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1 PROCEEDI NGS

2 MS5. SAPOZNI KOFF: It 1s 9:30 now, so we wll

3 go ahead and get started.

4 Good norning. Today is Tuesday, Novenber

5 14t h, 2023. | am Susan Sapozni koff fromthe Ofice

6 of the CGeneral Counsel of the Public Service

7 Conmi ssi on.

8 | would like to introduce Caroline D ke and

9 Samant ha G bula, who are also with the Ofice of

10 General Counsel. And Caroline will read the

11 noti ce.

12 M5. DI KE: Good norning. Pursuant to notice,
13 this tanme and pl ace has been set for a Rule

14 Devel opnent Wor kshop in 20230123-W5, to take input
15 frominterested persons on new rule 25-30.0372,

16 Florida Adm nistrative Code, alternative procedure
17 for establishing rate base val ue of acquired

18 utility system

19 W have el ected to have a court reporter

20 present for this workshop, and a transcript will be
21 publ i shed once received.

22 In addition, this workshop is |ive stream ng.
23 You can view the video recording on the Conm ssion
24 website by clicking the Watch Live and Archi ved PSC
25 Events heading on the Conm ssion's hone page, and
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1 then scrolling down to "Rule Workshop - Staff" at
2 the bottomof the Florida Public Service Conmm ssion
3 stream ng nedia archive page. |If you have any
4 difficulty finding the video recording of this
5 wor kshop, you nmay contact the Conm ssion Cerk or
6 reach out to nme directly.
7 For those watching the proceedi ngs today via
8 the internet, all materials for today's workshop
9 are posted on the Commi ssion's website using the
10 rul e developnent link in the regulatory information
11 section on the hone page.
12 Il wll nowturn this back over to Susan.
13 M5. SAPQZNI KOFF:  Thank you, Caroli ne.
14 In addition to Samant ha and Caroline on the
15 sigh dais today, we have Mark Cicchetti and Curt
16 Mouring both fromAFD. In addition, in the gallery
17 t oday, we have staff from Econonmi cs and Engi neeri ng
18 I n case any questions arise for them
19 W wi Il now take appearances. | amgoing to
20 start with those sitting in the front row to ny
21 left. We will work our way down, and then if
22 anyone else is sitting on the sides and would I|ike
23 to nmake an experience, if you could get to a
24 m cr ophone and do so then.
25 MR. FRIEDVAN. Yes, | am Marty Friednman on
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1 behal f of Sunshi ne Water Services.
2 MR SNOW Chris Snow, Director of External
3 Affairs from Sunshi ne Water Servi ces.
4 MR. DEASON:. Jared Deason with Anerican Water.
5 MR, RENDELL: Troy Rendell, Vice-President of
6 U S. Water Services Corporation.
7 MR. CARDEN. M chael Carden with Sout hwest
8 Fl ori da Conpany and Florida Utilities.
9 MR. SILAS: Aaron Silas, Drector of
10 Regul atory Operations at CSWR- Fl ori da.
11 MR, CRABB: Tom Crabb of the Radey Firm on
12 behal f of Central States.
13 M5. KEATING Beth Keating with the GQunster
14 Firmhere with Sout hwest/N Fl orida.
15 M5. CHRI STENSEN: Patty Christensen with the
16 O fice of Public Counsel.
17 M5. SAPQZNI KOFF:  Anyone el se?
18 In ternms of procedure for today, we will first
19 provide a brief overview of the draft rule, and
20 then proceed subsection by subsection to obtain
21 comment on the draft rule | anguage.
22 Does anyone have any prelimnary matters
23 guestions before we begi n?
24 As an overview of the draft rule, we note that
25 Section 367.0811 Florida Statutes governs this
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1 rul emaki ng. There are a few areas where we believe
2 additional clarification is appropriate and
3 necessary in the rule. These include defining a
4 few terns, determning howto establish the |ist of
5 approved |icensed appraisers, setting forth the
6 process to determ ne when a petition for -- would
7 be consi dered conplete, so as to start the
8 ei ght-nonth cl ock on a Comm ssion order, and in
9 areas allowed by the Legislature, supporting what
10 certain aspects of the petition would include.
11 W will now address the rule subsection by
12 subsection, and allow for coment subsection by
13 subsection. W did receive pre-wrkshop coments
14 fromM. Friedman on behalf of Sunshine \Water
15 Services. Those are printed and on either barrier.
16 We al so have copi es of the Comm ssion notice
17 printed for anyone needs on the barriers.
18 W will take M. Friedman's pre-workshop
19 comment s under consideration. M. Friedman, you
20 are able to expound on those today if you want.
21 You can put that in your postworkshop conments, or
22 bot h, whatever you would prefer to do.
23 W will start with subsection (1), which is
24 definitions. Paragraph (1)(a) of the draft rule
25 defines |icensed appraiser, which termis used in
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1 Section 367.0811(4)(a). The definition proposed is
2 to identify who woul d have the appropriate skills
3 to performthe valuation of the utility being
4 acqui red.
5 Paragraph (1) (b) of the draft rule defines
6 price index, which termis used in paragraph (4)(e)
7 of the draft rule in discussing when a rate
8 stabilization plan is required to be included in
9 the petition. W wll address paragraph (4)(e) in
10 the draft rule in due course, and request that
11 coments at this tine be limted to subsection (1).
12 W will now take stakehol der comments
13 regardi ng subsection (1) of the draft rule
14 begi nning on the left.
15 MR. FRIEDVAN. Thank you. This is Marty
16 Fri edman.
17 We set forth some coments about the
18 desi gnati on process, so ny question was when did
19 y'all come up with these criteriain (a)(1)?
20 M5. SAPQZNI KOFF:  Caroli ne.
21 M5. DIKE: So we first |ooked to the
22 definition of a |licensed appraiser. There is no
23 definition for licensed appraiser under Florida
24 Statutes. And we al so | ooked at the |icensure
25 requi renments for general real estate appraiser in
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1 Florida. The main concern is that a general real
2 estate appraiser may not be able to do a utility
3 val uat i on.
4 So we | ooked to the utility valuation experts
5 under fair market valuation |egislation in other
6 states, and those utility experts, alnost all of
7 them had a certification fromone of the three
8 | isted national organizations in this rule. And
9 t hose organi zati ons go through education, training
10 requi rements. They have to pass the USPAP exam and
11 ot her things. So those organi zations are kind of a
12 cl eari nghouse for a utility eval uati on expert.
13 MR, FRI EDMAN:  Thank you.
14 M5. SAPOZNI KOFF:  We al so | ooked at the
15 experts on the DEP's list, and all of those had
16 those certifications as well. And we | ooked at
17 peopl e who had testified before the Comm ssion on
18 val uation issues and they had those certifications.
19 MR, FRI EDMAN:. Thank you.
20 M5. SAPQZNI KOFF:  Anyone el se have questions
21 or comments regardi ng subsection (1)?
22 W will nove on to subsection (2) concerning
23 apprai sals, paragraph (2)(a) of the draft rule
24 requires the appraisal to value the system being
25 acquired according to its intended use.
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1 Paragraph (2)(b) of the draft rule sets forth
2 who chooses the appraisers.
3 Par agraphs (2)(c) through (f) of the draft
4 rule set forth the process of being added or
5 renmoved fromthe list of |icensed appraisers.
6 W will now take stakehol der comments
7 regardi ng subsection (2) of the draft rule.
8 MS5. CHRI STENSEN: This is Patty Christensen
9 with the Ofice of Public Counsel.
10 Qur under st andi ng, based on the way the
11 statute is drafted, that there will be three
12 apprai sers chosen. And we are not necessarily
13 objecting to the way the staff has categorized how
14 those appraisers wll be chosen. Qur concern nore
15 goes to a practical inplication of how this may
16 evol ve over tine.
17 G ven the uni que circunstances for water
18 cases, where you have potentially a buyer and a
19 seller who both are interested in getting the
20 hi gher, or highest valuation of the property, you
21 don't have your normal incentives you mght have in
22 a normal real estate transaction. And if those are
23 the parties that are choosing the appraisers, |
24 think we need to at | east be concerned, and be
25 aware, that if appraisers fromthe sane firm or
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10

1 get repeatedly chosen over tine with these high
2 valuations, it may skew the process and the intent
3 of the process, which is to nmake sure that you have
4 a fair third-party evaluation of the actual cost of
5 the system And that's our concern, is not
6 necessarily howit's drafted in the rule today, but
7 how it may be inplenented in the future over tine.
8 | know we have sone additional comments on
9 maybe who shoul d al so be considered as a |icensed
10 third-party appraiser, and we can include those in
11 our draft postworkshop comments, but we are not
12 suggesting today any anendnents to the rule, but we
13 did want to put forth that concern, that we want to
14 ensure with the choice of these appraisers.
15 And our assunption is if they are |licensed
16 apprai sers, they have certain ethical obligations
17 under their licensure, which is what the Conmm ssion
18 s counting on to ensure that these will be
19 reliable, independent and fair eval uations, but I
20 want to make sure that what we are anticipating is
21 goi ng to happen today based on the way the rule is
22 drafted today, is what, in fact, ends up happening.
23 And we probably won't know that until we start
24 seeing a couple of these cases cone through, but we
25 did want to put our concern on the record today.
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And we nmay draft some witten comments to that
concern going forward. Today, we don't have any
suggesti ons how you woul d nmake that better or, you
know, if you would have to require that you get
your i ndependent appraisers fromthree different
firms, or sone other additional obligation. |
don't know that that's necessary today, but it's
sonething that | think we all need to be aware of.

Thank you.

M5. SAPQZNI KOFF:  Thank you, Ms. Chri stensen.
And certainly, if you have any specific suggestions
or rule language, if you could include those in
your postworkshop comments, that would be greatly
appr eci at ed.

M5. CHRI STENSEN:. Certainly. And if we think
that that would be hel pful, we will certainly put
it in our post witten comments. As of today, |
don't know that we will add any additiona
| anguage, but we will probably take it back and
process it sone nore. And if we think that that
woul d be hel pful, we may nake that suggestion to
t he Comm ssion staff.

M5. SAPQZNI KOFF:  Thank you.

Anyone el se with comments on subsection (2)?

Subsection (3) concerns the engineering
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1 assessnent, paragraph (3)(a) of the draft rule

2 addresses the engi neering assessnent required by

3 Section 367.0811(4)(b) of Florida Statutes.

4 Par agraph (3)(b) of the draft rule specifies

5 that the sane person cannot serve as both a

6 i censed engi neer and a |icensed appraiser in the

7 sanme acqui sition transaction.

8 W will now take stakehol der comments

9 regardi ng subsection (3) of the draft rule.

10 MR, FRI EDVMAN:.  Again, Marty Friednman, on

11 behal f of Sunshi ne Water.

12 In our witten comments, we pointed out that
13 we believe that the additional requirenents that
14 have been added not only exceed the statutory

15 authority by adding nore requirenents that are not
16 in the statute, but also, as a practical matter,
17 i nvolves a function that the engi neering anal ysis
18 woul d not typically do, and we've pointed that out
19 in our witten comments.

20 M5. SAPQZNI KOFF:  And we appreci ate those, and
21 we will definitely take those under consideration.
22 Anyone el se have comments on subsection (3)?
23 MR, RENDELL: Yes. Troy Rendell on behalf of
24 U S. Water Services.

25 | want to echo M. Friedman's coments. That
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1 was really nmy only corment on the rule, is the
2 quality of service and quality of product is not
3 listed in the statute.
4 Engi neers strictly are there to | ook at the
5 condition and age of the assets. There i s nunerous
6 assets that have nothing to do with quality of
7 water or quality of wastewater. You have water
8 neters. You have an office building. You may have
9 vehicles, neter readers, neter reading devices. So
10 there is a lot of assets that really have nothing
11 to do with the quality of product, but is necessary
12 to run a water and wastewater utility.
13 M5. SAPQZNI KOFF:  Thank you. We will
14 definitely take that under consideration. And if
15 you have any specific suggestions as to proposed
16 rul e | anguage, if you could include those in your
17 witten postworkshop conments.
18 Anyone el se?
19 MR, FUTRELL: Susie, | have got a question |
20 would like to followup if | may.
21 MS. SAPOZNI KOFF:  Sure.
22 MR FUTRELL: | am Mark Futrell with the
23 staff.
24 So | just want to explore that comment about
25 the concerns about those provisions, about the
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quality of the product, because | think what staff
was trying to get at with that information was to
hel p provide and allow the Conmm ssion to fulfill
iIts requirenents in the statute to consider

I nprovenents in quality of service and ot her
aspects, it's in the statute.

So are there other neans of acquiring that
i nformation that you have thought about that could
give that -- the Conmission the information it
needs to fulfill these other considerations in any
requi rements in the statute?

So | think that's what the staff was trying to
get at with those provisions in that engineering
assessnent. That's the place where that
i nformation could be devel oped and provi ded.

MR, FRIEDMAN. | don't think it belongs in the
engi neering assessnent. | understand the concern,
you know, and that's sonething that certainly the
staff and Conmm ssion can | ook at, is increase in
quality of service.

There is plenty of docunentation out there on
the condition of the existing system you know,
from DEP and ot her agencies. And you are probably
going to ask those type of questions in this

transfer proceeding as well, because you have to
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1 provi de that sort of information in a transfer
2 proceedi ng, and so you are going to be | ooking at
3 quality of service anyway.
4 And that's, you know, ny next question, when
5 we get to the next section, is how do all these
6 proceedings tie into each other?
7 MR, FUTRELL: Right.
8 MR, FRIEDVAN. But we are not saying you can't
9 do it. W are saying that the engi neering study
10 can't include it.
11 MR, FUTRELL: Right. | guess one thing we
12 t hought about is while it may nmake sense for the
13 transfer of -- the certificate transfer and the
14 rate base val ue proceeding to occur perhaps sone
15 paral | el paths, perhaps, but | don't think it's --
16 that's required by the statute. So | think the
17 utility has sone flexibility there in how it
18 staggers those regulatory requests to the
19 Conmmi ssi on.
20 Wul d there be an openness to having this kind
21 of information be added to the rule but in a
22 separate section, as far as providing -- in the
23 event that it wasn't included in the transfer and
24 there -- maybe sone type has el apsed between the
25 certificate transfer and the rate base val ue
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 proceedi ng, just to make sure the Conm ssion has
2 the nost current information on quality of service,
3 and, you know, DEP test results, things |like that?
4 MR. FRIEDVAN.  Yeah. | amnot sure | would
5 oppose that. | would want to see where it's going
6 to be and what it plays, but certainly, you know,
7 I nprovenents in quality of service is sonething
8 that you legitimately can |look at, just like the
9 ot her issues, you know, financing, managenent and
10 t hose ot her issues.
11 MR. FUTRELL: Right.
12 MR, RENDELL: That's al so ny suggestion, Mark,
13 Is -- | know the statute says, at a mninmum the
14 Conmm ssion nust inprove -- | ook at inprovenents in
15 quality of service and the conpliance. | think
16 t hose could be provisions of the petition. Like,
17 | ater on, you have the petition, just nmake the
18 requi rements that the utility or the buyer has to
19 provi de i nformation on that.
20 MR, FUTRELL: Ckay.
21 M5. CHRISTENSEN: This is Patty with OPC
22 Qobviously, we are in support of nore
23 information is better, particularly if there is
24 quality of service issues that are inpacted by
25 things that the engineer would be reviewing in his
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 anal ysi s.
2 | know he doesn't necessarily be opining on
3 the quality of the water. That's nore of a DEP
4 function, or that kind of testing, but if there is
5 i ssues with pipes, with punp stations, with
6 treatnment facilities that may inpact the quality of
7 the water and the product, those should be, and
8 nmust be, addressed in any of the engineering
9 st udi es.
10 So I don't want to divorce the engineering
11 study fromany comentary on the inpact of the
12 water -- of the quality service -- or water quality
13 service where they necessarily intersect where it's
14 the actual infrastructure of the water facility
15 that's causing the problem
16 And | understand that there nmay be, you know,
17 ot her issues that inpact water quality. W' ve had,
18 you know, just the water being punped out of the
19 aquifers can create an inpact on the water quality,
20 but you nay al so have pi pes that are, you know,
21 | eaking, or a water tank that's rusting. There
22 could be things that the engineer should identify
23 and conmment on how that woul d i npact on the water
24 quality. So | don't want to necessarily divorce
25 them|i ke the other comentators have said.
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1 MR, FRIEDMAN:. | nean, if your engineer wanted
2 to address those issues, they could. Qur position
3 Is that the statute is clear that it's not a
4 requi renment of the engineering study to do that.
5 But there nmay be circunstances, |ike Patty
6 mentioned, that it's clear that when the engi neer
7 conmes out and does an anal ysis of the plant, that
8 this is what needs to be done. As a result of
9 doing this, you are going to increase the quality.
10 | nmean, that may be a foregone concl usion, but |
11 don't think you can include it as a requirenment in
12 t he engi neering study.
13 M5. SAPQZNI KOFF:  Thank you all. W will
14 certainly take the comments here today, and any
15 post wor kshop witten comments under consideration.
16 Wi le the nention of the quality of product
17 and service isn't up in the engineering section
18 part, when you get down to the petition and the
19 reason we included it in the engineering part is
20 (5) (D), says that the three-year plan to address
21 the deficiencies are the assessnent of tangible
22 assets, which is the engineering assessnent,
23 requi red by the section has to address the inpact
24 of quality of service and any pl anned i nprovenents.
25 So that's how we kind of thought the tie-in was
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1 there. But again, we will take all of your
2 comment s under consi deration and appreciate your
3 I nput .
4 Anyt hi ng on subsection (3)7?
5 MR. FUTRELL: Yeah, let ne just ask you a
6 gquestion as far as how you guys read that as far as
7 t he engi neering assessnent, and then this
8 three-year plan. Are those different docunents?
9 Are they different efforts? Are they -- can they
10 be the same? How do you guys interpret that
11 | anguage?
12 M5. SAPOZNI KOFF: Is that directed to us or
13 the utilities?
14 MR, FUTRELL: No, the parties here.
15 MS. SAPOZNI KOFF:  COkay.
16 MR, SILAS: This is Aaron Silas for
17 CSWR- Fl ori da.
18 | think that, fromkind of my experience with
19 t he engi neering assessnents we have done for fair
20 mar ket valuations in states |i ke Texas, those
21 usually go pretty hand-in-hand. So there are a | ot
22 of recomendati ons that conme out of that
23 engi neeri ng assessnent --
24 MR. FUTRELL: Right.
25 MR SILAS. -- that it's fairly sinple to have
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 an engi neer kind of put atineline to if they had

2 to prioritize. So that's fromnmny experience in

3 ot her states.

4 MR. FUTRELL: So the three-year plan is kind

5 of the foundation of it, if you will, is the

6 engi neering assessnent ?

7 MR. SILAS: That's what | woul d say.

8 M5. SAPQZNI KOFF:  Anyt hing el se?

9 W will nove to subsection (4) regarding the
10 petition.

11 Paragraph (4)(a) of the draft rule sets forth
12 the tinmefranme for acquiring the utility to file its
13 petition. It also allows staff 30 days to review a
14 petition to determne if it satisfies the filing

15 requi renents of Section 367.0811(5) of Florida

16 St at ut es.

17 Once staff notifies the acquiring utility that
18 its petition is conplete, the eight-nonth clock to
19 render a determ nation to approve, nodify or deny
20 the requested rate base begins.

21 Par agraphs (4)(b) and (c) of the draft rule

22 I nclude additional information to be included in

23 the petition's five-year projected rate inpact as
24 al | oned by Subsection 367.0811(5)(e), Florida

25 St at ut es.
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



21

1 Par agraph (4)(d) of the draft rule requires an
2 acquiring utility to provide its proposed Uniform
3 System of Accounts cl assifications.

4 Par agraph (4)(e) addresses the requirenent

5 that the petition include a rate stabilization plan

6 If the acquisition results in a significant

7 i ndi vidual increase in rates during the projected

8 five-year inpact period.

9 W address the individual increase aspect as a
10 rate increase during any 12 consecutive nont hs of
11 the five-year projected rate inpact period. W
12 address significant as -- significant aspect by
13 linking it to a rate increase, a nexus of the price
14 I ndex, which is defined up in subparagraph (1)(b),
15 over the current rates of the utility system being
16 acqui red.

17 W will now take stakehol der comments

18 regardi ng subsection (4) of the draft rule.

19 MR, FRI EDVMAN:. Thank you. Marty Friednan

20 agai n on behalf of Sunshine Water Services. And we

21 i ncl uded these in our witten filing, but let ne

22 just briefly tal k about what our issues are.

23 And we want to make clear that you can file --

24 and | don't know how -- whether the Comm ssion

25 staff contenpl ated how those two proceedi ngs, the
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transfer and the alternate determ nati on, how t hose
two play into each other, but | think it needs to
be made clear that you could file them

si mul t aneously; because as | point out, there are
many instances, | would guess, that the purchase
may be contingent upon a determ nation of a certain
amount of rate base.

The second one, you know, we've got a concern
about this CPVRR, as we did in the acquisition
adjustnent rule too. But you kind of went a step
farther in this rule and nade it a requirenent to
use that forminstead of, in the acquisition
adjustnent rule, you just nade it -- you nade it as
an option to do.

| think that using the CPVRR puts an
unr easonabl e enphasis on that determ nation, as
opposed to other nonfinancial advantages that our
utility -- that the utility customers may enjoy as
a result of a consolidation.

As we point out in the definition of
significant individual increase -- and | recognize
that significant to you may be different than
significant to ne. But it seens |like using the
price index, in other words, if a utility sells and

they didn't do the price index for five years,
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1 bi ngo, you are going to automatically be, quote,

2 significant, and | don't think the CPl is a

3 signi ficant nunber.

4 | mean, you adopt a very conservative i ndexing

5 nunber, and while | don't necessarily sit here

6 today and have a threshold for significant, | do

7 know that using the index isn't it. That's not a

8 significant increase. And naybe we need to give

9 sonme thought as to using two tinmes that, maybe

10 usi ng sone other threshold, extraneous threshold to
11 determ ne what significant is, but that isn't it.
12 M5. SAPQZNI KOFF:  Thank you.

13 Anyone el se?

14 MR, DEASON. Yeah, Jared Deason wth Anerican
15 Wat er .

16 And | basically just have a question as far as
17 how the index is going to be applied to the CPVRR
18 calculation. Is it you are just going to take the
19 current index percentage and just assune it's going
20 to stay that anmount over the next five years and if
21 any 12-nmonth period during that five years, if it
22 exceeds that, it's considered a significant

23 I ncrease?

24 Because | know, you know, the index is

25 basically an inflation adjustnent in its core, and
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1 just | ooking over the last five years, inflation
2 has been all over the place. Five years ago, it
3 was very low. A couple of years ago, it was very
4 hi gh, historically, and nowit's goi ng back down
5 agai n.
6 So | think, you know, just using a purely
7 hi storical nunber to apply to the CPVRR | think it
8 needs to be a nunber that's nore forward-| ooking,
9 nore prospective in nature, since the CPVRR is al so
10 prospective in nature. So just, | think that
11 probably needs to be taken into consideration,
12 maybe finding a better nunber to determ ne
13 significant increase than just the index.
14 MR CICCHETTI: W did contenplate it being
15 the current index, four-year, five-year analysis.
16 We woul d be very interested in hearing what you
17 woul d propose as a significant nunber.
18 MR, DEASON. | guess -- well, once again
19 significant is a very subjective nunber. 1It's not
20 an objective. So | appreciate the job you have as
21 far as determ ning what significant is, but | guess
22 nmy bi ggest concern is just the index -- the current
23 I ndex is not prospective in nature at its core.
24 I[t's not.
25 And obviously, there is other sources that
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1 maybe you could utilize. | know the Federa

2 Reserve often has inflation forecasts that go out

3 into the future. Al though, if you |look at the | ast

4 five years, a lot of their forecast has not been

5 entirely accurate, but there may be -- you know,

6 the U S. Departnent of Labor often does track

7 inflation. | don't know if they have sonething

8 that's prospective in nature. They may. But |

9 think that's inportant, is if the CPVRRis going to
10 be prospective in nature, the determ nation of what
11 is significant increase is over the next five years
12 needs to be prospective as well.

13 MR CICCHETTI: Well, we appreciate your

14 comments. W understand what you are saying. The
15 word significant is subjective, so we would like to
16 hear what everyone thinks significant ought to be
17 defined as.

18 M5. CHRI STENSEN:. Well -- and this is Patty

19 Christensen with OPC

20 The other thing that may need to be taken into
21 consideration is significant rate inpact is, you

22 know, you have to take into consideration what the
23 custoner's current rates are, and how those rates
24 are going to increase over the next five years.

25 | nmean, | know the Comm ssion has | ooked at,
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1 you know, one-and-half tines, you know, a rate
2 I ncrease for certain rate classes as rate shock to
3 cust oners.
4 You know, there is different ways to eval uate
5 t hat besides -- you know, | am not suggesting you
6 don't | ook at the Consuner Price |ndex going
7 forward as a way of |ooking at that, but | think
8 there may be ot her nethodol ogi es that need to be
9 considered fromthe custoner's perspective, you
10 know, is this going to increase by rates by nore
11 t han one-and-a-half tines, or if you are |ooking at
12 custoner deposits, they have to put down two nonths
13 worth of deposits, it's going to be nore than
14 tw ce, you know, what | would have to put in
15 cust oner deposits.
16 So we are going to go back and think about
17 that, and we will think about suggesting sone
18 | anguage fromthat perspective, which |I think
19 really seens to be what the statute is trying to
20 get at, is what's the rate inpact fromthe
21 custonmer's perspective. So | think we have to
22 consider the idea of is this going to create a rate
23 shock to the custoners over the next five years?
24 And one way to do that is you got to | ook at the
25 current rates, and then see how nuch that is going
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1 to increase fromtheir perspective.

2 MR CICCHETTI: W |ook forward to your

3 conment s.

4 MR, SILAS. This is Aaron Silas wth Central

5 States Water Resources Florida. Just a couple

6 comments. A lot of themmrror what Marty said.

7 Wth subpart (a), obviously | agree with

8 Marty, that nmaybe just sone | anguage sayi ng that

9 you can do it at the time of acquisition would be
10 i deal for us as well.

11 For subpart (b), with the CPVRR, you know,

12 this would be -- you said that is a little bit too
13 restrictive. There are a |ot of kind of different
14 conponents to a kind of five-year projected rate
15 I mpact. For us in particular, you know,

16 consolidation is one of our bigger kind of drivers
17 in any find of kind of future rate increase or

18 adj ustnents, so without that kind of factor, it

19 doesn't really project an accurate rate in five

20 years. So that's kind of a one-size-fits-all, that
21 CPVRR. So just allowing utilities to present their
22 own analysis, their own nodels, would be ideal for
23 us as well.

24 For subpart (c), | just have that, you know,
25 in kind of other jurisdictions, trying to project
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1 out those specific, like, the base charge gall onage
2 and billing determ nants, doing rate design at kind
3 of the time of fair market val ue doesn't generally
4 | ead to very accurate subparts. So generally what
5 | have seen is kind of overall bill inpacts, like
6 an average rate inpact that would happen, rather
7 than breaking it out into those three subparts.
8 And | think that that is -- that is it. And
9 then, yeah, just again, kind of mrroring what
10 Marty said with significant, and | guess what
11 everyone is saying, it's subjective, right? So we
12 will definitely put sone nore thought into that and
13 then comment on that in the postworkshop coments.
14 Thank you.
15 MR. FRIEDVAN. | do have one ot her comment
16 that | failed to nention, and that was in
17 determning the official date of filing. This
18 seens to be a different process than what you use
19 in rate cases. And ny question was, is that done
20 intentionally?
21 Because in rate cases, when the staff says
22 it's final, it goes back to the date that you filed
23 t he appropriate docunent and not the date that the
24 staff determnes that it's final. And this seens
25 to say the official date of filing is the date the
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staff determnes it's conplete, and it doesn't
relate back to the dates you actually made the
filing. And | didn't know whether that was
intentional or it was intended that this would
apply the sane way that you apply in rate cases.

M5. SAPQZNI KCFF:  Yeah, we wanted the date of
filing to be the date it was determ ned to be
conpl ete, because we have such a short tinmefrane to
render an opi nion, we only have the eight nonths,
so if there was any back and forth, and then we are
going to go back a nonth or two, or three, to when
it was actually filed before it was conpletely
filed, that would then, you know, bring the
decision tinme down to, say, five nonths or
sonet hi ng.

MR. FRIEDVAN.  Well, that's true of a rate
case, you only got five nonths. In a PAArate
case, you have got five nonths fromthe official
date of filing. And you determ ne the official
date of filing based upon when the information that
you filed was conpl ete, not when the staff, 30 days
| ater, decided, okay, it was conplete 30 days ago,
but it's going to be determ ned conplete today. So
if it works in a five-nonth rate case, | don't know

why it wouldn't work in an eight-nonth tinefrane.
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1 M5. SAPQZNI KOFF: | think part of it is this
2 Is just such a new format, and maybe after we've
3 gone through a cycle or two, we will realize that
4 ei ght nonths is nore than adequate, and can go back
5 to an original filing date. But we appreciate your
6 comment, and we will definitely think about that as
7 we nove forward.
8 MR. CARTIN. Mchael Cartin with Sout hWest
9 Water Conpany. | just want to reiterate Central
10 States' comments.
11 Based on ny experience in other states with
12 acqui ring governnent owned systens, a |lot of this
13 data wll nore than likely be unavail abl e.
14 Recor dkeeping, billing accounts, all of this stuff,
15 it's been -- it's sonetines very difficult to
16 provide all the information requested, so | just
17 wanted to note that.
18 M5. SAPQZNI KOFF: Al right. Thank you.
19 Anyone el se?
20 And | know we have gone section by section.
21 Bef ore we concl ude, does anyone have any gener al
22 comments they would |ike to make?
23 MR SILAS: | wll just say -- Aaron Silas
24 with Central States Water Florida -- just thank
25 you, obviously. | know that with this and the
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1 acqui sition adjustnment workshop, there is a | ot of
2 ki nd of new stuff floating around, so | wanted to
3 t hank staff and just every stakehol der for taking
4 the tinme to, you know, nmake sure that this flows
5 accordingly, and works kind of with the intention
6 that the Governor and the Conm ssioners kind of
7 seeing it, so thank you for your hard work on this,
8 guys. We appreciate it.
9 M5. SAPQZNI KOFF:  Thank you.
10 MS5. CHRI STENSEN. And this is Patty
11 Christensen with OPC.
12 | want to echo the comments. Staff has worked
13 hard in trying to get a draft rule that reflects
14 what the statutory | anguage requires. W think
15 it's good that it adheres fairly closely to the
16 statute, and is a good attenpt to inplenent those.
17 | think once we get the coments back in from
18 t he post-hearing workshops, | would like to request
19 that staff consider whether it be necessary to hold
20 anot her wor kshop, just to see how t hose conments
21 canme together, and to maybe discuss if those shoul d
22 be added or not, added to the Conmm ssion staff's
23 rule, rather than just kind of for publishing a new
24 version, you know, of the rule and then adopting
25 that. Because this is new
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1 And, certainly, we are -- we share sone of the
2 sane concerns with M. Friedman about the tim ng of
3 whet her or not this has to be done at the tinme of
4 transfer or after the tinme of transfer, because the
5 Comm ssion's practice has been to establish rate
6 base at the tine of transfer, and then this is an
7 alternative process for establishing what the val ue
8 of the system would be going forward, and, you
9 know, how do you deal with that tinme |apse in
10 bet ween?
11 And it may not be an issue if the Comm ssion
12 sticks with the usual practice of establishing net
13 book value at the time of transfer, and then if
14 they want to file a petition within six nonths of
15 the transfer for an alternative treatnent, you have
16 still got the net book value to fall back on if the
17 Conmi ssion finds that the alternative treatnent
18 isn't in the public interest.
19 So | just wanted to throw that out, and |
20 probably shoul d have addressed it earlier, but we
21 woul d hope that the Conm ssion would maintain its
22 current practice of establishing a net book val ue
23 at the tinme of transfer so that it's available in
24 case the Comm ssion doesn't approve a petition, for
25 what ever the reason may be, so that it's there for
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1 the custoners and the Conm ssion to rely on for
2 future cases. And if they choose the alternative
3 nmet hodol ogy going forward, then, you know, that's
4 fine as well, but we will have had at |east the
5 opportunity to have a full proceeding on the
6 alternative eval uation wi thout having to worry that
7 we need to establish net book value at that tine.
8 Thank you.
9 M5. SAPQZNI KOFF:  Thank you, Ms. Chri stensen.
10 M5. CIBULA: | just want to point out one
11 thing. W have a statutory deadline for this one.
12 We have to propose the rule by April 1st. That
13 means we have to take it to Agenda on March 5th.
14 So we mght not have the tine to have anot her
15 wor kshop, unfortunately. So it's inportant that
16 what ever comments that you have, to make sure you
17 i ncl ude themin your postworkshop conments, because
18 we m ght not have another opportunity for a
19 wor kshop.
20 MS. CHRI STENSEN. Yeah, and | appreciate that.
21 | am hoping we could, just, you know, if we could,
22 you know, do sonething maybe in January, just --
23 truly, fromthe coments here today, it just kind
24 of, I think, wll depend on when the post-hearing
25 comments cone in and how nuch of tweaking to the
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1 current rule that people are suggesting, because if
2 there is going to be a significant tweaking to the
3 rule, I think we would |ike an opportunity at | east
4 to cone in and discuss that one nore tine.
5 M5. CIBULA: Then in addition, we have to do
6 the SERC too, so | just want to, |ike, just have
7 everybody know what the tinme constraints are, so --
8 but thank you.
9 MR. SNOW Chris Snow, Sunshine \Water
10 Servi ces.
11 | also just wanted to thank staff for their
12 hard work on this. | know this is sonething new
13 that everybody is having to deal wth and
14 understand, and there are sone vagaries that need
15 to be clarified, so | appreciate that.
16 We've known for a long tine that the state of
17 wat er and wastewater across the state is very
18 fragnented, and so we | ook forward to working with
19 staff on trying to find a way to utilize this to
20 consol idate for the betternment of custoners across
21 the state of Florida.
22 Thank you.
23 MR HETRICK: And just a general question for
24 everyone. Does everyone intend -- | know, Marty,
25 t hank you for your comments, really hel pful, and
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1 t he expl anati ons today.
2 WIIl folks follow up with specific |anguage
3 options to kind of support this idea? And one of
4 the questions | had related to that goes to the
5 gentl eman from CSWR, where you commented that you
6 t hought the CPVRR was too restrictive.
7 And it's nmy understanding, any tine we |ook at
8 rate inpact, the Comm ssion does, which the statute
9 is replete with, the CPVRRs are al ways standard
10 operati ng procedure to evaluate rate inpact, but |
11 t hi nk you nentioned you thought that was too
12 restrictive, and that you were interested in
13 possi bly sone | anguage which would allow utilities
14 to submt their own nodels. Wuld that be
15 equi valent to the requirenents of a CPVRR, or how
16 you would wite that |anguage so that we receive
17 the same or simlar information?
18 MR, SILAS: Yeah. | think it would be very
19 simlar to the type of information that is captured
20 inthe CPVRR | think that like -- kind of |ike |
21 said with consolidation, and just kind of various
22 ot her elenents that are unique to individua
23 compani es.
24 That specific nodel that you guys presented
25 doesn't make a |l ot of sense for kind of the folks
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1 that | presented that to in our finance departnent.
2 So what | am having themdo is actually work on a
3 nodel that we may be able to show you guys, you
4 know, well in advance.
5 But, yes, | think the | anguage allowi ng for a
6 conpany to present their own nodel with sone very
7 specific information that's also held in the nodel
8 that you guys presented woul d be ideal.
9 MR HETRICK: So you will submt an
10 alternative nodel that nmeets the requirenents
11 simlar to that which is required by a CPVRR?
12 MR SILAS. That would be ny goal, yeah.
13 MR HETRICK: And can you submt sone | anguage
14 on that?
15 MR SILAS: Yeah, we can definitely do that.
16 M5. CHRI STENSEN: This is Patty Christensen
17 wth OPC.
18 And we woul d have concerns if the CPVRR
19 nmet hodol ogy was goi ng to be changed, because that
20 has been Comm ssion standard practice. W are all
21 famliar with the requirenents of it, and we have
22 the ability to evaluate that in the current form
23 wi t hout too nmuch change or process. And if the
24 Comm ssion is going to consider an alternative
25 nodel for evaluating whether or not this is
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1 economcally -- or in the public interest and the
2 econom c evaluation is going to change to a
3 di fferent nodel i ng net hodol ogy, or allow for that
4 alternative, that may create sone difficulties,
5 especi ally against a eight-nonth tinme clock.
6 It's a lot easier to know that we can eval uate
7 sonet hi ng when we have it in a formor a fornmat
8 that we are famliar with practicing before the
9 Commi ssion, and it's standard for all types of
10 cases. It's not a different nethodol ogy for this,
11 varies different for that.
12 So we woul d have concerns about allow ng a
13 different type of econom c eval uation, because the
14 CPVRR -- or that eval uation nethodol ogy has been
15 pretty standard and across the board in all
16 i ndustri es.
17 MR. SILAS: | just want to nmake a quick
18 coment, just that, you know, | think that the
19 point of this rule and the acquisition adjustnent
20 wor kshop is to maybe go against the standard just a
21 little bit, right, change, because things haven't
22 been working the way maybe they were intended. So
23 I woul d say, you know, using sonething just because
24 it's standard and ki nd of practice doesn't
25 necessarily nean that it's the best nodel to
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1 utilize, or take into consideration, right?
2 | think with how few tines the acquisition
3 adj ustnent rule has been utilized, and just kind of
4 across the board, |I would say that being open to
5 new i deas and to new kind of financial nodels is
6 never a bad thing, is kind of ny point there.
7 MR. FRIEDMAN.  And | don't have the draft
8 acqui sition adjustnment rule, the new one that we
9 were working on in front of nme, but ny recollection
10 is that using the CPVRR was an option, and that you
11 di d have the option, under the acquisition
12 adj ustnent rule, to use your own fornul a.
13 M5. SAPQZNI KOFF: | can't speak directly to
14 that. | do know that the legislative history on
15 this -- with this statute, and directing us to do
16 this rule, that they wanted an alternative
17 val uation. So the fact that it nmay not be, you
18 know, what's done in the acquisition adjustnent,
19 that it's sonething different here, | think that's
20 what the Legislature and the statute intended.
21 MR CICCHETTI: Marty, you are correct. W
22 did say the nodel that's presented in the
23 acquisition adjustnent rule is an exanple, and that
24 you coul d provide your own. But we woul d
25 contenplate that it would be sonething at | east as
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1 good as the CPVRR in terns of in order to determ ne
2 rates, you have to determ ne a revenue requirenent.
3 And we understand that it's |like a projected test
4 year. There is going to be things that are going
5 to have to be estinmated and projected. And so we
6 woul d think that you would need to at | east have
7 t he building blocks of the revenue requirenent in
8 order to be able to evaluate the rate inpact.
9 MR. FRI EDMAN.  Yeah, and | understand that.
10 It just seens to nme that you are saying this is the
11 formula. You have got to use this fornula, and
12 that's it. And | think, as was pointed out by
13 Central States, there may be situations that don't
14 fit that fornula, and you should provide the
15 flexibility, as you did in the draft changes in the
16 acqui sition adjustnent rule, to use sonething el se.
17 It's got to have the sane type information. It's
18 got to spew out the sanme information so that the
19 Conmmi ssion can nmake that determ nation, but you are
20 not -- you are not forced to use a particular
21 formul a.
22 And that's all we are asking, is to have the
23 flexibility to provide sonething else. If we
24 provi de sonet hing el se that you don't |ike, you
25 say, that's not what we wanted.
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1 MR CICCHETTI: W wll certainly take that
2 under consi deration, and perhaps have, you know,
3 maybe the sane | anguage that either this is an
4 exanpl e, and the Conm ssion woul d need sonet hi ng at
5 | east as thorough.
6 M5. CHRI STENSEN. And | would ask the
7 Conmm ssion consider that if you are going to do
8 that, there -- the conpani es al ways have an option
9 of coming in and asking for a waiver and to use a
10 di fferent methodology. And |I know that they are
11 not fans of that, but, you know, it's sonmething to
12 keep in mnd. There is the option of doing that if
13 anot her nodel woul d be nore appropriate and can
14 acconpl i sh the sane thing.
15 | don't know if we want to open up the door
16 and invite a different nodel at this point, but we
17 certainly look forward to the coments, and we wil|
18 address that in our comments as well.
19 M5. SAPQZNI KOFF:  Thank you.
20 Anyone have any additional coments?
21 MS. WATTS: VYes, this is Linda Watts for
22 staff, and | would Iike to address the tim ng of
23 the filing of this petition.
24 When we were drafting the | anguage, we | ooked
25 at the fact that the transfer application does not
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1 have a statutory deadline, whereas this petition
2 has -- that they do, and a transfer can, you know,
3 add nore tinme, and it could, you know, still not be
4 conpl ete when the petition is conplete sonetines,
5 you know, or we don't know, you know, what -- where
6 we would be in that transfer process, and so that's
7 why we wanted this petition to be filed after the
8 transfer process was conpl ete.
9 MR, FRIEDVMAN:. | think that nmay sound good,
10 and it does sound good. It just doesn't work that
11 way in real |ife, because you would do the
12 transfer, you would get approved. You are sitting
13 there on -- and it's got no deadline, as you
14 nmentioned. So you file the application. It takes
15 12 nmonths to approve the transfer. W got the
16 transfer approved. And then you have -- you are
17 not going to close. The conpany said, | am not
18 going to close on this until | know what ny rate
19 base is. So then you file -- you wait six nore
20 nont hs, and you file an application under this
21 process. That takes eight nonths. So you are
22 three nonths out of -- you signed a contract, and
23 you are three years to close a contract. That
24 just -- it doesn't nake sense.
25 MR, HETRICK: Marty, will you have sone
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1 | anguage for us?

2 MR FRIEDVAN. | wll -- if you would like, I

3 will be glad to cone up with sone.

4 MR, HETRICK: | appreciate it. Thank you.

5 M5. SAPQZNI KOFF:  Anyone el se?

6 We really appreciate all the coments today.

7 Next steps woul d be noving to postworkshop witten

8 comments. And as we've already discussed, we are

9 on a tight tinmeline. So what we are proposing is
10 that if anyone wants to submt postworkshop witten
11 comments, that they be filed with the Comm ssion's
12 Clerk's office in Docket 20230123-W5 by Thur sday,
13 Novenber 30th, 2023, which is 16 days from today.
14 We typically give two weeks. W wanted to put
15 sone nore tinme in because we know with the holidays
16 com ng up, people aren't going to be worKking.

17 W want it to be known that you do not need to
18 have attended or participated in today's workshop
19 to submit witten comments. There is no limt on
20 witten coments. And witten conments will be

21 gi ven the sanme consideration and wei ght as the oral
22 coments nade today. However, we do ask that if

23 you have any specific proposed rule | anguage, or if
24 you have a type and stri ke version of the rule,

25 that you provide that to us in your witten
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1 conment s.
2 Do any stakehol ders have any other matters for
3 di scussi on?
4 MR, FRIEDVAN:. Coul d you provide us with the
5 draft rule in Wrd so we can do a strike?
6 M5. SAPQZNI KOFF:  Yes. |If you can just send
7 me an enmil, anyone that wants it in the Wrd
8 version, let me know, and I will make sure to get
9 it to you.
10 Staff, do you have any natters that need to be
11 addr essed before we adjourn?
12 All right. Wth no additional matters, we've
13 reached the end of our staff rule devel opnent
14 wor kshop. On behalf of the Comm ssion, | thank you
15 for your valued participation today, and the
16 wor kshop i s adjourned. Thank you.
17 (Proceedi ngs concl uded.)
18
19
20
21
22
23
24
25
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1 CERTI FI CATE OF REPORTER

2 STATE OF FLORI DA )

. COUNTY OF LEON )

4

5 |, DEBRA KRICK, Court Reporter, do hereby

6 certify that the foregoi ng proceeding was heard at the

7 time and place herein stated.

8 | T I'S FURTHER CERTI FI ED t hat |

9 stenographically reported the said proceedings; that the
10 sane has been transcribed under ny direct supervision;
11 and that this transcript constitutes a true

12 transcription of ny notes of said proceedi ngs.

13 | FURTHER CERTIFY that | amnot a relative,

14  enpl oyee, attorney or counsel of any of the parties, nor
15 aml a relative or enployee of any of the parties'

16 attorney or counsel connected with the action, nor am!|
17 financially interested in the action.

18 DATED this 4th day of Decenber, 2023.

19

20

21

22

. Sl Al

AR CK
24 NOTARY PUBLI C
COW SSI ON #HH31926

25 EXPI RES AUGUST 13, 2024
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