in-person meeting may be held in Janvary 2013.

Public Comment:

Brian Armstrong — on behalf of Florida Governmental Utility Association (FGUA)

The meeting adjourned at 5:10 p.m.
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Issue

Keith
Burge

John
Frame

Patrick
Flynn

Gary

Fries

Scarlet
Frisina

Keith
Goodman

Donna
Gregory

Bobby
Lue

Jack
Mariane

Ray
Pilon

Michael
Smallridge

Ralph Tim Gary
Temero Thempson Williams

Issue 1: The ability of a small investor-owned water or wastewater utlity to achieve economies of scale when purchasing equipment, commeodities, or

services.

1.1(maodified) The Committee
recommends that the Governor direct
the Department of Management
Services to initiate rulemaking to
amend Rule 60A-1.005. FAC. to
include investor owned water and
wastewater utilifies as an eligible user.
For example, a sub-section (3) could be
added: “(3) Anyv Public Service
Commission or County certificated
investor-owned water or wastewater
utility located and physically operating
in Florida. (Staff given flexability to
ensure that nonprofits are included in
this recommendation if they are not
already eligible.)

YES

YES

YES

YES

YES

YES

YES

YES

YES

YES YES YES

1.2/3(modified) The Committee
recommends that a working group be
established to facilitate shared
purchasing by government-owned and
large investor-owned water and
wastewater utilities. and contract
SEeIVICe companies servicing water and
wastewater utilities.

No Vote Taken on this issue on November 28, 2012

1.4(new) Develop a statewide online
exchange/listing of available new
and/or used equipment and supplies
through the Florida Rural Water
Association (FRWA) website

YES

YES

YES

YES

EXC

YES

YES

YES

YES

YES

YES YES YES

Issue 2: The availability of low interest loans to

a small, privatelv-owned water or wastewater utility.

2.1(modified) Expand the size
restriction for investor-owned water
utilities under the SRF loan program to
include Class “A™ utilities.. All Class
“C7 and most Class “B” water utilities
regulated by the PSC are currently
eligible for the SEF loan program.

YES

YES

YES

YES

YES

YES

YES

YES

YES

YES YES YES
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Issue

Keith
Burge

John
Frame

Patrick
Flynn

Gary Scarlet Keith Donna Bobby Jack Ray Michael Falph Tim
Fries Frisina Goodman Gregory Lue Marnanoe Pilon Smallndge Terrero Thompson

Gary
Williams

2.2(modified) Since it appears that it
may not be cost effective for a utility to
use the SEF program for a loan of less
that £75.,000 due to the costs involved
in prepanng the required
documentation and studies, no
legislative change in the minimmm
amount of the drinking water SEF loan
is recommended. However, there will
be a recommendation for DEP to
review its processes to determine if the
loan process can be streamlined.

YES

YES

YES

YES EXC YES YES YES YES EXC YES YES YES

YES

2.3(modified) The Commnuftee should
suggest that the Legislature add the
following  lanpuage to  Section
367.081(4)(b), Florida Statutes:

The approved rates of any utility shall
be automatically increased. without
hearing. and upon verified notice to the
commussion 45 days pnor  to
implementation of the increase that the
utility has mewrred a loan service fee
associated with an approved loan from
the State Revolving Fund established

pursuant to Section 403.8532 Florida
Statutes. The new rates shall reflect the

amount of the loan service fee.

In addition. the Committee should
suggest that the Legislature direct the
PSC to amend Rule 25-30.425, Florida
Administrative Code, which details the
filing and noticing requirements for
pass through rate adjustments. to
include the filing requirements
associated with the pass through of the
loan service fee.

No vote taken at November 28, 2012 meeting; item deferred until December 5. 2012.

2.6a(modified) The Commuittee should
recommend that the Legislatare adopt a
Memorial, which is a resolution to
Congress to encourage certain action be
taken The Memoral would encourage
the passage of pending legislation to

YES

YES

YES

YES EXC YES YES YES YES EXC YES YES YES

YES
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Keith John Patrick Gary Scarlet Eeith Donna Bobby Jack Ray Michael Ralph Tim Gary

Issue Burge Frame Flynn Fries Frizina Goodman Gregory Lus Mariano Pilon Smallndge Terrero Thoempson Williams

eliminate the volume cap on PABs for
water and wastewater facilities. If this
option is approved by the members,
staff will prepare a draft Memorial
consistent with the information and
argument contained in the attached
documents. The draft Memorial will be
contained in the Final Report. In
addition, the Commuittee should
recommend that the Governor
encourage Florida’s congressional
delegation to support federal
legislation to relax the restriction on
tax-exempt PABs for water and
wastewater infrastructure.

1.6b{modified) The Committee should
recommend that the Legislature direct
the Division of Bond Finance within
the State Board of Administration to
review the allocation of PABs in
Florida with the specific purpose of
determining how much is currently
allocated to water and wastewater
projects. how much of the allocation
amounts are unused and reallocated,
and whether an additional amount of
the initial allocation or reallocation of
PABs should be targeted for water and
wastewater infrastructure projects.

YES YES YES YES EXC YES YES YES YES EXC YES YES YES YES

2.7(modified) The Committee should
recommend that the Legislature issue a
Memorial to Congress to encourage
amendment to the Federal Water
Pollution Control Act to allow investor-
owned wastewater utilities to be
eligible for funding. In addition. the YES YES YES YES EXC YES YES YES YES EXC YES YES YES YES
Committes could recommend that the
Governor encourage Florida's
congressional delegation to support
legislation that would allow investor-
owned wastewater utilities access to
this finding mechanism.
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Keith
Burge

John
Frame

Patrick
Flynn

Gary

Fries

Scarlet
Frizina

Keith

Goodman

Donna
Gregory

Bobby
Lue

Jack
Marano

Ray
Pilon

Michael
Smallndge

Ralph
Terrero

Tim
Thoempson

Gary
Williams

Issue 3: Any tax incentives or exemptions, temporary or' permanent, which are available to a small water or wastewarter utiliry.

Ad valorem exemption Recommend
proposed amendment to the Florida
Constitution for ad valorem tax
exemption for real property dedicated
to the provision of potable water by
member-owned nonprofit or investor-
owned community water system
pursuant to section 403.852(3). Florida
Statutes, and to a member-owned
nonprofit or investor-owned
COmIMINity wastewater system.

(also includes proposed statutory

language for property tax exemption)

No vote taken at November 28, 2012 meeting; item deferred until December 5. 2012.

Sales tax exemprtion Recommend
proposed constifutional amendment for
sales tax exemption for investor owned
sewer and/or water company owned or
operated by a Florida corporation and
eligible for staff assistance in changing
rates and charges pursuant to s.
367.0814(1). are exempt from the tax
imposed by this chapter if the sole or
primary function of the corporation is
to construct. maintain, or operate a
water of sewer systenL

No vote taken at November 28, 2012 meeting; item deferred until December 5. 2012.

Issue 4: the impact on customer rates if

a utility

urchases an existing water or wastewater utility system.

Motion to reconsider the vote by
which ISSUE 4, item 8 passed at the
November 1, 2012 Study Committee
meeting. ISSUE 4. Item 8 was a vote
for “no change™ to the issue of “impact
on rates of utility purchase of existing
water or wastewater utility systems.
Motion failed 8-4.

NO

NO

NO

YES

NO

NO

YES

YES

YES

NO

Issue 5: The impact on customer rates of a utility providing

service through the use of a rese

ller.

5.1(modified) In order to encourage
conservation of water. the Committee
should suggest the following addition
to the list of PSC-exempt entities
contained in Section 367.022. Florida
Statutes, as follows:

YES

YES

YES

YES

YES

YES

YES

NO

NO

YES

YES
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Issue

Keith
Burge

John
Frame

Patrick
Flynn

Fries

Scarlet
Frisina

Keith
Goodman

Donna
Gregory

Bobby
Lue

Jack
Mariano

Ray
Pilon

Michael
Smallndge

Ralph
Terrero

Thompson

Gary
Williams

(9 Anvy person who resells water
service to individually sub-metered
residents or tenants of property owned
by that person at a price that does not
exceed the actual purchase price of the
water plus the actual cost of meter
reading and billing not to exceed 9
percent.

Issue 6: The creation of a reserve fund to malke low-cost funding accessible to investor-owned water and wastewater

uriliries for addressin,

critical infrastructure needs.

6.1(modified) Recommend that the
Legislature direct PSC rulemaking to
permit the establishment of an
infrastructure repair and replacement
reserve account for individual water
and/or wastewater utilities, fiunded by a
portion of the utility’s rates.
Rulemaking should address the
condition(s) under which a reserve
account would be approved. the
magnitude of the account for each
utility. options for securing the account,
the criteria for allowing PSC staff
authornization of account withdrawals,
and other administrative details. Staff
directed to develop statutory language
to permit the PSC to establish a reserve
fund account for investor-owned water
and wastewater utilities and to conduct
rulemaking to establish the criteria
under which a reserve fund account
would be approved and the conditions
under which moneys could be
withdrawn from the reserve fund
account.

YES

YES

YES

YES

YES

YES

YES

NO

YES

YES

YES

6.2(modified) Seek legislative
authority to levy an incremental
assessment on each water and
wastewater connection each month
through the monthly bill for a period of
one year either as a per thousand gallon
assessment or as a flat monthly
assessment. The assessment should be

No vote taken at November 28, 2012 meeting.
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Issue

Keith
Burge

John
Frame

Patrick
Flynn

Fries

Scarlet
Frisina

Keith
Goodman

Donna
Gregory

Bobby
Lue

Jack
Mariane

Ray
Pilon

Michael
Smallndge

Ralph
Terrero

Tim
Thompson

Gary
Williams

designed to establish a $20M fund over
a period of 5 years at which time
collections would cease. The fund
would be administered by DEP and
stmuctured as a revolving fund to
provide low cost loans to eligible
utilities. DEP and the PSC should work
cooperatively to establish miles for the
administration of the fund in
accordance with guidance provided by
the Study Committee on Investor-
Owned Water & Wastewater Utility
Systems. In establishing rules, the DEP
should limit the availability of loans fo
small investor-owned utilities eligible
for staff assistance pursuant to s.
367.0814(1). F.5. Rules relating to
loan application and eligibility criteria
consider the expense and level of
sophistication of small investor-owned
water and wastewater utilities. In
addition. in the DEP shall consider
establishing repayment terms that more
closely match regulatory treatment of
utility assets. inchuding the impact of
used and useful considerations and
utility related depreciation schedules.

6.3(new) Vote taken on motion to
WITHDR AW this recommendation
passed 11-1. Seeklesislative changete

YES

YES

YES

YES

YES

YES

NO

YES

YES

YES

YES

YES
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MEETING MINUTES
December 5, 2012, Field Meeting
Eustis, Florida

Chatrman Julie Brown called the second field meeting of the Study Committee on
Investor-Owned Water and Wastewater Utility Systems (Committee) to order at 6:00 p.m.
All Commuttee members were present except Representative Pilon. who was previously
excused.

Chatrman Brown noted that this was the second of two legslatively required field
meetings of the Committee, which are intended to gather public input from customers
recently affected by increases in water or wastewater rates. Afier member introductions,
the Chair opened the floor to public conumnent. Two members of the public spoke.

Mr. Roger Sperling of Leesburg expressed concemns on the rate setting process,
including rate case expense issues. Mr Sperling suggested that rate case expenses be
reduced for unjustified rate filings, and further that a penalty be imposed for poor filings.

Mr. George Auger of Leesburg also expressed comcemns regarding rate case
expense. He believes 1t 15 abusive for customers to pay utilities’ expenses in raising
customer water rates. with no benefits to customers. Mr. Auger presented some ideas on
reforming the Public Service Commission’s treatment of rate case expense. including
write-offs of previously incurred rate case expenses and a splitting between the utility and
customers.

No other customers wished to address the Committes, and after stating that further

comments could be sent in by U5, Mail, electronic mail, or fax, the field meeting was
adjourned at 6:30 p.m.
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i &>, Study Committee on Investor-Owned Water and Wastewater Utility Systems
P f'_ MEETING MINUTES
December 5. 2012, Regular Committee Meeting

Eustis, Flornida

Chairman Julie Brown called the meeting of the Study Committee on Investor-
Owned Water and Wastewater Utility Systems (Conunittee) to order at 6:30 pm.  All
members were present except for Representative Ray Pilon. who was previously excused
from the meeting. Affer motion and a second, the minutes of the November 28, 2012
meeting were approved.

Staff distributed a revised discussion document for Issues 2 and 3. deferred from
the November 28, 2012 meeting. Staff also distributed a document'table ranking the
member’s addifional 1ssues by priority.

DISCUSSION OF STATUTOEY EECOMMENDATIONS

The Study Committee continued its discussions of the statutory issues identified in
the Committee’s enabling legislation. 5taff revised possible recommendations based on
discussions at previous meetings, including the November 28, 2012 meeting.

The Committee held extensive discussion on staff' s revised language for Issue 2,
Option 3 (a pass through provision to recover the SREF loan service onigination fee). After
extensive discussion. this Issue was tabled, with direction to staff to continue to revise the
langunage according fo the Committee’s discussion. The Chair indicated this matter will be
addressed at the December 19, 2012 conference call.

The Committee also discussed proposed language relating to Issue 3, Option 1 (the
extension of sales, property, and ad valorem tax exemptions available to government
owned ufilities to I0Us). After discussion, a Motion was made to recommend both
exemptions as drafted by staff and distributed in the discussion document. The motion was
seconded, and passed 10-3, with Members Frisina, Lue, and Mariano voting nay.

DISCUSSION OF MEMBER SUGGESTED ADDITTONAL ISSUES

Following the discussion of the statutorily required issues, the members discussed
additional 1ssues for the Committee to consider. Mr. Kelly stated that his office had
submitted 3 1ssues for the Commifttee’s consideration. which had previously been
circulated to the members. In addition, staff provided a table with addifional issues
proposed by Members ranked according to votes as to prienty. Mr. Williams made the
Motion that the Committee should consider the Office of Public Counsel’s 3 issues, as well
as the top three member proposed 1ssues as indicated in the ranking table.
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After extensive discussions, Mr. Flynn made a Motion that the Committee
recommend the Legislature direct the Department of Environmental Protection to inifiate
mulemaking to identify and address the dispanty between current primary and secondary
water standards and customer’s perceptions of the quality of the product. After Mr. Kelly
indicated concern, Mr. Flvnn withdrew the Motion until after Mr. Eelly's proposed quality
of service issue 15 discussed by the Committee. Mr. Smallridge objected to Mr. Eellv's
request that the motion be withdrawn.

Mr. William’s Motion was re-addressed. and after a second. the Motion that the
Committee consider the three issues proposed by the Office of Public Counsel and the top
three member suggested issues (as idenfified in the table) passed vnanimously.

ITTUEE MEETINGS

Chairman Brown announced that the Study Committee would next meet through a
conference call on December 19, 2012 at 11:00 a.m. The chair announced the limited
purpose of this meeting would be to conclude Issue 2 and consider staff s revised language
for Issue 6 (regarding uftility reserve funds and deferred from the November 28, 2012
meeting). The Chair also indicated possible additional live meefings in Tallahassee on
Tuesday, January &, 2013 at 1:00 pm. and Friday, January 25, 2013, Chairman Brown
further announced that additional calls or meetings may be scheduled for the last week of
Jaouary, 2013.

After invitation, no members of the public wished to address the Committee.

The meeting adjourned at 8:30 p.m.
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Study Committee on Investor-Owned
Water & Wastewater Utility Systems
Ranking by Members — Additional Issues Matrix

Issue Burge | Frame | Flyvon Fries Frisina | Goodman | Gregory Lue Mariano Pilon Smallridge | Terrero | Thompson | Williams

Review of PSC policy and
procedures: a) Lower cost rate
proceedmgs, b) Annual report
requirements and review process
(usefulness). ¢) Additional pass-
through items.

Ways to increase efficiencies 4 3
Using technology to improve
regulatory process

Sending environmental
compliance reports to customers
Streamline consumptive use
permitting process.

Performance bond for new
utilities

Use of metrics 1n rate increases
Examine abandonment process.
PSC used and vseful rule

PSC depreciation rule

Periodic financial &
environmental evaluations of 11 3 11 4 4
systems.

Change Rule 25-30.350 for
backbilling from 12 to 6 months
Quality of Service — reasonable
secondary water standards

PSC Customer Deposit
procedure
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Issue Priority 1 Priority 2 Priority 3 Priority 4 P-_l?m?'l :L'ote.s Total votes
rority L. 23 | prioritv1,2,34

Review of PSC policy and procedures: a) Lower cost rate
proceedings. b) Annual report requirements and review 5 2 3 0 10 10
process (usefulness), c) Additional pass-through items.
Ways to increase efficiencies 0 2 3 1 5 6
Using technology to improve regulatory process 1 1 0 2 2 4
Sending environmental compliance reports to customers 0 0 0 0 0 0
Streamline consumptive use permitiing process. 1 0 2 0 3 3
Performance bond for new utilities 0 1 0 1 1 2
Use of metrics in rate increases 1 1 0 0 2 2
Examine abandonment process. 0 0 1 0 1 1
PSC used and useful rule 2 2 0 2 4 1
PSC depreciation rule 0 2 1 1 3 4
Periodic financial & environmental evaluations of 0 0 1 5 1 3
Systems. B

12/4/2012
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#, Study Conumttee on Investor-Owned Water and Wastewater Utility Systems
: MEETING MINUTES
December 5, 2012, Field Meeting

New Port Richey, Florida

Chamman Jube Brown called the first field meetme of the Study Commttes on
Imestor-Ovwned Water and Wastewater Utilty Systens (Conunttes) to order at 900 am
All Conmmittee members were present except Representatve Plon who was previosly
excused.

Clhamman Brown noted that this was the first of two kegshinely requred field
meetmgs of the Commmttee, wlich are miended to gather public mput fom customers
recently affected by mcreases m water or wastewater rates. Affer meniber nfroductions,
the Char opened the floor to public comment Twentyv-one memibers of the public spoke.

Mr. Vilei a resident of Palm Terrace, stated that all the customers were present
becamwse of Aqua Mr Villkei stated that smee 2004, water qualiy was down to an
unacceptable rating bt rates were vup. Mr Villed stated that the customers want Aqua out,
and for Pasco to take over the Jasnmme Lakes and Palm Terrace neighborhoods.

Mr. Todd stated that property values were gomg down dve fo Aqua and wanted to
see changes mmde. Mr Todd stated that poliic;ns were not domg good job; fived mcome
follks were bbsmg ground; rates keep gomg wp; and that s taxes were lower than his water
rates. Mr. Todd asked for a tax abatement for the devalmation of his property.

Ms. Linda Witkopp. a Jasnine Lakes resident. produced a sample of black water
drawn fom ber tap. which she presented to the conmmtee. Ms Witkopp mdicated she
had fhis black water on Thanksgnng and that her howseguests will mot shower due to
smell and color.  She stated her water bill was hisher than her cabk and electnic bills. She
stated she had no bhck water prior to Aqua takie fhe system over. and that property
vabies were way below wiat residents paid 27 vears ago.

Ms. Tami Clak. Palm Terrace, stated that the water smelled and caused her son
to have skin ssues due to water. She stated she hadn't recetved a bill m s months.  She

stated she confacted the PSC with a complmt, and the PSC confacted Aqua tut the
Company did not respond.

Ms. Jovee Drabenstot of Jasnmne Lakes stated that prior to Aqua. Jasnene Lakes
had county water which was very good. Aqua 5 now m Jasmne Lakes, and the ressdents
get bod water notices with prior dates. She stated her bill & akways goes up. She stated
rates are too high and to plase ket Pasco County take over the subdmsion’s ufilities.

Mr. Bruce Adrian &5 a honeowner for over 16 years m Jasmime Lakes. Mr Adran
was concerned that Aqua does s own festmg and gves dself passmg grades. He states
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that the water & enough to nmke vou vomit Jasmne Lakes payvs pearly 3 ties Pasco
County rates and cownty water &5 great  He stated he has recened notice of possble cancer
or kudney fihwe due to the water, and that no ope drmks & He feels the water & a public
safety wspe. Mr. Adman & ako concerned that the fire Inwdrants have not been pamfed m
vears, and fhat Aqua does not mspect the sewers. He wged the Conmuitee to develop
reasonable sobmons fo s problem and for Pasco County to do somethng fo get county
water fo Jasmme Lakes. He thanked Conmussioner Marono for his belp.

Mr. Michael Pacon. a resident of Palm Coast Gardens, stated that water was $22
when be moved m. and 5 now $100 for less wse. He &5 a retwed phmber. and beleves
Aqua does only patchwork repars. He stated Aqua does not do proper mamtenance and
has rude customer serice. He stated that repams are often debved for days, Aqua’s water
rates are faking jobs away fom Pasco County, and that residents have had no rases for 5
vears whik Aqua has had 3 rate mereases m that time  He ako stated that Agqua’s
customer service was very bad.

Ms. Carol Talaga has lved m the Palm Terrace subdmision smee 1983, and the
water was good wril Acqua fook over. She stated she grves bottled water to her cat, and
that the tap water smelk bke roften eggs.  She stated she got sck from drmkmg a soall bit
of fap water m the mudde of molt. and had 3 days of dysemery. She stated she can't
afford any more mcreases, and the neighborhood i fill of empty homes. She uses kss
than 1000 gallons per month and has a $75-80 per month bill

Mr. Janes Foster resides m Jasmene Lakes, and he has gone to the health
department to have his water tested. He provided several discobred sanples of water, and
states the water smells and boks ke wine He reports that the hishest mortality rate m
Fonda 5 m Pasco comnty. with heart dsease. cancer. and respmatory ssues. He bhmes
Aqua’s water. He ako asked for mfbrmation regardmg the Flonida Government Tltilies
Authorty (FGUA). He stated that the PSC has rased mtes when water & not drmkable.
the PSC & mmommg owr sswes, and wondered what the PSC does when sanples are
provided?

Mr. Joln Abem of Zeplnr Shores nmde a comparson of Pasco Cowmnfy vs. Agqua,
mainly with regards to service. He stated that seasomal residents pay a $54/month base
facility charge with no usage. He supports Pasco takmg over the water system

Ms. Fema Ahern of Zeplnr Shores states she 5 the one that cals with problens
regarding odor and color. She wondered what happens when a probkm occwrs and Agqua
can't reach the residents or when equipment fils and there are no residents (due to
seasomality) to call Aqua and report the equpment fuhwes. (Ms. Abemn states that the
residents have to call Aqua when equpnent abmes go off Aqua doesn't nondor the
abme.) She reporfed an mcident where a sewer hfft station faled. Ms. Abemn reports that
the Agua service man says Aqua does no nmmienance on the equipment, only repams. and
wants Pasco Cowmty or the FGUA
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Ms. Erica Milligan = a Utiliies, Inc. custoner of the Summeriree systeny she was
not comphmmg about Acqua. bt rather abowt Utilities Inc.  She states she has the second
hichest rates m the cownty, and whik she does not have a smell problem some neighbors
do. She sfates she has some discoloration buf the water & not black. She states there & a
hich mst confent @ water, and her water bills are very high She states that Utilifies Inc. is
wastmg a bt of water. and that Aqua & not the only problem m county. She reports the
Colony Lake neishborhood has Pasco rates which are about half of Sunmertree’'s.

Mr. Gurantes of Jasmme Lakes reports the same &sues as other speakers, and has
resided m Jasmme Lakes smce 1996, He stated the peiwghborhood was his dream
retrement, which & now a mghtnwre dve to Aqua. He stated Jasnme Lakes & starimg to
ook lke the ghetto be Ived m as a kud, and wanfs fo be nd of Aqua fo save Jasnme Lakes.

Mr. Bob Yates of the Plaswe Ishnds subdivision m Hudson stated he had a
different problem. He synpathred wih Aqua customers, b stated s neishborhood
suffers flom a poor sewer mstallation by Hudson which = now Ni Utdiies He =
concerned about fhe poor mstalbtion of the sewer Ines and that as a result. the roads all
have depressions where sewer mams were mstalled He bebeves the sewer compamy
should pay for repaving the roads, which are filling apart.

Mr. Dave Bussey of Zeplnahile spoke abowt “water predators.”™ He stated that
Aqua bouglt high cost systens no one elke wanfed. The rates are hich nwny folks spoke
m Tallzhassee, it the PSC could not solve the problens, because they are wmwillng and
mable. He heped foomd FLOWFbnda to develop kgshtion with Speaker of the House
Weatherford and State Semator Haves. He stated the kegmshtre was overwhelmed so they
created the Study Conmuttee.  He bebeves kegshfion smular fo that miroduced st vear
has aleady been mnplkmented i New Jersey and can be done i Florida. He & concemed
that the Study Conmuttee don't seem to be domg what the ongomal legshition miended,
which i to provide protection fom water predators.

Mr. Paul Statam of Zeplyr Shores beleves both private and public wtilies should
be subject to same standards and enforcement He suggests that kegishtion should require
the same standards. He stated the PSC 5 not accountabke to the pubbc and & wsmg a
different set of mules. PS5C menbers are polical appomiees, it all members and staff
should be vetted for qumiifications. He ako had questions regardng oversight of wiilies,
and what do state agencies do to msure good serice? He beleves there should be a
gystem of fines for wiihities fo force comphance and remedy wiolations.

Mr. Fobert Provost of Pam Temace thanked Conmmssioner Mariano,
Representatives Fasano and Legz  He stated when be was served by Florda Water & was
ok, the rates were a liftle hisher than other systems. Affer Aqua, problens started and rates
went up. He has seen only limted svprovements. such as a new meter and new trucks. He
stated the neishborhood = over 30% empty, with many residents kaving because the price
of water & too hich He ako mdicated there are momy widows m the neishborhood who
need assistance with hioh bilk.
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Mr. Pat Brophy, a resident of Jasmine Lakes. stated that he had spent over §2.000
on a water onmer and reverse osmoss fiter He brought s RO fiter and the filter fiom
hes wel for the menibers to examine. The RO fiter 5 now black, he stated that & was
origmally white.  The well filter appeared smular. The RO filter was about one vear old,
whik the well fiter was repwoved that moming He stated that his water now has odors
and bad taste  Mr Broply was concemmed that the wiilty's trhabmethanes reports
exceeded regulatory lmuts.

Ms. Am Marme Fyan 5 a spokesperson for the Summerree subdision which =
served by Utiiies Inc. She wged the Commitee fo thmk ot of the box and find a way to
fix the problem  She stated custoners can't choose the best way to get water, and the
residents need safe, clkan water and more belp.  She believes water quality standards are

too low, and that when customers complm of color, taste, and odors, the PSC sayvs 1t is not
a probkm the PSC can address.

Ms. Roseamme Bricht a resident of Pasco Country, was concerned abowut who owns
the FGUA and what & the source of ther fimdms? She was also concemed that the FGUA

or ifs fimding was related to the Unted Nations, Agenda 21.

Mr. Bussev spoke a second tme, regardmg the FGUJA. He mdicated they are a
fimdmg organtmtion and use bonds to finance the purchase of systens.  He beleves
FGUA would wvield better quality and service m the short term and lower rafes m the long
term

Ms. Talaga spoke for a second tmne; she mdicated that ber son requires regular
dermmtology exans due to the water.

Mr. Adran spoke for a second tmne; he stated that of Aqua supples water that
effects health # 15 a pubke safefy issue that has to be addressed.

Mr. Foster spoke for a second fme; he stated that there 15 a bad sewer gas snell at
night that bums eves. He would lke Pasco County fo iy Aqua ot

No ofher customers wished fo address the Comnites, and after statmg that firther

comments could be sent m by US. Mail electromc nmil or fic the field meetmg was
adjourned at 1130 am
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TELECONFERENCE MINUTES
December 19, 2012

Chaimman Julie Brown called the meeting of the Study Committee on Investor-
Owmned Water and Wastewater Utility Systems (Study Committee) to order at 11:00 am
via teleconference WebEx. A voting quomum of members was present via telephone. The
following members were excused from the meeting: Mr. John Frame, Mr. Van Hoofnagle,
Representative Ray Pilon, and Mr. Tim Thompson. Commussion Scarlet Frisina and Mr.
Michael Smallridge were absent. Chainman Brown briefly reacquainted the members with
the WebEx conference call system.

DISCUSSION OF STATUTORY RECOMMENDATIONS

Chairman Brown announced that the purpose of the teleconference was to discuss
and vote on several carryover issues from the previous business meeting on December 5,
2012, A discussion document for the meeting was previously provided to members of the
Study Committee and was posted on the Commiftee’s website at
hitp:/flonidawaterstudy.com.  Attachment “A” outlines the issues discussed and the votes
taken duning the teleconference.

IUTURE MEETINGS

Chairman Brown announced that the next meeting of the Study Committes is
Tuesday, January 8, 2013, in Tallahassee in the Internal Affairs Conference Room of the
Public Service Commission. This meeting room is located at the Betty Easley Conference
Center, 4075 Esplanade Way, Tallahassee, Florida.

At the January 8, 2013 meeting, the Study Committee will consider the proposals
offered by the Office of Public Counsel {OPC), including possible statutory changes. The
Study Commuttee will also consider Issue 2 (pass through of loan service fees) on which a
final vote has not yet been taken.

Subsequent fo the January 8. 2013 meeting, a meeting has been fentatively
scheduled for Friday, January 25, 2013. A teleconference call may be scheduled for the
last week of Jamuary 2013,

PUBLIC COMMENT

None

Chairman Brown adjoumed the meeting at approximately 12:10 p.m.
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Issue

Keith
Burge

John
Frame

Patrick
Flynn

Gary

Fries

Scarlet
Frisina

Keith
Goodman

Donna
Gregory

Bobby

Lue

Jack
Marniano

Ray
Pilon

Michael
Smallridge

Ralph Tim Gary
Terrero Thempson Williams

Issue 2: The availability of low interest loans to

a small, pri

vately-own

ied water o

" wastewater utility.

NOTE: Voted on concept: staff will
work on revisions to language.

1.3 (modified) Modified Option 3:
The Commuittee should suggest that
the Legislature add the following
language to Section 367.081(4)b).
Florida Statutes:

The approved rates of any utility shall
be automatically increased. without
hearing. and upon verified notice to
the comumission 45 days prior to
implementation of the increase that
the wtility has incurred a loan service
fee or loan origination fee associated
with an approved loan related to new
of upgraded utility facilities. The new
rates shall reflect the amount of the
loan service fee or loan omigination
fee and shall be in effect for one vear.

In addition. the Committes should
suggest that the Legislature direct the
PSC to amend Rule 25-30.425,
Florida Administrative Code, which
details the filing and noticing
requirements for pass through rate
adjustments. to include the filing
requirements associated with the pass
through of the loan service fee.

YES

YES

YES

Did Not
Vote

YES

YES

YES

YES

Did Not
Vote

YES EXC YES

Issue 6: The creation of a reserve fund to make low-cost funding accessible to investor-owned water and wastewater

uriliries for addressin,

critical infrastructure needs.

6.1 (modified) Recommend PSC
rulemaking to permit the
establishment of an infrastructure
repair and replacement reserve
account for individual water and/or

YES

EXC

YES

YES

Did not
vote

YES

YES

YES

YES

EXC

Did not
vote

YES EXC YES
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Keith John Patnck Gary Scarlet Keith Donna Bobby Jack Ray Michael Ralph Tim Gary

Issue Burge Frame Flynn Fries Frisina Goodman Gregory Lue Mariano Pilon Smallridge Terrero Thompson Williams

wastewater utilities that would be
funded by a portion of the utility’s
rates. The PSC rulemaking should
address the conditions under which a
reserve account would be approved,
the magnitude of the account for each
utility, options for securing the
account, the criteria for allowing PSC
staff authorization of account
withdrawals. and any other necessary
administrative details.
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Study Commuittee on Investor-Owned Water and Wastewater Utility Systems

AMEETING MINUTES
January 8. 2013, Tallahassee Florida

Chairman Julie Brown called the meeting of the Study Committee on Investor-
Ovwmned Water and Wastewater Utility Systems (Study Committee) to order at 1:00 pm. A
quorum of voting members and non-voting members was present. The following members
were previously excused from the meeting: Mr. Patrick Flynn and Representative Ray
Pilon.

Staff distributed two documents to the Smdy Committee members. The first
document contained additional comments from a citizen who spoke at the Eustis public
hearing. The citizen requested that the commmumication be distributed fo the Study
Committee members. The second document was an email from Mr. Patrick Flyon, Study
Committee member. Mr. Flyon indicated that due to a prior conflict, he was unable to
attend the meeting and he respectfully requested that the Study Committee not take a vote
on Issues 7. 8, and 9, proposed by the Office of Public Counsel (OPC) that were to be
discussed at the meeting  Chairman Brown mdicated that it was not her desire to vote on
Issues 7. 8, and @ These issues were for “discussion purposes” on the agenda. A vote will
be considered at a future meeting.

The minutes from the December 19, 2012 teleconference meefing of the Study
Committee were approved as subnutted.

DISCUSSION OF RECOMMENDATIONS

The first issue that the Study Committes addressed was a discussion and vote for
Issue 2, Option 3 relating to the availability of low interest loans fo a small. privately
owned water or wastewater utility. Option 3 would recommend an addition pass-throngh
provision for wtilities to recover loan service or orgination fees. 5Staff provided an
overview of the option and affer discussion the “modified” recommendation for Issue 2.
Option 3 was approved. The voting document, containing the approved language, follows
this document as Attachment 1.

Following are the issues proposed by the Office of Public Counsel (OPC). The
Study Committee took no action on these recommendations other than discussion:

Issue 7: Interim Rates

Option 1. The OPC proposed that the Study Committee recommend a change to
the PSC’s authority to award interim rate increases in water and wastewater rate cases
processed pursuant to section 367.081, Flonida Statutes. The OPC proposes that the PSC
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not authorize the award of interim rates unfil all deficiencies mn the wfility’'s rate case
minimum filing requirements (MFEs) are comrected.  This proposal would require
amendments to section 367082, Flonda Statutes fo prohibit the award of interim rates
prior to the utility curing all MFR deficiencies and the establishment of an official date of
filing.

Issue 8: Rate Case Expense

Option 1. As a general mile, the Commission should not award rate case expenses
for attomney or consultant fees in staff assisted rate cases (SARCs). However, if in the
course of processing a SARC, the Commission staff require the assistance of an outside
consultant, the reasonable cost of the consultant’s services should be recoverable from
ratepayers as rate case expense.

Option 2. In a proceeding under section 367.081, F. 5., (“file and suspend” rate
case) or section 367.081, F. 5. (staff assisted rate case), the revenue requirement approved
by the Commission should only include the four-vear amorfization of the rate case expense
in the instant case. Any unamortized rate case expense associated with an earlier rate case
filing should be discontinwed. This linutation should not apply to rate case expense
associated with limited proceedings, filed pursuant to section 367.0822, F 5.

Option 3. In no event should an award of rate case expense exceed the total rate
increase approved by the Commission (not including any rate case expense) i a “file and
suspend” rate case filed pursuant to section 367081, F.5.

Issue 9: Quality of Service

Option 1. The OPC proposed statutory changes to address quality of service with
regard to secondary quality standards at the time of a rate case proceeding. The
Department of Environmental Protection (DEP) establishes secondary water and
wastewater quality standards. The OPC proposal would set forth factors that nmst be
considered by the PSC in determining whether the utility meets the secondary standards
established by DEP. The proposal would also set forth a process to enforce compliance
with DEP standards, including penalties and fines.

Option 2. (Committee staff proposal) Commuittee staff noted that DEP’s policy
regarding the enforcement of secondary standards is to require comrective action if there are
significant customer complaints. However, it is unclear how DEP defines a “significant™
number of complaints. Commiftee staff suggested a coordinating commiftee of
representatives  from DEP, PSC, OPC., Water Management Districts, and local
governments to track complaints by customers of investor-owned water and wastewater
utilities related fo secondary quality standards. The coordinating committee would
regularly meet to discuss complaints and to decide what, if any. corrective action may be
appropriate.
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FUTURE MEETINGS

Chairman Brown announced that the Study Committee would next meet on January
25, 2013, in Tampa at a location to be determined. Mr. Lue agreed he would check the
availability of a suitable meefing room at the Water Management District offices in either
Tampa or Brooksville. Staff will provide further information once Mr. Lue determines if a
room is available. The meeting will begin at 2:00 am.

Chairman Brown told the members that at the January 25, 2013, meeting, we will
review policies and procedures of the Public Service Commission for potential proposals
aimed at increasing efficiencies, will discuss the “used and useful” mle, and will continue
discussion of the OPC proposals (and hopefully a vote).

The Study Committee will also meet, via teleconference. January 31, 2013 in
Tallahassee, beginning at 10:00 am. and pofentially on Febmary 7, 2013, to approve the

final report.

Mr. Smallridge indicated his desire that the Study Commuittee find time to discuss
“member 1ssues” and Chairman Brown indicated that, as time permits, that discussion will
OCCUL.

PUBLIC COMMENT

= Mr. John Williams, Director of Governmental Affairs, Utilities, Inc.
»  Mr Brian Armstrong. Nabors, Giblin, & Nickerson, P A | Tallahassee

The meeting adjourned at 4:50 p.m.
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Issue 2: The availability of low interest loans to

a small, pri

vately-own

ied water o

- wastewater utility.

1.3 (modified) Modified Option 3:
Section 367.081(4)(b). F.S.. should be
amended to add the following:

The approved rates of any utility shall
be automatically increased. without
hearing, and upon verified notice to
the conumission 45 days priof to
implementation of the increase that
the utility has incurred a loan service
fee or loan origination fee associated
with for a loan related to an eligible
project as determined by the
conmussion. The commission shall
conduct rulemaking to determine
eligible projects which shall be
limited to projects associated with
new infrastructure or improvements
of existing infrastructure needed to
achieve or maintain compliance with
federal. of state. and local
governmental miles and regulations
relating to the provision of water or
wastewater service for existing
customers. Eligible projects may not
include projects primarily intended fo
serve future growth.

YES

YES

EXC

YES

YES

YES

YES

YES

YES

YES

YES YES YES

The PSC should be directed to
conduct mlemaking as follows:

The Legislature should direct the PSC
to amend Rule 25-30.425, Florida
Administrative Code. to determine
eligible projects for which the loan
service or origination fee is
associated. Such eligible projects
should be consistent with the
proposed statutory language and
should include. but not limited to,
projects which will: (1) facilitate
compliance with federal, es state, and

local governmental primary or
secondary drinking water regulations

YES

YES

EXC

YES

YES

YES

YES

YES

YES

YES

YES YES YES
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or wastewater treatment regulations;
(2) address federal. or state, and local
governmental primary or secondary
health standards that have been
exceeded or to prevent future
violations of such standards; (3)
replace or upgrade aging water and.'or
wastewater infrastructure if needed to
achieve or mainfain compliance with
federal. f state. and local
governmental primary or secondary
regulations. and (4) be consistent with
the utility’s most recent long range
plan on file with the PSC. In addition,
the PSC milemaking should determine
the filing requirements associated
with the application for a pass through
of the loan service or origination fee.
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Study Committee on Investor-Owned Water & Wastewater Utility Systems
MEETING MINUTES
Jammary 25, 2013, Tampa Florida

Chairman Julie Brown called the meeting of the Study Comnuitee on Investor-
Owned Water and Wastewater Utility Systems (Study Committee) to order at 2:00 am.
The meeting convened in the Board room of the Tampa office of the Southwest Flonda
Water Management District. A quorum of voting and non-voting members was present.
Fepresentative Fay Pilon was excused from the meeting for a prior commitment. The
minutes of the January &, 2013, were approved.

The purpose of the meeting was to review and consider two discussion documents.
Both documents were previously distmbuted to members and were publicly available on
the Study Commuttes’s website. The first document contamed proposals and suggested
lanpuage submitted by the Office of Public Counsel (OPC) (as modified by staff after
discussion with OPC staff). The second document contamed proposals and suggested
language regarding 1ssues the Study Committee previously agreed to research and review.
Individual issues identified in each document, including the recorded votes, are included as
Attachments 1 and 2.

Durnmg the Study Committee’s discussion, members identified additional options
for discussion and voting After a short hmch break, staff distributed these issues
(ﬁttachnent?}furdismﬁionandvuﬁngpmpmandnhmﬁndthese additional options
under Issue 12, “Review of PSC Policies and Procedures”. This document summarizes
additional issues identified by the Stody Comnuttee dunng the meetmg. A matrix of these
five additional issues, including the recorded wotes, 1s included as Attachment 3.

FUTURE MEETINGS

Chairman Brown announced that the next meeting of the Study Committee 1= a
teleconference call via WebEx technology, on January 31, 2013, begimming at 10:00 am.
The purpose of this meeting is for additional discussion and a vote on Issue 12, Option 6
relating to possible legislative recommendations regarding specific items eligible for pass-
through rate increases. Staff will develop proposed statutory langnage for consideration at
the January 31, 2013 meeting.

The Study Committee will hold its last meeting, also a teleconference call via
WebEx technology, on February 7, 2013. The sole purpose of this meeting is to discuss
and approve the final draft report. Chairman Brown indicated her desire to send a draft of
the final report to the Study Committee members on February 4, 2013.

Chairman Brown fielded questions from members regarding the mclusion in the
final draft report of “dissenting comments™ from Stody Committee members. The Study
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Committee members did not reach a consensus to include “dissenting comments™ in the
final draft report. Commissioner Mariano asked about further discussion regarding issues
submitted by members, specifically a legislative proposal that he had previously submitted
to the Smdy Committee. Chairman Brown responded that, with time constraints regarding
the required February 15, 2013 submission date for the report. the Study Committee would
not have time to consider additional issues.

PUBLIC COMMENT

= Mr Michael Larkin a customer of Utilities, Inc., 6032 Presidential Circle, Zephyrhills
Florida 33540.

The meeting adjourned at 3:30 p.m.
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Issue 7: Interim Rates

Issue 7. Option 1:
Section 367.082(2)(a). F.S.
should be amended to read:

(2)(a) In a proceeding for an interim
increase in rates, the commission shall
authorize. within 60 days of the flins
forsuchrelief official date of filing.
the collection of rates sufficient to
carn the mininmm of the range of rate
of return calculated in accordance
with subparagraph (5)(b)2. The
difference between the interim rates
and the previously authorized rates
shall be collected under bond, escrow.
letter of credit, or corporate
undertaking subject to refund with
interest at a rate ordered by the
CONMUINISSION.

DID NOT PASS: YES—6NO- 7

YES

NO

YES

YES

YES

YES

NO

YES

EXC

NO

NO

Issue §: Rate Case Expense

Issue 8, Option 1:
Section 367.0814(3). F.5.,

is amended to read:

(3) The provisions of s. 367.081(1),
(2)a), asd (3) and (7) shall apply in
determining the utility’s rates and
charges.. except. the commission shall
not award rate case expense for
attorney or other outside consultant
fees engaged for the purpose of
preparation or filing the case ifa
utility receives staff assistance in
changing rates and charges pursuant
to this section unless the Office of
Public Counsel or interested parties
have intervened. The commission
may award rate case expense for
attorney or other outside consultant
fees. when those fees are incurred for

YES

NO

YES

YES

YES

YES

YES

YES

EXC

NO

NO
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the purpose of providing consulting or
legal services to the ufility after the
initial staff report is made available to
customers and the utility. In the event
of a protest or an appeal by a party
other than the utilitv. the commission
may award rate case expense to the
utility for attorney or other outside
consultant fees for costs incurred

subsequent to the protest or appeal.
The commission shall adopt rules to
implement this subsection.
PASSED: YES-T7.NO-6

Issue 8. Option 2 (modified):
Section 367.0816, F.S.
shall be amended to read:

-Recovery of rate case expenses —
(1) The amount of rate case expense
determined by the commission to be
reasonable pursuant to s. 367.081 the

sate shall be apportioned for recovery
through the ufility’s rates over a
period of 4 years. At the conclusion
of the recovery period, the rate of the
public utility shall be reduced
immediately by the amount of case
expense previously mncluded in rates.

(2) A utility mav recover the 4-vear
amortized rate case expense for only
one rate case at a time. In the event
the conumission approves and a utility
implements a rate change froma
subsequent rate case pursuant to this
section. the utility forfeits any

unamortized rate case expense from a
priof rate case. The unamortized

portion of rate case expense for a
prior case must be removed from rates

NO

YES

NO

YES

YES

YES

YES

YES

YES

NO

NO NO NO
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before the implementation of any
additional amortized rate case
expense for the most recent rate
proceeding. This limitation shall not
apply to the recovery of rate case
expense for a limited proceeding filed
pursuant to Section 367.0822. F.S.
PASSED: YES-7,NO-6

Issue 8. Option 3:

Section 367.081(7), F.5.
shall be amended to read:

(7) The commission shall determine
the reasonableness of rate case
expenses and shall disallow all rate
case expenses determined to be
unreasonable. No rate case expense
determined to be unreasonable shall
be paid by a consumer. In
determining the reasonable level of
rate case expense the commission
shall consider the extent to which a
utility has utilized or failed to utilize
the provisions of paragraph (4)b) and
such other criteria as it may establish
by rule. The commission shall not
award rate case expense which
exceeds the total rate increase
approved by the commission. not
including any rate case expense. in a

rate case filed pursuant to this section
PASSED: YES-T7,NO-6.

YES

NO

YES

YES

YES

YES

YES

YES

NO NO NO

Issue 8§, Option 4a:
Section 367.0816, F.5.

shall be amended to read:

Fecovery of rate case expenses — (1)
The Fiftv percent of the amount of
rate case expense determined by the
commission to be reasonable pursuant
to 5. 367.081 the provisionsofthis

publicutilitiessate shall be

apportioned for recovery over a

YES

NO

NO

YES

NO

YES

NO

YES

NO NO NO
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period of 4 years. At the conclusion
of the recovery period. the rate of the
public utility shall be reduced
immediately by the amount of rate
case expense previously included in
rates. The commission shall initiate
rulemaking to implement this
subsection.

FATLED: YES—4,NO-9

Issue 8§, Option 4b:
Section 367.0816, F.5.

shall be amended to read:

Recovery of rate case expenses — (1)
The A percentage not less than
twenty-five percent and not greater
than seventy-five percent of the
amount of rate case expense
determined by the commission fo be
reasonable pursuant to 5. 367.081 the

rate shall be apportioned for recovery
over a period of 4 years. At the
conclusion of the recovery period. the
rate of the public utility shall be
reduced immediately by the amount
of rate case expense previously
included in rates. The commission
shall initiate mlemaking to implement
this subsection, including
development of a methodology for
determination of the appropriate
percentage of rate case expense to be
recovered.

FATLED: YES—5,NO-8§

NO

NO

YES

YES

YES

YES

NO

YES

NO NO NO

Issue 9: Quality of Service

Issue 9, Option 1:
Paragraphs 3.4, 5. 6, and 7. are added
to Section 367.081(2)(a). F.S. to read:

3. In determining the wvalue and
quality of water service provided bv a

No Vote Taken: Adopted Option 1 (modified)
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utility the commission shall consider
the extent to which the utilitv meets
secondary water quality standards
established by the Florida Department
of Environmental Protection and local
government tegarding  those that
contribute to the taste. odor. color or
corrosiveness of the water In making
this determination the commission
shall consider the extent to which the
customers can use the water to drink.
cook. bathe and wash clothes and
whether the water damages the
customer’'s  water lines. plumbing
fixtures or appliances.

4. In determining whether a utility
has satisfied its obligation to provide

water service to its customers which
meets  secondary  water  quality
standards. the commission shall
consider:

a. testimony and evidence provided
by customers and the utility: and

b. the results of past tests recuired
by the Florida Department of
Environmental Protection or County
Health Departments which measure
the wutility’s compliance with the
applicable secondary water quality
standards which relate to the issues of
taste. odor. color or comosiveness:
and

c. if the conumission deems it
necessary. any updated tests.

5. In determining the wvalue and
quality of wastewater service
provided by a utility the commission
shall consider the extent to which the
utility provides wastewater service to
its costomers which does not cause
odor. noise. aerosol drft. or lighting,

which adverselv affects customers by
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unreasonably interfering with their
enjovment of life or property.
including outdoor recreation.

6. In determining whether a ufilitv is
providing wastewater service which
does not unreasonably interfere with
the customer’s enjovment of life or
property. the commission shall
consider:

a. testimony provided by customers:
and

b. all of the complaints filed with the

Florida Department of Environmental
Protection or County Health

Departments for the past 5 wears
regarding the alleged odor. noise.
aerosol drift or lighting problem: and

c. all of the complaints filed with the
commussion for the past 5 vears
regarding the alleged odor. noise,
aerosol drift or lighting problem.

7. If the commuission determines that
a utility has failed to provide water
service which meets the Florida

Department of Envitonmental
Protection’s secondary water quality
standards regarding taste. odor. color
Of cofrosiveness. or a utility provides
wastewater service which

unreasonably interferes with
customer’s enjoyment of life or
property regarding odor. noise,
aerosol drift or lighting. the utility
shall be required to provide estimates
of the costs and benefits of various
solutions to the problems. The utility
shall be required to meet with its
customers to discuss the costs and
benefits of the various solutions and
report the conclusions of these
meetings to the commission. The
commission shall adopt rules to assess
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and enforce as necessary the utility’s
compliance with this section. The
rules shall prescribe penalties.
including fines and reduction of
return on equity of up to 100 basis
points. for a utility’s failure to offer
possible solutions to the problem(s) or
if the utility fails to adecquately
address the water or wastewater
problems.

Issue 9. Option 1 (modified)

Paragraphs 3. 4. 5. 6. and 7, are added
to Section 367.081(2)(a). F.S. to read:
3. In determining the walue and
quality of water service provided by a
utility the commission shall consider
the extent to which the utility meets
secondary water quality standards
established by the Flonida Department
of Envirommental Protection and local
government regarding those that
contribute to the taste. odor. color or
corrosiveness of the water. Is-malsns
Sstonzers can e the water to donlc
whether the water damaces the
4. In determining whether a utility
has satisfied its obligation to provide
water service to its customers which
meets  secondary water quality
standards. the comumission shall
consider:
a. testimony and evidence provided
by customers and the utility: asd
b. the results of past tests required
by the Florida Department of
Environmental Protection or County

YES

NO

YES

YES

YES

YES

YES

YES

EXC

NO NO NO

357




Study Commuttee on Water and Wastewater Utility Systems

Meeting Minutes, January 25 2013
Page 10

APPENDIX VII

Document 11

Page 10 of 18

Issue

Keith
Burge

John

Frame

Patnck
Flynn

Fres

Scarlet
Frisina

Eeith
Goodman

Donna
Gregory

Bobby

Lue

Jack
Manano

Ray
Pilon

Michael
Smallridge

Ralph
Terrero

Tim
Thempson

Gary
Wilhams

Health Departments which measure
the utilitv’s compliance with the

applicable secondary water quality

standards which relate to the issues of
taste. odor. color or comosiveness:

Tconplajms filed by the customers

with the commission. the Department
of Environmental Protection. and
local government. for the past five
vears regarding the taste. odor. color
or corrosiveness of the water; and
d._if the comwmission deems it
necessary. the results of any updated
tests.
5. In determining the value and
quality  of  wastewater  service
provided by a utility the commnussion
shall consider the extent to which the
utility provides wastewater service to
its customers which does not cause
odor, noise, aerosol drift. or lighting,
which adversely affects customers by
enjevment £ life £ —propertr
6. In determining whether a utility is
providing wastewater service which

property does not cause odor. noise.
aerosol drift. or lighting. which
adversely affects customers. the
commmission shall consider:

a. testimony and evidence provided
by customers and the utility: and

b. all of the complaints filed with the
Florida Department of Environmental
Protection. of County  Health
Departments and local government
for the past 5 vears regarding the
alleged odor. noise aerosol drift or
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lighting blem: and

c. all of the complaints filed with the
commission for the past 5 wears
regarding the alleged odor. noise.
aerosol drift or lighting problem.

7. If the commission determines that
a utility has failed to provide water
service which meets the Florida
Department of Environmental
Protection’s and local government’s
secondary water guality standards
regarding taste. odor, color or
corrosiveness, or a utility provides
wastewater service which

uareasonably-snterferes with
> - 15
property regarding does not cause

odor. noise. aerosol drift or lighting
which adversely affects customers.
the utility shall be required to provide
estimates of the costs and benefits of
various solutions to the problems. The
utility shall be required to meet with
its customers to discuss the costs and
benefits of the various solutions and
report the conclusions of these
meetings to the commission. The
commission shall adopt miles to assess
and enforce as necessary the utility’s
compliance with this section. The
rules shall prescribe penalties.
including fines and reduction of
return on equity of up to 100 basis
points. for a utility’s failure to offer
possible solutions to the problem(s) or
if the utility fails to adequately
address the water or wastewater
problems.

PASSED: YES-—T7.NO-6

Issue 9, Option 2 (Staff Proposal)
Update the MOU to include a
mechanism to ensure that both

NO

YES

NO

YES

YES

YES

YES

YES

YES

EXC

NO

NO YES YES
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agencies are aware of the customer
complaints that each receives relating
to possible violations of secondary
standards. The Committee should
encourage the DEP and PSC to update
the MOU between the agencies to
define a mechanism for each agency
to share with the other. any customer
complaints it receives on secondary
quality standards._

PASSED: YES -0, NO-4
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ISSUE

Issue 10: PSC Used and Useful Rule

Issue 10, Option 1:

Recommend that the PSC investigate
and. if it determines necessary,
initiate rulemaking to amend its
existing Used and Useful rules or
propose additional rules. The
Commission’s investigation should
consider the issues discussed and the
recommendations made by the
Committee. as well as input from
affected stakeholders.

NO RECOMMENDATION

Consensus (voice vote) to make no recommendation regarding this issue.

Issue 11: Using technology to improve the efficiency of services provided by the PSC

Issue 11, Option 1:

Recommend the PSC investigate the
implementation of a fully electronic,
interactive online filing and review
process for water and wastewater
regulatory activities. The
investigation shall address PSC YES YES YES YES YES YES YES YES YES EXC YES YES YES YES
functions that would be suitable for
electronic processing, the technical
feasibility of implementation. and the
costs and resources necessary to
implement such a process.

PASSED: YES-13, NO-0

Issue 12: Review of PSC Policies and Procedures

Issue 12, Option 1:

Recommend that the PSC investigate
the implementation of measures to
increase communication and
education with Class “C” utilities.
including increased use of email YES YES YES YES YES YES YES YES YES EXC YES YES YES YES
communication, video training. use of
the WebEx technology. and increased
utilization of the PSC website.
PASSED: YES-13,NO-0
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Issue 12, Option 2:

Reconmumend that the PSC investigate
measures fo encourage of require
communication between utilities and
customers outside of PSC
proceedings. The Committee also
recommends that the PSC inifiate
mulemaking to require investor-owned YES YES YES
water and wastewater ufilities to
conduct meetings with its customers
at least anmually to provide the status
of the utility’s operations_ need for
projected improvements. and
customer comments.

PASSED: YES-13,NO-0

YES

YES

YES

YES

YES

YES

YES

YES

YES

YES

Issue 12, Option 3:

Recommend that the PSC investigate
the feasibility and usefulness of
developing a database of metrics for
use by its staff in evaluating utility
operations and in streamlining rate
case review. Include MFR
requirements. The Committee also
recommends that the PSC investigate
and, if appropriate. establish standards
and benchmarks for the evaluation of
customer service standards provided
by water and wastewater utilities.
PASSED: YES-13, NO-0

YES YES YES

YES

YES

YES

YES

YES

YES

YES

YES

YES

YES

Issue 12, Option 4:
Recommend that the PSC explore the

feasibility and usefulness of requiring
long range plans from the water and
wastewater utilities. The PSC should
consider that the planning document
include, at a mininmim_ a description YES YES YES
of anticipated growth in customers or
other change in demand and how the
utility plans to meet that demand; a
description of all anticipated
infrastructure improvements or
additions. including restoration and

YES

YES

YES

YES

YES

YES

YES

YES

YES

YES
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upgrading of facilities and equipment.
as necessary; and improvements
needed to gain or maintain
compliance with DEP and other water
and wastewater standards

PASSED: YES — 13, NO - 0.

Issue 12, Option 5:

Recommend that the PSC investigate
the need for revisions to the Class “C™
anmual report. specifically considering
whether to add a requirement for a
plamming document and a metrics
reporting schedule.

PASSED: YES —13, NO-0

YES

YES

YES

YES

YES

YES

YES

YES

YES

EXC

YES

YES YES YES

Issue 12, Option 6 (conceptual):
Propose draft legislative changes to
Section 367.081(4)b). F.S.. to
include specific additional items
eligible for pass through rate
increases. Staff will develop
proposed statutory language for
approval at the January 31. 2013
conference call.

PASSED: YES —13, NO-10

YES

YES

YES

YES

YES

YES

YES

EXC

YES

YES YES YES
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Additional Issues Identified — January 25, 2013

Rate Reduction Notice

The Committee recommends that the PSC revise ifs rate case noticing procedures to inform
customers on ifs initial nofice that rate case expense will be removed after four years and provide
the rate comparizon that appears in the final rate case order. Notice will continue to be provided
at the time of the actual reduction.

Eeturn on Rate Case Fxpense

Section 367.0816. Florida Statutes — Recovery of Rate Case Expense

The amount of rate case expense determined by the commission pursuant to the provisions of
this chapter to be recovered through a public utilities rate shall be apportioned for recovery over
a period of 4 years. At the conclusion of the recovery period. the rate of the public utility shall be
reduced immediately by the amount of rate case expense previously included in rates. Rate case
expense shall not be included in a utility’s working capital.

Annual Customer Meetings
The Committee recommends that the PSC initiate rulemaking to require investor-owned water

and wastewater utilities fo conduct meetings with 1ts customers at least annually. During this
anmual meeting the utility should, at a minimum, provide the status of the uhility’s operations,
explain the need for projected improvements, and consider customer comments.

Customer Service Standards

The Committee recommends that the PSC investigate and, if appropriate. establish standards and
benchmarks for the evaluation of the customer service provided by water and wastewater
utilities.

Consumer Confidence Reports

The Committee recommends that the PSC require all water and wastewater utilities to include a
customer response form with the annual consumer confidence report. The utility shall allow 30
days for customer responses, and shall provide copies of all responses received to the DEP and
P5SC no more than 30 days thereafter.
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Additional Issues Idenrified at the Jax

mary 25, 2

013 Study «

Committee

Meering

Rate Reduce Notices:

The Committee recommends that the
PSC revise ifs rate case noticing
procedures to inform customers on its
initial notice that rate case expense
will be removed after four years and
provide the rate comparison that
appears in the final rate case order.
Motice will contimie to be provided at
the time of the actal reduction
PASSED: YES—13. NO -0

YES

YES

YES

YES

YES

YES

YES

YES

YES

EXC

YES YES YES

YES

Rate Case Expense:

Section 367.0816. Florida Statutes —
Recovery of Rate Case Expense

The amount of rate case expense
determined by the commission
pursuant to the provisions of this
chapter to be recovered through a
public utilities rate shall be
apportioned for recovery over a
period of 4 years. At the conclusion of
the recovery period, the rate of the
public utility shall be reduced
immediately by the amount of rate
case expense previously included in
rates. Rate case expense shall not be
included in a wtility’s working capital
FAILED: YES—6.NO -7

NO

YES

NO

YES

YES

YES

YES

NO

YES

EXC

NO NO NO

NO

Annual Customel Meetings:

The Committee recommends that the
PSC initiate rulemaking to require
investor-owned water and wastewater
utilities fo conduct meetings with its
customers at least annually. During
this annmual meeting the utility should.
at a mininmm_ provide the status of
the utility’s operations. explain the
need for projected improvements. and
consider customer comments.

Did not take individual vote on this 1ssue. This recommendation rolled mto Issue 12, Option 2.
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Customer Service Standards:

The Comimittee recommends that the
PSC investigate and, if appropriate,
establish standards and benchmarks
for the evaluation of the customer
service provided by water and
wastewater utilities.

Did not take individual vote on this issue. This recommendation rolled into Issue 12, Option 3.

Consumer Confidence Report:

The Commuittee recommends that the
PSC require all water and wastewater
ufilities to include a customer
response form with the anmial
consumer confidence report. The
ufility shall allow 30 days for
customer responses, and shall provide
copies of all responses received to the
DEP and PSC no more than 30 days
thereafter.

No wote taken on this issue.
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Study Commuttee on Investor-Owned Water & Wastewater Utility Systems
MEETING MINUTES
January 31, 2013, via teleconference call

Chairman Julie Brown called the meeting of the Study Committee on Investor-
Owmned Water and Wastewater Utility Systems (Study Committee) to order at 10:00 am.
via teleconference call Chairman Brown announced that Senator Alan Hays had just been
appointed by the President of the Senate as the Senate’s designee on the Study Committee.
A gquorum of voting and non-voting members was present. Representative Eay Pilon was
excused from the meeting for a prior commitment. The mimites of the Jamary 25, 2013,
meeting were deferred until the February 7, 2013 Study Commuittes meeting.

The purpose of the meeting was to discuss and consider recommendations for
Public Service Commission (P5C) Policies and Procedures relating to pass-through rate
increases currently detailed in section 367.081(4)(b), Florida Statutes. The discussion
document was previously distributed to members and was publicly available on the Study
Committee’s website. A summary of the Study Committee’s recommendations. including
voting results, follows this document as Attachment 1.

IUTURE MEETINGS

Chairman Brown announced that the next meeting of the Study Committee is a
teleconference call via WebEx technology, on February 7, 2013 beginning at 10:00 am.
This next meeting will be the Study Committes’s final meeting and the sole purpose of the
meeting is to discuss and approve the final report.

PUBLIC COMMENT

= None

Chairman Brown adjourned the meeting at 11:25am.
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Pass-Through Expenses

Option 6 (modified):
Amend Section 367.081(4)(b) to enumerate

specific expense items eligible for expedited
recovery via a pass-through rate adjustment.

Section 367.081(4)(b). Florida Statutes, is
amended to read as follows:

1. The approved rates of any utility shall be
automatically increased or decreased. without
hearing. upon verified notice to the comumission
45 days prior to implementation of the increase
or decrease. that its costs for anv expense item
specified below have changed. The new rates
authorized shall reflect. onm an amortized basis.
the cost of or the amount of change in the cost
of. the specific expense item The new rates.
however. shall not reflect the costs of anw
specific expense items alreadv included in a
utility’s rates. The following specified expense
items shall be eligible for automatic increase or
decrease of a utility’s rates:

a. the rates charged by a governmental
authority or other water or wastewater utility
regulated by the comumission which provides
utility service to the utility:

b. the rates or fees that the wtility is
charged for electric power:

c. the amount of ad valorem taxes
assessed against the utility’s used and wusefil
propertv:

d. the fees charged by the Department
of Environmental Protection in connection with
the National Pollutant Discharge Elimination
System Program:

. the regulatory assessment fees
imposed upon the utility by the comnmssion:

f. costs incurred for water quality or
wastewater quality testing required by the
Department of Environmental Protection or a
local governmental authority:

g the fees charged for wastewater

sludge hauling and disposal;

No vote taken on this recommendation. Refer to Issue 12, Option 6b
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Issue

h a loan service fee or loan
origination fee for a loan related to an eligible
project associated with new infrastructure or
improvements of existing infrastructure needed
to achieve or maintain compliance with federal
state. and local governmental rules and
regulations relating to the provision of water or
wastewater service for existing customers:

i costs  incurred for  any  tank
inspections required by the Department of
Environmental Protection or a local
governmental authority:

j. operator and distribution svstem
license fees required by the Department of
Environmental Protection or a local
governmental authority:

k. water of wastewater operating
pemmit fees charged by the Department of
Environmental Protection:

1. consumptive use  permit  fees
charged by a Water Management District:
m costs associated with odor

abatement as required by the Department of
Environmental Protection or a local
governmental authority;

n costs associated with risk
management plans required by the Department
of Environmental Protection or a local
governmental authority:

0. costs for the installation of
automatic flushing walves for dead end water
distribution lines required by the Department of
Environmental Protection or a local
governmental authority:

D costs of freatment chemicals
required by the federal Safe Drinking Water Act,
federal Clean Water Act. or the Department of
Environmental Protection:

q. costs of staffing reguired bv the
Department of Environmental Protection related
to capacity development;

1. _costs associated with annual audits.
annual reports. anmual customer meetings. or
other expenses required by commission rule;
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5. costs  associated with the

preparation and delivery of the annual Consumer

Confidence Report as required by the
Department of Environmental Protection;

t. costs associated with monitoring or
laboratory equipment necessary to comply with
operating procedures required by the Department
of FEnvironmental Profection or a local
governmental authority;

u costs  associated with system
mapping as required by the Department of
Environmental Protection: or

V. fate case expense pursuant to
Section 367.0816. Florida Statutes.

2. A utility may not use this procedure to
increase or decrease ifs rates as a result of any
increase or decrease in any specific expense item
identified above. which cost increase or decrease
took place more than 12 months before the filing
by the utility.

3. The provisions of this subsection do not
prevent a utility from seeking a change in rates
pursuant to the provisions of subsection (2).
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Option 7: Amend Section 367.081(4)(b) to
delegate authority to the Public Service
Commission to establish, by rule, expense
items eligible for expedited recovery via a
pass-through rate adjustment.

Section 367.081(4)(b), Flonda Statutes, is
amended to read as follows:

1. In order to allow timely recovery of expenses
bevond the whlity’s control the Commuission
shall establish. by mile specific expense items
for which the approved rates of any utility shall
be automatically increased or decreased. without
hearing. upon verified notice to the conumission
45 days prior to implementation of the increase
or decrease. that its costs for such specified items
have been changed The new rates authorized
shall reflect. on an amortized or annual basis. as
appropriate. the cost of or the amount of change
in the cost of the specific expense item.  The
new rates. however. shall not reflect the costs of -
any specific expense items already included in a Did - ) ) . . ) ) .

utilitv's rates, not NO YES | YES NO YES NO NO YES NO EXC YES YES ABS YES
2. A utility may not use this procedure to
increase or decrease ifs rates as a result of any
increase of decrease in specific expense items.
which cost increase or decrease took place more
than 12 months before the filing by the utility.

3. The provisions of this subsection do not
prevent a utility from seeking a change in rates
pursuant to the provisions of subsection (2).

vote
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prevent a-utility from seeking a change in rates
PASSED: YES—7.NO-5 '

Option 8 (staff proposal):

Amend Section 367.081(4)b) fto enumerate
specific expense items eligible for expedited
recovery via a pass-through rate adjustment. as
well as delegate awthority to the Public Service
Commission to conduct rulemaking to add
additional expense items eligible for pass-
through rate adjustments.

Section 367.081(4)(b). Flonda Statutes, is
amended to read as follows:

1. The approved rates of anv ufilitv shall be
automafically increased or decreased. without
hearing. upon verified notice to the commission
45 days prior to implementation of the increase
or decrease. that its costs for any specified
expense item have changed. The new rates
authorized shall reflect. on an amortized basis.
the cost of or the amount of change in the cost
of. the specific expense item The new rates.
howewver. shall not reflect the costs of anv
specific expense items already included in a
utility’s rates.  Specified expense items eligible
for automatic increase or decrease of a utility’s
rates shall include. but are not limited to:

a. the rates charged by a governmental
authority or other water or wastewater utility
regulated by the commission which provides
utility service to the utility:

b. the rates or fees that the utilifv is
charged for electric power:

c. the amount of ad walorem taxes
assessed against the utility’s used and wseful
property:

d.the fees charged by the Department
of Environmental Protection in connection with
the National Pollutant Discharge Elimination
System Program:

YES

YES

YES

NO

Did not
vote

NO

NO

NO

YES

YES

YES
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e the repulatorv assessment fees
imposed upon the utility by the commission:

f costs incurred for water quality or
wastewater qualitv  testing  required by the
Department of Environmental Protection.

g the fees charped for wastewater
sludge disposal;

h a loan service fee or loan
origination fee associated with a loan related to
an__ eligible project  associated with new
infrastructure  or improvements of existing
infrastructure needed to achieve or maintain
comphiance with federal. state. and local
governmental rules and regulations relating to
the provision of water or wastewater service for
existing customers:

i costs incurred for any fank
inspections required by the Department of
Environmental Protection or a local
governmental authority;

j. operator and distribution license
fees required by  the Department of
Environmental Protection or a local
governmental authority:

k. wafer or wastewater operating
ermit fees charged by the artment of
Environmental Protection or a local
governmental authority:

1. consumptive or water use permit
fees charged by a Water Management District:

2. The commission mav establish. by mile
additional specific expense items in addition to
those identified above. To be eligible. any such
additional expense items nmst be imposed upon
the utility bv a local. state. or federal law. le.
order or notice. and mwst be outside of the
control of the utility.

3. A uvfilitvy may not use this procedure to
increase or decrease ifs rates as a result of any
increase or decrease in anv  specific expense
item. which cost increase or decrease took place
more than 12 months before the filing by the
utility.

4. The provisions of this subsection do not
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prevent a utility from seeking a change in rates
pursuant to the provisions of subsection (2).

The anproved mates of ans- utilite which receive
bl - - - e -
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Issue

procedure to increase its sates as 2 result of yater
mare than 12 months before the filing by th

FAILED: YES-6,NO -6

Option 8a: (recommendation during meeting
— modified Option 8):

Section 367.081(4)(b), Florida Statutes, is
amended to read as follows:

1. The approved rates of anv ufility shall be
automafically increased or decreased. without
hearing. upon verified notice to the commission
45 days prior to implementation of the increase
or decrease. that its costs for anv specified
expense item have changed. The new rates
authorized shall reflect. on an amortized basis,
the cost of or the amount of change in the cost Did Did not
of. the specific expense itemn The new rates. not NO YES YES NO YES YES EXC NO YES EXC YES YES ) YES
howewver. shall not reflect the costs of anv | wvote vote
specific expense items already included in a
utility’s rates.  Specified expense items eligible
for automatic increase or decrease of a utility’s
rates shall include. but are not limited to:

a. the rates charged by a governmental
authority or other water or wastewater ufility
regulated by the commission which provides
utility service to the utility:

b. the rates or fees that the utility is

charged for electric power:
c. the amount of ad valorem tawes
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assessed against the utility’'s used and wseful
property;

d.the fees charged by the Department
of Environmental Protection in connection with
the National Pollutant Discharge Elimination
Swstem Program:

e the repulatorv assessment fees
imposed upon the utility by the commission:

f. costs incurred for water quality or
wastewater quality  testing  required by the
Department of Environmental Protection.

g the fees charped for wastewater

sludge disposal;
h

a loan service fee or loan
origination fee associated with a loan related to
an eligible project associated with new
infrastructure  or improvements of existing
infrastructure needed to achieve orf maintain
compliance with federal. state. and local
governmental miles and regulations relating to
the provision of water or wastewater service for
existing customers:

i costs incurred for any tfank
inspections required by the Department of
Environmental Protection or a local
governmental authority:

j. operator and distribution license
fees required by the Department of
Environmental Protection or a local
governmental authority;

k. wafer or wastewater operating
permit fees chargped by the Department of
Environmental Protection or a local
governmental authority:

1. consumptive or water use permit

fees charged by a Water Management District:
PASSED: YES -8, NO-3
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