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PROCEEDI NGS

CHAI RMVAN GRAHAM  Ckay. Comm ssioners, we are
on I[tem No. 6, | believe.

MR. SM TH.  Good norning, Conm ssioners. |'m
Lee Smth with Comm ssion staff.

Item6 is staff's revised recomendati on,
addressing Country Wal k's application for a
staff-assisted rate case. The utility is a Cass C
utility that serves approxi mately 72 water
custoners in H ghlands County. The utility's |ast
SARC was in 2001. An oral -- an oral nodification
was approved in this case. It was distributed to
each of your offices.

M. Rendell is here representing the utility.
Ms. Ponder is here representing OPC. Staff is
prepared to answer any questions you nay have.

CHAl RVAN GRAHAM M. Rendell, I'"mgoing to go
with OPC first because that allows for you to
respond to anything they have to say, if that's
okay with you.

Ms. Ponder.

M5. PONDER: Good norni ng, Comm ssioners.
Virginia Ponder for the Ofice of Public Counsel.
Wth me is Marshall WIIis.

We are here only to support the anended
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1 recommendati on. And we appreciate staff -- to say

2 that we appreciate staff nmaking the correction in
3 the anortization of the acquisition adjustnent.
4 So, that's all. Thank you.
5 CHAI RMVAN GRAHAM  Okay. M. Rendel | .
6 MR, RENDELL: Troy Rendell on behal f of
7 Country Walk. 1'mhere to support staff's anmended
8 recommendati on. Country WAl k was a success story
9 that we worked with both DEP and the custoners to
10 bring about a resolution to an issue that existed
11 prior to when we purchased it.
12 We wor ked very close with DEP who now is --
13 agrees that we are in full conpliance. And that
14 was one of the reasons | put in the support from
15 DEP to have their -- anmended for satisfactory.
16 CHAI RMAN GRAHAM  Okay. Comm ssioners, who
17 wants to start and where? O I'll entertain a
18 notion to approve staff recomendati on.
19 Conmmi ssi oner Pol mann.
20 COW SSI ONER POLMANN: M. Chairman, | woul d
21 support the item and nove staff recomrendati on.
22 CHAl RMAN GRAHAM  On al |l issues?
23 COMM SSI ONER POLMANN:  On all issues. Thank
24 you, M. Chairnan.
25 CHAI RMVAN GRAHAM  It's been noved and
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seconded.

Conmm ssi oner Brown?

COMM SSI ONER BROMWN:  Well, I'ma little
surprised that there got -- was a notion al ready
because there are a few issues in this docket that
were a little perplexing to ne and | wanted to kind
of walk through with the utility first.

CHAl RMAN GRAHAM  Ckay.

COMM SSI ONER BROMWN: Regardi ng the extensive
anount of conplaints over the last five years, it
does appear that the utility is engaged wth the
custoners. It's a very small system

Do you think that the inplenentation of the
wat er - aerati on system has elimnated those types of
conpl aints?

MR. RENDELL: Yes. W actually -- 1've
personally went down there and net with the
custoners. They said it's the best water they've
had. There was sone issue with sone greenness,
tinting, that was brought up during the custoner
neeting. W went back down there, exam ned,

di scovered it was the issue wth the water softener
within the house. W worked with DEP to bring the
pH down, so it's |l ess corrosive.

But fromall the custoners that we spoke wth,
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you know, the HOA -- they said it's the best water
t hey' ve had.

COW SSI ONER BROWN: Ckay. That's good to
hear .

Let's tal k about, under |Issue 3, you have a --
actually, this is a question for -- for staff, on
the year-end rate base, when was the last tine that
t he Conm ssion used year-end rate base for a
Class Cutility? Using it, obviously, increased
the year-end rate base to 147-percent increase.
l["mjust --

MR SMTH  Correct, yes. | -- 1| can't say
for sure the exact last tine it was used, but not
using it in this case would not allow the conpany
to recover half of the -- basically half of the --
the enforced draft systemthat was installed, which
was $136,000. You put it in -- it was installed
during the test year as opposed to being a pro
forma item They had already installed it and got
It worKking.

So, if you were -- used an average rate base,
at the end of the year, you're basically cutting
that in half. And then there's no way to recover
the investnent in that. | -- | can't say for sure

whi ch exactly was the | ast docket that that was
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used in.

COW SSI ONER BROWN:  But you think that would
gqualify for unique circunstances in this instance.

MR SMTH:. Absolutely. As you can see, you
saw the 147-percent increase. | nean, it's -- it's
nost of their rate base right now, which you --
again, you're basically taking half of that out by
usi ng an average rate base.

COW SSI ONER BROWN:  Thank you. Just wanted
to have that discussion.

And then, noving on to -- back to the utility,
on Issue 6 -- this is the first tine we're seeing
the 2017 contract increases with U S. Water, taking
out the thousand ER- -- potential ERCs. And all of
the past cases with the U S. Water contract, the
argunent that staff nade -- that nmade it on parity
to a stand-al one systemwas the inclusion of having
t hose thousand ERCs.

['"'m-- | am confused why you are, all of a
sudden, taking that out because it did nake it nore
rational and pal atable for sone -- like, this one,
with 70 custoners -- | don't know if staff had an
opportunity to do a stand-al one anal ysis of those
costs, but | assune it would be burdensone on a

size of -- a custoner size based here.
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1 But -- can you tal k about that?

2 MR, RENDELL: Sure. The thousand ERCs -- that
3 was sonet hi ng that was done back in 2013. And
4 the -- the thought was and the goal was that we
5 we're going to continue to buy utilities and we're
6 going to get to that thousand dollar -- thousand
7 ERC | evel -- well, actually, it was |ike 10, 000.
8 We're close, but unfortunately, there's not many
9 utilities to buy that's left in the State of
10 Fl ori da.
11 The thousand ERCs only apply to the
12 adm ni strative portion, which is the accounti ng,
13 t he managenent, the custoner service -- those types
14 of itens. Wen we |ooked at revising the
15 contracts, which we just did recently, again --
16 COW SSI ONER BROMWN: By the way, that's
17 half -- but those costs are half of all of the
18 operating expenses for this system
19 MR. RENDELL: The portion of the admn, |
20 don't have in front of me, but the new contract of
21 20,000 includes the operator, the naintenance, the
22 I nsurance benefits, the transportation, all of the
23 testing that's required.
24 One of the things that we | ooked at is we went
25 froma sinple punp and chlorinate, which just had a
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punp and a well, to now we have -- we have to add
acid, we have to add caustic, we have high-service
punps, we have -- it's nuch nore conplicated. It
takes nore work to bring the pHlevels to the right
| evel to renove the sulfides and then to bring it
back up so that it causes |ess corros- --
corrosive-ity.

So, it was one of the things we did, in
| ooking at it, that we just don't believe the extra
t housand ERCs is attai nable.

COMM SSI ONER BROMWN:  And just | ooking at the
cost -- obviously, the pro forna expenses are a big
part of -- that's driving the rates up for this --
for this utility, but we have another item under
Item 10, the sister conpany, and the rates for this
systemis actually -- sane-sized utility, but it's
double the rates for your sister utility here,
ultimtely.

And -- do you have concern with that? Do you
al so have concern with the fact that not all of the
contracts that are in place are going to be
equally -- for the U S. Water contracts, are going
to be equal ? Because sone of them we've approved
had -- had included the thousand ERCs.

MR, RENDELL: Well, no, because we have j ust

Premier Reporting

(850)894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

recently went -- | just did a conplete audit of
every utility for the last two years to see if
we're covering costs. And we discovered that the
majority of these contracts are not covering costs.
They're still getting subsidies, so --

COMM SSI ONER BROMWN:  |'s that why you' ve
renoved t he thousand ERCs?

MR, RENDELL: That was not the reason. The
reason is that we were not going to be able to
attain that.

Now, what -- what | did recently, because |
just looked at all of themfor the last two years,
is, for the ones that the contracts would be very
hi gh, we would | ook at |owering the nargin or
i ncl udi ng the thousand because the rates would -- |
nmean, the inpact to custoners would just be too
hi gh.

We | ook at a per-ERC basis. W | ook at
conparable -- across the board for all of our
utilities to see if it's conparable. So, we don't
just go in and naeke revisions when we believe, you
know, it's necessary; that there are tinmes that it
needs revisions and we don't do them You know,
"Il be comng in for rate cases very soon for the

majority of ny utilities and a lot of the new
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1 contracts wll be in them
2 COW SSI ONER BROMWN:  That's why | wanted to
3 have this discussion as well.
4 Do you do an AWM conpari son when you | ook at
5 using U S. Water?
6 MR, RENDELL: Well, back when | started
7 | ooking at these utilities and bringing all the
8 support to staff and to the Comm ssion, that is one
9 of the elenents that is |ooked at, AWM, as well as
10 the FGOA, the Wechsl er conpari son.
11 And we still ook at that conparison and --
12 you know, that's some of the support that's in sone
13 of the sister utilities' dockets. And | would be
14 nore than happy to start supplying in all the other
15 dockets goi ng forward.
16 COMWM SSI ONER BROMWN:  So, that, to ne -- that
17 would just -- | nmean, here, | think that woul d be
18 very hel pful at |east --
19 MR RENDELL: Sure.
20 COMM SSI ONER BROMWN: -- to see in our
21 recommendati on to have that -- those types of
22 conpari sons so that those costs are still deened
23 reasonabl e when you | ook at that rather than
24 conparing it to the other sister conpanies, how
25 much they're -- it would be a nice conparison.
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MR, RENDELL: Sure. [|'ll make a note of that
for future SARCs.

COW SSI ONER BROMN:.  Appreci ate that.

Are you concerned with the rate structure and
the rates -- the fact that this is a major increase
for this utility?

MR, RENDELL: Well, going back to the
begi nni ng, when we | ooked at -- well, first was
going to purchase it -- this issue has been going
on, back when it was Holnes Utility, and DEP was
very involved then try- -- they -- they we were
I ssuing a consent order against the former owner,
to fine him to nmake himdo this.

| wasn't with the utility at that tinme, but
the -- the president went down, net with the
custoners and said, you know, this is the issue,
this is how nuch it's going to cost. And the
custoners, at the time said, no, we don't want it.

So, we went a year or two with no issues, but
with the high Ievels of chlorine to treat the
sul fides that caused an exceedance of the TTHMVs and
t he di sinfectant byproducts, which caused the DEP
to get involved -- we went down, nmet with the
custonmers wth DEP; explained to them you know,

what the costs woul d be, what the sol ution woul d
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be.

W also offered themoptions. W said, you
can pay for it and we would make no noney on it.
That's the only way utility owners nake noney is to
i nvest and get a return. You can pay a portion of
it. So, we gave them several options.

They went back to the board to discuss and
they actually asked DEP to -- to postpone any
enforcenent or any permtting to give themtine.
They canme back to us and said, okay, we want you to
nove forward. We kept theminvol ved throughout the
process. W had neetings with themto give thema
construction schedul e, what was goi ng on.

So, although it is a very high increase, they
know it's comng. They basically are willing to
pay nore if they've got better water. So, |I'm not
real concerned because they know and they expect
it.

And you know, this is like -- this has been a
success story that, you know, you get the custoners
I nvol ved, you get DEP involved fromthe begi nning
and tell themwhat the issues are, howto fix it
and how nmuch the inpact to their rates may be.

So, you know, | think, you know, this is a

good -- good one to | ook at as, you know,
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1 encouraging utility owmers to do the right thing,
2 I nstead of fighting. You know, that -- | worked
3 with Ms. Gervasi on one awhile back that refused to
4 do the right thing and fought DEP and fought OPC
5 and ended up in a hearing here, but it's just the
6 utility owner refused to do the right thing.
7 W net with the custoners and did the right
8 thing and fixed the problem
9 COW SSI ONER BROWN:  Thank you. | appreciate
10 you com ng up here today, too, and expl aining sone
11 of these issues to us and al so commend you for
12 buyi ng sonme of these systens that probably others
13 woul d not buy and -- and fixing them up.
14 So, thank you for all that.
15 CHAI RVAN GRAHAM  Conmi ssi oner Pol mann.
16 COW SSI ONER PCLMANN:  Thank you,
17 M. Chai r man.
18 | sinply want to express and acknow edge ny
19 express grat- -- gratitude -- I'msorry --
20 acknow edge Conm ssi oner Brown questions on this.
21 She, obviously, put in considerable effort here
22 delving into the details. And putting these issues
23 into the record was very inportant, going forward.
24 | made the notion at the begi nning because
25 I"'m-- I'"msatisfied that the utility has addressed
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all of the concerns. The water-quality issue, in
sone regard, was fairly straightforward in terns of
there being a relatively sinple con- -- concept,
but the solution was fairly conplex in ternms of
what M. Rendell has laid out.

But | think, as he said, in nmany cases,
historically, with other utilities has been
difficult to find a resolution, but | sinply want
to acknow edge Conm ssioner Brown's efforts to --
to engage the utility here and to really get into

the conplexity of the solution, in terns of working

with the custoners. So, I'Il -- I"ll just |eave it
at that.
So, thank you very nuch for -- for the

opportunity to speak.

CHAI RMVAN GRAHAM  Ckay. So, we have a notion
on the floor, staff recommendation on all issues
with the oral nodification. And it's been duly
seconded. Any further discussion?

Seei ng none, all in favor, say aye.

(Chorus of ayes.)

CHAI RMVAN GRAHAM  Any opposed?

By your action, you have approved the notion.

(Agenda item concl uded.)
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